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FOREIGN FlUIDS CONTROL i.ND 

PROCEDURE FOR UNBWCKING 


" 

In the freezing or immobilization of foreign property within the United 
States by the Treasury Dep~rtment, the first property blocked was that of invaded 
friendly nations. To this property was added that of the aggressor nations J later 
enemies J and the property of the neutral ' nations. 

The purpose, however, of freezing or imr;I.obilization varied. As to the 
enemy, the purposes were conventional and represent a policy to deprive the enemy 
of any use of its own funds. The policy in regard to the neutral nations was to 
prevent any transaction which might be o~rected through these neutral ,nations of 
advantaGe to the enemy and to tmIDobilize any German property which might be con~ 
cealed under a neutral name. The policy as to tho invaded oountries had several 
objectives: to preventeny person in any invaded country from being deprived by 
act of aGGression of his property, to protect J~erican institutions from possible 
adverse claims which might arise ina dispute between the original owner and 
someone who claimed to have secured right or title to the property; to prevent use 
by an aggressor country. 

The steps which have so far been taken in unblocking or remitting the 
controls are briefly: As to German and Japanese property, to vestJ with the 
intention of holding these assets, until final disposition thereof should be de­
termined by Con6ressj as to most neutral and allied invaded countries, to unfreeze 
such accounts as he.d been determined to the sr,tisfaction of our Government not to 
be held for the benefit of German or Japru1ese. 

In furtherance of this last-named policy, the Treasury promulgated General 
License No. 95 J which, in effect, provided that the beneficial o'vner of blocked 
property could secure from his own governr,lent a certificn.te tho.t there was no enemy 
interest involvod in such property and tbe property would thoroupon be released. 
Considerable property ho.s been released under this certifIcation procedure, but still 
it is believed 0. relatively large proportion of the property originally blocked 
has not been certified and is held in French, Swiss, Dutch and other n~les. 

Some other property in addition to that certified has been released; 
persons who had residences in the United states at a sufficiently early date were 
"'general licensed nationals ll meaning that their property, for practical purposes,• 

was never subjectedm blocking. Others who later took up residence in the United 
States have had their property freed and still others who resided in the generally 
licensed trade areaj some foreigners have received regular amounts per month from 
their blocked accounts for living expenses. No problem, however, arises as to any 
or this pl'operty thus freed. The problem here discussed relates to the ~ount 
still blocked Which, except for an infinitesimal amount whioh ~ny be paid out of 
particular accounts for living expenses, can be released in accordance with present 
Treasury policies only on certification. 

The probable reasons for the la~k of certification as to this balance are 
several. only one of which is , that the property mo.y be , helo. for the, benefit of a 
German or 'Japanese. The policy of certification has now been in effect sufficiently 
long that one may with some confidence anticipate the certification procedure will 
not unfree much of the property which still remains bloc~ed. 
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The question, therefore, becomes important as to what further steps must 
be taken to bring this now immobilized property into the useful flow of international 
commerce. This becomes of even greater si;nificance because of the scarcity of 
the dollar exchD.nge of the various countries in whose rehabilitation the United 
stutes nov! has great concern, and with the adoption of the 11arshO:ll Plan will have 
still greater and more direct concern. 

The amount ·of this still blocked property is believed to be relatively 
smull, but in the face of the prosent situation becomes ~ parrumount importance. 
The effect of continuation of present policies is to render useloss these funds. 
These ::tre not Goverlli,lent funds, but are funds of the ne.tionals of various countries. 
Secretary Snyder, referring to the general situation in reGard to foreign holdings, 
and particularly the need of such holdinGs for future conunerce, said in his 
testimony before the Foreign Relations Committee of the Senate, on January 14, 1948: 

"I need not labor the point that the European countries must have some 

o 
~old and dollar reserves to finance their international trade if they 
are to return to normal opcl'f\tions after 1952. It should be kept in 
mind that the Economic Recovery ProGram 1s not intended to cover the 
entire import requirements of these countries. It would be folly on 
our part to force the European countries to use up their gold and dollar 
balances to a point Ylhere they would not have adequate funds to operate 
smoothly through ordinary commercial and financial channels~" 

This statement probably refers not only to the property still under 
block, but to that which is not under block particularly funds coming to the Uhited 
States freely after the war. The argm~ent~ however applied equally to all such 
funds within the United States. 

In cohsidering trade betv{een two oountries, it is convenient to speak of 
it as thoubh that trado were carried on by the countries themselves. This con" 
venience of oxpression has frequently led to e. misconception. The trade betw·een 
two countrios is carriea on by persons ~~d corporations ;~thin those bvo countries. 
In fact, tr..-.de by governLents is the antithesis of the ,\Ill.erican theory of free 
enterprise. The amounts still unblocked represent a nucleus, all too small, for 
the beGinning of this normal trade. 

Coercion is not necessary under a froe enterprise system to cause money 

to be used economically. The self..interest of the person having control of the 

funds is sufficient. Funds will be used when available in profitable operations 

of the type needed in world rehabilitation. 


In the face of present conditions, and partioularly after controls which 
were necessary during the war, there may be a feeling of hesitation upon. permitting 
these funds to be used without supervision, but if we hope to return to a normal 
worldwide economy, this hcsit~tion must be resolved and the policy historically 
conventiona.l l "."hich under unusual conditions was a.bandoned, must be reinstated. 
Further control will be wusteful of this important residue", Freedom for its use 
will preserve it and its usefulness. These funds are the only seed from which 
future normal commerce may grow. 

The Treasury's interest in these f~nds has been to assure itself that 
there was no German interest involved. But an additional interest l broader than 
the Treasury interest, has now been added and that is so to arrange the policies in 
regard to these funds that they may take their normal place in the economy of the 
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world- their free use will be a.dded assurance that the l.Iarsho.ll Plan will sucoeed. 
Sympathy should be expressed for the apparent dilemma in which the Treasury finds 
itself, occasioned by its meticulous care concerning these and all other funds 
blocked during the war. The Treasury's dilemma can now happily be resolved. The 
usefulness of the funds to the country of oriLin and to the United States can in 
no way be more increased than by freeinE; them and permitting them to be used by 
the o,vners ·~hercof. This, however, still leaves the one question of the de­
terminc.tion of German interest in these funds. 

The expectation of the Treasury that these funds would be released under 
certifica.tion has not been fulfilled. The owners of the property are not willing 
to resort to certification and the Treasury has cons id,ered plans to force a 
resort to certification by the threat of seizure in some form, either by the 
United states Government l or by assistance in this respect to the respective 
foreign governments, 

Apologists for this program argue it is proper to aid friendly foreign 
governments thus Qirectly or indirectly to recapture their refugee capital, but 
this argument omits the two important cons:i.derations: one, the probability of the 
immediate dissipation of these funds, and the other that this would be a breach 
of faith reposed in this country by foreign investors who in the past have con­
tributed so much to the d0volo~~ont of the United States and whose property may 
be said to be :.\11 that is left o.n which the future foreign trading of the country 
of origin could be restored, 

Before the Government of the United States commits itself to a theory 
in negation of the policy of individual ownership, and causes private funds to be 
vested in a forei(;!l governnont, it is a part o!' statesmanship to consider the use 
to which these private funds will be put and the ultimate results of such 
negation of the doctrine of privo.te enterprise • .Ii.lready, in an effort to solve 
their problems, many socialistic ideas h:.\ve been accepted and ore being acted upon 
by the governments of countries for whose 'i/clfare we are concerned. The pressures 
which caused such political thiru~ing will affect the use to which these funds 
will be put. ;,.1so" the present economic conditions, the very occasion for the 
Harshall Plan, loom larger than considerations of the future. Either by 
doctrinal conviction, or by pressure exerted on the Government, one may nntici­
pate that individuals will be deprived of these funds and they being OXh~u6tod 
the hope for normal individual enterprise in foreign trade would be lessened, 
if not wholly extinguished. Hithout individual initiative, and facilities for 
pursuin~ that initiative, the alternative is state-operation, and this, once 
instituted, makes impossible the return to free enterprise, which not only would 
we wish to preserve for ourselves, but believe would create the greatest hope 
for Europe. In their relatively helpless condition, this Government should not 
by its policies' indireotly sanction, or directly impose,stateism uppn the countries 
of Europe. 

In dealing with these matters of uncertified funds their actual com­
position has sometimes been i(;nored or obscured. Some indeed may represent refugee 
capital, but much of it is £I.ccumul:;-,ted em'nin~s, accretion, or inheritances in the 
United States. Others may represent direct investment in business here which in 
the interest of the foreign government should not be destroyed. yet under any 
policy of seizure the OVlllers of all such assets are equally penalized. The only 
~nes who escape are those who successfully not only placed their funds within the 
United States" but who also personally fled from their own countries before or 
during the 'Yar. These latter have been generally licensed. Those who had 
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investments in the United States~ but themselves stayed for whatever reason in 
Europe during the difficult ye~rs are not so favored. 

The Treasury has pointed out that one reason for certification is a 
practical one. It is a necessity, it is said~ because no adequate investibution 
can be made by the United States Government of the benefiaial ownership, or if it 
could be, it would be prohibitively costlye This premise is based upon the desire 
of the Treasury to ascertain to the last dollar nhnt are lJazi funds and see that 
they do not escape. In pursuinf; such a bitter-end policy, they illunobilize all the 
funds in the face of most urGent need for their usej this is now a greater evil. 

It is~ therefore, time that a modification of policy be instituted. The 
Treasury, or if more appropriate, the Federal Reserve Bank, should instit .ute a 
licensinG procedure for the freeing of these accounts of persons residing abroad. 
The matter is not so difficult as it first appears, for it would be in order 
immediately to release, for example, all property which can be shown was within the 
United States at a certain date, say January 1.. 1938, and all funds orizinating 
within the United States, the lieneficiary of which is a foreigner. As to more 
doubtful cases, the Tree.sury, or other appropriate agency .. could pass upon the 
propriety of freeing the particular funds in the srune way it was forced to do 
during the vror .. when many thousands of individual licenses were granted and still 
more transactions effected under so~e formula set forth in general licenses. 

There is no particular reason to assume that investigation purportedly 
made by interested foreign govermnents would be more exhaustive, or more just to 
the owner than such a system, when one considers the primary interest of the 
foreign government lies in securing some control over this particular property. 
Also, if the foreign goverill1ent found it was enemy property it would not receive 
the property,-under our laws it boes .to the United States. There is also no 
control as .to what investigation rnay be abroad. This may be adequate or inadequate, 
honest or corrupt" yet for this important determination as to funds within our 
jurisdiction, the foreign governmentts Ylord is relied upon wholly and exclusively. 

The restrictions on l~erican-held property were imposed by American Law. 
The release should also be under flmerican law. The administration of the law should 
be confided to a United States agency and not to an agency of a foreign govern­
ment. The costs of administration of such a program can, if necessary, be borne 
by the funds themselves. In releasing these funds the Go-vern.:ent can better assist 
the foreign Governments and at the same time relieve them of the political necessity 
of exhausting the funds immediately for less fundamental purposes and reserve them 
to the advantace of that government for more important future use. h census of 
foreign property held within the United States is not at this time necessary. Such 
a census could be of embarrassment rather than assistance to our Government for, 
once taken, one might expect pressure to reveal the information. Such revelation 
should not be made. No agency of our Government should place itself voluntarily 
in a position of a common informer, nor should Congress ·force any agency of our 
Government into such position relative to proper-l;y entrusted to our care in reliance 
upon our fidelity. 

The residue of unblocked funds under this suggested procedure for de­
termininG enemy interest, must necessarily be small. It will be composed only of 
those for whom the owner neither secured certifioation through his own government 
nor made an application to have them freed, under pledge of confidence, to this 
Government. He would not need then to be concerned why no claim for them had 
been made, for ~ having exhtcusted other po.:;sibilities .. we could assume they were 
either unclaime~ by reason of the death or disappearance of the owner, with de­



, ) 

struction of his records, or they would be really enemy-olvned funds voluntarily 
abandoned in the face of a policy to seize such enemy funds. 

ilot this point a census of them might well be made as an aid in de­
termininc; their final disposition. Then, but onl;'l then, could an act of re. 
quisi-cion or confiscation be taken with the assuro.nce that justice had been 
done. 

CONCLUSION 

The United States should cOlTlLlence a program wholly operative within 
the United states of freeing the unblocked balances by releasing them under 
such formula as may seem just and in doubtful cases, under such investigations 
or hearings as it deems proper. 

\ 
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POSSIBLE QUESTIONS AND SUGGESTED ANSWERS 

Amount of free assets: 

I 

Q. 	 How do you reconcile the figure of $4.9 billioll used in your earlier 

testimony and the figure you use today of $4.3 billioB? 

A. 	 The figure of $4.9 billion represents the approximate value of the 

long term invesments, bot..lt blocked and free, belomging 1:0 private 

persons, including non-citizens · l"esiding in the sixteen participatin$ 

countries. 

The figure of $4.3 billion, on the other hand, represents the 

appro:x:imate value of both long term and short tenn invesbnents which. 

are free and belong to private persons, including non-citizens, 

residing in the weIve reoipiel1t countries. I want to emphasize that 

the blocked assets have not been included in this computation. 

II 

Q. 	 Do you have a breakdown showing by countries their holdings of free 

assets in the United States? 

A. 	 I do have a table, a copy of which I will be glad · to furnish you, 

showing by countries the assets held direc~ by their nationals in 

the Ulii ted States. 

In cormection with your study of this table I should like to 

point out the following: 

1. 	 'lbe table includes only the directly~held assets of their 

citizens and does not take account of the assets held 

indirectly for their benefit through such countries as 

SWitzerland. 

31 0792 




- , 

- 2 ­

2. 	 The table includes both the blocked and free assets. 

No accurate deduction could be made by countries for the 

blocked assets because, as I indicated to you im my 

testimony, we have no precise figures on this subject. 

However, since we estimate that approximately $800 million 

represents direotly-held assets which are blocked, we 

dedueted this amount from the $5.1 billion ~ arrive at 

the approxima.te value of free assets held by persons in 

the recipient countries, exclusive of governments and 

central banks. 

Amount of blocked assets: 
III 

Q. 	 Can you give us a breQkdown of the present status of blocked assets by 

the individual recipient countries? 

A. 	 I do have a table which will give you · some idea of the current status 

of blocked assets of private re'Sidents of recipient countries who are 

citizens @f such countries. In examining this table I want to call 

your attention partioularly to the footnotes and the supplementary 

explanatory paragraph which sets forth some of the factors which must 

be considered in evaluating the signficance of this table. In. 

particular the suppemental statement evaluates the figures in column 

III to give some idea of the i terns which must be ·considered in 
. 

determining the approximate amount of the dollar holdings of the 


recipient country citizens which would be readily available for 


. centralization. You will recall that in my- testimony I indicated 


that 	at a maximum $400 is in this form. 
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IV 

Q. 	 How did you arrive at an approximation of the blocked assets held 

indirectly for the benefit of resident citizens of recipient 

countries through Swi.tzerland.? 

A. 	 According to the ~FR-300 census the total ameunt of cash, deposits 

and securities .held as of 19411n the United States in private Swiss 

accounts amounted to $441 million. We estimated OD. the basis o~ 

this 1941 figure that more than 30% of this aDOunt, o.r $132.3 · 

million reJresented French assets held through Switzerlaad. The 

30% figure is based on information obtained through the operations 

of Foreign Funds Control and is borne out by statements of representa­

tives of two of the largest Swiss banks that about 25% of i;oheir 

dollar assets represents French holdings. By attempting to take 

into account such add! tional .factors as the rise in the priees of 
, 

securities since 1941, accretions through income, and otner factors 

we concluded that the approximate present value of these for French 

resident citizens would rtm between $200 and $250 million. Im addi­

tion we estim.a.te that a small part of the Sw.i.ss reperted assets, 

perhaps 10 to 15%, represents assets held through Switzerland for 

Italian, Dutch.. and other recipient country accounts. . 	 . 
Effect of new French exchange decree: 

v 

Q. 	 How will the recent change in the French exchange rate affect this 

problem? 

A. 	 As you know, the essential feature of the French plan involves a 

change in the official franc rate from ll9 francs to the Un!ted, 

States dollar to approximately 2J.4 i'rBllCl!I.. In addition a free market 
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rate will be created f0r the United Statea dollar to be supplied 

by 0J1e-half of the proceeds from exports and by foreign exchange 

coming from 0 tiler sources, including specifica.lly capital transfers 

back to France. 

Accordingly the French citizen who is required to turn over 

his dollar holdings in the United States to the French Government 

will receive more francs fGr his dollar than under the old rate or 

even under the new official rate. The free rate it is reported now 

is somewhat over 300 francs to the dollar. Thus a substantial 

barrier to the repatriation of dollar assets owned by French 

citizens in the United States is removed. 

VI 

Q. 'What kind of amnesty is the French Government planning to grant 

under its new decree to its citizens for failure to have declared 

their hidden assets? 

A. 	 It is my understanding that the present decree provides that French 

citizens who may have violated any of the foreign exchange laws" 

etc., can settle all outstanding liabilities to the government for a 

flat 25% of their assets which have been involved in the violation. 

Effect 	of release of small accounts: 

VII 

Q. 	 You indicate that you are planning to release small amounts- up to 

$5,000 without certification. Can you give us s:>me idea of th~ size 

of the funds which will be affected? 

A. 	 The effect of this action, so far as assets of reCipient countries 

are concerned, will be to unblock automatioally approximately 49% 

of the total number of accounts reported for the affected countries 
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on Form TFR-300. The amount of property unblocked will be leS8 

than 	$40 million or 1.7% of the amounts reported in the census 

al;l held by residents of such countries. 

Effectiveness of information program: 

VIII 

Q. 	 How long do you think it will be before the Dew census information 

can be turned over to the . governments? 

A. 	 It is our guess that within two to three months after the public 

deadline date we should be able to start turning over the informa­

tiOR from the new census to the governments. I make this statement 

on the asstlJllption that the forms will be prepared and in the hands 

of the reporters by the deadline date. 
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There is quott:d below for the information of p",rsons interested 
in Foreign Funds Control matters tbe text of a letter of February 2, 
1948, to Senator Arthur H. Vandenberg, .Chairman of the Senate Foreign 
Affairs Committee, from Secreta,ry Snyder . as Chairman of the National 
Advisory Council. The text of this letter was released to the press 
by Senator Vandenberg at twelve o'clock noon on Monday, · Febiuary"2, 
1948. 

John S. Richards 
Director 

My dear Senator: 

You will recall that when I appeared before the Senate Foreign 
Relations Committee to discus~ the financial aspects of the European 
Recovery Program I indicated that I would soon be ready to report 
the results of the National Advisory Council's consideration of the 
extent to which this Government should assist countries likely to re­
ceive financial assistance under the European Recovery Program in lo­
cating the assets of their nationals concealed in the United States. 

On that occasion I discussed the extent to which the dollar and 
gold holdings of the participating countries could be integrated with 
the European Recovery Program. In that connection I stated: 

"Some people have argued that the participating countries 
should pay for part of the program by using up their gold and 
dollar assets in the United States, and by liquidating the f\meri­
can investments of their own citizens. I need not labor the 
point that the European countries must have some gold and dollar 
reserves to finance their international trade if they are to re­
turn to normal operations after 1952. It should be kept in mind 
that the European Recovery Program is not intended to cover the 
entire import requirements of these countries. It would be 
folly on our part to force the European countries to use up 
their gold and dollar balances to a point where they would not 
have adequate funds to operate through ordinary commercial and 
financial channels. By insisting that the participating coun­
tries exhaust their gold and dollar balances, we would merely 
add further instability to their monetary systems. As a rna t te r 
of fact, all of the participating . countries except Switzerland, 
Turkey, and Portugal have already reduced their dollar balances 
to or below the amount which would normally be regarded as safe. 

"When we turn to the possibility of liquidating European 
investments in the United States, we must also look at theprob­
lem in terms of its long-run consequences. ,These investments 
annually earn a dollar income, which will be used to cover part 
of the cost of the Program, and which will be used in the future 
to meet part of the cost of imports after the Program ends. 
Without these investments, the balance-of-payments situation of 
the participating countries will be worse in the future. I doubt 
very much thnt it would be wise ?olicy for the United States to : 
force European countries as a general rule to liquidate the 
prope~ty owned in the United States by their nationals as a con­
dition for receiving aid from this Government. 
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"Some of the governments. however. will decide ~o liqui­

date some or all of their holdings so as to pay for imports. In 

practice this may be an alternative to borrowing from the United 

States .......... " 


I emphasize again that. in the judgment of the National Advisory 
Council. it would not be wise to force countries likely to receive 
financial aid from the United States (referred to hereafter as "re­

cipient countries") to liquidate the private holdings of their na­

tionals as a condition to receiving such aid. But the problem of 

assisting these countries in locating the private assets of their 

nationals is separate and distinct. It is this problem which the 

National Advisory Council and the Executive Departments concerned 
have been studying for some time. 

The problem stems from the fact that nationals of some recipient 

countries have for many years followed the practice of concealing 

their assets in the United States. Some hold property directly in 
their own n~mes; others hold indirectly thtough intermediaries in 

third countries. notably Switzerland. These assets are concealed in 
this country despite the fact that the foreign exchange laws of the 
recipient countries typically require that foreign exchange assets 

be declared; some also require the turning over of Ii'quid dollar hold­

ings in exchange for local currency; practically all require that li­

censes be obtained for the expenditure of foreign exchange assets. 

It is important to distinguish between two categories of assets: 

blocked assets and free assets. By blocked assets we mean those 

which are frozen in the United States under the Foreign Funds Control 
of the Treasury Department. It will be recalled that as a wartime 

measure the President, pursuant to Section 5(b) of the Trading with 
the enemy Act. blocked. under control of the Treasury, the private 

and public holdings in the United States of all of the European coun­

tries except the United Kingdom, Eire. and Turkey. Beginning in 

October 1945. machinery has been put in effect which provides for the 

unblocking of assets of persons in most of the formerly enemy-occu­

pied and neutral countries if the government of the country where the 

beneficial owner of funds resides certifies to the private American 

custodian holding the assets that there is no enemy interest in such 

assets. The p~imary purpose of this procedure is to find concealed 

enemy property. The procedure is now applicable to all the recipient 

countries whose assets were blocked. However. not all the nationals 

of these countries have availed themselves of this procedure. which 

has the incidental effect of disclosing to their respective govern­

ments the ownership of assets in the United States. As a result the 

Treasury through Foreign Funds Control is still controlling a fairly 

substantial amount of blocked assets. 

Free assets include all the dollar assets owned by nationals of 

Br ita in. Tu r key; and E ire. for the sea sse t s, tor e pea t, we r e n eve r 
blocked. In addition, free assets have accrued in the United States 

on behalf of residents of the other recipient countries since Decem­

ber 1945 when controls were lifted from all current transactions be­
tween the United States and nationals of these countries. 

- 2 ­
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It is obviou~ J impossible to ascertain accur. ,ly the amount of 

priv•.ate doll .Dr assets owned by resident citizens of recipient coun­

tries which are unknown to their governments despite the reporting 

requirements of such governments. Moreover, we have no controls 

which require complete and continuous reporting of foreign-owned as­

SPots. However, we have made certain estimates based on an analysis 

of the best facts and figures available to this Government. 

As far as the free assets are concerned, we have concluded, as a 

result of investigations and consultation with the various govern­

men ts, tha t the yare for the mos t pa r t known to the gove rnmen ts 0 f 

the recipient countries. We have estimated that as of June 30, 1947, 

private persons, including non-citizens, residing in the recipient 

countries, had free assets in the United St~tes approximating $4.3 

billion. Of this amount $2.3 billion represents holdings of nationals 

of the United Kingdom, which has adequate information respecting 

these assets. In addition, from Foreign Funds Control operations we 

know that about $1.3 billion represents assets of residents of re­

cipient countries which have been certified for unblocking and hence 

are known to those governments. The balance includes proceeds from 

the liquidation of secu~ities which has taken place in the United 

States with the knowledge of the appropriate governments; accruals 

from current transactions which are subject to control by the govern­

ments of the recipient countries; and assets of non-citizens resident 

in these countries. Some f~ee assets may have accumulated here un­

known to the respective governments, but we consider that the amounts 

are probably insignificant. 

We come now to the question of the blocked assets held directly 

in the names of citizens of recipient countries and indirectly for 

their benefit through Swiss intermediaries. These assets are for the 

most part unknown to the respective governments; otherwise the ap­

propriate unblockin~ certifications would have by now been obtained 

and the identity of the respective owners disclosed. Precise figures 

on the amount of these blocked assets are not available. Under the 

existing certification procedure, as has already been indicated, the 

certification is made directly by the foreign government to the pri­

vate American custodian holding the assets and no report is made to 

the Treasury other than general summaries which have been obtained 

from the countries concerned. To hDve maintained current records on 

changes in blocked accounts would have subjected American financial 

institutions and the Government tounjustifiable costs anddifficulties · 

According to our best estimates resident citizens of recipient 

countries hold in the United States approximately $700 million of 

blocked assets which are in a form readily available for meeting the 

b a I a n c e - 0 f - pa y men t pro b I ems 0 f the r e c i pie n t co u n t r i e s • 0 f t his 

amount, about $400 million are held here directly,in the names of the 

resident citizens; the balance of about $300 millio,n is held indi­

rectly through Switzerland .. In addition, resident citizens of re­

cipient countries hold blocked investments in controlled ente!prises, 

in estates and trusts, etc., which cannot readily be liquidated, al­

though most of them are valuable sources of current dollar income. 

We estimate that they hold directly in this non-liquid form of In­

vestment about $400 million and an odditional small by unascertainable 

amount indi..rectly through Switzerland. 
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It appears \. .. at so far as the recipient coun .ies are concerned 
the resident citizens of France have in the United States the largest 
amount of concealed private blocked assets in a form which could be 
used in meeting balance-of-payment problems or to supplement official 
reserves. We estimate that the amount of the directly-held ass·ets in 
this form of investment would run between $100 million to $150 million. 
The French Ministry of Finance has estimated that these assets amount 
to about $150 million. In addition, French resident citizens hold 
indirectly through Switzerland liquid assets of probably between $200 
and $250 million. 

The policy we should adopt with respect to assisting the recipi­
ent countries in obtaining control of the private dollar assets which 
are hidden 1n this country by their citizens has been a subject of 
much discussion in recent months. Representatives of financial in­
stitutions have urged that it is fundamental to our free private en­
terprise system and, in particular to our capital market, to respect 
private property whether or not it is held by foreign nationals. 
Some felt that the United States Government should not adopt the 
policy of cooperating with foreign countries in the enforcement of 
their exchange control laws. Finally, it was argued that to adopt 
measures having the effect of forcing the disclosure to foreign gov­
ernments of private property held by their citizens in the United 
States would put this Government in the position of supporting partial 
confiscation of private property. This last point relates to those 
cases where foreign countries require the surrender of dollar assets, 
against reimbursement in local currency at unrealistic rates of ex­
change. 

The ~ational Advisory Counc~l gave serious consideration to 
these views. The Council doubted that under ordinary conditions this 
Government should assist foreign governments in enforcing their for­
eign exchange laws. However, these are not ordinary times. Some 
European countries are in dire need of dollars to permit their sur­
vival as free nations. American taxpayers are being called upon to 
make substantial ~ontributions to European recovery. Moreover, most 
of the forei.n governments have repeatedly asked our assi~tance in 
obtainlng control of the holdings of their citizens, who have con­
cealed them contrary to the laws and national interest of their coun­
tries. It is these circumstances, I am sure, which have inspired 
marked public interest in the problem and have produced various legis­
lative proposals for action, such as the Kunkel Bill (H.R. 4576) and 
the Norbald Resolution (H.J. Res. 268). 

The Council studied in detail many alternative proposals for 
dealio~ with th1s problem in an effort to arrive at a solution which 
would assist recipient countries to obtain the use of concealed pri­
vate assets in the United States without doing violence to the tra­
ditional status of private property. None of these alternatives 
promised at the ssme time actually to protect the private ihterests 
of foreign nationals, to assist the recipient countries to mobilize 
the concealed dollar assets of their resident citizens, and to pre­
vent the escape of concealed enemy assets. 

The Council concludeci that no action should be taken regarding 
free assets because the amounts which are unknown to the governmerits 
of recipient countries are probably insignificant, andi n any even t 
serious practical difficulties would be involved. Effectively to 
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search out and tl control of these fr'ee assets .)uld require ex­

change controls and othe~ me~sures which would do maximum violence 

to our position a~ a world finaricial · center and to our policy of 
keeping the dollar substantially ·fre'eof restrictions. 

The Council also concluded, however, that this Government should 

assist the recipient countries to obtain control of the blocked as­

sets in the United States of their resident citizens~ Accordingly, 

it was agreed that the program described below, which has been de .... 

veloped by the Justice and Treasury Departments, should be put into 

operation promptly. In the opinion of the Council this program is 

the most effective way to accomplish the above objective and to pre­
vent the excape of enemy assets. 

The program provides that public notice will shortly be given 

that at the end of three months assets remaining blocked, including 

assets not certified by the appropriate foreign government as free of 

enemy taint, will be transferred to the jurisdiction of the Office of 
Alien Property in the Department of Juatice. To permit this Govern­

ment and the foreign governments concerned to concentrate on the 

areas where important results are likely to be obtained, accounts 

containing small amounts of property, say up to $5,000, will be un­

blocked in the near future without requiring certification or other 

formali ties except where a known German, Japanese, Hungarian, Rumanian 

or Bulgarian interest exists. The Office of Alien Property will take 

a new cehsus of the assets which remain blocked as of the deadline 

date. In order effectively to help the r~cipient countries obtain 

control of the blocked assets of their resident citizens, the Office 
of Alien Property will than promotly carry out the following policies~ 

(a) 	To deal wi ·th the directly-held assets by making available to 

governments of recipient countries the information from the 

new census of blocked assets of their citizens, including 

juridical persons, residing in their territori~s which re­

main uncertified as of the public deadline da~e referred to 

above. Each country receivi~g such information will be re­
quired to investigate the beneficial ownership of property 

held in the names of its citizens foi the purpose of di~­

covering any enemy interest. Pending a reasonable period 

for such investigations, such property will not be vested 
but will remain blocked under the jurisdiction of the Office 

of Alien Property. If these investigations show that the 

assets are owned by residents of the country receiving the 

information the assets will be released. 

(b) 	 To deal with indirectly-held assets by a vesting program 

with respect to accounts which remain uncertified after the 

deadline date. Processing of uncertified assets in Swiss 

and Liechtenstein accounts for vesting under applicable law 

as enemy property will be started immediately after the re­

ceipt of the census information by the Office of Alien 

Property. The vesting program will also be applied to un­

certifi~d assets held indirectly thro~gh recipient countries 

where the program described in (a) above does not result in 

disclosure to the beneficial owner's government (e.g., 

Fre.nch assets held through the Netherlands). In the absence 

of definite evidence of non-enemy ownership, fufl weight 
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will be ven to the presumption of enem ,wnership arising 

from the failure to obtain certification. Evidence of non­

enemy ownership or interest offered either before or after 

vesting will be checked in accordance . with the usual In­

vestigative procedures of the Office of Alien Property. 

These procedures involve disclosure to the governments of 

the countries of 'which persons claiming legal or beneficial 

interests are residents. Of course, any vested assets which 

are proved to be non-enemy may be ieturned under existing 

law applicable to the return of vested property. 

The Attorney General has informed the Council that there is adequate 

authority under the Trading with the enemy Act, as amended, to carry 

out all aspects of the above program. 

The vesting aspect of this program appears under the circum­

stances to be the most effective means of rendering help to countries 

with regard to indirectly-held assets. There is no satisfactory al­

ternative to a procedure which will compel foreign nationals either 

to disclose their concealed dollar assets to their respective govern­

ments or to forfeit · them to the United States. To date the certifi­

cation procedure, which applies to Swiss and Liechtenstein accounts, 

as well as to accounts of recipient country nationals, has not been 

' utilized by many citizens of recipient countries to obtain the un- . 

blocking of accounts in the United States. This is so with regard to 

assets held through Switzerland for resident citizens of recipient 

countries because the owners of these ~ssets know that Switzerland 

cannot, under the existing procedure, certify their assets without 

securing a cross-certification from the government of the country 

where they reside thus disclosing their identity to their government. 

Actually, however, there is no effective way to ascertain whether 

property held in Swiss accounts is Swiss-owned, enemy-owned, or owned 

by resident citizens of recipient countries, except to rely on the 

Swiss and other interested governments. 

It must be recognized that resident citizens of recipient coun~ 

tries who hold their assets thr'ough third countries and who have not 

revealed such assets to their own government may choose not to de­

clare their assets to their own governments for certification, not­

withstanding the announced program to vest these assets and even not­

withstanding any amnesty which countries may offer. These persons 
would, in effect, choose to forfeit their i .ndirectly-held assets to 

the United States rather than to disclose them to their governments. 

If this proves to be the case, consideration could be given at a 

later date to the allocation by appropriate Congressional action of 

the vested assets among the recipient countries. 

In conclusion. I want to call your attention to the fact that 

this program also provides for the orderly termination of Treasury's 

blocking operations. This follows from the fact that, in addition to 

specifying the treatment to be accorded th~ uncertified assets in re­

cipient country accounts and Swiss and Liechtenstein accounts, the 

program calls for the transfer to the jurisdiction of the Office of 

Alien Property of all other assets remaining blocked as of the public 

deadline date. Thus : German 'and Japanese a~sets will be transferred 

and vested. Hungarian, Rumanian and Bulgarian assets will be trans­

ferred and.will remain blocked until a settlement of war claims with 

- 6 ­
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these cOl':ltries L ,lade. Finnish, Polish, and Czec lovakian blocked 

assets, which do not exceed $5 million, will be transferred and re­

main blocked for the time being. Yugoslavian, Estonian, Latvian, and 

Lithuanian blocked assets will also be transferred to the Office of 

Alien Property and remain blocked until various current problems have 

been resolved. Spanish and Portuguese assets are still blocked pend­

ing the completion of the current negotiations with Spain and Portugal 

coverini looted gold and German assets. If these negotiations are 
successfully completed before the ~ublic deadline date, arrangements 

can promptly be made for the unblocking of these assets; on the other 

hand, if the negotiations are not completed by that date, these as­
sets would likewise be covered in the transfer to the Office of Alien 

Property and would remain blocked pending the conclusion of the 
negotiations, 

It is the intention of the Treasury and Justice Departments to 

proceed promptly to carry out the above program. 

Sincerely yours, 

lsI JOHN W. SNYDER 
Chairman 

National Advisory Council on 
International Monetary and Financial Problems 

Honorable Arthur H. Vandenberg 

Chairman, Senate Foreign Relations Committee 

United States Senate 

Washington, D. C. 

Februar y 2, 1948 
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Izute~ ,!- Paa- 14 
1aDU1'7' 16. 1948 

m. 	~c1W1!o!!! 
'!he toll..o'Clq r~~M3.'t&h111 i8 aut.1tted !or the coDBiderat.1on ot ,_ 

Rational' Adv.l.oqQnmcUI 

1. 	 The l'aUona1 Advieory eouncu agrees that tbe' ~. 'duri.Dg ita 

OOllIddal'8:tdJm 01 1ha EaJoope:aD lteoove17 Progrq, al1ould . l1e ~Y1aeil 

ot the probable extent of the dol.l..u as.eta in the l1aitecd Staw.of 

utioDal. of countries like17 tD rece1w t1nancUl 11811.tance UDCSer 

the EuropeUl llecov.ry Program, dHUngui.shin& u be.... bl~ 

and iNe _.t.. It sboWA be indicated it:~t the blooked ....t. 

held d1reot.q in the DUCt. of, and lDd:1reotl)r through tbira 

tN. 	~ gcmIJ'DIIeIlY of web eountr.t.., .Lccordi.J:aal.T, action to 

_1~tor8ign (tOn.1"JJllft.taln locattug pri1'&tt aneta is justi!Uti 

cml'7 	ia CUDeotioD w1:th tbon· which are bloeked. 

2. 	 1'helatiol'lal Adrlsol")" Council ~ that th1Ji ao..nmu.t .hOulct 

help 'Europe_ countri.e.. reoeiviag fiAanc1&l. uailta.l.lceUDder the 

European R4tCOver,y Prog~ in lCC,atiXlt';, eontroUinlfor othem:H 

HCiur1.ng the benetit o! tbe blocked asseta in the UDl t.ecl Statea"of 

tbitr ~t 01tl.... It therefore concur. in tm. progra. set 
o 

outta ~below. !he vesting program d.&Cri~ i.R 3(b) appear. 

1U¥ier pruent c1rCuaatanC4'B to De the IIOst effective lI\8aU of' 

rellder1ng help to then. countries 1d.th reg&l'Cl to the ind1nc~ 

bald. .....ta .o.L tbrir nat1cn:al.ll. 
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,. !he lat1o.nal. AdYitlO1".1 Council. agrees that tbeCoDgl'Qll ahou14 be 

f.nfQnlSd or u , btent.;1Uile~ 00%1&'1".11. objec_. ,. pat-1Jlto 

G..ra~ t.befQ1lowlrlg Pl'9sr- 'widch'haa __ "~' to by the· 

,Depar__ta ot Justice andTre.a.aury-. ,fbru wiltlaa publ1Cl uttcse ' 

wUl ab.orilt be gi.ven ..rter 1Ih1ch aSAw tb8li r.u.tn1l\i bloeked, 

incl.ucliJIcasaeta not cert1t18d bJ th$ appropriate' foreip pftrDUl1;t 

&iii t .... ot ~ taht,ltOUlcl be ti-anat.,rred tD tb4 j¢sd1ctiOD of 

thB CfIice. o.! l.ueu Propertyto ' For admnist:rattw '~IW••apcOlmta • 

;cou~ properV val.u.ed at. ;S,OOO or 1••• will be unblocked 1a ' 

tlle . ,ar htlare 1fl'thout requ12'ini eSI'ti.:i:ie.atiOll or ot.her f'o1'Ul.1t1 .. 

• x~pt. 1Vhare a la.lova ilerman, J..... ~, Rumaxd u or 

iW..&ariaa 1nta:I'••t az1.ata. 'lhe ulfioe tJ! Ali_ h'operVWUl take' 

a. aP ~ of the 'aa~.t. 1I'h1ch re.ain blodta<l .. • t the 'deND1u6 

date. laordazo e1'feottve17 1;0 balp Etu:opoean countrtQ HCef.~ 

f':bwt.Refa1 au:iri&nce \Uld.eJ" the iuro»ea --'Vft7 Propoa Ua loGat4D.c. 

cantroll:b" or' otberri... . a8CR1J'iDgtbe beMA' of .. blockeci ass•• 

ill tt. UDited Sta.tea of thei.rnta1"~ c;iU.... tbe uffiee 01 A.lJal 

, ~Pet\7 1dll the prupt.l.y c&ft'Y out tb6 foUow1nC:, ,ou.cl..1 

<a} '!o dnJ. 1I1th tb8 41r.otq-held aaaew ,'b:I Bilking aT&1l.able to 

weh' ~Dta the iatormatie from t.herunr '".IUIU. 'ot bloCked 

as ' 'ta ot tbCr cit1una re.e1d1ng 1D their terri t4riell1!lhlcb ;raa:bt 

uncertifi.ed .a ,pf the publlo deedl1na da.te re!el'r~ te ·above. .iaoh 

countr,r r.eMi YiAlneh1Dformt1e .ill be requi"o ·to :i.Jl'\rea1dpte 

\be .beaetioial ownerahip or pl"Opttr~y held .1il . the DPIiD of' 1te 

eitiHu for tM purpose of c1iscover;i.ng ~ eneJq' interest,. 
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that ~~~ wUl )lOt ....e ' thU iOv.....t. Paneling 

such ilmtritgaticu, snob -propltrty will not ~ 'YUted but YiU 
I . 

remain blocked 'UlIder the j1.trl8diottcm of the O!fi·ce c.t AU.WL Propltl!... 

If these im'est1,g~t1one shew that the Ilseete &r. owaed by'resideata 

ar tbe COlmtq l'!ectd~ the infonlf1tion, the aa.ta wUl .. re1....... 

.(b) '1b dew wltb :1nd.1rectly-.Uld &sseta tv V8St1:1g &a;r ,uaets til 

blocked aCCO\1Dt8 of countries receiving aid umiw the EUl'Opem 

lie00V817 Pro~ $lld in ffidS8 and L1echwnote1xt account., whiCh 

rewWt Wlcert1.t1ed a_I o!·thedeadl1ne date raterred! to &bCrfe .. 

which aft not diaGloaed: to the count17 of which the __.fleW ... 

1.8 a re~llt t.b.rougb the flttn1all:1.n& of 1nfor-;a.td.OIlu jU'Odd.ecl in ­

(a) a.bove to count_des rec~b:ilJ& f1n.anc1al. ualataDce lUldW tM 

Europeatl a.oo~e17 Pro.gra. Ve5t1Dcof loUlC.rJ;,UiH aeet. 1a BId•• 

,.m. Uechtel,.8tAttn accounts will be .tarted 1mri:tateq altaI' the 

rece1Rt of tb.e , cer.:sua lnfomatt= b;r the U!.!.'!.ce at A."l1en 'roper. 

en. it ia lAOt ht.ezuted to i'umiah auch informat1011 to the 8wt&a 

Gov«~t.. On the (ll.har haDd, the ves~ or \UlC.6rtified ~••~ 

in &OcountlS of ooun:t..ri.. Gbta:S niDi fllanc1&l ...1.~ UDCler tlae 

Eu:.pean Iteeov_1¥ l)l'Ogru 1I1ll DOt be COIIiRDGeG be£oa t,h1. tlO'r-Qll­

mat l'8ce,1vee. tbo ~uul18 oi !nveaUgatio. COrl<iua ted .... 

-oountriea on the Q&818 cf int'crmatioll h.:nrl.ab.a w tbam. If t.lleM 

1uVeEtigatiOll8 show UJat the &as-wan hdri ~ the a.ccount o~ 

residqts of anot,hQr oo'gutry rece1viQg !1Ra.uc1a1 u.utaRce under 

'tite arope-.Ul ~,---ory ~l'Ogr-.t. such ....'.. w:IJ.l :be W8t.ci UDl.eQ 
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It. 1& po-.1bl.a to W01'll such countJ'y 01 tb.e a:s....... or tha 

...._ and it t. found th.t b: aNetIJ are l~ ot.uq ~t. 

In .e~' _til ui-at.i.nS law,,'Q1. trl.,vndl.y l)~ ,nautrQ]. pmpertv 

., ftStM 1JO~ be l"C tuxud to the beDd:td.a1 OlIn.. 1lpDIl pnot 

of the ab8ence ot· any eJl8II1 taln.t, but obly attar coll8it1.~ ta. 

gcrqraan't dt tJm· tore!", countti of 'Wbich he QII • resideii, tku 

aasuriJlg the dtselell1U"e of' such prope1'lty to that. &QV8%D1JIU.'t. ' 
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,r 
MEMORAliDUM T9: National Advisory Council 

/ 

From: National Advisory Council Staff Committee 

Subject': 	 U.S. Assistance 'in Tracing the Private Dollar .Assets 
in the U.S. of Nationals of Countries Receiving Aid 
Under the European Recovery Program 

I. The Problem 

Host of the countries which are likely to receive financial aid 
under the European Recovery Program (hereafter called Ttreeipient 
countries") require their nationals to declare their holdings of foreign 
exchange assets; some of the countries require that at least the liquid 
hol?ings be turned over to the governments in exchange for local currency. 
1.11 of these countries ' also have. exchange controls which require that 
permission be obtained from the government covering any expenditure of 
foreign exchange assets. Nevertheless a substantial number of nationals 
of certairt countries follow the practice of keeping their foreign hold­
ings secret from their own governments. Ordinarily this practioe is of 
little concern to the United States but the fact that American taxpayers 
are being called on to make substantial contributions to EUropean 
recovery has aroused considerable congressional and public interest in 
the subject of European-owned assets which may be hidden in the United 
States wit~ numerous demands for action to aid these foreign governments 
in locating tho assets. 

The problem is to determine to what extent the United States can 
and should assist the governments of the recipient countries to locate 
and control the dollar assets of their nationals concealed in this 
country. The question, in general terms, is whether this government 
should undertake to force the private assets into the control of the 
recipient governments so that they may be included iri the official 
reserves-or be effectively managed to improve balance of payments 
positions. Moreover, some of the countries concerned,notably France, 
have decided to mobilize and expend, as far as possible, tho private 
holdings in the · United States of their nationals and have been ' p~essing 
for assistance from this government in locating these assets. 

II. Discussion 

1. 	 Amount of Assets Involved 

•
For the most part, there are no ,completely accurate and do-

tailed figures of the current holdings of dollar assets in the United 
States of private foreign nationals residing in the recipient countries. 
Reasonably accurate estimates, by major types of property, are" hovwvcr, 
available for each of these countries and are shown below, 
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Table 1 

Estimated United States Assets, Blocked and Free, Held by 
Persons in the Recipient Countries Other than Governments 

and Central Banks, as of June 30, 1947 

(in millions of dollars) 
\ 

Long-term Assets 2LShort 

Country JJ 
term 

Assets Securities 
Direct 

Investments Other- ­ Total 

Austria 3 1 2 6 
, Belgiwn 132 55 85 45 317 
Denmark 35 10 8 16 69 
Eire 15 14. 8 18 37 
France 182 225 90 150 II 647 
Greeco 
Italy 2.1 , 

17 
108 

5 
14 

5 
2 

22 
47 

49 
171 

Luxembourg 22 5 6 3 35 
Netherland'S 149 580 360 55 1,144 ' 
Norway 62 20 5 25 112 
Sweden 109 50 35 30 224 
United Kingdom 280 600 980 445 !±/2,305 

Total 5,116 

11 	 Turkey, Switzerland and Portugal are not included since it is not 
expected that they will receive financial assist~nce under the 
ERP. Iceland is not included because its assets are insignificant. 

~ Estimates of long-term assets are based on TFR-300 data as of 
June 14, 1941, adjusted for transactio'ns and price changes and 
other known factors. Calculations were made by the Department of 
Commerce and Treasury Department.

11 	 Includes assets since vested by the French Government.
Y 	 Includes about :iP900 million of ass'ets pledged by the British Gov­

ernment as collateral to the RFC loan of which about $193 million 
remained unpaid as of September 1, 1947.

21 	 Does not include assets of the Vatican. 

In assessing the significance of the above figure5 in rGl~tion 
to financial assistance to Europe certain factors must be emphasized. 
First, the amounts shown under headings !!Direct Investments!! and 
1I0ther!! in the above table are not readily ,subject to liquidation 
although some of them are valuable sources of current income. Second, 
the table includes 'assets of residents of these ' countries who are not 
citizens of such countries and whoae assets are in general flot subjoct 
to mobilization. No~French persons residing in France, according to 
the TFR~300 census, held approximately 41% of the assets reported in ' 
1941 .,... exclusive of IIDirect Investments" and "Other" assets - as held 
for the aocount of private persons in France. The analogous percent­
age was even higher in the case of Italy but was lower in the case of 
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other countries. Finally, although no accurate figures are avail­
able of the extent to which these assets are known to the governments 
of the recipient countries, it is known from Foreign Funds Control 
operations that a substantial part of the assets have been declared 
to these governments. To the eXtent that the assets have been declared 
they are of course available to these governments either for meeting 
balance of payment problems or as supplements to official dollar 
reserves. 

It should also be noted that nationals of the recipient 
countries hold assets in the United States in substantial amounts' 
through third countries, notably Switzerland. The amount and real 
ownership of most of these assets is unknown to anyone in this country. 

2. Assets Blocked in the United States 

AS a wartime measure, all of the private and public holdings 
in the United States of the recipient countries, except the United 
Kingdom and Eire, were blocked under Foreign Funds Control in the 
Treasury Department. Assets which have newly accrued to these coun­
tries or their nationals since December 7, 1945, are not blocked, ' 
Since the end of the war the Treasury has established a procedure for 
unblocking the private assets of each of these countries~ Under this 
procedure, the foreign national residing in any of these countries 
must apply to the government of that country for a certification that 
ther~ is no enemy interest in the assets. Although the primary pur­
pose of this procedure is to find any concealed enemy assets, an 
obvious incidental' result of the procedure is that the assets must 
be revealed to the foreign government concerned or else must remain 
blocked in this country. 

In addition the private and public assets held ]Jere by most 
of the other European countries at the outbreak of the war were also 
blocked. This includes (a) Switzerland and Liechtenstein, (b) Spain 
and Portugal, (c) Finland, Poland, and Czechoslovakia, (d) Yugoslavia, 
Estoni~, Latvia, and Lithuania, (e) Hungary, Rumania, and Bulgaria, 
and (f) Germany. Swiss and Liechtenstein assets are presently being 
unblocked through the certification procedure described in the preced­
ing paragraph. No procedure has yet 'been 'established for the unblock­
ing of Spanish and Portuguese assets since it has not been possible to 
conclude satisfactory arrangements between Spain or Portugal and the 

,1,11ies conc-erning the disposition of. German assets located in those 
countries or the restitution of looted gold acquired by them from / 
Germeny. Finnish, Polish, and Czechoslovakian assets are at present 
covered by the certification procedure and most of these assets have 
already been certified by the respective governments. Yugoslo~an, 
Estonian, Latvian, and Lithuanian assets remain blocked at the request 
of the State Department and no procedure at present exists for their 
unblocking. Hungarian, Rwnanian1 and Bulgarian assets also remain 
blocked since, under the respective peace treaties, this country has 
first claim against these assets; as of the present date it has not 
been possible to arrive at a settlement of war claims with these 
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countries. The rema~n1ng blocked German assets in general are 
being vested by the Office of JJ.ien Property, Department of Justice , 
as rapidly as investigations can be completed. Japanese blocked 
assets are, of course, being treated in the same ~nner as blocked 
German assets. 

The amount of blocked assets at the present time is un­
certain. While tho census of fo~eign owned 2ssets in 1941 provides 
a basis for estimating the amount that was blocked at that time, it 
has not been feasible to maint~in records of changes since that t~ne. 
When assets are released under the existing certification procedure, 
the certification is made directly by the foreign government to the 
private hffierican custodian of the assets without a report to the 
Treasury. However, according to' the best estimates, the current 
status of the blocked private assets of each recipient country is 
as set out below. 

/Table 2 

Current status of Blocked hssots of Private Residents of 
Recipient Countries who are Citizens of such Countries 11 

(in millions of dollars) 

II 
Amounts III 

I Certified Difference 
Amounts blocked as Eer 1241 census ~recent date2 I less II ,

Country Short Direct 
of. Term Securi- Investments 

Residence Assets ties 2/ and Other ~ 
Austria .5 .8 1.6 2.9 ,6 2.. 3 
Belgium 104.9 27.6 128.3 260.8 174.6 ]/ 86.2 
Denmark 9.1 5.2 !:J 14.8 29.9 Y 2J Y 
France 156.6 87.4 217.8 461.8 203.0 11 258.8 
Greece 11.5 1.6 13~5 26.5 9.8 16~7 
Italy 21 8.4 5.5 28.7 ']} 42.6 ']} none 42.6 
Luxembourg 21.1 2.9 6.6 30.6 12.3 ]/ 18.3 
Netherlands 142,1 451.8 Y 355.8 949.6 Y 684.5 265.1 
Norway 38.2 9.6 18,4 6603 . 25.0 41.3 
Sweden 25.4 33.0 58.7 117.1 138.9 Y 
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Holdings of privateresideqts were figured by subtracting govern­

ment and central bank holdings. 

Exclusive of foreign securities held in the United States on 

June 14, 1941, valued at ~lOl.2 million. These were partly bonds 
.expressed in dollars and pClrtly securities expressed in foreign 
currencies. 
Figure does not include any securities since the certifying 
authorities have not kept account of the value of securities 
certified. 
United States dollar bearer securities held in Denmark estimated 
as amounting to ~1.5 million and in the Netherlands estimated 
as a@ounting to $147 million have been added to the census data 
for these two countries, 
Vatican holdings deducted. . 
The Danish Government has not yet submitted a report appropriate 
for the present purpose but it is known that a very substantial 
portion of the Danish assets have been certified. 
hpproximately $15 million of Italian assets have been vested 'by 
the Office of hlien Property and this amount has therefore been 
deducted from the census data. 
Excess.qf certified amounts rnay result from higher market value 
of securities at time of certifying. 

It must be emphasized that the figures in Column III above 
do not, vJithout numerous adjustments, represent the amount of direct 
holdings of recipient countries 'which would be available for meet.ing 
their balance of payments problems. For one thing, the valuations in 
Columns I and II are for different dates and are thus not directly 
comparible. It should also be recognized that the amounts shown 
under the heading "Direct Investments and Other" are not in general 
readily subject to liquidation although some of them are valuable 
sources of current income. The amounts have to be further adjusted 
downward to allow for departures of owners of some of the assets 
from the jurisdiction vvhere they resided in 1941 and for withdraw[lls 
for meny purposes permitted under foreign funds . licenses. In those 
cases where the countries, in reporting the amounts certified, did 
not include securities (see footnote 3), the figure in .Column III 
must be further reduced since it is known that some securities have 
been certified even though account has no~ been kept of value of those 
certified. On the other hand, the figures in Column III must be ad­
justed upward to allow for (a) increases in market value of securities 
and aocretions of income, (b) amounts included in Column II covering 
assets of non-citizen residents since these assets, although subject 
to certification, are not uaually mobilized, and (c) amounts included 
in Column II covering assets listed under the heading tlDirect Invest­
ments and Other tl since these assets are not readily subject to 
liquidation. 

In vimv of thq above factors, it is not possible to calculate 
acourately the amount of direct recipient country holdings in tho 
United States which are unknown to the governments of those countries 
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and which are available for ready liquidation. From this and other 
collateral information, it may be deduced that the amount of blocked 
uncertified assets in the United States belonging to private residents , 
of recipient countries who are citizens of such count:ries may amount 
to as much as ~800 million. At the same time, it should be noted that 
the amount of such assets which could be readily mobilized may not ex­
ceed ;~300 million or $400 million. In the case of France, for example, 
it is not likely that this ~atter amount would exceed ~100 million to 
~150 million. The French Ministry of Finance has estimated that the 
amount involved is approximately ~150 million. 

In addition, nationals of these countries hold substantial 
but unknown amounts of blocked assets here through intermediaries in 
other countries, notably ~vitzcrland. ~ccording to the TFR-300 census, 
the total amount of cash, deposits, and securities held in the United 
States in private Swiss accounts amounted to ~41,000,OOO. It is 
doubtful that more than 30% or ~132,300,000 represented Fronch assets 
held through Switzerland.* This amount would be somewhat higher today 
due to rises in the prices of securities since 1941. In addition some 
small part of the $441 million, perhaps 10%, represented assets held 
through Switzerland for Italian, Dutch and other recipient country 
accounts. The real ownership of the assets held through Switzerland 
can be established only if the system of unblocking requires the 
participation of the S'"i8s Government since that Government is the 
only one in a position to ascertain which assets are in fact Swiss­
owned and which are merely held through Swiss intermediaries. 

It is anticipated that in the near future any blocked accounts 
in which the total value of the property is ~51000 or less will be un­
blocked through the issuance of a general licepse not requiring certi ­
fication by any foreign government. hccounts in which there is a known 
German, Japanese,Hungarian, Bulgarian, or Rwnanian interest will be 
excluded from this general license and will remain blocked, The pur­
pose of the license is to reduce the administrativo problems in connec­
tion with maintaining the blocking controls over small accounts. The 
effect of the general license, so far as assets of recipient countries 
is concerned, will be to unblock automatically approximately 49% of 
the total nwnber of accounts involved, although the amount of property 
unblocked will be less than ~40million or 1.7% of the amounts reported 
in the 1941 census as held by residents of the recipient countries. 

~*' 	 Various estimates have been made of the size of French assets held 
through ~vitzerland. The 30% figure is based on information ob­
tained through the operations of Foreign Funds Control and is 
borne out by statements of representatives of two of the largest 
Swiss banks that about 25% of their dollar assets represent French 
holdings. 
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3. 	 Free Assets in the United States 

As indicated above, the assets of the United Kingdom and 
Eire were never blocked. It is believed that British citizens re­
siding in the United Kingdom have, for the most part, declared their 
holdings to their government leaving no important problem vdth respect 
to concealed British assets. Private Eire holdings in the United 
States are small and therefore of little importance. 

hssets accruing since December 7, 1945, to residents of the 
countries included in Table 2 have not been blocked by or roported to 
this government except in a limited statistical manner. Accordingly, 
no accurate figures are available. Available data indicated that 
private foreign short-term balances since December 30, 1945, declined 
appreciably for· France and the Netherlands and increased for Italy, 
Norway and Denmark. In' the case of Italy the increase was .;.i90 million, 
but this increase was in the accounts of Italian banks and can there­
fore be assumed to be known to the Italian GovBrnment. The increa~cs 
for Norv;ay and Denmark were 014 and S16 million respectively. I;ata 
regarding transactions in securities indicate Dirt. liquidation of United 
States securities by nationals of the recipient countries of about 
$150 million in the period between the encj, of 1945 and June 30, 1947. 
It is possible that some assets unknown to foreign goverr1i:lents may 
have accumulated here despite the liquidation which it is assumed 
took place primarily with respect to property which had been decle.red 
under applicable foreign law. ' 

4. 	 Ways and Means by Which This Government Might Cooperate with 
the Foreign Governments to Assist Them in Locating and Con­
trolling Private Assets ' in the United States 'of Their N2.tionals 

In section 5(b) of the Trading with the enemy Act the executive 
branch of the United States Government has formal legal authority to take 
any ~f the measures disGussedbelow, Therefore it is not believed 
necessary to discuss legal questions in this memorandum, although 
challenges to the governmentis authority might actually be instituted 
in the courts by persons affected by the measures. 

a. 	 Assets Blocked in the United States, 

As indicated in connection with Table 2 above the maximum 
amount of assets blocked in the United States which have not yet been 
certified and are therefore probably unknown to the government of the 
recipient countries is estimated as not exceeding 0800 million. In 
addition there are unknown amounts held indirectly in the United St~tes, 
notably through Switzerland. ~s noted above, however, it is probable 
that private assets of recipient countries held through Switzerland do 
not exceed $175 million. 
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\lith respect to these assets we could cooperate with the 
foreign governments concerned either by (i) making avnilable to the 
foreign governmenwconcorned information dlready available through 
the TFR-300 census of July 14, 1941, (ii) taking a new cens~s of 
blocked assets with the results being turned over to the foreign 
governments concerned, (iii) furnishing information from nmlJ census 
to recipient countrie s coupled with a vesting of SV'liss and Liechtonstein 
accounts and residual accounts of recipient countries not reached for 
the benefit of such countries through the furnishing of informatio,n, 
(iv) recognizing decrees of foreign governments vesting the dollnr 
assets of their nationals and using directive powers under the Trnding 
with the enemy Act to compel persons in the United States having 
custody of the assets to turn them over to some centrnl foreign goverr~ 
ment account, or (v) offering inducements to owners to gain their 
cooperntion. 

i. 	 Turning Over to Foreign Governments Infor~~tion Now Available Under 
the TFR-300 Census 

The turning over of this information would obviously assist foreign 
governments in gaining control over the direct holdings of their n<:'.tionals. 
In fact numerous requests have been received since the war from_foreign 
governments for this information. Such requests have uniformly been re­
fused. The turning over of such information raised the following 
difficulties: 

First, the census was taken primarily for the purpose of assuring 
that our wartime freezing controls would be effective. In order. to 
assure complete coverage, the persons reporting were g~.ven assurmccs 
that · the material. which they submitted would be treded as confidentinl 
information to be used only for official purposes of this government. 
An important seg~cnt of the reporting public construed this assur~nco 
to mean that the information would not be made available to foreign 
government s • 

. Second, the census reflects the amount of assets as of June 14, 1941. 
This information is now inaccurate because (a) s9me of the owners of those 
assets have, since 1941, removed themselves from the jurisdiction of the 
recipient countries; ~nd (b) the amount and location of the assets hD.s 
been clfected by tho operation of Foreign Funds Control. 

Third, the census informC'.tion will not assist foreign countrios in 
locating or controlling assets of their nationals held here indirectly 
as, for GXample, held through Swiss b2nkS and other &viss institutions. 

ii. 	 Turning over to foreign governments information to bOI obtained frOtl 
a new census of blocked asset's 

The taking 10f a new census of blocked assets with the' announced 
intention of furnishing the inforrJlation to foreign govermnents would, 
of course, eliminate the first two difficulties outlined in the preced­
ing section. However, the new census Vlould not deal with a.ssets held 
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hero indirectly and therefore fails to meet a substc:.ntial part of the 
problem. Moreover, c. neVi census might raise difficulties as to com­
pliance with the reporting requirement, although these difficulties 
v;ould 	not bo serious since most fincncial institutions would undoubtedly 
make the required reports and 2. check 0f other persons could be f:12.de 
through the TFR-300 reports. 

iii. 	 Furnishing infOTIlation from new census to recipient countries 
coupled with a vesting of Swiss and Liechtenstein accounts <:'..nd 
tho residual 9-cc_ounts of recipient countries not re['.ched for 
benefit of such countries through information program. 

l..fter a three months public notice, assets then reme.ining blocl:od, 
including assets not certified by the appropriate foreign governnent as free 
of enetw te.int, would be transferred to the jurisdiction of the Office 
of i..1ien Property. That Office would take e. ne'l~ CGnsus of the assets 
which remain blocked ['.s of the public dendline date and would institute 
the follovdng two":'fold progrrun - inforr.lation and vesting - to assist the 
recipient countries effectivoly in locding, controlling or otherwise ' 
securing the benefit of blocked <:'..ssets in the United States of their 
resident citizens: 

(8.) To deal with directly-held 2.ssets, by m<:'..king 2.vailc.ble to such 
governments the informc.tion from the new census on blocked <:'..ssets of 
their citizens,including juridical persons, residing in their terri ­
tories 'which remain uncertified as of the public deadline de.te. Each 
country rE;ceiving such information would be required to investigate 
the beneficial ownership of property held in the names of its citizens 
for the purpose of discovering ~- enemy interest so that enemy pro­
perty would not esc<:,.po this government. Pending a reasonable period 
for such investigc.tions, such property would remain blocked under 
the jurisdiction of the Office of jJ.ien Property. If the investige.­
tions showed that the assets belonged to residents of the recipient 
countries, the assets would be released o 

(b) To deal with in~irectly held assets 'oy a y0sting program with 
respect to cccounts which remain uncertified after the deadline date. 
Processing of uncertified assets in Swiss and Liechtenstein <:'.ccounts 
for vesting under applicable law as enemy property will be stC'.rtGd 
irnrl1ediately after the rl)ceipt of the census inforf:1~tion by the Office 
of 1.1ien Property• . The vesting program will also be applied to un­
certified assets held indirectly through recipient c0untrics 1';hure 
the program described in (a) above does not result in disclosure to 
the beneficial owner1s ,gOVernmEmt. In the absence of definite 
evidence of non-enef:1Y ownership, full weight will be given to the pre­
S1;Uilption of enemy ownership arising from the failure to obtain certifica­
tlon. Evidence of non-enemy ownership or interest offered, eithe-r before 
or after v dsting v~ould be checl\:ed in accordance with the usu:'.l in­
vestigative procedures of the Office of l~lien Property. These 
procedures involve disclosure to the governments of the countrios 
of which persons claiming legal or beneficial interests are residents. 
Of course, any vested assets which are proved to be non-enCliW f.l2.y- be 
returned under existing law applicable to the return of vested property. 
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Froffl the standpoint of loco.tirig concealed foreign assets, the 
princip2.1 advantage of this proposal over the other two is the f:-.ct 
that it does deal vJith the problel:l of indirectly-held 2.ssets. This 
is tru~ becC'..uso S,Jiss accounts .::'..rc c.lso blocked <'.nd. 2re released or.J.y 
through the certification procedure. The Swiss Gov6rni!lent is not per­
mitted to certify assets held through Switzerland except on the basis 
of a cross-certification from the government of the country where the 
benoficicl owner resides. There is no satisfactory altern.?tive but 
to rely on the Swiss and other interested goverrncnts in ascertaining 
whether property held in Swiss 2.ccounts is Swiss-owned, ener:w-owned, 
or onned by n<'.tiom.ls of recioicnt countries. 

I ­

i. further advantage; of the proposal is that it 1:Vould provide for 
an orderly termination of Foreign Funds Control without se..crificing 
its most important curr(.nt objcctivG. It would avoid the escape frOJ;l 
this government of enemy asso.;t:.s ccncG1:1od in blocked c.ccounts sto.nding 
in the nc.mes of persons in friendly or neutral countries. Moreover the 
pliln involves the transfer to the jurisdiction of the Office of" 1.1ien 
Property of all assets reEl2.~nirig blocked after the public deadline ddc. · 
Thus GerEl2.n, Japanese, Hungari2.n, Rwnanian, end Bulgarian assets would 
be covered; Finnish, Polish, and Czechoslovaki::tn assots V.Jhich will not 
exceed 05 million, would bo transferred and remo.ined blocked untll 
interno.tional developments permit their ultimo.te disposition. As 
for the Yugoslaviim, Estonian, Latvian, o.nd Lithuanian blocked nssets, .if 
international probl~ns make it impossible to unblock these assets before 
the public deadline date, the Office of Alien Property would also l-.:eep 
these [l.ssets blocked until a solution is found for their ultir.mte disposi­
tiQn~ Spo.nish and Portuguese 2.ssets n.re still blocked pending the com­
pletion of the current negotia tions with Spain and Portugill covering 
looted gold and GerDan assets. If these negotintions are successfully 
completed before the public deadline date arrangemonts can promptly be 
made for the unblocking of these assets; on the other hand if the 
negotiations are not completed by that date these 2sSets would likewiso 
be covered in the transfer of the assets to the jurisdiction of the 
Office of l.lien Property and would remain blocked pending the conclusion 
of the negotic:>..tions. .. 

A difficulty with this progrD.m. from the standpoint of promptly 
loc;:-~ting indirectly-held foreign assets is the fact that the foreign 
n2.tionals Viho have not revee.led their assets t o thoir own govern.'1lent 
may, notwithstanding the announced progrc::.m to V(3st these assets, choose 
not to declare their Qssets f or cortification. This difficulty might 
be met in part if appropriate foreign governments were to grant some 
moderntion of penalties for failure to hnve previously declared the 
assets. l.ccordingly, if this .alternative is adopted, our government 
would use its good offices in an'effort to bring about the granting of 
such moderation. However, the 2.pproach to the foreign gcvernments YJould 
be informal 2.nd on the basis of pointing out the beneficial effect in 
spcedj,ng up the certification procedure and thereby r oducing the amount 
of c:.ssets to be vGsted by the Office of Alien P:roperty ~ It nas been 
arguod that many foreign nationals will nonetheless choose to forfeit 
their indirectly held assets. If this proves to be the case, considera-
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tion could be given at a later date to the allocation of the vested 
assets Qmong the recipient countries. Of course if a more effective 
progr~m is hereafter proposed for dealing with the indirectly-held 
assets, it could be adopted as a supplement to or in lieu of the vest­
ing program described in (iii) (b) above. 

1. further difficulty arises in connection with citizens of re­
cipient countries who permanently migrate from the continent of Europe. 
In such cases, the individue.l involved would be able to obt~.in the re­
lease or return of his Ecssets before or after vesting and the government 
of the country where he formerly resided would not obtnin control over 
the assets. It can be expected that some foreign nC'.tionals will so' 
migrate and that others will allege that they have done so, but mc?y, 
in fact, return to their former place of residence once the assets 
have been released or returned 0 This difficulty could be avoided if 
the foreign country concerned issued a decree vesting title to the 
dollar assets in the United States of its resident citizens regardless 
of compliance by the owner, and if the State Department recognized 
the extra-territorial effect of such a decree. In that event, the 
foreign government would be able to establish in our courts its title 
to the assets regardless of whether its resident citizens subsequently 
migrated and we could refuse, as a matter of policy, to release or re­
turn the affected property to the former owner. Recognition of the 
deorees-to the extent indicated above raises an important policy d0­
cision for this government ;'~hich has not yet been made. It is believed, 
in fe.ct, that none of the recipient countries he.s to date issued such 
a decree. 

iv. United States Irnplementdion of Foreign Vesting Decrees 

In those cases where foreign governments decide to issue decrees 
vesting in themselves title to the dollar assets in the United Stdes 
of their nationals, the United States rrUght give effect to such de­
crees by recognizing their extraterritorial application and by using 
the directive pmvers under the Tradj.ng 1/~ith the Enemy hct to require 
the United States holders of the assets to turn them over to a central 
foreign government account. Since the identification of concealed 
enemy assets held in private foreign accounts would not be pqssiblc 
under this plan c? settlement vlould be negotiated 'Nith the foreign 
government under i"lhich that government would e.gree to pay over some 
mutually satisfactory percent?ge of the assets which were centralized. 
Under this plan the foreign national could remain anonymous from his 
own government and still receive compensation, in the form of a bcarer 
bond, probably in foreign currency, through arrangGm~nts made by the 
foreign government with I~erican custodians. The foreign govcrnnent 
could 2lso arrange for compensation to be temporarily deferred until 
the currency of the country is stabilized. It may turn out that 
persons in the United States holding the assets will not be willing 
to comply with the directive without first testing its validity in 
the courts. Even if this proves to be the case it might be possible 
for an immediate loc.n to be arranged, perhaps by the Export-Import 
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Bank, on the security of the assets to be centralized so that dollnr 
assistancB might be provided under this plen at an early date. 

This proposal has certain advantages. It might remove some 
of the objections of our financial community to the rendering of 
assistance to foreign countries in locating private assets, since 
the foreign nationals could remain anonymous from their government 
and since the compensation arrangements might be deferred with the 
prospect that compensation might be at a more favorable rate. 
Finally, for the same reasons, the Swiss banks might regard such 
a plan as more favorable to the interests of their foreign customers 
than other proposals. If so, the Swiss banks might possibly cooperate 
to the extent of identifying by nationality those parts of their 
accounts in the United States which represent assets of nationals 
of countries participating in this plan. 

The directive plan has serious disadvantages. It is too limited 
in applicability to deal with the over-all problem of blocked private 
assets in the United States. For example,some of the recipient 
countries will not desire to vest title to the dollar assets of their 
nationo.ls since they will prefer to permit their .nationals to retoi.n 
their doll,2r investments in order that the income earned can be used 
to meet balance of payments deficits. Even in the case of recipient 
countries that ~o vest title to private assets, the directive plan 
will not be readily applicable to all directly held assets since 
some of these assets are not readily subject to centralization, as 
for eXQffiple, interests in trusts created here, and since such countries 
probably would not care to liquidate the direct investments of their 
nationals in controlled enterprises in the United States. Moreover the 
directive plan by itself will not meet the problem of 2.ssets held through 
Switzerland since it is clear that the Swiss banks would cooperate vlith 
the directive plan only if the vesting proposal had been announced, in 
which case they might prefer the directive plan as being more favorable 
to their customers in the recipient countries. Finally, Switzerland, 
o.lthough not a recipient -country, has blocked private assets in the 
United States which have not been certified and which could not be 
dealt with under the directive plan since Sv~itzerland certainly would · 
have no reason to vest title to the private dollar assets of its 
nation.:Qs. 

In view of the inadequacies of the directive plan it is clear 
that it would be necessary to supplement the directive plan by using 
the vesting proposal outlined in (iii) above. Moreover it would not 
be possible to set as early a date for the transfer of the c?sscts to 
the Office of Alien Property as has been anticipated since it would 
be necess t.ry to allow adequate time for Vlorking out and implementing 
the details of the directive plan.. Probo.bly the earliest that the 
transfer could be made would be the end of 1948D 
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~~~y this government of its directive powers W91:1:1a ;;i.wrolsre 
~ OIl s ?Elntinis'\;rt.1.bive difficalLic5 fUl LiL:;i:s guo 61 lll,tefit al"Jd might 
well cause troublesome litigation. ' In addition to the proqlem of 
f-ollowing up the directive orders to insure complinnce, the administrator 
"'Jould be fnced with difficult problems in devising procedures for handling 
assets '.':hich are not readily centralizable or which for one reason or 
nnother should not be centralized. In fact, as to such assets, the most 
that could be done under any program would be to provide the foreign 
government with information thereby enabling that government to control. 
the income. It is exceedingly doubtful that persons in the United States 
holding the assets would comply with the directive without first testing 
its vc~lidity through our courts and thus involving this government in 
long and difficult litigation. It may be concluded that, if it is 
decided to recognize foreign vesting decrees expressly, it would be 
more desirable to do so by coupling the recognition with an informdion 
program rather than with the directive plan since the information pro­
gram vlOuld not involve as serious administrative or legal probl(3ffis~ 

Fin~lly the feature of anonymity would raise serious difficulties 
with regard to persons in countries which did not desire to vest title 
to the dollar ~ssets of their nationals. Persons in ,such countrios 
could argue th&t they should 1:'.lso be permitted to remain anonymous 
from their goverl1f.lents, but this \'~ould not be possible under any pro­
gram other than the directive plan and that plan could not be used for 
all countries ~ 

v. Offering inducements to ori ners to gain their cooperation 

Various proposals have been advanced designed to obtain the coopera­
tion of the owners of the blocked ,''\ssets by offering them various induce­
ments. The most complete proposal of this kind to date is one which pro­
vides for unblocking assets in tho United States of residents or recipient 
countries under a procedure for determining the absence of enemy int~rest 
without requiring the disclosure of the O\'Jners to their respective govern­
ments provided that (a) a certain porcentage of each person's assets rJere 
surrendered for remittance to the app~6priate government in lieu of out­
standing penalties for failure to havoc complied with the laws of thct 
country regarding such assets and (b) the remainder of such cssets were 
liquidc.ted and the proceeds invested in United States Government or other 
suitC'.ble securities which vvould be in non-transferable form for a spocified 
period of years. Such a procedure for determining the absence of enemy 
interest YJould involve relying on some agency, such as the Swiss Compensa­
tion Office or the Federal Reserve Bank of New York, outside the country 
of 1iJhich tr.e alleged owner is n resident and that agency Vlould hold 
confidential any information disclosed to it-.. The amount to be surrendered 
to the respective governments in lieu of penalty would be determined by 
agreement 'iJith such governments. If the amount remaining after deduction 
of the surrendered percentage is invested in bonds of the United St~tes, 
such <'mount could be applied for the purposes of the European Recovery 
Progr8J. under appropriation by the Congress. If there are objections to 
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the use of bonds of the United States for this purpose, the unsurrendered 
amount might be invested in long term bonds of the International B<.'.nk for 
Reconstruction and Development. The International Bank has indic~ted, 
however, that it would probably not be willing to make any commitment in 
ndvnnce as to the use of the .funds so i.nvested other them that they Vlould 
be used for the making of loans for the purposes specified in the l.rticles 
of /.greement of the Bank in the same manner as other funds borrm'iCd by 
the B~l1k, due consideration bGing given to the source of the funds in 
determining the types of loans for v.hich they should be used. In order 
to provide for a reasonablS prompt solution of the problem a reasonable 
time limit, such as six months, would be allowed during which the owners 
of the ~ssets' could avaiJ themselves of this plan. It would be mado 
clear that at the end of such pcriod all such blocked Cl.ssets not so 
rele~sed would be vested by the Office of Alien Property. 

This proposal has certain advantages o It might remove some of 
the objections of our financiQl community to the rendering of assistance 
to foreign countrie1s in locating private assets, 'since the foreign 
nationals vwuld remain anonymous from their ovm governments and rJOuld 
be guaranteed a return in dollars aftcr an agreed period with interest 
during that period, except for the aniount · surrendered in lieu of 
penalties. For the same reasons a larger percentage of the foreign 
nationals involved might take advantage of this plan than would be the 
case under the other alternatives discussed above. This factor would 
be pe.rticularly significant in the case of assets held indirectly through 
Switzerland where the foreign ndional has the ability under any plan 
to forfeit the assets to this government in lieu of having them put 
under the control of his ovm government. Tho proposal might also e.ppeal . 
to some of the foreign governments concerned if it represented the o..,"Ctent 
of the cooperation this government v.as prepared to give in meeting tho 
problem, since the P-Illounts surrendered by their natiOl1c'11s in lieu of 
penalty would be available rcasoTh~bly promptly and since the funds 
invested as described above might in fact be used for the benefit of 
the countries concerned even though no expressed commitments to that 
effect were made. 

There are also certain disadvantages to this proposal. In the 
first pl~ce it would not entirely B.chieve the purpo'se of bringing 
assets of their residents into the hands of 'recipient countries in 
support of the Europe',:m Recovery Program. The countries would not 
secure control of the principal s~~s which their laws require to be 
disclosed but would merely receive a relatively small part in lieu 
of pen.c'.lties. For this reason the recipient countries might not 
agree with the program except on a take-it-or-leave-it basis. The 
propos£'.l is less advantageous to the hmerican taxpayer than altern~tive 
(iii) e..bove which provides a program whereby the assets are entirely . 
turned over to the recipient countries or are forfeited to this country. 
If United States Treasury bonds 1[Jere issued, the l.merican taxpayervJould 
ultimately be obliged to provide funds for their redemption~ On the 
other h.:'.nd it appears that the carrying out of the progrcun through 
the issuance of bonds by the International Bank would not be a truly 
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appropri~te function for that institution. The Bank has always been 
conceivbd of as a means for encouraging private participation in for­
eign investment by the addition of safeguards, including in effect 
government guarantees; which are not present in the ordinary capit~ 
market. It may be questioned whether, as a matter of policy; the 
Bank should participate in a semi-coercive enterprise involving delicate 
relationships between member governments and their citizens. Moreover, 
because of the guarantee feature the issuance of bonds by the Bank would 
involve some possible risk to the taxpayers of this country. 

In addition this government would either have to forego any attempt 
to locate enemy ass.ets. concealed in blocked accounts or would have to 
create new and less effective machinery for disclosi~ stich assets. The 
owner of the assets could not remain anonymous from his own government 
unless this government departed from the established principle of .r&­
quiring the investigation of ownership to be made by the government of 
the country of which he is a residont. Substitute machinery for deter­
miffing the absence of enemy interest would be less effective since tho 
administrator of that machinerJ would have no effective means of carry­
ing on investigations in the country where the alleged owner resides 
and accordingly would be unable to penetrate the many and varied cloak­
ing devices which have been established to conceal an enemy taint. It 
might, of course, be possible to negotiate a settlement with each 
foreign country whereby an agreGd percentage of the assets surrend.ered 
in lieu of penalty would be turned over to this governnient as repre­
senting the probable extent of the concealed enenw assets. 

The relationship of the proposed plan to assets which are not 
readily marketable would involve serious discrimination, as well as 
practical difficulties for the administering agency. If the plan 
were applied to .such assets the owners Vlould have to dispose of the 
property at a sacrifice, or would have to declare it to their govern­
ment as an alternative to having it vested. In any of these events 
such owners would be less favorably situated than the l:lolder of 
marketable assets who may anonymously retaih the value of his pro~ 
perty, less only the payment in lieu of penalty. If, on the other 
hand, aSSGts not readily marketable were exempted from th~ plan; 
except as to penalty, the owners of such assets would be ~ore favorably 
treated than owners of marketable assets. Moreover, some agency would 
then haVe the di~ficult probl'e!n of deciding which assets were not, 
readily marketable and therefore exempt. 

Finally the program does not really avoid a departure from the 
traditional treatmeht of private foreign investments in the United 
States since it is apparent that foreign nationals will not sacrifice 
even thB amounts in lieu of penalties unless it is clear that any 
assets not made available within a reasonable period will th~il be vested 
by this government. B.::.sically therefore this plan involves a forced 
investment either in United States Government or in International :B<-nk 
bonds. Yihile the plan offers substantial mitigation to the owner who 
accepts it, the United States must in principle make tho same basic 
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policy decisions as in the case of the more direct programs because 
of the need for underlying coercion. Moreover, as to persons not c.ble 
or willing to accept the plan, these policy decisions ultimately must 
be carried out. 

;.11 of the above proposals contemplate the taking of measures 
by this government which directly or indirectly assist foreign govern­
ments in locating privateassots of their nationals. Such measures 
would conflict basically with the views of financial institutions in 
this country regarding the tre2.tment to be accorded private property 
held here by foreign nationals. Moreover our financial institutions 
would stress the fact trstsaae foreign countries have compulsory 
mobiIization laws and that compensation in local currency is paid at 
unrealistic rates of exchange which have the effect of partial con­
fiscationo They would also emphasize that tho: traditional view has 
been that the United States need not concern itself with violations 
by foreign nationals of the foreign exchange laws of other countries. 

-
In evaluating the specific alternatives in the light of the 

general .objectionsoutlined in the preceding paragraph, it appears 
on the surface that alternative (v) is the lec.st vulnerable.. However, 
under tIns program not only would the least assistance be given to the 
recipient countries in regard to their private blocked assets but its 
successful execution is itself d.ependent on its being coupled with a 
vesting program for the residual amounts. Thus any program designed 
to assist foreign governments effectively in locating, controlling or 
othcrvJise securing the benefits of .private foreign assets cannot en­
tirely r.J.eet the objections raised by financial institutions.. Under 
all the circwnstances, alternc.~tive (iii) is the preferable program 
since it would be most effective in assisting in the mobilization 'of 
foreign private assets and would involve the least administrative 
and legal difficulties. 

b. Free Assets in the United States 

As indicated in Section II 3 above, it is difficti1t to advanco 
any figures concerning the amounts that have accrued since December 
7, 1945, and which are not knorm to the governments of the countries 
concerned. In fact, however, such data as are available indicate 
that no significant amounts of private foreign assets have come into 
the United States during this period which are held openly in the 
names of the owners. 

If, however, it is asswned that some privat.e forei'gn holdings 
during this period have been brought into the United States, the 
follorJing prooedures might be utilized to assist the foreign coun­
tries concerned to locate and control these assets: (i) a new 
comprehensive census, or (ii) use of directive powers to force the 
centrnlization of the assets. r 
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i.· 	Ne-w conprehensive census of all assets ,held· here by nationals 
of the recipient countries who reside in those countries. 

Such a census can be expected to afford assistance to foreign 
governments in locating and controlling the assets of their citizens 
if the results are made avai12.ble to those governments. The problem 
of the flight or concealment of assets after the project for such a 
cens~s became known could be met by taking the census as of a date 
in the recent past. It-is highly unlikely that foreign nationals 
could effectively conceal their assets from their governments if 
inforr~12.tion concerning their recent holdings were available. 

There are serious difficulties with this proposal. In the first 
place it is doubtful that the benefits to be achieved would warrant 
the difficulties involved in the taking of such a census since (a) 
such a census would obviously not meet the problem of assets held 
here indirectly through third countries; (b) there might be evasion 
of the reporting requirements even where the assets are held here 
directly; and (c) such data as are available indicate that no 
significant amounts of private foreign assets which are held openly 
hc.ve come into the United,States since December 7, 1945, the date 
on which the freezing controls over current transactions were 
eliminQ.t ed. 

Such a census would tend to cause the cloaking of foreign-owned 
assets which might come into the United States in the future. Accord­
ingly, a census alone would be effective only for assets now here.. A. 
long-term policy of asslstance could be implemented only through the 
adoption of measures in the nature of exchange control, with a sub­
stantial investigatory staff, and through extensive cooperation of 
foreign governments. ~ 

iie Use of directive powers· to force centralization of assets; 

A directive progrQ.ffi to deal with the problem of presently free 
assets in the United States would not be likely to produce sigrrl,.ficant 
results since it would be subjoct to all of the basiq difficulties 
outlined under 4-a-iv above and to the additional considerations 
discussed under the preceding topic •. 

III. Conclusions 

The following recomr.1endation is submitted for the consideration 
of th~ND.tional Advisory Council: 

1. 	 The National hdvisory Council agrees that the Congres~, during 
its consideration of tho European Recovery Program, should be 
advised of the probable extent of the dollar assets in the 
United States of nationals of countries likely to receive 
financial assistance under the European ReQovery Program, 
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F,bl'\W7 3, 1948 

!leU' Valter r 

I ...Do1081ng tor your information copiea of Secretary SIlJ'd.r '. 
let..,,. of Pebruar.r 2, 19J.8, to Senator Vandenberi oonoorning private 
blocktcS ••••u of recipient OOUDtl7 naUonili. In read1nc the lettar 
to S.naw VaDd4mWrg1t should be noUid that Sw1taerl.aD4, altboush & 
par.tlcipatiDg countr)", is ZIOt & recipient country UDder the Iuropean 
Rttcove1"1 Prepu. 

Yeat.ertSq Mm1nS 1Ir. oraalli dfil Mr. Bnlppacber oalled a\ q 
oifia ad went .turD1abed with copt•• of the let.ter to SeraatQr 
ViDdttnbeJoa 8Ild we", h.an4eci a covering letter, a COW ot wh10h 18. 
alaoollcloaod. It appear. fl'OIl the ~t1al. naotiot.l that \heBw1.. 
will, u expeQted, ..tel" • 8trans protut. qa1D.t, tbe v•• t1Da 01 
propel"V .tandiDg in 8w1u and L1echtenate1n Jl8IlH &8 provided 1ft 
eub-paftuZ'llPh (b) en pap 6 of the let.tor to Sa_tIor VaacleXlbers. ;IJ'l 
yj.• ot tNt 1aportance or French pnvate ....tI bald. tbroup Switaer­
land :t all &.lAo enolo'1DI for your intormatiOll • cop)' ot a ' oover1rc 
letter 1Ib1cb .... haDded to Val.eD8i.. 1"8 ,...tenta7. 

/..-- -1l , . 
You wiU DOte that tbo (probable 4ate tor" t.mtDation ot our 

bloc1d.Ai aontrola 18 June 1,\:,1948. In th1. co~t1on r.ference 1. 
ud, to 70ur I,tar No. 498~t October 14, 1947, in whioh Dr. Schab 
.... a.ted to have inqu1re4 whether the wi'ld.natioa date. aoulA 08 ex­
ttndttcl to June .30, 1948. YOW" &'ttent.1oD 11 called to the tb1zd para­
graph ot the enclallsd let.ter to 1Ir. Bruppaohe%' which 1s 1nteJx1ed to 
relieve b Sldaa teal'll ariaing t1"Oll the tact that. th"7 aqnot be 
able to coaplete the 1nv••tiptor,y work in coaneot1Qn wi tb the c.%'­
titioat.1ou ot aws... pJOper'T bf June 1, 1948. 

It 18 _till too early to cletendne ..hat. the ConarwaaioD&l reaction 
to the pro"r_ wUl be altbgugh I gathor that. Senator Lodge .... plftP.d. 

I doubt tbat 8D7 aotion 1. requ1ncl on )'Our Ian but I wanted to 
l.,t you know ab()u'b ourrat developllllnw hew. 

t _ .eacllPa a eUd.lar let,tel" to ¥r. .., 'naon and dill'. 'lUGa. 

fOHN S. RICHARC: 

John S. R1oban1. 
Ir. Waltct\' 0..- Direotor 
u. s. 'fNuuz7 "FG~ta\1ve .~ . / 
Bem, Swd.t .."laDd #'9' ;. / .:1' .. I 

Enoloeurft JSR1cha:rds:ltm 2/3/48 
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Bern, October 14, 1947 

No. 498 

Dear John: 

During the mee.ting wi th officials of the Swiss Clearing 
uffiee in Zurich yesterday Dr. Schwab stated that he had re­
cejved a communication from the Political Department that tile 
Treasury intended to terminate its blocking controls by 
April 1, 1948. 

Schwab Was disturbed by this news. He explained that 
when his office toak over this work it was expected t.hat it 
could be completed in 1-1/2 to 2 years. He was certain that 
this work could not be compl~ted by April 1948, and he r~­
quested that I inquire as to whether an arrangement could be 
made whereby the Swiss end of the certification work could 
be extended until June 30, 1948. 

It would be appreciated if you could let me know as soon 
as possible whether such an arrangement wopld be accept:ible 
to the Treasury. 

Very truly yours, 

Wal ter W. Ostrow, 
U.S. Treasury Representative. 

Mr. John S. Richards, 

Assistant Director, 

Office of International Finance, 

U.S. Treasury Department, 

Washington 25, D. C. 
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lO8719 

Iil o:r~1' to adv1n JOur Gcnel"DllUlt of t:IIr# rlamlt 1a o-.t1a wiG 
bloctDd aooOW'lt••till " ..ltdna UDOU't1tW, 1 .. ~S»a • eO)V of a 
let.ter.mtma ev.tal'1 SCJ'kr ball to4q unt to rsatoa- Vand.nDera, t:bairMn 
or tba Seaa't.e 'onip Relatlona Cc.1ttM, at. t. latter·. r8queet,. ..t.tlnc 
au1l th1a Gaver nt's plaD ts dtla.Unc with thu l'l'obl.... n. attent1Gn fit 
your Gover rat 1a oaU.d t,Q the 4••crlpt1cm of tH plan wldoh atarta at tlae 
bot.t.oa ot p..- , ~ tbil .Dol-CIIett letter. It 18 OIU' 1I:ltenU.0Il to Ua-.. aD 01' 
abct1t..,. 1, 1948 U. puhlJo racrUM rahl'Nd to 1Ja U. lAItte7... '111. plu 
18 cU.Noted t01la1'd cOllp.t~ t oert1t1oat1= or all noB......,. aCCO\Ulta Sa 
tM ..... of 7aaz _'1cmala b7 J..- 1. 194ft'. 

w••hall ad'Y1ae J'Oll of tlMt aDd ute em wh1ch - .1Iall iaa;! OUJI 
public IlOtioe 80 t!\at 7fN7 GoverllMut will M ablA to inue . 't.ll.tailiou.-q 
aD &ntlO=_.Dt ara1lll1ta na14eJrt.. W . 1'p17 \0 tlte appropr1ate aut.n-itS-_ 
for u.. eert1tloat1cD at ...an. m14 1Ja tMU- __a .bloh ere .lJ.&1~a ~ar 
aert1tl~a1.101l iB order ,bat ~Hia m t ..t •• _11 u 1D ___loq_ 
to tr1~~ 01" _utraJ. pn1Jou will not M trdU.1'ftd t~ tM J_1.41Gt1_ 
of the, ~t1oe of AUa P:rot-'7. 

I't 1a lMl.J.trtM that &III qU.t1.. fIl ..tl1O\_ .1.,- lIn__ 
QI:4r gQftz_uta \0 U1' FOpel"tT whioh D7 \:Ie wsW .ar u. pNMdue 
da.ar1bcd abaft .. '- ..'ttle4 at • bur ••u attft ..... pJ'M.... ..t.ezo­
a1nat1C11l MIl _ .s. et tM rat... .u4 ext.ut ot tbe problaa. 

j, a1Jdlar COll8Ulli"t101'l U DIU, •.at-to eaoh at the other . 1_ 
covered by Qenenl LiGen:.. Ito. '5. 

$~,...... 
JOHN S. RJCIWWj 

JeJaa s. J.i.1oMru 
DJ.areOW' 

~ IeDedlo't. ~.litt-r.tlrY11,,t••N1al. C.".:t., Du1ab ,.••• 
Otf-W, of tbI, ~ eca...l .., 
Booa ~~ ......." 
In t_, .. I_Jr. 

tBO~. 
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J lou S. i1cbaJota . " - /J _i! • 

'i~;~~ .Jt
Aa a~ wi\b ~ 1 ~'Vf) vrana- a ... t11ai 1n JOv Qtttoe tor 11 0'0 


nd:.,.~ '.lmual7 9th. _ Clf.H'U.'8 t.he .rol.lolf1~ FOlo.i.. hRd. CnVOl ptO;\t « 


rUon .to the -tan au~lnad ill tot. l.t.wr to Sma.,. I
; 

Vand.nba,-,. · ., _- an -t ;, ,. poll. ' .. .. JIO ' 1. 
lQr Pl"UUld.Da ....... 1nt.erut iJluno.rtlt:tocS "-pt-r.ta hU. IUd Lleohta­
• tria &000_ ~ 01 _ pr.vidon 1. parap p1l (, of rJ'O.U;q le\ter0-' ~J" 22, 1946, pt"O~ ~,. 'Ww VAnBt_ '- • ~ itlo · i 
AX 'lJl tM ilDlW .....tu otpl'OPJrif' M1D thl"OQ8h IllS , . . ' 'lad t.or A...... ia 
aeWlUl" .I..... 1a "-PMl. 1ddoh p1'O-v1a1Qil ... M.••,...... PNta"" 'til 
1mpl...., u aOOIl .... wort (i\1\ Ute d ·tUb 111 cermectaa wi ttl ••tabU.MaI 
the 1fpecJ1d. blo~t4 11OGCND~. 2M 8111•• 1WIo" ....nata ••10 ••oh u 
(a) ab1U\7 \0 Gat11tJ PAt. ~ld ~uab SwitMrlaad ",.hi.. natloDala 
l'Hiti.Da f.A SpaiA .14 i'ortl&p1 and 111 0 -.ur General LinaM No. 9S OOWl'Vi.. 
without ClT et'O•...-rt.1t1ca\1ol1 tro. COWl"" .r ren.... (b) au..att. Wl­
'Lll.ock11l1 or ..u 4oll11'" aeJOOUDta up . to 14,~ _ld ~ w •• baDka, 
(0) U81JJW1CN t.na,. nuoNba tiM w:S.11 be P4t1'ld.t.W .. '- oc!lpl.. the 
in.V'fJ.t1aM tiOIl 01 hi•• P'Ol*'V b.to,.. th1a Ooft~" ..-.111 ftl '\I Swu. 
Pl'OPft"1I' J' bv••t-1pUoa tor certlttcat.ioa by 1iM Swi.. ~••\ion Olt1.,oe. 

I, 1. a:r 'de. that .. aboold at.uad til'll -cd..t 1M pout, aM. 1B the 
,tint MntaJlo-e ou tJ» ~ th.a.t t.M \1I'l&Oc/or '- t. AI _oo__t of ..... 
el'Ull and J....... pl'Gpepty btld tbJoou,h 5111'''J"land do.. JIO t ill ati7 'fIItI 

nep,1dife the preNII" .t IQt ....., btere\ 1. arq eUMtl" P ,...\y_14 1a 
1•• or I4Mb~ &eGO .. 1b thI· &'baenoe of ao-erUtioatoiOll (It 130.....,. ­

1ntti"8t by th.a.t•• 00.,......'. \.tn thIt OWT ba1a4, I 'bel1~," ... abould 
agree to _•• the ..". ~ ool~1o_ '" t.bIt SWi... 

I fiU It." that .....lao take t.be poel tift w1tb tbt 81du that \he v..t.taa 
¢f t~ re.1dual uaoert.ti:1ed 8w1.. and Lleoh..t.ta .GOOwa. GUl be &-vQi,d4M,i 1t 
'the n-.n•• (kt~~' wiU coope;rl." wi1ih U'ld 0'.,. pUll ~ 
PNg;rNl GOWltnefl b7 tnm.t..b1", ifttozou,t1cm ~ \be reatp1 '00_ - 0. ­
cemlrq& doU......,. held tbJteugJlllrl~l, - • n&~aal. of HOtp:l.' 
CO\1ntrift. · I £.el tha~ OW'- armo\lllOBQ\ ." _. :aUl tuat_ Weraa\ioD to, 
the rec-lpift' c<tUrlWi•• area'tl.J .'~theM our pu1~ to .lui., t t t..-w. 
M •• del UkeW1_ or ~ to • PJIOJ-·)b" 1I1l.l 1» .,0_. 

• t. (;t ~ I*Jl\!.ou d1.oU8HO abo .. wUl 'hJMt \0 "' ol••nd wi th st;a'te 
Ju.au.o.. 

http:I*Jl\!.ou
http:l'Hiti.Da
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2. .' . h ....._ '-ld ~ le1ik..na.l.. ( _ • 
WTliaor..aUll 1 J" 1 haft .. tlct albme Hi•• 01"19, "47.''"_a u4 D _ tba'ti, . .,... .. $re ~ _ t1U"ll1 .u. 

. tob (loY' . . lit. 1ftUl :lllto... 0Jl ---nat", u ••• haald la tob uco." 
• ~ aoftnaea' $lDUW 111 tuJoft ~ t.be 1i1fol'll&Uell to _·~ch 
vernaea1) Wi.... 1D .1'Ae\- thofollR. 1D_1". .1on, to rr..oa .1til..- bI 

Pt- . • 

JOHN S. RICHARDS 
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.,The President 
1. ,. . • . 

The White House 
Washington 25. D. O. 

My dear Mr. Presidentl 

The Secretary of the Treasury announces in a letter to Senator Vandenberg 
that the U. S. Government will disclose to foreign governments the names 
of their citizens holding assets in American banks. This is a stab in the 
back of human liberty and the individual free enterprise system which we 
profess to defend. It will only serve to further demoralize and undermine 
whatever strength there is still left in the European middle classes. 
Mr. Snyder and the National Advisory Council are aware that in so doing 
we would violate a fundamental prinoiple, and a moral principle at that. 
In making this momentous statement Mr. Snyder said: "The Council (National 
Advisory Council) doubted that under ordinary conditions this Government 
should assist foreign governments in enforcing their foreign exchange laws. 
However. these are not ordinary times •••• " 

Granted that these are not ordinary times, I still fail to findjustifio­
ation for forsaking a fundamental moral principle. Only in time of war, 
and only as an act of retaliation against an enemy, can I conceive of our 
country doing something wrong, which means something in violation of moral 
principles. Most of the time exchange controls are the diabolic instrument 
of either totalitarian or of stupid governments. Why are we, for the sake 
of the problematic saving of a few dollars, going to help foreign govern­
ments exercise coeroion against their citizens? Who is going to help the 
foreign governments exercise coercion against hoarders of gold? It is my 
considered judgment that the consequences of our coercion will be to 
increase the demands for help from us. Are those who trusted the Amerioan 
banks and therefore implicitly our Government, going to be penalized, 1hY1 
.Q.r~at1ng Sliatrust in .2.l!rrenoy !ill.!! 12,ank acoounts, and .!!2 !Y!.lll~ thehoar.!! ­
~ of ~~? Are we forgetting that the basis of oapitalism is respeot 
for contractual and ethical relations between persons, be they physical or 
moral? One can only guess the kind of a "national interest" standard, or 
"oivic behavior" standard, the American Government has had recourse to in 
taking the iniative of denouncing the names of the holders of foreign 
assets. But I am convinoed that whatever they may be, measured by these 
very standards, the holders of assets entrusted to the American banks were 
better citizens than the hoarders of gold. Be it said in passing, I do not 
mean to imply that the hoarding of gold is objectionable. Who can tell the 
human suffering and, tragedy which may be behind this anonymous few hundred 
million dollars of assets? 
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The iniative of the National Advisory Council is ludicrous when we stop 
to think that we have spent and are going to spend a huge number of 
billions of dollars in the name of and for the sake of human liberties 
and the individual free enterprise system. Let's not be million wise 
and billion foolish. 

The basis of any sound currency is confidence, and oonfidence cannot be 
restored by coeroion. Coercion has just the opposite effect. If and 
when confidence is restored, I am convinced that hidden assets, be they 
gold, bank notes, or foreign deposits, will come out in the open. The 
Poincare experience in France has proven that confidence is the sine 
qua non condition for the restoration of a sound ourrency. Furthermore, 
we shouldn't make the mistake of thinking theSe hidden assets belong 
to rich people. If we call someone rich possessing between $5,000 and 
$10,000, or even $20,000, then the adjective rich is justified. My 
information, however, is to the effect that most of these assets belong 
to small people who started to buy gold or dollars when they began to be 
afraid that there might be a war in Europe. Most of these people are 
married and fathers of families, and it seems to me that it was a very 
human thing that they should try to protect their families in case of 
war or an invasion. It is perhaps not abnormal also that individuals 
should try to protect the fruit of their hard labor during their lifetime 
against the stupidity and follies of some politicians. A country does 
not become richer because everyone gets ruined, ~ 1h! po11t101an~ in 
Europ~ !!2.!!'1 ~~!!! to be hapRX :l,!nt:i! they make sure that everyone, includ­
ing the Government, is bankrupt. -- -- -- - ­-
I am afraid that those who argue in favor of the requisitioning of private 
property don't realize the blow they would strike at human liberty if this 
were done. We shouldn't undertake to police individuals on behalf of 
foreign governments for the sake of saving a few dollars. Let us not adopt 
the methods of the Prussian bureaucracy. In other word we shouldn't be 
million wise and billion foolish, and besides forsake a oral principle. 
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730 FIF'TH AVENUE 

JYe'tu J/ork 
February 6, 1948 

#14'.....' ••'Iift..,.-6n,.The Honorable JohnW. Snyder 
Secretary of the Treasury ~ ..... . 

.-~ .-.~Washington, D. C. 
III•• 

My dear Mr. Snyder: VII 
- -4~t'lliiliiilll:J9 

You announce in a letter to Senator Arthur H. Vandenberg that the , 
U. S. Government will disclose to foreign governments the names 
of their citizens holding assets in American banks. This is a 
stab in the back of human liberty and the individual free enter­
prise system which we profess to defend. It will only serve to 
further demoralize and undermine whatever strength there is still 
left in the European middle classes. You and the National Ad­
visory Council are aware that in so doing we wmlid violate a 
fundamental principle, and a moral principle at that. In making 
this momentous statement you said: "The Council (National Ad­
visory Council) doubted that under ordinary conditions this 
Government should assist foreign governments in enforcing their 
foreign exchange laws. However, these are not ordinary times •••• " 

Granted that these are not ordinary times, I still fail to find 
justification for forsaking a fundamental moral principle. Only 
in time of war, and only as an act of retaliation against an 
enemy, can I conceive of our country doing something wrong, which 
means something in violation of moral principles. Most of the 
time exchange controls are the diabolic instrument of either 
totalitarian or of stupid governments. Why are we, for the sake 
of the problematic saving of a few dollars, going to help foreign 
governments exercise coercion against their citizens? Who is 
going to help the foreign governments exercise coercion against 
hoarders of gold? It is my considered judgment that the con­
sequences of our coercion will be to increase the demands for 
help from us. Are those who trusted the American banks and there­
fore implicitly our Government, going to be penalized, thus 
creating distrust in currency and bank accounts. and so further 
the lioarding of gold? Are we forgetting that the ~asis of cap­
italism is respect for contractual and ethical relations between 
persons, be they physical or moral? One can only guess the kind 
of a "national interest" standard, or "civic behavior" standard, 
the American Government has had recourse to in taking the initi­
ative of denouncing the names of the holders of foreign assets. 
But I am convinced that whatever they may be, measured by these 
very standards, the holders of assets entrusted to the American 
banks were better.citizens than the hoarders of gold. Be it said 
in passing, I do not mean to imply that the hoarding of gold is 
objectionable. Who can tell the human suffering and tragedy 
which may be behind this anonymous few hundred million dollars 
of assets? 
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The initiative of the National Advisory Council is ludicrous 
when we stop to think that we have spent and are going to spend 
a huge number of billions of dollars in the name of and for the 
sake of human liberties and the individual free enterprise system. 
Let's not be million wise and billion foolish. 

The basis of any sound currency is confidence, and confidence 
cannot be restored by coercion. Coercion has just the opposite 
effect. If and when confidence is restored, I am convinced that 
hidden assets, be they gold, bank notes, or foreign deposits, 
will come out in the open. The Poincare experience in France has 
proven that confidence is the sine qua non condition for the 
restoration of a sound currency. Furthermore, we shoulb't make 
the mistake of thinking these hidden assets belong to rich people. 
If we call someone rich possessing between $5,000 and $10,000, or 
even $20,000, then the adjective rich is justified. My information, 
however, is to the effect that most of these assets belong to small 
people who started to buy gold or dollars when they began to be 
afraid that there might be a war in Europe. Most of these people 
are married and fathers of families, and it seems to me that it 
was a very human thing that they should try to protect their 
families in case of war or an invasion. It is perhaps not ab­
normal also that individuals should try to protect the fruit of 
their hard labor during their lifetime against the stupidity and 
follies of some politicians. A oountry does not become richer 
because everyone gets ruined, and the politicians in Europe don't 
seem to be happy until they make sure that everyone, including 
the government. is bankrupt. 

I am afraid that those who argue in favor of the requisitioning 
of private property don't realize the blow they would strike at 
human liberty if this were done. We shouldn't undertake to 
police individuals on behalf of foreign governments for the sake 
of saving a few dollars. Let us not adopt the methods of the 
Prussian bureaucracy. In other words, we shouldn't be million 
wise and billion foolish, and besides forsake a moral principle. 

Philip Cortney:mrc 

J 
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WASHINGTON 


February 11, 1948 

Respectfully referred to the 

'II'easury Department. 

WILLIAM D. HASSETT 

Secretary to the President 
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The President 
The White House 
Washington 25, D. C. 

My dear Mr. President: 

The Secretary of the Treasury announces in a letter to Senator Vandenberg {'. 
that the U. S. Government vall disclose to foreign governments the names of 
their citizens holding assets in American banks. This is a stab in the 
back of human liberty and the individual free enterprise system which we , 
profess to defend. It will only serve to further demoralize and undermine f. 
whatever strength there is still left in the European middle classes. I' 
Mr. Snyder and the National Advisory Council are aware that in so doing 
we would violate a fundamental principle, and a moral principle at that. 
In making this momentous statement Mr. Snyder said: "The Council (National ­
Advisory Council) doubted that under ordinary conditions this Government 
should assist foreign governments in enforcing their foreign exchange laws. 
However, these are not ordinary times •••• " 

Granted that these are not ordinary times, I still fail to find justification 
for forsaking a fundamental moral principle. Only in time of war, and only 
as an act of retaliation against an enemy, can I conceive of our country 
doing something ~Tong, which means something in violation of moral princi­
ples. Most of the time exchange controls are the diabolic instrument of­
either totalitarian or of stupid governments. Why are we, for the sake 
of the problematic saving of a few dollars, going to help foreign govern­
ments exercise coercion against their citizens? Who is going to help the 
foreign governments exercise coercion against hoarders of gold? It is my 
considered judgment that the consequences of our coercion will be to in­
crease the demands for help from us. Are those who trusted the American 
banks and therefore implicitly our Government, going to be penalized, 
thus creating distrust in currency and bank accounts, and so further 
the hoarding of gold? Are we forgetting that the basis of capitalism is 
respect for contractual and ethical relations between persons, be they 
physical or moral? One can only guess the kind of a "national interest" 
standard, or "civic behavior" standard, the American Government has had 
recourse to in taking the initiative of denouncing the names of the holders 
of foreign assets. But I am convinced that whatever they may be, measured 
by these very standaro.s, the holders of assets entrusted to the American 
banks were better citizens than the hoarders of gold. Be it said in passing, 
I do not mean to imply that the hoarding of gold is objectionable. Who can 
tell the human suffering and tragedy which may be behind this anonymous 
few hQ~dred million dollars of assets? 
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The initiative of the National Advisory Council is ludicrous when we 
stop to think that we have spent and are going to spend a huge number 
of billions of dollars in the name of and for the sake of human liberties 
and the individual free enterprise system. Let's not be million wise 
and billion foolish. 

The basis of any sound currency is confidence, and confidence cannot be 
restored by coercion. Coercion has just the opposite effect. If and 
when-confidence is restored, I am convinced that hidden assets, be they 
gold, bank notes, or foreign deposits, will come out in the open. The 
Poincare experience in France has proven that confidence is the sina 
qua non condition for the restoration of a sound currency. Furthermore, 
we shouldn't malee the mistake of thinking these hidden assets belong to 
rich people. If we call someon~ rich possessing between $5,000 and $10,000, 
or even $20,000, then the adjective rich is justified. My information, 
however, is to the effect that most of these assets belong to small people 
who started to buy gold or dollars when they began to be afraid that there 
might be a war in Europe. Most of these people are married and fathers 
of families, and it seems to me that it was a very human thing that they 
should try to protect their families in case of war or an invasion. It 
is perhaps not abnormal also that individuals should try to protect 
the fruit of their hard labor during their lifetime against the stupidity 
and follies of some politicians. A country does not become richer because 
everyone gets ruined, and the politicians in Europe don't seem to be happy 
until they make sure that everyone, including the government, is barucrupt. 

I am. afraid that those who argue in favor of the requisitioning of private r 
property don't realize the blow they would strike at human liberty if this 
were done. We shouldn't undertalce to police individuals on behalf of . \ 
foreign governments for the sake of saving a few dollars. Let us not \ 
adopt the methods of the Prussian bureaucracy. In other words, we shouldn't 
be million wise and billion foolish, and besides forsake a moral principle. , 

e tf~JJ y, -- . 

Philip Cortney ; if 

3108 48 




. . " .~ 	 'IV~~' ll
REPRODUCED AT THE NATfCr, ".L A,.,Ct 

STANDARD FORM NO. 64 

Office MemOI. ;dum · UNITED ' STA'.:. ~S GOVERNMENT 

TO 	 Messrs. Southard. and Richards DATE: Feb~ry ll, 194B 

FROM 	 Elting Arnold 

SUBJECT: 	 A.ttached memorandum enti. tled "Foreign Funds Control and 
Procedure for Unblocking." 

Attached is a meznorandum collcermng the unblocking of foreign 
assets lIhich was banded 'to me on February 2 by Mr. W. Harvey Haeyes. 
The fact that I was out of the office during JOOst of the week of 
the second has prevented me from circulating the memorandum. For­
tunatel1', I doubt that it is of any special significance. 

Mr. Reeves told me that the memorandum bad been prepared to 
state, in a general way, the prevailing sentiment in the New York 
financial community. It was intended for presentation to the 
Treasury Department but as far as I know it has not fo~ been 
submitted. 

Mr. Reeves gave it to me on a personal basis with the state­
ment, however, that I was free to ci.rculate it as 1Iide~ as I wished 
wi thin the Depar'buent. 

The essence of the proposal is that all property 'Wi thin the 
United states before some pre-war date should be released automati­
cal:Q' and that other property should be unblocked by application to 
an agency of this Government wi. thout checking with the interested 
for~gn government. The arguments in support of this system are 
those with which we are all so familiar. 
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WHliE &. CASE 

14 WALL STREET 

NEW YORK 5, N . Y 	 w' ,Ut!... .., i$-ilii.j.t~,~ 

lOa my-,a. 
JMH-MRH February 10, 1948. 	 tD• .. ,.,."._, 

~f;.d.IJ.:lltUl.. ' .." ' 
'.. ,2-.j.f . 

Honore.blE John W. Snyder,
Secretary of the Treasury, 
Vrashlngton, D. C. 

Dear Mr. Secretary: 

Further replying to your letter of February 2nd, 
assUJne that you hhve seen the articles in the Ne,\;y York Times 
of yes terday and today, abou t the in ten tion of Swi tzer12nd to 
send a delega tion to this coun try to talk ':,0\'1 th you and others 
about the blocked assets. Particularly I hope you have read 
the article in the Nev\' York Times of February 9th by ~!fr. 
Edward Collins appe8.ring on the Financial page. 

I hope very much that the Advisory Council and your 
Department will delay giving the notice referred to in your 
letter to Senator Vandenberg, until after you have given the 
proponents of the so-called Swiss plan "a day in court". I 
would also hope that at the same time, if you do determine to 
give them such a hearing, you will arrange to have some 
representatives of the French GovernmEnt present at the 
confe r ence so they can be heard with respect to their position. 

I believe that some voluntary plan ought to be worked 
out by 1f.'hich the proper ty of na tionels of coun tries, tha tare 
to receive benefits under the MeTshall Plan, will first be 
utilized for the benefit of their respective governments. This 
can be done without requiring the United States banks to 
repudiate thei r obliga tions. I hope you v'Iill also conclude 
that such a plan is very much more desirable from the view­
point of our country and its present and future reputation for 
fair dealing. 

With believe Jr.e, 
I 

310850 




MEMDRANDTJM FOR 'mE FILES 

:B'ebruary 11, 1948 

Re: · Tentative Swiss reaction to Foreign Funds Control termination plan 

On Thursday, February 5, 1948, Messrs. Gr~ssli and Bruppacher of the 
Swiss Legation called at my office to meet with Rella Shwartz, Margaret 
Schwartz J Harold Pollak and me. A.ft.er maId.ng it clear that the Swiss Govern­
ment had not had an opportunity to study in detail the plan outlined in 
Secreta~ Snyder's letter of February 2, 1948 to Senator Vandenberg, M~. 
Gr~ssli handed me an Aide-Memoire (copies of which have previeusly been 
dist~.buted) outlining the tentat~ve reaction of the Swiss Government. 
During the conversatlop the following sigrdficant points were discussed: 

1. Mr. Gr~ssli referred to the provision in paragraph 6 of the de­
frosting letter of November 22, 1946 from Secretary Snyder to Petitpierre 
providj.ng for the transfer to a special blocked account AX. in the United 
states of proper~ held through Switzerland and Liechtenstein and for Germans 
in Germany and Japanese in Japan. Mr. Gr~ssli stated that the Swiss Govern­
ment had promptly lssued a decree requiring Swiss and Liechtenstein banki.ng 
in~titutions to effect the necessary transfers to implement this provision. 
He indicated that, since the Swiss Government was prepared to segregate this 
German and· Japanese property, there was no basis for persuming that the 
balance of the blocked property held in Swiss and Liechtenstein accounts was 
enemy tainted even though it had not been certified by the deadline date. 
I stated that in our opinion the transfer to or willingness to transfer to 
the AX acco~~t of certain German and Japanese property held through Switzer­
land and Liechtenstein does not in any way negative the presumption of an 
enemy interest in any other property held in Swiss or Liechtenstein account 
in the absence of a certifica.t:ion of non-enemy interest by the Swiss Govern­
ment. I added that the primary point of requiring certification for all 
blocked property held in Swiss and Liechtenstein account wa.s to require the 
alleged owners of the property to submit to an investigation by the Swiss 
Compensation Office in order to establish the absence of an enemy interest. 
It seemed to me therefore that if the alleged oYvl1ers, in spite of a public 
r..otice of three months, still refused to apply to the Sw~ss Government for 
a. certincation of non-enemy interest, it was justifiable for us to presume 
an enemy interest in the proper~. 

2. Mr. Grlssli referred to the fact that the AX account referred ·00 
above had not yet been set up due to technical difficulties and urged that 
it be established immediately. I pointed out that this government had made 
certain proposals about a year ago for the establishment of this AX account 
but that the Swiss Government had not seen fit to accept our proposals and 
instead had offered certain counter proposals. I also said that we had 
studied these counter proposals and had found them unacceptable and that we 
now believed it unnecessary to make any further attempt to work out the 
technicali ti:es since we were content to hav~ the German and Japanese property 
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rem9.in lNhere it is. The Office of Alien Property will take over all such 
property when it carries out the vesting program for the balances remol.ining 
uncertified in Swiss and Liechtens tein accounts. I added tha t in the mean­
time, of course, the Swiss Government in accor'dance with thedefrosti:ag 
agreement could not certify such property. 

3 • . Mr. Grg,ssli stated that the three months deadline was too short to 
penni t his government. to complete the necessary investigations in connection 
with the certification of property in Swiss and Ltechtenstein accounts. I 
pointed to the third par~graph of my letter of February 2, 1948 to Mr. 
Bruppacher in which I had indicated that I was certain that arrangements 
could be worked out whereQy blocked property of Swiss and Liechtenstein 
res'idents would not be immediately vested if a.n application for certifica­
tion had been filed with the Swiss Compensation Office by the deadline date. 
I said that I fal t sure that this government would be prepared to ·allow the 
Swiss Government a reasonable period beyond the deadline date to complete 
its investigations before actually vesting property covered by applications 
on file with the Swiss Compensqtion Office on the dAadline date. J agreed 
that the Swiss Government was entitled to definite assurances on this point 
prior to March 1, 1948, the date on which we expect to issue the public aR­
nouncement of our pl~. I added that Swiss residents might be encouraged to 
file for certification if the Swiss Government were to follow the lead of the 
French Government and grant some reduction in the existing penalties for 
failure to have paid Swiss taxes on the property" involved. 

4. Mr. Gr1!ssli' said the Swiss Government wanted to be assured that it 
would be permi tted to certify assets held through Switzerland by Swiss 
nationals residing in Spain and Portugal and in other General License No. 95 
countries without any cross-certification from the country of residence. I 
said that we would study this proposition to see wh~.t could be worked out. 

5. Mr. Grllssli referred to the request of his government that arrange­
ments be made whereby small dollar accounts up to $5,000 held through Swiss 
banks would be automatically released without requiring certification just 
as this government now intended to unblOCk small accounts held here directly 
by foreign nationals. I said that we were already working on this problem 
and that I thought we could probably work something out, but that we would 
first have to discuss the matter with the Department of State and Justice. 

6. V!!'. Grl\ssli indicated that he doubted that the SWiss Government 
would be able to agree With our program so far as it affects 8witzerland 
and Ltechtenstein. In addition he was doubtful that the various problems 
which he had raised could be settled by March 1, 1948. In reply I stated 
that, except as indicated in point 3 above, failure to agree on the other 
proposals that the Swiss Government had made would in no way preclude our 
issuing our public notice on March 1, 1948. I added that, although we were 
happy to discuss with the Swiss GovernmeBt its views and to do our best to 
work out satisfactory solutions to specific problems, we intended to proceed 
with our basic plan even though the Swiss Government m:i.ght not find it pos­
sible to agree with that plan. 
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7. In p•.ssing I said that I thought a careful analysj_s of Secretary 
Snyder's letter to ,Senator Vandenberg indicated that the vesting of residual 
uncertified Swiss and Liechtenstein accounts might in large part be avoided 
if the Swiss Government 'were to cooperate with this government and with 
governments of recipient countries under the European Recovery Program by 
furnishing informa.tion to the recipient countries concerning dollar assets 
held through Switzerland by resident citizens of the recipient countries. 
If the Swiss Government were ,to cooperate in this manner I believe we would 
be justified in furnishing to that government the information from the new 
census concerning uncertified balances in Swiss and Liechtenstein accouRts. 
Neither Mr. Gr!ssli nor Mr. Bruppacher made any particular comment. 

cc: Southard, Gunter, Ostrow (Bern), Tomlinson (Paris), Kamarck, Friedman, 
Arnold, R.Shwartz, M.Schwartz, Sham (OAP), and Metzger (State). 
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( C () P Y ) LEGATION OF SWl:TZERLAND 

Washington 8, D.C. 

The Fede~al Political Department in Berne has been apprised of 
the contents of the 1e tter addressed by Secretary of the Treasury 
Snyder, in his capacity as Chairman of the National Advisory Council, 
to Senator Vandenberg, outlining a procedure for ultimate disposition 
of assets not certified as of June 1, 1948. 

The Swiss authorities extremely regret not having been given an 
opportunity, as provided in the certification agreement, to express 
their views on the question of terminaticn of certification before the 
American plan was made public. 

Their point of view, based on preliminary information, may be 
summarized as follows: 

10 'ilie Swiss Government is not in a posi tion to finally terminate 
cRrt:i.fication before various pending questions and unsatisfactory 
aspects of the certification conditions have been settled. The case 
of Swiss nationals in Spain a.nd Portugal is only one among several. 
Referring to the last sentence of paragraph 1 of the oertificatiol'\ 
agreement, the Legation has been requested to ask that negotiations 
be taken up immediately in Washington with regarri to the various 
problems, the exact nature of which are to be made known. 

z. The time limit set for tendna tion of cartification is too 
short, considering the extent and nature of the assets in Switzerland 
yet to be certified, and a prolongation will have expired the Swise 
Compensation Office continue to be in a position to obtain immediate 
release of assets aga.inst certift.cation without the necessity to fol­
low a procedure not provided for in the certification agreement. In 
fact, presumption of enemy ovmership arising from the failure to obtain 
certification is not in accordance with said agreement which stipulates 
tha t enemy assets have to be segregated and transferred to a special 
blocked accou.'1t. 

Washington, D.C. February 4, 1948 

Southard, 
cc: Friedman, Arnold, Sham (OAP) and Metzger (State) 
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TELEPHONE : COLUMBUS 5-7270 \BLE ADDRESS: GARNEAt­. ~.~ l34 

REPRESENTING 

REPRItS.NTING 
V VE • CLICOUOT PONSAROIN 0;> 

REIMS 
GARVEY II< CO. 

CRUSE a FILS FRERES .JEREZ 

eORDEAUX ISI9 BROAOVVAV 

CRUSE a FILS FRERES NEW YORK 23, N. Y. 
OI.JON 

February 19, 1948 

Honorable John W. Snyder 
Secretary of the Treasury 
Washington, D. C. 

Dear Mr. Secretary: 

From articles published recently in the press, I believe 
there is under consideration a plan for enforced liquidation and re­
patriation to countries on the European RecoveFy Program, of dollar 
assets blocked in the United States, belonging to nationals of those 
countries whose owners failed to obtain non-enemy certification from 
their respective governments. 

Would not such a course by this government ~ inconsistent 
with our principles of private ownership of property and a violation 
of the confidential status of transactions between bankers and their 
depositors? 

hS a leader opposed to Socialism or Communism, it would 
seem that such a procedure would shatter the confidence of citizens 
in this country and in the countries where we hope to maintain our 
theories of individual freedom. 

There is also involved a situation which will prove very 
embarrassing to companies representing foreign producers as sole im­
porting agents in this country., who hold in blocked accounts indebted­
ness dating back to pre-war times. 

Respectfully yours, 

Joseph G. 

JGR:a 

310850 




ECO:NOMICS ' ·,AND fINA~'CE I 
•o~ '(;e 'Freeing' of ' Frozen A:set~' 

~. YO~ 'TIMJ§:EDwAItn ii. CoLLINS 219 I~ , ' 
, . " 'Y : ", " , 

ltepresel\~tive Sundstromof New rii.it~g tlJ,e controls are, ' briefly: 
Jersey offere4 a " suggestion last As to German .and Japane~e P1'9~­
we' k "for sl;tengthtmlng the Euro- erty, to ho!d. these assets until 

,e , ' " " final disposition shall , be deter­
~eanpro~am ' ~hiCh , commends mined by Congresli; as ' to most 
Itself chiefly for its well-meant neutral , and allied invaded coun­
but mladirected, zeal;: Mr., Sund- tdes, to , unfreeze auch accounts as ; 
strom , ' would have the United hlld been determipedto , the aatis­
Statea callintlie \$28,000;000,000 ill faction of our Government not to 
curr~ncy , I'r-;ntly , ?uta~ding b~ , hel~. for the beneflt of" Ge~ 
and ~uelj: 'new .aerielf In 'i1;8 stead. or "Japanese. The machinery for 
This, he"declares, <wol,lld ·brlngoutcarrying out this latter pollcy was 
of 'hiding the " 'billto~ of dollars" provided under . General Licelllle 
now rhoardea ',in foreign countries: No: 95: The. effect of ;the lJI.tter 

l'be "'imIlr.~~tic!l.billty , of such a has .Qeen to releaSe ~$ assets, 
plarihali already ,1 een pointed 'out whenever the beneficial owner ob­
on "the. editorial page. of this' news- talned certification froln hi8 own 
paper."Wha,.t haS not ,been , touc,hed Government iliat there ,was no en­
\lpon ·il .what m~ be ' desc.rlbed, 'einy interest invQ.lved. , .' , 
ullder ~ . . ~ent .~rm~nol­"tost •len, SUffiCieil,t time has ,now elapsed 
ogy, as Its 8'\'OSI ~ unpropnety, by to conClude that holders of the 
severer' def,inition,its dubioWi ,mo- $1,100,000;000 remaiiling ot, what 
rallty.For this .pr,oposal is tanta- was once $3;000,000,000 ,in non-en­
mount to asking .tl1e 'Unl~ed States emyblocked assets· do no~ mean, 
Gov,l!rnment ,to ' help the Fren,chfor one, realjon or another, to re­
Goyernmentcoerce itsc1tizens, and sort '1;0 ,certification. The Advisory 
in tb,e Ilrocess ,repudiat~ its ,own Counoil has announced, therefo~~, 
curren<;y. " , , ', " " , that it means to "free" these as~ 

Since it.!s, highly Improbab~e seta. Bu,t'in 'this case' theterm! 
that ' Representative , S\Jndstrom a '/free"is a f¥1tastic, mlsno~er. 
planwUI, ever be more than a pl~, What , it means ill that the bene-I 
it,might se~rrilike flaying, a de!i!i 'flcial owner ' of such property is to 
hor~e .~o ra1l5ethe que:,tio~of Ita be given 'his choice of accepting 
ethics In connection .Wlth It. ,Th,e certification or seeing- .his, holdings 
fact is. however, that the ~ame .is- bMded to the. Allen I'r-operty Cus­
sue Is implicit in last week s actlQ!1: todi8J}( The AlienI'roperty Cus­
by thf/ National Advis<?ry Cou~cll todlan will then "turn ' over, to the 
with-respect tot,be freeingo.f- the respective: governments 'the names 
$~,lOQ',OOO,OOO , !n bloc~ed ", private of ho~deJ:~ of. record'" ... "'; rele4Se 
assets of ,foreign ' nationals held the assets upon certifjcation by the 
~ere; , ,,' , tespe<;tiv.~ goveriUnents ~at (they) 

, i(r , '" *, , I . ~e w;ltholltenemy , interest,l thus 
These assets are ,not to be con- inaking if! possible fOF thoe gov­

fused with the $4,300,OOO,OO()o.in ernment8' to obtain control over 
"free" fo.relgn~owned assets in this them," ' 
country, thesugge8~ion to foree , I ~ '" "' , . , " . 
the liquidation of which was quite This proposal, it is submitted, 
prbperly rejected by the Council. represents the v~ry negation of es­
They ,a.re the residue of foreign as" tablish~d American pollcy with re­
sets· "frozen" here by the 'l'reasury spect to the rights of the tn.dividual 
Department during', the war. The and the sanctity of contract, On 
first 'property ,blocked Was that of this 'point the ' best ' witness, per­
inv.aded ,frl.eJ1dly nations. To ' this haps; is the Adviaory Council ,itself, 
property was added that of the ag- which admits that for two. years it I 

gresso.r 'nations: later, that of en- has resisted efforts of the French 
ermes ' and 'neutral nations. ' In Government to. learn the identity 
freeZlng enemy assets, ,the purpose of holders of ~ecord among Its citi­ , 
was the obvious and coilVentional zens. Why the change of policy? ' 
one- of depriving him of their use. Because, declare's Secretary of the ; 
The afm of ,tying up neutral hold- Treasury JohnW. Snyder, speak­ . 
ings was toimmobillze any enemy ing for the Council, ,~·these are not 1 
resources whose ownership' might ordinary times." Perhaps not. But' 
be concealed under ,the name' of a the r.Qle. of common ~ormer is 1 
neutral. The 'policy with reapect hardly' on,e which a person can step i 

to the assets of invaded countries, into or out of at will" de:pending J 
had several objectives-topre;vent upon the time of day, the weather, : 
natiopals of stich , countries from or some other randomfhange of 
belng deprived 'of , their prop,erty circuntstan~et A m~ who. would 
by tct of aggression, ' to pro- act as an Informer l S a man w~o 
'tect American Institutions,..should has something wrong with his 
clalnls to right. or ' title arise, and character. And a government 
to Rrevent the use of suc~ asseta w~i<;h ~o~d, in. effect, do the same 
by an aggressor. CQuntry. thing IS, If ' not an Immoral, at 
.• The steps Which liave' 10 far leaptt a completely amorai, govern-

il11Ien taken In unblocking or re- ment. 
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MEMORANDUM FOR 'IRE FILES 

February 17, 1948 

Re: Further SWiss reaction to Foreign Funds Control termination plan 

On Monday, Februa.ry 16, 1948, at 4:30 p.m. Messrs. Grllssli and Bruppacher 
of the Swiss Legation called at my office and met with Mr. Metzger of the State 
Department, Messrs. Sham, Blacklow and Lamont of the Office of Alien Property, 
and Rella Shwartz, Elting Arnold, Edwin Rains, and me. 

lIT. Grissli stated that he had called to inform us of the f~ct that ~~e 
Swiss Government was sending a delegation "00 Washington late this week to open 
discussions concerning the plan contained in Secretary Snyder's letter of 
February 2, 1948 to Senator Vandenberg. The Swiss delegation will be made up 
of Mr. Kappaler and his assistant Mr. Gut of the financial section of the 
political department, Mr. Luterbacher of the Swiss Compensation Office, pos­
sibly Mr. Pfenninger of the Swiss National Bank, and probably two representa­
tives of the Swiss Bankers Association who have not yet been selected. Mr. 
Gr~ssli said that he would like to let us know in advance the principal points 
which the Swiss delegation would desire to discuss. These points are as 
follows: 

1. The time limit of three months is too short for the Swiss Government 
to complete the certification of Swiss ass~ts. 

2. The Swiss Government wishee to be assured that certj~ications issued 
after the deadline date will be handled in the same manner as at present; 
that is, the certifications may continue to be sent directly to the United 
States ba~~ing institutions where the property is on deposit and be ef­
fective in releasing the property from th~ blocking controls. 

3. The Swiss Government believes that the plan is discrimina.tory against 
~viss assets and is opposed to such discriminatory treatment. 

I.~. The Swiss Government is unable to comprehend how it is po ssible to 
presume an enemy interest in non-cert.ified Swiss accounts since the Swiss 
Government had indicate.d its willingness to segregate into a special 
blocked account in the United States German and Japanese property held 
through Switzerland. 

5. The Swiss Government desires to discuss the following operating 
problems: 

(a) The Swiss Go-.rernment desires to be able to certify on its own 
responsibility the assets of Sw:l.ss citizens residing ill countries 
not yet included in General License No. 95, such as Spain, Portugal, 
and Yugoslavia. 
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(b) The Swiss Governrnent desires to be a.ble to certify on its 
own responsibili ty assets of Swiss citizen~ residing :!.n Gennany, 
J.:!pan, Rumania, BulGaria., and Hungary. 

(c) The Swiss GoVernment desires a revision of the cross-certi­
fication requirements presently in effect for assets held through 
Switz~rland by residents of other countries included in General 
License No. 95 • . 'rhis, of course, would include the elimination 
of the cross-certification requirements for Swiss citizens resid­
ine in such count,ries. 

(d) The Swiss Government desires a revision of the certification 
arrangements now in effect for certain companies organized in 
Switzerland, such as holding companies and companies whose asse'~ 
may not be certified wi tliout consul tation with the United Sta tea 
Treasury Representative in 3wi tzerland. 

(e) The Svdss Government desires that small accounts held through 
SWiss banks be unblocked automatically in a manner comparable to 
our proposed General License No. 97 which will unblock sm3.l1 ac­
counts up to $4,500 provided there is no known Japanese, German, 
Hungarian, Rumanian, or Bulgarian interest. 

The Swiss representatives were informed that we would be prepared to meet 
wi th the Swiss delegat:ion to discuss these problems. It was agreed that the 
first meeting will be held Tuesday morning, February 24, 1948. We pointed out 
that the interes ted agencies of this government were already 9).."Ploring the 
matters referred to in items 1, 2, and 5(a) and (e), and, to the extent Swiss 
oitizens are involved, 5(c). We also indicated that we would be prepared to 
explore item 5(d) as soon as we are informed of tilA ey.,act nature of the desired 
reVlSl0n. We expressed Ii willingness to explore item 5(b) btl. t held out no hope 
of concurring in the Swiss point of view. We told the Swiss representatives 
tha t we would be unable to concur in item 5(c) except po ssibly in the case of 
Swiss citizens. In commenting on i tam 3 above we JTlade it clea.r tha.t. in our 
view the plan is not really discri.'1linatory against Swiss assets. We also made 
it clear the. t, the Swiss point of view set out in item 4 could not be accepted. 
Finally we indicated that we intend to issue the public announcementon March 1, 
1948 regarcUess of the status at that ti.me of the d:tscussions with the &Niss 
delega tion. 

cc: Southard, Gunter, Ostrow (Bern), Tomlinson (Paris), Kamarck, Friedman, 
Arnold, R.Shwartz, M.Schwartz, Sham (OAP), and Metzger (St3.te). 
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February 20, 1948 

Dear 11r. Secretary: 

As you know, an inter-Departmental (State, 
Treasury and Justice) committee has had under active 
consideration an appropriate press release relating 
to the transfer of jurisdiction over blocked foreign 
funds from the Department of the Treasury to the 
Department of Justice and related matters. The 
attached press release, which the committee submitted, 
is satisfactory. 

With kind personal regards, 

/ 

Sincerely, 

~a 
Attorney General 

Honorable John W. Snyder 
Secretary of the Treasury 

Washington 25, D. C. 
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State-Treasury-Justice DRAFT 
February 18, 1948 

PROPOSED 	 PRESS RELEASE 

Secretary of the Treasury Snyder todqy announced that effective June 1, 

1948 the Treasury Department will cease to have jurisdiction of blocked foreign 

funds. On that date, the jurisdiction over the remaining blocked assets will 

be transferred from Foreign Funds Control in the Treasury Department to the 

Office of Alien Property in the Department of Justice. Attorney General 

Clark joined Secretary Snyder in urging that persons whose assets " m~ be 

unblocked under the certification procedure provided by Treasury's General 

License No. 95 avail themselves of this procedure before June 1, 1948. After 

that date, outstanding licenses authorizing withdrawals or changes in the 

assets will become inoperative. 

The Attorney General stated that immediately upon transfer he \dll 
I 

take a census of all assets remaining blocked. In line with this Government I s 

~

I 

. 	 decision to assist countries which receive "financial aid under the European 

Recovery Program, in locating assets of their resident nationals held in the 

United States, the information concerning the names and assets of such nationals 

as disclosed by the new census will be given to the governments of the ap­

propriate countries.I 

'v In addition, the Attorney General stated that in order to prevent the 

escape of enemy assets from this Governmentls control and to implement further 

this Governmentls objective to assist countries which receive financial aid 

under the European Recovery Program, the Office of Alien Property, im­

mediately after the receipt of the census information, will begin to process 

for vesting the assets remaining blocked and held in Swiss and Liechtenstein 

accounts. The vesting program will also be applied to uncertified assets held 
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indirectly through recipient countries where the census information does not 

disclose the beneficial owner. Assets, either before or after vesting may 

be released upon a showing of non-enemy interest. ' In such cases, the Office 

of Alien Property will consult with the government of the country of which 

the alleged beneficial owner is a resident. It was pointed out that claims 

for the return of property vested in the Attorney General must be filed within 

two years after the date of vesting. 

Secretary Snyder added that Treasury, Justice and State Department 

representatives are currentiy engaged in discussions with representatives 

of the Swiss Government concerning certain aspects of the program. It was 

pointed out that Switzerland is not a country which is to receive financial 

assistance under the European Recovery Program. 

The governments of the European Recovery Program are being requested 

to give their residents public notice of the action which will be taken by 

the United States on June 1, 1948, and to urge their residents to apply to 

them immediately for the certification of their assets held in the United 

States if the assets qualify for certificationo Secretary Snyder suggested 

that persons in the United States holding blocked assets of foreign nationals 

immediately inform such nationals of today's announcement. 

Treasury officials stated that this announcement in no way affects 


its control over importation of securities specified on the list attached 


as a part of General Ruling Noo 5. 


Approved__________ 

, Date 
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February 20, 1948 

/
Honorable Harry S. Truman 

White House 

Washington, D. C. 


My dear President Truman: 

On the basis of moral principle as well as practical 
realities, we very much oppose the announced intention 
of our Government to disclose to foreign governments 

I 	 the names of their citizens holding assets in American 
banks. Such a move will destroy the confidence of the 
world in the trustworthiness of our American banking 
system, as well as the integrity of our Government. 

From a practical standpoint, it can do nothing but further 
encourage the hoarding of gold with all its attendant 
impact on the world's finanCial, food and rehabilitation 
problems. 

Sincerely yours, 

CWH:vm 
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Paris, February 26, 1948 

Secretary of the American Treasury 

Washington 


Dear Mr. Secretary: . 

We are a groun of veterans of 1914-1918 who took an active part in the 
defense of our soil, not in the services of the rear but in those where our 
temperaTJ1ent and initiative were tetter employed; most of us were recovered 
wounded or seriously ill in 1918 as well as after the signing of the armis­
tice. 

We were profoundly surprized and disappointed in reading your state­
ments in the press concerning the fund.s and assets which certain Frenchmen 
had entrusted, well before 1939, both to your banks under seal of banking 
secrecy and to those of a small friendly nation, famous for its traditions 
of honesty, of fair-dealing, and respect for the pledged word, even with­
out the exchange of signatures. 

These sums were deposited by them on account and, in fact, constituted 
only a guarantee against future snoliation, theft or pillage in view of the 
war wh ich they considered as inev'i table. They were in a posit ion to judge 
and appraise, a:fter having suffered for four YE:ars, what the post-war 
period held for them, the successive surrenders to Germany, the aid. given to 
their old. enemies to assist them to recover and reconstitute themselves, the 
suppression of reparations and interest on sums advanced, especielly on 
guaranteed loans, Young Plan, and. others and this caused them to take pre­
cautions, recalling the separate peace made in 19ib? with Russia by Germany, 
Which cost us more than five hundred thousand dead, with Lenine, the BolShe­
vist leader, the savior of the (illegible), on the German train. The million 
and a half dead comrades for all the Allies, we have (illegible) the Bol­
shevist propaganda, the core of all the syndicates and in the various admin­
istrations. We were all anti-Communist. To that title we opposed a pro­
paganda, each in his own sphere, with all the meens at our disposal, but it 
was relatively feeble for the counteraction of that distributed by a foreign 
power ~mich subsidized the chiefs of the party devoted to its cause. 

In 1936 we had the punishment of seeing the flag of the hammer and 
sickle unfurled, a sad period which led to the enfeeblement of the national 
defense, sabotaged by that party which along would be for the war, the only 
period necessary for its eXpansion. 

In 1939 we saw this same country concluding a pact and an alliance with 
Hitler , who waS able to overrun us in 1940 in a few weeks, thanks to the dis­
organization and sabotage. This story, which explains for us the motives 
which led a number of Frenchmen to deposit in your banks, under the cloak 
of anonymity, the assets and capital which they desired to save from the 
storn which lowered over them. Although you may thi~~ these are poor French­
men, who never failed to pay their taxes and have always fulfilled their 
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financial obligatiorts, we believe, when it is a question of getting along 
without funds and without control, there is no fault in keeping for oneself 
a little part of his labor for himself and his family. These Frenchmen are 
not accustomed to asking the State for pensions or subsidies. On returning 
from the 1st war, they went courageously to work and they have Showed their 
enterprise during the 2nd war, having been for the most part avengers and 
plunderers, because the Germans were arlept robbers, having harassed the 
crooks of the occupation by their silent and stub"oorn resistance, in certain 
uarts of France having rescued and protected at their own rish and peril the 
aviators whose machines had been hit and shot down, for which they never 
asked decorations or medals of the liberation; surely some of these flyers, 
your compatriots, will remember this assistance. 

In 1944, the period of the liberation, when the Communist party, taking 
advantage of the resistance, often joined the great party of the true resis­
tance, entering the ranks and the younger ones enrolling in Leclerc's army. 
'rhe party was preoccupied in assuring its political predominance. It was 
disgusting to Frenchmen to see Thorez, who twice deserted in 1914-1918 and 
1939-1940, passing through Germany to reach Russia, becoming Vice President 
of the Council of State, Duclos Vice President of the Chamber of Deputies, 
Sillon Minister for Air, Lauel (1) Paul head of the Industrial Convention, 
and finally Lautey, a former officer and deserter from the Black Sea fleet, 
these and others, occupying and distributing the offices of the Government, 
all incapables who had no other qualification than the card of a mil itant 
Communist, and it is in their hands that we have placed these funds and 
these assets which have been held u~ in your banks, which permitted us to 
have a small guarantee for the future anet to assure for them the revenues 
which belong to us privatemen since 1939-1940, following the blockiIig,~of 
these funds, to defray the expenses of the propaganda which was raised 
against this party provided with capital and resources which .ere not blocked, 
which certainly move freely at present, which propaganda'produced resUlts in 
the last municipal elections, but our resources are tied up, notwith~tanding 
our intense labor, and we counted on the revenue which we should receive on 
account of the cessation of hostilities; the blocking has only held this up. 
We ought to explain to you that if these assets or money had. been in ]j'rance 
instead of deposited in your banks or with certain other bankers, they would 
ha.ve been seized by the Germans who rob-bed us. At present the menace which 
hangs over us is exactly the same thing; we find ourselves in the same situ­
ation. We have been taUght to have confidence in the pledged word and to 
lend our money which normally shoUld be returned to us. Genoany again has 
the excuse of the war, but here these operations are not present in the same 
degree, the more so because it has affected those who have done the most 
work although it could be said that if the negotiators of finances had 
assumed their responsibilities, an economical administration in accordance 
with the needs of the country, France would not be obliged to beg and we 
would not be beggars. Only one small country which is famous for its honesty 
and respect for the pledged word and for its signature has resisted all 
pressure. This country, which has failed to be (illegible) such a place at 
the side of the (illegible) and has had the opportunity of not being one, 
has perfectly understood the French and itself transferred these assets to 
the shelter of the banks in 1940 in order to protect them. The (illegible) 
~hich testified to the American People was deceived, since today it has 
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oP90sed the blocking under certain vague pretexts. These are not enemy 
funds; altough you recognize that they are French, these assets, restored 
to the French without formalities, would certainly be more useful as anti­
Com~unist propaganda than all the dollars you could advance. If we examine 
the situation, you will recall tha.t in 1910 the ~rench subscribed a 4-~-% 
RUssian loan whose arrears have ceased to be paid end whose ammmt was never 
paid in gold at that period. France is the creditor of a large sum of gold 
since she alone suffered to collect the amount of dollars which should be 
sent us, the ~~ount never reclaimed from the Allied nation which seems to 
be one of the major ~roducers of gold. 

Still earlier the Frenchman, Lafayette, did not hesitate to giye America 
whatey :: r gold he could get together to a.ssure her Independence. It is never 
the idea of the French to act superior to de>nand it althollgh due. We had a 
million and a half dead in 1914-1918 but we assumed the restoration (7) of 
our country alone. 

Mr. Secretary, I could go on longer but I excuse myself for this long 
letter and I hope again that in the light of this explanation you will reach 
your own desision which you believe just and equitable. 

Please accept the assurance of my high regard. 

/ s / P. Re i (?) 

Please note that this measure affects persons whose age is between 
fifty-five and seventy years or more. Those who have been able to unblock 
their assets have gone to the United States; the others who had confidence 
in you remained in France and that is the only difference. 

Translated by ?f~~ 
Treasury Department 
Division of Loe~s and Currency 
3/11/48 
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Treasury Department 


FOREIGN FUNDS CONTROL 

February 27, 1948 


GENERAL LICENSE NO. 97 
UNDER EXECUTIVE ORDER NO. 8389,'AS AMENDED, 
EXECUTIVE ORDER NO. 9193, AS AMENDED, SECTION 
5(b) OF THE TRADING WITH THE ENEMY ACT, AS 
AMENDED BY THE FIRST WAR POWERS ACT, 1941, 
RELATING TO FOREIGN FUNDS CONTROL. 

General License No. 97 - (1) Property licensed. A general, li ­
cense is hereby granted licensing, subject to the exceptions of para­
graph (2) below, the following property to be regarded as property in 
which no blocked country or national thereofh~f or has had any in­
terest: Property in sny account on February 1, 1948, and any income 
subsequently accruing from such property, where the total value of the 
property in the account on such date was not more than $5,000. 

(2) Exceptions. This license shall not apply to any property of 
any person resident or organized in Germany, Japan, Hungary, Rumania, 
or Bulgaria, regardless of the citizenship of such person. 

(3) Restrictions of General Ruling No. 11A. Attention is di­
rected to the special restrictions contained in General Ruling No. 11A 
pertaining io dealings in certain property in which there is any in­
terest of Germany or J~pan or certain nationals thereof. 

(Si gned) John W. Snyder 

Secretary of the rreasury 

AUTHORITY: Section 131.97. issued under sec. 6(b). 40 Stat. 416. 966. sec. 2, 48 Stat. 1 • 
• 64 stat. 179. sec. 301. '66 Stat. 839: 12 U.S.C. 96a. 60 U. 8.C. App. Sup .• 6(b): R.O. 8389. 
April 10. 1940. as a.ended by R.O. 8786. June 14. 1941. R.O. 8832. July 26. 1941. R.O. 8963. 
Dec. 9. 1941. and I!:.O . 8998. Dec. 26. 1941. E.O. 9193. July 6. 1942. as a.ended by R.O. 9667. 
June 8. 1946: 3 CFR. Cu•• Supp .• 10 F.R. 6917: Regulations. April 10. 1940. a ,s a.ended June 
14. 1941. February 19. 1946. June 28. 1946. and January 1. 1947: 31 CFR. Cu•• Supp .• 130.1-7. 

11 F.R. 1769. 7184. 12 F.R. 6. 
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TREASURY DEPARTMENT 


Washington 


FOR RELEASE, MORNING NEWSPAPERS Press Service 
Friday, February 27, 1948 No. S-645 

Secretary of the Treasury Snyder announced today that the freez­
ing controls have been removed from blocked accounts where the value . 
of the pioperty in the accounts on February 1, 1948 was not more than 
$5.000, and the accounts are held for persons residing in any country 
except Germany, Japan, Bulgaria, Hungary and Rumania. 

Treasury Department officials pointed out ~hat the automatic re­
lease of the smaller accounts,. the total value of which is relatively 
sma II, through today's issuance of Genera 1 License No. 97 wi 11 enable 
the European countries to speed up action on the certification of the 
larger accounts. Concentration on these larger accounts will afford 
the greatest assistance to countries likely to receive financial aid 
under the European Recovery Program. This action is in line with 
Secretary Snyder's letter of February 2, 1948 to Senator Vandenberg. 
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/ 
MEMORANDUM FOR THE FILES 

March 3, 1948 

Re: Technical Committee for Swiss Problems 

1. 	 Organization of Technical Committee 

On February 25, 1948 Mr. Richards, Chairman of the American group" and 
Mr. GrH.ssli, Chairman of the Swiss group, decided that many of the problems 
which the Swiss wanted to consider in connection with the termination plan 
for Foreign Funds Control involved technical problems which could better be 
worked out by a small committee group. 

The American representatives of this technical committee consist of 
Rella R. Shwartz (Chairman), 1Jargaret W. Schwartz, and Edwin Rains for the 
Treasury; John Lamont, Leon Brooks and Philip B1ack1ow for the Office of 
Alien Property; Stanley Metzger, and Ely Maurer for the Department of State. 

The Swiss committee is composed of the following: Dr. Jann (Chairman), 
~!Iessrs. Kappeler, Gut, Luterbacher, and"Bruppachero 

II. Problems Considered by Technical Committee 

The technical group held committee meetings Wednesday afternoon 
(February 25), Thursday morning, and Thursday afternoon (February 26) dur­
ing which tiwe the &triss group outlined in some detail the problems which 
they desire to have resolved in connection with their further operations 
with respect to blocked fu.nds. 

The following is an intemization of the problems set forth by the Swiss 
group With a summary of their' comments with respect to each item. 

A. 	 Extension of time for processing applications on file with the Swiss 
Compensation Office as of June 1st 

Swiss comment: The Swiss pointed, out that they have been pursuing 
the following procedure in connection ivith the handling of applications for 
certification. Persons who hold assets directly in their own nrune in the 
United States would ordinarily go to the Swiss Compensation Office and apply 
for certification. In these cases the Swiss Compensation Office conducts 
the entire investigation. 

In cases where the accounts are held through Slriss banks the major part 
of the investigative process in connection with certification applications is 
made by the bank of which the individual is a client. In these cases the bank 
does not file applications 1~th the Swiss Compensation Office until they' have 
completed all the investigative work with respect to the clients accounts. 
Accordingly, it was pointed out that the banks could not under present pro­
cedures complete all their a.ction on their clients accounts by June 1st and 
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therefore could not have these applications on file with the Swiss Compensa­
tion Office by that date. However, it was pointed out that these banks could, 
of course, file with the Swiss Compensation Office immediately a form which 
would be the equivalent of an application f~ with the Swiss Compensation v 

Office before they conducted their investigations so that these cases could 
be considered as being on file \tith the Swiss Compensation Office as of June 1st. 

If the Swiss adopt the procedure of filing immediately with the Swiss 
Compensation Office applications for the certification of pure Swiss accounts 
so that these cases could be on file with the Swiss Compensation Office as of 
June 1st and thus be within the category of cases which could be processed 
beyond the June ls t deadline in accordance va th the existing General License 
No. 95 procedure it is estimated that the Swiss would require at least four 
months beyond June 1st to complete action on these applications. This estimate 
is based on the following: Beginning March 1st it will take a bout two weeks 
for the banks to file With the Swiss Compensation Office a form equivalent to 
a notice of application for the appropriate accounts. Approximately six months 
would be required by the banks to complete the investigations on these cases. 
Thereafter it would take the Swiss Compensation Office approximately two weeks 
to clear the last of the applications out of Switzerland and have them in the 
hands of the American custodian of the assets. 

American comment: First, the Swiss were assured that the statement in 
the press release, issued March 1, 1948, to the effect that "After that date, 
outstanding licenses authorizing withdrawals or changes in the assets will 
become inoperative." would not prejudice an arrangement on this subject of 
the time extension. 

Secondly, it was pointed out to the Swiss that any extension of time, if 
granted, Would apply only to applications involving funds of persons who did 
not require cross-certification. In this connection, a Swi~s organized company 
which has foreign shareholders would not be considered a Swiss person. 

B. Authorization to certify following categories of funds 

1. Funds blocked as German and Japanese but owned by: 

(a) 	 Swiss persons in those areas 

(b) 	 Non-Swiss persons (other than German and Japanese) in those 
areas holding their funds through Switzerland 

(c) 	 1lA persons who reacquire Swiss citizenship and Swiss residence 

American comment: In connection with this request the State Depart­
ment representatives pointed out that the status of German and Japanese assets 
was still unresolved. Under the circumstances this Government could not make 
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any special exception on behalf of the categoIJT of persons in which the Swiss 
were interested. MOreover, it was indicated that Foreign Funds Control was 
not even taking any action on the f\mds of American citizens who may still be 
residing in these areas. 

2. 	 Funds blocked as Bulgarian, Rumanian, and Hungarian funds but 
owned by: 

(a) 	 SWiss persons in those areas . 

(b) 	 Non-Swiss persons (other than Bulgarian, Rumanian, and 
Hungarian) in those areas holding their funds through 
Switzerland 

American comment; With respect to this category of cases also the 
State Department indicated that since the treatment to be accorded these funds 
was still not resolved by this government it did not appear likely that we 
could authorize the Swiss to take action with respect to the funds held for 
the category of persons in which the s\viss were interested. 

3. 	 Funds blocked as Spanish, Portuguese, and Yugoslavian funds 
but owned by: 

(a) 	 Swiss persons in those areas 

(b) 	 Non-Swiss persons (other than Spanish, Portuguese and 
Yugoslavian) in those areas 

American comment: Again the State Department indicated that this 
goverru~ent had not yet set up a procedure for handling the Spanish, Portuguese, 
and Yugoslavian assets. Under these circumstances it did not see how any 
special authorization could be given to the Sv'1iss to act on cases involving 
assets blocked in the names of residents of these countries. 

4. 	 Funds blocked as Swiss and as another General License No. 95 
country but ovvned ?l: 

(a) 	 Swiss citizens in those other countries 

(b) 	 Swiss companies more than 25j; oVffied by shareholders in 
those other countries 

(c) 	 Swiss beneficiaries of income from trusts created by 
persons in other 95 countries 
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Swiss comment: First, the Swiss pointed out that they would like 
very much to be able to certify their citizens residing in countries like 
France, Belgium, and Holland 'Nithout requiring such persons to obtain a 
cross-certification from the other government. They pointed out the Swiss 
Government's interest in protecting SWiss citizens residing abroad, who 
actually must reside abroad because of the limited possibilities Within 
Sw-ltzerland, from the mobilization and tax decrees of these foreign govern­
ments. They did point out that the French Government to date is not mobiliz­
ing the assets of non-French citizens residing in France although they may 
require the turn over of current income. Belgium and Holland, however, do 
exercise control over the assets of non-citizens residing in their areas. 
It is estimated that approximately ~2,OOO,OOO represents the assets of Swiss 
citizens residing in 95 countries, the majority of Which is owned by persons 
residing in France. The Swiss indicated that they/would be very glad to give 
us the names of those Swiss persons in the 95 countries whom they would like 
to certify Without reference to cross-certification on the understanding, of 
course, that this information would not be given to any other government. 
Moreover, the Swiss indicated that they were in a position to investigate the 
possibility of en~ interest in the funds of these persona because of the 
close supervision which the Swiss in foreign countries are obtaining from 
Swiss consulates, etc., in those areas. 

Secondly, the Swiss are very anxious to secure a ruling from this govern­
ment that a Swiss company organized in Switzerland is a real Swiss person re­
gardless of the nationality of the shareholders in such companies. This is a 
principle of &viss law which they state must be maintained. 

Ame.rican cormaent: It was pointed out that it is our pracuce to 
pierce the corporate veil and look through to the beneficial ownership of a 
~ompany in order to determine its nationality for purposes of our certifica­
tion arrangements. There was no possibility that this principle could be 
modified so that actually no hope was held out for the Swiss in so far as 
their request involving the Swiss company certification was involved. l~re­

over, it was indicated that the problem raised intercustodial issues which 
could not be resolved by this group. 

c. 	 Disposition of problem cases 

1. 	 Swiss desire to certify Swiss companies where beneficial owners 
of a Swiss company cannot be located 

American comment: First, it was suggested to the Swiss that they 
might get some figures to sho.v the size of the problem, i.e., the number of 
companies where it is impossible to find the whereabouts of the shareholders. 
Secondly, little hope was held out to the &viss that any ruling could be made 
with respect to those cases at this time other than that the assets would be 
runong those transferred to the jurisdiction of the Office of .~ien Property. 
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2. 	 Family foundation cases 

American comment: It was indicated t..l-tat to date these cases have 
been resolved between the Swiss Compensatj.on Office and Foreign Funds Control 
on an ad hoc basis. There did not appear to be any reason why this procedure 
could not be followed in the futureo 

:3. 	 Swiss assets held through German banks 

American comment: It was suggested that Mr. Luterbacher of the 
Swiss Compensation Office discuss the facts of these cases, which did not 
number more than two or three, with Mrs. Margaret ScJ:rwartz to work out their 
disposition. 
cases. 

It was felt that some way could be found for handling these 

4. Cases which Swiss cannot certify "without prior consultation 
with Foreign Funds Control 

American comment: Foreign Funds Control indicated that 11 cases were 
submitted to the S~dss Compensation Office as those not eligible for certifica­
tion without prior consultat.ion with the Treasury ~ To date three of t,hese 
cases have been resolved. It was recommended that the remaining 8 cases be the 
subject of discussion between Mr. Luterbacher and Mr. Gewirtz of Foreign Funds 
Control With the view to crystalizing the remaining problems in these cases so 
that they can be resolved as soon as possible. 

5. 	 Bulgarian, Rumanian, and Hungarian persons permanently 
o~tside those areas but in Switzerland temporarily 

fuaerican COTIllilent: To meet their temporary difficulties we are 
prepared to authorize living expense allowances up to $1,000 a month, plus 
traveling expenses. Accordingly, there should be no immediate hardship. 

D. 	 Application of General License No. 97 to Swiss omnibus accounts 

American co~nent: It was again indicated that before action could 
be considered with respect to this request the Swiss Government would have to 
furnish the Treasury Department with sOIlle idea of the amount of funds which 
would be affected if General License No. 97 were applied to Swiss omnibus ac­
counts. In this connection Mr. Jann advised us that he would ' innnediately 
cable the Swiss Bankers Association to get up figures in this connection from 
some of the larger Swiss banks and a representative group of the smaller banks o 
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The figures which are to be supplied will indicate the total amount of 
blocked funds of each bank and the approximate amount of the funds which 
would be affected by the unblocking of the $5,000 and under accounts. 

E. 	 Authorizatj_on to certify liens acquired a£inst French assets 
after the French freezing but before the iss freezing 

American comment: It was indicated that we could not recognize the 
effectiveness of changes in French accounts after the French freezing without 
there having been a Treasury license. 

cc: 	 Southard; Arnold, M.Schwartz, Rains, Metzeer (State), Sham (O.A.P.) 

Tomlinson .(Paris), and ostrow (Bern) 
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l'rEI,iORAi'J' lUlj 


ON ~l'I£ ~\,TTITUi)E OF 1'I"f: TINI'l'E;D STNn:S 'l'}/}:A;3UHY 


TCHA!l.D FORd: I(j~; .FJJIUIT GJ\F ITAIJ IH TIL::: UNITED S~,'ATI~S 


Persons who at, present are taking it upon themselves to change the tradi­

tional rules of respect for private property in connection with capital which 

has sou~,ht hospitality in the 'United states, lTUlst answer to the public and ,their 

o1!m conscience a number of Questions which are being raised by this violat ion of 

private international law. 

'Nhy did such capital seek refuge in the Uni.ted StatM" and why ....vas it not 

declared to the French Government'? In this connection it should be stat.ed th.a.t 

the 'iuestion of declaring such ca!?ital l/oJaS first raised early in 1945 at the end 

of the war, at which time the French Goverm:ent had practically no external debts 

in foreign exchange. 

A.--On the one hand, people had no confidence in the terms on which the 

1!'rench Covernroont r,tight reCiuisition such assets. 

Leam('\j_Ie it has been seen, that those 'who declared their assets found, 

especially insofar as American securities are concerned, that they were requisi ­

tioned on July 6, 19Lf7, in French francs on the basis of 120 francs per dollar, 

i.e., at a time when the actual'::" rate of exchange, r8.tified since then at the 

ini tiative recently taken by the French Government, rang ed from 300 to 350 francs 

or approxirro.tely three times Las hiZh as the forL1er rate_7. 

Even after the creation of a free market for the dollar in Paris, the 

French Government has been paying and now continues to pay on tha t basis for the 

items requisitioned by it. 

----,.-~------.------'-----

i:'T:canslator's note: Obv:Lously meaning hlack lIfl.rket. 
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Any authorities imbued with a sense of eq11ity would realize that assistance 

should not te given to g overnmmts which have succeeded each other since li'oera­

tion and which have acted ...vith obvious dishonest~r in regard to the savi!1;'s of 

this country. 

Mr. J. Snyder should ask his conscience whether it is advisable to recom­

mend to the French citizens to· accept such payrrent or whether, on the contrary, 

it might not be '''fell to suggest to the French Government that it reestablish, 

retroactive to July, 1947, a sJTstem of requisitioning on the basis of what in any 

civilized country is tern~d fair and prior indemnification. 

B.-On the other hand, however, flight capital has been comtemplatinG more 

serious contingencies, namely those of subversive moves directed against the 

deuocratic institutions in France. 
, 

The owners of such capital have during the ,val' witnessed the prosecution 

of Jews and the miseries and despair into which the latter were plun,:;-ed when; on 

the face of such persecutions they were stranded abroad vuithout any reserve for 

themselves, theirlvlves or their children. 

Iiir. Snyder should also consult his conscience as to wl'lat he would do if such 

an event -,1,I'ere to recur, and whether, if the requisitioning should be carried out 

as contempL'1ted, a great many Frenchrren who, in an effort to preserve their free­

dom, might seek refuge in the United States, would find that they have been de­

spoiled of the assets which they had built up of their own free 'rill. 

r r. Snyder may, by t~ way, answer this question as of now and ask himself 

whether, if such a reQ1Jisitioning program had been carried out with respect to 

Czechosloval< citizens, he muld have acted as a man conscious of his duties by 

substituting his decisions for those which IllllSt be m3.de by the citizens of 

forei6'n countries in view of any contingencies which nay concern them. 
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C.-In conclu.sion, if the United States feels that Western Europe should 

be helped in order not to lapse into confusion and chaos, Y{ould it not be ad­

visablefor that great country LUDited States_7 to act on the strength of its 

own means instead of forcibly borrowing fron citizens of the Western L1\uropean_7 

countries, thus exposing them, their families and the vast najority of their as­

sets to the dangers in question. 

(Signed) 	 S. ~,~. 

March 1, 1948 
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1nJ that. he .lMId ~~ lit \be ta1loher 1D. 1937.*,... proP1A7 belO.Iapd to \be 
appl1G..t. Ap1M1. appllo_t,'. ·o-lJda an \be tae,-" ttun ..~ bl'o-.r, .~ 
co._ Gt ... 1a 1940, • toZlial aoooatlq _1114 ....__ft Mea ~ble A an 
eu1!... da1itt1 ~~.." DD_~I b1a Wda to OWDti1lblp of '. ' JIbD~ aoooot 
s1no. l'»6, wS.\bdftIf.,..,. ~ of. the aooo1lJlt Uder' . U..... Io. Quel, 
tu:r\ber, baa "JlO.l"W 0Dl¥ ~.t \be s.aoc. to~ ' (tbi t.,.;a. ,... 
~ haY1D& .......blaabed, 1~ it _.w that. be 1dl1 .. _D4ed N1Nra ,.. 
1947~ of .,~ .,.. tIMt 'p~ __ CftIlW '" ."u.- _ ; tala ........ 
&lid . . afle .. da1Ie on Ifld.oll ,t. 's.. ...... .~ t..-.. b \hi pNJ*'\7 
bM been ·ext1Iap1ahec1, ud ftll.ll.J'~ ~, SA apt• • 1 .. kDowl...... to 
beMf101al ~, o1.',,*, by ~ otneW til ~ ot tM ~. ftPOl'W cm 
the D'R-300 that. the pt"OpttftT .... owned • all .1x bwthua ..... 11.-.. 

(Signed) R. R. Shwartz 
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111 nplJ' pla... 

reter tit I 10S946 
 IARo-t9a 

lour lett.r ot r.bNary 13. 1948', acklNa-.d iO Seer-tarT ~.. 
in ..bloh fl)u __, 0" SMNt.1u7 r t • lei_r or r.lIl'U.U7 2, 1 ,8 
to SeatoI' V....ber, .. __ reterrect iio _ for J"tJal7. 

At boa.... 1\ ..:ulcl be iDCl:1oaW tba\- t.a. plu .acri~ 1n 
\rut ntenmae le\wr. a 001'7 otWh14h 1••MloMCl.... _, te 
tbat t.b1. .....a\ 1d.ll. 11.... '- 10M SWig Gow~' __ nlwof 
tlw ....... l.t pena1u to pe,..... bold1uc ....v iD tM S"-•• 
throv.p awua .. UeobwaaW1Jl ....u. It, » ...., pJ'O'rl." 

t uw tn... of W. Propen,- .u.l --1.\el7 .,.. ....e1pt of .. 
·CfIDtWI lat. 'ioII ·be...,.. t.o pl'OMN tor ftl'1D& ...to. bIIld ta 1111__ 
and Lleola~ UCIO\Ul_. 

'ftdI n.,,\ «be. aot. cle'81" to ftat pan 8If1.. _ . Ix., tile 
~.t. 01 elAlarbc ",p all puNl.J' awl......... no1d11la thair 'betac 
v••M4. tiS.....aS.ou·.ft bMn ba14 holt ~ te t4af W1t.h Np~'___ 
U ... of 'tIM OoWZI .at 011 \ax pro .,t_,,- tlaa _:nitlM.­
tioA p1'OOedVe. Ia W. .. UGn toM ar.s... Go hM poill\eCl 
ou"\ to _ ..\ • '- d.elbqun\ IIIl7 .s.*r 'oleu' "" hi. tM UpU_ 
OD the ~ d t4a aotaal. ,UabU111r, p.l..lt.I' a.nata pualt.1_, or :r1Pe1 " 
IDOI9'JIIOU hoII b tudIII autl»ritt_ to' p&J1ft& a .. of SO fd bl, 
.... '\0 ..... ewu. Go~Bt. l~ 1. au WIIIh!'lt'Ulld1nc \M.' t.a: 
peul.U.. .,.. _~oou1derabl.T leu tUD SO, .-p' 1n the cue oft_,... 811D. 

< 

P.... 1Ibe 111__ ail ~.if7 oil.red • In 0111' aNt. 
ntOteD Uauaato... wtt.h \be s.u. i.\ .... Wo~ pobW on t 'hat a 

a~.. 1A tale ~ ,..:1. p1'G'fla1oll Id. t. urap Sri•• .-none 1n 
HOur1nc CIIeI'td..fl,oa't1cna of tMSr ....t. 111 ,he UldW sta... 

• u. tu.ll¥ epP"Ol~u'v. 01 the problaa ..t t.rtb fA yov letter. 
OIl ...~ ,.... "''UDa '1''''1117 P,...... tor aeour1nc tb. WI­
bl,ock1JII of .. twKl., tor .~. 1. bued oa the pN81ae that t;he 
klaa (bY.l'IQMftti 1. tM onl7goftl"hMIl~Wb1eh ... adequateq uftat.1gata 
thtt trial onenhip .t ....ta a1l.e~7 belA tor Swi•• peJ"80DaI 1d.tb1A ita 
JvllNll-et4eA. ~.. tbe alIi.. of ~ iTo'Ptrir' follow the pl'O­
ceG" 'a ....CUOD 1d.t.h the rtla of .tuasa, dther .tore OJ' ~ 
y••ttaa, ot oeDaOlt.1D& Wi~ tbt appropriate ID'NIIIMIlt. 111~ napeeii to 
tM pnol ..batt.W '0 • - • that tb8n 1e DD ....., int.er.'" i" ,..n1nlu 
twIda. 
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In ooDOlu1oa i' nould be pointed out. that the aceral ob8ern­
tiona you IIIke w1tb N.~ot to tI:w .a.eta of the pl.it.a wn caNf:ulJ.T 
connd.erecl b7 b Ifational AdYiIOl'7 Counol1 b~tore it fo1"lllDlaW t.be 
plan ..t forth 1n its 1e~r 01 Februar7 2, 1948 to Senator V"nb.ra~ 
On balance, bonwr, 1t .a ,the conaluion. ot b Oouo11 to tldopt. the 
plm .et toJl'tb in the retel"ence letter u tbe 0" be., oalOl4ated to 
_, til. nat.lonJU. in_rea' in Yi" ot the oirou.a~. 1n:volvt4~ 

Verr tru3.¥ 'JOlIn, 

fruit A. 8out.U.ni, Jr. 
Dinotor, Oft1oe ot IDteraa :otaal YiuDee 

, ,I 

1Ir. John F...... 
BTana, Hand 'Uld Iv.., 
129 Market S~t 
PiawftlOB ' l., In Jenq 

,/ 

RRShwarts.ltm 3/1/48 
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COPY: 

to
/ Members of the National 


Advisory Committee 


730 Fifth Avenue 
New York City 
March 4, 1948 

The President 
The White House 
Washington 25, D. C. 

My dear Mr. President: 

I have received a letter from Mr. Frank.A. Southard, Director of the Office of International 
Finance in answer to my letter addressed to you on February 6th, regarding the assistance 
the National Advisory Council advises giving to foreign governments in enforcing their 
foreign exchange laws. I beg to submit that the answer received is completely unsatis­
factory and doesn't meet the arguments put forward in my letter of February 6th in opposing 
such assistance. Mr. Southard has attached to his letter a copy of the correspondence 
'with Senator Vandenberg regarding the matter. The Council justifies its recommendations 
mainly on these points: 

(1) "That these are not ordinary times." 

I don't know how the Council distinguishes between "ordinary times ll 
, when respect for moral 

principles is our doctrine, and abnormal times, when considerations of expediency overwhelm 
moral principles. Hov/ever the National Advisory Council defines "ordinary times", the 
least I can say is that we have not been living in "ordinary times" since 1914. 

(2) 	 IISome European nations are in dire need of dollars to permit their 

survival a s free nations." 


I believe that even a superficial examination of the facts between the two world wars will 
prove that ever since 1918 many Europea.n nations have been lIin dire need of dollars to 
permit their survival as free nations." One of the rea.sons was socialistic policies, 
nationalistic policies, or demagoguery. 

(3) 	 IIAmerican taxpayers are being called upon to make substantial 

contributions to European recovery." 


Very frankly, this argument doesn't sound genuine, for the simple reason that the amounts 
involved are trifling as compared with the help we are requested to extend. I don't believe 
that our country should forego a moral principle for a few hundred million dollars when we 
are requested to spend at least seventeen billion for the recovery of Europe. Furthermore, 
the greatest part of these few hundred million dollars would return anyhow to their countries 
as soon as confidence, chiefly do¢estic. is restored. 
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(4) If it is sound policy to he~p foreign governments in coercing their 
citizens to do certain things for the sake of saving a few hundred million dollars, 
can the National Advisory Council answer the following question: n~fuy don't they 
ask the foreign governments to requisition from their citizens gold, in any shape 
or form, diamonds, platinum, silver, or even valuable paintings, which are readily 
convertible into dollars?'" If we are to for sake principles, Ie t 's at Ieas t do it 
for big stakes. 

(5) Can the National Advisory Council answer the following question: Since when 
are we subscribir.g to the doctrine that exchange controls laws are "in the national 
interest" of democratic countries? Is it not true that we are constantly advocating 
the removal of exchange controls, and that we have even made such removal a condition 
of the British loan of 1946, although we knew that it was not feasible with the means 
provided? 

Respectfully, 

Philip Cortney if 



I · · • 10~449 
TRANSlATION .r I f J.~ ' , .~ . ! ..... ~ '\ y / March 6, 1948 ;; ~ ~H L ~ r~ ·~4 

II.iII; . • 

l(v dear Mr. Secretary: BO u~ . . ~., ..... . 
r• . " l.<....•t'fr~IAl. 

I take the liberty of writing to you after having read for sev~w~~). ~: ~( 
in French and Swiss newspapers the decisions which you intend to make wi th re- . 

spect to French assets blocked in the United States under cover of Swiss banks. 

If you had been living in France for a long time, you would understand why "average" 

[middle class] Frenchmen who reced. ve no retirement [pension] from the Government, 

have brought enonnous sacrifices in order to build a nest egg for their old age 

when they can no longer work and to protect such savings from devaluations, [and the] 

couvetousness and squandering by the governments which succeed one another in our 

unfortunate countr.y. Those deposits of which we have been deprived for so manr 

years, represent a combination of privations of all kinds and extra work which you 

cannot imagine. Furthennore, they [the deposits] were in America, the country of 

complete freedom, prior to the last war. The balance was sent in 1939 when it was 

feared that Switzerland might be overrun. We would really never have thought that 

a country as great as yours would trample on the principles of liberty, honesty and 

uprightness like the totalitarian countries or dictatorships. 

The French woman who is writing trese lines to you has been awarded tm medaJ. 

of resistance; her husband has likeWise been decorated with the war [iron] cross, 

because they concealed, at their home, arms, patriots and two American aviators 

who dropped from their flying fortress(es] when they were shot down over Toulon 

in June and July 1944. The name of the first [flyer shot down] was Joseph 

Lubliawski, the seoond was a lieutenant pilot by the name of Georges Russel*. 

We gave them lodgings, fed and clothed them and, at the same time, we had a 

Translator's note: 

*Probably: · George Russell 
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German officer [in the house] and German [field] batteries in the [nearby] 

CX)untryside. We did not hesitate to risk our lives and the lives of our children 

because that was our duty as French people, but todcw the Americans might remember 

this and return to us the nest egg [which we sav~d] for our old age, intact. 

There is no need for us to tell you how you should act with regard to these 

funds which have been placed under your protection, but we cannot believe that 

you would decide to strip those [persons], who trusted you in moments of distress, 

of capital which will be uselessly thrown into the gulf of nationalization and 

wasteful spending. 

If 	you wish to honor us with a favorable reply, kindly address it to 54.694 

B.M.A. c/o. Union des Banques Suisses [Union of Swiss Banks] Agence du Molard 

[Mola.rd Agen~] Geneva. 

We beg to remain, my dear Mr. Secretary, 

Sir.cereJ.y 	yours, 

[unsigned] 

Translated by: F.Neter, O.I.F. 
ah 
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to J 	 1Ir. BoDald SUa 
Seoretaq, ottic. ot Wn Propet"tJ' 
J)epa.J'Wnt 01 Jutlu' 

no-, 	 a.ua R. 8hwarts 
lot.il\lntreotor 

In vl_ ot tM 1art-llt t,roa1'er _ tM j~10UoD. of JOur 
Otfic. of all Pl'OIMII'V ~Idrll blooked 08 Joe 1, 1948, tb1. Ot­
flee oou!.den it adY1aabl. that 70~ 'be kept W.aed ot U7 
81p.1t1out. 11c4JJl81aa petI1oi.. wbloh .. t.el o~l1,ect to .,. 1D 
the realJd.1II period ot our ada1n1atN.:UoD et blocke4 property•. 

Fer 80M tiM DOW .. ha .... b&4 UDder couU.ration th. probl... 
tnvo'lved iA the oe1"i4tloaUon of ••tate, of blocked deM4eD_. It 
1, our YiP tDa~ 1\ s..bo\b 1apru~aa1 and u,1Ua' W nctuift that 
III hair otfUCh IIJl ••tate obtai. a ·cerUllcat1oll tro. the coUlltr'7 
in1fhich the d....' "AdM unle•• the heir 1, alao a na1c1ent ot 
that Country. ucorclizaaq, •• aN .. prepared, Oli appllcat:l.oa 
from. UI7 heir. i. outfl1d. of the COUD.tz'7 1D which tbe dece4••t 
HlJl6ed, to dattDl1Be bT .xardJllltion of mcieDCe n'tai t't.•d dlrectlJ' 
t,o ;ua tha tact of ewurabip ot the &aM. of that ••aw b7 tlI6 
declden" w, upQn .uch cieterainatioJ1, to lice.... t.be dlatrr1butiDn 
01 the ..ta_ k"p1D& 1D s1D:l \hat. tbe cl1.t.r1butJ1w allana ~ 
".ldel'l~ 01tt... ot rea1plent ooWltri•• aut M kept. bloek_ in 
Una Wit.h ~ YaDd-bera latter. • 
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orflCE of INTERNATIONAL FINANCE 

In reply please 
refer to I 109004 

Dear Mr. Cortn81's 

TREASURY DEPARTMENT 
WASHINGTON 25 

Fr:~ 26 1948 

Your letters of February 6, 1948, addressed, to the Pre.ident 
and to Secretary Snyder, in wb1ch you coDlllent on Secretary Snyder's 
letter of February 2, 1948 to Senator Vandenberg, bave been referred 
to me for repq. 

In forlllllatLlli the p~ finally expressed in the letter to 
Sanator Vlndenberi the National. Advisory COuncil gave careful consid­
ere.tLon to the very views expressed in your letters. In fact you. will 
note in examining this' letter, a coPT of which is enclosed,tbat the 
Council indicated that it bad seriousq weighed these considerations. 
On balance, however, it was the conclusion of the Council til adopt 
the polley set forth in the reference letter. 

In your letters you express the fear that persons balding 
the amaJ.l accounts ull be the ones DlIOst direc~ affected by' tba 
program. In this connection, your attention i. called specificall.7 
to the top ot page six of the enclosed letter in which it is indicated 
that -sman UM>untA ot property, s83 up to $5,000, Will be unblocked 
in the near future without requiring certificatLon or other formali­
ties except where a known German, Japanese, Hungarian, ldlmanian or 
Bulgarian interest exists. n It is expected that an appropriate license 
will be .issued in the near future. 

Vel'1 trul;r ",un, I, 
. _1.. Sou~tM.Af 


Director, Office of International Finance 

Mr. Philip Cortne;y, 
730 Fifth Avenue, 
New York City, New York. 

Enclosure. 
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TRANSLATION 

The United States Treasury has just publicly defined its policy with re­

spect to foreign assets which are still[at present] blocked in the United . 

States. 

This policy includes, insofar as applicable to French assets, the following 

regulations : 

I. ASSETS AMOUNTING TO LESS THAN $5,000 

Such assets are unblocked as of March 1st without any necessi~ for owners 

thereof to comply with any formalities, and more particularly without any need 

for such owners to submit a certificate of non-enemy ownership. Blocking is 

being continued to the extent to which the United States Treasury [itself] has 

knowledge of the existence of Gennan, Japanese, Hungarian, Roumanian or Bulgarian 

interests in such assets. 

II. ASSETS AlK>UNl'ING '10 IDRE THA.N $5,000 

A. -- Assets Held in the United States Directly in French Accounts 

These assets remain blocked. Owners [of such assets] may wit.'1in three 

months from March 1st apply for unblocking by submitting a certificate of non-

enemy ownership issued by the French Govermnent. 

Upon expiration of this period of three months, the Office of Alien Pro­

perty will proceed with a census of the assets which are not certified and will 

communicate to the French Government the result of that census. It will be up 

to the French Government then to proceed with iINestigatiom in order to find 

out whether or not there are enemy interests in the assets, the existence of 

which will thus have been brought to its attention. Those of the assets which 

will have been acknowledged as being free from en~ interests will be unblocked. 
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B. -- French Assets Held in the United States in Foreign Accounts (especially 

in the name of Swiss banks or Liechtenstein banks.) These assets remain blocked. 

Owners [of such assets] may within three months from March 1st apply for unblock­

ing in accordance witb the procedure now in effect, which includes submission of 

a certificate of non-enemy ownership issued Qy the French Government. 

Upon expiration of this period of three months, assets which are not certi ­

fied will be subject,. to a census for [purposes of] the Office of ./Uien Property. 

They will be considered as enemy assets, and, as such, sequestered b.Y the said 

Office of the Alien Proper~F. Such sequestration can subsequently be canceled 

only if the French Government, after having been informed of the n.ane of tbe 

real owner[s] of such assets, certifies that the presumption of enemy ownership 

is to be ruled out• . 

These various measures are in. close harmony with those taken, in turn, by 

tbe French Government, which, b.Y law of February 2, 1948, afforded owners of 

undeclared assets the opportunity to clear their situation Qy converting such 

assets into French francs. It may be well to point out especially tba t during 

the entire period of three months granted b.Y the United States Treasury, the 

rate of the special tax which must be paid by owners of undeclared assets remains 

fixed at 25 per cent. In fact, the rate of this tax will not be increased except 

on or after July 1st by om per .cent each month. 

Insofar as assets held in the United States -- for which non-en~ ownership 

certification is requested ottheFrench . Go'rirnment . 'bythe1r owaera during the 

period of three months granted b.Y the United States Treasury - are subject to 

requisitioning, indemnification for assets so requisitioned will be computed on 

the basis of the ex9llange rate for the do.llar on the free exchange market in 
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... .3 ­, 
Paris on March 1, 1948. On the other hand, no penalty will be imposed for delays 

in oomplying with the obligations provided for in the requisitioning regulations. 

On the other hand., the Government reserves every right to freedom of action 

in this matter of penalties with respect to the requisitioning of assets which 

mi@:'l t be brought to its attention in pursuance of measures which Will be taken 

by the United States Trea~ in regard to such assets as might not be certified 

qy the time the period beginning March 1st expires. ­

Translated by: 	 F.Neter, C.I.F. 

ah 
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. ~FCPFT National " '\visory Council 
Doc', ;nt No. 638 
t-1arch 18. 1948 

Mal"ch 17 j 	 1948 

MEMORANDUM To: National Ad~isory Co~cil 

From: Treasury Department 

Subject: 	 Swiss Proposal :tor Hai'ldling the Privat.e Blocked Dollar 
Assets. in the United states Held nu-ough Switzerland to 
Aid in the Europe~ Reoovery :Program 

I. The Problem 

A delegaUon of the Swiss Government is pressntly 1:n' the United States 
discussing wi ttl representatives of the Departments o'f Treasury f state•. ana. 
Justice its objections to the government' s pl~:m respecting S\>Jiss and ' ­
Liechtenstein blOCked assets which was set forth in the' National Advisory 
CoUncil's letter of February 2, 1948 to Senator VCJ.nd'enb·et'g~ This letter 
repre sehtsthe Council r s c'onclusions as outlined in It,iI..C.' D:ocbmen t Nb ~ 580 
of January 14. 1948. . . 

The Swiss delegation have recommended as a Gubstit-ute for the govern­
ment's plan the following: 

IIThis solution would consist in the earliest possi:t;le . 
mobilization of blocked assets in the United States,.' h-eld in 
a Swiss name. for the European Recovery l?rogram, bym'eMs of 
a loan iSsued by the !nternp.tional Bank for Reconstiuction 
and Development, An agreeoent would hf'.ve to be r'unchcd with 
regard to t~e following details: 

(-a) · 	 Condi tiona of eligibility of the owner to subscribe 
anooy.IDDnsl;r. 

'(b) 	 TermS of the offering and interest rate. 

(c) Date 	of maturity. 

(d) . Period of time during wtlich subscriptions may be 
entered. 

(e) 	. Possible further conditions, such as tempore.ry 
restriction with regard to the marketing of . 
the se securi tie s. 

"The proceeds of the loan would be reserv.ed for the re­
cipient countries, primar.ily France, according to the articles 
of agreement of the International Bank for Reconstruction 
and Development.~ 

SECRET 
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II. Discussion 

Critical Malysis of the S\·/iss plan can, of course, not be made on 
the basis of the above. However; reference is made in this connection 
to N.A. C. DocuU1ent No., 580 where a plan involving the use of the Inter.,. 
national Bank was analyzed by the National Advisory Council at the timo 
it was formulating its program~ Thi s pla.n was rejected nt that time 
since it was ' t~e conclusion of the Council that the disadvantages in the ' 
proposal outweighed the possible advantages. Thes,e disadvrultages "'ould 
inevitably be tnherent in any plan, regardl0ss of its individual features, 
which was prem~sed on the use Of an International Bank loan, 

III. Recommendati'on 

The fQllo"ing recommend/'ttion is sub.ai tted for the consideration of 
the Nfl-tional A9-visory Council: 

The National .h.dvisory Council agrees thnt the proposal of 
the Swiss'1Delegation for the mobilization of blocked assets 
in the Un~ted states, held in a qwiss n/'tme, by menns of a loan 
issued l;li. the Intornational Brulk for Reconstruction and Develop­
ment, is iunacceptnblo to this governnent. 

", 

SECRET 
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lJ'oa. 	 Iar....~ I '., &alIweril, 
Cble.t, Lloeu!ncl.livhl_. 

1a • to ,. _ JIOrwwa t4 March U, 1948. ~aull1'U. 
• l8ttu _ ted 1l 10, 1948 tr_ ~. G~aU7 !~ COIIpIJf • a.t tar 
flPca the ttb-COIlldttH on J'onlp J\tJIO floJ\tJ'ol, l'eq et..tn olarUiutton 0: 
eerta1n.qUHtt-. ar~ UDdeJ' General a--. o. '11. 

ith HIpIt'O't to \he ,_at.t.. rain4 b7 ~ Gtaliranv t ru'. ple,.... 
Mnle that it ~ the ~" poa1\ioD tbat M ., 

III u.l1Dc flo. 11 aboul4 not be aonaUenG .. _]*rate MC til ,. t.'bII 
mD''1:lllllte of vDbleoJd:ac lmder aeneral L1~nae • 9'1. n. tbat _srta1Ia 

IRa _14 1u a-lbuti aCOllWli. tIN, dat ;. Ubac1 tv "MOIl ot tbo1J' be:w1Dl 
'bMA ntUW . oertJ.rW 1Ulder a.a.al ~ o. 17 ie 1101. cona14vd 
u a .uttte1at Na!a to Hprti such p-ope.rty as brl11J& held 111 ., a,,.a. 
~. 

1th "8pe~ to the q~.\tona ~daed 01 tM· SD-Coattt.e, our 
poe:ltiOJt ta .. toll... 

1. 10 '; 

2. Ie 

,. 10. BGWe"fU U the eontiDpnt~r.at oaD be' -val 
the j<.bruar7 1, 1948 1'al:u. .. '5,000 .. leaa 1t IIQ' "le 
l.1be.. 110. ",. 

4. 10. 1rM ... pho1ple .., forth 1& , ahOM a . u.•• 

,. h"oplri7 of}; 1iIU 'W .0 .. "ebJtt:&aq 27. 1948 war. rAi.Uq in 
Ge~t J.~, Bulger1&, Buncas7 .. ltwD&r&J.a 1a axc \ hoa Oaezou Ltc 

, . ",. 

6. "he ....to of t,h8 (Mrav.l ltul1q Ho. 6 aeooum. ahoulAt be certified 
tmd8r Gttaanl L10I Mo. 9'.. . 

RWUlu.-,.bb )/23/48 
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lO9l'J 

10 • -!t B. ,..,wal, 
OlWtt,on!,p ~Oo.utr~ ~_JRJ 

r.serat I.e••,. BUk of ...' r.t. 


l~o:a * larauet... obII.na, 
C~!, U-u!Jac ])1",1iI1_. 

eten 1a ad_ to .,_ of 11, 1948, vau.ltt41ta 
• latt.r 4ated . 10. 1948 tr_ ta 'h'ua" C _ • letter 
hom t.bf, u.b-COllm1ttM on J'orelp1 J\mdI Oont 01, "q~at. . olarlf1eatt.on at 
eert.a1n· q'-lttOlUJ arta.1Q, uaa.e.. Generu ~ o. VI. 

ith ft.pei:t to \he 4,uaat.1CDI ra1aed b7 the. Guaran'\7 Tn&a~, plea•• 
adT1•• tbt it 18 tile 'rn• ....,.t. porit1on that _aor aOQOQD urAer 
............,ral Rul1ll£ fifo. 17 ahOlllet not be GOlla ' red .. _ parate ~ . :ta tor tba 

peR of UDbleoktna UDCktr ~D8J"al lJ.oenae, • 9'1. ru.taat tbt .1'ta1Il...ft_ held 1n ca'(bwi .c~ are d1at1Ube4 b7 rod. of theb' ba.~ 
bMD i1dentltW ar L1"Ut1ed lWiar Geacal ul1Dc No. 17 itt not. OOJl51d.ved 
.. a 5ut1'1ct.nt 'bu1a to NpN snob property .. be11fl 14 in ...paraie 
aooomt • 

. .ith napect to the que.tiona ra18ed by the ~uD-00llld.tW•• our 
poelt10D Sa .. toll.... 

1••• 

2. Ie 

3. !io. Howe,.. 1t tho continpnt in~re.t be • .,.1 ted aDd U 
the l'ebn&ry 1, 1948 .uu. ... . ',000 or lea. it aq naaated ~General 
L1ctDM ... ". ­

4. .... fta .... Jil'tu.1~ en f'crtb ill , alx7M. 188. 

5. hope"" oS ~......1\0 ' Felmlal7 Z1I. 1948 _" ~.1diq :fA 
Gwl"JllaZO'. J'apau, Bulgaria, Runpr)' Ql" luania i. a.cl.u4t1d .fr()ll o.J»~.l l.1a$nae 
lio. f/'I. 

6. ,_ ....ta of tbII Cel2V.l Rul~, Ho. 6 ao:couJJ\ .bou14 be certU1ed 
r Geaeral L1oe... • 9'_ . 

l\'Uu..,ebb '/23/48 
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MAR 2 4 1948 
loaMtS 

This is witbrererencs 'to !nquirles which Foreign Funds ~nt1'Ol 
and the F.deral , Reserve Bank have been , reoeh1.tlg clving tM past' _ 
weeks respecting the effect 0,1 tl'wi ' 'transter of jur1s4ictclon over' 
block.: &aaeta from Foreign lunds Control in the !reUU1'7,tDepartaent 
to the oit1~ or .allen Property in the D.epar'bHnt or ~stf~Ct. , 

At-this t1ae it 18" ot couriu~:, impossible to an~olpate the 
proc~Ures wh10h nU be est;!~1~hed by ,the Of.floe ot :Al1enPropertT 
for administering aasats underth:erprogram. In Yinotth.e purpo••• 
o! the progna~ bo1f.v.r,l~ 1* , no:~ hO" antiei.pated that tbepm_u.ne 
will in substance be dfr.cte,d toward ' tae reblooldng ot .~••te wh!.ch 
have been releilsed under 'freasu.!7 licenso. On the other haftd, I'JIl\UIt 
po~nt ou'b that the ata1.teunt ia the preas release to 10M e!'t"t th&" 

, .:ter JUne l, 1948 "the ou~ta,nd~, licensee authol'lalD:c w1tb4r~ 
9r change, in the as.eta w1l1 bacOJte 1noperati'V.- cl••r171apl1.. ' 
that t1ib~l" controls wlU be 1X8~1..d ' over the useta whioh ram 
blooked as of June 1, 1948. In-.t.I':J.. rtl8peC1t a. que.tioD 'IIa,. aria. .. 
to Blichuttera u the ••t1staction 0·' bank seMioecharges. ti · 
in't;ere,W &itnoiea ot thisgovenaent have never desired to prevent, 
'the ...tiataot1@ or 1 • ."t1:m.-.tAt charpa ,of. ~ld8 nature, and 1 am ~re 
tha.t they will \le approprlately- :recognised in the new pl'Oced'Ures.

(" . ,:, , . 

It 1. the hope at the rrea~ that appropriate el_en'ta or tb. 
PrQoedureswh1.ch are fiIlally d~lo,*, " 1h . eonneotic)Jl with \M, progJ'U. 

. ,.Ul be 41.cu8aed.tth theF~re:1it;l Exc~ee Camm1t,tee J wb1C.b bas &1i­
. ~qa. f,ltQNeO hrelgn Pimda ~ntrol .uch v.luabl.....i.tance 1n1~ 
opeft~o.JUt. . .J , 

VI1'7 trul7 lOurs, 

(Signed) Rella R. ShwartZi 

. a.la 11. ShWartli 
Aot1~ tlirect4r 

iir. loman P. navia 

Mailed from this 0 ffice
"eiatan\ ''ice PNaid.t.1i 


'.ral ...ene JIw.lk at ... Jolt!: 3/24/48 - ltm 

33 L1beriq S't;m'

J.. York. Be. 'fork 


~ 
/ RRshwartz:l tm 3/24/aa ·l ~--;... ,----

. ' . 
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'HONE FRANKLIN 8095 .lu~482 
/ 

FRANK PAUL ANDERWALD 

LIQUIDATING TRUSTEE FOR 
MANNHARDT &: VON HELMOLT 

77 WEST W.A.SHINGTON STREET 

CHICAGO 2. ILLINOIS March 

U. S. Treasury Department 
Eoreign Funds Control 
Washington, D. C. 

Gentlemen: 

A few days ago I received a copy of Press Service ~o. S-646 intended 
for release to morning newspapers on Monda~march 1, 1948, pertaining 
to the announcement by the Secretary of the Treasury that all blocked 
assets will be transferred to the Office of Alien Property, effective 
June 1, 1948. The last sentence of the fifth paragraph reads as follows: 
rrSecretary SPilder suggested that persons in the United States holding
blocked assets of foreign nationals immediately inform such nationals 
of today's announcement." 

Among the several hundred pending cases which it is my duty to bring 
to a close as Liquidating Trustee on the Law partnership of Mannhardt 
& von Helmolt, there are some accounts which have been blocked by the 
First National Bank of Chicago. The money was collected by Mannhardt 
& von Helmolt as attorneys-in-fact for the German nationals who had 
an interest in an estate pending in this or other states of the union. 
The various funds were deposited in the names of the individuals and 
immediately blocked pursuant to Executive Order No. 8983 and subsequent 
orders. Owing to the po stal facili ti es being suspende'd, it was im­
possible to ascertain wheitlUer the respective beneficiaries were still 
alive at the time, or to ascertain their exact addresses. It is there­
fore impossible for the First National Bank of Chicago, who is holding 
blocked accounts to notify the respective owners of these accounts. 

I would greatly appreciate receiving your advice whether failure to 
notify the beneficiaries of these accounts would in any way prejudice 
their right of recovery. 

Very truly yours, 

FPA:GG 

310 02 




TREASURY DEPARTMENT 


Washington 


FOR RELEASE, MORNING NEWSPAPERS Press Service 
Monday, March I, 1948 No. S-646 

Secretary of the Treasury Snyder today announced that effective 
June I, 1948 the Treasury Department will cease to have jurisdiction of 
blocked foreign funds. On that date, the jurisdiction over the remain­
ing blocked assets will be transferred from Foreign Funds Control in the 
Treasury Department to the Office of Alien Property in the Department of 
Justice. Attorney Gefieral Clark joined Secretary Snyder in urging that 
persons whose assets may be unblocked under the certification proceaure 
provided by Treasury's General License No. 95 avail themselves of this 
procedure before June I, 1948. After that date, outstanding licenses 
authorizing withdrawals or changes in the asset~ will become inoperative. 

The Attorney General stated that immediately upon transfer he will 
take a census of all assets remaining blocked. In line with this Gov­
ernment's decision to assist countries which receive financial aid unde~ 
the European Recovery Program in locating assets of their resident na­
tionals held in the United States, the information concerning the names 
and assets of such nationals as disclosed by the new census will be 
given to the governments of the appropriate countrie~. 

In addition, the Attorney General stated that in order to prevent 
the escape of enemy assets from this Government's control and to imple­
ment further this Government's objective to assist countries which re­
ceive financial aid under the European Recovery Program, the Office of 
Alien Property, immediately after the receipt of the census information, 
will begin to process for vesting the assets remaining blocked and held 
in Swiss and Liechtenstein accounts. The vesting program will also be 
applied touncertified assets held indirectly through recipient countries 
where the census information does not disclose the beneficial owner. 
Assets, oither before or after vesting, may be released upon a showing 
of non-enemy interest. In such cases, the Office of Alien Property will 
consult with the government of the country of which the alleged benefi­
cial owner is a resident. It was pointed out that claims for the return 
of property vested in the Attorney General ,must be filed within two years 
after the date of vesting. 

31 0 03 
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Box Q...-!..l5,L"~_-

Secretary Snyder added that Treasury. Justice and State Department 
representatives are currently engaged in dis·cussions with representatives 
of the Swiss Government concerning certain aspects of the program. It 
was pointed out that Switzerland is not a country which is to receive 
financial assistance under the European Recovery Program. 

The governments of the European Recovery Program countries included 
in . General License No. 9S are being requested to give their residents 
public notice of the acti'on which will ·be taken by the United States on 

June 1. 1948. and to urge their residents to apply to them immediately 
for the certification of their assets held in the United States -if the 
assets qualify for certification. Secre~ary Snyder suggested that per­
sons in the United States holding blocked assets of foreign nationals 
immedi~tely inform such nationftls of today·s . announcement. 

Treasury officials stated that this announcement in no way affects 
its control over importation of securities specified on the list at ­
tached as a part of General Ruling No. S. 

-00000­
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1:1 ' 

waQl.)oSJ"" 
1n11M- U • ftP1 .t&lett. to " lQ&~1tJ' ~~

Gh I ••-.una to h1a ~ 1a ,...,... \la fOUl" t-tt.er 

at Jeoob 16. It, ec)CU. to .. tbat • 0017 CIt *, ~..., 
lJ6 or ... ~ \0 you. 
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cons1deration g1ven -
dlspo.1t1on, o· , 

ted in 1t4 letter to ~i 
t 

OUIltttlM, that no action abould. be taken With respect to 

., 

MAR 29 1948 


Senator VudeJib&%'g haa referNd. to .. for re:p17 ,our at".. 
ot ..,..,. 13. l~ 111 1Ih1ch 10\1 rat_ certain inqu1rl.e. I"8tpeot1:og the 
.Sleet of tbe Depart_nt t'. press relMa of Jla!"eh 1. 1,"• 

. pre•• "la"'1 \llMleZ" ref'.raoe ca_i.... U. ~.t IIt.p 
ill the eucu. 10ft at a p1'Ogrp d..lCribed ill detail ttl a let. 01 
:re'br1l.ar7' ~ f ~948 whioh I ~ t. hUtar VaaderlbeJ"a _ \ba 
IlaUoaal MYteort·CouActl aDd • cOPT ol1lh1Ch U • .!b:1& 
prQgra ullDe. tile pncedure whioh th1. &Oft . Uow With 
rqpMt to blacked prl:...a UHt. lJi thlt UDt • 'riAtw to 
88.tat1ng tM I_.~ ot reelplat the 
(!lo~ dol.l..ar ....t. of tluttr raJ,d_t 01 tU S\atu 
...eU as p%."8'ft.n.int the 81Oap8 .1 ~ thi. pft .. 
¢O.........-..... 


Dog 
The YUM.ng upeot of· er tlW 01ra-. 

.tuc . to be tu ao.t .ttecti" to reclp1Mt 
eownl'1e. nth reaari to the . 101lal.t held bd1rect11' 
through third COUDtri... It 111 t NIle .s tlw.. pV'"
might ChOOM net to declare their their iOftrJa8at OJ' 1;c;t 
t ile claima for tbt r4tt such t &ft... t.hey are "fe.ted wt 
m.1 1'. ilWteai ehooa t f eit tlutir 1ndil"flctly..u14 uaeta \0 the 
United 5t&~ Oowel'l:la . • vel', theI1t ia no int.nt1on Oil the part 
of' tbta gcwenaeat to t S :t'ate propel"ty tor tib8 \We ot t_ 
United Stat.ea t. ' connection, tbeCOuacil .taW tb t 

Coagreaa ata later date .. to tn. proper 

. gr_ appUe. only to p.rivaw rerei.gn uHta 
United StatAta and: doe. not cOYer lwte ....w. 

tor V ra that a.t'ter 
1t had. deo:1d.ad, Qsp1te tbB dol.lar lIhol'tage t4 

free ....t. Me -.t.fctival¥ to ••arch out and take CODt.rol of 
the. tn.....t. Hlll.4 nq:1dre neb.nge eODtr.la 8Jld o\her -.fit'4l8 
1fhich would do Mx1aua ri.ol.eJ:lu to ou.r PM1t1on ... world f1uncial 
cea't*:r am to our pol1c7 ot keep1Dc the dollar bftant1.all.T trw ot 
renrtctioaa. 1t It 18 regNttable that ... ",plw tbb 
crt. nt fear that th1a gOYen&ant mq apply' t.hU progr_ to the ·.hw 
....t8 in the Uldted State. beloQling to :foret~ 
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, - . Entry FFC 5u.J~ t~ 

File(3) be~s-t),I\ljJtL 
en" (")~ 

ftUlA\ al._,\ia& aptC1l1oal.q •• \M ..., ~.r.~... 
wJdcla ~ to...n wetibld Were l' 1--.1... 1. p • .,... 1\ ~ 
be ,.l~W .,., "-to tba tv." 1dd.o wa;, ..... IId.W __\1M 
. laad1q -Ut1llUlif.a1 ...... &n' ita ••n. ftIftM7 u4 1\IJ buU 
......s.c -' ,.u.t4o&lat:na&_. 

It 1a " ..__ .' __ U7 ba"'l 4lfftnlU.... \aatt 
~. ......, s.' .ia .,.. , ~W1t. 1I1ll • t.ba\ it . 
np...... tM ~ -..lv.a1Q ., t.t&e QeVaoU ..." .. It...­
U t.a ......M''''W U. ..., .....tie·" ia\a..., t.a~•• ef 
tU01~1aw1"'. 

(Iiped) JOaN I. SRlDEJiI 

Be..rable .,... B. ~~ 

Old.. .. ...... 
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OFFICE OF! ~RNATIONAL FINANCE 

March 31, 1948 

TO: 	 Mr. Arnold 

1. 	 I , think we should get at this with the 
least possible del~. . 

2. 	 I believe we should inform Bazelon that 
we are drafting our own rep~ to state, 
and would send him a cop.r of our rep~ 
with the hope that we ,might coordinate 
our rep~ with theirs. 

3. 	 If you have any other ideas as to how 
to proceed, please let me. know. 

F.A.S. 

Frank A. Southard, Jr. 
Director 

TELEPHONE 397; 398 ROOM 3434 

310 910 




" OFFICIAL COMMUNICATION. TO 

, HE SECRETARY OF STATE 

WAaHlNCiTON 21, D. c:. .DEPARTMENT OF STATE 
WASHINGTON 

In reply refer to
LIE 

My dear Mr. Southard: 

Enclosed is a copy of note no. 23 of March 25, 1948 from the 
Portuguese Ambassador to the Secretary of State, concerning the 
refusal of the Guaranty Trust Company, of New York, to open a 
credit on behalf of a Lisbon bank which would extend beyond June 1, 
1948, the date contemplated for the turnover of jurisdiction over 
blocked assets from the Treasury Department to the Department of 
Justice. 

It is my understanding that the question of giving assurances 
to the principal banks that certain trade licenses now in effect 
will be continued in substantially the present form after June 1, 
1948, has been the subject of some discussion between the banking 
community, the Treasury Department, and the Department of Justice. 

This Department is fully cognizant of the reasons which moti­
vated the statement in the March 1, 1948 press release issued by the 
Secretary of the Treasury, to the effect that outstanding Treasury 
licenses would no longer be in effect following the turnover of 
jurisdiction on June 1, 1948. It seems clear, however, that the 
continuation of trade licenses such as the one pursuant to which 
trade is carried on at the present time between Portugal and the 
United states, will not adversely affect our interest in securing 
dollars to the recipient European Recovery Program countries pur­
suant to the General License 95 mechanism. 

This Departmen.t 

Mr. Frank A. Southard, Jr., Director, 

Office of International Finance, 


Treasury Department. 


31 0911 
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This Department believes it to be of the highest importance to 
maintain the most friendly relations with the Portuguese Government o 

On February 2, 1948, an agreement was concluded with the Portuguese 
Government giving our military aircraft important facilities in the 
Azores, and this Government looks forward to increasingly close 
cooperation with the Portuguese Government in this general field. 
The Department believes it to be of the highest importance that the 
Portuguese Government be accorded favorable treatment with respect to 
ita blocked assets in this country. 

A similar situation has arisen with respect to Spanish accounts 
in the United States. This Department has been informed that certain 
lines of credit have been opened b.1 the Chase National Bank of New York 
which will run beyond June 1, 1948. The Chase Bank is, of course, 
desirous of assurances that trade licenses will be continued beyond 
that date. 

Under these circumstances, this Department believes that it 
should be in a position promptly to give to the Portuguese and Spanish 
Governments specific assurances that trade licenses now in effect will 
be continued in substantially the present form following June 1, 1948, 
and that such assurances should likewise be given to the principal 
banks in this -country. 

In view of the urgency of this matter, this Department would 
appreoiate your ooncurrence as soon as possible. 

A letter in similar vein is being transmitted to Mr. David L. 
Baze1on, Assistant Attorney General, Department of Justice. 

Sincerely yours, 

~A~I 
Willard L. Thorp 

Assistant Secretary 

31 0912 
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4d , 

I · .) 

.1C1 dearlb'. !harp l 

Reference is made to your letter or lIarcb 30, 1948, 
CQIlcern1ng the effect upon Spain and Portugal and fuetr na­
tionals of the proposed transfer ot jurisdiction over blockeQ 
assets frQm the '1're&8ury Department to the Department of 
Justice. 

This question _8 covered in general terms in next 
to the last paragraph of secretary Snyder.s letter of Febru­
ary 2, 1948, to senator Vandenberg with regard to the trans­
ter of juriad.1ction. Secretary Snyder'8 letter referred to 
the p08sibil:1ty tbat Spanish 8Jld Portuguese assets might re­
lIl&in blocked after the transfer. Under the letter, it was 
the under!Standing of thie Depar"tment that if' the assets 
remained blocked, there would be no change in the substance 
af the licensing structure applicable to propel"ty of and 
transactions with Spa.1n and Portugal and tb.e1r nationals. 
This Department is not alfa!'e of any ta-ctual. develolDent ..nich 
would require alteration ot this position. On the other h:and, 
this Department 1~ acute~ conscious of the un!ortunate effects 
upon traIl8&ctians With Spain and Fortugal which have e.riaR 
!'ran the uncertainty outlined 1n 10ur letter. 

It ill therefore the pos1tion of ~1i8 Departaent that 
the spanish and Portuguese Qovernments and intereetaci pri'Vat. 
persons and institut-i ons should inmediately be i.ni"armed sub­
stant1allJ' as follews I 

It i. not now anticipated that the i:.:t'ane.f'ar of 
blocked assets to the jurisdiction of the Office ot 
Allen property on June 1, 1948" 11111 result in any 
changes in the substance of the licenaing at~ture 
applicable to property of and transactions with Spain 
anti Portugal and their national..s. Accordingly. trade 
transactions Which are now permiSSible" inclu~ng 
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th usaaDOe of le:tfm'll o£ &*$dlt,.,- approprlateq 
be ~.wn thcmgh tbe ~CIU Idll Do:b 
be ~ted attl. after the date or trq,st... to 
t1uJ Offilce of Al.1e ~7. Ia cue aur ebaDgee' 
1D .~ 11cena1JJg atl'qc,t,ure IU7 prOYe d.eaJ1:ralil. a.f\er 
the traut.-, tI:ut7 1dll be carried out i.r1 .w:h & 
M"Ml' .. :not to im'alidate or preY8Dt t.b8 c:·OIUJ.... 
1I&t1cIr1Qt tranuc.t1cma W tute4 \md.er. U~ 

EArnold:VJ ./);1 
4-2-48 -v:Lf .... 
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APR 2 ·1948 

'0 I 	 Jb!. K. a. '~f aJaJAtt, 

:r...1p PUDU c.tHl lM~t. 
,edert1 a..... Juk of .... twk. 

J'r,* I 	 ....... ".~,~. 
1J.oI-tIrc ,.us-. 
III ......u.- wltA app11oat.iou wMch'1w ." Meet... hrt'olY1Dc 

..tate. of Dl..... J utiaa ..,. bit tUQ .. toll.ews, 

1. ~"'. ll'e:a1tt.1?t of • eouatr;y lM1Ullad :la o..nlLlceue· 
h. " 

(..> B all btu. an l'H1c!ut.e of d.....nt,'. cow:rU'l. ntft 
to G4ll'lerel 14_. _ • 9S, unl........... of .UGh 
htu. '" .it1.... of t._ V.litH S....... 

C.) 	 It UtI ha1r ;la "'tdeaf, OI3a14e ct.....,'. OCllQlttry. ar 
11 Nq heu 18 • United Sta•• oi\!....,.. . "wlthba 
4eoec:ttm15 '.c0UD'tr7, l1Ci11n.. d1.t,, · _. ~. 01 -"ba 
(~ \!laD UJi1tttd s~.t..•. oitt_.> b "01p1 i Gomatl'l" 
ehauld be b1eokld ... aY41... of a te of 4Ne4ent. ', deat.ll. 
Sa.r.a of ..in Sa Get1leJ:l7 ad..Tapua . '. he b~ it"."n'& diad' oil 0'1 bat~ De IIbu 	,1, ].946. SbU'ea at 
• .in :bl BulF,&l·1a. ' . Illd Raanu . 1souJ.d 'bit Oleo . 
it ctAtaad.nt d~tI _ OJ" bet... n..abft 1, 1945. AU ~ 
.bane ., be. uabl00kM.. 

2.' Pe~, "~t. of &,,18. i CB'tuf,u, a.'tOa:la, IArt,YI., L1 wmi& 
.. 1.-1&.,1. 

(tI) 	 U all haua are n8WG.ta of de'-'Di'l ecRUltq - .-191 
~\ip. G.B • ." , WIl... 0DIt or .".. of uob hein ... Cl1't1·11U8 

, et \be T1DJ.t_ State•• 

(b) 	 s..... 1.(b). 

3. 	~.-, ~id.url; ot Sulpr1.. , i WlCU'7 •. RUM'd. 

(.) 	~ 41at.rt'tNt..lGll.. S!J.uoee at _ira haldeJlt 1D ·theM 
OOllltJ'U8 ahoultl .. bl~ it d••dent die... or bl!t.-. 
Deeeliber 7, 1945. ShaKe of .1ft D ~ .. JapeD
lilhoW.d btl bl00b4 it . ·oecleat d1ecl _ fill -bet... !leo. ,3.1, 

,1946. Sha,•• of heba (ather tlad IIDi ' It t.. oU,i...) 
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ill 'fMipiu' .....* _bluld be "1.... ft~ of 
... et ......al'. ..... m..u. ..... .., '. 
~.... 

4. »-...."'. ~ ., Geftalllr .. ,.,.. 

t..t. ........ t.e t.w.I.". 


,. '! ~ .ta'-t .1tbu .-JdG\ til ......,. 1u 
_t.el~ 1, ~ .. , ' , 

(aJ 	 ,u.a. 4utl*~ IJauu of ........... la 
cer..., ' • ...,• .,.. ....l ... bJ... if .....• • 
..atk ...,... _ CD" ~.. ~ '1, 1fMI. ,5--' 
., _be Ja ~~, ~, .. a· rria.'-ld • 
blookli it ....t •• 4II_tIl ...1'" .. eIl".... . :~_"­
De___ " 1,,,_ I • or .!n 4a "'01p",(¥f'V,)Co -') 
~ a..ud be ~•• it ......... "d'a ...... 

__ bel.. \_ .'fMU- _. of a..n.:l w... . t4 
h!I ... .....-u. •. AU .......... ." '- "1eeJr.e4• 
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W, RANDOLPH BURGESS 

55 WALL STREET 

NEW YORK 15, N y , 

April 8, 1948 

Dear Nlr. ' Secretary: 

Now that the Foreign Assists.nce Act of 1948 has become law and 

broad policies determined, it seems to me and some others with whom I have 

discussed the matter that the way has been opened for a more effective and 

practicable method of bringing about the utilization in the European 

Recovery Program of the assets in this country of foreign nationals which 

are now blocked. 

The Foreign Assistance Act requires each participating country to 

enter into an agreement with this country as a condition of participation. 

The Congress has decided that that agreement should include an undertaking 

by each country as far as practicable to locate and make use of the funds of 

its nationals in this country. The Senate report on the bill appears to 

indicate that this refers to funds now blocked. 

Vie all recognize that the present plan embodied in ~xecutive Order 

8389 has certain serious defects both as to its ineffectiveness in bringing 

out the money, and its violation of certain aspects of the rights of private 

This subject has, I know, been considered at length by the Treasury 

and by the National Advisory Council, but it seems to us the passage of the 

Act puts a new face on the matter and opens the way to consideration of new 

plans. 

One plan that you have considered is an offering to foreign nationals 
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of bonds of the International Bank, and this has been rejected for reasons I 

understa.nd. 

My associates and I have, therefore, been canvassing other means 

which wight be effective in attracting foreign funds into use, and so saving 

the American taxpayer without any breach of princi:ple. Some precedent for a 

procedure is to be found in the loan which the R.F.C. !Gade to England, 

collateraled by the property of British nationals. 

A Proposed Plan 

Under the Foreign Assistance Act the Bxport-Import Bank is authorized 

to lend. on8 billion dollars to participating countries. I wish to suggest a 

means by vrhich this loan might be partly secursd by collateral turned in by 

foreign nationals having asset;; nOVI in blocked account. The suggested proce­

dure to this end would be as follows: 

(1) That the forsign govermnent concerned offer its nationals 

having funds here a>nnesty from taxation or lega.l prosecution if they will, 

first, liquidate twenty-five pet cent of their blocked assets and remit that 

a:lount, through an appropriate agent, to the foreign r,overnrnent; and, second, 

lend the bal~nce of the assets to their government, GO be pledged with the 

ixport-Import Banlc as collateral for a loan to their country. 

(2) The country concerned vlOuld undertake fi:cst to return the 

collateral to its national when that country will have repaid its loan frO!G the 

ixport-Import Bank; and second, t.I!Ould undertake at any time during the duration 

of the loan, on request of the individual, to take over the collateral and give 

the national the market value of the collateral in local currency of the country 

at the rate of exchange prevailing at that time. Whether the collateral should 
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then be liquidated or left pledged is a matter to be determined between the 

country concerned and the EA~ort-Import BaQk. 

It seems to me possible to carry through this arrangement without 

revealing the identity of the national whose assets are pledged in this fashion, 

anG. I know of no reason why the arrangement could not be handled through the 

Export-Impol't Bank. It would have the advantages of making immediately available 

in ca sh 25% of blocked assets tendered, and of giv.i..ng the Export-Import Bank a 

certain aillount of collateral back of loans which it is authorized to make under 

the Foreign Assistance Act. 

'fIe have discussed this plan with a number of Europeans, and believe it 

is sufficiently attractive to bring about a considerable tendering of blocked 

assets. The plan would offer an inducement to the holder of blocked funds to 

adhere for (1) he could maintain his claim to dollars; (2) he could convert into 

local currency at any time he felt the rate to be favorable; and (3) he would not 

have to disclose to his government the dollar assets held in the United States. 

Since this plan would rest on volunta.ry compliance instead of force it 

would avoid the difficulty of the United States acting as policeman and would avoid 

the violation of principles of the protection of private property rights. 

I have reviewed this proposal with Allan Sproul and a number of bankers 

here and find substantial concurrence. Some of our people who have reviewed the 

techniques involved are of course available for further discussion. 

Sincerely yours, 

Honorable John \'.[. Snyder 
Secretary of the Treasury 
Washington, D.~ c. 

cc: 	 Stenger (State), Knapp (FR), Arey (Ex-1m", Blau (Comerce) Tirana (ECA)
Louchheim \SEC), Luthringer (Fund), Hooker (Bank), Carre (OFLC), and Hliken (OAP)
Norman Davis (NYFed) 
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JJ..y dear Mr. Attorney General: 

Upon further consideration following pup eonference 
yesterdaYt I have decided to a.dopt your suggestion that 
t he 1reasUI7 Department continue until ~, ep~ember 1, 1948, 
to adminis tel' oontrols over- blocked assets 'instead of 
transferping jurisdiotion over such assets to your 
Department on June 1 as envisaged .in our understanding 
pursuant to my letter to you of January 9, 1948. This 
arrangement for the continued fUD,ctiopJ.ng of the Treasury 
Department i8' for the purpose, as you kn(;)w, of affording 
forei gn ;oveJ-nmenta a reason·able pel"iod wit hin which to 
complete certification under General J.icense No. 95 with 
respect to ass.ets as to which aplJlications for oertifica­
tion have been filed with the appropria.te aut}~.ori tiel on 
or before June 1. .ill aspects of t he progI' outline-d. 
in rn.y letter of Febl'uary 2 to r ~ ehatop Vandenberg which 
ca.n feasibly be applied durinl~ theextanded period will 
he carried out !Jigorously. In my opin i on, the operations 
durin~ the extended period ~ill serve to facilitate and . 
simpl i fy t he ultimate transfer of jurisdiction over blocked 
assets to yOUl" Departuant. 

I am a.uthori zed to tell you that the Departmerlt of 
State regards the proposed arrangEl A;,lttnt e.s des irable. 

Sincerely yours, 

Seoretary of the 'free-sury 

·onorable Tou e. Clark 
Attorney General 

of the Unl t~d State II 
rJashington, D. C. 
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Dear Mr. !horpa 

I am attaching hereto a COW of the 

which I read to you over the phone tod 

accordance with the oral approval 

anlc A. Southard, Jr. 
, Office ot International Finance 

Eno1Mure 
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lfy dear l4r. Attorney Generals 

Upon further consideration following our conference 
yesterday, I have decided to adopt, your suggestion that 
the Treasury Department continue until September 1, 1948, 
to administer controls over blocked &Bsets instead of 
transferring jurisdiction over sueh assets to your 
Department on Juns 1 as envisaged in our understand.:ing 
pursuant to DV letter to you of J&nuar,y 9, 1948. This 
arrangement tor the continued functioning ot the Treasury 
Department is for the purpose, as yOll lmow, of afford ing 
foreign governments a reasonable period within which to 
complete certification umer General License No. 95 with 
respect to asset. a.s to which applicatioll8 for certifica­
tion have been filed with the appropl"iate authorit1eJs on 
or before JUDI 1. All aspectA of the program outlined 
in m::r letter of FebruliI7 2 to senator Vandenberg which 
can tea8ibl¥ be applied during the extended period will 
be carried out vigorousl,y. In 1Il:f opinion, the operations 
during the extended period will serve to tacilitate and 
simpltr,y the ultimate transfer ot jurisdiction over bloo~d 
assets to your Dapartment.~ 

I am authorized to tall you that the Department ot 
State regards the proposed arrange~nt as desirable. 

Sincerely yours, 

(11 ed) .T(h Ii' S, j) 

Seoretary of the 'l'reasuxy 

Honorable Tom C. Clark 
Attornsy General 

of the united states 
Washington, D. C. 

EArnoldsvj 
TJ~oh/kfa
4/13/1J3 
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730 FIP '-H AVENUE 

~tu !lor~ 

April 15, 1948 
1~~748 

The Honorable John W. Snyder 
Secretary of the Treasury 
Washington, D. C. 

Dear Sir: 

Supplementing my letter of March 26th addressed to you, I 
received the enclosed answer from Mr. Southard. I can 
easily imagine how heavily your time is taxed by the pro­
blems you have to tackle. However, I do not think it would 
be a waste of time if you could spare the few minutes 
necessary to read my answer which I have addressed to Mr. 
Southard. 

Philip Cortney : if 
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TREASURY DEPARTMENT 
WASH INGTON 25 

OFFICE OF IIITERHATIONAL FJNAHO:: 

APR 8 1948 

Dear Mr. Cortney: 

secretary Snyder has asked me to rep~ to your letter 
of March 26, and to than..lc you for the copy. of Profesm r 
Jessup's book. He has .also directed me tci return to you 
the attached letter to RepreseIlt,P..tive Cooley which reached 
him in the enclosed envelope. 

Section l5(b) (4) (which is now Section 115 in the For­
eign Assistance Act) about which you. are concerned was 
initiated by the Congressional Committees. It is not our 
understanding that it is the intent of Congress to see this 
section of the law used to impose any unnecessary limitation 
on the movement of peoples. I realize that when countries 
encounter foreign exchange shortages they find themselves 
obliged to lL~it the right of their citizens to make conver­
sions into fore:i.gn exchange. ' Even as liberal a country as 
canada has been obliged to introduce such restrictions. The 
alternative literally would have been to borrow money from 
the United States with which to support a freer movement of 
canadian citizens out of canada. No one can regret more 
than we do that interference with full multilateral converti­
b ility of currencies '. has interfered with the free movement 
of people. The whole policy of this Government is to restore 
such convertibility as rapid~ as possible. But I frankly 
do not think the task is solved merely by reference to 
principles of international law. 

Sincerely yours, 

~~JJ 

Frank A. Southard, Jr. 

Director, Office of International Finance 

Mr. Philip Gortney ' 
730 Fifth ~venue , 
New York, New York 

Enclosure 
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.lpr11 l2, 1948 

Hrii Frauk A. SOllth"l'd, Jr•• Dil"~ct-or 

Office of Intarn.. t1.0-11.al :Financ. 

Treasury Dep«rt18.ont 

W..~h111it.0Ii1 25, D. C. 


near Mr. Southar~. 

Th1i3- '101111 acknovl.d,~ receipt ot ;ro:ur letter ot April 3th. I am not 
concerned \11th the principles or Iatll'rnaticuo.l Lav. but &11 siDrply vOl"rie:d 
abou.t nuaaa liberty. You probably reae.mber that DavldHutae ha.a v"'it~.u 
sQ:mevherel "It 1s seldoa the. t libe%ly of ILUY kind 1. lost &11 at 01.1..08. D 

I dldll t t r&1ee my voice against what othfll" ooul1trl.HJ were doinl or t ,elt 
compelled to do rltl1 »'egard to excb.an,e control:_ M1 prote~t .vas direct.ed 
to ou.r eo'Un:try. P'irl'5:t",. began to a.sume the role of ft. Qe8t~PQ by a.c­
oopting to denoul1c. to their countries the 1'.lEuneS of the-i.:%' citizens vho 
had a.ccounts in Arae:1rican b&nk&. Then W0 had SGotion lS(b) 4 of 8,2202 
wherein V8 aeked tho fore1gu countrl«e to -loaat.e and eoat'rol tt the a.lsts 
of th~tr eit1zeueill the United it.tee, whlch U8ant, or cou.ree, that '116 
impl.1e1t17 a.8Sl1l1U,d tho obligat1ol1 to tlol-p the eXel"Cl·D1Ri of su.on cQutrol 
up·on the asset3 of individuals. I hllV0 no h.sitat1ol1 to ,tate that ·tn.o8e 
act.:1ollfJ are pure dem.aloguery J and will finally 6180 cost o-ur oount.r1 muo.h 
flore .laoney then without thea. demagogie .easure. bei.ulle thor will help 
to further deteriorate the oont1deuce of people in paper mone'1 and bank 
dopli's1ts.. 

I vonder whether a.uyona in the Gov.rnment re ..li~'Hi tho t what ye did pur,u­
a.nt to the reoommendation or the lIational J.d,,1eor7 Council r&gard1:o.s thE) 
blocked a8/ilete an.d Section 15(\:»4 &mount. toJ 

(a) A. distinct d1sC!'illinat1on &g&il.1.81:. American bank.. All,. cit.1z&n of the 
forei.gn o&UBtr1e8 involved does Dot have to wO!r17 aboU:t our nev 1"\11.8 it 
he has deposited. b1a toney 1n South .lmer1can ba.nk., or even if his mOlley 
i.z in the Un1ted St&tea via South her1.caa NJ;lka. 

(b) Disc'l"im.1uat10Il iu ravor or ho&rierlS J ohiefly of gold and bara.k notes. 
Any P081Husser ot ,ole or bank aotfl2 is better oEf t.oda)" than uy(uta lfho 
baa 'PUt his Ilone,. tltor us.- in Am.'riean bank deposit.s 01" American .bare.s. 
May I repeat again the following qU$8~io~1 Why don't we force th. foreign 
oountriea involved to ,urr8uder anythlmg readily convertible into dollar-a, 
like gold, diamondl. emerald. J rare paintings, etc.? vn,. did \f& disor1m­
inat. onlY' .gainct ..."et15 1n .llUo.rican banka? 

You atat.e ~ your lotter that. -it i8 Rot our \laderstand1nc that it is 
th-e intent of Congre•• to See this a..cation or the ' law used to i.pou I\.ny 
UnJlec.~5a:ry .Ilia!t~ tj,on 01'1 t,be m.ovement or people•• - I l.e1. l.1kevl•• con­
v1nced t.hat this was not tbe intention ot Comgre••, neither 1s it th. 
intent-ion 0,£ Congrs'es to destroy human libe-rty vhen 1 t indul.ge8in 4.,$'10i t 
sp~ndlng and monetization of debt, or \then it :,puts tax•• u.m.b...rable tor &1 . 
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iadiv1duali.'ie eeonoml0 system. !he fact. that COl1iX"eea tJ1d. not intend 
to d.ny tcc.nyono the right to omigrate, or tha.t it doe. not intoed to 
d.-etl"·oy our 11bc1'tr.doe. ntot cbans'S tne fBet that it =1,bt aRd wll1 bring 
about- theboro6ultJ by ill-eonald.red lea:1Gl~tion .. 

It thero :1;,1 &:nT hope le!'t in t.he world t07 the _urv1val of liber1r..,.1n it' 
fight again.t totalltaria11ih,. it 1:s 34ll&rsly plaoed on our shoulde,r•• 
It, fGr th••&k. of tho hypoth.etica.l 86ving of a r.v hundred1lil110ll 
dollars -we are v11~ing t¢ fOl"sa.ke .oral pt"inc1pl•• , then 1 a.m atraid th.at 
(tnt') df.lYI in-tao 110t ve-r-y di.taut ruture, we .hall f'lnd oUl"lelv-tlls ILl•• 1n 
clJal~H'. 

YOlll'S -'01"7/ sincerely, 

Ph1,1.1pCo:rtney Im,,"o 
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' . : \' ..; . -. " , . . .. ,," 
, ,, ' ," " , " 1 :,," ,., ', . 

" tis 18 witil 'refentl'lctJ W fh~ NatiQW AM"17 eotmCilf. ~oiDmen-
6at1o.,iJl 1tsaocwaeatXo._ ,>~t" ~a.nuary J.4, 1948 that thitl gove~nt 
aDo,ul:.d:.help thegov~el'l~' C):! ' ~~p1ent countries :b1,e.curi~g, ~ ,ben8-
at o:f the blDeked assets 1n the urn. ted Sta.tes of their re1:liAe~t 01tizens. 
,AC),ue.,:ti;pn hae !'lOW u1son Wh~ther , th1srecommendationw&8 i1ll.tended to 
~Velr '~ blocked aaaeta of persona residing in ;rec~p1~nt countries woo , 

' mq,1QQ,t be 01tL~8ne of suohccup:titieB. " 

It is the view of the,'l'r"asutr Departm~mt tha~th8 JJii:tiona].Adnllo11'Y 
Counc;ills recommendatiOn wa,a: not:tutendedto coveri:4le assetao! ~\1ch , 
pel'llol'lQ. Tile council'$ conSider.ation of the problem'W;i.S ill te~ 0,£ r&s­
!den,t C-l,1azeD:s of recip~.ntcoun1..-Ties. Its reeoulllumdationS wore ~ileDt 
OJl tbeterm. & be accorded tll-elAocked asseta of nOn-eiti1zeNi of reoipi­
ent COUlltries' residing therein. ' MoreoverI .it .shouldpe no ted tba. t einoe 
the, est;.plishmemt ot ~ \Ulblock:1,.ng procedures ForrlgnF'urlde Control has, 
q'c0rde4.~al treaiment tQ American oi tizene resid'ing in ",cipient 

. ec:ni.~e8. -«ith the concUl,'rence of the,StateDepart.ent11; has i'QUowed 
. tohe ti~t:Lce of unb~oldng assets,:'o,f American e1t.dzens : ~ding in. blocked 

,;~:up;t~ without requi.ri.ng,: t.n.,41.sclosure of s'Q.'Oh ass:.te.totl;io.s.~ COllD­

' .' '~~.'" " ' . I ~ " , 

I should &ppreciate ncei'Vingyour views on tAU iaa~w &(J '.oon &8 . 

. ..,,posSibl.e. It .it 1s ,our view .~~ the blo.cked dollar ' assets 0.1 all peI'" 
SOU residing in the rec1p!~t ~Q'Wltr1es who are not ~ tiZe!l,S of s,"+ch 
COl,Ultrie8 sllould ,be treated:iJJ. the same way as the il5~ets of resident 
01tizens of sl.loh ccnmtrl.ea I tee~ that the views of th(J Hatt~,nal Advisor,r 
CoUJlciJ.,~nould. b. seoured sinCe sucn a poaition const1t\ltes ··~ substantial 

. obarlgo ~ ' ~cOUncUls reco~eilld.ation. ala ~e : otb..r ,~'j" ~ ~Jl COD­
. :rl..der that tbereOODIIUendat-fon,: HbtJ~d apply to thebl~eci99P~ asseta 
·o:!qitizelUJ of Qne recip1en~, :cp~~ry who reside in ,......--~, reej,~t 
eountry it is our view that a;~~Q~ might be takennthO'itt further ~f~ 

.. . ~c~;"to, ~. Council. In 8U~: .~;8J . we think that .~. asMstance 'w this 
~ , :,~~at sho.uldbe rendemq , ~; the country of cit1Rnsbtp. ' . .'." . 

" , Very trul!y yours, 

" . . 

'.' Frank A. SouthaM, Jr. · . ., 
:Pi~e:ctor, Office el hltel.'Baticnal ~. 

Mr.W1J.+ard L. 1horp . 

.Assistant Secretary ,for Jconol1di'c 'Ufairs 

De~r'tlllent 0 f State ' ' 


·-t F •.a~ngton" D. C. " '~ . 
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~ py } J)EP~!' OF: sum 
lrash1n&toa 

,'.' . . 1:, ' 

., ' .. ': '.'. 

• . ~ .. ;'.' . . .. . ". . . , .,'~ 	 '. . .. ' : .. ' "'I ' '. 

, ' , ' ' , :~Wtftn~e 1" -.' t.e:you.:r-lri:_of JiprU 22, 1941 '~nOf~ ' 

, the ll&tionai, ~v180:r:'1 'CoUi1c11~8reoODlJ!l.enda~ion in i w, f!o:Cti2!l~n~~nb. 

,sao orJUJ.~ 14; 1948,uJ;tBJteots the 'blo~M ' &ft.~-ta' - 1n ,the" ' 

" UnitedSta.tes' of pel'"S,olls: t8~~ :Lm ' ~~p~nt oomit~ Who' :~ 

not have 'beea 'eitill'anll of ~:uch ~unWi.. ' , , ' " ' ", .1 
. . . ' . . . . . ' . . 

, ~, Depa.Ttinent i~ ot ~, oP1.nioIltba.t. the rec~rdat.1,0~ 0(, 

the Nati'cJnaJ. Adviso-ry- CoUneU' 800-Uld, .aPPlY" to th,e blo~,cl ci01~~' ," , 

uSitt;eof ~t1l1e~ oi'one,',re,c;:ipimnt ~9Uni;ry wil9 re¢..daint.~,.eojxi ' 


,i-ecipi~~eountu". ,, ~.~.t8n.c~ by. tbiB (klV&rDmep.t '1".9,' thec()'\,lil~ of' 

" cft1se~p a~ara tcb~ ' C9M~t.bt lf1:~ ,the objectives efthe' 

program out1:tne4by , thO ,National My;t,sory ,Co.'tUIcil. ' lith resp.o't 
to the block"- a.ssets 0f 01 t.j,ze%];~ o{ non.:r8cipi~teoUntrl.e:. WhO ' . 

, rel5i~e in rec1pientcOwltries', ' 1:M8, n.pal"'taentb...s ,M 'object1~ to ' 

~e 'rreaSUI7: · nepa-l"t.meAtt~ P9s1t.1.on~ " , , 


~ere17 rours~,' " " 

Wi:lliU'li L. hl'p 
Assistant ,$ecretary 
for ECOMlllio Affairs 

,'$-; , 	 . 

" Mr. F~ 4-. Southar4;Jr,." , . 

Direc't;.()l".. O!1:i.oe oflnte~t1oruU. ' Finance, 


rr.asuryDepar-bnen~J 


, 	 , 

00: 	 Arnold, ¥~, Sohwartz, NelsGl',l, Oe1IIirtz, Davia, .Hugh, Rains, Pollak, 
Anderson, Allen, and Sham (OAr) 

"', ' , ..~ . ~:.~"""1. ..... k, 
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'" COpy OF UTTER SENT TO ~ 
JoEl W. SNYDER" SECRETARY OF THE TIWTiSURY 

BY W. RANDOLPH BURGESS 

April 8, 1948 

Dear Mr. Secretary: 

Now that the Foreign Assistance Act of 1948 has become law and 

broad policies deter.mined, it seemw to me and some others with whom r have 

discussed the matter that the way has been opened for a more effeotive and 

practicable method of bringing about the utH,ization in the European 

Recovery Program of the assets in this count~ of foreign nationals whioh 

are now blocked. 

The Foreign Assistance Mt requires each participating country to 

enter into an agreement with this country as a condition of partioipation, 

. ~ 
The' Congress has decld.ed that"agreement should include an undertaking 

by each country as far as practicable to locate and make use of the funds of 

its nationals in this country. The Senate report on the bill appears to 

indicate that this refers to funds now blocked. 

We all recognize that ' the present plan embodied in Exeoutive Order 

8389 has certain serious defects both as to its ineffectiveness in bringing 

out the money, and its violation of' certain aspects of the rights of private 

property•. 

This subject has, ,r know. been considered at length by the Treasury 

and by the National Advisory Council, but it seems to us the passage of the 

Act puts a new face on the matter and opens the way to consideration of new 

plans. 

On~ plan that you have conside~ed is an offe~ing ,to foreign nationals. 

--.--- . 
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,J John rr. Snyde r April 8, 1948 

of bonds of the International Bank, and this has been rejected for reasons I 

understand. 

Att- associates and I have, therefore, been canvassing other means 

which might be effective in attracting foreign funds into use, and so saving 

the American taxpayer.without any breach of principle. Some precedent for a 

p~ocedure is to be found in the loan which the R.F.C. made to England, 

collateraled by the property of British nationals. 

A Proposed Plan 

Under the Foreign Assistance Act the Export-Import Bank is authorized 

to lend one billion dollars to participating countries. I wish to suggest a 

means by which this loan might be partly secured by collateral turned in by 

foreign nationals having assets now in blocked accou~t. Tr.e suggested proca­

dure to this end would be as follows: 

(1) That the foreign gover.runent concerned offer its nationals 

having funds ~re amnesty from taxation or legal prosecution if they will, 

first, liquidate twenty-five per cent of their blocked assets and remit that 

amount, through an appropriate agent, to the foreign governmentj and, second" 

lend the balance of the assets to their government, to be pledged with the 

Export-Import Bank as collateral for a loan to their country. 

(2) The count~ concerned would undertake first to return the 

collateral to its national when that count~ will have repaid its loan fram the 

Export-Import Bank; and second, would undertake at any time during the duration 

of the loan, on request of the individual, to take over the collateral and give 

the national the market value of the collateral in loeal currency of the country 

oQ.t the rats of exchange prevailing at that time. Whether the Collateral should 

,. 
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then be liquidated or left pledged is a matter to be determined between the 

country concerned and the Export-Import Bank. 

It seems to me possible to carry through this arrangement without 

revealing the identity of the national whose assets are pledged in this fashion l 

and I know of no reason why the arrangement could not be handled through the 

Export-Import Bank. It would have the advantages of making immediately available 

in cash 25% of blocked assets tendered, and of giving the Export-Import Bank a 

certain amount of collateral back of loans which it is authorized to make under 

the Foreign Assistance Act. 

We have discussed this plan with a number of Europeans l and believe it 

is suffiCiently attractive to bring about a considerable tendering of blocked 

assets. The plan would offer an inducement to the holder of blocked funds to 

adhere for (1) he could maintain his claim to dollars} (2) he could convert into 

local currency at any time he felt the rate to be favorable; and (3) he would not 

have to disclose to his government the dollar assets held in the United States. 

Since this plan would rest on voluntary compliance instead of force it 

would avoid the difficulty of the United states acting as policeman and would avoid 

the violation of princip~le5 of the protection of private property rights. 

I have reviewed this proposal with Allan S.proul and a number. of bankers 

here and find substantial concurrence. Some of our people who have revie~d the 

techniques involved are of course available for further discussion. 

Sincerely yours, 

Honorable John vY. Snyder 
Secretary of the Treasury (Signed) VI. RANDOLPH BURGESS 
Wa&hingtonl D. C. 
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ENDING OF FREEZING CONTROL - USE OF 
FOREIDGN FUNDS WITHIN THE UNITED STATES. 

Objectives and Obligations 
as to use of still blocked 
funds in the United States 

There are two objectives or obligations, one is to release 

funds only under some system which will give reasonable assurances 

that the funds released are not in fact Nazi-owned. The second ob­

jective is to release the said funds only under some assurances 

that their use will be a reasonable one under the obligations im­

posed by Section 15-4 of the Economic Cooperation Act. 

Present Plans 
of Treasury 

The Treasury plans to accomplish both objectives and ob­

ligations by: 

(1) 	 continuing License 95, thus releasing any amounts 

certified, and thus receiving assurances from the 

foreign government involved. that the funds are not 

Nazi; that they have been subjected to exchange regu­

lations; 

(2) 	 by taking a census and transmitting the information 

on that census to each respective country concerning 

the accounts there appearing to be of nationals of 

that country. The Treasury will take no supervision 

over 	what is done with this information. 

Presumably each country will hunt up the persons of whom 

it has no record and take what it may consider appropriate action 

with resulting judgments. Some of these persons may be in a 
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position to defendi::,any action taken in our courts. Others will 

be outside of the jurisdiction and it is not unreasonable to 

suppose that many suits, injunctions, adverse claims, and the 

like, will result. Whatever may be the outcome, delay, confusion 

and litigation expense will precede the ultimate receipt by 

these foreign governments of any substantial amounts. 

As to Switzerland 

This represents a special problem involving cross-licensing, 

the difficulties of operating under its own laws as to secrecy 

of information and special problems, are likely to arise. As to 

this the Treasury anticipates the vesting of all property of 

Switzerland not properly identified as property of either the 

nationals of Switzerland solely, or the nationals of any partic­

ular named country. Thus the Treasury plans to vest property 

of a neutral country without any full knowledge as to beneficial 

interest. 

An alternate plan, which as will be shown can be operated 

with the Treasury's Plan, is as follows: 

Any particular country will make an offer to its citizens 

similar to the offer now outstanding. Using France as an example, 

it will offer immunity to any person holding dollar account 

provided it has assurances he has directed the payment of 1/4 

of this account into a special fund of a named depository for 

the foreign government and has hypothecated his remaining 3/4 

for a loan ~o be made forthwith. 
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