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F. )~ : ~~"'~ I, 113-L( 
~_!L.!L.L,j;~ _ _E__! 

TH <: WHIT!: HOU!ll: 
WAS,:CINOTON 

d FOR 1'!1£ P!!ESIDE!IT. 
x~o 

t'ill Phill!.or; c:lme in this ~J:orn!.np; vd.th tho 
Cictt rr.e3:-:£\re drn.ft. ·He es?':!CinJly cDlls H.t.tnnti.on to 
p., .·c 10 nnd t;herc is encloser\ hcrewi th tl':o rlrflft.s of 

~his par,c
1

{.J.O). - -- . 
Will you please decirle wLich of these pnges 

you pr<.:fcr? 

Your nttent ion is prrticu1nrly invited to the 
linP reeinnine w1 th t.lt.e flec,md sentence of the f1 rf'lt 

p:trt•rrsr>h of these pages (J.O) . 
Bill Phillips prefers the one in \\·hich the: \'lOrd 

11
rr·covery 11 i~'> uscrl . He thi:-'-:s the rofe~·cncc to ' l-ecovery '' 

r~> ~-~•er tt.nn to 11rcl tcf fro.":! tF~Yr>tton" is \.0 be orpferred . 
~:1!1 r3::"'SOr i:-: that it is altogc·ther pot"~:ble for th-:-
v·:·:" tt ~r. r~f(•rcrtce to be inl.erur eted abrond as meaning 
.. i ~ t the Covern:nents reey reduce tnxes (lnrl seti~f'y tfleir 
r..e •\le ''ho un~oubtedly prefer reduced taxes to debt pay­
r::.cnt~- to the :..:n1ted States. 

Then too, it is sw.lested thRt pcopl~ of the 
U .... l t f C Rt1·tr•!1 \\110 !u•vc litt1e .:>resent prospect of tax 
l'Ci1~ 1c:• ion !.'or their Lcncfit would react Wlfavorabl:r to 
t~>'~ :~11. :e-::ti..m that t ·:xes b:' l ow<'red by l::;uropenn Govcrn­
•,tt' ":· ~· :" t.' r·i,.. UP.Oyle~· 

p.-.r·~om·lly, ! t hinl< there is :nuch in whnt \\r. 

t•hillip:-~ f;;.tf in t··.is connection . 

s~EA~ 
• l 





1'0 TIL:. CU«JU:r .. GF !'$ 'tiJU'nO CTJ.'l"~ : 

Dl .,. e44fth to tt. Co~ : • ...,. :S 1 a&dM ttt.et 1 U• 

peoted to ropoft leUr 1D reprd to 4ebte o...:l \be ~' u4 

people ot We country by tbe ~au tUid people or ot.hlla' 

bor 19, 19:U.. 

The 4enlo~Dte ore wl.l.-k:aowa, tuwt.oa N.a aaDGUDOed to 

thO _. .. ae \be7 ONUn'ed.. COZ',..~oe .S.\b debtor ~ 

l'lDAt.e bee boeD lli:IOde ~ublle 12'CIIIIIPU7 ud b naU.ble 1D the 

AIIDual. ,_port or t.tae 5eOftterJ' t1 tbe ~. u t.e, bowe .. r. 

tt.l.7 to rn1e• tbl alt..Uoe. 

~nte c:a t he SAOo~u or tofttnl ~~w \o u. 

tbllt.d C&etaa whloh tell due lD t.b• tt.el. Jaar eded zw. ~. 

19:52, ..n poet pcmect on tM propoe.U or Prwelc!e.t I!OOftl' mnounced 

1\JM 001 1931 1 ADd mtbor1zec1 by tbe J'olJit ReooluUOD rl Coccreee 

OPPl'O'f'4Hl Deotebor 2:)1 1~1. ~lade ftlooe Wlll)lade41 ~t 

In tbt eh: montha or lul.y to DeoemboJ', 1~1 llblob toUowd 

tbll eod or tbe Doonr ~tor1te )'88J', ~)'mete or. e.l2t\,<.l{)(),OOO 

troc hebe CO'fCll"DCCInb toll 4u.. P.equq,ta to po.tpoao t:be poJ' .. 

QUDta du. Deoocbor Ul, 19321 -.zoe NCht 11'*4 tl'OCil CN4t B:rUalD, 

Pn.noe, Bolgl-=.1 CaocOO.lo't'ak:la, l!"ietCJD1a 1 Llthlu, Ut ;uan_la ra4 

Pol.Md . Tbe replUa ..Se OD bebDlt' or PNe141rrot Eoofw U.\1111. 

tbo Dqftrtz»D.t or Gt ot.e 4Mllaod tlloH raqueet., PDOft11.7 a&eUnc 

t b.ot 1t tme zaot 1A u.a po.w rl \be :r:x.cuu .. to ar-t talc, alld 

exPI"HclD.a: u •W~ to ooopc:z-ate •Hh 'tbe doMor ~at 

1D •W"nJI.nc U.. tlb ' l" al\ueUoa. After aah e~. 



-·-
Czetllaoe,lOftkle, rtal.&md, ~\ BrU a lD, IW)', t.atno u4 LttbuAta 

•t tbel.r oaa-..a-1 obllptlcaa, wbllo Bolel-. ~\Gilla, PnDoo s4 

Polad ..Sa DO ~t.. 

Ill a DOH or DMeat:ct 11, 1932, atwr ,., Cct\e4 G\atM ba4 

deoltaH to ... ua poe~ ol \be L'8,_Dt b ~ », 
U.. BrUSah Ol:w_,..b\1 1a IUIDO\lDDtn& it• 6Nb1cm. tao ~ ,..,_,., 

of .._ _,.,, a. oa ~ l:i, 111114• \be tollotl D& ll:lpor1aat 

•'-'-'11: 
•ror neeou c.lob bo-P olrMdY beaD. pl.e.Hd oa. reoo:r4 

Hb L!aJh:'f'• ~' ue oon9UHG. tlet tbl ~tell~ 

tn~llkl. ~u 1n re-..ot or tU 'fl«r Debb u 

it ata\ed p'l'l.or to \!1' , U:ooror•a WtlaUn oa. June 20\b, 

1~, oauaoi bo rntn4 Ill tboclt 41autor. Sluae 1t 1a 

8r81"'M4 tbat \be *ole nbjoet llbould be reoeXIIId.Dod. bet .. eo. 

tu 'L"ft1Wd. StaW. GD1 tb• Uh1 tle4 K1nCd<D W a f'UDdaanbl 

polJlt DoeCl aot be ~r eu..od _.,., 

"In t.ba Tin ot Ute )l!aJM'Y' • Coremomt \he~'~! tore 

\be ~t 110 be 1:1661 em Deo411ber 15\ll ia DOt to bD re­

prded o. a. l"NQ;p\loa. ot tM an&1ual PQ~~tn\e c0lltealp1Mc4 

b)' t.lla •de\las ....,....,, n 1e ra4e beocuee tbiN'S bae 

DOt: tMesl U• f• dl1101a1d0D .ttb rocar4 tO tb.et acro-t 

to tue pl.aee DDil ,...,.. u. U'Dited. ntatoa Oorozor.-.t 

baft aW.Md taat 1a tl»lJ' oplnloa .aoh o p~.J~PDt -.ou14 

cr-U:t t.I'MM U. JII"'QMU ot a aaUat'M\Ory approeo• .... ~--
"Bie II&Jeret7fa c~t JI'OPOP ~ \o 

.,..., - ~· - ~ lDU. ... .apltal 

~ ot wbleh ... owat *wl4 be tak• b. &Q 

t1aol .nu-t ... \MJ' eft ak1lr& ~·· 



-. -
to etteot U1a p_._t 1ll 0)14 aa bet.ag 1.a Ute olr­

GW~aianoM '\he leaat preJudlolel. ot the .et.hOaa 

open to thta. 

-n,1a prooeaur. ~t ob'rl oo.:ty be uoepUObal 

ad abnon:al oll4 Hie lo1e.Jeet1' • OoYol'!ll"leDt doel.re to 

urco upon the Un1 ted Statea Oo't'Ol'D::Ient the ltlpor­

tanoa or an eerl:t u-obanaa or 'Yiawo with the objeot 

or oouolU41Dg the propc>Md dlacu.alon betore J'U.M 15'\h. 

DO%\ ln order to ob'rtate a general. bl"Mkclown or \be 

exilrtl.ng 1n"t.-l'VJ'I'ezm:aDtal agret13tn\a. • 

'i'IM Seore\ar7 or State, Ur. sttm.on, Nplied to ~ 

note on t.ha 810.8 dq t.ha\ aooa~b;y the Seoretft.rr'tn ~· 

Troaaury ot tunda teDdore4 ln pa;ment or the Deoet:aber 15 lnetall­

I'DIUlt ODlllOt oonatitute e.pprO'fal or or ae;Nellalt to an;r oontl l Uon 

or doaleraUon or pollo7 lnoonahtent wl th the ter:oo ot tbe egree­

DBnt 1naa::l.lcb ae the Bseouthe_-.. bO I)01fel' to eam4 or to alter 

t.hoee tal"'OI either cUreoUy or by iapllad ccx:al\Unt. 

no ~nt •• tada b7 F'rw:loe O.Oodlar 1&, 19S2, u tbo 

J'roench Cbattler or Depuu .. by a vote on t he coming or Deoembe:r 

14 retu•d authorlzatlon to make tho ~t. The reeolutlon 

't'oted by the Fntnoh Chotlber at that tlms 1nY1 te4 the Frenoh Gonm­

ment to ooMoka ao aoon aa poaalblo, in acreecent with Great Britain 

and other ~btore, a Gencro.l conference ror the purpa. or Gdj'ue\­

l ug e.ll l.ntarnr.~Uonal obliGft.Uona o.n4 put. U na ott end to all l nt ema· 

Uoaal tr&Mtera 1'or wbleh tb_.. te ao eoarpeDM.\1..11(; u.n..oU.oA. 

The r .. olutton et.at.e4 Utat the Ch&mar, deapl W t.e;al ana eoODCIClo 

oonala.nt.u.aaa . ..aoula ,...,.. etnhorlze4 ntUSIOnt he4 t be UaiW 

s •otao blee :.l":ll~ t o egne 1A adTance t o tbe oonnnt.Da or the 

oonterenoe tor th ... purpo ... 



Doth ia U.. aak1116 or t he loau Gd 1a the atbMQu•t 

•tU-.ta wUb Ur.e dltr erct: debto:re, tht• pollo:r ha• 

been rigtcU:r .-4.• oleu to eTOrJ' torelsn go.-CIZDf!lR,t oou-

cern..S." I •14: 

p2."'1Jlotpl • 4t •oua ... 1.D. t.h• oouteNDOe bet ... V e Preat-

*Ill 4•1111& w1 n t.M; debta aeob goYOna:u2.\ ha• be<!D. 

8.114 to io be ooutdered tndh't dually, au4 al l deal.lnge with 

gannunent• oolleot 'nlJ'• 

t he eatael t7 to paf of the 1nd1Ti4ual debtor nat tou. 

"'!be iadeb1:ie4DeN ot the nrl0118 £\&ropeu ae\tCGII to oar 

.a or on4 to u.m." 

ot t.M; ~.ooo,ooo due ad 1*78bl• Deoember m, 1032 , 



•a tb Brlthb pa)'t'IB'Dt f:lftde aubseqnent to tb.e above oorreapondeaeo , 

aDd the other t 3 , 000 1000 repreamtecl paynen.t. by rtn other debtor 

aattona . Tho ~ta due .troo Bel&lum, Eatonla , f'roaDco , f~ 

ed Poland which wero aot rocelTod ~ma~m.ted to $~,000,000, ot 'Which 

10, 260,000 wee due and llfi,Jable by Franco. 

Il'l ::q .otl'lt eoent lasued t:'oYBI!!ber P-3 , 19'J'' , I had eal d: 

"l f'lrmly belleTO 1n the 'Prlncl Jil O thnt an 

lndlvidual debtor ahou.ld o.t rlll ti'"lea han a ocesa to tho 

crodl tor; that ho ohould hnYe opportunity to lny f'AOta and 

roprcaontatlona beroro tho credl tor fttU1 that t ho creditor 

'\lnyo ahould r.1 ·1 e courtooua , OJ%2P8thotic and t hOU&}lt1'ul 

CCin!ll doratlon to ouch fac t a and ro;~reaentatloca. 

"'i'hh h a rule o.ooont1ol to the pr.senattoa ot 

the ordl'lal"Y rolot1onoh1Z)A ot Ute. It tc a bade obllptt on 

or ehUbati on . It applies t o n.<tt1oaa a s n U u to 

tnd1T1duala. 

"'I'ho prlt!.clple calb ror a tree accoea by the dobtor 

to the credito r . f'Ach C!lse shOuld be consi dered 1a the Usht or 

t he eocdi tiona and neeoasltlea peculta.r to the eaao or each 

nation conO:G:rn&d. " 

On 1anua.ry a> , 1G33, Preddont Ro. YOr tmd I agreed upon tho 

f'ollowtnr otote-:~~~nt: 

"l'he Br1t1 h Oovern.::ont has aakod tor a dlae:uaol on 

ot the dobta . Tho l nco .dng acbalnlatration will bo nlad to 

rocotvo tbolr reprosontatlvo e•rly ~o l B:rch tor thla purpooa . 

It 1s , or e:ourao , nocea:1&17 to dlacuaa at the same tltne the 

world ooon001c probl oam 1n Whi ch tho United States and Or.t 

Britain IU"e IIIUtuollJ l ntereatod an4 t hel"'tore t ba.t repree81l-

U:'roTlns the ,;orlll situation ... 
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Oil l:al"'b 4, 19:i3 , tho aUuaUon • U:h ree;ar4 to the 

1Ddobt rlnea3 or o t her garorn:=mtts to t he UbltDC! s tat M -.., 

i n bl'lot , u tollawa: 

~ - The F'reneh Pllrl18!!Wmt hlld ret'Uaod t o p~ t 

paynont or n , ool , .:52. 50 interest due on the ':5 186~.~.000 

bOt~a of rrtnce owned by t ho thU ed States; 

Cr oat r rttal n - 1-lt h rea1)8ct to the Hri tlsh boad.OO debt 

hol d by tho '!'rouury lit' tho princ i pal lllJIOtmt oi' 4 ,388, ooo, ooo , 

Gr Ott.t Bribtn 1n moeU ng a due payment or - :so, ooo,ooo prlncl pal 

and 1'65, 550 ,000 interost b::ld stated that t ho P6Y'JliDDt woe not 

to bo regarded aa a r osum,u on or the annu.'ll pe.ynenta ou:ltaapla~ 

UDde r the tunding agroaaent ot JUne ltl , 15123 , bUt 11ft8 io be 

treetGd , ~ tar '.J.a t he Brltlah CoYern-.nt na conoemed, aa a 

capital pay.:lOftt or which aceotll'Lt should be ta~ l n uy t1D&l. 

!!!!z: - Ji th respect to the ~",oo.& ,9001000 prlnolpal a:x>unt 

ot bo!l.da or the Itallnn GoYern- e:nt held by t he uraJtod Statoa 

'l'ro:t.aury, the Itali an Goverroant M d paid t he aua or ~~. ~,4S7 

lnt oreat due Docoobor 15 , 1e32; but l n doing ao 1i referred to o. 

rosol uUon ot the Crn<td CouneU ot r acism, adopted Decet'lbor 5 , 

1Sl32, in Which "n radlcnl at~lution ot the ' •pof161118 ot tho slat e ' 

type n o decla red t o be necessary tor the worl d' a oconomio 

rocoYory" ; 

Czochoalovakla - t n making a ~t ot 1,000, 000 pr1llc1pal 

duo Doe-.bor 15, l t;;32 , on tta debt ot l &:S, ooo, ooo bad • tahd 

tbet .. thta ~t conatttutos 1n tbe utmost ael.r~ental ot t b• 

Caeohodoftk people their nn.o.1 e tron to z:aoet the obligation 

Del 61um had doclinod to Plf 1?., 1 "!5, 000 t n ter011t du• 

Deoo3ter 1!5, 1~". on ita bonds ot ·'00, 080,000 held bJ 
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Deoalt.,. US, the ~at. ab1ch •re ..upeaded by "f'irt.ue ot 

tlae au-.. sn. -~ 1D J'\llr1 19:51•, adding, "Belgi um h aUll 

ot ht:ers owrmtental d ebb aD4 or the other probl«na arht.ng 

~ heA not paid tbe t!sa,ooo prlMlpal elliS 

t3,070 1990 lnioruat due Deooabc 1~, 1932, on lh bon<l.s h the 

~rlnotpal ..,unt ot ~06,06'7 , ooo held b7 the Tr6Ct.t~Ury or the 

the 'i"reuury of the united Statea, ~end~ be"- DOt 

J.uatrh. h aftiling lteelt or a contractual right t o 

poatpone pa)W'D.ta; 

2::!!::!. waa mall:lng only partial pe.)'!Mnta 011 ita toralp 

bonded lndebte4ne88. lncludlug tMt h e l d by tho UhU:ed St~>tea; 

Yugoalavla had declined to sign &117 Hoo'ror moratorium 

Jlo ~~&,-nt by !!!:!!!!!_bad t al.len due aUsce t he cloae ot 

Pl n lend . Lah1a. and .ill!!!!!!!!, nn oi.U":-cnt ill their 

pa)"a8Jlta .. 

Altbouch I bad informal dheuaalou concerning tbe Brlthh 

4ebt. wlth the DrlUah J!Nea8&4or nea '.t'ora ~ 4o 1 l93a1 .. 4 

lD. AFll t here •• f'vtba.r 4houadon ot tile aalliJect al tb the 

Prbl.e ).!lnlahr of Orn.t BrttalD UL4 t..hoaa uperta ot t he two 

so-.e~Dta, 1t na not poadble to ,_ah ck.U'ini ttw ooaelueiona. 
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due z.. u, los.'i, but WDuld IIBkll aa 1.-cll.at. .,..at ott 

$10,000.000 u aD. ..-.~t or tt. Mbt S'IIJltU~t~; a tbal. 

..-u ..... ,. or. We DOtloe .repl;f -. -.ae bT tho Aetlq a..:r.­

"-7 fl4 Siate, JDiatllts 01a tl!Dt tt ta DOt .s.uu.a tbe ,.._.uoa. 
ott t11a Pftai.Uid: W n4.- or -.DMl the utftiDC deb\ o..t to 

\be t)dted staie• 110r to •U•r U. eeMdulo ot debt ~aM 

-~ Sa U1e edettng •ttl..ellellt. At: the -. Um I took 

ooou:lOD to ___.. tbe'l 1n ft .. ~ tbe .repn•ntaUou ol tbe 

B11.U8b ~At, tbo aOOCQJaD,J1ag a«now:W.sa,.zat ot \be debt 

u .. lt, IID4 tbe ~m ..ae, I be4., pe:no-.1 bedtailoa. 111. ~ 

1Dg tbat I 1f'CIU1d DOt Clbarae1c'1M \be :reau.ltllllt dtuaUon U a 

detaul.t. Ia ft• or \be -..•tlcm. or ibe extn...S. cleelft of 

tbe Britt& ~t to m.klt reJII'Oamt&tlODe acmoenlDg tJae 

t.bt, I ~~UM~~Red tlat IIUob npreeontatloM " mde tn 1falb~ 

•• 110011. •• oon~at. 

1bo A&l'lculture.l AdJUdoont Aft, apprcmtd L..,. 12, 1033, 

bad auUiortMCl tbe Pr'efd.du.t tcr a period o:t ab: -tha from that 

elate to aeo.pt aUnr 1A ~t ot w.-at. du. f'ral GD.7 toreSgD 

~t, -.aob .Uwr to be aooepMd at DOt to eXOMd a prl011 of 

tltt)- NOh an --· In ibl pe.J'laD\e due ha.o l$, 1g33, ibe ~ 

•ate OJt ~' Britab, ~. J'1Jtl.LIA4 1 Itob, Utlmaala 

ad ~ toot a4ftlltap or thia otter. 

011. ,._ 10, ~. ~· ot ebout $W&,OOO,ooo w:re due hom 

fbNS.p gGt~~ra.ata, tM larpr eco\111\a betrt; about rta,ooo,ooo t'rCIR 

O,_t BrllaSa, aJ..::t'* $61,000,000 ~ l'ftaOII aJJS 01,3,aoo,ooo t'ral IMl.J'. 

"n. _.. utual.lJ' ptU lato tt. ~8UI7 -. ~.,.,ooo ot Wlllell 

010,000,ooo .. Pll14 b7 a..t urt\&la. Ud tl,ooo,ooo b7 Itall'. aa.-1-



In OctWbtlr 1 19331 r.preMntntlYee ot the Br1t1& GoYern­

-..t ftn'1N4 111. Wuhington 8lld ooarerrett tor aome neka w1 th 

~ Rritlah Ooverru.nt then atate4 tbot it continued to e.c• 

tnowl.e4se the debt without prejwUcine: its right aeain to p"sent 

the l'!l!l tter or ren4juatnent tiJ'Id thnt it would expreas thie e.cknowl• 

edgment t&nslbly b:y a ~t at $?' , soo,ooo on Deoet'lber 15. In 

announctns thle I etotod thot 1n •lew or the repreMnto.tlona, or 

the ~nt, o.n4 ot the 1rtpoaaib111ty or e.eoeptina at t hat til!a 

an:r ot the proposals tor a N&djWlltment ot th., debt, I hnd no 

personal heelta.tton i n eeytne thet I -.boul4 not regard the Brit-

tah Oo't'armr.ent aa 1n ckf'nult. 

OD December lli, 19331 there wna due and poyeble by foreign 

goYe:rom-nta on their debt tundirn ~nta a nd Hoover mornto­

rium ~nta a total ot abollt $~,000,000. 'nlrl po.yunte o.otu• 

$? 1 5001000 pllld b:r Oreet Britain, 01,000,000 by Italy, and obaut 

.i.t the preNnt timt Fi nland NmaiM the only f oreign SOV• 

emment -'lioh hoe met all ~nta on ite indebtedneee to the 

united. stat .. punctually and in tull. 

It ia a einple tact that thle a t tar or the repa~nt or 

debte oont ract.d to the t:J):dW. Stat .. dur1Dg aDd atter tbe 'lforld 

war hu fP"lftl.y oot~pl1oate4 oar tred.e and tino.nctal nlatlonahtpe 

with the bo'l'row'tng ~tiona tor man:r ,.an. 
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U. ~. u4 lahr tw a qatoDr rea\orat:l.oa. or tblir 

nor.l Ute ener t.M war oD4ect. 

'1"t. mon.:r ~ed b)' t.be United Sbtea aon .... nt •• in 

turn borro..d by tbe Un1 te4 Shtee Ooft:l'1ll:llnt flo~ tbll J*)plll 

d" the tJnlW Sh t .. ODd our ao.erDDIInt in \he abaoan r1 pa:r­

•nt t'r'OIIl t onign Oowornment. 1a G~E~p~lled to ralM tba nbort-

e.ge bT soMral tuaUoa or 1 U oa. peopl.ll 1A d or io Jill)' ott 

f elt that t.Mlr' dobtoro ftM called UJ)OD to MD o do\enlllne4 

ortc::rt io dteoharp \tw .. obltpttou. on. ~dun ~pla 
110ul.4 not be dlapoeod to plaoo an ~alblo burden upoo. tbalr 

4ebt.orfl, but an n~rt:bebN in a juat poa1 Uon tiD oat t hat 

W a-. t'Ul.l uadcra\a.Sl.Dtl: or tba Amu1.o• atUtude Oil th1a 

4ebt queauoa. Tbll people of t~ 4.abtor uU ou •W e lm 

beftr in a1n4 tba teot thet tba Al»r108D J*tplO ~ O&rkln 

to be no,od by tbo u .. which debtor oountrt .. me.ka ot their 

tbr tho purpoeoa ot reccw.ry ae well ae for reuon abla pe7-

•nt ou \be debt OftCl to tba ottt•u or tbl ~1h4 !itatea, 

or tor purpoa .. ot UDpro4uottn naUonel.tlltto np~~nclUure 

tn sra .. nuns tllle report to you, I .ugeat tbet, 111 

dow or ell exhUna cd.rouutono .. ao l.egbl.oUon at tbh 

I OaD. oaly repeat that I han ZM4a n ol .. r to tba 



tree opportun1t1 1Jldh1duaU,. to dlecu.ac tte probl CIIIf: ri ih \he l'nl ted 

eocndneoe of \be obltgai1on fiiDd nl ao \ o asaure i hec ot ou.r w1111ngn.oM, 

it they ehould oo n quea\ , \o d1ccuee tronkl.y end tully 'ihe e~ctel 

Reougnlzt ng i he:i \he t tDI'I l powor llee wl\11 \ho l:ongron, I Aht1U 

keep ibo Conueoe 1ntormea t rorn \l tte io \la RDd make aueb now reoo• 

Juno 1, l tiM. 



TO THE COWF£SS 0~ mE U1rr!'ED ST~~.TES: 

In my eaclr ase to the Con.:;re~s January 3 I s tated tho.t I 
expected to ro,art latar in re(;s.rd to debt a 0~1ed tho C.Overruoont end 
people of this country by the govornll.lants o r.d people of other count ries. 
There hns heen no formal oo:uDUnication on tho subject from tho E~ecu­
tive ol nce President Hoover ' s messll(;e of Decemb~r 19, 1931. 

Tho dttvelo!;XIIents are well-known , havin3 beon announced to 
the press as they occur red . Corres!)Ondcnee nith debtor bOVSl'lllD8nte 
ho.e been oode public promptly and is available in the Annual Report 
or the Secretury of the Tl-ea8\IJ'Y . It is, however , timely to review 
the situation. 

Pay.nents on the indebted."loss of foreio;n 30Vernmenta to tho 
United States ttbicb fell due in tbe fisc!ll yeor endo~ Juno 30, 1932, 
wore po:stponed on the i)ropoaal or President Hoover announced JUne 20, 
1931, and authorized by the Joint Resolution of Consress approved 
Decer.iler 23, 1931 . Yu.;,oslnvia alone suspended ;ayuent wbilo rojeet­
ine. President P.oover• a offer of postponecent. 

In tho oix r.:ont11s or July to Decel:itler, 1932, r.bich fol­
lowed the end or tho HooTer moratoriw: year, po..:-'laents or ~12:1, 000 ,000 
!rom twel•e !,OVern.-:10nts fell due. requests to postpone the payments 
due Dece::lber 1~ . 19:St:, were rcceh'ed frou Great Britain, France, 
Bel{;iuta, Czechoalovakia, Estonia , Latvia , Lithuania e.nd ?eland . Tho 
repl1u made on behalf or President Hoover t hrough the Deps.rtmont or 
State declined theao rGqueets , [;enGrally statln;; t hat 1t waa not in 
the po':Yor of the Ex:Gcutivo to grant the!ll., end expr essing e willingnesa • 
to cooperate with the deb tor t.:overument i n surveying the entire situa­
tion. After euch correspondence, Czechoslovo.kia , F i nland , Great 
Dri tain , I taly , Latvia and Lit hneni a mot thei r contractual obligations, 
\~hile Belgiuu , Est onill, France and Pol and mG.de no payment , 

I n a note or Dece::ber 11 , 1932 , a f t er the United S~ates 
had deol1nod to sancti on postponement of t he pa.yment due Decad>er 1~ , 
the Br itish C·overnmont , i n anll~uncing its dec ision to !Dfllte payment ot 
the amount due on December 15 , r.111..d e the followi ne importnnt statement : 

"For roaeone which hove already been plecod on 
record Hie Majesty ' s Gover n;::en t are convinced that 
the syst em or int ergovermoontal payments i n respect 
ot t be 'Jnr Debt s e;;, it eXisted prior to J.fr . Hoover ' s 
i nitiative on .June 20tb , 1931 , callllot be revi ved 
witho~t disut or. Si nce it iB af,reed t ha:t the nbol e 
subjec t should be re- extunined between t he Uni ted 
States and the United Kintdom tblB fundamantal. 
point noed not be f\lrther e t ::e s sed he r e . 

_ " l.o. the view o r Hi s Unjost y ' s Government there­
fore the payment to ile L'18de on December 15th 1a not 
to be r eGarded as a re511mPt1on o r the annual payments 
contemplated by t he eT.istin.<; ac,;r eement , It is mo.de 
boca use thel'(l ha!_ not been time for diecusst on with 
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rJ at"cl to t.hot tt._j,l'Oo.;lt!nt. to toke place and 
tooauso 'h" Unlted StGtAe GoverfUD(!nt. hOve st.eted 
1d0t in tholr opinion such e ~)'DCRt wwld groet­
ly increnae the _pro~ects 01 o. &llt.i~!'ecLory ap­
proo.c~ to the • bole · ue:sUon. 

"Hb J;e.jeoty ' s Governmont rropoue accord­
inGly to tree.t the pesr.l'!tnt on Doce:nbor lfnh o.s 
a capital ))'lyr:'lent of which accoun:. should be 
tal:.en in any final wtt.lcment ar.d t~y are makine: 
arra~eraents to effect thi.J p~nt in ~SOld ae 
tot.n.s in the ci:rc'l.l:".attl."lces the lout prejudicial 
ot th8 m.et!J.ods open tc them. 

"Thin proc8Ciu:.~o :lll.lst obviously be exception­
al ano! abnOlT.lOl and His linjssty ' s Government deaire 
to ur...;e upon the 1Jn1 ted St ates Goveri'IDUnt the im­
portance or an eal·ly cxch.e.Jl(:;e of v iewa "1 th the 
objoct of concludi n: the proposed dincwulion be­
fo re JU."11J l lSth noxt in order to obviate a sen11re.l 
broekdonn or t!'le axietitlb i ntersovcmrontal agreo· 
mente ." 

The Secretary or State , l!r . St1m:~on, replied to thh 
note on th~:! s&:'IIO dey that ncceptsncc by the Secretary or the 
Treasu~· or tun<'.s t vnderod in pt:.ym&nt of the Docc.::lber 15 install· 
ment caMot o:onst1 tute ap!)roval of or e:.:;roe~nt to any con1:l.1 tion 
or declaration of policy ir.eon3iutent with tho tema of the agree· 
mcnt tnasr.wh as the Executive he.::~ no power to wnend or to alter 
t hOse torm.., either d i rectly or by i!ilplied corpitmont. 

No payment was made by France Dec<l!lber 15, 1Q32, ae the 
French Chrunbor of Deputies by a vote on the morni~ of Dclcer:lber 14 
refused autbor1::ation to make the pe.yment . 'lbP r eoolutlon Toted by 
the French Chanber at that till() invited the Trench Government to 
convoke as soon as po::~s1ble , in ~reement with Great Brita in and 
other debtore, a t;enere. l conference for the purpose of adjus ting 
all international obl1:,tlt1on.s and puttint an end to all interne· 
tione.l trensfers tor which there is no cam,ensatill(. transaction. 
The resolution Gteted that the Chn.:tler, despite le{;Al and economic 
con3id6rat1ons, vould have authorized settlement had the United 
States boen ailli nc; to ag ree in advance to tha convenina or tho 
conference ror these purposes. 

Thie resolution of the French Chamber h to be read in 
relation with the public shtements or ;~olicy mde by President 
Hoover and by myself on Hovembor 23, 1932. Preoidont Hoover said, 
"The United States Govenuoont tro;n. the begi nninG has taken the 
posi tion that 1t wculd deel with each of tho dobtor covornmonts 
separately, as sepe.l'ate and d i stinct c i rcumstances surrounde d each 
ease. Both in the oakil\3 of the lonna nnd in the subsequent 
settl611'10nts with the different debtor s , this policr hae been rigi dl y 
made clear to every foreig n government cono"'rned." I said: 

"I find mysnlt i n cottple t e accord wi th the 
tour principles cl.iscuAaed in the conference betMen 
the President and myself' yesterday and flet forth 
in a ste.teuent which the Preside nt has is8Ued to­
dey, 

"TheBe debts "ere actual loans mde under 
dtstir.ct understanding and with the intent i on that 
they 1o1ould be repaid. 

"In dealin; m tb the debts each governm&nt 
baa been and is to be coueidered individually, and 
eJ.l deal1Jl6s flith oach sovernment nre indepondo.nt 
or dealtnss with any other debtor t;.ovornment. In 
no caae ahould we deal fli tb. the debtor SOY&rnmenta 
collect1Taly . 

"Debt settlemnts made in e&ch case take into 
consideration the capacity to pay or the individual 
debtor nations. 
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'7'\e indobtlldneoo or the VIU'iOua DJ.ropoo.n 
nt.tiona to our CovertiDent hna no relat.iona what· 
soever to repnrationa paycsnt.a e~~.ee or owed to 
theta . " 

or the .,125 ,000 1000 due and i)Syable Doeember l t) , 1932, 
the Treaoury rooah'od !_.98 , ?50,000, or which $95 , U:SO , OOO won the 
Briti:lh pnyoent ~:ede subsequent to the above eorrcspondcnco , nnd 
the othor ~,000,0('1() roprotlented paysnents by f ive other debtor 
nations. Tho e~;oount::s duo r:o:n Be}£1w:;, Estonia, Fnnco, Uun.,;ary 
aad PolanG which were not 1'\..ceived a.::Dunted to ~,000 ,000 , ot 
•uch '-19, 260,000 oa tS due nnd payabl e by F r611Ca. 

I n m:1 statement is!Jilod l'lov e!:lbor 23 , 1932, I had said: 

"1 tin:Uy belle•to in the principle that an 
1rul1v1dual debtor should at a ll times have aeceu to 
the creditor; tro t he should have opportunity to 
lny fact& and t"opreaenta.tions bef ore the o1-editor 
and that tho creditor al\1ays shoulll ~ivo cour teous, 
&Yl<lpathetic ant. thou:;ht!'ul conaidcr:ltion to such 
rncts nnd ropresent atiolls. 

"This ie a rule essential to the preeorvo.tion 
or t~e ordinary relationships or lifo. It 1s a bo.eic 
obl1(1lt1on or civilization. It applies to nations ae 
well as to indhiduals. 

"Tho 9}'inc1pla calls for n free access by the 
Oebtor to the creditor. Each caoo should be con­
ddered in t he li(;ht of the cor.di tiona end neoe831 t.:.ee 
peculiar to the case of each nntion concerned. " 

On January 20, 19Z3, Prosi dent Hoover and I asreed upon thG 
fOll0'.11nt. statemont : 

"The British GovClrruent has asked ror a diaeusoion 
of the debtn. The inccmliw_; adnlnistratlon n1ll be &led 
to rocelve the ir representative early in llareh for thh 
pUrpone. I t is, or course , necessary to diecuea a t the 
erwe time the norld economic problems in •hich t he 
United States end Great Britain are IDJ.tually i ntoNated 
a nd therefore that representatives shoul d nleo be sent 
to dlecuss ':l'&ys 11nd I.leanF for i mprovi n:; the world s itua­
tion . • 

On i.1ar<:lh 4, 1933, t.he situation '.11th r.Jgard to the i n­
dehtodness of ethel' 30Vernmont::~ to the Un1 ted States was , in brief, 
as follows: 

~ - The French Parlia.'l)3nt had refused to pnnni t payment 
or ¢19 , 2G1,4-32.50 1ntore3t due on the 03,Se3 , G50 1CiCC 1.r n:".:; ur T.re.nce 
Ol'lned by the United States; 

Cront Britnin - With r espec t t o the Br1t1ah bonded debt held 
by the '!'reesury in the principal e.uount of C4, 368,000,000, Great 
Britain in ;.10et1ne; a t.ue pAylilent of .,:30 , 000 1000 principal and 
(;~,500,000 intoreat hnd ~tated th.3t tho paj'JD(lnt was net t o be re · 
t;arded as a rei!JUD!.ption of the nnn'.la1 pn;,'IOOnts contemplated under 
the !'undil'l;l aereemcnt or June 191 1923, hut nas to be treated , eo 
rar as the British GoveMtt!ent wes concerned, as a capital pfl)'l:lent 
or which account should be taken in 8J".Y fiool settlement; 

.!!!!1 - \'lith respect to t~ ~2,004 , 900 ,000 principal amount or 
bonde or the Italian GoverntleQt held by the Un1 tod States Treasury, 
the I talian C.OTernoent had pai d the SUlll of 01,245,437 interest due 
Dec001ber 15 , 1032 ; but in dol nJ so it referred to a resolution or 
tho Grand Counoil or Yaci s:n, adopted December 5 , 1032, in •hicb "a 
raGical ao1ut1on or tho ' spo&(;in:i or the alate' type •as declared 
to be noceeoary for the world's economic recoTer;" ; 
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Cz.echodovakiG in Ntd.llf a ptlYI'OOn \. or ~·1, !'100 ,000 principal 

(!ue oa~:-I9G"z, on 1 ts debt or {'!M ,OOO,OOO had atet.od 
that "this rfl.Ymlnt conat.ttuteo in the utmcat aolf- denial or the 
Czechoslovak poople tMir tino..l errort to meet the oblisnt ton 
under such extre.-.ely untavornbl o cirew:~atonoee" ; 

Beldum. hall deol1neU t o pay .; 2,125,000 intor eat duo 
December lb, 1D32, on its 1-onda or : .. 400, 590,000 hold by tho ·rreao­
ury of the United Stnteu and in doi ng ao had recited circUJ!Utances 
;~hich it stated "pre vent 1t fl'Or!l resu!'!lin:s , on Docember 15, the 
puy::~ents td:.i c!": ,ere a~pe:lded b:r virtue or tho 6f; r eomonta made in 
July, ltl31", oddirG , "Be~iu:.J i a utlll disposed to collahOrate 
fully in seekir.:; a ~:.eneral aett~nt or 1ntergoveri'IID$ntlll debts 
3.114 or th~ other prot:lern or13tn: rro:n tho doproaai on"; 

~had not pai d the _2:;2 1000 princ ipal and ~,0'70,980 
interest due Deecmbor 15 , 193-2, on it:~ .,on~ in the prtncipal 
&JOOUnt or .J201S,0~7 ,000 bal d by the T're!l:~ury or the United Statu. 

Of the nine other -;overr.!llen ts whose bonds aro hol d by the 
Tr eas ury of tho United States, Eutonia nnd ~ had not mt 
:payments due Dec'3tlbor 15, 1932; ' 

Austria is avoil1nr., i tael!" of a contractual right t o postpone 
paymen~ 

Greece was rr.aldna only partial pa)'DIOnt::J on its foreign bonded 
indebtedness, ineludins thnt held "!ly tho United States; 

Yu·•o!>lada had declined to si£n any Hoover moretor tum asree­
ment a~pped pe.yiDf5 ; 

No p&Yllltnt by Rlme.nih had fal l en duo sir.eo the close of the 
Hoover norntori u:n; ---

~. ~. and ~were curl'ent in their pnyments. 

Al t hou.:;h I had infOI'IIIS.l discussions concerning the Briti3h debt 
with the British AmbasGudol' oven before March 4, 1033, and in April 
there was !'urther di&cuaeion or thP. s ubject lli th tho Pri rae hUnister 
of Great Britain and botween er.perto of the two governmeata, it 
waa not possi ble to reach dofini tive conclusion~. On .Tune 13 the 
Britiah GOTerntt~ent gave notice that in the then existing c1rc"W:l­
atances it w:ta not preplll'ed to t:E.ke tho pa~nt due June 15, 1933, 
but would lnt'Jl:e an i rmodiate payment of ¢10,000, 000 aa an aeknowledg­
mant ot the debt pe.ndinB a final settlement. To thh notice reply 
was r.ado by the Acting Secretary or State, pointing out that 1t h .. 
not within t he di scretion ot t he President to roduee or eancel the 
ox13ting debt <r.tod to tho United States nor to alter the ochedul.e of 
debt pe.ytDJnta contained in the o::isti !1f> settlement . At the same time 
I took occasion to ftDJlOWlCe that i n view or the r epreoentations or the 
British Government, t he oceorn.pe..nyir..e; aoknowl ed@llent of tho debt 
itself, and the paynont 1111.1de , I had. no por eone. l hesi tation in say-
i ns that I w uld not charac t erize the resultant situa t i on as a default. 
In \"iew or the suggesti on ot the expressed desire ot tho Dri tish 
Government to make repreGen tati ons concerniD.L tho debt , I suggested 
the.t such representations be nade in Waahinst.on as soon ae convenient. 

'l'be Agri cultural Adjustl:lent Act, approved !Jay 12 1 1933, had 
authorized the Preaident tor a period or six lb)Dtbe rrcm that date 
to accept s ilver in pnyr.~&Dt or installments due trom o.ny f oreign 
soveriD&nt, s uch silver to be accepted at not to exceed a price or 
fifty cents an ounce. I n the ~nte due June l S, 1933, the 
Governments ot Great Britai n , Czeohoel ovakia, Finland , Italy, 
Lithuania and ~\mania took advantage of this offer. 

On June 15 , 1933, paymento or about $U4,000 , 000 wero due 
tro::r. foreign ~:PVernmonte , the l arger amounts beil"l6 &bout $76,000 , 000 
from Groat Britain, al:noat $41,000, 000 from France and $1.3 ,500,000 
from Italy. The amunta actually paid into tho Trea:rury were 
~ll,374,000 ot which 010 , 000, 000 was paid by O.reet Britain Md 
Cl,ooo ,ooo b:t Ito}¥. Conlll.lniost1ona were received from most of the 
debtor covornme.nta aoki ns o d iocuasion or the dobt quaatton with the 
United Stat oo Covornmont. 
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In Ootobt'r , lV:O,:S, urnt:utnt.att'le" or tho H1·1ttsh Gov· 
e rnr.ont arrtved in Wtu;:!: t r.,;t.cn 3nd confer-red tor nomo wooke with 
re.,J"08entll.tlvel'J of t~h CoveMKJent.. 'l'ho:oe c!i:JCUoetona fl'lado cl.ar 
the o:dat.in.:; d!t'ftculttoa and tho! diseusaiona wore adjourned. 

Tho British Govern;:znt then otatod that it continued 
to ael.:r.owlo(!&e tho debt without prejudicins ita rt&'"Lt o.go.in to 
prflaent u.o mttor or readjuatuent mot! that 1~ wruld er.preaa thle 
ac'tno ... ledgmont ta!ll-.ibly by a. pe.ytt~Bnt or (>7 ,500,000 on Decer.ber L"· 
In announctn,c; thl3 I stated that tr. v ! n or the representations, or 
ttto ,ayment , and or the impnssibiltty or accopt1l\b at that time any 
or the propo:.ala tor a readjustment or tbe debt, I had no personal 
hedtat1on in euyt n; that I should not regnrd tho British Government 
Bl'J in default . 

0 .. Doccr.lbal' 15, 19~3. there nas due and pe.;;abla by t'oroign 
goverl'IIJ'ienh on t.hoir debt rundirJci agreementtl and Hoover moratorium 
tlGNleiJCnta 6 total of about !,>15:.S,OOO,OGO, The p:symants ae11uelly 
reoeh•ed '!SriJ slightly lese thnn ..,9,000,000, including ~7,500,000 
paid by Gron.t llritatn , 'Jl, OOO,OOO by Italy, aud about :;;230,000 by 
Finland. 

At. the present time FinlAnd remins tho only foroigJJ gov­
ernment which haa !"ll t al:!. pll}'f.l(lnto O!l i ts indebtednetls to the United 
States pune tually and i n f'u.ll. 

It is a zdmJ')le raet that this lOB.ttor of the repay~nt of 
debts contracted to the United States durinb ar.d after the \7orld 
~iar has E:;Mvely eompHeated om· trade and fina~K:iul l'elationshipa with 
the borrol'lint Nations for me.ny years. 

'l'hA:.e obliGations 1'\lrnished vi tal !:183ns for the auceosatul 
conclusion or a war nhich involved the notional existence or tl'e 
bo;oro'.'fera, and later for a quicker res toration of their normal lite 
after the 'l'lnr ended. 

Tho coney loane<! by the United Ste.tes Governmont wee in turn 
borl"O'Ied by the United States GoverTDent from the people or the 
United State3, and our ~oYerrmont in the absence of payment from 
torei.:;n Covern:aen ts is compelled to raise the shortage by general 
t axation of its own people in order to~ off the original liberty 
bonds ol\d tho later refunding bonds. 

It is for these reuson.s th9.t the Amerlcan people hevOJ fcl t 
that their dbbtors "ere called upon to ma.ke a determined effo:-t to 
discharge t.'l.ese obliSQ.tione. The .American people would not be 
disposed to place an iTil!)O:ssible burden upon tht!ir debtors, but are 
nevertt-.elese in a just positiO!I to o.sk that substllntial sacrifiou 
be made to l:ltlet those debts . 

Vfe 3hall continue to e7.pect the debtora on their part to 
sho17 rull u.1derstnndint or t he American o.tti tUde on this debt ques­
tion. The people of the debtor notions llill also bear in mind the 
fact that the AMric an people &l'e certain to be swayed by the use 
~;bleb debtor cou ntrieo m.ko or their evuilablo resoureee, - whether 
aueh resources would be applied for the purposes of J"eoovery o.s well 
u tor reasonable pa,yr..\Ont on tho debt onod to the oitlzons or the 
United Sto.tee, or for purposes or unproductive nationalistic 
exponditure or like purposes. 

In present.in..:; this report to you~ I ous:gest that , in view 
ot aU eXiatint; e ircUUJtanceo no le!1i:!'let1on at this aeeaion of the 
Con:;;ress 1a either noceosary or advisable. 

I con only repeat that I have made it clear to t.he debtor 
Nations acoin end as:ain that "the indobt ednose to our Covernment bee 
no relation whatsoever to reparations ~nts nade or owed to theo" 
and that each individual Nation Ms run end fNle opportunity 
individually to d i seuse its problem \l i th the United States. 

'fie aro usill!.o every means to persuade each debtor nation sa 
to the sacrodnesa of the oblf&ation and also to assure tholll. of our 
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wnuneneas, it they cbould so rettu.est, to d13euas frankly and 
Cully the speoiel circwnstances relat1n6 to corns and Uletbod or 
p~nt. 

Re:cogn1z1~ tlle.t the t1n81 power lie& 111th the Coosre:u~, 
I &hall keep the Congresa into:~d tra:o. t Ule to ttmo e.nd Mko uch 
new roeOliLI!l!lde.tions sa I:lllY later s&e..!l advi sabl e . 

THE 'JHITE HOOSE, 
June 1, 1034. 

FRANKLIN D. lOOSEVELT 
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In my ad.4reas to the Congress January 3 I stated that 

I expected to report later in regard to debts owed the 

Government and people of this country by the governments 

and people of other countries . There has been no formal 

ootllmunication on the subject from the Executive since 

President Hoover 1 a message of December 19 , 1931. 

The d.evelopmente are well- known, having been announced 

to the press as they occurred. Correspondence wi th debtor 

gove r nments has been made public pr omptly and is available 

in the Annual Report of the Secretary of the Treasury. 

~ t- t ~ :ftowever, ~.timely t o review the situation. 
) 

Payments on thB indebtedness of foreign governments 

to the United Sta.tea . which fell due i n the fiscal year 

ended June 30, 1932, ·were postponed on the proposal of 

President Hoover announced J une 20, 1931 , and authorized 

by the Joint Resolution of Congress approved December 23, 

ri · 
1931.1Yugoalavia alone sua pen die& payment while rej ect1ng 

Pres ident Hoovert s offer of postponement(. 

In the six months of July to December , 1932, wh ioh 

fol lowed the end of the Hoover r.:oratorium year, payments 

of $125,000,000 !rom twelve government s fell due. R&-

quests 



questa to postpone the paynente due December 1~ , 1932 , 

were recel ved trom Great Britain, France, Belgium, Czecho-

slovakia, Estonia, Latvia, Lithuania and Poland, The re-

plies made on behalf ot President Hoover through the De -

partment or State declined the se requests , generally 

s tating that it was not in the po"er ot the Executive to 

grant t hem, and e:xpreasing a w1ll1ngnesa to cooperate with 

the c1ebtor government in surveying the entire situation. 

)( 

Attef' such corresponc1ance, Czechoslovakia, Finland, Great 

Britain, Italy, Latvia and Li thuanla met their contractual 

obllgattone, while Belgium, Rstobia, France and Poland 

made no -pa.yunt. 

In a note ot December 11, 1932, attar the United 

States had declined to sanction postponement ot the pay-

ment due December Hi, the British Government, in announo-

vt::: 
ing t.a&1z' c1eole1on to make payme nt ot the amount due on 

December l!i, made the tollo"ing important statements: 

"For reasons which have already bean placed on 

record Hie ll!ajaetr' a Government are convinced that 

the syetem ot intergovernmental pa.rmanta in respect 

ot the War Debts as it existed prior to tao . Roever's 

1nit1at1n on .Tune 20th, 1931, cannot be revlnd 

wi tbout 
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without disaster. Since i t 1a agreed t.bat the whole 

subject ab::>uld be re-examined bet...-een the United 

States and the United Kingdom this fUndamental point 

need not be further stressed here . 

"ln the view or His Majesty • s COYern.ment there­

fore the payment to be made on December l~th is not 

to be regarded as a resumption or the annual pay­

ments contempl ated by the ex18ting agreement. It is 

made because there bas not been time tor discussion 

with regard to that agreement to take place and be­

cause the United States Government have s tated that 

in their opinion such a payment would greatly increase 

the prospects of a satisfactory a pproach to the whole 

question . 

"His Majest y's Government propose accordingly 

to treat the payment on December 15th as a capital 

payment of w hiob account should be taken in any 

final settlement and they are making arrangements -to efteot this payment in g:~ld as being in the oir-

oumstanoea the least prejudicial or the methods 

open t o them. 

"This procedure must obviously be exceptional 

and abnormal and His Majesty' s Government de sire to 

ur ge upon the United S tates Government the impor­

tance ot an early exchange or views with the object \ 
of concluding the proposed d iaeussion before June 15th 

next in order to obviate a general breakdown or the 

existing intergovernmental agreements . • 

The Secretary or State, Mr. St imaon, replied to th i a 

note on the aame day tba t acceptance by the Secretary or 

tbo 



the Treasury or tunds tendered in payment or the Decem-

bar 1!5 inetallment oa.nnot oonsti tute approTal or or agree-

ment to any condition or declarati on or policy inconststent 

with the terms or the agreement inasmuch as the Exeouti ve 

Uw~ "\'-'"'-"' 
has no power to amend or to :lter ('~either directly or 

by 

00 

ret erred 

Government to the United tates necessarily 

I 
and to consider what means may ~ taken to 

bring bout the restoration ot stable curreno 1es and ex-

oha e , the revival or trade and the r ecovery or pri ea. 

No payment wae made by France December 1 !5 , 1932, as 

the French Chamber or De put ie e by a vote on the morning 

or December 14 retused authorization t o make the payment. 

The resolution 't'Oted by the French Chamber at that time 

in'Yited the French Government to convoke 88 eoon a8 po1-

8ible , in agreement with Great Britain and othe r debtors , 

• 
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a pnerel oonrerence tor the purpose ot adjusting all in- \ 

terne.Uonal obligatlons and putting an end to all interne· 

t1onal transfers tor which there is no compensati ng trans· 

action. The resolution stated that the Chamber, despite 

legal and economic considerations, wou ld have authorized 

set tlement had the United States been willing to agree in 

advance to the convening or the conference for these pur-

poses . 

This resolution or 

statements ot policy made by President Hoover and by my-

self on November 23, 1932. President Hoover said, "The 

United States Government rrom the beginning has taken the 

l)Oe1t1on that it would deal with each ot the debtor gov-

ernmenta separately, as separate and distinct oiroumstancee 

eurrounded each case . Both in the making ot the l oane 

and in the eubeequent eettlemente wittl ttle ditterent 

deb tore, thte policy baa been rigidly made clear to e1"8ry 

toretgn go-..ernment concerned." I ea14: 

•r 



"I tind ~~~~;yealt in cc:a.plete accord with the tour 

principles dtsouaaed in the conference between the 

President and Dcy'aelt yesterday and set tortb in a 

a tatament which the Preeldent has issued today. 

"These debts were actual loana made under the 

dhtinct understanding and with the intention that 

they would be repaid. 

"In dealing with the debts each government baa 

bean and ia to be considered individually, and all 

dealings wi~h eaob government are i ndeJ)endent or 

dealings with any other debtor government . In no 

caae should we deal with the debtor governments 

collectively. 

"Debt settlements made in each caee take into 

con.tderatlon the capacity to pay ot the indiT1dual 

debtor na tiona. 

" The indebtedness ot the varioua European na­

tions to our Government has no relatione whatsoever 

t o reparations payments made or owed to them. " 

Ot the $125, 000 , 000 due and payable December 15, 1932, 

tbe Treasury rece ived t98 ,750,000, or which ~95,550,000 

was the Bri tieh payment made subsequent to the above cor-

respondence, and the other $3,000,000 represented payments 

by ti'f'e other debtor nations. The amounts due trom Belgium, 

Estonia, .France , Hungary and Poland whicb were not received 

amounted to 25,000,000, or wbicb il9,260,000 was due and 

payable by Frana a. 

ID 
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In my statement issued November 23, 1933, I had. said: 

11 I f i rmly believe i n the principle that an 

individual debtor should at all times have access to 

the creditorj that he should have opportunity to lay 

facts and representations before the creditor and 

that the creditor always should give courteous , 

sympathetic and thought ful cons i deration to such 

facts and represent ations. 

"This is a rule essential to the preservation 

of the ordinary rel ationships of life . It is a 

baste obligat ion of civtltzation . It applies to na­

tions as well as to individuals . 

liThe principle calls for a tree access by the 

debtor to the cred.i tor . Each case should be con­

sidered in the light of the conditions and necessities 

peculiar to the case of each nation conoerned. 11 

.... 
January » ; 1933, President Hoover and I agreed upon 

the following statement : 

11The British Government has asked for a discus­

sion of the debts. The incoming administration will 

be glad to r ece i ve their r epresentati ve earl y in 

l&a.rch tor thie purpose. It is, of course, necessary 

to discuss a t the same time the world economic 

problems in which the United States and Great Britain 

are mutually interested and therefore that represen­

t atives should also be sent to discuss ways and means 

tor improving the worl d situation. 11 



On Karch 4, 1933, the situati on with regard to the 

i ndebtedness of ether governments to the United State& 

w&a, in brief, as follows: 

~- The French Parliament had refUsed to per­

mit payment of $19 , 361 1 432 .50 interest due on the 

$3,863 , 650,000 bonds of France owned by the United 

States; 

Great Britain - With respect to the Bri t i sh bonded 

debt hel d by the Treasury i n the principal amount of 

$4 , 369,000 , 000 , Great Britain in meeting a due payment 

of $30 ,000,000 principal and $65 ,550,000 interest bad 

stated that the payment was not to be regarded as a 

reaumption of the annual payoents contempl ated under 

the fUnding agreement of J une 19, 1923, but was to be 

treated, so fo.r ns the Briti sh Gove rnment was concerned, 

as a capital payment of which account should be taken in 

any final aettlement ; 

Italy- With respect to t he $3 ,004,900 1000 princ i­

pal amount of bonds of the I tal i an Government held by 

the United States Treasury , the Italian Qovernment had 

paid the sum Of $1,245,437 interest due December 15, 

1932; 

/. 



but in doing eo i t ref' er red to a resolution of the Grand 

Council of Facism, adopted December 5, 1932, i n whi ch •a 

ra.dical sol ution of the 1spongi ng of the el ate 1 type 

w&e declared to be necessary for the worl d 1 s eoonomio 

recovery11 ; 

Czechoslovaki a in maki ng a payment of $1, 500, 000 

principal due December 15, 1933, on i ts debt of 

$165,000,000 had stated that 11th1e payment const i tutes 

in the utmost self-denial of the Czechoslovak people 

their final effort to meet the obligation under such 

extremely unfavorable circumstances• ; 

Belgium had declined to pa.y $2 , 135,000 interest due 

December 1 5, 1932, on its bonds of $400 , 680,000 held by 

the Treasury of the United States and i n doing so had 

rec i ted c i rcumstances whi ch it stated "pr event i t from 

resumi ng , on December 15, the payment s whi ch were sus­

pended by vi rtue of the agreements made in July, 1931'1 , 

adding , •Bel g ium is still disposed to col laborate fUlly 

i n seeking a general settl ement of i ntergovernmental 

debts and of the other problems arisi ng from the depres-
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~ ba.d not pai d the $232,000 principal and 

$3,070,960 interest due December 15, 1932, on ita bonds 

i n the principal amount of $206, 057, 000 held by t he 

Treasury of the uni ted States . 

Of the n i ne other governments whose bonds are hel d 

by the Treasury of the Uni ted States , ~and 

~had not met payments due December 15 , 1932; 

~ is availing itself of a contractual right 

to postpone payments ; 

Greece was making onl y par tial payments on its 

forei gn bonded indebtedness , including that held by the 

United States; 

Yugoslavi a had declined to sign any Hoover moratori um 

\ 
agreement and had stopped payi ng ; 

No payment by ~had fallen due since the cloee 

I 

) 
of the Hoover mora torium; 

Finl '&nd1 ~~ and Lithuani a were current in the i r 

payments . 

EA: FL:DJ'II 
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.U though I had informal discueeiona concerning 

tbe British debt with the British Ambassador even betore 

llarch 4, 1933, and. in April there was fUrther discueeion 

Of the subj eot with the Prime Minister of Great Britai n 

and betweeri experts of the two governments , 1 t was not 

possible to reach definitive conclusions. On June 13 the 

Bri tieh Government gave notice that in the then existing 

cirowostances it was not prepared to make the payment 

/. 
due June 15 , 1933, but would make an i a:medi ate payment 

of $10,000, 000 as an acknowledgJ:Ient ot the debt pending 

a final settlement. To this notice reply was made by 

the Acting Secretary of State , pointing out that it is 

not within the discretion of the President to r educe or 

cancel the existing debt owed to the Unite d States nor 

to alter the schedule of debt payments contained in the 

existing settlement. At the same time I took occaeion 

to announce that in view of the representations of the 

British Government, the accompanying acknowledgment of 

the debt itself, and the payment made, I had no personal \ 

hesttation in sayin~ that I would not characterize the l 
resultant situation as a default . In view of the suggestion 

Of 

7 
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ot the expressed desire of the Bri t i sh oover noent to make 

representations concerning t he debt, I suggested that such 

repreaentations be made i n Wash i ngton as soon as convenient. 

The Agricultura l Adjustment Act, approved Yay 13 , 

1933, had au thori zed the Presi dent for a per iod of six 

months from that dat e t o accept s ilver i n payment of 

i nstalments due from any fore i gn goverrunent, euoh s ilver 

to be accepted at not to exceed a pr ice of fifty cents 

an ounce. I n the payments due J une 15, 1933 , the Govern-

mente of Great Britain, Czechoslovakia, Finland, I taly , 

Lithuania and Rumania took advantage of this offer . 

On J une 15, 1933, payments o'! about $144 , 000,000 

were due from fore i g n gover nments, the larger amounts 

bei ng about $76 , 000, 000 from Great Britai n , almost 

$41 ,000 , 000 from France and $13, 500, 000 from Italy. The 

amounts actually pai d i n t o t he Tr easury were $11 , 374 , 000 

of whi ch $10,000, 000 was pai d by Great Bri tai n and 

$1,000 , 000 by I taly . Co:ru::unicat1ons were received :from 

moat ot the debtor governments ask i ng a discussi on Of 

the debt questi on wi th the United States Government. ---In 
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In October , 1933 , representat ives of the Britiab 

Governmen t arrived in Washington and conferred !or 

some weeks with representat ives of this Government . 

f!.J:lt~•1 Its 

These cUa ouasions made clear the,... diffioul t.Jt--111t"-uc"'bl-4<ill ... 

~~<W>&.rl.o~of 

, ; 
t~~ Jpd U wee ·gr.~t~ the d i scussions ~ 1,, ( l t 

adjourned, 'om"' tb..e woM4 o11.U~ 'bee._• meN- al'lf¥11''re 

-,;r;. 
The British Government stated that 1 t continue«' 

' 
to acknowledge the debt without prejudicing 1 te r igb.t 

again to present tho matter of r eadjustment and that it 

would express this acknowledgment tangibly by a payment 

ot $7,500,000 on December 15. In announcing this I 

stated that in view of the r epresentations of the pay­
.) . 

llu rp l h., 
mont a.nd of the impossibility of peee'ns I'L11¥ ._., 

) n:::r-· ,..,, .. ~...~t .... (~ 
j..M&tiv at .w.e time ~ tor a readjustment 

~ 

ot the debt, I had no personal hesi tation in saying 

that I should. not regard the Sri tish Government as in 

default. 

On December 1 5 , 19 33 , there was due and payable 

by 
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by fore i gn government s on their debt tunding agreements 

and Hoover moratori um agreec.ents a total ot about 

$153,000 ,000 . The payments actually received were slightly 

l ess than $9 , 000,000, including $7 , 500, 000 pai d by Great 

Britain, ~l,OOO ,OOO by Italy, and about $230,000 by 

Finland • . 

At the present time Finland remains the only fore i gn 

governoent whi ch has met all payments on its indebtedness 

to the United. States punctually anC:. i n f'Ull. 

EA:FL:DJW 



It is a simple fact that this matter of the 

r epayment of debts contracted to the United States during 

and after the Vlorld War has gravely complicated our 

trBde and financial r elationships wi th the borrowing 

Na tions for many years . 

These obligations furnished vita l means for the 

successful conclusion of' a t.•ar which involved the national 

exi stence of the borrowers, and l ater for a ouicker 

restoration of their normal life arter the war ended . 

The money loaned by the United States Government 

was in turn borrowed by the United States Government from 

the people of the United States , and our Government in 

the absence of payment from roreign Governments is 

compelled to raise the shortage by general taxation of 

its own people in order to pay off the or i ginal l i berty 

bonds and the later refunding bonds. 

It is for these reasons that the American 

people have felt that their debtors were called upon 

to make a determined effort to discharge these 

obligations . The American people would not be 

disposed to place a n impossible burden upon their 



debtora, but are neTertheleee in a juet poet tion to aek 

that aubat&ntial eaoritioee be made to meet theee debta.' 

We eball continue to expect the debtors on their 

part to ehow full understanding ot the American a t ti­

tude on thia debt question. the people ot the debtor 

natione will aleo bea.r in mind the f aot that the American 

people are certain to be swayed by the use which debtor 

countriee ma.ke ot their available resources, - whether 

euoh resource s would be applied tor t he purpoeea of 

recovery as well as for reaeonable payment on the 

d.ebt owed to the citizens ot the United Statee, or 

tor purposes ot unprod.uot i ve nat1onaliet1o expenc11 ture 

or like purposes. 

In presenting t his report to you, I euggeet that, 

in view of all exieting circumstances no leg1elat1on at 

this aeeaion of the Oongreee is either necessary or 

advisable. 

I can only repeat that I have made it clear to 

the debtor J'atione again anc1 again that •the indebtedneee 
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I 
debtors, but a re nevertheless in a just position to ask 

tha t substantial sacrifices be made to feet these debts. 

VIe shall continue to expect ~he debtors on 
I 

their part to show full understanding of' the American 

a ttitude on this debt question. The people of the debtor 
I 

nations will also bear in mind the fact that the American 

people nre certain to be swayed by the use '*"' which debtor 

countries make of their available r esources, - whether 

such resources would be a pplied to relief from taxation 

in the d ebtor countries and to tlie reasonable payments 

on the debt owed to the citizens or the United States) 

or for purposes of unproductive nationalistic expenditure 

or like purposes . 

In presenting this repor t to you, I suggest that 

in view of all existing circumstances no l egi slation a t 

this session of the Congress is either necessar y or 

advisable. 

I ean only repeat that I have made 1 t clear to 

the debtor Nations again and again that "the indebtedness 



to our Government has no relation whatsoever to reparations 

payments made or owed to them" and that each individual 

Nation has full and free opportunity individually to 

discuss its problem with the United States. 

We are using every means to persuade each 

debtor nation as to the sacredness of the obligation 

and also to assure them of our willingness, if they 

should so request, to discuss frankly a nd fully the 

special circumstances relating to means a nd method 

of payment . 

Recognizing tha t the f inal power ~ lies 

with the Congress, I shall keep the Congress informed 

from time to time and make such new recommendations 

as may later seem advisable . 
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ment traa1. tore1gD Ccne~Jrt;a h GOq) led to ralee the ~o:rt;age 

debtor oountr1 .. 
j 

ea, - wbatbu' a u.cb 

resouroea wO\lld b,e applied. to relht trc. \u:a\1011 1n \be debt.tu' 

o1t1zena of tba Ulllted Statea, or tor purposea of DproduUn 

aat1onal1atlo azpeb41tura or Ute ~ .. . 

1D prOMDUag tbta r eport to )'OU, 1 ne£81t that ill Yi n O'f 

all a:daUJ1.8 o1reWMtaaoea no l agialat1011 at \11.1• aHdon ot 



Ute after \1» war eDited. 

; o _, -

n. ... ,l.oMed by tu Ollited s .. , .. Oon~nt-' ln 

\v:r'D bonoW4 b7 the> UDl\ed Statea Oonrm.nt trca t.U people 

or \he United Statea, aDd. our Gcrft~nt in tt. abMAn or pay4 

liiNlt tram toreS&n Gon:ru.nh 1a 00~~4 to rei• '\be abortage 

by pun.l tuaUcm of lh oe. peopli 1Jt order to pay otr the 

orJ.&1nal llbertr bc:Dde IUl4 tbl a t.( nf\mfllag bon4e. 

n 1e tor tbue naeou \bet r- u.rlo• peopa b .. a taU 

tbat tbllir hbtora •re oell.ed upcm to ll!lko a daterr:tlMd effort 

to dl.ob.ersa theM obl.taationa. '!'be Amniocn ~pla would D.ot 

be dt.poeed to plaoa ftll l•po .. tble burden upon tbdr dabtora( but 

ere M'l'ertbtlla .. 1D a jUBt poet tlOD to eat that aublltenUol 

We ehall ., nt1Due to eqeot t.he debtor. em tbel.r pert to abo• 

tw.1 UD4U'ataadbs of tu ..._rlos aUU\I!e I thh debt qu .t1on • . 

'l'be pooplo or tho ••••or .. uooo dll ::.•;2r ln a10• tho roct 

\he\ \bo -rleon people ,... oer•oln to f..~ bJ \bo uoo Wbloh 

hbtor oountrlaa -.Ice or t_.lr an1labl
1 
n~~our"' • - wl»ther n.oh 

n.ouroM •ul4 be applied to relief troa. tueU. on 1n the Mbtar 

aatlOIUlllaUa npea41tvn or l1D purpoeea. 

lJl ~nuaa tbla ~ to you, I ncpat \bat 1a '~'~• ot 

.U ub\lns otrca•tt.... DO lecidaUon at: t.hia Naaicm. ot 
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