
April 3# 

United state© Senate 
tiashingtori, B.C. 

Dear Senator i 

I M B is In 2:^ply to your letter of April 2 follow-
lag up your telephone retaost of April 1 ooneernlns the 
reoent Gs^itment of 1398,5 sillion in loans to Brazil. 
I mlsht say parehttetloal3y that Pat Holt telephoned 
ymw offioe Monday afternoon while you were on the 
Senate floor and left word that he Imd the inforgmtion 
yoxi retpested. iiowever, it is more oonvenient to put 
it in writing, and I hope the delay iias not Inconren-
lenoed you. 

Tim histo-zy of Brasilia puhllo interimtlon&i borrow­
ings and other flijanGial transaotions is long and c«S8-
plicatei. toiiil M s faced repeated financial crises 
since 1 9 5 3 . .Brazil did not seriously beome involved 
witai tim Intexmtlonal Monetaiy Fund, however, until 
October 1 9 5 7 wlmn it drew |37,5 million of its cpota 
in the fund on the bails of its stated intentions to 
control forei^ exchans® expenditures and credit expan­
sion. Such measure© as were taken in BmslX to carry 
out timse intentions were ineffectual. Inflation con­
tinued internally and payiaent deficits continimd exter­
nally* In June 1958j after smm weeks of negotiation, 
the fund, authorized further Brazilian drafts of 137,5 
ulllion on the baiis of a f l m statement of Bimall»s 
Intentions regardli^ a. stabilisation program. Ihis 
program was to Include a reduction in the budgetary 
deficit, simplification of tlm excmnge rate system, 
depreciation of tkm exohang© mte to a more realistic 
level, and restriction ©d credit expansion, currency in 
clieulEtian and foreign exchange expendlthu*es. fhi-s 
credit frsm the fund vma followed in Almost by a balance 
of pgymnt loan of |1CK) million trtm the Expjrt-Import 
:^nk and a loan of f58 million from a group of private 
U.S. banks. 
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PetUmlm tmm imm, BmsdLl did msikm wwMmt 
im ainmlifying md deptmiatim mmmme r& jut the 

Ssmsresa failed to iMpimmmt jmd oo®-
pa*hen«iv# o t a M U m t i e n pE^gi« i M t t i -^dtsoMii 
•didjilatration aent to it in Oetobcr. 

In Mfi^ i960 t M 31® f̂ ictondod a crodlt in various 
om'mmim omilmlent to. |%T.7 silllon for 6 aontija with--

•'•"m0 my rmpwemm^ for a s^blliaaldiin pm^pm* iSm 
W d s for l^is credit appears to have hmm at least in 
part political bmmme mmtl at that tSm wm onteriijst 
a WEtlor.. ' \itloal ojii^lgn wlticii cmlmimttd in Wm 
p r e s i d e e l e c t i o n In October i960. 

In Hov^aber 1 9 6 0 Wm ijixport-Saport mak agr^d to a 
•aoratonni on ri|^?8Msit of d^te of between P O - 5 0 aillion 
for 6 «Km.^. after Wm ^oadros inauguration in January of 
1^1. 

In 1961 a paoki^ aid prognns for imsrii 
mm liorked out by the U.S., Wm IMF l^o-sll's -can 
ere'-'•'--•.-s on tlie bails of a ^gua^o atabilimtloii ^^.-Q^jmi, 
Wm postpeaaed mpmmmt of 0 0 5 Million, the W F 
postponed repaysMt of fl4o a^lli^. In addition, ^ 
U«S. extended I M ^ credits of 0 ^ million, H m H ® esttmdMl 
Wm eqpimleiit of lloO milliim* Wm lurop^m erm^Wsm mm^ 
soMdated or refininmd over 10 years debts of about $300 
miUics), liiia wm feileifed im 0mm W tim mVmmim of 
$110 Millioti in smtsoi&mf eredi^ mid $50 MUlion in sliort-
t e ^ eredlts from a oonsortlum of private BMmptmn Makm, 

mm mmmmm mn being vaMie in tiMi etftbiiisation 
pm^m& mm uneaqpeetedly rmimmd in August* 
fmm PmP Wbm mUX mmmaf of this mm p ? M i d ^ -
tlal ^Sflmmmmt m» restwed by plebisoite, Srasil mm 
in mtoh a st^te of poUtioal pamlysia that effective 
emixMiie mmmsm& eeuM not be Wtm, lisbiiraMnt wm 
at first slowed moi Mm mmpm^M m Wm May 1961 paelca^ 
mmmmt, About $at Million of tdte tf.B. loeui and about 
Wf7 lalllion of Wm l u r o p ^ credits remained m$^PWmmm* 
Ibmumihiie Wm &«ailian fimmeial s i ^ t i o n i^twrimted 
alarmingly. After Wm January plebiscite, Qmimm inaistad 
he mas p r w r e d im mmo for^n^l^tly amA vige^sctaly M 
carry out a stabilisation ^mspm* Wm aid igreeinMt of 
March 25 is baaed not only upon tiwse mmxm^m Imt on 
several ^ ^ r e t e steps %iiich have a l x ^ ^ Wmm tak^. 
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ilMCf^ Wm M&st b ^ r t a n t @te:p9 a r e m twmmtm i n taa^s, 
Wm «ibainftti<m of goversmest s u b s i d i e s of wheat and 
petx-oleias, an ltic3?eaji« i n .rates m mmpmm$% &mM m i l -
roads ajxd a reduoticm i n buOgetary I b f i n i t s * A lom 3Je^ 
of other miomm i s proBiteed, mom i K^ c l f i e a l l y than ever 
before. Aid frraa tim U , S , mA Wm WW U t& poj^or-
aanoe of these ip«omiaea, Tim ib«sdl£an g o m i i a i n t i s a l s o 
imiMnn: farttow iaeintan.Ge i n b e s t t m Europe and i n «^pan, 

m mmmmr to the p o t i o n i n your l e t t e r from. Mufiorie 
J . m»<m. H P * U , S . poartfeipation i n t h i s a i d aippee«e®t i s 
a d e c i s l e i i by the F r e s i d ^ t on the basis, of fmM amA 
a u t h o r i ^ provided under the f c a w i l ^ a i d a c t . 

o.s39Mltide t h i s involved faistaiy, i t shimld paaAmm 
ha PQlntMl out timt &lthi«i^ J M s U has of tmi i ^ s n i n 
f i i m o i a l ^ : ^ l e , i t hte never M e n i n M f a n l t , X m i n k 
t M t i t i s f a i r m say m a t both Wm WW end the U . S . Mve 
b M h i n e r s e e i n g l y oaiieenied by a ^ u i s i l * * f i a a n o l a l irobiems 
and p&UMm dnriim the l a s t lO veere, b«t the 39® M d the 
U , S , have a l s o i&mm mpemmi ~ot t h a t , d e s p i t e 
e w y l b d i M i t J M f t s i l has a s i i i t i u m u ̂  mmal a v e r a i e g m r t h 
r a m of 7 - ^ 8 y e a r . 

Sinorsrely yolk's. 

FHtvp 

U a r l idu^ 


