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The Journey of the Baltic Gold: Part Two,
Restitution

The Five Countries that Held the
Baltic Gold

When | left you in Part One, the three Baltic countries were on the cusp
of a brutal half-century of Soviet Occupation. The USSR had looted the
three vaults of the Baltic central banks of their on-site gold reserves, FX,
coins, and currencies. In all three countries, nationwide, the USSR
continued its looting in the Summer and Fall of 1940 of safe-deposit
boxes and the collection of valuables in shops and in people’s homes
under its Law on the Nationalization of Banks and Large Industrial
Enterprises. That Summer and Fall of 1940 was the transformation of
the Baltic countries inside of the USSR's totalitarian system structure.
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The five countries that held most of the Baltic gold in 1940 were:

» Federal Reserve Bank of NY (USA),

» Banque de France (France),

» The Bank of International Settlements or BIS (Switzerland),
» Bank of England (U.K.),

» Swedish Riksbank (Sweden)
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In 1991, the two banks that formerly held the Baltic gold but no longer
held it in 1991, were the Bank of England and Swedish Riksbank. What
Happened?

The Baltic Gold in the Bank of
England

In 1940, after the Soviet occupation and annexation of the Baltic
countries, Britain did not recognize the annexation “de jure.” It's worth
explaining this legal terminology, since we see it today and every day in
Russia’s Occupation of territories inside Ukraine, Moldova, and Georgia.

De jure vs De facto

e De jure = by law, legitimate and lawful
* De facto = in fact, what exists in reality

Britain accepted that the USSR physically controlled Estonia, Latvia, and
Lithuania (de facto), but refused to accept that this control was lawful
(de jure).

In 1968, however, despite this policy, the British government sold the
Baltic gold (=14 tonnes total) for £5.8m or $16.1m to compensate
British citizens who had lost property in the Baltic states after 1940.
This was done after the UK froze the Baltic gold assets for decades.
After the USSR formally renounced claims to the gold under a UK-
Soviet settlement agreement, the UK used the value of the Baltic gold
as part of the global claims settlement, effectively treating the USSR as
the successor to Baltic obligations.



This decision was highly controversial because it clashed with the
British line of “non-recognition” of Soviet annexation. Britain's 1968 use
of the Baltic gold was also legal, despite being morally wrong. The case
contributed to international legal discourse [Hough] on the illegality of
Occupations and the obligation of non-recognition, even while exposing
tensions in asset disputes. This complex story has so many legal
facets relevant to today’s debates about using Russia’s frozen assets
that I'll go deeper in a future story about the UK's role in the Journey of
the Baltic Gold.

In the Spring of 1992, the U.K. pledged the unconditional return of the
Baltic Gold Reserves. Lithuania and Estonia immediately accepted. The
UK's restitution was crucial because it directly enabled Estonia’s
monetary reform and Lithuania’s later litas launch.

January 31-February 6, 1992

Britain returns
14 tonnes of Baltic gold

By TARMU TAMMERK

in London

MORE THAN two months
after negotiations began in
earnest, Britain has said it
will return to the Baltic
States the 14 tonnes of gold
they deposited with the Bank
of England before World
War I1.

Delegations of the Baltic States
and Brtain held the first round of
talks last November, following
the full restoration of indepen-
dence of Lithuania, Latvia and
Estonia. The Baltic gold was sold
by the British government in 1967
as the result of a Soviet-British
deal.

British Prime Minister John
Major made the statement of
retumning the gold. At a mecting
with  Lithuanian  President
Vytautas Landsbergis in London
on January 22, Mr Major said the
agreement signalled "the begin-
ning of a new era of friendship”
between Britain and the Baltic
States.

Mr Landsbergis was in London
on his first official visit as head of
state. He opened the Lithuanian
embassy in London and addressed
an international conference on
Baltic economy and the political
situation.

Speaking at the conference,
Douglas Hogg, Minister of State
at the Bridsh Foreign Office, said
Britain had responded positively
"to the legitimate request of the
Baltic States."

"The gold wasn't very
.xl‘ely," Mr Hogg said to laughter
m the audience, "We are very
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ashamed of ourselves." He said
Britain now "had the opportunity
to put the wrong right."

All the Baltic States have said
they want to get the gold, not
repayment. Today the gold is
warth about 90 million pounds.

Delegations of each Baltic State
had separate talks at the British
Foreign Office to hammer out a
final agreement. Estonia had the
meeting on January 27, Lithuania
on January 28 and Latvia on
January 29.

"We can now say we have the
gold back,” Siim Kallas, President
of the Bank of Estonia, said afier
the talks in London. The Bank of
Estonia will open its account at
the Bank of England at the begin-
ning of February, and Mr Kallas
expected the gold to be transferred
there in two months. A joint state-
ment released after the talks said
the sides had agreed to complete
the necessary legal formalities re-
quired for the transfer of the gold.
Both Mr Kallas and a British
Foreign Office spokesman said
the talks had gene "very well."

The Baltic and the British
govemments have given up all
mutual claims. The only issue to
be resolved is the property claims
of individual citizens.

Speaking of how the gold
would be used in a crisis-ridden
Estonia, Mr Kallas said it will be
kept at the Bank of England to
back up the new Estonian curren-
cy, the kroon.

The total amount of Baltic gold
deposiied ag the Bank of l:md
was more than 14 ionneg,
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Figure 2. Britain returns the Baltic Gold. EE 4.8t, LV 6.6t, LT 2.9t The
Baltic Independent, 31 Jan - 06 February, 1992, page 2 [TBI10]



However, Latvia aelayea tne U.K.S acceptance aue 1o valuaton
disputes. Latvia had the largest amount (~6.6t worth $72.5m in 1992
[Calc1]) stored in the Bank of England and wished a return closer to its
value in 1992. However, the UK'’s decision was to keep to the 1940,
210,719.919 fine ounces of gold, not its valuation, and the two
countries signed a treaty [UKTreaty] on 19 March 1993 for the Latvian
gold restitution for this amount.

Given that the USSR/Russia claimed successor rights to Soviet property
(including foreign assets), it's very plausible that behind the scenes,
Russian diplomatic pressure and legal threats were made to Western
governments (including the UK). British politicians likely anticipated
that Russia would later claim the gold (or its value) as Soviet property,
so they structured their restitution policy in guarded terms: same
tonnage, no value uplift, final settlement- in effect, closing the door on
any potential Moscow claim.

The Baltic Gold in the Swedish
Riksbank

Sweden was the most challenging for the Baltic gold restitution. In
1940, Sweden handed Estonia’s and Lithuania’s Gold to the USSR, 4.18t
valued in 1940 as USD 4.7025 million. Upon Re-Independence, Sweden
offered an aid compensation worth the 1992 value of the gold at USD
46.6 million, which the article states was the 1992 equivalent of the
1940 Gold. Note these numbers in the news article have some
numerical discrepancies with my earlier Part 1 story. See [Calc2]

Lithuanian President Landsbergis stated that the return of the Baltic
gold reserves cannot be considered as part of a Western Aid program,
but must remain as a wholly separate issue. This disagreement
continued through April 1992 when Sweden’s Foreign Affairs
committee helpfully recommended unconditional restitution. Yet the
‘gold restitution’ Swedish plan for Estonia and Lithuania, when it came,
was not separated; it came from a three billion Swedish crown (USD
548 million) Aid fund to Eastern Europe. Sweden paid the amount to
Lithuania and Estonia in mid-August 1992, not in gold but in German
DM. [TBI24]

The Swedish case highlighted how the gold restitution wasn't just about
reserves but about recognition of sovereignty and its legality. During the
half-century of the USSR Occupation of the Baltic countries, Sweden
was one of the few Western countries that legally recognized the USSR’s
annexation of the Baltic countries. |.e. de jure and de facto. By treating
gold restitution as aid, Stockholm both avoided reopening its 1940
recognition of annexation and kept restitution within its broader “aid to
Eastern Europe” budget line. This strategy was likely seen as pragmatic
by the Swedish politicians.



There are a variety of indications that the KGB had an active role >1940
in Sweden and later after the USSR fell, which might explain some of
Sweden'’s actions. | will explore this topic of the NKVD/ KGB/ FSB in
Sweden in a future article.

The Baltic -
February 28-March 5, 1992

BU ST NE.SS
"Baltic gold cannot be repaid as aid package,"

says Lithuanian President

LITHUANIAN PRESIDENT
Vytautas Landsbergis
protested on February 23
about Sweden’s intention to
repay gold deposited there in
1940 with money already al-
located for aid to the Baltic
States.

"The return of the Baltic
States’ gold reserves cannot be
regarded as part of a Western
aid programme, but must
remain a wholly separate
,issue," Mr Landsbergis said,
according to the Lithuanian
Parliament  press  service.
Swedish Foreign Minister Mar-
garetha af Ugglas said on
February 18 that Sweden would
compensate  Estonia  and
Lithuania for their lost gold
reserves with 46.6 million dol-
lars of aid, for which funds
have already been earmarked.
This sum is estimated to equal
the present value of the original
gold. A total of 4,018
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A MONEY MATTER: Lith and E would like to have
back the gold deposited in Sweden, but at a meeting with Estonian of-
ficials, the Swedish-Finance Minister Anne Wibble said the form of
" compensation is yet to be decided .

Photo by Erik Prozes (ETA)

kilograms of Estonian and
Lithuanian gold bullion was
deposited in Sweden’s state
bank just before the Soviet
Union annexed the Baltic
States in 1940. Sweden turned
the gold over to the Soviet
Union one month later.

Visiting Swedish Finance
Minister Anne Wibble on
February 20 in Tallinn repeated
_the  Swedish  parliament’s

decision to compensate Estonia
[and Lithuania] for the gold
deposited in Sweden before
1940. According to Ms Wibble,
it has not yet been decided
what form the compensation
will take.

Estonian Prime  Minister
Vihi said the gold, or its
equivalent in hard currency,
could be used 'as security for
the new Estonian currency, the

kroon, which Estonia plans to
introduce this spring.

Ms Wibble said Sweden had
decided to pay Estonia’s first
membership fee in the European
Bank for Reconstruction and
Development as part of the finan-
cial aid to Estonia. Ms Wibble
also said that the Swedish Finance
Ministry was ready to offer train-
ing in market economy for Es-
tonian finance experts.

Figure 3. Baltic gold cannot be repaid as aid package. 28 Feb-05
Mar_1992 Lithuania and Estonia protested Sweden's aid-substitution
scheme. The Baltic Independent, 28 February - 05 March, 1992, page 4.
[TBI12]

Summary of Baltic Gold
Restitution

The other three banks: the Federal Reserve Bank (USA), the Banque de
France (France) and the BIS (Switzerland)—provided full restitution of
the Baltic Gold. Here | provide a Chronology of the Restitution phase of
the return of the Baltic Gold with news sources from The Baltic
Independent. See links to my original sources in the References.

(EE = Estonia, LV = Latvia, LT = Lithuania)

Restitution Phase (1991-1992)

Date

(DD-  EE LV LT



MMM-
vy) Estonia

EE planned
kroon, to be
04-Oct- backed by pre-
91 war gold
reserves abroad
[TBI1] .

11-Oct-
91

UK had sold EE’s
prewar gold in
25-Oct- 1968; talks
91 began on
restitution
[TBI4] .

12-
Nov-91

13-
Nov-91

EE delegation
met Bank of
15- England on 4.8t
Nov-91 gold; settlement
sought soon
[TBI7] .

Nov-91

29-
Nov-91

Latvia Lithuania

PM Godmanis

said lats might LT planned litas without
come in 1992/93; gold backing initially
gold not yet [TBI1] .

central [TBI1] .

France returning2.246t

gold (~$25m) to LT; kept

in France for stabilization
[TBI2] .

U.S. diaspora estimated
Soviet damages incl.
confiscated gold at
$462bn [TBI3] .

LT delegation began UK
talks on 2.9t gold;
stressed restitution, not
aid [TBI5] .

UK agreed to return LT's
2.9t gold (~$35m);
expected “before
Christmas” [TBI6] .

“Golden Christmas” — UK
confirmed LT restitution
(2.91) [TBI6] .

France returned
1tgold to LV
(deposited
1923/33)
[TBI8] .
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UK announcea Included o.ot Tor
return of 14t LV; LV later

31-Jan-
Baltic gold (EE  disputed

92
4.8t, LV 6.6t, LT  valuation
2.9t) [TBI1O) . [TBI10] .
21-Feb-
92
EE & LT leaders
protested
S d' h " 'd"
28-Feb- we I,S ,al
substitution;
92
wanted
restitution
[TBI12] .
20-
Mar-92
03-Aor UK returned 4.8t
P gold (~$60m) to
92
EE [TBI14] .
10-Apr-
92
LV still disputing
9. EE & LT accepted UK valuation,
bullion back from delayed
May-92
UK. [TBI18] acceptance
[TBI18] .
Sweden decided
to compensate
05 EE & LT (275m
SEK), but as part
Jun-92 ’
of aid budget -
controversial
[TBI19] .

2.9t earmarked for LT
[TBI10]) .

Sweden announced it
would compensate LT &
EE gold (2.9t + 1.25t) via
foreign aid (=8§46m), not
bullion [TBI11] .

Same as EE.

PM Vagnorius in Sweden:
sidestepped gold dispute,
left to parliament;
Landsbergis had
condemned aid
substitution [TBI13] .

Sweden'’s foreign affairs

committee recommended

unconditional restitution
[TBI15]) .

Same.



Bank of
International

19 Settlements Bank of International
June- (Switzerland) Settlements (Switzerland)
92 [TBI21] [TBI21] restitutes 0.57
restitutes 0.005 t t (570 kg) gold bullion.
(5.022 kg) gold
bullion.
Sweden paid
1 $48m (in DM) to
EE & LT for gold; Same.
Aug-92 |
still treated as
aid [TBI24] .
LV’s temporary
rouble weak; only
04- .
Sep-92 small prewar
P gold” available
[TBI25] .
U.K. transferred
19 to Latvia 1940
weight: 6.55t of
Mar-93
gold
[UKTreaty]

How to Build a Country

In the large picture of renewed Independence life, the early 1990s
Baltics are a fascinating study of what is needed to form an
independent, democratic country upon emerging from decades of
experiences from being deeply inside of the Soviet Total State system.
The Baltic countries, like Ukraine, Georgia, and Moldova, were an ‘SSR’
and wholly integrated inside of the USSR, which was a different
experience from that of Poland, Romania, and other USSR satellite
states. The following could form the basis for today’s checklist for
when territories in Eastern Russia finally emerge from Russia’s many-
decades-long Occupations.

Civics teachers, take note! There are good classroom lessons here for
How to Build a Country.

Baltic countries’ successes in their first
Independence Year: 1992



e First Uncensored newspapers published and sold (See NAFOForum
story: [NAFOGr1])

 First Uncensored Books published and sold (See NAFOForum story:
[NAFOGr1])

¢ First Uncensored Publishing houses (See NAFOForum story: [NAFOGr1])

e First Places to House Diplomats with proper addresses and phone
number

e First Governments

e First Stamps

* First Gold reserves returned «

e First Currencies «

e First Banks

e First Business Licenses

e First Visa Border Control

e First Auto License Plates

e First Phone Country presence

 First Internet Mail Hubs

e First International Postal Codes

e First Airlines

e First City Police

e First Armies/Territorial Defense Forces

¢ First Constitutions

» First or Renewed Citizenships

 First Issued Passports

e First Private Properties

 First Privatization of State-Owned-Assets

e First Criminal Code

e First Justice System

¢ First Jails

¢ First Closure of KGB houses

* First Acquisition of KGB records

e First Acquisition of a former Red Army military site or region

e Firstissued fines

The Soviet Red Army continued to Occupy the Baltic countries until
1993 (Lithuania) and 1994 (Latvia and Estonia). To have such
successes in the first year while still being Occupied by the Soviet Army
is why | sometimes call the Baltic countries ‘miracle countries’.
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fYOU ARE INDEPENDENT NOW, WHAT MORE YOU WANT?*

Figure 4. Cartoon about the continued Red Army Occupation upon Re-
Independence. The Baltic Independent, 8 May -14 March, 1992, page 3.

The next part will proceed to the nitty-gritty work to Deploy the new
currencies, with Gold as their financial anchor. See you there.

The Baltic Gold Journey Stories by Amara Graps are a symbol of the
Baltic countries’ prosperity in 1938, a large education in Russian-Soviet
intelligence operations in 1939-1940, and a sign of hope, a half-century
later in 1992-93. And just when you think that you have learned all of
these lessons, the Gold points you to a few more lessons in 2008 and
2025.
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