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SUBJECT: InterVLew of Re chsbﬂnkrat Thoms: on” thé Reco ds\of hlb Deparnment
Recoived from’ Magueburg, 19 and 20 May 1945

‘1. Herr Thoms 1?31sts that“he ' kuew .and. the boekg of ,15 depﬂru it “show
only the transactions concerning gold stored =t the ReLchso&nﬁhauD 516118 in-
Berlin, end that the records of all uransactLQns in. geld, ;1pclua1ng that stored
in Berlin and that stored elbewnere, were kept in the Deq¢sen Aoteilung. Purther-
more the broader guestions of the background of these transactions, the nature
of' the institutions .nd organizations ovming Depois and Asservete with the Preciocus
Mbtals Department of the Reichsbank in Berlin, and the exact and uliilmate Destine-
, A‘ld shipments appezring on his DOOk& merely as to Bern, wele all within
the jurl Jiction of the Devisen Abetilung rather than the idelmetall, and- should
appear in the records and/or be Imowm to hne officials of that Departument,

2, In this connection Herr Thoms menticned that in his recent trip to
Munich he had met Reichsbankrat Graupnsr, Leiter von Goldgeschifte in the Devisen
Abteilung, whom he hed last hzard of befors the QOccupation as being in Weimar
with his records. He gathered from this meetln» that Herr Graupner 1s being held
in Munich under scme form of detention by the American army, along with some two
dozen other officials of the Reichsbanik, '

CDe It is believed that Herr Graupnvr would be a mosH valuable man to have
at the disgosal of this Detachment, both as a First clue to the present location
of his records, and for the 1nrorm&tzon he should be able to give on transactions
appesring in the books slready here,

Y . .
4. Herr Thems explained that the Juittungsbuch was the record of gold
roleused and transferred for temporary reasons between the various departments
and officials of the Reichsbank; but reesiled that the penciled entries in the
back ol' it dated & February 1945 recorded the removal and packaging of' the gold
Tor shipment to Merkers, This record shows, not only the numbsr, typs, and con-
tents of the packages, bul alzo the cmmparitment of the vuull end the account,
Asservat, or Depot to which these assets belonged., He was not sure, whether all
was Finally shipped as prepared and recorded here, but insists there is a final
record somewhere in the books or possibly in the :ossszssion of the Curreney Sec-
tion, It was also observed, in inspection of the Buch iber Lagerung der Gold-
besténde in Tresor A, that qt end of each account. therein arve similar penciled
entries showing the paciing fox shipment Lo Merkers and checking with the items
shown under the corresponding accounts in the back of the Quitlbunpsbuch,

5, Herr Thoms explained the Diverse Kontrolle-— und Hauotbficher as the older
name for the category of bars ldter:celled Verschiedene, He pointed out ithat as
of some dute between 8 and 13 April 1942 all entries still open in the Uiverss
books were crossed out with notation "transferred to new bar-boo ' and copled into
the Verschiedene books, maxln“ up the first six pages snefeof

6. He explained the change of terminology and the separate Bestande
as resulting from the Bank®s move
R S T
from OL& to new quarters, the vault {(Hauptirescr) of the new juarters having three
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sections, A, B and G ~— all pold being kept in 4, He also explained the
separuate Qplﬁ&betrEQQ book as resuliing from the initlsl practice of keeping
only full bags of gold coins of the Standard guantities in the mein vault,. and
the partial bags in o separate stromg-room for vhich this separate aocounh was
maintained; but pointed cut that eventually this practice was chsnged and ths
apleuetr&ge book closed out. ‘

7o Herr Thoms explained that the Bankbestend was a wholly artificial ace
count upon which the npublished veports of the Reicnsbank's gold holdings were
‘based, and Lept at a constant figure for some yearsgpast in ovder to keep the
oublished reports constant. He did not Imow of any other accounts besides the
Goldankeuf, the Bankbestand, and the vavious Asservete and Depots, He said
that Goldenkauf was supposed to cover all over—the-counter surchases of gold
but that, though some large acguisitions from abrosd might and did appear there
all did not -— some going directly, for exauple, to the Devigen Resgerve,

8e During the temporary absence of T/ Szt Curtis and Tec 5 Waybur, Herr
Thoms has bsen rejuested Lo repcrt to the Reichsbanlk every other day in case
he is wanted, and to write out a full explanation of the bockkeeping system as
well as he can recall it, His address in Fra klu?t if he should be wanted, is
Mainzerlandstrasse 16 bei St¥ckel,

DONALD, W, CURTIS

T Sgt, Specisl Finance Detachment
Finence Division
Us Group CC
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HEMORMDUAS Initdal Survey of Redchobank 11 looords: Raceived

e mmw%wmmmmmmmmuswjm

_ammmmmmtmmmmwmwmmmu,hom—wm,
and folders of looss papers. - ™o bags, not sealed, were found to comtain bundles
of detailed escounting anys and wexo not wnpasind; there are also atsn An the

vault a mhatmﬁm sumber of large m&agas, off apparently simdlar content, which
aTe beliovod 0 be part of the samo shipmert .w&iakwemnwhwmmw
mtmmummmm

: 2e MWWWW,Q&&MK,?WWfM@?WMW
briafly and listed by title {or other available Adentifioatica) end genwyalitopiec,
typa,amﬂea%mtd!owm mmm,awmmmmmm
at; L of push roeords a3 appoared Yo relate to ths Isichshank's soquisitions -
mm&m@aw@mmermmp@mwmmwwam
ugsed und the portions thoreof most important and moet comvendent for ¢o f,aﬁsaof
wrmmmmwmim,wiﬁm,mwmm
bmkmdaﬂwrmmxmsammmwmaww%mwm

3 %tmmm&wwgmﬁ%@haMwM;f
balanses of goldebars, presents the pralimin wmmumwmmma.
www)mm. %Wﬁmmwumawmmmmm
aﬂﬂwmnﬁa wwmwmmmxy ,

- 4, In addtﬁm w the ggld-ba;z' mﬁmy ‘books slready in pemm&m of
- ths Eatanhm@ and upm which mgom have alresdy boen submittod {4.9s the Control
‘ : o . Standard, $00¢r, & Verschiedeone Bars snd that for Sondore
lae:amgimﬁexﬂ;) om m%mlﬁwkw:ma differant sutries has been foundj
entitled: "Coldankanf: Uiverse Goldbarrem Hontrollbuch.” The entries iwalva&
appwr to bo mim.lar to. but separate Prom those in the Verschdedens Xontrolldudk,
Diversa Fontrollbuch gees back t0 1932 but shows ne asqulsitions BEN00. @a’il,-
1‘}-‘32 — poasibly ha.ving been gombined with the Versghisdane st ¢r about that tims,
Howover, tho entriss botween Y January 1939 and April 1942 comprise somsthing
over 60 pages and, by comparisen with computations from the Vorsshisdene, can be
mM%lemmmmfmm&mmmwﬂmm
Ghat. shown on. the records previously in possession of the otackmonte
wlvmgamnmmtma amimubm, this boaok has the adem.-mm
v«mmmﬁwmwmwww m&gmwmm thoreson vere

disposed: oy

5. M.m mlat&ngm t&w fursmw books proviowsly mparw& and anelysed,
Homibooks - one each for the follewing vategerisst
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B&ngt!mah tmﬂ Mmllbwh m!miam.
Bpie mwswg &ar ﬁaléhum und Gmlé-.

: : ] i mﬂ.&, first, uwwamninmtwhmh
had bsen mmwd £rom t.m Kmtmu!mak and, ‘second, pencillsd notations of the
numbers ef pages whisch have besn removed, The four nev pages found involve slightly
ovar 2,5 million £ine grams) while the 158 pages noted as definitely remcved can be
{conservatively) sstimated to have involved gome 88 wiilion fins grams - a8 against
ammw&mammmmwmswmmm@ammlmmm
whiah pmvim M havu baenbm@. E

é. mmaﬁwmrmmwwumxww
%%ml%ﬁ}wra\%m&. These sppear to be both a sort of Jowrnal in which
praoocious madal. P “:me&arsﬁm&ﬂmmmmwmm@myy
books {continual mmarmby Tagebuch lr, has already beun noted in stuly
of the Goldbarven | Abliokier), and & sert of oomnirol book for the M paywes
ammunmmmwywawmhw@mpmwmtwm
famofymmtmad,ammwﬁwmnmﬁgsm;mrmtwmw,md*kmae
wt@farm&m?mtmmeimg. ly mavhnd off in red
penoil. Hany B ‘ ~-mmwmmmuwgnmbm and the information
mmmmaﬁ@wmmmmmwmwmmmwmm
and only the R valus being consistently available. On the othor hand, tho Anformaticn
on institution or person from which recoived i —e um&@mt.an&axbzy - adueys presont,
and should provide the most convenient mosns @fabmmgg,er M1ling in such informee
tdon vhere lacking in other mmta, the transaction Leing mama hexa by Tagebuch
m- ‘ﬂ iﬁxﬁn) m’ by data. ‘ .

L 7; It 15 poasible; hovever; that theo Tagebuch mey uot erewr an\mla
mmabywmmbm mwmtmmmgmwwp' o
investigate this poasibility will require further study with pammar viow’ to
transastions, such as-those with Melser, which are lnewn to hmm involvad & :
psymg pm&um Leaser books, which ave pensrally gragmentary or clutwm& wif-h '

lavant: € ;“x('MWMﬁb@ugﬁ’ﬂle@@WM@lﬁp@m
ﬁg%x_ pllankaud “.'a,; e (J.O Ootober 3;‘333 thw%ﬁa 9 ?@bmm

"  snoluding geld ‘

s 8 PBor mdumtwaing and wtilization of the next group of mm it ds
mmaary 40 reslizo that within the proporty of the Haichsbank itseldf, and ant.imly
asido from the oven moT9 complax problon of spscial asscunts, Depots, and Assorvate,
gold bars are divided and from tims w0 timd trspsferved betweon two separato asecunts,
the Coldankanf and the Bankbostande %W @pmﬁtfmmfimm&

the books and appsars to bo aoEfirmed by the phraseology ¢f the passage guoted above
fmﬁmmmmmﬁ.ﬂpmm&mm. I gwmrs from the M&i& aofarthazt, ﬁw

: o m *" 36) 4 ::?’.v'?f_"
ahiows - mx pmu faa- awide rioty

ﬁﬁﬂ?ﬁ' - 226728,
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Whether oF not there is gg

ﬁﬁ«&k%ﬁ , éggu%ag&?géggg
gﬁgﬁgﬂggg : nwgggkgﬁag&ﬁgw
.gamwvvwgﬁ% mggmﬁ&gﬁw@wﬁg&ggﬁmggg
Books, Inoddentally, it is belisved (wnd partially confirmsd by the quoted %@mm%
mgaggggawggvgﬁgwﬁgﬁgng , 2,
cussed abova, §ow=aw&5 %aﬁ,ﬁwﬁ.ggﬁ ocumv waﬁgﬂapﬁgaegﬁg

Mua ggﬁmﬁ@wﬁaﬁai%%&%,gagwﬂig
oo ?g»ag»unﬁwggg%gﬁ o , |
u.e g%»&&&gwmg. ?5 @wg,ou.g @mﬁgéu%mgl

3?2533 T by Bra : her & S X don. m )
g&ﬁg%ﬁoﬁﬁagow&, g B ggww‘g« eowgﬁ wanu@ &
JUSPENEe KoeOURt, %wggggwﬂw%v@%mﬁ%ggg
gﬁﬁng%wgggggq%&%gug,ﬁwawgagag N
trangaction entries in the book (by which the balances were continually vompubed)
should %ﬁw»ﬁw&%ﬁ&ﬁgaﬁwg have been lasberiously computed bar
v%vgwasgggg%ﬁfggg%g%ﬁﬁgg
qﬁggggwgﬁtgﬁm

: Fgwﬁﬁa wﬁwwﬁaﬁaﬁ.ﬁ. mﬂgﬁgeﬁa&@gegf
aFe two othor books ﬁaﬁu& identiried with the Goldapkouf scopumt. Hoth have the
%%&giﬁggﬁgegg%g%ﬁggﬁ
 the agoount, but also of the gold coins ~- ssparate eslume being provided fer oach
of the most importast types of eusch sodn, Hurthermoere, chosk ageinst balsneds |

\2, e fivet, Ao ind iezacenh das O .
balanoo on 21 Pobruary wwbuﬂn.g oquals 6ot the g waw.wgawb g ggﬁ
sedone bulanee of that date, OB the other hand,

ﬁ»ﬁaﬁﬁgﬁgwﬁuggﬁﬁ "Der (and them removed again

exPaae 226727
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_\..a‘} z%bruary ms m»m&in Bealintpquals exnsotly the Huohwer ' ‘
mmwmwmwammkonzu awmtylf}@; miﬁmmmmbaaaﬁtm
, slearly wnd ,wah hw}fmmé usefl — pmmlmy a8

“hm

13; % amd, 5 % 2 ies I \ ;
m@mrmmmpam&'?%m»% ugh 2 brunsy Jo -
sobetp and entriss and baluncss are aluest. a.:im’&.i.aal v;ith the '*‘mx- und Ausmgsbuch,
and purpose of this neareduplicsties is not olear, MfPorvmess in sase of yold bars
tre twoe The gold-bar esnﬁriw and balanoss in this book are olearly identical with
those of the Varuahisdens section only of the Gewichiskantrolls book. In addition
thers hes baen edded & colum marked foldbarrenstonderlsgeruns the figurce in whmh
chook with the gws of tha Sonderlagening seetions in the Geriehtskontrolle, |

14, %m‘bn&mo@m" iy ite importanse - if ony - 08 &

 holder of gold, and ite mh%%oﬂwrmmu%mwwwmwm i, )
‘ aemspmba.bm that the main records of this sacount weve mot among the documenta takem
¥: ﬂw onhr mm found thare which ebviwaﬁg rolate to this a@cmm

I

Bagtond des Tresors 4, Maidm apwial seotions dwm 1o
Wﬁm mmta and mm ua fialdankmf - inpiudes a section on Wmﬁmﬁ

mmmmm esnnot bo the basic cnws, butappmhf:mmmwmkw
o the ¢ us £ast that the assets of tho Dankbestond were divided for etorase
pusposes into two teparaie portions, the main portion in Tresor 4, and the sualler
" probahly wba%mr needod for or eoquired in the daily eonduct of business we wunwa
for as o Bey [;_jf% m‘d.w, ‘the' Spi&meﬁﬂge. : ,

, ’&wr# is & third boolk,. wry diffioult w plase bub poasibly eaplicable
as a mmam of soms gxwiﬂ’ammmn era, sntitlsd simply Gold in Barren tmv

anall schon fmzens It begina as of 1 January 1931 ond shows Ringang, Ausgang,

aad ourmt bﬁm for mpld bars and varfous mein eatogories of gold coing tmt

the goldwbar pages are not very active (all transactions vinee Ssptesber 1936 covering
leas than ond pags), the sums imvolved are puall, and from May 1937 to August 1939
the gold bar seotion was complotely olosed cut, iwen thia revival in 1939 (with
mammfmmmmmm) did not last, thmf\ﬁlmwm
closed ecut 28 Jarmary 1942 %4.d, Goldamkexif" and appoaring cn sowo date in !
Golwmkaw“w dem Bankbostand" %Wmmmmmw
that this book Lﬂ 3 guito poasibly only a part, of tho rocoTdy of the
Bonkbestand ascourt, Ifiﬁ mfmmwmrth@mmmwwmammwml
portion - of that account, mvez', it thon follows that the smownt of gold bars
involved is extremely simlls On the other hand, this swmp tramesction raigses
doubts about t.‘m hypothesie put forth shove that sll newly reocived gold would m
entsrod £irst in the Goldanksuf and thanoa, if gver, Wrsnaferred to the W@&M.

v ‘ . 3 ‘ . Yo s‘:"‘ m "’.*’,v-.,‘ A . i
18, mmm%tmwmmmwar@mmmmmawm

,t-o m&mmm‘ Corvesponding to the Goldbarren Kentrolblohor, are the three
A,E, mg,wmmmmwmxmwmmmm; m. Mm

at’w boss, the shiphert £70m Hagdeburg brought the. cors
sasnydlafiahas. ,g, ﬂmmmingwem&wwmmmgfaraumm iawm
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bank proper, but in vardous jsservate ond Dgygbs mainteined by the gg Por M

38 acoount ow othar emmgéu_ mﬁgﬁg agoncies of the Germsn govedtment,
gg%ﬁn.m.%%ﬁ%éﬁé sbroad will be shown, not

&p gw relanses from the Geldbsrren Homtrollbisher to Porvign banks and %3%@.__

but in tho subseoquant wovements of cuch asveta afier their indtial tranafer from the

ggg%ﬁ%ﬁwgﬁgggﬁ&?%?gwmgz,?né@gg&&%g

foreién agenays

. m

aw The fivet point of atltack in this connootion would appsar o bo the
Sodiehtalnntrolle %mwgﬁ.? g& which the fo g a@g SpEeaT
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CURRENCY SECTION FOR GERMANY
U. 8, Army Dranch

Fin. Br. G5
APO 757
19 May 1945

RECEIPT VOUVHER KO. 3
Reoaived fron Cumney Section for Gormn:y at Frankfurt-am-Vsin, the

following demribod itemss -

9l packages records received in shipment No. 17 from Reiehsbank Mag-
deturg, Germany on 9 May 1945,

The above dessribed items delivered to the undersigned per verbel
inetructions of Col. Barmstein. (Magdebturg shipment ).
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o ' INTSRROGATTION OF ALBERT THOMS
: oy

Lt Col Claiborne and A M Kamerck

| 18 April 1945

' Qs Where is. the book. show:z_ng all ou’t, go:x_ng of bars?

A: It exists but it is- controlled by.Devisans.b\teilungen in Berlin. ' This has
the summary of all the gold - and where the g;Old is sbroad.

; Q: Did the Reichsbank hold all the gold in Germny? Who held the Special
: fund of the SS?

I do no:t,kncw.' The ¥oreign Office had also gold in its own office. It
bought gold from Reichsbenk = perhaps 30 - 40 million BM, It retained
the gold from Italy. It had also amall depot in Eeichsbank around

10 million R T

Sonderlagenmg Book,

Q: | iwhere in Frankfurt/ Oder is the golci‘?
A: In theﬁelchsba.nk: brench.

Q: Has it been moved again?

Az It is possible, but I dc.;:- not knowe

Q: Why the %& ? K: TFrom here begins the sending to Berne.

Q: What does the word in fromt of Berne meen? A: National Bank, Bern.
Page 41
Q: What does the A& meen? Az Regumption of shipﬁzent, to Branches.

@2 What is the wofé in frc')m’c.‘ of Bern? A: National Benk
Hochwertige Goldbarren

Page 1 -
Qs Why is 509& n.nserted" A: This is a newer insertion and of a later date. Up to

1937-1938 we used to.keep books by bars by nationality, we then changed to a
bock system by fineness only

Verschiedene Goldbarren

Qz mPla.na‘tmon of "Deguss& ? A: Deutsche Golde and Silber Schade-Anstalt received
gold for industry, jewelry exported abroad, for industrial Military purposes.

206718
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{ifead of Precicus retals Q@pt., uemchsbﬁnk Head foicG,Berlin)
| from 2000 hours, 18‘ﬁ@ril‘194a to 0130 hours; 19 ﬁpril 1845
Vﬁy
It Col Claiborne amdfmrfén&reeramarck

The syatam.af books used in wmy depaxtmbnt cavcrad three kinds of
vars depending on the fineness - 9GO, Standard, 990 asnd higher,

All bars are liated in two sets of books - Chief beok end
Control book. ‘

Yor Standard samd 900 - only 2 books

for 990 - fine bars - poesibly more then £ sets of books., The
books are the ones which I thought had been sent baek to Berlin. All
bars in Merkers and Berlin are included in these books.

All bars cenang in are entered. Then after the bars go out, a
line is drawn across the page. If both sidea of the page are crossed
out, the page is pulled out after & while and laid aside in a speecilal
place, then destroyed. No line was druwn if bars went to lMerkers as
they &re considered a part of the Zerlin stock.

- Y

I believe the Zonderldg book includes all bars sent out to brunches
for safety ageinst air raids., Tkhe bars were sent out to 18 or 20
vronches., 1 believe the Bank tried to send around 1,000 kilos to cach
branch, it tried to tuke the finest gold to send oun- t%ese shipments,

411 baurs held by the b&nk arye listed, no matter whether they
belonged to the bank or belonged to some depot in the bank, :

The sbbreviation "Der" is "Devisen Reserve".

A1l diapositian of thﬁ‘wold bwrs was decided by the Foeurx Yeay Flan
¢ffice.

Some of the déepots which I remember ave Der, bego, Forelgn Offlce,
Reichsuinister Veérrustunge - 4ll of Cerman State - ¥ines de Por. DLepot
of the Bank of Eohemis &nd lioravia. A4lso perhaps of Belgium. The gold
6of the Bank of Italy was uander the disposition of the Cermen Govern=
ment's Poreign Office. The value in Ri of this latter gold wed paid
to the Reich. Then the gold became general gold without earmark. But
the disposition of gold is &1Ways et the disposition of the Four Year
?133-

226713
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To get the total gold held by the Reichsbank:
Total of the gold dbar books - . .
Plus gold at the branches in the Sonderloger book
plus the Verscheidenes Barren gald hook :

The Bank of Bohamindﬁoruvia has 2 dapot& in 5erlin.
a. one a real depot of gold’ ‘
‘b. other depot of claims ag&inst banks for geld

The teg B & l on the gold bags means Bohemia & ¥oravia depot. I
b@liev& it all te have been in ¥erkers.

The gold was pack&d in Berlin in haste. Caly the number of bags

was checkeds There was a difference of 1 bag. Herkers was 1 over the
amount ahipped.

I helieve 4699 baga of bars went 1o kexkers. I believe this to
be guite sure.. o

gpe g %hé bags of coin, there were some small bera m&x@d - tatalling

,v_zvﬁgﬁbut I ew not aure of this figure.

The bara were in sepurate compertments in the bank., To control the
contents of each compartment, all one compartment was bagged separntely.
AB & resulm. there were some bags contalning only 1 bar instead of the
usueal two, .

The Reichsbank has 50-60 million R of gold in ?witzer},an&. This
is quite ascurat&. ' : ‘

The Army had @ depotvfor ﬁilitary at the bank with not much bars
but coins. This was smell, around 2~& million R,

Thaée are other books showing what the ownership of the gold was,

- These are ﬁhe inventory boaka that we have here.

s

[ e e e

The ﬁrmy “bought gold from the bank, ‘The &rmy elso had & dapoﬁ in
Plauen, Schwerin. These were small depots probably for psaying for
gpying persons. 1 don't know whethexy Army had any gold in ites own
offices in Berlin.

The total of precious metal in Merkers was around 500 million RN,
perhaps more, not incdluding the S8 holdings thereé, The deposit of 35
was kept only for last year., This is sn inndévation. The stuff wes
turned over and the Reichsbank took only the weight of the contents
from & scele. The contents were then put in bags and sent to the ;
munieipal pawnghop. This institution made an appreciation of the value
to the Reichsbuank which reported it to the Reich Finunce Kinister. The
pavnshop already had paid through the Reichsbenk té Finance Winister
about 7+10 million Ri. The stuff ih Herkers was given to the Reichsbank
but not yet pawned. It had not yet been turned over to the pawushop.

Reichsbank notes and foreign currency notes turned over by 38 were
bought directly by Keichsbank at full value. The pawnshop sold the gold,
gold*teeth,ate.. from the 55 abroad. , C

1174
jt=
13
s
1
3
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At Kerkers there were only © little bays of piatinum. at 6,600 j2iv)
per kilo, the . total comes to. perhaps 10@,000 Kife

The gold rimgs held by the Reichsbank were bought over the counter,
The jewelers had to give up pert of their gold rings ws the rxngs were
‘riot %0 be sold to the pudlic. o jeweler is allowed to sell a gold
ring over 3%% fineness and not more than 3% grams in weight. The nings
over these 11mits were Lo be turned in and smelt@d.

Breadner and Deutsche Bank sold coine snd gold ebroad becau;é
they got eglo for eeins and dbars abro&d. Then turned over foreign
- exchange sgainst the gold.

The mezning of the following terms in the books isi

v iuftrach Weéhselﬁ - "AF" « selling end giving full vslue
"Devisen Schutz Kommando! - the Foreign Lxchange Control in
‘an occupied country.

The Reichs Xredit Xaese got its gold throughthe obligation of
private individuals in the occupied countriss to deliver gold to
,the RK K.

As regards the record of bers coming into Berlin and then sold, if
whole page on boih sides was covered, the ‘page vas token out and the
record iq not in these books.

The Belgian gold wes flown from Jaker to Larseilles to Feris in
French plunes and. them shipped to Berlin. This took over L yesars.
mot mll 6f it was bars, there were SOM€ COinG.

It is unpual for Xelchsbsnk brenches to have,  gold, Usually gold
gepots were brought to Earlln. Gold was brought to Perlin before

‘,gcld was sent abroad.

Deutsche Scheide and Silber Anstslt in Frankfurt received gold
in Prankfurt for distribution for industriel uses. :

The Foreign Office held gold in the ﬁilhelmatr&sﬁe eoffice,

: The Feichsbank gold held in Switzerland 1s at the Swiss Ustional
Bank., There were trunsactions of several hundred million RU with
- Switzerland. These included tremsfers to Rowanla and Turkey. Zach
month in the lust § to 6 yesrs perheape around 3000 to 4000 kilos of
gold were sent to uwitzerlaud. A1 ﬁhlpmﬁnta to Switzerlsnd were sent
first to the depot at the Swiss Nationel Penk snd later meybe sold.

Ducats mre‘trade coing ecolined by Belgium, Gzechoslav&kia, and _
flbania of 870 fineness, They are almost pure gold. 7They wre always
the smse weight in 211 countries with & weight of around 3«3 grams.

Wotationa in the Remarks Columm in the inventory books aygly to
everything thut follows, In the Sonderlzger book, it is gold from
Belgium certeinly until pege 28. Then there is & break im the contlnuity
of pages and there might be other remsrks in between before the pupes
gtart agein. , ‘

SECRET 225751
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- If there were several sssay 0Ks, the Reichabunk took the lowest
sessay. HRelchsbank did not re-assay, if the ber could be handled by
thie London market on acceytable gosay certificate. Only Ffrussian State
mint assays for Reichsbank.

Bankhauea Sturker is where the leading officiale of the Berlin
office are at Erfurt. :

Reichsbank inatruetions to brinches are to send valuables, currency,

and @ 1d to safe place when threatened by Allied occupatieﬂ. There
‘are no instructions to destrcy these,

. Coinms

Bestandung - Held by Reichsbark; given on 10 day statement

Golde inksuf - suspense account of gold bought until turned
over te DER

'
I

1 Ducat = 9.60 Ri |
1 beg - 2000 ducats
Totsl should be afouna 2 million Ry

1 ¥ariB Theresa Theler is worth only tue silver in it.

The Japsnese bars came from the reilrosd station inte which
come the traine from Hemburg. I know nothing else about it.

- 226752
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wlmei bernete in‘s imterrepation of albert Ihons

1& spril 1945

Colsnel Clailorne, Colosel Crugon, iive Hemsrek

Hotes made by Lyr. Kapurck

[

selmer, Veliek, fromknicht

97} t‘h:a;p shilwment of the werks frem
i woried.

Thioma, snd the 7 sservetaries (Fonmerls

.1

A the curvesney wne (i sa put of ne Velck was on the ground,
% peersterios s the wagon, 1 on the slevetor wbove, 1 in the ming, 1
Hothe wey above grounde Thioms w working bwotween the rogm whedyd
xm’f:e@ were and the elevata , Froginicht wes woving wwound above sad
el 0w, ‘

A eeriein aumber of bags wers alwoys lald ou thie cask (86U bags),
then wmoved under surveillanee of secreteries to the elevator.

The mine gave tue use of Folish wo rkers. ~Thers were appromimately
20 weorkery at fipst. Uhe eurrency was carvried Ly hand frow yroom o ‘
glevatore 411 the work wase done in & hmrr;e, fe}r t”aw ?’ﬁ%ﬁ mmfm of‘ drngey
of Allisd ceoupstion. ‘.i’?rae; work wies indd: sm R
The wagon wee brought | e direction of
recelivoet nows the HER li*’w v Inberrupted
, em,«i& net e teken awesy that m.*:ez 1lng.

'33'.2‘.;.s::m e
35?3 PR g“ ‘53“

£

It wae i.mim;ms ible 't,ewt
baek into size the swme algh
gecretaries were left en guaxd

X5 W Z”E F
s s, L2

’f}:&’-’ﬁ

workers - X4 op 15,
s;:r in the ooy, ﬁ%ﬁs'ﬁi
were emyyied fram the
,wtsw srotheyp way M&m
then beeked out. This ;{"‘f:m
t‘{« mwt ‘is?_aas ABeTionns im
: 1% @. The work wao mi.mm
;i‘nm ‘éﬁiﬁ W xmfs e
ihoy had no grest :
g‘zt this was routine
red énd continusd the

apining the mine g
vraonsghit fyem 4
down the zle f',b'{.kﬁ.k B tm '%Jki%.;
alevaetor room By k 55 1iv,1= WG
unieds A TR WEs L5 voom
©ibovt 2 hours, J,zzz;ri*’xg i.z?. i work we nou
short tise probubly weould be voeunpylag o
in hepe thet sll bags would be gotten i Tk
cue@®e IW & 0Tt Lime, :;sz,,m*iwn Bolo i@m BLE
imterest in the work. Wasd belleved thet they
opereation. “he officisls (Velck, wd heilmar) w
WOTK.

wegon never laft the mine, It stayed there frem midday to

night, ".&mn it was guerdsd by seereterics duzliag the anight.

7

G Did snyons elss hsve snything to do with the FONSYT

L.
E25 |

Fromenicht and Thows left the mine somet :5:“.@ after smericatiy Gone.
Iut I can sm“L tell whi 23 a.*fiy@m m;mv o the wovey. Shile I oww
there 1 pow 2o ovoe touch **m, ZOREY . BT «i“‘{lir‘ém and Gedlwmer 4id ast

mmztisz:e g anyone touching it. Y 67772
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U. S. GEQUP CONTRCL COUNCIL :
(Germany) . S B

AP0 T2 |
V';l “ 19 August 195

. SUBSECT: Velue of Gold and Szlver Bullion and 601n Held by Commending
1 Genersl USFET at the Keichsbank Building in Frankfurt.

Lt.Gen. LUGILS D. CLAY
. Deputy Mllitary Governor

10

/gExperts from the Ue Sa Treasury Department end the Benk of bngland
have just completed the job of weighing end eppraising the velue of the
golé bars, gold coin and silver bars thet ere being held under the control
of the Commanding General, USFET. The more signlficant facts in which

-’you may be 1nterestea cen be summarlzed as followsh

The totel value of ell gold found in Germany et the rate of §35
per fine ounce is $262,213,000. Of this $131,637, 000 was in the form
of gold bers, and $130,L55,000 was in the form of gold coin. In ‘
eddition there were 8 bags of rere gold coins which had:-been held by
the Reichsbank, the numlsmatic value of which has not been a&s yet
ascertalned. o i

. Of the total gold found in Germany 3239,28&.000 or 91 per cent
of the total, was found in the Merkers mine, ‘ :

, In addition ta the gold found in Germ&ny there was found in Austris -
. gold velued &t $32,175,000, which 8t the time of its discovery wes in the
possession of officials of the Netionel Eank of Hungary.

- The total amount ef silver in our possession at the rate of L5 »
cents per fine ounce is velued at $270,L69; consisting almost entirely of silver
bars. 4All of this silver wes found in Germany though much of it hes Hungerien
markings.

‘ In sddition slightly over'35,000'ouncea of platinuﬁ end small amoﬁnfb
of other metals in the pletinum group (iridium, rhodium and plladium were
inventoried but the value of: which has not been determined,

In addition to the foreg01ng ‘there sre certein quentities of
silver coins, shot silver, silver screp and miscellaneous items like
wire end pipe seaid to be sllver, which were not valued though someof it

~ was weighed,
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The foregoing does not include any 'gold or silver contained in. the
quantities of loot held at. the Reichsbank .Building in Frankfurt.
Separate arrangemente are being made to velue such loot, as well as
the considerable quantities of currencies end securities alsc held in
the neme of the Commanding General USFET.\

Atteched for 3our 1nform&tzon is a copy of the technicel report
submitted by the experts. It contains a deteiled steatement of the
methods employed by them and technical informetion concerning the gold
end silver., You may be interested to know theat for all of the gold
found in the Merkers mine end several other shipments we have been
eble to reconstruct the exact position in which each bar was originally
stored in the Keichsbank, Berlin, before it was moved awey, and now have
the gold so arrenged that eny particular bar cen be quickly loocated
as & routine operstion. . '

It is recommended that & copy of this report, together with photostat
copies of the work sheets, be transmitted to Washington.

- /8/ B, Barnsteln
. /t/ B. BERNSTEIN
Colonel GSC
Director, Financiel Division

N 226775
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: In our memorandum of 19 June 1945, we outlined the general
‘procedure to be followed in evaluating the gold and silver values .
gtored 1h the” Reichsbank in Frankfurt, The inventory having been

~ maée, ve submit our findings and comments for your information.

Attadhed is Schedule XII showing the values found by the
committee. Also, attached are Scheuules.l to XI showing recaps.
itulatimn of the work sheets and other partinent data as follousz‘

K *,_ Schedule I - Bchedule of Bar Bhipments to Merkers Mlne' :
| 'Schsdule,zi - - Gold Bars 1 Sy
i Schedule III - Gold Coin |

| Schedule IV - - Gold Cotn

. Scheéuge-v“ ~~;Bare Coins - ﬂfﬁ' [ u,“gmf‘.vz‘f'§

Schedule VI -.,f,-‘snver m Shipment I G
Schedule VII = $tlver Coin 1n Shipment I S 1
- Schedule VIII ~ Platinum Metals £

‘Sehéduiefix ‘f‘Melters, ‘ %?‘ o .' '»_H‘ e j‘ i

s‘chzediile;;x‘f: -f.-ks\zmmqry of silver .
'Schadulein~' - leue mf G@ld and Silver |

' gﬁSchedule‘~f“ Vecugituldtion of 5hipments by S
| ‘ Type of Metal | | : .

Ve leave with yeu 234 worx sheets covering geld platinum
metal and odd bars, 108 work sheets on gold, silver and rare .coin,’
and 5 folders of work gheets on silver bars. These work sheets
are in poor conditien and should be typed before they are exumined
and handléd too much. -They are the original records of our work,
and 1f lost before" typing, it would be neéecessdary to reweigh the: . -
 bars and coin. In order to understand the work sheets, we submit - 4

. the iollowing relutive to the yrocedure follewed in acc ompllshing :
our ‘task, i, N ,

K ments in Berlin and as . they were tagged for 5hipment to the

' Mine. The 1list shows the compurtment numher, the b&gmaumberv
the Reichsbank number, zs we 34: imb ar
type. There were four class
ene, Standard and 900 er. I
from which bars in bhlpment

_ the Bunca. dtItalia.
number appesring’ on wchequle I beC:Juﬂ oi th» convenience of check-
ing the German records. The t@tdl for Shipment L is comc led fr@m

.......

G - qra
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' the total of the'varieus comparﬁménts listed on Schedule I. Com~

purtment A 144 was not complete with bar numbers, ete., because,
s explained by Thoms, this wag & residue compartment that was

'9repared for. shipment at ‘the lagt moment. We reconstructed the-

bars in A 144 from the Verschledene book and obtained the total
number of pleces listed by Thoms, namely, 181. Two lgrge natural,

o

The bars and scrap listad on page ll, 12 l rge Begussa buTS,

6 small vaS, and 2 bags of serap, were in ghipment I but not listed\

for shipment to Merkers, In additiom, 172 silver bars were found
in 4 144 that vere not listed. Thoms knew oi the silver bars but
did nct know the total number.~ w

Schedule I was used as a starting guide and work sheets were
grcpared rith the fellowing columner hebuinge inserted~ -

Column 1

ACelumn 2
Calumns 3, 4 & 5
Colu&nS"é 7~ 5 & 9

'Columns 10 ll & 12
Column 13 ’
Column 14

Columns 15 & 16

Tha following informstion. was recorue& frow the RbiChob&ﬂk
books to the work sheets. The 1nfarmatien so recorded was noet the
determining factor in compiling our inventory. ‘Tt was merely used -
5% a gulde and for récording information that may be of help in
1nvg~tig“t1ng trie origin of the bars. The- inventory Vias comniled
from the hctual weighing of- the bars dﬂd coln.‘

Columa . Dete regeis y. Be h-" ks In this column wasg
recorded the daté ,he éold b&r» were enterr” in tne B@ichsb@nk'
bar booxs anu c*aqufiea as to finenes ' S

Column 9.  Bar Hu . In the last of the four cclumns under '
this hexding WaS. insprt@a the Relchsbank nuaber a%wigned to- the.
bar. The practice wes followed of ussigning a number to a bar even
though such bar had a melt number stamped on it., This practice was
followed no mutter what Kind of bar wasy 1nvolved The number car—,
responded to-a Humber lsbeled on the bar kpast@a on with Scoteh
tape). This number we called the Reichsbunk nuisber and in all but

,a very few cuses 1t wisg the identifying number. I1f no Rﬂichsbank

number was: dVdiluble we recorded the melt number.

‘Column 10. The gross neignt oﬁ the bar, in

f1los, was recorﬂe& 1n'bolumn lO 1rom the 3910h°0¢nk‘° boohs.~

~ Colusn 1l. Com ad_Oug - The brObm &1los rocorded in
column 18 were convertea inte ounaem asing “the fuctor 32. l5®74¢A
oz. eguéls one kile." This conversion was made Ior the convenience
of the waigher aa our weights were in ounces. '

228777
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‘Columns 15 & 16 ichabank. In cclumn 15 was recordea the
fineness of the bar as it appear@d on the German books. ' In column

16 was recorded the fine kilos as ‘calculated by the Germans. - Fine
‘#ilos were ebtained by wultiplying Column lO by Column 15.

( The columnar work sheets with the . above Ainformation were pre*
pared frow the German: records and from cenverting gross kllos
into ounces, and were taken’ to thé vaults where entries were made -

in the: remaining columns, namely, 2 3, 4, 5, 6, 7, 8, 12 ana lB.

Column 2.< Melger. The name of tha original melter of the- bar‘
was inserted in this column, -the lnformdtion being taken from the -

‘bar., -Only in a few Instances were we not able to obtain the name*

of\the melter. Because persons not’ familiar with the various’
melters throughout the: world may ‘examine this ‘report, we attach
Eenedule IX showing the names of ‘all the melters found on the bars
together with the ubbreviationa used in recording the melters and
the country. : , . , '

Columns 3y 4 & 5. ASQazer. In one or more of these columns '
was entered the name of the assayer of the bar. For example, if
a United States: bar. was processed, one column would show this bar
had a United States assay on 1t. If the bar had also beén in
France and had -a French assay, 1tiw0uld“bé listed in~anather col#
umn, etc.. S

Columns 6 7 & 8 Bar Number. Under the he@ding "Bar Number“
there appear 4 columns. . Entries into Column '9 . have been explained
above lndicating that the Relchsbank number appeared in this col-,
umn, It was explained that this number was taped on the bar. If
the bar came from a refinery or bank and had an identifying number
stamped on it that number was recorded. GColumns 6, 7 & .8 are
headed "U.S.", ®B/EM, and "Others". If United States bdrs were

~ welghed, the melt number was entered under Column 6 headed "U.S.Y.

Bars: beﬂring the Bank of England mark were listed under Column 7,
"B/E", Numbers on the other bars, including numbers on, the Prus’
sion Mint bars, were. recorded under Column 8 marked “Other"

Column 12. setual This is ‘the most important column
on the work sheet. In this column was entered tne actual Weight

of the burs as they passed cver ‘the scules.

Column lj. Fineness. Entries in this- column were que at the
time of actudl welghing or lateér from assay. certificates or records
if no assay appeared on the . bar, If the bar was Qf Ehglish or
United States origin with the fineness stamped on’ it, that fineness

was accepted and listed zt the timé of meighing (all"United States

bmrq have the. fineness stamped on the bar and the majority of ‘the
English). ‘This fineness will not necescarily correspond with the
finenéss recorded on the German book and entered in Column 15 be-
cause . the Germans' followed *the practice of taking the lowest assay
on - the bar., For example, if a United States bar had been assayed
by a French assayer and stamped lower than the United Stutes asqay,

the Germans would accept the French aseay.

-

In cases where no assay was st&mped on the bdr, “a aedrch was

‘made of the assay: certificates captured at Merkers and the assay

was recorded from the certificate. If there was no. fineness stamped
on the bar and no'assay certificate, the fineness was recorded from
the German beoks.: Prussian Mint .bars do not have the finenéss
stamped on them. The majority, however, had -assay eertificates

‘ available.

w_Ef S 226778
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In & few cases where thare were no certificat@s and the fine-
negs wds not recorded on: the books, we estimated the finenass. .The‘
e¢t1mate was always conservative.vv ‘ B

- After the bars were weighed and the fineness determinsd the -
fine gold content was calculat@d.‘ 41l ecalculutions were ehecked,

that is, the original wag’ ma&e by one per=on and the angwer checked
by another. ' . , , . .

' ;e G Shipment 204 cons iﬁteu of Hungarian gol&
pacxed in boxes. vmhe Same. procedure was followed in inVEntorying
these vzlues g in %hipmant I except the information was taken

from the books of the Hungarian Nitlondl Bank. There was no Relehd-
bank number on the bars and the Hungariazn number stumped on the ‘Bar
was used as the 1dentifying nunber both in the books and on the bars
There were no assay certificates and the fineness wag tdken from

the bars,‘and in a few instances from the books. o :

\3; VL discall s Shipments All other shipments of gold bars
AN were - arparently nat scheduled for shipment by the Germans, und
~ there vwere no records available to identify them. In such cases
the bars were sorted according to melt number &nd information was
taken from the bers and traced back to “the books, Shipment 27G,
for example, had been buried in the wet ground and all identification
merks had been destroyed. This qnirment wes reconstructed from the
melt numbers appearing on the bars. “Only in a few shipments were
we unable to trace the bars back to the records, namely, Z6C, 2758,
27C, and 2C.. 4lso, in ‘shipment 1, ‘the items appeiring on page éll..
?e weighed the bars in these shipment« und estimated the fineneas, ’

y “'g . -l

rocedure. The bar bags were sarte& by qompﬁxtment mumber and
,by bag number ‘where a ‘téag wes on the bag. In & grest many instances
the tags had been lost. Th@ biégs were opened and the bars” sorted
by gnichsbanx number if one wuas on the bar, otherW1se, bg the - melt
number. : . , .. .

The work. sheetﬁ mere prsgarea in “uch & manner thht each sheet
regpresents a stack of “30 gold bars or as near to 30 as’ Was passible
to obtain. The bars were stored in piles of 30 or the number on
the sheet, in the compurtments. We attuche loaatioﬁ charts showing
the stzcking of the bars. On the location sheet ome bar number in
the stack will be listed. 4 bcr can be traced from theée books to
the work sheet to the stack or from the stack to the work sheet and
to the books. For exampleé, if one desires to find bar number -
‘44,994 the first step Is to lecok st Schnedule I far the ot numbnr,
which is 4Ald., On.the work sheets labeled £14 oue’can fing the
bar pumber under the Reichsbank number on puge 9. From puge 9
one can obtsin the pile number and from the 1ecation chart the
acﬂmul stack in which the b&r is loexted.>

Shivmpent 1. The bulk af the gold ccin asg shown intbchedule
XII wts contained in the Merkers shipmunt. The colns were sorted
~according to.compartment number insofar as praeticable. The coins
- were 1in small bags inside & large bag. The large bug had a tug
identifying the eompartment from which it came in Berlin. ‘Bome-
vhere in the movement msny. tags had been torm off and had been tied
o to the wrong bag thereby confusing the serting. Other tags were
mis;ing and 1t was. 1mpo&sible to idantify the coin wCGGPding to the.
. comp&rtwent number 4s in the cuse of gold bars wheré there were
" other identifying markings. Also, the bags were sorted. acéording
 to country of origin within the compartment. Because 216 bags of

coln were not availsble for countin5 until uiter the others were
sorted, the continuity in rscording and stucking was lost. However,

these 216 bags are sorted 1n the same BENRET 4% the others.
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, after sorting, the large bag was epened &nd the number of
the tag on the large bag was recorded in Calumn 3 of the coin’ mora
sheet under the heading %German Bug Number¥, Also, in Column 2
wae recorded the denomination or type of cain under the heézding
"Denominsztion and Country.® In Column 4 was recorded the bag
- number dssigned by us ‘under the. heading %0ur Bag Number™. The
“mdll baﬁs inside the large one vere then opened and the contantﬂ
poured into & container and weighed. The gress meight of the
coins was recorded in Column 5 heiaded TCross Weight.¥ Caution C
waa ex ercisaa to as»ure tho cerrect rccorning af th& @&ight. Th@ ;

by th» clerk Who rec@rded the Ueight and ne iiﬂtaﬁ tae bmg numbar, ,
denomination snd weight on the tag =fter he had recorded it on the.-
 work ‘sheet. fThe welgher then checied the seignt on the tag with
- the weight on the scale. . Also, the tags on the sm&ll bugs were .
~ saved and pleced inside. our bag with the’ coin.~ In auuitiong the
nunbers appearing on - the small bigs were recerded in Columms 7 tc
13 of the work sheet. There were usuzlly 5. small bags with tags
. which were recorded snd the tags placed in the large bag, However,
S in seVeral lnatances]the t&g& were wis ming from the small b&gs or
the numbere could not be read as they fere often written in witk
pencil or "gératched out®. The Feicha Pk were packed 10 smail
bags t@ & container and were in very bad condition.  4As-= rul&,‘
there vere many tugs missing on the Relchsmark bags, In columm 6
was entered the fineness of the coin. The fine wei@ht of cuins of”
the . qaﬁe finaneos «ds obt»ined in ons calculution‘ '

: JOCatiOD ch¢rts Bre att&ched nhmming the locutloa @f thu S
 bags sccording to our bag number. From this can be obtained mth@rﬁ_.
A yertinent thd from th& work. ﬂh@ets‘ E '

A ;““”L* s Shiomen ke qtcu wbove &nd shom . OnL
‘vucheaule YII, there were n@t many coins in the other shipments.
These were hindled 1n the sumé monner us ﬁbgcribeu‘ubovw'in”Shiﬁ~
Bent I &Acept tp&+ there tere'ao camgcrtmant numbarﬁ. , '

‘ Considerable udntitiea'oi the yl‘tinum group metulﬂ‘*
inventoried by the committee. Schedule VIII shows the quan e
of esch type metal found in esch shipment. fore detulled inform-
wtlon is avallable from the work sheets. In Shipment 1, six pldt~ 
Cinum bars were found in & coin bné. These buta sere weighwa dnu
the stumped fineness on the barg wag tiken. In :
- 6 boxes oi platinum m@tels hs they hgu come from
The »,eight; on the. ’ﬁ?l"u,_&j.
made from time 16 time. he :
whicn.saq'ueighed snd bag gea in leta of'a;groxim“tely;étﬁ sunceb.
in this shipment there were also 25 bott tles containing plstinum
‘metals and the aei&ht@ on the bottlws werx accegwau mfter uh&ck
»eighing a few. S . i R o

Silver Bars

”he pTOCE*uTQ for mgakﬁg the inveatury of th& nilver vuiuau

1urs of siivar .ua uvailable.v

‘ In some ins*ances zarts ot the Quma hiyment &e?e\&tored in
more than one viult and it was sccordingly ﬁtﬁiﬁe& that
plun was to Iist the contents of esch vault separsately  ;,
ahow tne tOta;S of the silver cantgined in esch shipment on a

226780
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racapitulation sheet.< The wora wheots inclading a summary of the
contents of each vault have been” bound into 5 folders, Charts
showing the position cf each stack and- oi edsch shipment have been
made, To facilitate: ‘eugy reference %o qny particulur ber each’
layer of each stack 1s represented by one’column on the work sheet -
the first column for edch stack containing ‘the details ‘of theé bottom
layer, and the ‘last column those of the top 1ayer. Further, the -
first bar of esch . 1ayer hag been placed in the samé relative pasi~ ,
tlon in all tacks ana has been. indicatea by a red dbt on the charts.

mherever poasible the bdru hdvv been broupeu drﬂerding to tﬁelv
. fineness and stacked in a. ‘manner tm fusilitut@ counting And t@ spreﬁd
- the weight on the floor. :

The methou adopted for maxin? the inventory 01 Lhe bars was a8 .
follous: nherever the number)cz the finenegu and the weight were.
stamped on the bar thbeW£hﬁrecurded as exgerlence hias shovm that
for. prdctical purposes these are invarlaoly correct. In: those cages .
where no welght was stdmped ‘the bars were weighed on an. autom@tic :
seale. especially obtuinea for the ﬁurpose. ﬁltheugh ‘such & bCale
caandt be considerea as accurate g 8 bulllon balance any aggregate
errotr was reduced by weighlng, usuaxly, 5 bars &t & time. " Where
the flnenecs was not stamped on the bar it was estimated.  Where
neither. wGight nor fineness iwere bt&mped, "ag in part of ~hipment
56, .both: were, estimatea on & conservative basis.;dv

In *aaition to the barS a certmln amount of shot qilver and
silver scrap was welghed; Other items in bhipment %6, sald to be
silver were inventoried but 1t was found impracticable 10 asses
theilr value‘ There is considerable s lvcr in the 1temo not evalu~

-ated and care, sholild be exercioea OVbT them in the ame munner ab
the items inventeried. : . S A

- We wish to point out that the- gersonnel used on the inventery
by the committee-was totally inexperienced. NMen engaged in hendling
the metal had no. previous experience and most of the clarical work’
was done by, similarly inexperienced eﬁliotbd men. ‘The calculutions
vwere nisde by ‘men who had. never before used a calculdtor. Even the
equipment’ used was ascembled from oombwwrecked Frapnkfurt. “The .
»committee feels, h@erer, that ghe mork is sub=tdnt1ally accurdte, o

: Wcrking COHuitiOﬂ& were extremely unss 1$fuctory.¢ The VmUltS

in which the. work wasg' carried out were mever bullt to hwnale or to

. store gold in such large cuantities and the work was. accomylivhed '
" under cramped condinlons. Espec1qlly Has thig true “t the st 't{
%hen the aorting cf the’ bags aas in progress.b'1 ' :

. The committee Has stcrea the leues in an or&erly mmnner S0
that the bars and work sheets and books can readily be- com@wred..

~ We rccommend that the compartments. be 1nft under seal unles gvit
becomes extremely urgent to open them. “In Lhut ca e great cure
,should be taben not to mik the contents.1;,, S cL
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The eommittee thanks you and your asseciates for ymur
cooperution in helping us carry ocut our as ignment.

. -

Bank of England‘Représeﬁtapiveéf" ‘ -w'ﬁ;é.'Trg&aufyfﬁépresentatives

LN

- F.E. CopLToN

o oo

 THEGDORE H. SCHIERCKE
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| MUNBER DATE
A(Cont'd)~
18 13 May 45

1k May L5

19 May 45

FROM .

Pelcbsbanu, Munich -

Qéh U S Armmy, Grasleben

7th U 8 Army, Augsburg

[
=

4t QW

@ L

RS Rw Re?

A.
B
c
D,

FBNTIALL -
- ~
CONTENTS =2

ol
104 bags said to corntain foreign currency and coins’ ‘

bezs said to contain forsign currency
boxes contents unlmown
vzlises cohtents unknown

YOO e in g

2% bags seid to cortain forsizp currency and coins
li cases leheled "Posen Dorkircher
1 case lebelsd "Collsct Sehrwa und Lissa®
2 cases labeled "Silber Kirchengerat®
1 casz laheled "Lissa ol_gutlﬂhs“ -
L chests unmeried o o -
1 trmnk iabsled "Eﬁelmatal i
1 bex marked 5
-1 Frocessiongl Cress
87 cases said to contain monstrances and “shrines
€35 cades said to combain golé hUidlon and coin
2 cases eaid to contain forelsn currency sand coin
19 cases sald to contain safe keeping deposits
5 containers said to contain vlatinum and other precious mstals
1 pecliage sald to telong to HMungsrien ¥Militsry Police
28 cases said to be depogits of Trust Company for Crphans of Bhdap@st
-1 sack s2id to contsin:
"a. Ono case sealed enve lop & re Jewish propertiss )
b. Ons package said to belong to Mirister-Fresident Ferenc Szalazi-
e¢. One cags deposited by Commercigl Bank of BHdQPGS«
2 envelopes said to contain securities
1 box said to contain wvaluables
h boxes said to contann currenc;, coin, jewelry, etc.
2 meil bags saild to conirin coirs
3 bo 23 said to contain currency

8 bags said to contain coin
3 bexes said to contain currency
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§ v = NUMBTR DAt . FROM CONTZTS .
“owm Sh , A L
6—4‘% \: (Conttd) - : , : .
-er%\\ g;«? ‘ 21 19 Vay L5 7th U S Army, Augsburg by 1 bag said toc contain curreney
2 § ... o ) : G '3' bags said to contsin currency
‘i E .4 A B 1 wooden. case sald to eontain currency.
3 I 7 bags seid to contain. currency
g~ T 2 bage said to contein currency : .
Q;E ..‘:é Relc_l';mmz + Munich X 11 boxes said to contain gold and eilver ingots and silver medallions
"2’5‘\5 122 26 Vay k5 - 9th U 8 Amy, Strasfurt 5% containsrs and 1L bags said to conbain precious metals
Q)g 23 30 ¥ay 45 - Reichsbank, Holzminder = L Y box end Lk begs seid to contain jewsls, currency, bonds and gold coins
X P : : 1 bag szid $c coniain jewelry ' , ’
(' . ‘ - B 3 bags 82i¢ o contzin @olé coins, forelgn notes and gold bars and to be
: . S proparty of Schwerin Gestaopo ’ :
2 1 Jun L5 Pinance Officer, 12th Army ' , : - -
3, ‘ : Group {From Alt fussie,iustria) 1 bag said to contain gold coins '
{ 25 8 Jun L5 Reichsbank, Halle 96 bags said to contain Gemman coins
: ’ 2 peackages said to contain forsign currency snd securitiss
‘ : 26 9 Jun 45 Reichsbank, Regensburzg o A 1% bags said . to coniain gold -bars . o S :
i - oo P e B 9 suitcases, Lk woodsn boxss, and 1 cardboard carton said to contain
'! 3 jewelry and sécurities - ‘
. } ) 1 sack sz2id to cortain tabsrnacls of Russian Orthodox Church
A . 43 bers szid to be silver - '
R Haidhausen, Austria . ’ c 1 bag said to contain. Austrian gold coins
’ z ' ' 1 bag said to contain gold bulliecn
'3 . 27 . ~ 10 Jun k5 7th U S Army, Innsbruck . A 25 boxes said to contain gold bars
ST ) S ' 12 bags said to contain coin
- S bags said to contain goid bars
= 1 bags said to contain currercy
g i Dorenwald bags said to contain gold bars A
g § Lindau /6 boxes said to contain gold bars S
B : o |
A TIAL
£
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¥ -—— E " (Cont'd) - ' ‘ :
§ N "‘@ 27 10 Jun 45 - . 7th U S Army, Lindau € 5 bags said to contain coin ,
= ‘ e o - ’ : : ' 28 bags said to contain gold bars
i§§$§ b L boxes said to contain gold bullion
e X , : ) 3 o : 2 bags said to contain gold bullion :
5;2,5; - Ruhpolding and St. Johann D 1 largze green box and 1 white pine box said to contain currency
!“6’% C‘E, Oberbichl ' . E 1 box said to contain foreign currency and secumtles
e OO v ber Siegsdorf F 1 box said to contain Hungarian currency :
”252 \’EE::‘a% : Wéllgau G 364 bags saié to contain golé bars
’“-%;:§>7~§§5% 28 11 Jun 45 - 3réd U S Ay, Erlangen o .. .2 hags said to contain currency and-securities - - T
Dt . R P s T . ) . P
' Z Eg%‘é 29 - 15Jun LS : Relcbsbank Zv*lck‘au o 41 bags said to contain gold. bars
X S BV : v
':qxuéédggaf”ﬁ 30 .15 June 45 Deutsche Bank, Meiningen ' 1 box said to contain Forelgn currency
IS ' ' . ‘ ' b 1 metal box said to contain radlum
o ) S 31 218 Jun LS - MG Det F1H3, Reuris 19 bags said to contain gold coins and ‘bullion
- 'ftis; } : L : . ’ » 1 mail sack sald to centein ﬂur“ency ;
,‘?EQKB 3 5 boxes said to contain currency
iggfsy o 3 bags said to contain jewelry and silverware
L= 1 mail sack said to contain wrappings from currency and coin
{0 =X B 2 boxes and 10 bags said to contain ‘silver coin.and bullion-
,Aﬁgég::%i3‘ - iy . 1 envelone said to contain gold coin, currency and Jewelry
% Aé ' .32 : 21 Jun 45 . XXI Corps, Mansfield o A AV Iy vags ‘said to contaﬂn 511ver bullion
SE5: RS : ' » E - 5 albums maps
R o “ 5 albums said to be on botanical subjects
2 : 1 helmet said to be Nerman Helmebl '
| Sondershausan , ‘ c 2 sealed envelopes said to contain' currency
33 22 Jun L5 Reichsbank, Leipzig ‘ " 32 boxes, 2 bags and 1 packagse said to be foreign exchange

REPRODUCED AT THE NATIONAL ARCHIVES ;‘[ R

assets of affiliated banks of Reichsbank, Leipzig

CONFI
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§ gé DATE FROM - - . S CONTENTS
oY 3 : A ' : ,
' -%E N, 23 Jun 45 Reichsbank, Kothen & 2 bazs s5id to econtsin currency
sty 13 . N .
tgig Wi . 2 bags said tc contain gold bullion
‘:q"“: :‘g,. \ , Reichshank, Dessan S B 17 bages said to contain currency
1£§*25 % V ‘ L bvoxss szid to ceniain currency
< 8 £ L s : .
- & ‘Q‘g 9 btegs seid to contain coins
. o‘% g g’g Delitech C 2-1/2 truck lcéade nmiscellansous securities
o ol Mensfield Copper Mining Co., )
R _22 é Eisleben T 73 bozes, wooden, said to contairn silver bullion
%JH~iE:€5;§ L0 chests, wooden, =28id to conbtain silver bullion
Ré?-<=;3;£: Delitsch én@hBitterfigld‘ i B 1 box conients unknown
§3@5~§ - ' 1 beg contents unknomm
L83) . - » 4 |
3 é@ ﬁ? a5 22 Jun 45 Reichegbanlz, Nordhausen S 2 vags said to conitsin currency, gold ccolns and securities
. 36 25 Jun 45 Various banks, %isenach 4 bazs said to contain currency
i N S : o ] 2 -packsges said to conbain currency and securitiss
; S 1 envelope said %o contain securities
; - 1l bag =2id to contsin currercy and securities
VE?' 37 25 Jun 45 Various banks, Schmalkalden - A 3 envelopes said to contain currency and securities
Vo b . Reichsbark, Svhl - B 1 bag s=id fc contzin currency and securities
D ' :
Sa= Egggﬁ 28 22 Yun 45 _Reichebank, Nursmburg - - L boxes said to contain currency and securities
] T Ak Ar - - ' A . - . PR
~ﬁ,a R o 39 25 Jun L5 State. of Saxony, Bad Elster 2 boxes said to contein securities
3%k, R
§ 4o 26 Tun L5 Reichsbank, Jena : ‘ L2 hazs said to contain silver R coins
A, . ‘ « ~ . e
- A : A A ‘ - 1 bag saié to contain currency
—f - . .
. - i ’ - ~ -
; L1 " 28 Jun L5 Reichsbank, Somneders ze) said to contain 5 R coins
; 3 ‘ : ié tc contain 2 R coins '
gmall) said to contain 5 FM coins
t

o contain silwer bulliocn
to contain coins

- to contain ecurrency and securities
Y . .
i '
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% = NUMEER ATE TS
~';f s & Lz 29 Jun 45 Reichsbhank, Zwickau - A 2 bags szid fo contain gold and silver coins
;Eﬁié W j; ' ‘ o o L bags sa?d to contain. foreign currency
< xF 2 Reichsbank, Crimmnitschau . B L bags said to contain foreign currency snd coin
e X g ) 1 package szid to contain gold coins
Vég'fg ﬁi ’} Peichshank, Werdau C 1 bag said to contain currency, securiitiez and coins
@ﬁ;ég q:q;.é‘( Reichehanik, Gera. D 235 bezs said to contain Gorman s;l#er coins :
3‘6’ ~ .9:2 g C 3 bags said to contain various coins
L ‘)@E £ 1 basz s=2id to conbzin coins
. F':--xﬁ B ~ 1 beg e2id 3¢ contain -
{A,w 'g.‘i? . 2 bags said to contain foreign currency ’
LRk ] ; Reichsbharnlk; Waeranse ’ ) B 1 bas said to conssin foreism currencs
tyrigﬁiégﬁaé ' aichsbhank, Lizerans B & saild to contain foreizn currency
: {3 ' .
géi gg;gésé% h3 29 Jun A5 Beichs?a.L, We%ssepfels A 1 bhox sai§ to ¢ ntaig forsignm currency,*coins and securities
Y Reichsbhank, Zoitz B 8 tegs =sei tain Germar silver colns

s.,!
[
)
[
wo
J O]
},l-
0

e niain foreimm currency, coins and sscurities
i :
i s~ .o
' § Q?" 1 Ve Yoy 2'-" 4 ¥ h W™ 2 s 3 1 12 i
NS - 8 Ly 3¢ Jun 45> Reichsbank, Welmar ¢ begs ssid o contain Garmen silver ceinsz
( 2 boxes said to contain forsign currsncy and sscuritiss
Y
Fe:
26:2(\ L5 ¢ Jun 45 Reichasbani, Leipzig 4h boxes said to contein foreiznm exchanze assets
it 1 beg esaid to contein silver ccins - B
< ; :
’;f—? ,
b s
i fe Finane ' o
[} . - ) - - . L3
[E Sehlein 1 ¥Metzl Cose =nd 1 sack g2id o contain foreign currency =nd coins
i | | ’
4 L7 3 Jul L5 Reichshank, (otha 1 small box szid te contain diamonds

s
n

G w»mﬁ?@*f‘"1=’=--“&‘*;?,%%’-W¥&}"Wf“ S i e e
=
o~
Red
-
=
[
NG

(B ) Following said %o contain foreign currency, securities and
¥ zold wllion: ' V '
& : 3 bogs :
; é‘ : 3 carton boxes
L2 " 1 folder
7 ou ! 3 T Y e T
- E - + 18TES DOX
& : 2 small boxes . o
3 L : -
. #
g t
& 7
. ONFIDENTIAL
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NUKBER DATE FROM CONTENTS w 5 o
L8 3 Jul 45 Reichsbank, Greiz 1 tin box said to contain foreign currency- g:i' ‘g‘
‘ ' ‘1 paper box said to contain foreign currency z |
3 packages said to contain foreign currency g
348 bvags said to contain German .eilver coins 5
- - . . ) . o
L9 - 5 Jul 45 Reichsbank, Saalfeld 1 envelope said to contain foreign currency 3”ﬁ«>
B » ' S : 6 bags said to contain silver coin ‘$
~ . o - ' oy
50 - 6 Jul L5 . Finance Officer, 2nd Div » A - 1 packags saié to contain foreign currency > T
. o 56th Finance Disbursing Section” B -1 package szid to contain foreign currency e
Finance Officer, 30th Div ‘€~ 1 package said to contain foreign currency . e
- Finance Officer, 2nd Div D .1 package said to contain foreign. currency - - f-l§§§
© °7 ‘Finahce Officer, 2nd Div E 1 package said to contain foreign currency AT
MG Det AlAY F 1 package said to contaimdreign exchange asset :S¥j§
TFinance Officer, 7th Armd Div G 1 box sasid to contain forsign currency— o\ i
: . , . : ;
51 9 Jul 45 - 76th Div, Hartmanndorf 1 box said to contain foreign currency and sscurities Vf;;"g
52 7 nl 45 ‘Walchansee : A& 72 bags said to contain foreign currency { %fgs %3%
: : - L boxes said to contain gold ' R
6 boxes said to contain foreign currency vf;% ; e
: . 2 begs szid fo contain gold coins %Ea“T%’P?k
Walchansee B 20 boxes said to contain gold % vié“;§. 
80th Inf Div - C -1 taz-said to contain gold, silver, currency, jewelry, etc 33%“ E;:
MG Det, Munich D 1 tin box said to contain charred currency and coins "‘1 S %:o
Dachau - jis li boxes and 2 cartons said to contain jewelry and effects of N 3
) : persons from Dachasu Concentration Camp. F gg'E?;
o P , , . : é§ = '
53 - 11 Jul 45 Reichsbank, Eschwege 926 ‘bags szid to contain currency N §?%§
: . ' : ' 11 cardboard cartons contents unkmown AR
1 folder said to .contain miscellaneous papers 20~ §
6 bars said to be silver . . = 3

1 bag said to contain coins
18C bags said to contain Germen coins
3 wooden boxes contents unknown
: -8- ,
CONFIDNNTIAL T
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B = ont'ta) C ' > said to contain currency and coin
Ny Yy i (Gont. ) . - . : 1 qeme 1 bag said . ? ST -
-—w‘é v *:q.m 53 11 Jul b5 ‘P’ethbmmAESChT s 1 suitcase contents unknown
TR : : . . : o .y
’ qﬁ g: . T ’ ~ 1" envelope said to contain sscurities
. 2§ ﬁ . 54 13 Jul 45 l2'th‘ Army Group ,
~5 i o .
o ¢
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e V “Box 3’ O
<3
» oﬂ |
ot 27, 1943
) Y. Shite |

. Flsher
&u}a,}w&w Gomsan Gold mw inte Turiey

{1) he Brpitish, in asw sovaring mmﬂwm&r 3y
1943, report that the sargin betwsen the buylng wx ¢ godd in
Sl taeriand und Cornany and the sale jrice ia MM um  that
e iswm tranghes of the DJresdner Hank s Dy L
by in - g&&-m-&v&w and o by ol ,
- =33 m “fm warbet® in Narkey have been @bl to apguire Tarkis
' pmnﬁa for Swlss ﬁ*maa at appwos '-j‘w}.x halld %ﬁm of Pickal Tankish

; (2) % 15 estimated mm such imports wsount o & winfmm of &3 i,ﬁs:@@, R
‘ {§1,162,500) per mmth. fhw grester part of the gwa&ﬁ is purchssed :
‘f%%ammtwmwm&ﬁmwwq :
Amkay, bus 16 e 20 peresnt is purchased for ke azcount of m&ﬂmly

missions (Italian, Spandish, Mnrim, Mm @B, )s

(3) tntil the latter pure of 1943, nmarly a31 s Laported guld wos
_soguired in Suiteerlond. Since the ssta limaa% ol t;m_j,j“ ¥
gold by Switserland in Ootober amt Deceabe ke ol
| poid {presumably looted) memwwwmmmmmw
m&m 't m«g»mzmﬂ ingote purehased Wwﬁh he m%zmﬁ&wsf
of %l’m-

-y

(4) It appears probable that the loeal currensy mqui?w w tha ﬂammgs
againgt gold is used fm'- m than vussereial expenditures,

ag dishursesents fer propagands, for agents, ami for costs connected

- m&h emmn%imm mw&ew mmi& a8 the “‘”)ampsﬂ sohens For batide

{5} Furthermore, "Axis fmmnw missiens are being finssced at & done
sideruble saving as cospared with official rates far tﬁ:a?ki&h POULE
In addition to the control implicit in thls relatleashilp, the Wm
banks can offer bribes or bemees by verying the reles &t which
%rmah ponngds are mﬁe pvadlable sgaisal Seiss francs,

%ﬁa latest i:mmm hegort from Istenbul {(Ro. &&’?3, Jateber
x, L 1943) initcates that sales of gold by the Jeutske Berk in Septew
ey were comparaiively ldght; end that the Cermans are empeuntering -
Sporessing wfmm in Cineneing eperatlons with gold, Uensequent-, = °

(&)

;
! 33, &iw W‘h aimmm my not be a0 garicus ag the Briilsh siedy

Sdiier MRS
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SUBJECT : Looted Gold

1. In the emm nemam&m with
Srit“n&m. the Swiss representaiiies seem %o rosent
the chargas that tle Hational Bank Switzerland

sccepted gold which had heen stolen Prem the mnqm ) f
ammmmﬁm mmionm Ef:ig» :

been known to Switssriand, ta;? ‘st hmw reﬂ.imd
during the war thet the Gérmsns were sélling %
neutral countries much more gold than. thely ,
+ boldings. Therefors, it must ‘have been gold tlwb '
~ the Gewmsans had ’me :tn ecmiaé mﬁmm ,
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pareg January 8, 1947

‘ ”,___"‘_;'_‘____ L & sua;rcr The Soviet Union and 1 the Bank

. o fc* In.,armtwnal Scttlemcntn

RO T g, . —— vt o —

N i
FRrD,, T

Copleb 1;0 essra. Roelse, sanford (Lang, O'Fln.hcrt and Tebber), Overby, snd :
Co " Moore (Rozell) . o , b

CONF _I_ HILIAL

lt-s
. -3

A‘rostﬂcted rb;‘a’ort frum the American consulate general :Ln‘Ba.sel,‘
‘ . b ’ i )
si:it.ze:-lnnd, 't'o the State 'i‘Depa.rtment, a copy of wnhilch =e received roc:entl,) s .

contain., ini‘ormtion of some interest as to the nttitude of tho Soviet Union

. - T ‘.' ._,_n ,:-~ - ~.
i:“*-’.’::.:;g "au .Lm,lreaeaa ,mt.erest 1:1 the
. .- ..:. et

R - byee 4
-gw.ph ot aple T :
!a;“ttih.ge{arc RS NSRS iu,a,,—'e

S ot

sy "*éraa’é&e ' %

cl~

“ii.:, s

‘78 & T X * .,“p 4 .

1of Zatonia, Latvia, L1 thuaria, end "perhaps al.,o .

¢ ‘

~hose ormed by the Heichsbank.”

D The Banx for Interantional Settleme'ttq* gold reaerves and its

m_-la vy the centrul banl:s

. investments in Geraasy \~...l.:. become "in the neax i‘uturc" a subject of delibcm-

tiang wetween the "hRig roxtu', 50 tnnt tne u.s.u.".. has cause to concern itsell

with the problen of ithe BiI.S. ‘

:

accusations® g,,m.,t thc u:.nk for I"ttermt;onal

0

e Bhe weamisus

'

Scttlements, includine those oy '“ine nntmml:«: { the 7,8 s.n.", as to its

wirlime atdituden ani nolicies "seen to have vanished.” In this connection,
l . .

the followini extract Zrom the report is of particular interest:
: : l

t . '

i
i
)
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“Here in Basel the rccord of that Bank under itq American
Pres oent and staff wasn penernllj knorm in banxinﬂ circles,
rlso tha t every importnnt' officer of that institution was
intent on internatiounl work and coopnrntion, including the
. German Govermmont's ronro“éntatlvc herc during the war,
K . : ~the lateidr. Tanl i echlzr.; The latter wio o;tcn sent to
' Derlin nne“e he fougnt | :cu;dent seklttrick's battles to
a suﬂcessful conclusion. Th&s ¥as well.known to the
initiated here. In any cude, when those interested were
able to inform their ﬂnvarnment of the facts,' the various
accusations azainst the DanL would scew to have vanlshed. )
Anong these may be .ncluded the nationala of the U.S5.S. R. o
The latter, it appears, alwaya shored great interest in "=ii-
theﬂBank s'activmties ‘and geemed willing to accept the

"‘0\”(~Q0 ; ' . s
onclusion—of the'imerican consultgeneral may ‘also
" »,;,- - LRt o by ..

, WRTrgEE BT

hagiévploratory o)y

LY A : fr‘ o*ld Baqk, tn‘ourh the Bank
-u.e*r"’cn“_ ettl&mcﬂts. It is arcued here thwit

if it will prove useful to|vetain a reorgenized Dank for
International Settlezents et Sasel e5 z contmei forr vurious
Dretton Toods Znstitutions in Euroae, then vnerc is alsec
every reeson to strenghinen that Hanx.?

b

v

L
}

a ! . - ’ v:c?.x,\ﬂ : 1 R . i ' ;
: ) . i i
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B.I1.S. ;

Future ﬁctjvitv FIN. TI&ES 25/11. The paper's mauhington
correspondent reports tnat the attitude of American Govt offlcicls
'towards the B.I.S. is becoming mellower jand that one no longer
hears demands for its demise. To-day, on both sldes of the
-Atlantic there 1s in evidence the intention to salvege what 1s
.useful from the Banx. This is believed|to be the desire of British
officials, supported by ‘the Dutch, Belgian and French Govts. The
predominant sentiment among central banker , at least in western
Europe, is that the B.I.S. plays a uﬁeful role in providing a

i

meeting place for such Qanﬁers and- should be preserved. American
benking -opinion is that i1t ought to be possible to find some way
_of using the B.I.S. as 2n agent of the lonetary Fund and the " .-
Torld Bank. With the B.I.S. as the only European place where '~
. finanecial representatlves can discucs ‘mutual problems on neutral
ground, American bankers feel that to destroy such an asset would .
‘be’ a- pity. It cannot be said with certainty, therefore,. that the -
- - resolution I.‘cCuuuucﬂd.u‘l; its ligu da- '
TQ;4correoponﬁent¢continues by stating

56535 tT0 AN WasAlnzten - -to-ddy: to.eXamine dis-~

siéﬁ”.elyﬂtne acilltles re curceq,o tneHB,I. ’uO see
! cvﬁéﬁgﬂ%§l e afa 3R*J35
@ ¥gcertain‘ithat wksningtonwcan m e this idsh ‘brevail.” The U. S.

. Govt ‘has no direct ’inancial "interest: in the Bank, -though it has
a stake in the shares. formerly controllad by the Reichsbank
znd the Bank of Jepan; »ut such cn intb“est, -unsupported by any
otaer countries, would probably not sulfice to determine the
fate of the institution. Technic“lly,],he writer states, it
would be pcssible for the B.I.S. to continue In existence as a
puropean central bankers! meeting olace, nayinz. the expenses out
of ‘tne .interest on it“llnvestmenus. Ir. conclusion he stresses
the influence of Gt Britbin cn the U.S. zttitude, stating thct
in Wochinsbon ond elgenhare to«du, the Britisa Govt is tuaking
the lezd in chenmpionins the B.I.3. "ﬁ

%

SR
, L
éb CE: 3.I.S. Plezs Review - Nov. 26, 1946.
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: Thoa-iu laﬁomlnmkmm&un ;coonnts, tppmxi
mating §3 million, with the Bank for International Settlsments.

February, 1942, the Swiss National Bank

ontboh'mdarotnonarm
the mmrummmwu
to th! hnquchtiamhﬁnisn L

m 19. :shz‘ LB

h .

requested repayment of

$1 million by the transfer of tht sum ta its dollar account at the

Federal Reserve Bank of New York.

‘the application of the Bank for

International Settlsmnu for a Iiccmc to make this transfer was
denied by the maaury This dmi:ion wag made in accordance with
ths policy of ths Treasury not to license payments which facilitate
commercial and financial tranaaetiona dircctly or indirectly bene-

| ficial to the Axis countries, o
 The Bank :or International, s.ttlmu

is mad by the central .

banks of Germany, Italy, France, Belgium, and Great Britain, and by

some banking institutions in Jtpan and the United States.

It is

quite obvious that control is vntod in the repressentatives of the

Axig countries and the occupied. countries,

Furthermore, Germany is

the largest creditor of the Bank for International Settlements,

The Cerman Government deposit and the Anmity Trust Account Deposits,
in which there is probably & h.rge rmdomry

interest in favor of -

Germany as well as & direct Italian interest, constitute 70 percent
of the total liabilities (other than capital and reserves) of the

Bank for International Sottlmnts.

Apart from this, Oermany has a B

contingent interest in the pu-ofita of the Bank for International
Settlements in c;xccu of normal oarnings ¥While ths operating pol-
. 4cles of the Bank may not be det-mined by Germany, it is pub-
mitted that Germany is now, and oxpecta to be, an important bene-
ficlary diroctly and. indirccthr of. the Bank'a operations, .

W mternationat,

oirc\mstancu, thlo opurationl in Burope of the Bank for

International Settlements l.dnraaly affect this Government in the-

prosecution of the war,

On March 31, 1942, the Bank for International

Settlements held assets of more than 475 million gold francs (32.7

cents per gold franc)-appmﬁmh]y §155 million, Included in thsse

assets are Treasury bills m\mting to 104 milldion gold francs, com=-
mercial bills and bankers! acceptances amounting to 11l million gold

rrmcs, and othar bﬂlu, :lnvntmnts, and mnds at intmut amounting

' d
|
;

S
oot .l-'
\(cﬂrt'\.;./

N
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~
¢
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ficial to the A:il comm-iu. ;
!’hn d'cidnn oz thc

Mukmmm&o-mtinhMMm'wemmu '
mm-hmmﬁm,mbuitmmttmhw
otherpumninthiatmmmn}mmi” sant of a deposdt,
national Settlements in thi: country wuld ef itaelf facilitate the
mquixiﬁondaddiﬁammohinmbymmnrm ‘
‘nun-am; t cammot give its ap-
proval to & transaction which makes possible the axtension of addi-

e
timncnutbytmmrormmwwbm o

There 1s nplo svidence that t}m Bank ,ﬁr"lnmtioml Settle- |

) ok ments has been systematically drawing down its assets in this country
{for the purpose of removing them from owr e¢ontrol,

v’y - }-"')

for International Settlements held ‘29.5 n:mm in gold, deposits,

and bills in New York on Jmuuy 2,’ s thess assets were reduced

to $20,2 million on January 1, 1942 mdmnrnnﬁy about

~ $21 m111ion, We know that the Bank ‘for International Ssttlements {
has sttempted to initiate transactions involving the export of gold -~ .
from this country,. switching qpm ‘betwean this countxry and

Latin America, ami the holding of sposits in Latin hmcug:;
banks, of assets ﬁdiotm a dsfinite plan on the .
part of the Bank for Internatio Mmdjctut

* “prudence mggutcthata:oundan& :
~ require the Bank for International! Mtzmntu to shift its assets

_the foreim funds contrslo? _ Ordivary business - (\ | -
holdings in th.ta oo\mtry.

pelicy would
' The decision of the Treasury on this tppnuﬁon is not diroct.ed
against the Swiss National Bank, Rrecisely the same decision would -
bemdoonwupplicationto tunttwthotnndlctthn Bank for -
International Settlements to European interests, In ths aide-memoire
of the Swiss Minister, it is sta |that the Treasury decision has
E:d.bility of collecting its
tlements, Obviously, pay-

.tromnuropohthnvniud sutesr thcrthnnbérnmihwe

deposit from the Bank for Inuma.tionnl

. ment of this deposit can be made mlammtunb.apmndw

the Treasury, Neverthelees, it must be emphasised that this Govern—
ment is not the guarantor of the nquidity md the uroty of dolhr

3 - \
i Wi U pronts
%4 flon ey -
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dcpodts in banking mﬁtaﬁou ontaidc the United States. Dupad-
tors who cpcn.dnllar'nneoumul1dth1uuvdnsrican_h:nkl assume the risk
that mch dollar dapoa.ttu m ham to b: paid 1n tho:lr oquinlcnt in"

!.‘he !.‘r-uury Dopartment has ‘no viah to inflict any mmeccnu'y A
Swiss National Bank. The tional T

hardship on the’
Settlaments haz total assets of. sore than s
only 10 percent are held in this country, s the European

resources of the Bank for Internaticnal Set\lements are wholly ade—
quate to efi‘cct}tbs trangfer of sl million to\ the Swiss National

‘Bank. . The Trsasury Department is prepared to a licenss P4
authorizing the 'payment of this dollar deposait of the funds W‘f""
now held in Europc by the Bank for Intsmtinml

¢

ttlements. .
) . ' ,éu‘" ”
_APPEMUZX 1
United States Asse'f-s of the :
Bank for Intaernational Settlsments
! (¥illions of Dollars)
Deposits and bills -18.2
. Gold ; 11,2 ‘ .
@hi a 29.4 ,*Iﬁz fq@/‘
Jamiary 1, 19h1 . - ~ :
Deposits and b:l.lla ~ 21,3 —
mld ' : ‘ ’ .....Z.'.E. é-r/ 4‘\‘ v/i{_}i‘_\_’ P
Tﬁm SR 2805 .

January 1, 1542

Deposits and bills 16,1
Gold L ' ko
-.cotal o | 20,1
April 30, 19h2 o

Deposits and bilh . 14,8
Gold ; 6e5
Bl | 2

EMBernstein/jp

6/19/42

Copied ef 1/21/113
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APP&ND]}.X II

| mx'ron INTERNATIONAL SETTLEMENTS ' |
tammt of aocount as of March i, 19&2

(m Swisa gold rmncs (units of 0,290 322 58...graxmes fine nold)
SRR - (art. s of the Statutea) A

ASSETS _ : Percent
' wdae T 142,082,396,06 . B9
ot T32,962,083.8L 6.9
o 26,340,566.99 ¢ 3.l

r‘, . . : . : B .
111; 150,585.20 | - *2!2.3'

29,686 659.98: U .
, | 1k, 045,2L5.18
| 21,068,707.65 L.

'
i

B
.,a,.
)

o

Lo nmz'wmun 3 montha

" Sundry Investasnts 77,856,216.35 16,3
Z.Behm3and6mtha '-" - : R '
oo o Sundry Invaa'amenta i ’ 35,799,652.38 : - Te5
3. Over6ncnths et R
.- (a) Treasury Bills _ -Th L6L,035.62 - o S 15.6 N
(b) Snndnr Inmmnts : 31 82,1 102 2l - - 6.7 E
o - ’ 219.962 806.59 I
» B ASSETS 183,979.08 0.0 - .
S | L76,606,135.36 100
= S LIABILITIhs ST
- CAPITAL ' ) :
&utho::'ised and issued 200 000 shares, ' . o
-sach of 2,500 Swiss gold framcs ‘ 590,000,000.-.~ : C
" of which 25% paid wp ] .. .| -125,000,000.00 26,2
- RESERVES ' , B o
1, Legal Rasam Amd o : 5 780,203.15 . ,
- 2, pividend Reserve Fund J h,200,538 3 : -
3. Oaneral Reserve Pund = . . "13,342,650.13 o kg
[~ LOWG TERM DEPOSITS ' o : o
. 1s Annuity Trust Account Depoai‘oa : 152 €06, 2)0.—- ~ T 32.0 PR
2, German Government Deposit {6,}03,12;.-—- f , : 16,0
L - A 228,909,375,
V= SHOWT TERM AND SIOHT DEPOSITS ‘:" ‘ . ) '
(various currencies) ‘ L o
1. Central Banks for their own o
_ acoounty ;o - T : .
~ (a) Not exceeding 3 months i 3,968,500, — B 0.8
(b) Sight . {% 13,55‘;,56;.66 : o 2.8
' i e 17,323,465.86
~ Gentral Banks for the account E. ST
of othserag ' : - : :
3 Other daposit.ors: : o el * S -
(a) Hot excpeding 3 months SR 2)4 3Lkh.68 ‘ 0,0
(o) ‘Sight Lo T 1‘251;1,366 73 ~ Lo
i » U A P Py £ R
v~ StoRT 'TERRr AND STORT DEPOSTTS. {Gedd )i -
. A “momths : .1-,1;6&;753.?14 B 9.4
2. Sight SRR L 27,5719,932.30. | 5.
T~ MISCELLANEOUS - : ‘ : 1;7,212 163 12 9.9
' LT8,80T,135.3G6 L0

yte1 Esrmarked gold held in ouahody for thae account, of Ccntral Banks and funds held for
@ gervice of Int.arnational Lowmns, [or which the Bank of International oottlments is
ustee or Fiscal Agant, a.ra not inoluded in the above utaﬁemcnt. ) ,

..' ' |

l} B
} -
N : R

226804
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FEDERAL RESERVF."

o ¥r. Knoke

From___ F. M. Tamagna
£ - L Lo _
¥ Prepared at request of Mr. Knoke.

On February 3, 1942, the Bank for Intemtioml's,etta;amexits requested
this Federal Reserve Bank ‘be transfer from ita accomt to tha account of the

Banque Ne.tionale Suisse the sum of $1,000,000,] “representing pe.rt of their (Banque

Nationale Suiese) sight balances with us (Bank for Intermtional Settlements) "
As the application for thie transfer was denield by the Unj.ted States Treasury,
the B.I.S., on Fehr\wry 21,X 1942, cabled to. the Federal Reserve Bs.nk of New York
to "renew application for ];.icense. ¥ This second application was e.lso denied by
the United States Treasury on April 8, 1942. ' o |
On April 18, 1942, the B.I.S. cabled further "facts" as "available in-
formation though scanty seems indicate Treesm:'y pelicy is to require obligations
between parties in Eurepe to be discharged whenever possible by means of assets

‘in Europe." According to this ceble,

"After making allowances fer ]J.ebilities in Swiss francs payable
at sight and in the near future including dividends[ﬁresumably
for year ending March 33, l94_27plus engagements deliver gold in -
Switzerland, net !liquid assets amount to equivalent of less than-
$3,500,000. By far the greater part of the bank!s free funds -
over and above liabilities is in deﬂlars and in so far as we ars
unable to convert dollar asgsets in’w Swisgs francs to strengthen
position here, sum mentioned will constitute entire margin over
1iabilities available for bank!s current business in-Europe and
only liquid reserve ‘for payment of future.expéenses. For these .
purposes amount stated is extremsly [emall and it mist not be.re-
duced by transactions which are in: effect purchases of dollars.
Bank for Internation&l Settlements is, therefore, aside from all
question of law, able financially to |meet its dollar obligations
only by means of :its dollar ba.lancee held for that purpose and

not from its assets in Furops. When requessted we have hitherto
always declined allow blocked dollar assets to be mobilized through
us by payment inother currencies ‘ag such operations would enable -
clients to circumvent American regiulations now in force. If in -
your view foregoing information migh‘b leed Treasury to reconsider

000000241
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SUBJECT:

FEDERAL RESERVE |

-2-

' refusal licemse repaymen‘h of $l,000,000 out of its deposit
with Bank for International Settlements to Banque Nationale
Suilgse, please be kind anqugh to put matter forward to Wash-

ingtoﬁo

-

The infomation now submittad by Mr. llcxittrick seems to :Lnsist par~

l

|
ticularly on the fact that the $l 000,000 requeated will not be used for payment

of the B.I.S.!'s current dividends (for the yoar
Germam[ end Itely.
B.I.S. to the two Axis co‘untries represent only
by the B.I.S. from the same countries as in’c.eres

Lnding March 31, 1942) to

As ¥r. McKittrick points out., the dividand payments from tha
27 per cent. of the sum recelved

t on loans. However, McKiitrick

fails to implement this infomation with the figu.res of dividends p&id to and

interest received from other; European countries

by the Axls powers.

I
[
;
t
1

e e o

sy el

which are. occupied or econtrolled
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—
T uasle, April 13, 1942
‘hcw York
Hoe. 28

Iour Yo, 81 Position hes bson|fully considered with

uanquo listlonrle auisae nns avallable 1nronzation though scant
leans ‘Indiorte Trenzury policy 1s to require ablireblons batnaen

I
u.,m..uii:é"' :::::":r :;'_ws* Ms by. moena of

roquested in our-cablaa Koe ll anﬁ 7e ?rtér maklng nllovanco- ror
1iabilitiel in Swias rrancs pavsble at.sirht and in the noar future
including dividenda plus engasomcntn dellver gold in Switzerland

nat liquid assets amount to oquSvnlent %r leas tnnn 93,500,000. By
rnr the grecter pnrt;og the dsnks freq}funds over and &bove liabilities
is ir dollars end in ab‘rdr ae we afe una:le to convert dollar

' aascts into Swias frnnés to strenbtaen poaltion hore sum :oﬂtioned
;.ylll constitute entlro,mnrgin over liadbllities ‘avalleble for banks
ﬁAcurrent buz ineaa in urope gnd ‘only 1iquid reserve for payment of
future expenses, For ktheae purposes timBunt stated- 13 extremaly

amell and 1t must not be reduced by transactiona which are in

000000243 26807
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effect purchases of éhllarsq Bank :or lntcrnntxonal Sottlomunto

18 therefore aslce rrém nll question or law able flnancinlly to
mcot ts dcll:r oylicatlans only by neana of 1t| dollir balznces
held for that purposo and not from ibs aaaet: in nuropn.: ﬂhen ‘
rcquzatod we ‘have hitharto al-:yn docﬂined nllow'blccked dal¢ar
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‘1,000 000 ocut or 1ta deposlt sith reTk for. Intarnnttonal

to banque rationale quisso pleaae te ? ird ononCh te put matter

forwari to ash&nb:on. gosret having| te troul:le you~aga1niin
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T enk. 2.8 e et
FEDERAL RESERVE BANK

, OF NEW YORK . o gl

f
-

|
N e
OUTGOING CABLEGRAM—
! .

Apru. 8, 1942 :

" SENT ON

N

Bank tor Intomtioml 3att1mmtl
B-ulo

R AR T
.'x’our Ho. 11 .

' ; Application donhd
.
!

-
|
3

BMH
RCA 16 =« Sent in English

te
i
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REPRODUCED AT THE NATIONAL ARCHIVES

UNITED

OFFICE OF THE COLLECTOR

Gt DISTRICT NO. 10
COORESS ALL COMMUNICATIONS FOR THIS OFFICE
TO THE COLLECYOR OF CUSTOMS .
[0

HEW YORK, K.Y,

. .33 Liberty Street
’ New York, N. Y.

|

Sir: '

I hereby certmfy that 2 shlpment

from ' Lisbonv

M
"

steamcr S.S. F‘XET—E st pier

or Lc-n.nal port of entry i‘or the sald shi
si. gnee doclared to ‘che Collecter of Cu'

£irs gold bars con‘ba:mlé 073 36,ounce

NY-18-1 issued to the Federal Reserve Bank

5‘93

ha.pmcn‘t of fine gold' be.rs has béen in

u.

crlod in which it has bccn situe.tod "y

continental Unitcd Statos, heving bocn

nltcd Sta‘cos Customs T

5| Inspoctor .

TREASU RY DEPARTMENT

Federal Reserve Bénk bf New Yérk:

as ultimate conoignee, which errived on 1/6/41

i

ﬁxoa&mgmt{nﬁm Hnd:teﬁ}:&bm:t, and I furtheyr/ certlfy that said

‘Federal Reserve Bank of
Now York to the ﬁx&xﬁx&mﬁmm New York in the custody of a -

STATES CUSTOMS SERVICE

%&

January 6, 1941

of ‘fine gold bars imported ‘

covered by Free Entrz_))j oLJﬁé f

for 10 cases and entered in the name of Federal Reserve Bank of New Yor;«:

19 on. the

Jersey City

Port of Kew York, the

meent, and that the said con-

stomis at the said port that said

s of fine gold . /£ine

of a value of $ 562,5_67.9'2 » mdxm

throughout the
customs custody % % xbhov ‘

Lthin tho customs-lmits of the

transferred from Picr - F Jersey City

Gold to be delivered to the Federal Keservé Bank of New York and held under
earmark for account of a foreign central bank by the Federal Reserve Bark of

New York pursuant. to the Provisional Kegulations issued under the

New York under license No.
Golduﬁeépry,e &oct g;f

RcspTctfhlly ‘

Go Wor O'Kodfo

“Assistant Collcctor,

000000252
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' g - IN REPLY REFER TO:

‘ TREASURY DEPARTMENT
UN!TED STATES cusroms SERVICE

o o .
: NEWYORK N Yoo /?» x....

PRI . . ¢ .
N o ..
. L -
: a F

Bank of New Yor}c and ﬁeld ﬁnder? earmar

rve
" for account of a foreign central bank by- the Federal Reserve Bank of New York unde$

“~'license No. NY-18-1 issued to the Federal Reserve Bank of New York pursuant to t

f%i

OFFICE OF THE COLLECTOR .
DISTRICT NO. 10 _

mmwuuwummmm .
* TO THE COLLECTOR OF CUSTUNS )
mm NY.

he

REN : Februarym, 1941 1_”
LA : - . : 1}

| U f‘\! sEn“ua..{ .
Federal Reserve Bank of New Yorlls,_ S R L
33 Liberty Street, . A T T _~¢,~F:~{ 19 12

ﬁs?*—nafaw,wvaw~m~,‘ -

i

_NeWiYOPk HP Yt, L L s af”vm{.f f
SR A S L R T i
Sir: g ) . L [ yep .
- ) L . o . . . o .ﬁ.m..'a.-...-_.--;-»
: i

1 hereby certify that a ahn.pment of fine gold bars impor‘ted
'f‘rom Switzerland y o covered by Free Entry jj? //"'f.g

: ) " ‘ :
. f 6 cases arrd entered in the name f Federal Reserve Bank of New York

as ult:unate consigneei’, whlch arrwed on 2/10/41 19 on the

, - Jersey City Lo
: s‘ceamer s.s. _JXCALIBUR a'h pier, F.- > Wﬂc, the o

\v

omc-:.nal port of entry f‘or the sald shlpmen‘c, a.nd that the sald con- S

is:u;lﬁe dcclared to tl}xe Colloctor of Cu toms at ‘thd sald *port tha-b samd .

der the Go‘ld Reserve Act of -1934.

b ‘
'g’, m-gold bars conta1n9:623 81 unces of fi.ne gold /i‘ine
- , ;
. 'of a value of %336 833 35 . } MW
‘ : WWW
3 = e k’-?
) o r .
B 5_‘-,’ a.nd I f‘urthc ccrt:"./fy that seid .
o a o : ; A ‘throughout . .
L . shlpmcn‘t: of fino gold ‘Dars has bcen 1n customs custody Xiroughkk the. o
o w o s e
+2 g pora.od in whlch it has boon s:.tuatod w::.thln the custcns lima.ts of tho
o w ‘ , «
P - ! continontal Unitod S}:a’bos, hsva.ng; bccn transf»rrcd from PJ.cr F Jersey Clty
o =1 " . Federal Reserve Bank of :
p a0 ﬁmmk to the ,WMWW Now York'in the custody of a
o = S 7
S - Unlt“‘d Statos Customs Inspcc'tcr'. SR BT e
< 8  ,’:,' o Tl : Rofspoctﬁzlly: ‘ ‘,- R ‘/Cf'_,{:.’vf‘q '
3 n S ?-}/: 7 . PO
LSET g g T
3 o B S /’-’// \/ S i
'g & . b S e 0"K"ofc / D o
o o ’ L Aasmtemt Collcctor.,ix"/é [ e
: f ! | 0nce .
| . : 226811
. R Co R R
L ; vl T - - :
A 000000251
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Further thought on the BIS

stiof things we Should be agreeing

pate in the scheme

P

(as well as I understand 1t)

Npteforomgts5theffollowiaé;;T"'

to do’if ﬁe wéfe~tpfpa:£iciff}fﬁ7

of ‘the.

";Q'f; - 1. 'Open a dollar credit llne in favor
R E '~BIS. :F -
L 2;"Rece1ve 5 relchsmark credit 1ine from the
B | ‘BIS (using Germany merely as. an example) | —
“ - Discount (or lend on. the pledge of) relchs~ R 3
~ . .- mark bills eresented by American exporters -
A e Vin New York. 2 . .
.'.i_.‘ 4; Open an account at the Relchsbank . , f
“ 5.° Issue reichsmark drafts agalnst our account !
v - at the. Reichsbank to Amerlcan .exporters tak- % !
ing such' credit here (and présumably selling o S
- i our drafts in~the New York exchange market) e ﬁeﬁ“
. 6;‘,Sendang German 1mporters' paper to Berlln for
collectlon. L '
; S - ond, , o : . S
’Theyforeg01ng u&i relates to the klnd of bu31ness tnat

woald arlse out of sales of Amerlcan

. R
denomlnated 1n:relchsmarks.
PES - . N . . 'l

i

|

|

'

|
o
A

|

1

!

i

|
Lk
T

{

:

exports to Germany on 1nv01ces ’
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FEDERAL RESERVEJ BANK

!
|
i
{
f
3 OF NEW YORK

SUBJECT: BIS Reciprocal Credits in
J

f . 0¢ fICE CORRES OND‘_\IG‘E' S Dare_April 13, 1938
ir |
f

--qc1l_LllQalantiers__l._ ‘?? Internatlonal Trade

9115 aen
" Copies to Messrs. Sproul, McKeon (Cameron), and Roelse &4-*“~%“ ﬁﬂL%
‘ ‘%{ \3(‘ 3 - ; . . . . /Z Al ~TCL. T

/

As reouested; the Note on international trade credits
. sent to you by the BISjunder cover of a letter dated March 28 has
‘been analyzed and ‘a draft letter of acknowledgment and comment
i is submltted herewlth.é | |
The subject of the Note is [the institution at the BIS
. of 2 system of rec1procal credlts between that banx and-the varlous
| central banks for .the purpose of stimulating additional exchanges
of goods. .and . ellminating credit .and exchange rlsks, where demands -
X ,7eylst~and<cannotmbe~satlsfiedubecaqse of,the credlt\ris&sfandaex-ﬁw:A
‘l" i change risas involved Concerning the mechanism of the oronosal,
only the initial operation is clear to me and to the three people ..

in the bank who have read thls Note at my reouest Messrs. Ravmond

%oore, and COll&dO& That initial - step may be described as follows"
. F. R, B..of N.Y. and neichsbank each - éxtend a credit to the BIS, say. .
‘of $1, OOO 000 and c,SOO OOO reichsmarks, respectively. BIS extends
to F.i.B. of N. Y. a tredit of 2,500,000 reichsmerks, and to
: aerchsoank aucredlt of $l,OOQ,OOO. ?Thereupon, in each of the two
countries concerned,fexporters sell goods to the importers of the
other”country,‘the'egeortsfbeing in%oiced in‘the'inporter's cur-
“_krency; It is'aSsumed'that the amongts involved will always be .
even, that the transact“ons w1ll coﬁer “sunplementary“ and

. . 1 "
‘l’ ‘"eyceotional" business, in fect goods "not absolutely essential to

tte importing market"° further, thet each central bank will be

financ1ng 1ts exeorters under the . scheme by takinc over the exch"nge

. i : 000000311 226813
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parzApril 13, 1938 _

risk involved in the fact of the goods being invoiced in the

importer's currency,’while looking to the BIS, and beyond it to the

other central. bank to cover whatever risk may be constituted by

the sxtuation of the'importer's curéency.

As the Note puts it,

"each Central Bank retains its respon51b111ty for its .own currency,

and it is the financxally stronge;hoﬂ the two markets~that finances

’tne commerCial credit " -

Beyond this, I can . make nothing out of the description

F

of the mechanism. KIlassume that ce

rtain documents will bekinvolved,

but there is no mentron of them. <On theUOﬁher hand, there 1s such

i
a statement as this:i

At the meturity of the credit facilities, the
exporter has to procure,’ for their repayment,
the foreign currency advanced to him. . . .

He will have to procure 'free'-amounts in the .

currency of the importer! s market in order to

,'the meturity of the credit perioa._

repay the advance obtaineg by him."®

|
This seems to .mean that an American
r

exporter who”soi& godds:toia

German, invoiced in reichsmcrku, weuld use thls particular credit =~

scheme to get reichsmarks from usfendrwould owe us reéichsmarks at

$

!

And it would mean- that 1t was for

. we took a reichsmark credit from the BIS.

. the ouroose of supplying an Amerlc%n exporter With relchsmarks, that |

The first paragraob of the Note informs us thet “the Bank

for Internetional Settlements has recently made certain experiments

El

' 000000312

"to the extent of some £5, 000 ,000, in organizing certain 1nternational

‘commerCial credits with a view to alleviating the aifficulties which

226814




FEDERAL RESERVE BANK
| OF NEW YORK .. - o

|
‘SQBJECT

‘BIS Credits Granted to

Bank of Italy . ' i

e ‘and certain other. documents in our possession, it is clear that the 8

BIs has both taken and granted credits whose purpose was the stimula- i f

tion: of export trade  but it is notlclear whether or how much of

this exoerimental bu51ness has taken the form of the mechanism

described«in,the Note. As ‘of the end of ﬁebruary 1938 the pos1tion

i A I S A
was as follows:"-;~} oLl ;f

f,;‘l L BIS Internetional Trgde C;edit
' ’ Credits Taken by BIS from from :

VNational Bank of Belgium L
-National Bank of Czechoslovakia
National Barik of Egypt :
Bank of England

‘Bank. of France

Bank ‘of" Italy

Netherlands- Bank

- Bank Polski = .-

- Sveriges Riksbank

A,Swiss National Bank

Bank of .the Belgian Congo - g J
J

Natiorial Bank of Czechoslovakia o
Swiss National Bank | iy
Central Bank of the Republic
© "of Turkey . 't
S , ' L

]

Total granted 54,424,000 Sw1ss
gold francs 'if

f‘ | Total granted 30,240, 000 Swiss

- gold francs
Utilized 21,200, 000 Swiss gold

'~Utl11zed 40,865,000 Swiss gold

o francs I ; francs

|

|

|

|

|

|

o

It will be seen from the[above that only three banks figure

N

i

in both columns, as[would necessar ly be- the case under the proposal '

in the Note. here discussed. ' I
J

3 There might be some utiﬁity in asking the BIS for further

detslls, but 31nce the mhole scheme seems’ to be one designed to make

it possible to increase trade betneen countries which need to sell

more and other couniries which, eéen}as it is Sy cannot easily pay for‘
fwhat they now buy, l belleve‘we mlght better refrain from showing too
Ereat 1nterest in tne progect ana]tnus not ralse BIS hopes unwarrentably

a28810

e

000000313
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B o - A SCHEDULE OF APPLICATIONS FILED RY ‘THE FEDERAL RESERVE T e ’
) S o ‘ - BANK OF NEW YORK, ON BEHALF OF BANK FOR INTERNATIONAL - Lo o :
T ‘ : - _ SETTLEMENTS AFFRCTING BANQUE NATIONALE SUISSE
Pte - Application’ ) T . N s
o Fzaed NMumber . ‘Amount .- - Descrignon S - Remrks T
¥ay 21 NY-11;5038 - $1,000,000 .. . Transfer on our books to- the _ We cabled Bank for International Settlements and- requested the nature
s ‘ PO *- . Banque Nationale Suisses = - - and purpose of transaction to which they replied # % % "Our last cables
L S o ) . . -+ commnicated to you that we lately received about $3,000,000 repayment
e VS e e s T ..~ .. of Fungarlan credits.” Out of this amount-we have sold.our own account T
: . . ) . R S . S S T T T 8150005000 t6 " Barique™ Nationale-Suisse -agatnst-Swiss-Francs-to-create——— o2
+ : , T , - L © = slightly better balanced position between dollars and Swiss Francs. After

S e , o A : ST o this transaction net long position of Bank for. International Settlements g
IR T e e oL S will be 9.2 million Swiss Francs as ageinst 2l;,7 million dollars. We recall
‘ S ‘ o : S T © "~ that ‘most of Bank for Internationa.l Settlementa own expenses. are to be -
‘met in Swiss Francs". ' :
on 9/5 we received the follom ng cable from- Bank for International Settlementa. .
# # % "Thanks for your ‘effort but considering unusual delay in execution

LY R ~ * N ™. ... . . vand owing to change in our Treasury position we hereby cancel instructions
— ‘tg : ).; I - C oo T Tt e = e = ope-gatkd transfer- favor Banque -Nationale- Suisse™.. Application withdrawn 9/5. -
§§ﬁ ) February 3 NY-35861h - 1,000,000 ¢ ... .do " "~ © - Bank for International Settlements irformed us that this transaction is
§ 3¢ L s oL ST . ° ."representing part of their sight balance with us", On 2/5 we f orwarded
& 5. 'y . ' - : R n ©. tc¢ the Treasury Department a monthly comparision of thedollar lisbilities
v R e R . S ST _ ’ ~ of Bank for International Settlements as furnished periodically by it to
&? DT ey "©°  ‘us and ib which it was indicated that if this application was approved the..

dollar liabilities of the Bank f or International Settlemants would be re- .
- duced to $2,720,000. Application-denied 2/20, - . )
* - On 2/2) we made re-application NY-37153k on this “trensaction after Teceiving
" the following cable from Bank for International Settlements .
In agreement with Banque Natiopale Suisse please renew application for T
license, Me wish to repeat that $1,000,000 reoresents part of their sight. .-
" balance held with us since September year 1940 and included in our dollar
lisbility statement Jamuary 31 year 1942 despatched to yiu on February 2,
The following cables were received by Mr. Gautier from Banque Nationale .
Suisse and were forwarded by us. to the Treasury Department - 2/22 "Have
" held with Bank for International Settlements, Basle, since September 1940 -
1,695,000 dollars sight deposit and aince January 1941 1,300,000 subject
to three days' notice, Have requested transfer value three of one million
" dollars our account Federal Reserve Bank Hew York to the debit of sight ac~ °
count, Received today cable Federal ‘Reserve Bank saying license .for transfer
e IR ~ . T B T o o _refused. without indicating reason. Request you cmunicate with Federa.l
T , : I R IR ‘ ) S " Reserve Bank®, - B e

RG ¥~

' 186000000_

118923



- \!‘ ) . "
.. “t -2. B " B ‘ . "
. : e T ‘ 2/27 "Yours twentysixth recent transfer Bank International Settlements - - [
S . Onemillicn in mo- way connected with transaction made fifteenth May )
e ST oo L et 1941 which latter represented sale dollars by Bank International =~ =~ .
; . . : Settlements to us against Swiss Francs whereas present application
- o ) -concerns simple transfer as per our cable twentyfirst February".

| S Application -denied - 3/L/L2, : . . : .

: m . - i . 4 . o R ) ' - i .'L




S

A SCHEDULE OF APPLICATIONS FILED BY THE

5, FEDERAL RESERVE BANK .

OF NEW YORK ON BEHALF OF BANQUE NA’I’IONM-E SUISSE, ZURICH

AFFECTING SPAIN AND PORTUGAL

Description

_ Transfer on our books to the

account of Banco de Portugal.

~

" T Payment to Manufacturers

Trust Company, New York,

- for acecount of Instituto

_Espancl de Moreda Extran—
jera, l.fadrid.

_Release from the earmarked
gold account of Banque
Nationale Suisse approxi-

- mately 2,000 kilos in fine

ESGOOOOOi

nate Applied . Application No..  Amount
June 2} NY=163789 $100,000..
= .
July 15~ -~ — NY=189k22~ - ~ 600,000
August 22 NY- 228,00
September 8 - NY- 21,2606 1,000,000

618932

. rent for ships.

- Remarks

- On 6/2L/l1 we cabled Banco de Portugal and requested the hature

and purpose of credit to vhich they replied 'we think the
proceeds thereof are intended for payments in Escudos for.
Portuguese exports to Switzerland."™ We also cabled Banque
Nationale Suisse, Zurich asking for nature and purpose of
credit to which they replied "we need Escudos to pay in
Lisbon merchandise destination Switferland and freight".
We also spoke to Mr, Gautier who informed us that the pay-
ment covers :um:orts -to. Switzerland, or freight rates or
Iicense issued - 6/2?/2:.1.

" Banque Nationale Suisse informed us that tbis transaction

"serves-for freight payment’ Sparﬁsh ‘steamer account Swiss -
Government" - Id.cense issued - 7/17/h1.

Application made at the request of Mr. Geutlier who informed
the Treasury of the underlying transaction in letter dated
. 8/21/L42 acopy of which was attached to our application and

gold bars and to.export
such fine gold bars to the

Banco de Portugal, -

Payment to Manufacturers
Trust Company, New York,
for account of Instituto
Espanol de Moneda Extrai

Jera, Madrid.

" in which it was stated_that "During the months of July-and’
August the value of goods imported to Switazerland from
Portugal has been greatly in excess of the value of Swiss
goods sold to Portugal®”, s#tthe balance of payment in
favor of Portugal is tobe paild in gold in Lisbon" -
‘Application denied 9/16/hl.

Banque Nationale Suisse informed us that this transaction
is "serving for freight payments Spanish- steamérs account
Swiss Government®, On 9/17 Banque Nationale Suisse asked

i£ payment had been executed. We replied that the applica- -
tion was still pending and that the Treasury requested the
follovi ng information,

1. Period-of time covered by freight payments.

2. Names of Spanish steamers-involved.

3, Information as to traffic involved 1ncluding names of
ports.

v
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. Payment to Manufacturers i
- ~Trust Company; New York =~ ~

favor Instituto Espanocl -

‘Moneda Extranjera, Madrid. -

transfer 823 gold bars

~(approximate value o

$11,480,000) from the -
ordinary earmarked gold
account of Banque Nationale

--Sulsse to the ordinary

On 9/22/li1 Banque Nationale Suisse replied "Payment to be
effected on basis Swiss Spanish transport agreement dated
27th March 1941, Costs of shipments are debited in current
account therefore unable quote fixed periods for which o
freight is covered nor to state name of ships. Several
ships chartered for specific voyage fromand back Iberic

"Atlantic ports to Savona for English and American coal and
"to Genoa for other goodse. All transports effected in

consentment British Govermment and exclusively for goods of
which documents are f ound in order by British blockade
authorities - license issued 9/29/hl.

"Banque ‘Nationale Suisse informed us that this transaction

~ig mserving for freight payments Spanish steamers account
"Swlss Government Refer ours 22nd". Iicense issued 10/6/h1e

(Note- Refer to NY-228L00) Bangue Nationale Suisse advised
us "as you see Banco has consented to such transfer instead
of asked shipment from New Yorks On 12/31/h1 Banco de
Portugal advised that "if license not granted by today
-please cancsl transaction cabling us confimation“

Septemb_er 30 h{i’-260§29 o
October 10 - NY-269473

A October 16 NT-273398

g .

Lo

<

<

- February 18 NT-368529.

sarmarked gold accotnit
of Banco de Portugal,

Payment to Manufacturers Trust

. Company, New York, favor

Institvto Espanol Moneda -
Extranjera, Madrid,

Payment to Mamufacturers
Trust Company, New York,
account Instituto Espanol

Moneda Ebctran:}era » Madrid

P

Narch 19, authorizing payment of $1.000.000.

Application withdremn 12/3%/L1. - - . T

Banque Nationale Suisse informed us fhat this transaction
ig nserving for freight payments Spanish steamers account
Swiss Government." . Licenae 1ssued 10/17/&1.

Banque Nationale Suisse informed us that this transaction covers

"freight payments according Swiss Spanlsh Transport agreement dated

1, October 1941. Several ships chartered by Swiss Govermment for
salling from and to Iberiec Atlantic porte conveying English and

American coal to Savona other goods to Genoa taking Swiss export

goods returning. All transports effected with consent British
Government comprising goods only which are covered by docmnsnts
approved by British Blockade Authorities.™.

On 3/5 we received the following cable - # # "Oming to a.rrangement

Bank of England with Washington pleage transfer immediately

1,000,000 of above order to Mamufacturers Trust Company in favor

of Instituto Espanol Moneda Extranjera Madridtx # License issued

olid
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N FEDERAL RESERVE BANK

. !, OF NEW YORK
OFFlCE CORRESPONDENCE a | DATE_nctoher_.‘i?,_J.QJ
:.%‘r. ’ulliams : ’ éua.sEcr: of wp-to-da forma—
From R Tirsma ¢ ~_;____~,a;~gold;morements_to._the_ﬁi;§,_,_. .

, , [ )
Copies to Messrs Sproul and Roelse
)

This tmaolicited note 13 concemﬁ vit.h today's news regarding the ‘sus-
‘pension by the Bank of rel;orts an gold mvements. | Tha stap 1s to be welcomed in ‘
go far as it renders historical rather than Phot \nems" any public diac_uasion ‘of
| future gold movementa into this country. 'If this is its object, I wonder whether
the measure is adequate, I'I'he daily statemant -of the Treamxry will prasumably '
continue to report daily changes in the gold stock, From this it would not be
difficult to deduce how mch gold the Treasury has bought, and from available
. figures on 0.8, output it;:is an easy step to arrive at net purchases of ;";'oreigx ‘,
gold. Tt is the latter ﬁhat appears to Be the subject of nnfoftnnate contro-

versiea. ‘I‘he specific origi.n of the foreign gold is perhaps secondary. Curiosity
regarding this may be fuuy sa:tisfiad evarhually by the figures mich the Depart-
ment, of Commerce will publish with the usual delay. This curiosity may part.iany
be satisfi:d immediately by reference to the waek.'!,y changas i.n the central Te- o
. ‘serves of the most imporbt%nt countries i'epcrbed in tho newspapors act frequent |
and regular mtervals. : Of secondary 1n‘harest is also the problem of whether the B

I
3

- | forei.gn gold purchased by l'l'J:xe Treasury was released from earmark or came from
recent imports. . These ve.rioua possible leakeges suggest that I an probably wide
off the mark ragarding thel purpose .of this measure, . : o
1 should like to refer to two other points indirectly connected with
‘this meawe. They are more in tha nature of queries, If it wished to, could
the Treasury make use of the obscurity afforded by this measure to discriminate
in its purchases of gold? Thia discrimination might have one of two o'bjsctives,

the prevention of gold importa not lix:ely t.o be used for 1mmed1ate purchases in

000001650
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American marketa, or a dilsmclination for

'certa.in origins, e.2. ’ Russia.n, Geman, Italian, Japanese.\

; PEET
i . i . "n N N {
. -2

varioua raasons to purchase gold of .
Discrimination is

e ~obvionaly difficult unlesa thiere were’ collaboration in this reSpect from other |

cozmtries to which snch glold could ba div

Gollaboration uould probably be gladly offered by "the anias." This leaves other L ‘

important aources of diversion, nctably,

ST } )
o cotmtries and suitzerlsnd.
‘ L

politically :ln a position to rei‘use to tak

withm placing general Taatrictions affe

One wonders, however, whe.ther these comtries aré g

erbed for evantual sale in the U S
the Netnerlands, the Scandinavian ;

e gold °f certain speciffig& origing

cting other wsar‘s; ‘Evesi 1f they

. ahould be in auch a poaition wonld it beapossible to maintain diacreet such

‘l " ) L . ‘-‘v l‘

measures of diseﬂ.minatian?

:' 'rhe other query relates to a mat.ter which, for obvious reasona, was

'relega'bed to a footnote in my mmrandnm

CT[f October 24 regarding ramedial action

on gold It refers to publicity regarding gold output in the principal producing

3 ”areas, notably the British mpire.
' Ca L

I may be allowed to sﬁresa t.his point hera.

: If ’che . S Treasury doas not wis.h to or thinks it is not in a poeition to enforce ,

a restriction of out.put to at least preaent levels, then it could suggest dis-

. creebly or bluntly to the gentlemen’ acros

o gold ontput ERCERNE IECRTE ’

) r . ) . . * I '.‘ V‘} 5.

o T 'k :
K A ' cl(. %s

i RN P : +

RT:AK .

R i '

4

! ;

' i

AR R LA
-

'aiae of the A‘blantic thai’: they should ref:

8 tha Ganadian 'bordar and on the other
ain from pu’blicising increaaes in their
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SRR | Taken from Federal Register dated Sept.27,,1959v
'f T. D. 49970

CUSTOMS RFGULATIONS-CONFIDENTIAL INFORMATION ©
To Collectors of Customs and Others Concerned:
Article 1465‘3 Customs Regulations of 1937 (Sec. 25.2), 1s° -

hereby amended by‘adain» a new: pardéraph (o), Trea xding as fol*ows§
(o) ((sec. ~5.e (o)) Duri?5 the effective veriod of any
proclamation of the President that a. state of war etiets between

foreign natlons, 1nlormat10n concerning 1mnorts and exoorts

] beoofieliiibeutediiiie Wi - - S et I

m._‘_‘.,

shall not. be diucloscd except as provided for in paragraphs (e)f%ﬂ

]

-t

7" | »snd (h) of this articl
Thls revulat%on shkll be effectlve on and “iter the d;te of

Uubiic tion in the Feaeral Reglst@r. .(R.S. 161; 6 U.S.C. 22)

(Seal) ; BASIL HARRIS
. | ' . . " . . ‘ ' “‘,
| " COMMISSIONMR OF CUSTOMS - Lk
&narovea _eotemberezz, 1339,
Herbert E. uaston,
scting uecret ry of the Trecsury. : e -

( F. R. Doc. 39- 3549 Filed 9/ge/09 11:56 E. H.)

Co : % : '
' { . C

2. This document affects lQCFR 25.2

LB. £ F.R. 1754 -
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M!ﬁc‘-}éw?;! 519 . {’ ) /Zgb Lo
“ ! FEDERAL RESERVE BANK 5 )
: OF ‘NEW "YORK )( 6
, K 2(2 Z
OFF!CE COR‘%ESPOND"—"NCE . pare__October 4, 1939- G
i
C Q “r. Knoke : cue,sc-—.Belease_Qf_gold_import L

FROM.

D. I. Cameron.__ , -——-—-—-ﬁigures«to-ihe-press-——w~———a

o

i

Attached hereto is a copy ofya Treasury Decision

amending ‘the Customs Regulations of 1937, relative to the

disclosure of information concerning imnorts and exports dur- -

-ing the effective period of.any,praclamation of the»President

that a state of waréexists-between

foreién nations.

Although ﬁhis Decisioﬁvdfes not:eppear to govern

our actions ingrepoﬁting gold‘engagementsito»the press it -

 woild seem desireblé,;however, in' view of the present situation

‘;‘Ju.'

|

discontinue giving the name of. the
Copies of our daily gold
figures.are given to the press and
gold imports reported by this bank
are also attached. l

? What do you think°

l
!

country.

abroad to discontiﬂue such. rerorfs to the press or at least

import statemvnt from which_“__/e/LL

a ﬂewsnaper clipoing regarding

during the month of September

000001652
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- ;5%§&¢/9§/gfﬁzéftw25z~;- Gl F;fst Draft
T o

i

wnuring"thiq pgat;ysar,*un@fiqétéaaiﬁg}yjdnrihﬁ5ﬁhev -

f’moﬁiha'sinca't%t”butbrbak,b;'ths;xnrobhhh'ikr, we at the
’Treasury h§ve ?eanvraéoivinglhundrsas of inquirles about gold.

?hi psople or.;his qouhtry are perpléxed. Thaf are aéking
S IS R : , :
why e much goid is ooﬁing'ﬁere.‘ They want to know whether
A | _ e A
this 18 good oé bad. ‘Tﬁay éant %o know if thé future value
) cg.éolg lgfﬁn éwqge:tk;?éﬂysgsk th;t§p:Athe United stéted. -

) A RV v » R ;,;%
w11l be :sble tgjuéeiggﬁifnti gold ia—ﬁrs*gcﬁﬁiég cr‘ihéﬁnar» a
we ghall be atéak with it. ‘Th§y wonder whether 1t wouldn't
" be better to 1;port lo@s‘gold. Thﬁr are arfaid that we
: may perhaps be:paying too ﬁxgh & price ror‘go1a.\.gg°,[¥§¥tl
. to knovxéietha% we can reduce ﬁhs inflow and whether we . 3

¢
T

should if we céuld. And they| glve us a lot of advioce.
The facts are startling enough to warrant all this -

to-do about gold. During the last six years we have ac-

B
l
v
b

“quired more gold than we or any other oountry évcr,posnessed;\

i
i
|

a ¢
; L/20/40

i

226829
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Pirst Draft

while alnoat all of thc prineipa.l oountrus of the iorla

o &vo been lcaln;s gom, “i."hav‘e b’uj_n 'gqtem"g nattha ‘rate
of 3252)&32:&!:{ ‘ ‘!ha_y ;t‘muéa?stgte‘b Tmamry ﬁow &s ‘&!lx : |

X T vuulté a§$£-$1§351i11¢n4§f;go1d é-:a4€ruli'stupdhdouu:

\
sum, aaounung tc alnoat m-thlrda of 311 thn gold held.

b e By sha oo:maaa, 'rrumriu and. Gentral banks ot the ‘wrlat

t
H

| K'ov;uoim wa'f agcount for ;ad urge an mﬂrlot- of gola?
The ,msvor‘;f 1s at once Qsﬁurbiﬁg am"ﬂagmnlng. _ It
is dist;xrbingil:;e_éauso ‘thils d.;rain of gold rx;om ror_eigﬁ eoun-
__ §pigs results, from ‘éa gréyo_lyj'distorta'.d sconomic and political

situation throughout the world. It 1g reassuing becsuse

" that gold is coming here for the reason that the United
stdtén haa peatfsa‘. saou'rity,, and goolal and political etability,

Our coononic poauion in the vorla is dnminant and'unohal-

o """‘S

lenged. and the *mzing mtlow of gold into tha United 8tatee

s

‘é n §  §' ) | 2é6828“




‘15 but the monelary reflsctioc
. | -
strength. .

i

deal of

|

There 18 a good

gold keepcz M into t&a
. k A

have expressed the view that

1
i
st
()

' United ;B;atos andg ready to

P

B LA T S
us &% a fixed price. But tha
explanation. We have been bu
| ; |
gears.l
;

months® mterlédd -- we have
T

m

~ virtually 150 Ever si

price all the

14 offered to

_ PArSt Dragy

 th5é2§? f®;§ﬁ

n of that sconomie and sosial

nuuméx“atandmg as to th
ﬂnﬁed States. Bém .jpeﬁple
1t come s here because the

buy al.l the Pl of fered to
tobﬂonﬂ: cannot be tho
ying gold at a fixed price for
nce 1792 —- with only a 7

heavn‘ ready to buy at a n’xod |

usg.

Some p’aobl:p again ars nnder;_the impression that we are

: S P ) -

hisixar-priéi'.:fax?' it than other

countries do. 'This sljo is an error. The price for gold

1s virtuslly the same tln wor

14 over. When we sonvert our

E . . ‘ ) ’ . . ) . -
$35 price for gold into the currencles of other nations ami

¢

; .

I‘
B

0.

226827
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- First Dra

1nﬁernational éiohgngo;. ;t;Jg g.n§ to buy the currency

| o
of the country of deatination

.,.Shen”London, ror.exaﬁpla,'<

Ky . ‘I ) . ’ L
sends gold to Hew York -- what London wants is dollars.

Simtlarly, when we sell goid

% England, what we want ia

8terling. Thpéefd:o, when pecple ask why toéeignara aend

tion: ¥®hy do §oreignoravwant

currency or some othsr oountrys?

s
t

A large portion of the d

is placed on deposit with our

1

poaslblsﬂgxcbaﬁge gains and ¢

. Pl to the United tates, they are reslly asking the ques-

dollars rather than their own

01lars obtained by foreigners
banka. It is placed thare for

or safekeeping because for-

|
|
1
A
!
|

n 18 used

Another portio

1

dua try beoauseiforéigners‘thil

‘to make investments in American in- .

¥ion 18 & safe place to keep thelir money.

2
gt
P

Cow ’n«u;*,"v&u
nk American business 18 a safe

&hfestmﬁnt, ?ﬁﬁ\thase;twb rqasbns‘ploné, aimbet 3 blll;bn;

of foreign funds have come to

past 8ix years.|

I
i
{ -
t

t
e

the United étntes in the

And this is a grest tribute to the soundness

226828 ¢




| B dr Am0fi5§}

Firet Draft.

f
f/lt 1: a noat aloLreat angwer/to those who aom-

Plas.n tha t/ the New Deal hae/"‘bmugm 3;

'and ruin.}\ﬁmd I‘ean't help thinkx that tha oeritios at

; _,/

8 eoun;ry % rack

[

- our monetary pelicy think ao to’

elae they vbuld'ba selling
aollara to buy; éiling, fra;fs,,yeng or roudbles.

%
‘wc find. on tbe oqntrary, thnt anerlosns hava bcon
”Z_thhdraving ﬁhair funds frna abreaa and llquidathng ﬁhelr T
‘ 1; , ;

, roraisn haldingp. 'DurMng thsypast 81x yeara over 1 1/@ <
B ‘ (PR : .

billion dnllaraiof Amerioan éépitﬁl has been repatriated.

“and this, t%oo, éaa‘helpaa‘to¢swell the inflow of gold.
! ' '

Then theré@ia the fact that we have sold mors goods
and services abroad than we have purchased. ?rom 1933 to
n1,1937'our‘oxpaét}surplus was,ndt very‘larga,'avéragiﬁg»less‘"z

than §300 a;lli&n-per xear. ?bqn 1938 on, however, it has

been about 81 bmllion a year. and sinoo the outbresk of war B
. | l | ' f,. e
1t 15 running &olbla that rate. At the same %time our’
; ‘i N -
i ¢ ‘
| o,
2268298




- ﬁinéa, have ch‘ax‘}gcd.'- '

)
i

f”

i

i

t

PAret Dratt

twnt oxpma!.turu abm&, vhi.oh 1n past years have bocn

a wge of faet ;o our ox‘portjdurplun,' have natural,ly bem.

P

~ much reduced. .The.same has been trus of the—totad-of-other

i
«MFE st, mmr?nca, sntppiag,

]
" Such was our position up
ﬁhe,roa;a

'

to last year.

Since thes. war

for uer ly capital W\’ants o “'::':":

- to the United s,'catea ‘congtituted an important item in our

. The sharp ;.norckap in our ‘ex{x

( .
balanuo of pamnta, ncw this
u%w LCWAMW

its plaoe taken by an 1mreaso in our axport surplua.

I;
3

bas happened beioauao many uour

1tea bas become m;ndr, and

This
ttrias are prohibltmg Oapita,}.“;l“‘ ot

movementa %o thn '/Unj.tpd State‘s., and beogmse gone of the _

§
S
!

L bélli‘gsrént‘s“ ara usins “up? ‘;hgi.

i
I

American securitiss to pay for

!

Lo

(

vioen, arising mctly out of

i
I
l

»

r 'Sgla:\ié‘n atxl 1nie§t&oh;m"”1'ﬁ':
> lmports froa thsi Unit’e.d‘ s-tatga.'
rt m:.us‘ of goods s’mldjz uer-
var Aeon'dlti.‘ons,f has, hpwevér,'
'." o

"2 6830




Pirst Drafre

| mre than offeat the i-,eauped inflow of .capital so 3hat for-

eig:ie'ég now w“un just as many dollars as they aia last year.
30 much for the reasons why gold has been pouring into

this oountry. iMow for the question: Is this good or bad?
N | -
aet } ' | : . :

We can't mnawel'r this question without firet aseking another;

- What alternative have we? What would happen if we stopped

- the 1nflow of g‘old? -
The flow o’lf g0ld to the United States can De stopped

only by adopting one of the following types of action:

i
H

1. We ovan reduce our ssles of wods and services
%o forelign countries.

2. We oan increase our purehases of goods and
services from roreign countries.

'3, We can| gell our axports for oredit instead
of cash.

k. we can! force an outflow of foreign and
domstla capital trom un United . atataa.,

h The ce :a're tl‘a& fonly- thln’ga tha'_t.wlll stqp gold from .

| | -
. eoming to the United States, | ?touyﬂll at once appreciate
- - o A
how unwise any of the ne‘{muu‘rea would be. Any one of them

would prove little short of disastrous to the strides toeards

Tecovery which we have slresdy made. - 226831
S R 1




'”'ijuat ﬁhink vhat 1t would ncan

L
i

1
i
l

;>J{ et |
I: wo out eur expotts'cf

we would throw;huuarédufof th

thelr jobs and w#holly disrupt

R o
stop cur,mbld'flqua by increa
B ; -

abredq;'we‘wouid haig'zo pera

- :to diuplaea Amarlcaa produota

i
Ir
i

pcsed L 1) nuoh caape%ition'
P

- of tonaign aarviaea, that ave

. ‘ l
‘prnctieally'olqsed.

&xoridan

in Europe or A%;a, and‘ihile

i ,
and South America, the possid
. ) b [ - o . .

3
[ . e
[

.~ not represent <- at leasat imm

o ; o
¥e might try to provié,e

tries By tylng up our cwn shi

B
NN

businese be carrisd in forelg

r: . e
-no one would sdvocate the aba

’Li%;#;?ﬁ"

A

First Draft

aﬁﬁm&d@éian'&n!lg;;vicos;
susaﬁ&;;ofvworkera oﬁt'of
gér;cﬁiture;‘jIr vg‘é}iad t§
sing ourlpﬁrohgaon from

1t duaping of*:groxéh.gpoés

on & gigantio aoale.f Add‘

Amariean o ‘ :

o businass, i 1% were ex-'

8 for incraaslng our purcha see

nue for expansion has been

8 oan no longer safely travel
‘qf S rﬂ/ :

ﬁhay are frea to go toAOantral

le 1ncreaso in sueh travslﬂdces

edié?élx‘;-iarlérsa sum.

more dollars to foreign coun-
ps and letting our shipping
n bottoms. But, I sm sure,

ndonment of our merchant marine

228830
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i
IA

1.0.U.%s. I asauro you thati'

“
|
|

|
)

~§6r119§§;¢#f8uch toras.

L
. i

Fore

i
-t

|

that tna'Unitedistazqs should

| :ai'eim govemnu}rgm in place

© Thare remstne the last possibiliyy.

'nw of pl&vbyi séllxng on oredit.

too ‘deigéhte& with such an arz*ahg'anéiit.’

Jmmd we Do a8 ;nli pleased?

of their gold.

‘First Draft

%e can atop the

Ihqtaa& of aco&ptlng

forcm pla. 1n paymnt ror tha goeds ¥e gell, ws can take

we would havs no dirnoulsy

| oo . A . '
in selling ameny billion dollars' worth of our goods and’

ign _oéu\’r‘:t_r:ieja would be only
‘The question 18t
|There may Ve some Aﬁho prefer

récalve the 1.0.U.'s of

As for m.

{ A . o
| xnoving the suscess (1) we nave Bad in collesting our debte

|_,.

3-.::_—_:;,4 - ‘
last nr, I prerar

fe
A

No. All t}}o altern‘atiye

|
: ! : }
would want to atop the Anflow
2

 see thé_imisad States pald 1n

s are definitely bad. I am

sure you will agree with me tmt no responsible person

of g1d af We price of

' prooipuating a.ny of the serlous consequences I have mnuomd

l

I
B3 0

i

226833
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L

* Pirst Drafs

1Anduyet'that is ?xaetly what goﬁb pedﬁlg'a?e‘advagatihgj‘, o

i

Perhaps they don!t know 1t, but

L

t

are advisingaa‘tcr do when mey

roreign gold ar“that we ehange
B

or ;hat we wipe éut onr—‘favc:a

,faka.‘fbr‘g§am§1§,»ﬁh;a;p;

R S
..( -

%o us what we atop buying gold.|

. e f
simpliolty; all.?e»have %o do 1
a Treasury brderi ¥ell, let us

The iamedliate re%at&on would De

o o
~value of the dollar in terzs of
i L |

. | - :
elgn ourranciea,;ln o:her gorda

~' dapreo1a=e ana set 1n motlon a

A N
vhich woula'dlardpt,aur foréign
' ’ R ‘ ' V

'ﬁlffidultiég}inﬁé our hom&Aéarﬁ

that ig Juat'uhq; the y
sugggat:thatkwe stop buying
the priae e pay for gola,

bls* trade balance.

oPosal.ub frequently made

It has the oharam of

8 prohibi: gold iaports by
look at what'wauld happen.
a sharp increasa‘sn the
}C l{u{’fv‘?

! . RN ES
forelgn currencies.

N
;‘} ‘i&‘h\&n‘v“]é‘(kﬂ\;m
PN I R v
K \Qgtu,uf b bauite bk

~ Por-

, KOqu et once sharply
 hsadi of saomont fondhe
trgae agﬁ iﬁtrodu#a,#erione

ets.
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I
aerl

|

| would riot apply so much to wa

Sovmﬁeh,moitm oult to sel

eto, -~ but 1t would hit hard

agricultural and industrial o

gooda, at :ho;ﬁgﬂq t&mo, will

on duifdameatlé eoonomy. It
| : oo '
- which compete with our domest

i

we will badly need when the war 1s over.

lealat

1s shat wonld-#nﬁy@n, - Piret of nli Anarioaa proéncta,tbﬁldl

1 in tarexgnmnarkéts. This .
r godda'-y;airplaneé, arﬁnaents,
our export'or hundreds of

camodities not vital to the

%fff}f§d§§§étﬁbr"§h;§”t?piwoﬁia 1553Tﬁéaviiy5inithe very;@arkataa

W{
Inports of foreign
A .

react even more drastically
will be Just those very items

ic manufactures that will flood

our home markets. ¥e would not be encouraged to buy much

i
i

AT N

" handreds of‘ot@er~hﬁnﬁr§otﬁr§

greatly intensified eompetiti
| T T

Americans who ﬁav; inveatzent

. n
lions) would f

; r

. o o
~overnight, just as foreigners

H
b

‘But.mibeproducts, textiles, shoes and

a ioﬁla at once boAdubj&dtéd‘%o
on from abroad, Furthermore,

s abroad (we have some $7 bil-

Y. thnf they had suffered anbsiamtial ioaues

with investments here would




!

-

S0 yom scc this sznpla and eharaang rone&y z;, in otrget, ;é

a proposnl thnt wonld conpletely diarupt our :arvign ex-QM

|

changes and ¢ﬁ$ trade and greatly iaereqsa'gaaapldymsnt“xn

i

| . \ . S
this country, and so with the other nalve; proposals vhish

'
3
I

well-zeaning Aéarxcanéasuggaatfas a*famedy %0 our acoumy~

i
P

‘-wfﬂQIgﬁiggigald;a§?9kq;V;v“

Shall we follow their ad
goldtl A zodaréte cut would b
| '

cut would 1ntr$dnoa the same

! ‘. 3 e
a prohibition of gold importse.

vice and out the price for
e ineffective, and a drastic

conditions as would foliei on

shall we éisérlmznate gsaiﬁst certain countries in

- the purchases §1,¢ur golar
vorse.
o 1 |

There is no way in which you

- gola from another dar, for g

products in thé.uor1a.

I

origin and rau‘ean no 1ongar
©

!
¢

1dant1f§ its sourve.

5339& a.polgey would be even

It would not even have the virtue of effectlivensss.

ean d;rrerpatxato one bar of

14 18 cne of tka\meét'héuéégnoena

oh;lterate the mark of country of

Remelt




‘i and 1 u”uim . m’w'mxot 'zn the world.  The astive

-4

i
A

I

" noaparatxon or afnry othcr aountry woalé bo,rcqulrbd'td' .

’,pravent uny oue country': gnlﬁ traa_cxroulating.. Obvicusly. ...

‘this would be .3@9”1@;# under any oircumstances, let alone

| d I R hudlic |
at a time when political relationships are so 4isruptad.

|
F

dold 1s n%}sxoecdinsiyispeciallzod instrument of inter-

Tfnsiibgéiﬁfiﬁéﬁétlfﬁiié;iﬂiﬁ@iduﬁéndﬁ.nﬁou%ita~nnﬁni11fié&<

use aud-&#ébpt&nsé as an intaraatiohal_médium~or‘ex¢hnnga.
o | : ‘ : I

L ‘ «
If you tamper with its acceptability as an international
.f) - medlun of bxeagngo for any reascn vhatsoever, then you are

i
t

- undermining thé,vhula atatns jof golﬁ; Fe must remember that
not only a.o‘ e ffhave over élé billion of gold, but we produce

| each yoar over 3175 nilnoa af gold. FPor the United States

e i vt < YKo
e it i M B

to take any aotion which would diainish the utility of gold

l

aa‘an'intarnat$ana1 nediug‘or exchange would be 1little
R T P - R

| short of erimisal irresponaidility,
There-is no simple pemsdy., A careful examination of

ﬂ B

| o i
- our gold polioy will quickly convince you that we have been

b 226837
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L "..:15! - .‘ |

r'tercate, that an: ehaage 1& that policy would huvc i&r!auc

t

m{ﬂﬁrﬁ&d effeets on us and on the rest of the wnrld.ﬁ x uant
1 .

to :akp this o%pértqn;ty to gtateﬂcatagorlcally and un-
'eqﬂt?ﬁﬁiily_thét we have no intention of altering our gd1¢}'\
polisy. We phall continue %o buy all the gold that 1a

¢
- offered to us 8‘#351anvbnn¢!p\\?“"‘ IR S

. — L
f v

Of course, should baslc [conditicms alter, ahould we
i g ; :
be confronted #zth new and uufaﬂ?een economic and politiosl

developmenta, +e shall neesaaarily.act in such & way aa .

will best proteot Ameriaan interests. -- It 18 $o be pre-

parod for tnativery odntlngeﬁey that e h&ve lnsiste& right,

”;fnlcng on mnintnining floxibli powara wlth respect to gola
R A RTINS F :
"aperatlons. -%But a0 long'aaAthejinrlaw ar gald 1s thg~

'regult'otudidr?pted conditiéns abroad and of stable, secure,
a B S 47f~- o . o
and peaceful conditions in this country, -ve—have no-aitere—

Saian, 7o st fotion th peliey by shieh e have 30 un

|

ablded. Ve lniana to 4o mothing to interfere with the -

"28838
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©legitizate flov of gold %o this country.

i
}

2horo is ;nly‘one va} i;»wgiah.io.shall exert cnrselv§§
tolroduoa tnaj%nflow of‘golﬁ;';nd~thét-1a by quns“overyth;ag~'“j”"
o S o ,

in our-power g% promote tusiness recivery here and by 1aboriég-~
u?bvéeeﬁtnbiiahincrnal pglitiééi and ecoﬁomic conditions abroad.
with,gggncroa%Xngmoagure of prosper&t; here and with pca#e
ifaslf. Our g;paf export surplus will necesdari}y drapi--A
#ot becauae woﬁ;hall sgli'lé;a abéoaé but because we shall

buy more. Foreign capital will be repatriated -- not becaumse -

. « i . ; G G
we drive it out but because it is attracted out by the returns

of security abroad. Our investors will once again invest

:
!

V'L§Q;§%§§;f;§gg§gigb:§ga”-,,nég:bgégug§;9g.gn¢:ag;ge;ty of oppor-.
'tf§§;§}';§:héﬁg gﬁt heaaua§ of ére&fly §nh#n§cd oﬁpor§nn1tioa
fur~sénndf&nd pégr;tahlpiﬁvgatpenta‘;n étpar_lgdap. Our -
feuiiqts'willtq;end Qundrndﬁlof millions more 1nyt§rexgn.
eountries Ana~§§r eprnaxznroQ on shipping will return to

- | o - "
‘A'soaething 11ko éra-wﬁr stafua;

226839
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‘/-{rmfsg ;io tho aommu rMah snl xutmﬂmlr

aireot the flow of eold away froa the Ouned Sta:oa. ‘lheu |

& .
are tha'"dwélcmts ‘upon "‘mah”wc ‘mast cpnco‘ntrntc.‘ We U
must camntntfton thea naibneanaeﬂtneyv will correct the
R o S “

gald si.tﬁ#ﬁon’ {‘ws‘ﬁe'mﬁsa ct»nmoh »ore lupcrfmt ms;ou‘.»
' ~.?hat thair aﬁtaimmt axn antmumly aolve the go].é

I should Iike to turm now to the question of the son-
tinued usefalnés's of the gold we have ano‘.A the gold we are
going to get. §'me natter geens $o be troubling same people.

. i ! . U . ot .

Let me reasgure you once for all. As long as there are

Andependent é&tf’mm, and as mag ak. there 18 mt?emtxonél
[ . . ’
S '

L trados.n goednﬁaa uxwian 80 loag wnxu bcmnﬂaﬂﬂ'ta BRSRT

settle lntsrnational balances, And gold is the most effective,

!
R
1

 most efficient and most esoncmic medium for settling thess
 balances. Gela is the ,mtemnml medinm of a:qmge- pﬁé

exvellence. Its aooeptébixzty« aes nend upon

i
(

gmoment‘a nat' 1tn ntuny as international money 1s

226840
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© trteity. "

!

° l . N ) ' ! V P . . o x\. . «A . oY * I

Lo

needed Juht as 'mach by tha §ureat-damoorac1es as by 4iota-
o S
torships -- as much by capltalist economies as by scolalist

economies. It is the refined instrument of international

exchangs of goéds gn&'sarv;oos. as well as an essential

1ngredlent 1n the more eoaplex international rlnancial trans-
“&0310&3’-- anj\lnatrument that has funetlaneaAas 1ntarnatienalﬂt;:&]'

~ money without qhalleugo for hundrasds of yaara. ?yery couniry

i
'

. - ,
wishes it had amore of 1%; nozeonntry lixes to lose any of it;

_all countries acoumulate it as soon ss they can. afford to

; , .
do go. ARd the faot that some countries find 1t possible

' to conduct thox%'internstianai trade without gold does not

-

H
oo

 mean that they prefer to do so any more than people reading

i
!

" by candlelight ﬁo 80 be@&uséfﬁha: prersrvcandlaa‘tb'elééo j

i

H

Gold does Rot lose its value because some countries
are forced to barter, oclearing arrangements, lmport controls,

L S : ‘ ' A, n'c 3
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|

!

. i
b
i
")

“and other substitutes.

{
3

A1l these subatitut

& worss alternative. They are admittedly a msthod of con-
&uoting trade and finande which will only be adopted whem —~

. a country dces not possess adequate gold holdings. ~Govern-
‘ments resort tb'these substitute methods for keeping a

._cdunt:yfs balaﬁec of pgyneuta 1n aquilibrinﬁ,enly during

N

only w=hen for %aa reason oy%qﬁothar they have b?envunable
o an . ;
to prevent a o%mplste loss of practically all their gold
holdings. All countries would 11xe to havemmore gold, and
the countries ;hich,have th;‘least are, you iill fiad;
i o ‘
c#untrias vh;aﬂ are striving most to add $o their gold
, ';f§§i¢1?8§'"ificﬁyi;\‘.A~£."A'f:" |  V{%1f'
N  !buha§r’%aeh§f the :&ot7fhat'§§iﬁ;a;»aﬁpuars ta

_ conduot her trade without the use of gold. I think I am
" gafs 1u,§a:1ug;fhat there probably lsn't ahathcr*cauntéii
¢

226842
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T Laut:rnralone '”“1“40'10# ” l;illzon. | m: rur,

vyhilo"_alno,n"g ..’Lil ot the pri ne!.po.l coumrun of the uorld
h;ibﬁbfﬁf,"iaif%é'm«@an“”h;" §e¢ﬁ getting "'1"6’ ‘at the "“rva'te“
of" Ozsi)ﬁaa:ath: fhc',nnited:'smtje; Tmamry now h&s‘ ln
o 1ss vaﬁlts évc# 019{591103:?1‘ gbm - ‘g.t:ﬁly"st;updnnou‘(

eum, amounting 'to almost two-thirds of all ths gold hela

.- by the combined Tressuries and Gsntral banks of the world!

|

How oan we aqgount for. eo large an inflow of gola?

;
i

The ,ancu‘r} 18 at once a':igturbing' ad resssuring. It

ia di sturbing Pecause this drn}un of gold from foreign coun-
ST | o

tries results from a 'gravolyst[ustorted economic and political

situation throughout the world. It 1s reassuing because

"-that gold is coming here for. the reason that the United
| States has peace, security, am V.aoela.l’ am pcl!.ti‘éai stability,
| Our coonou).c poanion in the vorld 1s dounant ana unchal-~

lenged and the mnng inflow|of gold into the United Btates

“p
r
. C
o
.
A
i
1§
i
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There is|another aspest of the gold question that I

. BN i Lo 1 ,

should 1ikb’té speak about -- the finaneial aspect. There
SO ‘ e s ,

are tvo.didnoéloully oppoaeﬂxviews“éith'roapcct”to“our‘gol&”

1. o , | .
901101‘whiahg%n,ertectweanaelﬁoachudther,out. Ona cayn o

that the inrlgw of gold byAereating a va?t base ?oé aoredit |
expansion 1s pTomoting a rQQQwuy orost inrlatxon.. rho other
burying the gcid in ?ort Kaég lhatagd of putting 1t'1ntc
aotivo‘olreuiaélan.~ : , .: R 0

| Now the f%ar 't$a§ ;nrloLn of gold.vlli bring about
'run-#way 1nr1at;on‘1a basad §n thaories no longer‘relevant
%o praaant-day»;1reumstaﬁooﬂ;2‘it ugsd to be thought that

ztho existenao or any Iarge voluno of oxocsa raaerves in- the -
SR A<@ C T

banklng system wauld laad to an 1nrlation‘Jirrogardleaf*.
| ;1.

L
i

The uvcnto of tha 1aat rew years, anring whxch 6X0088 re-

o ' " o Am\ﬁ{ S WW(Z/
.gerves have ountod to qyer~$5 billions withont any.unﬂg”

si:abtﬁ"asﬁiiaﬁanoaa ghould haTc tanght all those willing to
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l L
I -
I : .

| o

aloarn that inflatlon doon nov
i

in excess resoﬁyos. Run-away|

coﬁa'aﬁbnffbooausé of an inoreass

inflation is fho‘produe;‘or

'powerrplfQCono#ic_foraes whiah”ardAéémﬁiééél}'ﬁiaédt in

|
fhe Un;ﬁédlsfgﬁﬁa.

There are
i N v

States making for a rapid gus!

b
i ’

as yet no foroes in the United

Bainéd and marked rise in prices,

and thé vplnyegpf excess reserves in the banking syatem, which

FL e D e
“has of course been increased |

i

of and by 1£a94r lead to such

Thiskédmiﬁlstration,ls,1

I
undeslrabllity or 1nf1at10n.
i P .

by the inflow of gold, cannot
a prioe spiralQ
of gourse, entirely aware of the

[Tts flnaneial,'banking, and

monetary reforms give the monatary authorltiee plenty of

| A

powers to prevegt an axéoaslve rise in priees‘l It our

o

. predent powers are inadequate

obtained 1pns-h%rore it ia-nsoosaary tq gpp1y 1tr

;‘néifidgiqigiiopfoanfbe'a@;iii

;f and when

an exoeasive riaa in coumodity prleou appeara 1mm1nent we _'

shall be rully £repurad to aot.

B 1 .

_And 1t would ba"amnslng,

Af it were not~po disocuragipg to nahy Suuineaé men, %o

l
h
¥

spoak of the aahger of 1nr1atjon at a time when we still

'“26845
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'§d¥§ﬁfﬁr5§6d;m§?y~iéii'foapuﬁﬁéa'Qnd iéié‘mﬁnpoicr; Let me

i

R . | ‘ | | ' :
eaygit;agaip: ?here is no danger of inflation at present.

P | o L '
What we have tofworry abeut, ‘1t an:thxns.\la'not that prices

are too high, but that thny are not hlgh onough A moderate e

{ .
|
riao in prioez would ho banericikl ta,the farmers and pro-

l

&dueern er thlc rountry, it woul& gtimulate smploynent and

-;),“»:

.buslneea raéoVéry. It vill be tima onough to worry about

l .

the passibilxtm of 1nriazlon shen uﬁr acanomy 13 appraochine

capaolty, when 1mpartant bostlenacks appears in smployment

and produation,{&nﬁ not bafore.

s

The obverse view that our gold policy leads to daflation

i3 just as absurd. The gola mpanea 1s belng used Just aa

"7?¢§§§i55&7;a'1tﬁpvhgﬁﬁns. wn ?ava nat (axecpt ﬁemPOrﬁrlly

i

4 tor a briar period and at a ery alight oost) starilizaa

}
|
t

inflowing gold, We nave notltaxed to«hux,aqld.  Qur,géld'

‘”purchasing 18 ﬁb1f~tinane1ng; Exoept for the gold held by

the szabnxzan";on'mgd ana'o.'ertam other relstively minor

amounts rrom thc gald rovalnation proﬂits, thera are gold

796846 »mw;wwfw
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|
f

|
h

_certificates gutstanding against all the gold in the Treasury.

In ‘accordance with the terms of the Gold Resarve Act of 1934,

! L

thoae cortific%taa,dan_ko léﬁally owned only by Federal - o

Reserve banka;f Th#y uonstitﬁso the maJor»portlon,of;thoﬂ~~r
: R ' ’ :

agsets of ?ede%al\neserys bﬁmka. Againat these assets in
‘ |

i» 7 : '
the Federal Rqéerve banks there exist either Federal Reserve

ST S P A S SRR -
notes or deposits due to the ooamercial banks, which are = =

théir legal rq%e:vea. Theae reserves ars held in turn

A

againat tna'de%andﬁana savings aocdunts of the publlc in
the oommerciai?bsnks. For éfpry dollar of gold in the

| b
Treasury, tnere‘lro:q,_,. the public holds at least one

'

dollar of bank deposits or ocurrensy.

226847
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knyoho in the D‘iuitéd Sthtes to whom money is law lly due
- S R 1 -
osn receive anﬁhold that Boney either in currefey or

bank deposits, entirely at hi
not for ths Treasury to try to force any individual or

Aioﬁn convenienod. It is

" corporstion to %zold currency rathar than 'ank depoesits if

be prefers to hold the latter. Yet\al) the many suggeations
. . BN ) . }‘ ) N - . i . . - : A ) B .

mat' the Unitedhﬂtatqo spu.t"go;d into}/more active oiroculation
amounta tc a dexlnand that the mnay w 1011 13 1ssued againat :

gold ba kept m]oirculation m*c @ fo¥m of currenoy rather

t

“than as bank depoai’cs paued/rom pa aons 1o peraon by

' means of bank chaoks. As long ag oux\ banking ays‘sem is
: sound, money m]m rcrm gt bank depo&lta is as gooad as
u 3

monoy 1n .the forn of un/renoy .It'ﬁoul‘q_“hol"xs the economic
s1tuation in the Uniybd Btates not one bit to diminish the

volume of bank dc fsite and 't;o;'i:’f:oraau the Ea;ﬂountv of cur-

renoy to the sam¢ extent.
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!
|
1
§
1
 The last p‘x;abou‘l» T want

i

‘%0 deal vith 1s the ’iug';;as'tloii

1asua‘of,gold'qo;n; AS_an

that the ?raamjry‘re's'tore tmj

This proposal 1a of very little

importance. Even thoee who support it are aware that such

 .gold coins .w.oulél not oirculate more ai;tinl# and'vgf.f'eo'e ’

" the domestio economls situation mors than do the currenoy =TT

L

and bank deposits now in circulation agains
_adherents of gold coinage thonixgh they do not sdmit and may

t gold. The

1

.

' for private hoarders. All durt ng the twentie 8,

not even be awafre, of it are girely asking to make gold

coins avallable
11t

there waa very
, R

tle gold .coin in oiroulation, and such as

there was used malnly for gifts. -For decades now the busi-

ness of the couﬁtxv'haa been 't\ransaz;téd by means of‘bankv

d‘ai:osn’s, papérimnaj‘: m"suﬁéiuary ‘sil'rar ar‘:g'; ‘ninor Qbiyn. ‘

i

¥\.

]

8

:

i R
i.

i

- For the Unitéd tates to start ﬁintin‘g golda 601&15' now would

c

226849
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[ —

' be to lncur a needless expense and to militate agalnst the .

I
i

effective regulation of the dome stic monetary systea in -

H . ’
? : .

‘order to cater to gn irrational demand of pr&ute*hoar&ars; e

¢
Uy
s

_ Aoccordingly, I strongy belleve in continuing %o hold all -
' the monetary gc?.d in one central pool in the possession of
the United .Statlés_ Governmen .

S

“The swap we made and are making in return for gold was

¥
.

not a bad ‘bargain. It enabled ue to inorease employment and

recovery Wmteb\muwm
‘ MWQ. If we had tr_ied to tamper
- with gold in the way ‘some people have suggested, we ml.ht

well have. b’aen l;'aoo& wit;x a ‘niaa,jor dep_rossion.'_ wqhg’ve exX=-
'~ panded our _expoi:;ti, am"‘e‘n;c‘m';lragéd ’ongw_domlg‘uo im&luistr;.‘{i o

We have'ééda p&%si’ble a rse ;m prices well beyond the 1932

lows. And not iieavst ve hav; 'apqu;rea in return for O\Ir; :

export surplus g.nd for foreign claims on Ameriocan ?ealth

i
1
{

) . ‘ . ’
the safest physical asset in the world, an asset ROTEOVer:

"




1o worle m:., Boteithatanding 1t propeganda to the
cauntrarr, valﬁgs aol#.nnrn’k;ghlr than does Germany and
which 1s more esger to accumulate gold at the first oppor- .

e e .

o

. tunity. Any. person at all familiar with the workings of
international trado and rlaaaco‘xp”oonntrtoa»like Germany

and JApan whoae gold hold;nsn aro not adoquate will undaru

- “.‘- a l L
'-;wityatana what I maan whon I sny thak gol&vis thn nuat erfioiant. o

aost saﬁisfaot?ry 1astruncn$ of internationsal axehange that

héd.e?er bgen‘éﬂi&lﬂp@d{ Gélé,iagnot only the best any‘:é B
. i ' KR

store foreign gurehaaihg power, 1t not only constitutes one
of tn§ aostver%ao;i?e’yar ahesga,'ﬁut 1t 1s 2 medium of
1nternatianal ;xch;ngs wh;a& 1§ acaeﬁtéble any%here, any

o t |
'lejﬂgtina, and 1n cxohanga ror anaxqggq.;k,

?c be aura, 1: tha palitieal pictnreror the wvrld

- should undcrgo{a dragt;c ghangé in théAfutn:a so that instead
of rltty or siyty ;nacpéndaﬁgvnationg there will exist only
!

one or two groups dcmlnntpdfby ruthless powers, then-lntgrh »

!
natiaual tradc and rinanes will assunc the charaeter of

w°28851ﬁw_
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' systems, as thers will cease

H
N .

' 2here will desss. to be independent monetary

22 -

to be independent foreign

"hofﬁn;es. Bal%ndea Betweenqoonntrieé will be aéttlod a§  A

| o ' : )
balances between our states are settled now -- that is

wholly by ;rgnéfarsvor dopasﬂts. ,Undarfsuoh olrcumstahoea

‘ : L S
it may well hegthat gold will
,undékgthose ¢1§0u$atgnnqaj;x;gfw111 be so different, that

S e T T
the possible I?aa”;n the valu

: Do o g
be the least of our worries.
i .

nq’longer‘be‘needed. But

s of gold will, I'aﬁAauié;v

'certain’governnehts may boast

' . t o i : -
of the day wheq';ndapendent‘@omooraoies will disappear, I -

~for one, have no fears that s

{‘

uch boasts can be made good.

I am as oonfidént that gold iill'continueifo be international

_.money as I am‘ﬁhgt_fhafnajdrét: of ngtionqyxill suscesd in

ﬁ&;ﬁt#;ﬁiné‘théir;1ﬁd§pghﬁenpé. 'With the return of peace.

|

‘ !
and of normal e

r
o

barriers to th{ free flow of!

H .

corigmio and political relationships the

googs, capitalg and services

~ will be gmaxiali[ly lowered; standards of living will once

!

. more refume the}r upward olimdb, and g~more equ1tAb1e disn.

.. tribution_ of the world's gold

- 226852
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T

should 1ike to, speak about -- the finaneial aspect. There

are f';‘didﬂ“?°ﬂill opposed viewa-ii€h~retp§ot”t0“aur gold

pé;ioykwh;ogf;é,ottﬁ§t§e§he§£ueaohwa§het ouf.:4a§g says o

that the 1nflo§ of gola byv§roating'a'va§t basé féﬁ eredit
- L \ N | )

expansion 1s pﬁoaoting,a runavay oredit inflatilon. The other

burying the gold 1n Fort Knex instead of putting 1% into

|
| !
- |
active oireulaeaan. . e

i
1

Now the fe?r thatslntlois of_gold will bring about

t

run-away 1nr1as%on is based on theories no longer relevant

%o preeent-d&f;¢1r¢umntanaes; It uged to be thbught that
g .

ztha axistonee of any lnrge voluﬂa or exoess reaervaa in the -
' banking aystan would lead to an 1nrlation‘Jerogardlesi*.

o "W .
The 'v¢nta of tﬁc 1a¢t ret yaafs, during which excess re- .
‘ ' AQNA£% o Ui/ ?/"
derves ha eunted to qxer~$5 billtons witheut any.unﬂg_
il w& ‘
sirabtﬁ‘ﬁaﬁiiaaanoes ghould havs taught nll those willins to




|
|
|
!

| ~a;learn that 1nrlLtion dnca not

in excess roaoryas.

‘ Rnn-avay
| | )

"A:‘;éyif:?f"“

ccﬁefnbpuf{booausb»ox'ﬁnvinorda;ggmg'

1ntlati¢n‘i§ the prodﬁet of

powerful‘ecancnéo foraeé ihiohfdré'ééaﬁliééiruébséht in

, N o
the United Btatﬁa. There are

States mnkiﬁg‘r?r a rapid sust

gnﬂ‘thé volume ér oxcagg‘reaar

‘has of course besn increaged t
4 b ‘
of and by ltaelf lead to such

7

' N , i
This Admin%stratlonaia, a

undesirability of inflation.

as yet no forces in the United
alned:aﬁ&-markad‘risa 1n4§£1c§s,
ves. 1n tho bankiné syatem, whioch
Y - the 1urlow af gol&, cannot

a prioejspiral.

f cburga, entirely aware of the

[Tts financial, banking, and

rnonetary rerormé give the monetary authqut;ea plenty of

"

powers to prevent an excessive rise in prices,/ If our -

:

Lo

- present ‘povers are inadequate,

T
g

obtained long b?roée 1t is necessary to apply is.

|

now Logtatation oun be eneity

If and when

‘an excessive rige in commodity prices appears imainent, we

shall be ruliy.graparod to acet.
| |

And it would be amusing,

if 1t wera~not‘%a disoohraging to many bualneas'man, to

| ,
spaak of the dangar of inrlanlon at a time rhen we still

“26804
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v;;y5i§g¢§a1p;1‘ghQQC-is‘ng dnﬁ?ercr ;nrlatlsﬁ-at,prosaﬁt.
#hat we have to worry about, if anything, is not that prices
~a§§ too high, b;tvthﬁthihby aig'n;:”high'cnéugh.' A §pdarat§<-~ S
rige‘in érlcas.ﬁéuld ha*banet;élii tafthe»rﬁfgéré ah&\pr6~
',;4253?9 9§,5§§‘ ;°“5§é¥{;1‘ woﬁlg #ﬁiaglate egpléymspg_and
it et 16 it o v i o P+ 5

’ : |
the posaibility|

of inflatlion when odr economy is appraoshing
¢apaolty, when ;mpartant bottlenecks appears in employment

I ‘ ‘ . , ‘

1

‘and'pruduetion,iana not before.

The ohvarsg view that our gold pol;ey leads to’deflatlon
88 Just as ébau#d. The gold imported 1s being used just as
" muoh'niow 8@ 1t ever was.. ¥e have not (except temporarily -

o

for a brief pefiod and at a very’slight‘coét) sterilized
" Anflowing gold,| We have not taxed to buy gold. Our go;a-
purchasing 1is s?lt—tinaneing. Exoép§~for the gdid hald'by

the'Stabilizafiin Fund and certain other relatively minor

_ amounts from the gold revaluétien proﬂits, there are gola

_ —= ,‘ "228855_0“_
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|

certifioaten sutstanting aghinst all the guld in the Tressury.

In 'fﬁcam-m.z.. Jzﬁn the terms. of the G014 Ressrve Aot of 193h,
thpei éertitioa?aa.oan.b§ legaxiy owned anly“by*?adeQalwww“ Q~M~wm~»
Reserve banks.‘{rhoy cbnst&tﬁ;ertho mﬁjoruﬁartio;,orwthaﬁ.
assets of Fode?%; ﬁqaerve bankb;"Against thaab~ahhet; 1@

‘ . : . .
the Federal Res%er banks thers exist either Padgr§1 Reserve
Rotes or deposits Gue to the soamerstal baaks, whioh e
their legal rgs%rves. These reaervea;aro held in turn :
agalnst?:he'dem%ng and savinge accounts df the pub11§ in
thk‘cémmercial‘%anké. FPor every dollérﬂo: gold in the
‘ ?reasury, theragore,‘thé publ#c holds at lééat one

dollar of bank“dﬁposltsior ourrenay.
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Anyone in the u?iteé Bthtes to

!

~ oen recelve and |hold that

bsnk deposits, entirely at hijg

not for the Treai;a\;u'y to try to

J'55 ;;27 -

whom money is lawfhlly dus

ney either in curregey or

6wn convenienag. I"‘f.Avié

rce any individual or

eorpora'ncnv to ;%old »ourroﬁcy_"riatm " than ank deposits 1if

1

o : )
be prefers to hold the latter.

1

Yet|al) the many suggestions

|

that the United s

|

tates put gold into more active eiroulation

amounts to a demand that the money/which 15 lssued against

R
|
§

014 be Xept in oirculation in

than as bank dcpesits' paasod

_meansg of bank ehecks. Aa l/ong

sound, money in the form !f ‘ba
gA

zmnoy lntthe fora of
#1tuation 1n,theiUn1<8¢‘8tatp§
, . |

volume of bank depgeits and %o

. gy/ﬁmy‘.‘ |

the form of currency rather
xi{-om pe%sénai to person bir

28 oux\ banking system 19

nk depo its is as gped. a8

- :\ S T
It mtalq"help the ooonomj.o‘
Aot one ’bi"t& to diminieh the

inorease the amount of cur- -
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" The last pfapoaal ‘I vant| to deal with is thc ‘suggestion

that the ‘rraaan!rr restore the iseue of gold coins M

. }f‘pl&—m%&ﬁLﬂGr This ?xippéaal"'ié of very little

E
importance. En‘rm those who support it are aware that such

. .g°1d colns would not oirculate fmoro_ aqtively and affect

i

t

. [

the domestic economic’ sltuation more than & the ourrency EER
N | _
and bank deposiéln now in oirculation against gold. The
adherents of gold coinage though they do not admit end may

not even be awax:ey of it are merely asking to make gold

- o0oins available |for P vate‘h:oardars'.” All duri ng the twentie 8,

there wag very .J.;ittle gold coin in ecirculstion, and such gs

b

.- there was used sainly for gir‘t'gi---.fFOn»daoade‘s now the busi-

ness of t:m oouhgt'ryjh:.zb been fi'ansacted bf m‘aﬁg of bank
d'epbqits', paper iuencr and apbsié;a:y silver ganymer éoln. .'
For the United Sf’tatoa t§ afar# minting gold ootns now would
| \ “ .
226858




|
%
5 |
| -2 -

" be to inour a‘m;edloqa expense and to militate against the

effeotive regulaftioia of the dome stic monetary system in -

order to cater to an irrational demand of privete hoarders.
 Accordingly, I étmngy belleve| in continuing to hold all

the monetary gc)h in one central pool in the }poéaeaéion.ot :

the United States Government. - o TR
~ The swap wo’[ mede and are making in return for gold was -

i

|

_not a bad blargam. ‘It enabled|us to inoresse employment and

recovery beyond-any point whteh would have been [OBEIvIE

Miﬁ“ﬁw If we had tried to tamper

with gold in 'thbﬁ way some peopie' have suggested, we mnt ht

'well have been faced with a major depression. We have ex-
‘panded our exports and encouraged our domestic industry. . = o
. We have made possible a rise in prices well beyond the 1932 '\

I
i

lowg. And nqt;l{éaat we have acquired 1n‘r9tuim for our. -

export surplus and for foreign claims on American wealth \

the safest phyeical asset in the world, an msget moreover

6 .
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R ‘ A
P AN
FORHBN‘ FUNBS AND HNANBIAL BW , \ .
' l + Assistant Socrofaﬁ.
INOV18 1941} ’ / of State
B DEPARTMENT oF f‘rE "?usmrmy ., NOVISToar
¥, 1.1 112 - .

MR, ACHESON A.;f'-f‘" .

Dear ?ehle.i |

With raferanoe to our recent dincueeiona about Sw% ’ﬁ .
gold, we have now received a little further information frqm \Qué
London about the Germans' method of abtaining escudon. ;

. ' | :

& f "q}.h \/’*

Hitherto the Swiaa hava been buying the escudos for
Swisg france. The escuﬂos, of course, are transferred to the
RAeichsbank account. Tha Bank of Portugal converts the Swiasg .
francs into gold in Switzerland. If the Bank of Portugsl
" now re-transfers this gold back to the Sviss against the
transfer of ear~markad(gold in the United States, 1t means
ultimately that the German purchases in Portugal are being
financed ous: of the Swisg gold here and that the game can be
played for as long as there is anyﬁSwias gold left here.
T : 1 have notlced a number of indications lately that
‘?\\ the Germsns are looking for all sorts of ways of obtalning
escudos. In perticular, 1 refer you %o paragraph 1 of the
- first enclosure (W.T.1036/259/41 of 27th October) to Stopford's
letter of Ird Hovember ¥.7.1036/274/41, and the first paragraph
of Auburn'e letter to Tietrich ¥.7.1020/114/41 of lat Hovember.
{t looks as though they are getting short of funds to finance
thelr wolfram nurchaaea and if this shortage cen be maintained.
it may result in the donble benafit of making them be content
with less wolfram and reducing the price 80 that we can get ours
cheaper. It seems that'aacu&as at “resent is from our point of
view the least deairablw of all the foreign currencies to allow
the CGermans to have, aznd, since the State Department are already
interested in cork and sppear likely to'becomn interested in .
| : B
nr. J. W. Pehle, b . volfram/ (5 8
 Forelgn Punde Control, | L ‘ i
U.S.Treasury uapartment, ' ‘ 12
1610 Park Rond, A
Yashington, 0.C. o _ ‘
coill/13/41 ‘ oo '
Mr. Pehle K 5 s -
Wr. Towson
PMr. Schmidd

2/ 1-29/161S8°+G8

Mr. Fox . "75
Mr. B.¥.Bernstein
Mr. Alken

¥r. Volentine
Hr. B.Bernetein |
Hr. Miller

e e i e At
3 -
Y



http:paragra.ph
http:tzerla.nd

R A .
yae 3

R , ; o . |
@l ﬁy ' - | i
i

T?.
[

v%EPRGDUCEOATTHENAﬂONALARCHWE f:éfgg':'“‘"‘ *':T.<'~"M~thwk7;Lu S '
, DCCLASQ “D F{(; ; jffa ~
Authorty A . DEOmAT LT
Entry 140 - 4y

~ W%ﬁiﬂ*‘h‘?iﬁﬁ? .‘ File g5 515"

i i
g ~ |Box sIEm
; | ‘ ’ f ‘
t '
r '
! .
A N ¢
;o . T - [ %
b H
} |
! H
: o ’ : ‘
' . 5“2-'11“ g . :
' L i )
E . | ? "y

wolfram, from yours also. Because this queétion'ié closely
connected with discnsnions which Mr, Finletter of the State

. Department is 'now having.‘we are alaso sendiﬁg him a copy of
loo this letter. . il :
- * t N j i . )
. f Yours sincerely, . |
| /e/ ¥. Ritchie
L x
|
II !
! .
Co b . ' l
P.S. I enclose a copy of our H¥. 5/25/96/27 of,lOth
November which seems to cnvieage a direet purchase
by the Swiss of Hscudos against Gold ear-marked in
either New York or; Rio. : .
. { (131‘1) WORO ;
, B O .
t B ; - ;
! :
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i |
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: | .
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Hovembarklo, 1941

‘ L HoW. 5/25/26 2'7
o ‘ V ' } . ?.

I

Banque Nationale Suisne, Zurich aaked Bango .de Portugal,

-Iisbon on September 15, 1941 referring to earlier exchange of cables

regarding placement of gold and dollars at Banco de Portugal 's disg—

. posal in New York, whether they could now reconsider this question
- favourably. . . % !

|
Banco de Portugal, Liabon informed BanquelNabionale %uiase,

" Zurich on September 16, 1?41 that they had credited the Banque Nationale

Suisse Escudos account with Esc. 14,093 512,57 againet kilos fine gold
500.99579 placed in Banco do Portugal gold deposit ALY
}
Banque Nationale Suisse, Zurich asked Banco de Portugal, Lisbon

on September 18, 1941 whether they could avent?ally accept gold at Buenos

Alres or Rio de Janeiro against F&cudos.

IN. 2?/1/10/41 shows that Banco de Portugal Liabon notified

' Banco do Brasil, Rio de Janeiro on Septembsr 22 1941 they would like

to knows o }

1. Under what conditioqs bank is prepared to recaeive and to keep
in safe custody uold which may be sent lor account of Bank of
Portugal.’ , ' .

. :
2. If the export of Gold is free.
, « : ; Y .
3. If they could deposit Gold in Bank under the condition that it
o might be fraely'expcrtad at any time, o
Cd Under what terms would Bank undertake to asaiat in effecting
: guch export. ‘ -

ot

i
I
!
o
!
I
i
|

!
!
b
I
i
E

R I 226864
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Box */ ‘
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- o rEDEi@ﬂﬂﬁ:iﬁﬁiBL"K E e ':"i1m7;;P{b
| S FICE CORREQ“PONDEN‘,CE | 1 oamonay 2, 194
To- Mr. SPI'>3 —— { ......... - 'Sunm: n-Mr. MeKittrick's letter

' ’ FroM._ oD W KnOKe P S —— O{.,.April; ']12' T ...-...;.._.._.

»

You have asked me whether there 1s anything further on:
this. I would say "No" because if you answer at all it seems fb
me you will have to venture into unchartered depths, also because

I don't believe Mr. HcKittrick expects a reply. - «
If you feel differently, I would deal with two aspects

i

of the letter: i
(1) the question of Administration policy. j-’.

all we set i‘orth :Ln our letter of April 4 was the’ o

e : ¥ 1R
(2) moqt everybody, I believe, is in agreement

with “r.: HcKittrick's ohilosophy oé rree 1nternational
comperce and free;  internationel peyments "exceot for
immediate puraoses of the warm. Unfortunately a2 great
pErt of the forldlis at war and others;seem on the

brink of it.’

\3‘ LK s KW '
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BANK FOR INTEQNA ’CJNAL SEWLEMENTS ;m_'.‘_..- _ .
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DY AIR maIL. | ‘BAsLE. April 17, 1941, ———————

) . H : i

. - : %M ?m ig’u‘-" >
e Aa_uh_b~43" Co heoo : © T /4%£nodu(
%'ﬁl&“w N /- "'/«1/4/
Dear Spr | C : e ;x\
Thank you ror your letter of April 4 giving the ‘
view of the Treaeury ag to the ua? of biecked“halancee to wmeet

interest payments outoide the Uni?ed‘Statee.‘ A3 you say this
- news will not help us much in solving our problens but it is,_
nevertheless, a great advantage to kncw ‘how the land lies. 1
.am grateful tolyou for the trouble yeu have ta&en in this cen-."

~""'"',""
Uhat yon eay hae heen causing me sone concern of

4 Hate, wby whieh-T mean = if Iam correcﬂy ini'cmed - the poncy

n~r+ien.

-y ...' = X 138 ~_‘1~rgg *“.‘.‘ "
Tin’g é’é“hmgto i oF, TSSsTYing Ausets, blockad Ha the Taited State@,@?%
SR ‘*‘"’”"e?‘z”ﬁ’ %?%*ﬁ'if:h‘*ﬁ&’b*\x’? Paprts Ry & e
Bl o»sett e debts due; to Americans: b the owne*s of such aseete o 1

BTy EAE » &, B gt £
. by their comnatriggsf‘ nf concern has been whether those who have ' o

~formulated this policy really think c' ita effect on international ‘

commerce and tbe future of moneta}y relatioas. America muet take
‘measurea te yrevent unjustified use of dollar assets by an occupy-

ing power, hut there iz a differenca between such steps and measures
deaigned to give special advantagea to American creditors outside;

“the normal machxnery of ‘the law and the usages of banking. Is this
| not in its effLet precisely similar to ‘prohibitory tsriffs, quotas, - '
. embargns and all the other things from which the world must free f?;yis,,”
:;;;7,itae1f before real prosperlty cen return? o : ‘ : :

; International commeroe reguires internationnl payments

_and to effeet euch paymente with the faeility needed by the modern

world eomething in the nature of a clelring-house is neeesee:y

¥hen exchange ;eetrictione were - introduced in England, London ceaeed

to pley tha pnrt of a clearing—houee and the cnly currencies of
international importance which retained any aubetantial meagure ‘of
freedonm vere the dollar and . the. Swi.a 2ranc, The-Swiss takm the,

viegpeint - ghtly, I balieve -4that their eountry and reeeurec
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0 ' are too smull for them to do the work, of an intormtional
' clenring-house. Attempta except bj the Swiss thomselves to
0 hold reserve caah for inter’..ationnl purposes in tho form ot.
7 Swisas francs’ are consiatentl: discomged. That leaves the
'dollar alone e.s the currency for international gettloments.
The custom of m.k:.ng balances under clearing agreements pay-
able in dollaré is not new and f thiz the recent arrangement
'between the Dutch East Indies and, ﬁJapan is a good exnmple.
Ii' the United. States o"go not prepared to provide
the facilities1needed for international commerae, where can
farta of the State Depaxtmant

they be found’ The persevering et
through comercial treatias-'

w40 facilitate the rlow of comarce

- :.f'have von unch approval thronghont the world.
‘ ST ik

s exoept i’or the ime——
Tl i

g
- r -t .ci

e. r, aem 8 ate
e aatyt that" :.'s“? funas iE I5T UETEe
s&;eﬁs@ T %‘w
xhen he nee&a them su‘oaeqnently,

: ? b ; w%&mm A »"5 1 s
seﬁ'lﬁ%’}; 95, an,run "his ’cu:xingss’? If\ea.ll nation

ances to satisry the debts dne to|their nationals, the norma.l flow - o
of mtemtional paqments would definitel,y cease, and businesn '
except by out and out barter would then be imposaible.

I hope. o misgivinga are not Justified, and with

beat rega.rda. I am, Ao ;
' . . ’ Always sinceraly yours,

O HrratWnen

»
a
B
|
-'Allan 8proul, Esq., ) ; ;

President, .| i B ‘
Federal Reserve :aank of New York,| o )/

Hew ‘Iorlﬁ.,

v ‘ ‘000000249 - 226887
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CEe L - : April 4, 1941. B
| - - if | 3\99,,,, | , /*’w-
Ny dear BcKittrick: o - I T vx/ o o

I en reverting today to your. letter of Januaqy 2,
| roceiat of which I briefly acimovledged on February 26&

S We have discussed the whole n&tter over’ ‘the intor—“’
| . veninr period with the Treasury Bepartment 'and as & result of
N various discussions hqve galnec the 1“pression that. unfavorable
decisions on requests for licenses to transfer frozen funds = . 7
. Trem-ohicce *~:°-4*~~:1::d to meet intercst requirenents’.on ‘French:i:
aloans held in Switzerland wero’ pronptad by a. disinclination to il
-see rrozen ‘funds: used to ueot.. obligntions outside the United’;; i
‘Sfatesy | ThatlAppedrgito. be™the! ‘established policy ‘of ‘the Treas-
Ty, Eapart;ﬂnuntoday« ;ﬁatne usa.oﬁ:u"*“ ’*c7nn funda in counﬁr e
‘~ﬁqut 1de; theéloni fed: States “hes!in] sone, Gadas) been apirovads ek
: ! pedt; sy chjs” ovallwas: prosumabiyﬁbivnn bacause of spectall ¢
L ;a‘siderationsa elioved*at“the”tiﬁe to. oxist #nd the fact that it
‘ o yas given should not be interpreted as. |const1tut1ng a precedent
' other cases involving situations which muy have certain points o
of similarity. As far as the Bank for Inbernational Settlements s o
1s concerned we huve gained the definite i=pression that decisions Y A
of this nature were not directed aga“nqﬁ the Bank for Intermational| .. .. "=

Settlenents nor rere they rendered for the purpose of preventing Py
the Bank for Internatiional Settlements from receiving interest. = . -
! 1 ';":V “ i
Ian not v¢ry sure that cll this w11l be very helpful A

o] you tut I know you will understznd: the mnny dlfficnlties
;ﬁcrent in the ,resant situntion.
f o : Sincerely yours,-

' .
H

Alian Sproul

L o
ur, T. H. Mc 1ttr1ck, Jr., President, b
bank ror In ernationa1|8ettlaments,
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with Stopford Reifler, Bernstein'

RG .

SIFIED sg
; DECimar it
| MAMEQQ_A.. Entry T340 gy
By;l__ AR D e»jfy& Flle gﬁl} 515
Box 5 %3

DEPARTMENT OF STATE ,

‘ 1
’ F’ORE|IGN FUNDS CONTROL DIVISION

July 24, 1942.
w
' 3

|

After eitting through three hours of the conterence

et'al, I have no idea

what sort of reply should be drafted to Mr Bruggmann 8

-note to you oi July 13.

Unlese there were furtner developments between the
time of my departure and the time [of the termination of
" the meeting (I doubt that there were any real develop-
ments), I suggest that the following course be followed:

1.. Stopiord be requested to ébtain from the British
preciae information as to what their agreement with the
Swies 1sg with reéspect to the earmarking of gold in Canada
in return for which Swiss francs are made avallable to the

British.
a letter from theiBank of Portugal

Mr. E. M. Bernstein has'/sent me an excerpt from

to:the Bank of Canada

which makes 1t pretty clear that the gold in Canada may be
exported to the central banks of tne Western Hemisphere,

and also to. the central banks of neutral European countries.
I do not know: why Stopford played hie cards so closely at-

the conference.

send an expert to‘London seems to me unfortunate.
verse, I believe,‘anould be folloqed

Furthermore, the British suggestion that we

The con-
'since the Swlss here

know what they want and we know what we don't want to give
them, and the only link missing in the chain is information

as to the present position and ultimate desires of the British.

Under thecse conditions, I think Monammed should come to the

mountain.

i

2. Mr. B. Bernstein should be requested to prepare a.

Q

I

draft reply which, Treasury would like to see transmitted to

the Swiss. 'i

l

Se Mr. Reifler should be reqaested to prepare a draft
reply which he would like to see transmitted to the Swiss.

4, We should prepare ‘the type of reply which this
Department would like to see transmitted to the SBwilas.

i

' |
. o. A cont'erence should be called as soon as Stopford:
can obtain the necessary informaticn from the British and.
the aforementioned arafts put invshape for examination

and discussion.

: o
It this is agreeable, please

so indicate, and I will

paée the word on to Stopford, Bernstein and Relfler.

Moreover,
prepare a draft reply alonﬂ those

I
FFIDHIPS . |

i.

1t you will indicate what your views are,

1ines

;92688.} Mﬁm

Donald fiss

‘3/41 '56'9/ S1S " ¢cg
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o To__ ¥ Mr. Logan »k'vﬂ

L Supsecr_Bel.S..cable No. 328 _
Froy . }

————— i  ——
! i

!
Knoke\
i : i
b . N |
G- . Numberea paragraph 1. The Treasury's attitude probably
.’..}1" | ! B . i - B
. is discriminatory against B.I. S. ~H ! ~ :

o . Numbered*paravraph 2. B. }; .*has redson to be disturbed

\
s

L. ' for the future about these multiples of nationality resulting from

the fact that natinnal° of many cothries have an interest in the bank.

i

~Numbercd1paragraph 3. The}parallel drawn between the1
i

jInter—American Banx and the B. I S ana empnasia ou tuc u*fferehf .

ot meew »

'treatment granted,the tvo deserves attention.

_ Ry e
Numoe‘$§4ﬁ°“aeraph dﬂfﬁghe,largest holding of B I S. stock ﬁ@é ’
. x » ‘\" By - rr;- ~

o

‘*Q

i= said about the fact that the tot

al offstock owned by countries

desirnﬂted in the Executive Order is: nov about 314. Against this

one fact all bhe above argumcnts of the B I.S. seem to lose in.
! o [v : I ‘ ; ‘ £
imuortance. ,'L % , l o :

As regdrds;the tvo suggesti%ns submitted by B. I 8. for

considerztien, I offer these comnents-’

(1) No ouesticns ‘arise in c%nnpcticn with B.I.S
P |
gold under: earmark here.

(2) The thought that we might oﬁen‘a'special account

|
for B, I.h. in nnich a. balance would be maintain d “equal

i

to tOtu* of dollar balances *1th B.I.S. of all natmonals

|

of all countrles;namea in Executiye Order" is tempting.

Uhfortunate;y, however,-under thgt system the Trgasury

i

1 : . ,
would not get 1n§ormation on cgrtgin transactions handled

t5;€t3{. jmf&fW | - - 2268?0 o

z : - .+ ~ 1 000000256
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OF NEW YORK : - o

- OYFICE CORRESPONDENCE | parc_hugust 2, 1940.
To’ _¥r. Logan_-..+___.,_.._,....__;. | sussecr.B.I.S. cable No._328.
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i
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+
‘
|

by B.I1.8. (for instance those for German account)
'in vhich ft is most vitallylinterested even . though
the Executive Oréer does not supposedly concern
:itself with them. ‘ :

g 4 ,
All of which amounts to this: I would like to see some

cannot ulge it witn a great deal

":you'havevgiscnssed;
) ,gg%gsé:;. ?@w*‘i |

; ret i .
o lx to nernstein along the lines oL.-
ny mémbranaum- :
f. ) * {' B
i l ‘ ,
I .
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! :
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e " DaTe L
Sunsecm._Stutus of Bank for. - Internationsd
. " Settlements under Executive Order
[ [ P 8389. a8 amended.. ..

As you recuested I have concidcrcd'tﬁé csble-from Bank‘éor In-

lternctxonul Settlements of July l 19&0 (their number 328) for the purpose

|

of determinirgiwhether or not such bank is 8 ”nat;onnl” within the maaning

of Executive Orver do, 8389, as ameqded. I have 2130 examined the attached

i

f l

memqrandum from dr. Foore to Hr.'Tiehout dated June 28, 19&0.

Assuming thst dr. loore's statémpnt/th.t 30.53 per cent of the

.shares or Bank for Internatione; Qettlements is owned by countriea designatea [

- e i
w-‘Y' “""t*uﬂ—»’ P""‘ r;“*v

; | debentures, or other
|

.s-vk" [

o tnink iﬁ'is fors éctly el ear ééé{fﬁkﬁkfi&y }H%e?ﬂél
's";t‘ecgm”"""'caﬁ‘;§§ hational® within the m‘eé’n"i'n ;,q,' '
117 S

cax “Danke I e ot
e .ru.j." s \f oi ) B -‘-' -:c,f?
lause .of the EXecutxve Order..»,;“ -
g

ie correct,

l

VM PA’"

P R T -,’

nawty substentisl oert of 'the stock nhnres, bonds,

eacurities of vhich has been

rowned or controlled by##t", etc..

| | : o , ,
Tharelrnre various other felctors in the case, however, whalch secem to

‘.
i

;e

me‘to mKe it dés irahle to urge the Tressury Depertment. not to clagsifly Benk

I
|
Ve

for Infnrﬁv 1ona Settlements ns = 31nhiopn1" under the Executive Order. These

1

fretors nf& adeéuatelv set. forth in the bhnk's-cnble ghove mentioned. The only

' I
otie of oUCﬁ f&ctor* vhich ﬂlrht Have

BNV benrlnp on the tecnn;ca; classificutioq

of the bank 15 the stetement thet ”oTnerﬁhlp of Banr for International Settle-

This 1nformation is contrary to that
‘ i

'ments shares carries no voting rights and;is therefore.of no influence on policy”.
H . B

contéined in Mr. Moore's memorrnaum.

IIn thefcircumstancea it seens to me thet it would be eppropriate for

1ment that Renk for Interna*innal Settle- -

ments be not classified es a “naticnal" uncer the Erecutive Order or that the

benk be grznted g Generel Lxcenae.

not te matistactory to the bauk.

i taxe 1t that the 1atter alternutive would

fgdxlﬂo‘ﬁ\

: 1 H

| 0000060 DDBgYL
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3 At

B  July|24, 1940,

Ur. Kﬁoke: R , [',
Mr. Drcibelbis telephoned to me this afternoon about the

k

3.I1.5. cable No. 328 of July 19, 1940, co;les of ahich together
w*cq copies of other cables were sent to the Trea“ury and to the

Bozrd with your letters of July 23. 1 snid it waé my understanding

E

that while we were in. process of consideringfwnether the B I.S. is

i

-1 n.‘ na* of ¢z or : e ,f the ir?aded countries tha;n tne meanln

,,\g .

of

ariirmatively<w1tnout‘mu»h, 1; any,knrc*imina*y‘consultatid
TR LT 3.}%&3’& 31‘5}" LAY e by f - i3

-&.,«{“.:-:-.\_t RSEIIE b1

discussion witn usj thathyg had‘aécordingly discontinued our in="

R of et a~

vestigation of the question, as ‘our ooinion‘in tne matter scemed- to

l‘ P

,.\

ba academic' but. nat we are now pursaing it tfurther in the libht

'

of the B.I.S. ,able No. 328 C
Ar. Dreibelbis asked me if ve had yet'discussed the‘mattér

w;tn the Treagury D@partment as contemplated in ocur letter of July
i

23, and I said we~had not.
|
-

He and I agrecd that the Board probably

would be 1nterested in tne mattnr, as it spemed to involve -a ques-

tton or our relationsh;n with the B.I.S. end that it would therefore

be a good idea for you or Ee to discuss witn nim when we are ready
to> do so, whot we prooo:e!jﬁ say to tae Treasury Department in rela-’
tionto B.I.S. cable No. 328. T said that % would pass this on to

. ‘ : . o
you, Ca C 1, /

(GSR) I WSiL. |77V
| -
b

C

&
land
$
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The Argentine Baneo Genfral nole advrised ve Y eahle of Jamipry 25
e : b ve T , 7
thet it voulds 11?@ to ehiv; to Arﬂent*ne *ba nﬂlﬂ it evmacts to My in 1943,

i
I

Cand if oossible, also that bourht Aurine 19&2.‘ It asks us to melke susgés-

i 5 ’
tions as to the beat way of effectineg the oner @i on an? to inform it ~f the

o

n
. '
’ i

'

. I . e
amrorimete cost ‘ ‘

The reasons given far the MauLs*f _ that the onld cannt ‘be used

in the United Sfat=s anﬁ thnf +h9 hold*ﬁes ?t bOﬁﬂ nra tm be inereased -

ore not very nnlinhteninL. The aﬁld is noflnnnioﬁ in an“ s A*rbs tn moiqtnin

| , T o

legal resgerves, since the Banco'Central's'éﬁartér'yermits the inclnusinn of

W - |

= earmarked gold in mcnetefy »esorves, Ner A?QS'there smem 1o be any other
. ‘ N 'i‘ . . ‘ . .0 v
rurely eccnomie reason which eruld motivatejArgentiﬁa to azk for shinment at,

the pregent time, 'Hence; it it lociesl to conclnde that the request is beine
- . n v a’ . ~ T > - <~

mzde for politicul reasons, Presunably, Arzentina evpeate egrester nregrvre

i | . o T

ts be zpnlisd to her br thir ecountry 2nd mey “here®sre think thet now ig b
: b : :

g her

last chance to. withdraw Some of her pgold. . V§“f

. . I ) x «
If this is.%rue, it is rrt 1likelvw that higb transport eccte will

be a det°rvent; Neitherlshould the‘ekﬁvtagé of careo spece constitute an
.
obst?cle, becauﬂe the Argentine Government. has ai merchant fleet of its owm,

|
Since the shipsyare relagively safe from Axis attack,_the actual risk and
perhape'alsé‘the iﬂéuranc? cost mey not be as high as in the case of othdr

vessels. The éoneummatio% of the shipments;itheﬁefcre, is likely to depend

b
!

)( ' on vhether or not the Board of Economie Whrffre will rant an export license,
. o $
) o .
5 1 1 000000467 C
T B 226874
g P . ¢ : k
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. unless some *nﬂhnﬂnal f*é or shoild interfere;
. v ; ‘ ) : ' o .
. Fron an ecoFomin noint of vie. | thews ~nr hath 2dvantaces and fie-
00 N / Ve

1

!

adyintaces in refrsing to ship pold. We mist cdnsi@er'&he 6oséihilitv thzf

|
o
prrenting maw 1 ter Wé%titﬁ‘shiv rcld from Bﬂahﬂs fireg to gome Burommean eountrr,

Fimthermora, as lonz as the onld e in cur vorl*s, we gre ip » nogitiorn +~ annl-

' eccnomic rreggTe to A*c°n+ﬂva both during the wor and aftex, al+hanoh the . ke

curnocas fﬂ" W%‘v“ +h_° miOhf b° Anne "ﬂulﬂ be A3iPFament in eanh pase.  Or +he
. : H ' R :
i

"ther hnni Argentins b°$ anovvb gnld P* hnine toft?&e eare of mny shinments to

i

Furone che "ﬂnts to make 'an? is not de nenﬁeﬂf nn hnv on*ﬂcwkeé aﬂ‘d in New Yﬁ*b

2lsn, tn keep the Argentine gcld here in order.to have a =lub which we can hold’
I .

\. N .

over their heads, ie ‘in\peaée time at lenst, = tro-2ided M3ttc",ﬂ1f other

i L N N
romntries get the idea thet'we'want to a?ploft the fact of their having depcsits
with ue, gﬁo *nternatlonel sta ding of the deller wold be é?mé?ei, and inter-

H
P

{in

not]

cnalAf rﬂnc‘al relntione would beﬂowe mere d*fflcult{M;Finaliy, s refusal

to =hin ea*ma*yeﬂ vold wo"lﬂ be an 1mmediate blow to the status of gold as an 14&7 “

[

1

i
international means of bavment althouvh thwe aqonc+ mﬂﬂht not he nvom*nﬂnt

under wer condit ians. F ow an’ ecnnomic n01nt of iview, the balance of arpuments
therefcre e eems to be 1n'favor of allovinp the gdld to move, A
The questioq of gold shipments;to Argentina is primerily, bovaever,

| » . ’ ’ . ‘V T’ y , 4 ' ‘ . - i
2 nolitienl and not an ecpnomic one. Failure to‘meet the Banco Centrelts
request would unﬂoubtedlylbe 1nternreted as an attemnt to brlng pressure upon

Arpnntina for a modification of her neutrality. By itself this step probably
; 3
would fail to achieve anvfsuch regult, Ther; seem= to be cor31de*able public ‘; X

—

S ‘sert*ment, however, for alpressure campaign avainst Araentina,‘whlch might
/ even involve a comnlete béycott. The freezing of‘Argentine gold and other
: , ! . , ) S S

H
¢

i\‘ ‘ B ‘ ‘ ',’ . ) "’
: i 000000468
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. asgets would naturelly f?rm nzrt of such a cammaien., A noliev of this kird,

however, would‘be %ictatéd bv resentment “ather.than reason, and would, I

I
N
i

thlnk v1eld no nef advantages bevond thet of sat1=P"*ng our deﬁ**m fnr revencs,

“y
‘ S -~ e it 4 asn ARt en .

Wp A5 nat gain a friend vhen we Pﬁ"cn Arvent*na tc align h.ﬁ“fh—*].‘P mith *hb

II' . N
United Nations.‘ all we'?chiev? f the reduetion of esnidnage and of euch =m=ll

ghinments of mnt i als as may still be ”rﬂﬂhﬁwvaJhe Axiz throurh Aroentine

| |

chennels,  We oould be dping this at the evpense of the intense hunﬂlwa*ﬂon

i

vhich aIl.nrgéntin§S' not only those who are neutral or rrnnged to tho Unit=d

h

; f N

States, must be e;nectéd to fee’ when their governnanf ir nﬂhlvrl" forced to its

5

knees. Six monthe ago, whon we needed every1l~ttle blt of sunvort thn+ we

! )

¢

- e-nld myeter, and whon the Aranntine Gﬁvernm°n+ had naot 8o rigidly commlfan

v

it e1f, the gain:&om a.change in ArgentineWnaltcy wonld heve been~a*¢ater
i T . : .

.and Argentina's bum*l‘at*ﬁr less. Pressurgyﬁhen might therefore heve been '

ﬁusfifieﬂ. At the hreﬂent timo the gainslwqgggﬂpgwlggs valunble, and fha

~eld i cal ﬂefeat f A‘é ntina mo*e‘oalnfu{. ‘Sgnce,_after eil, we have to live
’in the same hgmiﬁghere ;itb that coun+rV, I think 1% wonld nay us to overcome
our feelingsfand avbid humiliating,the Arg%ntipes in the interest of he£ter'

postwar reletions. We may, in fact, be gaining in a postwer sense by alloving
| co T S -
. ' - (R ' , , . ) :
Argentina to;oursue her’ present course, be?ause this course rill ke her
S . o
farther -and farther awav:froa the posit on{of leadershiv in Latin American

affal*s, whivh in the nast sho often u+111ged to antagonize the Unjt@d States.

Thnse aspects -of the case, therefore, seem to favor nerm*ttvnn the pnlé to

F
! ‘
move freely.. ; _
{

A third aspect ie éonnected with the fact that we have.in the rest

o
.

f
N
b

Lo | .~ 000000469
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i e ‘ |
disco;raged certain ‘other Latin American couﬁtries from shiooing geld. - By
: * o '

' givine Arpentina a free hand now, we mey be creating bad feellnq.‘ We must also

N

avoid the impression that ve are placing a’sﬁamp»of‘apprcval on Argentina!s

policy in general. Thessrlatter.consideratigns'would fevor an effort to avoid

having to meet the Argéntine request, but, since'I have not enough knowledge

of the deteils of other LAtinAAmericah cases; I am dnable to asseSS'their‘f

l "‘

nrecise imoortance.n On the whole, however, the aboveomentloned economic and

politieal advantages in grant*ng the Argenthe request probably outweigh*

thege final con31derations. Should it be decided however, that we are not to

ship the gold, it is in my opinion highly imgortant that plauszble technlcal ‘Af‘ :
grounds for our refusal bg found so that . the‘Argentlnes will nct be unduly
o R .
offended, o
: C j
: I ,
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in view of tlw feet that Switzerland is eurroumlad by Gepmany and Axis

controlled territory, she has %6 collabomto ocono*niually with these
countries, The degree of this wlla‘lmration and the degree of which
certain transactions may be detrimental to )t.h@ mwmast of the United
States or the United lations will be imaatigamd in this study. Sug-

o A:’ﬁﬂuaﬂﬁ i‘oz* swppia;, auoh tr:maactiona wﬂl be made., = coo

MMMM&WM

.%ﬂ.’t&mr}.ﬂnﬁ muat :!mpﬁrt. W i’oodesmff's smdl raw mtamals fron {:ammy

or German-oceupieé Furope, - On the other ‘hand; she nuet also ‘export to

 these countriss the produsts of her soil mﬁ industries, Furthersore,

there are wany regular finenclal tranaactianﬁ between thess countries
originating in investzents » insurance ebligatior:za, ete, Uosl of thenm

only affect Switzerland amd her tracing partner:a. Third parties iike ,
the United States may have an sbstract irmsm% ‘in the type of commercial
transactions betwesn Switzerland and our enemiw g but litt.le can be- dom

‘ %o change that bituation. -

Qmitmerlami hmx cloarin@ amammnta with most &ermnmomm’wa Furope
because in most instances Swiss receipts, due to exports, forelgn invest-

ments, insurance tmwctiom, [uUrpass paym&nw to these countries.

Clearing sgresnents were, instituted in order to balance, if possible, the

mutual transactione and %o cut down certain [Wa of payments, OSwiss
fipnancial cmdiwrs in t.he most of these agreenents received only & partial .

. share of their claims, Alumugh, B pmiously stated, most of the clear-
.'ing agreeuents attempt to balance -mutuel mmemm and financial payments,
“two big emeptions exist = namsly, payments. witn Germany and Itely, Since

the German and Italian facwries have fallen behind in their sﬁoliveries :
to Switzerland while their requirements fro@ the neutrsl countries are
incressed, Switzerland has aceunmulated aanaiﬁsmhle clearing claime in

- Germany and Ita.l,y At first this msant t}mt Swiss exporters were not pajﬂ

for several nmonths = t&mt iz to say, until in chronological order money
received frow Germany or! Italy parmitteﬂ pa;mnw of claims, Usually

 paywents were sevoral months late, . In ordeq to relisve the Swiss export«am,
- the Swiss government Weed to assume these eloari% claiug, Up to the

end of 1941 450 =mdillion frencs were allowed’ .to be acctmulamd in the clear-
ing acdount and up to the end of 1942 this amount uny increase to 850 million
francs. In reality this means ‘that the .m.‘lss exparters are padd by the -

. Swlsg government, who tammrar 11y edvances the money to Germany. Tith
‘Italy -the clesring loan amounts to 125 million francs, Although Switaerland

agresd to these clearing t‘lamm, it is not cert.ain that Germeny and Italy ‘
can actually take advantsge of them,’ hecauae Swiss deliveries of gouds to

. Germany and Italy are limited by Swuiss pmdmtivitv Certain exports can

be meintained only if sufficient raw waterials are received from the Axis
wit.h which to mtmfact&m them goo:is. In other wordxs, Cemany has to

|-
f
P '14
T
P
S ’y‘ o 226878
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aupp],y Switzerland with m'a :&atarial if the ..,wias eeommy is to furnish

Germany with manufactured gom&a. ¥ron the avidam avallable at the

' present tims, it seems improbsble that Gernany can utilize even as such

as ons=balf of the elearing loan grantad by Switmorlaxxi under the agroe-

‘rent. These clnaring lams cannot be used for | other trensdotions.

The pranting of clearins lom to Cermany and Italy that 1& o say, to
our enemies, should be considered an unneutrsl act, becsuse Switserland

"ig granting a nniluwml benefit to one group of belligerents, It 1s true
. that Switsorland has not much choice in the matter; nevertheless, the
_granting of a loan 1o a bell&smat iz in a different category froz come=

mereial snd financlal mhanges on & no,apemting basis, The faot that
the Swiss Hational Bank and' the Swiss private citizens have large amounts
of investments in the United States which are fmzean under the United

States legislation doss not' offset or sitigate this: unseutral sot becsuse

Switserland hss also very large inwatmnw 1:& Lﬁ&m w.%;&ah are frozen

cand unaseble at ﬂw pmwnt tim

in wost cleering agreemts thera is g clause pemitting the so-call&i

‘debtor nation - that is, the nation which is in errears on her commercial

and financial payments, to recoive a certain pmentags of the amount paid

into the clearing account %o be at its free diaposal. This amount does

not have to be used %o pay foreign creditors, but can be used by the

debtor country in amy way it sees fit. This is| free ezchange not smhjeet
to bilateral restrictions, »Gemny, and in partimlar the heichsbank,
which operates the Vmachmmgsknsm » hap bean mceiving every ikonth a
certain amount of Swiss francs which could be m for propaganda, for
acquiring emanciea of thiui countries, for axpenm not covered by the

‘clearing agreement, etc, Since clearing figures are no longer published, |

it i8 impossible to determine how much free Swim exchange Geruany or -
other Axis countries haw repgeived in tho past: swd are receiving at the

present time. OSinee '“wiss«(}arman trade is largm, aunsiﬁmbla sung are

at the dispossl of Gmrmny : | : « , ‘

_ Another source of free awiss francs availeble ‘to the Germana maulta from
golé sales, According to éonfidertial m!;srcapw, Germany has sold more

than 260 million Swiss frama worth of gold to Smitserland during the

‘8ix months ending Jamary lw. The gold is ah.typed to the Swiss Hatiomal

Bank by the Relchsbank, but an analysis of the publiatwﬁ gold holdings of

‘the Swiss Hational Bank does not indicate that the gold was bought by this

bank for its own sccount. It would appesr t.hat‘ the gold wae bought by Swiss
conzarcial banks; but beesuse they have no i‘acmuw for welighing gold,

the Swiss NHational Bank was lentrusted with t}mt.] function, In other words,
the Swiss commercisl banke own most of the gold o
Anstesd of keeping it in thair own vaults use the facilities of the Ratiomal

recoived from Geraany, bul

Bank, As payment for ths golcl t.Imsa mraigl banks make Swiss francs
available to the Gmna. N : ) |

'
|
P
! N
f
|
i
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The publiahod o;ffinial gold holdings of Germany are 1@33 than the amount

already sold by Gerumeny.
" & large unrecorded gold reserve.

It has been known for a long time that Germeny has.
The intercepts concarning gold sales to '

Switserland omaiomny indicate that Czechoslovakian and Russian gold

in mr@f@do

Since the Reichshank has wnfiscuwﬁ ‘consdderable amounts of |
' gold from Foland, the Netherisnds, Cuechoslovakis, Bolgiud, and possibly

. Denmark, it is probsble that its present gold holaings are still very
- large. If the Heichsbank oan sell that gold shroad, valusble foreign

_aexchange oan be acquired for purchasing needed| raw saterials,
Switzerland is close to leruany, Gernany finds

Because

11% casy to sell gpold sbroud.

Elimination of sush gold seles will forve Germany to find other markets; '
this way not be as easy hecause of tmmpartation tiifi‘iculties and becaum ‘
‘other countries my uot be willing to accept tha‘t. g_\,old. 7

1

Whether Switserland 'éa purchasw of gola fmm Gemany should be oonsmamd «

an unneutral eot is diffioult to deternine.

In any case, it ie significant
that the Swiss Hational Bank is not a direct part,y.

The Swiss conmercial

banks, whose main interest is to nake a 1iving, do mt dare whather tlmy

S camait an unnoutyral act. : },‘

|

A third sowrce of freu aﬁi&ﬂ francs for Gm*mny wms frou thesale of

 American doller notes in Switserland, Aecording to information recelved
. from the Dritish government, it appearc that Garum:y haa aystmmtiwuy
- collected large amounts of homrded dollar notes in Uermany and occupied

They have bmn confiscated, pumhnsed in the bleck market,

or looted, and although no i‘igms are availsble as 10 the amount of
'dollar notes hosrded or circulating in Europe, |very large sums of woney can

“be realized by Gerzany.

‘ Since Switzerland is n free gold and foreoign
- exshange narket, there are few difficulties in! solling dollar notes.

Tha"

British estimate that the Qermn governuent or'tbs Reichebank eell dollar

notes in Switgerland at appmm&wly 60 pamm of their parity.

1t is

- undoubtedly desireble to stop such trade in Nmeriesn bank notes in Furope

because Germeny derives e great benefit from mmsa.

accomplish this will be discussed later.

The best nethod to

A apeeial éisoussion on the

problem of dollar mwe in all of Empa ie hiven in the eppendix.

Finally, Gernany may he ahlm o mlm free & a\;viss exchange through the

sale of German or foreign aecur:lties in Seitzerland,

4ithough the United

States hae put into effect an effective systexs of security eupervision to
prevent any paywents with a possible inmediate or removed enemy interest,
there still is a considerable trade in mrimn securities in Switszerland.
The purchasers often have g speculative mwmat, or are hoping thet in ;
- the long run, especially at the conciusion of the war, they wmey profit

from these securlty. purohases

Securities, othar than American, are

" probebly freely tyaded = partly ss investuent powmlity snd partly as

. 8 speculative transaction, ' It la apparent too
sall some of her own securities in Switscerland,
free Swiss exchange can thus be collected by Gormany.,

" bBwisy {rance msulting from mmxrity salee are

’ grwisicns.

that Gersany is able to
Considerable amounts of

It appearc that

not subjeet to clearing

. 226880
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- Summarising thica seation, it, BPPORrs . thnt ﬁ:anmn,.r hsm no c*u'ﬁculty in
Cacquiring larg;e azounts of i‘ma Swioe francs from gold, bank notes, and

’
[ -; SR r;

[
I

gecurity sales and from tim free allowance in’ tm clearing agreemant.
The Swise itational Bank is'involved to a eer’min extont, jul it appears '

- that moet of the transactions are undart.aken bar wuiﬂﬁ commercinl banks

and brokers, : , {

| o
Ca ,mm%n eg Fme Swiss Franes by (mmggm

- Since Germy, smder the pmiaioms of the aﬁazing clwiw agreanent

. with Switzerland, can buy owiaa products irrespective of mpwmntm into
- the elsaring account, the i‘m Suiss exchange . available 1z to hre used
mostly for puréhases or ﬁmmctiom outuide | wimer}.gmd

It has besn

shown in previous pmgrauha that German pmmaaa 'in Switzerland are

- faciiliated by the Swise e}.ﬁearing loan and are thue only limited by

: Switzerlamd's ability to produce then, If &emazw ‘then-uses the fyee o

Swics exchange for buying coumodities in oths»r geutrsl countries, or-

.. possibly through. these in nonebelligerent or sm_y .countries, ueziwarland ‘
facilitates & transaction bmmfioial to our pmaent enonies,
~ intercepted material ‘it appws that Germany has ‘been acquiring large

Froz various

amounts of escudo exchange and soms Argentine p@aom For example, it is

. known that from September 8, 1941 to arch u,l 1942 Switserland made
- available to Gormany a total of 265 million escudos, This smount was
. paid by variocus Swiss comuercial banka intc the eseudo account of the
., German heichsbank ut the Baneo Liaboa vy Aooms and Banco Lapirito Santo,

Before diwnnsin;} the origin of the large encmdc; balamm at the disposal
of the Swiss commercial banks, 1t is izportant to illustrate what use
. Germany is wmaking of those escudo oredita,

Intarocepts show that large

smounts of escudos from Feichsbanks! account were made available to

Wieek of J&mm 1.:-21, l‘%«»
ﬁwk oi‘ Jm&uaxy :22«&9, 1%42
\ﬂeex or I‘ehmary 5«11, 19:.;3

- Hinero .;ilvimla pmbably ior tuhzsten pmhwés. _Fer ammg lusz

|

‘.uam ™ 2‘;‘ ,wa,m(}

‘ '“*39,299,000
49 :200 2000

k ()ccaaiamll,y shere m outpmymm'm te Japmm payces, hut theso mmw
‘Uther (Goruan firms are mntiamﬁ occasionslly, Host

of these payments are probably for Gernan purc}mms of raw malerisls or
foodstuffs in Portugal. In othér words, the Swiss cmmmial banks fmzil- :

_ itate Germen ptxruhaaea of vs.m raw meterials .m Pox'twal

© The exact origin of these J&rga escudio mmuntsl are not inown alt,muga,h mmhf
evidence on certain Swiss esouio . transactions ara availabla.

The regular

Swiss coapereial tranmuom with Portugal mz1 not leave a balsnce in favor
of Switzerland, . Gawmnﬂy, Switserland hes no eseude surplus frem that

In fact &
time, as the fulluwﬁng tablc 111uatratea:

A: *

g - e —

wiss trade with Portugel is Qrery pnssive at the present

226881
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: ' Switiarland"a Trade wit.h Portugal
e a ](In miluona of fmnoa)

-5 =
i

,'} '\ | I‘ ' - ?Impart.(n)
v Isperts from E_x;&orta to - or Export (4)
| Portugal ‘ : P?nngal ; Surplus

1939 , i 8,13 1 G451 . 41,38

191.9 : . Y n003 ; 19-43 v - o&g

Hine months of b T2J75 R N WV L S w5 230

1941 | : .

Jxont%w for 1941 . ; : -
January .« 2,52 ] 0.%0 “1,62
Februayy 0,71 . 0.98 . + o27
lareh | b heB4 | DTG wiy o 05
wmy b 8499 : .| D52 o =8B
June - P T4l C 070 - =6,71
July 11,09 | La07 «10,02
August, o 16438 , D 95 N -15,17
Septexber | 11..63 R 0.?’( ‘ '13-.&1-

| ) . | .
’

As a result oi’ the grmt import sur;lus.for t!w firat nim months c:f
1941, Switzerland hed to meke large paynents. w Portugel, TFlret it ,
wag suggested that Swiss gold from Hew York ms to be shipped to Portugal
and later that Swise 'gold was to be earmarked. for FPortugal in Hew York;
however, neither transaction was licensed by tha Treasury. Switserland
thereupon had to maks gold availebls to- Portm.gal in Europs, During the
last fow montha the Sviss Hationgl Bank has baen sending regularly cone
siderable smounts of gold to Portugnl. These gold sales have nothing to
do with making escudos available to Germany, and 4the Swise Hational Bank

has stated emphaticelly that it is not a parw\ to sy of the Swiss=Portuguese
t.ranaactiam on bahulf of Germany., , :

. I
Other ccmmroial tmsacticam slso do not offer amy passihility for accumu~
leting large escudo balances, Export surplusos toward the FTestern Hemise
phere are emall and eny proceeds transferred to Portugal are but a fraction
of the Cerman escwdo requirements, - Conm:;wnuy, it eppears that the

- available escudos must come' fron other types of trenssctions = particularly
‘ransactions in xmericnn dollar notes, gold, a,m} powibly foreign securities,

Ava.iluble statistics or intamept.s ‘do not imiic’*aw that tha Swisn commercial
banks have been gelling the gold aequired from [lermany to Portugal or to
‘any other country on behalf! of Portugalj although it is poesible thal the o
gold is actually so}d but Wk;ed in Svaitaerlwﬂ mther than transported =
to Porfmgal } % ' :

It is known that Swine cmnrmrcial banim are sel{lia.g, large amounts of dollar
notes o ”ur‘b%al, shipping;*them in mkagas of, apprommtely $10,000 each.

)

| \ )

. 226882
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The notes are mm at a discount of appmximtely 32 pereent = that is t.o
say, they are sold at 68 percent of their parity, the seller paying postage
. and insurance to Portugal. Since t.hebanknowaummlly -aaequir@data'

- diseount of 40 percent, the Swiss banks are waking a profit of about !
8 paercent minus postage and insurance cnarges*. Through these bank note.
sales large amounts of escudos are made available 40 the Swiss banks 'whioh,
in turn, buy German owned free Swiss francs aga!mat delivery of Portuguese
esoudos. Haturally Portuguesa banks ocan onlyi abscrb large quantities of
these bank notes 4if they can sell them again at a profit to other countries.
In this connsction it appears that dollsr bank notes are sold mostly to
South Americs, and in particular to the black|markets in Argentina and
Brazil, Criginally they wem sent by the "Lati" air service, but aince
its suspension, other means of transportation| have: 10 .be used, and it has
becoue more diff’icult to dimposo of the mwa* in outh Amrica.

o _ .

& number of othar mtercmpts indicate thet ! wiam comercial banks receive
- & considerable avount of escudo exchange frou| Argentina, It is powa:lblﬁ _
that Portuguese banks act as intermediery forithe bank note sales, so that
the proceeds of the dollar note sales becouns availnbla in Argentine pesoo
and are then converted into Portuguese esc udoa. - another poesibility is
that Swiss investors in the United States, who have thedr money. frozen by
the unwillingness of the &»wﬂ.ss Nntional Bani to aoccept dollars, sre sending
. their wonies to'Argenting and then sell them to the Swiss commercial banks,

' The third possibility is tha.t Swiss held fomi;,n twcurit.:les, possibly of
. German or Axis origin, are: disposad of in Portugal or South America. Little

evidence is aveilable concaming, such transactione.

Under all eircumstences the Switm commercial banka faciliwtc financia].
transactions for our enemies,  As long as fme Swics exchange resulting
from lepitimate commercilal'transections ie involvet., Switzgerland acts as
an intermediary for Cermany., If, on the other han , confiscated gold,
American bank notes, or sscurities are involvad, Switzeriand facilitates

~ the sale of stolen goods, which must be considered an unncutral mct. Swiss
- commereial banks umioubtedly have the point of} view that they do not care

. about the origin of the #old or the bank notes as- long as they can meke
+ some profit on the tranaaction, and thus they fumiah direct help to our

enomies, It ndght be argued that oven in thmm instances Switserland sots -
a5 an intermediary and is pot actually a part’ of the transaction., The
" wltduate buyer of the bank ‘notes or the gold or the securities is really
" responsible for the unneutral act, If Portuguese or South Aneérican buyers
were no longer interested in such t.ranaactiana‘, the Swiss commercial banka
would no longer exscute them, This argument at times is further reinforced
. by stating that if Switserlamd were not willin{, to act as interwmediary, :
. Germany oould still undertake such trmnaactions directly with Portugal or
with South Auerles. Such an argument cannot be accepted becunso it is

apperent that Germany uses Switserland becauss| transactions with the g

sistance of Switserland are such simplor and are only possible because

Ywitzerland aots ss imnﬁediary. The elimination of Switzerland would

undoubtedly make things much wore difficult for Germany, Since most of

- these tmnaaotions on the yart of the Swiss can be considemd an unmutral

S

1
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Ms haa been mnmnsd before, the 8wiss ﬁatianal Bank nppm@ntly does not

facilitate direetly any of the Goruaneg wiwo?ortuguew'tsouth Arorican

financial transections, It seems to act aa an egent of Gerxman gold sales
o Swiss private banks but does not teke any interest in the underlying

. or contemplated transections. Although the Swiss Rational Bank has bought
omall quantities of Cerman @ald for its om; account, the gold payments

it has rade to Portugel asre due solely to & deficit in the Swiss-Portuguese
belance of trade, The Swise National Baok hsis'certified to the American
government that it hasL not scted on b&hal:i‘ of Germsny in other meutral or
overseas countries. I beliwe thia stammsnt m be true 'oo the facts,

Un the ohhm* !mm, as 1t also hms been ahm ia the preceding sections,

the Swise commercial bazﬂm are hesvily mvolwﬁ in indirect transactions

- on bebelf. of Germeny. ' The following Swise banks are the 'nost active daalers
ip the Pertugmae Lmkat for Areriean W notes:

1. Hanqu Fedemha. (xetmva :
2. Societe Banquiers de. mm, Geneva

3. Credit Suisses, Geneva |
4e Eor, Generale Alaauiﬁnm de danque, z.urich

On the ot!mr hand, tm Swi.as ewaemmal b!!anka which make the escudos wail~

‘@ble to Germany are _mt'mtly jtm follawings)

N W Leu & Company, Zurich .
" 2 Sme Bank Corporation, Jurich
3. credit. .,u:ime, Zurich} T

‘i‘hﬂ Lou Bank seens te he the xoat iﬁportanh singl@ bank facilit&ting guch

trannactim. For instance, during the week of April 23«29, 1942, the
peycente into the Reichsbank's escudo aec.ounta :.n ‘*ortugmae banks were

fcllmm = .

i

,' rram Mu & cosn;»mw - f , f ¥ae, e,zaa,mo ‘
o . Miso, Sources | . , é 28004000 -

: ; * Eoc, ‘ ,‘m,ﬁﬂﬁ

bq: \ ; e ’

-1 Swisa Bnnk carpomtion S 1,000,000

o *}  Leu & Company | r 1,500,000

o | #isc, Sources | o )

- : e : ' S Eac. 7,300,000

i

%s@wiﬂg the. darmlopment during x.’m}l}’ meka, it sesus. absoluuely certa.i
that n@it.hnr t.he bani note mlaﬁa. by ms abowx mmimm banks, nor the
. ;
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iﬂpayswsnt.a into Gsrmn escudc acocounts are mlawd transaction, On the

. contrary, trensactions in dollar notes occur every week, and the statee

-sents of the Portugusse bm;ks wery mk show inpaymnts by varicus Swiss
counercial banks, 1 ?

\ [ | .
Svwiess comrcml banks can undertake such trmwtiona pmticany without
~ any restriotion heca.uas f:witmrland ptill hes a froe gold and foreign X
. exchange mariket, and the Swies comsercial banka are not subject to much :
governmental control, The Swiss Hational Bank has' prectically nc suthority
.~ over gold and foreign axolmnge transactions and eannot prevent the Swige
. commercial banks from undar’caking certain types of trasnsactions. There iz
only an agroeeient coms:ming dealings in dollar exchange. This agreement .
could dbs nado because there is a great sbundance of dollar exchange which -
thea} Smisswiﬁaticml Bank is willing to abesorb um'iar certain conditioms. =
Singe. it 46 tha only larga, buyer, it can lay dosm ite oun conditions, In -
regard o other tramsactions, no such one-sided edvantage exists, 4As the
Swiss constitution glsc provides for copplete banking secrecy, it is
possible that the Swiss National Bank and the [Swise governument ere not
fully aware of what is actually going on. Information is, however, mil-
. able to us thmugh the British Inbarcept. and ini‘omticn services,

Ee'

In the preceding pammpha wvuml fimmial ]tramantionﬁ dotrim@ntal t.o ‘
our interests have been autliv&. A1l of them banefit our encmy amd must -
be considered unnsutral aeta by Switzerland cn behalfl of Germany., Effieient
eg;omic varfare demands that. somey if not all, of ﬁmsa trans&cftiona be
stopped.,

Hot much ocan be dona uona&ming 'cbe clearing loans mntaﬂ to Swiss mertars

which, in mlitw, ammnt to a loan to Gwzmxxy. !m;auaa Switzerland depands

on fam:l&,n trade for a living, Sinee” Germany | and x‘ud.& countries virtuslly

surround Switserland, t.rade with overseas wuntrias is limited, foreing

. Germany %o trade mostly with German-dominated Furope. It might be posoible,
" howevar, to imerease our surchases of Swiss prodxwtﬂ whieh night be hslpful

to Germauy or in which s large amount of Swiss labor 1g involved; then

- thiz labor cannot be at the disposal of the Germ war economy. In other

‘words, the clearing credit can hardly be st.oppm, but we might susceed in
proventing Switserland from shipping too many goods to Germany, which will
result in a parﬁal nonunﬁluauon of tha'c. claaring creﬂit. .

i I

The gold and bank nom amlea te owitzerlam mt be absolutely stopped;
the Swisp commercial banks performing thesc. transsctions must be prevented

from undertaking any tranaactiws beneficial: w our enemies, ¥Ye might re-
quest Seitgerland to refrain from executing ﬁ;heam Stransaotions; or we might
- request Switserland to introduce an offieial 'gow and forelgn exchange '

: ragnlauon. The Swisa Hational Bank should haw a ropopoly or full control
over all forelgn exchengs' transastions with sll foreign countries, These
reconmendations are based upon & belief that ]tha Swise Mational Benk's as~
sertion that it is no party to any irdirect unneutral transsection is true.
. Ve can assume that t.ha exgoution of the pold 'ancd i‘oreign oxchange mompo]g
.+ by the Suise ‘*zatioml Bank would proc‘m the sege regults,

i
]
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l
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&mﬁ the Swise gwarwant {or Swiss ﬂatiaml ’%amc can mtroﬂwce a gold and
Toredyr’ exchange control im difficult to appmiae. Several possibilities
exist, It is possible for the Swiss flational Bank to megotiate e

‘gentlenan's agreement with the coumercial banka whereby ¥he latier promises

not to undertake any large scale financisl tmnsmtiw with Germany without
the prior approval of the Swiss hational Benk and, in ;mz'tieulw, to refrain
from dealing in geld and American bank notes on Lehalf of Germany. In the

- seeond place, the. Swiss Fedaral Couneil (executive branch of the gwermwnt)

nizbt issue an eaergency decree under its temporary war powers, granting '
the Swiss. Hatlomel Bank the exclusive privilege to deal in gold aend foreign
exchange transactions, It sppears that suchl an esergency decres is legal

- under present legislation and war comitiazm&. #hother 1t would need the .

approvel. of Parliament is a debetable qmtiun. %hen wany nonths age the

- Swiss gold holdings located in Switzerlund fal}. helow the legal wmindomum,

the Swiss Matdonal Rank argued that the re’usal for shipping Swiss gold
from Hew York %o Burope muld necessitats the changing of the Swiss gold
laws; this, in turn, mibbt arouse an unievombla public reaction, Although
the gold was not shipped to Eurcpe and althoug;h the gold reserves continue

- to stay below the legal miniwnum, the action ef the Federal Council agthoris-

ing this situation was, as far gs 1 know, mr subaitted to Parlimment.

The introduction of the gold anc foreipn m!mngc control especially effeet-

ing lerge financiel transactions on behalf of Gemny could certainly be -
accouplished in a smnm" vy,

Hequesting Swith'lam to‘ refrain from amaating larg@ financisl irensections
-on behalf of Cermany might 5ot lead to rasults if we do not have wespons

to force Switserland to accept such a requsat, There are two possibilities
in that respect. In the first place, we u:ight rmake General License Ho, 50
more strict, or even mvaka it; in this cam, Swigs finsneial transactions
with the United Stetes would become more difficult, In the second place,
we might make the grenting of future export licensaa conditional upon the -
elimination of these finahcisl transdetions detrmantal to our interests,.
These weapons are undoubtedly very strong wﬁ mum not be used before
other means hmre been eﬁmuate&.. A

N

3

Apart from asking thﬁ »aists governaent to prwemt the execution of such

‘unneutral tmnmctians, m might put all the Swiss banks involved in these

practices upon the black list and zmggast that the British suthorities

- follow suit, Since Brltiah authorities in 'bhe past have always been skep=

ticel about the tryansactions of the Swiss comomml banks, this support .
on our part agy give them the necewary asaistanw in eliminating these
unneutral practicea. .

,;
Concerning. the trade of American bank notes in I‘uro;m, the British Governe
ment has already informed the Turkish Governuent, which is also inplieated
in some of these transactiona » that all &%rican bank notes destined to -
Turkey or originating in ’i’urkay are subject to peimure ami confiscetion
except 1if there is proof of DON=SNERY interesst. A similer warning might .
be sent to the Swies govermwent making it thus more difficult to dispose -
of imerican Bank notes in that market. (aarmny, in mat case, might still
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'be able to 3311 dallar nowa, but in all prombi;it.y the disommt would
be larger, and thus the seman profit in the t.mnsmtion would tend to
&is&ppem‘ o i‘ o ‘ H PR y .
Pinally, we ahould be well aware that any palicy toward w:itmrlmt} alons
may be insufficient and 'that Switserland zshoulu ‘not necessarily be aim;lad
out 28 the only cowitry ion which to apply such pressure, Although it ls
true that Germany is using Switzerland to a|very large degree, Germany is
‘also using Portugal, my:l similar reasures should be devised in order to .
control German dealings 'in Portugal, These reccrmendations in regerd to
- Switgerland are, t}mmfore, werely one step in a wore far-reaching comtrol
oz‘ @nemy f‘.ummial %ransactiona in ail neutrasl ccmntriaa. ‘
f
4 1‘1:1&1 word ahoulc’ be said about o pt::m:!.‘nlmi &emmn resction in regard to
such pressure, Since Switseriand is so d:apemiam upon Geruany, Cermany
adzht try to force Switgerland to continue m"aa of these practices, and -
in that case Swiss mlatienﬂ with the iUnited “%tm,es uight further disinte-
grate, ilovever, it seeis to me that G«mmny hns. & considerable interset
in Switzerland's trade with the United amtea, particularly in regard to -
Swise imports from this country since any raw uateriale amd foodstuffs
received would make the Swiss eecnomy fumtion better, This would make -
.available to Germany a lxwger ammount of Switmrlam's energy and factory
-output. Furthemnm, Switaerland?s bargaining paaition towards Germany
is not negligible, In ‘the rirst place, Germany neetés the Swiss reilwsy
gystem including the tunnela through the Alps in order to supply her Axis
partner Itely.  In the second place, Swiss labor and Swiss industrisl
equipment are important in the Gerumn war &f.i’ort Finelly, Switserland
offers a good opportunity: for Ceruany to- -maintedn contact with overseas
countriea. It seems to me that a request to |Switserland to elimiaate '
these uaneutral transscticna would not fail becaurze of German pressure |-
upon Switserlands canseqwnt.ly such a course, \of aotion should be followed.
Haturelly, we should not overloock that the Uniwc’i Gtates also has an
interest in the maintemance of the Swiss ecomamy and independence., Switserland
at the present time is g very valusble cbservaticn pom. ami ‘ite ex.isteu@e
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