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Bustis* Aires, Mareh 12, 194? 

Ho. EOftS 

3ubja«tt ©eavsrsatioa with Mr. MISUJ©*. fraaldsai of 
Hi* esatrti Bank of tho Argantias 

Tha Honorable 
Ths Ssaretary of Stat®, 

Washington, B. §. 

31*t 

I hara tha honor to inform tho Usfmrtsaont that at 
• lunohooA toSay in tha iisiabassy roaidsnee whloh X gav« 
OJt the osoa^Ioa of tho visit to BUSAOS Mro® ©f Mr. BH*PY, 
tha PrasloAut of taa national City Bask of tt*w York, snd 
Mr. sglBl, ths Visa Praaiioat of that bank, Mr. MXJUMDA, 
tha Pra$14aat of tit,© ContraX Bonk i# tha Argontins, aaS 
llr. C3ISSX10* tha &inlstsr of Mnaaos, wars press*** -as 
ths guaats wars Xsavlag, Mr. Mir&nds indleatsd ho vlahsd 
to roisaiA and after taking up ssvaraX roatlna isattsrs 
witleh ho wlahad to discuss with, a®, ho satsrad Into a 
long sonvsrsatioA IA wihisli aos&e fuada&antal SAB a* is of 
tho nrgsntias situation wsro oovorod. X am r©porting 
Ml this soaversatioA briafljr m* it Is ay beliaf that tho 
See rotary whan too returns from Moaaow, tho AstiAf 3sers-
tsry, Mr. ACHS3GN, and Mr. MUYTOK, and Mr. l&sl>Ei wiXX 
be sua A interested la ths aufeataao® of the eonvsrsatlon. 

Briefly for baak.gr©-, ad, I stust repeat that AA the 
iuepartaiant la aware from i ssp«teasa of this Embassy, 
Mr. Mlraoda as President of tho Central Bank has boeo&e, 
IA s»aay ways,' the Most important taaa ia the ̂ ovsrafitSAt of 
th.@ Argentine next %A the FresidAnt* This is duo to two 
fsotors; X) that ha is a seapetent businessBSA s M •*> 
slnistrator; &ad %) beeauae as the head of tha Osmtrai 
Bank, &hich is by far the boat functioning organise of 
ths AJPgaatiaa QoTsroaoat and for which rsaaoa so many 
functions whieh otherwise go into ether Ministries ara 
centered today I A l̂ r* Miranda and, tss b«ak. 

Because c-f his cempetoacs sad tha urgam whlah is 
u&dsy his siir©ctio.a, sod bos&mao t&a ihr«sid@nt Is Xaokingi 
la aany ra^foots, la ao^fOtOAt eoXXabar®tors9 Mr. Miranda 
has tka so&plate ŝ rifldatias of the '̂raalcioiit lo §pit# of 
tha fast that Mr. Miranda fraakXy statosf and In t&o 
prasaxioa of tka 4jra@ldao%9 that he &• not lAtara&tad ia 
poXiiioa but that h§ Is lu th© C-evor iueat to maintain 
private oapital aoa iaitiattv© -#hl@h hs bfeliarss ara tha 
foun&atiSA of aoy sound oooAo^r. 

Mr* .Miranda &tads tha followiog obsarvatioas ia his 
eooTarsatioo M th a®, 
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1» IMSl rafereae® to tits baafeXftg law whieh waa 
®na®t®d s-arlag WB ear ly period of the preaeiat i*®"r®ra» 
spaat sad whieh IMF was sash erit ieli6*d by the foreign 
|paak:$j h® at i t t aa t fee was raafOAsibl® for I t sa i eoa** 
t r a ry te ®tat®&®ats ©oiassaoly aa-d® Is t&® &ri|®at.ia@ ®&d 
al®ewh«r* that lie had x,eeeiY*d aa.?l©« from eor ta ia 
foretgft t®chai«lana ass «xperta ia eoasesti^n therewith, 
i t was Ilia worfc« H® ssM that daaator MOhltfA&I i s t a 
T@rjr aoasiderabl® majority ia the Ciongresa wit® hold 
r ae l ea l Y1®WS with r®ap«et to prlwat®'®nt«rpris® bad' 
be®a l a favor of nat ional laet le© of the forelga banks l a 
tii® argaatfaa bellewise tha t I t would b« a gaoeralljr 
popular m&mr* in ifss eamtry* Mr* Miranda said I k t 
a® rea l i sed that tu l a would be ft g rea t mistak® l a papiasi-
pi®, and to grea t iamaga to tt# Argentine economy, and l a 
©rd«r to prevent wmh radioal aet-laa. ay the CkmgresS| a® 
had pr«par«d tha law for the exarela«* of o*rta.ia ®octroi 
of th® ba&aa through the Central Bank. H« ©aid tha t th© 
alt®raatiY«a had teeea n&tioa&ll&a t i a s of su®B ®ontral 
and so f a r a® he was ®ono®ra®d» ha has ao jteuste as- to 
waieh the yig&t a l t e r a a t lva had b«en* l a -ft&la ©tonestIon, 
ha aaaeanrsd that Mr. Brady, th® Fr»6id®nt of ths Natiaaal 
Olty Banlt of Maw tork whs was aow l a th® o l t y , would o®~ 
»®rw® walla h® was tear® tha t tfc® hraaoh ©f tn® S i ty Bank 
har® was not having any d i f f i cu l ty l a I t a operat ions aader 
t h i s law, except some- addi t iona l paper work, and tha t th® 
brans* was showing th® beat p ro f i t l a s t yaar and m f a r 
t h i s year l a the h i s tory of in© branch* 

I t ia iatar@stl.rig ia t h i s connection to aot® tha t 
t h i s i a th© f i r a t f f s* that t h i t kabassy ha® osais $iw®a 
th l« raaaoa for ta@ bsskiag law aa4 there scan® to he 
l i t t l a 4oubt of th® eorraotaaas of th® abova atatemsat 
•#'Kr« ttLran^a* ^ouooralrs^r the r a d i c a l Tlaw® of Sonator 
Molinari aadE • aonaldar&bla group l a ta® ^oa^raaa la both 
the ^OT®ra®«nt ani oppaalt ioa p a r t y t there i® ao cloubtf 
a.ad I p®raoaall| ' durlag th® aarl:> ar t of agr atay l a th® 
Argeatia® hear4 ^eaator Moliaari atroagly iacpreaa hla*-
a®lf IA f^ver of tMI Kat iaaa l l^a t ioa of th® forelga 
baaka as wall aa oth®r for®ig.n ®atarprla®a« 

8* MT» MlraoA® eaid tha t th® &QY®raav®at was goiag 
to eat aowa ®a th® buhgot tor th« arMr aa l Ar^ai. foroa® 
whiob was by fa r too large aow aaa tha t thee® oat® war® 
bslag mad® ear rea t ly* H® aal<i tha t « oat of 8©# l a th® 
®xp®aditur«a for the i»rsm& Poro«a waa ®oat&£#lsstaa' t a r l a g 
the rt®xt 11 ^oath«« H« h®4 alr@a€y oiaauaa»a t h i s a t * 
leii^th with t he i*rasl«aat who was r a l l y l a aoeord. Mot 
only tlia argeotia®, bat other® of th® ^^arieaa ®ouatri«ta 
w«ra apeadlag fa r too sraoh oa arm® whea ther® waa abaa-
l a t e l y ao a«e€ for t he i r doiag a#9 asd wh«a i t waa i a 
saiiir raapaotc monrnf waated. I a ®ala tha t the .nrgaatla® 
aow had aa army of seme 100,000 aaa waiea waa too &a«h 
aad tha t t h i s was goiag t o he out dowa to ?G*000 i a taa 
aext i s months* § i f a r aa axtanditura® f a r armaiseat 
^thleh th® ArmeS Foroea *»iah«a to malt®f seme of thaa war® 
Jus t i f i ed ha®EMS® they had aot aaa aay a a t a r l a i for j ea ra 
bat s e a t of the ®xpao.ditur®s war® aot Justified-beeaua® 
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the Argent la© had so quarrel with anyone and there »aa 
Ml tteuflt of war ar €a&g@r of war with anyone in this 
healsphers. Soma of these artae wnie.fi the Army wanted 
were aeeeaaary for training. Others they wanted just 
as play things. It wan necessary for the argentine to 
cut dews bar expenditure* for armaments and it was to 
be hoped taat other countries la Latin H&erle* would 
do the same for according: to Mr» Miranda in proportion 
to thair resources, their expenditures la soma eases 
are area greater for their Armed Fores© than those of 
the aw.entine. 

Be said that 'the military had these straogs Ideas 
of wast they wanted a ad. needed when it would aervs a© 
purpose whatever for the QBX$ war la which the Argentine 
could pcaaibly i§ engaged waa in the event there was 
another world war, in which ease of course the see risen 
republics setM fee with the Halted states and the ergs** 
tine would he there at the outset* In that case, Any 
sraaiaents which wera acquired now or «hlen the Army mm 
hm4 would he for the moat part ef little value and any 
worthwhile Material would tern® to ha acquired frca ks. 
Ml said that the Minister of war sad Mini a tier of Aviation 
had h©th recently esleed for considerable suas of money 
for tartain military expenditures and the ̂ resident had 
referred them to him m the tiadget offisas* aas he had 
refused the money on the ground that it was needed for 
ssra constructive purpoaee* Mr. Miranda said that whan 
the offer- by the Skoda of arms at low prices was dis
cussed, lie had stated with the authority of the {resident 
that there was no saoney available for parens* as of ansa 
from Skoda* Ha said that the military had certain plana 
which he eouid quite understand they might have aa military 
men, hut that the President was la complete accord that 
tfaess plans wnieh inv&lved expenditures %& a tensldsreble 
seals ©ouid not beeearrted through. 

^aile *»* Miranda did not say so, 1 gathered from 
what he asM in eoanaetlan with this cut of BQ-p wiiieh they 
planned to asks in the Btlit&ry budget during the neat 
f9»v$ it s&ight he possible that the Argentine Oavernaant 
In due acurss may propose to the other governments' of 
Latin Assarle®. similar eutt in their military estab
lishments. In this taanstktioa, he referred to the alii* 
tary budget of Chile which he said covered saor« than 
half of tha national income while only 4$ went to public 
s»orK*» 

3, He salt that the favernaaat was dsteradosd to 
conserve lis resources for productive purposes and as an 
exsapls referred ts a protest for the erection of a 
publie 'building whieh had been proposed by a Minister* 
the building to seat 70t0©0,QvG pesos* &k said that 
the project had been definitely turned town as there was 
no need, for such an elaborate building* 

4# Speaking, of the eoaaarei&i arrangements which 
the Argentine is making with her neighbors, be Said that 
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one of tha object ives was to help to a t c h i l i s * %fee 
economies of Ihea* countr ies against the Lacrasslsg 
Inroads ** the per t of indigenous Cooauaiea. anot&ft? 
purpose wan | # assure themselves of fttntinning ftsxitsts 
for ag r i cu l tu ra l products &ad th* sources e£ e e r t s i a 
raw a s t s r l a l s which wear® aeeded in the i n d u s t r i a l 
program of the 3overn&ent* Ke aalA that such eteiuereiai 
agreements would to a grea t deal to s t a b i l i s e tha s i t u 
at ion to I ome of th*se countr ies and al€ In cut t ing 4©wa 
i fe cost of sr&aftsuto by rsfiicviag d i s t r u s t betwsaii the 
countr ies ana sfcabiXlmian sortdltious within toes*. 

g, Bs emphasised tha t he w&§ la the t*overa*it*a¥t aa 
he has frequently sa id to a<§, act as « p o l i t i c i a n hat as 
a busineasi&an who know i t was nseesa&ry to maintain p r iva te 
I n i t i a t i v e and e s p i t a l in the country If there was to he 
any sound eeoaoicle s t ruc tu re and business development 
thereof * H« knew some of the t rends which ware current 
to tn« Arga.atShe as wall as l a , e ther .American countr ies 
cast to ©tuer part a of the world, and he was wi l l ing to 
jss&e the personal s ac r i f i ce involved In being In the 
govarnaant, Hud to neglect h i s considerable personal 
business , because be bad complete confidence* ift Pres ident 
j'EEOH as a man ana as s p a t r i o t i c Argentina* Ha said ha 
was not In terns tad in any pa r t i cu l a r edaiiaistoetlcn or 
to p o l i t i e s aa such hut t ha t ha was convincsC tha t the 
policy being followed by tha present $©verim*nfc was i 
necessary for tha fu tu re . 

# , In t h i s connection, ha referred t o tha formation 
of the l a s t l t u t o Ar«entIn© para 1ft Froffioeloa del Zntar-
eaisble (l.n»P»X) * He said that tha formation of t h i s 
I n s t i t u t e had bsaa vary much c r i t i c i z e d as wall as i t s 
operations* Ha sa id fthat from tha beginning of the 
present administrat ion be had rea l i sed that i f every 
SOTS of the <*ov&mMm% l a tha economic f i e ld had to be 
covered by a separate lass by tha ^variu&ent i t tsouid have 
been impossible to carry through *ay construct ive pjft«» 
grss because of tha iaeosipeteaee of most of the jfesftbere 
of the Coagresa sad because of tha r ad ica l laesjl of so 
«say, both in the gevernasat ana opposition party* He 
had, therefore , conceived t h i s idea of the I n s t i t u t e 
entf haft seen able to g«* adequate support for i t and ft 
lav had bean peases by the Cessgreas t r e a t i a g tha Ins t i tu t f t 
and giving i t vary broad power a. he said that thft choice 
had frankly beta between incapacity to gevern&ent, cad 
revolution* or the ©xrgaaisatiea of the l a s t i t u t© which -
would have bre&d so la r s to carry out necessary ac t s tor 
tha s t a b i l i s a t i o n of tha eeoaoaiy of the argentine in tha 
d i f f i c u l t wcrlft s i t u a t i o n , ana to f rovids for tha to* 
provensat tharaof« 

Ha said that if tha mem% agraamaat with -hrltaln 
had to bs submit tad to toft £oagre8a9 to are would hatra 
bean no neat sgrea&ant which wouift h^vs baan vary bad 
a i l around* Ha aald tha t if tha pujrehasse of the ^uue l̂casw* 
owasft talaphous company aad of tha British-owned-railwaya 
had had to ba approved by tha Ca^gresa, tkes© t ransac t ions 
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lapor tant for the s e u a t r j end which wsre made on • very 
sound ba s i s , could not -,ve been eaviiad through because 
there weald have been a t t a a p t s ©a the par t of the r a t i * 
cad saisaere i f the ©eatress la both the geveraaeat aM 
opposl t l sa group to br ia§ shout eacpX»itati©*f tostplete 
govsaraiseat cont ro l &&€ {attasgemeatt which would have 
involved a complete %reak down of la&portaafc faaefcioas 
of govaraissat and economy. So f a r as Mr. Klr«nda*s 
staterieat scaeerainf; the &eat contract iisM! t h s jpursaaae 
i i the tfilei.-te« aud railways l a concerned, t b s r s i s 
no doubt that he i s correc t sua that theas e^ar&tieas 
could not have been car r ied through la the sound Bay 
they were ser r ied through except through suea organ!aa 
as tha I n s t i t u t e * 

the l a s t i t u t o , he aa id t was the instru&eat wnica 
he had had to lovant as a defense against revolut ion 
which would have grcwa ©ut ©f e brsefc dova of &ovsra&*sat 
UD.C which t*oald have been Inevi table due to the new 
s i t ua t i ons which t*e country was facing in a d i f f i c u l t 
period of i t s owa ssvslopi&eat aad ia§s d i f f i c u l t world 
pari©4* 

M a rea thet Ic a l ly s 1 say s t a t e in t a l e eooaaetion that 
t h i s la the f i r s t t i n s t h i s ifcabasay has heard t s l a 
exolaaat loa of the org&aijaatlon of ths I n s t i t u t e and 
considers* in the li&hfc of a l l tit® facta which hays to 
ba taken l a t a account, Mr, Miraada's statement has *»ueh 
bas i s . 

Mr. Miranda i s a ssueh discussed sad m«ej| c r i t i c i s e d 
person l a the Argentine. *aay of the programs waiea are 
carr ied through uadsr the l a s t i t u t o sues a* tae control 
of export* of cerea ls sad e ther Argentina products heirs 
arouse* a great deal of c r i t i c i sm withla t i e country sad 
inoaier eouatr ies* I t I s i n t e r e s t i ng , howeverv t ha t 
during the l a s t three or fear aoatas many conservative 
husifiessssea l a the country who sre oppc-sea to the ^ resea t 
OoT^raiieat aud ^J o ce r t a in ly have ao persoaal l i k l a g f o r 
Mr, Miranda baaa eoae to r e a l i s e tha t the sseaaure® «bieb 
lMVfa bnea takea tferouga t&a l a a t i t a t o iutve goaa far 
towards savlag p r iva te l a i t i a t l v e un.& c ap i t a l agaiast 
tits attaessa" of r a d i c a l aaiabsra of the g©v»ra«eat sad 
opposl t i sa p a r t i e s , £r« Mlraada i s ru th less la so&e 
of h i s svethods sad a t ti&es brusque la h i s eoavars^t loa, 
but hi® word when give a I s aapeadable. i'he views srbich 
Mr* Miraada expressed <%&d holds wtth ref3ejNI to p r iva te 
cap i t a l aaa t a i t l a t l v c are bold by the Pres ident , 

The statesieat by Mr, Miranda tha t the Ssr&eati&e 
Ck)V«ra;2aaI Snteads to cut iawa '.he- feasi Forces tudget 
l̂ f &0-̂  dar lag the BMX.% It mouths* I m ac t sb l s to s t a t s 
t s what degree the Sr^cat lae Government wi l l carry through 
t h i s siaa« Mr, Miraaas eras siost d e f i n i t e £a saylae. ta$% 
the plaa has the d e f i a i t s approval of the e*r@aldeat, l a 
view of the fact tha t there are iadlc^tioa@ that the 
President sad e the r s l a the Soverasaat are de f in i t e ly 
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endeavoring to lessen the influence of the Army la the 
| life of the country, the foregoing ha3 further signi-
^ ' ficance. 
m Mf. 

In this connection, I find that I neglected to state 
V that Mr. Miranda observed that steps are already being 
./taken to cut down the size of the Army, and to change the 

times of the usual Army maneuvers in order to make it 
possible that more men will be available for useful and 
productive work, particularly the harvesting of the 
crops. There is a very great shortage of manpower in 
the Argentine, and there is perhaps no country in the 
American republics in which the need for immigration 
is more definitely felt than it is in the Argentine at 
this time. 

It may be noted in connection with this conversation 
with Mr. Miranda that when he first assumed his position 
as head of the Central Bank, he was quite unfriendly, 
or at least deeply critical of the XJnited States in many 
respects. This came to me in various ways from responsible 
sources. It is obvious that he is completely changed in his 
attitude and is now friendly and one of the principal 
exponents in the present Argentine Government of close 

I collaboration with the United States. His strength in 
the argentine Government lies particularly in the fact 
that it is generally accepted tint he has no political 
ambitions. 

It is unfortunate that the two most capable men in 
the Argentine cabinet * the Minister of Foreign Relations, 
Dr* BHAMUGLIA, and Mr. Miranda, the President of the Central 
Bank, have no love for each other. They mutually respect 
each other but there have been many points of conflict 
between them before they entered the Government and these 
persist. This personal and mutual dislike, however, while 
it is very real to my knowledge, has not up to now pre
vented them from working together in constructive measures. 

If the plans of the Argentine Government to cut down 
military expenditures by 50% in tne next 12 months are 
carried through, it will be a most significant move* No 
mention has yet been made of this to my knowledge and 
Mr. Miranda*s statement is the first which I have had in 
this connection* In view of the fact that Mr* Miranda 
was speaking to me in an entirely personal way, I would 
appreciate very much this information being kept alto
gether confidential* 

Hespeotfully yours, 

George S* Messersmith 

To Department la qulntuplioat* 
Copy, Chief, Division of River Plate Affairs 
File No* t 851/Q50/820 
GSMessersmithielp 

SECRET 


