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~ “iltimate disposition of property in blocked accounts that was not otherwise being releas

Four courses of action were considered.

First, the blocking controls could be continued indefinitely. This would force ov

(1]

use certification in order to obtain the release of their property, but its disadvantages wer
political: owners would exert pressure in the U.S. and the extended use of war powers it

impiy would be “obnoxious to Congress as well as to banks.”

Second, property could be unéonditionally unblocked, without certification. This was not a

popular option either, since FFC had learned that from June 1946 to January 1947, “at le:

/ners to

would

‘This alternative was rejected.'”®

st $2

million of concealed enemy property” was “among accounts préviously blocked only as Dutch, .

Swiss, etc.”” Thus the assumption that the certification procedure was unlikely to reveal

significant amount of enemy property was deemed questionable.

Third, the U.S. government could conduct a new census of uncertified, blocked as
The infenﬁation 6Etained in a census would help the FFC formulaie defrosting policies, al
census would be condﬁcted with the expressed inteﬁt of turning over the results to Europea
govcmmenﬁs. A new census would encoufage more voluntary reporting, and foreign
govemmen;s would be encéuraged to show leniency toward those who were now deciarin

previously undeclared assets. While this third option would also have 'affdfdcd “some stati

ifes, Box 457 [Dau] see also Histor,
est'ons and opinions regardmg tL

- ____..g._..._._
defreez;ng of aheg capital jn the U.S.” esntains a’Ccomparible dist
Defrosting #1, Box 95, 29 November 1947- [310366-3103‘? 7
1% History of FFC, Chapter 6, 39-40 [331760-33)" ;
199 Hts{ory of FFC, Chapter 6, 42 [331763]. :
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’ 1 / REPRODUE;‘EDATTQENAT!ONALAﬁCﬂwEg.
f/ SWISs BANK CORPQRATEQN Basle, 16th DecemberT 147
' ! | GENERAL MA]\”'..AGER . B
B i ;o /
/ ,.“'}.;’ .//’ , /
9‘} ; -l !‘1 —;/{ :
i
of
Dear Mr. Richards, oure ...
apove all I wish to thank you for the e e
courtesies you extended to me in Washington in , ;ndirectf
November last and I would pe happy if oul exchange YMroct,
of views has beell useful to clear up some of the : :
aspects of the important problem of forelgn funds
control. Perhaps it may interest you to read -the en-
closed summary which I have prepared as a result A .
of my conversations in4Washington and with the Cols hedd
_Federal Reserve Bank in New York. T would 1like to te - -
emphasise that thls summary represents my personal. Pgs.

ylews only, though I have no doubt that they are ‘
fully shared by all banks and bankers in- this country. '15

o 1 gvail myself of this opportunity to extend %nl
to you my pest wishes for Merry Cnristmas and Happy telusiv
" New Year and remain with kindest personal regards, ,
' Yours sincerely, ’ :
f’ % , aclple
4 I/Aﬂ//A«ﬁw””¥’ 1¢ an
AATTET - | : . ents
, 4.C. NussbaumeT :ct@d'
g | .
Eﬂcl. ! L : . w
Mr. John S. Richards, Ass. Director, 8.
Treasury Department, %rrg
o

Washington.

sueh &s outliaael L oot n-enemy foreign assets | e

trassler af‘;§¢t~§f“?§f praceeding a1§na§'§?t§,‘§f““??°g°ﬂ

‘ 5 oassats o the Allen Froperiy "‘u;ito‘f?! %
By Lustoalan wou

!

4 -y WS 5 &

. E:'r'f :‘K’ :;‘ﬁ {3"}3 1‘: ! cvqr #’!
- - ’ s f-:’ .Iul.‘

ztiong Lo eouri,
It 1s aot U '

4Ot Lne pur;c

is iot tne jurjose of tils ag y

?f‘?nf such interfersice o 8 aots to exauine the leysl us; |
?cx*gn sculd certslaly be ; cospulsary RmesSSUrc. bove il
«ith and trust und nierpreted abro; BROVS &2 f

LI 1 ‘ , road as @ TS .
at & tice whes Shis leud to a ge.sr:l disrupilen of toart

$o spesto St ik confidence ig slready bl
..;1%1% s.‘..fﬁt »Lﬂ}&d ¥ L P@storgd.s »lr&ady bﬁﬁ}.y 5:;&;‘;&{& -z



http:ro.1q.a1

l?;i;:F:IinDUCED AT THE NATIONAL ARCHIVES . 0 t C LA 5 N F] E D 7l R G \ 3 \

‘
At &//VQ 4}55/07 | FEC S
. j%f’ Y ﬁaﬂgﬁétieﬁﬁ P @,A”,,

Vai 3

A}
\

WISS BANK CORPORATIGN Basle, 14th December 1,«47. ..

GENERAL MANAGER ‘

Dear lir. Richards,

Above all I wish to thank you for the
courtesies you extended to me in Washington in
November last and I would be happy if our exchange
of views has been useful to clear up some of the
aspects of the important problem of foreign funds
control. Perhaps it may interest you to read the en-
closed summary which I have prepared as a result
of my conversations in Washington and with the
Federal Reserve Bank in New York. I would like to
emphasise that this Summary represents my personal
views only, though I have no doubt that they are
fully shared by all banks and bankers in this country.

I avall myself of this opportunity to extend
to you my best wishes for Merry Christmas and Happy
New Year and remain with kindest personal regards,

Yours SiHCQTely, Y4
g//ﬁf /{ LgaanT s

‘4,C., Nussbaumer

Encl.
Mr. John S. Richards, Ass. Director,
Treasury Department,

Washingtone.
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2) Frotect acn-snemy funds pgulist sneny saixure or zr@ssure
for delivery. ‘ . .

by Wentify easuy property sad engsy interest direct or l:idiresd,
¢} aveid traassotlions %euefi.u*ng tise enesy direct or {ndirect,

&) Protection of fiﬁchl i”tcrest of rereign goveramentsa .

t) Locoparstion with forsign goveraments to ideatify esseis held
17 Leleia by thelr respective astionsls sad inteation o
facliloate surrsudser or forced repstrie uiﬂﬂ or suckh fands
o the QGV@rl&euue ecucorad,

Litenpt to force feralgn private sssets to ‘mat101 ate o
Slagrgdag of Guropead rellef «ad longterm ald progras an

L pround that sueh flusaclag would otharelss be an excliugive
canPge Lo hzericad tax payer.

)

-

s

Le bV Red alesys besh Lhe trahibtwaal pel cj and basic ,ri*ulrhﬁ
OF tha uiited States goverameat and maay other dewwerstlc wixd
laweabdiding countries that private deposits and lavestiwals
eisher national or forelgn, eantrusted to thes, are pretegted
by law and can under no circunstances be the object of

&) cowpulssry coapensation with credits or loans srantes to
forelgn governvente,

b) seizure or conpulsary surrenter to foreign gover mants,

¢) eouprulsary appiication ia Usl.ii of the filscal w«ad curre ey
dawe prozulgated Ly foreign govarsments ard upjlylag to
netionals resident ia thelir eswia country oiily.

4) Mnitytions or restrictione in coaneetion «ith internel
Foliticad problema, especlelly having regeni to vhe i cing
ef the Zuropsan 21d prc;ram.

‘Z. Ay interfarzace with aonesneny forelgn ssssis Jor juryoses

such &s cu*lia&i in the praue&éing <linea 1) or %y way of
traasfey of wu asasts Lo the Allea sroperty Custedle:d wouds
Lave grave ra,arCuse’“;s #il ovsr the world sad lesad to nw
0%8 ’ALV‘-O J’B i»a C"""r»o

Se Il s 9»-»&@ pur;ose of thls auots to oxumiua ‘e ;e&nl dspwsla
of sny sueih interfersice Or coupulsaly HOasure. . hove slil g
action would cﬁrtaigly be laterpreted svrosd wus s wreach of
Talth snd Lrust wad lesd To & geuersd disrupivion of acnfiﬁ
el g time when til: czonfidence ia glraady bedly snaren Lo
i grestest need Lo Le restored - ‘
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Go ;ha measure of suecmss, axyressad in uoL;ars, of any Ccﬁkhlﬂd‘
ection taiken by the idalndstretion muet be consldersd negliy iqb.

&) comp:red with the un-~estimable mérai aamage 1t would cause
in 8ll countrles whare private capltal and private eanterw
prise are slmost the o.ly eoﬂstructivo fectors lart for the

future. .
b) coupnred wilth ithe encrmous sums iavclved 1n the recouastruce
tion 3urope and for the restauwratlion of » souné aconcic

system and markets in s1ll countries,

S. “hat would the reaction of public opiaion, of 1Adu3try, SOl
merce and flaaneclal elreclss in the U.S.5. be, if any compulsary
snd discrinmate action vwould be taken by 8 foreign gover:usent
againat Awmerican privete sssets and investments? Gould the
Ueb, Adzinistration accept any action by a foreign goverument
directed against or prejudicing vital private Azerican i:iter-
esta? Yould the U.i. govermment approve of any action tsken
y & forelgn government, {n support of another forelgn gover:i-
menty directed towards ildeatifying and prejudicing American
interests z2n? investments in such other country or couztries?

6, Considering the primsry purjose for whioh foreiga fuands in
the U.,5..6 Were frozea, would it not be falt to say that sinice
rost{litles have long cessed, these fuuds should be surresdcerad
nt the esrliest possible momeat to the rightful owners, prove
1ded alWways that no suemy iatsrest, either directly or i.2irecte
ly 18 vasted 1n such tuads?

The resson for the aaqtemplatcd transfer hes been Ges-
cribed as follows 1

2) The necessity to terainate foreiaa fusds con 1tral wad the
certification schemes at preseat in force, :

k) The slow FTOET033 nade by the oxiating eevtification srisnge-
nents., -

¢) The oxhaustlon of the funds voted by LOﬁgress for the CIfice
of Forelgn Fuands Coatrol and the unlikelihood of addic (ﬁuul
eredits being xade svallable,

It has elsc been intimated that once foreign funds
iould have been traansferred to the Alisn Froperty Custedian bhe
‘cmrtif&cation procadure would 1o longer be zllowed to fuanctic
Furthercore, it apjears thst #ll foreign funds, whether exe*i,
acneenemy Or neu*rel, Lael Udixg Swiss asswta, would ful wer
the urﬁaarer.

It 18 clear tnat the Oflice of Forelgn Miuig Contro:
hizs to be liguidated soconer or later. It may also be corrasct that
the certificsation procedure hss in some cases not given the ex-
yscted quick results. But these Mets could aever justify to ¢oons-
sider alien assets not certified within a restricted period as
enexy propertys '

AS regarde v the certiiilesilion sysisn

“es Ia faetl oaly become q;#rativa v14ca sareh 1sty Ly4, :
the necessziiy to craste the necessary oPpa-iisatien il mounliiuryy
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to engage quslified staff und to prepare thne detalled lasitrucilons
&3 to the mesuing and sxcaat of the very coupllcated conditlons
1sid dowa for the purpose. Since lhean, scertificaiioa has nade
satisfactory and rapild progress in so far as physical ceners of
assets were concerned, wheress the comditions rulling for the
cartification of operating xnd non-operating eomrmdies, heidlag
coipanieg,finance trusts, fauily foundations 4 8.0 rejuire su-
tensive Investigatiion u: pre a great obstscle to the early ger-

tifieaticn of assats of collective iastitutions of all wind,
Until November 3I0th more than 2/3 of iviss assets bave been »er~
tified, snd over 100,000 certificates have besa issued by ti
Suise Compensation c}fieo,'iacludxng those covaring doliar
securities physioully deposited ia Switgerlawmd,

In aceordsnce with the agreezent sigaed bttheeu iha
i 1%9& itates and iviss governments on dovember Ioth, ly46, tiw
,»isa goverazent accepted the certificetion procedure anld uader-
took to megregate all eneny assets, In view of this wuldertaniiy
~and the efforts macde by the Swisgs Compeamation Oifice to acconpe-
lisa their task in the shortest possible time, it is indisponsuiles
toc give the Swiss agency the necessary time to sccomplish tuelir
task; furthersore, certain csomplicuted conditions for certifics~
tion should be simpliified, Iaq sny omse, the Ywiss Cowpensation
Crfice whieh 1s resycn£1ble for the ecertification ahould noct be
peualised for executing their mandate with che grabtest cuare asd
precision,

. The transfer of iwiss assets to the allen ?raperty
wistodian 18 therefore conmplately cut of the questilon, zince o
part ¢f these assasts, except enemy asgets which will Uve sauraéd.aa
by the wiss governmsnt, is a:eny progperty,

Conceraing aazshy . et ; doposizad 1 veleice

2o the asme of Swiss baaks and o.hsr flnnneo 1nst1tutiuz; the
re;uired prior cross-certificetion by the respective foreign
goveranent agency is the zsin obstacle to the ultimate certiiica-
’ion by uthe Swiss uemxeasation Uffice and this eross-certificztion
shculd  be abolished. Ia the gase of Freach assets held through
switzerland, the eruvss-cuzrtification by the Presach Office de Ll
appears totally uanecessary siasce the swiss Compensation Ufiice
will oaly certify none-gnemy property and is in fuct 47 & wuch
batier position then the Freach agency to establish the eanenny or
aone-snety status of French assets, It is almost excluded that
aueny interests were concesled or cloaked under French names be-
fore tas ocutbresk of the war, whereas the books and eorresponisace
of the dwiss banks will show oclearly the amouats snd detallr of
assets held by residents in Frauce st the reference dsete fixed buy
the american rejgulstions, and gubstantial balaices or securiiiss
added thereaflter must ve Justified as to the origin snd source
vhere tney wesre derived irom. The reguired eross-certificmiion iz
unger preseat comiiticas no inducement vut the priacipal recsos Ly
detaln Freach holders from having thelir assets certified and o
‘chunge in their sttitude is tc be expected even 1f non-certified
French agsots snculd be transferred to the Allen Froperty Custodiul
I'he seme aprlies to f-assets of residents 1a Italy, the more s

w8 Italian assets in Gwitzerland have been freed 1in Jctober lydc
withaut any ascessity for cross-certification by an Italisn
soverneent szsney, how could It be Justifled that Itslian cwiaess
of dollar assets depcsiteld throuph Swilss baaks 1a Vebeds sShould
subnlt o ma Italisn crozsecertification when tuelr assels in
wiitzerland projyer were not subject o suea « limitstien?

st e
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- reguirements ia foreign surraacy.

It has besn 1ndiest¢d that by a transfer %0 the alieu
’roperty Custodisn the foreign holders of ass ts could be forcad
to reglster with or surreader then to thelr reapective govermsent
ory falliag ihis, toat they could bs coxpelled to share the
azerlean tax payer‘s burden by having thelr seseta uged «Sirectly

or indirectly~ for ths liasncing % their gggntﬁez tg:cc%ﬁfﬁgcéiua
would no obtained,

: First of sll it seems ineonceivable under the originsl
;radins with the Enemy arot that allen assets can be treated in
oulk 68 eanemy preperty for the scle reasén that they hava aet
been certifled within s limited period, siace :

8) it 13 well kaowa that enemy assets represeat ealy an fafiastes~
imal part of ths toisl of foreign asssts ia U.l.ie :

b) 211 goveraments havevalfaady tzken asctive measurss or have
forsally uadertazen to 1deatify and segregste eneny interests,

Apart from the questionzble legel sspect of the problex,
the traasfer of all foreign assets to the Allen Property custedlan
would defeat {ts malin purpose to identify them, whereas It would
ori the eoitrary tleck thease funds still turthnr iastead of bringly
thasm asarer the ultimate unfreezing aw& thadr wluatary ewjploymeant
rar constiructive purpoacs. '

| ﬁharoas blocked non-anemy eash balanaes @aa securities

Ccan aow b used for numercus transactions witnin the lisits of ihns

lae, esyeclally for laveetuent and reinvestsent, thelr traisfler to
Alien Vroperty Custodien would result fa & loss to all parties coie
ceraed, but especizlly to the imericen Tex suthorities. Taxable
revemus in brokerage, danking comsissioans, stamp, fees aad incuns
tax o1 collected dividenda &nd interests no doubt smount to mauy
million dollars w year, whereas the cost of walntaining Forsign
Funds Control evea for saother period of s« fow years would narily
be worth meantioaing ia com;artsiﬂa,vith the great fisancial
1sternats iavolved.

Considering ull espscts of the problem, it seems ¢loar
toat the transfer of the non-enemy foreign funds to the alien
Froperty Custedias would mean to put the elock basok by a few more
years, the more s¢ a3 already montioned, the certificstion pro-
ocdure would ac loanger bs sliowed to function, esch owner having
to apply te the Allen Froperty Custodisn for {hs release of his
preporty. It would also retard and discourage free eaterpyrise «id
represent a substantial loss of income to the ?rcaaury, witncut
being of the nliahtcst use to saybody.

tbove all such & messure would produce & most unwarrzit-
ed shoez in all interaati{cnel filnance sind buziness circles, whilch
sLould be avolded at «ll costa.

: In any case the treansfer of the unaertified as5etls Lo tna
iifen rroperty Custedian would

) kill those assots as movable, ﬁ;éaa— and tax produciag a0

cozstructiva capital,

%) reader imjossible the funetioaing of ths present svstex of
institutionel and private subsidles o resideats in Lurcpe,
ti:areby crestiag more nardship, mere Jistress, wore difficuliis

.
“f
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¢) rexder im;ossible to have these funds certifled us avi-ensiy
property and surrencdered te thelir rightful owanrs for new e tfsr-
prise and productivo iavaataant. ‘

] 'an .aﬁ :N! B
’ ~ The a*laged exyectation taat tno transler cf ;cz~cervit;&
uﬂs to klien Property Custodian would induce foreign holder: to
regiaster or surreader thelir securitles or facllitate the ldentific-

ation and use of these funds for foreign filnancing purposss is
totally fallacious. spsrt from the fact that such e transfer would
appeat to0 be &) unconstituticnal, b) contrary to the aeamiag of the
original Trading with the Enemy let «end ¢) ageinst all priicizles
s0 far pudblished by the idministration In regard to the prot eetiaa
of privete capital x4 free saterprlise, the trsnsfer would Lave ne

~useful effect whetsoever in so fsr a5 there would be o organbericn

left to certify and defreese these sgsets or induce thex oa & ,
voluatary basis to ¢ontribute, at least ia purt, towards faternu-
tionsl reconstruction, It zust slso be considered thatf such a itrane-
fer to the Alien Property Lustodisn would be cocasidered abrosd az &
first step towards selzure or confiscation, ispression which should
at all costs be avoided. o

&n an altorqativo te tua traastor of rcrnign GB83¢TE LO
g Allea Froperty Custodiaa 1t has Dees sugiested to nave a 6%
cansug made of sll forelgn assets with american banks snd [lasazial

“laztitutions, From & practicsl point of view tne ceasus would hardly

give any useful inforsation over and above that which himas resulted
frow the first census, with lhe excepiion thatl many fwude iwive slace
afan cortified and nea rrae funds nave been transferred to ey Iork
nich i1 any case would not fall under the census., The purpese of
ﬂuch & nev ceasus apyears therefore clsirly to be to releuse tie
~dsintatration of the undertsking givea at the first census that Lié
results would only be used for official internal purpocses, There is
net the sligntest doudt that sueh an aetion would creats grsve per-
cussions abroad lansssmich s it would cersainly be {:hterpreted as a
vreseh of trust and coinfidence. The census would reculre enorrous
6xtra 8tafl aad work aad it gseems fair to say that at least one
vesr would laps before the result of the census could be worksd ocut
for practical purposes. Purthsrmore, the census mould oaly give the
iduinistration the names of the persons domiciled abrosd who enter-
toin direct accouats and depoaits of wecurities in U.5.A., w%hereas
the bulk of the assots would sgain not be identified, In this con-
nection 1t would weenm straoge that the eeasus should primarily or
even sxclusively hit shose pursons who had the grsatest confidencs
fn the Adzminlistiration aad the banks, whereas thoge who had not the
same confldence and preferred to deposit their cajpital through the
iatarmﬂdiary of foreign banks would not be affected. Would it ot

. be falr to say thet the Administrstica i{n ullowing thenself to act

28 fiscal ageant for foreign governments and as exegutor ia L...:i.

of currency and other lawa, valld oaly ia the countries of or;&in _

would become an accessory tc the fact &nd commit an act at lesst as
eriticable than 4f 1t surresdered directly these assets to tie
Torelgn goveramsents conceraed? It hes alweys been an interaailcsmily
z:r@;.aﬂ Frinciple that laws promulpated by aay goverameat “ng oLy
*a:a~ effect within the tarritory of the cuuatry coicernad « Lt
weuld 88en sirange that the Ul gave"ﬂrent, #530 has always fuh&ht

«’e
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for zha atrict zalintenunce and respect of iaterzsticnal law
saould be the one to take a2 couletely ey;oaita attitude 1In respect
of internationsgl privats invesimeat,

The suggestion of a now census has in jart Deen based
o1 the sttitude takea time sgo by sa Laportaat a{xied goverangat
topooperste with the French goverasent ia surreseriag uve the
latier the privaie fuuds deposited {1 shat country. ipart froam ilhe.
fact that it i3 questionable whether such an actis sufficlest
Justificsation for the admiaistrztion to ada;t it az well, it is
& fuct that the allied govarazent in question has aaver'aade wy
attenpt to tdentlfy or help to surreader the private Frezach fu.ds
deposited undar the asme of foreign banks: anéd that furthernore
uatil quite receantly only 15% of the direct funde held by Freach
anticnals in that ecountry have been surrendered to the Frsach

- goverameat, which ghould be & clear Ladlestion of the faeld thal
atieupt i85 at prasant hﬁiiﬁ nede %0 anforce the agreeusnt obLi:ined
{n the psst,

VeSeks and switzerleand are today thﬁ oxly twe vouatries
left with an entirely free currensy systenj both couuiries are
creditor and lending nxtions auxd botn fight againat aatlonallise ticyy,
socizligstion and sgeinst any gover:ment action dirsctsd to curis:il
private sxterprise and free caplitsal. Yould it sot seem extraorde
1nary that at this Juncture when the whele wolkl {3 more than ever

ia2 need of hope, coafldente and eacoursgemeat sad wiwa Iree eate;~
yrise is in daager in so many countries, the U.i. goverament siw:ld
allcm ftself to become the iastrument or a policy which is glam-
.ctricnlly eppoaod to 1t9 o5 n?

: It appears that the opinioen is prevalliug 1in verious

circles that the Ameriean tax payer ¢an a0t be expected to

shoulder the whole burden of this 2148 program «nd that ke hug
forelgn private fuads depesitsd {a Ud,4, must be used be.ore cr
sigultanecualy to relieve at least ia pari the american tax jpayar.
Furthermore the American and iater:mtional baiks have veea re-
Ppoached that they sre protecting tax dodging oajital end hava ,
aadie no sttempt to Liaduce thelir clieats to surreander their foreign,
_eurrencles to their goverameats who are o much in need of then, [
Tnls and similar reproaches ars hardly Jjustified, lnasuuck ﬁﬁ xsﬁ B
sanks eould not be expected to induce their clients to mzke &z ‘
investaent Lo which, & prieri, a loss of 50 « 705 must bg ax,evzad.
It 1s trus that for ianstance %rench eapital has traditienally sougiht
diversified invaeslimeants in foreign currsacies but It {8 equuliy trus
that a large part of Freach capital dejpousited abroad would raiuiu
nome or ceatribute on a veluatary basis towards the finanelal

aeeds of their souatry (I the interasl economical and politicazl
conditions justified it and if the repatriation ecould be =made
wlthout penalty and st conditions which respond more closely Lo tha
artual {atrinsie valus of tnair currenty.

3c messure sould ever be Justified WhACL would have the
purpose of forcing foreign private capltal by complsary action te
rapatriate or to eoatriluite, agaln by compulsary mescurss, to ths
fiszuelng which the U.3, goversment may decida to grant cartaia
ceuntries of Sureojye. action taken fu this 3e:use wouwld Lo dOUb
iave farreaciing cousequences in the future,‘wneregs Lﬁ@ ,m,cr~.¢»a
cf privete espltal shich cculd be zade avallable by coupulsgsry

ohe
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zoasures would sot be 1a any proportion to the general Durcpeas
sid required or juptify the soral and materiel dunsge which would
be caused by such action, The selzure or coupulsary surrsader of
theze private funde would simply deprive the foreign couniriles
coiicerned of their last private reserves =znd rozources at preseat
available for the future, wheress they would play a6 consiructive
part 4a the restauration of their couatry uder present eircun-
stuNCaE,

The ouly possible way by vnicn the coatribution of privats
capltsl 13 obtainable must e oa a voluntary basis 1f the L.:,
governpeat stirfibutes rezlly fuadameatal ix;ortaace Lo (reedor of
trade, axehanses and copital movenent as well as t0 free eatsrprise
and saviag. The i.5, governmeant bas the power to subject their aid
to specific economie ¢oaditions which must be fulfilled by aay
foreign government applying for helpy if the flasacisl assistance
is e coatisue untll Nll ristauration of sound econdmice axt pelitics
al conditicng in ezcn coustry concernsd lLes deen obtalned, va iins
oihar hand, ‘it 1g for the forelgn governments coaceraed o Creaie
the spcessary-conditions on wilch they can expect froz thelr astiosn-
sls and entitles them to iavite them with hope of success te sur-
rogder part of their foreign currencies or to make thez svalilablie
for the sunonynous subsceription to an i{nterastionsl lean te be izsued
in ‘ue course, As loag w3 such conditions do not prevall, it would
be 8 grave zistake to take any actien which in soms way or oiner
would affect the freedom cf privets eaplital and the proteciion in
law to whieh 1t is entitled, Restrictiicas to the defreezing snd fras
surrender of forelgn ssgetls should 1a any ouse be linzited to those
awtionala whose countries are applying for flaancisl help to the
Lelieis ndar the Buropean aid progran, winereas no reasson whalscever
could gver be justifisd to retain or bloek still further otnar .
forsign none-enany ssscts, ,

Qﬂﬁ&lﬂ&l&ﬂl.& .

Thiere is no doubt that the U.3. goverameat has & grest
task to MIfLIl La resteuring confidence iz the world aad that 1t
may be almost the ouly one able to perfora this heavy taak. The
protaction of private eaterprise and private capital should de tie
basis for all considerations sl decisloas siuce privats eaterprise
and private capital will be almost ths enly eonstruetivo factors
revaining for the reeconstruction of the world as it is. &ay cozpul-
sary meuaul'es should be earsifully avolded, whereas it e¢ould fulil on
the foreign zovernments conceraed to oreste such coxiitions intoraslly
a5 would Justify tne full ecoafldsnce of thelr owa anetloasls.

Consequently tue trunsfer of foreign noa-certified ess:u

- to tha allen Property Custedlan or the @¥stablishment of a asu uwxsus

of the foroign azsota deposited {n U.5.4, would Do 2 grest zistuke
apart fros giviang ac practical results worth speaking of. say sucu
reseure sould put the c¢lock back for seversl years aud retard rae
covery and free eaterprise.

The priaeipal gteyp to be taxen at tils Junciure sa04l£
vonsist to offer every fucility for the certificstlion of sll
foralga assots sad the segrepstion of euneny ussats,

In this conuection I venture to wake the followiag
suggestions

o/
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a) aimplificatzoa of the c»rtifzcstieu procecure especially
in regard to cosjpanies and other institutions,

b) Authorisation to Swiss Compensatio: Cffice to accept for .
certificution & uon~snemy declsrstica of authorised Juiss
banks sueh &8 Lss bsen sciaypted already by Gre t dricvaln
aid Cancda.

¢) Extension of the time limit for eartificmtioa to aay .
1lst Decenbsr 1543,

d4) Exemption from transfer to illsa Frojerty Custodisa of sil
Swiss assets registered for certification with the Suisgs
Conpenpation 2Mfice at a gilven date snd act yet dealt witi,

@) Trassfer of iSnxiss assets act certified watil 31st Decsaber
1943 to specisl Swiss blocked aceocunt avolding trunsfer of
thass nmn-c&rtifiod assats te wlian ?ro;erty Custodian,

AR

adclition of eross=gertifl icatiéa by foreign savafnnent REENCY
and authorisation te Swiss Compensstion ffice to accept for
cersifiQauiﬁd & aca=endny declsration of an mutherised Swiss
béﬁ Q&. )

a) aboliiloa of cross-certificetion by foreign governzent
QERICY » ,

- B) ~utherisation to Gwiss lompensution Uffice to accept

aon-gneny declaration by suthorised S« iss banks,

¢) Comylete defreeziag of nationali of countries who are aot
applying for rilaaeial help to Usi.ie ©n the Luropean aiu

proaram.~

I have beean asked to study a molutieu which weuld keap

in sind the lateraal political regulirecents {a U,5,i. 123 regurd

to the Curopean aild program and at the sase tine avold sny cou-
pulsary interference wit: alien private lavestments in the LU,:.q.
Frankly such a solution does ot exiat aad no compronise seeums to

me rossible in this connscticn.

There can be oly one acceptable solution whilch exists

in segregetling amd establisning enemy interests aad 1 surrendering
without econditicn all tune other forelga assats of whataver uuniga~
»lity, provided such aszsets have deen certified as acu~-suswy pro-
e ty. 4y other solutien would reareaent a dang@raus a:xd u&gh SR FL
1ad comprouise and affect

a) the protection i law to which priVatO fcrelgu a3sols entrusted

o

)

Lo the ecure of financial iastiautzens in tho Uedohie

#o> are no doubt entitled.
the principles so consisteatly held u, 1n the pest . by the Leo.h.

- govsramentls sk The govaranents of all femocr:tic and law-
“abiding couutries for the proteciica of latsrasifonal cuallisnivse,

private saterprise zad privite caplital and savings.

h
LR )
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Robody could ﬁispruve the fect that an overwhelming
mafcrity of the forelgn investzents in the U.i.8. repressat fnoune .
eadisy property and that eaemy Lnterest represeuts ealy aa fafinii-
oai*a. part of the total foreign asaets sutrusted to the U h.be

. An snemy stiribution so the bulk of the forelga agsets,
for the - sele facl that o portlon of these assets could not ve
cortified within a limited perlod of time can therefore not be
Juatified amd a try:efer of these assets to the sliean Frojerty
vustodian would constitute a viclation of all accepted prizciples.
Likewise it {s expected that the U.S. govsrnmeat will surely aot
wish to sppropriate noa-enemy assets which eertalnly would be the
cs5¢ 4f the non-vertified assets would be transferred to the ilfen
Property Custodian or be made subject to any other ccupulnary

Reasure,

For ths same reasoas a new censun of tha rosent wlien
assets Ia U.3.4, sjppears auwarranted iassmuch w8 the aie which {t {8
datended to resch would be in fxaﬁrantveoafllct with the sforese.u-
tlnned prineiples.

Any eoxpulsary messure sgainst foreign private if.vestmeal
6ol asy cooperation with & foreliga geverameat {ntenx ed to dizciose
or surrender te the latter sueh private capital would equzliy meau
& vioclation of the nriacipla to protect at sll cost free enter;rise
aad yrivate cupxtnl ens furtheraore be ejulvalent te adopt wiinla ie
territory of the Valted Ltates the lavws of foreiga sountries uﬂd
enast 8 polley whiech 1s aontrary to its own, '

It sust definitely be left to the forei overiaents
concerned to ereate guch internal economic and it cal eondfiticas
a2 will justify the confillence of thelr ows nationals and induce :
them, 01 a voluntary basis, either to repatriste their foreign
irvestzents or make thex avalilable for part-financing of their
countey's curreacy nseds. Any other solution or poliey woulé Lae
directed agalast private enter;rise aad privete esapital and what 1s
even more izjortsnt destroy {nternational sonfidents in the U.c.'s

ttitude towsrds private iattiative, free enterprise aai saiety for
private investuents. Notewithstanding the fissnelal assiatzice uesded
by various Surcpean goveraments, the principal requireseant is th:l
of a return of trust and eoafidence sad in ihe resject of the Buslc
priaciplon ou which alons reconstruction and iaverastieusl coulid-
eace ¢sn be rebullt,

As a sbole, the problem with which the U,8, ddxinistrstiion
is fzced today 1a regard to foreign funds is ous of timiang, zessure
aud jreecdure. Bsfore zxll, it 13 necsssary to certify all foreigu
assets and %0 sogregate these szesets 1nto none-enszmy and eneny proj-
erty. It is thersfere most urgent thst ao hasty and oa;ecially a0
compulaary sction shoul! be tekes wihich would ia any way jprejudlce
the final alsm &ll demceratic couatries wish to reach.

I sm positive that the scheme vutlined above would .ive
11 due course the expested practical results acd szpove all be In
the bast longterm {nerests of the U,i.,i, and those olbar couwitries
figuilag for ihesame sound demouratie priaciples based ou Iree
cipital aovexeat, private anterprise and {uterastiounsl eoulidancs.
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