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MEMORANDUM FOR THE ACTING SECRETARY OF STATE

Sinse retura te Washington I have carefully reviewed the
ntine situation and I want to eall your atteation te the
follewing peints:

(1) Argentima subseribed to Resolution V of the Rie

Cenferense 28, 1942) and te the Final Aet of the
vonferense on Systems of Rsonemic and Finansial

Centrels (July 10, 1942), Thus for twe she has been .
obligated te out off sommereisl and finamcisl interceurse,
direst or indireet, betweea Argentine and the Axis mations and
te elimimate all ofher Axis finansisl and semmersisl sstivities
inimical te the security of the Western Hemisphere.

(2) Netwithstanding the observanse of these commitments
by the other American Republies, Argeatina has not enly rqutou{
refused to taks effective msssures to fulfill her obligations, bu
is new affirmtively premeting Axis interests. Specifically:

(‘L ﬁg is the Agensy for the Transfer of Axis
Tunds .

large tnuf::ihhw h;l made to the .::h countries
renittances of Axis 4 pr:.l’g:l te ‘gl da

but lmuhtmotnhrpnlmor’t:‘n
fwnds remitted to these comntries.

(d) The ine Gevermmeat has beenm gl direst
mterial . s 1s exemp
S; the !'oua?f gmz.””’m”‘ﬁmz in Despated Neo, 12448
of Ostober 19, » owr Eabassy in atine
(1) Frex Jomeory 31, 1942, to Noreh 81, 1943,

sertain Argentime CGevoramcut deportionts awerded te
oneny firms semtrests totalling $4,000,000 peses.

(11) Simee suek firms are elassified as wasatis-
fastery esensignees and would therefore de wmabdls to
obtain eertain materials for the exesution of their
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contracts, the Argentine Government has often acted
as an intermediary in purehasing such materials for
then,

(111) Firms which refuse to deal with enemy
entities are often threatened with legal procesdings
by Govermment agencies.

(iv) Firms are often instrusted by the Argentine
Government d:mrtunts to assept sub-econtraets on
projects en eh the main contractor is an ensmy firm,

(v) vVieieus anti-United States and pro-Axis news-
papers and periodicals which sannet obtalan newsprint
supplies otherwise, are provided with their require-
ments by the Argentine Gevernment at less tham current
market prices. !

(vi) Despite the relatively streng finsmsial

ﬁlition of most German firms, h;{‘a n find themselves

nsed of additional finances, y enseunter
little diffieulty in ebtaining fimaneial assistanse
frem the Baneo de la Nacien and the Banco de la
Provinsia, Axn equally important soures of finaneial
assistance 1s the Banso Germanieco whieh, on A t &,
1543, had owtstanding loans and diseewals tetaill
ever 52,000,000 peses, of whieh it is presumed that a

large pertioa represents credits to German nationmals,

(¢) Argentims is s Refuge fer Axis Funds,

In the weeks preceding the extemsion of our fnul.*
order to the Axis, large sums were transferred te Argentina
::ibohalf of Axmll co:n ies in the form of bank transfers
surrency shipments. In this way, a large part of the
funds which we had heped to provonty‘;oing nf:d for Axis
sctivities escaped our control. This scewmmulation of Axis
mm: :x'x tg.nt in hni;:n}zltod in the ¥xis using Buenes
Aire center rom whish to ¢
Axis sgents in all tE: other Amﬂ:u Roy:;ﬂ:if fnds to
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(dl Argentina is the for Axis Fimaneial
grorst g‘ﬁmm%mrm
[ ] Py

Argentine has not o permitted Axis funds to move
into Argentina but has ae fostered the acewmulatiea
of funds which ean be used to firanss subversive sctivities
in all the other imsriean Republies. Buemes Alres has
besems the eenter rht through whieh funds are transferred
g; subversive astivities througheut the Western Hnitlhon.

8 is pessible simee this country amd the other Amsriean
Republiss have falled teo impose centrel messures om
Argentine transactiens,

(e) titutions are a Cleak for Axis
,mm s e

Absense of effective logishtlon and enforcement has
orested in Argentime sn 1deal enviremment for the setting

{ finameial imstitutions—-partisular helding gx&
Rlzhmclnkli:'hd;ﬁsnmtﬂpnv&nnm: o

mmnuhimsv ved to be comsealing funds
for a blesksd mtiena], uu:mmtmmunm
sssount, smounting to ever 000,000 4id in faet be to-
s Swiss patienal exn the Proolaimed List asting for the .

(£) Gemmaveisl and Payment Agreements with ixis
Gelntri.u.

Argenting has been sontributing to the ccomomy of Axis
Kurepe by the expert of strategie materials through the
Iurepesn neutrals. Fer example, skins aad hides have been
shipped from Argcatina te Portugal, doubtless imtended for
mzc;t te the Aixis snu a8 Portugal is normally am
expor of skins end hides. The Argentine Gevernment has
sensluded various fimemsisl end sommereial nts whieh
have breught her inte closer cooperation with Axis Eurepe,

repe
sssets, After clesd utou.nthm
h"h

» T —
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(ﬂ Argentina is the Fense for Looted Currency sad
Securities.

ite the efforts that have been msds to revent Germamy
from r on the looted currency and seeurities seized
in the inv esuntries, the Axis has sucseeded in realising
upon this stelen preperty by disposing ef it through Argentina.

(k) ¥he Preclaimed List aad Closking.

Despatehss received frem Amsrican Missiens indliesate net enly
that the entine Governmmmt has refused te resegnise owr
Proclaimed List poliey, but alse that Argentine facilitlies are
being used to des iho effectivensss of our Proelaimed List

lieoy in other o riss. The Argeatine Govermment's fallure
¢ recegnise our Preclsimed List makes 1t ssible for us te
prevent delivery a{‘&lrntl to persens in entina who are
placed on the Pree 1List after geeds lesve eur sheres.
many ceses, the Germans have defea the British and Ameriocan
Blagk List by ree sing thelr sempanies inte Argentine firms
and ?.;11” Argentine ermment has, if smything, encoursged the
Pno 8.

(1) eatine ts German natienals within its
borders teo .o ersive 46 8.

The tﬂn{: peints are brought out iz Despateh Fo. 12448
of Oeteder 19, fyem o Lmbassy in Argeatinas

(1) The Germsa Gevermmat, being & tatalitarisn
state, expects fimameial and morel assistanes fvem its
aatienals, vherever they may be losated. Comsequently,

asintained s slese relationship with the Fatherland YWy

frequent and ecentinuing exchanges of employees,
exscutives, snd scorrespondence with the heme offlee.

(11) As is well known, the large German industrial
sompanies sueh as I. G. Farben, l«n& azd Siemens
s

are sontrelled by the Natienmal Sec Party in
, which uses their Latin Ameriesa dranches as

s channel through which te exert {nfluenes in the
Western Hemlsphere.
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(111) A large part of the financial burden for
financing Axis subversive activities has been placed
upon the German business commurity. All other Amerioan
Republics have taken some form of action to eliminate
simllar oommunities from their own ecountries and the
German commmnity is now centered in Argentina,
Mathematioal snﬁport for this conclusion is previded by
the faoct that the German Embassy in one year spent
;ggroximtoly 6,200,000 pesos, of which amount only

»000 pesos were reseived directly from Germany, the
balance of 80 pereent bom%icontributcd by German
eutities or nationals residing in Argentina.

(3) In view of Argentina's failure to take effective
measures to observe her comuitments for ecoromio cooperation and
in view of Ambassador Armour's stateaent on Oectober 27, 1948 that
"Mounting evidemoces shew that the Governmnemt (Argentine) is
rapidly passing from contrel to the promotion of sueh activities
(1.e. finaneing totalITtarian activitles)™, I want to strongly
urge that Argentine assets should be frosem at onee, thus
agecrding to Argentins the same treatment as that accerded the
neutrals in Europe.

(4) At the suggestion of the President and with what we
regarded as the t approval of the State Department, Treasury
a u-rns:,for ean unoflleial news stery that this Government
was considering ths freezing of Argentine assets. In so doing,
Tressury was net ummindful, as we presume the President and
your Department were not ummindful, thsat this aetion weuld have
financial mnrwuim in Argentins and that seme flight of
Argentine ercover assets might ensue, We felt, of course,
that therse would bs full cooperation to obviate any adverse
financial or economic effects proeoedinf from this action.
Indeed, State Department 4id cooguatc n halting the early
transfers of Argentine funds, although it has mere recently
advised that we should not interfere with sueh trans.ess in
other than very exeeptional circumstances and has instructed
the Treasury Department to release many of the transactions
previously stopped.

(5) The current situation with respeet te Argentine
transfers of dollar assets that are not related to normsl
commercial transastions is as follows:
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Since the appesaranse of the stories in the press the following
transsctions, many or all of which are detrimental te our war effert,
have occurred, Some of such trensactions involve the flight of
funds out of ntine ascounts to vrn?t s Panama and Sweden,
Others involve transfer of assets lo genersl account of
the cuntztl Bank where the ownership of sush asseis can ne longer
be traced.

On Wednssday, October 27, $460,000 was transferred from
Argentine ascounts to other countries, of which $230,000 was frem
the scoounts of Banmce de 1la Provinsia and Bance ds la Facion, The
ssme day $2,000,000 was transferred to thse genersl sccount of the
Central Bank from the scoounts of other Argentine banks,

On Thursdsy, Ostober 28, there was a flight froa Argentine
sccounts of 3“!,@0 and $4,250,000 was transferred to the Central
Bank account., An sdditiemal nine million and s half would have
been transferred to the Central Bank frem the secounts of Provinelsa
and Nacion were it net for Tressury's ad hee astion approved by
State Depsrtment,

On Friday, Osteber 29; o substantial transfers were e¢ffeeted
in view of Treasury's sotion in holding up ef tramssstions with the
State Department’s appreval.

On Saturday, Octeber 30, there was a flight of $402,000 frem
Argentima to the assoumts of other countries and the transfer of
$8,000,000 to the Argentins Ceatral Baak,

On Memday, November 1, thers was a flight of $3,808,000 out of
Argentine asoeunts to the sceounts of other ceuntries, insluding
Swedsn, and Panama. Om the same there was transferred
36,5023‘0@ Argentine Central Bank, transastions effected
on Mondsy insluded gertain of the transsctions previously attempted
to be effected the previous Friday and held uatil Monday, at which

time ths transactions were allowed to go ferward at State Department's
requsest,

In addition, and unrelated to the news ste the foll
shipments of goﬂ have been made or are about t:, be made pn::g‘nt
te plans of the Argentine Government going bask several months,
The first shi t of Central Bank geld back te Argentina

$1,250,000) 1s lea Hovember 2 or 3 on the Argentins beat
o Parama' frem New Orleans. Ihe second shipment of $1,2560,000
left New York for New Orleans Monday st 3:00 p.m,
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This shipment is scheduled to sall on Nevember 5 on the Argentine
vessel "Rio Atuel." The third shipment of $1,250,000 is scheduled
te sail from New Orleans on November 10 on the "Rio Iguasu®. This
geld will be shipped from New York on November 5 or 6.

(6) Trrom the fall eof France in June 1940 until the freesiag
of Axis in June 1941, the Axis moved over $100,000,000 out of the
U. 5. and I have no doudbt but that substantial Axis funds are
cleaked in Argentine names. Accordingly, it 1s patent that ameng
the Argentine assets now geing undereover are enemy sssets and we
cannot act wi thout your appreval.

I recognize that freesing Argentine assets invelves politieal
as well as econemic questions and that decision on the politieal
~ aspects is eleafly your respensibility. IHowever, I sincerely
hope that you again review the Argentine situation and on
economic warfare gro » 1 again strongly recommend thet
Argentine assets %0 freszen,

/s/ HENRY MORGENTHAU, Jr,

Rev, 2, 1943

Jm:uL:Mxm - 11/2/48,




