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U.S.% 10 millions.

copies t; | e % R
Ples %o Sir David ?Ialey B\
Sir Wilfrig Eady. \

Atlantie City, W.J. E. |\l ‘

. 25th June 1944, } :
Dear Hoppy, | E | ,
We had a most peaceful and alsc & most busy time on o B
1 have often had the ambition of doing work on a ship, '

The result

ooard,
but this is the first time it has really come off.
was that we got down on paper every point we wanted to raise
with White, end discussed l;iarly 8ll of them with our Allied .
friends, Ve also produced a complete revise of the | .
Reconstruetion Bank according to our own ideas, and that also 2 j
we put through the Allles, who greeted it with some enthusiasm. ?
They were all very nice and helpful and Lhere was no serious '8
di.:pﬁtq on any matter whatever. I am sure we established nost
untul perscnal and technical 1inks with them. |
kept the staff working Iike slaves., Brooks managed to havea | = || :
nmpictt report of our proceedings stencilled out by the time |
we arrived in New York. | P 5 =n ’,‘
In spite of all the work, speaking for Lydia and myult, a2l i )
we enjoyed curselves extremely, and T have not bua 1n bottor |
health for a very long time. “'We ave iﬂfﬁaianuy emrilmd

B Er Y 1 9% :

B F K : r i : 'H_'# s 5
tmu],l.m not to eat too o
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Iamafraid we || |8
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_ with them., As you will have ﬁ!.uanm, m h@l mt
seen aumuu bat will be sesing him with the Ambassedor T

a1ria0

3
-
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5. During the last Vietory Loan campaign, Towers was put into 'bj |

¥

most embarrassing position when he found the major American

#
§

The /
Equitable, for example, wanted to buy U.8.%25 millions worth, an4

f'
insurance institutions buying large blocks of new bonds. '

1
# y ¥ s

was only after considerable pressure that he was able to convinm;

|
14
]
f
the Company of the desira‘bility of reducing the subscription to ' l
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pe@ of this week, I shall be lurpriléd if they get !‘f
fe Ve agreed that it would be better to posipone any ‘t'
definite discussion until Brand had joined us at Bretton
- Woods, where Acheson will be present as well as llér(anthau and e
i

White. Hrand is not at all hapPy about the trend of
in relation to Stage Two, and entirely confirzed the
that'1% 18 easential for us €'ake & new approsch met
dater than August, Otherwise a trend on the Alerican side in |
ﬂ wrong direction will have eaim momentum and we shall be
faced with unilateral deecisions based on cansidorable ignorance |
and misapprehension both of our position and of our pomt of |
r ’ly ‘reinforced the view T
previously) expressed that'we must'be faf fullér and franker in

w W F “"I;,

m statements of our own present position and future mtantiana

ipel‘iworlymt&iurmmm 5.’
“our 1nf1€6§?e¢ on the cours ot evanta.
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I rather doubt if this is
t: It was a storm in a teaeup and it is all over., is
himself sald, the average American reaction is that 1t
"indisereet remark but nevertheless perfectly true.
-developments in Canada, Brand's impression was that the
m were fairly good and: that Clark was seriously con-

As

Mn have lately suggested to him.
“Turning now to our proceedings here, everything at
present is as smooth @ ly a8 1t could be,  Nothing
worth mentioning had happened before our arrival, except

-the expediency of taking over certain military oxpoun t

'L
b
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h.’&.
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¢ City, since it is important for him that there should f
06, no appearal of asking the members of the American Delentint:
| **umt here and the other powers not represented here -bem

_ *_ e %o rubber-stamp something already subsunthlly finished. E‘
&' he same time he agrees that we and the Americans should |

cr

_; gh as high a degree of agreement behind the secenes as to

and I.ml have an agreed text, but on the surface & §ood many it
matters may be presented in alternative versions. How thls ’
 will work out remains to be seen. _Nevertheless taking the
document clause by clause in a mng:u ommi ttee, even though
it consists of about 60 persons m a rm mra those at the n
back can hear nothing is much bett_cri__m the previous practice e

of conducting everything first of all in four unrepresentative |
smittees which then bring their half-baked results to




fﬂl. nll ploucd vith tha result, This we discussed

ARE teant

11y ‘I:lth the Eurapem Alliu, who were clearly enthusiastiec. i

I‘umély' I axpounded the subauneo of it to the Americans, who |
e

l‘l'! 'mh loolﬂ.ng 1nto it with more detai.l. The first reaction bel‘

Sakre '
It wuld th_erefore be rather a disastsr, though I daresay them T,
e _

18 no real risk of 1t occurring, of our having to draw back.

w@ hmre diammsad the chmgee we want to make in the rmﬁ
ﬂ.th tne Dminion repruantatims. i Raaminsw thinlts that the
Batto ezcb,ange ulaun wiu ba difﬂcult or 1mpossible for the

VIl

mrmm 1:1 11:5 presant fm. I am having a prolim:lnary talk | hey
'i.th lhita about this latar todny and will pmhnhly add a mt-
mript to thia uttar * I think tnu 1ﬂ thn only mttu likely n

to land to rul dirriculty, _;Emugh thern m mdiutim that E‘
tho mn'ioans, 0 far rm mntim ta m m duntion ot the

s PO 3‘ ¢ ,
Y q’ |- .-" B - e

transition period less definite,s v:u.lukc o proposal that it

*?"'!1'"

sMuld bo nm-o dorinito. 1 dgnﬁ? honnr{ir thil 'il.l bs
%L 3584 v TR el 4 -
hgpm u thnt 1: |

3
[ b
R
11
'|I.r
&
. |
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-
: i

pronod on thoir :160. ‘l'ht worst that could

ia : 8 TRATOWND . - | o E
nnld bo m. d:.rncult tp:; us to nt the utiu. mmz




wl-
nt. All the Americans here seem to be quite
‘that the President is going to be re-elected. But,
they all come from that gamp. I have not been here

E

h to form any opinion based on reactions from wider |

M . Tt is, however, clear, merely from reading the
m that the Republican attack is at pmmt a very shape-
less and feeble affair. ‘Obvicusly they mnot declde what u
the best issue to take their stand on, with the result that
there is more bark than bite,  and after barking they seem
seared about actually biting any particular portion of the
President's body. One mﬂ&mp‘peﬁb that anaemtlﬁ hardly
$o win an election of this kind by such methods.*

As regards the particular reaction of polities on our
own business, the New York Times is wmminzi :-mu- cam-

i " T A el — 1 -
.
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¢ Bank ‘and he challenges the Republicans or anyone
MHM $uch an approseh. I should say that this
mmy to e successful. While {t is 1m1y,

‘entirely given up the fdea of earlier action.
16, s yotl will have seen from the cutting
ich t-!m the President's letter to Morgenthau ipépointtni
éricsn delegation, he is as clesr and declded as the

e F ——
: ' et e ——————————————————————————————————————— AR A R T s e Pl -y TR R i

Canadian investmente substantially.
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- They 'qupt the pouuon that the next stage should be in

‘London. ﬁu idea is, I understand, that the State Department #
W Deen Acheson, Pasvolsky and Harry Hawkins to London

h‘u 1n tha year to resume serious conversations if the pros-

"l‘h look in the slightest degree promising. The sugges ted %ial

conversations in Washington at the end of July would have no -

mmr ambition than tc exchange information concerning the

lines on which the two partiu have been thinnng since the

lnst eomrn tim. s

This is far too long a 1atter. Whether our
comamunicetion arrangements are good enough for it toi reach lthey

you in time remains to be seen. But as we are not proposing
to send much in the way of telegranms at the pmcnf atui, i
thought there would be no harm in giving you this background.
Perhaps the most striking feature of the position so far is

sentioned, Harry White is wreathed in

e e e e e ARG e e G AT
. -u.u--—-v—-‘-! J‘gﬂ-—:ﬂ* e =y

one which I have not ment:

!
suiles and antability, hospitable, benevolent and complaceat. .
[ I doubt if Sigi would recognise him, He also seems ;3
extremely fit and happy, and inclined to agree with almost
anything which is said to him. Heaven grant that it mtmq

but 1t seems too much to hope for. I am sending Waley a
spare copy of this letter. I am attaching to it, although




s the report on our proposals about the Fund
and the report on our proposals about the |

A a second paper incorporating these proposals in the |

&

i

ke

a KA . lours ever, '
| 3 oL B ' _ - At tia

. (Signed) MAYNARD KEYNES. i
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NO‘TE OF_ A CORVERSATION WITH MR.T

I spent yesterday evening with Towers to discuss a number
of mutual problems on both the FPund snd the Bank. The points

worth noting are:-

" I The Canadians propose to stick to the present middle rate _
of 4.45 Canadian dollars = £1 provided that there is no substantial Ml 8

""""
11111

change in the value of sterling. I was able to assure him that,
as far as I knew, we would not change the present rate of

2e They will probably narrow the present margin of L4 cents down

| 2 #
111111
il W

to 2 cents,
De They will maintain Exchange Control after the war because they
cannot possibly afford to give convertibility to the large
American assets in Canada nor can they allow the immense American
investment in Canadian securities to be liguidated af a moment ol

crislis as it would wrecK the market in Canadian Government

securities.
. He is personally convinced that when the next Election occurs
the C,C,F., Party will either have a complete majority over all
other parties or else be in a positicn to dicfate Canadlian internal
policies. The Conservatives are not only dis-united but no longer
have any substantial following in any part of the 'country. In
spite of the fact that the most substantial American institutions
prefer to invest in Canada rather than in America, he feels certain
that if the C.C.F, get in they will attempt to reduce their
Canadian investments substantially.
5. During the last Vietory Loan campaign, Towers was put into 1:
most embarrassing position when he found the major American -
inaumnce inﬂtii:utians buying large blocks of new bonds. ' The |
Equitable, for example, w&hted to buy U.S.225 millions worth, fm

was only after considerable preésure that he was a'ble to com‘
D .
the szaanymf the ﬂesirability of reducing the stabaerﬁ.pti n
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6. He is a firm believer in the Fund because it appears to be the

only way out of the obvious Canadian dilemma.,

of substantially increasing their exports to the U.S. except in the

sense of Tourism. On the other hand, their sterling income 1s

bound to be maintained, if not substantially increased, by the

long=term dairy-product contracts. I challenged him on the

desirability of the publies in both countries being deluded into a

sense of security by the long-term programmes but he says that 17T
has gone so far in Canade now that it would be absolutely folly to

raise the metter publicly. It would be much better from every

point of view to carry on as if there is no financial problem and

then see if something cannot be done if an amergency arises.

1o He is very dubious both about the set-up of the Bank and the

possibility of its issues being acceptable to the public in America. |

He feels that the American and Canadian markets will evaluate the

guarantee or a direct issue of their own securities on the basis of

a proportionate U.S. Government guarantee. The rest they will

either discount orwrite off altogether.

the market in these securities is to be managed after the issue.
If the present ideas of a flat or standard rate of lnterest are

to be maintained, it will be essential to prevent issues already

in existence ralling to a discount. If, for example, an issue

were made in Canada, would the Bank of Canada be eXxpected to
intervene in the market as they have done from time to time in

the Canadian Government Bonds in Qrc‘ier to prevent a loss of

I

confidence in these securities?

Bretton
July 18

He sees little hope
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b | MINISTRY OF PRODUCTION,
T ms: PRODMIN, PARL, LONDON.

GREAT GEORGE STREET, "
LONDON, S.W.I.
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y—nication on this subject, the

R qu should be quoted :
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10th July, 1944

&
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A
e o e
e g = . .

Very many thanks for your letter fram Bretton Woods dated A5 ol
ond July, which has Jjust arrived. We are all working hard at 1 -

the moment on the case for Stage II. Ve here are collaborating
with the Treasury, mainly in the persons of 7V ley : ga:rmerand _
Rdgar Jones, the Board of Trede (Leisching), the Ministry of Food
and others. Ve are gradually getting things onto paper and ’?y 1
the end of this week we should have something fairly useful, in the the
sense that it should- have amassed facts. Whether or not 1% will
be in the best possible form I feel much more doubtful.
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B "~ Your criticism of my estimates of overseas disinvestment fo:rf
& , the later years I humbly accept. My own shots at the balance of

payment of these years were very rudimentary and further work which
ndgar Jones, James ‘.‘Mgadz. and I have done on these years now ma.kes
it clear that my own guess did seem great;[y to ove:—estlmate
military cxpeénditure abroad at that time.: £ <2
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T “do not know whether anything has yet been settled O:E’:E'icially
a8 to how the talks proceed next. T rather gather ?her_e is some
ides that ifaley and one or two officials from our side shall come
‘out; but as you know, there are so many conflicting plans in the

 ad% that for the moment nothing is clear.! I expect you know more
A U0 S T G Sl R i 8 W G L TR el

murning fo more domestic matters I have at "last got the
Economic Jogu:cmf al to press. I was delayed as usual; this time -
nainly by Marming-Dacey ~The editorial staff of the Banker and
the Finencial News scem to have been principally ocoupied in .
dealing with domestic crises and he-had hﬂmgelf*_neoearsarilyibe?n
too busy t6 finish his note on the White Paper;.n Now 1 hﬂVe 11-_.,
it is slightly pedestrian but will I think serve. ‘Beveridge has
turned out about 6 pages longer than we th’dﬂ-mckoned and; 0
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- Lord Keynes,
United Nati
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