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JUL 3 1946

My dear Mr. President:

Juet defore Mr. Ohief Justice Yinsen's resignation from
m'!mmryhmdv.dfmmaummduda_tdlnﬂ. te wvhich
vas atteched a copy of a letter dated May 34 vhich pou ressived
from Seaator Kilgore, relating to the Allied-Idss Regetiatiens en
Oerman external assets in Switserland. Apparemtly, the letter vas
wnangwered in view of the final pressurs of vork defore Nr. Chief
Justice Vinsen terminated office as Seerelary of the Treasury.

I have esrefully examined Semator Kilgoras's letter and il
gussed the matter wvith members of the staff who vorked closely ea
these negotiations. They have iaformed me that My, Chief Justice Vingea
was likewise kspt fully informed of the progress and developments of the
asgotiations and wvas frequenily consulied on daglic policy desisions W
Mr. Randolph Paul, the United 3tates negotiator, Inthe light of wy
discussions with the staff I ghould like $o make the following somments. ..
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on some of the matters ralasd ia the Seamator's letter to you! ey
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1. Ia the first iastance it is not possidle to aecept the
Senator's recommendation that the United States take the $aitiative ia
breaking off the Allied-3wiss negotiations en German extornal assels.
The negotiations, as you know, vere concluded on Nay 25. The agree-
ment provides, amoag other things, that the proceeds of Cerman heldings
1n Switssrland de divided equally Vetween the Allles, en one hand, and
Switzerland on the other. Ia addition, on the question of the resters-
tion of looted gold, iRe Swiss Geverument agreed to maks avalladle to
the Allied Geversments $58.14 million, or two-ihirds of the looted gold
astually proved to be purshased Yy Switzerland from Germany.

- 2, Senator Kllgore suggests that the matier Ye refarred %o
\he United Nations. I assume he has in mind seme sort of intsrnatienal
arbitration of the matter. The 3wiss Shemselves recomnendad sulmittiag
Ahe wvhole matter %o arbditration. Under other circumstances, arbditratioen
might have deen indicated. But arbitration wvould have besa a proloaged
and iavolved process extending over maay years. The salectiam of an
arbtitral tritunsl would itself have presented many difficulties. During
the process of arhitration German assets would have teteriorated and
relations detween the Allies and witzerland as well as the status of
the Yusinesses involved would have Deen unsettled. Mt even more
important, the security odjectives would have besn veakened and imme-
diste revaration payments te the countries entitled to them could not
possibly have Been provided.
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3. The financial settlements incorpornted in the agreements
representad a final offer made Dy the Swiss negotiators. BHovevsr, de-
fore this offer was accepted your assistant, Mr. Randolph Panl, the
United States negotiator, carefully explored the offar with Mr. Claytoa
and Mr. Chief Justice Yinson, then Secratary of the Treasury. They wvere
both convinced that the Swiss offer should de accepted. The Allied coun-
tSries could not continus the wartime economie restrictions at a tine vhen
antagonisa vas increasing everyvhere against the post-var contimuatioa
of controls. Moreover, it did not appear advisadle to jeopardize, for
the sake of a fev more dollars, the possidility of securing vholehearted
support by the Swiss of the Allied economic security obdjectives. In
Shis connection, I was advised that Mr, Ohief Justice Vinson vas informed
by Mr. Paul that after he had discussed the matter vith Senator Kilgore he
soncluded that the offer was acceptable to the Senator. Senmator Kilgore
likewise was of the opinion that the United 3tates controls, such as the
Proclaimed List and the continned freezing of Swiss assets in the United
States, could not be maintained much longer. (Attached for your con-
fidential information is a copy of the mimautes of a meeting which Xr,

Paul and Mr. Rudin, of the State Department, held with Senator Kilgore .
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on this matter.) F e A
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4. Actually, the primary Allied security objective of im< . ./
modilizing German assets in Switzerland, which constitute a threat to —
the peace of the world, was, in xy opinion, attained by the agreement.
German assets are to be identified and liquidated by a Swiss agency.

This agency will work in close cooperation wvith a Joint Comxission in
which the Governments of the United States, United Kingdom and France

will be represented. The use of a wiss agency to carry out the actual
mechanics of liquidation of a vast amound of property, vhen the liqui-
dation will involve sales and transfers of securities, dusiness enter—-
prises, and other diversified properties, is a desirabdle procedure.

Bven if the question of Swiss soversignty had not arisen, 1t would have
been exiremely difficult for the Allies to staff such aan agency with the
Ascessary Sechnically competent personnel. 3Security requirements are

met Yy provisions requiring that the Joint Commission de givea full .

information on all important actions taken Yy the Swiss agsncy. More-
over, the Joint Commission will pass on the qualifications of purchasers
of German properties in order to assure that thoss purchasers are
acceptadle to all concerned. The settlement also provides for arbitrating
differences vhich may arise between the wiss agency and the Joint
Commission.

5. Senator Kilgore indicates concern that 1f Swigs assets in
the United States are unblocked, German assets held in the United States
through Swiss accounts vill de freed., On the dasis of my discussions
with members of thes staff of the Trsasury who handled defrosting arrange-
ments with ths countries whose funds wers dlocked in this country, I am
compelled to digagree with Senstor Kilgors's sonclusion. Preliminary to




the defrosting of the funds of
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any countries with which ve Rave

eatered into defrosting agreementis, sha 3ecrstary of the Trsasury
receives assurances from the governnents of those gountries that

they will notify him, after apprepriate investigation, of all German
assets vhich may be held through accounts ia the names of nationals
of such countries. In fac$, before any funds css be uabloeisd in the

United 3tates, the governmeats

of the countries concerned must sertify

that thers is no enemy 1aterest 1a such fusds. This procedure requires
the governmenis te seeure all information with respest %o the t10e
Yeneficial ovnership of the accounts 43 the names of their respective
astionals held ia the United 3tates defore such govermmexis cai
officially eertify te thelr morn-ensemy ovnership. I8 is contemplated
that this Sype of procedure will he followed in the omse of Syisserlaad,

Ia eonclusion, after

aonsidering the Allied-Sviss agreement,

14 1s my view that 1f the Allied Gevernmentis appreach the exsoution of
the agreement vith the sense af eecperation and trus$, wvhich is dasie

%e the agreement, Germsa asset
secomplish the Wwo-fold Allled

s in Switzeriand will de ligquidated %o
objestive tot (1) eliminate the use of

German assets in viiserland for future war or sggression; snd (3) make

shose assets availadle for the

rehabdilitation and reconstrustion of

scuntries vhich have been devastated or depleted during the war.

Imm;mrarymdmm.umw.aprmﬂ

reply vhich yeu night send to
letter teo him of May 37, 1948,
tiations on German external as

he Presideat

The ¥hite House

3enator Xilgore as & follow-up oa your
on the subjeet of the Alied-Nriss nege—
sets in Svitserland.

Faitafully yours,

(5:znsd) JOEZN W, SNTZER S
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DEPARTHMENY OF STATR
F
Y ICFDBRANDUX OF COHYZRIATION
May 6, 1548
SURJ ZCT: The Swiss Negotiations
PARTICIPANTS! Senator Kllgore, Hr. Panl and Nr. Rabdia
Coplies to: 28 - Nr, Surrey
Nr. Zeagan

R - Mr. Heksrson
freagury - Mr, Orvis Sehmids

Pursuant to arrangement, Wr. Paul ealled en Senator Hlgore, 1n the latter's home, e
advise Mim of the lstest stage of ihe segotiations. MNr., Panl iadicated that the Bwiss
had offered a £ifty-fifty split ea the German assets, 250 millien Sviss franes ia setile-
memt of the gold question and that, in Mr. Paul's epinion, this effer was the best deal
that eould de negotiated at this time. Mr. Paul pointed eut that perhaps in a differead
negotiation some time hance the Allies might de adle to werk out a Yetter deal with

the Sviss, dut that ihis depeaded almost entirely wpon the willingness of the United
States to continue contrels,: particularly the Proclaimed List and the hloecking of Srisse
assets i 91- United States. .

te Switserland. Of this, something under $40 millioa had deen plased en deposit and
had besn sent o othsr countries, pursuant 30 the orders of 3he Relchsbank. The
resainder, adout $88 millicn, had Beea purehased by the Sviss and remained im thelr
possession. Of this the Swise proposed to turn over te us the dollar equivaleat of
260 million Sviss franas, the remainder %o siay in Sviss possession. Nr. Paul iodi-
cated the possidility that some of %he gold which had Deem placed on deposit ia
Switzerland and thereupen transferred aight de follewed inte the csuntries to whieh
1% had deen transferred. Mr. Panl explained that the Swiss would be retaining a
substantial amount of gold - approxinatsly one-third = of the amouad which they hsd
sed and vhich ve felt was looted. More perhaps oould be obtained £ litigation
were instituted, but this vas the best which had come out of these negotiations. In
the discussion vhich followed, Mr. Paul indicated his feeling that a bettar depl perhape
might be worked out with the 3wiss if the United States vers #irm in a policy of
application of economic sanctions and of contimation of the freesing controls and
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Black 1ist, and if agreement on these matters could be worked out vith the other
interssted Unitad Natioas, particularly the 3ritiash. Senator Kilgore indicated

his feeling that the most effeative sanstion was the freesing controls and he had some
doudd that the British would go along on any spplication of continusd economis
pressures on the Swiss, Mr. Rudin stated that the question of the blasck 1list had :
Deen Saken up with the 3ritish, and that so far it had deen indlcated that the British
would not continue the Statutory List deyond June 30, 1548, He stated also that the
British hed said that this deaision could only de reversed if Mr. Truman vere $0 take
up the matter with My, Aftlee. -

Senater Kllgore u.qﬂfod adout the procedural aspests of the agreeaent as it presenily
stood. After making elear that a mumber of these matters were aot as yet finally
settled, Nr. Paul stated that the procedures contsmplated liquidation of the properties
by & Swiss agency, vhich was to be supervised ¥y a joint commission,doudiful cases %o
Do referred $c an umpire. Be said that one portim of the proposed agreement was that
information gathered by the Swiss through their sensus would be made available te the
joint eommissim. 3emator Kilgore inquired spescifically adbout vhether informatioan
vhich was relevant to the General Aniline - I. G. Chemie gquestion would de obtained
from the Swiss. MNr. Paul stated that a good desl of that information should be made
availadle if the agreement worked ocut. He pointed out that, 2o matter how good the
agresment might de, 1% would de extremely difficult So get information unless the
spirit of the sgreement vas kept in mind oa doth sides, and unless there was a real
aocperation. S
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Mr. Mubin mentioned the fach thas the durdea of proof iz a sult for just compensiiio
wish respect o General Aniline might vell be transferrsd to the 3wiss under legidiation
Bov pending defore, the House Judiciary Committee. Mr. Iukin added that he vas some-
wha$ skeptical of the amount of informatiom which vould de obtairned from the Swiss
under any agreement, Wt felt that a consideradle mmount might de odtained wnder the
procedural Serms of the presently proposed agreement. He emphasized that s better
agresment might perhaps Ye worked out if a stroag position vere maintained by the
Allies for a substantial period of time, but stated his delisf that the pressures

for relaxing, rather than $ightening, controls were inersasing all the time. Senator
Kilgore stated that he knew this very wekl, and that he was receiving dally a great
many letters in this genersl vels.

Senator Kllgore, in muming up his resstions, stated that he felt that the security
aspects of the proposed agreement were the mors importent, and that apparently the

% 414 about as vell as gould de done wvith respsot %0 the predlem of security.
Ko indicated that he had never expected to get a great dsal from the Swiss on the
monetary side, and stated that he felt that the agresmeat ontlined Yy Mr. Paul d1d
quite vell on this aspeet of the prodlem. Ia response te Xr. Paulls question,
3enator [llgore indicated that he would accept the terms suggested, if the probtlem
vere &p to hin,

There was some general conversatioa about the question of controls and pressures for
their relaxation, and the lack of willingness of the other Allied Governments %o
maintain or incrsase controls, and the meeting then adjourned.




