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WhOD, the nature of the tra:lsC'ctioL resultin(; ir.. the aecrlisi tioD. of 

• the,cur~e!lcy, the price peid. why r~ch cur~enc7 was bein~ hel~, end all 
, ' 

oth!r relevant facts.' Bo a~plication W&s ccnside~p.d until ~ter the 

• 


curre~y to w:b.1ch it relsted h8.d been imported into the Uni tau Stetes ane. 

forwarded to a J'ec.e~c.l lleBerre ~:.nk. 

The !rreP..8U17 recpired that 8!",cb I!Ipplic~tion relatill€ to 

CU!'rer:cY' forwardet'. to the Un! ted Stptes b? the 'Central 'BP.r.:: (or ecrlivale!'lt 

or analogous b&.nk:1n~ insti t-J.tion) of an .Americp.ll !.ep'-J.'tlic was to be 

aeco~anied 'by a certificat~on from the fo!'Warder Wherein it was stated , ~ 

that the forwarder had investi~ted the cireurnst~~ces relatin~ to the 

currency and ce::-tii'ied t:u:..t the ~acts ate. ted in the ap::>lication we~e 

tr~e. In the event that the forwarder vas Wiable to S"J.ppl;~ S"..lC!l eo 

cert1:!'1cat1on the Trer.su17 required a full atE:..ter.lent as to the ras.son, 

of its ina....ilit~r to aupply anrh certificFtion.' 

J'oreiGn l'u.:l.de Cal trol, in car~rinG out i is freezi:lg progrdi 

in con!lection with ~~rrency warne~. Americans not to t~s more thp-n the 

absolute minimum ~~t1ties of cash Yit~ them in tr~velin€ abroe~. 

T"ne podtion takeIl by theTreeS";l~,· De?ertment with res:->ect to 

dollar eur!'enc~" imported d1rectl~· from Europe i helf vas. a pre8U.rlption 

thet it Vas looted currencY'. 

In J'ebraE..l7, 1943. we prc)ceeded with a re-'ezamine.tion of our 

currencY' control policies' in ord~r to pre«-ent undue he.HeMp to innocent 

TiolA.torl. The currency p:"O~ was elWBJPS open 'to cnt1ehrls on the grcund 

thet it involved al'bi'trar,r action on the part o!Oa.stO!:1S author! ties with 

no nexibUity for the eonsiderp.tioli of the eircunstences surrount'.10G 
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infivIa:u.a.l cnses. !rb.e progTan touched indivlG.'.!cl.s e.!.rectl~7 c.nC!. it· 

• .we.s not eesy for such persons to BE'e in t:"e ectla; tMen in t~eir pc.:rticu

lar case the implications of the currency pro&r&~ as a w~ole. ~her~ 

• 


were sound. reasons for the ado:;>tion on our pert of a ven; strict 'Dolic~-

with res:)ect to importatio?s. the :;l"ime:r;r one beint;; t!li! only wa:" to 

assure world wide publici t;r that dollFr C'tO.rrenc?, coull;. be bro·~.r.ht into 

the United States was. to ~e the prohibItion so strict anc. BO inQivid~ly 

levere tllP.t i t becamewidel~r knov.n for that reason. 

!here seemed li ttle C:9u·ot th.et all the importar.t C"J..rrene;v 

markets of the world were fully informed. of the Itrictness of our 

re~~ations. Ita~?eare~ reasonable to aSBume tr~.t the yalue of loote~ 

dollar C'l!rrenc;: obtaine' abroad derived. a.l;:)ost e:ltirel~' fro~ th~ fE'.ct 

that it continued to be v~rchesed by hoarders who had no intent:on of 

atte::r.,ltint,; to seU it to the Uni ted. Stftes 6;.:.rinc t12 durin;;, the War. 

If thi e was trele, our curre!lcy prOera;.1 wocid hf've little ef:4eet in 

lowering the v~l:...e a! United Ste.tes currencr a.broad. 

Accordint;ly, the tine appE'ared proj!iMous to :r::lRl:e certain ad.- . 

j .....stme~ts in this polie~r to reflect current cirCll.T!lstr.:lces. It a:?Fe~red 

dell reble , for exe...:tple. to prohibit specu1E'tion in dollP.r C".::.rrenC7 in 

blac!: J:le:-kets ebroe.d on the pE'.rt of incll.v1duals s'.lbj ec~ to t:~e freezinG 

controls. .rue vas accomplilhed by prohibi t:'ng persons S"J.bject to our' 

Jurietlction from e!lCaGin,; in. trans;cctionB in dollar c".uorenc:" pb..vsicRlly 
. 

located e.broad exce)t as apecif'ice1ly 8Ilthorhe~ by ~e~sury license. 

In adtl tion. we made certain minQr eljustments in our curre!lc~' progrrn 

w1th.aview of eliminatin~ friction in un1~ortent cases•.~e adopted a 

more lenient attitude toward the eo-celled innocent v101~tor rather than 
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the theoretlc8l1r caur\eay of the~r1~D8l currency proiTao. More 

pOll tive ,tepa were rel".:dr~ In co~ection with' the Kerlcan border curre!lcy 
, 	 . ,""'. . . • J. • 

problem. vhereit a:ppeared ~het' Customs, llB4. been tald.zi£ currenc;v 8'Jtl&.v 

from. people coing trom the umted Statea ~n~o Ile:d.co Without giv!n£: them 

an opportuni t)" ~te1 t'he:- cha.D61n,; the 'cu:z.reney into $2 billa or othe~ 

Y1.~ 41aposln,Cof IUCh cUrrency prior to thelr entry' into Huico. 

(11) 	 §corched Lrth Pglicy rUle. the Phil1pplnes -Genere..l in'ipt; 1Q. 

!here were hundred. of mU1ions of dollar. wofth. of currency•. 
. , 

checks, bonds· and other lecur1 ties in the Philippines. It Vas a pqaical 

Impos.ibility to remove'all of these asaets from the PAlllp,ines at.& 

time when thePhill~lnes vere under attac~.and bloc~de. Aceord1~y. 

a program vas vor~ed out whereby these aneta could 'be de8tro~~ed in the 

," . 

, ' 

t;'':' ;...... . 
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Philippines a::.c:. could be reiened in the tini ted States. 

On December 19, 1941 the Secretar,y lent a me~oraLdum to the 

Preddent to wMch were attached dre.ft cablee to the B1,hCommissioner 

of the Philippines provid:'1l.£a procedure for the 4eatrllCtion, b)" burniIl{; 

In the Phll1ppfnee and the rilesuanr:e In the United States of checke, 

.currenc7 and public and private Becurities. !be progrem provided t~~t 

-the .owner .01' holder of aecur1 ties, etc., to be .depodted be- requested 

to prepare an &frldavl t In 81% counterparts ahowi.ng: (1) Dam"', ed-dreBS, an~ 
4 

cithenship of affiant and all persone having an Interest In the matter: 

(2) list of Beeuritiep with all perttnent deteill; (3) date and e~rce 

of ncquis1tion; (4) in caBe of currency, list at all kinds, denomination, 

and banks of ie8ue; (5) In case, of ,overmnentc1:..ecks, ell pertinent de

te.11s; (6) a request tm-t the securit1p-s, e.tc., be accepted fer we

keepin& duri~ the national emergency; (1) a request t~~t, in the event 

of destruction, aucstituteB be las~ed by the ~r~aB'\lr7 ~~art~e~t and be 

held for acco~t of 'he ~epoBltor or delivered to a deai;:ated bank, 

cor,poratlon, or l~lvidual located in the continental United States. 

, !l!he inBtructions also provided that aecurl tieB other th2.n thoee· 0'£ the 

lini ted States mi&ht be accepted for lafekeeplng w1 t!1 the understanding 

that neither the United States B1~ Co~6Bionernor the United Statel 

Government ae~e &QJrel,Poneibillty. 

!:!he program Val apldicable to all depodted Ite:'118, even if 

blo'cke4 countr1ee or national. thereof had an interest therein am. even 

if such securities, etc., had Beale or 8taqpa &ffiae! in blocked countr1ea~• 
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ruB program Vaa approved br the President and. the Philippines 

vas notified to proceed ~~th its exeeution. However, the Blgh< 

Cornmissi onEr of the Philippines notU'ied ..the '1'!'f'e.sury < tlll'.t he wa.s 

vorrif:d Ea"bout deatroyir~ these aneta, pe:rtlc..aar!y the gold anc. s!.lver 

in the Philippines. !here vaa e. gol~ minine; industry in the P"nllippines 

vhich had.alarge ~ount of ailver, ail~er colna and silver bullion about 

v~~eh the Eigh Commissioner vas parti~&rly concerned. 

!o assure the 21gb Con~1esioner of ce~lete a~thor!ty vith 

respect to the execution of the finlWcial '.corched earthll policy ,I 

for the Philippines, the President, ~~ro-.:.&h tue Secreta::" of the Tre~su.ryt 

on Deceober 24, 1941 clelegated to him the powers of Section 301 3.Ild. 302 <, 

of !!'itle III of the War Powers .a.et which ar.tended Section Set) of the 

T~~iL6 with the ene~ Act. 

A repreeente,tive of theliit:h Comoia&1oDer's Office beg;m the 

work of aeceptine the assets ~s~~t to the pollc7 outl!cet e.~ove. 

lie Btt,rted tbi's jo't in Dnlch aecreer from the Treas"..lry etd!. e.~c1 continued 

at th.is work until he left w1!.h the property colle ctec:. for Corregidor on 

December 24th. Jione of the Treasury people wo!'~:ed on t~e phase of the 

work until after this representative of the Bieh Co~~s8ioner's Office 

depa.rted.. Depos!ts of property were received until Decem'ber 29tk. 

On Dece~ber 30th the property vhich ha~ been accepted ~~i~ thore :ive 

4a.ve in Nanila vas alao brought to Corregidor. 

!he 'bulk of the property taken into CUltOcly cOLsis ted of b::nk 

• and lecuri ti broker a8~ets held in open port!olio a8 be.n.'.t-cni!:.ed aseets 

or a. custodian tor 4epolitora. lome cleari~g house fUnds vereal80 

received. !'he tab-JlaUo'l of the kinde and amounts of property taken are 
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conta:l.n~d in records wtich are in San' hanei.co. 

• £1 of the property. except 80me Qo'Vermnent property. W&8 

, deposited in Tarloua vaults in the Philippine TrealUry reserTation. 

!hi. property -included about ls.:.ao boxee, of currency. b.oth tIn1 ted States 

and Philippine, .ome hu.D4re4a of bars of' COld. about 2, '100 .acke of 
. . . 

e11ver, and about a> boxea of .ecur1ties and other chattela in 'boxe. of' 

Ta:ri9'U.8 descriptions. In check1ng the cUrrency, whenever the property 

involved ,the Phi1i~ine '!reasur.r or Philippine Bational Jarik. repreaentativel. 
. . 

of the P.lillP1line Qo'Vernment were eon.ulte4 and participated in the work 

in .ome measure. 

'.AU of the .ecurlties were 4&pon ted in the tIn1 ted Statea 8C

cording to the direction of .the1r owners. )Urther instructiona dated 

September 22 •. 1942, .tate that the disposal of these .ecurlties ma.v be 

made notw1thatandin& the pro'V1a1ona of Genere.1 lh1l1ng )10. 11, but that ," 
'," .. 

if the ownere were located in the Philippinea or another blocked e Qlnt17 

the se~wr1tie8 "should be placed in blpeked acc~iB. 

!he rapid progrea. of the Japaneae Inva810n lett no time to 

. 4eatrQy valuables in Manila and deatruetion took p1&ee in Corre,140rafter 

the removal o£ the High Co_a8ioner'. ofnee to thatp1aee. l'he tint· 

eurrenC? was burned In.the inc1narator outeide of the .~T7 !annal. !he 
, . 

• 
. 

. 1lUtbarning took place 'In tro~t of t.bf; !'.b111pplna freal'l1l7 relervatioJl 

... ~. 

• 
and the,final outlide the Meiinta ~ at Correcidor• 

ila¥re telt that he had no aut!lority fo~ the 4eatruetion of the 

:»e.OI belonc1DC to the P.b11ippine !reaaury and the 'JIh11ipp1ne Kationel 
. , 

Jank. fbi•. currenOJ' vas 'burned under aut.hor1 tT 'fit a Commlallon appointed 
, , 

... 18 
''', 

,: 
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~ President Qaelon on which almost all the lame members. vi th the 

• exception of Saxon. eerved• 
... 

!'he gold and a substantiel amount of ' private securities were 

taken from the Island In a aubmar1ne Com.mencing sometime In hbrua.r,y, 

1942. Subsequant17. the !reasur,r·Dep&rtment eet up a procedure for 

bandllng the gold ballion and lecur.l~lel brought to the United States 

from the Ph!llpplnes. !he gold bullion val traneferred to the mint 

tor ai~ng and reflr.ement and. Vas eubaeq,uentJ.y: '4epodted In a lI})ec1al . 

blocked account In the na~e of ~oth the person vho originally d.~o.ited 
. !J 

the' gold with the High OomDd,aioner'a office and ~ other person who 

might have a cJa im of an interest In luch gold. !elle eecurities. which 

for the most part. had been turned Into the B11b Commiesioner" office 

~ the branch office of one of the AUi-ad 'BaUon.' b&!lZS in t!le .Philippl·nes, 

We~e deposited In blocked accounts with the United Statea parent bank 

of the Amp-rican branches or with United States branchea of the other 

Allied Bations' ~~ involved. Withd~a11 of gold or securities from 

blocked accounts so eltabliahed .could be made ~rs~t to ~ec1fic 

~reasur,y license. 

• 

Manila fell Janual'7 1. 1942, and ahortly thereaftert1;le Japanese 

vere in control of the Philippines, ucept for J5&.taan and Oorregidor. . to 

·&'To~d having Japaneae gather 13P ncb Ph11ipplne aecun tiea aDd. cu.rl"GJlC7' 

.a ha4 been lett In territor'7 JU)W occ'Clp1ed and create a ~ack market 

tor li~w1datlon of such aaaets tbroughoutthe Yorld, the !rea8~ vorked 

ou~ a program with the Philippine Commtal1oner in the 11n1te4Statea lJ1K)a1ng . 

• atrict control over Phil1p,pine currency an4 aecuritleB o~ts1de of the 

Philip; lines. On J8ZrU.1J.r7 14, 1942, the baldent COmm1a&1oner of the 
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~lippine Islanda to the United States issued a notice to all holders 

• of Philippine currency and'iecurit1ee elaevhere than within the Pbilippine. ' 

I Ilands , to d~oslt such currency and securities on or before February 1, 

1942, for registration aDd aafekeeping in a rion-en81ll1' bank. !he banks 

vere required to forwRrc! to the Hew York .Agency of the lhil1ppine 

matlonal lank _ detailed r~ort of the kinds and qwantlties ~eceived. 

It vouldbe "'B'liJDed that currency and aecur1tiea which 'appeared atter 

the end of that Itated interval woullS. have originated with the Japaneee 

in the lhilippines. 
-

~e B~ York Agency of the 'Philippine Batlonal lank ~nounced 

that it was prepared to purchaae all Philippine paper currency deposi ted 

on or before February 1,1942, in a blocked currency account with either 

a domestic bank or, with it, provided that all terms of General lulling 

Bo. 10 (deacribed below) had been co~liedvith in connection with 

INch currency.. Such currency wal to be PIl:l'chased at par. 

Simultaneously, the Secreta~ of the ~eesur,y,vith t~e approv&l 

ot the Preaident~ ialued General Ruling Bo. 10 to i~l8Dent the execu~i'n 
, . 

ot the above-c1eacribed progreJ!l announced by the Philippine Co!ll.lli1ldoner 

in the United States. 

Under thia general ruli~ all Philippine paper currency wJ,~~n 

the, "D'n1 ted ~tatea Vaa required to be de;peai ted in blocked. Currency ac

counta ill 'baUa 011 o~ betore J'ebl'l1&1'7 1. 1942. Ourrenq placed in wch 

accounta could be removed only vi th the pel'm1saiol1 ~f __ !rreasu1'7 

• De.partment under,_ tr~e&iD& control,licenae.~a were requ1re~ to 

report, on. or before J'ebraary 15, 1942, all 1'h11ippine currency in their 

poale8si~n. jll, dealings in 8UCh,currency Yere prohibited. 
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, fh18 ,eneral ruliDg al80 curbed all dealing in aecuri tie8 

• issued by•. or the o'b1ip'tion of. ,i thel' the Philippine GoY'ernment or IL1l1' 

corporetion'orgaDile4 under lr~l1ppine Law UnlesB a 'cleerance certificate l 

• 


known .. ~eaBur.Y Department JOrm !FEL-2 had been atteehed. Persons 

Vith1nthe United Siate8 hold!D6 8ZJ7 auch .ecurities were able to have 

their clea:rance certifiede. attached to their ..curl ties before 

J'eb1"l:.l&l7 1. ,1942. with a minimum of inconvani enee aince the l'ede-:-al 

laeerv~ Janka automatical17 attached .hele certificates upon presentation 

of the .ecurities accanpan1ed b7 "their d8lcription. 
~ .

Jtter Jebruar.v.l, 1942, the~l~ar&nce certificpte8 were att~ched 

to Pbilippine securities 0017 after the holder had .atiBfectoril~ explained 

hiB poesession of the .e~~ities and the rea80n a clearance certificete 

had not been attached prior to February 1, 1942. 

On ])ecember B. '1942, 01141 7ear' &fhr~earl'.rbor.a·'Joint .... 

memorandum Was released in Washington by the Philippine Go"l"ernm(!~t aof~ 
-

the United St&tes Treesur,y Depertment. !.he memorandum set up a procedure 
" 

tor the release of Philippine .ecurities ~osited in banks outside of 

the Un1 ted StateB, and wi thin the ceneral17 licen8ed trade area. 

!here Vere certain large Philippine corpora.tions. particularly 

utilit,. com,pan1es BUch as Ma::dla XLectnc C0m.Pe..DT. ~la Gal Corporation... ..~ 

. , . . 

and Philippine Long t»..tance felephone CompaJl1'. th&t had tub.tantial 
.. .' . 

&l8et8in the Philippines &n4 at the lame Ume had bondholder8in the 
, , 

V'ni ted State8. !he plq'ai&tl a ..eta ai wen a8 IlOst of the worldIlg c~i tal 

ot these companiea were all in the 7J?11ippines.' .Although they might 

l:Ia.ve bad bank acccn:mt. in tha Un!te~ 8ta.te8 thoae accounta &ener81.l7 
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• 
were 81~ly for the ~r,po8e of 8erviclng.thelr'bonded,indebtednesB In 

the United States• 
• 

(ili) 8cor~ied Earth PQllc~ and BAwaii. 

In the lIUmT.ler of 1942 the GoveI11or 'of B.a.wa11. acting 

purs~~t to the authority 7ested In him b.f theSecretar,y of the ~ea6ur.1 

to act tor him in con.nect~,on V1ththe treeJing control luued reguls,tlon8 

relating to seauritles and curre~ InBswa11 to 4~feat the enemy from 
. .' . 

mald.ng effective ute of the fln2.l'lcisl l"flsources of the 1,slande In the event 

of a iuccesstnl invasion. .' 

Under these regulations the ordiner? United States ~xrre~cy 

c1rculaU::l.G in Hawaii Was wi thd.re.wu t!'om circule.tion and vas reple.ce6 

vith a new ee:ies of United States currency bearlng the distl::l.ctive brown 

leal and. the word lI&,wa11" ove:rpri!l~ea.• !rhecirculet!on in liawal1 of 

all ot=.er United. States curre~cy vas prohibited. .All securities within 

Jie.1I.·a11 vere p~rforated·wi th the offici £.1 s,ynbol eiill. ~e Hawa! ien 

cur,.ency fD.d the pel'forated seC"J.l'i tiea cruld not be exported from the, 

islands, e%ce~t purs~t to license. In the event the lslfzae were 

occupied. 1t would !:.ave been difflcul t for the enemy to he.'\"e ree.lized 

any gain from the easily Identifiable cu~ency and 8e~tle& which 

were not destroyed• 

.(tv) Q')Atrol of Chec~;8 ane. Draft. - General, Roll" nk SA. 
, 

• 
!hrough information obtained' through the Offlce of Censorship 

and :ar1tlsh Cenlor.ship 1 t Vas found that eabate.ntiel BJ:l~.mta of fwll!s 

Yere being transmi ttedbetween the Western Jle!:,lsphere e.ne. the l!bropean 

areal throU&h the medium ofUzdted States dOllar checks and 4re.1'ts. It 
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Val found, moreover, th&t 1n ~ casel persons 1n the United States 

.' vere remi t tiL6 United Stat es currenc;y and vere Bending aecur1 t1 as or 

coupons to the blocked !Uropean countries. 

• 


It i8 1~ortanttonote 1n tbis connectio~ t~~t the c~pcks and 

drafts enabled persons to reeit funes directlr to a beneficiary without 

lndiceting to a third p&.rt;y the reason for 'the pa,'V'JDent or the ne.t"l!'e 

of the Underlying transe.etlon. Such checks were ucc~r.trol!e" from t:te 

time ofthe1r 1ss~ce until the;y Yere ret~rned to b~rJdng channels for 

collection. !he~p could be e::ldorsed In ble.:lk and passed, thro'U(;h an..v 

Iluz:lber ot persons, desirable or undesi:::'L"ble. ana. tl,:I;'s, ";~:.r:-.'·J.~ the 

ano~vmit;y which th~ afforded. furnish to enen1es a conv~ient medium 

of exchange acceptable throughout the world. It was e7en p08siele for 

persous in blocked countries to acq".l1 re free dollars wi t:hin the Un! ted. 

Sta.tes by purchasing such lnstruEe~ts a:i.d returnir.g tLe;::) tl:ro·.;e;n un'blocked 

interot\!diar1es, for e ~le. in Latin .America., to the Uni t~G. Sta.tes 

fo'!' collection 8.l:'oQ. creCit .to free acco~ts. As a ma.t~cr of ,fact, evell 

tho~ .uch check& were sent directl;y to the United States from the 

blocke~ eo·~tr.7 the underlying transactions were ordinaril;y not ~bjectei 

to ~ scr~tiC1 or control ainee moat of the cheekawere collecte~ and 

ps.id UIlder General License Bo. 1 or the neutral general lice:l.ses. . 

!he fEict thatUni ted StateB dollar chec~ and drc:.fts were 

readily.acceptable In blocked. cO't!lltnes ~e 1t pon1ble for tne enet:tV 

to obtain foreign Bchange through the Bale of dollar chec!:s &!i.d dre:f'ts. 

wbicb had. ·come into his Possession, 'tp persons In the' neutral, blocked 

countries. )'or example, our Lecatlcm .1n Sw1tSiriana. reported in 1943 tbt 
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.: Ge1'fll8.DT had obte1 ned po aaesalo.n of dollar c!leck~ and. draf ts in the 

amount o~ appronmately $12 million. !rheae ch.ecks. and draftl fteN

probably looted frOm perBons in countries occupied by Gel"!!l8..DY. The 

liegation further reported. that German egents were attempting to . 
'. 

aell theae dollar check. &n:d dre.fta at a 11acount in &,,-1 t~erlE.Ild &nd 

Portugal. in order to obtain Swisa trancs and Portuguese escudos. 

!he !rit1sh Government was interested in the problem of 

controll1n& traffic in checks and drafta. Pertic-...J.a.rly alnce it controlled·- . 

1I0st of the cot::mnl1l1ce.t1ons between the Western Bemisphere &nd Europe .. ~ 
. \ 

throup ita censorship ~t&.t1on8 at !ermuda and ~n1dad.. Aecordine:;ly. 

1t Was decided that the problem .hould be dealt with ~oint11 by the 

!rltiBh and UnitedStatee Governments. 

!he first at~ t~en to control thls trafflc was the isr~ce 

on .Au6'.:.st 31, 1942 of Pilbllc Interpretation lio. 6. wl:ich. in effect, . ' 

prevented the 8ending of checks, draftB, ie~~ritles or currency fro= the 

Uni ted. States to Uoc!.:ed European neutral countries and thereby :forced 

web rami ttancea throup baDld.ng channels. hblic Interpretation Eo. 6 

41d not, however, atop the now of '-ollar checka and clre.ft8 to Europe. 

Moreover, in view of the t£~ct tu.t dollar inBtrw!lents circulating in 

the blocked countries could atill be aent, to the Uni ted States for P81DIent., 
... 

their marlte\abili ty in thole countries waa not affected by the a;port 

restriction. i.~e4 b7 hblic Interpretation Bo. 6. 

• 
!o 48I troy the value of dolhr checks and draft. in the blocked 

cou.ntzi e8 not w1 thin the cenerall¥ l1ce.uled trade area. it was decl4id to 

l1qpole atrict1m.port controll over chew and hefts "blch there Vas aDT 
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