
\110M ;CI IC I --
OF"flC£ OF PRICE ADM INISTRA TlON 

WASHINGTON, D, C. 

lion. Henry A • .:Orgent.hau, Jr . 
Secretary of the Tree.sury 
o\88b1ngton, D. C. 

Denr !Jr . Secretary: 

April 22, l942 

Ondoubt.edlJ' you 1\&ve been rot.ding 1n the 
newsp;pera and het.ring on the rudio tbllt there 
sro extensive changes being conteoaplatcd 1n eon­
neetion wi tb price contt·ol lind bllve been wondering 
ao to the extent of such ehungcs 6nd Tlhen they m y 
be expect ed. We ure now waiting for the greenlight 
l'r<r.n the President eo we can go ahcud with " ciefi­
nlle program for price control at the wbole&Gle and 
r~teil level. As soon us we bOt tho clear signal I 
will call a 111eet!ng of the Price Adllinisl.ntion 
ComQ!ttee and discuss the entire ~attor with you . 

With kindest re~;&rda, 1 aa 

Sincerely yours, 

~ /.l..g , 
Loon Henderson 
JldJoiniotrator 
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1\PR 2 2 r 

Dear BQr7a 

HOtONAM h .... to )'OV httor ot 
AprU 1£, 11)4.2, wUla~ u 1ator1a pr.­
oo4uro tor obt•'•'QI b&&kgroun4 aatorlal 
wltb a vlow ~ 41Mbu~ tJM No,_. 
albUlUoo ... \ralloM 111 U» INN ~ 

oonoot.lo .tartare bJ lblooucho r4er 9128 . 

T- ... bO oooa.rod Lhat U.. 't'r'OUI&r)' 
O.par~t •111 -perote oltb \bo e.N 
to the tull.on utoat, OD6 will raoUl t o to 
aa ~ •• 1t •- Ciao aal'l')'tn.. oat or tho 
pro.o41lro ouUlao4 1a 70111' l.ottor M4 ln 

• Porklaa• dir .. tlvo. 

! lcoerol7 r oura, 

Tlle lloaoraolo So_, Ae Wallaeo 0 

'l"<la Vao l'rod4•• • 

WaoblA~ton, D. c. 

1 • "' 

• • 
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EroNOMIC DEFENSE BOARD 
'I'A!HINCTC~tD.C. 

APR 1 6 1942 
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TREA SU RY DEPARTMENT 

INTER OF"F'ICI: C01o4MUNICAT10N 

DATE Apr1l 22, 1942 

TO 

Subject: Situation. 

L1ghter~e treigbt in ator~e and on band tor unloading 
at New York at the end ot last week reaa1ned praoticall1 un­
changed trom the prertoua weelt' a t1gure, showing an inoreaae 
ot on11 54 oara to a lnel ot 20, 585 oare. (See Chart 1.) 
Rail etorage apaoe occupied at the end ot the week amounted 
t o 12,121 oara, while additional apaoe was aTa1labl a tor 
7,979 oara. 

ixporta trom Kew Yorlt last weelt inoreaaed b1 16S oara to 
7 ,'162 care, exceeding the preTioua weelt' a t1gure, 11b.1oh had 
been the higjleat e1noe laet J'ul1. (Sea C~ 2, Upper 
seot1on.) Reoeinta tor ercort at Mew Yor eo ahowed an 
1ncreaae, reaching 71511 o&re as compared with 61934 care 1n 
the prn1oue weelt. \See Chart 2, lower eeot1on.) !hue ex­
port a trom New Yorlt praotioall1 equalled reoe1pta tor export, 
reault1ng in praot1oall1 no obange in the &~~ount ot tre1gjlt 
on hand at the end ot the weelt. 

Reoe1pta ot treight tor export at 9 other North Atlant1o 
porte and at 6 PaoUic porta showed cUTerging trende. !he 
! onoer decreaeed b1 )dO oare to ~.004 care; the latter 1D­
oreaaed b1 ld6 oars to a new high ot ),150 oare. (See 
Chert 2, lower aeot1on.) 
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EXPORT FREIGHT MOVEMENT 
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TO 

230 
TREASURY DEPARTMENT 

INTalt.01'1'1Cl[ COMMUNICATION 

DATa .lpril 22, 1942 

Secretary Morgenthau 

E. H. Foley, Jr . 

I am attaching for your information a copy 

of the brief which we filed today with the New York 

Court of Appeals . 

This is a comprehenaiTe document and pre­

sents to a court for the first t ime the purposes , 

objectives, and methods of Foreign Funds Control. 

There is al r eady a demand for this brief 

among lawyers and bankers. 

Attachment 
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Court of Appeals of tbe State of New York 

CoWMl8810N FOR POLISH Rlu.&.r, I.Jro., PLAINTlPP· U&POMDCNT 

again.t 

BANCA NATlONALA • R u ><ANUII (NATIONAL BANil or 
RuMANIA), or.rENDANT-APPCt.LAA.NT 

JoaN J. McCLOSxn, JR., All CITY Sa•••" or THC CITY or 
NJJW YORKI R&8PONDIDNT 

B.IUIP OF UlllDD SrATES OF AJIUICA A8 AJIICUS Cl1JII.I.U 

' 

-# 
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IND EX 

PrtllaalU.ry 8tatemeaL-------------· ... ··----·--·····---
8tatemeot ot Rlttoq, Scope:, aod Pul'J)OMI Ol FrM&Iq Cooli'OI,.. 

A. Bl.ltoq and .cope ot tree&la« C!'OII.U'ol.. .. ---------8. Po:r)lolrol ol' tree&lnc C'OQtrol__ __________ ,. _____ _ 

1. ProtectlaC propet17 Of l)trtOU bl O«'Qpled ('OQao 

"'"'-------------------2. Pret'ea.t..tq tbe A.sla, DOW Ol&r .....,-, ,...,_ acqQJ.r.. 
1.Dc &fl1 btDtflt troca lbele bloc*ecl ..,.,., - --

s. l"adll~ti.Dc Ute U& ot bLOdlifrd a..c. Sa tbt CDited 
N.adoas wu 8fort ao4 P"CMtlarc ~ 
bub Uld ~ loltltatloa&..-......... __ _ 

... Prol:~ ~ Cftdtton.._ .. _____ _ 

5. Jl'omp relatsooa. ladodiiiC ...... , Df'IOUI:U.. -__ ....__ _________ _ 
~t .. Pd('tke la At:taduDtelt OI.IN A..IUIDI ID ()ooaee. 

- with "'-"c o.o..... ------------Lflal Bub tot E:z.«utln Ot*r No. 8189. u AmeDOecL,. ... __ 

Statement or F'a~ta---------------···-·········-·········· 
Ar«Ument : 

r. TIUe tO tbe l!"ulldiJ of tbe N1tlooal U11.11Jc or Ruawnl• lftld 
ln Blocked Account• In tbe 8Utl4! Of N'C!W torll: O.noot 
l:'o Trsn8ttrrtocl witbQut tbe APJ>t'O,.al or the 8ooretat')' o r 
tbe Treasorr under J-;.xc.•·cullve Ord~r No. 8880, u 
Amen4ed ..... -----.... --··--...... _ ................ - ................. ---

U. Unauthorized Traru~fet'l or Propert.)' In Ulocked ACC'OUotl 
are lo•alld under Oentnl nunar No. 12.---·--·--­

A. Oeoeral RuUos No. 12 I• • ttlttment. of tbt poll~ 
wblcll hu &IWQ'S e•l•ttd urMJer Ex«atln Order 
No. 8989, aa ~.t~~eodtcl-.. ---------------

0.. GtoeraJ. Rullna No. 12 l8 a ••lid ut.rd• ot powtf' 
unockr Es:ernttt.,. ~ No. 8.180.. •• aJDtlldoed. aod 
tlledloa G (b) ot tbt- 'l'hdJ.oc w ltll tbt ~ Ad • .. a.J:Dmded__ ___________________ _ 

tlL Tbtft Bu Beel a Valid AUadU!Inl lD 'TtiS. C... A ot.lrlot-
1-U!d br the Seereta..r7 ot UN '"Trft•rr ........._., ,.., Ex· 
~ttft Onler .So. 8380. u ~-····-·---­

A. 'the ~ ol lbP 'l'r't!hllrr lwl IOtbclt'tM clle 
aua.ebllilfat lD lblt ~ wbJ«t to tbe toetiDued 

enrette Of t.be tree.llla (.'ODirol ~---·-· 
B. So ta.r u torelp tuD41 a.trOI Ia ~nwKS tbl!te 

eu be an auaebable latei"Mt uoder New York law 
wltb reepeet to tbt blodcf!CI Ulttl ot tbt But ot 
aum•nla uode.r llle "l'l'fllll•urr tuthorlutlon ........ -
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Ooo<t--- ----·----------­
Appellcll .. l"-11 ~Ill Oflt:,.,....._ .•••• ~----"~-··---~-
AHI"d~ Part ll : 

A, l'rrtiiM'II t ,...u- tt ........ tl•• 11,11torJ Of Joint f'NOtudoa ., ....,. '· ~~-----------~-------8. l.t$ft ot lb. ltflllle O.Mil~ • die J-..ktll.fr. oa. ,_,Ue m ot & tt» to. ,.,... vtu ...,_. Me. tMl ). s.. 
a.,. :c.. •n. nu. C)IIM.. tM .,__ ,.. ..... ~·----

.....,. ... Put UJ-DftofJC ,._ "'""" ~ ,.,.,., ._,.. ..... 
t( ·- ,. ..... ~ .......... ., ...... ~ ~ • • 
,_,.,..,..,., ....... ., tl,. l'wt. ~ ...... c..n ., • 
,.,. ,. tloJ ~ {ltitollll .... ··-lS--
~ l'lln ... ~ ...... ~ tt .,., 'b«ww .... OrfW 
~ tJS1!1t. M .__.., ~ J (a J ... I til) ot U. ~ 
wtm doe .....,. Ado .. ,....,. 11111 t1w ,_. War !"-- .AU. 
11M1,. rdatlal ,. , ........ ~,,.._ 

-.. no 

.. 
• 
n 

') . 

l (1 

Court of Appeals of the State of New York 

Co.w»lMl()s Rill Pow..u Rtuu, LTD.. n.wrn"'-IUiUO!OIUT .,...., 
&."CA ~NnO~...u. • R.:rauJ~rtiJ (Snto.s:AL &.."x. or 

R OJ,t.,t..5JA), DU'I:.lfDA'""'~ 

Joux J . M~uT, Ja.. ,.. CnT Sna~..., or TH& CnT Ot' 
NIW You, UIPO!fDI:Itr1" 

BBJU OP VBII'Jl.II8TA.tl:t OP UliiOA AI AlllCUS CO'B.1U 

PllU..IXlWAAY IT._T....,. 

Thill Brief it 6Jed by t.be United Statttc pumuun -.o ~t.ve 
crani<d by <be Court oo Aprill4, 19{2. 

The immed..i&\8 ieeue 10 \h..- eut it whe\her the bank ~ 
CIOUn\1 ol lobe .&nca Nat.iooala a Ru......uri ( N..uc.:.al 8Mk 
or Rumania.) whicb are "'bbocbd" u.lldtr Exta.t.rre OrrcSer No. 
8380, u ameoded, ha-re beta PfOPtrl1 atblcbed eo u to Pve 
ju.n.:tictioo. to the X ew Y orlt tOUIU •o dd.trmloe tbe --. 
ra.iwd by the ooonplaint. The rnort (uocb.mtftLal ieeue •·llidl 
baa been rai9ed by lhe opi.niona ol \h41 eoo.u below and by 
the briefs Ud argumerttl of OOUflatl il whtlhtr, in tpit.e o( the 
1)'8tt.~n of rreez:inc oonttol cet"bli8bC\I by the United St.&!.($ 
Oovemment Q\·er more tluu1 tcvtn billkm tJollal'$ of fortig1~· 
owned property loeated in th~ U11ited Sute.. tide to MKh 
bloclced properLy INlY be llaNftrrtd without obtairl.in& • 
lietnae from tbe 'l"reuury Oepart.nleftt. Tbe Jl'le1e mtement 
or thil funda.mtntal -.e •ua-tt the l'ft.t nuional im­
por.._ ol <be ~ Both <be eo...- and <be Eu.u­
,;,.. have l...d <be boole problom and - il oqatdy by de­
doria& lha• <be .ulo oball - 0\....,.. <be r ... ol &m.pe and 

til 
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Alia and by forte ud violmee pin ride t.o Lhete billioN of 
..-,in Ofder lO tum them apinet Ul in this War oiSurYivaJ­
YtA- \hie poait.ion would ba aubltanti&Uy jeopardilled by • ct. 
ttrmJAatton that t.he sys.~ tet up lor he aceompllebrnent 
permit• to t.ny ex ten!. the unlietnlled transfer of Lid~ to blodred 

pr~:;::..'unately, the la11gu.age of the eouru be.low In chit cue 
h.u IUJCgftlttd thftt the Go'ltftlment'a l>fOVIIU hu railed in 
•chievenw.11t.. The Murt at Special Tf'rm uid ( lot 712) : 

Ale 1 rtad the 80-(lalled f~ing orde111, lhrt'~ £1 Notlt-
1'11g tlt6 t prttwnt• tM o#igr1ment of thf' dt:/t.nda"t'• 
tr4 i_,..., rag0 i,.U tlte bdnkt thot @tlld Ml'fW' the hHil, tlu 
Jlt'O,.ibitioJt 1Ni'l9 OfOilut tlu! pctV"''"' or tmr~•fn of 
tlte Jvndl. l ltaltcl! supplied. J 

Ia a lab vtin the ApptJJa.\e Divilion Mid u \o lhe tf'eet of 
\he ~tf'Ulh't' ()rder Hols. 761-763) : 

• • • Th~ the lundo of lhe ckltndanl 
a..~ .,.. betn ~tiled. The Or*r 1ntrtly m:trai na IMir 
s-.rment or trander by the banb. II f/oa 11101 ,tWf/&1 
,,., .-,. .. ,._, o/ tk tit/~• dtJiM .,..,..,, fti<A o 
bP.t U. • _,., COA~ tlectlUJII,- to rAe ...., .. ,, tM 
t•llt to tilt doiM. The; prohibition, u iMitated, ts· 
~nell only t.O the. payment or U'a.rul(er of t~ Iundt. 
• • • hie nM>re than clear that ntithtt the IOvtfft­
men\ nor Ita Exeeu~,·e intended to do •••Y whb a 
c:redh«'• rigb~ to attach " froaen .. or "bloc.ket.l'' Iundt. 
or with th~ d~btor's right to a1111ign to ano1hw hi.J elaim 
tOMrth fur~&. fltJ!icetuppliec:t.l 

Thlt 1, tht flraL <>«o.sion in "''hich 1 tourt of lut rteorl. In 
this eoun\ly hu lx.'tu ealled upor1 lo ml'4!1 this ill6ue and ar· 
c.oordll\11)'. the Go\•e:rnment .!'ubmitA thf' lniiQwinc rontidtra· 
tioo1 u o'"kv• t'td'iN. 

11"A'I'axaJfT 0' Bl&'I'OaT, SOOP&. U'D PVaPO&M OP 
raaunro eon.oL 

Jn order &o &pprft"-lot' fully the ramiAeaU.OO. any deNion 
ia thit cue may have. h ie ~ 1.0 ou&Jine t:.l'WJ' ~ 
hiaory, ~tope! a.od putpOI!'II'!!l or ~ecvtive Onter No. 8388. ae 

') . 

1 ( l 

I 

a-o.d, ,....,...,., ..t.....t lO u "F"""P Fundo c..,...,.. 
or ·r.....wc cootrol"' 

A. ttlllt.of'J' and MOP. of tnn:tq ~•trol 

•Tttdt~t~ runtrol wu 6rat inatituted 011 AprU 10. l9tt). when 
lobe Oerma.na lnvad«f Norway and Dtnmark. On \hal day the 
.PN.ident. by Ex«~eUti\·e Order No. 838Q, prohibited 1.r'lnNCitior~ 
involwlna Nor••egian a.nd Daniah propeny withir1 the Unl~ 
~tattl e:xoeJJt. a. authori&ed by the Secretary of the TltNUry, 
' rhertafter, u oLher countries •·er-e inv•ded or aubjtc~tc!d to tht 
domination of Lhe Ax.ia power., freeaint tOut.rol wu made apo 
plictble t.o t.hvn by amending Executive On!« No. 8380.• 

On JuDe J4, 1941, the eeopeor freezing eontral ., .. e.-kndM 
10 u t.o inelude the renWning eountriee of tcJRlinent&l F:u:rope. 
indudi~>J O..mony and ltoly. On July :18. 1941, - J-
0\'tf't't..n lodo-Chin&. the oonuol .. ., ia'·obd ip.lnA J.,... 
Al ~Mmet.lmt, (l't!e&U)K~troJ...,enended 100.-l~ta at the 
~NQuett ol~1ao0nans ~ i• ordtr w 
.,.., ChtM &D the (1011 ttol ol it.a: t'('(IQ(IlUY aud U1 ordtr t.o Pf'"'tftl 

J1pu froc:D '*'lithe OC('Upied llft6lb Olina Iii a loopMit f01 
nad.tnalr'ftlin& conlrol. 

Oft July17, 1941. tb~ Preodent. by Prvcfamatwc1 Nu. 24U1 
•utborixed the iiiU&IlC'e of ""1lte Pwda.imtd LJn ol Ctrt.atn 
Blodced N'•tionall." ThJS Lise, betttr known u th~ "blade 

• ltunu" or... Xe....., ·~~a.~ ef Sww., ... u.. 
-rlr &D4 U!t!lr IIICSOI'-.lw. ~"' -'Jifll S, 1~ Wll oftCIMIII ._.,. -
• ., •• ,, 1040. lh"-''llellt •-'-Ill lddtd ~dill It• el biO(bol twill .... 

t" tul.owl .. : I M11 10. UHOI Tllot s .. ..,....._,., Btflrl-. '"' '"''~'• : 
fJ111111 If, IMOI II'HIIIt't: flul, IC), lttO) IAt,.M, lllt• l .. l .nd UU1•11t.1 
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• 
lltt. .. (Ofttaiot the namd or sevtnl t~ ~and &mit 
eoopentinc .-ilh or ~til the Ax• 1n the Atnft'a.n ~b­
li('t and other neutral countries. Tbe Proclamation uttndtd 
fr«aina COfltrol to the listed pmom and firm~ arw:J accordt 
them t.be atatus or enemy national3 of Germ.any and haly. 

At'Cl0rdtn1 to c:t>JUUt reports fi.Jed with the Unittd State. 
Treuury Dtputm~nt., pumant to Executive Order No. 8389, 
NIUI'It.ndOO, the total volume of proptrty n~ fro~ten And "lb­
j4lCI. to rtp.IMion by Foreign Funds Conirol " ftbout $7 .(XX),. 
000,00), Oy J)rinc:ipaJ type this properly U divided 11.1 follow•: 

llaorol to• ... fl ... IPcl.-dlillll "U'IIIIHIH'd rutd- ... , (('(1.001),(100 

~.,,, ... .. ---------··-· .. --- t. ())), ())), 000 
otrwt , .. ,.,.,._... atNI callcdl..--._______ J, 000. 000, 000 

The diltribut.ion of property of bloeked nat.ionala by eountl')' ... , .... : 
~ ............... .sec~.:.. I....._ fi. JOO.OCO.OOO 
M~-- i. JOt. OCit.O» 
,....... ... --.:. l , a;),0»,6)) 

......._ :.OO.rot.OOG 
........._ .aa.ooo.c;oo 
a.. 1100, OOi). .:0 
...., 2)t,(V),.(I)) 1..... .. aaOOA«» 
~ .00,0»,0"0 
lr.f)' 01).1'0), 000 
Ab • ...,_____ ----·--· 1100,.00),()00 

Tel.&'------- --- 't, OCA\000. 000 

8. f»ur~ Of fretzln.g ~On\1:,!!_ 

f reeai11g control ia a major instrument in thi• country'• l•tV­
R:rllm of tcOnomie ddense a.nd eeonomit warfal"f, It tubjee~ 
to rrgulation And I!Cfu\ioy all tranw:ti0111 in 'A'hil"h blocked 
eountril"' or thclr natiollAI.s have an interest. •rtte C!On1rol tm· 
bodiN thote t!lemwta or t peed and flexibility to eMenti.al In 
anticipating and ~ully eounttrins OJ>trl tiont or the 
en~ on the economic and 6nancial rron ta. 

A brit:r t'OI'lakkndon or the J)\l11)(lliet or the CIOntrol wlll dif.. 
dGII ita rtlalioolhip t.o toW .,...,. and the reuona the Unit.ed 
State. mutt 'View wilb JTI'""e apprehension the ,.;ew indic-ated 
by lhe ...... bdoo- that titlo "' blod<ecJ property ,..,. bo 

') . 

) (1 

5 

lnnlf ...... without • ,.,_..,. ....... • ll<llMr that -~~ 
be l'fteh.td b,- volunt.a.ry aaeipt:.mmt or jucbrial prot"M. 

'· """ ......... .......,.,. et ~ •• ...,.. _.,._ 

When lhe cont~ wu fint Ul\'Oked on April 10, IQ.&O, It 
• 11 rtprded N a meane of insurins \hat the Oaniltb and 
Norweaja.n-ownt!d property in this country would noL r .. u 
into tho handt or OermtJ\y. While we could not. bnmtdlaldy 
J>rowmt tho eonqueet. of theee countries, iL wu ••hhln our 
flO"''er to llfC\'(!IIlthe Axi.!l from &eiz.:ing title lO, or CIO~tt.rol ovtr, 
UIC!ll in tho United Statetbclon.ging totheeeoverrun oounttlea. 
The Oo\•trument~ or ovtrrun rountriee aod Lhtir national• n· 
peettd ut and appealed to ua to do • ·h.ale"cr "'AI n~ 10 
prot«\ their proptrty here and 10 prt\'t:Dt si.W!b property from 
fallinc into the handa of ~ Am. 1\.is rf!lpOnlibnity we 
unhoohallngcy reqni.otd aod a<ftllud, aod u....br..., ha,-. 
the duty not only of hoklin.J the pbysit:al..eq bm~ but alto 
of ,nvtntinc the c.tusrrr of ur rilht. title. and i&l~om~~t ua or 
loo b&oc:ked P"''Pft1,y U...t wru not ift at'C!OI'dance •ith our na.. 
donal polq and the in...-..u fJi lhe "'"""" .,......_ 1\"t 
conoti\·trd our rapoosibility ud tn&:itftlbip &o k lath tAat 
we woukt no\ pernut &be litle oltbt: tr~Jt o.-notr1 of t1w pnlpff1J' 

l«ated h«e &O be wrutcd from tbt:m by fraud. dum., or aa a 
"tpoU or war.'" We wtn no' intttntf'd in tw-ine the~~ 
nieal euti.Od&&n ol property. title to whidl th~ AU bad acqwttd 
11 a retult ol aggression. Surely n 'Kft"e not intm!lted an 
btinc a mere bookkeeper, holdin& the at'tOtlotl of property, 
title to which had been lei$ by the Axis from th01e who 
bro\1ght tht.lr property here out or confidence ln our alrength, 
lntegrhy, and ~Jenae of lairntt~t. 

AI wu t>Ointed out in April. 1940, at the time lhat ~eCltior• 

a (b) ol the TradiJlg with the enemy Ae' ••as a..mtnded and the 
£xecuLI\'O Order No. 8389 waJrati6t'd, one of the aim~of fl't't•~ 
In& ClOQtrol waa to prott.'el thoee who had f&.ilh in tJ•e Unlttd 
Sl&lel and in\'etted their capital here. At t.h.tl> time Stnt t.or 
Connally Jald: 

• • • We OW't'i a dut'Y to feftip oountne~: aDd 
wbea the natioallt or c.hoee couall'iN int"M- ill oar • 
nari,def. weow-e\bts:oat tean.chedulJ, ifqC*ftQtrdft 

. 
• 
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h, .,.....,. lhat thor .,. - dtfnuded, lhallllo1 -
- .-. lha< thor.,. not "hC!oio<kod" .. , or thtW 
propu\1. • • • 

How many foffi&nm would ROd thelr money onr 
hen il they knew in ad\•ance tbal we would be inditrtrt.nt 
to itt u.oetityf Why are they now sendlnc cold &nd 
eecuritiee to t.hc United States? Beeatt~~e tht~re lt an 
J.nurnational beUef and an internll.tion.al fo.ith In the in­
tqrlty of the United States Government, t.h111. lt. will 
prot«.\. a.nd ~~aftguard and secure the property even or 
alitnt, that. il Legally and lawfully in the United St.alea. 
l do not. ••ani to su:m:ndcr anything of thAt ldnd. l do 
not. •anl the United Sta.tes to loee anytblnc in the e.Li· 
mat.ion of the world iD rep.rd to our willin,gntw to treat. 
&lit01 and IOrtiptta in a fair a.od juel and equitable 
mauer. I think the enadment of this lfPdation wiD 
p a kJcc: way t.otn.td maintainma: and tui-Wnin& thai. 
f!llt.i.:ml.lion or our attit~ and that. ita failure willtu~ 
lnd ,_ lha< ....... tioo wbich ""' ...net 1oM. 
((1040) se ~a... 5178). 

'nil P'O*tion for lM property of peqont iA oeeupitd toU.O­

Iriel bM beta a buir p&r1. of tbe poUey of lbe Govenuntn 1. ol 
tbe UAiwd St.ata tinct it fr<~r~e the &lll!lrta of Norway and Dtn· 
mart. Thia poJiey hu been coO!istently pu~ed eac:h time a 
country hu falitn bf.fore the armed ~on, or aueeumbed 
~ l.be domination, o( our enemy. This policy can nol. ha~ iLl 
~roptr t!«:~ and ou:r eft'orl.5 wiD prove to a tar!Jtl exttnl> iiiUJOry 
1f U1e lowtr courLI' COI\lltruetion or the (rtt:dng ordcn were to 
be lUitAinrd. So construed, our froe::dng or<ltn would not 
hA\'t adequately prevented the Axis from deprivln& !.11ft lawful 
OWJttl"''l of their property, So to con!\IUe our free-ing on.lel'l 
would be a blow io the morale of lhe.~e O\'errun &Ovtntmenta 
ud people, rmny of "''hom are no•· our aeth·e alliM.' 

' M....-w, II all!!l _,. lw ~ tb• t rM ,....,..,_, ~t(hJI ...... 
~ t• tM I'WitPJIIIM ••• .. -'1 u to tk t.m.,. -~"'"' .,....,.,.. 
.. tM ....,, ea.. h - ~~ -· • __,_,..,. - .. ,..,.... 
~,..._ ... ~ .... --~ .................. _ ... 
. ... ...._... ·=t~a~*- .... ~·-1'11111....., ......... 
............. ~ ..... .._. ....... ~ ........... 0.. ..... ~ 
.... ~ • tilt Dill., tra-. n- dwlr ttw __ , 

) 

a. .........._ ... Aail.-..:.:: =. ........ ...,-- ,._ 
NOl onl.r WM freerlng control intended to protect the tnt;er .. 

~t ~ &he oceu pied ooun triet ia bloebd wete. but or equal 
• •cm6cance wuthe fact that it was and ia intended 10 P't t 
t.he Axia from A«!Uiring any btnefit from thfte Uleta. W::'id 
not and do not propoee to allow these ..-t&--Qr any interet\ lu 
lhem-to be uted a«abl!lt us lnd the United Natlona in thia w11 
of Survival. 

1 
tn an addrr. on freezing rontrol, deUvttt<l by Jol1n w. 

f thiO:, Aalat.an~ to t.he Sttretary of the Tw!uury arid Oirtttor 
or Forei111 1"1mds Cvcurol. before th~ Export. .Manaaen Club 
ot N~~ York on March 25, 1.9-41, the putpOIM'.I underlyina ~ 
ad.nu•natrttlon of the free&Uts eonttol wtre authorha tivtly 
t.t.aWd: 

• • • In a •'Ofld dkupttd by the ruth._ and 
co~plete ex:pQ\&tioo of the vanquiabed, efta U.. 
nataons at J)Nc.'t miOI!\ marshsl lbtir ft'IODOIIIie powtn 
., _... lhm ........., r,_ b«ommc • pan or 
lbe wr.poot of the~. ud coa.atqutntly u -. 
portant Wtnuntnt in ~ ultimate dai:rt~t.ioe of 
free and indeptodtol COWJtriee. 

• • • Frttainc: control ordtn now cover ,_,. 
than four billioo in dol1at asstu. Not to have pr.­
vt:nted this four biUion doUan from r,.Ui:na into tbe 
h.ndt of the tqrte!Kit nationt would hAve neuttt.llaed 
the billioN appropriated under the LeMeo l..end Act.. 
The extent \o wMch this nAtion's etOnomy wCKJid ha"t 
been made the ctil't'Ct bulo unwilling tool of thct powtra 
e.ble to conlrol the!e bu.ge ~LS~Cta th111 beeon\H clear. 

SonlO: peoJ)1e 1u•e fooled it1to Winking 1hat. .... lona N ~e 
doll.flrt tta.y in a blocked accouo~ the dollars eannot help !.he 
A.xia and, lht:rtfort:, the Oovcnuot••t il only conot:rned in hold· 
ll'll the dollua in a baotked attOuot and ht.t no in~ in 
tqUlatinl the llMi,gn.Jutlll or tran!fcr of tide or blothd .... 
ICI&... 'nia reuonlns is ehallow and is hued on a eomplet.a 
m~ o1 mternatiooal 61'Wl11Ct. 1o COMtrulaa tbe 

At• or eonv- ...t the on~<n aod......,......,. -·• 
-.. "''" obould - be atuibul<d ., the Coop-. doe 

... t • t 
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l'r81d<t>• ...t lhes...-ryol lhe ,.,_,. "'"''""'"' •PSn­
dlte the~ of the Nui "New Ordtr" and lhe deYicet 
..,.ploytd by lhe,\rll wdelpoil ; .. .....,;.., lUI ilaown oo«..., 
and line \he poc"kett of i~ pn~ leackn aDd QuWins 
adherenta. 

••OJoektd dollara" m 1tW ,.aJu~le dollara. With a lioenae 
theytre ''(f't!e doliAI'L,. More than eighty gent:rallictniM'!I and 
•OO,CXM> JJ)C!Ci.AI lioenaes have been iaued under the frftlin~t 
control, aulhotitiiiJC the use of bloe.ked dollar• for lltMe(l pur­
J){)Iej. Moreover, ' 'hope sprinp cterntl in lhe human brtut..'' 
111etCAI1! lil••ay.tbo8e who are willing \0 waiL fOI" Lhe dAy wben 
the nr i• O\'tr with 1he exJ)ertatiou that. tb.., rreeain~e con&rol 
will bt lifted. 

Tbf'tll bti.n1 the rtahtief.. there an: .nany who would be will· 
ln~e 1o0 furnilh cocxb or tetViees '"'*'and lake t.it.le LO blocked 
dollan to be rulilfd upon bttr. 'There .n many who would 
.,.,. lor<~ .. dw>p to !he Axio le< ou<h blocktd doll•ra ...t 
lhmby enable !he Am \o a<qWr. ~oods aad - lh"'"lh· 
ous. tht ..W. RftliMit conauvetioa of the fretains CGntrol 
mlllll We into auouDl that tbeR are many Quilllnp and 0\her '"""'"to..,- ............. be happy"' be ........ bribed 
• ·hh --.cnmmtl ia bloeted c:tonar.--.till far n)(llre valll&ble 
Won the m&na,lfd ru.rrmcies of the "'Ne:w Ordtr... R8Jiam 
m•t enviMp alto that. there are many te.ders of the Axil 
who would be happy lO l!eCUre tht:meth'tt a.gaintL t.\•entual 
defe-6~ in thia war with nest eggs or millions of bloeked dollarl. 

Tbe Alia eould a.oquire •'Litle .. to blocked doll&rl at no peat« 
«11\ tht.n the pointinc or a gun, either literally or GguratJ.,.ely, 
a\ t.be head of tl1e true owner or,lhroup tbcdevloc of tJCaetinK 
"oocupat.ior1 C01tl,1' and with such coeta ''legally buy'' the ti t.le 
to blocktfl M~~Ct4. The Axis by Curtht'r tranttfer of t.itle to 
1uth bJodced A*ll could auppor&. its war efForL and undt'rmine 
1-he finanda.l blockade ••hid! t.be United Nadont are ma.lntain· 
ln.c api.n1L the Ax:it.. h tan etU blocked dolla.rt in the blac.k 
ma.rb&a in the neutral eountrits and u~e the exeh.ange 10 &o­
quu.d to b4oy 1oods and .mea througboul the world. Fa< 
uample. title to a Nonrtci&n do&.r balance a.L the Ch ... Na,.. 
llonol Bonk -ld be uoipod \o • Port- .. ~~ono~ will> 
PlYDM'ft\ co lobe Nuia in free~ a&. le&. us ay, 61\)' eecet 
oolhodollor. 

Si- u....""' billioou o( cloilaraol blocked -!he !I ..a 
would not. be troubled: at wllin1 title w. IIUCh AM\.1 • '- larp 
d:iaoounet 1n ordtt lo obtain mueb neecStd ftlnldo. and olh« 
r~ cumn.ne.. . n.e eteudoe tbut aoquftd WiU pay for 
dtUvtrie~ to the AXIS of food. <"'O"k, oil, • ·olframlt.e (\Unptttt 
and mMJ;&llt!te ore) frorn Portup.l and from Spain. n e 
ford1n exchanp thu• a.equjnd by the Axia ~pay few oU and 
other btu1ker ~upplitt for trubmarine~~ optrati.ng ouL of neutral 
porta. .Eertutoa Uti other Core~n c:uneneiet eouJd b6 41~ 
chAIIged for A¥ntine pe!IO&Of olher Latin Amerkan c:urrene:kll 
and t"Yen ror fn.'t dollan. The Axis eould then!by finance 
t'IJ)ion~"· ubot.a,ge. propu,ga.nda, and tinillar 61th oolumn 
acUvh.iet throughoul l..at.in America and eleewhere •mona \be 
United Nation~. 

II ti'-'e t.o blod:at aaeU: •-ere left uncontrolled by OW' ff"tttlo 
1.n1 ordtn. the"te are the thing$ which the .U. tOUid do b7 
ttantfminc title to blot:ked fUJJds evm lhc)Qp tM filDda 
"rtmain«l" i:n this (I()Ulltry. ~ate a.mGlll \be e'¥'lll•hWh 
fMDacconuolwudetipcd to ptf'nt~t. 

Mtuolly !he blo<k morut iu ....,. ol this 1n>e • prodlc.lly 
non~t becaO!It all the ....td tnowt that i\ wu M\'tr \he 
ankntion or Concn- (It the. Eseeutivt to aDo• pod title \0 
be ~ 10 bb:kf'd '*"without a li«nne. and aU the workl 
bo-'1 that thil CIOUntcy •'ill De\-W ~be ~ ''&Iichty of 
tJd• t.o bkx*t!d ueeta thus acquiml. 
• Any deelai,on by this rourt. that. unli~oted t.rln11fel'l of 
bJocked property are valid wiU defeat thia aspect of our naUontJ 
policy and will enable che Axis to rea.p huce benefit~ from 
biOtked Allf!ll, e\'en thou&.h the blor:ked Ull!ll telllain wit.hin 
tho four walla of the banks and seeurily houttet of New York 
Oily. 

a. Y-.rillt•tt11a tile .... r blodln __... • LM li•ia.,. :.;.u ... . ., d ..-1 
lad IINllld.IIIC A-kaft t.llb ullllluli-lMlilllkiM 

JtTetaina rontrol in proteeti:o& blodcrd .-w ol ovttrUn 
-.ntr~ and their nationals had aa a fur1bfr purpoet the: 
dtiii.N 10 MAke 1uth AIRL& availabt.e. a\ ln.tt in "*'• In the 
war tlfort a,piNl tbe A.s:ir&. Netdletl to 1&.7• il ~ CSD be 
ua.lieeaeed tl'&l'IJ!en of title to blocbd property. &be lnM owo.-
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.. ., ..... blocked_.,....,. bo ....-1<01 ,,.,.. .... , u.. 
property ia lhf: ....,- eft'orL for 6&mp\e: the aoooun\ of the 
N.......,.., Cenlnl &ak •M h.td by an ..,__ t.alc. The 
oSoe in O«:UP~ Norw•r•n•tnH'led that ~y~\ of the baJ. 
anec of the a«<Unt be made 10 a German acoount ln a bank 
of ArgenUna. Applicat.ior1 IM a lietrlle 10 effect " ttanafer 
wu dtnied by tM Treuury for poUey rn.soiU, &lthou&b the 
paynxnt (lll"d« clearly «<lit.plitd with all tb~ ~ulrf.mtnq or 
... -bonk ~ 10 <II«< U.. lftnalor tllim>oecl. 

Tluo -·"""'" .... - - ,..;oc~ec~. The cloy .r ..... lite denial o1 U.. lictn,. • London bnncb ol the Norwepn 
Ctntnl &nk. havinll authonty over thf' ACOOUnl. ordered 
&.r&ntfer of the balanC'f' to the f'Merll Reeerve Bank of New 
York. Al)pUC'.adon tor lktnee to eft'eet. thjt latter l}.l)' order 
wu made. and it appurlna from the (sell t.bat the payment 
would further the wv efi'Ofte of Lhe reeognlaed Norwt«i&n 
Oovernmtftt m Loodon. lbt applalioa ·--- approvul. TIM' 
..__. bonk U....Upoo ..to the lftrla(,. 10 \M Fodoral 
ftcMn"'f' &ftlt of iSew York. n.t. it oould ha\-e dont only 
00 the theory Wt. the inttruet.on tO trantfer the fund• to th~ 
Gtrn~n a«<u.nt in Arcer~tina wu null IJld \'Oid in view of 
the dcmi-.1 of the •PJ•U«!ation for a licente by the Treuury 
0ep1J'Lment. 

The nan'lel in the pudcul&r rue are of ntclft8i\Y bypo~e\ical 
bul \h..., hove boea .... h ,..) ..... and lhu• lo m.....m.. 
~ •ha• b&otbd ...-" ... Uta. t'OUntry beloncinc w. the 
<iovtm.l!l)tlll&.. Ceaual &ab aad otber pert0«11 1n bloc:ked 
ooun"*' wiU be- UJed voluntArily by the U'Ue ownet~ 1htrt0f 
to furlh~ the ww don. of the United Nationa. 

Obv'oullly, it. is in the in~l of this oountrr tbtt. •uch uac 
of bloe:ktd fund$ by ll1ote ri1hduUy entitled thereto be not. in­
cer!trtd with or othtrwi!e iruerrupled by virtue of unlkenlled 
aaic;n~ntt. tranaf~. po•·m ofanomey, and other purported 
daina fOftllt' of wbieb may ""tn bf. asserted in btiption. h 
ia ol paramoun1 inttrett to tM CtO\'tmmtnt that tht enemy 
mull not ont.y ~ ~'-mttd !rotrl pining uee of blorbd a.fii!Je&6 
durin,; lhl'i •ar but mutt alt!o bfo fruttrated. rt~~tardlNf of the 
atratagtm h may eetk w tllll)loy, from intcrferin& with such 
uae of blocked aaeta by the ri ... tful owners •• wUl further the. 
war elfort of the U.Uted Naliont. 

To 6Clf01Dpla.b thi& puJ'JIGtlt pro'«'lioa mUM W p"'- &o 
A~ butt:ntw and t.nbna lDtUtudoot wbeo eap.c:iftc la 
tr&n~~~eUoni of this dw-a.ccer. Unit. unt~ traneten ut 
uulland void, Arncriean bullinttt and bankinlt intt.itudone will 
be expt)IM!Id to the po!!l!:ibilhy ol double UabUi~y and may be un· 
willing to nULke paymtnt of bloeked uteta on the lAwful jn,. 
ttJ'uetiont rtUti\'ed from the rt11 owner of ~ bb:ltecl ..e.ta. 
e"'" &houP a Tluewy lan.t pttminin, u:h payme.at hM --Furt.bmnore, un1e. unhtttlltld 1ranllu. ol bloeltecl ._._ 
are lrf&ted by lbe U)Urtt .. ma .. by w ~·mtmetlt ... beinc 
null and vokt. there may be a Ytf'y large ,-oJume of lhication 
involvlna 1uch u·antlftrs a fter the war a.nd after tht, llft.lna or 
freeaina eon\1"01. 

L ~··-~ cr.U'-n 

Ftetain.c COtlttol it a protett• co Amerieane hY'InJ t l&lm. 
ap.l~WJC- fortip p •tnu:otntl .,ld lorttp utionala. Thil pur· 
poee ...... dtl&rty m mind frotA the 1~1- of tht t'Citluol and 
wat rtftrted to by Senator Sarklty tn April19t0, in C'\.ll!llol't\K/11 
with tJ•e an~~endment of III!Cltoul) •b) nf the Tradl11,: with dlf' 
t-ncmy Act. when he t tated: 

ll thould alto be tu.ttd-and I a.m I!Urt' lll(l ~~~­
ator (Wa~l l)mitttd 1\ by ovtr:p,jpt-lhat dw 
;oint neolutioa it inttllded not. enly to Pf01«' the u­
tionab o1 Nor-ay and Dtnmuk who ltav-t inl.tt'M 'm 
•&Otb. .M!t'Uritia. and other Pf"'Pff1Y m tbto Unit.N 
S \&tce. but. iL ts alto mtencled co protect An~ d ti­
aent in the event they have t iJihns of any liOf1, pO'IIt'UIJ! 
uut. o( t.htte t'ranu.cli011s, and therefore we prt~~trve the 
ptOJ)t'rt.y not. onl)' for itt owners but for !.he bentflt. of 
Amtrieanl who n~ ha vt d aina ( (1940) 88 Cone. 
II«. 6008). 

h m'*- aot be. O\'etlooktd Wt whiSe blood:«! Metla '" UU. 
c:ountry rept'CIItat claim~ br fort'P countritt and thtlr na­
t.ionalt t.pjn1t. WI, thit (IOUJlll')' and it. n.ationat. alr6dy huf' 
V«Y aubtt&nt.iaJ e~ a11d 11'1a)' N>me ~o ha~·e evt.•• ~(.felt~ 
c:laima, aplnat. blocked cwntriee and tht-tr nat.onal~ wMth, 1n 

Regraded Unclassified



.-.~ueW.,.ttrth.ut*bbbd..ew aftilable 
at t.hlt t1.me. Freetioseontrol....,. intftl<kd to~tee&.A~ 
Cftdi\0111 and any "Wdalion by the toUrU: or unlicenlfld lrlllp· 
1nenu and triJlii£C":tt of bloclced &Met.twill go f&r tow-t.rd l)ftiVtnt· 
ins &ny future ~~eulementou a CKiuitAble t.sia. 

·rhi• Ltone o1 the n\any p«<bltnlll that the Government ractt: 
and mun weigh i.n pM~in~e 6nally on transfel'l or blodctd prop­
t'fty whtther lrisin1 frc>m voluntary ad or by involuntary &er. auth., pcnuant t.o at\dmtftt and any judp~~M~t that n.y 
be rtndtrtd ia &bt peacbnc a~~t. Should ~ C"la•m o( the Pol:i!h 
Central Bank (plaintifl"t: &IMPO" tn this e&!!e) be J;:l\'tn a Jrf:o 
fentd•ta1u,with ~ff!N'11t't to th~ \'C'fY limited RurwuliAIIIMett 
in thi• co.antry over thedailnt R.KAirwt Rumanie and lturnn.ni.au 
raationnll c;f Amlf.'riean dtlzcns•nd 1he United Stett.'l Cioven•­
mt:ntf Should it. make a ditTennee to the Gove!rnn)tnt. that 
lht tlaim of tbe Poli!h Ctrltral Bank at'08t by Ylr·tue or an 
alkpd con,"'USiob of proptrty in Europe r-alMr tbt.n a t.On­
ftfllOO ol property in the lin1ted Staus « faii\U1! to dtJth.Mp 
• tontrvtual obli,ption •·•th rtt;t.td 10 proptrty tatUJ.ttd in 
the U11ittd Stated 

The judieial proeedutc~ ia ctr~tt~lly geared to dl"Al only "''ith 
the rlgJ1tt and liabilitlcs of tht llULiC8 10 the procl!toding. 1'11e 
judicial procedure it not.tht rno&t.appropri,t.te 6tld to determine 
the lftl.\ poUtical quetliont of national and intcrnaliona.l mac· 
nitude tha\ wiD inbtre in tM ultimate di!.po!ition ol (Oft·jp .. 
owntd ~in this rountty llhd in d~ dt'trminadon ol tM 
riP" o1 """"' o1 .-\moncon an<~ r ... ;p. <mllt<n ,_ 
BJ<O' .,Wiemo of nauonal poliey ... be handled &d<qu•wr 
ooly by the Federal Govtrruotnt. The determination of a.ueh 
nAtional polieits should not. be forced by judicial deeiaiona in 
parL.ieular rues detenninins the rights aod liabiliLite or the 
pu'titt to the proeeedin,p. The questions are JJOlitieal aod 
for lhe tlteUtiYt, 110\ \be judic:i&ry. They are rtdtnJ. not 
sa~ They tall fc:w uniform trftltr~~tnt with ~ffftr~<e to~ 
utioul policies, oot for dl!PII"te ~ uunottU. to KC'OI"d 
witb 1oe&l policies. MortO\-tr Consns and the neeuth'f: 
h.aV41 tel up mathint"ry w deal with the problems.. a tnt.thinery 
doeigned to ttlat.e the tolu1ion 10 the , .hole war effort And the 
inevitable postwar problerne. 

) 

Jo. r.,...~-....... ... - .., ... ...._.., 
The I act. tha.t. rreemn, coottol b u ir~ttcraJ part o1 tMs Qo<r. 

emment's foreign policy and h .. a direct betrina oo our fmi&n 
rt:lat.ione tee:mt fuUy appiU'ent. from th~ foreaoloa diec~J~~ion 
and h. Ia neither Dt't'eS!IfY nor appropriate to labor the point 
in det•il· • 

Uowewr, one furtbtr upee\ or thl:t pbue ot freuin1 «~t~trol 
dot:t rtquire mention. h mt.1 bt trite bu-t ~ true 
tlut ~ ft'IUK bt ...Un th.t _.do no\ •q the..., &nclka 
lhe prMC.'I!." 

Ptoorn the '"f"'Y ar:w:epbon of freeatan& eontrol, one )'ell and 
eight. month• before Pearl Harbor, thia Covemmtnt. hat been 
conocn1ed with blocked Q.YClf from ahe point or view of any 
po~t.-war .eulenttnlo. This oountry f\'tn thtn WM intt:ttttcd in 
bJ.vinJ & voice at any pcoa.ce CCMtftrtn.eo-whethtr Ot 1104. we 
co:nttrtd the...,. One of lhe .. ut~tba.t.m.y b.a.,. tobtderided 
a.&. &hat. coonf~ is wba\ bapptftl &o "'bloebd Ult'&a... Ob­
viou.ty, Lbb ~that a v1\IJ iDt.cn:l' ia ~ dllpolid. 
of lh.a.\ problem. 

Certainly the poeilion of the Unittd Statt"& on thiJ 4\)(!IIM~n 
will be undermined iJ the oonclufion of the war find1 title to 
thi.s M!Vtll billions ot al!ll('tl alrt•dy "lrana!erred" or .. aNIJ;nl!d" 
and findt our (l(llitioo that. of the tnerely l«:bnjeaJ C\dwd.ian or 
bookkeeper. A deci:sion that dt'- to bkw!ktd Mlttl may bt 
a.aiptd without alietnle may l8cl tO this unlor1una~ rtMtlt. 
Thlo ...,ld be .,.. ..-boob« tb< unnc..-1 u....ron W.. the 
form or individual aar;ipmentt \0 bolder& iD oaalr&l eou:ntrift 
or •rt~ embodied in any unpublu.htd ltrmS of a.nnlahce agrt«< 
to by vanqui!hed eountt:ira. 

Authoritative etlabHahmrm of the views of the oourll below 
that. frte:ating conttol dOCII not prevent the tr&n~ftr ot ~Ide &o 
b&oc:ktd UNtil would tiOI only SO far toward em&~e~~latl.nl Lhe 
Cover-omtnt'a (~ control ~ but may be. u pec*' 
&O c:ome u a ... ~ mod; t.o \be Amtrieu public: "' i\1 ~u 
warra.nted btlief that. ff"f.Uinc eontral il ~ulJ.J prolf!CUQC 
the vue ownera of bloebd &~~ell and preo."tntins the Asia from 
realldn& any bent6tll frortl 11ueh property. All the Uni\ed 
Nationa 1triving \0 JTIAintain tht: flntneial itid eeouomio block· 
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ldoolthtAxiur•clopn>dont..,lh•~•l our r...a,...,... 
uol. Tbc Govtmmeat's e:!oru to ha\·e the Ladn-Amtriean 
CO\'tnUDtfttl cut o4 ft'OOOilllil:. nde, and 6nanc:lal rtladont 
whh &he A.tie and to adopt. fnnina eonttol meNUtel in lAUD 
A.mtrb woukl ~ tmburaseed by that. unwarn.nttd eorl.lt.rue>o 
Lion or our own lr~z.ing mtUUte!l. The run impact or the 
probltrn doubtless eecaped the eourtt below, and while the poi11t 
IC!t.lnt fairly obvtoua., the 11ta.k.rs art 1ueh thai we cannot. ri11k 
undr.rtttte.nlo(!nt.or the enormous eJJ'eet. of .-usttininJ the unfor­
tunatdy•t.flted vk:wtall to the purpose ol fretxJugeontrol which 
are txpreeacd in tJu~ opjnions of the Appellate Diviaion a-nd of 
the SuJJreme Court at Speci.d Term. 

C.vt.m• ut-'8 prutlce In attaebmu t eue. ar'-1"1 In 
fOJIMdion . ;th rreetlr~r control 

Almott from the OUlltt of freerinA; eottt.rol the 'J'rtuu.ry h.N 
'*! to dtal with the probloem of litiptioft. ~Wiy attach­
IDftltacdou. u df'Ct.in& bb:bd ..._t.a. At will be more fu..Uy 
dte\"ttoptd later la thisbrid, the T'n!amrydid DOLtrant \0 lnt«• 

fen with the ordtrly eon~ic:W:ration or fNet by lhe tOur~ i.JI,. 
dudanc attarhmtal aetion!. and at the arne time it WN 
e.t:Dtial to the Govunment's program that lhe rtiiUill ol 
«~Ur'- proc:eedtnp be aubject to the wne pol~ conakterationt 
from the poiM or view of frteain& rontrol u th011 ariain1 or 
reeoplltd throqb \"']unt.ary action of the partite. 

fndttd the Treuury regards the wurt:l u che appropriate 
place t.o dec1de d.i!puted claimt and tuq:tsted 10 parUee that 
they adjudjcate 111cll e:lairns befo~ applylna for a lictnte to 
ptrtnit the trantfer or funds. The jud&ment Watl t.hen regarded 
by tbeTrea.ury u the equivalent of a voluntary PA.)'IUMt.order 
with<MI\ the crcetion or tl'$n.sfer of Ally vee:ted intt~Ut., And a 
lictnte wu i•ued or dtnied on the same prineiple. of polity 
u lboee ICO\'trnil'l voluntary trantfert of bklclted AMelL 

The Trtu:ury Depa.rtrntrn dKinot. fH:lthat it could Onally 
~on an appl.kation fOr a lieen!!e to transfer blocked ..eta 
whttt the facta -.'t:re di!put«< or liability dtnied. The T'rfu. 
W7 felt. that. it waa bO' prut:ieal t.O pa.u on the freea:ina CIOIUrol 
qUM.tiolllln~·oh"Cd m 5Uth a.ppliea.tioos until there ..... , .... 

• clotonDinolioo ol 11M,..,. by • ooun ollaw. Oo 11M 04JMr 
hone~, 11M Tnuury did oot i..J that boca ... •-wu­
palled to Ut.ipte ln ordu to ba ve hil rip ~a de•enni.ntd aDd 11 a 
,.ult ot t.be Utiptlon obtained a judgment. wch ptn0n lhould 
havt ditl'erut. riahta from the point. of view or freeaina t'Ofttrol 
th.an a ptttOn whoee rifV!ta t.O receive Pt-Ymtnt W'f:rt voluntt.rlly 
admhctd by the uantfet'Of or payor. The Go\'tmO\tllt't in· 
ltRII\ in both ~ wu whether the propoeed payment. or 
trander WN oon.tl!tcnl with the freezing control po.Jicy. Ctr· 
llinly the Wle or the judic:ia.l )>1"()100811 &houJd not pennh a pi&Jn. 
tUr to derut the Co\·ernment's freezing control policy ••htrt 
tho Oovtrnment. wouJd not ba\'e ti<U~Bi lhe ~Yll'ltllt Ul him 
\'OtuntA.tily acknowledled to be due by the owntr of the 
propon;y. 

For ua.mple, if prior t.o the ou~ of the ,...., an .t.aisnee 
of AdoU UJtkr c:r Rerma.t~n Ooerir~.s had •·&nud to PfO\'t 
a claim ap.iJm a Btlciaa national in our cow-" aod •·aa auo­
~Win obWn.iaJ judpaea~ the Go,·muw11t don not fOil• 

oeift t.bat itl poliq eouiduatioo. iD detttmilllinc wkthtr \he 
blodl:td _ .. ........... .....! .. po)'iuc that judpumt ... dil· 
(frftllt. from t.l!u;.e wbert the Belsium utioaal had adaahud 
thtoblipllon and ..,unwilyolrerod 10p&11Ubjm IOot..iO· 
ina a Tratwy Uetnte. Thus in the i:mt.ant ~. the Gowrn· 
mtnt ~ t.be frtning C'Oftt:rol toMidtrationl to be tubltan· 
tlally t.be aame whethu the &.nk or Rumania voluntArily 
fiOUahl to ute ita aaeet.s here to pt1 lhe claim of the Poliab 
Bank or the i•ue of liability ia li,ipted in coon. 

IAaal bull tor Eucath-e Order No.. 8389. •• a• eedtd 

Exteutlve Ordtr No. 8389 wu origim•.lly itlrued pu,...uant to 
IOCltlon 6 (b) of the Ttadinc with the enemy AeL of Oetaber 
0, 1917 (40 SlAt. 415) aHmendtd by ,..tion 2 ol the Ac<OI 
March 0, 1933 (48 Stat-. 1). This &eetion ~ .. beton htld con• 
ttitutJonal by the Supreme Court of the Umt.ed Statts. Nor· 
mol\ v. B. ct 0 . R. Co. (193$) 294 US. 240; Nort. v. U14iltd 
Stou1, (IG3&) :284 U. S. 317; Pmr v. Uniutl Slirtu, (IDS$) 
:284 0 .8.330. S..olao Uoittd StoUJv.Compl><ll, (S. O.N.,Y., 
lOIII) J F . Supp. 160, 167- 110, 172-17<; u-... p,.. ... ~.,. 

,....no.. A. 0 . • · R_,., (C. C. A. 2d, 11138) 83 F. (2d) m , 2211, 

• 
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en- <l..w.l, (1036) 2!l8 U. S. 570; BriN.\.A..­
Tobo«o Co. •· Ftdmtl Rc..,.,. &d, (C. C. A. 2tl, 11130) 104 
'1. (2<1) 1.12. 100 F. (2d) 935, <«li<lnlri dto;.d, (1030) 308 U. 8. 
«JJ. Afttr the iNu&nce of Ex«utive Ordtor No. 8380 on April 
10, 1040, 10me conetl'ft wa.t tx])reseed aa to whether the Order 
and teclion 6 ( b) we:re applicable to .ecuritiet. The malttr 
wu promptly clarUi«< by Conp-es!ional &n'Wmdmenl. of l4lC> 

1io11 6 (b) by the Ac'- of May 7, 1040 (64 Stat.. 170) whith f!l · 
J)reetly brou&ht. within the tmbit of the atatute "any tra.n•fer, 
wlthdra"·al or tX(XIrtalion or, or dealing in, any evldenoet of 
lndebtedncoa or e'•idtii<U of owntnbip of propert.y In which 
anylorf:lgo ttate or a national or political tubdivilion thertof 
• • • hu any jnterest • • •. '' 'Mte ame Aet. alto 
nJIIrt'Mir rati.tied Exetuth-e Order No. 8389 and the ~cula· 
tiont and ~tntral n.tlinp ~ tbeftundtt by the Seertt&~y 

"' 1M ,.,_,ry, 
Upon our rotty into the pre!!lent war, tection 6 (b) of the 

Tnodl01 ..;u. 1M Enemy At\ opln wu ammdod by 11tle Ill 
oltloef!rtt Wat PoftnAet,l~, olllocombot-18, 1~1 (Publie 
No. 1164. 77tlo ~). T1Us amend-• "'wnod <he pre­
.;,... pn>.WO.. ol .. tion 5 (b) aod, in adclllloo, P"" tJoo 
Exttuth't: u complete al':ld plenary eootrol O\'ft fortip .--c. 
ao 1o ..;u.,. U.e power ol U.. ~ ., _,,., 1'1111 1o tyj. 

dencod by the Senate &.port oo the biD, ponlculatly the lol· 
Jowlnc ~M<uase: 

Stc:tion 301 amends and t xtendt aection 6 (b) or the 
Traditll with the Enemy Aet whH:h originally be<!ame 
Jaw on October6. 11U7, during the WI. Wor&d Wa.r. The 
flliatJng tYtt.em of foreign property rontrol it baaed on 
IIC.'(!lion 6 (b), as last amended 011 May 7, 1(140. Tble 
amendment. wiU conform t.hls atai.ute to the ei.laenciet 
ol thla •·ar. 

Tbe e-xistina fort.ign property control rqulaUoot 
(popul&rty known u •'freui.Qg oonuol") have permitted 
the Government tD prevtn.t and rtCUlate ~ 
rmuna to IO<elp pn>pcrty wb;ch""' pr<judleial 14 the 
in.&.erertt or the U.Utm Su.tet. While exiltinclaw .,..... 
~tl the ~nt IO pteTent tran~~etionl. it il DOW 

_,.ro. u.. o.......,..,., be able., a!lrmauvo~y 
eompel U.. - aod appfication o( ,.....,. .....,. ;.. a 
IDAADtl' eoa.ittmt witb the inten.tt of the Unhcd 
s ...... 

Sec:Lion 301 would rtm«ly this aitu.ation. It civee the 
fr8ident flexible po•tra, operatinc throuah IUth ICtDey 
11 he milf't cl\ooee, to deal oomprtbtMively with the 
many problema that aunound alien proptrty or ltl own. 
tf'lhlp or control in tbe manner moet etr'tetive In e&eh 
p&rdeular c:aae. In lhia respeel-, Lhe bill avoi<b: the 
rigidity and inflexibility whith charaeteriud the Alien 
Propttty Custodian )a9.• co:naeted during t.he lut wtt. 
'Mie neceMity f« flexibility in lqillation on thi1 1ubjoct 
it acotntu.ttd by t.be Y&atnC'li!IJ of the alif'n-property 
problem confrootins lhe Go\'ffnmtnt tod•y. At tile 
peak ol hlueuvity, the /Jieo Prvpnty Cuotodlan ol w 
au.. war adminie.Und p-opmy \"alutd at tomrthinc ovtt 
1500.000.000. Today IMn is ., ... n !XXJJXYJ/XXJ .. .,.. 
ol ,..._, already IUbio<'< U> U.. ............ 1n11. 

Thit proriPoa. ol &.he baJ to a considtrable ftttftt roa. 
Jowl &be ~uern or existin&; law and is a locScal owo­
.., of tloe ~· !.,....,. .....,. .... tn>l -
wb)cb hu brttn optrt.tiftC vtrY satiafaeiOrily for aJmoet 
2 )'ftl1. Til. u-teuion could be put into immediate 
opera \ion wi th a minimum amount of trouble or di.JO<'a· 
lion or Jqitimate .cc.ivitiee. 

hit e~~endal that. the Covem.mmt have thil powtr, 
a powtt" exerd.aed by evtry other wa.r-ti.me coverntMnt 
and u trci.ted by this Go\•ernment durb1g the l.ut war. 
(( 1040) Sen. Rep. No. 911, 77th Con~ h'- Sell., at 
2). 

The United StatN in exen::i!ing control o,·er blot:ked ~~~eu ln 
thia country it uercisin, powers •ith ••hieb it il elothed u a 
80Vert:lcn naLion. Tboee po••era are rooted in the c<~n~tltu• 
tion&t authority to dt!cl.are war, to formulate polk~ dectlnc 
foreip d'airl and inUrn&tiorW rt"lations. io ••coin money and 
,.W.te tbt vaJue thertOf/' and to rtph.te rordp ~ 

1be power of tbe Uttited St.aus to _... ,. . ..,. induciM, of 
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tOUtle;. the ~ to wap erooomic war. He•ilto. .. DiUU.~ 
(U.S. 1874) Zl Wall. 13. ~ wv po- of w Uaitod Slaw. 
lndudM the powtr 10 eontiltate ~. 1.0 mobUile matl· 
powtt aDd industrial n':IOurett, c.o operate trantportalion .,.... 

...,. ttmt. to control prites. to aaume ju~ietion over all ent:my 
- proptrt,y within the United Statft and to do aU thin,p neoe.. 

aary to the aueceeeful ptOI!eCUtion of the 'A'at efrortr.• AI w., 
"icl in Milltr v. Unitt<! Statu, (U.S. 1870) II IV&II. 268, 306 
••or t'OUrtt 1he power t'O dtoel..are ,.,...,. lnvoln .. the powtr ~~ 
J)r'OICCUte it by all means and in any manner In whlc:h war 
1011 be lt'gitln .. te.ly proeecuted.'' 

f'r«:ains Q111trol ia but one pboc or the preaent. war tffort j 
i~ Is but. one weapon in the .. total" 'A'ar which it now bl!h~.g 
.-qed on both econom.ie and military fronta, Coupled whh 
~n.aControiM&ptrt.Of lhiln1tion'1 J)r'OI.1"a.ttl or ~e 
warl~ are to be found aport. rootrol, the promulption 
of • Blact List, C'f'll80t'lbjp. !einae of enemy-ownt!d property, 
•nd &.....w and ....._ ..... Ul 10 altiod and friendly .. Ilona. 

The Un1ttd S&&ttt abo clerives ill pcnrer 10 frtnet control. 
ud rtplate romp aa:ta ia ihis tOUbkJ' from the powtr 
ltYm h •w C'CKft money and rtp.late the value thettot" 
Und« t.h. power, the \Iaited States hu '*" pmnlutd to 
ianhdate tbe obtiptioo to pay in cold or in the I'DOI'IeW')' 

value or &Old at th~ date of the obl:iption. Nonna,. Y. Bolito 
...,, .t OAio R. Co., (1935) 29t U. S. 2<0. The Unlt<d 
StaiN hu de(ltttd unlaw£ul the poMte~ion o( &old unlae 
tietnle(l by the Socn!tary of the Trtuury. Nort1 v. U~tiltcl 
State•. (1036) 294 U.$.317. Furthermore, the eaporlation or 
(Utrel~f from tl1e United States may be prohibited In the 
ftbetnM ol•lict.nee. Cj. Lino SuPan \'. UP~ittd SU1tt1, ( 1010) 
218 V. S. 302. Thu-. it is cl~ar that lho IX>"''er o( tho United 

8'-tel Om' the &.rat &4ain of thia teunlly Pea it p1ma.ry 
power to coa trW aU taptc:W or ow- D:IOtlelll)' and ISttaJ '11\tna... 

AI hu .,_, -ioualy Dld>:ated, I.....U.. «MMtl<ll it an 
Jnttg~ ~~ of the foreip policy or the United Statee. The 
nepon&:~bdtty and conl1'01 of foreign rtlations Ia tndrety within 
the rttponalbUhy o£ the President and tho ConpN~· action 
In thil 6eld ahould be be)·ond the acope or further 'judieW 
revJew. Unittd Stott• v. o.,rtin·Wriqltt Corp., ( 1036) 200 
U. ~· 304: U~tittd Statl'"l v. Bt>lmont, (1937) 301 U.S.. 324: 
Uooted Stot" v. Pink, (U. S. 1942) 62 S. Ct. M2. 

In formula tine and 1drninis.tering a policy of Fortign Fund• 
Control, the Oovtrnmtnt is exercisina po,.,·era timllar to thOIM'I 
excrciled by other aovereigna. For eumple. Gtrnw\y f<w 

many )'Mn hu atrins:enUy COlO troLled ita wrrtney and &..~ 
a!a.ira u they &lfeettd the nationals or otber eount.riH. Sint"e 
the outbred of t.be pr'fM':nt •·ar, Pob.nd, Norway, the St~ 
Iandt, Btlcioam. Loa.mbourz,and~·- .............. . 
pted - dcdariJoa mnJMI -tioos .........,_,«! 11o 
~· oeeupitd turitory. 'Thele ~are ..c fonh ia APPfQ· 

dur L 'n8e ~are but • maaila:taliou or 1he e«oru o1 
lhflt tsiled Oovtmmtnll to proe:en their ut.a1ab from IOIIle 

o( t.h. eon.qutACN ol N ui lgtf:S!ioo. Certa.Utly it ean110t be 
ututd that tha6 Govem.mmt as • !Ovtrrip does not hkew~~t 
have &he power to protect ittelf, itscitiZ~enta.Dd thc.e llilihO ha"e 
put trutt in it from lb~ tonteQvtnee or t.rmed tUJW~ion. In 

' T1lt pown or 11111 ......... , 00'1'__..1 111 llw a.n.J •nd lllllllo'UI'J ftirltl 
II •nq ..... , .... , ......... cL K•'"' t'. 1-. (li. & tJnO) 12 W•ll. <0T; JlfUWof 
't, Uf'H:O!-~t,. H!8H lit t l. & <121 : J/tCo.tJorli "· l1Mtflu4, 1 U. IJ, 1~1111 

• WltMt. I IU: <J•Mw• "· 1/.1/. ll11d, Cl'. I. I~) i1 W'"f, 118: l'nam Jr••lt 
"· ,,...._ tU. & IIJIIIII8W611.1533 : Xtlf1llti-'H.#.III 0 , /t,CtJ.. IIOSSI 1$1 U, Jl, 

..01 .~''"' "· V •ONIIIf•tr.. Cit:~:-I !IH u.s. :ut: ll<'+u~<H ,...,.u,•IMI*W• 
fiOtt .t. (J, v. HIHtwo 10. Q. A. 2ll. UlliJ) 81 r .• 211 D. tttrt. Ill<'•., CIIIMI 
!1118 U, II. t1t t A'rittd·A~ f'o&til't'o C...,, ~,_, IU.,.n.., N• •lt tl/ 
N, Y .. tC.O. A. M.I-) 1041'. (liiJ G. II» F. (:!d)ila,...-rl, .,._ Cl'*l 
101 U. I. .:0: s.r.-t ~C.."· "'1'fr C... Ull'ttl D U. II. Itt: o--tt' 
,......, c .. •· N«~....,. tlil»l aor c. & :n: u•J,.._ •JM a.. •· .~:.,.. 
, ... C1J... u•• lOT u. 4 2113: ~ •w ,..,.,. Drr O...• c.. •· • .,......,, 
tel (l A. .... ... , iOf r. flU -. tw1. lila.. UNO) b U I. D 

. 
• 
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tho..._oltJ>eCourtmHo..Vt•• •· Dill;.,(U. 8. 1874) 21 
Wall. 73. 177: 

• • • the poonr of the pemmeru. to impoee 
Mh toodjdom upon commert:ial i.nctrCOur"'I with t.n 

enemy in time of war u h.eee. fie, it undoubud. h 1t a 
powtr whicb every other c:overnmen\. in the world 
dairot and le'.Xert~ and whioh belonp to the aovern­
menL or the U11ittd Siate& u ineident to the power kl 
declarew.rand to carry h on toaaucetlllful termlnatlon. 
• • • ll belonp to t.he war powtn of \he covem­
ment, juet u much so u the power to levy milit.uy 
eontributiona, or to perfonn ar~y othtt btlliaert:nt aet.. 

8t'fl aleo Uttitrtl Stotu v. Cvrtiu-Wright C~'o,.. (1930) 
200 U.S. 30'. "''here the Court au ted (at p. 318): 

It rttUh.tlhat the irwesunent of the fedtrtJ co~·era· 
mwt with the pnrtn o( txtem.l to\' ert:i&;nty did not. 

dtpmd upon thf a.ffinn.stiTe panLI of the Con.ttitudoo. 
1be po'tl"t'n to dtdue and_... war, t.o (OC)t}ude pMCII1 

t.o make trtat.ift.. to maintain diplomatic relatioM with 
otlatt JOVttticnties. if they had ~~ bttn mtntiootd 
iD the Coaa&itutioa. 1lf'OUld ha\-e v.ud ia tM ltdenl 
pvernmtat u o~ conoomitanta of aalaonali\Y. 
~tith.tt lht Coostit.ut.ioo nor the ..... J)Uitd la put• 

IU.Inet of it h1ve any force in fottip ttnitory unltll in 
mpect of our own eitizent (tee Amtrito" DonoM Co. 
v. UAittd Fruil Co .• 213 U. S. 347, 3M); and optratklnt 
of \he nadon in sueb territory mutt. be &evemtd by 
trtt\~ l.nternation.a.l undentllndin,p and oompael.l, 
and the priuciplct of lnttmational Jaw. At A member 
of the fandly of nattons, the right and power of the 
United St~tet in that field are equal w the rl&h\ and 
po••t:r or the otbtr membtn of the intunadonaJ ft.mlly. 
Oth('r••iee, the United Statee is not oomp'etcly 
to\'ereign. • • • 

Tbe oonatitutional po•·u to dotal with fOfti&n-owned prop.o 
erty in &be United Sa.tes clearty exist&. Our intttelt.l u a 
nation &ad our SWKI.incu an in~t.ional powtr rt~quft lhat 

lhia eo..nu....t dool -prd>eooi•ey Yith , ............. 
proPif'1 lD the Unj\elf State~. The Gcwm:untot't ia~tion 
to dool -ptthtotlvoly .nth Ionic»__. propmy in tho 
UD.I\«1 St.aU. included the Lnknt.:ion tO rtguJat.e th4: t.ranlltr 
o( 1.10. 14 blocked &llttl in the United Stat.tt. It II for thete 
rtMOM \hal the Oovttnmtnt beJievtt tbat the lowtr rourtt In 
thit C&ICI have fa.iled properly to eona.true tbe natum and pur• 
))0101 ot Exeoutlve Ord4!r ~o. 8389, as a.mended, and 1upettl 
to tl,la Court. lhe impentive neeta.ity of clflrifyint thlt 
mAtter. 

IT A..T&IO)IT 07 P ACTa 

Tbt ptrtinent fa.ctt of this eue. ht\'e ~>ten fu lly and tetv· 
r1tely lf!t forth in the Brieft of the partie. to this proetofldinc 
and need not. be tepetted. 

ARGUM&NT 

POL"~T I 

TTn.C TO ntl n."SD8 Of' nil ~UnOSAL IM~K or RlMAM4 
HII.D L"f ~ lo(;Q)V~"7S L'lr\ 111.1 RAT& or ~IW YOill 
CA.!mOT 1 1 111.4..''SI'I'lti.J!D 'fm'Boor 1111 UftOY.U. 4W 11CI 
UCiliTAitY' or ma n.&.lSl-.Y' t..--xoa ua:vn' 1 oaou 
SO.-., AI AIII.L"DIW 

An.r \rt.lllfer of title made withil'l or without tbe Cnhtd 
St.aW. of Pf0Pt11Y wbitb Us beerl hlodu:d pu:mwlt to the 
requlremt.nt.t of Exeeuth·e Order No. 8389, u amended. il void 
botb by rtUOn of \he provi$iont of the Order and b«aute 
auth t ran.den are contrary to the policy of the United Stat.et. 
unlet~ autbori:zed by the Stereury of the Tn!uury. 

The lanpnge of EJ:ew\ive Ord-er Xo. 8389, •• am1mded, 
promulpl.ed by the Prealde:m. 1)\l i'Sllant to the provilioiiJ of 
eeodon 6 (b) of the Tradit1g with the enemy Aet. u 1\mended, 
clearly requirtt unlieen!IOO tran.~fers of biOC'ked ptOflel'tY \0 be 
LrHted a1 void and without Jepl effe<:t. '1'\e ptrtb~nt l)fOo 
vlalona of Executh·e Order No. 8389, u amended, AN u 
lollowo: 

Satno.l'l' I . AU of lhe foUowina U"&nuetiona are pro­
hibited, .. ...,. u op<eifi<olly aulhoriood by tho S.C.. 
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...,. ollho TrNowy by ...... ol ~-... 
IMuvd:ionJ. Jiom.!8. or othenriee.. if • • • (U) 
meh ~ in\"OIV"e proptrty Ia which any 
fcnlp (!Otlnti'Y deaip&ted in this Order, or any nt­
tioo.al thereof, hM a.t any time on or aince the t ! t!t'tive 
date or thil Order hid any inttlfft of &ny nature wht,.. 
eoever, direct or indireet: 

A. All trAft4fers of crtdit between any bankJnc in· 
u iu1tion• within the United St11.tes; and all tranefe.n 
of eredit bcl••ecn any biUlking itliJthulion wilhiu the 
Unhed States and any banking inttiuuion outllde the 
Uniud States (b~oe1uding any prlneipal, agent, home 
om~ bnneh, or toiTtfPOndent outaide Lhe United 
Sc.atH, or • banking intt.itution withln the United 
Statts) ; 

8 . AU payments by or \o any blnkinc intthution 
whlun t.ht" Uahed States; 

C. AU tra~ in fcnip udaanp by any per­
toft withira the Uaited Statet: 

D. Tho-orwi\hdnftll...,.theUIIltodSiat<t, 
«the~ of &.old or silver cola or bulUoa or tur· 
l"ttWY by any pu10D within the United Sc.ata: 

E. AD .tramlm. withdnnla or <"PPf''atl<>nl or, or 
det]i.n;p in, any eridenc-es of indebtedoe. or tvkltnc.'8 
of owe~ip of property by any perwon within the 
United States; and 

F. Any ttanu.dion for the puf')Xllle or whkh haa the 
tffee1 of e,·ading or avoiding the £ortsoina prohibition~. 

A•" &tnerRI rule it may be sta ted that. any ttAnaactlon t n• 
ttre<l into il\ vioiAI~n of the expreas prohibition of " 1tatute i1 
vokl. The purpo&e of the 6talute eannot be pttmitted to be 
eltcumventtd by the teehnieal argwne.nt tbat althouah the 
tran..etJon nlA.)' lubjeet the actors to erimi.na.l penaltiet ncvtr· 
thtl* Itt muJt. il valid. As WM t&id by Mr. Jutt.icc Bolma, 
lhe purpoM o( a ttatute't prohibiting any ac\ ia ••to •toP the 
wbolo b.w-." C•09<U4 v. Wolk.,. .t S..., (1022) :$ 0 . S. 
80. 60. Tbil proposition or law is tua.tained by many aulhori· 
tl<o: S.., •· , , &.,.. •· Trob¥. (App. Di•. 4th Dept.. lllG&) 

2&$App.. Di•.367, 282N. Y. Supp..t33; &n01t • . Pf1rl J.W.. 
Rood Co. (N. Y. Sup. Ct. ISM) 17 &tb. 397: Naln • · A.,. 
1000, ( 1892) 14.1 U.S. <21 ; c-o1 R. Co. o/ N. J. v. U. S 
Pipe Littt Co., (C. C. A. 3d, 1924) I F. (2d) 806; Rt.:.lltn"t"l· 
ConttOCll , (1032) tee. 580; 6 Williston, COt•lracU, (l'te\', Ed. 
1038) .... 1763. 

The lt:gi1lative history of the Join! Reeolution of MAY 7, 
HHO, 64 Stat. 179, which rati6ed Ex(euth·e Ordl'f No. 8389 
u t mtnded, and anlendl'd ~tio!l b (b) or the TradlnJt with 
the entmy Att, indicates unt>quivocally that Conlf~ lnttJJdc<l 
thlll any tran1fer of blocked property • •h hin or wilhout tht 
UnIted Sta tea. unlet~~ lict:n!fd by lhe Secretary or ttlt TrttJM1 ry, 
thould be invalid. In reporting the Jolnt Rflolution to ttiC! 
Senate. Senator Wqner, the Chairma.n of tbt &nkin1 and 
Cumney Committee which apontortd tM J-oint RI!IOiution. 
oald : 

The purpole or the joiru ruolu lion. ol COUtte. • 
vtry tltar. We want ~ proUd proptr\7 • ithia tbt 
jurildirtion ol the United State& •Db il o•Md by U.C.. 
(inndtdl p-unmmcsor thtir natioula. (( IN)) 8& 
Cone. Ree. 60011). 

Tht lollooinc.m.u..loo btt~ ... s.n...,. w-ud S.... 
tot Conn...Uy iUutu'ltl!l that this Reeolutioo •u hltcod<rd to 
pre,•tna. U•e U'lftller of tide to bloebd proper1y 1n lhe United 
St&i<o: 

Mr. CoJffl'AU.T, And is not this rtll'all.lre (or the pur· 
pole ol preventir~{l ehangt of title ol the Pf"OI)tr\y llt!f"C in 
the Unilf!d Slatet by conquest, or by any otbtr fe«ibiC! 
or violent. means? 

M•·· WAONU. That is ex"t1y the pun>08e. (( 1040) 
86 eo.11. nee. 5007). I Italics !luppHrd. l 

Senator Wtc:nt:r 1ublequently tUted: 
I will tell the Senator .. -b.at is prop)Md to be done by 

the joint rtiOiution. Thetetof l91i pvt \he Prttklent. 
the power to mcrirt t.rat1NdioD1 in lM war ~~ 
aituation ., 1/wal110 ll'taM/tn covlcl W II'IIUh b~ cdl.ltftf 
o/ M()IA.n. to~~llli'J ~ ptf~f~UCJ Atte tril.Ahl • 

'IW 1 I:J 

·. 
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1~ Jro• tAe Gc:ttwtt•eaL The purpolll ol \bar..., 
to ptOC«' the prOPettY ol inDCXtftl fcniptn In ~­
eoun LrY from bd.n5-to UK a 'ttfY frank word-loottcl. 
((lll<O) 86 eo.&. R«-~). (ltali<o ouppliod.) 

Tie followi.ns elatemcn~ _...,made by Senator Carter 01.1. of 
Vlf1inia (a rankins member or the Seu ale B&nki nc Commhtee) 
durina the course of the di.!lcu..Mion of this Re.olution: 

1 • 
1 Tlte plai1t 1~1tltnl oJ O.e ~i,•t rtiOlution, 01 

tlltSttt.alor ktt.OICI per/tcilu '""·•'• to 'PflltJf'U Gtrmonu 
Jrom approprioti.,J{I the property now in t.he United 
State. bcl011.glng to the two nal.ions lhe iJ now over­
whtbnlng ' • • , ((19<0) 86 Cong. Roo. 6176). 
[ltali<o ... pplied.) 

That. it w&l the purpoec of fretlin1 C'Olltrol to withhold from 
the .w. the t'll'ODOftlie beoefita ol thtir ag.reMi.on it indieal«< 
by lho lollooin1 m..,..,, made by Stoat« o.uw... o1 Coo· 
n«<i<u~ • R..,..blia.o ...-or "'• SmateBanldnJ eom...;,. ... , 

• • • oo T!nmday lu~ .-ben Stnale Joi•• ~ 
lulioa 2S2 WMIUbmiUed, it WU ap}aiMd tb&t h1 ~ 
t'rtl u wtll u i.lnmedii.&e purpoee wu '-0 prevt.nl a.ny 
,a.•ble pm to Germ&rty by virtue of htr invuion of 
I'OMfayiUid Denmark • • • ((IN~) 86 Coac- nee. 
61611). 

ft.&. obvious from the excerpts quoted above ~d from \he 
otht'r pertin..-nt ~1.8 from \he lt'gillative hletory or lhe 
Joint. H('801ution of May 7, 1940,eei (ortb in Appendht ll, that. 
Lhe purpoee and intent of the Re10lution wa.e to prevent. \he 
Axltl,owert from • I)J)I'()pr:iating property in t.he United Sta~l 
brlonpng to 1uuionala or lhc counlliee •·bich they conquerOO. 
In otl•rr words, ita plllp05e was to keep from them, 10 fat u 
we 1rtre r.bl~ the lru.iw of conquest. 

h it &n ettablished noon of atat.utory oon•truetloo that a 
ttatute it &O be eons:l.rued 110 u lO aeoomplith the avowf)d pur­
- ol lho lq;iolatioo. C/. E~ Bird TMI/<' D'll GoH. v, 
Wi!Uo- (C.C.A.Sih,l!m) 107F. (2d)ll65,«rl. d.,._ (18<0) 
aoe u. S.ll66. .............. ...w..,., or......, lmponao• 

t.lda lo ..,.,.......... See lor ....,plo Uoiud sw., •.fXdn. 
- ·(IN!) SIO U.S.Mf, 661~. wbtn lh<Cour<Oiid: 

The l'tJipOrldmr. tenttnds that the •ordl oll.o2an 
plain and unambi&uoul and that other akla to C!Onlt~ 
&Jon may not be ut.ililed. It is at~ltieitnt anntr to dtny 
&hat tut'b tr.•orda when used in an appropriation ~~~ tn 

wordt of an or ba\·e a settled mt.aning. Stt UNitrd 
Stolu v, Perru, 60 F. 743, 7>18 (C. C. A. 81h). Tbe \'try 
legielltive materiab "'hieh rtiJ)()ndenL wo1dd tlrludt 
rt(ute M1 auumption. h. would be anomalout to ek»e 
our mjndJ to ptrnash·c evidence of intenllon or• 1he 
II'OW'ld t.hat. rtuooablt' men eot~ld not ditrer u to the 
meaninc or the words. Legislative material.a may be 
tritbout prob.th•e value, or eoauadiecory, or ambicuoue, 
it it true. a.nd in IUeh es1e1 -.;11 n01. be pmni tted to con· 
trol tho euttonwy Met.ning or words « 0\'tf'C.'Ome ""'­

oli)'IIIUO<--.ioaloond byu,.,;m.e aobe.-..1<· 
ab .. ; lAq CIPI' «Wedr bs tl«...t to bs i.eo•JJtttt~t • 
irrNW~~~l. Su Bo.IOJt StvuJ ~ Gmlld Co. Y, U•dttl 
&otu, apro, at .f8. TAL ~.-, to h ~ to u 
Act •I C~ toa ottly be ini,'ftl 1,... • ~trH 
wivAiltflol flleTJ' rdewat 4fidlo CO*lnrd-. (halft 
IUpplled.) 

See &leo U"ll~d Stol.u v. d .wttrialn. TrwiMg A~fttlio,.,, l~tt .• 
( IN!) 310 l/. s. 63(, 

AI applied t.o blocked a!!el.a. the langu-.ge or 1-.:Xeeu th•e Order 
No. 8380, aa amended, U in aU reep«:tt N broad arid all In· 
clulive u the lar•.guaae or aecdon 5 (b) of rhe Tra.dm1 ~ hh 
the enemy Act prior to its amendment on Oectmbcr I~ IIHI. 
In faet., the OJ)(!rativc l•nauage of the Ordtr iJ the •me lu­
auac:o &I t11e O):terative language of the Act and ate!Ordin.ty 
mUJi bt lnt.trpret.ed u havina the meaning inu~nded by Cot1· 
l"fllL Moreo\'et', Lhe rdeV1Jlt. l.anguqe of the Ord~ wu 
exp.-ly appr0v«! by Cong- in the M&.JI 7, 1040, and 
1>-mber 18, IOU,..,..dn~uaol oeetlon ~(b). 

OnJy by in~.erpret.inc £xecoutl \'e Order No. 8389. u amended, 
to innlida\e all lr&Dlfen or bloc:bd property dkh b.ne not 
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.,... tiftno<d by '"" s.c..wy ol the n-ry, <an loU and 
rom-pltte rt«~Pidon be ci'"ftt co the ltPlath--e intent.. h 
Je!tnlllPf!ArflU [rocn th~ ~th--e b~ory of the Joint. a.,.. 
lion of ~fay 7, UHO. that Congress expeeted the lancuqe of 
tetdon 6 (b) of tM Trading ,.·itb the ent:rny Ac:t. u &mtndtd. 
and Etft'Utin~ Ord~ No. 8389, as amended. • ·hiah It radfl.ed. 
10 be ('(lll,ltrued ln the light. o! thtir intended purJKIM! and In 
11urh a w.y aa to make roost. eft'ccth·e the coratro1 "''hich h.11.d 
beer• rre~ied. 

II ha• nll'flldy betn indicated in a general way thM the ln.n• 
«UlKC or F.~tetulive Order No. 8389. &.'amended, itllurh .. IO 
ml!kl'l in\'alid any tran!fer o( tide unleM licenlled by the Seero­
lary of the TN>uu.ry. The argument u appljed to the pro. 
hlbhior1 in the Order apinst "a.LI paymeota by or to any bank· 
inc 1ratitution •ithin the {;nited States'' hu alrtady bten 
CiUthncd in the brid of the dt:!mdanl .. pptlltftt in lhil ctM. 
1"he Ord<or alto prohibitt "aU tramlen • • • or dtahn.J;I 
an, .,., evidtncft; o1 indtbt~ or evidenett of o•ntrahip ot 
propt"r'Y by any ptrSOn within the t'Dittd Stata" An ut~po 
mtnl of blotted property is dearly a .. translu'" cw a "'deahnc 
IQ an tvidmte of o~ip or J'I'OIM"1y" .. ithin the ll!ltaniOJ 
of the tancu. of tbf: Eattt~th·e Ordtr. 

In ('Onlidfrin& the term •·e,~ of ownerahap of propercy," 
~uw Waptrttated u fol..,_,: 

I tlunk t\'ff}'bod.J• kno•'1 •hat "evidtnce of pro1~ 
~YlY" is. h is tvidt:nce one has that he owrll ctrllln 
fiWJ>HI.)'. If a pcr!IOn has oonunon atock or a deed, he 
o .... na ••• intf'lut in a certajn enterprL,e or ctrtai11 J)rQJ)­

t"'tty. 1'11a1 ill v;hat rhe "e,·ideu(.>e of o" 11crahJJJ" ntt~tn1, 
((19<0) S6Cons. Rec. SJ76) . 

~loceo\'et, tilt phr~t&e '\wideoets of indebtedni!'IIS or evidenee. 
of owntrthip of property•• ha! generally been dt6tled elfewhere 
t.l IllY koll tvidtl'lce mfficient to tttablish h•dtbtednttl or 
ownmhipof propt"tty. C/. Comf'1l()mcealt/t; v. lm~Kri.cd IVoot~" 
Co., ( IOZ7J. 200 Pa. >26. 13!1 Atl 199; Br••tr v. Stot•. ( lim) 
260kla.Crun.+&S. 22< Pa<.Si»; Halv. 81<>0.,, (1884) 41 N. J . 
F4 278, 1 Ad: 438. 440. C.... ckcld.inJ Lha t an in~trumen t 
don DCK tonalltute an ~ of indebtedne. unlftl h .. a 

t,..n~ trable ~ in aetioo 1 ppear in all t:l.!!l8 to bt bued upoa 
apphtadon of the na'e of tju/nt ~to uatuttt IH"'J: the 
pl'lttte .. ev~ of indf!tn:edrww" as the Jut ttrm in a.n ~u. 
mtraUon of \'lnOUI type~ of ehOIWe in aetioft. See Lirdr,kl.d " · 
CloJ')I, (1881) 6CI aa. 322; Roml ''· H. L. H<UT<II Rroltr Co., 
(1020) 26 aa. App. MS, Ull S. E. 717; 8'U"• v. Mm/t<, 
(1008) 21 9kla. I, OS Pae. 471, 475: Hilltr ,., Ot"ulrltd (C C 
A. Gth, 1031) 64 P. (2d)O. ' . . 

The ph rue '1dt!aling in01 would eetltl to luwe d•~ qme eon· 
not.lll ion IIJ "M~ ttllft!ltlcii(,n With rt!peet to.'' nttrl)' ltly 
AMIInmtnt, it tVJdent't of o•·nerthip ol property in the m0111t 
tiM-nitletnt of all ~en~ tinee the aaignlllt"nt ittflf it the opera· 
tive faet sivlnc rjje to ownmh.ip o( property. 

Morto\'(11, the ph.rue ''by a.ny ))ft'!On within the trnhttl 
81att1 .. clearly impollt!l oo limitation upon tM v011h~ ot 
trantftntfrKtcd ouUidt! the t:nitedSt.atet.. f"rom (1M>) !olm 
Rep. So. 1496. 76th ~ 3d ~ at 2. it •tlfJNI'J that 
the purJIOit ol tM Joint RteOiutioa •• to tOn (for upo~~ ttw> 
Prttkttnt tht pc:J'r«$Wh.idl Pm!idm1 Wi'-hid undtf """'Milt 
6 (b) of the Tndmc •ith themtmy Art at i• tftttt dunt~tthr 
F"'art.t Workl War. At that time 1M~' p;wUOn Gl tmaon 
6 (b) •tatod ulollow>: 

Tha.tlhe ~~ mar in"tttiJ;Itt. recutatt, or pro­
hibit • • • t:rangcn of t\'itk-l)(ft of imltbt~.h~ 
or of the owntnhip of propt'l'ly beH,'t!f11 tlH! Unittd 
Statttand any fort.ic.n country, whf:d~tr tnemy. tll)' of 
enemy or otheA'i.Je. or betwttPI rclidt~tU of o~tt fN mor' 
fortiun cov,•tritt,by auy J)ei"'ll v.-ithi.n the Unhct.IStatN 
• • •• f llalicuupplied.) 

h II evident. that. ~he words "any pel'Mif• within tJu: Urtited 
StatN" are intend~ only 10 ir1dlcate that ,ltOt'C!<lu,.Jiy the 
J>OWen ol the Prtsiden~ would be direeted opinst peraonttub­
jeot to the juriedict;on of the Unittd Stalea. That. thlt it the 
MUkd lnW"puUtion o( the pbrue '•by any penon within tbt 
Ualted Stat8," employed in ttetion 5 (b) of lite "''radltta with 
the tntmy Aet, u amendfd, appears from the eMe oC Ucbuttt 
l'i ..... Korporotioo .4. 0. v. R--. (C. C. A.~ 11136) 83 F. 
(2cl) m "''·d.._, (1936) 2!IS 1;. S. 619. In thai-· tho 

• 
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Cireuh 0oun of A_.. for the s-.1 <lreul• bold lob• the 
potOidtndal poorir1oprobibil u.. · -·olpd"byany 1*­
IOft within the Unitt<! Statt't"' jU!ti&«< the denW or An tai'JIOf1. 
tklenee to a Swiel oorporat.ioo bavin& no pltce of buai.n• in the 
United Stat~ inasmuch as audl ••foreip owntr • • • 
would be obUsfd either to .:,.ome bue in order to obWn deUvety 
of hia •oJd or 10 &::t lhrough an agtnl. 'within' the United 
Sta te~." Arrorrl; Briti.tJt • ..tmtritan Tobtaeto Co. v, Ptdtr'CIJ 
Rmn~ /lo•k. (C. C. A. 2d, 1939) 104 F. (:!d) 61>2. lOll P. (:!d) 
ro&. t'f'rt . d~n •• (1009) 30S U. S. 600.' Simil~rly, In)' trant ter of 
blocked pror~rty made ou4:ide the Unit.ed State~~ could be effe<~· 
tual only •htn implemented by aetion of a penon "within d1e 
Jurildittion of the United States.'' 

tn any e\'tnt. the phrue .. by any pel'80n within the Unit«<~ 
Stattt. .. b: DO limitation upon eeetion 1 r ot lhe ~r. which 
wu ~PPf'Oved by Conp.:ss in r~illyiftJ Exeeutive Order No. 
8380 on May 7, 1040. Clearly. • li&IWer of tide .a.o.d of 
bloektd proptrty is a tranSktion havinl lh~ JNl'PC*I or ef!tet 
ol .. odulc \be prol>iliitioos ol the Oodor ;n ,.,. Unhed Su.~& 

. """" ................ ........ .. ~. P'f!ll .... ., ..,...,._,. .. 
,...., ..,..... .t 1 .... ,.......,. ta c.ilf!l ,.,.h • C ......... 1&. 0. H 1'. 
ltlll)lF Bupp IM_CI(IDIIIIraqthelllf'MUIIItl~6fb)ol~ ,..... 
'10'1111 t .. ..., A ('f, U .--w, 'fte ... (WI $ ' ' Mf'I'Wt(J ....... 
..c ,...,, J'edp WocbfT ... .., Ia cMc .......,. tat u. ~~ c:n.r.f'Cl .. 
llrw r'f>....,...,.WI}II<el:toa:.(•J"ant~teHCt.t~ uiOl~ 
....,. ..-,,.. pn!ll>'l1f, 11110 noc •• a('f •- • t• Pf'OIIfttt t~r." lf .. 
wllf',_ 1.a tN tow',_,_ .t tr.Wid t. W'bt$Uof plt.lnt ll'~t ·~ 
tM Clllll.l''"' ~*-It '*'""'1t lUI tbiJ CUll Wl l G'l'tmtoled ".,!~IN 
t1t7 lllf deod<ll• or tbe r.nt Dt.trkt CoGn tor the to.t..,. Vh4r1n ot H'f'W 
Yfltll lt! Jrrlrf,...AIOII'.,. f"oto«< COolo,_J "· J'Hn.' Rc'"" 1-.k t/ ,II~· 
Y.,t ( Jolf 1~: unpuhlt.a..-dJ . .1adp Ldl!dl lu IIIli f'VIIdWIIon ot a.w Jrf'l). 
a 111 Ifill n • t r• ttrd:. •·'ftt> ~~~ or 1.11~ bf(UII" Olltl'r ot A.vril ~ Ulll, 
wm n i Nh Mt "'"~ U • . ld o"'" • • • .ot witld" tbl! Jl(lwt't oiiM J•ret~doMit, 
tM tutciMM #II !be 0014 a..:ne A« ot tSIIS4 bM turwlolfd '-"1 cllll• 
... liMit t"t lle~dut ....a Upoill dire alftJed IG'I'IJW!lQ" ot • 14 ~1M' I Q 

""""''- lllft'fOI," 'l'bf u. S. Qcult Coort ot .t.pt~M... .. tllolt C!llt •* 
ftit'Qinlwd ,..,. "ll.llcttt, or ,.., Ex_,,,.. orwr ur Aprtl 4. 1113 c t<k r. (2111 ) 
llriL IIFi t, 'ntN .. ,.._,*'~!!! t. API"!IIb. PUt W . tUt porUM ot tM 
ww elt!MI'td«at ~ But ur New T_.. ...., .. tM an.a' CWn .r .,...._ .. * .......... ~ ~u. .... rti&W. .. ""&:untl" 
QnWfll ..... l t.tMI. n.u,..,...., lk add ...... . ... ,..,........,. .... 
~- t.llolt o-.-.c-Q.t bnd.-e 0..,. .t A.,U 6. ita,... .... -

M * ced bJ Mr. JUI\ice Bolmet ia B.tln Y, N'-....... 
(1010) 240 u.s. 02$, 031)..631: 

• • • We do DOt !peU: of e''Uion. bea.U~e, when 
\he law dnWJ a line. a eate il on ooe .me of it or \he 
other, and it on the safe tide ie nooe the wone 1tc;aUy 
that a puty bu availed bimeelJ to the fu ll ol.:ha" the 
law permitt. It' At"!' QJt ott is COild~"Uttd o.t ON t&.'Ofioll 

v:Aot i.e "'~"' it tltot il is 011 the wro~tg tide of lhf li~tc 
iru/iC(Jttd bllf tA~ polt.cy if 11ol bv the mnt ltttt r of tilt 
ltwt. • • • fltalke supplied.) 

Executive. Order No. 8389, ua.mcmkd, hu beeo iot.trprtted 
admlniJt.rath·ely as invalidAting uolittnl!t'd tranafrn of 
blod:ed property. For example. the follo•·io1 quou.tion from 
an oddr,. -~on Marth 2$, 19<1. by John IV. Pd>k. Aloiol· 
ant to the Settt-tary of the Treasury. Wustratee tht at.lmin• 
vatlve i.nttrprt:t.ation &i\'tft U) the £xtc'uth-e Oni-.T: 

ThrouP tb~t medium ol freezirac tontrol thilt country 
ftf'VS no1ice U) tbt wtrid that pm~GM who pl.cftl thotir 
._t. ia thit <OUntry out ol to~~tidto« in ow fl'ft In· 

1t.mnions and our Ullflrity will DOC ha\'e that mil:i· 
- rioW<d by - ...,..,_ - _,. 10 bo 
W'l't"'«d from their wve owners. It lft"'tft ti(IC.aiN: U) 

ac:&ft'M0'1 that any atumpt to l!leei.U'e c0e1tol of t&dl 
Ulell by duress ..-m r.a. t>urts---.itate\'f.f' ~ 
It m&)' ha,•e h,d el!lt"'\\oi~e--rt'C't'l''et flO re«~~nitlon 
here. 

h IJ, of t'Ou~~ ~·ell settled that the •d~inittrodve r<H"I• 

1trucdon J>laced UJ>OO a atat.utf. or. &-~~ve, Order ah~u'IJ 
be Biven grtat if nol eontro1hn& y;eight ~~ Ill mltfJWf!tatt()n, 
Nor11Jtf1km NilroiJ~" Produ.d$ Co. v. U"d.:d St~lt~, ( 10.13) 
288 u. S. 204, Sl&; &nrilit'• d: ErthtJJtfe Co1mmffliOII "· A~ 
.odo.ttd 041 lt EJltt.tn'e Compa11u (C. C. A. 2tL, 1938) 00 .. . 
(2d) 71l&. In SJrtt• v. LvotA. {C. C. A. 10\h, 1031) <8 F. (:!d) 
1044, 1047, the Court ttattd: 

• • • The •~icbt to be Vttn U) the CO«<I"tnltlkln 

ol Jecilladoo by administrative ol6ctn wbo are thatctd 
with ill applicatioa. wbeft iw pro~ art at • .n lo 
doubt (/1( u~ is tetdtd. nmr COiliU'Ud- ot 
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the patute il .ud lObe in tht: ~ cStvee perw.uiw 
U no\. «~~~ trOllin&-

AOflt(W(iin&Jy, h. must be eondud«< not. only that the lan­
•u•;e of Executh-e Ordff' No. 8389 .vo~ all, unauthori&ed 
tranafen but1 i~ition, ~at. the Legillauve .h•tory and the 
tdminlatrative interpretf.Uorul of the EteeutJve. Order have 
ain«~ 1.he date of ita iMuAn<:e gh·e it auch an interpretAtion. 
furthermort , it is equally elear lhat. both the w1.r etYort and 
tl1o I'K'bllo policy or 1he United Siatd demand that all t..-ndert 
or blotbc.l JlrOper'Y be invalid and void unlea licen11t'd by the 
Sctorttar)' of the Trta.~ury. 

POINT U 

UNAL-'"THOIIIZilD TIA~8'FAS OF I"ROPIRTT l!'f I'ILOCtciD 
ACCOUNTS AMI IS'VAUD VNDER GI1."'EIW. ltCLJ~G 1"1'0. I.J' 

T1w1 provioions o1 G<am1 Rulin« No. 12, wbi<h •PIIM' iA 
Uae Apptndix. Part lV, rfe«i,"tly refute mt eontenlion that 
01tre may bt ao Nlli&JUDtDt « traMf« or blocked fundllwi\.h .• 
out aut.horiutioe from t.beS«ntary of lbe Tftuury. 

Tbtopcorath-e Pf'O\'ilioDs of Cmeral Rl.&lirl1 Ko. 12, 10 far u 
mt'VM' 10 thll cue pnn-ide as folion: 

( l) Uo).,. lieefl"" 0< otbenrioe aulhoriJod by the 
StcfttAI')' of the Trft.sur)'. (a) any traru.fer alttr the 
tfrteti~ d.t.te or the Order ia null and \'Okt to the exttnl 
tha' it is (or wu) a 1tan£fer of any proptrl)' in a b10tktd 
11ott0unt at the time or sueh ~..r~~nall"''; and (b) no t.rant fer 
aft4'r the cll'ttLl\'t. date of ~e Order aha.ll be thfl b&ai.t 
for the asertion or rte<:llnition or any riAht, rtrl'ltd)', 
J>O'II.'et, or privilege 'f\•ith respcc' to, or htterttt In, a.ny 
JU'Optrty while in a b!()(k«( account (irrfiiJ)t(;llvo of 

....,-_:_ 
• Altrutllflllt I• ;11"""' .. 1 •• It~, tltl 1111111 ()f>IM'HI Rtl11111 Ko, 12 -• ,., .. 

I .. IWI&. .. AIWII 111, lfH::. Wb:Ue tbU ttlou) rullzl1 ~ t .. fllll lltt .-.w""""' Ill •• ,. -.II-- •Pill!,..,. lblt "'" 111-tfN.ltt• oi11HP ~· 
_,., '"" tiWb , .. , If 4'1taQIIC .. lo4.Jlll.'ll"" 11«!1- crt ·~ partklll~!t I'll .. liM ....,Ito,..,,. .. .,...,. fit.....,. wtJttt. '"" l...,orttar 11101: ~' •• 1M ,.nk*r ...... -- ""~"' .. tbe,.,... ~..u.,., Ill~ roatN&. 
~"· -~ ... llllp.tloll- •• --~ fil"ttt ...... 8 .... ~., 
.....-....,...,..,.. ......... lilt ............... ....,.,., ...... ......,. .... 
• ,..._. ..... ,.Ill ............. ~ lilt~ --~ tMI 
.........,._,w-._.~~- ........... 

• 
(3) Uo),. otborwi!e proyided, ao appropr~a.., Jl. 

een~e or other authori&ation iau«t by \he Secrt""J o1 
t.he Trtuury befOirf', during or after a Ctuttf'« lhall 
Yalidato •uch lriUlsfer ()I' render it enf<ll'«<lb~ to ~e 
aa.me extent u it woold be "alkl or enrorcea.blo bu~ for 
d1e provi11iooa of section 5 (b) of the Trt.dio& wh.b thf! 
ent:rl'ly Aet, u tUUend.OO and Order, naul.at.iona. in1true· 
dont, and rulin111 i&!urd thereunder. 

(4) Any transfer all'ected by the Order AncVor !.hit 
&tneral rulin&: a~ld involved in, or arW11g oul of, a.oy • 
\ion or proc:ft'ding in any Cour\ within ~ Un.i«<d 
Statft ah.U, 10 far as affeeted by the Ordtr and/or t.hil 
ltfttra.l ru.li.ns. be valid a.nd ~fOI'Cftble for the purpoee 
of dec.ermiainc ror the parties to &beaetlon or p. = ~.,. 
the ricllta and IW>aitift lhm:iA lillp<od; piO'tided, 
however, that DO attaehmtnt. iudp:atc,l, dc.cref.. liM, 

• tu<Uiion. ..,.........,., or .U... iudldal - ..U 
confer or uute a pu.kt rir;ht.. poww. • pmoiltp with 
rt'IIJ',Jiee1 to, or intft'eS.L in. any proptrtr m a bkd«< .o­
eoun t than the owner or suet. propmy eoWd autc or 
confer by volun wy act trior c.o \be iiMI.aDtt of &a 

a.pproJ>riate licente. 
h will be noted that the General RulinJ ~ ttull and 

voMJ arty t.ra nlfer from • ·~locked11 aocoun l u11 l~ tuth tra.ntltt 
ll li«nled or otherwi:ee authori.zOO by tbe SecretMy of the 
Trcuury. Similar!¥ no transfer after the t-fl'ec:live da~ of the 
Orde.- c-An be the basil for the aalltrlion or I'«<OIliLion of &ny 
right, rt-medy, power, or privilege with re~peol to, or in\trttl 
In, any (W'Opt.rty wblle in a blocked account. (irrt'fpeedve of 
whet.her aue:h properly..,., in • blocked account. at. the tln~ of 
tueh tranlfcr) • 

'ne Gt-neral Rulioc dect&rn tbat. the Sec«tart of \he Trtu­
ury ma,y .-.lida tt a..ay llaNfer, by ieaW:n& an appro~&~. 1.icole 
btfcn or alt« a uanJer bas occumd. 'l"he Y&I'IOIIIt t.ern» 
tm.ployod in the Rulin«.,. de6oed in_.,.. ( I ) lh«ool • 
n. Wf11l Mtrt.Difer: aa de&taed. ~ ..,,. oft., .-ip. 

tl ... :r 
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...... .... •""""-.. ; it-- ioducle- .......... 
ooeurrina by operatiol'l of law. ROW"e\W, iL abouJd be DOW!d 
&hat* General Rulins itaell contains an authori.ution for &ho 
brinalnc o1 auaclunent action~, with the es:J)f'f* provilo that 
no r;rea.w rigbtt ma;y be oonlmtd thereby than the owner of 
the aceoun~ ClOuld voluntarily oonfer. The eiJocL or the l&tt« 
prowi1ton will be considered in Point. Ul of this britf'. We will 
bo concerned in Point D with tboee prO\'isiont of the Oentra.l 
RuUng wbich invaUd1te transfers whjcb h&\'C not. been 1\uthor· 
I ted by the Secrecary o£ the Treuury. • 

A. Ct:neral Rulin.r No. l2 Is a s t.att.mt.nt or lht policy which 
hu alwa,. uiakd under £ucutlve Order No. 8389, •• 
a.Mtnded 

The da.eu.ion in the 6rsi par$. or this brief h.u ahown that 
one of &.be primary purp<lleS of Eucuth·e Order No. 8380 and 
ol ~Joint Rttolutiono!Ma.y 7, 1940, wu to i.nwalidateaai.p· 
mtAU or olher ~en of bloc:bd ful)ds. No further elabofa... 
.... ol !hat d ....... it b~ reqlUml ... - U..•lueh poUey 
aDd pu:rpoee it (&tried out. iD Gene-a~ Rulin& No. L2 aDd that 
&bt Ruhncmert!J rt'(ftllmLtsa formal atatemenL of a COQ\lnuina 
pollqdaU.cboclt"' lllein«pUooolm...inc ..,.,._ 
B. C«Mral RaU.ac N .. 1% Ia a ftlid oudM or powe_r under 

£ a:KutJ,.. Ordet" Nca. 8389. u a•tnded. and r«t..oa $ (b) 
or the Tndlft.l" wltb the enemy Ad, u ammded 

Evtn though it migb t be con tcuded arge~tndo that. the pro­
viaionto( the Exeeu·t.ive Order do not., pt!f ~e, invalidate follian· 
toen'- or tran•fert within or without. the United Stattt of 
blotk-ed J)roperty, there can be no doubt. but. that. the SC!M!t.ary 
of t.ho 1'rtuury hilt the full power to rule thatauch uel,grunontt 
or tra.ndena.re ' 'oid, exoept.u lict:nted. 

SinoeMay7, 1040, the Secretary of theTrtuuryhu unque. 
tlont.bly had powtf' to ''oid a:ssi.gnmentl and t.rantrcn. within 
or whhout t.he Unittd SLat~ or blocked pro~'Y· Seet.ion 12 
or Eseeudve Order No. 8389 of April 10, 10<40, provided u 
loll4wl: 

Soono:< 12. Ad.nno...l R~..,_Tho Rfi'IJ&. 
tiocJo ol N..-...bo< 12, 11134, are hereby mocti6td inoolar 
u lhey ate i"CA"Wteot wi\b &be provisioot or MCUonl 

0 14 II, induoiw, of lhiaOrcl!., and ......... ., ooodilad 
~ hereby -W.U<d in luU r .... and ~- TA. S.O. 
rtttri'W o/ ~ 1'-rcoftt!Y ;, crwt4orUtrd ui. Pfl~ to 
prtteribe fro'" tim- LO ti• rtpl.otlihl to corry ovt 
tlte purpottl oJ atttioHf 9 to 11, i~tdu:iw, o/ tlli. Ordtr 
01 at~ttndtd, and to provide in eu~ mgulatlone or by 
rulinlJI made J)Ursuant thereto, lhe condition• undtr 
which Uctn~Se& may be cramtd by aueb agtneltt aa ~o 
Secretary of thP 1'reuury may dettign•t~t. 1 H•lkl 
tUpl)lied ,) 

Thle provision wae rati6C'd by t!1e Congress by the Joint UetO­
Iut.ion or May 7, 1940, ar•d continues to be irt etfeet in .ection 7 
ot Executive Ordf:r No. 8380, as amended. 

Unqueetionab.ly the power tD '"invetti~t~ott, rtpl&t~, and pro­
hJbh'' lntludte the implied po•·tf" to take 1udl alept u ll'la1 
be ~or appropriate to make audl probibiLIOO d'«li"'• 
lD BrilWt~A..mto .. TobGcto Corpona.tto. T. Ptfl.nol R~«rW 
Book of Ntw Yort, (C. C. A. 211. 19311) 104 F. (711) 1112. ...,_ 
4.,._, ( 19311)~ U. &OOO,tboCimDtCounol A-lolorth< 
Soeond Orcu.it J'fiCIOPizled 1ht the: Prftident't JIO'Wf't. under 
lh• ttatute htft U"-ol"'td· "'o i:n\'C!Sliptt, tfl'lla~ ud pro­
Mbh." hoardina of cold. authorittd the ~L to ielue a 
reculation wbi<-h would )X'e\·mt bo.,diniby requirUtc cold ... 
the poe~N~ion of tbe hoarder to be ddi''ft'fld to a Ftderal 
R.ervo Bank. h foUo..-• equally that the ttatutoty po•·er 
bere ln"o!ved to probibi\. transactiooa includel lbe power t.o 
dt!Olare votd that whieh il prohibited. M 0~ time ot tJ~ 
tntctrr~oCnt.or the f.'irst War Po11;ersAe~ (Dee. 1&41), lhe 84-nato 
Cornminec 011 the Judiciary 8-IAied !.bat: 1 

The e~t itling (Ofeign property control reculatiol\1 
( populatly known U " f reea:iog con ltOI'') hA\'11 ptrrnll.t.ed 
c.he Oovr:rnment. to pret.lt'nt and rqult\e ttaouc\101\1 
n:laUt•k to (6rtign property wMcb are prejudicial to t.he 
intt:rtftt of tbe United S•ates. ((1940) Sen. Htp. N~ 
011, 77th Cou1. I" S..... at 2). (lt£1ictouppbed.) 

--
"Cuac: • • ~ ... ., • ...........,~ttMI*-· ·· ... .... -....,...._. .. ~·- .. .........., .. ~,..... ......... 

CWM~._.u ... o..r~""f!Ml)JUU.&II)). 

• 
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A ~ .. e• mn", t.Dd. iadeed., indiePtt'·~ way or 
.. a .. and pn>bibitin( ........ tionl.elattd >of omen­

::; wbleh .,. prl'judieW >o \he United Soo"" Ia >o v<>id all 
--'lnmmt.tand ira.tuftrtof sueb propt'fty whieh have not. been 
lietnood by lho Socn'"'Y ollho Tt<o.oury. 

tn t.et.ln,R under Sxocutlve Order- No. 8389, M amended, b1 
dtcl~rlna voW unlicensed assipmt:ntt of blocked prOJ)ttly J)n)­
hiblttd by che Ordtr, the TreAsury Deput.me:n~ i• Jntrtly fol· 
lowina the common lll.w principle that. ~ntract.e in viol•tlon of 
t11e policy of a prohibith•e statute are void (tee Oellhorn, Con· 
tro<:ll o»d Pllbl~ Policy, (1935) 3.l Col. L. l!ev. 679, GO I , 002, 
004), and tha~ provisionll of contract! and c:onveya.nett c;xecu~ 
in a foreip juriadie,ion wb.icll art conlrar)' to Lhe pubhc pohcy 
o1 the Unittd State. will oo~ be Pven effect.. Koninklijh 
LHIY/t~britk ()W.uwiji N. V. v. CMM Nali.orwd Bonk, (Sup. 
C.. N. Y. 1941) 177 Mile. 156,30 N. Y. S. (2d) 618, •I'd, ( App. 
Di•.IJ• Dtp'o. 1941) 321'. Y.S. (~) 100: A'"d<lbo•k II. V, • · 
q..,.otr rn..t Co., (Sup. C.. K. Y. IIHI) 177 ~U... 648, 31 

~'· v. s. t~> 194 (d<nw o1 ~- "'Gtrn>an-'"' 
pointlna adrrunist.ratort ol Duuh propmy): ChrcoAJIICI"' •· A""' 
Co. ( 1880) 103 U. S. 2111: TA< K~loo, (11102) 183 U.S. 
'JISS: 2t19: ~/. Alcuto Pddttn A•$" v.lrtd.tu.triol A«idCJ'l COfl'l·· 
"'"'"'" o/ Colifo<-Uo,ll93.l) 21H U.S. 632. 

E\-tJI U the GencnJ Rulif\1 were not authori&ed by Exeru· 
th-e Ordtr No. 8389, as amt:nded.. nt,-erthelea~, the J)O"'et to 
promulpte the Gener.ll'tuling is to be found in lt'Cdon 5 (b) 
or the Trading •·ilh the enemy Ad, as tJntnded by Title tn 
ot the Fir'Jt. War Po\\·cn Act, 1941. The per'ljncnt. provi.iont 
of teet.i61\ 6 (b), as 10 amended, clear-ly eetnbli!h t.h(l authority 
IM the i.-unnee of tJ1e Ceneral Ruling. 

Stetiou 6 ( b), as an~m.led by the Firwl Wr.r Power• Act, 
provldtt thJt the Preaidenl, through any agency tha&. he rnay 
dttlpate. and undf'r sutb rules and regulation• If be. may 
pl'tCtlbe, may ... • • nullify, \'0~ prevent. or prohibit, 
any aequiaiLion, • • • Lrans(a, withdrawal • • • 
or dta)jnc in, or enrcisin& any ri&bt, powtr, or priviltiO whh 
rttpeel \0, or trana.etiMs lo\'ohin,g, any pr.,ty in •bieh 
&ll!Y lorftp eounlr)' or a national ~f hat any lntttel" by 
any petiOft, ar with retped. to any property, tubjec\ &0 tb• 
jurild.ietion of the United Sta\el; • • • ." 

t) 

I\ ia dear t.b.&t uy r.equisitioD, lranlfer, ew.., o1 blocbd P"t>' 
"'' moy bo nuUill<d cr made •"<lid by lho Prooidool• ......,. t.M 
IU\hori,,. ol tba,eec:t:iol'l.. lodeed, t.be only tubtW!tW dlltr· 
tnoe betwet:n the General Rutin& a.nd the ttltute it li~At tJM 
former doel not C!O\'er u broad a fitld aa the Wtt«. TMt &1.. 
Concre. in ten~ thai the exereitle of tht PrtUdent'• powtr 
under thai tec.Uon ••otlld have retroepee1i\•e dJeet. t&Mo\ be 
doubted. The President~ givt:n authority not only to p~Wtnt 
future transaction, but. to nullif)' and make void cra~~tion1 
lllread,y entered into. If the words "nullify" and '1vold" 110 nol 
aiven that. meaning. d1ey are wi1hout. UK'aning at. all In !.he 
oonttxt. In whith they a.re used. The PremdenL't powtr to dN.I 
with future aituatioo.s "'aa adequatf:ly dealt whh by \he worda 
"inve.tipte_" .. rqulate," "direet.and rompr:l,'' .. prtven&r. .... .,.. 
hibiL!' To enable lhe President to dNJ with pul tr&OMCtioN 
t.he wordl"nulbfy'' ~d "\-oid" ~ l.l!ed i:n the stawc.e. 

SiiiCO lho S....~&<y ollho Tr.a.ury io lho "'pooi""Y ollhit 
upec:t of the ~t's authority. lbtre taft be ao q-.tioa 
bu• Ilia• lhe S....~&<y ollhe 1moawy ...,. ckdon! o.U and 
vo.d omain traruJers made with rt5pf!t.t 10 blodcd propm:7 t. 
the Uaitfd Stawt. 11tis aulhority has bece ~ •• CmenJ 
Rulina No. 12. 

Tn.ntlm whim ate null and void u:ndtt Lbe knllll ot tbt 
E:reeutive Order and the Gtneral Rulin1 may, of cou.rw, bt 
oomple-tely validated il an appropriate lioet~~e il obtaioed. 
In tho lanl\>11&0 of -·ph (3) of lhe Gtntral l!ul"": 

Unlt~~t otb~rwiec provided. an approJwiale licente or 
ot.htr authorization dwtd by the &crt-tal')' of the 
Trtaaury ~!ore, duriog Ot' after a i.nuaal'cr ~1all va.U· 
date eueb t..rtna!er or rendtr it enforttablc to the U.IIWI 
extent. u lt.. would be valid or enfomcable but. fOf the 
provi~on• of eection 5 (b) of Lhe Trading with th6 
enemy Act, u atnended, aod Order, regulation•, inttJUC> 
tions and rulinp i8iued tbmunder. 

1'tna.tt t..bma il ample room for administrative rtliet in mtri· 
&orioUJ n~e~ « e.laaeM of cues wbtre lhr tBNKtione &n~ved 
will nol be twmful or (n,lJlrlte \be bSlioo't war t!Of\.. 

I• thould bo ..,.... Ilia\ lho ....Wen •bieh .,. .....,.. by 
0etMn1 Rulio& No. 12 """""' ooly _,. iD -•oo 

• 
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whido ..... ee<..U,. ._, blo<bcl. The t...W.,. wllido .,. 
w!tillo tile- of tile C.n<nl Rulln~ .,., -"17, ol an 
executor')' nature; tha~ il, pa,ymenta o( funde from eutb ac.. 

aount.e cannot· ha,•e been made and the tranlf«t ran not h&\'t 
reauhed ln executed trrmuetior•t unlti!S ~ Ji.cenec hM bttn 
~led by the Trtuury OeilUt.lnent.. Thus. the fM!rlection 
of aJJ 1ucll u-aru:fen hal AI•·.,-. been rubjeet. to the obtaininc 

of aa • J)p'Oprilte ~ 
~. it t:aMOI be a..rptd tlaat any Pfi'IOQ dtriTft an 

ablotvte risht lo bloc:ttd ptoptf1y by rnaon of an unli«nnecc 
aJii.cnmenL. All that an aa:ia:nee may hope to dtrh·e from 
IU(:h a trAn&lletion is to obtain deliVffy of the propert,y from 

the blocked aoeount if nnd whf'n " license lt JJI!ued by the 
Trta1ury 0cJ)artment.. h. it tubmitted, therefore, tht. tinoe 
the tt~ru.ff:f'l ,'Qidtd by the CtJitral R uling are exeeulofy in 
nature, it eannot be «MMItt-nded lhat the ~rral Ruling it 
reltGfpf('tive in its e««t: rathtr the (ieoeral Rulinc _, be 
aid co fni:&tnte the tiM~don of unli«nMocc traNfft"' wbkb 
tannoc. m any e"ltt:nt. ~ ArtOmpli!btd by payment from a 

blodttd ftc:f'Ount withoot a lirtfl~ lor tueb paymtrlt.. 
E\•tn If h i.s Amltned 1hat Otntral Rulir1g No. 12 it rt;lroac:­

iive In KIIOO I!J>Oett, ne,·t rtheless, lte retroactivity It not. t uc:h 
At will rtndcr tbc: Rulina in\'alid. The Unit«l Stat.tt may 
inttrfmo: •ith j:lfU':XiMinq: ('(Mlltaet rights and tuth intcrltr• 
toOt dott DOt. of itself, .-btrt ftdtral pOWt'r il.upmne. roo­
t:lhute a violalion ol thf. ri«btt M."C'ureci by the Cocuthution. 

Noneo~t • · Ba/liM(JJTt tt ()/uo R. Co., ( 1935) 19-l U. S. 240. 
•t. 306-311. Tbt~ the Court lt.Aled, (al p.. 307-308): 

• • • O>ntra~t ... howfwtr tl!Cpr~. cannot. tetter the 
C"Cmstitut.ional aud\orl~y of the Con~ Conll't(!Ul 
111ay crute rightt of JlfOJ)t'l'l)'. but. whc:n oonLra.C\.8 ddl 
••tb a .ubjeet. mattt'l' •him lit'!. within the eontrol or 

the~ tbfy ha\·t a eon&enital infirmity. Pa.r1iel 
nnnot rtrDOY'e tbtir t.r&nMet.iou from tM r8dl of 
domirwu eoutiwUonal J)01Irtr by makin1 tOntrada 
about them. • • • 

Ac:t:ord: Holvok• Po,.., Co. v. Pow Co., (1937) 800 u. S. 
324, 341: Gt~arontu r,.,, Co. v. llcmrood, ( 1030) 00'7 U.S. 

:H7, 2118-218; Bdill<Ma &•d Co. • · Z1ri<At ... Co., (I«W) 
3111 f!· & 2&, 2!r7; K- •· IM, (U.S. 1870) 12 Wall. t&7 
, h-. moreov~, ~ ee.ttltd that tbe mere fact lha& ~ 

bon II rtltoaelh•e m whole or in 1)11"\ dote not lnvallda.te 'l 
Sco Blotml v. Windley, ( 1887) O.S U.S. 173, 180; fltHtk~r 
v. p...,lon Co., (1033) 200 U. & 163: Co.,.,.l<r v. IV~hR •. 
Co •.• (1&10) 309 U.S. 23; NtUd v, Dio<ri<t •I C•l .. o{>;o, (D. C. 
App. 1040) 110 P. (2d) 2~. In 8~ v. WiMltr, .. ,., 
tileCowuaid <••P. ISO) : 

It ""\Y boaid lhet ohio l<ciolatioo io -on.: and. 
u applied to the cue before • it. i:s.,. But ~ il: 
no eomtitutional i.nhibltl.on ap.ins:~ re~ive )a..._ 
Tho~h ~ntnlly dittrueted. they are often btntfJdal, 
And eorneumea ntoeNAry. Where they violate no l)rovl· 
lion ot the Conttitutlon ol the United Stata. there W.ta 
no power in &his eourt to dedare &hem ,.oid. 

In ~1 ~tioo of mrc.ctl\it1. it tbouJd be poiattd 

OU\ that C.-.lllulinl! No. 12 hao - chofled 10 - oll 
~ transfus,. •beth« r'*"-bdore ita iauanee or Won 
the tft'ttti,·e date of Exeeuth·e Ordu No. 8389, thMr \'oid or 
unenfO«''('•blt". The poliry behind this is underatandab~. U 
tho Orner~ R\lling hAd bretn rncrtl)' proepecti\'e in ot>tral.ion, 
it. would be e.uy for Atit a, tntl lo validate ll'&lllfcn obt..lned 
under durtw by the sub1trluae ol dating them prior \0 the 
f!fteclive d&te ollbe ~th·e OrdtY or ollbe GtMral Rulloc. 
I&~ be ~'f.d lhat ill tholen~~ts when IIOCiN: flU...,..,_. 
fer wu ,iY'tft 1o the ptno11 ...U.taiD..Ulc the aceows& Ia \!lilt 
eountty and where the tranaltr hr.d beta aectpe.ed b1 \hat ptr­

!IOn u v•lkl. the restrictionl of tbe Gtntnl Rulinc t1.rt ina.p. 
plicable, ahlte, under th011e cirtumatances. ~e notiee lt an~ 
()UJ te pf't('Aution to guiU'aolee tl1at the tranaf'tr wu made prior 
to lhe ~f'!Cll.ive date or £xeeuth>e Order No. 8389, N tme:nd«<. 

A«onnio&ly, tho provioi- ol 0""'"' Rulinl No. 12.,. 
ddcnninathoe ol the t.uef in thil 4'Ue bo&b M aD in....,.... 
tion of the Oovunmtn&'• polition UDder Es:eeutn-. Order No. 
8389, u amt:ndtd. and u an t'Rf'eile ol &be powen (Oftlerred 
upon &he Oovernmenl undtr aeetion 6 (b) of the Tndlns wi&b 
the entmy Ae~ uamended by TiLle Ill of lobe F'uu War Powen 

Aei, !&II. 

. 
• 

Regraded Unclassified



POINTffi 

11101 HAS 812, A VAUD ATfA(:Hl(E..''T I:S THIS CAS& AuniOit· 
1%10 BY m& SOOI.ETART OF TBI 11tBASUI1' PUilSVA.'iT TO 
U IClmv& ORD&R N'O. PSI. AS AK.£.~0£0 

lnt.rodadory 

Ill i1 ~peetlully tubmittcd that in thi1 ~ue J:'edcn.l lAw 
n1.1.rkt the outtr boundariee "'•ithit• which tl•c law of the SUllO 
of New York rel.11t.ing to UUA(hmeuts ean operate. Our eon· 
cen• It with th0110 limi~ and pTOvidcd they are recQ~niaed, the­
r\atUf'CI and opention of the alate law within thoee Umit.a i1 no!. 
primtrily or Federal interest.. 

h. it 1he Govtrnmmt'a polit.ion that. by rtQOn of patt.tnounL 
FedtraJIAw, the usual incidents or an attadlmeouannot. aU be 
1iftft ltpl eft' eeL While the Fedual ra.trietion may ltave 10me 
IC'OPt (or the operation of 1tate auadame11t. lawt. t. , . , iroorar 
.. lbo .,....,_, provida • jur;,.J;.tional bulo lor judpnon~ 
the audmnl undc!rlt&te laws mun (all thort ol utaUnl any 
kpJ inwnotl or rdacion that toUidta with the FtdtralrtCUla.­
don ol lordpl.......ct .,..,....,. Tho nation ol .. y l<pl ;,. 
c8\'JP. or rtlation by attatbJD(".[[.t. btyood what «M~kl be tf'8ted 
by unl~oaed ,·ohm*Y assignment con4ict.a whb the &ppli~ 
c.b'e Ftdtnllaw. It it elw \hat. any intetett ari.lanc out of 
tbe penni ned auaehlm'JltJs mlJ&l. be aa tbOII'OUghly dtfeaaable 
or voklah~ u one Mlted by \"'lunwy unliotneed IMiJnznent 
of bloektd proJ)ff1.)'. Whether such a.n intere5L it one for • 'hle:h 
Ne~ York auaehmcnt law m.akC'S pro\li!ioo U a quettk>n •hh 
Yl'"1uch the Federal Oo\'emment is not J:trilnarUy oonctrned · bul 
unlet~~~ New York Jaw permits the auaehment ot 1ucb an i;11er· 
C!l~ lt. il our comentjon thAt there i.s no otlitr inlmllt In t11e 
bloclu.'d proJ)erty whjeb may lawfully be at.tacht!d urltlcr cxb~ 
Inc (recainc control Qt(ler1 and regul.ation.s. 

The f'ederal conct:m ia tha' the effcc~ U any o( the au.ch· 
mtnl be iu complete wbordination to the Fcd~ral control 
om the a~~eu: iovoh·ed. lf that pua.mounl conLrol be un· 
i.mpt.i.rtd. any useful effect or lhe at~t. wh.ieh the Court 
belt pmnillible ul"ldtt New York Satut~ wbetbn' u a bub 
(or jurildirtion or otb~. is outside the 1C0Pt or the Umi· 
l&tioN ot lbo Fodera~ r....,. ruodo kciolo<ion. 

Of ~ ;, olooold bo olaned lhat ........ lbo 11•ilocl 
Sl&,.. ""' ,,. -. .,.. putieo 10 Ibis tit..... -. 
ln.ciT, any d~tioo ol thisorlil:eli1icotion tbould be -cod 
u without prtjudioe co the control of the. Uni~ St&t.et IDd 
Jtt.offiotf1c O\'er ~e. hioeJ::t<l Uleta involved. aod without. prtJ• 
u<:hoe &o the ldmlnJttrauon of lhe foreign lunda ln .... 

The foUowina portion of the Br;et iA otrcrt'd., a euptJon 
that. the oourta of lhe State or New York do b.avt juritcUct.lon 
t~ litJ~t.o by ~~taehmcnt O! bloclr.cd JWOJM!rliea the riW.tt and 
ha.blllll('l or lm.gtt.nt" eonmttnt v.•itb tbe adminitltltlon by 
tJ1e Federal Govenm~ent. of the fretUng c:ontrollt.wt. 

A. The S«retarr of the Trtu:ury hu authorized U1t &tltdl• 
men\ In this C'Uf', nbjKt to tht coatiaM4 utrdM: of the 
frttlln.c toftlrol powt.rs 

.Jo'rom the very i.nctp..._ ol lrtuins eonttollitlptl\1. prior 
&O commtnein& attadunmt ad.ioDS apUill fundt bdon.cin1 
lo blodt<d nolionab, bavo nq-..1 lbo S....o.ory ol lbo 
Treuury to l.ietnlt a lnlt!fer to W thnil b)' at~awa.L 
Ia .U thole ner:s. runttinl into tlte h1Ullllmll.. t.be TrtMury 
J>tpu\mt'nt has tatm a ~~ pomioa. The "J'rtMury 
~nt tw autboriat.d Lbt brin.&Jol of u au..Oment 
attion. UO'tlfe\w, lhe Ttu.sury Deputmmt hM 110t I~ 
a tranlfer of the blocked fundi to l.heshuil prior to judcmenL 

J n m:ponte to ~~lf that alietnte: be ieeutd \0 l.ranal« Woe 
attAChed funds prior 1.0 judgmtnt.. the TrtUUry Dt1wt.mtn~ 
ha.t, in p:rattice, madeattatemento.f the followina naturt: 

Under Exee\11 i \'e Ordrr No. 8389, u arnendrd, and Lhe 
Rt&ulation• jy ued thereunder, 110 IUtmp~ il n~o~de to 
limi\. the bduginc of suits in the courll o( the United 
StMN or or a.ny or the S"tea. HCI•·ever, ahould you 
~eeure a judgmen~ against out of the parlin rtftrred t.o 
In )'1>Ut letter, ••hith it a country covtred by \he Order, 
or a national thtmOr, alieel..e woukl han to be teeuttd 
before payment could be m.dt from aecount.t lA t.nkin1 
il\edtutionawilhin tU Uni\edSLatttin lbe o.ameof II.ICb 
eoun uy Ot n.aOonal. 

From t.he ttta or the a&a.\tmltt:lt. il may be ciHtlr tetO &hal 
lbo S«ftiOIY or lbo n-y .,.thoriood lbo briiiCio& ol .. 
ol ..... mtDt ll<llao. H....-, lbo n-uty ~·did 

• 
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oot a.uthorile \.bec:rusion tbutOy of anr in &met. with rMI*'­
\0 b*ked &Meta wiUc:b the bloeked natiooal eou\d not. have 
volu.nu.rily t'OI\ferored without. Trt:uur7 Uernee. Tba.l it. the 
Treaaury 0tpu1ment. hu prt':8U''ed for future C!OI~&tion 
lhe qu8tion ••he-tber a l ioeme would be P\·en to perffiCt. lobe 
plalntllft claht\1 with r~r~eet to the bloell:ed ueeu. 

M()ffi)\'et, it •n,_y be aeen that tbe atlMhment. action in tho 
ln1ta.nltW ••u fully authorized by the Trtuury _l}tJ)Irtment.. 
On June t.f, tO•U, the foUowing letter waa ecnl by ~lr. D. W, 
Bell. Acdn11 S«retatY o( the Treasury: ' 

TII&~URY 0£PAil'r'MUT, 
Wothir•Qton, Juttfl 14, ID41. 

R.: Com~ni.&rio" {or Poli•h Rdie{, Ud. v, 8a"CG N(Jio 
t•le A RomaniA o..u s~: Ref~ ie m.de to your conference on 

June ~ lOU, with represmtalivm of thil Dtpartmtnl 
relative &O the aboneutand Exerutive Order No. 83SD, .. .....-. 

Thil will «lftfi.rm the advft fW11iibtd to you at tuth 
eonf~ tbaa. in admini5teri.ft& £xecuth-e Orcl« No. 
8380,u.,-.ud lhe<qUI&tiont ;..u.dth.,.onder, 
the 1"mYY.ary J.)ep&rtmmt does oot. atttm.pt. to Umit. the 
brindn& of auitl in lhe eouru of the Umkd State., 0t of 
a.ny of lhe a:&atea. Ho•'e'~, in no event. may any Pll>''" 
men&. be made from any bJockcd account. aJrec:t.ed by 
a:uch Executl~ Order except pursuant to a liotnte au· 
thorilin& aueh action. 

Very ttu1y yours. 
D. IV. Dt~.t., 

Actinq Surtt4r~ o/ tile Tretu,..t'fl. 
Mr.J•NVM ZouroWSJtJ. 

Ji'ttjoJtciol COII~tMllor to tlte Poli4A Embo.IJI, 
14 Wall Suul, N.,. York, N. Y. 

'T\11 ,a.l•ll• o....,....t .. m .... td) 11.1• 1104. twlnc tllW Ntt« to tlwJ •tt••• ot ... lowft' _,.. ud tlt!W 1• _ .. tW 1,....,..t IMI tlwJ 
,__,., Otpr.rc-.c.., ·~ •t~ ~·..u-. , .. ......, 
fHfb ~ .... ...,. ...... ,......... ~ .. *'dUI- ... . ,~ 
..... ,. lillld., • ._.,... ... ~ Dtpt...-... ........ .. 

... tlllt ··~- ftllot ....._- &Mdlir--- ...... eM 

......... $ ?C'Q.t dllir .. IW!Id:et~. 

Tho ,.,_..,. l><portmen• bod .,....;o..ly ....,iod a -
applied for by the plaiatif alter the «~lllmt'nCit'mleo&. of the 
att.arhmtnttuiL beeaute it, ..-as an application Wt pmnjt fundi 
to be PAkt to the abtrllf out or the blod:td a«ounll wh'M 
had betn &UM'hed. The l"efu!J&I of the TrtaMuy Dc!JMtnttn 
to grt.nl lt~ch • Ucm.ee 'KU. or OOUf'!lt, in J(IO()riJan()C! with h• 
policy In all eall8 of thit: nature. The 'l"ttuury Dep~rtmtnt 
ffiiCJ'\'ed for hahu-e oon!ideration the queetion ••hether PAY· 
n~nt 1hould be rnado from the derendant'e blocked aoocxmt. 
fi)' thO letter O( June 14, hOWt\'et, the 1'reaaul)' l'>eJliU\U)tflt 
cltarly dluipatod a.ny errooeous iml'n:M~l that mi&ht. have 
bet.n etta ted by the denial of the applieatjoo f« a littnec to 
mak• paymtrtt to the thefitr, and d('AI'ly authorbalthe btin~e· 
ln1 of the auathment action u &Uch. eo Ions u oo pt.ymen\1 
· ·ere made from the blocbd aecoun\8 and 8lt ~on, u 1M) m. 
tttNlt wu-e nnted or trans~'~ in ('OILI!it\ Wlth Senion 
6 (b) or lhe Tradm« with the enemy Art. M ~. and 
the Order, tfCU .. Iionst mlin~ ek.., i!sued lhtmaMer • 

Sttdon 4 of GeMral Ruli:ft& Xo. 12 prov1det • tollcrwJ: 
<•> Any uam!er affe<ud by U.. On!« udl« 

t.hil ~ nilin' and in\-ol,"fd in. or uiNnE out ol. 
any art.ion or proceed~ m a.ny Cour1 ... thiD the 
United ~ta.tes ashall. eo far u aJJ«ted b)• tlle Order 
and/or this ~wnl ntlinr;. llt' ,·alid and mfOI"t'ftbbe 
for tbo pu rpote of dctf!I'Dlit• in~ foe the partkt to the 
act~n cw J)tOOef'(iiug lhe right4 And Uabilitire thtrdn 
litil•t«<: J)I'Ovided. ho•'e\'tt, 1hat no attachment, 
judamcnt, deert.'e, lien, execution, prnisbmr-nt, or ~tbrr 
judic it~ l proces5 shall eonfer or create a ptattr nght, 
I>Ower, or J)ri\•ilege wi1h .upcc:l. to, or intere-et In, ILI\)1 
J)ropert.y in 1L blocked ~LCeount thlln the owner of ·~h 
prope:rt.y could create or confc~ by \:oluJitat)' aet. pnor 
to the iuuanee of an appropnate Utto!t. 

h wlU be teen tbat the abo\-e-quoted provleiooclt of .ectioo 4 
of Gen«al Ruli.nc No. 12 are buc. a formal at.a1emm~ or lht 
poeition which the ~ Depe.rtmeot. hal amuattn\ly 
tobA .. ...... _.,- 'I'M~ Dtpat ..... l ..... 

hod .. - .. limit the briJ>cioc olouito .. tho ....... ol .... 
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UoiiOd Slat<o or ol th• ..-.1- proridod that no.,...,.. 
inttrttt wu uuttd by virtue of a.nyauuhmtnt proceed inc or 
jud~t obtained pursuant. thereto than the owner of 1uch 
blocbd actOU-nt rouJd b.ne voluntarily eonft:rrtd punuant. \0 

tht frte~i.nc control. ln thi5 ••Y theJ;reuury Des-rtmtn\ wu 
in a potitioo to I)Oltpone until aftt:r j\!Ugme.nt wu obtained the 
do\tfminalion to grant or deny a liecnee to trantfer the blocktd 
IIMI!t.e or any lnlert~~t thttdn. The adjudicAial faelf and the 
JudtJfiellt. rendcrt'd in the ease may well be rtlevant. to ti1C1 
Trta1ury't eonaidt':rAiion o( the frc.eaJng control ap)llie.ndon. 

U. So far"' tort lgn fundf control i$eon«rntd thtren~n be an 
aHuhable lntttUI under New York l11.w with n!li"pft<t to I he 
blodtd Ulloetl of tht Ba.nk of Rtunani.a undtr the Treuury 
auHtGrlutlon 

lmplirit. in the authoritation of 1he Sett-etary of the~ 'Treuury 
and"'~ .. ,rorth ia -pb• ofC...,..J Rulinc S o. l2 
il the provioioa that •any uandtt alfo.IOd by the Orcltt 
M4/or • • • ( tJae) J:tl'ltf'*l ruliq and itwoh'td in • • • 
al\1 ac:hon • • • in a.Qf C'OUr\ • • • thall10 far N a(· 
r .. tocl by tho Onfer and or this C.....J Rulinc. be vaiKI and 
... r-Io ror tho pu._ o1 determlni"' • • • the rif/>la 
anclliabUatin t.btrtift lit ... I«!; provided. however, th.at no at. 
tl(:hnlltftt, iudsmen~ • • • or otbtr judic:ial Pf'OC'HIIhall 
tOitltr • • • a greater right • • • -.·ith rHJXCUO • • • 

any proptrty in a blocked account than the owner of tueh 
proptr\y eould crtate or eonft:r by \'Oluntary a.c~ JJrior to the 
lMuance of an appropriate )jeeiR." The Go\'trnllltllt. bC"lievtt 
that. a11 attachment under the$e eireumstanee~~ i11 valid under 
the Jaw• of New York. 

In our complex economic systtm, all pouible aHributet of 
o•·ntnhip in rtt]>eel Co any pkce o( p:roptrty ~tote f~uently 
not 4lODOf:fltrat.ed at ooe and the .same time in one individuaL 
Put.ieularty it thia true .-hen the property in queedon, u 
btre. l'CIOiitted or a larJe debt. o•inc by a bank within thil 
C'lOCUIII')' to ano\bf:r i:uk. iocorporated and doin1 buline. iA 
• ,....., _,..,., ,. dopooi<ooy bank nUct>t ba\'0 ,_ 

1lme to Ume conaidcnble: rip~ it.!tU ia 10th u a«JDUUl~ for 
ouiol&ndi01 lot..,. ol cndi~ loon>, and ..no., r1w-. and 
olhtr ptrton~ mipt ha'ft rishta apirtll the accoonL SuM a 
type: of property may in (art be compo-ed of a bundle of 
ri&hil of dJft'ere.nt penona, JOint of whom n'lly, u a mautr 
of Jaw, have Ftlttr though di1fe~cu rigbt.t \ban lhe penoo 
detignaWd by law u the "OW1~." The cou.rtl and lesitla.· 
turtt have frequently bee11 c.al1ed upon \0 determine how 
much or tile full righ' of ownmhip is requirtd to be \'Cited In 
Alld txerd.-ble by U1c dcleodant tha\. he may be Mid, u a 
mMter of law, to have or not. to havt an attlthab~ inlffttt 
in 4 ot:rtain piece of propen.y in "''llit:h he rttAin.t eenaln 
aUribute~ of o'mer'!hip. The defendaJU•apptUanL hM re­
\•ie•'td at leut 10me of the criteria ttL. up and u.M from ti.mt 
co tUne by the oourte to de1.mni.ne •·hat is an attada.llble 
inttn'Jit.. 

nr.a. ....... ~ taun... ~ 

The dtftnda.nt-appellant cites thuue of p,ttJNJc w. CA.,.,. 
8-"'9 M tlol Co .• ( ht 0opt.. 1927). 221 App. 0... $511, 231 
N. Y. Supp. G"JG. for lbe ~lion ru.ted en pap 20 •tM 
proptrty or interut to be rttebtd on nemtion h'Wft be Lhe 
tame N that re.athed by att:adu:ntnt." At tht ume the tMt 

WM dtekJtd, lhe lanpge of Stttion 912 or the Civil Pracdt'lf 
Act. tttmed toeupport. tueh a test or aiterioD, for the lan~c:uap 
then dirtcted the Mttifl' tO exteute the warrant "by Jevyln• 
upon 10 much of the (l(:t801lal and real property or the defend· 
ant, within hill ~unty, not t:"empt. from Jevy •00 aale by virtue 
or an t:Xetullon • • •." Howe\'ct, neilhtr at. that tlnW~ 
rlOr now 11 • eh<* in ac:tic)n aubj«ltt to levy and u le by \•irtue or 
cxoouLion. Ca.tr'oli~ v. Ouara.ntu Tfllll Co., (HtlO) 220 N. Y. 
74, 121 N, &. 000. This anomaly lonA exilted in the lA•'I or 
New York but. '111118 not. followed for many yeart ai11ee deb16 
ba\•e Jona a:inoc been r~ilt'd as a.n auachable inw· 
t~~t.. Thia Jansuagc •·u 6nally ((lf'Tt(ted. and it •·1.11 be 
nokd 11 omi«td (rom thai portioo of $eettoft 912 •hkh Ia 
quoted by dtfendani4PIM!Uant on pace 21 of ita btW. In 
rtftrrina ~ tbe atladt.a.biliiY o1 a bank l(!(li)UnS. on ~ ». 
tho c~or....t........,.,.u.n• a1oo o~>o<n..., "It;. r.-.w <bat 
a levy ol at--t, to be ntid. m"" lin tho _,. -
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dominion or tOnttol O\W the rn lentd upon.'" A dtb\ •him 
hu no\ betn att.ldl«< i! noc. $tdfident 10 1ive a cour\ Nt '"' 
ju.Ndktion. Ho11~to "· SltdMtUt, ( 1921 ) 230 N. Y. 8215, 130 
N. F..*· So a bank a«<Uilt is neither a rtt nor it it. property 
•ub}eec. w levy or ta.le by virtue of txee.ution but h if al~habk 
This IPI>ILrtnl confution of language and kleu RrVtl to empb ... 
tl..e the hw:t that neither the eotrru nor legitlahtret havolald 
down ILIIY hftld llnd fast rule or definhiofl but rather that they 
have 110ught.nn Mtn•;er to the qui.'&tion "\VI1a~ I! an at~hl\ble 
lntCf"eeltf'' in tl•e light of oil t.he (acta. 

Auother crltt!rioll ec~ up by the ddendanHtJ>[M'Ilant. it tha~ 
the l)t'Opertr muet. be definitely payable. The defendan'-"'ftP" 
peUa .. ut't aocount in the Chase &uk •tas a demand (ltpoeit 
•ocount., the obliptioo of the Ol&!ll' Bank 10 the ltumanlah 
bank reJlWilf!d unehan~-to PlY upon dt~ fl dt,JtOMd. But. 
thor nwnhtl ol tlw tlc-•wutd ha! been (han~ by the &xeeut.ive 
Ordtr to mean demand when aoeomJ*'ied by a ~f)' 
1~ T'b.a.t t.M: mooey ebould be payable on dt!mand, or 
.,_., bo .......t;.t.ty U'an!fmble on .t.m.nd, lor lhmo 10 
bt a ~abel anaduntnt. i$ not requiml eithtt' under the ttatute 
or tM OMf. Subdivi!ion S o£$eetioa 916olt.he Oval Pt.c1ke 
Ml proYidal that '"• ,jpt or interttt. ~nt ot futu~.lO or in 
any of the Jli"'pnl)' or estate o( a ~ ptrtOn, whith may 
bt1on~t to the de.ftndant and •'bjeb I.'Ollld be lq.ally IMiptd by 
hiro" ill &Uatbable, and by aubdh'ilioo 6, the ume ia true of 
1ut'h Jnterttt t~~•hieh rould be ltp.lly J$!igned, rtltNe<l, or 
alienated in any other property or fund hcld or t'OJ'Ilrolltd by 
lillY lidudary by whatever uame de«:rib«l. It. will be obterved 
that.. In Stetion 016, to avoid the uee o£ illy 011e (:rilerlon, the 
1tatulo provide., M indicated, more than onco. Thi11 i&Mt obvl· 
out ludlcaliou thnt atty right. whitb tl1e deft'ndant.-appc.llant. 
had, vn.luable to h., could br attached, whelhtr or not Juth 
fN'OJ>ert.y Ot iuttrttl. wu ()lf'e!lently payablf'. Thut, it. hu b«u 
ht:ld lhat opcewl\ Or future eo11tingent inU'I't:t\1 in rtthy or 
J>ertOOalty are 1ubjtet. to the el.a.im!. of e:rt'dit.on and are autdl· 
obi•. NotioMI Pori: &nk v. BilliAQt, (Ill Dept., 1911 ) 144 
App, Div, 536. 12$1 N. Y. Supp. 846, a6'd "it.hou-. opinion, 
(1011) 203N. Y.5S6, 96 N. &.1122; Ftui«v.Forl«, (Sup. C.. 

1020) 1.34Mloo.275,230N. Y.S..pp.230; to,.s.., y U~•, 
Eflol•, (Surr. Cl, 192$) 12$ M;,. 3$7, 211 N. Y. S.pp. 635: 
Colloloo v. Porte., (In Dtpl., 1910) 138 App. Div. 849, 123 
N. Y. Supp. 3<3. 
Th~ def~~t-apptl.l.a.nt then u:ses ano~ erittrioo-\hat 

of &tlt'IJ'abdaty-&od label$ !.he ddendant't hlt.erett unwlan· 
able e.nd therefore u.nalta<:htblc (de!endant·appeiiAJat't brief 
pn.ge 30) i alao page 13, "The dclendaot'1 eootention il that th~ 
l!."'xeeutive Order bN im.•nobilized this tide againtt aa.ignmen~ 
whcthtr volunt.au·y or itwoluntary"'; a.leo p~~.ge 1• 1.0 the Mme 
eO' oct. ln makl.ng thi& argument llle dcfeod..ua\-.appellant la 
f~ to tAke an even narrowtr ''icw, for hit .VIlUJOMt muet 
inherently be lhat. ~nahility must be tot.ally unt.rammtJed, 
1nd the requlremtrat. tha-. defendant.--a.ppelluu lfeure a~ 
ury Jkt:ue to make aa a¥i&nment.to dt'pri\'ft the dtft:Dda.nt o1 
property, that. a•agnahiHty J)UJ'IUlJlt LOa lion. ia tomtbow 
not .. iln&bili17. 

Tho dd•odant .. ppollan•.,.. aad bu oddueod...,. .,...._ 
VM «M.lrW ba'-e buecl t.htir cltci.9ou a:poa the abdatr of a 
dtftadant. to uup. This.. it is admiutd, is a. mwrion wllidl 
hat beto frequently aed. h seems dear, ho.-tvtr, that n Ia 
not a t.W1'tfal ooe and olbtr C'OWU in teebrlc ~ dt6ee what 

property ricbta may- be a.uacbed ba'-e deeided lhalaa a.ttadt-· 
able intereet UJated even wbtn the pr0pert1 CIOUid be alliped 
onf¥ • ith a Ueenee (rom !CllDe06e or ptfha.,. nOt liillticDed at all. 
1/ifgiM '1, AlcConntll, ( 1892) 130 N. Y. 482, 29 N. £. Q78; Itt rc 
Tr4t11C'tH•lale,(Surr.Cl.; 1936) 150lliae.S22.288N. Y.Supp. 
028. 

In /Jiftqittt v. MeColt,.(!ll, the i(l&ue wu prttten~ •'hethcr 
the lntt'.rt'lt of a comJitional ve•Kiee in a rontrtel. for the pur· 
chaAe or laud wu atlacltablc.. The vendt•e had made ptrtlal 
f>"YHlent4, was entitled to (lO!!!"t'Mion and to Gbtain fu ll tit~ 
UJ)OI1 C!OmpletJon of the pa}'Jnertta. The pro\'Wona of tlle oon· 
trKt. forbade the ''endee rrom assi.a,ninc the roolr&et without 
the oonltllt of the. ''tndor. 
~ eou.rt hf:kl tha1 the intc'ftjtor the ,.endee • ·aa an •l)nt.tf. 

etl in rttJ pt"'P51y"' and was att.acbble &nd that bit ricbt 1.0 
il ion a.od hls right to A~tquire title •·ere ,·atu&ble ricb'­
-ble o1 ._,. att><~Kd. 'The-' lunh« ruled thai, U: 

Regraded Unclassified



though bia intert'tt .,., not &tllipable withour. tbe oon~~ent. of 
the \'endort, it ""as, ncvtrthtl*" at taehable. The eour&. wd: 

• • • The~ art! valid reMOnt why an auAebmt:r11. 
mould reac:b the inttrttt or" holder or a. contract. ror 
the purch.a!le or land. lie may be a nonre!ideot., and 
nn-er come within the ltatt 10 that personal eervioe 
e&ft be made upon him. r n ~ na the ~~ 
·~t whieh mue:t J)I"K'tde a Judr;menL creddon 
~ canDOl be oblaintd. But, if hie intereet nn be 
atiltd u~ auaehment~ jun.littioa of that int«HL 
e&D be obtaiMd. and i" nn be d~ of to atidy 
the doiDf'.St it creditor. Code Ch•il Proe. I 107. The 
reuons .. hkh withdraw che inttreti in Question from 
the bindin« foroe or a judlftlent. and execution are 
teebniea.J and the rtlaxation or the nile in the c:ue o( 
attac:hrn~nta 8eeln5 to be in tlte hHtre~t. of JJUbetanU&1 
jll!"t.ioe. Tbc leuer of IC<!tion 64.5 pt'ruUte lhis atlath· 
ment. Oth<!r prov!fiont thow 1.he policy of the law 
t.o be to extend tbt ICOpt or thit rtlnedy. It. ean acarce­
Jy be doubted that .-hen the lriUI'III!ft of section 645 
tm~ the word.s, "'any inttrNl in real propu-ly," to 
indicate what wu at!Mhab&t, thit peeuliat intere~t 
- had ..._t tho ., ... , ... ol tho """" and l<c­
islatme was~; and, d •·e ~ tha" i" wu 
~ it woukt tuJI rtmain to be held thAt, if it had 
betA oonsidered. the lan~a~o of the eeetion would h&\'e 
bec:o difJ<!rmt.. 

This provil!ion (lhe l"ohibhlon against mignmc.nt 
without tl1o conAtn~ of the vendors] ooncedt* the alien­
ablcquality of the Jnttrett, and 1>tovidet by the periKmtl 
eon mant o( the \'endte apinJt i'-

R.ighta: more nebuloua than thole involved in th.m cue h.ave 
been be(ore the eouru in IJW))' Ca.te~ and there hu bttn no 
di&uhy m tayinc that the. anathmtrn could in fttl be: &e:ried 
wbawru may be the uh.t.matt: ruult. Thus, in HOMillo" Y. 

Dn>,o, (191!11) 2U N. Y. 404. 160 N. &. •96. • 117, tho court had 

be-fore it a Qutttion involvina prlntlplN entl01;out to tboee 
or auaehmenL The eourt taid: 

• • • There is no requlrenwmt d1a~ the inrome be 
dut at the timt the ordtr it made IJid the em:utio" 
ltt\'ed. 1t it tnou1h thhtr thM it wiD bteorne due in 
the future from the lnti1H: to tht m.toj que trw:l. or 
that it n:lay beromt todut, II e'ftl' the day of paymtt~l 
anh~ ~lim of tht tltftdon a11Mhes. The mtm­
tioa of the LfsiNaturt wuto ntted dw «ope and f&rl 
o! an exen~tioD u h h.d Uwrtcofore txkttd. 

In analo&OtJs eues. the t"OUrt llu rou1MI or 1ta1fd 1~1 an 
interen is attath-.ble C\'rn thou~th tht ,-.Jue of tha~ in1mst 
depended upon &ubeequcau Cl\'t:nt• not tllt'n f~; lor 
example. ece: Wanw v. Pt)wrth Ntllio,wl 8o11l:, (ISS9) 116 
N. \'. 251,22 N. E. 172 h•letlgor'•lntem'l in J)ledgcd Jlii"OIIC'rly 
ilt a ttachable); Cltmf1,.tl \',l)oblln, (Itt Dcpl., ID24) 200 '' PI,. 
Oiv, 208, 204 N. Y. Sup]l, <&13, f18'tl t.'oitboot opi11i0ll, (1924) 
239 N.Y. S26. 1<17 K £.ISO (e<allity of rfllcmptiolt htld ntt4oC'b· 
able) ; Du:nlop , •. Pnllt"tiOft l '1rr In Co., (1518) i" iS. Y. 1-&:; 
( boldine property U. twCtw/1o lrvu auuhable). 

f'actd with thtM: vvioue and riO\ wholly ~tcut tt:tll in 
anl'"'tr to the- qUtttion of what • aa auathable Uu~. tht 
dtftoclant-appdlanL bat ~• a ""' ~- n;, hr.,.& 
fli.lpo.itit-e do~~tiaiort , and tcM~IItnch 1bat un" the Court nu• 
J«Ure 4itpolilit--t do~ni•lOft O\'tr liOflltthinc, ~ iJ nothin~ 
to a1taeb. It ta dil!&cuh, bo•'M""tl', to • in •hat nlMntr • 
court. bu a di.rporilit~ dCJ~tmtiort O\'fr C'Ofttirt.gtnt, f'Ofw:litianal, 
or fut-ure jutem;ta "''hkh, •• pointed out In the to.tl'$ abO\'e 
cl tOO~ may, by ex-tnlneoua dre\II~Klati(.IC!tl, bttotne lm \'lluable 
or disaJ)pear t~hogetJ•er: miL,)' ultimately inure to the bene· 
fh or some person othtr tJ1au d1e dtrend.a.nt. The court h.u 
di,-polili"" dominitm 0\'tr "haL the defendant couJd do. or 
miPt be able 10 do. dtptndina \lpon unf0f'f'5etft future Cl"ff!U. 
DlqorititJt do ... inion is thUJ but aJIOth-ef 1oudu1ooe; aliCMtt 
definition oc lest for what • at&Mhablt. • 1hest tull ~ aU 

•n.. .,...........,..... Mf'W llllf' .......... ~~ ...... 
,_~ .. ..._..., .... __.., ~ .. ) ., . •UJ:tl • t\. "- nl. 

ft Itt hw llllll .. U. ,.,_..,.- IIIII.,..,. ...,. ....,.,. diM t!hn:l .. ........ ., ,....,. "'. _,_ ... ~ .,......., ... ., .. -~ 
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~ 

u.efu) and C*ll .. be~ in it.l -proper ..... to llituationt 
lib, or oimi)ar co, .- wbida ..... bote pooriouoly bolcn 

u..couno. d-·"·· Court~, however, a~ evtt ~tit~~: new an .,_. ........ . ~ 

of propeny righte and no one t.ctt wbieb h~~n u!led m Lhe 
pe.r~- can be rdJed upon at an t•optn M~~~.me •t.o the proble:mt 
o1 the fuluM. }Jere wordt llbou.ld oot be penniu.ed to GOn~ 

,_ cho- Ia< io .U ol chooe _., ....,. and JicJ. 
pnta h.a\·t.oqbl an aniWtf u t.o whether ot DOl a putio.t1ar 
intttft.t pmenlly before the court is attath&ble in the Iicht 

or all the factt and publio policy. 'ne ooneept of &ttaebable 

tnterflltl hM tteadib' widenM since the attachment. LAw boo 
came ineorporated ln 1he Code of New York S'*te. 'T'hll 
;, ;u,.,.C«< by ..,.,., odoliliono pormlnl•c I1J>OO ol _. 
trt1' so bt a1.Liebcd wbidll Wl'ft'e no~. ~ at~ 

and by dc!dsiooa of the tOUrta •.h~ have rontin,.....tly lib­

trali&ed t11c munint: of the pi'OY"I$JORI already wnUtn. In 

lbe rtcc":nt revisions or UHO and 1041, thlt teo:ndeocy Ia obv~­

OUL Jn S«doo 910 or the CMl Pnetice Act. the ahtritr .. 
aow di:rtded OOl only 10 k~p a!e)y • mueh of the propniJ, 

., .... tormert,r &he utt. but abo to keep any "'in\«fflt 

l t .. ld -~bo~.tllal tllf t.kUottllt ~~._, ....... 

Uoll.lp 10 ll!OM Ill tile prtoW~~i f'Uf. I a thl! l'rfflro~ (UP. tiM! _....1:1 et 
_...,. fill 1.rvpl'ltf u a f'OIIIItlt ... ~~ •• tbt ·~us.,tao. of Ia ,.... 

)lt'Wkt ... ••• ............. !Mft ... '8IIIIJ« tM ta<"lJJ ot I.M.I Cll• tlMt ~fllll6,. 

_ ...................... 1 .... ~-· .. ,._,.. ..... . 

---a.~ .... , ........ ~ ..... ,.. ..... ..... ... ,......... .....,ftWIII., __,.., .... "" ................... C1 ... 

at 1':& I• tM ..,._... 8fiiJ • .udl ....,. nlllh ,., lloldblil .U.t t"'""' '­
DO fll ,_ jlll'l .. lctlo)ll. ~1 liNt._ .olltw WI_. "'"' f .. t WOO.W ..... 

l.- fi•~W~ N4 tbt ~J ot tilt N .. ua.•• &nk vt L1'f0Uinla -' •• -n.e ..,.......t .. ~ .. 1"-7 U.t ~ 8AI ...... "'"""'""'- "' 
.............. ,_ __ ._.~ .... ,....,.. ....... .,-~ • ...w 
........... ...... ~ ... Korw1'.rii:ID~ ~Tedtanl......,.,.. 

ML f«t-. ofJl, ~; 

""''1w ~ ,..rt.u.u .... poWft' ........... .,,.... ... t•""'" 
ffCIII• 1M vlbtr tfpl ftlltS.. .. ~- for _.. MIUidoll wiM!IMr or 

p0e to"~ ft'41eot I• or cOul4 '- d•irnt'oO. alld -odl • ••nUOao aun .. ,,, 

""' twft or • llllll JUlie~ • • •" fllaJk!t .,....,tW.l 
C/. ou o..-. ,..,..., c..'· c I I fl( 1.--t ...... . .... 

mo.a.nt.m:~ .. ,..,..._,..,_oa. ,..,_, n lt. 1'. ttl. 

·~ 
therein wilbln bit county, wb.lecl to attathmeat." Within 
the ~&me llld.ioa • paracraph ..... .dded to i~ \bt u .. u.cm-..- ........... pol1iacW ,._.,, .,..._, 

ia which the ddtnd&nt hu an inttteft wbied to auaehmet~t." 

The priviltp wta pn\ed in Section 91$-.& 1.0 atvy an a.uadl. 
ment. upon the iu~.erttt. of \he defencWn. In a pu1.oenbiJ>, 
wMch heretofore probably wu llOL an au.acbablt ll'lt.ereM. 

The --lp npu io -i&o ponnmhip pooperty .,. 

DOt ac.&aeh.ablt but .. bjee&. to a~ ordtr. (N. Y. Pan.. 

amhip Law,-$1,aubd. 2 (o); 64). 
The plain til it thUI forced to~ the rtlationabip of 

\he Ruma.nian bank and it.t btnlt aec:o.anta to a apendthrU~ 

truet.. one of !.he few property lnwata still pro\ecttd by the 

eour1.1 .Wt. at~Miu:Deht on the jp'OtiDd that the ...,.,... en· 

tilled to lbe bntfil De'\'ft' Jaad lAd bl!'\'t't will laaW<e .. , ~ 

my" and lh.at the ll'U5l-... .. , up in ordu ~" \hat lituadoo 

oould exit~in other .,.~public poliq.• 
Reviewin& tM hi~tory. the d«ided CMN, and the obviou• 

kndenciel in both, ooe may •urn up the auhude ln reprd to 

what. il an attachab)e i:nttr81- i.n property u h. hu bHCl til· 

pc.-1 io "'"''" by clle .._...,,.... and -. by cho 
COW'Ut that any proptr\:1 itutA~tl is at~ ulreM there 

apptar to be ov~rwhtlminc and rootroUin.c ~why il 

abould not be 10." No sueh overwhclrnins or controlling rta• 
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ION htre a,ppear. The N'atioaal Bank ol Rumania h.at prop. 
m:y whJun the juriedietion.. It ha. not been divated ol all 
Itt prOptrty rif:hta. In faet, its intemu tOO.y in the blotked 
a.ete an ~rb1J)ll by (ar the mQit valuable of 1ll the lnt~tl 
In tt~th 1..eta. Tbit property has not been eonfi~tated by the 
Oovtrnn~nl. The National Bank of Rumania it prohibited 
from txerri@irlg po!A·mand privilcg~ whieh ()rior 10 the Exeeu. 
tlvf! Order It c;ould excrti&e. With a Trta11ury llctniM! It tan 
Nlt.rritle every riJ(ht it. formerly exercised. 1'o ml"Ct. thit !Xlhli 
the defendanl•tf)l)ellaut i.5 form) to eontend thll\- the rl~ht 
o( thr o"' ncr of the blOt"kNI M9tt6 to uULke an IPJ)Iieador~ (f)r 11 
li('fllllt if 1101 alrpl ri@:ht but is nothing more than a priviiC"gf, 
ami (dtft-ndftnl-appellaut's brief, pa~ 19) rutipttt u a 
"MNl\ir!ttk-81 ~Uon of won:fs'' plaintiff•rtspondtnt'l (()I~· 
ttt1lion that it tOUid auub the dt'.!endant·appellant'• intffi't:t 
in tht dtpoNt a«''U.rll! subjeet 10 the E:rH"Uth"'f' Ordft'. Thit 
thai'K'Iff'UAI.Nlll'), ~w. ~ 001 O\'trt'Omt d..e fr.c1 that tht 
.,Pt ol tht owner of a bloebd attOUnt to apply for alktnw 
10 mab paymtnt out or SJCh an MCOUn l it a mott tubatanhaJ 
OM, and thal t.wful~ymta\eanbtrudt i( alftnae •panttd 

h • U!-l nol be 0\<wloobd: thai en• in pMcedmt, many 
ardtliN •htn properly lt!td tdd 10 1he ·~lr~ or mankind, 
but unproptrly uM!d art' to its cl.i:Mdwantas~. The pol~ ~tr 
hu ~11J rxtcoded a probibJtion :t~in5.t tran..•rtr or !uth artl· 
c.lct Uctpt by a peNOn licenstCI to hokl am.l to tn.nt(tr thtm, 
ar~d lhtn only to a ptrl!On lieerlo!M!d lo rec'f.ive them. All nar· 
rodct 1!011141 in auch a da!!!ifieation, and so do liQuor licenJtt. 
Yet " li<1uor lk-e.nee which entHlOl be trrmilfeffftl exeeJ•t undrr 
rnoet ttringcnt eonditiOnl I!UjX'fYi.:sed by the governmtnt, Apo 
J>NtllO be an attachable interC*t in this State. See MtNtt'lev 
v. ll'tlz. ( 1001) 166 N. Y. 121. 128. W N. E. 007, OilS. 

Pr«let u.htu of au~bk l•tnftt 

Al&ln!ady indicated. the Government"• po&ition it that an 
attl!thmtrll Attion qaion a national's b~ed at«~Unt tAn no' 
live the attaching creditor l.lly more lhan the national hu 
the po-w ''Oiunt&ril.y to ~h-e the attacbinc tftdjU~r, 

Oa \he pmnile, lMn. t.hat aa attachDWnl actioo CMIIOl be 
Ultd u a meant. ol at~ fna:inc con~ but oaly u a 
mH.Ill of obtainu~ lbac. whicb f~ co.IIOI rould havt 
a.llowed t? be ~tamed by .'·oluntary act whhout. an att..t:b~ 
ment. actron. 1t betomn. unponam, in order to uctrtain 
whel.htr th~ it: an attachable Unert~~t with rftJ*' w the 
b&«ked a.t.a involved, eltarly to vi3ualile the nature of a 
nadonal'•lntereet. in • blockl'<l account. 

Prior to fretting oontrol, the national ha\'ir13 "thlc" to tbe 
IH!OOUtlt blook<!d had certain rightiJ.. J)()~A'Cfl, 111d Jnivil~tt with 
rt'IJ>eet to aueh account. Tflis induded 1he !)OWer to tt ...... on 
4UCh &OOOunt to hia o'-'·u order, the pow-tr to tran•ftr .,1y «aU 
or M•lnt<net. ill a:uch aa:ount 10 A, th~ povfet co trander t D)' 

or all ol hia intereat lO 8, tte. .o\Jttt blod:il~~o the national tan 
uerdte •uth rig:b ta. p01towa, Alld pri-f~ only if at1 thor&IIM 
by the 5ecnl&r)' o( the T'rea.rury. He ~draw 011 IUt'h ac­
toUI'II to hia own order, ean trantf~ any or all of his bttt~Wt 
in JUCh atCOUnt. \0 A. et~ oaly il a.uthcrill'd by ~ SeMwy . 
Ttuu ..n • rtel ~tAR. the (~ a.uol cnl« hal Nt •• to 
&he nahooa.l't normal attributes of otnlf'l'thip or ... a«ocdL. 

11....._ -oo r.....,,_,.., u.. .. 0ooa1 mi&ll• ha"' by 
J*,Ymtnt onJtr Or othtni:ee M!iped &JSY or all ol"• 1ntmtt 
in the eccouut to A. after (renia, c.ootrol any auth purported 
Ulia:nmtnl il ineffecth-e, unless authonud by the S«rewy 
of the TrtMury. Alttr fretz:i:ng roouol any ltK'b purported 
..-ignantnt.rtluhs llK"'t:l.y in the following-.\ j!:tll uontin.p:nt 
lntttMl in the a«aunt, conli11gtnt. upon ll f()IMiition Jltf'('ftJnu. 
namtly, the IUthoriutiotl of the S«rttnry of 1he TN>Mury. 

An A.Migllltltnt by a nalional to A of tht ualklonlll't lnteretl 
ln a biO<'ktd aocouulo dart not di\'est the national or any hi· 
terttt in 1he accouut ami tl~ IIC)t. ''~I any intt:rftlt In lhe 
AOOOunt ifl A, uniCM and untileueh Mtignmcnt it au1horhord 
by th• Tr\"Uury OtparunenL Thit it beeau11e the frttain" 
fOittroJ order hu deprh'td the naliOt••J of the povo·t.r (whhout 
Tre...,ury authori.ution) to \'til any b1tert"t in the IM't'Of.illl in 
A (or a_nyone tile) or 10 dh-n:l bimlsdl of any intf'fftl In &he -·· 

• 
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An at.taeh~Mn~ .ct~n agalnat a nattooal'• blocked aoooun\ 

S. AD attempt ~ obtain an unliotnetd ..&Jnment of the n~ 
Liwal'• iftllnlt La the bloebd tOC!OUftt.-nolhing more and 

....u.c-
IA w. emae, &ht auad.meat adioo mi,ht be reprded ., • 

1nr upon the nauoa.U tOR-tinc,ent power ~i. .'· cont~t 
upon 'I'reaaury aut.horiution) to t.rantfet .U hie ll'ltel'8t ln ~ 
blocked account. to A; any jud~nt In l~e au.e.chment acuon 
,.ultingin givina A acor•Lin.gent intttNt tn lhea.ecount.equiv· 
.lent. to •iltt he would ha,•e obWned by \·olunt.ary uatp. -· The nlue of oudl "" .. ......, io of ....,... prol>l<malleol. 
Wbecbu it il worth- or worth run Y&Jue will deptod upoo 
wbelhtr the uan.ftf' 10utbt is in a«ordatHlt with the Govtrn­
m~t'a policiK in adminittering lretainc control 

Undtt thi& Analytia of what. tbe nature or any auachment. 
action apinst. a b*ked aocount mutt be, in the light of lhe 
purpoett; olftftl:i.l\1 eoo\I'Ol, it is augcsl.ed that an au.aehme.u. 

KWID o1 tAil utwe micbt nU be aUotrtd iD lhe :-iew York 
......... 

The (Jd. that the tentincent interttt invoh·ed in an att.eh· 
~Mot. aetion 1ueh u that. in quNt.i011 &. , • ..u ond uoid unlt'f 

outAon·ud bt~lhc &cretorv of thll Trtattirll Mould not. be re­
a.uded u JRYflllinc aueh oontinaentlnt.erHt.from beina \he 
buit lor an a.u.atbmen\ tttion. An intfl"t!!"t. .-hieb il •vll oftd 
&.'OW ..w. m~ br 1M S«utorr it DOt t.be aame .. an 
iftttftll whicb it allll•N&-"'itf untOndadonalJy. MUJ)' of \he 
lnt.eresta whieb ha\t alnady been the tubjeet o( at\A~mtnt 

h1 the New York courta wtre alto, hom a realiatie point ot 
view, oonditiol\ally null a.nd void. The fundamental iMut~, u 
indated by the detltioN i.n tht New York eourt.a, t. whethrr 
the w~, iuoh·ecl may, upon the bJ.ppen.lrlc of a Cltf't&in 
c.'OIIditiou ripta into. YfS.ttd irll"'""'- u th.ie is pmlible. aod 
thoeeoadition it not* I.UU'nl, tbecou.ru will allow the at~ 
men\ aetion. h il btlievtd that the coodit.ioo that the Stcre­
t.ar.Y o( !.he fuuury may authC)fiJe a tran.fer, if auch ttantfer 

53 

it in aooordanee with the polieies or the F.rrJ Oovtmmtnt 
it not. too unrul a oon<litton. 

1 

. 
The Federal Go\'t'tnmtrH i. ...WOOS 10 ltf!f'p to a minimum 

in\tf'ffftOOt with the IIOf"ID&I rit;hts of lit.i&uu and Ute , .... 
cUtUon ol COW1I lO btu and dtwnrtme ~ ~t wit.J. 
\he mot' e!ecti\'e ptC~~tt;U\ioa by the Oo-rmm.'ltt'lt of lOtal 

war. Applied to the h"tant <'a&e, this mNJ1~ that t.ht Ftd~ll 
00\'ttnrnent. mwt hM·e Ia bands unfetlfll'td in using rreea:lr1a 

eont.rol, tee'Ognis:ina thtt It la d('lli:rab1e t t111 11rivate litipnlll 
bt able to attaeh tOme inttrat .-ith mpe« lo blocktd a.ttl 

i•-•• clarify u..v riPto ond liobititi& 
Tb .... - ._ .... In tloio l!ri<f. The c.mr.-. boo 

lieYCII Wt the inttrUU of pri\·ate btipntl in state ~ 

C'an be ltr,·ed without irHttll!teMf- W'l1h the fffflin~ control 
J)rOIJIUII, However. tliO interest. or the Covt:'fnment ia .-ra· 
mount to the rigbta ol pri\'lte liliJanu Jn thiJ Stld and l!hould 
lhla Coun. be ol the vttw lhat und8- the N4'w York bwllw-rft 
c.ADOl be a ,.alid attadunen.t of the linuttd 1111traa herf'in 
IUQftkd. lbca the Oownul'len matt rth81t1ltltly tab dM 
polition \ha." in 1.he &bttnee: ol forthtr authori:aatioa undtr 
thefl'ftling eonuol, th4'rt (U be no atluhabte inWUt utl(lfot 
New York la•· with rt'IJ)t(l to bloettd M8Clt.11 

QOXCLOSlOII' 

ne Oovtrttmmtl'f'Jp((:tlull_y rtqur~ta *'in adiudicatina 
the nabtt of the SM11iet iD Lbis ~. tM Court lAb~ 
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., dlmlnate .... doub ...... u.~ by .... opinjooo ol .......... 
courll Oft prin(o:iplee; eMtr~tW to tbe eff.ecth-e ad.miniw-atioa 
ot the fortip t ulldl control. 

R8pettfu11y •ubmmed.. 
APitiL 22, 1942. 

l'aANCIO M. Sbil; 
AuidOJfC AttOt'NfV OtND"tJl. 

~UTIIW F. ColtUA, 
United Stalt• A Uor-~tov. 

SIDNJlT J. I<APU.N, 
SptciaJ A..Utar~l to tlte AllOrtiOJI Gc~teral. 

EowAitD n. For..n, JR., 
Ot:Mml Colln~tl, Tr~ Deportmt:rt l . 

BuM .um D&INITIIM. 
A...Wn11l Gc.NUol CawAII!I, Trtu~U"V DtpotUnt-~. 

A ~till. P. Luxrou, 
JooiAR £. l)olloq,Ja.. 

AltorM)If, Trtat~Uy Dt"FI_,.,, 

0/C""-'· 

Poland 

APP&NDIX 

PAftl 

FORJEJO!'C D!CRE!S 

hU•h .Kffe .t JOth N'~ba tilt 

(En&liah translation) 

Decree of the Prftident of the Republic of November 30th 1038 
rtlative to the in\•tlidity of lqal acts of the ocwp)'i~• au: 
lboritito (publiohed in No. 102 or the Journal or Lawo, 
" ""'"' O.C.mb« 2bd, 1939) 
On .......... ,lb or AIUde 79, ~ 2 of the Law or tht 

Conotitutloo I bmby d«fto as roUo ... : 
Amcu l. • • • all atplxsa and met.MJttt of the au· 

lborilloo occut>Yinl the ..m...,. or the Polith s .... .,. otdl 
ood ..... ia-wilbthe---oltheF-~ 
Conffftn('!l of 1907 rel&tive to tt.e taq and cwt.omt ol t.nd 
.. .n ... irth<!)' ........... boundoolllle ....,.,....,. odmi ...... 
._ ollbeoccupied tari10cy. 

Arli<le 2. ' • • ( I ) alllepl acta ood ._..,.., ol the 
autboril.i8 OCICupyirlc the territcxy ol the Potiah St.ate eoaetm· 
inc tran1ftrtneN. burdeninp.. reduetioDS or liroi'-til>nt uDder 
1ny other name what.oever or the riP.t or owntrthip ol: the 
Stt.~ Exchequer, ~mmune.J unions. State or conunur~aJ enttr· 
prl~N. public inttitutiona and physical or jurldi~J l>ef'IOI" 
tor tho btne6~ of foreign Statee, foreicn nationale or (orei&n 
juridkeJ pertOnl, and a.IJo the tttAblishroont in rtt l l)tolltr\y 
or nationW or loreip Scates under any lt.gal tlt1e what.toeVtr 
are n uJJ t,Dd void. 

(2) nuU and void are alto legal act• and mt'UW'tt or tbt 
aut.boriti• oteu-pyirlc tbe territory ol ~ Potiab St.ate mtta• 
tioned In -pit I ir they ...Wt ln>o> th• applleotjoa or • 
policy ol Datiooal at.ermina.tioD. 

(II) 
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.umcu:l. • • • ( I) nuDudvoidarull ..... acwol 
che autlloritietooeupyinc lhe territorr of the Polilb SL&~ OGD· 

eernin1 ttq:Uf!lttationl, mforced adminitU'alioa or \be intro­
dueUon under any os.ber name of cbanlf* iD the roet.bod of 
admiailttrina and making u.e or the propttty of pcnotll, 
ph)'iieal or juridiral under Poli!b law, ~nd a.t.o all ltpl t.e11 
of t.hote aut.horiiiea eon~ins; cbanget 1.n the oompo1hton of 
Lhe authoritiN of eompa.niee and of the tU.O' tnpged In admln· 
11terlng the intetttta of physical and juridical ptreont. 

(2) If tuch act.l have ~ J)('rrormed on tht~ fr~ propoeal 
of Polllh th.ium.s and in their inttrett, the conferrln1 on aueh 
act~ of ltp.J force wiU Uke plaee throup thtir ~nldon by 
thfl Polith aut.horitiee. 

Amcu 4. • • • oull and void are all legal &eta and 
meuum ta.rritd ou~ by authoriUt. oceupyina the terTi LOry of 
the Pvlioh S~ate o<lativo to the rill> to and poopm1 ol Poliah 
citbtu and Polish juridieal pertCIM who are outllde \be fron· 
...,.. ol Polaod. 

Ama.& $. • • • null a.od ~ &re .U ttpl title~ ae­
qulltd by 001 pil,.;c.l or juridical ponoo ...,._.., 10 aoy _.1 ... rilhta ..... _ ...... the 01lft>&th ""--and 
lfSil ..., ol the .... py;.,g auth.ntioo whieh ha\·e bo<ft de-
dared nuU by thio deeree. Equally ouD ud void .,. all ..... 
tltlea a<>quir<d by .. 1 pllyoi<alor juridi<ol pmiOft •ha_.., 
to any property or right~ w.-ba.t.aotver by meant of ~\I 
or profiLina by tnfonled regula tiona eo far aa lhty atl'eet. objectt 
and richta lnd~ted in the prececlin& articles. 

Ameu. 6. • • • Aett of normal admlnittration of the 
proptrty of another penon, ordered by the occupyinc authorl· 
tiN In war time and 1\'ilhin the Umita of abeoluto n~hy 
and normal exploitation, conducted on the principltt of hon· 
Nty and aood fa.ith , will ~uiro rteOIJ'it.ion by the l)oll1h 
authorititt a.ftef' euminat.ion of Lhe method in which lhe 
•dmlnlltradon or the property or the other pti"'In hu been 
e&rried out.. 

Amcu. 7. • • • null and \'oid ..,.. .U lfcalac\1 1*'· 
ronnec~ by Polioh eiW... unc~e< the c!ir«• or indlree• _.,. 
ol the ooeup1iaaauth.ntito. Th- aeta ~ ba roportod to 
the Polilh authorities fot rqirlra.tioo top1her with \be ~ 

U..IOCI rwtricUooa ol the ;,jund ,..,U... Every to._, 
pal1y hal the rip• to appeal to the"""" to haft - acto 
~·uD. 

A.Jrncu & • • • any Polil!b dti&eD ..rbo of hil OWII tree 
wUI htlpt the ooeupyinaautborititt: to cany ou~ the acl.l i.ncl._ 
eat.ed l.n utielte I to.; wiJJ be liable to imprieonmt'nt up to ten 
)'eArl and to a fine or to the eonti,eation of all hit pro~t1. 

AMT1C:t.11 0. • • • Tbe provi&iont of thiJ deerte apply to 
lc!IAI &ell and mt&aurtlalrcady done or taken by t.be OC'Cupytna 
aut.horlt.lta and alto to all legd Utl and meuutte of thOICIIU· 
thorit.iet eonfticting with the provi.sioos of tbb dmte w•hkh 
may be done or tAken afttr the coming iato rem~ o1 thi• d«fte. 

Aln'let.a 10. • • • This decree bttomta bindJna fro•n 
the day on which ilk published. 

AaT1cu ll. • • • The fxteU\.ioo ol the d«rte • tn· 
tnut<d to the l'l<oide•n ol the CGuoeiJ ol Minut<r~ ud to the 
aJ)pr'OJ)rial.e Minil~ 

W'l.4DTIIL\W RACI&l&WICI. 

~ 0/ l.loc R.,..lk. 
s-

Pruikal•lt.loc C...al •I M....,m. 
(By • ouppl.,_,taryde<reeolllard> 6tb, 1~ • ..,-... iD 
No. 0, o1 the Journal ol La.., An&<n, lJanl> 23nl. 1~, the 
wont. .. and Minister or J ustiee" trtte added betw·Mh the WOrdl 
"l'l<oident or the Councilor~-· .Od Cwenl Sikonl<i"o 
name.) 

N1tbtrluda 

Nf.D!RLANDSOlE STAATSOOIJltAN'T 

Thunday, 30th May 

Oliciol Pubti«Jtiolt of tAt Kingdom of tit~ Nttltttl4r~dl RDUGt 
Dterte 

Wt, WtutiLWUU,. by "'e Crut or God. Queen of the Net.h· 
erland:t. ~or Oran,~r;...,.u,. ec.e.. etc., e~ 

Al tht t'tCOftiJDtndatioo ol Out llirrlsten of Jt11tice. tor the 
Colooioaand lor Forer.n Al!Airsdat<d the 21th May I~ No.I: 

WhwtM h ie expedieal 1.0 tab lllil':MUftt l.o prtytO\ ~ 
- oil• daOtf. obliptiom ud other - Ia -
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..,. to pono"'l'tlidiDI io lho ~of lhe NMborludo. 
_,..;.llr to ,...... in lhe a..Jm ID ~ oholJ be UIOd io 
a •1¥ wb.icb it incompatible with ~e interaw or U,e~ta~ and 
ot \be lnbabha•ua. &I)(( in putic:ulat of tboee who Nlide lD Lhe 
ttrrltorr oocupied by tbe enemy. &tld whereu is. il ~trtlort 
&l«Mal')' to commit. these pc-opertje~and ctebu, obllaadoo.s or 
otbtr chote~ in acWon to lhe charge of '-be State of t.he Ne.\her­
Jandl, 

Uave appro,•ed aod decreed: 

Amcu.l 

(1) Rl&ht.l ar~ing out of debt~, obligAtions and othtr chOMII 
io aedon asaintt peraon~, pa.rtnenhipa, comPAn!ea. firma. in· 
aduu.iom aDd oorporatiol'll beloncin& 10 natural and lta&l 
penorw reUdi~t~ or domiciled in the Kinrdom of the Net.bft.. 
.... indudin& oil daims for lhe dellvt<Y up of ..,. <old 
dtpolitcd, iD 80 f~ at they &l'e in any way Nl)able of' beint 
~O<ofemlbynyol...,;ty, trano!......Sord-.-,s 
cJ • c:J.)l with m uy Other way ouuide the Realm ir• £urop.. 
.,. htrtb7 ftlted m tbe Su~oe or &he Netherla.ndt u ~ ••led by 1be RDyal Ntlherlands' c:o..rnn-o. ..,.....,u, 
noldioa lll>d .....W.C lhtU fuoetiono io London. oubiett 
al•111 to tbt provinoa:e of aclide &. • 

(2) Tbe ~·ioiont of lhe lim ..,..,.ph ollhlo anoele ohaU 
alto be applicable to all elaima rf1W,Itin& from f'OI\6rmed ertdita 
and trom par\icipadon in the c:&pitt.l of/ or lot.n1 \0 J)ltlntr· 
tbipe. C'Ompanitt or firms (whe~tt or not.tueh elalmt.,.. ~ 
trred or e:xP'ftK'd in ttoek or ahare etrt:ilicatet. bonda or other 
doeumr.nt.ll) in eo far u these claima belona c.o natural or lepl 
penon• in the Kingdom or the Netberlinda and in 10 ,.,. M 

thett da.ima are capable or being mortgagtd or Olrettd by way 
of eeourity, nnsfmtd 01" diepoeled of 01' deal t. with ln Any otbtr 
way out~kte the Realm in Europe. 

(3) 'T'be ri&hta of o••nriip accruing to the S\&UI of the 
Netherlandt by ,·i.rtue of the proviliont or the fir1\ t.nd ltC!Oftod 
-ph of !his arllde oball be.,.,.;..., only for lhe pu.,­
of oof~i"' lhe "«J>IO ollhe f..- ownen. 

Ama&2 

( I ) ftlPIO arioioc oo•ol deb.., obllplioMIII>d olher ..,_ 
.,. ldioD .. detcribed iD artide 1 thaD be uempt from voeedq 

li 

lalhoSwoollheNe~ .. _...., .. .,.....~-· 
it it prond ill Lbe maAIIU U prac.ribtd by &rtie&e 3 ~All 0C1 \M; 
l&lh doy ol May, 1g.,o, lhq did btloor to: 

(a) Ne.thtrlanda' tubj«te or ptr10n1 midifll in the Ntt.h.tr· 
landl, or tubjee" of Pcnrofft which are not at war with the 
KJn&dom, 

(b) PutntrtbJpe, oompanjes, 6rlll$. inatitution• and t'Ofpo· 
ratJon• ttlabllslted in the territory of Powm whim are oo~ "' 
war wiUI the Kingdom, 

provkj«JaJwl.)•t tba~ the afornaMI persom., pilrl"f:rthiJ», tom• 
ptniM, 6rma. hatituUooa, or eorpcntion• "''K't before or at 
lhat. d•te ttakttnl and domici1ed or establillbed outtide tht w. 
rit«)' Of the Kift&dom DOW OCCUpied b)' the ebf'ttl)'. 

(2) Penon. .-bo afln" lhe 9lh day of May 11140 aftd btl,.. 
1ho l&lh day ol May 11140 ha'-eldt lhe lmilory of !he Rtol• 
i:n Europe ot.hft'1riee than foe I"IM"'D:T tft'ritory, and p11'1.11tmibipa. 
tomp&n- firma. intthu\ioos ud corporttiol. 'ttllidl Ia ao­
-wilh lhe po' ' o( lhe .w ollhe2&hol Aprillt<O 
No. 200 ba .. traufornd lhtU...., ..plntd ...... l'rindl>al 
p1Me of ~ u the (11M! may bt. to other wniUirJ whh.t. 
lho Kln&don>, WlJ fotlhe applicalioo o(lh;, onlde be doralod 
to h••• betft rnidr:nt and domic:iJtd or e~tabbalwd oo 1M l&th 
day of May lg.,ooutaide lhe umooryoflhe Kl ....... «<upied 
by t.ht tnt~, provided, tba t. in the e:ue of J*t.nmhipt, tCiftloo 

p&nJ• 6rml, lnt\itu tiona or eorpon. tioDS to 'll"htm atUtlt 'l tub. 
(b) applkt tho uander of etat.. ~stt'f'td office,« prinopal 
place or buainctt, u the eMe rrnu· be, hu betn puviollldy a~ 
proved by our t\U n itter of J u&tjc:e, or a( terwards been tu~c1 ioo«l 
by Lhe Oovtrnor-Oeneral oltbe Ketbtrlat)dl·lndjct, the Cov· 
t rnor of Surinam or the Covt'rnor of Curaeao. 

Aanc&.& 3 

( 1) Tbe Oovtr~Oeneral of tbe Netht'r!Jndl lnditt. the 
Oo~ ot Surinam &nd tbe (M'(!fl)()r of~ tn1 tmpow· 
ered lo 10 far u iL- (!(lC)(t!ml the tmitory uDd« thel.r roenetal 
adralniltra.Uoo &O make rqula.tiont with ~to &be mannn 
ln wbkh proof .. m~ in Lbe last, lcncoinc a.rtitll tb&lJ 
bop-. 
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(2) !...tv u it io no> provided for by tbe 15m.,.,........, of 
thlt &1\iele, -" ...,.~ou.ns ohall be ......, br Our Mlo­
ol Juoolco. 

.uncu: 4 

Thla ~ f.l.o applies to the Nel.htrlanct.lndlCII, Suri~· 
and CI.II"'C**. 

AJmCl.& 5 

( 1) Tiuoee monthufttr the prttentemergeney oi~umatAnOM 
11hall, h' Our judgment., have. eeaAed to ex:i.at rut.itut.lon ahall 
be made tO the rormer owners of the ri,sbta arialng out of the 
tlebtt, obliptiona and other ehoeea in attion rtferrtd \0 In 
Article 1. 

(2) Notwilhatanding thepnwloioa ol l"""''•pb ( I ) ol thlt 
&rtide, thor Minilttr o( Jue.tiee and the ~lin'-t« foe the Colon.'et 
are htrtby tmpowertd jointly co etree~ the mlitution to lhe 
former ownrn btlore the dale te'L out in t.M &rR .,.,..,_ph 
of t.hit anlde. where it is pro'-ed to their a&Wae:lioo, that 
ouch riP" thalloot be ...,.;.d dinetlr or iodlrt<lly lor tho 
"'""' o( doe ..... y. .bnc:u s 

Thit ~ will eome iato roroe on tbe day ol itt publka· 
tioa in "bet Stut.aba.d."' 

1'\ia Deerea which shall be publiahtd in "'bet Staatlblad" 
.hall be e.mtd into dfee" by Our Minister of Jut'lioe, foc the 
CoiOt•ttl a.nd for F()ftl!i.gn AtJa.irt, in to fu aa each of tbt:m le 
conecrr1td. 

Londoo. May 24, l~Hll. 
Th~ Mim'tltr o/ Juttice, 

P. 8. Gr;UM.nT. 
The Mim'llt1' for the Coloniu, 

Cu. W sura. 
TAe Minilttr /or Forfig" AD<Jit•~ 

E. N. vAH Kurn""a.. 
"'-•lpted May 24. l~Hll. 

TAe MU.W.- o/ JNtiu, 
P. s. GlllaUfDT. 

.......... -.._ "J....,., "ttu 

Dtate-lllv 

In tho name of the Belgian Peop~ 
Wt, the Minl1ten in Council, ' 
In view or article. 26 a.od 28 of the Contdl t' 
In view of thedecrtfl of May 28. l040, u ton, 
ln view of t.he hnpoe&ibilhy of conves1htg tbt: r-iat.tl 

Chambm, -· ,. 
In review of the detret--Law of May 31, 1017, have dtuHd 

and dod..,..: 
Axr. 1. All t.ttl of dilpcsition Or plf.dgioJ of rtaJ or PtriO . a1 

proptrt.y btlon&inc to the Stat«' and wbcet teiJuJe hu .:en 
made~ ~trtd by 1he tntmy a!tu lby JO, JG40, are: nuU 
and. void ua eo far u thty do not tela.~ 10 ~ adlzuru.. ,.,_, 

- · 2. All ..... ., ~·ion .. ~.,,..] .. ...-I 
~ -s., oa the pan ol the_, all« Mar 10, 1~ 
tho obi«t ol oonfitcalioos, ,.;......, - ....., or o1 all ow. 
CDC'IUUf'N harmit~~ priva. \e propertr. are liktwile null and '"Old. 
The propt<l)' or oommu- prG"in<a and pWiio ... abloolo· 
mtn\1 lhall be tonaide:red u printe propmy. 

AJtT'. 3. Tbe rtd.amation of property mtotion«< in .rtkk!t 
1 and 2 it open apin•t e'·ery bolder, unle. tbe proprietor ;, 
found, In any rue, 10 ha''t been reimbursed for the ptlee .. ·hiM 
it. OOit. him, the boldtr retaining only hj, n!OOUllltl apintt the 
J)ertOn teUing him the property. 

No dcmlltd for reelam.sti011 thall be introduced after tt1e 
trplration ~ throe years after the conclu!oioo of peace. 

A.wr. 4, All ptrtOna who. a/ttr the date of publkatlon of this 
law, lbalt voluntarily lend their .W.tance to the uccution of 
irrecu.lar mtuurtt tUen by the entm)' in rtprd to •id ~ 
er&.r. or ltll. a.cquire,,h·eor t.ttep~io pledp any propttty whit:b 
hao ..... lhe obi«t ol lh ............. ohall be pw~lah<d by 
lmprieonmtft t for from ooe co &ve fUl" and a fine ol from 6.,000 
co 200.000 ftanet or ol oniy ooe of c.bne penaltia 
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'!'be ....... and tribunals !ball abo ha .. 1M - ... ieler· 
die• 0.... .... vi<Ud ,_ the ........ ol do<l«oi ..,. .. and 
&he richte e.r:nuntrat«< iD artiele 31 o( the Ptnal O:KM. for a 
perlod of from 6Ye to tV~~ 

All &he provisions of the fint. book of the Penal Cod. &re 

applirable to &he. infractions. 
Theee infraction&, even though eommiued in a fon!i8n coun· 

try, thAll be proeecuted in Belgium! eve.n ~n tho abee~ce ol 
tho df'ft.fldallL Any Dclgi$1\ eom:et•onal trlb\mn.l CAn, an thlt 
C'l$0 C4ke cl•arge or the pro&eeution. 

Thit dflCn!Cola~· ~.u btoome effecdve froll\ th41 dll.to or iw 
pubUeaLion in the Monitor. 

We promulgate tbi.s decree-law and order tha1. ill bt hn· 
JWt!NC!d wilh dleeeal of the State and publilhfd by tht Monl\or. 

London. Jam.1ary 10. 1940. 
Tilt JleMbtn of tAt COMd o/ Minilttrl, 

ll. l'llaam 
P. ll. S..Mc 
GVOT. 

~ Mttw .t A...,U D. ltU 

Onuttl l)t,colflurn o/.Apnl tt, 1941 rt14tive to tM mtoNru 
o/ dilpotMNion to.tm b, tAt tfttlll~ 

In view ol the Jawsof~ptWlbet-28, 1938 •nd of Auptt 20, 
1939 conctmins the extension ol the exeeuti~ powtr; 

hi view or tTticle Z'1 of the law of January 18, 1866 rt'ptding 
1ht1 organlz.ation ol the Cou.nell of Sta~ and oonaide.rin1 the 
'~'Alter of u~ncy: 

\Vhertae t.he Orand Ducal decree or April 22, 1041 proclahnt 
the nuUit.)' or all meuurts taken by the invader; 

Whereu in the body of this general meuure it. it ~ 
n~eh• to specify eertaio OOD.M'ClUtnON or the nuWt.y 
and ~aUCtion, t.o uJecua.rd the inte:nllta of per1001 d.it)l o ~ :t 
or injured by the .eu whleb art. made illtpl by vlrtue ol tbe 
al..-ld- and \0 oet forth pena]U.. apiM' _.,.who 

havt ...... ...u,. ...,, """' ............ the._..... ..... ol 
wop~ .... , 

Wbtt ... al..,. M-.r 10, 1$10 lh•.....,. -py; .. the ..,. 
ritory or the Orand Duc:hy h.u isuecla numb« or ltWI •hieh 
demonttrate lbe ntteeeity or aa:fecuardinc \he ri&bu of t!M­
Stato, of Commune~, and of public and priV1te ~tabh11untne.. 
aaalntt. the acta of di3~on and spoli.atM,n by thl'! t •ter1\)' • 

Upon the report or and alter tbe delibrtation of 1he Oovtrn: 
mentln Council; 

We h•ve •nd do decree: 
Aft"''. I. AU ACL8 of dit'J)O!itiou or pl«<cinc ol P'Ollffty, rral 

or lruangiblt, btiOII.!Jiug to the State, to the Commutl8 and to 
the pubUo ettabliab.meols and whoee teiture hu ~ dfeet«l 
or ordered by the tMmY After ~hy 10, 1G40, ~null Mel void., 
in 10 ftrl'uthey do not rt'late to normal adtninmradon. 

AaT. 2. AD leta ol di!poeitioo or~~ of fftl or UttAnP*­
proptrly made by the enemy After May 10. 19t0 with the pur.. 
-olconliocatiom, -1..-..d toleoor .Uoth<r ,_ 
........ hanD \0 pma<e_y.,.lik.,.;,. aulluol,.... 

AaT. 3. The lt.'da.r.u.tioo ol Jli'OPtftr 10t11tiontd i• 11tdN I 
aod 2io..,..apinst.....,.boldtt,WIIosthe-•l ... nd 
in any cue to ha\"'e been. reimbuntd for the prire wh!th it toll 

him., t.M bo&dtr rttainina oa.ly hit recount apirltt t.M one who 
eokl hJ.m t.he property. 

No demand lor ~tioo thal.1 be inuodueed after 1ht n~ 
plration ol t.hrft years alier the cootiU~;ioll ol prtace. 

Atrr. • · All penon.t t~.•ho, aJter the date or pubbeadon of thl-.. 
detrte, thalllend lhl'ir a.Mitt.anee to the n~tion of irrt1u1a.t 
mti\IIUI'tl taken by the ~nemy in regard to u.id JII'Openy, or teU, 
acquire, l!!·ive or arcept in pl~e any property whith. hat befn 
the objcot. or thette rneuures, Wall be punish~ by 111 tn1prbot•· 
ment. of fr0111 1J1roe montM to tbrte ye11.rs and a line of frorn 
2.000 to 20,000 fraua or only one ol thtte pe!U.lliet. 

Thete inlra.ct.i0011 aball be ptO!M!I!Uted before the lra,unalt of 
tlleCrand Ouehy reprdleaorwberelhey nayha'"'t betn oom­
mitt«< and t\U' thougb the culprit ie 001 round wnhin lM 
G .... dDueby. 
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Artt. $. Our .)lin~ter of St.au. Prftidtn~ ol the ~1\mttU, 

..,cr our Mvtist~ or J u....ctice are tbatJt'Cl whh the eseeu tioa of 
lll'- detret~ wb.ieb bKomes deetive on the day of publication i.n 
the Memorial. 

Montreal ••• pri.J 2'1, 1941. 

7'/te Mirti.tter a/ Stole, 
Ptr~•d4l~e t o/lllt> Oowrrw•tnt, 

Pn:RRI'I D OJ'OSG. 

'fhfl ~t.'ni.drr of 1-'Meign AOtrira, 
J081PJJ Br.cu, 

Tlt11 Mitnllt'r o/ Lobor, 
l>tUII Karc: .. 

Tlr,. JfiJtiltffo/ J.ut~. 
Vtc"R* BooeoN. 

Cl.f'cltoslo'l'alda 

CrtAil.OM'E, 

~"'~·.a. c;..,._._~-~!Mr 1"-... ... , 

The ~-n-r:uuetal oltht ('zlodto!:lonk Re-pubUt clfdart, that 
they- ba\-e not ff'C"'OJI.Rd. do not. and • •ill Mvtr. ~­
any lt'a.ftllr~ or disposal ol propttly. thbtf movable or 
am.n:~CW~blt. which, up to the 17th Sept.eJnbfor, 1938. wu lhi!! 
lop! P">Pn1Y or !he Cztthoolovol< SlOtt, Iandi, dittnc ... com• 
munt'laod all public institutions on the ttfTICOt)' of the Clttho-­
• IO\tk Repubhe. in a.tt (At as sueb tranefm!n~ or difr)()MI ht.!! 
btJen tarried ou~ ~nee •ha~ date under pl'tffiUre of enem.v oc­
cU I)I.i~l'l or in txceptional political o:ircuiMt-Rncel. I I\ thiJ N!· 

lill«t. it is irrele,·ant "''hether such trandercnL'f! ur ditJ)C)SAI ia 
t~toteul'bly \•()3umary, or whe ther thiJ hu taken ll la.cc or will 
lake J>lt.et (Or the belltfit or tile IDI.'mbe.rs of the ~hOeJOVAk 
~lat.: or lntmbtra or foreign State~~. Furthorrnorc, any u ant­
lrrt:nce or disposal oiJlith·ate property carried ou\. a.ince 27th 
Sc•J>Itmbcr. U~, Ul~tt the afort.mtntioned tireumitanoet, hu 
nol been, and wiD not be rt'lfOgni!Mld. This dtc:lar1tion llkcwi10 
r-rtkul&rly t'OIK't'f'll5 any Cr.eehollov&k teruriliet. the oom· 
J>Ullocy or O&tent:ihly \'OII.Int.&ry tn.nsftT of ••hic:h hu bftn otr· 
ritd out sinoe the 27\b &p\ember. 1038, in. the a.foremtndoned 
tirc.ouJalt&Dctt. All tn.nrltreDOe « dilpopa..l bertin ~ferrtd \0 

Tn.ll•l.tlt.n • t Ardelt II of l're\'IIIIINI d~te lit A,rii 2!M, 1M--· 

lnl lht •unfl•rt •J•'"''"· dtf' Rill!\ .r N• .-.6¥ tit. 411rin1 e)!, ,,_, 
•• , • lhlllllll• 

A.Jrrtcu-. 11. 

FOf' tJ1e iuue btmg tbe ac:ti\•itica of 1hf' Conmtm'ial &nb 
and the S..vinp Banb !<ba.U be- undf'r liH' I!UJ)IY\'uion of thr 
Ua.nk of NOn·ay. All dealings in fCJN>ir:n cxll'hae1~ a!'f' ~J(It't 
to control Ly the U.nt of XOf'Qy. Tbt Bank v( ~.....,. •lll 
OU btbaJf o( the Joo:tatt, takt ~I of aiJ fom~ aMt1.J .... 

toncana to O.n~ or rri\"ak....,...., 111 &hr «m\ontl «'''Upptd 

by tM Ctrm.oa 1worickd tbt .Mid ~'- "''"' .- mar. u. 
ApnJ Oth IO-fO. hffl1 pltdJfd a& ~rity f« and an nqairtd I• 
orde-r 10 c:'O\W obhptioN: alrftdy entmd into. runAiftl ~ 
rxpto~e~, rreow a.Jiotmeull. in9.tr&tatt rrmu~ ttt. '1'lw 
ownm of the tald ._"!hall tx- e•uitled to tompti*Uoo lu 
Xon•t"'i.a'l tUnC'IK'r w-ithin Lbne months after thel"&ftptu:re 
of the lerritoriee in •1uestion. Foreip~ :LWts belooPnJ 10 Oan.lu 
l'lr individual! in the free territories shall. withotn dtlay, ~ 
rtci&tere~1 fttthe Bar1k or Kor•;a.y and un be l'fdttmed h1 :'-lor· 
"ettiAn ('UrN'IICY IJ)' lht lltlnk of NCI"1'·:ay on behalf or I he Sial#'. 
ltrO.,.ifh.'<l tf1a1 the obligM.i<>nt fOt -.·hirll du• ~mid ueclliM.'I'\'e 
ftJI lte'Curhy arc covcrtd. 

A. l)trllntnl portions or lt~blatl-.-.llistort or jolat rf'Niutlo. 
or M.a.r1. 1940 

~ir. \V.o,;u.. 1be Senate will remember that on April 10, 
1040, the PreliOent iMutd an Eueative ordtr and t.be Secn­
Wy o1 tlle T,_ry ioou<d teplationl. u..S.. autlloritr ol 

Regraded Unclassified



Atd.IOft 6 (b) of the Tndin;s: With tk 8ntmy Aet of 1817 u 
uotnded by the an of 11a«b 9. 1933.. The Executive onltr 
impaled cm.ain mtrietions upon any tnn•etiona in fort.t«n 
f'xehan~: .00 upOn the trans:ff'l' or crtdiu from one btnlc to 
another whhin the l'nited Stattt or rrom • ~nk of the 
United l;tattt to a fortiltft btnk, and any tnnNCtiont in evi· 
d.-114'U of indtbltdneM. or evidcnm uf 1he ownerth1p of 
J>I'Optrty, in ""•hi<"-h t\ nahonn.l of the Covermneuu• of NorWI'.)' 
or Denn'llrtc, or lhc GO\'ernnwnte of N(Jfway or Oemnftrk 
thtmtelvt~t had an)' interest, by &n)' ptr80f\ within the Unltl!d 
~tttet. or aubjeet to the juri!diction therror. 

'rhf'IJ>Urpo!M' of tl•e joint molution. of ooul"'le, ls \'try e.LtAr. 
We vr1n1. &o prottct property within the juriadietion of tht 
United Stattt wMch i!: own«! by lheee govtmmtnl.l or their 
•• Lionab. 

In 1033 Con~ amtodtd the .c110 aa to 1nake 1t appl~ 

ble du:rm1 ptMit"lllUt e~neW& and 10 authorize tbe Preli· 
'""' lA> deol llbo wolh the boonlin& of 1')1<1 ond lhe t>tporuo• 
UOtl of pi. Ia tfdn.ftiq the •tt.. the ti'Of'da .. "kStncet 0, 

~ .. •ere omiut'd. h wa. dearly an inadVMtnee. 
becaute it wu Mltf1tt) heft oa thl(" Senate floor. u wtll M lP 

the Hou., lhat the amtndn'ltnt W'aJ not mtended to weabo 
In &ny way the po•trof the Prtlident '-0 <Set I with thtte maloo 
tfftt but. ratbtr to extend thost pov.-e:n to ineludt the hoard·· 
inc of 50kland the uportation of RQid. 

Mr. UAJUUoCY. It tbou.lrl also be stated-and 1 am a.ure the 
Stnatbr omitt4!d it by overaigbt-th.ft.t the joint reeolution i1 
intended not. on1)' to protect the national! of Norway and 
Denmark who h&\!e interests in stoc:ka, aoouritiee, and othtr 
propeny in the United Stattt., but it is also intend«< to proteet 
Amtriean dtiuns in the t\'eot they have ~l•.lmt of any 10rl 
growina out of thtte transaet.iona. and th~for11 we p~c 
the property not only for- iu o•>nt:tt but. fOf' the btnt:fit of 
Amoriauu who ""'Y hn• elaims ( liMO) S6 Cons. Roe. 10011. 

Mr. Oox.w.u.LT. It il not true W.t the puf'JX* of the pro­
pcwd ~ illo mpm. the fan that. 1hi1 property .,.. 

ten\ \0 that t'OUQll)' at a tUw wbtn \he COUft\l'ire; ~ 
wtre Ia lte\at Pt~M~t. ilnoutOw ._, PNt~Pl' 

Mr. WAOI!fiL Y& 
lfr. Cozuu.u.y, AM it ~sol au .. MtwUWt /(W llt.t ,.,,.,.,.. I 

P"f~l1"U clt.alf{le o/lilk oft~ pr~tv Mre i• 1M U.tl!. 
&cUt• bvconquut, or by llrllf other fortibtt or N~"' lfiM-/ 

Mr. WAO.HU.. That ie exactly the purpose, 
1\tr. CoHHALJ.Y', For inttan~. in NC)nr.'a)' roday the invt.dm 

I he ncw~l)fi.P'Ctl uy, are in charge of the city a( O.lo, 1he <*P~ 
hal, hA\!UIK t11ken 0\'et the local govtnun~nt.. buc. it ia endrtl)' 
oonccivable th.&l under thO!Ie tirtumstaneea bankina hvtitu· 
tion.t, or any indh•idual, "''ould be loreed, d1rouah ftu or 
olhtrwltt, t<J iMue an order t.ran!ftrring eewrititt in the UNU!d 
Stat8 •·hioh \.boee in oootrol might wish tO ha,•e tranlftmd. 
h no" \hat.. true t 

Mr. WMJ.Ha.. Ye&. • • •. 
~tr. W Mxa.. • • •. Supposot.. for l.llf~~ ...,. o1 t.bf 

ou~~tna or Dtnmart. b.ad ''WY Wp: i011:une~ hfn. in &he fCinll 
ol eeeunle or o~. abd the preteftl Go\"'e"D~Dt~~l of 
Dtana&rk, 1.1ndtr Pfti5W"f' from tbt m~ac~m. made a tall oa 
•udl chiaen~ and Mid, •we would lib \0 ha'f't &beN: aecw~UN.'" 
Suppoeelueh a e11Uto WMCCL Tbe Stnat.or and I bow tx· 
aelly wbol would bowto. He would be &booiutdy bdp!M. 
UIKit'r me propoeed law lhc United Stattt Govmunent would 
Inquire into the fft!OD (Of the tnnaftr, &he drcumt~ 
under which it WM a.sked. U we found that it,. . ., the ~It 

of durt~~tt we woold refute to grant a Uc:en~. h iu ptot«tiV'f 
mmu~ ((1940) 86 CO•II(. R«-. 5001). l ltalin~•uiJPiied. l 

Mr. I) AXAUIUI. • • • Mr. President, the IM!ndinK joinl 
rf!IOfUtiOII S<lell furtht'r cJ\IUI anytbi11g that hal CVf'r 1N~tn 
Wllllted by way of power to lh't Pretlident ir~ time of ptm in 
any 1ueh faahion .. ill here eontemplued. Not only doet the 
joint. r~lullon im•eigh api£151 Lrnnsa.ttiooa inYCitvinJ,. and 
1rantftra of <n'Ciil bt1YI'etD banb iu lhis toUIIII}', but.. UndC'f' 

the power of n'SUlat.iOD which ~n.e purpon to find in 1M 
tULillllaw, "''f! .. that on the lOth of April 10.0 the Pre~'· 
den~ b)' procWn&tioo, ......Uy addod .,.u.. g lA> !be ...W.. 
&ionl -..eel in 1934, wbidl appear in lk aomm:ittM rtpOf"t. 
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fort.dctint tudt ~ if lhey involved ptoptrty rn 
whic-:b Norway or Denmark had an intffttlt ( (1940) 80 ConfiC 
R..,. 6110). 

Mr. IMu.&.n. By cotrtion, or durtat, or 10me other J.n. 
8u.tnc.. tbat atoek misht be deli\'ered up to N!prftefttative. of 
the invading ,;ovtmmen\; and the rt11ilt ..,,ould be tha~ by a 
110ft or (()('l'f.iOII (If dute:S!i the million doiiiii'J. II the IIOOk 
br<M1ght that.11.mount on the market. rcmld be tAken rhtrg~ of 
by tJ1e l!jC.l\'t:rnn~nt tbat. undertook tO gPt. it in thAt way. 

Mr. Conx.u.u. BxaetJy. 
Mr. ll_uut&.&Y. What. i!l the .JjfferetH .. ~1 All ()f thco mK'k 

rtllff'.*!tl tl proputy in I he United State., anyway. 
Mr. CONNAt.L.Y. Certainly. I t horoughly u:ree " 'i t h tM 

Senator, .,MJ thank him (or hi& obeltrvation. 
For ir1! \ant't' tJ~ saodt: tertifieate mi,l!:ht apparcontJy be J)fOJ)o 

rrly f'lldorHd. h •-ovid not show the-~. h • ·ould 
hO\ tbow the bt.yonn .&t..itti.n& in lhe rit. of the man wbo 
owMd 1t •bttt ~ sipMd tM uander. I ••• talkmc about 
the ntucn ol DtnMark. Nonn.y. or any other fon.:-cn roun· 
try. The tranefer. tlw: ~~in blAnk ollht ~ifi.aatt . 
would aot rnnJ 1-.M bayood stitkins up rill:ht undtr the 6flh 
rib of the owntr of the certi6eate. It wouJd ~~ revfll l..b4! 
t.b.rMl of the J.ail OUt ,.ondfr. Thue would be nothtnc about 
h. tha t would enable one to hn.r the d.ankin~t of the owntr'~, 
rhaint if he dKI not aip the transfer. 

Bul if~ tttnnil jort:i(}tt.en to iltt.JC'tt tAtir lltOIIfll h"'· Kit' 

Otl.'t: tltc-~n .ome ril'l1J. lVe oacc o dutu to jorri(J" roulll.ritl,' 
11ml wJtr,. tlte !'Wlio.-oll o/lho~e tou"t~• i~ttJfll i~1 our ffl· 
r:urWr1, tt..- oar.t~ them at lec~t tlt.e dt;ty, i/ teofl NUl ner• it. 
o/tui.nu tluat llltv or.e r~ot de/r(Jvdtd, tlwt tlt.,ll are 110t robbrd, 
that thtr w e ,ot "ltigltjackcd" out of thdr prowtu. w,, 
WJutd do all w co.r1 to Pf"Utrtlt' t/11> aanttitv of iiiUUtmMU 
i/ n JHTmil /oreigll(;Tf lO 11ltJkC' tl~tfl ltcre ot nJt So it IU'Im 

to me tltV propotcd ltfi,lotion if in tht intnut o/ good will 
oJtd MJt::Vritr. 

IJow many fcn:ipert woukl11!1'td \11t.ir mon~y ovtr htre al 
Ulty knew in advance that ~ • ·ould be •ndifl'ett1tt to ill 
oonetl\Yf Wby ~they DOW aeodD>4 sold and IOCUriti<o 10 the 

Uait<d Soa~f 0..... 0.... ;. ao "'-'-~ bt1iof ud 
an. intematioftal faith in the Uuqrhy ot the Ulli~ s~­
Qo..,.-~ II>•• ;, will prolee\ and aafquatd and -lho 
proptf\1 even or aliene, tha, ia ~epu, a.nd lawfulty Ia \M 
UniW!d Sea a J do not want to mrrtnder anythi.na of that 
kind . • r do nol want the ~nited Staka ~ JON: anyt.hinc in 
the etUn~.ado11 of the "''orid m rqatd 1oour willii\Jtn• to trta~ 
aJien1 #lid fomiJietlt in a fair and jt181 and tq\litllbie MAnner, 
I think tho c.nactrnt::tH of thjs leoci8l.ation will1e0 a lona ny 
townrtl maintair1ins and .IIU&taiuing lh.nt H.1ir111t~n of our 
"ttl1A1d~. &nd that. ite failure wiii Sllbt.tat:t frotn that Ntin~~;tloo 
which thCI "''orld has ( (1940) 86 Cong .. R('lf', 5178). (lti.)M)I 
JUPJ)Ji«<,) 

Mr . \Vn.u .. ,. ,. • I .W. to rt/tr lo o~~e otlttr IMO.ftflf'. 

811 the poi!IIO~ o/ tll.e jcJiAl rt'JOifllhl)•, 1eA.it-A il Wr..rlr 4 

l't'macl lfttft t 0/ ~ ,.., w ,m. JIOlice ,. tM rvtt.lnt 
rft41'01Uim ortd ~ of lA~ t«rid th.oJ, •I• ., A~ 
.. Cfllt(.lttrttt.f/, _. .nu JllfOl«:t tMpri..,,. ,oi'Crlr•l tMtiiianw 
oJ tAo. 110lioN .t&ic:A ete mJalt:aliJ U.PIIlcl.•., t.Aelwlll~ 
I« U.tmwatto..l. t.w. ~ to did tlt.e ,nNtc ,..,, 
o/ a riiW.. U. .... iall(ldbl COtall,. ~~ ..C: 6c ~­
UNI<r tA< ptilq ,...,- br tA< ;.,...t.,.,. """"'• ,..,.,~ 
"" .\ol110 toaniMN. It ~~ tlae proPftfr o/ tA.. i. 
'*"" (( 1940) till Cons. 11«. SISO). lllaliao .. pt>li<d.l 

8. Rtport or lh~ Seoate CoaaiU" oo the Judkl.arJ, oe Till• 
HI or S. 2l29 (the Firat War Powtnr Ad. l941), S... At•~ 
No.tU, 71th Cong,. Ut S.., pp.!.-3 

Tide tit of the blU hu three )WU: 
(I) Section 301 IUTlendtl and extends •tion 6 (b) of Lhe 

'ITa.dina wiLh tht Eraemy Ac~ wMcb originaUy be<alne law on 
Oeto~r 61 1917, during the l&&t. Wotld War. The.M!.a"tiJ •>''" 
ttm of fortlp property oontrol i$ bMed on II(C'UOn 6 (b), t.a 

....... amended on lo.l•y 7, 19-tO. Thit amendment. will eonfom:a 
thiutttute to UJeuigeneielof thia war. 

The .Utlncl~ property <ODilolncula....., (-llarly 
known., 01fretdng ooottol"') ba'-e permitted tbe OcmmtDtnt 
10 .,_.eno and rqulaoo _.,_ m.tinc oo loreip prop. 
ft"\7 wblt.h are pn:judieial &o &he ia&eref.U of the UDit.ed S&&La 
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MWt cDtwt&: taw pwmita &be Oo•errJDeGt -.o Jft"f'G\. ~ 
tionl. It il notr ~ Cor "'e Gcnrem.roent to be able \0 
allirmali...,_pol lhe ,..andapplicalion ollor<ian property 
in a manner ~t with the inter"Mia or the Unit.«l Staw.. 

SecLioft 301 would remedy &hitaituation. I~ giv• the P..-.. 
dtnt ftM:ible powers, operating through sueb ~ey .. be ml&bt 
ch0011, to dtal oompn:bensively with che many problem~ that. 
1urround alic11 property or it4 owncrahip or oontrol in the ma.n­
ntr moet eft'eetive in each particular ca&e. In \hit l'tl81)4!<1t., tho 
billavoidJ tho ricidity and iJ\flex:ibility which cbarteterh:od the 
A lieu Property CU.todian laweneoted durinctbe lut. war. T ho 
neeeuhy (« ftcxibility in lcgial&lion on this aubjeet Lt aeotl"l· 
uated by the vaa:tneee of the ~n-property problem eoorron"" 
Ina the Government. today. M t.he peek or hie activity, Lhe 
o\hen Propet\1 Custodian of the Lut. war adminilt.ertd propetl,y 
volutd at ..-hill& ovu $500,000,000. Todoy thon II over 
r7,111J,It1JJXIJ worth olfl'Oil"'Y abady ""bjoet to tho exlttlnr --Thlo .,._.;o. ol the bill to a cooUd<nl>le .,....,, lollowa 
the .,.,...,. of ..Utin& law and II a qi..U .. .._ ol tiM 
-• ,.....,. fl'Oil"'Y ...,oro~.,_ whid> baa boon_.. 
aline \'flY a&WadOrily for almost 2 )"tWa. Tbe a:t.tnlion 
f'OU1d be P41\.lnto immediat.eoperation with a minimum amount 
or trouble or dasloeation o( lqitimate a.etivit.iet. 

It ilte~Wtia.l that the Government. have t.bit power, a power 
atrdled by ewry other wartime co\·emmen~ and txtreiled 
h)' thit Co'·ernmenl during the Ju~ •·ar. 

(2) See!Jon 302 of the bill. '\Otb approp.ri.ata limita.liOOI, 
C'l)llfirrnt aetion alrrady 1tken under the Trading With the 
Enemy Aet. ( t is s:imllar io principle 1.0 provision1 In prevl· 
OUII l~i.sla lion on thia ~ubjeeL (sec. 2 of the jO:iJl t. retOiutiOtl 
or May 1, 1040, Public Res. No. 69. 76th Con&-: and ICC. 1 
g( tbe ae~of March 0, 1933, 48Stat, 1). 

(3) Sec:Lion 303 il identical with the provWo•~• of .ecdOtl 
3 (d) ol tht Trodin3 With the Entlll)' Ac• poaood lA 1017, 
e.u't1)l that it alto contains provie:ioD.:! idtnlic$1wh.b eeetion 18, 
•he ptn&11y provision or sum a~ 

S..,_ 8 (d) ollheT..din& With tiM t:Mmy Acuuthoriotd 
1'181d<ft1 Wilooo, - be deemed that tho publlo oolt<y 

6eo -l•durinrtlMlaaW<ridWw, IO.._<obo-.d, 
· - ...... .w.. and "''lllaaiona .. ... .....,, '""' ..... 10 
limo OOIOI>Iiob, ....... ~'":"""- by mail, eablo. radio, .. .., 
<Kh• Jtii(!UI ol tr&nln'liiiiiOo betwer:n ~ V ~:~itc!d Statet ud loft)' 

loroico oounll)', &.lion lll3 of the -• biD doaJa oolJ whh 
oeneonhlp ol inlt'roation&l C'Oinmunicationt and l'tOt. wiU. 
domeeUc ~ip. 

Seet.ion 003 will nuke il· ablolutaly ele.r ilia~ the ~n! 
IN.)' oeniKlr &II forn\1 of foreign oom.municadon ditte~ or In· 
dll'f!C!t.. lt. will rur1her permit him u a matte- o( at:hnlcl,t. 
traUon, to 16t. up ao orp.nb:ation and ddinhe rulft unde.o 
wblch the eontrol i.J to be carried out.. 

p..,.m 
l :utrpt tro• br'Mf ef PNuaJ ReM"' Bulk et New YN'k 

Ia Br11Jah.At~~ttrieu T*«o C.•puy, u.itf'll. Y. Ff4fftl 
~ B .. k ef New YGR. Uail:tcJ Sat• CHit et A,..lt 
tor t~• Sta-d Cinvit • • ,. U-U. 

(8) The Exocati .. Oodot of .• pril $,1m 
By tho Ex...,ti..., Oodot ol April s. 11133. the Prooid<o< ..._ 

c:w.d \hat the "national t:mU&<OCJ lliD COIIliDuttiO t~.~at:• 
po-ol>ibiood "!he boan!in& of &old <Oin. &old bullioo. Uld cold 
cert.ihk!lwitbin lht()Ofttinental Uni~ St.aw.by bdviduak 
••• and c:orponoiom;" and~ "~llont lor....,.. 
ina out the putpoeee or this order." •• 

'nle rcculationt «~nta.i.nod in the AprU 6 Ordn de611td 
"hOArdln&'' AI "C.he withdra•·al and withholdifll of 81)ld eoin, 
gold bullion and gold ((!tt.ifi(ate& from the f1!COC,Illtod and 
c.uelOmary cl.a&mels of tre.de" (Set. 1); required '"all pttiON 
, • • to deliver . . . to a Federal fle!len·e banlc or a bfal\ch 
or agency thereof or to any member banlc ot the Ftdtrftl 
Rettrve S,.-tem a.U gold coin, gold buUM!n a•M.I gold mtJfi. 
cate.~ now own«! by tbem,. and ~ot exempWld by the Order 
(S... 2): and providtd lha• lbe rtcipi .. t "bank will , pay 
t.htttfor an equivalent. amou~:~t of an1 other rorm of oou. or 
eumney" (S... t ). Cold wbich ...,.,,....., .... beheld •ao 

•• .,..,...._ .. ltlt:...u t. .. H . 
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cold •roqairod r .. J.citlmr.uo and -">moly - lA lndiiiUy, pro!-.,..,.,. gold coin and cold -i&..:t'" htld In omall 
IUIIOUliCI' pld held under earmarf;: for fortap 10Yff1UntnU 
and ... .;.. boob; and. gold "'iceruood r.,.. other Pros><" uan. 
a.cUon• (not. in,·olving hoard:incY' or held .. ptndln& ae-iion on 
appliea.tiont ((If export Uoenaca" (Ste. 2). 
· The TriAl Court held that. tlte E xecutive Ord('f of April 6, 

1033 1\'&.11 vft.Hd (Conclul!ion 3, fol. 2004). 
l,l~lntiff contend~ ( 1) th•t th e Preeident, lAcked authOf'i ty 

lo noquire ,urrtnder of gold bullion by anyone, And (2) \hat. 
lhe St~tutc urtder whi~h the President purp«ted to ia.uel&id 
Order did not and oouM not autborOO h.iJn or &nyone t:lee to 
rtquire delivery ol gold bullion to a Fedcn.l Re&erve bank or 
membt-r but ( Br. 1~1 1). Thete argumetate a re hued vpon 
a miteon~Uon of the pW'))CIM: or both Statute and Ordtr, and 
of \be nature ol\he otr~ of board.:iq; and lbe powtr o( Con,­
~ to ptll a;n tncf toiL 

(•) rAe Prnikar WGl A•LAonucl br &d.011 t oJ lAc Ad of 
Manlo s toR~ tlv S......,., of H-n Oold 

S«tloa 2 ol the liard> 9 Ad, it will be ....n.d. •uthorbed 
the Prtoidtnt to "pr<ll>ibit ••. hoordinc ••• ol cold or 
.Uvw coin or buU.ion. • • ... Plaintift' argut"S that tbil don 
not au\hori:le ~ Prtsideru. to require the tranlft!'l' of cold 
out of hoarding, beeaut~e tbal, plaintil111u~ il praet.ically 
a rtquiaition and Section 3 o/ the Mareh 9 Aet. authori.Jtt 
the Se-eretary of tho Ttmury and not the Pretident. to requltl· 
I lou gold. In IUJ)}>Or \ or this poEitjon, pla.intilJ dtOI Uttittd 
St(llf•• \', Compb~ll. aupra-, 5 F. Supp. 166, 178. in wh1~h J udge 
Woolsoy, before this Court or the SuprtJno Court. had J)~l 
upon II\)' of the Statute! or Orden relating to 10ld, dkl 10 
construe Stcdon• 2 and 3. • 

Plainti!•a argument ea.rrie8 with i~ tbe denial that. the Prte:l· 
dent had power, even durin& the Workl War, t.o atop hoatdlnJ. 

:::::f.'~ =:.:~..:c.!r-:;·: :=i!' i-:1:, ~ 
V•rdt.l-. ... ~-..-tt ... .._ __ ., ... ~llt .,._ 

cr..,... ........ w ~ ........ . . . ..... "' 111. 

~ """loa that tht ooly -to~ sold lrvm boWa.a 
•louod m S«Uon 3 ol the Marell 9 .~ plaintilr mlllt .,... 
that.thert wu noaueb potl'ffdurinl the War dan; for SteUo. 
3 It a new atatute added in 1933. •:bile $eet,ioo 2 it mmly 
an amtndment of Secdon b (b) of the Ttadlng with lht 
0nemy Act. ex~.ending ita proviDon11 (40 Stu. 006) to an)' 
period of national emergency deel.vtd by the Prmdt:nt. The 
Prttk:lent'• P'O"''er to prohibit boarding, lheterort, oonlL't from 
tho War· time stat\lte. There i.s no teMM to beli~\·nthat. Con· 
VeeA mt-ant tht Prt!id~nt to temporitt with the evd 01 
Intended to &HOI him limited (It intffct:lual 11uthol'hy \0 
ltOp it. 

When the Tradmc with the Enemy Ael 11.id "prohibit'', h 
nltlnl what it •id-h mtant. in Mr. Juatict Uolmtt'• wonk. 
1-poktn of anolhtr prohibition. "lO ttop lhe whole bvtinea" 
Grogo~t ., Wcalbr d' &,.,., 259 U. S. SO. SO. 1"be (aet that. 
yean lattr t.be Co"pea pn a.oothtr omria1 for a cllltrtnt pu.._ t1oo po,... to nqW.. oumndtt ol sold to the,._,., 
dott not. to any depee lttaea t.be ~,·, powtr • lllltioftal 
~ or war to prohibit the boa:tdtr Jroa CIOI'l•Uine hit 
unlawful and h.a.n:n(u) K'- .\s J. Leibel~ in the ,...._., 
cue ~ aid, Scrtion 3 .. does not otptiTe lhe p-ant ol 
po•·tr to the Presicknt u.ndtr Settioo 2 ot the An. • • 
U. mi&ht •'f-11 be that undn- oeru.in t~ tilhtr IN­
don rnight be 1'f1011ed to."' ((ol&. 20S2. a1.) 

The Trial Court. it is submitted, t'(Jtt'ee\11 btkl lha~ "'Tbt 
l'reeidt.nt•t Order or April Sth, lim. v.·te I · • • tom­
prt.htntive aJ)plicatioll of the pow'tr eonfened upon him by 
thC! Act or Marth Oth, 1033.'' ( fol. 2034.) 

(b) Tile Prtlidtr~t IVa., Authoriud bJI S«tio~ I of tile ~d of 
Mtll'cll f) t~ Htq•;ire Dtliutry of (;old 8wtr•OI' IO a l t'dmtl 
Rueroe Btud; or Mt"tbtr Bonk 

The rtsuladona pnoteribed in the Order ol April ~ .~ned 
hoanJinc, provided (or Jieensio1 lh~ boldlftl or acq~tiOft of 
cokS rcw purpo~~rt whim would not rollltttute hol.tdiA!- &Dd 
dirttwd the <U.pooitio• or ~ cold 10 dopooiu.rloo 
where iu boklin.& would not CJQOSlitute ~ 

. 
• 
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nJI WM bOt a reQUisi\ioa or l')ld by lM 1'rua&ry ol \Jae 
Unhed S&au.t au\horizled under Stec.ion 3 or tbe Man:h G Act.. 
1"\e ,.W.Lionl uo~ the 0nJ« o( April 4 "tent no rt.r\ber 
th&n &.o proYide tbal thr boklin& or sold after May I, IQ33, 
ol.berwiet. thar• in ~~ooconlaner with the Order llhouhl be a crimt. 
1111d to direet tbat. gold. the eontinued hoWin~~: or which would 
eonttltute a erime. thould be diapoeed or tO penon• whoee 
holding woukl not oonatitule hoarcUng.. Certainly the power 
to Jlf'Ohlbit hoe.rdins in-cluded the ()01\'f!r noL only 1.0 direc.t 
that the honrdert Cf!ft.!le ilnd dCI!ist rrom t.hf'ir honrdinc bul. to 
tiNipate a method or doing 110. The method dCII.iJ1llt.4!d wu 
to rt-turn the gold where il CAme (rom and ••htm i~ would 
have rtm&ined u a reeerve (or eurreney and credit h..c:l it not 
bMn ror ~e hoarding. Jt would have been (utile for the 
Order &o Jl.ve allowed thft tnnafer o( gOld ~ ~M whole 
arquiaibon and holding would have it«lf «matiW-.d board~ 
U\1- It would have beM adminilb-atively imprad.ieaba. ror 
tllot Oowm.mewu, &o ha\-e Jdt to the d~ of tbe bouden 
t.M dectnDinalioa of lt'l.b!!etft!S wboet uqukhiou and hoad~ 
1ft& woukf not cooalilute boardiftl. Attordinclr, it wu not 
•IT.........,.. INI.......,.IIIot thecolclwhid> had -Into 
houdin,c thould 6ml iu ... y bed: to the banb •hic.h netded 
1t (ot a UM:rul P\II1)0ie. Tbe April ~ Order 10 proridtd i.n 
dirt<tln1 1 .. "'""' 1o the FedeBI JU.no boutb. 

&1 thil, plainLi! ay&. ne.ither Conge. nor the Pfteidtot 
tould eonat.itudonaJiy do beeause. il an.-. the federaJ fte .. 
lm't ban lea wtre pri va t.e putitt Atld a lepl requilil ion require. 
condemnation by the Government, But thil w11 no condemn a· 
tion or rtquiaition. It "'·u an alteroati,•e olfffi!d lo whAt •ould 
othtrwile be " crime. Jn order to ttop hoarding t.he hoardtr 
mutt divNt him.el( of his hoard. The Order detlplllcd the 
one elw or recipient. (whether or not they are private part"" 
it irrunateri&l) wbjeb because o( tlle nature oftbe.ir fuMt.loot 
miabt ret'e.ive and hold the gold without houding iL. What. 
J)lt.iDLi! ob)edt tO ia inbtre.nt i.n lht "tr)' oonoepUon of pro-. 
hlbiLin1 houding. The practi.cecannolo .top without. atrander. 
P1a.Dt&lwou.ld have tbe:Oluri&!llllJlle th&t neithttC'.oncrt- nor 
lht "'--dfttt'"" pu<aa OlMito booldioc wilhou1..,......,..1a1 
C'OOCStmnalion pw 1inp Tbere il no gound for IUCh a belief 

; 

io llwtOooolitulioft. Coov-ntiP~;t;,..._Ito,.-... 
Ill• ..uw. and lorfei- " lilly ~ .... .;. Ito- lowfW 
iY oriciu.l aaquieiOoa---beld af~ and in Yiol&lion o1 Lhe ,...._ 
den L 't an ti.hotl'din1 Order. Coca:pt.r~ &:•""'- •. Jl c1Jw4r 
'1lf1 u. a. 188: Soellon • o1 ~·Gold -...Act o1 11114. si 
U. 8. 0., ~· 443; Utbmft Fn14u-K~,., Itt. v, R.,.,._, 
'"I"0,83F. (2d) 226, 221).,23() (C. C. A. 2). lnttad 111< .....,_ 
deM offt'td aU holdCf1 or COld a lawful opporttllll\y to tell h. 
without IOM be(ore the penal\i~ol the Order would t.ttach. 

p.,...[V 

GuuaJ Rullq No. 1! andt.r Extuti.-e Order No. 8381, &4 

all\t:Aded. Sett.lou 3 (a) ud 5 (b) of th~ TradJar •IU. tM 
tne•t Ad. u aatadN by lht Ftrat War hwtl'l Att., l,_L 
rc.t.llqto forft.p hnUtoetrol 

( J) u.-tioenood..-olh......,. .. tllorbtdbrtheS......., 
o( llwt -r.-,., (a) - lnDif« ol.., tile d'..U.. do .. ol lite 
Order ilnWJand "oid to t.becnmt tlw.ilit(or wuJ a ti'UIIIfer 
of aG7 propet'V lD a bloc:bd ICCIOUDI al tbe time tJI aucll .,.._. 
'"' aad (b) .. .,....,., ot ... lht d'«<i.-. ... " lht Ol-d« 
lb&ll bt tile buio lor the_.... or mcpilioo .t - riel>~ 
remt.cb'. powtr, or pri"''ilqe with rnpm to.« iawratia. ..,.,, 
property while U. a b1ocbd actOWI~ (imtpoetive ol whottbtr 
tueb proper" .. ., in a b&oc:bd aecoun~ at tbo titM or .. eh 
ttanolcr). 

(2) Unl•lic<nted or olh......,. outbori><d by me 8oemoty 
or tho Treuury, no t.r&naler bt:fon! the el!f!C!tift d.t.t.e or the! 
Order abaJJ bt !.he bMis (or- lhe wertion or r«<initiou of a.ny 
t'lch~ rtmedy, po'*'et, or privilcs:e with respect &o, or inteml in, 
any property while in a bloeked &OCOont unite~ the ptt10n whh 
whom tuch blocked aooount. ie held or ma.inLilc~ h.cJ writY!n 
notJoe of tht ttanafer or by aoy wriuen evidenoe bad ftiOOplud 
tuch tran.(er prior t.o the efec&Jve date of lbt Order. 

(3) Unl• otberwile ~ an appropriate lioehll or 
o~tlf authorU.ation i.-ued by the Secretary or 1he 'T'reuul'7 
w .... durin&. or oll<r o llODII..- ab.U .-lido10 oodl lnDIIer 
ot reeder it en(~ to 1M .me mat u h woWc1 be •alid 
.. _,_ bul , ... lite--"'- $ (b) "' lht 
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l'rodU., with 1M - ....... .-ndod. and Order, ....,.. 
~ iflltnletiool. a.od ru1jqs iMU«< tbeteundtr. 

(4) Aoy llaool« &lleel<d by tho Order ond/« thjo &totnl 
ru.llna and involvtd in, or a.risi.nc out of, any ael~n or proc:eed. 
ina in any Coun wi\biD the Uoittd Statetth.all, 10 far a.e a.f· 
feetecl by the Order audlor this geotral ruHnc be va.Jkt and 
enfometlbte fOt tlle purpOee of determinin1 for the parliN to 
\he action or prooeedioc the righti and Jiabilitiet thtreln liLi· 
pled; J)rovided. however, that. no au.eehmenL, judsmeru, de­
tree, lien, e.xecutiol), gamisbmen~. or olber judicil\ll)rOC:M* N,aJJ 
oonJeror create a gre-ater right, pov1te.r, or privUette with 1'1.'tpc!C~ 
to, or int.ern~l in, arly property in a blocked aoeount. t.tu~n the 
ownu of tueh property C!OUkt create or confer by volunl6ry ae1. 

prior eo tlle bltuanoe or an appropriate Hoente. 
(6) y.,. tht """-o/ th;. ~<••raJ ru!;n&: 

(a) the term "'trandu" gwj mesn a.ny aetu.al or pur· 
J'O'I«< ""' .,. __.,., wbeth .. .,. no• tMdtii<Od by 
writi.a& and wbelber or not c.toa. (11' performtd within 
&he Uru\edStat~ &be~ in~~ore!eciofwhic:h 
.. to c:t8\e.ILlfftllder, reaeue. t.ransftr, or alter, d.i.nletq 
or iadlnctly, any ri&bt, rtmedy, powtr, pnriltp, or 
ia~erut with rt':lpftl toa.oy proptfly Mel withou\. Um.ha .. 
don upon &be foregoing !haJJ indude tM makinc. uec»­
Uon, Ot delivery ol any assignment;. power, eonveyatlff. 
ebtet, dttlaratioa, deed. detd or trust. powt't or at tomey. 
pOW'ff or appoint.merl"' bill or aa)e. mort~ receipt, 
I.JI'ffmto~ conttac~ certifi('Ate, gift. tale, a1lk:l&vt~. or 
tl&t.tmenl: the t~ppojntment. of any agent , tru.tteo. or 
othtr Sduciary; the crution or lramfer of any lien; Ole 
1-.uanre, doeketlog, 6Ung, or the levy of <N' under a.ny 
judaroen\., decree. a.tt.aehment, e,;eeution, or other judi· 
eial or tdminia:trative procees or order, or the eervioo of 
MY prniahmeot-; the acqui$ition of t~ny inttreet. of any 
nature whAtaoeves- by reaeon or a jud&ment or d~ or 
any f~p eountry; the fulfillment of any condhion, or 
\be dtrcile of any power of appointmen" potttr of 
t.Uomer. or other power; provided. however, &ha\- the 

; 

:n 
• Wna' ""'ltanlftl"" lfWl DO'-be dttmed 10 iDchdt ........, 

by opttatioQ or law. .. 

(b) tho tmn "Jli"OI>U'1" ;..Jodto p>ld. lilvw bWilo.. 
CWTt:D,-, U)in, trtdl&. -eewities (u that term ~ cttbecl 
ln ~ec:taon 2 (l) of the Securh.le& Att of 1833 M 

amended), billa or exchange. nottt. draJta. aocep­
eheeb, Jette~ of cttdi" book cred:ite, debte, tlabt~~, 001r 

ttao~,, n~liable doc~ta of th.le,. IOOft.CJ«M, Ue:o1, 
annuatau, U\lutance polJCJet, options, and fu tutN 111 
commodit.icw, and evidences of any of the fortgoina. 'Tho 
to-m "property" lihall no\, except to the exttnt. indieattd 
be dotmed to include cbat-t~ or real property. ' 

(e) the r.erm "bJcd:ed ac:couat "Mall rer~ 10 a bkded 
aooounL (indudin& l!&fC": de.po!it box) of a puty to Ult 
lr&.MI'N' aod aha.ll ban the mtattint preecribrd in Otn· 
tnJ Ru.llnc No. 4. utepl that it lhall not be dormtd to 
ind~ an aoooun1. DOl· ueat.ed aa a blotted I!Ol'OU:Qt bt 
\he ptf'IOft with whom tueb tc'ClOUDt il bdd or ..;... -(d) tho ...... "deeth .. - altho OniW' obaD .... 
tho._..;., pnRribod m a...raJ Rulioc No. 4._ 
t.ba\ &be •etreet.iTe date or the Ordrt" u applied 10 ... , 
ptf1C)ID • lw»e llaiJIIe appean Oft ~ Ptodaiawd Lil4 ol 
Corlain Blod:od NalioiW>oball bo theda10 upoo • blch 
the • ..., o1 ouch pmoo &.n appeared oo ouch lo~ 

(e) &he term .,trand'tr by operation olla.,... aht.U be 
deemed only to mean any U"allsfet of az~y dower, eurtcey, 
oommunhy property, or other intetMl ot uy na\Urt 
wbat.eoevu. provided that suth tnllafu a.rieM IO~ly 
.. a ooneequcoce of the uia.tenee or ebtt~,e ot m.arha.J 
11.at.u1: any ttanefer to any pertan by inta.t.ate IUOOCII­
aion; any ttantfer to a.ny persoa a.t adminiltra\Or, eretu· 
1.01', or othtt 6dociary by reason of any tatament.ary dJ .. 
potition; any tnnafer to lilY penon.~ admlnl.-ttt\01', 
f!'Xocutor or fiduciary by reuoo ol judieial appolntme:t~.t 
or a,pprov&l in cooDedioD with allY ••~LilY ~ 
J*itioD or intatat.e ~i uy tratllfer pvta.ant 
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,. (i) N•lllerlaodo RoytJ Decno or May 24, 1040, and 
(il) NorwtJian Provilion•l Deere& of April 221 lGCQ, 
ronc:trning ~e monetary l)'ltem, ete. 

(6) Notbingcoowntd In tbiai<".,..L rulingtbtJI bod­
to dfeet in any., .. , erimloal liabilisy (<w violation or the Ordtr, 
.,. <be rqu]oliooo, rulinp. dreulan, .,. iostludiona ioouod 
tbem:ander. or iD conoeetion thtHWith, or to otbetwiee modif7, 
anyp<Orisioolhonol. 

Bycfindioa ollhe P>oold<nL 

.. \ran. 21, 1842'. 

H. M.Q~M:;:~:STBAU, Jr .. 
&tadary ., til< '1'-., . 

··----·-
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Dear Yr. Morgenthau , 

laiTIIN IMIAIIY, 

WMNI•CTO•, D. C. 

19th April, 1942. 

I have juat received from England the 

photograph of Yr. Churchill which you aenb me on the 

16th February. 

'l'lle Fr1me lllnister bas had great pleasure 

in signing lt !or you, and I aend lt to you herewith. 

I am glad be admlta that this 1s not his habitual 

expresslonl 

Yours sincerely, 

\'be Honourable Henry lolorgenthau, Jr., 
Secretary of the ~eaaury. 

( 
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neur Mr . s ecretary, 

The Wi llard Hotel 
Washington, D. C. 

April 18, 1942 

I passed on t o the Chancellor of the 
£r,che1uer your enquiry about s pecial campaigns for r aising 
funds in t he United Kingdom, and he has now asked me to give 
you the foll owing message. 

235 

The War Ships f1eek cam;~aign ..-as organiZed by 
the Nati ona l Savings Committee and i t s Scottish end Ulster 
count~rparts . These central comoittees ar e responsible under 
th" Tr easury for the conduct of t he V1ar Savings Campaign and 
opera te through a ne twork of appr oximately 1470 voluntary 
local commi t t ees cover ing the whole of Grea t llri tain and 
Nor thern Irel and . Well over 9 5% of these committees or ganizeL 
a l ocal week during the period of t he campai gn . 

The ser i es is not quite fini shed , but to 
da te i t has rai sed 526 million pounds . The simila r v;e.r V/eaoons 
v.eek ser ies in 1940-1941 r a i sed 460 million pounds . The appeal 
i ~ confined solel y t o subscribers to \'1ar Loans as t he Tr easury 
h~s avoi ded maki ne any of f i ci al appeal for gi f ts to t he Exchequer 
on the ground tha t t his forM of pa t riotism should be l ef t to 
individual i nitia tive . The series has , however, s timulat ed a 
cons i de rabl e number of gifts and l oans free of interest. 

The fundamenta l idea of t he ·,.eel< was t o link 
an a!).,ea l for subscr iptions t o War Loans with t he Royal Navy 
by •adoption" of H;K. ships by t he communitie s hol ding the 
~ eek. Each community cbose as a ta~get f or i ts week the cos t 
of ouilding a particul a r c l ass of vessel and a vessel of this 
cl~ss ~as then a l l oca t ed to i t by name. Tbe ~eek was marked 
by service and civil defence pageant ry center ing round this 
naoe and s pecia l centers for sal e of secur i tes were set up 
throu •hout the distr ict . If t he ta r get figure ,,as reached (as 
i t ~as in practically every case) the community then •adopted" 
its Vlnrship and a suitable exchange of courtesies and t rophies 
"<IR arranged to mar k t he occas i on . 

As r egards l arge anu ins t itut i onal inves t ors 
it may be tha t some money which ~ould normally only be made 
r.va1l abe t o t he Government on short t er m loan through t he banks 
(a type of l oan which d i d not count in t he 1'1arshiP v. eek total ) 
has been dive rted to da t ed l oans and has to this extent eased 
our probl em of pos t war finunce, but such diversions should 
not be exagger a ted. The main effect of the week has been to 
1opr~ ss upon the general publ ic most forciblY the enormous cos t 

::e Honourable 
Renry '!or gent hau , Jr. 

Secretary of the Treasury 
tashington, D. C. 
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of the wa r and the consequent necessity for the r educti on of 
civilian consumption to an absolute minimum and for lending 
the resulting savings to the State. The results of the War 
weapons Week series show t hat we can hope for a further gen­
eral increase in the l evel or personal savings. One .further 
r esult or the Week has been to strengthen the machinery of 
volun tary local Savings Committees, to introduce new blood 
into t hem and generally to act as a tonic to t he War Savings 
Campaign. 

Yours sincerely, 
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M:r 4 .u 1b'. Prea14ont.: 

I - NMillc J'Oil bAtrewlt.ll a 00p7 ot 
a TffZT lllt.ereat.lllc lat. t.v wlllob I ban reoo1 n4 
troll Sir :rr.4ar1ok l'tl1111pa oa bow t.ho7 oro 
t1Aalloill4 t.ha WU' ill Kll310114 t.Uoup t.ho 
Tolllllt.oar •78t.-. 

I t.hlllk ;roa woul4 ba part.1olllvl7 1nt.or­
oot.o4 ill tho tollowiac oxoorpt. troll thlo lottv: 

•'!'ho •Ill ottoot or tbAt wook baa 
b- to 1aproaa \IPOil tho seoral pllbl1o 
moot. roro1bl7 tho onoraoua ooot or tho 
war aad tho oonaoqu.nt. nooooo1t.7 tor 
tho ro4uot.101l or o1T111an oonau.pt101l 
to an aboolut.o a1A1a1a 0114 tor loadlll& 
t.llo roault.ID& oaTillcO t.o tho St.at.o. 
'!'ho roalllt.a or t.ba war woopona Woak 
oarlu ah- tbAtt. wo oan llopo tor a 
t\&rt.hor a-oral llloroua ill tho lnol 
ot ponODAl ••TillcO·• 

S11loarel7 roura. 

'rho Preo14ont. 0 

'!'ho Whit. a Houao. 

23? 
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April 22, 1942 

Dear llMAOr: 

I - MD41As 7011 ller...,U.II a 
copy ot a •e~ 1Atereet1Jlg letter 
wllioh I han reoebe4 ~ Sir 
lreder1ok ~ll1pa OD how tlley 
are t1nuo1Ds tile war 111 111&1&114 
thro\18b the •ol1111teer •Tat•. 

ArteoUout•lT, 

Kre. J'rallkl1A D. Boo .. nu, 

!be lbite Bou••· 

238 

n ·""'·c . 
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.Qrll 22, 1942 

... 
• 

I - • 'he ,_ IMr.w1 \Ia • oopr ot • 
nrr iA~erenlA& hUe wllloll 1 llan reoe1 .... 4 
rr- S1r 1'N4erlu l'll1lllpe oa 11ow \la•r u. 
ti.DUoiAC ~llo war 1A lllel_. ~ \lie 
't'Ol111lMG' ·~ ... 

I ~ J'OII ~· 'be pv\lol&l.UlJ' 1Ahzo. 
.. \eel 1A ~llo toUGWiAc uoerp\ ~ tblo lot~: 

•'ftle ..ta •tteot ot tbo -II: IIU 
b- ~o iQreu 11po11 n• .-•rel pllbU• 
110n torolfllJ' no w=• _, ot no 
war aD4 tb• ooaaequ.at D•o•ooltr tor 
tbo n4utloa ot ol•lll .. ooaawtptloa 
to u •boolllte 111At.a Q4 tor ldlal 
\lao ronltlq ••~ to \bo steh. 
!tao n•lllta ot tbo -.r ... pop WMII: 
oorl.. •bow tllat - ... bope tor • 
tu'tllor .... rel 1Aoro .. o 1a tbo lonl 
ot poraaaal ••~·· 

Slaou.lJ' J'OIIH • 

239 

Boaor•blo Barr7 Bopll:lDe, 

!tao alto .-o. 
.S: s ·c.r. ;L. : r " 
B;vl'III-­

J;...,.,,c.. 
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.t.prll 22, 1942 

Dear BeJU'7: 

I - aea41ac JOG herewUh a 
cop7 ot a •err 1Atereat1aa latter 
'tdlich I hue reoehe4 rz- 111r 
Pre4er1olt Pll1U1pa oa 11- thq 
are t1Duolac the -.r 1A J:aclu4 
throuP tile •ol'llllt .. r •T&'•· 

S1Aoerelr rova, 

Honorable BeDrT .t., wallaoe, 

T1oa Pree14ent or the u.s. 

2-10 
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o.ar I.alllllll 

I • aadlq 1011 ll~\k a 
00p1 ot a Yal7 111hra•'bc la"v 
'llllloll I n•• reee11'e4 ~ au 
rr.ctariok ft1111pe oa llow U1e7 
ua rl.auolq 'll• ~ 111 JaclUil 
tllroush tile •ol11Dt .. r a)'U4a. 

Sllloaral)' roun, 

(I I«Jto4) ~'••1'7 

Honorabla tauoblla Ourr1a, 
•4etatnra'h• ANia\ut to tile Pr .. 14at, 

ltdte BaolaM • 
W&alllllc\Oil, D.C. 

S .S. ~- ;: IV I':-· 

'/7. m e . 

t 

t - 241 
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April 22. 1942 

Dear Harold: 

I a ••D41As you herewith • 
oopT ot a Ter)" 1Ater .. uq letter 
wbioh I heTe reoe1 Te4 r- 81.1' 
J'H4eriok Jl!lil.llpa Oil h- thaT 
en t1Aaao1q the war 1A Illalu4 
thl'oup the TOliiDt .. l' 8J'8U.. 

SillcarelJ' your•, 

(i lptJ} ... >Y 

Honorable Barol4 Saith, 
D1reotor ot the Budset, 
bah1nstoa, D.c. 

.:>;.~<:. 

., 242 

<. . ..........., (.";>./ .......... ,. ,._ .:::>__...,.--:- r ... 

Regraded Unclassified



~ 22, 1942 

Daar Leon : 

I - aaa41.D.c J'O\l llarewi \ll a 
oopJ' ot a Yary 1.D.t.eran1.D.c lat.t.ar 
wbl oll I llaYa raoaiYal traa Sl .r 
Fradarlok Philllpa on how t.llaJ' 
ara t1Duo1.D.c t.lla -.r 1.11. lllglu4 
t.llroup t.lla Y01111lt.Mr a,..t. •• 

SinoeralJ' JOur&, 

•) lloOLY1 
.)\ it))D,.. 

Honorabla Leon Bea4araOD., 
Ad.ainbt.ra t.or, 
Ottioa ot Prloa •4•fn1at.rat.1on, 
Wu h1Dp on, D.o. 

.- U3 
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4pr11 22. 1942 

DMr ll&rriaor: 

I • ou41Da 70U ll.vewUJa a 
oopr ot a ••r.r 1ator.wt1Ag letter 
wllioll I ll.no r.oe1Ye4 tr- 81r 
lredoriclt l'ta1.111pa OD !low t.laeF 
are tiauobg the wu- 1a 1n11•"" 
t llro\l81l tile •olwat .. r om-. 

SiaovelF JOQr& • 

Honorable ll&rrbor s ... ol••• 
Cbalr.aa0 
lo4oral lleaarYa Bo&N 0 
Waoll.i.ng\oa. D.c. 

244 
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April 22. 1942 

I .. MD4111& 7011 heHWi\h a 
oopr of a •err 1A~er.n111& leUer 
.eioll I haY& reoe1Ye4 b-. 81r 
Prederiok PllilUpe Oil how \her 
an tiD&nolng the war 1A Zll&lu4 
tbro\1811 ~~~· •olWl~Mr •re~•· 

81Doerelr 70ure • 

Proteuor AlYh H&uell.t . _ 
Je4er&l ~e&:l'Ye 8c)&rd I!IU.ll41ng0 
•u~. D.c. 

t. 245 
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Ap:r1l 22, 1942 

Dear Don: 

I • on41.Dc JOil llonwi\h a 
copJ ot a TOZ'J 1A\aroa\1JIC ln\ar 
wllicll I llno raoo1Ta4 rr- S1r 
lrodorick Pbllllpo on how \llOJ 
are tiDaaa1As \llo war ln JDsland 
throusll tho TOlUD\aor •T•t•. 

SiaaoralJ JOIU'O, 

Honorable Donald ••loon, 
Chair~~&~~• 
war Produo\lon Joard, 
lfaahloston. D.O. 

I 
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April 22, 1942 

Dear Sea: 

I aa aea41ac you herewith a 
oop7 ot a Ter,r 1otereat1ag letter 
wllioh I hue reoe1Te4 rr- au 
rr.4er1ok Ph1.ll1pa oa how tha7 
are tiAanoiag the war 1D Bacl&D4 
tbroup tbe TolwatHr •7-'•· 

Siooeral7 ;roura, 

1114&e SeaaeJ I, loa.-, 
60 Cctra stree\, 
... York, •- Ton. 

71-m .c. . 

,­
L 24? 

' 
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Treasury Oepart=ent 24.8 
Division of Monetary Res.-rch 

Oe~•••-••••••••••••••••oo••••••••}9 

To: l!rs. ll.cHUilh 

L. Shanahan 

This is cabl e pre~red in response to 

Secretary's request (relatinr. to letter 

t o Secy. from Sir t•rederick Phillips , 

dated April 18 . ) 

0 

I 
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• .,. .. .u. s. .- •'- n.s.w, ""' -. -. u 11oe 

nll .. 516 aU11coll ,....., 1lle olaUar ..,. ... ~ ..... 8 ..,_ 

,_ 1• 1940-41 r.Se .. * .suu. ,....., n. a..,.alu -

n. .. oololJ to ftbeerilotn to War L•• .. u. ~ 11ae 

I'J0 1ded • ldll& _, oU1cW .,..1 t or t U'W to \110 bcbequr 

011 t ile CI'OUJOd \Mt tiiSa ! ON O{ pat l'iO\Sq abool4 be lett \o 

111111 <r1diMl S.S \Sathe, '!II. Hl'i• liN, bll u w , eu..la w • 

•tt. f'md· mtel i d .. or t be IIM k • • to l ink .., appeal 

ter o•'bHI'ip\1..,. to lar !AaM wit b t he Royal. laY)' bf • • pt1oal' 

or 11 ••• ebipe 111r U. eo-..1t1• llold.ift1 tile ••k. laob •-­

aal\J oboeo •• o t arset tw ita ... 1< the coat or bu1ltl1111 a 

partlcoalar elaee or -·1 Ud 0 TMOel Of t iiSa cl ... • • o t he 

all-t.od to 1t tv -· '!II. 1IMit we _,... bt oorrteo ond 
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oloU dol'- .....,...., c..tertQc ro- tbio ,.... and opocW 

-ton htr Ml.o or aowritS• _.. N t ap t lro1a&Jioat tbo 41o­

t r1at. I.r the tarp\ l'i.,.... - ........ (u St - Sa preets.llJ' 

alllo _....,.. ol' --.uo alld \rOplll• we ....,..C to Mrl< 

the _ .. 1_ 

•u ......... lup 011o1 S.Otl\IIU-1 S....to" 1\ • IIJ ba 

\loot ·- ...., 'IIII1Gb -1· IIOIU11J OlllJ ba -- .......U.b\o \o 

t ile Ocooa ' • ~ - 1- ,.._., t M '-lie (• VPo ol 
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TELEG"'A!: SENT 

ELP PLAIN 

Apt-11 22., 1942 . 

AMEI~BASSY , 

LONDON ( ENGLAND ) 

1730 Twrnty- sccond 

FOR CASADAY !'ROI! TI'E SECRETARY OF 1'!i ' TR£ • ..SURY . 

QUOTE Th< Stct-rtary t s keenly intet-rstrd in 

253 

leot-ning as much as ~osslble and as quickly os possiblt 

about thc Wat- Ships 'Htk a"1 any ot het- sprctal 

campaigns to lncrrasc voluntary savings t n England , 

lit vnnts dr t a1lcd tnformatton on thc ac t ual oprrat ions 

of t~ e voluntary local Savings ~o~~it tccs . Thc 

Stcretary dir rcts t hat you go out into thc Ci rld at 

onc c , sclrct a number of r cprrsrntative comMuni ti cs 

in c1tirs , rural distri cts, and i ndus trial nri6hbor­

hoods , and get as much intormott .,n as you can with 

rrspcc t t o t ;; r c om!>os< t ton .,r t hr local com.,tttrrs, the 

techniques cmploycd, ~nd thr r esults obtained. ~end 

bock comprchrnsiv r and de tn•led rroorts by cablr . 

Clear· ith the ,;.cttn.; .• mbass&dor and ouch srtttsh 

authorttlcs as may bE nrcrssa ry brf?re starting out, 

but dn not delay your drpartur r . 

In y?ur ~nv rs t1gat1ons, do nnt bq;tn r·ith th< 

central or t op organizat ~on , but begin with thr small 

l ocal c~~itt rrs ~h~ c ?ntact ~- c pr osprctivt bond 

buyer, 
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~uy tr , and lattr work rr~c tht outaidt toward th t 

ctnttr, srndlng frtqntnt cablE reoorts as you go 

along . 

Some of th t sptclf lo quEstions t n whtch tht 

Stcrrtary would l ikE t o havt answtrs art a s follows : 

254 

What kind of oErsons constitute tht l ocal c~mmlt ttts; 

how art thEY stltcttd ; d~ they rtctlvt oral, prlnttd 

or radio i nstructions? To ""at extrnt ts thE ,.~rk of 

the co~itttts in ttt fi eld sunolc ·enttd by radlo, by 

spetches , by advErt i sing ~r other medla of r rachlng 

tht publiC? Do thr committees call on lndlv \duals at 

thrtr homts? lf so, aopr nxtmattly h~w much tlm£ ts 

usually sptnt i n tach hom£? Do thty work singly or ln 

pairs? Do thty work from houat to housE , or do thEY 

obtain tn advancE a llst of otrscma to sr£7 or de 

they walt f or proplt t o call at the centers tsta~ltshtd 

f or tht salt of stcur~ttcs? Art quotas ustd for 

tnd l vlduals, cr groups , c r plonts , or small organiza­

t i ons? What kind ? f s?Clal orusurE , lt any , ls 

cm9loytd to gEt thE peoplE t o buy oovcrnmrnt bonds? 

Art opptals ~ad£ only t o t nd1vlduals, or also t o 

organizEd gr oups such as lubor unions and tmplnyErs 

aseociot l ons? •·that do tht l ocal comm1ttets strtss 1n 

Wt art 
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we arc aop tnding t nr y~ur i nformatltn part of a 

lttter on the oubjcct rrocivcd by t hE Sccrrtary. 
' 
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SinglE QUOTE The war Ships WEEk ca:nra lgn was 

organiztd by the National Savi ngs Commi ttee and ita 

scottish and Ulst Er counterparts. Thtst central o'm­

mi ttecs arc responsibl e undEr the Trtasury f or the 

cc-nduot .,r the ·,ar Savings campaign and operatt thr~u,;h 

a network nf onpr~ximately 14?0 voluntary l ocal 

co~~ i ttc cs ccvcr \ng trc •h'>lt of GrEat Br itain and 

Nr rthcrn Irel and . ~/ el l o vEr 95~ of thlet c -mmlt teu 

· r ganlz td a l ocal wctlc during thE period of th E 

campa i gn. 

Tht sEri es ls n ... t quite flnlacd, but t~ aatt it 

has relscd 5'<!6 l"llli ..,n p•unds. 'l,c slmtlnr /ar 

•;capons "/££~. serics \n 1940- 41 raise-! 460 mllll<'n 

pounds . The aopcal is c nf\ncd s ~lcly t r oubscr :b crs 

t~· ·1nr L..,ans as th e Treasury has av ry idtd oaklng any 

cffioial ar·•cal f ..,r gltta to thc Exch•oucr on thE 

gr~und t hat this r~rm ... r pa trln tiam should be lcft t ... 

incl' vlual lnitlatlvc . Th t s r r\ca has , h"<tvtr , 

s t imulat Ed a o ..,naidtrRblE number <f gifts and l~ano 

fret ..,r intEr est . 

The fundamental •.d£8 · :: thr •t ctl< '1188 t ... link &ro 

appEal r - r oubscrtpti , n• t' · .nr LNlnS .. tth the nryal 

Navy 
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Navy he d nublc QllC'T£ ad npt \'ln £liD d" ublc QUOTE 

rr ' ' ,I' • Ships by thr C -,rnmnitl U h ">l d lng the WEEIC . 

Each community Chi)S£ as 1\ tar.;rt f nr Lts weEk t he 

CC'St nf bulldlng a parttoular class ,.,f vEssEl and a 

vcs~El -r this class was thEn all..,cntcd t ,., lt by 

nll'l\E , The w£Ek was mar',ed by scrvt<H an·1 civil de ­

fense pa6 tantry c rntr~in~ r ru nd t~1s na c an1 soccLal 

centers f•r sale ~• se~ur • t ~ rs u erc set up tP~"u0hout 

the d1str i ct . If the target flgurr was reached (as 

It was i n practically every case ) the community then 

d"Ub l e 'HOT( ad , pt td END 1 "ublr QUOTE its wars hip a r l 

a suitable exchan.,E " :: C"Urtu i cs an1 tr • ohlcs was 

arrang ed t o rr,&rk the <>ccasi ..,n . 

As r E~ards largE a nd lns titutL~n'l l t nvEs tnrs i t 

may b E trat ""mt m' nty •·•hich w•uld n ~rmally " nly be 

made availablE t - the r.•vernmEnt ,.,n s~-rt terw l-en 

trr nul!h tre banks (a type -~ 11)8n •·hlch dld n·t C"unt 

in t h e 1'/arship :lEEk t r> tal) has b ccn diverted t <' datEd 

le-ans anri has t" this cxttn t raH •' •ur pr blt., of 

P"St wl\r f inanc e, but su1' •! ver, ·ns s» uld n't b e 

ThE -.·• In ef t' Ect r- r t •e .. eek has bEen t " 
exaggerated . ~ 

l1nprrss up ::-n th E general public m?st t ?r c ibly the 

cn, rm,.,us c ost ?f t hr war and thE c nnscqutnt necrsstty 

f nr thE rcduob1on nf civ \ llan cr. nsumption t o an 

d f ·'r lendi ng tht r EsultiOG savlngs 
abs~lutc min imum an 

t " th t 
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t c the stat~. The results ~r the •:ar \'fcapoJa · .• tck 

s er i es sh~ t hat ~£ can h~pc r~r a furthcr i cnrral 

incrcaac Jn tt.'c ltvEl .,r ncrs~nal savings . /. OnE • 
further result ~r thE /tEl< hEJa bEEn t ., strengthen tt £ 

mEJch inrry • f v· lun tEJry l ocal Savlnga c~mmi ttcts, t o 

intr~duc t ntw bl~~d lnt• them and generally t~ act as 

a t · nic t • thE 'lar Savln6s r. a .. ~atgn . EIID singl E 

ano-rc: . 
lie rccrlvtd t >dav t'- t budget mattrlal rcquut-<' 

tn · ur cablE »• . 1593 -.r .. or11 15. Thank y"u f "r 

!lULL 
(PL) 

• 
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.. 
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Second l'.e?Ort to the Cuban OovotT-"C:nt 

~·.pril 2:! J 1<";42 

Porsonnel of ).:ission 

G. '". Eddy, Trooeu!")" DopA r=t 
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Ti. R. Gcr<lner, !loltrd of Govomors of tho 
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o. B. Vust, Bcr.rd of r.cvomors of the 

Fcdornl Rcsorvo System 
1: . D. r.hit.e , Chief of l'ission, 

Trcnsory Dcpartocn~ 
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.wm!ICJ\!1 TECI!!IICJ.L l.IISSI09 TO CUBA 

APril 22, 1942 

))ear Mr. 111nister: 

The Alooricnn Technical Uboion to Cubn WQS ornaniZ<ld 
by the l]llited States G<Nern::l8nt nt tho request of the 
cubnn Qovorment in Septetlber 1941 to atudy Cuban mone­
tary nnd credit problems nnd t o m>l<e such recor.m>endntions 
as oooo:ed appropriate. The llission, os you know, spent 

• 

n nwober of weeks in Cuba studying "''terial mue nvail­
nble to it o.n:l interviewing Qovorment o!!iciaJ.s, bankers, 
bosinessr.1011, representatives of trade usocilltions and 
othor persons familio.r with Cuban banking o.nd credit needs. 
The IJiSSion su.lx>itted its !irst report in Novotlber 1941. 

I on herewith subrnitting to you !or the consideration 
or your Uover~nt the second report or the !Ji3sion, deal­
ing Tfith the establishoent of a Contrnl B<lnl: nnd the recon­
otitution or tho Cuban Stabiliznt.ion Fund. The coopletion 
or this report hM been deleyed owing to tho !net that the 
outbreak Of >1ar h.\9 lll[lde it impossible for the memberS Of 
tho r.u.saion to devote as much timo to tho roport '" they 
had expocted . The l.lis>i.on prep:lrCd ito roport in :tnalytic:.l 
rom because 1 t felt t hat this form would be more helpful 
t o the Cuban Government than "ould n draft lnw. 

Tho :11ssion would like to c!lll :tttontton to the con­
tribution whtc.'t callf CubanS mvo a:tde to this report. 
U:qy orc~znttons ~ individ~s generously con~riboted 
in!onl<.tion and advice t;.'lile tho :lission w:ts in Cuba. The 
!Jiadl.on tms also h;:d :.t its dUposlll s tudies \lhich officials 
of the Cubl:n Qovernoent mve Dildo on ""netary nnl credit 
problllDS uhich r.ore round to be vory helpful. 

Sincorely yours, 

Jl jJ Y:J.. cZ:.. 
H. D. r:hito, Chio! I 

/,pu)ricllll Tochnl.cnl Jti:lGion to Cuba . 

!lonornble Oscar Garcia Uontes, 
!Jinl.eter of Finane<~, 
Haban~, Cuba. 
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DmlODUCTial 

Tho UJ.ssion boa'>n its work with thu r vuiuUo,l tlut CUbnn 

nonoMry .md credit problccs differ mntori>lly frcn those in tho 

l!nit"d St.ntos nnd th'lt it is essentiAl to duvhu nnd ncor.V'Iond n 

progr:u:~ suited to Cuba ' s speciAl conditions. Tho llission therefore 

Ius studied tho eXisting Cubnn oonot"'"Y 3nd crodtt ore'l!lintion 

:md pr3ctiCO in Order to providu ~ f 'CtU'Il b3Ck~:~"Ourd 1(p1nst w!lich 

to to:'tlubtc its rGeoaJCn~tions. llh•t sc..c t.O b<o ;r.on,; Olbn •s 

prineip31 probla:>s in thL ti~lds of uon~')', for~i~ cxch'!llg~, 3l'.d 

b3nlr. credit :>N s=o.riZ'd bridly b~l01• eo t h>t th. r eca:DC!l<btions 

CUR.'. •s Dlli'EliDENCE For over 40 yc>rs tho l!nitcd Stotcs dollar has been 
L'PC»l DOLL.'.R 
CUR.WICY .ND lcg<ll to!lder in Cuba. lfntil r .cvntly dollar currency 
FOREIGII B.JIXS 

~nd doll<lr deposits h~vc bocn tho princi~l aodluc of 

c.xeh:m~;c. Since tho elosinc of thr~• 1 'II'C0 Cubnn b:mkll 

in th.; depression followinc t~ l:ut ~, branch 

ofticcs of United sto.tce 'llld C:>.n'\di111 bor.l<s h>vo ho.ndlcd 

oost of Cuba's b:.nking buain•SS· Cub, Ius bc.;n to a 

lor~o extent :>n o.ppc~:>&o of tho lfnitod St1tcs dollar 

monet:>ry systa:> . 

This status lud sene undoubted advnntnscs. The 

oonoy of Cuba, boinc doll~rs, could not dcproci,te 

in t a ros of t ho gonoy of tho lfnitcd St:>tcs, mt!t which 
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cost of CUb:> 0s tndo took phco. Th~ br"lnchoo of the 

united Stat~• Md C:on'~ b:onlcs 1rorc oxcc~Uonoll,y 

atronc. Uorcovor , <~dditioml b.>nlt credit could ba oodo 

av,U>blo froc tho hct\d offices lrl>cnovar tho bnnchco 

f~lt thlt there no .> .;ood op;>ortunity for lld~ition>l 

lc)'\ns. 

:~.rlnst th ... s~ ::u.lv3ntng~ws1 hO\T(;;vcr, thoro h:lvc boon 

sov,r.:ll. dis~v:u"lt.'lt:CJS, tho ~port"!ncc o! l:h1ch rr::y havo 

incrclocd considor.>bly sinct 1929. 

1. Llck of C<.ntral Since :1 Cub:>n bmk of issue could not l~vc issued 

Control Ovor 
ao.-.l< Cr..dit Unitod Stltcs dollors, CUb3°S retenti on of dollars '" 

its chief fom of money mdu tho <Jst.c!bliollnont of .> 

Cub.>n Cantr 'l Bank virtually '-"possible. llo Cuban 

:>uthoritt could bo chxr~-~ with r.sponsibUity for tho 

ndcqu.'lC"J of, or Jiv..:n rcccdi "\l !)I'J'J<Jrs ovvr 1 the volu::to 

of curruncy nnd b.lnk c r<tdit in Cub:>. li>G totol qu>n-

ti tt of currency, deposits, :1nd b:mk lo.mo in Cub> 

t.ndcd to b<: tho r.sultant of th. b>l.>nc" of in~no­

tionnl :>>ymcnt3 nnd the for.icn banl:s ' ju~onon t of tho 

risks of ;>otcntbl b:l!lk lo111o. Th: se :u-c ocr.~ct!Les 

(tho~h not 31~) undcsir,bl• r•zcl'tors of a n>tion•s 

supply of money :>n~ credit Md coultl h trdl:t prove " 

S"ltiaf3Ctory Arrln(J\JJC."lt tor "\ O.ltu.r~.. countr;r • ll-'lny of 

tho b'\nkc.rs thc:cs<:lvcs h"lv' r..::r"'tt~d the altUJtion, 

sineo , 1·nil~ they woro int.root~d prir.tarily in ccrtoin 
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most of CUbo •s tr\dc took pl:\cv. Th~ brlnchcs of the 

United St"tvs ;md C:tn1d1on b"nks wore cxctption<llly 

strong. llor oovcr, additionnl banl< credit could bo Mdo 

l.lV.\ Uablc frcCI the hand offices 1rl1onovor the br.:mchcs 

f elt that tharo ~· 3 coed opportunity for additional 

lo1ns • 

. \{;;linst thi:sc adv=Lnt..ng~..s, how~o:vc:.r, there tuvc been 

savcr.U dis:ldv311t3gcs, tho icport•"nco of ':l'hieh o:ry have 

1ncrc3scd considcr>bly ainct 1929. 

1. Llck of C..ntral Since :> CUban bonk of is:ru~ could not h3vc issued 
Control Ovor 
B>nk Credit United States doll:>rs, Cuba's retention of dollars ~• 

its chie f r om of money Mdo t ho uotoblishr.lent or a 

CubD.n Ccntr.ol Bank virtually iJllpossiblu. No Cuban 

authority could ~ chorg~d with r osponoibility tor the 

ndcquaC"J of, or ;Jivcn rtXIcdi 11 pqlturs ovvr, tho vol ume 

of curre ncy and bank credit in Cuba . 1llo total qu.>n­

tity of currency, deposito, and b>nk l o:!Jio in CUbo 

t~ndcd to bo the resultant of t ho bol:>nce of irttorno­

tional ;>3yl;:ents and the ro~i"' bonlts 1 Judc=..nt of the 

risko of potcntili b3lll< lolJ1s , These "ro sanctU:ies 

( though not alnnys) undoairnblv r ceul,tors of a notion ' s 

oupply of money and credit Mtl coultl h:1rdly prove " 

s'tisf3ctory <>rr <>nc<.lllcnt for 'Mtur• countt'l'· J.lony of 

tho bnnkcrs t hccs6lvos hwc N:p'utted the s1tuot1on, 

since , mile they wurc interested priMrily in ccrtoin 
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t ypes ot b:lnkinC busintao, nl.nost. r.U tho country 's 

credit notds dcvolvod upon tho foroien b:.nka. 

Thorc hove likewise bo<:n no Contnl B.>nk rediscount­

ins f>ciliti os 1n Cub:> t o which b:tnks could turn v.ilon 

in nocd of ndditionll curr~ncy or l<ndir~ cnp•city >It<r 

their own lo:tn:.blo funds wore fully utilized. tJ.thouah 

tho forvil;n bnncb b:lnks could dnw upon thoir ha:le 

officus when thO'J ,,1.shcd to, Cub:ln-Oimcd b•nk• h.we lud 

to rely upon th~ooir O""l!l rcsourc~.:s or borrow oi.thcr !ror.1 

eocpct1tors or tran b~nks ~bro~d . 

Rvt1rdod This J..•cl: of rcdiscountin;: f1cilities Ius doubtless 

Dcv~lo}DCnt of 
Cub3n-cmnod b<:cn ont~ of the t1.ctors rot"l.rdin3 th~ dcv~lcpa..;nt of 

B:ml<e 

~. !:.cononic COOt 
of Doll:tr 
CurNncy 

Cubnn-owncd bonks . Thor, 'U'c tod•:• only four ouch b1nka , 

or tThich thre;.: :'U"'IJ rellt.iv\oly sn"lll, .'\.Oc! or t1hlth the 

coobincd d~posits nr~ 1, •• th.'" 20 percent or the t otnl 

deposits in Cubn . 

Uso or ell\)' rorciJI currt.:\CY 'UJ , da:tc5t.iC i&i£diUD ot 

cxch~n~o 1nvolv~s a subat.~nti~ cost to ~ n3t1on's 

ll'OOnon;y. For Cuoo the usc or doll !ll' currency is fully 

as costly as it its ~ntir~ ctock ot doocstic hand- to­

h•nd currtncy consistod or cPld coin rurclltlscd :tbr o:td 

:tt its full monct~ry mluo. In :~odom OO!'Icttry systmo 

it h:ts bvca.~ nccoptad p.r'lcticu to u:N .:1s <!onc..stic t'lc'Uls 

or P"Y=•nt (in 'lddition to bar.k d•pooits ) notes or co1ns 

the intrinsic v 'llu~ of \thich is f,>r bololf th•ir "onct!ll'y 
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v::ll.uo. Thb:r c:.y, h<r.rcv, r, bo sccur<.d 1n pvt by v:UUA­

bl o ctt1ll1c or f urti Jn . xch>nc• roscrv~s . If the 

doll1lr currency in Cub~n circul 'tion nero r ep heed by 

l n issue of Cubtm currency, t ho <loll'U1! could enter 1tn 

offici<ll cxchlngo rc s, rvc 1.1\ich, to the oxt"nt that 

Cuban currency, " auld be anihblc to the C\bm cccnocy 

'lnd th;. like . "8] usin: <!olhr curr.ncy intcrn:Ul;;, ()>ba 

h'c ,ost ponc'<l usu of (but not lost) th" op,ortunity to 

inport nor ;; ta-'lchin<:r;, ot.h~,.~r product.ivu cquit:e.:nt, or 

coosunption LOods , t n liquid \to. forcl.;n d~bts, or to 

n1.k0 invcs tnent s nbrond. 

During ccrt'1in pe riods, .rurth\,lrnort., '1 loss to tho 

Cub.•n cconony my hlv<. b"un involve<! 1n saJc (but by no 

"'''"" nll) of tho doll:u- d.po:ito in b1nks i n Cuba 

a,.Unst \lhieh t hu bW.& hold dollor bll'lnccs "bro:~d or 
v 

ottwr forc.i~ l.Ss ... ts . 

It o:ly b'- r (.Qv}.:cd, h\A'\;V\.r, t.~l"lt th" -.;:ec:rh:nic cost 

Of U3int; doll • .rs i n Cub.1 d<>,S not n<."Jl tho't furcicn 

n~tions or forci,j11 l>1nkn h1N b.• n t:lkin(l unfair •dv>n­

tn~c <>f Cubn. The for eicn invuatncnts nndo in Cuba 

exceed the total iJl\ports nf doll:lro •~>n:r U."'cs over . 

Cub.'l on bU ·mco ll."S roct 1vc.d !'ron llbro'\d tnr uore than 

sho ho•s s3crifiecd by usinc doll3r s '" dcn,stic noney. 
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Scvcr~l nets :md docrc<. l:ms in th..J yvo.rs 1932-38 

ordered the coin~uo of specified quantit1oa of silver 

posos . 'Ibis c:>.rltod t..~o first 1Dportmt brMch 1n the 

uso of doll.-.ra 1n c:uM. '!111. ;>Ul"ch~so o! silw.r at the 

mrkct pr1cu and its 1ssu:.ncc '\S coney (olnost •ntirol y 

as silver ccrt1!1c.~tcs s.x:ur, d p..so for peso by coins) 

:>t the S:lllc uonet3ry vuu¢ u the l)>itod St~tcs silver 

dollar ;:we ria~ to L--,;>ort1nt s<1i;nior3co profits, \t!ticll 

covcr~d part or the Oov~rnn~nt 1 s ox,wneoa ~urine those 

troubled y<.<>rs of CUbM history. .\.s c<1rly os 1939 peso 

currency 1n public circuhtion, ::md ~bout 1131! o! tllo 

B~~s u11.'"'lt.=lin .:Urlust tully eovurcd positions in 

both cu..-r ... ncitG 'lt :tl! ttxu. 'i'h~t is, th..y no.inbin 

the ir :>-SO 3Ss~ts cqu.u to .heir peso li>bilitios >nd 

th"ir dollnr assets cc:uu to the ir dollar liabilities. 

Cub:t h'\a u~d ... consldur1blu :>roL-rc.ss O.MJ."J !roo the 

eoll>r syetun which ! or.ncrly pr~vailcdf novcrtllulcss, 

the ;:r<.scnt n.1x~c1 syst.<: : .Uso CO"l~J\5 a' v\otl""ll :>ro-

nouncc'<l ohortconine• · 
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1. Absence ot Peso There being s t ill no Central Bunk, there 1s still no 
Rediscounting 
and currency- •lender ot last resort• or bank or isaue where' banks can 
rssuint~ 
lblch!lniem obtain additional peso currency or peso lending power 

When needed. At times thoro has boon considerable s t rin­

genc)' or peso lending powor. Since certain cypes of l oans 

are now normall)' Clade onl,y in pesos (as n result of tho 

law of Jul)' 8, 19J9, for Which soe Section VI), this has 

been an added difficult)' for certain types of potential 

borrowers . 

2. IN~dequate Tho development or peso curroncl' nnd deposits has 
Foreign EXcht>nge 
Stabilization not included the <1Cqu1s1 tion of <1n official store of 
of tho Peso 

internation<>l monot<>r)' reservos by use or which tho value 

of tho peso in fore ign oxchnngo morkots can be supported . 

The principal t)'P<! or such rosorvos which the Cuban 

Government now hold• and could OlllplO)' for this jlll"pose 

is it!l store or sUvor, which !Ol.ght be sold abro<ld at 

the <>arket ;n.cc tor silwr bulllon, tar below its 

et4tutory p.>so value • . This silvQr cnn be a:>de aV<lilable 

tor export, however, onl)' by rot.irint~ tho peso Silver 

corti!ic<lteS n&ninst which tho coined silver 1s held 

as aocuri t)'. 

For some time after tho appearance of t he first 

iSsues or poso currency, tho Cuban balance of payments 

(SUpplemented by SOCIO export Of doll!U'S roplcced by 

thu "''" pesos) suf!ico<l to kovp the peso close to p<>rity 
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rlth the doll:u-, In 19)8 IU1d still more ito 19)9, how­

ever, the b.,l.,nce turned ~s.>itost t ho peso. \S 1\lre:uly 

st,tcd, Cuba h:ld no o!tichl naonoy td th tho resources 

to settle dny net peso b'lnncos by rolonsina .>ssets 

nccupt.,blo for p.>:Jillents o.broocl. Consequently the v.>lue 

ot the peso declinccl ito t~nn• of other curr encies untU 

t he lorror rate U:>S su1'fic1~nt t o r ostor o Wo.nce bctmlen 

t ho p-.ymcnts itoto pcsos Mel p'\}'I:Ont.e out of pesos. 

Tr'llafcrs out ct ;>csos m:ro no doubt itocrc'Scd by f c.vs 

of s till further dcprcci, tion. 

Since then the b'l'llcc of inter-currency ~cnts 

hos cvriod the peso cxch-meu r .,tc back t o p.>r with 

tho doll or o.nd oven abov... 01\ly tho lO!l'l t ender 

cqu.,l1ty of doll.>rs 'lid l)<. BOS ito Cubl hns prevented tho 

peso frac soin.:l t o o. con31dor,blo pr""ilml. Tho r il!ht 

t o import doll:lrs to c oku p.ao p.>;.,onts h..s kept tbe 

rnt o down. In tho> proccso D'"f ..U11ona ct doll.>rs 

h~vc :1z:nin ~one into ~D...r'll. Cub"ln circul "lt.ion. ~ere 

t lwy Qcquir.:d inst~:W bY nn offie11\l :>cuney ch=gcd 

with the r e sponsibility of st:>b1l1z1nc tho f or ei gn cx­

ch'lle;o vnluu of tho ;>cso, this :\guncy could givo rnr 

moro o!!'octivo support to tho poso, uthm ncccss."\.ry, 

th'n would n subsequent privnto r eexport of these dol ­

l.>rs. 
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.\cquisition of n stock of imported &Old or foreign 

cxch~~ngo r epre sents tho some oconOC>ic cost to Cuba "" 

tho !Joport of dollors described :lbovo. 11> t ho extent 

ncccss>ry to build up ~ stock suttlci<nt to give 

r c,sonoblo support to the peso durinc ony future periods 

of ndvorso 1ntor-curNncy P":l'!'~'llts, this oust 1B fully 

justified. lloroovor, during tho present 11>r, whan 

"""7 types of imports nro not ~voU:>blo md when its 

exports pr01111lso t o bo cxccptiQmlly lora<:, Olbo my 

inovitlbly ncquil'<l o stock of cold or dollors rcpre-

santins tho postpon"""'nt of ' ;:ro,t<r 'W'Iuunt oi potcn­

tinl imports thnn hns ever been invol vod in Cubn ' • usc 

of dollor currency. Ncvcr thcl oso, tho fMt recoins 

th•t Cub• docs not h>vo '" cff~ctivo orr'\nccmont f or 

stlbilizinC the foreign cxeh.ns<> v•lue oi tho p<so when 

thJ currant b>ll!leo of int<r-currcncy P"''IIonto turns 

npinst it. 

Thor .. is ' stronc t <nd, nC'J on the pnrt of Olbo.n.s 

to kcop owincs nnd invosbncn ts in doll·'""· .'J.though 

in port tl\osll dolhr s>vingo 1:1.1y bo invested in Cub>, 

they tend 1n pvt to bcc.>nO Clpit:ll .. xports to t ho 

United St4tos . 11\111 is, under ordin>ry cire~nst:lneco, 

" scv~ro drnin upon the Cub'\n ccon01Q7. CubM prosperity 

und<r normol conditi ons will require oxtcnoivc local 

invcs bncnt of pesos nnnunl ly. 
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The public 1 s willin&nosa to invest in CUban mort.­

eaaos ia reported to have buun Sh'lkcn by mornturiUD 

l ogl.slnt ion during tho 19J01s , l'lo Uission was unable 

t o explore this question cxtonai voly but t estimony which 

i t r eceived pointed to tho conclusion tha t this legis­

lotion has c ivo:n rise t o fe:Lr of aimllnr legisla tion 

in subsequent periods of ccoo011ic difficulty and 1n con-

sequence sceos to have r estricted tho supply of funds 

seeking investcent 1n Cub·n nort caeos. 

The Government hls faced llncot insurmountable 

difficulties in borrO\Tine muncy in CUb3 . InnbUity t .o 

onaa~:o i n irresponsible or unocnnonic borrowinc should 

not, of c ourse, be ro~:nrdod u a difficulty. l'lcr c are, 

ho11ev.;r, sane ci rcUMstnnccs under which o national 

Govornoont .nd offici>l credit ngvncics should be able 

t o borr<T.J. Lloroovor, dar:~Cstic borrowing is frequently 

~trongl7 prefer able to incurr ing debts in 1 foreign 

currency. It seEDs clc>r th•t CUb3 1s pot.cnthl well­

being will bo h:m1pcred unless on tho •• no h.nd investors 1 

confidence in obli:;3t1ons of th~ CUb1n OOv•>nU:>Cnt i s 

thorou~ly justified nnd unless on tho ~thcr the oovcrn­

mcnt ~nd its a6onc1vs hove f ocilitios in Cu~' f or 

!looting economically desir~blo loans, 
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Thoro 3N almost no lcndinC nconcios in CUb~> othor 

thnn bnnks, o.nd only 1\ 11nitcd tlltrkot f or corpuratc 

securities . ot~r nations hovo developed spueial insti­

tutions t o moot particular typos of erudit needs, s uch 

as •gricultural loons, hano lo~ns, industrial loans, 

etc. Some of thoso institutions hnvo 1'\.>quircd eonsidcra.-

blo Qovemcent support. 
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REX:oll!Er.Di. 'l'I OtiS 

Th~ .'noricm Tcchnict>l flissi<>n tu Cuba Ncc .. u;'tlds th> ost<,blish­

ncnt of ' ' cuntr:·l bcnk end tha roconstitution o r tho CubM Exch.•ntto 

St.cb111 z: tiun Fund . '· Yrell-oorwgo<! contnl bmll< 1 nd r stobillztti<.n 

fUnd >lith ""'ro r dcqunte resources would bo :bl o t u ~Uornto , nUI'lber 

t f th<l conditions nuv prcv~.ilintt in Cuba which wcro citr-<1 in the intro­

duction. 

The l:issi~n, ho>~-'VCr, docs not \>ish to oncou!'<'ttu ox;>ockti~n• 

th.•t tho ccntrrl b:.nk : nd th" st..~billzo tl 'n t'und >1ill cccN1plish 

nor' thrn is rctur.lly r.ithin th ... ir :x'J'• ·rs. Tht.. s uluUon ~f rx.ny 

CC<'nonic r nd !in:ncir.l diffi.cultitJs !":: r oxcc~ds t.hoir ct·p..~cit.r, no 

n.• ttcr hou skillful t he ""n::r.~nont . Such lnstit.utior.s htvo not 

oo"n r.blo to shivld ..>th~r countri"" fron s ow" ' .-ccnonic n: l ., djust­

t:Jnts . Cubr::n conditions pr.,scnt s;>cci·l diff1culti"", r nd futuro 

ccntr: l b:nk o r str.bl.liuticn fund C<>uld ttl<: ~:ru: Uy t c tl>: cl1ffi­

cult1~a th:.t : lrut dy exist . 

H"""rthol•lSS, ,>ro;>orly c'.>llstitutcd :nd ox;><>rtly nrNgcd, thos" 

institutions c: n ,.rovidu thrt ,.ooling :Jid uti liz: tion , r rusources 

r nd tht.t strcn~ dutemim ticn of ,><>licy "h1ch er n rumioh cssentitl 

hul~ w 11\fOt oneJl:eneies end bo of in,ort: nt r osistrnco in fostcrin~ 

O'C0n""nic dtr\'01\),:n.:•nt . Uon.,.0v,Jr, r cood contr"l 't~nY io r ~J'\lroqujsita 

t. • 1'\7\)" furth~r MdfSUrt:S t<,• r>~OtO ucont:niC tiOltl' r .J . Tn thv f c,lloW­

inf r •-rt:~.mdr ti ona tre llissicn !1r.s ondu:vv,_'<l to s o t fcr t h tha 
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ch:"rt cwristics of ~ contrr.l brnk r nd s t.obiliz•·tion tund Ylhich s oem 

~o; H best c~lcul.-u'CI w noot tho situr ticn in Cubr. . SUpori~r n.>naga­

r..:."l:. rl onc ern :.ssuro the- eucccsstul. evolution ot tlv-ao institutions .. 

Th: dut.·ilcd rcc.,......,.,d~tiona rclt tir.g to the ~st.Pblish.;.,cnt " f ~ 

c.:ntr- 1 b.~nl: ::nd rcconstitutiun or tho Cabo.n 5 t..•bilizrtion !Unci ::r:> 

:>r.:a;.:ntod on tho follom.nc :>..-:roB • 

• 
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I . Capital 

The needs of the proposed Central Pank for capital 

would appear to be met satisfactorily by an original sub­

scription o! 5 million pesos ot paid-in cash subscriptions 

and 3 million pesos to be credi t.ed to capital surPlus and 

to be paid for by CUban Oovemcent securities . Addi-

tional shl!res should be authorized for subsequent cash 

sale to allow for future growth . 

Eight aillion pesos of capital funds at the outset 

no em well w1 thin the means of the Oovernrnent &nd the 

bnnY.s . At the s'""" tim 1t is t ou!ficient sut1 to serve 

the Central Bank's neod for ct;>l.tal. The ratio between 

this capital and surplus and the Bank 's prospective 

liabilities cocpares favorably w1 th sirdlar ratios found 

in other centrnl ocnk~ . The rati o between this capital 

and sUrPlus and the Bank •a prospective assets sub~ect to 

possible depreciation is also favorable . This total ot 

capital funds should give the CUban public confidence in 

the solvency and soundness of thoir Central Bank while on 

the othe r hand avoiding over-capitalization . It should 

be possible for tho Fank, undor ronaonnbl y favorobl~ 

circWl>Stances, to eDrn enou.c;h to psy n fair return to its 

shareholders . 
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An equi tobla oeans of rn1a1 n~ this cap1 t.Dl appeo,., 

to be "" follows: Each bMk conducting t. chcckin~-~ccount 

business in the Ropublic of Cube will be required tQ sub­

scribe an amount equal to 2 percent of its total doposi ts 

(both denand and savings) in s01110 d•oigncted oose poriod 

for shares desilt"&ted na cu_as A, and the Covenuoent or 

the flepublic will subscribe for cnoueh "dditior..::l shcres 

designated es Class B to bring the total poid- in c4sh 

capi tnl to 5 r.dllio~ posos . In the event of any ic;>atr­

oont of eapit.Dl, Cl&os 1. shcres should be pven preference 

over the Cl.r.ss B shares . l.t current doposi t l evels , the 

bonks would subscr ibe about 3 nlillion pesos and tho Govern­

ment about 2 million. ~· set forth in greater detail below, 

the Covamm~nt ,,'ill provldu t.hc capital ourplus in its 

entirety. 

Tl!l. l!J.SXS FO~ A word of expl.r.nation 11 perho;>s necessary on b4sing 
kP~IO'IT~G PAHKS 0 

~RIPTIIleiS banks o subscriptions on tt-.•ir depooits rather than on 

their ca;>ital as is tho oothod in I'IIU~ other countries . J.. 

mjori ty of the b.-.nl<s Ol"'rr.ting in Cube ere brr.nchcs of 

l.r.r&e foreign banks ond tuwc in Cube either c token capitol 

or no scpnreto cnpitd watevor. Required b..-.nl< sub­

scriptions to stock of tho Contrrl Fc.nl' cennot copproprinwly 

be dewrr.lincd on tho basis or ouch cnp1tnlizot.1ons. It 

TIOuld not c:Pl"'Cr to be to ~ubt 0c interest to Nquiro t.~t 
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s epcmto cnpit.nl be provided for th~ Cubon brrnchoa o! 

..ell-eat.cblished, 110und fore!~:~~ bPnka. This i s discussed 

turt.hor in a l.~ter secUon . There 1a ol:Yiou..ly no need 

to requi ro or.ch l>l'.nk to r.lter its pro a on t c:.p1 tt:lhc uon 

merel y to provide n b<:ais for compulsory subsc!"iptiona to 

Contml llr.nk stock. 

Tho deposits or ~ CCCI:l<lrcinl bonk e ro <. rr.ir ::x>uurc 

of ita aizo nnd 1oportc:nco. The lliaaion lies thero!oro 

rcccr:u:>ondud t""t they bu used ns tho brsis for detel'llllning 

the subscription o! orch b'lnk to s~.tlrcs ot the Contrrl 

Cnnk. It 1s rcesoneblo thnt "- bonk •a p.- rtl.cip:.tion in the 

Centnl llMk should be roughly in proportion to ita she 

t.nd i~nPCrtl.nce in the tlrnHng comuni ty. 

Subecrlptions " GW'l to 2 !"'rcont o! d.eposi to tro not 

an onerous bu_rdon on t.he brnks; c lonor n.te would not. 

~~eld ~ aut!iciently aubstr.nUr.l sum. 

/.11 their deposito incrc.:so t nnks shout<: poriodiCl'lly- ­

probcbly once " yeor-bu r .oquired to lnerers'> their 

hold1n~a or the Ccntr•l !:>cnk •s stoek to equr.l 2 percent 

of their deposits nvorogcd over tho procedinr ~·cr.r or 110noe 

other prt.ctic.•l ;>:riod. Sl.l::ih.rly, s~.oult thoro be r. 

dccronao 1n t.ho dc::;>o:sit.s or c. lx:.nk, thoro should bo c cor-re­

sponding rcduc Uon in 1 to rcqui "'""" t to hold Ccntn.l llMk 

shl>rea, oltho~h it mirht ~ell ho provided thtt c bcnk 

would not be c<XIJ'Ollcd to s ell shr T<!S beck to tho Contn. l 
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B:mk under- these c1rcumetGncca in cue 1t 'ldshed to rottln 

them. 

V.'henevvr coJ:Illorcinl beri<a nrc roqu.ired to purchase 

o.dditional sllllros, it seems n,>proprir.to thtt the Govcrn­

CI9nt bo pomittcd, ot ita d1acrot1on, to rt!soll to tho 

Contrnl !ll:nk " like nu:obor of ita ahr.roa, >hich it. hr.d 

purchnscd for ccah . In this "'"l' th~ p:"'id-1n c::;>i4l atcck 

r.ouU. be l:lclnt..".incd ot lc11at et 5 td.llion pesO$ Md the 

Govcrnc.:!nt nould contJ.nuo t.o 1\lrniah t.ll the c:;pittl funds 

aubjoct..'<l to g:r.·atost risk, rw.>Cl.y, th:> c:•pit: 1 surplus. 

In ccso the Govc rrmrJnt did not Tlish to se ll ita shr.res, 

or if :\ll the Gov.rnmc.nt's sh:'.ros h:'d b-•cn rod1str1butod 

omong tho b:.nks , tho Contr t.l Brnk 110uld s ell r.dditionrl, 

hitherto unissued, sh&roa ra roquii'J(! . J.:n in! titl .:tuther1-

zct1on of 10 million ;>.>sos of atcck should prcvide tde-

qut tel)' for gTOI.-th for n nu::obor of ;v\' rrs . 

Purchrs"s of ndcl1t1on:•l sh: res t a ,.,u cs rede:~~>tion 

of '"'"-"" " held by cor:r:x:rci'l lx nb should ho r t ;x:r. Jt 

t111<ht be provid<<l thr.t trrns!or or si~eros should t:ko 

plr.co just eft <:r divtdond drt~• , in ordor t.o r.void cdjust­

cv.mta in pric> for un;>eid di vttlontlo. 

Provision ohould bu ~:do for tho ll..~nk to rc<lcorn upon 

ru..~SoMblo notic" r.ny ot its sl>ri\!O held by br.nks ..tlich 

desired to Uquid:. w thu1 r Cub: n bus! ness · 
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Care shvuld b<> trkan tc- ;>rotoct the l:w:nks r.,;rlnst 

l oss of princi;>nl on th!.1.r 1111becrlpt1ons, since this 

would ~ir the 1 ssots covurlng thQir do,,osit l1Pbllit1os 

t o the public • It •Jill bo noted th1t no rcccnnund· ti·n 

hr. a boo.n 1'14.de fo r double llr bili ty of sh:rehold~rs 1n t~ 

Contr:-1 &nk, end thoro is no provision for un;x-.id sub­

scriptions nhich c<'Uld be c•llcd !o~ ~r.:~.: nt : t titrs 

t!hich ::d.Ght be cnlx.rreasi nc. !:Oro inyort..,.,t still, tba 

Govumncnt is su;>,>lying n j)n>WctiN cushion u,an >lt>.ich 

r ny lcsscs nill f r ll bof.)ro in;:t il'in& tho shrrus of tho 

coma reid b.·.nl:s. Ini tinily thia cushion •·"ill be c;>;>roxi­

Mtely 5 llilli~n .-~•~• , onu t nc\ tYio-thirds til'lcs J.t>rger 

tht'.O the Cll~'"~' t 'l eubsel"i:ltion or tho btnks . In roct, 

this i nitid r.nount uf Ocvernn ... nt nmds is lnrg~r thcn 

s&ci'!S dcsirobl e cncc th3 Bcnl< ht s boon finl!lly estl:bllshe<l . 

It is Olide :.s lrrg~ cs 1t 18 only in orde r to furnish the 

Centrr l ~.nl< r.n r.n,•lo i ni tit.l MOunt Jt ct-Sh ct ,.1 tl:l ~1 th· 

out burdening th~ camorcir l lrnka . . s ~ d~ . .csits '>f 

tbcvo , th.t.t tho!· should . urdu· s o oon-J of tht. sh.'1r.:-s nhich 

tho Govcrnnunt :nl.d f or in e<sh • 

It s cacs dJsitr.blo th.'t thoro smuld b<! ~ substl:ntiol 

sur;>lus, in nc!.ditivn t o .;<:id- in cr. • .dt; 1, 1 t th<> tir£ the 

Cuntrcl s.~ bo&inS blsinoas . Th1s sur:•lus w uld s orve 

"""""'~ uses . First, 1t roulct ctn t. ri'bute to tlhl confidence 
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of tho public in tho ContrTl Brnk in tho 'll.rly period or 

tho l!nnJc•s Oxiatence. Second, it would, mthin th! ltJoit 

or ite Cl.DOunt, pomit the o.bsorpt.ion ot louos without 

1111J>"in>Ont. to the pcid-1n cnpitnl ot 5 Million P"SOs. 

Thu l.t1ss1on is thorctoru rucomortling n cnpi t ol surplus 

of 3 million poaos . 

In vion or ~10 role T:!UC~ the Oovo n .... :nt should plny 

in th~ CJ."'..I:.o;c....,nt ot tho B:lnk r.nd in tho distribution ot 

tho lll'.ri< •s ~:;m!.ngs, it is fe lt t.htt th.J Oov~naont, 

~thor th . .-•n th.J cCX'lMO.lrci=-1 h"'nY.a , ehould contribute t.tw 

c:.pi t.Ql surplus . Further, tho 111ssion rucor:omds thnt it 

tho cnpit<.l ou11>lus is n>duc~d to l million poses , tho 

GovoMllllcnt should res toru it to ) m1ll1on poses . 

Tho 1n1 t.1: l r.nd ony subs"'quent. cont.rlbut.ion to 

ccpit.nl surplus should oo J~~Cde by th• Gov~"""'nt.•s 1ssuinf 

specid TrcMU ry s~curiti "' to ti>J C<!ntr:-1 P.::nl: . 'lhls 

mothod ot contribution i s wll dosigmd to ccot the speci•l 

ci rclllliS to.ncur in Cuba . It \ IOuld r.J<Iucu to e ninil'llJ11 tho 

r.c tur.l C:\Sh pr.yn::flt th: t thu GovtJrrr.umt \10uld h.-•.vu to IIV'ko 

to tho C~ntr:·l :)ul< ::nd, r.t th.> ODD, t.in..l, tho Contr:-1 

lknk could h.~v~ ~ .ruu ::.C:\':'n'..:'.j;OS ot e c=.pit..~ surplus . 

It is not n.:ccssrr)' th: t. th" surplus bo p< id 1!t to th~ 

Contrnl il:'.nl: in thu tom ot c~sh . 

ThO D11CUriti'lS Which t h::'- GcVJTtn.tnt r.oul d tu.m Ov:lr 

to tho c .mtr:.l &~nk "" cr.?it:" l 0\ll')>luo could bu us<-d by tho 
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Contrrl Bo.nk 1n two wr.ys . FiJ'IIt, they r.ould c .,.stttutc 

sound ~••uta r blc to ~Y.ke up My poeaiblo loss suffered 

on tho Brnlc 's oU.ur nasc ts up to tbJ oxt.cnt o! ) !!11ll1on 

pesos Without tlu iapr.in:unt or t.hu Scnk's c.-pitr.l. 

Socondt tho Control S..•tnk could uso softKI or thcs.., si)CUrit..i :Ja 

for opon-r.l.'\rkot o~or:-.tions it nocoss:·r,· . 

Th<l 1.:1as1on rcco=nds th: t thoou occuriti~s b.J 

Tru~ury billa bor.ring no 1nwn:st nnd ho.vii'I!Z no spt.>eitiod 

mtu:rity but pq-:-bl o 90 d!'-7S r!wr ar:lu by the ~trrl 

llr.nk . !'lu Brnl< would bo r.blc to s oU thcs.: oblig;:tiona 

"""" nucJas r.t"/ r t r. discount "hich s houl.ci bo l oss thc.n 

1 porcunt . Upon thoir sdu th~y WI>Uld cutoor:tic~Uy 

becoro Trcaaury bills , pt.yr bl u in 90 dnys , aol d on c dis-

: nd Engl.rnd. In order th:t t.h J s~curiti"S eontr1blt.e<l 

by t ho Oov.mo:;;nt !or th. crpi ..... l sW?].us cr tho Bonk 

m.~y bo cdoqua t-J to pred~c·; 3 :'ll.llion pv•os TJhon : nd if 

s old on th t rr•. rk ; t ns indio· ~'<!, 1t i s rocornondc<l thrt 

th<> Oovornr.oont turn ov~r t-> thu B:onk initiolly for this 

purposo s.:curl Uos r.'i th r: ! re o: v:·luJ ot .), OJO,OOO posos · 

!:it.'t th!a :-.::»unt c~ such s~-curlt.ic:. on h:.m!, th~ .!Stic.""t.<..'<i 

discount or 1 pvrccnt ,j.ll b.; prcvid~<l !or, ·rn:. tho Br.nk 

r.,y U:on ehuw c c.:.pi td sutVlUS un ita b: knc~ shoot of 

) mllion posos . 
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Fomhl ecknowludpunt on t.ho Bnnk 's bdrnca sh-"et 

ot the OoWmCICnt •s contribution of th,• cnpitrl sw-plus 

sucms d~s1reble . 

Tho cxistunco or woll-Nrmtrod s t.vinrs lxtnl".s !tight 

bo or consideroblo bonofit to Cub<•· Should such brnl"s 

develop o r s hould s nvilljls be.nko bo sp.:ci.-ll)' provided 

for 1n lc(;isl:~on, coosid->r:-t.l.on ahoul.C be given t.> l'll"l<­

in<; c.nbors:U;> 1n th.l C..ntr:l llcnk r.v: ilt blc io thOn . 

T'Mir grcwth rnc! soundn...:as nould be cnh."':.nc:cd if they • ero 

poral.ttcd, '!"'h" n occr.aicn dcrEndcod, to obtrin liquidity 

of s ound nss.,ts r.t tb.J Contr:~ llr.nk rctiJJr th:n by forced 

liquid=- tion . 

It suct\S wise t lv t tho first cllJ.n upon the cnmings 

o r tho B<.nk <'ftor ,;rovidin~ f er ainirnun rosarvcs should 

be n CIO<iemte dividend f or the sooroholding bonks. Th• 

,.,to ci!'ht bo United to) nr 4 P"rcent, cw:W.:tiv , . 

i.lthough this r:-.t.:l is lCIIIIlr thr.n thO ~ r<oto on 

Fcder<>.l !lt'sorvo BMk swek in tho United SV t..·s, tbe lrtt.:lr 

r.:w w::s sclc"Ctc.od 1n 191), whon int•n·c·st rrtns in thO 

United St.~t"s gonorr.lly " " ' " auch hiphor tlrn todty. 

t:.>roovcr , thu :Jnit.xl Stttoe Oovc n>t.Unt did not subscribe 

to Fcdcrel Ibst.rvu F:"nl< stock . 

I.ttur dividends tc nur:1bcr bt>nl<s , the Control 1!.1nk 

sh<>uld IX':' rt•sidll."!l '"min~ to 1.'10 Trcos~ of tho 
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!Wpublic • Such I"·YJi"nts W<>uld 1>.1 1 n 1 pproprir tc ruthod 

or CO<Iporlsrting the Gov" rrncnt f..,r Giv11\ft tho: E:mk the 

1110nopoly Of issuing currency nctee rnd cr holdinjit lr.rics' ~ 

1cvr1 ruaorves, be-th or which rn proP"r~ pr1v1.lcg• • or 

ruapona1b111tioa of the Str.to, rnd : lao for th•J Gcwm-

mant• s subscripti on t o cr.pitt 1 r.nd cr pit-11 surplus . 

Roa1dun1 cnrnin&S should bo poid tel t.lw Oowmncnt, hell­

ove r, only ::rt~r building up son~ e:- mod surplus cut or 

omich to c;x:t axpcns~s' 1~··-·' ·nd dhi<!<:nds during 

:-.dv.:rac ."->rlods. St:- w::.'nt i n t!lv 1:-w of :. !omulr. t or 

the dispcs1 tion of sur ;)]. us is thon>!oru au~~cotcd, scc...,h• t 

::.s folluvts: 

H tho diecrotion uf the dirocters tho B.•n'< n.•y build 

up o:· m ud surplus : rd r..::s Jrv a cft,. .. inat. rntieiprtcd losses 

without pr.ying dividends, but dividends shcll bo cumlrUve 

r nd no eurplu.s sh:- U be pc:id to tho Ocv mll'l<'nt s o l cnr 1 s 

thoro rrv cny dividend r rt'<l! rs. ..t w r pr ynont of fUll 

dividonda , th<l Bt nk' • crminrs aht·ll bo divided u follows : 

SO porcunt to tho Govvmn.mt r.nd SO porccnt w surplus 

till nn <:r mcd surplus or J. S nillion P'"SOS h;s boon 

r ccurull"tcd; 75 i"):o"C:..:nt to t.ho Gav..:om""'Cnt. :.nd 25 i:PJ"'­

ccnt to aur;>lus till ., 1:-m::t surplus c r 7 .0 '>illicn 

1'0300 ll:'s b:>on ::ccurrw t."<<; thorw f tor 100 " " rccnt t ·J 

tho O.:.vv rm\unt.. 
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rn tho uvc-nt or liquidt tion of the ;:~ntrrl B:>nk, r ny 

surplu t Ctor Nt.ir1ng s tock huld by b.-nka •t pr.r ;>lu 

d1 vidcnds t.cerucd e..'¥! C< med ahr.ll rt.vort tc the Oc\~tTaOnt . 

Tho Cont r::.l ll<.nlo should not bo OP"rr~ prlr..o!"il; t.' 

obkin proC1 to nor l"lill its roecrd ot ;>roCi ts t o en cdc· 

qur tiJ r:w:-.auro o i thvr cf th.J Bc.nk 's uaotulncss to Cub.'"l cr 

or ito ooundnvss r.s o fiMnoir l institution . I n its 

er.pr.cit:r :.s r. b.-nk of issuu, ro r n>rulrtor ct crt!dit, 

"" r e"ntrrl NS~rv.:: f;, r b:.nkin;; funcbo ::nd < s c ;.ublie 

will bo ,_.,nif••ated in mny direct e nd indirect wys 

qui t" n;w. rt free its nmur l distribution or dividends 

nnd profits . For this rcoscn the N 1e in t ho m nd or t ho 

lll.asicn e clonr r Jl<UOC'lt in f t.vor of oon!ininp the Oovem ­

ocnt•a ;>r.rtici;x:t.icn in the Btnk'a oemings to tmt ot 8 

receive r ot t.hosc profits nhich romln :"fter divi<b·rds 

h.•.vo been ;>rid to n:mbor b:.nks r.nd Mtcr r.doqu;,te ?revision 

hr.s lx>on r.ll'.do for sur?lus r nd spooil\1 N sc rws • 
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II. Lt:magemont 

The W.ssion hna studied with pnrticulGr core the 

problem of the composition o.nd mothod of solection of 

tho aanaganent. ()I tho ono hand, it is t ho conviction 

of the Uission thst tho responsibility for the country ' s 

conotary <md b:rnking systcc and policies aust rest pri­

c=Uy with the Oo""rm<~nt nnd t h>t therefore at least 

" D<Ljority of t he can'lg<)C~Cnt should be selected by cr 

<lpprovcd by t he Oovcrno~'J\t, ()I tho other h'lnd, it is 

cqunlly cle<Lr ttl3t thor o t~ust be " s:>tisfactory balonco 

of rcpres~'J\t:>tion, that Cl(..o:!\lvrs stlould b!lvo " suffi­

cient tenure or of fico to provido !or soma continuity 

of oxpori cnce, :>nd th3t pruC!IUtions nhould bo t.'lkcn to 

obtllin ccmpctcnt and ind~pondont mo.n3gcccnt. .;bave nll, 

it is of tho utmost import:>nco to cst•bl ish a method 

likely to lc>d to the soltction of the but av3Usblo 

persons for DllDAgEDOnt of tho B>.nl< • 

.lecordingly, the U1ssion r~COI:II<nds th:>t control 

of ttlo Centr3l 83nk should ~ placed in n bonrd of 

directors composed nnd soloctod ns fell~• • 

Tho Governor or tho Bo.nk, to be solcctod by ttlo 
Prosidcnt ot tho Rupublic. 

The Uinistor ot Fin~c-, ux officio, or, at his 
discretion, on oltorn•~ d<Si~tcd by the 
U1nistcr to sorvv for so lone a time as tho 
Uinistcr ~ wish. 
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The he~.d or tho .''llJ'1cultur41 B'lllk, OX officio, 11' 
such a Bonk is cr<ntcd and is desi gned to have 
an officer nppropriato to s ervo <ls direct-or or 
the Central B3nk, Until ho shall be appointed, 
tho place mny bo filled by a third Class B 
director (sco below) , 

Two Class ~ dir"etors, to bo soloctod b7 the Presi­
dent of tho Republic tr~ panels nooinoted, one 
by the ()Wan banks and ono by tho foreign banks in 
()IDa, for thoir e~pctonco nnd experience in t ho 
field or b~. 

Two Cl:>ss B dir<.ctoro, to ~ soloctod by t ho Presi­
dent, in t he light or their business or :>!Jrieul­
tur1l experience, 

.Ul directors should bo chcS<n, not sl=ply as rcpro­

scnt:>tivos or spccil>l. grou;>o mth ...tlich they ""7 hnvo bcon 

nosoeiatod, but bocauso at their ca>pQtcnco nnd devotion 

to the general wolfnr~. und in tho lij;ht or their tr>ining 

nnd oxpcricnco, Tho s ovor<ll directors should bo selected 

with a view to obt:>in o lto.1rd uith brosd experienc e in 

Cuba's various cconogie pursuite . 

The Class .\ nnd Cl ~ss B di.ruct oro Dillht bo given 

otac;>orod toxns or two y¢3%'0 o~ch. Directors should bo 

cl1&1blc for reappo~nt. 

Tho Governor at tho B3nl: should have > Wn> of three 

to five years and should be olit;iblo for rcappoint:nont, 

It is rocaomondod th>t tho diructors bo paid only a 

modest compensation, pyr mo.ting, plus direct expanses. 

Tho s4lory of the Qovom or of tho Bonk should be stipu­

lntod by lacr. Tho QovcmOl', the Fin.:lneo Uinistor, and 

thu t..ad or th~ ~ieultur:U B-mk should receive no 
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oxtra coopensntion for ~ctin~ ~• n~crs of tho bo>rd 

except for o~ direct e~nses U\ourrcd . 

285 

'nle duti os of tho boord of directors should be 

stated in tho brondost pouiblo t<.n:~s sine~ tho ~rd 14 

ultw3toly rcsponsibl~ for the r.mn•gcccnt of tho il'lnk. 

'nlo bonrd should be :;tvon r~sponsibUity for ull m>jor 

policy decisions. It should also be gl.vcn po<•c.rs t.o 

dcl~g.>tc authority to eoooittc41 ~r otfic<rs of tn. Bonk. 

In tlt~ •~v~rll studies of CUb'ln ~ nocds which 

have bc"n c..1.do by th.: C\i):m Gov-..rnu~,;nt, then. has bot.n 

provision for a Superior il'lnking Council. It m.s pr~ 

posed in thtsc studi~• to provldu th13 Council rrith 

poncr over thu Contrcl Bml: in :>ll n>jor policy rottcrs 

end cv..m in m.."tr'l;y r;1.:1tture ot d~o.ti'\U conccming ccnt.r:Jl 

B>nk operations . 

'nlc ;tission Ins ;;1v..n cv~o!\ll conzidcntion to tile 

dcsir:>bility of providing for , Council of this sort 

.'U\d is in eynp>tl'ly trlth t!'l.; obj-ctiv~s mich it is 

hoped to rc<>ch throuch t!l .. function of a s uperior il:'lnl:­

ing Council. Hor~ev..r, to ... atobliol'l " Council :rl.t h. 

pO\<crs superior in all importo.nt ruspocts to tl'loso of 

the Contrll 8-mk end st3ffcd uith full-t!rJC officerS 

~nd coployocs, s~s both und~o.sirnblo nnd unncccss~r;, 

in conjunction with 3 C<>ntr'll Bmk auch :>s is roeoo­

oendcd in this r .. port . It is undcnir>blo first because 

it wuld oloec th~ B:mk ' a bovd of ttir>.c~ors 1n such :> 
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posit.ion of inferiority as to nr.ko 1t doubtful tlu-t 

>~oll-quc.l1i'ied p.>rsons r:ould nccopt ronborship on the 

bocrd, and second bocouao there •:ould bo unoconor.dcr.l 

dupl1cc.tion of function ~nd personMl botrmen the Council 
• 

o.nd tho &-.nk . The principnl objcc ti vca sought through 

the Council'""" b.lliovod to bu at~od 1n the Uission's 

n!<:on:Jendations by oth~r o.:cna . 

llevcrtbeless, ftmetions ot considerable usefulness 

could be performed by a Sm.lll advisory eow>ell of Covern­

m~nt officials and others, act ing mainly through occn-

sionnl meeting and •nth indirect r nthor thnn direct 

porters over the Control Bank. Tho llission therefore 

r ucommcnds the ostablishmont of on Advisory Council on 

!.lonutnry Policy, ondo up of tho liinist or.; ot Finance, 

Agriculture, Coaooreo, nnd L<lbor, tmel throo other s 

o.ppointed by tho President. 0! the President's appointees, 

one might be solected traa the f aculty of the Univers1t1 

of llabana, and ore might bo a IIWI, either in Cuba or 

from abro:td, who is ex~rioneod in contrd bonking problel!IS · 

The duties of the Council should primarily be to 

consult nnd advisu with both thu Covommont and the Bank 

on mAjor matters of crodit ,alicy which particul.:lrly 

affect the public \'18lftu'o. lll.tim:lto r osponsibility for 

policies of the central Bnnk shculd be left with the 
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~·• boo.rd of director:>, but tho CouncU ... ould have 

the prcrcg:~tivo of r.mkina ita vi<ma on policy knmm to 

the bonrd whenever tho Council d~eirod, o.f":r,Jquesting 

explanat ions from tho 84nk on it~ notions, and of cAlling 

:lttcntion to neglected problaca, 1nd would h:!vo corbin 

duties indic.1tcd in l htor s ection in rct;nrd to dolfi­

cicncics in the Ccntru 84nk •s required r ,scrw$, 

:.t .my tine the CouncU should h:lvc the r~t tc 

r equest tbnt the BMk mllcc '" c.xpl:untion in writing 

of nny current policy. In :>doJ.ition, the 84nk should bo 

r cquirad t o ruk~ an :lnnlllll r eport to tho Prc~idcnt, with 

:1 copy to the Council, oxplnininc :~11 cnjor policios 

c:~rricd out during th~ yc :rr 1nd :Jivinc tho reasons t here­

for. 

In view of tho r ccOIXlonchtions n."ldc =tbovc !or 

a~loctin& tho .un.1:l="nt of tho 84nk, the functions re­

ra:lining for :.ction by th. s t ockholders o! the 84nk t.s 

such :~rc r elatively few. c.otincs of tho Central Bank's 

sh:lr eholdcrs tiDif be provided for to nccivc the o.nnual 

report of cnmings, discuss mo.ttora r ohting to tho 

ll4nl:, :lnd nttend to other t ochnic.11 roquira>cnts of the 

Bnnk•s corpornte existonco. Furthurnoro, tho p:lncls 

for tho solectio~ of Cleo~ A dir•ctora mtcht bo s ulcated 

by the nmbcr b:lnks on t ho occ1s1on of the onnual "eet­

ine of shareholders . 
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In. Loans and Invest.ments 

The maldng of loans and investments is probably the 

most important single function or a central bank . It 

includes refusing unsato, improper , or excessive loans 

and investments as well oa making positive comitments 

with courage and discrimination; intluonce upon borronrs 

to Ulprove the character of obligations which J:liliY be 

acquired by the bank; sldlltul t iming of operations ; and 

enlig)>tened management of the t.otsl volume of its credit 

out stsnding. The Cuban Control Bank l7ill survive or 

tall, will benefit Cube or l eave 1 t worse off than i .f 

the Bank had never been created, depending on tho quality 

Of the Bank'S policies in thiS vital field. 

The Central Bank will norlll&ll.y confine its loans to 

(or make its investments in tho obligations of) bar.ks, 

the Central Gover,_nt itself, the St.abili>ation l'und, 

and aey govert~~:~ental credit institutions which J:liliY be 

creatad. Reco,.,.,ndations concerning Ulese uses of 

cent ral bank credit Tfill be diScuoocd in t hat order. 

Jlegarding accolOill()dation t.o brulka , it has been cus­

tomary in central ~' laws to defino in considerable 

detail tho credit instruments eligible for rediscount. 

Nevertheless, in tho opinion of qualified observors the 
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results of such detailed otatutory definition in the 

United States have not boon altoa~ther satisfactory and 

have resulted in significant inflexibilit:y of rediscount- · 

ing operations, W1 th ftJW com110nsoting advantagos. Tho 

l!bsion therefore recOillCIOnds that a broad and simple 

forcula bo written into tho Cubnn law to cavern the 

Bank's selection of tho credit inStl'UIIIIInts whicb it 111A:Y 

consider for rediscount, 

Until the bnnke in Cuoo shall have obt.Uru>d sooe 

experience uith central bunk op.Jro.t.ions, it S!lems advis­

able to confine normal r odiocounting to thu better 

recognized t;ypos of solf-liquidating, short-term credit 

instruments. To this end it should bo provided that the 

central Bank Ollf at its discrvtion rodiscount self­

liquidating oblill"tions of n qual1t:y recognized as sound 

by the rust bankin3 stan<lbrd• b.Jar1ns tho """"' or at 

least one p.>rson or fira of proven r~spons1billt;y and 

cndorsod by a stockholdinz bank, with a :uturit:y or not 

more than 120 da;ys from th• datu or discount, or 1~ da;ys 

in tho case of oblications Uswd fol' agricultural 

purposes. 

The Bank should nlso 1\av.t thu po~·1cr to make advances 

to stockhold!-"g bnnko socur~d by ussuts ollgiblo for 
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rediscount or purchaso b,y thu Central Bank, provided 

the advances have a maturity of not moru thM 90 days . 

How~ver, in ordor to g1 vu tho Bank s cope end 

fluxibility to moot special untoraueoble conditions • 
the llission rocol:lliCnds that, in O<ldition to tho %'\.'<il.S­

count pcr.1er s enUDoratod abovo , tho contrcl Bank be 

nuthorized to ooke ndvnncos to atockholdint: banks nth 

a mnturity of not moru thM 90 dcya on t ho secur ity or 

o~ assets satisfactory to tho Contral Bank (nhothor 

or not eligibl" for r~diocount or pu.rc~'se) upon t he 

offirnotiva voto or fivu dirootoro . 

The Bank should be outhorUod to issue rogulotions 

concerning obligations it vrill occopt for rediscount or 

os collotorol for advnncta . 

Por eX<!mpltl , bt>foru it ac:QuiNO a~ obllgotioD$ 

d"pcndcnt !or their vllluo in \l!lol> or in pc.rt upon too 

ondorsument of a sMr<Jholding bonk , th<. Central B3nk 

aight dolSiN to h3ve on !ilu a rueunt proven st.stc::~Cnt 

of t ho :Idequacy and aoundnuaa or tho oonk ' 5 ossets . 

Tho proof might consist of on ~udit b,y public accountant s 

occoptnble to the Control Bank or eurti!icot ion by quali­

!iud bank cxa.minurJ:, including, if r'klcussary, ox.aminars 

omployud by tho contrnl B-'\J'Il: . Conoorninc tho cub."\11 

brnnches of foroi;;n b:>nks outh(\ritotivv stotciX!nts as to 
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the condition of ~ither tho Cub4n branches nlone or tho 

bank as a wholo ~be aecoptablo, providud tho full 

credit of tho entire institution st~nds os socurity for 

all 11ab1li tics of Cub4n branches. Furth~r, before 

being aecoptcd for rodiscount, all obligatio.ns bearing 

tho MliiC& of business firms or individuals (in addition 

to the endorscmont cr n bank) should bo supported by 

nuthentientcd fiooncinl •t.•to""'nts or t he principnl 

parties to such pnpcr. 

The Bank should rogulnto its Ndiscount s not o~ 

by tho rediscount r<>tos ehorgod thu borra11ing banks, 

but nlso by scrutil\Y or individunl docwnonts presented 

for r vdiscount nnd by dir~ct rufusals to rudiscount when 

this seums dosirabln or nucvsscry . 'nlo ri3ht nnd the 

duty of thd Bank to discrillinnto bot\loon desirable ond 

undesirable loans should be clo::.rly st3tc.d in the low. 

RESIIJ!&IBILITr During periods of thro:.torod undosirablo cr..dit 
!'tJI c.BIIIDAL 
C?JDIT CONDITicm; contraction t.I>J Ccntrill ann:< snould not nuccssor11y 

confine its<Jl! to r .:discountina sol!-Uquid:lting obll­

g:>tions or pri..., qu<>lity . Tho Bank should feel 

responsibility for the credit structuro as n whclo, for 

thu gonor<>l l eve l of buSinoss nctivity nnd employment, 

nnd for the lllllrket for oblig<>ti.Ons of the Cub4n Govorn­

mont nnd Govcl'l'l!Wnt ngenei us . If IIIUO&ures with rospect 
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to normal}Jr rodiscountablo pnpor «U'' in:ldo'funt e , mora 

o.gsrearlva steps should bo adoptud ut tho most ercective 

time, With duo recognition of tho &lnlc •s l11111to.tions . 

Tho Central Bank should bo omj)Oivorod to givo 

rot~somblo ossisttlncc to tho Control Government. .Uthough 

t h.tro is an inclin3tion in aor.u qu3.rwrs to rog:uod "''Y 

control b:lnk aceOI:DO<btion to govor,..,nts as dangorous, 

it aeoas abundant}Jr clear tlut a C>O<Ierato a..ount o! such 

o.ccocoodat ion is not on}Jr dosiroblo under certtlin con­

ditions but JJUch loss danii'Jrous than a strict prohibition 

ngllinat it. Thu Cuban Oovurnt>lnt should not, of course, 

ro}Jr upon Central Bnnk crudit ns a substitute for tax-

ation or borroorl.ng fran tho publio . Caution and wisdom 

should bo appllud in dotum.lnins tho appropriate o=unt 

of Contral Bank credit. Ul\dJr ordin.>ry circumstances 

and especinlly during unusu'\l}Jr proaporoua years, it is 

questionable who>t hor tho B:wc should =1m "''Y advnnees 

to tho Qovorn>Ont, unluss short-wno financing to aoot 

so<lsonal nuctu·.tions in thJ Oovornr:IOnt •s revenues can-

not bo obtained at rcosonnblo rntua fran other sources . 

110\tovor, grontor contrnl Bank nsoisto.nco during periods 

ot trade depression ~ bo oss•nti ol to tho financiol 

and oconomic >TOll<U"C of tho country. Tho i'ltnds should, 

ot coursa , be scr upulousl,y guardod !r<:lil usos involving 

political f avoritisza or wasto. 
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TOO Kisston rocomvD.ls th:lt tho Bank be authorized 

to oako loruts to the Oovurnr.wnt 1dth n =turity of one 

year or loss, on tho a!firn4tivo voto of five mambors .. 
or tho bo=<l of <lircotors, provi<lo<l th:lt tho net totnl 

ot tho loans made <luring Drf11 onu yonr (vxclu<ling refund.­

ing) <loos not excco<l fivo poreont of tho Oovcrnccnt •s 

budgoto<l oxpendituros during tho then-current fiscal 

yoar. An nr>OUilt in oxc.,ss ot fivv percent co.n be 4<1-

vnnc:u<l only on tho at!in:l:ltivo voto or six cccbors of 

tho bo=<l of <lirectors. 

It should be clo11rl,y und.orstoo<l, houovor, tbot aey 

loans to the Qovornmont 11ro nt ttw <liscrotion of tho 

Bank, nnd that tho Bank mcy rojoct tho Oovornmont•s 

roquosts for advances eithor for reasons of general 

cro<lit policy or for othur consi<lor ations of the public 

wol!aro. At tho Satlll timo, tho Bank ebould nlweys be 

oind!ul of its spcci:ll rusponsibilitios concerning tho 

credit of tho Oovormcnt. 

Vlhon, ns tho rosult of auch advancos m<lc avor tl» 

course of two yoars or oorc, t lw totol o! such direct 

loans outstanding on tho books or tho Bank has roacbo<l 

nn nmount equal to 10 percent of tho a nnual nvor ng<> 

bu<lgoto<l cxpendi turos <luring tho current D.n<l noxt 

preceding fiscal years, no turthor advances shoul<l bo 
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made to the Goverrmcnt except on the at!irmative v->te 

ot six directors. 

Furthemore, the l aw should specU'y that in no 

case may an excess over the 10 percent referred to 

above continue to be outstandina !or more than two 

years in any four-year period, 

The Central Bank should help finance the Stablli-

zation Fund's accuaulations of sold or !oreisn exchange. 

This is discussed in detail in Section vn. 

Another important use of central bank credit is 

loans to (or investments in the securities of) official 

lending agencies , The American Uission is strongly of 

the opini on that the CUban econOCll¥ is in need of an 

official or semi-official agency to extend credit for 

agricultural purposes and that consideration should be 

given to the advisability of establishing agencies !or 

industrial, public works and 11ortgage purposes. The 

Uission hopes shortly to sublllit a report on an agri­

cultural lending institution. The Central Bank in 

tu.rn should be authorized to giva r eaoonable assist­

ance t o such agencies and should be directed to foster 

their sound developnent so far as is consistent with 

its ceneral credit policy. 
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It is a distinct poasibility, no .,..,u as n uaair­

able ono, toot n good •llaru of futuro cr;)d1t expansion 

in Cubn will occur through such landing instit~iona. 

lloro spoc1fica1ly, t.bo Bank should bo authorhod 

at ita d1scrot1on t o acquire obligntiona or theso 

agencies subjoct to scao gonornl protoct1vo li.al.totiona. 

The Uml.totions al.ght toko the fora o! n provision th:lt 

the obllgnticns ...at bo short--torm o.nd possibly boo.r 

tho gunrnntoe of tho Govorrunent and thnt not noro thnn 

som I>O(Iur<lt.J proportion, porhaps lS porcont, of the 

Central Bank '• assets aey consist o! t ho obligations 

of nny ono of tho•~ naoncios . It is not possible nt 

this tiao to forosou With accuracy tho mtlldr.1wn extent 

to whl.eb tha t.>ntral Bnnk aey advisnbly fin<lnea tho 

agricultural nnd other Qovurl'lOJnt crodit ogoneies . Tho 

W.ssion t.baroforo rocomonds thnt at tho end of two 

yenrs tho Bank, with tho npprovnl of t ho President or 

the Republic, aey incNnso thc above proportion to not 

moro tluln 20 p..rcont. Arrlf turthor incronso in the por­

eontogo should bo loa1slnt1voly detoroinod. Obli&ntions 

of such ngoncics rod1scountcd ,fith thc andorsomcnt of t1 

shnroholding bMk nro to bo rcgo.rdcd aa cocd.ng outsido o! 

tho porcuntage li.a1 tot1on just o • .mtionod . 
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\lith the JlOS3ible oxcoptl.un or oxtrooe occr;:cnciea 

the Central Bank should not r.w.l:o loans diroct:cy t o the 

public . Privato l~ndin:t B(l(lncios cannot bo oxpoctod 

t o ata,y in business in direct coapotition with a contr:>l 

bank nhich is ;p. von oonopolioa or nota issue OJld hold in.; 

other banks' roaervoa. Tho Bnnk bna the rurthor advo.n-

t4$ S Of parti3l ..XCOption frou ~S OJld sorvieas of 

r:>an:l!,'OlXlnt paid in port tr<XJ other sources. Furthemo"', 

thoro nre iaportant :Wvnnta.,'US to a contro.l bmi< in 

hovin.I businoss l onna o.nd ooat b:lnk inVIlst.monts mado by 

indopondcnt, privnto:cy-nnnA,sod bo.nks . Tho pressure upon 

u semi-aovurnc~ntal bnnk t u moko particular l onns or 

1nveotoonts nhich ttll1f b~ un<loairabl• con rcndil¥ bocol:\0 

int<Jl orabla . 

()l).,y, thcro! or.; , in OJ))c 1:>.l oaar Goncie s of credit 

contraction utwn no~ bnn!dnJ f ncilitics nrc seriously 

disrupted and when b~nka n.;;.inSt tboi r wish nrc forced 

to call in old l oons rutJ to rof\lao nor. gnos, should tho 

contral Bank bu nuthoriood t o lond directly t o the public. 

Such acor &encios should bo rvcoan1•od to exist only upon 

proclMnt i on by tho Prusidunt of the Ropubllo (possibly 

with tho eonsont or tho ~oMto ) , ond all l ouns to thu 

public by tho Contrnl Blink Di!Jht propo.rly require an 

nff!.raati ve voto or !1 vo diroctcrs. 
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Quite a part 1'rOl:l ita cll.Nct lo:ltiS nnd ru!'r.lJ1ces • 
tb> Bank shoul.<l bo Bi von tho jl(M)rs n.:cessnry to i.t:lple­

cont its OJ>.>n~mrkot policy . Tho B(Ul)c should havo tho 

authority t o buY nnd soU eacurit.ios in tho open 

DD.rlwt at ticiis whon it \lisho• oithor to increase or 

to decrease tho .1'\lnds D.V:>.illlblo to tho b:1n!dng systoa. 

In this connection tho Bank ehoul.<l bo nuthorizod to 

purchase direct oblig:~t1c1111 of tho Republic of Cub;> 

\lhl.Ch havo been outltnn<ll.ng 1n tho open a:u-l<Dt f or ono 

yanr or c.oro, short.-tum t~~nturos or notes of Govern-

ront crcdi t agoncioa 1 IUlll intoroat-benring oblig:>tions 

of the Stabiliza t ion Fund (for which soo Suction VII 

below) 1 \7honcvcr such purobaoos nro roquirod to co.rry 

out the Bank • s open~r.>ark<.lt pulicy. Obli,;ntions of the 

oovcrnoont issued wU hin tho procoding yonr ma,y also 

be purchn~d 1.t:l thu opon m r!Qt1 but a ll such purchasee, 

os well as purehosos of obliGations of official credit 

ogoneics, sboul.<l coJ:IO within tho roepectivo porcantngc 

lin!. tnt1ons rocllCDCndo<l nbevo. It ehould b<.l r..'QUirod 

t hat :1ll securi tius Cor the opon-mnrkot portfolio should 

be purchased 1n thu open Nrkot nt prov:>iling prices. 

If tl\0 o.vni lo.blo euppJ.-• or tho obligations nomcd above 

is too small t o pomi t o.rtocti vo opon-rorkot policy , 

tho purchase should be pomitt od of othar sonsonod, 

first-gr:1do bends which havo w on outstnnding for two 

yoars or aoro. 
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The Bank should, of course, be eq>awered at its dis­

cretion to sell any assets which it is authorized to 

acquire. 

1'/hon n n<~rY.ot for Oovernmont oecurities has developed 

to the point where the Central Dank l!Ould be justified in 

undertaldng lll:lited stsbillzine operations in the mal1<et 

for """' issues of CUben Oovemmont oecuri Uos for brief 

periods, consideration Clln be Biven to adding to the 

;>ewers of the Central Bank 1.'\ this respect. The lolissian 

recognizes that if and •;hen an nsriculturd bank is estal>­

llshed, its long-tom, mortr.oce-oecured bonds will in duo 

time be offered in the investment l!lllt1<et . Consideration 

of the relationship of tho Contrrl Bank to t hose securities 

may well be poetponad until plr.M for t he agricultural bank 

are 1:10re fully dctol'1!dnod . 

The statute ni&ht include o provision prohib1Untr pur-

chese of or lcndin& upon ossete issued to fint.noe specu.­

lation in stocks, ~ cstot . , or cQa:IOdiUos . 

It co.:r be dosiroble nt this point to ccll ::tt.enUon 

to the fact that a centr:l bonk cn.'\Dot lY.l regnrded as e 

source of unlimited finnncina for oll desirnblc purposes . 

Lc:lns and inves tments m.>do by tho contrnl bnnk inc:"Onse 

(in tho Abs ence of offsetting chcnges) either the currency 

held by the public or thu legd reserves of tru bonks. 

{For nll increDses in tM Nscrvca of banks arising troa 
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:m oxpnnsion ef cantrul bo.nk cruclit thoru 3re lilwl.y 

to ~ corresponding incNusus in tho bank deposits hold 

b:r tl\e public. ) Inereosos i n their rosorv~s g1 va tho 

banks tha IDO:ms vti t h vrhieh to expand thoir O<m l onns 

nnd investccnts . For nll c elli:IOreinl bc.nks t<lk•.m 

eollcet ivul.y, odclitionnl Nsorvus pnnoit en aggr~g"to 

axp:msion of their l o:ulS nnd in·rostoonts se•roro.l tiiDOs 

tho ll!>OUDt o! t ho i ncronoo in n.s~rvcs . 

One of tho basic clutios o! " central bank is to 

mn.intain t he vol~ or tJw ~n~,;mb.Jr bu.nka' rascrves at a 

luvvl consi stent lli tl\ unci conduci vu to thv bost inter-

usts of Cub<!. Thu volwno o! rosurws r.IUSt not bo ].Xlr -

r•itted to s tir.IUloto tho banks t o vxp.:md t heir l oans 

am investm;)nts t o axeos• . Consoquuntl:r t ho Contr::!l 

B:ulk !OUSt rugulL to tho totW. o! 1 ts onn loons nnd in­

vost<lents so as not to causo c d0113g1nil ovar-QX?C~~Sion 

of oanbor bc.nk crocli t . 

(ln... e spoct of this rospcnsibilit)' is th::t tho 

central Sank must not ux~nd nn uxcoosiva noount of 

crodit to o!fici~l leming lli Oncius . Such agenci es 

must bo 1r upnrud to obt>in tluah om ct tiiDOs e ll of 

thoi .r l onncbl.:l rums !l'OCll aoureua ot hJr than tho 

Cuntrnl B4nl<. 
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On<! of the conditiuna in CUb3 r.>poat..:clly doseribod 

t<1 t he W.ssion durina ita invoatigat.iona """ tho io­

pnirod public confitluneu in mortJ!It!OS nntl other soeurod • 
oblientions. llueh of this lack of cuni'idencc was 

nttributod to tho mortcnuo 1110ratorium laws of rec.:nt 

years. 

The offuctivonosa of o Contr.:.l Bonk ..-ill bo.. con-

siuerabl¥ r~ucud in CUba unloaa it is pcsSiblc to 

tlevulop Willi"'l'ls• on t1w p:>rt of investors tu purcmae 

well- s.,cur.::d oblic~tiuns or otrichl crodit a;>enciea 

and of the Oovcrnc.:mt. In order t o hJlp develop such 

eonfiueneo, it is oasuntinl thnt t he public have f aith 

in tho fair rutd i mpnrtinl trontnont of erc-di tors by 

the Qover nccnt . [ley opportunities ut ilizod t o demon· 

str nte th.:: Cub.•n Oovornmont•o r osolve to treat creditors 

'Hith cwplotu fairness shoul d bo of Uistinct benefit t o 

tho lof1G~nm tlvv\Jlopcont ot cuM's ~Jevnoaic wltc.ro . 

Tho llission urea~ th:lt Ctlroful a.nd jlNDpt COnSider <>tiOD 

bo ctvan to " rev1"" of thu entire a.>rt:~"i>>' uoratoriun 

ait.Wlticn 1n Cub<> in ordur t h3t tlw Contr<ll B<lllk and 

~~~ aarteultural b<lnk which ~ bo ~atnbliahcd cay 

cnrry out t huir oporntivna un<.lor ro<.sonabzy f o.wr abl o 

eontli tions. 
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IV. llote Issue and the Reserve RequireiiiSnts ot the Central Bank 

RIGifl' TO ISSIIE 
LBOAL Tromm 
Cl.ll!WlC1 

'lllA!6Fm OF 
Sil.VER 
C!MIFICA'I"ES 

HCii'ES AOAII5 T 
JJIICH WIK truST 
HOLD RES!lRVES 

The UisSion recomen4s that the central Dank be 

gl. ven tho exclusive power to issue pepor currency in 

Cuba and that the Bank'S notes be gl.ven legal tender 

status. 

The Bank sboul.c! takAI over the Uabillty tor out.­

etanding issues ot silver certificates and the gold and 

Silver coin held as cover apinst them. 

It s uggests, turther, that thes e issues shoul.c! be 

regarded as a volWOB o! currency to \Thicb Cuba has 

alread;y bec0111e adjusted . Aceord1nj;ly the Bank should 

be required to maintain lenal reserves only against 

its notes uhich constitute 4 not increase 1n Cuba's 

total issues of curronoy (including one-peso coins but 

not tractional coinS)outstandinl! at the time the Central 

Bank begins operations. These issues sboul.c! include 

silver eert1!1cates and one-peso coins held IT.i the 

banks and the publle but not coins held as cover !or 

Silver certificates . 

The replacement o! silver corti!icates by Central 

Bank notes \Tould thus not atrect tho reserve requi.re­

monte ot the Central Bnnk in aey way· For example, if 

silver certificates out standing are 100 l!d.lllon pesos 
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when the Bank starts bWtl.neu (assumill& approximate~ 

20 lllilllon to have been issuad under pending l egis­

lation), o~ tho Bank's notes which, Ylhen added to 

the amount of Silver certificates and one-peso coins 

stUl outstandill&, are in exceos of 100 cdlllon wcr.lld • 
be subject to reserve roquiremonts. '!llo Bank • s notes 

that repl:lce the silver cortificates and represent no 

net increase in poao eurroncy or coin out.standill& would 

require no reserve. 

The silver poses rocol.vud by tho Bank need be 

retained o~ so long no nilvor certificates covered 

by tha eol.nad pesos rcmllin outstnndl.ng. All the certifi­

cates ar e r eplaced by b4nlc notea, el.tller because they 

are wom out or becoWto the Bank \YI.Shos to retire them, 

tho silver coin nood no loft&llr be held ns cover for 

Silver certUicat.>s . Scco naaot, howvor, equal to 

the aoneta.ry valuo of the sil vor coins will be needed 

to keep tho Bank'• aseots oqu.a.l to l.ts liabilities. 

Thoraf'ore, if at sa:>e t imo it should appear opportune 

to tho Bank to dispose or its silver coin at bullion 

valuo, it would b4 nocossncy for tho Dank to obtain 

eomo asset equal to tho dif!or.>nco batwovn tho coin's 

mooota.ry and bullion values, Tho Uission rocomcnds 
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that in t.his o"fllnt tho Oovel"hiOnt turn o'IQr to tbe 

Bank special Oowrnoont oortit1catuo with a face vnl\18 

oqual. to t.hio difforeneo, boo.rina no intorest and hav­

ing no maturity. 

The reserve requiro1110nt againot tho Bank's notss 

which tho ltission roeo-nds 1a tho IIIOdor"to ratio of 

2S percent. nus ratio, "" ototod abovo, 110uld aP!>l¥ 

to all noto issuos of tho Bank in oxcoas of tho a:.ount 

of Cuban currency (incl uding ono-peso coinS) outstllnd­

ing wben tbo Bank boginS business. 

Tbo Uiosion r ucomoonds that tho only l egal 

rusorvos of the Control Bank bo oblig4tiono of tho 

Stabilization Fun<:! soourod 100 percont by gold or 

foreign exchange. Thoao obligctiona 4rD describod in 

tull in Section VII. 

11bonevor tho local roser vos of the Bank f:ll.l. bolow 

tha requin:d lovul, tho Bank's policiua should beccae 

subject to constant reTiow by tho Advisory Council. 

Unless autborizod to tbo contrary by tho Council, the 

Bank should immediately Wldertolco 110asuros to restore 

tho required reserve rntio. I! ~ Council is not 

sntilf13d Ydth tho IIOOIUNI adopted by tho Bank it 

should bnve tho authority to rcq.uiro the Bank to alter 
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ita program. This nuthority should cont.l.nuo in rorco 

until tho loeal r ilservoa llN """" again a t or abovo 

the Qi.nimum r equirumonta . 

The quoation at whotber tho 25 percent reserve 

r oqui ron:>nt, With " Sir:tl.lJtr floxibility as rcg:u'ds 

r eserve dcricioncios, should appl1 to Central Bnnk 

deposits hoe produced two viowpointa 'll'ithin tho lliasion. 

Tho antiro Uisol.on is ngrc-ed thnt dollar deposito o! 

tho Bank should be rog:>rdcd as outside ita peso syatca 

and should bo ru111 cevorod by dollar absots in accord-

Mco w1 th tho best po• ctice or tho comorcial bcnks . 

This is discussed furthor in Soction VI . 

11.\Ja\ITY'S REASONS AgainSt tho Bank's peso deposits, hor10ver, tho 

Fat IIOIIDIAL CtllmtAL 
B.l..'lX RESERVE majority of the W.ssien racotl:lolnd• that no reS<:nl\ll be 

REQUlREUEliTS 
required. Tho princiPAl reasons !or this vieT! nro t he 

belie f tbot the Bank ' • lft.:ltutcry reserve rcquirolllolnts 

should be us low as public opinion \Till allow and 

tbat ns Uttlo prostigo as poasiblo should be givon 

to tho desirability or lilolinto.ining aey r~.xod porcontsgo 

o! resorvas. The tl4jority r og:>rdo as r nllociouo tho 

v1ow aome~s hold tbt.t high eontrsl Bnnk rasorvo 

roquirecenta of cold or f or eign oxchnngo nr o o uao!ul 

100nna or <>souring tho !oroign oxcboQ&O atabili t;y at " 

currency. J.t tir.les lorgo ot!icial holdina• c! gold 
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or foroign exchange ~ bo 4osirablo, but a t all ticos 

they shoul4 be .!'ull,y nvailnblo for export. D11llobilize4 

roservus or o of no d1roet utility in mointnini ng tho 

vnl ue of a currency. Only rosorvos which may be ex­

ported, that is Tlhich Oil¥ bo uaod to firu>ncc pa;,nents 

abroad, aro or vnlue f or thie purposo . Reserves ro-

qu1ro4 to bo hel4 against tho Central BanJ<•s li<lbilitios 

can be full¥ DObilizo4 onl,y by elU:d.nation of tboso 

liabl.li tics. Such 4ra etic cro41 t contrnct.ion cay be 

so cl=ging to tha national noltaro tll>t it beeoces a 

practical impossibility. M nlroad,y stated, the 

W.ssion believes tlut Control Bank crodit policies 

should bo gu14o4 by DOro 41scr1T.linat1ng criteri a t han 

rigid rese rve f orculas . 

The w.ssion is wll nwor.> that it has boon eustoa-

a:ry f or central bonks to anint:U.n r "sorws not onl,y 

a gainst their notes but nleo op1nst tboir deposits . 

In ~~e preceding par3grnph 11 sot f orth the conviction 

of tho llissicn that CubA oboul4, so tar as possible , 

IJD.intain i t s stock or gol4 nn4 f oreign excbango f or 

stabilization purposoo. Evon though tho Bank ' s aggre­

gate rosorvo roquiror.10nto noul4 bo low on the basis of 

tmc41otol,y prospoctivo linbl.litios, the anjority clo 

not mob to require la.rgo rosorvoe t o bo hol4 vhen 
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the Bank's liabiUties sho.ll have crown substantbl~. 

In oN.er t o avoid tbie, tho a~ajor1ty roco....,nds that 

ovary practicable moaauro bo takun t o provont tho bonk­

ing structure of t ho country !rom bo1ng Unkud so 

closely to gold or ! oroign oxchnnco as to subject that 

structure to shocks of a do!lationory sort at a t1ce 

of balruu:o of l"')'DDnta =ladjuatoont. Furtbe,.,.,ro, it 

is deSired to avoid popular a1.an1 due to t bo coa:10n 

ciseonception of t he significance of Central Bank 

rosorvc requ1rccenta . 

It probab~ oust bo recognized that la,y opinion 

nill not be ful~ content with a central ba nking system 

1n which nc1 thor notes nor doposi t s have soce sort of 

gold or f oreign exchange r osei"V(t. For this reason t ho 

llission recor:r.>ends a statuto:y roaorvo roqui.reDent of 

gold and f oreign oxehango against tbo not?• issued lr.r 

the Centr 3l Bank. All to tho doposits of t bo Central 

Bank, how.,ver, the ldsa1on bolloves that th~ro I'IE>ed be 

no required ruservas o! interno tional r:>onoy. 

306 

Sotlll oembcrs of t ho tllesion, hcmovor, believe that 

the Bank should be roquirod t o bold r oservos "gainst both 

peso notes and doposita . Thoy consider thot deposita, 

tu~ "" ouch as notes 1 raproaont Cent ral Bank erodi t, 

the volUI>C o! which should bo um ted 1n SCICI6 mao.sure 
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with relAtion t o tho guld nne! !oroig;n exchange resource• 

ot the country. They arc 1\lrthur or t he opinion that 

Cuba •s &Old nnd foreign oxohnngn resources will be 

at!ple to provide the nocessnry rosorvoe ngainst doposi te 

mthout ney restriction of tho leaitiaat" credit acti­

vities of the Central B4nl<. On Ulo bnsis of the gonornl 

figures (sholln 1n the appendix a t the end o!' this rei'Ort) 

25 percent roscrvos aotninst paso cloposits of tile Central 

Bank would &!X>unt to 4 c1U1on pesos . ;,. doubling or 

the peso deposits 1n tho hands o! the Cuban public would 

rniee thoso roquirod rooorvos or t he Central Bank to 

onl;,r 8 Dillion pesos. Owing t o tho large fiduciar;,r 

issue or notes f or v.1\ich provision iS D4d8 in this ro-

port, required r os orvos u! the Contrnl Bnnk against note• 

are likely to be neglisibl<l \lhon tho B4nl< begins business. 

Virtuall;,r the only rea...rvus requirud ""uld be Uloso 

nga.inst deposits . Siooo tho Cubnn Stebilization Fund 

nlrend;,r lwd $8 c1U1on at tho and or l.lnrch, and there 

wore possibly $JO cillion of unitod State s currency ~n 

tho hands or tho Cuban public most o! vthich Should, undor 

tho now s;,rsteo, bo repl!lcod with pooos nnd acquired by 

the Qovornnent; and since Ulo pros poets nre that the 

Cuban balance of intornntiono.l poo"DJnh dur1"8 the """ 

will lead t o far groator acquisitions of dollarS, thoso 
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cembora o! t ho !Jh81on holiovo t hnt Cubn 1a well nblo 

to adopt llhat appolll'a to t.hoc to bo " aoro rat101l.'ll 

S)'Stcu o! reserve roquiroaoata. In this connection 

they o.ro icpresscd b,y tho !act t hnt tho reserve "''•u1N­
cents aro not absol ute, but allow for " 01000t h adjust­

cent in thu Wll1lcel,y evant tb:lt rosoi"VIla ! all bolO>! 

the losol pS n1 rnna. 

Tho type of roservo requiroaont roc~ndad 

{whoth~r ngain&t notos cnl,y or against both notes and 

deposita) gives som \t4rn1ng when tho volum of Cantral 

Bank crvd1t is out of lino with tho NSOurc.:Js of tho 

Fund, n nd it prnvidos for c~rroctiv~ 11ct1on; but it 

docs not rlgidl,y f orcu t ho Bani< into action which mn,y 

be tnllppro))ri<:to to ~ oc~n..:cd.c situation nt t h3 tl.J>o. 

I! tho Bank'• ruscrvoo nro dofici ent, ! or l.n$tanco, 

because a bnd sugAr crop nnd ru> adverso balance of trodo 

aro drn1n1ng tho Fund'• r usourccs, tho BAlik ro.y woll 

decide th" t t.bo intomnl si tw>t1on 1n Cub.' r..--quiros 

support r nthor t han !\lrtllor pressuru t ownrd contr<>ction. 

I'n such o ens~, tho Bank ol.ght llXt<>nd crodi t frool,y oa 

the boot ooans of DOOt ing tho situntion, pending tho 

adopt ion ot other aoasuroa to oolMco Cubn 'a 1ntornat1ono.l 

pos ition. In purSuiDJl this policy tho BAlik would, how­

ever, MVJ t o> ll!lvo tho n~provnl or tho Advisory Council. 
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on the other hond, o pollcy of rastrnint DD/1 be dosir­

nble l ong befor e the Bank ' s rusorvo beconos deficient. 

Tho entire W.ssion naroes +.hAt the Bnnk should not 

expect t o receive froa the l ovol of tho Fund's hol dings 

of gold or f oroien oxchnngo its principal (!UidMce 

oithcr to expand or to contrc.ct crodit . DoveloJDJnts 

o! r ecent Y'..!tlrS c_,at ser ious dwbt on the visdea of 

dotcrt:!lning clcncstic crodit pollcy s olel,y on the bc.aia 

o! a colintry•s hcldl.ncs of intum.>tional. reserves. 

Able <md .far-sighted eontr:>l b~nk aanagooont s hould, 

under sooo conditions, oncuuraso tho ox~>nsion or bank 

l oans even when thuro is onl,y n Sr.lllll reserve of gold 

or ! or eicn exch.."UlJO nnd, undor othor conditions, a 

discricirotinc or rustrictiva credit pollcy DD/1 be 

desirable uwn thou:;, n cuuntry holds n lor~ amount of 

cold or f oroicn oxch:lz,.;o . !t so.- clonrl,y posSible 

th.nt both or t he ~"J>Othotic"ll conditions just stoted 

DD/1 aoceti.r:Jo occur in Cuba. Those problecs are dis­

cussed further in Soetion VII . 
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REl:UIREII<NTS UNDER The 1.11ssl on believes that the requirement of the 
NOR!.!AL CONDITI OIIS 

Cuban COillll9reial Code that banks hold reserves ol 25 

percent of their deposito should ba continued subject 

to possible codi£1cntion by tho Central Bank under 

special, 1ia1 ted circuostancos. Tho 14w should require 

thl:t ~t lc~t fo'.l!'-fitths ot tho 25 percent be held in 

deposits at tho Ccntrnl Ennk. i'ho l<.w should also 

require the s~ resorvo t.ralnst Sl>vines dc:x>sits subJect 

to n."'<luction P.t the discretion of the Ccntrnl llnnk to a 

minir.rum of 5 ;>clrcent. Coincident WI t.h this power to 

roduco these requi JVmont.s , the Bnnk should hove the 

power to defino such d•posits on.d iss uQ ref(Ul<>tions con-

c~mi"8 them. The currency in which these reserves must 

ba held is discussed in tho next section. 

F.IEIIG$CY COHI'ROL In c~:sc o~ threctenod ov~r-.. xt.tnsion or bank loans 
OF li!:SSRVE 
~L!;Ul?Dll::llfS or investocnts, tho Be.. 'it ahO'.Ild hav.> tho powor to require 

thnt cCIO:ICreilll ~. hold peso rcs,•rvcs hirh~r thnn 

In the int.C:rt'!st. or Culxm TJOl!nro rs riOll D.5 in 

justice to the ~s, llmitr.tions should ba m1.tten into 

th~ lr.t: dasicn"d to prowct thu bcnk~ r.rr.inst injury 

from applic::tion of this powJr. Tho h1~hor "'servo 

l"':qui~nt rrtio should r,pply only to d=nd deposits 
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i n excess o! those held 1>-J each bank at the u .., the 

increas e is ordered . f'l rthemore , it should be required 

t het the Centrsl Bank make " hat provisions are necessary 

to allov. banks to W.e care or any !1m collnit.ments to 

lend entered into before the incrensa is announced . It 

should also be clearly understood that banks m.ll be per­

a1 ttee to leV}" charg<>s on bank depooi tors suf~'icient to 

cover the costs o~ Nint.ainina c~inc services, includ-

ing aDOflb the costs a fair pro!"1t on the barll<s' capit.al 

in Cub:l . T!:ese costs nre ordinarily covered bj• ~he 

income fror.a the banks• Ct\ming osaet.s, but. if they are 

not ;>ermi tted to incr<ooso th~il· oarnin& nssots as thoi r 

deposit s increose , the benka should bo co~nsated 

through service clu:rgt'a. 7hc Control &Jnk should nlso 

be ~>uthorized to make cdjua\.clents for no• banks in order 

to pozuH them some derreo or uxpans1on of credit . 

The £ank should h.'lvo tho1 pcnror to cancel any incNasc 

in reserve requirenenta abo\"C 2~ percent . In periods or 

emer gency the Bank should '.lso h.wc thO PQ\o'<'T to roduco 

rcsef"V'C requirorxmts bole-.: ZS percent . 
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VI. Tho su.tus or tho ~ll.r r in Cubr 

PESO SYST!ll Special probla!M r.ro rcisod b;v tho olds tcnco in Cube 
OESIRI.BLE 

u:n:OD OF 
TP.J:SITI<Jfl 

Lf.G..L TE!IDER 
I'Cim< OF THE 
I.OLL.n 

of n l~rge volume of bnnk deposits, bank loans, securi ties, 

nnd currency, ~ll denomint.ted in United Str.tes dcllt.rs, 

side by side with similt.r inatrunonts denonin.>ted in pescs . 

i.n ex.r.ct stl'.toroent ot the degreo t c ""l.ch this ducl cone­

tr. ry systen is discdvruttt:~;oous to Cube ':'11~ no~ be under-

t..."!ken in this report. Uevorthele.ss , t.~c d!s~.<h-:.nt.:res 

saeo clc~rly to ;n-epvr.der:.te . 

The Uission believes t~·t Cubr should progress frco 

o. du..~l peso-dolbr system tc r.n 11ll-peso s;vsteo by 

(;rnduc.l, vclu:rt.try strgos . Legielr.+,1on to en.ferce .:1n 

<1brupt, coc;r,>uls~ry c~nvcrs1on DOOI:III likel y t o d o core 

hcrn than g<..<>d . The tn.na1t1.m should be bro.,ght nbout 

by inc reasing the preatica of tha pe>c thrvurb cr.reful 

end T:ise :"l.>net"'Y P<'licies. 

The i!issicn rec.rnands W t the left1'.l tender p<>"l'er 

<"f L'nited Su.tos doll.rre be tomint.ted et <>nee . But it 

doubts tbnt other in;>edi:.wmt.o r r~J.nst their use or 

Mr.sures !.>rein& dolkrs "'Ot <>f Cuba w.JUld be in Cubr ' s 

intorcst c.t this t1r:a . Oblir,rti.·ns don.,.linrtod in 

dcll.r.rs sh~ul<l be pr,yt.blu i n dol lt. rs •.'1 th full lord 

.,,notion . Tho .>tr.h1l1=-:t1cn Fund r.n<l tho Ccnt.rr.l D:.nk 

shvuld then c'ov. te tho: .. olv. s w tho tr.sk of r.'inmns 

full ;>Ublic c .. n.'id.lnco t h•t pJo. • r ru ""'"' desi n:bl o 
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th.!ln dollars for people in Cube to hold end use. 

/.t sam future tine, considerat ion sl>oulC be ;;iven 

to inpooing additional, mild deterrents to tho intemnl 

use of dollars, possibly includint; ~tion et r. ver;· 

loY: rnte on all transfers frca pesos 1n~o dollr.rs, extrr 

cha r~tes or ~xes upon the keep1n~ o~ dolL'r bt.nk baL-,nces, 

:me! other :"t!!:tsures4 

Dlding the leg:ll tender po>:er of dollr.rs l'lill proocbly 

render obsole•..e the provisions of the I<.w of JUly 8, 19)9, 

wher<!by bmks ere required to ceet doll:>r licbiliti es in 

dollirs but certein cl nsses of bank borrowers (as well 

ns other debtors ) roy repay doll" r loans w1 th r like 

number of pesos , re(:.r.rdl ese or tho current exchr.nge rate . 

f:ven thouth th~s provision of tho l en shculd heve become 

ineffecti\·e, the IJission believes thct H 110uld he ndvia­

t;blc th:lt tlds prv.1.e1on of tho lnr be spec1 ficrul:> 

rcpe:Ucd . Oblif."tio"" shoulC: bo :><-:T.blc o:>4' 1n the 

curr-oncy in uhich they oro dor.cai:v~te<l . !:'l. ~ ~e peso 

z:t JX'rity •ntb tha clollor, rcpenl o~ this L"" mll cr.uso 

no burden upon en:·ono . 

The p:-ovision of this lc.'" llldch <.pperentl,• res ults 

in ponr.li zing ~ny person quotin~ n foreign excreng• 

rn t e for the peso lo\,'Cr thl'n thu pruvious quotction should 

c loo ~ reperlc<l. It is no•. gonor::lly reco,U•od thrt 

1 t is bosod upon c maconc~ption of how r.n untrru:meled 
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foroign exch,:mgo a:rket should .:ork r.nd prohibits b.•nl<s, 

which nro foreign cxch.nngo broktJrs, rroo rospondinc to 

the forces of supply nnd dol!\.~nd in both directions. Tho 

ropcnl of this l:>n r:ould bo moro n 1111\ttor of prlnci;>lc 

than or ioporU.nt ctft!ct, oinco thu SU.bili'-ltior. Fund 

should succeed in eliaiMting nll but trilling !'luctu­

otions in the rete or .>xchr.nc~ . 

So lo..,.; ::ts doU.~r bc.nk bn.l.r-'lCcs uxist in Cubn, bo.nks 

should bu ruquin.>d 1>:' l.:." to koei) tlwir doll.:.r csscts ~nd 

thoir peso r.ssets in subsumtirl bolnnco nith their 

rosp<lcti ve dollnr nnd pes., linbili ti.,s. SUch l egisl.etion 

flill only mrkd cor.1pulsory v:hnt is understood already t o 

be the firm pmctico or tho b.'\nkD nOt/ in Cubo . 

The !Jission rec~:n::lando ful'thor th~t b.~ri<s be per-

a1 ttcd to hold their l cgnl ros••rvoo o.gninst doll.:.r deposits 

1r1 dolL·a., for c period cf Civo ~-e.crs . Poso .-.::serves would 

bc.nks should be r<'qui "-'<~ to hold nll thoir l"tcl reserves 

in pesos . This provision r/111 g1 vo r 10plo r.::rnin& of the 

chan~o ~nd should and uncortt.inty concerning the pro­

portion of dollars end peso• rcqu.1 rod t o ho held r.s 

c011onurcicl b:>nlt rosorvos . It 11.11 nlso give the coT.lll\C tcial 

bc.nks omple opportunity t o inducu their custoDP.rs to hold 

deposits in pesvs rothor thrn 1n dull~ra. 
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J.gc.inst all its d&;'<lsi t l1~bili ties denocin~~ted in 

dollnrs (includinc the nembor b.~nk •s reserve deposits 

r;)ferred to just nbove), the Contrr~ !klnk should be 

required to keep n 100 percent cuvor of ' hiph- rl':\dc , liquid 

dolli.r ~ssets . 
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VII. The St.nbilization Fund Uld its Rolotion to the Centro.l Bank 

GEN!l\JJ. I'Q'iE!lS OF 
SThlJILI::J.TIOll FI.IJID 

FU!ID 'S i'!lMO\fl 
IJ.CK OF p;:so 
FilliJJCING 

Tho llissi on rocoa:nonds t hat tho Cubnn St abiliznt ion .... 
Fund be empowered to~ ucquiru gold o.nd foreign exehnngo 

o.nd t.n use those holdings to at.nbilizo the foroign ex­

change vo.lue of t ho poso during puriods when the balance 

of pa)"''ents is adverse. . In orclcr t.n build up such 

holdings, the 7und should havu nt its disj)OSa]. ~equate 

J)OSO filwlcing, SO t.h:.t it C:>JI l'Vt:lin COld or foreign 

uxchiL~o until ~~dad. 

The Fund :>s fiO'<I coMtl tut.nd ru.s usually h:ld to 

svll its a equisi tions of dolle rs \li thin a vary short 

t im. Th" Fund's prinoit"'l soureo of foreilln oxch.>ngo 

has w en the dolL~rs \lhich oug·.r 'l.nd r.10l~sscs exporturs 

ucro r">quirod to doll.vor t o tho Fund o.t par . They w ro 

cntit1od to rvccivu proapt P-')'1'10nt or ~ l i ke n~r of 

pas os. IDU.l.v tho Fund h.~ 'c"""" to gonornl Tr~~ry 

i'Wlds, too Treasury h:ll uau~ll.y n..~d o.ll its fUnds 

uithin brief · interv:ls to "'''"t budgot.·.ry oxpenditur<>s . 

Socc or the Fund Is dollars \luro o>Urcbesod by tho Trensury 

ut par to oovt the Oovurru:wnt' s oxpondi turos "broad . 

Th~ Fund was obli;:ud to soll uos t of its rct:~.'l.ining 

dollars in t ho for.>ign vxcMngJ rorkot in order to ob­

tain pusos \'lith \'lhich to rul.nburs~ tho ~xpartors 

delivering dolltlrs . Tho Fund could rotoin only uh:ltovcr 
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prom= thare "'·" on thu dollar. Toll<ln the dollar wna 

nt pnr or nt n small discount, no in th" first quarter 

of 1942, t horo TinS no pro£1t in such opcr ntiona and 

thor o cay bavo buon n loss , 

Lac!c of adequnw pooo finuncing has not boon tho 

only f :>ctor pruvunting t.ho Fund free building up a 

stock of gold or forvicn oxcb:n;:o in thu period ;>rior 

to the last qu:>rtor of l9U. mlilu tho l>JSO ""s o.t n 

discount, tl1Jif a ttonpt by th J Fund to nccWlUl::>to f oroign 

uxchnngu '.lould l'kw" tundud to J"pross it further. 

In rocunt oonths, houovur, tho p.::so h.:ls gonG to u 

pruniwJ . \:oro t hu dollnr 110t us~d directly as conoy 

i n Cuoo, thu Fund 11oulu curruntly bo <>ngagocl i n acquir­

ing doll=s in oxchnngo for pu•os on n substnntbl 

s ca l e . Tho l!l.ssion 1o rucot.t.>.mding n poso systoo for 

Cubn mth Fund opur,tions on wh•.tuvur scal e is m.Jdod 

to oaint:dn !X'.rity batwun t..'w puso nnd tbo doll::r . 

;, good caS<I t:xists a ithcr for p~cing a country's 

foruign oxcbanjp) stnbillz:.tion opurntions in Ul<. control 

b:'Ulk or for ostnbllshing nn indopvndont fund . Tl>J 

Uiffor ancu butwoon tho t\IO rot hods iS p<Jrtk'ps ooro 

nppnr ont thnn runl. 

If tho cuntrnl b:mk beys t ha gold or foreign 

<>xch<~ngo, onch poao•s •.1orth thnt is ncquirod will 

ordin.'U'ily bo f in:Uleud by nn 1ncr<>:WO of one peso 

/ 
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in the central bo.nk• s out st.und1ng bonlcnoto or deposit 

li~bilitios. If tho stobiliz~tion fund is indcpondont 

or is n part o£ the Treasury 1 tho ncquisi t ion of ••onu­

tnry gold or foroign oxchnngo 1.11>,y be fi!lMccd by 

i .ssuing against the gold 01\U £oroign cxchont;O !lCquirud 

sor"Ml obligation such "" aold or !oruign oxch.'Ulge 

cortific:>tcs . 'i'luso could be Josign..><l to s~rvc oit!10r 

"" eircul2ting currency or r.s tho "'"'"" o£ obtaining 

n deposit in tho eontr11l b:>nlc. 

U, hcntvvor, tho nonut.ury tu~thoritios desire to 

fiM ncc th~ incruaso in the s tock Of gold or dollr.rs 

vithout i osuina nlftl 1.1<>noy1 1t is ,><>ssiblo to do so, 

\lhothor t ho fund is jXlrt of th~ b:lnk or sop.'r~to froo 

it, ~>'/mons which oru diucuos.;u bol0\1. 

The Llission f vulS th.o.t thJr<l is n prcpondcr nnco 

o£ oov=t...ao "t th. pN..,nt tio.> in r.aldng the Cubon 

Stnbilizution Fund oap.:.nW freD tho ccntr-..1 B;;nk, for 

the foll~ng r~asons, {l)Rusponsibility for the 

£oro1gn oxc hMgo v:llu~ of tho pvoo and opor:>tions to 

stabilize th.o.t valuo should be plncud in "" ngcncy 

tully r osponsibl u to thu Qowrnnunt. {2) Profits or 

lossos oris ing fro10 otnbilizntion opvrations shoul<l bo 

for tho nccount of thO Qovornwnt and t his accounting 

Convuniont' .. ~nd undcrstnn<l~bly 
c~n be ~rrlocl on uoro ~ 
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\IliOn tho Fund is sopnro.tu tho.n whun it is pnrt of tho 

Bank, (J) 1. sopnro.to Fund onlws i t cnoior t o hMdlo 

319 

the fino.neing or o.oquiaitions or gold nnd foruign 

oxeho.ngo by borrovting !roo thu )JUblie. Tho signitic<.nco 

of this rncnsuro is <liscuosoJ furthe r on in this suction. 

Tho m.nagooont or tho oxisting Stabilization Fund 

in Cuba is "holly within tho Tr-.o.sury. ':11th tro .. stob­

lishl::ont of " Contral Banlt it o.ppoo.rs n.Jvisablc to tho 

lliss ion tht.t tho Govornor or the 9o.n.'< should pnrticip.'ltc 

in the oant~gcncnt of thu Fun.! just ns tho L!i.nistcr or 

Finance pnrticipjt.JS in thu nanngoncnt of tho Bonk. 

Tho comunity of intcrusts cn<l problor:IS is so close 

that this ningling of tho 110nogoront s should contribute 

to c~'ficiency am unifivd policy. Tho W.ssion thcrororo 

rococncnds that thv !.tobilizntion Fund be <:doinistcrv<l 

by o. cot:Dittuc cO:l,lOlh.l<l of thrvc ~:~Ccbcrs: the UiJiistor 

of l'1no.nc:c, who should 'be ch..~im<.n, nn eppointce of the 

Uinistor of Finane.., o.n.! tho Govomor of the Central 

Bnnk. 

Probably thu sl.z;iploot ootho<l for fin:u>cing tho 

puso requin:ovnts of an indopondvnt Fun<! is to givo i t 

thv r iflllt to incur o. poao ovor<lr:>ft nt thu Control Bo.nk 

up to tho cost of trw gold or foroign cxch:lllt:C addo.d 

to the Fw1<.1' 8 holdi"'J•• ;lh.ln thu Fund buys gold or 
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toroign exchnJl8o- -ci thur in thu opon JJUrkdt or rroc 

exporters doll voring uoll:>ra no tho low n011 roquiros-­

tho Fund can pny for it <Yith A chock drnrm on t ho 

Central Bank, in posoo . The chock baing "Ccopt.::blo at 

ney bank, th" sullor of tho gold or foruign oxch::ng" 

'1111 rce·Jiv~J p:l)'Q.lnt ut his conv~oHli.oncc. ':':hen thu 

chock is prosontc<l to t ho Ccntr:.l B:mk in tur:~ b'J " 

cca>ercial bank, both tho, Ccntr:>l Bank's liabilities 

(cith"r notes or <lo,x>Sits <!uc to banks) end thu B<tnk's 

assets- i.e . , tho ovor<lnft of t ho Stnbili:ntion Fund--

<~ll i ncra:lsa by oqu:>l nooun~s . 

Unl...>ss consitlorationo ot Contro.l Bonk credit 

policy dict:ltc o t hon'liso, tho ovor.lr.>!t need not bo 

rupc•id Wltil t ho Fund <Yiahoo t o uso tho c<>l<l or foreign 

oxch<>!l&e socurlng it . ,,t thnt ti""' tho Fund will sup­

port tho poso in tltJ f o r .. ign uxch:>ng<) m r k<)t by solling 

gol<l or foreign oxchnnga in oxcho~o tor pr.sos. 'lh<> 

pesos so obt.'ll.n. u will bo ap,>U~'Il on tho Fund's over-

Tho Ui ssion rocotr.lonuo that whon this Central !l:'nk 

ovcrdr.>!t m thool is uso<l t o fillllncu nccwtulntion of 

gold an<l foroign oxchnna~ , tho overdrafts boar no 

inturost nnd 11-~vo no nnturity •. This rtill givv the Fund 

tho n,>proxin.~tc equivalent, so !nr ns ability to obtnic 
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pusoo ie eoncarn..'<l, of tho Unitvu Stl.tvs procedure of 

financing ncquisitions of cold VJ i ssuing gold ocrtifi­

C<ltos to the. Federal R.>sorvo Banlcs . 

Tlw FUnd sboult! retain titlo to CIV gold or foroian 

oxchllngo Which it acquires, b~t thll golt! or f oroian 

oxchnnao could bo held b,y tho Contra l Bnnk as trus too , 

,,s nlron~ st<lt.ot:, uso of Conkal Ban!: overurafts 

to PQ¥ f or aceunulationa of gold ond foreign cxchonge 

will inere~so, peso for PJSO, tho currency or bank 

o!oposits h"ld b.Y tho public, providoJ that offsettinj; 

chnngua do not ttll:o place . Tho public ' s oonotery habits 

will uutonntic:1lly dotc.rr.U.no 11hothur tho increnso occurs 

in currency or in d~posits . TO thu uxt.ont that it 

occurs in cloposi ts, thu uverdrnft nothod will rcsul t 

ru.so in incrc:>sing tho rcsorvos of tho cotDOrcial b:lnks 

by " liko """unt . Thosa in turn uill bo tho logal oosia 

for a nultiplc cxponsion o! c~orcial bonk crc.clit, as 

discuss"cl in Section III. Un<.lor 801!10 circuastnnccs, 

incronsua of mcmbur ban!< rosorvos trw l,y cvnilr.bl<: f or 

ti\J oxp<lnsiun of bank loons nnd invustccnts cey bo 

NS~<nlod es und~sirnblo . 

During thu 'IMI', ><~wn Cub:l•s bolence of intornotionol 

payoonta my NSult i n wry l.>r J• rut p<IYJ>Onts to Cuba, 

tho finnncinc of the Fun<l t.Jey bo a onjor influance in 
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tho doccstie er~dit sttuntion. Tho Contr~l Bank should 

bo g1 von pwcr to rogulntu this !int\ncillJ insof~ as 

possibl e s o as not t o cause un~o•irnblo aff ects on 

docostic credit conditions . If it should be gaJa coo­

pulsory that tho BMk tin.mco tho Fund without interest 

nnd without li!l!.t, tho Bonl< would probnbly bo unable t o 

pursue a policy of DO<I.:Ir ntillJ cruJi t oxpnnsion in the 

yoara ia:lediatcly ahond without nt lout r asortin<; t o 

stzvng GI>Clr,;ancy ccasUNs of control . 

'!be Blink Will not have onll.n..ry l oc.ns, or assets 

suitabl e f or s '>le in tho o~n cnrkot, in noarly su!fi-

ciunt vvlun>:: to nbsorb thu moubor bank reserves crontcd 

in finnncin;;: tho Funrl. Cuba ' s fAvor nblo trade balance 

<luring t he c<;r.lir>;: yunr will prob~bly oxcood t;lOO Dillion. 

Part of this bal.mee my bo loft nbroml or plnced in 

<Iollar deposits in Cubr., but in n..llition to the tr<U!e 

bal.Mco there vtll be suvor<ll othur s ources of <lcllars 

llhicb cay be vffcroc! to tho Fund . lloro th--m t,):) .Ulllcn 

woro e stinatod t o be in public circulaticn in Cuba a t 

t he ond of lbrch, ar>J this cay bo offoro<l in lar,;o part 

t o tho Fund. To tho uxtont that proc.ods of the 1/25 million 

croclit free tho Export-IJ:Iport !lAnk an<! tho (;20 Dillion 

Reconstruct i on Finance Cor porat iJn anvanco ! or the dov~l­

opccnt of coban niclrol ,lupcGits :;~ru apont in Cuba rnthor 
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thru> for i uports froo tho Unitutl Statos , t hey Will havo 

t c bo cunverto<l int o pusoe. It \fuul<: bo unsG!c not to 

r ockon with n possible ocqu1o1t1on of ot luns t ~50 n1111on 

- - purhops several t1mus t hat fiauro--by tho Fun<l 1n the 

noxt YOllr or t-«o. Tho oppurul1x to this ruport sn.,...s 

Ylhot might bo the uffoct un tho <l<CJOstic cr.:uit situation 

of on a cquisition of "50 ailllon by the St.-.bilbct1on 

Fund. 

r.:o SP':l:II.L I'01l!:RS To <!o->l With such 3 oit uation, t ho :lission rccco-
ro co:rmoL s.JIK 
CREDIT ncl'll.is tlnt tho Br.nk bo ctvon t>tu spuc1al J?ll""rs : first 

RESULTS OF THS 
PO :3R TO RI.ISE 
RESERVE 
l\!llUDIE!IEJITS 

tho pmmr t o r i\isc t ho l o..tnl rosorvo roquiru""nt s of 

COr.Ylorcinl b:tnks , r.s str.ttJ\.1 in Socti->n V, ant! socvnU, 

tho JXAIOr t<. cc.,pul tho Funol w obtu1n its pesos outsi~e 

tho Central Bhnk . Othvr n,..nourus uhich un.y be naccssary 

to prevent inflativn in Cub-> lio eutsi<lo tho usual 

!'l.lnctivns of " c~ntr:ll Bmk, tiM IIlh of cours-> the Bank 

roy .;tva tl.!vicc t... t ho Qovarmont ~n their :ulo;>tion. 

By usa or tho powur t.v rt.i so ~sorv,:, r-.Jquircccnt.s 

the Central S.'lllk coul <l l1W. t thu f'urthur oxp:msiGn o! 

bnn!t l onns emU 1nvost.D.Jnts t.v nny (!OJN O clusircd, al-

thuu~h fraquont chonooo in rosorva rcqui~nts would 

bo i na<lvisablc . Tho qu:~ifyin;:: provisi ons rccumonc!od 

in &Jction V uould 1\o..'l.k.:t UMYCOOSC.ry arv !orc~d c<.n­

trr .. ction t..! l <X-nS arx! inwstrwntS o.lroal!y oaJo . UCh 
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bank coulu cvnt1nuo tv r.>:J.n~in its ;>1\:vi .us v<>l.uro u! 

l oons an ! invosto:mts ~.;uts t.o.rulin~, with B\l:h further 

.:rowth ns tho Cuntrol Bank nnu tho c on.\itions porn1tt..d. 

Furthc ruoro , Mnks could cuntJ.nuo tt. rocoivoJ thoir prvvi.ouG 

incuno fNJJ lor.ns nllll invootnJnts, "'ss1bly ~u..,.,ntv<! by 

auw incrc;'lSC in int.;rost rntus aru; inc!.ll'C froo scrvic~ 

tloposits o,r.inst Tlhl.ch hi(;tl rvsur-...o ,..., rcquiN<I. 

Tho s.con.l spacial c .. ntr"l -..Mch the !lission r-cc-..1-

n:.JI"k!s is th::.t t he Contrt"~ Bnn!.: b..1 ~ivon th ... pcr;;l!r to 

rl.lquir-c tho Fu.ncl to ccr.ao !rnninJ U})l n 1 t, or even to 

Ncluco its ov·or c:r:U"t to n~ oxtvnt M<l .,t :.ny tico tho 

Contr:.l Bank <luur.lll it a.lvisr.blo . Exurciso c>f this 

powr by tho Bonl< shvul : ruqu~ro nn <~!fim:>tivc vet~ <>f 

fivo W.roct<>rs . Tho cffvct.ivonuss .r t his por1cr as a 

crcdi t-cvntr'"'l •!ovic.J is r"~il.y uppar .mt: Bu~tir'l(; :;c.lJ 

or f t.oroi,;n '""xeh.:n.:,:c '".11~'1 p...sc..::a ¢bt .. i,n...d tr-..;L s .... u.-ols 

othc:r th.on th~ Contr:.l B·.nk t 4nUO t . PI"vent tho ;;r-uth 

of leGal bank reserves . 

To the extent that tho FUnd had to finance its 

acquisitions outside tho Central Bnnk it could draw 

upon tho general reve nuoo of tho Treasury , or i t could 

oell a row type of credit instrument to t ho e>arkct. 

Tho Uissi on Sll~ests t hat. this ne>Y instrur:>ent mil!ht be 

/ 
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a short-te•-.. note of tho Government seeur •ld by tha gold 

a nd dollars of the Fund. The l.lission :U.s been wormed 

that a nota so soeured would havo exceptional credit 

standing in tho Cuban markot and under ordinary circum­

s tances would sell roadil,y at a very l ow rate of 

inter est, Of course , 1.! a firm """"Y poliC'f trere bein;: 

put into effect by tho Central Bank, tho r"te of i.nt.crest 

on these notes would rcnoct tho general high lc•;el of 

i.nterost rates, although it should still hnve a consider­

able di~rorcnti.Lll in its favor. 

The ext<>nt to trhich t ho gold ond dollars a cquired 

by thu Fund should be pruvontcd fran havin<> tho effect 

of increasing t he rcsorvuo of tho commorcial banks should 

bo l oft f or dotorminotion in tho light or circumstances 

curre nt a t t ho ti.cc . 

In all probability i ntvr.Jst poid on these FuJ'.d 

notes to ~:~o.V.c theu acecpt.ablo to l anders will ult.imato!ly 

hovo to be poid by thd Govurrm..nt out of its gcnoral 

funds. The intoruet payl!l)nts lfill probabl,y <>xc..oed ODif 

profits whicll the Fund can moko by stabilization oper­

ations around por of oxchnngo. on tho othor hand, 

Stcbili~tion Fund notoo full,y sucurod by gold or 

dollars should be saloblo ot considorabl,y lOI'ror int cr<JSt 

cost than othor obligations of th<> Cubw> Govurnn>Jnt 
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or or official credit aconcioa such •• an agricultural 

b<ml: . at any timo "hen, !or r~n:sono o! crodl.t policy, 

only a llmitod nJDOunt ot Control Bank cr.,dit can be nnclo 

nvoik,bl e to thu Contrul Qovurnmont, official crcclit 

occncias, nnd tho Fund, canbirucl, it mey be ' · net s aving 

to thu Gov~rnccnt ns n whole 1f th.J Fund is finance<! 

pnrtl.y in th.l open C~C.rket, l (lt.v1J1G the :lvnil., blc Central 

BaO:C cl'\.'cli t for tbJ Go•JUrn::>ont or the l cncling n...,ncics. 

ThJ r "by obllgt.tions bo:>ring tho 10\fcSt r .:>.tes o! interest 

"ould ba sold to the opon morkut while oblig~tions bco.r­

ing hishor r~tos of inturost >~ruld be bought by tho 

Cuntral Bank. Since thu Govorlli:~Vnt is the residual 

benuficia.r:y oi Contrnl B:>nk oarnings , this prccoduro 

\IOuld rocluoo th~ GOvornoont 1 1 n.;t cost of borrcwing. 

A throatoncd cxco"s of sold o r foreign exch:mge in 

Cub:> s""uld probllbl.y bo !"O(!'rdJd "" nbnon:o.d. In setting 

up thb Centr:.l B=k nt tontion e11st :llSo bo poid to t.'>o 

opposito possibillt;r, th' t of t hl u>:ch=g<> stsbUi~atton 

'uthor1 ti~s having difficulty in ..: ... ting c.n rulvorsc 

ba.lanc" of intornntion.>l P..'l¥""1nts. 

Tho l!ission f ully rocosnizos tho im,x>r tc.nce of pro­

tecting the oxchanso stubil izins operations of the 

St nbillzntion Fund rroa oxcussivo c~dit expansion per-

ml.ttod by t oo contr .>l Bon]<. Th.J Fund is responsible 
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for caintaining t.bo foreign uxcbnnsa volue of the pesos 

issued by tho B:>nk. Concoivub~ tbo &nk mi&ht nuxler 

tho Fund ' s task impossible 1t it nllO\TOd nn expo.nsion 

of credit Ttithout r al ntion t o thv gold ond foreign ex­

chnnge resources of t he Fund. Cubn•e cconOJltf is mrkod~ 

do pendent on export m:1rkots for nlo of its production 

r.nd on i:llports for suwlios or C>.lrtf typos of goods . 

hccord1ng1y tha B~'• dJcision to etimul~to docastic 

purclusing po;:cr =&t be gu.id. d by tho ckngor of ongon­

doring o d=nd for lJ:Iports lar ger tlun current ex,>Or ts 

cnn P81J for, o!tor mooting oth.lr nocossnry foreign 

poyoents. The Mission thoroforu rocO!llm<lnds thnt Central 

Bank credit pollci~s bn dotorr.>inod with const ant refer-

onco to the rosourcos of tho rund And to th.J probl em of 

CDJ.nt aini.ng t he forvign exchongo stability of the peso. 

'!"ho JrOSenee on t ha B:>nk'S bo4rd of directors of two 

of tho t.""-<e ...,llbers of tho Fund 1 a I:W>Zlgc..,nt should 

ser ve in lor&e JI"Tt to intogra w their r,spoct.ive 

policie s . 

To provide for t ho possibility that Cuba ODiY """" 

doy he fa ced with a not bnlnncu of foreign peyconts so 

odv.:.rso as to oxlulust or (thr<ont on to ~xhoust} the 

official holdings of gold ond roroign oxchongo, the 

Uission rceomcnds tMt t h.l fT"JJO\tOrk bo set up w1 thin 
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tthich it will be possible t.o aubj oct all f oreign oxchnnge 

transactions t.o l i conso , Such n step~ bo a necessary 

prolim1mry to a basic odjustmont of nn exchange ra t e or 

other r.>ensurc designed to pormit r~oponing or a Cree 

oxehange =rket on o socuro basis . Or H m:isht prove 

desir abl e undor thu circwr.atnnco• or tho til:Je t.o continue 

the DOder at ing influonco exor~d b,y a licensi ng system 

upon such foreign ~nts ns oxcossivo icports, speeu­

Lt.tion llgninst the paso, h3nvy purclusos of foreign 

Soeuri tius, flight of capitol, ot c . Tho Prosident 

should be authorized, on tho ndvicu of tho Stabilization 

Fund Coor.dt too , to require liconaing of foreign exchange 

t runsoctions cy t ho llinistor o! FiMncc. Hhothor or 

not this powur is vvor utilizud is loft to t ho j udjll:lcnt 

of th·J Cuban oonetory author1 tios in powur when t he 

oood r:my arise. It i s an ocorgoncy pow~r 'ofhich should 

bo used only woon tho Fund'S capacity to stabilize 

oxchangs t hreatens to bo l.rwloquatu . 

Although not wishing to r . at rict the judgcent of 

those authorities actina in tho light or actual future 

conditions, the Uission, ns euggoetod in the preVious 

paragraph, holds tho viuw that f or Cuba somo oeasuru 

of forei gn exchange rationing is pre f ornblo to efforts 

to r estore bnl :mcu of P''O'Wnte oquilibr ium cy wide or 
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troquent fluctuations in the f oroign oxehange rate. 

In support of this viow i t ooy be o.rgucd, first, that 

Cubo.n oxports will not bo incroasod subst£mtially by 

deprecia tion of tho poso1 oecond, tha t the vo.lua of 

Cubo.n ioports will not be rodueod to n sufficient degree 

or in a d~siroblc cannor by a cloprocioting poso; and. 

t hird' t hat t r ansfers or tunc! a nbrond cay be 80 aggra­

vated by depreciation or tho t unr ot further deprociation 

tho.t it tlill do consider"bly coro not hnnl than good. 

Those suggestions , hol1ovor, apply only to conditions 

\~ich can non bo !or~soon. 

Tho Uission, howuvar, fully r ucognizos the possi­

bility t hat futuro ovonta rney cuusu tho peso to beco100 

ove rvalued or undorvoluod in relation to other curren­

ci es . At such n t i.cc tho foroign ())(chance authorities 

D'IY conclude that this ovurvo.luation or undervaluation 

rona.ets coduring mudjuatoont in Cub:ln costs and 

pricos in relation t o those nbro:W. In this event, it 

would be 4 P',>ropri:>to to rucocnond to th<l Cuban congress 

0 eh!lr~j;C in tho priCO of COlU :U\11 h~nco in the pal' of 

ox.change . 

Uncl"r proscnt and prosp.~etivu condi tions, hOYiovor, 

t he J.tiosi on beUevos t hot tho stntutor; gold value of 

the peso shoulcl be sot at purity with tho United States 
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gold dolln.r ruld th:lt tho Cuban St<>bilbation F'Unll should 

tulintru.n tho foreign exchange voluo of t ho puso w1 thin 

u ra~e of cdr <, technical fluctuations around parity, 

i . e . , wit!..n a r an6<1 of not QON than t..o percent in 

vithor cliroction. Cuntrol Bonk credit policy should 

be detora1ncd in tull consideration of Cubn•e excbango 

outlook, but, when op;>roprl.ntu ~ooostic crodit pollcy 

und othur ooasureo ""' un.:lblo to keep tho balanco or 

forai;:n pa,y::~<~nts in oquillbriw:~, tho Govorrcent should, 

in t he opini on of the ll1ss1on, uxpoct to ochi ove o cora 

sotisfnctory adjust.r\lnt by ~iNctly restr .. ininc cor win 

typos of intor mtion:>l t.rons~ctions t luln by a policy 

of e xehnnt.;e ,loprvcil\t ion. 

Spocitically, and in Nc<~pitulation, t.he llis•ion 

Mkos tho follm<in<: roco!.lllondotions concerning tho 

ostabUIIIU'Iont and !llnctionina of o Cub:lll St<lbilization 

Fund a~l concern in,! tho disposition of Cuba's ~old and 

foreign uxchnng~ rosorves : 

(1) Cuba's stoclas of convtary golJ and foreign 

exchonco shoulu bc •~cr•gotad in n Stc.b1liution Fund 

to be used for tho stabillzt.tion of the puso . The Fund 

snould bu char
0
'0<l mtll the responsibility o! purclulain;~, 

hol<lin:;, o.nu e" Uln~J eold and foroicn oxohMcc to 
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stabilize the peso, Tho Fund ahould atabilize tho 

toroicn exchnnJe vnluo or tho p.Jao ot the oquivo.lcnt 

of the gol d value of th~ puso, allowing only minor, 

wchnicol fluctuations around thot laval. 

{2} IIM\a~clliCnt or tho Fund should r e st with o 

COLltUtt..e Of throo , conSiSting or t ha L!iniSt..r of 

Finan®, the Governor of t lw Cuntr4l !lank, both ex 

officio, and one coober s olactad by t ho ILlnister of 

Fin:lllC8. 

{)} The Fund should be authorized t o obtain pesos 

froD tha Central &-.nk nth which t o purchase (lOld or 

!oroicn cxchanil" on tho b oots or overdra ft fncUi tics 

ooaring no interest nn<l hovinc no nnturity but tully 

se curc<l by (lOl <l or t oNi.lJ' oxchnni!O . In audition to 

incurrina overdrafts a t the Cuntrnl Bank, tho Fund 

shoule be outhorized to borrow trOll the public {includ­

i D<; the concercial ba.nlal) on int~r<~st-benrin<; notes 

se cured by gold and t oNi.;n oxchlDo"O· Tho Fund should 

hu authorized to plodGU ita hol .U.n,;s Of i:Ol d and 

f uroi(lfl cxclunt;o to socUN thosa nows . The Central 

llMk should havo tho powor t o r oquiro the Stabilization 

Fund to cease expan<linu its overdraft at t he Bank or 

to r educe 1 t to arv oxtont tho Bonk do OilS auvisoblo . 
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(4) Profits ~ looses !rom the operation of the 

Fund should be t or tho nccount o! the Trensury. 

332 

(5) The Fund should be roquirod to publish audited 

roports showl.nc tho di sposit ion or proti ts and arv c!l.s­

position of foreign oxohun.:;c or JOld m:~do at prices 

other thon thu pr~vailina Llllrkot prico at reasonable 

intcrv:Us n!tor t he trMsactions tako place . 

(6) The Pr~s~ont ot tho Rovublic should h3ve 

I""' Or to or<lor, on t lld roco"""'nd.ntions or the Fund 

Col"nittoe, tha t any or nll t oreic!ll axchanco trans­

actions, i aports, ox_>orte, nnd 1ntorMt1onul ooveaents 

or funds be subject t o liconsd ~ t he Uinistcr of 

Finance . 

(7) Tho Fum! should bo uuthorhell t o hol d pesos 

n~ninst its ovur <lrafts ut tho Cuntral Bnnl<, in any f ore 

nccoptablo tu t ho BGnk. 

The purpose uf t hio proviSion 1a to ::>!lko 1 t possible, 

when clcsirable, not t o revvnl t ho ticc end t he cadllitude 

of t he Op<lr::.tLons of t ho St nbilizutiQn Fw>J . o~rations 

Ill\)" be con<luctcd in contiuonco nuch ooro successfull,y 

if, nt n tire when tho Fund iu sullin& its cold or 

dvllnrs in orllor to support t hu peso, it can ""intnin 

its ovdr c!rn!t nt tho Central Do.nk r nthor than r"duce 

it a s s von as ~old or dollars nro s ol d . Otho~ise, tho 
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Fund's opera tions and t ho abo ot ita hol di.n;:s of ,;ol d 

and ! oroign excbrulge could rolldil,y be dotect-...d thNugh 

1!11 inspection Of t ho chM(lO S i n the Siza Of tJie Fund IS 

overuraft in tho bal:lncc sh"ot of tho cuntro.l Bank. 

Th" ovel'\lr o.!t raao· be m:U.ntuined unchol'lded 1! tho Fund 

333 

is pormittet! to securo ita ovol'\lr n!t oi t hor with gol d 

urul f orciilJ'I cxch:lnt,'C or with pesos . AS col d and f oreign 

exclnngo arc witlxlra,m, puoos obte.in:>d ! roo their salo 

c<>Ul-<1 bo substituted . Thu l<lCurity f o r t ho owrern!t 

nould s till be cuoplote . To prooorvo its control over 

bonk N s orve s, th<J 83.1\k shoulJ bo Jivon authoricy 

ovor t hG f oro in whi ch tho Fund I1UIY koop its peso hold-

11lJS, us bEJtw~Jcn eurX\Incy, dopoeits in tha contral Bank , 

or deposits olsewhoru . 

(8) Tho Fund s hould be p.. n.1itteu te invest i n 

hizh-~e f oreiilJ'I s<Jcurities 11~ of its sol J or f oreiCP 

oxchan,;e not pled~...U '" aucurity f or its liabi lities 

with .:ue N t:ard tu the """d to hllvc a considerable 

porti on of 1 t s ! o:roi.;n oxclnn_:o r es vurces sufl'icient)¥ 

l i quid f or ir.ccdio to usa . 
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mi. !11scellineous Provisions 

The & nk should be nuthorized to hold deposits only 

Of C'o::Del"C!al banks , the GoVC!":"l:lent, govemcent.£.1 i~t.itu­

t ions, :tnd foreign governoents nnd centrnl b.~nks. Do posits 

t:ll>:Y be rccepted in My currency nt the discretion or the 

ilu1k . 

The U.w might provide tor t he "doption of so""' symbol 

for the peso in order to f ccilit.nte i ts ditrerentllltion 

from the dollnr . 

The Bonk should hnve the power to require eUJ!d nn­

tions Mel etoteoent.S of eondi tion of bnnke in Cubn 

nudited by public sceountcnts acceptoble to the Bcnk, w d 

to cuthorize or prohibit t he openin& of nO'If b!lnks nnd 

br::.:1ches . 

The llnnk should be r.uthori :ed to conduct reser rch, 

to ;>ubllsh b'illeti:u~ nnd reports, nnd to obtain inrorm­

tion neceoo:1ry for tho conduct nnd fomr.tion of i to 

pol; cies 

11le Centre! !lank should b1 the !'iscr 1 orent or tho 

Trecsury or the Republic, r nd r.s such should perfonn 

such services "" uro typic" l lY required of fiscti agents 

by the l!inister of F1""nee . £xpcD8es due direetl7 to the 

cerrying out of such s ervices should be reimbursed to 

the Bonk by the Treasury. 
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The Centr~ a~ should be free of ce~1in ~~es 

(to be speci!'ied by Cuban tM specialists) . It possibly 

should h:tvo the r.~.ul Ironld.nc privilege, thouch this is 

not essentid. 

The !lrulk pr<>bebly should hnvc the pomr to establish 

br:tnches nnd ngencios. 
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SUliiU.RY OF PR!!iCIP/.L !!EtWIENJlJ.TIOIIS 

I. Cnpitr.l 

S million pesos i n c~.sh of 1<hich nbou~ J million to be subscribed 

by member banks nnd about 2 million by the Government . 

J million pesos of cp,p1 tr:l surplus, to be contributed by the 

Govomccnt 1n the fom ot s;;>ecial Trcr.sury oblig,tions. 

Divide nds on oenbel"-br.n!: sh.".rc~ to be lilll.~ed to 1. percent; 

tha Govcrnncnt to receive no dividends, but to receive 

~ll o~mir-rs nl't.er prevision for or.mod surplus, uhich 

:.ccw:ru.L"\tcs on be hal! of tho Oov\lrnmcnt.. 

Il . tl.,'\1\..'lC:Omcnt 

.. Dotu'Ci or J:i roc tors or sovon rnor.1bors to control tho D..'"'.nk . 

Tho :oonburs will includd : 

Tho Govo rnor of the Br.nk, soloctod by tha President. 

Th<:! Fim.nce llinister, £! o!'fieio. 

Tho herd or tho ,.j;ricuHurnl Br.nk or en addi tion.-.1 

Class B direc~or. 

Two Clr.ss J. dircctors cppointod b)• Ute President 

free pt.nols nonl.Mtod by tho OCI'Ilx>r br.nko • 

'l'r:o Clr.ss ll director~ "'pointed by the President . 

1.11 :.dvisory council on !.lonutr:ry Policy, conposcd or Cr.binct 

otricors r.nd Prcsidcnli:~l nppointco• , to consult "·nd 

c.dvisu w1 th the Govornr..,nt :.nd tho Dt.nk on ml'.jor or.tters 

or crvdit policy. 
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UI . !.o!lne ;.nd l i\Ves tr.Jents 

Thl? Br.nY. s lw 11 hnve t ha pon r to: 

R>discount for mol:lbcr bnnY.s 120 doy COillnc rcial and 180 

dr.y n~riculturel pnpor or mako 90 dny ndvru~ccs 

sucurod by s uch Jl<'por. 

Hake direct eocrgency 90 dry loMs to "'amber benks on 

nny sound et...sscts . 

Extend locns to tho GovcmJ'IOnt, subject to spccifiod 

linit.~tions . 

!::xtcnd lo.ons to official crodit q;oncios, subject to 

speci fied linite~ions . 

Hulp fin."\llc~ the S~bilizntion Fund •a nccw:J.llr.t i on of 

p,old or foruign oxchr.nco . 

~c di,-oct lot:ns t o the ;>ubUc undur spocific-d uo~rgency 

conditions . 

Ct rr;t out op->n- ..,-ritc t pu.rchrsus end s r les to il:lpleD<nt 

credit policy. 

IV. liotu Issu~ end til'! l!t!servc Rcgui renents or th~ Centrrl !!anY. 

Thv Brunk to hLv~ the exclusive notu iosuo power . 

Th~ &.nk to essume the silvar cortificr.tu linbility md th<> 

silvor peso roso rv~s . 

Tho l?.~nk to o.~intcin n "''"o'-vc r.r.:o.inot ito notus (:md ;>ossibly 

its paso dcposi ~) of 25 purc~nt in tho !;Old- or dollnr­

occurcd ovonlrnfts of th~ St:'biliu.tion ;w,c, subj.:ct tc 

unurccncy rol:=tion . This Nsorvo rcquiNr-<.nt not to 
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r.O)O)ly ~11ninst. notos issucct by th<1 llr.nk to ruplr.ce silver 

curtificntes . 

Tho Bcnk to hold full dol lt:r covor 1111r1nst dollar deposits . 

v. Roso rvo Rcquirornents of Commercinl 8cnks 

Tho connorc1al banks to hold rosorv<os of 25 percent of their 

do.,osits (in the currency of tho dopooit), or which four­

fifths is to l>> n.~int.dnod "" n br.lrJICO 1n thn Cantrr.l 

Bl:nk . 

ThO 8::nJc to h.."'VV J)o1j~r to Vl:J1' NS.lTV'-' rcquil'\.~nts Of 03'nbcr 

b:.."lks ,:,s r a;::JIS or crc<li t control, Tli th li:Ji t.,t;,.cns ~n 

this powe r d.si:;n~>d to prc t "ct thJ intc rust of tho b..'nY.s. 

VI. St..~ ttoo of tll<> Lol kr in Cuoo 

Thu kcc-.1 tond•' r i)OTJcr of t ho d <•llnr to bo tomiMtod r.t. 

l nct. , but b.1.nl(s tc b..> ro~uirod t~- ht.ld dc l l.;- r ~sscts 

subst• ntidly "<1'"~1 t c. tltuir ddlar llcbillti~s . 

:.t. th<• vnd uf five yut.rs nll l ce.,l rusorv•• t.u b.. held in 

pt2SC:S • 

VII. Tile St..•biliz..,ti vn Fund uld ito Rckti• n t.< th& Centre! &nk 

The stocks ·· f m ne t.sry g<;l d nnd f< rttign oxch.•!lle t.u oo scgre­

gnt cd in { st.,biliu.tion FUnd, tu b9 ndoinist>rccl, f <>r 

th~ account of the GJ vorn:.ont, by tho Firu:nc& L!inis tcr, 

tho O<Nornor of tho Dl'.nk , r.nd :- n f.!)puintuc (J f the 

Finr nco Hinist~r . 

ThJ I'und tc tiJV'.nco its C!>'ll'rticns by intur-, t-froo cvrrdmft 

::t th" c~ntrcl. ll:-.nk unl.>ss thJ B:.nY., f e r re~·"'"'" cf 
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crcdi~ ;>clicy, nithdrr.ws this privilege, in l'lhich c<:sc 

~e Fund is tu turn t-. thu t.>onvy tiCri<llt f er nccor.n;dc-

ti..m . 

Th~ Fund to stsbili•e thD f cr<>i gn oxehcngu vnluc of the post• 

at thn c qui vnlcnt c f the g" ld vnluo <>f ~o pes <', ;>ar ­

nl.ttinlt only nl.nor t cehnicttl fluctutti ons . 

Po'II'C!r t v ch..,ge the price "f lt< •ld (r nd hence pcrity <•f the 

;lOSe ) t.. rust >1. th Cc ngrcss . 
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J.PPENDIX 

TEN'I'J.TIVE BALANCE SHEE:i'S OF THE PROPOSED CENTRAL 8/.NK 

Coso I . Tho b.~lr..ncc sheet of tho Contrr.l &.nk, sot u;> in 

r ccordrnco Y:i th tho toms or this report o.nd "" tho br.sis c r the 

Cubc.n currcncr c.nd dcpcsit fi1:11rcs .,r Jr.n\Uiry )1, 1942, llt.uld l c.•k 

stnonhr.t r.a f<·lk>7s: 

(In mllions of pesos or dollars: 1.) 

!J.nl>ili ties 

C· Silver certificates 
h. Dank 1 a atm notes 

a. Silver coin 78 
b. Silver cert1Iicr.tes 16 
c. Fund overdraft 2 1. Oove~nt deposit 
d. Securities Hithout interest J j . Com . banks: 20:' of peso 
e . Earning assets 2 do posits 

Total peso assets 101 k . Cap.!. tel: Banks 
l . Oovemment 

"'· Capital Surplus 
f . Dollar currency lli 

Total assets 115 

Related Items n . 
To tel peso lial>ili ties 

Com. bonks: m of dollar 
deposits 

Peso notes outside banks 58 Total lial>ilHies 

l!llla ted I tens 

340 

79 
0 
1 

l) 

J 
2 

_.l 
101 

~ 
115 

Peso cash in coonercial banl:s: 
o. Legal r.linitw.m (5% of peso 

deposits) J 
p. l:xcoss reserves _2 

Reqlli red reserves of Central Bank: 
25~ of its notes 
25" of 1 te peso depesi ts (if Coc:nercial bank deposits: 

Peso 67 
Dollar 72 

required) I. 
100',1 of its dollar depesi ts 11.. 

Total 139 

Each or the i tans in the b.:llcnco shoot above ro:· be br1eny 

ex,lainod. rlhon the Bank assunes tho linbility for tho 79 oil lion 

peaos of silver cert ifi cates outstanding on Jonuory Jl, 19/~ (itea 

C. ), it '11111 receive the 78 million pesos of silver coin hold 

against thOL\ (iteO a . ) and thO 1 million peSOS Of gold SO held . 

It is assumod that the Fund, which will hold the official gold and 
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foreign exchange of CUba, buys thie l ailllon pee08 of gold by a 

corrcspondi ng overdraft on the Bank (item c .). The overdraft is 

increased t o 2 r.\l.lllon pesos t~hon the Fund buys the 1 oillion dolla rs 

which tho Government held on January )1, 1942, ond which i s assumed 

t.o be doposited w1 t h the Centrnl Ba li< (item 1.) . The 2 milli on of 

peso currency that the Oove=nt hold on Jllnuory )1, 191.2, is 

csmmod to be paid in as tho Oovcrnnent•s subscription to the capitol 

stock of tho llo.nk (itcn 1.), "" operntion which contributes 2 oillion 

posos to the &nk '8 holdings of silve r certificates (i tom b . ) , The 

N!'l8lnint 14 million pesos of silver certiCiCPte s ih this iteo are 

dcposi ted by th~ co::n'lrcial banks. These banks had 24 r.dlllon posos 

of silvor cortificntos and coin in their vaulto on JMunry 31, 1942 . 

Undor the plan propos ed t hey coul d count only ) Million pesos of 

this (5% of their peso deposi t s : item o . ) towc rd mooting t heir l egal 

rcquiromonts . They might wish to hold nnothor 7 million pesos ( l~ 

of their peso deposits: item p . ) in t'xcc•ss of tho l egal mininum as 

wor1cing roservcs. This would l eave th."':: only 14 mllion pesos of 

silv~r Ct)rtificatos to pay in to t ho Central Bank as " subscription 

to ccpitd (itco k: 3 million pc=os) and towa rd providing tho resorve 

belancu (il.co j: 1) r.\l.llion posos) 11hich tho u,., will require thea 

to k~op with tho Control Bt.nk . Tha 14 r.dllion pesos of silver 

cvrtif1cntvs 11ro thus 2 r.\l.llion posos short of tho 16 oil lion requi red 

for copi tal nnd Nscrvos. This 2 r.lillion posoo tho CO«lll:¥!rcinl banks 

I'V\y borrow diroctl y froo t he Central lll:nk or tho Contral Bank T.I&Y 

put tho .l'unc!D out through loans to th~ Oovol"rrl::ont or to the Agricultural 
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Bonk (if H ia in ~Uistence) or possibly through op<>n-market operations. 

flhatevor the method, earning assets of tho Bank (Heme , ) will amount 

to 2 million pesos · The J million peso surplus of tho Bank (item m. ) 

ia contributed b: the Government in tho form of socurities without 

interest (iteiO d.) . This accounts for all tho peso items . The dollar 

I tcos reflect the fact thot tho connorc:ial banks are required to pay 

in ~ of their dollar deposits (item n . ) in tho tom of dollar 

currency (itco C. ) . Should tho Central Bank in order t.o obtain 

carni~ invest this cur rency in dollar sccuri ti~s abroad, which 

it has the richt to do, itoo f . would cho.nr,o its title accordingly; 

but tho transaction would oo r.ithout ortect on tho P<!SO bal<lncc 

shoot c.nd •:ould add nothing to the Bc.nk ' • powor to influence the 

volume of poso credit through open-mark et operations . 

Case II. The main r eport hss called attention to the wide 

range of possibili t i es in Cuba ' s bclance of international payments 

during tho wa r. Th~ suJ1)lus on mrchandiao trnde ooy be more than 

~100, 000,000 a year . Scm of this will be uaod in payment of divi­

dends abroad and for othur purposes and CIUch of whet is not used up 

aay be l oft in th~ fom or doll.-,rs 1nstO<'.d of b<i l1{' converted int.o 

pesos . Tho outcone is unprodictnblt!, but H ""'?"lei bo ror..soncble 

to su;:>poso thr.t tho Stabilization fund will b ~ cnllod upon tc buy 

nt l vcst (,50,000,000 in tho ne xt yoer or tv1o . If ~xportors g~ncrr.lly 

convert thuir dollnrs into pc•sos , Fund acquisitions IMY be seve ral 
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Should $50,000,000 be acquired by t.he Fund by ""'= ot an 

owrdr:•rt on tho Contrnl &\nk, •ncl s hould thu Naulting 50 million 

posos go holt into circulation •.nd halt i nto col'lnurciel bank doposits, 

tho Ccntr<>l Bc.nk ' s ~lance sheet nne! r olatcd 1tom presented in case I 

would bo c.lt<:rod t.a shOYm be>low: 

( In Millions of pesos or dollars : G) 

Linbl l1 ties 

SUver coin 78 Gilver cort1!1c~tes 79 
Silver certificrtcs 0 ncnk'a own not.oa 291> 
1\lr.d ovenirc.tt 52 Covernoent dcpo31t 1 
SPcur1t1os 111 thout interest ) Coc. bnnks : 20$ ot paso 
i:rrning nssHs ____?. de poD! to 18 

Totrl dollar a•sots 1)5 Cap! tel : ranks ) 
Dollar cur ronc>· ill. Govornocnt 2 

To tel usc ts 149 Cr.pi tel Surplus _1 
7ott.l paso 11cb1litics 1)5 

!tole. tad Items Con . bcnkD: 2o;-; of dollar 

Peso notes ou t.•ide bnnks 8J 
Poso cosh in commorcicl banks : 

doposits lli. 
Totnl liahi l itioa 149 

Le~nl minimul'l ( 5% of peso Relllt ud I t.."" 
deposits) 5 

Excess reso rvos ~- Required reserves of Central B:!nk: 
Comcrciol bank doposi ts : 25% ot its notes ?• 

Peso 92 25" or 1 ta poso deposits 
Doll~r 72 (it r\:quircd) 5 

To tel 164 1~· or 1 to dollar deposito 14 

• To the ux tcnt t~.t excess rese rves r rc kept in thv form ot belancea 
et th~ Control B:nk , too Bl.nl: 's issue ot ito own notes ~ll be recluc<!d, end 
1 ts roqui red reserves will be reduced ccconi!!ll;lY • 

IJoMwhilo dolll'r deposits of th<> corn.Jrcir.l brnl's could grow 

r:,!c:ly t:ithout cffcctinc thu pvso o· rninr r.•sots ot thv Ccntrd 

St.nk . Their only cttcct on thu ~oo bd.nnco swot nould be to 

incror.so capitol subscriptions , which t ho brnks ore roquir od t o 

Ml'ko nt tho rt.toJ of 2 parcont ot tholir totel duposi to, tmd to cut 
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do•m correspondingly the Ccntrnl Bank's noto issues. The reduction 

in notu issut~s >Jould occur because tho cor.moreinl bcnks would usu 

th~ir idle oxc~ss rese rves (in Ulo form of currency in their vaults} 

to moko tho cepital subscription. 

Sovarnl commonts may be r.>cdo on this second br.lence sheet, 

Uoney in circuletion outsidu the convMreinl blinks hes risen 43 

percent co col:lpr.red wi. th C&se 1 . Peao deposits hcve risen J7 

pureunt end doller d!lposits, dthou(lh not shown ns increcsing in 

tha tl.bl.: , Could in fact incre<.SO by CUCh cro.•tar pcrecnl.ai!CS 

nthout netarir.l e ffect upon peso cnmina assets of tho Erulk. 

Thcsv poco lonns or o;,mino; n.ssets rennin nt tho 10\> ficure of 2 

1111Uion pesos (i. u ., no c.dditioool loons h:'.vo been nl!dc to tm 

conrnorcinl br.nks, the GovornDent, or t ho propos~d egricu l tural 

bMl<). Should the llc.nk nllow its loons to run off coopl otol y 

Md ahould 1 t convert 1 ts J ail lion pesos or OovornJl¥)nt securi tics 

,;'itnout int.<Jrust into 90-d..~y bills Md sell thee to tt.. carket , as 

it hn:l th> right to do, it muld dia:inish th~ peso reserves of the 

cocrnorcicl bonks by only 5 million . Tho cOIIDlrcial br.nks hold 48 

million posos of r es e rves - 25 million pesos aoro then the 2J 

million (25 percent of 92 million oi' pcao deposits) which the lc• 

roquil\ld them to ke<>p either with tho Centrl\1 Bnnk or in th~ir 

0\11\ vaults . This 25 million posos of oxcoss ruserves ""uld be 

roduced to 20 Clillion if tno Contrlil Bonk ol1m1Mtod its et.rning 

r•sots r nd sold ~11 its securities without intorost; but the 20 

Million, tJ:tount.iD~; to 22 porc~nt of th<' oxpnndcd volutl) or peso 
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deposita , r.ould still be f~r greater than any reuonable wor!<i~ 

noodo of the co=ercial banl:s , which i n Case I mtre assllJ:led to be 

10 percent of peso deposits--a generous figure . 

On t he basis of these excess reserves the Coor.Jercial banks 

could expand their loans and deposits in an active buoiness 

situation, the exact amount depending upon how much the public 

added to their pocket l!lOney insteAd of incre;o.oing their deposits 

at the banks . It is clear that if the Central l!4nk wished to pre­

vent this f\Jr ther expansion of currency &nd depooits in Cuba, the 

only ino trurumt H could enploy TTOuld be thnt of requiring the 

FUnd to fin:>nce ito elf in the oorl:et end to roduco 1 ts overdrr.!t . 

To tho oxtont that the l'und t:orroffcd fron the ccm:~ercinl br.nks 

(or fron the depositors a t these bonks ) excess reserves of the 

commercinl brulks \"!Ould be dr11wn upon to pny off tho FUnd 's ovcr­

drn!t at the Centrcl & nl: "'ld hence would disapJ>~:nr. 

rl"hl.lo it is true t~t th~ only 1115truacnt the Central Bank 

could use to oliminat.e excess reserves onco they hl>d nccUJ:Illptcd 

(ca in Cnae n) is that of requiring the FUnd to repoy E. portion 

of its overdroft, th" excess rosorvus might hllvu been prevented 

from nppooring a t a ll had the cor.unttrcinl bllnka boon required to 

hold 100 porcent rese rves from thl) v~ry first rgninst <my expansion 

of dopos1 ta . EVen this cxtremu uso of the~ powor to rcisc rese rve 

requiromonta, however, would not provont n 50 i:dllion !":SO increeso 

in Cuban currency e nd dopooi ts resulting rron a FUnd purcht.s e of 
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50 million dolll'.rs throu{;h OV<>rdrt' ft ~.t ~ho C~ntrd l?•.nL H i s 

r.lno unlibl y thot on ~l<J>"nsion o: this sort could bo wholly pru­

vunted by finnncing th~ Fund outside thu C~ntrr.l Dnnf: , but t h., 

oxpcnsion YIOuld be curtai l ed to the oxtont thl'.t (1) the Fund 

~mployod Tre~..sury resources , (2) the Fund not"s t:o)re sold to others 

thon the coiM\ercicl brnks , or (3) Fund notos, sold to the co,_rcial 

banks , r eplaced mct.uri"8 lO<:.n.S >1 thout llXpo.nd.1ng the tokl l oan 

portfolio of these bo.nks . It Tiould htrdly bo possible to Ci=cc 

the Fund on such t: seal e by these thrw 1:\J thodo nlonc, end hence 

SOIOO OXJl'nsion of co=crci~.l b~nk cr~it on ruserves supplied by 

tho Contrcl !l!'.nk would be i no>vi tnbl ; . 

Ono f\Jrther point ~Y bo noted in connocUon 1t1 th th<J cxc~ss 

rosorvos of thu comcrcinl brulks in Cc.sc II . It is r.ssurod thot 

they nr.. all ke pt in the fom of c.ddHionr.l eurNncy in thu tmlks ' 

or:n vr.ults . They could "l=st os '"11 be kupt in the rom of M 

rddition.~l l>Ut>.nce r.t th.: C.mtr.l ll:".nk . r.uro th<> r.holc 25 mllion 

pesos U'lls transferred., the nota 1ssuo of the Cantrrl Brnk rould 

drop fi'OUI 29 million pesos to 4 million t nd eor.morc1al b<.nk deposits 

nt the Ccntrnl Bank r:ou.ld ris e from 18 million pesos to 43 million . 

Tho transfer would be without offect upon thv Ps sots of tho Ce ntral 

Bank but , if the Central Bc.nk f:cro rcquirod to keep 25 percent 

rcsorvos ogt.inst 1 ts not" issuu nlono, its rcquircd rusc rvos 1:ould 

bo roduecd by th~ discretion.""~ t\ct1on or th " com"rci,l banks 
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from 7 million pesos to 1 million . It, hor:ovor, the Ccntrd &"\Ilk 

"~" · roqui r"d to hold 25 percent rosorvos ner.inst both its now 

is9UO ::nd its pc9o dcposi ts , 1 ts roquirod rosorws 11ould 1x> thu 

srrn.: T:huthllr tha cor.mr>r<:ial brnks dQeidod ~o hold their own 

rese rves llS n lxlknce 'With the Ccntrnl ~ or as currency 1n 

thoir vaults. 

Throughout Cose n the I:SS'""JlQOn hcs been &do wt th~ fUnd 

pur<:hsses SO l:lillion dol.U rs by ovordrr.ft on tho Cent.rol B.'nlc, end 

tho e ffects of this op:m :tion on thu cn..'<lit siturUon h.:!ve bee n 

trncod . The discussion in tho nnin r~port suggests t ho possibility 

that bofor o th.:> "t.r is ove r tho Fund w.y h:.vv to purchnso ' much 

k rgor •.mount of doll;,rs than this . lt 1s ovid~nt thc.t tho cror.tor 

tho scr.l o of tho Fund •s oporo.tions, tila e roa t ·; r th~ effuc ts on th.:l 

domestic Cl"'<l<1it situation •·;ill I>~ . 

• 
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Th1e tt1t~ram must bt 
p~r~phrnstd btfor~ bE1ng 
oommun1cstEd to enyont 
othEr thnn a GoV£rnmtnt~1 
Pgtnoy , ( ?-R) 

StcrEtRry of St PtE, 

Wpeh1ngton. 

228, kpr11 22, 3 p , m, 

. -

• 81dnty 

Dettd Apr11 22, 1942 

RtfErr1~ to thE DEprrtmtnt1 s tE1E~am no, 128, 

M10rch 2:7 . ' 

CoJDJ!lo nwt:e1 th l'Ank hAs oPehtd 11not bEr Navy b1l1 

dr~wn by FatronEy 1n thE llmoUnt of t.::.l\1.850 . 

Instructions tor th1e a nd any furthEr NAVY bi l la 

r taptottul1Y r tqurstEd, 

PAI..IF-R 

WSB 
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llr. Ll ... ., 

llr. Dlotrlch 

r -

34.9 

1 111 ,...,. pl ... o .. .,4 t ho attecllo4 ca'blo to t ho borico.n K•bu• , 

CbunV;iq, •ror Ulor tr• lhtto• . 

J'Ihob 
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.lprU 21, 1162 

!o 1 .l4ler, lllnm.,.., •c. Cbtna 

:rr .. , Vr. nue 
~ 

hfereaoe ;roar cable Xo. !7211, .lprll 9, 1942. 

l. Ooa~eah of part of cable c!.Y1DC cia~ of • ..,ran­
•h!.ch lloard propoeeo ~o oulaU to Dr. l:u.Dc 1a DO~ olear. It 

would oee• tr.. ~he COD~eDh ot ~he cable reoe1ft4 ~~ ~ now 

propoeal .....a •aa aa uacleo!.rable curt&i*•~ ot ~he -~or1v 

..,4 tww:UOilo of ~ Boer4. I'OI 1o ll>cl!.Ded to OppOoe ~~ 

propou.l. :n.ue cable '--41ate1J ;your oftoluaUoa of ~· Boar41 e 

propooal .. 4 reuono for ;rouz a4hereace ~o U, 1t ;you do. 

a. O~r queoUoao ra1oe4 !.a :your cable are being anowored 

1n eeporat• cable. 
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TC:LE cR:.u s:cm 

t.S 
Thio ttlcc;r a••• r.:ust bt 
!JIIl•np:u•astd before bcinz 
commun~ c~:~t Ed to anyonE 
other than a Governmental 
o. ,:ncy , (BR) 

C~::U:.GKI!!C, ( CTI!L) 

t.pr .i.l 22, 1942 

l p . ,il. 

~UOT~ - Refer ence your no . TP25 , April 9 , 1942. 

1 . ContEnts of po.r:: of or.blt aivinu t;ist of 

;:ltr,lorar.c;um which Board pro;>cs ED to oubmS. t to Dr. KunG 

.l.!l ·1ct cl t nr . It 170Uld sc:m f r om thE cont ents of tile 

c~bl E recei vEd thnt thE nt11 pl'O">oso.l wo-...ld ntan :n un­

• :drcbl E curtail.l.!En~ cf .he .!~thor1 ty tmd functions 

_lease co.bl t •.=tciiatcly y"ur c·:alu:~.tion or thE 3o=d' s 
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pro)o s~~.l a.a1c!. rEason s to1" JOU._ .. adh£rtncE t o ... t , ii" ;ou <lo . 

2 , Other questions l'::'.~ccd in 7:n:r cnblE ar! btin.;; 

o.nowcr cd 111 separat e ccl>l t , 

.'D: :L: Ei:oB 

'ULL 
(PL) 
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n;owa AMI'1MA Kldlaoq, t o=doa, i ncl nd 

DATE I Api'U U, 1942, 6 P•• • 

NO , I ltC/'70 

t'h18 18 a MOM£0 1A nrio~ eont14onoo ,_ C....'-1 
rta ~llo 8eoro~ ot t ho Tzo.u l&l')'. 
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W&ar olion\o or one or \llo American b~o bvro, X 
llaYO 'bou into..-4 'b7 &n ort1o1&l or t.ho bllllk , lla•• ..u 
1Aqu1rloa wUh r .. ~o\ \o \ lla IUIO\lllt ot Un1t.o4 St a t..e 
currenoy wh1oll oan lie kku 1Ato tho lin l._.. st .. wo 1-c.U.U. 
lo!.oo~ ot tlla 1Aq\llroro an no\ u\1QA&l.e or 'blooUcl o-a\rloo 
0114 prol\18alll7 an not au'bJeo\ \0 tho t r oe&.la& oootro1 at 
t ho Un1to4 S~atoo. Tho otr1o1al or tho t~r1oan \lank &lao 
roporto 1n t hio oounoot1on t ha t dollar 4ratt o or obo~ 
oon be ou bo4 1n Liollon at a r at o or 24, 90 oeo~4oa t o tho 
dollar 'b~t that a roto ot lS •••~doe t o tho dollar ox1ata 
1D Lll'boD t or t he pu.ralu>sa Ot lln1t od Stcl\ 00 OIU'l'OD07 o 

l - '-14 approo1ato bol.D41 1..tor.»4 1n v1ow ot t ho 
1nq~1r1oo ato~t t blo a H uo. tlon •• to wllothor tho 'Lio1ta4 
St ot a e hal put i nt o orroot or oont oaplatoe roe~lut1ooe 
aimilar 1A conor u1 pu.rpoao \o t bo Dr1t1eh £t utut.01'7 Ruloe 
&n4 01'4oro no. 1.514 0114 no, 151.5 ot 1940, Oop1aa ot theM 
woro tran-..a~t. toCl wit h t ho :b~<OIY ' • doaP<"t ol\aa 
.590.5 or ao~-bor J, _ 1940 an4 .59lo! or Gopt o!:il:lor 161 
1940, IA t ao J:..a\la017 ' • despat.ob 111) Claud ••IISU&t. 2 , 1'141 
t ho purpoao ot t ho llr 1t.1sh l'(I&Ult.t1onll unllor retorenoo wu 
ste>to4, 
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ro. 60 

s!!lCfLY CCllii'ILiii%'UL 

SU!J11::!1 llallk ~ Bate for 
111>1 to4 II t a too DoUor 
l'ot.••· 

mil l!miORABLI 

511!1 

'mil QOIII'W!Y OJ' SUB, 

WJ.SKil!O!l'Oll, 

hYa, liJl lal.u4o. 
AprU U , 19111. 

I ba ... t be bonor to trez>llllit borevitb a copy ot a lottor, dated 

Aprll 1 , 1942, rocelYed. f ro.. tbe local ~r ot tbo llank ot li'ov Soutb 

V&leo, !.A which be puto torvari Wo ocb.neo tor elli'II.Aa tinc tbe hip 

loeuranco cbarpo noce111!.r7 for tbo repotrlat1on ot ulllted Steteo uoteo. 

!be •err UD!uorable no te ln!,viDc rate duo to tbell cbarpo a~~d a "'lT to 

dh,9011oe vitb it bao, tor oome tll:lo paot, beon tbo oubjoct of diecuoalon 

betwoon tblo ottico and t be l'.anacero ot tbo :Bank ot l!ow Soutb Waloe a~~d 

ot tbe :Bank of llow Zealand, and tho formor1 e letter , ~hich io tho roeult, 

io tr&Domittod for vb&teYor action tho Department may conoidor appropriate. 

It o1 thor of the ouggeetod ochouo thould be tbo"41!* feeeiblo i t vould 

ee&D a conl14erable oaY1J>&, a;pproximatelJ' 10¢ to tbo dollar, to tho men of 

tho O'nlted Stateo Serrlc11 when ~ tbo noteo !.A vhicb tbo7 are pald. 

Ovinc to the lntroqueuc)l' or ullo lt 1o reopecttull7 roqueoted. that 

tho Deportaent 'o repl7 be telocrapbed. .U reported !.A '/fiT 4eopatcb llo . 

59, of .lprll 8, 191!2, t he UDited Stateo mall arrinnc hero on llarch 25, 

194a io tho only one which boo been recei•ed elnce l!o.embor 29, 19~1. 

Roepect tully roure, 
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Encloour11 
Copy of letter dated 
Aprll 1, 1942. 

Valnvricbt .lbbo\t, 
Americ&D Ooneul . A true oop7 

>'lle llo . 1151. 5 
In q_u!.Atuplicate. 
Cop,r tor 0DlY1e1on of Cocmerclel Aff air e• . 
VJ./ bl 

of tho o1po4 
ori«inal• !.L. 

/ 
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ass 
BlliX 01 llJif SOU'!H YAW 

3UVA, 'fiJI ISLA!IDS. 

faiJlnJFt Abbott, leq., 
Uoltod Statoe Cooaul, 

April 1, 1942 

!!!!· 
Doar Sir: 

Olii'!ED STATES DOLLAR IIO!ZS 

11th an iooreu~.n& DUa'ber of United Stat" A~, 11&"7 ed Air J'orce peroooaol 
b$10d and ce.ll1ac here • we are &OXiou.o to 1Dpro"' the :pr"oot rate to tho public for 
tho purchaoo "Qr t ho Bank of United Sta t oo dollar not11• 

Tho current Bank ratoo tor notoo are:-

$4.00 oqualo Dl Sell i nc $3. 5813 oqualo Dl 

!ho wide aarr;in 11 due -1n~ to tho boa")' l no\IZ&Dco rate 'between l'1Ji and tho 
U. S.A., 1. •· 09-~~ or approxaate~ 9-1/ 4 cenh t o tho dollar. to are coopollod 
to lnclwte thil 1~ 1n our boqln& rate, u under oziotlng rogulaUono onr oaloo 
ot dollar notoo aro wry liaited, with tho rooult t hat it 1s nocoooary to ro111t our 
surplus hol41ac porio41cal.lT t o tho United Statoo. 

lo O~~CC~ot t hat t ho pooition could 'beot 'be Mt "Qy tho too Banb 1n J'iJi bolnJ 
authcrhod "Qy t ho United states !reaaurr to dootf'O)' "Qy tire periodical~, 1n tho 
pHoonco of tho United Statoo Consul in SuYa, a roproaontatiYo of tho TroasU1'7 ot 
tho l'iJ i OoYOrtU:lent, and tho il&O&COr &Od Account&Ot ot tho l!anlc concerned, thooe 
notoo which tho l!ank 1a unable to ooll i n tho crdinaey course of busineu. Wo , ot 
couroe , would exploit eYory &YOnuo of oalo, io.cludiac Ybitlng nanl 1m ito, be tore 
eny notoo were 4ootroyocl. Tho Troaoury ot t he United Stat01 t o credit t ho account of 
the !lank concerned at &O .beriean llaok, with t ho dollar Nlount ot t ho not .. 4oetroyod, 
upon racoiYiDC a Uet oottin& out the 4onoll1aat1one &Od nwobero ot the notoe, to­
gether w1t b a eort 1t1eato "Qy the part1oo aon\1oned, that tho dootruction wu coaploto. 

AHoraaUYO]¥ that tho llanko 'be granted fac111t1oo eiailar to tboae attordod ua 
"Qr tho Couomroalth l!aDk ot Auatral1a f or t ho roll1 ttaoco of Auatralian no too without 
lnoureco. '!'hoe• prOY14o tor :-

(a) llotoo to 'be cut 1n balYOo, with one oot ot nWlbero appearing on each 

(b) 

(c) 

(4) 

halt, Each half t o 'be etaoped • cancelled• 1o. lndoliblo 1nlc and bold ITP"• 

All not ae to 'be narrated, Md pareolo ot halt notoo with rolatlYO 
aarration ohoeto, to 'be torwar4ot to Auotralia by so'OO.r'ato Milo. 

Sott lo .. nt to 'be otfoctod "Qy Comaomroal t h l!anJc on receipt ot t irot oot 
ot balno. 

ID t ho oYOnt ot looo of o1thor eot ot halYOo 1n trano1t roillburoemant to 
bo of footed againot Bank'• 1ndo11o1ty. 

It 1o 41tf1oult to oatieato t ho nuabor of dol lar• 11lcel¥ to be doetroyod under 
tho tiret propooal ao wo are unable to ,._..,. tho tut uro -..'kat or t ho pooo1blo 
avoauoo tor diepoe~. Hooonr wo tool that "Qy tho ol101inat1oa ot tho inour&Oco 
loadinJ troa our rate, tho btl no tit to tho .I.Oiorioan• concerned would be r;roat~ 
opproc iatod. 
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-2- #165, Apr11 22, 10 p . m. to . Ankar a 

continEntal Europ~ Except TurkEy, GErman and Itali an 

assEts wErE b l ockEd at this timE and also those ot 

Swi tzErland, Spain, For tugal and Swtdtn so 1hat t hr. ar . 

358 

nrutrals mi ght not bE Employed as cloaks t or the Axle. 

~ihUE Russian assEts wErE also blockEd at t hE semt timE , 

thEY wert tr, td whEn ~rman~ attacked Rus~1a . Japantst 

as• ~ ts w~rt blockEd July 26 , 1941, end at thE same time 

Ch1n,st a~ec ta wr.rE blockEd a t thE r courst ot China 

so that Japan might not usE occupi Ed China tor cloaking 

pur" osEa and tht Chi nE sE GovErnmEnt mi ght gain maximum 

advantages f r om Ch1ntat &PeEte 1n t ht United States, 

As Ee.rly as June 6 , le40 , a s t ric t control was 

1moostd on ell sEcur1t1Es EntEr i ng thE Un1ttd Statt s 

so that t hE Axle could notl1qu1datE looted areur i t1cs 

i n our markEts. From t1mt to timE thi s c?ntrol has bern 

tight~ n~d bv verious e.ddi t l onel mr asurte . 

Obviously 1t 1s not t Eas i bl t to outlinE thr complEtE 

scopr end epp11cl't1on ot thi s policy. The fortgo1ng is 

merely lllustratlvt , 

ThE p roblEm of min1miz1ng thE benefits to tht Axis 

from th .. l e r gt e ~r. tlnt of Uni~Ed Statt s currency h'ld in 

occuo1Ed countriEs 1a ·vPrtioulor ly di ftlcul t end important, 

Every tim£ 

Regraded Unclassified



Regraded Unclassified



360 

- 4- !/166, ;.pril 22 , 10 p .m. to •• nkar n 

I t is in our inttrt 9t to stt thct Unittd Statts 

currt ncy is c. drug on tht mc.r kt t in t ht st ntutrn1 

count r it s . Tht mort wt c~.n r tduct i ts o .cht.n6t vc1ut 

tht 1t ss t h E Ent my can obtcin in the wcy of eoods end 

SErvice s through this means of pr.ymEnt . .ccordi ngly , 

this GOVt rnot nt i s encourrging this rtduction in value . 

Thus , for t x~.znp1E, on Hr..rch 13, 1942, the Uni t t d St ntt a 

Tr Er.sury impost d i mport restrictions on r.l l currency 

brought into thE Uni ttd StrtEs from c:n;; pnt't of Europt 

rxcEpt TurkEy . UndE r this rtgulrtion rn:; such currEncy 

will b E iJ?lpoundEd. ~'urther 1'\El.Sures Of this t ype 

c:rr bE ing s tudiEd . 

Your r Ef ErEnce to thE dtcl1nt in tht prt s ti6E 

or thE UnitEd StrtEs ~rising out or tht stt r.dily 

incrc .·.sinG discount r.t which United Str tE 9 currrnc;' 

is selling, is of c ourse rn i "'portrnt cons i dErc.Uon. 

The EnEm;; no doubt txploits the nrturt 1 ftcrs rnd 

pre judices or thE st pE op1t to cncourrge thE c cceptr.nce 

or tht vr l U£ of UnitEd Stctcs currtnc:r r.s r. bcrcnet< r of 

h For t htSE rt ~.sons it is impor tnn t thrt it 
t E wr.r . 
btcot·IE kno Yin thr t t h t d t pr tcir.tion in Uni ttd St ntcs 

19 r definitE pol1c:; or this 
currtnc~· i n this r.rtc 

h ons undtr1ying the 
govt rnntn t nnd thr t t. t rt r s 

policy 
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- 5- #166, •-pril 22 , 10 p , m, t o ·n•·-'· "'' rn 

policy bt disscminntcd through rpproprirte ch~~nels, 

In this connection, comp~rt the brit!~ policy of 

voiding nll Sterling currency in countries outside the 

Sterling :.rc n • Pl'rticulcr nttention should bc cr.lled 

to thl: feet thr.t the cr.blt trr~sftr rete of United 

Stntes dollr.rs represents c. much superior index to the 

prestige of the United Stetes dollrr in neutrGl 

countries . 

\It should r.p}reciete receiving your views r.s to 

t l E efftctivtncss of rn cducc tlont.l progr rm of this 

chr.r r cttr r~d sug_c;tstions r. s to how t< nrke it most 

EffectivE in the Nt nr r.nd Middle Eust . 

You refer to the fr.ct thnt substr~tir.l unounts 

of United Str.tts currcnc ~· r.rc be inc brought t o the 

N[( r r.nd ~iddlt Erst b~ the United Str.tes Goverrunent 

rnd re pre se:'lt r tivts of o.ll services 1'1ho r.re t:rrivlng 

in ever-incrc esinc numbers , rnd thrt the discount 

on such currency vtorks r. hrrdship in such cr.st s • 

Cc rtt.in stc ;>s hcve been tc.ken in sor.tE .::.re r.s , 

rnd r. b lc.nket procedure is being developed"""' for 

the Sterling J.rtr. , in orde r t o secure r fcvorr.blt 

r ' te for United Str.tes currenc;· proptrl~· in the 

possession of ruthoriztd govern~ent officcls . This 
progrt\111 
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TREASURY DEPARTMENT 363 

I~III<IJ"lFFCIE COio04UNICATION 

OAT& 4pr1l 22, 1942 

TO Socr•:~~rcent~ 
.... 

'"o" llr; l)lotr iCih 

CONFIDENTIAL 
Roclotorod otorlln& tranoactlono of the roportlnc b&Dko voro ao follovo: 

Sold to C-ro1a]. CODCOrDI 
Purobaood froa co ... rolal conoorno 

£511,000 
£15,000 

In low Torll:, clool nc qliDt&Uono for tbo for•ICD carronoloo Uotod bolov 
voro ao follovo: 

Canadian dolar 
Arcentl ne pooo ( froo) 
Brulllan allrolo (free) 
Coloablan pooo 
IIOXIC&Il pooo 
11~an pooo (froo) 
Vono1U.l&11 bo11Tar 
Ouba11 ptoo 

12-1/2$ 
.2375 
.0516 
·5775 
.2064 
·5295 
.286o 
3/lfll. premium 

In cenoral, llov Torll: b&llko otlll ooll Portacuoo oocudoo at ,o410, bolnc 
oblo to obtain conr froa b&Dko In Portupl at .04o7-lf4. HovOTt.r, It wao 
repor ted that ono local b&Dk oold 250,000 oocudoo tod.a7 In t ho llov York u.rlcet 

at .o4o;-lf2 aDd .o406. 
'llle 1-"ral llooorn :Balik of llov York purchaood 200,000 Svedloh kronor Ia 

liov To I'll: at • 2385-1/2 for IICCount of tbo Central Bank of tho 11fUC'IIIT&D l!apubllc. 
!he latter declared that the kronor are f or c-rolal uoo. 

'!'hero wro no cold tr&lloactlono cono-tod b7 uo tod.a7· 

lo ..... cold ·~ .. nto .,.,. reported. 

In London, opot &lld forward ollnr roulnod at 23-1/~. oquiftlont to 

42.67;. 

Tho 'l'roaourr' o puroha•• price for forolp ollnr vao unchanged at 35;. 
Haa4T and~·· oottlo .. nt prlco for forolcn o11Tor vao aloo unchaA(od at 

35-1/8;. 

Vo aado no purohaoo• of ollnr tOdaT· 
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