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On \ha DJ.cAt 'before I eJIUCl It' 11011\h'o o\e;r lJI Bftall, I 
aot wHb a Cl"OiliP ot ooao twea\;r ulnroH;r protoooon, ~\rlalllh, 
wruere &JI4 oo01101ll.o\o. Olio ot \ho queoUono we cl1ocmaoe4 rotornd 
to Brao1l0o tore teD pollQT, lJI \ho oaeo ot a ltlropeaD ...-. "Braoll 
will noTal' tlcbt on \bo oido ot 0el'aNI7, • declared OJie -l>er ot \bo 
CJ"OU.p, and bll ota\eMJI\ fOVolld ""nt..,.. ._r\. !be \elk lor.....,• 
ou.\ - - llbat ll alwto oo o\r!.ld.Dc \o &IITODO wbo haa l<no• \be lloollll­
\J \o T&JII<oo ~1alia lJI &aD7 Spaoillb..t.olorlO&II OOII.JI\rieo - Jlraoll'o 
I \l'OQC \ro41 \1011 ot alooo t:r10Jidab1p w1 \h \bo 1nU led S\a \eo . 'lheH 
Jraolllano !loped tla\ \be AaorlO&JI outoo oo"ald keep 010\ ot a ....-_ 
war, 'bolt, oo• wba\ _,, \hq bold \bat \be JI&U011o o! \bo lin World 
oh...Ud &<lop\ &JI4 f ollow a _, pollQT. 

Ybile reallo\o \end \o Tln !'Holden\ Yarpa as a pol1\loel 
opporWJiin par ucelleooe, no Braolllano I \all<e4 wi\h .. :rioul;r lle­
l hn4 \bat Yarpo wo"ald - no -uor wbat tllr\a\lono lie _, lan oon­
o1derod lJI \be pao\ - a\\eap\ \ o oarr;r JnoU awt troa 1\o cOJI">l'J­
old ali19'Mn\ wHh \be Uol \e4 S\atoo . I n \be tlold ot trade 1....,11 
hao boon wUllug to \all< buioooo wi\11 all Cll8\-n. In \ ho now re­
a,.,...n\ procraa (\o which I wan\ \o rotor later), OeraaJ17 won \bo 
ri&h\ \ o proTide \he lNll< ot 111pplloo tor tho Ullll' • 1111.\ IOOCJ"&J>h:r, 
h1o\or1oal tradi tion and oconaaioo aro \ o bo OOVoll\od lJI \ha balance 
011 \bo oido ot \ho UDl tad lju teo. 

MorooTor, iA\ornal tao\oro lJitluenoo Jraoll'o a~\1tGde t o­
ward GeraaJ17. Jru111&DO ben f ollowed \be noco\la\1 ... 011 \ho SU4-
., ... quooUon wi\h cloee anen\lon . !be arpae>~to adftJICed tor a 
plo'bh cUo and t or \be alJio:ri \7 r~\o ot O.J"MJI relidell\o lJI Caocllo­
oloftlda oOilld \haoreUoall 7 'bo v.r~ aloo 1a taTOr ot \be Geraa 
colooloo lJI Bft&U. Olio JCTO.rll&l.ll\ lJI a rooon\ ar\lalo oppot1od \be 
principle ot ple'bloe11\oo , ..._ .. UJIC \hat it ono wen bald lJI ,....11, 
\ho Oerano u d \ho1r ,,.._\biooro ~t will a ~ori\T lJI \bo \hroe 
oou\horn ota\eo ot l'Uall&, S&JI\a Oa\barilla &JI4 Ri o Ol'IAde do 9111. 
Ybilo \1111 ll &11 uaccora\ed 0\a\-ll\, lJito.-..4 o'boernro do DOl 
a1Dla110 \bo \hreat ot 0....., peno\r&Uon. !he;r 'belioft \bat \II& 
llo.oll lan 'booa cl1opoee4 \o go ,_~ ao n>r aa \ha7 ftl'O poraH\e4 'b;r 
COWl \er toroee. 

Repreoen\&\1Too ot oao Jnolliu par\;r told • \ha\ wi\blJI 
\ha laU olx -u.o \hq had 'bela a:ppr.,..ched ll;r cer\a1a Geran• bip 
ill \ho bulJiooo world, wbo aol<od wba\ \hair a\\1tGde wo"ald 'bo ohOilld 
tho 1\a\o ot Rio Or&JI4o do lla.l ooporo\e traa BruU to 'b-• a Ger­
-. oolOil7 or pro\eo\or&w. t'ha o.r-.o ottero4 \Ilia par\;r, ill ro­
,.,... t or a pll4ce llO\ t o oppooo n.ch a .,..,, ...- a\erialo, \roopo 
&JI4 o\hor aooh\aaoe \o ••'blo \baa \o o-\Va U.. Ya:rpa COT•..-' 

\ 
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u4 '-b power 1A tio. I\ •• I.A\S...hel t.ba\ 1\al.T woalel oa.ppor\ t.ba 
hJWIA ...... Ill\ \he loaUecl lloolt :h.Uecl \o brlJIC a Dillblo . 

ftero b IJ'O&\ D- for a \llorOl!Ch o\11cl7 - U woalel '-b 
olz ...., t.ba or a Te&J' - OD t.ba .....U.r &Del &o\1 '0'1 Uoo of Go......,, 
1\&li.IIDo u4 J&p&Dooo 1A JIJ'Uil. Ao......a\o hooh are cliODppoi.AUJICl¥ 
ooaroo. flle lao\ aa\1a.l OOD.U •• \&ltoD 1A 1920, u4 \he ,.., 
oDo 1o DO \ 0.. u\U 11140. 1~UOD o\&\1oUca aro &D llllAfo 
plclo, f or DO ODo llaon to _, elOIJ'oo t.bal.r \ o \&lo :baTo Me -.cll­
t1ocl liT ~UoD, clo&t.ba &Del ot.bar fao\oro. !ho .,., roo•\ COTorD­
.... , oo\S...\&o plaoo t.ba INIII>er of 1\&ll.aDe 111 \ho COII.D\rT a\ 7'70,000; 
of J&p&Dooo &\ 134,000; &Del of o ... ano a\ ?3 ,000. !hlo 1&\\ar ftcvzo 
•••• I.ACHclllllT low, olDco Sao .-w.o S\&h &loDo oo\S...toa Uo oar­
an popll).aUoD at ;fi ,OOO; &114 \he colon1oa roa1cloll\ 111 t.ba other eov.\b­
oJ'D e\&ha of ._......,., San\& Ca\h&rlna &Del Rlo O-• elo 91>1 are l&rcor 
1D all proloablll V . Ill\ tho Oor-.no 1A lb'ull ban HOD alcll1tlc&D\ 
DO \ &lODe tor \holr lmllllor, 'llll\ &leo tor \holr oloeo..JmU or~~tllioa­
Uon, &Del t.balr "C;;J'oaaln ao&l wl\lli.A rooOD\ fo&ro tor apro&cliDC llaal 
cloolJ'I.Aoa &D4 1Dtlueoco . !hla oru.acl.o t11l&ll7 be- &D opeD \hro&\ 
to llraalli.IID UD1 ,,. &Del t.ba Tar~~t• roes... took awpa t o aco\ah t.ba 
cl&Dcor. <m April 19 lao\ a clocroo barrecl torolcn&ro &Del toro1pa OJ'pD-

1a&Uou troa •DII"ClDC 1D &DT pol1Ua&l ao\1'0'1\f 1D Brasil, &Del &loo 
t o rloaclo proJ)&CIIUida t&1'0r1q pol1\1a&l parUoa 1D t.ba ~''' h._ 
l&Dela. !!lllo aoaouro •• w.pple .. n wel liT l&n 111 \ho Sa\oo ot SaD\& 
C& !.bar in& &114 Rlo Oranclo 4o SW., raquirlac tb& \ toaollora 111 OoraD 
&D4 other torelp ochooh be llrw.a111&Da ancl ol&oaoo be oonclllc\ocl 1D 
PorW,V.Oee. SUch e&a Oorw.n reoen\8e11\ at thou -our•• !.bat tho 
ll&al •auJ.tuzoal &\\ache• 1D tho Rlo •l>&••T• wbD •• ropor\ocl to ban 
-· 01'&D \ho Oo.--n Allb&uaclor pl&T aoooDcl t1clcllo - tho &U&ollo ao 
a aal, while \ho Allbaea&clor ao Do\ -- lot\ tor :SOrllD liT apocl&l 
pl&Do. U 1o 110\ ;rot clear to wla\ elouoo \llle polHlcal oo\-b&ak wi ll 
attoo\ t.ba OoraA \r&clo clrho. r or tho tlrot f ov ....,tho ot 1938 , 
Oorw.q rotalDocl t.ba lMcl onr t.ba 0101\oel Statu 1D llraaUI.aD ~r\1 
u llacl ..... 1D 1936 &Del 1937 • 

. u t.ba - \~ ProalcloD\ Varpe b&o ol1al.na\o4 troa tl.o 
poHUo&l ao&Do llra11l'• elo•oUc :faooh\0, tho 1DtoiJ'&l1o\a. 11h&D 
on KoToabar 10, 1937 llo .. elo lllaolt abeoluto cllo\&tor ot Brae1l, 
ocrappoel tho 111:5~ CODOU"'UOD a n4 procla~el a tiCI'e au\horl\&ri.IID 
4o-D\, llo b&cl \ho ao\ln auppor\ of \h1o a\roDjj;, naUon-w14o p&r­
,,. 'lho 1D\oer&l1oto wore lecl to expect t.ba;r woulel plaT a proalnODt 
r ole 1D \he DOw oo~'QP. wl\h o11o or 110ro oablno\ poo1Uona. ( Loaclaro 
ot o\har lb'ulli.IID parUoo, -rloDOOel 1D \ho _,. ot loo&l polH1co, 
t1ralT bolton t.ba 1D\ec:r&lhu ..... rooolnac t1D&Do1&1 aiel tr .. Gor­
aDT &Del I\&171 \hq wro oponcllJIC tar aoro aono7 \baD cOIIlel rouoa­
&blT llo a ..,....ecl tr .. oCIQJ'On 1D BraaU). Ill\ ..,co ..-rpa llacl cCDOol1-
4a\ocl 11.1o poolUoD, t.ba lD\oiJ'&llah woro lhro• I.Ato \he cl1ocar4 &Del 
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~ JU'Iiir 41Mol....,, .lt\u \b.e al>orun -of laa\ ....,, -.v at 
\MU ........ -0 J&lle4. !be J>U\7 1a aow '11114el'~l ·- OMU'Y-
01'1 MUon u ettooUnlT -uM &ll4 Uo prilloipal 1-• 41ooro41\­
o41 o\b.ero rooall ._, U l.aol'GOIH -rou -... &a4 _..,. oft1-• 
&IIOJIC Uo nppor\oro &ll4 llol4 lob&\ U o\111 ro\oiu ntfioioa\ toroo 
tor & o--'ll&oll: ahooal4 & taYOra~o opponuaU7 ar111. 

\rblu Proo14&a\ .,.,.., lwu \alto& a ou oa ..ao\ l>o\h t orol.p 
&114 4oMoUo taoc>h\1, &114 liM -o oll&l' ._, lllo nlo 1a 41o\&\or­
oll1p, lrao1li&ll •vll. It 7au. 4oll1 \ 111.&4, I aAwl4 lib \ o JilL\ 1.a 
her o & tow wor4o •• \o how ~111 , wi\h Ho Por'-"o \ra41\1oa, l&ll­
~ &114 aW. turo 41ttvo tna Sp1A1oh-.l..or10&1l oCJIUl\r1oo. lor .,.,._ 
po 1o OAlT \o 'be 11&4&1'1\oocl 111 OOIUl00\10& wUh lllo ml1•. 0... of 
\he looooaa whioh a will\ \o 11'&111 \o&ohoo 1o \la\ ~oUi&ll oo1141-
UOIUI aa\ .,.OMI&I'U7 M 4&tiae4 1A IJ'&Illi&ll \IJ'a, 

!be lr&IU i&ll l&rpq l&oD \he SpiAioh ,.,.., ot poro-.1 
4.1pU71 he ooroo 11\\lo t or •tro11\ 0 or oor-117. !Ia 1o iator.J. , 
O&nal • .l\ \1• he 1o ua'beliawbl7 -'-· Wi\nooo \b.e lD\IcJILl-
10\ a\\&clt 011 \b.e Proo14oD\1&l Palaeo oa ...., 11. fh<o r o'belo 414 DO\ 
\rouble \o poo\ CQ&r4o &\ t ho p \oo a t \b.e p&l&oo CJ'0111'411 pooplo 
UOft 1D &114 GV.\ \o 100 \ho fich\iJIC oohioh -· COiJIC Oil oal7 \-V­
f1To y&r4o ••7· !he llr&oili&ll 1o \ olol'&ll\, DO\ t&D&\10&1 . Bo 
..Uo ao to\iah of aloo \rac>\ pr1no1plo . Bo l&ob \ho oro.ol v ot lob& 
S)lllllar4. Be 4ooo IIOt lib to kill . !ho l0&4or of \b.e ...., ro•ol\ 
•• 110 \ ohot, w\ c1YOil only a \111-71&1' ooD\IDoo. ~· llraoili&ll bAo 
& pDiuo tor OOIIJlroaioo; he 4ooo no \ ro cOCDioo aA&rp lilloo ut ci1Y1-
o1on; llo clce o not - pe,._..on\ oD-.ioo. llr&o1l 4ooo no\ bAYo & 
color l illo , llll\ ra\hor a color oono -- \hOIICh \b.e \J'&IloU1on trca 
wlll\1 \o 1ll&olt r&Qgeo loy al..oot 1-roopU~o •\lcll · !he - clar­
&o\or1o\1o a¥ llo &ppl1ocl \ o oooi&l &ll4 poll \10&1 &llcnMn\1· B.-oil 
l&alto a oli&I'-CD\ Lot\ &114 a nloar-cu\ Rl.cll\ . on.. - wbo \~ aro 
Yarpo' OA-.ioo a¥ 1lo 1A lllo oalllllo\ t oaorrow. I\ 1o l&rcol7 \1"00 
\b.e\ 11-o Proo14on\ Yarpo oo.rrooponclo t o tlllo .u-- &Dd aloo . 
\ o a oor\aja \1'&1101\iOA&l o\&Co 1A 11'&11l1 o poll\10&1 cloYOl-\­
ho h&o lloOD oacooootul 1A hol41JIC power. 

Bio co-ro..-\ 11 of OGV.r .. a 41o\&\orah1p . bJJt of \b.e 
plollhoi\1 -.blah_. \ o ra\11)' \ho liOY•'ber 11137 cou\1\ol\loll 1o 
oolcl .. hi&J'cl. Proo14&a\ Yarpo &114 lllo &oooo1&\0o ..... rwpor\ocl \o 
tool \ho7 111.-l 110 \ \J'oo.lllo w1\h 1\. 'tho7 &pp&roD\17 t1ncl U ..,ro 
ooaYollioll\ \ o COY&l"ll cliroo\17 ~ 4ooroo, \hall llo\hor wi\h a loc1ola­
turo . l D\onaa\oro or fe4or&l coooai .. i oDoro, -cl liT Yarpo \o ro­
pl&ao t om.r cOYoraoro, nlo &ll na\ oo oxoep\ 0111. C1Y1l l111or\1ao 
aro a\ \he wb1a of \ho au\hor1Uoo. Oaaoorolllp aalloo \ho pro .. : 
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\We 11 ao ft-..._ ld .....-. Oloo AMr1oea ro.ukeol: •I ,.....,. •'­
,...,, \o 41•- pol1Uoo, aoep\ 1A oall cnnq>e a\ prhaw bauoo1 
I dOll'\ vUe uoe.\ 1\ 1A la\\oro, for 7"- 11aYar mow ...... \IM7 will 
1>e opued.• Aneo\o aro ar'b1\raJ7 . .I'U\ l>efore I len Sao l'Mil.o, 

.... '""" of \he -· 1111>0r\ul\ laadero 111 \he Salle• de Ol1,..1ra 
Jl&l'\7 wore .. 1oe4 a\ \he order ot \he I11tonutor, ud \old \he7 
oaul4 oboooo bo\...,. 1Mprioo....,.\ ud ezllo troa tho o1t7 of Sao Plalo . 
1 l&ll<e4 \o - co had lieu 11Q1Z'llone4 on aup101011 tor lOIIC per1o4a. 
1'ho1 lett 110 401111\ 1A Ill' 111114 o.o to \he tao\ ot oxhna1,.. pol1oo llru.­
t o.Uy. U •• no\ •roopec\oble• pol1 U o1uo 11ho outfared, lilt.\ o.l­
lo~od oa.aan1o\o &114 \o o. loooor d"""oo lntosral1o t o o.rroo\ad o.!tor 

tho o\....,\ad ooup of lao\ - · 

!he fo.rpa roci- reate pri-.rUy 011 \he wpport of \hear­
• &114 11&"7· 1\ 1a o. 11111\orJ d1o\o\onb1p; lilt.\ 1\ 1• _.. \llu tho\, 
for 1\ o ndo co11ddarable popnlar W~q>por\, em. \o nrpo' rlr""'-
dt¥ a\ pol1Uoo.l J'GMl!.ac aDd 00110U1&U011, ud to h1o OCNr\!.ac ld 
tho ••••• thr<IQih ooo1o.l loclllo. \1011 &114 othoor _.. !ho preo1-
40J>t 'o ,__ pol1\1co.l U"'-\auoo 1o o.ooordocl Ull1nro.o.l rooopi\1011. 
Yo.rpo dooo 110\ l&ll<; 110 0110 appar011\17 lalowo wllat 1o 1A b1o .Ud, or 
who t he wUl do aox\ . Ho doe• no\ bold IJ"''I&9•; 1t ho 11Mela a ..., , 
ho will nao hla, 110 •Uar 1t tho\ an baa fCNCh\ acaina\ h1a 1A \he 
pao\; bat tho dloco.rd awo.i\1 a111..,. or 1)&1'\7 11ho11 ,..otul.llooo h 
oa4od. !bo prooidon\ bal&Dooo \he power of 0110 pol1Uco.l loo.dor with 
o.nother, 011e o\1\e with a .. oo11d, ono C'IDoro.l with b1o ri'fo.l. lo 
torol~ obaorYor remarked: "Yo.rgo.• hoo beon doublo-oroeoiDC \1M 
conero.lo 10 fao\, \hat ho hoi \h .. o.ll 411171 DO ODe Of \boa lalowo 
bow lo~ ho ou 1\&7 on b1o boroe .• 'l'ho preoldon\ 1o oo.rotlll to aoo 
tho\ DO -bor of b1o o.4a1D1otr .. \1011 aob1o,..o \oo &r•t powor or 
poe1t1o11. J'ro.nohoo ~·· 111D1o\er ot \1M I nterior aDd author of 
tho 183'7 c011o\Uu \1on , hu ooon h1o peroonal o\o.r ax &114 -· Rio 
ropor\ad o.dairaUon for fuoio\ ido.o.lo h balanced b7 \he 4eoooora\1o 
oonU•nh ot Dr. Oowaldo J.rallho, J'Ol"'iCD 111n1o\ar , f orMr .ullo.•--
4or a\ laob1Ac'\OII and ft-1&114 of tho UDHo4 Sto.too . In \1M ....., , 

Oouro.l Oooo llo11\airo , Ch1ot ot S\aff, 1o pl"¥o4 oft ~·• Oollaro.l 
Dll.va, III.Aio\ar o t wo.r. !!18oo two • 11, tor..rl¥ fr1011dl7, o.re now 
reported t o bo o.\ oclU. Oooo llall\oiro 1o OCUlo1doro4 \he 11<1ro o.blo ud 
illwll!C'In\ ot \he \wo, &114 h rated Jlrull'• l>eo\ otro.tec1o\; ho •• 
tho o\o.r pupil ot Oolloral O..lin, wholl \bo lo\\ar - DOW J'ro.aoo'• 
Oh1ot of S\&ff -- • • hoo.4 ot \lw J'ruoh ailU&rJ' aiuion 111 BruU. 
Ooooip hoe U tho\ J.rallho &114 Oooo llo11\oiro f o.YOr bol41Jic \he ooao\1-
\11\lonal. plob1oo1\o aDd a cro.duo.l ro~ to doaoora\1o IIOrM, 11hilo 
Dv.tro. oppoou tho plo'bhoUo, o.ad 1o aupeoto4 'b7 •- of ...,1U011o 
to oo\ h1Molf 'lap o.o \he hoo.4 ld o. 11oo-taaoh\ roct... '1'alk ot Yo.r­
ca•' poo01blo onr\hrow ......,, aoo\ f requenUy 011 \1M Dll.\ra-Oooa llon­
\oiro rioalr,r and tric\1011. 
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1'2-.. 14..,\ .,..rpa AIIIIOIUIGM wUb bio wo .... u.r 113'1 ooap \M 
eotalllioball\ ot a In Sta\o 1A Jrull, -or- 11114 talle4; Jra-
111 buoetor\ll -• \o llaft u a».\borUariu rect•, whiob ~4 'llll1-
f7 \M o...,\q 1A \he 1lt.oe of a obaoUo iA\enlaUOD&l oi-Uon, np­
prooo llllllwroi .... iAtlUilooo, u4 pu.\ nn ottioionq u4 clriyo iA\o 
goYern.n\. llv.\ wba\ 1A praoUoo, ao 41o\1l>cll1olla4 troa \boor7, 4ooo 
\llo low State o\u4 torT 

1 . Dine\ conrg•p\ 0 \11&\ h, poroonal 41o\a\orah1p. Varpa !lao 
rul.o4 Brasil oinco \be rnalu\icn ot 1930, ba.t \bore 1o eo• \rn\h 
in \bo ccn\onUon \bot nenh llaYo l1lal \o4 bio oppcr'=iUoo tor ccn­
o\ructi.,. aobioY-n\. Be\woen 1930 &114 19~, a\\enUon nocoooar1l7 
con\oro4 tiro\ on conoo1i4ation ot \II& now re~, \bon i\o 4ofonoo 
-1no\ t.ho 1932 Paulh\a roYal\, &114 finally on \II& clrat\iAg ot \be 
1i34 oono\ i\u\ion. ~. tiro\ Caner••• under \bio oono\i~\1on wao 
obarac\orisod ~ one foreign reoident ao •woroo tball a Ladioo Aid 
Sccio\7"; talk bloako4 acUon. But with Ccngrooo ou\ ot \II& WT at­
tor llo.,.oobar 1937, coYorn.n\al ..oh1Jlary bopn \o bua. Oft1co­
hol4on w ro torbicl4en \o bold. IIICII'o than one Job; ud \lla ott1cionc7 
ot tho llvoaucraq ao o\oppod DP• So• ot tho wo"\ crattoro wn 
ol1111na\e4. (In tbio ooJllloot1on Varpo h cenorall7 cro41tad wi\h 
on tiro poroonal boneo\7.) !be proddeD\ and bio adnooro Worllad out 
docrooo s.ob 110re owitU¥ t.hall Caner••• had pr041>.co4 lawo . Since 
lloY•bar 1i37 U 1o stated that 500 law &114 3000 4oorooo ba.,. boon 
hilled . llv.\ ouch of \bh leghlaUon 1o baot117 u4 caroloool7 
clrat\o4. J'ormarl7 4oba\o 1D concrooo oorYed. to iron out dotoch, 
but now \llat ohallco h loe\. 

2. Cep\£a11•t4 COJtrnMil\ , ao oppooo4 to tho to.-r .-phaoio on otah'o 
r1.gbh, llhiob 1D BruU bao been carried tar\bor \hall 1A tho Un1 \od 
Stat.. . To woo a word oo1Do4 b;y J'oreign 111D1owr Aranba 1D an inter­
Yiow, \bo \ondenc7 wao t o •Cb1nat7" Braoil. In onoral cueo \be 
otate a1l1tiao wore armloo 1D all ba.\ -~ &114 IOM nro equipped 
wi\h \anlao and bOIIII>iAg plane• . Bruil' o onl7 an t1-airorat\ &Uill wore 
ord.arod b7 OoYirnor noreo da OW1ba tor \II& otato torooo ot Ri o 
Gran4o 4o 9121, ba.\ arr1Yo4 at\ ar bo bad boon owoted.. Statoo bad tho 
powr to loYJ upor t d:Atho. low hooidont VarpA bao raduood \M 
ponr ot t.ho a1lit1ao, part1cularl7 1n t.hooo o\atoo wbero \hq aicht 
'llo woad -inlt hill; &114 aloo 4ocroe4 progroooi.,. oU.al.nation of \bo 
1 \a to uport ctuu... OppcoHion to \bio tren4 to•rd centralisation 
1o otronpo\ 1n Sac Paulo, Braall ' • riollaot u4 1101t pro<la.c\1.,. o tate, 
wbiob ooelcl ao tar ao pooo iblo to run ito own attain. 

3. !I!UonaliM. I ban alreadf untioned \bo lagiola\1(\11 agalnot for­
eign orpnisaUone, and \be quio~ pa\ on Go...., aot1Tit1oo. In ~ 
d1tion tho IOY.abor li3'1 conoti~tion required \be obarobol4oro ot 
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._... u4 luvaaoe oo..,..U.e w 'lie ll'uU iaDa ( a proT1e10D ""' ,., 
oatveH) u4 pola'-4 W._..ol U.. PI'OCH .. 1TI 11&\lau.l.l&&UGil 0~ 
lllaeo u4 •wrpowv. X..\ AprU a uaroo uol- ~oroicll 1Awru\e 
~- U.. p&trol- iadluoh)', Ju• a\ tiM u .. ..., a larc• r~1AoJ7 
ot 8\al>darol OU ot •n Jereq •• al>cnl\ \o 'llec1A a,..raUona. 

•· au=rn•· .Aloac wl.\h u.. ~~&Uoll&lhUo • ._.h hae con• a pro­
cr- to ••r&nCU..Il .... - ~or..... i'b.l.o ho.4 !>eon Wld.or 41ocra.aolon 
tor Ta&r•, lN\ tiM lloT•IIor o"""' troed. Yarcu' hand.a tar 1~\e 
a o\loa. Bradl plana to epen4 IQilo $100,000,000 on \hie pro- 41lr­
lnc \hi nos\ t1TI )'l&rl • 4COOrd.1nc \a &ll IICJ"Io-n\ canol- ~cr I 
tiM Pr .. l d.en\ tell out wl.C. U.. lluh, o • ......,. h \a proTide U.. lNU: 
ot •torl&l tor \hi...,.. - haaq arUllor)', Up\ artUlU7, anU­
aiJ'aratt &IU'•• o\o. ll'uU 1o echaclnled. \ o re""1TI trca 0.~ .aoll 
7.ar tor U.. naxt ~1T• , ..... eo,ooo,ooo arb worth ot ~~~~ppl1ee , or 
a to\&1 ot 250,000 , 000 - · Ot \hh IIWI, approxt..\&17 tlft-eu\hl 
oan 1>e pa1d. 1A c....,.Jl&&Wd. -.rlr::o , and. \he halan"" 1ll ~•• oahanp. 
(!lmo ill opl\e ot la&hlllctoc' • ottor\o \a 41•CGU1"11C4' :BruU•e uporl­
aen\1 ill b&r\or trade, U.. oountrr - llarrlnc a ....-. ,..... ar - h ooa­
al\hd. 'b7 \hlo arM IICJ"-\ \a c....,.nuted. arlr::o tor a\ leu\ tlft 
1•ar•. A h1cl> aU1 tarT -\horl.\7 \old • hi oou1c1aroc1 \hi d..,....cllnco 
ot Bru11 1 o ...,.. OD Ga...., euppl1u a Qaa\ ah\ab: ohould. a ....-ope­
"" conn1c \ brw.k, :aruu would. be .... ot t trca 0.~. orO'Ill.d. ban 
to turn \a U.. Ulll\ed. Statu t or au~lUo,.o , and. WOII.lcl lie ball41cappe4 
'117 a oodUlnc Tlrlo\¥ ot -•11 1ll 1.\e ..._..,., .) 7or \hi h'l7 
\broo n'b•rilloe orere 'boU«)l\ tr011 I\&17. and nacoUaUone are reported. 
Ulld.or _., tor throe more. !lhree oruioere wore orclarocl ~- Jlll«lacd., 
&ncl throe o \hore are \ o.l>e lNll \ ill Bru11, ""inc ta'brloated. •terl&l 
troa U.. Ull1\oc1 State~. In \hh W&7 BreaU plane \a • •cure \he 
orui11ro wh1ob 1\ orJ.clll&l l y propooK t o laaoe tr011 \he Ulll\ocl S\&Uo . 

SCM ol>eunre Tl•• Bru11' 1 taUuro \o o'b\alll \ho11 oruio­
oro u a ora.cl&l onn\ prot0U11cll7 lllnuenoi.J>c \hi rocao\ trend. ~­
ward. d.1o\&\orlhlp. Accord.lnc \o \hie WOJ'T, tho ouooue ot Arcao­
\111& ill 'bloclt1nc \he pr opooK deal eprO&d. oone\erhUoc .-one ll'uU­
lac loac1are . ll'uU ball l>el1eftd. l\ IIIJOTK a ~aTorK poo1Uon 1n 
AMr1oan t r1ond.oh1p. Bu.\ Arcontlh, 1\o ace\ ~- r1Til. bad. !>eon 
a'blo \a l"<l1ll He proep&c \1 . Prulunt Yarcu h roporhd. to baft 
ll&llK toce\har .nv and. naq chl•~• u4 ploclcod. thea hb nppor\ ln 
lNllcllnc up Bru1l'• - etronc\h ac-llle\ \ hh \hrea\IIWic d.onloP­
aont. '1'lmo • • 'born \he &ll1anco wh1ob .U pooll'blo tho •oy~ 
le:s? coup. ror olll7 larpo owl d. c1To w 11111 tarr la&d.ar• \he 11011q 
\boT an\ld.. Both ot \he 1M41nc oan41cl&\ea ln tho preo14onU&l -
palcn at \bat roar b&cl o'bl1pUo,.. to Y&riOUJI ln\ernto and. w.pport­
ora a 1101 \her woa.ld. 'bo 1 tronc on""Ch \a \oleo \he • top whlob &lono ooa.lcl 
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or..,U.oM. lit' \lie.......-,, pl'OhotM. loT \ke con..,._, aa4 ..Uor­
~l.M'- w \lie con..-nt. 8\ribo ..... f or'lo144M. 1A s..o l'Plo oly 
tM _, of l1Yill& lD48z ro .. & oa 100 1A ltM \o 161 1A lll:sl, U. 
oll.hf uor ..... 'MI..Dc 1A foo4 1~- ~ nt 1A o\ller po.Mo of :ar.au, 
]1&1'UCNl.arl7 \11.1 .....,.,. dlltrloh, \lie r loo aa 1111 •rkM. SW.Uoo 
ado l D Sao l'llulo ooU•h 10 allro11 (al>ov.t flfy OIDto 1A 0. 1. 
curron07) t o '- \lie ldntwua llY!Qc weco. to prOYlclo bare nooooo ltloo 
for a taaUy of tln; 'llllt \ko croat 'biUlc of \ho ---=•ro are ro­
porhd to rooolYo looo \han \11.11 atn~ flCQro. 

1. Prolldont Tarpa baa yet to oll.ow aoll.lowMnt 1A a fhld 11boro a 
d l otator 'U11&117 .U:oo 11.11 croatoot ola!.o - \kat of pallllo worb. 
ODe of \he aoo\ &oC(UIIl\17 repeated oll.arc<'l ado aplnot ll.1a h \hat 
he 11 110t a 'llv.Uclor. Brasil laD oHho, ouoll. ao Rlo do Janolro, -
Paalo aDc1 hllo Horloonh, han bolll co!Qc tll.roacll. a coutnac\lon 
•-· aa4 ...., Aow gOYornMnt M.ltlooo han '-•" orooto4. lin\ 
:araoil baa aloooat no paYM. roaclo, 001.\llclo of a tlll-allo &\roW~~. 
0001.\h of \lie ol v of Solo l'Plo, aAd \lie ooo\lon c..,..ooti..Dc \ha 
o-..-r capl~ at l'll\ropollo wl\11. lllo. 'farpa hao ~oM. to lnl­
\la\1 oll.or\ly paYI..Dc of \ko road 'Mt- Rlo aa4 Sao I'Glo. J;ac:l­
nooro aloo han wul.or IIU"''oy \lie r""'h of a railroad acrou \lie 
nor \hom •dee of \ko Cbaoo ~o U.lllt tho BraoUlaD ol '7 of Pu.l'to J:o­
poranoa wl\h Sallta cz,u 1A :aolhla. lint \hooo clonloJ81Dh are o\111 
oubo\anUally 1D tho JII'OJoot otaco. 

DloC!Uolon 11 aga1D Ulldor -., on plano to exploit Bru1l'o 
Yaot ore clopool\o 1D lllnao Gera11, aloll. of wllloll. I"W1 ~ JIW'I lron. 
Tho lack of good coal hao ll.anclloappod. clonlop11111t of ll.o&"7 l.ndu\17 0 
but a maabor of blaot 1\lrnacoo and ld.llo are llOw oporati..Dc wltll. oll.ar­
ooal aDcl potrolna; \11.11 yuz Braoil expor\14 oo• ohol w .Argoll\l.M. 
OpUid.a h uprouo4 1A oor\a1A olroloo at \ho powlblll\ho of a 
now :prooooo for OMl\I..Dc at low to..,.raauooo. So• of Brull 1 o 
prooon\ loacloro arga.o that 1t \lie COIUltl')' h to oooapo froa a colOD­
lal ota\ul, 11boro 1\ -rto raw •torlalo aa4 CO..,.hl wl\k plaAta\lCIIl 
oonAtrloo wl\h low ooonnalo aa4 ooolal lnelo, 1\ -..t 1D4u.otrlalloo, 
and olloul4 ulla.ot all ottorh to \kat lll4. 

Bow loQC oan Yarpo •to¥ ln power! llo one 1A BraoU wlU 
anooor \ll.lo quooUon, for no one lalowo . 'l'llo Pno141llt 1 o wlsaroll')' at 
:poll\loal ,ll>gl1QC h an oooontlal oloMnt 1A ll.lo ....,oooo. lint 1\ 
aloo ..Uo for al.,ot a d&U;r oll.lft 1D cuonoo and for cont1Dni..Dc 'Wl­
oor\alDt;r ooncornlQC \he onnWal troD4 of llraolllaD polUloo. Jo 
0111 lalon 11ben Yarpo' llan4 ~ ol1p aa4 oo. one of \ho- l>ollo 
ln \ko alr ~ 1100))1 lllo gao:p. flll IIIOU oxporlonood OHirYOI'I 
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.w.a ro~ 1A ~ .... ruoa \11&\ pnoUoall7 ....,uu.c oan ~~~oppa. 
n.. aro •- wllo IMlien \loa\ oppoa1Uon to the p ... aan\ NClM la 
cra&allT ooalooolllc• To\ thlo oppoa1 Uon ~ 1"'* opporRili \7 to 
a\rU., 'lllll .. o Tarpa nttwo 4alaoUoa on ~ part ot hla alll\al'7 
aaaoola\aa, or \1M ....-lo ooano \abo IIA aato \111'11 4oa._..4, 
811oul4 .be llol4 Oil ill4afllll\elT, Ulo OOD\lllaalloo of 4lo\a\orah1p or a 
cra=a1 ret,..... to "--GG'aUo prooooooo ia libl;r to lie 4ete1'111ae4 '117 
Ulo relaUn at~ ot tho ftl'iOila 4 ... auo all4 illtei'Jl&Uollal pr•­
ruoa whloh plq oa \be •foot at Ca\tew.• 

I 4on' t -...t to olooo w1 \boll\ at leao\ a ltriof refer- \o 
the •Uar ot aal~ rala\iou. 'ftlla la not tb.e \188 for...., U­
talle4 &llal;rah or 4ofilliw reco-ndoUou. Bat ""' whole Tiel\ to 
Braall ool7 oorn4 to 'llllclorli.Ae \be ·wor4e of J'orel.4Pl llllllo tor AI'IIAlla 
that •u h terriltl¥ lap>r\allt tor ov.r two p<~oploa to 'lm4ara\allcl eaoh 
oU..r.• I\ la oullo\allUall¥ ,.,.. \11&\ •• 1A the Ulrll\e4 S\a\oa bow 
baa\ allo'llt Ulo oOW>tJ7 ill Soolth .lUrioa whlch h 110ot lap>r\all\ to ..... 

Lot • llal \ lliYW•l t hero to two or throe He• which llear 
on \hlo oultJoct. J'1rat, Bruillana renal to a 'llllill'lle ciOCJ'H a 
w14eopr- 4ealro, a CeJl'llln• •-rnooo for cloaer Uoo of 'llll4en\ancl-
1114! w1UI Ulo p<~oplo of the Ullitocl S\ateo. One Allltrioan 4lplo•Uo 
officer r-rbcl, •ro ottiolal roprooentaUna '110'11&117 haYo to work 
ney harcl to clnolop in\er01t 1n 0'111' oountr;r; here ... han that lll­
\ere o\ torYocl t o '110 on a o11Yor platter.• Yo\ an;r Braailiano tool 
\ha \ w haYo o... t o \alto their frionclahip for Cl'&n Well ancl that -
ltoliOYo no parU<NJ.ar effort h nocoooaey to ro\alll 1\. One writer 
tol4 -• •~he UnUocL Statu baa allan4ono4 uo; n are a nation ot 
40,000,000 pooplo; n plq an illpor\an\ role 1A SouUI Allltrica; ._, 
7~ pq no a.\\on Uon to uo. Ual7 ancL 0ol'all7 are clo1114! U..ir ltoot 
to win uo tor taaoioa. 'l!he;r tl&rnioh material to 0'111' nowapaparol 
U1o7 han Cl'lll' J ournalh\o ill U..ir pq. '1!1>117 ooncl '110 protoooora all4 
lac\uran. '1!he7 giYo uo ra4lo broa4oa.o\o in Por\QcU.Oao . lla.\ ~ 
1Jn1\e4 S\a\oo io loolnc uo. You llOeci not cow taac1a\ •thocla. lla.\ 
•• noe4 7ao.r aoun 1ntorea\ ancl oupport. • 

'!!he oUua Uon ill Sao l'*lllo Un1nn1 \7 ~ oorYe aa a eaao 
ill point on tho l'roaont o1 \'II&Uon. On 1\a arta taonl t7 are ton Hal­
ian profoaaon ancl olcht J'ronch. In acL41Uon to ~lr llru1l1an 
oal&J7 (ahloh h loa in o-hon w1UI foroip atanclal'cla ot li'flllc), 
\boll' hoae aal&J7 io eonUmae4, Ulo1r \188 1n Brull i.e oonaicloreci 
4o'llblo tor a reu,._t allo-...oo, ancl \hq are crantocl tranlllllc 
aap41nooo to ro\111'11 h ... onoo a 7oar. '!!he onl¥ Aaer1oan protoooor on 
Ulo taaal\7 1a w1\hola\...., of U..oo porll'llhl\oo, whloh ao\'110117 4o 
not rank aa lUIII'ho, '1111.\ oorYo to balance up the ubi\ i t.o inYOl ,..., 
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Ooafl411lUal 

Jnl Ll'ftD Cll l'Al!AOU.\ T 
Clllarleo A. '11>•­

~orelca PolleT Aoooolatloa 

lot for ~lloatloa. 
~•ao• .Urea 
Oc\oMr 10, 19}1 

!haako tc the kia4aeoo of A8baooador Spruillo Jra4oo, l haYo 
Juot wUaoued the ollllliiC of t ho Ohaoo arbUral award, whlch Q­
fbUol:r flx10 \he bo\111411'7 betweeD JollYla aDd Par._. !he 
oer•f117 WOO hold \IDdor \he whlte ODd COld -ltle•oe of the 
1 oalo6. de hoaor• lD the Arc..,uao 7oret ca Office. 'lhu, tho roa4 
to tho loal"•ol&lht -· h tlDall;r tr11 of u .. laot 11rlo1111 
hvU.. la palllDI• I •l.cllt 117 that l nfo,...d optDlo11 pDerall;r 
oecorde Spruill• Jrad• aaJor crod\t for tbo o\IOcooatUl cooolllllOD 
which hoe happtl:r cronad throe :roan of dellcato ud ard110111 
oecoUatloao. · 

Dllrl11,1t 17 rocODt YloU to 1'0J'8CIIA7, l foi&Dd \hat co1111t1'7 read;r 
to H l c o .. t bo Chaco -•· 7bo oYOI'whU.IIICl:r fnora'blo -Jon t:r 
lo tile plo'ohc\to of A-t 10 olll'prhod ono tho aoot uparleDCed 
pol itical o'boorYoro. Geront.o 1\lbloarrota, the ~\\oral laoder wbo 
hod refuted to alp tho poet, f oiiDd 110 oupport for hlo intruol­
pnt pool Uoo. 'lho YO\lJ11 111 tho ple'bhol\o •••• h haft 'baeD 

11 

eoeoaUall;r fair: U It roportod t bo.& tho coYer .... u no prepared • 
to 1111 proto\U'I to 100\11'1 a fuor'llllle rooul t, but fCIIIl>d that ollch 
lntenlllt\oa wollld 'be ouparfi110uo. OPJOiltllh of tho poaoo tor.o 
had or1Uohod •oat the failure t o 1in Par._ aa:r ahara 1D tho 
allopd potrolo111 weal t b alone tho woo tom odp of ~ Cbaoo. 
?bolr oblof oo•plalot 0111aot the pl o'ol oo\to ••• that Ito pbraolac 
••• loado4 1D f••or of an aftlrutln Yoto. Jut tbq DOW appo.ar 
willl11,1t to a ccept the poplllu doclo loo , Md doclaro that Paracua:r 
will 1GT&ll7 abldo 'b7 the peace tone aod \hat 110 ollboaqueJ~t conr,.. 
•oat will queot\011 tbolr nl ldtt;r. 

7ha war hat llll4o tho ar.;r tho do• I IIUt tutor ill tho coWit1'7• 
la tho put, t"" aaJor ar\loo dhputod coa trol of l'ar111117. .l.t 
\ be end of lllo c11oaotroue l'ln Taar ' o liar with ArplltiD&, J ru\1 
ud '"-:r. a IJ'Oilp lit pnoralo orpa\aod tho ParUdo l.clODal 
llopllblloiiiO, la>OWil ao "'' Coloradoo. 7bh part7 r\llod tor 31l 70aro, 
tr011 1170 to 19011. llaaowbllo, clwil\ao o l .. aato bod for.od tho 
Ll'ooral Partr, aDd tbh IJ'OIIP• al tho"ffb plJ11111d at tt.oo 'br fac­
tional otrlfe, do•loatod th o political ooone tr .. 1901! to 1936. 
l'oroilll o'ooenero report that \he Lihralo oro ..... \looted with 
a'ole aod iotolliCODt leadore thaD t heir tradltioDal op9QDIIIto. 

In l'e'orw.1'7 1936 the Liberal prooldont, Dr. luM'olo A;rala, 
wbo bad oornd throuput tho war, •• onrthrow 'o7 Colonel 
Jatael fraoco. !he J'l'IJico aon•oot ••• 'baclted 'or r11UYo ex-
••nloe •eo - doaoblllaed otter ficl>tl.al e odad wltb the ar.1otl ce 
of Juae 1935 - 'o7 labor llD10DI aa4 'or ,.,.. otu4 ... ta. !baoo 
el ... ato coa•i4ored \bo old par\loo 4locrodlto4 ODd oOQCh\ a ••• 
poll\loal &114 eco-lo all.-eDt. lloroDYer, "'ala'• poo1Uoo 
bad 'beea ....a .. 4, due to taaro \bot be t OtCht a aecond t.,.., 
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ud \o \ba Jealouor oxoltod •oac aU Uary lodoro 'by \boo opeoial 
ta•oro baaped 011 llaaorol loUprri'bb. lruoo'o ract•• .. do oo• 
ottono at lud dhtrl'buUOD o nd )1\lt on tho 'loooko •••oral phooo 
of oocial l octolation, iaolu41DC aota'bliabaont of a lational ».­
par"'oat of La\ or, w\ th pewar to .. u l a lAduotri&l di oputao . Jut 
politi cal l y hlo adalaiotratiOR wao a htbr id. JuaD Stafanicb, tbe 
l aad1D& tlpra ia tba oablut , w.a crad\\od with ooa1-faoc11t 
\daao •d a .. uca&l l • whlcb would rotura l'arecua7 t o tho dicta­
torial tra4Hiou of Uo ttrot halt c aatury ao a uUoa. Labor 
oa4 tho otu4onh, oc tho othe r head, had 'b10n infi,....cod 'by c.,.­
aaalot and ooc lallot ldoao. rruco fallad t o cot blo 41ooidoat 
oupportoro t o pull t ocotbar , doopit e offor to to un1 t a t hea in a 
now party. He a l oo pro• od unable to hold tho ontiro ouppor t of 
t ho aroy - whooo wft.r - Uao loader, Ganaral liloUcarrl'bia , ho bad 
iapr loonad - o r to aal lot tho 'backlnc of tha aoro oolid LD4 oon­
oorrat1Yo c i Y\ lian loador o. Hie COYoro&ont wao aronuraod la 
Aucuot 1937 'by ce rtai n~ otficero, In a lliance wi t h tba Liberal 
pollt\cluo. 

A prmoloaal roctao, booa4ed 'br roll" l'aln, a protuoor, 
wao oot up. But tba oiY\1\ano lA t ba prooant co•or-at aro do­
ocrl'b od ao oQbotutlallr "•••••ncar 'boro• for t ho ~ officaro, 
who hold tba oct ual ra \ ao of power . lour aon paniolllarl r otand 
out1 Colonel J!Moo Parodoo , a ahnwd politician 1a unifora who 
oooupi oo t ho r&DkiD« oa'b1aot poat of Mia1otor of tho Inte rior: 
Colonel Aatol a , co ... D4ar-in-chiof of t ho ar.r: Wajor Arturo Brar, 
balf-hcl1ah \ n 'blood, who touct>t with Brl\aln' o torce o duriD& tbo 
Wor l d War, and who new io Chief Of Pollee Of AollDoion: LD4 MaJor 
Sooa fald11, co-dor of throe caYalrr rocta11>to . .Ul of thooo 
••• ara under ~ yoaro of &CO • 'l'beir rul e 11 Go effec t a a\l i­
tarr 41ctatorahlp, whlch JuaUfloo Hoalf OD tho crouad t ha\ 
!'or- aaodo a'bara all ordor &Dol. traaqllllll t7. 'lho pr11o 11 
cloooly c .. ouro4 , aa4 ot foad1JI& a.....paparo ouapaado4. Maar of 
tho a ott \apor t ODt oppo ol U oa l oa4oro are 1D ullo. 'l'hl rolaU oa 
of tbh ralph« ,uar tatto t o Geaarol lotlp.J'J'l'b\a 11 aot eaUrol y 
clear. Soaa o'boonoro 'bal1no tho& tboo • r our Horoaaoa• prater to 
l<owp SoUprrl'bla 1D hlo pruaa t poet ln Waohi~~&ton, taaria.c that 
if ha roturao to Paracuar, t hoy wi l l \a aol1poa4. Soao oaatiaaat 
oxioto in tho oouatrr for oota'bliohaant of a otroa.c national 
I OYoro&ant, w1 t h l oUprri'bl& at tho hoa4. OD tboo other h111d, U 
h reponed tlutt lot\prrl 'bla hlaMlf • olll4 p rotar aot t o taka 
otfloe durlJI& t hh traao1 u ... al period. 

J.nq l eaden 4oolara tbl& ?aracuar h t'Uadaaantally a 4• o­
oratlc ooaat.,., •4 t hat tholr rulo h t•porarr. Coacraodoaal 
oloctloao ware bal4 oa Sapt • 'bar ~th. !ha Colorado• wltbdra• 
troe tba coataot oa .t.ucuat 31, charct• l laok of ~~~&raatou aa4 
ottloial praoouro la f a yor of tba ll'boralo. Ia ooaMqii&DCo , tba 
Ll'boral o bad a o oppool tloa and oapt urod all n ato la 'bot.h ho110ao. 
Parecua7 bat a ooa)Nloory YotlDI law, 1 o tba Colorado a eaat 'blaal< 
'balloh at \ba pol la, whooo D_.,ar wao roportod to a pprol<laate 
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~at tU total 125,000 .,..._, out. lleaplte thla ...,, \oo • ­

_,...tac .,...,...,.. , ..... , a-orauo 1DOnoelq0 , bopu a n e>q~naaat 

that t he ...... ta, or ooacre•• wlll , ... 1, olYlllaa latluaaoaa 

.,..a-117 \o na .. ert ,.._ .. l.,..a, &114 ''*' tha prwoaaa will lie 
o•tla~~e4 liT preaUWDUal al ac Uoaa aut llarc b. Oa the othar hallt, 

•- alll....,. hater_,. wpaet the apple-oar\ -,. aao\her a''-P' 

at 41otatorah\p. !he ai'IQ', which la llel1aw4 to auojbar ......,_ 

15,000 ••· otlll co•-• troa 6o to 80 peroaa\ ot \he c«erueat 

lludc&'· !he oo•tiT'• -...to el\~aUc. _,. cl.aol te \llo la.,.. 

llat"• t•oor1107 aa4 41otatorehlp. 

Par- o•• out ttl the Chaoo coafl lot wi \h laoreaeed eoo­

••lo atra\Jie: aa4 thlo cl.waplte the fact that H f"lbt tha ao4an 

wor14 ' o aoe\ woo- leal .,.... Par- aa.Ut tha o\1'1181• without 

u:r aaJor laaraaea lJ> l h rorelp debt, wh\oh Dow al&Dcl.e •• 

6oo,OOO pouacl.a aterltac - tor a aatloa of l aaa thall 1,000,000 

people . :lailken .. uaata \hat the lDtaraal dab\ do11 110\ IKOM4 

lJ, 000, 000 col t , .. o. (or about $1.1. COO, coo. ) . Santo a OD 'he 

toralp Ul.t ""' auepa~~4e4 durtac the 0011tll c t, llut llo\h U.tareot 

Ud .. 01'\li&UOD ,.,.. .... han alDOl 'be .. 1'11-d. Joo4 -· DOt 

r atloMdl acrtoultural procl.llcUoa •• aarlcecl17 laor aaoecl. Par­

aow tapoou ao tuo\u OD laporh &114 oal7 pe.rUal uchup ooa\rol. 

OoTei'UI•t oalartaa era pa\4 11p to clata . Durlac \ha ltJ'UCill the 

c- aolclilr •• pal e! at tha rata of ooa .,..._.. p .. o a 4q, 

ucl t ha to\&1 po r ell•• coat por aaa, laolu41DC au!l1>1111 &Del toot 

•• wall u pq, clld Dot axc .. d, accord! AC to the Mlalatar ot lar, 

ala e Par_.a poaoa . (!he l'IJ'IIIMIT&D poao la aow tuotacl. at 70 
to the .t.r..,.UDa poao, or 8ppi'Wx1-ta17 280 t o tha dollar.) 

Bow dl4 Pa......., OIJ'1'7 OD lh war-Uaa flJ>&DOlDC, Ia &441-

\tca t o ualac lte .. u cold .... •"•· lt nqulalUoaacl the IJ'•at 

llulk of foratp axchaaca aacl'lllac fro• uporh, :P&Ttac IIPOrtara 

Ua aqulTalaat Ia _. .. poaoa. 111\h thla axchup l\ porchua4 

what auppu .. ware laponad. 7111 _ .. peaoa ... ra ot couraa tha 

pro41lot ot the prlaUac preaa, &Del. tha raault waa aerloua latl ... 

Uoa, \he poao 4eol1alac trca 19 t o tha Al'p~~Uae p .. o to a raUo 

Of 9(), llafOJ'W racOTertJ>c \o the pr&MD\ 1'&\lO Of 70. MQI'IOYir, 

the Oow,....at requlattloaecl. uallall7 troa oaut .. ....,...ra -• 

IWTWD or alii>\ poroea\ ttl t heir harte, paylac u. .. lJ> ocrlpt , 

wllloh 1\llbMqU&D\17 blka lie• aohallcecl. for pld p&IO bOIIcl.a, &ad 

wu taolutat 1a the ttcure tor the lataraal dell\ Juot aetloaecl.. 

I.~ li&Dita &114 ll~~elaeaa booaaea &leo aa4a ralaUftlT ... n 1-
wlllah la cr•t part are reported to haT& ll .. a rapalt. 

Ouhlcl.a plli'Ohalll of a nt \&1'7 aupplha wn out to a • ll•l-· 

~ laa4IJ'I cl.aol ara that the o-\1'7 a\ariecl. the war wlth 

u &J'IQ' of ),000 -· ot •• oaly 1,000 wn la \he Chaco. (Soaa 
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1..,._4 .. .....,,,, llo-r, rahe tlwo ), 000 n.,.... to 1, 000. ) a 
~ at till flDhll 10,000 u 100,000 .. D, 'but .. .,. .. aq ..... U... 
25,000 lD till f,..., 1 Ill e . Offlcteh otato \bat f orelp parcbaaeo 
wore pr 1Dolpall7 rifle ao4 aaalltae-aua ... u.ttloa, .... ar\111•1'7 
... utUoa, u4 a few plaaeo, wl\h \u \be a&~tla,. D•'bll' la aou ... 
"""lc• at aq ou u... ~~~~7 a11er\ that Par- 1aporte4 ao 
artllliJ'7, DO haad-crna4eo, DO alrplaae b011'bo. lupplleo of tile 
l ao\ \wo lteao wore .upplte4 b7 a 4oaoot1c war 1o4uo\J'7. ~ 
llead-IJ'ftdl haaae a ••1'7 lapor\&Dt wapon, t h e ool 41er oftea 
oreferrlac 1 t to the nno; prc4uoUoa etar\14 at tlwo rate of )0 
a dq u4 f\ahlwo4 at tbe ra\1 of 1)0 aa hour. ~ruall: 'bc41u at 
till otart wre ,....,.,4 out at \be row of oae "'1'7 .. .,.. 4qo; at 
tbo ea4 .. ,.. • ...- llollr. B11t till ,..._..., aooert that tlwo1r 
'but oovee ot tllJipl1u -• BollYla, aa4 that at the ea4 of tlwo 
war 10 porc•t of \belr .-at bad beu oapt.,....d trca the I DUT, 
lDcludiDI llo,OOO rtnu. ~7 otartod the war wttb 1111 pl-• o f 
ar\11111'7 aa4 tllliel>ld. with 66; 71\, O.Deral hUprri'llla tol4 •• 
\bat for aoDtbo at a tiM tbl art\11•1'7 wao oUeDt for lade of 
... ..tuoa. 

Pa,._aa l aadero aro aloe ua1h4 ta 4_,1&1 \bat tbo7 re­
c otftd aq larce-ocal• al4 froa .t.rpattaa. ~7 aoMrt tblt tlwo 
Juoaoo At reo f0'9r&aoot factl1tate4 tboa DO lou (a1tboucb tbero 
.... 1011 abort-terao traao~ctlc:Do w1\b ArpaUae 'b.,ko), or oup­
pllld thoa wl tb &D7 aua1 U0011. Bo"Yer, wlwoa tile Leacuo aobarto 
wao on, ArpD\tne offtct olo are reported to ~, abut thetr 1711 
\ o traaott of 'European ablpaeah up the Paraaa Rtnr. !be Para.­
IUt.Tt.D &raT taclu4ed a oo-oollod l.rpaUu r•ct•at, but \bio wao 
r>ecrul\ed la tbe ArpaUao prnlDoe of 7oi'&Oaa, wbtcll h larpl7 
populated b7 Par-aao. AD l.rpaUao aqttarT a11111oa ,.., ota­
Uoald a t Aou.cloa wb• tlwo war 'brcb out, 'bii.t tblo waa ,....ptl7 
wl tb4raWD. !be P..._u &raT ba4 the lwolo of a low f ore1p 
offtcero, lnolud.lac a ••ber of l'hl \1 RuoolMo, but oD17 a baa41'VJ. 
of l.rpatlaeo. 'i'booe Par_.. 4oa1alo, bo•..,.r, ~~& ... aot oorn4 
to oonhce 1011 foro.1.p oboernro of \bo ea tlre abMaco of Arc•­
Uae uolotaace . Proof of t blo cooporaUoa h l adctac, but ou­
plcl oa llapro. I pan tlwooe tach aa4 ttcuru oa to 7ou, for 
what tbe7 are worth lD our preoent etate of lalowl ed.p . 

It to l arcolr truo tbot Par- to a cowo\1'7 of 110 otaUoUco 
aad. few 41tlaUe fac to . Wba\ 70u llara to lll•t.T• a pproxl•te, 
U.. a. UAA&o aore or leo e . l'r1 \ten oourcu are tow, u4 ftr'llll 
otet .. eah 11114 to be cllooke4 ud r e-oheoltt4. 'lor u•p1e, toltt 
till rtoo la the coot of Uwtnc whloh tie Chaco l'ar and tatlaUoa 
howe ltro\ICht to Paracua7. A lla4tnc 1a..,.er told .. that otoce 
19)2 lt lwod fOIII 1lJI \ hl'll tlMo, roporUac \bot be had to IlK bh 
11"-8\ t o urbt wltb 6oo Pa.......,.u poooo aow 1ao\oa4 of zoo. 
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!Mil I - -· u .. ...,_r of a torotp 'balr: Wl'oaUill ta Ida 
olft" wl. til a abM\ ol )ll'iaaa; \ba aa1aq of hh ~ •'Pl.,._ a 
abtlh wt.tll \be prlao 1 ..... 1. • ....,.,...,.o4 wl.tb ••• oauU011 tbat 
tiM aoa\ of Uwt.ac bat,._ 11P 'ba\w- JOO &114 leoo pnoaot. na 
1 \albt wl. \II a lftllllt at \be llaUaaal Ocatod.,.aUoa ol Lo'bor who 
uaorto4 \ba\ \be rlaa wu 6oo poraaot. 1 put U 4owa aa a 
Par-- tau \bat \be laoroaao bael ....... a\ loaa\ thro.-tolcl.. 

Ill\ ..,., baw 1acp4 llohiat, aa4 coaaoqae~~U~ tben 1a aoaa 
&TCWI4 tor 4luoataat. !he oo- laborer la towa -· about 150 
Par_... poeoa a cl.a7, ta \ba aCNA\"7 about 100 (roapocu.,.~ 
50 aa4 35 caoh t a 0.1. C\li'I'&OCI7) . 'llac- tlcur .. tlll'al abocl. 117 labor 
loatara lacl.1cata a .,..,..1 rloo of trca 200 to 250 porcaa\ troa 
1932 to \be pruoa\. !he labor acYoaaa\ c1ataa ••• 25,000 aMllora. 
!be atr011pa\ ""loaa are touael .... , the port wonoro &114 la 11\lllel­
tac ooaa\1'\lCtloD, pacldac hcuaoa, hxUlo ant ahca tactorla1, aael 
oa \ba rallroacl.o aael 1\1'H\-car1. Ia 1931 \bo labor ""lODI wore 
elllaoh1cl. b7 \he Oucclarl ,.. ... ,... .. ,, 'but wHb tllo IICCIIoioa of 
Coloaal rraaco la 1936, \h.eJ' caao out acala \ato \be opoa: \he 
laUoal. CoDtocl.oraUoa of t&'bor W&l toraoel, aael 1oao CalDI wore 
aato. toacl.oro aow aci.YOca\1 a aotorah pollc7 &114 1 cl.oaocrauc• 
\oacl.oaolaa, aael plq ton occlallo\ &Del CCIIIUDia\ lcl.oaa, which la 
the paot bed wCD ••• cro....t. 

loao\boloae, the cl.aacer of •coaauatoa• la cited b7 \be alllt&rT 
aa 31la\ltlca\loa tor tho preeoat dlc\a\orlal coT•~••· It 
aorTal eq1lall7 well \bolO Par_..,• - chlafi7 al'a7 cttlcara an! 
war .,.,araaa - 1lbo thlllk of \b•iolTaa •• taaclot, acd who or~ 
had \he 1ll'uh do 01MIM"a1 • Oao coloaol \olt ao, 1!ho ottlcora 
are laaolot prtaclpo.l17 baoauoo \be7 "r' oppoHd to c...,.,.loa, 
*loll lo tllo wore\ \TJI& of dtotatorablp; aat la \be paa\ oo-'ll&iat 
lcl.aao ba.,. 'liMa at roac aaoac the ....... • !be 1lro11h c1.o au. ...... 
baa a~lallked 'bGtb old par\leo, orl\lclaoa 0 oloPP7° taaocrac7, aad 
&rC\MIO tor aauoaalloa aael cl.lctatorablp. Oplaloaa dlttor wtdol7 
ao to hew ll1lGh real tatluaaco l t baa. Aotda tr• \be •rroata, 1 

U 4ooo ao\ a,_ar \bat lad •el taooh\ lalluucao baTe aacl.o auch 
'•'· loao of \bo aowapaporo 0&1'17 Uallaa aa4 Ooraaa pro~cl.a; 
'botb ~~aUoaallUoa ru Mhoola la AIIUDO\oa, 'bu\ chlofi7 ttJJr tbolr 
owa ob.U4roa, rather \baa \be Paracu&T&D•· Tho l'raaco caToruoa\ 
or4oroel 36 atrplaaoo troa Ual7 - Caproal 'b•llora aD4 Flat flcb\­
oro. !be tlra\ abl-a\ rocaaU7 ra&Aba4 AWDCloa, 'but baa 'booa 
bolcl. la \bo ouotoao ""'ll Par- waa rodo7 \o lllllto -ao\. 
Jut aow tba\ \he Obaco war 1a OTor, \be COT•ruao\ to .. aot aooel 
\he pluoa, aael lo reported \o 'bo ohopplac &r01la4 \o tla4 a 
ou•••r tor \beoo ........... , coob. 

!be _, latonauac torelca lDtl,....oo la r..._ 1a tba\ ot 
ArcooUaa. !ben h ao to\11\ \bat tllh "llaclntoote• ro~Uo, 
Rich bat liMa lroaUor oo""\"7 lor \hr .. outad .. , falla wl.\hl.D 
Al'paUaa'a eooa•lo -plro. Ju\ thia h aot tuo pl'laarl~ to 

... 
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lle&Yr ln••-" of ..._ .ur .. -Ual. ArpaUMo ...., \1M 

lU'C'IIt laadbel4ero 11 tlwo Obaco, ""t at tlwot \be w•\lo of \ll.elJ' 

.aot ,,...,, JII'Ollulr ao .. aet uc•• t},ooo,ooo. Arpatl.ae -•­

t!U h abo reporte4 la tbt raUroeill, aa4 \a tho otroet-cuo of 

the oepUal. It aleo co11troh \lwo llllluoYUoll 1111&, owatac tlwo 

"'"t brportut ote-r tlM\ 10hioll Ulko ........., ... wltllB-oo 
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.ur... Aa4 u lo \hr....., ooatrol of oo-tcaUoae tbat ........,u .. 
hao wllat eo• ,,..._..., fMh h a otrucle-hol4 oe tbtlr eoe-1o 

llte. ror aoet of , .... ,..., •• toreip tra41 coo• .... \be J'lnr, 

the '"'ter part of H 011 11\huowl tcb lloah, all4 a'GOh of U h 

tran .. htype4 at Bu•o• .ur ... I t .VpatlDa cloeu Ue porto, •• 

bapJ)e&e4 a Jlal' &CO WbtD JlllOW fnar WU rapoMI4 11 ?ar-, 
thh tl11on4 roJ'IIllllo h cut oft fraa the world. t.110e, tbe ..,._ 

t hol'l u .. at Aouao \ ol1 al'a plartnc wl t b t he 14- ot aa ouUet 

throuch llra1ll, eUhar llr roa4 Yia Icua11u h OPID \II' to tiNrlot 

traffic tbe faaou falh there: or lly eaten41.ac \be CoDOepoloe­

Bor'!lllt• railroad Uae to the Dorilwoaet t o -t a ollllar pro­

Jected Uno 011 t ho Jra1Ulan olde. But appllllllc u \h111 proJech 

lool: on the aap, thelr eoon•lo ut)Utr h hllblr dll)loou. I .....,t, 

howoftr, ••r a word t or tha Icua11u Jalh, which the pl.4111oolt 

roporto are bl~or thu Jtacara and halt acala ao wide. I f l ew 

onr th• oa q nr troa Sao Paulo \o Aeuaoloa, all4 \her ara worth 

cotnc a loac -:r t o .... 

In addl U011 t o atU tar;r 4oatDaAoe and ooae •-•lo dhlooa­

Uon, the war hao 'bequeathad. Paracuar a ••• outlook o• the tll\11!'1. 

Captai n lo1eaao, lllnl1t1r of lar aad &raduate of 11.!.!. at Bo1toa 

oal4 to • • •r.,.. a thado• of tblrtr JIU'I hao 11•• li fted. ID 

the pao\ .. h&n h• d our tho\.l&llh caatered 011 a •r 'IIIlich •• ltl1ew 

•• YOilld haYe to ttcbt oo .. tlae . But 110w •• ca11 look ahead t o 

oo111truotlYe eodeaYoro. • A prote1oor reYla•lDC the reoulto or the 

..... 4eolal'a41 °1\ ohaopd 0111' Dl\iol1&1 aorale froa that Of & 41-

foateol D&Uo• which 'belhn4 1 t oould do llotblac - the hal'l tace 

of the l1 n Touo War - t o that of a Yl ot ortauo people wl \b 11'""­

lJll a1ouruoe &ll4 111t-col1f14ence. • Paracuq h telklllc of roool1-

otruc\loD. It reoopt••• lt hao to 1\art al•o•t froa eoratch . I11 

a cooonroa\lo11 wl \h u-Pr11lhnt ~ala lworo lD BU8110I .Ur11, be 

\old ae \bat a 1')}5 '""" of P~11 1}0,000 f ... ero I'IYialed 

that thor po••••••4 oalr 5,000 oteel pl.... !be oll4 oaaao11l7 

u11d h old and I'Uil 4 ""11. llew 11ed, ,.. tap lea., h YOilld aul tl plr 

produotlOD aD4 1001108\0 wtal\b. ~ftl1 1'1&01 &114 \be help of a 

1\\Ue toratp capl\al, !'ar-•o leadero hope that tb17 face 

,_,... a t'a\111'1 of crow\h &114 prcai ... 

.. 
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Preaent: 

November 28, 1938 

:!:05 pm 

Brazilian Ambaaeador 
Wr. Taylor 

Ambaaaador: Wr. llorgenthau, I oame to 
thank :you in tha name ot my Government t or the 
conversati on :you had t he other da:y with our 
Financial Attache. My Government highl:y appre­
ciated what :you had told to Kr . Penteado and they 
intend to take avail ot your otter and :you aeked 
t hat he have some plana to aubmit to you. An:yhow, 
it would be ver:y kind ot :you it you oould tell me 
something about :your ideas on t his subj ec t . 

HK Jr: I aee. Well , m:r ideaa are rather 
vague. ~ Bouza Costa waa up here a bout two 
years ago and we made t hia arrangement with him, 
which your President and my President d1aoueaed 
when they were riding i n an automobile together. 
I t was a step towards closer cooperation, but :your 
country haa not been able to avail itaelt except 
in one instance. 

Now, my thought waa the heada ot your Gov­
ernment and ours talk about oloaer cooperation 
and I thought ma:ybe we could get down t o being 
a little practical about it . 

Ambauador: I think ao. 

HK Jr: I have nothing very definite. The 
only po~e suggestion I had wae --I don ' t know 
aa much about your problema aa I should - - and 
that is one thing I would l ike to be taught more 
about your pr oblema, because I know ver y little -­
would be the poui billt:y , 1t you care to you aight 
aelt your Government what are t he varioua propoeall 
which are in t he air. For instance, the head ot 
our Export- Import Bank comee back and talks about 
locomotives. I don't know how many other thinge 
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like that. But, it you oould possibly get them 
all in your hand and t hen Just what your Govern­
ment baa in mind, t or inet anoe, in the way or 
purchaees. In order to get thie t h ing really 
start ed, I would be delighted to slt down wl th 
you and go over these dltterent proposals. 

Now, as I eay, someone eaye l ocomotives, 
s omeone eaye something else, but I don't know 
and lt your Government would let you know 1 theae 
are the ltems we are i nter ested in; we need 
thla; we need that, • g1vlng you the whole list 
or thlnga that you have in mind that you need. 
Then it you had t hat , we ooul d e l t down a nd I 
might be able to be or eome help. At least, 
I want to be or some help , but t he only way I 
oan et l:lr't •.•• • 

Ambassador: o r oourae. 

HM Jr: •• • is t hls lls t . 1 Wy country 
needs t~ What can you do to help ? 1 I want 
to help . It I am not suoceestul, i t is not be­
cause the heart i sn't t here, and before starting 
these conversations I spoke to President Roose­
velt and he said by all means go ahead. I spoke 
to the Secr etary or State. He said by all means 
go ahead and 1 anythlng tha t you can do will be wel­
comed by ua•. 

Ambassador: I thank you very much. 

HK,Jr: So t hat h the only thought that I 
had and it we oould put them down -- here are the 

various ideas -- maybe between us we oan work out 
aome method or doing business whiCh would bs ad­

vant&8eous to your Govemment and ta1r t o mi ne. 

But there are eo many things ln the air and I a m 
a very practical person. I like t o ge t them down, 
sta ted very einply, and t hen just like two busi­

neea men t alk 1t over man to man. 

Ambaaeador: I t hank you very muoh. 

HK,Jr: And it we oould do t hat, t hat would 

at leaet be a step forward. I don ' t know, maybe 
it's a question or ter ms and maybe oredlt or eome-
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thing or other, whi ch, it Mr. Taylor and I ait 
down with you and your people -- I always t h ink 
when the will 1a there a way oan be round. 

A!lbaflador: I think eo too and I think 
that our problema are not so difficult . They 
seem to ua to be Tery difficult beoause of being 
a country tull ot poaa1bilitiea, but poor. We 
think our drffioult1ea are terrible, but t hey are 
not. 

HK,Jr: I assure you, Kr. Ambassador, i t 
your Government will put that i nformation at your 
disposal, I would be delighted t o sit down and go 
over i t with you. 

Amb!jsador: I thank you very much i ndeed 
and I will uet oable down t he preoiee nature of 
the otter and to let them know that they must pre­
sent some plan in a practical way. 

HK,Jr: And out of t hat I am sure s omething 
will come. 

Ambassador: I am sure too. 

J{)( ,Jr: But I · th1nk it1 a time 

Ambastador: I think the moment ia abso­
lutely opportune , the finett moment that we could 
imagine f or such a thing and I a m sure that we 
will reach an agreement t hat will be f avorable 
both to Brazil and the United Statee. 

~.Jr: And anything that they have in mind , 
t1na noi , ommeroial, whateve r they have-- don't 
send too muoh At t1rat. 

Ambateador: No. 

HK.Jr: But at leatt something wb1oh we oan 
talk about . I atked Mr. Taylor to fi nd out what 
there waa and he understands there 1e tomething 
about looomot1Tet. Well, there may be a dozen 
ot t hing s . 

Kr. Taylor: There are various other things, 
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in the air. rranltl:y we reel that we are band1-
oapped because we donlt know what' a in the ainde 
ot your Go•ernment . Some ot ou.r commercial people 
will ooae to ue and say the BruUian Oo•ernment 
wanta to do th1e. We don't know whether they 
want to do 1t or not. 

Ambaeaador: I Yery glad personally becau1e 
I have written to the President one or two letters. I have told h1m the same thing you are telling me. 
Very precise. Very clear, to make it possible 
t or you, and tor w a to gi•e you all the possible gua.ranteee hwaanly possible. 

RK,Jr: It's Just to get a method started 
and after we have the method started we oan turn 
it over to our experts, but the thing is, aa Mr. Taylor puta it, 10 many things, all •ery Yague, I 
t hought maybe wa oould get down to being practical. 

Amb&Bead~f: I think eo. I think the chief problea otra~ ia the problem of transportation, 
because we have many kinde of riches in Brazil. We 
are a •ery rioh country, but our r1ohea are out of 
oontaot, let ua say , 11ke that with the foreign 
markets. 

HK.Jr: Well, an:r tiae you are re~:r. it :rou 
will let me know, I will be delighted to sit down again. 

Ambasfador: I thank you ~ery muoh. I wae 
an admirer o your father when he was Ambassador 
to Turke:y. I wa1 Minieter to Turkey and I had op­portunity or reading hi1 .. ~irs and they are yer:r, 
Yery interesting and e•en now when I 1ee what the 
~rm&nl are doing to the Jew1, n bad all the .. 
troubles -- I Nmember that your father wa1 Aabal­lador to T~rke:y and there wae extermination of the 
Armenians and :your father worked for the .. people 
that were killed to get a1euranoe for the faailiel. 

RK .Jr: 'fhat 1 ear a were 1ou in Turlte7f 

Ambauador: I waa there in 1931 and 1934. 

HK.Jr: You know, the French Aabaaeador waa 
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in Constantinople. He waa 8eoretary or the 
Embaaay when 1111 ta ther waa there. He waa one 
of the younger 8eoretar1ea at that time. 8o 
it ia a small world. 

I hope to aea you aeon. 
(The Ambaaaador left at thia point . ) 

• • • • 
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Mr. Tatlor: Terrific! That 1 a juat the 
r1gbt approac to 1t, because the people, eo far, 
haYe not been able to tell wbat the Br~1liana 
really want to do. They have to rely on theae 
peculiar oonveraat1ona and then a cme looomotiye 
11anufaoturer w111 •s the Brazilian Go•ernment 
wa.nta thla. We don t know whether they want to 
do it or not and have to go through th1a elaborate 
checking. 

HK Jr: Th1 a will get it. He ' s smart. 
He geta 1!. I wonder what h1a background 1a. 

Regraded Unclassified



22 

2 de Dezembro de 1838. 

Prezado Senhor Korgenthau 

0 Dr . Euri co Penteedo t ranam1t1u-me atrav4a do meu o~ 
lege dee Ralaq~ea Exter1orea a Kenaagem qua, ~nome de aeu G2 
verno, teve a bondade de mender-me e ao meu Governo. 

2. intes do maia , quero ratiticar oa agradecimentoa qua 
env1e1, em telegrama, depoia de tudo ter intormado ao meu Prea1 
dante. 

3. ~ cooperaq!o entre os noaaoa pa1aea era e 4 d1t1cultA 
da pela 1mpossibil1dade que tem tido o Brasil de ajuetsr-se,por 
causa de aua economia e tinanqse e a deapeito do desejo de aeu 
Governo, ~. normae que a economla e tinanqaa americenaa 1mpC .. 
eo conjunto de vida de seu pais . 

0 oterec1mento de ajuda por parte de seu pa!e ao aeu, 
torna mala pr6xima a realizaqlo de eapiraQ!O do meu Governo de 
ume etetiva e real comunh!o de interessee e aolidariedede entre 
oe Bstadoa Unidoa a o Brasil. 

6 . Quando ai estive, no verlo de 1837, consideramos a 
possib111dade de etetivar um dep6si to em ouro no Yederel Re••L 
ve Bank, utilizando d1spon1bilidedea em diviaea no mercedo ext~ 
rior e operendo por or4dito ~ baee dease dep6aito, noa termoa 
do ajuata t eito. 

&. ~ oondiQ~ea da economie mundiel na aegunde metede do 

.. 
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aDo tindo, r~routlndo • •ida do ..u pa{a, aar-ndaa pa~aa 

oonaequlaoiaa da orleataqlo dada aoe Daa4oioa de olabio,dura~~­

te a aUalla auelnoia, t.pedlraa a reuiaaqlo do procr- • l•"& 

raa-DOa ao reatabe~ecilllento do ooatrole de olabio at1a de F.! 

•enir maiorea aalaa. 

1 . Ia Bo•~bro de lV37, dada a atituda doe di•eraoa pa! 

••• produtorea, IIDdltiouaoa a pol:f.tioa do oat4, antraqueoeDdo 

t ortemanta, por •••• aodo, o ati•o de noaaa buaDqa de oa.&r­

oio ooa a 1apor\lnoia relati•a ~ ditereDqa do preqo-ouro,o que 

oontri'bulu para noa obrigar ~ auapanalo haporuia do atend~ 

t o doe ooaproaiaaoa de noaaa Df•ida B%terDa. 

a. J. partir de Maio daate aDO ooaeqaraa a ae tazar ••a 
tir oa reaultadoa da pol!tioa de olabio adotada a de entlo PA 

ra o' ae tem ••ritioado aaldoa ea noaaa balaDQ& ooaaroial, d.t 

•endo-ae ainda oonaiderar a oirounatlno1a de qua oa ndmeroa s 
preaentadoa pela aatat!at1oa, no r astae de aonop61io cambial, 

iDdioaa aaapre reaultadoa paioraa do que a real1dada, poia a 

1aao oonduan oa procasaoa de traude eaprasadoa a qua nlo ea P.2 

daa ••1tar 1nteiraaente, por aa1a enarsioa qua aa ,fa a aqlo f1.t 

ouiaadora . 

II. Oa tatoa dnonstraa que Doa apro~oa,aaapre aaia, 

da aituaqlo .. que podaraaoa reatabe~aoar a libardade oaab1al , 

o que u1'• pode a1nda deaorar aaia do qua aerie de deaeJar. 

Preo1p1tar eaaa aoluqlo, na aituaqlo atual, aerie pro•ooar uaa 

queda do •alor do a1~41a • raduqlo ainda motor do poder aqui­

aliho do MD pa!a, o que nlo aerie naa da aua pr6pr1a ooDnn! 

laoia D .. do ob.fet1•o ooaua que aoa preooupa - Mior e~alo 

do 1DtaroD'b1o eatre oa aoaaoa 4o1a pahoa. 

10. Beatabeleoida a aliuaqlo que peralta o a'baJado110 4o 
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monop6l~o de oaab1o e a TOlta ao r egime de l1berdade cambial, 

orearemoa iae~atamente o BaAoo Central de BeaerTaa nos aoldea 

Jd. eatudadoa, !1o&Ado a eaiaalo monetd.ria aeu pr1TU&g1o exol!l 

a1To, 

11. Obt1do ua poder aqu1a1t1vo externo oonvenlente a eo~ 

nomioamente ajustado - atrav&e de equ111br1o ma1a ou manoa pr2 

longado de balanqa 1nternao1onal de oontae - o B&Aoo Central 

manter& a estab1l1zaqlo daa taxes oamb1a1a com aa pr1nc1pa1a 

moedaa, ut1l1zando ua "!UDdo de equal1zaqlo" a ear paulat1na­

mente creado , no oaso de aer 1apoaa1Tel coD&t1tu1-lo por outre 

torma.. 

12. Condiq!o fundamental para o lxito deaaa pol1tioa mo­

net&r1a 6 o equil1br1o orqamentd.r1o, contra o qual conap~a no 

meu pais a presa!o de neceaaidadea 1nad1ave1a, quer para o aeu 

reaparelhamento econ~mioo, quer para a deteaa naoional. 

13. 0 Governo aoaba de razer eatudar em cada M1niat&r1o 

todaa eaaae neceaa1dades coletivaa a eatistazer, aa quais t o­

ram relao1onadaa para seram real1zadaa dentro daa linhaa gerais 

de um pl&Ao sistematico que aerd. traqado de acordo com aa poa­

a1b1l1dadea. 

1•. ~ rapidez com que pudermoa satistazer taia neoeaa1-

dadea perm1t1ra, mais ou manoa rac1lmente, ating~ com lxitooa 

objetivoa que temos em vista •• deaae modo, sera altamente TA 

lioaa a cooperaqlo do aeu pa!a, tao1l1tando-noa a execuqlo do 

programa que aaaegure a expanalo de noaaas rorqaa economioaa. 

Somente por ala poderamoa aat1atazer aa dema1a neoeas1dadea a 

aoa pr6pr1oa comprom1aaoa aaaum1doa no paaaado. 

15. ~ realizaqlo daa co:apraa que temoa de e!etuar para 

reaol Ter o problema doe transportee, terreatrea a mar1tiaoa,ae 
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teUaa ao aaroa4o -r1oaao, • ooD41qha de praso l.o ... o, pod• 

ria para1Ur-aoa oou14erar 4ea4e J4, • ooaJ~mw. o qua4ro 4u 

que aa1a oareoeaoa. 

1.11. do •• pareoe neoeadr1o enuar • oou14eraqllea PA 

ra eaol.areoer • al.ta aip1t1oaqlo que hrla para n6a 0 ••••Ill 

rar •• per!o4o breTe o auaento 4a pro4uqlo nao1onal.. 

1.7. 4 aat1ataqlo daa neoeae1dadea 1nad1aTe1e atraT4e 4e 

ua pl.ano de t1uno1eJUnto dae Tendaa de aater1al.• ouJo pacueJL 

to •• enqua4raeee nae poaa1b11.1dadea 4e no••• reoe1ta. 

prat1oaaente aaeegurado o equ11.1br1o orqaaan\trto. 

tar1a 

1.8. 4 oreaqlo do Banco Central., pera1t1Ddo a cont11luaqlo 

da pol.it1oa aonet4r1a e a 4eteaa do Tal.or da .,.da. ool.ocar1a 

o Brae1l aa poe1qlo econ&aioa tao11. de ear detend1da• dentro 4a 

aeama polit1oa 1nternao1onal. do aeu paia. 

1.8. 4 d1Tera1da4e de a1tuaqlo •• que noa encontraaoa ' 
que oo.pele o aeu pa!a a buaoar por outraa tormaa oa reoureoa 

de que oareoemoa a que prec1amoa obter, aeaao quando obr1p-. . 
4oa a aa61"1t1oar algwl.a pr1no1p1oa, que •• harlllon1ua oaa a DO!. 

aa uad1qlo a ooetuaea, aaa que· •• Dlo oaapadec .. oaa a pr..aa 

o1a de neoeaa14adea ,ua teaoa de aat1ataser. 

ao. 0 atend1aento 4aa neoeaa14a4ea a que noa reter1aoa, 

real.1zado oaa aetodo. 4entro daa poaa1b11.1dadea real• de noaao 

orqaaento, a a oreaqlo do Banco Oeatral, para exeouqlo de aaa 

pol.itioa aonet4r1a oapaz de dar eatab1l1zaqlo relat1TA do po-

4er aqu1a1t1To do m1lr41a, Dlo a6 no aeroa4o lnterno, aaa DO 

externo, oout1tu .. aaala oa obJet1Toa pr1Dolpa1a 4e noaaa pt 

l.!t1oa tiaaDoelro-eoona.toa. 

U. 4 oOlaboraqlo que aoa otereoe o OoYerao de an ,.!a 

4. portaato. al'-nta oportuaa a po4er4 ooaoorrer de IIOdo 4e-
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o1e1vo para o lx1to do que pretendemoa. 

22. .&. pol.hioa que deade lllovabro vea aendo aeguida • ~ 

l.aqlo ao oa.t' aaaagura para •••• produto uae aituaqlo,na peior 
bipoteae, de eetab1l.1dade nos preqoe, nada autorizando a prev1 

alo de uma queda maior de ootaq8aa. 

23. .&. iaportaqlo do pa!a nlo apreeenta, 1gualaente, t ea 

d3no1a para alta e, pr1nc1p~ente, ae aa aqu1a1qC.e de aete­

r i al a aerem te1tae pelo poder pdblico obtiverem oondiqCea r a­
voraveie de prezo. 

24 . Dease aodo, apenee o atrazo relativamente pequenomaa 

que e%1ate no pagamento de meroadoriae tmportadaa- oeroa de • • 
f 3.500.000.-/ - - 1ntlu1r1a oomo elemento de ba1xe, no oaao de 

ae reatabelecar 1med1atamente a l i berdade no mercado 

para a oobertura de 1mportaq8ee. 

oaabial. 

25. Obti do que toase um or~d1to, perm1t1ndo ease 11quidA 

qlo am prazo razoavel , estariam vencidaa ae dit1culdadea para 

a norms.Lizaqto do mer cado de o&mbio, devendo-aa ma.nter o oon­

trole apenae para aa tranaterlno1ae de capitaie , de luoroa e 

outrae remesaae de oarater nlo oomercial . 

26. Para &valier a extenalo em que podemoa utilizer a c~ 

operaqlo que noa oterece para a eoluqlo dae diticuldadea de o~ 

tra ordem e que entendemoa oaao aendo aa relatives • aatieta -

qlo daa neoeesidadea de reorganizaqlo econ&aioa e det aaa nac1~ 

na1, 4 1nd1apenaavel., para a apreaentaqlo de qualquer augeatlo 

conoreta, conbeoer o miximo de prazo que nos poderia ear oono~ 

dido em or4d1to par a aqn1a1qlo de material.. .&.a propoetaa que 

at4 aqui tla eido t eitae por tornecedorea belgaa e , prinoipal.­

aente,alaalea, nlo Ylo al.6. de aeia anoa, oond1q8ee aetas qua, 

oaao 4 evidenta , reatringem .uito a noeaa oapaoidade de real.1-

.. 
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zaql o . 

2?. De oarai er tinanoe1ro a dltima propoata que r eoebi 

toi de ua grupo de banooe euiqoa . lo1~• apreeentada palo s e­

nador Mollard. Preaidente da Comiaalo de Obraa Pdblioaa do sa­

nado l'ra.noAa, qua age no en tanto • oaratar peaaoal a aa ne­

nhuma 1.nterterlno1a do Gonrno de eeu pa!a. 

28. o plano to1 julgado 1.ntereaaante • eat4 eendo objeto 

de estudoa peloa t'on1oos do meu M1111et,rio. 1m grandee linbal, 

oonsiste no eeguinte: 

a) - OrganizaQio de uma aooiadada de capitaia tranoo­

bras1le1ra que tomaria a seu cargo a realizaqlo daa obraa iA 

diepensaTeia, de caratar p~blico e capazea de produz1r renda. 

Oa oap1ta1e na aua maior parte aeriaa trazidoa do exterior e o 

GoTerno Braa1le1ro garant1ria ua dividendo ainlmo aoa ao1onia- ' 

taa; 

b) - Abertura de um cr,dito em trancos tranceaea pa-

ra o eteito excluaivo de permit1r a oreaqlo do Banco Central. 

l'Aissor e promover o ea.lieamento e eatab1lidade da moeda. 

Ia 11gaqlo ooa esse plano o Govarno pramover1a a na­

oiona11zaqlo da d!vida externa , aubatituindo oa t!tuloa •• 110!. 

da es t range1ra por t!tuloa em moeda braailelra, aa oond1qGea a 

aarem eatudadaa. 

zg. Deade logo devo l.he eaolareoer que eata converelo da 

D!vida Bxterna oontraria a impreaalo qua aempre tivemoa de que 

o aoordo daa d!vid.aa dave aer teito na base daa moedaa aa que 

toram oontraidaa . 

:so. Reoonheoemoa a al.ta oonveni .noia da promover dead a 

logo oe neceee4r1oa antendiaentoa para •••• aoordo. pareoendo­

noa, no entanto. qua el.e e6 pode aer exemtnado df .ado ut11 PA 
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ra oa 1ntaraaaea reo1procoa - doa portadorea de t!tuloa a do 

meu Governo - quando reaolv1doa os doia problemas a que ma ra­

teri. Obtido isao , o aumento natural que ter4 a e%portaolo de 

nossos produtoa permit1r4 o oumprimento de um esquema razoaval. 

51. !a grandee linbaa apreaentei nests carta ao iluatre 

oolega as diticuldades que temoa de entrentar e oa resultados 

que venho obtendo e , bem assim, os meioa palos quais a oooperA 

olo que o aeu Governo otereoe pode nos aer de alta utilidada, 

acelerando os resultados e aumentando o interesse recipr ooo daa 

noaaa.a r al ao!lea oomerciaia • pol!ticaa. 

Aguardando oontiante a sua r eapoata, apreaento-lbe as 

mais atenoioaaa saudaq!lea . 

AO Exmo . Snr . Henry Korgenthau lor . 

Seoret4r1o do Teaouro - Walhington. 

Regraded Unclassified



(TRANSLATION) 
...... .. ... ...... . 

)t:y dear )4r. Korgentbau: 

Mr. Eurico Penteedo has sent me, through your 

Foreign Ottice, the message you were kind enough to address 

to me and my Government, on behalf or the American Govern­

~:~ent. 

2 . First or all, I wish. to renew the expression ot 

my appr eciation which I endeavoured to convey i n my telegram 

attar having duly informed my President. 

:s. The cooperation between our two countries has 

been hindered by the difficulty which Brazil, due to her 

economy and finances and i n spite or her Government's desire 

to do so, has round to adjust itsslt to the rules that t he 
• 

American economy and finances have imposed to the lite ot 

your country. 

4. The assistance t hat your countr y has off ered to 

mine , brings nea.rer t he tultillaent or my Government's wish 

tor a more effecti ve and real communion or interests and a 

closer solidarity between the Ullited States and Brazil. 

5 . When I visited t he United States, in the summer 

ot l9:S7, we considered t he possibilit y or making a gold de­

posit with the Federal Reserve Bank, utilizing the currenc:y 

available in the f oreign market and carrying out cr6dit ope­

rations on the basis or that deposit, as agreed. 

&. The world's economic conditions, on t he second 

halt of last year, which influenced the Brazilian economy, and 

beoame wore• as a consequence ot the exchange polic:y followed 
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followed during my absence, prevented the completion of our 

program and compelled us , in order to avoid greater losses, 

to reestablish the exchange control. 

7. In November 1937, due to the attitude of the 

various producing countries, we modified our oottee policy, 

reduoing, in this manner , the surplus ot our trade balance to 

t he extent ot t he ditterence of t he gold price. This compell-

ed us to temporarily suspend the payments on our foreign debts. 

e. Since last May, this exchange policy has shown 

its results and, from t hen on, we have had surpluses in our 

trade balance, notwithstanding the taot that the figures given 

in t he statistics, during periods or exchange control, always 

shows results below the reality, as result ot traud, which 

cannot be entire~ avoided no matter how severe the control 

may be. 

9. The taots show that we are approaching more and 

more the point where we will be able to reestablish the free 

exchange, a lthough tor this we might have to wait a little 

longer t han desirable . To hasten suoh a solution , at the 

present time, would bring a fall on the value of the milreie 

and a still larger reduc t ion ot the purchasing power of Brazi·l . 

This, of course, would not only be against our own i nterests 

but against the common purpose we are endeavouring t o reach 

- a greater development or t rade between our two countries. 

10 . Once reestablished t he situation that wi.ll a llow 

us to give up t he exchange control and return to the policy ot 

tree exchange, we will immediately create the Central Reserve 

Bank along the lines we have studied before, wi th the exclusive 

power to issue currency. 

11. When a convenient external purchasing power, well 

• 
.. 

adjusted to the economy ot the countr)l , has been obtained -through 

the equilibrilllll ot the international balance ot psyments,during 
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during a mor e or lees lengthy period ot time, the Central 

Bank will -intain the stabilization ot the exchange rates 

with regard to the principal currencies, using, tor that pur­

pose, an "equalization t und", wbich will be set up 11 ttle by 

little, should it be impossible to organize it in any other 

way. 

12. The fundamental condition tor the success ot 

this monetary policy is a balanced budget, against which the 

requirements tor the economic development as well as those ot 

the national detense press constantly upon. 

13. The Government has just ordered a study i n each 

of its branches of all the public requirements to be taken 

care ot, which were listed to be carried out along the lines 

ot a well ordered plan to be organized in accordance with our 

possibilities. 

14. The prollq)tness with which we will be able to 

take care of such requirements will allow us, in some way, 

to reach successfully the aims we have i n view and, therefore, 

the cooperation of your country in that way will be highly 

valuable, facilitating the execution of a program that will 

assure the expansion ot our economic toroes. Only through 

such cooperation we will be able t o take care ot our other 

requirements, incluUing the commitments ot the past. 

15. The purchase ot all the economic equipment we 

need to solve our problems ot land and sea t r ansportation, 

it made on the American market , on long terms, would allow us 

to consider immediately,as a whole, those we need most.
1 

16. I do not tind it necessary to emphasize tile high 

signitioanoe that it would mean t o us the possibility to assure, 

within a short period , the development ot tho national production . 

17. The poesibi lity ot meeting our immediate require-

menta through a financing plan tor t he ealee of material ,which 

would be within our capacity to pay, would practically assure 
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a bal.anced budget. 

The establishment of a Central Bank allowing the 

continuation ot the monetary policy and the defense ot the value 

the currency, would place Brazil in an economic position which 

could easily be sa.teguarded, in line with the international policy 

country . 

The diversity of situation in which we find ourselves 

compels~ country to look tor,by other meana,the resources which 

and must obtain, even t hough by so doing we are somet1t:les 

t o for sake principles which are in accordance with our 

traditions and our habits, but are not suited to the require-

that contront us. 

The tult1llment ot t he requirements we have mention­

carried out methodically, within t he real possibilities of 

budget, and the creation or a Central Bank tor the execution 

ot a monetary poli cy that will be a ble to give a relative stabili ­

ty to the purchasing power of the milreis , not only in the intern- ' 

al but also in the international mnrkets, constitute the principal 

ot our financial and econom1oal policy. 

21. The collaboration that t he Goverru:l8nt ot your coun-

try otters to us is, therefore, highly opportune and can decidedly 

contribute to the success or our purposes. 

22. The policy that, since November 11137, has been 

followed with regard to coffee assures tor that product a si­

tuation which at least will secure tor it stability or prices , 

and there i s no reason to forecast a greater tall i n its value. 

23. On t he same way, the imports ot t he country do not 

show a tendency t o increase, especially, it the purchases or 

economic equipment to be made b¥ the Governmen t will be granted by 

long ter m payments. 

24. Therefore, only t he r e latively smell arrears that 

exist in connection with t he pa yment or impor ted merchandise 

- about £ 3.500.000 - would act as a lowering factor in the 
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in the event of it bei ng immediately reestablished the t ree 

exchenge market tor t he payment ot imports . 

25 . I f a credit would be obtained , a llowing such 

liquidation in a reasonable l ength or time, all difficulties 

t or the normalization ot t he exchange market would be overcome, 

in which case t he oontrol would be maintained only in r elation 

to the tranSfer of capital, interests and other remittances 

ot non- commerci al nature . 

26 . To be nble to judge to what extent Brazil can 

take advantage of t he cooperation you have offered us tor the 

solution of the diff iculties ot other nature, - a nd as such 

we understa nd t hose related to the necessity or economic re­

organization and national detenee, - it is indispenseble,in 

order to present any concrete suggestion, to know the caximum 

length or time which could be grant ed us tor the purchase of 

such economic equipment. The proposal.s so tar have been 

made by Belgian, nnd especially German producers, allowing us 

a term or not more than six yenrs, which, evidently, would 

curtai l very much our purchasing capacity. 

27. The last proposal I received ot a f i nancial 

nature, was from a gr oup ot Swiss bankers. It was forwarded 

to me by Senator :~olard, President or the Gommission or Public 

V/orks of the French Senate , who acted , however, in a strict 

personal character end without any interference from t he French 

Government. 

28 . The plan was considered interesting e nd is under 

study by experts of my Departnent. The plan can be outlined 

as fol lows: 

a) Or ganization or a oo~oretion having French­

Brazilian oapitel, which would unde r take to exeoute'the in­

dispensable public wor ks beving remunerative character. The 

capital t or that purpose would be recruited abroad, the Brazil­

ian Government being celled upon to guarantee a minimum dividend 

.. 

• 
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dividend to the shareholder. 

b) The opening ot a credit in French trancs tor 

the sole purpose ot permitting the creation or the Central 

Bank ot Issue and promote the soundness end stability ot the 

currency. 

28 . In connection with this plan, the Government 

promote the nationalization ot the external debts,re­

placing the bonds in toreign currency by bonds in Brazilian 

currency, accor ding to conditions to be agreed upon . 

29. I must, in the tirst place , explain to you tha t 

this conversion is contrary to the impression that we alW!l.ys 

entertained that the agreel!l8nt as to the debts ought to be 

made on the basis ot the currency contracted tor. 

We recognize t he great convenience ot promoting 

immediately the necessary negotiations ror this agr eement but 

it looks to us that it can only be exacined in an usetul way 

tor the mutual interest or the bondholders and my Government, 

arter the solution or the two aforesaid problems . Once this 

problem is settled, the national increase or the export ot 

our products will permit the carrying out or any r easonable 

scheme . 

31. I have attempted to show to my distinguished 

colleague the outline or the ditticulties which we have to 

race and the results which I have so tar obtained, as well 

as the means through which the cooperation offer ed by your 

Governtnent may be very useful to us, speeding t he results and 

increasing our mutual reletionsboth commercial end political. 

Awai ting confidently your reply and with my 

best personal regards, 

Sincerely yours • 

Hie Kxcellency Henry ~orgenthau Jor., 

secretary ot the Treasurr - washington, D.C. 
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THIE SIECRIETARY Or COMMERCE 

WASHINGTON 

December 29, l91SB 

'!be Honorable 
'!be Secretary of the 'fre&SW'7 
Wash1ngtoo, D. C. 

Dear Heo.ry: 

Here is the .,.110randua you spoke 

to me about yesterde,y. 

Very eincerely yours , 

~of~ 

'::.. VlSlf 
.. ••t.~~q,q ~1 

f!€!!1 a r ., 4 t. 

)o ~Ja 
l!.....,...AI ....... a 

- .._ 'tl'Uq It 
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J'r011: 

Subject: 

Dlli'AftTMitHT OF COMMilftCil 

WMHINOTON 

Deca.U..r 29, 1938. 

Aaaiat&Dt S.creter,' Patteracm. 

P. H. Rawla, Acting Director, 
Bureau of Foreign and Domestic Co=-arce . 

Economic Data Concerning Brazil for the General 
Inforaation of Secratar7 Hopkins. 

Brazil. is the l&rgeat South American count.ry in area aDd 
populaticm. In abo it allght]J' exceeds that or the United 
States , not includin& Al.aaka. the populaticm 1a aatbated at 
approxiolatelJ' 45 1 000,000, of which 75 parcant lin in rural 
areas . The standard of living is low, and prob&b]J' not IIOl'e 
than 15 parcent of the paople are able to purchase ~ 
beyoad meager living necesaities . 

Coffee haa bean Brazil's leading export product for approxi­
ll&ts]J' a century . During the decade 1924-1933, coffee accounted 
for 71 percent or the total value of export&. Owing to the rise 
of cotton cultivaticm, the relative iaportance of coffee has 
trended downward for Mftral JMr& and in 1937 it accounted tor 
on]J' 42 parcent of the total value of export&. Cotton was the 
aacoad l&rgeat export in 1937, accounting tor 19 percent of the 
total. Cacao is also an iaportant 1te• or export. 

In recent ;years Brazil has Iliaci& a strong effort at d1vere1-
f1cation both in agriculture aDd in induatr;y. llanufacturing. ia 
confined principal]J' to the simpler t;rpes or consllll&r goods, but 
a011a ~ has been llacla with quellt7 articles and with heav,y 
induatr;y. The progreee of diversification ia of apee>ial in tara at 
em ucount ot i t a attoct CD the e>haracter of the foreign trade 
and i~•-diatributicn .b:r countrieo. With the decline in tbo 
relAtive iap6r~co or coffoo, the United Stataa haa takan a 
-ll•r proporticm ot Brasil' a exports while Europe , partieular]J' 
Gor&anJ, haa taken a : l&raor proporticm. lenrtboleaa, tbo 
United Stetea 1a a till b;y far Brasil 1 a boat cuatoMr, taking 36 
percent at her total' upcOta in 1937. Cler&anJ waa aecaad with 
~7 parcant~ 

.. 
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The tlnitod Stat .. waa alec 111 firot place 111 Brasil' a iaport 
trodo f'rotll the tiaa of the War dom to 1936, when Geru117 took 
first renk by a sllaht urg111, accordiDg to the official Brazilian 
at&tiatics. Gerun;r waa alae sllgbtl,y 1D the lead 1D 1937. How­
evar, if the BrazWt.11 statistics are odjuatod to allow for a 2S 
percent O"t&r't'aluatioa of illlporta f'r<oa Gerun;r, the \Jilited State a 
would be abOWII 111 first pl&ce for tbaae two 7eara. 

DuriDg the three 7oara 1935-37, the aT~rqe total Talue of 
Brullian illlporta waa $267,300,000, of which the tlnited States 
fllnUabod $61,100, 000 (22 . 8 percent). Tho pr111c1palitaas 111-
Tolvod 111 this trade are shown 111 the a t tached circular entitled 
"Trade of the United States with Brazil•. 

The aTerage T&lua of Brazilian exports dur111g the period 
1935-37 was $312,300,000, of which $118,900,000 {38.1 percent) 
went to the United States. Tb\18 exports to the United States ex­
ceeded iaports f'rora ua bf $57,800,000. 

Brazil norMll,y baa a large aurplua of exports, which pro­
Tides exchange to co..r debt aerncas , ren1ttancea of profit& oa 
foreign 111TOstloente, etc. However, Brazil was 111 partial default 
on ita foreign obUgaUona down to lloveaber 1937 when all debt 
oerTice was suapendod. R8Jiittances of profits and diTidanda ban 
also been restricted through excbenge coatrol aeaaurea. Imports 
ware unusuall,y heavy dur111g the first half of 1938, while the 
n1ua of' exports dscliDod, ref'lectiDg the decllning world market 
prices for Braz1Uen products, with the result that tbsre was an 
import lEJ.ance during the Januaey...Juno poriod of $11,234, 465. 

• 

:Y7~ 
F. R. Rawls , 

AcUng Director • 
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O&I'AftTMENT OF COMMERCE 

Decaaber 29, 19)8, 

IIEVOIUIIDUih 

Tot Aaaiotant Secretary Pattereoo. 

!'. H. Rawls, Acting Director 1 
Bureau. of l'orel.&X> and Dome a tic COIIMrce. 

Subjects What Bra..U Heeds troaa t he tlt11ted States. 

BraaU in recent 711srs hea been ll&lc1n& a atrcac atfort to 
acbian d1nre1!1cat1on of produ.ct1oo tbroush new crops and the 
promotion or aanuhcturing . Eaphaais ia also being placed upoo 
the l.JiprOTeMDt. of transportation and cC>alllllicat1on !acU1t.iea, 
both aa a aeane or bringing about a great.ar degree or national 
u.ni ty- and tor the purpoae or opening u.p unde ... loped resources. 
Tbe Gove1'111118nt baa recantl;y !OI'IIUlated a Fin-tear Economic Plan, 
which cella tor large outlays tor communication• equ.ipaant, 
industrial maohinecy, and other forma of capi tel goode . No 
official etatemant of the probable uounta or these goods which 
will be required baa been isau.ad 'by the BrazUian Government, 
but on tho baeie or eatimatea :.ppended it appear• lllcel;y thet 
upwards of $501000,000~~~ u.eed to advantage during 19)9. 

Principal capi tel goods naeded are aa tollowos 

Re.Uroad •teriels equ.i~nt and au.ppllea $25,000,000 
1Ddu.atr1al aecbinerT 
Irol1 and ateel 
llotor nbiclea 
Transport planaa 
Urport CODitruc tioo 
Arrl[f planes 

Total 

38 

Furthermore , if i t were possible to regain even part of our 
lost ~~ark.eta 1n BrazU for wheat, coal, offi ce appliancu and lll8llf 
other goode , a vecy considerable increase in trade would result . 

Detailed 1nforu.t1oo ie appended. 

.. 
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Brazil baa loa& been ooo of our leadins foreisn m.arkata for 
rdlwo,y equipment. Ourii>g tba 25-;rear period 19~1934, about 38 
percent of Brar.il' s total imports of railwo,y equipment came traa 
the United States. Tho Five-Year Eccnomic Plan puts particular 
emphaeie on the improvement of transportation and communication 
facilities . In en area larger than tho United Sta t ea , Brazil has 
onl;r about 211000 miles of railwo,y s and present facUlties are in­
adequate to handle tho dolll&nds made upon them. It is estimated 
that approximatol;r •25 , 000, 000 is needed in tho immediat e futuro 
for the purchase of l ocomotives, r olling stock and constructi on 
materials . This estimats doeo not include lobar costs, which it 
1o aaaumed would be met lr.r tba Brazillan CoVBrnment . Furthermore, 
tho figuree rolote onl;r to the needs for rehabilltsting the present 
net . New construction designed to tep undevoloped resources, 
particularl;r iron, lll!lllgenose , nickel and othar llinoral deposits, 
WOuld inYOlV8 expenditureS or far greater magnitude. 

Brazil's imports or industrial u chinery tram the Qnited 
States have bean greatl;r reduced in recent years by the diversion 
of orders to ~ - this despite the fact that the United 
States is tbo logical supplier by reason of world leadership in 
technoloey of the equipment involved . If exchange were readil;r 
available this business which has averaged epproximatol:r $4,800,000 
1n recont years, should r i se to at least $7 , 500, 000 annuall;r. 

In addition t o this current business , Brazil has need of 
additi onal equipment for the economic development of the country, 
for whi ch capi tal is now leckins. Furchaeos !rom the United States 
for t hsso purposes might be approxiaa tel;r ae follows: 

Road build ing machinery 
Conetruction, PII"Pin8 and other 

equiproent for irrigation prograa 
lUning uchinory ror deve.lopiilg 

Itabira iron ore deposits 
Va£eteble oil extracting and 

processing machinery 

• 2 , 000, 000 

3, 000, 000 

2, 500, 000 

1 . 000 .000 
• 8, 500, 000 

Total machinery needs to be furniahed by the United Stetes 
tl6, ooo, ooo, a not increase of $11, 200 ,000. 

39 

.. 

Regraded Unclassified



-3-
40 

Ccos\IIPti co of irco aDd at .. l bas shown an upward traDd fat 
SOM ;,.are, ow1Dg to ita greater uaa 111 CCilllection with bu1Jd1ng 
conat.ructioo aDd to tba deund trOll nu.roua .. candar7 •tal.­
world.ng industries which bave s prung up 111 recant ;years. Domestic 
productioo of pig iron, steel and rolled goode 1a also expending, 
but local plants are able to suppq onq a part of the total. deJUnd. 
l•porto of the major iteu of iron and steel 111 19.37 a.m.ounted in 
value to about $40,000,000, of which tho 11nited States turnished 
approximateq oo&- fourth. Tho inauguratico of extenaive ecco<>lllic 
developunto would an tell an add1 tional deaand for approximatel;y 
$4,000,000 ot iron and steel producto which t he United Stet&s is 
in a pooitico to suppl;y . 

Brasil baa steadil;r increased ita purcbaoeo ot American sotor 
vehiclaa aince the low point reached in 19.32, but Allerican participa­
t ion in tba Bruilian sarkets baa declined continuousl;y tram 98 par 
cent in 19.34 t o 87 parcent in the tirat 9 IIICilths or 1938. ln 1938 
t heae purchases will approximate onl;t .30 percent ot the 1929 peak. 
!lore automotive highwa;y transport equi!W&nt 1o a pressing need in 
Brazil and this need will be supplied practicall;y 100 percent froa .. 
the United States providing means can be round t o overcome Gerl!l8ll 
trade practices . 11nder these conditions, we might expect the 
following increased American automotive business 111 Brazil during 
19.39 aa measurod against our 19.38 volumea 

Passenger ears 
Trucke and busses 
Aaae•bq parts 

Total 

Number 

1 ,000 
700 

Value 

$ 590,000 
.390, 000 
500;000 

$1.480,000 

The autoaotive replac8!1181lt parts &Dd accUS017 business would 
presuubl;y ahow a proportionate advance, poasibl;y b7 $1,000,000, 
because this class or business bee bean seriousl;y affected b7 
fluctuating exchange rates and the dela;ys in effecting dollar 
ss ttle~~ants . 

Because or the time and sxponse involved in providing more ex­
tensive access to the Brazilian hinterland b7 land transport, aviation 
denlopooent is also a matter of prime considerat ion to the Brazilian 
Oovern~~W~t, as a part of i ts progra.m. of national unification. For 
80118 tiM there baa bean under consideratico a supplasentary air 
tranaport network which would be oparated 'b7 the Brazilian a:nq. lt 
is well known that barican planea are preferred tor these proposed 
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operaticma . Our eat~ta ot the BrazillaD HquireMnta tor .berican 
tranaport pl.onaa tor this purpoaa areo 

Year Ullder 12to ovu 25- Total .Appro:d.m& ta 
12-elac:. 2~ !!lac• 2lace total CQ&t 

1939 17 5 2 24 • 1,000,000 
1940 20 6 2 28 1 , 100,000 
1941 34 4 2 40 1 , 250,000 

To make possible this more extens ive and efficient operation of 
achedule transport services considerable airport construction (by 
#JDerican engineers), end airport-a1rwO¥S equipment (lights, hangars , 
radio aids to flying, ete . ) would be needed . SUch Aloericen services 
and """teriala as could be used tor those purposes might cost about 
'2, 000, 000 llllnual.lj'. 
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It ia believed that Bruil would like to modernize, with Al::erican 
flying 8<1u1r:-nt, her ~ air corps Just aa Argentina baa done recentlJ'. 
t'cre American credits available to f inance £0V8rlll:lent a1lltary purebaaea, 
there 11 little question but that al.l or the business would go to Aloerican 
suppliers . However, because ot easier tama and the poaaibill ty of 
dealing on a barter beals, an 11sportant part ot Brazil's a1llt.&r7 plano 
requirements is now covered 1n Oerman,y . There follows an estimat• of 
Brazil' e military aircrai"t needs: 

Year 
1939 
1940 
1941 

Training 
80 
90 
60 

Ot her 
60 

110 
180 

~ 
140 
200 
240 

Aeproximate total cost 
$ ~,200,000 

5, 300,000 
7,800,000 

Civil aircraJ."t, other than transport planes, which i t i s estl.J:Iated 
Brazilian• would bey, preferabq from American sources , 1t dollar ox­
chanse ware raadilJ' available at a satiafactory rata , and convenient 
credit taru could be arranged, are calculated as follou : 

Year 4-plaee 

1939' 
1940 
1941 

or ovar 
12 
18 
12 

5 to 10 
elace 

2 
10 

OvorlO­
place 

2 

Total 

12 
20 
24 

.lppro:d.<ata 
total cost 
$ 60, 000 

140,000 
350, 000 

Brazil currentlJ' cons\DDOs around 2 to 2t million tons ot bituminous 
coal, of which 2/J is 11sported. In 1926 the sreater part of those 
11sports were Aloerican coal worth about $10 ,000, 000 . In 1937 our coal 
exports to Brazil were approximatelJ' 190,000 tons, valued at $900, 000, 
while the bulk of the trade was divided about aqua~ between r.reat 
Britain and Oerman,y. Although considerable British capital is 1n­
veated in railways, gas plants and electric power plants in Brazil, 
there are other pvblic utilities , the State railways and Fedaral 
ahippins lin .. which ni<:ht be buyers ot Alleriean coal UDder favorable 
conditiooa. 
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AlthoU&h Brazil's principal requirements for United States 
merehADdise are in the c apital goods field, particular]J' in 
connection with t he davelojlllent of the country• s vut resources, 
there ere a nUIDber of instances in wl\1ch the present competitive 
situation regarding coneu..er goods deserves special consider ation. 

An lnportent example is the market for braadetutfs , which 1a 
one of the largest items of Brazil! I import trade. On]J' 13 par 
cent of Brazilian consumption of wheat and wheat f lour is supplied 
by domontio production. Most of our market from Rio de Janeiro 
south was lost to Argentina before the World Tiar, but Ameriesn 
flour (and to 8011!4 extent wheat) was preferred in the northeastern 
states prior to 1931. In 1926 Bruil' s i&porte or bread&tutfs 
froa the United Stetea uounted to ovor ~18,000,000. Since that 
yeu ar ... il bas developed its milling industry, and Arcentina wheat 
bas largely replaced American flour. 

Brazil normal ]J' sells considerably more to the United States 
then it blzys froa this country. This export surplus enables Brazil 
to buy its breedstutre elsewhere, principal]J' in Arsentina . On the 
other hand, Argentina aormal]J' buya mora fr= the United States 
then it sells to this country. Recent]J , Argentina bas been in­
sisting upon a policy or bilateral-balancing , that is, that imports 
from the United States must not exceed in vnl.ue its export s to tha 
United States; and restrictions have been placed on import s from t he 
United Ste.tes . However 1 Argentina hns an export ba.lance in its 
trade with Brazil, owing to large sales of wheat. Arcentina should 
not expect •to have its cake and eat it, too•. lJnleoa it is willini 
to admit United States• goods in excaoa of u. s. purchases in that 
country 1 it cannot corusistently deoancl that Brazil biQ' Argeatl.ne 
breadstuffs l.n preference to American wheat or flour . 

Tho market f or office macbineo abo deservee specia.l considera­
tton. Prior to the onset of subsidized Cerm.M; oxporting , the united 

States aupplied 80 percent or the Brazilian c.rket for office machines , 
but this proportion bas aubsequant)J declined to around 50 percent. 
Bruil'e annual requirements averase about $4, 000,000, or which the 
norna.l ehare of the United Stat es is $3, 0001000 . Onder normal 
competitive condit ions the Unit ed States could also increase ita 
share of the BraziUan market for scientific instrUIDonts 1 photographic 

and projection goods, and miseellanaoua specia.lt.ies - carketa, which, 
in the aa:gregate, amount to about $6,000,000. 
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TRADE OF THE UNITED STATES 

WITH 

BRAZIL 

MILLIONS 0,. DOLLARI5 (lO(IOdlhmlc St:oM) 
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.. 

Regraded Unclassified



lllll'l'ID suss 'IIADI n ft BButL Dr 1ea1 

Tb..,l ba1 been a 1\e&q o11ab b> ilia 't'al,.. ot Ua1\14 fta\11 
traa. wUillraall 11»01 1933, \be ad...,c1 billie -or1 praaCIGDCI4 
111 e.~porh \boa b> bporh. A\ ilia - tt., ilia poilUs ot 
lraall -=-c ilia ftr1CIIlo worl4 -.rlt1h for •r1caa pro4llch hal 
rliiD troa 1.8 pero•\ ot ClllJ' \o\al e.~porh lD 1933 \o 2 .1 percea\ 
b> 1937. Ullik4 Skho bporh !Na Braall, Oil ilia other bla4, 
ha.,. reclde4, 111 tbelr relau.,. pooU1oe lD ClllJ' -u t..porh, 
trOll 6. 7 percent of total bporh lD 1933 h 3, 9 percell\ b> 1937. 

IJporlt 

UDUe4 Statal e.~porh to lralll1 lD 1937 were Ta1,..4 a\ 
f68,631,000, ea 114Yeaoe ot 131 percea\ onr tlw .2!1,728,000 ft1u.­
atloa for tbe 4epren101l ,.._.. 1933. !be crowth lD tbe11 tour 7'1&ro 
ret1ech ilia otaaq betlei'IIGt which bao talcon p~ b> lrallllillll 
econoodo c<I\41Uoao, ea4 the bpr0ft4 buT1Dc power ot tbe peopla, 
bpeao1s -• .. peclall.J ..U.4 b> 1937, ..._, aooor41D« to Ual\14 
Statu 1t&Uotlc1 ct a.~porh 'b7 -.tha, \bare •1 a atea4J blcrea11 
lD ohlpMDh \o :tralll1, t roa ... 162,000 b> Jc....rr to .7,879,000 lD 
Decltder, 

AhhOQ4!b c...peuu ... b> ilia lrldllea al'bt tor oortab> .A.r-
1o811 goo41 coa\1Du4 ol't'ere 4u.r1Dc 1937, pu.roha111 'b7 :tresll lD tile 
Ua1ted Staie1 wore fao11lta\ed 4Dr1D& .01\ ot \be 71ar b7 \be &'t'al1-
a'b1ll\7 ct au.ttto1ent exch&Dp for \he pqoo101t thereof. Strict 
exch811p oODtro1 •• reeltab1hbed lD Deceablr. 

Coapared with tile pre-4eprullOD )'ear 192$, UD1\ed Stata l 
e.~por\1 t o lraall ot flahbe4 -u!IIC\Drel, which csoU\ute Oftr 
80 percea\ ot ilia to\al trade. 41ol1DI4 b> .,.,_,.. trea f88, 2M,OOO 
to . 66,112,000 lD 1931, bolt ibar1 •• a osa1411ral>le re't'l't'al lD 
1hlp..,.h of pro4Doh b> \hl1 cahgoJ'T lD 1937 •• COIOParM \o 
1936, the t otal 't'al,.. rhiDC 'b7 .14,631,000. lllpor\1 ot 1081 
ltlD4e of tlalobe4 -u!aohru to Bra•ll haft be-. 114ftrM17 
affected 'b7 \be\ o-·'1'7' 1 blcre&liDC pro411oUOD of coo41 of 
c- CODIOIOPUOD, u4 'b7 tile tread to-..4 iol>ortaUOil ot leal­
MDu!aot'IU'ea ea4 ol'IM!oe •ter1alo tor turtber elaborat1011 wlthlD 
tile ooaa\J'7. !hh h retleoh4 lD \be faot \bat Mal........taotu.re1 
C0111Ututd 14.6 percent of Ual\e4 S\ah1 e.~porl o \o :traall b> 
1937 a1 apin1t 10.6 percea\ lD 192!1. 

Ow1ac pr1Dclpall7 t o the 41oUM b> flOQJ' lhlpMilh, the 
-u.tao\ured t oo4ohffl croup U1111Dtl4 to sl7 1 .1 pel'CIDt ct 
the whole b> 1937 •• o.,.area to 15.8 percent b> 192!1. 

,,, 
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fr!4t 1a "M! !bpoJ1 C 41\itt - 1g 1?17 

llach1A•I7 •4 ftll1o1oo o ... ati\u\1 \be luseot otac1o cro"' 
la United. Statu aporh t o lraoll. !be01 1\eao -••4 \o 

, 112,000 1A 1937, ao ooaparo4 wl\h $:1',12:5,000 la 11136, a pta 
37,3 poroct. .t. llttlo OTor two-flft.ho at tllio CJ'O'IP ao ooa-

ot ato.,'bllu &4 parte c4 aooo11or111. .&crlov.l\ural 
_ ,mn••'7 &4 ratio epparatuo 11bwbo abowcl a ~ortaat pta 

the f onMr froa tMO,OOO t o $1,452,000, ""' \be 
f2,023,000 t o $2,1l:l3,000. .t.lroratt ..,4 parte 1.rlcreaoo4 

fro. $561,000 1A 1936 to $1,856,000 1a 19:57, :llporh at 
Dl11rolotaa p ro4w:h an4 coal lncroaoo4, 1.rl roop ... M to tbe en1arco4 
'-""' f or l.rlcluatrlal t'l>o1 . :llporh of o1l-ta111 .ahlnoJ7 rooo 

$711 ,000 1D 1936 to $323,000 1D 1937, aa4 uporh of cou ... 
coat1Dao4 1arco. M1Ac oYer t6QO ,ooo 1.r1 'both 7earo , On \be 
bu4, «q>orh of .,.ncaa tatllo .cli1M17 4ao11D04 1a ftlliO, 

$899 ,000 1n 1936 t o . 3110,000 1n 1937, a4 thoro ao aloe a 4np 
C>1U' ohlp-h of conoratoro on4 parte, lloot other u ... 1.rl tllo 

ot olootr1oal ..ah1Ao17 ..,4 apparatua rooor4o4 p.lao. 

lhlip••a t:o of •tala &4 -taoturoo ( ac11>41:Dc -hln•l7 on4 
ru>1c~•••1 1ac1wUDc ncb ~rt..,t u_. ao tillplah, hl'lllp1ato , 

tac&or•' tlD , ..u. 11114 -tacturoo, raUa7 traelt •tonal, 
roD ..,4 oho1 obelh, platu, ben aa4 rob, on4 tubalar prodach, 

laeloroaoNI4 1.rl ft1u froa $7,148,000 1a 1936 to $11,834 ,000 1a 1937, 

lw!orto 

'ftlo oharootor of llnl\14 Staho ~orto f~ llraoU hal ,.,a.r­
a o ... o14on.'b1o cbull .~ pro-doprouloa 7MH• 1JI 19211, 

foo4otufh ropro-to4 90,7 poroat ot \be 'lbo1o, wberoao 
1937 tbo7 a4o '<II 73,3 porcaat. CID tho other bu4, tho rola­

poo1 \1011 of ol"'llla •hnah rooo tr.. 8, 7 porcoat to 21. '7 

~orc .. ot, ""' Df ... utaotvo4 too4atotfo troc 0.3 porcct to 3.3 
floe pr1aolpal taotor 1a thlo cheap hao "- tho 1oaor 

,.,._, .. .~~& pncu for ooffoo , ab1ch hao o ... Ua..-4 to " olliJ>P*l 
\be Unl\o4 Statao 1a owrozt.ato17 \be - yol- ao a a-M 

(\be tift 7IDJ' a'fiHC'I , 1926-3), -· 1,000,000,000 p~4o ... 
~C.D&lrol w1\b c afti'IICI Df 11156,000,000 p-4a tor ·1936 aa4 1937), 

wal•t1011 boo 4aol1Ao4 troa .168,0211,000 1A \be oarltor 
to tft8,394,000 t or \be lahr. Ia o ... traot, a a ...,or ot 

olaooo4 ao Mllotaoturo& t oob\utfo, I'OICh u o.,...o4 •ah, 
DCititOIUI•4 ell , aa4 'b~, M\'1 n- ~17, 'bot.h 1a \'01- on4 

a otalllo l ncroaoo 1D ~ort&oo ot cl"'llla •torlalo 

1A!~~ boo Mia toa\urod. b7 larllr lllporh tro. llru11 ot IIIICb 
p1 u oaotor M&Do, oattlo b14oo, ll&'bu.o. aa4 otbor pala 

lcoraoh , O&J'II&IIba - · ....- oo\\011, oa'blnot woo4, aa4 
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l.worlt trga Jratll Sa l!J? • a Jl•r L!J'!l 
't= 1p l.?H 

I.a ooaparlllc U. 'reM 1n JJ'as111aa products l n 1937 with 
1936, U h ... U.\ ootf .. , wbloh OODoU\'o.too appi'OX1•h17 
\hraa-tU'\he ot u. \o\al, 4ao11ne4 l ll wo1- troa 1,035,000,000 
poa:ll4e lll U. aadler reu \o 8'16 ,000,000 p~ lll U. lahr 
perlo4, loG\ \ht.\ l11Proft4 prlc .. carr1e4 U. ~h ftl'OII hoct 

f66,210,000 \o .?0,6'18,000 , J. da:llar oUua\1011 ezhh4 wl\h re­
pr4 t o oer\aln other wp\allle t oo4 pre4'ach n4 b••eroopo, oucll 

ao cocoa &lld JJ'asll lluh, 'both ot 'lll1oh 4eo11ne4 1n •o1,_ loG\ 1n­
crea .. 4 lll 'ral'OII. Molle llle4lble np\a'bb pro4acts (uoludl.Jic 
flbero aad woo4)., wbloh lll ftl'OII ate vp U peron\ ot all 1111>orh 
tor COD~Ut~PtlOII froa JJ'asU, craaa Nbber rec1a\ere4 .., O'llh\an411l& 
pla, llloreaolllc 1n 't'Ol- troa 8,973,000 poa:ll4e to 12,1166,000 
poa:ll4o , -.4 1n ftl'U troa fl,298,000 \o ta.n ... ooo. 0 1.1 auto -.4 
iolrlleh belletUed tro. 111Proft4 -mt prlo .. 4eopUe a lowr 'rol­

ue ot oh1p-h \o \hh al'ke\ in 1937, ao coq>aro4 with 1936 ot 
auch O'llh\all4ill& u- •• oao\or 'b..,o aa4 babaon "'"'- aa4 lolrlloh. 
Our 1111>orh ot 1ne4l'ble ant.al pro4ach, 88 percent ot 'llllch are 

-a. vp ot hlclioo alld oldao , roo• 1n ftl'U tro. f6, '16<6,000 lll 19!6 
\o fB,868,000 1n 1937. 
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OIIISP ftA!III DPOI!I !0 AID 1111'01!1 ,_ 

IIAIIL, 1111-1917 

(!!~II 1.1 \bcraMI'I " Mltar.} 
I 

ltlporto, 1Jio11l4-
1Y b!!J!orh 

I O.no~l x..,orh 

I I I • 
I I Pl rc.IIDt I I Perc•t J ,.... or Dv.y 

· tear I or t o•- I of to•-
Yalu I a1 U .8. I Yal"" I a1 U.S. I 

1 ltlporh 1 I l ... Orll I Yal"" 1 PIJ'C.ht 

1111 al,864 1 .4 103,<164 8.1 103,1411 98.7 

1tl3 40,1112 1 .7 W,917 7 .3 W,7S? 99 .9 

Ul3 39,901 1.6 100,1148 e.s 100,1at "·' 1114 33,278 1.1 91,001 8,3 tl,l46 98.0 

1116 33,9153 1.0 UO,Ot9 8.8 117,17? 97.7 

uu 47,669 .9 W,067 8.& ue, '108 97. 8 

1917 118,11!8 1.1 146,276 4.9 118, 1100 96.1 

1911 17,391 .9 118,038 3.2 t3, 'HO t6.8 

ltll 114,696 1 .4 a33,171 e.o 226, '13& 98.8 

1t:IO 118, 'HO 1.t 'lZ7 ,1118 4 .1 199,at "·' 
1tal 1!8,106 1 .1 t6,336 a.e ta,I!N t8.1 .. 
1ta2 41 ,3&7 1.1 1:10,383 l .t 116,938 97,1 

1111 46,1!84 1.1 141,214 3.8 us,no U.4 

lt:M 88,3:>7 1.4 1'19,337 8.0 174,174 97,1 

lt26 87,461 1.1 221,172 e.a 214,138 97.0 

11311 96,4411 a.o 336,307 a .a . ,1'12 17.0 

1t27 88,737 1.8 3:)3,027 ••• U8,1?9 t7.8 

11311 100,104 a.o 3:10, '101 8 •• 217 ,OM te.l 

ua 108,787 a.1 307, 018 4.7 :103,1M 97. 1 

lt30 113,809 1.4 1J0,884 4.1 la,t'H 97.0 

1111 ae,e?9 1,2 110,212 6.1 108,912 te.a 
1Ha ae,eoo 1.1 ea,w 8.2 10,010 97.6 

1t33 :111,'128 1. 8 82 ,828 &.7 ?9 , 11et N .l 

lt:M 40 ,176 1.t 11,4M a.e 87, 821 ... 0 

me 41,811 1.t 99 ,881 ••• 90,167 t1 .a 

1Q8 41,01J a.o 101 ,00o& 4 .:1 90,787 at .O 

1137 18,631 a.1 la:> ,sa 3.t 104,t83 17.0 
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IICII!IILY mm at ftl milD e.pu wmr 
_II.UU. , lJI~lJI'I' 

'•••&a If laUall 
I 

-u. !!ozt•. iaolv"ac .._uto I -- !!f:orh 
I 
I lJII 1Ja 1Ja'7 I lJII lJI4I 1m 

J_, 3,11111. 1,911) 4.,1U 8,Ja .... 11,11111. 
fo)lnar7 ··- •.m 1 ,9'7'7 ••• 10,'781 10,, - •.ua 4.,108 e,1u .... ··- 10,MI 
lrprtl •.o:M '·"" •.no '7,810 '7,J.M 10,001 

*' 3,1. 4.,4.'76 e,ta? ?,tM ~ ..• 8,181 

~-
a,.,.,., a,m .. .,.. 8 ,110 1,911) 10,Ma 

~~ 3 ,'711 11,011) e,M? 8,tz '7,:161 .... 
lllcU' a ... 3,1111'? 8,617 .,,.., ?,ea 10, '78t .. ,-.. a,lH l , lla .... ., 8,oa .... 10,4.'11 
OC\oller 1,u• 6,013 .,,.,., ,,., .. ,.. I,I'IQ 

lo-r .... ., 4o,86'7 1,8U 8,810 ..... . ... - 3,171 ..• ., '7 ,I 'It ..... ., 11,811 9,1'78 

!O!.LL t.ll,lll <111,011 ... Pl ...... 103,00. ~.-

ftlm rJI !Ill UJIISD IU!II WI!I DUlL, 
JY ICCIIaUC o.usaa, lJll9 - ltl? 

! lal"ooo a Uacroll!llu ., 4<11jT.'l 
1 &lere•talatlo a IPoroao,llla'lo if 

Claoo I 19311 I of 1-U I 191'7 I ot l-Oll 
1f o'-l c\o fo\&11 1fo'-l 1\o 'l'o'-l 

IIIPOifl (U . I, - ,) 
f o'-l 108,1103 100.0 2.1 ... m 100.0 2.1 

0,..... -~rtalo 1,2:111 1.1 .1 1,2'73 1.t .a 
Cra6t too4a\"Qtfo 1,3?8 1.1 . e 1,m 1.9 1 .1 
la..techl'e4 too4oR!to Jl 8,38'7 e.a 1.1 .,.e 1.1 •• 
~ ......... 11,181 10.6 1.1 9,811 u .e 1.8 
fblobe4 .nfectvoo .... 81.1 a.e 88,112 80.'7 1 .4. 

x•cmr:J' 
to :10'7,e88 100.0 .. , 119,.., 100.0 • • o 

Cra6t •\artalo 18,017 1 . '7 1.2 .... 21. '7 .. , 
c ..... t-·"'"· 188, .. 80.'7 36.0 I?,Mt. ?I,S 21 .2 
lluutachra4 t-o\"Qtto Jl m •• • 1 a,MO ••• •• 
Sec-tech n o 306 .1 ~ 

1,1M 1.1 .a 
flohiYI4 _ ., .. , ...... Ill .a .. .a .1 

11 ,, .... , ot lJDUa4 Sa\oo \ o\al of oech oo•oo4o olooo upono4 \o 
or lllpono4 t,._ -11. 

Jl IM1 .... o wt.aoo , op1rt\o aD4 oU.Or "'"-' · 
jJ -- lllpono, lJlll, AD4 •x.ona tor c .. ._u ... •, 1Ja'7. 
jJ IAoo U.. 0110- \0DU. ot 0110 p-t. 

1/I.J 

48 

• 

Regraded Unclassified



-6-

PIIICIP.I.L COIIIODJ!DS Jill ~~ 01 CQIIIODI!DS D DP<BS 
,_ !II IJIIJftD liiUSI !0 nuu., 1ta6-lJ37 

Yal-u 
1 ( 1,000 4ollaro) 

l:lportt. 1nclu4.lnc reupor\t, 
total ••••.••••••••••••••••••• 

Y•cotabl• foo4 pro4ucta ao4 
'be.-eracea. total ........•......... 
()atMal, Cf'O&\t AD4 roollt4 

oatt ...•........... ... 1,000 l'b •. 
1lbe.a \ • 0 •••••••••• 0 •••• 0 1, 000 bu. 0 • 

lb&et flour •••.••••••• 1,000 bbl., 
Jppl••· trolh •••••••••• 1,000 ~ •• 
Oropoo, tr.lh •••••••••• 1,000 lb., 
Pe&rt, tneh ............ ... 4.o ••• • 
'lallro.h .................... 4o .. .. 
Ot~r .,...tabll foo4 pro-
duct a and b4 .. race• •.......•.... 

locotab1o producto, tne41ble, axcapt 
tt~r• ID4 woo4, total •••••• • ••••• 
~tooobtl• ttr•• 

( catlnce) .•...•.•.••••• . uUIDber . • 
~tomoblle lnntr tahet ••••• do ••• • 
lotlD , . , o,,,,,,. o ... ,, •• , •, ,ltblt,, 
Ot~r ncot&bl• pro4uch , l.ne41ble 

Ttx~llt ttbert aa4 ..nutacturee, 
t otal ........... ...... . ......... .. 
Cor4o4 tiro fabric: .. 1,000 oq.J4 .. 
Silk ,,.., orpz~&l.lle a4 
h&r4 \wiota ••••••••••••••••• lb •• 

!pUD lilk ,,,,,,,,,,,,,,1,000 lb., 
hH baa~ floor 

COftriorct o o o oooo o oo \,000 tqol'4o o 
0\~r tuUlo fl~ro od 
.autacturea ••...•.•....•..•..•• 

loo4 C14 popor. total ............ .. 
Oroaooproot &D4 •tnprc:ot 
p.~~ptr .......•...•.... . 1, 000 lb •• 

fit.,. anct cnpt paper •.. •• clo •••• 
Otber wood .act paper ••••••••••.•• 

7"' 

1,282 

69 
l:H 

1,18& 
6,2:211 

828 

76,&4& 
~.&90 
eo,-661 

166 
1,08& 

lJ3? 

85 
31!6 
69 

11ll 
1,830 
4,&66 
1,004 

77,933 
84,483 
62,413 

38,667 
42 

1936 

49,01J 

1,:546 

136 

M5 
2163 
9& 

2163 
n 

l'H 

1,951 

662 
18 

67 
w 

158 

68,631 

1,966 

93 
392 
~ 

299 
l36 
2M 

" 
233 

2,662 

~ 
86 

963 
1581 

122 
= 

77 

340 

931 

131 
229 
571 

49 
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1-\alllo a!Aeftle , \o\&1 .....•• . 
H-ua eool •••••• 1,000 t ...... 
c.... Jl"'t:l'ol*- •.••••. •••••• \\1 •• 
Gaoo11M &4 o\loor p<~ti'Ot.. 
.. tor ta.l •....•...•. 1,000 "1 •. 

Mllwral tplrl\a • ••.•• , \,000 pl •• 
Jll-.n&Unc oil • •.. , .1,000 -.n .. 
Gao oil eel 41oUlloto 
ta.l oll ••••••• • •••••••••• ao •.•• 
LRbrloa\~ oil .• ••.• • ••.. ...•. . . 
IAI)rlcaU.uc &:"&HI • , , , 1,000 l'b,, 
P&rattta ..a •••••••••••····••·· •• 
0...\. Portl-.4 .•••.•••.. ,._'blt •• 
O".Mr a .. \&l.Uo lllAeral t , ••• .•• 

Me\al t aa4 ...raonne, uc•' 
.aldJM17 •4 ~ol•• · \o\al •.... 
r- ac1 .-.. 1 \co •4 
rota .• 0 •••• 0 •••• 0 ••• • ,1,000 .l'b • • 

llr• a4 d ool ploho ...... do .... 
lraD &D4 , , .. 1 ~., • ••••• • to . •• . 
ftDploto , h moplah aacl 
~·· \la • •••••••••• •••4o•••• 

1\ruahlral lroo aacl otool1 
.,~val lhlf•• ........ , ••.. 
Ploho, turleetocl, ,_., 

or ~4 ••.•• •• •••• 1,000 lb • • 
laU~ trtoelt •hrialo 
~· • • •••• 0 ••••••••• •••• • ·• •• 

lllll Jo1ah, oplloo \co, 
thl>-s>loho acl Uo-
pla\ea • .• • • .•• ..•.. , 1 ,000 1\,, 

swUelloo , . tr<>ee •4 
cro••:lac'a ... .. . , . •...•• ,to •. , . 
~ proauc\e ••.•••••••••..••• 
.,... _ , - ......... 0 .. 1 ,000 1'1> •• 
jz:ee, W0&4 m4 ~4 •. , , •.. • 4os •• 
J'll ll _, ,.... • ... . : •. 1,000 a.. . . 
Qo.pper roa. •••• •••••••• 1,000 lb •• 
..... 884 braD .. ••• • ••••••••••••• 
0\llor a talo •4 -ao-.o •••• 

h e)1•• rr •• ftll!elee , \o\&1. 
n.otrleol acbl pe1'7 •4 
_..w, 
O..a ,ora ea4 pane ...... o o ••• 

,_otoftlbc M el e•"• rtl.llc 
epp&I'&'QI ••••• •• •• 0 • ' 0 ••• 0 0 •• • 

fll) 

1,1117 
u 

8)1 

Q 

1,eaa 
a,:rn 

18,046 

1,1311 

32,0311 

a,taa 

2t ,2M 
19,<&6'7 

1&6 
8,4451 

Tal.,. 
(1,000 clolloro) 

ltJ'7 1 Ulla US? 

et 

3,4451 
a,au 

14,099 

:a,tta 

J,IIM 

a.,at? 

&,878 

1,664 

31,081 ••• 301 
3 , ll69 

ll,801 
aa 

a,olll 

10& 
1,880 

91 
8& 

" '171 

1,8111 

lliO 

a 
1116 

101 

611 
191 
'103 
1&!1 
Zll 
8M 
83 

1, 30:1 

300 

aao 

u,en 
901 -4 ,?N 
Ul 

a,ll03 

U ,834 

3,3111 

uo 

ua 
1,099 

266 

w 
333 

1,U8 
u:a 
307 
t&t 
Ill 

l,SZI 

33,ua 

50 
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• 

* oM Mf7 ucl fthiolet - ec.UnM. 
noc&rle&l ~·1'7 oa4 
appentu.- Coot1Aw41 
!raooo.ioolao OD4 41otr1-

bQt1oo appo.ro.to. •••••••••••••• 
Motora, t\artera ~4 COD-

trollera •••..• ..•••••.•••••••• 
llootrlc rofr~ro.toro o.n4 po.rh 
H~ehol4 ...........• ~er • • 

la41o apparatu .•.•.•• . . .. . ...• 
!elephaDt epparatu.a .. • •. .....• , 
noctrlo •to.l cao&Ut Olltloh 

o.o4 owttch ba&oo •••••••••••••• 
latua\lial eeeb1ner,r; 

SteM loc0110Uftt 0 paftt aa4 
accetao.rita •......•... . . . . ... . 

CoeotNCUcm ..,, cao'OOJ1.ac 
MOhi.Atf7 , o, • •• • • • •, • • • o o,,, •• 

llilli.Dc .,, '!"'A"7111c ~~J'7 • 
ShMt o.o4 plato._to.l wotl<i,q 

.al:ll.Dt t • . ••• 0 •• • 0 • • 0 ••• 0 •••• 0 

t.stllo machlneJ7 • ••••• •• •••••• 
Sowlac -lnoo •••• • •• • n- , . 
llwlnc ..chbe part: a • •••••••••• 
AlF-<>cm41\1<1lillc oqv.lp_, ••.•• 
011~11 ..ebtD•r,r •··••·••••••• 
Co\ \aa. ciD• • preaMa •4. pane • 
J.ir COC!It H I 101'·1 •••••• , oll'Claber o o 

Offloo -Uo.ocoo: 

* -'I.Dc ""' ca1aw.auac 
.achiatt ••••• . ••.•••.•• ~ • • 

C.~ recia\ara ......... • •• 4o ••• 
f7pewr1t•r• •• •••••.. •• • •• • ao ••• 
Prtoti.Dc aa4 'bookl>ta.Uac 
..oblntf7 ••·••·••••••••• •••••• 

Acrlcult.vo.l -.chlaOJ7, total. .... 
BorN aa4 pOHr plwt . • aa.Mr •• 
fi"'IIt.ore • o o o 0 ••• o. 

0
• •• • •• • 4o •• •• 

Par\a u.4 ..eeeuo.rta• tor 
ti'IIC\01'1 • 0 0 0 0 . .... 0 0 •• 0 •• 0 0 0 ••• 

&t-'bUoo , po.rto aa4 
acc.aeo.r-11 1, \ o\al o ............... . 

llotor t.....U aa4 
.... O oOOO O O oooooooo oa~ •• 

• • •• ..,.,. •to.'bll•• . 0 • • to .••• 
Pazia for aa..ablJ ·•• o•••••••• • 

'"' 

11,1530 

3,4315 

l,t'M 
l,tM 
8,288 

8,..S -
11,106 
.11.811 

I 
I 

Yo.ho 
(1,000 4.ollo.ro) 

1937 1 1936 1H7 

u,:an 

6,ll89 

3,ott 
2,687 

U,UO 

3011 
1,191 

894 
2,031 

3'M 

87 

lOt 

II«) 

199 

11'11 
112 
4611 

10,1311 

2,tea 
a,aa 
2,108 

146 

911 
31M 
7111 

13, '1'38 

a,eea 
4,4«) 
2,1111 

51 
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At.011obUea, parte and 
acoteeorl•• • Coo\ 1Due4. 
loci••• (•otor truelc , bnt .. 4 
pat .. nc-r ear) · · ·······• ••• ••• 

.mto .. 'bllo torYlce oppl1011coe •••• 
At"""'" .. 4 p o.rh • •• •• •••• • ••• • • 

t.DdplaD•• .•.•• .•. • •.. JDu.ber •• 
lal1-,r ...,. po.rte , ucopt uloe 

aa.4 ~l • • 0 .. .......... 0 ... 0 ••••• 

Olbor -.chlo117 0114 fthlcloo ••• • • 

Ol>IDlcalt oDd rollte4 proclx>ch . 

\o~ •••• • •···•··········•···•••• • 
Cool tar colore. 41-• cd 

t \&iat •••••••••• •• •• • • 1,000 1~ .. 
Jb'Uo<ldo (~otic toda) ••• do •• • • 
~4 pa1oh, ota1ot 
aa4 eaa.el t ••••• • ••• • 1,000 l'l·· 

0\bor cboca1oalo ..,4 rollh4 
pro~\t •• • • ••••••········•••••• 

Wlect llato\U arUclta, total •..... 

1934 

aa 
16,311! 

101 

Tal,. 
(1,000 doll&rt) 

1937 I 1936 1937 

123 

510 
163 
5151 
u 

714 
2,43) 

1,825 

162 
303 

186 

1,174 

2,676 

984 
247 

1,666 
809 

809 
3.779 

1,694 

3,233 

52 
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PilJIC~.t.L COIOIODI!J:II .1m1 CIIIOQPS 07 CCIIIODI!J:IS II III'OII!S 
II!O !Ill 1111IftD 'UftS I'-* JBASIL, 1936-191'7 

A.Dlaal procluc\a u4 uta&lt , 
t41blt. total ••••••• •••• •••••••···· 
C.....od 'beet, 1nc1ud1lll; oon>od 
boot •••.•. . .•• . .•...••. 1,000 11> .. 

.AAl-.1 pro&lcta u4 anl•la, 
1Dt41ble. total •••••••••••••••••••• 
Kl'-t ~4 &kina , \o\&1 .••••••.••••. 

CaUlt h19a •.••• . 1,000 plecta •• 
_, ODd 11:14 olc1J>o ..... do ....... 
O..r, -oack. or 4oe lk1D a . 4o . •.•••• 

UDtr.a .. 4 tara ••• ••• · ••••••••••••• 
,.,.-a, orude •.•••..•• . 1,000 lb .. 
0\hor alMl pi'041>ch ODd 
anlaala, 1ned1'blt • •• • •••••••····• 

'""''•1>1• food prod""h ad 
'bnw-..a, \oW ....... . ....... . .. . 
Jna, ol>orh ODd otl>er 1>F-pro4>lc' 
ftt4.1 o o • o oo o ooo oo ."oo •• o oooo\Cilloo 

Jrad1 or crau nuh .. .. 1,000 11> .. 
O.ttOA .. a4 oil ••.••••••••••• 4o •••• 
Cocoa or cacao k.at ....... . 4o •••• 
CoffH .. " ..... • ..... .a11110D lb .. 
fo&ta be&Dt ••.••••• ••••• 1,000 lb •• 
0\hor _,ab1o food prodl>ch 
u4 ~race• ................... . 

ToC"\&1>1o proctoch, l.udl'blo, "'"'P' 
fl'btra ao4 woo4, \o\&1 •••••••••·•·• 
~robber •.•.•.••..•• 1,000 lb., 
010.\\a bala\a ••. ••••..... 0 •• • 4o •.•. 
Oaetor Mae .... ... ,o, ••• , •• • Oo •••• 
Pala an\0 and pala an\ 
Dmel.a •..•.•.. . ..... o •••• • 4o • .... 
...... Jmll •4 brDel l • .. • do •••• 
~wax ............. .... 6o •••. 
01\lola oil .... • ...•••.•.... to .... . 
lo..-..ol oU • •• ••.......... . to . .. . 

1/IJ 

1936 

1,2-'3 

1 ,3)6 

21,289 
28,978 
37,1.01 

li6 ,168 
1,036 

31111 

8,972 
847 

146,374 

9,460 
1111,022 
12,4615 

2, 887 
ua 

1937 

8,?86 

1 ,11118 

3:11,174 
19,988 
46 ,1n 

JM,eo1 
878 
293 

1.3,886 
&77 

146 ,316 

32 ,111 
&6 , 793 
la,911 
a,Ul 

174 

Ta1'00 
' (1,000 dollar•) 

1936 191'7 

102,787 119,527 

1:!5 1,048 

92 

6,784 
5,940 
1, '1113 
2 ,8112 

aa:a 
lH 
3158 

362 

81,339 

3tO 
2,676 
2,107 
9,63) 

66,210 
2M 

162 

11,817 
1,298 

141 
3,212 

3)() 

1,936 
4,278 

ru 
1.30 
3111 

8,886 
7,819 
2,484 
3,008 

486 
311 
43) 

311 

90. 6'111 

466 
2,947 
2 ,4e8 

13 ,906 
70,6'18 

l97 

1&,4n 
2,:!14 

ua 
3,1f80 

911 
2,727 
4,800 

m 
302 
431 

53 

.. 
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54 To.l• q,o..ut¥ {1,000 Wlaro) 
O-'l•T -4-.., 

uae lt37 I uae 1ft? 

fl'kre ucl -utac\v••· 
• ••••••• 0 •••• 0 •• 0 ••••• • ••• • ••• &ea :L,311 

ll68 . ,181 a.a 740 
e,eo1 8 ,171 3M -3,la3 2,318 141 " 

• ••••••• • •• 0 ••••••••• Ill 143 

oa4 papor. to\o.l • • • • •• • •• • •••• • 2'10 311 
cabl.D.t\ woo4, .... ,, 

1,116 a,ll3& 1M J.a 

till '1011 

21 30 I &a 
1211 211'7 35 eo 

ae ,IM 118, 1&6 381 680 

&4 Mav.taetuna , ueept 
ADd. 1'1h1Cl11 1 total o • • ,, , l ,OlO M1 

fake or YltMll f" hold.i.Dc ••· 
11qa.14 or otbor •terio.lo.n111bor •• 68,682 81 ,8111 Ill 136 

.. 
lioacUOM oro 
,,,,\,000 lb . (-000 COJl\ ... t)., 117,071 71,1132 872 11117 
flt&Dlu. ore, rutile •.• • 1,000 1~ •• 196 1.~ 37 67 
Otbor •to.lo .,4 _111'..,\uroo • , ••• &a 51 

\1<104 ••••••••••• • •••••• , t aa.e •. 688 l,ll68 :. eo 

other artlolee •••••••••••••••••• aft S18 

Regraded Unclassified
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THE CHANGING CHARACTER 
OF AMERICAN EXPORTS 
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!HI RM"C'"A CHWCD! gr •m rcq 1m11.U ~ 18A.U1. 
Abrid&ed fro• ap.oia~ Report bJ Co .. troial Attiobt Ralph H. 

"' Aokerau , JU.o de Judro 

Jaeuarr lt. 1137. 

1aa QD. cprrepey: Coanretooe tro• eoatoe ot rete to dolla re b.a•• beta Mdt at 

the anne• uaa.al u-olauc• rat .. &hP ta nrtod &aaMl report. or U•• la.a.k or 

aruu. •Ucb are u follon: l92e;. '71001 ; l.t2T • ....,..,, l.U, ~; lnt, 1t411: 

1ll30, _, 1931, 1- ; 1932. 1 .. 133; 1-. 12t'702; 1-. 12f0'78; - 1-. 

17t364. Ia Table Jlo . 1. tor the ,..,.. 1Ut-ltsa., t» u.wt• p .,. t a ,_.., 

ieeuea of "Co ... roio &aterior• •~ ehoWD tor tbe to\al Y&lve ta dol l ara or export• 

ud t.porta; thtlt f1&11tta di!f•r aU&bUr r·ro• tlllt renHe obtai.o.ed br ooa­

••rtiD& tbt valvt 1a ooatoa at tbe ratea publlabtd br \be l&ak of lraall. 

SoH aotab1e cbu.c .. bavt oocurtd dv..riA& \be lut dtc-.d-t 1.o tbe cha racter or Uai\td 

Stat .. • tn4e • U.b arazU, partto111a r1,. t.a the aatatt ud oo_.uu .... pO.etuoa or ex:porta 

to lradl. '-' a.a.AJ or th .. ohu&tl a re tbt reaalt ot \be ietlaeace or , .. rceaor .. anna 

t akea bJ the lra~iliaa Go•traHa\ tor \be purpaae or allewlatllc .be depre••too. a re•1• • of 

lru11 'a tiD.aac::ta1 ud oo ... roh l poUciea 1.11. recee\ Jtare ..., tint. be &t•n. That polt­

oltt .tll be diecuaetd uaeler .be tour btadiaca: Cl} bobU&I coat.rol, (2J Tu.atioo to­

Ottatll, ( :S} D1nrait1cat.1oa of acrtou.l\urt. ud (4} Trtatltl &Del Coaerctal arraaceMD.tl . 

k pbenu WUSll 

Moe\ of lbt currtaCJ ia otrovlatloa 1.o Brazil hat btlll i.Acoawertiblt tor ...,, J tare . 

Ll&lalaUoa. •a.ac\·td duria& 19'28 pro'lid.S for th accu•ulatloa or a S\tbUU&Uoa ~\lad Y&al. .. \ 

• bleb ao\ea red:eeaable 1D &Old • ould bt luv.S to replace &.radualh t .bt iz:u:oan rUbh aott:a 

thea 1o ctrcula Uoa . ., Ult eo4 et 1929 Ullt.a tuad bad r .. cbtd • au ot approa.l•ttlJ 

&30,000.000. repreatDUD& abo\tt 45S coYer for \he aot.l8 1D otrcv:laUoa. The rit,pld deoUu. 

lD • orld prtc .. of BruUiu ptod1acU aad tbe cur\allMDt. ot fortip cre4Ha, forced \ll.t 

COnro•ea.t. to decide • bttber to ....,.H. ita .chaD&• \o deoliat rapid.lJ or to tuHOrt 1\ bf 

t.bt v.ae of 1\a cold r• ••n•• · I\ adopted tbt laUtr couret aad bJ \be earl.J part. ot 1»1 

bad ut1rt17 exbauattd thh r ... ,.... To • . 1aia1M IMhU&t t1uotu1Uoaa ud p,..•tot • 

declue aovtratd b7 apeoula\ht ra\btr t.ban econo• lo faot.ore, 1t. dtoreed tbe ortaUoa or u 

ottic.h l hcha.ac• Coat.rol Office t.hrou&b • hich all uohaoc• traneact.lciae patted. Ua\11 

Stp\ .. btr 1934, all ro,..tco u~p a.rie1D.& tro• u,porta, 1DYeat• eab or other oredU• had 

to be sold t.o tbll b cbu&l Orrlcrat rat .. tix:lld. dl Up. wbidl.. to t.u.ra aad.e anila.bl t tor 

\ be pQ·Mat. of .. rcbaadi" 18P'Orta aucb uct.u&t aa u·~td" \bt requlrt&tDtl o t U11 Co•tra­

.. at . a .. t.rl~Uoae .. ,., ,-. te,.. ..... Lbat. .aa.\.~ttb.J M robaa4.J,u 1.JtabV\.a • • r• p.a7ablt a t. 

.. 
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a1 ~• ~ rro~ ••ebaA&t acquired la t,he op.A aarktt 
I t or 4l)J. of t~t1r ., u """~ • tt.e ortlcU raa · lhd rroa th u ctll n hltl ar1t1DC troa UporlJ: 

t \ht opta aarltt ~t.D& al!pp tt.e f11ods or t ttl t eacbaqt ottict . l o Ftbru.ary 19$5. restrio-
tt ylattd rtq~ire:eots o ~tJCild certtlll ' P b ailttb a J &bt tiDd a level 'Hl&ted to euppl1 Qd 

t rtb.r relAu~ so t.l'lat t t 
tioM • trt \1 &Jaltlt 10 toretp u obaOit aoqulred at OpeD aarket 

j d t 1oce that tiat i~porta are P duan • u 
111 ar iSia& tro• certain tJC.portt ar·t aoqu1rK ~J \~t hohance 

r.-ua anJ 01111 351 of tbt proe .. -vidt tuod.s a t a lo• rau of exchance tor tbt atniot OD 
Orttee at tb• orttcill rau, to P•v 
external public dtbt. and otbtr Covernaent atetstltiet. 

1 d " excbuge ror pay11entt could oal1 bt 11oured b7 purohaua troe Ourtnc tht per o •~,en 
, 1 1 Ottlct \be IUDS avallablt wtrt Utu!t101tD\ \0 conr dtaa.o.d.a. • tth the the E~chan&t ~en rc • 

ua•;al\ tlla\ a l\lbstaa\t&l baoklol 0 , couureial crtd1 U • •• accu.vlattd . Ia. 1933, acreeat.Q\t 
• •r• ,.urtJ J.oto • Hb erttitb, cericac a.nd o tbtr c rtdl\ort, wbueby u ohaoce tor tbt U qut .... 
d.-uoo or e-;c~;.c~lattd locltbttdt~tP arhlt:lt tro11 atrcha.adJtt laporu • as to be •.&d.t •••Uablt 
• 7 t oatlllJ piJctA\I o"tr a ptrlocl or rht ytars. Tbtn t llbttqVt D\lJ occurred a t ur-tbtr 
blocb~t ot cou.,d al cttdtt.s ud a.dd1tloul a&retataU alODo& tbe aut &tDtral llDu .. rt 
.attr~ lato d:.arl.a& 1931 SJ tMs eoatrol U.t Courc.ata\ cb.Cktd vlohnt tluctuaUou lD tt:.t 
allrtta, prt"tiHtd l.portt Croa ~<din& ao np1dly u to briD& about u adttrae trade 
balaact, ud torcH tortip ll.l"ppUtrs to at-cord loa, tt,.. cr~JU n a U at • heo d.ir~t 
toreac• borro• taa .-., 1qonlblt. 

Tt.t frtt aarlltt Y&hlt ot tht mlh:e ts has dtcliat:t -.pproxi.aattly 72,; in relation to 
cold, or abotH 50 Cl tau 1D rel&Uoo to tht dolhr. 1. t • • 1t 1a now • orth approxi .. ttlJ 
10 06 u coopartd to apprOxillattlJ 10. 12 cents 1D 1929. Shct t ht tlttblhhlltnt ot tbt !rtt 
urke~ \htrt ll.at occur red an 1uprovue.ot ta tht atotiaeot of foretca aupplltrs. which hat 
ltd to tbt rtiU.IpUoa or tem credits to Bnziliaa purcbutra . Caeh wu dtaanded ao loac 
I t control over ro~1ttancts re:atne~ in force . 

T~J lllcrtue lU rtvuuu U:le Cover=eal !OWld DtCtJitry to rt•iu vpward a 
\u ltu. • Ucb bJ 19:SS bad 1nereas&d its ineoat to tbt b1&beat ttcurt ... r 

aubtr or 
rec.orde4. 

l o•\ bportut Croa lllt stamtpot t 
•tstou ot cuto-as t&r1tt At . a or t !ftet on Cor•lp couerc t • •r• tht t tn ral rt-
ot tbt chu .. colltc:Ubl•· 

1 
"

1
' tt:. c!.t:Uttt or tilt • Ureta tht r t wu applied to that part 

• Q co d & d.lt!.,t:~t ltl butd b pap., cerruc1 to &old to _, 1 oa t t tluctuatio& value of tb:t ... ..,n tutlc.a. or tb rue~ 1 t 
• ct• flueS ratio 1111 t stablhhed rat o oratrl r applied. Sv.b.sequeuu7• 
Ourta1 193.4 U~trt • at aadt ttf • •,t ap,roxla.attlJ 301 &boYt tbt d1tftrtat1al thto. 1D torc:t. 

•et n & nt• cu.atoa t Itt d ttvtr.1Jtl ua \o lr&nt a •HiUc , 1 a r tJl&:nt d to honase Covtrrutent 
It prott:tioa to ce t 1 d 

tb••• •tuurtt, do~tul.c &l.cutae\ 1 r a 0 o• uu.o hdUitr!u, h a rtsuH or 
ur tl& .-u abel \lrtd t ex t ent U111.a tvtr bttou •bleb 

1 roo t o ro1cn co•p•t1Uon to a cnattr 
• • C011p eli • 1 th tb bl rtuon o r the dtoline hl tht 1 , e &her con ot i epo rtod atr·chaadile by 

n trnaUonal va.l t 
o r utatin& doeuttc lnduttrtu an:t b 111 0 the •ilrth, hlltened tht txpsns1oD 
abou t a tubtUtuttoo ot doae.stte t e tstablittlsent or new faolorlts This brou&bt 

d 2lerohandbe r . 
pt q tnee on fortl&A 101,1rcu tor ctrtal or tore1a.n u d o coode. and dtcreued de-

a ar~icles At th 
• 1 aut ti•t 1t att.ulattd the de.aa.ad Z06J9 
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tor to-oalltd '"ca,pltal" coode, but tht total l~rtl Or thll t,-pt or anehand!ae did not 

reach the valuta or tht dtolLut ia other liota. 

Dlyt[lif~ at Ac rlspltprt 

rua~~tntal to &D laatdlat• or .uetala~.reco••r.r in Sra~ll it tbt tolotloa or t~• ac­
ricuUual problt•. OtpeccUa& l&flllf oD acrtcultuN tor ita uUooal • Nlth ~.~:~d a l.80at 

taUNlJ on ttl• export or a ttw acrlcultanl products tor itt rorelca tt&4t &Ad iD~•• rroa 

• blob to u1Gta1n ita bt•ruatloaal ortodtt . aauona.l eeoaoey urcM httrnntion oc bthalt 

or tbt rara.r. Over-prod~ctlon or etvtral cropt, prtdoaJa&At La export trade at a tiae wbtn 

othtr areas or tht world were expaA41n& output and ofttriac LnortaaLn& coapttltton , failure 
to laprovt p rod.\lotlon atthodt or urkttln& b7 ri&Ld olasaitioatlon or ttandardlzation and 

taul\y dhtrlbution, wort reooa;nhtd •• obstacles to the expa.ntloo or aarkettL Tbe cottee 

production ot Brazil could suppl)' the needs or the world, but tht parUotratloo ot other 

oo\U\triu in the world's aarketa ruulta h a teaVJ periodic eurplua ot Brazilian cotteu 

Wh!c~ autt ba 41sp~sed of lo auob a aanaer at to prt•tnt prieta rroa decllnlnc below pro­

d~actlon &D4 .arktHD& costs. Tbll ltd: to u attempt to rntrlct new planUncs ud tbe 4t­

o1aloD to dntror Rrpht oropt, tbrou&h a Hl'\1-l&ti.D.r &J.tt.CJ aet vp bf the Go'f&rnaut. 'l'bt 

cocoa lod~trr -•• tt!t the erteot or lncreastac eo:patltloo • hlcb l td to tbt establlttJttot 

or a.o IaaUh.to •hie!~ is atteopUa.c a .Ott hlttlll&•nt direction of plu.Unc , a.ad toa:S'.:tt UAlro rw 

cla .. iUcatlona, and reduct trueportatioa, nre~o~sillc. aacl urhUnc COtto. Tblr-tr-t1n 

Je&rt ace SrazU nppliecl 1101t or tht rubber con.suaed by tbt world, but today u cootrl­

buttt onJr a necltctble perc~ntace or the tnoraou~ requirtatnte, aAd notblo& has been d,nt • 

b:t tbe Covtrnaent to reaedy tbh t1t\I&Uon. A centur)' a co erul Uan eusar •as ah~ an ia­

p?rtaot oonOdUy tn inttmatloul ooaoerot, but. • hUe eu1.ar cane crowln& is still one or 

the aoat hportant. lnduatriee, it. h only slnoe the roraaUon ot a Su.car and AlcQhol In­

atliutt durlnc 19:5-S, under- the ))atrona&t or the Covernaent , that. ordtt11 urktUDt bas 

prevented dlaaatrous price dtol1net and ptn~ltted the e~ort or a ... 11 aaouot or btav111 

eubtldl~ad •~t*r. Several other ataoolatlona of producers bawt bteo eooouratt4 by the f~ 

aral or State Govtrnaeou , aaottt wblob aay 'be: aenuocad tbe R.lot lDnltut.e, Kern Matte 

lttl\1\ute, ud tbt .. at IDsUtot.a or JUo Gtude do SUl, .ott. or • 'bleb ban proved. be.a.et1olal . 

Bot h tht ft<ltral Conrnaect a.nd State Co•trc.aeots han &i'ftA ald t.o pla.nttrs lD other 

d1ttc::t.ioftl, auoh •• by uklrll anilablt tbt rttults or etudltl cooduoted at •~erlaeotal 

,,,., OA pest control, tho d1at.rlbutlon or ateda, and other propacanda aaterlal. 

Thll, coupled with the ran in ootret prices durlnr. 1929 and aubsequent and only 

partial r-ecovery of t.bt corftt aarketl, and tbt cost. to the produoere or tht various ... _ 

auru dtll&ned to ar~st thh dtoUne and reatort prlcu, turned t he atteauon or acr1-

cu!tur11ta to the posslblll\1&1 or avbatltuUnt tor a part or tbe cortet crops other acre 

prorttabla product.a. As a raeult tbtrt has occurred a wbata.aUal 1Dcreua 1D dlvtrairt­

c;a.Uon . The value of cotton ptod~J.ct.loa <IuriA& racnt 1tara rhall the "Y&lve or t.bt t:)tftt 

crop. t.bt oltnaa r ·nUt lodostrr hat ,.ac.btcl alp.1t1cut proportlou , rtce culture bu ban 

stet4Uy exp.udln&. both the q\l.&llty &Ad quantltJ or ~co• are 11l'toY1D&. &ad each cropaaa 

bt6DI, coro, oats, barlef, eto . , conUoot to be produced. 1D. quuUUtl eutflclent. to aMt 

the att&d1l7 exp&Dd.tc.c do .. sUo cootqpt.ion. 
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bi b bu ltd 10 •1.1:17 couotrht to t fltot barr1tra I al sut!ietenOf • G 
the und towtrd aat on • •ru.Uiu u:port• · Hi&b duUe• aad q uota 10 1 reptreusdon o " 

uunat 1tporu h•d • ur " t ttoo but wtrt obltaoht ill tt•• • •7 ot t b t d ... 
d d \ht &OYtltD\ 0 <O • 1yatt.at not oolt tape • 1 duoto oopto1t11Y tho .. whi ob btret otore COD-. t thtr Bra:U an pro , 

nlopaut ot earhtt or 
0 

8 11 ,1 o•portl Tht 8ruUh.n Cowtrutat b.ae ooo-11 · roporUoo ot ru " · 
trlbuttd oaly • ••• P otu tor 1\t produ.o\1 aod hu optDt<l l a rcer a&rkttt I 4 to anurt adequate qu 
t11ttath ot&Ot t\t 1 1 It bu btto .tlltnc t.o craot. Io order to r-. 1 hltO tor ocac.,s CD 
1D eo•• oouat.rltt 

0 
rt 11 soat co\l.otrles acrtt<l to tocttut ieporte or lrazU1u oa.­

ltut ortdUt blocked lo ~~ •1 s -• •-port quotu wtrt ~tcurK troe otbtrt oo l tazU ' • 1 tttttd ptrl~; ocrta ~ _. 
•o41UtJ our _.. tlo treat.ua.t . Tllt tact tbat. 101t ot 8ru1l'a axporte a r. lultUIIICt tor aott.-ra•or_..u 111 b t 

I t lal to t.ht req-u1rtltD\t of otbtr a.aUou u &'f'Ored tbit ,. . .. ttrl&lt or aaterla. • tssu 
d ..... traitted. BruU to !1.114 f't.td;J aoctptUOt tor 1ta aarplu o-.tpllt. tJPt or at&oUtUoa u .._ P • 

h &ddltlOI to tilt IUSUt:S abon stt !orttl, tbt rt4tra.l co .. naatDt acd Sta t e eo • • ~ 
autt u.ve crptlltd a broalftr ritld tor tbtlr 1ateroal aecurltl•t ud b7 aooorc:Uoc c r .. ter 
orNl\ raclUUtt to ta<tu-ttrltt throulb exteDsioa ot tb.t redltoovot dtpart•tnt of t.bt lull 
or lrull lla•t aadt lt pOUlblt .t.o atlav.late d~auuo producUoa or iDdultrlal ud ac rloul-

tural ''"''· 

A)pattiHl)' \bt prtutat liUtroal purob&alDI po .. r O! tbt OOUD\f'J it II b l&b U Jt btl 
btu tn &Q)' ttctnt )'tar. Ia. 1928 tb.t tat1aattd ,.lut of ltadla& aarloultoral products -
cortu, ctnalt, tttt. da1rr produgt.s, auaar, trutte, rlct. btaat. couoa, luabe r. t obacco, -
ut lO,IJ.C.OOO cootu CUtt a.o.ta1.1al aver&.&t nlu ot tbt rht Jtara 192$...30 • aa '8,040,000 
coatot), or •bleb tbt value ot Utt bu.aper cortu crop or tbtt Jttr accounted tor 4~4.SO.OOO 
cootu. At. lo tact, a aubttuUal part or ttlat. crop • u carr1t4 o•tr lato aubeequaot .rta re 
Ud IYU\Ull)' dttttOJtd, 1t ls dovbtt"Gl •httbtr ho-tbltds Of tbt tS\la&t ed Yaltlt • u 
r .. Hu4 . to lt$5, U1e tttlut..S nlu of the aut lta41oc crops •u 8~3$5.000 oootoe. but 
ot tlh U&t nlut pl&ctd oo tU ~;orret CNp us oalf 1,320,000 cootos of • bJclt a Yt i'J' ....U 
perctata&t • u •uortd. 

Miclo.c: aoth'lUtt cturbc 1935 nre nett "re t:cttnehe tbao dorha 19'2:8. u 1e shan 
bJ U t fact Ul&\ coal Olltput lDQrta.ltd bJ 1301, pi& lroa bf 1201, aad o .. eot br 300$ . Tilt 
nlvt ot \tit ou.put ot tilt ""U letcUD& a.bnal produou - laduttrlal dl&aollda: di U OG<lt. 
coal, pic ltora, ••.a.&&rattt, &Old ll:ld ult - ns 190,000 coatot oo.partd. d t.b 104• 000 coatos 111 1

92&. 01 tbt.tt htas 1t 1t kaoq tbat tbe ut.t .. ttt or col~ prod.uoUoD la 1935• • • r• l owtr 
!haa1 tctual outpul. " tbt)' ••re bast4 oc ottlctal talu ot cold ud thtrt hae ba to a creat ~•• or olaadtl \lat dlfpotal or &Old t 

o avold the atoe,.uy or Ill lin& at tbt p rto .. ti.zt4 bf tl\t Conrnatu, 

Tbt full tXlto\ o r tbt tKpaa•loa la aaautacturla 
thUctl •tttrlaJ. U•h& tbt data h.sutd I h aot lbo• a b1 tbt a •a.llabl• l t.­
aattlr 70S ot tht total eaaatacturt4 br tht Statt ot Sao h1.1lo • blob • braoae epproli­

ootput ot the co~try, lt wo~ld appear tba t tht • aloe · 
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1D 19S5 tor tbt ooutry u a whob e.x.ceed.ed tbe le28 nlvt bJ e.pproa'--ttl_J lOS 1111 ep1tt of 
the lo .. r a•tr&&t »riot• ot raw .. teriat.. 

Tht COAIU._,UOD Of tltctrio tUtU bU &110 l 'bOWD U iaOrtUt. Tbt two larceat public 
uUlltr crou,pt ttUaattd cona~Uoa tor 1AduUrtal purpoe .. aDd prtnte li&hUac :durtac 
1938 11 at lta.lt US$ c rtattr tbaa d·ur1Dc 1928. 

Co .. tdll \OQD&II iDortUid 'froa 1,899,000 \ OQ.I dUtUC lt28 tO 2,180,000 tOQS 4ut1D& 
1938. 

Tbt diatrtbutloo of purcbaaiDc po .. r la alao creater t oda7 tbaa at &AI tt .. durlas pre­
dtprtttloa reate. lbllt the larce coffee cro.t~ ba•t beta eutferloc tro• to.er prtctt and 
a btUJ' burdta of taaaUoa aadt atctnar, to dltpo .. or txCtlt ootput. ud thUr total e.arc­
iDP art leta thu • bea oofttt wu etll.l.D.c at pre-depre .. toa prlott, t.bia hat cau .. 4 UllJ' 
•traz.udeltoa• to bra. to other acrtcultural crope to .. to • •c-tat laoo• . .U urk•t• hue 
tee.A roud for ot ber orope .tl.1cb lad tbe•eh .. to tbe ecoao.;r of eMller farMra there u. 
occurr-ed a truetttoo froe tare• &bseDt .. on.tnblp to -11 operat1a& farwera. ftta 11 
clearlJ twldeat troe lbt t aot tbat 1D the State of Sao Paulo of t he 2'T4.T40 a&r-lculhr&l 
proprltton Hated. 108,512 b .. e faru of leaa tb.a.D 0 "alqvelr.a• (approxt ... telJ 31 1/4 
ecr .. ,, 70. 400 of froe 8 to 10 •atql.1ell"ea• (31 1/4 to e2 1/2: aorn). aact 49,2.53 gf troa 25 
to 50 "alquelr .. • (151 1/4 to 3U 1/2 acrea) . It la eta ted tbat •• late as 1~1. lal'&• 
proprletore of tbe State of Sao P&\l.lo represeated 511 of tbe total oulU•attd la.od, wber .. e 
the 1934 CIDI\11 tbo• ed lar&l P,roprhtore ooDtrolhd 1111 tb&a 101. 

It aay allo be poUted out that tbt coet to lrazU of He 1-.port purchases and serv­
ice on tta foretcn debt ••·• not areater durin& 1938 tn tttal of 8raz111an currency than dur­
in& 1928. rro• export• tbtr• • u received a laraer a.aouDt of lru111u. coatos tha.a. durin& 
any t .. edlate prt-dtprtttlon year, and whllt laporte alto coat aore the aet balance f&Yorable 
to Brazil fro• 1\1 vlllblt trade was approx la&tl17 tbt laM u duria& the Jl&r 1928, • bea 
botb export• and laporte reached the pr~tprtllioa pea- . ly tbe operaUon of the 193.3 
forelco debt partial paJ•eat pl&A tbe coat of thll eerY1Ct aad aaortlzatlon was ~uctd ao 
aaterlallr tha t it ~aired a eaallar &lOUD\ of BrezJllao ourrt~CJ duri~& 1935 thaa durin& 
tlae afo"aeat1oDt4 Je&r. 

OD tbt otbtr bt.Ad, b7 lbe c.ro..th of e.aJnafachrloc ioduttrha t.hen St • cre&ter uouct 
of tJU)lo,..Dt tor labor. loth acrte-a.ltural ud bdu.atrlal l&bor ud eaplo, .. a or the • bH.,.. 
collar cleat are aow nceht.ac bt&har n&•• tbu ••er before. • tltrtal U•i•& coau for the 
arazUiu taailr h tbt l arcer l.aduatrial cttha • ere at approdut•~r the eue lnels duria& 
1935 •• duria& 1928. wbaD 11viac coat.a • •n hlchatt. 

Durin& the 10 Jt&rt prior to 1930 tbere ... a ttt&dJ laortaat 1a Brazil's total fortl&a 
trade. and the b&laaca of tradt was coa.atantl)' aoUn. Tl'lt ptak of ttlle aov .. eat wae 
raacbtd durlnc the 5--Jtar period 192$..30, w'bta. the avera&• a.anual nlue of uportt a\taiaed 
the aua ot 1427,000.000 aad l~rt• reached 1379,000.000 . Tba ,ear 1930 waa wall cd•aace4 
before the tull eftect.a of ~ dlaloeaUoo of .rorld'e aarkttl btcll•t appa,..at; dur1D& tbat 
rear \bt volae of t:.porte ... ached ••• b1P, ncvr-.1 altboucb prtoe netsaloa.w ~duced the 
nlul of the ablpautl to a tlKQrt below that cf the pttctdh& Jtar. Ourl.a& 1931 tbt decllae 
btcaa• accaot\latt4, bo\ 1t ... oot uUl 1.~ tlaat lru11 ' • forelp eo-ere• fall to 1\1 
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id aad 'OJ 1$35 tbt 'IOlvae or uporta ez-
••rJ bU bttG. ~ • "' 1 j 

I at l ntlt Sloe• thtO r~" ot tb:t cou.at,.,., aHbou~ Y"a Q.ta,. A \tfSI 
Ot t ' 11:1 ttle hiStOrJ 2• • ft 

- "'td t.bt. of UJ pre•lo~• Jt&r a1.1d avtt&&t of \ bt 19 _.._.. per-104 . Ja.-
• •- I t,lPI)ooUiirdS o f ttlt U 
o r dollart. aaouot~ to oo 7 1 poiat 1D 1932 , altboup thil baa ktD at a 

• ...~ t d11Y a lnct tbt ow b 
• oru ba<~t a lto aouot- • n 1 ..,y o r tht tht yean prtotd1o& t t d tpru-

ls still Yell be ow 
a lo•er pact ud tbt volu.at d ioporU (Itt Tablt 1) it 11 tY1dea.t that 

I ttbl t ot ••ports e.a 
sloe. r ru the •ct.JolD 01 1 t uport aarkttl: 1\1 tortl&D trade balt.Dot ln 

It I tro• a eoatr-act on o . 
aradl 1t not 1\l tt 11 bl aolely troa tbt tao\ that prioll tor \boat 

lu 1e tus ravor1 • 
teru or rorttln ou.tnDc 

1 
t d bave ralltn aort tharpl)' thaD the level of the 

c;ou odUin wbleb nt.tr lte uteroa ;:z; tht per too valut of uportl na approxiaat.lJ 

~oat o r ~ouod1\1u taported . 0"''
1
" 1

1 
• 197 00 !spot\ nlu .. oa tbt othtr h&D<I, which 

tlS \h er \OD Yt. ue Y& • • 
1227. 00 •b•rt" 1D 1 • P t $1S 00 ptr toe had oAlJ deoUatd to approdaatel.J • 53.00 
1• 1928 u odttd to u ntta&• 0 · • 

per to.o. 

I srom n ' !!ltlm 
.. ttlc IYabtt a l falun 1D Jvalul 1a1Valu .. lal Value• 1a. 

IW.I tgq1 cqnMJ 1 opJ1art I ton• cpptoa PPllaq 

192, 1,.,.,000\3.109, os9JI«4,1S9,oool•. 947. oooJz. 705, 5531 ' 386.452,-600 

1921 2,017,000 3.64-<,1181 430.899.60015,520,000 3,273,183 387,035,900 

19zs J2. 0'7s ,ooo i3 .970,273J 474,742,700 I5,839,000 3,694,9901 441,826.ooo 

mt l2.189.ooolu6o: .a21 4S5,352,900I6.I09,000 3,527 ,7381 418,105,000 
IIJO 2,2'74,000I2,!m.354 313.731 ,90014 ,881.000 2,343,205J 252,854,800 

1931 2,236.062,3.398,1641 2<0,590,783 13.476,161 1,880.9341139,!108,695 
lt32 1, 632.265 2,636,7651 178,255,29313.254,393 1,518,894 105,818,626 

lt3S 1,910,1'7212.820,2711 223,126. eoBJ3,837,526 2,188,2541169,881,596 
1934 2.1B4,782 I3. 459.o06J 286, s0'7. t 14l3.845.718 2.!102,788 207,737,755 

1936 2,781,78214. 104.0081 269,374,61514 ,229,269 3,885,917 224 ,795, 657 

for auy yean tllia Uohad Statu has been tha lar&"t purchutr o t lruUiau products, 

• tU1 C.rauy or t ruce tollo9lq 1D s•c:"d or th1rd poa1Uoa. 1D 1934 ud 19$$ •J:POrts to 
C.ra&llJ la; raatad. plaolq the C:~\f7 detloJtalJ iD .. C:ODd p lace. uti Ct1at lt1la.1D r.plac;td 
Fruc:a U tr.a U1lrd lartatt puKUaar. 

Ultll 1134 U. Ua.1tacS St.atat .u tte 'IUleb.allta&td 1tad1ac auppUer or BruU •a taport 

raq""tr••••t•. Craat lrltala aorullJ rukl.o& sec:oad aDd C.raur third . Our1D& 1934 a.Dd 

193$ C.nU1 1.,ro.,acS 1\a poa1t1oc scb:Stantlally, onrtakh& Crtat lrltda duriD& tht latttr 
uar ud tupplyto, alaot\ aa aueh n the Unittd Stat., , rt&\lttl oa tbe tr-adt or the tirtt 

Dlat aoatllt of 1938 dltolo .. tbat tbe v•lua ot Ctru.n taltl to lrazU wtrt lS laretr thU 

b arieaa ~tlu, ID the adJotnto& tablt 1a showa the parttcipaUon of nrioua oountrln 10 
Brazil '1 toral&A trade tor ti'Je years linea 1926. (Su Tablt 2) 

20639 

• 
Regraded Unclassified



.< 

; 

-7-

t at !'M~ S QC Total 
hpo[\t tq laporte rrgw 

Cr•at. I c,.. .. t 
I.IAU-. ~ ~ [DAU IE11A1a Ar.ctpt loa bl&.i.U. ~. MU:a&D.X ~ l..tUI1.D. Araenti DA b1&1n 
1926.. ..... 47.9 a: .c a.a 3.... s. :s 2.4 29.2 12 .1 &. 3 t9.o 9 . 9 .c.,:s 
192'7 .. ... -46 .2 10.4 a.s 3 . 4 6.0 2.8 28. 7 10. 6 6 . 3 21.2 11 . 9 4 .1 
1929. .... 4S . S ll.2 9 . 2 3 . 4 5 . 9 2 . 7 26. 6 12. 5 8 . 4 21.5 u.s I 3.9 
1929 ...... 42 . 2 8.8 11 . 1 6 . 5 6. 4 2 . 8 30.1 12.7 8.3 19 . 2 10.9 4 .5 
1930 ...... 40.4 9 . 1 9 . 2 8 . 3 6 .8 3 .1 124 .2 11.3 5 .0 19. 4 13. 4 1 3.9 
1931 ...... 43 .6 9.2 5.9 2.9 25.0 10.5 4 .7 17 .5 14 .6 3 . 3 
1932 .. .... .s.e s.o s .o 2 . s 30.2 t . o o . 1 19 . 2 .,, . .. . o 
1933 ...... -46 . 7 1 8 . 1 5 .21 2.8 121 . 2 12 . 0 &. 1 19 . 4 12 .7 5.3 
1934 ..... [39.11 13 . 1 4 . 7 3 . 4 123. 7 14. 0 3 . 6 1'7'. 1 12 . 4 5 . 8 

!~~~=~~~=~ :::: ....... 4~9J .. _3:: .. : :: :::: 3.4 12... . ... 12. 9 . 1 ....•. ::.~ 
1f211.: Th• abo•t perotala& .. are bued. oa Yalv.., lD £. c.old, ea.cep\ tbo .. tor 1938, • bleb are b&ae4 

oa. arulllu o.arr·taor. 
~: 1926-30 Coaanoto &aterior do Bruu. £4. 19»: 1.931--35 Coutroio btertor do Bra.aU, S..... 

U .f7 Ed . 1935 - No . 12-..l, 

____ .,: 
(Tl 
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~lad~ . 
t• u ol•arlJ Ulo.etrated. bJ" the tn4e 

( Bru11 '• e.x:pOr a-.:c .. 1 1 " Uot la tht , old .-alot o lt..td Stat .. dvrb& 1...,... t ... t nzU aa ._. 
Tht utO bl eats to tht UD t 4ta •••• 

•1\b tbt Uo1\td Sta t u . troe • pz • a1.3btr or aU tell ~ tto• bla ab-ts-• • • r._. 1912$, 
ttr r t c:thtd &pproxtuU11 tbt ,... 000 ooo to rortiCA taoba.o&•• u oo.pa rttd with 1218, -

•

por portt to 193$ pro•ldtll OlllJ $93. • duou pv.robattd b1 tbt Voited Statea • u v.t u t Bra:Utaa pro 
000 000 1ft 19%6. Ttit voloat 0 tro• Tablt Mo. 3, altboup ••u• bUt tht • 926 u • U l bt attn 
&ttattr lo 193-$ thaD 1a 1 • • lut batiaJ taku b1 tbt UoUt d Stat11 deoliQK troa 
tbtrt or Brazll 't tottl iaports (on a t 

47 .9 ptrctot to 39. • ptrctat . 

Tablt No. 3. JRAZ!L! A!! ~ Ill Illli liJI1llll aum:i 

xo26 11 ms 
Jvtlue I• I I Val•• Ia 

1Ul21 \ ~DSSll IUal SiSIISSll 

40.<18,019 ~.345 70,18J,MT 110. 213 
Cocoa - -

(bap) I ( bapl 

Cotttt ·-- 7,466.336 1,304.810 ...... m 1,244,269 

(lilosl I (KIIool 

lhabMr 12,511 ,121 57,929 5 ,303,485 14 , 468 ·-
Cuaaob& fu 2.196,818 9,036 4 ,114,745 30,070 

Cattor ttH .. r 4,434 ,780, 2,793 35,240,075 21,735 

Brazil agtt 18,512,$25 17,457 9 ,1",874 14 ,302 I ( tons) I (tOOl) 

MUJICU I ... , . 292, 187 ~.059 28, 695 2,158 

f O!Al. .•.• , J .................... JI, <S.l, ~J ................... , JI, 438,1192 

Altbou&b a Cloepuathe olaultlcatloa or BruUho exportl to tb• UoU~ Stat• • 1.a oot 
auUablt for tbt tttlJ put of 1936. th' percntaat of tbt tota l d•oUo~ to 36-0S for 
tht f1ttt 9 aoatht of thltt.ar. Tba t t~• UZllttd Staht bu coatiautct to abaorb eucla a lar&t 
part of trutUu u porta 11 ·~1&117 nu..rbbh • bt o cooaldtta tloo l a &l'fea to tbt tact 
that 1t talu pracUc&llJ ao cott.oo. ftich i t aow the eecoDC1 aoat Yaluabh • XPOrt c:~odHJ, 

Uttlt of tb.t la ra.• tll,.uta of cottoa utd or tr•sh trulta, u .... • latch repr·Neattd u 
l.ulp ltlca.at perceatt.a• or tbt exports of 1926. 

Coatruttd • hb tllll altcatloa 1a tb tact t bat tbt •olue of lruUlu i.llporta rrc­
uae UaUH Statt l J-gria& 1m ns t 'UCb list tbe.a duriac 1921, aod t he re 'U.a occu.rr..t • 
aouceablt dtc~llot 1a tbt parUoipatioD o r A.atric.a.o. aerobaodile !a the lruUtu. u rktt. 
Tbt l ll;J,OOO,OOO •ortb or &oods t.a.porttd froa tbt Uolted SUtea durlo.& 192e repreaut.fd 
2'9. 21 of Brazil 'a totlliaportt, • h•ru.s the $51,700,000 worth 1~~:porla4 dur1q1935 bJ a ru.11 
nprettn\ed only 23. <4S .ot ht t.ota.l iaports. Durio& tb• tirat 9 aontbe or 1~. tbe UnHtd 
StattJ aupplttd 22.0S of tbt total. 

ln tbt followla& table there h 
ares owa the )'ear to )'tar cbaaue lD tbt Y&lue ot aruUl­&D !aport• troa tbt Uolttd Statea: 
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~ GO 

EiAMIS 

llhl• il 

1w.l8 
i:ISIIIS~I ' RRUII:I 

1.528,~90 1218,024,100 
18%1. 1,883,813 199,102.~ 

!828 . 1,804 ,442 215,783,000 
1w.l8 1,829,807 192,23a,eoo 
1830. 1,1'1'9,421 12"7. 271,10o 
1~1. l, WT,733 

1~2. 1,173,128 83,018, .00 

1,;509,15891 11133 

193<. ,1.347, 1881 
1~. 1,818. 8851 

104,2!0·-t 

1G3,100,000 

111,1501,8401 
93,117,0001 

l lhlll il 
S:aiiSAI 
71~.801 

8~8.072 

181,'710 

1.~.100 

561,184 
C2 , 43e 

4541,112 -·-880,8011 -·-

RRihta 
1113,385,000 
111,041,000 
117 ,33'7 ,400 

125.~IHI,OOO 

ll,OH,900 
3.1,113, 800 

~2. 321,400 

35,843,000 
411. w.t~.-
01,112,&00 

ft t Yar-10.. . .... ,_., of the lraz.Ulaa Go'Yt neeot to p~t.Ot lU q ebu&e poaltioll aocl 
.. C3'lt&" &naur eelt-ellfticlea.cr had u adn n .t e tllot 01 tbe aarket tor Aanlcu 1oocta 
ud t h 10.1 la trade 1D ••• u ... ...,. aot ooep .. .eatd bJ hor .... .s aalet of otbu ar-
tlol ... b1.t u ' "' areatn loaa bas occv.rrect u a ,... .. u or OMPtUUoa froa ooutrlu \ 
• b.lCJa • 111 ODlJ puroba .. fro. 8ru1l to the l&t eDt of tlat 1r tal .. to lruU. lruJl ' a 
aport• rroa the Uoltect Sta t.ea ha•• aot olllr abnmk ia • alv.e , btU. a.leo to tbt ru&• ot &Ooda 
porobu..s. •c 

Ia tbt rollow1nc paracr•pha an atta.pt b .. bttn aadt to point out tht causes or aucb 
obaac•• aa ba.,. ooourrt d and the tuturt aarkt tlo.c potalb1l1t1tl tor Aatrlou aadt &oOds 1D 
tbt dlttt rt at ooeaoditlta. (Stt Statiatloal l aatx tor dttt lltd tlcvrt a abowloa laporta by 
oouo\ rl ta Ot tbt prtoo19&1 i t ... or lAttre•t to Uai ttd Stat ta t xportt tl} 

6&0~\\UU&l l epl ueptl &A.4 Eqp.lPJt D\ 

Tbt utt or aarloultural t lGJpetot &04 aaokiat r,r ta lrtzl l l a aurprltloalr aa&ll for a 
:c:na.at rr bnha auob a lara.t output of qrlca..ltural prodoota ud nob •ut pottotial , .. 
aourc... Pluth& ud. oulthatiD& atthod.a .-plorM lo ..., ,.,,, of tbt coutry an ntd..l­
at.a\aJ7 aa4 aullll labor l a u td for aaar ~tatlou ft lcb atpt bt aor• KClloaJc.allr a.od 
.tttolt•tlr Pttfor.td br Uat ost or tq:Us-eat. b u tJ:NPlt of tbla. a aubs1.U.t~al per­
ctota.&t of tbt oottoa oropt raUtd to the aortheutt n Stattt lt ptodoctd bJ e:aall far~~tra 
ebo bre.- . tura &14 oulti•att tbtlr ..all patcbta of 1104 bf tbt ••• or a aio&l• lapltat.at, 
tbt baD4 bot , ud. h otbtr areu a lara• part of tbt cora ud beau oropt art productd .tt.b 
al4 or a bot or. at tbt aoat. a 11111 b111a14t plow. 

Tbt •e.rtoua H•• fallio& • itbl.o Utll olutltloatioD • ttt bporttd to tbt t:lttDt of 
approdaattlr 11.000.000 durhc 1928, of trhlob tbt Uoittd Stattt aupplltd approxJ.aattlJ 
1625,000 . Sloot that tlat tbtrt baa bttn a dtoliat 1a tbt laportatloo of ploea, p1otabartt 
and otbt r turftlA& tq•1,.tAt; aeedtra. l Rouba tort aDd broo4era. d.oatatlo produotloR of ao•• 
ot tbt .. lttaa "IYhl' tipaDded aufftoitD\17 to t.Ue cart ot a hrcer part or txlatlD& re­
~a1 t«JtD\i . Otfaitt1D& t heaa 10••••· ~o•t•tr. a.. btta tbt r ... rk•ble lAore&le duriD& tht 
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)l.aJ prt .... ud &h.Dia& equJpMDt. Tl\t 
r tat 1-,port.s Q( eot.tco prusu. 

IU\ l .O , .. ,. 0 . 520 000 

walut of 1aport1 ~ric& ltJ$ was J2, ' · 
be tU prh.ctpal aouret or •-u.pplJ tor •crlcultural 

Ttt U~tl\td S\ltU eocUoues to h d !o& 193~ but lht cro wtb or do•estic aa.nu-
11 625 000 .ort ur ' 

1q uipattl\, uvtft& tv_pplltd • ' t 1 
so'llrees il uuc !tlt . Mou eevere toretca 

1 u rroa olbtr ore (D 
facture u!l co.-pet. o.o l:i .b 11 betll'l able .. w1th tht aid o f HI 'coapea.sativt' 

eo•pttlt lon II otttrtd by Ctr.caoy, ' '
1
' •.• <aatiallY ia thll aa.rktt durin& the last eip-

1 rove 1u posit cn tu s 
trtdltl& l)'tUa .. t o •P 

11 
a prusu dltc htriiOWI, Pt&-t.ootb barNws and p low 

thl U ptclally in such au a , 
t eto eon • · t nr•lY entrenched pot!Uon ot ctrtaio A•trlcan acrtcultural 
c~.JUIY&torl Hor tver. th d <h l owtr p r ietd Ceraan equlpatDl !r·oa ••kine rapid headway, 

btfttt)' hO\IItl bU prtvttltt t aac ,. .. en strioll.llf thr .. tto t.bt poa1Uon of t he Uflittd 
d 1\ apptltl uoJU:tlf Utat utr& 'I 

•• 1 
r cotton culture durio& 19S. eod 113-5. btiD&iDI W1tb it u 

suus n t rapid eapau 011 o 
( ... 11111 and alnAio& equlp•tnt.. nt tlpechllr btnttic ial to AMricu 

~~prt~tdtattd dt.aad or u-

11 
' 

. ( 
'
tits. ,. ...... lrtant.s wert '"ppli~ b7 otbt r aauoaa.ll . 

t.r~t. tt t-lllh' t tu pa.r ,. 

' "'' tUt dtMl01JP.Al or "ttoo cl:llta re. tttta\too hu \Untd \o the uUUz.a.Uoa ot 

nell bJ·ptOdvcll ._. c:otto• t ted ror T.et pro:toetioo of c:ouoa attd oll. cUt. etc .. &ad .. st 

or U:t equipMII\ tblll rar b~lh\ 1A for tbt a t• oil ail 18 tU•bUahttd bu beta froa tht 

Utu\td S\a\tt. tN\ a lara• roreip coa1:trt:1 coatt splt\tl lttt pvrc:but of Curcpeu ~ldpaut 
tor 11.,1rtl an aUh to bt tJUblbhtd 1D the aortbtas\tro Stattl. 

n t 011uook ror Aatrlcu \radt to •irlcvltural tqutp:.tat 11 eatt.factory . Tht ahorta&t 

ot labor u rural dU\tlctt and' tbt steadily r tsln& l abor cottl lt'IOuld acctltl"aie tl'le trud 

townds tltt &rnttr vU lluUon ot labor-aa.vJnc eqvipaettt. utendtn& i\ to the atCUU ... .ahtd 

tatt!l and potltbl)' t vt n 1011 of tht soall taru, in addit ion to tht t ar&t landholdtra. 
Tl'lt und)' dh1t 1on or llr&e l'loldh&t l o\o aaatler uniu optra\td uodtr the pf reonal super ... 

vieton of tht o•ntr, u peoia lly noticeable lo foratr cofftt cro• .lnc artu where dhtraU.l· 

ou lon at dttplacin.& dtptndtnce on that tin&lt c rop for tncoat. 1110 favore aor• inteostve 

cul t haUon Likt• ltt. 1l 1• probable \bat tht conttU\ errortt o r the r ederal Coveroatnt 

aod or tOM SUtt &ovtrn .. cts to proeote tbt production of whet\ will ut.tDd cultivation o f · 

~bit er-op Ia lt•• aouthem Statu wltb1D a rtatonabh tbort Uat, tlpecta llr 11 world • htat 

prteu tllould tlto• hlr-thtr t'llb:ttuUal adY'&.tsCts. 

Autoaqtlyt !lh1sllJ 1R4 Accr•aorir s 

n t ltttttt Uta of lruil 't lapon . .s f roa \.he ltDited Stu11 le .. tor veblclu . &.sldt 

tree ctt actual Yl l\lt of tU aotor cars ud \htlr aect~a:orltt. wbtcb aaowu.td to 22X of all 

l..,Ot\t !rca Ult U'ou.ct Statu ovrtc, 1935. thtJ i.Dtlue.act the pyrcba• • o f cuo1lot azad lub--
rtcJAU. ur .. IOd o\lltr rubber 9 od , d r uc s . rca butldirsc tqvlpant a.Dd a&.DY other lteas o f 
ltu hporta.ace. 

111t t rowtll or -.otor car i.aports du 1 h 
.. rhblt tlu tn in · r Dl t ' ten Ytart prior to t bt dtpreasiOD ':!'as re-
an nto ~ort .,,:ltn:r::•:d rro!n ltsa tl':an 10,000 untta io 1520 to 84,000 un.Ue i D 1929. but 

n net 011 occurre-d in 1930 wi'J 1 000 
Qnita. Tl'lt tfftol ot th 

1 
. · tft tporte .. ount.td to . ltaa tbUll 2, 

• 11r oua diaturbaliCe to dto<rib 1 d 
purcbuioa po• tt baa dhapPf 0 1 

\1 or orce.nizattona. tina.aotac. an 
are on 'I slo• tr but t.l'l b b 

vol ~.<lt -of ilporu duttoa rtce:.t ea • ttt •• ttft • tttadt incttat:t i ,D tht 
1 tt. th bict.ut ttcure bavinc bttD aHa1Dt d in 1935. wbtO 
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9,640 p .. SID&•r car uolh aod 7,892 truck uD.lta (both t1Jl,1.Ha tocludlDI oba .. la without 
bod!ea) wtre l~rt.ed. He'tlrtbeleie. 1t 1a doubtfUl tr'htthtr there are u UDJ 110tor Ye­

b!clea 1D uae today •• na ihe call the ,,are a.co, ror ntrace armbal c*r •ortalltJ poaalblJ 
tzoteda the a.oaual.- Laporta; 1D apitt of tht proporuooattlJ larct oubtr of old .octile a Ull 
lD ~,Ute . or tht .. uaated 140,000 nblclel no• !a uat 1118 thaD bait hav• bttn 111POrttd 
durin& the lut at.x rtarl. 

JQ 193!. 94 percent of tbe pueea.ctr oar brporta ud 91 ptroent of tbe trucks ••re or 
Aaerlo.u .u.. !bla proportion la approzl.aatt1J tbe aaae u 1D 1ftt:. blat the~ baa 'Mea a 
ateadilJ 1ao~aa1DC teoduoy for •otor nblol .. to bt i~~PQrted iD a.a. uot1ll1abe4 or kDOYked.­
dowu condlUoa, 1D order to obh.1D tbt beaefU of dutr rebette. Tbt tlrat uat•bl;y plut 
wa.e ereoted br u A•trloan tlnt ln 1920 witbln tht oltr llalte or sao' Paulo. ID 1928, 
another A•erioaA coapaor opeatd u aeaeablf plut; tbla wae r.butl t &Dd ealar&ed 1D 1929. 
A third Aaerican coapaay becal local •••••bliac to 1931: Ttifllrulllu i~~poi-t atatletlot 
do not eho• separately the voluat of l~orta of co.,ltte aa4 .-aaatabltd vtblclte, but lt la 
.. uaeted that about 80 percent of the total puaeacii- car ulea art •de b7 the local 
useabl,- pla.ata. Praotlcally all or tht truck ~ltl .... UDutaot~rtd in the oo\1Dtry. 
the at.ausuce of truck 1WPorta rtferr1Dc alaoat tachahtlJ' to ohaaue . 

The poor condltlcn or rur&l roa4a la a.a obetaclt to tht rapid t~aloo of autcaot1vt 
sales. but the broader cU1tr;lbut1on or plJrchuiac powtr 11 cradulll;y t.eod1oc to talarae 
tht aarket . The iuediale outlook for a&lll 11 fairly fnorable, althoucb . tt MJ Ia 1c•• 
years before the pre-dopreealcn peak 11 a&aia reached. rurtber.ore Aatrloa.o cara art • tetla& 
•ore anere coapetl tloa fro• turopt, particularly Cera&DJ. bert can partlo!pation ia.' 'tlit 
Brazilian au\ oaothe aarket deolioed tro• 94 .8 J141rc•at durin& tht first quar·ttr of li36 to 
91 .6 percent ln the aecood quarter a.od 90 .9 perctnt iD tbt tbird quarter. Ctraaa prlct1 are 
rtporttd to bt in toat lnataaoea ~00 lowtr tbaa t he obeap .. t Aatrloa.a Job. Br1 Uah aad 
Swtd1ab aakea of trucko havt alao bttn l.porttd lD lppreciable quantl~!ee . 

Airplanjp And tAI1I 

An !tea wh iCh 11 looalac larct r in Aatr1oaa-Braz111aa tradt 1a aircraft aad acotaaorlta . 
Ttn yeara aco. Braz111aa laporte of alr.plaoea were of so 11ttl• laportaact that tber wert not 
ahown separately in tht ottlclal at.auauca. whtrtu in 1935 tht tot.&-1 .-alut or tht i~QX~'rta 
or alrplaoea, alrpla.ae aotora a.ad acctuorlta reached tht ooaeldtrablt tlcur• of ~n.90f 
contos, or approxt.alel 7 11,800,000. Ot t hlt total tht tlalt.ct. Statea ev;pplled 11.000,000. 

Aaertcan aircraft baa held a pttdo•loatlnc poa1t1on lD tht Brazilian ,,_, and tor ooa­
aercial tlyinc d~rtac a au.ber of yeara. altboucb in the Navy thtre hae beta a dlepoaltioa 
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cfevdoped 1D r t otDt ' " '' tAd dur1Ac 1935, tbt tnea 
coutrcitl A¥&Utton 1\u uptcSly 11 t l • 1 toUl of ~ .000,'720 kilnt t tn a od 2&,-

1 lll or over Brn 1 
coa•troit l 111111 opera\ "' 

1 720 
kUot or tnltbt • h that Jtaf tbtrt were at pltat~ 

'92 JIUifDltn. tlld carried 
16 r~ wi\ll 13 plav. .. n,lOJt d by tbt 3 ll'DII optrate4 1a lt27. 

••t~loytd lt tbU ttrvlct , cotpa 
1 creutd lo n c:t al 1, .,, , but 11 t UU 11a1ted to a 

FltiDI bt .. ,,,~,, i ta alto t\ta41lr c 

••rr ... 11 ,rov,. 
1 lut au:uta.otn• r• ttt eacoutt rla& aort MYtre co~ 

"" '"' puttat " " · .Uerltc.-;,;,: botb alU\.arr aod cnatrola.l, Uaa.a a t u r pre•hu 
.. tltloa tor ncl M t1Mtt •• • • 1t- r • lou t ordtrt of uatnn tor ph.att froa _,_., . nace t id u ae la aMi tiM \0 '"' occu 

• 1 • 1 dUu eo-aq •b.lclt pl au to o,.rau a aobM tah ••"1.c.a -.... Crtat lrttata, ttctat 1 '"' ra .. 
I · -• s 0 Pa•lo p!Jte-bud JUlt r t pllatt oa aa a rruc ... Dt Wbt r t bJ the t•••• l to clt Jalt ro ...- a . • 

I I ttd Jhartl 1a ttt eo..,.ur u ptrtlal paptat . &&4 tbt lruUl u . ,.., u4 D.aYJ 
' "PP t r "'" 1 tl 1 t 1o ' old 1 baYc rtc:tD\lJ N ett )utcbut a In l\lropt. Al\bOll&b Utr1~u •• a OD eqa. petD a • 

bl' b ,,tt .. bJ eruUiu.e, 1t it •utin& d tb oo•pt\1\S.oa f ro• &t.~rop• . 

Tilt Un1\td Stu" ' " toratrly one ot tbt priaoS~al • upp11t r t of ooa l 1D tbt lraz111u. 
aarktt, 4l'1141A& thh bul1ntn d tb Cru t Britain. Ja 1821 l apo rte troa tbt Va.UK Stattt 
l': ~:.a~w to •pprodaatt b 110,000,000 . lD 1~0. Qru t. lritah took a oo•aa4lD& had whlob 
it bu btlcl ntr tloct . h thu yur Gtru.nr abo bt caat ou ot t.b t pr1Do1pel eupplr1Da 
c:ouutu . 0\lrilll tht laat tbru ' ""· tblpatott troa tht Ua1tt4 Sta t tt f t U to low l ntle, 
u4 h 193$ tat V'Dl\14 3 taus IUIJPl1t 4 o'lllJ 71 ,000 to&t t•alut4 It approabatt l r 1400,000), 
ogt or • total or 1.31 • • 000 too• . Prtcti~al17 all ot tbt coal ooa i a& fro• t h t UQ,ittd 
Stat u ' " purcbattd 1>7 .btrlca.a Oftl td pcbUc vtU1Utl . Oo.tlll.& tht rur O.raaar • appUtd 
lSC,OOO tcu dlrtCUJ . u •tll u probt.blr all ot tbt 3-»,000 tou t bon u U•h.& bu a 
ak!pptd troa tht Wt tt.ttlnd.t . Great lrtta lo t qpU M .,a,ooo toa~ . 

Tte t rrect or the c:o-aptllll'tb & •r•tt• b poud bJ Gtrua7 11 aort a rapbio&UJ Ulu• t.rattod 1
• \l:.t 

10'~tatat or eoai tllu ta aa;, other ltn . .t •~b•taaUtl part of tht b l ocked ortdih 
atC'IItlollatt d la Gtrau, troa tht export or lrt.dllu produo\1 btlO'\Itd to tbt Gon runt 
or lta.zU, tlthou&ll techtcl11y they .. re held tor tbt acoouu ot \bt luk of l raaU . 
h order to Uq\lldttt \hUt crtditt, preuu re wu U tr\tcl 00 Oo•• rn•ta\.-Ontd t aU u .. to 
tiUtrJ the ir reql11rnntt tot 1a d ' - ~ 
Statt-o d u porte 1Ahtla1 .. fro• Ottaany, w1tb tbt tti\IU that. \ftt 

•ne ra "''' placed tht lrtlttt Part ot \btir ordttt tor coil wUb t bat oouotry. 

fbert ' PPIIrl little 11ktl1bo d 
eotJ • Ul locreue 10 Jcnc a.a Gtt,:a. that Altrlcan P&rUOLpaUoa 1ft t bt lrulUu u rkt\ tor 
alcu au ablt to quote price t' c:oDthluu ht prtttnt. .. ooaptuauaa" ertt t• a ad OtrPt 
Aaeriou ehu to lta&!Uao ',tso ow u acarctlr to t lOttcl tbt traaeporta Uoa coet • tree PO I , 
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rttpdatpcra 

T'bt trttot OD lfpor\1 fro• tbt Ullit.M Stat.tl of t.bt pro&NN wblo)a bu Mea IUdt dw-U& 
tt• latt ttn year. lD do.tttio proceeelnc 11 .oat appar.ot fro. a atQ4J or tht i.,ort .a•._ 
Mot or wheat and nour. b 192.:1 tb U:Dit.ed Stat•• avppllH ao.-. tb.U n.s,ooo •trio tou 
or nour , onr 12,000 .. tri o tone or aalt. and es.eoo Htrto' toot or wt\tat: Tbt niut of 
Brazil' • lAPorta or t~tlt 1\t., fro• tht United Stattt r .. ohtd 'tbt l a tat aua of 118,&00.000. 
Tbt Unl\td St.a\tt auppUK al.oat a li of tbt flour ud a aubatanUU part of tbe wheat 
requirt .. M.t of th oortht&lttm Stattl or Brazil, •• .. u •• a •••11 p.r·cntaa• of tbt 
laporte of tht Statta 171D& ln tht c.eatra.l oo .. t.d ,.,loa , Plour •Ullo& 1D tbe central 
a.ncl aouthtra atoUooa or tbt oollDtry, ruor.ct bf a out\ OQ dUftNOUal • &a ateadilJ u .. 
pand.lD& b\at bad DO\ r.aohed I po1D\ wb.tN 1\ prod:uot4 t DO\I&b lo Htitf7 Ill of the rtq\11,.._. 
.. nt• or that area . Ar&.-otia• tlou.r fo-.aad a fa.1,.....1Ud u n.t . 

ne abarp hcUa. 1o neat prices duri.D& 1130. followed .ort alowl.7 br prte .. of t..­
portN floor. ttodM \0 f&YOr da.taUc ailU..q;. ud t.be n'oe~tat • bMt-oofttt ' berter • 
artult .. at Mt ... D tb• UD.1 ted Stat.u &Dd lras.U (wtlicb rent ted 1a n t prob.1b1 (101l of tlou 
11P)rt.e tor a period or alaoat b o rnra) • ae a a troD&, at1aolut to do•aUo floor as.u:r q aod 
ret\tll.ci 1a a loaa or tr-.4t t-o AMrlcu aUla which. baa aner 'OMa rtpl.atd. llr 1.935 U.ri­
eu par-UclpaUoa 1a the aras.tUan aarll!t tor aalt, wbNt ad tloura bad a:brulc. to 140, 000 
which reprtttDttd u t,uipltie&Dt part of t ,be •flour f'e.cautrt .. D\.1 or the a..ortbt .. tena 
Stat••· 

'J'btrt h little poeetbllltJ' that " abaU ~ able to l'el&1D tht &rollD4 lost .. a 
eupplttr or aAy of thtet ooaao41ttee. oo .. atto ailla are cow prepared to euppl)'praottcallJ 
au of t he nqulr .. tata o r tbt countcy aa.d Araeaua.e wbtat, alt.boup tt.lll co.at14trtd b, 
tbt tradt •• 1t11 Nt1t faotocy tor tropical rtquirt .. o.ta tbu tbt ha rd wlo\tr ntat of 
Cu.ada ud tht Ual\ed Statts, la iaporttd at. lon r priott ud hU .u 1DOODltttabl.J pr.soai.­
aaat poe1UOD. 

Ia tbt • rk .. \ for frtlb. fruita tht UD.tttd S\a\11 b.N alto loa\ around. Brazil tlc.da 
it aeceeaar,r to 1~rt eubat&Atlal qgantittea of tbe t~lte aroeo to te.,.rate zo~e• aAd the 
dtaaod tor the .. bae beta eteadllJ l.acr.aelna. lhlle the UDlttd Stattt 1a atilt the pr1Ao1-
pa.l auppller of appl tl . 1t hU c.ot Upt pa.ce wlt.b the eq.aaatoa or tbt aarbt. tbereu 
Me• zealud, Cuada aad AfltAUna ba'f't all tocn&Md th tlr parUctpatt.oa aub&t.utlallJ. 
1~ 1926 tb.t UOittd Stat•• ftS'Illled praottoa.U~ all ot tM hpontd pean. wtltreu 1D 1~ 
Ar&tAUM 1\I.PI>Utd a 1ars.tr ~-.o\1\J tu.D the UDJ.ttd S\.attl . t..,orta or otbtr t~ab tra.lts 
dur1at& 19:55 .. rt eore \bu. doo.ble tbt quu.tHJ bro\l&}lt 1D <har-ha 1128, bl.lt tbt UD.lttd Sta'tas 
8U.PP11td oDlJ 121 of tbe t.ot.al. 

Eltctr1gel EqvlpetQ1 1D4 Agc•••ori•• 

In 1928 the Ua.Utd State a wa1 the larcut aupplltr ot aradl •a bportl Or tltotrlcal 
aachlntry and eq~&lPMDt, but durlJll the paet tbret , .. ,.. 1t hu lot\ arou.od to hropeaa 
colq)etlllon tor au,ppl,-10.& oerbin \J'Pfl ot uter1a1e tall1D& w1tb11L th .. e &tO\tP•· a lou 
eott appartnt in tq~lpatot for the &eneratloa of t ltotrloltJ aad tht aalattD&Dct or electrlo 
aervlctl . Aa aa tx-.ple ot tb11, 1A 1926 1t ev;ppUt4 o•tr 401 of tbe te&S.OOO of tltctr1c 
dJDaao• and &aaeratore. lta41o..& au other oountrlte bJ a 11ft aarah. wbtAU 1D. 1935 U 
tliiPPlltd 1••• thu 26! of tbt 1 160.000 t.porttd, &&alAe\ MO .OOO r ·ro• Ctru.Q &Cd alii)U J 

I 
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b 1 t,bt uat or tltotrJ.o fiduttt aad l upe. To ... , 
Tbttt hu btto a r .. arkablt ,ro•t o. utaot.unra hu 11tabl1lbK a lup taoto17 btrt 

uua du ,.,d, ont or tht lar&t u•;!o~.:;: occwaH in tbt ou\ral ucS eou.tbtn parta or 
.tl leb aupplltt tht N JOt part o r ,'1 aan.tactur• tbat 1~ru of thotrio lupe cltolbM 

U 1\ l t bt Ca\111 O( tbU dOU I 0 
Brat · 95 000 kilo• ia 1"'!!1 DuriDI tht lut two 7ttra. ho• t•er. 

r roa 112,000 llUot lJ l9Ht ~:oto~ iA tllt IOi"PlJ of . tbt t.porttd arUoh . ba•b& iAOI'e&Hd 

Japaa l!U be .. aa lapOr\P l92e to 90 o&OO kilot 1D 1"" IJI4 64,000 kUOI 1D lNI . Of· U• 
Ha t bar• trot 10'7 llUOI lD . ' . Ut4 todaatelJ ft6,000. 
t leo.ooo or tltottio 1up.s lllipOrttcS 1.D 1935. Japu fiPP &PP 

ottsenltl lO eou tatut tbt lon of tndt h tqt.alpMDt tor &•••r.Ut.&, tru.efor.l..aa. 

u14 dll ttllN\ltl t l.ottlo ,o-tr. thtrt has bHD cr.at"- • nob broder tit ld for • l.otrto 

r.rrueratora, rtdto~ atd otller 11-oustt:old appUaac... Ulfortuattlr tor ........,oeM ot oc.­
tl• rhoa, t.lt tt.aUtUcal 1.rwp10& to. 19:216 " " ao all 1oolaa1n \U\ lt did aot ..,.n.t elr 

l llt ... , or uott ttUclu wUch cow npr .. eot a nbatuUal pert ot the \....S. ot ~· 

lbl\ed statu. t.pOr t.t dv.riDc 19'26 or "'llacblAtrJ for t1tOtr1crU.r ud for e lect do ·U .. t•, 
•bleb appart•'l\lf tochdtd aU 1\na aot ••paratt1J 11at.~. •• r• ••h~ a t a3,781 'OOII'tOr 

or approda&\t1J 14. 8&5,000 , •btttU doria& 193-5 l.apor\1 uodt r t.bt , ... &rogp .ao'41Dted. to 

52. 141 coates or tpprodut.t)J $3.024, 000, but dutlDI 19SI5 ttlttt ft t l add'Uioaal oluai­

ti~;aUOflt lflo1\1d1D& rtdlo ttltpbonio ud t.tltarapbic a,pparatua . r adlot , radio tv.bea 'uci i,o .. 

ctuorltt, tleot.rlo rtfrl&tratora aad aoctJ.t orltt aDd t ltott1o do•tt \10 de• ioae, el eotrio 

aaoh111t1 aod appart\\UI for \toba1ca1 uata, tbt valut of • •lob aaouatecl to appro.z.1Mte1.J 

14,890.000. lo 1926.1aport.t troa tba llfllt.t4 St.attl UOUDt.ci to t.bO\lt b&U •t U t total or 
12. 454,000 ud lo 1135, t&UD aao\loUcc to abOut baH tbt total, 1t r•aobe4 tt&• 'f'&lu.e~ of 

J-3,949.000 Of Uh t.otal, rt.d.loa. radio tub., aad radio acct .. ori .. aooouat,t4 for 11,720,-

000 aDd r tfrl&tra tora a.od. a.c.cttJOriu &!ild air coDd1UooiDI .. t t rlal for u adcUUoW 
11,000,000. 

!'At n,td.ltJ ot U1t upaa.ioo ill tbt d.tuW for r&dto brol4caatu.a ...s r.ce1•1ac 

' ' ' ' dutc, tb pon-dtprullOA 7"'- attuta tb abU lt7 or t.bt lrutllau, dtllpitt tht 

to• u chl.o&t •alot of tllti: ~riue,. to garcbaM; 1u:vf7 u.... Prior to 1•35. JMrtc.u 

au atacauna were ablt to npp1J al.aoa:t aU o t tht 4tuad , tt.t th Pbillpa radio ba.l aiaca 

beccae • ur1ou coatt iWitt tor tbt urk•t. aot ~lJ bJ oth rlDc a w14t raoct of att.a at 

pric .. l e-tt ttlao, ao ... o r ttl t Wtll lmon Aaerlcao ulttt, h t aleo bJ at\raotio& d.e&lt r. br 
aon 11btrtl ort cUt ttnt ud ,o 1 

• act •t ad•tr\idaa caapa11• lt 1a .. u Mtt4 \bat duritl& 
193~ 1bt1Jpa aolj a~proxl .. t 1 z~· · 

.<t t 'I ~ or u .e ttcthloc tt\1 aarhtt4 aD4 hu .,.n•Ur· iD-
orua that perototau durJoa tbt tirat baH ot 1934• ' 

l ttb tull tUOt'toct for \bt bttvy i l porta ot r~1o 
tbrtt Jttra, 1t •culd t.ppur that tht aark rtothtos- 1tt1 d\lrh& tbf • 'lu\ 

ataUcna lt Jacrnatca &lid toa t btttan tt 11 txpandift& . Tl!.t 'DUabt r o t l'ooal broado.pUDI 

tbt add~ attraouoo to th• tat h tppanat 10 tbtlr procr ... , to w'btc'b thtN 11 
'"'tr ot t.tttr tr&DI 1 1 

Ud laprOYtltO\t ill lbOr\ wan 1 1
.. a tt OD Ot fOI"tiip brOadoAUOI tt&tiOAI 

toe • r t ct1Ytoa . 
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Thb uUotpeted. iaoreut 1o d tHAd •1 oot .,_ rtthoted. to ilporta tor 1t ta Ukelr 

tbat pro<luoUoo w!tbl.a lruU a&J bt u.aderlakta oo a l arcer aoale . At U1t pr-eent Uat 

to•• tlttabltac le doot wt t bio the oouotr7, but tbt locally aide etta are aoatlr ... 11 uattt 

ot ltta tttiottnor thu the illpOrt.td arUole. Tht urbt baa c ron to a point where tcooo­

a lcal produoUoo ou be uodertakto br 10" of tbt larcer agppltt N ud 1t woa.ld apptJt 

reaaoaabl• to .,.,..,..., that a eo .... la tble dtreoUoa rill bt Mdt •Hbla a ~aaoaabli abort 

ti... I t eo. lt would affect A .. r1oaa trade la t bta ltDt. 

Altbou.P u ,,.. bu bMa a a·utahed. croetb or Ut .. rut tor retrlcer•Uo.o ~uts-tat. 

Uo~te baa btta ao.t -.ppareat 1D tbt l arct r ocate,.. or popil!a Uoa aid tot ooutq e'Ull otttre 

eaon~ou.a po .. tbU1t1tt tor dtnlop~Mot. Aa • ttb ra~uo ...... rlou retrtcenuoc a:olta, 

both t or.doatetlo &Dd co ... rctal purpowtt, ba,. pttdoataatt4 br reuoa or their recocalzt4 

euperlorltJ and lottoalvt ••robaadietoc .. t hOde . 1D 1att reettoc eldtll&ht on .. rchandlttoc 

.. thode 11 the tact ttiat a croup ot AMHoan Otra.'t4 publto uttlltlt t hu .. rktttd a tare• 
nuaber ot doatttto ua.He .. by 1Dt talbtDt ttlliaa. oout·ou.na aonthlJ pay•eate bJ addil\& t Hea 

bf addtnc the• l·O coa.ituatre ' ll&ht' bllli. l'bUt dOMIUo \latt~ aN i•rtt d COIQ)lttt, tbt 

bOxtt or cute tor a aubet&atlal part' of tbt oo ... roial Uatta are .. dt looallJ. 

1\ • ould "PP41ar tbat ~rla ot retrl.&eratl.D.& a.a.H a abould horeu• du.riq the at.at 

.. 't"ttal Jt&re U tbt pUbUO 1Mna8 to a,:,ractatt tht OCUlWQltAOt a.Dd tCODOQ ot bou.etbold 

uuS oo ... rclal retrl&traUoo . Ho""'· Ut blP ooet ot the .. dewtoea 1A r.laUoo to the 

hcoat ot tbe anrqe lruUtu t u Ur l1a1t.l tbe •rtet tor bOdt hold u1ta to t'tlat ... u 

croop dtb 1DdtpaDdt a.t ....u. e.a:erclato& oot o r the better p.at.d prott .. loo.a or • .,tor• .. 

talliAI wltbla the bi~tr aal aria4 olua. 
• • 

It tbi Prtteat rapid t.Dottalt iD apart .. At bGlldlDII OODt1D11tl la the larcer clUe• ot 

Rio dt Jaaelro ud Sao Paulo'. ontrl d ll tlod 1t DtOt11ar7 to attract \touts bJ otttrinc 

bttttr toduot••ata. aad lt t e probable that tbt equt~at ot euob .,artatnte witb retrtcer­

atore •111 ooour. Tbis tread hat dtttlope4 t o a liatt~ ezttat. 

Att-•apte to latroduct atr ooD41t1olli•c ~tqUlpMllt b.awt aot proHd eo euccesstul u to 

Ju*Utr tbt pNdicUoa ot u 1-.clla tt eapa.utoa. altlloe. .. •ltlM\4il.r Ute •tll dewelop 

to e luabl t proportiou. ne ooatlr ploutr1Da eolil: or btroctvotloa bu bM:o carrltd oa 

br oat brat .&.Mrlcu coao.,,. durtac Mweral ,... ,... bot 01lr a f .. place• of ........ at ud 

a tt• ott1ote bawe btta ~wed • fU tb"t.lt V7lltu . • !bt blP 'taltlal ud Mtatea.ance cottl 

hate &te,· tht ~Bt•r detetreat (the" tottl cO.pin;- 1D· Rto ·4• Jaat lro cbarcte' the tlat tlchtiac 

reh tor tDttO' coa.euJMd b7 alr coadittoaio& u.a.Ua). but a ooalrlbuttac taotor to the elo• 

developaent hae bttD the rttlatanot or a tare• part o r the publto. aocu.etoatd to air circu­

lattoo bJ tht uaual aperturtt b tdUlott, to. the dtbuatdltltd cooled a ir. Ae Rio dt 

Janelto, lrazu '• capt tal ud obltt eu.a"r rttort, &A<t all Oltttl lJIDI to tbt oortb are 1D 

tbt torrid ~ooe, • htre tht lODI eu•••r tt'Ptratures aake bo .. e. otttce• and ~laces of .. use­
MAt GOoatortablr bot du.r1D• .U.J aoDtbe ot tbt rear. alr oo.E~dttloola& 11 • loctc.al dtYtlop­

.. a\ ot tbt tu\ure . 

Tbt liiLH or oUatr tor.tp Md.t t l.otr1o !louebold d twtc .. hu ao\ M .. denloptd, to & 

&ttat dt&r.. . 111.Q arUol ... eoob u l up atu.cta. upu..oc ttatore.t. ud ot!i'tl"'i. tau. 

tto . • are IModt looa llr. aad tbtte baa act developed a wldt u.at ot t ltolrlcal cooU.a& rue••· 

toaaure. btatiDI pa.d.e. crllla. tto • • oor, tYto ta the aott te .. ra tt J)6tta ot Bru.U. ot 

ho-uaehold htattaa dewicte. Oat ot tbt ohltt obttalcee to tbe dewelopotot ot the urktt Cor 

euoh arttcltt 11 tbt blah oott both tor tbt article ud tor tbt t l t otrtoUr tor ita u.ae 1D 

rtlatloo to tht a vt r•c• 1ooo .. ot tbt lra&iltan . 

2ot$11 

~ 
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11 ta tncr..asiac .. ch year •• larcer qu1Jlt1ttt1 
a.ad atttl La Sru c 

Tl\t ccu uapuoa or 1roa 1 1,.u1 or tbt tact tb&\ tht o .. tuMnt hu 
d otbtt purpolfS, .G r 

art uatd ror coutrucUoo u d 8 ort workl or pubUO bu1ld1D& durtac tht 
trucuoc or ro• ' r 

lptfl\ 11\t h l OOt)' in \lit COQI 

lut t1¥t tura. 

d 
no• colltribllUI • 1\iblta.oU&l part o r th ,.._ 

dl 1 doatstlo :a us trt 
A rapidly upac a • tl t stntibl y r tduotd Ult voluat ot hport.a, wbiob 

t • ouo\rr tl tboucb H a.a 0 
q111natnU o '"' 0 · u iD 1926 Tbt uttct ot the arowtb ot doa .. -

oJtlaattl)' tht taM toeA•&• · 
iD ItlS ••re appr t r-roa t.ht tact that dt.~tlD& 1925 pic ir-on prodl.lction 
uc I rot a•cl ttttl produoUoa ~11'P1P''-:loo:u tto. 9 , 55'7 tODI ! &ad rolhd thtl prodoct• 

I I d 21 S00 tOU' t t ttJ bi t 1. ' ' 
\Ott 1 ' ' f!l ! G OS8 tor:ol wht,.. ... dcriDI 1$35 produc tion ot pl' iron n.t 

11 u ur1 roa Nd pro •• • · 
ave • 0 

... rollM tt .. l producu M .234 t oat. lut d oa npru or 
!5 010 teat . t tttl 52, 0'7 too• . 

• 11 .ol:ld . ...... ar tha' ee:au.ptioo of lroo ud attel hu -a•ed Qpn rd 
l~~P~tt'\t U 4 procfliCUO.I, -r· ' l 

t ,. • ... rodutdJ 3SO,OOO toat p,onllr to approz l aah . ., ~.000 
chti.l& Ul• t .. r. u a rear. 
to.u . 

n.e paruolpauo11 ot tht VoHtd States 11:1 tht u rht ro r U,orttd 1roa ud atttl de­

ol1u4 rroa us di~rU& li2t to 2.2:1 durin& 1~. aa4 pouiblr a aaalltr ptrct otac• tor tbt 

prena t Jttt. " t~t full trttet or t.b.t lowtr pric:u qvott4 bJ l \lroptao oo•petl\ora •u on~r 

dltoerelbh to tU ttaure• tor th latttr part of l~e . Stoct tbt • 144lt ot tbat , ,., 

httJoaa ttttl coDcerat bavt '1ost to the Cuaau aany att.raotl•t ordt ra tor atttl ah1tts 

ud plattt, a•l'faalatcl abtet•, barbtcl ~tire. atul tubtt, ra1la ud aooenor111. lnwpU­
r1soa 'b' ttntH7 or t hll coapeUUoo, durin& 193-C Poland aeourt4 a a.uabt r ot larc• rail 

ordttl troa d11tt ttG\ ralht)'t b)' Wldttquou~:~c Aatrlc&Q ud othe r C011Ptt1tora . • btttat 

dur1111 1a tt ltU t Dd tlt1J to 1936 Poltah aUla ••rt uaablt to attt Ot rMO priot oo .. t1Uon. 

A rnarlltblt eoutlOI lD \~t doauUo c&AAlD& todul\r)' hat riiUlttd 1D a rapid 1D­

eruu 1A t l:.t COial liaiPUOD 0/ \lQ p11b, laporta of t bioh ii:ICrtlltcS trOD 18,181 tODI ill 1921 

to 31 ,080 tou Ja 19S5. btrtca.o auvtact~t11ra t~rt u pt oh llr t uootttlvl lo 1- tO'fill.l 

tbt lr poU\loa •auau cupe UUon d:vr1.ea 1933, 1?3-4 ud 11r11 1a 1~0. bu.t ton tdt: tht 

t =d ot tte lat ter Jttr ta.Ju .. ,.. &l.a &f!ectri bJ tbt tuor,ld poe1tloa ot avbaldlud 

C.ru.a N4111ft otcttrt d6, t 211pp1D& tbro;:ah Dlltcb Ud C.rsu ,poru . Mo .... l .. dlDI ooatt odt re 
ror thlt but lt••• · 

Tbt tolloelaa table, ltttt.oc • let ot tl: t lttu ta •blob tht UDltt d Statta n.1 a laratr 

nppl1tt d'llrtac 1t2t, Uhttr·at" otzr ree:t at lou11 acd br1D&t og,t tbt t aot t ba t OtrMA1 

tlu tltcoat tht Ptllo1pt1 t~plltr or II&AJ ot the tttlolta t alllai uadt r thla a rov;pl.oa . 

2ce~g 
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Table • · 5 . Brazil'• Illpor\a or S.hot~ Iteu. lroo aod $lMl Products. l92C aiMS 1~ 

10'2 193 

Prbcipal ......... I oo.pettas oo.,ettac 
Ittu Total u.s. J country s Total u.s. s OOUD\I'J S 

-IaaL. ..IaaL :ra.t.al UDI %A1&1 ..IaaL ..IaaL :ra.t.al IQDI ~ 
Dtllbl CtEPfgr . 

l . Iroo Platte 6 Sheete ..... .......... 20,251 5.~19 26.~1 6.954 ~4 . 2 28.093 6,567 23. 4 10.0M 53 .6 

I Sit £MDI 

a , c;.a}yu.lud Shttia ................. f lDolude4 1D No. l.J 6.805 2,245 ~.0 3.687 54.2 

20. 11 
C:IDIIIII G:I£Maz 

s .a.rMd l lrt .. ··········-········ 30,442 8,122 12.773 42. 0 20,324 S,:>ST 27. 2 8 ,88:2 45.7 I !iiEUII 
"DIIal 

4 .0tbtr Stee l Wire .•..•.................• 21,028 1,335 6.3 10.31? 49. 1 29, 438 4,89$ US.I 15,328 ~2. 1 

!:it I ltiSIIQ G:ltai DI 

5 . Cal"'an1ztd Corru&ated Sbeete 12,363 5,1).69 45.0, 6,083 48 . 2 403 .. 11.8 300 74. !S 

I ac lt:IUID 
S.Stttl eh .. te tor ooutruotion (IDOlUdtd Ia No. S. J 4,380 2.0~1 47.8 1,626 S'7.1 

IGc Jh:Uah Hallam& 
7 . TiQ Platte • Sheets ............... 18,182 4 ,927 30. 4 11.0?'4 68 .4 31.810 10,837 ~.4 8.881 21.8 

1l1Uh1 'lt£1181 

• 

8 . I roa S'u.,.retrvoture ...•...•...••... 15,8'71 l,i52 12.3 5,845 35 .6 10.885 1,567 14. 4 5.481 so.• 
G:r:: lr::Uih t:i.t lr::UI III 

9 . ,..1 . ~ Tel . Poets •......•....••.• '7 , 412 3,'712 50.8 1. 048 14. 0 530 20 3.T 530 50. 0 

ltllhll blllll 
10.1t&Ue - .•. 127,100 22,155 22 .2 56, 170 44 . 0 53,870 5 .. 7~ 10. 7 14 ,102 27. 2 

u . r1pea. T\lbee ' Jo1.a1D.l8 ... , ...... 40,191 5.382 13.31 
IIIII iii 

11.734 I 28. 2131,7531 4.8591 15. 3 
lillillll 

1. 1~ 28.7 
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t I 
d'utrial cl:tllicalt but tht qtJa.otltlu ot tbt d.1ttu-

•il JUts a • ldt "farltt.Y 0 fl ' lrt.. req 
1 

ct.td tabltt a \t .. t tJ\t r.taUn 10a1p1t1cuc:t or 
t Orttd 1.1 IAO• I"l SC tile tt I • • ut lU&I •.> • ., _.

3 
~uuon tchabHtaU. t i',Jt o lally when cc!'leldtr-atioa 1e 

the dnttld ror • co\1<~ 1.1'1 ha d~'t tal chtoicalt att produotd wl\bln 8ru11. 
ctvtn to tho tact that r•• in ~' r 

U I
• ~ St.Jtn hu beta on• or tl'lt atnor t o\1rcu o r I1:#1.,1Y. contr1-

ror • tn)' ytart tht n ·'"' 
I lti • r 

tbt various prod~~oou iaporttd. w1\h tht txctptlon ot aul -
bu U r:& oc ly au• qnot t o , •• • 

1 1 ttrt1Uurs rot1t1 and vattlict . bporu or au ... pbl.lr t rca the 
phur. ct~t\10 tvwl, c •• ~• • 
u~ued $ \lUI '" "' dtcl1ctd ,lt1Ct c~Ueau •ius. ravor·td br a low eaohan&• ra\·t . han bun 

1 
• ot ,

11 
eo~tltora Jhth t •Jlpbur ts~or\1 ll\crtalld troa 3.900 tone 1a 

ab t \0 \lllwtf411 t ..,~ • 

1926 
to 

13
,
100 

\OU 1111 1935, \lot UoHK Statu bts cot btatt'ittd troa tbt c_r t &t.t r uu ot 

t bl• eeu.o4UJ· 1a 1126 t~t Uaitt d Stat.u SUflfllhd tHP,tlJ aort t b&A halt ot tbt •7~roa.t­
u t t iJ $l60,000 ot , ,..lr'o:r 1.-_,ortt ~d tu.l.J ~Htd ao•t o t the rtaaltll."'&. l!l 1935 tht 

u.u.c~ Sta tu t;~;p,lltd oa1J $2:1,000 ot ~· $400,000 1cpe-ract. •bt rt .. ChUa , • bleb ror-.t rlr 

•u oot aa t a;pOtUAI "UOI, •"lppl1d $"210,000 &."'d Cti'UQJ , t 85,000 . 1bt t t cnat tata~Utb-­
at lt of a l tr&t cau.atle •* plut l!l !Uo c!.t J actlro UJiablt o t ...,.,-_,lJla , tba Gt toa or lbt 

certnl rttloa ~u alrtadJ o~rtdltd ls.~ru . atd will ~adoobtt<llJ d1tpla c:.e a s rea t t r cpu­

\1\J of tht ror• l•o product at 1oou as 1t 1• 1A ~ll prod~C\lOA . 

tt.t upntloa u . tu Uh aac\1racturt hat bt tc retltottd h ao l.oonu la& voluat or 

dJt hporu , tbue b"hl aort than do~:bltd d\lrlnc the tan 10 ytara and aaouou c! to 816 

• ttr1c tone dl.ltlDC 193&. Geraao dJu\uttt ao•inc frn Cers.an potu or throu&b Holland tJoal­

II.Jtlnt the .. rktt. ~r1111 193& the Ucit.td Sta t·u auppl1t d only 1200,000 o r tht 12.800 ,000 

t.,.ort.ed, and d\lrlCI the u rly aontha of 19l6 Aatrlcan product ra found 1t bortaainclY 

d1ft1cvlt. to t tl\ Ctr .. c price oo&ptUUoc . JbUt f\1t\lltr t xpUiiOD wlll undo-.ab\tdlJ occur 

ln tbt erus h&A aarktt f or d)'ut~o~rra, ao len& aa Cerna aan1.1!actv.rtn oont1D1lt to ba aub­

t1dlatd , t ht trtdt • ltb tht Ua1\td Stt ttl wlll tufftr . 

A cuabtr of fortllll au.uraeturers, 1ccludh& 1011 pro•ll:ltat lat rloa.a fl rat , ba n ,.., 

u blh ht d braccb u tabUWnta 1!'l !ruU tor tbt coapoundlD& &Ad p &oU&ln& or ob .. lcll 

Ud phtrat c:evucal tpeolt 1Uu , lllkl tt.uttor uttrlal t ptrtlJ 1.-porttd ~..ad pa t-tlJ or do­

auuo orlata . A c.ouldtnble porHOll. of tl:.t tr-.r!a , 11ore upt c h l11 10 tht Unt or ph&ra..,. 

c~\ lctla, 11 DOt btl~& •~p~1 1td to this 911. 

l ru tl' a r orut ru ot:.rcu u al:llt lt t 1 
the rt q"lttaectt of Ht 11 1 

llb 
0 1'""PP 'I lU on nttdt aod a ev.bl\an\1&1 part of 

druud lvabtr 
11 

l&"'Ort ' .. 1 ort ... Arcecuna ud UNI \It y , Oaly a.n occaa looal eb1pant of 
" 1""• l.tiU&.ll'/ for IOU l pt clal t b .1 

cortbt uu rn Statu •htrt prlc:t dlttt ,o an ... aort oftto t o r 1011 o r tbt 
not t o cu at u In tbe toutb rtacn bttwun tht fot-ti&n and do. .. u o product ' ' ' 

quanuuu of 1\labt r u.nufacturor c:ctrat rt&lont , r orlttl)' 8ru U pur·chattd aubl tu\111 

b 
• .... v\1.\ for \ht hat 20 \1 

.. a tathlttct by doau Uo 
111 

.. tan aou ot t htn · requlnltch ha• • 

1 
• • or baudloraft lW";lorte d 1 1 1 

, .. , u ou.aunc \0 t pproi luttly 
1125 000 

· · ur 11& 130 ohn U1td unde r tb • 
.. ,.,. aul1 q'lu\ltht of P1,.0..... ' • ' ' " •ottl)' • aU boa rd and aoou1t1o board d tb 

- ar.d • t 'lltt rt 
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a.cau.a of lbt do..atlo 1D4uatrr &ad hl&b tarltte, tba re la oo ,.a.oo to &Dtlclpa t a •• 

lao.-.ua 1A tb.t e&l e of Aatrlc .. ltilaber or labt r au.ldaotuna 1D lf"UU • 

.. shlg• rz - lpdaatrlel ~ 1J14 lplld~p• 

Tbt aapantlon lD doaaatlo aaoufaoturlDI btl brou&bt 91th lt a CtOwtb in tht de•and for 

ot rtala kluda of induttrlal toola aod equlpatnt, aoat of • bleb aut\ be t.,orted. 

T:tt lblted Sta t.ea baa 110t btao & lara• ~Utr or aqutpatot tor • ea•tna a lllt, al­

t.boup 1t bu betA a 1trooc coDtendtr tor tq"Jlpatnt tor bltttac a llh . Durl.D& 19" u. 
rovod C.raa.D.7 ottertac etroA& cospettttoa tc: tbt llalt.ed uovat or boalaau otrnhc la 

kalttlD& aachloea, eplADll& aed t •1atl:c aaob ~:oa &Od other kolttloc aaobtaery. IA aplte of 

raatrlotloua co the laportatloo of taatlla aaohlotr, . aet up bJ tnt Co••~••at to relltYt 

o•t,....,rodu.ctio.n. there • a• brouabt l.nto the coun\f"J a fair .-olu.a• of loou, and other • •••in&. 

, .. :.~ :.l.a& and tlnbbln& • acbtn ... bu.\ tht United Stat .. aupplhd oalr a ... ,u,tbh ptroaot&&t 

of tble . 

Tbt do .. auc aaavtaotu r. or abo .. ta oo• •urtlolt at to ""' th .aura neada ,r the 

OO~D\f7, Prt'f'lOU8lJ tbt Uei\14 Staltl ~ppll-' ftoa 751 to 90S &DA\1&llJ of &11 of the thOt 

aaobtvfr.r rtq~irtd bJ tblt 1oduatry. a~ •~llt 1\ ie etlll tbt pri~oipal ao~rca of avpplJ, 

d\trla& 1~~ Ctrsu. cospttitore • ert ablt to la;pro'f't \btir poaltioa aubataoUallJ bJ offtriD& 

prieta .. u ~low tba l t•tla fbtd bJ' tbe Cbitf btrlc.a.o. :nr,rplltr . l•li)Orta .. re Ua.ittd. 

bO• t•tr, to rtplactatata o( parte for txletlos loetallatloua, at the OoYtroaent alao rtc~ ' 

lattd tbtae pu rohaa ea la an effort t o avoid overprodu.otioo. 

For \,be laat \ YO J &ara \her• baa been an ao t i•• daa&nd tor botb baod and po• er irivao 

aquipaeat tor aat al workio& plaata. toeludto, latbta, plaaara, ahaptre, puoohtl and drlllt, 

&rlodlo& aacblaea, abeat aod plate aatal worktos aacblaetJ. etc . Tbt partlclpatloo of tbe 

United States to tllla &ro~:p lt a.o• saallar the~ t.eo. Jt&rs &&o a.oct lt lt.ited to oeeutoraal 

ordt 'ra. IIOt llJ troa tbt Co•t~ot tor ita a llltar.r branches. a r.- froa Co'f'ttrLMOt on..S 

r:! : •&JI ~d rort l&t owaed publlo utilltltt, and rartlJ' ror plaota dtdloatlc& theW3al••• to 

tbe ,:-~(uctloo or arUoltl tor &t nt ral cont\l•ptloo . While .Uerica.a • acutacturata ar·• iD 

pot1tlon to o t t e r tqulpatot or auperlor • orkaaaab1p, flDlah aDd eftloltoor. tb• Brazilian 

tndut tr)' baa oot reached tbat poiot • l'lert thtte oootldttatlOtl-1 ott .. \ 1nlt1al pric .. and 

\.trat of aalt . Rtlathtly , 1o• labor ooat.a ucS llalttd. out:p\1\, couplt4 • ith tba tact that 

oallbratt d. accur&C'J h nttioltat tor tbt practica l P\lrpoata or \bi t hd~.attry lD ita ptttant 

ata te. e trtcti'f'tlJ C01:'0tt r.ot t bt &1'SQMota of &r• at•r .rrlchDOJ ao4 ao~t&CJ wbn t,btee 

...,. oolJ' be second at a &rtater 1D-1Ua.l outla,. Oa rtCt,Dt blda called tor bJ tta•Co'f'trueat 

tor a d dt ra.c&• or aacbloa toola, A.atrlca:o prlc.ta • •r• lD sou eaa .. &OS bllbtt tha.D C.nau 

prlo .. . with tbt iDI'f'ltabh rtault that pracucallJ all or t.b.la w.ta ... •u plaead la 

hropt . 

The condition enoou.nt,tttd 1c \bt aetal ~rklo& lDdue\ry applltt. tlthou.&h \o a e:uuar 

u tant, to tba auktt tor • oodwork lD& aaohlUtJ, aod in \bl s ·uae. alto tbt United St·attl 

b .. loet &ro~d to ita oo.petltora . 
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ne procuu or toduatry and tht crn ur Duaber or aotor1u4 .nblolia ao• 1a a.at 1a 
lraz:U. hr.c:hdllll tb.trelo allital')' aDd olwil a.troral'l. has btta tttleot..ct la t.b~ ooa,uapUoa 
ot pttroltua prod~ott. A.s Btull dott aot proctuct pttrolt-.. cou~mpUoa t .a tatrlr aoottn.t .. 
11 porlraft<l b7 iepont. 

Doric.& li" tbt quuu \f or &uollu bportltd lato lruU ... approa1Mt·tlr .?OJ 
aruttr tbao durlD& 1926. altbou&b et1U tllchtlf bllow tbt pt&k JH.ra lat &D4 lNO. wbtrMI 
keroune 1•poru btld at about tbt 1926 ltvt1t a..o4 alntra.l tutl oU iiiPOt\1 WtttiPPro&l.aat.-
17 doublt ttlou ot ten Jt•r• aao. Dvrlnc 1935 thtr. wu 1a,portt4 a eU.tutlal q-o.uU~7 
or cndt oil rr .. Arautln, wMtl wu elaott toh 1J couvatd. bJ \.b.t oU ret1aa 17 Nl0aat17 
tat&b)hl:ed tt Ur....,-u.a ud wtllcl 809 pNd'QCU paoli ... kttOatDt u4 htl 011. J.11brl.C ... 
Ua& oll udi parartlu laport• ka" aleo H .. iae.rtoUlq, kt toreip u4e a1Hral ,,...... 
a re be lea nphctd to toet tzt.ut bJ tllt plet ont4 bf olt ot tbe lara• AMrlou oU ooe­
putts, w·hlcb tharplf illor .. altd ltt O'lltp•t d\Jfh.a 1935. 

Tht Udted Stt\tt hh lost arov.a.ct to co~;pttlti•t ll.lpplfill& utlou 1a tbla II'OVP ot 
ooandltlts alto, 4 Mtxlou, Ptrv.•lu aGd Vecttut lu l\lt l o1l, IUOliat aa4 ktro•••• J.lipOt\.8 
baYloa 1ocuau4 at tht '"' "' or Aattlcu uporu . 11 18H tb• Ualted Stat .. ..,.ut4 
•J>t>r<>•luul7 111,200.000 or 17S ol \h ~:<.900.000 lopot\0<1, • 114rou clul.t,J liNI u ...,ut4 
oalr 110.100.000 or SSS ot tbt 118.200,000 l~n-.:1. 4 nbet.uUal part ot U• s...Poria tf'CIII 
contrhs otlltr thu tht Uolted Stattl • .,. broupt 1D br • •• lrttleb ooatroU ..... ·~ 
A•trlou eootrolltd ou eoap&llltt, wblch h•ve touod 1t aore &d:•uta&eou to 1_,11 ·U_i. .. rktt trot other 101.1rou. ' 
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Pet-roleu• produ.ote, rtp ... etotio& ' 19S of the total 1alport•. t ·roa tl!,e UD,Utd Statee to 
1935, art on. of the aajor Jteu of United Stat .. tra4t with Bru:U. beoot dt.J.attbtd 1 ... 
pOrts rroa the Unite~ Stat .. are l ... dtately retleoted ill tbt part1oL,pt.t1oo .or that oqu:otrr 
to tbt aenerd iiQ)Orl aove .. ot 1Qto BrazU. There 18 dtfhitt nidtooe that t.bt dtaud 
tor petrohua produ.ott 1e etndlly ezpudia.&, but by ,..uon ot the p~aial~J'. or otber 
eourcn or aupply, 1t ap"an unlikely that AMriou tlq)OrU or tb!t croup ·or co..odi u .. 
will iDoreau . 

. UtbOU&b i.ndioation. Of th pr .. tDOt of ~trohua but beta. , reported at difftNilt u .. e 
troa several parte of Br&&ll, neither tbt Govt~ot oor private o~iea ~··• QDdtrtakeo 
the uplorator1 worJc eaaeotiel to pro.,. ita ulttnce J.a ooeeeroiel quuUUt-tt beoce tbt 
aroda& attda or the couotry auat conti.Due to be euppU.ed troa abroad. Aefi.a.bc baa oDl.r 
been undtrtaku by the pla.ot ae.atiooed 1.a preoKiDC paracn.phe, but tht tre.ad towards na­
tional auft1o1eooy aay tooua attention on .d~vtlo,.ea.U ot tbte cha racte r wbta coad1t.loa.e 
aakt it ecoaoaloallJ ltatlblt. 

~ lgyipeent ~ Statt oo•rx SUpplloa 

Brazil dote aot bevt a larct per capita conau.ptloa of foreicn aadt office ~ulpaeot 
and stationery tuppllte. Tb uet or etcbaalcd equipetnt tor tabor eniD& iD otficta ia 
Halted to a tt• of tht aore ta: ... nual ' dtvicea tnn in tht larctr oitiea, aad 111 uny 'ot 
the a-.alltr to.na tVtD thtlt ar• tr.-qutDtl)' dhpenatd dth by bu..eiataaet wbtob alibi be u­
pected to reeort to their uat. 

Foreerly Brazil t.ported a r·air quaa.t1ty of office turuiture. aoat of wood a.od ao .. o f 
steel . By 1926 practically all of tbe de..ad tor woodeD. furaiture and a ' part of the liaited 
steel furniture ns being ·aupplled by local tactoriea, but tbtr. atUl uiat.d a fair dtaaod 
tor such ateel devices aa tHin& cabinets, card lndeaea, caab boxta, tto . I..,ttua to tbt 
doMatld fabrication of thde artlc1ea waa aiven by tht deoliDt ot the allrtb aad the au~ 
eequent aeveral increaaea in cuetoaa· duties. Tbe tariff act ot 1934 av.penttd dutit~ to au~h 
levels that by tbt be&1Dn1nc of 1936 tbe deund wu btinc au,pplled praotically eotirely 
by local facto ries, t xcept tor eoae netde ot tbt Covernaent or tot1t1ta which could .. cure 
tariff prett renota and that aaall crov._p ot bueil:leaate wb'icb found it eaeenttal tor aan-atMDt 
purposea to inatall card indexi.Dc ayat.eu. Ia tht tace ot exiaUnc taritte, tbtre &ppeara 
little 1iktlibood that the aarktt tor i~orttd ettt1 turniturt can bt exttndtd. 

Aaerican tyPtWrl ttra have alwaya predoaiuated in tbia aarket bj reaaoo ot their tnoYD 
etticlency, sturdy coDa t ruoUon &Dd tht 1Dtt1Hcent ealta aethod• adopitd to taailiariu 
operators wltb tbti,r uat. lrbUe tht aajorHJ of the aacbinee in uat •r• _of the atudard 
ai.ze. there is a rur aarktt tor portablt aacbinte, aod a . aaall deaaod bu t.eu' cr.& ted 
tor so .. ot tbe OYtraht carrlaau. 'rbt ouaber of ucbiDte iaported duriD& 1935 wu abon 
tbe a .. btr btouC:bt iD tta. Jtara aao. but tbt coaptUt1Yt poe1Uon of ' .tatricaa t.,PtwrHiia' 
was leas tt.vorablt thaa. p rtYioualJ. ita abare bav1n& dtcliatd troa 821 to s.s. C.raany 
was able to l~rovt ita poaitioD b7 r•uoo or t he optratioD or tbt oo~naat1n1 •t•t•• of 
excbenJt, at tiaea otttrin& prieta on ont • tll kDOWD C.raaa typewrittr 2&S btlo• Aatricu 
prieta. These lowe r pricte induotd antral of tb'• depart•tnta of tbt COvti'Uitot or lruU 
a.nd stvtra1 State CovtrnMDU wh1cb bithtrto wert tquipped witb on1J AMrioan tJPt.rltiDI 
aaobints to purchaat Ctraa.a. tquip .. at. ud a laJ"'er vo1UM or auba'utuuon Waa in prospect. 
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t t u rt d.itUlb\tUIC ac .. oha tor Ceraq 
that tilt stoe-kt o pr ... .. ....... 

S. elftcut alt o lt U~• tact 
1 ••ioll.llt uct tba t tbt« " u .._. u U.ho-

t . 1 tb.:t at a.DJ t •• pr .. -. .... \J'Pt.r1Urt .rt .ore co-p tlt I. UDU oC \JPtWtl\tt t i bbOU p.,. O&n.rvD pac!tr . 
t 10o or ucoodarJ dUt.rlboUn' ct:an:th . t D UolpaUoo 1tl t.bt lruUiu ••rtct\ fro. Cer.t.Q 
the Untttd Stt ttl alto swsttlotd t loss o par 
and o\bt r r~roptto coapttltioo. 

t 1 oru o C cdcul&\lft' .. cb1Dtt art 'a •nU'abh; u 
AHhO~o~lll co c~pant in 11

'
11
'''

8 
°' 11~:a a tatitllOI durinl 1928, 1t would -,pp .. r \bat atelv llattd io raz 

t bnt • •n not ttptr # ... lon. voluat of pt.~rohaeu or thtat dtY1Ctt. I~ \ resttntd tbt pr .. uepress 
tht aarket hu no Hi uon cdcul&t.iD& aacbhtl, which alto Nbraota addinc 
peru d11rloc "3' \lndtt the class 

1
" 

1440 000 or wblob tht United Sta tta aupplh4 13015,000 
vahtd at appro.d~tatt 1 • 

aachtnu. • trt 
100 000 It •ould appur t.ba\. CtE'UJ till d1epl aotd \.bt Unit~ 

Lei GtranJ approliuuly Il l , t ~aleglatlD& aacbiGtt. but btl aot. btta ~valb •u.cotstflal 
St.attJ .. tit l tad1G& t~pp tr 0 

u. coapttl Uoa tor t.tlt aarktt tor d.41ai n eblntt . 

ne vautd ,tatu also coatlc-;oe.s as the lndiDl eov~• tor atat11Ucal co.puauoo: 
- 1 1 11, cbt to t.ht raet that ttlt local diettlbutor tor tbt l arc••t Uut-1q-otpu at. 1a t t par 

cu coatrolltd coact ra coatn~;t.a this s.rdc:t to nt Co'fttutlt ud Cowt ru .. t tlltU.h.-. the 
p:.a:J,.I n t n or uta ,,.. or eq~ipuat.. tbt official etat1at1u clo aot. aeparatt17 Hat. 
hpOtl& et Ult tqVlpltlt, U l t. 1ttU hadQt bt tD iaolv.dtd witbla t.bt 193$ f1C\Irt• OD oal­
Cvla\lti aaeb&lltt. 

IH~U&tlpllin& equipstllt iaports 'ftrt also s:aalltr duriDl 1935 thaD 1ft $08t Or tbt pr~ 
dtprtulon. yun. \nit uratort ucattlf coop.arat.ivt ticuru art cot available . Vader tbt ch.­
JHtcauoc dt.::pUe~Ua& ud ra&isterin& •a.cbines, oCticial a\a\ltt1ct tho• a total 1-.portaUoo 
of appro• t•attl y »85,000 ct • bleb the UaHtd Statu auppUtCI 1328,000. Prtdo•1aaoot or tbt 
UnlttCI Statu "" a a11pplhr or the devices talllac J.n t.h.l.a srou.p 1e accounttd tor bJ \bt 
p reetlntnet of Aurlcaa aade cub re&httrs. w))lch bl'ft tocou.attrtd Utth ooaptUUou . Tbh 
l t CAt Of \be ftw l ine~ in wbicb Ct~lQY h~t DOt 1aprovtd i \1 poaitiOD . 

Thtrt II onlf 1 very sull dea"d: for addussla& aacbhta , dlc UphoDtl, u d U at etu~ 
lo& ucblott. • \ltt occuloul p\ltehues ba•,la, btta aadt troa tht UDJ \td Stataa, but tht 
lut t tltrla, ••e•tatt parcha.std hr tht tost. Ottict Oepart.atat. •tr t lrltteb . 

b Ult • ••11 ottiee npplln titld, tb thllttd Statu aow coat.tlb'lltt a oalr a pall p.art 
or tbt •olut ~r<t.attd bf sruu tu JN.rt a,o. l.o(.al auutaotora ra aQpplr a oat of ne 
cltu.ad tor • riUa& tablets. f:.;tt::-, eluUc buctt, erutra &Ad PID 'old.t ra, acd ·n rtous 
r uropeu couaH&u parUclpatt • it.b ktrlcu c.ooceru h \bt a ar·k t t tor peooua. ptoa. pta.s, cu,,, tlo. 

A lerce part or tbt rollin& s tock aad rail• 
r•J.hay u itun1 ta lr 11 1 

l.'/ equipatnt. reqtUrtd by ttlt 20,SOO aUt• or 
auba tanuat . Our l n& 1~~ tb'• 

8

1~'1,1,•: ::o~ abro11.d, htnct t.bt anaual •olu.at of purohaiea 1a 
total value or a.pproxhattly 

11
:0

700 00 
rdha.y rollin& 1\0ck &Ad parte tht raor raaobtd a 

u approxlutely 30S. con.siattn, 0'r 13~8 °• or •bicb ~ht Ualttd Stattt eu:ppU•d J4,300,000 
•b" ll aQd other app~artel\aact.a tor rau·: o r rtih&)' cart aad • •&oat. 11,235,000 of u:ltt. 
u:ctpt bo.Uert. 1 <art, • ACt 1.2, Tei?, OOO or loco• ottua a.a.d part•. 
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P'Or tbt put ••••Rl ,. .. ,.. t.be rauw..,-e or lru!l ba•t be .. UaHiac thtlt" purchu" to 

tbeir .oet urceat reqvtre .. ate. aud it • •• aot uatll lt30 ••• • ell ad•&&c~ that thtr. wert 
evldtoott of a re•l•al. altbouch durlac 1934 a coatraot • •• e• &rdtd b7 the Central do Braz11 
Aall•~ to tbt lrltiab coacera Metropolitan Yicktra tor the tltctritlcatloo of llatt to the 
tuburbl or ~10 dt Janeiro. OuriD& 193S aod the early .ontba of 1838 the vol~.. of pur­
obaatt but bttn alowly aouaUac. but UQJ of the ra11••1•· 18ptcially those o.mt.d by the 

Federal Cowtroaeat aa'd eoat or the State Covtrnaentl are tn dirt need or rollin& atook and 

othtr t~uipaeat •blob ,uet bt purcbaetd eooo if thty hope to .. totala orderly trattio aove­

MOt. 

UDtort~attlJ, ._.ricao a&aufacturera have aot ~ta ablt to btnttit rroa the tncrtatins 

dt-.a.od . Durio& 1935 tbt,.. • er• bported. approxlMttlJ 110,000,000 or rollin& stock and 

.,qvlpMot, ot • bleb tb.e UA.Utd St.atea npplltd the 1aal&D1t1ca.ot eu1 or 1533,000. hneu 

d·urh& 1$28 the UD.1tt4 Sta te• ud C.I'MQJ partlol,pated. to aleott u equal utut 1-D the pur­

cbu .. or lOCOIIOt1¥tl. dw.rlA& 1935 the tbalt-td St.atea 111pplltd oolJ ala or these. valu.S u 

12Se.OOO. 1a coatrut d tll 32:, Ya.lu.cl a t l l.l..S,OOO, aupplhd b7 C.rau.J. Tbe Utlllecl Stattl 

h:roUbtd OOl.J 1106,000 of t he acceaaoriea tor loeoeothea (u cept bolltra) laported bJ 

erull durla& tbat 1e•r •aatut the 1121.000 aupipUed bJ C.ra&A,J. &Ad. it tailed to sell 

ur or tbe 12 ,4$2,000 parob ... a or rallWQ c.ar1, practlcallJ all or • Ucb ••r-e or Bt1&1to 

ortata. Tbe I.JD1ttd Statea abo tuppUtd 121,000 or atrett rall••J carw &Ad. 129,000 or duap 

car• . cao. care. e to. 

ror aaoy Jl&rl 4atr1caA raJl• ay equlpaeot tnJoJtd ao excellent reputation ln Brazi l tor 

qualltJ aod perro raanct. ~18. coupled with the ettviot ottertd bJ aa.nufacturers, reason- " 

ablJ proapt dtllverita aod satisfactory credit teral trequeotlJ ottaet aaa11 price diftor~ 

oocoa tavorto& Coottooatal Europe.n couotrlot, althouah toao ot the British o.ued ra1lwaya 

thowod a pretoreooo tor Brltlab aanutaotured tqu1paoot. Ia recent coapetltioo, however, the 

prlct dltftrtootl ruorh.& C.raao locoaottvll a.od parte bavt beta so &reat, r~prueaUn& 

troa 25$ to 40S of the Aaorlc&A prieta aad with lone ter•• ot pa.,aoot, that other coo3ider­

atloaa oould oot be .. de lufflol•otl.J attraotho to overcoM tbh budicap, wltb the result 

t,ba\ c.,...,., baa beto eort tucc. .. atul t.bu any otbtt oouattJ. hl&1aa price• tor rallwa.r 

care bavt alH beta au.c.b .ore attra.ottn t.ban Aaorlcao prieta • itb coasequeot dhplaee .. u 

or ber1ou pe,rtloipatloa b tblt buelD.ua. ue.ept tbat u order tor 400 frel&)lt cars • •• 

placed with u '-trlcu .uuh.cturer NrlJ ta liM. btc.au.ee or tbe IUJ>ttiorltr or coutnac­

tio• &6d aatoriala offered. 

lbdi:Ht Pto4ggta 

Altbou&) lraztl baa aa vullalted aupplJ of raw rubber aDd tor aany reart ... ont ot tbe 

world't prtao1pal aou.rc .. tor this product. 1t 11 a lat&t purcha.aor of auutactured rubber 

&ooelt. TOD yeau aao Brazil exported raw rubber to a value ot 116, 400,000 and 1aporttd 

approxlaatoly 18,500,000 of aaauta.cturod rubber aoodt. Durin& 193!, attor so•e recovtrt 

bad occurred troa tho low point ot iuedlattlr prtctdln& Jt&rl, exports of raw producta 

wore valutd at oob 12,90,000, and !aport• or Nbbtr IIO~&taoturtl, oloatlr approxl.atln& tho 

voluat attalaod 1D 1926, wort Y&lu.od at 11,900,000. 

Wh llt 8razll atlll relies on toroicn aourct• tor aoat ot ita requlrtatnta, there ie dt­

•oloplo& a doaeatlc auut'acturlaa 1Ddustt)' whtob oo~ '"'-PPll .. a eubltuUal part ot the 

aaalltt tt••• ot •r• t1aplt aaau.ractu.rt, 1u.cb at packiD& &&akttl, bolt. bospl\al and labora• 

tor, equlpaeat, dna&&Uta• auadrltl, tc.bool a~,pplttl, ebo .. , etc .• a.ad tbero art four tac­

t.orlea producia& Urtl Ud h:bta . Tbt lar&tlt of tb,e latter. • bleb 1a loeat~ iD llio dt 
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JpPfd witb •odtro aacbJotr.r and It uo4t r 
.J " ''" .,eraUoas tarlJ to 1936. 

11 
tq\&loot rt I\ 11 oow t.tu-olo& out &pprox.t-

Ja .. tro d rodi3CtiOO t lll ' 

Utt u ctol<al 4H.Ct.100 or uertcu p 4dly acd t oUcipaUI lt.tppia& 1.1p production to 250 

I l50 tHn a.a-d l5CI tuer t~.S era 11 a ~trion coottndu tor the tlrt 
.. u , 1 doya Tbit cone 

1 
h 

1 ••• \. taca • lt.lltn tht oe:&t th ri.J · t iU prochtota to&tt.htr • t ower {'tlcta 
ct an4 trtshntsl o 

aar\tt, at tbe t pltod1d appt•ran h pOPI.1ltr • ltb coaauatre . 
t.h&A tort!~ coepttlOI art!Cltt b&Yt o&dt t ea 

tht hadin& et.~pplltr or tbt 8raz111aa .arktt 
' or a tAY ,ur• the Ut~1ted States ha

2
o
6

been oxtca\tl)' one-third or \ht total i11,porta, and 
l"ioi duriD& 19 appr 

t or urn tAd t~o~bu. tliiPP ~ · 01 dt o r tllt total ta 1929. Mort .. vtn oo ... 
I uctpation to t•o-t r 

1 t .. dUJ t aprovhc " par loa b•H A .. rtou ur., a.nd t.ubea aceou.ated 
b&J ca~s•d so~• re~tss • 

pet utoo 1A reotot. 1•ar• 935 
P tor to l935 tbt prtnotpal oo•pttitora tor tbla 

tor halt or tbt total i aports duria' 1 
.I ; but dutlc& tb&t ,. .. r Ctraan aod Japaneu 

aarktt • •r• C,..\. lrl\&lD, rru~•. a:~d t a f• 

•• 1• to '--ro~• tbtlr participation • ..ovtactvrt rt • trt ~ 

111 
' 

0,....us.z:attou •bleb ptrait Aatrlcu e-o.act ru: to 
I I. 

.' 
• • 0 t.acellnt •• = ·• 

• ., ' ~~~. 11-ettd Utt lar&tr part of lht b1111aus otftriq. 
t 1uuu e)Jcl UUatrto ta .. & •• 

otter ' " . . 1 or salts rroe ttlt UDlttd su .. will dtollDt . u:nltts 
1t • nlcS appur tUt U.t prt:1stllt •o ~· tht tbarp prict rMaotiou •• l ob ban b .. 4 aadt br 
Aatrlcaa pllr'lt ttn art • II l .0£ to ... 1 

,. ItaUu u4 Japutsa a&etl!aoturtrl an c~;atUG& uder oo~eUtors w· th 
coaptUtore. "''1"1-U, 1 1 'h b tb tact that 

- b I 1ltt ud &11 dbOOIUit.S. Eqtta111 alp f 01.0 U .. a t 
ptlCtt l5S t t4 ~... t o• 1l k t 1 
tilt doanuc 1u 11teot11rtr 1 uttoud prnioutlJ bu bttc ablt to displace wt o.owD ore p 

I I \. F- .. era l D1suiot but iD tbt tOft diiU.n\. olUtt or t.h aort.beashra prod'IICU oot oa 1 .o • ...,. 
lDd IOV\bttl $\t ttt. 

Iu.I.Uu 

Tt•tl ltt 11 aoothtr 1rou.p 1a ehictl tbt Unittcl Statta ba1 lou a a\ilbatut.Ul uo~o~.ot or 

trade, 

Ourh1 1t2& laportt or cottoc pltct t004t totall" tbt lara• ti&\ltt or 1 19,000.000 o! 
t 'hleb the Ual\14 Statts tWUed ~,ppoo&laa\tlf 19-60,000. Tbt do .. eUc aUll b.a•t btu 

attadllf lOCrtuio& tht nrlttJ or u.terlall aunataotatt<l u<l d.ltplach& torei&D. aadt &oods· 

b a unlt iaporu 4ulac 1935 uo.uttd to o.olf 11.200.000 uct or t.Jds total the Uoittd 
$tat•• tlrJI'Plttd oalJ f43.000 ! ltllCY.t,ch Stull lt oat or tbt tarat cottoa producln& cou.o­

ttlu. lt II.U oot dtYtlo-ptd tht spluh& o! eouoo ,,,.. ao aa to attt a U or u s t 41qa1r•e:au 

u d \hrt it a dtaud tor rortlp sp-u Jata.a or tiot couata or Uahta . Dur io& 1926, cottoo 

f &t'l laport• • trt •tlud at tJ.'288.000. or • bleb tilt U.ohld Statu npplitd t782 .000. wbtrt&l 

h 1»5 tit VoUtd Statts 1QppUtld lus tb.u l l..COO of tbt U .l30,000 iaporttd. Tht quesUon 

u to t htther tbt VDlttd. Statts aa7 bt ablt to iccnan itt "lt• or yarDs depends larstlf 

upoo • btthtr • • cu •ttt the price ecz-pttitioc troa !'Uropt on Unt co\ilot atrc eriztd yarnt. 

aod o•ercoat Utt • •11 utrncbtd po.aitioo. or tbt &riUtb . Durh& tbt ear l y part or 1936 

"' ••tt ablt to tu.pplf a larse volue or butlneu than durin& 1935, but it la not ctrttio. 
tbat th11 treod oao bt aalnt.aint4, 

There it huh Hktlihooel th.at • e thall bt ablt to rtcovtr the vol u.t ot tradt btld 

to l92G. " tht 4oat1Uc tndva\tJ, prottcttod to a crtattr uttot tbaa tvtr betor·e, cu .. ,t 

&Q OO.Jitthloo h auuractued products •hich ai&ht be o rttrtd by tbt UoHt4 Stat••· al• 
thou&ll lt ••J rttl co•pttitt.oo later rroa c:trta iA Japa~ttt pf'Oduc\e. 

201lt 
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SUk u<l f'Q'OI •ta•fla& b.u aleo ftu lop«l nptdlJ ctv..ri.q: Uat lut t .. ,.._,... ud *" 
1~ppltt• aoat or tbt rtq~tr.aeata tor kaltted &Dd •o••• atlk aad r~roa &oo4t. Tbt~ Uatted 

Stattl . .. not a lar~t tuppllt r of I &Dutaoturtd tllk or raJoD cooda tea J tltt aco. b~ tht 

dtYtlopa~t of tbt tOCal iaduatr.r b&l aa4t lt a t cttt&rJ for Brazil to !aport &rtattr quaa­

UUt t or rare rroa • blob th UD-ltM Shht baa b t att1ttd. Ia tbt 111$'1ort rl&t.lrta or lt21 

tllk 'ud f'a70A l.eport,t • er• olutM to&tt.ber. u4 dutla.& that , .. , tbtrt • t re S..,OrtN 

24,114 contoa of a!lk &D4 raroo raraa &Dd tbrea4t. ot • blob tbt VattN Stat .. ~lied &p­

proxiaatelr lOS . ta 1935 Ulert • •r• iaportM .0.000 cootoa or tUil r anaa, of • bleb tbt 

Uatttd Statea tupplteG 8.800 ooatoa or a ort tbu 201, aad 13,000 coatot or artificial atl ll 

J &rot of • blob tht Uotted Sta ttt •~ppl114 oolr 120 ooatoa. The obltf aourct of tupplJ or 

oatural aUk )'&till U It&lJ'. and rnnot auppll .. aoat. of th arUtiohl tilk. yarna . AD 

t •port,ut t trw prod:uot.a.c rayon rtrot 1D the Uolttd Stat .. baa recntlr tr-uererred a part or 

1\1 a&DUtactGrtac iote reata to Sao rauto. 1ra111 . 

WUh aU.k ouJur-e to lruU. eo.courq.td br Fede ral aid a.ad State &ruta. b alo• l,J 

&rode&. 1t h o.ot procreasiD& •• rapid.l7 aa the deaaad tor aUk aatertele. htDct i..,.ortt 

tbould. oo11t111~t to taortue tor toae tlae to coat . tn tbla line tbe Uait.ed States I&J' be 

a~l• to hold. itt· pretent poettloo, aod to ra7oo it ••1 bt poetlblt to l.,ro•t ita partlot­

patlon u 1ottot1•• telll.a.& etfortt on tbe part of ont ,of the larcer Altrtou prod~otrl b .. 

reaYlted to eoa t reoeot trp&Atioo or talet in thta prodYot. 

lulu l tslalpfl 

A reaarkablt obaoce hae taken plaoe to tb•·•o~rct of eupplr or ttwtoc aaobtoea. Rtf­

trt oot to tbe attaobtd tables • 111 tbow that to 1926 tbt Uo1tt4 Stattt tupplled approataately 

tOJ Of tbt total i aportl Of tbtlt &r\10111 aod. ttt&1Dtd. that pOil\100 ~otll 193. , YbtD it 

oootrlbuttd. oolr tll&bUr aort tb&A &01 or the \Ot·al . Io 1935 t•porta fro• Ce,rau,r wtrt 

alaott double tbOit or 1934; rro. Cu.a4a, • ere tht U.aea as hr&t dorlD& tbt precHla.c 

Jtar, whereas troa tbt United Stattl tbtf were ODlJ 50S &rtater. Ot tbt total of &9Pto•i­

aatelr 42 .500,000 or aewin& aacblott iaporttd, the Uolttd State~ aupplltd oal7 11.000.000. 

b'ott a nbat,a.otlal part of the MOO.OOO • orth broucbt 1D rro• CaAada Yltt eupplltd trOll 

C&Radiao branohea or Aaerlcan oooera.. 

Tbe tull ttt.at or \be oo.,etlttoo otttrtd br Gtraao7 •as Dot appartot fro• t he 1935 

11&•:•~. at tbe exittinc dlatribotio& oraaoizatloaa were oot to poeltioa to take ~11 ad­

nat&it or the aartr;et posa1bil1t1... Wltb tbt cr .. t tt ·faclllt1 .. ao• bollA& orte.-.d bJ 

Ct ra&A a&Dutaotvrere. both iD tbt rora or stockt ••a1lablt. \era f1D&D01D& &ad lower prlc••· 

Ctta&AJ' ie attadU)' iapr<~vto.& its potltloo a.od • Ul probabh' sb01r a fUrther lar&t hortate 

a.t t.he expenee or tht Uoittd Statea d¥r1nc 1936 . 

MlpptlltAt OUI 

ID &ddttioo to the tore,olo& t here are aaD.J othe r Utu bporttd hto lrull to wblcb 

tbt Uolttd Stat .. trade baa b,tto arttottd br co.p.etltloo fro. o'tber rorelp npplrlo& eauou 

or tbe do .. ttlo uoutacturla& 1Ddtatq. but •• tbt t·tlatioo or theu to tbe total or Aat r1-

cao ••ports to lrnU is less 1D n ,he. ao a.aalytla could oolr Mpba.tlu the coooluaiorLt let 

forth abOve . Tbtretort. oalJ a te• ot tbese bavt bttrL ttltottd at ra.odoa aa indicative or 

tht treBd.. 

.. 
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Lutlltrt. - lruUltll tttthUcs fors.trlJ olasstd all i~orte of l tatbt ra aa4 akin• 
u cl run vo4tr 1 th&ll a~uplo&. Durio.& 1926 tbttt wt r t 1• portt4 14. 600.000 of fortl p 
prodiucu \lDcltr ttllt lltadlDI, aost ot • bleb were lta\btrl . Ot thil t otal tbt Ub.U.ed St.a\ts 
t\lpplted t bout on~tblrd. or 11,577,000. It proud taonlo& aod d)'t~DI .. t hode DOW MPl 07td 
bJ thl clou ttlo- 1Dd\ll\tf, coupltd with the bl&htr prottoUoo 1\ 1a rtothh& a&alut fonlp 
cot ptU Uoo ha•t tblrplp reduced tbt quanti \its of itportt, wb1ob du.rh& 1938 r -s>rtlt a.t td 
onl7 1$~ or tbt wol\lat or 1926. .Ut.rtcu trade 1a ltatbert prao t4o&ll1 Otutd, alt bou&b 
dvrlo& li35 tbt rt wen ltporud. by Brazil fro• tbt U'nittd StatU app_roduttl f tiO.OOO, Of 
t\lrt . 

StoYet . .. Io lt2t lruU taportt4 t;prorlaattl)' $290,000 worth o f et o•••· ao" \_b.u.oa.t­
.. lt or •lt,tc~ •• r• broc&)at til rro. the Ulllttd Sta t••· OoauUo a&Outaot\1rt of oO&l 1\0'1 .. 
uct &&.1 "O"tl hi: c:art&lltd taporta &ad la 1935 \ltot t.ota l .. tvt of e-uob t.portl uo-ut iCS 
to oDlf 1$4.000. or t~ta total, tilt tr.nlttd Stat" evpplltd oalr _,pros~t..._l7 "'· ooo woru 
of atoYt-t ot•tt tba c.u ttoYea, a.acl as.ooo or , .. etO't'u. 

b Jlc.al lutrutatt. - l llb the arodc& popularltr or radlo. tbe d __ . 4 tor • u toal 
tattruuu bat cl• la41t4 to 1 1 ttl ~ at P t-at~ct . bctpt for au.to.aUo pta.Doe ud pboao&,..,.b.t 
tht Uolttd $\attJ ••• oot ~D 1 t • • 
ba .. t'llpplled Yt rJ liult ~o'":~:~r su,pplltr tna ltD Jtara •co. u d 1Q rt oeat 1••n " 
Statu vllued I t J43.eoo _ la 1~5• aon~u purcbutd GO auto.auo plaDOI t roa tbe Uo1ted: 

Phoaoarapbt • • I ft 1926 Aatrlcan aad b 
or tbt 14:20 ooo or 

1010 1 1 
t 'P 000&rtpha aocouattd tor approxi •at e l r 12$0.000 

• apor a aad 1144 000 t 
87 li3!1 total hportt or pt&oao,ra hs b d • 0 lht approxtut• ,l lto,OQ.O ot. reootd•~ 
Uatttd Stlttt tllpplltd oa ... thlrd P d 

1 
1 dtoliQtd to aoorox l•attlr 1;2.A.Q:OP .. of wbJob ,tbt 

tilt UDUtd Stattt tuppllt d app~~-: .. ,::or:• or recordt • •n talutd a t oalr 123, 000 ot wbicb 
' a.- tblrd , t be tbr1U.a.c• 1D our tradt• 1&. t.bt1' 

• 
ef 

Regraded Unclassified



• - • 

-- £9 

tt ... b&l b••• aort \baa ~~t~~ t.- crtat •ol .. t or radio rt ot l•tac ttt t , eo.1 ot 

• "cb alao b•• U t p~OIIOP'IIPb a\tao .... t . Hntnr, Ut l o.a 'u the .01-. or ~1••• ,.,._.. 
doot 1~ recorda 1• alto trao.abl t to' t•• ~~ ... alt.-Job ba•• ~~ -.dt i a tbt looal pro­

duotioa or tb••• witbla the oooatr.r. 

Stttl Cutltrr. - l.,ortt ha•• btto atrlo~tlJ dtalaitbtd ~7 tbt r _,1d .spaat~oa wbloh 

11-a.s ooc.arrttcl l ,D loca l prodvoUoa, - tht. d.oHDI Mlq: troe 1638,000 kilot 1D a2e, Y&h .S 

a t approd- ttlJ' 1 1.400.000, to 112,000 Ulot la lS.SS, •t.he4 at ~rod.aattlJ' 14910,000. 

Wber· .. • h tbt toner JMt tbe UoUecl St at .. '""lied eppro.daahl.J 1220 .000 of tht tot&l · 

acd • • • ltcoact oolr to Ctr8any • blob eupplh4 f790,000 , l..,ort.t froa tbt Ualted Stat .. h. 

1935 wtrt •alue4 a t oo.l7 ~.ooo. coiQ)arK • U.b CtratAJ 't f400,000. 

Rotla &Dd Tur,4Dtlat . - 11th tbt crowth of tht oottoa tted oll ladu.tr,r. tblt product 

baa btto tvbatltuttd tor rosia 1a a au.btr ot aoap ... otaotariaa p1aata . Ae a r t tGlt. ~ 

porta or roaiD whlotl prt•loullt uo ... att4 to bttwttn 15.000 ud 20.000 tou per Jtar. reu 

t o the lo• tipre. ot 8. 7.0 tone 1D 193~. AI praot1c&l1)' a ll or th11 oo.041t7 h eupplltd. 

b7 tbt Utlttd Stat••· tht abr1Dk&&t 1.a. •olut ud 't'alOt baa • oat .. r1ou17 atrtotH our 

coutrot. Ia t traa or ooatQ. the ••la• ot 1$36 t..por\a n.a al.tloat t.aao\17 Jaalt U a t of 

1926, hit 1a t traa ot dollara tbt dtcllat . .. t ro. 12,810,000 to fOQO,OOO. 

AD acouratt co.parieoo of tbt ex tent ot ttlt Brazlllu aarktt tor tu~atine ~in& 1926 

ud 1"' 1a a.ot poaa lhlt n·•· \bt ott1c1al etaUatioa o f 1.,.ort.a . Ooriq the to,..er 7t ar 

lruU lalportt4 1,021 •ttt'lo toM of turpt at1Dt aa4 ...tNKU•t•a ••hM at appro:al.aat t l.J' 

f$7'5 ,000, praot1call7 al l Of ftlob out frott \bt lhl1t4WS • ..._ . O.r~ l t» i.apt.t to...._. ' 

ot turpeatUt uO\\D\K to 802 at\f·lo t one .-ahtd at approal •attl)' 1110. 000 or wblob tbt 

Uolttd Stattl euppl1td t715,000, 'Out a new ol ... UioaUoo Md btta tddt 4 to * tl&UI'It ot 

~orta - "Other dl11ohenb ..S plutio aat.ttialt" - tlblob pro~l7 t.wMidM turpnuae 

aubstttot.. . 'fotd 111porta u dtr tb.ia hta.c11ac ~1414 to 1 , 181 toM Yalu.td. M tz;Oe,OOO, 

of wbloh tbt UD1ttd Statts suppl14WS 1 195.000 . Mt'ftrtht l t aa. oa.pariaoa of &a.rlcaa a latia­

tlca ot tJ»Orta to Brazil tor tho t wo Jtara atotloa~ abowa a aubataatlal rtduotloo ia tht 

quanuu .. of turptaUa.t DOW au,pplltd t·O 8iad1 b7 t b t Uolted Sta t " . 

Scalta. - a-, auperlor aarkt tla&' taotuu .. aD4 tht •a.rUt7 of tnt• ott• r-. tht 

UD1ttd. Sta t M hll# Mto able to t.,ro..-. It• : t l a th• po.tUoa .. a nppllt r of aoalH to 

8rull . TtD J tftl a&o BrazU 11lPQttt<l S$7.000 klloe of aca1 .. n1ud at. 2.~ ooatoe, or 

approxtaattly 1235,000 . or tbta total Yal~t. Otr.aAJ •VPP11t4 172,000 aa<l tbt Ua1tt4 Statts 

S~3.000. In 1935. tota.1 iaporh aaouoted to lO'T.OOO" 'Uloe. Ya1Md a t. 1, 4"71 coD'toa. or apo­

pro:aiaatt1r S88,000, of which th• Uoft·td Stat .. npplle4 a UP,tlJ' eo.r• tbaa 130.000. 

Toole &Dd Uteoa1 11. - eo.ettio a&Au taotore of aaAJ a rt.tolee o1&1tt4 tDdtr thla h tad-

1D& baa locrtastd eubetaotlall)', takto& cart or a part ot tbe d .. &ad tor carpeatera• aad 

a.abUio toola or aillplt aaAu.raotur• . wbtcb bu 'OttD fittltoted 1D • Molt .. of i tl!port.a . 

Up to 1t21 there •tre ioolu4t4 io t h l a &roup aoch tt ... aa boa. , eboY•l a , pt~•• tAd tlai­

l ar toola. • bleb aobaequt otlr •tr• eeparatt1)' ola8a1tled., wlliob U»lalu ia part \ll.t .,.._,...t 

abafll' d eolhe to tbt tl&ores ill tbt attacbtd tabl• . Wtnrt.btl .. a . 1a tbne cra-pe O .t 

Uatted Statts• parllotpat.loa ta d~iDlDC to r t l attoa. to oo.pttltora . 

Ae•rlgy Ia4a U5l lruUty IM»etQ 

Waoura ctario& or • &AJ artlolea or ceoeral oooa-.ptloo ... oatrled. oa darlal tht ..,i re 

pe riod. aod turtber tapatu. to de•~lopeeat ••• &1••• b)' tbt tlrat cue t ... tariff acta ot 

• 
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' 

1., ncl .. t ax-tll ... McaM a troa-" Nt.Ml.t..Ned.. 
"'' earlJ repgbU.e&a , .. ,.. SoM ~·::, w:rld tar tbat • broed PP&Uloa oonrNd . S1aot 
"' 1, ..-u oot .. ul Uit ntbrMk 

0 
h iD tbt ru&t ot arUolt• pro4w.Hd. Pel 1a tbt t .. dt , , •• u •• bOt Ulat u .. t.kt" tltJ btto • • · 

qauUtJ ud q_uUtJ or '* '· 
, dt...O.d •• p~.Jtob&liDI pon t arowa • ...- tht P~rt 

ttl• rare• or U1t addJtloa.al coatut 
1 1 

tocetllt r e lttl tht txl•t .. ot ot ra• -.... 
\ •• protUUlt eattrpr •• .... _ t ' •·-of u,plt.al tor te•tll .. t .- . t HltU'ftlr l.OW ...... ud -. a h -.at -•• of U:11lt4 ..orllMA a terlal a, • ,nat t t •~...- l I ucS nalth t l thlo t:b!t t..t41at. Yiot.alt,- ot t rati .. of popt a t 00 

Ua.tre t t t htt YJ tM" 1 · $1.0 tatdo ud t.bt rtdt ral Dietriot, tN Ublr to \~t two l t r&tt\ lodat\rlt l GtD\ert, 
litlt a t\lrtb., ta:paotlOD iD doauUo .uutactniDC· 

f t
urlaa uJ &1M l.oflutiOt tb1t denlopetat. bu wUb , ip !ll .. tt.fD\1 11 a&l:l\1 tO ............ f te .•• ore . r taUoD ucl rtttrlcttou ...... , lM 0 • ra-... 

\1141 Madl"P or t a:cW&t dtp to t ••••tal Jt&rw tlt l.ltlo• ot rorelp oq i tal U. aot w to,.1p U.,.t ,o re. doria& tte 1.. ... 1\1--..- polUtca.l attutloa &Dd the OfiP'cl p4 eH it tb ue:ertlla,h• ot '-"' . _.....--.. u,.lJ • • • .. rd 01 tau.tloa it 1• ,on lbh t.Ut Ula a1arattoa • 111 etreet oo ••rolo&l of 'be &t"'1r1AI • • • ....... 1 -• 1 i 
I \. I .. rkttl 1D Brazil tor produot1 wbi ob ar. - AC -• ou bt eacoun&td . To Mil'• a • r 

I 11 .. ot tbt Go•trueat or • bleb c u oalJ ... t tor.tp oo.-Utloa "' \U tarltt ptottot oa po c., t -• ... 11.1. erull ••• .t.atricu uoutaoturt ra are a leo t-.1a& it U • •utachtred or procu • • 
aduatqtou to tttort. to doat.stlo -..vtaoturt.G& or t1Dlabt_... 

11u tilt &rnu. or doettUe eu.•ractorlA& a.Dd crNter c.o..-uuoo aaooa tb••• taot.ort .. . 
, u .. uoe~ n:Jt 1M , ,.,., to .rttcltaoJ 11 ~ratioa • llle-b t t&nld. rnor equt.pMat wU.Ja l artt 
capacu

1 ud Ybleb requlru ltU 11.11\Lil lt.bor - a dntlOPit Dt rroa • biob AMr1oaa toola aa4 
ildMtrial foelU.lpMat Nould btDtt1t. 

'at Ua.lt. .. St..'u U.S beea Ult 11 U1t put to • tata lo a prtcloalAUt poaltlOD 1D lt1t 
l raltllu M rltt 1at&tl.J bJ •lrhe of 1\t COIIPirathe ad'llatact i.D auppl J ioa nob n:• Mbrl­
ah u4: aM1....aa\1ftc turt4 eo.-ocS1tltl t1 w'httt, •heat nov.r. r ·naua . n l pbur, ... petroh• 
,rOd•ctt . 'l'ht aUfUa& of l ruu '• p~o~rchattl or t.bb tJPt or prochlct t,o aele;lllbor,.-. So•M 
... tiel .. couotrtu. oc~rrh& at a HH t bta Aaerioa.o MA\Jtaotured prod\lo\1 ...... tuc ia­
creul&&ly "'"' oo .. tUlon t roa t• • 114Utt1.al iztd. uUou ot .. M.ta. i.a 
» M cuu. •U•lued b7 tonro"at&.l 1att t'lttat1oo-bu t t Ct D.\lJ reaul t ed t,a t.b.e -CU. .... 
p1toOMMt of tb UIIUtcl $t..tta bJ Ge,...., u t~t pri.Dclpal "Wll• r ot I,.,Ul •a illforM . 

Meot1o11 bu bttn ndt of lruU 'I efforts to d1Ytt11t'J t &rlcultural eqorta lo otd.tr 
to reduct d.tptACitOQt \lpcD eorree u tilt aal n tcurct o f torti&a exchuct . Tbe oouot.ry h .. 
btu tueceaa t~o~J t n dt•tlopin' a ltr&tr t lQ)ort aurplus or cotton and by-prod·~o~ot.a. troua 
••u• . tre1A rrtol\1, ••&ttabh oua, btdn ud t kioa, U4 ri<:t . In. ord.er to keep OJpe.n. tbe 
Europeu qrlttt for t~t IOat o f th.nt products, Bruu bu ut.tred. 1Dto .-a rlou ·~ua­
\OfJ • trace .~.&rttat=t• iQ ·~tch \lit n h t of BruU ' a uporta to a e-oo\tJ 1• balu* 
l&t iaat U.t n h t Of itporu !rca U:.t ..... COl;Q\'7, Ctt'UA t:q»orta to ln&U &leO Mn bHil 
tuored by tb.t Ctrau ''' ' t , 1 • •• 0 u <:buce Mll:1polat1oa ud txport a ubaldt ... a1aoe t.b.e "X•• M or !oretco tr&dt eontrol wu p;t tn\o tfttct b t c: Ot.UI, ry !tat lliCruet d It '1 CttMDJ iO tbt av.t- ol lfrl4. Ua • partlclpauoa ia lr&lil 'a 1 ) chartae tbt yurt 1DJ l-l9iJ4 to . ..,Ort trade rroa 11 . ~ PHoeet f•"~ aootllt o r 1936, ~0. 4 perctat ta 193:5 ud to 23 percea.t d.uU._.: U.. tt.ret aiM' 
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to 

l bt Dtnr lrutltu eqorta to c .,..., t·ee4 to eao..C ,.rob.NM t rw C.rua,r, U t pro­
ot•d• of tbt uport nrplu ar t ..,o•ulatM 1a o......, 1• tbt tor. ot blooii:M orMi ta e) l ob 
c aD oalr b t uatd tor tbt pa.robut or CtrMA .. robaadl lt. At 1t t a aot t a U t .latt rnt of tbe 
l rulUU OonrutDt to aalat&la • •• ,,. omu of tbll 11114, tb.,.. bu bHo • tt.a4UOJ tor 
Ooreraato~oatrolle4 ooapul tt (auob •• tbt ratt ..,, ud tbt ltAk of l raztl) to41•trt their 
p~o~rollutt to Qera&Q" to ord.er to llq~,ald.ttt tbt ov.ta tudto.& ore41tl . At a oooa~u.tDOt, the 
raUwar• but udt aubttuU al pu.robuta ot Ct.,.,. ooal ud rollta& a took, tbe la.U or 
aruU aod Oonra ... nt departauta a rt UlDI aort Otrau offiot tqul,.tCLt , ud ConnatU.­
owud ilduttrhl han boucht Ce raa.o aaobiAtf'J ud topfllla . Ia all ot t.b••• liua tbt C.r•ao 
&coda ooapt\ t dirtotlJ • Ub twe• of aerohu4bt ot ntob tbt Uai t K S,.a t ea hu ta tbt put 
bt tD tbt prlaolpal a~lltr. 

Japu• • • ~rUo1paUoa ia t.h• lru.Uiu u rlle \ i a abo horMala.& r-.1417. &lthoQ&b th• 
Japu••• ahare of n • total t o a \.1.11 -.all. kiq M17 0 .10 puo• at 1a 1.8S5 ud l.Olpno•at 
ftrtq tbe tlrt\ IU aoatU Of 193e:. Sblpplq: a•rtiOM bet• ... lru.ll ud JIPU U<rl tteo 
.._,ro-.M. ao4 tb• Japu."• are 4e"roU.q; .,.o1&1 &\tMtioa lo Ml&r&1ac tUir plltoU..n 1a 
I raan . A• o••tl7 o-.rot&l ai.Hlou un bMa u oMqM Mt .... U • t .a ooutriM. 
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DEPARTl-!E!lT OF STAT<: 

FOR T!!E P~SS JAIIU/>..RY 14, 1939 
No . 16 

Tl.e President has lnvJ.tcd the !Unleter for Foreign 
Affnlre of tl~e Re:mbllc of Brazil to viol t Washington 
curly in F<Jbruary ns the ~ost of the Unltod Stntee Gov­
ernme nt l n order tha t verlous quo&tlon" or common l n­
t~ros t to tl~o two Government a may bo diocusood. 

Til~ following ie tho text of c tolcgrot.~ addressed by 
the Prctldcr•t to the Prcoldont of Brnz11 on Janunry 9 : 

THE 'IlliTE HOUSE 
lfASHIIIGTON 

January 9, 1939 

Hlo Excellency 
Gotullo Var:;aE 

Prosidont of the Ut~1tod Stntoo of Brazil, 
Rlo de Jonolro, Brt<tll. 

Thoro h~vo arleen durin~ recent montho varlouo 
quostlone of grol\t l •'r>ortonoo i n .:h1o:~ our two Gov- .. 
ornnonto nr c c-quclly intorootod. It wnuld be pnr-
tloularly grnt1f~1ng 1f thooo matte r s could bo dio-
oussod in direct converontlono botwoon hi gh offiotnlc 
of our respact1ve Governments in that frRnk nnd 
friendly manner nnd in thnt o~lrlt of mutunl holp-
t'ulncos which fortuno.tely 1\1'0 trnc!.l tlono.l in tho 1'0-
lrtlonc bat, .. een Brazil end tho United Statco . For 
this purpose I no oxtondlng throubh Your Excellency 
nr. i:wltntlon to your <Uatingu1ohed ~!1n1stor fo r 
For o1gn Affnlrs, Dr. Oownldo Aronhn, to v1o1t Wneh-
1ngt on ~~~ the ~Jest of this Govern~ent . If 1t is n~ec­
nblc t o Your Exccllonoy ond convon1cnt for hlo, I 
would eug3ert til.•.t tho v1e1t to!te plnco no Goon no 
possible n fter tho flrRt or Fobruory. I hope very 
~.uo!1 tLct it "'",Y be ponc1blo !'lr yo•Jr •:1n1ntor to 
nocopt thln 1nv1tr.t1on nnd to vioit Wr\shlngton 
whore be gn 1r.ed so c nny fr lends during hie ne:rv l oo 
ns your Amb~ssndor t o this o8pito.l, nnd whore it 
would give me nnd tho monbors of c1y Govornl'lont t ho 
grootost plcos'..lrc to >~olcor.lo h1t~ . 

Plensc nccopt tho nssurnnoeo o f ny highest oon­
olderntlon, together with the oxpresA1on of my warm 
porsonnl r ognrd . 

FR.'U'iKLI!l D. ::\OCSEVELT 

Tho President r ooelvod on Jonuory 13 the f ollowing 
tolcgr no rroo President Vnrgoe 1ntore1ng tho Prcs1~ent that 
t~o Bro~111nn hlnietor f or Foreign Aftn1ro woo plooood t o 
noocpt tho 1nv1tati'ln or t ho Government of t ho United 
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lila Excol lenoy 
Mr. Franklin Rnosovelt, 

Rio de J nno 1ro, 
Jnnunry 13, 1939. 

94 

Proo1dont ~t the Ro~ubl1c of tho 
United Bt ntoo ot Aocr1co, 

Wnoh1ngton, D. C. 

I derived grent plcnauro troo Your Exeollcnoy 1 s 
toloarao from tho 9th 1notnnt, As Your Excellency 
rightly recalls, cnnporntion nt their Governnonts 
in tho solution of c •.• ntinentnl and intornot1onlll 
pr olllooA 1o n -olensirocr tradition in t ito lite of our 
n, tl">nS . Hr lOS!> v~.lunble l\.nd dose rvir.g nr wclcooo 
will be ?ur dociaion, in this ern of contusion, nnl­
nntoJ by tho &a."le spirit '>f eoopcrnt inn, tn soo!t the 
~aJustrucnt o f nn~ pr ob!oco , ovon internal onco, which 
llC\Y old :iil•octly eor indi r ectly ir. t:1c ronff1r mntion 
of t his frlondnhlp 'Jld nf tho lntordcpendoncc of the 
1ntorosts of o~r notions . T~is will ~~so be true in 
this now ::toot int; whl'il' Your Excollcnc)' pro!)Oses be­
tween the ltlnlster o. Forelcn !lolnt1ono , t<r. Oswnldo 
Ara nlln , nnd O?tlo coo,bors ot' your Go•tcl•nr.ont , l~y Gov­
ernrJont thnnks ynu for tho kind wor J tn(l o f tho 1nv1 ta­
t1on and Minister Arrcnhn will toke ouch plcnsur o in 
vioitln& !fr.ohingt on onrly ln February. I suggest, 
ocroly ns n prncticnl oonsure t or tho study of t ho 
probloca in quost1on, tht\t tho Eobnos:· ct the United 
Btntos of AtJor i on at Rio do J rmo1ro furnish oo as 
soon cia P"BO i Ole wi tll C\tl outline of thOtl, 80 as to 
cnnb\o co t n o~neult r.y nssiotants and instruct 
the !!1nistcr l'>f F" r oie;n R.clnti'>nR l n ouch n way ao 
t o ooot Y~ur Exocllonoy 'a w1ni1os. It wna pnrtiou­
larly plcn~ing t o oo tn hoar tr~o Y~ur Exocll oncy 
suo):') flnttorinf< rcferoncca t o the uioaion whi ch 
!~r . Ar~.nhn pcrfnrocd thoro ns uy Aobnsondor. I pro­
sent to Y"ur Excollonoy tho nseurnncos of cy high 
cons1dcrnt1on nn~ boa you t o believe in cy scnt1conte 
ot npproo1ntlon and oordinl osteon. 

GETULIO VIIRGAB. 
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~u Oo••~' bolle'l'oa that IUI1uter Araballa eboul.d be 

prepared W dUOI.IOI SA da\aU ell a1p00\1 of tho wl~Jootl SA· 

eluded 1n tbo oo._1c1Uan wbiob ISAutor Bouaa Co1ta act w 
Soore\1'1'7 llorcctbau an Oooollbor 2, 19,11. 

lt 11 our t.pro1a1oD that t hole 11.1bJoot1 fall into throe 

cenoral but ol o1ol7 related II'Oilpl. 

Group I. 8top1 contol!platod by the BrnUt.an Oovom•ent 

w olln1ato the ox1at1Dg uoh:meo pol1t1on. 8pec1t1c action 

which t h u Oovornaont could t " lto to ulin tho BraaUt.an 

Oovol'DIIent SA cl .. rSAc up tho ox1at 1n1 uroar1. 

Oro1.1p II. Stopa cont .. plated by tbo BraaUt.an Oovom_, 

to oatabliah a Cent r al BanltJ an oatt.ato of the a.ount or 

ruervu 1n cold, for o1cD oxchan1o or t ho equ inlent which tho 

Central Bank would require, either SA tho tor• of Centrlll Bank 

rutrY81 or a 1tab1lbat1an fund. l ethodl b7 whi ch the 

Br aail iAD OOYti'Dment plana to create and ma1nta1n tboae ro1ervoo. 

6peo1tic a ction obion thil Oo•ernaent •icht take t o help create 

1aaod1ato reeerYal or to a1alat 1n tho eradual achio•e.ent of 

the d ealrod obJectl•••• 1noludinc •cthodl proYi<llnc f or oon­

tSAuSAg ooopon U on between tho t- traalllrlol. 

GI'Oilp III. Tho lone ranee deYalopaent procr .. of the 

Braa111an Qoyorn.ont. Batt..to ot aaounta of torotln .. teriall 

wbiob •111 bo required t o oar'1'7 o1.1t t hil procr••• Estimate of 

t he etteot on tho BraaU1an balanoo of p11y•ont 1 poait1on. Pro­

poiOd .. , boda of finanoSAc puroh .... of tordCD •teriall. It 

11 IIDdorltood that tho oontelll)lated •ethodl are t hoae Cl1ob 

• .. -
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wulA un taao a.llon ..._. .. -. _... • ua. od~ 

poeU!Aa of taae aUHu • .,..ttla an!Aa IIILle taau Ocrr­

_, •1P' , ... w tuUltno \be dnel.o .... of \bla poe,.. 

Ia ordol' tol' tbla Ocnr_, 'o bayo a --.ple\o .-..._ 

o\IID4Sac of taaooo pi'Obl_., \lao "el- of pq-u pod'!Aa 

fOI' 19)9 •d .. aiAC )' .. 1'8 &ollld "• 'bei'O'•tbl)' 41HQ .. ed a a 

..U u \lao •Uolpa\ed offona of \be pNpoeed -I'M • 
tatlal'. ,. ..... 

!!IS. Ocnra~\ ..Sero'-tda 'l:la\ Sa Ol'du \o oaft'J' ou' 

\lao •ntoua aapona of a ao~~pnb .. lYo pi'Opaa, larca -'• 

of _.,. •W ba't'O \o Ito _,.U.U,ed lo..U,. hi' GMplo, 

a lODC•I'NliO don1op8a\ PI'OII'aa wUl doWIUo .. requ1Pa lai'CO 

npcdUuaa for 1ooe1 •tartala aad lallol'e l\ -ld "• do­

drula \o bno SntoruU• oo 'o \lao M\bodo propoaed liT \be 

BnoUua Ocnran_, \o tSacoo botta \be odoi'DU IID4 Sa\omal.· 

portlou of \be procr .. booaaoo ot \taell' JoSa\ ottaft. Oil \be 

budcahl')' .-4 coYor-'el Sad•\odDoao podUoa of \bo 'lraoUta 

o. .. ~. 

' 
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~r: Hello. 

Jsnuary 18, 19~9. 
5: 1~ p.m. 

~03 

Operator: Dr. Fele. Go ahead . 

'!I !Jr: 
Her bert 
Fe le: 

Hl!Jr: 

F: 

":jJr: 

F: 

:-::!Jr : 

F: 

F: 

Ht.:Jr : 

F: 

F': 

F' : 

~:J!Jr : 

F: 

Hl'.Jr: 

F: 

l'.t:Jr : 

Hello. 

Hello , Henry. 

How ' s the Sout h American expert? 

Still emong the eurv1vore. 

Amongst t he -- I see. 

What 7 

~ere you spied on? 

I can't -- was I ep1ed on? 

Yes. . 
Yes, but n:> t by the people of the -- tha t ••er e written 
about 1n the ~rees . ... 
I see . You bed l i t t le spec i a l spies a ll your own. 

Oh, I was one of the f avorite subJects of observa tion. 

I s ee . Y~u called today. 

I did . Look, first, Pbout those t wo documents 1n which 
you were i nterested. HPe Archie reported t o you? 

Yes. 

Now I have gotten ahold of the one copy t hat exists 
1n the department of the memo of our talk with callet. 

Yes. 

Do you 

I can have a copy ot 1t? Was 1t that cont1dent1al7 

Walt -- walt Jus t a minute . I ' ll ha ve a. l ook a t 1t 
myaelt. 

Yo u don 't have to read 1t now. I want 
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F: 

i!!IJr: 

F: 

H::Jr: 

F: 

'i' • .J t' : 

F: 

F: 

;;, :Jr: 

F: 

;;::Jr: 

F: 

F: 

u::sr : 

F: 

F: 

- 2 - 104 

Stanley ?.ornbeck appears t o have done it. Ah --

I think 1t w~uld be sate t o give it to the Secretary 
ot the Treasury. 

I 'll get over t o you whA t -- whPt I have here. 

Right. 

This 1s the only t h ins which I could find. There was -­
y~u know all the eubetanoe. 

Yes , but I-- having read i he ~hole cabl e, it ' s eo 
i m,,:>rtant I v·anted eo•aet >l ing on it to --

All right. 

Close i t out. 

Al l right.. I Just. -- n:>r ::>n t he ara~11 thinS, ;:ou 've 
g:>t ten t hat co ,y . 

I've got that. 

Right. !lo,.,, on the whole Aranha neg::>tia tion -- ah -­
unfortufl!'.tely fol' eyselr, I t hink I ' 11 have to t ake on, 
e t l eas t temp:>rarily, the Job of c ::>ordinetion a s be- ' 
t ween , at any rate , ourselves and T.A., and IM~ort-Ex­
port Ban,c I t h ink sooet1.ne 1t you can find time t o 
t a lk ¥11t h ll!e about lt, it •. li gh t t oo be useful --

\'ell 

So tha t not to erose wiree and the r est. 

'' ell, I had in here yes terday, and I gave· him 
a copy of r hat •e ~ropJee t , t ake u? , a nd Eent one to 
Jeeee J?nes, strict~v conf1dent1al, i n order t o keep 
them posted. ;;ello? 

Yeah 

And he asked me whA t the Treasury ~anted to do, eee? 
So if you wanted t ::> t ake ::>n t he Treasury also , anO be­
tt~een t he St&te De .'lflrtment and the Treasury, why 1t 
••~ uld be mos t 8greeabl e to me. 

Indeed I don't. Whf< t I Yl&nt t o do 1e to --

Vlell, I expect - -
• 

Before Aranha arr ives 
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:.r:'Jr: 

F: 

F: 

!I;;Jr: 

F: 

r:.:Jr: 

F: 

F: 

F' : 

r: 

<~::.rr : 

F: 

- 3 - :.os 
~en Aranha comes ~ver her e ~na I see h1c, I ' m -- I'm 
g~ing to ask the State Department to have somebody here . 

All r i ght. That' s -- tha t I ' d l ike . 

See? 

But before he comes --

Oh, v:e 've got t o sltdown , th~ t. ' s all . 

''le better get thls thing ;1retty completely ..Or ked out. 

Absolutely . 

And th~t's whe t I wanted to suggest to y~u when y~u ge t 
t1ce. 

Yes. 

:•o .. in addition to tha t, t here are va r ious other mR t ­
t er s thet I thi nk you would be intereste~ to teL~ about 
~gain .. hen you eet time. 

I ' t1 go i ng to be here t h18 "eekend. I ' tl give you a 
r ing. 

All right. V/111 you? · 

Thank you. 

G~~d bye . 

Goo~ bye . 

Good bye . 

... 
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'rot f l. c !i(f lo: 
4: Itt. Rliiti 
1 L!r . LoebheaA. t!( ,;,<, 

t'i!Oih JJr , Gaston 

January 29 , 1939. 

The Secretary requests that each one ot you reaA. 

tbase Rio cables and be prepared to discuss tie> with IWa 

as soon as possible after l!J', Tqlor•s return. 

~OS 

... 

• 
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OA 

secretary of State 

Washington 

281 January 24 1 5 p. m. 

107 

Gray 

RIO DE JANEIRO 

Dated January 24, 1939 

Rec'd 6 p. m. 

Department's 20, January 20, 7 p . m. 

(A) Of'icial figures : $6, 0001 000 . In addition estimat­

ed G4 , 500, 000 for unsold stocks of United States ori gin. 

Also ~2 ,500,000 which is an estimate of needs in EXcess of 

dai ly quotas over and above limits establ ished by the bank 

nnd vthi ch companhs operati ng on the basis of daily quotas 

allege represents a legitimate cl aim. Total 013 1 000 1 000. 

(The estimate given above for needs in txccss of daily 

quotas would undoubtedly be contested by the Bank of Brazil 

Ylhich uould claim thnt this amount has already been absorbed 

1n past remittances by the compani es involved. ) 

(B) The Director of Ex6hangc is unabl e to ansrtEr the 

Department's question. ~: c points out that the amount of 

outstanding contracts ~hich have been i soucd and which havt 

not yet matured vari es from day to day in accordance uith 

maturities and ncn contracts i ssued. 

I venture to point out that the amount of the outstand­

i ng cont r acts appcqrs to b e r elati vely uni mportant as 

rcgurdo 

' 
' 
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rEgards thE discussions nith ArnnhaJ If lilt agrtcmEnt is 

arrivtd at rEsulting in tht supply of adtquatE £Xchangt 

for futurE imports , I am convinctd that AmErican Export t r s 

l'lill not push for immtdia.tt payment of thE ,outs t anding 

contracts. ThtsE contracts art bting liquida tEd promptly 

on maturity by tht Bank of Brazil and tbt Embassy has no 

rtoaon to ftnr that this prnct1cc tlill bt di~continutd, 

(C) Although no oft'i oiol d ivision along ccrunodity 

lines is availablE, follOI':ing io lln unof £'1cial rstim::~tt 

of tht position of thE AmErican oil companiEs : (onE) 

arrtnrs of ExchangE for oil of Unittd StatEo origin for 

v:hioh no contracts hc.vE bEtn i ssuEd; txcluDiVE of stocks 

'735, 000 (t11o) arrEarn on stocks of UnitEd StatEs ori gi n 

~3 ,000,000 (thrEE) arrEars on oil importEd by AmErican 

compRni Es from countriEs other than t'le UnitEd Sta tcs; 

Exclusive of stocks ~9SO ,OOO (four) arrears on stocks 

importEd by Amoriean companies from countriEs othEr tbnn 

the UnitEd Statts $2 , 400 1 000 this figurE i" in addition to 

thE ~4 , 500 1000 for unsold stocks given in (a) . 

EQti_mpte of runount of tarnings of AmErican corporat­

ions in Brazil r~hich might bt transferrEd to the UnitEd 

Stotts 1f Exehangt could bE stcured ·:.1o,ooo,ooo. 

Comr.l tt £ £Xcbr.ngt r tport cmbracihg all th£ points 
' 

covered in this ttltgr::~m and Expanding thtrton uill bE scnt 

to the DEportment by nir mnil leaving hEr£ January 28th. 

SCOT'!' Ell 

, 

.. 

Regraded Unclassified



} . 
.. 

---:-_ ... - , 

: --- • 

Regraded Unclassified



PAlW'BIWII OJ' UL&O!Wt RIOEIVKD 

FROK: .American m.ibuay, Rio de Janeiro 

DATI:: January 34 , l p.m., 1939 

NO.: 37 

8TRIOTLY OONJ'IDENTIAL 

Department' s 31 of January 31, 1 p.m. 

The following information has been given the Embassy 

by the Director of Exchange of the Ban.lt of Brazil in 

strict conf1dsnce with the understanding that the source 

should not be divulged: 

(a) No important changes in the Brazilian exchange 

control are in contemplation; 

(b) The income from the present 3 percent tax is 

included in the income from taxes on exchange operations; 

(c) I am informed by the Director of Exchange that 

i t is unnecessary to increase the existing taxes on ex­

change operations 1n order to reach the 350,000 conto 

yearly figure which the five-year plan specifies. The 

Director states that the six peroent tax on remittances 

other than import bills, the existing three percent tax 

on imports bills, and the preeent profit on exchange 

operations are suffi cient for this purpose; 

(d) The exchange tax proceeds will be wholly in 

milreie; 

(e) lD accor dance with the needs of the Government, 

the 

.. 
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the proceeds of this tax may be spent pa.rti&lly in Brasil 

or partially abroad; 

(f) National Treasury obligations will be issued 

wholly i n Brasil 1 and it ie not (repeat not) contemplated 

to use them ae payment for debts, such as the funding 

of overdue exchange debts, outside of Brazil. 

Being unaware that the Embassy was given the above 

information by the Bank of Brazil , Aranha, who claims 

authorship of the f ive-year plan, appeared very reluctant 

to disclose any informati on regarding it and stated that 

t he Government, to avoid speculation in Brazil, desires 

to keep this matter strict ly conf i dential for the time 

·oeing. Aranha added that no decis ion has been arrived 

a t in connection with points a, b and o of the Department's 

telegram under reference and that until be dieousses all 

aspects of this matter i n Washington, no decision will be 

taken. 

Aranha's remarks with respect to d and f accord wi th 

the statements of the Di rect or of Exchange. 

He explained regarding e t hat althou.gh over on&-h&lf 

of the proceeds of the new t axes of all kinde are allo­

cated to the Kin is try of J'inance for 1939 , the proceeds 

will i n faot be devoted largely to the payment of contracts 

for 

.. 
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tor arm1aant1, &lid that in order to oonoe&l the D&ture of 

these expenditures the allocation of the credit wae m&da 

to the Ministry of Jtll&llca. 

He &d4ad that Brazil will export annUAlly six tone 

ot gold which ia the present production, in accordance 

with thia plan. The Goverl\lllant, however, baa taken steps 

to increue ita gold production &lid ia very confidant 

that it oan augaent it to at least nine tone by making 
to miners 

ava1lable/equ1praent to iapron the efficiency of placer 

mining. 

It is the dertnite intention of the Government, i.ranha 

added, to maintain a balanced ordinary budget during the 

Ute of the f ive-year plan. He explained that, in view 

ot the tact that experience has shown that t he Brazilian 

national revenue inoreaeee from ten to t welve percent 

normally eaoh year, the burden on the nation of the plan 

will not be u heavy u the figures appear to indicate. 

The promulgation of this plan i .e in line w1 th the 

atatement &&de on Iov811ber 10 laet by Preeldent Vargas. 

It haa a political eignifioanoe of couree. The accusation 

moet frequently made against Praaldant Vargu by hie 

detractors baa been that he ie an inferior administrator. 

It would appear that this plan baa been conceived in order 

to diepel thie accusation. The publication of the plan &t 

thia time, although it baa been under atud)- for eneral 

months, 

• 
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aonthe, wae undoubtedly ti•d 10 u to oo1no1d8 with the 

departure yeeterda¥ of the K1ni•ter of Jin&noe to oonter 

at KonteT1deo with the Kin1etere of rtnanoe of Argentina, 

Uruguay and P&ragu~~¥, u well u the approaoh1ng depar­

tu.re of Ar&nh& tor 'f&ahington. 
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REB 

A;.:Ell BASSY 

TELEGIWI SE!fl' 

GRAY 

Januarr 21 , 1939 , 

l p, m, 

RIO DE JANEIRO (BRAZIL) 

21 

Your 20 , 

! 13 

Please secure all possible addi tional information 

f rom Brazilian Government on the f ollowing points: 

(a) In connection with this new l al'l or otherwise , is thE 

Brazili an Gover nment contemplatinG any important change 

in its cxcbanet control arrangEments , (b) Docs the 

income from taxes on exchange OJ;trations include income 

from the present 3 percent tax, (c) Has decision been 

rEached as to the form of the taxes to bt crtattd on 

exchange operation, (d) Is i t possible to know whether 

the pr oceeds of ~uch exchang E t ax wi ll bc wholly in 

m1lre1s or partly or wholly 1n f orc1gn currcncies . (e) I s 

i t contemplated that thc proctcds of t he tax arc to be 

spcnt wholly in Brazil or partly t or purchases or remit­

tances abroad . In this connection, Department observes 

that over lull.f of the procEEds of the new taxts of all 

kinds 

.. 
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REB 

2-#21 , To Rio , Jan. 2l,lp. m. 

kinds art allocatEd to thE llinistry of FinancE . (f) As 

rtgards thE crEdit opErations mtntionEd to takE thE form 

ot thE issuE of national Trtasury obligations, is it 

oonttmplatEd to issuE thEsE in Brazil or outsidE of 

Brazil or possibly to usE thEm as paymEnt for dEbts 

outsidE of Brazil, such as a possiblt nEw arrangEm£nt 

for funding ovErdUE txchangE dEbts . 

ThE DEpartmtnt would also appr=ciatt rEcEiving your 

commEnt concErning thE situation crtattd by 3razil's 

action, its timing, Et ctttra. 

EA :HF :L'IM RA 

JWLL 
(HF) 

.. 
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TO: .tae:rioan .laba .. y, Rio de Janeiro 

DATI: January ao, 1939, 7 p.m., 1939 

IO.: 20 

With :regard to the detail• of exob&Dga ~enta due 

.lllle:rioan expo:rte:ra, what information oan the Emba.eey 

seou.:ret 11Ul it be possible fo:r the bbaaay to proou.:re 

from the BrazUian author1t 1ea material on the following: 

(a) Amount of delayed exchange due .lmerioan exporte:ra 

fo:r wbioh oontraota have not been issued; 

(b) .blount of oont:raota outstanding whioh have been 

issued but whioh have not matured yet, subdivided into 

suoh time periods aa may be significant and feasible; 

(o) Division of the above along commodity linea . 

It no more information 1a available, is it possible to 

tell how much of the preceding totals are due to oil 

OOIIp&ni .. , 

.la the Department is trying to formulate immodiatelJ' 

the baaie of prospective dieouaeions with the Brasilian 

Foreign Minister, it ia urgently in need of all avaUable 

information on these points. 

Would it &lao be poseible for the llllbaaay to furnish 

an e•U•te aa to the amount of e&:rninga of .ble:rioan oor­

po:rationa in Brazil which might be tranefe:rred to thia 

oountry 1t exob&nge oould be aeou:redf 

, 

.. 
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JR GRAY 

Rio dt Jantiro 

Dattd January ~5 , 1939 

Rto 1 d 12 :41 p . m. 

Storttary of Statt, 

• iashington. ' 

30, January 25, 1 p . m, 

Tht Bank of Brazil has ~ublishtd tht follo~ing 

announctmtnt this morning: 

"An accord having bttn rtachtd bttwttn tht Brazilian 

and tht GErman Govtrnmtnts for tht ororognt ion of tht 

modus vivtndi ~ith GErmany, i t is rtsolvtd by tht 

~linisttr of FinancE that thE f1scnl1zation dtpar tmmt of 

thE Bank of Brazil, from this datE on, will bt pErmi ttEd 

to rtgisttr ntw salts of any Brazilian oroducts to GErmany, 

i n accordancE with thE rtgulations in forcE , unt i l furthtr 

not1c t 11
• 

Tht Forti gn Offict explains that tht so-calltd accord 

is purtly a vtrbnl undErstanding to extEnd thE 1936 

agrttmtnt and is s imilar to stvtral othtr txttnsions 

of tht ~ptnsation arrangtmtnt by vtrbal undErstanding . . 
sincE its ttchni cal Expiration in Junt 1937 . I will , 

how~vtr , qu[ry Aronbn ptrsonolly rtgarding this as soon 
.. , 

ae possibl i: '"cnd rEport to thE DtpcrtmEnt. 

PltnsE inform DEpartmEnt of CommErce of first paragraph 

of this tElEgram. 

Regraded Unclassified
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SecrEtary of St~tE , 

Wnshington, 

41 , January 30, 3 P • m. 

loly 30, January 25, 1 P • m. 

GRAY 

Rio dt Jandro 

DatEd January 30, 1939 

Rtc 1d 3:40 P • m. 

:.17 

Aranha informEd rot prior to his departurE ycstcrday 

that the announct:h•cnt or thc Bank of Br azil \Jas thE 

result of an ExchangE of notes betwEEn t he Foreign 

Office and thE GErman Embassy here. ThE not Es, which 

Aranha gave me in confidence, conf irm a vcrbal under­

standing_ for thE _ extcnsion for an indEfinitE pEriod of 

the 1936 compcnsat1on a rrangement . ThE only changE 1n 

thia arrangErotnt · is an incrcasc of ten thousand tons in 

the quota of cotton to bt cxportcd to GErmany, allcgcdly 

to takE cart of thc nc£ds of thc tcrritor1cs rEccntly 

incorporatEd into C~rmany . 

The note from the Foreign Office n:servcs a monopoly 

of exchange transactions tor t hc Dank of Brazil and maintains 

the prcscnt prohi bition aga i nst compensation mark trans­

actions by thc local GErman banks . 

Copies 
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REB 

2-#tl, From Rio , Jan , 30,3p, m. 

CopiES and translat ions of thE notes ~ forward by 

nir mail tomorrow, 

SCOTTEN 

PEG 

1 .J 

'I I ~ 
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TO: 

DATE: 

!10 

P .l!U.PBRAS& OF TELJ:G!Wl S.tliT 

.&merioan Embassy, Rio de Janeiro 

January 31, 7 p.m., 1939 

28 

~ 19 --

You are requested to send by airmail i~ediately 

Brazilian i mport trade data. for a.a many months a.a possible 

of 1938, by chief supplying nations, for lea.di.ng non-trade 

agreement items (a) where German competition is most severe 

and (b) important in United States exports. 

(HF) 

COPY:DJW 

.. 
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TO: .American J:mbaasy, Rio de Janeir o 

DATE: January 31 , 6 p.m., 1939 

NO.: 27 

:!.20 

The Department i s studying among other matters, 

preparatory to Aranba'e arrival, the position of American 

enterprises in Brazil concerning the poeaib111ty of re­

mitt i ng dividends and interest. Oan enterprises of 

~rman and other nations.litiee a.t present make such r e-• 

mittanoea, under compensation a.ooorde? Can you advise the 

Department? 

HULL 

( HJ') 

OOPY:DJW 

, 
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Srorc tary of StatE, 

Washinston. 

43, Februar y 1 , noon. 

121 

GRAY 

Rio de Jan£1ro 

Dated FEbruary 1, 1939 

Rto 1 d 10r30 a .m. 

DepartmEnt ' s 28, January 31, 7 p. m. 

Evtry tffort will b t mndt to send t he data rtqutsted 

as soon as possible. However this will rtquirt 

oonsidtrablt rtstarch 1n thE s t.at1at1cal off1ct which 

as t ht DtpnrtmEnt is awarE 1s (ar from Eff1o1tntly 

orgo.n1ztd and possibly on£ weEk will bE rEquirEd to complete 

the report . If tht DEpartment prefers the data can 

of course bE sent by ttltgram. 

SCOT'l'EN 

!!Til : DDII 

... , ' " '' " •f''" 
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Storttary of StatE, 

Washington. 

45, Ftbruory 1 , 2 p .m. 

122 

GRAY 

Ri o dt Jan t iro 

Dattd Ftbruar y .l , 1939 

Rto 1d 12 :15 p. m. 

Dtportmtnt ' s 27, Jonunry 31, 6 p .m. 

No (rtptot no) remi ttances abroad for i ntcrrst 

or dividEnds have bEEn pErmi tttd to any countr y s i ncE 

1otttr part of 1937 . Thtrt is no provision i n 

compEnsation ar rangtmtnt Vl i th Gtrmany oovtri ng thi s point 

~nd thE Di rtctor of ExchangE informs mE tht Bonk of 

Brazil has on stvtrn1 occasions categorically r EfUSEd 

tht requEst of thE REiehsbank to permit 'this ela'ss of 

rcm1 ttoneEs . 

SCOTT Ell 

DDM :HTH 

I i 

.. 
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lA''' or , &aquttlOI 

!lllUIII APA!M 
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• 
, E A 123 

~en 

Tba pro .... Uft n~ t or cUao.aaolOa • Ua &raall&, 

tha aa111aa •tatatar ot r oral .. Affalro, wlrtuallJ 

oowara \ba •bola of \ba eooaoalo aa4 polltloal r olatloaa 

btlween ua UahM n u .. u4 ra8ll. U ' " clho~aat ... 

• r• a>Kc:aoof\ll, tllla OOYar Aaoat •r Ulder\lllla t o ClO YarloM 

\ ro lD&a; lA raWS'& \h llrallllaa CoYOraaoat wo"l \\ pYO 

cor\alA "AOar\allla, a ~~l follow oortata aaraot-oa oo.rooo 

ot eotl oa. 

TJao t ollodac h u aU .. p\ to a-.-uta• uu o fhl& 

of aoUoA aa4 &ire•·• oat. h h 1Dtell4o4 \ o bO • plao 

lo • ~ola aaoo Uoa h '"'' put of a 'IIIIo la •••• la• 

\loOM \o t- BraalUu ci OYO lG-la-' a Dd >Jroaporttr aAO 

to lapwOYo Uoa b&alo of !'nal Uaa· Merlou oooa oalo &A6 

i lD&Dolal rola\loo~lpo . ~ltlala \b l t ooboao .. oh port of 

\bo prOIFaa aYe' bo oootlclaro• la ro latloa to tbo o\la.r parte. 

PM' l 

lolaaJ coa aldwatt oaa Joh \ o J"•"f7 ri lUaco .. a oa 

a lii' part t o aa\Otl6 tlo·"•dal oa ct -aoaio h eohtaaoo 

to \ie • raolllaa O..or .... ,. Oa \ao ba ola of prolla taarr 

oenoa~ .... u a&M ~0\lb\MlJ oJrpOO\a \ o DO ablo 
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M ,_.. J!Ntl~l If UUI ...... 

tll.h uatwtnaa ~ t&k• aar au • aU of tll.t 

te1lewl.. f.,.ea 

( 1) t.olllll•1 o~aUoa tor n• or•ta• If a 

:!.24 

c•tral Milk 1a h all11 .._..ao .ate 1 ... of fl&ll4e to "radl 

fo r tile a~\&\ha of \IM .......... of tUe tlaak. a..a 

o. 1 ... at-t laol•o tile -pl'nld• If 10U ...,., ia J".ll't, 

a lpt M kept wltiUa \lie u.itM l to.t... Op-tleu of 

till "aat w01&14 UYO to M 4l1'1e\M la a1&41111 a •r tile\ 

tile reeene co.lo ..... -aJ., eeno l\& aoral. tlaDottoa 

ot aM\1 .. \e.pei'U)' eateraal 41ftlouu .. wttboet 'bet.a 

pheM la oaacer of bel .. r ap tlllJ 4 l .. lpatM la pa,._t 

or ,,. ... 1.-rte bJ Eradl. 

"ll.ltll.• ia ed41U• \ll•• • llllt bl neat• a 

• ta~Uaat1oa r \&114 h a ul\er \ o 9'blell. perlle'e U.. 

r ....... .., .au oaat to ,,,., oo~~e&O•alloa. 

( 2) 1. l.oq tn• loaa to M ul4 t • prollM\lYI pu­

peeee dtll.lll ll'adl - 1\iM v po• • t o be ••••14' 
a&riM ~ la aftallle. Till~ l ou wCIIll• pre~lJ • • 

acooal)40at• •r aa enua••• proYUl .. t llat \lie pan 

Of lt lleM to fl-· l.liipol'te wo\114 M ..... la tile 

UllltM l to.tM. 

l •e ,_. 1 ... , ........... alp\ M otUIIa Ul 

p ... ef 11M Cap-.-1~ laall. II .. IYII', t il•• Ul 

reaeoae 

.. 
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, ..... ,. ,eof•rl .. to ~ ... 1. l\ .. ·~· ""' of -

l t•aeloa1 .. tberl.atlaa. 

( ~) AI ,.n of a p 1&a t• cleul., ~q~ pr ..... 

<ielaJI la \111 proolll• ot ucbaoco tor eapcwtl tw011 till 

Ud '" atu .. , a ad tor prOYoauac •~• ~-r .... of 

. ~Gil en.- eaobaaco 1114-.tMnou, \bo h por...,laport 

E&At ·~--- • o a ll.tt .. •• , .. , parttotpa•• 1c a pl.-

dOYh .. tor \ bll P\17'11011. '!'we ~OYl oiU ••-twnatac' 

anaac•od• aaoo ~ talft .. uoo, U 11 biUn .. ,.,_, 

t Ae lll'lal Uaa OeYor-t 1 \eoll ah olll4 ttad \~0 ._., 

tor p&Jlq Iff a pan ot thai nollaa111 an•n, • " 

\ ll&t 1t Ulo n at h ooOYut .. toto aa obU&r.\toa0 \ U o 

oQltca•t• aboYl4 ~• ! or • • ahol't a \ora •• 11 f1111•11 • 

•• • " ... ' ... · ·- M41 \0 Cl .. l .. ll&ft1J ... ,... , .. 

aaall. •lloY14 &0 la partto~uoa, "*' prOY&i Uac oplal• Ia 

\ ll&t 11 lt cllMOIIOU \ bo paper hll .. by Ul 'llr u t ltaa 

Cher_, tW \&h p lll'p OIOt U all4*lci 1>0 ott~ UCOIII'II 

11plu\ till AllerlO&D oaportor, 

PH! II 

tlll o OC*llu ... ~ atoa ta••• \-"-"' ......... , ........ ~ ... . .. 
arraq-te wl\ll ..tU* U wou14 til M­
wtaaWI to I OIO!iplo&)' \11 .. , 

It \11111 ant ... uo \o ' '"' Udr pllrplall of 

OOilUlcnUlOC ,_., till ...... to CIOfllO~-· . ... ..-u-
1\J 

• 
-
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ltJ la a.a.ll •• ae lllpi'IY I •t d ulaUoao M\Ua 

llruU ........ Val\ .. l tateo, \lie Bn.al u .. -.. ..... 

. .. l&lo •• \llo - u.. oal wta nrlo.e .....-..1 .. 

ounouUM ... pa late toHo poUetoe tut wUl pr .. 

~' tlletr rMIU'7 ... , ... •••1• t~~h tl..ae1al nell--. 

t o pro4 ... .-. reel&lt• o .. ar ... 
Tile •la ..... or \Ide -..rae\er ua• \lie llrallll­

lt.a OeYeroe .. \ a lp\ M au .. to -•l4er 011\ellle or 

U J aer-ate UYlJI& to M 4tr .. Ur wlttl \lie a•tloa 

or a o•t.-1 t~~~Ak area 

( 1) n a-.nuoa of no ..... oary aar•••h oa 

\llo bule or •llloll , ... oaual llaU aa4 puUo wont 

l oa.u a lp\ liO ao4e. 

( 2) nonl o.,.,.. ...,. f ulnu.-. of ,.._ ~lea fer 

re- pU• or ,_,. .. er ta.. pr•••• BYaalllaa oetal&lt .. 

ooll\a, till• . ...... ~14 or aeo•• •ltr proY14t oalr 

•err !104M\ ~,....,, • • aar ra\1 1a u.o l••••••• tllt.&H, 

aad •1• ~-....- p ... 1t Iraan to ..-.. .uo part et 

\llh 4•• •• ,..ao .. ,..wa1u ... ,.. 1- ''"1 .... , 

J'OI .... 

( , , lladeret...u .. •• rep71te ,.._ pen1lt&Utr er 

....,.._ •terpr1 ... ua eraeu YeaiU& .. ·- -a ... 

.. t••···· -41\'14 ..... 
( 4) 

.. 
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(4) Vadera,aad1DC 1a recazd ~o ~he poa1,1oa of 

A .. r1ou enterprhe 1a Brasil. 

( !5) Acreeaea' upoa aDd anforo•tla' of arra~~geaenh 

ud pol1o1ee whiob would 

(a) Inc lude neoeeaarr aeaeurea ~o deal 

•1~b ~e pr .. en' OY«rdue exohan&e 1ndebtecl.ne ... 

(b) Acl.ll1nh,raUon of pol1ol .. to prnen' 

~be oreaUoa 1n ~lle tu~e of e1a1lar uohuce 

arrear a . 

(c) Arruae•enh ~o uwre pro~~ prOYltlon 

of dollar excb.ance for fu~e uer1can el[porte. 

(d) Arrang•enh ~bat would eateguard ~e 

ooapet1'1•e poe1t1on of uerioan trade in ~e 

Braa111an -rkn, parUcularlJ 1n r .. p.,, t o the 

co.pe'1'lon of trade carried out; on the baa1a of 

ooapenaat1on Of pa,.tntl acre .. ent;a. 

!hia 11t ot prObl•a hu aUendtd Braa111u-Aaer1oan 

<-oo-ero1al relations atead11J dur1na the put few reart, 

U 1a to be hoped that when an4 u Braa111u enerD&l 

to01loa1o affaire can be put on a aore a\able and uaurtd 

baeh, ther will juat d1aappear . But 1n the .. anUae, 

it 11 de•e4 1~nant to han arruc .. ente adequate l y 

~ dMliq wUb th .. , and propoeale that ae• t o ant 

d1•eree 

' I 

Regraded Unclassified
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Ol•••• IIUft .. lUM ... recaldr ........ , We -thf ... 

t•UJ an •• ,_. Ia u. follewlac Put IU. 
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RE BRAZIL:Ull KEGOTIJ.TIOKS February J, 1939. 

12:10 p. m. 

. 
' 

Present: 

H.M.Jr: 

White: 

H.!L Jr: 

Whi te: 

H.!J,Jr: 

White: 

8.14.Jr: 

Mr. White 
llrs Klotz 

Harry, give me your recommendations . 

There is nobody who is over-all; there are some men 
in different phases . 

There is a young man whom Viner had reco~eoded and 
who has written e book on Uruguay, written r eviews 
on Latin Alllerican books, seems t o be quite able . 
He•s r a ther young, and i s on the faculty of the 
University of Louisville. Been at Harvard. One ot 
his cb!ef merits of distinction i s that he refused 
a Ph. D. from Harvard. Ue •s we l l-to-do and eccentric 
and seems like an able chap •• • • 

Where •s he from? ' 

• . • who would form part of a group . I doubt v ery 
much •••• 

What' s his nsme? 

Hansen - Simon.O . Hansen. 

Then there is Fetter, wbo wr ote on Chile . He•s not 
fuilla r with Braz.ll v 41ry much, except incidentally, 
a nd a little on Latin ~merica . Be too is rather 
young. 

Then there is a Professor Lowry , wbo spent five 
years in Braz.il until recently . He's a sociologist 
wbo would be good on certain aspec t s, but would cer ­
t ainly not be competent on many other aspects, but 
would be valuable again as one of several, not by 
himself • 

Then there is a Professor James who is well known 
for his - as a geographer of Brazil . He k.nows 
the •••• 

You're not giving me what I want . 
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White: 

B.JI .Jr: 

Ylhi te: 

a.:4.Jr: 

White: 

H. loi.Jr: 

White: 

H.!i.Jr: 

White: 

H.li . Jr: 

Whi t e : 

H.!l. Jr: 

: 34 
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There simply isn• t a.nybody. One or two others I 
can mention. Young, who is s upposed to be a good 
monetary man, but who Viner says is very stodgy; 
sound, but very definitely stodgy; r a ther dull, 
not a t all brilliant. 

ll. N. Knight , economic his torian, very &ble, but 
whose recent familiari ty with La tin America - it's 
not recent, it dates back. Outside of that •••• 

What I was thinking of - I ' ve had an evening with 
Feis, and this thing - t he only two things I get: a 
~uestion of organizi ng a central bank, a question of 
exchange control, and so forth and so on. Now, the 
two people that coae to my mind that could be the 
mos t helpful are ( 1) Walter Stewart a nd (2) Professor 
Milliams of Harvard . 

•illiams was there about five years ago. 

Williams and Walter Stewart. 

Walter Stewart - I don ' t know anything either way. 

If we ' re going to organize a Central Bank of Brazil, 
I don't suppose anybody is a better t echnician than 
Warter Stewart on central banks . Is there? 

I didn't know his capacity in that field . 

You know, he •as economic adviser of the Bank of 
Engl and •••.• 

Yes, but it was a long time ago . Central banks 
have moved . 

All right, think about it over the week-end. 

I want you t o do much more than that. It that ' s 
all there is t o be done, we•re not going to get 
a nywhere at all. Suppose you do establish a 
central bank there. 

But you have to depend on a group. 

I thought you'd have somebody as good as this Social 
Security suggestion. 
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WhJ.te: 

B.!I.Jr: 

White: 

B.li.Jr: 

a.u.Jr: 

White: 

H.M.Jr: 

White: 

a.li.Jr: 

1/hi te: 

a. :.I .Jr: 

'•fhite: 

B.l.I.Jr: 

-3-

No, t here isn't BQYbody; there isn' t anybody 1n the 
field. 

We ' ll Jus t have to wait until we hea r . As a matter 
of t act, the' we:y it 1s now it looks as though llbe 
State Depart.JIIent wants t o run the whole thing. 

The way it looks now, it looks like it's going to 
be a fla t tire, better keep out t'rom under it. 

I t bought Herbert Fe is would go through the 
ceiling when I said, •The foreign thing bas 
got to be decided - it's got to be decided 
whether this Bondholders' Committee is going 
t o run this thing or not." 

The way it's headed now, it's going to break down. 
Nothing very substantial is going t o emerge . The 
odds e.re very much against it. 

Then you'll have to do some thinking, see? 

Yes. 

I n the meantime 

liuch more • 

••• I'm l osing interest. I'm much more interested 
in the domestic situation. 

And don't forget, we've got a couple of good men 
around the shop. 

11ell, you think about it. 

O.K. 

You know, they're coming over Tuesday afternoon with 
a plan; we'll see wb11 t they 1 ve got. 

Last night I saw A. A. Serle. Be said, •Getting 
ready f or Guatemala?• .. 
I said, •Why Guatemala?• 

He said, • That's where the Secretaries of the 
Treasuries ere going to meet. • 
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Klot z : 

R. II.Jr: 

White: 

H .u. Jr: 

Klot z : 

H.li.Jr: 

Klotz : 

White: 

H.l! .Jr: 

'Nhite: 

H. II .Je: 

White: 

H.M.Jr: 

White: 

H.~I . Jr: 

White: 

H.ll. Jr: 

-4-

I said, •I promised myself the first person tbat 
asked me that question would have- to repr esent ae. 
You're elect ed.• 

Dwight spoke up: •on, that ' s fine . The Minister or 
Guatemala gave me the loveliest native costumes . • 

Who said that? 

Mrs. Berle . 

I said, "If you think I •m going to let them get me 
out in t he middle of the Atlantic Ocean and have 
someboqr pull the plug on me, you're llistaken. • 

He said, "I'm tremendously interested.• 

I said, •What do you think the Treasury could do 
in Gua temala?• 

He's not a bad chap for it. 

Ob, he's crazy about it. And his wife bas got a 
costume, so they're all s et. 

His wlfe~is going with him? 

I suppose so. W~? 

Be good for him. 

Will you want to ta.lte up anything about Brazil 
before then? 

Hot before Honday. 

Or would you prefer af ter Tuesday? 

I doubt if I'll -we ' ll see. 

Whenever you' re ready. 

Are you ready? 

We have a good deal of material. 

Be ready around Monday? 

Be readier . 

Readier. 

.. 
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TREAS URY DEPARTMEN 

INTER OFFICE COMMUNICATI 

DATR f'ebnary 6 > 19.)9 

ro Mr . Taylor 

Subject • C""""'nts on the Proposals Contained in the State Department 
Uornorandum on Brazilian Negotiations 

1. The Central !lank 

7echn1cal assistance in formul.at.ifli and organising tho central 
bank may boat take the form, in our opinion, of discueaions and cao­
rnent.s on drtlft.& o! propooala widch are preparsd and .,bl'llit.tsd by the 
Brazilian .:~uthori tie s . Tho Brazilian Oovermen t had oome drafts bo­
fors it for consideration and will probab4' bave one to present. !or 

our exa:r.ination . 

7e suqest. that the Federal ?.eoerve l!oard and the "adoral Feser.,.. 
?ank o• ~.,. York cooperats with the Treasury and State Departeents in 
prssenting this Government •e views on tschn1cal ma ttsro with regard to 
t ho ce ntrt~l bank . ' 

2. Legislative Authority for ~nsions of Cred.it 

The &uthorization of the E<port-!Aport Bank expires on JW>e JO, 
l <?JO . "he axtansion or the authorintion will ccxte bo!ore Congress 
soon . .•utbority for granting these loans may be obtained fro:o Congress 
through the extansion or the authorization of the Expcn-t.- bpor t Bank; 
t.he le! ialatl.on might i nclude a statement of i ntention to make types 

: 37 

of loans envisaged in the Prazillan diftcussions , but the statement to 
he in the ::o•t general tsr.r.s . The Export-Import Psnl' would tben h&vo 
" tl.l authority to extsnd all types or aaaiatanca to tho !.'razUian Covorn­
!l:<!nt (aa wall as to other govencenta) includin& loans tor t:Onetsry pu~ 
poses, ao wall as lon! - tsrn loans for industrial purpoeas, without re­

•triction u to terma and conditions . 

It i~ probab:cy desirable to have Consre ss make clettr either through 
specific lellielation or discussion on the floor tbat it is intended 'Qy 

Congress thet the !lank shall ba ., the authority to make the types of 
loans anvielj!ed in the Brazilian discussion . llol>rithetanding tho broad 
poot<ers con~inad ir> the Bank 1 s cbarter 1 the discussion accCXIIpanyinJ the 
second renewal o! the poot<sra of tbe Export-Import Poank s ave no cloar 
indication that the types and magnitude of loans contemplatsd i ncluded 
all the kinde of financial assistance thet. will probably be •erious:cy 
discussed in the nogotia t i ons . l!oreover , the increased pcmer over the 
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llffaira of t he borrowing country that would inevitably accrue to the 

landing agency aa a conse(luence of the negotiations and consllllllUition 

or the type and magnitude of loans anviaqed in the Latin Al!leriean 

program ~r.akes desirable car.l'Ul considerati on b:y Cqreos ao to the 

opocitic agcney or a,.~encies wbich would beat sorve the interests of 

botb lendine and borroorin,g countries. 

) • Loans t o the Pr oposed Central flank t or Purposes of Augmentinv the 

J'onetary Reserves 

(a) i!e ou.ggest the advisability of exploriJ>e in the discussion 

provisions for i ncreasing the amount of silver (ae well as gold) 

1n the !!razill,... monetary 87Stea. Two propos a1s ma:y be ou.~geated 

tor consideration• 

(l ) To increase t he usa of silver in eubsidiary coins. 

(2) The Uni ted States to lend to Brazil a certain L"l!ount 

of s ilver (in tom s of o~mcee) , which might bel included 

in the specie r serves a";ainst note i aues. 

(b) tt the present tl mo t he Rrazilian nota issue has a speci e 

reserve or onl.:y about l2 percent. Specie ...,serve probably 

needs to be greator than tbe:y otbe•'Wire would be it the central 

bank i s to asSUJM responsibility f or note issues (and t his no 

doubt will be one of the features of the bank) . '!he legal max­

illiZI l.illl1t of the vollDG of note iaaues will bs directlJ' as­

sociated with the volume of reserves in the hands of the cen­

tral bank. Greater confidence may accompany the monetary program 

1f the bank starts off 'IIi th a larger proportion or specie re­

serve thM 12 percent. 'Diere is some indication wbicb re(IUirea 

further i nvest i gation that the note is sua 1s a t the present time 

larger than is in tbe best i nterests of the Brat.ilian eCOnOOIY. 

(c) A loan of foreign exchance assete to Brazil for the purpo•e 

of huildi.rlj: up its external reservee mu£t be a ccoMpanied with caref\11 

aa'eguards. It is necuaar:y to prevent the dissi pation of rese""s 

dt~ring the period of adjustz:>ent or the Brazilian aeon~ to the 

balance or payments situation whioh 'ffill follow r onawed ,.,rvice 

on for ei"n obll&ationa Md the development of its an:ament progrsm .• 

These safeguards can be included in the srr an-..,.nts that rul't bel 

IMde 1n connec tion with t he etabiliution of the l'lilreis . 

L. Stabilization Fund 

The creation of a stabiliZation fund has s~e pa:ychological value 

but its opera t i ollS could, i n the case of llrazil, re as wa11 carried out 

by the central bank . 

' 

.. 
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In view or the small amount o! e old that they could acquire, 
and in view of the possibl e Wide ewinge in Brasil's talance o! pay­
~onto , any stabillution tund Brasil ml.Kht acquire mie:ht soon be 
uAed up , The situation would then appear woree than bad no such 
fund been created in the fir st place and the needed gold taken f r om 
tho uoual hank holdings. 

For llrazil, it is a l'loot point Ylhether the degree of secrecy 
that, a stabilization tund would provide in ito exchan• e operations 
is doai.rnble or not . In any ease the slNlll she of a s t abilization 
rund t.hat is possible to create n.,., and the uncertainty of nra•U' s 
tre<'o prospects would roako secrecy difficult, since tho fund would 
haw to be replenished quickly ehould an adverse 1-al.ance develop. 

:.39 

The creati on of a stabill•nt-i on tund a~t well await the acqui­
rition of r:ore r:et.alllc reserves and t he develop::ent of ,;;ore stable 
cnrdition:l W1 th respect to her bal4nce of pe;fr.ente, and experience 
•·ith the new Centrnl Fank. 

5. LoM-tem Loans for Productive Invo11br.ent in llrazil 

.e believe thnt this is t.he nost important el..,.ent in the pr<>­
pooed di•cusoions with the BraziliM Oovernmont and we are inclined 
to antioipot e that the Br azilillns will also coneidor t his foature to 
be t\e eorence or the discussion s . Tho memo~andum submitt ed by the 
!~to 1le!)8rtment s uegests inadequnte emphneia on t his part or the 
proe rao. "70 would like t o suegoat the !ollowirle topics around which 
the discussion could be centered . 

(a) Plan the industrial development With the objective of 
incJ"ea&ing t r.e sources of !oroion excharPe to the "razillan 
· overrr;,ent in the fUture . 

(b) Diteusflion of rates of interest and rates of .,.,rt~ 
t1on of these loans lihich will be low enoueh to proc»te pro!-
1tabllity of l.he Wldertakin•s , the re~nt of t he loans, 
~-he provisions f or expansion ot the entorpri<>es on the basis 
or reinvest~ent of profits earned and provision of additional 
foreign exchange resource a to the Pradlian e conOI\1. 

(c) Di"cussions with regard to the eventual control end 
ownert hi p of these investments to 1.nauro its r etenti on 1.n the 
bands or ~razilian citizens. 

(d) Proviaion for technical assistance frore the United States 
!or all of the productive ventures embarked upon. 

.. 
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(e) Provisions to be made tor the purchase ot equipment and 

machine ry from the United Stetes rather than !rom European 
compet i tors ot the United States. 

( t) .Readjutrt.:lent of the present armament program in the J.i&ht 
ot a progr41:> Cor productive invetJtloents. 

( ~) Provision !or a complete geological .,......,. ot Brazil to 
aid in the planning or productive enterprl.••• · 

(h) The Brazilian Govern:nent pocsibl)' to undertake to coopera te 
with t he United S tetee in plana tor control or their cotton 
vrC>Ifing industt)' . 

( i) The possibilities tor direottna industrial d eveloJI'Onta 
towards producing thoee products which Brazil now imports trom 
non-Amerlean countries . 

( j ) Possibilities tor directine productive investments to 
t hoca product s which the United Stetes and other Acerican 
coun t ries now Ulport trom non-/illerican countries . 

lre ans of the opinion tha t the discussion with regard to the 
long-term productive loans be in terms of large amounts and thst the 
expenditures be planned over a period of five )'Bo.rs . (Obviouel)' 
runount.a , conditions, ete., are to be discussed Bo Car as the Tre:aau.r:Y 

i e concerned, with the clear understanding tl"lat the discussions are 

prel.ilriMry and tentative.) 

In our view the basic solution lias in t l>.e industrial de•1elo~ 
"'ent of Prazil which will increase her export t rade rGlati ve to her 
import t rade to an 8Xtent which would solve the immediate problema 
and prevent t hei r reoccurrence in the tutu,..,. I t is eseantial thst 
!!ratil decrease its dependence upon coffee and cot ton as their chief 
aource ot toreign exehan~te . Further, the standard or living or the 
!!razilian peopla cannot, in our opinion, be raised until and unl.oee 
Brazil et"berks upon t hese productive investc.onte . For 50Cial and 
political reasons we believe it ilnportent thst the inveetments be 
made under the conditions which will en:~ure that the ornerstip and 

control of t hese inveetments '""".ain in t he hands of the Brazilian 
residentc . This progr nm seems to be the onl)' practical one whioh 
can l ead in the fUture to a tull r eeumption of Brasil' s outstanding 

external obligations end to an increase in our trade with Brasil. 

I ncidentell)', we consider essential tbat tho proceeds of these 
long-term loans be invested in BraZil and net diverted to liquidate 

present foreign exchonee obligations. 

• 
" 
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6 . ./rJ~:5-~tance to Clear uo Pre§ent. Arreor !l': in Orn.ntinfl' ~}vch.a.nr,e to 
1 nit~ !"tnter E:.'{norters 

The pre•ent dollar a rrear s on trade Account have been e ztiJr.at·ed 
ct • mininum or "15 milli on o.nd delayed ret.'S ttancoli on account of 
1 n~rort and d\vi dends as ; 10 million . .le clo not have any infonna­
tinn to indicate the a rrears to other countrios . It has been re­
nor~ed ".ho t. prior to the cstabli~hmtnt or aych11n11e control f oreig-n 
oonco~n• operatinJl in Prazil remitt«< ~60 million per yes r on a eeoun t 
or e.• rninqs ar.d inter< st on pri val e invoat.J«ente alone . It is a•sm.ed 
~.hat. i " er1·s.n· erents are oade ror ilmlecliat.e re-j ttancee of fot-ei~ 
o••han~c to United ~tates interette i t will be noee,sary t o make tr.e 
ta'"'e ar:-anr.tMen•t !or all forei~ 1ntere!!tD. tr so, ~:.e amount-s 
invol ved ray te '"I'Y larp:e and not such as CDn te clcru-ed uc in a 

ort "Oriod. · 

I t. ir: our ru;-gestion that tt>.e arreDra en nt~itt.anceE o!' e;.rnines 
rnd lnterott ~e preferably reinvostod ln r r Mil , ~n<' that no provision 
w• • ... in t e neTt !ew yea:-!:i be r-.ade for • ithdrawnl in roreign e:-ehanpe . 
• '!*. oda to crcour~e ~ueh r-e1nvestrent l"'t.ot~ld ~ Cully e.xplor-ed . Re­
!nve~ trront , in ~.riew of t l:-e total t1t\1S.t.1on , r"'it;lt not be unsatiF!'act..ory 
+c •.J.o fnr&i!J'n int.ere •ts opera t ing in l'r nzil, ~rtl eula~ly if t he lom:­
tc:.,. inve•t~.•nt pro['ram were adopted lfl.ich 'fiO\Ild raire t he profitahilit;y 
or t 1 ojr Snvestments ar.d ttinimi zo Lhe rSek of ultimate l oss • 

. ~itJ• r c3peet to the arrear• ~n payr;entc to United ' ta+.ez eJ<ports 
'Ne {!F"!"f18 lfit.h the su ee~tion in the ~to.te Peport~r.cnt !:le!""Orandun that 
t.!te rrnzilien ::o·'errment :rake its own errorte t..o cleer up the exi sting 
~' tu3tion . On ~he basis or the present fore!~ balance o! tr<de and 
>er em·rent f Old output 9razil probebly ha• •dequote resources to do 
th' r if she readjusts her pre•ent progran invol vin,:: ir.:ports ror arc-A­
con~ pur.>o•et . T'uis, 1n our opinion , would be a t.voratle developc:ent . 
·'11!'\.hc,.ore, it is our opinion t.!'ll!t the racilHi"o of t he ~X1>0rt-Irport 
o I' rhould not 1:'0 devoted to se' tle,...,nt or debt. a ineurred 1-y Jl"St 

•x:!'O:"t ,a . 

It i.e our !:\1-q:oe~tion tnat tnCD.5urftS be devieed wnich rill ease the 
1-urdon of Uoe re.u;;pti on of Uoe sorvieing of the det,ts upon Era•il 
,;urinP tho next fn yoilrf: . An arranr-errcnt co.n pcr t-.apa be worked out 
ln ':':t.ich t he rceuMption for the rirot p<~riod& to in terms of mi lrcis 
wit.h provision f or the renit tanr.e of t ho milrois llithin s overal years 
, rter resllll'l'tion . It "'Al' 1-e poo! iblo thnt. r rn•ll would , uneer such 
arrnnn-el"!'ent.~ , aeree t.o what may prove to ro in tho end a much be t ter 
re ".tlo-ent. than woul d be tl;c eaee wero she rtq\,ired t.o make ir...NaCio~e 
ptlyr-cnt i n "orei~ exchanrre . S tep~ r-ay ~ e t.aken to encoura.z e the in­
vort.rent 1-y •~to bondholders of the =1lre1e 1ntere£t pa.yments 1n 
-r,:•lian cnterpri~es . 

• 
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8. The Proooeal to Adluat the Bal.ance of PaYN!!te bx Having Variable 
!lgYing and Sell1M Rates !or Foreim Bl<chanll! . 

Thin propoead ""'thod of control.ling foreign exchange ia subject, 
in our opinion, to the following d1eadvantljleet 

(a) Should Brazil's balance of pa,Ylllente turn sharp~ untavol'­
able - ae it has in the paet - it m~ be neceeea.ey to incraue 
tt.e spread between t he buying and selling price as much aa 50 per­
cent before e nO\IBh of a chango in the balance or trade and ser­
vice itel!ls is engendered to sufficiently correct tho situation. 
Such broad inStability in excbanee ratee would be a dieturbing 
factor to Bra•Uian aeon~ of no ,....ll d1..,nrlon. 

(b) It amounts to a general increa ee in iaport duties which 
etril<ee at all iaporte proportionatal;f and indiseriainata~. 
It ie a crude inat nment because of i t. leek or eoleeti'fity. 

(e) In eo far as its ertect upon Brazilian iaports io concerned , 
it constitutes depreciation of the adl.reie but Without tho full 
stimulus to Brazili.an exports that would rsoult trom a s imple 
dspreciation. ('lbia assumes, of course, that the spread 1l1ll 
be created through an increase in the selling price (of JCoreign 
exchnn8e by the Bank or Brazil) rather than through an mcreaee 
i n the buying price.) 

(d ) It mil!ht operate in favor of those countriee llhich now aoll 
to Brazil on barter or canpenea tion trade basis, since such im­
por t s mi&ht not be subject to the heightened import rata . 

(e) This uthod of restrict.ine imports would be a handicap to 
the prosecution of the industrial devdopoent prograa in that 
1t would increase the coat of ent.erpri888 undertaken beyond 
that eetiJiated a t the inaugwoation of the project. 

( t) lihUe the plan would not penoit diecriainatian &JDOng illports 
or ""r ioue catnodities or d1scr1Joination AIIOilg various countries 
(excepting countries With lib,.. trade 11 carried on under barter 
arrangements) this lack of power to diecriainata 'd:lf be a die­
advant.ljle to Brazil which is attemptine to direct its eeonOIIIT 
into planned channels of developnent. Luxuries, for inStance , 
would be given as favorable treatment aa 1.alporte for essentiol 
purpoaee . 

(g) It would be impossible to eet1.m&te t he e!fect of specified 
percent&~ drop in the selline price of exchange upon the bal­
ance ot p&,Ylllento. In t be period of trial and error Bra21il u:r 
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lo"" a cons1.clerable amount or ronoien e7chan~e and get into 
di(fi culties and in t his procecs Frazil may lore a large part, 
1f not all, of i ts r eserves and be !arced to utilize tl-.e un­
desirable device s to control balance o! payments . 

(h) I n additi on t o this plAn heing a potential till< on imports , 
it i< also a till< on remittance s of all kinds . The effect of 
such n hidden tax 1!\l.ght have undeaired r eper cussions on th4 
r tebili ty of Bra zil ' s foreign exchlln~e pa)'ll'en ts . For instance, 
~.he foreign businesses ope10ating in Pr azil may delay reclttance s 
or in anticipation of a chan:;e speed them up . This right con­
oiderably accentuate the fluctuations in !:razil ' s r alanee ot 
pl\)1'"~n t~ .. 

,...,. •.t e othe-r possible rr.et.hods for eont.roll..ing intel"\l"'...ational balance 
of pay~:~~nta or l!ra:U rurtt,e~ &tucb' u.y be j;iven to the use of the iJo.. 
oort parrit systar.t and the po•sibility or developine sound adl:dnl.str'a­
.ion or such a sys tam if adr-d.nistered by the centra l bani< . It is also 
rorril:'le tl;a t the State Departr.:ent' s ProporaJ. of a varying buying and 
rollin,• rate he ccrb~ed "ith an 1.Ciport "f"talil capacially dur ing the 
next f<rW years . 

()no ed•1nntage or the device roca:u~~endod by the Stata Department 
ir tha t it \Ti ll provide added revenue to the Frazilian Oovernment . 
Jn tH~ connec tion, ho>~"ever, it sho\Jld ho pointed out that mos t econ­
oni•t• who have studied t.he er aeilian fiscal ey•tam a re agreed that 
" r1u11 hno in the past relied too heavi),y upon customs revenue as a 
f'C'Iurce or income . This proposal would amount to an increase of revenue 
r,.,~ cu•ton• and therefore wo• ld not be a pr oanos•ive step in t he de­
,.,lOJli"On t or the l!razilian fiscal eyote~r . 

C'l. .'8trntP,&tion of the Et!~l.anee of P&Yf"ttnts of Those )l.'at"ions Granting 
rre xchan e to Prazi 1 ~ron Those CountriftS .'hieh En!tae--e in Ccx::oensa­

Ut'ln ""rade . 

'nJ. s propoaal is interestins and rray be a •ood device !or curtail­
In~ the c<'C'potitive advantage which cocpanaation trade has over trade 
i nvolvinP, tree exchange . It is poaaible that the principle involved 
in t hio proposal he extended to all remittances between l1razil and 
'·· ose countries , Since present trade botwoon Oonr.aey and Brazil con­
•hto or pureh4ses 1>-.r Germany in tenns or blocked currency and pur­
chacea by nrszil in part blocked and par t free exchane e , t hic device 
will roduco the ex tent to which Amer ican oxportors ha'Je cccpetition 
with Gonrllll products . Furthermore , reetricti oM on f ree exchange will 
re•trlct 'oman penetration in l!razil now carried out by extension or 
thr•e to six year commodity loans which anticipate eaopensation trade 
for the ruture years . 
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Hoorenr, eateparde would ill eucb - prob&bl,T baft to clnalDp 
•~•1llet. the practice ot parcb&aaa b7 0.1'1118111 or SraaUiaD sooda 
( ~itber directl,T or t.hrouBb third oOUDtriae) pa.1d !or with blocked 
e><change and eold to third countries. Unlaae tbare ware ...,. ~ 
taction agaillet that type ot trade, O.,...,y could alC>If.l.y abeor b a 
larger and larger ehare or 8ruU1e e><porta and pro'fida a J.a.rsar 
ehare or Drazil ' e importe. 

Ot course, it IIIUflt be realized t hat thie &rr&l!6-nt would b& 
cneroue to Brasil in that it l.iaite ita poeaibilitiae or e><porting 
product e Which it now e:xporta to count riaa utilisiDB c0111p.neat1011 
trade. Bruil would no doubt be will1l1c to accept thie dieectn.ntap 
it t he <tuid pro <tUO were ade<tuata . 
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Mote: !hie meeting began with a diacueaion on conference• 
between Treaauriee and waa tranacr1bed eeparatelJ becauee 1t 
had no bearing on the meeting aa called -- for d1ecuuion of 
agenda for Br&sillan Y1eit. 

February 7, 1939 

3 p . m. 

Present: 

llr. llelles 
llr . Callado 
llr. Briggs 
Dr. Fell 

) 
lState Department 

) 

llr. Pierson) R. F. c. (Export-Import Bank) 

llr. Taylor 
Dr. llblte 
llr. Lochhead 
llr. Sdwarda 

llr. llelles: As the Secretary of the Treasury seen 
t his digeet? (Bash of D1acusaion with ll1n1eter Aranha.) 

Dr. Feia: I don't believe eo. 

llr. ~llee: I think the best thing to do then, 
unless youve some other manner of procedure, 1s to 
uee this ae a basis for d1scueaion and t hen elaborate 
on each point as we come to 1t. 

' The prospective field for dieouaeion with Aranha, 
the Bra~ilian Mlnister of Foreign Affaire, virtually covers 
t he whole of the economic and political relatione between 
the United States and Br~il. If the d1ecussions are 
euooesaful, this Government may undertake to do Yarioua 
thinge; 1n return the Brazilian Government would give 
certain undertsklnga and follow certain agreed-on couraee 
of action. 1 

Any change since t hen? 

HK .Jr: Not as far ae I am concerned. 

Dr. F~if: No change. Taylor has made one sug-
gestion .._hie will mention when we ooll8 to 1 t. 

: 45 

W£.Wellea: 1 The following ie an attempt t o summari~e 
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thie field or action and agreement. It is intended 
to be a plan in whioh each item ie but part or a 
whole eoheme intended to serve Brazilian deYelopment 
and prosperity and to improYe the baeie or Brazilian­
American economic and financial relationehips. Within 
this scheme each part or the program must be considered 
1n relation to the other parte. • 

I might interJect there to eay that obY1ously 
what the State Department can do along certain linea 
will consequently ba•e to be contingent upon what the 
Treasury De~tment teele iteelt able or dee1roue or 
doing. It s an interrelated whole. 

'Part I . Many ooneiderationa Join to Juetity 
will ingneee on our part to extend financial and eco­
nomic aeeistanoe to the Brazilian Go•ernment. On the 
bade or prel1111na.ry correspondence, Aranba undoubtedly 
expects to be able to secure p roffers or aasiatanca. 

'This assistance might take any one or all or 
the following forma: 

1 (1) Technical cooperation tor the creation or 
u central bank in Brazil and the loan ot tunds to Brazil 
tor the augmentation or the reserves or this bank. Such 
a loan might include the provision or gold and, in part, 
might be kept within the United Statea. Operations ot 
the bank would ba•e to be directed i n such a way that 
the reser•e could reasonably aerve ita normal function 
or meeting temporary external difficulties without being 
placed in danger or being rapidly diesipated in payment 
ot exoesa i mports by Brazil. 

'Whether in addition there might be created a 
Stabilization Fund is a matter to wh1oh perhape the 
Treasury will want to giYe ooneideration. 1 

Kr. Welles: Don't you think we ought to take 
theee up tor consideration point by point? 

HK,Jr: Could I ask this queation. I am sorry 
I ha•e to do my homework here now, but this is my first 
ohanoe. Am I oorreot that the Brazilian Government hae 
indicated they want our aeeiatanoe t o organize a Central 
Bank? 

::.46 
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Mr· Wellea: They indicated that, if you reme~ber, 
tour years ago. 

HW Jr: Yea. Well, if they want t hat, what be­
tween t~deral Reserve and people I can get in, like 
Proteeaor Willia~a who baa been down theref we will be 
ready to give the~ that aaaiatance. But think, I 
take it your attitude ia goi ng to be •we would 11ke to 
help you if you tell us what you want•. 

Mr. Welles: Yea. On the other hand, for Aranha 
to arrive here w1th all theee h1ghly iiiJ)ortant questione 
etill in a perfectly nebuloue state without our being 
able to .ay yea or no to oertain ot the ~tters that ~ 
ooM up would see~ to be to involve a pretty unPtiefactory 
proapeot and would bring ua baok to the eituation where 
we were tour years ago. 

HM Jr: (reading) •technical cooperation for the 
oreatio~a central bank in Brazil and the loan or 
tunda to Brazil for the augmentation of the reaervea ot 
thie bank." Are we prepared to give that? The answer 
1a 'Yea . • 

Mr. Welles: But the next aentenoe says, "Whether 
i n addition t here might be oreated a Stabilization Fund 
is a ~atter to which perhaps the Treasury will want to 
give consideration.• 

HM(jr: That gets i .nto the agreeMnt that we have 
now, or ch they have never za de any uae. 

Mr. Welles: That -ae not a loan, HenrJ. 

HM.Jr: Against atab1lidng their currency. 

Mr. Wellea: That was an arrange~ent which wae 
ei~ly a purchase on the install~ent plan by Brazil or 
gold tro~ the United States. 

Mr. ~o~ead: It brings up t he question or 
loaning gol a~ whether we haTe the power to do it. 

Mr. Welles: I think the Treasury Depart~ent, as 
I understand, h&e been etudy1ng th1e during the last 

.. 
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three or rou.r days. 

Mf. Taylor: I think Dr. White oan indicat e, on 
this par icUlar point -- he hae a memora ndum which he 
hae prepared and which I think if you aalt him to read 
that it would clarify •• • . 

Htt;Jr: Let me see bow we are going to do this. 
'fhat I ught tha t out of t h1 e busineu, I don't - - 1a 
t hh all financial? 

Dr. Feis: No, air. 

Mr. Welles: Some or it ie f inancial and soae i s 
clearly Export-I mport Bank and some ia olearly within 
the province or the State Department. 

HM ,Jr: f.!', I would say, 1a defini tely Treasury. 

Mr. Wellea: Yea. 

HM Jr: And if I oould have the deadli ne - - we 
haven ' t m~oh time. 

148 

Mr. Welles: May I interjeot something right here. 
The President arranged - -aaked me to arrange with you t o 
see him Thursday morning to give him our clear-out plan 
or what we thought should be done. 

HM,Jr: I will tell you (Mr. Welles) afterwards 
why I am am111ng. 

Dr. Fe1s: I th1nlt i t you read (1) , (2) and (3) 
together , you may t hen want to consider the question of 
method in regard to the three or t hem together. 

Mr. Wellee: (reading) (2) A long term loan 
to be ueed ror productive purpoeea within Brazil --
such purposes t o be generally agreed upon in advance. 
This loan would presumabl y be accompanied by an arrange­
ment providing that the part or 1t used to finance 1m­
porta would be spent in the United Statee. 

•some such loan t r ansaction mi ght be with in the 
power or the Export-Import Bank. However, there are 
reasons r or preferring to handl e it on t he baaia or 

.. 
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'oongreaeional authorization. 

' (3) Ae part ot a plan tor clearing up present 
delays in the provision ot exchange tor exporta from 
the United States, and tor preventing the recurrence 
ot suoh trozen exchange indebtedness, the Export-Import 
Sank might to a lim1t\d extent partioipate in a plan 
devised tor this purpose. Two previous 'un-freezing' 
arrangements have been inetteotive. It ie believed 
that the Brazilian Governmentiteelt should find the 
means !or paying ott a part of theee exohfnge arreare, 
and that if the rest ie converted into an obligation, 
t his obligation should run tor aa abort a term aa ia 
feasible. No attempt haa been made to decide exactly 
how rar the Bank should go in partioipation, but pre­
vailing opinion is that it it diaoounta the paper iaaued 
by the Brazilian Government for thia purpose, it ehould 
be with recourse against the &merioan exporter.• 

Kr. Welles: Now those three pointe, in~ judg­
ment, are clearly within the determination of the Treas­
ury Department. 

Dr. Feis: Besides the queation ot policy, they 
raise the question ot authority and as tar as I have 
been able to ascertain -- as tor (1) I would say 
question to be decided: whether Treasury or Stabiliza­
tion Fund has authority to make auoh a loan?· Ae 
tor (2), the public works thing, there is ques~ion ot 
khether Treasury or Export-Import Bank has authority. 
Ae to (3), it seema ta1rly plainly within the authority 
or the Export-Import Bank. 

You have three, at leaat two troublesome qaea~iona 
ot authority. Unless it ia decided that that authority 
ax1eta or oan be obtained, why it' a, it will be obviously 
risky to enter into diaoueaione with Aranha on the sup­
poeition that he oan secure financial help, whioh ia, 
ot course, a univeraal supposition. 

Now, aa to the means ot getting aasistanoe, get­
ting neoessary authorityL I must aay the suggestion that 
appealed to me moat waa wayne Taylor'• suggestion. The 
queetion ot renewal ot the Bank charter ia coming up 
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anyway. That it we could get that charter amended 
so aa to make it quite clear to Congress and the 
public that the Bank would have the authority t o 
undertake any such types ot operations as we des ignated 
here , it you then get that powe r you have it tor Brazil 
and tor any other eituati ons ot similar character you 
want to deal with. 

I Just mention that suggestion. I have no 
doubt ot alternative ones, but I do urge consideration 
ot the question ot determining what we have to do in 
a financial way or what authority we wish to seek -­
is the essential first question bef ore we enter into 
talk with Aranba. 

Mr. T~lor: It seemed to me in maki ng that 
suggestion t t I don't think it is necessary to amend 
the charter ot the Bank, but that it in the diecueeione 
down on the Hill it clearly brought out that this type 
ot operation not only is envisaged but is possible, that 
that is probably the place to do it. When we f i nd out, 
fairly soon, what the attitude ot Congress i s about t he 
E~ort-Import Bank •••• 

Kr . Pierson: Tomorrow at ten o ' clock. 

:so 

Wr. Taxlor: Mr. Pierson tomorrow, is going to 
ge t on the stand down there. Chances or gett ing through 
a speo1tio pieoe ot legislation, let'a aay, giving new 
authority t o Qake specific loans t o other countries or 
various ot her types ot things, it seems to me, i s not 
too good, but I think that we will have explained to 
Congress and given them every opportunity to act on the 
thing it we do i t in t he way I havo suggested. 

Kr. Welles: I am very much ot that same opinion. 
Don't you feel , however, that with t he exception ot 
one or two people on the Hill that the general tendency 
would be one which would be decidedly favorable towards 
the kind ot arrangement which ia envisaged here in this 
memorandum, provided it is undertaken with ot her American 
Republica? 

Mr. T@Ylor: I think ao, but I think i t we tried 
to introduce a apecitic piece ot legi slation we would 
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run into serious d1!!1oult1es. 

Kr. Welles: I quite agree. 

Mr. Taylor: Whereas by explaining tully to 
Co~re88 the type of thing tho. t the Bank oan do when 
it a ppears in the National interest to do it, you are 
using the proper vehicle; you are giving full expres­
sion to any views that may be presented and you also 
keep it more in 1te proper setting. 

151 

Mr. Pierson: Does anyone have in mind that the 
Bank would be expected to do more than it has in its 
Haitian contract, except in eo far aa a larger sum 
might be involved% There we undertook to finance a 
public works program which inTolved purchase of goods 
in t he United States, use or American services. A certain 
part or the funds are expended in Ha.1ti. That has caused 
no alarm or unrest any place. 

Dr. Fete: I think the operation under No, (l) 
is or a different kind. 

Mr. Pierson: I was down to (2). 

Dr. Fe~: There is also a question of authority 
under (1) . est1on or authority right down the line. 

Mr. Pierson: I don't think the Bank, under its 
present powers, would reel very happy about a loan of 
gold to Bra~il which is uaed for something not directly 
connected with trade. 

Mr. T&Ylor: Ir that ia brought out in your d1e­
ouasions, however, before Congreaa that that type or 
operation could be considered, why I think you will have 
met that question. 

Mr , Pierson: I am afraid it it is, 1t will not 
be renewed. 

Mr. Welles: ot course, it will have to be clearly 
understood what we had in mind. 

Mr. Taylor: That's a queet1on of opinion. 

Kr. Pierson : I can tall from letters I am getting 

.. 
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thoro ie common uneaeineae on the Hill about the 
possibility of the Bank extending itaolf some dist ance. 

HM Jr: You may be interested, as far as t he 
Chinese l~an, I think I have yet to receive my first 
letter of criticism and I got a largo ma11. I don' t 
m1n0 your quoting me when you go up on the Hill. 

~· Pierson: Letters we have had have had to 
do with ~er1can Republica more than tho Chinese loan. 

HM.Jr: I mean, my name was associated with it, 
but I have yet to get my first letter of criticism. 

Mr. Pierson: Ours are ala~oet 90 - 9~ t rom those 
who own bonds that are now in default. 

HM.Jr: That' a another story. 

Mr. Welles: Perhaps the beet thing would be to 
go on reading the rest ot tho agenda. 

"Part. II. 
loans might be made 
with which it would 

The conditione under which these 
and tho agreements and arrangements 
be advisable to accompany them. 

:52 

'If these actions are to serve theLr purposes ot 
cont ributing towards the economic development and stability 
in Bra~il and the improvement of relations between Brazil 
and tho United Statee, tho Bra~ilian Government should at 
the aame time deal w1 t h various outstanding difficulties 
and put into force policies that will prevent their recur­
rence, and enable this financial aaaietanoe to produce the 
reaulte desired. 

'The main steps of thie character which the Bra~ilian 
Government might be asked t o consider outside ot any agreo­
mente having to do directly with tho creation of a central 
bank are: 

"(l) Elaboration of the necessary agreements on 
the basis ot which the central bank and public worke loans 
might be made. 

"(2) Development and fUlfillment ot the plan tor 
resumption of service ot the preaent Bra~il1an defaulted 

... 
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"debts. Thi s scheme would ot neoeaaitJ proTide onl7 
very modest p&Jments, at any rate in t he immediate 
tuture, and a lso perhaps perml.t Brar.1l to reacquire 
part ot this debt at prioea prevail i ng a fter loan service 
was reaumed. 

8 (3) Understanding as regards the poaeibility 
ot America n enterprises in Brar.il remitting some earn1aga 
ae~intereat or dividends. 

8 (4) Understandi ng in regard to the position 
ot American enterprise in Brar.il. 

Kr· Welles: That has to do with cert ain pending 
legislation which, it enacted, would aeriouslJ endanger 
American enterpriees operating in Brar.1l, such as ln8Ur­
ance companies , banks. 

•Agreement upon and enforcement ot arrangements 
and poli oies whloh wou~d 

(a) Include neoessar,y measures to deal 
with t he pres ent overdue exchange 
indebtedness. 

(b) Administration ot policies to pre­
vent the creation in the tuture ot 
similar exchange arrears. 

(e) Arrangements to assure prompt pro­
vision ot dollar exchange tor future 
American exports. 

(d) Arrangements that would safeguard the 
competitive position ot American trade 
in the Brazilian market, partioularlJ 
i n respect t o the competi tion ot t rade 
carried out on the basis ot compensa­
t i on or paYments agreements . 

This set of problems haa a t tended Brazilian­
American commercial relatione steadily during 
t he past tew 7ears. It is to be hoped that 
when and as Brar.1lian external eoonomlo at­
fairs can be put on a more stable and assured 
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baaia, they will Jus t d iaappear. But in 
t he meantime, it ie deemed i mportant t o 
have arrangements adequately dealing with 
them, and propoaale that eeem to meet di­
verse difficulties and requirements not 
too unsatisfactory are eat f orth in t he 
following Part III. 

"Part III. Elements of possible program to 
deal wi t h existing diffi culties in the exchange and 
trade f i eld. 

"These d1ff icult1ea have figured largely i n our 
prev1oue discussions with both Aranha and Souz.a- Coata 
and have been the subject of a vast amount of subsequent 
d1ecueeion. A great variety of suggestions has been 
put forward. llo a ttempt will be made in th1s Ill! moran­
dum to exam1ne all the alternative programs that m1ght 
be put before the Bra%ilian Government for consideration 
ae an adequate wa' of dealing with the sit uat i on. The 
committee has rather , on the baeie of ita discussion, 
tried to formulate that program which seemed to it the 
moat promisi~ and satisfact ory preliminary basis of 
discussion with the Bra%i lian Government (bearing in 
mind that the program (a) muat be reasonably effective, 
(b) acceptable to the Brazilian authorities, (c) not , 
in confli ct with our general commercial policy, (d) not 
givi ng ground for other countries, especially Germany, 
to claim that they are being unfairly pres sed as part 
of a financial deal between ourselves and Bruil. 

"The eaaeDtiala of the suggested baeie of d1aoueeion 
are aa follows: 

(a) That the present trade agreement between 
Bra%i l and t he United States be ret ained i n f orce. 

Reiterat i on of the Bra%ilian poli cy to 
eo safeguard 1ts trade arrangements with ot he r countries 
ae not t o impair the nat ural and anticipated advantages 
of the Brazil1an-Amerioan trade a.greement. 

(b) That the Brazilian Government give a clear 
reiteration of t he pledge contained in the exchange ot 
notes accompanying the Bru1lian-Amerioen t r ade agreement 
to the e ffect that it would make dollar exchange immediately 
available for the payment ot exports t roa t he United State• 
(th1e might be supplemented and made more significant 
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by a further statement that the Bank ot Brazil would 
undertake to keep in the Uni ted States a t all times a 
tund tor the provision ot the neoeasary dollar exchange). 

(o) That Brazil will undertake as long as its prod­
ucts are sold in the United St ates tor tree exchange, 
not to make any ot the tree exchange available tor the 
payment of goods from countries which do not permit 
the acquisition or free exchAnge in payment for Brazil­
ian products. 

(d) That the Brazilian Government should work 
out a plan for dealing with the preeent overdue exchange 
a.rrears, providing cash tor aome refunding of the rest 
on as favorable terms as possible to the creditors. 

(e) That in order to prevent the recurrence of 
this situation, t he Brazilian Government have effective 
arrangements whereby the total exchange liabilities 
occurring will not be in excess of the exchange avail-
able. Of the alternative meane or aohiev i ng that and • 
it is suggested that the Brazili an Government might well 
consider the inauguration or a policy whereby it enforced 
flexibly differential buying and selling rates of exchange. 
Under such a scheme the size or the different i al could 
be varied according to the necessity o f discouraging im-
ports at any gi ven time. Besides the quality of flexi-
bility this arrangement would have the 1m rita of not in-
volvinf automat i cally any dieorimlnation aa between 
Brazil s sources of supply and of further making exchange 
available to the Brazilian Government at a favorable rate . 

"It such a policy were effected, the Brazilian 
Government should promise that exchange would be provided 
for exports from the United States on a most- favored­
nation basis (that the soread between the buying and 
selling rates applicable-to American commerce should 
not be greater than that applicable to t he commerce of 
any ot her country, including the commerce conducted 
under compensation arrangements). 

'This still would leave it poseible for Brazil to 
establi sh a scheme or cross-rates applying to the trade 
with Germany and other compensation countries that would 
leave American trade at ita present disadvantage or in­
increase that disadvantage - if the Brazilian Government 
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'eo chose. In that re8Pect, we ehould be dependent upon 
the gener&l pledge ment ioned in (a) aboYe - to effect 
which Bra~il might haYe to continue to l i lllit the quant it7 
of it a export a for blocked ourrenol.e •· 

(f) It would be agreed that there should be a 
periodic Joint audit (poeeibl7 carried out on the basis 
of cooperation between the two central banlr.e) or the 
exchange position of Bra~il tor the purpose or etud7ing 
the effeota of these arrangements and guaranteeing their 
satiefaotor7 operation. 

' Part IV. 

'Aa stated a boYe, it is to be hoped that internal 
and external eoonolllio cond1 t1,ons in Brazil will eo deYelop 
that the Bra~il1an Government will not need to exercise 
the methode of control wh1oh are the eubJeot of the 
preceding aeotion. To contribute to that outcome --
an« in logical connect ion with an7 plan of public worke 
financing -- attention should be gi• en to the long-run 
stud7 o f economic deYelopment in Brazil. 

' This might well, as a first step, Juatif7 the 
creation of a Joint committee to stud7 the question 
of t he means of promoting the production and sale of 
complementar7 products, such as rubber, cocoa, manganese. 
It is belieYed that there is much to be hoped for in 
th1e field. 

' Part v. 
' I t is suggested that an additional poeaible field 

or arrangement that could be worked on at the eame tiae 
aa the preceding is the matter of the aoqueit1on bJ 
the United St ates from Brazil of certain commoditiee 
on our etratasio raw material• list. Theae would be 
delivered to the American GoYernment for atorage pur­
Poeea. The proY18ion of such materials might well be 
ueed to P&J ott in part t he loane to be made. • 

HM.Jr: On the whole, I think it ie an excellent 
memorandum. I think thie 18 an excellent memorandum. 
I 8&7 I am sorr:J, tor one reason or a.nother, I have not 
had a chance to atud7 it. I realize time 18 preaeing. 
I would like to take it and read it . There are certain 

:ss 

.. 
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aapeote ot it I would like to diaouaa with JOU (Kr. 
Wellee) it I might, in preparation ot our aeeing the 
Prea1dent. Ba•e you a taw a1nutea to atay nowf 

Mr. Welleal Yee, indeed. 

HK,Jr1 I would appreo1ate that. 
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TO 

rROM 

TREAS URY DEPARTMENT 158 
INTER OFI'ICE COMMUNICATION 

secretary Morgen thau 

llr. White 

DATC February 10, 1939 

Subject: Su~ry of Data on Bra~il 

1. Bradl1 e debt situation. 

(a) Total indebtedness of the Federal Government or 
Brsdl 18 about $950 m1ll1on. Ot t his su• the external 
debt 1& t695 mill i on; the inlltrnal debt is abo ut $255 mil­
lion. 

(b) The Federal Government budget provides $45 mill ion 
tor the servicing or the public debt. or th h au• 
$13 alll i on is for interest on the d omestic debt and 
• 12 mi llion, ln the form or blocked milreia, i s applied 
t o the account of the foreign debt, and $20 million 1& , 
set aside t o serv1oe the f l oating debt. The sum allocated 
in the Federal budget tor servic i ng both dome s tic end 
foreign debts amounts to one-f1tth or t he to tal budget 
expenditures . 

(c) The internal debt of Brazi l is not in default . The 
external debt or Brazil was in partial default from March 
1934 to November 1937, ani has been in complete default 
since November 1937. Under the Aranha plan in force be­
tween March 1934 ard November 1937 interest and amortita-
tion payments were scaled down t o leas than half. Pay­
ments during those tour year• totalled $163 million. 

(d) The total external debt or Brazilian government• 
ino l uding State and mun1c1pal1tl es is $1,14o a1111on 

Debt 1n dollar bonds 
Debt in sterling bonds (equal to) 
Debt in franc bonds (equal to) 

2. Foreign trade ot Brazil 

• I 

I 

I 

(a) Brazil during the post war period, except tor depres­
sion years , had a favorable balance or trade or t50-$100 
millions. In 1937, however, the balance dropped to $17 mil­
lion ard in 19311 the f avorable balance wse completely wiped 
out. 

.. 
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(b) Brazil' • exporta were $350 ailli on i n 1937 and 
dropped to about $270 aillion in l 9JS. 

(o) Brazil's laporte have risen etea41ly trom $200 mil­
l i on in 19)4 to fJJO milli on in 1937. They dropped in 
1938 to abOut $270 mill ion. 

(d) Brazi l nor mally has a large favorable balanoe with 
the Unite d States, ranging !rom $50 to $75 aillion in 
the pas t t1Te yea rs. In l9JS, however, the f avorable 
balance will probably drop to l aea 1tltu1 $)0 a1111on. 
Brazi l had an unfavorable balance of trade with Ger many 
and with the United K.in!J1o• during the past t iTe years . 

J. Bra zilian foreign exchange a1 tuation. 

159 

(a) It 1e e e tlat ed that the total blocked balances in 
Brazil on account or exporters and private foreign busi­
neaeee in Brazil, is $65 million, or which $25 ailli on 
are blooltad accounts wh1ob go to the United States. Thie 
is a rougb eat1• t e and more accurate t1guree will doubt­
lees be obtainable troa llr. Al'anha. 

(b) Brazil can acquire aubetantial amounts or foreign 
exohen ge only t hrouf!ll a favorable balance or trade or 
throuejl capital import s. Her needa t or outpayment con­
sist or $~ to $6o million a year tor remittances or 
foreign compani es operating in Brazil, and tor servicing 
priva te foreign debt. At the pre eent time she baa a fur­
ther need or roughly $65 million in foreign exchange to 
clear up all existing arreare. 

Therefore, Brazil needs a favorable balance or trade 
in 19)9 ot at least $100 ailli on if she is to clear up the 
arrears and me e t the t o reign exchange obl i@llt10na during 
the year . If the debt settlement 1e on the bash or out­
payment& or $25 mill i ons , Brazil Will need a taTorable 
balance or trade or about $125 aill1ona. Th1a aua 1e 
greater than the balance or trade in any yea r since 1919. 

( o) It ehould be noted i n tbia connection that Brazil 
haa been impor ting arlll&llen te on a large s cale. It 1e 

ea tiaated that laporte or araamenta aaounted to $6o ail­
lion in 19JS and abe already has contracts outstanding 
that woul d involTe an expenditure or $25 mill ion in 1939. 

lli ecellaneoue 

( a) We have been able to f ind eight inet a.nce a in wh ioh 
f oreign go.,.rnment e have aca l .ed down their debts by re­
ducing the amount or princi pal. (Three or these inetancea 
are aentioned in Mr. reie' own book entitled •Europe, the 
World'• Banker, 1870 to 1914•.) 
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(b) 'l'he Argentine Oove m~~ent' • debt 1e only 
one-third ae .uoh ae Brar.11 ' e, to $375 aillion. 
'l'he internal debt, on the other hand, ie much larger, 
amounting to $1,100 a1111on. There 1e IIUoh •ore roreign 
capi tal in,.eted in Argentina than in Brazil and r equ1re e 
more than $100 lD1llion or roreign exchange per year to 
remit pror1te and interest on the ee foreign inve at•ente. 

Argentina baa not deraulted on any or her rore1gn 
or domeat1o debts. She aleo baa more than ten t1ee ae 
much gold and roreign e xcha nge t han bae Brazil. In 1937 
Ar~ntina was able t o reduce th1e out etand1ngfbre1gn deb t 
by $150 a1111on. Brazi l , or couree, wae not even ~ to 
pay int e rest on her ror e ign debt. 

... 
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Amori.can 
!!!!:_e• t /IJ!."..!.:.t:!"ent in Bruil 

luner lo M capital is inve:~d in Rracil throu~h (1) wholly o·mod Amoriosn , \ 
• u oidiarles, (2) Brazi lian compa.nioo in which American capital is i n control , \ 
(3) 3ru111an companies i n whi ch Amerioall i nvoatmont is subatantial but ' · 
not neoot'orily cont rollin&, ( 4) ll1acollanoouo invost,onto 

,.a of lllC4Dber 31, 1936, it wu eotimated by tho Department of Colll"'oroe that 
~:ca rl ' "'" di.root L"lvest:nents totalled C194-,345,000, d1T1ded. as follows : 

fin tbouoando or dollaro) 

!lumber 

' 4L'1ufacturln '"' 
Di•tribut' on 
etrole\1:!1 

"~•l>lic Uti lities and 
Trtuts pr-r-tstion 

·naoollaneous • 

Oran1r.at1one 

30 
25 
4 

9 
13 
81 

• l~oludoo agrloulturo, mining, etc. 

Value 

50,183 
15,612 
32,678 

84 , 411 
11, 461 

194 ,:146 

The ..,~ert""'ont ot Comeroe eat1:o..ated. Amorloan 1nvestoont 1n irvJustri&-1 
entorpriaos in 1918 as $50, 000, 000 , and in 1926 u $100, 000 , 000. At tho 
end ot 1933, direct investments wore oot!Aated at $197,000,000 (book values ) . 

:'ol lowln; •re sene ot the c cnoanlea which lm:n are or.ratin:; t'l Brar.ll. elth .. 
,.-,olly owed , or with substantial lnertcan 1n•eJt=.on a: 

'.ln~t ~ Shtes Stool Carp . - ~anese 11in01,' •hipping 
:u,on co . - m.e•t 
3·..,1tt t.. Co . " 
An:lour Co . " 
Bratlllan Traction , Light ~ Power Co . Ltd . 
Interna . lonal Telephone <1: Telegraph Co. 
Hootrio qond ~ Shn ro Co . 
~ertr an Foreign ~ Power Co . 
lntoreol"'t inents PO\"'rer Co. 
Ro•o lock Bra•1l Co. - cotton seed oil mlllt 
C&loric Oil Co . - bunkering and oU 41tt•·1 ut i on 
Atlantic Retin&Dg Co. 
St andard 0 11 Co . 
To;~aa Co . 
lJu. 0 ont de ••aou_ra 
Sin& r Sewin' lll~chiner Co. 
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Uo \tod iUil: Shoo ll&chhery J: o, 
;en or al El ootrio Co. 
All Amcr1c• Cables Co. 
Ula•ond !lat ch Co . 

• 

?ord ~or Co. - rubber plantati ons and auto plante 
:iene ra l l!oto re 
Intor nat lonal /Jach inory Co . 
··orthlot:;ton Punp I+ llacbi'l try Co . 
!ia 1o Corpor""t.ion o f h1aeri "a 
Ulan b Co . 
Tho f ound•t1on Co:o!>&ey 
e t1n; hovee El ectric A liltg . Co . 

:...~uro01 !Junn - Americ an Foreigt Inve s f;toltenta 
••'t.nkler - Investr.lonts o £' U. S . Capital in Lat in America 

162 

Dept Coanerco - Amer i can Direct Invescment e i n Forolen Countries 
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BrasU'a Debt SituatiOJ1 

1. The total debt or the BrazUian Govel'lllllellt 

(a) Total outatanding debt or t he Federal Oovert111ent of Bruil 
it about $950 lllillian , 

or that """' about $250 aUlion it tbe d .. utie debt (pay­
able in milreis ) . 

l1le amount alloeat.d in the budget tor aorvicin<; these 
debts, as recorded in the budget t or 19.'39, was t'4S million. · 
This included $.'3.'3 million !or the domestic debt, and the 
re=inder, in blocked milreie , to be applied to the account or 
the foreign debt . 

2. The internal debt or t he BruUian Ooverm~~ent. 

'nle internal Federal Oov~t debt or BraaU ia $250 llillion. 

Bra.zU is !'Ully sorviei!'-8 her Federal Government d0111eatic 
debt . The total ~ta set aaide this year for servicing the 
debt is $.'3.'3 ..U:U.on. Payments are, or course, in lllilreis and 
no defaults have taken place, nor have tho interest ~ts been 
scaled dOtm. 

Both interest pa;ymcnts and amortization ~nto on tbe 
Federal domestic debt amount to about one-ruth or the total 
Federal Goverm>ent blldjret expenditures in 19.'39· 

J , !be external debt or Bra!U. 

(a) nte total external debt or Bra.zU (including State and local 
governments/ now outetanding is $1,140 llilliona in bonda, exclud­
ing interest arreara. 

Debt in dollar bonds 
" • sterling bondt 
• • franc bonds 

Total 

$36o million 
735 • 

_!.1 • 
~. 

or the total outetandinll tunded debt of $ll40 ..U:U.ont 

Debt or Federal Oovermaent is $ ~7 ..U:U.on 
• • State • • 285 • 
• • llunicipallties • 106 • 
• • •Gortee Detente• (guA!'­
anteed by State or sao Paulo) _.22. • 

$1140 

2.63 
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Brasil ' s total !oreian debt. baa been in o<wplet.e de!aul.t 
since Noveaaber 19)7. She baa not paid aD;f int.ereat or ~ta 

164 

on principal since No\"'llber 1937 1lben the Aranha plan was d1 opped. 
Hoorever, the Feclaral. OoY.,....t. appropriat-es lllilreia bahl>cea to 
help toward ultil:lat.e llt!Mici.ng, and t.be .ur.1e ..... blocked in 
the Bank of Brasil. In 19)9 @out $1.2 ld.llion (in llilreia) ...,.. 
included in t.be bwlget tor t.het purpose. tbeee .t'UDde pre8UIIabq 
are available tor qricultural. loans by tbe Bank. 

4. The Aranha plan tor !orsm debt. pament.. 

The !ull service or tbe outstanding debt (including Feclaral., 
State, end municipal.) would have required int.ereat p-ta ot 
roughly $70 million and amortisation or t30 1111ll1oo, but the 
.Aranha plan cut tbe pqm.ents lees tban bal.!. The .Aranha plan 
woa in force tram 1934 to Nove:nber 1937 tbaugb it wae supposed 
to run tbrougb Declllllber 1937. 

The plan called tor ~nt.s of ~sation and tull 
interest on 20 percent or the debt., and partial int.erest on all 
but 5 percent or tbe balance . Payments st&rt.ed at $35 million 
in 1934 and increased 7earl,y to $45 million in 19)7. Under tb1e 
plan a total of $163 mill1oo wae paid, the bulk or which •as on 
account of interest. Tho ~nt or tbie $:1,63 mill1on over t.be 
tour year period retired, according to Aranlja, coupons having a 
nominaJ. value or ~ 1111.llion. 

The .Aranha plan wne nccept.ed by tbe foreien bondholders 
under prOtest. The d1 'liaion or tba pa;ymenta 11110118 tbe three 
countries, partieul.arl,y aa between AJErlcan end Br1 tish bond­
holders, was a aatt.er of web e<mt.roversy nth Dr. Reuben Clark 
representing tbe United States interests and Sir otto llieooeyer 
repre.nmting t.be British. 

The Federal Oovenwent baa been in default of ber external 
debt twice before; each t1&e tba arrears were tunded (in 1898 
a.nd 1914). At. no time •ere eitber tba int.ereat or principal 
acalad doom. 

Tbe record of tbe State end ommicipal eovernunte servicing 
ot foreig)l debts is veey uneven. '!'oro of tba States - Sao Paulo 
end Rio de Janeiro - , end tbe cit,. or Rio de Janeiro, bad a 
perfect record until 193(). otber States and cities have cletaul.t.ed 
bua tioae to tJJu. 

Regraded Unclassified



Brazil's Foreign Exchange Situation 

r. Present blocked balances. 

1. It i s estimated that the blocked balances in Brazil 
no~ amount to a bout $6o million, mede up aa follows: 

! a) 
To exporters in u.s. $15 million 

b) • ·ot other • countrie a 25 
c) Profits and in tereat on private account 

due u.s. 10 
(d) • • • • • • 

in other countries !.2 
Total blocked acccunta t o U. S. 25 • • • • o ther countries 40 

2. How much foreign exchange does Brazil need in 1939? 

(a) Berore exchange control was introduced (1931) 
Brazil remitted each year tor dividends, interest, etc., 
to al l f or ei gn count riea on priva te account about $6o mil­
l i on. It interest, dividend and profits were tree to leave 
the country, probabl:y rrom $30 to $50 onill1on ot foreign 
exchan~e woul d be used up in 1939. 

(b) Exclusive or any payments on the Brazilian Govern­
ooent ' a f oreign debts Brazil woul d need about $65 million to 
clean up on present b l ocked accounts, and about $4o million 
more during 1939 to meet remit t ances ot inte re s t, dividends, 
etc. on priva te a ccount. 

( c) Feis mentioned a poas ibility or acaling down or 
1nterPat payments to 2 percent. Were t h ia t o be accepted it 
•ould cell t or outpayment& ~t $25 mi l l ion a y~r. allowing 
tor no paymPnta on account or principal. 

{d) Altogether Brazi l would need on the above basis 
about $100 mi lli on ot fore ign exchange - a bout halt ot which 
wo~ld go to the Uni ted Statee, excl u sive or payments on her 
fore i gn debt. 

• 
• 
• 
• 
• 

) . How much to reign exchan&e can Brazil accumula te next yer r ? 

(a) Brazil now has $33 million in gold assets and 
Prac tically no foreign exchange. This 1s her only monetary 
reserve and she would be moat re l uctant to let any part of 
1t go. 

(b) She baa stepped up her gold produot1on to about 
t7 mill i on a yepr . 

.. 
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(o) She produces practic&llf no ailTer. 

(d) Her balance ot trade t or 1939 is Terf uncertain, 
owing to ita ohiet dependence upon pricea ot cottee and 
cotton. Ae thinge look no• it ia not likel7 this Tear's 
exports will increase by more than $50 million - or 15 per­
cent. 

(e) She can out down her imports by government action 
and by curtailing her expenditure s on armaaente. Her ex­
penditures on armament i mports tor next year are goi.ng to 
be a t lea st $30 million on outs tanding oontraots, and we do 
not know how auoh more is oontempleted. In 1938 Bra~il ex­
pended $60 mill ion on imported armaments. 

Conc l uaion: 

It: 
(a) Bra~il_ can cut her armament imports in halt, 

(b) It her erport situation becomea ta•orable, and 

(c) It payments due on her government debt are scaled 
down to $25 million: 

Then, Brazi l can, we believe, olean up her arrears during 
the pre sent yenr and meet her necessary outpayment a during 
1939 without any t1nano1al assistance !rom us. 

But, should her export situation not develop taTorsblf 
and s hould ehe not curtail her armament imports ehe will be 
as bad ott a 7ear !rom today ae now (assuming, ot course, we 
do not extend her ored1 ts that ehe can employ to c l ean up 
present blocked balances, or finance some portion ot her 1m­
porte). 
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A. Significant features ot the Bra~il1an proposal: 

1. The capital stock or the corporation wil l be the 
roulvalent or $5 m1llion. The BraLilian Tr easury will aub­
tcrlbe 6o percent or lt. The balance Will be sold to the 
oublic ln Braz i l and in the Uni ted States. It will be a 
U mited dividend corporation with the maximum r eturn on 
<tock being 8 percent and the minimum return of 4 p~ent 
"\ert nteed (by the Brazilia n Government). Eighty percent 
of the orofita o f the company in excess o r the 8 percent 
dividend will be devoted to reducing the liabilit ies or 
the company and 20 percent will be added to reserves. 

2 . The corporat ion wi ll obtain moa t or i ta operating 
runds from a bond issue of Aloo mill i on in the following 
~anner: $50 mi llion to be suppli ed bv the United St ates 
Gov orn ll'e nt, and $50 million or bonds to be sold to the 
A~rr lc~n public. However, Americana will be ~errnitted t o 
subscribe to the equivalent or $25 million or the public 
l rrue wi th blocked milreia. The bond i ssue will be at 
~ nercent int~rPat and will be guaranteed by the Brazilian 
1rearury. The Uni ted States Government will agr ee to 
facilitate additional l oans to the corpora tion at 4 percent 
i nterest, the loans to be guaranteed by the ~ilrela capital 
of the corporation . 

}. The corporati on will agree to buy in the United 
ttr tes the i mported materials it will need in i ts ccns truo­
tion activit1Ps an"\ t !:e oomoo.ny will utilize the services 
of A'Terico.n technic i ans . 

16S 

4. ThP corporation will carry out the sale or Bra~ilian 
rt~ ~ateriale and products i n th~ Uni ted Stat~s and those 
co~panies which purchase Bra~ilian raw mat~rials will be 
~lven ~reference i n the export or their pr oducts to Bra~il. 

5. There i s some ambiguity ae to the time length o r 
the loan; in the proposal it is stated that the l oan will 
be redeemed at the end o r five years; however, the loan 
•ill be aoortized at the r ate o r S4 m1llion a year , wh1oh 
TOuld b~ a t "enty-tive year loan. 

6. The propos al contains t he or ovision that the Bra~ilian 
O.lovemment will give pr eference in i ts purchase~ to the prod­
uc te or indus t rie s developed by the corpora tion. Ther e 1S 
a lso a or ovision l i miti ng the eume whi ch the oomoany can 
s~end i n administrative expenses to $1 million per year . 

7. The corporati on's activi t i e s will be directed t owards 
the acquisi t i on o r m1n1ng properti es in Bra~il, the expansion 
or industri al activity, particularly the development or an 
i ron and eteel industry, the renovat i on ot the r oll.i ng stock 
or the Br a zili an r a ilroads, and the development or the produc­
tion or rubber, vegetabl e oi ls and petroleum, 

.. 
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e. Solie que at1ona ra1Hd by the .... randua: 

1. It would probably be Yery d1tt1oult to tloat a 
loan in t h1e oountry ot 4 percent bonda, or which at leaet 
$25 million 1a to be aold to the AIDe rio an public. 

2. The subecription tor t 50 million ot bonde by the 
United Statea corporation may be carried out through the 
Export -Import Bank or would need Congreaeional acti on. 

3· The aotiYi tiee proposed tor the corporation are 
such as probably will not yield a profit tor eo,.. years 
a n er oommenoing operationa. The plan ebould probablJ be 
modified in part to adJust to t bia taot. 

167 

5· There is no specitic proYision t or partici pation 
1n the control ot the corporation by American interests or 
by Un1ted States OoYernJ~ent repreaentatiYea during the early 
yea.ra. · 
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s. soae gueetiona raieed by tirat reading ot the propoeal: 

1. It would probably be ?err dittioult to tloat a 
loan in t hie oountrr ot 4 percent bonda, of which at leaat 
$25 m1ll1on is to be eold to the American publio. 

2. The aoti?1tiee proposed tor the corporation are 
such as probably will not yield a protit tor some yeara 
after commencing operationa . The plan should probably be 
modified ln part to adjust t o t hi& tact. 

3· There is no epecltic provision tor participation 
1n the control of the corporation by American lntereate or 
by Un ited States Government representati?ea. 

~. The subscription tor $50 alll i on ot bonds by the 
United Sta tes corporation may be carried ou t t hrough the 
Er?Ort-Iaport Bank or would need Congreaaional action. 
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CAJ>l'al.l TIM Cctn.l IIaNne JlaU of BnaU ebell lan aa 

1J11tlal oapltal Of 10,000 OOD.toe, with tiM poM1111UtJ Of it 

'HiDC 1uoraaee4, 

There 1a 110 D.eoeedtJ ot .. tabUeh1JIC the laak 

with too larp a oapital, u tb1e wou14 oa11ao a ha.4oa.o:r tor 

obta1n1DC lara• protita, oapabla of reawaera t inc a a.uaber ot 

ahara• uoeaehelJ h1&h, wb1oh would 4atoat tbe purpoae ot 

eatabl1ab1DC a ohaap ore41t tor lecitiaate eoonoaio aotiYitiea, 

Later, attar it baa beaD. proYe4 ill a praoUoa.l. 

•DDer that t he baDlt oparaua.c IIA4er no~ ooD.41Uoa.a ia able 

to take oare ot ita rumda.c expaAaea aD.4 to p&J a roaaOD&ble 

41rtdaa4, tba oapital ooul.d be illoraaae4, 

GOLD RASIRn : Aaauaia.c that the 111DJ.aua cold ruern (COld u4 

ourreno;r) woul4 be ""' ot the t o t al aMIIDt ot the paper ourreDOJ , 

i n oiroulat ion an4 other i moediate o b11pt1ona and aia.oe Braail 

at the present tiae d"u not 41apoae of the neoeaearJ reeouroea 

t o tul.lJ eatabliah auc h reeer.e, i t ahould be built up &raduallJ 

1n the tollowiAc •DDer: 

a ) Ool4 wb1oh will be delivered bJ the Federal Oon~t 

aa pert pe;raent of the 4ebt ar1a1ns tl'Oa t he t ranater 

of t he reapanaib111tJ ot ~&e ourreoo:r o1roulat1on; 

b) Oblip t iona to be 1uuad b7 tba ledere.l Oon~at to 

a total which will oonr the dittereooe between the 

111n1Ju&a Fld reaerYe aiiOIIAt and the cold Y&lue -­

tioned uader it .. ~a~. 

Theae obli&&tione •Y only be aold b7 the Bank ill 

t be tree .. rket to buJ ourreooJ, proYidad that the 

aituation ot both t he oapitel a na exohance aar~ta 

wi.ll atan4 auch an operat i on, Tba ourrenoJ lloucht 1A 

thh .. DDar will reYert, then, to tbe cold reaene 
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J'oMTR llalaDIIo, with tho ,_olllt7 ot llelJic tn.aatono4 

bto .. to.l, •• CUO:ralltood ~7 tho noODt •&1'•-•t wltll 

tho United Statoe OoYor~at. 

Tho Bnslllan Oonr111oot oan alao, bJ p~&rohaalDI 

SOld alnod ln Bra&ll, whlOh Will bo dollYorod to tho 

bank, rodoea tho obll ptlone l .. ued ln Y&luea oorr .. pond• 

lns to tbe •tal t hua dolhored. l!o-nr, it abaU in 

an,7 war rode•, a nnuall7, a oartaln part ot tho atoro­

~14 obllgttiona. 

In thia -=or tho t otal iaauu ot honda will oalJ 

tend to deorea .. anc1 to bo trenator.c1 graduaUr loto 

SDld. 

B#.I«<NG LICISLATION: In t ho ~Didos leshlotlon whioh 1a to bo 

paaaod at.ultaneouelJ with t ho oreation ot tho Central Rea•~ 

Balik, tho oo111111eroial banlte ahllll be obliged to han llinlsa ro­

oorYoe tor their ourront a ooounta and ti- dopoalta, e~ ot whlob 

will bo ooapuleor1l7 c1epoa1 ted i n t ho Central Reeorn Bllnlt. 

In the .... aanner •• tho United Statoo Federal 

RooorYo SJ•t .. adopted tbroush t bo Aot ot lts&, the Central BllDit 

ot Bra&U wlU hno tho taoult7 ot aod1t7ins tha alnbma llllita 

ot t boao roeorYeo. 

GOURJQQIITAL CON'l'ROL: Aa baa been round addsable l n Yin ot 

proaont world troada, tho Federal Govornaont ~at baTe • propoR• 

dorant lntluenoo in tho •us-oat ot the lanlt, ao •• to plaoo lt 

ia tune with tho lo&ltlaato eoonaaio l ntoresta ot tho oountr,.. 
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TBB PROBLKM OP TBB BXTBRNAL DEBT 

1 - The suapens1on of payments of the external 

debt of Brazil - Federal and State as vell as municipal - 1a no 

lonser a subject or debate, since tho absolute impossibili t y or 

transferring the funds necessar y for such payments, vhich the 

Brazilian Government faced on November 10, 1937, has become evi­

dent from the· to11oving trade figures . 

1928 

1929 

1930 

19:n 
1932 

1933 

1934 

1935 

1936 

1937 

1938 

Exports 

(in pounds 

97 . 426. 000 

94 . 831 . 000 

65. 745 . 000 

49. 543. 000 

36. 629. 000 

35· 790. 000 

'!15 . 239. 000 

33.0ll. OOO 

39. 069. 000 

42. 529. 000 

36. 537. 000 

Imports 

sterling) 

90. 668. ooo 

86. 653. 000 

53. 618. 000 

28. 755 . 000 

21 . 744 . 000 

28. 131.000 

25 ,1167 . 000 

27. 431.000 

30. 065 . 000 

40. 607. 000 

35. 834 . 000 

Balance 

6 . 757 . 000 

8 . 177 . 000 

12. 127. 000 

20. 788. ooo 

14 . 885 . 000 

7. 658. 000 

E · 772 . 000 

5 . 58o . ooo 

9 . 003. 000 

1.922 .000 

523. 000 

The suspension vas not, therefore, a cere official 

act , nor vas it in any vay a result of a political transformation 

or of an alter ation of the traditional policy of Brazil, but in­

deed an unavoidable and imperative imposition of facts , proved by 

actulll figures. 

II - Other rectors , equally independent from the 

v111 of the Brazilian Government and from the labour of the Bra­

zilian peopl e, vere added, some of vbich derived from t he decrease 

in value or our foreign trade , and others from universal phenome­

na , vhich vere 11kev1se beyond all control; such factors also 

having contributed, not only to create the impossibility of pur-

.. 
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pursu1n& tho payment of the external debt , but also that of re­

s~Lns, even nov, the service of the debt . 

Year -
1928 

1929 

1930 

1931 

1932 

1933 

1934 

l'l35 

l O}tl 

1937 

193P 

!Xports Minus difference as coopared. 
vith rlgures f or the year 19?9 

(in pounds sterling) 

97 . 400 .000 

94 .8oo.ooo 

65. 700. 000 29. 100.000 

49. 500 .000 45. 300.000 

36.600 .000 58. 200.000 

36.8oo.ooo 58.000.000 

35.200.000 59. 600.000 

33.ooo.ooo 61.8oo.ooo 

39.ooo. ooo ss. aoo.ooo 

42. 500 .000 52 .}00.000 

36.537 .000 58.443 .000 

566.857 .ooo 478.543 .000 

III - At the be£innin~ of the world depression, 

~rAzil possessed in its Treasury upvarda of thirty o1111on pounds 

sterlin&, in addition to lar£e co~~ercial credits abroad, vhich 

tended to keep up the volune and vAlue or foreign trade. The 

depression , hovever , entailing, as it did , the sudden closing of 

bank eccounts , especielly in the United States , forced the Bra­

ZiliAn Government to use its gold reserves for the hesty liquids-

tions imposed on the economy of the country. Brazil set, in 

thnt circumstance, a standard of effort and sacrifice which has . 
boon surpesaed by none , in the hope of retaining its credit and 

deserving the cooperation of ita creditors . 

IV - The result of such effort' was unfortunately 

negative, not only because foreign credits vere not ~aintained -

vhich vould have been indispensable 1n order thet the voluoe and 
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and value of foreign trade should not tall ott - but also because 

normal banking credits vera reduced t o insignificant amounts in 

several countries , and entirely suppressed in the United 3tates, 

rrom vh1ch quarter ve could least expect such a line of action, 

consideri ng the punctuality vith vhich our obligations in that 

country had been met, even et the lov of the depress i on. 3uch a 

situation brought about, as a matter of course, the devaluation or 

Bret i l i en currency, as follovs: -

Precentages of depreci ation of the milreis 

Year Free quotations Official quotations 

1928 o.~ 

1929 1,}'~ 

19}0 9 , 1% 

19}1 37, 8% 47, 8% 

1932 40,5~ 

19}} 47,1% 

19}4 66, 5% 57, S,: 

1935 71,~ 57' 9'% 

1936 71.~ 57.~ 

1937 70 ,~ 57, 3:' 

19}8 71, 3!& 

The price of imports has doubled, and the pr ice of 

exports decreased, both 1n terms of pounds and of mi1r eis, so 

that ve have been compelled to more than double the volume of our 

exports , in order to attenuate the decrease in the total value of 

transactions . The lack of funds available abroad vas naturally 

followed by the scarcity of means at homo, thus aggravating the 

depression in the general economy or t he country. 

, 
' 

v - Brazil faced that emergency in a spirit of ab­

solute self-sacrifice, trusting that her conduct vould tend to r e­

establish the situation of good-vill end cooperation betveen coun-
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countries, which had existed prior to the depression and india­

penaab1e to the progress and welfare or each and every Nation. 

Year -
1926 

1929 

1930 

1931 

1932 

19}3 

193-

1935 

193o 

1937 

Favorable balance of Remittances for the 
r orei!!!! l::raa:e serVIce or l::lie ex-

Eernai a:e'61:: 
(in pounds sterl1ns } 

6. 757 .000 16. 1:;5.000 

8. 177 .000 17. :;90 .000 

12. 127 .000 19 .88:; . ooo 

20 . 788.000 17 .689.000 

14. 885 .000 6. 682.000 

11.296.000 6. 449.000 • 
16.o:;:;.ooo 7. 108.000 

9 .049 .000 7. 494.000 

14.811 .000 8.012 .000 

:; . :;29 .000 9·900.000 

117 . 252. 000 116 .742.000 

VI - The above figures suffice to demonstrate : 

e) that Brazil, in the most difficult periods, 

paid i ts debts, oven when it involved the 

sacrifice or gold reserves anc the essessepnt 

of heavy internal contributions for that 

purpose; 

b) thet Brazil has roached the extreme licit or 

self- saoririoe , making remittence of the whole 

or its favorable trade balance in order to 

fulfill i t s obligations , under the so-celled 

"Oswaldo Aranha eoher.~e " ; 

c) that payments wore suspended only on Novem­

ter 10, 19:;7, after all possible resources 

.. 

bed been exehaustod, and owing to the absolute 

materiel 1npossibility continuing the peymento. 
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payments . 

VII - The situation Yhich forced the Government to 

suspend payments in 1937 vas not altered for the better in 1938 ; 

on the contrary, during that year there vas every indication of 

increasing difficulties . Foreign trade figures for the year 

1938 sbov a still decreasing value of exports in terms of gold 

end an increasing value of imports in terms of milreis : the pur­

ehasinp and paying capacity of Brazil is steadily decreasing, 1n 

free currencies , because the value of Brazilian exports to coun­

tries tradinp 1n free currencies 1a decreasing, notv1thstanding 

the increase 1n ouantity of such exports . 

Such countries (United States , Great Br itain, France 

·~d Arcent1ne) purchased from Brazil in t he five years extending 

fro~ 1928 to 1~32 , merchandise vorth C225. 167. 000, gold currency, 

o:eins t only .tll5 . 34i' . 000 1n tho !'ive :rears follov1nj; (1933-

1937) . The annual averase dur1ns the former poriod vas 

:45. 0}3. 000, against £2}. 069 . 000 for the latter, and only 

Z19. 10}. 000 for the year 1938. 

Foreien Trade Balances 

Year u . s . A. Oreat Bri t 1-1in France Argen t i na 

1928 ~ 20. 189-000 - 16 . 164 . 000 t 3. 176. 000 - 4. 6'(8. 000 

1929 ~ 13-921. 000 - 10. 468. 000 -r 5 -948. 000 - 3. 451. 000 

1930 r 13-567. 000 - 4 . 948. 000 ~ 3 -356. 000 -2 . 690 . 000 

1931 '1- 14 . 42~ . ooo - 1.458. 000 + } . 244 . 000 -1. 264 . 000 

1932 t- 10. 222 . 000 - 1 . 604 . 000 + 2. 165. 000 -+ 590 . 000 

1933 t 10. 759-000 - 2 . 792. 000 t 1.E~.ooo - 1. n:; . ooo 

1934 ~ 7 · 773. 000 102 . 000 .. 1 . 561 . 000 -1. 487 . ooo 

1935 .. 6 . 612 . 000 354 . 000 .. 1. 737 . ooo - 1-916. 000 

1936 ~ 8 . 528. 000 + 1.277 . 000 -i' 1. 997. 000 -3 -355 -000 

1937 ~ 6 . 056.000 - 1.052-000 -4- 1 . 743. 000 -3 -678. 000 

1938 .,.. 3 . 373. ooo 267 . 000 T- 1. 268. 000 -3 . 180. 000 

Regraded Unclassified



111· 

- 6 -

S'WZII&l'y 

1928 ' 
to 1932 +72. 323. 000 

19}} to 
19}7 ~39 · 728 . 000 - 3 . 023. 000 -t 8 .868.000 - 12.149. 

BRAZILIAN EXPORTS 
( in £1,000 ster11ns) 

Yearly average D0 2n0 perioO Estimate for 
lat . 5 -year period (19,-1937) 1938 

UQ!teO States ••• 29. 847 14 . 821 11.912 

Great Britain •• • 4.223 3 . 702 } .}14 

?ranee •••• • • • • •• 6. 676 2. 8oo 2.}'H 

Arg,ent1ne •••• ••• 4. 286 1. 745 1.5}0 

Percentual alterations 

In the 2nd . 5-year In the year 19}8 
period as compared as compared with 

with the lat. lat. period the 2nd o• 

United States • • • -50% -60% - 19f> 

Great Britain ••• -12% -21$ -10% 

France ••••••.••• -5~ -64~ -1~ 

Ar£ent1ne •••• • •• -5~ - 64% -1~ 

Brazilian Imj!orta 

OniteO States • • • 15. }82 6 . 875 8 . 545 

Great Britain ••• 11. 152 4. 307 } . 581 

Prance • .••... • .. } . 098 1. 027 1 . 073 

Argentine ..• •• .. 6. 584 4.174 4. 710 

Percentual alterations 

United States • •• -55% -44~ -24:' 

Great Britain ••• - 61, -67, -l&,t 

France • .•. • • • •• • -6~ -65~ - 4~ 

Argentine ••••••• -36'.' - 28:' -1~ 

VIII - The suggestions received from British, 

French, or Sviaa sources , for the relief of this situation, may 
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CAJ be su::10erited as follows: 

a) Consolidation of the Federal, State and muni­

cipal debts, in a nev issue, vi th e reduction both of the capital 

and tho interest, and an extension of term; 

b) financial end economic cooperation of cre­

ditors for tho drafting and execution of 8 plan, similar to that 

adopted by Chile; 

c) gradual nationalization or the debt ; 

d ) purchase of bonds in foreign markets , with 

the available funds , until the favorable trade balances be suffi­

cient to per::tit resU!llpt1on of interest. 

IX - Nothing concerns rnoro the Government and the 

people or Br&zil , ttan the absolute impossibility in which the 

country hes found itself, throu-;h no fault of lts ovn, of resuming 

the payment or its external deb£ ; wherefore we are both willing 

and ~~~~1ous to consider any suggestion tonding to remove such on 

!~possibility, at the earliest possible time, and under the most 

favorab le conditions for our creditors . 
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,. ordit ot &0 aillioll dollar• to tM C.r teira C&abia l ot 

the Dt.lllt ot Brazil (hoball&e Departa.nt ot t~ Blllllt ot Brazil) 

in o~er to rel .. ee the e::tc~nae tor tbe OUl'l'ellt trade, ia nc­

geeted in the following teraa : 

DICRD 

Art . l - Libert)' tor e::tCMilge oporationa in collDeetiOil 

with normal trade ahall bo r aaatabliahad in the teras ot this 

Decree and t o taka ettact on the date ot ita publication. 

J.rt . 2 - Export dratte shall be sold in the open •rket 

and shall be applied ucluai1'0l7 to pa,.enta ot laporte. 

Parapph - The :IJ:change Control Dapartaent will eupplJ 

export permits onl7 upon presentat ion or proot b7 the exporter 

to ahow that the exchange baa been sold ill a ccordance with the 

teraa ot this Decree. 

Art. :1 - The Banks purchasing e::tport dratta will be obli­

gated to sell to the Dt.Dk ot Brazil on a eight dratt on London 

or Haw York ill accordance with the rate eatabliahed dail)' b7 

the Balik ot Brazil, l<ll' ot the aaount ot each bill ot exchange 

purchased. 

Should the e::tobange dratt be iaaued in other currenc)' the 

conYaraioll to pounda sterling or dollars aball be •de Oil a 

baaia ot ita parit;r ill London or New York on the da7 ot pur-

ohaae. 

Art . 4. - 1'ba purcbaea ot uol:anga tor the paJIIent or 111-

portatiolla ahall be •de in the -• •llDer ae that ot Mlea 

tor a::tportation ill the open •rkat and with the prertoue 

authoriaation ot tM Kxcha~~&e Control Department. 

Art. 5 - The exoballga tor the pa,..ellta of oolloctiolla 

oY.rtue wp to the date ot thie Decree, the equiY&lant or Which 

ill Braailiall currellC)' baa bean deposited in the tora ot ill-

.. 
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1oatruct1ona in etteot cannot be purohaaed in tbe open •rket. 

Tbe Banco do Braail will turniah the neceaaary ooTera6 .. tor 

tbia purpoea tbrougn the otticial excb&nce rate in ettect oa 

the date ot the publication ot thia Decree or tbet ot the opea 

market aa .. y be tound ~re conTeuient tor the purchaser • 

.t.rt. 6 - Tranatera other than tboae iaauing troa currant 

export and iaport t rade .. Y be a da only tbrougb the Banco do 

Bra ail . 

Art . 7 - Foreign touriate shell aell openly to the Banke, 

ltxobauge llouaea or Bauki nc :ril'IU t he ~unta ot their latter• 

ot credit , traTellera• oheolta or foreign eJ:cban&e and •Y re­

u cbance the national. currency ahould they ao desire. The 

tuoda .. de anilabla in t hie anner to tbe Banlta , :&xobange 

Roueea or Banking Firma muat be applied by thaa eJ:cluaiTely in 

the aale ot dratta, letters ot credit, pa,aent order s or toreicn 

currency , to persona duly authorized to purchase eaae t hroucb 

tho Bank Control tor purpoaea or travel or living eqena .. a­

broad. 

Paragraph - Such opera t i ons IIUSt be ent ered aepare.t el y a nd 

reported daily to the Bank Contr ol (:riacal izaqao Banc,ria). 

Art. 8 - :bchanae opera t ion• in coapenaa t e d currenoi .. 

aball be handled exclusively bT t he Banco do Brasil which aball 

altar ita quotation i n a ccor dance with the tluotuationa or cur­

r enc ies baving tree course in the i nternat i onal open •rkat . 

Art. II - The Bank ot Brazil •Y not maint ain a "boupt• 

excb&nce poeit ion on coapenaated currencies and • Y pur,baaa 

tha olll.y ror oonrap ot ealaa •d• preTioualy or at tba aaae 

t iaa. 

Art. 10.- With the eJ:cepti on or the Banco do Brasil, Banke 

shall not •intain a "bousht" position above 5000 pounds atar-
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aterliA& or ita equiT&lent in other ourranoiea. 

Art. 11 - Tbe Banco do Braail will pertora all excbanse 

operation• pertaining to private capital , awapa, reporta and 

othera , at tbe rates preY&ili.ng in tbe open market. Tbe Bani 

abell take care ot the aerrioe or priTate capital within the 

liaita or ita available tunda aa practicable. 

Art. 12 - All goTernaental depart~~ente and public aerrioee, 

tedaral, atate or mul1oipal, auat handle a.ll their operation• 

and tranaaotione through the Banco do Brasil. 

Art. l S - The Be.nka, bchange Bouaea or Banking Firas 

wbiob rlolate the prorlsiona or this Decree, appl:ying tor pur- .. 

poeea other than those herein prescribed the tuDds aY&ilable, 

aball haTe their banking liceneea cancelled and ma:y no longer 

operate on exchange transactions. 

u t . 1• ·- All proTieione to the oontrar:r are bereb:y r eToked. 
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Tim ICONOIUC ~UIFKINT OJ' Bptzn. 

I - Brazil ia a Dew country in the eoonoaio sanae ot the 

word, an4 it ie therefore a debtor country, Ite exporte oon-

aiat cbietl)' ot raw •terials ud t oodstutta, and tbia taot 

compels it to oCIIIpete in world •rll:eta wi th the produce ot 

colonial regions, 

II - The eoonollio deTelopmant ot Brazil bad been prooeedin& 

up to the time ot the crisis ot 1929 , in the same manner as that 

ot all new countries , Dallal)', through t he cooperation ot torei&D 

capital secured by loans, both publ.i c and prhat e, In accord-

ance with t he logic ot the syatq, tunde obtained in tbia --r 

shoul d contribute toward the expansion ot the econCIIIic aquipaent 

ot suoh countries, resulting in a gradual inoreaent in their 

exportable production, until a situation were reached in whioh 

tbe i ncreasing balances should permit them to take care ot the 

annual serTice ot their respeotiTa foreign debts. 

Brazil had not yet attained tbia st.ege wben the syat• 

under which i ta aoonollio eTolution wae bei ng prooeesed waa ab­

ruptl)' interrupted b)' t he cessation ot international loan•.• 

Tbe prices or raw lll&t erials, by reason ot the crisis , undarw.nt 

a deep depreciation, and the econollio equipaant or the country 

became greatl)' diJiiniebed, with a conatant corresponding reduo-

tion in i t s t rade balanoaa. The present s ituation constitute• 

• Tioioua circle: the he&T7 reduction i n t he gold T&lue ot 

exports does not permit purchase abroad or materials neoeaaar)' 

tor renewal and expansion ot the eoonomio equipment, while , on 

the other band, t he inadequao)' ot the present economic equipment 

prnaRte the inor••• or the exportable production through i.n­

duetrializatian or oartein produota i n respect to which Brazil 

~ 
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arez1l otter• t.aenee potentiali tiea, 

III - The tollowiD.& it .. wUl conn7 u i dea ot the de­

t1oieno1ea 1D the preaent econollio equiPMAt ot Brazil: 

a) The railwa7a 1D operation at preaent in the oo~tr,., ­

about S3,000 kiloaetera (10,600 llilea) - require 7aarl7 

tor traoll: aa iDtaD&Doe troa 1150 to 110 tbouii&Dd tona ot 

ra1la, but these DeoeaaarJ renewala haTe not baeD aade 

1D recent Jaara, to the enor.oua detriaent ot the trane­

portat1on induatr,., 

b) Bolling atocll:, ccapria1ns at praaent 15,000 locoaot1Tea 

and 70 , 000 peaae~~.&er and traigbt cara, ll\l8t be renewed 

at the 7earl7 rata ot 180 locoaot1•e• and S,l500 oara , 

which ia t.poasibla under present cir oumatancea. 

o) Br1etl 7, it would not be an exagaration to eati•h 

requirements t or rearl7 renewals at 200,000 tone ot 

rails, 200 locomoti••• and ~. ooo care. ID order to 

oarr7 out ita rail wa7 prograa, the Brazilian goTerDaeDt 

would ban to build an narace ot 10,000 kilcaetara 

7aarl7, and t or auoh new conatructioD i t would need one 

llillion tone ot rails, bridge aateriala, eto., beaidN 

eo loooaotiTea a.nd 1,000 cara to eerTe theaa extenaione. 

TbiB in respect to rail wa7a alone, w1 tbout consideration 

ot the neoeeaitiea ot nat i onal detenae as well aa re­

quireunte iD other departaanta , auch aa ciTil aeroDau­

tioa, porta and abipp1Jl&, drought pra•mtion, radio and 

telecraphic c~cationa, etc , 

IT - It ia urpnt tbaretore that Brazil a ttaoll: tbe OTar­

abadowiDg p:robl• ot pr orld1JIC the countr7 with an econcaic 

aquipaent e qual to the requir ... nta ot production and conauap­

tioll ot a population ot ~15 llilliOD. Brazil 1a toda7 1D an 

econcaic a1tuat1oD coaperable to that ot Buasia at tbe end ot 
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of the 'lorl4 WU': u eoono117 baee4 on production and export 

ot raw •teriala allcl t oodatutta, ooapelled throusJl lO&Il obU•-

t1on1 to pa:r abroa4 :r-.rl:r 811111 fixed on a gold 

1et unable to do ., owing to ineutticiat trade 

atudard, ucl 

balallOea, Tile 

Russian soTern.ent UD.deratood at onoe the nacaaait:r or equipp1nc 

tba country econOIIicall:r . Approaching Geran:r at Rapallo in 

1g22, Russia initiated, tbrougb the Piata.kott agraeaanta, a 

polic1 ot intenae cooparatiOD w1 th the tamar, b;r •u• ot 

wbie~b it •• •de possible to acquire iu excbii.Dge tor raw •­

terial a tbe products inc11ep&D.aable to tbe execution of tbe 

Ruaaiau plana tor ecoD.OIIic reatoration, In tbe - •llller, 

wi thout tbe cooperation or a hicbl7 induat rial1zed coUD.tr)' 

poaseu11lg adT& DO ed tochllologlcal qualltioatione, Brazil will 

be unable to oarr:r out with the necasaar:r speed ita eoonoa1c 

rae~onatruotion, an essential condition tor t ba elevation of tbe 

aoe~ial leTal or ita people, Sue~h cooperation, whic h would 

e~onaiat of facil i t i es tor prooure•nt o r the neoesaar)' econoaic 

equi)llllant in return tor raw •teriala, - the onl:r rora or pa:r­

aent wit hill ita po-r, - hae been offered to Bra :til. on aundr)' 

oe~<~aeione bJ tbe totalitarian countriee, Oera&nJ, Ital7 and 

Japan, which are UD.dar praaa11lg need tor tbeee •teriala. Mil­

t ine ot a pol1tie~al natura, and rear or the influence Wbioh 

tboaa e~ountriaa aisJlt exaroia• oTer the aeon_,. of Brazil, lad 

tbe sPTernaant to dee~l1ne tbeea ottare. 

V - W1ll the United state• be dispoaed to extend ita coop­

eration in order to enable Brazil to oTere~oae the datie~ienoi•• 

in it• equipaant? 

The coapl ... ntar)' position which cha.rae~terizae t he ecollOIQ' 

ot the two countriae lend• to we~h a cooperation a aul.t1pl1c1t)' 

or aepacte and present• anor.oue l a t ent poaaibilit 1ea. Iot 

oal7 coulcl the 1nduatriaa or .a.aarica procure 1ll Brazil •n1 raw 

.. 
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raw ateriala 11bioll tli&J DM4, a~a4 wllicll are Aot produced or 

c1o 1110~ axiat ill A.UiciaAt quantitiaa ill ~lie tlll1~e4 sutaa _ • 
~ar, iroA, a~~g&~~eaa u4 other or.a, Tacaubla oila, ribera , 

etc. , - but the aooJIOIIio procr .. a wbich Brazil -.,ul4 reap rroa 

~hie cooparatioA would reault ill the broadeninc or tile Brazil­

ian aarket tor .._rican .. nutacturea, tbua creating a cloaa 

eoonoaic interdependence, the t.aenae political scope or wnich 

cannot be gainsaid, between the two countr1ea banns t he larc­

eat population on ~he Continent. 

VI - The cooperetioll in question could conaia~ or ~he 

crutinc or long tara cr ed1te in~an4ed partlJ tor the s.-d1ata 

purchase in the .&Mricu •rket or ~ruaporta~ion •teriala a D4 

parUJ tor the ineullation or a.n iron u4 a~eel indua~rJ on a 

larce aoale, tor which oond1~iona are teTorable iu Brazil and 

without which the countrr cannot accelerate the r hJtma or ita 

eocncaic prograaa. 

VII - In accordance with atudiea which haTe bean made, 

the inatallation or i ron and ateel ailla in Brazil auat be con­

Jugated with the export or a certain quant1tr ot iron ore , with 

~he purpose not OnlJ or aneurine a eupplJ or coal et low pr1cea, 

but alae to t inance the i natallation or saeltera au4 the craa-

tion or au ora t ransportation aJatea. With regard to truapor-

tation, two equa llJ poaaibla aolutiona are preaented, naa&lJ, 

either throusll the Rio Doce Valler to the port or sante Cruz, 

which would require the construction or a railwaJ, or alae 

tbrougll the Central do Brazil RailwaJ, inTolTing the adaptation 

ot thia line to the eeonoaical traneportation or ore. The 

pa;raent or the cred1ta in quaation could be auaranteed bJ t ile 

inoo.e troa the t ruaportation or ora , with the cooperation or 

Aaer1can MU!lurpcal centera, which could onlJ prortt tbroup 

the iaportatioA or higll grade Brazilian ora. 
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ore. 

Till - It Brazil tinde it o&Jmot count upon the cooperation 

or the United States tor the real ization ot thia enterpriaa , 

eo Tit al to ita deTelopaent, it will be ooapelled to accept 

aeeooiation with another iDduetrial country, The expanaion ot 

our tn.de with Qeraanr duriJ16 recent reara reTeala the neoauity 

in whiob Brazil ia placed ot bniDg to equip iteelt eoonoaloally 

end to pay tor i te equi:r;aent with t he only ooiD it poaaeaeu • 

raw •teriab. 

IX - ID addi t ion to thia aaeooiation 1n a plan tor the 

large aoale deTelo:r;aent ot the eoonoaio equip-nt ot Brazil 

through the creation ot baeio i nduetriea, a aore direct pa.rti­

cipation by Aaerican capital and teohDioiana in the work ot 

aob1lizat1on ot Brazilian riehoe iapoaea itsolt. 

Vaat poaeibilitios are open in this direction, ' The roaaon 

tor the decline in tho trade between the two countries auat be 

eought tor also in tho scant participat ion bf thaee eleaents in 

tbo internal deTelopaont ot Brazil, in a ccor dance with t ho ~ia, 

"Trade t ollowa inTeetaent• . While t he Qel'111&De, Italian• and 

lapaneae partake with srowins aotiTity in the orsantzation ot 

Brazilian production, both agricultural and industrial, and i n 

tinanoinc exportation, •plo71ns .any t eohnioal •n and •1n­

tain1J16 oo .. eroial banlts, in addition to hundreda ot tbouaanda 

ot their national• and desoandants ot a&M wllo are peranently 

eetabliahad in Brazil, the United Statea haTe inTeetod little 

in produotiTa aotiTi tioa thare; &marioan technicians are taw, 

and there ia no oo.aeroial banlt , tor the only Aaerioan banltiD& 

utabliabatent 1n Brazil liaita ita open.tiona to depoaita and 

axohanca. SUch 1nd1tterenoe and apathy on the part ot Aaerio&ll 

intereata 1n BrazU 1a i n ner•crowinc oontn.at with the 4ynaaio 

oreatiTa attitude ot the nationala ot tha atoreaantionod ooun-
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collllt.riea • 

.u e:maploa of tol'IU ot poaaible participation in the in­

ternal dnelopaent of Brazil the tollowill6 •Y be aentioned: 

l) InTeetaent in the production and export or article• 

needed by the Amer i can market; - rubber , Tegetable oile, 

tibore , iron, manganese, nickel and other or es; 

2) Establishment of commercial banks tor the financing ot 

production. 

~) Participation bT a group of American banks, under tho 

direction ot the Federal BeeerTe Bank, in the financing 

ot trade with Brazil , through the concession or credits. 

6) Colonization ot certain resioos in sio Paulo and Bio 

Grande do Sul by American ci t izens who may wish to pur­

chase and cultivate lands in these res1ona. 
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