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Regular Meeting

of the

Board of Directors

of

Es^rt~Import Bank of Washington

A regular meeting of the Board of Directors of Export-Import

Bank of Washington was held in Boom 445$ Federal Loan Agency Building,

in the city of Washington, District of Colmtta, on Wednesday, the 6th

day of February, 1946, at 10*30 A*M* of said day,

d e following members of the Board of Directors were present t

Mr* William McC* Martin, Jr*j Kr* William L* Clayton, representing the

Secretary of State and having been designated by the Secretary of State

to act for him} Mr* Clarence E. Gauss, and Mr. Lynn U. Stambaugh*

Mr* Herbert E. Gas ton was absent.

Aleo present were Mr* Wayne C. Taylor, President} Mr* Hawthorne

Arey, Vice President and General Counsel} Mr. W. D. Whitteraore, Vice-

President} Or* August Maffry, Economic Adriserj Mr* Norman T. Ness,

Eoon^aio Adviser on tetin Ameriea| Mr* Sidney Sherwood, Secretary of

the Board| Mr* IS&lio G* Collado, Deputy to the Assiatant Seeretairy of

State for Economic Affairsf Mr* Walter C* Satier, Assistant Gemral Counael

and Assistant Treasurer} Mr* Richard N. Johnson, Assistant to the

president! Itr* Frank A* Waring, Economic Adviser on the Far Eastj and

Mr* Bernard R. Bell, Economist.
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Mr* Martin, Chairman of the Board of Directors, presided

over the meeting and Mr* Sherwood acted aa Secretary.

The Secretary presented the minutes of the regular meeting

of tii# Board held on January 30, 1946* The Ch&irtaan directed that

the&e minutes be received at this meeting and acted on at the next

meeting• Mr* Coll&do suggested certain corrections ^hich were noted

toy the Secretery* The Chairman inquired at to whether there were any

further corrections in the minutes of the regular meeting of Jarruary 23,

194&* There being no further corrections, motion m * made, seconded,

and carried that the minutes of the January 23 meeting be approved*

Statement of Condition aad T&mims Statement for 1945

The Chairman referred to the St&teraent of Condition and

Earnings Stateisi&it p«©par#€ fcy Mr* 3tAm&&n for tm&lml®® in Ohm S*&1~

annx^.1 Report • KB Borne of the menders bad not had the opportunity of

atudying the change© In the fO3rm of the report suggested in this

presentation the Chairman directed that all comraentg concerning thera

slioiiM b® £vmX$}m& &r» iaffry not later than Friday of thl* mate.

He stressed the urgency of getting the report to pmm at aii sarly

date.

Chinese Credit

Mr. Waring reviewed tao transportation sitxiation in China!

pointing out the urgent need for replacement of transportation equipment,

which account© In Ijurgt part for the &o&l #fe^rtag# in ttanj ^ r t s of

CShljaa* Mr* faring omtXl&ftdi ths i t i n pottAe im hi® »^Mcnuei!iisi of TmWmrj
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4 to the Board of Directors pointing out that the principal features of

the proposed credits to China would fa l l into the following three

categoriest

For tlie pw?t&m.m of 10 S~3 nmr-lanilt skips far
coastwise trawl 14* 243#750

For the purchase of 16 older ships for coast-
wise tnxrol, and 4 tankers 4,400,003

For the purchase of transportation and other
equipment for emergency rehabilitation, including
railway repair material, coel-mining equipaent,
auxiliary power plants, and petroletaa products ?̂*650*OOP

Total 46,293,750

Hr« faring mentioned tkm problem coaoermiBg psmmT plmats fm?

China with partictalar reference to the qxiestion as to whethor frequen-

cies should be 50 or 60 oyelsf vfeddih lie Imd &±Bcmm& with Br» Wang#

Ho referred to a proposal that China recelre one laillion kilowatt hours

from Japan as part of Hi© repanridoa** As Japywse pcnrer It ^CWoyelo,

I t woiold f i t In '#ith 60-cycle equipaent f-arnished In connection with

the proposed loan. In response to a question, ir* Waring stated that

there lg nothing oosuMnmliig tel̂ t̂ NKftwdoatlSfiit In the present propo-sal

and that the Chinese have mot praised tmt telecommunication equipment,

ir# fensi stated that he had oteanract in CSiina that most

plans for mcomtroetlon aM deimlopmeiit eonteatplated larg^ toerie^i

^politieal11 Imam &ai itoat tiiere urns l i t t l e or mo erideaee of seriotas

consideration fagr tihe Chinese of ways and ia#ans of repaying ma&h loans #

Ihls Bankf however, in ejctesdlsg eredit mvtst ha^e reasonable assurance

of repayment. Mr* C^uss f?iigge3ted that Hie Chinese should now be put on
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notice of the necessity of proper showing on this point.

With regard to shipping, Mr* Gauss pointed out that the

China Merchants Steaa Navigation Company seems to have been gat up as

the agency for Government monopoly control of chipping in China arid

stated that th i s Company has a poor reputation ag to tooth management

and operations • Re stiggested ttiat the proposed credit for ships might

be made contingent upon specific &#§wam# that the Chinese Government

is taking steps to provide competent management̂  but ®M®& tiiat recognis-

ing that there are difficult pol i t ica l problems involved in the China

fiituation I t may be desirable that th i s suggestion be referred tor

aojiaider&tiem Ijr the State £epart@ent and G#B«ral IfershEll*

Mr# Gaii^s stated that h© #©#* mo Be^emslty fmr #10 proposed

credit fur the pwobmae of petrolem prodtista} larga purehaasft of B®&ii

prodiictr: aare made in the wra&l eo^iraa in. Cki^a| China i s xiot vithoixfc

awilable dollar r«donre#« for smoh operating eaqpansee} and there i s no

©otiad T&&mn for our looe^twrn fInaaoing of toiE partiomlar item*

Goncermiiig tihe four taakere tnclv&md in the AlppdLog proposal^

Mr* Qaioas wma of tfee opiidoa ttiat tlie M k tfaotfld reqiair© a sati0fa0tory

expluat ioa of their wmd im oonneotion with the operation of the oil^

burning ghip#« H© pointed to the CSiiLmTO digcloaxira that these tas&sra

®&y la ter b» ^uied to te&ng crtsd© o i l from Arabia for refining in China*

Ckmpii&g thi* with %e reeeat ptarthaee of refinery equlpneztt bor ShJUm

fr^t the BPCf i t aeeaed to him that th# Chlmsm Qf^maamnt le aracione

to net i tself 19 im the o i l boeiaew* ISiei^ ixropoemlin therefore f

prepemt a najer policy pi^bl#m for coteideratloa by the Bamk# tmm*l&9
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how far will the Sank go la establishing ezt^lts to allow CMm to cut

across the established lines of American business in that country? Be

Buggested that the Bank might discuss the matter of the tankers and

refimrgr with Jjaerleaa o i l interests in 0x^0^ to get their side of the

picture, especially as be uxodergte.nds that the American and British o i l

companier) in China have been negotiating with the Chinese Government on

the siibject of jctroleias developaierrt aid refining in that coxmtry.

lirm Gauss expressed approval of consideration of the proposed

credits for coal mining equipment and power plants, ulnae these projects

contemplate expert Aiaeric&n technical advice and aaeistance^ However,

he believed that the Bank should ascertain more definitely Chinese willing*

nees aiid reeogoltlon of tespanelMHty to vep&y the prepoeed l̂ am#«^

Kr# Maffry CNMas&ented tbat tfeeî - #eem#i to lae a somawhat indifferent

attitude on the part of the Chim&$ Supply CoiEsaiê lon toward a detailed

study of ttieir ability to repay,

Mr* Clayton stated that, in hia opinion* there Is a dlfferanee

between asking the Ghlî g© to express their v;illingn«es to pay and

determination of their aMlity to pay* He fe l t that we must a#smie

their sfiUingneea to pay* A® to their atollty to p&?$ we earn raise

the qttft&tion witii them of isiien tti#y expect to gat into a swpitis export

position 00 that tfeey cam r#pay» Kr« Clayton fe l t i t would *te entirely

proper to question Qii»i eom^minf her Intention with regard to oil*

However, he jointed out tliat tte United Staten has tm right to t e l l

(Mna that sh© cannot nationalise any of h@r i&dwtrles* We ean only

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



~ 5a -

decide how much of our monay we are willing to l*nd to China to be t30®d

for Batiouaiis&iiom of iMtasiry, Ha aluo m s in tawr of aakiag China

to establish Mete r^aao^aMle la&leatlon that ^te eaa ssor t t s t the credit

for tfa© pwobaie of #idp0f altfeow^ in tfai# eonaeetlon w# olgtit bear

in. siind tiiat the Uteited Stat@g hae a gz^mt fravpltaa of ships whiefa i t I s

important to dispose of* He also fa i t that i t odLĝ t be adrirabtLe to

inveetlgate forUier Chir^se requests for petroleim products.

The Chairman stated timt, in accordance with asteMULtked pro-

cedure, the proposal for the ^6,000#000 credit to China wo'uid not be

acted on a t this meeting. He suggested further consicieratioh by the

members of the Board of the proposal in the l ight of the dlscnBBlon

(contimj&d 0a page 6)
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and stated that it would come before a subsequent meeting for action.

Cotton Credit

In the course of the above discussion concerning the new

proposal for a $4.6,000,000 credit to China, the Chainaan raised the

question concerning problems in connection with the Chinese cotton

credit in the amoisit of $33,OGQ,GGO, Er« Sauer stated that the plan

was to mice the #33*000,000 credit to the Bank of CftdLna and that Br#

Wang had stated timt it would be made available to the Chinese Textiles

Industries, which is a government concern. Purchases of cotton would

be made in the United States by the Chinese Textiles Industries. Dr.

Wang is willing to furnish the Bank with am understanding that distri-

bution of cotton so purchased will be made to government and private

mills without discrimination* Mr* Sauer reported that Dr. Wang was

unwilling to go along with our request that the Bank allow private

interests in China to buy direct from United States suppliers• Mr*

Sauer pointed out that Br« Wang feels that this request goes beyond

the credit arrangement*

The Chairman stated that we had attached conditions to the

loan which go further than the original proposal and that, in his opinion,

this matter falls ©ore within the responsibility of the commercial pol-

icy of the State Bepsarteent than within that of the Bank* Mr# Clayton

expressed agreement with this point of view, pointing out that it would

be difficult for China to agree to make the purchases of cotton
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absolutely free inasmuch as China has the right to control import®*

la pursuance of its commercial policy, Ir. Clayton pointed out, the

State Department is trying to get rid of controls* He suggested that

before signing an agreement we should decide just how far we want to

go*

At the conclusion of the discussion it was understood that

Mr* Sauer would continue his discussions with officials in the State

Department concerned with commercial policy*

Application for Credit by Aeronautical Radio de Mexico.

Ifr* Taylor stated that he was in favor of the Bank taking

favorable action on the application by Aeronautical Radio de Mexico in

the amount of $3,000,000, repayable with interest at four per cent over

a 7-year period. The purpose is to assist in the purchase of United

States equipment, material, and services to be used in the establishment

In Mexico of facilities for radio communications, meteorological,

navigation, and airport control facilities for commercial airlines*

Mr. Hess summarised the proposal, referring to the Board's previous

consideration which was held pending receipt of Ambassador llessersmith*s

opinion* He reported that the Ambassador has now expressed his unreserved

approval of the proposal* Mr* Hess pointed out that it is proposed that

the Bank and the company finance equipment purchases on a 90 p^r cent-

10 per cent basis* Only to the extent that the proceeds of stock
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0iiteeriptliO0s applied as working capital mxmwi 10 per e#mt of the

company1e borrowings for the purchase of ntw buildings and land, there-

fore, wil l th# amber* * •qnltgr la th$ #mt#rpri&e exeeed 10 par cent*

Mr* HUM stated that on the aeri te of tht proposal ha hae no reserva-

tions, although he # :̂p*#sp#d scoe misgiving ecKieeraing the flire-ysar

texau He thmight i t ml^it m possible to secure an exteissloxu He ̂ mn

not disturbed aoout lending for ©even /©art for material ^ i c i i i s

reported to have a&ly a five-year l ife* H# expl&lssd that the imterial

i s only a part of tiie creoiv aM i m t opinlor^ vax^ as to i t s possible

life* In ot ter words, the estixoat^d five-ye&r obbole^c^nce i t uterelj a

round figure* Furtfaerwire. a shift to Yfth«f« equlpasesit Bdgbit not prow

practicable because of the terrain in Mexico* Mr# vStaabaiigh suggested

that member coiaĵ anxes be reqiiireci to obligate the^eelvec to continue

payment of monUiiy aeseg^iuento -until th* loam i£ pai^ oii\ The

Chainaan inquired as to the possibil i ty of obtaining th# required

crtxiit from the capital market. Mr, Taylor ^mphaaistd the vrgency of

the loan, indiaatiag tbat i t i s basically && ai r safety proULMi* Mr*

Clayton expressed the opinion that the conpanios ahould De induced to

commit therasolrse not to withdraw during the period of the loan. Mr,

Taylor coa&ented that 80 per cent of the companies are Mexican and -hat

i t would not be possible to get them to make such a coaaraitment. In the

discussion i t wan brought out that tiiese coiupanies wil l not he &KLe to

operate under tho law without the equipment r^ueeted, which mmvM
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minimise the likelihood of their withdrawal* Mr* Stambaugh expressed

concern lest this loam establish a precedent for 90 per cent financing*

The Chairman stated that in view of the questions raised

action on the proposed loan would be deferred until the next meeting*

Charges by Eximbank in Respect of Commissiong. or Fees

The ChainaaB stated that Mr* Hhittemore is collecting acme

isaterial on this question which will not be ready for discussion until

the next meeting*

The isroposed loan to Poland and the request by faca Airways*

B* Am for additional financing were received by the Board for considera-

tion and action at a subsequent meeting*

Semiannual Report

Mr# CoUado questioned the desirability of raising in the

report the controversial question concerning tied loans*

The Chairman commented thatf if the pfrULcy concerning tied loans

is clearly stated in the report, it would be preferable to do so* fo

do otherwise might indicate that the Bank was merely ©fading a contro-

versial issue*

Qancell&tion of gndjgfaarsed Balance of the First Finnitfji Credit

Upon motion duly inade and seconded, it was resolved as follows i

TOSKS&S, fcy resolution adopted December 13* 1939, as amended,

the Board of Trustees of Esport-Iiaport Batit of Washington (hereinafter

called the ^Bank11) authorized a line of credit in faror of the
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Fini&sh~American Trading Corporation of Mew York (hereinafter called

the •Corporation11) to finance the purchase and exportation of American

agricialttiral and other pgrodueta to Finland, and by resolution adopted

March lf 1940, as amended, authorized an additional line of credit in

favor of the Corporation to finance the purchase and exportation of

American agricultural and other productsj and

Wffl&i&S, pwsuant to resolution adopted by the Board of

Directors of the Bank on January 16, 1946, the Bank has established a

new Urn of credit of ffairty~Fi?e Million Dollars (135/000,000) in

favor of the Bepublic of Finland and has agreed to refund the outstand-

ing indebtedness of the Corporation mder the aforesaid lines of

credit in favor of the Corporation, by accepting the promissory note

or notes of the Republic of Finland in the amount of such indebtedness;

and

IHJ5R1AS, it is mm in order to cancel the mdisbursed balances

of the lines of credit in favor of the Corporation!

HOW* raEREFOII, BE IT EE3GLV1D, Baat Urn Bank cancel the

undisbursed balances of the lines of credit in favor of the Corporation

authorized by resolution adopted December 13, 1939, as amended, and

resolution adopted March 1, 1940, as amended; and

WSSQLVW FHB1H1R, that the Chairman, Yice~Chai:naan, President

or a Vice-President be and he is hereby authorised and directed to take

such action not inconsistent herewith as he may deem necessary or

convenient to effect the cancellation and otherwise to carry this
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resolution into effect.

Personnel

Upon motion duly aade and seconded, it was

BESOLVBD, Ili&t the President or a fiee-President of the Bank

be and he is herein authorised and directed to employ Margaret R*

Abbott as a Cl®rk-Typ±&%, CAF-4* at a salary of |2>1QO par anm*a.

RESOLVED, B m t tb© authority g^tnt#d to th© President or a

Vic«M»Pre§id#nt of Uie Batik ty resolution adopted Jamtmiy 16, 1946 to

employ Evelyn I • Joyal as Senior Clerk-Stanogi^pher, GAF-5 at a salary

of |2430 per annum be and the same is hereby rescinded*

!£here being no further tmsineps to oome before tfo& Board,

the meeting stood adjourned*

Chairman

Attests
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Special Meeting of the Board of Directors

of the

Export-Import Bank of Washington

I#ld in &o»eu&if* Session 011 Vedmwfagr* F&taraguey €f 1%6

Following i t s regxalar aeeting held on February 6, 1946, the

Board of Directors of the Export-Import Bank went Into executive session.

The following ambers were preeentt Br* Martin, Chairman of the Boardj

Mr, Clajrton, repreeenting tfae Secretary of Statef Mr* Stamta-ugh, and

Mr. Gauss* Mr, Gaston was absent. Mr. Taylor, President of the Bank,

and Mr. Sherwood, Secretary of the Board, were also present*

Mr* Taylor eta ted that tx>th Mr. Martiii and he had recognised

that the present s«t-up of tha Bank W&B not feasible in view of the

fact that Hit management of the Bank had been veeted tn a full-time

Board of Directors, and that the Bank coiiLd not be managed 'ooth by the

Chairman of the full-tiiae Board and the President of the Bank. In

vtw of tills situation, Mr* Taylor stated that he had reached the

conclusion that the only solution would be for hi® to withdraw an

President of the Bank. Accordingly, he tendered his reslpmtiom to

the Board. The Chairman expressed agreement with Mr* Taylor*e statement

and reported to the Board that he and Mr* Taylor had diseased the

situation fully tui had mutually agreed that teere was m other solmtioii.

Urn further stated that he and Ur» Taylor had gone to tha Fresidemt
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together and diecussed the matter, and that the Frevident heut agreed on

the proposed solution, the (Shainaa expMMtd regret that tiie Bank

W0UW t>e losing ! r # Tayi©r and enpreaaed gratitude t# hi© far the w r y

great *#*l0ta&ee h* had given during th© transition period, from the

former %mr& of S rwtw* awmn^e^mt tp tfee atsuiptlon toy the fmll-tim©

Board of i t s management re ©jxmei b i l l t i e s .

tli\ Clayi>on m$$tm&&& regret t t e t Mr« Taylor wouici be

lsaring the Banic and oofiu:teiited that th© manner in which thlf organi-

zational impasse had been solved w&a unprecedented, at l eas t diiring

his experience 1m Government, Be f e l t that the fact that I t had teen

solved in thig manner was a high tribute to both Mr* Martin and Mr*

Taylor in that they had frankly faced the facts and reached a mutual

agreement me to the solution of the dilemma • The other member® of the

Board concurred In the statements made by Mr. Clayton*

I t was usaanijBously agreed that the Chairman should m&Bmm

the duties previously assigned to the president in addition to those

of Chairman. The combining of the tw# offieee was agreed upon as an

appropriate meidbtod of vesting t^e HMumgMeitt of tlie &ii& direct ly in

the nmt ftfll^tJUui Bcmrd provided for tgr the reeont ^pdrtr-Impcirt B&rtk:

legislation*

I B aeeepiiog Mr# fayl#r*n i^iigm.tiom t the Board adopted

the following resolutions
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IISCEii®! Ih&t the Board of Mr^ntort #f ttt& Bil^rt-Impart
Bank express tlaolr sincere appreciation and deep gratitiade to Mr*
T^iyl^r f^r bin abl# s^iimiftrmtiom of ttot# Bartc during tb« dlfflotilt
peri0d of tlte p u t y»ar aad 1 E toe transiti0ii to the aev frnm of
management. His deep interest and complete cooperation have beam of
insetimable raits* in aiding the Board in the assuraption of i t s duties,
Hi« i#parfciap# 1# cauue f w sincere regr t t caa the pprt of ®aefe #f tha
members of the Board.

There being no further toslnes&# the executive session was

adjotJTBod*

Chairman

Att#«ti
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