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l\.I?P$NDU A 

nT'FORFirGN,~ClrAS$SJ)F;GOLl»FRoM T$,UNJ?I!IDDSWATES 

(In mi11ioIlB. of d'()llra:fSJ '~. iildica~e~net SaI~S t'O .. tb,eUii:tted· states)
. - - '-:;' 

1951 . . .... ... .1250.. , ....~\, 19,49" 
~t'l1Y,l.... Aj:dl"" -ts.n....qct..:1'. Ju.ly~' April-' "JS;Jr.;", . Oct ... 

Area. and countq Se!t~.21 .rUbe ·Mareh~J!,.. SeJ?t,o.· jUke .March Deco.. 

'Uhfted Kingdom ;:i.~4$ 80 400 360 589 80.';;,;, 

;;...Upion,of South AfriCa. .~ 20' 13 -- "-- ~- - 9 ... 4- 20 

~ai.i.Canada 10 -~. 1QO ,~~ 

ERPcCiuntries (other tl:laJt U.K.):

, Be$gi tp'it ahd' Belgis.nCpnge" ' -,"'" 2 3 35 

'F~ . '," ,'. 

5.6 
" Nei~~j:.l~s and·l\Jether~s 

W¢I3:t·Iildi~s ~'- 4 86 ~.-
.....Por.tuga.L·E¢d de:p~nde.l'l,Cies 5 10 15 -

9Wed~Jl .. 17 15, 4 16 3 
Sw1tzerl.a:Jj)d 15 25 13 5: 
Oth¢:i:- .. E.J.W.• cdu:p:tries 4 19 2 2 
Ba,Ek tor:rnteI':llati(.)nal

SettlelIJ,el'lts .' . ,25.---2
Tl;)tal. 24 2G1 

I .. 3Other ContinentalEure:p~ 1 1 

Latitt America: 
. ", j'; 

50Arg~td;i~ 50 
11'.'". i6 15 

Ur,1;l.guay ... 28 .,;.15 5:t 27 24 
~Mexi¢o. - 64 124 62 . 

1.2' 1 
Other Latin ,Amerifa 16 12 "':.... 14 .. ' ..8 : 10 ~~ 

i 38Total 12\ ~ 73 231 75 5b' 73 

ASia andOceaniat . 

$idCi:P:esia. 
 20 10 

".' .t\- I ......1Otl¥~'l"'ASia andQc~ania. ~ 
~ ),5 '--:lTotal 

.;;.;.,..;.,:...
.. ,,,' ~J;. '.' ,3l '.. 25, 20. :.11= ~ 

Grand total - 2+0 57 880 764 7~2 32 202 

Tpta.lsmay not add up. because 6:f'. ;r'(')u:adi.p:g'. , . '. . ' . 
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(,Pleas~ return to .' 
Iii, l'ui:tional Infonnation Center 

:.:. ~. 

RESEAltCH.M:EMORAND 

o·Tab±e .,-of...8ontents"",..!. 
,L, ..... ,..;...,~ .. ,_.:..,...,. .,,,,:.-: .. ,,,:~ ,(""'.': ' ...~;,":...-J 1.,.",•• ia.'J,;1i! 

" . 

,~~~}.w!t~Ji9.~\;('9~~f{ IJxg}1r~~!J!iltiFi);}f~l~~J ;±7;:t~!~~~.gt1t~~f~irJ,~~:Itr.€:1tlye.g~ld 
,and"d61J.ar.,mov~~eht6.:f0r',the :..remaiDrlJer. this year' iri,the lifghii,,;of··,:the'ihtei-.
".~j.".s ·"'...f"'~I;~?I;j,r,... ~:W::Hy"' '(#'n:,;J:r:i;;!:,\!,; "ti.:·~rt;: ··;,.. ~.,!.l"';..{~':~n' ~~iLf ···./.::..'-x '~l'~fr;~xt~'f;t';''':'''''lr' ~j':,'i'i·iv..J~I' <'··r ··':'~:r'lOtf"'''';.·~~·''' ~':"'."'!i,!t '~~,'t'., . • , 

, ,. " ..... ~ ·;1~:,r ..~ ::';"~" ...~1. \:''i'';:'''U;¥:'' J,:•. ~ '''~4J...'''-t<~r·~'..t''t'\·~~';iY;.1'~~, '::'~!;~' ..: .';..._ 

nationa.;L, .~YJIlentS.lp'oSi,tiOi1. in,.mid::-September.· . 
~,.'-; .;,,,~~•.• :.";,i~._.,!,v. ~...t:..r..l;;";{ ~~' J,<n,h.k~· ";,~~~~L.r-i' "ti::~;,i·,'.~,l;'(:'I..Ai!f~,\:!~ "' $-.:JX':}- ,~t.\.!J ':::'EJ.b "": ~ ;:t9t{i.:~t~ ':r~l:rr , ';lji.;j..8r"~(..'~;~{. 

i 

1. IntrcWuction 

As you know'~ tlle ,~qJ.q.i":9.~,tr~w; ,:.~r:o¥1>:~~~ Ur;ti'!:;ed States that begE!ll.; in 
:;:!J. ::":.Z;;~:2'::~~,i 1:;.._'t',t?,;}~;(a;:::;.~... ,f:.~~j:i1'j,'__.-"~ 

the,",lasti. ,.quarteit 'of' 1949. ;liaS)lOW .'come to, an end.. From 'July' 1 . to, Sep.tembe~ 21J 
1 t ",J. .f ,--,;~l.,;~ 1 _.f Jt'.#.4.'W ~';'+'.G ~7\:~':3':(~~~'_-\~~~~ :;1.:":.'~"· Un:$"~ I.'~~. ~~~~' ,,:..·..L.. t'tr, \ :;J 1;;::$;/ :9'f:~~~tJ~f~~fX' ~t~l'j. ~." '. ~ . 

.1951,..the :1;Tnited.:,States",l3.Ctually"bo:Jl8h,t.·:from foreigrl.,co s210'mi 'oIl:, 
•• '.. ~ ,'or, "~""'J ... u. ',,; 'it.; , ~'.' '':; ':'('.~"'" ',:3'J) "J;#,~\'.;..~.;' j,::~~>( ;;~;~,!~(' . ':;"'~~~ b J..0t:):¥i ..;~::i'>"\+.\ '.1':',,~~;I:(lP··· :~~::~td -11:C ''"~ ·.(ii;'i·\ e>I;~·~'t ,r'~~... ./ ,:~;.,. ;:- .t~ :~, 

do'~la.i;s r ._wor,.th,:,of,,,goid •. ,.AS :~y .lie .seen .in'. ApP'endix...A . -this . ·:n,et <g64-d irrrt6w 
." .. 1;1;:.1 .• t,lti\,,·d .~.c,.. , ,~'" l. ~"'01'1,,; .~!-'"!i,il~t" ~~:~~~:~~;., . 1.:~.1. ...:·:~J,,:t ":8!Y:t~;::)~1.~:!.. i::~l£i~' ..r::';t;'t:>~~t ~ i. ~,;,\'frl ;r:_:.;·~:i. ~'-(,:;f¥,~':~;:~~~t:~~!t1 ~~ 

, .. ,' 

http:lji.;j..8r


,',!,' 

~ , ' '<, 
, ',' ;. (Ji~,:J i 

\"~,: .. "~~ ','; ; ':,;, 

~" , ' , , ' " . ~ , , 

.' 

" .w~~eid':Kj$;gdOi#i::j8.iid!'t~2Q;~:rn±~tQ$:bY,S€Juth, Africa.__sal~s tp.a.tw~r~<{;ip~i"ct'J..Y";C>:J:'f~~toi1:!;Y < 

, • , 3. _~\, i"' ~"" ' , ; ~.: ' ,_ ,'.- " .... ~ . _ .' " '. ,.'. ' . " . ~ 
.:cd..; '~, ,,;-;, ('aha,'r! "<"niS,tF':1) "".,r.t%f tfn·l<~i'M ERP IC,,,, ""'tff"" '('20"'''*'';:fj}!l';f'd' '''d-j!.i '-'rt-"f' ,\ a'i'hili>7 *~ ;:dt~:);l:~~;i "~I~i~~ !\E~ b~t~ff . '~;a.. ,' , " " c~ ,'es-" ~'m;< LQ~ q' 'ars)":"'Q""'~':'C'\':';;'~, 

million, .was ~ou.gh;t>{)y Sw~d:ento, cover. ,its supserij;rtiqIltQ :the I!lte~tio~ 
. ,., ..... ~ . ." 

. . 	 ..... 

Moneta.ry' Fu:nd) ,anc]",by, Egy=.Qt., (31.,m111ion:d6lfus)..Latin, American giilld sa,les .. 
, " ~! ..tl. ~~) ~;'~,~~3i.:.l 	 ~ ~ ~~_.~, ,~~'~;;",'~i tJ. ;:j:21 fi.:i;·:f'l' ',c,tl'~j!~f):r:' )~.:'.:' (: Ii ' ,'~ ;:;t~5~fr; 7#{ .; t,~;);.~:j..;r'1i\ ~' .':: ;,~~t:r.~~;,;.;,::I·r;/ t~ --:t ~~~~~~:~s:l 

. ._. , . ~" v:: ....,.: . .. ,':", ." .r~' ~, ' ",' ,\. r '1 

~:unted, to 12 milliQn";'...asa.le'g,r~~8 ,~§1'}) H)frf,~~j<)p:~~ ,¥vipgbeen partly ,off~ 

~et py purcb.aseS by 'Gt:p.er~t+n''l~J~,~~~~'7p'~~r~ef'3,~,\ 
~:; ,;,~ .,!';.' .;:\~:.\ :::. :,~: 1.'~ ",,: ,::~ ;:l ,..,,£ 

IlQw sharp was. the reyel;!IiJ~, in U:n1ted states gti)'ld!llOYEl¢ElIlts in recent 
, 	 . 

In():o.th:s .ca.:n.l?est . be real~zed. wh~n~~~:~~~gT~~:,~,:hli'£~~tha-t as r:eceAtly as t~e first 

i 	 '"'y.• \;5,.(....' • 

rI, 	 qua.ttero:rt~s::'ye~r ~lle I1I,lite'd ..Sta:tElS Bold BOO million, doMa-:!:"s" wQrth O~ -gold 
~:, ,
: -; 	

to fal{ei~ ¢o~t~l~'St!,it~~:il," 'a1;" ", u.arteriJ.Y;o.utI'low~\~'d:iiC'e~tS$f~IiJ.b,e~1949.· In 

I' 

i' 

" p 

the .ec~d q~~e~;'~7;~¥m:~~i:,' ;';"~'i~:f.i}i;"~j'~~;tGutf~~ 
I: 
)' 

p " 

I 	 ,since thesecQnd~ q~e£of 195'ot' , , -~ " .. ~,."., 
" '\t •.t.::. ·'M:" ';':". ,. 'f!Y'Ii <l\"~' " ,. <> _. r. '~"-.~,> .... <)' '•• " J>_."'t,IJ. 

q r 	 , , , ,.... ,"I 

Fore'!' ., .• 'd(illar":a,s'set'S" ':U:ic'ieased" soi:iiewna't;;';~lh~ Ctlt~'set:~ho. .q'\J,arter of"")"'::'I"'~'~<'l\'r~"'i' ~;"c!I'~''-:';'I;;'a':''.r'~''", ":""~·~'~~'i·.:l'I'~"q-'.;~-:(f~;t~trI·7'!:&'!~~}'·;-'~;\i~~t':. 4',.,:5 : .,.;" 

th~s year. (t:tl~( :lJ3.t:estp~r:l.dti +<ir,;.-lb;i<:p',' c(jmp;1et~ ,da.ta.-'~~L!1!~~l;8.~Ie))coIli~red 
,.. ~ •• ' • ! ••'P ..... 'flo, tIl ......a Il-. t:c:;; b ,,'I >';..: to l!.,,!-_.'t:. ~ ....... '" .'~ $I ,~,t! ... ,.1'.', -, '$-.<,," ",::1. ~~"...r.: ~tl~!'Ii:.:(~.tJJ, . 


I: 	 with a deci~:ii,{the' 'fir-s.'t'"'qua¥'t,1tr~·#f(jlr6'W~fttlie. 's~t,s't~l:tiilif':~;i.se :l,n the 
f'
L' 	 tiNe,lye InO,nthB e¢~d Sept~lnber ],,950. Pe'rtinelrf; data are, given .in Appendix. B~ 
I 	 . 

'':.),,<i :::":r.:~j··::~::~;TS.f';.:£(;' ,)J.1.J .!~..tB"ri;t','Cl {· .....!"...i.rL 'r;.;~ .:r. j';·~;'};'::':t.tf··O~·. ,).I:,:'f'\""i[ .,r:;~~'.. ":-}!."f~'!',,,;:-,:;,:-:·';'.J~·I'" ' Th,is: sJiarp, reversal in',U;!fi'ted .Stai;'~s"g~J:d"~m~v;e:ureLl;ts':n:l~Sfis':a .c:~e,'L" 
r" , .i~ ~i~~L~rt~'it~~~~ti, hi::th~~~:~i~: ~cilf~'y~:!~¥b;~d~1.'\(;~xid?;~aftt~os1';'~~'~qti~k1ft¥on:JI6fI:: 

f· the probl3ible, gOld ·move~ents· ,duxPlg Attig<'~riWiif1jj1l~thte~-,:·~tf:)'~arhS4!f'Jfr.ilfI(thS~:C).f':"'" f: 


, ' ••>" ",,' , ': .:' .' ',' -.,'I:,:,· 
"'-......-.. 

~L 	 this year.,I
1, 
\' 
! 
 ::}~:j\:I~"'~j'J ~ i:~J~t,~, f~'C ..tr·i;~':,'t ~r)\1;r'~' -q. vf r:~. f''"f.d! ~ ~-tij . ;:\ f '""l'? 


'2.. "'l'lie.':Generer.. l!!rdtjpecfs! 

i 
j 	

',~ !ifll~~~J~' g$tJ~Jl~~hii ~'0:jl±:\l)~~) giv/fi,. ttli;;~:pi-~;sie'Mi:"ke,"tilB:tfa~rti;Yrbm>.t
1 
j 

tat:iIi' ·:t4~J~b:i;sn:/'" ',gi~~:~ifr:~'lJ!.M~6tpd~'JW~rJ!:::WeQ.till$~~;;gofd· ;:a.t{a1~i*iraf;r!sa.iP!Jf1;;he:,!n1"a!r 
, , " i ., '., "', 

,',HL:' ~.J"~'J ~;, <:~,1),r. 'i':~' ';""'''';~~1<''i:~';'~ ;, ,1'f.J,'+t. i' l' ~:~~. ,--":-"" t, ,r,r' i, t~£~I', s,~ ,:" .:. ;; ""..... 

.ta;..uy as·q ,.w.e.sze,Q ..vS Pr0~~f,;l~eacqu"l:1?;L-. :Q:p.8:. ·....:····t " ..'~·. -"'1' '.. "., ·.f'~i-~·."·'"."'.'.\..·'.'I!;;.t.~"'~1...."t~.·r'.·.-'>t·':: ,·-:I:!, ,." ..•• ' .:rt'I±'.'-"'."".<' 

There '~r¢' \de'f':l.Ad-t~ iIlQ:ications.t,li,~1; Gl:\~~t, ~r.itai~'s,r~ce:trt; 8~ld s.ales 
.. "~~-""''; 

; ~1i;'ili1l! J3({f 'come ito an" end '. l:p,1!he, +le,a.t futu.re,., 
i· -i::;::::-;~;j .. 

,."C 

http:s~t,s't~l:tiilif':~;i.se
http:Moneta.ry
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FEDERAL RESERVE BANK 

OF NEW YORK 
~ .:. ,,/~
:, ~.... ;' 

~.,,5)i .~'~ii.1 
DATE . ":_~._.____'OFFICE COiRRESPON:DENCE 

,·••. !aOQ' . ·.l....~.,tft·'"~_~. 
SUBJECT:_"~:" '. ." ...... ,,' '... , 

;......:' 

mon·" la, ', .... ',~: · .. ·IlIII.·,· "'i . •. ';'. /It' 'i d •• ' 'II 

~:~!,~~~'~(~'M;:~' ....... - ..... ,~~l~~~;:~f,o~ 

~\·o.f Q;r,.ilJ:&d ·,'t~iJ";~ ~ ·t'itt·:t~~t'\\·\·'!·il'Jt'ti., 

" ". I ' " "1", ..".,,;::~ ?<. ,I');:: "," ;":'~""!~ ." ':f' 

·t:,,~~.,~~~~i~ 
.~. ',' 
"~ !I f, I ' 

227419 




. FEDERAL RESERVE BANK 

OF NEW' YORK 

OFFICE CORRESPONDENCE DATE 

g ..............~ for Pnsii__l . 
. 'lIr•••To__________~______________ SUBJECT ~~ , ...... I 

FROM ----:-_____·..c..;';.;;..·.--=I=._P.o"--'·:'-$8...;;..3=,1"'--__ 

~~G BUopab MU~. ·~cild, B1ov"t't~·.tta(j __tl",1.nt~~ 

even. ~.~ the~.. ftkoB1l.A8'~$I1iI:le¥$;~Jt.~1t1tifh _~ 

n$ilft'_it. 'Irb1ch ne.4 ~w~ aroma....~tOOOtOQO .t;",OIt~~lt:Gf ' 

thli VlQ, bid .... ~ atitnl.te<£.eo.lSeQuutlJ'. uith t1\e Jrinc1~1. .~ 

eouc. Of the .~Wl- either bl~$1' aepletecll, t.he~t 01 

.,,14 tom.' eowaVl ~ 1ast t_~17 "',_ '., lal'l$~t" ~.<l~:~' 

to ~ ... ~U_ot the .~·USh· ~P1re~ ~~,. iold ;~o QC~ 

~. ll~ la w.c_' _~_ 1>7'.&" t"~~3t b$l-.t1a8Uiflitutelil$$t 

~.e, 'tIldeh haft __ ao...aaftq ••14ewable .-.Irv 01 dillflJ1l" _.ch~~~(til 

fiiD.,lmed~a.~. ",;Ii,.l.teIi~,rav:·_~••;_.'~u.;M~a:OIQ~_ 
. .. 

.~. poaltS.•••• ~~i1~l.7U • ~Alt Of fe.YoJ'IJi}J1. ~~. 

. d..v4o~tem4'" "'1lOV~t .~to:"d,p _ptWo. 

the ·tIt.URn ~J.n tu c..owr. of the pld ~~~ ~.~~ . 

aa\b 'ca be' ~lJ _. ,...tb$ q;b1.~,. eJ$td.Ia$ .~.~ i4.owt~ 
'. ' . . 1 ~ , 

0274l)O,:. ...,; t..., " 

http:eJ$td.Ia
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. FEDERAL RESERVE BANK 

OF NEW YORK 

. Itms· $; 1~Q.. 
DATE_~~~_._.___OFFICE CORRESPONDENCE 

Ir.~ ~ .fot' ~da~zits-, 
SUBJECT: ., 

. ..,~ 
FROM ___._. 

~Jt~+'" __~ 
i . 

at !idItS 
~tlpt.U......, 1940 

iYtlti& 1940 - I.. 1941 

r;~,~ ... Mq 1941

lIalll_ 

(1••Ua.r;iot ao:U.e) 


_~ 

a;iM 
I,•• 

ttl 

~•. 
~-(...)

.mllDUdPa 

.... 1M 

.... It7. 

~,,,~~,... 

let _!.a ! 

otC~: :~~t\l1~ 
la" .... '~tD. 

,1'.1 I'~'S 


1M
il,'. 
fl• g2). 

• WI· II ,,,.,,,(dg,SIii,·DiI.,:IlPIN1D 

, "(iB tdiUGIUJ~f_mJ'tll" ... ' 

1b11U81l' .' , 

'~'.~ 

espt. liS ... Ha:y 1940 

~B'~'''''.'i.......... 
.($Dal.aat.... .. ~~~~-__11 _1At.,.,~., ....,..•.,,... .,. ...-. 

ife _Ut. ' j).81 1 i.a 

·au 11 .... I 4: :a.. ... g' $l. 

- .... . R 9 $ 

. t .. .. , . t . 

- -- .:' ' 
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,,;~~t~,~Pt~ti~~~f~2~~~r;~t~~i~;K~~ft;~~:~~:~f~~;~~;!<:)~the

, ,vO· a;.a;', ;YO~um~,O''''',,,, w,ju.'$:, '"~nc;,a.u,",,,,ng; 'gQ~u.:,anu.. '5,eOUr",,-v .s)'".'U.e;.l;:U.',~:,J.::or, 

ace o'Wit/~?t:'~~6,r+(r,1,g:ri.':,~'d,~tiil' bankS' 'a~~~"j'?¥'~rnrii'~li~~;;;': ?)r.:~" tiil4ec'it~~(t~ifal'-
" -. 1;. " .... ~, ' 
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, ~k;j"'a:c,t;ing,, "r.,~all,F~de:ri1111es~:ryeBank$ 

,' , ',,' "" ,~~~:~~f.i~~:t;:,::':"',~:~!(:~:~~.~:r}~~~f >::'::~:;it~:O~:; 

, , ':~~ ~~~!i>,~t)':;:~9,t~'fl~~~~,·',~t!;:~~rt~:'::~!l~,19~', ~:~~~14.~~Y:,W~~, 91.~J:y, 

.",,]7.1, ." ""'" ....~,' ' ~:tollars,· ~f).f?,!9.\ ~:t~~' a:;e~el", p,,:r~v?-:1:~,,~ng. at :tne t:14P:~ o~'",,\ 
·ast~,l'etti!r.', ; ',.' .' :,', , ,,,',, '" . , ' ,',,' /,~, , 

:,( , .,' i(I'n,':m1f~j;dil$.~~t;/4~,li~;i:~;"~ "':' ,,:. 
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,<;?~Y .~m~a,~,~},.~ii~'~~.~Ilal .. 
,,~&t.the(iEeil:eI'a.'] . 

',c' ,< ';1' s':.-,: '''H~ ~.. ":l.··.· <"- • ,-;t.t .- ': ;",' .·e·a~6·,:and.,.c:a:r.;r1etf 
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r ;,-;i;' ' .3/l~f:45
• I ,", ." 

/i,
.". 

(-!(, 

I
eXl?~rt~~g, ~t~;e ,ra.~~l oJtt4 ,..p,i±+1on,.dp;l:lars a y~!~r! orm,yre 
,tl';an:fo\1r.·tj;m~st.Fte pr~:ml,rle:vel.,S.1n~'e·'Il~gust J..9.J9 a'qot,lt 45 

,.;.'b.1-11iC#,( :d'o+'l:at:s .ot, Ametic~u:~ 'mttt~fr:1als; ·have· beensll1p,ped ,abroad I 

mo.~e:,:t,~ap:half (if 1 t during 194;3, ~d ~944.• 

•",,', ;"N.()tonl:rh~s.,:th~, 6y~r.';'"~~1 ,~~b~~t 0t' e~p,Qt:tsgrgwtl "" 
faux-foLd ,but therehava 'al'$o'b.e~li fufid1amen tal 'sh1ftsin:.ti:ieir , ....'," ,,, .. J . ,,'.' '. . " ',", " . ,"', «, .." ",\:. ",."".,, . , , ' 
d~t:,e~~.~p,;q~ '~he 'UIi1ted,K!nftd9m'''~d"H~~S:+<'\l''~l'e nevi ,~€lc~~vi~g n:ea,l'ly 
tw,9.;~~~.'r'C:l:s, 9f ' theexpo;rts ,.~Ul¢l.· a.I:l,:add~~1ona:t·lO. per'Cel'l~ i.~g{)i;ng , 
to.·:Af;rJ;:c:-2:;I' .,the~l1dd:l.e Eastk ~nd::~he'm:e:d1~erl'a:nean B.r€!a;~ • All tb,ese 
~'eg;t0p;'$;co£ub1ne9.~ecelve'dlfJss;tklauol:l~.;;,;tll~rd' ,ofoti.-,r. ,~:xports b,e,~ 
t"'ore;theWar."Exports ·,to' >the" A1J:1ed~eontrolled. Fat' I~'a:st~rrr aild 
pac~£1'c,are~a~.;h'a;v~' 'iri6reaseda,o~u;t's:1:xjolll.0n' the 'o'ttt~r' 'heltl~, 
'(~tir ,tt"'iic1e,Y/1~' cpnt1nental ,Eiiro.pe; , vlh;.i't~ll ,l:l~9,',t~k,:e.!~':s~~8P+e· am·::>Urtts 
of~~ur expor"tlJ';,:Ptlt.ore tlle.,w,ar,nq,a~al!lJ;,tit ,dl,sf~ppeare~ ::En r~e?~~t 
y~a:r:s.. 'i ,,'. i' 

.;1 ,', . 

Sqme'expaiHiiton haS~~5c;"oociintie,d;; iff QUI' iPl~or~ts'@.u~~ng . 
th(?" wa~>'p' a1..~9U~; ,th:~'~n,cre.~~:e"h.a$ be({r~' .', F'll ~:;r.f.:;taJt~fqll:~:,;,'.,;',e'n;,.',·',,~.','e'
rise, 111£1'xpo,r:ps.Ilp~()rts:1.q ,l:944 a.ggr,E;6 ted:ne'~u·l.y: 4!,;',., .'<# . 
do~.l~,i;:p',,; ;~~:,;~~mpa~r€~i''Wltli~.;. r$~t'~,r.)(ruj.i~ ,I';;1?S' "f_arQ~~~ ,~:~ ,:Jti" <id;:,q~~. " . 
a ':y~ar.,:.· :'fJ:~~~'" :1Fo,q, .1JllE:l re; ;,h;,i.V.e :bE:':, '. c ~,51"~lf"Gs4.'P;:, ,', ';q:p;;ume:ls 

;~~'~~j~~~$~ri:~~;~.,.~~;~:i!~':~~'!~<~~f·.~,;r~~:it~g~!\!d ,.~.t?t 
I 
r 

.' :'.;.' .. ···',"!'.F~~;"i-91~:pia.ied' y len ~ , eY.a ~"'in' ,p.- d1'D:i.;f:k;ler1;crul <wa'r .' 
1 

. ",. m~~~~t:~~~~~'r'~:r.r~~·tS.~hr~":: \\;~t~~~~~ ", '~i,E:~::~~:~~tf'944 t~d~~i,Cf~rid~ .' 
,,_ •• > ,'< ",'l'.', ',_" '.'·1',·· .... ',,".,: ,'''.'_ ,t,_ .~ ,.~t,--'';'.;:'I', ',,' -~ ,,-, '_ . 	 r ,t.' ~ , , ...... !.

I,
I· 	 leE4~(i;~~4,;~~;x~.~;l,Cl,e'!·:w, '~:;'~:'?~!,'4,H, ~;;tJ:1()tl' '. _', lars ,,_ of I'ir¢e,h, ?l,J~. ,p1fl:t~xi; 

orabotit;9,O'.'lJe:~:,cent,. 'repres ,edgocfs. tran,s£erved'; t~wlieula!nJ8r 
Ii 
t: 

,! 

• 	

vid..$' 1ri~ tfi'e'if'foi-Ill o·l'eex ·;~.e8':'rt:l,· .,rl;. 'ch1ef.lyth~ reritlaJ."alid ,;.~e-, 
, I,' :P~'1r,<Qr~;$p;.tli~:i)Ca.nq:,;,tn·~., 'ty:i:n, :,ci.f::(ill'~cra:-ft •.. q:9p¢ts~st,u:al!liY " . . 

\! export,tJCi' '~~:~(,.1.,~nd+le~:s .;,' ,'~'.:. ':1~tat"Oh:l~4~'~h;f6Mghlfoy~rirtJ~r:.l~44 . 
. ( tile .,I'oilt,f;'s.t.(JJ!t,~.e\t'o.r,wn~.ch, ··end~,l:t;t,a.sc :Cclt'Ports;:8;re,'aY~:i.+'a'blei> 
·a~~t;Eig~·~,~,d:,'2.J~!~;~'bj;l:A~.<in:·,:~q~iar,~.~<o.'t:...·~~...i·~l~: .t1.l.¢'ti)1~tr~9:~\{<:fl:lgd;o.Pl
r a,celved\. '+:l~;~:",b$lltlqn and. the- 'U 'B~. "~' ,R",,7,.4- .,l?tl.,~\j;~. 

I~,.~~~~~~~~ ,.
r\ml::lJ.:.1 ()U';'... .',' •. !1s':::,ofi J"ttl \Sse Jsoods,jr~.equi!re'>ca81'!; :pay:tn~n;tsi)~t,l1..~·rema·ind~'r

.' ~~~;~~~f~;~~!~~!!t~:~~~~t~~;~IJ~~~~!~1~~~:~:~i~:~!~~~~'
1;>:( ~'. ~~~1.'~q~:~q~J;a:rs~,.~.>p~~~,~g':i ,I?;4;4:a:r,:,9lf~~t';'~n~ '~ash4ef.ig,t.~: "l1P'Bvloued, 
f'orelgn~I"ls:,';:t¥~~:alJollt',: I .b;tll;tGl},d}t;l~li~r:i!J·r/iQ .' 11:i;'ei~~!,~t, I~as~op;e 
ha.lt:·.prpb'a;t>3iY:;~ept ;b;,·the ·:La~in::Arrif:r16<jth:'trf.lp, ·q~l:os:.":, >','.:, -~ '. ' , -', ";,:.' \ ..:.i \' ,: .' . " ',!' , • 1', ' . • . .. 

...... ..... ,.\Vile.~fea:~;.U~#,1;A;;'~rU'a"r~ca, ,'ar~f: t:Q'_~'1l:1'ess;er e~'f;~iitJ' t;hf;' 
~:JIf,, , Europe~n.~lf~i~~}'~~,~i;~"'.l~tt,~,~;,:,,~~#va,ti:~~q;l?Y.; '~Uir;:.~c~s~s: ,of v'1\tial: war 

I"· '\; rna,terlals.;aibroai:i'j."our.'f;).1i:t1es~,1n Eurqpe,and·.,tne· Far'E~s~'have','been 
I' thepr.ii1c1p8.1.'req'ip,~eht$ 'O't:'dq~iar> e,J,tchEinge' EfF:1-sln'g,g: from" tJ,nite(l' 

, , , 

, 
"f' 

,
I ~ 
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.3 I, 
I 

'S.taie's:' au~litl,Y:·s ,abl~oad, ' ~n ,C,~f,!l1~p,t1,on ~~V1~i "; tt~e, :es't,abl1sbment 
'01; "bas~s ;;)n:~'!rtb:e .¢pn.eetl:&:;,at1'o~':Ot.our :1;~6opj; Wid" naval, forces 

·oVer'se&B:~,,:!FrolU:(f'i.ir ,q:e:cla:rat:toir;of ''War, !n Deeember 1941, 
· ~li~9#g" ·"'~'~~lia#Y.'19,#5']~ti~:·:FO,·r'~1gn·Dep~r~~nt of tkli~ ,qallk;. a.loI~e 
ria S. ':na, , ,&(1 :'p~y~e:pt;~ .:(!)£ .3~,a',·~~;ll:i~ri:. 'd~J,;l:~,r~l .on .behal,f'. qfU., ii,~; 

, :Q,o;·l1:e).~!ll!l;¢:t1t4'Eill'~rtme~t·~,; t:l:n.d'. a:g~1.fcJ'es:1 J¥l':@C,h ,pl~ced,do,:Ll~r .i'Ul:ld s 
:~t,::;~l~~:~\ '~~p.~al.ot '·foI'~~gn)~~t~%+~~~~~;r:§:~~,ba'nks. 'Qf tl1ese' . 

,:, P, .,n •• >flf.l:ich re~l)~c~e~. pr,1.,maf~,~;t~,::9B::ti,{1;Y,s ,~r1s1ngfrom, ;OU~ 
:f'm ,~~~":;operattons a'~ro~d" :th.e;;;B~r~·,t1s.Q. COlillf!.lOlll'iea4thticqu:L1?;ed 

1,~..9, .",~;t'~,o~Q ,~Dl0llJl. d:t}~$run~~~~'iI(a~~1611~i,ChlIlSt:;~;~t;qQJi'r:~d ,:r~4 ..,,'
m111iozr, and Alger:i.a121 'fn1l;lionO' '. :;'[ll La.tin' A!1l~~1"lcalloourrt·rit'n3" 


1,,' 
Z;~e:~i~ef~l" 131, ~lii;1onti()i18;~s.ah4':.,:t.hec6ntln~h;t~:l',' n~,iuti~lS.~ ,

9.3 ,mt!l}l;·i:on 4) 	 , , . ' 

" , :",~". :'.' ",: 

I , '. .,' .':'wlie'gre~terp~~,t~.,bt>,t~~:l1$Q:r,ej;gn a9c,U1:r~la~ti?ncj:t,. ' .. 
, ' 

j , doll,ar, iex6h~llg,e ,resu1;,tilI1,8.e:i(~11,¢?-".:',:r:f.q;1' ;O'U1' .lrji'11't~ry~:xp'etld.l:~tlt(:~~ 
! abr.oad '. or' fr.om,', Qurpurcllt;fJes,~ot~,~~.p:re:lm,:;g;oodsj·'l~as b~eb: cdta;ti~J:ted 

into, g(;lclto beearInarke(ilri.t~i1:sc,;QW'ltry'~0~f6reigil ;aecdun t,~JL or .. in SO~~ cas'e5,~to 00 ·e~poited..'F6re n!)uy1hf.~\.,fijoJ:.d·'f1'!~3t , 
G ' 	 developed 'ir:,o,Un!i~he'ijl:Ld4~e ofl:941. an4. ;htfnued a.t:a.filO{~'etat~ . 

rate'un~il·tft~,end;or. ·;194;t" ',wllap.;1:t','t(~(3;.:·s ··e,lJ.p¢du:p ,subsJa,~~t.ia:l.~Y. 
F,r:Onitl1.e;m~dC1+fj' 9t;J.941 ~ttlr4u;£r.l~F.',· ." . ' 9,:~5,'19Ite,lgn, ,e¢~:t~r~li' .' 
bank~and:}g~V'ernm~ri:t~i:oOl1Ver:t'f;d:' ;.::t6 ':1"·,) b1:tl:!iori'dollars . 
in~to~qld'~:'":,~~:cept'rot ~.' per,::'; .... :;~st;, . fir:': )");eiL~,lliilanaVietS" it" 
l1aflVY·;t:ak~r~or. gOld j :th$ Q .' ,;i.I:t</' ,'s' J~e' !1;,:CP1" '¢.l1tl:a,t~d', ,:~n tr;1~,.',. 
Latin·.Ame,~%~ap. ,~pwltr1esa ,tl~~!,,! .' , ~an<rt~U 'r{'ll;;4i> 'AtgEfnt~l1g , . 
ha~sp~,~n~'~~l.c:l~rg~st :'.' .' .:~Gr,1if . ·u.y.'~t':i:;lia;V.~~1&t :a.c~it:l1r~d :5145:·'. . 
,lU:l;ll'~'on':ifl:?:t!~~,~$o'f'~g ld,s "'"m,~,d~~"'.· "~.:,:&Uld,J3:r.a!~:tl }l*s:pll.';,cha,~;ed. 
·	,2:35}Tl~:11~o,n~:~(a(;)~lar~ _, '. ;C'Ilbit, '._ '.' ',;,'~ex1. ~:" .achhaye:ex,R~~~~;~d, ~v9:'r . 
10,Q '.U1~:~:~lon:l,i()+[ar,s, " l~goia: ,"f!.,.'d\,a:rrr qn.t:S',;I'cH~g~ng.tr(}tl1 '~Q,;;o' 
1'0:; 'uilJtl,~,qii'hi:'t've been, lit"cha5 '{d';; ':' 'V'ene;zu'el.'a., Urug,uay"Gh11et i ' 
and ,C'61o~b'1a'.. ,.' . . 

, '" " 'S:w,l:t~~rlanfi):wliich. ws:'s'QU1o;ig i#l~ f,1rs:t f,ol"eign... ' .' 
c9~;~r.1e:s . 1ft' the, 'e~r#..ertt JnOVelDa~l:t ·:ttr~ :0.o~ivet:t(1il,11,a.r:s1:1itQ "gold, 

, ' ll~:~',~bo,'t~gllt,ai,t(j:t~~ "'~,f:' 460 "ml111ori: ;;:~~~:t~~~;, 8fg'7.1d ;dq:I'illg,':~1~~~. 
·.P({ii,t:\,~~,~~ ,ap.(:l' o~e ,Jl.:~':l;t;~,.y;E.\,~:t,l.1$i '",l,n; ,~~Cld:l\,~+,on)1?O~~~gal;jI:. ·T·uJ:l1\;.~y, j 

,a:ti~,·S.~~;en f,ltive;pu:.r'¢li:8,~e'd'; :ov,er"'XQO m~!l.~:~Il.;ff.lt'Hi "~s,!ll¢ei:~ili~e :i :' " 

l.9.#l;{',: I';\;t)e9f$bel' .+9~:;)',Sl)gitar.;cr ;,~,~,gliil,::t9C~b'!ll;; 's1i!fi'i):l;e'alli61i4:ts 
of g,olq .apd during', the. nex~, el:even months acqul'l'ed !( t'ota'J; of' 
650 ~til111lOn doll.'ar';1~:" , " ,',; : ' 

, '; >:< . ! 	 • . ", ~ . ~ 

" "Wti6:~i-~~sit1h '~he .~~t.l;'clSflase ,br:'the,r6.iae~g!u"~~;I': ,&tj'~d:' 
1;; oe' bu:yln.l~, 'progr~•. v:;t.:r,tu,ally::a.~a'fOfthe,g9lid',.vJa$:."p+aGed ,unCle)' 

tr ... .. efl~,liiar.k ·tdr'toreig±l,;aqcourit,~,t .. ·t:r1.d.s:ba~')"g:q~dibt&Jj~an:'1:.6; .P.e. ,. 
'.
) 

ii. ..': .... ".,. s~:iipp~~a'\)roa~l lh'":sl1'ziiQ'~e:v~lWrie,ih: .~he~1'iJ;~t.,'e,f.' 'pa.~1i :of'· 1~4:)'. 
il'j. ~ 
r'; "L>!"f . 
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/·'(f.~:.~. . 	 Mr .. Hu,gh Lea" 3/12/45 

ThrQugh th,~ el'ld o.f February 191..5, th,etotal e;{portmovement; 
1ncludll,g ;~. tew sn:t$,llshipmentsll1 the e~rly part of 1943, 
~moun,t9(r' t'" Ib1l:;Ll,oil dol1.at's, fas indic:ated in th,e tablebel(;)w" 

Total Exportsth.I~Otlgll 'Date of 
CountrY Febrtiary_J.:fUts' ""; lirst'slli,gm&l1t 
.' I 

'hl'exico $121, .30(",,000 ,Marei:! 1943 
. I'r~p 10,;00·;000 May 194) 

., 'etiile 4,400;000, Sep·temhe r :ifl4J 
I 'China 	 25,900,'OQtt September .1943, 
, , 	 .,A1·gent~na 61 200,000 	 October 194.3" 
I, England 693,600,000 De·CSinbex" 1:9.43 
! : Saudi Ara.b1a 1,200,,~OO December 1943 
;.t 

I. Vel'lezuola> 6.3,OOO,QOO March 19'1,,4
Uruguay ,.20,QOO.oqq . 	 J4l:y 194/4>' 

$1,001;100,000 

Englandha;~b!i.?~n by far the la, .fest re.c1piant' of exported 
gold.. ' !3eg1nh1ng, 1np~cen(O(;fr 19i~3" ." ortto Englan.d soon rose 

f ' 	 to amounts ranging from about 55 0 1 ;tilon dollars a mpnUt,
and by the end of iast October, whell " gl ad s'tlspended, at'least 
for the t1mebelng; further 'fJ~,,'£ints' t, g. d, fl total of 694, 
mi111ol1 had Oeel1.exporteci.' Villi.,' om ;}rart f. this ttold .ft~O'v~mf,:Hlt 
undoubtadlyrepl"'Els#nte tiL, repla uto! go,d sold by the Dr! ti,sh''I'l 

'I. for theil" OWll' accoun in l:1:a and "0 ~;tddlie Ejas:;;, asizaple. ! 
volutoe' appears to relect B. •ta1n',~ sire to ha:ve' gold a~.rail,able 
at honie to cover gol eOlfiinltu, nt~"t ,SWitzerland, povt.ug$i.l,arrd
possibly other countr ' to buildup gold' reser'~es 
against pos1twa.r demand 

, " 

In the, casel,.")f Arg~ntlna, :no shipments h&Vt.7 
be!on made Since l.ast :July,' as the United States Gov'(~rmllent b,as 

,." r~)fus.edto r'l.¢rm1 t the rUl~ther rene.t:t·l.··e.~,tion ofAr~enti,ne£'!old':1 ,II' 	 II' (;:> <:;>
Q1/'~" -.1,''''' 6armar:ked here. owihg to tbe. 41plomatic Impal.HiEl bErt~,e~irltl'lOtwo 

t~__~l"" " cOmltr1::e!iio ,Twp,. s.Ff~:bm14~n'ts to':tal;j.p.g?~51~illipn ,dollaIH3' ,wtiiCl'll'Ull,d 
1Cl -,'i-left 'r{e~YorkearlY in August for t:ra;nsllipmeil:t at new Ol'+e:a;a.s 

.t'for,export to Buenos Aires werel.lnexpectedly refused' clear-a,Ilee 
,,I 	 by. the' United S,tat',s· Customs Sorv1ceat 1h~w OrleanS.- The l~e\v 

Orleans Bra,nchof th~ fed~ral,Reser:VG.Barik of A-tl~ta p,laced 
it;p ftacl1'1t1es"at 0'\11'" disposal for '~'1e:t$i~pON11'Y stor;-&ge of the 
gold, in its vau~~$ and is still holdingit .. ~end1ng·rece1ptof 
ful'ther instructions,. We have Just wri;tten a lettei.. to the 
Treasury Department :po1ntlng outth.cat w~ would not, of cc>urs6, 
wish to hold the gold in New, O'r"leans iildefln1tely. InclUdin:g
the two $h1pments, 'a total of 581 ud:llion. dollars of gold, or 
somewhatmol'e th:an one half of Argep:tin,at 5 presetit gOld reSel"V'Hs, 
rema-ins in the. United States.' ' . ' 

, , , 

.The 19n9 rUn s1g1tifica.:nce' 0.£ thE! ,foreign gold buyil1.i 
progr.,~fu;i!~,lles primarily in tl'le f!ict, ;t{l:at ,for thetil'st ti:me' sii'lCC' 

. .'" ~:' '.~. s:' 
, :""',',, 



. '. 

. . 
l~.3~.i,tflas:brou.ght about ~ s,,+staine(;l los's of gqld frQ~l the 
Urif,tE!)!d .::fca1:is$· to,abrQad., .. Frqmthe' ,su.rmner ,of .1'938' . tt.\:rough. ,<the. 
~{J:rI1;Y;\P'i:i'r.~:,-of19AJ~~ . the 'tln7..tedStates·. "xlJlH·l~n~ecla:n.et gain . 
o'f·Alq1:&"~~pm·.~bl'Oad·~atnOunt!hg .t.O 9. b1111:'oo dollars. ASCi 

. res~~ti: ~J,.:l:fol·e,igngOld r.eserves;(e~c;lliqJnjl t'hose:of.' the 
U:';~:;.~~:::;$'~~:4 ':~~~4 declined pi ,ru.id:-Jr9,41:.:fq,~bclit8 'bi:l.11on 
4,.. :r,.~)ancl:' 'the Uni tedS:1;at~es gOfd:'st9~k had ri,sen to about 

..,'" "a,.,j:·ft. iJ':~'\ ;.di',(dol1ar$.By"thee·nd'?f·1,?~~.~: ho:vever, .. th~ gold . 
i~~b~. .t'e~ .' ~>or all for~igr.t countl'ie.s,.~~ce.£r::t tpa U, ~., IS,.. :. R., '.'. .!

~ ~ haA'~,.".;~l~i;1: rl\ilst9red to an E~s'tlmate9: t:(),·ta~;:.;6f ~bt)ut13~.2b~1J..ion 
1/,-'" ,d·(l).r:l;~r:~.r•..This not only 'has r6sulted·i:~i,·:wip1l1.g '0U~ th~ 1938",,:19~1 

l.~: :~~; . de.:P~.':~if~";··· b~:ttj .....~~ ti.... i~ case, pf f4,~."·.ny'c6'tn'~t'·:Les i h;~;tS r'es i!loredgoJ.!d·. 
,p<li<';") , rewel~,Yf.rS' to;,predepresslon levels.,',. . ' '.' 

• ,', ,,1' 

. .... . The indlviCiual, '~o,w:tct':r~$'" which'have ·r.E!:Pen:tly,. ,~tiqtli: red 
g9l\d~'re..for themos t 'pai"ti,:tb:~,:·;s.a1i1~· ori6iswllieh i1:&ii' e).~p el:>f §:~;tc(~d 
5e~1:ou~~(ira~s on th.e:Lr gO·l.dreS,f(rVeS ,iii previous y¢ars., '!rhis 
l'spa:r~l:cularlytrue of'trle Lat1n" :A~et~lc:at:i Republics .. man~r of' ' . 
·wlllcli'h<i:9. 'be~'n obligedt9 draw heavily 0 ,tlle1rgoldh,:)ld'lIig:s 
through6ut'tfui? late 1920lS' and the ee:rlyl9:30's, as "Well aSln 
the1mlnli),4:1Eit'fJ,' ·.pl'e~Jar yea-rs~ 'phe, 6:;Jt . ei~1h 'f! the: rec(wery catl be 

,i 	 seeri::·'$rom.tti.,~t1.ct that .. totalgo;". .,iljJ,i (?S OfcLll La,tin Am~r1ca.rl 
cQtintr.t'~s .a:~,.the end.?f '1944 .~ite· 't ",~:"nBs·tiUla,ted 2.,Jbl11ion 
d~llarst or'abo,u'ttr1ple ~tll "m~nth 12d;,:>·.. August '19.39 an.a ~~.ea:rly 
5Q',Rer, de¥t.~ al?oye the 192 ' ..' ev:' .E.tve~ ::at'te .ad~j ustn,l'~i'lt for the' 
19a4'chB:ri:gEf,1p,' ·the dollar' V:Edue , ,\d. ". . 
",,', . " . . 

.•.', l::Th~ 'g01<1 ~oPElan nelltrals .ha.salsd 
Lr,oE?~p.:ri~;~~~:~d 4;r,~plEi..~ent 0 S ..:1tl) the :'prew~r and 'ear1y 
wa~/~l.~a.rs~; ·S,,~·s~ .go. '. rese .. st d·,a.tl.,061·ml111op;, dol);,ars 
at/~.ll~peJ:ld 0i')l;'astmo .. i. an :t~wed.:tsh gold $toek:"a~ 477. 
'milllohdo:11ars ' lil J:a at"'· ·..o;tll.·.· atrec.o.,rd. high 1.e.vels. C.O.ro.":". .... ,'. <I."
par·tAi,with tli~ 1940 lows ..., ';s~'reserveshave Flo1'e thr:U'l. doubled, 
while the Swedish moneta.ry·gold.,· stock has .1Iicr~asedthl"'eefold. 

" . '" ". 	 . 

Whi;Le the foreign .deIll.ar£{i" for ·go~d,. in' receil t ye?-rsl?e'e~f!ls 
td .. r:ef.)j~,q,t· pr1.ncipally· a deS-f're,oIl .th~ :p.~r.~:!"1f many ·.C9up.t.i"le~ 
to re<;oup·:' prfijy1,otls ··lo:iises , .• ,'ce:r'taln,'o.the'r"s$c<)nda:ry fei'c to,rs' l'l18y 
have been .present. I.'egal l1mi,tationsqn, the 'h'!jld1I~g ofce,n~tr.;;l 
baruc:.·'rese·r.ves' in tl~le' forIn' of dollars or',Oth:~rforeip'n cu.J;'rel1c'iles.,,' . _ , . ',' . " 	 a .. 

may :l:'lave a:ccoUpted, tor. goldil)UJ,"cl:ulses. iiI,som.:; cases~. ft, is t{;~SO 
posslbletha t. politi·c'al c·onsider~ti.ons: llave b~~etl a fac;~or in ';8. 
few instances. . . 

. 	 . 

'8:Lncethe passage of the Lend:"'~ease Act,theamo.uu;t of 
foreign Cioilar runds held 1~1 the :SecondF;ederfJ,l ResetveJ;51s·tr:ict 
has~ of. course, ,been determin~.~: P¥ tn~ rate of current' ·ac.g.:u.'j;;~~i,;'" 
t1.ons, on the one: lland, and bytfl~ ra·te-.of converslop. ·:tnto gyld 
dh t(.le other. By .Febru21ry 1942; ~heife.d:uction of for:e'igl1f',uIlds 
in this' country.. evident "in thee'ti·ly. y~~r5 of- ,the,wfir,lta.d . . 
hal:teda~lddoll.~r ·el:ichange a·gain began to accu);!l1.i'1ateiflf,tmeign 

! 
I accounts, as our spending, abroa.d incr'easeda;nd leud+liease S~11P:- " 

merits beg'an to r€H:'i.ch sl.z.'tble'proportioIfs.,'lDe~.vpite'ithe C011.V{:.'trsion 

I 

1 
I 

j 

.' 
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?f" dQl1....."'.r~,ilito g.. oldt . r6~e_igl'lr.i.Clld1ni~s ofdolltl.rs, '.inOre.a,Se(l wit.<n 
l1ttle1:q.ter1;"uptloX1 t11rougnMarch 19114" althnugh tl;18 rate of n~t 
ab~ulllUJiati:on dimin1,stled asfo;r~1gn pu:rchas~s C}f' gold were st,eplH:3d 
4P~ ", ':F~oniFebruary1942 , through iM:ti;rch,,1.9.44. the repot't~d da ta ", 
$~i,d~:*ci:t,~:ali"bif'low"ot ,ca~jjta.lt()tl,·l.~:E;econd :r~dera.lReserv~ 

D~ie':£:r.t~(::tl amounting to' ;2 • .3 b.tll~::ondolla:~~.,t"'ra.cttcnl1y&].1 Qf ' 

,tb.!.s;"tn~low" represented ,abuildi'ng Up 'of, dqll~n" deposits a~lc1 

t~t~t:s'r '9tLDl<;;ii'ig asseteby foreign cen tt'r:d'ba.rw;.s '8.tld gqveri'I'lrnellts., 


, ,' •...,' ", :,., BY' A'pr11 1944 cOllve.rs1~:iIl5,:Zlf d()llars int,o t~old. began. 
, to ,exc~edeu~rellta.eoumulat-ione 9f~do~1ars in official a,CC()uots,;

I With ~e, rfj$ult that ,the vollJrrie ()t;fpJ;'e:igrl fu.nd's ,held,i~,tl:'Lfs ' 
/ p,~s t-r,lc t WI1;J re~uced., '. Th1 s ft O\'ttfl,O!~';'i li,UWeVf.?:r" v~~'~ of Sh?i't 
1,<gU"~a,~~9n", ,lfJ.nq, ,.tbe .pr€l~10us"'lle-e ,aeOlln1tiau't;':lon '" (;)f ,:;(iollar ". 'e1~ct).a:ng'~ 
, '~1Ja$.r:esumedin August,. Nevertfl:elass:,owlXlij, tpthe h¢lati'/ gol,id, 
pu:rc~laEJeS, the ye~u" 1944 Vt1,tne::.i:~~d,_al) inQ,;re~$e:in tt'1e ,rlst ,amount 
offol"e1gn dollar fi.u1ds, il,l. :tJl;bi:l:~:rke,t0f(m.+,y .30\~ m11110n d611avs j 
as compared '~ith 1,2'52, millfon.ih 1.943.. . " , 

held, for official 
only 18 1ll11Ilqn:,<:1u,r1tig

futlds OCCll'l" red in 
a. ccunlul(),ted.' 137 

".' ~" '. 

, . R6flec,t1ngour t~odedef1c-it', ,Oll a cash b~s'1:,s;,w.l th: 
Latin America.,;: ,babk1ngf1.;1n,dsi1elu' in thisi lllt:lrket for' off,leial 
La·ttll·:Ami1~icarlaCCOU~l't,s; vre're:bti'i:1:i t,,· apb;':;6', mtl'1f~il dol:la}js~;' . 
during 19440 . T111civfasinaddit1.on to 4fi7 ro11ii;ou used. fo:!r tJ.l:e 
tl~t'purc'hase qf gol;d. , ,Of·f,'loi~l'l' J:lrit:Lstl:holding'~t)fbank:lng 
:fhP.(:ls..ohtll~ o 't'flt,'r , ,lumli, were r~4.tlcedby llvOtnill1&tl .dollf,t~fl 
d\li:~lng,;, 194;ih' :'rh~~~r~duct1on_ hO:i.'fevf.!ll'.,· }l1:a~:t lrl'~t.¢ 1;1:1.&1 off.s~\t" ,by 
the,risc' in Brd.t::ish gold reserye.s. "A~ ~ result, .the ·C01abined 
holdings by tho,Br.ttl.sh of gold ,Ewid 'o';f:flcial do1:1~u· ba:lrJ{lng , 
funds at thetahd. of ias't yea.r amOUtlt'eq. ~Q2.3 billion 'uolJ.ai'"sj 
as compared -W:l,'Ch 1.8 billA,onatth.~ehd,,,"tlr 191.,>, aIldwitJl,l(;is's 

.than 40011l1l11orl in Decemoor 1~,40. , ' 
.' ~ ,",~' . 

At ',t~Ul: ~md' t.;)f 1944 :ba:~hlgfW$&s .helcl- il~ ,~~i;i8 n1~r.k€rt 
fo;!' foreign o~flc:1!.l accpunts .alXk)utl:t~ul,t().3,.2b;L~11.6ri dollars. 
t*add'l t1on,,:a.l"b11.1:ion w~s ,h~lct, tor. pr1vat,€forei,~tl,.acc.6th'it~~ 
When t'o this is added,: an,est:!:lllatod ,l:3.2b1ilj,A)ndol~a'rs'of 

!' . fo.re1gngold rese'1;"ves: (excluding' Rurrsia*it,o+dl, fO,relgp. hol~1ng$ 

,j 

, 
j, 
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o',f~<tiollat.r ex,change and :'goldnfay .be placed, at 0v-a;r,,18tdl1ion 
I\tqa;:l'a·l.~s:.. ,the;.larg~;st ever'h(tld. ' . 

. - . . 
. "" ...... ,Resf;;'uI'ce'$ crt, tilis.ltt;~grJ.l tude ·';hOu.lcl·i~ci.11't.,~tt~ t:r~e' ' . 


. ~t es.,ta.:til:iBhm.e..;nt. of lrit.arna""\,onal .. s4.'·chili1?6 .. :s:tab111tY. at,tE!l" ,l.:th:e

.' " ." ·.' ....f,· - . ___tl"t~ ~g w.:""......"".... .~. Aif' ••~llIIIt.:Jt ' 

f~'ila:r..Wll:~ther Ol'.U(';lt the stap ·:pycail .oe! 11!a1'n~a;J.l1ect, l;lOW(iPl;ltri . 
J ~l'~d~~r:p.f.I~Ld upon t}:ie ability. of. ':t;oi'eigilinat1onsto:retalnth:aJ gl;e#:B~~}lR,~:rt()f' these res,ervf)s.!tl:¥::;r:lke~y· that th~:re will 
J 1}e\:·~:pm~<;~;osorpt1orl: ' ,ot toreign. rB S ~(['V~s\·.~l1t,he·t r 13. n.si tl.Dnal 

:p'e~~+:CiKi'i .. W}:i'eb6l~1gel'ents \'ltill hc."v.eKr~~1rneed fOl' Amel~icar.i 
·g'Q,?d,S:f;OJ;'. r'ecOl:u~trl+ction a.nd~ehaip~l'itsq;fpn~, FU!!'bh€f:I:JJ,ore.,th~::tI 

1.19.. ):lilya...v to.al.im;tted.. .. ..ed., Qx'tent,.. ~ .the. '. ".\Tat:..1,£ ,~t.~~l.,.. ,.•.c''.C.U!..1'l~U:.J~'Il1e.l"icJ~~'l,~,produ.c·la;'. ..".,a t ....... ,.0 ..tl.' ... and."iw.i;11
, .......~.!......r:>a.~tl?i 1..:n •. t;..~.r.,:l. e."..'.....,fl .. •. .. 1 .....ion ..f'. 6.°1
pa. t .•... ~ E'..:lsod. 0.J,J;;l-l:r.":;; 

·t)e~;;;1,:ti)iemarJ.d l)y, ot.httr c9un>tr,t(e:3'.Wh:~ch~:~/il];Jvlve, ,torep:JJl1.ce· '"J 
....•" ..~.c e,.. .. pm~.nt .and.' '.t.0 .. :.d..... t!t.:l.·'.i:1 .•.. .. ' ...'E.· f.O .. · '. ,','\' .c.•. a.,·••.p.,i:L.'.~.'~t...:a.•:.·.•.l.... .•.. qu.1 .. , .., .IDt;;.:e;t.,lQ.\'l.;:i./t .. ..... J"ed .. ''.:.'t.'.". 6.· c.i..I..u..,.1.,'.i ...I.n. f.1l.nt:.s.'... .. 'r . '. '.. .ci)ns,,\x:l;lt~~r,~" uuraple ·g()ods It Iieyon.d~l~ ,<fr:;ml~~1a:.te( Ilostwt.H~dtnl:lan.\lft;" 

,t~1.~:;'~~Qi;t9m1Q €lx:,i?ansion,c, f ,lJi'l~lfi:veiq'pti'd,: 't:r1'eSflll(i the (,;:K1~loi~ ", 
\·'t.~;~:~~1.1;!.(:),1' as yet unusedna:t1oIU~;I.;.i~,etl:0~ ,: d .'Odu14. ptovj,.~e .~!l 
'ali;Jpsti:>:tllll;.im:1ted de.mand for.~\.merlc$X~ gor'r.,s for'\'ihicl:l funds ,?>l<.mld 

~De: n~ed.~9;;., "; . 

" ,The 
,tlielrW&rtirn€! 

depe.ndupon a 

Tl~~ 'fa¥PQ,rt of 

'8b.rdl{Q. mav be
", . ,. . tI 

, ,Owi.rilg to fore1gtl eXClU.lIlge oa~ltrol,$ both ,h"H"e' ~~14 
ilOI'oad'J . tog,ether w1thtb,e use {)f va;ri9l;i$,~rEldit, a:rrang.li~in,gnts 
sllch as' lend-lease 'wh1ch el:j;.llliI~ate· fl.ra,::!h (if tb.~need, fOl:" ca$h 
settlemen"C",' to,l",elgrl exqhan.ge. trt£';d'ing,)'~iis COllt:tiill~d Ul:l(!i':V~(i'i1ttvJ,. 
s.inde, f/lY las;t ·le't.'te·r, ~rrd :r~tes', tor~nlo~tClf;'tb.e p:rhi.;~tr!al foreign 
curi'$llCi~s l1aJemov€!d w1th;t.n 'f)lfrrOVf l'1mf,'ts • 

.AJ~~ngtllEl:f'Ol'elgn6xcllanges:s:t.11l tr~c1~d ';tn the NeW 
York: market, the Swtas fr~nc s'h6."I'~dtl'le'ollJ4~s1~zable !l11ctu:atlo11 
vis-a.-vis t.hedollar. 1\5 a. reslllt c),f' an in'Stlf,ffcitlptsulDply- of' 
.11 of'fic1,al" t:rancail'j, the n treen rate s·tood fi't SOluewtU'l tover 
$O./{400 in thee~r:lypal"to£ F~or'ual~y194L;"bu:t in SUDSfectutJ;!:n.t·· 
w?:ekssellingill, this market .foroff1.cie.l. a.cco;Unt \'iUS in$t:cu~ , 
r,ll/?nt?&l',ln; dOiliress'fh,s . tile: 1ffref.}ft .. rate,t6.:$.o:.'2J50 by. t~la'1 lSM;l",. . 
Except to;i'..o:.serne 'temp'O.ra:ry 'aplJrec'1atilon, *~L 'tllEl laittel" parter 
May andlrl i'.JUJ."le" :th:e,"£reeffrate l~as ·sl~c;eht~ld a;t . a:l)o~:ttrds 
le:..tel. Curre~"ltllfl' 11 freen tr'anos are. quoted atf~O,,'2:3L~O:.t, or 
only, sl.:ightly ao"ve.. the,nof.t'1.ci:alft pJltte 'of $O~23Jl •. 

C 
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To: Board of GoY~J:'nors 
I '. 

From: Mr. Young 

The attached memorandum on "Gold Inflows and Bank 
. . 

Reserves 11 provides background information for use in .connection with 

a possible discussion of this subject at the Board's meeting with 

the Federal Advisory Council, Tuesday morning, FebruEiry 17. 

Attachment. 

Phyl!i!l IT. 

• J 
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CONFIDEtNTIAL 

GOLD INFLOWS AND BANK RESERVES 

Since the enq ?fthe war net exports of goods and services 
, ',', 

i 

by the United states have been so large that, despite the large-scale 

foreign aid programs of ~he United states Government, foreign countries 

have had to draw heavily upon their gold and dollar .resources to balance 

their ~ccounts with the United States. The net gold inflow into the 

United States from abroad (including net releases from earmark in this 

country) runounted to about 800 million dollars in 1946 and to about 2.8 

billion dollars in 1947. In 1948 the net inflow is estimated at around 

2.0 billion dollars, of which 1.3 billion is expected in the first half of 

the year.' In view' of the present strong international position of the 

United States, a continuing inflow of gold in SUCCeeding years is to be 

expected. The attached Appendix gives certain data on recent gold inflows 

and the basis for the 2 billion dollar estimate for 1948. 

Foreign countries have also been drawing heavily upon their 

liquid dollar holdings,andto the extent that these take the form of 

deposits with the Fe·:i.eral Re.serve Banks the effect upon member bank 

reserves is the same as that exercised by a gold inflow. Foreign cieposits 

with the Federal Reserve Banks declined by 350 million dollars in 1946 

and 100 million in 1947; they have now' been reduced, however,to minimum 

working levels and no further net decline. is anticipated in 1948. A 

further factor equivalent 'to an inflow of gold in its effects on member 

bank reserves is loans on gold by the Federal Reserve:Banks to foreign 

central banks and governments. However, the scale of these, operations has 
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Methods that may be used to counteract the inflationary effects 

of gold inflows include the followin,g: 

(a) .. Action to keep the gqld inflow out of banking reserves 
(gold sterilizatioll by the Treasury y. 

(b) 	 Action to offset the credit expansion effects of the 
ir~low on bank reserves by reducing one of the other 
factors which affect bank reserves" 

(c) 	 Increasing commercia,l bank r.eserve requirements suf
ficiently to compensate for gold inflows. 

Possibilities for the use of each of these methods at the present. are con

sidered below. 

Gold sterilization.--The Treasury normally buys gold by drawing 

on its balances at the Federal Reserve Banks. Although the funds are 

usually first credited to foreign accounts with the Federal Reserve Banks, 

they are ordinarily disbursed promptly by the foreign owners and come to 

be deposited .vith commercial banks. As a result, bank reserves are increased. 

The Treasury completes the cycle by issuing gold certificates which are 

deposited at the Reserve Banks to replenis~ its account. 
. 	 . 

If the Treasury does not issue gold certificates to replenish 

its account, the goJ..d inflow is superficially "sterilizedlto In effect, 

however, commercial. bank reserves have increased by the amount of the gold 

inflow, 'since because of it another factor which increases bank reserves 

(decline in Treasury balances at the Federal Reserve Banks) has been 
. . 

affected It Therefor'e, gold imports have only been sterilized in th.eireffect 

on Federal Reserve Bank reserves. From the standpoint of commercial bank 

reserves, sterilization would not pe complete until a further step had 

been taken to rebuild the level of Treasury balances_. 
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These balances could be-replenished either by borrowing or by, , 

Treasury surpluso If out'of borrowi~g, sterilization, to accomplish its 

purpose todaY1 would need to be thro¥gh the' 9a~_eof securities which would. 

not otherwise be sold III Furthermore"the sec;urities would need to be 

placed Witl1 holders who buyout of i<;11e cash or current income (and not 
, " 

with funds obtained by selling secur~ties to 'the Reserve Banks), and who 

will continue to hold the securities and not sell them shortly to the 

Reserve l3al,*s. Firm holders for new issues· of Government securities are 

not ea~ily found. Perhaps a new savings se9urity could be tailored to 

obtain 'some addition131fuhds from holders of savings deposits or 'other 
\. 

deposits. In view of the low volume of current saving, a significant 

increase in funds from new' savings may be difficult to attain. 

Replenishment of Treasury balances at the Reserve Banks, drawn 

down for gold sterilization, from a budget surplus is not an effective 

method in the present situation unless the funds are available from new 

taxes. The current surplus is already fully conimitted to a program of 

reducing existing bank reserves and deposits. as an anti"';inflation measure~ 

This surplus cannot be used for the same purpose twice" A tax increase 

is not in prospect £md maybe eliminated a,s a possible source of 

sterilization funds • 

.2:I?2rations offsetting '~~ resf!rveinCreas9s from go~d imports .-

The factors affecting bank reserves ovel':' which monetary authorities have 

some measure of influence are the Treasury accounts and Reserve Bank 

credit. The measures by which thell'reasury, accounts can be used to reduce 

reserves require a source of additional funds to the'Treasury,as discussed 
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above. It makes no difference from: the standpoint of .commercial bank 

reserves whether new funds obtained: by the Treasury are held as cash 

balances at Reserve Banks or used tb retire securities held by Reserve 

Banks. (Retirement of such securities, however, lowers:the cost of 

servicing the public debt.) 

Federal Reserve Bank credit may be reduced to offset gold imports 

by sale of Government securities in the open market. Such sales are not 

possibl~ at the present time, when the market itself is selling securities 

to the S:(~rt;.em. Morepver, they may not be possible in other situations if 

their effect is to upset the interest and price structure in the Govern

ment market •. To b~ an effective offset to gold inflows, open market 

sales by the System must find permanent lodgment. .That is, sales of 

securities made when the money market is loose, because a gold inflow has 

added more to reserves than there is immediate use for in expanding bank 

credit, have little real significance in cr~dit control if thesecurit:!:-es 

will be resold to the Reserve Banks as soon as banks need funds. The 
I 

Federal Reserve System is not in a position to refuse to buy securities 

which the banks might sell as long as it is obligated to maintain orderly 

and stable conditions in the C~vernment security mm"ket. 

Increase in reserve requirements."-hult1pledeposit expansion 

based on gold imports could be prevented by the application of increased. 

reserve requirements, either in the form of primary reserves or through 

the special reserve plan. Both of these methods, which would require. 

legislation to provide statutoryauthority.for action, have been proposed 

by the Board of Governors. 

DIVISION OF RESEARCH AND STATISTICS 
February 13, ·1948. 

f)r)';'14·' 0
( ... I."" fl .. 
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, 
RECENT AND PROSPECTl[VE GOLD INFr.,()1J1S 

~ i 

In 1946 the net gold inflo'r was only slightly in excess of 
.. 


the amount of new gold mined in foreign countries other than the U.S.S.R. 

(700 million dollars). Soviet production, though notreported.for many 

years, was undoubtedly substantial, but this may be roughly offset against 

the amount of gold flowing into industrial consumption and private hoards 

throughout the world. On the whole, therefore, aggregqte holdings of 

gold by foreign monetary authorities suffered only a slight decline during 

the year. 

In 1947, however, the gold inflow involved a, net drain of 

over 2 billion dollars upon the gold holdings of foreign .monetary 

authorities. Furthermore, foreign countries were called upon during the 

year to pay about 700 million dollars in gOld'on their subscriptions to 

the International Monetary Fund. As a result, the aggregate gold holdings 

of foreign monetary authorltiesdeclined during the year from nearly 16 

billion dollars to only about 13 billion. 

The estimate of a 2 billion dollar net inflow of gold for 1948 

is' based upon a country-bJ'-country analysis of existing holdings and of 

the flow of new production. It is substantially smaller than the actual 

inflow in 1947, principally because of the expected diminution of golci 

g~les tp the United States by Argentina (estimated decline from 1947 to 

1948--57.5 'million dollars) and by Canada, !i'rance, and .S'neden (estimated 

decline around 200 'million dollars each ). 

.)~?,', ....... ' 
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Argentina sold us some 725 million dollars in. gold dllring 
19b7; this reduces her gold holdings to only aqout<300 million, 
and we have allowed for the further sale of ~bout half of this 
during. 1948. 

Canada reduo.ed its gold holdings from 550 'million dollars 
to 350 million during 1947, and for 1948 we allow only for the. 
sale of new production (100 million). . . 

France reduced its gold holdings from 900 million dollars' 
to 600 million during 1947, and We allow for only 100 million 
in 1948. 

SWeden reduced its gold holdings from 380 million·dollars 
to 100.m111ion during 1947, and we allow for no further sales 
to the United States in 1948. 

The expected diminution of gold sales to the United States by 

these four countries will probably be offset to some degree by increased 

sales of gold to the United States bya few countries, notably the United 

Kingdom and BraZil. 

United Kingdom sales of gold to the United states amounted 
to 400 million dollars last year and may reach· 600 million this 
year. This would reduce British reserves to below 1.5 billion· 
dollars (or 1.8 billiori if allowance is:made for gold to be trans
ferred to the United Kingdom on short-term (three~year) loan by
South Africa). . . 

Brazil, with gold reserves of 350 million dollars, did not 
have to sell gold during 1947 but may have to liquidate over 100 
million in 1948. 

It may seem surprising that with total foreign gold holdings of 

nearly 13 billion dollars at the beginning of 1948, the anticipated net 

gold inflow from foreign gold reserves during the year is only 1.3 billion 

dollars (estimate of 2 billion for total gold inflow, minus 700 million of 

new gold production a,broad, outside the U.S.S.R.). However, Russia, 

Switzerland, and South Africa hold more than on€1-third of this 13 billion 

dollars, and these countries are expected on balance to gain rather than 
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lose reserves (Russia gains--from new production--may offset small losses 
.' ;. 

by South Africa and Switzerland). H~nce, the remaining countries, holding 
i { 
I') 

about 8 billion dollars of gold reseJ;'ves, are expected tO,lose nearly 

1-1/2 billion; this amount represent:~a very severe drain upon them, 
':;, ' 

especially in view of the fact that ~ost 6f them have already reduced their 

gold holdings· to IIminimumll levels. 

This drain :will be most severe in the first half, of the year /ilnd 

should be relieved to some extent in the second half by aid furnished under 

the European Recovery Program (including "off-shore purchases II in other 

countries of the Western Hemisphere). It is estimated that of the·2 

billion dollar gold inflow during 19L,8, 1.3 billion will take place during 

the first half of the year and only 0.1 billion. in the seco'nd half. 
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PRELIMINARY ESTIMATE~ } CHANQES IN FOREIGN GoLD HOLD~"') . ~~~. ',.:~~\ij J B~ .. 
FROM THE END OF 1947 TO THE END OF 1948 " 

(In millions of dollars) 

(4} , 
Estimated· Production· . .Estimated EstimatedRe
Reserves Estimated $ales te seriTes Dec. 

Country Dec. 31, at 1947 B.S. in 31,1948 
,:.", 1947 level 1948 (1 e2- 3) 
,~urope - ERP .Countries 
:/: BelgiUman.d Belgian Congo 614 ,11 109 516 

France & Dependencies . 570 	 2 10 562 
, 	 Greece . 15 7 8 

Netherlands & N.W.lndies 255 39 216 
Norway 72 72 
Portugal 313 71 Z42 
Sweden .105 20 85 
Switzerland 1,356 60 1:,296 
Turkey 170 7 163 

" Umted Kingdom . 2;025 75 26,3 .1/2,162 . 
Other ERP CountrHis 28,* . 284 

Total ERP Countries 5~779 ,88 ;J;;f,j) 5 '606 . 
Other Europe 703 . '15 . ' 698 

Finland' -	 4 
. Poland 61 . 14 


Yugoslavia 77 10 

jl~l Other , 565 . ~l15 


Total Europe 	 6~482 . 10.3 606·. 

Asia 
China 97 97 
India 274' 6 280 

I Iran 	 132 . 10 122
I Japan 	 206 2 20.8 
I Netherlands Indies .180, 	 180I Siam 33,. 	 33 

Other Asia 	 37'" 2/ 10 
959 18 	 9 .9~~ 

Latin America 
Argentina ·322 140 182 
Brazil 354 5 80. 279 
Chile 45 	 5 5 45 
Colombia 83 103 25 71 
Cuba 279 -10 289 
Dominican Republic 2 - :3 	 5 
Ecuador 20 2 22 
MexiCO 100 16 47 69 
NicaragUa 3 7 5 5 
Uruguay 175 - '6 181 
Venezuela 215 18 -25 241 
All ·Oth.er ·,8':7 2/ 21 .·5 103 

. Total Latin America 70 . 26.3 .1,492 

Other Countries 
Canada 294, 107 ,0 . 3:51 
Union of South Africa . 762 392 298 !I 531· 

All Other '160 21 10 --4 '. $'74. 


Grand Tptal. 
50670'.' 

J/ . Figures adj ustE;)d .for a special, transfer 6f 325'mill'. d 11 . 	 . .' 
to the ,Urdtedlingdom. J.on 0 ars from South Africa 

?J In?ludi~ estim~ted production for co untries individuall l' . . '. ... .. 
VJ.dual productJ.on data are unavailable 	 Y . J.sted, for whJ.ch J.ndi
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mUTED STATE-<=: NET GOLD PURCHASES AND CHANGES H-l' GOLD LoANS, 1947 AND 1948 11l ~ ~ r-.:~;: ~: -;.: :": 1': ::::-"::; ~ _ -.t

IL~t.i~L~.j·;lii!i;'.;;:" i':tl"~ UtU ,'. (In millions of 	doll I) . v\iDho ~Il'd i2,;.Ul £j i!i~~ 

1948 
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ESTnMED FOREIGN.. ,GOLD,RESERVESJl,ND 'NET SALESTQ THE UNITED STATES 

(in millions of dollars -round figures) 

Gold Reserves Net sales to U.S. Estimated sales to 
=-__..,..----:=--:~--==__~-r__-'e-nd l-9;...;4-6.--1/ro..,'_... an,;;;;.;,..-N..;o:..;;.,:vQ~~947 p/, U.S.; in 19,48 ' ......'..;.o;;;.f... J... ...... 
Europe ( including Turkey) 

' ..,

United Kingdom 2,410 365 ~ ~~' - 6,~ 

France' 870 265 .2Q6 loc, - tG( 
Belgium 735 180 3e& /5!(i -1,0 

Netherlands 405 130 50 - &0 
Switzerland 1,430 10 -00 ',70 +"10 

Italy 30 
Sweden 380 240 50 
Portugal 435 105 100 
Norway 90 5 
Denmark 40 
Greece' ~O 10 
Austria 10 10 
Eire 10 
Iceland Y 
Tur;ey 235 55 20 


Total Marshall Plan countries 7;100 1,355 88e', ,['to 
 - (1(' 

Other Europe 3,415 25 ' 'H;50-' 100 

Russia 2,450 25§j 

Rumania 270 

Germany 260 ~/

Poland 60 

All other 375 


Total Europe (including Turkey) 10,515 1,380 

Latin America 


Argentina 1,055 
," 

-*!:"t(
725 150 ""~',~~". 
, Brazil 355 ·-~1:' Y.5e 1'ii +- '7"; 

.(~IJ)Cuba 225 

Venezuela 215 

Mexico 180 '45 - L{<) 

Colombia 145 60 25 -?'; 

Uruguay 200 25 :30 +<; 
All other 195 20 .-- 4.~, .'-_.'. !:5..

Total 2,570 810 '555 ~D~ ~ ~ "p:; ~-I S''-' 
Asia (excluding Turkey) 

'.i:OIndia 275 - .f'iZ'o 
Netherlands Indies 215 
Japan 205 §/ ''1~$GQ :!l -r 119 

Iran 125 25 t- ~~' 

C,hina 115 '-
Siam 35 . ' 

Other Asia 40 -10 +/v 
Total 1,010 ';"10 

Other countries 
South A:f'rica 940 255 250 -"l. 

Canada 545 270 100 - I',t:'.> 
...5'All other 170 

Total 1.655 520 350 - i'H," -!-, f" 
Grand Total 15,750, 2,700 :t,ae5 '- ('7q,~ 
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/.. Notes: ' 

N Preliminary 

11 Figures for countries which do not report,currently have been adjusted 
by adjusting amount last reported for kno.m gold movements. 

~ Figure lesS than 2-1/2 million 

§l Proceeds of sale credited to PO:J-ish account at New York connnercial bank. 

!/Gold seized in Germany , 

E/Il..&::,,es ~a:te_ Of!29 Du~i.9n a"l.'X5~a:rerr to mIs;;r a, 'on a oca e 'to· 
9~:Jiv r:t~ mId$4:5:rn±ll:~~f the remaining undistrib'uted total ,of $145 million 

v ! against which there are undetermi,ned claims by Albania, Austria, ' 
Cz~choslovakia, Greece, Poland, and Yugoslavia .. ' 

Y Gold seized in Japan. Includes $82 million of gol:,d earmarked for Indo
China, Siam, Italy and China by J'apanese Govermuent. 

21 ,Estimated sale for Japanese account and for account of claimant countries • 

•••_._______.~._.___..._.~_______ L - -'.... -----~--·.-+#--.7---~--.---~ -_.. -"--~------.-. -_.-.' -
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FetJr1:i~y '7" 194'7 

To: Policy Group on Foreign ~riterests Subject: Loans on Gold 

. From: Staff Group on Foreign Interests 

. I . 
I 

',. On Nov~.mber 8 J 1~6tPresident Sproul qf the' Federal Reserve 

Bank of New York addre~sed a letter to the Secretary of the Treasury 
. . 

proposing a conference among representatives of the Treasury, the Board 

of Governors, the Federal Reserve Bank of New York, and perhaps the State 

Department, to discuss polic¥" questions relating to loaris on gold. 
. . .' ~ . . 

President Sproul transmitted a'qopy of this letter to Chairman Eccles , , 

with the suggestion that the matter might;. be studied by the" Staff Group 

on Foreign Interests, a suggestion with which the Chairman concurred. 

The Staff Group has discussed this subJect and desires to submit to the 

Policy Group the following recommendations: 

A. Recommendations: 

(1) Short-term loans on gold by the Federal Reserve Banks 

It is an appropriate"Tililctlon ·of"theFederal Reserve Banks to make 

short-term loans on gold to foreign central banks (and governments) 

which require d'bIlar funds to meet temporary requirements for for

eign exchange. In order. that all foreign correspondents of the 

. Federal Reserve Bank of New York may be fully aware of this facility, 

it is suggested that the Board and the New York Bank consider in-

eluding in their next ~ual Reports a descriptive statement cover

ing this and other' services performed by the System for foreign. 
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for a loan from private sources in the United States, either 'because 

the loan is of atype.that the Reserve Bank .would not'desire to make, 

or bees,use of' ether reasons. At present no barrier should be raised 

to s-q,ch a transaction by denial .of facilities at the New York Bank 

or by refusal of the appropriate treasury gold licenses, unless the 

proposed loan appears to be,requested primarily for speculative pur

poses. 

B. Discussion: 

Loans to foreign central banks &nd gevernments against the se

curity of gold were not unusual before 1955; they \Vere made by many cen-' 

tral banks and by the large commercial ~~nks. in New York and prebably in 

London nnd other large financial centers abroctd. Such loans were not 

frequent, however. Since 1955, the Federal Reserve Banks have been askEd 

to mak(;), <:1nd he-va made, such loans' with increasing fr~quency, but the· 

large American commercial banks made but one such loani~ until February 

1945, when.a syndicate headed by the Ghe.se National Bank made. a 100 million 

dollar loan to the Nethe:dnnds Government against gold enrmarked at the 

Federal Reserve Bank of New York. Since the~, a number of applications 

have been made by American commercial banks for licenses under which gold 

earmarked with the Federal Reserve Bank of New York would be set aside 

as collateral for loans to be made u..r thom to vari?us foreign banks. The 

increase since 1935 in the frequency of applications by foreign countries 

for dollar loans against gold appears to be due in the main to two factors: 

(l) the fact that since .theearly thirtieS the worid has.not.had an inter

national monetary standard based . .oll an unrestricted' flow of gold between 

{,. 	 A $300,000 10<.'.11 on gold located in London, 
made in the early thirties. 
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countries, even with respect.to balance-of~payments settlements by cen

tral banks and governments; and (2) the need of various foreign cOlIDtries 

for dollars for th8 reconstruction of their economies, and the reestab

lishment of their foreign trado.at a time of extreme unsettlement in their 

financial, economic, and political affairs. 

Although the Gold Reserve Act of,19:34 restored convertibility 

of dollars into gold and of gold into dollars, it contains provisions 

for Treasury control (in the form of a licensing system) that give grounds 

for Some uncertainty as to the ability of foreign couptries to buy and 

sell gold freely in the Unit~d States. It also contains provisions, i:1.S 

yet unrepealed, which apparently have ledt8 questions abroad as well as 

at home as to whether the price of gold in this country may be changed 

by administrative a.ction.* Furthermore, under Treasury regulations, a 

1/4 per cent hl:tndling charge for purchases and sales of gold was imposed, 

which makes it cheapor forforuign co1.ll1tries to meet short-term needs 

for dollars by borrowing from the Reserve Banks at present interest rates 

rather than by selling and subsequently repUrchasing gold. 

In view of the possible influence on the increase in applica

tions for gold loans of these three factors, i.e., th(::Treasury gold 

licensing 'system, lIDcertainty about the united Stat0s' gold price arising· 

from certain existing legislation, and the Treasury's 1/4 per cent handling 

chlJIge for gold tr!tnsactions, the StC:cff Group expects to give £urther 

consideration to these matters with a view to possibly formulating 

~ I.e.' because of the power of the Secretary of the Treasury to ..buy and 
sell gold'at sl:lch prices as hE: may deem advantageous to the public 
interest (Sees. 8 and 9 of the Gold Reserve Act of 1954). Section 12 
of the Act, authorizing the·President to alter the gold content·of the 
dollar, was permitted to lapse by the Congress on june 50, 1945 • 

. ,~••". ________._.. _0, __ •. __ '_~.__~_"' .... ,,_"......-••• _..._~ ... _.,_ ....__". ________' 
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recommendations, which could be communicated to the Treasury at an appro-. 

priate time, with. respect to desirable changes in the Gold Reserve Act, 

and in the Provisional Regulations issued thereunder. 

The principal consideration which h9.S led the Staff Group to . 

recommend that no barrier 'be raised at this 'time to foreign loans ongald 

for legitima.te purposes is that the prohibition of such loans would impair 

the usefulness of gold (especially gold held in New York under earmark), 

and diminish the inclination of foreign countries to hold gold. A w1cter 

distribution of Vlorld gold reserves is considered to be in the interests 

of the United States. Undue, concentration in tllis country of the dwner-

Ghip of monetary gold reserves might lead to pressure for demonetization 

of gold in the, rest of the world and would in any case force this country 

to hold for an indefinite period an unproductive international asset. 

Loans 'on gold at least have the merit of leaVing the unproductive asset in 

the hands of foreign countries. Since we want to encourage foreign coup.

tries to continue the.policy of holding reserves in the form of gold, v:e 

should try not to interfere v;ith thc~ 'ability to raise funds readily by 

either selling or pledging their gold when ~y need arises. Indeed, if 

we deliberately restrict the usefulne·ss of gold as collateral, fqreign 

,countries may be induced increasingly to switch their international reserves 

out of gold and into interest-bearing U.S. Treasury securities, which 

would be usable as collateral on dollar loans; in such case, the United 

States not only would acquire an unproductive international asset but 

also would incur an interest obligation to foreign countries. 

It is recof.:,'Lli'zed that'loans on gold are, subject to certain 

abuses. As suggested by President Sproul in his. letter tot~e Secretary 
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of the ~reasury, foreign central banks may at t~mes engage in. the improper 

practice of continuing to showigold in their reserve position even though 

it has been pledged again'st a loan, thereby in effect making use of the 

gold while giving their public the impression that the reServes ren~in in

tact. Most central banks which have engaged in this practice, however, 

seem to have shown a corresponqing foreign exchange liability in their 

balance sheet and where this has been done the deception is not a very 

flagrant one. While the practice of including pledged gold in the monetary 

reserve should certainly not receive any encouragemerit, the fact that some 

central banks engage in it should not be the determining element in our 

decision whether to make loans against gold generally, nor should a :foreign 
\

central bank be refused a gold loan.which has sound economic justification' 

merE1y because it indulges' in the aforesaid practice. It would, moreover, 

be inappropriate .for the System to make it'a condition of any gold loan 

that the pledged gold be deductEd from theborrowerts moneta+Y reserve. 

It may be desirable, however, to call the attention of the U.S. Executive 

Director in the International Monetary Fund to any undue spread of the. . . . 

practice of not revealing pledges of gold for dQilar loans, with a view 

to' possible action by the F'llIld to discourage this. practice. 

A sec.ond possibility of abuse arises from the fact that any 

country which borrows dollars on gold rether than selling it outright is 

thereby placed in a position to profit from an incrE;}ase in the dollar 

price of gold. The same is true of courSe of a country which borrows 

dollars in any other form while' retaining gold reserves, or which liqui

dates dollar reserves instead of gold reserves to meet a balance of pay

ments deficit. Ind,eed any action by which a country seeks to maintain 
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(or increase) its gold holdin~s can be said to involve an element of 

speculation on the future price of gold. The St'aff Group believes that 

this factor should not be ignored and that where the speculative element 

appears dominant'access to lending facilities in the United States should 

'so far as possible be denied. It is of the opinion, however, that loans 

on gold should not be refused to countries whose requests appear to be 

governed by their needs for foreign exchange rather,than by speculative 

intent. A policy of refusing such loans would lead logically to restric

tIons upon other forms of' borrowing in the United States by a country 

which at the same time was, holding gold reServes, and it would not give 

adequate weight to the interest, of the United States in encouraging a 

broader international distribution of world gold reServes. In any case, 

American commercial banks might escape restrictions imposed through the 

licensing procedure by making loans against gold located abroad. 

As an example, of an operation in which the speculative element 

would appear to have been dominant, the Staff Group w9uld cite the recent 

experienc'e with the central bank of Uruguay. This Bank had bought dollar ' 

. exchange forward from exporters whO could not 'move their goods abroad 

because of wartime shipping shortages. In or:der to convert its long 

dollar position into a long',gold position;, this Bank borrowed an equiva

lent amount of dollars from· the Reserve Ban~s against the pledge of ear

marked gold and invested the proceeds. in further gold purchases. Indeed 

it sought to renew it./3 loans ,for this purpose after the original 'occasion 

for the loans -- i.e. the shippin'gshortage-- had apparently pa.p$ed .. 

Following informal discussion of the matter in, the Staff Group,the New 

York Bank, withthe approval of the Board of Governors , declined to grant 
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rGnewals. It had become clear that Uruguay was not borrowing to meet a 

demonstrated need for foreign exchange, but was motivated simply by a 
belief that gold ViaS a better asset to hold than dollars .-- Le. that an 

increase in the price of gold was to be expected. It is possible to 

argue that the action of the contI-eLl bank of Uruguay, was more, in the 

nature: of a "hedge!l than an outright speculation, ,since if dollars were 

to depreciate against gold rrithout e. corresponding depreciation in the 

gold value of the Uruguayan peso, the Bunk might suffer a'l08s in terms 

of pesos' from the mainteI).ance of a long dollar position." Opinions differ 

as to whether eny hedge was ever really necessary (Le. as to whether in 

practice it was reasonable to believe that Uruguay would not follo'w the 

United States in any change in tho gold price), but in any case with the 

passago of conditions requiring the central bank of Uruguay to take an 
. . 

abnormally large forward dollar position, any special need for a hedge 

disappoared. 

The Staff Group desires to offer the following further comments 

on its recommendations, noting that in all cllses of lo,,::ns on gold it is 

~lssumed that ,lIpolitico.l clearanceu will continue to bE.!, obtained from the 

State Department: 

(1) Short-terril lotms on gold by 'bheFederal Reserve Be.nks 

These loe.ns on gold have ordinarily b80n mooe to foreign ctmtral 

bnnks (and governments) in order to meet short-term (one Y8ar or 

less) or seasonal foreign exchange needS. In the past they have 

occasionally been made against gold in transit to the United States 

for sale to the Treasury, but in recent years they hc.ve been'made 

only against gold held under earmark for,foreign account in the 

¥aults of the Federal Reserve Bank of New York~ 
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Loans for periods of up-to six months secured by gold. held 

tmder earmark at the New York Bank have the obvious Justification 

that the interest cost to the foreign country is less than the 

harrlling charges and other foes which would be incurred if the 

gold were sold to the Treasury and subsequently repurchased. 

In practice the New York Bank and the Board of Governors have 

been prepared'at all times to approveshort"':term 108;ns on gold held 

under earmark at the Bunk, provided that the proceeda of the loans 

were needed to meet temporary balance of payments requirE:ments. 

Such loans have been made at the Bank'-s regular discount rate. 

However, the existence of this facility may not be known to all 

foreign correspondents of the Now York Bank, and there have re

cently been cases in which foreign central banks have negoti?-ted 

for short-term loans on gold in the New 10rk market at rates higher 

than the discount rate of the New York Bank, possibly in ignort:'.Ilce 

of tho, terms v!hich would have been available.to them from the Bank. 

In fairness to the foreign correspondents of the Bnn.1J.:, therefore, 

it seoms desirable that they should all 'be made aware of the avail':' 

able facilities, possibly by inclurl1ng in the next annual reports 

of the Board ana thE; New York B,lnka descriptive statement -covering 

this and other services performed by the System for its foreign 

correspondents. 

(2) Loans on gold bY private institutiortsin the United States 

Even with the facilities available a-l;. the FEderal Reserve Banks gen

erally known, there might still arise occasion~l cases in which a 

foreign central bank (or government) would prefer 'to obtain a short
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term l6a.non -gold' from' a NeVI York ccmlin~rcia1. bank, 'even thougp. ·the' 

cost were-son19what _greater. '(For' :e~~ple ,such a loarimight .be . 
,: ,t' 

", , , " 
sought i.n order to ctiL,tivate dJ.oser re'rationis:with th'e colllllier¢,ial 

bank. ) 

In addition, there ar.s two types .of loans on gold held under 
" ", 

ea~mark' at the New Yo;rk .BaIlk which: might,be' macle ' by-private, :i:ristit~"'" 
, . , " . . ," . 

able for the Fed-eral ReserV'eB"llik~. These are: , , 
.' ..,' 

eli) loans. on gofd'toforei~n 5ert~~1 ba~ll~~ .. and, gOVElrnUlerits 
" ". ".' '. .. ' 

'. ' " " '. . . i' ,', 

for, terms, longer than ,those customarily e~ended by . 
. " • . I, " '. '_, .,'" 

FederAL Res0rve B~Sl' and' " 

('b) loans. on g6J:d;(for anype~;i.od} tof,oreign borrowers. 

other 'th~h central' banks a~d 'governments. 

Licenses have recently been requested for transaction's of bo'jJh types. 
, . :- ' , ' 

It, is .true that long-:-term loans on goldtia not: have. t~~ same. 

economic. ju.stifidationas that cited. above for.short-te~ni·loans;' 

the in'j:.erel:;1t coston long:-term loans will' s'ubstantially exceed ,the 

cost of . selling, ,the' gold and subsequently, repurc}:lasingit. ' But if· 
. ' .. ' ' : : "',, "" ... 

a foreign central be.nk' (or g~verririlent) does:dec,ide. to ·bbrr'6~fQr. a 

period of years ra'j:.h~rthan: to. iiqmdato part.:,ofitsgoldres:e'rves, 

tho pledging of t.he g~ld ~ill: ena:ble it, to obtail1 bette~!terlns 

(indeed, ,w~thout', sllch',collateral. tpe l'oan,:may ,:nJtl?efo~thco~hg: 
at all),. ' It need not be, assumed that inthe,se circumstances; the 

, , 

f.oreign, central',barik (or government) iSriecess6.r.ily impelled by: 
, ",:' 

the desfre,tospe~ulate, upon a rise in· t.he dollar: pri~e of··gold' • 
. ' 

t, 

.\ 
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Other psychological andtecpnical fact6rsIl}~y pili\Y an ,illlp9rtant role 

in its, choi(!8. '.Ill view, "ther~fo~e" ',of, ,the. g~neral.: ar:gumeri~?' prE3.;.. 

sente<;l above., the, staff Gr~up believes;t~at,~o, oarriershould 'b~' 
., . . , ., . :,.;" '. . ", '. '. ~ : ,"", \ i, " :. . 

raised to long-term loans OIl gold to fbreig~ ,central ban~s,(or'gov~ 
" I ,,:" ...' , '(, ',' 

errunent;s) ,b;Yprivate institutions~n the: United State~ 'unl~s~, 'more ' 
. •• , "' •. 1 • n,',,' .' 

" , 

positive evidence appears in. specific pases :that the 19~n: i~ b'e,ing 

, In the,case ()ft~ansactions' describE1d under (b) above,' th~', 
. , , 

only 	differen~e frqm "thE:!. ·9C3.ses e:;caW=!.peQ:iprevi'c):uslylst.hatthe " 
, 	 . ' 'j' • , """. ",\,'" • -':. ." 

foreign 'borrower ,is"not'a central ~artk;orgo:\(~rnment,~veri'tho~h,
• ..' ,.- '. ,.J, '_ '" ,: ". :'. ".'_" ' .: ,i. '. '. . .!... :',: , . '.' ; 

the goldpi~dged, ~sco'llateral' be19ngs!td 8UCP"a bffi)k oI'go~ernment.
,. . 	 :.J . "_ '_,' . ,".". , ; . 

,(Arepep.t 'iri.Stim;C8c isa.propo,sal to'us~ ;,gqld';i:lelongin~lt~ the,' 
,."', .. ' t", ,"., ',.' .' ,,<-"', .,' • , : \ .: <;.- .' ' .• 

C2echosiovakian National Bbnk 'to" secure anaceeptallce cr-edit, to. be' . " ; . . :'. .', ,'" ,'. ",' ,.' :. , . 

extended :by,a New.Yorkcbnunercial bank:tb a natio~al±~ed conunercial 
, ,.'" " t·· 	 ,;: : :.,,:" 

bank. ill Gzechoslovak1a.) The Staff, Group se~s no:thing:objectib~able., 

.in the mere fact.,that the fore:igI!.b~rr.ow.er ,isIiota: centi-al bai,lkp;r ,
.',l ", ,'.: ,',' .,' -' ,..,' . 

•government, andin;deect:the sp'ecificC~ech cas,e. ~~y ind:fcate':ad;~-:-' ' 

s:irabletend~ncy to retUl:'ninte:r'l1ati9rC:~1,fina:l}C~:~1"tr~~a,cti~~S..·~o, ' 

,more 	normo.lbE1.Ilk;1ngchannelp., 

Xhe Staff Grciup has,consictered tl:te' question whether, whenevet 
• .' 	 :.:. .: '. ," •. -' : • : ... '," j'-.' 

,a foreigIl correspondent of the Federal Reserv:e, Bank of New,Ycirk· 
. 	 ," . ':'. :1' 

expresses. a ;desire to pledgel.tsgold f'~r a ion~.;..term l<;>an,·:the 
.: I' '- :~.' 	 :' ~ 

Ballk shoult;l R?1n:t 'ou~ .to it~: co,rrespondent· tbe. app~en~,~y:~n~ConOniic 

charactero:f'.the.propo~ed trarisact~on•. ! Oppor-tunities, may: well arise 
!'.' . 	 ',' ,"; .. ,"- "" '., 

for. ,tendering . such. advice informiil~Y" but 'the S,tBi'f 'GrOup does.,not ' 

believe thatstlch actiol1 shoULd .. be takeh:8:s a matter of System 

poll.cy.. It., is .doubtful whether,pnY.for~ign· .qentralbank, or ;~b:v:e,rn- .. 
. :. 
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ment wishes·tutelage in the elementary'econoIidcsof gold transactions, 

and the only other relevant factor, i.e. the chances of an increase .' , 

in the. dollar price ;of gold,is not one i,concernidg which the System 
. I 

I 
would desire to commit "itself in any fOI-mal commupic.ation. 

. . 	 . . I 
.The Staff Group believes that. th€;subj ect . oflloans on gold is 

one which the International Monetary Fund might v~ell consider from J 
I . 

the 	international point of view, when the Fund isl .sufficiently 
. . . 

organi-zed. 'If any adverse decision is to be made as to ,the. future 

use of gold as collateralf.'or loans, it :v~o~d be;better for it to 

come from an international institution and to be addressed to borrow

ing and lending countries alike, rather ,than to Je .imposed unilaterally 

by the United States, the large~t holder Of. gold .lland l~gest ,p'otential 

source of credit. . I 

I 
lriconclusiou, it should be stated ,that the fviews expressed'in 

. 	 ,I . 
this momorandum have. been formula.ted in the light! of pl'esentcondi

tions. The Staff Group suggests t4at itwouid be!' desirable. fori t . 

to examine periodically into the perti:raent cir.c:wdstances surrounding
, , 

loans on gold for the' purpose of determining wh~ther a Iiiore'restrictive 

policy should be adopted at any time in the future. 

, 
) 
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Loans on Gold 

~" ' 

Loans to foreign central 'banks and 
" 

curityof gold were not unusual before 1933; ,they w~re made by many central 

banlcs and by the ' large commercial banks in New York and, probably in, London 

and other large financial centers abroad. Such lonns were not froouent, 
I 

however. Since 1933, the Federal Reserve Ba~s have been asked to make, 

and have made, such loans with increasing frequency, but the large 

American commercial banks made but one such loan* u.htil February 1945, 

when a syndicate headed by the Chase National Bank ~~de a 100 million 

dollar loan to the Netherlands Government against gbld earmarked at the 

Federal Re,serve Bank of New York. Since then, a 'number of applications 

have been made'by American commercial banks for Treasury licenses under 

which gold earmarked with the Federal Rese'rve Bank of New York would be' 

set aside as collateral for loans to bema,de bythe~ to various foreign 

banks. The increase since 1933 in the frequency of1applications by 

foreign co1li1tries for dollar loans against ,gold app~ars to be due in tne 

main to two factors; (1) the fact that since the early thirties the world 

has not had an international monetril~ standard ~~sed on an unrestricted 

flow of gold between countries, even with respect to balance-or:-payni."mts 
, 

settlements by central bc'U1ks and governments; -and (2)' the need of various 
I , 

. . .. . 
foreign countries for dollars for the reconstruction of their economies 

I ' 

and the reestablishlnentof their foreign trade at a :time of extreme un
, 

settlement in their financial, economic, and politidal a.ff!'!,irs. 
I 

* A $300,000 loan on gold located in London, made in the early thirties. 

~o...;; ('.J' ~/t .I'~ ~S r- ,J.. E f'Y , 
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Although the Gold Reserve Act of 1934 :restoredconvertibility 


of dollars into gold and of gold into dollars, ~t contains provisions 


for Treasury control' (in the form of a licensing system) 'that give' 


grounds for some uncertainty as to the ubility o,f foreign countries to 

I 

buy and sell gold freely in the Unit.edStats,s. It also contr:dns pro vi-
I

sions, as yet ll.."1repealed, which apparently have led to questions abroad 
i ' 

I 
as well as at home as to whether the price, of gold in this country may 


be changed by administr.;~tive action.* Furthermore , under Treasury regu


lations, a 1/4 per cent handling charge 
, 

for purchases and sales of gold
, 
I 

was imp0sed, which makes it cheaper for fQreign'countries to meet short-
i 

, term needs for dollars by borrowing from the Reserve Banks <,.t present 

interest rates rather than by sellingruld subsequently repurchasing gold. 

Thes8 factors may have contributed to the tenden9Y of foreign countries 

to borrow on their gold in preference to selling:it. 

Most requests for short-t~rm gold loans tend to come to the 


Federal -Reserve Br:mks because the borrowers, are monetaryauthorities 


with whom they have correspondent relations and because the Federal'Re

serve Banks are prepared to make these~oans'at a favorable rate {at 


present, 1 per cent). Nevertheless there arise s:omecases in which a 


foreign central bank (or government) would prefer; to obtr.'.in a 'short-term 


lonnon gold from un American commercial ~nk, evpn though the cost were 


somewhat greater. (For eX<?JTlple,such a loan might be sought in order to 

, 
; 

cultivate closer relations with the commercial ba~k.) 

I ' 
il-i. e. 	because ,of the power of the Secretr!ry of the Treasury to buy and sell 


gold at such priceS as he maydesm advantag~ous to the public interest 

(Secs. 8 e.rid 9 of the Gold Reserve Act of 1934). 


i 
·........"·,~--:...."'''-'---....,,.v,='''-.,...,=·~_'''~'''--~~=~,--:.-:~..=-:::::-:'7 :::....:::.:::~~;;.;..::...~--=-.::..~:===:::.:::::::::::=:.::=::=;::::,:.-:....----=:::::::.:..-=--=-===-...=-......:::..-:-.:.=.::::::=....-:.::=:::::-~=---=-::-==::.::...-:::=:.--=...: -----. 
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In n.ddition there are two types of 10nns on gold held under 
I 

earm'1rk at the federe.l Reserve Ba.nk of Ne1-1 York which might be made by 
. I 

privat.e institutions in the United sta.tas but which .would not be con

sidered sui.table for the Federal Rese;rvG Benks. These are:. 

(0) 	 lOfms on gold to foreign cen~r9.1 brinks mid governments. 

for t';.~rms longer than those custo:rncirily ext~ndedby 

Federal Rese;rve .Btmks, and 

(b) 	 'loans on gold (for any period) to fqreign borro"lers 

" 'Jther thEm central bnnks and g:wernments., 

In addition, com..TJlcrcial b:mks may lend against gold locnted outside the 

Uni ted States. 

Loans on gold 'arr:l subject to certain abuses. Foreign central 

banks mp.y at times ,:mgage .in tha improper practic~ of continuing to show 

gold in their res(=irve posit1on even thou(~h it has :been pledged against a 

108.n, thereby in effr:;)ct Ill.:'1king use of the gold ,{hile giving their puhl,.ic 

the impression the.t the reserves remain intact. ~rnilethe practice of 

including pledged gold in the monete.ry reserve should certainly not re

ceive G..'1y encouragement, the fact that some centr~l benks engage in it 
I 

should not be the determining element 1..11.' any deci~ion on the making of 

gold loans geilert:.lly. 

A second more serious possibility of !lbu.searises, however, 

from the fact that any country "hichborrowsdollars on gold rather than 
! 

sellin,g the gold outright is thereby pla9ing itse~f in a position to pro

fit from on. increase :in the dollar price of gold. It Illr'ly appear from 

time to time that foreign countries ar(~ motivated simply (or mainly) by 
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this consideration. In. any case where the purpose, of borrowing on gold 
. , 

seems pred.ominantly speculative, it would seem des~Tabla on &rounds of 

public policy that the prospective borrower be refused. access to lending 

facilities in the United States. 

It seems especially Jifficult to justify', the making of lo::>ons 

on gold for periods of more than 12 months. It would always be much 

1· cheaper for the borrower to sell the gold [md le.ter repurchase jt ratherI 

!. 
" thQIl to pay interest for any such extended period. \ Loans on gold running 

I 
. for more than one year may therefore appee.r as J2ri~ facie suspect; itr 

. I 
might seem wise not to allow them to occur except tprough renewals wbich 

would permit each transaction to. be scrutinized per~oc:ically for evidence 

of speculative intent. Even if a forei§,TI country appears genuinely to seek 

a loan on gold for psychological purpos<3s, i.e. in 9rde:r to utilize the 

proceeds while still continuing to show the gold as ,an asset, there appears 
\ 

no reason why the loan should not be made on a relatively short-term basis 
I 

so that thesitua:tion cou+d be reviewed at frequent :intervals. 

Any necessary control on loans against gold in this country 

could be imposed by the Treasury through its licensillg powers. However, a 

recent long-term loan on gold by an American bank against gold-on deposit 

in Switzerlnnd (a $7 million loan from the Chase Ne..t:j..onal Bank to .the 

Roumanian Government for a term of four years) illustrates a method by 

which private lenders in this country could avoid any restrictions placed 

upon their activities through the Treasury1s licensi~g procedure (which 

applies, of course, only to gold situated :lrt the United Stetes). Should a 

I 
=_.,.c;..' '" . ~7c:-'-'.-=:::-:-·-:·-7':-·-:-:~::·;".~.'::·=-.::-.7'::=::-:-~::-:·~-'~:==::::::'-~':::=:='--'::-=-=-:-'-:-:~~::~-==-=--':-T:-~-.':=-=---=~=-----·-----· .~ 
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policy of co:qfin;ing Treasury lic'3nses to loans or' 12 months or less be 

a.dopted anci should the making of longer-term loan's agaiI)st.~Jld abroad 

reach significant proportions, it might prove necessary for the 'Govern

ment authorities to take f:urther measures to dissuade American banks, 

from me,king such loans .. 
. ' 

, I 

! 

-~-----.--------, 

227471 




" 

fa'S. '~P~l~d.~ :tGeolt~e%!e!l:&;l 

'. (a) That the Treastwyias'Qe no .1ie~nS$ ':f:0~ ..~~ go1.d 'll)~by 
a cQtJ:1mer.o:lal.. b$:!ik tor. an .;t~iti8.!f .. pert9Ci ,tir . $01'$ than 12 'l'io.nthS~ ~y 
B.ppl,~~ation tor tt l~ct'mse""tQfen:eir alQ&nbsyoila'<i,2: months' vieUJ.'d, .be 
t.he .s.u'bject gf speClJal; ,':teaMi~:redara1Reaer:i,~ eoils~'l:ia't'ion..~nd' .
reView.} . . . ' . I .' " 
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. . Kav'itlgt.eblPMMd ..~. liaJ:nCh.toinQ~•. lJbOu;t: t,b;~:rum;or.c;,4' 

. (;-~_B8nk loa~ to Spain. ,:rI',cse~,;ed.todq.'tiJ.e t9'ilQ~r 1nfr.;~. 

ti(jn~ma~. Sanf'ordt .. ~~ .. ...r,m' '~e ~~tBft~U:rut~1" ",q g~ .6....... . 


. ore.dtt ot~60 ·id.11l'1.tsnbet'·. .C}~ee ll~t$oijala8fikma theip~ah 
IflSt.1tuto.aC~onal. dIIJ'~~ta ~~ra.Wh1:81e ~ ~o~t1We&!-t~ 
revOlving c.rGd.1t(Sar~·l 3/la.. jEll'; ~nt ,iti.tel'f!stiP];~.. .~:.~·ld to. . 
the~nt~ Q£ i¢$ pep c~ntandt.ft~fngt~e .prent\Us .S.~l:$~~i"CreQltt 
1IIhiCh ~~ed2 ·l/'lp!:!ro~t. b~~st. ,'~t1:clpat;ton ltl~t!~an . 
Vd,l1beiglv~D t(;.. thE> ~t:iUo~ Gtt1BEl~"an:a'Mii~n~a~tur~$" :r~~i) .i:1~~., 
In aaa1:tion se~$.tenei~t1;a,f.:to~ ..•~••~~~•. ~th' tl. W'~~Q.~tc! 

=e!~w1~'!h~:! =:>,=~i~~~~=~lj(r~~~~':' . 

'f.he ,gold Wb1ebw1ll ..~:p1e ••' ,ol1ta~~''i.'dll; bei,Uint til'$t .to 
Loruioa (the {£Old;, eoU~~$OFt!l$~2~1l(illOnl~il,$ll!'~~~$) 
arig.td&U ev~,.tu.&ll¥b',8.tl~ ~~JG~k'~~'~~~'~fJ1 tber~A1 

-"R~s.-veaank. '. :r~18C~,~i~~le··~g~ i~l~~~o:t~d ill· w&#ld.i'Ji 
out ·the· d0ta;J;lJIt'.Jft.tho ·at"l"W~~1i. ·bU,.t.lii.~Ji~ift~;$ltb .,.~.~on·· 
he,sbeenca&red 1ilth:~ 'State'aiQ 1f.ea~· "..... ...... iintJ". 
iml¢.1nt~ ~~.$~~.two'~qo•... ,:,.:~io. ~li· $l~g& 
a .. eo~$~d~abl.P01"tlQDot ap$t,goldr·e"~<i~. 'Wlj~*lla~e~l1ril'm ·91 
the· 14.!it b$1;lU1Oe j~tot .tije :Btmkv¥#.·. $8~.. mt~l!))dO~.· .. . .... ........ s· .. " ..
~.. 

• . 0 pa n, . '. 

. _lad r~~t$ ~.·t~~.~~_y.c~..t~.~y' 

A~geJltlnai sc.~l:l&~i¢i or· ·tJ,.e·Fr~ooFe~~~~_t1i~t"t' .194..';~. 

19h8 l.Uidat" WhlQU S,a.tll~eet.~~d' ~~~entiili :\m~~tG1i qretit. 


. . I 

~1i~,t'.ili:M~ 

cCI~.Y~ 


Wfr.. W1r'get 
Mr~ l'~a£--'" 

;'.5 'I.Ltf::~B·",l;~~"lI\f~'" . 
~~-if!:~, Jii"sdm):,;,n 
\'" .'li·~""''''~''''''~('', 
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CONFIDEW'l'IAL 

Mr. Deinbitz 

Albert O. Hirschman 

,1 called Mr. Sanford tobr1ngour 
, 

information on private 
, 

Spanish 
"gold loans up ,to date. It appears that negotii,itionS with the, Shase Blink ",' 
forobtairiing i'r,esh money in the amount ot appro1i:imately $)0 million have 
temporarily fallen through while a, loan f'romtlie.NationalClty Bank,Qrfgina11y, 
planned in the amount of SIC) million.. is now being discussed 1nthe amount 
of $20 millon. A telegram' from Madrid ,indicates that the National Oity 
offered more advantageous terms than the ,Chase.The Chase ldil rensw its 
existing '$)Ondllion loan as ,ou.tlined in my' x.n~.!!;or~ g! F..fW~..J, 
and, the goldcollateraJ.now held in LOndon will be shipped to the Chase's 
account a,t, the Federnl Reserve"Bank at l~ew: Y0r'ic.The gold to be pledged·" 
as colla,teral for the loan from the National City Bank wlll be se[lt from 
Madrid, to the newly opened acco:u,tlt of the' IatltutoNacional de MonedaExtra.nj~ra 
at the Federal Reserve Bank oJ'" New York and 1:s ,to be transferred to the ' 
Na.tional City Bank IS account upon completion of' the loan, agreement. ' 

CONFIDENTIAL 

...... ••••.. ,1 • 

, 
\ l. ,_._ 

d

Cg ~l~r'·"'''·-'·J 
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Banco Central de. Chile', ,. 
,,~' ' 

'IAariuel TrucGo President., .1'. . 


, . t~is: Schmidt Vi6~ ,Pres id~h.t" 

"Arturo Maschke ", " Geno'ral 'rlia.heJger 
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. ..', "~ \),,'" . 

,.' 
. '". , 

R. ,Alcalde' 

National City Bank ofJN{Y. 
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~ ," . " ' 


y , 
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'J0seph F. Da'wsoh' 
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<.'1 

u.· S., Embassy', 
"", " ·1· " 

C,laudc, G. Bovmrs .... ~: ifunb!9.s~ad;~~":':l:. ," •. 'n 
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'.~ 

.':.·...>1,", 
,.'

Roberto tVachhdJ:t:z , , E~lMinf~t~f~ IOf:'~irtai1~e, 
, ',' ~ . I ' 

I.
'. I·' 

'. ,I" "\, 
:ilrgGntiha ' : 1\" 

'1 
. 1 I' 

Banco Central de llrgenti:na,' i 
'< ; 'j " '·1 

\. " . .~ ',' ',';' ,l .. 
,. Orlando.n.~'1)llirQglid; ',,:' , GeneraF Marl'ai'er, , ;. " .. ' :.;. :"." f> ',', Hector 'Grumbach ...' ,; A~s.dfstan,t G~,ner;~:l 'l4aha~er 

. Dr'... J~liQAiizohGar.cia> '" , Assistant, }vIan:ilp'er 


"• Roberto.' Verrier '., " " bhf8f".:Rese~ch!'Depa:*,tmertt 
,Fran:d;sco .Coire Member,r "i,'" 'Ii:, " 

: ) 


, II'" :: flJ ' .. 11
Alberto Malacorto 

, l I
MaI'iager . " 

• 1 ' , 
',.\ 

,Manager '" 
,Rd5.doift'.Vic,oPfesj:d.enJ, , 

~ ;1 

First ',Nafiorial 'Bank, of ,Bos't0n 
'" ',... d' '110' .. ,\ 

'1 :'.W±lc,'ox' .Vic~:'J+esident' . 
:,James E. ~itc.Grn.th" 'Ass{sian~b :'l~iEiriager' 

Ir '_' " ~"' •• ,. I '. _ 

,l, ~ 

, . 
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.,,> ,u. S. Embassy, ' 
, . :..&L. 

George S. Mess'ersinith 
Norman E." Towson, 
George F.' Scherer 
Joseph Louis' Abodaca', 

other 

,	Dr. Raul Preb,±sch 

Edmundo D. Gp.gneux 

,Hax ll.leman 


Banco de la Republio$." 
,Oriental del Uruguay 

t '~ . 

, ~: 

" 	 '-... 

t~ . . 

Enrique Givogre 
Fermin, Silveira' Z'orzi' ' 
Asdrubal E. DelgeJ,dO 
Ces<:',r I.\Rossi 

J1.l1io Cnilos Netto 

Iilltonio Odj.cin:L Lez~ma 
Roberto Lopez Macia 
Enrique GelosSarei 

National City Banko! N.: y~ , " 

QuentinK. De~.:rer 

u. S,. Embassy 

E.J. Sparks' 

Franklin Wolf '.' " 


. 	 ~,/ ' 

Brazil 
'.' ,:' 

Banco do Brasii, Rio de',Jan~iro :O;ffice 

'Guilhermo ,da Silveira,Fllhd 

Aloisio de Lima, yD.lnpOS " 

Alberto de' Castro Menez'es; 

Pedro' Mfonso .Sattaminf" '~ 
Erik, Ja,c'obs,on" ' ' , 
Cerlos Hargr~aves, : 

, " ". "i " ' 
BancO do Brasil,.'Sa6: Pa,ulo: Brc;ll1ch 

~~ 

" 1 

""'; ',,,' 
I, 

/~, 

AmDa:~sad:or,: ' 
, Civtl Itt,t.'tchEf
" '. ,," ,. - '~ . ','' 

.F;ir!3tS~:i'cret.:;ti'y , 

'Comrn.ercial"Attache 
, ' ',' " 1, ' , 

I 	 "', 

F~rmer l~nag~r,of ,Central Bank 
, , II ',' 'II: ' "it ~ '., II' ,,' II 

'F'orl;1lerly oflu.get;ltine, Finance, 

M:i.nist,ry '" 


:. j, 

:Vibe ,'pr'esident:,'1l.ct1ng President 
, :General'~118iiager',' "I' 

!' <;. J' - . 

,'Dir'ector: " ' 
DJ.rect,or., , 
'Sec:t€)tar±o 'Gene:hd 
General Acc6uht:rn'g Manager, 
As'sis;tan~'liccQunting1'I;anager , ' 
Ast:!istari'i,,~i~c?u~tan.t~', <, 

, \ 

~.. .., \ 

\ . i, 

Manager 

, . :: 

, Charge, 0:1Mfaires. '"" , , " , "." , '..

Coll1l1iercial.Attache,
.' '. ""1 • 

\ ' 

. t .. 

P,residertt ' , , 

'Crie'{ Eco'~oinici Advi$er'" 

Ilirect,or o,fthe Exchange·, Department 

Chfef"Res'enrch DeoartI'nent" 

AssistahtChief, ,Research: Department 


'.. .' ,.. . ' , ,), . .
,Becretarv to President' ", " 

I. • . t.t >< f 1 1 • 

Alcides da'; Costa Guilnar'aes ' , 11~nager"- . Ern'est·o' Barb'os<l',: TOl~ni]{ . 
",.

f)l)t74' 79
{.. {. 



,l . :'< " , > , 

I' • 

;!. , "\. 
:- " 

63' .. 
• > 

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

';rlith the s<!).rilc .qifficUlLties ,with Whi.ch the , . 
:westcoast couiitr.ios, havoboen 

; 

struggling for some t:i;fue »It"W-C;u~d, 'howeve~',' i~icns:i:fi the :Lnfiationq,ry 

tr(;mq . by ,limiting the 8upplyof,' imP?rt's. 
" 

, , ;"'TABLE, ITl.A , ' i· . \ , ~ , 
;. I,,!' 

, Gross Goldi and Foreign, Excha'nge' Holdihg~ oftha 
BancdCentrai:de,:La ~Repub;LicaAr.ghr.t:Hiw; 

" (In, mi11:toridol1ats), ... '. 
\ , ",". ' 

.. ' I 

; G,cild , F6neign Exchange, 
'. 

Total' 
~ 

\ Dec~' 1939· , 448.3 32,~ 7:~ '481 •.0 
19/.j.0. 4J.l.6 38~4 450.0 

\ ' 1941 477'.2 5:48.6,7J,~A! . 
1942, , 597.0 84;8, 681.8 

1943 80p~5 ' ,184.~O .• ' 990.5 


, 19/1-4' 954.1' 325.-1· " 1,,279.2', 

'1945 , ',.1,144·,9 435.4: . 1,580.3 

'1946· 1,02.8.4 583.•0·.·· 1;611~4' 
Apr. 1947' 780~1;", 598.4 ' r:. 'l~; -:378.5, 

, , 

.source: Board 'of ,Gov'Grnors • 

The noxt typical ihflati'on, problem likely :tbbe encbuntered'is 

the effect oft±sing' cost~ upon Argent:Lna'§ ·c?mpet.i~iv~·p()siti~n •. For,the' 
• " j 

~. ' 

time bein'g tJ:18r'EJ is no ,p~bspe'ct that' ,agricultur~~ ~JCports ,will s{ufer; ,it' 
, .':' ',.• '." I .:",'" • . • " ' '~, ' :.. .". ' 

merel;r Y,il~ becOlne necessaryfo~ l:API to pay better pr~ces to/p.:roducers ,iri ',' , 
" . \ 

order to rn.alntci.il1 output)' and ,to reduce its oWti profit ,ma.rgins., With a re-, 
, • I " ~")" .' , " " L. ,- , . , 

duc'tion in the world price level,- the situati;.11 may change, 'howeve~~'.As 
, ,: ;: '; 

for industr,iaicost~,ArgentinaislikG~Y td feeLthe consecl:uences ·of hi'ghar 
, ' '" ,\", -~.-.," , ' 

costs ~much" so~ner, ~'~t? in~6~ lioine~~kcts: and. aorb~d •. ' ,.TJ:-J.e ' home:;~riarkct 
can ba protected', a.~d,' th() prGscnt tre~ci~"1qllDs;tidnab+y: is stro11g1y' in .that, .. 

, " • '. • ' ~ ',' 1 " ' 

direction.' . Foreign markGts,hbweyer"can _0ven:ttiailjr, be held:only,through 
>', ' ",. , .. :. ' " ,I, 

• ' j, I,~ , 

exchange· deprec;iation" if inflation continu'es • 
• f, ' . 

" The eY~ntuaicost· squeeze put upop'P:rbduc,erse.ndipe, prico squc:;eze 
, . \ . I' ~"'.." . : '.' ,r ". '" ,!' . ',:' \ '-.~ , ' , " . " , 

put upbn,laborm,;1.Y 'then bring, the .-lapol' situation ,-to ,8" hea.d'. fS6 farl.the· 
" ' ' " :'.' ' '. , " "'.;.,' '.. J ... ' 

i , 

, " :, \ . 
":' :'-;:, 

- , . ". 

~.~"';::"'N"'",'" ,_ .. ;;",_ ....;... ~ .: '.~ 
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contrast. ,to that pursued' by the 'Banco C,entra+k thedajfs:9f I'rebis'c,h. 

, '. ,~, ' . ,,'" 

!JiIiranda t s netr advisors)' andoi', c~:)liJ?se he," himS~],f, 'a~e, s~o:rnful 'of, tp:e viGWS 

, of, the old rogime, hpwever. , I'tsrepresentatlves,"',in,so 'far~s 'they :are' 
, '. ,"",.' :: I ,'" ',', ",',", ':, ',. ,.' , , 

still, in tho -B~n:co Ceiltralj aJ;'e cOJ.llPl,etely,s;idetrac~ed 'anqkn0jilittle', of 
. :.. '., : " , , ,',' " "" . t \ ' , " ..' ." 

'what is' going on, ;Lc't,alone' take;' ~ han:dirl it~ "Ittsremajf'ka?le' that" neither 
I '. . 

• 1 ' 

Probisch nor any 'one ,:j.~ the Res,6arch ~par'tl!lf:lnt: knoVlswho ;cal1y d~~ftea ' 
. " , . .'" . .' '~" I. ' 

the new banking' le~~s+~ti9rt. ' 
\ 

,~~l,they do, 'k,novr; ,orpGI1Gv¢,'; ,is that' it i~ 

• ! 

,neV{ bankingst'ructure.' 
, 

,J 

,. 
. TABLE II' 

I 

I 

, , "., '1~6r{ey' Supply' , 
'(irl~mip.±qn pesds) ; ,I ' 

, . 	 ,CWrqncy,.in Hand's 
'of 'Pup,lic ,De~nd,Deposi~ 

,1' 

Dec. 	1939 ';1,,0:1:.0.9' , 1,481~6. " :.2~(492.5 
1940 1,080.4 , ':l" 517~O 2,597;4 
1941' , ,1:.,233·4 '2,o6bh '3,293-5 
1942 ' . '1,425.5 2,4360:6' ,,'> J, 862.1 
1943 ':1.,;680.5' , 2, 911.i1, ':4,59!l.6 
1911-4 '2,090:~8 3,636.:8, ' 5,727.6 
19L5 '. ':2,$27.6 " '4~ 2/ 1 .:6 6,769'.2, 
1946 	 J,550.3 , ," 

, ,I 5',, 3?~;:g .. 8,930~1 ' 
,,' , 

JTcb. 1947 	 ,3,393. ;2',. 5,:p24"~" ;" ~ ',<i, oi7·.5 

(Source: II Boletin 'Es'taqistico" J 'monthly pu151·ic.':Ltiori of tho Ceri~ral':l3ank 9f 
Argenti'na. ," '" " I 

• • 	 r ,~ '. 

" , ' 

'--	 /7. ,,' ,outlook 
v 

Vfuatare ,the conseque~ceslikely 'to ;follow from ~e~policies so 

far? The impressioil we gained is that ;the'A~gehtiheeconoIily, :irihGrent~y 
" 	 " .,; -" ,<. 

strong, and naVr'favo~ed'.~by a. sellers' market; can resist the 'stresses that, 
r 	 , '.\ • • "" I - ',. - , . .", , " 

" . 
being, created,,!or' a c~nsidera:b:t'e period.' NeV'ertheless the continuance 

, 	 .,', , ',\, " ,'," 

, '/ ' 
.' , 

'\ <.'," 
':' .. 

,
'. ".".. 

~ ~-L,..~__._~_>-.'. 
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\ 
\ " I' " . ,,', , 

\ . 
i 

" } 

thirigs in Chile freq1:len~ly haye looked pr~~tYdistr:esSing, bu\~encath : .' 
< ' • j. . , . " 'I ,I ':, , " 

the surface' the cou11try .~a;s ~ept develppirlg. :It.wo~ldnot,:be :stirprising 

this should continue • 
I" 

: 
'> " ..:.... • 

'''-r . ,' 

'fhe Visit to lcr.geritina;. althdttgh;not.part;icul(~rlyprodu'ctive' .' 
, . •• . . . ,< i" '..... • f" . . ~ " .. 

'in. contacts with thenewmanage!nent' of, the "Banco' Ce'nif:ra:l, was a most 
, ',' 1 ". • " ',. • • - -, .,;. • -' _ :. " , ' • : '.. ," ,~".,' : ' " 

, ,-' ~,:. ' , . ", .~. , - ' . - ,~ 
i?teresting experience •. ,,After various, at '\io:mpts. ';to. 'see,Sr ·~M:i.gueL Miranda;:l~ 

• j ,,~, 

Prosidont ,of the bank,' and Sr. Orland(;'A., MarogliOi: Geri6ral.Manag~r, "iIe 
',' ..'; . -'", , . I '~: , ' . : ~ . . . . 

finally. succC,eded ing~iIfiIfg "a brief~nterv:E~!wit~'the, l{ltt?r. '.. Despite 
. . ,-, "', t, ' 

our contin1l:8deffor,ts andrepeatedldrigwaits,andtlespitemany .'apologi6i 

a;}d promise's on ,the part of the Banco.qt3ntraXi we .nover con::i:,act~d: Sr~ Miranda~ 
j. 

The .real ~easonfor~11',:t;his se.emsto}laV8 been" :no~ an.y, animo~ity ~oward' 
,,' . .', ' ,/ ',. ~ \, .t', '.' .' } ;- I ,.. ' .. ,,' :,: "_ ,i.'

the '. United states or toward the .Fedctap_Rc1?orye Sys~,em;but thc,ineffi 
; J .' 

Cie}1cy of"jihe central bank secro't!'iriat arl1. _~ts'iriab~lityto keep up with . 
I, • 

tho manifold enga~emerits of its pres'J:deritd~ing t,h,G'pcriods when he Yf8:S" 

not out, of to'Vni..· .. , 
. . 

. Vie did, \ howeve,r, see a good ;deal of'.'vario~~ o~he::~b.ffiCj:als' of, 

the Banco Contral,pr~tl1ar,ilyqr. Hcctdr Gr~lllbaCh,i~sistant' Ge;'oral Mana~er, 
\" . , 

Dr•.Julio AI:t~on Garcia, AssistaritManagcr., Dr. :R6b'erto Verri~r,head of . . l . 
. . 'i . ,. ~ '. " , . .' ,."~ - : " , 

the HjsearchDepart~erit, and Sr. Franc:isc6coir;e and. Sr., Al15or:t:oMa1.acortci, 
f ".' ; < / \ "I' ~.,'. ' 

',' .".- ,,\:' '. < 

both of whomhav:c\spent some ·tfme. at this b.ank;, Sri-: GrUmbach ispracti 
,,' - I 

cEtlly the. sole top' level repFesentative of' the' told !regime" outside the 

~, .' 

~ "', 

, . ' .:.; ..,j":" \ .. -,: ;'>" , ,,- : . .',' ,f'" \. , 

-)1' On Ju:l;; ,16, 1947jSr:;,Mirarida resigned"as' 'President of' t·he' ,BanK,,, tQ . :, 
become, ·PrGS~ddnt,.:ott:he :n81"T, .N.;tt:i:onal "Ecb'norq±c :GOUrlC~~,! '. -,Sr. ~lJar'6gJ.c:i,:o, ,'" 'c~> '; 
". ',' '~o" ",-,',\'~*".~.,"'.~:... {,"t'-'I' 1:';\1'.,; ,,···ri ,,;,', ..:o}~ ••. :;- }'f" ',," \",., ~"-~,-\.~'..~' ,.-',-",!, t/",1""1" ',,:~:.": '~·:""I"~··"_,:·:~;i_i-:'l·,,,,,'i;,:'t',,·.;. was ,apPo:Lnted,;',a;s.:tho'·,new .:/.·..rcs:r:uentof ;.ther'uaruc.:,·, [ .. ,f,.f:>1 ,,":'.:',:,'!.!;.':.'.:';"';."': ·i,'·"":';\:.::;:,. II·t I, 


~'. ,. '.' __ '. -':'. ': ~~, ,·':.. ·'~~.:":_~~:_.~~~"~i~:\.' ~'~~'~ :~,~.~~:,;~'.:~.:~~..:~_~_~..:.,,'-:,,;",\," 'r, ..~..:-~.-~~J~~~~:' .' ;,::'::;·::...~.'f:~·...:~:.:~ ~~~i;t2:~lf':iiS~,~j;}i~~;~~:'!j::':~,~'~;:::i::L· " 
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Miss Ford 

N. Y. Herald Tribune 
July 17, 1941, p. 15 

RUMANIAN lfUNDS 

Justice Joseph Fennelly, of the Supreme Court, in a decision 
h!i!nded dow11 in Brooklyn yesterday, denied an application by the 
National aank of RUmania for an order 11fttng en attachlnent against 
$;5,999,837 of its assets on deposit 1n three Mcmhattan banks. The 
att'achinent was obtained lust ,December 9 by the, Commission for Polish 
Re.lief~ Ltd., of Ne.... York City, which claims $3.,060;70'01" the 
Ruma,ninn bank's funds here as the result of' uwar-time series of 
transfers of title from the Bank of Poland. ' 

.. ! 

", f 

',' 

" 
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Pr.essReviaw 50. 49 

Bank for International Set'tlementa 

BahJ.:e,fle:rchll, 1942. ' ' 


.,~~-~~~"" 

-::~,j;i;!.;"t,;:,r,;;"r,) 
,.f'", ' 
: .~): '~~:':!' ,:~:,,' i 


.Ru!l~l~·n,,:Ne.t,lonal .. 'Bank:' :~:,~~;i.;':'{;: 
 l:,'.:' 

.. . <, .., . ,- • ' , 	 ': .:.,'~(:~., ':~ '".' ' • 

•,';:N~'fj~5/5 ", ' ,'.:':' ;", , 

',~ ','fhi(! ,g~rl~ra.l meeting apprOved the ,de'orGe "of., ;J.Othtl hceaber, 1941 


'P~PY:L(f:i,4g :rore;mOdifi~attQn ,In the, stat:u~.s,·,~.~~' , . , the 'd covor:. 
, ,The'st..'utory goldoover of' ,tbe tia.tlon81,Bi~~;li£.ttt ,,>:0,' ,', ",8\$14 ,of ,tbe 
,"". Bs,*~;a_Gwn .gol,(l "st~ok and' fl~~ely,aVaj;l~bl.,~;,;~~~~"~:~~~~~~,;A.~'l:~ ·a'bE~«:.' " 

,	,dri"~51~t,J;eceIllberl:941 the total gold ,,3t:OQk;"Q~::t.he'.Nati,_$1/A:~atlk ,,&mQQJltea 
\~';::~~.~';'(~3Jtg~J ofwhich 24. 9'7'0 ~.ga\'fa~:)i~:1.4:i,~bI"Q~4f~'~'Jf~#1~~660kg$ 
;w}i't,~;:',;:t;'b:e' t1.,ll~Feder.al B.6serveBank!:i ,and (~O~\B~~i.q8:W;L~1;(J:the>:Bapk ~f 
,Ej1'g~AAd", ,the bulk'," llttllleiy 14'()~OOOkgS , i!;o~ni:;i~t~:td;;~n·;~ia .. ,,:'~~ne:. 
the"ror~ign',gold ,holdings tri Gt, Br1talll,Wiji,l~:~t\e,th$~':1l~,lie,*I!D:·l)14c'k~d., 

'ft;'}R8:8' ,neceBsary to ,change ttt~,.tat.u~esr:'b.Y"·~~~Clt~tu't:t~g::tI¥teottv~' 'gOld 
',ol~iin's.· ,for the ltolll"Gold etoGkfl rre,e!y:'t,ivii!;~~:bl9' abJ:Q~(ll*~ ,'" 

, , " - ,'. " .' \. ,: :.~j~::~~~(;i~inr\,::~ .~/ ,,' , -. 

'. .~.:' ".... :.: .. ...: 

:' <' ': ,'J",:" " ' 

',' 

"", 

," ) 

. J 

.,:., 
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MAY 1 194-r 
Mise: 3 a.2';'SOM-II.46 

" "OFFICE CORRESPONDENCE 
A L~.."'!I'lL ';4~nH., rh·. ,,' " •• ~Z:··{~l
~ ....\c_••••.;.P'''·.'·".,;·.~·,f. ~~~~..'.," /'\~ ,...:...'" .··~.; ...l.\ ...·..r..... ':'t: 

DATE.... ,., '"",." .•""...,."" ''', (I 

OMtie Bank Lofi.nto ~:1Q, V')}w il.A.";l"ij'v..if.t~TO ________________________________Mr. ~lantord. SUBJECT: •. ,///. 

S. V. o. ChFt., Ji'9relpaIi'18osf'eb. D1V'. V):':"~:"':! l;!!::<~ .,t.",,/-,
FROM 

'. 

2 ON It I.R I N 'f I 4 " 

~ --"""'''..:.:- 

doll~ir l~n t..o the ~n1an National Bank by t.bexab~s$ National it1Lnk of 

New!ork. ' The loan agl'eeltl19Dt wa" tll1gned 1u .Ne" tOl"k OIl 'tohl(; laM day tlw 

gold tyanat... WltS uf!l/)cWI!l, t!.ccord.1na to a Ih!l:w YOt! 'l"1'!fi report at April 19. 

Signat.ure ofths l1:\g:roement en.abled 8MI'll loag 'Walt4,ng at Nuw Ol'le~.t06 to begiD 

lotiding su.pp11el5 to be used to relleve Gwrv14tiolJ in ium&nla. The 10tUl is 

evidently full, covered b,. gold owned by 1l~1a and Afilld in SWtt.z8-rla.nd. It 

'(i./1l1 appt.iNntl, carry an 1ntlarell',t; elrut.rga of .2 1/2 per cent l'iobove 't'..bD FliJdeJ'&l 

HilHlerve .sr.ullc Iii_count r£te, 1 p~r cent ut. the pre,ent t.tJile. Pre~b11 

intet'(H>t, eb!'u,",es w111ihtel'etor& fluetuate with oMDgef> 10 t.he d1~oount r~,t&. 

'ThEil loon 15 J'eport..&d to ria t.unA.nfwT y~fH"'Z'S;, \ll.M _1' be tSl.1ppleawnted b1 

P.lA1ditiQnn.l I'ldVtmoes fl"Om the CbAM Stu'tk. 

., ' ., ..... " .'".'''.......,'-.~. ~~~.. '
, 
, 

Ii 
i- c,."". 

1 j. .. • 

! 

"'.,"~ 

, , .~. 

, " 

\.. ' ~'. 
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1< ,~~, "'~'~"~'~o' '~i~;,i"~--, '-'~~·~~-·~;:·:~::..~;;:::~~::·,:~'~1 
1 - ...;...l\,,~.fi.~,.\'1 ~ 

'1~ I~ f.> i) ~} 1 lGifiY ! . 
. " " • .1 .A. ',,).J ,: I; : 

! -~~,".. ." ,.",~,..:,,",,' ,.... "-.,.,,,..,_.,J 
iU"b a, 194el. 

t!l.V4mmU,m~ dfJlll$~ ~.,l41:t~~n b:t 
t~. Cfi~0 tigt;,t,1oulJ. i'IU~~ '1'.", th~ 
N4l'tloM'1 Mi\~i.~:~)f~t_ilh~;i~<! 

.Ir.. f~111.1al!;lvt;:rt8. ;o.tldl$~ t<!)'f t.be ~fi ~1K..t~"""i!>l ~Ill;~\i;., ~&ijI u,... 
,r~R*d. ~$ t~t.$\ Q1t.•reb 'U~, 19A:7, -tb,e c.fmfJle Dl(l;t,lQ~l -a&ilk eS'I~~(! I!~l e.gN~ 
lllen't ~!tb thfj l~~~l\;~' ~8nd.a1!" t& the t1~1too $t~r'~~ 7,mCi~r ~.d.e;!':l t n§. 
Ch.t.lll$ ~~ t'i> la6 ~1) to $~7 ,OCtO,tXlt tl1> tbG Jhm~,l~.c S~~ti~ll'r..l lh'il:t~k~$tb~ 
e.E:cn~nd b;;; g~l~ d~o~l\_at. .'tor... "n1;.\,* kr.-ltt or~t\\'lt.Drlud ~~4~(:lm~t\~1~9~' '.\ll 
ft, ccrt1n.~U!im e.t tMP~:1tm~fSt.l(JJ1~l&~'flI~ t_tU h.,"H\\ ,1'l)'Wtn!l&)'d m;:.e:1~~;~$:L~ 
lfIi1ti,{':1$ &1'$~1~1' t';(.~tM .~.r. 1'lu. p\;l1'~.fi10 ~.(' the 1<1;311 tv;; :t-«;*IW;S t'tJrt _~d.. ~~l:l:i;,l1 
G~Mi.!dt"'r~'>l~.t'i!\.g tmb@;)l>:tlljfi" C1"('j.P:lh .It: 1.8 \Ua4~!t"tiit~~d ,t~;Ji tM~e;: ~~.~ b 
al.f'Ml.dy .QCl '!,[)UI,rr.lnt••".~~1~, P&1l~.t.betl!)~. it (!".$~ tn~~n,t;@I~d•. It'l~ ,~
t~f:'Il,.ated t,.~t t'.ho' $7t;~lOv.oeolO€ln .111 bemp~l._'ed ilt, Il~ '.;1'111' d¢.'f;,ii \iT 
$ $.SQ,O{)'W,OOt3 10/ll.!J. or,; ~1~ to "e t;:~nT.!.oi!ld lur .& ~Jn!!u.tW~~ 9,'I;f 'i:lti t.~ St.~""5 
Datltte. 

SGY'*l"lOl lll.'~fj\,~~t Ir. erd$ ~ .. $&"t1~t>, A$$oQl~,te ~i:N$~~iI'l)\' rjttb.E1i 
nind~ ot!oa._:t!7 ~.~t):&"b.;r)'iL\(j,''Ury E1.~t.,:.rtmm~t,.~,:~11(~d, ~". w-lt,fa 'tIb·!;'i tfl':/,'" 
1{)'$;1~l ~ell;fIl"Otmd iJlr~~tt\1;n' l'ep.t'41n, tbe ~~~'M l~i!ut 

'1',ha ~~ll5;n tlwvt'lm••'" iil$I'\~ be~n ~ttir.i1j e~niSld..,:r4i;bl* iP,rf;!!l5$"1(.t;N ~.!)l~ 
th$ Un:l,tM Stmtetfl QOVWl=f:i..~'t t~r I'~ tb'e it;; Qit4",' to l'~bt,f11ti t·~~ ~lti"'~9 f)f 
H., l:>l()(llt~. f~11~.t' 1l,8~." WI tl:t.lfiI~Qet:no~u"~!?l," etf ~~t~rl&ls~!'rg!(i;~t;.ly 
n-Hd~d t{'}t.ft.rt 1'4..£l.tI!p~~,,4 Aw~t.1# ,,~ Ilu.tt1d{lj(> t!'h~ i,t;~te $;nd "flrft,i:¥f4i'7 Y:>,...... 
.Pal't~$l!.'!t.. l;!w.v~ bi/j~n .:Nl\-;1~ttlint t~ ttilMt~e 'iu.~~'4.$.i'! ;r'"tl4~ b~tot'. ~bui[\,i!1.'~ Col 
i'itft.U~.(,nt t'!!tlt\. ll"~j~$ot W loo·tie~ ~ld v,;!'~d;fI'ht~tl' 1~~d"jIj);n la1'jS.t:-Ml il""i~rk:,:.p,!;~w
e?;ti~H_df,NrA t.ho Gtlk'!fHhi :It 181 uM~rA~('J~ ~i.UJi:t ~¥t~Jj!'~!ltlil'.lietel,..$';O,Otlt~.$O 
'(ol't:e ~f ~11~ lelin~ t~ Iu\V@ 'b4taD./iiG:) ~Wi'(llhae.(i_ J"n a:t':r$i~!rmli'tl~t"t. t~!l' 'l.1U1I!.fl:lil 
·t'IWOfift11:,;'l, 0f~¢:l:uded 'IltBtl"1"wh1eh thlfr !\Uf.\it1id.fl.1'l GG",nt~.~lth~,l!\'I1:a~.~nali:j'l:f,if:j 1.';-0' ~~H.'!(fil~l: 
).·9 ~MI!1l ~r ~!tIld t.(~ ti\@ U-ni\80. ;%t&t&1!l- I~~I~~,lG'r1 La ·~~t.~illl!}~J..~lf.1... ~:u.~,\,i.'l.'i d~1$i 
J!;ttQ;l;" rttP1pt of !¥f.lC~ ~;d, tuO'nlt-', g~~t*~~ -GlJ·~t,l;·rltd\)~ 'Il!,fi~ ':r~l'!,(M5 ",.+111 
~~It$~t t115:t Il!~o:unt I!J~ '1/1. ~em$l-l{ljt.ctl ~f):ttla~~t ~t tl;i,$ lOQ;tt1td~\11~l!p~ol?JIiW;iI, 1)t' r-£lt.\~'Nl 
~,ilf:l ~ol~, t¢'l ~lU1l$1fl.1t11.. It- iff una:~re~~j)d thf1 4': tb& Ull~:t.~d .gt"'~te.$ ~'r~i!It- 'rlW'.H~i.'J!.:r.l 
t:~:re ~1"6it~·red t¢ t!fJCI~k\lt t.bla Iif,~ !l tbN~l •.e:t~le=ent 'I)\lt t~f.l:t tll4'SFTi.mOa. ~e'it>&rrli'l
lII:tlnthA'Hll bc.-.n ~<!'ld1nl[t out f'QJr ~ 16il"i'trr >l'j1l.t0unt. It ls:hQ,~~, he'I"l~,"rt,. t01l'll';)tii\l~~ 
the rr~eh 60l'M!lftt lJ'j;tMn t~t» )~,.Y ~:t1.(ld" ISS6Sti., t'~* t1'\JJI;-teDWfp~f,rt!!t.l'!flnt. 1:<;~ 
~~r\t~i the l<)'n~ .'trtt.:bfb C~·s. lh~.ti,QAI4 9Ml~ ~ndt:ft~ ~:t>"'Iij~~t:t~ l~il~~ tnT l'l 

~u.0{l,tt/IJ .6;f ".ttk. in o~tEfllit ff,t:~}l"ft't1-Oi!i 1n !~I.n~l~ b~ 'f'\(.t, :bl~cdu~.",."1· t, M.,~ 
O~t;t"''h7'. ntu6'e'Jl t-a r.l._$~ ))l1)t:ike.d,R:~n1~~11 f'i,&n46. . . 
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;:t±s·6,~iii"{;:Ar:.~ndiK;~ 'iia~~~l. ,1ll 191-:1 ",""........~;"".. 
. " , 

,el.."p!~'O.dt1.ur.el;l. C· f Oil: t-~e$!~ 1 ~ 2Doa~~J~':~i~9;O~:::bi:lJt~9~1 <!;:~~r$_r:~.ep~~:,ui$~Up~!p, ~~I~;~~#~:,a~~' ;(!~' 

priC0 ).!lC:r~~~~f\ eXPGri~~D.c$ddUl·ingit!'le :red.h.ne'f~nUes '1A\'~"tt aj~ilc~:ed: to l~'D~ch 

,4_~{)OiJ '~:Uli0n .lei:! ~ne, ~6riC:Lt -t:O::O~-.:CO':i·eJe~,:bY ;e.~u-~~~~c~· e~~~~;l:pj~:,,: Nfj 2:ri4c;~'f~:J(~tj~t:l~i' 
•• , ." I 

has b~;!an :(~cei"~rjt6 thfife:E:t,ent· ·-~o:·:1'1hidp:;t.h~se ~::tpec:ti'ii.t&on}J· }:'i.Jl'iti~ tieen:"Ns.l;l2i~d" 

.': f'~elmimfry rep~_t;a., iria.f6a~;tf.,~::f~h,a:f:.~n~1~;iet-f~~e"ila±t;i:ii~~.tG~'~:,~;.:; f.~,-$(\~ . 
1~£'1~ l~4i·,,,j~~· O)~ .200 .t.r;l.l~.j:_on ~ei ~tt-:~~:~f~~~a~~;:(tP:~,u~~~a.~ ,;~~~~ ·t~~·~nf:Lr.,t;o~~~~r 
trr.lIlo \¥ill h.1.rdlyba r~v0r9.~d;· :U:rih~', ~o'.lr~~~i'~p.e6¢P'~H·~.Ya!i.';',o , . ',- "'." 

~ • ~ , • '1 ~ • . 

4d:n:illcllti!l by tMne.tiqrl~l(~1?~k to ·t.h0· gO~;~~~~;::I.t. #d'\~~·.t.htlma:r~:eY:·41~~f: 
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t~t@ To'~i.;aaVa~es\.·: 
.r6;;~ of piJti9d) ~~~i~~~.~~..§.:~i?rit .' 
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1'" .'; , 
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!, , ' 

.,:' ,.::;',466 
.110 , .. ':71}
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.1:,i~36 '(:~Pl;,~~~t'e}' :":.:.: .~. , '. ", ,'.,; : < :' '-';" . 
, ." . " ,"\ ,-.". ",

~, 

-,'":.... ,', ,. ,i,.,:·· ",,', , .. ,', " '.•',.:'. 

rr'-:"Tl~.¢ COndl.'.rru.:-l~ep6rt. fr<ii"·~iiicil-:tk.ti.s:.iD7~'rinat.i~avGd'W.t\8 ~nt;,tci~ar.~'·to. 
= . whf.\t. WiiS 'lllEI~n~Gbynnorraal>'inc~e~<~' -~:~Si~ip;b~Yr:thi~, t'e:~~~u~4iri~iuge('tax'~¥d. 

'c'G:l;'ii't 1·ElV~1;1e3,· ~t" :i:ncom:eden.f,ea. fr.oin. gOv:etIii.jen:t~\'ilj;.;.q!i;hea'·:~nterpz:Xse~:f;, :p'r~ 
fi't frOlil i:l&l.le of gold' in.,·-the .~~,e mark~t, •.e;tcr,;·. . •..... . .. -.. , -', ".. . . 

f/ Evidently the 7 biJ~lion,~0i di.s'c~-:epancy' betwoo~).:tli~om~!and sxP1Stndtwu~!'e,.1s.: 4~ . 
•'3 typograpb.icalerT~ir'· in,:·tha, c'6n8ul,~~~~ ,rep'or,t., ..fJ:~,jm.:iJ~:gli' ;ttle -~lli'cnua'tl.o:il:i~ .. 

'd~!"1:'{ttt.d.~·" is, rlot .c~elar"··'"ib.~w~v.~!~_~ .?ihlZcll;::~1:~i.~~·' is "in :el"i;o:r~:~:-" .,.y .' 
, :-/ '; ", ,I ' ,. 
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. ~ ',' ':4 . ,~. ", <.~ ..,~,~.~(.,o.;'<-.',:"J;."~'~ '::"'~~ _.\·,'~,:.· ...H~1 '... j':'.'f_,·' , - .. 
til;;!! end Q:f t.h~ .:.1~caf\o. y:e~r,:.l.';!~;A'4.¢):.~;r~n:¢ "., ~;~j_;~bj;3ji)'&.:t it.,' 1:8:: ~el1i!ivad'. t,h~:t· 

, ::',":, ;.:.:,:?y/, }i }::i!' < <, .·,'t, r> .. ,.'~':. i';; :..:." :,',<:., ... :~> 
I'lJ.i!Ce J::;!lu.'";<.l'.·y ]., 1947.., 'Wi.lan·i~.ge~p.\o.r~~Ii·t:,:tQri~· ;1ipci6~ ~i+~h.~~,t,~~tlii\l~.?,t:ton f;l~i ,.thl~ 

""."'.." ."". • • ."~~:;~'.:>~' .;~~~..... '. ",':1". .' . < ' .. : 'c • 

hAnk h'~;3b$eu·· ('''IT;s.!l·frl.·i~~·1.n;ma.~ng:i{d~;C~Sctot~~gi.}~~~ciZ1:'i. ,~~':~.~~~~t:ti~'·~·
'. : ". ' ': '. ' ...; .;,' . ,",<.. ~: " . .,- ". ' ~. ' . 

.: ." ,t·..,:, 1 .-,," -.;J:.~\:, .,:, ,'" ,"'''' ,:~ ,.:,:: ".:' ".:":,":L~ ,:r'.~;.: .\ .. :~'.,":'; ":::':.,::.:~, .."'·'...t,_~;_.-. ,:'.{>"-.~\ J~" -,:, .'",.J,.

~~rt~iit:.6·1.:: pUiC;hasing ·:P~~D!'. ,~:f.1.b~~g,:~'¢G;!;:~~:;·,aii,:·~p&i61r-).. sh$d. 
" : " " >' .:, ; " ; ,~.: • 

E'r~~,z~·~tir\g .ec 6r'~iir>h:~8'~e~:·ri1p~rrr#;':~t~c,:~~R~ii,~·' ~~~~~'s·~:·t··,i4~~vf~t~f~~~:::bD .. :.' 
.... .Rl:ilf.?l:d.,fj,n pric;aa is' !r:ii~~ij~;";~d~~j~·i(~£i. pr¢b~b{iit.Y':hrt:en .1ni;[iiiciif.'ii't;~~.'':.; N~ivtll::the;L:'~i~f1 ~ 

. 'r2bl.~ •!IIglV~$ .?, .zltlG·.· '4)' :trle'?ri.~.>;.~;ui~.,;\6fi;~;';'~"~dti4r(Sl~~o~)~~:~t'l'~S"~cf" . 
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__,.,..~_~~...~_~.... .u.....~.:.;.;§~.-..-...;~~L4;..:· >.:,~':"/.",>' . :': " :..:' '. ,:;.,"··I,~. "">,':';,.-',','.:,'),", .. , . .* C~11co'1~ted by ·thO~"lln~iieDPent~;ifJ: <t.1sti t·tlte. .S'~t'lS~Cf;;< ~... W'€.?~gh:{Asd· 

. a'V~rage,.Qi' ·.nr,j,ces" ,bas'~),J ·~),1.:t;h;~::quiiitftif.l~· fi qj;<i ,. in/ '~he .';j:eg~:f)inq;.b.:P;i~\k: 
im'irket.s ~'wa;: JU?adi.ll~ 'codr;ui~~ig,·t~is::ihd~~d iTf.{~;{~0±'ghtE3~:~~~{~iJ1~;·.l~fjp.E;f:al~ 
i~dex...e!,e; '. ~O!; ::l;.l:.~;. ti~f\~~;·t?f.:.~~~hs'·fllin,:\~y ?~~;9"k?,~r~~G :g~nr~i~fi;~e1;i:,~'::iiim';::'. 

. p lO:f.:aa ·:ca'!lp~'\5ed.'·.of','X:l:ve ;!iici!ili9:r.ei"ib~a·iii.1 ):inl9,39',cios:b~~ . ' ':\.'" . ::. ". . . , .' 
1H~ Rat..1.i\- ·Pn.·c~ ,~p.dex.~ . ".:.,' ';.,,' , ,:; 

, " ",'," ;:,., .'~"" " ,',:,,, " " 

..-1',' ,_., .:,w.,,-:, .:, .....:.;. :~•.;' " ; ,-'. ': :'-'.1 .'.:~::" ::;;",'. ,t( ." .. ,.~ .. '~~'~'. :.'" '\,'," ... 
Mor<iJ l~~c~n:~' p,r.iRatJ);gul'~'$.~i,f.1ra:,;Rpp¥reil.4y; ri~o.t.. ;~'r,a:tJ.klb~~· :~b'~J:J~h,?, ev:i,d("n~';e. 

, .. ;', (',:. :'"";:'. I ,~I:~'l~;';!'''), "",- lr:"':~""~;~::"'.~"'j'- ':~';,~ '.::,~~~~,f,,·.-'<~!"j(~;;':::~;·t~,.f ",~',." 
augges ts tha.t.pr.if.e~;>in. 'B\l9hiit~f;t hIA-ve :ii1C!;e.(t\s·6~ 'rit~dH.;:l<{~V.r~l&1g "~he' tffin,i:110p.th~1 

. '.' ; I ""!':~;1 . \!!:, " ~:, • , .. ,- .-~, ..: ';.. '.. .,' ..<::' • , • ,j 

" ' ";\. ; ".. -:< " ','. I " , _ ;1 ., :' ". .) .. " -, ~ ""., <:' '~. :·~~,r/:.-~:~; ~..};~~~::l< ~/;'itJ2 :.: ,'.l:~.,\ ~'> ' 
i(~lluwill.g Ju.n.!i:%J.946~;;'·;';!.'he.Uai.t~d St&tesN:ts5i{~1.l'in' ''-l1:''.t· c:l.,:t~r !':60(1$·\r6Ci.t ;;;Ice.ur-l,{ 

, ~ , • • -',' .\'" ,. \ '" • ~ < :# l;',L ,', r' '." ':. . 

, :;<>,.1 (!~::;.:I.\ .~:l",;:::,,':~i~/ ',,': .":;'),;"" <J':,~, .. , 
trt;a.t retail prf~f~~d,:ut:\hg 'ii~:nl;t"i:;'i ·r91<!-7.;'ir~cl'~ase~,C~j" 
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' ' " ":', ',,' ',.:~'~~;t',:';'~:',"~, '\'i:~,~,,~~;~;;;~.~j":~;~"{')",f;:;,,~;~;~;~:J,,;,,':':'N~~':::"': : """: 
, J~~cmo~Z:O"~~l..i(.Qr;.o..!.t~:~tH.l~:;'j"'}~~i'o;,, .. ,,,' , ". "" 

. ;,,:' 
I" ,

!e 
, .'. ;!:e"c!':':'~f~';!r'~·~~~~~i~+~~~~~~~~~~)W~;~; .•.. '. . ..... ••• . ' 

Atpr~pei~t.;:,:fo.94~~,~~fiI:,~·~¢~¥:::jJa.c,~r-::i:~t'R~~~li.Q;~!siint;er~~.~, 
: .. ": ;',', -';- ....) ~<-: ;~.i.\':· ;; 'l'·"/:~· ,:~/:::,; . /~f ,~;~ .' 'i~' ,..,,',". ,:" ~. "", -"r,,~, ":T',-". 

":;rii;i,~ir~o '!he c.Oi~tpi~5:, b~Gji, ;~~~~~~.(:~y'!'~9,~6~:,,~Qt.,;,;,~h~p.~s~ .'~~," .S'~~Te, 

t¥ 	pr~p~ts 'for\ll.,,~;'t~~~~~;.;~~~i~+ v;ii~~~r;~a.~ib~~;'ii .i~ 
imprGb&bJ.e" &ccol"d~;ng ,to' ,the·I:M~nis;te·r,,;ot·[\~gl"i'ctil:t.~re'; ~ha~' ':islly~.:rng' tril+ .b:.e" sO'7l'n 

: ,':. '''', ,," :,' .,>::', f~:,'" <~" :"::l: " ,",.. ;:', 01',', : .. " t ,:'; , ":., , .. 

in t.hedro.ught.,~~~~bpJ,l~:~?ti.i qt~r~~~t:"O~:'iG~:".':tb~ai;abia .. li~a~. ,,' :;r!~lt~:fs 'a,' 

'S6~·iO~1.~Llck o~,s~~o:Joi~' :~~~:'g'~s:~~,;~;:':sU~h',~l,l~, " is' S,,?,.'~,,~,~,:"~,w.'.:~,~~il,' ,1~,~~~~.!l,~.~1Y,',:;"'~:ha,:~V~i<~O 
,,) ~! ,,'. • ~'.:; :'.: <'. ',", " , 

0(; 1I1o:died' nt.h 'the spaae, ~±!icQ, rtuJ~,,;f'~i:: ·tri.ct~ts',' til ,,~«(a,:rc~"::ii~;;9a~~~~t~':~ fcir':plo*!~ng 
• ~(T" ,~, ," ",' '. 'tjl'\~ :,;,.......... ,,"':'. 1":':"-~':"'~"':\ ,,,~'. ' 


a.,,-e we~o , R:1.\liW-\'liJ:!;,.:~l:i;ch. ~afp~~''.~~~''~r. ~t;d ··to j)~~ ~1':'~~r~f:J' gr~~: :~~r~w~~:' is 
I 	 ,:!:~'... " '. ' .• '-:' ..~. :"~ :~, '~ ... ,,~, >' '. ";"'~" \ , .. , • "," ," ':;"',! '~,: '; "" II"J~>~'~,:.~', ":" :..,~. " I ,>. ","~ I' ./~' j'• 

n(~i e~ect.3d, l:iy it,~ 'gciva~:e~l"~::t,:o"r,~q4i"e~p.?t~"s:. o"r,~#~,;.'o.~,?';~?,~?::~9iL~~..1~¥I,ot 
. . 4 .. ".':~: ,", .. -:,.'1',. '1:<-\ ,,,:,~'.:',::, .,:",:.: :.'.'::' t:· .!. ':,' '"', !;'::~. . .'.> 

w);lsat l?mdma1zlS 'tiefore'·iue~,-rl6X£/'har.Veisi~,'. ,,,, '" ,!"".'" 

, ' '. ", ;,,':' ,:' '~<':::: .. "'.'.::,,::~" , ' :"" \ /I:" ,:','. <,\:"':~"':." ". 
'li'r00l th:r~ ,~#1$~'sw,'ve1' ~t;':a~~ r~:ts~r::tnat;>~;aqm~1¥t;£ias~:J:1~ttl~,!p~;ii3p®c.t 

of. euni!>g h~ Cu:'?'~~~~:w}~r.:~b~~~;~.f~~~'rt~.~!0~;;;~.~'\C~~Q"Y 
,ilUporta duririg 'i;hEt,: ;com1ng~l:'; l.tUports'n6:C6ss.iI.y 'i't ,a;~i"c.uXt;ul~J/..industf:1:al 

, ,:'\'f >, ,: ,'~, '~'~ ", ';",:C;,,' ,;:".: : ~, ':i :: :,':': d : :,:,," ~~'" ::".::.~ ::: ,.,; •...: .(' ".:", . . 

produc1i±~n ,~ .,t;~'. :.~~8:~im~t~~ht!!l~~t~4'~t;~ro "b~':f~f~'~'Co:l4(',bi::;~~~~W:i,:!9:liLli~,o",;If 
, . . ,,\ . ' •• ' .,;;:< .:', ' ':;'' ,"'.' .'.:,"\'::;~ ,~/~".,~:",;:,.<:~;.,;<\,,',;" 

t.he r:citce~t, ~~3sai1i:l ;G~se:,Na:f:,:ional;.::&.nk ·l~~,~arG~~fip.y;~!prGCe"a~llt,;,~,:tt;,;S~~$1~'i2l08t 
': , . ~",':""'('d: ,:,~,,,' ".: ,\.' ,"~'I, t "'.': ,:'.l,,':>~':".", '. , ' 

pr.obable that, any"new, loana ,lti.ll be i"basoo ,00 g'old.' ea:niulrt&d, outside'of aw.a..:iies 
, " , .' .:r~ 1~)(,~.; :~~ ,j" ,:~ •.':, ! '. 1 ", r""•.',~ 'J '. • '1~ , : '~'~': ~i":'i.· ..' .' I','1 	 , 

I' 	 c..•..:.+"'.~:".,~:....;a,~" .~, ;>·:,·f:,,·,,',,::, ";:!' :' ".,' .": 
, s~go, ,ill 1J1l'lI.I-"'''',,:,''.~U\;l_,., ' '., '"' '. " ~',' ,;' '. :" 

. . " " . " :':,':': '::'(~ .. : ','. :.,' :, ,,:,";~,:: .' ,~:':'::, ,', "'" ,< 
The ',sue: 'of 'JRik~a:Jl8,a:vai;:t51:b)le",,~gc)l(fr~'siiri¢/~:.h:Qs·b.e~'bmes;·'~;AJjlpfl;&l, 

. ,'. " .'. ,>~',f',.','",,~,>. ".~ ... :;:~,:~~:,:'~"',w" ,.. "..:' ., ';.: ~':':~~'~;" .':"~; .:":','>', .,.~;t;<,~';"· :., .' ,~' ~".:"_.::, 
f!;lctor In, q<iJ.(n:kl;;'£;tiJ;lg:,~~~.\,i?r~~~eC~~:9{:~conahl.~c:s.~..l:(!::~~atior.i,,.:*o::t~~;,p~~~" 

, "', . ,.,".,.: ~. '," .:'" ,:; ,".; '<, .... :,,;:.',.,;,:... ~~,:.~.(-: ''''.' ;-.. ~ ,':_... ·n--:~'·'~:.~J, .. ;~, /:~~;~,,< ./:;/;:,<,:: ::"7":"<':'::" " " 
In ~~Gbr~.f 1946; 'the' ,Ui;~eat' 'date'for WhiCh, o~f:i:c'iS;l:' :t'+gjr.osi:p;.·&1$,rl:lA'61e.t gold 

reaerves '~[i~ •.•~~.~~;l~.n~~:~~·· .•~·.·""'~~5~'tp,.'~ .•~~~;~i~~~.:.·· 
A,,(sl'ags a,imtlal: JUlm~iim,g91d~p;r'~¢ti~n ~ for 't.he,;~~ts·:];940";'4~:':~il'~,,~O \,ki'lQgr't<'1ills 
___# -~:' "" ~:,~~.~! •. ,;',~', ·:'.:C' ,':::, 'L,\ ~.~ ,':_r :',;/ ,:' T~ ••~, .:I,~,,", . :.:~<,':,~: .:~;~:~~~~~~~'~::.~~~~~~~___ -,:,_

V 	Ra,;antpr@Sl!!rtap"qt~,'~o.m:~~a;:~1~·S).t~' ~~<:~~ ~!>~!':i~ ,~:;~,:!?~;.:~o.s~;jJ~~li:~y. ,',.. , 
of a" tbirti""consecuti:we' summarof'drough:tlo .' " ," " 

gj ,Il..bou'~ 37I£i:i~.6ri>'b~heiS:,':' 'i ,,". ',' " , "" ':,"', " 
, '.' .".;, ,,' .~: ,"', ',', ""'. . . " " ,: " 'f' • ' .. l '. ,'"J 

'"', ~ , ~' \ '{: .... 
, ; "~": ~: " 

" .-,., , , 
, .~ '"' ", , ' 


" ..:": 
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. -',';1 ".' 	 : " 
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, I ,.,',;',' ,', :~'·;·:;:.r:,<"':,,~ ~:,'~,': >:,<,,:', ,,:7,,"'::'::';'1:': ,':?' ",,:':' >"'~i;:';>~:-' . . , 
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,to t:nmsf$r the' ba~cao}:*fh~,:'g(it$~ents'~;9f.:'tn~ ::l1[u;tEr(f~ta~s'"~f~/j/~;Bflf~'L~;~',·::,' 

ho~var, .~8· ~op~~:~~~~6~::<~;:.~~\~ji~j~;~~;~~:;~~1~6~:ii, .•_."_ .;" 
17lfr:-Ulal1d HA~r~~~m',:."~:.' :':;~,'/;,,~,~:, :C,:. ,,'.,,'d :,'c,"" ',' •. , ","-' 

'/.,. . ,'~~ tl, ". 
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~,.;, • '-"'~"'1.pRr :/1~47 .i:~""'" 
OFFICE CORRESPONDENCE 

"", . 

TO'_'_-c;I=..J"-'7-'.:''-'saa;;..;;,;;,:;':;:.:f,=-o;;:..rd;;;;..''_...,.....:..-'--~--,:._ 

s, \V~G.' Clar~. 'oy'e~p~se~~~,!l)iv1.i=,'o,u='FROM 

" 

"5UBlECT,_-'--_____ 

=:~,,-:'--,-:~,-'-_______--:---:--

cotS..to Sea_.laCk. aIid~: . 
c' 0'" F 1 .nlil,H'; !f,I"Jl':I1i 

Into~t1on l'~la:&g 'tQ·tlle,'trc$cter:'of ,iiumelu gold:: ,r$&,~. ' . . ' .' . 

, ! 

pn'~h 1$,,:. ~94?lI" ~IB~tion&l ~~' of :~~ia tr~$f'eri':6d', 
• 	 d ',' '.> ~. • • • , 

18.000 ldlogr:allilB,{t20'~tS4iS60),~o,t"g~ 'to 'the 'account.'in 'the :s.1&5 latlOiru, I "," ' ': ".' ',' I" 

B~,(i!" ~:uni·ted~ita~i'. IImleter! 'to 'S.it';ert:ana,lr~lAtl.and ilarri;sou.. ' 

i'biL 'trw..u~ter mak.& it, poi~lb1'e- tor:t~ tlzdtea'S¥it~s~V8~eD.t to ,~o~t 
, ' 

arli fl.'lt6res~d"~r8ons 'tlm:t rt h!-i;frrioe't)JectioD: taUBe"~ "th~;Rtama~ia13 
• 	 ' • '. 1 ' .", • 

GOVl;)mm~~i as ,6ec'l.il"it7,for; a..,~:p of uu1gol.d d~rW-1ed ,01: the R~1anI '" ',' 	 ;,', , ' ' 

tovvrtWfint1,IlS aot baViA6t, ~4tn ac~1ied ,f,rom~r1lll!~ dura, 'tha,cour• ., ,?f 

the recent war. The, Rwrlal'ttan, Gove#OOent 'is in utg&i);t Beed ,Of' f:1fl'ar:.e,tal,:atd: 
~ ~•. , 	 ' • • , I. -. 

i'rOIl ab~dwlth'f1hloh ,to:' ~cll:re~a:~n iimports'to'· rel.1eva:s.~.a't1~., 


, The Department 'Of: StS.t~ afldth~ TreasUJ7 feel that acquis1.f4,:on 

';,"',' .,', '. I '. . 1'·.'. . ,. , 	 . 

ot.wppr~ld.~atel1 3,).;1J:1i:tli~ Qo,l:l.ars of: .Belgi.B.aliOld by t.1'Jb' ~_s 


,eolb&>~~V~d, ;and,thatU~~1:t;1Qtlel '11 muiton ~ou.Q,r. 1A gold: "cdght ' 


,	alJ prov~ to have been lOoted.' ci,~tri~S ~£ we~temEurOpe h1 ,e.lJi(bIa "to 

th181 iO~d. Accord1»~71 '. ~1~~ States GOverimct cculii no~ waive Ita 

Objl,ltl<?ll ,,~gold-S$~ ~B'.:to; theJI.'Wnru1~~GOV8~t uutil 'tl\elatter
I' ':', ", ", ' '>.>..,,",,' " ",,' '" " ,',. " ",,',' , 

bad, r~~~~Aa~~e'an ~p<Pro~rtate ,e~.ount'OfSU:h,gold ,t:orr.fJt1tat~ ,~ 

P9,sefl·· Q.CO::::~~:~::~A:::t2::::~._ a,ae., ~.Gt,.lcou:t 's, eOB,lsti~,~te a tim,4 setti_ilt '0£ c.blW '...gamst. ~la.n:,go14~" ' 

http:f,=-o;;:..rd


"'1 ...... , 

MISC. 3' B.1-.0M-3~.e' ~ FEDERAL RESERVE_ BA~K 

OF NEW YORK 

OFFlcebORRESPONDENCE 
.- I 

DATE____________ 

.SU BJI¥=CT: ___---,--____.,--_-TO~'-----'----------'--'------T--------'--~~~-----

FROM--,-,-~'--c-I__:_,-,______-----,-__ 

olabl1nu .Will e~a t1:bi& 'their ~~g~tlatl~s OIl tnesUbJect.. In t.tW- event 
",'\ . '. - :.' .' ," - , I .. , 

£llil t ,ihi;s depostt-do9snoteove~,tb::iQla1Iis, £inalli' dec1ded.:upoD.: :as . . I . " ",' ",,-.. :' " -' .. ,' '- -: .: .' 
, leglti~~.Rwnartit..will ·bal· ~fi!Ui:t;$dt.o tran:stQrtb.e·bala.Me.Thegovo~ 

, menls:~i·t.be Onl~d states ~::Bri:tttjJillhowvet",aT~d,lspo3ed.~, acc.'Gtt -' 
. -;.. , ; , . :' l ' " . 

the' '.trit.n~r$ror. l$~OOO. ~u.ogrimS€ist:.awJUe·~.,tor ·8, ·tinalGGttloe21t.. h~ce>· .'-- : '. '.:':' - '. ' -.' '.' . . } .... ::' -,.' :g. ..' '. ., 
~eriir6d~t.:· :Uie' 'depO~~t be.rai•.d i1:.o. 22 t.t>n,$;, '. ' 


.. ' T~.goidwlls.trliului:fEn"~d:'tgeae~WltundeT tbe 83.1&0£. 


frlr. Ihlrri8QD ~nord.et". to .6l11iDiIaa::t;a fillY.'po-~5ibillt10r .the a.:po~£t blabg . - ., .. " "', .... , " ." '. ' ,"" " .' . 

·ccm:ai4~t'~dpropar:t.y of :t:b:eUid:tedSt8tl3s:Go~enim~t.. .'TheenUre'l$iOO6 

k_ilJ<r.rawso£ arold are .D.Oll' ·bald: itt .tb@util't.&, ,()~ .tha':.Swie8b#a.t.loMl.,~~~k;a;t·. . lli'J ' " . '" . . ,..,' ," " . . .' . ' -.. 

. Eer~. '. , " "':,

, . 
; i 

,.; .' .. 

i : I 
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---:'. -.~ ..~, ." . __ • ~;-- r'"'1 
:, '., 

f~··";;;~;;iiR~~~giiiilJ.
, M1SC. a B,j~OM-a~4a 

, :,i, .~ r'Of' ~f~~RK( "JI', "[ , .t'I' 

. OFFIC'EC0RR,ESPONDENCE 1 . 
1 :.;._!~: ~-.-~,,:,.4''''' ." lit _~.:Ci.tf" 

,MarCil::':"2l;' 19'J+ft . : DATE ..,... , 

~~s's :Reipo;r.taOB~ iO:·~a,. " rIr;.1 ~;l.lifclj~dTO,______+-~______________ su 
, I·· , :)).

FROM__M_~~,+~_.~:(r~ .. ____________________..._i_z_· 

· \ U' .,

C9Pl\ to :.r.. Moore. 


U)l/" .At your request I made .~ bi"!StigaMon aato th<1~rjj 61 Ii .' 

of50mill1on dollars tof/.tlD1ajlla..a:ga'1nS~co1la'teral~ 

, -. ' '" '.,,', - .:. ! - ", - 'I' 

'4;. 

',.' 

-~;;., :ot,:- th9 lO~, to -~a 're&e~'ts~,'~(ili~tr i~'-:.oon•.ti.~. o~tlie:ioin~'st'~"'~el; , 

·..~t~~«~~~0~~::~;~~~~1~_t;:~~,~~~,,~¥~t·,\··· 

p*n)£.~ " I ( " c ".. ;,' '",,:~:"> ' 

. ~.. 
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.'..',. rw.:1:1T,9:mON 

t.:__~l!5. :1943 
,... ,( '" k"",011emor b2;YmOZ8 Ruin"ln1a i 

1 
I ~yy,~(Yt.A.jA-'. 

J • Burke Knepp k4~"';""",:J-·t.·, 

Fieh'i.t:tone Y'JiththeUnited States 
. . 

, l~u~umla hi!Sn~yer bf.tEltufol"nllit:llyooQU,piM by Ge~a%ly.blJ.;t in 
Sf.lptliOO.bor 1940 Ktng ;CeJrolftbdie~t¢d intflvorot hie 30n':"lCfi~'0J. ',tmu 
r ledttte country. 'TIp51~e was & ~rad'Uel 00rtn.,:ra."lnf1,ltI't',ltiorl..' ana-o\in 
O(ltober 1940 .th!' country: ,wee f.lO 'obvfousl,y u,1ider G6:rm~:n dO'lf,lna~'1'o:n'·. 
tbbl,tH'Ilmanhn ru.n(\s1n:'thls countrY weretro~en'QY' ,e~eeut1v:e<ei~er.

'In 'the- Eitl.Oeequcnt German IlU1h.ry:c~mps.1'gUll!.~Dtne'1,silt:aneond 'in 
RUGSl e: Ger!ileny.h,ll.l.S bad,rull l!umtmif.'ln aooTlsre,t1on,:tIid ll';l.D'ecem.ber 
1941:Rumllll\1e oeola.red wsr: .on t,P.a· Uni,ted ..q,t<}t:es.. ,tTl:I~B oO!r.pHmen1:', :/'ijtif,' 
:r~H31pro~ oted by-tilB U'ti1t@di StE~t6isshor.tly .e.ft'~'r",aT:~.• ) .. ~miti~n 'att~lra 
tnthl'1~s 'co'Ultry are be,tI1S Mmdlaii by the. Swed:1sh,Lesattf:b.li. : 

'. . '" ",'" ! 
, : 

Bumeni·e1GgO:J.:d and do.llar as;se.tlll in .the 'Un11ted :i~t·\,;tes '<;ire 
.rel~tlive.11 Um1t'ed. ' The, Nt~,t1OD~,l B~k o!;f.'umanh hfls'L3' m1;n1o~ • 
dollar,a ,in ~old at 1lbt~ ;Federsl Reflfe1,\Ve:a.e.t1~of Nell:'l York~ ¢ind.~~~~~t ! 
:reports f.ihow 9rullU()n d-ol1e,rs of ltu'IIHi!:t1.1;~~nds :lD..Coollnerci,&l' . batik·s: . 
tnthh1 cell ntlyt 1Ileludlng:3 lirin ton 'dollara 'd'e,$1'8~s ted 'as <:)t:~{~taltUn~8 •. 
Three .,million dolla'I's o,f thef'undeheld 'wHhcoamerci d' 'b~·8'fn:)I~l.'iw·i 
1o~ City by tt~ ,if~t1-ont41 Banli:' of RWnaxl1,a bave b~en u,ttu()hed 'by:the, : .. 
Commta::sion .tor p;o11sn llel1 ill. :L,td.., .es e:IiUgne~', for; tll.f B~n,1£'r)t,lf'oiSmd 
to <:0"1",1' ePolt4l. c,~i;ei!t on Rumen i a ~,r1 ~hlg .ti'l'irn the depi:rfl)it tn, RtCnen1a 
of ;part of: 'the, "Dank :of Po'lend'~ gc.ld .:lrtoldi~gB.er:ter ~he In.'1&G~(!)not 
Pbhud in 19,,9 •. 'l'h~(:)C~8Q is et.iil Pull.d~g,~a.thpu.~'ttJQ1,~~~r:;t:pIlr,ts 
have ren(l ared daili'Sl oneU!lrt1,voJ!'t~'ble ::t,o":,tbe' '!·(rit1\oti"iiil Bsokof' :RUmw,t~. I' 
t tmtght ,,~lao b,~d4,edth*;~RUIla~1e 'has:out'8t81ld'lng. irit~fs ;~oU:h't,i7 
1..1 cOllstd el"abl e volWne of (d611al);~'oon.d4. thc~el'Vice!u.ponw41Oh 'nas be'Etl'l 
suspended. "':, . 

In cont r~st \ to,' tlie ·c£tBe;±~;;;;fuost· GtberIlj6I'mru:l:-diJ~flinllilted'cQut.
tries, the 1'0 10 :no tree Rumanl~'Gci\i:~rt:JIlt'mt~' "Thera 1'3 e tree HtimiUl:l:en 
mO;'~1I1i'J,nt' in thi,S' country.• but, 'tl{.e, /togiciltll:taad of .~1gev;e'r1l1aent l1ie~il~, 
Klrig Cprol ,1.8 not 'l?!;l'80Jla:';i~:r~~~~:::'to;the ipnlt~~~ $t~l~('!a.d'pv(~rnlafm~. , Ktng 
,C~rol ·atpr,lI)sen;t r-:l'&fJ1deel,l!l'k);l~eo, end' is' kn9't'fll,to:h<l'l;y'e ~I!.lvai lel"ge: 
sums .fromee~nt~, ill' this coun.,.w ,to:mee;t his H:~in:g e:xpen/:-I(jjs. 

P.ol.eti",ons.~ thGemfllZll 

I As not~d above. Rumania .hl:ilspa.rtie1i~ted,': wi th'Qen~~~y: ·tn: h~'1' 
111ll'1,ta:ry oampaigns :in. Eaet@lu ·Europe. pll'srt1oU+:arly' in.RU:S~lia,,'G.~:rm~ 
haa very eUcces!!,rta;il:Y plqe'ij ~umS!ll'Ei.0fr e6~latn~t 'lIUl,lga.l:y, en4i'bpt,h .'. .I 

.~~~~,~f;~?·i:;~f1F~~lf~~zenV;~~i'~;f.n
~,:l..P.,;.tI,'~.'''~·h'''''''' (",;-,;.;:"L'b~t~~ ~'''--'. U. ..y ." ·.1I I :.' 

C1""'<-t-t../.. )l·:J~Td'di~..~•.q , . 1 .~., I. 

.' 

I .
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GOV€!l:~~ior S:r;ymozek: ..2,... 
I . 

\ 
;i.:u'gUl!lt l~/...Ci, by a Ger.men-Itali~n arbitration decision, Numsnie. lost to' 
Bung~ry r,;::oat otT.l'<iillsylvaniGl.I:l rtcb province lying bet1\lew tho two 
countr1eriq sr..e title 1lI190 lost to Dul.g~lr1a thepl"Qrtnce of Bukovlne. 
I\u;"tI~mit: hat) €line e \:Jaen cO!'llpenel'lt~d tOlllOIn6 Ell:ttj,iIlt. bow~rv~r,b'y the 
ecqui $1t ion of Rul!lsi.e.n territory on. her northern 'bOrder <-the j;)l"0y1nc e 
of ':i'rt1:ns~lstr18) eIr.ld RUlat:lln1s bas ael>l.r<~ti Gnsto'turt11er 'territory' in 
the Ultrid.ne. 

The ecOn.omJ:c significanoe or Gottril\\il control; over Rumlm1a , 
tlrlGEH~ in. p~.rt from 'Rumanltt'llIexport sUrplus i.lt sre1ns and vegetable' 
oUa (soya bel'llH~ Md' sunflo\llOl' seeds),bnt, more·1mport,antly".from 
Bt~r:iGn1al 6il 'Pl'od.uctioo. This product1f:iln,,\1Ih11l!hcr.mo\1nt~d to. nearly 
9mllUon tons tn' 1936•.,bas. tfallan to '~Cin0 5 to' 6 ti1111lonlil 'a~'a,:re.;. 
ecilt ~f g:rl!!<:lt'Ull deplf';t1on Q.r tho wellS, oeay)lt6'che u:r:'gent ertort;~of 
thi.'.l. GeJ~(v?i.;liO to.m.axinll Zfl tnrtiput.. ! t . st1~lemotnjt8, !to"w.~ve:r, to. :pijrhtlPS 
9tle~tl;>.tr(;l '?:{' tt16 OU:t1'iut of petrclewnwd petrole~m ilub&tit'lit€:i$tn)'iXi:s 
Ji;iiroSl € !, e:'{~lueivoof !C!y runoun1;$ the \~~r.nl'ma m:f.."'i hril.vesullcae:ded111. 00
tf~.I:r.ti.ug frota the ocoup;ed Ua1k.oj) oil f1ald~' in the Cfj'l"i:H~m~B. Thus tb.$ 
~)t1"t.t~eg.\(} ifl'1portfIDce 0·' Rumoo,lmoil!)'rodu~rtlQn'tE!l v-er,; i,;re~t.t·· and 
there bH$ ~ean )ll.uoh talkebout the 01:11'1&:14$ as Ii! bOillolns obj.~ott:~€t. 
So>tf~r !ii':il'i~lqil'}~iI only one raid haf; bli.lenm~e. on the are I'll .bY.Amer-· 
1c~~ bOl'!lb~re, ~md the rl!li;;ulte wel'~~ llotPI.l:rt:tC'J.b:rfly succetmfUL Ti'U~ 
IOn r':l't1,na :r-hu in FiU1t:.l9l1is t!n"el~10re vttltler@bl~ terg.eh t~1:lll. t.h9 Q;U 
'~i;lna ttte:m 61'!1v!as, 1:1.1 t on. tb.e oth~r b:ald,Eit-rOpe hi:'i; S e. ;£;l'~!lt 6xoeae of 
01,1 ~,:).fi ;'lint) ca:peQi ty.l' rrQ bf'l'tJ:l:y th~(ltl f'''CQrali>~t~~:nlf$ midtner ,tr$ns- . 
1I0r1p~~tion:f$i).e1H.t1as flt the !,)fl':tield.Eift;t'ftth® beatl)c!ltoll1:€ obJect1ve, 
t~f',d it 113 slmost: cel"ta.ln tnliictl'U:vtber ~·tt~pts wnl bemedeto e~tteck 
these po1ntf> from thsolr. 

In. tl;e. :t'~ll of 194;:~the N!it.1iiQrl,~.aMk of Rt:m.l.enie.f'ql"llllilr1y 
I~n l.:1uwrl.oitmu\lintillHuUOn.•.JtI:.HiI bl'Ol:lgbtUIW:er~h~ f\ll1 .o(jut:rol of 'the' 
nu~ll~l.i:1;Hrn GovlE'l'nm(3lt(Prereier M.Ahtonsscu. M1i:d.BtElr or Zicprlom1os,M" 
Fi:nteniscu). The Bank had preViouSly is;oqui'rEi-d tor theGQvernm6tlllarg.,. 
lltl,rti:01petl oneln Rumenianfudust:r:r(lnol:\l~iug .theacqtii9:l:t1¢t.1otthe. ' 
telephone ;?l'Ope.tr:tie ill in the countryrC)l~meli'l"h$l.d bytl1e .:IntEll1J.tA"btonal 
Tele~hoIHiI /lind Telegraph CorPoration) .'l.'he~B!3lnkh:aa .ti!i.6nQed bugs G()~
{',nutl«l:t expe.nditureaon the 'flaT, 1noludJ,ns not only ,tballlfifntenl1.it,lC $ ~'of 
the. Bumallim .' :arm1e a, bu:'t61so tbe ~nli1tit "llil!iiO e otG~rnten t'!'<}Ct'pS ~Xlt.b.e 
area. The 8roount' of tJ18 'let t €ir"expenii1ture:s (occjlpat,ion oos:ts) 1;8 not' 

·preoi~e.ly known. The note circulatiOn oftb.e ~dk ~~Qub1 ed.1":rl'li1i J"Mu~rT 
19AOto .J'enu!':':lry 1942 t ' but "i'{as 8tebl'1ized la tl:\~ t1rtlt~ t,;iX\lnontbS: of, . 
1942 et (,. ,{'l~ur0 Off~bou.t .100 bi~lio~ let t$UbS0~U&nt1nrorm:tl,#to~ iff 
not[~V'fIlnable) .v.~ry little lnforli;is;:1)t.on'1'6 avaU&ble eoneei"rill1gt.he 
",:1tntlnian pricQ level, wi) it is b&lhv~d. to hevlilat"1esat i16ub1:l'td ill. 
19j~o end 1941, ~b.i1ef'Ur,tber tnore(l.\sec .. h~vil o~rtf.l:,1nly occu,~relli.,'in 1942. 

GemAll cO~mereial: blnlks' (espe'olally the/Di1iuts,ctio Betlk h~nd 

Dreedner Ber..k) bave pen~tr~t6d into the, Rumanian bm.r£Klng "'Y.~ft;emen<l 


he•• ~er.~ij.dL~lEr ~a(6·pil$'.' 

",' ; 

! 

i,,
x' 
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I 
I 
I 

Also, the nemWlu Goerlx:.g Werke (the hllge ~n!,lE\nbfJIm:vy .industry fmt~r
pr1s~) tH.aS acquired theprlnct pnl heavy industrY' corpor~it'1on in. .Ru~ao.iii 
(MalaJ;:s. Plenti$. Ltd.). ' 

I 
I 

, I 

I. While in gene 1"81 Rum;~1l1t\ a.:ppe~rat~~ tie: 'thoroughly under I 
G®m~lrI. dcmiru,U00 ,. th6'1'~. h'''s bsert certdnevlaen6eof Runl&I1i!!i.tl resist.ce 
_... tOr eXlI:'Im'plot fh.1.lIlI!U.ia l,s known to 'have der!uw'4ed and obte,lnedtrom. 
{}~rmknY several m1111ollaollars in .gold 1npaymen't :tor t,he $U:r:plUBot 
R~l!i!l exports, 'to Germ.y.• w~!.Lle 1th~l:>beeur~po:rted ill tI-;ool8 inetll!llees 
t.tV!i t,:Rummiu has retueodto 'pel'!J11t mOOi tionel @xpQrta of ,f'ocidstUffa to 
Q emany• De8f;:1tee thee,en-s .£..tl.'ree ~ Ru'm~niF.l b,9S! f!.:ct4tl:1 l"ed e'ne'Z!t ly inc';::,ea0ed 
elaima Oll C~rmen,. us El, reeu,,ttof tl~e1r j,Iit~6:rcb.ang'e of'sool.la. :in r,acent . 
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February:14. 1'941 
.' I,' 

I I . 
. I . . Mr,L Gar~r Portuge8e.Gold:Iiold1ng~, 

~.~.'Kn~Pp' 
1 

\. 

!h.~·}LI~S.;rea. Rev1owforOo1;oli.:ri9, 1940. stated that
" ", . . " "".j . ..' I 

th~ Portt.igesoOOVe~t,by sp~olal, deoree. ·1i8.d.authorlr.ed ~he '~ank 
, '. " ". 'I 

or! Portugal: to. reValue" ·ita .g()ld:~df'OI"eip 'ex1hang.reGeri~s on ,the . 
11 ' " ... , . '; ,'.! 

ba~i80ttheH"wket' vilue. . Itiapplii&rs; that.this throws'llght, .on· 
• " ..., ', ", • ." t.:· , , ' " .: I ' . , 

80f' extraOrd1n~~ che.ngea 'w:li1'ob ·.oo~Ur~ecl ~ :~~ '~k' 8 bAlf1moe teet 
• , . , ! ! , " ,~ 

'between OotOber 9 and Ootobe~ 16. 1940•. fhe8e,:obAUg6a mai,' be 8~r-' 

lzed as follows. 1'n .m1:111ol1a ot ;980U4081I . . 

: ooiii~"" 2 Oc~~ 16(.(;"
1':1.0. ' "",' ....... . , "X8F. . '" If, y#,., " ''to' . 

-.a;0 CL& 

_I sse V1I . ~GI+ ,~-~-;I,:JC: , .. ;' ~" I 


Autree dlsp0n1bl11tee • , . ' 

·.41ver8ea, mo.~,.8.,' 'i54 ,+419
, . " ".. ·~'··57.,38""..' " ,,,, 

Autr.:,',e8po..te81•.'~1' f . '.fl7;' .. 
,', 

, I>tseems,hlghll" prbbableth&~(the8e.fd~rkge.:,.'r~~u~~itr.om,;~.
! ' " , 

ap~U.ca.tlOi1 fit :trh~ a.uthor1ty delJorlbed 
i abovei·';~t ,the d~taila '(if': 1ale' , . . I 

transaction' a.r.e far ;tr~· clear,.ob';~Ured' ..u they are ',by ctl1er '~,,~ts
,I . . ,,' ' '. ". ...... ' , ,. ' 

du~tng the ft."~. 'I .. .. i"• I 

I t' 

, .;.' , ' 
\ . At· the fo~r gold oOllveraloll'z"a.te of it esou40 ..· .••07~~ the 


Ban)c'8g01d'h~ld'1rI'I)viel"el:v~1~.d a~;~~l,~~~'1~', ~ .le~~·l~"'~Pto~~ '. 

f ", .: :',,' ", '" "l ;' -! '<; . 'I":' ,; \ •. ,:.. "- , : I,' '2\ . 

mAt
l
ely 1DI!i.1nta1hed t'Qr ,a. number: cit years.' fh'e udddle dol:1Ur~'esouao mar

': . , ,';..'" ;.' ',' ',' ,,' ,,',.', .' .':,... ,", ", .".' ,: 
. kElt: rate.i•. O•.04P3 ,n:OO 'omoudo's", to the. pp~d ..~terl1n'g)J :,.h"ev,&lua~ion, 

:. ,,, ".' ,-' l'" , :, ". -", :' ,.,., : .' ~ ':.'.; ,:" ... ' , . ' ' I!'. . . 

of ,:the Bank'.::~id~g8 ;~t th:ili.·r&te\~l,l~,~~()l&;ie; re.8uitte~;·:l,fla·-~ew;:~SO~dO 
,t " }: ";': r ,.' !', './ ".'." ,.,,", > j,':_~.' : ~t ...•". ,'. r,"I., i .. .' 

figUre of abouth7~5m111'lci~, or an: ll:iofe~ee "~r 791 Jdl11o~ e8~udoa"'j. .." ,', ' . . '.. ,',." ' ", .i'.·. . 
: ," I . :~ : 

I • , . 
i! 

.l.j 
, ': 
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1
. I 

, 'j 
j 	 i . , 

gold price were the basis .:otthe market'va.l:W1t1on" . ...., ... ''', . 'i 
, • I , 	 I ' 

the;gol<i,oonvetsioll r&.te 'WOuld be i e.80UUO. ,$0.4167. e.nd the B~'s . 
'. I, I' ".' 	 ". • ..;, ..,' i 

gold hold~g.8h.1)u.1d,h&ve be~1l revalufit(ia:tl.658m.uilol1 esoudos, I . : . . ' '" . , " 	 '.'" ~ , -'" . '. . ' I~ 

representing an increase ot 736 million. ACtually. hcwever. the in,. 	 , ' I 

1 • , • 	 f, I 

or~,&'le' ~i:t. ,t~ go~(l '~telll ,was onl7 2:}2 im1l:i~OAS. p"QmWbichit mUst tbe 
i '. .." '.. :. '.'.. '. ' .. :. , . ',' .' " ' .. , .. '! 

oon,cluded: (a) that 'the' prev-iou. dOll&r t.lg1p:"e',r~ gold hol~1ng8. wa_
I . .. . , ..'. , 	 . 

w~ high. w~ to tlie~olU81oD ot other a8a~ta.:'1n the go1411._ orj to . 
. j " ......' '.' .' ." >,' '. ':/ '!'~! i, " ,;,,', ..... 

e.n:inoorreotgaltt oonver,.lonl"ate.or(b.) :that ;tb.e: 401letlgure r. 
J "', ."', .... ' : <.". ~:.. ,~\. , .' .. '.' ',': ": " :,' ',.' t ,." . 

main. correot bUtthQ~.the eaoudo gold, it,m:do8a ndty.~MlY re;tleot. 
. .; *, • ..' , ': '.' • t, ',,: .! " , . ' ',' :; . I 

. ma.+ket val ue. '. (~h~,t~'r<i pO,8i'b1.,11ty. ot .• l.~~~. g()l;amov~t d+~g 
., " '. :'! 	 .,}, '".,' ': ' 

th. week 8eema very' 'improbablEh,) " 	 ;,
i . . 

'. ~.. abOlO,. be~een': these tWo e:xp.~.~t1ona,ma'i 'possibly 'be 
,; ~ - \' _ ." ..- ~ .. _ . \ ~ , ' . '" - . . '. " ! " I , 

rel~01.edbi';~ij;,.1~a,~l'a4onofthe 'other ci~'!~.:·1n the. 'b~~~e :"~'~t .. 
• .' , . I • 	 , I' " . 

'; ""'" ,', ,", .' ,\', ,. ,:' ,',- .'-',' " " " .' -j, .

It, the 8eoon~' explru,iat1on !ero<,l9rr~t.: ~$1'\e.\"~I'~luld; 8eem .~~ r.ea~?n .tor 
: : ':" ,. '( ",J, ",':.:'. 0,' .'. ", " i 

other ohangEJII ad:n:~e~8:t par1; ·01 the gOld·I.F,~um 'not t~ansterred to 
.~ , .....: .' '. . ' , . " . . " • '. ..... '. ;,: ""'! . . . .'." .' .:: '..' . i, . . . 

t~e goidl~~·.,tl&~t~e ;e~e~t~ tb. r~~:.,und.r",aU1a'e8, Ii08t&~· _j The 
,; . . .' ':,,' . ..'; " .': " .: . ",'.: ~ , '.~" ,)~ . . .. ! ' 

.large transit#- to.~$lti~s d18pq~b~li~. it"" •.•ft, th"eCJ'~~te~'a strollS 
; ~,~l 	 .1,(:. ': ;.'': -;: ; , • '. i'1, 

auspicion that t,hee.r11er·gol:d,t1gurea ~ol~aed,~non~go14: asaeta; arici 
J '. .,i ,,-:, , '..... /. 1" ", ',,; . '/,' ":,. ,n ....~, . :,' {.;'. ','. . 1'''; :'. \ .. !., ".J 

t~UB Oye~8ta~eathe ;B~' 8 go14' hol~1ng8., ."OJlth1. a.8~t1on.'the al
,'. . : .,',' , "; . " . . . ':, r'· ';' ..' ;",: .,'; '.' .} ., :', i 

l~oatt~n:ot,~he~.IIJ;,aia'..t., ,~'U'aU:tt.$4Ui'~b.f¥1<08" rijth~ _~~ !tothe ' 

preeed1ng ::1t•. II41'.~'~n1bl1i~'8~,O~ 'a':l-t~~~t~./'01;0':.11 ~~l~h~ ,
;' . ." " ,.'" . ; , .'" ..' p,' ... ' ~'.'. . .,'" . r '.\~.'!:, 

in41oat'G, the',;pNb",bll1 ~ that ,theY, \:rer.e. no~,ener,al ,torjJ1:gn ~o'bNlge 

.~'.~.'h1ol~l""dO~lr·' \,g\.~~\~~t8~:,F:,~~rlilt~~,,'_:.,eI!O;' " 
, 	 ;J. " / I')'i ,:. 
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.1 
" ' I
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:ur). GardD,Ol" -~ . 
, i 

" , 
\ ' , ' 

au~,h '8.S!"sterllng_ 
'I 

A mXlor mystery lawb.y, tlle1tem fJ dlspoiUbl1:ttos- oZ;;fl 
: ' _.' ~ , ' , - '_ .  :', _, _. _' ; _,. " . , '.. ' ,_ . I . 

~i~not"1norea~eat all althOugh the aov:.~t,deoree aPlJ~antl~ en,
,\ ,"'",,', > ' " ,'. ,'. 

v,~~aged.there~u~tioJ1,'o.f lle8e~8' in gola:Q~~enole8 a8.w~11 as ~gold. 
! - '. ", . " • ,. i •• , 

' 

I • 'It~ ,th~Jl. '~hit first.interp,~etQt~~n'~8i cor~'ic~~ the BaDk~8 gold' 
I' ,', ' , " , 

hol!~1~g.a8, aho'wri 'in the''bala.noeahee~' ,forf9ctober16 _wlt~d' to \only 
. ;;, . -. " '. • ,-' , , "'1 ", ,-,' \ 

348i.m11lion or' $50mlllon., dep~ding uponwh,&ther i~5 or 166.,. 'an ounce 
" ",' " ..' ,,',,",,'. ',~ . , . ' " ';, , ' L", 

ha,:\been t.C,':by: thetBm:ik,e.athe' cr1ter10».:ot market' v'lIlue_ '(0£ oourse' 
j " " ',", "" )',',", , ", ': 

the :Bank: _y'ha;~e established market value,. r.$du~~' \)y,' theoos~~ <?i~hip-' 
! , i ~ ,1 '. ". ' " ' ',' ••.. . • "" ' ,"1' " . 

P1n~, gold tt):th,elJ~tect Sta.~e8 ,:0'1' the~t.dKmgdo.. ':hutth1' 'dl:tfirenoe, 
1\ ',' " ". " , " " , ,: ',:" , 

1$ not '81.11£101_t to dt'eotthegener81 iig~ement_),' Untortu.nately.' ; th'j;js'
)..; ,< :. ' " , • ";'~.,": • . i 

!. ," " . I'; , '", R "":" ,:, .,," . l' 
oonolus1on'oontron't;~' th~ fact that onOo~1lI~ri'16~ theBa.nk:~t'P-ort\igal
" 1 " _:,-' ,:..' :':. .>"., 1', l' .. ;',', ,". , ":.',' ,"~..-J:.'.' .. i . .,J., .• ,,' " ~.';.' 

'waS hold,lligunder' earmark, in lew York nO 1~~8,th.fAD: $1.6mU11on '1ngolcl'. 
i ,', i ";:'" '" "','".,, ,," , :',,,, " 

S1ne~ this .wnoFtexoee,da even,tberilaJd~Ua,t<~~~ d~e.r1~b~e'"rOlll th:
1
8 

.bOl+. ~.oto.,:~.r~~,•. ~"~ 1Il;~~~~fi:.~~b., "'~74'~~~ 
that 'Partot' the,earmarlted. gold.1I!8:8"held for,th~ '~~otUit ot"othlilf:a or 

. I ,\: . " ..t,", . A : • "'?'.", ,', ", I;~: : i, :,', ".,,',' " ' ,,' , . (: • ' I 

that~he B~'8\ r'ep()r~i~isave fMlsd,' to "r"e&i~tU;go~d hol~1n¢e .11~ 
" "I c ."" " , , " " ,,' ", ' , , ',.', ' "",, ' 

either Oa8e,: 'iti:r~~}p~~aible ~e.t ,tli~'f?l\~.,~l~QIt.' tor,~l~'~o+tt1ng, ' 

on, Oqrb.,.~~,:,.,;'!L~Lt~,<;4"~~~!~~;'~h.;i~~i ~~l, ""',i 
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1-~RO OF" GOVERNORS 
.\.. Of'" THE 

FEDERAL RESERVE SYSTEM 

O.ffice Correspondf!nce 
Files Subject: 

FrOwmL-____~J~.~B~ur~k_e_K~n_a~~~pn-------~-

STRICTLY CONFIDENTIPL 

I received a call today" from Mr. Feue::rlein of tlie Board 
of Economic Warfare, who advi'sed me of the contents of a cable 
just received from the American Ambassador in Spain. It appears ' 
that the Ambassador has ascertained from the SpaniSh Minister of 
Finance that during the last year and a; half Spain has acquired 
approximately 30 tons of gold ($34 million) in transactions .with 
Switzerland and Portugal. It further appears that renewed diffi~ 
culties have r'isenin perl3uading the' Spanish' t'o' accept· dollars in 
paymE)nt for pesetas needed by the United states GoIi:imercial Corpo
ration. The demand for pesetas has incre:~~ed because of stiff' cO!p
petition with the Germans in buying ViolfrC::m:': ~d because of the ~ 
Army's purchasesoftbweling; ,e~c. in'Spairi,:,i9i; l?liipmemt, to North! 
Africa. The Spanish have mare·or: less delivered an ultimatumthat 
they must obtain freely exportabie.gbld'for the increased amount: 
of pesetas which are now needed, and the 'Board of Economic Warfare 
is approaching the Treasury Department to try,to obtain the 
Treasury's approval ,for shipping galdta Spain •. 

~2752B 
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Letter:· 
5th December, 1940 
Dr. Zygmunt Karpinski 
B::mk Polak1 
5, Bank B"uiltlingp 
Prince5~tre.et, LOMon, E.C.2. 
(To OoverpPl' Szymczak) 

i 
I 
I 
I 
I 

. ". .... . I 
"Sino~ I had thela"t. opportunity of wr1tlng,to ,you trotr Pari~ a year 

ago our Bank's pod-t,1Qn. has undergone oon5iderablecnauges•. In the course 
of .o.ur elgpt JaOqf~hB' <~~ay in. France w,e were able: to 81TiIUlge ~ndpu~ int;.o 
order our dOOUBlenta :Grid aasets '116 biad managed to' carr1a.~ fromPQlamh 
The political Sittiat1~ created by, the e"ent6whichh({ppe~6d in Jup:e last 
oompelled, E\S you kn9"'i;both oUr'Governme~t arid:ourseivGs,. todeave! Franee 
forB:d.ta~tl, whore.' tbfivBank of Englnnd ·gave us a very kind reoeption. end 
arrnnged for our. eatabl'~~hing our small ofHceinone .of theirbul1d1ngs. 
ThG J\)·urr.ey·fro~Pari~through :thsSOtlthof .Fl"~n:c$ and p~rtioularly from 
there. on to Eng1a~d was ·made unqer very adver6ec.1rcWnat~noee ~;md·t~'be6:1:des 
other ditf1cu1ti~st iwe:repeatedly had to faco a,ctue;l dange~s. EVentU!iliy 
we, all of us.• ari'1v~d' safely' in ,t~s oountryand,more'ov.er,· :sucoeede!:i to 
bring with usan'appreoiable' partot our dO,owns.uta ~nd' -.rehive5~ Their 
major part, howgvo~,' had, ,owiilg'. to the~rvoiumB'" :to 'be left inFr~c'e•.Un
fort'!lnately, the )7.l1k 'oiOur:uoat' valuablf3: aas~~.::l.I~~· of our gO.+~i' res'ene 
which .had been en~u,8t~' to theFr!itll~b. ~U;~~9:i".ft4~s,' w~a not, in'sp~te of 
the t~rm$ of ~ arrangement 'eqnc~U4~e:d·.·)to.t~t'ef~!i"ct witn ..thE!lll,·" ~sh,~pped to· 
the Vieatern hem:1:aphere.: For : the "time;'belpg :we'ih,av9 )10, ,m~ans,6t":approacbing 
toth&t per't of' our g~l:d ·stoCk 'bUt we hope.:t~~:·iJ:te.u~go,~:iJ~"t:i;{-?'n.SC?Dducted 
by both our Qo....n::ament 'and ourselveSW1;1.iha ,view ert.h~i·tp, r~covex::ing these 
bars or tOiet't1llg their .equivalent in. 8,ome ea:feplti¢flI:wl.'~J; bring abOut e. 
satisfactory s~ttlemeat.lI. 

i·, 

I 
I 
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EXCERPT:lbb 

Optober 7,: 1946, 

Mr". Knapp, ~r. Drozniak" President of the 
, I 

Beatrice Bulla ~ational Bank of F'oland 

~*******~***************~~i**~********~**~*~**.***.******* I
I 
I 

'rhe' prewar central bank, ihe Bank Polski, 'was }Jrivately o,ift.'Iled.! 'It 
maintained an organi.zation 'iIi ton'don'dui"ing the wai', whi,ch was reco'gnize'd by 
the Allied Governments as the'finan'eral agent for the (Lond'on)" Polish Go;verIi" 
menta It has title 'to the Polish gold hold-lngs whlchwere (?hippe'd'abrotid in 
19~'3 an,d esca.ped seize ure by the Germans. The gold rejserve is ,estirilate~ at 
some $65 million, of which ~'27.5 million is, held under ,earmark at ,the Fe:d'eral 
Reserve Beink of New York, while the rest, is held in Lohdon and Ottawa.'l;'iIe 
prewar statute under which the Bank Polski was set up' heis been ~~I),ded by the 
present Government and the Bank has 'been depribed of the power 'oi:irssue~: \ 'rhe 
pi:esentGovermnent ,is, howev;Ler trying to maiI),tain reasonabiy closeT~:la1Aoils 
with the Bank because of the fact that the' Polish goHf resE;rve is, 1~gl§.~,i¥ ,owned 
by the Bank'';Ii'lSl'skisWild:::,a:J!.so'becauseuit 'eont1nues1,,~t<:> enjoy~~n9rmai:;nr~la:t'l:ona ·~w.i,thi t 
other c:entral banks. According 'torecerit in,formation, the GovernmEiht Eixpect's 
to maintain the Bank Folski' as an institution for inte':rnational'tr:aIlsact!i.ons, 
while the Polish National Bank would concentrate on domestic bus:rnel3s. 1 

*******************************************~************~~** I 
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Gov~rHor(,:.szYIitCZak'h~S· advi sed me' that .in ,a,~,e~ri;~~:~a::,Lr 
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claim is to bere~ogntfe~ ~:i;b:eFreri'9h' :~utno,ritf'~a.'•. :;, ."',' ,I 
. '. . . ." ...... .," .' .... ." ',' ..•~". .:J 
. ,.' .• At, ,l,;~list ~p~t of~.tp.i:~.Po.lish· go!.d~amO."AAtiA'g':1Ii;:·all:-:1 
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9allEld.t~a:· ~d~r.~~;~arC~~~~~tSJlce.s, rhe~Tf~~·~ufi.p~ft8,~8'd,: '. 
a qU8.lltity"of U. 'S."goJ;d . coin" f~()m' Canada>;:for.::lfse' 'in :Nor~h" '. :1' 
Africa. It is believed that: ~ ;l;6imarraD.g~m~nt·wafl mad~ be
cause under present.;..laws: 1t:wo~d'not· be :P9.ss'ible:for,the. 

·T:reasury·to purqp.aI8~,tJ;~ '.,S.~, .g6i~,,:coin at:a '·pr.i:ce,iitgher:ttiC!il
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·::~7-:.tbo:::·=t~k7:1::::::~~:=~·~· 
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. """ :wr;tlt ~jlt"t_ ••• ~.~3i14 th&\~~,,~.~~l,.' ' 
Portugal ..·· aboU~ .ia,N\IG:r lo"7,~:,S.iae.tlui.t·~, tllti co.tr.r 'l18;S. ~,,'$, .' 
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JjOVe~..t8 ".~ ~. tU:~~~«! ',.or !~a+ ~~~'.'or ··~.~j:~ed ~t17~'$' 

·SJ;ftS6l111.~~ ,,~, .S"'~~~~ll,~i"~ 'to.:~.~.to~.1~j"'tat ~~' 
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is SlgidtlC"t'" ,~~er~ :is ~volvedi$.n ·~1"1:re~rQ~••~ ~tt_$. 
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