
t.~ EIIORANDUM 

1 am gi vlng herem th an outline of a 
Brazilian-American organization, having 
tor its scope the mobilization of the 
national resources ot Brazil. 

--------------

1 _ The Brazil ian Government will promote the incorporation 

ot a Company. with a capital ot Rs. 100,000: oootooo (one 

hundred thousand contos) . ~he Brazilian Treasury will subs

cri be !or 60~ ot the bonds (shares ) , the remainder being 

ottercJ tor SAle to Brazill?.~ and American subscribers. 

The seat of the Company will be in Rio cle Janeiro, Bra

zil , and the term of its o~eration ~0 years . The Company 

will act under the Statutes whi ch will be drafted by mutual 

a"cord, and it shall be subject to Brazilian laws . 

Z - The Brazilian Government will guarantee 4~ annual in

t erest to subscribers . 

3 - ~he dividends of the Company shall not be larger than 

8~ per annum. 

4 - All pro!i ts in excess of the 8% U:~:i t shall be used 

yearly: 
a)20%. in the creation of a Reserve Fund: 
b)8~ in the payment of the loan contract

ed by the Company. 

5 - The Company will contract tor a loan of 1100,000,000.00 

(one hundred million dollars), ot whi ch 50 million shall be 

suppli ed through the American Government and 50 million by 

Banks or other American private sources . 5~ ot the latter 

quota, i.e • • the equivalent of 25 million dollars , may be 

subscribed by A~erican concerns or citizens possessing 

accumulated funds in Brazil . 

:oa 

!hie loan shall be guaranteed under formal responsibility 

ot the Brazilian treasury, and will perceive 4~ annual int erest. 

6 - The Ame r ican Government will arrange, i n the most practic

able manner, to f acilitate l oans at the same i nterest rate of 

4% per annum, guaranteed by shares subscri bed in milreis as 
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provided !or in the !oregoing paragraph. 

7 _ !he Compan7 shall appl7 ita capital and the proceeds o! 

loans exclusively !or the !ollowing purpoaee: 

a ) r escission o! the contract o! the Itabira 
Iron Ore Company; 

b) construction o! the Rio Dace Valley railWIIJ': 

c) disappropriation o! deposita o! manganese and 
iron ore; 

d) installation o! smelters !or the iron, steel 
and allied industries; 

e) equipment and renewal o! Brazilian railways; 

t) industrialization and export ot rubber: 

g) industrializati on and export o! vegetable oils ; 
h) research and exploitation ot oil !ields. 

8 - With the resources !urnished by the American freasur7 

or other agencies , the Company shall bU7 i n the United 

States , i n the manner found to be most practicable, the 

materials necessar7 tor the execution ot t he program o! 

economic development . 

9 - ' hs Company may engage in the United States the services 

ot techni cians needed for t he study and application of the 

measures herein provided !or. 

10 - The Company will enter into arrangem.ents with American 

industri al concerns for the purchase b7 the latter in Brazil, 
,.,~,....,~~ r.4C c~,....;-- ,.., 

V'Or raw materials 'llbich are import ed i n t o the Oni t ed Stat es, 

and the production o! which in Bra zil i t i s intended to in-
-.-! 

crease~stematize t hr ough the measures herein set forth . 

11 - The Compan7 will give preference to those American firma 

which, in exchange !or order s received, will undertake to 

acquire , through the Company, and i n t ho largest possible 

quantit7, the raw materials mentioned in the !oregoing para

graph, or 'llbieh will cooperate towards the marketing of the 

same in the Onited States o! Ame r ica. 

12 - Interest on the loan ahall be paid at the end of each 

s emester as !rom the date of ita r ealization, and the l oan 

shall be r edeemed a!ter the t i!th year , 

!.69 
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a) from the profits of the Compan7, ae provided 
tor in paragraph 4; 

b) by an annual pa7=ent of four million dollars, 
until full7 redeemed, should the ~orementioned 
profits be inferior to that sum. 

13 - !he Brazilian Government shall buy from the Company, aa , 
soon ae production of the industries created by the Company 

shall begin, all materi als which the Government may need for 

the various public services - railroads and highways, steam

ship linea , military supplies, etc. 

14- The Company may only expend on i ta administrative and 

clerical payrolls a maxim~ of 1~ per annum of the resources 

represented by its capital and the proceeds of the loan. A 

mini~ of 7~ of such resources shall be i nvested in materials 

and in the indemnifications and dieappropriations herein 

provided for . 

15 - The Company may promote the incorporation of other Compa

nies for the purposes set forth in No.7, provided control of 

same by the Company be assured . 

:..£0 

.. 
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Pretent 

llr. Hanea 
Jlr, Gaaton 

February 10, 1939 

llr. lloReynolda 
lira. notr. 

r ,Jrl I had a very suooeufl.ll meeting w1 th 
Sumner elles on Brazil. 

203 

Very br1etlf, eo you oan have a u ttle of the 
background, Brazil a foreign trade 1a on an nen bal
ance, within tl,OOO,OOO. Furthermore, t hey aoouaulate 
through inveetore who have many inveetaente in Brazil 
and others who ha't'e money there , an amount of tes ,000,000. 

Sweepil'lt everything aside, I said that the thing , 
to do wae to develop a Brazilian-American development 
corporation whioh would help Brazil earn more money for 
itself and on this baeia eventually everybody would get 
paid. I suggested a t 1oo,ooo,ooo oorPorat1on wb1bh 
would first go to the American corporation• who have 
their money now tied up in Brazil and aalt them to aub-
eor1be to tb1a corporation. !he Export-Iaport oompany 
would take a elllall piece of it and then go to' the Ameri-
oan bondholders and aalt them to wbscr1be. 

Sumner Wellea ia very excited about thia. Swi~t 
& Co. , Armour

1 
General Electric have their money down 

there and can t get it out. If th1a worlte out tbat they 
oan get their money out and help develop Brazil, we would 
bave aooompliehed eomething -- provided Congreae would 
authorize ue to do it. 

In connection with the aet-up of their Central 
Banlr., Profeesor Will1a• will coae down and help them. 

Sumner Wellee aa1d, 1 I want you to aay aOMtb1ng 
about their 4ebt. • (Facetiously, the Secretary aaid, 
"I will aalt Aranha 'Where do you stand on the Aranha 
debt aettlementt' which waa drawn up by Aranha ' .) 

!he picture ia eo bfd• Here ia th1a bid country 
doing f250,000 ,000 in and 1260,000,000 out. !bey have 
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$40 000,000 that the7 han to pq on their do•et1o 
debt, How oan we Jake BJ'U 1l a r1oh eliO\lgh oountr7 
eo that tht7 oan P&1 1815,000,0001 

204 

(to Kr. Ranee) I bet 7ou oan get all of tbaee 
llrge oountJ'1u who haTe froaln mont)' down 1n BJ'U1l -
JOU oan haT& thea all oome 1nto one rooa and get a Jt&l' 
or no out of thea. 

Kr. Hanu: Perhape I oould. 

Hll~r: All. I oaa &&1 1e that I do not lr.ncnr 
wbetber 11 good, but luaner 1fellee eqe that th1e 
11 the beet euggeet1on that hat been IUI4e 7et. 
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RE BRAZILIAN NEGOTIATIONS February 10, 1939 . 
10:00 a .m. 

Present: 

White: 

a .li.Jr: 

1\nite: 

H . .I! . Jr: 

White: 

B.li.Jr: 

Schoid t: 

• bite: 

H.II.Jr: 

Wllite: 

I!.M . Jr: 

H.li.Jr: 

Kr. White 
Kr . Schmidt 
lfr. Glasser 
Dr. Shaw 
Llr. Lochhead 

Wha t would you like to take up first? 

\Yell, I ora.nt t he trade position first. 

This is a brief sumoary. I can read it or tell you 
t he highlights, if you l~e. 

Now let me - what's her trade position in ')8? 
Let me get that thing fir s t. 

~er f a vor able balance, that is, her excess of 
exports, orhlch s he ' s usually bad in years gone 
by, bas been declining. Last year it practicall y 
disappeered . 

Wha t was it? 

It was almost zero. 

Last year. 

Small 8Jiount. 

Very smell amount. 

Let me get this position for 1)8. 

They bad a slight, negligible - million or so or 
less - dollars of excess of exports last year. 

Practically none. 

Practically nil. 

Now let me just get tllis. Now, wDs it due to a 
decrease 1n exports or increase in imports? How did 
it come about? 
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Whlte: 

H.!I.Jr: 

White: 

l! . rA .Jr: 

Schnidt: 

H.!i.Jr: 

bclutidt: 
I 

'Kbite : 

H. ti .Jr: 

"nite: 

H. !I.Jr: 

•bite: 

IU! .Jr: 

4hite: 

Schmidt: 

H.U.Jr: 

Both. They had a decrease i n exports ••• 

J • • • and 

Well, 1937 was also 
earlier good years. 
a million excess of 

a bad year, compared with the 
In 137 she also had less than 

imports -in ' 37. 

In 1 37 you show a trade balance or 33 million t he 
firs t ten months. Is that right? 

•o ver the full year it did have an unfavorable ••• 

It says 33 million. 

Those are ten months figures. Over the full year -
in the fall of 1 37 tney changed coffee policy and 
the price of coffee fell, so that pushed the balance 
down tor t be year ' 37 . 

We ha ve both full year and ten months. The reason 
we had the t en months was tha t no figures were 
a vailable •..• 

I 'Hant appr oximate figure s . 

Now, how much is her total government debt? 

Her outstanaing foreign debt 1s a 11 ttle bit more 
than a billion. 

I lllean tne tott:l. Bow much does the Brazilian 
GoverMent owe in toto? 

uomestic and foreign? 

Xes. How much is the Federal debt of Brazil? 

This is swell, to stump Barry. I love this. 

Well, usually we do that ••• 
debt? 

Wha t is the domestic 

A good part of the domestic debt has been l i quidated 
by payment of money •••. 

Just answer lilY question. I want t o know. I mean 
I - if you ask me what is the debt of the United 

.. 
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Lochhead: 

l hite: 

s . ..t.Jr: 

'1/hl.te: 

B.M.Jr: 

White: 

H.II. Jr: 

•hita: 

H.II.Jr: 

White: 

SchJllidt: 

White: 

Schmidt: 

'lihite: 

207 
-3-

States, I can tell you. What•a the Federal debt 
of Brazil? 

See, Archie, when I don' t do it the way t hey want 
it, you know, it ' s terrible - complete contusion. 

Harry figures anything you owe internally, don•t 
worry about. 

You don•t worry . 

Bell, they've got to pay interest on it, got to 
take so much money • • • • I mean you eslt me whst 
are my interest payments: my interest pay.ents are 
a billion dollars a year . It ao happens they're 
internal . 

I'm sorry, we'll hsve to get it - five minutes atter 
we leave here. 

What I want to get is, first, the over-all picture, 
then brealt it down. What I want to know is, if I 
were Secretary of the Treasury of Brazil, how much 
money would I have to raise to pay the interest on 
my government's obligations. That ' s where I want 
to start from. 

We'll get it in five minutes after we leave. 

Well, let's start it now. Let somebody start it. 

~ill you (Schmidt) get it right away? 

Start it. Can' t you start it? 

Yes. 

I! ave you got the budget here? I ttllnl< I ' ve got ths t 
broken down in my expendttures- public debt. 

But it isn't a t otal. 

Yes , that •s the total. This ia the budgetary 
appropriation tor the publio debt: 867, 000 contos; 
and a conto is tso. 
You get the total. Tbia is the a•ount o! interest 
which they bave to pay . 

(Sch!aidt goes out) 
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a.u.Jr: 
White: 

I!. II .Jr: 

'/illite: 

H.IJ.Jr: 

ol'!li te: 

H.li.Jr: 

Whlte: 

H.II.Jrs 

White: 

8.1l. Jr: 

White: 

H.l.! . Jr: 

Glasser: 

H.li.Jr: 

1111 t e : 

H.!i.Jrs 

'Hili te: 

H.!i.Jr: 

Vlhi te: 

fl.li.Jr: 

-4-

Nell, tnat•s what I want. Bow auch is tbat? 

867,000 contos . It ' s about $40,000,000. 

How much? 

the equival ent of about $40 1000, 000. 

All right. I mean that ' s where I want t o start. 
$40 , 000,000 is in their budget? 
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That's what they're supposed to meet each year , in 
payment on tbeir total public debt. 

Payment on debt . 

It amounts to about one-fifth of t heir total budget. 

It amounts to about a fifth? 

About a fifth . 

Their total budget is about two hundred million? 

Yes . 

·What? 

Xes. 

Now, the next question is, of the 40 million on their 
public debt, bo• much of it do they really pay? 

Well, tllat they nave paid; t hat ' s their budget tor 
next year , in milreis. Tba t' s in local currency, 
got nothing to do with their foreign 

Doesn't 40 million cover tbe 

I conver t ed it into dollars. 

Doesn't the i40, 00J , OOO mean that that's the interest 
on tbe total foreign debt of Brazil? 

Domestic. 

llo they separate the two? 
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•bite: 

a.!I . Jr: 

'/lhtte: 

B.li.Jr: 

'11111 te : 

B.il .Jr: 

Nhite: 

a.!.I . Jr: 

l'lhite: 

H.ILJr: 

•'Illite: 

a.ti.Jr : 

~bite : 

a. I.! .Jr: 

White : 

H.l.I.Jr: 

They don ' t pay the other at all , and it ' s 1n 
foreign currency. 

That ' s what I want . 
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~be other debt is about a billion dollar s; the 
external debt is about a billion dollar s . I t ' s 
divided i nto doll ars, sterling, and francs . The 
dollar portion i s about 350 million; the exact 
figure •••• 

And wha t would the interest r ate be on that? 

Well, t hey ~de several settlements, and t he 
last settlement was the Aranba plan, in which 
they were paying about $35,0JO,OJO a year. 

~hat was that, interest and pr incipal? 

Well, Just scaled way down. • 
I mean is that interest? 

Interest . 

iney ' re paying about $35,000,000 . 

J ust a t emporary plan to cover - five-year pl an. 

As I understand i~ - make a note , I want to know 
whether the Ar anha plan wcs passed by their legis
lative body and confirmed. 

As soon as be comes back he can give you all the 
details; m&de a very careful study or t he foreign 
debt. 

Let me Just give you- I want to know tbe s t arting 
or tbe Ara.nha plan; was it passed, was i t confirmed? 
And I believe it never was put into effect, and wby? 

'£hey star ted 1t and they stopped. 

Well, bow much d i d they start ? I want t o know when 
they started it, because the thought - wel l , I gather 
t hey 're goi ng to pick up this t hing where be l eft 
it and say , •We ' ll taka the Aranha plan. " See? Now, 

.. 
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'NilLte: 

H.!l. Jr: 

White: 

..,haw: 

i! .:.I . Jr: 

.lb1 te : 

li .:.I . Jr: 

•n1te : 

ii .!.I . Jr : 

·•ntte: 

il • .O.Jr: 

•~n1te s 

H .:~ .Jr: 

r.ochhead: 

H. loi , Jr: 

21.0 
-6-

aid our own domest i c - wha t - you-call-it - settlement 
group here, t he priva te thing - did tbey accept it 
did they agree t o tbe Aranhe plan? ' 

Yes , they agreed t o the tent ative pl an. 

olb>) negotiated tha t for the Onited St a tes?· 

I think Foreign bondholders 

J. Reuben Clark • 

ibe money on tbeir domestic debt - do you unders tand 
they ' re paying that? 

Tba t•s my understanding . It ' s in the budget . We ' ll 
r echeck to make sure. 

gnd the money on their foreign debt 

~ney defaul t ed comple t ely . 

No1v, another question tha t I wont you t o do . 'Hithin 
the l ast hundred year s, what countries - governments 
who owe debts to private citizens - i s there any 
pr ecedent for writing down the principal? 

You ' d like to know the pr ecedents in Latin hmerica 
or all countries? 

In all countries; becuuse Herbert Fei s says ther e 
is no precedent - I mean t ha t tney 1 ll "rite down 
t he interest, but when you tal~ obout writing down 
tbe princip&l, why, you're f lying in the face ot 
precedent . See? Tha t Just isn't done . ~t? 

I t hink he ' s wrong, but I'll ma"e sure. 

Because I know what the Germans have done. 

It •s a question of how you do it. 

That ' s tbe point tha t 1 can' t get. Herbert Feis 
says it ' s perfectly all right if we hod e plan to 
let tbe Brazilian Government - encourage it, I 
tbink be sai d even lend them money , to help them 
buy in t aeir o•n debt at J5 cents on t he dollar. 
•Tba t• s all right, but you mustn' t wri te down tbe 

... 
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Loctlbead: 

White: 

a.!I . .Tr: 

r.hHe: 

l! .II • .Tr: 

White: 

Loctlbead: 

H.li.Jr; 

Loctlbead: 

H.M • .Tr: 

White: 

211 
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principal publicly. • 

Well, I think, of course , that• a the general way · 
1 t ' s been done - beying in d etaul t. 

Eitner that or depreciating the currency and 
accepting the new rate. 

That' s where we•re going to come on, because I 
think it would be - ot course, it Dr . Aranha says, 
•My plan, whatever it was, is all right and I'll 
stick to that, • well, that answers that question. 
But 1t they ' re going to a tart in again - I mean 
I personally can't see any di t terenca between a -
they say, •Well, we can pay the hundred aillion 
dollars , • or to help thea, assist thea- agree to 
lettinc them, say, write the interest down troa, 
what is it, five or six percent, to two per cent, 
and then assist them to buy in t hese bonds at 
20, JO, 40 ce.nts on the dollar. Ethically I don't 
see any difference . 

I don' t see it eit her . 

What? 

1 can't see any difference. 

Legally there is probably a difference on that. 

fihat? 

Legally there is a difference, because if you buy 
in the bonds that are depreciated, the people selling 
the bonds are the ones that are waiving the per value; 
otherwise, if you do it the other way, it's a uni
lateral pr oposition, Just marking t hem down. 

(Schmidt r eturns) 

No Cabinet meet inc, so I can work at tbis this 
afternoon. 

The latest f igures of debt tha·t have been recorded, 
and we ' ll have to r echeck on that , amounts t o about 
160 million dollars domestic debt alone. But that 
means that e portion ot the bud,et which t hey nave 
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H.II.Jr: 

'Olllte: 

H.II.Jr: 

'Nnlte: 

H.II.Jr : 

IVnite: 

212 
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indicated as servicing that debt includes a 
substantial portion ot the sinking fund and 
that's wnat I ' d like to check up betore ' we say 
definitely. 

Well, I think personally it's very 1mportant-
I mean if we•re going to get into this debt · 
thi ng - to find out how they treat the internal 
debt. I mean if they're taking good care or the 
internal debt and all the r est of that, it makes 
their position very much weaker 1t they're going 
t o do something for the people who live outside 
of tneir country . 

Except that in one case 1t 1 s foreign exchange -
a problem - but it does make a difference. 

I 1 m looking at 1t purely from the moral standpoint. 
I mean if you expect to do business, the tact that 
the fellow is a foreigner to you - you ought to 
trea t him as well as you do your own citizens, it 
you expect him to lend you money . .. 
If you•re raising the moral Ques tion, there is this 
important factor we'd li.ke to bring to your attention. 
Mr. Schmidt made a very careful study, the best that's 
ever been made, of their t otal foreign debt: when 
they received it, how much they got on what they 
borrowed, what interest t hey paid, wbbt happened t o 
it, and so on; and it si.mmer s down to this, very 
r ougnly: that the maximum which they got of the 
approximate two billion dollars which they•ve bor
r owed was 20 percent t ha t could be used tor produc
tive purposes, and even ot that 20 percent probably 
a substantial portion, even as much as a third or a 
half, was wasted. 

You ' ve told me that before. Now, what do you mean? 
Define "pr oductive purposes. • 

First place, a good deal of that outstanding debt 
was borrowed in order to pay interest - just r efunded. 
An additional amount was borrowed to pay sinking 
fund payments; in other words , another refunding. 
Some of it was borrowed tor chronic current expendi
tures ot government tha t didn't go into productive 
enterprise. Some went tor military purposes. What 
else? 
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Schmidt: 

71hi te: 

H • .I.Jr: 

libite: 

a .. i .Jr: 

f.hite : 

a .J . Jr: 

White : 

H. II .Jr: 

'lh1te: 

H. II .Jr: 

Whitet 

2!3 
-9-

Some of it was borrowed ostensibly for productive 
purposes; they'd have a revolution and it all went 
to finance the cost of putting down the • • • • 

And then the commissions were high and the interest 
rates were high; so that it' s very difficult for 
them to have productive capaci ty to meet the out
standing .... 

l'lell, that would be an argument on the side of 
letting tnem write down their principal. 

Yes, i t's an argument in f avor of reducing the 
ruaount wblc.h t hey have t o pay, because they can 
claim, •we haven't t he capacity; we naven•t used 
t hese funds." 

Well , anyway, I •d like to .mow - not too complicated; 
I mean one sheet of paper - the domestic debt and 
how they nandle it, what they' ve done, interest 
r a t es, so forth a nd so on; Pnd on the other side 
their foreign debt, and break it do wn as to national~ 
ties, see? 

Now, what I •m getting at is this. I read this paper . 
If I ' m correct, they're about ~15,000 , 000 behind in 
their commercial payments? 

They're more than that, if you include other coun
tries. J ust the Cnited St ates , you mean? 

No , listen, there isn't any use - I think we•ve got 
t o ta~e t he whole 

I t hink so, too . 

How much is the whole? 

65, isn't it - about $65 ,0~~ 100~ i f you also include 
the interest dividend r em1ttances wh1ch they have. 
If you t~e just the blocked trade balance? 

Just blocked trade. 

We don' t know exactly, but 1t1 s probably - my guess 
would be around JO, 40 m1111on dollars . 
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scnoillt: 

~Illite : 

H.!i.Jr: 

\'Illite : 

B.li.Jr: 

fbi te: 

H.li .Jr: 

l\'ll1te: 

SctlOid t: 

Wbite: 

Schmidt: 

H.!l. Jr: 

Glasser: 

H. •l .Jr: 

i{b1te: 

H. li.Jr: 

Schmidt: 

H.!I.Jr' 

'llbJ.te: 

"'1 4 .:. -
-10-

Probably a round that. 

For a total it's between 30 and 40 million dollars, 
of which ours is about 15. 

What I'm getting a t is tbJ 1. I mean before I get 
into many details, what I'm looking at - here ' s a 
country tbat bas bow much export business? Total 
last year, roughly, bow much? 

Between 250 end )00 million dollers . 

Tbey did between 250 and 300 million. And thet 
bought how much? 

Approxi.ma~ely the same. 

About the same. And of that busineas bow much did 
they do with us, how much did tbey sell us? 

23 percent . 

They sold us over )0 percent. 

Did tbey? 

Just about 30 percent. 

About 75 million. 

75 to 90 million dollars. 

Tiley sold us. And bow mucb did we buy from thea? 
Take this back, Barry, because I want to get certain 
basic figures 1n my bead. 

They sold • • • 

Bow much did they 
million dollars? 
bow much did we -

About )) percent . 

do? They sold us about 75 to 90 
Bow much did ~bey sell to us , or 
'38, Brazil, r ougllly, approximately? 

Don't give me percent. Bow much in dollars? 

About 90 . Between 90 and 95. Have to guess. 
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B.ll.Jr: 

White: 

B.M.Jr: 

-11-

4 round 90 Million dollars? 

Yes. 

All right, and how much did they buy from us? 

215 

I do this, Dr. Shaw, I get it in my head, and I 
don ' t forget it. 

Shaw: Yes, I know by r eputation. 

B. li.Jrt 

White: 

H.!l.Jr: 

'Nhite: 

H.M.Jr: 

Wh.ite : 

H. ii.Jr: 

*hi te: . 

H. J . Jr: 

<tnite: 

a . :l.Jr: 

Whi te: 

H.:&.Jr l 

It's a grea t pleasure. This is 
Barry White has all this s tuff. 
time or my life . 

unique. Usually 
I •m having the 

About 70 , probably b et«een 65 and 70 . 

That they buy from us? 

They buy from us . 

65 to 70. So they're selling us about 20, 25 
milli on dollar s mor e than they buy. 

• 

Yes . 

Now, with the business- 250 million in and out • ••• 

Excuse me, that ' s J5 million dollars excess from our 
figures. 

J5 •. 

1ney sell us 97 according t o our figures, and they 
buy about 60 . Their figures were a li~tle different; 
t hese are our figures . 

I see . They buy about 60 . 

Buy about 60 and sell about 97. 

All r ight, now, the figure that I want to carry 
in my mind - here 's a country that I'm going t o 
put this way from their standpoint: 250 million 
out , 250 million i n . They have a cumulative backlog 
or foreign exchange that tbey need of around 60, 65 
million dollars, exclusive of any&bt payment s. Is 
that right? 
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That's right. 

So before they pay any debts, they have to find a 
means of laying their bands on 60 or 65 million 
dollars , and let's say that tbey got it - just 
suppose - in one lump s um; then from that they 
could clesn it ell up - tben from that point on 
how much would they need per year? 

l>xcluding the debt? 

Excluding tbe debt. 

Approximately zero. 

Let's say some way was found of brtnging up the thing 
so everything was up. They need 60, 65 million dollars 
to bring the11 up, then tbey could start witb a clean 
slate. 

Tbey would need, aside from the foreign debt, only 
money to pay interest and dividends or foreign com
panies tha t have businesses there, which in former ~ 
yea r s , the last t wo or three years , has amounted to 
between 6J a nd 75 million - various forms of remit
t ances . 

So you mean on a yearly basi s they need 60 to 65 
million dollars. 

In addition - I mean exclusive of the public debt. 

I mean exclusive of the public debt outside or the 
country . In o ther words, over a nd above - their trade 
is on an "e ven Stephen• basis . 

Approximately, now. 

But they have payments of s ervices ; t bat ' s what 1t 
amounts t o . 

No, tbese happen t o be interest; and the foreign 
compunies build up their milreis balances ·.men they 
build up profit divi dends . Now, if they wa.nt to 
let tbem pay t hose , t hat will emount to , I'd say, 
between 60 and 70 million. 
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You mean that if the foreigners want to witbdraw 

their profits each year , it would take that? 

Pr of its and their private debts, you see. 

But would it mean that much e ach year? 

Wight mean that or more. Did mean that before. 

What? 

It' s been running a bout 60 million dollar s a year 

remittances on account or profits and ••• 

Then that comes first. Then, on top of t hat, comes 

the amount - wha tever the interest is on the billion 

dollar s . 

Tha t's a government debt. You see, that ' s the 

Federal, s t ate and aunic i pal - the bill i on - whereas 

there a re some other debts that are private . 

'l'tu.t t s a t ough pi c ture, isn• t it? 

It ' s very bad. Tbe trade picture is bad now. 

hopeful that 1 t may get better. Wide s wings . 

much or t heir business de pends on t he price of 

and coffee, particulerly coffee , and it may be 

1f there is e good year outside, there' ll be a 

of as much es 100 million dolla r s a year , 150 ; 

if it doesn't they ' r e l icked . 

It's 
So 
cotton 
that 
swing 
but 

'//ell, a f ederal reserve bank or central bank f or 

them gives them more perfect machinery, but it isn't 

going to give them any for eign exchange . 

They don't even need a central bank very much. The 

Bank of Brazil functions almost in identical r espect 

as h centra l bank, even to the extent or the goven1-

ment control . Isn't that so? 

(Nods yes) 

Yes. 

Is it a t all like tbe Bank of Belgium? 
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hnd appoints the directors and appoints the 
President. The President can be removed and the 
?resident has power of veto. 

;/hat the· hell do they need 1 t tor then? 

It's trivial. They want t o be like every other 
country. And there's an internal tight; the 
group who wants to be in the central bank, · 
thinking they may get &.•litt le something • 
Well , t hat isn't going to help anythi ng. 

No . 

As far as the public goes, the Bank of Brazil 
has been the central bank tor years, and it's 
always been considered, if you do any business, 
L S a government bank . We &lweys thought of it 
as a ~overnment bank. Used to guarantee the 
Government ' s obligbti ons . Used to get t heir ..•• 

... 

Not ~nly that, but they have established a foreign 
exchange departme.nt . The Bank or Brazil controls 
the foreign exchange. But the man in charge is a 
government man, government-appointed, and responsible 
to the Government. There are slight advantages in a 
centr al bank, but as I say, they are of minor impor
tance. 

VIall, I' d say that's of minor importance. · 

Now when i t comes down to looking at it - I mean 
I ' m s t arting from- I'm Jus t beginning, Dr . Shaw. 
'liba t it amounts to is this. The thing for us to try 
to do in 8 big way is to do something to help Brazil 
become more productive . Is that right? 
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That ' s the problem. That' s tal problem. 

And a central bank isn't going to do it, and backing 
for their currency isn't going to do it. I mean a 
silver or gold loan isn't going to help them. 

Slightly, but it doesn't meet the ~roblem . 

Doesn't meet the pr oblem . 

It 'ROuld be assistance, of course, along with the 
other. About 13 percent ot t heir no te issue is 
backed by gold. 

I see; I r ead that. I tbought you said 12 this 
morning. 

llaybe it i s J.2. 

This is most unusual~ and I'm making the most of it. 
hll I did was t o read what White wrote. And I read 
part of yours (Shaw); I haven't read it ell yet. It'' 
very interesting. 

Xou did get us off ba l ance. We needed another dny. 

'lie were caught ott balance. 

Well, it makes it more fun, 

l::.ven so, llr . Secretary, I t hink you know more about 
the finances of Brazil t han t he llinister ot Finance 
down there. 

No, I don•t. But I'm so sick and tired of making 
these things so terrifically c omplica ted, and I'm 
not goins to get bogged down by doing a lot of 
winPOW dressing . I mea n I went all through that 
with brazil last time and spent weeks and weeks, 
a nd it was purely window dressing and nothing hap
pened. 

Now, I•m Just wondering - I menn and I've seen the 
State Department work a nd I'm so f ar behind in my 
own work - I mean in the sense of decisions that nave 
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to be made . I mean not - I mean Soci al Security 
and that sort of stuff that ••• • 

You' re asking t he basic questi ons. 

I don't want to get involved in a month' s trading 
unless there's something in it that's going to do 
it. Now, bere•s this country, a.nd all I need is a 
felf basic figures , and wha t I ' m going to do is get 
bold of Dr. A.ranha alone after I get this thing in 
my bead, and s i mply say - be•s a smart fellow. 

Now let me get one other picture. As I understand, 
tbe picture in the Argentine in relation to the 
Oni ted St a tes is different. Have you go t that in 
m.ind? 

Kr. Shaw knows most about that, far more than any 
of us . 

I mean can you give me what is their trade in and 
out, and their business wi th us? 

Ob, I see. 

I mean I'd like - they 're tbe two rivals. 

No , I don ' t have the f i gures. 

Not the figures, but «e can give you that. 

See, give me the same picture on tbe Argentine - the 
annual business 1n and out, their business with us , 
their debt picture, bow they handle it, see? 

Yes, we'll do t hat. 

Let me just have it, because tbey 1re the two oppo
sites and aren' t they also tbe pr incipal rivals? 

rlivals , exactly. 

And then this whol e ques tion of armament comes up . 
What pr oportions of the budgets of Areentine and 
Brazil go for armaments? I 1 d like to know that. 
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It's rather hard to tell that, because they don•t 
make such things public . 

Vie have something. 

\Ve heve some figures, yes. 

••nd then - know what I think, Harry, we could do? 
1/e could get Federal Reserve of New York or 
o\ashington to carry the bulk of this negotiation 
for setting up the central bank. Let them do that. 
I' 11 let Professor Wi lliams carry that for me. 

!l.r. Schmidt can help. He• s been there for years. 
lie made, among other things, a very extensive 
s tudy of the central bank. 

I won't hove t o sit in on tha t. 

That's not important. 

! t' s not important. Don't see wby Schmidt should 
si t in. "As l ong as it's not important, let 
Schmidt si t in on it." I don't think that's nice. 

That ' s all right. 

How's your Portuguese? 

It ' s in pretty good shape. I hove a chance t o keep 
it limbered up. 

Do you? 

I have some Brazilians sround town here that I have 
luncheon engagements ~ith. 

Is tnere any r estauront in town where t hey talk 
Portuguese? 

None that I know of. 

Do you (Shew) t alk Portuguese? 

Yes. 

~e huve two now. Fine. 

.. 
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Do you (Glasser) talk Spanish? 

Not too well. 

Collado - is that the way you pronounce it - be 
works closely with us. 

Col lado, in the State Department. 

He's in State Deportment. 

Professor Wil l iams asked. 

He used to work with Professor Williams. He's 
a State Department man. 

Be said if you wanted to use him he'd be available ••• 

Collado. 

••. to Williams. 

If you need Spanish 

I mean if the big thing is going to 
bank thing- I mean it ' s Just ••• 
really gets down to whnt productive 
Dr. Aranha want to take, and can we 

That's the problem. 

be the central 
Then t te thing 
efforts does 
finance them? 

• 
\ 

And now that ' s the nut to the whole thing, the meat. 

That ' s right, because unless that's done there's no 
use of cleaning up their temporary situation, because 
it will Just mean that you tll lend the money in order 
t o clean up their present balencea; it doesn ' t make 
Brazil any more able to either meet her outstanding 
obligations or to improve her trade position. 

lion' t you think the main thing t hey have in mind is 
trying to get a gold loan to clean up the present 
situation with the hope tha t there will be a com
modity rise t o lift them out of the depression? 

That ' s right. hnd the State Depart ment ' s first memo 
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practically paid no attention, v ery little attention, 
to the productive l oan end; they were interested 
exclusively in clearing up the present blocked 
balances, from their original memo. 

Well, I think that I would say, one, a meansshould 
be found to bring them current on their f oreign 
exchange, because in that way, if they were current, 
then they could trade in whatever market was most 
desirable to them, which would be in their interest; 
it wouldn't be in our interest. 

And then the other thing would be - I don't know 
how to do that. That's a l ot of money, end also 
we're not interested 1n lending them money to pay 
up their back i nterest t o countries other than the 
United States merchants. 

Par t of that 65 million i ncludes the profits a.nd 
dividends which private companies have piled up 
tha t they want to get out - probably a third of it . 
So the commercial balances alone, a s I s ay, ere 
about hal f of that, to all countries. .. 
Well, that offers this line of thought. I'm thinking, 
I'm groping. The thing I'm thinking about is this. 
"up,>osing they had a ten million dollar project, a 
r ail road, a rectory - e nd through the Export-Import 
I think 1 t would be interesting t o try to get America.n 
interests down there to t ake part or that stock. 

With their blocked balances. That's the thing to do. 

I want a list of the r eally big concerns who are 
down there. Swift and t hose - have you got them 
wno are the big concerns down there. 

United States Steel Cor por ation owns manganese 
aines, does shipping. 

Who are the big ones? 

United States Steel, end the packing companies -
Swfit - the utilities, StBndard Oil Company, DuPont, 
Westinghouse. Ford's down there . 

The automobil e business is very small. 
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We used to finance their term contracts . They were 
tied up on installments; they managed to get most 
or it out. 

No, not no·•· 

We exported automobiles, 1) million dollars , in 
19)7 . Probably not much more- the ' 38 figures 
aren't in. 1 3 million, but it happens to be our 
mos t important single classification of exports. 
The next highest to the t becomes gasoli.ne, which 
is f our million, and then ••• 

ole11, 1 1m thinking if the thing- if there's so:oe
tbing could be worked out, as I say, where they 
bad a proJect and then some or these companies 
would take some of t heir blocked money and invest 
i t in the Br azilian thing, und then the Export
Import t a.ke part of it and • , , , 

hnd the foreign bondholders - tbey•re the ones with 
the big blocked balances, they're the ones t ha t are , 
going to make t he most tuss about lending them any 
money unless t hey make some poyments - if they can 
t ake a portion of their payment in milreis and then 
r e4u1re tba tthose ailreis be invested in some com
pa nies - enter prises, direc tly sharing with the 
l:.xport-Import l:!ank, and 1f they promise not t o . with
drew their dlviaends f or a f ew year s , t o give Brazil 
a chance t o get on her feet, they could make a much 
bet t er settlement tha n they could make i f they 
insis tea on immed i a te payment. 

hguln groping, I wonder if we coula f orm a hundred 
million doll&r cor por &tion in t he United States -
Br az i lian and United Sta t es company to do business 
between the two countries . 

I think that's t he way to envisage the thing. 

hut the company would be loca ted here or tner e? It 
doesn ' t make any difference. 

You ' r e dealing with very l ittle • •.. 

Let's say e company - they're locateu 1n the Panama 
Canal. 
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I think the Brazilians would probably bave to have a 
majority of the voting stock. 

That's all 7ight, and then out of that company, 
you see, the Export-Import Bank would take a piece, 
the American companies down there could ta~e a piece, 
the foreign bondholders could take some. But th.is 
company would be solely f or the advancing of produc
tive output in Brazil. 

Reconstruction. 

Yes. 

That ' s right. 

And then you1 d nave t o make some kind of an earmark 
basis as to interest, and so forth and so on, and 
you might even have to put their coffee sales 
t hrough, or something which would convince the 
people that this is the number one, the apple of 
the eye of the Brazilian Government. You see? "" 
Something . And I' m just thinking Huh? 

I think that ' s the approach. 

What do you think, Archie? bomething like that? 

I think that -of course, I 1 ve been reviewing in 
my .aind tbat we've been trying to bring the different 
classifications together t hat go in there. I mean 
the export would be cash, the bondholders' payments 
would be a different for.a. But I think the main 
point you're getting down to is the point there tbat 
to effect any settlement there we have to think in 
terms of milreis rather than dollars . 

l•nat• s milreis worth today? 

The free is about 6 cents. 

Tbe free is 5 cents, 20 to the dollar. 

Whet's the free? 

S cents a milreis. 
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The free. ~d inter nally? 

Internally the official is a little better tban 6 
cents. 

I think, to be realistic about this, we ha ve to 
realize, looking over this debt structure, that 
there is no possible way for them t o pr oduce enough 
export capital t o pay for that export money, so 
therefore whatever goes out has t o be worked out 
i n the f orm of milreis, w1 th t he people taking 
their chance in the future of getting their aoney 
out. 

Unless there is a war r aising the price or cotton. 

Na turally, e ll the Sout h American countries are 
commodity countries, and if that happened they'd 
have a period of flushness. 

Only tor a few years . 

II 

That's their trouble. As I lil t their approach, their 
hope is tba t there would be some flush period that 
would take ·them out; which does not solve their 
problem. 

That's a hundred percent right. 

What I think they need is o hundred million dollar 
development compa~. 

Tbat' s right, except, a s I say, the capital should 
be in milreis; that makes it possible for the blocked 
balances t o be invested and apportioned, end we supply 
the rest or the foreign exchange. 

And I • 11 talk a hundred million dollars - in view 
of their 65 million dollars back balances , I' ll 
t alk a hundred million dollars. 

Very much of that money should not be used to 
meet, this current thing; there would be nothing 
lett. 

No, every dolla r of that capital should only be 
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invested in a productive enterprise . Every 
oollar . 

In an enterprise that will increase Brazil ' s 
capacity t o export or to pay some time later . 

Yes . 

I think that ' s the onl y a pprosch . Otherwise 
it just 

•<ha t do you think, Dr. Shaw? 

tlell , I was thinking mainly of the problem from 
toe poll tical point of view. I 1 m very much against 
any c omoitments of that sort now on the par t of the 
United States because 1 think we• r edealing '4'ith a 
social and political volcano down there which might 
e rupt a t any ooment, nnd tbnt therefore any big 
assistance which we lend to Brazil, even i n this 
form , might very c1 efini tely s 'Hing the trend of 
Br azilian evolution, which is now definitely 
wobbling, in the direction which ultimately might 
be ha rmful to our interests as well a s to t he 
interests of Brazi l , or solely to t he interests 
of Brazil, which would r euct unfavorably on us 
later on. So t hat unless that Nere done with a 
p~or .. llel progr&m Of WhOt b LS become kno•.vn a s 
"culturteering" in this day • • •. 

"Culturteering" - that' s a new one • 

.•• - pl aying the game which our rivals a re doing 
down there, i n order to bolster up the old friend
snip of Brazil f or the United St ates, using t hese 
imponaerables and mora l f actors to make this 
material nssistnnce work, then personally I t hink 
He would be extremely unwise in committing our
selves to bolster up this regime or Mr. Ar s nba 
or a ny particula r group now in power , unless we 
do the o ther i n or der to snfeguard our pr esent 
and future inter es t s . 

VleJ.l, I •m not sure what you mean b;. t he other 

I beg pardon? 

.. 

Regraded Unclassified



a. r.r .Jr: 

Shaw: 

H .. l. Jr: 

"haw: 

H.li.Jr: 

Shaw: 

H. M.Jr: 

228 

What's the alternative? I mean what I'm thinking 
ot is this: Supposing we do nothing. What will 
happen down there? 

It ·we do nothing at all , then w e• re going to run 
the ris~ of losing the fri endship of Brazil 
altogether, and we ere cloaer t o that now than 
I think anybody realizes, Ur. Arabha ' s interview 
to the contrary notwi th~tanding - llr. Aranha • s 
interview this morning in the paper . I think 
Brazil bas been within en ace ot jumping clear 
a· .. ay t rom us within the last two or three years. 
It we do nothing a t all, we actually run that 
risk. But the danger already exists; we're not 
going to create it. Now, if we don ' t lend this 
money or play the other game, that's t he big 
danger . Now, if we lend tn1s money, thht is, 
set up a hundred million dollars here, we run 
the risk of losing that; we also, on the other 
hand, ha ve the opportunity of swinging Brazil 
in our way. But there are the t~o elements: 
one, losing the •••• 

~ut I don't - I want to go ov~r it again, because 
I don't quite understand. This is the way my mind 
is working, a nd if I•m wrong I want to know it. 
Unless we do something like this to help Brazil 
develop itself, I agree with you tha t the chances 
are that Brazil will swing away and seek help 
other ways. Now, in doing thls, 'Re can't nelp 
but strengthen the present administration down 
there; but the other alternative is to do nothing 
and have this administration be rono .. ed by one 
which is much worse . 

•'ell, that 1 s entirely ;>ossible. 

Aren't those the two horns? 

On the other hand, I think t he program of "cul
turteering, " as I celled it, might safeguard the 
situation without involving the bigger loss which 
would come from setting up this hundred million 
dolla r s alone . The ideal would be t~ pl ay the two 
things. 

Oh, the two. 

.. 
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Ha•a stressing - he has with me greatly - that to 
make a~ financial assis t ance while ignoring the 
development of ideological or cultural relationships 
would be risking that money beca,use they might swing 
the other way. Be feels very strongly that they 
ought to spend some effort, some money, along with 
the fina nci al assistance to combat the enormous 
effective propaganda which Germany and Italy are 
letting loose in there so that they won't get t he 
fruits or our financial assistance. 

Well, Mr . Welles is here. I'm going to talk t o 
him, and we' ll continue t his afternoon. 
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February 11, 
10:00 A. K. 

1939. 

J(r . Schmidt 
Ur. Glasser 
J(r. White 
Kr. Shaw 
Krs . Klotz (briefly) 

I hope I 1ve got what I wanted better than I 
think I have. 

(Dowling comes in. H.M.Jr: Will you empty that?) 

What method in this memorandum do they propose 
to use to handle t he foreign exchange situation? 
Kr. Welles seued to think that was al.l right. 

Their current foreign exchange situation, presum
ably, is to be cleared up by a loan here. That •s 

what the State Department is thinking or; what's 
Brazil t hinking or, I don' t know. But Brazil does_, t 
have enough foreign exchange, or gold, to clean 
it up. They may- there was some talk •• • •• • 

Is it in this memorandum here? 

In their memorandum, yes. That is what the St a te 
Department thinkS or doing. It is by implication, 
not directly. 

lfot directly. 

They did have this scheme they commented on in 
which they want to suggest that Brazil collect 
enough money to liquidat e those balances over a 
period or time by h8v1ng two differ ent rates, a 
buying rate and a selling rate, at which they 
would sell at a higher rate than they buY, and 
make a profit, and they would vary those rates, 
vary them to spread, tor the purpose or discourag
ing importa, or encouraging expor ts, and thereby 
showing a balance. 

I ' ll be back i n a minute. 

(a.v.Jr. leaves t he room.) 
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(Returns) I'm sorry, gantleaea, but I•ve got a 
lot or irons in the tire. Is it too cold 1n 
bare? -

I am comtortabla. The wiDdow ia open. 

About 72°. I think t hat is all right. 

How, the thing that I need right DOW - I am going 
to ask you the things that I need. 

When did the Aranhe debt settlement start? 

In llarch, 1934· 

It was completed? 

That is when t he payaents began, aDd the negotia
tions were completed ••••• 

Becan? 

llarch, 1934. 

llarch. 

The decree was signed the month before. 

How long did t hey live up t o it? 

They were supposed to live up to it to the end ot 
19)7. They actually stopped one month short. The 
last payment was November, 1937. 

Last payment, when? 

November , 19)7. 

I think there should be some expla.na tion t here. 
It was to expire officially 1n llarch, 1938. They 
suspended it November, 1937, but atter suspending 
it and announcing they ' d pay no more, the Federal 
Government, nevertheless, paid what it owed on 
its own debt in accordance to the Aranba plan -
t o llarch. They didn ' t pay the state and JIUDicipali-
t iea . 

Tha agreement? 
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Supposed to have r~ f our years, 

It ran to when? 

!larch, 1938. 

232 

llarch, 1 38. On the Federal debt, they lived up 
to it. 

They pa.id that . 

Now, when that lapse from llarch, •38 to now, they 
paid nothing on the Public? 

No sir . 

'lfbat was it? 

Total payments during that period were about a 
hundred sixty-five million dollars. They were 
scaled - they began with thirty-five and I t hink 
t he last •as forty-five million a year. 

Yeah. 

That was a little less than half of what the 
payments should have bean, if they didn' t scale 
them down. About a hundred million dollars a 
year is •hat they should have paid, • hich would 
have included approximately thirty million 
8lllortization. 
What I want from you u, it t~y distingUish between 
llr. Welles said - I talked to b1lll about writing 
down the principal, and he said t bey have already 
done that once. 

I don' t know. 

That is the illlpression he is in. 

I don't lrno•. 
Be said, •Already, once they have wrote down that 
debt - the principal.• 

That is not Dr'/ understanding, but we did find , 1n 
response to your question - we have here eight 
cases at least, in which the principal of debts 
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of various countries have been written down. 
Three of them were in Feis • own book 
incidental~y. 

1 

Well, the point I em getting at is that that 
t hing - llr . Welles is under the impression -
so I think we ought to go back and check 
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with the St ate Department and see where be gets 
his information from. 

Now, the thing I ' d like is Just 1n simple form, 
unless you•ve got it, is to start our description 
of what the debt settlement was 1n 'J4. 

we have a brief deac.ription or it, am we also 
have a long description, but the brief descrip
tion is her e. 

Well, let me have it. 

On page two of the debt situation. 

(Reads memo.) (Over telephone:) When !Irs. IO.otr. 
comes, let me know. 

Well, this is - I ' ll have to t ake this and study 
this thing. 

How, let me just tell you, with llr. we~les what 
happened. He was simply delighted with this sug
gestion of mi.ne, ot a Br azilian-United States 
Development Corporation. The best suggestion, 
he said, bad been made; the result or which he 
couldn • t get Aranhe over here quick enough. And 
what be is proposing, I talked to billl this morn
ing - I mean, be just cculdn't get h1ll over here 
quick enough. He wants me to tall to him about 
four things: 

1. Loan of gold and silver as backing to their 
currency. 

We can give you that information about that . 

2. Assist in organizing a Central Bank. 

Yes, we have. 
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I'm just giving you t hese. 

.3~ A hundred million Brazilian-United States 
Development, particula.rly the idea of using 
blocked currency, American currency to subscribe 
to t his thing. ' 

You are working on that? 

We have a couple outlines here. 

I won't need it. 

And then he wanted me to mention the debt 
settlement. 

How, what you•ve got may be - I am just going to 
take - he wanted 111e to bring it up, and I am going 
to do it. 

The debt settlement. 

The debt settlement. 
minute and read this. 
talk to him about. 

I think I' 11 just tal<e a 
That's what I ' m going to 

I ' ve got a brief of the debt settlement here . 

That's all right; let me just read this a minute. 
(Reads memo.) 

We have a very detailed account of that, when you 
are ready. 

.. 

Yeah. I just want to get this thin& - I am getting 
what I want. It says here, • •••• but the Aranhs 
plan cut the payments less than halt.• 

A hundred million a year, and they made it a 
hundred sixty-five million for four years, but 
those payments, with the interest payments, and 
the amor'tization payments - and so they didn't pay 
at all, either interest or amortization. 

They divided all the bonds into eight classes and 
treated them all differently. 

But get this thing for lllr. welles. 
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Yes sir. 

Well , I think I 1ve got enough without - I t hink 
a l i ttle knowledge is dangerous . (Laughs) 

Just the high-lights . 

And I t hink that after all , with this , what we•ve 
got is a program, and evidently 11r. Welles likes 
it better t han anything that's been suggested . 
Those f our points, you see •• •••• 

I would suggest possibly you might Just read t his 
one memo . That is just for the current situat ion, 
and how they might pay it. 

(Reads memo.) llr. Welles said something to me , 
which is very true, that if we could get Brazilians 
t o have more confidence in th~ir own currency it 
would be very helpful. You remember that short 
period after we bought the thirty odd million of 
silver from the llexicans, and for t he short period 
there, I mean, their currency snapped right back 
and, again, for a f ew days currency flowed back ' 
and flight of capital ceased and t hey slapped on 
that stuff; it looked as though they had turned 
the corner, and I suppose the same thing is t rue 
in Br azil, that if the world was convinced that 
they were going to handle their finances in a· 
satisfactory way you might have a return of capital, 
or, certainly, it would be satisfied to stay there 
anyway, which is ~porta.nt . 

There is a flight of capital now, but it would 
help. 

You asked if they intended to do anything. They've 
got a tax now which they hope will yield about 
thirteen million dollar s during the coming year; 
a tax on exports which will help liquidate the 
current balances. 

(llrs . Klotz comes in.) !Irs . Klotz, I think you 
know everybody but Dr. Shaw. 

Bow do you do , Dr. Shaw. 

A tax on exports? 
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Exchange purchases, really; anybody wants to bu;y 
exchange has to pay a tax. It he wants to bu;y 
it t o pay for goods, it is a little less if he 
wants to make a remittance. 

You w1.ll have to be thinking what kil'¥1 of legisla
tion will be needed if we were going to make a 
gold and silver loan to back up their currency. 
I don't want t hat to go through t he Export-Import 
Bank; that would be a direct Treasury loan -
Treasury to Treasury; I don•t want it to clear 
through Export-Import. 

VIe have the power to make it, but I t hink it is 
desirable to get special legislation. 

I went special legislation - Treasury to Treasury -
not through Export-Import . I think I've got 
enough. Don' t you think so? 

I think so 1 defin1 tely. 

You asked something about Argentine. I can give 
it to •you briefly if you like. 

Yes , do that . 

(Hands B. M.Jr. a memo) That ' s it . And here is 
the table of their outstanding debt . 

(Reads) All right. Wel l , would - Harry, could 
these gentlemen - I might want to work tocorrow 
between~ the ~ time would be between, say around 
eleven and twelve. I might want to see you for 
en hour 

1 
see? And so if they could, t hat will be 

the time. 

Surely. 

(All nod •Yes.•) 

And if you, Barry, particularly, would stay around 
until Aranba leaves ; and so, after he leaves, ! 111 
have the stenographer come in and dictate what 
happens, and you will come in al'¥1 listen. All 
right. 

I can't over-emphasize how much Ur . Welles was 
pleased with this approach. 

Well, the r est of these things 

W•~'ll keep them all together. 
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.-

Dr . Aranha and Jir, Welles visited me at eleven 
o'clock. I got Dr. A.ranha to state what be wanted. 
He said, first, they wanted to arrange to reestablish 
normal foreign exchange for the normal commercia1 
business, but he did not have in mind the freeing, 
at this time, of foreign excbnnge to people who 
wished to take out their profits, et cetera. 

He next said that he would like to get a twenty 
million dollar loan to the Bank of Brazil with 
which to free the normal exchange, ah, this 
twenty million dollars to be a revolving fund. 
They proposed to direct the Bank or Brazil to 
set aside ten per cent of all or t heir foreign 
exchange transaction, which, he said, will amount -' 
the ten per cent would amount to about thirty 
billion dollars to pay orr this twenty million 
dollar l oan. 

Next, he said he wanted established in this 
country, export credit of fifty million dollars 
to be used in the next three years. He said they 
needed twenty million dollars to establish new 
steel factories, glass furnaces, et cetera, and 
thirty m1111on dollars tor railroad equipment and 
road machinery. He said their normal, annual 
replacements for their raUroads called for two 
hundred locomotives and tour hundred passenger 
and freight cars. 

Next , he said he wanted to continua the discus
sions on the Central Bank, where they were lett 
off by Souza Costa when he was last here. He 
said that those discussions, he felt, had been 
satisfactory and that a practical agreement had 
been reached. 
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I then told him that I 
were most sensible end 
could be put through. 
this conver sat ion just 
about their debts . 
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thought all of his suggestions 
was quite sure that they 
I said that I'd -- and during 
in an off-hand way, spoke 

I than offered him as an alternative suggestion 
the possibility of foraing a hundred &1111on ' 
dollar Brazilian-United States Developing Corpora
tion, the majority of the stock to be controlled 
by the Brazilians, the capital to be subscribed 
to principally by American money now in Brazil, 
and blocked there. I said it amounted to some 
sixty-five m.illion dollars. Be subsequently 
questioned this very much. 

The amount? 

Yes . And said he doubted if it were fifteen 
million dollnrs. 

Sixty-five was the total of all balances . 

Re said the sixty-five must include their debt 
payment interest - interest on the debts . I 
said I'd get him a memorandum on it. I said, 
also, the Export-Import Bank would subscribe to 
stock in this company and possibl y Brazilians 
might want to take some. Be didn' t like the idea 
at all. He said, •Supposing we form a company 
like this, and people who want to operate it for 
profit, and if they can buy railroad cars in 
Germany cheaper, what is going to keep them from 
doing it?• And so I said, •Well, supposing we 
could turnish fifty million dollars - whatever is 
necessary - or new money, wouldn ' t that overcome 
your objections?" But he didn't like the sugges
tion at all . Well es spoke up and said he liked 
it ver.rmuch, tor maoy reasons. I then asked him 
what order he wanted to take these things up in 
and he said the thing which was most pressing 
was the twenty million dollar credit for foreign 
exchange to the Bank of Brazil. Be has a memo
r andum on this, on the method along the lines of 
the way he'd like to proceed; he ' s going to have 
it translated and sent to lltT house today. I'll 
give you (Mr. White) a copy of it, too. 
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Be then talked about this Swiss crecUt; that the 
Swiss are ready to offer them fifty million pounds 
sterlJ.ng, and mentioned this French Senator who ' 
is the Chairman of the llinla~ c1 Public Works in 
the Senate. We had previously received this 
story and he is going to give me all the facts 
about it. Be's going to give us a list of prices 
that the Germans quote him on specific a.rticles 
and the terms or the credits. 

He talked - the English have just established a 
new method of doing business , whereby, if I under
stood him correctly, that if England sold Brazil 
a million dollars worth of merchandise they would 
expect Brazil to, in turn, buy seve.n hundred 
and fifty thousand, leaving twenty-five - no, they 
only would expect them to buy a quarter of a mil
lion dollars, leavi.ng the other three quarters 
free. He said this is so much better than what 
the Ger mans· are doing, because the Germans expect 
a hundred per cent or better. 

!lore than that; they demand some fruit. 

And he constantly referred to what the Germans 
were willing to do , and even the Belgians ar e 
pressing. 

.. 

And then he said that things - relations between 
the two countries were getting steadily worse; 
that it is very difficult for Brazil t o buy from 
America, And then be told me what I think was 
just a straight f airy tale . He said, •You know; 
some four or five months ago we shipped up some 
gold to the United States, and because it arrived on 
day before a holid&T the Federal Reserve insisted 
that it be sold, and we couldn't keep it.• So I -
and he made a great story about this. I said, 
•well I must have been misinformed, lAl'· llinister, 
becau~e I understood it differently, and I ' ll 
inquire from George Harrison. • 

Well, .. .. 

Just let me tell this a moment, Uy recollection 
was that t hey sent this million dollars worth of 
gold up here and they needed the cash so badly 
they couldn't even hardly wait until it got her e . 
Get me up on that point. It is j ust - I want the 
facts because he will keep referring to this. It 
was a fairY tale, isn•t it? 
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ThereJs a. r\IIIOr on both sides. They sent the 
gold up, but the State Department - Feis - got 
word or it and never let us know about it. 

Now, be said Konday morning be was going over 
to the State Department to talk about foreign 
exchange matters. Now I don ' t know what he means. 

Probably their deb~ . 

Ah - but after lunch, on llonday, he is coming 
over here to talk about this credit to the Bank 
ot Brazil, 

Are you sure he said ten per cent, because they 
could pay that up in a month. 

He said they would earmark ten per cent or all 
their foreign exchange. 

And they'd pay it up in one month. • 

Well , he is giving - he's got the whole thi.ng ' 
written out and I t hink I understood h1.m to say 
he 'd like this thing straishtened out so he could 
cable down to the President of Brazil and get a 
law passed making this thing l egal. Now, if t hey 
could do this, say within a week, it would be 
something, and it would help a lot, wouldn't it? 

Have you any ideas what - 1.! we decided to do that -
what funds we'd use for making t he advance? 

Now that's why I asked Foley to sit in; it's a 
ques tion of what we can do under the law. I 
would much rather DOt do this under the Iaport
Bxport Bank, you see, and I don•t want to even -
I don' t want the kind of thing where you say, 
wwell, I tblnk it ' s all r ight. • I mean, I'd much 
rather draw it up, and sand it up to Congress 
and get them to confirm the thing. See? But 
on this thing, if I get this tonight, the trans
lation, don•t you want somebodY studying this? 

Yes . Yeah. 
Here is my trouble: At ten o•olock I s tart with 
the Upbill and Downbill Coauaittee. So the only 
time I've got tree, 1.! we set this thins, would 
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be between e leven and one tomorrow. 

That ' s all right. 

But I hat e to • • •• • 

That's all right. 

This is pret ty important. 

Sure it ' s important . 

And i t ' s interesting; doesn' t it intrigue you? 

(Mods "Yes.• )" Yes , it does. 

And t he thing I'd like you to do i s follow it, 
t he way I am following it, and let some technician 
in your starr take it, but I•d like you personally 
to be •au courant" . See? And let's leave it. I 
mean, all or this stutr seems to me - (to wrs. 
Klotz): I ' m going to give this to you. This is 
t he memo I 'Tote out tor myself - my program for , 
when he came in this morning. I don ' t think there 
is anything t here now. 

It is a very modest request on their part. 

Very modest, and very direct, and very much to 
the point. •oh," be said, •ur. Uorgenthau, t hOse 
cables you sent me down there, what you propose,• 
he said, "was a very polite way, but meaningless . 
I ,wanted also to be poli t e.• I said, "llell, what 
do you think I could do under the circumstances?" 
But be was very friendly and very anxious to do 
something. And I think all •••• • 

The outstanding debt wasn't mentioned at all? 

No. 

Not in any serious way . 

No , and that I am not going ••••• (talking very low) 

That i s what makes it more important t hat you ge t 
Congressional action. 
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This thing can perfectly - well, there is no 
reason why - the way I look at it, if he wants 
fifty million dollars credit •••• 

To be spent. 

• • •• all here, over three years, plus twenty 
million dollars to go down there - can be drawn 
up in one bill and sent up on the Bill . 

I am very much in favor ot it. 

Yes, because the reason I brought it up, of 
course, UDder your exchange loan, legally you 
can do it UDder the Stabilization. You can 
loan the money, but I doubt very much whether 
you'd want to touch it. 

I think now, particularly, it is very essential 
you get legislation on it. 

Well, you fellows have got it and oh yes, 
in the length of time, he said, •Well, we'd 
want three, five, to t en years.• He didn't go 
beyond that . Now there is no r eason in the 
world why we shouldn' t take fifty million dollars. 

The only thought is ••••• 

And all the money spent here, mskes ten years 
another thing. He said, •You sent this fellow 
Warren Pierson down there and, • he says, •what 
does he do? He puts through a loan to a public 
utility compa.ey in California to come down there 
and do business in ~ State, and,• he said, •we 
reel just about public utilities down there , the 
way you do, and that 1S the only loan that you•ve 
msde. • He said, •And in m:y State.• Which is his 
state? Bahia? No; whichever one it is. I mean -
I mean I- • ••• 

Of course, you must remember California is also 
Warren Pier son's state. 

... 

But the interest ing thing is, you se~the political 
the one and only loan we make is a public utility 
loan, which is politcally, bad medicine. 
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Did be say the coDditions between Brar.ll and 
the United States are getting worse, or Geraa~ 

He said, "Steadily getting worse. " - Unit ed States . 

I am a little skeptical about his accuracy. 

(Speaks low with urs. Klotz.) 

o. !C. I ' ll call you through the switchboard. 

We •ll get a copy or that (the record)? 

No, the translation. 
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' 
r eetinU at SeCNtery•a m- at 11:00 o 1clock, February 12, 1939. 
lrcoent• l.:r. Lochhead, l!r. Foley, lolr . 'llhite. 

Tho Secretary stated that at a lW'lch bald on the previous c1a,y 
nt t.cnded by Secretary Hull and ~. Ara.nba (poeai bly among others ) , 
L'r. Arenba had stat ed t o the Secretary thnt &ttor tllinkina over the 
~crotorr ' • proposal with respect to the pooaibility of creating a 
corporRtion to facilitate i ndustrial davolop~~~ent of Brazil in ,.hich 
/.!rericano nnd Brazilians woul<i pnrt.icipate, he hed come to the con
clusion that it was a splendid idea. He addod that he didn ' t under
ott.nd wilY he bed been rather oppoeed to the idea when first learning 
o!' it froa the Secretary. He said t hot. the more he thouabt about 1 t 
t~e .. .ore enthuaiastic he was about ito potentialities . He said he 
thou, ht i t wn.s a marvelous idea. The Secretary said t~.at ~ . Arenba 
reiterated his enthusiasg for the i dea after lunch . 

Thn Secret-ary then turned to a discusaion or the proposal tor 
a , 20 ..UUon loan described in a brief aeoor and\lll which bad been 
subni tted by tr . Aranha the day before. The Secrot&r)' stated that 
he wished to move rapidly because it was desirable to do socr.etbi.ng 
t 81\l:ible ! or Brazil so I:r . Aranha could show the folks back hoae 
thnt his oisa1on was ~eeting with considerable succes s . If the 
f irst •taeo of financiol assistanco could succoooMly be made 
c:<peditiously the discussions with respect to the longer term loans, 
which coul<' be exp~cted to be more cor.>pllcated nnd occupy much longer 
~11. o, could proceed s.-.ootbly wi tbout undue bnote . Tho Secretary suc-
r <•s tcd thnt wo all study the memorandum in detail and think over the 
~rooooal Md r eturn that Stilt& ovenina to further discuss the merits 
o · tho proposed ~ m1.lllon l oen . · 

That afternoon !lr. Foley, ~!r. 7lhite and acme mocl>crs of their 
st<Ifs prcrared drafts of a j oint r esolution and concurrent resolu
tion in accordance with the view unaniJ:Iouely held that no action 
sboulc: be taken by the Treasury with r espect to arr""""""nts with 
Erazil for purchase of lililre1s iJo the particular ..........,. proposed 
unless Conereas1onal aJ)proval in &ODe fora or another were obtained. 

A list of questions raised by the memor and\111 which bad been 
sub:Utted by !lr. Ara.nba with reference to the 020 ..UUon loan was 
aleo prepared f or the conference t he next doy. 

That ovoning at 8 :45 o'clock l!r. Foley, l!r. Lochhead and 1/r. 'llhite 
Mt the Secret-ary at his hon:e and drafts ware submitted . The oatter 
was further discussed and it was tentatively concluded that before any 
action would be taken so far as Conaros s wna concerned, and should the 
Prosidcnt approve, thot the views of the leading mombera of Congress 
would be obtained on the proposal before it be formally presented to 
a.n)• Cot\Dl'OOSional cormnttee. 

:?4 7 

.. 
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TREASURY DEPAIIITMENT 

..... .1.- t3-s ~ 

.... J.!r, Fole;y 

You have roquoated to be adYiaod oonotraiA' the appropriateneaa 
ot a oonourront reaolution ot the two Bo\1.101 ot Coopooea 11b1oh 1r0uld 
be in tho nature of a vote of oontidenoe on the propriety ot the uae 
ot t be Stob1Uution i'lmd to purobeoe BruUhn aUroh oo that 
Sradl -.y ban dollar or·ed1ta with wbioh to tbanoe purohuea iD 
tbh oo~mtr;y, It h underotood that no quootlon h rahed u to 
tho lor;aUt;y ot tho uoo ot tho Stab1Uaation Fund but tbet •rely 
tho pol1oy queotion ot tho proprlot;y ot ... oh 1110 h 1n~1Ted, 

I. huty .xam1nat1on ot tho prooodonto wl.tb1n the tt.. avail
able oon'rinoea me that euoh a oonol.lrrent roJolut;l.on. while ao:wwhat 
ot a d.o•1at1on trom the t,'pical oouoW"reut re.olut1on ordinarily 
•doptod by tho two lloueee, '"'uld not be e1tller 1nappropr1ate or 
unpreoedontod. rh~ Bo111e llanual otateo (oeot1on ~98) thata "'n 
tho modern praotloe oonourr ont roaolutlona ha•e been developed 
•• a meant or expressing faota , pr1no1pl••• opinione, and purpoaoa 
or tho two Houeoa N. 

A t illlllar at&teMnt ia made by !tepreaontatlve Ce.nnon in hie 
very reo•nt (19&9) work, C.unon't P.rooeduro in the Houae ot 
RepreetntatiTel , ••• page 224. 

AD exa::t1nation ot oo.110u.rreut reeolut.ione adopted by reoeot 
Concr••••• 1ndioat.a that in mdern uqe t.bia tora or reaolvtiOD 
h uoed pr1no1pally tor teclm1cal and toraal papoou, !he ..... t 
ujor1 ty ot oonourrnt reaoluUou proT14e tor oorroot1ou in 't.M 
-.rollM-nt or b.llla , tor retur11 tor oorreotion ot billa that haft 
beon pruentod to tho Preoidont, to.- prln t1nr; ot odd1tlonal ooplea 
ot dooumenta, tor eat&bliabaent ot joint oom.dttt ee , and tor 
goetln&•• reo•••••• and a4Jo~nta ot Concreaa. The concurrent 
reaolutioD tom, hO"'I'W't'Wf . hu not intr.cJuezrtly been u.ted 1n the 
P&tt •• a Yehiole tor e~proeai~ oonaT•••1onal opinion on matter• 
ot veat publ1o 1nportanoe. 

Hindi i~ hla Preoodenta ol the Bouae ot Repreeeutatl~•• (Vol. II, 
aeo. 1682) etatoar -rn. Hou••• either alono or in oonourr«nee with 
the Senate , h&a by reaol ution exp-otted op1niont or det.ndn&tion..a 
on l.mpo.-tant pul>Uo quootlono•. lD oupport ot thh otate:otnt l!1ndo 
oitea a c'*v ot 1Dt tcl.oe• in whioh tiaplo r110lut1onl ot one Houae 
or oonourrent reaolutiona oL both or thia obaraoter ba.ft b..-u. a.dopted. 
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T:1uo on ... arch :S , 1863, the House and Senate adopted a. eer lea of 
concurrent roaolutione aotttng forth the attitude ot Congress 
on tho aubjoot of intervention in the t hen or.1et1ng war by 
tore1&n natlona . On January 28 , 1878 , tho House paeeod a con
nurront roaolu.tion f r om the Sona.t -o deolarins the coin bonds of 
tho Jnited Stateo payablo in oilver dollaro ot 412 1/2 grains . 

dlndo aloo statos (Vol . II , sse . 1573) that a " rho llouao 
hca mt tlmoa adopted resolutions requeatine or adv1•1nt the 
- l.ecuti"Jo AI to ttoattera within the a:phero of hi1 dutiol" • 
..x&:lpleo , none of thM partioularly appoaito oxoopt i::l 
• ri ~-ciplo to t he pr-oaent s1 tuatl.on, are o1 ted bo·th ia tbo 
!or~ of douce and concurrent rosol ut iono . It 11, or course, 
Ql.oa.r t..~&t a concurrent reaolutio:a is without forco ud effect 

o;•o.1d .. J10 continot~ of the Capital . Soo Cannon• 1 Precedo:ot: 
or the ~ouce ot ~opresentatives , Vol . Vl~ , 100 . 1037. ~ro
ovor , tho At torney Gonoral held in an early opinion ((1854) , 
o ope . atty. t on. 680) that neither Houao a~ by roao! utlon 
Li' e • conatruotion to an existing law which ~uld be ot bind
in~ orroct on an executive officer. In thia opinion the Attorney 
~onoral critici,ed the view er.pressed by an earl ier a.ttorney 
~oneral that a. proper detoronco to tho log1elat1 vo branches 
of tho tJo\'Or Nnent demanded the.t an o~ocuttvo depart.:,wnt should 
hood a roaolution "rrtu.u·oin tho Congroaa had ~ivon a conatruotion 
ot' tho ox1st1nc law. The $Qr.tG reasoning in th1e roapoct would 
Appl~, to o. conow-rent reaolution as to a aimplo roaolution. That 
~1tu•t1on. ho¥~vor , la not involved hero, aiaoo tho pr oposed 
co:!Ow·r ont reao 4utioc would b-o in accord w1 tb tho Dopt.r-t.'OOnt' s 
view• ot tho law. 7ho best preceden t which our haaty tearoh has 
revealed &!)pc&r: to be Senate Con. Res. !~o. 15 ot Oetobor 31 , 
131J (~ 1 ~tat., part 2, page 1634) , whloh provldoo thato "we 
~·roby t ivo tho natLonal ~stratlon and all othora in 
uat."'torlt:y t.he aosu.ranco of our constant, contluuoua , ud un· 
c;ualltled ouppol"t in the use or such c:on~titutlonal t.rld lawtul 
-.oa~1• &a oay be ne..:esa&r)" to mee t the p·l"osont l~d\lltria.l 
e- or.;enoy, and L"\ Vindicating the m.ajotty and pcr .. 'Or of tho 
~vorn:ont 1~ enfor cing obedience to and roapwot for the 
Co-u~t1tut1on and tho laws, and in fully proteoti.n& •••ry 
citi:o,.. i t\ tho c.aintonance Cllld c-.::erciae of his lawful r1.£hts 
L.,d tho oboerv-ance or his l awful obligations . " 

I attach copioa ot all the concurrent roaol~t1ona on 
:nattor a ot public 1mpor t anoo which vtoro introduced in tho l a.ct 
aoaion or Con.,crota . nono or them wore adopted . 
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7&rR CONGRESS s CON RES 40 3D SIIIION • • • 

IN 'fBE SENATE OF THE UNITED STATES 

Jux• 7 (cal•odar day, Jm 10), 1038 

lfr. Suur•ttO &Ubtniued t.ba following concu.l'ftnt rftiOlution; whieb wu 
~etftd to the Commiltoe on Foreign ~tiooa 

CONCURRENT RESOLUTION 
\Vhcrcns recent expressions from the admini.Rtmlion here in 

Washington nml by constitute<! authorities of certain other 

nntions mnkc it appropriate nt this timo to bcncl ovcry effort 

to nvoid nnother genen1\ war <luring the present gencmtion 

berou~e such a <'onflict -would be so deadly and such a bur

den lor 11ll nations that eminent nuthorities agree modem 

civili7.ation in its present loml could not survive such n 

catastrophe lor e,·cn a few years; and 

\\11ert>n~ tho United States of Atneriro has 1111lg- pursued the 

policy of rontributing to tho lnrthcrnnce of peaceful relations 

between various nntion.~ through its activities in the cstnl>

lishment of The Hague Tribunal, the furthering ol the sucecss 

of the Washington Conference enlled in this city in 1921, in 

its participation in the London Conference in 1980, and in 

ndd.ition to other aUempts, its action in the First General 

ConfPrence for the Limitation of Armaments held in Oeneva 

in 1982; and 
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\\'hcreus the & ... retnry of Stntc ~hould be t'Ommcudcd for his 

rrTort~ tlmxrgh Gcue,·u 11'Cfully in nch'O<'fltiug 11 rednt1ion 

of IITIIIIlllll'lll~ 00 the pnrt of the grent (lOWC~ 118 II )Jt\rt o( 

the progn1m for J>Cncc ad\'ocntcd by tho present ndministm

tion, whid1 ~nitl reduction in m·nrnmcnts wi ll not ordy pr<>

mol~ tlw mutual ~ofcty of oil nntions, but nlso will ovoid 

further \'liSt. cxprncliturcs of tnx monr.v for nnnnmcnts by 

tl1e go,·crrmiNits of pcopii'S olrcndy po,·crty-strickcn and 

tnx-riddcn: nud 

\\'hcl'l'n• the exr~tricnec of the World \\'nr ns expressed nt Ver

snillc< !oOOu tlrcrrofter dcnron•tnttrs thnt pence is al•o cndan

grrcd ur!l't ~criou.-ly hy the iundrqnflle n'Stri('fiou ond control 

of the 111111111f11rtnrc and &lie of tnuuitinns Of \\'Or, which mut

tt•r wn~ JlTOJWrly inwsti:,rntccl h,v thr Spcl'inl Committee on 

Tn\'rstigutivu of tbc )funitions Industry, nuthorizcd by the 

Srnnte; uml 

WhcrCtiS it i• Ill the iutcrr.<t of thr snfcty or S<Wic·ty illlll thr 11\'0id

lliWe .. r unutlwr "'"rid w:1r in tl•c ucm· future tlrnl tl1c JII'D

I.'l'lllll uf tbc .\dJUiui>lmliou fur JH':wr mcutiuucd nbove ~hould 

iudmlc till' prohl~111 uf rl!lltrit·tion uf the IIIUllllfndurc and 

!i:tl~ uf tmurition• uf wnr: .'\ow, thcrrforc, be it 

l lh.<di'CII by the 8enate (the ITouSt of Reprt.'lfllltlliL-u 

2 CtiiiCIIrrilly), 1'bnt the Sct·rctnry or Stnto be, und bercby ~. 

3 re~pcrtfully urged to include in his conuncndublo progmm 

4 lot· pence tl1c Ulllttcr of" mutllal rcstl'irtion und coulrol of tbo 

5 manufncture und snlo of munitions of war; nnd be it fu.rthcr 

6 Re¥Jl~oed, Tbat the Secretary of State be, and hereby is, 

7 further respectfully requested to sooure treaties with all the 

8 great powers under which there will be effected among other 
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J needed provisions a reduction in nil phases of nmmmcnts 

:! and all types of armed forces and a COUCC'rtcd restriction on 

3 the mnonfacture and snle of mw:Utious of w,u so that this 

·I industry will be strictly regulated in tho interest of presen'

li ing pc110e. 
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1~~~::- S. CON. RES. 24 -
I "' 

IN THE SENATE OF THE UNITED STATES 

JAJU7AIIY 6 (calendar day, MA110u 1), !088 

Mr. Moun aubmitted the following concurrtnt rotOiution; whieb waa rderrod 
to the Committee on Finonoe 

CONCURRENT RESOLUTION 
Wl1crcas the President of the United States in his message to 

Congress on the 2d day of March 1934, recommending the 

legislation under which reciprocal trndo agreements are made, 
said: 

"You and I know, too, that it is important that the 

country possess within its borders o necessnry diversity and 

balance to maintain a rounded national life, that it must sa&

. tsin activities vital to national defense, and that such interests 

cannot be socrificed for passing advantage"; 

and 

Whereas manganese is an essential in the production of steel, both 

in the uses of peace and war, and is a. vital element in main

taining national life in peace or war, and an a.ssured supply 

is indispensa.ble to notional de.fense; and 

Whereas there are adeqnate deposits of undeveloped manganese 

ore within the borders of th.c United States which would be 

developed if afforded the full prote«ion of the tarift duties set 

forth in lbe Tariff Act of 1930: Tberefore be it 
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1 RtMilvcd by tl•e Senate (the Houu of Rep~tatit>Q 

2 oonC1trrin!J), That it is the sense of tho Congress of tbe 

3 United Stutes in the interest .of national defense that the 

4 Department of State should ref:rnin from negotiating tmde 

5 ugrcnmcnts with any nation further reducing tho truiffs on 

6 ruanguncsc ores, manganese concentmtcs, or manganese 

7 nlloys; that these items should not be included in proposed 

8 tnulc n~rrcrrncnts with tire United Kingdom, Canada, or any 

9 other country; an <I, further, tJJUt the full duties on manganese 

10 ore~, numgttllC$C con<>~>ntmtes, and manganese alloys as pro-

11 l'idtd iu the 'fnrili .Act of 1930 ~hould he rc$tored hy prOJK!r 

12 ut•ticc !rum tho DcJlnrllllent of State to tho Oovcnuncnts of 

J3 Uruzil and Cnnndn, with whom ]Jrcscut agrecment.s ho\'O 

14 r·cdll!·cd thu:<o dnric<, und to all nntions r·erciving most,.. 

15 fn,·orcd-nntion trrlllmrnt Jllll"ltSnut to those ugrccmcnts. 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



76ft3~::ss H. CON. RES. 33 

IN THE HOUSE OF REPRESENTATI VES 

FuwnT U,1938 

Mr. Fuu IUbmitted th• following concurrent rraolution ; which wu rtferred to 
&be Com.mi- on Foreign Mfairt and onlmd 1<> bo pri.olecl 

CONCURRENT RESOLUTION 
Whereas there have been numerous reports in the press concern

ing the use of barbaric methods of warfare in CllrTen~ conOicts 

raging abroad, as a result of which many noncombatant men, 

women, and children have been killed or seriously injured; 

a.nd 

Wherees it bas been stated that communities in wbicb there have 

been no military forces and wbicb have no apparent strategic 

value for military purposes have been bombed or bombarded; 

and 

Whe.ress the wanton destruction of Jives and property as a result 

of aucb bombings and other action taken by the military and 

naval foroes of the countries and factions involved in such 

oonflicts is entirely incompatible with the foir rules of war

fare;and 

Whereas aucb deattuction and the use of inhuman methods of 

warfare have shocked the people of tho United States and 

other nations: Therefore be it 

• 
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1 Rt¥Jlvro, by the H ouse of Reprue11tatiuu (the Benme 
2 OOIIettrring), That it is the sense of the Congress of the 

3 t.:nited States that the use of barbario and inhuman methods 

4 of worfare should be condemned and that nil nations should 

v join in such condemnation to the end that tho horrors of 

6 wor mny be minimized. 
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?&nl CONGRESS H CON RES 40 3D8UAIOH 

• • • 

IN THE HOUSE OF REPT!F:SENTA'I'IVES 

Mr. O"J'OOL& aubrniHed the foJiowing concu•·rem resolution; wllieh wu l't'fer~ 
to the Committee on Foreign Aft'1in1 and on:lt'n"'l to bt priultd 

CONCURRENT RESOLUTION 
1 ReM!lucd by the H()use of Reprtselllalic~8 (the Se~~ate 

2 coucurrino), 'float it is the sense of the Senate and tloc House 

3 of Rcprcscntntivcs of the United States that the di(Jlomatic 

4 recognition by the Oovenuncnt of tho United States of 

5 America. of the German neiclo should be witiHlniWl\ unt il 

6 such time ns tbe Sllid Oennnn J{eieh relinquishes its oooreive 

7 and forced control of Austria and further abates the pcrsccu-

8 lion of minorities because of moe or creed within the confines 

9 of the Ocnnan Reich as it was constituted just prior to its 

10 forced invasion of Austria ~d observes tbe guaranties wbicb 

ll were accorded minorities by virtue of the V crsaillcs Treaty. 
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7bf83~:!~ H. CON. RES. 50 

IN 'PrrE HOUSE OF I!EPR~:S ~:NTA'I'I VJ<~S 

.\fr. F1au 8ubmitced cbe following concurrent rf!IOiution; which v.·ti rtfured 
to the CommittH on Foreign Aft'aiN and ordtred 10 be printed 

CONCURRENT RESOLUTION 
Whereas n resolutiou was passed by the Congress in Ill~:! favoring 

the ~stabl ishment of a homeland for the J1•wish pcoplr in 

Pnlestine; and 

Wherrns the United States is n ~ignatory to the Pnlrstine Mmtdnte 

0011\'cntiou IJetwcen this country nnd O•·rm llritniu : and 

Whereas the Jews of central Europe are being 'relenth•ssly perse

cuted because of racial and religious prejudioei and bigotry; 

and ' 

Whereas the grievances adverted to are Stl enom•oos u to impan 

to thrnt 11n international rha!llctrr in rednos.i of whidt all 

co•mtries, goveruments, nod creeds nrc ulikc iutere~ted: 

'l'herefore be it 

1 Resol•'«l by the HfW.IIt of ReprtAentative8 (the Senale ctm-

2 cll'rri'llg) , 'l'hat tbe Congress of the United Stntes rC(JliCSts the 

3 ~ll'etary of State, in behalf of the liberty-loving American 
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J>eOple, to urge the .British Go,·rnuucnt and tbe lntel'll8tional 

:! Hefugcc Conference •llbstruliially to increase tbe uliDlber of 

;; .lo•ll·i•h immignmr- whu mot)' PlltPr Pllll'iltinr i11 nrdrr 111 

·I prul'idc D rcfugr in that hiFtorio· homclnnd of their forefntlters 

il lor the persecuted and destitute J cws of ocntml Europe. 
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IN 'l'll.E HOUSE OF l!El'RESEN1'NCIVBS , 

llr. J.um.ow introduml the follo•·ing conntrt'llt rt":!oohnimt; • hkh .. ~ ""'""''"" 
to th~ Commiltee on Fo~i~rn .Ufairs •ud ont.-~ to l)t prinlfd 

CONCURRENT RESOLUTION 
Wh~t·~n~ 11 competiti,·c rnce of ;u·ntnmcnts i~ Mpping tlte limtnciul 

strrngth of nntions, hrccdiug intcmntionnl di>tntst nml 

snspic·ion, oud rmlnngrring the prncc of tlw w11rld; nnd 

Wltrrros there ore muni<tnknblc indiNltions thnt tltr world i• 

wcnry of wnr nnd strife nnd tbr eolOR<!tl hnrdt•n of nrnul

mcnts nntl would wck~nne u sitwrrr movrntrnl in the iutcrc<l 

of pence; tltcrrforc he it 

1 Rcsolurrl by tlw f/ow•R of lfrpmwnlnlit•t•A (11.- 8eunlr 

2 cont:tu•t•i1tg), 'J'hut it is the srtl.'<c of the Congress of tltc 

3 United Stoles of Amcrictt tbot 11 pt~tposnl to suspend by 

4 joint uttion nil nuvnl constnwtion until Jnnunry I, 1040, 

5 slumld bo suhmitt('(l hy tl11• United Stntrs to nil of the lcuding 

6 powers. 
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1 It is also the sense of the Congreaa of tho United States 

2 of America that a peace conference should be held in the 

:3 city of Washington on or about October 1, 1938, to which 

4 a.IJ of the leading powers sh9uld be invi~d to tend delegates 

~ to discuss limita~ions of armamentsftuwl other questions nsso

G ciatod with and promotive of intornation.al concord. 

7 This resolution may bo cited as tho "Peace by Con-

I! fere.noo" resolution. 
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7&rn CONGRESS H CON RES 39 3D SUI ION 

• • • 

IN THE H0(1SE OF REPRF.SEN1'.\ 'I' IVES 

~LUICR 11.19:13 

~Jr. J~·uo•.o"· tubmittfd the rollowi~ tont"Urrf'nt n'Siil111 ;nn: • hK-h wu rt'ftrt'!d 
to the Committee oo Fortipn Affail"8 and nrdtl"f'CI to bt printed 

CONCURRENT RESOLUTION 
WhcrcAA •~ rorupctitivr mrr nf nrm1111truts is snppiul( tlw liut~m·iul 

Rlrongth of nations, brecdiug iutrm11tiuunl tli~h'll<l nutl 'us

picion, nnd endangering the pcaoo of the wnrld: Tlwrrforo 

be it 

1 Ruolvtd by the HOU$e of Rep~M!tllatict~ (the Senate-

2 concurring), That i~ is the sense of tire Congress of the 

3 United States that tbc President of the United Sttltes should 

4 submit to all of the leading powers n. I>TO[lO.<nl to suspend 

5 by joint action naval construction until Jnnun ry I, HJ40. 

6 I t i.s also the sense of the Congress of tho United States 

·1 that the President of the United States should ooll a pCI\cc 

8 oonferenoo to be held in tbe city of Wnshingtm1 on ur nhout 

9 October 1, 1938, and invite a1J Of the leading Jl(lWCI'I! tO 
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CONCURRENT RESOLUTION rg ~ • 
"' 0..."Ciuing ic. co be the teniie of Congrea that 0 0 ·= f 0 tho P rtfl:ide:nt. should take the. lead in a f! WJ· ~ "'" >. pension of na nl ronstructioo by the leadi ng ·a "" .:> 

powerw and s hould eaU a ('OO(erence oo limi· :..::: "' ~ 
.. tation of am1amenta. 

i 
..c - "' 'ii f'< By Mr. L"""'"' 

"" "" "' .! ..::::0 lr•-=• 11. 1938 ~ 
.. -·g 

"' neJtn'td co tbe Committee oo Forelp AA'aln aDd 

8 !:! .. ordered to be ptUltecl 

" 
.. "" e :g "' -~ 0 ·a 

cq c: ·= "' 8 "' "E "' ..0 = 8 <:" ~ :::. ... "' ?Z "' 8 s ..c - d 0 0 
2 0 ci - "" ... 0 

"' 0 = -~ 
., . ., 

0 = 
i "' E ., e: 

= f ~ ... .. ~ e -.: s .: .~ :g .., ., ..c e - Eo< 0 0 .., c .. .. e c - ·E .. .2 '" 0 
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?&n~OONORESS H CON RES 37 3o5UitOJf • • • 

IN 'J'JIF: JIOIISF: OF REPJU:S~:N'l'A'l'lV~!~ 

:\tr. Ll'IUAlW 8l1Lmitted the (nllowing t"(lllCUI'rt>nt a'('-J;Oiulion i whid• wu 1-efen'NI 
10 tltt' Committeto on Fureilln Atrairg and Ol'dtrtt"l lfl lit l'rintt"<l 

CONCURRENT RESOLUTION 
\\"berco~ ll ''Oinj>Ctilii"C nl('C Of Hnl18ffiCntS i< Sllflfling the financial 

strength of Diltions, hrectling intemutionnl distnL\1 ami sus

picion, nncl endangering the pence tJI the world: Therefore 

be it 

1 Resolve;l by the House of R1'71reseutflt:ive.1 (tiLe Smwte 

2 COtiCUrring}, 'l'hot it is the sense of the Oongrcss of tbe 

S United States that the President of the llnited Rtates should 

4 submit to all of the leading powers a proposal to suspend 

5 by joint action naval constn1ction until January I, 1940. 

6 It is aJao the sense of the Congress ol the United States 

7 that the President of the United States should call a peace 

II conference to be held in the city ul Washington on or n!Jont 

9 October 1, 1938, nod to invite n.ll of the lending 110wers 

10 to send delegates to said ooolercncc to discuss limitations 

11 of OnllftlnCIIlS ami other questions ns,qol·inwrl with unci promo-

12 tive of intemntional couoord. 
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76TH CONGRESS H CON RES 34 a.s ..... o,. · • • • 

IN THE HOUSE OF REPRESE~T.\TIVES 

Faao.u:T 15, 1938 

Mr. C.u1 of South Dakota submitted the followin$t ooneurrent tw10lution; 
which was referred to the Committee on Ways and Mt•ns and ordertd to 
be printod 

CONCURRENT RESOLUTION 
\Vhcrca.~ the Prc~idcut of the United Stales in his mcs.-'<t~gc to 

Congress on the 2d day of :\farch 1934, rc<'Ommcnding the 

legislation tU)(Ier which reciproc-al trodc agrccmcuts arc 
made, said: 

"You and I know, too, that it is impoi'Uint that tbe 

rountry possess within its borders 11 neees.•nry diven;ity nnd 

balance to maintain a rounded national lifr, thnt it must 

sustnin actil·itics vitnl to national defense nnd thnt such 

interests cannot be sacrificed for pnssing ndvontngc"; 

nnd 

Wbercns manganese is an essential in tho production or steel, 

both in the uses or peace and war, and is n vital clement in 

maintaining national life in peace or war; and an assurrd 

supply is indispensable to national defense; and 
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t .. 
Whereas there are adequare deposita of undeveloped IDADgane.e 

oro within the borders of tho Unired Stares which would be 
developed if afforded the full protection of the tarifJ duties 
set forth in the Tarill Act of 1930: Therefore be it 

1 RUQ/ved by the Ho!Ue of Representativu (tlw 8enat;, 

2 concurring), That it is the ltlllle of &be Congress of lbe 

3 United States in the inrerest of'"natioilal defense that the 

4 Department of State should refrain from .negotiating trsde 

5 agreements with any nation further reducing the tarifls on 

6 manganese ores, manganese concentrates, or manganese 

7 alloys; that these items should not be i.noluded in proposed 

8 tmde agreements with the United Kingdom, Canada, or any 

9 other country; and, further, that the full duties on manga-

10 nose ores, manganese concentrares, and manganese alloys u 
"' 11 provided in the Tarill Act of 1930 sboald be restored by 

12 proper notice from the Department of Stato to the Oovern-

13 monts of Brazil nnd Canada, with whom prosent agreements 

14 bave reduced those duties, and to all nations receiving 

15 most-favored-nation ~reatment pursuant to those agreements. 
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• llote: 

.. -· ) 

I 
I 

' 

It Lochhead dictated this to McBugb 
this morning. I asked bim if he bad 

extra photostats and be said "Yes •, 

Ro furnished the photostats . 

Feb.l3/39 

Mea 

/ 
t . 

/ ·. 
# .... -, 

. -
·-
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, ... ·~ u, u. • 

., 4ev ... lew~ 

Ia tbe-.. et tiM .... S..MU 
lilt- n.. Ar811ba IDd OMel' ~ecr...., •-• 
7••kr4q, llF .... .....,. tua~.a .. a __...._ 
,t.rilll • .nu .. er • llndU• • 1,, .. 
.,.udsaUoa r.. ttle -~t .. ttaa er -. 
uUaul NIIW'M• fit liPaatl. 

!ben an eaet...a t• ,_ tat
.. uoa ~ .. ....-.-.u. -.,t•• et '*"• _......... 

S.Orable Cordell a.au, 
a ... ,t&rF et state, 
Wallhlactee, Jlo C. 

I 
•" 

J 
l• «l a••~ar~ellllld'lll'•· .. .,, 
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Dictated by Lochhead tbis morning to 

Lochhead furnished the photostats 

I asked bim 1f he had an 

extra set and he said •Yes•. 

ItcH 

Feb. 13/39 

. . 
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~ 4eu Ill', IMH\az71 

Oil Sa~ .. -.., Dr, Arllalla 
IIGA4e4 M \bNe _. ....... enenac --
j .. U tor 4hft&al• witll tbo boa~ 
Depar-..t, 

.. I tMl tbot t b ON _, .... 
will lie at latoron to JW, I U.o lla4 
til• pllotoatoto4 -.4 -.1oM \bJ'M 
oopha ot ..a. 

B-raille Col'dall llall, 
k arat..,. ot ltata, 
1Ub1Jitt•1 D, C, 

( / ' 
t- /, 

/ v 

I 
\BE I) a... 2 tl 'l Jt. 
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28S 

Febru&r7 1~. 19~9 

2::50 P• a, 

Preatnt: 

Jlr, Wellea ) .ll'J'1Yed ahead ot lllnhter .lrenba 

.lmbaeeador Oatter,y) and Jlr, Dantae 

ll1niater .lranba 
Jlr, Dantae 
Jlr, Lochhead 
Dr. White 
Jlr, ro1e7 
llr. lnoke 
Dr. fe1a (tor br1et period towards end ot meeting) 

Hll .Jr; (To llr. Welles) This h ao11111thing that we 

oan make a delll0netrat1on w1 th and it you want ao11e trading 

you can do 1t on the development company. 

in. ) 
(At this point , ll1n1eter .lranha and llr. Dantaa ca .. 

HM,Jr; We have gotten to the point where I needed 

technical aaaistance and I have asked llr. lnoke, who 11 

Vice Prasl.dent ot the Federal Reeerve Bank ot New Yorlt, who 

are our tiacal agenta, to come down. With the help ot tbe 

memorandum which you gave us, we made coneiderable progrees. 

(lleiiOrandua ia attached hare to . ) 

There are oerta1n thing• which I imagine w1ll help 

ue and I made a 11at ot a few queatione whioh JOU ma)' want 

to intereat )'ourself 1n or you ~ want Jlr, Dantaa to at&)' 

behind and go over 1t with our people. 

(Queation No. 1. What ia the total ot exehange 

arraa.re due to ..._r1oan exporter• (a) on export• troa the 

United Btateaf (b) On axporta troa third oountr1aaf 

"r, Dtgtlll Thera h t 9 ,000,000 t or which oontr,aota 

alraa({:f ean granted and •~ ,000,000 t or which ID1lrah 

not ~aen depoa1ted. 

HM.Jr: Ia that all due to .laer1oan exporteref 

.. 
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!lr• Aranba: Yea. 

(Queetion No. 2. Could we be supplied with a 
list of the American oonoerne for whom exchange hae been 
requeeted and to whom oontraota have not been iaeued?) 

Mr. Aranh&: This ie Juet a matter of every day. 
They are changing every day. 

Mr. Lochhead: Rave you a breakdown of the 
,9,ooo,ooot 

287 

Mr. Aranh&: What I am telling you 1e that we han 
two kinde of exchange poeitiona: (1) when we give a draft 
the matter ia ended. These people make deposit o f milreie 
and receive a contract to have exchange given to them in 
eome time -- 90, :50 or 20 days. lfe have more or lese 
19,000,000 ot these and the ot her $:5,000,000 who did not 
depoe1t. 

llr. Locl1head: lfhat American concerne 1a th1e 
•12,000 ,000 owed to? 

Mr. Aranha: That changes every MY· 

Mr. Lochhead: Possibly you oould give us some of 
the moat important people even if they change eve~ day. 

Mr. Aranha: Oh, I think t hey are the biggest com
paniea you have , t he oil oompaniee, Singer Machine, General 
Motore, Ford. lfe do not call theee arrears until the 
4rafte are more than :50 daye oTerdue. lfe giTe the contract 
of :50, 60 or 90 days according to our law. lfe are paying 
all contraota we made. lfe are paying regularly. 

llll.Jr There are eome oompan1ee who aort or stay 
on the ou e de hoping to take epeoial adTantage. 

Mr.J.ranh&: Always we went through the books of the 
oil oompaniee and we could see that they compelled ue to 
pay firat. lfe are more tha.n t? ,000,000 or ts ,ooo,ooo over
paid. lfe did that Tery long time. They go under American 
name, but reallY they are aending thei.r money to Venezuela, 
Mexico, Curacao; also they are forcing us to pay tor the 
etooks . It reallY we could compel these people to give 
ua exchange we gaTe them in advance, we would not be here 
aelting tor credit. 

• 
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!U!·J~a I will g1n JOU the benet1t ot anrth1ng 
I haYe. T e reaeon that we are aak1ng theae queat1ona 
1a that we want to underatand 1t and, for inatanoe we 
did not know how old aoae ot thea• oredita are. ' 

(Queat1on llo, 3. lhat 1e the total ot arrears 
to all other exporter• b7 oountriea - - both in tree 
ourrenoiea and oompeneat1on currenoieaf) 

Mr. Ar:anl!a: We han arreara with England. 

HK.Jr: !hat 1a up to thea. 
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We are woril1ng to Jll)te aYa1lable 12o,ooo,ooo tor 
Jour exoh&nge. We haYe our Congreu and our t r1endl7 
and untr1endl7 Senatore and Congreaaaen who w1ll e&J, 
"Mr. Morgenthau, rou aade aYa1lable 120 , 000,000 to the 
B:ru111an Oonl'lllllent and the Banoo de Brar.1l. h that 
120 ,000 , 000 to be uaed to PA1 up affe&ra ot ~nited State• 
1118rohantaf 1 

~~anhal Yea. Onl7 the United Statu. •• 
. do not r wewill need too,ooo,ooo. We Juat want a 

fund to han a Mrg1n. BetoN we oould do that. We 
had with the Guarant:r Truat a line of t eo,ooo,ooo before 
the orida and now we are ooiiiJ)elled to ll&ke our oo-l'Oe 
with the Uni ted Statu onlJ when we han a ouh balanoe 
beoauae you eell in oaah. fhe only plaoe we do not 
haYe any ored1t linea 1a 1n t he United Btatea. We do 
han 1n England. fheae •rg1na are a nr, iaportant 
tb1ng to iiiP!'OYe our oo .. roe. 

(Queati on llo. 4. Who• do rou propoae to aupplJ 
with t o reign exohange out ot the 120,000,0001) 

lk· Anrlha! I han Juet replied. 

(Qu .. tion lo. 5 . Do ;you think that Brar.1l will 
han adequate exohange out of the I20,ooo,oooT) 

We haYe no exohange poait1ona 
aold. 
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(Queetion lo. e. Did any of the preeen t exchange 
arrears ariee from i mports reoeiTed before January 1, 19387) 

(Note) When KM ,Jr read Queetion No. e be aeked 
wb7 She date had been changed from September, 19~. 

Dr. 'lblte: I han Juat 1naerted the new date. 

Kr. Ar&nbl: That 1a no. 

(Queat1on No. 7. How IIUoh free exoha~e baa been 
g"'nted f or illpOrte from 0erm&ft1 during 19387) 

Kr, Amnl!a: l otb1ng. Germane aell aak1 11&1\l<a 
and in aelling theae -rke we P&7 in B"'zilian 110ney. 
With t hh Bruillan 110ney they go to aa.rket and b117 all 
they need and bring t h1a merohand1ae to Germany and w1 th 
the aarka we bought we han t o go to 0erM.ft1 and bU7 
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German Produote. Really , we open a credit wi t b Qe,...ny 
which ia paid when the 11erohand1ae entere Brazil. fhey ' 
buy eome cotton in f r ee market a nd coffee Juet to Justify 
becauu alw&7e wa baTe complainta ag&1ne t their eelling 
our product& to othar oountriea. 

HK.Jr: In Brazil they buy that? 

Kr. Ar&nha: Yea. 

HK·tf: I guaea 1t ia Juet to keep your paeition 
uncomf o e. 

(Queation No, 8 . Doea the Bank intend to employ 
ohangea in the markat rate for purpoeae of ancourag1ng or 
d1aoourag1ng 111P0rte or exparta7 ) 

llr• ~.r&nba : I think tha tree •rke t will en-
courage enrrth1ng in Brazil. We bad the beat exper1-
enoe. llben the Secretary of the freaeury of Brazil 
came he re the first time, we met a a1tuat~on more or 
leea l ike when the Banco de Brazil bad ~5~ o~the ex
ohange and we freed only e~ and with t h h e.,. enryth1ng 
improTed, and when he came back the eeoond time we had 
20, 000,000 paunde, but duri~ the t1me we oa• here and 
wnt to l urope and returned to Bru1l the un who waa 
running t he freaeury bad an idea of ra1a1ng the m1lre1a. 
laturally that built up the a1lreie, but we lost all our 
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foreign exchange. Alao, if rou paaa through our situ
ation you will aee that the German oommeroe will be 
ohanged. Ther sell their moner and we giYe them mil
re18. They bur our merchandise and we bring their 
merohandiee to Bra~il. Now it will be ohanged. It 
is our own experience. In thie matter the Banco de 
Bradl will have the monopolr becauae the German banks 
are aot1ng in Bruil like a pump and trring to aell and 
bur and i ncrease their businesa. After a long experi
ence and &lao aga1nat Oersan OoYern~~~ent, we th1nlt we 
han to reduce the freedoa ot theta b&nlt.a. When I 
arrind in R1o I realized that the Americana who wanted 
dollars were blcying dollars in German banlta. During 
the t1aoe the 111a1t waa trring to build up the 1111lre1a, 
German bank• were taking adYantage of it. I wae against 
it. But if we didn't haTe the bi ggeat Yalue of the aoark 
and not an osoillating one that wil l giYe theao trouble. 

fixed; 
mark. 

llr . Cat(en: We ,..at know at what point that h 
aa a starting point, at what rate you fix the 
We 11111at know that. 

llr . Aranha: 
how ther operate. 
th1a. Perhapa all 

We have studied all aides to diacover 
We haTe a baa1a 1ntereat to d1acoYer 
the technical aoan can get together. 

lin. Catterx: It )'our mark il undervalued to 
atart with, where are we? It will onl7 tluotuate in 
relation to ~he original starting point. 

llr~ Wellea: I understood that you aalted Feie to 
make a auggeat1on. . 

HII
1
Jr: 'l'h1a 1e the tire t t1aoa I have heard it. 

I agree with the 111n1ater that th1a h aometh1rg t or the 
teohnio1ana to work on. Ia it agreeable to you , llr. 
Wellu, that Dantaa and 1111 people plua llr. Feia should 
d1aouu th1a point? We want all through that when we 
organ1~ed the Tripartite Agreement with England-- at 
what point would we atart the Pound and what margin. 
It ia a Yary difficult t~ng. I would like to a1k -
your propo1al ia that 1~ of the amount of each bill of 
exchange purohaaed will be eat aaide and deposited with 
the Banoo de Bruil? 

llr. Aranl!&= No. The Banoo de Brazil w1ll bur 

.. 
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1~ from the commercial banks who will buy the exchange 
in the market . 

gx·tfil That leads me to the next question. You 
aet aai • 1~. Let 1 e say that we are successful in 
arranging the t2o,ooo,ooo 1'ore1gn exchange . We will buy 
$20,000 , 000 worth ot m1lre1e. HaYing done that, how long 
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a term will you want and how rapidly would you pay that ottt 

llr .~: We can pay in 6 montha to a year. Whet 
we want re~e Justto know that this margin ia possible, 
whan it oan operate and work, and under what conditions. 
Without these possibilities whloh we haYe in other countries 
it h impossible to keep our oommeroe with the United States 
goi ng and oom1ng. 

HK.Jr: But this is a little different. 
exchange operation and not a credit operation. 

It is an 

llr. CatterY: Whet he 1e really asking 1a an overdraft 
1'no111ty, 

llr, Lochhead: le malte an arrangement under which we " 
would buy milreis and give you dollars. The Stabilization 
Fund ia not in a legal position to make loans. We can buy 
foreign exchange, which is like loaning money to you. 

w ·Jr: 11' I understand 1t, we wy from the Bank ot 
Brazil , 000,000 worth ot milreis and deposit dollars 
w1 th the Bank ot Brazil, 

llr . Lochhead: l e can only deal in foreign exchange. 

llr. Aran4a: That ia satie1'actory. 

HK.Jr: That gives you what you wantt 

llr. Lochhead: t12,000, 000. 

llr. ~~ Not immediately. There are months 
in which we~more and monthe in which we sell leas 
and that is the problem to keep an equalization tund tor 
commerce like you han tor exchange. lhen we have drop 
in coffe e we could not pay anybodY• 

Contingent commitment on t he part or llft le~e5: equal1za onn • 

llr. Loghhead: It 1a not ua1ng $20, 000 ,ooo right 
away, but it it i nteresting to know that you can move up 
to a certain extent tor certain shortages. 
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llr . Aranbal I think the but thing tor ua to do ia to agree not about a certain a110unt , but the a.1110unt 
neceuary to P&7 the arreara. !he proportion that we 
P&7 arreara you will bU7 llilreia, but that will in a117 case not go over $20,000,000. 

Hf ·Ja: The way I understand it, under the etab11-1zat1on we have certain trn.naaotion that we can or 
cannot do. We have not unlimited taci11tiea, The 
actual mechanics would be that we would send t 20,000,000 
down to lnolte, who ta our agent in New York, and lnolte 
would buy troa the Bank of Brat.1l $20 ,000,000 worth of 
m1lre1a. The milreh purchased would be lett in Brazil 
aa collateral. This would be at your disposal to use 
to pay American merchants f or regular commerce. 

Kr. L9chheadj l t would not of neceaaity be avail
able at once . 

llr: Aranha: You will buy in proportions that we 
will need until the limit of $20,000,000. 

1111 Jr: The reason I am asking ao ll&ny queetiona 
is that~ve to explain it to our Congreaa. The thing 
which is not quite clear to me ia that you will use --
we will put at your diapoaal up to t2o,ooo,ooo t or you 
to uae a a you need . I want tg explain t hat the Bank "Of 
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Brazil 1a going to withhold 1~ of all foreign exchange -
what ia it in your Nindf From 6 to 12 monthaT -- becauae 
we have to have a limit. I would like to say to Congrees--
I had a year i n mind. 

Mr. Ar&nha: Eighteen montha -- will be $1,000,000 
a month -- 1 year and aix 110ntha. 

HII.Jr: Twelve months would not be enoughf 

!(r. Aranh4: We have all blocltadee to pay. 

~: You aay eighteen months. OUt of that l~ 
you wou~ ua back eo auch a month ao that at the and 
ot eighteen 110ntha 1 t will all ba paid. 

.. 
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llr. A~1 Ye a. That can be before. I calculating l;OOo,ooo a month. a.m 

Hli,Jr: At the end of e1ghteen aonthe :rou will 
haft bought back dollars and we will relea .. a1lre1e. 
OVer a period of a1gbteen montha :you wUl Pa:r baolt 11,000,000 a month. 

"J• ArgghS: Ten percent of our total ucha.nge will be So ,oo , oo. 
Dr. 11h1te: How IIUob do :you owe the Export-lllport Bank from the other operationef 

llr. Dantaa: 

Kr. Wellet: 

180,000,000 to 122,000,000, 

Just bereT 

No . Altosether it 1e t 22 ,ooo,ooo. 
halt ot that here . 
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Hli .Jr: It we were abl e to do thle and thia 
t20,000 , 000 would be made aYa1lable at once and onr a 
period of 18 montba :you would repay at the rateot 11 ,000, 000 
a month -- is that what :you have 1n m1ndT 

llr • .lranl!tl Not exaotl:y. 
pay 1110re. Certain months we oould 

Hli.Jr: Aa rapidl)' aa oonYen1ent. 

llr. Lo~eadt Ten percent of the total exchange ob-tained would aYa. lable t or the repayment or the loan ot 
120,000,000 and tor other purpoaee. 

(Dr. Feia bad arriYed at ~e meeting a few al.nutea 
bet ore and at thla point Mde tbe following reMl'lt. ) 

Dr. Fe1al Perbapa I oan explain it. Srax11 baa 
two other notea . The tiret eer1ea, 60 monthe; the aeoond 
aerle a, a bout the aame number or montba but aince 1904; tbe 
other, U lloa 1.11;,7. 'l'he:y han paid ot t all of the tlrat 
eer1ee except a halt dozen and tbe:r han pa.ld ott a oonald-
erable nuaber of the aeoond. 'l'hoae are u.turlng monthly. 
Ten percent would g1Ye thea funda to pa;r ott a aer1ea of 
notea and make pa:y~~ent a of new arrangeaente . 

Dr, !h1t~: You apeak of thla aa a reYolYlng credit. 
Would the ideae that tb1a abould be totall:y ext1ngu1abed 
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at a gi•en date or would it reaain in exhtenoe tor uae 
ot Brasilian author1tiea to take oare ot other aituat1ona 
ae they may ariae in the tuturet 

!lr. Aranh&: No. It the exchange will be tree 
we will not need that. 

Dr. !!bij!; Does that mean that 17 monthe from now 
you Illig hi owe ? , 000, ooot 

Kr.Aranha: Yea. That ii POIIible, 

(At th1a point , llr. Aranha beoaae Yer'J , uey angry 
and in anewer1ng White he ea1d , ' I oannot, I oannot t hink 
of the word to answer you. Perhape 1t 1a beat that I do 
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not know. HK,Jr, 1n ~rder t o break the tene1on , began to 
laugh a nd Aranha laughed with h1m, though be appeared t o 
be quite upeet.) 

!Ul.Jr: How will that worlt trom the etandpo1nt ot 
the Guaranty Truett 

llr. s:yoko: At all t1118 e they oa n giu all rao111-
t1ee of ored t that they want to. 

!Ul,Jr: Will the New Yorlt benka do bue1nua through 
you or d1reot lyt 

llr . J:noke: 'l'bey will do 1t aa they have done here
tofore. 

!Ql,J r: 'l'bh will encourage them to loosen up. 

!Itt 'n2kl: AI ~ pereonal opi nion , , ... 
Dr, Pe1e: For the present we ehould hope that 1t 

will not. 
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l, l!lat h tU total Of UchonCO &n'OU'8 <ll!lo to .U.ricaA a:portoro (a) 
on exporto !rca tu lllllt o4 Stateof (b) Ora nporto !rca thiri coiV1trieof 

2. Coulcl n bo 1\lJ>Pllod with a lltt ot tho ..... ric... concorno tor -
exchatl.&• Ua been reqo.eeted aud to whoa contract• h.a•• not beee lenKJ 

3· 11h&t 1t tile total ot arraaro to all other uportoro b7 CO\lll\rioo -
both in frf• aurrenciea and co~ecaatlou currenolee! 
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4, 'Rho• do ;rou propo oo to ouppl7 with toroip oxchoJ>&o out of tu $20 •Ullont 

5· Do you th111k tut llru1l will haTe •deciuato OltChaDco to •oot out-
ot&Ddinc cont-.cto ao th07 aaturof 

6. llid &ll.7 ct tho prooont axcho.a&e arrearo lll'ioo troa l.aporto receind 
b•fore JODU&I'7 l, l9}Sf 

7. Ho• web free axcb•nce baa bee crated tor l.Qorta froa 0.ZSOD7 4:D.r1.Dc 
l9J!f 

S. Do eo tho l!ank intend to oaplo7 chonc .. in tho •&rll:ot rate tor 
purpoooo of oncouroctnc or d1ocouroctnc l~rto or uportot 

9. It H tho 1nto11UOD ot the llrulllan GOYOrnJIOI1t to •pl07 lliV' of 
tho $20 mil l ion to proYide exchence for remlttancoo of proflto or 
dlv I dtl1dt t 

• 
.. 
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DIIIII !0 II OlYII IT fta SICIII!AIII or !II.UUIT IW llella or BIS 
llau.IIO'f OSULDO ~. 111119!11 or ~ICIIIIU!ICIII or 
UUU., Cll IIOIDU, lDR!AIIf 13, lt:St, U laOO P,ll., U azu 
!llll'l'IK!II I!Uft. 
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TREASURY DEPARTMEN T 

l ftrtTCR OrriC& C:ONNUNICATION 

0A1'1 2 - •l- l, 

Secretary Morgenthau 

llr. Foley, Acting Cencrel. Counaol 

Rei Author!~ to use the stebil1..,t1on 
fund to ourcbnp• Btnzilia n milreis. 

It is contemplated tbnt t he Seereteey of t he Troaauey , wit.h t ho 
approvcl of the President, wlll purchase Bradllan mllreia with dollaro, 

eaployir« t he s tebili ... tion fund, Brazil 18"""1ns to rep~~rchase sucb 
llilreia at the snae rate or excharce at which t he ai.l.reil were purehal«< 

on oehalf of t he United Stetes, and Bra oil also agree ire to w:e the dollar 
credits for the purpoae or d ischarging oblicetions r ecentlr incurred ~ 

Brazil end p<>raons resid i ng in Brazil in purchasing col>lllOditieo and 1nltJOrt

illg thnrn i nto Brazil, with po'iori~ baing given with respect to coiUIOdities 

impor t..cl fro• t ho United Stet es. Since t he prlJDsey purpose of the tr•no
Pction 18 to r elieve the pressure on tho Brazilion ailrois resultinc fro• 

Pec.."Uir.; llllj>81d obligatioNS :>nd blocked ba4cees, tho of'cct or the trano

•ction 1a to !<IC ilitete otabilizirl! the rate o! exe-'>arco between the dollar 
a· <i tr.e lllilrda , and i t io t herefore a t ransaction which D!I,Y lawtull,y be 

C<UTied out by the stebUization fund, tho nurooae of which is to steb1llze 

tho exchAnge value or the dollar . The 1ogeiit)• of the UllO of the at.obilir.o.

t.ion fund is not affected t~ t he fact that ouch tra"""c tiona w.y also 111we 

t he effect of facilitetill! t rade batwoen Brozil and other countri es , inclcdire 

the United Ste tes. 

J.crceetents have been e ntered into in the past tor tho ~urchcse with 

the &ta'tilization f wd or BrezUian =ilrels , W4xican pesos Prd Chinese yUL\n, 

BrAzU, Mexico and Chi.na , r o3pect.ively, oarotJing to rer \D.·chase t ho resyective 
curr encies . The fact thAt in each of t heoe caoes t ho United Stetes •·•• so
tt!red 1()()% by gold or sUnr affects merol.y t he e1Cllf4ionsv of entering into 

the arrarcoments but dooo not affect tho lawfulness or tho use or t he a t&blli
ution !'und for such purpoaoo . It should also be noted that in t heao ceoeo 

no restricti on was placed on the use by the roreign country of the dollar 
credits tMde ava ilable, whereas in t he pret~ent ease the pu:rpo~e for which 
the doll:>r crod1ts D!I,Y be WJed is limited in 3uch a '«OJ' as to grc"tlr facili

tate the oointa~nee of a otoble dollnr-ailreis rate. 

Tho indicated p~~rchuse o!" ailreia would not 6ppeor to be prohi\;i ted 

lr; the J'ohnnon Act, 48 Stet . 574 (u.s.c. title 31, aec . 804(a )) , which pro
hibita certai n f inancial tranMetions wlth fore~n t:ove...-nta in default 
on their obliga t ions to t he Onit.ed Stetea, since (1) the Johnson &et epl)OU'

ently dooa not apply to tho Onlted Stetea Goverm~ent, it llDt ooin;; rvu:ed 
therein; and ( 2) t he Govorn-nt of Brazil 1a not in do!ault on any of ita 

obligationo t o the Government of the United Ste tos. 

Thoro doe• not appear to be • rv 1t&A1 objection to the dollar Cl'odits 

n..U..ble to Bra:il under such o.rrangeaent beirl! used ~&· it to di schu&• 

obligations incurred by i t in p~~rcbaairl! IIUnitions . 

• 
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RE BRAZILIAN NEGOTI~TIO!S Februar7 14, l9J9. 

10:00 •••• 
Present: 

a .!.I.Jr: 

White: 

H.ll.Jr: 

Knoke: 

Kr . Foley 
llr. Lochhead 
llrs .IUotz 
llr . Knoke 
llr. Whit e 

(Discussion had alrea~ begun when reporter 
began recordin£) 

Let me take the other side. Supposing there is 
some fellow that might have five thousand, ten 
thousand dollars in arrears , and he thinks we 
know t hat he has that. And that one fellow then 
goes to his Congressman, and then this Se.nator -
"This thiq: was written Just to leave me out. n 
The suggestion that I'm making 1s that they should 
use this to pay up their arrears. That's the 
thought. Now, wQ:y date it &t all, unless they ask 
f or it? I mean unless they s ay, •we want a date,• 
wQ:y not make it all-inclusive? 

l'hey have some promises to pay - contracts; they 
have these so-called congeladas - which means 
freezing - which come due periodically: 12 million 
this year, 2 million the next year, which is not 
included in t be sums which they expect to clear 
up at once, because they feel they have cleared 
the t up by giving their pr!lmises to pay; a.nd 
they beve been meeting them. ~hey may prefer to 
have it the way you sugges t, which might IDEke it 
possible tor them to clear up some ot those. They 
did.n 1 t say so, tbough. 

lley I offer this as a sugseation, unless you people 
disagree . Why not let the tbing read •arrears• and 
don't date it, and then it they insist on a date 
let them argue t or it. 

'Nhat do you think, Knoke? 
.. 

Well, yes, only I want t o say this: that I Jlel as 
llr. White does, or my understanding was that January 
1 19J8 included everything, because everything 
p~ior t~ tbst, in my opinion, was taken care ot by 

• 
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th~3e congel edas . But I thlnx it is very much 
worth while cleari ng that up. 

301 

You mean t 9 approach 1t with their - not with any 
d ll t e . 

J unuary 1, 138, you me~n. 

It seems t o me a date i s pr eferable, because it 
seems a mor e c~ncise form; but you Nant t o be 
$ure tha t this date does cover everything . 

I'm thinking of some f ellow tha t might hhve just 
a small amount and he ' s left out. 

I ' m afra i d so:ne f ellow i s t;ol ng t o s ay he exported 
five thousand do l lEr s worth of commodities beck 
i n 19~5 , and he goes to the Brstlli•ns - •Say, this 
c redi t was set up t o bail me out . I want to be 
bal led out .• 

Cause a lot of dead clai ms . 

I like Mr. Knoke ' s suggestion of pushing this date 
bock t o January 1 , 1938, or JanuOI"y 1 , 1937, some
thing like that. 

Hove t o keep it within some r eusono.ble period . 

J&nuary 1 , 1938 . 

l'•ell, the way I would oo tnls, I'u say - I ' a leave 
l t - have tbey s~ io September l? 

No , taey mer ely s aid they've got r;o a rreli rs before 
that time . 

\I ell then, I • 11 take Janlltlry 1, ... 

• • • 1 38 . 

I think tha t would be all right, unless - origi nally 
we were tal~ing about January 1, 1937. 

It was mentioned yest eroey . That ' s why I was 
surprised • •• • 

.. 
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-)-

It nas 137 yesterday . 

I t was 137 in the first, then it was changed to ' 38. 

Yes. 

Yes. 

'll'e 1 11 have to rewrite that, and also the one to 
the President too, Kr . Secretary. 

In number t~o you ' re skipping out tbis thing about 
Amer i can products. 

They skipped 1t very d efin1 tely. They didn • t want it 
included; very s pecific on that point, both Dr. l.ranba 
3nd the assistants. 

•Acquiring ~~erican com=od1ties and importing them.• 
Ylell , what's the point you' r e malcint , Archie? 

Oo they do it purposely because they don't want to 
pay for this oil? I'm Jus t saying, one of the bieges'
ones down there is your American oil companies . You're 
Juat s4ueezing it out ot them. 

He d!d not make that clear. 

That deprives those companies - American companies 
from being paid f or the goods tney brought in. 

Well, you sa.y •acquiring American commodities and 
importing them from this country into Brazil. • 

He says suppose they were imported from Venezuela, 
even though they were commodities owned by an 
hlllericen company. 

J.nd Aranha said they were using the funds in Peru, 
Colombia, Venezuela, and so forth, and he seemed 
to feel t hey were abusing some privilege they had. 
But he did not make it clear. But they specifically 
wanted to excl ude that from the payment. 

V/ell, isn' t Dantas com.ing down? 

Whole group is coming down - Oantas in it. 
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Is he bringing his daughter? 

Oh, that fellow they brought down from t he Embassy 
yes terday. 

I thought I just was t easing; I wondered . 

Very pretty girl. 

Say, listen, you tell Chen that from no• on I t hink 
that there sboula be n hostess in the Chinese 
r.mbassy, and with lladame "llellington Koo in this 
c ountry that she would grace the l:<llbsssy very well. 
" id you see her pi cture in the New York Times, the 
ll agaztne Section? 

No, but I know a couple of people who think she 's 
a r h th&r interesting person . But I don' t knO'IF if 
1t wo uld hel p out Olr. Cnen t o tu. ve her in the 
E.mb,;ssy . 

lieU •. .. 

lihe bas 4u1te a tew i de6S of her own, what she wants 
11 nd s o forth. 

Well , I think we ought to. 

lolay I just ask one ~tuestion . \';bat is your intention 
a s r~gards this q uesti o n her e? Should oil shipments 
to Br azil be included irrespective oi t ne origin of 
t ne oil? 

I don't know, llr . Knoke . I don ' t lmow. I meti.n -
'.vell, iet' s Just t oke a nypotneti cal ease, f or 
ins t a nce, see, which may not be so ~pothetical . 
Supposing some oil comes down to Brazil from 
Uexieo &nd it comes out ot ;.mcrican-omed wells, 
ouned by the bt&noard Oil Company of New J ersey 
but shipped by the Uexi eon Government, 6nd then the 
St anda r d Oil Company comes in and say s , "That 's our 
oil a nd under this arr ang ement we should be paid ." 

Or I•ll make i t easier. Let ' s say it ' s a Standard 
Oil Company in Venezuelo ond tney own i t and there 's 
no question about it. I •d like tog e t it - I Just 
don't know. 

.. 
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Well , I feel, llr. Secreta ry , 

I don 1 t know. 

204 

••• 1f you get away from the United States you get 
into difficul t questiOolS of interpretation and you 
get i nto controversial matters that you don't have 
t o t ake on if you cut it ott and say the stuff has 
t o come out ot the United States . 

lihen you get into the third country . 

Yes . 

Let •s s ay that lolr. Ford will ship tractors froo 
I r eland, which is woere he bus a factory. Be•s 
getting out a new trac tor ; he bas a plant in 
I reland. Be ships tractors froo Ireland t o 
Brazil. No•.•, there's a good case - no t oi,l, but 
tractors from his plont. Or Cener nl ~otors will 
ship automobiles from t heir Cerman- wha t's the 
plant they own in Cermany? 

OpeL 

The Opel plant . Now, should Cenerul Mo tors come 
under this for Opel car s mode in Cermany and shipped 
to Br azil? 

I, by, surely. But I would say, s uppose the 
people have a pl ant in the States nnd ship 
Austin cars to !lexico . 

To llexico? 

To Br aziL 

Austin 
their 

That ' s the pr oduct of ~merican labor, tha t ' s O.K.; 
that ' s helping home i ndustry. 

Tha t would be all right. 

But this other question, llr. Secr etary, r aises • · · · 

.. 

Or t ake , for instance, Lux Soap, which I think is 
owned - controlled in London, manufactured in 
~incinnati . They ship down there; they ' d be all right. 
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There• s another possible obJection. 1'he only 
companies involved in this third country business 
are two big oil companies, and the fact t hat 
hmerican funds are being loaned to liquidate 
expor ts from a third country owned by n big oil 
company might raise difficulties. I wonder if 
that hadn't better be postponed until we find out 
what was in their mind, because t hey seemed to 
strenuously ob ject t o it. 

I think so. I think tbere is something that 
Ambassador Caffr ey could throw a little light 
on. I mean I think definitely thot he ought to 
throw a littl e light on that. 

Now, shllll we go ahead? 

•J. To r equire all expor ts of coaunodities from 
Brczil to s ell to it ten percent of the foreign 
exchange ob t ained in connection Gith such exports . • 

Now, i s that all exporters of commodities from 
brazil? I see - Just of' commodities. You don't , 
know now much that would amount to? 

They estimate about 300 mil lion dollars, ·nhich is 
probabl y a little bit optimistic, beceuse they have 
t o deduct their German trade, from whicb they don't 
get foreign exchange. 

•4 . J.pply one lllilllon dolhrs of foreign excb4nge 
monthly to li~uidate c~ct&in milreis balances ••••. • 
No;1, is that the same 12 million dollars mentioned 
above? 

They both happen to be 12 mlllion dollars. 

I think thh t 12 million dollars down bel ow - that 
was 2; 12 mil l ion the first year. 

2 million tbe s econd . 

;:,0 t bat figure should be increased to 1.4 or 15 
million. 

For the 18-montb period. 

•The balances of foreign exchange thus made avail• ble 
will be used periodically to repurchase tbe milreis 
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held for our account . • Tna t •s all right. 

Yay I inter r upt for a moment? 

Please. 

~06 

Numbe~ t hree is t echnically not quite correct. It ' s 
not tne expor te r who is required to sell the exchange 
but it ' s the bank that buys the exporter ' s bill ..•• ' 

Well • . • • 

•• . which !.s requi red to sell the exchange. I 
don't know the particular •••. 

I 1d put that in, because the more you do the easier 
it is f or rae to explain wnen I go on the Hi~l. 

•Since the primary purpose of the tra nsaction would 
be t o relieve the pressure on the Brazilian milreis 
r esulting from current arrears, the effect of the 
tr1msuction is to f acili t ate and stabilize the r e te 
of excha nge between the dollar Clnd the milrei s; it is .., 
therefore a transac t ion which may be lawfully car
ried out by t he s tabil1zut1on fund , the purpose of 
which is t o s t abilize the exchnnge value of t he 
dollar ." 

I th1nk that that ought to be explained. 

•Since the primary purpose of the tr&nsaction would 
be to relieve the pressure on the Brazilian mi~reis • . • " 
I'd put it the other way around; I 1d t alk about the 
m1lreis-dollar rela tionship. 

You t alk as little as possible about i t . I still 
feel tha t if you ' re goir~ to take ten percent of 
the exchange out and let the milreis fall to correct 
the balances, you ' re no~ going to do much balancing 
for a while. 

How mony milreis t o the dollnr? 

Be about 17 to 20 . Yy po i nt is they ' re goi ng t o 
control - if t here are too many e xports , t hey 're 
going to contr ol it by letting the rate drop. No 
doubt about i t. Can you go to Congress and say~that 
thiS, in effect, i s going t o stabilize the r ate. 
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The 11nswer probably i s , lf you don' t do this 
lt might fluctuat" more, su that you cvn say' you're 
helping to stabilize it; not stabili~ing it, but 
Just contributing to it . 

I f you want to do something about helping the rela
tion, sure; but to say you're stabilizing it ••• 

You' ve got to tie it in; th&t 1 s the only lawful 
purpose for whicn the fund mey be Aenipuleted . 

You•re right . 

I•m trying t.o find a legal b asis for this . 

You•r., right. I think this ought to be developed 
cor e ; ·•e ough~; to tall< Lbout tht! dolla r-milreis 
rate and not about the fee t •e're trying to relieve 
the pr .. ssure on lObe Brazilian milreis . Wh& t we 're 
trying to do is keep tne r n te between the aollar 
and milreis e t an a dvantageous basis to tne American 
exporter. <• e want to keep thnt on a basis so in the 
world competition the Americnn exporter 'Hill tu.ve a 
oollar-milreis rate - tna t when he meets competition 
from other countries in Brazil he ' ll be a t an aova n
t ageous basi s; lind thnt •u why ·•e 're doing it. If 
thitt 1sn1 t tile r eason, I want to know. 

"ell, 1 t • s just going to cont ribut e a 11 ttle to'NEro 
tlla t. It• s going to contribute some. But it will be 
Jus t a contribution. 

That ' s the way to Nora it. 

If we ca n substantiate tna t, we 're ~11 right. 

Ought to put in - t a lK about the oollar-milreis ra te. 

"In view of the current speculations as to t he 
uses to which the s t~bilization fund may be put, 
it seems to me to be expedient to discuss the 
proposal wi th Congressional lenders ." 

No I would say t hut quite differently. I would 
sey: • In view of the fact thot this ..... ould be the 
fir at time th& t 1·1e muke an unsecured " - I don 1 t 
wont to use the word "loon." 

.. 
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"Investment . n 

"'I rt:nsoction . tt 

"In view o f t he f a ct th~> t tni s trans~ction depr rts. · ·" _ 
I' d se.y "In vi e:~ of tne r ~ct t h& t the m ture of this 
transactio n depa r t s from tho custom• ry •. •.. • 

Socething liKe thn t . 

:.!or"' g enen.l. 

I d on't ·•ant to , ut •In vie" o r the current s pecula
t i o ns b S to tne uses ... • I want to lerve t tD t sen
t~:nce out entl ,-ely . But I ' a s •y , "In vi eN o f t he 
f nc t tnc t til~s transr c t Lo n is d ifferent .... • 

Yes . 

'Inn; if .-.-e went t h r ough .• lth it, t~>ls woula be tne 
nrst ti<lle . IIOuldn' t it? Some thi~ llk€ t ha t . 

.. e c"n r e·t~ri te t ho t. 

I aon 1 t want t o su> -even h~ v e it in ·•riting a bout 
t he current speculatio n. I t ' s pe r fec tly true, if 
it hLdn ' t nrisen I wo uldn ' t t e usking for this . But 
I don't t hinK the ? r esi dent woula w&nt me t o s ~ey it . 
I1nd I'm g l ad you left out t ht r oom for oj)pr oval by 
tne President . 

I'd li.<e t o nove the t b ' f ore I go u ;> . 

Do you thin.< y :>u could in som~ "~Y snor. so::1e.<i1ere 
t ht. t you're getting inter~tst <>n your f unds t a•t ere 
put out? 

Xes, t~t ' s ~ good ?Oint 

~ee , milreis plus l n terest . 

You' r e not d i scussine tho -.uestl, n of t he r e t e ot 

o ll . 

'lie don 't n&ve t o ;>Ut the r u te; but .ve Kno" th~r e will 
btl i nterest . 

.. 
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La st night I h£d a chance to suy a f ew words t o 
Key Pittman, and I s aid, while I wns ~ littl 
pr evious, I' d mos t llke ty come up to the Hil~ t o 
d iscuss this matter with him. 

He s aid, "Whnt or e yo u pr opoai rl;! t o uo?" 

I s a i d , "Wha t Ne ' r e jlr oposiny to do is t o 1.1nl'r ee:e 
t heir foreig n e.<change and mt ke it pos s i ble for 
t hem t o go ehead a no do business wit a us.• 

He SLi ol t o me , • :iell, tna t 1 s " onJer ful . i>o Y-'U 
me~n t o s ay tn&t ~ordel! Hull 1s going to le t 
yot; no t his? • 

I saia , "Yes , he is . " 

• •. ell," ne s .. i u , "ttu< t' s t ne best suggestion I 
ever hea r u . n be sa l a , "I ' m f o r i t . Come on u~ 
una I 1 11 n.: lp you. " 1m.l then n~ s cio tnis . lie 
seid, • liell, whicn Com~o~ittee Vlill 1t flO t o?" 

I sul.d , 11 Does 1t na ve t o s o t o ' Committee?" 

Ho s a l u , "Yes, be t ler nava yl)ur discussion in the 
Committee, no t on the floor or t he Sena te . I Nould 
tnln~ it better go t o Fin~nco r t ther t han B"nKing 

.. 

:. :1d Currency . " 

bu t ne sa i d , "This 1s fine, t his is Just the Kind 
o f t h i ng - thi s is wh~> t Ne should use our ::~oney f or , " 
and oe s a i d , •Tais ls r1na .• He s«id, • I never 
t hougnt •·ou could pu t i t over . " He s~ id , •this i s 
t he most sensibl e sugl es t i on I •ve lle&rd yet . • 

Th:. t • s e~fully good s upport . 

Who ' s the Fin~nce Co!Dlllittec? 

Pa t lia r r ison . ·•hi le he ' s South un.l C·J tton, he i s 
fr iendly t o tne Tl"easury - ver y fr iendly . 

But I ca n ' t - I don ' t .<nO'II hoH t he President i s go ing 
t ll r eact t o this thing - I Jd&b n the c oncur~ent r e solu
tlon· but I won ' t go one s t ep witn t nis unless I get 
1 t ~no Su:nner Welles 15 backing me a hund r ed percent; 
he ' s n i d I s houlun ' t !)O one step ,; ltoout an ~pprovu l 
of the Sen" te ~:no liouse , end I won 1 t do 1 t . 

Regraded Unclassified



Wbite: 

I!.M.Jr: 

Knoke: 

I!.M.Jrr 

Knoke : 

l! .:l.Jr: 

310 

-11-

Nell , I think, tben, tbe thi ng to do is to make clear 
in tbe memo to the President the difference between 
this and the customary operation, which would be 
Justification for that. 

Tbat•s a ll right . 

Now, llr. Knoke, wbat I want to ask you 1s this. 
I thought the State Department handled one part 
yesterday very badly; that is, Herbert Feis came in 
late and all of a sudden be talks about the milreis 
market. I d on• t know bow you feel, but ey own feel
ing is that •e better not try t o t ell the Brazilian 
Goverlllllent bow t o run their currency in relation to 
currencies other t aan tbe dollar-milreis. I mean I 
think when we begin to tell them bow to handle tbe 
mi l reis- mark or the milreis-pound or tbe m1l r e1s
sometb1ng else, we ' re treading on pretty dangerous 
gr ound . 

You ask bow I 
tha t I didn't 
but he didn't 

feel. 
tllink 
agree 

I said to Dr. Pel s yesterday 
it had any place in our agreement,, 
a bit w1tb me. 

Well , I think it was mos t unfortunate he wasn't 
here . Now, I don't tb1nk Feis really qui te under
stands it. I don't tbink Ambassador Caffrey quite 
understands it. 

Incidentally{. I do •went tha t tb1ng in writing about 
that gold . et me Just call up Sumner Welles. 

(On phone) SU1Der ~elles . 

It's probably in tbe mail now. 

I thi nk there i s this Justification for your position. 
Tiley are competent t o d ec1de what 1s in their best 
interest in that respect. If you ask them to do 
something otber than wbat th~ decide, it is because 
you are putting scr8WS on as a quid pro quo for tbis ; 
and tbat seems hardly tbe thing to do, because you're 
asking tbem to set t beir r ate or excbange with a tbird 
country in wbicb tbere are usually matters of defini t e 
sovereignty. Raises a lot of problems: we bnven't got 
a tripartite agreement, nnd tbe rest of it. 
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I 1ll make another for ecast . It we do it, the 
details will be out. "The United States Government 
Bribes Brazil •• " - this will be the German- • •• . With 
lwenty llillion Dollars in Order to Burt Germany." 

And there are a half dozen different ways of gett ing 
around it, even if they don•t fix the r ate. 

Doesn't make e bit of difference in the l ong run. 
Any government that is determined, as Bitler says, 
to export or die, will •••• 

Will export. 

.•• will e xpor t, and subsidize expor ts to the point 
that it can export. No«, the rate won't, in .r 
opinion, meke a bit of dif ference. 

It will make some difference . 

#ell , ell right. 

I think Ar anha was right . ' 

For us t o try to determine the r ate - I mean :you•ve 
had all this t hing with :your dumping; can ' t even 
determine a r ate for our own thing. 

What it becomes is a bargaining proposition. 

(On phone) Hello . (Conversation with sumner 
'Nelles folloRs : ) 
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"· .Tr: Hello . 

'p~r~~or : llr. Welles . 

u:!Jr: 
Sumner 
l"ellee : 

't Jr: 

.: ·..rr: 

... 
~::J r: 

'i : 

' . 
:; :Jr: 

"': 

,. .. Jr: 

.... 

": ·.rr : 

••• .. 

Hello . 

PP\\o , Henry. O?od morning. 

How Pre you? 

•1e hlld a very nice avenine •t your houee. 

Tlui.nk you , ! enJoyed having rveryb?~,y . Suaner, I 've 
been talking ~lth ~ peopl~ • bout ~e cee~1ng theY're 
galng ~o h~ve at eleven o'clock ~!th ~he ~rsz111~n 
exp,:.rts- -

Yee? 

And re 're -- Re t&r k 8 ouroelv~s are c~neerne1 .. ~ th1~~ 
•re 're in !"CC">rd. They've drA?rn u;> a ne., cec:.orPndur.~. 
! ~~n 't kno~ ~hether enyb~dy 1• coming over rron the 
~t•te De~Prtcent, but I wiah there ~oul~ be somebody . ... 
I think Fe is ~ught to go over. I ' ll get in t ouoh 11Hh 
nill . At eleven o' ol?ok you e~y7 

Yes. 

Pere ' e the ~int -- 1t 7~u eend Fela, ! wish thet you'd 
give hi m instruet~ne in r~g·~ ~~ th~ p•r~ioul•~ 
thing eb?ut t hie qu~~~lon or the n~w relRti;nehip ~lth 

Thet'c whet ! have 1n o1nd. 

And ~hether y?u'd like u~ t? h8ndle 1t -- let ?ur 
r~reign ~chsnge pe?ple hen~le 1t ss P p•rt of this 
t~enty m1111on dollars - - ~r ~~·th~r you ~~nt Lo hand l e 
it sepRrst~ly. 

I th1nl< 1t ought t.o be hPn~led ~~~ ,. ;>~rt or it, Rn~ 
I ' \1 tell h1~ eo. 

And if you don ' t mind , I t binl< on tha t p~rt1eu1Rr phaao 
you 've hPI\ quite a lot or ex,,er1en~e .,h1ch i s u~efu l. 

Oh, I think lt'e 1nr1nitely better -- for your pe~ple 
to handle H . 
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.... 

.,: 

-~.Jr : 

.. 

... . .. 
·.· Jr: 

--. 

" :Jr : 

... . 

,., , 

' i:.Jr : 
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After e ll t he;t 're in it, ~n<' the;: ' r e te~hnicians 1n t h"-t 
,Rrtlculnr f!e l d . 

! cpil t.t' qgree . 

And 1! you ' ll l e t. us hendte 1t, •·e"l · ~ it. as b~st we 
cnn . 

j t h ink i t oug.ht t.O be don e Jurt th'\t .,,.., ~nd I ' 11 tell 
bil1 80. 

. ;ey I ask Y'>'..l e questl ?n ? 

?le~fP. 

D~n ' t. y:)u t.h1nA ! t ->'lld Ot' r~l l , •1ne e t.he t.!.=:E" 1e 
S,1ng, ! ~ .Y"'t c.)uld h~tvt- • r:e-•t' n& r1t.b Ar;a~a -
p<:>et1bl.!' one or tr~ :>f' h ie :le:>_~le t h l• '-t'terno:>n !n 
order t? t.bl< o ve r ao~e Fpt'c1f1cP 1ly ~n~ ~>re 1 e t r llerl 
VPr r 1 ~I" :> 1' the tdP~ O! t he C:>r,,.ll'llt lon? 

k tl rlght. , End it' I do I ' ll h> vr c•@re Jo~eE h~re . 

r t '!lin'< t.hPt v•oul d be e v er,v Sol:>d !dell. 

, .. .,11, l et. tte J ust. l?"lt e t, m.v MlendPI', 

ve~h . 

.. 

'"'e cPn rt~rt 1n herp 1\ 1. -- v >ul11. t'"·o- t.h 1rty r-r)l' ( 1m '" 
little b1 t 7 

! d~n•t. th1~ so . 

- l"'!q, t,., 

! 1on 't to!.nk s:>. : t.:. 1r.~ t ht· t -o~ld be Pll rl&•t. 

,..el l, I. ¥"111 - - : •a evn11•bl~ ,. t. ~Y1.J-t.~1 lrt::. 

All righ t . I ' m expect1nc. lt lm n"w . 

Anot--
And I ' l l tell him thAt you ' ll expect !'>1m s t t.w:>- thirl.y . 

~r ~ I ' l l se~ Je~• ~ t o b~ h~r • . 

All r1eht . ''or , ! ' 11 OllVe car•r ey 60 •wer. •lth htc , 
because I r:>n ' t be ~ble t o set ar~ troc tn~ , r r 1ee . 
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~'Jr: 

W: 

,., : 

At two-thirty? 

At two-thirty. 

- l! -

Rlgbt, and -- and y~u •111 talk to Fe1a? 

I ' ll talk immediately. 

Thank you. 

All right, ~enry. Thank&. 
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I thoU8bt •••• 

(On phone) ~r. Jesse Jones . 

I thought yesterday you sa id you didn ' t want us to go 
into that matter with them, to let them do wha t ever 
they see fit . 

We 1 11 go int,o 1 t a nd let them do whe t ever tney see 
fi t. 

I see . 

I sn ' t th&t wh&t you understand? 

I Nas ., little bit contused when you called ·.<elles -
gave b1m the i dea we were going t o settle the question. 

We 're going t o s ettle it in t he sense •.•• 

We ' l l discuss i t a cademically • 

I mean you t ake it up - I want you to approach 
lt end t alk t o them &bout it, ~nd tnen after 
you ' ve t alked 1 t over, if you ca n do something, all 
right, and i f you can ' t- but I mean, in other 
wor d&, t he responsibility is with you gentl emen. 
I mean what I sa i d to Vlelles - I want the respon
s ibility. Didn ' t I make it cl ear? 

Yes, you did; very clear. 

I mean I wasn't trying to preJud~:e the t hing . 

You made it clear t o him, but now it ' s clear to 
us. 

(On phone) Hello. Tell him it ' s important, 
I'd l i ke to t alk to hilll. Please . 

~he point that I got over - don't ~ow whether you 
got i t - tha t the Treasury wi ll take on tha t part 
of the negotiation - I CDean the for ei gn excnange of 
Brazil not only in r elation with Germany but in 
relation with anybody . Now, in di scussi ng it, can 
,.,e go beyond t alking t o them obout tho dollar-m1l:ei~? 
Con we tel l< ebout the Ja p yen-milreis? If not, tnat s 
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tor you - but the understanding 1s that we're going 
to carry it and not do what they did yes terday 
morning; they bad a big d11cuaaion over in t be 
St ate Department about it yesterday. 

Is there any doubt in your (Klotz) mind? Didn't I 
make it perfectly clear? 

I thought so . 

You made it clear to bim, but we ware under tbe 
impression that you felt we ousbtn• t to get into 
that • ••• 

••• because of what you sai d earlier. 

No, what I'm saying is - wha t I want to say to feis 
is that when be comes over the Treasury will carry 
that , the technicians here will carry that. You may 
find when you get into discussi on that maybe you 
can get something, tbnt they'll say they'll vary it 
20 percent up or down from 1> mean base. I don ' t 
know, there may be possibilities; I'd go into it. 

The instruction is clear now. 

I'd go into it, ~'d raise the point. I 1d raise the 
point about m1lre1s-sterling . 

There's one point about the loan •.. 

llo? 

I think as long as we ' re - that'll come in there 
automatically. 

Well, anyway , •••• 

That'll be automatic . 

That ' ll take you too far. 

.Vha t I said yesterday to llr. 1'/elles - I said, "SIIIlller, 
do you want us to rush this thing through and get 
this thing tbrousb without any strings, and do you 
want to leave the other, the corporation i dea and 
the rest ot that, for use for trading purposes, or 
what do you want ? • 
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He said, "Yes, rush this tiUng through, get it 
through, and there will be no strings on 1t; we ' ll 
use other things subsequent ly.• 

You don't feel tb.at you•ve given V:elles the impres
sion now that since we b.ave tb.e r~sponsib1lity and 
tb.en later 1f we decide not to aocomplisb. anytb.lng 
b.e ' ll say, •Well, tb.at's why we didn•t get anytb.lng . 
Ne let tltem b.andle it; tb.e result is we got nothing 
out of 1t.• 

No, Aelles is so del1gb.ted with wb.at I'm doing, 
be tells everybody. 

(On phone) Bello. 
J ones follo>~s: ) 

(Conversation with Jesse 

.. 
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Tbere is Just one aspect ot this loan tbat I don' t 
tbink was clear betore thnt becomes clear now: that 
they never will borrow more than 12 mil l i on dollars; 
pay it off at once, won•t increase it, and decrease 
it; starts practically at 12 and goes steadily down. 
They said tbey don 1 t need more than 12 - may need 13 
or 14. 
~by do they t ake 20? 

'Lhe answer is they can• t deterllline a t t his moment 
the total of arrears . 
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Jesse--

Yeah . 

• 
February 1•, 19~9. 
10: ;)2 a .m. 

3! 9 

The r ePe?n !'~ bothering you ta th~t the St~te De,art
~ent h~t asked me to e tert at tw' thirty this ~ tternoon 
with Brazil on the question ot cr~ita -- c~ccercial 
credits. Hello? 

Yeah . 

I ' d like very much 1f -·ou could Glt in with me llnd ~olp 
me . 

''l!lere? 

At cy otrlc•. 

'!'11o th!rt.y? 

Yeeh. 

! 16. be glnd t.o. 

Thcnk you . 
memor endum 
co•~ld reat'\ 

.. 
t~ow , ! \"'ill ernd you over t~ your office ~ 

.,hlch they h~vP given u~ on t hat nn~ if you 
thAt before you coue you'll 13e t the iden. 

All right., fine. 

Two t~lrty. 

Fine. 

~sn~ you , Jesce. 

• 
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1111 .. aq ..., .. u... or ar1Uc1- 7" _, baYe la r""''I"\ 

of 1\, 

M - u 1 baYo llec ablo w ... ....,. o \lao tor 
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....... ..u. • 
.... ' 1 ....,., ef IUM. 
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lllfl•Ti-. tor &14Cb I'W'I"'•• t.IM l tobUhaUoe Plllld ootoblle.\ .. pgrlta.'>t to a.eu .. 10 

of Ill• Ool4 ' """' .let of UN, u ........ , Oil coo.SU1oo tbot \be OO'fo.._oot of 

lirn ll ' '"''• - ot.hor UW.C•o (1 ) to npvo- 114CII al.lrolo td.Uolo •is~'-

1:1\erll t 1a dolloro "" Ulo al.lrolo bal.&Deo at tbo nto of oot leN t.baD t.broo 

per coat ~r -• (111) to ..,.Uo7 t ho dollar uc!l&aco oo ol>to1Aod u oluo1v41J' 

tor tbo pvpo10 ot po.Jlac or d11cboz¥1ac oblt,a tiooo 1oounad oe or att ... 

fft,'"'"'"' 1, 1918 ~ t.ho OO'foi'DMilt. of bn.U or U7 1111107 t.boroot or 1117 

rt11G1QI 1o .llro.U 1a purcl»aJ.na 01: u q.Ur 1n& •ov art1cloo tho £rootl>, 

J~l110o or ~ae\lii'O ot t.IM 01111\ .. lltotoo ..., iavortlac tao ..,., 1ato llnoU 

W o co•V7• fllereton \le 1\ 

loooh .. 1117 U.. ._to (U.. llooalo ot leproaoo\att ... C1XICWTI.aa) that 1\ 

\l>o - .. et \M Ceap- \loot U 11 ,..lnblo &114 1o tbe publlc 1atonat. 

tbo Soero\arJ ot tM rr__,., u\1ac o1tll tllo • pprowl ot tllo Prui;!oot, to 

1oto aa .,..._, oitll U.. OO'f- ot &...oil of Ulo cbuw\er doau1-

tbo pr ... blo of \1111 roeoliiUoe. 

'Wt.4 Ob&D&.cl tO • J 8DUI1l'J• 
tbo Soorotury at 9:30 m11t1D& 2/a' 39 
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Dear lira Jonall 

Tba 8ec:T"at&J7 of the 
Tua.ul')' bn l'aQu.,t..S M to 
torwar4 )'OU tha ecloa..S -
rand us on th a propoe..S Braa11-
lan-Amer1can organ1&at1on. 

!Ilia 111.11 tva tba -~ 
lee\ ot 41Milaa10D a t the -'-
1.111 rl th Dr. A.rllllba at 2a !0 
thia ..rtarnoon. 

SJ.nce!'el)', 

Pl'i~ate Secratar,r. 

Honor able Jeaae B. Jocea, 
Cha1rND of t ba Board, 
Rec:onatl'uct1cm 11Dance Corp., 
Wa~h1n&t0D1 D. C. 
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.. 
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February l•, lP~P. 
2:15 p.m. 326 

~UJr: Hello. 

Oper~tor: Ur. Welles. 

:;I:Jr: Hello. 

" : Oo ahead. 
sumner 
Wel l es : Hello. 

!'1.:.11·: Sumner--

'V: Yes, Henry? 

~r: How, I've hed co lucK with the Preaid~nt . I see he 's 
c"lnct>lled 811 of h1a :.;>;:o int:~ente. ;:or, ! wanted to 
~ck your advice sbout ?ur goins up on the Hill to 
speak to the lesdera about thia loan. 

~ : ~ell , I don't think that you hed in mind to do that 
with<>ut t.alk1ng to him, have you? 

M.:Jr: Well , only rhst you said t.het -- h~ told us tb~t what. 
ever you and I asreed on we could go eheed. ThPt 'a 
v1het I ' m -- I wondered whether we better walt. I ca.'> 
1•:n1 t l.f you think --

'V: Well, I thl.]lk it would be B he;>pier situeti:>n if ,.e 
could talk ebout it •ith him first. I - - I havP" 't 
celled htm up today . Have you spoken with htm? 

If: 

!!:~r: 

1'1 : 

rt!Jr: 

17: 

Hl!Jr: 

17: 

il!!Jr: 

!<o, no , I diiln ' t rant to . l'o, I just s;>ol<e to ~'c!ntyre. 

I aee . 

Yeeh. 

And then ! saw the ticker tha t -- no, I didn't want to 
bother hi m personally on tho phone . 

\tell--

You think i t would be-

I think if we could dr?p in there sometime tooorro,. 
perhPpB it wo uld be better. 

That's what r -- I agatn acked tor an ap;>ointment for 

t.omorro". 
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Yefth. 

Your incl inati on r :ml d be to wait. 

Until to~rrow , yes. 

That ' s all r ight with oe. 

227 

Now, I r ecei ved t hle morning th~t r evised dra!t wh i ch 
you sent me. 

Yes. 

I think it's entirely sat.1s1'8ctory but ! l'&nt~ t o lay 
these two thoughts bef orp you. -- Ptr•t ot Pll, in t he 
event that -- for eo~~ rea~?n or other that~~ ~on•t 
l'ntiei:'ll'te -- th~ Cor.gr~ee rAfuees to "'las£ -t~1s !:on-
current. ~~eol~t.1on -- · 

Yes . 

I r.an t to have the very d~ ~ inlte ~!£urence that. the 
Ex~rt-Im~rt Ban~ could t hen undertake t.h le 

You want the asznrence fro:n whom ~ 

You . 

!!e? 

Wh..v n<>t.? 

I don 't. see any re&c~n whY it. ~tbouldn ' t. be done thPt 
,.ay ~ d., you? 

r;-, , I mean, I 1?n't have t.;) g1v~ you an3' es~urRnoe-. 

'1o , I ::tean , I j ust wa:t.t. t o b~ o•.tre t.bet you have no 
obJ ect1on. 

Oh, I have no ?bJectton . 

Because my f eeling is th~t 11' the Congrecc obJ ects , it 
would not be on t he ground th11t they obJected t o the 
pol1oy i nvolved , but sioply to the utilizat ion or the 
Stabilizat ion Pund f ?r th1e purpose. 

No or I ' d go a s t ep f urther it you ' d r»ther do 1t 
t~ough the Ex; ort- Import. Bank 1n the first pl~ee, t hat ' 
ell right . 
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Tba~'s en~1rely a ques~i~n for you to decide . 

Well I ~hinT. i~'e 9roper ~be~ it ah~uld 50 throUGh th~ 
Stabili~e~ion Fund. 

·~ell , t het ' e the re .. son -- thnt ' s the reecon tha t. ! 
t oo'< 1 t f '>r granted th•t :1ou ;r~r~rred it t hl't way. 
The other though t I wa."'ted to l!IY before you wAs, thPt 
1! you asked t he eenct1on of your ut111ztne >.hP Stsb11-
l%.Nt.1on F'und in t h1c ws,.v , lt might b• - - 1t woulii eeem 
to ne , t.hPt some of t"oeA cen~lemen ,..h~ v·o.;:t to create 
Pe much trouble as ~hey csn -- m!~ht eey th•t th i s 16 
~n tn~ 1c,.tion thAt thP Stab111:o~ion F'und i:PE be•n used 
for eicil•r .~nrpoHs ln the pPe~, ~-"~ they ' d "ent 
.,ould rP.nt to lmo" I'll Pb?~•.t lt, l'n1 !:'1E;h~ cr.-ete P 
~1ff1culty th"t r~y . 

... ell cy e;et.ho:l ~!' e:>:'r,Pc~ r-Fe, : •·llF 5:J i nt: t'l t.tt lk t.> 
t.he ~~~ocrA.t.ic letodrr~ 1.n oat!- t.he Clen.ate ar.d t~~ ::'>Ut!f', 
~1th ~hoc I '= on ~cr~Pct.ly frtendly terne- -

Yeah. 

In l'n 1nforoel nPnner--

Yee . 

Aek1ng the\r envtce . 

I see. 

And !:.PY 1ng t.hPt bct'orf:l t.h.e f\p!Jnlut.l'Jn \-Juld come 1' ! · ~ 
-~nt, ,. cuorent."'" !r.;Jtn t.het: t.h.Pt. it. ' f f'ling t.O ?ass· 

Oh, yes • 

But. if I c~uldn ' ~ get ~ gu,rentee , ! ~~ul~~ · ~ ~a~t 1~ 
t "'t.roduced. 

Yce.h. 

I ' c not go i ng to te~e BnY chenc.o . 

u m-ho . 

')n sett1n6 turned down , rorra:.lly . 

v e because 1f Rnyth1ng ?f ti:~t «ind d i n. happen , Pe 
.e ' • •t -?uld cocplPtely :"'Jlr. t h l< ,..nole v1e1t. . y?u Know, - '"' · 

.,10 __ and plPO Y'hen I go u} :>n the :'ill I ' m 
.,h • qu1 t.e. 
t~lne t.? Pe~ you t.:> so with ue , 
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Oh, I'll be happy to do that. 

~To, I agre!' with you. And - - ln tact, r tol d tha ~ t ? 
Aranha. 

Um-hm . 

I tole\ h1m I was go ing up on the '!1ll , but I would no t 
l e t 1t go t? P vo t e unles• ! ~~s ni ne t y percent sure 
1t would pas s . 

Yeeh . 

So he kn~ws th~t . 

And 1n t he event they t.ell you t.h•y cen• t give YO'J t he 
guarP~tee , and you dec1d~ not to go ahead ~!th 1t, 
~· ' 11 have ~t.Y to uU l H e the :;,port.- I cport. 3anJo: . 

That.' s r1ght . 

All r 1ght , F.enry, t han& a eo t'uch . I t hink 1n t he 
~regPnt f ? r m 1t' s fine. 

All right. 

And I 1 11 try anci ' o Yrhl<t ! cAn t o be s ure t hat ,.,. d o 
ge t i n tomorrow t o see t he Pr es i dent. 

• 

~:.:Jr : Yes . 

''I• .. . 
~: Jr : 

Tn~nks . Good bye. 

Good bye. 
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Prtttnt; 

111n1tter Al'anha 
Mr. Dantae 
Mr. Je .. e Jonea 
llr. Oatter7 
Mr . r ole)' 
Mra. llot~ 

2:~ p ••• 

.!i!!.bl Are )'ou still baYing a good tiaet 

!!r, AraJ!ha: Veey good! 

IDl.Jr: No ill ettecta troa laat night' 1 d1nnert 

!i• Ar~: It waa a urYeloua dinner and we were 
w1 t h goo p eoP8. 

~~ (fo Mr. Danta1l I underatand that you get 
along Yery well. 

!r• D&ntall I think it il a ll cl ear. 

llr. ~u: there are a tew more det&1la, but I 
think •• ,... progre .. th1a morning. 

330 

HM.Jr : the State Depart .. nt auggeated that we lll.ght 
begin to talk with JOU a boUt thia deYelopaent corporation 
i t that 1a agreeable t o you and I haYe uked llr. Jonea to 
oc:ae in beoauae tha &xport-Import Banlt and the R. r . c . are 
hie chi l dren. .t.ll we do 11 juat atgn the ohecka and h e 
do .. all t he work. 

l!r. Amnbal Be did in the paat when •• bad a blockade· 

~~ fht1 afternoon I will eit on t he a1del1na 
and haYe you talk to !!r. Jon••· I han not had &D1 tiM 
to h&Ye a rebeareal wtth him and we w111 all talk 1t oYer 
together. Ae I e&1d, llr. Jonee a nd I ban had no tiae 
to rahearae , eo we will do 1t before JOU• 

.. 
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~· Aranhf.: lhen I o&me here I •118guted that 
we ooul haY& an insurance from :rour GoTernment that if 
we would bu:r more or les s t5o,ooo,ooo in American mer
ohandiae we could do that in three :reare to equip our 
country and pay in ten :rears. That mean• that it we 
will need locomotives or ra1lroada or an:r kind of equip
ment and we will colll!l here and bu:y, and )'ou will take 
care of :rour people here and the:r can eell to us more 
or leaa in the same conditione that the other competitiTe 
countrin are tr;ring to do for Brun. The Seoretar:r of 
the Treaaur:r and llr. Wellea had in lllnd an organbat1o.n, 
Amer1o&n and Bruilian, t o develop all thia equip~~ent &lld 
do thh throll8h this for~~. 

At the beginning I waa a little ekeptio&l about 
it and after I tried to talk to rq people and haar fro• 
them and the:r explained to me that that would be a good 
deYice for this work and I met in one night with~ as
sociated. We ll&de a suggestion. What occurred to us 
we put i n a paper, without diplomatic arrangement, Juat 
what we feel . We are Just now in thia poaition. 

HII.Jr: You stated it very well. 

llr. Jones: You mean Just inforally. 

llr. Aranh&l We are now in thia pos ition to etart 
t he consideration of thia idea. 

ape 
You think :you can uee 1 50 ,000,000 oYer 

:reare! 

231 

~ Ar~: That wae m:r t1rat suggestion. I came 
here an i tOld :your GoTer nment we had to equip econoll1call7 
Bru1l. We han to b~ aan:r thinge to atart our steel 
faotoriee, to build some ro&da, to equip our old roads. 
We need more or lees 200 looomot1Yea and 4,000 care and 
we need raila. It you will tell us that we can b~ 1n 
the United states up to thia amount ot tso,ooo,ooo, 
we can do t hat in three years , but we cannot pa7 until ten 
years . 

Kr• Jonetl You will want an inatallment plan of 
t en yeara. 
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Mr. Atp~: !hat ia Juat generall7 the idea. 
can arriTe at ~e years. MT idea waa riret to creat: • 
here a market in tb1a. We could bu7 then thin 1 and 
prefer to bu7 here than in Belgiua, England and !:rman 
countries whioh are o:trering ua through barter to aen

1 

the aame produota. 

Mr. J¥nea: Building roade. 
or ra1lroade 

Dld 1ou mean h1ghwa1• 

~· Aranha: Ra1lroada. We are bu1lding railroad• 
but we ve to build more. We han to bu1ld 10 000 k1lom;tere 
a year. That is the plan or the Oo• ernment. 6,000 1111ee 
railroad a 7ear. 200 loc011oti•e• and 4,000 oars. 

Wr• Jonea: How m&n1 111lea or roada have 7ou now? 

Wr• Aranha: 26,000 m1lee. 

Mr. Jonea: I gather it waa the idea to set up 
oreditT 

Mr .Ar~nna: We think we can do it 1n three years . 

Mr. Jgnee: 
country to t is? 

What about materials to come from your 
Will they pay in payment of this material? 

Mr. Aranha: No. It was our idea to pa~ tso,ooo,ooo. 
We could make an annual payment, like we did in the blockade. 
Xou remember you authori&ed that? Do a tb1ng 11lte that 
and the average will be that we will have $50,000,000 now, 
but we will pay year by year -- $5,000,000 a year . That 
will help tremendouely our program. 

The aeoond idea ia what the Secretary made and we 
studied it and we Just ga•e our opinion or tb1e organi&ation. 

Mr. Jong:: Shall we consider the credits tor tb1a 
equipment on t baaia atated without regard to bilateral 
trade? 

HM Jr: What theY needed wae about $20,000,000 to 
clear up=tEiir baolt foreign exchange wh1oh preeently ex
iste. What we are discussing now ia the propoeal that 
through tht Stabilization Fund we will buy trom the Bank 
o~ Brazil t 20,000,000 worth or m1lreia and t hat we will 
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give them a credit of 120,000,000 through the Federal 
Reserve in New York. What we are doing ia arranging 
eo that they have $20,000,000 of foreign exchange t o pay 
debts owed to American merchants . 

Wr.Aranha: We want to free exchange in Brazil. 
That is the obJect . 

r·Jr: As I explained to the Ul.nister, 1t we did 
t his an d it in thie method, legally I have the right 
to do it under the Stabilization Fund, but it is a little 
bit different than anything we have done and, therefore, 
I want to ooneult Congress. But, aa I explalned to the 
U1n18ter, if t here was any doubt on the part of Congress 
and it was something that they did not want to do, then 
I would not push it . we might want to !all back on the 
Export- Import Bank. I have talked to ltey Pittman about 
it and he was very enthusiast ic. From cur standpoint, 
the part we are handling here with the Minister 1& the 
credi t t o t hem of i20,000,000 through t he Federal Reserve. 

»r. Jones: That is not part of the $50,000,0007 

!Ul, Jr: Then comes the $50,000 ,000, which can be 
liquidated but they will want from 5 to 10 years. 

The third thing we will take up with them, whenever 
they are ready, is the question of discussing with them 
whatev~r assistance we might give in Orhanizing their 
Central Bank. 

llr. Aranl!a: 
we want to be sure 
you suggested thi9 

About the second point, this $50,000,000, 
we can buy here in :1 years. About th1a 
organization. 

!Ul ,Jr: Should I explain that? We hAve a lot of 
companies down there who have money invested, whol lY Amer
i can owned, and the thought! bad was, after all, there is 
nobody who should be as 11111oh interested, for example, as 
a company like Swift & Company, etc. We should give them 
an opportunity to participate in this movement of a devel
opment corporation to help Brazil become more productive 
and 1f she does she can pay her debts easily and can buy 
more merchandise from us and we can aell more to them. b 
Also an opportunitY wi ll be given to Brazilians to s~b~ 
eoribe to thla. Then it ie a question of our eubscr ng 

• 
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enough oapital to aake aYailable further aoney wh1oh 
they oan uae· aolely for purohaau he". the K1n11ter 
aa1d he would ahow ua what other oountriea are offering. 
It i t m.y thought. l'ou 111&7 or •Y not 11ke it. Rather 
than make th1a an exoluaiYe United State• operation we 
t1e 1n with theae other people and knowing how you (Jonea) 
have alwaya operated, I thought it aight appeal to you . 

l&r. Jonea: Would the t so ,ooo,ooo oredit be a part 
ot thAt operat1onT 

BK.Jr: l'ea. 

llr, Jonu: t hen the loan by the !xport-IC>Ort would 
be to tbat o0%1)oratio.nf 

BK.Jr: l'ea. 

llr, J~net: the American-Brazilian corporation owned 
by Allerioanua1neaa in Brazil and 1n thia oountry, and by 
the Bra~111an Government . 

J!r• Aranb&: B;y the GoverMent and alao pr1Yate. 

HlltJr1 
GonrMe 

fbe control would be with the Bra~il1an 

1&r. J 2g:•: fbe loane of 
would be to t t Corporation. 
lend to ;your railroade. 

Kr· Aranhat Yea. 

the EXPOrt-Import Bank 
fbat oorporat1on would 

(At tb1a point Mr. Jones quett1oned Jo. 7 of 
l&r. Aranba' 8 aemora1141d and llr. Aranb& gan a fUll ex
planation about tht: ltabira Iron Ore Oompany.) 

l&r. Aranbal Brazil baa 
the iron otthe1iorld. If we 
bag);, 

more tban one-third of 
aell iron we oan take coal 

.!l!l...!l.rl they will b&Ye to buy a lot of coal beoauae 
tbair o0&11t i>oor . We ban a ohanoe of .. 111ng them • 

Regraded Unclassified



-6-

great deal ot ooal. 

llrfi Aranha.: The 0erlll8.ne are big owner1 of 1118.nganeae 
mines in razil , Our rubber coll8a from A!Da~ona8 and the 
beat rubber comes from that part of the world. The Br1tieh 
asked us to give them plants tor their botanical gardena. 
We did t hat and ten years after we gave it to them we just 
died because they planted everywhere and grow their own 
rubber. 

Mr. Jones: In the case ot the oil fields, in what 
way would you want t o uee your funds for thatt 

Mr. Aranha: We d iscussed oil 
this company would work everything. 
money to develop that. 

in Brazil. Just now 
We would use your 

KU.Jr: As I underatand it, by subscribing Brazilian 
capit al to this corporation, that that money will be used 
to develop local enterprises and the United States capital 
subscription would be used to buy the necessary machinery 
in the United States. Supposing we were able to arrange • 
t hi s $50,000 ,000 credit . That would go for machinery here, 
but there would be no money to pay tor labor in Brazil to 
bring up to the productive point. Therefore, taking part 
ot the whole corporation we spread our risk and share in 
the whole picture. 

l.lr • .1onea: We may be able to make some 8ort of an 
arrangement . I want time to think this over, but we may 
be able to wor~ something out. The question of terms 
would depen~upon the character or t he material purchased 
and its probable life. It it were railroad equipment, 
would we have a lien on the equipment? 

llr. Aranh&: Xu. That i8 in our auggeation. 

HM.Jr: Our first discuaaion waa on S~~urdaY• Wet 
talked about it on Sunday night. Then the ~ni8ter een 
us a rough dratt and today we have really begun to talk 
about it. 

ing of 
others 

Mr. Jon 1: I think I have a pretty fair understand
it and ! would be glad to discuss it with you and 
interested whenever it i8 proper t hat we should do 80• 
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ft• Aranb&: I a111 ent1relJ a1j Jour cHepoe&l. 
In the eginnlng aJ preference ne 1 50,000,000 u.rgin 
tor our bU7ere here, but I think that oan operate 
entirelJ eeparate beoauee Jou haYe to allow Jour people 
t o haTe eo• faoil1 tie a here t o eell and thue we oa11 

keep through the no~l o-ro•, going and ooaing. lfe 
oan do that in the no~ w&J, llr, Piereon went to 
Bru1l and I bel1eTe he real1&u that we haYe to help 
ooameroe t o eell, lilte England ie doing now and France 
11 doing. I e.a not epoelting of Oer.DJ and ItalJ • 
.Uter I baTe etudied thh idea that the SeoretarJ bad 
i n a1nd, I think it would work pol1tioallJ in a good 
W&1 -- thia deTelop•nt corporation. 

want 
will 

Hll~r: (to Jlr, Jonee) I iu.gine that JOU will 
to It thie oTer and wheneYer JOU are readJ JOU 
eee ue. 

I would like to ll&lte thia euggeetion. I think 
that Profe11or 1fill1a• and OoYernor Rarrieon will be 
here tomorrow and if JOU want to talk about Central 
Banke ;you can do that tomorrow. KaYe :rou anJ plane 
t or tomorrow atternoont 

Mr. Aranba: No. I am at :rour dhpoeal. 

q.Jr: Will 2:30 be agreeable! 

llr, Aranb&: lfe w1ll be ha re • 

(Al.l t hou in the Becretar:r'• offic e lett, with 
the exception of Jlr. J onee.) 

33G 

!I!L,[r: !hie thing 11 eo big and I want JOU to 
know, 1i1Tliw of what 1e haPPening on the Hill, I told 
Kane• that I will not go through with th11 thing unle11 
I can get aome kind of a reeolut1on troa Congreae author-
1&ing me to do 1t through the Btab111&ation Fund be~auee 
U 11 an uneeoured loan. !here il no queetion about 
ite legalit;y. Our A&b&eaador eite here reading a newa-
papor and Dr, Fe1e paid no attention whateYer ae if to 
ea:r, 'lfe are not intereated in the II negotiation•• 

llr J • Do JOU think thev are afraid of itt , ontt. " 

... 
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HX.Jr: Mo. I don't think eo. 
tbue1aetio and th1e 1e what he wante. 
to think th1s propoe1t1on oTerf 

l'ellea ia en
You need till8 

Mr. Joneel I want to take plenty or time. M7 
guee& 1s 1 ae far aa the Export- Import Bank ie concerned, 
that we will agree with )'ou on th11 f 50,000 ,000 progru. 
We will make aTa1lable detin1tel7 1X million dollars 
and the balance 1t we can, according to cur limitations. 

HXtt!': Aranha aa1d tbat"we are about in t he same 
poe1tio t Ruesia wae in 1922. Ruaeia went to Germany 
and they gave them macbineey and teohnioiane. German7 
ie willing to do the same th1"f t or ua, but we want t he 
United States to do it tor ue. 

NOTE: Arter Mr. Jones lett, HX,Jr told Mrs. llotz 
that the-liport-Import Bank is limited to t1oo,ooo,ooo 
and it thia loan took $501000,000 tbe7 are coming near 
their limit , and Jones ea1d he would make a coMmitment 
ot what the Bruil1ana needed t or one year. .. 
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!Ill .... "'' ,. rwrwr 

..-tau ... ot "'- 1\ata o.,.n-t ...s "'-r~ ""'" 

liMa dte-u, W1\ll Dr, AnaM u4 h1a uo.,.iatao, u a part ot "

.-raJ. procr- tor eloaer -para t1011 'betooon Braa1l alld tbo lhU tod 

1\at oo, u ..,.._., t or \boo pvoboao ot ailnh oltb dollaro, Brio~ 

tile plea 1e u tou-a 

Upoa nq111ot fi'OII lraail, oo W1ll purobooo ilraalU u 
llilre1a up to $:20,0000000, •Jilo71"' t boo Stab1Uaat1oa '* 
tor \bot purpooo, lruil will qrM 

(1) to .... tba dollar ondi to tbua obtaiood ooalu
•1••17 tor tbo purpooo of diooborli.., obll~ 
tiou laovr.d oo or otter I a,.....,. 1 , 19)8 aiiCI 
prior to tile date ot tbo acro-t, b)' tho 
Oo•onaoat of Bra til, or 1 \a rot1d111\a, 1a 
aoqld.ri"' -rio111 ao-tleo aiiCI hportiDC 
tbola ti'OII Wo eouatl')' lato Braalll ('fbooo 
Cll!'r&llt a rrouo, 1t 1• tboucbt, aoouat to ap
prosbatol7 ru,ooo,ooo, but 1111>7 boo :oor.) aiiCI 

(2) to repvobaoo web ailrolo r....,. tiM to tiM 
WS.Wa 18 -tbo ti'OII tbo date of tbo qroo-t 
at tba pri• paid b)' u tor \boo ailroh, to
ptbar witb 1ater ... t at tbroo par o•t• 

h baft -· atoi'Md ll!r lraall \bat tbo7 1Dtalld to adopt • pro

llt'U to -bl• tMa to ropurobo .. tile ailrole o1Wa tbo 111 IJOOQtbo' 

porilld ... botuUall7 .. follow• 

lraoll will t"Mid.ro tbo oalo to tbo llo.Dk ot Bra.U, in 
-u- 1111!1 .u-o-r\a ot _..ttUoo r .. Bra.U, ot 
tu por -t of tbo t on1p n~ obtolud 1a o 
Uoa 111\ll ...- ..,.r\a, I\ 1e ootaatod \bat tbo _, ot 
tonica uo-,. ~ ob\oliMCl '1111 aTOr&p 'be
tz,oao,ooo u4 uo,oao,oao a,...... lraoll ooU..teo tbot 
t bo torelp eso...,. tb• aa4o aY&llablo will 'be outrtdoat 
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l1a11 tile priMl'J PIIJ'POH of \lie t. ...... .Uoa lo \o eoa\rl...,.... 
\o a .. ,.. tt..bl o nla\1aub1p .,., .. .,. tile .. Uar aad \loe Jlru;luu 

Dllro1o ill order \o taaillt..\o Uwlo lle\wooo \loe \Oo eoa\rioo, 1\ 10 

a \J'II>N0\1 .. wbiob M7 lolohll.J lie •rrlad oa\ 1i1J \loe ftaloUlM\1 .. 

......,, \loe ,...,..... of Wblu 1o \o o\aW.U• \loe ouboap ftl• ot \loe 

dollar, 

Ia 'fi" ot \be t&ct tile\ \be pnpo ... \ftDA.Uca dlttoro tn. 

\be uruc-t.. wbioll !left prniouelT ....,. _.. oUll C!daa _. lluieo 

1a \be\ 1a \be latt..r U...otioae ov pve- of \be ........Uoo of 

lllOh eol8\riM .. ,.. ......... OM bWrM per _, oi \ber bJ col.d or oU.

ftJ'• Mel 1a 'fi•• of \be t&o\ tile\ lnoll will lie .. 1., tile dollar orod1t.. 

t.. 41oellu'p _....., &J'I"Mra viol-. on or 1111P"rt.. ti'OII tbo IIDi W 

lt..t ... 1\ - v .. it ... ..u lie oapedi•t to ft-• \be lnuUoa 

'-'loa wltlo \M r ..--10Ml a.Mro. Joeeorti-c!T. 0..... ...,..\&17 

ot 1\ot..o ..U.. _. I • ...,.... lf it _.._ 111.\b 'fOV approool• \o Milk 

\M Mwt .. et \M _.,. ,,...,_ l_.... u te \lie deelraloUl\J of -""1 

"- \M ......... & .....,_, .. oob\lca ...... ~ 1a \M fora 

attaollool. ... .. a .-laUoa, of eove•• - ao\ ,...utn oDOU\ift 

llfPl'Oftl .... ._ ao\ -.. \be f- ... ottoe\ of law. -r, \b1o 

M\llod bel ....,. .-plo,.. u a - of upftlti-c -croooioael op1D1 .. 

.. a\t..n ot pu)Uo s...o..-. 

.. 

Regraded Unclassified



· - J- 346 

II,_ sa usa, -· ...__.I -.&1 _,_ ..... .._ 

... , ..... 
nn;; ... 

' 

Regraded Unclassified



' 

A COD!IIa! --..nc. 
111~ ,...,.., to \be ~ ot lnai.Uu .ur.a 

IIPUI, 1a JMCOU"Uou toeto~..\..,. dlll7 autllorlaad npn-wuna or \Ida 

Gon...-t ud 1M Qo.,._, of llraaU ~daraUoa baa baaa 11'"" to U. 

• 17 
- ~ 

parcbua or lr,..llian ailraia w1 t.b 4ollara 1a ao _,., not - .. t20,ooo,ooo, 

• •7114 tor n ob .... ..,.... t.ba ltablliaaUoa filM ••wbl1o- p-\ to S.Otioa lO 

of tbo Gold ••• ..._ M\ at 19)4, u ..-.. , oa ~Dd.l Uoa t bat \ba aa--t at 

l ruil ..,. .. , ..,.. o\bar thlala, (1) \a .......,..baao au.ll ail n l o oi\bia aiP'

rroe t ba dew or -~~ a~t at \be .... nw or n teo nt anbaqo a\ 

1e~orocJt i a doU.On "" \be ail rab ba' ••o• ., " '" ft\e or not l au tl1an t brea 

or t.t. pl&l'pOea ot pqt.ac or di .. busiac obl1&otiotUI 1...........S oa or after 

lae•••'T 1 , .,,. 11r t.lw Ocnoe-t ot BruU or ur aaouy tber.ot or aa:r ,.,_ 

.ruldl•IC la 11'"'11 1a plli'Obaaiac or aocpiriac aa:r a rtlalaa tba pvath, pJ'Odu• or 

-·al'••o~,.,.. at 1M llal\ed ltaw• ad laporUJic t.be .... l ata lraail troa t h1a 

!banton lie 1\ 

ltoobad 11r \be ._.\a (\be ao- or JlepnaaawU.,.. ~ \bat it i a 

..... at tile eo.p..a \Ill\ 1t 1a 4 .. 1rabla ... 1a tile poalllla ia\enat t or 

... ,..\0.17 ot \be~. &otiac wl\11 \be &pproftl ot U. rre.id&t, \a •tar 

........... , wi\11 \be Qcnoe_, ot lna1l or, ... abana\er 4aoorl- i ll \ba 

• 
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...... Sa ••U•Uao ••••• ~ •t~oenMII •• m-.u.,.. of 

.Sa ca..-• _. •o Clllll,.;••-•• of lluU -.ww.u. lou .._ 

11- to •• ,....._of ..,. .. u. aUnlo •• ..U..e Sa a _. ... 

... ., •• , e.a,ooo,ooo, ~tor_.,.,, .. •• "*''·ua ,_. 

.. tuU ... pu •• "' .. ,.. l.O of •o IIIW ' 1 •• 11ft •f 1934, .. 

...... - -au.- ... , .. ··= 'oflluU. .......... 

~ (1) "' • a , s• ..- .u.na. lllUiia •• ,_ ,_ .... ._ ef 

.... ., I a• d tile - ftM V ..... ef ....... •• ~ tile Jdl.l'llla 

_.. pu P _. a WI el tile lalW ....... (11) te ,... s.-... ia 

..u.n • •• ~ .. , ... •• til• nte or 11ft 1- ._ ..._ ,.. -• .. 

,_ _ _, ... (W) "' ISipJ4r tile ..U... ' ... en .~ .. -IMIISftll' 

tw •• ..,. .. ot ,..sa, • u~ ..u..s-• s._,... • .. an. 

lm»q 1, 1977 11r •o ••,.·--• of lnllll • _, ..- •-r. v .., 

....... 
-. BMW"\ N it ..-! .... llr .. laa\e (- ..... ef I j I wte\i-

~ .... " b .. ·- of •o ... - ... 1' 1o tallll'lllll• .. Sa 

t?l• pUUo Sa.._. -.. ... • stsq ot .. ,.......,, &ftlal n• -
PIPIOftl of •o h.,, .... •• Sate a .... •• ef .. ..,.._ ...... 

'-iW ....... ,. ___ ... ot ...... ' 
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••••e, fa ••U&U.e Mt•• *II' -~ .. .,. .... u ... •t 

tllil ..... , ____ , .. .. .... "' et ...u -.u..u.a lule "-

p.., to till jMW hM el 1ne11te ..ur&. •• IDllaro ia a_, M\ 

_ ..... , b:l,ooo,ooo, ~ tor -* P'II'JIIM •• hM"'MUa ~ 

N\llbll8.. .... a\ te ._,., lQ of .. leU ' 11 01 "" of 1934. u 

....... a oaa.ua .,, ., llua • t. o.t ...u .,roo, _, ••• 

tbial•• U.) .. ~,.,........ .. ll1lH1o ... \lata -· T~ ,_ ......... , 

Jllllb .,ru ••• at. Uao- nw or nwa of...,..,,. a\ 11>18 til• ailnio 

,_. .... ' .,. • -.11 of tlal a.!W 1\1\IOJ (U) to.,., ia-t. ia 

~~ 1, 19.J'I 111r .. lll...,oa __ , of ln.u or ~ · .,,_, tboreor, or ~ 

,... ne1. ... Sa lnoU ia ,. I ..... - ~· UT &1\111 .. 

ial>ontac •• iaw lnoU, •• pl'ion• ill pq1q or 41...,...1111, .,.... 

~ •"' -- •• ~•••" '" --11111\111 ~ ,_ •• auw 

lllllo we .... H 1\ .-lN lilr •• laa\1 ( .. loiiM of le)OI'U•taU ... 

--sq) .. , u lo •• - et tllo "i=P'•N tha\ U 11 Meinblo •• ia 

•• ,...Ue iatoa•\ ..... II U\e~F et .. Jr.._,, uUal ritll .. 

.._.,_ WiaW • ., ,,,,_....__ • .._ 
4 P Gual et •• "'-l-,.. a 
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1
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A GOIW"M UllllolrJal 

•• ....,.._ "' \loo 1"U"''Iu o ot lha!U• .ur.te 

IIII&W, la ••U.a\taaa Mt.•-~ aYVlort* "P-\aUno ot 

"'I I a...ru-t 11114 "'• Cllltwwa\ at ll'a.U _ai._U. .,., ..._ 

at•• \o ~~~II af JneUtaa ..u..il td.tl> ..Ua.ro Ia. _,DO\ 

u oMllll •.;o,ooo,ooo, ~ t.r _. pupe11 U>o SW.l Uao\laa ,_. 

11\al>UII>M pu'-\ ta leftUa lD If "'I lieU ko11rt1 AI\ at 19)4, u 

ao:• 4..S, aa _.,.u .. \lui\ "'• •••as•\ 1t ln.U ..,.., _, •U>• 

tbia .. , (1) "' n p01r111a11 _. .S.U.U td.\alla aa1 7111 ,_ ~~ 41W ot 

....., .,._, a\ t.bo - raw .r .,..._ ot a 11>anr1 a\ 11>111> t.bo llilrl1o 

- · Jl'll"""l ... aa l>ollalt or "'I llai\ell 1\aWJ (U) W per leMrN \ 1a 

4olla.ra • \all a11Joo1o balaCI a\ \all raw or 110\ 1111 ...... ~ .. per • • , 

por -IIBI 11114 (W) ta -~ \bl MUu • e1>an1• 10 ol>\t.llll4 nolu.l~ 

tor tllo pu.rpeoe et pefillc or .u ... orlilla ..u,.\laao tcouft'ltl oe or at\lr 

loa....., 1, 1U'7 _, Uo1 ••• .,, or ll'u11 or _, ar•q t.boroot, or _, 

1opor\laa .._lata .-.au, 111u. ,n.rt" 1a II'II1At ., .UMba.r(IJic....,.. 

oiiUca\laae \o ~ 11- a• rwpoe\ \o eu 41\ 111 ~ned,_ \Ill a.!
li\a-

.,., nam11, .,. u ~..,. • "'I...,.,. (\I>• 1ou11 ot a.proo• \aU\'11 

--Pi'ilac) \ala\ 1\ 11 "'1 _ .. or ~ ...,_..., \ala\ i \ io 411tr•bl• •• 1a 

tllo pUUe 11--.n \l>a\ •• l•re\&17 of •• 11'11_,, U WAI •1• \l>o 

approftl or ... h'latclaa\, --- lata ...... .,, or til• Ollarao .... · 

dlllrtW •• •• ••= n•\ 1.t .....U. 

• 
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a .M. Jr: 

President: 

ll ,loi.Jr: 

President: 

R.loi.Jr: 

President : 

ft, Y,Jr: 

President: 

B.ti.Jr: 

H, K. Jr. called the President at 11:40. 

Bello Kr. President. 

Bello Ben. Bow i s everything? 

Everything is fine . I talked to the Eleanora 
and they are fine . Bow are thines with you, 
which i s more important . 

I am reeling much better. 

You have bad a bad time of it. 

:352 

Bow are you getting along wi th Welles? 

Fine, and I understand you are seeing Aranha 
at 5 o'clock. Could you squeeze Welles and 
me in for five minutes before? We have arrived 
at a point where we need your approval . 

Come in at 4:30. 

I am very much obliged. 

• 
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•·oeun~ Fe'bnlar715, 19.39 , Secretary• a Office a t 2o30 o ' clock 
Preoento Secretary, l!rs. Klotz, Dr • .lranha1

1
J:r. Dmtaa and • 

· r. Penta ado 1 Ambassador Caffrey , 11r. Harrison 1::- 1'11111 
•·r. Ynoke of the Federal Reserve Bank of !lew Y~rk ' Lir "e~u, t 
the r tate Department , lless re . Foley , Lochhead ond

1
'11Jite . 

8 0 

Tho discussion opened wit h a stat.emont by Dr . •ranha explain
in~ Brazil' s need for n cent ral bank . Ho road from tho brief r eco
randttm he bed presented to the Treasury containin~ paints to t.. cis
.,.!sod rolnti~ to the proposed Central P&nk, lie •aid that the 
otatua or the details or the proposed law woe much the same ao had 
been l e ft after tho discussions held hero 1n 1937 ·otth Souza Coota. 
r . ranha stated that upon Souza Costa •s return to FrazU in 1937 
.he political and oeonool.c situation was such tna~ the Central lWIIc: 

coul d not t... then put into operation, but that tho time was now 
opportune ror tna creation of such a bank . He stated that he thougbt 
tho dlscusdon ml.!ht well proceed on the basic points ral•ed in llis 
brief r:rorand=. 

:53 

Pro'e88or "iilJ.ial:;s stated be had not gone into the sit\lOtion 
tinea 1<')7 and aol-.ed sane questions with respect to tho powers to 
i'ouo currency now prevalent in !'ruil, etc . Dr • .lranba oxpla1nod 
l.ho ,... • • en. Why he felt that the present eat* of " razil did not !'1mc
tion on woll as would be the case wore it able to confine its op<!r3-
tient to COllrercial banking , leavin~ central htnk operations to a ,. 
eentr~l bank . 

Profoeoor IYilliame said it appeared to 111m that tho Bank of 
' r azil wns now perforMing ~e st or the tuncticne or a central bank 
already and that the problen was one l"er&lY of transtorriru; those 
'unctions to a newlY created orga nization. Dr . Aranha a~reed and 
.,...,-ked tha~ tho Dank or Brazil bad oo uny varied tunctirn• to 
'Jerfon: now that eftici ent execution or ita roaponolo~\ities as a 
CoTercial bank and as a central bank was irporeihlo . 

l'r . Harrison raised • ..,., further q~~t~ationa lr1 tb r espect to the 
~chnieal aspects or t he plan and both •·r • . illl.a~o and l'r . ~a.:-~ 
n'-'•ted they would like to see a dra..'t or the la,. . !)r , ~ranl'.a ""' ed 
that he did not have a draft with hil:l alt.l'.ot:-h he thou•ht """ai blY 
he :r1-ht haw one at the J:lobasoy . But he went on to !flY that be didn ' t 
foel'it 1r.\portant to disCUSS the detailo a t tbio t ime bUt rPt ber to 
t ake up tho queotiona as to organization, tunctions and powers o! t he 
~Mk ~& t hOilllht .hat discus sion on those "attero could "" forward 
w1th~ut tho do~Ued dr aft and that subrequontlY technical men could 
co to ~razil if necee~:ary and study the ontter in s reet de tail. 

Tho Secretary sll88oeted th3t the tochni cal oren continue discus.
sion of t he points rai sed by Dr . Aranha on the ~o!!':~n\,";~r~~·in 
Dr . ~ranha eaid he wae not ce rtain tha t __ ~~ :'there He added pertly 
o.ny case 1 r . D~t~nt&e 8J"d l/r . Penteado WO\UA.' • ' 
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racet.iowo~. but ~ aeriou~. that llr. Dantu wu apt to be 
biued in•-cb u be wu an otticiol. in t.be Bank or Bruil and 

therefore pouib~ not. u ~thetic with the creation or a centrol 
banlc •• llisht otherwise be the cue. 

The -t.1ng aloeed w1 tb tbe understanding that the tecbnieians 
nre to meet the next morning at the Treasury to diseuse mottera 
raised b;r Dr. Aranba's 11181l10randum relating to the oraat1on ot a 
control. bank. 

354 

• 
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l'ebNary l5' 19:19 

~ : 4:5 p • •• 

Dr. Feie atayed behind aft Mr 
group lett the Secretary' s otti oe ei • Aranhe and the 
that he obJected to the use ot the ~t!~i~ith;iseo~ary 
tor t he purpose of puroha81ng m1lre1a with z: 11°n d 
to f 20 ,000 ,000. o are up 

Dr. Feia: It ia a l oa n tranaaotion not oonneot 
with thoae problema ot monetar7 poli cy that the Stabili:!
tion Fund i s engaged in. The pr oceeds would go to a 
sQlll number ot corporations. 

~lol,tr : Let me ask you, Herbert . Are you being 
perteot Y onest with met Are you worried that because 
the 50 or 60 business houses will be helped that the 
bondholders will feel that they are not treated fair ly? 

Dr. Fe1a: The t will be one ot the sources of 
cr1tio1sm. 

~,Jr: Wil l not the ori tio iem be the eame it t he 
Export- mport Sank does itt 

Dr. FeiJ;, That 1s not as i mportant as 1f the 
Stabilization nd got the criticiam. 

HlolfJr: Is not t h1o an exclus ively f oreign exchange 
operation 

Dr. Feie: But the purpoae ot it le to make a loan. 
You are pr oViding t unde t o enable the Bradllan Oovern
llllnt i amediately to pay ott certain American houses. The 
tunde are used up illllll8d1ately. Th1a ie a loan tranoac
tion t o enable the Brazilian Government to pay ott now. 
The question will be ' WhY ie the St abi lizati on Fund doing 
that now? ' If I were an eXPorting house with frozen 
aaeet e in Germany or Italy, I would aay 1 l!ould t he Stabil
ization Fund do that tor meT' I am really being moved 
by a eenee that you may impair the tuture function ot the 
Stabilization Fund . It you had no other way of doing 1t 
then I w~uld eay tr~ to do it through the Stab111zat1on 

.. 
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Fund. I would eugged tbat JOU go alln4 w1th JOUr 
negot1aUone. Thea oall 1n .Jeeee .Jonee &!14 P1ereon 
an4 I aa eure that JOU O&JI 4o U through the kport
IJU)ort Bank. 
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rebruarr 15, lQ39 

5120 p.a. 

257 

Pruontl 

lfr. Kanu 
Mr. r oley 
lfr. LoGhhead 
I>r. White 
lira. ltloh 

to know~A!{:w~~.c~n;!!e::!ti~t~~"!e!0~h;o;;:.~~t 
I had a chance to talk with Mr. 'felloe and he told ae 
that th1e morn1~ Mr. Feie oame in to eee him and aeked 
to be relieved of attending oonterencea at the Treasury 
becauee he waa 1n complete dieagreement about our mak
ing th1e credit arrangement through the 8tab111~ation 
fund and lfr. Welles replied that 1t th1e wae what the ' 
President and I wanted that lfr. reie should go along. 

I ea1d 1n view ot Mr. Feie 1 emotional display 
here eay1ng th1a wae the wrong thing to do, Juat be
tore I went to aee the President, plue my letter trom 
Arthur Vandenberg, that I waa going to preeent it to 
the President ae a possibility and not ae a recommenda
tion. 

So when I went i n I ea1d . to the Preaident --
oh! he ea1d, ~ou only got a oouple ot minutu.• He 
ea1d ' Hurry up! Hurry up! 1 I ea1d, 'Wait a minute, 
lfr. Preeident. !be laat t1ae Mr. 'fellu and I eaw 
you, you said the eaae thing and you took t11D8 to read 
the etutt on the refugee matter and you were pretty 
M.pp7 on that and you bad better gi1'8 ue tiae on tb1e.• 
He eaid, 'That's right! Tbet1 e the laet tiae I saw 
you two together.• 

I ea1d, •we are propoeing to malta an advance of 
t2o ,ooo ,ooo through tha 8tabi11ut1on fund, but there 
are two alternative•· You oan do it that way or through 
the Export-I~ort Bank,' and without an)' heetitation 
whateoever he aa1d, •no 1t through the Export-Import 
Bank •• 
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And, strictly in the tam11¥, I think he waa 
telephoned to betore and was prepared, beG&uee he 
could not han given it to me juat like that (snap-
ping tingera). ,Whiob ia all right. 

He aa1d, 'How oan it be doneT 1 I eaid •It 
can be done through the Export-Import .• Ha a~1d, 
' Tell Jeue that I would like him to do it. • I aald 
•Jeaee won't take up the loan question until after he' 
§•te approval ot hie 8111., 1 and the Preddent eald, 

llof I want it all t1niabed b7 the t1ae I co•• baok. • 
So aald I would c&ll up Jeeee. I thought while rou 
gentlemen were here I would call hill up. 

So when I went out Wellea a&ld, "You are gol~ 
to apeak to Jones and tell hia about thleT • and I eald 
·~ea, I &II goi~ to turn lt all over to hill . Jonea 
like to handle thia alone.• So he aald, 'You are go
ing to atar in on thla, beoauae rou are 110at helptul. ' 
I ea1d, 1 0nlr it Jones wants me to Jonee might want 
to handle it alone .• Welles aa1d, ' You had better 
stay in on it. • I said, •we will eee. • 

For the record, I think I have been aaved another 
heartache beoauee to go up on the Hill with certa1nl¥ a 
very vooal part ot the State Departll8nt thinking thie 
waa 111politio, even illegal waa t he word Welles ueed 
he aa1d illegal and 1spol1tio outeide to me -- but, 
1Th1a 1• what the Preaident and Yorgenthau want but 1t 
1a illegal and iJ1Polltio 1 -- I think we have been aaved 
eomethlng verr good. 

Mr• H•nee: ~. it not WelleaT 

~: I don't knOW• I can't pl&J' thia gaae. 
I don't~ how· I can' t tell a tellow one 111nttte 
one thing and then aay , 1 Ot courae, 1t t hU 18 '\'hat the 1 

Preaident and Treaaury wants, we will go along. I don t 
how how to plar it. 

Th11 ia whY I telt the President wal prepared. 
He aald 'It the 8tab111zat1on r und would 11ake a gold 
loan in'oonneotion with the Central Sank, I think thai t 
would be tine.• The President could not Juat iaag ne 

.. 
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theee things. 
air. 

He could not pick it out ot the thin 

Kr• FoleY: I think the tip-oft on the whole 
thing 1e the oonduot ot the fellow• t rom the State De
partment. 

tixing 
I ~~Port 

Kr, Lqtihhead: We are officially released troa 
the price ot the mark, We will let the Export
Bank •• • • 

IDI.Jr: We are Juet biMol riniehed! llr. 
Aranha JDeete oYer i n llr. JoneeY ottice. We are Juet 
out! Let llr. Wells and llr. reie run the show. 

(At thia point , IDI,Jr epoke to llr. Jonee on the 
telephone and a record ot their oonvereati on i a attached 
hereto.) 

HK~Jr: I looked Feia right in the eye. I aa1d, 
"Are yo ng hone at with 111et len' t it a question 

:59 

that theae 50 to 60 manufacturers that you are eo worried 
about are going to get their 111oney and that the bond
holders are going to kick that they don't get theirs 
and theee 50 to 60 manufacturers are going to get tbe i ra\ 1 

He eaid, 'Well , it makes it very e111barraeeing that t he 
50 to 60 gete .all theira and the bondholder& get nothing.• 

But I have Just been through thia thing up on t he 
Hill and I don' t have to be hit over the bead t wice. 

pr. White: Thia involve• no riak o r headaches. 

HXtJr: I will be even f ranker. I had~ doubte, 
but when have doubta and there ie a quut1on of goi ng 
I.IP on the Hill, I ateel JQ'eelf to go through with thle 
and I wae read7 to go up and aake thie fight becauae I 1 
thought it waa the only way tor ue to do it. All right. 
I don ' t have to do it a nd I oan etill look at myself in 
the airror and don't have to drop rq ey... I realized 
what thia battle aeant and we will have our own battle 
on the Stabilization Fund and the right to deval~e t he 
dollar. I waa not going t o flinch. Al~ right. It 
theae tellowa want it tbia way , all right . 

(At tb1a point, HK,Jr apoke to Dr. Fe1e 
telephone and copy ot their phone oonYereat1on 
hereto. ) 

on the 
11 attached 

.. 
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f'·ifl lellee aa14 Peh oa .. to h1a th1a aom1J18 
an4 1&1 , 4on 1 t want to go oYer \hera a111 aora. I 
don't want a117 part in u. 1 'fhh h Yei'J nob the .... 
thing aa the Prenoh bul1ne11. The AJ's:t defendiJ18 the 
nation aga1nat th1a fellow Rooanelt -- and llorgenthau. 
He wanted to aall for good baJ'd oaeh Aaerioan pl&Ma. 
'le did our beat but the Preaident got llorgenthau &114 
he Juat foroe4 1t 4own our throat. 1 'fh11 h aaotl1 
the I&IUI \hiNt-- 11e 41dn 1 t want t o do it, eto. and •• 
forth . 1 DonT t haYe to tell ae tw1oe. 

J!r. ~~ Are we goill8 to pureue quuUona on 
the Centra.l T 

IDl.Jrl Until ao .. bod:J elle doee. 

Dr. !fhUJI I l'a1ee that qu eaUon beoaua.• if thera 
11 a question o a Centl'l.l Bank I ahollld l1lte to intro
duce t he queaUon of 111Yer. 

H!,Jt: Liaten! &il Yer, tin aad Juat a little 
d&lh of rub er to ·.ue it atiok tosether. 

Ia had batter arranga with t he Stat e Departaent 
aa long ae it ia Cabinet he come in at •:16 to do Central 
Bank. 

!he Praai41nt felt it waa better todo it tbat w•J• 
I aa Juat going to dial atra1ght aoroll• I han n;w 1 taken a loolt at rq pat hOM• I bad two Joker• -- el II 
and Peia. 

k• lcooblatt41 Broken atl'a1ght nuh. 

oOo-oOo 

• 
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Pebruary 15, 1~~~. 
S : ~a p.o . 

3£1 

HUJr: ?.ell o. 

Operator: Yr. Jonee. 

HI:Jr: Hello . 
Jesse 
Jonee: Hello . 

H!:Jr: Jeese? 

J : Y~!!.h. 

~r : I don 't know ~hether Sumner Welles has had time to call 
you or not. 

J: He be a not. 

?:~r: 

J: 

J: 

!l:'Jr: 

1 : 

Ht!Jr: 

J : 

<n..!Jr : 

J: 

HUJr : 

J: 

Well, he and I Just oaw the PreP1dent. We ?Ut up to h1o 
the question ot thh loan aga1netoloaU1!; t>Xchange wt.th 
Brazil--

Yeah. 

And the President seemed to teal very e~hatlcPlly th• 
it would be better to ~ave it done by the Export-Import 
Bank. 

Yeah . 

And be asked me to call you because be said he bad a 
cold, and he'd like me to tsk~ hold ot 1t· and, aa ~e 
;:•Jt it, have it all e1ened, sealed ar.d dt-llvt>red by t,he 
time he returns. 

You cean -- ;tou oean 

Yea. 

Let ' s see. 
That, and the other -- the blg loan too. 

I see. 
so Ed and I -- what I will do 1st f ~ lt,~a;~r:~l~hi~:nd 
you over tonight, eo that you ge ' d 
ln the morning, everyth1n~ that we ve one . 

All rtgbt. 
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!'!.IJr: 

J: 

HltJr: 

J: 

"!!Jr : 

J: 

:ttJr: 

J: 

~!Jr: 

J : 

"'.:Jr: 

J: • Hi.:.rr: 

J : 

H:.tJr: 

2 - 3S2 

And then I will -- you arrenge with -- any •ev that you 
•Pnt to about eeeing Aranbe abnut it, •111 you? 

Yeah. Seeing who? 

Arllnh&. 

Oh, yes. 

I mean, !rom now on it 's it's your "beby". 

Oh, you're putting lt on my doorstep? 

Well , the President is. 

I see. Well, I'll tal~ wlth you eb~ut lt. 

The President ls. 

All right. 

And i! -- everything ~e got ie at your diepoeel, but 
it's your D:;:ort-Import l!~nk and the •baby• is Y'ure! 

All rlgbt. 

All right, Jesse. 

All right, thank you. 

Good bye. 

Regraded Unclassified



• 

:t!Jr: Hello. 

Febr uary 15, 19~9 • 
5 :35 ;:>.o. 

363 

OporPtor: Or. Fel s. 

'-~ !Jr: Her bert ? 
Dr . H. 
F~ls : Yea , air. 

;::.!Jr : 

F: 

'C.Jr: 

:z: :J'r: 

F: 

;: 'J r : 

"' ' .. 
H!:Jr : 

... . . 

~: 

F: 

'!1!Jr: 

You ' ll be plea~ed t o •·now 
U d 

~ that the Presi dent .of 
nlte Statee n~reee with <>- you. 

'''ell, I - - I am very. !!ay I aek a quest1on1 

Yes. 

the 

Did he reach the concl~e1on by h1~eelf, or wee he 
arg·~ed into it? 

!'o , he rea ched it by hiaeelt. 

Really? 

Oh, yee. 

I ' m extreoely i nterested, ~nd I thlnk vour life ie 
t o be a little bit fre er of worry. · 

Well , ! j u£t c~Ued up "r. Jones . 

R1Sht . 

II 

And told hio t he t from n.,. , ~n the ne~;<>1.ht.l~ne !ll'e hi a 
end it ' s up to hio to see ::r. Arenha •b""" th1e . 

! 1m sorry t o beer th~t , but ! CPn underet•nd 1our 
doing it. 

And --

! ~iah you'd kePt it ln your '.n hands . 

Well, I can ' t do both, end I wish t~• t if y<>u f elt 
tha t these negotia tions -- tha t you didn ' t wen t to 
to.Jte part in them, tht>t :,•ou h•~ c?me en<i t old 01e so 
youreelf . 

Well , Henry , I di dn ' t want to take ;>~rt 1n them - - Jurt 
on t h is one -- Juet on th1~ on~ thing. 

Well , I t hink af t er six years you migllt bo.ve come 1n 
&nl\ told !!le th~<t - -
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F: 

::;:Jr: 

:: 
"' 'Jr : 

".Jr: 

F: 

'-':.Jr: 

:' : 

P: 

t.r:tJr: 

( F: 

- 2 - 2£4 

~ell, I -- there to, ~e're Ju• t D1sund~r~~&nd1~ r 1th 
one enotber, beca use t hr t wae ~ purp?se in ~ tot~!n~ 
to y?u this aftern~on . ! -- wh•t I E~ld t~ ~Pllee w~t 
the t if !t's decidea by the PrPeldent t ha t he ~•~te 
thle t aing done through the St~blllz•tlon ~Jn~, I tilnk 
it ' s eucha mteteke ths t I ' d r Ptl!e r h•ve no ,art ln 't , 
but 1n telklr~ with yo u t hls Pftern) On -- when Y>U •eld 
tha t you were prepare~ to consider, t •lrn the t hine ?ver 
ln your mlncl. , then U - - it e~~med to b e '"rely s ltly 
f or me t o t all!. nbout not taking ,:>art in n eg,~tinti>n~ . 

''/ell , Pnyv•ay 

Do I - - ~o I bec?me clPer• 

··'ell . l"l"~ --

S=>'1et..1::..e - - s:>c~"!-1 ... ~ I ' \ l ~·1 .- t~ =·:=.~u - he:- ""to ilP VP 

.>lent.y :>f t.lce. : can 1 t do 1 t. ?ve r t hP .o:>n~. 

What <\1d Jones sey when y?U 
hlm? 

17ell, he seit:'' ''All r ight "' 
telk t o 1:1e P.b :>'lt 1t . 

Tall< to you? 
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Rl!Jr: 

F: 

H!.!Jr: 

f': 

KJ:Jr: 

F: 

KI!J r : 

r: 
l!l!Jr: 

P • 

if:.:Jr: 

F: 

ffi!Jr: 

F: 

Hl!Jr: 

F: 

- l5 - 3SS 

• Ye•1 but he ea1d 1t -- he 1a1d , "You' re pu~~ine the 
' baoy' on~ doorst ep?• And I said, "That's rlght . • 

Um-~. ~I -- I don' t aee how y~u could -- you've got 
aome ~ay through tha t Fund you'll be moving h~lt the 
earth , end not ~o - - to have thla d~mn little thing 
get under your teet, I think Yta're of great 
future advantage. 

Well, I'm-- I'm delighted that -- the w~v 1t's turned, 
and certainly not to have to go up on the Kill and M'ke 
an extra fight, why, . it's nll t o t he g~od. 

Well that ' s -- exactly , Henry. Right along I had this 
feeling t hat this t hing - - and, let -- let Congress be 
told that the Bank's g?1ng t~ do it. 

Yeah, well, that 's wha t'c going to happen, end Po f~r 
as I'm concerns~. why it'a all t~ the good. 

And ae tar as QY part of the thing, I ask Y'u to be
lieve, the reason I didn't push the conversation th~ 
far t h\8 afternoon , iS t he thing ~AS tak ing C~l'8 Of~ 
itself. You · ~1d you' ~ tPka 1t under advisement. \1 
I couldn 't aek- r eaeonablY, therP ' s nothing more I o~ 
e.el<: ot you. 

Yeah, but I got t he impreocion from ~/e llee .. 1!.8 tha t 
y?u didn't want to come over. 

Today? 

Yel<h . 

To talk about the Bank? 

Yeah. 
Oh no Jto the on}J- thine; ab'>ut which I hAd any poa
aible ~eae~~tton was th1s one transaction. 

I mean about the stab1 11zat1on FUnd; that's wha~ ! 

w 11 •It tt 1e decided t o ~~ lt 
No, ~~i~ t~ta~1l~:~t1on Fund, I ' d Hl<:P t o have no 
~~~ 1n 1t: but when you ea1d you ure th1nlt1ng 1t 
over -- that ~ek~& cere ot the e1tuPt1on. 

talk!~~ __ lt ' a Just between tbe two 
well , while wP'rA ·~ 
of us now --

Coapletely. 
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.. 
u.:.:.rr: 

P: 

u.:Jr: 

F: 

P: 

..,: Jr : 

f : 

'-":. Jr: 

P: 

- 4 -

?lease. 

Right, s1r. 

Because I don 1 t ~ant to a t art "' r·hole 
this and you told me the t eturr, eee• 

All right. 

! t~ld you 

So pleae!' Just t lliP i s J 11a t - - eome other tlmc , but 
-- I -- I de f i nitely want t? tslk t) y~u . 

Right, s 1r . 

s o J uet. let 1 s lteep t h1& be t,.een the t"o )f 11e. 

All right, s~r . 

Thenk y?u f or c~ll1Q£ , ~enry . 

G?od bye . 
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rebru&r7 15, l$3i 

Jotel !be 8e or etar7 ne•er got a ohanoe to ehow 
the Mmorandua m1oh WI had prepared to aalr.e th11 ar
rangement through the 8tab111zat1on rund beoauae tha 
Prt~1dent told the &eoretal'J ae aoon aa he oame in that 
he wanted to do H through the lxport-IIIPort Banlr.. 

.• 

:s1 

• 
.. 
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THE SECRI:TARY OF' THE T,_EA8U"Y 

WAe HINe1'0N 

woowquw roB m PRISID"" 

Repreeent&Uves ot the State Department t.ll4 t he Tre&&\IJ'7 baTe 

been diecuaeioc 'llitb Dr. Aranba and hie aeeociat&a , as a ~ ot the 

general procr&JI Cor closer cocpera tion beto'oen BruU tJl4 the tJni ted 

States, an agree...,t tor the purcbue of .Urale with doll&l's. Briet'17 

the plan 11 &a fallon: 

OpoD request froa Brasil, we 'llill purcbaee Brasillc 
ailreil up to $20,000,000, oapl071DC the St&billsatioo t'lmd 
tor that purpose. Brasil will &grM 

(1) to use the dollsr credi ta tbua obta1.ned exclu
sively for the purpose or diaobarcing obllga
tione incurred on or after 1anll&l')' 1, 1938 and 
prior to the date of the agreement, b)' the 
Government of Brazil, or ita reeidonte, in 
acquiring American colllliOdi tie a and i11p0rting 
tbaa troa thia countrT into Braaill (Tbeao 
current arrears, it 11 thought, aaount to ap
proxillately $12,000,000, but DA7 be mo~ and 

(2) to repurebaee aucb illreia troa tiM to tilDe 
within 18 110nthe rroa the date of the agreeaent 
at tbe price paid b7 ua for the ailreie, to
gether 'llith interest at three per cent. 

l'e ban been inforM<! b)' llrU1l tllat tbe7 int&nd to adopt a ~ 

graa to &Dahle tbea to repurebaae tho aUrwil wi tb1n tbe 18 IIODthl 
1 

period eubatantiell7 u !ollon• 

Brasil will require tbe sale to the Banl< ot BreaU, in 
coDileotion with all exporte of couoditiee rroa Brasil, of 
ten per cent of tbe !oreip excb&Jiie obtained in connec
tion w1 th auob exporte. It ia eatiaated tbat tba amount ot 
roreip exchange thus obtained 'llill anrage between 
t20 000 000 and $30 000 000 a 78U• Brelil eeU•t•s that 
tbe' to~ip excban&~ th;.. made aT&ilahl• 'lliU be autfieiont 

.. 
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to enable 1 t to repurchase within the 18 months ' 
the milreis bald for our account and also to li urda~ 
$19,000,000 worth ot certal.n other torel sn exo~e 
obligation& arioing i n connection with certal.ll trade 
transaction& consuaated before the date ot such 
10ent. •sree-

~ince the priaaJ7 purpose of the transaction 11 to eontrl hute 

to a core stable relationship between the dollar and the Brazilian 

adlrei s in order to facili tete trade between t he t wo countries , it is 

a transaction which may l awfully be carried out by tba Stabilization 

Fund , the purpose of which 1o to s tabilize t he exchange value of the 

dollar. 

In view ot the fact that the propesed transaction ditfers tree 

the arrangeillents which have previously been IIA<Ie with China and llexico 

in tbat in the latter transactions our purchases of the currencies or 

ouch countries were secured one hundred pet• cent oi tber by gold or oil

vet, and 1n view of the fact t het Brazil will be ueing the dollar credits 

to disc barge current arrears &rising out ot imparts froa the United 

States, it se...,. to • • it 'I'Ould be expedient to diacW!S t he Brazilian 

transection wi tb the congressional leaders . AccordinglY, tloder Secret.ary 

of States Welles and I propeee , if it .. eete with your a pproval, to seek 

the advice of the congreeaional lenders as to tho deeirabili ty of securins 

f'rolll the Congreaa a Concurrent Resol ution aubatantiallY in t he tor111 

attached. Such a resolution, of course, does not require exacut.ive 

approftl, and does not baTe the force and ettect ot law. llo• ever, t.!>ie 

... t!Jod baa baeD eaployed ae a 116008 ot expresein& congresoiona.l o;>inioD 

OD matters ot public lJDpertanee. 

.. 
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It 7ft •;: oua, llr. W.U.. _.I allell ..U.. aJ.-. tMee 

u-. 

no 
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.1. COICUl!Bfll'f RESOLIITIOI 

11th respect to the purehasa ot BruJ.Uan aill'el.e 

Tll!EIIEAS, J.n negotJ.atJ.ona between duly authoricecl representatives ot t hJ.e 

Government and the Government ot Brasil consideration has been given to the 

~ -1 
vi 

purchase ot Brazilian milreis w1 th dollars in an uount not exceeding $20,000, 000, 

employing for such purpose the Stabilization Fund established pursuant to Section 10 

of the Gold Reserve .let ot 19.34, as amended, on eoed1tion that the Government ot 

&,..,zn agrees, among other things, {i) to repurchase aueh llllreis within eightaen 

~nths rro:o the date of ouch agreeaent at the s..,. rate or rates ot exchange a t 

w..ich the m1lreis were purchased on hehalf or t his Govei'IIIHint; (11) to pay 

interea t in dollars on t he m1lreis balance a t the rata or not less than three 

cent per &nnlllll {iii) to e:nploy the dollar exchange so obtained exclusively 

of payi ng or discharging obligations incurred on or after 

January l , 1938 by t ha Governaent ot Brazil or nny agency t hereof or !1Dl' person 

residing i n Brezil in purchasing or acquiring nny articles the growth, produce or 

lWlufocture of tha United States and i .mportin& t he sue i nto Brazil f ro" t his 

country: Therefore be it 

Resolved by t he Seneta (the !louse or F.epreoentativea concurring) that it i a 

t!>e sense or the Congress that it is desi rable and in t he public interest tor 

the Secreta.ey of the Treaa\ll'l' 
1 

acting w1 t b the approYal of the President, to enter 

il1tO an agreeMnt w1 t b the Qovei'DID"Dt of Brasil of the character described in the 

preuble of this reaolutJ.on. 

.. 
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(D) !o appl:f ~be Ml.ullo ot 1bo toro1p aollup 1bu 
Hkiut boa -"a>• perio41Ml.l¥ "' tllo .,._ 
piU'OllaM of ~~ llilrole llel4 tor ov ••-•· 

Saoo \llo P'Sal:r poorpoeo of 1bo \raeaoUoa 11 w ll'll1no tbe 

proaevzo oa tho BI'U.ilillll 111lro11 ronlUq troa OV'l'.,t anoua, tbe 

ottoo\ of tbe tr.naaoUOil 1e "' tao111\ah nab1"11111ac tlao rote of 

&ftbeap loo- U111 4ollaz &4 .,, 111.lro1o, u4 U 11, tlaorotoro, 

a t?CMotiOD 'ldUoh ~ la1d'v.llT loo ourio4 Oil\ '111 \be nabWift101l 

toa4, ~~~~~~ pvpooo ot ...,_oh to to nab111a ~· uolluc• ftl'llo ot 

.• 

no 4ol.lar'. Do lopltv ot •Oil uo ot till ota~t.u .. uca tD4 1o 10\ 

attoo\14 'T 11lo tan tllat no propolo4 ~.at .., a1oo ban \be 

ottoo\ of 1JIFOT1A& tra4o Nl&Uolll loot- Blr'Uil .,, \llo 1Jaito4 8\a,oo. 

Ia TiiW of no ou:rz-ct apooulaUOD 11 t o \Ill Ull to *1all tho 

ata'll111sd100l 1'11114 arq un 'lllell )lilt, u .. - to .. tha' u ~~ 'Ill 

ozpo4in~ t o Uoouo tile propooo4 BI'U.iUoa ,,.....,.u.,.. witll tlao 

oo~a101l&l ledoro. .A.ooor41JIIl7, 1JD4or SoomUJ' ot State 'llll.M 

c4. I proJOII, 1t U -'•'Ill~ J'OU' app:ro'l'&l, to Ullr: tlao .~NII to 

paaa a eo.~• JHOl-.t1ooa .UotctiallJ' 1a tlao tom auaobe4. 8ao1a 

a nool'llt101l, of ooaroo, 4- aot roqu1N _._1.,. appronl. _. -

llOt llan ~~ tONI u4 atfoo\ of law, --· tlllo aotliDI IIU -

oaplOJ'o4 u 1 -• of .xproe•ill& -ctoeoicul op1a1ca Oil atton of 

7 

pUl11 1JI»>ftDII• 
v- Wlllll u4 I lUll ooat,.,_ alOIII tlaoll lillllo 

If J'Oil •PFO'"o ..... 

., .... 
hinur • iM. 
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