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Secretary of State, DIVisi~
SHON -
liagshington.
- GUB‘M,F.M,-;,;....-- .
2316, Twenty-sixthe VA Pragmn: '8

Because of plane delay, Brazilian dElsgation to
lMonetary Conference left Rio 6 a.m. June 26 and will
take plane for Viagshington leaving Miaml 9 a.m. June 29.

Please arrangkE necessary reservations on special
train and at Hotel Bretton Woods for Ivan Vhite who

is accompanying Brazilian delegation.

C.FFERY

VITD
F.TH




AIRGRAN
t Rio de Janeiro
& s. June 26, 19
i June 30 pem.

..Ql'.‘llr] of State,
V¥ashington, 9.0,

A=1189, June 26, 1944, 103145 a.m.

Pr. Arthur de Souza Costa, Minister of Finance snd Chief of the Brasilisn
delegation to the Monetsry Oonferemce, left todsy for the United States,
slloving for three weeks at the Uonference and two weeks detween Vashiagton
and New York. He will call upon the Secretary aud Under Secretary and will
probably reguest an appointment vith Fresident Roosevelt. '

During the wekk preceding his departure for the United States, the
Minister conferred with Presideont Vargas end his cabinet colleagues on
matters to de diccussed with the suthorities in Washington following the
Nonetary Uonfereace. As for the Oonferemce, he has been instructed to take
parallel action with the United States delegation vhenever possible and
practical.

Souszs Costa has informed my Bsomomic Counselor that President Vargas has
instructed him to take up with the Department and authorities indisated by
the Department the following matters: i

1. UNRRA.- Bragil's participstion in UNRRA, including textiles, coffes,
_cocos, cotton, ste. The Minister will point out that to facilitate the in-
oreased production of these commodities, Brasil will need tional guantities
“9"4’;.1 oil, trucks and tractors. (Esbassy's despatch No. 16530 of June 32,

1 .

2. Procurement of fuel oil, trucks snd tractors for the expansion of
production of agricultural commodities in the State of Rio de Janeliro, Sme
Paulo and Rio Grande do Sul. The tractors would be purchased and imported
by the Carteiva Agricols e Industrial of the Bank of Brasil for distribution
smong farmers.

The Minister is taking wAth him to the United States a new agricul tural
development program. President Vargss has instructed hin to discuss the
plan with the Brazilian Ninister of Agriculture presently ia the United
States and later with the suthorities of our Goveranment.

3. Contrects with shipbuilling yards for the comstruction of twenty Ca3
vesvels for the Lloyd Brasileiro (Embassy's 1648, May 4, 1 p.m., and
Department's 1564, May 19, midnight). ' _ -

4. Petroleum leglslation. The Minister stated that President Vargas has
authorized hinm to exchsnge views with our Government aad private companies
regarding plans for the development of Brasil's petroleum resources, ex-
cept the Bahia ares, which will be reserved by the Govermmeat. The Minister
added that President Vargas is prepared to promulgate legisiation to make
1t possidle for private compsnies to operate here and that he has suthority
to receive proposals from private interests in the United States bdased, however,
on some form of collaboration with private Brasilian iaterests.

The petroleum policy of the Brasilisns ﬁt_ mmwy discussed at
recent meetings attended dy cabinet officers, including the Ninisters of Foreiga




e,

Affaire and Pinance and the President of the National Fetroleum Coumeil. ;
1% was finally agreed that the present policy with respect %o the development
of petroleun resources and operation of refimeries was too restrictive and
that in the interests of the econowy and defense of the country legislation
should be adopted to permit end encourage experienced foreign companies %o
engsge in the petroleum industry here. Sousa Gosta stated that the President
of the Nationsl Petroleum Council has at lesst agreed to the change in poliey,
and stated that "he 18 100 per cent in favor of a mew and 1ideral petroleum
poliey”. o
AT

1 today informing the resident representatives of the three Americam
petroleum compenies established here, namely, the Standard O1) Company of
New Jorsay the Texss Company and the Atlantic Refining Company that the
Minister will be prepared to receive aad study say proposals their parent
compenies in the United States may wish %o submit to him.

In view of the importance of the conversations $o take place in Washington,
1 suggested in my Alrgram No. 1193, June 26, 12 noon, that the Department
instruct Nr. Roderic Crandall, Petroleum Attache to the Embassy, %o proceed
to Washington for consultation. I believe that it would be very helpful %o
the Department =ad to Sousa Costa to have Mr, Crandall present at the mest-
inge. ' / :

5. BSouss Costa may discuss vith the Department and the Treasury Department
the srestion of & Oentral Bank in Brasil. He recently informed the Bubassy

that he intended to proceed with the organization of the bank after the
Monetary Conference. :

WIDIKF

o

Distributed tot Secretary (Mr.Bernstein);Mr. D.V. Bell(Mr.Dietrich);
Mr. White (Mr.Glasser<Orig.); Mr. Bernstein; Mr. Glasser.

From Mrs. Fontaine - Hoom 225
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paraphrased before being Dated June 22, 1944
coomunicated to anyone
other than a Government Rec'd 8:10 p.lae

Lgency. (RESTRICTED)

Secretary of State,

Washington. A
MNVISION OF

3 A4 18
s - -

2287, June 22, 7 Dene! ‘N

Doctor Gudin prefers .‘ to ‘t?é;mlg&'fc:f!qu with other
members of Brazilian delegation at headgquarters hotel.
Department 's 1896, June 21, 7 peme He will attempt
to arrange other accomcdations for his wife should
his condition of healtih become such as to require
her nursing attention at Bretton Woods. Otherwise
Mrs. Gudin will remain in Washington or New York

during conference period.

C/FFERY

BB=RR




PARAPHRASE OF TRLEGRAM SENT

FRON: Secretary of State, Wash n
70: Amembassy, Rio de Janeiro zil)
DATED: June 21, 1944
NO.: 1902

CONFIDENTIAL

Although information is necessarily incomplete, thers are
indications that most countries are sending their ablest monetary
and financial experts. A Finance Minister or officer of comperable
rank is hesding the majority of delegationms. :

The foregoing message is in reference to your June 9 cable,
Noe 310'1.

ef 16-27-44
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Dated Junc 16, 1944
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—

. _ ATE )

Secrctary of State,

T

'/..shington, _ /
/

2198, June 16, 3 p.m, ./
- IMinistcr of Financec states officinl Broazilian
dclegates to the lonctar s conforence will be:

Onc. JArthur de Souza Costa, Minister of Finance.

Two. Dr. Francisco Alves dos Santos Filho, Dir-
cctor of Exchange Dank of Brazil,

Three. Dre. Octavivo Bulhoes, Chief of the division
of Dconomic and Financial Studics, Ministry of Finance.

Four. Dr. Eugenio Cudin, mecmber of Economic and
Financial Council aond of thc Economic planning committec.

Five. Dre Victor iAzcvedo DBastian, Direcctor of
Bancode Provincia do Rio Grandc do Sul =nd close fricnd
of Finaricc Ministcr,

Six.

Scnhor Valentim Boucas, member of the Commis-

sion to Control thc ashington Agrcements, who is now in
the Unitecd Statcs,

The first three named and Boucas have bocon in
Vlashington on official busincss and are Inowvn to the
Department and Trcosury Department, Doctor Gudin is

onec of Brazil!s
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-2~ #2198, Junc 16, 3 p.m., from Rio de Janeiro

one of Brazil's outstanding cconomists. Thec Embassy
rcgards this declegation as an unusually outstanding one,
containing as it docs Brazil's best-informed leadors in
thec monctary and financial ficld.
Technical assistonts to the foregoing will be:
Onc, Doctor l.guinaldo Boulitrcau Fragoso, As=
sistant to the liinister of Forocign Affairs, will be

crve 08

1]

responsible for protocol mattors and will
tochnicmlbnssistant.

Two, Scnhor Danicl Ilaximo, private scecrotary
to the Finance Iliinistcer,

Wlith refecrcnce to nmy teclegrem No. 2179 Junc 16,2;p.m.J
Finance Ilinister has rcquested lirs, Gudin to acconpany
her husband in vicw of his fragile state of health,
Accomodations listed my tclegram under refcrence should
be modified in order to provide o double room for the
Gudins,

Pleasc reque:t State Department reoprescentative Miami
to assist Brazilian Consul therc to obtain ncccssary
Pullman accomodations leaving Miami for Voshington June
28 including compartmecnts for Minister of Finacnece and
llre ond lMrs,., Cudin ond lower berths for other persons.

CAFFERY

JT UTD
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STATE TELEGRAM AND RECORDS
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This telegram must be
paraphrased before being Dated June 15, 1944
communicated to anyone
other than a2 Government Rec'd 7:58 p.m.

Agency. (RESTRICTED)

Secretary of State,

Washington.

2179, June 15, 2 p.m.

Finance Minister Souza Costa informed the Embassy
today that he would head Brazilian delegation to the
United Nations monetary and financial conference.
Referring to questions Department's circular telegram
June 3, 6 p.m. he will be accompanied to the United
States by staff of five persons whose names will be
indicated later. In the United States delegation will
be joined by Dr. Octavid Bulhoes and Valentim Boucas
and two stenographers. Accommodations at Bretton Woods
required for total of ten persons of whom two are female.
Finance Minister has requested, in addition to living
accommodations for his staff, two large rooms for offices
and a reception room, the last to adjoin his private
room.,

Local delegation plans to leave Rlo de Janeiro
by plane June 25 arriving Miami June 27. They will

proceed to




A2

-2= #2179, June 15, 2 p.m., from Rio de Janeiro.

proceed to Washington by train on June 28 arriving
the following day. The Finance Minister has requested
Information as to the date and hour when the special

train will leave Washington for Bretton Woods.

CAFFERY.




DEPARTMENT INCOMING DIVISION OF

OF
COMMUNICATIONS
STATE TELEGRAM AND REGORDS

RECT=-588 PLAIN
Rio de Janeiro
Dated June 12, 1944

Rec!d 6 pene

QEPARTMENT OF STATE
Secretary of State, g

Wasghingtone

2131, twelfthe

Dr. Oztavio Bulhoes left Rio by plane June 10 for
Washington in accordance request Department s 1644,
May 27, 10 p.me See my 2115, Junc 9, 9 Delle

He will act as Brazll's technical export on informal
cormittee as per Department?!s circulars of June 10y 6 pem.,

and 7 Pellle

CAFFERY

LMS
WTD
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PARAPHRASE OF TELEGRAM RECEIVED

FRON: American Embasey, Rio de Janeire
70: Secretary of State, Washington
DATE: June 9, 1944
HO.: ’1@‘

CONFIDENTIAL

Following is in referemce to Department's Jume 3 eircular telegram,

My Economic Counselor was informed by Souza Costa, Finance Minister,
that he hoped to attend International Monetary Conferemce and would dis-
cuss the matter with Foreign Minister and the President agsin.

The Embassy was recuested by the Finance Minister to ascertain onm a
strictly confidential basis for purposes of ascisting in these discussions,

whether Finance Ministers or persons of comparable rank would head the other
delegations. A prompt reply with respect to this would bde appreciated.

CAFTERY

of:
6-1




PE-903 Rio de Janeire
RESTRICTED Dated Juna 9, 1944
Rec'd 9:25 pem.

Secretary of State,
VWashington.

2115, June 9, 9 p.m.

Fleass lnform Treasury Department that Dr. Octsvie Bulhoes is leaving
bg plene June 10 aad should arrive Washington Jume 13. Department's 2
1644, Hay 27, 10 p.m. He aske that Treasury Departwent make hotel
reservation covering period preliminary work ia Washington. \

Ho decleion has been made regarding sisze or composition of Brasilisnm
delegation but Department should comtset Dr. Bulhoee conceraing question
gt Bretton Woods accommodations mentlomed in your eircular telegram June 3,

Pelle

efico
61




DEPARTMENT INCOMING DIVISION OF

OF COMMUNICATIONS
STATE TELEGRAM AND REGORDS
DSH=-544 ' Rio de Janeiro
This telegram mast bE i
paraphrasecd Defore being Dated June &6, 1944
communicated to anyonet : it
other than a Government Reetd 9221 b.n.
AgEacE: HESIRIGIED) DEPARTMENT OF STATE
Secretary of State, JUN'7 1944
= . DIVISION
Washington. L COMMUNICATIONS E:FRECORDS

2046, June 5, 6 p.m,

Finance Minister today informed me that Doc tor
Octavio Bulhoes hag been designated to serve on pre=
paratory committee, Bulhoes plans to leave Rlo dE
Janeiro by air on June 9, He will also bE appointed
member of Brazilian delegation to conference, . DE=
partment!s 1644, May 27, 10 p.m,

The names of the other Brazilien delegates not
Yet known, however it is believed Brazil's represen-
tation will be small, Finance Minister will discuss
plans with President Vargez on June 7.

Departmmt's circular telegram dated June 3,

6 pP.m.

C;;FF C_HY

&
=

EJH
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DEPARTMENT INCOMING OIVISION OF

OF TE COMMUNICATIONS
STATE LEGRAM AND RECORDS
RECT =2 89 Rio de Janeiro
This telegram must be
paraphrased before being Dated May 29, 1944
communicated to anyone Bl
other than a Government Rectd 7:15 psmas

Agoncye (RESTRICTED)

MT OF STATE ’

Seorectary of Statey mAY 3 1944

Washingtone O e __J

1949, Moy 29, % Delle

FOR THE SECRETARY OF THE TREASURYe

The Minister of Finance will probably deslgnate
Bulhoes (Department 's tclegram 1644, May 27, 10 Pelle )e

The Minister hopes to attend the conference boginning

Jul'y v

CAFFERY

WTD
EJH



EPARTMENT OUTGOING DIVISION OF

- OF COMMUNICATIONS
STATE TELEGRAM AND RECORDS
psH T Vay 27, 1944

dasa Juu Jd JElLrL be 118 10 peme
comu'ill3a.2d to anyoer.e

other than a Covermment

Agency. (RESTRICTED)

AMEMBASSY, I

RIC DE JANFIHO,
:-'.{544;' !

FROM_THE SFCRUTARY CF THEL TREASURY

Az you slready know, the President has approved a
conference to be held in the United 2t tates beginning
July 1., The hmerican technical experts are inviting an
informal committee of experts from 10 %o 12 counirles
to mee in Weshington about June 12, This committee
would prepere an agenda and other materilzl for conelderstion
by the conference,

I should greatly apprecilzte having you epprosch the
Minieter of Finanoce to incuire vhetler Mr. Bulhoes, or
gsuch other technicsl experte mas the kinlster might

designate, would be able to participste in the vwork of

the informal conmittee,

FMA:GL:HG B/27/44




July
technical experts are inviting an inforwal commitiee of experts
from 10 or 12 countries to meet in Washington about June 12. This
committes would prepare an agenda and other material for consideration

by the conference.
of

*I should greatly appreciate having you approach the Minister
Finance to inquire whether Mr, Bulhoes, or such other technical
experts as the Minister might designate, would be able to participate

the work of the informal committee.”

B

EMB:lr 5/26/44




Date. . May 5, 1944 19

0: Miss Chauncey

I think the Secretary would

like to read this,

H.D.w.
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Y The Foreign Service
of the
United States of America

AIFRICAN EMBASSY

Rio de Janeiro, Brazil, April 22, 1944

My dear Mr. Secretary:

I have received your letter of April 13, 1944,
transmitting a draft of the joint statement of experts
on the establishment of an intermational monetary fund.
As mentioned in my telegram to you of April 20, I trans-
mitted the final revised draft to Finance Minister
Arthur de Souza Costa, who expressed his appreciation
for your thoughtfulness and courtesy in suggesting
publication in Rio de Janeiro simultaneous with release
in Washington and London.

The text was published in full in today's local
press and the plan is receiving widespread and favor-
able publicity in the newspapers and over the radio. As
of possible interest to your organization, I enclose a
translation of the Finance Minister's public statement
which accompanied the publication of the text.

Dre Octavio Bulhoes, Brazil's technical expert in
monetary matters, has informed me of his favorable re-
action to the preliminary discussions held in Washington
last year with Dr. Harry White and his associates.

If in the future I can be of assistance to you in
this or any other matter, please do not hesitate to call
upon me.

Sincerely,

(sgd) JEFFERSON CAFFERY

Enclosure:
Translation, as stated.
The Honorable
Henry Morgenthau, Jr.,
Secretary of Treasury,
Washington, D. C.
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1264, Twentlieth
Lol T A DASSALOR:

Bt of Propesed Jolnt Statement on tho Mstablishmimb

gf _an Intornotiond Lgnotary i'und

Suffisiont discussion of tho problome of irt ernational)

neretary cooperation Lo talon place at tio tecmical
lovel to justify a statoment of prineiples. It & the
consonsus of epinion of Gho experts of the United amd
fopoeiated ntlons wio Lave erticlpatod in thoso dise
ousaione that tho most practical mot od of agourling intopr-
ratlionn’ monet v e ertiion 1o Cwoyh tho ostablishe
ent of an Intormativnal | lonotayy . und. <107 havo sot
fort: bolow o mrinclploe whioh they bollove ahwould be
the basls for this und. Govormronts ayo not aslzod to
cive final approwml to wao principlos until thoy lnve
been embodied in tho forn of delfinito reposals b tho
delegntes of tie United Asscoiatod Natione meeting in

a formal conferonce,




#1264, Twentieth, to Rio de Janeiro

The Fund will be guided in all its decisions by
the purposes and pllcies set forth below:

1. 7o promote international monetary cooperation
through a permanent inatitutiom which provides the machinery
for consultation on international monetery probleas.

2. To facllitete the exprnelon and balanced growth
of international trade and to contribute in this way
to the msintenance of 2 high level of employment rnd real
income, whiech muet be primary objeotive of economic
polioy.

3. To give confidence of member countries by making
the Fund'es resources avallable to them under adecuste
safeguarde, thus giving membera time to correct malade
Justmente in thelr bslance of payments without resorting
to mezsures ceatructive of nationel or internntionel
prorperity.

4, To promote exchanze stability, to maintailn orderly
exchange arrancenents among menber countiries, and to svold
competitive exchange depreciastion,

B. To emsinst




#1264, Twentleth, to Rio de Janeiro
- o

8, To aseist in ths eestablishment of multilatersl
payments focllities on current transsctions among member
countriee and in the elimination of foreign exchange
Teatrictions which hamper the growth of world trade.

8. To shorten the periods end leesen the denree
of disequilibrium in the international dalence of pay-
uente of member countries,.

I1I. Subgeription %o the Fupd.

1. Member countries shell subseribe in gold and
in their loecel funds amounts (quotas) %o be agreed,
vhich will amount sltogether to about 78 billion if all
the United and Associasted Ratione subseribe to the Fund
(corresponding to sbout 110 billion for the world as
2 whole,)

2. The guotas may be revised from time to time but
chanzea shall require a four<rifths vote and no member's
quota may be changed without its assent.

3. The obligatory gold subsoription of a member
gountry ehall be fixet at 28 percent of ite aubsoription
(quote) or 10 percent of 1ite holdings of gold and gold-

convertible

Ly K




subeoripticn of a member whose
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Nnome arees neve mul

uffered substential damage Trom enemy
sction or occupation shall be only

nly three-fourths of the
rbove.




#1264, Twentieth, to Rio de Janeiro
ofm

IIl, Zrapssoticns vith the Fund.
1, lNomber countries shall desel with the Fund only
through their Treasury, Contral Bank, Stobilimatlion Fumd,

or other fisesl agonciss. Ihe Fund's account in a menbert's
currensy shall be kept at the Central Bank of tho member
country.

e A uesber a1l be onbitlod to buy another morberts
currency fran the ifund in exschange for its own curroncy
on the following condlitionsa:

(a) The monber represents that the currsnoy demanded
is presently needed for making poeymsntein that oursency
wvhich are consisteont with the purposes of the “und.

(b) The Fund has not glven notice thet 1ts holdings
of the ocurrency demanded have dbecors soares in vhich oase
the provisiens of Vi, below, come into force.

(o) The Fund's total hoidings of the currency offered
(after having beon restored, if below that figure, to 78
peroent of the member's quota) have not been increased by
more than 28§ pereent of tihio memberts quota during the
previous trrelve montis and do not exceed 200 porcent of

the quota.




#1264, Twentieth, to Rio ds Janeiro
o

(d) The Fund hes not previcusly given appropriste
notiecs that the morber ie suspended from meking further
use of the Fund's resocurees on the ground that it is
using them in a manner conteary to the purposes and
pojicies of ths Fund; but the Fund shall not give sugh
notioe until it has presented to the member concerned
& report setting fobth 1ts views and hae allowed & sulte
able times for roply.

The Mund may in its discretion and on terms which
safo- uard its interests waivo any of ¢ho conditions above.

3¢ The operations on the lundt's agecount will be
1imlited %o transactionf or the purpose of supplying a
nomber country on the member's initietive with another
member's currency in éxchange for its owm currency or fop
gold. Transsetions provided for under 4 and 7, below,
are not subjest to this limitation.

4o The FPund will be entitled at its option, with
a view %o preventing a partioulsy member's currency fron
beocoming searcas

(a) To borrow its surrency from & member countryj

(b) To offer pold to a member country in exchange




#1264, Twentieth, to Rio de Janeiro
ao

for 1ts curvensy.

S0 S0 long as a mamber ccuntry is entitled to buy
another member's currency from the Fund in exchange for
itsown surrenty, it shall be preopared to buy Litsown
ourrency from that momber with that member's currency
or with gold. This shall not epply to curreoncy sub jeot
to restrictions in conformity with IX, 3 below, or to
holdings of curroncy whioch have agourmlated as a result
of tramsactions of a current agcount nature offocted
beforo thc romoval h~ e membor country of restrictions
on multilateral clearing meintalned op lmposed under X,
2 below,

6s A riember countyy dssiring to obtain, directly
or indivectly, the currency of snother manber country for
gold is expected, provided that 1t can do 8o with equal
advantapge, to asquire the currency bty the sale of gold
to the M'und, Thils shall not Preclude the sale of newlye=
mined gold by a gold-producing country on any market,

7o The Fund may also acquire gold from member
countries in accordance with the following provisionss

(a) A member sountry may repurchase from the Fund

]




#1264, Twentieth, to Rio de Janelro
3

for gold any part of the latter's holdings of its currendy.
(b) So long as & momber's holdings of pgold and
gold=-gonvertible exchange excsed its quota, the Fumd
im selling forelign exchanpe to that countyry shall re-
quire that one-half of the net sales of such exchange
during the Yundts finonolal year bo paid for with pold.
(s) If at the end of the Fund's financlel yeer a
momber's heldings of gold and gold-convertibleo exchange
have increased, the Fund may require up to cne-halfl of
the increase to bLe used to repurchase part of the [fund's
holdings of ite currency sc lon: as this does not reduce
the Fund's heldings of a country's currency below 75
porcent of 1ts auotr or the mombor's holdince of gold

ond geld=couvertlble oxe 'nige Lolow i:s quota.

y i
-




#1864, Twen..eth, to Rio de Janeire
B )

1V, v Valu M 2

1. The par value of a member's currency shall be
agreed with the Fund when it i2 admitted to membershin,
ané shgll ke expressed in terms of gold. All transagtions
betveen the Fund and membera shell be at par, subject to
a fixed charge payable by the member making eppllcation
to the Fund, and 211 transaotions in member ourrencies
shall be at rates within an agreed peroentage of perity.

2. Subjeat to B, below, no change in the par value
of e member's currency shall be made by the Fund without
the sountry's approval. Hember countries apree not to
propoge a ghange in the perity of their currencies widoh
will affect thelr international traneactions unleas they
consider it eppropriate to the correction of a fundamental
disequilibrium. Changes shsll be made only with the
eporoval of the I'und, subjeot to the provisions below.

3. The Fund shall approve s requested change in
the per velue of a2 meaber's currency, Af it is essential
to the correction of a fundsmental disecuilibrium. In
particular, the Fund shall not reject a requested change,
necessary to restore equilibrium, begause of the domestioc
socisl or nolitical polioies of the country aonlying for
a ochange. In considering a requested ohange, the Fund




#1264, Twentieth, to Ric de Janeiro
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shall take into coneideration the extreme uncertainties
nrevailing at the time the psrities of the currencies of
the member countries vere initially agreed unon.

4. After consulting the Fund, a member country may
change the estsblished perity of its currenocy, provided
the propoeed chenge, inclusive of any previous change
since the establishment of the Fund, does not exceed
10 percent. In the osse of gpplication for = further
change, not covered by the above ané not exceeding 10
percent, the Fund shall glve 1ts declislion within two
Cays of reoeliving the application, 1f the avplicant
80 requests.

. 4n agreed uniform chanpge may be made in the gold
value of member currencles, provided every member country
havine 10 percent or more of the sggregete quotas approves.

V. Cegpital Tronssctions,

1. A member country may not use the Fund's resources
to meet a large or susteined outflow of gooital, and the
Fund may require a nember country to exercise controls
to prevent such uge of the resources of the Fund. This
orovision is not intended to prevent the use of the Fund's

resources for ocapital transactions of reasonable asmount




#1264, Twentleth, to Rio de Janelro
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required for the expension of exports or in the ordinary
gourge of trade, banking or other business. Nor is it
intended to prevent ocepital movements which are met out

of a member country's own resources of gold and forelign
exchange, provided sush cspital movements are in accordance
with the ph'rpoaes of the Fund.

2. Subject to VI, below, 2 member dountry may not
use its control of caplial movements to restrict pay-
ments for current transaction or to delay unduly the
transfer of funde in eettlement of commitmenta.

VI. JApnorilopment aof Searqe Currengles.

1. Yhen 1t beoomes evident to the Fund that the
demand for ¢ monbder country's ocurrsnoy may soon exhaust
the Fund's holdinges of that currency, the Fund shsll so
inform member countries and nronose an eguitable method
of apportioning the scoarece currency. When a ourrency
is thus declared scarge, the Fund shall laesue a report
enbodying the cauess cof the scarcity and contalning
recommendations designed to bring it to an end.

2. A denieion by the Fund to spportion a sgaroe

currency shall operate as szn authorization to a member
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gountry, after sonsultation with the Fund, temporarily
to reatriet the freedonm of exohance operstions in the
affeoted currency, »and in determining the manner of
restrioting the demand and rationing the limited eVoply
among; ite nationule, the member sountry shall have cofi-
plete Jurisdiction.

VII. Uanagement.

1. The Fund shall be governed by z boerd on whiech
each mexmber will be renressnted and by szn exeoutlve
ocommittee. The executive committee shall consist of at
least nine monbers including the representativea of the
five countries with the largest quotas,

2. The distribution of voting nower on the board
end the executive committce shsll be clossly related
to the cuotams.

3. Subjeot to II, 2 sna IV, 5, all matters shall
be settled by a malority of the votes.

4. The Fund shall publish at short intervals a
statement of its position showing the extent of 1ts

holdings of member currencles anéd of gold rnd 1ts

transactions in gold.
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VIXI. UAshdrewal.

1. A member occuntry may withdraw from the 'und by
giving notice in writing.

2. The reoinrocel obligations of the Fund and the
country are to be liquidated within a reaconable time.

3. After a member country hese fiven notice in writing
of ite withdreval from the Fund, the fund may not disvose
of 1ts holdings of the country's currency except in
aggordance with the arrangeaents made under 2, asbove.
After a country has given notice of withdrewal, 1ts use
of the resourcee of the Fund is sudbject to the approval

of the Fund.
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IX, he Obli M r C

1. Not to buy gold at a price which exceeds the
agreed parity of ite currency by more than a prescribed
margin and not to sell gold &t a price vhioh falls below
the egreed parity by more than a prescribed margin,

2. Not to sllow exchange transacotione in its
market in currencies of other membere st rates outeside
@ preascribed range besed on the agreed parities.

3, Not to imp o=e restrictions on payments for current
internaliional transectione with other menber countgies
(other than those involving cepital transfers or in
sccordence with VI, above) or to engege in eny diecrie
minalory currsnoy srrangements or multiple currency
practices without the spproval of the Fund.

X. Iransitionsl Arrsngzements.

1. B8ince the Fund 12 not intended to provide
feclilities for relief or reconstruction or to desl with
internaticnal indebtedness arising out of the wer, the
spreement of a member country to provielons III, 8 and
IX, 3, above, shall not become operative until it is
satlefled as to the arrengements at 1ts dlsposal to
facllitate the settlement of the balance of payments

differences
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differences during the esarly post-war transitlon peried
by means which will not unduly encumber its facilitles
vith the Fund,

2, During this traneition period member countries
may maintain and adept to changing ciroumstances exchange
regulatione of the charscier which have been in operation
during the war, but they shall undertake to withdraw as
soon ag poasible by progresaive sisges any restrictions
which impede multilateral clearing on current sccount,

In their exchange policy they ehall pay continuous regard
to the principles and objectives of the Fund; and they
ghs1ll take 2ll poerible memsuree to develop commercial
and financial relstlions with other member countries
which will facilitate international paymente snd the
msintenance of exchange stabllity,

3., The Fund may meke representations to any member
that conditions are favorable te withdrawal of particuler
restrictions ineconsistent with IX, 3, above, Not later
than three years after coming into force of the Fund any
member ati 11 retaining any restrictiones inconsistent
with IX, 3 shsll conmilt with the Fund as %o their further

retention,
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This telegram must bE
paraphrased before being
communicated to anyone
other than a Government
Agency. (BR)

Secretary of State,

Washingtone.

1471, April 20, 6 peMe

Pher Btpre Teirc

Rioc de Janeiro
Dated April 20, 1944

Rec'd 8 p.m.

FOR THE SECRETARY OF THE TREASURY FROIM THE

AMBASSADCR.

I personally transmitted to the Minister of Finance

your message in regard to the Joint Statement recom=

mending the establishment of an international monetary

fund. He was deeply appreciative of your interest in

this matter and suggestion of joint action. Finance

Minister, Souza Costa, asked me to inform you that he

would have released for

revised Joint Statement

publication on April 22 the

and that he would at the same

time make appropriate comment in regard to Brazil's

desire to collaborate in international monetary control

plans,

FOR THE DEPARTMENT -~ The above refer to the Depart=-

ment's 1251, April 18, 10 pe.m., and 1264, April 20.

Embassy is translating fimal revision Joint Statement

for uste Finance Ministry 1t

RB

its public statement.

CAFFERY
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This telegram must be

paraphased before being Dated April 19, 1944
communicated to anyone

other than a Government Rec'd 9:42 peme

agency. (BER)

Secretary of State

Washington.

US URGENT

1458, Lpril 19, 6 p.m.

I have arranged to sec Finance Minister tomorrow
afternoon to transmit message of Secretary of the
Treasurye

Embessy is having difficulty in relating Department's
1251, April 18, 10 pems, tO original suggested joint
statement Department's 1180, 4Lpril 11, 8 pems First
nemed telegram refers to Roman numerals which were
not specified in earlier telegram. Furthermore, it
is not clear in all cases as to which of the amendments
are in substitutuon or in addition.

C..FFERY




RMN . April 18, 1944
This telegram must be

paraphaesed before being 8 p.m,
communicated to anyone

other than a Covernment
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B TE ABASCADOL FRu T CLCIURALY FOTHE

1. I would approciate 1t if you would call upon
the ifirister of I"inance somotime Thuraday, April 20,
and Irad him the inslish text and translation of the
Jain? Stateront of the techinical experss of the United
and Assoclated Nations recamonding the establishment
of n International monotary flnd. These docummnte
olicald be pliven to Bulhoes anlsa.

o Fleoase inforty tho dAnietor of l'inango that I

ar aphoaring on Mpide7 hofaro o aprroprinto Congroge

plLonel cuittoos Go bLelng Gl.on up to datc with ropard
1o our dlgcussions on internationnl monetary coopeoration,
and %@ pregent to thon tho Joint Stateront. The Joint
Steomont will Le publishied Aprdl 2, 1944 in o numbey
of the capitales of uhe United liations ineluding London

e:d Washington. It would bo hichly desirable if te




-

="~ 1251, April 18, 8 P.R.,

to Rlo d= Jsneiro

statonont wero roleasced by the 'inister for simultaneous

pubiication in Rlo do Jeneire. It 4s of the utmost impor-

tenoe thot hids document shiould not be made public Lefore

the merning of April €8, vhen 1¢ will bo publiehed in

Vashington.

8: The feollowing chenpes ahiguld be made in the text

proviously gsent o you!

QUITE T«

II-1

II-2

To ssslot in tho eatablislwent of mltilateral
paymonts facilitlos on gurrent transactiona
among nanber countries and the olimination of
forelipn oxcliange restyictions which hoamper

tho rrouth of worid tyado,

Tonbor countrlos gnll subseribo in pold and
in tioir local funds anounts {(guoton) to be
ggreod, which will amount altopgotiwor to about
{8 billion if all the United and fasoclated
lations subscribe tu the und (corresponding
to about (10 billian for the world es a wiole).
The quotas may be revised fron timo to time,
but chenges slmll roquire a four-fifths vote
and no nembor'o quota may be changed without

i%s caponte.
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I

IIua; parasraph € The oblipatory gold subscription
of a member wiioso Hicnw areas have suffored
substantial damage {ron eneryy action or oo~
cupation shall Lo only thyeo~f urthe of the
abovo.

ITi-g{o) The Mumdi's totol holdinge of the currency
effored (aftor having Leon regtored, i1f bolow
that figuro, Go 75 porcont of tho member's
quota) have not boon incyessod by mere than
80 poreont of tho meubovr’e quota during the
movicus twolvo nontha and do not oxeceod B0

-~

poreoi:C ¢T Gho ¢ietn,

Ii-5 So long na a mouber country 1s ontitled to
Duy another morder's ouprency from tho Iund
in oxchange for its own ecurrency, it shall
be propared to buy 1Go own curroncy fron
that mombor with that pembor's curroncy or
uith gold. This shall not apply to currency
subjest to restrictions in conformity with
N, @ belov, or to holdinge of a current

Scegount nature effooted before 110 romoval
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Vii-g

#1251, Arril 18, B r.m., to Rio de Jrneire

-fo

by the msobey countyy of restrictions on
miltilateoral clearing raintained or imposed
urdor ., £ belou.

The Fund chall boe covernad by a board an

vhileh ocael: twombor will bo renrocontod armd Ly
an expcutive comittee., Thwe omocutive comiittee
shall oonsist of at least nino merbore including
t.o ropresentatives of tho fivae gountyrios with
% w largest quotas.

The diatribution of voting power on tho board
and tho oxecutive comiittes shall o closely
related to tlhwo quetaa.

The Tund may mlro representationa to ang member
that conditions are fawpablc to tho withdpamm)
of particular veatyictions or for tho poneral
abandeonment of thio restrictions inconsistont
with L5, 5 above. ot later than tlwoee yoars
aftor condng into forco of tho lund eny menber
98ill rotuinin: an7 rootrictlons inconsistont
with ., $ shall conoult with tho 'und as to
tholr furthor rotontion. UlGULIE

1MIA3CC: Ja

4/10/44

HULL
(EGC)
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Flease send the following cable to the American Embassy, ¢
Rio de Janeiro:

To Caffery from the Secretary of the Treasury.

2. Flease inform the Minister of Finance ﬂntIulppnrhgn
Friday before the appropriate Congressional ecommittees to bring them
up to date with regard to our discussions on international
cooperation, and to present to them the Joint Statement. The Joint
Statement will h-nhnnhodlmlz?, 1944 in a nuwber of the

simul taneous publication in Rio de Jm.‘:.ro. 2 W00 Al bivinid i fRvied Mg
L p s ot A ain "o 4 e £, = :

Hobq s wirinde yiddl A il ¢ Afort G platlicalbs’ o A,
3. The following changes should be made i.n/tho text previously
sent to yous

"1-5 To assist in the establishment of multilateral

payments facilities on current transactions among
member countries and the elimination of fareign

nmmmmmmmor

"II-1 liember countries shall subseribe in gold and in

"II-2 !hoquotumbonmodrruttutott.,m
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'11-3.
graph 2
"I1I-2(e)

"III-5

"Wil-l

*ViI-2

HDW; Eﬁi/jn
4/17/ bk

¥ @

-2-

The obligatory gold subscription of a member whose home
areas have suffered substantial damage from enemy action
or occupation shall be only three~fourths of the above.

The Fund's total holdings of the currency offered (after
having been restored, if below that figure, to 75 percent
of the member's quota) have not been increased by more

than 25 percent of the member's quota during the previous
twelve months and do nmot exceed 200 percent of the quota.

95 long 43 a menber country is emtitled to buy amother
member's currency from the Fund in exchange for its own
currency, it shall be prepared to buy its own currency
from that member with that member's currency or with
gold, This shall not apply to carrency subject to re-
strictions in conformity with IX, 3 below, or to holdings
of a current account nature effected before the removal
by the member country of restrictions on multilateral
clearing maintained or imposed under X, 2 below.

The Fund shall be governed by a board on which each

mesber will be represented and by an executive committee.
The executive committee shall cnsist of at least nine
members including the representatives of the five countries
with the largest quotas.

The distribution of voting power on the board and the
executive conmittee shall be closely related to the quotas.

The Fund may make representations to any member that con-
ditions are favorable to the withdrawal of particular re-
strictions or for the general abandonment of the restric-
tions inconsistent with IX, 3 above. Not later than three
years after coming into force of the Fund any member still
retaining any restrictions inconsistent with IX, 3 shall

consult with the Fund as to their further retention."”
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This telegram must be April 11, 1944
paraphresed before being
communicated to anyone 8 p.i.
other than s Gove:nmant
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Fleage tranemlt the following messegs from Harry
White of the Treasury Department to the Brasilian Minister
of Finsnee o Bulhosay
QUOTE Paxt Ono.

Diascussions en propossls for internaticnal mono taxy
sooperation have Been held by the teehnieal axperts of
the United States with the technical experts of zomo 30
sountries. From the disgussions 1t scems ¢lsar that it
is the opinion of tho teehnieal experts twat the most
practisal method of assuring international mone tary co-
operation is through the @stablishment of an Internatienal
Honetary Fund,

Although diseussions with the teclmical exports of
e fow large sountries have not yet been oompleted, it

@ppears that these discussions will soocn be cver end
it may be desirabdle at thet time to publigh a Join®
ahtmntotthovlmorﬂw hohni.cnlo:mtsorth.
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United and Associated Nations setting foarth the prine
¢iples which they bouowthogldho the basis for a Fund
if the mtﬁsiom reveal such agreemsnt. OGovernments
would not be asked to give final approval to these prine
aiples until they are embodied in the form of definite
proposals by the delegabtes of the United and Associated
Bations mseting in a formml gonferenes.

A summry of a &raft of sush 2 Joint Statement
follewas

Part Two.

Beginning of summery.

The experts propozo the estabdblishment of en intewe
national monotury fund as a pormenont institution for
interpational menetary cooperatien. The purposes would
be to premote exehangs ntablnty; assure multilateral
payment facilities, help lessen intermational dige

equilibrivm and give sonfidence Go member countries,
All of the United and Associated Hations would subagribe

amhuumummmmmmromatpu
end locsl awrrensy in ascordance with an agreed formmla,
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The reseurces of the Fund would be awveiladle unfer ade-
quitte safeguards to help member countwries to mainteln
oxghange stebllity whilo they ecrrect mauledjustmonts in
their balance of payments.

Eomdbor wountries would be able to buy foreign en-

séhange from the Fund with thelr own currencsy to meet
payments gonsistent with tho purpowses of the Fund wntil
the Fundts totel holdings of thoir currency reach 200
porcent of thelr quota, If a mander soundtry mstes use
otﬁnmmammcmmuiumm
polleies, the Fund would give appropriate notlee that it

only in limited amounts. Member scuntries holding
edequate gold and exchange resources would be expected
to pay for half of theoir exchang® purchases with gold
and somtries whose official holdings of gold ares ade-
qmtemdmlnmuingmlﬁboaxmchdtomw
of the insresse o repurchaso part of the Fund'e hold ings

of their currency.
Whonﬁa!?una'uholm.nguntnmm«nam;
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the Fund wuld issue o repart and malke recommendations
desipned to ineresse the supply of such curreney. In
the mmmtﬂm; aftor consultation w th tho Fund, merber
countries would be suthordized temporarily to restriot

freedom of exschanpge operations in the searce Surrendy.
The Fund's resources sould not be used to meet a

large outflow of papitel , slthough they ocould be used for
capital transactions of reasonnble amount, A member
countyry could also use its own resources of gold or
fovelgn exchenge for capitel trensastions that are in
aosordance with the purposes of the Fund,

The per value of the ourrensisscf member ocuntries
would be axpressed in gold and could be changed only
at tho requast of momber sountries. The Fund would ap=-
prove a requested change in parity if it were essentisl
to sorrect fundamenbtal disequiliberium. Aftor sonsulta=

tion, & momber country would be pormitted to ehenge the
parity of its currency by not more than 10 pereente
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Frampt consideration would be givon to requests for
edjustment of exchange rates.

The Fund wuld be managed by a Board of Directors
and an Exscutive Commlttoe reprosenting the members,
Voting power would be closely related to Qquotas, A
mmmmmu&nrnwmmmmw
by glving notice in writing. Thereafter, the reeiproocsl
obligations of the Fund and the country would be liquidated
within s peascnable time.

Nember countries would not sllow éxchange trenge

agreed parities. They would not bo pormitted to impose
restrictions on nayments for current international
transactions, or to enpare in diseriminatory currency
arrengenents or multiple currency practioces without the
approvil of the Fund,

During the period of transition following the -u-.
mezber sountriss would be permitted to rotain thoir
exchange controls with the expgotation that these would
bo gradually relazed., Thrce vears after the establishe-
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mont of the Pund any member still retaining restrictions
inconsistent with these prineiples would consult with
the Mund as to their retemtion. The trensition pariod
1s recognized as one of change and ad justment and in
deslding on requests presented by members the Fund
would give thom the benefit of any reasonable doudt.

End of Summary.

Paxrt Three,

When the discussions have ended in the next weok or
two and 1{ agreoment hwns boen reachod with the experts
with mom we are now in discussion we nay wish to announce
this statement similtenecusly in a mmber of important
centers, It sesms fitting to have the Joint Statomsent
published in Ric de Janeliro when and 1f 1% i publishad,

Part Foup,

It 1s important that this messaago be troated as
striotly onfidential. Further informetion on the pro-
posed Joint Statement will be sent to the Minlster of
Finanee for Bulhoes in the vory nesar future,

HuLL
EGC
FIAIEOCtja  4/11/44 )




