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ASSISTANT SEdRETARY OF THE TREASURY

WASHINGTON

May 24, 1921.,
My dear Governor: MAY 31 1921
Referring to our telephone conversa-
tion, I enclose for your information a
copy of the Secretary's letter of this
date to the Secreta : of State with re-
gard to the telegram of May 17, 1921,
from the Unofficial American Representa-
tive on the Reparation Commission as fo
the plan to realize in dollars on gold
and foreign currency received from Ger-
many.

Very truly yours,

Benjamin Strong, Esg.,
Governor, Federal Reserve Bank,
New York, N. Y.
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(COPY EMC-83)
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UNITED STATES UROFFICIAL DELEGATION
REPARATION COMMISSION

18 Rue de Tilsitt, Peris,
29th August, 192l1.

iy dear Mr. Secretary:

At Mr. Boyden's direction and in his absence, 1 enclose
herewith copy of a letter which we have just sent to the
President of the Committee of Guarantees under date of August
22, 1921, As you know, there is a growing feeling in all
guarters, and particularly in serious financial circles, that
Germeny cannot possibly meet the conditions imposed mpon her
by the schedule of payments -- at least during the next few
years. It might be possible for Germany to meet the conditions
if some working scheme for large deliveries in kind were ar-
ranged and put into immediate effect. While there has been much
conversation in this direction, little has been sccomplished to
date. Even with this relief, Germany has still to meet other
payments imposed on account of army costs, clear ing house balances,
expenses of various commissions, etce

A conservative view of the general situation is that Germany
will default under the existing schedules of payments or other
Treaty obligations some time next year. In view of public opinion
in France and the inability of France and Great Britain to get
together, the ser ious economic and political consequences of such
an early default can be readily foreseem. Ve are convinced that
if this situation is not shortly straightened out, seriovs diffi-
culties of both a political and economic character will occur. At
Mr. Boyden's direction I filed this letter with the Committee of
Guarantees in the hope that the proposals might act as an opening
wedge leading to changes in the present schedule of payments on a
more conciliatory and businesslike basis.

Faithfully yours,

JOHN A. H¥RCEH
LOGAN, Jr.

Hone. Honry P. Fletcher,
Under Secretary of State,
Washlngton, De Ce

Federal Reserve Bank of St. Louis




Nay 24, 1921.

Dear MNr. Secretary:

1 have the homor to soknowl edge receipt of the Assistant
Secratary of State's letter of May 20, 1921, trensmitting for the
information of the Treasury & paraphrase of 2 telegrem dated May
17, 1921, from the @nofficial American Representative on the Hep-
aration Commission with regard to the plen of the Commissiom to
handle certain reparation payments received fram Germany by trams-
mitting gold to the United States for sale for dollars and exchang-

ing other curreney for dollars, with resulting dollar deposits in
the United States. 1 have given careful considerstion to the sub-
jeet of this telegram and discussed it with the Federal Reserve
Bosrd and Federal Reserve Bank of New fork. The Treasury hés mo
suggestions to offer, lbut wishes to tramsmit for your information
and sttention an infomsl suggestion received from the Governor
of the Pederal Reserve Bank of New York that if the foreign cur-
rencies which are to be exchanged for deollars involve amy sub-
stantial sales of South /‘merican and Central ‘merican balances
vhich may be available %o Germany, the operation of exchanging
Koot Talavises T63 deTinRe g‘t-rhor disruptemg the South Amerd-

can and Mnl American exchanges with this comntry. In view
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of this suggestion, it may be that the State Department will

wish to exercise sufficient supervision over the exchange opera-
tions proposed in the Heparation Commission's plan to safeguard
the foreign trade of this country against unduve disturbance of
the exchanges.
Very truly yours,
(Blgnoa) 4, w, Mellon

Secretary.

The Honorable
The Secretary of State,
Washington, D. C.

896 ;HR8
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CABLE MESSAGE FROM THE DEPARTMENT OF STATE.
70 THE AMERICAN AMBASSADOR AT PARIS,
May 24, 4 pe m., 1921, No. 268.

-

PARAPHRASE

Commnicates for Boyden & message B=-240. Reference is
made to the Embassy's cable message of April 6, B-444, and the
message of the Department of State of March 26, 1921, B=218.
Message is marked urgent and in confidence. The Department is
advised by Speyer and Company that ‘they are considering a proposi-
tion to lend money to Germany to be expended in the purchase of
products of the United Statese They ask that you will express
your personal opinion on the points mentioned below: One. Would
it be proper that the firm should apply directly to the Commission
on Reparation for the purpose of obtaining the Commission's consent
that priority should be granted to an issue of treasury notes,
which issue would have priority over the obligations of Germany
resulting from the stipulations of the peace treaty? Two. Would
it be proper for the firm to transmit this application through the
delegation of the United States? Three. The firm has an agent in
France residing in Paris. Should the application be made through
him? If suggestion three is thought best and the application shall
be made through him, should he and the United States delegation
cooperate in making it? Foure. What position would the Commission

be apt to assume as regards the proposal of the firm, and what
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procedure should properly be adopted with a view to obtaining the

assent of the Commission? Five. To whom should the application

be addressed, and what form should be used?

The details of the plans of the firm are not within the
Department's knowledge and the fact thé.t the Department forwards
their request must not be tsken as indicating that the United
States endorses it. If, however, you find that you can discreetly
and with propriety obtain the :lnfornnéion desired by the firm, you

will transmit it by cable.

Di-JT/ECD-SS
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PARAPHRASE OF TELEGRAM,

From: The Unofficial American Delegate on the Reparation Commission,
through the American Embassy, Paris.

Dated: May 31, 7 P. M.

Received June 1, 5.47 A. L.
No. 360 - B=~489.

This is supplementary to my B-482. Commission convinced that
it is necessary, if possible, to find another method of protecting
itself against exchange risk, because of effect of recent transfer
German payment to the United States, also fear of effect of similar
transfers in the future, and later retransfers to Europe. It is now
planned to deposit payments in Belgian, English, French, and perhaps
Italian banks, government where money deposited to assume exchange

risk, and profits, if any, to go to such government. BOYLEN,

WALLACE .




. COPY

CABLE MESSAGE FROM AMFRICAN EMBASSY, PARIS
MAY 31' 7 Pelllay 1921. No. 360

PLARAPHRASE

Communicatesa message from Boyden B~469 sent as & supplement
to his message B-482. The Commission has become convinced that,
if the change ie found poselble, they muet find & way to avoid the
risk of loss by exchsnge in the matter of Germeny's reparation
paymente. This conviotion has resulted from the chenge produced
by the recent payment transferred to the United States in settle-

ment of Germany's reparetion debt. The Commission appreciates

that similer trensfers in the future and re~transfers to Europesan
gountries may damage the latter. The Commiselon has now under
consideration & plan that the Germen payments should be deposited
in banks of Belgium, Greet Britain and France &nd poseibly in
those of Italy. In this event the Government of the country

in whose banks the payments &re deposited will take the loss by
exchenge iteelf, if there be & loss, and the gain, if there be

a gbin-

Di-J7/JMH~-ES

Digitized for FRASER
http://fraser.stlouisfed.org/

Egdaral Pocone Rank ofSt Joyig ... .




Hay 51,

.

Dear Hr. Giloert:

Thank yeou for your note of kHay 24, enclesing & copy of Secretary
¥ellon's letter of May 24, addresced to the Secretary of State, on the
oubject of the echeme for muking reparetion puyments.

My only suggestion in regard to this letter is that the comment
should net be coafined to South American and Centiral American countriee zlocne,

although there, grobably, greater difficulties would result from large trans-

actions than in European markete, where the exchanges wre Droader and more
active.

e will noed a litile experience in handling this matter before it
is possible to gago the effect of the scheme now proposed. There has been a
very sharp decline in the ratee for sterling, and a lees important decline in
sone of the other exchanges, which was caused by large purcheses of dollars by
Cermany, or by thoce representing Germany in arranging these paymenis. A
few months ago, $16 millione was paid into us, one-hslf for the credit of the
Bank of Englsad, and one-half for the credit of the Bank of France, but really
for account of the Reparation Commiseion, and we have within the last diy or
two received further paywentis aggregating $35 millions for credit of these two
institutions. It is currently reported that the German Government has deliver-
ed treasary bills iadorsed by certain German banks, aggregating the equivalent
of $200 willions, $80 millions of which will be paysble in sterlimg, §60 millions
payable in franoa, snd ¢80 millions payable in dollars, within a period of sixty
days (unless remewals are arranged). To what extent these payments, predicated
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#2 Nay 31, 1921

2 !
upon p;evioua accumulations of dollars may disturd the exchanges, cannct now
be forecast, but it seeme to me that the Department of State, and especially
our represeatatives in Paris, should have a careful eye upon the situationm,
and should especially keep us promptly informed of proposals before they are

actuslly consummated in agreements.

Yours very truly,

Benj. Strong,
Governor.

Honorable S. P. Gilbert, Jr.,
Assistant Secretary of the Treasury,
Treasury Department,

Washington, D. C.

B8sMu
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TREASURY DEPARTMENT

Washington.

Junte 8, 1921.

A

font 5

JUN 1 31921

My dear Governor:

I transmit herswith a copy of snother paraphrase
of a oablegam‘sfr%§m'.‘g2;ﬂm the Unofficial American
Representative on thé Reparation Commission, with regard
to possible changes in the procedure for handling German
reparation payments. I enclose also & copy of my reply
of this date. The Treasury will be glad to have any
comments or suggestions which the Federzl Reserve Bank
of New York may be willing to offer in the matter, in
order that the Department of State may be further advised
as to the views of the Treasury and the Federal Reserve

Banke.

Very truly yours,
Y ! /{/é/cu}(%

Benjamin Strong, Esg.,
Governor, Federal Reserve Bank,
New York, N. Y.

2 enclosures.
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Jeme 8, 1321,

~ The Homorshle,
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The Jecretary of States
sir:

By direction of the Secretary, 1 sckaovledge Mcelpt of
your letter of Juse 4, 1921, with the enclosed paraphrase of a
telegran dated Nay 51, 1921, from lr, Boyden (Xo,. ml stating that
the Neparation Commission is emdeavouring to find s different method
of handlizg the reparstion paymeats recelved ffom Commsny in order to
mxmnmymmnmﬁuummmm
recent transfers of reparation paymemts to the United States and the
prespest of sinller transfers in ¥ fature have Bad o dlsturbing
omctn.n&oawhtmhhmtr;auMp.mm
fnmqumm-menumgmmaummmm
proposes to make doposits of future reparation payments in BDelglen,
English, French, snd perheps Italien banks, in order to aveld the
M“MWM.OWQ!&W“!:M&N-
@ether with a copy of amother paraphrase of lir, Boyden's telegram
Fo. Be489, have been sent to the Federal Reserve Bank of New York
with o request for its commnts snd wuggsstienss Upon Teodipt of
advices from the Pederal Resorve Bauk of New York, the Treasury will
communicate further with the Department of State in the metter.

Respectfully,

(Siguned) S. P. Gilbert, Jr.
arg/am issistent Seoretayy of the Tressury.
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CABLE MESSAGE FPROM AMERICAN EMBASSY AT PARIS, JUNE 6,
10 pem., 1921, Fo. 371.
Communicates a message from Boyden,B-494

cory

Commission adopted following provisional plan
organization committee guarantees which communicated to
german Government, (text im brief, For articles
references this letter except treaty articles see our
B=474) "In sccordance with schedule payments notified
by commission to German Government May 5th and in

exscution paragraph seven, innex two, part eight treaty,

Commission provisionally determines following organization

committee guarantees as prescribed article six schedule:
under provieions latter article committee guarantees
coneists one representative eachpower now represented on
commi selon including uUmited States in event latter
appointing representative, On no occasion shall more
than five above powers have right take part proceedings
committee and record votes. Hepresentatives United
States, (in event appointing representative) Great
Britain, Prance and Jtaly have right all occasions,

Hequest

Federal Reserve Bank of St. Louis
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Request for Belgium right all occasions other than those
below, Request land force right on questions relating
damage sea and right arieing under article 260, part
nine, when Japanese intereste under consideration,
Representative Sequinia right when guestions relating
Austria, Hungary and pulgaria under discussion. commission
provisionally appoints sssistant delegates on commission
ad mombers Committee Guarantees also provisionally appoints
membere Trom some service to assist membere vommittee
Guarantees their respective nationalities and to act s
deputies in sbsence such members. Sub-paragraph. Seat
comuittee provisionally raris dut may be transferred with
approval commiesion any other place ineluding Germany,
gub-paragraph, vommittee under direction commission
charged with following duties: firet. To securs
application articles 241 and 248 treaty. second. 7o
supervise application to service of boade prescribed
two sohedule payments of any funds that may be proportione
od as security for payments to be made by wermany in
execution article four said schedule as follows: (a)-
proceeds all cerman maritime and land custome duties
and in particular procesds all import and export duties;
(b)~ proceeds of 25 per cent levy on value all werman
exportes except those upon which levy of not lese than

256 per cont

t. Loui



3=
.6 per cent applied under legislation referred to in
article 9 schedule; (e)=- proceeds sueh direct or in-
direct taxes or any other funds as may be proposed by
verman Government and accepted by committee guarantees
in addition to (opening?) (subseriptiont) for funds
gpecified in (a) and (b) above., :hird. ¥o supervise
payments by German: wovernment in gold of foreign
| currencies approved by committee of funds set adpide for

service of bomds into accounts opened in name of and
supervised by said committee. rourth, Lo assure itself
that no measures taken lieble to reduce proceeds of
funds set aelde aes sabove, In event adoption any scheme
'hato;ovcr liable reduce these procesds uerman Govern-
ment shall notify comuittee guarantees of sald scheme
and latter may require verman Government to substitute
other funds approved by committee for those withdrawn,
Five, To verify and if necessary rectify on behalf of
commission total amount funde set aside for serviece of
bonds,s Six, On behalf commission %o examine German
system taxation as provided in paragraph 12.3 of annex
two (See our B-473 giving amended text paragraph 123,
‘annex two treaty). Seven To verify and if necessary
rectify on behalf commission total amount declared by
German Governmment as being value uerman exports upon
which to caleculate 26 percent payable under sudb-
paragraphs
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FTPN
papagraphs two, three of article four sechedule., Eight.
To take any other measures considered necessary insuring
regular fulfillment ite duties without however inter-
fering with Cerman administration, Sub-paragraph.
Committee guarantees functions as from liay 28."

_EARATERASE

The following were elected at the Uommittee's
first meeting: President, iauclere of rrance; Vice
President, Remelmans of EBelgium, The above-mentioned
were placed on the Commission engazed in the matter of
demarkation and steps were then taken by the Committee
to conclude how the latter should be made up and what
method of procedure shonld be adopteds The members
serving for Serbia and Japan take no part in
demarkation, A temporary selection was made of
assletant delegates and representatives of the service
of finance to serve on the Committee, and Paris was
chosen %o serve temporarily as a place for the
Committee's meoting. his wae done with a view to
make certain, durimg the period of formwation, that the
work of the Commission and the Committee should be
properly coordinated. There is a consensus of opinion
among the delegates that c¢lose relation should exist

betwoen
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D
between the officials of the German Government and
the Committee, that the latter body should know what
measures are being adopted by Germany and the ground
of their adoption and in the event that Germany should
fall to make payments according to the terms of the
schedule, the Committee should be able to understand
why the fallure occurred and whether it was of a bona
fide charscter. It is true that the first duty of
the Committee is to watech over the gquestion of the
bonds in the interests of the holders thereof, bLut it
is a matter of importance also that the judgment of
the vommittee on the matters mentioned above should
be at the service of the Uovernments of the allies and
for the purpose of advieing public opinion throughout
the world, In order that the Committee should perform
the two duiies last mentioned, the Committee should be
supplied with the best advice in regard to economy and
finance., What I have stated above tends to indicate
that, at a later date, the Committee's composition
may be altered and that serlin may be selected
ae 1te féat of operation., However, the financial
guarantors whoe may undertake to sell the bonds to the
investing public will probvably decide as %o the final
composition of the vommittee and ae %0 1its procedure,
If attempt 18 made to sell the bonds tn the ynited States

L marke ts
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ebe
markets it is evident that this would lead to the
purchasers laying down certain conditione as to how the
Committee should be organized and what procedure it
should adopt, indeed representation of an active
character on the Committes may be demanded,
Organization of the Committee is now proceeding
and 1% intende, at an early date, to vieit Berlin for
the purpose of learning what Germany's representatives
have to say respecting ite operations and of conversing
with those representatives. While the Conmittes
maintains its temporary organization Hees and Logan
will, of course, act for the United states ag une
official observers, in view of their previous duties

of sn nnofficial charscter,

I/ E-58




TREASURY DEPARTMENT

AsSISTANT SECRETARY WaShlngton’

Juns 9, }QZ],;
i~
" 3 109
\JU \l 1 T ;"'l
My dear Governor:
In connection with our correspondence as to the
German raeparation payments, 1 enclose for your information
| SRR -
a copy of 2 cablegram from the American Embassy at Paris,
No. 360, transmitting 8 message from this Government's un-

official representative on the Reparation Commission, as to

possible changes in the procedure for handling the repara-
tion payments. It would appear from this message that the
effect which the transfers to this country have had upon the
‘}uro-pean exchanges has not been al together satisfactory from
the point of view of the Commission and the Zuropean Govern-
ments inwlved, and that on this account there is some pros-
pect of relief from similar transfers in the future.
Very truly yours,

F ]
i gam— “~
<y y oy € 4 P 4 -
¥ )4 "
- g # / j 6/ Y ;
4

L.

Benjamin Strong, Esq.,
Governor, Federal Reserve Bank,
New York, N. Y.

1 enclosure.
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29bd mq Washington Dc 9th 444p

Strong.

State Dept has transmitted following paresphrase of a cablegrem from

Boyden, this governments unofficial representative on the reparations
commis#ion; "the commission has become convinced that if the change

is found possible, they must find a way to avoid the risk of loss by
exchange in the matter of Germany's reparation payments. This conviction has
resulied from the change produced by the recent payment transferred to the

US in settlement of Cermanys reparation debt., The commission appreciates

that similar transfers in the future and re-transfers to Furopean countries

may demage the latter. The commission has now under consideration 2 plan that
the German payments should be deposited in Banks of Belgium GreatBritain and
France and Possibly in those of Italy. In this event the Government of the
country in whose banks the peyments are deposited will take the loss by exchange
itself , if there be a loss, and the gain, if there be & gain. " Would be

glad to have stetement of your views. Letter follows.

937a Gilbert
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ACKNOWLEDGED
UL 25 1921
JAMES A. LOGAN uJr B. 5.

Paris, 7 rue de Tilsitt.
6 July, 1921,

PERSOINAL

lly dear Ben,

I have been in Berlin for/the last month, Upon my return
to Paris I found your nice lettervwhich I read and immediately
destroyed., I camnot tell you, 0ld msn, how much I appreciate your
kindness and good advice in this matter, Framkly, I was very much
touched by the tone of your letter which I really sppreciate, While
I felt very much the same as you did about the gentleman in question,
I nevertheless was getting a little bit restless, I definitely made
up my mind some months ago that I would quit the Army at the first
favorable opportunmity. It now looks as if we would have some official
connection with the Reparation Commission, and while I may be fooling
myself, I am inclined to think the Authorities will want me to stey on
as Assistant Delegate, If the situation develops as I see it, and if
I am offered the job, I will immediately resign from the Army, As
Assistant Delegate I would get & good salary and would be in 2 good
tactical position to workﬁj something else, I can cable my Army
resignation at any tine, 70/97/

with ’b1

I hed a most interesting time in Berlin as an obse
the Committee of Guarantees. For your personal and conf
information I enclose herewith draft of a cable report” to the State
Department concerning the work in Berlin, I believe this will interest
you, I also enclose copy of the Schedule of Payments which you will
need for reference when reading the draft cable,

Again all my thanks to you and with warmest personal
regards, I remein,

Faithfully yours,

Jo— a- Fy—o
The Honorable Benjamin Strong,

Governor New York Federal Reserve Bank,
New York.

Federal Reserve Bank of St. Louis
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Committee (mersmtees after two veeks sittings and hearings Germsms Berlin
retwned via Coblensz June twenty ninth, Purpese of meeting srrange prastical
details of Schedule of Puyments BRACKLTS Reparation Cempdscion Ammex 908 BRACKEDE
Discussion was fremk, -Good spirit both sides, Following brief Logsn Hess vepert,

PARAGRAPE (HE Germans Berlin weantod discuss nev index ss suggested subheading
(b) peregreph two artiele four Schedule Payments, Committee refused steting
Reperation Comnission solely competent, Word equivalent in subheaiing (b) unfortumate
beocsuse negessarily mskes new index dependent om old index, Real purpose index is
to measure Germanys oconomic prosperity., If any setisfactowy measure evem discovered,
this langusge mst be changed before cem be adopted, but rfact that present index
paturally temds restrict Cermen exports so hsmpering her ecomomic prosperity
generslly recognized.

SUBPARAGRAPH 4, Germsns reguested defimition word “exports” subheading (=)
artiele four Schednle claiming fallsecy using "total export figwe™ as index
prosperity or as basis snoual paymentis, Peinted out thet index pragtically results
in actusl 267 tax on esch ¢lass exports with result exports vhich cemmot besy burdem
will automatically cesse to disadvemtege not only Germeny but also countries from
which latter buys apd to which Germeny sells, They argued sbility exports beay
%26, not determimeble by viewing industyry ecollectively or cversging wide sergin
industries with nerrov sargin finishing snd comuission business, Comuittee as
result of this discussion referro¢ to Hepsruntion Comdssion following questions
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relatirg to veluation of exports for pwryose of spplying 26/ index: (a) whether
value imported rew material should be dedusted from expert vnlus mmpmfactured
producty (b) Uhould velue goods menufeetured cutside imported by Gerery
merely for purpose resale outside Gerveny be inciunded in exports; (o) Seme
qusation goods foreign origin subject only in Germemy to comdssion operstiomsy
{d) Showld value Sepsarstion deliveries like cosl be included in exportsy (e) Variows
articles are both imported and exported by Gerwsyy, For instomoe ooal, wheat,
Should gross exports be reckoned, or merely exuess exports over imports these
articles,

u::n_zmwo. German propoésl for payments sssured Gerswn esports nineteen
trenty five millisrd gold werks, Shus totel smmusl ebligation three milliard three
handred milidon gold marks, Also sssumed velue deliveries inm kind (a) one
sillisrd three hundred ity militony (b) siso twe hundred sixty mililem Allied
colleotions by leparation Hecovery icts ssewming ell follow British exsmple
reducing collections to 2653 (o) Fovegoing lesves eme millferd six humdred nive ty
million gold marias to be oblnined other source for which they offered Committss
Gunrentees receipts following rovemuss totalling twemty five millisrd paper marks
BRACKEDS flgures revenuss below expressed paper meyks VEDBRACEETG, viss

Jax on capitsl revenne one williard four hundred million
X on sugar e milliard tvo hunired milliiom

Bropdy monopoly one millisrd five lwmdred milliion
sx on tobadoo tvo miliisrd seven hundred milliiom
tax om coal four millisrd five hundred milliiom

Twm-over tax {Unsatsetensy) thirteen milliord seven hundred milliom
UUBPARAGRAPE A, Foregoing revenuss represent impertsnt inaresses T
present receipts Same scurces, In gertein cases lave inerecsing toxes drefted
and before Neichetag, in othar coses lows not drefted, Oermens' caleoulstions
baged on exchinge rete syjvoximstely fifteen puper merks oquelling one gold mawk,
SUBPAIAGIAFEL B, A8 method obtaining foreign exclumge OGermens proposed
igitized for FRASER
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contimuing prosent nethod foreign exchange pwrehsses through Centrel kxchenge
offiee DR AGKNTY Devisensutellungen MIBRACKETS, lLatier office operates as semi-
Govermental sgency purchesing quietly through benis snd bowrses, This office
last year purchased over Whenty three miliferd paper merks foreign exchange,
Paring Jemuary-voy ninetecn twenty one forelygm exchange puwrcheses syproxisated
thirteen aillisrd, 1his exchunge used sceownt Reperetions, Clesring (Offices,
International Postal, Telegroph snd Railvey settlements, essentisl food supplies
ond minor Govermmentsl commitments, Food control tc be relsased shortly, purchases
thereafter open murket.

PARAGUAFH 2THEE, View obvious exchonge uneertainties Committee limits denands
umﬁmmuxﬂ.

PARAGROPH POUT, Comuittee after hearings commmiceted Gorvmns June twenty
eighth 1ts deoisicns in five notes briefed as follews COLON

SUNPARAGR.PH 4 - WOUE (ME QUOIE Gemerel prineiples. Vhile sppreelating
argunenta rroposing substithtion other rescurces tham those apecified peragraghs
a snd b srticle seven Uchedule, Camittee coamot presemt stage sgree so must base
exegution Schedule primerily on resources specified, Comsequently slternative
revenves o roposed omly require consideration so far as speeified resourves not

sufficient to gusrantee full obligation, Note deals separately with (4) obligations
of Gemmsmy for yeer nineteen twenty one nineteen twenty twoy (2) obligatioms of
Germuy futwre years, Distinotion due fact first instalment variable smmily due
only November fifteenth, Comnittee )rovisionslly willing sccept Gersen estimate
nineteen twenty exports velwe five milliard gold msaks, Cosmities provisiomally
adnits value deliveriss kind surrent yeor oms milliard twe lundred sdllien gold
marks, 48 Repsration lscovery set present only in force Umited Kingdom, Comndttee
provisionally sdmits only one humdred fifty milllon gold merks, Provisionally
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sdmits customd yield two humired miliiom gold merks, Flually twenty five pereent
export lewy produges ome millisrd two humdred £ifty milifon gold merks por smmam
less lecovery iet receipts or two handred seventy five million gold mevks per
querter vhich figwre jrovisiomslly sdmitted,

SUBPARBABUPR B, Por year ninetesn twenty one ninetesn twventy two obligations
are CALA (a) four instalmente five Mmdred willienm gold mevksg snd (b) twe
quarterly instalwente varisble wmuity due fifteoonth November wnd fiftewnth Februswy
next, provisiomally estimated am sbove basis at three hamdred twemty five milliom
gold marks each, bligation %o thirtieth April nineteen twemty two therefore Wo
milifard six lumdved fifty milliom gold merks, 7o be coversd by (s) ome =ilifard
g0ld mavks article five Schedules (b) one mililerd two uméred milliion gold mayks
deliveries kindg (o) one hundred fifty million gold warks BDecovery Act, This
leaves balapge three hundred million gold marks required secured bp resources
mm‘mm. Committee socordingly comsiders psyment customs
effective from riftvecnth November next snd peywent lewy twenty five percemt exports
effeotive from fifteenth Pecember next will yield three lumdred million and requests
Germend nake nOORSsary arrangeoents, mmmmw:'um
resort year nineteen twenty ome nineteen twently two to other rescurves those
speeified article seven Zchedules

SUBPsRAGRAPE ¢, For future years impossible exnotly estimate Germmy's
obiigations but provisionslly sssumed ss three milliamrd three lnmdred milliom
gold marks, ©o be covered by (a) deliveries kind ome milljerd two lumdred
milliong (b) Sepsretion Hecovery ict receipts and twemty five percent exporst
levy ome milliard two hundred firty milliong (e} customs two immdred miliion
$otal two milliard six handred Fifty million leaving deflelt six humdred fifty
million gold marks,
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mmm&m.mdmcmumwmw
rovenues. Froposed tax rovemues, as revised by Comcittes, yield ome millismrd
three hundred wmillion gold marks or double smount recuired, Committee willing
ascept fifty pereent yhld provided six umdred snd firty millfom gold mearks
sotually realiszed reserving right recuire larger percentage 1f necessary meet
sny defioit Schedule Feyments, Therofore starting first toy nimeteen twenty
0 Comittes WALl reseive (a) custemsy (b) twenty five perosnt lewy expovts
and (o) in sdiltion such percentsge us necessary of aseigned rovenues propesed
and socepted by Com:ittee,

SUBPARAGRA B B, Comities reserves rights wder article two forty eight
Uveaty o protect service bonds in ull civewsstences UN UGS

BUBPARAGRAPIL Fo  ROIS 0 QUKL - Interprefation of exports und change
index W UXE See perugroph ome and subparngreph 2 this oshle,

SUBPARAGRAPN G, NORE THRME OUOTE - Lovy on Exports, Refers to Gormane
presentation ecomomic mnd political diffieultiss remmiting direct caport lewy
twenty five pewgent parsgraph b article seven Schedule. Htates levy Schedule
Payments not sy aenso tax dut method procuring necossary foreigm velues, COommittee
willing ascept cliernative resources 1f assuring required forsign values but no
sgheme yot advanged fulfills this condition, Under ocircamstonces crmmot remoumnce
export levy wnd roquests Oermans prepals messurcs neeessary to mave levy operative,
committee however sgreed sctusl operation system deferred sudjeet following reserves
and gusrantees, viz COL'N For esch quarterly payment under Schedule Commfitee will
detormine sum representing teenty five percent value exports during previous
quarter with dedustions Recovery Aot collections seme period, Germsns %o pay
this sum in advanos in three equsl instalnes te, vis COLON The first two months
before; the second one momth before «nd balance on quarterly dete fimed by
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Sohedule, A4 regards current yesr, Uomaittes csswmes volue deliveries kind effeoted
singe fay fivst last suf7iclient cover yayments due Februsy fifteenth pest 8o
sbove srrangesent will apply %o regment due Febyusry fifteonth cnd £iret instelnend
peyehle Degesber fiftecnth, (omittee reserves right put direst levy im eperstion
cpy moment, FPoregolng does not free Uermens from obligstion notifying Committes
mmder persgreph olght articls seven iny proposed sotion diminishing receipts teenty
ﬂwamm

SUBPARAGIV PH B, WOEE FOUR CUGEE Ousboms. Fotes Gerwmn diffioulties nesigmee
export cud fmport dnties 53 Fuarentess When Sariffs in tyansitions) Stege SRACKEYS
Germems now enguged negotisting pew oammrolsl tremties snd this rrovision esbarressing
AOBRACKDTS  oiffioulty results from perogreph efight article seven ichedule,

. oustoms ogoordrmce vith conal-ding words pevsgraph ¢ article seven Schedule,
\ notice of proposale affesting custom poliay but Germumy wuet infown Cemmittes

arrengement vhem nmede. Remmoiation holds wntil by first uinetesn twenty two

‘ subjoet remewal but Commitloe resorves right terminating ewmy mement, Payments
} aseount custams start Novembor fifteenth, depostiis being effootsd monthly,
Deposits held im trust until detos When payments bocoms Gue umder srtiole four
Schedule WS VOER

BUBPARAGRAPN 1, NOPE FIVE QUOTE Comtrol Urgemimation, Comrittee ereates
permsnent Delegation Boriin furctiom to verify Germem stutistics nffedting payments
under Zchedule, Comuittes combemplates statistlonl comtrol with cecasfionsl
verifieation Geymen dute ot sources by restricted masber traveling imspecters UN UOIS

PARAGEAPH FPIVE, Cossities hesrd Germang Jwme twenty ninth after delivery
sbove notes, lLatter of fered only tvo cbjeeotioms, vis COLOE (a) Question vecessity
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nu-nmom";mnmmtmu-mmunuummm
Hote pe. Actien hHelohsteg faellitated if list reduced, Committoe asked written
proposalesy (b} Questiomed extensive control implied Fote Five as Mumful Cerman
public opinion., Committec cgreed suspend upplicetion omtemplated contrcl exsept
ereation Perlin Delegotion, ssking Germans in turm to draft plam comtrol inoffemsive
public opinion but covering respemsebilities Committee under Schedmle,

PARAGRAPH S5IX, Germans complained unjustified continuation sconomie ssnctions
Fhiveland, Claiming Phinelond Comndssion lisemsing imports to value between
five hundred million end one williard paper sarics sonthly including luxwry snd othery
articles Germen prohibited list, Drew sttenticn to licemsing foveign importation
spirits for ihineland and refusal permit importsilon into seme territary from large
mm-mmm,utmumnﬁ.mm-m
without inspecticn or duty, GCermsns pointed to effect =1l foregeing on exchsnge
and sbillty meeting peyments service bomds, Comittee on invitation :hineland
Comdssion conforred with Ilattor Coblens June thirtieth, During Conference Byrit ish,
belgisn Commiscioners and Itolian comoereinl cbserver openly expressed views that
egonomic ssnetions sre administered pursly as sametions regardless economie conse-—
quencges. Comuission stated orders Council /wbessedors directed them UNE Vo use
utmost liberslity grenting licenses wherever possible giving preferense importstion
Alljed commodities WMUUME which imstructioms they were following with mo suthority
disregard, Comaission stated Cerman figures value licemsed imports todate exagge-
rated but renl effect would be folt whem formidable deliveries umier three months'
licenses ak slready grented setuslly comvence, Comzission stoted thelr instrustions
contemplated enforcement (erman custome regulations mnd im eddition licensing
imports prohibited by Germen regulstions, legsrding spirits if awy shortage

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



-l

v

supply T3dneland instructions contemplate making good shortsge by forelga
fmport rather thsm by impord from fermayy, Commission stuted licemses granted
volid three months irres_pective comtinmmtion sanctioms,

SUBPARLGRAPH British, Belgiam ond Italisn Members (omuittee Cuarsutees Jointly
presented vesolution preposing Committes advise Allied Governmments (UUCE taking
purely egonomic standpoint and siming enly at execution Schedule Pogymwente conslders
1t ought to polnt out that Sche.nls Payments might be more completely executed snd
bonde prescribed by that Schedule mores fully guarenteed if econosd sanciions
at present in foree in hhine territorles were suppressed UR.UME Freanch member
declined Joining but sgreed with sction Comsittee thot full extract imutes

ingluding resolution be sent officially ly Seevetery Comsittee to eash member

requesting latter tromsmit sene his Govermment which was adopted,

PABAGR:FH SEVEH, Above report refers only Germen peyments under Sohedule,
Does not include payments Cost ‘rmies Jgoupatiom at present estimated between two
hundred forty snd five hundred million gold merks per yoar and clearing office
comnidnents approximating five hundred milliom gold marks within mext tro yeurs,
latter gquestions not falling within pwrview Conmittes,

PARAGRAFH LIGHE, Copies Uerman proposal snd Fotes Committes ineluding
Comxittee's Ihinmelsnd resolution left confidentially with Dremel, isiling
full text of Notes with same commenis,
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June 13, 1921.

Dear Hr. Gilbert:

I am in receipt of your telegram of the 9th, together with your letters
of the 8th and 9th, with the emclosures mentioned, all relating to a poesible
change in the plan mow in operation, by which the German Governmenl iz msking
reparation payments through this market.

We have assumed that ths method 80 employed is practiecally unavoidable
for the following principal reasons:

(1) The Allied governmente would naturally select dollars for a large part
of the paymenis becsuse of the amocunt of the indebtednees ~wing by the Allied
governments aad their citizens in this country.

{2) If the burden of meking paymente in dollars ies placed upon Cermany,
Germany acssumes the risk of loes of exchange in furnishing needed dollars to the
Allied gnvornm@nts;

(3) The United Stgten belng the only country which is free to ship
gold, our exchange would naturally be preferred over others.

(4) Dollars are available for making payments in all parts of the world,
and the possible loes due to & decline below gold parity is eliminated by the fact
that we ship gold.

It is difficult to see how amy arrangement can be worked out which will
be satisfactory in operation, and which will relieve the Allied governments of
poeeible exchange losees, due to the conversion of their own currency into dollsars,
in case dollars are required for meking payment in this country. It scems to me
that the Allied countries are somewhat in the position of & creditor collecting
from a debtor and requiring the debtor to furnish checks upon & bank which is free

from the restrictions of & morstorium, and upon which they can draw with freedom

from such restrictions,




#2 -~ -~ Mr, Gilbert June 13, 1921.

r ~1%had assumed that the ;Bportod delivoryrby the German Covernment of three

months Treasury bills, of which $80 miilions were payable specifically im dollars,

wae due to the cemand of the Allied governments, and arose from the fact that they

enticipated needing that smount of dollars. S
Speculating somewhat upon the future developments of these payments, it

would appear that as Germany is forced to accumulate foreign currencies in order to

make these payments, the mark will decline, due to very excessive issues of their

own currency. A further depreciation in the mark, unless accompsnied by corres-

ponding increases in wages, simply increases the advantage which Germeny now seems

to enjoy over other industrial natione in the cost of production. Il may, there-

fore, be that Germsny will emjoy an advaniage in exporiling manufactured articles to

the other countriees of Europe, and the rest of the world, and thet payment for those

srticles will actually be made by drawing upon the dollars already peid to the credit

of the Allied countries by Germany. If this operatiocn is = coktinnous one, it

would simply mean thot Germany, as has all slong been expected, would ﬁeet her

reparation obligations by exports of goods, and that the banking tramssciicns cover- .

ing these reparation payments and exports would be conducted ia dollars wiih our

bankers. y

thecse

If, on the other hand, /exporis becowe a menace Lo the iudustrial recovery

| in Europe genmerally, we might expect the Allied gouatries, by the imposition of

tariffe on their owa importe, or export duties on German exports, t. ~hsck the flow
of goode out of Germany, in which event Germany would default.
It might be further suggeeted that the industrial etimulatiom would result in
German labor being fully employed, and would lead to unrest smong the laboring
population, demands for higher wagee, better standards of living, and gradually
costs of production would approach production costs im other countries.
These suggestione are made simply to indicste the probability that these
vast paymente by Germany may lead to far-reaching, amnd possibly disturbing, develop- ‘

mente in the world's trade and in the foreign exchanges, =& great evem as those

@nuedkaﬁﬁggged by the fimancing of the war itself.
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s o B June 1%, 1921.

"am not prepared to say thet it would be wise for us to protest againmst

the employment of our banking machinery for the conduct of these transactions. We
muet nmot overlook the fact that the dollars paid into this market must be spemt here,
snd if not employed in paying interest to our goverament on losans made during the

war, it iz quite likely that they will be employed im purchasing American goods by

the Allied goveraments or their citizens; or if smploysd in purchesing goode from
Germeny, they will possibly im turn be used by Germeny, to some extent, in buying
raw materials in thie country.

It is, however, importsat thaet we should know Just what ie planned by
the Repsration Commission, and I hope that Mr., Boyden wiil cable as soon zs any-
thing new develops.

Thanking you for kseping ue informed, I bez to remain,

Tours very truly,

Benj. Strong,
Governor.

Honmorable S. P, Gilbert, Jr.,
Assistant Secretary of the Treasury,
Treasury Department,

¥Washington, D. C.

BSs MM
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He pointed out that, before the war, Great Britain and Gemmany
were the largest exporters of manufactured and partly manufactured
goods, From all mamfacturing countries of the world, the total exports
of the above mentioned articles in 1912 aggregated %1,300,000,000
of which the two countries named were responsible for £700,000,000,

The effect of the 26 per cent tax on German exports and shipping.

On this point he stated that while the tax would compel Germany,
in future competition, to produce goods at 74 per cent of the cost of
correspond ing goods in Great Britain, this would mot be difficult if
wages now current in Germany were not raised, - particularly of those
goods manufactured from her own home produced raw materials, and fin-
ished articles on which the charge for labor i1s a high proportion of
the whole cost.

Another resource to which Germany could turn for means of payment
is contained in profits on shipping, and international banking and
insurance, - all of which are not affected by the 26 per cent tax -
Moreover reduction in wages, owing to the tax, would not be limited
to German export trades; it would affect her shipping industry, and
while ships would be built and menned on the German basis of cost,
fre ight and passenger rates would be on the international level, - in
other words the tax would constitute a bonus or preference to that
amount in favor of German shipping, and also to banking and insurance.

British Trade in danger,

Mr. Mckema proceeded to say: "The conclusion to which I am driven
is that if Germany is able to me et her obligations she will in doing
so gravely impair our own international trade. Her highly developed
manufacturing and commerc ial power brings her into direct campetition

with us more than any other nation in the world, and, whether she pays

through visible or invisible exports, it is our trade that will

be mainly affected. If on the other hand, she fails to meet her
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by unscrupulous speculation.

In 1920 this organization bought 24 milliard paper marks' worth
g pap

f foreign money, that is, about 2 millards a month, equivalent to 170 to
180 million gold marks' worth. These 24 milliards were used for account of
reparations payments, Clearing Offices, International Postal, Telegraph and
Railway settlements, essential food supplies, and minor governmental com=
mitments. The German government hopes by means of a prudent policy to
procure the necessary foreign money to pay &t the dates fixed, but it must
do this without entirely ruining the rate of the mark. The following table

shows the purchases in terms of paper marks, for 1920 and up to June 17, 1921:
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1920 1921

January 836,751,000 January 2,439,310,000
February 1,919,516,000 February 1,625,134,000
liarch 24954,626,000 March 2,368,386 ,000
April 2,129,001,000 April 2,499,717 ,000
May 1,644,841 ,000 lay 3,854,670,000
June 1,446,445,000 June 1 to 17, _2,104,040,000
July 1,154,366,000
August 1,075,295,000 14,891,257 ,000
September 2,353,726 ,000
October 2,717 ,262,000
November 3,164,607,000
December 7 400

23,012,717 ,000
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» MEMORANDUL ON THE GERUAN STTUATION
I -~ Schedule of Reparations Payments

Por 1921-22 the schedule calls for four installments of

' 500,000,000 geld marks each and two quarterly installments of the

variable annuity due November 15, 1921 &and February 15, 1922, pro-

'i,visiOnally estimated at 325,000,000 gold marks each. The obligation

to April 1922 is, therefore 2,650,000,000 gold marks., This is to Dbe
covered by 1,060,000-gold marks payable in accordance with the regular
quarterly schedule and 1,560,000,000 gold marks deliveries in kind, and
150,000,000 gold marks payable under the Recovery Acte This leaves a
balance of 306,000,000 gold marks required secured by resources include
ing the proceeds of @ll Germen maritime and land customs dues, and in
particular the proceeds of all import and export duties, the proceeds

of a levy of 25 per cent, on the value of all exports from Germany (with
certain exceptions), and the proceeds of any direct or indirect taxes as
may be proposed by the Germén government and accepted by the Committee of
Guarantees in addition to the specified taxes. The Committee of Guarantees
decided that the payment of customs should be effective from November 15
and the payment of the 25 per cent. export levy should be effective from
December 15, and should yield 300,000,000 gold marks.

For future years the Committee of Guarantees has stated that it
will not be possible to estimate Germany's obligations, but provisionally
assumed the annual sum as 3,300,000,000 gold marks, this to be covered by
1,200,00022214 marks deliveries in kind, 1,256;000,000 Reparation Recovery
Act receipts and 25 per cent. export levy, and 200,000,000 customs receipts,
& total of 2,650;000,000 leaving & deficit of 650;000,000 gold maerks to be

covered by additional assigned revenues. Proposed tax revenues as made by

the Germen government and accepted by the committee yleld 1,300,000,000 or

double the amount requireds The Committee has stated it will accept 50 per
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cents 0of the yield of these taxes reserving the right to require a larger
amount if necessary to meet any deficit in Reparation Payments. These
payments include only the actual rep&ﬁi%iiféu??%;ﬁigtg include the cost
of the armies of occupation estimeted at 24550005000 gold marks per year
and clearing office commitments estimated at 500,000,000 gold marks within

next two yearse.

11 - Ge Exc ge Si tion.
In order to provide the exchange for the reparations payments

the German government has mede use of the Central Bxchange 0ffice, a

limited liability corporation organized in 1914, guaranteed by the common~-
wealth, which works very closely with the large banks through the medium
of the Reichsbank buying foreign money with paper marks. OSince this

foreign currency is the normal produce of commerce it is to the advantage

of the banks to sell the surplus currency at their disposal.

The government has attempted to prevent the banks from buying
such currency and reselling it &s a speculation amd has also tried to force
the people to declare their holdings of such money, but the purchases of
exchange by the Central Bureau has had a disturbing effect on all the ex~
change markets mainly because of the active and powerful speculation in
Germany and other countries. ©Speculators buy foreign exchange, preferably
U. S, dollars, with Reichsmarks knowing that the German government must in
turn buy this exchange from them in order to be able to meet its reparations
paymentses The continuous rise of foreign exchange in Germany as compared
with the Reichsmark has induced everybody to hold beck in offering foreign
exchange, thereby practically closing the exchenge market to the German
government . According to Herr Bergman, Pinancial Representative of the

German Governmment in Paris, the German government is in a "corner" formed
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TREASURY DEPARTMENT

Washington,

June 17, 1921.

Dear Bens \

Herewith is a copy of cablegrém ;utlining the provisional
plan of orgenization of the Committee on Guarantees, formed in connec=-
tion with the carrying out of Germany's agreement to pay reparations.
There is a good deal of information in this which is not of importance
but I thought you might like to have the whole thing as a record in
case of matters turning up in the future regarding the activities of

this Committee. Please trezt as confidential.

Very truly yours, \

Honorable Benjamin Strong,
Governor of the Federal Reserve Bank,
New York, N. Y.

Enclosure.

oo
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ASSISTANT SECRETARY OF THE TREASURY
WASHINGTON

June 17, 1921.

My dear Governor:

1 have recei_ved and read with great interest
your further letter\é‘ June 13, 1921, in regard to the
reparation payments, and have transmitted a copy, to-
gether with a cooy of _:JOU r letter of May 31lst, to the
State Demartment for its information a2nd attention. 1
am glad that you took this occasion to outline your sug-
gestions and to emphasize the important bearing vhich
the need of the Allied Governments for dollars has on
the situation. The special /attention of the State De-
"mrtment has been called to the importance of prompt
advice from lMr. Boyden vhenever there are any develop-
ments in connection with the reparation payments. I
shall, of course, arrange to send you copies of any
further cablegrams /and other advices in the matter as
o

soon as they are received by the T reasury.

Very truly yours,

A luty

Benjamin Striong, 2sq., - o
Governor, Federal Reserve Bank,
New York, /N. Y.
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ASSISTANT SECRETARY OF THE TREASURY

WASHINGTON

June 17, 1921.

1 - r et )
wy dae overnor:
in action with my earlier letter of
h 3 ta he t Y it y \ ¢ ] y
this 8 a4bo1 a ion amis, nelo s {0
your € 1l inforr tion CcO > of nrase
" o pahl agran . emi t1 - € o e th e tate
\,I ~ P Abn i AN £ A
) t t Rov t e ] k-9 |
Department t¢ . len, date s 1921 5
o & 4 " MO S v ¥ v ba sanant
i propo 1 eIl 01 0 C AT O ) J
" . 4 il $ ] +a4 The¢
in th nurcnase o 00U § 1N ne vnivted otailes.
i Y ~ nst » a] vV 3 this m af o
»V.h ~ ¥ "C - A VA VIl AN .
+ : : 1 4 = - =
and it occurred UO i ni cht interest you.
Very truly yours
a - y {
/ g
4 4
y ) v §
//
¥
—y - S HNan
Sen n Strong, Esq.,
A .~ Y Tad 3 3 v Ray
Governor, Federal Reserve Bank,
Vaw Va1 !
NOW I[Q0TK, M .
enclosure.
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CcorY G,’) g, 7

UNITED STATES UNOFFICIAL DEIEGATION
REPARATION COMMISSION.
462,00R29/837 7, rue de Tilsitt,
Paris, PFrance,
17th June, 1921.
My dear lir. Secretary:

I beg to acknowledge Assistant Secretary Fletcher's
letter of June 34 with enclosures.

I called the attention of the Department to this matter
because it was obvious that purchase by or for the Reparation
Comission off dollars in comnsiderable amounts would add a
disturbing factor of importance to the exchange situation.
This actually proved to be the case and the Commission re-
ceived protests from bankers and from govermments. The dif-
ficulty was not confined to the original purchases, because
it will later be necessary to bring the money back to Ewrope,
which involves the same sort of disturbance, reversed.

The result has been an effort by the Commission to pro-
tect itself against the risk involved in holding payments
made in various currencies other than the dollar, and for the
present at least this has been accomplished. The arrangement
involves the assumption of the risk by various governments
interested in reparations and in view of their assumption of
the risk, the Reparation Commission gives them the profit,
if any.

The arrangement is provisional and may be terminated by
each government or by the Commission at any time, No govern=
ment has yet been willing to assume the risk beyond a definite
amount, so that if the payments by Germany should reach propor-
tions now unexpected, the scope of the arrangement would have
to be enlarged or else the Cormission would revert &gain to
the purchase of dollars.

I enclose a copy of the arrangement which is now in force
with Great Britain, France and Belgium. It is possible that
Italy mey make the same arrangement.

The deposits still remain deposits to the credit of the
Reparation Commission. ZEngland confines its gusrantee to
sterling; France extends its guarantee beyond francs to curren-
cies of certain other comntries. There is & definite advantage
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to the governments in making available to the banks, which
are comected with governmental operations, larger deposits
then would otherwise be available, and France at least sees
an advantage in having part of these deposits available in
currencies of cowmtries other than France.

As the proceedings of the Comission are confidential,
the document enclosed is also confidential and it may perhaps
be undesirable that the details of these govermmental arrange-
ments should go beyond the Department itself.

Yours very truly,
(Sigmed) R e Boyden.
The Secretary of State,

State Department,
Weshington, D. Ce
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France agrees to guarantee French francs, & sterling
and other currencies within the limits defined below
to an amount equivalent to 100 million gold markse

The limits to which France is prepared to guarantee
currencies other than French francs and pounds sterling
are -

Swiss francs ¢ ¢« « ¢ ¢ ¢ ¢ 36 million

Dutch £1orins e « ¢« ¢ ¢ ¢ 30 "

Norwegian, Swedish or
Danish crowns.

)
o

Pesetas o ¢ ¢« ¢ ¢ o ¢ ¢ o 15 o

France desires, with regard to the currencies
guaranteed by her, that payments should be made by
preference over all other currencies in Swiss francs
up to a total of 20 million Swiss francs.

The Commission decided to accept psyments made by
Germeny in the currencies indicated above provided that
they fall within the limits stated.

The Govermments of Great Britain, France and Belgium
will have a prior claim to take the risk on exchange result-
ing from payments made by Germamy in their respective
national currencies up to a limit of 10 million pounds
sterling for Great Britain, 100 million gold merks In
French franecs for France, 25 million gold marks in Bel-
gian francs for Belgiume The payments thus made will
be deposited to the account of the Reparation Conmission
in the national bank of the guaranteeing Power if these
payments azre made -in the currency of that Power. If they

_are
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are made in another money, they will be deposited

either to the account of the national bank of the Power
concerned in a bank chosen by it and situated on the
territory of the Power in whose currency the paymsnt has
been made, the state national bank remaining responsible
vis a vis the Reparation Commission - or directly to the
account of the Reparation Cormission in a bank chosen by
the Commission and situated on the territory of the
Power in whose currency the payment has been made,

Bach of the guaranteeing Governments will receive
from the Reparation Commission full authsrity to convert
at any time into other European currencies the sums in
connection with which they assumed the risk of exchange.
The Governments concerned will notify the Reparation
Commission without delay of any such operations as it (sic)
may undertake. No conversion into dollars will be made
except after an agreement betwesn the various guarantee-
ing Powers .

In order to calculate the credit in gold marks to
be given to Germany for payments in European currencies

| effected in virtue of the present arrangement, the Com-
mission decides to adopt hot the rate of exchange of the
day of payment but the average of the rates of the day
of payment and of the two preceding days.

The
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The rates adopted as the basis of conversion will

be the following =

For pounds sterling - the average of exchange.indicated and
certified by the Bank of England of the
pound to the dollar on the London Market.

For French francs - the official rate of exchange of the
French franc to the dollar in Paris.

For Belgian francs - the official rate of exchange of the
Belgian franc to the dollar in Brussels.

For payment in Swiss francs, Dutch florins, Scandinavian crowns,

and pesetas - the gold mark c?edit will be calculated in the

following manner -

The value of these currencies will be calculated in French

fraﬁcs at the average of the rates of exchange prevailing

between them and the franc on the Paris Bourse on the day

of payment and on the two preceding days. The franc value

thus obtained will be translated into dollars at the aver-

age rate of exchange of the franc to the dollar on the

Paris Bourse for the same days.

The Commission reserves the right of the Italian
Government to make a proposal analogous to those which
have been made by the wovermments of Great Britain,

France and Belgium.

Federal Reserve Bank of St. Louis
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June 20, 1021.

Dear Eliot® /
Al g
I am pleased to have the copy of csble y enclosed

in your letter of June 17, outlining the provieional plan of
organizatioa of the Committee on Gusrantees, formed in commection
with the carrying out of Germany's sgreement to pay reparations.
I shall appreciate your keeping me edvised as to these matters,
and shall ireat the informatica strictly confidential.

¥With meny thenks,

Yours very truly,

Honorable Eliot Wadsworth,
Aesistant Secretary of the Treasury,
Treasury Department,

Washington, D. C.
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June 20, 1921.

Dear Eliot# f ‘4
I am pleased to havs the copy of caéf;LgLL, enclesed
in your letter of June 17, outliniang the provieional plan of
organizatioa of the Committee on Guarantees, formed in connection
with the carrying out of Germany's agreement to pay reparations.
I shall appreciate your keeping me edvised as to these matters,
and shall treat the informatica strictly confidential.

¥With meny thenks,

Yours very truly,

Honorable Eliot Wadeworth,

Aesistant Seecretary of the Treasury,
Treasury Department,

Washington, D. C.

ederal Reserve Bank of St. Louis



June 20, 1921.

Dear Eliot:

Formal scknowledgment of youre of June 17 bas been for-
warded. This is just a personal line to suggest the wisdom of
baving Boyden and Logen impressed with the need of transmitting
information regarding possibls pending decisions Dy both the
Commission and the Committee in all matters relating to Germany's
bwmumawmm,md@muwtvpnnm?qmmmbﬂwcﬁue
decieione are made, or policies are adopted by either body.

I suppose it ie superflucue to emphaeize this, but
whenever it ie possible for them to convey such information in time
to heve it studied over here before action is taken, we will certainly
find it an advantage to us to have it in advance.

Yours very truly,

Honorable Eliot Wadsworth,

Department of State,
Washington, D. C.
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June 20, 1921.

My dear Mr. Gilbert:

I am grateful to you for copy of parsphraee of
a cablegram trensmitting a message from the State Depart-
ment to HMr. Doyden, dated May 24, which you so kindly
enclosed in your letter of June 17.

Yours very truly,

Honorable S, P. Gilbert' Jr”
Aegistant Secretary of the Treasury,
Treasury Department,

Washington, D. C.

GBy ¥
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June 20, 1921.

My dear Mr. Gilbert:

I thank you for your note of the 17th, enclosing a copy of a
paraphrase of a cablogran trsnemitted by the Department of State to
Mr. Boyden, dsted May 24, which errived during my ebsesnce, and has been
acknowledged by my secretary.

i csn hardly exprese an opinion in regard to the purpose of
the communication to ¥r. Boyden without some further knowledge of the
amount and terms of the proposed loam. Foselbly you will be able te
keep me further informed.

The comment might be mads, however, that certein of the Allied
governments muy mot view with faver s proposal contemplating priorities
of this character. At any rate, so long as the firut%?eparation paylent
stipulated to be mede by Germeny before September first ie still most
uncertain as to cenclusion.

Yours very truly,

Benj. Strong,
Governor.

Honorable S. P, Gilbert, Jr.,
Assistant Secretary of the Treasury,
Treasury Department,

Washington, D. C.

BSOS Ml

http://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

Jwme 22, 1921.

ASS|ISTANT SECRETARY OF THE TREASURY

WASHINGTON

My dear Govemnor: /

1 received your letter of June 20, 1921, with
regard to the cablepg’:;m fram the Deparp.ugnt of State to
Mr. Boyden as to the proposition madeby certain New
York bankers for a loan to the Gema.n Government, with
certain priorities over repara,tions. 1f 1 receive any
further information in the gxéjtter, I shall be glad to
advise you.

Very truly yours,

(f A N

=~ /, ok

/';L

Ben jamin Strong, Esg.,
Governor, Federal Reserve Ba.nk,
New York, N. Y.

Federal Reserve Bank of St. Louis
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ASSISTANT SECRETARY OF THE TREASURY
WASHINGTON

June 30, 1921.

Dear Ben:
L\wo \v\

You wrote me a little while ago about the desirability

of having prompt information as to decisions of the Reparation

Commission about payments end other matters. I took this up

with the State Department ané now have a letter saying that

they have cabled Boyden asking that such information be for-

warded.

Always yours,

(

Honorable Benjamin Strong, \
Federal Reserve Bank,
New York, N. Y.
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Green
Paris
Dated July 6th, 1921

Recd, 7th, 525pm,

Secretary of State,

Vashington, D, C,

Section one,

431, July 6th, © pm,.

B=511, Committee guaranteed after two weeks sittings and
hearinge Germens Berlin returns of via Coblenz June 29th, purpose of
meeting arrange practical details of schedule of payments (reparation
commiseion ennex 908), Discuseion wae frank, good subject both sidess
Following brief Logan-Hess report,

One, Germans Berlin wanted to discuss new index as suggested
sub=heading B, peragraph two, article four, schedule, Payments committee
refuved steting reparation commission solely competent, Word equivelent in
sub-heading B unfortunate because necessarily makes new index dependent
on old index, Real purpose index is to measure Germany's econcmic
prosperity, If any setisfactory measure ever discovered this language
must be changed before can be adopted but fact that present index naturally
tends restrict German exporte B0 hampering her eccnomic prosperity generally
recognized sub~paragraph Ae Germans resistance to definition of word
experts sub=heading A, article four schedule cleiming fallacy using
(total export figure) as index prosperty or as basis of annual payments,
pointed out theat index practically results in actusl 26 per cent tax.on
each class exports with the result exports which cannot bear burden will

automaticelly cease to disadventage not only Germany but also'count;iea
rom
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from which latter buys and to which Germany sells, They argued ebility
exporte bear 26 per cent not determinable by viewing industry collectively
or averaging wide margin industries with narrow margin finishing and
commission bold attempts Committee &s & result of this discussien referred
to Reparation Commission following guestions relgting to valuation of
exports for the purpose of applying 26 per cent indes: (A), whether
velue imported raw material should be deducted from expert velue
manufactured product; (B), should velue goods manufactured outside
imported by Germany merely for the purpose of resale ouitside Germany be
included in exports; (C) same question goods foreign origin subject only
in Cermany to commission operations; (D), should velue reparation deliveries
like ccal be included in exports; (E), various articles are both imported
and exported by Germany, for instance cozl, wheat., Should gross exports
be reckoned or merely excess exports over imports these articles,

T;Q. Germen proposal for payments éssumed German exports 1920
at five millierd gold marks, thus total annual obligation three milliard
three hundred million gold marks. Also assumed velue deliveries in kind,
(1), one milliard three hundred and fifty millien., (B), alsc two hundred
sixty million allied collectione by reparation recovery acts assumed follow
British example reducing collections to 26 per cent. (C), foregoing
lecves one milliard six hundred ninety million gold marks to be obtained
other scurce for which they offered committee guarantees receipts follewing
revenues totalling 25 milliard paper marke (figures revenues below
expfassed paper marks), viz, tax on capital revenue ome milliard four
hundred million, tex on sugar one millierd two hundred million, brandy

monopoly one milliard five hundred millien, tax on tobacco twe milliard
seven
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* seven hundred million, tex on coal four milliard five hundred millien,

- -3

turn over tax (unsatze Tener) thirteen milliard seven hundred million.
Sub-paragraph (A), Foregoing revenues represent importent increase
present recqipts same sources, In certein cases lawe increasing taxes
drafted and before Reichstag, in other ceses laws not drafted, Germans
calculations based on exchange rate approximatel& 15 paper marks equaling
one gold mark, Sub paragraph (B)s As method obtaining foreign exchange
Germans proposed continuing present mgthod foreign exchange purchases
through central exchange office (devisen Zuteilungen), Latiter office
operates as eemi-geovermmental egency purchesing quietly through banks
and bourses, This office last year purchased over 23 milliard paper

; marks foreign exchange. During January-May 1921 foreign exchange

i purcheses approximated 13 milliard, This exchange ugbd account

| reparations clearing offices, international postsl telegraph and raile

way settlements essential food supplies and minor govermmental

| commitmentss Food control to be released shortly, purchases thereafter:
open market,

Three, View obvious exchange uncerteinties committee
limite delinquent on Germany to gold mark values,
Four, Cemmittee after hearings communiceted Germans June

28th, ite decisione in (?) notes briefed as follows: sub-peragraph
A, note one "general principles", While appreciating arguments proposing
substitution other resources than thoee specified paragraphs A and B
article seven schedule committee cannot prosent stage agree so must

bage excepted schedule primarily on resources specified, Consequently

altermative revenues proposed only require consideration so far as
specified
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specified resources ﬁot sufficient to guarantee full obligetion, Note
deals separately with; (4), obligetions of Germany for year 1921-1922;
(B), obligations of Germany future years, Distinction due fact first
installment variable amnuity due only November 15th, Committee
provisionally willing to accept German estimate 1920 exports velue
five milliard gold marke. Committee provisionally adnits value deliveries
kind current year one milliard two hundred millien gold marks., As
reparation recovery esct present only in force United Kingdom committee
provisionally admits only 150 million gold marks., Provisionally admits
customs yield two hundred million gold marks. Finally, 25 per cent
export levy produces one milliard two hundred fifty million gold marks
per anmmum lese recovery acte receipts or two hundred seventy-five
million gold marks per quarter which figure provisionally admitted
sub=paragraph B, For year 1921-1922 obligations are: (A), four
installments five hundred million gold marks, end; (B), two quarterly
installments does not affect annuity due 15th, November and 15th February
next provisionally estimated on above basis at 325 million gold marks
each, Obligation to 30th April 1922 therefore two milliards 650 million
gold marks, To be covered by (A) one milliard gold marks article five
schedule, (B) one milliard 200 million gold marks deliveries kind, (C),
150 million gold marks recovery acte This leaves balances 300 million
gold marka required secured by specified article seven schedule,
Committee accardingly considers payment customs effective from 15th L
Bt iy e 7’.1/ x/o/m/x/f/a:tw P N"JA«/ A
November next will yiel 300,000,000 and rédquestes Gemeans mel

necessery arrangements. Provided above estdmates realized not necessary
resort
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resort year 1921-1922 to other resocurces those specified article

seven schedule, Sub-paragraph C, For future years impossible exactly
estimate Germany's obligations but provisionally assumed as 3,300,000,000
gold marks., To be covered by (A), deliveries kind 1,200,000,000;

(B), reperation recover§ ect receipts and 25 per cent export levy
1,250,000,000; (C), custome 200,000,000, total 2,650,000,000 leaving
deficit 650,000,000 gold marks, Sub=paragraph (D), Foregoing deficit
must be covered by additional assigned revenues, Proposed tax revenues
as revised by committee yield 1,300,000,000 gold marks or double

amount required. Committee willing to accept 50 per cent yield

provided 650,000,000 gold marks actually realized reserving right

require large percentage if necessary meet any deficit schedule

peyments, Therefore starting first May 1922 committee will receive

(A) custems; (B) 25 per cent levy exports end; (C) in addition such
percentage dgs necessary of assigned revenues proposed and accepted by
committee, Sub-paragraph (E), Committee reserves rights under article
248 treety to protect service bonds in all circumstances. Sub-paragraph
(F), Note two "interpretation of exports and change indes", see paragreph
one end sub-paragraph (A), this cable, Sub-paragraph (G), Note

300 ( ) levy on exportse (Ranking?) Gemans presented economic and
political difficulties resulting direct export levy 25 per cent paragraph
B, article seven schedule, States levy schedule paymente not any sense
tax mut method producing necessary foreign values, Committee willing to
accept alternative resources if assuring required foreign velues but no
scheme yet advenced fulfills this condition, Under the circumstances

cannot renounce export levy and requeste Germans prepare measures
necegsary
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necessary to meke levy. Opinion committee however agreed actual

system deferred subject to following reserves and guarantees viz:

for each quarterly payment under schedule committee will detemmine

sum representing 25 per cent wvalue exporte during previous quarter

with deductions recovery act collectedly same pericd. Germans to pay
this sum in advence in three qual installments, viz, the first two
monthe before, the second one month before, and balance on quarterly
date fixed by shedule. As regards current year committee assumes

velue deliveries kind effected since May first last sufficient cover
payments due February 15 next so above arrangement vill apply to payment
due Februery 15 and first installment paid on Décember 15th, Committee
reserves right to put direct levy in operation any moment. Foregoing
does not free‘Germans from obligation notifying committee under paragraph
eight article seven any proposed action diminishing receipts 25 per cent
levy". End Section one,

WHITEHOUSE
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‘ ACKNOWLEDGED

THE UNDERSECRETARY OF THE TREASURY 5
WASHINGTON JUL 101921

3. 8. .
aanly-2l, 1921, .
> 813 ‘\\

- "}'\,; .

My dear Governor:
I enclose for your confidential informa-
tion a copy of a cablegram dated July 6, 1921,
which has been received from the American Embassy
at Paris, with further reference to the German
reparation pgyments.
Very truly yours,

-~ ”::_4 2
/

A
.

: -

V

\
b

Benjamin Strong, Esq.,
Governor, Federal Reserve Bank,
New York, N. Yo

1 enclosure.
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COEIX

DEPARTMENT OF STATE
Washington
July 11, 1921,

In reply rafar to
TA «462,00R29/637

The Honorabla
Ths Sacratary of tha Treasury.
Sirs:

Rafarancs is made to your latter of May 24, 1921, regarding
tha intarest of ths Traasury and of the Fedaral Raserve Bank of
Naw York in reparation payments mads or to b2 made by Germany.

A copy of your letter was transmitted to Mr. Boyden, tha
Unofficial Amarican Delagats on the Rsparation Commission, and
hs has now transmittsed to the Department furthsr details in ragard
to the arrangsments mads by tha Raparation Commission to protasct
itself against eaxchnange risks. A copy of Mr. Boyden's lattar and
anclosurs ars forwarded harawith. You will nots that the snclosurs
is transmitted in strict confidenca,

I hava the honor to be,Bir,

Your obadisnt servant,
For tha Secrstary of State:

(SGD,) F. M. DEARING,
Assistant Sacratary.

Bnclosura,
Copy of latter of
Juna 17, with anclosurs,

Federal Reserve Bank of St. Louis



July 18, 1921.

Dear Mr. Gilbert:

; I thank yocu for your letter of July 11, enclosing
copy of cablegrem, dated July 6, 1921, received from the
American Embassy at Parie, in reference to the German repara-
tion payments, vhich‘you forwarded to us for our confidential
information.

Youre very truly,

Benj. Strong,
Covernor.

Honorable S. P. Gilbert,Jr.,

Undersecretary of the Tresasury,

Treasury Department,

Washington, D. C. .
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CONFIDENTIAL July 15, 1921.

Dear Mr. Gilbert:

Referring to your favor of July 11, enclosing copy of cablegram dated
July 8, on the subject of German reparation payments. It containe so many
references tc previous communications and to documents to which we have not.
access, that much of it I cannot understand.

1t appeare that the proposals now under congideration contemplate
three general methods of paymente:

(1) Deliveriee in kind.

(2) Payments which will be made abroad to the Allies under the head
of "reparation recoveries.”

(8) Payments which will originmally be assembled by Germany in marks,
and which must be converted into foreign currencies either by Germany before
payment, or by the Allied governments after receipt. It is with this fund that
wé are more concerned than any other, as the process of conversion ie what
disturbs the exchanges. Do you feel that we are adequately advised by experte
og the ground on this particular phase of the matter, so that unneceesary ex-
change disturbances, detrimental to the intereste of this country, may be avoided!

On the whole, and in the long run, I do not think it will be to our
ultimate dieadvantage to bave these payments "banked™ (o to epeak,) in this
country. It ie during the process of accumulation of dollars that we suffer
the"growing'paine." Unce the dollars are accumulated, however, they muet be
- employed in this country by the Allied governmente, or by those to whom they are

traneferred by the Allied governments in the purchasee of goods, or in the psayment

|
ouis



' o N ' July 18, 1921

of debts. The probable ultimate effect, under existing conditions, will be to

facilitate our exports, or where debte are owingz in thies country to facilitate
their collection.

It seems to me thst our policy should be directed towarde regulating
the methods e;plbyed 80 thst a minimum of fluctuation inm exchange will result,
recognizing all the time that the intermediate exchange disturbances, while a
disadvantage, will ultimately lead to our own gain.

If these -atter; are reaching a point of decieion, I further tnka the
libert} of suggesting the advieability of a conferemce of well posted foreign
exchange men, who might indicate a course of procedure as & guide to the
Treasury im keeping track of thie affair.

Yours very truly,

Ben j. Strong,
Governor.

Honorable 8. P. Gilbert, Jr.,
Undersecretary of the Treasury,
Treasury Department,
Washington, D. C.

BS: MM

igitized for FRASER
ttp://fraser.stlouisfed.org/ L 1

eral Reserve Bank of St. Louis 1 N . R A e b it e e



T ¢ )

VHL Green
Paris
Dated July 16, 1921
Recde 9315 Pels
Secretary of sState,
Washington, De Ce
449, July 16, 5 P.M.
B-515. Bergman today in a conversation with Logan regarding
Germen payments stateds
Firste Germany peid to date three hundred million account first
millierd leaving seven hundred million gold marks payable before August
3lste This balance partly already covered but Germany still short fouf
to five hundred million gold marks foreign exchanges This fact common
knowledge results in wholesale selling of paper marks by speculators who
buy foreign exchange, preferable dollarse
Seconde There is a real explanation of the present rise in dollar
exchange as compared with all foreign exchange though in the begimning this
rise probably attributable to dollar purchases under instructions Reperation
Commission in comnection with first payments. RExchange rates other European
countries follow movement of paper mark relation dollares From May to
middle July cable rate pound sterling fell from $4.00 to 3.65,guilder fell from
«35 to about .32, When mark rose lately New York from 1,28 to 1e35 correspond=
ing improvement reflected other European rates; no other explanation is possible
except speculation.

Thirdse This situation will be aggravated, perhaps result in crisis

affecting all European oxchanges unless remedied, Suggests as remedy extension
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of time, say three months for paymeﬁt.' Ordinarily German Government easily
secures 150 gold marks monthly therefore extension would permit purchases, but
more important still would hamper speculators who now have absolute certainty
to work onj thinks therefore effect of formel extension would be to permit
Germany to fulfill obligation by August 3lst without teking advantage of exten-
sions German Govermment for political reasons cannot request extension but
hopes Reparation Commigsion may in interest not only Germany but in general
interest suggest foregoing remedy”.

Bergman's foregoing views as to result of extension probably too
optimistic. Believe British, French, and Belgian treasurys considering
proposal and that question will probably come before Commission shortlye
Suggest our Treasury and Federal Reserve be immedistely and confidentially
advised of situ;tion. Boydene.

HERRICK,
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UNITED STATES UNOFFICIAL DELEGATION
REPARATICN COMMISSION

1;%\ 7 rue de Tilsitt
‘F",’/ Paris, France,
July 18, 1921.

Hon, Benjamin Strong,
Governor, Federal Reserve Bank,
New York City, U. S. A

My dear Ben:

I have gathered from seeing copies of your recent letters
to the Treaswry Department that you are quite interested in

the German exchange situation, Boyden has asked me to forward
you some additional data on this subject, which I do with great
pleasure.

oA
In the previous lettep, in which I sent you a copy of our
cable report to Washington, the German exchange situation was
fairly well covered. However, I am enclosing herewith copy of
C,&;Qf'ﬁv a report from the Gemeral Secretariat of the Committee of Guarantees
e on the acecount given by lMr. Ritter of the German Government, on
June 18, of the functioning of the Devisenbeschaffungsstelle.
This latter office was referred to in owr cable as the Central
Exchange Office.

As Exhibit B, I enclose & list, showing the amount of paper
marks used by the Central O0ffice in the purchase of foreign exchange
during the years 1920 and 1921 from January to the seventeenth of
Junse.

Exhibit C will show the detailed transactions of this same
office, from January to May, 1921,

As Exhibit D, I enclose copy of a memorandum, which was prepared
for me by Herr Bergman, following a conversation I had with him on
July fifteenth, relative to the exchange situation as he sees it.

This memorzndum served as a basis for the dispatch we semt to the
State Department July 16, 1921, a copy of which you probably now have,.
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Bergman is a confrere of Melchoir Warburg et al Hamburg.
He is the FPinancial Representative of the German Government in
Paris, and it is thru him that the Reparation Commission maintains
general liaison with the German Govermment. I am inclined to
think that Bergman's views as to the immediate situation are
somewhat pessimistic, I am, also, inclined to think that the
results of his proposed extemsion of time are somewhat optimistic.
However, it is interesting.

I am sending the foregoing letter to you by safe hands, and
I know you will agppreciate the confidential character of the
information.

Faithfully yours,

70‘._ G T

JAL/SR
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Dear Mr, Wadsworth: s

Replying to your note olt/:uly 18, enclosing a copy of Ambassador
Herrick's cable of July 16, B-516, the following comments ocour to me:

First: It is, I believe, common knowledge that Germmany is still
short a very large but unknown amount in balances availablo for reparation
peyments., It puta the exchange market and exchange dealers generally in the
position of being able to trade against a very large short account in
exchange which must be covered and does oreate & somewhat hasardous sit-
uation in the exchange market,

Second: Any considerable movement in the major exshanges (that
is, in the rate for sterling in New York or dollars in Lendon) will be re-
flacted under present conditions to a more or less corresponding degree in
all other exchanges by reason of the arbitrage.

Third: As to dollars already acoumulated and those which may
be hereafter asccumulated in an orderly fashion without # due disturbance
to rates, there will be an ultimate advantage to this country besause these
ocredits once established here must ultimately be employed in this country,
either in paying debts o our Government or our citizens, or in the purchase
of goods in this country. The disturbance to the exchange market resulting
from the use of these dollars by the foreign Governments which control them
will be much less and much emsier to control than will the disturbance ccca~
sioned by the enforced acoumulation of dollars by Germany at a rate beyond
vhat the normal development of exchange permits,

Fourth: Avoidance of extreme and violent fluectuation in exchange
i9 the object to be attained by regulatidm, Regulatioen necessarily implies
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that aceumulation shall not be attempied by Gemany at a rate greater than
exshange would normally be oreated by trade or than can be ersated by the
floating of Loans and the arrangement of similar eredits in currencies which
Germany seeks to acoumulate,

My personal beliaf is that Cemmany camnot and should not dbe
allowed to make payments at & rate greater than that which is poseible
under existing world trade conditions and credit conditions. This means
slowing down the rate of reparation payments and probably deferring te
some extent the conclusion of the immediate payment now pending,

There is some foree in the suggestion thet, if an announcement
of an exteansion is made, the extension vill be less needed than Aif no
such anmouncement is made,

The whole subjeet of the reparation payment opens up j.‘;" vista
of speculation as to possible consequences, which T believe, in the interest
of our own commerce, should be studied and understood and, when understoed,

effort should be made to influence a reasonable control of the operation,

Yauss wawy dvnly.

Henorable Eliot Wadsworth,
Assistant Seoretary of the Treasury,

waghington, D, C,
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THE UNDERSECRETARY OF THE TREASURY

WASHINGTON

CONFIDENTIAL. July 20, 1921.

liy dear Governor:

In connection with my previous correspondence
as to the reparation payments made or to be made by
Germany, I enclose for your confidential information
a copy of & letter dated July 11, 1921, from the
Assistant Secretary of State, together with copies
of the enclosed report under date of June 17th from
lir, Boyden, end the draft decisiom of the Reparation
Comnmission, dated June 16th. The Treasury will be
glad to have eny comments which you mey wish to offer.

Very truly yours,

- -
)i

< e,——\/‘;'
) % ' 4
) o T ! ‘7'
N ¢ g ’ :’i/\\\
J
Benjamin Strong, Esd.,

Governor, Federal Reserve Bank,
New York, N, Y.

Enclosures.
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July 21, 1921.

CONFIDENTIAL

Dear Mr. Gilbert:

Thank you for your confidential note of July 20, enclosing
certain correspondence on the subject of German reparation payments.
I had opportunity tc read this in Washington yesterday, and my lé{;ef‘
addressed to Assistant Secretary Wadsworth, of which I handed you =
copy, contains comments which it seems to me are justified, both in
regard to this cdrreapoﬂdenoe and Ambassador Herrick's cable No. B-5186,
on the same subject, which was sent to me by Assistant Secretary
Wadsworth.

Yours very truly,

| Benj. Strong,
Governor.

Honorable 8. P. Gilbert, Jr.,
Undersecretary of the Treasury,
Treasury Department,
Washington, D. C.

BS s MM
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THE UNDERSECRETARY OF THE TREASURY
WASHINGTON

July 23, 1921, .

liy dear Governor:

In connection with our previous correspond-
ence as to the German reparation payments, I en-

S S L AR H A RIS 4,

close herewith for your confidential lnformtion
copies of Annexes No. 973 and 974 a, b of the
Reparation Commission, with respect to the cur-
rencies in which the German Government is to

meke reparation pgyments.

Very truly yours, A 4

Benjamin Strong, Esq.,
Governor, Federal Reserve Bank,
New York, N. Y.

Enclosures.
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JEM CREEN
Paril.
Dated July 25, 1921.

Rec'd 7:15 pm.

Secretary of State,

Washington D.C,

458, July 25, 9 pm,

B=518. (Germany has paid to date on account one
milliard gold marks Article five schedule (?) 275,375,690
gold marks. German CGovsrnment has announced to Commission in-
tention pay this week in currencies now held about thirty
million dollars adiitional approximately as follows: &bout
five millicn"qollars, large sum sterling, French francs,
Belgian francs, lire, amounts various currencies not yet in
rea‘iness, balance in actual gold not to exceed twelve million
gold marks. Germany further proposes to pay similar amount

first week August. Boyden.

HERRICK,

OX.
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Dear NMr. Gilbert:

This ie to acknowledze with thanke receipt of your
Vv

letter of July 78, enclasing for sur confidential inforuation

v ‘ [,,‘(e’;‘,a'

copiee of Amnexes No. 97% and 074 2, and b/ the Reparation
Comeission, with respect to the currencies in which the

German Government is to make reparstion paynments.

Yours very truly,

nj. Strong,

aoverner,

Honorable S. P. Gilbert, Jr.,
Undersecretary of the Treasury,
Treasury Department,
Wwashington, D. C.

GEsHM

Federal Reserve Bank of St. Louis
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JAMES A. LOGAN Jnr

\
\

Paris, 7 rue\kb Tilsitt,
26 July, 1921,

.

PERSONAL

/

lly dear Ben,

I am enclosing herewith, for your confidential informstion,
the following documents, viz:

1l.,- "Memorandum from the Delegation of the Committee of
Guarantees at Berlin", dated July 4, 19281, This memorandum enclosgs
copy of & German Mote prepared by the German liinistry of Finance
on the Germen Budget for the year 1921 etc., The covering memorandum
is explanatory of certain parts of the German Note and was prepared
by the representatives of the Committee of Guarantees at Berlin,

2,~ "Finaneial program of thécierman Government", dated July
15, 1921, This paper has been prepared by the represantatives of
the Commitiee of Cuarantees at Berlin and should be read in connection
with copy of our ezble to the State Department, B-511l, dated July 6,
1921, which I forwarded to you in mw letter of July &, 1921,

b vt

3.~ "Balance Sheets of the "D" Bagil LOJ 1920", This paper has
been prepsred by the representatives of the Committee of Guarantees
at Berlin, ‘

4o~ "Draft report from the Committee of Guarantees to the
Reparation Commission concerning the interpretation of the word
"exports" in the Schedule of Payments," The Committee of Guarantees,
during its recent visit to Berlin, was instructed by the Repsration
Commission to ascertaih the views of the German Government regarding
the definition of the word "exports"™ as applicable under the Schedule
of Payments, and upon the total value of which the Imdex referred to
in Article 4 of the Schedule of Payments (copy of which I have sent
you) should be based, This guestion is referred to in the sbove
mentioned cable to the state Department., This paper is the Committee's
report to the Reparation Commission but has not as yet been passed on,

5,~ "Report of a conversation with Herr Bergman" concerning the
possibility of raising an internal loan within Germeny to meet
imnediate payments on Reparation &

i;
6.~ IExtracts £rom szl o & made to the stete Department
concerming recent conversations between Toucheur znd Rathenau

Federal Reserve Bank of St. Louis »
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JAMES A. LOGAN Jn

regarding suggested method for "Deliveries in Kind" to France.

You will of ecourse asppreciate the confidential chsra&oter
of all the foregoing, I hope you will find them interesting.

Faithfully yours,

(’a,._. A, -y ~— &

Incls,
JAL/BD

The Honmorsble Benjamin Strong,
Governor New York Federal Reserve Bank,
New York City.
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GREEN
Paris,
Dated July 27, 1921.

Rec'd 10:14 P., V.

Secretary of State,

Washington.

462, July 27, 9 P.M.

B-519. Reparation Commission carries deposit sixty-four
million dollars Feder2l Reserve credit Bank of England and
Bank of France. Bank of Tngland reports commnication
Federal Reserve July llth in substance: "View conditions of
money -market prefer not guarantee in advance rate reinvest-
ments. Will reinvest best rate of interest obtainable
and regserve one qudrter one per cent per ammum from such
rate compensation our services guarantee and commitment purchase
fifteen days notice of the (?) charge one quarter one per cent
yielding one hundred and sixty thousand dollars annually con-
gidered high. Bank of England carries three million sterling
account much more active whose fifty thousand pounds free de-
posit yielding comnission one sixteenth one per cent. Finance
service they represent one eighth of onse per cent sufficient.
Suggest Department discuss matter Federal Reserve finance ser-

vice suspending action psniing reply. Boyden.

HERRICK

HPD
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HCC GREEN
Paris,
Dated July 281921.

Rec'd 2:43 P, M,

Secretary of State,

Washington.

463, July 28, noon.
B 520. Your B 258, July 26. Arrangemsnt for guarantee against
exchange risks by Governments continued for July. Do not expect any

change for August. Boyden.

HERRICK
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THE UNDERSECRETARY OF THE TREASURY

WASHINGTON

CONFIDENTIAL
July 28, 1921.

My dsar Governor:
I enclose for your information a copy of
a cablegram from Mr, Boyden, dated July 25, 1921,

as to the reparation payments which the German Gov-

QECTSRURSE S S

ernment expects to make this week and the first wsek
in August.

Very truly yours,

Benjamin Strong, Esq.,
Governcr, Federal Reserve Bank,
Fedsral Reserve Station P, O,,
New York, N. Y.

1l enclosure

Federal Reserve Bank of St. Louis
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THE UNDERSECRETARY OF THE TREASURY

WASHINGTON

ANSWERED
JUL 30 1929
W. A g

July 29, 1921,

Dear Mr, Case:

I trangmit herewith a copy of a cablegram
dated July 27, 1921, from Mr, Boyden on the question
of the compensation of the Federal Reserve Bank of
New York for its services in co&pati’on'wuh Rppar-
ation Comnission deposits for account of Banjky of
Fngland and Bank of France. M? tn.pd that: ;Gov-
ernor Strong has alrealy seen a copf‘of uu. cab‘ie-

gram in Washington,

Very truly yours,

- —~ ’: A
p— 4 -
< - C ,1. . 71

J. H, Case, Faq.,

Deputy Governor, Fedesral Reserve Bank,
Federal Reserve Station P, 0.,

New York, N, Y,

1l enclosure.
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SLATION OF A REPLY FROM THE GERMAN
a’%‘v‘imﬁn OF THE FIVE NOTES OF THE COMMITTEE OF ¢ 7

GUARANTEES SENT 28th, June, 1921,

2 CONFIDENTIAL

BERLIN, 29th July, 1921,

The Chairman of the
Deutseche Kriegslastenkommission,
8ir,

In the name of the Germen Government and with referemce to the
letter of the Imperial Chancellor, X¥°, V.E, 5533, of the lst July, 1921,
the German Kriegslastenkommission has the honour to make the following.
reply to the notes transmitted on the 28th June, 1921s

The Germen Govermment has no objections t0 raise to the estimates
drewn. up by the Committee of Cuarantees in Note 1, wider Article IV of the
Schedule of Payments of the Gth May, 1921, in respect of the paymeuts to be
made by Germany in 1921 and the following years,

In regard to the detes of payment, however, atteation is drawm
to one point, which still requires explanatiom, Ageording to the scheme
of the Committee of Guarantees, the cuarterly snmities, which under the
Schedile of Payments, £all @ue on the 15th May, 1Bth Magust, 15th N?mbar
and 15th Pebruary, shall be paid at the rate of one third two months in
advance, and another third one month in advance, ghould this .ohm be
1iterally applied, the German Govermment would have o pay 4 x 1/§ of
276 millions two months, and 4 x 1/3 of 275 millions one menth befors
the date provided for in the Schednle of Peyments, which would smount to
a charge of roughly 4,625 millions gold marks per ammm,. The Im
Government is of the opinion that this charge is not provided for in the
Schedule of Payments of the 5th lay, 1921, and requests the Committee of
Guarantees to confirm that, if Germany agrees to the method of payment
laid down in NWote 1, she will be credited with Im:erim interest at the
rate of 5% in the usual manner on the sums peid in before the dus date.

The Committee of Guarantees further requires that the Customs
receipts shall comtinmously be paid in foreign currencies or geld at such
& place as shall be indicated by the Committee of Gusrantees. The German
Government, therefore, would be obliged contimmously to procure currencies
for Customs receipts and would lose its necessary freedom of action owing

|
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to the necessary gemeral procuring of currencies, The German Govera=-
ment 18 of the opinion that the spirit of the Schedule of Fayments would
be complied with If the Customs receipts were paid in quarterly instal-
ments, yiz, 1f the correspondinz value of the Customs receipts for the
next tut one mrecediny German financial guarter were paid on the 15th
Jamnary, 15th April, 15th July and 15th October, In the opinion of
the Garman Government, however, it is not necessary contimuously to
change the Customs receipts into foreign currencies; it will be quite
sufficient if they remain attached for the purposes of the Committee of
Guarantees until the payment of the merterly instalment of the fixed
aumaity has boen coversd by deliveries in kind, or by some other means,

In accordance with Article VII, £2, Sub-Para, ¢ of the Schedule
of Payments of the 5th NMay, 1921, the Germen Govermnment has offered to
transfer the revenues of six different t8xes, making a sum total of
26,000 million paper merks, as security for that part of the German deb%
wirich is not covered by deliveries in kind or the recseipts obtalned in
Great Britain through the “German Reperations Necovery let", provided
that the clalms to the dmport and export duties amd revenues arising
out of a tax on expart yalues, wunder /Article VII, §2, Sb-Paras, & and
b are remounced,

On the other hand the Committee of Cusrentees has declared that G
it could not for the mement renocunce the e¢laim to the Customs receipts, d
wiich 'wero agsegsed at 200 million gold marks, nor to the revemnes
ariging from a tax on export values, provided for in Art. 7, §2,Sub-para,
b of the Schedule of Payments, The Conmittee is marely willing to

alleow the revenues from the gix other taxes to rank as a supplement,

and claims 50% of these by way of guarantee,
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The German Government is therefore face to face with an
entirely new situation., The offer ofthe revenues arising out of
6 taxes and amounting to 25,000 milligna, as a substitute for the
sourees of revenue required under Art. VII, § 2 sub-paras. a and
b, and supplementary to them, was made for the )urpéu of cover=
ing a sum of 1690 million gold marks. Since the Committee of
Guarantees considered itself for the time being unable to rencunce
the sources of revenue mentioned in Art. VII, § 2, sub-paras, a
and b, either in peint of faet or on a questien ‘t prineiple and
particularly demanded the payment of the equivalent value, it is
now necessary to offer a supplement to the funds mentioned to the
amount of 650 million gold marks, Under these eircumstances
the German Government can no longer keep open its offer of the
18th June. It also greatly regrets that it canmot comply with the
suggestion of the Committee of Guarantees to the effect that
half of the revenues arising out of the 6 different taxes should
be treated as a supplement., The German Government iz obliged
to take steps to ensure that its financial and political freedem
of action is not restricted any further thanm is made .
sbéolntely necessary through the direct application of the
Schedule of Payments, Unnecessary work and expense wold also
result from the transfer of the revenues of 6 different taxes,

The German Government therefore propeses to the Conmit -
tee of Guarantees, as security for the sum of Bwﬁd marks, -
the revenues of the turnover tax (excluding luxury tax) up te the
amount of 12,600 million marks. In doing so, the German
Govermment acts on the supposition that the bill for an increase
of the turnover tax will become law and come into force as from
the 1lst April 1922, Should this supposition prove false, the

German Goverrment reserves the right to/




submit other proposals immediately. The Committee

of Guarantees 18 hereby requested to accept this
proposal uofmpplomnt to the other funds allocated.
With regerd to the assignment of Cuspoms receipts,

¥

the German Govor:_uont, in order to avoid amny possible
nisunderstanding, explicitly states that under Customs
duties which are assessed at 200 million gold marks,

in conformity with the German stetements made st the
morning Sitting of the 18th, July 1921, emnly those

texes should be understood which sre levied om the import
of goods in sccordance with the Germsn Customs tariff

and Germen law upon the psyment of Custome duties in
gold.

1ll. With regeard to the suggestiom of the Committee
of Guarentees 28 to the desirebility of stebiliszing
the rate of exchange of the merk by balsneing the budget
end by stopping any further note issues, the German
Government bege to point out that at the present moment
2 large fineancial progremme is being prepared in 8ascord-
ence with which existing texes will be considerably
inocreased and new taxes introduced. By this means 1t is
hoped to balance the receipts and expenditure of the
ordinery Budget. BExpenditure necessary to the execution
of tha‘l‘uoo Treaty, which will be required for & longer
period, and in particular expenditure in comnection with
the execution of the Schodu:!.o of Payments and the cost
of the Armies of Occupation, will be merged - -
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into the ordimary budget, so that out of the expenditure oceca=
eloned by the Peage Treaty, only those amounts which may be
expected to be reduced in the near future, will remain on the
axtraordinary budget. The right of examining in detail the
mode of payment is u%md until the separate figures have been
finally established, The opportunity is however now taken of
pointing out that the expenditure of the owdinary budget is
increased by more than 100,000 milligns, ind that this finan-
cial programme makes very heavy calls indeed upon German
taxpayers, This transformation of the budget will only

come into full effect in 1922 and the following years, It
will therefore only be possible gradually to restrict new note
issu&o. In how iar the attempts to arrive at a balanecing of

the budget and the suspension of the issue of nev notes are
capable of realisation will furthermore depend considerably
upon the faecilities granted to Germany to restriet unproductive
expenditure under the Peace Treaty., The German Govermment is
ready to supply the Commitee of Guarantees, upon request, with
fuller details as to the amount of what, in j¢§ opindien,
constitutes unproductive,cxpenditure, together with information
regarding the object of such expenditure, Opportumnity is new
taken of drawing opecial attention to the cost of occupation
of the Rhineland, the expense of the Interallied Kissions of

Control, and to certain military measures taken by these Missiens,

IV, The second Note of the Committee of Guarantees exhause
tively summarises all the remarks which have been made on the

German eside in regard to the meaning of "Sxpers" and improve=

ments to be made with regard to export statisties,

V. As has been pointed out many times by the Germamn’
representatives at the joint meetings, considerable hesitation
is felt in regard to the direct eollection of 25% of the
equivalent value of German exports., It does not appear neces=
sary on this occasion to go once more in detail into the




46)

difficulties.which stand in the way ef direet collection.

The German Government maintaine its poidt of view: in fulfilment
of the request aonta.ﬁed in Note 3 it will however prepare a sSys-
tem for the direct collection of a certain percentage of the
equivalent value of exports. The German Government however
reserves the right of getting into touch once more with

the Committee of Guarantees on this matter,

VI, So far as the organisation of a system of superviesion
iz concerned, reference is made to the verbal statements of
Herr Schroeder at the interview of the 29th June,

The German Government has the henoﬁr to state once
more that it rega:;'ds the presecribed measures of supervision as
too far-reaching. It is of the opinion that these measures
will prove a source of difficulty and/

<
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friction of 21l kinds which would be caleculated
to endanger the material aims of the control.

The reason for providing securities in
accordance with Art. VII of the Schedule of Payments
i8 to provide the holders of the bonds to be issued
with security that the service of interest and
amortisation will be carried out correctly and
punctually. As exact dates of payment are prescribed
under Article IV of the Schedule of Paymente, and
as the individual paymentis are to be made by a number
of instalments during the interest year (Zingenjahr),
this already amounts to a guarantee for the proper
functioning of the bond service, and the security
required under Article VII of the Schedule of Payments
ghould be regarded as additienal thereto. In other
words recourse should only be had to the guarantees
if, and as soon as, the current obligations are
not fulfilled correctly and punctually. Therefore so
dong as the individual payments arc correctly and
punctually effected, there is no necessity for the .
establisiment of an organisation te control the

matter in detail.

The proposed Superviseory Organisation
demands much more than that which has hitherto been
expéoted of other States on the taking up of foreign
loans, Financial control has so far only been
exercised over States, the administration of which at
eritical moments should really not be compared with
that of the present German Administiration. In Germany

the Finanee Administration conducts its business in an
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appropriate and orderly manner, strictly observing all
the regulations of its service,

The Committee of Guarantees requiresi=

(a) Control over the correct entering-up and
classification of export values by the
Imperial Statistical Burean (Btatistische
Reichsamt);

(b) Control over the finance administration
in general, and over the correct entry
classification and delivery of the Customs
receipts and receipts from the various
taxes which have to be handed over as
gsecurity for the remainder of the interest
which is not otherwise covered.
The following remarks are made in connection with (a):-
: The German Govermment agrees to an official
of the Committee of Guarantees being attached to the
Imperial Statietical Bureau (Statistische Reichsamt),
for the purpese of studying the methods employed
when establishing trade statistics, so that he may assure
himself of the manner in which these msthods are
applied, and of their muccess, and report thereom to

the Committee of Guarantees,

The Imperial Statistical Bureau {Statistisches
Reichsamt) will be instructed te supply all information
required to this end, and to grant permission for
the examination of the official files, This permission
however is granted subjeet to only such information
being required as may be really necessary for the fulfil-
Rigiizad opFRABER ment of the objecte of the Committee of Guarantees; and
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also that the Imperial Statistical Bureau (Statistisches
Reichsamt) will not be called upen to give information
beyond that which it may supply under the legal provisions
governing its relatione with the publie who are under
the obligation to furnish such statistics, Offieially
speaking, the German Government act® on the supposition
that such information can only be required as a matter
of prineiple from the President of the Imperial
Statistlod Bureau (Bta.timtilom: Reichsamt). In

order to simplify work, the President will appoint

a senfor official to whem the representative of the
Committee of Guarantees must apply for assistance,

The representative of the Committee of Guarantees

will receive all possible assistanee within the above-
mentioned limits,

The Gorman Government also agrees to an
occasional inspection of the Declatation Offices
(Anmeldestellen), where the representative of the
Committee of Guarantees can assure himseelf of the manner in
‘which the export declarations are made, and of their
regular transmission te Berlin, ;

The German Government however considers it
necessary that this superviseor should always be
accompanied by an efficial of the Imperial Statistical
Bureau (Statistisches Reiehsamt). The German
Government is of the opinion that only by such means will
it be possible for any objection which may be raised by
the representative of the Committee of Guarantees, to be
quickly and adeguately dealt with and misunderstandings
aveided, :

There will be difficulties in the way of the
guarterly convocation of the Trade Btatistics Boarxd
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also that the Imperial Statistical Bureau (Statistisches
Reichsamt) will not be called upen to give information
beyond that which it may supply under the legal provisions
governing its relationes with the publie who are under
the obligation to furnish such statisties. Offieially
speaking, the German Government acts on the suppeosition
that such information can only be required as a matter
of principle from the President of the Imperial
Statistical Bureau (Statistisches Reichsamt), In

order to simplify work, the President will appoint

a senfor official to whem the representative of the
Committee of Guarantees must apply for assistance,

The representative of the Committee of Guarantees

will receive all possible assistance within the above=-
mentioned limits,

The Gorman Government alse agrees to an
occasional inspection of the Declatation Offices
(Anmeldestellen), where the representative of the
Committee of Guarantees c¢an assure himself of the manner in
‘which the export declarations arc made, and of their
regular transmission to Berlin, '

The German Government however considers it
necessary that this supervisor should always be
accompanied by an efficial of the Imperial Statistieal
Bureau (Statistisches Reichsamt), The German
Govermment is of the opinion that only by such means will
it be possible for any objection which may be raised by
the representative of the Committee of Guarantees, to be
quickly and adequately dealt with and misunderstandings
aveided.

There will be difficulties in the way of the
quarterly convocation of the ITrade Statistics Boarxd
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(Handelsstatistische Zeirgt), as the fact should not be
overlooked that it will in many cases be impossible for
the honorary active members to accept the invitation to
the quarterly meetings. The German Govm there~
fore suggests that the representative of the Committee
of Cuarantces shall by virtue of his work at the
Imperial Statistical Bureau (Statistisches Reichsamt),
decide whether it will be necessary to call the
qﬁartcrly meeting of the Trade Statistics Board
(Handelsstatistische Beiret).

Aonex I, Annex I with 10 sub-annexes contains -
classified and explained =~ the regulations governing trade
statisties,

The folbwing explanation is given in connection
with (b):=

According to Note 5§, N® 2 the Committee of
Guarantees wishes to depute to tiu ‘,In;aorm Hinistry ef
Finance a special representative belonging to the Delega~-
‘tion of the Committee in Berlin, to whom shall be accorded
the right of examining all documents (instructions,
eirculars, ete.) relative to the assessment and collection
of the Mk;g-urns of revenue, The representative
shall also be empowered to demand that the monthly
sunmaries of rcoeipts from the allocated sources of
income be submitted to him., A number of supervisors
attached to his service are to obtain explanations
from the distriet and local officials of the Imperial
Finance Administration, and ehtck their account-keeping.
In this way there would be the special supervision of the

1 Delegation o.:t' the Coomittee of Guarantees in additien to
the existing German control over the actual /
Digitized for FRASER
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entry of all Customs duties and tax amounts which are
legally payable, their entry in the prescribed receipi~
books; the sorrect transfer of the entries on the
regeipt-registers of the Collection Depots, the leoeipt
Registers ¢f the Obexfinanzksssen and the Uf{leisl

Leceip Yeports of the Imperial ¥inistiry of Finanee, which
have t0 be published monthly. In addition to the Gernan
control there would also be the Turther superitiéion

of the Delegation of the Committee of Guarantees,

exercised in one way or another,

Sueh supervision would only appear justifiable

in ths eyes of the Cerman CGovermment if Cerman

methods were inadequate or insufficient,

Jdunex 11, Ammex 1I with II sub-annexes, gives an
exact explanation of the organiagtion and adminisiration
of receipts, and particularly of the organisation of the
correct and complete maethod of dealing with such reeceipte.
Agcording to this every poseible guarantee i: furnished that
all sumc legally due for Customs Tuties or Tax amounts
and all ether Taxos will be eollected; that the smeounts
thus oollected will be engtered in the Receipt ﬁook:??frnn
this =111 be transfexred cveczy month and quarter on the
Receiptéfegisters and Btatementis of H-.coipts, which heave
to be handed in te the Imperial Aecounts Gilice of the
Imperial Minjotry of Finance, 7o b gin with, preliminary
books to the Receipt Books are kept. The prepexibed
certificateos siating that the data contained in the
iteceipt Hegisters of the Collecting Ofilces agree with
those of the Heceipt Books, are made out in the lLocal

Administrations by senior officlals of the Finance
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Administration who have not been concerned in the collection
‘of the xeceipts nor in the keeping of the Heceipt-Books,

- The certificates concerning the oorrecineas of the Heportis
drawn up by the "Oberfinangkassen® are issued by the
Benior Directors of Accounts in the district asdministration,
vhieh are over the "Uberfinanszkassen", In this wmanner
there is couplete controd and guarantee in respoct of the
acurate treonserintion of the Taxes legally due into the
Heceipt Books, and their eorreet transfer from these Regeiph
Sooks into the Receipt-iegisters and Heceipi-ieports, In
addition, provision i:s made for a fu'ther control of the
books by the Accounts O0ffices of the Landesiinanzimter,
¥Finally, the highest Accountaney Serviee of the Swmpire,
the Aecountancy Devartment (llechaungshef) iam Polsdam,
verifies the individual accounts to be presented to‘it by
the “Oberfinanzkassen®, and the general account to be
drawn up by the Imeial Payinge-in Office (Reichdhuptiasse),
In addition to this, the prescribed ordinary and extracrdin-
ary trade mnd ravenue rovisiens offor a still further
guarantee, In the opinion of the German Gevernment, this
n.:l.i-ﬂwug;ht out, perfected system of centrol, vhich has
stood the test for more than 100 yeara, offers every
guarantee which the Committee of Guarantees could desire in
view of its responsibility in the matter,

The German Govermsent thoreioxe requeéta-that
supervisors should not be sent to the Diviriet and Loeal
Offices to colleci information aud examine the Looks and
accounts kept in those ofiiges,

It would also appear unnecessary te the German
Government for an official to be permsnently attached te
the Imporial Ministry of Finance, and for him to be (Gupplied)
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supplied with all the general decrees and documentis relating
teo the prosaribed sowrces of revenue, irom which the
monthly receipt reports are prepared by the Imperial Einisty
of ¥inanee. The general erders in connection with Customs
futies are regularly published in the "Heichszollblatt®,

and those referring to Taxes in the "Helchssteuerblatt,
These two orficial papers, of which copies are attached to
innex II as sub-axviexen 1Z and 15, will be xogulavly
supplied in as many copies as roguiredto the Jelegation of
the Coumittee of Uuarantees, Furthermore, t!s delegation of
the CUommittee of Cuprantees will reeceive several copies

of the monthly feceipt leports drawn uwp by the Imperial
¥ind stey of Fivanee (Subeinnex 7 to Annex II), Should the
Comuittee further desive {0 send & representative te
examine the documents (menthly and quarterly receipt Heports
of the “Oberiinunzkassen®) upon whieh the total monthly
figures ior the revemues aceruing out of the Customs

Juties and Taxes for the wholo Zmpire, e established by
the lmperilial Accountancy Separitmeint of the Ministicy of
Finangs, the Cerman Goverument is willing to give the |
negessary instructione to this effeet., It is however
requestad that the offlcial thus delegauted should only
conduct such examination and verification of the toetal
wontihly return of Customs dutlies and fturnover tax, wihen the
final figures huve buen established and publiched in the
Uffigizl Heoceipt Heports. The Receipt Heverts of the
“Oberfinanzkassgn” contain, a8 may be seen from sube-annexes
B and € of Annex IX, not only the montidy or quartexly ree
ceipts from Customs, including extea charges and = ,f—l‘mt
also the receipts from the numerous other branches of

Imperial Taxes, They must therefore be passed through the
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Imperial Accountancy Department so that the tetal figures

for the separste Taxes may be worked out, and can only

be submitted in a claseified form when eaéh monti's work

hae been completed, i.e. when the Official Receipt Hepert

has been drawm wp, For the same rcason it is not possible 8
supply the 2yresentative of the Pelsgation of the Committee
of Guarsntees with these Heceipt Fepeorts, as only one copy

o«f eagh is forwarded to the Imperial Aceountancy Department,
These Reporis ocan be examined in the Imperial Accountancly

Department itszelf,

The Imperial Einistry of Finanec will appoint a
senior officoal who will itranamit the wishes of the represans
tative of the Conmittee ‘ef Guarantees to the proper quare
ter, and the services of this Ufficial should be empleyed in

sueh matters,

The «bove observations furnish the Gom.lttu'd" ‘
Guarantees with a complete explanation of the existing
German regulations governing the correct collection and

cuploymant of the rovenues of the Zmpire,

Future negotiations with the Commitiee of Guarane
tees would, in the opinien of the German Government, be
considerably facilitated, if one or more representatives of
the Conmittee of Guarantees were deputed to visit the
competent offices and convince himself or themsslives of the
correct working of the orgamisation as explained above, om
the basis of the doouments and regulations which have been
tranamitted, The German Goverument is always willing, upen
request, to give the required instructions to this effect,
and to grant all necessary faciuuu?.

1 have the honour teo be, bir,

Inparial Xinistry of ¥inance '




LIST OF LAWS IN FORCE WITH REGARD T0O
TRADE STATISTICS,

Sgb-igggz p Regulation relating to statistics of trade
i with foreign countries dated 7th. Februsry 1906
(Reichs-Gesetzbl, Page 108),

Sub—dnnex =, Exeoutory orders and service regulations in
b connection therewith dated 9th, Februsry 1908
(Centralblatt fir des Deutsche Reich No,.9, Page 137)
Sub—Annex 2. Decree of the Bundemrst dated Sth. 4April 1909
b with regard to alterations in Para, 20 of the
executory orders regerding the statistiocs of trade with
foreign countries dated 7th., February 1906 amd innexes
(A) emd (C) of the statistical trade 1list (1nc;oaso of
thogse goods for which in certain trade indices, beside the
statisticel number, the usual trade term is 21so to be
included, end the extension of the obligation of declar-
ing export value to 1336 Nrm. smd with regard to import
to 32 Nrm. (Zentralblett fur das Deutsche Reich, Page

141)

Sub-fpnex 4 Decision of the Bundesrat dated 2th. Februsry
1911 with regerd to 2lterations in the executory orders
and service reguletions regsrding the law in respect of
thé statistice concerning trade with foreign countries dpt;d
7th. Februsry 1906 end also “nnexes A end C of the
statistical trade list (incresse of those goods for which
in certeain trade indices, beside the statistical number,
the usuel trade ferm is 2lso to be included amd fthe
extension of the obligation of declaring export value to
2ll goods and as regaris import to 61 Nrm. of the statistieal

trade 1list). (Zentranbl. fur das Deutsche Reich, Page 41)
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LIST OF LAWS IN FORCE WITH REGARD T0
PRADE STATISTICS,

gnh=f‘nﬁx_llﬁ Regulation relating to statistics of trade
" with foreign countries dsted 7th. Februsry 1906
(Reichs-Gesetzbl, Page 109),

énafﬂnnmz_.é; Exeoutory orders and service regulations in
2
connection therewith dated 9th, Februery 1906

(Centralblatt fir des Deutsche Reich No.9, Page 137)

Sub-Annex 8. Degree of the Bundemrat dated Sth, April 1909
)
with regard to alterations in Para, 20 of the

execubory orders regarding the statistics of trade with
foreign countries deted 7th. February 1906 snd jnnexes
(A) end (C) of the statistical trade list (increase of
those goods for which in certain trade indices, beside the
stetietical number, the ususl trade term is 2lso to be
included, smd the extension of the obligation of declar-
ing export value to 1336 Nym. snd with regerd to import

to 52 Nyn. (Zentralblett fur dss Deutsche Reich, Page
141)

m—f-‘%‘“ 4 Decision of the Bundesrat dated ?th. February
1911 with regerd to 2lterations in the executory orders
and service reguletions regarding the law in respect of
thé statistice concerning trade with foreign countries dete'd
7th. Februsry 1906 end 8lso “nnexes A emd C of the
statistical trade list (;ncroau of those goods for whiqh
in certein trade indices, beside the stefistical number,

the usual trade fterm is 2lso to be included amnd the
extension of the obligstion of declaring export value to

ell goods and es regards import to 61 Nrm. of the statistieal
trade liet). (Zentranbl. fur dss Deutsche Reich, Page 41)
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Sub- 5 Order with regard to the drawing up of statistics

%L. of exports dated 15th. Janusry 1919 (Reichs-Gesetzbl. Page
53, Executory erders in comnectiom therewith dated 22nd.
Merch 1919 (Zentralblett fiur des Deutsche Reich, Page 55,

Sub- 8, Decision of the Bundesrat dated 6th. Februsry 1920
AE&* concerning alterationsin the Executory orders snd service
regulations regerding the law dated 7th. February 1906 in
the statistical trede 1ist #nd in Annex B, thereto; amd also
of the 1ist of wholesale goods (Zentrelblatt fur das Deutsche
Reich, Page 410 et seq.) Incressed use of trade indices,

redrafting of the list of countries of origin amd destination).

Sub- X Alterations in the Executory Orders covering the decree
1.?; with regard to the drawing up of statistics relating to export
of goods dated 19th, June 1920 (Zentralblatt fur das Dentsche

Reich, Page 1250), (Neme of sgeller, receiver amd of those
persone for whose account delivery is taken need not, gemerally
speaking, be included in the export declearations. /An approximatc
estimate is all thet is necessary for payment. Comrunieation

of the place of payment need not be made. /n gpproxinato
stetement is sufficlient with regard to freight, insurance

end other costs.

ﬂg?%&én’_x g. Deoree for the alteration of Service regulatioms
concerning the law; relating to staetisties for trade in foreign
countries dated 7th., Fobruary 1906 and 8th. July 1920,
(Zentralblatt fir das Deutsehe Reich, Page 1298)., (The Post
Offices where goods are given in 2re used as Statistical

Contres with regerd to comsipgnments abrosd by pest.

Sub- 24 Regulations with regerd to declaration of the valme of
A%. s imported goods dated 12th, February 1921 (Zentralblstt fur das

Deutsebe Reich, Page 126) (Extension of the declaration of

value to total import).
Sub- 10, Decree with regerd to statement of country of origin

0
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Annex 11,

Statement with regard to existing German regula-
tions concerning the assurance of returns, exact statistics

and payment of customs receipts and the turnover tax.

(1) SATION OF THE STATE FINANCE
ADMINISTRATION,
A, _Generals

The central administration of the whole of the
financial administration of the State is the State Ministry
of Finance (Reichsfinanzministerium). Below this come the
Provincial Finanee Bureaux (Landesfinanziimter)(26), from
which again depend the financial offices for the adminise
tration of direct and trade taxes and the Chief Customs

Offices for the administration of the Customs and Excise
(Verbrauchesteuer). Under the Chief Customs Office come

the ordinary Customs Offices (several thousands) which are
entrusted with the levying and collection of the Customs and
Svise duties, In addition, the distriets of the Chief
Customs Offices are divided inteo supervisory distriects for
the supervision of the general Customs and Sxecise Depart-
ment. These supervisory districts are sdministered by
special officials.

The Customs Houses and their dependent Customs

Receipt Bureaux are under the orders of the Customs
Cashiers, In the case of mmall Customs Cffices these
officials are the Heads of the General Customs and Excise
supervising services of the districts in vhich such Gustoms
Offices are situated, In the case of larger Customs

Offices these officials are the supervisors (Amtsvorstiinde).
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These cashiers are not concerned in the administration of
the current cash receipts., The cashiers are under the
orders of the Heads of the Chief Customs Offices: These
again are under the orders of the President of the Department
for Custome and Zxeise Duties of the Provincial Finance
Buresux (Landesfinanz3ter). At the head of the whole of the
Divisions of the Provineial Finance Bureaux (Landesfinanz@imter
is the President. The Higher Finance Bureau (Oberfinanzkasse)
to which the Customs Cash Offices are subordinate is in-
corporated in the Provineial Finance Bureaux (Landesfinanz-
H#mter).

The Central Cash Department for the State is the
State Treasury (Eeichshauptkassa).

The remarks made asbove with regard te the supervi-

sory service of cash receipts for the Customs Administration
also holds goed for the State Taxation Adminietration which,
together with the former, constitutes the State ¥Finance
A.dministrat:lon, together with the Administration for the
Turnover Tax. In the place of the Chief Customs Offices and
the Customs Offices come the Finance Offices (Finanziimter) an
in the place of the Customs Cash Bureaux (Zollkassen) come
the Finance Cash Bureaux (Finanzkassen).

(2) COLLE

The import of goods from abroad according to the

Customs Union Law of the 1st July 1869 is linked up with

certain lines (Railways) and landing plages. All goods

ae soon as received must be notified to the Customs Offices

gituated at these places, From thi: moment onwards the

goods are contrillod while they remain in Germany

uninterruptedly by a system of Cucstoms papers and registers
Digitized for FRASER
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(notification of entry of goods, consignment notes and
waypills) and are supervised until they pass into free
commerce, having paid Cuctoms duty, or on account of their
being free of duty or until they are re-exported. The amount
of duty to be paid is noted on the Cuctoms papers and a
note made that collection has been effected, the booking
pumber in the Customs Receipt Book being given, The daily
gsums on account of a single cusioms receipt are transferred
from the Customs Receipt Book into the actual Cash Book.
The declarant receives a receipt for every payment made
direoct to the Cash Office. In this receipt the number of

. the Receipt Book also has to be given under which the amount
is entered., The declarant has an actual interest in
obtaining this receipt as it fomms a proof that he had paid
the Customs duty on the gooeds,

The Customs Service must, as a matter of prine

ciple, be carried out by two officials, The management of

the cash business is also on principle in the hands of two
officials (Customs Offices which are run by one official
alone, are situated on unimpertant routes where there is
not much traffie, and the receipts are unimportant). The
Supervisory Cashiers (Kassenaufsichsbeamten) and the Heads
of the Chief Customes Yffices are continueusly vidting the
Customs OUffices for the purpose of verifying the conduct
of business without any previous warning, or for the holding
of previously-arranged ordinary eor extraordinary surprise
cash examinations., In the same way the President of the
Department for Custome and Sxcise Duties of the Provineial
¥inance Bureaux (Landesfinanzimter) occasionally verifies
the conduct of the Customs Offices in egard to business and
cash administration.

At the end of every month and quarter the resylts

A 5> an. VRs Alcofil-

of the period in question are d. ?haae results
are immediately transmitted to the "Higher Finance Bureaux"
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(llnnah-nnach:uisungon) attested by the Supervisory
(Annex 1) Cashiers (Kassenaufsichtsbeamten) (compare § 98 of the

annexed model of a formular for the Finanee Pureaux
(Pinanzkassen) which is provisionally valid,and the proofs
of the Receipt legisters), The Higher Finance Bureau
Sub- (Oberfinanzkasse) classifies the data received, enters
(Ammexes 3 & 4)
them every quarter in the Account Book kept by it, and
transmits the results for the whole distrift of the Provin-
cial Finance Office (Landesfinanzamt) in the form of monthly
or quarterly Receipt Reports, to the State Aeccountaney
Sub- Department (Reichsrechnungsstelle) of the State ¥inistry of
- Finance. (§ 38 of the formular for the "Higher Finance
Sube- Buresux® (Oberfinanzkassen) and proofs of the Receipt

(Annex § & 6)
Heports), On the basis of these documents, the State

Accountancy Department (Heichsrechnungssteclle)prepares a
summary from which the revenue arising out of each indive
idual branch of receipts, and arising out of this the
Customs Heceipts for the whole State may be seen, This
summary is published in the “"Reichsanzeiger" and the "Zentrals
blatt filr das Deutsche Heich", A copy of the cummary for

Sub- thie month of lay 1921 is annexed hereto.
(Annex 7)
At the end of the year, the Higher ¥inance
Bureaux (Oberfinanzkassen) prepare in addition a2 special
detailed Register (Binzelnachweis) of the receipts as
recorded in the Receipt Registers and Summariés, as per
Subw example amnexed, In these detailed Registers (Uinzelnach-
(Annex 8)

weis) the annual results of the individual sources of revenue
are given separately according to Customs Offices (Zollkassen
The detailed register (¥inzelnachweis) which forms the

basis upon which the "Rechnungshof" of the German State
(which i¢ entrusted with the supervision of all revenues of

the State), can verify the annuel accounts, is also submitted
to the Imperial State Accountaney Department (Reichsrechnmungs
stelle), The Higher Finance Bureaux (Oberfinanzkessen) must
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Sub=Annexes
10 & 11.
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in addition draw up 2 final administrative actount
(Verwaltungsabschluss) for the offieial year in accordance
with Sub-innexe 8, and transmit it to the State Accountancy
Department (Reichsrechnungsstelle). This final adminis-
trative account must include the total receipts and
expenditure of the Higher Finance Bureaux (Oberfinanzkassen).
The correctness of this account and its agreement with the
books of the Higher ¥Finance Bﬁreau (Oberflmahlloa) and
the sbove-mentioned detailed Register (Zinzelnachweis) of
revenue, must be explicitly attested by the First Accountant
(8rste Rechnungsdirektor) ef the Provinecial Finance 0ffice
(Lendesfinanzamt) after a thorough comparison,

As stated above under No. (2) the Customs Offices
(Zollkassen) close the Customs Receipt Bocks once a
gquarter, and thereupon forward them with all records and
preliminary books to the Provineial Finance Offices
(Landesfinanzimter) In accordance with the annsxed deeision
oé the Bundesrat, dated 27th November 1913 = § 1300 of the

Protocol and N® 159 of the printed matter = the Provineial
Finance Oi‘fiee;s (Landesfinanz&mter) comparsthe preliminary
books and records with the entries in the Receipt Books, so
that no actual receipts arc missing from the Recéipt Books;
check the correctness of the additions in the Receipt Books
and the accurate transfer of their total amounts to the
additional Registers (detailed Register of Receipts
(Zinzelnachweis der Einnahme), final @ministrative accounts
(Verwaltungsabschluss), annual aecounts, Keports on

Receipts) and verify the correctness of the records both for

exactitude of subject matter and accuracy of calculation.
Ubjections are explained and remedied. Should there be

missing amountz, they will be called in and entered om the
current regeipt books.
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In this manner every possible care is= taken to pre=
vent irregularities, which is guaranteed by the faet that
al) Customs and Tax Receipts to vhich the Siate 1s entitled,
sro eorrectly recorded and reported to the State Accountaney

Department (Reichsrechnungsstelle) every month,

(4)

Turnover Tax deolafants must notify the Tax Office
upon the commencement of their commercial or professional
business, and must supply notes for the purpose of etablish-
ing the amount of the Tax to be levied, They ére subjeet to
t=x control.

The competent authorities fo: the administration,
establichment and collection of the Turnover-Tax are the
Finance Offices (Finanz#wmter), Turnover-Tax Office (Umsatz~
steuerfimter). Over these come the Provineial Finance Uffices
(Landesfinanz&mter).

The Turnover Taz Offices must keep the most com=
plete list possible of the Tax deeclarants (lict of names,
turnover-tax register) based upon the declarations furnished
by the latter, and the infommation received from the Provine
cial authorities (Landesbehoerden) (Peolice authorities and
those who are concerned with the control of profiteering,etec.)
The Turnover Tax Offices must also c¢all upon the Tax
deelarants to provide Jurmoyer fax loelgrations with regard
to the total amount of taxes to be paid, The Turnover Tax
Office controls the punctual return of these declarations
by the help of the Turmover Tax Registers, The Turnever Tax
Office examines the deelarations, assesses the tax and
ehters the contents of the declaration and the amount of tax
thus assessed in a Turnover Tax List kept for each calendar

year, This takes the place of a Debit Register for tax
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tax amounts which are payable, and of a Control Book for
those which have been collected (Debit and net Receipts),
and serfes as a control over the punctual entries of the
amounts due.

The Tax Declarant receives3notification from the
Turnover Tax Office, stating the result of the assessment,
and inviting payment eof the Tax within two weeks., In
addition to the Turnover Tax List for the calendar year, a
turngyer Tax Receipt Book must be kept for the finaneial
year, Both of these books, together with the records belong=-
ing thereto must be forwarded to the Frovineisl Finance
Offices (LandesfinanzBster) by the 1st Decelber for
oxamination purposes, The remarks made under §3), § 1
also apply to the manner in vhich the verification of the
books, ¢c. must be carried out in this case,

The Prowincial ¥Finance Office (Landesfinanzamt)
can further decree that olficials appointed for this pure
post may from time to time cheek the keeping of the Turneover
Tax Listes and all other business records at the Head Office,
When doing so, the Turnover Tax Lists and Receipt Books
are examinedjosee that they are ecorreet snd agree with
each other, and the Heceipt Dooks and Anncxes are checked
as regards gecuracy.

Finally, trial examinations must be made with the
help of the Turnover Tax Registers, Lists of Names, Hecords,
Tax Declarations, Reports, etec,, 4in order to see #ether the
Tax is being assessed punotually, and caleculated correctly.
The State Minister of Finance may entrust other authorities
than the Provincial Finanz Offices (Landesfinanzémter)
with this examination,

When deliveries against payment are effected by

persons who do not conduct any commercial business, or when

furnished sleeping or dwelling premises are let temporarily

against payment of at least b liarks per dayor night, the



.

tax must be paid by the supplier or other responsible pearson
either 4n cash or in receipt stamps on the form of acknow=
ledgment of receipt of the psyment. The Turnover Tax Offiee
enters the cash payment in the Turuover Tax List , or should
the stamped rcceipt be forwarded, t.ho' resulting deduction
with a note of reference, It then enters the cash amount

in the “eceipt Book with a reference to the List, notes the
payment of the tax on the receipt together with the number on
the List and aifixes the Vifice Stamp, and sends fhc receipt
back to the supplier or other responsible person, In order
thoroughly to guarantee payment of the Turnover Tax in the
last-mentioned cases (private sales, acceptanse of advertise-
ments, and sub-letting by private persons), it is deereed
that in legal proceedings, the person who is under an obliga-
tion to pay can only claim the discharge of his debt 4f he
can bring with him proof that he has pald the Tax, or that
the delivery was free from taxation.

All further explanation with regard to the Turn-
over Tax #eceipts may be found in the monthly and quarterly
Heceipt llegisters drawn up by the Fimance Offices (Finanz-
xassen) the agreement of which with the Heceipt Books must
be certified by the Supervisory Cashiers (Eassenaufsichts-
beamten), and which will be assembled by the High Finanee
Offices (Oberfinanzkassen) with the Receipts Reports to be
forwarded to the State Accountanecy Service (Reichsrechnungs-
P stelle),

As for the rest, the sums received for Turnover Taj

and the caleulation thereof with the Reichshauptkasse will

be checked in the same menner as for Customs duties and
other Btate Taxes,

In so far as the payment of the Turnover Tax is
effected by the use of Turnover Tax stamps, the sums thus
cellected by the State Postal Service, vhich has the
exclus‘ve right of sale of stamps printed by the State
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Frinting Vorks, will sleg be raportad to the itate Accountssey
Dapnrtwont (feichereesmuy *8t61le) evary monih and quarter,
! e emtersd Ly Shs latter In the reparte widch 4¢ drowe
W regarding the fotal rateipte of the State.

(2)

The amount in e onsh bav of the Custaoms OfTices

FRAID

P03 i ROGRIFTE Rursoyin,

(Zeliknssen) must not, a® & matter of principls, be in excous
of the maximum figwre fized By the Presidents of the Yrovinsias
Finones Uffieos (landealinsnsster), The Customs Offioss
{Zollkaceen) must flesofore tranafer to the Aigh Finanee

Of fioos (Tverfinansimenen) all reoular yeseinte, lmediantsldy
the astusl wash, topother with the “Firo® and "Pgatschogk®
aagunte &t the oad oF the My, ave In oxcen? of the naxisum
smoant allowsd, An exseptien te 3his wule 4s anly permitted
AT the senty presant 2 required $o moaet poyments which have
bean aumounced anhave to e made tmmedistely. AL the

snd of tho yesar the antise Etote wooadsnts must e transferved
to the digh Fiamaee “ffigsen (Uberfinanaimasen). By this date,

At the lutowt, the High Fiwameo 0ffiges {Uharfinanskassen)

wWhich ore in ragalar tou-h with the Kedehsivuptiaveq(] mist

transfar t6 the lutter 211 rogeints without any srcsptien,

aftor deduction of the oriinary exponditye,
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Prepaured by: OURGOING LISFLTCH 40%h July, 1921,
Jemes A. Logon, J¥. By We B

CONFIDENTIAL

SECSTARE  VWASHINGION

B -,633 Further reference Sub-parsgreph One owr B-511 July sixth S0P
FIRS? -~ Guestion definition word QUOTE Bxports UNLUOTE  sub-besding 4
Artiole Fowr Sohedule Payments shortly oomes before Commission for determinstion SI0P
View far-resghing general economic effect as well us effect on market our raw
materials such us cotton snd copper deem desirable again place situstion before
v Depurtment STOP
SECORD « German exports offielslly olassified as follows CGOLOE A~ JUOTE
General Commerge UNQUOTE includes all goods passing out over Germen frontlers STOP
Value not recorded SIOF B - (UOTE Asotual Commerce UNCUOTE same ss JUOTE Gemeral
gomueroe UN.UOTE with exeeption that value non-duticble goods in direct transit thra

Germany such ag Swiss wnd Czecho-Slovakian deducted STOR Value such exports 1913
eleven billion marks ST0P Bstinated value 1920 ingluding reparsation deliveries in
kind five billion eight hundred million gold marks SIOF © - (UOTE dpeeisl Commerce
UNGUOEE same sus UUODE sotusl Comueroe UN,UOTE with deduction following COLE One -
Re-gxported dutiable goods pussing thru Germany without trunsformatiom SIOP WO -
Goods belomging to forelgn nationals brot to Germeny in bond for finishing and
re-gxported LIOP Three - German goods sent abroad for finishing in bond and retwm
to Germany ST0P Velus such exports 1913 ten billion marks excluiding precious metals
SToP Betinated value 1920 five billion fifty-three million gold marks STOP
THIRD - Germans propose definition (UOTE Exports UNGUOTE be based on JUOLE

Speclal Commerce UNQUOTE with following modifications COON 4 - Exglude non~dutiable
foreign goods originally declsred intended for conswption but setuslly re-exported
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from bond without sreneformstion ingluding cotton rubder Jube ete. SIP
B - Exgolute import value foreign goods subjeet finishing and proceacing ind them
re-esported 0P O ~ Variows srvicies both Luported wnd exported by Cermay for
exasple ool Wiewt S0P  dermens vequest Only valus excuss sush exports over
imports be ineluded UTGF U - gxglufie value vepiration delivevies in kind 0P

POURTY « Sulefly dewmn propoesi Mnplies that lnpert valus all foreigs
matorials sntoring Germny wad lover exporteod bo deduoted from value todul exports
whother some ars re-suiportes without trousformation or used ix imdustirinl progesses
inoldent to axport taela A0  Velus re-odports under Clase & chove three husdred
million mexks 19033 o5GF Impors meterisls finished and ye-ewported Clasa B over
ene billler murxike 1913 S8 oltes $osel of over Oue plilion lhves hundred
million marizs to »a dodugted frem (WORE dpesinl Commerse U UOTE 1913 in estimating
JUOTE Bxpert Index U U0TL wuler Luisrpretatlon desired by Jermas U200

FIFTH - Advised $uoitly ogresi louton +hen Schedulo Puywents Grafted thet
present Jermen category LT Aotual Gommerce UF.UDEL to be wsed os Index wpon which
variable asnulty to be bssad oI  Degardless coonouls objeotions gonvinped
majority dologates Commdssion will press for suwoh pursly Jusiieicl intorpretation
whigh is in ay Judgmeit sorpect (0

SI4TH - As poluted out owr Cadle B-6li Index reslly resuits im setacl twonty-alx
’-o-zttnxnnon.hohmuoxpcctawuhntultmm&ummm will
sutomatically as=sa to Alsudvintage not enly dsomay but clso countries from which
lstter buys and obhers to whlch she sells ST  Jaterprotation o8 now antieipated

will interfove with commereiul orrargaranis i oxisitence wod gorterm lntefl betupon

| amerdes snd Commany SE0¢  In my Judgment governmonts concerned ought mike the

mmymlinpumtm&umuqt“nwmm

GEFETH - Suggest attentlon Deportment Commerce be oalled to foregoing STOP
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Dear lir. Gilbert:
I have your letter !gf July 29 enclosing copy of Ii. Boyden's
cable \;f July 27 regarding our compensation in comnection with the invest-
ment of Reparation Commission funds on behnlf of the Bank of Ingland and
Bank of France. " ,

/y/\ tv’\
We received a cable oct from the Bank of England on this
subject, and although we felt 1/4 of 1% to be a fair charge, we have, after
agein carefully considering the matter, replied to the Bank of Inglond that
we agreed to the Reparation Cormission's suggestion of 1/8 of 17 as

compensation for our services, gusranty and comitnent to purchase awy

or all of the securities on 15 days' notice.

Honorable S. P. Gilbert, Jr.,
Under Secretary of the Treasury,
Washington, D. C.




July 30, 1821.

CORFIDENTIAL

Dear Hr., Gilbert:
W/

1 thank you for copy of a cablegram from Mr. Boyden,
dated July 25, 1621, as to the reparation paymente which the German
Government expects to mske this week and the first week in August,
and which you sc kindly seat us for cur inforsmtion in ysur favor of

July 28y

Yours very truly,

Benj. Strong,

Governor.
Honorable 8. P. Gilbert, Jr.,
The Undersecretary of the Treasury,
Treasury Depstiment,
Washington, D. C.
§
GB3 MM ' -
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THE UNDER SECRETARY OF THE TREASURY
WASHINGTON

August 2, 1921.

My dear Governor: /
I received in due course your letter of July 15, 1921,

with reference to the German reparation payments...Subsequent de-

i

velopmenta indicate that arrangements have now been made, with
gsome guccess, for payments in other foreign currgncies, rather
than dollars, with guaranties against exchange risks by the Gov-

ernnents concerned. A cablegram dated July 28th from Mr, Boy-

den, & copy of which is enclosed, indicates that these arrange-
ments have besn continued for July and will probably not be
ch&mg:d for Augast.

I quite agres with you as to the ultimate effect of convere
sion into deollars, and the desirability of avolding undus distur-
bances in the sxchanges while ’ollars,‘or for that matter, other
currencies are bdeing accumlated. It is at lsast doubtful whather
our repressntatives abroad understand the exchange situation, and
whether they %re alive to the methods that should te employed to
reduce exchangs fluctuations to the minimam. On the other hand,
the aituation is largely in the hands of the Rsparation Commnission
and the principal allied Governments, and so long as we are kspt
fully advised of developments, and so far as possible civen ad-
vance notice, I should be discinclined to call any conference of
foreign exchange men such as you suggest. Do you still feel it

would be advisable? After all, ths interest of this Covernmant,
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as a Government, in the wethod of making the reparation payments,
is quite remote, and I should think that those directly concerned,
including the allisd Governments and the foreign axchange men in

this country, could be expected to watch the situation and in the
long run to eliminate exchange disturbances so far as possible.

Very truly yours,

S,UW

Benjanin Strong, Esq.,
Governor, Federal Reserve Bank,
Federal Reserve Station P. 0.,
Ne» York, N. Y.

1l snclosure
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THE UNDERSECRETARY OF THE T,

WASHINGTOBAC 2 \g‘z‘\
August 2, 1921.

My dear Governor:

I enclose for your information a copy of a
deupé%l‘éﬁi the Americen Consulate Generzal, at Ton-
don, Fngland, which sumrarizes & recent address by Mr.
Recinald McKerma &s to the method of making the German

reparation payments.
P B 41137 PI

Very truly yours,

A

¢ by
) \ ." /"’l/‘\v ]
&/ 5 / :

J /’
-

Benjamin Strong, Esq.,
Governcr, Federal Reservs Bank,
Federal Resarve Station P, O.,
New York, N. Y.

1l enclosure

Federal Reserve Bank of St. Louis
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August 3, 1921.

Dear ¥r. Gilbert:

I have for acknowledgment your letter of August 2, ea-
closing for our information copy of deepatch from the American
Consul-General at London, which summarizes a recent addrese by
lr. Regineld ¥WoKenna, ns to the method of making the German
reparation payments, for which please sccept thanka.

Youre very iruly,

Benj. Strong,
Governor.

Honorable S, P. Gilbert, Jr.,
Under Secretary of the Treasury,
Treasury Department,
Hashington, D, C.

GBa
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JAMES A. LOGAN Jr

‘aris, 18 rue de Tilsitt,

4 J.L.U:C-t s+ 1981,

i"’

PERS QUAL,

iy dear Ben,

On July 26th I wrote you a letter exclcsing certain
papers which I thought would interest you, I have not been able
to find any safe messenger until today so you will receive my
letter of July 26th with this letter.

I am enclosing herewith for your confidential informetion

LOOSE IN FiLt

l,- Anmex 1026, vhich is a gemneral report by the Conmittee
of Guarantees on its operations in Berlin during the month of June,
You already have this informetion in a somewhat condensed form in
the eable which I sent you in my letter of July 6th, This may
however clear up some doubtful points,

. LOOSE (N ¥

2,~ Annex 1027a te £, This is a printed copy of the “draft
report™ in typewritten form encloséd in my letder of July 26th
as item Yo, 4,

3.~ Copy of a cable report to the State Department, B-523,
dated July 30th, As & matter of fact, sinece this cable was sent
the question came before the Commission end while no definite action
was taken at the time there was 2 consensus of opinion that "actual
comnerce™ referred to in Fifth Parsgraph of ceble gpplied, though
additional consideration was to be given to whether or not the
value of "deliveries in kind" should be included,

LOOSE

4,- Gopies of doouments Wos, 17, 40, 41, 46, 47, 48, 50, 51,
and 52, of the Committee of Guarentees which I have just received,
I have not had a chance to read them 21l carefully but from a casual
examination I believe they will contain much of interest to you.
They are all documents which have been peepared by our Information
Service in Berlin,

As exhibltw to my letter to you of July 18th, I sent you
copy of & memorandum viven me by Bergman regarding the exchenge situation,
Te are just today in receipt of the following confidential informetion
from our representatives in Berlin:

“"Prom reliable confidential information believe
that Cerman Covermment will be obliged to
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JAMES A. LOGAN Jnr

"gsnmounce about August 20th their inability to
meat entire obligation of Cme Liilliard gold
marks which they must deliver Allies before
August 3lst, They have made every effort but
Governmental Authorities doubt satisfactory
results",

I am now preparing & cable for the State Department with this

informetion which you will probably see before this letter reaches

you, I believe that the Germens are being squeezed by speculators

today and that this has much to do with the weakening of the psper

mark, The Germans may contemplate breaking such speculation by

en ammouncement public or through leakage of the foregoing, On the

other hgnd such en announcement might even further wesken their paper mark,
You are a2 better financier than I so I will leave you to make the guess,

I don't teke it too seriously.

You will, of course, appreciate the confidential character
of a2ll the foregoing information which I am sending you with Boyden's
"unofficial" approval, .

Paithfully yours,

Do o gk

JAL/BD
Incls,

The Honorasble Benjamin Strong,
Governor Federal Reserve Bank of Few York

Wew York City, N,Y.
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JAMES A. LOGAN Jnr

Peris, 18 rue de Tilsitt. <D
8 August, 1921, S
AW ¥
N ;
. ACK & \%1\ £ .
FERSONAL BT Lo e
L e .
| % L

liy dear Ben,

I enclose herewith, for your information, copy of Amnex
To, 1045 of the Reparation Commission, This is & copy of the letter
addressed by the Reparation Commission to the Germem Governument advising
the latter of the decision regarding the interpreteation of the word
"expor ts" which occcurs in Article 4 of the Schedule of Payments, The
same guestion was referred to in enclosures 2 and 2 in my letter to
you of August 4th,

It is of interest to note the next to last paregraph on
pege 3 of the Anmex, You will see that while the Commission mainteains
its position under the existing Schedule of Payments, it nevertheless
impliedly invites the Germen Government to submit proposald for
another index, or even farther by suggesting to the Germens thet they
propose fixed psyments disregarding the index theory,

Psithfully yours,

7£¢.~ <. by

JAL/BD
1 incl.

The Honorgble Benjamin Strong,
Governor, Federal Reserve Bank of Wew York,
Wew York City, ¥,Y,
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d‘?“ SOUENE FOR THE DISCIESIOR 0F THE REPARATI '.)H\L.
GOMSISSION O THE DXPINITION OF THE WORD (

" 3 e n
BAPORTH" o

In ite letter of lay 256, 1921, the criegsiastenkomm g
requested the Reparation Commission t9 give sn interpretation $f l
the word "exports"™, which ocours in Article 4 of the Schedule of
Fayments. At the meeting of Jume 14, 1921, the Repvaration Com-
migsion directed the COUIITTHEE OF GUARANTHES to take advantage of
its visit to Berlin to learn the views and objections of the
Germen Government in regard to this matter, so as to enable the

Reparation Comnisgion to adopt & decieion on the guestion with
4 : -

full knowledge of the facts.

In its letter of July 21, 1921, the German JOVerﬁ'nerlt
sent to the Reparation Comnission & report on the remarks submitte
by the Geruan sovernment; the gquestion which the Reparsation Com-
migsion hss now 1o settle ia whether the word "expor ta™ in
Article 4 of the Schednle of Payments is to receive the definition
given it by the Germans in their statisties before and since the
war , that is, in 1913 and in 1920, or is to receive & more re-

stricted interpgretation, founded chiefly on the measwre in which

an expart amay be considered to increase the wealth of the export-
ing country.

The difference is iaportant, sinee if the second inter-
pretat ion 1s adopted the figure of 10,092 million gold marks

”

reported by the German Government in its export statistics for
1913 will be reduced to 7,466 million, and will inevitably be
gtill further reduced by the logical upplication of the princi-
ples under lying this interpretation.

The Reparstion Commisslon does not ignore the fact that




3614‘" 2 -

all of Germany's 8xporte are not a source of wealth to her , es~-
pecially not to the amount of 26%; it does not, however , consider
that it can give to5 the word "exports" any other interpretation
than that which the German Government itself gave to it in the
export statistics. The following reasons sre sdvanced in su pport
of this point of view:

1. When the Reparation Commission drew up the Schedule of
Payments on ‘lay 5, 1921, 1ts purpose was to determine the methods
by which Germany might pay off her reparation debt. It wished to
postpone the isasue of & portion of the bonds representing this
debt acocording to an index that it has chosen. In adopting this
index, it took as a basis the figures of the German statistics,
asguming that these figures develop ss yrices rise and German in-
dustry revives. It would be giving & false value to these basic
figures and to the index itself if the worR "exports” now received
an interpretation different from that on which the ealeulations
were based which detormined the cholce of the irndex, and it wouwld, ‘
by reducing the varlable snpuity, indefinitely postpone the payment
of interest on the entire debt and consequently the clesring up of
the latter.

Ze The objections urged against thie interpretation are
bagsed on & false conception of the main idea of the Schedule of
Payments. The Reparation Commission 4id not intend that the
reparation dedt should be paid solely from the profits which
Germen industry might realise from its exports. This erroneous
eonception arises from & confusion betwsen Article 4, which adopte

an index, ani Article 7, which provides & gusrantee by means of a

levy on exports. The Schednle of Psyments, in an esseatial

eorollary, imposed on the Germen Government the obligation of

reimbursing the exporters for this levy.

3. It mignt doubtless be meintained thet the index thus
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defined would remult in & conflict of interests between the ex-
porters and the mass of German taxpayers, since it i1s to the advant-
age of the latter t0 reduce the variable dmnuity and to poastpone the
paying off of the repareation debt, whereas the former wish to
develop their bDusiness in order to increase thelr profits.

These sre disadvanteges which might lead the German
Government 10 examine the question and %o propose new indices, or
to formulate other plans for the payment of the debt; they eannot,
however, influense the Reparation Comamisasion %o n0dify the index
which has served as the basis for its ealenlations and its economie
ectimates.

4

The Reparation Commissi on reserves the right 1o declde

<

later whether it is necesgsary to imslude in the index the deliver-

jes in kind made by Germany to the iAllies, in particular those

goods which Germany would not have exported by way of normal

comueroe and which would pot normally be included among her com=-

mercial exports.
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JAMES A. LOGAN Jr

Paris, 18 rue de Tilsitt,
10 August, 1921,

PERSONAL

My dear Ben,

By this time you are doubtless overfed with the letters
I have been sending you, However, both Boyden and I feel that we
should let you kmow matters of particular interest in the general
financial situation, so I am writing you another letter.

I enclose herewith, for your confidential information,
viz:

1,- Copy of a letter from the German Govermnment to the
Committee of Guarantees, dated July 29, 1921, This letter is
the German reply to the 5 Notes of the Guarantee Committee, which
were transmitted to the German Govermment on Jume 28, 1921, The
full text of the Guarantee Committee Ammexes was given in Annex
1026 which I forwarded as enclosure ¥o, 1 in my letter to you of
August 4th, The German letter has not as yet officially come
before the Committee and I have as yet only studied it in the most
casual manner lo Iammnngno comments on it,

- Annex Ko. 1043 of the Reparation Commission, This is the
full roport of the results of the regent Louchsur-Rathenau conversations
congcerning "deliveries in kind", This subject is referred to in my
letter to youm of July 26th as Item 6, The question has not as yet
been passed on by the Commission,

Faithfully yours,
"/ﬂg.‘ G. Fqe

The Honorable Benjamin Strong,
Govermor, Federal Reserve Bank of Hew York,
New York City,

http://fraser.stlouisfed.org/
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1971

THE UNDERSECRETARY OF THE TREASURY

&

WASHINGTON

CONFIDENTIAL.
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August 10, 1921.

liy dear Governor:

I enclose for your confidential information
a copy of a paraphrase of g cablegram received
from Boyden, dated August 5, 1921, as to the
Possibility that the Gemmean Government will be
mable to meet the repa:ratiqn Pa@,"f‘?nt‘ due in
Auguste. P |

Very truly yours,

i e B

\ ] ’,/ 7 d 9
/ 4 Y
L . ’ / i ’“,h/;f’_f‘,‘ // Py

Benjamin Strong, Esq.,
Governor, Federal Reserve Bank,
Wew York, N, Y.

1l enclosure.

.org/

Federal Reserve Bank of St. Louis
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PARAPHRASE OF CABIEGRAN.

FROM: Amprican Embassy at Paris, France.
DATED: August 5, 1921, 6 p. me

RECEIVED; August 5, 1921, 3337 p. ms

NUMBE Rs 477. Bub26e

Reference is made to wcsh\ﬁn B-6l6. The
following order has been received by the Commission
from its Berlin representative:

"It is beliesved from confidentisl and reliasble
information that German Government will be obliged to
snnounce about the 20th of August their inabllity to
meet the entire obligation of one milliard gold marks
which they mst deliver %o the Allles before the 3lst
of August. Every effort has besen made by them but
governmental suthorities doubt satisfactory results."

While I do mot take the foregoing seriously, sug-
gest a confidemtial reference %o the Federal Reserve
Board amd the Treaswry Departwent. Boyiem.

HERRICK,




2717
THE UNDER SECRETARY OF THE TREASURY

WASHINGTON

CONFIDENTIAL. August 20, 1921,

Digitized for FRASER
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Dear Governor Strong:

I enclose for your information a copy
of a paraphrese of a cablegram, dated August 19,
1921, from lir, Boyden, with further reference to
reparation payments by the Germen Government on
August 20th and August 25th.

Very truly yours,

Y (
J - \.A‘t (

—

Benjamin Strong, Esqg.,
Governor, Federsl Reserve Bank,
New York, N, Y.

1l enclosure.

Federal Reserve Bank of St. Louis
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J’ Green

Paris

Dated August 19th, 1921,
Recd, 942 a.m.

Jecretary of State,

u‘Shlngm, De. Ce

517, August 19¢h; lOam.

B=b49. Supplementing my B=H45.

German Government notified Reparation Commission would
pay August 20th, sccount Belgian Govermmeant twelve million seveon
hondred f£ifty thousand dellars; six million poumds sterling, twenty
three million five hundred thousand Frensh Frangs; ten miiliom
Belgisn francs; in addition twelve wmiliion marke gold voin (see Be
518) Zoxwarded New York stemmmyr "SUDBURY" expected to arrive sugust
18¢he Further peymenis would be effected August 25th. Oune Milliom
two undred fifty thousand of foregoing would be assigned Morgan,

Few York, account British Treasury. Boyden.

HERRICK.
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t CABLE MESSAGE FROM THE AMERICAN AMBASSADOR AT PARIS AUGUST 8, 192%,
". Moy 0. 516.

PARAPHDASE

Commnicates message from Boyden, B-548, referring to his
nessage B=545 and preceding messages relating to the same subject.
Logan has been told by Bergmamn that he has just received
information from Cermany that that Covermment will before the date
August 31, meke payment of the emtire milliard, and that this payment
will be made without drawing on the metal reserve of the Reich Bani,
as had been previously expected. It was added by Bergmamn that
Germany, with a view to making the entire payment by August 31,
had obtained through the Reich Bank loans for short terms from
Great Britain, Switzerland and the Netherlands, amounting to a
total of some three hundred million marks gold. Some of these
loans fall due before the middle of September. It was unierstood
generally that these loans for short terms had been made, but the
dates vhen they fell due were not known by speculators. Conse~
. quently, it was said by Bergmann that he thought the existing low
‘ value of the mark might be maintained after the last of the present
month, inasmch as payment of these short term obligations mst be
mde. It is sugpested that the Federal Reserve and the Treasury
might be confidentially advised.

DA =JT/SS~GEM
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ASSISTANT_“S"ECR ETARY OF THE TREASURY

| Al

NASHINGTON

August 22, 1921.

. n\
Lear Ben: %\‘{\J\

Attached are two cable items which may be of
interest to you. It is a little dangerous to send them
while you are in your present company,\ but still I am
taking the chance.

Hoping to see you tomorrow night,

Yours always,

E.We
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-Copy~ 2

Paris, 18 rue de Tilsitt,
22 kugust 1921.

Controller—-General Mauclere,
President, Committee of Guarantees,
Hotel Astoria, Paris.

liy dear Controller-General:

It seems clear that Germany will complete the one millisrd
payment by August 3l. Doubt as to this point and the influence
of the vacation season have led to an interval of inactivitye.

I take it for granted that the Committee will now promptly come
to life and proceed to carry into practical effect the decisions
as to the security to be obtained from Germany and as to the
supervision to be exercised over Germany's finances and customs;
also that the Committee will shortly hold another conference with
the German Government in Berlin.

But 1 wish to suggest the necessity of considering certain
broader lines of policys. The appointment of this Committee as a
special instrument of the Reparation Commission for dealing with
the inflemnity and the bonds, and with Germsn finances in their
relation to the indemmity and the bonds emphasizes greatly the
responsibility of the R.C. Iven more than before the Powers whom
we represent amd world opinion will naturally and rightly look to
the Reparation Commission, and the Committee of Guarantees to
influence the course of events within the prescribed limits, to
point out measuree necessary to reach the desired ends, to warn
of impending danger, to pass Jjudgment on Germany's efforts and
their success or fajilure. Our work should now be of more positive
and consftructive character than before. I believe this is not
only a duty, but an opportunity both for the Commission and the
Commi ttee.

In elaboration of the foregoing, let me suggest two lines
of policy:

First. 1 believe that it is utterly impossible for Germany
to pay the army costs, the clearing house balances, the expenses
of the various commissions and the reparation cormmissions and the
reparation anmiities, unless some working scheme for large deliveries
in kind is arranged. I believe also that it is necessary and
practicable to use German labor in the devastated regions.

Apart
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Apart from the advantage to reparations I regard these two
things as of extreme importance for other reasons. First, they
help to prevent artificial distortion of the economic life of
the countries in which the devastation was greatest. It would,
for instance, be a permament injury to France to divert from
natural and permanent lines a large percentage of her industrial
effort to meet the needs of reconstruction. Second, such arrange-

'~ ments for the use of Germen materials and labor would minimize
the danger now feared by all countries, viz: that Germamny's ex-
ports, sti}.\ulated by the necessity of meeting the indemnity, and
by her depreciating exchange and conseguent low labor cost, will
disorganize the market and industries of all other countries.

S0 far as we are all in agreement on the foregoing, 1 believe
the Commission and the Committee should make every effort to bring
about such arrangements. We should emphasize their necessity,
perhaps publicly, but certainly to our governments. We should use
our influence to prevent the less important disadvantages and dif-
ficulties from obstructing the great advantage. And we should urge
speed; already four months of the first yesr of the Schedule of
Yayments have passed.

Seconde With or without such arrangements, Germany may succeed
in meeting her obligations. But suppose she does not, what is then -
the position of the Commission and of the Committee? We all know
enough and hear pessimistic opinions enough to realize that this
contingency ocannot be considered too quickly or too carefully. In
my judgment the amswer is =

A. The Commission must be in position to say that with the
aid of the most competent economic and financial advice it has
followed intimately the details of the German effort, that it has
stud ied carefully the practical methods of accomplishing results,
that it has suggested tothe Allies and to Germany promptly every
possible means of improving the situation.

Bs The Commission and the Committee ought, if Germany ever
defaults, to be in position to say, and to say authoritatively be-
cause it knows . better &2t least than anyone else, what are the reasons
for the fallure. The importint guestion - not only for Germany, or
for France, but for the world, will at that moment be - Has Germany

really

igitized for FRASER
Wttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis




Digitized for FRASER
http://fraser.stlouisfed.org/

really tried to fulfil her obligations? There are plenty
of Jjournalists, politicians, and partisans in Germany and
elsewhere whose loud vociferations of opinion can be fore-
told today. But the question whichi will then be the most
important cuestion in the world ought to be answered by
the best authority in the world. The Commission and the

Committee ought to be in position to speak with that
authority.

I request that the Secretary Gemeral of the Commit tee
have this letter reproduced in French and English and cir-
culated as & regular Amnex. I also request that it be
entered on the Agends for consideration at the next meet~
ing of the Committee of Guarantees.

Faithfully yours,

(Signed) James A. Logan, Jre,
; Unofficial Representative
of the United States with the
Commit tee of Guarantees.

Federal Reserve Bank of St. Louis
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August 28, 1921.

Dear Er. Gilbert:

I acknowledge with thanks receipt of your letter of
Adugust 20 enclosing fer our confidemtizl 1nfornatio§ & copy of
& parsphrase of = cable dated August 19, 1921, from Mr. Boyden

with reference to Reparation payments by the German Government.

J. H. CADE
Deputy Governor.

Very truly yours,

Honorable 8. P. Gilvert, Jr.,
Under Secretary o the Treasury,
#ashington, D, C.




THE UNDER SECRETARY OF THE TREASURY

WASHINGTON

~

August 26, 192l1.

P o 4
e
L R "
Dear Governor Strong: () ((\‘;,
I enclose for your confidenti
information = copy of a cablegram re-
ceived to-day from lir. Boyden, with fur-
ther reference to the Germasn reparation
payments due August 3lst.
Very truly yours,
<*— !

—

4

J

Ben jamin Strong, Esd.,
Govemor, Federal Reserve Bank,
New York, ., Y.

1 enclosure.
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FILING DIV,

COPY

| A

CABLE MRSSAGE FROM THR AMERICAN AMBASSADOR AT P
August 25, 9 P.M., 1921, No. 523. e
PARAPHRASR)

Commnicates a message froin Boyden, B-552. Referring to pre-
vious message B-549. Announcement was wale at 12 M, August 25, that
there remains as the balance of the Milliard dus August 31, pold marks two
‘hundrod forty-one million five hundred thousand. Announcemsnt was also
maie that on Auéust 26, paymente would be made as follows: sterling
two million; dollars fourtsmn million seven hundrsd thousand; Belgian
franss twenty-five million; French francs twenty-seven million five
hundred thousand. On August 23, official information rsached the Com-
mission from the Germans that forty-two million marks in specie had
been shipped to Brussels from the Reichsbank, to meet any deficit which
might exist after Germany had completed her payments in the currencies
ofthe alli;d nations; but at Bruseels no information had bsen received
that the specie had been really forwarded. Should the other paymants
which have been notified be corpleted, the additional forty-two million
would exceed the amount Germany is bound to pay. I think it likely that
Germany annoﬁnced the above mentioned specie shipment as a precaution in
case she might not obtain some of the loans made for short periods.

As regards this, please consult my messages 548 and 545,
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THE UNDER SECRETARY OF THE TREASURY
WASHINGTON

ONFIDENTIAL August 27, 1921.

My dear Governor:

I quote for your further information in
connection with German reparstion payments the fol=-
lowing cablegram from Mr. Boyden, received to-day
through the State Department:

"B=553. In reference to B-552. Germans
officially advised to August 26 that Belgium
refuses to accept 42,000,000 gold and Reichs-
bank will ship tc New vork for Reparation
Account between fifty to sixty million gold
marks August 27 or 29."

Yours very truly,

".‘ L """"\%

W

)
{
< ' 4

Benjamin Strong, Esq.,
Governcr, Federal Reserve Bank,
New York, N. Y.
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August 29, 1921,

Dear Mr. Gilbert:

|
4
 # ack‘nfledge with thenks receipt of your letters of

August 26 and 27 quoting for our confidentizl infcrmation two
cablegrams received from Mr. Boyden in connection with German

Reparation payments.

Very truly yours,

|

i . H. CASE
Deputy Gowvernor.

Honorable S. P. Gilbert, Jr., e
Under Secretary of the Tressury,
Washington, D. C.
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