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Dear Danniet .!
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I will have to write you quitg fully in reply to your telegram #205
of June 28 regarding the possibility of the Eximbank financing for CADE,
which telegram you sent me through Amitas. I replied to you from Toronto
under date of June 29 stating that I would endeavor to explore the matter
while I was in Weshington if I did not have to return to Mexico immediately
after the Mexlight meetings in Toronto. Fortunately I was able to remain in
Washington from July 3 to July 7 when I had the opportunity to go into the
matter quite fully. ' :

You wil]l recall that in my telegram of June 29 I informed you that I was
sure the Eximbank would not consider such a loan to the Argentine or to any
firm in the Argentine without a strongly favorable attitude towards such e
credit at the very outset on the part of the State Department and that in view

f factors which the State Department has to consider such favorable attitude
on its part would have to be determined at the highest levels and in several
other Depertments.

telsnoruhheﬂ you on July 7 stating that I had explored the situation
as fullj as possible and that while the possibilities of loans to or in the
Argentine by the Eximbank were not excluded either by the State Department
or by the Eximbenk, no such operation could bs carried through without a
great deal of study and the lapse of a good deal of time. I intended to write
you on Sunday on my return to lMexico City, but even if I had had domeone
aveilable at the house I could not have written, as Maryssael and I were busy
with some of our steff all the weekend on matters connected with the defini-
tive tariffs. I am taking my first opportunity to write,

Up to a few months ago, and in fact up to & month ago, I did not think
that anyone in the State Department or in the Eximbank would have have con=
sidered thinking in concrete terms o sny loan to the Argentine or to firms
in the Argentine, no matter how good or productive the pbrpﬂsea The prac=-
tices of the Argentine Government, particul rly through the IAPI had created
such a deep feeling in government as well as in private banking and business
c¢ircles in the United otatas that there could be no thought of any credits
of any kind for the Argentine. You will recall, however, that the Foreign
Minister, Bramuglia, when he got back from Europe and from the United bta+eq,

we.s
Do N. Heineman, Esquire,
c/b Sofina,
38, rue de Naples,
Briissels, Belgium.




% B &

was able to bring about the removal of Miranda and to put in two of his men
in key posts. You will also recall that when lMeroglio, formerly head of
the National Bank, returned from & trip to the United States towards the end
of last yeear, during which trip he painstakingly informed himself as to
feeling in government, banking end business circles concerning the Argentine,
he reported faithfully what he had learned and made some very sound observes=
tions. T know that he passed on to President Perbén the observations which I
made to him during a long conversstion in the Waldorfs. You know that Marogli
could not save his job as head of the bank but that neverthelsss what Bramuglia
and he reported had its cumulative effect. The Argentine Government began
tn make changes in the powers of the IAPI and indicated through its Ambasse-

or in Washington that it would continue with these changes and that it would
rostrict slowly but definitely government intervention in business. These
moves in the right direction went forward very slowly and I always said at
home that %h%s was quite understandable because in & matter of this kind the
Arrentine Governmment could not move too rapidly in the other direction when it
had moved for two whole yeers in the dirsction of restriction. Besides that
Bramuglia has to contend with very strong opposing elements even with liranda
in Uruguay and discredited.

0

These moves in the right direction caused some encouragement but there

&
was & strong feeling in government and in banking and in business circles that
it was a question of waiting and seeing. Responsible people in the Unitec
States do not accept promises for deeds from certein states. Then, too,

there was a good deal of talk as to whether President Perén would be able to
carry through along the new line which he seemed to wish to teke and there

was a policy of expectancy rather than of action in all circles in the United
Statess The gradually more favorable impression which was being vreefeﬂ by
certain acts in the right direction in the Argentine was seriously affected by
the inclusion in the Constitution of Article LO when the disastrous conse-
guences of this in certein directions had been pointed out to the government be
the Article was actually adopted by the Constitutional Convention. /A%t the same

fore

time there was this pressure against the packing houses and the storm was brewing

around the electric industrye.

A1l in all, up to a month ago no one in Government in the United States
in the

would have considered & loan to or in Argentine,

On my arrival in Washington on July 3 I was able to see a few friends
even though it wes a Sunday, and these are usuvally well informed on Argentine
matters. I got the impression from them that neither the Stete Department
nor the Eximbank would in any wey consider loans to the Argentine and that it
was still premature to even raise this question in an exploratory manner. The
fourth wes & holiday but I was fortunately abls to see Mr. Atwood, who is the
acting head of the Argentine section in the State Department. I neturally
had to tell him frankly what my interest was in asking certein questions., I
told him that the electricity problem in the Argentine was very much the same
as in Mexico and that the companies needed very considerable capital to carry
out necessary expansion of productlon facilties. I said that the CADE was by
far the largest producer of electricity in Argentina and that it was faced
with considerable cepital expenditures which involved dollars as well as very
considerable Argentine currency. I was not in any way associated with CADE
but that I had been asked by you to explore what the present situation was
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with regard to loans to the Argentine by the Eximbank. Atwood replied that he
wa.s somewhat encouraged by the situation in the Argentine. The packers had been
able to reach an agresment with the government tﬁ%ugh which they were being
paid their losses but that it was of course a situation which could not last
forever but in any event the pressure on the packing houses had been relieved
and there had not seemed to be any continued intention of taking them over,

The pressure on the electric industry had somewhat reduced but he was of the
opinion that the government had not abandoned its desire to take the industry
over &s soon as possibles, He felt pretty sure that the pressure on American &
Foreign in the Argentine would continue even though it was now less. T asked
him if the implementing law to Article LLO had been passed and he said that it
had not been and the impression was gaining ground that the government might
not pass the implementing law. It was in the field, however, of the IAPI

that very real progress had been made. He went into a good deal of detail as to
the measures which had already been taken by the government to restrict the
intervention of the IAPI in actual trading and control of trade and other
measures which had been taken to lessen pressure by the govermment on private
business. He spoke of 20 per cent of the dollar exchange available being set
aside for payments to importers in settlement of past accounts and that the
government had declared its intention of increasing this percentage as rapidly
as the dollar situation of the Argentine permitted. He said that the Argentine
Ambassador was assuring the Department that the govermment would go along this
line of lessening govermment control of and intervention in private business

as rapidly as it could, but that he had recently been in the Department to say
that the government had gone about as far as it could without some help from the
outside. I sxpressed the opinion to him that the Argentine could not be ex=-
pected to go all the way before some aid was given because I feared that if
they were not given some help when they had gone a certain part of the way
there would be & reaction to the old state of affirs. He said he agreed with
this point of view and had been expressing ite I asked him if he could tell

me what the attitude of the State Department would be towards financial assist-
ance by private banks or the Eximbank. He said that there were still plenty

of people in the State Department end in other agencies of the Govermment

who would be against any help to the Argentine at this time but that so far

as the Department was concerned he felt pretty sure that the position had been
chenged to the degree that the Department would not oppose any sound loans

made to the Argentine in reasonsble emounts and for proper purposes whether
mede by the Eximbank or by private banks., He said the Department might not

be very enthusiastic yet in its support of such loans but he felt sure it
would not oppose them #kem in certain situations.

So far as the Eximbank is concerned Mr. Atwood said that he felt sure
that they were just as strongly opposed as ever towards doing anything in the
Apgentine and that he did not think that any approaches to the bank would be
helpful at the time although it was always useful to explore the situation.

He mentioned that some of the secondary officials of the Eximbank had recent-
ly expressed themselves strongly against any aid to the Argentine in the way
of loans.

I saw Mr. Paul Deniels, who although he is now, with the rank of \indeger,
representing the United States in Washington in the various interamerican
organizations, is still naturally very much interested in latin American affairs,
He
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He has just turmed over his functions to the new Assistant Secretary, Ed

Miller, formerly of Sullivan & Cromwell, who will have charge of the general
supervision of Latin American affeirs in the Department. Daniels confirmed

to me what Atwood had said concerning the position in the State Department.,

With respect to the Eximbank he was not quite so categoric as Atwood and
expressed the opinion that the bank might be prepared at least to begin to

look into Argentine matters. He was glad that I was going to explore the metter
with Mre Gaston in the Eximbank.

Mr. Miller, the new Assistant Secretary, had dinner with me and we spent
several hours going over various matters and while he is not as familiar with
Argentine matters as he is with developments in some of the other Americen
countries such as Mexico, he has a very broad understanding and fully sub=
scribed to the idea that the Argentine could not be expected to go all the
way towards these radical changes which are necessary in its economic practice
before it will be necessary and possible to give her some well~considered
financial aid. I may say that Mr., willer will aporoach Argentine problems
as well as those of the other American republics in & completely unbiased and
constructive manner, but as he frankly stated, he had just been on the job
for a few days and was not yet in a positi on to know even what the Doparte=
ment's attitudes were or what the real progress of developments in the Ar-
gentine in the right sense had been.

I went to see ir. Gaston, who as you know is an o0ld friend. I told him
frenkly that I had been asked by you to explore the situation in the bank
with respect to the possibility of a ten year loan for the CADE for new pro-
duction facilities. I said that I simply wished to explore the situation.

We then had quite & long talk on the Argentine. Mr. Gaston then went on to
sey that the bank had not been giving any consideration of & serious character
to applications from the Argentine for a long time. He said that they had not
even been following closely the more recent developments in the Arpentine as
they had felt any action was impossible. He said that Coromel Bshn, of the

Je Te & Te, had been pressing the bank for a dollar loen for the Internstional
Standard operations in Buenos Aires. The company wes having greet diffi-
culties because they could not get the necessery dollar hange from the
Argentine Government to pay for the materiels which the Internetional
factory in the Argentine had to have for the production of telephone
in the Argentine for the now Argentine Uovernment owned telephone system
acquired from the I. T. & Te Ie seid that Coronel Behn had first asked for
$1,,000,000 dollars to cover the arrears of the Argentine compeny to the parent
compeny in New York, and had later been willing to reduce this amount to
$6,000,000 dollars. He said that the bank had told Coronel Behn that they
could not consider the matter at this time 2nd that the turndown had been, for
the present, definite.

I spoke with Mr. Gaston about the el@ctrlclty situation end its basic
character in the Arpentine economy, as it is in Mexico. & Gaston said he
recognized this and electricity production was certainly one of the things
the bank wanted to be helpful in, whether it was in the Argentine or else=-

where in the Americas. He reminded me, however, that there were some Americean
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firms in the United States having branches in the Argentine who needed
dollars very much andwho had been in touch with the bank for loans and so far
had been turned down.

I told lMr. Gaston that while I could not speak with authority and wes
not adequately informed, I had been told in the State Department that there
were some favorable developments in the Argentine. I expressed the opinion
that the Argentine might not be able and probeably would not be able to go
the whole way towards these drastic changes unless it got some help along
the road and that by failing to give well=considered help in the right places
and at the right time we might destroy all these favorable currents which may
exist in the Argentine. He seid that this was quite so.

Mr. Gaston said that the Eximbank and the Depertment had not recently
gone into the ﬁrwantine situation together. He said that the pclitical end
was for the State Uenﬂ;%m.nt and that the banking end was for the Eximbank.
He said that seven if the St Department considered certein loans desirable
the Eximbank could not make any loans until it had gone into the Argentine

ituation with a fine tooth comb. They would have to know what the real
financial situation and economic situation in the Aregentine was. They would
have to know what present and prospective cavaﬂitv for transfers of principal
and interest were. They would have to go specifically into each project
which might be brought to the bank. The most aare”ul studies would have to
be made not only of each new project to determine its merit from the point of
view of the criteria which the bank apnlies, but also to be able to form an
opinion as to the relative merit of the project among those which would come
to the bank. He did not know whether, even if all the cond1+1ﬂhs were present,
the bank could make a loan to the CADE. He did not sey so directly but what
he wished to convey to me was that the bank would certainly have to consider
first the requests from American firms in the United States or in the Argentine
who needed dollars for projects in the Argentine. He spoke of the lending
capacity of the bank and while he did not exclude the possibility of making
electricity credits when this was possible in the Argentine, I gathered the
distinct impression that the fact that there is so little United States in=-
terest in the CADE ownership would be a factor in determining when a loean
could be made within the lending cepacity of the banks. This is, of course,
an understandable point of view and the only factor which could counteract
that would be if the benk would find that elactr;elfv tOfk flrst order in
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I told Mr. Gaston that I had reason to believe that the Argentine Govern=-
ment would be willing to guarantee & dollar lcan from Eximbank for the CADE
in view of the importance of increasing electricity production. lMr. Gaston
saeid that this was guite possible as he knew that the Argentine Govermment
had expressed its willingness to guarantee the loan asked for by the Interna
tional Standard through the I. Te & Te, but that it had not been possible
for them to make the loan. He glso knew from other American firms having
industriel plants in the Argentine that the Argeﬂtino Government hed exvressed
its willimgness to guarantee the loans of such firms.

Mre. Gaston
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Mr. Geston said that as far as he could go at this time was to say that
he thought the time had come to at least restudy the Argentine situation end he
was going to get in contact with the Stete Department to learn what its present
views were, to get full information on recent developments in the Argentine,
etc. He would also ask his people to immediately gather information on the fin=-
ancial situation of the Argentine, the transfer problem, and the other factors
with respect to the Argentine economy on which the bank always informed itself
in connection with a loans He did not say that the bank would be prepared
to considera request for any credit from anyone for the Argentine. What he
did say is a step forward but it is only a first step. I am sure that Mr.
Gaston will be in touch with the State Department, where he will find the
attitude which I have already expressed to youe I am sure that he will have
his own people, who are very competent, begin to make certain studies. It
would, I believe, be completely premature for any direct representations to
be made to the bank by the CADE or on behalf of the CADE. All T have been
able to do is to get something started and it will be, I believe, another
month before another approach can be made.

After talking with Mr. Gaston I saw lr. Atwood, Mr. Daniels and Mr.
Miller and ga¥e them a brief summary of my conversation with Mr. Gaston, and
I think that Mr. Miller will take the initiative to talk soon with Mr. Gaston
regarding the general Argentine situation. All this meens so much and no more.
I need not tell you that the State Department as well as the Eximbank will
move with greet caution and there is nothing that can hurry them. In the

first place they want to be absolutely sure about certain things before any
political or ms jor economic considerations will have any weight.,

Incidentally I may say that while there has been strong feeling in all
circles in the United States with regard to certein aspects of the British-
Argentine trade agreement on meat recently, etc., I think it is generally
recognized that the Argentine had to do something as well as Britain in the
matter of meat and that this involves some cther arrangements also. I do not
believe that the existence of this agreement by itself will ceuse prejudice
to eventual lending to the Argentine. It mey be, on the other hand, that the
recent British-Argentine agreement may stimulate more active consideration
of in what ways the Argentine can be helped. At present there are only three
possible methods by which the Argentine can get dollars, in my opinion. The
first is through the ECA and that would be the easiest and quickest, but is
also the least likely and the amount of dollars would be too small to really
help. The second method is through the increasing of Argentine exports to
the United States. Lhis is being very actively studied in the United States
and in the Argentine and I believe that & good deal can be done in this
direction but it is the work of time. For that reason it is a feasible method
of Argentina getting dollars but a slow method and too slow to meet the situa-
tion. The third method is through dollar loans by the Eximbank to the Argen=
tine Government or to firms or by loans by private banks. The private banks
are not going to move under present circumstances unless they see the United
States Government moving through the Eximbank. The Eximbank is going to have
to do a lot of studying before it will mske any credits.

The net result os my exploration is that the possibility of loans to the
Argentine is now not excluded either by the State Department or by the Exim-
bank. It is going to be, however, a relatively slowy process. I think the
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process of study and decision will be 2cclerated by circumstances. Even
under these circumstances it is still premature to meke any epplication for
CADE. Under the best circumstances the Eximbank will first consider loans
to American firms needing dollars for their business in the Argentine. The
State Department and the Eximbank will not yet listen too much to any
preference which the Argentine Govermnment mey express in favor of any particular
firm or industry. The atmosphere with recard to the Argentine is better but
it is not yet the propitious atmosphere in which loans are readily effected.

One of the things about which there will have to be cautio is that the
Argentine Government itself may balk at some of the conditions which the
Eximbank requires in connection with the guarantee of a lnan. The Argentine
has not been a borrowing country in recent years. Tt has no experience with
the Eximbank and is not even a member of the Internmational Bank. It has
therefore no such knowledge of the demands made by the Eximbank in connection
with guarantees and loan agreements such as Mexico and Chile and Brezil have
learned. In view of the arbitrary attitude of the Argentine Government at
all times and of its pride and ‘rﬁrren+]v lack of understending of commercial
and banking transactions it is not improbable that when they see loan con-
tracts such as those entered into by the Eximbank they may at the last minute
refuse to subscribe to some of these undertakings which are essential,
am going to try to get a copy of a few loan &qréﬁﬁwﬂfa which have been entered
into by the Eximbank with firms in latin America with the guarantee of

-

government so that they can be sent to Brosens for his study. I think

be able to get these although it is my understanding that these contracts are
not considered as public documents. They are not exactly ressrved documents
and certainly not secret documents but it is not customary to publish them.
will take up this matter the next time I am in Washington.

, > no objection to your sending a copy of this letter to Mr. Brosens
you can send it to him in Montevideo where it can be picked up for him.
do not think it would be wise to encourage either Brosens, or th”wwgh him the
Argentire Covermment, in the serse thet the way will soon be loens by
the Eximbank. The prospect is much mors encouraging than I tkn:g.v could
several months ago. A lot of things have happened in the Ar;ertine,

apparently, and wlsanhﬁ ¢« A lot of things, however, must still happen in
the Argentine 1 we can expect to see loans,

have

I do not know when M Prosens 1is 71” ~ t0 come north but I think that
when he does so it would not be improper fo }mﬂ, and perhaps not even pre=-
mature, to make at least a call on | Tu:ton and on lr, Miller and Mr. Atwood
in the State Department. I have opened the way to this but I can assure you
that it would be still only a very prnlimﬁqarv move on the part of Brosens
for the CADE. I do not believe that it would be advisable for Sofina to make
any moves in this direction. The moves will have to be made by the CADE as
an Argentine company. I say this advisedly and must emphasize it. It is not
because of any prejudice against the Sofina by the Department or the bank,
but I do wish to emphasize that the approach cannot be made dirsctly or ine-
directly thromgh Sofina. While I have been willing to meke this preliminary
exploration and while I will be able to explore the matter further and follow
it up a bit when I am next in Washington, it would not be rrvpmw for me, for
many reasons, to negotiate or to endeavor to negotiate such a credit for the
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CADE. I em working for Mexlight and they all know that I have my hands full
with that and that if I branch out in other fields some of my best friends
would consider that I was working for a fee and that would destroy any useful-
ness that I have, not only for Mexlight but for CADE. T also wish to emphasize
at this point that it has made a very favorable impression all around that we
did not use anyone except the personnel of lexlight to negotiate the credits
for Mexlight. There isn't much doubt that as scon as CADE does begin to seek
a loan from the Eximbank there will be all kinds of bﬁrsmrq in the Argentine
and in the United States who will wish to be "helpful" for a consideration.

I wish to express to you my very considered épinion that it would he not only
disadvantageous but definitely prejudicial and dangerous to endeavor to
negotiate e"pn+uallf a credit for CADE in any ﬁthar wey than the one we have
been negotiating for llexlight. DBrosens will be abls to do this very adequate-
1y when the time comes and he should initiate, in my opinion, the general
conversations at the opportune mwmento He can turn them over later to someone
in CADE but not at the outset, for they will wish to deal with the principal
officer of CADE at the outset for any number of reasons. I need not tell you
that when the time comes Brosens will make an excellent men to take up the
matter with the bank and the Department. Aside from his excellent knowledge
of English he will make en excellent impression and will know how to hendle
the matter. The approach in thess matters is so important and it is very
fortunate that a man of the cevacities of Brossns would bhe making the approach
for the CADE. -

There are a good many observations which I could make which are pertinent

ut I believe that I have adequately covered the situation as T found it. I
,ainx it would be premature and unfortunate to press the matter now and it would
be unwise to say enything about it. The Department and the Eximbank are
examining the situation with regerd to loans in general to the Argentine and
they will have to go far on that road before they will look at any application
even in a preliminary way. It is very probable that I will have to go to
Washington very soon =nd when I do I will see the peopls whom I have seen before
and see how far the studies and the situaetion have ﬁevelﬂ;ed and keep you ad-
vised,

With all good wishes,

Cordially and faithfully yours,




