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Extensgion of Credit to Russia and
Settlement of Outstanding Debts

An extension of £250 million eredit to Ruseia could
sccomplieh three msin things:

(1) #eke substantial contributicns to the solution
of our surplus cotton problem.

(2) Be an luportant fesotor in helping recovery in
the United States.

{3) BSettle the outstending debte between Rusesia
and the United ftates, and clear the decke for
future economic collaboration beteeen the two most
powerful countries in the world which, irrespective
of their political differences, constitutes for the
United 2tates an important factor for eccnomiec
lmprovement.

The proposal in outline is as follows:
(=)

u.~~t1ata for a settlement of the interge

, nich would involve pcy-enti nnuuntiug to :
&15 to 020 nillign & yesr by Russia.

{b) The extension of & 2250 million credit to Russia to
be used exclusively for the following purpoees :nd under
the following conditiocne:

(1) €150 million to be expended within the next
two years on products mede chiefly of cctton,
which are processed in the United States. This
ghould abeord from one to two million balee of
our surplus stocks.

{(2) €50 million to be expended in the United Stateg
on machinery.

(7) €25 million to be expended on goods consisting
chiefly of leather.

(4) $2% million to be expended on miscellaneous
manufactured ltems.

(5) All imports to be shipped only on United States
or Rusgian boats.
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(6) Ruseia to agree not to reexport any of the
material she purchases in the United 8tates and
not to export any raw cotton or textiles in
excese of the value of exports of the three
preceding years.

Terme of the loan: Ten yesr losn, smortized
monthly &t the rate of 10 perecent 2 yesr and
intere-t paymente payable quarterly =t & percent
a year, and the difference between the coet to
the government of borrowing and the 8 percent to
be appllied towards the settlement of their publie
and private debt to the United States.

The loan cen be finasnced by epeelal government
guasranteed serial notec and hence not appe:r in the
budget. Or it could be financed out of silver seign-
iorage &t no cost. If it were financed out of silver
eeigniorage, it would help get the esupport of the
silver intereets who are eager to have the government
make some use of the sllver selgniorage.

(It may be worth considering thet both the Russian
loan and the Chinese loan, ae well ss the Latin American
loane, may be sll financed by speecisl government guar-
anteed serial notee and hence not appesr in the budget,
or out of silver seigniorage at no cost.)

The effecte of guch & loan on (a) the current busi-
ness situation and (b) the internationazl politierl situa-
tlon, would be etartling.

(a) The eoctton textile industry in the United 2t:tes
would have the biggest boom thet 1t has experienced
in many yesre. (The New England and Southeastern
Btatee would benefit very substantielly snd their
representatives in Congress would be kKeenly avare

of suech benefits.)

(b) we would gell one to two million bsles of
cotton, which, I believe, 1s more cotton than the
export subsidy scheme will dlspoce of. Horeover,
the saule to Russia will not depress the price of
the other cotton we sell, nor will 1t supply cotton
at low prices to the aggressor natione, nor will it
injure Brazil as will other plans for increaeing
cotton exporte. Rusgels 1e probably the only makket
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in the world vhere we can sell cotton goode without
interfering with =orld merkets. Russis hss an
adequate supply of raw cotton but hre inadequate
meang for processing thst cotton.

Likewise, machine goods snd leather industries
would benefit which would gilve some added legisla-
txv: support from the crttle statee and industrial
states.

From the point of view of Russis, the loan

would probably be eagerly weleomed for the following reasons:

(1) Ruesia would be so anxious t0o improve her rels-
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tione with the United States, for politiczl as well
28 economic reseong, thet she probably would cone
slder this plan 2 suall cost for such a purpocse.

{(2) Russis i1e bedly in need of finished comwmodities,
particularly of the character indlested sbove.

(3) Russis has smple supplies of raw cctton, but
reports indicate that there 1s a shortsge of proces~-
sing equipment and & shortage of finished goods.

(4) Ruesia 1s probsbly eager to bu'ld up stocks of
finiched goods in preparaticn for intern:tionsl
emergenclee.

(5) HRuesiles has adeguate supplies of gold to easily
take care of the ourrent payments the loan would
require. Ruesia i1s probably a zood risk since she
has met sll of the obligations contraoted for under
the new reglime.
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