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Bru1llan Negot1at1ona - Part II 
Conterencal present• representatives o! Treaauey, 

Fe<leral RGaervo Bank o! Nn York, State Department, 
and llessrs.Dentas and Pent.eaQo (9ru11) - 2/16/')9 • • 

Collterence bet-n Treanr;r and State Department 
with Aranba - 2/17/)9 •••• •••• •••• •• •• ••••••••• •.• •• 

a) ArGlba reiterates his UDderstanding that 
TreuurT does not object to Cent.ral Bank but 
thialcs 1 t wise to wa1 t 

Itab1ra Iron Ore .c"""Pf'A7 in Brull• devolo~t 
proj ect ot- 2fl4.139•· • • • • • • • •• ••••• • ••• ••••••••••• 

Stabll1zation Fund ..Svanco t.o Brull discussed by 
IWJr and Jesse Jones • FII! unhesitatingly 
recoJD:li8Ilded naldne loan tnrouflh Export-Iruport Bank -
2/19/39 •••• ••• ••••••••••••• •• ••• •• •• •• ••• •••••••• •• 

a) Second convoroation w1 tl1 Jones discussed b7 
IIIIJr with Lochhead, Foley, 'llhita, and 

. Bernstein - 2/23/)9 •• •••••••• ••••••••••••••••• 
b) Conversation with Jones - 2/24/39 ••••••••••••• 

IIIIJr tells Jones be th1nka it important !or Jones to 
advance ~5 111llion1 miJr approns Jones• aalc1ng 
llarrison to •W1Sell.0 Aranha on Central Bank or 
Brasil - 2/27/39 ••••••••••••••••••••.•••.•••••••• •• 

Pierson and !lllJr eon!er l Pierson will1ng to holp in 
IU'\y way- - 2/Z'l /39 •.••.......... .. ........•. ....... • 

a) Conversation repeated to Welles •• • ••. , •••.•• .• 
BrazU~n1ted States Relationships: Special. ~port 

Fe bru.ary 1 1939 • • •• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
V.ter1al for diaouallions with Brazilian Foreign 

Yiniater • •• • • ••••• ••• •••••••• • • •••• • • •••••••••••••• 
Standard Oil COIIIj)&D1 reports on position o! &!!Uiated 

ccapanies in conoec tion w1 tb petrol.ew:l imports into 
Bl'asil - 2/I!S/)9. · ....................... 0 •••••••• • • •• 

Case broujpt by bqlorter in !lew 'York State Court to 
co:>pel Federal l eaervo Bank o! New York to certi.ty 
to Trea.8Ul'1 di!!eront rate or exc!um;:e for the 
Bruil1an mllre1a t'roGI one horeto!oro certified -
S/3/)9 ••••••• •••• •••••••••••••••••••••••••••• ••••• •• 
· a) Justice RosGilllWI d1aoissos action - 6/13/39 •••• 

Jones tranam1ta dratt. o! tentative agree:qnt reached 
with Export-Import Bclk - 3/4/39 • • • •.• •• •••.•. • .••.• 

Kenned7 (J oseph P, ) reports on 1nql1ry by Le1th-!loss 
concerning poasible loan - 3/7/39••••• • • •••••••••••• 

Con!erencel present• representatives o! Tre&INJ7 and 
Briggs- J/7/39 •••• ••• ••••••••••••• •••• ••••••••••••• 

a) Coap1ata s~ of all doew:lelltts, incl "ell na press 
roleaso, l.ttor trooa .lranha to 1'reaeary and 
answer, ot cet.ora, disou.ased 

(Documents: page 249) 
Conference with Welles - )/8/39•••• •••••••••••••• • • • • • 
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Bruillan Negotiationa - Part ll - Cont.iDued 
Br uillan &!busy Wol'IU HIIJr dec1111on hu been 

reached to oreate Central Reserve Dank - 3/8/39•• • 
a} HWJr'• answer- 3/9/39 ••••••••••••••••••••••• 

Foley ~B~Drandwa tran8111tt1ng (1) HIIJr' e letter ot 
6!7/38 to Fill, enoloeing clr&!t b1llJ (2) Oliphant 
,_,randw:a ot 6/27/38 Mtting forth r.uona 'llbJ" 
proposed legialeUon waa not reSU~~Ption ot cloller 
d1ploaacy; (3) Oliphant and 'llhite -.oranctua ot 
ll/3/38 d1eCiles1ng progr .. ot econood.o aaeiet&ooe 
to Latin American countries; ( 4) propoeed lcrt.ter to 
FIE d1scuasing PI'OI!I'III ot eeODCilld.e assistance to 
Latin American countries and enclosing 0\ltllne tor 
spec1t1c aasistance to Brazil - 3/8/39 ••••••••• ••• • 

Elxport-IIIport Bank transmits copy ot lcrt.ter trom 
Sousa Denta:l setting forth in detail 110re important 
exchange obll&ations ot Banco do BruU to Allerican 
.xportere- J/l0/39· • •• • ••••••••••• ••• • • • • ••••••• •• 

Hull eahle to American l!Dibe.ssy, Br&a111 1nd1caUng 
three pr1nc1pal d1tterences ~ tut ot cle<:..­
la and dratt ot decree la turnished Depart-nt 
byAraDh&- 4/ll/39 •• •••••••••••• •••••••••••••••••• 

Bruillan--Argentine tortign cche"88 acr-nt signed 
AprU 13 in !lllenos Aireo reported on hy American 
Embassy, Brazil ••••• •••• •••• •••••• ,,. , ,,,, ••••• ••• • 

Guaranty Trust Compan;y decides not to participate and 
requests that its quota be distributed to other 
banka 1 suggesting that a Cleveland bank be added 
to group- 5/l0/)9 ••••• ••••• •• •••••••••••••••••.••• 

a) lllot.Joent trCteterred to National City Bank 
ot CleYoland by S..k ot BruU - S/11/39 . ..... 

.boriean Sl:lbaasy, Braail, reports on proaieo seC\lred 
traa Director ot ll>telulnge to gl.vo to Bruillan 
subsid1&r7 or American and torei6J1 power group 
$50, 000 ""kll' tor d11'1dends and oarnin&• and to P8\Y 
$83, 000 tor ex,penses incurred 1n 1937 to All America 
Cables- 5/lJ/39• ••••••• • •••• •• •••• •• •••••••• • • ••••• 

Bank or Braail arranges to Uquid&to uchanee arroere 
ot Ameriean ttr.a- S/13/39•••••••••••• • • ••• •• ••• • • • 

Allerican Elobaaey, Braail1 reports on roturn ot Aranhe -
5/17/39 • •••• • •• • ••••••••••••••••••••••• • •••••••••••• 

Illneu of Aranh& clel&111 Central Bank pl&o.a - S/22/39 
"f-.porary ~t by Braail on debts .JIIl7 1 , • reported 

by State llepart;Mnt to Cotton - 6/ZJ/)9 ...... .. .... .. 
Confidantial cirC\llar eent egeoeiea of Bank ot Braail 

atates that Garman c-eation llllrk will be croaeed 
with the dollar etrectin August 10 - 7/:IJ:J/)9 .... .... 
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TREASURY DEPARTMENT 

I NTER Of'IFICE COMMUNICATION 

DA TI< February 16, 1939 

To Secrete ry lolorgM thau 

I'IION Jlr. lib it 8 

Meeting Februa ry 16, 1939, 10 o'clock A.M., TrN;sury. 
Pr esent: Mr. Dantas e nd Mr. Penteado of Brazil, Mr. Knoke, 
llr. Harrison, Mr. Williams, FedsN>l Reserve Bank ot New 
York, Mr . Collado, Sta te Department, Mr. Wh ite and 
~1r. Schmidt. 

The di s cussion opened ~tha state~nt by Ur. Har rison 
giving his views t hat this yea r was probably not an oppor­
tune time for t he Government of Brazil to a ttempt to estab­
lish a centr.el ban.lt. He s tated he t hough t the gene ral id ea 
ot a central bank was a highly desirable one but in his 
opinion it might be preferable to wait until Brazil's ex­
change situation had been cleared up and unti l they had had 
a year's experience w1 th a balanced budget. It woul d be 
better, he bel ieved, to launcb ta. bru~k when the s1t1.1a tion 
was i mproving r ather t l'.an at t h is tl~ when the future ie 
uncertain. 

llr. Wi l l iams e}preseed his concurrence w1 t h t his view, 
but added t hat hi s view relpted t o the general idea ot a 
central bank and not to any of the speoifio provisions, in­
a smuch as we had not examined any ot the detail s ot t he pro­
posed law. 

Mr. Dantas smilingly r eminded us of Dr. Aranha's stateaent, 
and that he, Mr. Dantae, as an official ot the Bank ot Brazil, 

cou ld h!>.rdl y be objective in h i s views on tre central bank. 
Nevertheless he felt constraine d to say that his own views 
with respect t o tt.e desi r ability of creating a central bank 
a t this time were qu i te in accord w1 th the view expressed by 
lllr. Har rison and llr. Williams. 

Mr. Dantae t hen went on to e xplain in eo~ detail Brazil ' s 
need t or an e quallz.atlon tund and stated tha~ tre Brazilian 
Government had hoped to be able to get a loan from the United 
States of $50 milJ lon to be used as a stabili zati on fund. It 
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Secretary Morgenthau - 2 

had been their thought that such a loan might well be tied 
up with the creation ct a central bank but he per sonally 
telt that tbe queet1cn ot the $50 lll1llion stabilization tund 
lean might well be rai .. d independently ot the 1seue ot the 
central bank. 

I d1d not comaent on the wisdom ot creating a central 
bank at this time. To aake cert&in that Mr. Dantae correctly 
understood the viewa expressed by Mr. Harriaon a nd Mr. Will iaae 
and the views or the Treasury and could correctly convey t hose 
views to Dr. Aranha I made the following three pointe as a 
summati on: 

1. I s t ated that the que stion or a $50 mill ion loan 
by the Uni ted States Gove rnJDent to Brazil tor the purpose 
ot creating a stabilization fund was a new proposal which 
had not to my knowledge been presented t o the Secre tary or 
the Treasury by Dr. Aranha end that consequently we could 
not diecuss the proposal at that conference. 

2. That tha expreaeion or views with regar4 to the 
desirability or postponing establishment or t he central bank 
as expressed by Mr. Ha.rrieon a nd l.lr. W1lliame presupposed 
that all the necessary t unotione or a central bank except 
those poesibly or restricting the issue or paper currency, 
could be successfully perf ormed by the present Bank ot Bru11. 
I stated that Dr. Ara nha had indica ted in hie conference w1 th 
the Secretary t hat the present Bank ot Brazi l could not oper­
a te etticlently but tha t Mr. Harrison and Mr. Will iams egreed 
that they were not sutticiently talll111ar with the current 
banking and economic situati on 1n Brazi l to properly evaluate 
the importance or the obstacles to a proper functioning or 
the bank mentioned by Dr. Aranha . 

J. Mr. Harr1eon' a and Mr. Williams • eta t ement that the 
creati on or a central bank tor Bra zil was sound and desirable 
referred to the general proposal and not to any or the ast)ecta 
ot the proposal submitted. There had been no discus s ion ot 
nu~~~eroue important aspect& ot the proposed draft and t he t 
therefore no commitment was involved with r~spect to any 
pa r ticular aspec t or the proposal . 

Those prese nt all agr eed that wae the aenee or the meeting. 

Mr. Dantae again expressed the view that in h1e opinion 
the ianor tant t hing was the $50 million loan tor an equali­
zation tund and that he would r eport the d1Bcuaei on ot the 
morning to Dr. Aranha. 

2 
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Hansen told me Juet before I left to go up on the 
H111 that after thinking it over, with lilY approval he 
ia going to recommend to the Bra~ili&ne that until they 
have the gold and until they have settled eome other or 
t heir more difficult problema they ahould postpone the 
organ1~at1on of their Central Bank. I eaid I would go 
along. 
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Febru&r7 17, 1~~~ 

Pre toot: 

Jlr. Aranha 
llr.Caffer:r 
Dr. Pe11 
llr. Lochhead 
Dr. White 
Jlr. Pole;r 
lira. ltlotr; 

HX.Jr: That waa an awtull;r good apeeob :rou IU.de 
at the Preaa Club. 

11£, Ara!!ha: !be Mull w1ll not l1lte 1t 1111ob. 

HX.Jr: And t b e;r had tbe1.r people there . 
they know where :rou atand. 

I guua 

Have :rou talked to :rour people who were here yea-
terdaJT Do you agree w1th the oonoluaion that they 
reaobedf 

Mr. Ar~: They tell me that :rour people ban 
nothing to Obeoi to the idea of a Central Bank, 'but at 
the eame t111e they were worr:r1ng about the reaulta of 
tbe Cent ral Bank Juet now when we haYe other tblnge to 
do. That 1t would be 110re wiee to wait a little. I 
oonteae to :rou that, in ~ opinion, we haYe t o do that 
and the reaaon I t ell you that, we are crowded with all 
tbla worlt. 

The i~rtant thing 11 not beoauae of the Central 
Bank itaelf , but beoauae the Bank of Bru11 ia the cnl7 
bank that 1a oapable to take oare of the J orth of 8rar;11 
and it haa aeYen-eightha of ita 'bua1neu in Jlio de Janairo 
and Banta Paula. Our problea 11 t o aeparate theee two 
aotl\'itiea of the Bank beoauae we need to put the Bank 
of Bra&il in ita work -- that .. ana ooaaeroial, indue­
trial, agrioultural department& working all around Braa11. 
At the aa• time we haYe to oreate cr aeparate the other 
thinge, rediaoount an4 t1eoal agenon now the ourreno:r. 

I think we will gin the ourreno:r to a Central 
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-2-

Bank that will ~duoe the arbitrary action ot the GoYern-
ment or the Treaaur7. In Central Bank we baYe ideaa 
and prino1plea to llaintain and in the GoYernunt we haYe 
poeitiona to defend. That 1e a Yerf big difference. 

I aa i .n taYor ot creation ot thh Bank. I •• 
aorry not to oome 7eaterday to bear Dr. Harriaon. Souza 
Santae wae a little conYinced that 70u are right. He 
baa a Yer7 well balanced a1nd, He cue ho1111 telling ae 
that his impreaaion waa taYorable to your obJectiona, 
but I am thinking in a more broad way. I can also aay 
that we haYe the eame bank aot1~ in two different waya, 
but the problem tor ue ie the same problem from 7our aide. 

What interest waa 1n the Central Bank ie Juet to 
know it we will need eome cooperation to he lp ue maintain 
the m1lreia stable . It we can baYe that through the 
aame or under the aame idea ot the equalization tund or 
aometb1ng like that, that ie something I would lilte to 
diacuee and that ther told Souza Santae was 7our partial 

5 

matter to decide. That is our problem, to know it we will 
create the Central Ban~ it we could haYe thie margin 1n 
determining our poeitione. That ia what we need to know. 

I am aorry I waa not at the meet1ng because I got 
a report ot the meeting and aa tar ae I know the report 
wae unanimoue. It would be wiee to postpone the Central 
Bank until soae ot the other matters han been worked out. 
It doe a not baYe to be done illlllediately. We want to aae 
tree exchange operate. You 1111et know that all we will 
g1Ye to the Central Bank exiete now and that 1e whY I aa 
in taYor ot a Central Bank now. That e:dete in the Bank 
ot Brazil and in the Treasury. We wUl not create aft7 
new activi t7 Q1' new function in the Bank. All we haYe 
to do is to put the two together under one hear with a 
clear finality. That will be tor the betterment ot what 
wae done before. Theee aot1Yit1ea haYe to be put together. 

Firat thing we would do would be to change our 
money, becauee now we have the a1l~ia. In doing that 
we will recall all tb1e acne7 b110k and giYe new one 
which we will order here. Some ot it ia made in England 
and Ital7. We will win f1f, beoauee you ltnow t or a lo~ 
time we d.id not change our acne7 and in 6 , 000 ,000 contoa 
we wUl baYs 250,000 contoa which wUl not ooae baclt or 
ia deatroyed or ia in collection. We will aake money 
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like youra. I think I am not in the Treasury, but I 
am Just here for my oolleaguea, that the tendency ia 
Juat to mix things but I feel we ahould olear things. 
1 wanted to tell that to Governor Harrieon. Dantaa 
returned to 1118 a new Christian. from your aide I 
agree with you, but you must eee how we work in Brazil. 
You muet know that the Bank of Brazil 1e working eeven­
eigbtba of all operations there. I will be in favor 
of the oreat1on of the Central Bank and I think that 
will help tremendously. Alao exchange matter. 

Mr , Lo9~fad: (Called Mr. 4ranha1 a attention to 
t he fac t thAt the diecuuslona held up to ncnr wlth 
the 111ee1on dealt 1n very general t•rma regarding the 
eetabliabment of a Central Babk. It would seem deeirable 
for the Brazilian• to develop more concrete deta1la of 
the unne r i n which their new Central Bank would worlt 
and be of benefit to Brazil.~ 

Mr. Aranha: When the Bank of Bradl losee in ex­
change, the Treasury paya. The Government only owna 
part of the Bank of Brazil, Foreigners also own part. 
The Bank of Brazil ia gradually being mixed up with the 
Treasury • 

. pr. White: None of the things thatyou touch on 
were diecuased at the meeting. 

llr. Aranha: I agree that at the beginning 1t wlll 
not be a Central Bank. Now the Bank ot Brazil baa a 
Preeident, a director. (At thia point ltr, Aranha went 
into the hiator.y ot the Bank ot Brazil.! Seven-eightha 
ot all the operations are in Santa Paula and Rio de 
Janeiro. You oan 1 t get credit in the North and South 
of Brazil, 

HM.Jr: May I make tb1a auggeation. Just to 
give you my own op1n1on after liatening, I can appreci­
ate t he handicap that your Government ie working under 
through having a collllll8rc1al bank oontrol all ot your 
monetary affairs. When Mr. Roosevelt tirat came here 
the Central Bank bad a great deal more power and be was 
more or le88 in the same po8ition and they more or leea 
controlled thing8 more than they do now. The Tripartite 
operations are between Treasury and Treasury, and not 
between Central Bank and Central Bank, Juat ao that, 
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right or wrong, the Government can carry out i te policy. 
The Bank ot International Settlemente at Baele thought 
that they were going to be dictator tor Europe on rinan­
oial matters and they are not. I am eympathetio to 
your problem. It I might make a euggeetion, I think 
that that problem is not ae pressing ae poaaibly some 
ot the other ones. You have immediate things that 
you want to take oare ot, and t hie Government would like 
to aeeiet you. Have aome ot theee thinge done t1rat 
and the Central Bank lett tor the laet, it thatia agree­
able to you. I want you to know that per sonally I ap­
preciate very 11111ch what you are talking about and how you 
are hand1oapped. 

I do not know whet her t he State Department hae 
told you , but it they have not I want to tell you myself. 
It wae decided it wae ooneidered more advantageoua, more 
teaeible, more praoticable, that th1e credit tor foreign 
exchange ehould be made through the Export-Import Bank 
and not through the Stabili~&tion Fund. Therefore, &I 
the Export-Import Bank is controlled by Mr. Jones, it ie 
hie reeponaib1lity and I think that the State Department 
should and will arrange tor you to see him because he 
hae to decide. 

llr.Afanha: How can that work through the Export­
IJ11Port Baillt 

HM.Jr: I will let Dr. Fe1e explain that . 

Dr. Fe1e: It 1e difficult t or me to apeak pre­
oieely in the absenoe ot knowing bow Mr. Jones ' mind 
ie running. But it oould run, I bell eve, along very 
1111ch the same linea that were discuued in the prel1JD­
i nary meeting on the eubject. 

~· Ar&nha: How oan Export-Import buy our 
m1lreh 

(At this point, Mr. Lochhead wanted to explain, 
but t he Secretary interrupted him, ae tollowa. l 

HM . Jr: I think 1t 1e up to Dr. J'eh to explain 
thh. 

Dr. l'eie: Exoept that ftV explanations IIIU&t be 

--~ 
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conJectural, beoauee I baYe not talked with Mr. Jonee , 
but the 8anlt could 'bl17 the notu ot the Bradl1an 
Oo•ernment, tor one thing. It could, I think, go 
ahead and buy the milreie, ei~l7 holding thoee to 
be paid ott, or it oould work out eose aore direct 
arrangement by which the dollar tundft proYided b7 
the Bank were paid out to the people whoa you wanted 
to P&7 ott exchange indebtedn•••· I belieYe the 
Bank could handle it in &nJ ot thou three wa7•• 

Mr. Ara~: I oon1'eae I cannot ue how. The 
onl)' w'f th&t F7 can do ie Juet the eame wa7 tbe7 
did before, 'bllt I oonteee we will not do that. That 
wae t o giYe notes to be d1eoounted b7 t h e Kxport.-IJIP()rt. 
But we will not do that another u... We preferred t o 
etop and allow that to clear b7 1teelt. I will be 
nry glad 1t 7011 will tell that to Mr. Jonee. The 
eame thing we will not do an:r more . That ooet ' ue a 
great deal ot money a nd we will not do it again. •• 
will try t o do that by oureel•••· It ie the onl7 
eolution we h&Ye. 

Dr. Fe1t: It I underetand ... 
Mr. ~~ You ban te ,000,000 there. You 

baYe in the ot Brazil thie a mount, to be paid in 
:!0 da;re, tor which we ba•• no coYer. Our idea wae to 
PA1 that te,ooo,ooo and clear all t he onrdratte we sa•• to )'our people. ~bat 18 Juet t o start tree ex-
change wi t bout haYi~ P'f .. Dte t o make and Juet re­
oe1Ying the tree exchange t o taYor in t h e beg1nni~ 
all the dratte. Tbe deeire t o help the exchange 
petition ,.., a reasonable thing to worlt , but it we 
do that and at the , .. , time tree exchange that will 
not work. I will not adrtu a:r OoYerDIIent to do that. 

pr. Feie: I do not underetand. 

Mr. ~: In baYing equalization tund or 
eo111thing lethat, we ban a margin. All my et­
t ort here ie Juet to eetabl ieh a corporation and 
aeeooiation, it poeeible, to help ue in Brazil to 
work more and more with the United 8tatee and the 
onl)' way ie to eetablieh a margin to our ooaneroe. 
What Mr. Catte17 called wae an onrdratt margin , 
which we do not haYe in Oer•111 beoauee we are oo• 
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r.neated and we do not have with the United States. 
• want to create t hat to r egulate thie poeition 

which h in arreara up to ll8 ,000 , 000. It thh 
poeition we have t6,000, 000 to pay that meana we 
gave t or ilO,OOO ,OOO the drat'ta and theee drat'te we 
gave aleo i n our favor t o be paid in two or three 
months . The moment we will create this ma~in we 
will pay everything , but we wil l have thie $10,000,000 
oom1ng to ue Juet t o avoid the m1lreie going down. 

' 

We would have $10,000 , 000 which would be tree to uee 
tor all no tee or balance in m1lreie, avoiding th1nge 
that will burt us. 

Dr. Feie: There are three notee. You have 
in mind, it' th1nge were favorable, t'iret to P4¥ 

ott at once a certain group ot' exchange indebtedneee 
that you eay is about 16 , 000,000. 

Mr. Aranha: That ia correct . 
waiting 30 days. 

People who are 

Dr. Feia: Then t here are certain others with 
deterred indebtedness. You want to get that out of 
the way, but you want to get i t out on a schedule. 
You do not want to handle that rigidly. 

Mr. Aranha: We gave the dratte to t heae. They 
have oontraot ot' exchange. We gave to them a oontraot 
or a draf t and we are giving t o them at the eame time 
we are eelling our drafts eending it to the Bank, Juat 
t heee whiob covered bJ theee overdrat'te we have to re­
ceive. lhen we receive one a man who sold oot't'ee to 
t he United States and sold to the Bank or Brazil a 
draft ot' 4 monthe or 9 months we take all we have here 
at the eame time. To be paid there are t 1o, ooo,ooo. 
It we will pay here in America againet the credit to 
be furnished by you all theee people , we will have thie 
110, 000,000. We will receive and Just operate with 
them. This will help us to balance in t he first month 
theee milreie. 

Previously I made an agreement with your National 
Trade Aeaooiation and it waa Juat that. Bank ot Brazil 
gave notee to t he exporter• who had blocked money in 
Brazil and they went to Export-Import Bank and discounted 
there and we are paying every day. That will be worse 
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tor our exporters than we haY& now. I cannot see 
how Export-IIIIJ)ort Bank oan do anyth.1ng ueetul 1n th.1a 
Mtter. 

Dr. Fe1a: You want another t1o,ooo,ooo. That 
would aerve to keep you 1n tunda eo aa to pay ott 
then maturing exchange oontraote. That would be t he 
uoond thing. The thi.rd thing you have in 1111nd h 
more clearing ot a regular overdratt nature. i do not 
know whether you want that ae a permanent arrangement, 
extendable or not. The only narg.1n that would be lett 
to you to protect four exchange rate• or exchange 1.1a­
b.111tiee would be U,OOO,OOO. That 1e all that would 
be lett under an)' arrangement. 

~· Aranha: 1fe wUl uu what we 4.1acuaaed here 
to payerioana. 1fe Just had ~~arg1n ot t20,000,000 
but we will uae $1,,000,000 or fl6,000,000 and then atop. 
1fe would Juat uae 1n paying what we gave to thea. 

Dr. Fe1a: Then I would aay you have no overdratt 
privilege. 

Kr. Aranha: That will create -- ~ Engl1ah ia 
bad. Give me paper. I want to write tigurea. From 
th1a fl6fooo ,ooo, te,ooo,ooo we have n9 money to cover 
that. t we had, we would give them t 6,000,000. But 
tor t lO,OOO,OOO we gave, when we gave to thea we had 
torw~rd oover in the Un.ited Statea. 

It we w1il Juat have money and pay $16,000,000 
what will happenT Juat we will have onl)' to pay 
16,000,000 arid the $10,000,000 we w.1ll reoe1ve on the 
Hill& date th1e dratt that we pay. And we oould uae 
$10,000,000 tor balances. It not , we oan uae 'hat 
money to aend here and the equal.1zat1on will tranater 
to that and build up thi.e aoeount to operate and help 
balance th1nga. 1f1th lxport-Import Bank, I do not 
know how. 

Dr. ~1a: The anal)'ala h txaotly the aaJDe. You 
w1ll have w le 7ou are paJ1ng up•tl6,ooo,ooo 7ou will 
h&ve aoorued t1o,ooo,ooo. Thoae are your• to uae, to 
uae aa you ohooae. It you want to uee tlO,OOO,OOO aa 
a atart ot a continuation tund, you oan do eo. 

Kr. .lranha: But we wUl not uee under Bank that 

. ~--· 
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has operated. That ie wh7 we want t o create Central 
Sank. Until we have that, that will be in many 
banks. I do net think that the c redit will help 
Bra~il . That will be a new handicap. Better to 
leave t heae blockades there and forget them until 
we will be able to do something. 

11 

Dr. Feia: Under the arra~ement with ua . .. 

Kr. Ara"¥1: We cannot tree exchange under Export-
Import Bank. you decide on that and it is impoe-
aible to do it another wayf the queation is ended. 
Your time is valuable and do not want to take up too 
nuoh or it. We want to tree exchange. That 1a the 
constructi ve thing to do in Brazil. I fought tor that 
tor a long t1111e. Just to tree people who have arrear• 
now, that is not a matter that would Justify. 

(At about thia point, Ambaaeador Cattery fin­
ished reading hie newapaper and lett to keep an appoint ­
ment with a Senator.) 

Dr. Fei~ You had some oonoept1on in your mind, 
eome relatione p and pl an tor the execution or which 
you were going to secure $2o ,oqo,ooo. 

K~ . Arl!nh~ We do not want '20 ,ooo ,ooo. We 
want to rea exc nge. That ia wha t we have in m1rd. 
That will help our relations a nd will help Brazil. 

Dr. Feia: I honestly do think that we under­
stand the purpose you have i n mind. You had a plan 
in mind. It you can work out t hat plan as you had 
it in mind and eetabliahip relationships tor you, I 
assume that it ia a matter or indifference to you ae 
tar as this transaction goee as long ae runda are 
provided by the Export-ImPOrt Bank or the Stabili~at1 on 
Fund. That ia all that is the question. 

llr. Aranh&: I know the Export-Import Sank. I 
know ita laws. And I know that you cannot do anything 
against these lawt. 

Dr. Feit: Your plan has i n mind aome exchange 
relat i onship between the Brazilian Treasury or the 
Bank or Brazil or a new Central Bank and the American 
Treasury . Any tucb monetary relationships the Secre­
tary ottha Treasury is ready to diecuea in connection 

• 
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with the Central Bank. The onl7 point that ia being 
raieed 1e the source of t he tund that 111gnt be prodded. 
No one ia tryi ng to euggwat that you ehould give us the 
euentiall of tlB plan you han in mind. I think you 
are preJudging the nature of any arrangement with the 
Export-lmport Bank. 

¥5· Ar-e: If you han a bill ohangin!I the 
Export- i.Port~k law, that ie different . I remember 
when we d1aouaaed th1a before, we had a problem to con­
vince Mr. Jones. 

HM.Jr: Mr •. Mlniater, I want to be sure that you 
underetood the change that had taken place, and I think 
that t he eooner the State Department arranges for you to 
eee Mr. Jones, the better. 

Mr. Aranlla: 1lhy should I eee Mr. Jonee Just to 
etart a new conversation. I oonfeae I prefer not to 
consider. Juet forget that, beoAuae I do not know how 
that will build aometh1ng. 

Dr. ~1a: I would not urge you to see Mr. ~ones 
or not . T t will be your own deoiaion. I still do 
not think you understand our minds. When I talk about 
arrangements with the Export-Import Bank on this thing, 
I am talking of what would be merely one element in all 
the arrangements that might be worked out with you. 
Not that I am precluding the idea thlt other monetary 
arrangements of the type you say you are desiroue of 
building up could be dieoueeed oontinuouely with the 
Treaeury. l(y rellllrka are not intended to apply to 
the whole range of potent1alitiee diecuaeed bet ween 
ouraelvee and the Aaerican Oovernaent about monetary 
arrangement•• Theae arrangements havi~ to do with 
monetary and exchange affaire could continue Juet a e 
you contemplated. The onl7 point in queetion would 
be that th11 particular little item in the tranaaotion 
might oome from the Bank. 

Mr. Aranha: The poesibility of buying here through 
the Export-I mport Bank, I cannot underetand. 

Dr. Feis : I f i t ie agreeable to you, we ought 
to d1eouee between the Secretary of the Treasury ••• 

HM,Jr: I think we ought to dieouee it before 
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the Seoretar7 or State. He ehould e1t 1n on thia 
d1eouas1on. I think he ought to be brought up to 
date . Mr . Hull ought to be brought 1nto th1a pic­
ture. I think it 1a very important . 

Mr. Aranha: lfhat I want to make clear ie that 
we w1ll be very glad to eatabliah a corporation alao 
an aaaoo1ation which we could do ao.ething to clear 
theae poa1t1ona and problems. I am not aay1ng that 
the Export-Import Ba.nk will do something wrong, but 
I do not know how they oan work the way we want. Ire 
do not want to make a loan. I have not that 1n mind. 
Ire want to eatabliah a corporat1 on 1! that 1e poeeible. 
I! the Export-Import Bank e&n t~ ua that 1t we bought 
1n the United States some apeo1al merchandhe 1t theJ 
w1ll give ua delay or payment. It that is impossible 
then 1 t ia all right. Ire do not want to trouble you. 
I did not come here Just to create problema, but to 
study the problema we have. 

Dr. Fei!: There ia no one more desirous that 
the Brazilianovernment should eatabl1ah !ru1t!ul and 
permanent monetary relations with the United States than 
! . No one 1a more tully oonvlnoed that 1t can be done . 
The only question that baa arleen at all 1a whether 
one particular element in the general relationahip 
ot what every dollar might be uaed ! or to pay ott deterred 
indebtedneu should be provided by the Export-Import Bank 
or aome other agency. There ia no other question 
that . .. 

Mr. Aranha: That 1e not the queetion. Just 
to create eomething to operate commerce. I a• sure 
we w1ll have in 3 or 4 monthe tl9,000,000 here. Theae 
other kinde or ways or liquidating will further deatro1 
what we want to build. 

Dr. Feia: I can agree and alnee the queat1on 
ot the Stat e Department'• poaition haa presented itael!, 
reel oon!1dent 1n saying that t he State Department will 
throw all 1ta weight behind euch a relationship. 

~Jr: Do you think that the Export- Import Bank 
can do t t1 

Dr. Fe1a: No, 1t cannot, nor ahould 1t undertake 
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1t. It ehould be done by eome branoh of the Treaeury. 

HM.Jr: I oannot follow you. You eay that the 
E~ort-Import Bank cannot u~dertake 1t. 

Dr. Fe1e: The Export-Import Bank cannot under­
take a permanent relationahip. 

HM.Jr: Ia there any ot her akenoy that has the 
power? 

Dr. Feie: It any agency it ie the Treasury. 

HM.Jr: I am aaking you , h there any other agenoyT 

Dr. Feia: Yea. The Treaeu£1. I am being fair 
to eYerybodY • The only queetion I ra1ee, ae tar ae 
thie eoheme of arrangelllente we a re t£J1ng to work out , 
inTolvee an adTanoe that ehould be made by the E7port­
IIIJ)Ort Bank. 

HM,Jr: I am •ery sorry. All I am trying to do 
I t hink eTerybody in the Adminietration wants to be help­
fUl . 

Mr . Aranha: They have b11n and are now in clear­
ing Juet now. 

IDI.Jr: But the i iiiPortant faot I wanted to bring 
to your attention .yeelt --I don't know whether any­
body elle ha4 111ntioned i t -- wae that there had been 
a ohange a nd the Adminhtration eeemed to think that 
thie foreign exchange e1tuation ehould be handled by 
the Export-I!IIport Bank rather than through the Stabil­
ization Fund and I wanted you to know that. 

Mr. Aranha: Yee. 

Hft .Jr: Now, everybodY wante to help, but I think 
alwaye e eaeieet way to help il to keep each other 
informed aa t o progress. 

!r. Aranha: Yea. 
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Hll,Jr: And I d1dn 1 t want to be negligent in 
keeping,,,. 

Mr. Aranha: I thank you very much for that . 
I will be very glad if something we oan do through 
Export-Import Bank, but just bea&uae I know that and 
I agree with ~. Feis we have no way to do that 1n 
the way we think would be helpful and I reali~e now 
that the Treasury Department aleo cannot do, I will 
just wait f or what t he State Department oan tell me. 

Dr. Feis: "r. Ambassador, you should under­
stand that this subject has never been discussed with 
lolr, Hull in any particular; that the only discussion 
that has taken place has involved me ae an 1nd1vidual 
technician in a judgment that one part i cular item of 
t hl.e whole program of financial cooperation was more 
naturally done through the Export-Import Bank than 
through any other available way. That was the only 
point disoussed. That the disposition to find a com­
plete way of working out any exchange and monetary 
relationships that you want could not be clearer or 
stronger than it io at tho present time. That there 
was no poso1ble thought of weakening or lessoning or 
daparting from the ideas that had been discussed with 
you. Merely a minor practical detail of how one par­
ticular item in the transaction should be managed. 
That was the whole of the d1souaaion. It involved 
solely I!IY&elf. It in no way involved l.lr. Hull and 
in that sense was in no way a State Department posi• 
tion. That's all I oan say, but please understand 
that that 1e all there is to it. · 

llr. A.ranha: I thank you very much. I am very 
eatlefied wit.h what I talk here, beoauae now I can Just 
reali~e that the possib1litiea of doing through the 
Treasury do not exist. And through the Export-Import 
Bank, until I know something new about the Export­
Import Bank, the possibilities have to be like we bad 
before . But I would be very glad that what I have 1n 
mind, and I think 1e sound, ie possible. I will hear 
trom • •• • 

Dr. Feio: 
the Treasury oan 
Treasury 1a here 

I do not 
or cannot 
and if he 

know, llr. Mi nister, 
do. The Secretary 
ohooae• to give you 

what 
of the 
eo me 
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i nd1caticn of that ••••• 

Hll.}r: I beg your pardon, Mr. Feh I I ban 

tried to our daya. I have given th~ Aabaaaador 
every indication of what we can do, eo there ia no 
i ndicat i on of chooaing. I have done it . I have 
t old the Aabaaaador what we can or cannot do, eo it 
i an1 t a queation of mJ telling him. 

~: On th1e one particular qu .. t1on of 
Expert-~, I ehall be very glad in eo tar ae 
I can, which ia not very great , t o arrange t or die­
oueaion with you. 

Kr. Aranha: Thank you. 

Dr. Fe1e: But I want to eay again, finally, 
that I eolely am i nvolved. The State Department ia 
not involved. Mr. Hull knowe nothing of th1e course 
ot d1ecueeion whatsoever. He hae been ill an4 I 
would not want you, for an inetant, to think tbat thia 
18 aey indication of 0\1" general policy V'1a· a-v1e your 
country and that I would regret completely. 

llr. Aranb&: Good-bye. 

HII.Jr: I will eee you again. 

(At t his point , all left the Secretary ' s otf1oe 
with t he excepti on of the Treasury group, who remained 
f or the following general d1scuaeion. ) 

Dr. lbite: It' a t11118 we had a break. 

llra.~t;: I never heard auoh a performance i n 
mJ lite! elous showing tor the State Depart ment!. 

HII.Jr: .t.bout time Mr. Hull 414 know! 

llr. Fole:r: Some &JD&Zing atatementa he made. 

HII .Jr: I saw the Prae14ent w1 th Welle 1 

and at that meeting the Preeident ea1d "!hat'• 
want -- EJrport I IIJ)ort•. Aranha know• tbia. 

'lednead&y 
what I 
!hat'. 
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Wedneada.y and here it 1e Friday morning and nobo4¥ 
from the State Departaent has t old t he Ml.nieter. 

And Cattery 1a so buey readingbis paper. And 
be baa to go out in the middle ot the conference; be 
walks out on me. He haa an appointment with Senator 
Overton. lrhat 1 e he here t ort 

Mr. Hull ia ao busy he can't attend to any 
details. Mr. Welles is eo busy, be can't . Mr. 
Cattery baa to read hie newepaper and Mr. Fete doea 
t hia. And thie happens on Wedneeday and trom Wed­
neaday to Friday they don't tell t his fellow. 

Mra. ~lot,: It' a very obvious they don't want 
to do anything. 

HM Jr: lrhati wanted -- I wanted Mr. Aranha to 
know t~wae hie friend; that I waa trying to do 
everything I could and I had reached an impasse. 

Mr. FQ~ey: He understands that. He wants to 
stay here.e doesn't want to go over to Jesse Jonee 
and Warren Pierson. 

HM.Jr: And it Mr. Fe1a thinks be 1 e goi~ to 
get treah around here! ' I have stood hie impertinence 
long enough. 

Mr . FoleY: He got what he was asking t or. 

HMtlr: He got 1t and g• t plenty. And I am 
siok an ed ot being insulted by these State Depart-
ment people. I aa aiok and tired. 

MA. FQlex: Cattery did not walk ou t on you. 
he walke out on Feia. 

HMiJr: In t he middle ot the conference, CatterY 
walked ou I a.a not going to call Wellee. Let him 
call me. It I call him it looke aa it I were at fault. 
It never pays to lie. Welles was preeent . I am con­
vinced aa anything tnat Welles te lephoned the President 
before I came beoauae t he President couldn ' t have in- • 
formati on Juat like this (makes motion of anapp1ng f1_ngere~ 
He never read f11Y statement . Unheaitat1ngly ·he aa1d, 
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1Do thia thing Export-I~rt bank. 1 Theee people , 
they want to do it their way. 0. 1 . They have 
got it. And I turned t o Cat te ry and I aaid , 1 1 want 
you t o liaten to thia thing. I want you to know why 
thia Aranha conference ia going t o be a failure, • and 
with that he walka out in the middle or it;wi thout 
saying a word he walka out on me. I woul d like t o 
eee somebody go into Mr. HulXa office and do it -- read 
a newapaper. 

Dr. White: I reel good after this conference . 

Mr. FoleY: ·cattery ia woefully inadequate. 

Mr•· l lo·;z: I a11 aehaaed we have to waah our 
linen in front or anothe r country. 

HM .Jr: Mrs. llotz, we have to do it in tai:rneas 
to thie man. Are you going to keep this man another 
two weeke. The Secretary or State ie not sick. He 
can see this man. He waen1 t aick when he got here. 
He takes no intere st in t his thi ng. Who ie Mr. !lull 
anyway tha t he can't interest h i ms elf. Moat outrageous 
s tatement that Yr. Feie made, tha t Mr. Hull knows nothing 
about it. 

Kr. Foley: And that it wa a hie pereonai matter. 

~fylhite: Whethe r tor good or ill, they have 
practic forced in their handa a Stabi lization loan. 

HM,Jr: I won't make a Stabilization loan. 

Dr. White: They put themeelvee in t hat position. 

HM.Jr: Mter IllY experience on the Hill, I 
wouldn't make a Stabili za tion loan. 

Dr. White: Then they have ruined this ID1eeion. 
Not only that, they have got them so eore ••.. 

HM,Jr: This fellow must have bean in Welles ' 
otrioe yesterday. Why don ' t they tell t hem that the 
thing 1e changed? All he had t o ao waa tell them. 
Wellea haa known aince Wedneeday afternoon. The Preei­
dent told Welles Wedneeday to oall up Jeaaa and get bill 
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buay. I asked Welles had he called up Jesse and he 
had not . And I tell you I can take inault just so 
long to t he offi ce of t he Secretary of t he Treasury 
and I have been double-cros sed and sold down t he river 
and I am not going to take it and I am not going to 
let Mr. Arana t h i nk t hat I a m t he fellow who stopped it. 

Mr. Foley: He knew all the way through. He's 
pretty cute . 

Kre. Klotz: He seneed it i mmediately. 

Dr. 1fh1te: I think to keep the Treasury slate 
olean I think I would reopen the Cent ral Bank discussion. 

r·ir: This phone 18 going to ring in a m.l.nute --
Sumner e -- and I am going to say "If you want to 
talk to me about this, come over and see me. I am not 
going to d1ecuss it on the phone.• And, believe mef I 
am i n no frame of mind to be monkeyed with today. 
hL\ve eat here tor four days and been i nsul t ed and I am 
ted up on it. Incidentally, you t hree people have 
orders not to be in here Saturday, And I am sorry to 
call down Wr. Fete, but when Fete tried t o throw it 
back in my lap ••• • • 

Kr . Foley: Don't apologi~e. 
t hing I have seen happen yet . 

It's the beat 

HK.J r: Feis has sat here -- he has done every­
tll1ng he oould to insult me. 

Mr· Foley: I am t or a New Deal in the State 
Department. 

HKdJr: Let the great Kr. Hull, the g reat South 
American ood Neighbor thing, let hi m go to work! 

Dr. White: That's hie job. I was tickled t o 
death when you said •Let Mr. Fe1s explain it.• 

Mr. Lochhead: This whole pi ct ure , when it went 
through t he State Department to invite the m up, why 
didn't t hey say they d id not want the Treasury t o s peak 
t o t hem? You invited him through the State Dep~tment. 
There was the whole point. 

! 9 
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r ·ir Did we, in our Hmorandua, ·~ anyth.l.ng 
about t abllhation l'und; that thh loan would be 

made through .Stab~lization: In the preliainaryt Be­

tore Aranha oaaoe up, wae anything e&1d to tbe State De­

partment? 

Mr. Lochhead: llot betore be came up. 

to come up on general d1eauae1on. 
He ••• 

HK,J[: I can be 1neulted Just eo long and I 

have at he impertinence or theee people and I waen1t 

going to let Aranha go baok to South America and aay 

Kr. Korgenth&u did it and don't rorget he1 e hand in 

glove with Mr. Pierson and let h1a do a little tallting. 

Great triende or hie. Had lunob with him on Sunday 

and they ran th1a great etory about Aranha. I am not 

going to be the goat any longer. I a.a thr-ough. I 

am a1ok and tired or being the goat around th1e town 

tor other people' a m1atakee. I am Juet aiok and tired 

or it. I aa not going to do it any more . 

oOo-oOo 
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reply refer to 

lily dear 111r, Secretary: 

DEPARTMENT OF STATE 

WASHINGTON 

Apropoa of the tentati•e diacueaion held yesterday 

with Foreign lllinister Aranba of Bra&il in regard to poe­

aible American aaaiatance or participation 1D a plan tor 

the dnelopaent of Bra&111an reaourcee-parUcularly iron 

ore reeourcee--I am sure you will be interested in the 

attached memorandum of con•ereation between an officer 

ot this Department and repreeentati•ee of the company 

controlling the Itabira Iron Ore Company, the de•elop­

ment of whoae projects eeeme to be the •ery center of 

the Brazilian Gc•ernment 1 e plane. 

These gentlemen left a !oraidable • olume describing 

1D detail the Itabira enterprtee. f b18 detailed study 

ie in the banda of lllr. Veatch of t bis Department , who 

will be glad to make it a•ailable it you care to eee it, 

The Honorable 

Henry lllorgentbau, Jr. , 

Secretary of the freaeury. 

fbeee 
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fheee leDtle..m are at preeent ataJinl at the 

lardii&D Parlr. Hotel 1D 1ruh1ne'on and woul.d no do~ be 

11ad of the opportunttr of t allr.1DI with rou it you ao 

deaire. 

lll.oloaure1 

lleaorandua ot 
OODYtll'aatiOD. 

81noerelr youra, 

-·~'~ 
Berbert Fela 

AdY1aer on International 
Kconoa1o Atta1ra 

·~:!lr.: l 
1 n nJoq~ l ,~a.,1' 

erro-~3· I 
w~t->!<l 

r! ·-1 ~po_J!_j 
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w~r : Hello. 

Operator : ~e . Kl otz just came i n. 

H!'Jr : Thank you. 

0 : I have Ur. Jones . 

Hl!Jr : ThP ... "l k y:>u. 

:l : Qo P.head. 

~r: Hello . 
.reese 
J one s : Hell~ , ~enry . 

H::Jr: i!ow ere you 1 

•• " . 

~::Jr : 

J : 

H:~r : 

J : 

l!!:Jr : 

Pret ty good. l!ol': ere you~ 

I fc "'l very good . 

Vlher e a r e you? 

I ' m e t ~ office. 

Thf't ' s good. 

':~!>ere are you ? 

February 2;5, 1939. 35 
9:00 a . c . 

J : I ' m just leaving~ home -- ' ·~ving ho~c. 

J : 

!fJJr: 

J : 

H!!Jr : 

J : 

H:.!Jr : 

J esse, how er e things comine along Ti th ~ friend 
Ar"nha? 

?rett,y ':!el l. . !'d ll.."'te t o come by t his corning and 
talk w!t·h you. 

Good ! flhat tiDe? 

'.?ell, as soon es I could. 

'1/cll , I tell you, ne have eta1'f' from nine- thirty 
ton, eo l'ither before or aft er. Which \'Tould you 

I think it -- well, it starts at nine --

Nine-thirty. 
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J: 

HL!Jr: 

J : 

>;J!Jr: 

J: 

'll~r: 

J: 

- 2-
36 

lllne-t.hlrt~ t? ten. Well , I tell you, I •m golng to 
aee y?u. I ' ve got to see Senator WeGner betore I leave 
the hotel. 

Yeah. 

I·,,., golng up t.o h1s r oom now. 

Yeah. 

And I ' d het. t er ~~e 1t. ten. 

Ten o'clock. 

4.11 rlght. 

Fine. 
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Preeent: 

Mr. Lochhead 
Mr. Foley 
Dr. 11h1te 
lir. Bernstein 
lire . ltlotz 

February 23, 1939 

11:10 a. m. 

Hli.Jr: Thia has nothing to do with the matter 
you are here t or (Vandenberg let t er) but I wanted you 
to know. 

Jeeee Jones called on me t h1e morn i ng and we 
went over the question ot Brazil. He sai d he has had 
a number ot conferences with lir. Aranha and t hey find 
that it w111 be very difficult tor the Export-I~ort 
Bank to buy m1lreis. He said t hey have been trying to 
work out some eyetem about drafts a nd t hat Yr. Pierson 
has a classmate who is in the Foreign Department of t he 
Federal Reserve and he's talking it over with him. 

Jones said that he got the distinct i!lpreesion 
from Aranha that he would much rather have done t h1e 
business through the Stabilization Fund. He said, 
1 Why «on' t you treat me as well as you do England and 
France and let me eat a t t he first tableT 1lhy do you 
insist I eat at the second t abl e, which is Export-Importf ' 

Jones said he told Yr. Hull in sreat detail the 
way Aranha felt and that Aranho. felt he wae not being 
treated as well and that the chances ot doing it through 
Export-Import Bank were slight; t hat he, Jones, did not 
feel that the Export-Impor t Bank should be buying m1lreis. 

I t hen said t o Jones that I wae very aruc1ous that 
we do something t or Brazil and couldn't he work out a 
way whereby private banks would make t h1e a ccommodation 
to Brazil with guarantee from the R. F. C. 1n t he t or:D 
ot underwriting, and Jones said that wae exactly the 
plan that Warren Piereon and he are working on. He 
said t hat that is the moat prac tical way. 
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While we we re talking, Mr. Hull oalled up and 
aa1d that he had been ill for two weeka; that Bwlller 
Wellea wae 1llf and would I bri~ h1a up to date on 
Bru11. And ea1d that Jonee wu e1tt1ng here and 
that we would be ••rr glad to oo• o'Yer and eee bia. 
He ea1d he oould not eee ue todar. He eaid, ' Were we 
doing anrthing further in regard to helping Bra~il 
with the idee of their Central Benk? 1 and I eeid that 
we we r e reed)' to be helpful , but that I muet see Hull 
before I talked to Br~il en)' further. Hull ea1d he 
wou.ld tey to arrange for it tomorrow. 

In parting, J onee aa1d, 1Xou hann 1 t eaked rq 
edvi·oe, but I would like to gi•e it to rou. 1 Be ea1d, 
1Unleee there ie eome good reeeon to keep the Btabili~a­
tion Fund eeoret,• he aa1d, 1 I would make it publio.• 
I ea1d, 'There ie no good reason other than the law 
wh1oh •&J• that I ehou.ld report onl)' to the President, 
but i f Oo~reee wants to ohange the law and ha'Ye lll8 re­
port to Oongreaa, I will be delighted.• 

~~ Fo1tYI It doee not a&)' 1 bnl71
• 

rou aha~ report to the President. 
It e&)'e 

that 
port 

HK.Jr: 
to lll8 in 
to h1a. 

The President haa def1n1tel)' interpreted 
the lut month - - that I ehould onl)' re -

oOo- oOo 

38 
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February 24, 1939. 39 
10: 35 a.m. 

HltJr: Hello. 

'pcrator : Ur. Jones. 

'l'.:..Tr: Truonk you. 

~: Go ahead. 

r=: ~r: ~ello. 

Jene 
Jont' s : ~ello . 

i!!tJr: How are you, Jesse? 

T• .. 
J: 

..J : 

u:!Jr: 

.J: 

!: 

Hl!Jr: 

J: 

J: 

JJHJr : 

All right, Henry. qow are you? 

Fine. 

~ell , I see Y'U hit ~he bull'e eye. 

':'h" t'e •:hat I ,.as -- though~ tllr once. 

That ' s A peach • 

Whl't? 

ThaL's c -- that ' s good. That was a peach. 

The boys seemed to li£e 1L. I Juet k i nd o f did it --

Oh, yes. 

I mean, I hl'd no prepared notes or e~thir.g. 

You had -- well , ! thought 1t wae excl'llent. !!"VI' a 
S)Od effect . 

! -- r:ell, we -- Jesse , ... e ' 'lt' J ust got to get theee 
fellows to thinking P.bout making oo~e money i nst ead 
about thinking that everything 1G wrong. 

Yeah, and you've got t o get ~he: tb1nk1n~ thP.t some­
body 16 ~ot going to Jab thee 1n the ribs every ti~e 
they turn I\ round. 

You ' re rlgbt. 

See whet I mean? 

You're r1e;ht. 
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J : 

~!!Jr : 

J : 

~~Jr : 

J : 

J : 

".!: Jr : 

. . 
" . 
;: .Jr: 

J : 

J : 

U>~Jr : 

J : 

J : 

J: 

u::Jr : 

J : 

ii! .sr : 

J : 

:.>;:Jr : 

J : 

- 2 -

Th• t' s th~ th1r.g t h • t. --

You'rP r !e_ht. 

G~~ . the ~orl~ o~ndlt 1one ar e bP~ enough. 

Tht• t ' c r 1g...,t . 

40 

''I• ought to e.t lt>~tst be g etune al:>ns pretty wel1 " t 
hoce . 

1're1l , I - -

! ~e rere tb1n~in£ 

~~\1 , ! ~~qnt ~very ~~rd I eal d. 

! ~~1n~ lt ' t excPllen~ . 

! apprt>clat.e -- <-'lmlnc; .,nrt \euler!;,- ~roe y~·~ . 

I soy , I ;~.;:prec1•t.e lt oomlnt. ~ r>.t'ticul~<rl;: f r oo you. 

I ){JlOW i t ' s-- I l<n""' •.t ' e 300d . '"ell , ! ' c gl.od l t 
was done t oday . - - ! ~con yen terdPy . 

(~terl Oh , J•seP, Jete~ . 

~h , Jer£c, Jes se . 

V'ell --

1101" --

Go ahead. 

l'u 11 c~<lled me 11 wh1l~ ago . 

Oh , 111<1 be7 

And be dl~'l' t oee ~nJ ~nrtlcul~<r ? ur?Qse 1n our meet­

lnt;. 
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J: 

Hl'Jr: 

J: 

J : 

J : 

~:Jr: 

J: 

H:wr: 

J : 

H.:!Jr: 

J : 

J : 

'illJr: 

J : 

Hl!Jr: 

J: 

!!!'Jr: 

- 3 -

That he wae still at home &nd not awtull7 well. He'd 
be gl8d to -- he didn ' t teel like he ~• well enough 
to go t o your ott1co or m1ne, and I gu Pse he's eo 
polite he didn't want to aar. .u a t.o oome to eee him. 
He enid he ~·e nature>ly in accord with anything we 
could work out, and I told him all right, th~t I would 
talk with you, and if when -- when our minds met then 
we ~ould clea r with him. !on't thet the beet way to 
do 1t? 

That ' s al! right with me , but ! don 't see -- you see 

Whllt 1 e t hat? 

"fhen .,e tiret s tarted --

Yeah. 

s~~er ~el\ee and I ae~ed to eee t he ~resident, see! 

Yeah. 

I don '.t think I told you thio. 

YA!Ih . 

And the ?resident sai d ~nyth~ng that Welles and I 
agr eed on w~uld be all right. 

Yee.h . 

Well, t hen we went a long tor ~?ur or five dPye, and 
then this question came up . 

Yesh. 

l!o-, you and I didn ' t invite these ,eople .. here. 

!~o. 

And I don't-- tl.~lese !!u>.l i~ really s ick, I'd like to 
ei t do~ and find out what he ' c got in mind. 

We l l , now let'£ do this, Henry. 

Go ahead. 

Ae a matter -- ae a matter ot ~r?cedure. I had in m1nd 
t hat we'd see him. 

Right. 
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J : 

J : 

" 'Jr: 

J: 

"· .Jr: 

:.:.::r: 

:.:::.rr: 

:.: :Jr : 

J : 

~::.:r : 

- 4- 42 

Buv th~t r.hen -e h~d n -- p aort of • ~lAn r~rmulated. 

~11 right then, have you got eome t hlne in mind? 

"'~11 , I'o trying t o work ''It onl'. 

Ul right . 

And I had a t~lk l ast night wi th Arr-~~a . I met hio nt 
a dinner. 

Ycc.'l . 

An~ cornere~ hie &nd ~e hP~ 
, 1sc,.: ss1ons f'nt= : t=1nk we cPn 
ls to f~roul?te sooet h lng th~t 
0'-!Ch . 

o~. n h~lf hour or eo of 
-- wJ-.:..-t ! ' o t.r;: tne: to !~ 
nob,Ay could ?ick a t 

: cce. 

~d ! ' o r~rk1ns on it thie o~rnlng , end if I cny ! ' 11 
csll you~~ "'on ~s ! ' v P £Ot the suscestion rorked out. 

... 
~11 right, I ' ll ~~ 11 you . 

Y~u g ive me • l it tl11 notice. 

H 1 r l.g!lt., ! ' 11 gl. ve yQu. 

':1:: nt you . 
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r•tmaen n , lft259 

Jesse Jones called ae up at one o'clock last 
Saturday and asked me whether I thought it was important 
and O.K. for him to advance 15 or 16 million dollars to 
Brazi.l f or foreign exchange purposes. I told him that I 
thought it was important and I reco•end that be do it. 

Be then asked me whether I bad any objection 
to hi.s getting in touch with George Harrison and asking 
him to come down to see Aranba and try to unsell Aranba 
on the idea of forming a Central Bank 1n Brazil. I said 
I bad no objections. 
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Hli.Tr: Hello. 

February 27, lQ3Q. 
la: lQ p.a. 
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Operat or: llr. Peareon. Go ahead . 

HUJr : 
Warren 
Pt ereon: 

lf..!Jr: 

P: 

HUJr: 

P: 

II!.IJr : 

P: 

HUJr: 

P: 

f!MJr: 

P: 

HW'r : 

P: 

IWJr: 

P: 

HIIJr: 

Hello. 

Good aornill6, llr. Secretary. 

How are you? 

Fine , thank you. I Juet wanted to tell you that I 'm 
at your aervioe in oonneotion with &n1 or t hie 
Brazilian atutr. Now that llr. Jonee ia gone I-- we'•• 
been working on a letter 1DYol•1116 the aooept anoe 
oredite 

Uh-huh. 

And 1! you are lntereated or the Treasury ls 
interested -- I 'd be glad to oome OYer and talk about 
it. 

Well, we ' re Yery auoh i nterested and I t old Ur. Jones 
t hat it you woul d keep Ur. Archie Lochhead --

Oh, yes. 

Up-to-date . 

He mentioned that to me. 

I would a ppreciate lt. 

.. 

I -- the other t h ill6 I wanted t o aek you, llr. Secret ary, 
particularly le whether he would take Wayne'• place on 
the board. 

I think eo. I mean, I want t~ walt until t he Preeident 
comes baok, but that was my thought . 

Oh, yes. Well, i n the meantime 1! I deal wlth hlm, lt'e 
ae good aa with you. 

Yee, exaotly. 

I aee . 

Yea, I mean, he baa acoeaa to me all the time, and 1! 
you would work wi th hlm, whY I ' d appr eciate 1t. 
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P: 

RIIJr: 

P: 

H!Ur: 

P: 

RIIJr: 

P: 

RIIJr: 

P: 

HUJr: 

P: 

Hli.Jr: 

P: 

H!Ur: 

P: 
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'l'laat.'a 1'11le, ud 11' I OQ do &liT llcll: work let. M lmow. 

Well , he'll aeet. 70u halt' •87 · Whet ie the at.et.ue o1' 
t.het. - -

Well, 1t 1 a - - nothing hea happened. !be -- the •usa••­
t.1on waa made that. eo 1'ar ae the two t.h1nge llr. Aranhe 
hae 1D m11ld - the exohaD&e all4 the long t.el'lll cre4U -
that he would write ua a letter aall:1ng 1'or the -- tor 
that. and that the banlt would repl7 and approve the 
acoeptance cred1te and •&r•• to -- to go along on the 
other ae particular, epec11'1o epplloat.1one are pre­
aented. That.'• where 1t 1a now. 

Suppoa1ng I ha•e Lochhead call you? You might. br1D& 
h.ia up-to-date. 

I'd be glad to. 

How• a that.? 

P'1ne. 

And 1t eo happens t hat ~nolte ia iD town alao; that he 
oould tell h1a whet.'e goiD& on. 

Oh, 7ea, from the P'ederal Reaer.e. 

Yea. 

Yeah. All right, air. 

I'll tell Lochhead to get. 1D touch w1th 70u. 

Good enough. 

Thank 70U. 

Thanlta. 
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Febru&r)' P:7, 19:59 

Mr. Well .. called • at f1't'e a1nutee of one 
o1 olook and ea1d that he md been e1ok and wanted to 
bring himself up to date on Brazil; what wae going on , 
partioularl)' 1n regard to the Central Bank, and what 
waa thie about Harrhon oolling down to eee Aranba. 

So I told his about Jones' oon•eraat1on with 
me Saturdq and rq conversation with Sproul todq and that 
I e~haeized to Sproul that while I understood Harr1eon 
was to oome down to uneell Aranba on the Central Bank 
idea, I wanted them to remember that rq bande were untied. 
Wellea then ea1d, "Well I thought you were tor the Central 
Bank; thought it wae a good idea, • eo I eaid, 'Well , 
before I did anyth.1ng more in regard to Brazil I wanted 
to eee Kr. Bull and Mr. Wellee ae I had ne•er been treated 
the way I had been by the State Department e1noe I had 

been 8eoretary ot the Treasury Department. 
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HIIJ'r: Hello. 

February 27, lD~. 
2:24 p.a. 
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Operator: llr. Welles. Go ahead. 
Swaner 
Welles: Hello. 

!UIJ'r: 

W: 

HIIJ'r: 

W· 

RUJr: 

W: 

HliJr: 

W: 

HUJr: 

W· 

HIIJ'r: 

W: 

HliJ'r: 

W: 

HUJr: 

W: 

HUJr: 

W: 

Yea, Swaner. 

Hello, Henry. After our talk I apoke to llr. Rul.l and 
he ea1d he'd be haPP,r 1t you could arrange 1t con­
ven1ently, 1f we ooul! 11eet at three t1tteen t llllorrow 
afternoon. 

Well, now here'e -- I' ve got _, ealendar and I 've got 
aome people troa the Aaer1can Leg1on ooll1ng over and 
I postponed them !uaeda,y aorn1ng on account of I bad 
t o go on the R1ll. 

Yeah. 

To -bOut. Pershing Hall 111 Par1a to three o 1olook. 

I .... 

Now, do you euppoae llr. Hull could make 1t three 
t or ty-t1ve or t our o'clock. 

Uake 1t three torty-t1ve 1t you can, Henry. 

I can make 1t three t orty-t1ve. 

Oh, all r1gbt. Then make 1t tor three torty-t1ve t o­
aorrow afternoon. 

Three torty-t1ve at ur. Hull'• ott1ce. 

Rlgbt.. 

You'll be there. 

Yea, 1ndeed. 

I • d l1lte ve.ry muoh to b& ve you there. 

All right, Henry. 

And -- tbanlt you. 

~t.hJ.ng elee7 
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IDIJr: ••· 
W: All rl&ll\ . Good b,yo. 

HVJr : Ooo4 b,Jo. 
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p••n - ptm DUll PI''"'''" 
hr.ollalUi•• 1a llraaU '• Poli\loal 

Lites !bt1r ~ruaoe 

l.he Aqlo S.Zoa o ... el'ftr or 41pl-\ t&Ue h lUIQre\ellll, aa4 

wh1cll 1e ot ,..._, l.llporuaoe 1a al.l e..S.aftre t o ,........_ 

l.he pol1Ucal eift&Uoa at a c;i...., _, aD4 \o PJ'O&'DOe\1-\e 

f'clture \reD4a. 11 \be 1Dai1W.t10Jl of JP!rrg••' 1y. In a A&ilon 

of poae1loq G IOI.llioa 1abalo1uata, Mi\ wloor• oD17 311 or 30 

para-A\ are 11\era\a ( aD4 u •-• 1a o\loor JOaUoae) .. alta 

Uoe. !hie • .,.., 1a effeo\ , .... _... llraaU 1e a\Ul aa acrar1u 

aloou \be ••••• aD4 pall \lot e\r1locoo which -.lr:e \lot Mcll1D•17 co 

r.,.,.d. l"'lr\loo...,J'I, Wla\eftr loa \be uplaJOaUODI, \be llraaU1u 

ao 7 1\ 1e lar~ aa 0100UoJlall7--\orM 1adh1dllal who pah per iOD, 

1'aJ0117, aD4 periOJlal nlaUouiUpe aloou par \7 , pr1Do1plo , or 

aloa\rao\ OOJli1Ura\1ou. !be oDlT eff«J\1.,. approacll, \looretore, 

wloo\ber 1\ loa 1D Reiae11 , 1D Upl_, fiJluoo, or co-roe, 1o 

\o \hrow oftrboar4 ov.r oOJloapUoae \ha\ 'lou1MII 1e R11,.oo1 aa4 

\ha\ 'pr1Jlc1plo 1e lUper \haD pareoJl•, or \ha\ •par\7 OOD014ora­

U oDO .,., 1- larpr taaa pero~ 1a\oroo\o1 , aa4 t o adapt 

ovnlfte \o \he llraaU1u'• pereoJO&lh\ o1"1111oaUae. Be , ... 

pa\o pereOJlal lOJal ~ or lOJal \7 \o panoaa aloe•• tn.ta. 
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le ave .. thia MOIIIlal a larce paro.,.'-Ce ot \!Ia tau ....... 

of J.Mrioaa 41pl-Uo aa4 other .,.\erprtae in L&\111 J.Mrioa, i11 

\hia oaaa epec111oall7 111 Jlru1l , baa Ma1l dll8 to tllo. tact t.hat 

th.ta reall\7 in llrU111aA 111• baa Bot Mea appraciatecl. Sercte 

:Buarqu cle Hollancla , a wll..ao ... !r&ail1an aocioloctat, ..Joe a 

the Gll\r1cht aaaerUoa that peraoaa11- 1a per~a t llo. oal7 Yi\al 

reall\7 in t.ha aoc1al 11te of llrUU . lt 1a tor thia reaaoa, 

therafore , \hat, aa w oa.e \o a 41tC'Uit1on of c.e.rt&iA awpec\a of 

Braa1li&ll Ute , we will ct. .. l pr1ar1}J wl\h 11141Yicll>ah rather 

tbaD w1 th cr~ or parUea. lllcidentall)'. b)' the Cou t1 tolUOD 

of 1937, nch partiu aa uia\ecl, n re theoraUcall7 throW~ Gilt 

of ula\ellce, &Old efta t.houch tha7 are aUll ftmcUoatq aa 

cultural aocietiea, their leaclera are tar .oro t.portaat thaD 

tha parUu U.•elfta ~r \!lair procr-a. 

!raa1l1&1l poll Uoal Ute , 4ou of COQJ'II, ... .,. 1D 41re~ 

tiona a1a1lar t o thoae of other cOW>tr111 when ecoaoaic cono141r.., 

Uona are \al<eJ1 into aonov.nt, t.houch of oouroe 1.n cla)'a of pl&llllecl 

or aelll- plallllecl econoaiea, tllo. norM! gpeotaUona clo aot •ter1alha. 

HoweYer, 1D t hia oOillleoUOD, H moat M atatecl tbat \Mre 1a a 

clef1Jlite relat101lah.1p between tllo. world ecoaoa1c &114 pol1t1oal a1tua­

UOD , an4 the 1ntlunce of id.ooloc1oal praaiOU'II &114 pro~claa 011 

tha llrU1l1an. llllt at111 , peraonalH1aa C0111l t tor parhape ... re tbaD 

1a real1ae4. 
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Ia Yin ot \loa J"allld. elaltte 1a :1r .. 11 • o poli Uoal lite, u 

h GU'-17 lllplrtea\ to ll&n a olicb\ ill41oaUoa ot \loa ili41Yid.­

ulo or,..,.,.. wUA wboa \M 'Oal'-d. 1\a\eo 111p\ II&.,. to 6MJ. 1a 

Ule nu\ ot \loa ....nArow ot Proal._\ Yarpa w ot o- o\loar olluc­

ia \he lraliliu poli\ioal ooene. 

lret14tn~ Otlp.lio Jvcat 

!be nhkad.1Jic polUioal panooalU7 1a llraa11 tot.7 h, ot 

cooo.roo, \he Pr .. itan\, wbo ooaoq>i .. a 'IUiitu pooiUoa 1a \he Ute 

and. in \lie hh\DrJ ot llraa11. Be h \lie tiro\ -... to ll&a4 a 

ncceodlal n...,la.Uoa ..,.U.o\ an elected. llead. ot \he llraaUlu 

uaUoa AD4 \he tlro\ to .._u 1a -r tor ..,n \li&D a coaou-.. 

Uollal \eno. A oon ot tio Grand.• 4o 111.1, he iio oao ot Ule tlro\ 

chlot uaCID\1.,.o hOD a aoa-oottee o\a\e, AD4 \hlo baa 11&4 an 

illporka\ llearl.llc OR hlo aUi\Qda \oward.l la\erllal pol1Ucel at­

tain. ~ el-\1 1a hlo own 1\a\e, bowftr, !aft~ 

apiao\ h1a and. loa ll&o lleen •toroe4" \o Mad. lato aile o- ot 

hb oe tonoer boa~. OU ot \Moe ._. Qeaonl Jloroo 4a Olulll&, 

now 1a anle and. d.lclan4 ,UU7 ot \he 111INOPJII'opr1a\1oa ot 1IIDd.l 

'b7 a nou\ \rial lupirM 'b7 ftz'IU • 

Yarpo 11 a loce•d.ar7 ticUn ·-' •halt a wbole toU1ore .,.. 

poe 'P• Baaolcb .. d.io\a\or. lie 1o DO\ \loa n Uer or lllaooollai 

\Jpa. Be ..... o ~llol\7 to _._ ioo4 wUl toard.l b.l.Molt ""' u 

...., - wl\h a 1oo- uftrUol.llc _ .. ~d. 4o 1\. !bore are ao 

tu\al\io otorioo ot h1o lc1a4Moo, a'll111\7 or cciu• .. h DO\ 
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worabJ.ppM nor llat.4. Jloople are tor or ..-i.IUI\ hl.a 'loot.\ ao\ 

rlolon\17 tho one nor \he o\ller. !bJ.o 1a tlu, ill par\, to \he 

tact \he\ Tarpa c1&1• w \e all \bJ.aca w all people, \bat he 

1o COQr\OOU \0 all Who ... IIJ.a , appe&ro W &C"O with all , &104 

\o tho taot U.\ ho io \ho world1 o pol1Uc1&D a.bor 1, wbo ...,. 

cu1llotillo bJ.o :!rioDdo &Dd oo•how f.o i\ wUboll\ looinc \he~ 

trioDdobJ.p. Tarpo ll&o \he 'IUlO&DDioot al>Ui\7 w klll ott, 

•'-Phorioall7, all bJ.o opponc\o &Dd ca. 1Q' ono ho ll&o 4ropsM4 

thea 1>7 tho ..;ro1do. bro are \hcoo wbo bol1no \he\ he ..;r \ob 

&d.an\&cO ot Sr. Ar&Dha'• Tioi\ \o \ho united S\a\oo tor proclo117 

\bJ.o p~~rpooo, ao AraDha io one of bJ.o -.ill ri'lalo. 

It 1o TOrT d1ttimaH \o aooooo \lie acCOIIPli.-a U ot 

Prat1don\ '(arpa. llo ODO ltuowo who\ bJ.o oc idealo and procraa 

are , oo tho\ no fair •uv1&c ro4 ezioh. S. ll&o bpt bJ.aoolt 

ill powr &104 prown\14 onaral ro.oluUou, \ho'QC)t ooao ot \lleoe -

cooeip hu 1\ - wre poooibl7 i nopirod lo' \he Proo14an\ bJ.•olt. 

Be bl-d \he h4orol &Q.4 S\o\o lociolatureo tor bJ.o tailuroo \o 

p>.\ Jzoao1l on i\o t .. \ prior w 193'7, bolt lllnoo 1937 bJ.o rocor4 of 

acco11pl1.-11h io ao\ ac1> aoro illp'oooiw \lieD i\ wu before, &104 

non ooao of bJ.o trion4o are bocilln1&c \o cr<woUon bJ.o ab1lU7 or 

bJ.o procru, or both. bra io 110 qu.eoUOD tho\ ho had 4011o \he 

CO'IUl\rT ooao COo4 'loot.\ ill - roopeoh \lie naUOA ollpped liaclt :!roa 

whoro u • • 'IIIIa he bo- Proo141D\ ill 1930. n 1a \rue he hoot 

to 4otaa\ \he 1933 Pu.l1o\o ro.aluUon &Dd \hen •U wbJ.lo \lie 
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...,uon !o..-l.a'-4 U.. An cooa\UuUOA of 1PM, &D4 \!lao aH lv' 

1417 wb11a \~ 1ac1ala\ure ••t•4 u .. 1A 41tcutt1Jic m ch oaa4e4 

lepdaUDD. Ill\ naiU..r 'before \~ leJ!.ala\ura .. ,, nor a!Wr 

H waa abo1hbe4, baYe hie acoOIIII'lhblooAh 'beao TerJ Ulpraot1Te. 

Jlo ooo 70\ bat ac01l0a4 Proo14ant • rcaa of 'be1Ac peroonal17 

41oboAet\ &D4 Wl\U ra....,\17 H wu alle194 tba\ ~ '001>14 not 

!orJ!.ft 41obooeot7 oo t~ pert of hit nab1Dat &D4 o\hor higb 

a4e11l1ttrat1To o!ficora. 

Pr .. 14eot Varpa , ill tpHe of hi• raliaoce upon t~ waa1 tb 

croato4 'to- cortee, &D4 1A apite of tbe be1p c1Tao bia lv'-

PaDlhtaa 1A \be 1930 raTo1uUoD, baa !ollcwe4 a pol1q l.ll1JI1cal , 

oo tbe laD11a\ao cla1•, to tbe coffee iDduotr7 &D4 to tbo co!!ta 

p1&Dtors who 4oa1ute4 -uow po1H1caa !rca 1891 to 1930, 

al110t t w1 tb001t iDt errupUoA, tbaacb at tba pro teAt UM ~ bat 

all1o4 bimaol! w1 t b procholT one 'II'1Ag of \bat Tar'f U""P• ID 

&117 onnt, ~ pera4\te4 U.. t1tuat1on of coffee to beco• worse 

an4 woroa, an4 oD17 wban 1t bee&M apperent tbat hit co•ernaoDt 

would run wt of tuD4a tor Aaceto&rJ oporaunc apenaat, (cloa to 

t be co~tition of t ba co!!aa -tioDt wbo becan prodUcinc att ar 

:Srat11 .. barl<o4 OD a pr1co-t1ltiJlC t cbeM) 414 bo act, &D4 nao t o 

tba Pwliotaa 'belioTe ba 414 \hit IIOtt CJ'Udc11lcl7 aa Ollt of hit 

pet aiat 1o t o baft DO SJ'C'DP 1A :Brasil ttro~~& oDaacb \ o oppota 

bi•. Be 'bel1e1'e4 \bat oot\on, cacaa aD4 oU..r prO<IDch aigb\ 

!rae b1a !rca cottea 'bolt U..t 4&7 h a loJIC -.q ott • Jor _,. 
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u.,..,.•, oott .. will ooD\~ \o .. \be ala .,.., •the CIH'P 

of Jrull. 

! o-.Ma \be 1Jalh4 S&a\u , Proo14oD\ , ....... baa ... au1-... 

wh1oh 1a al8oo\ ao u1qu ao :bl.o plaoe 1a Jrao111ea :bl.o\oi'J . .. 

1o oDe of U.. f lro\ Jru1l1.., proo1Uilh - .,.,..1oo rr- - 1 t. 

col4 oD Jraa11-0o1\o4 B&a\oo rela\1oDo:bl.po. Bazwl7, 1f oYer, 4ooo 

he -DU OA \be 1Ja1\o4 S&a\ oo, Jlr, Joo•nU, U.. Ooo4 .. l&t>l>or 

Pol1q, &114 \hOQCh llot o\a\oo \hat \lie t oret.p poliq of Jru11 1o 

1 Pall ~r1C&Il0 , llot p.Derall7 c1 no \be 111preoo1oo U.. \ llot 1o 

r eforr1ac \ o \llot uar u1plloro of Jrull ra\llotr \hall t. \be 111>1 \e4 

S&a\oo. a- alloco \ha\ :bl.o _._ co•• loaclr \o \llot \~ *• \be 

6\a\o Dopar-\ ....._ blo OJIPOUil\ 1a \ha r oYob.Uoa of 1!130, Jut 

\hreo dqo befor e T ... pe - · Ill arq own \ , uleoo wo are ..- .U­

\alrea, \ ble 1o \be tl.re\ U. 1a Jraoll-ulll\14 S&a\oo relaUou:bl.po 

\ llot\ ,Uoer 1011l 41plo•\1o acc\o 4o no\ l>a .. eaq aa4 tr .. &0011 1 \o 

\be Proal....,\ of JruU , AAT 41o\a\or 11, of o.,.....o, eo ... l>a\ 

cl.ran \ o \be Jaooh\-llaa1 41c \a\oro:bl.po, whoeo 1,._, a\ leao\, 

1a Do\ ........... a1ac. ao \lle7 4o no\ l>arp Oil DMoor&CT· ]Ill\ \llotre 

are \hoee - bel1on \be\ Pru1U..\ , ....... . llllowincl7 or u-

ri U1JIC17 baa tell&D t or \be JII'"PPCC"D'a or po..-al- of U.. \ o\al1-

\u1..,o , &114 \loa\ 1t \be llal\14 S&a\oe worc• t Jrao11 1 o bee\ ooffM 

'IIIITer, llot wcnal4 n1ac rich\ 1a\o \be taoc1o\1o oo1- . 
PreelU..\ , ... .,., ...., 11a 1o o\rODC, 1o \llot a1n ... b1\or of 

\be l.a\ornal pol1q &114 aloo al8oo\ of U.. t oreip pollq of Jraoll , 
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flieD lw 1a wak, hlo poolUoD 1o u~or..q preoarlou, &114 tile 

poool'b.lll\7 of a poll Uoal, or rnolutlODaJ'T, 11poot 1o tile 

fac\or which -..t 'be \aDD lA\o ac001m\, !be Ulll\o4 &tatoo ..,, 

fo..U.W 1\o pollCT \oRr4 Jraall w1U. a poool»e cllallp of 

COYO...._Dt lA alAd., aD4 &Ot :plq, \horeforo, aD e&\ .... 17 ... 'bUo 

but lDUlllCOD\ ,... of \J'71Dc "' .... Oil tile c ood. old.e of all CJ'Oill'Oo 

whether 1D or oa.t of power. 

!~!>ouch the ooello 1a 0110 of u1oro .. l7 ra.pld. aDd. =-r001o ohifh, 

a f•• fteD ace. Preo14.0Dt ~rcu -· a1A\a1A1Ac hlaoolf 1A powr, 

so H 1a alleco4, 'becauoo of a opllt of oplDlOD 1A tile r&Dko of \lw 

a..-o4 forceo, ajlpOJ'oll\17 \lwro 'belDC ou ~1' which lo&Do 1A \lie 

d.lrec\loll of o\roDCer \leo to tlw UI>Uo4 Stateo, &114 to a 1110ro 

4eD>cra\lc for. Of COYor..-t , aDd aDOtller whlch le&Do \owarolo \lw 

preoeD t oe\..11}> aD4 reel•, the oo-<>allod. !lew State, or •hlch lllcM 

n OD loaD .oro 1A \lw d.lroc\loa of 001tript l'aocl-. Proold.aD\ 

Varcao 1o COD8rall7 aware of what 1o takiDC place 1A tho Ant:f &114 

lia'f7, ADd YoJ'7 of\OD 1a a'blo \ o ....,\ralloo or oW-to wnarolYo 

actloll. llnertbeleoo, ao ..... ohow 'b7 \u IIIOY-Dt of 11117 10, 1938, 

-.un lw Dearl7 loot hlo ll.fo dlto to a ra14 OD \lie proold.eDUal 

palaeo, Dot oYoll be lo ODtlrll7 aato or omolaolollt. 

rorelp Minla\er O!.J.4o Ann"' 

11hetlwr Proo14ont Varpo 1a weak or aU'OIIIo rorolp llinlo\or 

Oow.l4o .t.raDIIe 1o a o\rODC riYal who hao a p.o of hla """• aD4 

whoao oolllDC to tile 01>1\od. Statu ..., han .... upecte4 roYer bora \loDO • 

58 

: 

Regraded Unclassified



-·-
Jf .Pr .. 1..,, 'tarpa llu \lot t1111 ._.....,"C of U.. aJ'IIf', M4 feele 

Tlf7 e\roac aJid. .,,.. - \o \lot Jal011\ e\a\ee \11M n.r, 

.lr aDII& M:f fia 4 hluelt oa a •"'""-ff 11a11. Jt rreeiua\ Tarpa 

h WAlt, .lrallha'• bu4 M:f .... ·treac~l4. -a.. M:f feel 

11lol1RI4 \o oTerUirow U.. Prol14aa\. Ja \1111 OTIIltul.Ur, \hrM 

pooo1'b111U•• _., 'Ill oou14erl4. Qlo 1o \loot .lrallha M:f 'llr1JIC 

J raail 'lllok ia\o U.. ~auc tol4 aJid. • .,... clooer \o U.. 

tha1\e4 Su\eo \baA lllw llu 111 ... 1R U.. paa\. .llloU..r 11 til&\ a.., 

t oo, aa:t .,... int o a .... ,ral poe1t1oa, or one wbare M ••- to 

l•u 1R tao. 41recUca of \be Jaoo1e\e, 11111••• a.., \oo, a:t f1a4 

a reTOl llUCil CD h11 owo llu41 , ............ \Mre ar• - powrflal 

r1c1oao of Jraail which llaw 1111 repr4 for J.raaha \IIG \MJ 

!law for \!1. Pru1~\ IWII1lf, or a.. aip\ 'Ill- a 41o\a\or 

too. 

Dr. J.raalla 11 \ M o\o.., petrel ot \M _.,, w1\1101l\ \M 

o\o,. 'II-• \llo open &114 a'llcw-'lloar4 pol1Ucal acUT1\7 ot all 

poroou &114 par\101 11 41f1n1\•1J Glll'\&1114 117 tao. Oono\U&UOD, 

'117 U.. Pru14aa\ &114 111r tao. cuoorololp. Dr. J.rulla'• pla<M 1a 

Jraail'• poll\1011 l1f'l - lllll••• wrr reOIIl\ ollallcl• !law 

oocvre 4 - h 'lllo\ re'NIIll4 111r \M tao\ tao.\ \Ill aaUoaal ouoor 

• o•\1all pll\o h1o - on U.. 1ll4u &114 retueo \ o pemi\ 

(Jraa111an) n•npeporo lftll to ..,U011 h1a an4 oo•\1Mo re-.we 

\ !Ia 114, an4 allowo J.raaha \ o Clll\ha\1 a faTO~• :pnoo of IIIJ.a 

oa . !be kUoOil oouor 11 ~ ... 1a tao. lae\ aaa1Jo1o • 
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IMD Dr • .\rUIIa len .. ~ - re\Vne4 w llraall, 

....... e1 -.plau\loaa wro pna "> upla•• loh reaall. •• rea, 

\be pulp llo-• afta 1t 11aV., 1\ reftel.a wbat •­

Jraalllaaa Mft aait - loa.,. ~lne4 Uoa\ \be ..., wi\h *-

\he ~)~UK IW.\oa 11 abalat \o noco\iato. Olla of \be flrat r ....... 

,, .. .., tor IUa rocell •• a a\017 of a loop _,... ac-t baMe4 

1a \o lluo Jvroi&l> ottloo All4 wiUch, ao U 1a ellAie4, ralatK to lluo 

u\or~at of a Jilllulall prillcoaa. All4 U .. oal4 \bat Tarpa 

aoYOr torpYOI .S.rollc\lona of tiUa aor\ - flllAilcial, no\ -tc17• 

.&ao\bar .. \loa\ .\rUIIa ba4 aol4 .,.., w t orai&l> lll\oraa\a - noW.lll7 

a lar10 ._rloaa ell c- - All4 -• now oopoulJll t oo frool7 All4 

ofta upatr1o\lcall7 \loa .,..... of \ba .&arloaa -...a , 1 w14on all4 

orpbaaa• , lll U.o •Uor of tba lllhnaUoll&l 4ollh. SUU allother 

•xpl-Uoa .. \!oat .Aralll>a aut Tarpa a llliatorllll calll.,_ 

toll1lll \he Pru14an \ 'aba\ 1<1a4 of a fool loa •• whall loa e4opw4 

a oorpora\1Yo a\a\o All4 fora of IOY&r-11\. U wlll llo recelle4 

\bat .\NIIIIa, Jut h o or \brae 4a7a lloforo, load ada aa aaU..laaUc 

opoooh all<olt Damorac7, lll OlaYOlall4. 

llaoa \loa alloft .. wrl\l- I llaft Joaar4 (80a\ CODf14oatlal17) 

tr• \he aacretar7 wllc t ook IUo 41o\aUoa that J.raaba lll•elt WDt 

'Malt t o Jraall -oU.., \o 10 lllto retire-\ OD IUa tara lll Blo 

Oraau 4o IQl. Jolt llo .. """ 4ov.ll\tv.l whether lla 1101ll.4 llo por­

•Hte4 \o •taT lll :araau. !bero are llAA7 pooal~• aplallaUona of 

\1>11 taot, ""' u cloea ·~ wHil tl>l \bao1'7 \bat 1>1 -• llollll ll&llK 

so 
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~· """" Yarpt~ &114 ~ O&laM ot :O..,oraq &114 1n~er-.AMr1caa 

tr1nclah1p. !be tluleral 1cl8a •••• ~o be correot . 

!he laet pa01 .,.. \ba~ J.r&llha ..,l,...~U7 lett k lhln&\oa 

1n orcler \o •wiDe llraaU &W.7 troa tbe h.aclah 111\o ~ cle,.,oraUo 

oolum e«;a1n, 8borU7 alter be arr1Yecl , be -~ on ~ o.,aor1al 

1ncleX &114 ~ coaalp • • \bat be •• ~o be Ci'NII a 'beaUtlal twMral , 

IYer ~oo poftrtlal tor ~be v.lllal ~ ot Yarc;u pillotl.ne J.r&llha _. 

to 'be all clr .. aecl ~ ancl t ben clroppecl i n cr•at glorJ. s. -· ~0 'be 

7oralp 111nbter az>cl ~'*' 1n~errecll !b. tact tba~ J.r&llbe be• laetecl 

ao loJIC 1s ona ot t he •• \aria a 1n ~be o1W&Uoa. !here are eeftral 

pland'ble uplanationa. 11aJ17 Br,..U1&111 'bell..,• ~t Ar&llbe baa the 

tu.ll oontidenea of ~ -1eaz> State :O.par-nt az>d ~he~ ~ Ulll-

5\atea baa uaacl h1a ~o 'brake ~ llaw Sta~a 111 llraaU, a taot wh1all 

bee 1rr1 tated V&rpo, c..poa az>d all thoee oold oa ~be llow Sta~a 

lclea. O~ro t h1Dit he a&7 be 'Mine cro....,_ 'b7 llorth .U.rleaz> 

lll~ereoto tor a creatn role 1n BraaU1an Uta . J.Dotber 1a \bat 

Ar&llbe lol1l t "P a 'beek1DC ot h1o own &114 'be- oo powrtu.l tbet 

Vargao did not dar• out h1a or ou'bJeot hill to tbe ax•. Ar&llbe 

hae a tollowiDc 1n oertala oactore ot llra01l thoooch be doea no~ 

etaad hl;sb 1n Sao PIP>lo &114 1n o~ber raeioDO• 

Ar&llha hao 'b .. ll II:Jiom ~0 'be IJl COD\ao~ with PJ.ialo 8alpdo, 

~he bead of the Iatecralbtaa. I\ 1a olat.d ~' when hlo 'bro~r 

• •• l.n<rolftd 1n the Iatacralhta •pouch' ot lilT 10, 1938, Ar&llbe 
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1oo1owd., a!wr roa1&~~1nc. which rod&~~&Uon lw w1th4row l>ecauoo 

all \bo o\boro, illcl114111C tbo Proo1d. ... t • roo1pod.• too - tlwt bio 

brother bo brouct>t \ o \rial &D4 not lot ott &o \lw -ro d.oolrod.. 

u&Dh&, oo 1\ 1o 0&14, toH bo could. booo\ bio own otook &D4 lower 

\bo\ of Varpo 'bT tbio • ..,., bocauoo bo l>eUo .. d. \bot \bo trial 

woul4 brillc out facto d.otr1aen\al to tho Bew 8\aw an4 l>enet1olal 

to hlo own poroonal cauoe. .A.\ Uaeo 1\ •• bol1n.cl that .&.r&Ab& 

b&4 roached. tho pl ace where bo alooe could. win api.Do\ Yarpo. 

llheo U&Dha ro tllrnod. to lrull, llo -• boral4ed. &o t.he 

chaolploo of d.o•ocraey, ao4 of a clooe rapproebo110o t w1 th tho 

t1oito4 Ste\eo. .Lctllally or ln appearance be h&o cooled. ott 

perceptibly with roopoo\ to both of thooo 1d.e&o. Hio pv.bl1c 

utterances have been leaa &D4 leaa •4eaocratic• &Dd the beha•1or 

of :aruu at Ll• -• d.oo1d.od.l:y a\ T&rl.&nco from tlwt followed. 'bT 

.Lr&Dh& hiuolt &< ~oooo .Urn ill 1936. .Lr&Ab& hu 11&4, aoiWiillc 

a IIOd.icwa of honoo\y and. a1ncor1\y on hh part -- which 1101\ 

thiDkillg :&ruUl.&no 4o m aoiUIII - a !lord. row \o boo 11 bo won 

ac\WL11y pro-l!D1\e4 S\e\oa and pro-J)ollooraey &I J'orol&~~ llirllowr 

ln a qu&d-Jaoclo\lc and. quad pro-I\&ll.&n ote\o. An4 \bo<agh \hare 

are \ho11 who doubt l'fiD h1o olncoro :&ru111an1u, he 1o the 

lortlcp !41nlo\or of :awn &D4 .Lr&Ab& bo.o c~aillecl of the pel1CJ 

of ibo United. Stetoo with nopoo\ to :&ruil and .&.rgontin&. 

P>'aoU nall7 nor,. U• l&ah111C\o" h&o kow to- to -o• .Uroo 
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there bae been an iAataAtaAeou reacUoD 1D Brasil oo•U•• 

d.etiDi tel7 1D t.be .UHcUoA of the to\alUarian S\atea. 

Oouip a bOll t .lr&Dba aJld. \he lhU \ad. 8\a \eo 10.. a o toll ow . 

Ulericano who knew him in l aah1DCtOn .. , he boo treated. thea 

ooaonhat coolly e.,.n t.bOIIIh ba •• a ...,. frieDd. before. Ot.bera 

claia t.bet he hu crown irritated. With lhb ohad.ow' 0 an allUdOJl 

t o all ... d. tJDHe4 Stat .. hound.1J1C. 0\hara han Mid. that Ar&Dba 

hi•olf boo co~aiDed. of lubiU1\oD1 0 JruUi.an poU07 which hu 

aoowoed. t.bet the frieDcbhlp bo\w"n \he \wo c01111trioo waa eo f1ra 

aa DOt to Deed. culthaUon. In an:t nent, e ither Dr • .lranha .lilY. 

cooled. 1D hie p~ricon and. pro-Do1110orat1c ar<iora or he .!.!!.!!1. 

to ban coolt4 tor reaaona of h11 on. 

On the Other hand., ODCO boYiRI COt into office , the re ali \ ieo 

of the o1 w.a Uon 111117 ban led. hia to ad.opt a .ach aore circuapec\ 

eDd. d.iplo•Uo ~-anor and. atUtUd.e than wao hie wont, known •• 

he h to be a bluff and. tranldT opolcon JruU1an. JDt he 1o \he 

exception 1f that 1a actua117 the ,...e. '!'bare are no BraaUiana 

of that oort. ODe mot be abrowd. and. CWU11nl ao a oerpont to 

pla, the JraaU1an pol1Ucal - wcoentull,y. JDt if Dr • .lr&Dba 

baa ro\a1Md. hie o1Dcoro 1Dtoroot 1D Doaoora07 he hu now ohown 1\ 

iD one .., which would. haw been ronlatory. In all the talk of 

b h acthit,y , no word. bao co• up of h1o haY1DC approacbad t.he 

Sao Jlt.ulo orowd which r eall,y • $&Ado for a certain t7P' of d.emooraQT • 
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Aa4 \ben 1o &eh cooo1p ae \o \lloo t1Duo1al ... .u of Anu1J1a 

u4 toll&~ be 1o noc~~1'ble \o per111aoloD ot \bat eort. It \be o\bar 

n14once o\&ll<b ~be hot ot UM &114 pro'b1J1C , there are con..,...n\o 

whlob are w1111Dc \o v.oe •u~a-CNI'r1oaJ.ar• appro&Obao to \bo fore1cn 

al.Jihtuo 1D .. noral &114 to U&llba. 1D pan1oalar, 

Dr. l'rallcheo Calopoo, 111D1otu ot tbe I.nhr1or &114 JuaUee. 

lex\ to Proe1<bnt Yarpa &114 pooo1'bl7 on tbe - plane aa \be 

r oroiCD 111Dhtu, Dr. o .. al4o .lr&llll&, o\&ll<b Dr. J'ranchco c..po., 

111ohtu ot .J'ILoUce aD4 Inwr1or, tbe •In au\bor ot the CoDoUtuUon 

'ot lona'ber 10, 193'7. b-. ~·· aooor41Dc \o &0"1P 1D BraaU, 1o 

&II O'Cltrl4bt J'aoc1o~ with repr4 to b1o own pereollal 'belieta an4 who 

woul4, H 1o u.14, 'be w1111JIC to be'" Jru1l ut1D1to}T Join \lloo 

to tali ~ian SQ\eo, Hie pro41leoUono l"'UU towar4 the Italian fora 

ot J'aoc1 .. , tbOJICh there are two op1Diono •• to bio on peroollal 

cootaoh wl\b .\lloo I~ian OoY...,...nt an4 wUh Italian 1uUtuUou. 

!be one 'bel1eno 'that be 1o ooooDUallT a 100 percent Bra&Uian 

tbCJQCh •-ro4 of a taacioUc fora of QoftraaD\, wblle otbaro 

'belie YO \bat be - ban been oouo101&al7, or uconoo10'Clal7, ll'llCto4 

Into tbe Italian tol4 117 I~ian pr-en4a or per.-oion. 

81Dco \lloo eoabliehMD~ ot \be lew 1\a\e 1D lloY-r 1837, 

Dr. ~· bao 'been eztreM17 aouw in \lloo hw.lac of pro-lew 

SQ\e propopnde and. t~,pparen\17 bat kept hiJuoU' ezt..-17 

aooe .. 1b1e to tile oe ...... aD4 I~ian .-.ooa4oro. At least the 
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••••~• froqMa\17 ll&ft ropor'-4 doUo of \Moo 41pl-u 

\o hio offloo. Jlr, ~· .. _ toM ol\loor tiuu.ttozoat or 

aat.,onloUo \o- \1111 IJnl\14 8utoo, or -., 11111117, wUh 

reopoot to thlo )II'Oblo•, r onoot tloo op1111oa aad a\Ut'IIM of 

hlo ohiof, Proo14ot Tarcu. !hero aro no parUcv.lar IY14oDCOo 

of open hootUU7, 'llv.\ no\'lrtholooo u:r ooolaon 1a otflolal 

clroln wUh roopoct to \lot tiii.1U4 8\atoo 1o 1081\hlnc n ft 1a 

~rasll-tJnUod 8\atoo ...U.Uoaahipo. I\ wu ••- ohorU, &ftor 

t ho flrot ohock p..-ood b7 \lot procluaUon of & corpcr&U\'1 

S\ah 111 k&IIU &ll4 &fter .Uocod proo"'"' fro• tho IJnl'-4 l\at1o 

b&d Mill appl1o4, tll&t Dr. ~· '001>14 M oUhor r-\'14 or true­

torrid or 11at \o 0 w14or floldo of uoflllllou•. Co11\rar7 \o ell 

oxpooteUono, hownor, J>r, CUpoo hao ru&11lo4 111 power aad •oo• 

t o bo Jut &I flnaq ODtr&llohad &I 1\'lr , J'ut I'IOIDU7o ..... \lot 

lliDht&r of far _. dloCILit ille "'1'7 prh&tel7 wl\h cor\&111 of tho 

hullo\a crowd, pon1b111Uoo of & 100\'IMilt oplllot \lot Proddont 

(or tor tho n\Ull~t of & -ro '-ar&Uo f ora of &o"rnMilt 

which 1o \1111 - \hille), \lot ll&doro of tho JW&lio\lc crowd n ro 

oxllod &ll4 u wu ollececl tll&t \lot ordlr f or Gil• - rr- \lot 

llllllnor of JuUoo &ll4 llltorlor ud _. oppoood, of aOOil'll, ., 

tho IUnht1r of tar, who neftrtholooo, 11&4 t o &1ft 1ll to \1111 

111111oter of .JUoUoe, &t t hat _,, &Jip&J'OilU7 tho -r• ponrtlll 

of tloo two. !hio 41ffaroAoo of op1n1oa .-n&ot tho Mllboro of 

tho Proo14oat• 0 e&blaot 1o ,,._uo of tba oUuUoa u & whole 

ss 

Regraded Unclassified



- 1& -

aDd """eeh how 4allce......., 1\ 1e •o niT or place CCDf14aoe 1a 

one 1ndhidl>al alone. 

lh&t bao alrea4¥ been · 0&14 1a \he prece41DC par..,.ph al>Oilt 

General J)ltra will che oome 1n41oaUon of the eitu&Uon withiD 

the BruUlaD ~. ao well ao 1n \he oablnet of Bru1l' • chief 

ueCOlUYO. ,...o14ent Tarpo, 1n thoo laot allal~1o, Ul>dar the ol4 

regiae, blt tar .,r• ao at the preaen \ t1•, reliee - MCIIILae 

there 1e no popular beeie for hio IO'fe,.,..nt - for eupport on 

the onl7 41ec1pl1nod national orpnisaUon which, wHh thoo excep­

Uon of tba - catholic Clmrch , uiete 1n Brasil, tba ~· 

There are, at l•et, four claeou of Oenoralo 1n Brasil. Tba 

firot pup b COIIP01o4 of relat1Yol¥ WICOlltD.rod • an who attach 

th-elno to whatonr loo.4er .... to pr..too til.. tho .cot 1a 

return for their lo)'alt7, .... of little Yieicm 7et u:troal7 

illpOrtant an4 powertlll 'becaD.oo of the anpower which \hq l ea4 

aDd can .o'b1l1ae. Tba eecond ,roup b oollpOeed of 'far)' el.acare, 

hJ.chl7 patriotic, !.atoll~"' .,.., w ll ... dllcatell •n wbo 4of1J>itol7 

bol1ne wbat tba7 bel1en and theoo are OD.bdi'fido4 late thrwo 

claeoeol a Olall few who 4ot1Ditel7 prefer Brao1llaD eolut1CJ>e 

tc Brao1llaD problo,.; anotbar l~J'C'IIP which 1o frultlT pro-4otDOcrat1c 

an4 pro-Ul>itell Stat01; aDd another which 1e pro-total1tarlaD an4 

ss 
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pro-cloHr u ... wi\b .....,_.. -u-1 ... !!lea \bara &l_,. .... 

\loa &DU..UpDUao O.Mr&lo wbo ooao\aaUT loau alloa\ \loa 

.t.rcenUDo pn1l. 'lhell tile J.rwrt 1a 41ri.Wol, \be Pr .. l.wat 1a 

fairl7 aate tbOU&b hio poai UoD 1a ..... lbea U 1a ui \e4 

apiu\ h1a be b Ctll"r&ll7 DO\ oal7 .-It lla.t ov.t. lo.t llba it 

1a unUa4 Molt of h1a the Praa14ant 1a ill aa t.prapable poa1Uoa. 

!bore 1a an.ilable coacro\e oY14alloa \o abo" \loa\ oer\&ill h1cll 

raDk~ offioera ill tile Braaili&D .t.rrq aro 4atia1tol7 apinat 

Proa14ant Varcaa anol &lao &pillet tho llillbhr of Jar , who 

lncl.Wn\&llT , accorclillc t o oao .erolon, hao poroon&l 41c\a\ or1&l 

.-1>1\lono, aaol ~4 lib to .. t hi-.olt ap ao tile arbiter of 

Brasil'• olooti&T• 

pro-4oll0oratio croup, belioft \bat \be C01LDV7 &o\ CO \hr.,.P a 

por1o4 of al.lU&rT 41c\a\oroh1p before U can ..,er ro\Vl> \o tho 

4aiiOaraU o fololo, tboa&h aq of \beoa olov.'b\ wbetber Oo11or&l Dll"­

io \loa 0110 to plq \ba\ ~le. In a117 oftn\, it put \roD4a ill 

otbor L&\111 .&.orlean ccnm\rioo ..,. ill BraoUiaD hio\ orT. Uoolf ara 

8&7 ill4iooUoll of tlltv.ro poooi'bilitieo or tron4a, 1\ " ov.lol be 

ax\r-17 uwioa no\ t o ooao14ar aa ono of \ ho poooUU1 Uoo for 

\ be s-41ato or no\ Uo\aa\ tlltaro, a 111.11\a.rT c coap 4 1ota\ 11111oll 

llip\ oat up Oeaor&l Da\ra or •- o \ber h1ch raDkiJlC officer ao 
• 

ProYioioDal Prooiol&Dt. If \bat OOGU"ao Jadcille 'b7 parallolo in 

otbor cOOU>\rl oo, ono of \110 poooibiUtioo 1- up. Ble ~Yioiooal 
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41cU.torab1p a¥ "- pe...,..at or 1\ a¥ ac\loallT peft \be 

wa:r tor .. re\ura t o \be llraaili&D t,nle of U.Oaraq. !hlo ch•• 
' 

tho 11111'-'7 Ollooiono to llraail a olpltl- ldt.llerto ,._ 

apprecia\ed. &114 raaooh \b&t U. Ooneralo d.o11rw opeoial b&lld.linc, 

!he P!!!lh!v 

z,..., t b.OQ&h tho lead.oro of \be Sao PaDlo pert,, led. by 1}1'. Ara~>d.o 

de St.lleo Oliftira, are now 1D oxilo, both \lle7, tb& per~ t.lle7 ropro­

~•ntecl., ancl. all of tb.ooo who coooU a. toe!. ob.at -• b.., IMforo 11130 u 

tb.e coffee barono of :Brasil, aat be \alr:lon into accOWit in &II¥ 41o-

cuooion of llraaillan affaire. S&o PaDlo h otill tho walthloot act 

tb.e .. ,t •1111&b.tonocl. otato 1D llral11. !!he P!!!lhtao are t.bo ..,,, 

•icorov.o and b&rcl. worli:lq of all :Braaillano. S&o l'laul.o • a coffee • Ull 

pro•icloo percont of tbt national ronauao of tb.e State ancl of 

tb.e w&alth of t .bt nation. Sao P!!!lo otill lea41 in financial , 

iadnatrial, oclucaUonal, artlaUc, Clllltural &D4 otb.or actlntloo, &114 

for o•n a llo.Jidred. 71&1'1 it ,.... \be iab.o.bitanh of tbat State 'Olio 

f:lllcl.ocl. or 4olllina\ecl tbt internal l'toluUoa ancl tbt foreip pol1c7 

of :Brasil. '!here 1o no qu10 \loa \11&\ for - 71&1'1 prior to their 

fall in 1V30, U.7 ..,ip>latocl. politico to onit th-alno &114 \be 

other coftee Statu, ancl lool<ecl upon the Sautb. ancl. the llortb.eaohrn 

and Jlortb.Wia torn b.illtorland.o u colonial torrltorioo whlcb. obauld 

be aubllrriont to \be will &114 zaeecla of Sao P!!!lo. 'ftlero h 110 

doubt, too, \bat in the period of their un41apn\ocl. .-:t ccnupUoa 

sa 
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crow-4 1A\o tbelr a4odll1o\:ra\1oa &114 poli\loo &114 that tbe uu .. 

•• ripo tor roto... Jill\ U.. tollowiJic tao\ 1o otkA Oftr1oolot4. 

51~ ri th OoDerol Tarpo 1n \be rno1uUOD ot 1930 wro .aAT 

Pav.lhtao wbo nro Jl>,ot ao •IIC9r t o ... the 11&\loD ~\ a nn 

poliUcol, OCODcaiC &114 occlal prcc:r•• I\ wao that P'OUJ> whioh 

cooperated w1 th Proo1doD\ Tarpo attor \be rnoluUoo ot 11132. 

Targao ohooo ao hio poroOA&l lntorftDtor 1n Sao l'aulo, Dr • ........so, 

who atter 1934 be caM \be C<maU mUoD&l Oo•ornor ot \he &taw. 

ln J-q ot 1931, Dr. Arando rea1pod \he COftrnoroh1p 

ot Sao Poulo 1n order \o 'beco• a oalldida\o tor l'reo1dao\ 1n \he 

polHioal -~.en which began 1n \be 11144lo ot that 7e&r• n.a 

tho lln•'ber 10th coup d'etat \ooll: plaoo, there wro - who 

belioftd Ulat ritbo'O.t ao:t dCOlb\ at all, Dr • .u-ndo ~d. lla.,. 

been o1ocw4. Jraail baa prollal>l7 no 110ro \haD 3 .UlioD Yotoro 

u4 tho St&to ot Sao l'aulo aloDo prollioo4 abOilt ?00 ,000 ot thooo. 

ObJocu.,. &Da17oto oooMd. to thioll: tllat Dr. Aran4o bad oo""Cb 

'foko 1n tho o\her &tatoo \o .. ...,.. hill \he a.Jo»it7 which llo 

noo4od. n.o the coup d.'otat \ooll: place, ooo ot the al1oco4 

rtaaone g1Ytn for 1t •• tbat on• or anothlr of tbe C&D414a\et 

• •• pl&DJlloc \o aoiao power &114 that tho DOUOD bad. to bo a&'fod 

tro. ci..U w.r aD4 uucq. ln ao:t oftot tbe ~ - \o 

u abnlJ) halt; Dr • .A.rwan4.o ._., etn\ 1..11\o &D interior ton uder 

b&a'f7 puc~. &D4 blo ..,,_n\a """ cooo\&Atl)' •tcba4 tro• thaD on . 

'l'bh P'O'O.P h 4otoraina4 to tip\ 'O.D\11 tb.a7 CO\ rid ot Tarpo or 
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be p\a r14 ot ~ 

!lle7 repre .. ll\ wba\ w &pt oall 111 tblo ooau,o, U.. olcl­

taoh1oae4 ooaeer9at1Ye repa~1ooaa wbo llel1eYe 111 a 4..aorat1o 

oonat1tut1oD&l rect-e. proY141Dc the to.ooratio b&ee io ao\ too 

'broa4, &114 proYicliDC \bat wllat \hq oall tile 0 ol1ta1 1o bpt 111 

power. 111 &117 ne11\ a\ \hi a ,luao\ure, it UDJ. \e4 l\a\11 foreicD 

pol1c7 ac\uall7 wre 111 accordallce Y1 \h \.be palolici v which 1o 

hWIIK 111 ... hiJIC'oll, \!Ia _...r10&11 Goft.,...D\ &114 \ha people woool4 

"h or aboul4 M -•' 111\orea- 111 \!Ia ta\o of \hia particular cr<JilP• 

'l'houch U..re 1o 11\Uo pro'bal>Ui\7 of tboir oa.111c 111\o powr, 

anertheleaa, thara h auch a poaai'b1lU7 11114 to aa"'&&OIh• t~ 

aithar '1>7 1llclittere11ce or '117 tile acu.,. ouppor\ of aaot.ber oaacl14a\e 

aoul4 .... tooliah 1114114. I\ -· \hia croup which - -oache4 '1>7 

Ytr7 aoaltb;r Ge.-..a wbo offend to fillalloo Ua .._.t&JI 111 exc"""P 

for a aoo.\horll 1\a\1. 
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co-m',,, ap4 la\urllitkl 

le17 poeiUftlJ &e CODetant "GD~Uon .. iD tho~ poll\ical pio-... 

of :Bruil aro the C-bt all4 IAtecralitta perU.. . Wi\b rupeot 

to tho~ Cc-nla\ poap, then 1e tbio -.ell clefinHelJ to be aa14. 

fhoore aro :Bru111AD Co-....ioto of tho~ parlor aa wll ao of the prao­

tioiDB l7J'O and oo• wbo 'beloDg to tjle iDtelloo'-1 ell te of tho~ 

nation. fhoore .... aloo c nht acttatoro froa a'broecl, \boacl> thooir 

acUrlt7 llaa been 'fll'7 -.ell au-c-cr1'be4 oiDao \.bot oo-calle4 c-. 

1011211ot '1\pritiDC of »a•ea'ber 1935. We eq oo-calle4 'beoa'O.oe there are 

tho .. who 'beline \hat one of t hoo teolllliqueo of Preoiclent larpo (who 

H it aa14 -· CIDCe a C-iot h1Melf) it t o - 1lM of \boo c-.. 

nioh an4 lntecnlittao for bio own pvpoooo, co1DC oo far, aca1Jo 1\ 

1o allececl, ae ac'-117 to incH• tbaoo to r ... ou. Jlt'on tho'a&h Prooi~nt 

larpo opeDlJ aUacltto tho C_,ioh, and nenr !aile to MntiOD thooa 

(a oianitlcant fact 'bee&~>o• .bot n..,.r attacka the J'ucioto or lla&io nor 

dooo boo praioe tho~ UDUecl Statoo or ~aooraq) \hooro io dofinitalJ, 

in the l&ree ci Ueo, at leaat, and in cert&iD oca\\erod c-Ui eo , 

a C-..tot group wbich llaa adopted what it appareD\17 thoo worl4.-wicle 

tactico of c-teto wbich 1o to all7 \btMel'OOo ~n\17 wi\b tho~ 

democracioo and to uJ>hold tho~ baDd an4 tho~ pollcJ of Jlr, Jlooooftlt aa 

lone u .bot -· bio one,..y nll.lll'bor one the Jaoc1ot etatu. 1A &D7 

rect.. wbich it oo ar'b1\r&Z'7 and wbich baa no popo>lar llaae, U 1o 

obnouo that tho~ dictator or quu1-diotator 1A orcler to Ju-Uf7 
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hlo uoo ot toroo aD4 ~ haYe oon1~t &rg~:UMJ~to t o prooont to tha 

people uplainl.nc hi1 \1pe ot nle, al>4 ~ aintain tha l07al\7 ot 

tho ~ at white haot, .,., ~~a ... a rabbit which ho can pall ""' 

ot hio oloo ... at will, 0-.niu aD4 J'aaciu aro Tarpa' ral>l>i\1 . 

!here 11, howo ... r, no ooonOIIic or 1oc1al 1011 1n BraoU or I.&Un 

.I.Jier1ca in which oo-1u ot tho 811Ao1an \1pe C&ll thrho. !bore­

foro, ao loU& ao the Sortet Bopul>l1c 11 oontanhd to 1Uck to her 

ko.H t1JI&, tho eo-tlht per il 11 a llillor one, both COIII14er e4 tr .. 

ao internal po1nt ot now al well .. an utornal daD&or. lloot ot 

tho lmown C n~h h aro 1n Jail or 1n pol1 Ucal prioono or 11114er 

oune1llancoo, aD4 u copt whoD their a cUYit;J 11 nMUcl, 1n ordar ~ 

bolo tor up the power o! tha .Preo14eDt, tho7 aro conotantl7 w1 thin 

tho ol>eor-.ationo ot tho pol1cl otticial1 and authoritiel. I t 11 

oxtro•l7 4e.Dcorono in Braoil to a4loit that ono 1o a C.....Uot or 

l>o one. !hi1 1o not tro.o, howoYar, ot 1Dtec;ral1u. 

'!'he ln\ec;ral11tao, or tha OroOD Shirt Part;J o.t BraoU , the oo­

callod Bras111ao Jlalchh, ~~a ... a t laaot thi1 to thair crodH, and 

1 t 1o a tao\ which hal -.4e thea 10•\hl.nc ot a •nao• aD4 a 4an&er 

to the HeiM ot .Proo14ont T&rPI• l!a'OiJI& inoipia, r1tua11, 

un1tora1 , a 11170t1c1u al>4 a 411c1pl1no, tho Into,;ralio\el ha ... 

aoMthi.Dg which no other poll tical partoJ haa oYer ho4 1n tho hiator7 

of llrasU, a woll-orpniaod nat1oD-w141 ,;roup o! • " unUo4 tor a 

I"U'pooo a1>4 oho71Dc tho ordlra ot a D&tional lMUr· !beach tha 

Intecraliotaa c1a1a that thq aro a Br&SU1ao croup n th a Brao111an 
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prOCJ' .. tor llraa111M M-.18, \ben lo ao .,..o\1011 Uat Use I$al1Mo 

uel tile Oe....,o (uel \boon oo- \o 'bo - n1dooDOO of Je.-•• 

1n terot t too) look "l''OI \boo Iatepoallo tao •• \lie ltOIIp wbooo nato I)' 

1n ~political ·~· woul4 be 1100\ fe.Yorablo to Use pol1U..U 

uel ooonoooio a&4 poot1bl.J e \ra\ecic I.Dtorooh ot - aa4 Borl1D, 

!bore aro - o'bJoothe llraailiuo wbo baYO a'bool'lltel.J ao clo'llbt 

\bat U..oo torolcJl D&\iono 41.rea\l.J or 1D41roo\1J ,_ ... f'Mnoo4, 

or ,_.,. ottero4 to fiaaDce, or proooioecl \o f~ \lie 'llllole 

Intopoa11ota par\J or bzaoocheo tlleroot Cll ota\14 cccatliono. I\ 1o 

a kDon fact \boot after the Intecrallota pllttch of 11aJ 1938, \bat 

corta1D of \he leaclero took rofllce 1D the l$al1u .,.._IQ' a&4 \bat 

ohor\lJ att ... 'ftl'd.t, the Oe...., Allhaooad.or ou cloolaro4 to bo 

pertOD& DOD cr&ta• fho1>ch ODlJ .. rall.J Ctr\&1D of \bo llnka ho\WOll 

Groan Shirto a&4 foreign \o\&11 tar1u otatoo , 1\ 110'1ll4 be .xtr-11 

41ff1cul\ \o pron &DJ concreto connoo\1oD hotwoan ~. 

:a. it aaid. 1D paooille t.bat ncb u- ao ,..,...,11 aweare4 

lD tho .&.rlcu preoo abc'llt a l'aoc1oUc plot t o capture t.ba 

COYti'DMDt of SaD halo ~ no\ appear 1D \he JlrulliM prooo a\ 

all ancl -., 'bo ,...4 for utoi'D&l c-UoD aleDO; it 1o clo'll'b\tDl 

whothor tho Jlll.ul1otao, wbo wre allocecl to baYO otartocl a..,.,_, 

on .T&IrCI&r7 26, wro aw.ro of the 100-11t at all. 

!he Intopoal1otao, wit h their 80\tooo of Gael, hllilJ a&4 \be 

Stato, baft a procr .. 'llb.1ch 1o ., ... clooor alliD to Uallu l'aoo1• 

\han to &DJ\1!.1nc oloo. '!booJ an clotWtolJ uU-~Uc, ar4an\lJ 
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pro- OaU.Ol1o Clarala , u:l.n-.17 ... u-toroip ooopUal, -

poaoi'bl7 apeo1fioall7 ""U-11&1~ 1 \&ha , prec1eol7 "- u.. 

tJDited 5\&\&a .U.o a lua\7 obow o t lo.I.Dc duooraUoallJ 

iii~I.Jied -, ot oovaa , \rue d...OOI'AOT 1o t.ho ••1'7 aa\Uiotab 

ot In\&crali .. or hac1• . 

Jua\ a t tlot *'•nt, \lie I n \&cralh\&a are aUro.l7 bU\&r 

apinat Pruid.ent farpa . 11\h hh URal political a!Jra....,.oo, 

ao it 11 ola1•4, lo.fora tho coup d.' a\&\ of Jo••bor 10 , 1937, 

he lured. U... out I.Jito tlot open, t;i'finc tho appearance U..t he 

waa go inc t o ahara power w1 t.h Ule•, ad.optad. - ot t lotir id.eao 

aa aoon aa the coup d 1e k t • • ncceeatul tw'DM. h1a back 011. 

them, and. ao tho7 P>t U 0l>otr&J04° U••· 
Liberal foreiCII obaenara haft not """ loth \o 11111< tho 

f&Uure ot tlot llaT 1938 Plhoh with the JOlhoh in Chilo in 

Sepualo.r of the ...... ,.ar. flla7 toel that tho - of t.he 

Oera11a 1o ao d.eaperata a one tlott, haYI.Dc tailed. 1JI U..ir 

prineipal o'bJaotift, tho7 turned \o their aeoond 1n tlot hope• 

that what tailed. in :Bruil c cbt 1110COe4 ill ChUa, 

!heoroUcallJ, the I ntacz-albtu han 'baco• •rol7 a 

cul'-'ral club , .,., of eo .. 'branoloto are not per.t\ted \o 

opera\e lepllJ 'ba.,..a a uoroa-law roq"Qiraa tlott thooa 

cull>l.ral uoooiaUona haft owiaa1DC pooh ""' 11'brar1oo, -

ainco the •aat • Jority ot tho 'br ... olota ot the I ntacralb\& 
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par\7 are \GO poor \o -r\ oi\ber a l1br&17 or a ow1~ pool, 

it h to be pre-d that \ be7 are not tv.nctioni.Dc• Act\1&117, 

howoYor, tbe7, aa wol.l ao the politioel partioo haYo oarrio4 on ao 

botoro, ,.,..u. ... ~IIC tbei.r -•, oc•ti.Mo not. !heir 

ac~1Yity, howeTer, 1• no\ p~.bl1c, aa 1n t1.8ea paat. 

H 1o ont1rol7 within tbe reala of poooibili\7 bocall.ao of tbe 

lar~ nubor of Italiano, Genano and .r-eoo who haw ...,.. to 

Bra.sil or who are aecoa.cl, third or fO'U'\h generatlona of \bate , u 

well aa bocauoo of tho orcanbation and the pro-cia of tbe 

Integralbtao and ito oatch phra .. o which are apparontl;r oo 

t horouchl7 Braa111an 1n poupoM and icleal, and boca~~.ao of the real 

or allopd ouppor\ of fordo> con~nt , u wll u of certain 

al"DO)' anc1 n&YJ otficoro who are otaunch In\agraliotao, that thio 

par\7 11a1 co• 1n to pawn and it would bo axtr-17 unw1oo to 

nellloct H or t o onrlook ito actnal otrencth and potential 

pou1b111Uoo. 

Intellestuala 

!be OQtotaD41DC 1ntolloctnalo of llraal.l inoofar u it 1a 

pou1bh to ~neral110 abOQt tbea, are nr, 81Ch concerned a bOQ\ 

the prooont oitua\ion and ab~t the internal and external perilo 

which taco Brasil . Tile -.Jori\J, porhapo, are daaoorat1call7 

aindod, fairl;r _....and otronc 1n \hair tr1ondoh1p and a4111raUon 

of tho UD1 ted Stat .. and booolliJIC 1ncreaoincl7 110ro ·~ricanh\1 
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1D tbei r ph1looopllr . !!>&\ 1o, \bera bao .... .., a tell4enq 1Jl JlruU 

tor the llltollao\ulo loo oono14er \be•el.,.o •whHe• - 1oo 'be 

proU4 of tbair 1 wh1\anooo• , of their IAlOptfR o1~1lloa\ion, of 

\heir J'rallcll ......... - ...Uolno and ov leo, alld thl.o ........ 

of couroe, oo•ehat aohaloecl or pr•J""-1~4 with n opect to tbe 

IIOQOIO &114 Illdlano 1D t hel!" c1Yllbat1o11 all4 to tbe .UO!"lO&II p!"ope 

of tbair culture. Ill the laot fl.,. 7....,1, hownr, with the 

l•p ... le.ll- ot Ital7, OeraAT, all4 Jap&D , with the e.ltlllqlle of 

OhiM &114 SpaiD, with the collapee of Grea t :BrltaiD all4 J'nace d 

IN.Dicll &lld with tba coanwr-acU~H7 tn. tbe IJillted Ste.\ee which, 

no •twr how tbe7 -'I ban falt, had thio qpeal - l t.t.hil>ctOII 

opoke about peace, no ..... 111tenentlon, COIItlnutal eol14t.rlv -

other ideal • in which tbe Latin .t.MriO&IIo .lll!!l5 the7 thorOQCb17 

bellno. !!'hat, for o11o thing. 111 another field the Bruil iano 

han telldacl to clloconr all4 co• loo eote.,. tha .MoriOt.A upecte 

ot .Bru111&11 chlllS&tlOD. !l'ha laot tour or fin 7aaro han 

been a partial .&MrlO&IIlsatlCD of :Braoll , &114 wre it 11ot for 

thio tact, :aruu lli&ht ban ere thio coa- 1Dioo the lootalitarlt.ll 

col...,, 

lo belien we ,.... aate 111 ae.7l114 tbat the -.1orH7 of 

intell!.ce11t :Bru111&11 1Dtellecwalo woulcl liloe t o ••• :Braoil 

be.ck detlni tel7 111 the cleiiOcraUo colwm and u clo .. lT tlacl to 

the Ulli tecl Ste.teo u poooible. 
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Dt ...... 

I~> a nation where eo to 76 p.roent of the p.oplo aro illiterate, 

it 1o '--Poooible, of COQl'oo, to opeek of pv.'blic opinioll. !here 1o , 

howonr, o ... u .. t force which h&a t oll4e4 to 'briDe \he ... .. cloaer 

and cloaer to th& UDitacl Stat... Colltr&rJ to \he opinion of 

profoaaional Pan-Aaericaniata and other raformera, the Aaorican .. Yio, 

with all ita fanlta, 1a the olll1 cnHnral pr-4& of the UD1t ed 

Statu in Latin .blerica todaJ, ancl ito 1Dfluence it 'both ....Unreal 

a.od profOW>cl. 

achie~ed. ot eonrae, a falee eoneep\1on of ~ phaaee of Aaer1o&D 

ll!o. On the oth&r bancl 1\ 11 oo..,h&t realiaUc, aD4 oao which 

tranu.Ha Haolf into ciDCWMJ>ta'ble· roal1Uoa ouch ao Dow at;;rlo 

kitohene, 'b&tbrooma, architecture, 4ancea, atylea 1n dreee , 

etiquette, otc. !hit reachoa the lHaratoa aa well aa the Ul1t­

eratoa aacl achinoa a c:reatar aigJliticance ao a cnHnral nhiclo 

of propapada bocauao orHica lilte ODilher• 4a Almeida, tho pcot 

number ono of l!raa11 , a member of tho ll&tional .AcacluV of Lottora 

aD4 0110 of tho ouht&Dcl.iDC aooial ancl intolloctnal 11e:hta of the 

nation, 'IIIlo wrltoa a cla117 co~ in :araau•a moat 1Dfluntial 

Dowapapor , haa conaiatontlJ h&rp.cl on throa f .. tnrot of tho .AIIOr1COD 

moYie, f1rat, tho technical perfection of ..-rican oin..atogra~, 

the praYailiAg anporiori\1 of \he Aaorioan fil88 oYor the Jaropean when 

it .,. .. , to plot, ..,...-t , clirection, otc .• bocawoo he clU.. th&t 

.., '· 

77 

Regraded Unclassified



-27-

&II .AIHriO&D t1J.a 8:1 lie 1le4 'bw.t 1\ 1o lleTU r141CN1CIIUI \brgap 

"'" ! ail'lln ot lh .Urec\ora, whareaa - :Dlropeell t1I.a are 

r141CN101la ..,.lila\ \)).,. will ot \)l.,lr ..Ora, 'bw.\ Al•ld.a )).,a 

a\rtaucl •• a tblrcl teatu.ra ot \)).,. .AIIarloaa 100'11o \ho tact \)).,\ 

\ boy are 100rall7 cla&ll &lid. M )).,a prlll\ocl &llcl re-prlll\ ocl \ha 

c-claenh W>clar wblcb pre..,.bly \11e .AIIarloan tUaa ar• .ua. 

lbe~Mr 1le 1o r14J>\ o r wr<m,;, the polll\ 1o \bla - \lila Braa1llall 

cr1 Uc 1o &II ou\r1t;h\ pro-.Ua\ !or \))., .AMrloan !lla &lid. \ha\ 

aaana, ot couraa , t or \bo .AIIarloan o1•111aa\1on whlob ~ 1\, 

UDcloubwcll7, \buo 1o a tr••Acloua popalar acla1raUoll ! or \h1Dp 

J.llor1041D, &lid. wbo\bor \be • ono 1o ruponalblo or llo\, 1\ 1o a 

!actor wblob ca\ be kap\ 1ll allld w)l.,n llll\1~r1Gall ola•nte 1A 

the toderal &llcl c \ her gonrn.a~~~nh are dlaauaaocl or alluded \ o, 

'tho grow1DC alddle elaaa l n :Braall 1o por)l.,po jv.a \ ao 

'united. Sta\oa alndocl aa \M lntelloctv.alo ot wblcb w opol:>o abon . 

!'bo urban prola'arlalla and ,;raupa tond to tollow t)l., Prealdon\ 1A 

wbawnr pollq ho 1a auowlnlnt; a t a 1hon - • · ~ coun\r7 

workara haYo pract1call7 no aq or wolp \ 1A p>.bllc at!airw a\ all. 
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!bt Pr!a!Dt In\trpal 11\y.\loq 1p JryU 

IDot~Ch baa boon u.id. about \ha perooDal1Uu 1n 11rao111an 

political llfo \o CiTe an iU& of tbe prooont oitli&Uon rroa that 

point of now. In \heo17, BraoU now baa a corporatho ooootH~ 

\ion and in the laot 7Mr and. two •ontho H h claiMd. that 1n all 

oeoUono W.t Sao Paulo the llew Slate hao won adeph and 1o caine 

otronc. On tha other hand, \be recant exile of ouht&Dd.iJlC leadore 

froa north, central and. oou\hern otateo ~oto \bet tbe oppooiUoD 

t o t hio rect-o 1o otro~~& en~ to wor17 \be Proaid.ant and. that be 

hoa felt called. upon \o ol11111Dato i .u thio W1f one faction of t.hooo 

who would o.,.rthrow Ilia. llecant cablu •ue& .. t that the GrMD Shirh 

or Intocraliota Part7 i o atill actiTe and. nnw1111DC to accept the 

new at&t.e ot affaire. !here 1a undou.btedl)', •••n &mOJICI\ the maaaea, 

W.t 110ro particularlT amoJ~&ot t ho in\ollootualo and old-line llelloorato, 

a otronc nndncv.rrent of oppoai\ion to Prooid.ont Varpo which pro<lllcoo 

unroot and uncerta1nt7. !hi a 1o roneotad., of courae, in buinooa and 

b&Dkinc circlee and. a.QDCOt the thov.aand.o of co•...,.."' -lo7oe• who 

are coootan\17 in fear of political UJ>Ootl( and the la\oot priftla 

intor•Uon which I han receind. rr .. :Braoil 1o that a bl.c political 

upot\ 1o in \be offi.Dg and that pooo1 bl7 t be coun \17 aT be torn b7 

Ohll War). llecard.luo of the aitli&Uon oreatad b7 llr. Vargaa, 1D 

all prohabUi t7 :Sraoll wculd be co inc throt~Ch • period. of extra• 

political turbulence at this t1110, a.nrwa:t • 'the roa4Juot110.nh 
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broqht aboo.t liT \1M World War, \1M 41 .... V'av.o b.11\o17 of ooUoo , 

tM rap14 1AdlloV'11111aaUOA, IIA4 41olooaUon of :peoploo, \1M 

cllaD;te in oooilll 14au .,., cu-. IIA4 o\bar lone IIA4 ohor\.-~1'11 

tren4o wb.lah l>aft 'beon 41o.,...oe4 oloowbero, woal4 baYo orea\M a 

o1tuat1on of 1no\ab1l1\7 ba4 \bare 'been no roTolu\1on of 1V30 or 

coup d 1otat of 193'1. 

Dlaropr41Dc, too, \1M ~>"•.,...• ot \1M to\alUarlalll IIA4 

Japaneoo otawo, BraaU 11 coiDC \bro'Qcll a :perlod of II'OPiDC tor 

a pOlltloal fora of ,.,,.........,, 40nf or•'blo \o bor o\bnlo, ocoll081c, 

ooc1al IIA4 pOl1t1cal con41Uono. !b.lo 11 Juot u ....,. wl\11 repr4 

to llor 141lc&Uooal pollq .,., an 1Uu\raUon 1n \b.lo t1114 .Ul 

illual.naw \be oinaUOA ao a wiiDlo. I ll \be Oll1wreU7 of Sao 

Paulo, tor -"'• \be Braa111•• aro dlt1n1~17 tr7Uc av.\ too.r 

dittoran\ 141lc&t1ooal aahcolo - \be Por\ui'UH. \be J'ranah, \be 

Ge....., and \be Jlor\11 -lOAD. Af~r - 7aar1 of ~lab, 

J'roah, Ooran, and pb.llooophic and' lUorUT 1n.nunooo, \be 

Brao111ano l>a .. 4oc14od \o ootabllob a bieber o<lnoatlon of tbolr 

on ill order to forp a BraoUian \1JMI of o1rtl1aa\1on. Jill\ wbea 

tllo7 oo\ >ap \bolr 11a1wroU7 \bo7 caM to tile dlc1o10D \bot ~ 

\boaool .. o 414 no \ ponno M il of v.n1nro1\7 cal1Mr and tba\ 1\ 

• • o\111 nooooaai'T \ o lJipor\ protooooro troa abroad, loll\ ra\bor 

\ban upooo \bo•olwo •rel7 \o OAI oobool \be7 bon cbooon \be 

fO'Clr cr....,. which n l>aw -UoDid. 
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!hit 1t ut..-l;r oipU'icant troa ti>Ao point ot n ow ot 

" oneral IJni \ad Staho-3rao11 rolat1oDthipo . .Aa ;ret, ,.. dttiniU,.. 

dochiono lla,.. been - 1.n llru1lian pollUcal or COllwzal Ute 

and nerrUUJlc il 1.n • • u ..... uon ot tqllipoi .. , t or the u ... beill& 

equally balanced., read.;r to t eehr in 0111 direction or another. !he 

tot.al.Harian otatoo, J~. Groat Jrita1n and J'rance ap:pe.renU;r 

haTO real h ed. \ hit fact ( th~ \heir poliq -.;r be put of a 

pnoral projp'aa) and. are throwinc all their weight in\o ~ \he 

platea o! tho teal•• link l ower in \heir 41reot1on, 

'l'llit prondea the 11111\ed Stahl with an opporlwlU;r ot throw­

in" 1 to w icht into t i>Ao b&lan.,. 1.n ord.tr \o eo=teract tha preonre 

ot !or.tcn c011ptt1toro or owinc llruil d.ttillitel;r into an °J.Mriean 

•1•to ... , Wriean boinc UDdorotood in tho larger and Latin American 

oenoo ot tho word. I n thio od.ucatio'llal oHuaUon t he lone American 

pro!euor h \he onl;r 001t 1lbo don 110\ he,.. aD1 beck1ac tro• hi o 

connuoont. fl1e Ital iano, \he J'rench and oo• ot t ho Go..ano pt, 

in &441 Uon to their llruilian olllarioo, ti>Aoir IW'opoan oalarioo. 

Jnr;r rear• o een1..,. in Jraoil co= to d""bl" tor reUre•nt purpoo .. , 

thor are Ci'"n treo paoaap back \o Jnropo enr;r -r. tho7 ho.,. 

!undo t or takinc Jraoillan o twlento and protouoro on \ouro ot 

Jnrope, and. ohowr the local 11AiYere1ty wi th gitta. !he '"""rican 

pro!noor h now teeab!nc J.Mrican B1otor;r wi th boob Ci'"" t o \he 

11nhere1t)' o! Sao l'llulo b)' \he :rronch OoYornMnt, and. hh aoohtant 

who ohould be ·~ J.Ml'ican B1o t or;r in the lhlitod Statu • 1t 

• tud71nc that ..,bJeat 1.n l'llr io 011 a :rrench ocbolarohip • 

... -~ 
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J.o w ollall "" 1D uo\her OCIIIIec\1011, .. -.,. \bat ,.,... 

ot \boo to\ol1\orial1 o\&wo ba'fo azq ol.nJ.o\or oleolp on .lruU or 

LO\ln Aooerioa, U>io C'Cil\uro-ieerlnc ee\1'1'1\7 at leaot bao bro'CICb\ 

..,, \he abouce of olllllar eeti'flt;r oA \boo part ot \he 1Jlli\ed. 

Sta\Oo uci proncioo \boo kaoili&llo wHb a lnoroco 1D c11pl-Uo 

atairo wbiob tbq ban not 011Jo7oc1 up to \bio poat, 

J.\ tho _,, wbOI1 110go\1a\lono boo\00011 .truU an4 \boo 

United S\&teo open up, then aro oo'feral obort-tora \oncionoioo 111 

Bru111&11 Uta 11hiob ban a c11o\1Do\ baarlnc 011 \he oi\11&\ion ao 

a obole aJ14 obiob -..o\ be ...,,_ ill Orin tba\ noco\ia\lOilll a&7 

not go cOIIIPloto)T awrr. lo \ba tiro\ place, Brasil baa ollbarq4 

on oba\ 1o tor \he\ cOQJl\17 a .aot -11\o pro-, wbiob lo 

the opinion ot one of ito cloaroot \binkero, a&7 ru1D \he nation'• 

ooonolllc Uta an4 br1nc U to \he nrce of bankruptCJ. I)T. J.. J.. 

told • \bat he opob \o \he lllnio\or of war &114 \o OOneral Ooeo 

llontolro about the tooliolmooo ot uoiDC all of Brasil'• gold 

rooorno in oriar \o aalr.8 porchaooo of arao, par \:IT in 00-

(apparon\17 'bo""""'o ot the QOrau o011110ct1ono of a rola\1'1'0 ot 

l'reo1c1ont Tarpa) &Dei onco 1D poooooolon ot \heoo ~nh not 

ba'flJIC azq _., or oroc11\ wUb 11hiob t o uo ~. J.. J.. uoar\o 

that \he ceneral oora\oboc1 bio booaci an4 aaic1, 11'• noYer tboncbt 

ot tbat.• l'boo\her tba otoq io true or not U 1o o.,..\biJIC \bet 

co'lllci poooibl7 happ011 111 kalil an4 obow bow 'IIAOr~u 1o .W. 

ot Brasil'• official \binkinc &114 plannl11C• 
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!he oeooD4 ~"'1'7 (t) \rft4 h a,.. .. of u\1-to .. lpi .. , 

wllich 11 cllae 111 par' 'o \ho criiAiul :lraa1lluloaU• of JruUlu 

llto, 'till\ in part cla.e to '118 tao\ \bat \ho propepn4hb f.._ 

abroo.4 bo.Ye onr-.... cbH. \heMdfto a1l4 bo.YI 8ada 'h• Jrulllua 

realho oome of the daQcoro whicb \hq ban \o face. !he \bl.r4 1o 

a clo!1alh wanrlnc behoc clo80c.raq AD4 hoc>lu OD \he part of 

cer~ ottlolalo 1D \118 .BruUlaD Oonl'DMnt. !he !OIU'\h triD4, 

wllicb ..:t l>o- porauct 1o a now ri'fal17 with \he t1A1\ecl no."• 
o«r c.oUoa. 

!~ lao\ 1a \he tact \bat llruU 11 DOW C01DC throacl> a 

period. of trlolloi\ion 1D whl.cb all 1o u-.porar11T coll.t'luecl l>o\h 

o\hlllcall7 lollcl cuUurallT. !118 t.pllco.Uono of \~ lo.Hor tao\ 

uo utr•ol7 l.llpor~t . ,l\ \bl.o -"' no ono ill Jru1l kilo• 

1D wllich 41 .. ouon \118 nation 11 IIOYlDC nor aro thor• aDT olpo 

po1n\1QC \o tb8 new \Tpt of c1Y111aat1on whlcb llrull will conotruct. 

! berotore, 1\ 11 pracUoallT ._1111>11 t o oink ucboro lD\o aDT 

llrull1an lPI\UOlUOD aD4 wronc w expoot \baa to hclcl. !o liD4 

cr-at ,_ of -07 w a -\lOll 1D tlu: •- bo.r4l7 o.4rlaal>la f.­

U7 pci.Jl\ Of YliWo !o bolt\tr "QP \b8 pNI&D\ roci.M 1f \he -,jori\7 

are ocalA•' 1\ 11 \o o....n 1011 ot all .m.n tb8 HC1- fallo. !o 

CJ'OOa a DOW ..., or IJ'""'P will prOYI boo•J'IDCleh 1D o\hor ~· lor 

tho prooon\ ollor~Unl pcl1o1ea • - beet. 
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Incur$1on of "'aseiat• and Other llat.ione into AruU 

Pra?il, a nation larger than the United Stateo, has a sparse 

<>opul ation co,.puted a t from 40 to 45 milliono of inhabitants . A 

•wot ~ajori ty of these are Uli terata and poor, whieh means t hat 

'.!10 nation 1E I'OC~ally anti defensively weak , I t it cl a.l.med that 

tloere 1• rorc unexplored terri tory in t.hGt nation th4n in t.he rest 

or !Jle world put toaetber, and it is •ell known, of ccurt<e, that 

I'• J<nown region• teem with m neral wealth and raw rateriale which 

l!ld,•trial and ha·:e- not countrie! greatly desire . !!razU is one 

of r.'le til'>e• t poter.t i a1 I!Oarke t• in Arlerica and has been develop­

In" ~y leap• and bounds in the last 20 or 30 yeara . 

r.or t.ho f'e &nd other reasons Bratil hae 1'-ecoroe the "ocusing 

point. of ' ·he a t tention of many of tho notione of the world . Japan 

hAr ~laced at-out 175 thousand l.cmieranto i n PrazUion territory 

''nee 1020 and ••• de\'1!lop:l.ng, up until her war witb China , a t.hriv­

lr)l trMe with "razU. Prazillan alol"'lliste cla!Jn that tbe JapMe"e 

c<>lon1u nro ~o loca ted that at oor:e ruture t!Jne they could fora a 

united ~ clenr across ~razU and Peru ohuttjiV o:r the north 

frc~ the "outh . The re are MDnY l'razililne Who !oar the "Japanese 

porn• . Japa n has indull,led 1n culture- teerin>. 4nd has sent in the 

la ~t yeor a tenor, a dancer , en archeolo~ 1et, r J~pana6e CPtholie 

~iee ion, trade and other ~isoions, who have ROtten a great deal of 

n11bli eity and who have sought t o intoreet tho Bratiliano in Japane•e 

e1v111ratlon . The Japanese conoulate in ~ao Paulo is a .,..ri table 
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lege~ion and the conaul general (until recontl;y) wa~ a acholor, 

•• ntl """n a nd diplo"''lt who organised extr-l;y l.aproel'i ve roceptione 

an<! dinner• to whicll l1e invited tne elite or tho city. It wu ho 

who touncled the archeology sooiety of ~ao Paulo. Jn epit.o o! t ho 

I.on,o;ua~o barrier tbo Joponeta h8va bean ""'inentl;y suceeeetul in 

~•Hn• tt.e t:. ~ter side or tboir culture known and felt in Bt-azil. 

Tbo largest roroign e roup in t he nation ia that of the Italians . 

"hey have been official immigrant• tor mora than 50 yeare and have 

•cattered about in t.he southern etatee , though the ir ..ain head­

Gunrters are the city and state or Sao Paulo . There ore over a 

ltil lion first and second eeneration Italians who in •-err recent 

eime have hen ouhjectad to enon::oue propaganda froa ltal;y . l tel;y. 

eoo, indul&ea ir. culture-teerine en a large scale. There a.ro .. l>re 

than 10 Italian pro!eo•oro in tbo University of ~2<> Paulo . Jn t ho 

lett y@llr bro or tt.e outatandine Italian dramatic ear.panies played 

L~ ~he ouhtandine principal t beators of Bnzil, a nd hardly a week 

gooo 1:y that 801"0 eninent Italian eta tosman, echolar, poet or artist 

do"" not visit Brazil and praies "Rrazil and 111• own country . Thera 

i• a coru~tant stream or ~ra<ilian students and pro!eellOro t o Itel;y, 

and the Italian lloverror.ent i o extrer::el;y ~enaroue with orricial lapel 

decorations which are eo influential in veering t be opinion or in­

di n du&l Brazilians in the direction or the country whoee govel'tlllllnt 

beotowe i t. Ital;y , too, r.akeo groat w:o or tbo locll radio otat ions 

:.nd or her e~ort wa\·e station in RoH, 2RO. 
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a....,..,y playa a ei.ail.Ar ,-, tboogb nth a -'>at di1'rerent 

technique. It 1e ~ tair to sq that 801!>0 or the tears expressed 

with respect to the tund"""'ntal purposes or Germ~UV era not altogether 

abourd . It may be that llr. Hitlar himself baa no du~e on 

l!ruilian soil. lre are, however, dealin4 nth an historical trend 

'Which is o .. r 40 or SO years old. Eftr aimo the larp • l cratioc 

or Gennans to the State of Rio Grando do Sul and to other ot the 

· southom states or tbat Republic the re baa been goeaip of the pert 

which those states played in the plano of the German !llpire end ot 

He ~oneral staff. S•uel f'la&g Bea1a, in hie diploaatic history 

of the United States documents tha fact that evan before the be­

~ inning or the construction or the Panama Canal tbat the Onited 

St ates feared that Genr.any lfoulrl eatablicll naval hues 1n the Nn 

:".'orld and t bat as ear)JI as 1903 ohe bad des~e on t he State or 

~.io 'lrande do Sill. In one of the 1101t taaoue noftla ot l!rullian 

literature written in 1903 the author d .. cribea the Geraan peril 

ae it existed then, and at the tille or tho "forld War llra•il t ook 

etringent measures to curb the eotivity or tba Ge.,ans in the 

<outbern states and attar the r ntegralieta IT.Oftr.:ent or ~ 1938, 

when it was alleged that the Ger<>an !Zbeas, bad bad 100ra than clo~e 

dealings nth the leaders of the Bra•ilian Green Shirto, ll&asuroa 

were taken to ourb the activities or t he Gemano now acting under 

the direction apparently ot the Hitler govarment. 
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Goi'II\4ey' • use of the abort wave radio for propeganda purposes 

is nothing ohort of miraculous frCI!l the point of v18W o!' technique 

end thorouehnus in t he preparation or proer81<a !or propaganda pui'­

JlO"eS . Her programs reach eve~> tropical Erazil in the day til:le, 

bett or very often than the local stations themsel ves, ond her pro­

<;T""" in f psnish and PortU(lUOGe are calculated to be propa~anda of 

the cost d1r&l'111in!: ~ort . One of Gen:aey1e o:ost coo::t011 techniques 

1• to invite a 0 r8Zilil!n scientist or scholar to GertMny to o-J. ve 

h1n • royal good time at the expense or tho Gel'1!an Govel'NI'.ent and 

then to put b1n on t he radio to tall t he folks back ho,. what ho 

ha• seen . J'UrthentDre, t he Gen:-.an short wave stations cultivate 

individual Oemans in the "colonieo" abroad . They mention literally 

hundreds or people by name in var i ous parte or Rra•1l on:! Latin 

r~_eriee end t ry to ostabli~h that personal cont act which arounts 

to so nruoh in the dovelopo:ent of friendly relatione between a :other 

country and her sons or ronr.er sons abroad , In spite of the fact 

that the Japanc•e, Ge rman and It.allan countries have romed cysts 

tr.ey do have a large nucber or friends and often relat ives in tile 

"roz1118ll population and there is no doubt t hat they have converted 

"~ny Er~tilians t o ~aziam or to Fascism. It 1• claimed that those 

tt.ree gr nupo, too, are very close to the Oroen 51\irt pllrty and that 

t t.ey ·.~meelves or the goYern:ents they rapre~nt have hel ped to 

' i nance a moveJrent a~oinot t he e stabl1•hed regio:e . 
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(Re!lardlesa of t hat, haw•nr, I !moot definitely tr<D the top 

loader of one or tha parties in?Olftd in tho presidential ~ 

of 11')]7 that e ~roup of Gel'II&J\s offered to !inaJ>ca tbe CMpai«n of 

the party 1! the Stete of Rio Grande do Sul. were gben ita inde­

pendence ond were pe,.,itted to becoee pert or the Ge~n Empire. 

'Thi• 1• u authentic as anything can hlllO&Dly be.) 

Thooe ruotione it the)' have no a1n1oter desi&ns are caking a 

trerendoua bid to coptnre tbe trade or Latin Ar.erica and to brine 

Ute Lotin lz.erican• as close to t.hair awn ideologies ao ie posoible 

for econocuic rea110ns. Anain as8\Ring that tbey have no oinl.oter 

design• , We is due to the weU..Imootn fact that tha predipooition 

or LaUn l..ericeno io to trade with those whose govemmonts are 

oe<neWhat r~lar to their own. ln all the Latin American countries 

Where there are totelitarianS or a !CI!eWhat aristocratic group 

which io rul.ine tha roost, nui• and !asci""' automatically appear 

to ~e ltOre coc!or"Nble to local conditione than d£oe racy or eanmun-

1,.,. One ot tho reuona !or tbe "!'ccess of the totelitariane in 

•heir fi.~ht for "razil it preci .. ly this fact. llut ae we have 

Hated on co MnY occasions in tbi£ report, l>razil hae not aa yot 

1:18de her C!nal decision and u in a atata o! equipoise . 
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R•sic Considerations ot Brasilian Evolution 

The new or clo .. r relationships between tbe Un1 ted ~tetes 

and "rnil, it there io a sincere desire to place t h.., "" a acre 

realistic hsis , must be made to tit in with the 10ore psmanent 

t rend s 1n the political , ooeial and econcnic evolution of BrazU. 

~J.l or thAI .. naturallJ- have a very definite bearing on ..matever 

tie-ups present cla,y Prazi lian authorities 1087 contenoplate and 1n 

many instencee may run CCI'Itrary to t he sincere intentione or tho .. 

new i n power. l'!hen a trend i s definitelY in the directi on of na­

tionalli1ng all r esources and all pr<>duction it would be sxt..-ly 

unwi se to tnvast capital a s t hough t hAI good old da,.a were still 

at hand evan if the group now in power promises pr ivileges of an 

extre .. .elY liberal nature •• The trends are s t ronger t han the will 

of t t e individua.l s now ruling and though t ... porary a dvanta,::es 

might a ccroe in the lone run both the United States and Brazil muet 

~fer if tho trends are overlooked or not taken into a ccount. 

tll of the following lone- tel'lll trends beve a direct and in­

di rect bearine on the evolution of BrazU 1n the years to coee and 

will arrec t vitally (or slightlY) , but in s ome faohion, whatever 

agree,.,.,nt o are reached in ·: aohington with fr. Aranba . In this 

instance the objec tive and outside scholar rrAY be core or a realist 

U..an ths Brazilian dipl01111t bimself and tbougb hAo NY state boldl.T 
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and loudlf that Brasll wants eo and 80 ha M'f be wronc ancl ..,.....,. 

'Y wish tnirll<i.ng. He and ,..IV llruiliane qy want to adopt a 

policy or program now but 11' the trend 1o in the othar direction, 

t he United States, Wll.efta it 1e 1f1l.l1ng te al.ter tba course of the 

t rend, would be extremelJ' unwise to buc'k the tide. A a 1111.n;r of 

t he•e are self-evident trends there ia no need to document them 

and they will be merelJ' Ul!ted in order to complete the picture . ot 

"TUil today . 

(1) Brazil is a netional.ity in formation where Europeans, 

tf rican& and Indians ae well as modem im1111grants from Europe and 

/sUI are bein& welded into a •race•. As yet there ia no •Brazil,• 

•Srstillan public opinion• or •Brazilian people•. Thb moans that 

the United Stetea ?overt~~~ent non tbout:h negotiating with the Federal 

Government or Brazil i e actuallJ' oegotiatine with a man and with a 

VOUP of Mil who in this epeci.Cic inBtance happen to CCC>e fr<a Rio 

Crande do Sul, a state which has· had little contact (much ot it 

vi olent and revolutionary , ) with the rest of Brazil. Tile probleme, 

point of n ew, psychology and epeech o! the Rio Grandaneee are 

di!ferent tron that o! the other Brasiliane. r;argas and /ranha 

Mel- of cour .. to repre •ent all Brazil but regardless or their in­

tentione the rest or Brazil or many parte of it do not recognize 

~heir .. oice nor their ..We ae a pe~ for all Brazil. IISJV e'V811 

laugh a t t he President's pronunciation o! !! when he •aye nacional. 

llogionalim 1e one ot the moat i&portant influences in Brazil' e 
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political life. Thongh the tendency tcwarde central1zat1011, the 

development of a nat1onal1t7 and or a •race• are facta, they are 

the ·~est 'lfOrldt>.g or all the trends. 

(2) Since the ·~orld l'lar and more parti cularly since the de­

preMion Of 1929, (really 1924--25 for Bratil becauae then the price 

of coffee began to hit the sldds) , Brat1l baa moved in the direc­

tion of nationalizing ita wealth and production. Thl.e bas been ac­

celerated by Vargas and in epecitic instances speeded up since 

No•1ember lD, 1937. This ia a Latin Alnerican-nde trend which 

ends t he sood old dqe and imposes stiff requi,...,.,nte on the to,.._ 

e ign i n-.eetor, exporter or iaportar, banker or insurance broker 

or business houee. Brac1l has recently taken a whack at foreign 

oil and other forei"'\ interests and the probeb1lit1eo are that she 

will go e • .. n farther. In ull)' casu purely penonal, local or spe­

cific factors are inYOl~ but aa .long as they tit into a general 

trend the other more ephemeral expleMtione are or little l.JIIportanoa , 

excepting to the actual intareste burt. •Nationalizing• is used in 

the Pru1lien sense. It ..,ans transferring the "'""'rahip of a to,.._ 

ei~ concern into llrazilin banda by purchase, decree, euppropria.­

tion or by whatever other means 80ems moat expedient and getaway-able 

nth at a P,iV11n co11111nt, or by imposing the requir..,ent that a certain 

hi•h percentage of ""Plo7eea and cUrectors be Bru111ans. Though 

there are ways in which the u.r can be circ\lllftntad t he recent tendency 

has been to tighten up and actually to natiOIIalite banks, business 
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hou~e! 
1 

inBW"&nee companies, school~ and clul'la though the nationa1-

1•a•.ion or t he l& t.ter baa political and cultural ngni ricaoce r ather 

Uwn economic . 

()) In additi on to tile two above rectors , It munt be said that 

~r~1.1l ond the "razilians are -;oing throU~:h a process or Prazilie.n­

i >a t.!on and •A..,ricanizaticn• . From the point or view of t he rela­

'.ionrn< po wi til the United States, t hh ie one o• the 11>ost important 

reC<!nt trends which has eVflry indication of becoming core and .. ore 

r.idc- ryrcad and c:ore a.nd rore characteriStic or the people as a -.hole • 

.,. roJ'e Frtdlian and ' urican the Prn !l ian • boc«:e, tt.e rore t!Ey 

.. 111 'And to veer in t he direction of a clocer tie-up with the Unit ed 

ft•t•r ond with the polici es which 7aehineton eeeme to be espousing 

•t, t hit po rt1 cnl er 11'oment . AS this proceee ie on the upturn ;lust 

r.<'• and an the l'r azilians are fee ling their way towards a """ type 

or dvill>etion (for thecselvee) any direct or i ndirect help of tho 

~·r.i+...ed ~t_a'".en which ean te ,uiven in an~er t.o d11"ect. rtquee+ .. s frop 

' .h re, and wU ch in no way can be interpreted •• heine either uil­

itary, econol:'ic or cultural imper iali .. or ure propa•anda 1rould 

tend to accelerate the procee~ and e14!ht ote.r "razil defini tely 

lnt.o the deMocratic colu::n and " oro eolidl¥ into an • •morlcao "Y' telr" . 

"'J •Frazi11anioat1 oo" is meant the proeo oo or ehurnlng off t he 

;:uropoon ven .. er and !'.'uropean preoccupa t.ion• and prediepos i tions or 

the ~ntilian and the process which mok ee him proud or b1e own coun­

try, custom• and culture even though they ~ l!!ee attractive than 
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thO!O of nations oftrseae which be admiree. It is a process which 

is l!'.ora natural tbe.n art111e1al and one which, though producing 

a cruder and J'CU4her t)'J)I or ciYiliE&Uon, tor a tiM, will he 

1n t he long run a tar more stable chili~ation than t ha t which 

ba~ existed heretofore because more natural and looe Art1fic1ol. 

Qy "Amerlcan1ution• is ~~:eant the two-fold process of malciJlg 

Eru111ana r.ore and IOlON aware or the !act that t~.ere 1a trueh a 

thing " " a n all- Anrican civilization distinct frOt!l that or Europe 

or APia , end !hat for the Ume bei ng at leaet it io a o1'0111zat1on 

or which all who partake or it can be j ustly proud. 1/aey Americana 

1n this wider sense or the tam ~o<erican are he~ t o poreill.ft 

that all /ul\erlcan cond itione hne tended to dewlop caron out­

look~, c~on neede, common tradition~ and other co~on experience& 

whl ch ral<e all of t he Arlericano derpite the great di!terenceo bet. en 

tt""' more a1aUar to each other than they are siJdlar to the Europe an 

or A•1a t1c. 

'l'heu t wo proceooes of llrazi11an1zation and Amorioan1zat1on 1n 

the,.,oolYoo would never ca""" the Brazilians to &811oc1ate t t-oelfto 

more clooely with tho United ~tatea than with otber nations alone 

but 1f advantage i o taken of t he proceooe o 1nt o111s•ntly end oP­

portunely, t bey will aid the United Statu 1n winnin8 oo>e or ita 

r.ajor objecU'I'eo 1n ita Lat1n-Al<eric&n foreign policy. 
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The second aspect or Americeniration ie one which bas been 

rl iocu•sed elsewhere and comes from the imitation of both super­

riclnl nnd other aopects of American life becouse of the influence 

of tt.e ~ov1e , the returned stude nt , and the o~portation of American 

""ok•. 

(4) Ever •ince the world-wide depr~ooion and ~he ass~ption 

"' por.er by Var ,;as in 19JO, he Who c..,e froo a oouthern and not a 

co .. ree stat.e, tte ~ederal Oove:nm;ent has prePehed the necessity" of 

crop d1ver~ification and bu done What it c~ld to widen the bose 

o' • ratUian econOO\Y. •1argas peuonllll,y beccme very ~ruch inter<stsd 

in the plantln- and producing of cotton in lareo part because he 

r•lt that thl.e WO\tld dim.ii'>iPh t he pOI'Ier and strength or tho coffee 

• tot es ; cotton se~ed to t hrive beautifully in t he north out side 

or the coffee arens . M soon, howe·;er, •• the l'aulist.s• began 

vrcwi n" cotton t he:!4.Selvee even l:e~een the coffee trees, ·.rargas 

rode en at.teltpt to develop the cacau induotry in •ahia, and has 

obo rortered the dovelop:oent of tt.e cl tric fruit industry in 

"e..tral "razll . lie has also done all he could to procoote the plant­

In and production of • heat . 

I n the la•t few years the induotr18lizat1on of certein sec­

l.!nno or Brazil hns gone on apace and one of the main economic 

odvieoro of the President is Dr . ~oberto S!monoom, • Pa\lliota 

lndu. tr1nl1ot who seem.in~ly has little connec t ion with t~e coffee 
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planters of the etate. Even thOUgh one or Vargas• aain al.aa is 

t.o emancipate hlJiaelt trona the influential co!tee rroup as loJ18 

•• cor roe is •till the main aource or Brazilian revenue and wealth 

ehe 'ederal Government bas found it necessary to interest itself 

!n the corraa indu.atry. Just prior to the coup d'etat or Nov.,.ber 

1037 arter the failure of the Pan-American conference or the cortea 

rutUone, in Havana, tha situation or the cotr" etateo wor .. ned 

ra~idly dq by day and it bee.,.. apparent to all that drastic 

meaPUNI& aurt ha taken . llrezil iasuad a virtual ultS.tWD to the 

other coffee nations in Aurica and announced to th<D that they 

ou•t either coopers t.e with llrazU or that Brazil would let down 

tho bore and flood the rMrkets with her product, ourplu•e• or which 

•ho hlld to burn end had t<ten burning. The other na tiona re!'llsed 

to believe that Prazil was s incere but erazil lived up to ita 

pronlta nnd opened the gates of cotrea with, or course, t he l.l!me-

di.ate result t.'>at the price of coffee fell and oven though the amount 

0~ "razilian coffee exported increased, tor tha rirst tiJ::a in rive 

or aix years SrazU bas bad an adnrse balence of trade. llrazillan 

•conOt'lirte are or the belief that this aitua~ion 1• t emporal")', 

and tho t soon Brazil will not only recapture the marko ta which aha 

has lort but will be able to influence the price or cortee and -
th•t ~ore exchM~e will pour into the country than baa cOI!le in for 

na.ny yeare. 
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It i e polltica~ si«nifi cant, however, that wbate'f'ar 

Pre•1.clent Varsas bas done for t he coffee plant e rs and the cof fee 

indUlltey seems to have been done grudginBly and only when it appeared 

~hat t he ~overnmsnt's awn main sourcee of i ndirect and direct rsv­

enue would dey up. 'Ibis i s an ovidsnce c r t he lack of logic in 

the whole sit uation . As long as Brar.U relies on the exploitati on 

or corree f or a large percent or its revenW!s , one would telleve 

!.hat at least t he Federal Gove rment would nuree the t particular 

i ndUlltey, a nd though Vargas ca:oe to the a1.cl of the coffee planter 

at the crucial a:Qitent, he has acted with respect to them as he 

hAs acted with respect t o the United Stat es . Either bocause or 

ht~ Antipa.tb,y for t he United States, or for the coffee growers , 

Proe1.clent Vargas has done little t o cul tivate the Bood will of the 

notion which has poured 1n t he bigge st m oun t or exchaflle whi ch 

l'raz11 has recei'V'8d from abroad or that or the Peulist.a. If, how­

ever 1 what he did in the caM or oof!ee ie &cy indicat ion Of What 

he will do with reference to United St.at eo PruU reJ..atioMhi ps, 

he can be counted upon to h ek hie negotiator• here in 'Ta l!bington 

and ee t his seal of approval on a closer tie- up with the butter to 

!'.is broad . 

{5) Another t endency. which "'"" t be taken into account has been 

t.he t rend i n the direction of political and econani c centrali• a t i on. 

Thi e i s an old Prazillan problem due to tbe hiet orical antecedent s , 

ond to the J..ack or adequate 1!188DS or cOitiiiiWiieation betw:ren the various 
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region• of tho country. In some r oopecll! even toda;y, Brazil• a 

in'.ornol 11'• i~ cot~parable to that amo~st forei'!ft nations. 

oovemora or state interTOntors have what virtunllJ< &llount to 

e::tbasslos and legations allocated to each other, and a:oot poli t... 

leAl movements in Br azil have been tho result of combination• 

a~on~at the~e State s dmin1atrat1ve o!ticers . Some etates have 

custl.)~~ dutles or barriers tor the ~oods cca.ing in fro:~ other 

s tateo and until 1930, man;y of tho atetos CO\lld make what "BrB 

t.antamount to troutieo with ~oreign n& tions anrl to 1!181<8 loans 

abroad aa though the;y wore soverei'!l' states . l.'uch of this has 

•een chan....,d •inco lO)O but tile a:ove.,..nt was greatl;y accelerated 

by ~he coup d'etat or 1937 and with one exception, today all the 

•tote tn•.erventors ars hand-pic~ad appointees of President Vargas 

•nd the onl;y exception was and is one ot his honcmen an;ywa;y . 

"1\e c•notttut ion of 1937 very de!i ni tel;y contral1ros all pour 

into the hands of the " adoral Oovo,...ont and mors opocificall;y 

Into that of tho Prsoidont himoalf. Part or thio wa s a vary neces­

f'ry roror:a in the J!Olitical and sdainiotrat i.,o s i tuation or "ruU 

~nt put or it ms been to nulllt'y the power o! tho Poulietas a"d 

t~ etalona te t ha opposit ion. 

(6) Part of the a~vo trend ia oxplleabla by a nother which 

1• ~portant in its econ..Uc, political aod social implications . 

' 'adem tendencies have tended to breo1c down the old colonial and 
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!Jrperial props on which the republic r ested up to and through the 

·~orld "Tar . Tlitb tbe abolition of savery in 1888 and the tirat 

big collapse in tbe price or coffee in 1924 and 1925, the old 1erge 

larded aristocracy of !>rasil t-egan to crack up and though tbie bas 

t.onded to promote the eubdi•tision of the lorgo landed eetotee, i t 

produced a period of transition during wbieb no subetitutee have 

yet been rowrl tor the statec:en, political and cultural leaders 

w'•ich that old aristocracy developed . In the political econe toney 

>-here are none or thoM groot tower ing fiRuree which evon in 1920 

dominated the intellectual and political 11 •e or the nat ion . 71ith 

' lte breakdown or this aristocracy. a ..W.l aoiddle elaes bae begun 

to appear and under republican i nstitution• , individuele fro" tba 

lmrar claeeoe have begun to 1'1ltor throueh to the t.op. But aa they 

did not poneose the wealth or tho ariatocracr, they were forced 

t o obtain t heir education in tho racilitiee available at home and 

the•e were notebl7 inlldequate as compared with the European and 

llorth """rican achoole to wbicb the scions or the old familioa had 

a•ne !or their educations . In addition to all the other crises 

t hroueh which l.!raztl is now goin&, it ie also going through an 

oduea tional and cultural oriaoa 1n part duo to tho breakdown of 

tbe old ragime . 

That has e'<J)lained in particular a leftward trend in aa~ 

.actore or !lraZilian life anCI a socializine tendenc:r on the pert 

of Preeident Varga& and eon or l'>is aides, Whon Varga• came into 
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P<l"•r there were IILBllY who aaeertod that ha had belo"!lod t o the 

r,,..,..un.ist Party or that he was extre,.ly leftist in his ideas 

and ideals. In any event, he soon realize d how ficklo was tho 

loyaHy or the army and of many other elements on which he had 

•ountod for l'npport. Accordinely he or.odo a definite play to 

hrl n• tte laboring Nn bot h in the ci t;y and in the countty to 

I <• dde and the :lraziliens assert today that their countr,;. ie the 

.,_ which hae the big'!"St progra::o of SOCial legisla t ion of 8J1y in 

th• world uve perhaps Russia . Alone with thi• trend in the diroc­

t,!on or fo·ror ing the working man and protectil'l!l hill aqoi nat the 

e-,ployer, a raet whi ch causa. red hard•hip" in otores and in-

due t r i al plants , so it is eai d, in the t>ig citioa, and which 

doe P ef fecti vely prot ect the worl<er a s ha has never been pro­

t•ctod befor e , is the f act that this social lodelation, in many 

i n~~nces, was neither needed nor desirable, because conditions 

in ratil in s pite of a low s tandard of llrtn3 were not ccnparable 

to thote in certain a1n1ng and industrial areas in other nations 

•!loN~ lAwa wore • omewhat i.adtatod . Lettiam in l!razil, though 

recent and artificial, is a factor which a rtecte A:-eriean prop­

• rty and capi t.al interests in that nation . 

Alon• with this movement and clo•ely 8ttocbed to it has been 

• rather wide-spread trend in the directi on of rehel'>ilitating the 
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darker racea i n Brasiliali lite. Since 1930 a hrp mlllber of 

echolars have begun to study, to praise Md to attr ibute much of 

the finer thlnea in Brazilian civ1li•a tion to the Negro and also 

to the Indian . Thi s teodency fits in with eimilar t rends in 

other parte of Latin A111erica and =•t be taken into account when 

• ny l ona-run view or l'lrazillan evolution i~ confOidered . Though 

~>tore 1e little possibilicy that political or econcnic power 'lril1 

!le shi rtod !1'011 t he whites to tho darker r aces, nevertheless, it 

Ia quite pos l'ible that t ho darker ele .. nh wlll plq an ever greater 

role in !!razilian lito and their policy 'lril1 probably be more and 

"-Ore inward than outward looking. 

(7) In t.he field of international relationa, tho rivalrT 

with Argentinll for hegemony in the South AmsricM continent must 

!'6 ~eken int o a ccount because it is a constant r :.ctor . Two years 

·~o t he then minist er of Justice who had been foreign ainister 

;lust before , seriously discussed the Arsentine plana tor an inva­

•1on and an attack on !!radl. ~antaatic aa lt ,..., ha .. e aae,.d, 

t b8re ware =<>der ate and objective " raziliana who belleftd sincerely 

i n the poPaib111ty of a war rlth Arsontina . Re~ardlasa of this, 

however, the two nations have been diploma t i c and ail1tery rivals 

from the l'<lr inning of their indepeodent histories snd were even in 

colonial tl.llles, and i t is joldn•ly oaid that anythine tor which 

•razil s t ands , Arsentina will automatically oppoea . 

!00 

Regraded Unclassified



- so -

In the co~e ot Prazil- United Statu relationships Argentina 

playr &n i"'port~mt and poeiti ve role. .7hen •,he (lood Neighbor 

Policy •ot out to conctuer the ! riondship of all or the Latin 

'l'('rlcon •tate• , including t hll t of •·r p.entinn, the "r azilian. •BY 

t:te•t Clllml;r advised the State Depart.,ent that their e ffor ts would 

nrove fn•Hleos and thll t it would b<l a eerioua "'.iotake to throw 

inti> ,'eopardy the friendship o! " raz11 in order to win thllt of the 

-~entlne ".eiNhllc. ;'orelgn L'inater L'aeedo ~oarea clai= that he 

... med ''r . 'loosevelt llilct;el! about tho fooli\ardines~ or tryine to 

win o•-cr the ~r'j8ntine !Jlnister ~eavedra Lar.aa (a ooycl•opathic 

Cl\:'e 1r there ever was one) . The ~ tAte f'ep8rt:nent, howe,Jer, per­

oletod , • nd on three or four different or casinn• , it has listened 

to Ar •ont i na and tacked down on Praz11-United 'ta tes projects. 

~t.r each one or the~e incidents , Praz il hn~ ~ee~d to move clo~ 

t? t~.e totalitar ian stat.~s . Sven t.houc;h this ~ have b<len ror the 

l"'!!rA e •rect, it has bad the act u&l re.W t o• widenin> the breach 

'"•~eon a!thinPton and 'Uo. Eec.aute or the pre!8 reports Which 

COM rron Lto-,a , the !'rni lian nat ion becal"8 rath<>r violently anti-

r ·entlne and jlll't nmr apparently Argentina appear• to '::e pushing 

RrA:il into the a !'!II~ of the United States . yr, hcmever, as a re­

rult or the negotiations a'·out to 1-egin, the United S tatee should 

•·~ tn ~AO\c down because of Ars ont i ne pr oteste, it mi1ht ma.n the 

defini te anrl permanent loss or Prazilian friendship . 
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(8) llbat has just been said tieo up with , "on other long­

tam trends, the longstanding friendship with the United States. 

eruil and United States occupy similar positions in Alr.erlea w1 th 

rM))Sct to eize, l.a.ogua&e 1 culture and many of their problems, and 

up unt il recently there wae no eeonaoie or e<m~ereial rivalry be­

tween them arx! the econa:tics or the two COW'ltries more or lese: 

co"l>laoented each other though the balance or trade hes always 

been in favor or Brazil. In any event, one or the c"""'onest 

chrasee at all public J"unctiono in Which repret ent&tives or the toro 

countries hllve been involved bas been the •one hundred 7<1ar fr1ond-

8hip l'etween the two". And the tendency has been for this !rlend-

Q ship to beco .. .e stronger . Brazil declored war on Germaey and later 

lort the Lea!l'le of !lations in part tn ploaee the United States. 

n woe !lrazil that defi~itel)' .avod tho ~ltuation at the f"eaco 

~on!crcnce in 1936 ~nd that &PJ>Srentl)' did I!Nch to keep t he Lim& 

Conference r,..,.,. blowing up . 

'n1e Alterlcan c tate !:epartc<lnt , however, bas asSUI>Bd that 

..,. .. 11-llnited State s tr'iendsbip is • o etrona and GO J>er-...anent that 

it need not be cultivated or nursed . 'Ibis i s a f atal r.:fst.ake !or 

two r ea oon o, 4r.l0ng&t others. In the f irst plsce, t he Latin psychologr 

or tho ~razilian de!l'.ands conotant conrete expreu i c:-ns of f r iend-

l!hi p in order t o keep it alive and because in the meantime, other 

nations have played leapfrog with theml!elveo or with each other in 

order 1o wean ernil away from the United States . Regardless ot 
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everythilll! else , it 1e only natural t hst a nation like Brazil , 
oorely 1n need or manufa ctured goode, agricultural aplements, 

railway mntor ial , road buildine notarial , and automobiles , etc., 

and eurrar1J1!! from the exchange situation which maloos the J7Ul'­

chn.e o! zoods in llort b merica almost prohibiti ... should ba 

inclined to listen to the blandielunants or European states who 

ha•·e sWlsr c..,..odit1es to offer and who indulge in a great 

d~al or culture-tearing and barter 1n order to carry t hro1lgh 

their trade agrea:oents. 'lbe"" coWttrias haft pro'fided Prazil 

wi ~h an inde pendence and a lsverao.e which she has never pos­

saoead before , and which e1111n 1r there ware no 1"ucistic-m1nded 

individuals in the Braz111an Government would tend to draw 

"ra•i l closer to thoee overseae rivals of the United States 

and oo.,ewhat away from a Brazil-United States axis. 

!toot thinki"!! Brazilians , b01<over, as hae bean Mid 1n 

<evar&l plseee in this report are extrer.:aly .,...r for a ·.ras~ton­

Pio da Janeiro axis to ba fon::ed in the ...,. world , and they 

hope that i n both nations efforts to cecent the old traditional 

f riendehip will bo auccesatul and that this source or uncer-

tai nty will be removsd . 

(9) Tho JJ>at long- to.rm trend which baa a bearing on tha 

pre•ent and future evolution or Brazil is the question or immi­

•ration . !lruil ie a eparaely inhabited count ry with a ~eed for 
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ram and taeto1'7 hands, .nd which 1mtil l9J4, wdeo•d the toreigD 

iJr.ld£T&nt 'odtb open al'llle , Prior to tha t date , several hundred 

thou~ands of OeM&ne, Italians, Japanese, llear !astemero, S)'rlane 

and Turl-a, and since the war Centrol Europeano, and l"Ore recently 

uet"'l'an arrl Auatrian J...,., • • well as Rueaian ren>geee hua poured 

into the nation. And though in 1934 the new constitution virtually 

put a etop to imoigration in" order to Rive the meltill!f pot on ol)­

oortunity to Relt, a large nUIIIler or t.Uerante an still entel'­

in3 "razil and there are active voices raised in behalf or lower­

i:ll! the bars and letting &Yen 1101'8 1Jm1Qante into the country . 

Tbe big probln raised by this proepect is tbat due to the 

laxnoa• and actual poverty or precediJV! acbinietratione in !'rezil 

~he 1"'ll18rants who have cO"'<< in in tbe past have tended to con­

~regate in cyets and to reproduce in Br .. u a type of li.."e si milar 

to 1.1\at which they lived at hone. '!'Lie is or course &Ore true or 

'he non-L&tin colonies thnn of the Latin, who because their 

languaees "'""' similar to Portuguese , 11:0re or lass auto.,.tically 

r::e::-ged int-> the !rill!fOS or Rrullian Ute. The "•""""• arxl the 

Japme"-& , however , have not been aeaimilatod, arrl thoU«h the 

J "Po'lnese cla1JI they would l11te to becme Praziliens , they too 

ha•:e their school s , restaurants, no• spapers, arxl a life which ie 

far !'OI'<I foreign than Brnillan. t t he preae nt tiRe, root an~ 

able aources or iamigranta are precisely the ao-called have-not 
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nAtions, Oermany and Japan , Who accol"ding to • .,.. rePOrts, would 

vlodly send o-..r more l.migrante to Pra&il, In new, ~~owe..,r, 

or tho !act that tbeir :nan pcM'er 1• needed ot b...,., ...,. Pras111ane 

h&ve per ceived in this willingness to export men to Brazil an 

evidence or milltuy de eigna or plots and that the new 1Jnigrents 

a!Pht be nothi111! more ncr lese than ooldiera. Re&ardl. .. e or that, 

the propeganda or the totaliterian . tatas was !iret applied 8rl0n&et 

~!le~e iJiniaranta and u lon.:t a o they ....... in unaeeiallated, t hay 

conoti tuta a problem, 1l not a danpr tc t he peace of tha !lew 

iorld . 
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Brpll - United Statee RelatiCID4b1p!l 

Introduction 

Tho onl,y mut~ profitable international relationahips are thooe 

fr~ baNd on the reelitiea . Hitherto there bava been r- , or no, 

factors or forces to teat the str.ngth ot the tiea wbicb bave boulld 

· ra:U and the United States in a traditional triondob1p. The United 

St3tcs bought a large pcreent468 of Brasil's coffee in a trade which 

has nln¥• been favorable to BruU; Brasil and the United States 

occup1ec1 with respect to tho Spanigh-opoaldng republica ai3dl&r posi­

tions; tho Brazilian Elllperor, Dom Pedro II, was a sreat ll(biror of. t ho 

United Stetes as was ~ Barbosa who formulated the republican conatit1>­

tion o! 1.891 which be adeptad frat tba -'-rican charter ot 1787. PopiiUr 

as wall aa o!ticial friendship leaned baavil)- in the c11rection of the 

United States and Brazil declAred war on Cerman;y to be on Uncle Sam • a 

side in that contlict . This situation of n lone friendship with the 

United States lasted down to 1930, almost unabated. Then several oecur­

ronces took place which now nppronch a lllinor (or major) climax with tho 

approachin& visit of Fore~ l.lin1ster Oswaldo Aranba. And as all 

il>.fomcd people know these relatiODahips have reached " crucinl atate 

1'l!!ero aiootepa and mistakes uy prove fatal to United Statos- l!ruAi&n 

cordinli ty. 

Do 1930 Cetulio Vargas won tho first ouccesotul revolution to over­

t..'>row a l!ru1l1an cCID4titut1onal sovllnl*nt, this three da¥• a1'ter 

;";sahinBton had backed the other bcrae. In 1933 Hitler e..,.. into poorer 

nnd in the 3&me year the ()ood Nei£hbor policy began ma1<in8 a pl~ lor 
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Argentine tri...,•bip ccat.r..,. to tbe ..trice Uld denree ot BruU. 

Every pro-.l.rpntine ..,.,e at.retchecl. the breach betww.l Vareu Uld 

Washing too and opened wider the gatee thrOU&h wbicb tbe to tali tariUlll 
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and Japa11eee pr~ wu poured 111. In 19)6, at tbe Peace Cont.....,ce, 

BrasU bopec! tb&t abe bad wca tbe United st.etee bact to the told but cc 

two or three sub-nt oocaaicma the United States hu listened to 

Buenos Aires rather tb&D to Rio ancl haa enlarl!ed atul 110re tb& grCJWi.tli 
gap between tb& t.o nati.ona. 

11' tb& imi.tatian to Sr • .l.ranba is a recofiDitica of· tbis situation 

1 t coneti tutee a potent1&ll7 illportant etap 1n the right direction but 

one frcuebt with great ~rs bec&uae of long and &hort t.n. trencle 1n 

Bran!, because of the perecnal equations in'rolftCI, because ot tb& internal 

situation 111 SrasU at the ......,t, beoauee of the campetiticm fl"'OII 

abrosd , beth COilll!8rcial and diploiiiAtio, and because of a eantimeat&l and 

unrealistic Brazilian (end Latin Allerican) policy of the st.ete lleplrt­

..,t, excellent 1n intentione ancl deaarrtng of great cred1 t far ra.thw 

remukable accoorplialaente but one which u:r CClllle a cropper 1! tbe 

United States ebould win all of Latin Aaerica but loee BraaU. 

To lose the onJ,y eon8ietcn~ gOOd friend and J>eichbOr tbe United 

states bas bad 1n all Latin .&Mrica tor over a lnmdred :rear• 1IOUld be 

lamentable frCIIl ever:r point of rl•· Tbe eooDCllllic and tinancial stake 

of the United Statea and ita citiaena in SraaU, tbe present and ~ 

t1sl trade and otber con8iclelrations 1n tbie field alone - a cb•ll ~ 

and decand that epecitic attentica be ciT&n to Braail-United Statea 
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relationships. 'l'bey tb...,elves are worth proserving. In tne field 

o; the imponderables, however, the et&ke ~ be even ueater because 

rrazil is the key to the American eyst""' which the State Department 

M <l the President seem to have been buildina up since 1933 and 1936, 

Oil(! like ~texico o!fors a crucial teot case or American ror e1an policy. 

Drazil has been the focus of the i nterests and contlicting •isms• 

t~.n t see in that republic a vast, sparsel,y populated territocy, teeming 

with wealth and natural resources, end which tor the mocent i .s 

intornall;r weak !roa the military, sOCial, political, and econCIIlic 

points or vift'. At the lliOtlellt Bruil ie poised on the renee between 

3\~ropean :'asci.., and American det>Oeracy end is be1na pulled 1n two 

directions at the some time, a pressure which she cannot rt thatend for 

much len~;er. Brazil' • long and traditional friendship with the United 

States hne begun t o waver, in part because or the tremendous preasure 

which she has been subject ed to by Japan and the totalitarian states 

r.nd po.rtl,y becnuse of the policy or T!ashinaton with respect to Argentina 

as r ill aa !or other reasons. 

The Latin Alz:er1eon or spee1.ticall,y the l!ru1llan policy of the 

Uni v-d States Govenment ~ be or a twofold nature, one 'll'hich leads 

tho t:n1ted Statea and i ts citizens to adapt thair policy and ambitiona 

as much as possible to lon~; tel"'l trends discernible in Latin American 

M d Brazilian evolution and another .,oro opportunistic which acts in 

the preeont tor the pres ent and which has no pretention• at being 

permanen t or fundamentall,y sound. The first requires expert guidance 

:.oa 
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on tlmc!-tal :t.UA ~c., tNDda wb1le the •- d-.ncle the 

experte t.oo, plue a !~g, wid~...U. IDd liTe diplc.aq 'llbich 

acts aa f aat 1! not !aater than that o! the totalitarian atatea. And 

t.he latter act like~· 

United states' inter .. ta no utter wbat their nature, whether abort 

or long term, are not aa!e in Brasil or :t.tJ.n Allerica 1! th.,- clearl;r 

MID counter to local treoda • 1'be achclar knew aa tar baclc aa lBS7 that 

~exico would, 1n ~ prob&b111t1ea, arriYe at tha policiaa adopted 1n 

1934-1938· ~.., 1910 the hanclllr1 ting baa been on the wall IDd wbat.rfer 

one may think ot the method, juetice, leial or other rijlhte ot the 

llexicana to proeeed aa thaT have with reapeot to !oreiBD owned propert)-, 

no Ol'le 1n all cooacience can claiJo a!ter tha 1917 Conati tutim that the 

Uaxicans did not giTe due '11&1'1\ing of what their nentual poliq 11'0Ul.d be. 

'nle present di!ticulty ariaea tr... the fact that no one believed the 

l!exican people, no one atudied the tnmdo, no one, or t•, pulled out 

1n ti.lle. All ~atel;r CQOC&rned bellned th.,- could b~ the admnl.atra­

tcrs into dieobeying the law. 1'hie waa poeoible t or a t11De but not aa 

a pel'lllanent Mthod ot aolTinB the probl•· 

1'be cue ot llraail 11 jU8t aa :lapartant, 1t not 110re 1aportant, u 

reepecu the tuture than waa the cue at. t.he tt.e ot tha 1910 llexican 

revolution, In relatim to llraaU, preaent. ahcrt and lonB term Allarican 

policiea wUl 1ntlueuce the couree ot BruUian nolutim, the world 

eituetton, the •AMrican ~· IDd apeo1t1c .&Mncan .....,,.,c, 

f inancial and .,_-c1a1 intereat<o, praMIIt IDd tutare. The cca1JIB 
reTolutim 1n BraaU, IDd it. - 1n8Y1teble, wUl a!teot all ahcrt 
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tena pollciea and actin tiee but 'll1ll bar~ alter onr ....,h u.. 
permanent trend of Bruillan <m>lution Wlleoa an abaoluta:cy extr&neo\IAI 

irSluenco enters the acene, and this ia poaaible thoqjl, perhapa, 

i.DtprObable. But it is a scene ll'hich chansea with liehtnina: rapidit)' and 

'<hich can be followed Cllll¥ by an axperienced obaerver no can spend the 

tin:e ncceoaar)' to move around and tall< to people in Rio, Sao Paulo, 

Bello Horlzonte, Bahia and Porto Alosre whore the sound sossip or 

W orcatian ia to be heard. ~go, it .t.&bt he YfS%'1 !1!!. to ga;nble, 

let us oay, t. 1111llion dollars a year in Brasil for tha next five year a 

on intellleent cultur&-teer;Lng but perhaps extremol,y ~ to lend the 

present regime 10, 20 or 60, or 100 lllillion dollara !or whateTer purpose 

it aigbt be or to counael tho invest..ent of private lUnda in Brazilian 

business . A stuey of tho long and short.-term trends listed above will 

erplain the reasons for the wisdaa of quick short-tille action and tha 

umnsdoa or •ore substanti<ll ainld.ng of J.Mrican funds in Bruil. On 

th~ other hand, a full at\ld;r or all tha posaibillti es 111£11t counsel 

the invest<nent of both amounts, one to bolster up the security or tha 

other. Unleao the United St4tas is will.in4 to finance !or aany yeara to 

coc.e one re!iM as againet another (and this would probabl;r provo '""re 

cos t:cy 1n ponderable and iolponderablea than would be justified by the 

returns roeoived) it should move moat cautious~ with regard to aey 

individual or sroup in Bruillan life ~· Ho person, sroup, nor aey 

institutions have deep roots in Bras111an ooeial or ecOMIIic soil todq. 

This soil hao been plowed up by 11811¥ toroos and the trua Braaillan 

civilisation baa otill to ahow ita head. 
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(l) It would be~ dangaroua trca the point of Yi• ot 

tho aiD total interest ot the United States either to clap clown or to 

blow ott the lid ot the Braz1l1an volcano. This could aaa1ly be done 

111 

liJ the adoption or certain attitudes and pol1o1oa in the course or the 

co>lli.ng parloyo. The lid ot the volcano, ot course, is President Vargaa. 

Certain aereementa reached between the United States and Brazil miq 

stre~on the hold of President Vargu on Bras1l1an lite and either 

entrench hill tor BOO<! or tor evil, or 1t ~t increue the under­

curront of opposi t1on to hla and produce event\l&ll;f a btuer e:xplosioo 

then the one which is even now expected. 

(2) To groom Foreign W.niater Oswaldo Aranha would, "" I have 

alreaey said, anta;!onise maey groups in Brasil and poosibly IUlV 

elooonts in tho Arlrsy who have many reuons to be "6ainat h:llll. Further­

mora 1 in marv sections of Brazil Aranha has no reputation at all. and 1a 

looked. upon ""'re4' no a henchman o! President Vargu and to that extent 

he cnjeys all of the disfavor aiJoed "6ainet the President. But even 

1.!' Aranha were otrengthened. or were to c ... into power 1 be is so 

unrelbble that the United. States would have no suarantee that be would 

protect her interests "8ainat those ot other atatea. llor is t here 811¥ 

reason t o believe that the w:>derl11n8 s i tuation in Brazil would illprove 

by l14vinB hill at the top, because the Nation bas reached the point 

where certain torcea ~DUSt work themsolTes out w1 thout art1!1c1al aid. 

It ia possible to invent atop-gaps and adopt epllaaleral r omediea, but 

thes e would ~el;r steve off the eventual dq o! reckoning. Our 

e>perience in CUba and llaJd.co auggeata how true this 11. 
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(J) n.. situation 1D llruil. UDder Vargae is ane ot ~~ppen~~t 

stebilltr. The o~ eteble el~t 1D t.be situation 11 lfr, Varpa h1a­

self. Hcnre-rer, be is canetantl7 ah11'ting poerela and troops .troa one 

region to anot.ber in order to e~te ravolutiana17 actJ:ri t)' aDd baa 

had to chana• policy 11>4 othar ottic1ela in 118117 ot the States in order 

to avoid uprieinsa against h1noaelt, There are constant changes 1D 

llWl1 field• end the ilopreeaion 1a that Vargu doem •t know b1a own 111nc1 

and 1a constantl7 chm&ini eo that ......, 'IIi thin the Presidency the 

atebillt)" ia more ot a man than ot a prograza, 

(4) On the other band, it is extr.,.4' dangeroua to the sua total 

interest or the Onited States to push Brasil -11!1 .troa the Onited States 

beellUS8, in all probabilit)', !be oext IIOV8 'lfOUl.d be into the aru ot the 

totelitarian states, troa llh1cb she is not tar removed at the preoent 

time . Failure in the negotiations in Washi.ngton, or failure to grant 

BrazU sc.. ot the concessione, favors or uaietance 11h1ch obe oeed.o and 

~ deaand w1ll increase still liOl'8 the growinH o!ficial antipa~ ot 

BrazU t or the United States and IIIIIOT atroncthen the band ot the anti­

United States el-nte in the BrasUian Republic. 

(5) But whatever 1e done IIU.St be done without antagonis1Dg the 

•Outs• in the BrasUian political lite tcdq. Shrewd dipl.oouoy, without 

ortending the Brazilian aov....-t, would appear to be neutrol with 

respect evan to the Cc181unieto and Integroliatas. In all probabUit)', 

it these, the Pnl.is'tu or .,.. other group cae into power, the United 

States would want still to ba't'l BruU u a urket and to be able to 
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110rk to defend its innst.oen.ta 1D that !>art ot the world or to sa .... u 

much u can be aal:ragecl, 

(6 ) SUI>etanti&l investment" or loans to create a central blllllc or 

t o pr ovide Brazil "111 th a stabilization tund, or tor whatever purposes 

might be devised, would bolster up ' ths present regime or Sr. Arlnha 

and miBht conceivab~ swing the trend of Bra:il in the right direction. 

On the other hand, consi deration of all the political, econcaic, social 

and ethnic f actors 1n Brasil ""BB"ste that this courae would be 

extr"'"'"~ liiiWise and dangerous at this -t, as the poeaib111tiea tbat 

t.'>ese in-resbents mi8bt be coq>le~ lliped out are great. Brasil baa 

alreacl7 proved that she is wiJ.J.1ng to play ball "111 th the rivals of the 

trnited States and even to d1scr1minata against the Ameriean exporter and 

bondholder, 'n!ere are groups more extreme 1n Brasil than the one nCJW 

in power and beoau.se of tbe relative balance between these groupe one 

of these might be shot to the top where 1 t could do the United States 

untold bani.• 

(7) Hot tO help Brasil at the present tiae llight involve a gradual 

worsen1ng ot · the econauc a1 tu&tion and dela:r the relllllOPtion of ~te 

on the international clebts of Brasil and the illprO't'-nt ot the ucbange 

situati on, llith the consequent decrease 1n Brasilian i.lllpartatian ot 

Anerican goocle. On the other hand, 1>7 the ,......, neture ot the balance 

of trade, the United State• ia one ot the ttlfl customers ot Brasil pr<>­

vicling her nth exchange end which Brasil does not u.se on her pert in 

the improvement ot Bras111an-Un1ted states ralat1onsb1ps . u , "" the 

1 1 3 --
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buia of tbia DOZ'Ul ec.....S.c rel.atiooabip ta.,..able t.o BraaU, the 

Brazilians are not ~ball With their beet custaoer, there 1a no 

reason to believe that Brasil Will alter bar attitude or polic;r With 

re$J)Oct t.o United statu interests non 1t the 1llitecl stateo pvN 

Brasil subetentit.l eeoncal.o aoe1atance. !'no> t.boQgh the w1thbold1ng 
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or econcal.o uaietance ll:l.gbt prove danproua, the dan&er alre~ e:data 

and would not be created or auaaentec~ becau.oe there are otbar polic:l.ee 

which ~ be adopted t.o counteract the f.Uare t.o aake nbotantit.l 

loOllll or im'estaents . ~ure to assist Bruil would be a negative to~ 

or fimneoa wbicb Would :l.mpreee tbe Brazilian& and be a neeatiY8 fono Of 

achievina pos1t1Ye res\llte w1tbou.t the loas, preaent ar potential, of 

£OOd ~ican _,117• 

(8) Thora are aevert.l t.lternet1vee wb1cb, for JU.11Y reaaona, cca-

m«~d themselves precis~ at this jUDcture ot Bruilian-Unitecl States 

reletionehipe. Che ot these 1a t.o renn tbe wheat-coffee trade idea 

and to bold it out u a poasibilitT and t.o let Argentina 7all to biD> 

Heaven becauae that barter misbt becaoe a toro-edpd mrord Yb1cb misbt 

produce ll8gn:l.f1c .. t political and ecoooa.ic rea\llte for tba United Stateo. 

I t 1s a WNpOD wbicb Waabington can bold onr the bead of Argeot1na and 

111ako her 1110re cone111st.orT becau.oe at tbe tiret indication that tbe 

United States was ectuall7 ao1ng t.o ~ Braail w1tb wbaat, abe woul.d 

have to adopt a ..,.. hi~ attitode w1tb reapect t.o the United Stat... 

But, 1n the MCCIDd place, tb1a would pl- the Brn1Han.o 1 oel;r and 

do llllCb t.o wipe pq tbe bad taete cauaed b7 !arw.r pro-Ar,_,tina -••• 

all ot which tended t.o .nne Bru1lian opinion aq trca tba United Stat... 
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(9) Another Mthod Which a18bt appear at the out.oet t.o l>e -'>at 

crude, yet. Which, U proper 17 publicised .:1&bt. yield good resul t.o, 1IOUld 

1><1 to make TaBW' prcaiaeo with rell])eot t.o tut.ure aslliot.ance and to SUB­

cast indirectq what the condi tiona would be tor extending that 

aasistance. Definite and speeUic plane should be prepared in advance 

IJld discussed aa thougb these llig!lt becau the balli.s of tuture negotia­

tions without., bow .... er, tm:1 ~~ts an the part ot the lln1ted St.otea 

OovernMnt. A mere indication ot poeoibilitieo, allowing the BrasiliMo 

to make whatever interoncea they lli&ht care t.o. 

(10) The lost s uggestion 11, without the knarlledp ot the 

Brazilians, without tm:f publicit)' llhataoever and with CUIUling shrewd­

nus, to e:obark co a program of culture-t4terin8 C<QParabla to that of 

the totalitarian states. Nona ot them has made IUf¥ oubotantial loans to 

Brazil nor offered much more than certain privileges and concesliona in 

the barter trade and yet, by their cultur.-teerin8, tbe:r haYe created an 

"'"'reslion or l>e1ng tar core triandq to BruU than the lln1ted Stateo 

and far more willing to be of detinite and spe~c aseistance to their 

South American friend. The investment o! a milllon dollars a year !or 

this purpose in Brasil todJiy would probably do more tor tho prmot.ion 

aM defense ot preoent and tuture Aloerican intereat..e than tm:1 aubatantial 

loan ! or tbe est.abliii'Dmt ot a cantril ban.k which, oYCI with careful 

ADerican suporvilion would l>e llli...,....,d, and e-.on U tho inYeotment 

were lost, it would not be so groat a loss ao that made tor the eatebUoh­

,..nt of a bank or atabiliaation tlmd or acme other purpoaa. 
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A SUmsted l'rosr• for IDt.tllactual Coopera~iCil with BruU 

United St!\tea ' Position in BruU 

Por '"MY reasons the poai tion of BruU ie tod~ ... .xer than 

u h118 ever been . Prallinent .Americans w1 th letter• of 1ntroduct.l.on 

fran high United States officials have fOW1d it praet.l.eal.17 1nlpoas1bla 

to get to President Vargas and it is cl&l.med that eTen the I!Dbassy 

has difficulty in obh'n'"8 audiences . 'IN BruilUn poet requiree 

a technique utterly different traa that uNCI in all the other Latin 

A!ler lcll'l republlce and a personnel which has talent. social and 

intellectual not neede4 in Cuba or Calcmbia or Argentina. Aranha 

!Wtself has oanplained of the recent poUoy of the United States. 

T!oo .Americana in educational centers in DruU have been bom­

ba.'"<ied by requeots for more United States cultural activity. In the 

last f n "!C<ltha at least three mol'e or leas prallinont pro-United 

States societ.l.ea have been fo=ed and ot l1ora have been spoken of. The 

3ruUians themsel vas have asked that the United States · adopt a f1nl 

nanJ, a qui ck actin& but axt.-ly aensi t.l.ve diPloouc:y and that 

•&Shi"8ton end print& organisations in thil ocuntry .!!2 s<aethini• 
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Heretof ore and especially durin£ the long rel.in of Aabasaador 

Edwin V. llorpn the relet.l.onehips between Rio and Wash1"8ton wre 

~Y pleasant, cordial and close. llr, !.!orpn felt he could telephone 

the Preoident at will and moat business was carried on 1n an informal 

mannsr, the only w~ in which to handle the l!ruillana, in office or 1n 

business. The Tery cmjraderie in the ~roaob of an American to a 
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BrazUbn w1ll carry the da,y even it the oruili&n does not like 

th4 idea bein6 sold hiJll. 

With respect to !lrazU the Stnto Department has auffe.red fl"QD 

its i gnorance of the country and !rm some of lo!r . S1111ner Welles ' s 

pet iJeas and prejudices. He seems to act without advice or counsel 

ami hu sent to Rio a l'1llD who seeras to follow his advice :IJl!plicity . 

ilotl1 .\mbaasador Jefferson Caffery and llr. Donnelly, the ea-rcial 

Attache, have antaeontzed the BruUiaos, 110re by their "Caribbean" 

c anner than by intootion. the Rio representatin o! Sao Paulo's 

news1>aoer , the "t:stado de Sao Paulo• referred to these two as the 

"shadows who wore irking and irritating Sr. Aranha and the lli.niator 

of Finance . • Unless t he wrlter 1a IIIUcb mistaken Ur . Caffery has not 

been to Sao Paulo , still the 11.U Street and Boston of Brazil, and 

to uhich the otl1er Ambassadors go on periodic visi ts . 

Recently when an A::terican in Sao Paulo prosentod llr azU 1s out-

a tanding aet.reas, ~e. Dulcina ao i.oraea, 1n a play she proposes to 

put on in !lew York, to the Ene lish-spealdng CO<Milllity of Sao Paulo, 
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in her first per toroance in Enj;lish, ••r . Caffery...,. unable to attend 

but did not do what the British .bbasaador and Corun.tl General did as 

;racetul goaturea to her . They wired her, aent tlOW8rs and rude their 

relll or &allllr1ed interest very much in evidenoa , gestures which JJe&n 

so much in Br azil . 

Tho bulliness men canplsin that under th4 Oood Neighbor Polley 

their interests are not oafeguuded and s"""' att ribute this direet.ly 

to ~·r. Caffery's CIBoDiler or leek of ability. "l'hoUf!)l the hooe;yt:OOOD of 

that poli!IY ohoul.d b&Ye ended lcog aao much o! the pre,.nt troubl e 
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u .. 1n Ule !aot Ulat both Jlr. Welles ..xlllr. C&t!e17 lm6w SPAIIJSH 

A.,.. rica quite well but do not lmow Brull and 1 ta Portufl\lese cu1 ture 

and psyohology. l::ach Latin American nation neodo special hond.ling 

in tho Stat.e Depart<Dent but BrazU more than all Ule others . Just 

now t horo saama to be no Brazilian specialist 1n Ule Department or 

1.n Ule field . 

Brazll has proved concluaiYel)' Ulat econaoic considerations are 

not always Ule mainsprings ot her !orei sn poliO)'. It wwld - Ulat 

r ruU o! all nations should kowtow to the United States, wbo gi.Yea 

her broad and but ter. But Br azll baa n8ftr been eo tar removed fr<llll 

the Uni ted l>tatea as at this moment and thouib abe u.y not take the 

f inal leap into the fascistic eel""" she Ia very close . The lll'iter of 

this report hoard on t he official National Radio Hour (i'rclll 8 to 9 .P..!.I.) 

an hour, arranead and financed by the Brazilian Ooven>ment, a Brazilian 

praising outright l!ussclini, •an Italian pniua", Fascism as the 

•great Latin contribution to the world• and a •salute to Rornr as the 

new liehtbouae of the world• . Tb1a was in liove::lber 1936 just be.fore 

the Peace Parlay in Buenos Aires o! Ulat year. Waay believe that 

!Jr. Roos evel t's step dala;yed the coup d'etat just by U1110nths and 

Ulat bu t ! or Ula Peace Parley Nov8!llber 10, 1937 llliibt have witnessed a 

rull !asei atic rogime . 

Tho 10a jor1ty ot Brazilians are perhaps United States minded but 

thi s state ot &tfal.ra W>dor modern conditione neede cultivation. The 

rules ot the g..., haft bean changed• and Ule United States llllat l!l8et 

Ule ocapeti tion of Ule totall tariana, ot &>.ropeen c:lelllocraeiea , and 

Japan in the diplaatic tield and in Ulat o! •culture-teerin&" • Tbi8 
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lll\ISt be done or not tbt possi bility or loeint 011t in all :Latin 

A.'llerica IIIUSt. be faoe<l triiDkl.T, losses which will. be oClliCiercial., 

econor.uc , financial , as - ll as strategic and 1110ral or cultural. 

~ihatever bo the wxlerlying purpose or tho totalitarians , they have 

at loaat shown up the lack of similar activity o! the United "totes 

and if they consider i t desirable to spend llilliona every year for 

whatever purpose they may have , the United States J:nlst consider 

utchine thea in their own ga::.e . 

The aurre~ted progrp for intellectuAl eoeper&tion with 3ru11 

It ia just as :Important to fo~Wll.ate a double-barreled progrc 

or intellectual cooperation with Brasil and tho Latin .V.erican coun­

tries as it 1o to adopt both long and short run diplomatic policies 

in our doalinas with t he X...tin American Republica . In the f1el.c1 ot 

intellectual cooperation it is necessary to reach individuals in 

official and public insti tutiona as well as tho mass"" in ways in 

which thoy too can be aac1e to reel the interest or .tr1.endeh1p or 

the republic of tho north too . 

1Te atreso tbe trecendous need for alteriJI8 rad.ically our pub­

licity with reopect to our Latin .l.o:erican n 1£1>bore. Heretofore 

whether it be the fault. or the State Dopartoent or not, or or the 

t.:a.rican news agencies , the Latio Aaerican nations have received 

the 1mpreosion that. Uncle S&~ considers himself a atronter, wealthier 

Md much wiser !ather or older brother who wants to !I!! emething !or 

~19 

tho Latin Americana. Naturally, as we have alra~ said, this irritates 

the Latin Jmericans . No matter 'llhat the 1'11ndalMntal purposes or the 

-
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tot.alltuian at&tee raq be, or of france end lina:la.od, _,. of tba 

has evor ueued publicit:r a:la1lar to that 'lh1cb camu out of Waab-

1ngton. Publicit:r 'lh1cb tells the Latin .lmericana in enonoob.s head­

lines that Washington u going to solve their aerlcul tural problem, 

toinc to mako the biggest defenae o! dealoorao:r ever known in the 

hhtor:r o! the world , that the United States ie aoing to defend all 

ot the Latin hoerican Repu.blies trac foreign aggression, end that in 

ot.her wqa the Uc1ted Stetes wants to help tha Latin .Amer1caas solve 

t..>,eir 118.jor proble.., , 

Ver:r often these praoises aro not a atchecl b)' pertonoances, a 

fact which ccnatitutes a double irritation. The one be'inl! the dis­

like that all peoples have or being told that the:r Deed help ard 

then or not having the help come which haa been promised. But in 

120 

the long run the onl;r o!fective policy o! assistance for inte:U.e ctuel 

cooperation ia one which is practi ced and not publicized, 11h1ch 

lUnctions not !ails, which cannot be interpreted aa imperialism or 

aa pure prop88and& !or d&tinite purposes . 1here is no uae tr;r1ng to 

hide that an:r such aa.Utanoe baa seltiah ~es, but enli&t>tened 

salt- interest u universally recognized aa a desirable attitude end 

is shared b)' the Latin Americana thauelves end b:r all or the Mtions 

who are courtinB privi,leges and favors. 

Tho !ollowinB suggested progra !or intellectual and cultural 

cooperation with Brazil would, 1! intelligontl.Y j)\lt into practice 

(&nd wa underscore intelligent!)' because the whole success of a pro­

gram o! this sort deponds in large part on the deYeloj>nent of a 
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pereonnel to reelize it, one which baa the ahrewcl cunning of the 

utin .l'1tr1can aa well &II the aolid 't'irttlel ot the .lnerican). 

reach individual Brazilians (or Latin Americana) , BruiJ.Un inati­

tutiona , government ott1c1alo and the maaaea aa well, 

An 
Outoide of the American movie and of a ney fn isolated great 

"'erican artists and a large maher of nuclevUle or caaino type 

ot entertainers, the Latin Acericans have @solutaq DO cooception, 

unless they have tr&Telled in the llnited States, of the artistic 

ai>Uity of ow- people, 'lhat is, they han not been @le to aee on:r 

ot our rreat dr~t~atic etara, or to hear, in p non, .n;r ot our great 

operatic aineera, or any of our great inatrumenteliats , and to the 

beet of our knowledge no American painter or oculptor has ever bad 

an exhibition in Latin Al!lerica, nor hao any effort ever been made 

to make available to the Latin Americana American books at a price 

11hich they can pq. 

121 

For exa.ple , it a lfal ter Bapden with hio pl.~ "Cyrano de 3ergeraa• 

&llQ "lloclot• could be financed an a tow- of South Allerican c1 ties be 

would do llllCh to break down the prevaillna attitude that anl)- tho 

French, I taliane, and Ge=ana know bow to act. Tho aovermumts "of 

tJ1e countries just mentioned have tor man;r, 11&1\Y years IJUbaidied the 

tours o! their outotancling dramatic companioa and artiote to the 

Latin Nlorican world, A tour ot Latin America by Lawrence Tibbett, 

known throuah the movieo but never beard in paroon, would cause a riot 

in Latin America becau.oe he io the type of baritone who speaks the 
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llllli"IB'I Of the I.t.in Mericana 1 U he deli vera hia cnat Operatic 

ar1u precieeq aa the Italians do, Two l.at.in Americana ftre """• 

overheard oommenting at a presentation of the "Ro£11a Song" 1 one ot 

:..r. Tibbett ' a firs t movies, •How be 31ngs l and 1111 Aloer1can 1 too• . 

. ~22 

It ia no eJU18gerat1on to say that by and lar~;e the Latin Americana 

aro utterly ignorant of the artistic life of North .Anericans . In 

view of the tact that because of the exchanp and other considerations 

1~ is vir tually bpossible for the Z.tin Mericona to finance the 

t®ra o! fonti gn artists 1 and e~c1ally of the American artist 'llho 

recei vas hup tees in dollars . this situation will not be corrected 

until tha latter can be subsiclir.ed 1.n soma Wl::f or another. To go 

through 1 however 1 a draoatic season and to be able to see t he out­

standing f'r onch, Geman, Portuguese, Spanish, and Italian and even 

Japanoso c<~r.~paniea or artists without an opportunity of seeing the 

equivalent talent froQ the United States t ends to deepen the impress­

ion that the llor tb Americans are merel,y dollar ainded . I f &200 thou­

sand a year could be spent for this purpose 1n BruU alone the result 

1IOUld be aou1ngly surprising ~ill ... asureble and concntte coc::I:J8rCial 

to'""' 1 paradoxical a.s they may se8D. 

Education 

In the fiel d of education the 1/nited Stotea ti!Ust t1nanca some­

what ao tho European nations do t he exportation of AMerican professors 

and schol ars ao that t hey can live and teach in Latin American univer­

sitioa under cord.itions canparable to those of the Europeans and main­

tain the standard of llvi.ng to 'llhich they aro accustomed. This cannot 
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be done on tbl Lat.in Aaricm proteeaorial _,. acale ad ae 1oac 

aa travelllna expensee to orui hQa the Uftited States .... ae hit~~ 

as they are now. Nor can the cCIIIpet.it.ion of the Joaericm professor 

bo allowed to remain on pu.rel,y intellectual grounda when his foreign 

rivals have trips to the bane country to otter their Latin American 

students , large quantities of books to give to the local libraries 

and other a <aterial g:U'ts of this sort . In general, DO American 

profesaor should go to a I.et.in .Aoerie., un1Yera1ty unless there is 

a de:>and !or bill, othendse the subsidbina of an Al>erican professor 

cl.&ht usun:e the appearance of intellectual iaperi.alU.. and that, 

ot course , 110uld prove to be a bo001erana. In the oaee of BruU, 

however, 1n tJ1e lut three years there hu been a deND<l tor at 

123 

least twelve or fourteen American professors 1n extremely important ... 

poni tions and "Which have not been filled by the Ufti ted States because 

of t..~e laok of the necessary financial support. Sa:!e of those·da-

1:\&nds have been in the fields of joumelilll and political science, 

econQlioa and sociology, u - 11 u 1n hiatoey. In the Uftiversitr 

of S.O Paulo tho I tal1.an professors have been eon1'1ned to the 

departllente of s cience because the authorities teared their ideological 

propqanda. 'l'berefore, that ..., Jcericans shou.lcl be u l<ed to teach 

political 8CODOQ7 ia gratitying indeed. One of those poa1Uons, bow-

ever, hu been filled by the British and another by the French beeauae 

no support ,..., .Corthcom1ng fast enous~> to fill the need . $100 t housand 

a year tor the support of American professors 1n Brasil ...auld go a 10\'111 
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wo:t and produoe enn~ -= -... in dirtdeoda than em:~e ot 

the notioo.o 11bich ban been put tortb . 

A project to eat.!>liah an Allerioan P'....._W school in Brasil 

h48 just been made. This would be the fir st a ttempt o! thia sort 

1n that nation and would lllllke pooaible the oh&n8e and interchange 

of students lbout 11hioh so 1111ch ll!lNalistio talk baa been heard and 

which under present conditions ia almost utterl.11apoaaible. 'l'bia 

graduate school ~ be eatabliabed in one of the oldest AlleriCCI 

ins titutions in Brasil awl could be financed, accordi.ujr to tbe 

President o! the college wbo ha.s suggested the idea, with tr... 

$70 to $80 thousand a ;year. In add.i tion to all of the other advan­

taees of such an institution it would have t he following. It would 

~ be an imitation of what is being done by the totalitarians , would 

amplit;y the effect i veness and efficiency of an institution already 

enjo;yinr ere at prestige' would provide American students w1 th a 

placo to. £0 to and. pve Brnillan and Latin .lnericm scholars a 

124 

proper center !or a~ under North American acholara, and would 

Nl<e !euible the exchanp idea tor wtlich the State Department baa 

pla:med without inYeatigating to k:Dolf lfhether there w .re opportunities 

tor such exchange or not• 

Anot.ber idea aong the linea of educational cooperation w!lich 

h48 been practiced, but so poorl.7 that it h48 done .ore ham than 

gOOd, is the eending of visit ing scholars and professors to Latin 

Merica. Hitherto such institutions u the Carnegie Enaowment for 

International Peace have subsidised the periodic tripe of .t.nerican 
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pro!auora to lecture in Latin Aaerican unbarai Uea . They baTe 

aade a tunciamental aisteke, however , in att4mpt.1ng to send special­

ists in Latin American affairs and persona ..mo preaumably speak 

5pan1oh or Portuguese. Whereas what was required was not Latin 

Ar>erican1sts who could learn more than they oould teach or emibit, 

hut outstanding American authorities in no matter what fields re­

aardleas Of their llnguist.ic al>U1ty • .l Tel')' recent Ulnstrat1Clll 

of Ulat has juat taken place and bas proved to 11&111 cbserftrs the 

con-ectness of t.b1B Tin. The rivals or the United States baTe not 

.,ade Ulat a1etel<e . There is a const.ant •tre• or writers, poets, 

sci entists and what not :l'rclm European and AdaUc countries who are 

sent because they are good and not because o! their Latin Aoeric811 

interests or lmowledge or Spanish or Portuguese . When Ule United 

States begins sondin~ its good anthropoloeists, econaaiote 
1 

etc., 

a now attitude with respect to merican acholareh1p will appear in 

Latin America with consequent demands !or .lnerican pro!essors and 

books . If !ive of tho.., could be sent to Brasil a year and given 

.. s,ooo tor t heir oxpenses this n>Uld be a .,. total invea-.,t ot 

~2S ,OOO 'O!lich, too, would haTe enoraou.a repercuaa1ons in the ecd. 

Press 

Up to this point the United States has been backward in regard 

to Latin Alllerican n8WBpapers , Specifically in the case of Brasil 

where there are no wealthY da111ea as thare are in Buance .lire& or 

Santi&£0 the pres• s ituation is an extrel:lely important one. Tbe 

av. rase Brasil1an newspaper 1a ao poor it welcomes all of the &ood 

125 

-
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tree caterial it ean 1~ banda on, and aa l.ona aa this ia the ca.oe 

t.l:ose &')Vernnenta nady to band out hee articlos and n""" services 

recel.\0 for moro publicity than t he linitec.l States , newu about which 

ll'USt be bouel>t at very high prices fran the press auociatl.ons and 

rr"'' eortain few specialized press services. One of those i s French . 

1l.ero is a de"land for this . A specific illustration is that of an 

..r er.i can r.ho happened to be able to write Portuguese and 11ho acci­

o•r.tally broke into the coluo.ns of the outat&Nil.n8 Drazllian ~ 

~a"Cr which had been lareeJ.y p~French in 1 ta tendencies. The 

.-.mer and editor finally had to admit that the popular interest 1n 

articles about the United States wa.s so uoat that he baa eoueht to 

ocplify that service and give his readers c10ro than they have got 

in the past. 

Just exactly in vdtat manner canpot1 t1on 11'1 th the Eu.ropean and 

~siatic rivAls of the United States can be net in the press ie some­

thinf 1\'hich must be worked out, neverthelea• t hen are many possible 

•aya 1n 11hic:h this can be done intelli~;entl) and ahrewdly. One of 

the aost effective , bowever, would be to finance the vi~it of out.­

•tanc.lint :lruUian or .Latin .lcerican jour'Mliata to the United States . 

&ost the r.IO:Jt •tra(ic" aspects of the brasi lien-United States rela­

tion• hfia been the fact that lll81\Y Brazi lians th•eelvea bave been the 

outstandine ti£lttere for and proaoter s of the interests of the United 

States in llruil. Pract.ieally everyone o! t hese has gone unrewarded 

and haa rocei ved no at:lo!ulus to continue h1a f1Eht in our behAlf. 

·ro brine a tll&lber of these individuale to the UnitedStates 'IIOU1d be 

-
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..,. met.llod 1D wb1cb U.. Uaite<l Stawa cotll4 creaw a cr'OOIP of 1Dt'lu­

enUal .trianda who would beealle 1110re and 110re enthuaiaotic about 

the United States and who pre..,..abl:y would writ. more and 1110re 

favorabl:y about the nation to the north. fhoujlh it 1o posa.ible 

to aubsidize wri ters and to hand out free articles, it would seem 

wiser to involve Latin .Americana in a good-11111 nat on a 'llider scale 

than ia now be ins practiced, and to de'fiae some ~~ethod of bringing 

up the Latin .AICerican jov.rnalUtic .trieDda of the Uaited State. 

on pretexts to be ~t out !or aborter or longer sta;ya. $50 t.Mu­

aand a ye&r deTote<l to tbat purpose would 1111 a cr;y1ns need and 

..-ould be a bis step in the solution o! t.llia specitic proble • 

.!ll£!!2 

The sreat excitement about radio ca::~petition b:y l!uropoans in 

Latin Ameri ca hae tended to becane sannhat b;yaterical. The number 

of abort wave receiving seta in Latin America ia still small, rela­

t i vel:y speald.ns, and tbCJ0.18h the:y are tremendously important and 

influential, it is doubtful whether the d1reet propasande over the 

air has not been boCillerangish rather than positively valuable. 'lbere 

are two observations to be made , however, w1 th respect to the use of 

the radio . In Brasil the United States ia the only large and ""alth;y 

nation that has not taken time oo the local stations nor exchanced 

pro~;rarns nth the BruUian official National Hour. But whether there 

or on the abort wave, conversat ions 'llith representative Braaillana 

have revealed that, outside of the newacaota in Portusuese and 

Spanish, the Latin AMr1caoa -.ld rather hear what the Americana bear 

-
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and not prou... 8J"'CiaJ.l.7 prepu-ed !or tJ>.. $100 tbou .. nd a year 

to uao on t.he locel radio atatiCila in Bru11 under clisarming ti tlea 

ool.tht be coney well spent. 

A projeot which received the signature o! forty-four o! the out­

atandin& Brazilian scholars waa presented to a foundation in tbia 

country 1lh1.ch all 'IIIIo know o! it believe wul.d probably do more to 

coment t.ho friendahip between the United States and Bru11 than pract­

ic~ an)"thin£ elae that hAS been SUU."'sted in t.he last !ew years . 

Thl.a 1e a •aat social science inteuatad study of t.he social and 

ecorJCIIIic aspects of the proble1:1 of nutrition in llrar.11, to be carried 

out by e1flht or nina J.mcrican scholare in cooperation w1 t.h an equal 

numbor of Brazilion authorities, each of 'llhan, wit.h two or three 

brazilian naaistenta and a number of lesser holpera , who YrOuld stud;y 

in all Brazil all or the the factors that have a bearint on one of 

t.he cain problems with which Brazil is copin& at the present time. 

,\a the probl• involves social, econadc, anthropological, geouaphic, 

aericulturel and other considerations , the !our or five year prou• 

of et..d;y wul.d bring to J.i&ht more information about l>ruil than bee 

ever been known before, l1nk BrazUian &nd Nort.h ....,rican scholareh1p 

as the echolars of too nations have never been jo1ned hitherto, and 

the country financing such a survey would roeehe the o1'!1cial &nd 

popular f!J'&t1tude of a whole nation because of ita a.ssistanca in 

stud;ying a vital national problem where no ideology propaganda could 

-
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crop in end where there lfould not ~ toM sll&ht.at taint of 1aper1.&11a. 

Such a suney would ll1lin& IIUeb of Braaili., acholarab1p towarcS. 

k.erican universities and 1111sbt la.cl to a pam.,ent conquest of the 

intellectual trends in Brazilian lite which have a prediepoeition 

t.owu'da the United States ~"Y· The foundation approached, however, 

lll<e moat cf the others, baa ite own ideae ae to 'llhat should be done 

in 6r3211l and thus tar bas refused to act. 1'b1s proJect could ~ 

carried out with $250 thousand a year. 

!!2!!11.! 
n.e present exchan&e malces it praeti~ iapoasible tor toM 

oruillan scholar or student to obtain even the cheapest o! Mencan 

books . '!bare is a gNat der..OO for these and the d.., and would in­

crease by leape and bounds if they ,...re made more available. Tho 

uri tiah for many years have been subsidizing in some way or enother 

tt:e sale of 'books in other parte of the world end many reprints and 

oven first editions are avallable in Brazil tor s~tly over one­

hal r of 'llbat a fairly cheap Brazilian book itself coste. 'Ibis wUl 

illustrate the situation. Tbe fiiiiQU.I Penauin books, I<DOIID in th1a 

country , can ~ bought in Brasil tor 4$000; a e1•" ar book published 

in Sraail can ~ bought for (4000; a aild.lar book from the United 

States would probably coat at leaet 70$000, but the •aJority of 

alQ)enoive acienti!ic text books cost aa high ae 200$000 or 3001000· 

Thie hae had two results . Ooe ie that the sale of .American boolce 

is greatly leaaening, and for another, it hae led tho Latin .lmericane 

to bu.)' Aloerican books in French or Spanish translations and thus to 
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got U.. Womation second band. But l:l&llY or t.l18 books which the 

Latin .A,,ericans should read are not available in translation or in 

any other tom. But despite the price, tho oslo or books is inereaa­

in£1 tho American maguines are beca:lins more and more popular in 

J,atin America. 

t'here aooca to bo absolutely no question that regardless of 

otber cC<llld tments these in the field of intellectual and artiotic 

cooperation dono on a ~r.ore realistic basio than 1o boiz>B done or 

planned by the Stoto Deparbtont JIUSt bo undertaken to safeguard the 

present and fUture "'"" total interests of the United States 1n Bruil 

and Latin America . Desirable in principle at any time 1 they c o not 

only desirable but illlperati ve new since tho rules o! the game have 

been changed . Their affectiveness, however , depends on the publicity 

a11d on tho pers<>Mel chosen to carey it out and on a certain .,.ou,nt 

of conti.nuity because the ~l'llits will not appear at t he outset . 

Regraded Unclassified



• 
IUl'ERI.U. FOR DISCUSSIONS WITH 

Til! FOREIGN MIIIIST!R Or BRAZIL 

131 

Regraded Unclassified



I 

:!..32 

~ ·····~~··· ...... , ---··· ., Dl ....... 
App ....... . 

•• 
II. 

o. 
D. 

IIPaaU-IallteC "'''' .,...., ltaUeu .. 
ll'aalllu Pulle Dltlt 

ll'a&lltu t ,,.,. at..,tt .. 

....alUu Pelle,. wttll ~'" •• IaY,,.._,, or 
U.lte4 !!tat .. o•ttal ..a cp-u .. ot llal'o« 
l tato• CIWUlaatl•• la ll'eall 

D-1. laUoaallaaUea or kaU 

O.ap ... aUea 1a O..el.epa .. t ot llraall1ea R•-•• 
M4 ~1-t ... ,. t'r'1i\e; J.ou or C!Qierh 

t.-1 . t.u ol laYal ~~· feeba1e1•• te .... u 
r. lallW !!tat .. 8trat ... 1e ... , ... tale 

O, AYlett .. 

._1, D .. u-. ot IPadllu Oo•-•• te e~t•at• 
8l4e rr.. "--rteaa Al.....,, c..p .. tee tor 
tlae J:ata-llellll•t ot u Alrerar• ,..,...., 
la .... ,1 

..... • •• • a ,._ ... &•• date« J_...., u , a•. 
•• JIM!• 

r. as.,.uc 
J. PeUUeal Jlahpe1 

J-1. ., ....... , o• ..... Uallu J>eplllaUea• 
1a ..... u 

r. 0111 .. a1 Relau .. . 

-

Regraded Unclassified



MM! ar ''"'Ml9! gn amnp M'"• . : 33 

fta ....... aU'fa tlal• far U-adea wUia ......_, 

ella llraallha lllall,er et f'welp Attalra, Yll'.,an, 

••.,••• *• ~~at tllle .... •t• ... peUUa&l ralaU•• 
_, ..... Uta UllW l hha ... llre&U. It tiN •t-at•• 
art ... lttllhl., tlilh Cln'WIW&a' 1M1' .... , ... - 4e 

"an"• t1111••1 1a r•'- •• .... utea CloY_, -..1• 
atn aenala _.""*lac• ... tell•• ......U ..,-ee«-ea 
........ , .. u ... 

at .. u ..... ..,.. ..... , . u 11 ta•••" h •• • pl• la 
alllell ••ell U• h "' part or a ,..lt rn r 
nPYa BradUu .. .,elep&l .. , ... pro..,.rt" ... te ,,.,...,. 

tht ba111 at lraalllaa-~eu ...... 11 ... tlft&allal 

ralaUo•*lP•· 111 Ullrl *11 "II••• ••• put er tlla 
p,....... •n 1M -•tt•H 1a r&laU• w tilt oCher par\t . 

1111 fliU If 4h ... aln alll &110 l lllhh 411UUIIII 

•t aaUnal ••t•••• aM or ....... uoa h••rc! • uUl e­

_, et uaa •-....,.•r 'Muttr7 u ... , •• atlttl•r or 
*1111 11 VIUM 1a till tallael .. p .. u . 

PH! I 

..., -•l...,•U•• Jala .. J••Uf7 wtlltap••• • 

- par' h ... _. tlaaMlll ... urns •• uet•taae• te 
the IPuUl• Clo'fwnr••· 011 tlla Mah at preli•1 MI7 

••rn.-••••• ..., ... _....,eG., ••"" te 1M _.11 .. 

... 

Regraded Unclassified



........ ,...,_., .......... . 
111111 ••• , ..... __.., .... .., - ... all ., .. 

teti..U, t-• I 
(1) fatllaleal ....... u .. , ........ ,laa ., • 

••tral ~--- la _..Ill -' tile 11• ef ~~ ,. INIIll 

: 34 

, ............ u ... , ............ , tllh ~ .... 

• ta. u.a• ,..,... ... Jll'"l•l• ., ..u ... lJI ..... 

altlat M ll•t wltlda a. lllltM lltatH. q,.at1•• at .. 

Mlk wnl& ....... lla UraatM lJI .... ..,. .. , .. 

... _.,. ~ H&IR a\17 ...... lU M'Md t'lalt:l .. at 

HttlJIC ,...,...., Ut-.1 Uttlw.l.UII wl .... t -.u. 
)111M lJI ....... at ~~~ .. r19lU7 U11l)aW la ,.,_, 

It dUll,....,,,- ll'aaU. 

•••ar ta aUlttaa tiMre u.a' M _ .... a ltdl­

UaaU• ,.. ll a •"•• w wiLla p_...• •• tr .. _, 

wt.u ... , te at•• -a•-"•· 
<•> " 1-.-'- ta. te ~~a .... , .. , ..... u •• 

,.,. ... wltlt.la -.aU-- ,...,. ..... " ... ...u, 
...... _.. la llftuea. 111111 te. wnlA ... -~17 M 

Ul ; aala4 - • ...,...._, pNYUlac .. , tile ,.n at 

U lliM W flauM ..... ,. wnl& M ... , la tile lllltM 

at., ... 

.... ... ta. ...... u .. ·~' " wttllla ....... 

If til ., t-Y ' -..J1 ....... ..... ... H&llll • $11 I •• • • 

-

Regraded Unclassified
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ter ,..fo~ w llaallo U • tiM llule of .. ...,..oOloMl 

aatlllon•Uoa. 

(I) All J&rt of a plea tor olMI'l .. ., pftoo•s 4o1a,o 

1& n.o pii'O'fioloa of uo-..o tor oaporto trea slso 111lUe4 

I'-hi, aa4 for priYIIaU .. SIIIO ftO&I'ft .. l of o&oh fii'Oa .. 

exohana• 1•ollhu .. o, o. bport-~rt laU lllatas h a 

UaUe4 oas•as ,....1o1pah 1a a plu ... 'f1oe4 tor Ul11 

,...,.... two , ... n o• ••-r .... u .. • &l'ft.JW••••• ._.,.. 
beoa luttooUft. u 11 ~11oYe4 u.s tlso lna1UU On­

·-' lUolt noul.A flJMI , ... M&aoibr ,_,lac ott a 

pars ot slsooo ... .._. ai'I'Nft, •• U.s 1t o. ... _. 10 

oonnr\14 lata u ollllpUoa, sial a oliUptloa ollo1114 ,_ 

tor u 1hort a hN aa lo t oaellllo. lo anaps lla1 ..., •• 

ad• ta 4Hl4o ,..,,17 how tu Ute lallll lholl14 110 la pa~ 

UolpaUoa, 'liltS prna1.11111 oplaloa U U.s lt U 41oaoas• 

.. pa,.r 1nae4 lit 0. lftaU1u Oon_a, toP Sh11 JIU'o 

poae, U liM~ ~ w1Ul ............. ws ..._ AMr1aaa 

upon••· 
to pftYlf.o a oleaNr pl&Wft of SIIIO prolll- 1aft1Ye4 

1a silO toreco1ac, .... 1a Parte U .... III wtUoll follow, 

She to11ow1aa a,.adlo•• haYft lleen prwpare41 

Appon41a A--lrasll-Unls .. Jtat• • r..&o JtaS1tS1oo 

A,.a41a a-analllU l"oN1p Do'b' 

.t.ppoa41a ~1'&&111•• ~x.-..• au .. uoa 

br! p 

-

Regraded Unclassified



lPIU 
tile .... "-• _._. *lalla tlllaM leMe as.lllt 
~• u4a ut a. ..z•••••t• _. ...,. •-•• 
~· ala u a M abhMJ.e .. •• 4 .., --· 

136 

lt o ..... u ........ ·-· tlllllP ......... , ... _ 

vlM&tl• .. ...,.., t111e uan•t• hYel.,..., ..a etuut-, 

u .... .u ... •• liQI'O•-• at "taU•• -.-. ...... u 
al4 •• uaue« statee, a. ... aUl• ,..,,_, -..ta at 

1!le •- tlae .. eel wltlll YarU.. nteUaU .. Ufflftltlll 

Ul4 pvt law ,_ poUelea aat Ylll prwat tlllalP n•-

••••· ..a MMJ.• tlllle tlaualal aed• .... • to ~-· 01 

•••Ill" cli11PI4. 

tile Mia et41pe at tlllh eharut ... allll *• ... alllaa 

GoYeru•t alclllt M alll14 .. ._ala ... •hl«e et _, 

...--••• M...U. .. a. tlraU17 wl o 0• -•U•• .r a 

••val Malt ..... 

(1) OthnaU.. lit Oe aMIIMI'f ..,.. . ..... • 0. 

'Mall et 'IIIUIIII ... ••tNt ~ ut ~· -u 1-• 

aipt M Dta«e. 

(I) .,_.el.,..., _. ntUlllaeat at a. pl• ,.. 

Pl ... tlM at •-'- at Oe P"'"' ll"uUlaa «llfMltl4 

...... tllh ...... -.11 ..... 17 ., ...... tt7 ......,. •• 

••17 ..... , ,.,...... • • .., "" 1a 01 laltMl••• ,. ..... 

... &1 .. , ....... pai'Ut llru11 .. "....U• pan .r ail 

••• •• ••t ... •""atlhl .,..... 1.- eern•• ... "__..' 
(I) 

-

Regraded Unclassified
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(I) .....,.,, nuq •• ....... tllle peeel'ltlllt7 er--. 

••• •••.,n"• 1a .... u reatnt ... - _.._, .. 
lnttr••• or 41Yl .... e . ( ... App•••••• D ... B-1.) 

(<6 ) Ull ... l'-4lq la ... .,.. so .a.o peelU• ot Allor-

toP "'orprloo la ll'aatl. (!lot _.,ea4looe D ... 1).1,) 

(&) ............... .., .......... , ............. . 

aa4 poltoloe ~- -.14 

(o) Iao1 .. o nooot .. I'J' eo•-.. so teal ota Ute 

pr .... t wer«•• •n~~u~«e ln4e'ltt .. neu. 

('It) MalllhtrnU• ot pellet .. so prw•t Ot 

trtntlon 1a the r.s.... et elal1ar treb••c• arrtare. 

(o ) ~, ... ,, •• ,,..,, pro.pt proYlet .. ot 

4o11ar ••than~• tor twt~o '-•rloen txporte. 

(4) ._..._,, ttaat wollld ed'epard Ute -­

petltlYt poelUon ot Aaerlop .... ln tile lll'aalllaa 

aarllet, partlft1ar17 la roepoot SO the -.etl Una 

er .., .... oarrto« "' • O• ~111 ot ...., ........ or 

,..,...,. ~ ........ 
!Ilia eot of p~1•• ..._ nn_.o« ll"nalllaa--'tU 

11 n urolnl rolntt•• tton4117 e.rtal tilt poet '"" ,..,, • 

lt 11 SO 'Itt 1Mpo4 ... , ........ 11 ll"nalllU td-.1 

tiiP-le PtfiUol OU 'Ito pat .. I -0 ttalllt ..... _ .. 

lluh, *•7 wtll J••• 4lo .. pear. llillt lit tho aonnUM, U 

11 4otno4 t...,.taat to IUYt ........ -,, .. ~to17 hall .. ... 

-

Regraded Unclassified
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d. ·-· ...... •h ........ -· ... _ ltltl-
nltlH ... FIQ:dJ: I 1 ...... teo .... .,..~ - Mt 

, ... Sa .. r.u •• ,_. tu. 

'"1 'P 

'llaeM Uttt-.ltlee laan tl&IIH« ~Sa-,.._ 

•twa uew•l•• wta •• 111 h .a ...... a..a ... 
._ .. -. •• .-J .. t at a .. _. _, et eat ••111•• Ue­
eull... A .... , Yarle'J' et ...,.•tt•• laae -. J111t 

... , .. .u •• al._tt•• ... .., .. , .. , .._.,, " ,., 
lletwa tlle ...UU• GeYw 11Ft tw ... llt•att• u • 

diQI&te wa, et tl'l•• wtO 01 aUutt• · ftae lelllltt" 

._, .. ._., • a. Mate et ltl u ... aa., trt .. tl 

... ,. ........... *' .......... u ........... .. 
laa .. MtllfM ... I JM''eiMJOF Mal et U ... at. wt• 

tiM .. ,.,._ .. ,. -· ~ lee .............. . 

(a) •at M ._, I'N, lftMtlYI, ('II) .... tule II .. 

IN..Ut. • 9 .... , (e) Mt lee IMfltlt .tO - .­

~ 1 urela1 ,eltq, (t) Mt llwlaa ps ' tw ,.,_ 

Mllltl'tee, ...... u, lw ,, 11 elalee .. , .., -

...... _,~ ....... ae ..... II a ttaeelltal .. al M ..... 

-..J.••• ..... all). 

-

Regraded Unclassified
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tile 11-tUll et .......... Mill If lliiUilea 
81'1 U t1U..11 

(a) Blat •• 1'1'1-• ...._ ..,.._, -. .... INall 
..... lllllte& ...... -. " ....... 1A '-"· 

Aal'-Uaa et .. INaUtaa ,.u_, te • Mte­
piM Ua Vtllla ....... _ .. w&a .... ._trlaa u .. , 

te l..U •• aa-..1 _, aaUel.pate& 118aatac•• at .. 
lll'aalU-w- ..... ape arat. 

(It) ftlat •• .... ldllaa IIYw •••• rl•• a ah_. nu-

anttaa et 1M pl.q. ••taaa .. ta 1M a , .. ,... at •••• 
........,.... .. -..alllM-.IIMI't- ................ - •• 

lffMI aat u -.1• ..-. .. u..r • n Rl"t ' rUata~ 

aYaUaltll t• 1llle ,.,_, If upaPta 1Paa •• •ttl& 

11111 .. (ala alilll -. nppl-11& aM _., - alllalfl­

-· _, • ,..... ........ , .. , ....... , .... u -.1 • 
......... te k .. ta •• tlaUI& llaMa at all tlala a 
,... ,.. •• , .... , .... ., ....... ..., •• u. ........... ,. 

(I) ftlal ... all w1U _._.taka aa 1-. u Ua ,..._ 

....... .. u ta .. llllW nawa , .. ,... .. t z•, •• 
ta aua .., et .. traa . . ..... aftl~ll tiP •• p~~~~Mt ., ..... ,... _,.t .......... , ...... --.rt••-
Uaa at traa , 1• ta p:qiiMt twr ll'utllaa .,..._ ... 

,., ,.., ....... u ......... , lhlaalt _. _, • 

•taa,.. •-" .. •• .. '" .. ' w ..... • n •• ...... 
.-nlllll 

_.,- . 

-

Regraded Unclassified
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,....uu. .... ,.. - .... ., .... "' ...... - .. 
t•.Uh , ... u .... tue te -. ...ct .... . 

(e) tllat 1a _.._. te ,.... .. , tale ••••• •••• el talh 

d ... UN, tale INdU.• a.. ....... JilaYa elfMUYa ...... ._ 

anta Iller- tlae .... 1 e•' 111 UU&UUea MIGI'II 

wtll ... ~. 1a ..... ., ... • a .... llftUMle. 01 ... 

•U-•tt•• - at Mllll..,llll tlaet _. u h r ..... .. 

taaa• ... ll'ulllM a.. ..... upt .. u -·tc .. .. 
, .... -u .. et • .. uq •••llr u ., ..... nu1~ ur-
,_,tal '-l'1al ... ..,, ........ , ·-·-··· ..... 
nell e .. ,_ --. eta• et •• urt ... ual ewl4 ~ 't'U'l .. ......... .. •. ....... .,. ., ... ___... ......... .., -...... u.. .. ........... u., ., nut~uu, .. . 
U'l'nl•••• ~~ ItaYa tte ael'l•• ef aot 1a'N1Yllll ...._ 

uuea117 .., u-s.asaau .. •• _.._ .... u • • -·• 
•t nu17 ... et ,.... ......... ••••111• ... u~. • •• 
IPlulllM ..... ant at I tau• "la ..... 

'a .... .,.Uq -- .,., ............. u .... . 

..,. .. , +rnl4 ,_.. .. .._, n '" -.14 M ....,., .. 

, ........ ,... .............. - • ••t-f'•• •• 
UtlM Mala ( .. , •• ..... Mtw- 11M~_. 

1•111 ....... ...Uea"le te .-..tiM ~~--•"4 ... llliollC ... 

~ ............. , ..,uea"le • •• nat••• at _, 
ataaar .... ..,., lael .. lai tile II Nl IIII'Wt ....... 

........ u ............ ,. 

Regraded Unclassified
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at• IIU1l ~ 1-• u ,. .. 1'11110 , .. IPa.U .. 

u..-lhla a 1¢1 I Ol ......... , •• W~ .. tllo ...... 

oltll Oe,._, u& ..... II 1$ealaU• -trill tlllat -.14 

uan Aaorlorr ..... at lh pPo1eat UUCY•t&l• er 

liiiPIIIO "'-' Uoa4nat-c-lt 11\e llrttalll .. a..-•• 
.. ••••. Ia ttaa• ..,..... .. *"14 " ··-·-· -­
... 1oaeral ple4io ••U•I4 la (a) _... __ lffHt 

etala .IN&U aipt 111. .. 1 .. -•U.e .. lt.U Ulo quaUS)' 

Of lU OJIPOrSI ,_. 'lt1Mh4 ....... 0111, 

(r ) u Wftl.4 -. aveae tlllat Uaero •••14 " • 

perlo411 Jolat •••U' (po .. lltl7 oarr1e4 "' •• Ulo 'ltuh 

of oeopoi'Uloa ........ tho '" ••val INial!•) .r Uao 

••olulllle poolUoa ot Iraan tor Ulo ..,..o ... or •W4Tllll 

\lie ottMt• ot Ute•• U'I'*IIC••h aa4 parut••lal aoll' 

.. uotae..., .......... 

Pw! JY 

............ e, u ll ..... laepo4 .. , .. ,ersal ... 

en-1 111 =•• ..Utlrr• 1a .... u 0111 .. ll"ll• 

\lilt Uae .... .ut.a ~-=• 0111 aet aH4 to u-h• 

tlll.e aetM&e ot orrtrel *'* .... tile •Je•• of •• p...-

•141 ..... u... ,.. -·Pl'INtl .......... _ ... la 

llcllal ._. .. ,t.rr wt til .., plaa et .-ue wrte tlau•-

1 .. -aUeaU• IIIM14 M •••= •• till 1...-ra11e -•1• 

""ll ... ut ot ..... u ... • Ua• proep"u tar taareul~ 

.,, .. " .. 
- .a .. 

~ ~ 
Regraded Unclassified
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., ...................... ..a .............. dl 

lll ..... tl.Ut. a. ,.~ ..u - ...... , 
UWl .. tlfl-tt•a 

1s 0..1-'-7 ......... Jll'-ftl• If ........ . 

tt• ... aalt 111 tala llalMt ltattl tf '-111-'-F .... . 
.... nell aa ~ .... leal lUI, _.,, aia..ab, tt 

•••- 11 Mllen• tt M tf trrsa .. ne pe._ttal u,.. ..... 
... weU w- tt Jutu)' •• ..... u .. el a Jtlat 111\'ta-

ttcattaa t..UU• te ........... 111Hltll ptiiUlUttea , 

- ef *'* _.. lM.ila._. ta •• ,,....._. -...U If. 

'IIlla .... ua llktwlet refll'l te •• ptaal•lt 1 ... tt 

11'1111 tf llYlU• ..,.,.,, If Ot Mll'l- leY-a\, 
... .,. I'Ullt Ma. 

•• • ...... la •• !Jill,.. ... ••• ., ... ,.111 ..... ,._s. 
raw •twlala0 • A U-111• tf •••• pttalllllUlll ll 

..... lll .. ta w..Ua ,, !lit fll'll .... •1411l' " ...... 
• ., Iff la .... a -trqla ... ,...., 

a. .~~~rtau-- "' u. • · •· leU-- 'liS au .. •· 
I. --.llll'-- -...U I . 

•• x.t ......... liMir .... ~-·· lllalllilllll .. 
.... u .. tf .......... '" ..... u. J. 

,., 0111 .... a1 ... lau•-••• ••••"• 1. 

141 ...... 

-
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IIIIAZikiiiiUTJ) S'I'ATJ:S 'I"JJIADX StAU I!'I'lOS 

liP. 911111111 of 'l'l hao pr-.,ared &Yalhble o!UhU .. 

aon .. ralaa IIP .. 1l-Ull.l, .. B!aho ~ado aMI ttUior ll'aalUu 

\J"odo, ln \ho follo•laa flYo Jab1oo, tor ......... , rot-

.,. .... ln dle~oolona wllb Areaha1 

1 . .,.aa111u i.-porto aad nporh ( ln dollara) troe 
tho U.Uo4 ll&aho, OoiW&Jl7 u4 \he u.u .. J.:iJicd .. 
dv.rlaf \he tlrl! HP' £l!• ot ,j'f: an4J118 wtlb 
Brad lu • .,.. aa •• ••• ado ill eaob 
or \ho !brH •••~loa. 

2. lll'aaU1aa 1.-pol"h ( \a dollara ) or ~aclo •l"o­
aOIIt lhaa trtta tho U.Ho4 IIUho, Oor••~ alliS Ulo 
IJalhcl UA .. oa duriJI« \bo tlrn l't' "if'-'~1'7 and 1838. Aa oll))laaa__, aoh a • u a 
ooapo\llloa ••• a oot oaYoro tn 11 .. , oo! lao1uclo4 
tn \be ~ac!o ocrouoat . 

~. Drael1laa l~orto (ln 4ol1are) aooordlng to 
OOIUl\J"loo of orl&ln and uporte aoeol'\'llnl Jo •-­
~loa of c!ootlnatton durln« 183•, 18~~. 193&, 193'7 
1nd \Ito tlrP' •tx ao!!tho ot 1188. 

• · Hraalllaa cottoo oxporta to prlnolpal ooYD\rloa 
or aoaUAaUon ln 111:54, 11111, 1138, l8S? all<\ asa, 
la bact. 

S. ftraalllaa •••race eottoo prtooa tn al ll"oto and 
pl4 dlUUqo oaob ,,..,. tro. l ntl w 11138 , tao1uln. 

Regraded Unclassified



pyt.t•• .,,,.,""" 

Poaau 

, ..... " 
Oo14 1'1'aae1 

nntu 

,,.., -....... 
tn,no,ooo 
n.m.OAQ 

•••• 
nt,ao,n• 

'*'•'"·-u o,ooo ,ooo 
11 ,000,000 

--.. Appendi x II 

il1d?S3'1' 

"·"'·• 

o.t.s~a. 

tn,••·• 
••• lll,IOf 

131 ,111,100 

•••• ooo 

J4TIOIAL 9QIIQLipm D IQIJ,JO !lift% ( DtWbfl A, UM ) 

lUfFS' 

l!e)l•p ••zt· 
toro,m,ooo l.O'ollloOOO 

IIS!1111ap=ttl flte1,,.,, 

3,101,000 11,61?,000 

RAIRFWI O!:II 

,, X 
ue,aa,ooo 

!!!•J,PI!"n 
t,Oif,m,ooo 

.- .a. .. ~ 

144 

-

Regraded Unclassified



Appft41x 0 

I M I JUA!I 'F!'P IU1Jt"M 

I 

ftt 11r1MIIt .......... tNl llt•Uoa ..... "­

Deo.-n u , ltlf, wiMa a 1 '"l' at teNt .. oaa' ep 

,,.. ... uou .. •nuu .... --. , ... ._. ar ..... u, 
etten&• Dee , '"If, _. • '= .. te ean'--

'""""17 • .., ... . 

: 45 

1-..1 .,..tel' ..... 1.,_., ............... , ... ---
c r'OIIMI 

1. oa Oot.-. le Pl't, a •d ....... u. •• 
Of ~ ,000 a .. , ... atta.ptM f ... lup I $ •tae ........ 

tat oa opea aoo_,, nell •• tliMI all .. ,.., •• , ••'--IIlla 

... .-1, p1•••· n .... .au., •'-·• •1• -•lJi-17 
•• u --· Pftlllll ., .. 1... .. ..... u,. taoii&Yl~ .... . ........... "'' ...... , ...... ~ ... 
aab ,..,..., .. .-etaa ta a - .,....._,., tlllall' 

MUJ nc t ta. ~ ... ao-'ltfto •• MUlL m'" 

te ••• .. ,., w u ~ .. u, .... Ml... "• ,..n-

Il• ot •••• tel' 0... Al1J ... , .. -• te paranlr 

IUIPI .. Mt al ... wltll aU .... a '~pp h sant-e 

at •• oleaa at .... ._. lllf • 

1, ,.. • , •p ..... en-aa •w Mt 4111917 te 

• _,.,, ...... , 111111, •• t&ea ... n ...... , .. ,.,.. te -
Regraded Unclassified



M II&?! tal Ia Ml ..- •toter ..U 111 s 11 a, 
1-· 

14G 

a. ,.._ te au 2 •• u, -., ._ at~e ., 2 r 
............. &a ....u ..... ., ......... ., • Ollta 

,_ ... .u (- ta UINt ..... ) W te M .. u ...... te 

tM IIU ef I...U at tM elfWal .... , •• as, 
... w M a ;u II ef Ia .. tne aJI'Mt, .. lee I sr Ue 

"" •• llfn.ld -· .................. It .. 
... a r I staa a..,_ csft ._, .......... .. 
M1 at llf all Sift IIUla ... u M ..W ta •• ,._ ...... 

•• 0111 ... 195 sp ........., IWdtM Ia s IS • 

..... llf ferlll(a tiM Mlftllll M •s ftWIOe1 ... •• 
u etatM ....,., &a .. MtaiiUJI ISl MIll 'W lief 

a I ;tl)' Ia tile IIU 11f ... Ill Mall IISI&p ,,.._ 

.................... 111· •11 ........... ~ • 

.... ... ... - •• Ill•,., •• •• - .... 
'"""•• .. Silt .............. te ...... -., 
,.,, tala~-MU--· 

u 
ftet!' ptt=•f? 9 F 

1M-~ &JIIll&lll Ia ......... I lap Ia ,.._ 

-· ,.. ...... ,.. •• --- ...... ~ -.11 fall 
tate tUM •tap deal (1) ftst llllUal ...... JIll .. ... 

Regraded Unclassified
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tat II ...... - ...... I 0 I t 'II U ...... . .... -..... ...,. -a •=• _, ......... ..... 
111 ... IIU ef .... &1, (I) 1M teN ef tM CRft w 
_,,..,, (I) .... "lllattae teul., • J•s• • .. 
penH., Mhl'· 

1o !M llllJ!tJ lllp lM'd· 

I ••"•" ta hlleU ... ...-&~PM • -...u .U..te 
apu.t ....... Dafte ._ • ., Nt .... •nut tw a 

*" ,... .. ta le;t I • .._ M 18 np -. an 111 .. , 

._ ._II ef IJUU Me ..... te ..... -

.. , " ...u dMe Ill' •• ,.. .. ...,. ........ ... 

•""" M;eette w .._ .... ., .. a ....... ..... " 

.... ·- , ... " Me .............. , " ... u snat ... , ..... .. 

.... net. fliP tai1J ..... ., , ••• - ...... .,..., ... 

fliP a.ne, fteiPI ll ..... ,_. • lalUal twilf e1 

.. 1., la .. , .. llllftta ..,..u .................. .. 

...... can.. --~----,. ..... 1 .... .. 

... n.wa. .. ...._ eba ..uu '" • s '" •• tattr ...... 
ftta _..... "' w- ... n ....... u e~a.-tr. " 

•• ,,.. • •• ., u. " ....... ..,., ......... "' " 
lMNUit te as.n da ...U la •• tMa MlllMt tl 

leu '"- t•• ..... , .... te ••• lh ...a ..sa Ia 
one ... , na u ,. .... , te 10 ta • ..,., aat ta, ...._ .. 

Regraded Unclassified
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t bo -t or .haua~ aa, 11• tllo laat of ltnatl wtU 

RTI!II t u.no •~ •••..._. -'""' fo~ ftllJ q•tao oad 
for 4nfto •bl• lla're •t•414 liP to aU taollldlq 

08o•b00~ :M, 1t31, 

a. "" ot '"' lUll • ca• ''· 
Ill ac!dlUcm to til• dolor doaorlbod 111 tllo p-41R« 

••oUCH~, ttl•r• to t\a.l'thor dlllay ttl that *• Mturtu .. 

llnd 4dly q~»t .. AH llqui c!a\44, rpot enbaal" to lie\ 

rTUi t'Oc!. 4t t bo Jl""a•t tt., 4nfb OOO..PlBj> 'llllroii-41M 

••olual••ly of Oft ttod St at•• orlglll a r• \1qu14at84 (ott•r 

tM 'P'trlod of d.olay) by llgt)t 4nfh oa 1 .. Torlt, p,..tdla1 

tllor ba•• b .. n oont t o tbo!l llaa t o f I raan fer ooUOII\ltHI, 

Oratto 110\ nat to tho Baalt of lrasll for lllhotloe la_.o, 

1lnoo 4~ot 1, lt38, blllltl llqul4ato4 by olrty-day otoll .... 

0011\ noto. ror tllo 4aU,y c;110ta rwqutr-h of oll Nul 

110U011 pl otar. eospeatoo , o f nour •llb, •d of ttr. 

oporaUnJ oa opea aooouat, U111 llull of l r u ll h •- --

t noh I'IUICilll r:roa 110 to 110 cJayo, dopee4lnc 011 tllo typo 

or tNBnoUoa. ( .. at of tlloso -tr1oh a re now oud to 

bO fo r 110 doyo, ) 

TtJjoo JIN-.blaa of o1Abt d.n fh for billa _.ora. 

118roh&1ldlM of OftU04 ._., .. . nlpa oou .. -.c~ Ua:rollflll t1a11 

Banlt of ll'radl •4 to-4ay otoll•P oontnoto fltr lttllo 

fo""""o4 to 001111111rotal bllllb 0011paroa wUIII till! U~ 

tt• 

• 

Regraded Unclassified



-

U• of oU.J' tne'- MUa, t•1udlq ...... a..en 'lila, 

.. u111 ~ ..... ••t~Nta, AU aau ..... , .. o.,.n 

drafh, .,,.,..., RMlft •• pod tre•••• aa t~~eaa et 

'"" otlll• .... ,., wttlk tu etaato •••pUn _. .. llet.lr, 

ud tlMiao to~ to •• leU et tnatt fir •Uaeu~ 

Mill•• prero-uat trea-..t u ...,... .. te .. , ••• 

c-trr. taallldlq o-.....,. 
tn •• .... of ..,."• ,._ oa~. ,.. .. ,.,, •• 

llllUa1 Hlq period U II •at to ..... fir Olttt .. 

8hha .,,. .. ..,... ror o-.,1o, oe .,.., .. ., u, ttw u.. 
Co-NUl Attutl' ftplft8d tllat tlla -.u If .... n ~ 
ola"d • .-. ... (l.o. • Iliad tao•• IO..ar ... uaata) fir 

01,_ laport bl11a tbro. DIUaltor at , ...... t• ltMr 

-1111 1lq.tdattoa waa llelnc .... tlr .. turltl•• ..... l1J 

qwtae tllnulll Dill A •• 11. !M •• treat ... t at Qaltld 

Mat•• ..,.n.n diO ,...l\'8CI atcllt 4ratb waa, tiiMrotore, 

MU•r t111aa tllet .... ..., w Oor • J ,_, eUler .,.,., at 

blUe, •• •• otllllr ....,, 01,.. ,.,...,,.,. w7<t .. _ 

pertMtotq 11 •• looa 411•1 tU. -.ru ... 

S. 9'Mr Mali Jltmelw •• ftrlt4 tf f!!1"· 

a) Ill ad4lUoa t o Ulo tl"fll .. , la OotalHtr tt• 11' 

tba,.nauu, .... n 11epa •• Uptoa 1111 • till•.,.. 
ao-te, u•••• tile pellttoa tllet •• attooottoa et .. ,. .. 

.. 

Regraded Unclassified
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....... ellledf M Hetrtetof te Mt..l Mbe, n4 tllat 

... , ......................... uu ......... .. 

•••·•P• oe one-. u u -· ..,..._. -, u.. o JIL 

olel Uhell4 Uat •• kat If IJUU 11&4 ....... 4alb 

qaotae If ...... 1 ..... oe.,_aUoe If lndl n4 J'ei'C 

Moten et lneU =• U.at U entta•t te •111••• -. 
aUeuUoe If ....... ........ .... ltM4ai'C on 
c..,..y, ~· 4tlaaUe leftalq oee.-r, n d t-.e ... 11-

lleden Oeapea:r oe tM ~· tMt UIIM ell M'IIP .,., 

bad PIPlthf twldl le ldlll If Ullh "OUJ' 1 1 PN. 

fbll wolrte eaalwtaat tl •• UN4ftatace ef fl­

opeltltlaa • ..- aeeouat le •• ,... •• lndlln 

lapel'tiJ'I apleet dntte ,.., •• ..., M)' Nlatloe Mt•ue 

t.,...b ... eet•l eel• te lndlo but .. , 1101111 e · •p 

"'" .... 4J"efh -·-. - ,...._ •• '-""'• ........ 

.. ........ ef .. nteaeteete. 

,, ' lettu ,.. ........ , ................ If 

•• llaUOMl hft&p fn4e O.eeU, tatl4 Jee-r ao, 
11310 alee Nfen te a ..... , n .. latlOII ...-ll'taa .. 
••"-•1 dlepate'll If ..... , .. __ •• o.t- .. _ .n-
to autaa .,lueuoe (fol' ....... ), 1111.- .,.., f_..J" 

15 ••• te tile .. l.q ta neel.t .. fiiUI, ( t .. t ef MUM 

rt"" ia .. .,. .. •· 1041, ....,._)' •· tta. l 
111 

-

Regraded Unclassified



_., _ _ ,_ :s1 
III 

The Rate \Gil !xobaap 

1 ......... . 

ebM .._ kl sttt• e1 * ;a s&t fila et , p 

llllltftl Ia DII&UI tm, .... Me Mea -- .. ~ 

u ae ta .u 11 • •p ftte Mt nn •• .U..le ..... 

.. u... ,.. Mrt., "'' •• eauan •• ..._ ~ 
eentta••• at lf.l .Uats te •• •uu. - te 

........ 1111 -- edll ......... "·'· .... , .... 
lt ... t r 111 te lf.f _. Me Mea ala¥• 1 at -.. 

1-l ...... 

I. Dl "''" .•. 
At tiM l?tf"\lltr fit 1111 ae II S&Mtla -

(aeU&q ate) _. ..Utafnel ~ tlae 11M ef lftsU n 
11.10 .... ,... stli'l&q. ., .. , u.s '"' .... 
ftpNJ&t.M 4P4Utlate1J at • ., SEE &'l ..... , U 

II Sl .. l M .. A 1• Pill. 0. ,...., ltM .... ... 

"- -* .. .. 021 .. u " •• ,... .. -- " 
teu ...... ,..., .. ta.._ ............ 

-..lftll&t ...... ll&l..U ........ , ...... -· .. 
,_ 11 tM ... e1 ....U 1111•1 te , .. tM 11 s sa 
Uea ..a te .. •U.U at •• ate If 1.- II IJ &Mtlla 

alb te ... t~~su C....a-t• .. 1.100 ldllell te •• 
............... ,. \ ftls lael ..., ... eaiJ .u ... ,, 
laJJ IIU tle .... If ttl ........... - te ' 2 I .... U 

-

Regraded Unclassified



:52 

., ~~~- ...... " al .. -.n..c ....... , •• 
eppel't•ttF fll .. ,. .. tattar wta -. ..-. ttel"ltac 

wbltll all\.-tt-.11F t..er plaft U 1 ... M tM to p p 11 

Uoa aa J'II wu ..... Ia , ... tf tile,_., Ill • ._ ef 

tiMI ...,.etauoa ot •• ,.... ta 1t•, tllle •••• •• 

,.,... .. , t. " ., .-naaua1 -..n.... < n.. ~~aar 
of llnd1 •Ill«, ef ooane, '-" efteot ._. ..-

~--• bJ altortq ae •IJ:~t•••Uaa n.to ae tM 

pou..t ten.) 

On l...,. 18 tM lllat ...... eehtllt*ia• n\oo fer 

thot OQip48NtlMI - ft dlP!otlFt t.e. , wUIIIIIt eftlel .. 

wttll th .. 11ar 01' .., ttMI' AIICafF, It\ tll.a\ tiM tM 

.. 11lllC ft\11 •a fU04 a\ 5,130 allNh. Ttltl ... ~ 

...... ~tly biJllllil, ........... ""' ... lq 1.000 

al1Nlt, eltebUet.e4 oa J uua17 1 , 11•. 

·"' •• e.e \lM tilt 11.0 et lnd\ tlta n .. ttt1F 

wt'-tt \M ....... Mtlla tile Mftac at! osUt .. ntH 

tor tile ; eeiloa ..n. At t11oo Mflaalaa ef 1 .. tile 

bqte~ ""' wat 100 nu M1ew til• •11111« ""· aue 

tile Ml1tac nw ... Mea t•nutd \llo Mrtac nM ... 

M-. 1-!'M. _..._ 1.100 annte, 11111n "'' ... .._ 

ottoetbo elaoel.-r, u, ltw. "" a,~rn« le, ••,.... 

tan, 11tw 100 Nlt or tl90 , ... , at '"'' ae a JOI.I' .... 

"' 

• 

Regraded Unclassified
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,... ....... t ..... .... .. .,. 

111~ ••••••••••• •• •• 

.,...., ........ . 
~ ..,1' .. - .. Ua ublle) ,,._ .... 

o. tM Mllb ef *" MlUar at• •• 1 en•Uaa 
.... b ... ...-.~ ., .... ...,.. ,._ ---~ b 

-••Ur ., .. •• •·o .. ,, ta ... ''"• ..,Leau• a 
...... , M ae II I •Uoa .a Ia hadl ef tltaMIJ 

.- U pcn&te u 11 : , .. ettla 10 511111 t at tale ,, .... 

•la« of •• ,.... 

,. .... .,. * ,,..,. "'" ua * ~Nrtar ., Mill ... 

ft ... ll ..., t.l ,. .... ., .. ...,... "" ,.. .. -­
,.. .. uaa •* .. ...,.,.. •• ~ 1.1 ,.,.., hr till 

•uu. 1a .._, wnce. •• .. ,.u.,. .,,, •• ta "" ... 
etttaa1, .u • ..-a.~,,...,.._ •• .,.., .. 
.. .. ... ., ...... Uu. 

pe 11' sa !p 

ftlt .... J nlllll•U- _. ... weN ,_. tate wft\Mt 

d , ............. , - ................ , .... , 

taa. ,.,a-.t• ta .unte. • a11 ,.,.... 1 m •• ,._ 
. ......... ftb ..................... Ill .. " ... . 

ta,.. at., ......... la .._.., lN U .. tau 171 .. 
- A. .. 

~' ~ 

-

Regraded Unclassified



, ...... 10 .. , - 811 ~ ...stt ..... 

• 
Dt 1 pl " r·w r ,. 11 '"'" 

\, ftle aa:saate ' 1M fl« .. Up.tlDM UlelJII M 

of tapono fl'oa ~ ~lt .. ltaho tu wWIIa a e 1 el!­
tn~• " dft:tU ILa4 ... Mea ,._, .... .t ...,...._ •• 

tnt ... natet lt7 tM Dbotow• e« be , .. te -.. eoo.oeo 
~ ~·•• at•~U.. Ae ot .. .,_, Oo-...r tM •uollal , ... ._ 
Trade Oou•tl eatlatM.. at au: 117 d• ._.._ 

o,.dUon •• uwa4l t JO,ooo,ooo ~· ........ Tbta \att .. 
fli!IIJ'!It lursuu, lad.-. ... __ , ot -tuM saustaato 
trb lct. 11a« at .. .., Ma r:-tet, w&ell ...... IMll?tM 1a 

tbol ._..,. Dl..at-'• at•"'-'• tu o...u•a tt...-
• r poadlllr a1as """ laslliiiM ,.. .... ••• ..... , •• 

aot lfiMSlftedo wtltoll •a14 ... lla" .._ bMl .... 1IJ tM 

lieU ot ... d\, ,.._ OouMU abe oatlat'lcl tbat • aMf.­

tt-.1 no.ooo.ooo ... ·- ... - l .... -~. la but\, 
a. oa ..,....._ • ..,. DlJMttw ., a t asp naw 

tllat a,too,OOO po tt ate~lsl W a1as au 'aW • 

...... , or .... us- • s sn• tna eo.~Pti'Ma ",._ •• 
tho 'lllalW ....... .-kial a tstal ., 1,100,000 ;a 'a 

otul~ ....... tiW t s sn• ta• all .... t.ua, ta acl«i-

Uor to 811 aatta OJSt .-_,. w&ell .., Mea a..-.. 

Regraded Unclassified



155 ......... ,"' -·- .. 
•• ., .. e1Me til ............ 1'1111 .. ., .. ,_ 

,, lndl ... •• , .. , 6 ......... "llt ( ,_ ell 

... tl'lH) tldn ... l .... M t ....... ~ ....... --

haotl _., .. te 1,111,0M ua•• tttl"l"-• Oil 

,_...._ 10 t bh flaue wt l'tPtl't .. tt M I,IYI,IOO 

~·· tterltaa. (Diepeto ao. lMt .. , .. 1111 hn •• 
11• '"- •• SbiiMaq la u.. l 

n.• J.eUtl' ., .,. ""•lllu lllabt•• ., rta-.... " 

...... ,U7 .. ,... .... of Du• Ml' a, lta ollltl.- au 
"""" c '•"-' u,soo,oooe ). 

"'' Db•oter tf bit •p enllllt., at tM o1.Ht t1 

......... oat • s .,, _,u, _..t ....... .a. ,, Ulllt .. 

ltatee tdfla llf. .. Uu laftlott tf , .. , 2Mh ,.._ ..._ 

'"'" ,, ... ·- tM Qlllt ..... ........... ,etl'tl-
PI'I I h ,_ T t.-la, ~~. Ptft _, MWlal ........ 

,.. 0 .......... , ... ..., ... lllaahlJ 10 ..,._, " 

.. ,.ll .. hl ftp •• ,...,., ..... 1041.) ftla 

ttl'lttHFft ft••Jr wUk ..._..,, n a.._t Ia IIIla Mte 

ef .raa-r • • lilt tllat Ot .. lllr •s.• nUtt ta tM ,.,_ 

.... "" .......... 

9 

..... -Mil .... " ....... 
1,100,000 ,.... ........ l ... wl" •• alttt ....... .. 

wtu "' .. , .. ,.... ncaa ..... "'"' u a~ ....... ~=·· .... 

- .& .. 
~ ~ 

Regraded Unclassified



( 

rltlt tU •at 1111id ootlat!l -tft4, 

'· '"- .. , ........ u -1· .... u --· .... 

.. ouM of •paU 11M •••••,.. ..,..._ late lnatl u.. 
,_snod '"WIJ o..teat .... Ute laet t.u• u n .. 
11011t'llo at allellt u,aoo,ooo (a uuto Mlo. t'bte n...,.. 
lt enrtlltac) . ftlt oatr illtei'Ml 4touo;1Uf •~ .,.. .. _ 

ln tllo ..... nte n...,.. h •• ootlato .. ., ..... , ..... • 

t.llat UllllW. M otu ............ _ _. .. for a\f -

23 -per - t of ao total lllaa .. u• ep ... all tlto later 

oettaa t ll l tlla t tlllo flpN h ....... 10 -pe-t, ll ... U 

h altntr tllat eaahadlM a t •••• tile Ullllt .. ttat41a 

Ol'l~ , *l'PJIOcl llf ,_rteos f b!Mo .01114 00-t ~~ a 

cJtoo...,_Of tllh tar .. , t lllo pMl• "•lee -li:J!laln ... 

MoWftor, lt wtllcJ Mt - pM abl<t \llot 4~1a)'ocl acJ -.. 

oo"•"cJ ,., •• ._ for lllltt-.4 etat•• ..... n .. tl'lplH 

or ~ taor1 114 at a • .._taattollf ,..., •• nt4 ,.._ 

cJolll)tef ,., •• ,. ~~ bporh tate l r .. n aa a 'tiMlo. 

s. ,.. SMt J'MIIIIIt ••U•t•• of •• llloo'*l---.. 

po.lt lOS lli'O ~~- Ia a tole,_ frola tile .. II&IIIF cJaW 

l &ll•lf 24 (lo, ae, .Jq•l'f u, s p.s. ) ed ta • totter 

tros tllo lottoeal ,. .. , .. ,.... Oo.-n, clot" laarr 10. 

'ftl010 ftpt'H llaH .... unapcJ la t'llo hll..tSI tallloo 

for~~-. It ll llolteftcl tllat ato .,..,. •• 'to 

u MOIIfth tatorpntaUos .t tltoM ..,. .. ,, oltM• 

lt 

- ,a­, ~ 
Regraded Unclassified



u lt •lfftwlt te w eenala et ate. ,.. ollr .. ~., 

........... u. ........ , Ulat h ....... ~ .. ,., .... u.. .. .. •. ., ., .............. "' .......... , ...... , ......... , .... . 
" ...... ,,. .. Dlntttl'., .... . 

Dill'" .............. "- ....... .. 
In *'• • ._'""' lilaM Mila ,,...., u ,ooo,ooo 

~ .. 1 ........ , .....,._ ..._..... . .. . . •• ..100.000 

..... la ....... , .U\7 ·---· ....... 
tW'tt Ult 1l11Ut ttta~UIIIM4 "r tllll ....V a.p1QQ9 

eu.ooo,ooo 
•••"..,. ,, ... n•• ou ... ,..u. 

llrtll ...... '""' .... ~ ...... . 
ArMaN ftl' wllltll 

r .. tU ef ,_. til tf Mal 
QlUe4 ltdtt , .... 

•rtd! •d 2 

I I e t t l • I t t 

15.1 

.... ,........... . 

.._ &1 ........ t na,O«JV • wo,oool/ tt ,ne,oooll 
lneen • etlt'••• l,o=,gmll l,fQO.""'¥ •·W·T 

ta.ne.ooo ..... ooo t?,us,ooo 

If 4\le ... "r IUS let tt w a ltiU._,, tlata • 
..... c' IIMtt\7 M ... ,en .. "r Ult Ill¢ ef a.dlo 
•toll ... u t1ala , •• , •tt __ , ... al....,. ..... 
MMI'MC la ,.., .,_,._ .... "r tlllt I 0 lee 
la .. l .... 

Jl .,..... U7 tall..., la •• M.ooo,ooo •••• au--.. 
tUt l .t 11M """'' eleu wUII •"Jilt '' ._ tteo.ooo r. .u ,, ..... •• v. •· ll'lll•· 

Jl a.u a\17 lllt1..., ta M.a,ooo .-.... 

tJ Jla ''"''-- ..... 100,000 ........... 

Regraded Unclassified



0 
lna-1 ... '• ..... Ia Ill .......... , .. ., •. -

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

.· 
158 

oa ,,..n, ..-" .. ,.. aall ... &la. •••• 1 loOOO.OOO 
oa.,.. ... '············· ···· ······· '·'PPrmA' 

DelaJM 0 I to • ._ M .. ,,..., .... --·· .. 
••••• ooo 

o.e .... ... ,.. ••••••••••••..••••••..••. • ,,ooo,ooo 
.,._ ••••••.-~'•·····•••• • •••••••••••••••• l'·'AP·PRP 

••• 100,000 

0 .... tetat. . . . • • • . . . . •• . . • . . . . ••••.. • . •••• ... • .o.o. 
(Ia " dtUoa t. •• -... tu oau .. u ,.., .. ,. u,oao,ooo 
of dnfh •till au ••ttr 11ft ut rat ... ,..., Will* ...,. 

-... rw "'' " ,.., , ... u .. uaa., 

hr ell ef 
Lie "' 3 

reran fill 
rpp •S 9 

fetal 

Ot••":.:f. _, ..... tloMOoOOO • ..,,000 • 1,100,000 .......... ., _ ........... •,M•P ···= .. ,. .. 
tt,eoo,ooo ". '1'00 ,000 110 ,IDO,OOO 

Ia .... IIUIII .. ,_, .... , .. ._ .. , ae ._U 1'111 

•rM .. tll 
(l, 

-

Regraded Unclassified



( 

-
:s~ 

(\ ) !lien le ao SNilllaa ••U•t• '' ...,. .. wt\11 

til" ft.,ue of t t,IOO,OOO et out•t•utuc •••'-... cea\rene. 

(2) TM "''-'" of 113,000, 000 f1111a Ale Ita J-t" 

~o~• not tnoludo •• t l .400eOOO uaeo14 etooka at ott af 

otllllr .-.. u.notc • ._,.,, ortcla, •• peeetnr ~ .. , 

tnol114• tllo $110,000 o f at!Mr •-n oe aua ell. 1\e 

total ft!rVO 1'!!port84 "' til" .. .,.,~ li!Mu\4 tboNfen lie 

ltlol"tUI4 to &t l•&n ll5e400e000 for purpa"a of -

pnhOft wttll ~· CGU•U•• neue or u o,too,ooo ""'" _, 

abo"" lUI)' -•'- al"""' cnoN4 II)' eWGIIILap ontnoh. 

,,. ... h ao -hrtal at bud tor l"ttOllollll'll tllo re tlalac 

ll lffl! ...... 

e. A ,....,., t'1'0oll tllo oo-nld AUttoh4 dat44 Juu­

, .,., 18, 1"' (Dotpatob wo. nu. J &J'IIIl l')' 18, tro• tllo 

Ollar,& t•AffdNe ) IINUI t il• flCUNI dOWII tn Cllffo-t 

ratlltoa, •• follo .. a 

• .,. -..utu a.. ....... '""'" ta • reoed 
sota \llat •• UI'MI'I of ... n lltUa ft'P"-Unl 
-n~lH of 11aite4 1\at•t Ol'tf lao - Inc •• 
_, .. , _., II)' .. .._.. oat~\ne\e, 

appn•l8eta4 2ol00e000 P"M• e\ar!!:J• If \lite 
tt~UN taoliiiiiO• n~tac ''""' 0 11 , for lilt• •• 
Bull at tl'lwll llu net liMa fri'!UI\t nc ......... , tt 
·~t Ito oone.t. z...-. u \ bll tahl .. .,,.,.,, 
a roulll -.tt•to, aad ta n .. of '"" t.pon•oe of 
obtallllaC .... ,..llablo tntoNauca, • appUo4 to 
tb<t Dtnctor f/1 aa-.ap for .. ,.. pNol .. uta ..,. 
'ft -WPae! tbO hll .. UIIt 

• 
~ .. .. 

Regraded Unclassified



( 

-

Oellu bit ... fU ...... fiN Z.,.J'W 
f,_ tllo 111UH ltatotl Mpn-tottt _. 
•nnll a.,eathd 1111 to l •-rr •· 1t111 

Neoot.-4 by tho aa.t of Braatl for 

1(.0 

oolloo\loa- lito do l&ftet ..... . ...... t 111,300.14 
11.-hod t.r othot:r ,. .. 11:1 fo:r oottootln -

Rto de .r ... lPO. • • •• ·• • • .....••...••. • t tt2 ,Me,OI 
o.nr qaotaa of flr.a OJ)IIN UIIC la Rlo 

dot l ... tn, oaoluel•• of petrol ... 
001ape.al ... • • • · · • · • • • • • •. •• • · · • • • . • . • • • 1 Cl! • 184 • M 

Petrol- n•J•loe- Rio .. l ... t ... .. . tlt?O,fOJ,ft 
laatoa- all~.-•• •.. . ·· •••••• •• •• • ••• t 34,000.00 
llo Paulo- all baaka • •••••••••••••••• •• i ltoa,ooo.oo 
Porto Alo.,o- all b..-o ••• ...•.•• • • • •. • t 1 .. ,451.00 
~la- &11 ~ •• • •••• ••• • ••• ••• • •.•• • t 62 ,111.00 
lloolfo ( t onoe-) - all banlrl ......... S lltl ,fti .OO 
f olialt .. - all b•••••••• • •• • ••••••• ••• • t l!.III·OA 

n.o flf!II:T'I'II do not leotlll!• llol•oo Olltotaacl te r 
la 11..-1 le all parte of l raslll tller lllol*'• 
oalF npona rr .. t tl• prleolpal ctUoa. 

IIlii ftoO flCU" • •ot .Uo UF al~ee for •n•­
laiW .... ,., •••• ~. 

•te 11 011t1111 on tM ftPJ"••, til• otrootor of 
~~--... .tate« tllat ttl• total for •• •Uro e_,.,, 
01ota.S• of owell:e llld oo111tap aad 4tn._.., wellld 
" aotl approd11atolF U,soo ,ooo.oo. • 
?, aa oottat• of tllo .-t of ftl'll lnp of a.ertou 

OOJ'I)OJ'atlOIII 1a lll'UU willA 11t~t M t ... uto~ to 00 

t-1\otd It•••• tf oaobaa,. could bO •• • _,.d l o let at 
tto,ooo ,ooo 

Regraded Unclassified



( 
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no.ooo.ooo "' -. s 7 • ., ill ate --..- •· •· 
1 • .., ... ·~·· 

,.. htl-' ....... tnM ..... , ...... ..,.~--

Uott til ttt r111 t USf • - ... 000,000 tf ,_.. 

............ f'alr, ... , ............. tf .... ,Nl • 

....... , ... .,n.dt.Jill ......... ... ., ..... 

,_.., .. MU ef •ta le -tit at11tt7 •lllblp, 
.......... lllbip ........ , .. tiM. 

n 

... "-·~~·· •• , ,, On 

tu IIU tf llftd11 t eftdtt ,..au .. bi u uwe Un 

•am •• •• •• er 1 .. - ,,..llrtt•tr .._ .uu .. 
..... , .... 11,400,000 .. , .. ·=··· .. ,. ,. ....... 
,....u .. _.. Ia .... 11) ae q&latt • .as- tf tlll.t,_ 

tla wi.IU• -· Ia .. flat WI fJI U., ( ......... 

... 1101, ~-~ "· .... ,.. tM ..... t•utabtt). 

It It d-. ........ ., \M 01 INial At\ .... U&t .. 

11M 11 •••taM ta -.&atala tllte Mlnx er t~a unu• 

u a --t , (auld~ .,, '' Ito •• 1~ •• 1111.) 

Ia tMn tt ••leu .... •us.,. tf o 1 ••xta. 

Mftt ... ttl ....... net ..... at Uome IW) 711 tM 

Pill 7 '" tf o ; neatltll Mftt te• .. a)lllteU• ef ...,_ 

ttbi ,..., ••• ,.n11111•11 ...... ••" r· .... u ... 
tlM 

Regraded Unclassified
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11• reo atlr .. , .. ,. te .. , us• tM .,.. .. uea er 

.... JlilrT .... ~ ., .............
... .. 

.. ua .ut~• ta • fit .. cal .. ;ntH I la .. 

u: or • wt• ... r wiiU. 11u ..._ _,._.. ,_ 

UM ta U•• 0.1 I llu .... ,_. ta Rtalla .. -, 

rH~aetar lh MttM ,_..._. ,,.. .... "" wllta • 

... _,... •• 

3 

..... u .. fll 0.1 • )iii t ..... 

tllla .. ,, n _. ta Mft ala_. buUINI fllf&e&da, 

<..,., ..... uoe, ,_., 11.) 

U sl " .,_., ... ou 

~ .. 

Regraded Unclassified



'll'r!ldt• D 

l S3 

ftan bu Sa __ , ,_ro M4lll a .uiiN n' 1U• -

praoUeaUJ -•s.. ta a ..... ttoa - of ... &au .. l •• 

of llllwC ftatee _. etMr t.nl .. •Pltal ta butt • 

.,. ...... u. Ill ... , .. 1 .... " ........... Sa .... 
d,.n~la put to tllo eanltr at to"Sp a s sp t• 

,.,u .... et UTUeMa ..c lllten•t ld of lnoU _. 

b• at till .- U• 1111at.atN tllla .....Utr at 

u•np, tt u Mll-e. ~•••••1• tlllat * nc.tt• ta 

IN.Sll• eapUal &apano llaa Mia c.o, ta • ... pater 

uhat, to *" ... naiatJ Ulalq ,._ till _..,l.-C 
INdllA palS., wlta. ...... ta tala *1• .-a•U• et 

teN! .. tawo~a ta ta.o -.au,. 

au~ tu•·-'- of Ulo ... lt&l a..l\Qto ta till 

lllltac ....... a U.,.I'UUr a '•ul ad •• altwau .. 

..U ...... ltlJ lliet b lbalt M ..m.u.t ta tnH 1ulil 

... Ill••• •••. "' ... -·· ... lift .... Plea •• •• 

u .. aakaplatlq .- b¥111 ta b lnd1 •• 1 etec 

...... , ..- .nu. 'lin••• "'"" • .... • .. , 
tM, wtU ftlliW ........ -.-1 ta *' aaoarlll 

.... uu. •••~· ,..._ au ••s ... llaft '111111 

,..,.Utltaf r.. laftatlq Sa..._,.,._,, at ,...Utta 

..... 1 .. 

Regraded Unclassified
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pMI'Ol- .......... ''"' .. IIUlltJ ... , .... ... ,.._ 

lltbUed r- laftltlJic ta.., ll .. trie ,.._ MWU; ... 

IIU IInll afl ..... UI te 1 .. 111 •t tkl duM If tale 

hedU. en.tltlaUoa 11-*l~UU. ferallll ... n~~t11 ef 

Malle -.! etMJ' fb•ehl 1~1-UCIIII ...... law: J1 

eowpal••l welee ef -.t It)' .... n. .. pw.aU. M••• lla'N 

belli eatalte• It)' tlla .-letpalUJ' ef lie P~l U14 b 

.... al • auu ... et ••nabtJ' ,_,11, btlll.u "'-

" ... " .... Mtalt.d ........ If -- - ., ..... 

b dl't't ... l wlt.t&.e, u -u - pftflftllll fll1' .. 

lftdlt.. o..a: .- •• ...., •l'lfllUJ' tu -.11 "''"' 

fll1' ~1...-t et Mhn1 n•-•• ... u...n., te 

detanlU •• en••t te ala fllnllll ,.n&dpw.Uoa &a 

.,_ oalfll'll MMI fe1' lllpt-tbf tile plad11111 81 .. 

... ••n•W _, rnwu.t Yl.qiu .. lev •e 10, 1111, 
U fiiU.W.I 

.. . •an.n .ut 111M~ • Uftt..a.tr ta •• ~ '' 
eat1'J' et twe&lll ..,ual w~~a. .... , .....-11 
•• INtlla, .... ,n, U rill .. , teleat• fwnllll 
•'Plta1 ., ...... , ... -ftt&U.t pftfltl 11' ... .... 
• ,,..,.. " ........ t.tel ... ""'be .. u ... Ule, 
ealJ' _,.:apJutl fl1' •l..Ue 11' I 11l•llw1 

!::!~:.-.&tal _, euta ltlllt Ml tab U '' 
.. •U tkw •tt.oaal 1111 o et hull. Clapltal ......... ,_ *'* ........ teta117 le 

• ,..., ................. "" latl .... b \1111 
-- ., uta-\ ......... ftll ...... ,w 
willa llllltl ltellf te ~ •Ueetla If tneftlt ..... , ........ , ............. --- ... 
.. • .......... ,.. •• Ml•ll ., IN4 •••• 

Regraded Unclassified
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-
-'"sm'h 1- 1 

JAtlOIW.JutJOI OP lUll 

~1o1o 141 of ~ ..... 111aa oaaa•t. .. ,l .. ..-.1••• 

tlla' Make If 4epeeU .., IPI .. h la lraiU ealr 1t ~elP 

lharebol .. re aJ'e lraalllaae aa4 Uaa' Malle u PH•n• 

epereuac •huo ehl.ll 'lilt ct•ea a reaeeaa'llle port .. 1a 

vbleh tl 1-Plr YUh \h11 PHYhlaa, 0 .. p1J1Jic YUh ~11 

proYUloa ~• l'e<(lllrl 'lla' Aauleaa Make epera'111C la 

lr&IU WQ14 llaYI ,. 41MOaUftl t)ae .......... If 

4aplllh, ooa,S...l .... ralr ta Uaa •••t111 ef ac-1111, or 

wll14 llawe •• 'lilt •raaoferae& lata llraalllaa ''"ll 
eoepaa111 aae •11• u.r .. •raaafe1'1'14 rr .. ~· PU'eat bAall 

\o lraalltaa au1aon1, 

tho troalllaa Ooaa•tt.•toa 111~• reqalr•• •~~a• Make 

operauac 1a lralll 'lilt Ao .. auo eorporauoaa nliJolt •• 

llraalllaa ""•"'IIC law, 11114 Uaa' 1111 ~~ allaHbo14ero 

~ ,.. •. -· 

\!IIHOf M l .. aUlaa olUIIDI, ro4eM1 aa4 ata•l 'llallkliiC 

ltChlaUaa 1a ~· VaUIA ... , .. porwlh oalr e-auo 

eorpora•t••• •• ..... , Aopoat••• t ... tca .._klae t.aa•t.•••toao 

'llotac l1aUo4 to oonata ac•••r tuoUoaa . :ta Uaa VaUIA 

haha, Jlewewor, Ulo ollaroo of ••••U• MallliiC t.aaUnUoae 

ur l»o owal4 llr alloaa 11114 ~...... a forelp llaallliiC 

taa•tn•t.oa .. , owa t~ao •••t.ro 1'ook of • 4oa•••t• MallliiC 

eorporauoa. :ta oonata 1•11•• e,-oroa, !IIYIY11', altoa 

-•rah1p of •u uaro1 of oorporaUoal oapclal 1a tuoo 

MUYlUII 11 1'11,1'11'14 ' 

Regraded Unclassified
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u a •1• 1 ...... ..a Ill• aa •t.• et .,. ...... u. 

la..,,... ................... .._._, • 
........ •• , .... - ,..,... ....... u.a ... - ... ,, 

.. ,, • "'7 ..u ............. ., all .. , u ...u .. 

Utflelllt te JutlfJ a,_ 1 JNMet te llrUU 1 $ 11 .. 

u.. •""'' •uu• et 1lllaU et ..,.. ... u '" 1&"-

- P•• a rn11Mllle Jlft'tet t.a,....... te u_,.._ ............. , ................. ~1·--·-
,, ..... ll.Ut&U1ae. Jt _, lie f.IMII ... elNIIll, ~-. 

" .-u• "' t.at....ur te llrUU .,. ctn n•tece• at 

..... _ ~ U1e -· et M'k'• tMUUl" la IMt 

aa"la aa& te .... , alM &atln111r, tMt tlle ftltrliUM 

" ........ ,. ,, ...... et ._,u, ,. ...... -.-·u-
u llrUll " .... 1111 npt . 

.,., .. , ...... 
Regraded Unclassified
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;• 

-
., iilll111 ! 

llltlt •• MUtt b ... tra1 tbt 'bert an _, 

-p:rodiiOtl u UY" to badl or PN ... ,I tbat • uU M 

-pro411014 1001\ .. t.oally la lft111 wbt..a ttft7 rrea• 
oppon•lty to• 4ne1t~n, 1\ 11 •noatlr 41tflwlt 

to pobt ., W)' •tep:rtea11y ' ' •• PMthUUt ... 

It tbt a&ftttl fn Rllll pa-..t .. " ap..-t ad tilt 

ao1t of diWl~a\ N&•'DM1t, l\ 11 te M 14,.114 

t ht.t print" .aterp:rt• -u alN..,., llaw _..l'bll• 
prodlaot l Oft oa a tuwer teatt. 

~~~ tll• ~~bry pndlllttl tllat al'l -.U•n« 
to ttfu t~rpeneat J~H~lllllt.Utl 1ft lrasn '"' ~:r. 

n:rl0111 t)'pll tf til 1..C1 aa4 an•• ud ·YUiolas t)'pls 

of tnpleal WM4•• ?llrtlltr uwsUptloftt -14 c!ollbt-

1tll eontl61~tr ,.,_.. t~• lilt. 

Ia tilt - tf .-Mr, till att.te4 ftato1 lllpent 

eu.t1r appnzt...tt\y 100,000 ••:rt.o t•1 tf till wrU 

pn«unt.oa tf aMIIt 100,000 lllttrit tn1, Ul tpall ~ 

•mn1 Ill&. •m' u.oog Mtrt.t MIL a. Jill.· tile re:r4 
Ooaptay tau 1ln'ettt4 en.ra1 all1l• 4tllart 1t tilt 

4tw1os--t tf 111 rtlall)' ••fill rabM:r platt ft7 

p,..,.._Uoa la lraall lllut tlat u rtt Bot pl'fCI'IUt4 

bej 1 

-

Regraded Unclassified
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N7WM ._ lalUa1 -'•P• of lh PftlO-' '---o et 1M 

eeuelty ef 1a'-or ill \lao --- '-11.,., '1M Do-pan~•t•o 

tnfo-U~ tadleatoo tlllat bealth .... ltloeo lB tile 

AanOtl Tall.,. ou -.a e11Ml1eaUy o~t .. 11od •4 tU\ 

tbno h toda)' a eppon•l tr for tho lnalllaa o.wna­

.. trt to ooo~nh ta 4-.el~t of \ hl o snat utllftl 

n~~:loe ll7 uohtlq ta aUnoU111 \Qonn to tMt •-· 

!! pr<~~OBt !:! laadapt• labor eapply apPun to be t'llo 

~ auloue Mnao1a !!_ ou.-.. tul 40ft1o_.t. 

lbl1o Olltad at atoa oltlasna .. , aa alat 1ft do.elop­

aeat of !ll'lldllaa utlll'lll l'ltiOilJ'OOI tbro~p prhato 

ln.eateeDt of oapltal, tbo Ualtod t t at•• ao.oraaeat la 

propa?ed \ o aoaltt ln t uob deYOlo~at b)' ooopornttac la 

ehdylftll': tlwt poodbllltloa of 't'OJ'louo pi'Oduoh ad b tho 

loan of upono for lJIHnlp U OB aad ,_,... 

~ -•••na neooaeoe of a aplOI&Uaral aatun, 

t bo 'Pfte:ra.s of tho Zate~tal OooulU.oo •• 

CoeponU~ wl\11 6o .... rteaa llo]lubllOI , COtl t &lM tba 

fo1loYill1 nfo....aa 

•oepana•t of A¢CM1Wl'• 

:ca 

111&801'0110 otlldloa u•• all'OAIJ' baa udO of a,rl­
CN1tun1 ftiCIIll'OOO u4 lll'0'-1-• 1•1adlOI 
opoolfle 11 odlU .. tuoll •• ru'-""' oottoa, .. ffH 
•• tuaarl plaato 1 tapoola11r of t'llo tro11lH, 
plat poth ad du• .. ••l unatlftCt at •tea, 
at •ton. 1M Dopo.rta•t of AploalWI'o '-a 
-.pon.to4 diuotl)' with foroll!'l offlohb ... 

upono 

Regraded Unclassified
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• I !' .. ; I J • " I a 3 .. r 'J Ot f::1~: A 
= ~ ~ ; = ! • t 1 I t : & ~ ' ~ f • ·-~~~1 
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I .. i i = I r ( t f ! : ! ! s ! r'" ! lljr!r • • I f I - I = I G ! ~ . f ..... a: ! ... .. ... . •J • 
: ~ ; . ! ! .. i e i . r 1 s 1 : : ~ I !'1~1 ~ 
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r • • f .. • f r - ~ .. 

l . l · ~ ... f : ! . f f - • J J • r ~~~i~• • 1 ... ,. • ... • • .. • : .. •• ra• 
• 0 • - r : r 1 !l ...... -i 

i ~ ! I ·~ i I i ~~ ; : i I J ! ~ . ~ . l . ;· : 
= i ! ' : : . • - £ ... ~ • .. • •! li'• !'-1! -

• 
I 

1-' 
0') 
(I) 

-
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( 
edtblo! ad M*P ell) • -Nile ••'lr trP-• ef .-1JI eU 

ad wuew, .ut ... tJ'IIe• •t plat ft'll•n ( ... u 

pta .. rn, ....1., Ud ...,lila) , ad •llJ' typee ef ••tul 
usd beauUflll hal'd.wNda (uaJ)I\, of!Qr, •n'!lli, ,_,..._, 

pau BJ'adl, l .. anadl, no.) . In all tluo tutaaoew olted 

th• ueNMae of Ula pNdiiOt baa 11411111 eat&blh'lloed ... 

!!!! pnbl• taft.lwed h tiM 4 ... 1•-.•• ef eooaM1al 

8114 wpt-Uo prCHI.ettoa, d• alfen qallty •• - - - --

Lou of olY1lla11 •mrte to tb• ft!•ll'•• 9C!!t: " 

! 70 

Til• tou .. tag 11l4towt"• wCI!Ie ef tb• poewtbll1Uew 

wbto b .. , • .,. .. u a HauU o f W111'YeJW aad tn .. UpUonw 

wblo'll tlaa DepU1altllt of Aploul\aH lllepew \o lllallgllfttfl at 

ltw own tfttttattwe. Jn &441\loa , authortwwtlon 1109 ewtwte 

(Pu'llllo lo. 54!1 •f 193'7) for tM loa to tile CJe.,.~d •f 

Bftdl et .-peot.alJ.atw u4 •qen• •• aipt • 4e:rtake 

rpeelfte -.enu .. 110fto • ollld tile lnwlllaa Ocwti t 

" 4awtr•. lltboucl ••UCD 11 •• pa:rttcnaUrty of 

ooepenU on ta • s:tt~m wt\b •"•n of O"'J'l-tw~ 

•~•• n:pa:rtw of otlln llra.e'llaw of •• O..anMat ( wiiD'II 

aa \ be tnanry DeJ)U't••• 0 Labor O..pwrt-t o ~f Ooa­

ml .. ton , Depart..t of the zaurter, et owtan, et oeten) 

alltbt &lao be a4e ... uable elloul 4 tM lnalltaa 

ao.,.,....., •• nqaeet. 

Regraded Unclassified



It la I $SII'c ...... aa ..... pqtlaal_,. ta 

.,_.. .. ll au,.,.uca -u M tn •• lbutlba 

~II t t. fez.lat. lh PiliiW •• ·- ta taftate 
wttlllJI ~· ...,. et •u PNII'W tllle .,.,. et IIIPGaUoa 

wlltell lt al .. t -IUft ..-till. Ul*l Mtaa late~Mt •~ 

epeoltle wtelllee. ~• .... ..u .. 0..11a ••• -u •• 
••-••r te ...,1,. nalll 111" al •• aspt M ,.drat. 

R.t.IIOI IQb 

- . i . 

111 

-

Regraded Unclassified



.... "• ~ 
W'+l or M!Me AH ''P np111p•• to rem 

Ia Ol .. lln' liM, till INU11aa lldaiiiF la ~ 

, .... n--. a .. ._,, • lllhalf of tho IN11l1aa le•­
••• far UlNa aaftl 'bF...,...pl\la wll'lalalau •• .....,u .. 

• 
a upa..-. .. far ~4...,..plllo , .... ,,. la u.a ... llllaa 

la'IJ· ftll lhiUI4 ata"• la'IJ .,..._. twla..- "a 

lbllf plll ..... pllaP, aa IJICN.IP ... a lU ...... piiiP, .. 

.... lllra4 alar IO .. Nit 4lPIIU)' llf Ula IN&lllaa eo•­
ar.aa\, thro'IICII aw laftl Attaabf at Uta INaUtaa 

r:a'baaq . 

, ,. U...a taohlllatana '" Npart .. to ,_.,. ., .. " 

llruU ta la•nlllr ltM ... till taaUlla of no of •• 

ba<ra ""a'~ lolalct \bu. 
(ftllll &PN81'1•••• WIPI not, of ..... ,, ... _... 

\Ill p...taloaa af Pella 110 . M&, ... ,,. '"halolau .. 

aa• Nlllft .... -PIUaa r.e. tllll .... ._ ••• ) 

IU.& Rn &GU ' 

- . , . 

172 
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,.,14Tl01 

lhlUe4 1\a~e &'l'laUoa lal..,•ah are ••••~P111C 

laoreu1nc Elllropeaa ~UUon 1a llraall •• ln otlleP 

8olltll 4Mr1 .. n eo ... \1"lea . f'Naeh and O.IWIIn eoapea1ee 

opera~ tra-uaaue ••"1• .. \o IIPeall ... nauu ... 

lr1Uall aernoea are •11P"•~• \o be 1M11&vah4 s.a \M 

aear t\1\llft. !Mre h al ao eoape\1\loa troa hropeaa 

•irerat\ MINtael\INPe all4 U Me NMftllJ' beet\ .--re4 

tut oe,_n late""""' .,.. prt~podlllf \M .. 1. or a la~ 

auber ot lleh\ Mfta.,.erable plaau aft4 \ be eoaa\PileUoa 

ot a auber ot laa41n« tlel4a ta Bre all. 

llr. ••11•• ~ oonaUer U anl .. blt 1ft li la tonnr .. -

U oa wUll Dr. t.ranlla \o refer to the l 'llrop .. n oapeUUon 

•114 to nae•t \ha\ u 18 la \M la\tren no\ onl7 tt tht 

Ult.lh4 1\atoa lila\ ot ll'asU aD4 \llh healapllere aa • whole 

\lla\ \lit ttteru ot QaropeaJt la\treah be no\ \ oo «N•Ut 

•••o""P". 4\ \!le - u .. Dr· t.rellhe eo\114 be ...... "" 

or \be t1talre or \Ill• Go,..,._., to ooopere\a •• tar •• 

poealblt wl\ll prl'l'ato Ual\14 a ta\ta ln\treata la oPt!ar 

\ha\ \bet .., proY14a MP'I'lOea •••1 or 111p01 r lor to \'hoH 

prottrr .. 'b)' hrOpeaa laUI'eaU. I\ alatl\ be po1n\a4 "' 

to Dr . Araaba \lla\ \lie Depa"'ean\ w011lt1 be nrt wllllac 

\o \au vp wUb \he ll!PO"' - I•IIO"' llaak tilt unar or 

al4lac 

Regraded Unclassified
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al41 .. 111l1W. ltatn nter,»PUee 111 MtU .. , .. efttit 

...... ,. ... 'r Ulltll" la......-a .... ,u .... u • .., .. 
INti propeN.l, ... Well .. lllpt Nq!Mtt l)p. Arallhe to 

Ull bll ettol'te to Unre tl1et !1aU14 stet .. IIIWrprll .. 

•111 dWTt 'be P••• aa 14tllll oppert1111U1 •Uh hropeaa 

eaterprUe• ta ••liiiU prapo .. le or 'bllle oa &llf proJnte 

1n H-euoa wUb ••aUoa aenloPMat• 1a lll'aJIU. (Ia 

thU reprt, U 11 of lawnet t o Mtl that 11111te4 '"'" 

alrplaae •JNhetu:nra '"" thq an -lil• to e~t• 

tUb hropeu otfere la .,.,.111 wUbnt epeelal •retU 

taelllUII nih •• Ulon that a1cht 'be pro•ldtil liJ t .. 

crport-Iapol't Jau .) 

Dr. ANIIIul 1e atteaUoa aJ.«ht proflulllJ lll lll•lht 

to two .,._ ... of l'lfloall lapor'-Aoo la wtlloh 111'81ll1•a 

••pport woala 'be a .. tna, n• .. lJ "" Web&111 Coanatloa oa 

C-Nlel AYiatloJI ·an4 t'hl 'l'e.-aent AMI"lO.a AII"O,.a­

tleal Ooa=teeloa. 

'nle llllla• Coanauoa -• el .. l4 Oil , ,,._.., 20, 

lftl at Ule llwtll Iate..-uonal Coftfti'IIIOI of Aanl ... 

IUtll. It Nlat11 .-eraU, t o "" ton41UOIII Gilll' 

• hloh the al•U &ll'oNft of tllh eoat:raeUq partJ wlll 

'be pel'lllUM te eater till tll'l'l '-17 of the other pal'tlll • 

TM CoanaUoa hat bela l'!lUtle4 liT the UnUe4 ltat .. , 

•xteo, 1111 Doa1111NJI Jlepulllll, ft&Ul, and •ll the Coatftl 

A811'1 .. 

Regraded Unclassified
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~ i . = ! i , ... 

-J 
(/1 '\ 

' 
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'!tie attaelle4 -raalu r- *'· Teat et J•-17 !1, 

lt!t relate• '- • prepeaal rroa \be Braalllaa O.•e~a\ 

tor the eablll1a'-••t or •• draran t'aetoJT 111 .,..u, 
11p011 Wh1eb Aaall'1 .. a - panha were 1awU .. \o b14. 

n Will be ra .. lle4 that \lila propoad, 11h1eb ha4 

alraa«r beea -lea\ .. to \he •r au *'17 Dapartaeata 

111 Ule ·-· or lt:ae, -· the 8\lhJeet or - 41eell8a1oa 

la the Lla1eoa Oo..tUae. '!'be War aaa ••'17 DeJIIIP\Mata 

111 ••PIIB4a ••"-1\t..S to 11r. ••U•• nataa t'ba\ \lla7 •u 
aot bel lna tllat Ula eoa4U1oaa of the tPaUUu propo .. l 

were nrt1e1enUr aur .. u .. to 1ataraat rnpoae1blt 

uar1 .. a airaPIArt aaallf*otuJ'IAra, \Nt tut poaalblf the 

tPe&lllaa Clon.-en' alCh\ •" to eona14aP rawlal• 1 U 

propo .. l wUh a wlew \o aak1atr n •ra auraau... The 

War all4 Jla'f7 Departae11U 'llo'h arprau .. the •1•• t'ba' 

n -• b111ll1 a .. 1ra-la tba\ a'hltlll4 wweh "' atreratt he. 

tCII'J be aabltlUb .. 1a IIPadl, tba\ n aho\114 be 111 

uar1 ... •••· ~~owner, \her rel' tbat 111 the elre•­

atanMa ana Qeii'MII or ItaUaa eollpe.J\1 .. wewl4 aot be 

rreul7 111\oraa, .. 111 the prapoaal. 

I a 

.!. 76 
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Ill ..u. et .. o n•• ., .... • aan 

........... U .. ' I b I t•llr aun.d.\ tl 

tMaU ., -., .. • ..... title, ......... .. 

.. 

.. , ...... ,.. ... ,....,, .. , alii UdMI .... 11 .. 

_. ,,.,.ten tt t.aaWl _. '""" ,.. a , .. ...,. 

u ..-t• --"~ ..... ·" I I ......... , • •'· 

u t.\ ....... s.n " sawn•' ...u.a a 1 •'"• • 4' 

111 w'tl1 PI .. nftH ltl ,..,.tal, 

MIC!!tt'le tiWI 

' 
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n. Obnl•• C. Afttboay, •too '"•W~t~~t of IIJTae 

ooore , llloorpont-s, lle\rolt, M1o-.tp a, ... rotorl'lld to 

.. \ Il ia att•- lily , ... ieorotarr• a ottioo. Mr. AatliOII)' 

ultd t bat tll• nii~Nt of o.r oo-••U~n "-i• nrtotlf 

oontlllnUal. 

It &JIP"&1'0 tliU 1&1". Aatholl)' , ebo opoa\ •- ,. .... ta 

O~inl •• lo.tll Aaerloa befor• t bo dop,. .. t oa , llao lt.­

negoUaU JII •itlt. •• Bn.allta a...,._, for •• oala of 

oqui~;~Mat for fiYo -plano kHo and of aqu.ts-oat for • 

a•taUon ft'J)Oh a~p. fM ao~Uatt oro o l'aY<I "'_u, lt.­
atoftdad to ocn'el' all •-•IIU'J aowrial for • a.taU on 

f actory. •r. AftthmlJ' II ttna 1o -' oqul'Pt*l to &IIPJI\f 

-• tlla a •all pan at 11a• •ta:rlal. tor \be t aowry, 

lnlt b11 llae aJIPftllabH otll!tr flno ...._ oould ...,11 .-te 

• tari1 l. .u tbo l'tlqlaut of \1111 ln.dUan ...,. • .,, lla 

bu app'I'Oaohoc! t he bpon-Illpon llenlt aDd aoU4 .tl811aal' 

the c!• pooU of tollal' noballp in • • 8aak at Bndl 

wou. l c! pl'll"f'i•• ntn.t•• bub tor a - tor ...,. ,. ... 

Ol"'IIIU to 11a at ..... "Y the bpOrt-1..,..1'\ llu\11 tor Ota 

traaaaetl.-

Regraded Unclassified
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trsft8aott•. Bo ••U aat u •• t11f-cl -,. tllo 11aa 

tM.t ... M110elt -14 'PN'"UI ua~ah Mete fO'l' o .. 

a o'Mtltt. 

4 tlay o'l' t-o ap, •1'. &lltbony wae alll:ocl by tho 

l!ndlhn ~auy to laqvtn of O.Mnl Onltr 1111otbu or 

not · \bot ortoulon of aala a o"dU for thb ti'WlMCitlGa 

by tho Ulltod atat .. OOYOTII!IInt tr011U la._bo -y etl'!'llla­

tlC'II tut tho Bndlla eolidtary of P• ~rtua AYta U cm 

bno m y eer;ne or sapantd c.u o•or t bte pnpeeOcl at"n.tt 

fe ot oPy. Mr. 411\'bolly Tlt'llhnd tile •uaoettan that t!ltJ 

q_,. eU ou a I ~!~at Ito ao'l'a pro,nly a14"" .. " to t h\01 s tate 

Depart_,, but t ho CSbany, rpsotft eally llajor llach .. o, 

bad raplle~ thet he die! aot wteh to t~t• till' .att ar wP 

dtll the lhto D8p&Tt.oat 11.t t ll h tliM. 81' . Anthoii'J n­

'Plelaod t1M.t 'llo ball aonetlla'l'Ocl it lila <hatr ta bring tlloao 

f &'lh to the atteuUQn o r t h la lle~\oum\ aad tllat lMt U. 

11ot .,., .... O...ral Oftl& 111 r11p1'4 to *" •Un. 

Be ~fened te a D:ras1Uaa law 'PI'ItTidtng fer tlloe 

llahblln..t af tile al"nft faOtoJT b qweett011 •« ea14 

tllat be wu u a pedtton w IIMw tut atnea the ....n-t 
of t ble law O....aa all ltallaa lnter,..h ""~'II aall:llllf ••~ 

atfnh to o'"ata tile oontnot far Ut oo11etNotl011. .. 

~neeec! tile Mp& t»t tt t'lle Bnttllaae dU t•Ot!tuallf 

brtac t'llll •tter t o tile attaU011 af t'llo DeJ~art•"•' " 
...u 

Regraded Unclassified
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....... .................. 1 ..... adl 

*' .. _,.. ..... lat ...... - ......... ~ 

.... ,. "' .... u ..... ""' ......... u ... 7 .. ., . 
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:at 

1. 'ftlt ,...,.ul •-Nl. y•re ... of 1211 De~n 

of laUo•1 ,...,...... or .... u for reo1,....1 -..a••••• 
\lo\wo1a .,_, .... ,., ... nr1ou o\blr •Uo.w .. , wua. 
HUll ti'NN~o Nlpollll oa 1211 per\ of ''111 loUoaol 

lro ..... u .. o...,.. ... \Ill 011-'111 .......... u. lrl\oa. 

oa \!II o\blr balld, o...., ... U•lF ••1p\ot Ule prepeMl. 

!biN baft lleoa •Utda \'lilt pan yoor laONod• nuea•1 

of 1a\oNU 1a to•Ul ._,.1 ... \1,..4Mo\U. oa 1211 par\ or 

\Ill '" P~l'l•• oo~~P&a111 ant, Wbllo \lw Depo~a' 11 

110\ 111 a pooU1oa totlal\117 w 1poolt for \bla, u 11 flU 

\IIU 'lwF .,. p roba\11)' 110• pNporot \o oou14or noll a 

pi'OpoMl flyora\11)' . 

'l'hu 1...-ouoa alCh' \II llroaablt \o Ulo Braal11aa 

roNlp 1111111\IP wl\h a YliW \o UIIPWla1 .. trbo\llol' 1111 

Oo•o.-a\ 11 aow luft1o1eaU)' 1a\INU14 lD a rMlpi'Mil 

.,.,........, \o warre.a\ o-.. 41oouot-. \'111 •UIP wl\'11 Ul1 

Alllr1 ... oo..,.a.111, oP wbt\Mr hU Ooft-D\ wolllt 'lie 

PPipll'lt \o OODI141P 1 IIMNl IOIIftDUo a ....-1'4111& Nih• 

11'0111 lll'lltoa••• \o \II aoco\11\14 a\ \be looo .. law"' 

Ao1r1oaa ~~ CoatoNall Wb1oll 11 oaho411lo4 '' \II lieU 

1a .. n\11co, C!llll, oarlF 1a 1t4D. 

! . A\ Ulo 1'11'1' 1D\OI'•MOP10111 11&410 Coatoro- belt 

•• llllbaao, llonabeP 1 - oooo•• u, 111'7, n w1 ..... I, .. 

Regraded Unclassified
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PRllft 

Iahftel 411eullM8 Mft Mea IMU wUil AAiaird Laat, 

ON1,... If U.. lllllW. ... , .. *1'1\bll o-illlea, ... 

1\ 11 .. 1'114 'Maoue of Jlr. Araaba 'I '1'1111 IUI4 lafl• ... 

ln ual\14 1 .. \el aa4 81'allllu 81ppllllf ant 'M10•1 of 

\M abel ... ef .., Wle\F of M'l'lp\lla ac~~r \bl '-

et wbltll aoUaaal W.ateea\ tor Aa1rl10a lblpe eo1114 'M 

elebll4 1a araau, \!Ia\ ao Cleftllloa on a1pp1JIC 'M !IU 

wl\ll DP. Aftllhl or lf utt 411 .... 1on oa \IM n!IJ"' 11 

proJ11tl4 ._, 1\ be la \hi ,_,.. of a propeiOl , .. , a 

\l'la\F of _,... aa4 naYlpUoa 'M aoaoua"4· 

D1eoul1oa 1..,4llllf h \be a'bo'l'l 1'100-... \loa aoJ' 

-. •~r1ae4 11 foll .. a a 

(1 ) DP. Al'allba UJ' bo oo-MI4 for \lll 1DtllleMI 

M appai'ID\lJ' bal a .. el"\e4 1a •IEllllf \111 ... aalllaa aal'l• 

\1M fl'llP\ N\1 ooa\rol law laoparaUn. fhl ",... of 

\llle aa\ ••" pro\11\ .. \o h1a ftlll he ••• Mlll•• .. r " 

aeha.toa 1M 1\ 1a 'M11eft4 \ba\ la,..lJ' \hrowap b11 

etrerh, \hi law re•lM4 oa \he booiEI •Uho~a\ ~ .. 

la .. lpll'l\lla. 

( t ) I\ 11 1Nl1a~ l'lpll'h4 \lla\ 'DI' · Aftalla II 

Poralca 111a1a\1r r ... a\lJ' 1'141111\14 \hi • all\lr 1f 'ftr 

at lruU \1 la1\I'U\ hll ...... la \he Ual\14 a\a\11 \e ... ~ 

Regraded Unclassified



:as 

utp a •w•Uitlal pnttca ot ali'P~I ,......... "' •• 

""dltlll O.tll ' ................ ..,.,u .. u.. 
(I) 11114ft a law If 4)1d1 10, 11W (law ... 410 

ntarlo Otftltal ef A<pftl u, ltl'l) • lftdl .... , t. 

r~bttttata the L1•7d ft7aat1alro. ..._, ~· prDYtel ... 

of thie law sa taYII' ar t hh llradllu llllppilla u. .. ,. 
tnollii!M ewptlfte ho!a aU dlltlae aac tana at-,...._ 

tt0111 tu 111• - of 111• LlOJd lnetletN a..-,tta ,_ 

tll• a <p<~roallt ao14 tu u4 a Nd-"loa af !10 ,.~• at 

tb• -~ fMa for boUI •• .,.,....,, *1111 lll4 tM 

elllP!IIH *• aplo, Llo)'4 .... uaba llltJII, -~~ *' 
ellt,-h t1r tllll L1o)'4 lftallalN er ...... t .. tile 

oo~,.. • on ue "" anap\14 h'oa tM fNlpt _.._ 

bJio 

OM If tiM a'boYo u ... llaa " ........ attaolt •• u ... 

onatuto17 t o fo.nlF alllpptar u4 ~at ta '"' 1!0 ,...._. 

I'Uw:tlo11 1ft oo~ ''"· ftte u ... aua •• lull sa 

t•~~~ta of _.,, 11 aat• te bl of -•U..Ula ofteat ill 

llln-nq •tppan to alllp by \laa L10Jd .... u.etN to 

till llnllull m af oUitr u.aa. ., .. , •• , at•• • ._., 
on"rtng lla?tp.U~ estah MtUJa ll'&aU ad .. ~tt .. 

ltahtt , no a~ for tllll 1 anal If •M• .,. ...... ... 

ertablaUOtt ... ba eutalaa4 a tN&tf ...... . 

or. uuba ta a.. to llaU -• nan sa NIU« te 

'" ...... 

Regraded Unclassified
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*1 ..... Mhl• lftdl ... U.. 11llte4 Ma"'e .-aUla _..,. 

not bela "rt•dJ ••ltaM 'r tM llulUIM o..taa.. 

,. .. ...,._ •1 M 1&14 t• M I ' 11l1M Ia till IJ 1 I. wlda 

nr. Aftlllla -'• • -.r• •• n ..... tp lftdl .. •• .. , 

at ttl tuapnl ~ n O.te-.r 20, 1 .. ._ lila ..u, 

•ta a111&11 be ala ta •'-"• 1ft tllle MU twta-, lata • 

aooard *•""' Ill MN111u141 .. UftaS .. d Mt- tllle llattat 

Ita tole ... Bnatl wtll Ita t~rtat _..r eiiJ' nq. • 

7!111 etat-st wov.lt •- te M llaMd on a 11~aa1 '*lA 

•r. Joaepb K_..,. 111aoad Mfora Ula llutUIM 0-tlltn 

tn 1tlf. !be 11~1al -. .. , li..,.. aoultaattoa. 

Ia new af .. hot tlllat •natU.aa ..... 11 line 

•ntad 11 .. tllaa aa ..,. .... 1f u.a tra4a "'- b .. n 
•4 t1111 aauee ....... aad u.u aath« ........ u..,. un 

.. t .nted .. " tha aa ~,....,of •• t.-ma Mhl• 

tllla aauat ft&hl •d Bradt, u h all'l'toou ... 10 

,.ned er -• If •• llatted ftat•• - a..z11t. ,.,... 

•ntH la alpe If 1tMr uU.atlU .. -14 ut M 

11to•• wp ~1lat17 "'t111e hieU ... Bradltaa •• aattef 

ttahe ""t ... .- -1• •~ ..... tu• naat .tH .-y 

tna ... abla ))ba tael'll•• to •• utet tlllat tblf .-if 

eo.plJ wtUl Dr. 4ftllha• • t .. a. 

Regraded Unclassified
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pnLlTIC*' IE!III!• 

T1le a~. ....... tu.tl .. wbllll tor ..,. 110athe ,.,.,.., .. 

\he lrae111aa reprel .. tatlft IPoa •••-~ the pa1t\~a 

ot Ylaa C!lat,_a ot Ule laCtJ'IOft"-ahl C.•Utat oa 

PollU .. l "''-"• •• r .. olftt 1a II"Mber aa4 Ill'. Mella 

LObo •"• ... • tbe ••U..- ot the otrt .. ra ot t he ca.­

aut .. oa De .. aber ! •a4 J•-1'1 fl. Ha "-• beta _,, 

eo-opanoUn aa4 helpful tllro...,_at·. 

,.. EMaHJ at llo 41 J aMll't Noorte4 oa lloYeaber !:S 

\bat • eo-u of '-tvat1oa '"' •t-ltsaUoe hatS .,._ 

" ntlr beta.,..., .. uMI \ bat lrarll'• IID'Nat ta.'-"Uoa 

poUer •• ..,neloleNblJ aora U'beral eoa"l'llllllf t'lta ... 

alalloa of eertata ala•••• of JaWleh rer.cee• than hat 

pNtloadJ beea the ..... •r. Lebo, howenr, a4Wha4 

lllr. llll'blae 1a •o.rtt•- oa De-ller I!! \bat he bad N­

...... lila laltr.eUoAI I OMII'IIllllf the IM:Jt altltlllf: ot 

\he C~UH ... tlat t bt7 were aoe\ dl .. oool nUfl@:. Hll 

Oonraaeat, wblell ba bad bellatlll wollld t.lle " PP"'"I•t•l r 

tlet t ho_ .. taeol .. tory eal!fl'la\1 " , .. r ror tbe aan 

three '""• -• p~r .. to a4a1\ onlr t h ree thou•nd 1a 

all, oe ...a41t1oa tbat thiJ .... pro••• •srtaultwrellata 

aaa paeeea .. d tt,IOO eaoh la a44ltton to eteoaablp raree 

and aetn ..... t •"PP•"•· 
llr. Ualah 

Regraded Unclassified
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::.. halllla a. • b of .a. eptat• .._, ~· .,..tU.• 

OoYerMen,, •n• t.aua \o .,., lewtu re,...._ ta ~~~. 

• o..1ld ' ' tao\ t41Y0...-1J' \o a ft41Pt\1oa U..\ a refla&" •to­

n1 u t.1oll PI'OJ"'• Wlt.ll ~.a tlaaaolal 'b• •t.as Uld "'""' 

tiiPI!I'Vh1on, b e unda"t.altetl 111 t.be 4..,- IIOI't.b•Nt\e"' ~ 

1nou of c.era, l'arorv~ IIJI4 111o Oruoe Do l!one. we na\eat 
0 -:'be arM aurr.... trow ... ourrn\ ~t.• IM\ 

1e h1 l!hlY produc t l'l'e wan 1JT1.,. \104 • It. h t hu par\ 
ot !Ndl wblob ~•po114t \o OU' 4r7 ., .. ,. f'be 
!!rt:.ll.l..&at b&Ye tlwi"O•e4 OlD' ld .. t aJ1C! CNI' .,&Jat•t 
and I\& Yo ada PI'Ofll'l••. 'nle a4"Ra\&4H or ••t.U_, 
htrr• 1111r;h\ be -ed 1Q ta \he t'olloort.l\~ \~rae: 
po•albllt\J o r tkl.-elt~ 6'0VP tt\t.l ... a\ ooa\rollad 
h ult.b oon" 1t.1ont, nean u a \o t.ho aee. , aatne-\ 
bacad oa .. plt.al ooonol&loall:f eJtPtmdt c1 oa kohaloe.l 
roJect. .. l"hote o." "-l'''ctr r 1e '1"13:.1 Jcno...n. 'l'ho l.ow la\1• 

l.111!e ( 4 oagrou to 8 de9'1et !II tea• t.o be a. dra­
bi\Olt , b u\ t.he>·e 1 e t Oll" elfl"''8 t.1on cboYe t.he a en e.nt 
t.ht .. p1 t.&l eJq>eD41 \llr<~t woul d t llrt.&ln 1"" gra.4t b.boP 
,..,t U abh from ehawhel't 3n Pr1' 1U. • 

No apeo1tlo 1nfor!!lllt.1oll h r'UUtble l'ft to th8 lli'OIIIl\ 

o t N f11 ~1 wbloh ld.e,ht. bt' an1ltble t or t.l\1~ r,Prt.tclllU' 

proJect. , 'but. \ht prlya\e orpli1&U.Lone are \bU\k~ 1JI '­

or N1t1JI& uoo,ooo,ooo tor tot.UMent. 1JI t.b• DoalJL\oaa 

1\tpWIUe, 111ft~, Brt\lth Ouu.a or ot.bor tulubl.t ..,...,. 

l \ h qu1 t.e poul'ble Ul&t. u\t.lelt01lt. 111 1 roan .-cul.S " 

acr e ~Yon.blJ- rep.l'de<! t.b&n .. \\leaeA\ U t.bo .. o\her 

ereaa. 

· hue U>e are.aUtaa OOYttniMft\ !lao 111111oa\ed en UIWP­

.. , tolll1 11i reoelYU& asrt.U~U.e\e, l\ 1e 110\ l~~PG•­

.t'blo 

Regraded Unclassified



enle .. , .. •sa , ~'alae M la\c:M,. 1a 

taae ..VMI¢ 'lalladlet taft&' .. • ..... 

aoa.,..nal-.1 •tupl ... tw u.. peooan&• ot ..... 
.. ......... ,.._ 1U spa. a. .. ,..._, ._l..,. • laiWI 
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_.... et ,.. .... wt..aa .,.na1 •m• ... 1-. • ., ....... 
la 'IU1- ... lftt.lll will~ ....,, NnaM& a ,,, M" r 

, ...... ftoM Icc 111r \e \1M ~-.. 

1M M\\1--' ,...nlU\leo et ~NUl ... • w 

Mil! If .. \e U..M et 1t1M1' ......... l\ -u M _, Ulp­

N U \M ... alUNI a..-. .. .-1& M ill'-.... la 

,..uetpb 1a .. an, rtnznue, eet•\LftMU7 ...... ,_...., 

... ......,e\1\ln ,..,.... oo1 ...... \l• Ia • .- -. ... 

"""Tllle • ...- uunu .. •• toM ... utaa •• a\ 
al-' ... uw "'' nlt.H \e \M ...-u• et 1\1 aau.-1 
la'-e\o 

.. lfOAI I:IlO \ 

Regraded Unclassified
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IWDP· .,,, 'P l!!Llt! P9ftL6UOM g rem 

'lUll ............. ......_,, ............... _. .. 

(telepu •· 11, ~ l'P, ,_ U.) .._, 1 tlle 4Witlea 

et .1.,... .. ... otlltr ~uea tat. .... u to a •• , .. , 

of .. ,..,. laWNU ... "o .. llNI CU'l .. ttl~ &1-eloU 

\o .. eenata ... Ylowo ....,.Ct., tbo wtHU ,.u., r.r 
.... u • ... ,,., .,. t.llellrt., _.,. tato-•u• -

ee....U. '-'paUoa la ..... u _, M ot -· 

ftae Pe11Uoa1 Dlwlet .. of t!ll lftatUaa ,.,. ... of­

tlee la a ••flCeaUal • .._ !lee .... u .,..n.aw aal­

elllaUaa ,.....,... tile f.U.wl .. t.Ntca-Mra Nll .. ate la 

111'1111 ( .. .,., ... ao. 1181 leph•• tt, lUI, ,_ tile 

llabaeq a\ IUo Co .Jaaell'o) a 

J.,... .. ---­ItaUau 

teO,OOO 
t.o,OOO 
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U OII of t tlat erista. 
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111a ac.t•~• " •-"'-1• 1ata.a ur ••Wbor u.1 ,.._ 

,,._., 11 ,...,.,... te ... ,. .... tor \hie Nl1pNI&l 

111\tl'l'biiiP· 

t. nal· 
11 IIJ.Cbl 'Ill polal~l " 101111 .. 1' ..... ter 11110• ... 11W 

the 

-

Regraded Unclassified



tM S..a 11r·t oU..laU• ef tate-U-.1 r t .. tleul 

ttl•• .,,. ................ 9'., .... l, ....... . 
• • ef a netpaterl ~- ...... _. -.rlu .. tllM, 

eel)"Ola117 tel' ... lft 1M .-..1 ~·-· •l•t M .. ._. 

for ~lr ..... .,. n ........... ttlrt tlalo -~~­

MOM tMil- late-.1 pepeoal, IIINJ.7 te ...Utile at'­

U• et •• h'ad1ta Ge•w ld te •• hot tlaat No 

DlpUWoft b ~tally btoNrUt Sa till bonroo If •• 

.,., u•t of tafe-U-.1 fUM .., 111-• a .,._, dhl 

of ••••to • tlao NOl1111M•1 tllanotu et •u o ' nsp. 

Nl 1Pattoo11rL 

RA 110111 OCII 

Regraded Unclassified



TREASURY DEPARTMENT 194 

.,o S.ore\&17 Korau t.ba., 

,. . 0 .. 1, B. JoleT, Jr., J.ct1a.c hneral OOQD.eel. 

~. ace~ atf14aY1t h 4oo1pe4 for ,. .. 1a a proc-.uc 1a 

& low Torll: S\a\e c-r•, broach• 117 All !Jopor\er '" o..,.l U.o h4oral 

lleoern JaK of lew To rll: '" oorUf)' M ;ra a 41tforont r&M of ezeh•l't 

tor U.o :Braoillaa allroie tro. - ooo lloro .. foro oorUf1o4 117 - -

pv..,.....t '" law f or ,... 1a oalCNl&UIIC clllUoo oa ~orh. If - t... 

porter obOlllcl .,..coo4, 1\ .-14 ronl\ la oooflltloa ao4 'IUICtr\aiat, 1a 

the 11qu14at1on of oatrioo. 

~· noo01o of U.o JaK clopoaclo, la part , llPO" a ahowlJIC _, Uo 

cor tlflcaUono aro -· aa "" -cent or 11lo\rwooatal1t, of U.o 17n1\o4 

S\atoo, !bo atflclaYU 1e 1a\eDclo4 to &14 U.o laK 1a .-ld.DC that 

abowlnc 117 1D41oaUac 7flf1Z iatoroot ill U.o pl'oooo4111C ao Socro\ar7 

of U.o !naaou7, - 117 ahowbc U.o llN -· of ncb oortltlcaUoao 

b7 U.o froNv7 Dopar-t 1a - aoHo-nt aa4 collocU oo of cluUoo. 

-
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PAR.t.PHIWII OF T&LI:Q!W( Ri:OiiVED 

FROM: American bbaeay, Rio de Janeiro 

DATE : llay 17, 4 p.m., 1939 

!10 .: 161 

STRICTLY OONFIDiNTIAL 

Upon his return t oday, Aranba's health waa muoh 1m­

proved. 

200 

(1) Aranha will meet the Minister of Finance t omorrow 

in order to discuss the resumpti on of payments on the dollar 

bond indebtedness (aee Department's No . 74 of LIS¥ 3, 6 p.m.). 

As to the future of the Washington agreements biB general 

impression is very good. 

(2) He emphasized the interest of the Brazilian Gov­

ernment in the sucoeaa of Major. L!aoedo Soares 1 mission i n 

the United States. The Government of Brazil baa decided 

to improve all of the prinoipal existing railroadS, 

especially the Centr al do Brasil, and t o ereot a steel 

facto ry here in Rio , an4 to that end t o purobase 1n the 

tni t&d States a considerable quantity of rail way equipment. 

Today Aranha telegraphed L!aoedo Soares t hat he i s authorized 

to undertake both negotiations; Soares is to disoues the 

steel factory matter with Herman Greenwood, the United 

,States Steel Oomp&ny r epresentative . A flattering offer 

to ! inanoe and oonatruot the factory baa been received by 

the Brazilian Government !rom Krupp. Von Bohlen bimaelt 

wiehea 

-
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wiahee to ooaa to Rio for that puzpo... Howanr, Brasil 

prefers doing the buaineea in the United Btatea, and deairea 

to handle it with the United et~toe Steel Oomp&DT in aome 

aort of oooperative manner. 

(S) Aranb& b&e not yet gone forward with the matter 

of the oentral bank, owing to hie 1llneu, but intend8 

to talte 1 t Up in the near future. 

O.AJ'J'I:Rr 

li:A:DJW 
u I • ' I 

· ~ 

• 
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FROU: 

DATE: 

IJO .: 

PARAPHRASE OJ' TllLEG!WI RJ:OUVED 

American imbasey, Rio de Janeiro 

Way 17, 7 p.m., 1939 

164 

CONFIDENTIAL 

2'02 

\ 
.l._-•• u 

Press despatches from Rome which have been publ ished 

here recently to the effect that the Faeoist Party is 

conducting a campaign for reducing ooffee drinking in 

Italy were r eferred to by Aranha, who sai d t hat t he news 

had created a strong impression here in Rio. The de­

opatches intimated that the purpose of the campaign is 

to compel Brazil to enter into a barter agreement with 

the Italian Government . Aranha received a visit today 

f rom the Italian Ambassador who expressed the desire to 

enter into negotiations on the subject with Brazil . Aranha 

~ade the following reply: The Brazilian Government never 

enters into negotiations under a menace or a threat . I 

shall be glad to talk to you when your threat 1B withdrawn. 

O:A : OJ\? 
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EDA 

SEcrEt~ry or StatE 

\\.ln;l~ngton 

J 69, ~aJ 20, noon. 

~Y 160, ~no 13, 1 p . m. 

RIO t£ ,TA!IEIRO 

D&tcd llay 20, 1939 

ReceivEd 11: 40 a . m. 

203 

T:-.: 3r.ltl< or Dr?.l.il dEci dEd today to relEasE for pub­

lie\'. C~'J': l~ th.: l;,.,tt;.l. StatES and .Brnzil 'ltl Jia:' :?1 t.nstEad 

of ~~~·~ 22 thE nor.::.c-:: concerning thE :i.:\quicl~tl.ou or A:o£rican 

arn.'~L , i,.,c ludintr ;x~.hangE con tracts alr~t.i\y granttd 

Qnd oolltc'.; ions f <'r ·:1i1ich contracts hiW£ :>ot 'bEEn allocatEd. 

Pleas£ ask DEpartmEnt· or CommercE to ndvis t district 

officErs of this action as u idEat publicity i s dtsira'bl£ 

for American Exporters. 

cAPPERY 
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EDA 

S&orctary or State 

Woahington 

1701 ~ay 20, 1 p.m. 

-RI 0 D£ JANEIRO 

Dated May 20, 1939 

Rtoci vtd 1la42 a .m. 

T~£ Bank of Brazil has just announocd t hat in addi­

tion to the Oo1?f• valuE of i mportEd mcrohandis~, 

imr;<>rtErs r.10y nvVI purchase ExchangE i n t e o: frEE mar kEt 

for ')Qnking ohargts , stamps , tdtgrlllliS and intErEst on 

~vtrJut billa from dA t E of maturity to da~~ of paymEnt , 

providEd such chargts art for the amount of thE 1mporttra . 

Purthcrmort, arrEars of thes e cxpcnau 1ih1oh !mportaa · 

have not b t m ptrmltt td to remit, may alao bE liquidatEd i n 

t ht frEt markEt . 

Mro Thomas of thE National Por~ign Trade Council 1a 

1nttrtattd i n this matter. 

Pltast i nform DEpartmEnt of CommtroEo 

WWC 1 PEO CAFFERY 

-
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P J.Rl' Lt.L P UAPIIRASE OV TELi:G!Wt 8iliT 

TO : American Embassy , Rio de Janeiro 

DATi : !.lay 22, 4 p .m. , 19 39 

1!0 .: 94 

Tho Expor t-Import Bank has informed the Department 

t hM t the Bank of Brazil pr oposes to charge six- tenths 

?04 

of one percent to American exporter& who receive i~~ediate 

~yeent of t heir claims. 

This has disturbed t he Export- Import Bank inasmuch 

• s it waa not contempl ated at the time the credi t was 

.•.rr~-1\.,ed that such chargee would be made . After full 

cons i deration, however, the Bank haa concluded that no 

complaint s hould be l odged with t he Bank of Brazil on 

th ia ~round. You may, however, when appr opriate occaaion 

?resents itself, indicate i nfor mally to officials of t he 

3ank and of the Government the disappointment of the 

-.xport- Import Bank. 

I may say for your i nformation that the basis of the 

~?k1 s decision not to make any complaint 1& that the six­

tenths of one percent for sixty days is equivalent to 

three and aix- tenthe percent per ann~ , which 1a what it 

coste the Bank of Brazil to make the cash available 1.mme­

~1ately. Furthermore, the tunde now advanced will go to 

ship!)ere 
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ehippere Who made ealee with the tul.l lmoWledge that ex­

oh~nge waa being provided upon a delayed baaia and who 

undoubtedly made provision in thllir priou therefor. 

HULL 
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Sccrcto.ry of State, 

\Vo.ohi ngton. 

171, uay 24 , l p .m. 

GRAY 

RIO dE JANEIRO 

DatEd May 241 1939 

Rece ived 2:16 p . m. 

206 

~y 160
1 

Ma} 131 l p .m., Dcpcrtntnt ' o 941 Hay 221 

4 P•lll• 

The Embnas7 hn~ finally been o.ble to nersuadc thE 

Director of Exchcnge trot thE Bnnk of Br az,.l should not 

collect the di3 oount of 0 . 6 ptr cent ( oix tcntho of one 

per cent) in liquida ting deposito for pay,•cnt of mcr­

cho.ndi oc of American origin mndt frbm Fcbruo.ry 19 to 

April 8 i nclusive for which exchange contracts hnve not 

been granted. This decision which bcco~ea effective nt 

once o.ppl i es to ~ll deposits whether for collections, 

open ncoounts or dcily quoto.a . The Bnnk bo.s instructed 

its o.genci cs 1n Bro.zil to liquido.tc promptly ell of 

these obligation~. This ruling doco not o.fftc t thE 

po.ymcnt of cxchongE contro.cto c lrccdy nllocntcd whi ch thE 

Bnnk ia now pnying oubjcct to nn interest cht'.rgt oorr£• ·· 

spending to 3 0 6)1: per nnnum. 
Plensc 
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- 2- #1711 llq' 2•, 1 p .m., tr0111 Rio dE Jandro 

Plroar rrqu&st th£ Export I~purt. Bank to notity 

thr twE1vt pnrt1o1pat1ng oonk.a of tt.1a do:ciaion nnd 

thE Drpnrtm£nt of CommErcE to advisE rxportcra through 

its district offices. 

CAFFERY 

KLP 

' 
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Secretary of State, 

Washington . 

179, Uay 27, 1 p.m. 

Rio de Janeiro 

Dated Xay 27, 1939 

Receive~ 11 : 30 a .~ . / 

A l i s t of American arrears is proceeding sa tiafao­

torily and the Director of Exchange i nforms me t hat all 

~erican arrears not covered by exchange contracts will 

be pai d in ful l before the ~iddle of June. 

The Bank of Brazil has instructed its agency in 

Bahia to suspend the purchase of German compensation 

marks in payment for cocoa for exportat i on to Germany . 

7his decision was made after the hank received notice 

that Ge~an f irms had contracted for two hundred and 

forty t housand bags of Bahia cocoa. Director of ::x­

ch:>.ngech3nge suspects that the German firms intend to 

dispose of mos t of this cocoa in other countries. 

?l ease i nform Department of Commerce. 

OAF!."ERY 

208 
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14¥ 4o&J' Nr. Par1ahl 

I beg to aokalowl o4ge reoe1p\ d J OU' 

lo\\or ot PobNal'J- 28\h alld ban no\84 1h 

oon\oa\o &&J'OtullJ. 

I •• g la4 to ba.,. \ h s 11lt-uoa 1a 

r ega1'4 \ o \ h e pool U on of r our af'Ul1ato4 

OOIIpon1oe. 

YoW' a ••J"J \ J'UlJ, 

llr. Wllllaa s . P&J'lah, 
Oha1....a o t t ho Boa1'4 , 
ltan4&J'4 011 OoJII)&DJ , 
l ew Yo rk, M. Y. 

J 
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STANDARD On. Co~tPANY 
( t-..-. "' It•"" , .__ ... J 

NEw YoRK 

Tho Uonorabl e Henry u. l.:o rgenthau , Jr . 
S&cro t&~ or the treasury 
7/uhinc;ton , D. C. 

210 

FebrY~ry 28 , 1939 

RGtero:tee ia :ado to the nego tla t\ons which arc 
now in pro~;ro1s with t he Braz111an Forol'n !.J.c1eter, Dr • ..'-""&n.J'o..&. 
lt "'As beon reported tha t one or tl:o eubjec U u."1der d iscussion 
is • pouibl e loo,n to 3ruil f or tho pu rpoee of U ouidatin&...out­
ot&ndin& eC>Jnmer cial. debts Ariffn& frOJr: aoor to o f ~rchiii>d1se 
into t h&t country. In tho lig ht of tha t. poao1b111ty , we ~.an 
recently explainod orally to l:r. Lochhead the pos iti on which our 
&rtl l1ated eomp~ioa , tho Standard 01:l Colbj>...,..~. Snzil And tho 
Calor ic Company , occupy i n r cgo.rd to !'otroleu.n imports into Bro.dl . 
It haa been tho prac.tice of tb.oaco. componho for aomo timo t o 
import ""'' t of t~ suppliea.,of :potu>l eum..pucl-u froro coun tries 
othe r t h" D th0lin1tod States , rooon t l y &bo~t 1/5 coclr-11 fro:: tho 
l'a ttor COW\try , a slr.d.lar propo r tion from To.lo.ra, Pen& a.nd about 
3/5 tro:a Aru.be. , !:a therle...'"lda Wes t lndiea . 

The p r incipal. re&aon "ey our atriliated co"'jl8Diea in 
Bra:il tr.po.-t moat o f t :.e!.r au;>plioa fr0111 Talara and ANba 1s that 
thoae s oureoa represent t;l,e z;.os t eoono:tical po1r..t.. f roa which to 
obtain their r equire::ents. Tt-.rouz!ur.:t t ho world we endeavor to 
adhere to the gener&l practice or aupply1n6 our Yarioua market ,a 
!'r= t he :oat econn:=neal aou!"'eel althou:;:h of course exchange 
roatrict1ont, ele&rin~s and quotas oft en cake other arrange~ts 
necosaar,y . Thi s beneral practice in our forsi&n bus lrteas i s 1~ 
conf o rmity w1 th the b e.. sic princi ple to whlch our Governneot adilor ee , 
namoly that i~teroatiooal trade shoul d be bas•d upoa the froe 
oxohan&e o r &ooda and b e D.ll t i - laton.l in ct'.aractor lU o pp.oscd to 
d1r oot bo.r tor or bi - lateral trado arr&n&o~:~cmth Fu r thermore , it 
shoul d be pointed out th&t our prac tice o f supplyinG Brezil from 
l ow coot for eign sources assists in t ho coneorva t \on or oil in tho 
Uni ted Stat es. The potroleuo pro4uoto which ~• shi p to Brazi l from 
Tnlara and Aruba ar e anura.ctured fro:. f'en.~vbn and Vt:~net.uoll.n 
orude r eapoctively. 

We t.r·e, of eourae, not ram111ar with t ho progress or 
tho proa•nt negoti ations with Dr . Aro.nh& and -!o not know -.tat 
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Tho Honorable i!cnry u. l:or genthl\u, Jr. Fobruar,y 26 , 1939 

Rrrt.ll&Ooctnta will be eonaumre.ted . However, it !'inancia.l assist-
anee 1s ron4ored to ~ra zil in order to llqu1d~te import debts 
owiD& to Amorlean corpore.tlous , wo hope that ·~· suoh asslstazlee 
will not '>e licl.ted solely to exporta or llnltod States ori.;iD. 
We und.erat..nd tbe.t there ar6 other M.orlet.n corporations in a 
pooltlon sl.:•J.l•r to our """ •l'rllatea with rea;>oct to their i:;;;>ort• 
lr.to 3 raz1l at!d we feel t~t any sound aM t\mda:Atntal solution or 
t.M =roolllan exobange problea should proTide ror the lic;uidetl.on 
ot cox.erolal ind.ebtedness owi.n& to A.urloan corporationa whether 
or not the oerchandise i~rtod orlt;irtatell ln tho Un!.tG1 Stutes . 
Wo tool sure you will agroo l'fith our contectlon t."t.at "t:te question 
involved really concerns tho liquidAtion of unpaid eo~rei~l 
Cl&i=a of k~riC&n COMpnnieB Opera tin& in eratil . 

In the t:to Con&elo.dos A~roem..,nts .,hich were a.rrangei 
in 1933 ond 1956, ~~r affilin tod comp~ioa were pcr~tted to 
pa~· t1o1pate with r espect to icporta into Bruil from countr ieo other 
tht\n the Unitod. States . They w~re conaif'!or·od to be 1n t ho 8&m., 

category as ot.i,~r American OY.portera tor the full Vl\lue of the 
9rH1lit.n imports . At tM present tbo tho Standt.rd 011 Cor.peny 
of Brazil o.nd the Calorie Comp•~· owe tt' our su'be1diA.ry cor::pa.nies 
in tho Unlto'i Sto.tes in eT.ceaa of ~5,000, 000 co-vcrin& the c . i . r . 
cost of petroleua ,roduets lmportod into Bro.t11 fro::. t.'le countries 
a~vo :r.entionod sines the last Con&elado: Agrse:wtnt. 

ita ea.n:estly request ;,"our •••'•t::lu:ce ln ... rotecting the 
lntereat1 of our affiliates in Brazil alert:; the 11r.cs ir.diea.ted 
above. Wo are tal.~ the liborty o~ wrltin' e. similar letter to 

th~ Socrot&ry of Ste.to. 
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llaron 2, 19~9 

Welles asked me to see Aranha a nd I said , 
"I have a suggestion to make. Why don 't you 
let Aranha t alk t o t he Federal Reserve Board? 
Thia is a Central Bank matter. Aranha saw 
Governor Harri son yesterday. I reel that my 
uaetulneee wi th Aranha is gone and, aa t he Chinese 
say, 1 I have lost r ace•. It he started f resh 
with Eccles he might get much furthe r and be more 
auoceaatul. I reel that my usetulness wi t h Aranha 
is Just over. • 

Welles said, 1 I don't see why you feel that 
way, • and I said, 1 I think I have every reason to. 
Think a bout it anyway. I am going up on the Hill 
in a little while and t his afternoon I have a Kanu­
raotur ers' Association meeting and I am going to 
t hle luncheon tor Aranha whi ch is being given by 
the Business Uen ' a Advisory Council." 

~12 
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March 3, 1939. 
2:35 p . )(. 

PRESENT: 

H.M.Jr: 

Lochhead: 

H. M.Jr: 

Secretary Morgenthau 
Mr. Lochhead 
Mrs. B:lotr. 

(Secretar~ 1 s Ottice) 

Archie, Dr. Aranha was here yesterday with 
Sumner Welles ot t he Stat e Department, and lett 
me a long dratt ot a document which they wanted 
to give me in the torm ot a letter, in regard 
to terming the Central Bank, and they wanted me 
to answer it and say that I will be glad to help 
them at t he proper time, (the proper time being 
up to them to decide to torm such a bank) and 
give t hem whatever tac1litiea we can, legally 
and properly, and t hat we would like them to 
have a tinancial attache in Washington, and we 
would expect to put one 1n our Embassy there 
to assist them. 

Now it you and Harry can ge t something like 
that fixed up tor me and send it over to 
Mr. Welles. And I don't think he has a copy ot 
that . Send him a photostat or that. And let 
me take a look at it. 

This will go as 8 suggeeted torr.~ ot reply? 

Yea, Just the same as thia. I don't think 
Valles has 8 copy ot t hat . That 1s all they 
want. 

(Meeting concluded) 

-
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ltEGONSTRlrGTION l'IN.\l.~CE COUPORATIO~ 
W.\SITJNOTON 

llarch 6, 19~9 

Dear l!4nry • 

At the President 's request, aa ;you know, we have been 
endeavorin& to work out lO&n arrqea>enta 'lfith tlw Export--~rt 
Bank to aaa1at the Oovermoent o! Bru.U in ita purpose to diaeon­
tinuo otticial control over !ore18ft exchange operations in so !ar 
u such control a!!ects C<>olllereial relations between the United 
St.atoa o! AMrica and the United State s o! Sra~, and for finan~ 
Al:lerican exports of heavy goods to BruU. 

Tentative agree-..ts have been reached as indicated by 
letter 1'l'<la the Export--Il:lport Bank to the Fore~ 111nister, dra!t 
or which is encl osed. 

Pran our seVeral diacussions with Foreign llini.ster J.ranha, 
it appears that, in additi on to the credits Mceaaar;y to meet the 
present exchange situation, probably not more than $10,000,000 or 
SJ,S,OOO,OOO wlll be needed to finance exports to Brazll during the 
next 12 months . This will probably absorb the tunda avallsble to 
the Bank for export credits to Brull during t11e next ;year. Should 
trade between our two countries continue on a mutually satisfactory 
basis and 1:10re long til:le credit be required, it will he necessary to 
enlarge the lending authority of the Bank. This can be discussed 
later. 

It is our undorst=din& that tho Export.-Import Bank's 
letter 1a not to be released to the Forei8ft lliniator untll certain 
other i.llportant utters under diacussion bet·nen the State Depart­
ment and the Foreign llinister, and about which we are not tully 
advised, have been dete=ined to the satisfaction of the State 
Depart..,nt. 

Honorable Henry l(orgenthau, Jr. 
l'be Secretary o! the Treasu>7 
Washington, o. c. 

Sincerely ;yours, 

J? 
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111 dear llr. lliniator• 

Re!orenco is JUdo to your coamunioat1on of ---------

The Export-r.port Bank 'Will undertake to oatablioh acceptaDCo credits 

tor tho Banco do BraaU in order to uaiat tho Qovomaont of BruU in ito pur­

po$0 to diaconti.mlo ott1ci&l control over tore~ exchan&o operatiana in ao tar 

u :mch control a!! ectaC<m>Orc1al rolatiooa between BruU and tbe Uuit.d 

statea, SUch crod1ta 'Will be pron.ded directl,y or t hrouch -rican ccx:cerciol. 

banka o.atiof actory to tho Banco do Braall and ouraelvcs, and shall be repqablo 

in ins talments over a period not exceeding 24 IIODtba, 

To permit the Bank of Brazil ample opportunity to liquidate i to 

obllent i ons under the crod1t, it 1• auggoated that e ach or1ginal draft sMl.l be 

Pao'&blo at S months' oieht and may be satisfied at !llllturit y by tho p811110nt of 

1~ of t ho face amount thoreo! and tho delivery of a renewal draft payable at 

S !>0Cltha 1 a~bt tor the balance; and tberea!tor at S ll<lllth interrala, s1m:l.lu 

t ra!UI3Ctiona aboJ.l take place, except that tho two last inatalJoenta 1111&11 each 

roproaont 20lt or tho taco -t or tho or1ginal. dra!ta. The total aDOWit o! 

such crod1ta 011tatanding at arr:1 one ti.cle, whether reproacnti.al or1g1nal or 

renna1 drafts, aball. not exceed $19,200,000. Tile discount, inclw:lintr t.boo 

acceptance coo.daeion, shall be ]$ t1at upon each draft or acceptance -

equivalent to an annuol. rate or 4jC . Tba dotaila or the tranoaction will here­

after be arraneod between tbo Export.-liaport Bank, or t he apprOYod ~rciol. 

banlca, and the Banco d~ Brasil, but it 8hall be understood tbat all drafta 

ahall be liqu1d.atod on or before Juno 28, 1941. 
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To a1.c1 in ilapl"'Yin& Brasll•a t.ranaportat.ion t acUities IDd the 

cle•dopDODt ot her other .s-atic Wldartoldn;ra de~od to increaM tile pro­

cl\lctive capacity ot tbe Bru1J 1an nation and her trade with the United States, 

the Export-Illlport Bank w1ll cooperate with tbe Aurican unutacturera and 
' 

exporters in supplying the requirements tor theee dfiVelopmonts by participating 

with such manufacturers and exporters. to the ment tbet ita tunds may be 

available tor such purposes, in the ext.eneion ot crecl1ta ot a tenor calcul.atod 

to enable the Government ot BruU and the Banco clo BruU to create tbe 

t>Ocessary ex•bi'V!O rlt.bout clisNpt.i.Dg noraal. purclluoa .tra:a the United States, 

or too rapidl7 deplatin& BruU's suppJ;y ot tore,.., •zchani•. 
The b:port-Illlport Bank WlderatiDda that credit& ot the Jdnd under 

c= ideration will he ot a c......,rci.al character and will hear a rata or 

interest cOillllellSUJ'ate rlth the individual traneactiona, not in excess ot 5:C 

per llUlUIO. Accordingly, we would. pref er that ~ advance a should he ~&ainat 

the obl.1Bationa of the Banco do BraaU or other qualified banking inaUtutiona, 

and that adequate UIIIU'&nces be msde by the BruUian authorities th» the 

requisite dollar excha'V!e will he avaUable tor repayments. It is suggested 

Ultew1ae that proviaion be made for periodic pay~~enta to tbe end that no 

siJI&le ~t rlU occasion err aerioua depletion ot yau.r country• a •xchqe 

reaen-e. 

tithin the period during which the Bank ie in poaitioo to usiat in 

PI'O"ridl.ni thaH credits, and to the extent that ita tlmde aq he ataUable for 

this purpose, we will cooai.der ozrr apec1t1c proposals u they aq dfiVel&p. 

Sincerely youre, 
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lJ1 order to increase trade between the ?"1tod States and Brazil, tla 

O<>vonwent of Brazil would ll.lte to ~~eet without dolq Ill present and tuture 

trod• ob].4at1ona to United states t1ru and nationals' an arrana-t that 

will be ... ~ benefici.al. to the UDited statoe cf JMrica ODd the UDited statee 

of Brazil. l(y Government also contt~~~plates the iaq>rov....t and extonai"" of 

Brazil's eXisting tranaportation facillties and the e stabliehlunt and upmaion 

of basic induetriee essential to tho d.-etic ocon~ of Bruil. To acca.pllah 

tbie, c.redits will be requi.Ncl, credits extenclinB 1n ...., instance• as lq 

u five and poee1bly ton 7"&r81 d.ep«nding Upclll the dlaractsr of the purchaaea • 

for which tho credits will be uaad. 

Theaa objectives can be greatl)- facilltatod b)' the utahliabmont 1>7 

JCUr Bank cf acceptance credite in favor ot tho Banco do Brasil in order to 

pel'llit the Brasill&D QoVemmont to 1110et IIIIIOUilte due to JMrican e>qx>rtora to 

Brasil and to enable the prompt rellll.ttance cf dollar exchange tor tutu... 

pu.rchaaes of i.nd:wltrial and agricultural products cf the IJnited states of 

Drica. SUch acceptance crodite, it extended, will be utillsed tr.. tiM to 

U... as required during the r•e1 Mer of the calendar yur l9S9; ODd will be 

reimbursed 1n quarterly inet&J.unts over a period not exceeding twenty-four 

-tba for &a:f indiVidual itea. 

SUitable eteps will be talcen b)' the QoV...-nt cf 9rull to 1n8uJ'e 

the acquisi ticn by tbe Banco do Brasil of the dollar exeh&n&e required to 

extinguish tho obllgationa as they uture. 
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'!'he oou.-t of Brasil 1a undertaJd.n& the e cOMOI1c dnelos-nt of 

the Bru111llll llatian and propoaea, uana other tb.iJ>ae, to uaiet 1n tbe 

est.ablia._,t ot certain beaic industries, iaprare tranaportaticn f ac111t iee, 

and to undertake other project • deai8ned to 1ncreue t ho productive capacit y of 

the Nation . The coot ot t he act.ivitiea contempl ated w1l.l be met by revem1ee 

other than thooe presently allocat ed to meet the nomal expenses of tho 

Government . 

Subetant1al quantit.ie a of :I.Jlduatrial aoode produced in the United 

s tates are urgent ly needed t o acc<~~~pllob the purpoeee enrlsa;ted but tbe acquisition 

o! such goode acainst cash payments would seriously affect the abillty of Brasll 

to continue normal purcbaees tram the Un1 ted States and would strain rt1J' Oovem­

::ent•s foreign exchange r esources. To obviate the inconvenience of restricting 

nonaal t rade and the danger of too rapidl,y depleting Brazil's supply of foreign 

oxchazl8e, the 8ru111an OoTemment w1l.l need t he l onger term cr.clits indicated, 

ol.l of Tlhich will be used f or t he purchaoo of A:oeri can products . 

The amount of such credits and t he time within which they can be 

110st adv&nt"'lcously utilized, and repaid, w1l.l depend l argely upon t he progreoe 

of developments in Brazil . The tenor of i.ndirlclual cr.clite w1l.l naturally be 

=overned l argely by the character of the pr oduct to be t1nanced, but i t is 

hoped that proviaion can be made in certain 1netancoo tor pa.y!OODt & over a 

period ot t en yeare froa t he date of purchase . 

It is our understanding that :I.Jlduatrial cr.clits approved by tha 

Export.-lilport Bank ordinar1l.y require the cooperat ion of the interested AmericOD 

aanutacturero or financial 1nstitut1ona. We further underst and that under 

eX1et1ng l n t he &xport.-lllport Bank 1a not empowered t o advance 1'lmda subsequent 

to June W, 1941. 

We w1l.l 118lcome an express i on of your attitude towards the two 

PTOposale we have outllned herein. 

Very truly youra, 
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Ia ortor .. lMNuo \I'Me Mhooa a. hUo4 1\aho 

1114 Iraan, Ulo .,.,._,of ll'ull ... u U.Jio .. _, 

wlU.o.\ tolar oll pro••• u4 lllwro \Pate o~u1au•o 

t o Ua1to4 8\atoa ~ .. , aa\1oaolo, aa ..,..1o .. a\ .aao\ 

rill llo. •hallF "-11o1al \o .aao lhiUo4 1\a\oo of 

Morlu aM \bo uaue4 lhho of .... u . ., oa•-on 

alM ooe\Oilpla\oo Ulo laproYo .. a\ aa4 oJt \.,alOa or aruu•o 

tJt1at1nc traaopor\atloa f ool11\1oa aa4 \be oot&bll~ .. , 

u4 oll)lelllloa ot llo.o10 1afta\1'1oo ouOilUal \0 tho loaoo­

Uo OMilCiaJ' of .... 11. to U-pllG \l:llt 0 o .... lh rill 

bo roqylro4, oro41to oJtton4lnc 1a ooao lnt\UNo ao 

loac •• tl•o u4 pooolblF taa FO&ro , 4opoa4lnc upoa Ulo 

-.raotor of \l:lo ,_I'Obaaoa tor wb1ah tho 01'041\a w111 llo. ..... 
~·• obJoat1no Ma llo. 11'0&\lF faolll\a to4 bF lllo 

oua~lhlueoa\ ~F FOU' 801111 of -ept ... o Ol'e41h 1a faftr 

of .aao luoo .. arun 1a ortor \o porau .aao an.a111oa 

loYo .... a\ \0 aoo\ -.h •• .. Allorloaa OIIJIOrtora • 

I raan aM \o oao!llo Ula ,....,, 1'0111\\aaoo of .. u .. 

enllaaco fop ,., ... Jllll"8hUOO of 1a411a\r1al ... acn-
hl .. ral ,...._ ... of Ulo h1\o4 l 'a\oa of Allortoa. a.a 
Moop\-o ore4Uo, 1f odoa4o4, rill llo. wU11ao4 troa 

'* .. \lao ...... 1ro4 .. riq ..... a1 .... ., Ulo 
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IIIUulo ahpa •111 'be hk• "' Ute oo ....... , or 

Jrull to lBIU'a \be UCI'IhUloa "' \be ._ u Jrull 

or \be toller anbaace req~~lro4 \o uUapllb \be o~lp.­

U ona •• t.hq aa\wN. 

'lha Go•• ... •' or Brull h uaelar\ullla t.ho Hoaoaia 

4o•olopeon\ or \bo Brulllaa la,loe ... propoaoa , ..... 

o\hor tblqa, to a .. lat la Ulo nto.'lllhll••' ot eor\alll 

'baale lnduatrlea, 18pro .. \ranapor\a\1oa raa1ll\1ea, aac 
to un4er\ue otber proJooh 4nlpe4 \o 111aroaae Ule 

pro4uo\1•• eapaol\F ot \be la\lon. Tho ooa\ ot tho 

.. u.ul .. oon\•plahC will 'be .. , 'bF roWWIIIlu o\ber 

\baa Ulou prouaUJ allooah4 \0 ••o' \lila 110raal OlrPalleoa 

ot \ho Oo•e ... oa\ • 

.. 'bnu\lal .... uu .. ot lllfta\rlal coo•• produoa« 

la \bo UaUM 1\aha o.ro •rpa\lF 110 ... « to -pUG 

Ute pupoaea .. n ..... 1111' Oa ... hUloa ot .. .- po4a 

aaalllat ao..a p&FMa\a wou14 aorloaalJ attN\ \lila a'blll'F 

ot ll'aall \0 aoaU•• aoNal I*NIIa••• ,._ \llo vaua« 

ltatoo .-4 ... 1. 1\rala ., ao ....... , •• torallft ......... 

Po-re••· to o'IIYla\a Oe 1Moa.an1011ao ot roUrletla& 

M...al u.u uc uaa ... ,. .. or too "-1417 4aplo'lal 
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• tU '• •;;11' ., ,.... • 0 ••• Ulle Is s&:U• 

"'••=•• wU1 ...... 1 ..... ..._ ...Uh WAeaW, 

all at ....._ will M .... ,_ .. pc: I'" ef -..t.e~a 

proa.eu. 
Tbs _., of - e..U's aM -. u.s w&tblsl *18 

U1er ... 116 •st ....._, ..... ,lJ' •Ullale&, _. n~lllt, 

wU1 Mpstl4 1arae!J' .,.. U.. JII'OC"U of 4nele,...ta &a 

aruu. tM ,_.., ., lMl•~ ...Uh wan aa•rall.J' 

11e ao-M. lii'PlJ' 'liJ .. •••tsr or .. prolut ts 

'116 t&a·uM., '-' u u !lOpe& that P""hl•- M _.. 

la eSP\IIla las'-• ,... ,..,_,, "'" a psrt. .. sr '­

rear• ,_ 'he "'• or 11'7~•· 

n h OIU' ... .,." .. ua' Ullat laO.s \rlal ...U\1 

approft& 'liJ tale b'pert-llqlert •-* ~..u,. ,....u. .. 
eoe,.,.,u. or oe tats,.•tM. uwt- _,.,._,." er 

r&a .. elal &aetl .. ''-· • • ,.,... .. -.4 . ... ..., , __ , ... . 

altl&al law tale Eapsrt-z.,or\ ... ll .. , ......... te 

........... -......., .. hiM 10, 1 •• 

•• wa.u .. 1 ... • npreaaw sf ,..,. aut_.. ........ 
Ule , .. ,..,,...,. ......... fttllM& .,. ... , •• 

,.., W.1J' ,...., 
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The Brazilian Government haa decide d to create 0 

cen ~ral Reserve Bank v hich vill have the functi ons of reguletins 

the internal And e x ternal va l ue or tho milroia , and or control­

line cr edit and the money market . 

The creation o f a Central Reserve Bank is des i r ­

able r 1rst and f oremost in order to ooora1nate under the direction 

nr ono competent Board of Directors ell the runct ions and opor•n­

t 1•1no or A central bank - manj o r tho olomonts or vhich already 

exl s t in one for•• or another in tho several departments or tho 

Ennk or Erezil and or t he Brezlllen Troeaury - so that that body 

~AY ~ui~e and corry out effective ly Lhe mon e t ary and banking 

policy or fraz ll . At t he present time those functions , insofar 

as t t.oly exist , are carried on b y tho virtually uncoor<llnatod Ex­

otent,;o 11nd Rediscount Departments of the s emi ott l c lal Bllnk of 

BrnzJ 1 ( tho Commerci8l Department handline t'isclll agency oporn-

Lions ) and the note issue section or the Treasury. As a resul L 

tho Exchange Depa rtment mey, end in tho past on occas ion actual­

ly has attempted to , e xecute llll e xchange policy tending to •nnin­

taln an external value of the milrela completely out of equilib­

rium vith the internal value of the m1 l reis as affected by the 

policy of the Rediscount Department and, independent l y by that 

ot ~he Treasury' s issue s e c tion. 

In addition to this major object lve or coor din&t­

lng the external and internal especte of monetary policy, there 

are a number of specific vays in v hich an arficient Cen tral Re ­

serve Bank ma7 be of aaaiatance in the development or the Bra­

Zilian economy, including: (1) it ma.7 regulari ze the ieauance 

cr notee, removi .ng thia funct ion tl'Om the direct exigencies or 

PUblic finance; (2) 1t ma7 be ins t rumental 1n the eatabllareoent 

money market and in impr oving techniques for ita -
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1t' control, aa bave been the recentl:r created Central a.nka 1n 

ott.cr american countriea; (') aa a conaequence or (2) it aa:r ra­

cll•tato the regular issuance or Treaaur:r billa, notea, aad booda, 

nnd e1~ in the development or additional banking and credit aerv­

leQ3 f or the financing of Brazilian 1nduetr:r and agriculture; and 

(~) l t mny establish efficient methode for colle~ting econo.io 

Jn ~e naeoosery for the proper determination or external and in­

terna l monetary policies. 

The draft organic lev tor the proposed Central Re-

3~rv~ eenk l s outlined belov. The Minister or P1nance or Brazil, 

~u~ln~ hl3 vlslt to the United States in 19,7, explained tbe sub-

.'cc~ ~" ~lao Socrctery or the Treasury and American technicians, 

o:-~cl hu t hen !'IP.d the opportunity or diScussing and clar1t:r1Jl8 de­

tnl ls for the project. 

The capital of the Bank shall be 6o,ooo contos or 

, . .,; 3 , onu- t h l r d to be subscribed by t he Government, one- third by 

t,.,n'<U opur n tlne in Brazll, and one-th.lrd by public subscription. 

:h~ B'lnk ' hnll t.e governed by a Board or Directors consisting of 

o Pruoluunt end Vice-President appointed by the Government and 

"'•.ltlonal d irectors elected by the shareholders . 

The principal activities or the Bank shall be: 

a. 

b. 

c . 

d . 

·e . 

r. 

S• 

To issue notes 

To hold the monetary reserve deposita or 
the banks of Brazil 

To buy ond sell , discount , and rediscount 
bills of exchange 

To make ad vances guaranteed by gold bul­
lion, billa of exchange, or Pederal secu­
rities 

To buy and sell gold 

To buy and sell foreign exchange 

To engage in open market operation& 1n 
certain Pederal securities, as vall •• 1n 
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1n gold, exchange, and co.mercial billa 

b. To act as fiacal agent 

i. To act aa clearing bouse 

The Bank shall be required to lll&intain mlniiiiUID re­

serves of 25 percent or the total or its outstandi ng notee and 

This reserve will be composed initially of 

gold holdings, or balances abroad in free currency, and or public 

deb~ certificates or the National Treasury. As gold holdings 

hr~ incr eased (suc h i ncrease be1ng ensured through purchases or 

col1 pro~uced vithln the country) the Bank vill reduce by an 

cqulval&nt a~ount the part constituted by bonds. 

The Treasury alresdy possesses }0 tons or gold 

vo:-th about $}5,000,000, or; at prevailing exchange rates, about 

1} percent of the currency in circulation. Purchases or domes-

tically produced gold may be estimated at an average or 8 tons 

~nnually; thue it may be foreseen that within five years the 

cold reserve will have attained 70 tons (about $80, 000, 000) or, 

ln other verda, more than }2 percent or the present note circula­

tion. 

Until the minimum reserves or the Bank can be cons­

tituted entirely 1n gold and exchange and until the economic posi­

tion or Brazil attains a definitely favorable level, the Central 

Reserve Bank vlll endeavor to eliminate accidental fluctuations 

ln tho balance or internationel payments and those arising from 

t he irregular timing or in-and-out payments by a policy or adapt­

ing the balance or payments to normal exchange resources. To 

this end, in the manner or an exchange equalization fund, the 

Vlll resort to the sal e or Pederal securitiea 1n the open market 

vhonever it becomes necessary to prevent 1ntlova or capital from 

having their full errect on the domestic money market. 
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C>&rket. 

In tbe opposite ciroumatancea, tbe Bank would tind 

it neoeaaarT to draw aga1net available tunda abroad, and to ·tb1a 

end a line ot credit in Aaerioan ourreno7, intended excluaivel T 

ror tb1a purpoae, and eat1aated at 150, 000, 000, would be dea1r­

able in order to enaure relative atabil1t:r in tbe value ot tbe 

C>ilre1a, witbin tba policT described. Onca the poss1b111t:r ot 

obta1n1Jia tb1a line ot credit bas been aaoertained, tbe Brazilian __ 

Government will proceed v1tb tbe creation ot the Central Reserve 

Bank in order t o attain the object~vea aet t ortb brierl:r above. 

.. 
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Jlaroh 6. 19:19 

Sumner Welle. called 11e th1e 110rn1ng. He aaid 
that he had made a couple ot ohangu, one 1n m:r letter 
to Aranha wh1ob I aent him JeeterdaJ and another 1n 
Aranba' • letter to me. I ea1d that the It oh&ng81 were 
aat1etaotorJ to me. 

22S 
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Secretary of State; 

· 'ashin&ton• 

3061 Ma rch 7 1 7 p , m, 

GRAY 

London 

Dated !larch 7 1 1939 

Rco 1d 3 :18 p , m. 

•'OR TR:ASURY PR~I1 BU'I'TER' .. ORTH. 

One , In th£ course of a brief conversation Sir 

Frederick Lcith-Ross inquired about the currcnt press 

repor~ ~ to the effect that the United Stctes is 

227 

cont cmpla t1 ng granti nt; n l a r g E or cdi t to Brazil and 

expr cos ed the hope thnt in connec t1on wi th :my such 

negoti".t ions e rnzil nould be enjoined to de::~l with its 

defaul t ing cxtcrn:>l obl1g:>t1ons , Lcith-Ross went on to 

co~cnt on blatant chnrnctcr of Br azil's default and 

gave it as his opin1o!'l that \'/hilt it 11os dcsirc.ble to 

clear away some of the debris of the past by reducing the 

service on such foreign lo~ns he hc.d t nktn the position 

in the c os t of Greece th~ t it 1'/llS un•·t1o t for the Export 

Credit Guarc.ntEEs Department to enter into nnt commitments 

unlcso Greece m:>d£ a ree l a ttempt to deal ttith her exist i ng 

obligat ions , He added that due to the Sino- JapanesE conflict 

Chinn nns nn entir ely different case , 

Tvo. 
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-2- #3061 Mnrch 7 1 7 p, m, , trom London, 

Two, The volume ot tradi ng in t ht forEign cxohnngt 

market hoe been unusually smoll todoy but tht samE trend 

conti nues , thE dollar bEi ng offtrtd, Agoi n thE amount 

of morri td gold woe large, 83 bars out ot 183, and thE 

British fund took o small number os nEll , 

KOf!IEDY 

KLP 

I ! 

I"! , , " "' • f 

.. 
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~h Bah£ILIAN NDGOTIATIOHS I orch 7, 19J9 . 
.3:.30 p. m. 

229 
Present: 

d . l . Jr: 

or1ggs : 

ii. 'l. Jr: 

criggs: 

criggs: 

R.J.Jr : 

lolr. asnes 
Yr . Uaston 
Ur. r'oley 
llr . White 
llr. l.ochbead 
.or. Briggs 

~o you (&r iggs) want to sit down her e? 

uet ' s see what you have tnere . 

nhere QO we star t? 

hell, her e 's E complet e set, beginning sith the 
pr~posed press r 619@Se bnd including a ll the 
exchanges or documents , the letters that he wi ll 
write us and the letter s thli t will b" sent i n 
reply . 

uu you mi nd i f I r e~d tnis out l oud? 

No indeed . 

Just slt wnere you are . 

•hls ls the pr ess r elease . 

"Senhor Aranil~> reacned •• asning ton last montn, in 
response to lin i nv1 ta t1on extended to aim on Janur.ry 
~. 1~.39 in ~aich r~ferenco Mas mbde to t he close 
ana fr iendly ties which n&ve tr~di tionally united 
Br,.zil hnd t he Onlted ::.tatis bOO to the vo.rious 
-.uestlons of iu:p>lrtonce ln wa ich th~ two uover n­
ments a r e equally inter ested . ~uring the pas t 
severa l weeks a seri es of discussi ons on • 11 
t opi cs of mutUbl intar est l~s been ae ld bet ween 
~enhor ~ranha una t he offici als and exper t s of the 
Uove rnment of Br uzil accompanying h1lll , &nd of ficials 
of the vovernment of the United States . In conver ­
s .. t ions with the »ecr etary and vaaer tiecretary of 
~ tate , the ~ecretary of t he Tr easury, t he Secret ary 
of hgriculture , offi cials of thA ~xport-Import ~a nl< 
of '•bShingtoa and other offi ct.ls of the uoverament 
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of the Unl ted :.ta tes tbd ~rea of possible 
coll .. boration has been cnrefully t:x;>lored 
important d ecisions h&ve been r~ncned . 

230 

and 

11 Tne Government of ort.zil pl uns to free the 
excnsnge msr ltet i"or normul commercial trens­
vc tiuns anct to f &c1l1to te the transfer of an e-,uit­
oble future r e turn upon lnvostm~nts mane in o r uzil 
by United States ci U zen:s Wider norm& 1 condl tions 
in tne E>rezilian bbhnce <>f inhrrutt1on&l p&ymcnu . 
In ur ue r to f<.cllitL te this im~rovod exchange 
£!.tw• L1.:>n the ~:.xport-.cmport .i::er.k 11ill extend 
~ppr.:>priL te &ccept,nce creoits t~ ceet •mounts 
uut. r.~~ri..:on e.xvorzers for Llport.~ i'roll the '-'nited 
::>t£ \.e~ . -ore~v~r 1 ~enn.>r '•r&nnt: ut.s ina leo teJ 
til• t 1;; 1s Lne de!llre .:>!" tn~ uov .. rnment .:>f 6raz1l 
to .>bserve o. gener~l p.>Li~y o<uich dll encourage 
tn~ co.,per<.tlon of wnlte.J St:.tvs .::ltt;;:ens .:bo n~ve 
lnvestcc or .mv in tn~ J"utur~ m~> invest taeir 
c•pit!!l end tec.lnlcal ex~~rience in tne develop­
m~nt ?f ~r~zillan rcsour~eu ana nnti?nal economy . 

1'1.r r ungements n6vc ~.lso bden mr.<.le by thto '-Xport ­
~mpo •·t rl2M f or tnt extension of cr~dits which will 
l'&ci li t ute the purchuse by llr adl o f Amer ican 
,}r oaucts the inpor 1:a tion o f which will assist in 
lm~rov1ng Brt.zU ' s transporta tion f acili ties fl1d 
th~ develo pulent of nflr o tncr olOmcstic unaertLkincs 
aesigne.; t:J increbse tno ;Jro ... uctive C&?GC!ty ot' the 
Lr11zilinn n .. ti"n rnu ner tr~dc Kith the lmi1:ed -t11tes . 
'•nase fE.CilitiCS "ill L t tnC St.llle tioe a i d n::tECriC6n 
mt.nufl:.cturers &no t;;Xj)Ort.ers in exttlnuing tae ~ar.cet 
f~r tneir prooucts. 

r { t iS anticipa tea tll b t t ne '-'rllZil i hll ;>rogr~m Of 

n• tior.>.l develo.,.nent lllh)' llKo~ist benefi t by phns 
for surveys of troplcul kgr1culturo l ~ssibilities 
by experts of the vnltea ~tntes - overnment ~na by 
tne subse-,uent lo&r,, sno~olJ the '-'vv~rnwbnt of 
"'r&zil so re•1ues t, of ex~ttrts bVIl lleble unaer the 
term,; of t'ublic r:o . ~4~, enucteu l~>st year ." 

l t rms o f ~ublic n~ . 545? 

J.it~ t ' s tne 1.ct .;b1Cil tol.~ll()rJ.zes tne loan of .omer1can 
ot"f1clals to r"rei,rn go v .. rruacnts . 
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orih~: 

" · .!. Jr : 

-3- 231 

I see . 

"ln tha t connec'tion vie.·;s hhve been exchllnged 
relative t o the aevelopwent ln Drazil of 
com,>lementary, non-competitive pr oducts f or 
nhlch a substantial rnbrke t ls belleved to exi st 
in the uniteu ~t .. tes, pruviaeu hn e ssur~d su~ply 
Cbn be Qevelo;>ea . In the aevt:l opment !illd expan­
sion of complementary trude lt i s believed tb&t 
tht t~o UovernmeHts lllb Y finu 11 flelu f'or increasingly 
effective cooper~> t1Jn . 

" lne uo vernoent of Dr&~il nLS lndiccted its desire 
'to or 6en1ze a ~eotral neserve Uunk , and the >re&sury 
ve,>Prtment is prepar~d t o lend b~propriate assistance 
to tn&t eoo . 

"There e re a ttt.ched copies o f notes excnenged be'tween 
tne Minist er of roreign n f fhir s ol ~re z11 and toe 
~ecretnr; of .otate . 

"~ooper& tion in many other fielas of hctivity not 
taKen up in tne t•bove-mentloned excn«nge of not es 
NUS also profita bly lliscusseli with Senner •·ranha 
~nd the of f i cials s.nd experts of the J>razillan 
Gove r nment who ~cc.:>mp~nied nlm to t his countr y . 

"Senhor nrs.nhs. il~s 11.-:ewise enguged in discuss i ons 
wito t he Foreign Donuholders Protective vouncil , 
Inc ., relati ve to t he s t1>tus of the ~razil1nn 
aoll~r debt "nn hPs ennounceu thbt ttle uoverl'llt~ont 
of or~zil intenas t o r esuoe p~ycents on J uly 1, 
19..>~ , :>n ~ccount of inte rest ~>nu al3ortizht1oo on 
sucn d ebts in accoroa nce Rith " teaajl0r £ry arrsnge­
::.~ent for toree ye• r s . n 

• ell, vf course, ne lsn ' t goiny t o pay t ne wno l e 
tn1ng . lolnemilllon:; y~n r . is tnot lt? 

oometning liKe tru. t , y-.s . 

VinE< t 1 s ttle t o tal , )<.IJ • •• 

I t comes t o 357 million . His iJeti l s to uti lize 
~obout six lll1111or. c yeLr i n paycenL of int er est -
gr eu tly r eJucea r at e- anu tbout tnree million 
for purcb~se of bonds in tne open ~u r~et, to r etire 
them. 
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::Oix mi~li;m is about wha t , two percent? 

.. 1 tt.Le l ess tnan t wo percent on the whole 
amount outstanding . 

vne percent be r e tiree? 

(liods yes) 

re goas - well, 1 1 ~ no t going to re·d tht t u l l 
no .v . 

•ha t includes nis le t tar to you bnd the drsft 
of your letter in r eply , Lbout which ur . "elles 
hbs spo~en with you. 

uell, tnis is th., oein pbrt . \"eeas si l ently 
for brief perlodJ 

.. ell , here too : '' The 11->v&rnmcnt of Brazil hss 
decided to cre1.tc n ventra l rtoserve BEr.k ,.,b l eb 
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Hil l biive tht: fur1cU ons of' r ~gulr ting the internal 
Lnd externll l v' lue of tne :Jllrcls, and :>f controlling 
~redit &nJ the mun&y murkt:t . 1he ¥,;ntr" l rteser ve 
D b nA will ende~ vor t o cllmlnut~ vccident •l fluc tu~­
~lons in thti ba lbnct of lnter~tlonul puyments and 
thOO(; orising f r Or.l tnc l rrt~gU.lLr timing of in- • nd 
out - puyments by ll policy of "dtJpting the bahnce 
fJf ;&y.nents t v otJr JJul e x.,:.u_,J\L{. resow~ces . 'J." t.;11 :1 
cnu « line of ..::-~Ji t tn J•alt. r i cLn currency 1 intended 
~xclusively f o r this ,>ur,>os~, .. uW.~ c., ciesir;.ble 
in ur..!er t o ir.sure r.:l ~<tiV~ sta.bliity in the 
v~olue o r toe l!llll't l s 41tnln tne policy descr1beo . 
1 co)y of a co~unlcLtlJn ~cures$td by ny Govtrnment 
to the lrehsury ..... fl - br~ so forto . 

Now , I ' "' goi!!f to lo~K L t tn<> l . ~ thin-< you 
felloNs - I' ll r eserveD;) r tmLr.<s !'or a o lnu•t- , 
but I lion• t tn!n" I •ro gotr:t to be Et.!.e t o Jo 11nat 
you •.•.. 

rter .. •s a copy of' nts letter oere . 

r •ve t<J t lt &1 1 herv. t •ve sot ll .. u ner e . 

>'I ell , uere ' s rey drd ' t, 1 nu t nis is the point t hn t 
botht.lt·s me , ;;entlemen, sea? "1 shall £ l so be g lr.d 
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to oiscuss " t t ntlt time hr.y t. rrt.fl<lt:mo::n ts between 
our Go vernment s •• . " - tni~ is my le t ter t o hie ­
" ·· · nhlch properly f 1.ll wi thin the scope o f t his 
Jcp~rtment . The Treo~ury vepartment o f tht United 
S t u tes will be gl ad t o lissis t yo ur vo verm ent In 
es Lbblisning such a btinJ< , .• 11 -get this ; this is 
new-" ···· in its opere tlo ns, .inclusive o f the 
ox t ens i o n o f L lino; of c r &tl l t ln nareri can currency • •• " 

How the nell ar·e "" going t o oo tnvn l me&n they 
»tl..: over nt;r l' t nis mo rni tlll un d dWtp tnis thing in 
my lrop . I ' ve JUSt L""" all t.U'OU£b t his tnir.g . The 
l'r .. :lident o f the lmacu ->tat~:s s c i d ,,e snoul<ir. ' t use 
tb" su.bi.!.iz~ ti<>n funol t o uo it .I here .vc ;·ere buying 
r.dlrels, :-nci on tiu.t l:hsis au dion 1 t •Ent it . "no 
lltrt: I shou.ic do i t t o tue 1..entr e l 1>&111< . I just oon' t 
set nor. I'm goinl t o U<> i t. I s&iu I .-oul ... n 1 t do tue 
o tni:r >~ith<>ut L concurren t r .. so.iutlon of '-ODj!ress , rn<.1 
I' ve been tbr ougn testit"ytng !"our tloes on the Hill 
now. 

l•nd it ' s like c l l of tnese thiTlbS . 1hey co!lle i n 
thl ~ mo r ning , put i t o n my d&nk, w" n t rn ~nS'.'ter 
tomorr•ow mo ••ning, <nn the mon 1 s been ne r e fo r t hr ee 
weeks ; e nd I ' m not going t o be rushed off my f ee t f o r 
unyLooy . 

! :K'J in cny ~hllll$ : "I 'N->Ulu ;.l.$0 liiw t o rec~ll ->Ur 
c l ~cuss ion of lost AO;ck wHh r !:!"Hence t o t he cre in­
ten~nc~ o f . rin>nCic l n ttt~ne by yo ur G~vcrnoent •.• " 
••ellJ tne;.t Ne 11.r. arrtng~ . I aon' t ct.r&, tha t ' s 
unlJllport~nt . 

" 1 ~ou.iu ~ls~ ll~t t o re~•ll our o l scussi >n of lus t 
~eek Nith refer~nce to tne !llbinter~nce of s <in;nciEl 
ntttJ.:O~ 0)' your 1Jo v&rrll..£nt li t the ~:ob;. ssy in 
.. ushingt;>n . r tn l!lA tn• \.or..: ;)t s ucn &n ofriclcl 
111 " ushington ,/OUlu b~ helpful una .. oulri QOUbtl;;ss 
serv~: t o exten.J the fielc ol cooper~: tion bt t iieen t ile 
two '.l.reusur ies . •nis >i ll btl portlcul> l'l) true since 
this Go vernment ln t t~nJ s to mu intHln " t the - mb£ssy 
o f the unl t eo ~-e t~ s in n1o oe J unei r o an officer 
fuJJ'illing 11 s i mi lll r r ole , uno the off'icer s o 
oeslgrle teti will proc et~a t o IUu ue J a neiro in the 
irumediute futur e . " 

.o.na t vert :loesn ' t au> tte r . but I asked Llr . •·elles 

Regraded Unclassified



• 
Guston: 

ru.nos : 

L. . .. . Jr: 

u:..nes: 

~ oley: 

H ••• • J r: 

rihniiS : 

~o~11ston : 

wochhead: 

-6-

this morning to underline t hto part wnich is 
new, >.nd toe P~<rt IIIlich is new ner!' - you can see 
tnis in blue pencil . I Jus t can ' t do it . I •m 
not going to be pledged to anything like that. 
I•m not going to do it . •ne hell with it . 

llo limi t ations . ! t doesn 1 l Sby "unaer certain 
condi tions ." 

ne says We "wil l be glod t o a ssist your vover nment 
in estsbli shing such ~ bank i n its opernti~ns , 
incl usive of the ~ten~ion of u line o~ c r edit in 
~~~~~r ican currency, in ~ny wuy tnut is legally and 
appr opriately ~ossible . • 

~es, but I might be able to do tnis tning legally -
I don't Kno~ - but ••• 

Tha t ' s Just whLt I was going t o usk. Is t here a ny 
llt.Y ih~< t is leg.,lly "nJ t.pproi)r ia te l~ possible tha t 
H& c&n .>O i t ? Ho ve y.,u go t ~ony such a utnor 1 ty? 

r think w& prob~obly can r 1g some thi ng out . 

This , gentlemen, is un uns~cureu loan to e ~antral 
u~nx which ls going to be crea ted . ! could do the 
tb 1ng leg~lly, but lf tnc President di dn ' t W6 nt me 
to ao i t :ln ~ strni gnt txcnan,:c bbsis, a nd t his 
th ifl6 i s ;~1 tb no term - I IDelin this is an i ndefin! te 
~er1~d . I n t he c~se of tne ~x~ort-Import they egr eed 
to s e t aside t en per cent o f tne1r foreign e xchange to 
r epay tnem. Ana then I co~e along wi tn no s ecurity, 
no t LDe, no underst&nuing; 1~ c&n be interpreteu ln 
&ny w&y possible. I Jus t .. on' t cio lt . 

llo&s tllnt vio late tb., Jo,mson •.ct in Lny way? 

h O. 

out - no , but look, you've 3ot •itb me for f our 
times I •ve been al l tbrougn tnis thing . And am I 
going' to suddenly make out of the stabili:.:ati on fund, 
b.,c .. use that's tne onl y phce I can go , an unsecured 
loan, witn no collateral, no time for r epayment? 

ln one dr af t tney too~ tn&t po rt out. 
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H. J . Jr: 

.. h1 tc : 

d • . 1. J r : 

H . ... . Jr: 

dunes : 

a . ~o. . Jr : 

~t.s ton : 

tt .::. Jr : 

Well , they 
put b .. ck . 
underlined 

- 7-

put it buck . I'll tell you what they 
riere, I underlined it. •r . .. elles 
it in his letter to me . 

"To this end ..• 11 - tnls is ~>r~>nhu Lo me - "To this 
end " line of cr edit ln ntaori con c ur rency, intended 
exclusively for t his purpose , would be desi r able 
in or der to insure rel~Llvc st~bility in the value 
of the mil reis w1. th in the policy aesc t'i bed . " 

.'thb t I 8SI<:eC. tlir.t W£S t o leove OUt that last par ogr cjlh 
entirely . !• m just not go1 n6 t o be hookec on this 
thing, taat' s al l. 

If it's t oe Tre£sury tht> t 1 s exo6cted t:> do it, then 
yo~r re~~r4s holJ true . ~ou cLn ' t . •f It's not the 
'" reLsury, then why is 1 t necessary for tne j,rehsury 
Qepl. rtlllent to do tae ass1stlng'l I r it ' s fro:a a 
cer.t.ral b<.n.< or if it's !'rom so::.e pr1va ~:e bonk , tnen 
why s hoJulti 1 t be lii'IAeu up • i th tne •rehsury particu­
hrly? 

,/ell, the Federel 11eserve ooo i'O o r tne ~'ederal 
r<escrve o t' NeY~ ~ork - the r ed~r~ 1 •\eser ve won r t 
touch it; I won ' t touch H eithur . 

-
~ou coula say in perfec~l~ goou fa ith th&t you wou l d 

"ossis t in t he establishment of such 1. b•nk in 1 ts 
oper ., tions i n 1.ny ··~ tnnt is leg£lly ana ~ppropri1.tely 
,osslble," &nd le'live ~>ut t l1e jliJrt Lbout ~xter.sion of 
e l ine ~f crta it. 

But that ' s Whb. t ne' wr.nts . l Cun ' t ao lt. 

I d on 't see how you can do it. 

J ohnny, you've been UJl there . ~upposin& l'c ttken 
~ic~ tomorrow- hope I w~n ' t- ~nU you 've got to 
go out to e xplain tnis thing, 1 1Q out f or ~ month. 
Do you want t o e xplBin it? 

NoJ t. enough sana ovtlr tno. t \lOU to cover 1t · 

tiupposlng I' m sicK f or • mo nth onu you 're Acting 
clcc r o t bry; y ou've go t t o go up tna exploin why we 
ag r eea t o g i ve them a dollnr credi t - the United 
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St a tes Treasury, througb its atabilizntlon tund, 
t o g 1 ve the Central <>nnk o f br azil a line of 
credi t unsecured . 

i hu t was not included in the provisions of t be '•ct. 
lleve we got any lega l r ight, authority to :io i t 
tnrough the stabilizati on"( 

I thinA we could probably spell you out authori ty 
for it; but it ' s running counter to the policy 
that the ~ecret&ry nas expressed in ais appear ­
onc~s before the Committee . 

Not only that, but a lot ot wa t er nas flowed under 
the bridge the last weeK or two; whereas one atti­
tude might .•.• 

"OUld you (.origgsJ mind letting Jr . ll&nes sit here 
a minute; i went to s ove time for you, because I •m 
no t going to bola up t he ~tato ~epartment the way 
I ' m doing it . 

I s tbis the only one we 've got ? 

That ' s your araft . 

That ' s t he copy sent over to you. Here's tile one I 
Just brought. If you ' d let me huve thnt back .•• 

-
I' 11 le t you have tuis one; then 1f I could fix this 
one tbe same .•••• 

Here's t he one. 

Just so we ~ve it . 

!toN .,.w,t I say here - •to assist your Government 
in ~st~blishing such a b&nA i n its operations• and 
leave out t bis sent~nce r ight here . 

~ea ve out this right nere- "lnclusive ••. • 

(io Briggs) ~ook, I ' m lea ving out the sentence 
n inclusive of the extension of a line of credit 
in J •. mer ican currency . " 

Regraded Unclassified



n ,:J. J r: 

n . ,~ . .;r : 

n{. r.cs : 

H • .J . Jr : 

!! . t.: . Jr: 

briggs : 

- 9-

.'leU, tho. t ' s the p~:ort tho t' s .... 

• won' t do lt . 
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N.) .. , i n -r • .nr&nhe. 's lett~::r to me- you've got 
uno the r ono; there, pl ease . :Juy r h1..Ve a comple t e 
s e t ? •·•nich i s the one •. , , 

l ou •re keeping this one . lhis 1s the one r •m thking 
bu.::k . 

Jus • ~ut thE t i n your lap . 

.. ow, tnls is .. her e he underlined l t here - the 
l1..s t poge , 6 . "To t nis e~ , t i ine of credit 1n 
~merieon currency •.•. " - las ~ s ~ntence orr . 

.. ell , is i t necess:; ry to strike nis s ent ence? 

I d on ' t went t o :!cc ep t l t . 

You 're not accepting l t when y~u SLY you ' ll be 
wi lling t o . • • . • ue ' s ask i ng for something here -
maybe r d on ' t g et t ne bockgr ounu of this thing 
co•·rect, but he ' s c sKlng . . . Th ls ts wnat he 
wunts . This ls wh~ t he ge t s . 

Thl s is wna t. nb writes to t he wecretr ry . ur.d tne 
~ne Y-'U turn over l s .. !lbt b., gt~t & l n r e,:.l,- . 

I t ~~penas ?n o od i t' s ~nrcseo , ~o~ther tne oss1stgnce 
iOj)lleS .. o •. u~eS t t.e t.C~ \JiC: SC(;nC~ t na. t Ae Will 
.Jffer assis t cnce in t nei r opcnti~ns - aoes t hht. by 
i tself impl y tn>t tne opcrt t ions in~l~ue th1& 
c xtt=ns i o n o f ..::urrency, bCCorulnt; to t ne ::cy .~-.ra.J\t\6. ' s 
l e tte r is 9ar~sed? 

•·e l l , " r "nn" ' s let t .:r s eys: "To tni~ end a line of 
c redlt in ~merlcon currency, i nt ended excl usivel y 
!'or t his purpose, would be ceslrt.bl e . • r say I 
uon ' t wunt to get th~ t . 

1ou suy mer ely in reply, sir, tn~ t t he objec t i ves 
a re ones you fi no yourself i n sympa thy with. "I 
sn~ll be gl ad to discuss ot ttl~ t ti~e DllY Lrrange­
ments between our vovernments which pr operly fall 
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'Kitbin the scope or t hls De pt<r t ment . Clhe Tr e<.sury 
Department of tne Onited State~ will be g l Ld t o 
~ssist your Government in cstLblishing such a bank 
in its opere•ions, in any way thBt is legally end 
appropr iately possible . " 

l as , b ut ne can r efer b~ck to this - "I told 
~orgenttu.u 'Nhst I wantea una he ' s asreed to do it ." 

Certa inly wouldn ' t be specificull) covered with 
this thing out . 

LooK, a fello;v 7ri tes a letter an<l ne ssys t;o me 
"1 want a line of creoit in ~merican currency . 1nts 
is what I want . " 

I write b<.ck, "I'll do everything legally I can . • 

1'he inference is I 1 m go1ng t o do lt. 

Thu t' s r lght . If you lerv" that ln his le t ter t o 
you, y~u' v~ got to put som~lhing ln the r epl y that 
negutlves that re~ues t . 

lt' 11e r.oued ~ p~ rbgrt.vh there - J. would sEt forth 
rrunkly our position, whicb is, r ttke 1t, t ha t 
we aren ' t going to extena any hmericsn currency to 
any foreign country Nitho~t sooe consent or permis­
siou or a t levst bringing ..:o>ngress l nto our confi­
dence . I thinA the <>ecre t~ r)' couio ~Y in cooplete 
fr&n.tness exactly wha t he meuns t o uo : tnnt we ' re 
willing to aelp - in good faith, ,we ' re willing to 
nelp by going to the wongress, ~nd h ere ' s a desir e 
to do it from tbe s tt.ndpolnt of Aoer~can co=erce 
und A~erican business . 

I d on 't think you cun put tnut inn letter . 

I didn't say put it in E lett~r . ! say the tiecretery 
c~n say in per fect good conscience tn~ t in o rder t o 
gat such a r equest es this answered suffici ent;ly to 
do anything , we would have to take this up Kith the 
nvpr oprin te a uthorities . 

beams to me t he pb r ag r eph bVOided t ha t definite 
reference in your earlier letter. 
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In the earlier letter •••• 

It skirted around tha t point . 

dare ' s the eerlier l e tter, ~> nd this thing is left 
out . I ' m not going to do lt, rnd I'm not going to 
uu 1 t t'o r 8nybotiy . I 1 m J UH n;)t go ing to do 1t. 

In l'Lct, it w"~ tne SL.me thing on t.ht. Canadian 
treu ty . 'I ney come t n her~ wltn n whole Nhis;cy 
business, g~ve me t~o hours to s ettle tue thing. 

! 1 0 no t going to ao 1~ . •ue lnfurence is - I 
N~ite it hna t nen he <oe3 aown ena s&ys, •I t o ld 
~orgentn6u I wa ntea 8 Hne ot· cr""i t, and he said 
ae ' d ao evarythlng possible" - trte inf.,r.,nce ts 
It a going t o rio 1t . 

• snoulu tninA it Noula be In e p.,rfectly o pen 
f r ome of mind enri perfect l y coopera tive - it would 
b& tno t•ougnly cooper e Uve witn nis objective lf 
ln &ppropriEt e ltJnru•ge 'Ne SllY &t t he enci .Qf. tha t 
sentence : "l':e•re goln~ t o do uvarything we7t'h•t ' s 
legally end f<pproprbtely possible . llo .tever, in 
ref~<rence to your last s t u t ement ..... " 

" ••• 1 am not in n p<.>s1 tion to mvke • DY colllllli tmen~s 
Bt tnis time ." 

" we ~re not in a position to oake s uch ! commit-
ment a t tots time." 

Yes. 

•Ne l ook M!th f a vo r upon trying ~o do what wE can 
t o LSSlst . • 

u ~ ::, we c~n ct. rr;, out ..:r . rinnt:J: ' SlJig~st1on . I n 
o ther wo r d s, l 'ilhnt '- n~gcti\'e in there . I~ tney 
<{et!p this sentence in, I Wbnt l llt&ative . ! say 
ver> silently thLt ~ith<.>ut sp~ciflc a uthoriz&tion 
t'rum 1..ongress I c a n ' t comply with tha t r eques t. 

<,;<.>ultl yuu go so J'ar ~s t o lnuic~ tv sympa thy for it? 

·.rell, I do tnat . No, I'm not ! ympatnetic to tne ... 
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hot tnrough tne stoblllz&tlon fund. You ' re syrcp1 -
ttit!Uc if it coula be done ••.• 

.•. tnrough vo ngress . 

l'n &. t 1 s r ignt . No t thl·ough tne st&bilizvtion. 

r mes n indicbte sy~pc thy, aosuminr, f a vo rable ..• 

l.>nder toe S;>proprint~: conu1t1ons . 

lhe Secreta ry h~s Sbl~ in not une ~oamittee but 
tbree Co~itteas n~w tnLt I 've ne~rd, th~t the 
s t~bi llz~ tion fur~ n.s never been used f o r any 
purpose except thli t set forth 1n the hct, and 
llt~ver dll be. Kon, f or nl.o t o ny o r let any­
booy are .. tne inference th&t a., i s going bbck on 
tnose sta tements - we Jus t cen ' • be put in that 
position . i!e cnn• t . ;,o I tnil'll< you con cover 
it with :.pproprin te lcngua~~:e which will g ive the 
i des th~t he i s receptlva t o ~nythlng that might 
come thro ugh the uove r nmcnt which woulc be nel"ful 
to bring this a bout, p r uvldt!J ~e -:~ n do 1 t legally, 
cthlct.ily, so f o rth, keeping o ur wor d to Congress . 

It pr obtbly wo uld bu o..Sf:ful t o f lnJ out exo.ctly 
hV\-' ,lrtnh& 'AOUla pre t er t o twvt:~ it d \)ne, ln thl~t 
c~se : ~n~tn~r ne 1u orefar t o n~ve it t~~en out o f 
nis leLter o r pr efer t o tnduut: it i :. his letter 
.vlth &. se;nrc. t e specil'l~ stbt.l.ler.t un your pbrt. 
inaic~ting sy~phtny for the obJcCtivt SOUb~t <nc 
c. willingness t o t c.te o..p thE. :Cl thr with ~ongress . 

• K<.nt, if I O#y, t o Just~~«~ it~ little bit 
clerr.,r . r i r st, t:Hner l~:~v~ 1;. out entire!) in 
nls letter, o r if n., ln~lst~ on le~vlng it; in tiler. 
I've go t t o po>int out tru• t U• 1:1}' int~rprctatlon I 
cnnnot co thls at pr esent ona I 1a n~ve to go to 
~ofii:r"ss to ge t specific \J lre.: tlo>n fro:n -:ongress t o 
mLKe him " io~n . 

.Or . :.ecret~>ry, 11oulu J< <.>U ~~n t tMt in tne letter? 

wxcuse me - co t..lo you eo one s t t:p beyond the t and 
s ay tho. t you were i n sycp6 thy with him p rovlaed 
~o>ngress c.ssenteu? 
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No, I' m not in sympathy with doing it through the 
stGbilizati on fund, ano I nave no other authority. 
I'm not in sympathy with it, I won't do it through 
the stabil i zation fund . I'm not in sympathy. 

~ou wouldn't seek authori ty to do that. 

No, no, not i .n view or my t en d6ys 1 t es timony. 
I could have done it 'Nhen 1 wanted to do it, and 
wanted to do it through the ~.oxport-Import . But the 
dtate uepa r tment didn't want me t o do it and t hey 
killed 1t and they r ecommended to the I' resident 1t 
sbouldn 1 t be done t hat way . tlow, I say they're 
right and since toen I• ve testified that they're 
right. I don't want to do it through the stablli­
ze tion fund. I wouldn 1 t make en unsecured loan 
and I wouldn't as~ ~ongress to give me the autnorit y 
to make an unsecured loen. I mean, hell, if I was 
going to do it l 1 d want to do the way the Export­
I~port did, wtth the ten percent aet aside of these 
duties - w~s it ~J or ~4 months ' limit? 

24. -
"hutever it i s - and this t hing palo off. But t his 
thing would run on for ever . 

Now, if they wunt t o s end up s mUllan dollar s worth 
of gold end borrow n million dollars worth of dollars 
and do it t he way we ao f or the whinese, O. K. <>ut 
• want the sBJDe kino ol' security, wnich is that 
they send a cillion dollars wor th of gold up here 
and &gainst that they borrow - •a buy a million 
dollars worth of milreis •no give them a m;llion 
dollars and they leave tne milrei s here. ~f they 
went to oo something U.ce ttu.t, ttu.t e~acbi.nery is 
alreLoy set up. 

•hey bad an arr~ngecent of that sort in •J7. 

~xactly. out I' m very sorr~, 8lc0w81Pl~ ~g~ ~~~~~rinto such en agreement ano I can ~ 
tram him without pointing out the fact that I don' t 
want to do it that way. 

Now, 1 know time is short ; I' m very sorry tha t I'm 

Regraded Unclassified



d . • . Jr: 

n . . • Jr : 

n.A . Jr : 

242 
-14-

lef t a t the tsil - ena o f tne whole thing ; after 
t nree weeks they lenve me t o t he ve ry la s~ a nd 
I get t his th ing a t 1 : 2U t hi s mor ning . I ' ve been 
on t he li1ll f r om 11) o ' clock Wlt11 11) minutes of 
two . I had my l Wlch Pnd l st.w the l.:hinese 
Amba ssoaor at t hree, ~nd you come nex t . ~o 
tho t 1 s tne or der . 

Now, Jolr . Nellt!s S L i a t o g 1 vo h lm an answer 
t omorrow mor ning . I t m t r yln.! t o play f a ir , 
so I ' m gi vi ng you t he ans wer no~ . 

Well , ;;e appr e::i u t e t~ t very s incer e l y , s i r . 

dut. I Just - I e&n' t ao l t ; r •:n ou~ o t .. s~·cp&tny 
:.1 th t nls !:le t n o<> . 

~j ~ •~nt orhzil to cree t e o ~entrLl BLnx? Yes . 
" lL I nelp ort::ll t o crto ~~ " '-t.mt~"l "'6M? les. 
uut will I l ent> her t ile: aonej· t .:> ao it? r;o . 

I ' i l t ul<e Lhl s one • nJ t he o thuo· one . .. 

ho u we ' ve got ono th" r t hing . If you don ' t mino. , 
! 1d i l~e ~ set of thc t . 

Yes , 1 1m le~vin,; you r co~eptute se t . • he ones I ' m 
t•~ing ore t ae ones •• r . uelles s~;nt over to you. 

••o .. one o ther thin~ . I jus t got tnis - cace in • 
..Jay • r eeo this in your presvnce , t lease . •his 
ls fr<>:n Jess e J ones . !lobO<.y 1 s seen tnls . 

"Uet.. r nenry : 

"h. t the t~res ident ' s re .... uest, tiS you ~c no.,, we na ve 
been enoea vor l ng t o wor k out locn arrangements with 
the ~xpor t- Impor t bank to assis t the ~overn:ent of 
Ur a zil 1n i ts pur pose t o d i scon t inue official c on­
t rol over foreign exchunge ope r " tlons in so r ar us 
s uch control a! iects co!liJiler c l o l r elo tlons be ~ween 
the Uni t e.i St h t es of hmerlcb ond the United ::.t. t es 
of br~z.i l , s nd f o r f 1n• nc1ng Amer ican expor ts of 
neuvy goods to braziL 

-
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"Tentative agreement s have been reached as indi­
cated by letter f rom tne Lxport-Import banE. to 
tua Foreign Minist.:r, draf t ot' which is enclosed . 

"t'rom our s eve r a l discussions with Foreign Minister 
Ar unhu , it uppe .. r s th~t, ln ~<dJ1tlon t o the credits 
necess&ry to meet t he pr esent excnange situation, 
vrobubly not more than UlJ,JJJ,JJJ o r ~l5,0JJ , JOO 
:1Lll be needed t o fim nee expor ts to Brlizil during 
the nbxt t:;elve :n • .mtn~ . •hl:J will pr obo.bly 1.bsorb 
tu~ t'unc:s a:.v:nlcble t o the oonk for export credl ts 
to) or~>.zil uuring tn& next ye~r . ->b;~uld tr~tie between 
JUr t~o countries con tinue on u mutuully sa tisf&ctory 
busis tno more long-time credit be requi reo, it will 
be necessury to enl~rge thu lena!ng auth~r!ty of tne 
ftnk . •his cnn be discusse~ ltter . 

"It is uur unaerstul41fl6 tnut th"' -x;>ort- Iopor t 
ban.< 1 s let t.:r is not to be relet se.1 to t :u• •·oreign 
Aini~ter unti l certe in otner lmport~nt metters 
unuer aiscuss1:m bet,.,een the S tvte uepHtm .. ot ana 
tne roreign ~inlstt~r , and ubout wni<:n .,.., are not 
fully aovise..> , nave been detc rwlnEI<i to t he st.tisf'&c­
ti;~n or toe <>t&. t e !Jep«r t <nent." 

1'nen co:nes nis letter. Is this inl!luded in your 
let t ers? 

>es, it ' s included . 

'lhis is tbe .;hole thing . 
3S~ ce t~ do so~ethlng . 
e nythll'l6 . 

I tn~ugnt he •<as going to 
He isn ' t 2sking oe to do 

. ruen !lr . •·e lles .,.,s nere he sold tne tnlng that 
J.ronh;; ITGS so sore e t yesterauy afternoon was thRt -
if you (112.nesJ •ill remeober, you Cllllle into cy 
otnce yesteraay rfter spefkln,: to Jesse? ana s a l o 
tne t you convincea Jesse to CIP~e nlm • J .6 r~te , 
which nu;ae blm v ery nr•Pr'Yi when the p~pers car•e 
over, it w"s 4 percent, the r n te . 

It • s s till ,3 . 6 . 

I•m just repeat ing what "elles suid . 

I oon't cere .1lu.t th~ r bte was in the p&pers . 1he 
l'l<te is still ) . 6 per cent . l'i.,rson tol<i me las t 
night - Pierson t olu 111e tru• t on occount of some 
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oifficulty with soMe l ocal banks, that the local 
banks t hought the r ate ought t o be 4 percent . 
1 said, •Well , who 1 s doing it, the local ba.llks 
or is the Export-Import bonk doing 1t?n 

And he said, •I t's the Export- Import hank." 

1 said, "The rate is 3.6 .• 

It 1s 4 percent t here . 

•be ra t e is 3.6 percent. 

nere you are - 4 percent. 

Pierson S&id it had been cnenged again - the rate. 
I mean 1 confirm what you (Henes) said . ae sai d 
to me it woulo s til l be ) . o . 

Tna t •s an early draft . Jus t dian 1 t change i t . 
•he r a te l as t niynt was still 3.6. And I said t o 
<'ierson, n.._r you re going to change this thing, 
don ' t lea ve me out on the limb bor e, because I 1 ve 
al reaay told ;.ra llha you're going t o m~ke tile rate 
) .6, which 1 think 1S u v"'ry f alr rate." 

tie said, •We' r e not going to change the rate from 
what you ana "'r · Jones ag reed . " "o that ' s that. 

t.ell, do you (~>riggs) know what ' s happened during 
the day on the r a te? 

•Y understanding is tnat it's ).6 . 

n. il .Jr: Yes . 

!Iones : 

Briggs: 

ll.!• . Jr: 

Well now, there you are . You 've got it froM the 
horse ' s mouth, so to speak . You ' re (Hanes) in 
sympathy with what I 'M saying , a ren• t you? 

Absol utely, sure. 

He'll be back tomorrow morning, ~r. Secretary, 
a nd we' ll have an opportunity to toke him •• •• 

t\ho'll be back? 

Regraded Unclassified



.1 . • J !."' : 

~ . • . Jr: 

rL . .. r r : 

~45 
-17-

ne 1 s in NeN Yo rl< now • 

. lh o? 

D Ut J r . ,,el l e s 1s 1\~r u . 

~h y~s . l ' lL t tll nlw wnon L ie t b~c~ • 

.. ell, I .. rn t tJ u~ Lll I ctn ~" nel;!, but I C Ln
1

t 
!;O ba.::h 'n t~n o £'J~ ' te~\.!..;,ny . :~nd. 1f t he r'"r eslaent 
15 s~ ~ur~ ta~t n~ ~vesn't ~rnt t he s ttbiltzatlon 
fwu t o d~ t nls ott\(,:r l..>t r., .mien nt:s so:-e c hc.nces 
::.lf be into r~p;. lo . 1 ' e-~ !IU:e n.: won't o\'&nt ttt: t o Uo 
t n ls on~ .>Ut \)f t:1d s t n \>1litt.t1on rur:u . It nl>S !11) 
se..:u... ... 1. t y , r.o t 1o~ l. l.:D1 t, no cntn ce o f rem-YJ~ent . nne 
1 don ' t •t·nt to , e ven by r ny inference, i n f•1~ness 
to ~~ . r. r~no~ ~n~ ~l s ~ovcr~ent , n&ve n1a think-
t o e;u a «t.:; tni..n~d.n~ t nt t I 1m lnt e r rlng thb t ne ' s 
jlOU\g t o g~t ,r.e "'llH o u t ·~f t ile ••·cas t.r:f unocr 
our Jr esen t nutn ,r1ty . 

~tll r lg ltt , s ir . .Ju;b\J A'tt cbn s t. ll l 'Horl< some t nt11g 
o u t . ris .lill, or cour h , bt sooe.1ht• t d l. s>ppo l.nted . 
I tt'l iJU< oe ::as ver y I!IU~n cot.nt1n& ,:,n somt sort o f 
bSsis t onc e o f Lna L &ina . 

olell, .;hOUVI::"r lt::l.l hir.l t~ tninit he COUlC ~et tn;:t. 
I ~:tint< is tne pc.r ::~.,n wnJ ' s ~l.de tnc :::li StDke . 
uboev er en.:our&~ed iJr . "'rtr.nu t.o t :l!M he c ould 
ge t t n&t ~1r.d ~f >SS13trnee out of tne Jr.i ted 
Stctes Gove~ nmer.t - tn~t p~rs~n ~Eoe 6 g ret t 
.nts t o tte, beCli-USC t ALaS:t ' t. cons101l t £C ::: t _6njo' t ine . 
I me~n ~t no tiuG n£v~ I b~en c~ns~ltea about 
ext.,nd i ng a llnc ~I' c r 6.1l.t fr<>::! t.~e s t obili2t l 1 1n 
ru.no t..J t .... ent.r bl &:~ln.~ ,r t~r;_ .t.1.1 . io~it , so!tleb ::>\iy 
encour t:gt:o \!r . ,. r un.ru t o tn1.M ht coul.: ge t it; 
Nn.:>e ve r t nu t. pe r son 1s, ~ t n1r~tt J sc'hlulu be 
aMve r ely crl t lcl<~G . 

Ht-::oe ' s a co:cple t e Stot of t h~s~ d<JI.!u:nen't s , sl l' , 

wh iCh ! 1 11 l e ~vc . 

r.nd ple•:>e J u~ t r e me111ber tht t wblle I f eel v e ry 
f o)ree rully on tnlS , i t is no t :netn t t o be d irec t t!d 
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H. 4. Jr : 

H •• J. Jr : 

"Ill t ~.; : 

-18- :?46 

Lt you. • me~n I appr eclu t e your coming. I 
speaK intensely, b ut it nas no p&rsona l s ignifi­
cance o f any kind, and 1 £ppr ec1ate your coming 
ov.:r . 

I unoerst~nd , s ir . 

(origi!S le•ve~) 

St>tu Ue~br tment mu~t thinA ~e ' re even stupi der than 
so:no people t hink .,e a r e . I metn I thinK it • s tne 
<!OOaemndest performance , • hey IV& fOt " luncheon -
wtnt t o blow tnis t~oorr~w morning before the ~res ident 
h&s tnem for lunch . 1hey •• i t until tne last minute 

' Uten 01i th " pistol t o my he~o:l tu.,y sa) , • ::ougil up 
fif ty millio n oolla~s . " 

'i en days ago tne s l. tUN tion coulu nave been <;ui te 
uifferent. It' s not Lne stme nolf . 

They Killed 1 t . 

liell , it might h>ve b.,o;n . 

We know nha t it 1 s n<>VI . 

lt is no longer the s1tuot1on 

'l'en ueys a3o i a r oppea everytnlng und for fiv~ doys 
"e wor.<~ci day and night to <io this th in~: for J.r~tnha; 
fron .:>6 t..lroay t o 'i'hurSOGY. onJ tut.~n t no:y k illed l. t. 
1 wanted t~ do it. I ~as doine it .ttn cnthusius2 
ena enjoy:nent . AM Lneu tney stepp..U on it. Allll 

then t ne sons uf ~un, * ll1 t rna nola this t hing up 
until t o:norroR morning, ~nu I think tnis release 
is t o be tomorr ow, you see - ona ~oen s"eep me off 
my feet . "io tht! SLID~ tnlfli ''" t:'le l.:uneui~n treaty. 

1m t pnrose was t•n out for the'll bec&use of whet 
tne;,· dlJ her e; tnu t r:ould le•ve tht!m tble t o tell 
.h r unhb , "lt's hli right, thls loLn will be taken 
care of; tne Tr eusury 'Ni ll tuk~ c a r e <>f t nu t :1hen 
th<: tlon" comes up . " OtnttrNlse, tney would have been 
l icl<eo , because Ar~nnn thou&ht things were going 
spl endid ly, <> nd i n the HebL of t ha l last conve r sa­
tion they baa to d o s o'!le thing like tha t . 
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i!. !I . Jr : 

d . U.Jr: 

r o ley: 

L~ctii\Cnd : 

d .J . Jr : 

"n1te : 

H.J .Jr: 

r oley: 

rl , :t . Jr: 

rlr.ncs : 

d . J . Jr: 

- 19-

"&ve you any uoubts as to the suneness or my 
position? 

241 

I would have hoa doubts o f ~our sani t y i f you agreed 
to <lo any t hing • 

Foley, have you any doubts? 

l•O , sir, none a t all . 

None. 

tlarry? 

None. 

How, will you three gentlemen, tor Kr. Hanes and 
myself, draw up the kind of pa r agraph that I can 
live witn, in case they say, "Wnnt ~<oula you do?" 
See what I mean? 

~ou mean his letter t o you or ln your reply? Botll'l 

Both . linu yo u ' ve go t everythi ng tha t I 1 ve got in 
the world on t his thing . 

•~ke it as cooperGtive as you can ~lthout committing 
us. 

But, doing what canes sold, let 's be a hundred 
percent honest ubouL itt und not let this f ellow 
g o a ofay thi.'lking, •on, L "rote &orgentaau ~ unted 
this cre.ii t ·. I say I ~unt it ~>nd llo rgentheu says 
simply, 1 ! '11 ao everything 1 can legally ' " - wnich 
a nybody could J,_nter pret, no t knowing the bs,ck:grou:nd.,;;' 
t na t it was a p romise on oy part t o cErry 1~ out . 

J ohn, I r.rite you • letter - "Dear JohnnY ' Ple6Se 
lend Me a ~housend dollars . I need a thousand 
dollars to s t art 11 chicken f a rm . " "nd you v;rite 
me bhck: "Dehr llenry: I'll do everytaing I can 
legally t o help you. " 

I go a round and show 1t to the bonk. "Thi s shows 
you wha t dnd of a friend Johnl\)1 iS . I j ust asKed 
him for e thous&nd dollurs, Lnd here ' s bis reply . " 
v n ttoe strength of tnut, I can casn tne check. 
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f ..> ley: 

• ihi te : 

I \l l~y : 

H • • I . Jr : 

.1 . ... . Jr: 

d . 4.Jr : 

- 20-

Got the money , got toe power . 

I mecn that' s the way it r eeds 
.tnow we s truck tha t th ing out. 
awful s tupid. 

248 

publicly . ~bey aon ' t 
1hey must think I•m 

You (H&nes) didn 't see the ~bnud i an treat y, wi th Al l 
the millions of dollur s involved . '.!:hey come over 
here - they ' re r educing t he British whisky 50 percent -
the t a riff; never suy L word t o us on the ·whole 
Csn&dl.~:n tre&ty . J,nd they gave us one half a day 
t o 2 ppr ove it. "'nd .e haul don't .rno•r how ::~any 
millions of dollars o f suits p~ndlng against Canedo -
millions and millions end mi ll i ons o f dollar s . 

• me•n it ' s stuaiea, it' s planned, i t ' s &11 core­
fully plhnneo . "l?e 1 l l ni t until the end • ..!orgenthau 
w£nt s t ~ s ee tnis thing go t nrougn . " •ne ~riginal 
lueH w:.s llinc to bring soa.cbody up here . •.?e ' 11 
just sweep nim off nis fee t . " 

•hey • r e left in " n uwfl;.l ~ic.clc . 

They ~ skea ror 1 t . 

!>low, Nf•i t D second . No , I w&n t t o l o.:>!< you in the 
,.~e, •no anybody els" - Pm no t doing thi s t o pu t 
~nybody l n a pickle . 

No 1 no . 

J. w&nt you to kno. t:~i s . I'm not d ?i!lf enythillf t o 
get e ven wit'n anybody. 1 cannot ~fte:- my tes t111ony 
!lb.Ca &n unsecurea l oan to run dtbout Lny te~tllin&tion 
t. t ~; ny tine, no yr omises o r r e;>&y::tent, out of ""Y 
fund over wnich 1 nuve the trus teesnip. 

'!'here ' s no questi on i n DIY minca or t hlt t L fter the 
categorical s t a tement you mooc . 

~ut I ' m not doing i t to put nnybody in the hole , 
beca us e I would , if I coulCI do it, do everything 
possible t o cement tne fri endship bet11een the two 
countries, and I ' m no t doln~ lt t o ~ut enybody in 
the hole . Bu t I me&n 1r they ' re ln a hole , 

1
they ' ve 

go t noboay t u b l arue but t hemsetves . I didn t went 
you t o tnink that I • m doing th1S f or tha t reason, 
beceuse I •,n no t . 
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DliOUIIIOft llttm BTl uaa.LUOT 
SidOR onUDO AllUIIA nwrna or POUia 

.&rrAru or DAIU., .bD orrtauu or Til 
oonuuwt or Til unnm S!Aftl 

19S9 1D whioh refen11ao wu .ado to no olo .. ud btnd.ly 

tteo whloll han tro4l UOD&lly aUo4 lraall •• tile 

UB1te4 Statao aad t o the ..rloua queatloaa of t.portaDao 

249 

!luriD« the paat anoral weota a a erlea of 41awuaa1oaa OB -

all top loa of •uW&l bhreat hal 'ben held 'botwon 

ln!lo:r A:rulla u4 tho off1alala ud erpo:rh of tho Ooft:r.-

•o•' of ~11 aaa08J)aBJ1Bg ht•, ao4 offtotala of tho 

._.enMDt of the lhll W Stat... Ia oon anaU otla wUh 

ho:reta:ry of tho t:rouury, t ho .. a:rata:ry of Agrieul W:ro, 

ot:lau offlotalo of tha Gon:r88olt of tba tl'llUe4 ltatoo 

tllo a:roa of poaol'ltlo oolla'bo:rattoa hao bo• oa:roMlY 
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urUt f or ao~ aa ..... ereraaial hauuUou &JII! to tuuuaw 

the trander of aa equ1 \able future return upon 1Dna~ 

aente &&de 1a Brasil bJ Ua1te4 ltatea citiaana under 

nor .. l conditione in the Bra1ilian balance of international 

payenta, In order to faolli tate t bla illlprO't'ed exchange 

aituation the Export-laport Bant will extend appropriate 

accept ance or edita to a eet aaounta due iaerican exporter• 

for U.porta fro• t he United Bta tu. • or&O't'er , lellhor 

Aranha baa 1nd1oated t hat U 1a the dellre of the Oonrn­

ment of Brasil to obaer't'e a general policy which will 

· encourage t he cooperation of United Btatea citizens who 

ha't'e 1Dneted or wbo 1n the fU ture aay innet t heir capital 

and techaleal experience 1D tbe denlos-eot of Brasilian 

r eaouroaa and national eoonoay. 

Arrang .. enta ban alao been aada by tba Export­

Iaport Bank for the eatenaion of are41ta whioh will 

fu111tate tbe purchaee by Brasil of Aaer1can produata 

the U.,.rtat1oa of wb1ah will a .. let in la'pro't'ing Bra£11' • 

traaeportattoa faeUiUea and tbe danlopoent of ber 

otber 
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ot'ller '-•tlo. a4ortatap 4H1po4 to taonaoo tile 

pro4uoUft oopultJ of Ule ans111u aaUoa a4 'llor u.to 

witll no 1hlUo4 "•"•· !bote fao111Uea wlll at t~ao 

••• tS... &14 AIM?looa ~aotazero &114 ozportero ta 

exton41ng the aarkot for their prodaota, 

It 1o &Bt1o1pated that the BraE111an program of 

nat1oftal denlos-eat .,,ay 11kew1ae benefit by plana for 

wneyo of tr()Jlical agricultural poau1b111ti .. by 

ozperto of tho 1hlUed ltatea Oo't'enlllent and '111 t he lll'b­

aequent loo, ohoul.d the Onel'llllent of llraa11 ao reqa."'• 

of orporto aT&ilable under the t e r.e of Publlo Wo. &&5, 

OD&Otocl l aot year, la tha.t OOiliiOOUO.D newo haft ben 

uohalqo4 ralatho to the 4enlopaent in llruil of 

oo-pl•ntarJ, 11oa~etUlft products for wb lch a .. ..,_ 

otottal aarltet 1o bellon4 to nlot ln the t1n1te<! stat .. , 

proY14od an &811un4 oupply can be 4onlopod. In t bo 

4nelopMat ad upaaeloo of oo-pl .. eDtarY tra4e 1 t 1o 

'llollOYod that tho two Qoyernaente ooy find a field for 

laoroaoiagly effoot1Ye oooperatlon. 

!tie Oon~=•t of Br&sll h&e tndtoatod Ua c!.eeire 
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te orp.al•o a O.bal ... _lint, u4 t11o tr~ 

Depu111oat lo pr.,an4 to 1 ... llppftprlah auutuee to 

tbat ead.. 

!hero aro aUao'llo4 oopt .. of aoto• no~'bo._ 

the Wtnletor of rozet~ Affaire of lra•Sl ... t .. 

loorotarr of ltato. 

OooperaU oa ill •117 otltor f1ol4• of aoUrtty aot 

t&kea up ta t ho abo?-Uoned exohaftso of aotee wao aloo 

pr ofitably 41ecueeed wttb l.abor 4rtDha &D4 the offtotal• 

aft4 experto of the Brastllaa Oo•ornaeftt who ae~a1e4 

h la t o thto oouatry. 

ltllhor Araaha bao ltlrowho OB«8P4 1ft diacuedOM 

wl t h t ho rorotca Boadbol dore ProteotlYe Ocaac·11,. Iao., 

reletlYt t o tile •tatao of t ho lru111an dollar do'bt •• 

hao OJ!NNDOe4 tllat t he OoYOn.oat of lraa11 1atead.o to 

r .. aao payaeate oa lilly 1, 19M, oa aooount of tater"' 

&D4 -u .. uoa oa ••h 4obte 1ft aooor4oaoo wttll a 

toaporary &rr&J~Caoftt f or throe yoen. 
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bttlltal71 

••• ".......... ......_ f 
--- - .!!!! "''"" • ... .. 

toODOIIiO l'tl&Uoat llttwH& Brasil &114 tllt U&Utd. ltatH 

and t o d.ntlop tllt attoaal tOODOIIJ u4 aatal'&l l't801lNH 

and tbt OODtld.ll'td. d.hOUtlOil of 1tt autllol'iatd. l'tpl'tttata-

tint wUb the au tborlstd. l'epl'.,tDt&Unt of tllt Oonrat&t 

of tbt UD1 ttd. It&t II of .-utoa, 1t an4trt&lt111& II' 

1nttD4t to un4trt&'llll ln the nttr future tbt follwlnr; 

I 

pro~lt10D. of ~· l a paraeate f or t-porte froe tbt 

Unth4 ltattt ta .. oort!aaot wUh tbt aott of tllt 

lrasntaa .--. 'n- to- tbe· IMI'Itai'J of ltatt of tllt 

u.tW ltatat of h'lllnUY a, 193!1. !lilt Hanrt will alto 

fatllltatt tu vaa.tu of aa tqUlt&lllt t'lltvt rttuft 

253 
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'a1*l laYoo-..to M4o 1a but], 'llr Va1te4 ltatee otttana 

ador DOJ"Ml eo.SUlou 1a tile lrulltaa bal ... o ef 

1atenaU~ pa,.nta. I 'beltno that, u a NOIIU o~ 

tho 4h011 .. tou 'bew ... tllo mtllorh .. roproontathoo o~ 

OIU ro~ttn goY...-at., a oullotaaUal •-1'4 11u 'beoa 

roaobe4 u to tllo llaoto o~ tho prGYlolno. 

b or4ar to p:rooeo4 ottb tblo pnpoae4 fuUttatt.oa 

of ozobaqe ttuAottou, tllo OonnMat o~ Brull fla4o 

1 t DOOOONZ7 to pi'OY140 dOllar olrOllaago to &oot .-to 

duo A8el'leaa nportoro for laporte fl'oa tile U.Ue4 

ltatoo. flt ao.ko tbh pnriotoa, .,. Oon•-•t !lao 

a44r .. ao4 a o auatoattoa to tho trport-Japort lant of 

.. oblagtoa ottb a neo to o'otatatar t 'oo nteDotoa o~ 

appropna to aoooptaaoo orodl to !or tb 1o poupooo 'o1' tllat 

orgaalsattoa. A eoP7 of t h lo .-toattoa b oaoloae4 

.. Appoa4lz •• 

n 

fte o.nnant o~ lrull bao 4oelde4 to ... oato a 

OoaUal "-"~'" llaat ohtob rill llan t bo fwlcUoao of 

l'oplau., oo lataJ"Ml ... ntonal Yaluo of tile atlnlo, ... 

254 
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I bal .. , w ~ wtU w'w"* te elt.late 1111' tal 

n .. -.,._ ta -. -.J.-. ., ... _,'-~ ..., ..... 

... ..... an.u. hw ..... ,. .. ~.. ttatac ., ._ .. 

relatlft etMUl'F ta tM ftlu ef tM •Unll wttlllta 

tn 

WUIII .-u•t. nn te •• .,.._u. nr wll 

.... l.,._t e~ tM ~Utaa uU•, 87 ........... , ta 

a ~ .r nt.a u .,.~. ...... .., •u &, t•k ., t111e 

.... .._ ef e1ttalat .. l...- Wila el'eltt. te ft •• 

.... •u- ... ,., ef llrt .. wtal r-4• ta tM talW -· 

......... tiM -- ef ..... ,..., ef eull er .. lte~ 

tile .. 
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tMM ... u. an __ 1 .... te lie an1aeur .... p •••• 

auu••• wttllta • 11 1 _.la peW at na ~ 

re.-Maa af llruU, fa~ tlta bfteflt af -. llnllllU. 

,..,te aall tlta fuUIH .tt.al&U. at .... 11~ 

fta4J, 

1M .,,... 1 t at ln.dl 11 • .,..tally ci.HU... fll 

JttMlaUas ne JJ'It-ue hrs--•oal• pn«•ttaa et 

apl41Ultval pra4-te .. u ... w Iraan or -.a"l• at 

2SS 

JU .. JJJhl tatredueUaa te ll'ull whlob will oo.,l_t -

;I'M .. U• all4 fiJMI a al'tat ta t'M ..-uacl. ltatH. tM 

.,.._.,of b'ull wUl, of oavae , appraelde 1.tae 

••;n•U• af ae loft-ed of tba U.ltacl. U a t1a l• fta 

• ..,.,. _. .....,..,._, af nab )11'84aote wbtall •1 prowl .. 

tile U.lteA etawa wltlt aaoara( •- of npply, 

• 
Ill eaad4eftU• af tile tllpo:rtut relattoulllp 

M'- .. praa~ttoa of -~ lateruUonal trade 

nlatl- _, •-1 ••rwl•• of tlle fOJ'allll cl.eltt. of .. 
Regraded Unclassified
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tho Oon:ra-e•t of anau Ull Uo poUttoel roWt.tetou • 

a)' Oonrnnt U. 4taouo .. 4 thta p~'bln nt ... t.oly otth 

tho roroiga &o114holdoro ProtoottYo O~aoll, tao., 814 -.o 

111forao4 t'llat orpatoottoa that 1t o1U re.- pii:J1lellto 

on July 1, 19 S9 , oa .aoeOIUlt of 1ntereot alld. amorUoaUoa 

on tho oztora&l 4ollar do'bto in a coordanco otth a t.-porar)' 

&naDSOMnt for three roaro. 'Plio dotallo of t h to uraJIII'O­

• ont oro bot11g oor'to4 out .. tth tho roretgn ! ondholden 

Proteotho OOuaotl, lnc., a.ad otll bo aDnoaDOo4 b7 ar 

Oonrn.ont after ar return to Rto do Janet~. 

!0 tuzther t he doYolopaent of t he Bras111an nattoaal 

ooona.y, ar Ooftr-nt oteheo t o onoourago tho Yeluablo 

cooperation of United !teteo ctttaeno obo ba.e tUYeeted or 

oho 1n tbo fu~o •Y tnnot tbolr oapttel an4 teolm1oel 

Oll)lerinco in tbo doYolopaent of ! ruiltan reoourooo alld 

national oooeo.y, Wttbclat attowoUng to -rato 

opoo1f1o Maov.r .. obtob _,. bo taltoft to e11ouro lOSCh 

-oarac-ont, t aoov.ro Tour botllonOT that ar Oo.eraMftt 

tatn .. to o'boorn a a-r&l po110)' ob1ob o111 inopiro 

thl 
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tu ...ra• 1 d llllW hatH taweton. 

1 .-u, ••· 
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Draft 
3/ 7/ 31 

( 

lo!• tn. SM 1 ?"tan of "'" u hhr !mW: 

h!!ll!DO)'I 

of llaroll , 1938, 1a wb1tb JOU tnuaerah poUo1ee aa4 

ao~toaa Wb1ob the OoTernaea~ of Brasil , af~er due 

cleUbera Uoa &Ad Ule ooa!14ered 4teouu1011 of Ue autborlaed 

reprtetat&U9!t •1" 1:bt autbor1aed rtpr!!ntathee of 

t nttade to 'IUI4trtakt ta tbt lltllr future 111 order to foeter 

oonttaued .utually btaeftotal eoonoato relettoaa be~••• 

tbt 'DII1h4 Statu aa4 Braa11 aa4 to 4ntlep Ult national 

eoono.:r aDd aanral reeoare .. of Brastl. •• JOU well 

JM»!!illlt ta or4er to toats.-t u4 trpaad Ult eeonOilie 

oeoptraUoa b!~t!ll aru11 ell4 tbe UaUed ltatta. 

1111:!11Uoa ef ibe Oo9!rlll!!llt of BreaU to "tablteb aDd 

•tatata a fr!! nobaJal! •rt•t !or aoraal eONMretal 
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'"" ... uou u4 tD faeUUate no tnufu of a -.sttuto 

tutun rehra 11p0a u• .. t.ento •u ia an.u llr 'DIItwt 

ttatoo oittaou -.dar aor.al oond1111oae ta tbo Braa111oa 

baloaoo of tntoraattoaal pa~ate. I aa taforaed ~11 

tho lrport-IIIport Bank of Waohin«toa bao found U poootblo 

to aoetot ta tho faotlttation of osohaas• tranoaottoae 

by extoudt ug appropriate aooeptaaoo ortdite ta or4or to 

p:roY14o 4oUar exoha:nge to aeo11 -nto 4uo -.rto• 

oxportore for laporte fro• tho 'DII1te4 ltatoe. 

I aa aloo lnfonted that tho 'l'roaeury Dopartment f1D4e 

u .. u heartily 1n e:r-pathy wUh the ob3eoUno otot .. 

ia your o~oat1oa to U reprdlng the eota'bl1ellaont 

of a Oatral RoeorYO Baak , oad will 'bo glad to ... tot~ 

Oo•e~out ta the eota'bliehaent of ouoh a baak u4 1n 

ito operation•, by plaoing at your diepOtal ito ad•1oory 

fao111U" and 'by tho extonaloa of a ltae of ore41t ta 

Aller loa ·c urrnoy, in aay way tba11 1t legally and 

appropriately pooot'blo. 

I 
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d_. a n .. te ..... nttq Ia ~M fullltattoa et n.te 

,._.._ ae bU .. ltawe _. anau uct 111 tM 

dnel.,...t ef llrulllaa aatval r .. eureea, 11u qreed 

to eou14er the u~at of auUable l oacu ten ore4lte 

to fl-• llru1Uaa parellaaee of -oelo equ.l..,...t Ia 

the 1haUe4 ltatea. 

ad41'eaae4 w )'011 ll)' the Jrport-t.port ll&llk u4 t'lle 

!'J!eaeur)' Depeztae11t are euloeed •• 4J)l)"dleM A D4 B. 

file Qon~t of the 17Blt .. ltatea 11 1atenaW 

la .ooperatllle wUh the Oow..-at of llrull 111 eftl')' 

pn.eUeallle ...,. 111 the •tadJ ucl 4ewl.,...t of 

apleultal'al p1'114Mtl ucl probeUoa wlltu rill oa.pl-t 

p1'114la~UOII Ia the 1hdte4 ltatea. X. tllla reprll, u 

1ft an naJ'e, lectelattoa llu alr..,,. "-" .. ..,, .. 

wblell aut'llorl1e1 the loaa of erperte of t'lle OoY.ra .. at 

of •• aau .. ltetH to aaalat tlla a..e-t of ~u 

Ia 

• 
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ta .,..laltao4 acrtwltual aftdl .. ad dnol.,_ ••• n... 

llaft abo 'ben f~ated fe ~ of agrtnltwnl 

poaal~llltloo, taolu41ac tho dlftlo~t of troploal ~­

wooda, ru~ba , a11d athol" pnduoto, wbtob eunoyo ooald 

readl17 lllolude tho oolaelde11tal a tudy of ... 7 addlU-.1 

11atlft pro4uota of llr&sU. Draft leslolaUa. wbleb .-14 

proYido &~atborbaUo11 fo r tbe .. .vnya la noor before 

In rola U o11 to tbta gononl progra11 of eoon0111o 

oooporaUoa betwoon tlut Ollthd Statu and Bradl , I ••1-
tlla lafo:rMUoa nat yov OOYH'IIMnt plana to re­

,.,_.., oa July 1 , l9~t. 011 ac~nt of lnt er ee t and 

-l"tt•Un of tllo atonal dollar do~t of t bo acnoer.o11t 

of arun allll Ua po11Uoal tnab<llrldono, ln accordance 

wUb a t.-porary a~t f or throe yeara, ad tllat tt 

to tho 1Dt011Uon of your OoftmMnt to purwo a pol107 

of enoourartnc 111YeltoiODtl of United Bta t ea oltieena la 

•:raau. 

Aeoopt, l':lloall.-y, tho utNZuou of •7 _, dla-

Regraded Unclassified
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263 117 &Nr .... IIlah'••• 

Ret-• h .... '- ,.., ••-.. •li'odl .. ot ----
ftlo tapo.--~ IIMk will ••••'•• -. ••'•"11* 

auop\uOI oro41h fliP Ull Buoo 4o BPaaU 1a oNoP .. 

01111, \be oo ....... , Of 8raa11 la l\1 p&rpGII .. 41 ... 11-

UAVI ott1o1al ooUrol nor t orelp onl\aa .. oponUou 

1a 10 tar •• .,.oil eoa\ro1 atfooh to•orelal rolaU oae 

"-'•o•• BPull aa4 \be Val, .. 1\atu. ... are4Ue wU1 

"' prort4e4 Olr .. \17 OP Ulrowllil ...... , ... -Hlal bUka 

10U1faOWP7 \ o Ula Bu .... Bl"Ull M4 Olll'l ol•u, M4 tbAll 

'bo rop.,-u1o 1a lAa\81-te oftr a porla4 110t enoe4U. M 

1011\hl, 

to pora1t tho Bank or Braa11 aaplo opport-attr •• 

11qv14•'• ita o'bllsatlona urioor \he oret1,, 1\ 11 auc­

ce ete4 \hat eaoh or1cllla1 Oraf' al\al1 bo parable •' 1 

aoD\he1 ,._, aa4 1117 ba .. uet1e4 at aa\111'1\7 br tu 

par_, ot 1~ ot Ulo f aoo _, \Jieroof M4 t llo 4aU•G7 

of a roaewoal vat• JN17able at J •atllo' •lt'l' for Ule 

balu011 u4 'horoattor at J -• latonala, alal~ar 

trueu UMa allall \IIIIo •laoo, oxoopt t ho\ \llo '" laa' 

la••al-h ollall oaoll repro••' ~ of \Jio fMo -•' 

or \Jio ortclaal Oratta. ftlo to\&1 -•' of .. 011 oro41'-

0IItnu41Ag at 1117 •• ,1110, wbo\her repraaeaUa& orlpDil 

or ronowal vana, abal1 aot oxoo ... 18,100, 000. the 

Regraded Unclassified
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ftle u .... ,, la•bU.. u.. _,,...._ -t.e•t•, euu 

111 o • ._ nat .... eMil tran •• -•P'-. - ... 1.,al•t 
w .. e) ..... , •••• ftle .. ,au. •t .......... , ... 
wlll bnlatter M ..,...... Mtw- tM &Qe.-t-JIIp~rt 

.._., or tile ap,..._. •••ra1a1 lllllke, ... Uae ....... 

..... u, "' u allall " ............... , Ill ... ,.. 111&11 

Ill 11 .. 14at .... or Mtlre hal P, U6l,. 

te ..w 1a laproYlal JtnaU • • ,.,..IJI~>nauoe taanut.ee 
ut ~. teftlopaut ot her o\lillr a-eue aw4ertllkla&• 
t .. lpet •• laoreaeo Ull ,.. ... u.,. eapae1" ot tile 

aruuu. .. ,,.. • ..a ur ..._.. n• t~~a hlwt ... ._,, 

the &Qert-lllpOI't a-t W'lll -pera'• YU!l \lie Alters .. 
-hiWNI'I aat I.QOI'\11'1 la n"l7lal till 1'1 .. 11'-\1 

,., .. '"" •-l•,...u _, parUelpatlal n• •• ·­
taonrere ..a e.QOI'tll'l, \1 tiM "'•' that Ue ,., .. 

..., -· aft1lole rer ... JIIII'P''"• 1a till e.aU11e11a 
et 11'14lte et a '-• eal .. le•et '' ena~le \lie 01\'eft-

... , ot .... U •• tM ........... u to '"''' the 
11011111'1 lnMap na..\ Uenptla& MI'Ml pu'lbaHI 

trow the hl\14 ltatN, or we INP141J teple'lal lrull '• 
R pplr ot t01'11• u t ap. 

""Jl!lrport-:t.pll't aa.k ....... , ...... , .... uu It 

U\e Uat 11114er _,u_..u .. nll -· •t a -relal 
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.a&•••••• ... wlll -..r a rate or tat••••• ............ 
wtD De laUwltllal V .. IMUoa1, .. t la az1111 tf .. 

265 

,... -· '"'",.w· .... u ••• , •• ta~at.., _.._, 
lbod4 be aplll1\ \be o'bllpUoa• or •• ._ h araeu 
or oGler qulltt .. 'lllllklac tnnuwuo .. , _. ._, aae.a\1 

aanraa111 'Ill a.&l 'bf De BrutUM •DorlUM Da\ De 

.,..alltte tollar ezebMp wtll M naU.a'llll tor"~"· 
I\ 11 IUf@'ll\ .. lUllwlll Da\ PPOYlltoa Ill .... fop 

perlocllo pqmenh to \be •• \bat DO llqle ,.,. .. , wtll 

oooalloa MJ' eerlow1 O.plettoa or , ... eoali'J'• nM•p 

reaerft. 

t'Ub1a \he perto4 4urtq mtoh tbe l!ank 11 la 

po1t\toa \0 a11t1\ 1a pPOYldla& \bell OP-'1\1, aa4 \o De 

n\eat \be\ Ue flllldl aq be a\'allable tor Ulll JMI'J>O''• 
WI wtll OOIIaldtP MJ' IPMlflO propoeala &I • ., aq 

41\'llOp. 

11alll'll7 70111'1, 

ElrJ>OP\•Iapor\ BeU 
Prut4•t 

Regraded Unclassified
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2S6 

oantral Raeerre Bank wblob wlll b&Ye t be fuaotloae ef 

regula ting tbe internal and erlernal ftlue of tbe •11-

n11, an4 of oonUolllng oredlt u4 tb& .,ner aart.t. 

able flnt and f or-et la order to ooor41aate 'llllllu 

t he 41reoUoa of oae ooapeh a t aoard of Dtreoton all 

the funotloaa aDd operation• of a oent ral bank - .anr 

of the ale .. nta of whloh alre&dr exlat 1D one fora or 

aaother l D the aeYeral depart-ta of t be Balik of ' araall 

a Dil of t he Bradllaa Trea.aurr - eo tb&t t hat bOd,,. •r 

guide u 4 oarrr "" effeotlnlr U1e aoa~ ta.rr a11d baaklDc 

pollor of arasll. u the pn aent u .. t heaa f UDOttou, 

lnaofar ae t her eslet, are oarrle4 oa 'bJ the YlrtuallF 

u110 oo r 41ll&U4 1118ha nge &all Radtaoouat oepartaellta of tbe 

•••-otflolal B&Dk et Br&all ( t be eo-1101&1 Depart_. 

Regraded Unclassified



0 .· 

-~ 

llaodllas fta.-1 ace•r oponUou) ud no •'• l­

oooUoa of 'llo Tnuarr. 

Ill ad4lUoa h 'lila •Jor olljan1ft of ooo1'4lD&t­

t ng th o oz\arnal and in\oroal atpao'• of 80Dat&rr 

poUor, thoro aro a llll&ber of apoo tno •r• to wbioh u 

off1o1eD\ Olo\1'&1 Reaal'YO BUill: •1 be of a .. hiuoe la 

tho 4fYelopooni of \llo araatllao ooo-r, 1oolll4111&1 

(1) U •r npla\o \llo t .. uaaoo of aoha, rnoniiC \111o 

tunot1oD rr .. 'II• 4lroot ezlgonotoe of publlo flaaaoo; 

267 

(a) U •r be 1nt~ntal ln tile ootabltallaon\ of aD of­

foo\1YO .ODOJ .. rto\ and lD 1aproY1Dg toohDiquoo for ito 

oo11trol, ao baYa bee~~ tho nooonr oroa\o4 oe~~tnl IIUIII:o 

1D otllor .-nou oouotrioa; ( ll) •• a oouoquooo of ( 2) 

lt .. ,. faoilltato tho regular i aauaooo of Tl'O&ODrJ billo, 

aotoo, a111S bODISI, a a4 ald 1n tba .s.nlopooo\ of ad41Uo .. 

al l1Utl11C aod orodU oomooo t or t ho t1Daoo1Dg of 

lll'&alllaa tn4uatrr ud agrlouuura; and (4) it •1 .. ,a._ 

Uoll offUl•i •notll for oollaoUDS oooo01110 ..... ••eo­
-., for tllo papar .s.teraiDaUOD of ononal &114 totoral 

-·urr 
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of 11ns11, Cllriaa Ill• rt•lt •• til• u.t.t• "•'• ta 

rr.uu:r1 aa4 .... :rloaa teollald ... , aad II• tllft 11&4 tile 

ftw oapttal et til• .. t Mall ..,. so,ooo eon• et 

r.U, u .. tldr4 'o H hMG:tned _, 'lie a.. ....... , 
I 

~ • llleW ... -~ -'"· .. _.. ..... 

~· -..u ef araul 

268 

e. ,. .., ... •ell, u•u••• ... .-.sn••• 
~lU ef e 'nV .. . 

Regraded Unclassified
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•· 'h au a4ftllo" cuaraoh_. llr pl4 Wl­

uoa, liUla ot nob&oga, or rau:ral. •• ..,_ 

rttt.aa. 

•· to 'INr aacl uu sou 

t. ro 'INr a ncl aall torelp nllb&DC& 

I • ro aosasa la open •rltd operation• 111 

oartaio reural aeourltlea, aa well a a la 

sold, ezohaosa , and oo ... ro1al b111o 

b. ro aot aa tlaoal .,..,, 

1. 'I'll aot u olear lng bol&&a 

!be B&nk llball 'be required to atntala a1nlaua ro-

aer••• ot a& peroent ot the total ot 1ta outatan41ng note• 

an4 el&ht o'bUgaU ona. !hla reune will 'ba ooapoae4 1• 

1Uallr ot gold hol41nga, ot b&].anooa abroa4 l n tree cruJ'-

b&1DC •••v.re4 t broqh pvobaa .. ot sold J:C&dlloe4 v1tllla 

tw naaav.rr a1rea4r poneuea ao tona ot gol4 •rtll 
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ot do .. ouoall)' pro4ue4 celt _, '110 .. u .... at •• 

tat'Dtt 'PO toao (a'llollt seo,ooo,ooo) ol''t ta otllal' ........ 

ooonomlo pooltloo ot !l'&sll attalao a 4otlaltolr ~.olr&'lllo 

lonl, tlla oeatnl ROoorn BPii: wlll oa4aawor to ou .. 

111&\o~UOtuaUODO 1D t llo 'llaloiiOO ot lotuo­

ll&tiOII&l .. ,...,. &114 tllooo al'lolag t:ro- tile lnogulal' 

Ulliq of 1a u.,_ out pa,.oato 'II)' a poltor ot adapt he 

t llo 'llalanao of pa,.ooto t o oo:nal o:aabaDCO Jroaouro ... 

.. till& ..... uo .... , -...at. Ia tllo oppooUo ol~ 

...-.. 
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••• 110 .. ' tile aDII: w.l4 fbl4 u •HUUJ te ..... 

~tBit aYatla'llle tau •""""· re till• .. , a U.. l ~ 
ot ned.U l'~n~ ~rnDoJ, lDt~D•• eulaalftlJ } ~ 

I ._._., ~ 0. • 
tor tide ,.rptH1l wh14 'Ill ••lra'ble la or•r te )!-- '~.)-» 

-· 
wUb h tile pollaJ -~or1'1114. 

ltaoenl J rou.n, 
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I ban 7"' le\MP of llaNh I, ltal Mfl" M, 

wbllll eoa\alat aa tll\U.ae ef \be plaa \bat. \be IIJ'Ull-

I ) ha QoftJ'aMa\ Ml .. liP toad .... \lta ftP \bl U\&1J-

11~' of a c-ual. ......... ~. 

'fh1 obJtt\hll 1\a\14 \h1Nla 1&1'1 \ho .. w1\b wb1111 

I t1A4 ., •• u helll'\111 1a 17JII)a\IIJ aal I haa\la \1 u-

taoUl\111 of \bU Depar\Ma\ w111 1M plalll treelJ' a\ 

)'OV 41~Ptaal . 

r--
1 ahall al1o 1M &1•4 \0 4110\111 at. \hat. t.111 .., 

w1\h1D \he IOOPI of \b11 Depar\Ma\. 'l'bl Trnl lll')' De• 

par\Ma\ o f \1111 \htl\11 St.a\11 wUl b e &114 \0 auil\ J01U' 

CloftJ'IUIID\ 1n \Ill eet.altl u-.a\ of eu oh a lMa& aad 1a Ue 

opeNUOUt let J '7, ' eta ' s'· sf . ll . If ITTctt 

111 • ., ·~ t.ba\ u 111"111 ... , 

op J>ro prla\ell 

Hle lltttll..W 

0~ ......... 

a1a1•~ ef rorelsa Att•lrl· 

Regraded Unclassified
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a..,..pria\el# ,. •• _.1~ 

I ... a uu • ... u ... u . .... ~aa ., LU\ .... 

-
an orn••r t~tUUU.aa a a1a11ar Hle aat \1141 ottlaar eo 

•u~w• wlU p ..... t w JU.a • • Jaaalft la \be ~c!l•'-

1\aw ... •XPAU'- \be _... at tlll'\bar UMVa•iaa ar 

.. u .... 

Regraded Unclassified



., ... r Mr. Ytatet., , 

ancl OperaUoa f/1 a Oetn1 luenoe Jla.alt, 

t ile aoundn••• of the objecrth .. eiiYi ..... h thle p1u 

and of tbe ••fill rewlh Ulat _, hi auatald bet~ 

If Bnatllaa.Mertoaa true &114 •enet&rJ n l &Uiaelllpe. 

I u theret• • tutnaotld II)' tlae rreetclet te 

wtn hi f!&C te uetet u II)' plaet .. at ne cll.,.Ml 

tlll 
1f uar Qot'e..-n/ a4wt•rr fMlltUee of the treawr, 

JIS.Snn If rentp Mfalre If 1ru11, ..... , ... 
Regraded Unclassified
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.... Nl .. of leu tuuut .. to no- taouwua, n. 

for atllortlaU• to plaoo •" no 4llfllll of Uo O..oa- . 

.. ~fv ~ a-e<. c~'~ a-~~.{ ~ 
• ••• of Brut\ .. 14 -. to tllo •-t of tto,ooo,ooo, to 

,."' • • poolllllo appln o1ltatJ uooto 111 oaoo of 11 .. 4. 

dtowll qpn, 'llllt U waulcl llo oonah to 1>o llolpflll la tllo 

•••• tllat tllo - hotlt11Uoa .-at lla•o to 4•1 wltll 

epMhl olt1laUao of a to.pOI'al'J ollal'UtOl'. T• lla•o 

lnforao4 .. tllat lll tlao ... , tllb uauat to 4n .. upaa, 

wooll wUia ntor•oo to no aalataaDOo of a tl-olal 

l tlalllk tM wen of •oll aa ofttolal la lulltact• would 

Regraded Unclassified



pantealU'lJ ,,., et•• nh a.. ..... , , ..... ,o 

' " lnhlll •' tbe • ._.., of ~· Oai\N hahe 111 lito ell 

Janeiro aa ortten flalfUUnc a ll•Uar role and ne 

offl oll' eo 4eelpatl4 will proeel4 to lllo de JDelro 1a 

t be l • lledlate flawre. !lie •pot11t-t ot no .. ottlolab 

1bould faolli,ate &ad oaped!to '"' oomr 1o of tar'tl•r 

4hw .. 1011 ot tllo ottJonheo atlo•o 1111UOMd. 

aou ..... 

~- . --

27S 

-
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llr. !:rigel 

Attaobo4 aze the f ollowing papere relating to the 

pnpOead lru1Uaa a:rohuge ri«De: 

1. Draft deoJ'ea-la• aula\t\e4 bJ the lraaUtaa 

ltnleter of Poreiga Affaire. 

a. ·-1'-·. :r•IIUdlll« tile lah~tauoa at 

&rUole 11 u regazde the t:r&Mfe:r of ea:rt~lnga of lunt­

a enta lD !:ra:rll of ll'altad Stat .. ottbne, al!tl'ee4 to bJ 

the l:rae111aa llatete:r of roretsa Affaire. 

s. lno:raadml :rega:rdtag the lah:rp:retaUoa of 

A:rticlee 8 and 9. 

'· LaUer atgnad b7 or. loua Oaatae etaUag that 

t he Bras111aa 11n1eter of Joretga Affaire approYed the 

a emoraadw r agardtag the lnte:rpret3tloe of A:rtlelee 8 aa4 

'· 
It -e ag:read )'eatarda,y liJ t he lleleter, Or . Sousa 

Daatu, aed a)'ealf tllat .&:rtlele 3 • ould haft to be 

_ .... ao tlla.t Ute w:r« •uellaalftlJ'' applied. Ollly to 

the 4eallagl of p:rln.ta bade aa4 eot of the laDoo do 

lraell. 
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A Ofll51t of :110 a llltn dollare to t he Oarle1:ra o..ut 

of tt.e lllllk of hull (~ lleput.ellt of ne 11a111r 

of 81'u11) la ordft to rel ... eo the one!UUI~a f or tile 

cnrr«rt trL1s, in eu~eet~ in t he fell~tnr te~n: 

Df.CIU!! 

Art. 1 - J.l'llut7 fer nebaase eperaU011e 1a cOD-Uoe 

w1 ' h nora&l irado eh&ll be l'Hetablllhed t n the tene of 

thle Deereo en4 to take effe ct on the dnte of i t a 

publlca Uoa. 

Art, a - bpo.rt d rette •hal l be aol4 l n ttle 0p1111 

lliU'ke t l'l'ld flhllll be eppUed nclueh't'lY to 'l'llY!Il~nte of 

t11p0rte, 

r aragraph - The t~change Control Depart:ent will .-pply 

eroort J)f!nt1te OlllY U'l'lOtl pr,.gentc. tton of T>r :>of by t he 

e:rporte:r t o allow that the exchange bne been eold 1ft 

accordance • 1t b t he terao of t hl e Decr ee, 

Art, 3 - 'l'he l!uke pu:rcbaetns ex!>Ort i rnftr ohall 

be obligated to eell to t he IIIUik o f BruU 0t1 e. ctlf.lt 4:raft 

oa J.oodon or Vew Tor k in a ooordance with the r ate 

ewtaliUe'bed 4atly by t he l!enl< of Bru 11, 10., of the 

• OWit of eaob bill of exehangfl pur ohnoed. 

Should tho nobaft«e draft be t .. ued ln o t her CIU1"NNIIY 

t he eoa•ereloa to peande ate rltns or dollar s ahall b~ 

.. de on e baele of lte pari t y la London or le• Tort 011 tile 

day of pu:robaee, 

Art, 4 - 'l'he "OU'Ob&OO Of mtOlllll\ge f or the ~nt 

of liiJIIIl't&Uoeo oball be ado 1a the eaa• •aner aa that 

of a&lee for ospor\atloa 1a tllo opeD urket am wit h 

\M p~- outborlutlon of t he l:xch~nc;" r:ontrcl De'l>artm8nt, 

Art, II -

Regraded Unclassified



An. 15 - ftle ......... f- tile ... ,...te ef .. u .. u .. e 

e...a«• ., • tile 4ate ef tide lleone, tM ..-tftl•t ef 

•lllell la •J'Ullla eUIINJ' 'IIIIa 'IIMII depedW la tile f­

ef taetnetleu la lffMt -t be pvalleHC la till 

279 

IJ>ft •zket. fbi ..... do llnell will fll:ntell ne -u.n 

ooYerase• for tllle ~r,oee throagh tile offloial ereha.,a 

rate 111 effHt oa the date of tile JlU'blloetlOII ef Ull 

DeorH or tllat of tile .,.. u.rtet • • •Y be f•Dd -• 

oonY~Bleat for the parollaaer. 

ut. e - Traaafen otlln than tbo11 1-lac rr.. -••t 
nport and !aport trade •Y be aade 011ly throas'l tltl llaoH 

do llraen. 

ut. 1 - hrelp tolullte e'llall 1111 opnly to t1t1 

llaoke, ~rolumgl aou .. 0% llaaklq rlne tltl -" of tlllir 

l ettere of oredlt, tra.allere• olleote or foretso erohaft«e 

and •Y re-noheJI«e tile u ttonal oarrenoy e boald tttey eo 

dedre. !be t'uDde -.ell aftUallle 1ft tllb -•r to tbl 

!alike, hobaose Hweee or llaokl11g rtne -t 'be aJI'Pl1ed by 

tllea enlullnly 111 till eale of drafte, lettlra of orldlt, 

parant erdere v fonlp aarre..,, to pereoae duly 

autberbld to pvohaal ••• tbrou~ll the Belt Oootrol for 

P11l"PONI of tranl or 11Ylllfr •"Peoeee abrlad. 

PU&«ftPPl - lluclll eperet10118 -•t be nterld aeperately 

aa4 repertld dally to tile llaftt Control (rteoalllaQio 

llaaehla). 

Art. 8 - hobaap eperet1011a 1ft oa.p1118ated Olln'ftei .. 

a'llall llll llaa41ed nelullYelY by t'lll llaftoo do llraatl •111111 

allall a1 ter ue C~UGtatlea 1a """'"11101 w1 til the tt1Mtaatioae 

ef nn-111 llaftiiS frH IOIU'II la tile 111teraatlcmal l1>ft 

...... 
Art •• -
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Art. e - !be aau .t lnaU .,. not •tatata a ~t• 

UOMJICe JI001 U• 0B OOIIpftHted C'al'ftiiOlll ~ -)' 

pvobaoo thw ollll)' for oo-.ongo of oal11 IIIOdo pn..toaoly or 

at tho , .. , tt••· 

Art. 10 - WUh tho oxoopUo11 of t ho aueo do Bradl, 

Sante ehall not •tntaill a 0 bclap t• polltiOII e'bno 5000 

poiiDI!e otorlt .. or lh oquhalftt la other CNl"ftiiOtoe. 

Art. 11 - !llo Buoo do Braell rill per ter. ~1 n0a11go 

openUo111 pertaiDilll; to priftto capital, enpe, nporb al"'d 

othere, at the r a toe pr..aillD« in the OJHI1I wartet. !bo 

Bant eh~l tate oare of tho eer• loo of pri-..te capital 

wlth111 the lt.tte of lte aftilable ~nde ae practicable. 

Art. 13 - All gonrnmental depart'Mente and publlo 

eontcee, fedenl, etato or wnlolpel, w s t haDI!le ~1 thllr 

oporoUou aDd VallHCU ODI tbrOU@:h t he 8aDCO do BruU. 

Art. 11 - !llo llaake, boballl;o Rou101 or Bantln« rtne 

whlell rlolato the pro-rletone of t hte Decree, appl)'l~ for 

pvpoooe other thaD thoiO hentn pr .. orlbed t ho f'unde .... n­

ablo, ebdl haft their baDtllll; ltCIIIIII oaJICtlled alii! .. ,. 

110 longer operata oe osobaiii;O traneacttone. 

Art. u - All prondou to the oontruY are henliJ 

rOYOll:e4. 
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n 11 so ua &a 'PrliMl'Ple ,.._, la ...._.. w .-

opea -.rut. t.Jie ,,...., •• of u -.alt.altlo "tara o• ...a. 
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.. ......, lf, lt3t. 

leeuy be'-tn ... IJ'!. llo!e Daa\at a n4 Pt11\!a!o, 

•• lfttrt . le1t u• Ctllafo ot '" 

'"" P.IIPSet•' 

Tbt att\lng ••• bel4 by appo111\aen\ 111 orter \o ••­

o tr\!111 wh!\ber \ htJ'! • • • o-• eilere\al\4111& ot \be •ar 
1n whleh ar\1olet 8 !.114 t of \h! aeaoranclua oa u c-.ce 

wb1ob ba4 beea pl'!ttn\!4 bT \h! Braa111aa D!lega\loa woult 

opera\t . The J'!tul\lllg 41tcu!lloa eh1Mre4 \bet. • • aaoaa 
\ be par\lolpaa\! \btre ••• ooapl e\e 14en\1\T of ll!d!P­

e\!n41aa. 

Ill t ube\&lloe, \ha\ un4eret.an41n& forti!• \ha\ \h!!l 

ar\lcl•• woul4 opera\! 1n prao\1ee ln t.he t ollo•1n& way1 

( 1 ) 'l'ba\ •• at. pr!!ent., all ~rlns and !111111& of 

COIIJ)!M&Uoa a&J"U 111 Bra&11 would haY! \o f!P \ hroup \M 

han .. of \be laAk of Bra&ll (or •DT o\h!r ott1olal 1n et.1-

\u\1oa \bat.'" tt\ablltb!t 1.11 1\1 plaoe) . 

( I ) 'lila\ \h! laAk of Bra&U would opereU on \be 

&•ne~ . pelleT of balaao1Jll curren\17 puroh!u• and .. 1u 

ot ooapeuauoa .. ru. In t.hat. ••T 1\ woul d !''old eftr 

btln& lll a eub!t.uual17 1 bnu&h\1 poe1Uon ln ooapenu\laa 

a arkt. I\ ••• J'!Oo&nl r.e 4 \ba\ t or praoUaal reaoon• \h! 

Ballk a1&h\ baY! \o aarr7 troa u .. \o Uae • balanoe of 

e:aall 
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( I) I\ •a• bro"8h\ o11t t.ba\ Ul order \o bne t.hle 

ba l anao aalnta1ned, lt alght be neoe••~1 t or tbe Bank of 

Braall t.o tQtpen4 froa \lme t.o t 1ae t.ht PQrohale of ooa pen­

t et.loa .. rkl . The B~& ll1an r epreeent.at. tYet IQ&gettt d t.bat. 

l t. a l&ht. be QllfUl lf an agreeaent. 0011ld be reacbet bet.•••• 

the llraalllan an4 Oera&ll OoYernaente reguht1n& t.ht 111o••-

~ent. ot Braa 111tn exports b7 t oee •~all t1111e period, quart.trl1 

or ao nt.bl7, and the Aaertcan repre t entat1Yee asreed that 

euah aa ~ro•ent a1&ht well ""' a ueetul purpo .. . 

Lt. wae uaoeretood that. t he intention ot the Braa111an 

OonrnHnt wae \o a aUit&lD in full ett'lot the 11Jo1t.et1one 

of eaport1 t or ooapeneat1on aa,r u no• oonta1Md ln t.he 

O.r.an-8ra&1l lan oomserc1al agree .. n\ , 

(4 ) It wa1 agreed that when and at the seneral eobtae 

ot troll~~& \be eaohan&• wa1 oerrt ed \ broush 1t would be 

ne0111ar7 t.o aa1nta1D a oro11 11111.ng rete between t he 

ooapeneat.loD ourreno111 and t.ha dollar or pound. It. wa1 

aareed fUrther \ he\ a eu1tl!lble orou rate \o be w t. into 

ett .. \ at. the \l,ae of the 1naugurat.1oD ot t.h1t 1)01101 w111 

t.he aaU\l,JI& orou rate between t he oo•oen11Uon ... r t ••• 

\he tollar. 

'Phle ra\a wa1 t1gure4 out t.o be a.tl5 ooapenea\loa 

.aru \o \be tollar. flll• 1a \llrD n.• an1"4 at b7 a 

aoa~l-
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ooapal'llon of t.be .. 1u.aa nt.u t or t.be tollar aow 1a 

uut.eao. ( 17 . '1 a1lreh) ao4 t.be aalllq rat.e tor t.ba 

ooao.naat.1oll •~rk aow ax1at.1n& (6.0 a1lre1a) . 

(~) It. waa t\1.1'\har a~e4 t.hat. 1n t.ha tut.ure t.hea t.ha 

!lank of Brasil ahoul4 ao n sula t e the aelUng rat.a of \be 

aarlt that. u. would tluot.uata w1t.h the 4ollM', t.herebJ aa1a­

ta1n1ng t.ha oroaa r ata ot 2.9& to the dollar. 

(6) The quaat.1on o! apread t.o be aa1ntP1ned b7 t.ha 

a .. nlt of Bra111l between t ba bu.J1ng anti aall1ng rataa ot the 

coapanaat1on aark waa d1aouaaa4. The ~raaent. apraad bet-eaa 

the bu71ft6 and eell1ng rata ot t he ooapenaat1on aark, 

exolua1•• of the 3 paroant. tax, f1guraa at. about. 8 ~/3 

percent. ot the aall1ng rata, wb1le the spread now appl1oabla 

t o tba dollar, 1a about. 2.6 paroant.. Tbe Aaer1oan rep­

rt t t ntat.1Ye auggaat.ad 1t. woul6 be helpful 1t t he praaent. 

apread oD t.ba urk of 8 1/3 percent oould be re t.a1fta4. 

fba Bras1 l 1an repreaenta t 1••• agreed 1n or1no1ol t t.hat 

an at.teapt. llboulO be .. o.a to retain 1t , but s t.ated 1n t.ba 

annt t.hat 1t. aeece4 adYUable thaJ would wub. to real . 

traa t.o ... n4 pol1oJ 1D t.be .. t.tar, d1aouaa1ns t h1• aubjaet 

w1t.b ua. 
(7) f'1nall7, the A•r1oan Delegation brought to t.bt 

at.t.ent1oD of t.be Brall111aD Delet at1on t.ba euggeet.1on 

that Br-.s1l ahauld no t. aaploJ aDJ tree ourrenc1n arU1n& 
tro• 
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'lie '• -la\ala \lla\ .. u., 'lila\ \!Ia\ la eaeepUeMl lao 
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Preeent: 

llaroh 8, 19S9 

10:~ a . m. 

Mr. 'lfellee 
Mr. Lochhead 
Mr.11h1te 
Mr. Foley 

IDl.Jb: It you don't mind, I am having these 
people i , time being so abort, because we went 
all over this with theee gentlemen. These are the 
people who have been advia1ng me. 

Mr. Welles: I will come right to the point. 
I think that it the letters that we went over yester­
day afternoon are to be in the shape that you lett 
them, the whole negotiation is over, the whole thing 
blows up and is a complete flop and failure . 

Aranha 1 e point ot view is this: he baa co~ 
to the United States on account ot the invitation that 

2C6 

we extended to him, thinking that some effective form 
ot cooperation could be devised between the two Go•­
ernments which we haYs bad very I!ILIOh at heart and Yer'1 
much in mind. &a a result of it, he finds himself 
confronted with obli gations on his part to agree roughly 
to transfer to the United States every year approximately 
~~.ooo,ooo or fa7,ooo,ooo,- I don't recall the break­
down now, but that il a tact, -- including resumption 
ot payment on the American-held dollar debt. In re­
turn tor that he gets ored1 t tac111 tie a from the Export­
Import Bank tor twenty-tour mon t hs, amounting to 
$19,200,000. That il not something that will be 
favorably regarded in Bra~il . 

My request ie that we try to t1nd aoiiB way out 
ot tbe difficulty t hia 110rn1ng. Before be came here • 
you and I dieouaaed the e1 tua t1on and -.:! underat1Uld1ng • 
clearly, was that you f elt it waa possible, both legally 
and properly, that the Stab111~ation Fund be utilized 
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in some such way as we have been diacuaaing wi th him. 

r ,Jr: Oh, no! No! I think that you are 
very mu error, because at no tioe have I any 
recorda or an7 reoolleotion that there waa to be an 
advance to a Central Bank by the Stabili£ation Fund 
tor an unsecured loan. 

Ur. Wellee: The loan, of course, -ould have 
to be secured. 

HU,Jr: At no time -- and I would like to 
ask the people, please this ie ter ribly important 
does anybody remember? Please be Just 1,~ careful. 

Dr. White: The first time it wae raised def­
initely -- or at leaet some ot us suspected that' s 
what they had in mind, but it was never oentioned un­
til one of the conferences and the moment it was men­
tioned I definitely stated and so reported in writing 
to you that no suoh request had been made, to my 
knowledge, by Dr. Aranha to the Secretary and that, 
therefore , we were in no pos i tion to even begin to 
diseuse any of the details and that until you had 
presented the matter to us, we could not discuss the 
proJect in conference. And then Dr. Dantaa said 
that he would take it up with Dr. Aranha at once. 
So that it is very clear in mY mind that in an7 confer­
ence that I was present or any statement that you msde 
that no request wae aade with respect to a 9tab111£a­
t1on loan, though I think 1t is pretty plain we sus­
pected t hey had something like t hat in their mind. 

KY,Jr: Before they arrived beret 

287 

Dr. White: We thought they would ask, because 
that would be proper. I mean that they would like to 
have it but after readi ng their initial memorandum 
then th~ suspicion definitely grew that they would ask · • 

Kr. Welles: Kay I interJect at t his point. 
I am not discueeing an uneeoured loan, nor do I see 
any intrinsic diff erence between the proJect that •• 
first discussed, which was a $20,000,000 oredi t which 
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has now been handled through the Export-Import Bank 
wh1oh you a.re personally in favor of handling through 
the Stabilization • • . •• 

H~.Jr: Was. No longer. 

Mr. Welles: Was. 

HM,J~ I have testified four times on the 
Hill sin n. 

~es 

Mr. Welles: That' s what we are now discussing. 

HK,Jr: Since I went to the President and the 
President said he did not want Stabilization Fund and 
I had in my envelope,and did not have an opportunity 
to draw it out, a Concurrent Resolution wh1oh I was 
going to ask Congress to pass before I would make that 
loan and wh1ch I sent you a copy of -- then we went 
over to see the President . The President said no. 
Since then I have testified three times before the 
House and one time before the Senate and I am more 
oonvincod than ever that I should not make a trans­
action of that kind to any country without getting 
specific authorization from Congress. 

Kr. Wellee: Well •••• 

HU.Jr: Now if I may finish. Up to the time 
that the President told me no and up t o the time that 
Fe1s recommended so definitely t hat he did not want 
it done that way, I was enthusiastic for doing it. 
Then the President, without even listening, l ike a 
snap of the finger, said, 'I don't want it done that 
way; I want it Export-Import,' einoe t hen we have-­
and actually I am guided and I t ake it he hae a good 
reason for not wanting it, but I did have and yo~ had, 
bef ore we went over there, a copy of a Concurrent Res­
olution. 

Since then we have t est1fiod and we find that 
certainly both i n my testimony and the questions that 
they asked me , that I could not possibly consider the 
t hing without getting specific authorization from 
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Congr eee, beoauae t hey don't want it -- not out ot 
the Stabilization Fund -- and I would have to go 
baok on everyt hing which I said. And aeide trom 
the taot that I am, frankly, oppoaed to even recom­
mending i t , I think that it the next day or t wo I 
recommended auoh a thing the ohanoea are they would 
not paea the Stabilization Fund legialation. It 
haa not been reported out at either Committee and 
I think the whole Stabilization Fund 1a more impart­
ant tor t he benefit ot all the people t han making 
one loan to one country. 

!low, again going baok to the original thing. 
lolr. Aranha was talking about $16,000,000 when he was 
here; talking about setting adde 16) at hie foreign 
exchange, and he was talking about eighteen months. 
Now, this thing comes along; no time l i mit; no 
method in eight at repayment, and no seour1ty. 

Kr. Welles: Well •••• 

HK Jr: It I am wrong on the whole thing, I 
would li~ be enlightened. 

Kr . Welles: I think on the whole thing you 
are wrong, because you have never aaked him what type 
at security was to be ottered. 

HK.Jr: I na'i'e never had a ohanca to. 

Mr. Walles: Wall it you don't atind IIY saying 
it , it 1 a not IIY fault . t he man i s hare tor the pur­
pose at talking to you. 

III&,Jr: He was brought o·ur bare Tburada7 
afternoon. Then these letters oama and I lost no 
time - - I think I called you SaturdaY night and said 
that the last paragraph, where it raters to money, I 
would like to leave it ott. 

lolr. Welln: 
long as the sUit waa 
t i oned 

I beg your pardon! Xou said aa 
oltittad. And I specif ically 110n-

KM,Jr: Ir you look on the photostat copy, 

209 
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whloh I wrote on in mJ own handwriting acrose the top 
1I suggest leawing the last paragraph ott.• ' 

Jlr, lfell~s: And I then spoke to you on the 
telephone and as ad was it all right to add one sentence 
rewiee and add, and you said it waa all right provided ' 
the sum was left out. That, of course, is Just a de­
tail. 

HK.Jr: It ' s Just a detail, but this thing ie 
very important •••••• 

Wr. Welles: It ie. 

HK,Jr: •••• to the Treasury and t o have this 
thlng, after three weeks, auddenly rushed at us, I don't 
thlnk ia fair to ue. 

Kr. Welles: 
question of rushing. 
your Treasury people 

Well, I muet admit 1t 1s not a 
Discussion t ook place here with 

over a period of some days. 

HK,Jr: The memorandum from Dr. Aranha was given 
to me noon luncheon, Wednesday or Thursday , last week, 
and that waa the first time that I knew that we were 
going to be brought back int o the aoene. And it was 
Thursday, at luncheon, you asked me whether I would again 
aee him. As tar asllmew, after Pe1a1 visit here, I 
took it tor granted we were out. Thursday I was brought 
back i nto the scene again. 

Ur. Welles: Well, the effort I want to make is 
try to tind aome way to relieve th1e situation. Ie 
there ao1111 way of doing it? 

HK,Jr: Not through the Stabilhation Fund. 

Wr . Wellu: I believe s ome way can be found. 

HK,Jr: Not through t he Stabilization Fund. 

Mf· We~ee: You mean to say you now oppose thfe 
idea, even wit the idea of a Concurrent Resolution o 
the Oongreu? 

HK.Jr: Without security? 
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Ur. 'elles: Obviously they would have to 
offer security. 

HY.Jr: Well, if he offers security we have 
got an arrangement with them, in force. ' 

Mr . Welles: This would have to be a special 
arrangement , ot course. 

HY.~r: What's the matter with the arrangement 
we have orce? 

Kr.Welles: What does that arrangement specif­
ically provide tor? 

Mr. Lochhead: It provides for purchase of 
m1lreis to supply them with dollar exchange with the 
oontraot for forward purchasing of m1lre1a secured by 
gold deposited here. Exactly the same type as the 
Chinese or Mexican arrangement that we made and des­
cribed in detail in our report. 

HU Jr: And whioh ws have explained to Congress 
and wh ich ~obody seemed to obJeot to. Nobody objected 
to our arrangement with either China or ~ex1co. 

Yr. Welles: Is it now possible to revise that 
letter in some way t o make it oleer that that can be 
done for this purpose? 

HW.Jr: I am willing to point out we have such 
an arrangement and would be glad to eee them make them­
selves available of the arrange~ent which was made in 
1937. 

Ur. Lochhead: The arrangement we made in 1937 
1e not a matter of public record, of course . 

HY ,Jr: But we referred to it in my testimony. 

Mr. Welles: It was made publ1o then in the 
testimony. 

Mr. LgOhhead: In our preea release we said we 
would make dollar exchange available to them. 
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~,Jr: But in my testimony I referred to 
the Braz an arrangement of 1937 which, tor reasons 
of their own , they have not made uae or. 

Mr. ~es: I have not been in 
don' t quite ~erstand it. It may be 
queetion. Just what is the proposal? 
money do they want . 

on this and 
a stupid 

How much 

Kr . Welles: I am not aure how much money 
they want . 'lb&t they want ia an agreement on the 
part of the Treasul'f Department here that 1t they 

192 

do create a Central Bank along the linea in the 
memorandum given to the Seoretaey of the Treasur,y, 
that they wlll have credit facilities in this countr7. 

In what amount! What is the 
indica Is it $20,000,000? 

Wr. Welles: They mention $50,000,000. 

Wr. Hanes : All to come from the Treaauey? 

Ur. Welles: I doubt if they require a07thing 
like that amount . 

Wr. Hanes: Wy understanding ie they would 
tlnanoe only a portion of it through the Bradlian 
Government and local interests and i ndividuals . 

Wr; Welles: Divided into three parte, 
BrazilianiGOvernment, local oapital and roughly a 
th ird of what is required probably by credit fa~ll­
ities here. 

IOf .Jr: This isn't a loan for them to buy 
locomotives up here. 

"- u- • No I understand that. Thle is .., .• .,..nee. , ~-t 

tor a Centriii Bank. That's what I am asking. wu .. 
is t he amount or credit that we are going to commit 
ourselves tor? I was trying t o get the over-all 
picture and if it's $16,000,000 or $20,000,~~~ itdon't 
seems t o me that we can work cut eome way, t that it 
think the Treasury ought to make any atatemen 
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will do anything i n the light of what Henry has 
said on the Hill four times - - not onoe, but 
four times -- that this Stabili~ation Fund has 
not been used at any time for any purpose except 
that epeo1f1cally stated 1n the Aot and i t does 
not speoif1oally state 1n the Aot that we have 
authority to grant loans or credit to sooe foreign 
nation tor the purpose or sett 1118 up a Central Bank. 
What we are really doing is buying atook in a 
Central Bank for another country. 

(Kr. Korgenthau left t he office for a few 
minutes at this point.) 

I don't know what the poliOJ would be, but 
it seems to me that if we were g oill8 to enter into 
euch an arrangement as that , we ought to go before 
t he Committees and tell them what we are teyill8 to 
do and whY, which is, in my opinion (I apeak for 
myself without talking to anybody elae) it's bad 
business for us to let this fallow go back without 
doing something for him. I tlt ink it 1 s very, very 
bnd business. 

~. Welles: I think it is not only tragic; 
I think He fatal. 

Kr. Hanes: It menns throwing Brn~il aside. 

Kr. Welles: That 's definitely a tact. 

llr. Hanes: And, in addition to that, we dis­
credit one of our beet friend• in Br~il, so I am op­
posed to either of those ooureea. 

l(r. Welles: I am very grateful to you for 
saying that, because I feel more strongly than I can 
aay. 

Mr. aanea : I feel we have not muoh chance 
in South America and 8r~1l is the onlY thing we 
have to tie to a nd i f we do a goof Job, n!y~w~~d 
some par t y , by word of mouth, aay ng , 

293 
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better go up tnere and do some oua~ne11 w1. th tnose 
boya', and lf we send n1m beok discredited wi tn n1e 
own country , we do n1m injury and ourselves. So I 
am ln favor or trying to work out some plan, out I 
would not be ln favor, in tne liKht or wnat I nave 
neard -- all tn1e testimonr, and I know tne temper or 
tnose boye up tnere and it a a political situation, 
Sumner: it'a a very delloate political situation and 
Henry na• made a perfectly fine statement oerore those 
Committees and tney a.re pleased with hle statement , I 
tn1nk. I nave not neard anyooc1y aay an,ttntng to tne 
contrary, and 1 tn1nk we are all rignt in so far ae 
tne Stabili~ation Fund ls concerned in getting it re­
newed. I tn1nk we will get a favorable report on lt 
but if we were go1ng to do anytulng like tn1s, I would 
be i n favor or going before a aub-oo=mlttee or tne 
Banki ng and Currency in tne Senate and tnia Coinage, 
Welgnta and Measures in tne Kouee, and just eaylng, 
•rtere are t he facta. We nave a ohanoe to trade with 
a f oreign country and it requires our putting forward 
oredit to them, maybe from the Stabilization Fund; 
maybe upon autnorization rrom the ~resident through 
some otner aouroe.• I don't know wnat our legal au­
tnority would be 1n tnat case, but if we went before 
tnat Committee with a good, sound oustneaa proposition, 
I tnink tney would give us clearance. I don't believe 
it would require a Jo1nt Resolution. I don't know. 
Tnat's something for the lawyers to determine. 

(At this point, tne Secretary returned. ) 

I was just saYing, Henry, I don't know anytn1ng 
about tne background; nave not been in on any dlacuesione; 
but I do reel tnia way: we nave in Aranna a fine friend. 
Tne German in•ereata in Brazil, in hie own oounty,for 
instance, ne naa 1,000,000 ~ermans. Tue ~erman preea 
decidedly are trying to discredit Aranna. If ne goes 
back there e mpty nanded, tney are going to tear Aranha 
apart and take away our beat friend, Brazil, and our beat 
friend in Soutn America, and I wish we could work out 
some way to do this on a businesslike basis and not be 
left holaing tne bag. 

HM J: so do I. But here we are, brought in 
at the l~ur and 59th minute. Export-Import Bank naa 

• 
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everyth ing that he oan put up. The Bondholdera et 
the reet and , ae tar aa I know, there 1en't anyt~ 
lett to g1ve the Treasury and we are lett holdl ~h 
bag. ng e 

Kr. Wellea : I am awfully eorry to take 1aaue 
with :rou, &it I do obJeot to ;your aay1ng ;rou are being 
brought 1n t he ll th hour and 59th minute. You were 
the t1rat person th1a was dieouaaed with . Central 
Bank haa not been d1aousaed with you or any other ot­
tioial in t he Treasury. 

Hll .Jr: And George Rarr1aon. 

Kr. Welles: This waa s tarted t hree weeks ago. 

HK,Jr: But there 1e • ••• 

Kr. Welles: I want you to be tair , beoauae I 
feel atrongly ••• 

HK.Jr: And I reel atrongl;r , ••• 

Kr. We~lea: But th1a has never been anywhere 
except in t he reaaury. 

Hll,Jr: I am sorry to ditter with you, but I 
f eel t hat after the man haa been here tive daye, the 
State Depart ment, who had th18 ll&tter 1n oharge, went 
on and, aa tar ae I knew, we were out. We had these 
people down here and the:y met with h1a and ever:rbodZ 
told h1a and h1a own man agreed that tb1a thing llhould 
be poetponed. And the next thing that I knew was 
when you aelted me to see t h1e fellow. And, ea tar 
aa I waa oonoer ned, I Just forgot 1t. I Juat wiped 
it ott t he elate. 

Kr. Wellea: Let me reml.nd 7~ that the re were 
three propoeale: ••• was axohanga oredit; the other 
waa the oo~~~~~eroial ored1t, and t he third waa the Central 
Bank propoeition. After your telk w1th the President, 
when I waa w1th you, that day the axohange ca ttc r waa 
handed oTer to t he ~rt-lllq)ort. The State Department 
had no more oonneot1on with that than you did. I had 

295 

Regraded Unclassified



-11-

never spoken to the Preeident about it before I went 
over wi th you. That waa entirely hie reaponaibil1ty. 
The Central Bank matter has alway a been 1n )'our banda. 
baa never bean d1aouaaed with anybody except your people 
in the Treasury. And I don't think 1t ia quire falr 
to aay lt is handed to you at the 11th ho~r. 

HM,Jr: The tact is &ranha was here constantly 
and when everything else is taken oare of -- t he Export­
Import Bank, the two things that t hey are going to do 
the foreign bondholders' t h ing-- and t hen that ' s all' 
taken care of, practically finished, you who are making 
his appointments aak me to see him Thursday. 

Kr. Wellea: I asked you t o see hlm on account 
of the difficUlty that had arisen and )'OU very courtsouel:r 
did so. 

llli.Jr: That'e )letween you and him, and that's 
the first notice that I had that we were going to be 
brought back into the picture. None of that makes any 
difference if I could see a qay to do the thing. 

llr. Welles: That' 8 all that I am asking. I am 
asking your help. 

HJJ.Jr: The will is still there and I had these 
people in and, I don't know the way I pu t it, but if I 
wrote Hanes a letter and se.y 1 I want to borrow $5 ,000 
f rom you to start a chioken plant on m)' farm1 and Hanes 
writeo back, 1Thanlta. I have got )'our letter and I 
will do everything that I can legally and properly to 
aaa1et you to organize a chloken plant on the farm• --
he does not mention an;J mone1· • I not knowing anything, 
a stranger , would say, "That 8 awfully nioe of Hanes. 
He goes to help out llorgenthau and give him $5,000 to 
start a chicken plant. • And knowing Aranha and knowing 
how sl18rt he ie I don't want to leave him by inference 
after repeated ~tatementa I have made on the Hill about 
foreir loans t hat he ia going to get something from me 
when don't think he ia. 

11r. ~nea: Kay I interrest t o ask another 
question.heard you 8ay soce t hing about American 
creditors here. Thoaa 1370 ,000 ,000 ot bonda. Going 
to start t he same d.ate of service on those t hings7 
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Hll.Jr: Xee. 'the first of Jul)'. 

Mr. Hanea: Ie that involved in the plant 

Mr. Wellee: Yea. That's an agreement between 
him and t he Protective Council . He it alread)' author­
ized to eay that on the first of July he will etart 
wi th a yearly payment of t9,500,000 on a three-year temp­
orary bae1a. They tried to get him uP t o tll,OOO, ooo 
or &11 ,500,000. 

HK.Jr; To i nterrupt you there Hanea and I 
are going to leave -- I gave you all t he papera laat 
night. I s there any way that you know --you have been 
with me on the Hill -- ia there any way the Treasury can 
do t o assist this and not fly in the face of what I have 
aaidT I would weloo:~e it. 

Dr. Whit e: Through Stabilization? 

HK.Jr: Thr ough anything in the Treasury. 
onybody see an out? I welcome it. 

Can 

Dr. White: Except possibly the Treasury could 
take the initiative, i f it so deemed appropriate, t o 
recommend to Congreaa that they consi der an extension 
of credit t o Brazil f or certain purpoeea, but it would 
not apply to the Treaeury any more tban it would to any 
other Department except in eo far ae you are advising 
them on the Central Bank. 

llli
1
Jr: Thie 1e what I am willing t o do H tbe 

State Department would approve and the President, I am 
willing to go t o Congreee and recommend that t so,ooo,ooo 
worth of our gold be earmarked and loaned to Brazil 
outright and left here, but that we make a $50,000,000 
loan of our gold which they oan borrow against here on 
certain terms of payment . 

Dr. White: That ' • the fo rm it ll1gh t take. 

Hli ,Jr: A.nd leave the Stab111zation P'und out. 
I don't want to touch it, but I am perfectlY wi lling 
1 don't know any better way to put our gold to use than 
to take •x• a mount, t 25,000,000 or $50,000,000, deposited 
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in tne Federal Reeerve tor their account and Bru1l 
tbe Bank ot Brazil, let them borrow against that .,;t 
take it right out and let it be Treaaury to Trea;ury· 
nothing to do w1 th Stabilization. That I am w1lllng 
to do it the President will say eo. 

Mr. Wellea: I can't ask more. 

HJ.I,Jr: But I am willing to recommend that to 
Congress as a etraight loan. 

Kr. Wellee: I think it's much the better way 
or handl1r~ it and the beet solution. 

H1l Jr: That is what I made monthe ago. A!td 
to saY to ~ongraae that this policy ie to apply to 
only this he~sphere. That I am willing to do. 

Mr. Welles: Not another thing in the world that 
I want. 

You are lunching with the President? 

Hll ,Jr: With a lot ot other people today. 

Ur . Wel~ee: Can't we staY after lunch with 
Aranha and the resident and talk this outT 

HJ.I,Jr: I would love it. Doee t his suit you? 

Ur. Welles: Nothing could suit me better. 

llli,Jr: I t ake the responsibility I share it 
w1 t h you, to bring this man here and, God., I •ant to 
help him. 

Dr. White: It's entirelY d1at1nct . It would 
not be a Treasury loan except the Treasury would provide 
the tunda. 

!Ill Jr: Straight Treasury to Treaeury. For in­
atance, ftff'mped i nto Ham Flab at the the~~ra . He ~~~0 

• 
my Congressman!' ' Hello, my constituent. 
'I Just want to tell you, on the South American thing, 
that' 

8 
t he one thing I think the ~niatration is right 

on.• 
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Mr. Lo~hhead: Tn1nlting in tema of one day 
I must eay tna i f Brazil wae oontent to borrow agatna~ 
tne gold in 19~7, i t still nolde good and if they bad 
to nave aometning for a day, we will provide dollar 
exo.w.nge against m1lre1e under tne 19~? arrangement. 

Yr. H&nea: Tba~1 s still in effeot t 

Mr. ~nnead: I say, we oan't forge~ ~nat if 
it ia a very t ficult situat i on and tne man naa to 
nave aometning •••• 

HM ,Jr: It is tner e and he now unders~anda it 
ror ~ne tlre~ time. 

Are you satiafiedt 

Mr. Hanes: Yea. 

Mr. Welles: Tnere is not anotner t ning in ~ne 
world ~hat he wants. 

Hll,Jr: You would support tba~'l 

l>!r. lie.nea: Xes , you bet your life. 
co any~ulng ~o ue.Lp ~ • .a~ ooun~r1• 

I would 

Ur. \Vellea: There is not another thing i n the 
.orlo 'nat he wants except assurance that you are pre­
pared, wi~h the President' e backing , to make tnat recomnen-
dat1on to Congress. 

Hlt .Jr: .1 .!!.!!! preparea. 

Dr. Wn1to: With the appropriate safeguards ac­
panying a loan. 

(At th1a point, Secretary Welle• left. Mr. Hanes 
alao left to go to b1e office f or some papers to take to 
the Hill. ) 

~ Lochhead: You are all right . 
that Ara would probably make a sta~emsnt 
Now you have 1t right up there. 

Mr. Hull said 
on llednesda)' • 
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!Ol,Jr: 'l'll1a llaa to come trom the Pree14tn,. 

l!r, Loollhead: .t.baolutelJ! 

r,Jr1 Some plaoe, 1t :YOU loolt baok OV&l'"a1X 
months, ea d I am 1n favor ot aalt.1ng 41reot gold loan e. 

)(r, Lochhead: For South Amer1oa. 

Kr• Folez: We have had leg1alat1on drafted tor 
a long time. 

llll,Jr: I d1dn 1 t baolt water w1 th l!r, Wellea. 

cOo-cOo 
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Washington, March 6, 1939. 

The Honoreb le 
Henry Morgenthau, Jr., 
Secretary of the Treasury, 
Washington, D. c. 

My dear Mr. Secretary: 

The Brazilian Government has decided to create 
a Central Reserve Bank vhich v111 have the functions of 
regulating the internal and external value of the ~il­
reis, and of controlling credit and the money market. 

The creation of a Central Reeerve Bank is de­
sirable first and foremost 1n order to coordinate under 
the direction of one competent Board of Directors all 
the functions and operations of a central bank - many of 
the elements of vhich already exist in one form or an­
other in the several departments or the Bank of Brazil 
and of the Brazil ian Treasury - so that that body may 
guide and carry out effectively the monetary and banking 
policy of Brazil. At the present time these functions, 
insofar as they exist, are carried on by the virtually 
uncoordinated Exchange and Rediscount Departments of the 
semi-official Bank of Brazil (the Collllll&rciel Depe.rtment 
handling fiscal agency operations) and the note issue 
section of the Treasury. 

In addition to this major objective of coordi­
nating the external and internal aspacte or monetary 
policy, there are e number of specific vays in which an 
efficient Central Reserve Bank may be or assistance in 
the development of the Brazilian economy, including: 
(1) it may regulate the issuance of notes, removing this 
function from the direct exigencies of public finance; 
(2) it may be instrumental in the establishment of en ef­
fective money market and in improving techniques for its 
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control, aa have bean tba raeantlT created Central Banks 
in other .American eountr1aa; (3) a a a oonaaquanea or 
(2) it maT facilitate tbe regular issuance or TraaaurT 
bills, notes, and bonds, and aid in the development or 
additional banking and credit aarvicaa for the financing 
or Brazilian induatrT and agriculture; and (4) it maT 
establish efficient metboda for collecting economic 
data naeaasarT tor tbe proper determination or external 
and internal monetarT policies. 

The draft organic lav for the proposed Central 
Raaarva Bank 1a outlined belov. The Minister of Finance 
or Brazil , during bla viait to tbe United States 1n 1937, 
explained the subject to tbe SeeratarT or the TreaaurT 
and American teebn1eiana, and be then bad tba opportunitT 
or dUcuaaing and elaritTing datalla tor the project. 

Tbe capital or tbe Bank aball be 60, 000 contos 
or raia, one-tblrd to be subscribed bT the Government, 
one- third bT banks operating 1n Brazil, and one-tblrd bT 
public subscription. The Bank aball be governed bT a 
Board or Directors consisting of a President and Vice­
President appointed bT the Government and additional di­
rectors elected bT the shareholders. 

Tbe principal activities of the Bank sball be: 

b. 

e. 

d . 

e. 

r. 

1'o issue notes 

To hold the monetarT reserve deposits 
of the banka or Br azil 

To bUT and sell, discount, and redia­
count billa of exchange 

To make advances guaranteed bT gold 
bullion, billa or exchange, or Federal 
aeeuritiaa. 

To buT and aall gold 

To bUT and aell foreign exchange 

• 
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g. To engage in open market operations 
in certain ~adoral securities as well 
as i n gold, exchange , and co~erciel 
bills 

h . To act a s riscal agent 

i. To act as clearing house. 

The Bank shell be required to maintain minimum 
reserves or 25 percent or the total or its outstanding 
notes and sight obligations. This reserve will be com­
posed ini tially or gold holdings, or balances abroad in 
tree currency, and or publi c debt certificates or tbe 
National Treasury. AS gold holdings are increased 
(such increase being ensured through purchases or gold 
produced within the country) the Bank will reduce by an 
equi valent amount the part constituted by bonds, 

The Treasury already possesses 30 tons or gold 
worth about $35,000,000, or, at prevailing exchange 
rates, about 13 percent or the currency in c irculation. 
Purchases or domestically produced gold may be estimated 
at an average or 8 tons annually; thus i t may be tore­
seen that within tive yeers the gold reserve will have 
attained 70 tons (about $80,000,000) or, in other words, 
more than 32 percent or tho present note circulation. 

Until the minimum reserves or the Bank can be 
constituted entirely in gold and axohanse and until the 
economic position or Brazil a ttains a definitely ~vor­
able level , the Central Reserve Bank will endeavor to 
eliminate unusual tluctuotions in the bel.ance or. inter ­
national payments and those arising rrom the· irregular 
timing or in- and out-payments by a policy or adapting 
the balance o r payments to normal exchange resources. 
To this end , in tho manner or a n exchange equalization 
tund the Bank will resort t o the aale or ~adoral secu-

' r ities i n the open market whenever it becomes necessary 
to prevent i nflows or capital trom having their tull 
ettect on tho domestic mone y market. In the opposite 
circumstances the Bank would r ind i t necessary to drew 
against available runds abroad, To this end a line or 

Regraded Unclassified



304 

- --
ore~it in American currenc:r, inten~e~ excluaivel:r tor 
thie purpoee, would be deeirable in order to enaure re­
lative atabilit7 in the value ot the milreia, within the 
polic7 ~eacribed. 

Believe me 

S1.ncerel:r ;roura, ) 

CPv~/JJ~-f 
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PAli.&.PIIRAU OF !IL~ UOIITD 

ftC*; .A.aerioaA lab&aay, II. to de J8Ae1ro • In ell 

DAti; Karch 11, 19S9 , 11 a,a, 

10.: ee 

Reference 1e Mde to •1 hlegru Jo, 8? of Jl.aroh '· 

I aa t old bJ the Director of lxohease that to4&J 

the usual weekl1 41atribut1on of excb&nse will not be 

IIA!lounce4 by the Bank of Brasil. 

!he following h oonf1dent1&11 

!here h ~mcert&1Dty on the part of the nnhUr of 

Finance o.nd the Bank of Brazil ae to the pl8!18 for freatns 

exoheage, Special conaidcation h n.ow be1q si•• to 

thia and other matters relating to the exoh8A&e a11uat1on. 

Aooar41ng to the Director, by next week a definite 4ech1cm 

II&J b e •de. In a.441t1on, the Director eaid that the 

sale of alq)ort billa to the Bank of Bra.a11 haa ooae to 

a. atandatill because of the UDoctainty •• to the OOTern­

aen11a fUture poliOJ with reprd to exo~~&n~e• 

You are requested to 1Dfora o~erce of the foresotng. 

soon:a. 

IA; Lft 
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W 0 i •..aln'--.GPW'.IIlSICWi -·-••• IWIOri 

llaroll 10, 1m 

., ciMr •• 8earetal7• 

I u oDOl.oailtc tor 7rtm- iat-Uoe a 
oow of a 1.ottc' rooobod tr.. Dr. a- Dunu 
1a wldcll M MW forlll 1a - detail tile _.. 
~ -••p o~ of tile,._ do 
llruU to -'-'iou ozpartara. 

ftlo 1\eM -u.....s will bo .... t.lloM 
Uqllidatod tllrOQib \» aacopt- ...Uta to 'llo 
aotahll•beolll.r Ulo ~ Juk. 

~~ 1"1ffr•• 
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Jlr, I UT&D Lea Pier-, Preeidomt. 
Tbe £xport-x.port Bank or ... hincton 
washington, D. c. 

"' dear llr. Pieraon a 

328 
Braall1aa~ 

luhiactoa, llorch 8, 19)9. 

I ba'fe tbe plMeure ot liating beloor tor 7our intor.ntion the princi­
pal Ato.erieiUI export1ng tirM which bold dollar excbup 1n BrasU, either 
through exehanp COI'Itracte or tiJrou&b the reapeett.e lepl depoaite 1n aUreia. 

Rio c!p h.ntin 

lletro ~ lll!l'er do Bruil. 
lntem&U.-1 Fila, S • .l. • • 
Fox P1la do 8raa1l, S • .l. • • 
Par._t P1la S • .l. • •• • 
Uni wrNl. Pictures do Braail 
lamer Br-ot..bera. • • • • • • 
F.IO Radle Pictures • • • • • 
O. A. ot Braa1l •• • • •• • 
Colu.bia Picture• do Braau. 

Texu Oil Co . • ••• 
Caloric Co. • • • • 
Standard Oil Co. • • • 
Atlutic Retln1ng Co. 

Cal..xu Reeiatzwlorea • • • • 
Inter.Ua.l lloneater 
Si.Dcer S..U. .. chiN Co. • • 
Coepanbta• .s.· Bl.ectz-ici.dade 
L1Dotipo do Bruil S. A. 
Incenol Bud. 

Sao Pglo 

Oe...-1 •tora . . . . . . 
Ford llet.r c..-111' · · • · 
Siapr SewiJ1C .. chlae Co. 
Ar-.ur • Co • •• • • • •• 
eooqeer tsre • llllbber eo. 
Al.S... ~ . .•. .• • • 

• 

• • 

• 72,000. 
),..460. 

100,000. 
72,000. 
6S, ?00. 
84,000. 
90,000. 
SS, l!OO. 

"*·~· 1, • 

1 .747,000. 
1.4~,671. 
1.197,000. 
440.~. 

4.789, 71. 
1)6,180. 
7'19,047. 
125,000. 
247,C)S9. 
120,))4. 
79,908. 

1. '501!1 421!. 
6.8CJ9. ?08. 

2.485,8411· 
1.)64,180. 

)00,000. 
188,491. 

90,000. 
2!·61.1· 

4z''9·111· 

Al.l$9·"P· 
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t . 

Rio dt Jwiro 

JUtO IW!lo Picture•. • 
lletro OohtorJ1I llqer 
Uni•eraal • • • 
1larner Brot.Mr• 
Fow rt.la. . . • 
Onit..d Art1et8 
Par..au.J'It • • • • 
Collllllbl8 Pictur.• 

Caloric Co •• • • 
St.An4ard 011 Co. 
Telll\8 Co. • •• 
Atlantic • ••• • 

• 

InterMtiOMJ. Jlllrnatlll' • 
Inpraoll Rand. • • • • • 
L1not1po do Brasil, S. A.. 
Sin«..- Sew1n& llacb1De Co. 

Sao Ptylo 

General~ . •• . 
Ford MDt.er Co. • • • 
Sinpr s..iJ1c llacldM 
~ ..... '· ••• Co. 

91er' Tgt.tJ. 

. . 

• • • 
• ·. 

• 

• 

• 16,000. 
)2,000 • 
11, 500. 
16, 800 • 
20, 000. 
11,200. 
11,000. 

9 .000. 
127, 500. 

104,000. 
588,000. 
)74,000 • 
1Q8.000. 

1.)74,000. 

100,000. 
2) ,000. 
17,000. 
25.000. 

)77, 571· 
374,000· 
95,000. 

qJ:M: 
1 2.m.011. 
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m,•••eat 

.t.MKIIB.t.IIT 

RIO Dl J.t.DIRO (BUilL) 

157. 

April 11, 19$9 

e P·•· 

330 

TDIIr 107, .April 9, 7 P·•·, &D4 109, April 10, noon. 

Oo.pariacm of the text of c!.ecll'a ... law • o. 1201 nth 

the draft deore ... law furniahed the Dapartaeot 'by .t.r&Dha, 

a oopy of which waa tran•itted t o the b'baaay w1111 

i natruotiOD •o. 307 of Karch 9 , 19!9, inc!.icatec!. three 

principal c!.ifferencee: 

1. The proportion of export drafh which 111Ud 'be 

sold to the Bank of Brasil at the offioial rate h&a 'been 

inoreaeed from t en to thirty per cent. 

2. ..t.rtiole 9 of Aranha'• draft , prohibiting the 

Ban1t of Brasil fro. -tntaining a 'bought poettton in ooa­

penaation currenoy, h&a 'beeo eltaiuted. 

s. ..t.rtiole ll of ..t.ranha'• draft regarding non­

c~eroial exohaqe tranaaottcna hae 'been elilllll&ted. 

It ia alao noted that t h e initial offi cial 'buying 

rde h&a 'been aet at u.eoo a1lreia, whereu it bad 'been 

the Departaent•a un4eratandtng that thU 'bU1inS rate would 

'be eeta'bliaJt.W tnttial~ at the a;oing rata, or 17.300 

ailre~•· 
oaa fOil tnfora tM ~t.-t whr theft obUC8• u•e 

b-

Regraded Unclassified



-a-

beeR aa4e, &D4 if i~ ie ~be iR~eD~ioR of tbe Brasilian 

QoTerun~ ~o d.noh ~be ad.d.1 UODal. twa~,. per ca~ of 

official exohmK• to e:ltterual d.ebt eerTice eD4 the 

traneter of earninga' In oonneotion with the latter, 

reference 1e •d.• ~o 8eo~1on 1 of tbe leiter of Aranha 

to the Secre~UJ of State, d.a~ed. lllaroh 8, 1939 , and t o 

331 

the ••orand.ua regard.ing t he interpretation of ArUcle 11 

of the d.ratt excbaAga d.eoree, &e rq&rde the transfer of 

earning• of inTeetaen~e i n Brazil of UDited Statea oitisae, 

which -• umeaitted. ~o JOU with inetrucUon •o. 307 of 

Karch 9 . 

Pleaee 1nfora the Dep&rtaent alec what buying and 

eel l 1ng ra~e• for ooapeneat1on marke ~· being maintained, 

wUh eepeoial reference to the underatandinga indicated. in 

the meaor&Dd- of FtbruUJ 17, 19!9, wbiob wae abo trane­

mitttd. wi~h tnatrucUon Wo. ;,)7 of Karch 9. llloreonr, 

pleaae tnfara ~he Deparunt regarding aOTt-h of the 

•tree• ~ and. "lUng rat" for doll&n . 

yoar tel~aa •o. 110, jtltt reoa1Tt4, reten onlJ t o 

the fire~ potnt ··~tfr, t~I1f 

UliOChiJO 

llf'O'I t I ,.~ ~ BULL (BF) 

,~,..,,c ·r .,.,., 
~ .. ~ • • fl 

_.... Jl' lr4"' ..... 111[ .. .d 

Regraded Unclassified



Secretary of State 

Washington 

112, April 11, 6 p.m. 

RIO Dl .J AU I.R:) 

D&te4 April 11, 1939 

Reo'd 8:05 p.111 • 

In oonvereation today wi th .lranha and with the Ex­

change Director of the Bank of Brazil both 1nfomed me 

that ae soon ae the acceptance credit• of $19,200,000 

agreed upon a t Washington are available, prompt action 

will be taken to olear up .American exchange arrears. In 

vi ew of this present cooperative attitude on the part of 

t he Brazil ian authorities, I think it would be well to 

make theee acceptance credits available to the Bank of 

Brazil Without fUrther delay. 

332 

I venture to suggest the imbaeiY be advised by tele­

graph u to when theee acceptance oredi te will be opened. 

800Tflll 

" .. 
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Sror~tary of Sta~c, 

Washington. 

... 

CIIAY 

111o ell JUlClro 

Dated Apl'11 a, 1~ 

Rco14 aa'e Po .. 

11~, April 12, l P• -. 

Dtpartml:nt1 a 57, April 11, 6 P• lllo 

333 

Suppl~tnt1~g Aranha 1 a atattmtnt in ~ 110, Apr~l 11, 

noon, tht D1rtoto•· ot Exohangt thia mornin:; intol'lll£4 Ill£ 

that it was round ntotaearJ to i ncrtoac tht proportion or tht 

Govtmmtnt 1 s slw.rt ot Exchange deriVEd tram export drafts 

from lo% to 3~~ btoauat it waa dtcidcd that 1~ waa in­

adtquatt baotd upon last ytar'• otfioiol r tmittancta which 

amounted to 9, 5,9,998 pOUDda o 'l'bia onount 1a rouF17 1~ 
of Bradl ' a total exports 1n 1830, which amounted to approx­

imately ~s,ooo,ooo. ~orcovcr it was dttmcd advisable to 

establish a rcasooablt rcacrvt t und tor govc~ntal 
purpoata . Tht Director 1ntorma In£ 1n oontidrnct ttu\t tbt 

Oonmmcnt cay allooatr part of the rcurvt tuDd tor rc­

lllittanot s of earning& and dividends. 

AlthouGh thE Bank ot arull bile not tS.SCd a Uait 

tor it. bOilOlt poa1t1oa on OOIIP&naction maru, thl Director 

1uiotwa JDC · that it 1a b1a 1ntcnt1on to •1nta1n thE poa1t1oa 
at 
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IEB 

2- #11:1 , Prom Rio d t JanEiro, 
Apr. l2, lp.m. 

334 

at a safE l EVEl for normal tradin3 operations wi t h GE~ny. 

With rEspect to the compensation mark situation thE DirEctor 

stlltES thllt t hE bank hsa now adoptEd thE following policy: 

ThE Bank of Brazil will maintain the monopoly and will 

allow Gt~n banks to purohaaE compensation marks only tor 

tht liquidation of their gwn collections and all trans­

actions ·.1111 !lt su!lj cot to tht control or thE Bank or 

Brazil . ?nc J1rcctor states that he has issued instructions 

to altcr t:~c quotet1ons on comptnsntion marks in accordance 

w1t!1 t hE fluctua tions of cxchanzc or intErnational accEpt­

ancE on t11E fret markct . Althou:;h thE Otrman banks art 

now quotina c sElling ratE or aix milrtis 11nd a buying 
. I • rate or tivc mil 500 rcis for compensation marks, the 

DirEctor statts that ht will talct sttpa at onct to bring 

thcst quotations into lint with t:l t policy outlintd aboVE. 

Tht DirEctor of Exchange is t ntirt:ly disposed to 

allocatE Exct.anct tor thE rEmittancE of dividtnds and 

tarniDGS whEn t hE exchangE position of tht bank permits. 

Tht DirEctor has callEd for a statEment of the actual 

amount of a rrears of Earnings and GividEnda now duE to 

AmErican cocpanits optrating in Brazil . At my sugg£ation 

i thE v--agEr of thE local 
thE Dirtotor will today rtct vc ~ subsidiary 
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3-#113, Prca Rio de JanEiro 
Apr. l2, lp.-. 

335 

eubeidiary or thE Am£riean and ForEign Power Ca.panr to 

dtaeues thtir txehangE problema. 

ThE Dirtctor atatte that thE Oovtrnm£nt dtcidEd upon 

an official bu7ing ratE or 16.500 milrde in ordtr to 

acquirE at thie loutr ratE EXchangE for official rtquirt• 

mtnts or tht GovErnnu:nt . It appEare to tru: Embaasr that 

an official sElling ratE for dollars baaEd 1n part upon 

the official buying ratE or 16 . 500 milrth 1s mort 

advantageous to AJ:>trican ExportErs than thE fonn£r ratE 

of 1,.300 milrtis . Por Example , today banks art sElling 

dollars in liquidation ot import billa at 18.500 lllilrtis 

ExclusivE or thE 5% tax. It thE official buying ratE WErE 

17. 300 thE sEllinG ratE in thE frEE mArkEt for dollars for 

paymtnt ot imports would bE ineruatd corrupondinglT• 

On thE da7 thE dEcrte law wtnt into efftct tirma 

offered Export dro.tts on th£ fri:E marltEt at 19 milrda and 

uadually rEduC.Uq/u~~a~~o!a to 18 milrth 7£sttrda7• 'l'ht 

m1lr£1a n~td t= lr~f!?anlta burtns 7~ or uport &-arta 

at rrom 18. 300 to i8.~~cia and banlta arc atlling. 
ttiJII-- ... : il t 18 420 

dollars tor thE J' t•dJ~r• d import bil~e at rca • ....... 
to 18. 500 milrtia txcluaivt ot thE 5% tax. 

SCOT'l'£1f 

CSB 
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Srorctary or State 

Washington 

114, April 14 . 11 a.m • 

ORAY 

lt1o de Jane ll'o 

tlllttd April 14• 1~9 

Rto 1d 1:40 Polio 

336 

• ra~:111an Ar6Entint rortign rxohal\3£ asr<clll£nt si3ntd 

yeattr:lay 1n t.utnos J<iAt. A rea• t.,e or the tcxt follow•: 

Article otu:. T'!l£ ArgentinE Jovcrn."'tn~ eaaurrs !>rn1.oue 

pcrmi ts for orne ial uchangc ror u:rchan::J at or Brazilian 

crlg1 n issuin~ thcm in such a manntr as not to ~rejudict 

national industry ancl th£ noroal dcvcloom<nt or oomntrce 

with otht r countr1 ca . 

ArticlE two. Exnort drarta or Argtntin£ ~roduota dtet1Dt 

to BraE11 will bt ncgoti ated in tb£ orricial cx-

ohall3e markct or Argmtina . 

ArticlE thrEE . ThE Qovcrnnent of BrasU aasuru pay-

ment or i nportationa rrom Argentina undEr th!: noat ra•or•blt 

conditions catabliabtd b)' thE Brecilian forti~ cxchangE 

rcgimt. 
, ArticlE tour . (full text). .;oth Oovcrnmtntl obligate 

thrlllltlvta to takt all Htnsurn 'llhioh may bt nccrseary to 

prevent thE normal dcvtlo')lu:nt or ,\rgenttnc Bruil1an oCII­

atror rrom be: nc dUturbtd ~ tht action or •1tasurn • uoh a• 
cX\)OI't 
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·~ -2- Rio de Janeiro Aoril 14 , 19~9 1:40 n. m. Hll4 

bounties or a~ othl:r type or compensation on aalu which 

arc equivalent to the artificial determination with the 

Brazilia n Government prieta or which in a gcntrnl 1110nntr im• 

ptd£ th£ treE mOVEmEnt of ·supply and dtl1Ulnd in prejudice to 

on£ or the other country. 

Articl£ f1 vc . This agrcocnmt will rcmnin in effect 

during thE pres ent c<'n·tcrsctio;os in connection w1 tb the con­

clusicn of defiri tivc trcr.ty of c omocrec of which it will 

form c. ?llrt. 

CSB 
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........ 

&10 Dl J.AIIIIIO (DfltJ,) 

Tov 112, lrpril 11, 6 , ... 

:hporl-IIIpor\ h* la prepent "' .a ....,._ 

coretUo ~le J"IIIP~ oa -tp\ cot .artMa " 

•.11-U• of \o\al _, $1,,200,000 ..-c o rol.al 

\oiiD wbiall oro \o ..,..._, .. \ul opon.Uou. Ia Wa 

cocouaouoa :bporl-lllport •• lllu- -.1\UI ~ \o 

111' . Pionoa1o h\\el' ef -.rail 16\ll to Dr. kUa D•\u 

10114 oa)lell'• cot -.rail 11 w •- .. •nell (la\o).&enl). 

1Jtea roMS.' cot ... ootrlNo u.. :~~pon-x..en leU wtu 

M\11)" U.. .,.., -l.al .....a • ...,.. wtU ta hft 

u.a.L\ !MlriAull7 'lllr a1naU \o \M ..... ~ .. 

h~ of ~· oro ••\u\iallT .. foU.WOI 

:a- 4o Braail to w ~ oa a.o~.e~~&-- 'louD w1 \Ilia 
.a--1 •• , .. -t· ..,.,..\4117 .u··--- w cot • \oMI' ... •- ~ 

u-. _ ... •s.IO' •iCIIM - lolT ........... GlflMl'O ... 

for !Ml.u-1 __ .. "'-. .,..UIM 'lllr * .,.,. .. .... 
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Ill • I! • f51, AprU 111, 19}9, S P•L, \o lito 4e ,J.,..iro 

Salol olrafh are to 'be a ooepteol b7 tho olr-0 0 aa4 tho,.._ 

attor 41oooute4 117 t.ha at tho ra\o of }.6!1 por -

proooe4o botec ~lol a\ ol1epooo1 of Banco do Braotl. Oao 

'-¥ pri or to aaturl\7 of aoooptaocoo Baaoo olo Br&Otl to 

p&J aot looo thaA l~ of faoo ... uat ta oaoh aa4 proooat 

o r oDOWol draft for balaaco for aecoptenco &Dol oltocaaDt. 

0.. olaJ boforo .. tutt7 of roaovol aecoptaaco Banco olo 

Braoll lo to P&J a fl>l'thor l~ or .. ro of ......,., at 

or1C1Dal olratt 1a caoh aaol proooat oaothor reaovol Uatt 

for bolaaco f or accoptaaco aaol 4locount, .&ll4 oo oa oxcopt 

that tho oaoh p&JMat at tw ot orronth roaovol ll \o bo 

not lou thaA r!1fr of .......,.t of or1ctno1 olraft, loartac 

aoiiWiinc no a-ntat1oa of paJMnto ~ for tho t1no1 

olraf\, !bv.o oll olratto would bo ltquiol&\04 la full vl thlD 

2 70aro. lo orictw uatt ~ bo proooa\04 for accoptoaco 

attor """" JO of thlo 71ar and ao roaovol uatt attn March 

}0, 191!1 , U boiJIC UD4erotoo4 and .,...ool that oll accoptaacoo ohaU 

bo rot1re4 oa or batoro JUDI }0, ~1. 

!'be proceed• ot t.h••• aceep\&Dee cre4.1 ta artJ • of 

couroo , to bo uoo4 117 tho Banco 4c Br&Oll oDl.J tor tho 

purpoooo ouoloacod ta tho oxahancOo of lottoro with 

UoiOO III.JO 1U 

Regraded Unclassified
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NO TELEGRAM SENT 

GRAY 

April 14, 1939 

9 p . r.:a. 

AIIE!tBASSY 

Rl 0 !>£ JANEnO (BRAZIL) 

59 . 

Your 113, April 12, 1 p . m. 

Rrfcrcnce is mede to the exchanGe arrangements mmtioned 

in Section l of tl'.<: lttter of Aranha to tht Secr r tary of 

State , dated March 8 , 1939, am described in more dr tail 

in the documents transmitted to thr Embassy with i nstruc ­

tion number 307 o f Harch 9 , 1939 . 

It is the Department 's posit1on that , while minor 

modifications wrrc of courSE expected, it was ant ic i pettd 

that no 1Jnportant changts would be made w1 thout prior dis­

cussion . The Dtpartrncnt is of the opinion that thr increase 

from ten to thirty pErcent in the pr opor tion of export 

drafts which must bE sold to the Bank of Brazil at the 

official rate ls of considrrabl£ importance . Ntvcr thr lc ss 

it feels that t he present situation i s acccntabl£ if thE 

increased yield is devoted orJ.narilY to external dtbt 

atrvicc and transfrr of car ni"3• • We reel t het the 
Brazilian 

•• _., .. 
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NC -2- Telegram sent to AIIEIIBASSY, RIO DE JAN<:IRO 
April 14, 1939 

Brazilian Oovrrmment should keep us tully and currently 

informed as to the disposition o t this ofticial cxchnngt , 

Rq;arding transactions in compensa tion currencies , 

341 

the Department assumes that the und ers to.ndings indicntrd 

in the memorandum of February 17, 1939, will be corricd out 

in substoncc , 

Concerning tht penultimate paragraph of the Embassy's 

telegram , the Dcpnrbnrnt , although it 1e not of thr 

opinion thot the point must be preaocd further , foils to 

e gret with the Em bossy 1 s crgum cnt , Since the sprrnd between 

the offioiel ond frEE buying r otu 1a not f1xtd, thE frrc 

r ete being n markEt r otc, it \lOUld be ex!)ected on purely 

theoretical grounds that if the official buying r otc 

wert 17 , 300 m1lrtis , the tree buying r otc would bt sl1!;htly 

lower thon 18. 300 to 18,400, end tht fret selling rctr 

corrcopondingly dccrrnsed . 

RA: EOC :MJC EA 

HULL 
(SW) 
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REB 

Seorttllry of s tate, 

Washington. 

llB, April 17, 4 P• m. 

Rio dt Janeiro 

Dated April 17, 1939 

RtG td 5:25 P• m. 

:! 42 

Tht Embassy brought tht DEpartment ' s SB, April 14, 

B P • m. to thE attention or the Direotol' or Exclun;;t of 

the Bank of Brazil this moming. ~'he Director stated 

th~t he has not ye t sttn Mr. Pierson ' 4 letter or ~rch 

lG to Sousa Da~tas nor eablecram or r&aroh 21 to the 

Bank of IJrazil . Ht statts he \1111 immedia tEly call for 

thE above \91 th a vit\9 to communion tin(! with thE Export- · 

Import Bank. (In thin connection, I suggtattd thE 

Export- Import Bank bt advisEd not to addrEss nny 

f llrt!lc r co=unications to Sow:n Do.ntaa ns the lntttr , 

although still connected with the Dnnk or Srnzil, has 

not ainoe his return to Rio been consulted at eny tic£ 

by thE Bank of Br azil or thE ~1n1otcr or FinancE rt­

sardin(l the matters discussed in \7nshington nor i s ht 

beinG connulttd regarding tht operation of thE nt\9 

exchange policy. ) Arsnha informo mt confidentially 
that 
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R£8 

2· #118, From Rio, Apr. l7, 4p.m. 

that on nccount of Souza Dantns • complete lack of 

hnrmony with t he l41nishr or Finane£ he must remo.in 

tor t h e time being at least entirely in the background. 

SCOTTEII 

NPL 

Regraded Unclassified



HR£ 

Srcrttary of statt 

Washington 

119, P,pr11 17, 5 p .m. 

GRAY 

RIO IlE JANEIRO 

DatEd April ~7 ! 1939 

R£c ' d 6<>04 p .m. 

j;, ..... .$::& '~ 
lkpw~' s 103, April 5 , 2 p .m. 

'l'bt Ban!< of Bt-azil eloacd cxebnngt today for 

mo.t·wit1~~ nnti daily quotas tor February 16, 

344 

A cl..reu:a!' issutd today by thE Ban!: ot Brazil 

authori .ztd o.n tncrE::ISE in thE oo~m~~crcial ba~s "bough~" 

posi t ion ln frzE Exchang£ from 05000 to $~0 , 000 daily. 

Author1z<:~t1on is now givEn tor the closl..~g ot future 

ExchangE for (A) mErchandisE o.lrtady 1mpo~ttd (stocks) , 

within thE limits tor da ily quoto.s now cstablishtd, and, 

(B) a maxi= of 2, 000 pounds (nlao daily) for rcm1tt­

ane£~ w1t~out dro.tts (optn accounts) , 

Colmll£r<?io.1 banks nrc pur<?hnsing 7~ of tXPort 

drafts o.t 18, 350 m1lrt1s to 18, 420 m1lrt1s And s~Uing 

frEE cxoho.ngc . for pnym£nt of tmport drafts as 18, 500 

m11rt1s to 18, 550 m1lrt1s. Th£ Bank of arazil has 

incr£ao£d th£ stlling rate tor oomptnso.tion mnrks trom 

6 milr£1S to 6, 100 milr£18 and .thE buying rat£ from 

5 . 500 m11r£1a to 5, 700 mtlr£18, In th1a connection tht 
Dlrcotor 
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HRE 2-1119 Prom Rio de Janeiro April 17, 5 p.m. 

DirEctor or ExchangE informs me in oonf'idtnct that 

th£ Bank of Brazil has effectEd a substantial 

reduction 1n its "bought" poai t1on so that today it 

amounts to only 3, 723, 226 compensation marks . 

SCOTTEN 

NPL 
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'- ARGENT I NA 

BRAZ IL 

WASHN -
• 

S I GNS EXCHANGE AGREEMENT WITH 

. . 
IWI( 19 1939 

AbO ARGE NT INA SIGNS AGREEMENT WITH BRAZIL 

WASHN - AN EXCHANGE AGRE EMENT EMBODYING 

MUTUA L CONCESSIONS HAS JUST BEEN SIGNED BY 

ARGENTINA AND BRAZIL ACCORDING TO A CABLE FROM 

~ AMERICAN EMBASSY AT RIO DE J ANEIRO MADE 

~PUBL I C BY DEPT OF COMMERCE 

~ UNDER AGREEMENT AR GENTINA GAVE ASSURANCE 

~THAT PRIOR PERMITS FOR OFFICIAL EX~ANGE 

MOST FAVORABLE TO IMPORTER WILL BE GRANTED FOR 

MERCHANDISE OF BRAZ ILIAN ORIG IN- THESE PERMITS 

WILL BE GRANTED I N SUCH A MANNER AS NOT TO PRE­

JUD I CE ARGENTINE NATIONAL INDUSTRY AND 

NORMA L DEVELOPMENT OF COMMERyE WITH OTHER 

COU NTR I ES 
BRAZIL COMMERCE DEPT REPORTED IN TURN GAVE 

AS SUR ANCE THAT IMPORTS FROM ARGENTINA WILL BE 

PA ID FOR UNDER MOST F AVORABLE CONDITIONS 

PERMITTED BY BRA Z IL IAN EXCHANGE CONTROL 

SYSTEM 

-o-
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::.47 
TELEGRAll SENT 

liB GRAY 

Apr11 20, 1939 

Al.IOIBASSY 

RIO DE JANEIRO (BRAZI L) 

65 

Your 119, April 17 , 5 P•m• and previ ous cor respondence, 

Refernc£ is mad e to poi nts 4, 5 and 6 of the coooran­

dum of February 17, 1939, regarding transacti ons i n com­

pEneation currmcits which was trans,.;. tttd to the Embassy 

wi th i nstructi on No, 307 , !!arch 91 1939, Tht Br azilian 

rcpresrntativ t s agr eed t hat the cr os s s el l ing rat E between 

the compensat i on mark and thE dollar should b t maintai ned 

at not gr eater t han 2 , 95 compensation marks to the dol lar , 

and further agrred in principle that an attcopt should be 

madE to retai n the EXisti ng sp~ead betwren the buying and 

selli ng rate of the compensat i on mark, rxclusi vr of t ax, 

of 8- l/3 per cent of the s elli ng rate , but stated i n the 

event that i t sccned advi s able they would wish to fttl 

freE to amend policy i n thE l attEr ma tter , discuss ing the 

sub j ect wi t h us . 

no t es t ha t tht pr esent cross ratr be­
ThE Departmmt 

tw eEn th£ f r et s elli ng r a te of 18, 500 m1l rt i s t o the 
dollar 
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liB /12- /165 , Apri l 20, 4 p ,m, to Rio dt Jantiro 

dollar and thr stlli ng ratt for comptnaa t i on marks of 

6, 106 m1lrt1s is 3 , 03 compEnsation marks t o thE dollar, 

The sprEad bEtwEEn thE BEll i ng rate of 6 ,100 milrEi s and 

tht buyi ng r at E of 5 , ?00 m1lrtis for comptnsat1on marks 

is 6 , 6 ptrctnt, 

Tht Dtpartmrnt assumts that the undtratand ings re­

garding transactions in compEnsation currtncita will bt 

carriEd out in substanct1 but placcs at thr discrtt1on of 

thc E'"bassy whtthrr or not to takt tl.r.at s;:tc1Hc points 

up with the MinistEr of ForEign Affairs . The Department 

notts with intErEst that thtrt has bern n substantial r E­

duction in thE Bank of Br uz11 1s bought posit ion 1n com-

pensati on marks , 

PlEaSE inform thE Department , but wi thout , howtvtr, 

bringing thE mattEr i n any way to the attEntion of thE 

Brazilian GovErnmEnt , whtthtr any progrtss is bEing madt 

towards thE establishment of a Central Rtstrvt Bank and 

whether thtrt art any i ndications t hat th< Brazil i an 

Governmrnt wil l requEst a lonn of gold auch as was tn­

viaagtd 1n tht r tcrnt arrang£mtnta . 

832, 5151/1363 

RA : EGC : MJC EA 

HULL 
(SW) ·' 

:!4E 

Regraded Unclassified



FaOII: American Embassy, Rio de Janeiro 

D&Ti: llay 4, noon, 1939 

llO.: 135 

Reference my 118, April 17, 4 p .m. 

I am informed by the Director of ~xohRnge that the 

~nk of Brazil has not yet received letters from the 

Continental Illinois Bank and from the First national 

.:;ank both of Chic~. and the Guaranty Trust Co:lpany of 

::ew York, confirming their part1Cillat1on in the 

19,200,000 dollar acceptance credit; also t~t the letter 

from the Ohemioa.l National &Ink of 1:ew York in t his re-

v ".l'd is not complete. The Chemical llationa.l &nk did not 

transmit the original and one copy of its agreement with 

the Bank of Brazil and the latter Bank will proceed to 

liquidate the american arrears when these letters are 

received here. 

I am assured by the Director that the bank will 

-oodi:fy the exchange policy to ?ermi t th~ o1)en1no of 

credits and the purchase of future exchano• · This ~ill 

breatly assist American exporters. 

0.'<'1 .: ' • " 

· ' ... t•¥ .. 
EA:DJi\' 
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PARAPJIR4Bi 07 'I'ELIG!Ull RIOUQD 

fROlt: Jaerioa.n illbe.a.y, Rio de Janei ro 

DATi: Kay 9, 1 p.m., 1939 

1!0.: 150 

li:xobange was oloaed today by the Bank of Brazil for 

daily quotae and maturities for February l ? and 18. 

I &m informed by the Director of boh&nge that he h&a 

deci ded to prooeed with plana for liquidating the arrears 

of .American firma, a.l. though be h&e not yet recoi ved the 

letter f rom the Continent al. Illinois Bank and a final de­

cisi on w1 th respect to the pertioipa.tion of the Guaranty 

Trust Oompaey . Should the Guaranty Truat Company conti nue 

to rejeot the proposal., be will either give their quota of 

t wo million dollars to a new bank or distribute it among 
' 

the banks a.l. rea4f included in tho group. However , be will 

consult the ixport-Impor t Bank before doing eo . 

The Bank of Brazil ' a ori gi nal. eetimat oe of American 

f irma totaled forty-seven million dollars, exoluai ve of 

earnings and di't'idellds. We pointed out that thie figure 

was too high and that probably i t included co~oroia.l. 

arrears of other oo~mtriea whiolr 1nvoioe meroband1ae i .n 

dollars to Bradl. The Bank of Brazil re-examined t he 

reoorda and ia oheoking with all the commercial banks 

operating in this country, at the li:mb&eey'a reques t . 

Ot 
•- erioan arrear• ' ae revised ' is now approxi-

The eati•te -
rd 

to make up the di fference 
mat ely tas,OOO,OOO · In ° er 
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between the aooeptuoe credit of tl9 ,300,000 and the fore­

going figure of tae,ooo,ooo, the Director of J:xob&Dge uat .. 

that the Bank will uae part of ita current oredih 1n London 

and !lew York 11'hioh u ount to 800,000 pounde ( aterl1Jl8) and 

•16,000 ,000, reapeotively. 

A letter outlining the procedure for the liquidation 

of .American arrear• will be eent by the Director to the 

Zxport-Iaport Bank on )(a:y 13. The Director Uatea that 

1 t it h ia intention to make a publio announoe=ent next 

week both i n Bradl and the tlll1ted Btatea with respect to 

the pay11111nt of .America arreare. 

Will you pleaae r epeat f iret paragraph to Commerce. 

OU'JI:RJ' 

I}) 

orlll Il l '( .•• 

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

, ..... 

-
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

OATil ea.r 9, 19:)9. 

TO J.:r. VIlli te 

PROM ~'r • Adler 

Subject • ~ted States 'frade llrive i n SoJ!!J!_~ (London 
Finnncial News, April 26, 1939) . 

S.=,ary or Article 

1. The aereomcnt rltb frazil (,;) introduces a O)"St ... of Optn subsi dies 
to k:erlcan exeorts , and (b) ..akes a Virtual ctrt of ,.UO cillions to 
f razi l in tile ! ono of a loan. The United Stetea :loverm:m~t ,. .. prepared 
to [ O 1111ch further, but the Brazilians were air ric! or a:or<~ •tree p .rts• . 

2. Thia •groco:cnt. =ks a break with the ole! J.ew Leal roreit;n policy, 
a return t o the ol ci "dollars diplO<>acy", one t he initiation of an Of­
,;ressive ponetr ntion and unification of Lat in Ar.ler ica . The ju~ttrica­
tion for this policy is sought in an exeeaerotion of t he extent and 
canser s of Corman co~~rcial and pol itical ag~~csaion in Latin Anerica. 

3, Thoro is much confusion as t o tho means ancl onds of this policy, 
:h., State Departmont thinks , in terms ot American "collect.i ve securi ty", 
another croup in terns of econ0!11ic penetration, and yot another in terms 
•olcly of milit ary expediency, which t hey use to just.lt,. subsidizins the 
t'rociuct ion of rubber in Brazil on<l t in in Pol1v1A. 

4. "ut because t he Unit ed Stetes cannot absorb tho r ,... l:l(.torlals C..,J'!OUG' 
purd.aoee in Latin A:erica, it is Wlllkel.y that the !'rnillan toj;Teer.ent 
~~11 have an ~ate successor. 

s. 'jreat Prit•it: will be the real sufffrer or ttoJ.e f l"' ressi•·e IJ:ericsn 

~· 
I n \oaehington it i s token f or grant ed t~.&t Oercw.y, It<ly ~ Japan 

11'1.11 au!for froo United States economic penetrat ion, but it 1a s eat 

llritain that will be han:led most. 

While llri ti•h trade will be threatened , oven 1110re important is the 

direct t hrent to • Jlri tish invest~r,ents. In /~/ii' ~t 
1 
~~~· ~b~:l~ n:Criean 

countrlee will be enabled to recain in d~ a 1u1:" arr aneecumt s will ulti­
"loney, (cr. Brazil aereement!o"::" ~~.·~.,;pletoly f orcotten . Secondly, 
r..ntely be reached, sterling n s to condone Lat in AJ;\crican I!X]lro-
the United Stateo J1JJJY find it neces sary is t he eater as t bere is 
pr1at1ons of foreign capital. This ~orin t l1o ·pr~ent Vnit ed States 
l i t tle S1mPJlthy for t he f oreign inves r · 
A!la!.niotrotion. 
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TO: 

DATJ:: 

PAIW'B!Will OJ' fil.IG!Wl BUT 

.&aerioan i:llbaeay, Rio de Janeiro 

May 10, 6 p.m., 1939 

l!O .: 80 

Your 150, May 9, 1 p.m. 

353 

The Banco de Brazil yeeterday received a telegram from 

the Export-Import Bank eaying that the Guaranty Trust Company 

has dec ided not to partioipate, and requesting that ita quota 

be distributed to the other banks , suggesting that a Cleveland 

bank be added to the group. 

The difference between the rev18ed estimate of American 

arrear& of $26 ,000 ,000 and the total of $13,944,000 furnished 

to Mr. Warren Lee Pierson by Dr. Souza Dantaa in hie letter 

of Uaroh 8 , 1939, has been noted by the Depart ment . A portion 

of t hie difference may possibly represent new arrears result­

ing from the i ncreased l&s in cloeing exchange for daily quotaa 

and maturities. ~ill you pleaae inform the Department to 

what extent , if lillY, this 18 the oaae, what other explanatione 

there me,y be for the di fference, and whether there has bem 

a oorreapollding increase over the laet t wo months or ao in 

the fore1gn dollar and eterling balances of the Bank· 

U:DJW 
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P4RAPBR&8K OF TKUOIWt RIOIIVKD 

i'Rlli : Amerloan lmbaasy, Rio de Janeiro 

DATi: K.ay 11, 5 p.m. , 1939 

NO.: 156 

-

Referenoe Department's telegram 80, Kay 10, 6 p.m. 

The quota of $2,000 ,000 originally allotted to the 

Guaranty Trust Company b&e been transferred to the National 

Oity Bank of Cleveland by the Bank of Brazil. 

I am infomed by the Direotor of Exchange that the 

difference between the revised estimate of American arrea.re 

of $36,000,000 and the total of $13,944,000 f\U'nished Ur. 

Warren Lee Pierson by Dr. Sousa Dantas in his letter of 

March 8, 1939, represents chiefly new arrears resulting 

f rom the inoreae~td lag in closing exchange for dailY quotas 

and maturities. In my opinion, Dr. Sousa Dantas 1 figures 

were too low. In order to ascertain the true amount of 

American commercial arrears, the Bank of Brazil is still 

checking the recorda of commercial banks. The Director 

of Exoba:ll8• is of the opinion that the final figures ~ 

be lower tban $26,000,000· 

The foreign sterling and dollar balances of the Bank 

have i nc r eased correspondingly over the last two months, 

chiefly because of the seasonal sale in free fore ign ex­

change of the sao paulo cotton crop. 

oAntRY 

---t 
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HRE 

secreta ry or stntt 

I 

, . .. 

1571 lin'S' 11, 6 p . m. 

... 

,, 
• 

GRAY 

RIO Il( JANEIRO 

Do.ttd MAy 11, 1939 

Rtc•d 6:04 p. m. 

Ao tht Dtpnrtmtnt is nwo.rt tht Btlnk or Bro.dl h:ls not 

gro.nt£d txchnngt tor n numbtr of ohipmtnts or mt:rcbnnd13E 

imported into Brnz1l beforE September, 1937, by firmS 

optrnting on opEn o.ccounts nnd do.ily quoto.c . ThE Embo:o:oy 

bos consto.ntly remindEd thE Bo.nk or Brnzil or the importonct 

or o.lloco.t ins this cxcho.ngt . Todo.y thE Bo.nk authori zed 

purcho.sts in thE f r EE mnrkct or exchAnge covering import­

ations clto.rtd through Bro.z111on cuatomhouats before 
. . 

Stpttmb~r , 1937, o.nd for which cxchnngc hns not yet bctn 

grnnttdo Innamuch o.s thESE trnnanctions nrc limitEd to 

f irmD optrnting on daily quoto.s o.nd optn o.ccounts, thE 

Bnnk bAS dEcidEd to incrEnSE thEir do.11Y quoto.s by 1000 

pounds cnch until thE firmS ' o.rrto.rs o.rc liquidated. 

Firms must present proor .ot nctunl importation end sole 

ot mtrohnndioE in srazil. 

Plto.GE i nform Dtpartmt:nt of Oamm£rCE • 

cAFFERY 

EKB:Nl'L 
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J'Rlll: .American imbaaay, Rio de Janeiro 

DATI:: 

NO.: 

llay 13, 1.3 noon, 1939 

159 

STRICTLY OOllFmli:NTIAL 

.· 

Tbia morning a promise waa aeoured from tbe Direotor 

of ltxobange by tbe imbaeey to give to the BraziliAn sub­

sidiary of the .Amerioan and foreign power group fif ty 

t housand dollars a week for dividenda and earninga. 

I am also informed by the Direotor tbat be bas au­

t horized t he payment of eigbty-tbree thousand dollars, 

for expenses inourred in 1937, to All America Cables. 

OAJ'Fitltl 

li J • t 

- . 
ltA:DJ11 

3SS 
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REB 

160, .O."J ~;;, l p , m, 

GRAY 

Rio dt Jo.n t1ro 

DatEd ~ny 13, 1939 

REc 1d 4 :21p. m, 

Dtp:u 't=.cn t ' s SO , !Jay 10, 6 p. o . 

ThE :<-.n!< o:: zczil todny too!! c t cps to 11qddatc 

Exchr :.c r.rrta :-s of Ar.!Ericnn r!.r~.s ;r,. .!'ot\tn rdinl! to t h t 

po.rtic1;-:t·~1nc; :,::nko into thE UnitEd Sto.tto nincty-dny 

s i•;ht c\ruf '•s corrEa:>onding to tnt crc41t nllottEd to cach 

bank, nmi a lt'•tEr outlinin3 thE procEdurE for l1quid::: ting 

th£ tll'l'ttlra . 'i~! £ chiEf points of t:u lEtter a rt sWllL><>rizcd 

ns follo·.t:; : 

'i"flt J\::lcrica:· bc:1ks :.ill conf i rm by ttltgr nph to thE 

Bc.nk of ·; r nzi! th£ :>ctual opEnin!; o~ t he credits on :!:ly 

22nd . k>-''1: o: ;:;r-:z~l will rElease tc t he prtsc in 3r:>Zil 

and t hE Unittd Statts t b £ following notice: "Tht Ba.nk or 

Brnz1l off:rs to liquid:::tE promptly all pE ndinG collEctions 

covtrinc; r:tc rch~.ndisE of Amtricnn or1cin for which mi lrEis 

havE bEE n dEpOo~.t td subj Ect , howEvEr , to a discount of 

!f t''c Amcrictln t xpor ttr dots 
six-ttnti:o of onE i.>Er cEnt , 

not vt1o:
1 

to t:ti!E adv::mt ngE of this offer thE Bnnk of Brazil 
will 

\ 
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RE B 

2- #i60, Prom Rio , Nny 13, 1 p .m. 

will liquidate said dEposits by sixt7 days c~ehongt 

contractu witl1out discount (intErEst ehargt) , ThE AmErican 

ExportErs who avail thEm3ElVES of thE offer of prompt 

liquidation or thEir collEctions art rtqucstcd to takE 

icmtdiatt OtEpS to iSSUE tht nECESSary i nstructions Of 

their reopcctivc collec t ing bonks, If aoid instruc tions 

:>.rE not recEiVEd by thE collecting l:mr.l<a "1th1n o pEriod 

of t·.•tnty d:>.ya 1'rom thE dotE of this announcement, thE 

Bon!• of Brm:1l r.1ll reservE tb£ riO:\t to l1qu1d:>.tt thEsE 

collEction~ b:i nEOll~ of sixty doys cxohon~t cont racto. • 

Althouch thE foregoing notl.c t refers only t o colltc- -

t1on3 (drafts) not coverEd by cxohuncc contracts, thE 

DirEctor of ExchangE infnrmo mE that o i~ilar trentmt nt 

will bE accordEd to thE deposita o; firma operating on 

doily quot~.s nnd open :>ccounts tor -;~l1ich contracts h:>VE 

not :ct been ~r:>nttd . 

on the s~E dotE the Bonk of 9rnzil will advisE holders 

of ExchnncE contrncts hErE th:>t it will liquidate the 

oontrocto by ai~Pt drnft on Amtr1cnn bonko subjEct , 

hovtEVtr , t o 
OorrEopondenct 3 .6~ pEr annum. 

intErESt chnrgE ,. 

of thE contr ncto (chiefly 1'1ms opcrot 1ne on 
Tht holcltrG 

) 111 h vE tcn days i n which 
open o.ooount and dnilY quoto w 3 t o 

Regraded Unclassified



REB 

3- #150, From Rio , kny 13, lp. m. 

to ncccpt or reject the offer. I! they reject it thty 

will recei vE cxchnncc upon m:>turity or the contracts . 

It 10 undcr: t ood that the Bllnk or <lr ::.zil 1~ill liquidate 

orrc::.rs on the b~o1s of thE cxchnn!;E rnte nnd the cxch:mgc 

t:u in crfcct <'-1: t~1c tmc of th E dtpoo1t of thE milrdo. 

B:mlc or nr:-.z1l o.tatEs dEfinitEly thot it cu:.t 1cpose 

~n 1~tercot e~a1~t correspondence 3. 6 per ~nnum. Tht 

Direr t or :to. t eo t!l::~t ~lthough the !leeeptn,ce credits uill 

cos t B:lnlt or B>•:>.zil 4 . 86;: over o. period or two yenrs i t 

is HilJ.inc; to restrict thE ehar 3E to the has13 of 3.6~ 

pe r annlll:l J:or ull A:l~criean arrt!lrs . 

ThE Dircctor ato.tEs that the inttrEot chnrcc •1ill not 

apply to thE dr a fts of Amtrie!ln co~p~nica under ~1000 for 

which no Exc~nce contr::~cts h!lvt been s r nnt Ed but hE doEs 

!'lOt 11ent to d~:;elosc this info~tto-.; . I repeat th~t thE 

pl nn ~cfcrs only to Accrie~n nrtenra. 

PlcnoE inform Dcpnrtccnt ot C~rcc . 

CA="'i''£RY 0 ] 'I I ; :! 1 P. 

NPL ,. 
i f I' ,.. , 

,, . 
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REB 

ALIEMB.I\£SY 

TELEGIWI SEll? 

GRAY 

t.!ny , 17 l 1939 

6 P• m. 

ili O D£ JAI:toinO { BRAZIL) 

ac 

-

3€0 

• 

f 1r..lnc1nl col .J"t":l i n !lew ~ork Jourr.a" of "ot:ncrcc, 

~n:r li . rt,J?rts ·:ha t :>r a zil is ~.<;>tct;1 t ~ 11~t >n J •>."lt 30 

a pro?~oal to AmErican bondholdt l s (only) ~~ftring tht 

follo.tl.nC ~oms subject t o tht q unl ifl cat ,:'1 thnt paymtnt s 

w~.11 r t quir c t h t possibil ity of trnl'~ftrrl.nz funds ac r O:J3 

t'ne txchanct: PaymE n t s will b£ i n t hrtt c\nssts : (l ) Oovtrn· 

mt n t bo!:<'. s ttnd s ao Paul o cof fEE l oan 3 pt rcwt ; (2) stnt t 

bonds 2 1/2 pcrctnt ; ( 3 ) municipa l bonds i n two classEs, . . 
the u"'~pt r rtctivi n;>; 2 p tretn t an:! th~ lowtr l l/2 percent . 

\::l!t JOU 0.3C~rtain any baa1!l ! Oi' t.~t story? 

EA :FL :EB 

HULL 
(!;?' ) 
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TO 

TREASURY DEPARTMENT 

INT£R OFI'ICE COMMUNICATION 

Secretary Morsontbau 

t.tr. Foley 

For your lntormotion 

OATil 

An aporter brought &n action in the Hew York Stete SuorOlle 
Court t o require the Fedcrel Reservo Bank or lfcw York to ce;ti!Y 

.. 

a different rate of exchange for the Bre:Ulan llilroio so that the 
l.loportu ' • c:uatou duties od«bt be reduced . Mr. Juetico Roseman 
41sllisaed t be action aql.ns that a Stete court baa no juri..U.ction 
to coiiPOl a Federal instru:>entelit;J to pertora a Federel function . 
:;. cooperated with the counsel for tbe l'ederel a ... .,.... S..nl< an4 
the 11nited States a t torney in tl>1a ooae . 

/.J.t.f-1· 
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EMBASSY OF THE 

UNITm STATES OF AMERICA 

Rio de Janeiro, May 22, 1939. 

My dear t~r. Secretary: 

Aranha told me the o•her day that, owing to his 
ill ness and forced absence from Rio, he had not yet 
gone ahead with the Central Bnnk buaines@. I shall 
let you know aa aoon as anything in that oonqeetion 
develope. 

For simi lar reasons , nothing haa 
in regard to the com~eroial credi ta. 
know aa aoon aa anything develope. 

yet been done 
I shAll let you 

The exchange operation, a a you of course know, 
is going ahead sat1sfaotor1ly. 

Aranha tells me it 1s still his intention to 
resume payments on the dollar bond indeb tedness 1n 
some form on Jul y let, next . 

Agai n assuring you of my appr eciation of your 
cooperation and unders t anding durinR our recent 
Washington negotlationa, and with all good wishes , 

The 

Very e noerely yours 

Honorable 
Henry Morgenthau, Jr., 

Secretar y of the Treasury, 
Washington, D.C. 

1011 I D 
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PS 

StorEtary of Stat£, 

Washington. 

192, JunE 151 noon. 

GRAY 

Rio dE JanEiro 

DatEd JunE 151 1939 

RiG id lltlO a .m. 

364 

With a viEW to giving the EXGhangE markEt grEater 

stability and avoiding sharp t luGtuat1ona at thE open­

ing ot thE markEt thE Bank or Bru11 today authorizEd 

banks to maintain a "bou£ht" position or a maxilll\llll of 

$50
1
000 in frEE txcbnngt as Gompartd to $19,000 prEviously. 

Furtb£rmorE thE Bank of Brazil incrEasEd its r ediscount 

rat£ from 6 to 7%, this bEing dtsi6nEd to strEngthEn tht 

m1lrtiso 

CSB 

ThE milrtis of thE frEE markEt ie slightly firmer . 

Plus£ inform DtpartmEnt of Cooacrc•• 

03VI3:J311 

PF"!f a I ,.,.,_ 

IUMIU'I)(I V';U'.,II 
<",.,~ ')1111 .. -u.-w.> 

flt._"t",;n: . • " Jt:-::..J ~·-: 

CAFFERY 
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TREASURY DEPARTMENT 

INTER OFl'ICIE COMMUNICATlON 

.· 

DAft JUDe 2J 1 1939 

~ llorr•atbau 

Jo .. !*> P. Cotton, Jr. 

For 7our ini'onoat1on - Re r Bro.sU 

JIMrd tbio IIOrl>in& that State Depert.,.nt. on buio or 

recent ca.bleo , expecto Bru1l. wUl lll.b a •tupor&r7 pq~~ento, 

UClWit thereof DOt kaorrn, on debts .Tul¥ l . 

365 
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Secretary of Stat e 

Waeh1ngton 

l ( ' 

Rio de Janeiro 

Dated June 30, 193'a 

One . The 30~ of u ohqe acquired by the Bank of 

Brazil a t tbe official rat e 1e eat111&ted to be 

: €6 

a qui•alent to abOut $75,000,000 annually, and h s,ooo,ooo 
baa already bean so acquired. Tbe balance of the l atter 

figure at present UDexpended 1a $2,373 ,000. All the 

currently eet1aated annual official exchange requ1re~ente 

of tbe governaent (bbaaey'e telegram 113 , April 12) me.y 

be covered by about tso .ooo,ooo. Tbe Bank of Brazil will 

uae tbe balanoe ae a working fund. Tlwl off1c1al exchange 

requ1.ra1M11t&. of t be ga\'arnaent ha•e bean e.varaging aboot 

t so ,000 ,000 annuallY a1nca the new u obanga ragiM bege.n 

e.nd tba balaDDe hae per111.1 tted the Sank of Brazil to check 

a harp breall:• 1n .axcbanga rata a w1 thout entering the aa.rtet 

ae thll 1argaat buyer. The bank &leo dran on the balan08 

to pay quota• of t 3SO ,OOO dailY (Z.bauy• • deep&tcb 

no. 1396, June 38) when expedient • 

• U though earning and 1nt e rut t rsnefare e.ra not 

regularly •de the bank b&• granted exobange for earning• 
and 
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It aD4 a4a1n11trat1'fe expena .. in axoepttmal ca~ea. 

granh natly quotaa 1n aoae inatmce a and when the 

u ounte are aaall it ••11• exchange for the entire 

amount (labaaay• a deepatoh no. 1155, April 39 and 

t elegram 159, Kay 13). Tbeae reai ttanoea are not made 

fr0111 the ~ fund of official exchange but through tbe 

apao1al free axcbllllga aartet. Tbe aelllng rate on the 

apao1al free aartet h now 21 aU 850 rela plue a tax 

of 1~. Pri'f&ta traneaotiona ban bean aanct1onad by 

the Bank of Bradl pro'fided the foreign n ohange offered 

repreaenta new capi tal for innataeot in Brazil. The bant 

reoeina ~ of the exchange in auoh ouu at the official 

rate and i111p0811e a rellll ttanoe tax of 1~. Such trana­

a ot1one have been consummated recently at rataa 

approxtma t1ng 25 mUral a' for the 7~. I aa inforOII d in 

oonf1denoe by the Director of lxobanga that tllll present 

tax of 1~ on tbe epaoial free aarte t rlll ahortly be 

reduced to ~. alao that co-roial banta rlll be peralttad 

to buy paraonal cbecta not in exoeaa of t 500 each at tbe 

buying rate on the epao1al free aartet . Bootleg opera-

tiona wlll thue tend to be reatrioted. The co..,.ro1al 

arraare of oountriea ctbe r than the tlnl.ted Btatea and 

oaramy for which axobanga 

by the Director to uoont to 15,533,840. 

baa not been oloaed are ata t ad 

Hie intention 
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U 'o expedUe 'be Uqllid&Uon of \beN urun md when 

aoooaapl1ebed 'o 1n&uj!Uraw a plm of regular reattteaoea 

of earnings llld dhidenda. Ourrent negotiation• w1 th ~e 

Bclk of Brazil for unfrening agreeaentt aiailar , 0 ~e 

Ame r ioan agree~~~~tntB bave rnulted in delay in tbe Uquid&.­

tion of tbe ae arrear a. 

Two. .bllrioan ooameroi&l ureara bave been cleared 

up &l'bough eome of tbe dr.afte are aUll en route to tbe 

Ulllted S'atea. .Americana are reoei•1ng oo-eroial par-nt 

on a current b&818. I &II i .nfomed by the Director tbat 

i t will be about fifteen d&ye before a detailed atateaent 

of the aettl811lent of American arrears ae 4eaoribe4 in the 

aeoond paragraph of your telegram will be available, 

because of tbe delay in receipt of information from bankl 

:sa 

in remote parte of the country (Emba••Y'• despatch no. 1339, 

June 3,md 1346, June 5). 

Tbrae. Tbe Bank of Brazil'• 1 bougb'' position in 

ooaapanaauon aarta amounted to 3,400,000 cOOIJ)&neatton 

aarke on J\IMI 1. Qermm firm• pur obaaed approxt•telY 

36,000 aetrio tone of sio Paulo cotton during June with 

the re•ult that the •bought' poettton on June 39 reaot.d 

liS, 985,468 
0

oapeneat1on marb (lab&aly1 
1 telegram 189 • 

June 13 and c~eepatoh •o. 1359, June 13). I am informed 
by 

Regraded Unclassified



J 

369 

by till D1reotor tbat till oottca will be uporw4 1a nola 

a way aa to allow 1be Uol'tet to abeorb tbe oo.peuauoa 

.. l'kl &114 to ndl:aoe 111e b&llk• • 1'18lt. 

OArnRT 

I : ' j 
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BC 

Sccrctnry or Stntc , 

Wnohi ngton. 

210 Jul~ 4 , ll n. m. 

Ol'Cl~ 

Ri o de Jnn1eor 

Dnted Jul~ 4 1939 

Received 11:15 AM 

Reference ny tElegrQ£1 llo 204 June 30, 3 p.n. 

A decree promulgated Jul~ 3 reduces t~ tnx on 

exchange remittcnceo ror payment ot other than import bills 

from 10 to 5 percent. cHcreaftcr all rcnittnncts wil l be 

oubjtct to ll uniform tax of 5 percent: 

EDA NPL 

.. 
' .. 

.. ' ., 

'• 

CAFFERY 
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J'JIOIII .ber1oan labaee7 
B1o de Janeiro, Bre.r.U 

Jul7 29 o 1938 1 DOOn 

1130 

.• 

A oop7 of a atr1otly conf14ent1al olroular to be 

opened on Allguat 10 eent under iQl to asenolee of the 

JI&Dk of Braz.U. bae been fllrnlabad me b7 tJu P1reotor 

of hohaDa• of that bank. !he olroular 1Dtol'IU the 

bank aseno1ea that the Ger.an ooapeneauon aam 1l11l. 

be oroue4 with the dollar etfeotln quat 10. It la 

atated that 1t w1U approx1•te three polnt th1r t 7 

three ooDipeneatlon urka to the dollar although the 

oroeo rate has not been 4ef1n1ta17 eetabl1ahe4. FQQr 

bundred and f1ft7 re1a or 7.38 percent will be fixed 

aa the apread betnen t he bu71D6 and alll1Dg rates tor 

OOIIIp&n&&tlon .z1t. A report b7 a1N&U will contaill 

the text of the o1rou1&r. 

- -,1 -· 

8tat1et1ce juat rel.ean4 b7 the Bra&111an Qo..ermaent 

abo• that the tavorab1e trade bal.&nO& froa J&DD&J'7 to 

JlaT 1no1ue1ve amounted to t e,5811,678 at OOIIIPa1'8d with an 

unfavorable balance ot dol.larl tU, 607,186 1n the correapollfo-

1D6 
110

nthe of 1838. laporte tro• the tJn1te4 Bta\ee 1D 

the nrat five aontha of thU Je&r a~~ounte4 to t31,6S0,66l 
ae 
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.. IICAiU~ ta,~, 756 fOJ' llipoll'\t tr. Qe~. !'mee 

etat.18t.1ee an M.ee4 apoa the o.,.aeauoa aart: nlue 

of iapoll't.e troa CleNUJ wt...,. or the re1oha&1'k •all&• 
a1 ll'epoll't.e4 1a the ott1o1&l etat.ht.1oe or the gonl'llaeDt.. 

OUJ'I:Rr 

~1 1'1, ,, 
• I f/ 

I . •' , .• • ~ 
o ~ I t ~tt~l 

~,,...._ .. ,"". :. 
.._ .. ,., ., 
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CJ 

Stcrt~~ry of Stat~, 

Washington. 

261, Auguat 22, 4 p. m. 

\ .· 
373 

OIU.Y 

RIO DE J.UEIRO 

pa ted .lllg\111 t 22. 19:59 

RIGid :5144 P o"'o 

lly 1:55, llay 4, noon last paragre.ph. 

A c1roular of th£ Bank ot Bre.z11 mad< public tod~~;J 

permits banking EstablishmEnts to opEn crEdits abroad 

tor th£ importation of mcrohandl..:Jc , howEvEr, thE txchll1'161t 

will not bE closEd until th£ w;rohllndi st is diapntch£d 

through customhousE& in Brazil nnd th£ documEnts appr?vtd 

by t h£ F1scol1zot1on Dcnnrtmtnt ot th£ Bonk ot Brazil. 

CAPFERY 

NPL:EllB 
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NC 

SecrEtary of StntE 

Washington 

269, August 28, 4 p, m, 

.· 
274 

RIO DE JANEIRO 

Dated Aucrust 28, 1939 

Reo 1d 3 :05 p, m, 

Owing to thE EuropEan situation the 3ank of Brazil 

ia restricting tht purchase of txchcngt to doll~r Export 

billG. Th t bank is stlling dollnr uc!.~n , -: ::>t 1'> z:UrEis 

950 for dollcr collections rtctivtd bJ it .nd for doily 

quotas • Firms applying for other cxch".n(;E "or thE liquidati or 

of impor t bi l ls nrE rtqutstEd to deposit ,n•.lrEls at tht 

r a tES in Effect on August 24 or purch:w t f::om othEr bnnks at 

prevaili ng r a tEs , 

OthEr oanks nt'E rEstricting purc b...OC3 ;;o c.ctual rco.uirt­

ments . ThEY art paying 19 milr eis 950 to 20 milrcis for 

export oills ::.nd stlling dollar txch~~t ~o~ thtir own 

collecti ons a t anproximntcly 20 ~ilrc1s 150, 

Tht DirEctor of Exchange informs mt th~t tht bank ' s 

pos i t i on in pound is just about equa l to the current unpaid 

obl i ga t ions in pound , Also th~t tht bank 1s position in 

German compensation m~rks i s approximatEly 71 400, 000 compen­

sati on mnrks c.nd that in thE evtnt of "'"r thE bank could 

l i qui datE this positi on without loss . 
CAF?OlY 
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