Regular Meeting
of the
Board of Direetors
of
Export~-Import Bank of Washington

A regular meeting of the Board of Directors of Export-Import
Bank of Washington was held in Room 445, Federal Loan Agency Building,
in the city of Washington, District of Colwumbia, on Wednesday, the 6th
day of February, 1946, at 10:30 A.M. of said day.

The following members of the Board of Directors were present:
Mr, William MocC. Martin, Jr.; Mr. William L. Clayton, representing the
Secretary of State and having been designated by the Secretary of State
t0 act for himj Mr. Clarence E. Gauss, and Mr. Lynn U. Stambaugh.
Mr. Herbert E. Gaston was absent.

Also present were Mr. Wayne C. Taylor, President; Mr. Hawthorne
Arey, Vice President and General Counsel; Mr. W. D. Whittemore, Vice-
Preaident; Dr. August Maffry, Economic Adviser; Mr. Normean T. Ness,
Economic Adviser on Latin Amerlcej Mr. Sidney Sherwood, Secretary of
the Board; Mr., Emilio G. Collado, Deputy to the Assistant Secretary of
State for Economic Affairs; Mr. Walter C, Sauer, Assistant General Counsel
and Assistant Treasurer; Mr. Richard N. Johnson, Assistant to the
Presidents Mr. Frank A. Waring, Economic Adviser on the Far East; and
Mr., Bernard R. Bell, Economist.
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¥Mr. Hartin, Chairman of the Board of Directors, preaided
over the meeting and Mr. Sherwood acted as Searwtary.

The Beeretary presented the minutes of the regular meeting
of the Board held on January 30, 1946. The Chairman directed that
these minutes be roceived at this meeting and acted on at the next
meeting., Mr. Collado suggested certain corrections which were noted
by the Secretary. The Chalrman inguired as to whether there were any
further correetions in the minutes of the regular meeting of January 23,
1946, There being no further corrections, motion was made, seconded,
and carried that the minutes of the January 23 meeting be anproved.

The Chairman referred to the Statement of Condition and
Earnings Statement prepared by Mr. Johnson for inclusion in the Semi-
annual Report. As some of the memberse had not had the opportumity of
stndjing the changes in the form of the report suggested in this
presentation the Chairman directed that sll comments concerming them
should be furnished Dr. Mafiry not later than Friday of this week.
He stressed the urgency of getting the report to press =t sn early
date.

Coinege Credit
Mr. Waring reviewed the transportation situation in Chins,

pointing out the wrgent need for replacement of {ransportaticn equipment,
whieh scocomig in large part for the cosl shortage in many parts of

Chine, Mr. Waring outlined the mein points in his memorandum of Felruary
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4 to the Board of Directors pointing out that the principal features of
the proposed credits to Chine would fall into ths following three
categories

Por the purchase of 10 ¥-3 war-built ships for
coastwise iravel $4,243,750

For the purchase of 16 older ships for cosst-
wise travel, and 4 tankers 4,400,000

Por the purchase of transportation and other

equipment for emergency rehabilitation, including

railway repair material, cosl-mining equipment,

auxiliary power plants, and petroleum products 650,000

Total 46,293,750

lr. Waring mentioned the problem concerning power plants for
China with particular reference tc the guestion as to whether frequen-
cies should be 50 or 60 cycle, which he had discussed with Dr. Wang.
He referred to a proposel that Chins receive one million kilowatt hours
from Japan aB part of the reparations, As Japanege power is 40-cycle,
it would fit in with iéo—eyelo equipment fwrnished 1n connection with
the proposed loan. In response to a question, Mr. Waring stated that
there is nothing concerning telecomzunications in the present proposal
and that the Chinese have not pressed for telecommumication equipment.
¥r., Gauss stated that he had obssrved in China that nost
plans for reconstruction and development ocontexmplated large Auerican
*political® loanz and that there was little or no evidence of serious
consideration by the Chinege of ways end means of repaying such loans.
This Bank, however, in extending credit muet have reasonable assurance
of repayment. Wr, Gauss suggested that the Chinese should now be put on
Digitized for FRASER

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



-Au

notice of the necessity of proper showing on this point.

With regard to shipping, Mr. Gauss pointed out that the
China Herchanis Steam Navigation Compeny seens to have been set up ap
the agency for Govermment monopoly control of shipping in China and
stated that this Company has a poor reputation ag to both mansgenent
and operations. He suggested thet the proposed credit for shipse might
be made contingent upon specific assurance that the Chinese Govermment
is taking steps to provide competent management, but added that recogniz-
ing that there are difficult politieal problems involved in the China
situstion it may be desirable that this suggestion be referred for
consideratior by the State Departument and General Marshall.

Mr. Grnuss stated that he sees no neceasity for the proposed
ecredit for the purchase of petroleum producta; large puwrchases of such
producis are made in the usu=l course in China; China is not without
aveilable dollzx resowrces for such operating expenses; and there is no
sownd reasen {or our long-term finaneing of thiz particular item.

Concerning the fow tankers included in the shipping proposel,
Mr. Gauag wag of the opinlon that the Bank should requlre s satisfactory
explanztion of their need in comnectlen with the operztion of the oil-
tarning ships. He polnted to the Chinese disclosure that these tankers
may later be used to bring crude oil from Arabla for refining in China.
Coupling this with the recent purchase of refinery equipment by China
from the RFC, it seemed to him that the Chiness Govermment i anxious
to et itmelf up in the oil business. These proposals, therefore,
present & major policy problem for consideration by the Baunk, mamely,
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how far will the Bank go in establishing credits to allow chins to cut
acrosg the sstablished lines of American business in that country? He
suggested that the Bank might discuss the matter of the tankers and
refinery with American oil interests in order to get their side of the
ploture, especially sz he undersgtands that the American and British oil
companies in Chine have been negotiating with the Chinese Government on
the subjeet of potroleus development and refining in that cowntry.

Mr. Gauss expressed approval of consideration of the proposed
credits for coal mining equipment and power plants, aince these projects
contemplate expert Americenm technical advice and assistance., However,
he belleved that the Benk should ascertain more definitely Chinese willing-
ness =nd recognition of responsibility to repay the proposed loans.®
Ur. gaffry commenied that there seemed to be 2 somewhat indifferent
attitude on the part of the Chinese Supply Commission toward a detailed
study of their ability to repay.

¥r, Clayton stated that, lp his opinion, there is = difference
between asking the Chiness to express their willingness to pay and
determination of their abllity to pay. He felt thaet we must assume
their willingness to pay. As to their ability to pay, we can ralise
the question with them of when they expect to get into a surpius export
position go that they can repay. Hr. Clayton felt it would be entirely
proper to guestion China concerming her intention with regard to oil.
However, he pointed out that the United States has no right to tell

China that she cannot nstionalizs any of her industries. ¥We can only
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decide how much of our money we are willing to lemd to China to he used
for nationalization of industry. He also was in favor of asking China
to establish some reasonable indication that she can smortize the credit
for the purchzse of ships, although in thies conmection we might bear

in mind that the United States hae a great suwrplus of ships which it is
important to dlspose of. He also felt that it might be edvisable to
investigete further Chinesse requests for petrolewm products.

The Chairman stated that, in accordance with established pro-
cedure, the praoposal for the $46,000,000 eredit to Chins would not be
acted on at this meeting, He suggested further considerstioh by the
menbers of the Board of the proposal in the light of the discussion

\(continmd on page 6)
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and steted that it would come before a subsequent meeting for asction,

Cotton Credit

In the course of the above discuseion concerning the new
propogal for a $46,000,000 credit to China, the. Cheirman raised the
question concerning problems in connection with the Chinese cotton
eredit in the amoumt of $33,000,000. Mr. Sauer stated that the plan
wag to meke the $33,000,000 credit to the Bank of Chins and that Dr.
Wang had stated that it would be made available to the Chinese Textiles
Industries, which ig a govermment concern., Purchases of cotton would
be made in the United States by the Chinese Textiles Industries. Dr.
Wang is willing to fuwrnish the Bank with an understanding that distri-
bution of cotton so purchased will be made to govermment and private
nills without disorimination. 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 Dr. Wang feels that this request goes beyond
the credit arrangement.

The Chalrman stated that we had attached conditions to the
loan which go further than the original proposal and that, in his opinion,
this matter falls more within the responsibility of the commercizl pol-
icy of the State Department 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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abgolutely free imsmuch as Chine has the right to control imports.
In pursuance of its commercial policy, Mr. Clayton pointed out, the
Stete pepartment is trylng to get rid of controls. He suggested that
before signing an agreement we ghould decide just how far we want to
go0.

At the conclusion of the discussion it was understood that
Mr. Sauer would continue his discussions with officials in the State

Depertment concerned with commercial policy.

Application for Credit by Aeronautical Radio de Mexico.
Mr. 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 purchagse of United
States equipment, materisl, and services to be used in the establishment
in Mexico of facilities for radioc communications, meteorological,
navigation, and airport control facilities for commercial airlines.

Mr. Ness summarized the proposal, referring to the Board's previous
consideration which was held pending receipt of Ambassador Hessersmith's
opinion, He reported that the Ambessador has now expressed his unreserved
approval of the proposal. Mr. Ness pointed out that it is proposed that
the Bank and the company finance equipment purchases on a 90 per cent-
10 per cent basis. Only to the extent that the proceeds of stock
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subscriptions applied as working capital excesed 10 per cent of the
company's borrowings for the purchage of new buildings and land, there-
fore, will the members' equity in the enterprige exceed 10 per cent.
Mr. Ness stated that on the meriis of the propesal he has no reserve-
tions, although he expressed some miasgiving conceruing the five-year
torm. He thought 1t night be possille to seciwre an extersion. KHe was
not disturbed about lending for seven years for material which is
reportea to have only a {ive-year life., He explaimed thet the material
is only & part of the oredii amd that opinions vary as to its possible
life. In other words, the e¢stimmted five-year obsolescence is nerely a
round figure., Furthermore, a shift to v.bh.f. equipment might not prove
practioalble beczuse of the terrsin in Mexico., ir. Stambaugh suggested
that member companies be required to obligste themselve:z to continue
payment of monthly aesessments until the loan 18 peid off. The
Chairmen inquired as to the possibility of obtaining the required
eredit from the capitel market, lr. Taylor emphasized the wrgency of
the loan, lndicating that it is basically an air safety problem. Mr.
Cloyton expregsed the opinion that the companies should be induced to
commit themselves not to withdraw during the perlod of the loamn. Mr.
Taylor commented that 80 per cent of the companles are Hexdcan and that
it would not be possible to get them to make such a commitment. In the
discussion it was brought out that these companies will not be able to
operate wder tho law without the equipment requested, which would
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minimize the likelihood of their withdrawal. #r. Stambaugh expressed
concern lest this loan 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 Regpect of Commissions or Fees
The Chairman stated that Mr. Whittemore is collecting some

material on this question which will not be ready for discussion wuntil

the next meeting.

The proposed loan o Poland and the request by Taca Airways,
8y A, for additional financing were received by the Board for considera-

tion and action at a subsequent meeting.

Semlannual Report

Mr. Collado questioned the desirability of raising in the
report the controversisl question concerning tied loans.

The Chairman commented that, if the pelicy concerning tied loans
i8 clearly stated in the report, it would be preferable to do so. To
do otherwise might indicate that the Bank was merely evading a contro-

versiasl issue.

Cancellation of Undisbursed Balance of the First Finnigh Credit
Upon motion duly made and seconded, it was resolved as followss

WHEREAS, by resolution adopted December 13, 1939, as amended,
the Board of Trustees of Export-Import Bank of Washington (hereinafter

called the "Bank®) authorized a line of credit in favor of the
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Finnish-American Trading Corporation of New York (hereinafter called
the ®Corporation®) to finance the purchase and exportation of American
agricultural and other products to Finland, and by resolution adopted
March 1, ;940, as amended, authorized an additional line of credit in
favor of the Corporation to finance the purchase and exportation of
American agricultural and other products; and

WHEREAS, pursuant to resolution adopted by the Board of
Directors of the Bank on Jamuary 16, 1946, the Bank has established a
new line of credit of Thirty-Five Million Dollars ($35,000,000) in
favor of the Republic of Pinland and has sgreed to refund the outstand-
ing indebtedness of the Corporation wmder the aforesaid lines of
ecredit in favor of the Corporation, by accepting the promissory note
or notes of the Republic of Finland in the amount of such indebtedness;
and

WHEREAS, it is now in order to cancel the vndisbursed baleances
of the lines of credit in faver of the Corporationg

NOW, THEREFORE, BE IT RESOLVED, That the Bank cancel the
undisburged balances of the lines of eredit in favor of the Corporation
authorized by resolution adopted December 13, 1939, as amended, and
resolution adopted March 1, 1940, as amended; and

RESOLVED FURTHER, That the Chairman, Vice-Chairman, President
or a Vice-President be and he is hereby suthorized and directed to take
gsuch action not inconsistent herewlith as he may deem necessary or

convenient to effect the cancellation and otherwise to carry this

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



resolution into effect.

reonnel

Upon motion duly made and seconded, it was

RESOLVED, That the President or a Vice-President of the Bank
be and he is hereby authorized and directed to employ Margaret R.
Abbott as a Clerk-Typlet, CAF-4, at & salary of $2,100 per annum.

RESOLVED, That the authority granted to the President or a
Vice~President of the Bank by resolution adopted January 16, 1946 to
employ Evelyn Y. Joyal as Senlior Clerk-Stenographer, CAF-5 at a salary
of $2430 per annum be and the same is hereby rescinded.

There being no further business to come before the Board,
the meeting stood adjourned.

Chsirman

Attests
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MINUTES
of the
Special Heeting of the Board of Directors
of the
Export~Inport Bank of Washington
Held in Executive Session on Kednesday, Fetwuary 6, 1946

Following its regular meeting held on Februsry 6, 1946, the
Board of Directors of the Export~Import Bank went into executive session.
The following menbers were presents Nr. Martin, Chairmen of the Board;
Mr, Clayton, representing the Secretary of Btate; MHr. Stambaugh, and
Mr. Geuss. Mr. Gaston was sbsent. Mr., Taylor, President of the Bank,
and Mr, Sherwood, Becretary of the Board, were also present,

Mr. Taylor stated that both Mr. Martin and he had recognized
that the present set-up of the Bank was not feasible in view of the
fact that the management of the Bank had been vested in a full-time
Board of Directors, and that the Bank could mot be mamaged both by the
Chairman of the full-time Board and the President of the Bank., In
view of this sitwstion, Mr. Taylor stated that he had reached the
conelusion that the only solution would be for him to withdraw as
President of the Bank, Accordingly, he tendered his reaignztion to
the Board. The Chairman expressed agresment with Mr, Taylor!s statement
and reported to the Board that he and lMr. Taylor had discussed the
situation fully and had mutwally agreed that thers was no other solution.
He further stated that he and Ur. Taylor had gone to the President
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together amd discussed the matter, and that the Preslident had agreed on
the proposed solution., The Chalrman expressed regret that the Bank
would be losing Mr. Teylor and expressed gratitude to him for the very
great apsistance ha had given during the transition period from the
former Poard of Trustees arrangement to the zssumption by the full-time
Board of its management responsibilities.

¥r. Clayton expressed regret that ¥r. Taylor would be
leaving the Bank and commented that the mennér in which this organi-
sational impasse had been solved was umprecedented, at lesst dwring
his experience in Government, He felt that the faet that it had been
solved in thisg manner was & high tribute to both Mr. Msrtin and Hr.

 Taylor in that they had frankly fuced the facis and reached & mutual
agreement as to the sclution of the dilemma., The other mszbers of the
Board concurred in the statements made by Ur, Clayton.

It was wmanimously agreed that the Chairman should assuse
the duties reviously assigned to the President in addition to those
of Chairman. The combining of the two offices was agreed upon ag an
appropriate method of vesting the management of the Bank directly in
the new full-time Board provided for by the recent Export~Import Bank
legislation.

In accepting Mr, Taylor's resignation, the Board adopted
the following resolution:

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



RESOLVED, That the Board of Directors of the Expori-Import
Bank express thelr sincere appreciation and deep gratitude to ¥r.
Taylor for his able administration of the Bank during the difficult
period of the pest yesr and in the trunsition to the new form of
management. His deep interest sud complete cooperation have been of
inestimable value in aiding the Board in the assumption of its duties.
His departure ie cause for sincere regret on the part of each of the
members of the Board.

There belng no further businese, the executive session was

adjourned.

Chairman

Attests
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