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] Representative Smmth (R. 0 ) anncunoed that h,ﬁbers of, the mlnorlty ;
group were plannlng tocall six witnesses 1n addltlon to‘those apoearln" on behalf
of the Amerlcan Bankers }ssoc1at10n._ s : :

: : chresentatlve Crawford (R. Mlch.) ‘sontinued to questlon Mr. Leon Fra er.
He asked tho letter to comment upon‘the March 20 report of the Committeé for uCO"
nomic Development. - Mr. Fraser said ‘he béllovud tho' prlnc1plus outllnud in the

report wore unobJectlonabl “wnd” thet he would ugrov with them 04cupt purhups with
the: sceond onﬂ which was not Yory cloary * ‘ho did not upders+und Just whot Wes, moent
by tho' er{so "currency trans‘ctlons should beo’ currency tranauctlons v B8 for the
conclusions, ho found them somowh £t contrtdlctorv._ The ¢. B, D. nérovd w1th tho .
4.BiA. thet thoe Benk should make stebilizstion loans, but thcy rocommonded that if
the Banlk word so empowcred, then tho' Fund’ uhould be" approvbd. Mr. F%QSur ‘did not
understond the reasoning behind this. With uxcollont pr1nc1plvs end uncleor con-
clu51ons, the: C E D. rcport rumlnded h1m of tho Fund Abrcqnﬁnt 1tuolf

Y OMr CruwTord discussod the scorco’ ourre ncy prov151on und 'Skwd ththbr
that did not pérmit other countrlus to imposa any ‘rostrictions d 51red to cut down
our “exports.’ Mr. PFruser cgreed, but pointed out thet such rustrlc+ion° could only
be spplied as long ws the currency continucd: to bP‘SCQrcc fnd cddcd ﬁhut £ odmpu—'
ruble situation could &lso ocdur fn the tbsence of & Fund 1f o curroncy ero
scuree, In answer to tho question whothcr trade would bo more frécor loss froo
under the' Fund, Mr. Fraser suﬁrostod that the Fund would prob bly stlmulstc foreign
trede in the short run --'when sich stimuletion would not beo rpquir“d -- but that
this effoct would puss ond ‘the debts ereated dur{ng thu .pf rlod,ﬁould cro to o more
difficult situantion thersacfter. In the long run we would have to teke more ‘imports
to belunce our exports or clse meke gifts. Mr. Criwford stotud fhet the following
problems would bo outside of the Fund: 1) disposel of nowly mined gold; 2) blocked
currcneics; 3) roperutions; ond L) “bilaterel ‘grcumunts glroady cntarrd fnto. Mr.
Frescr cgrocd cnd suggosted thut blockod currencies might be usod s blocked nerks
hcd boon used by Gormeny. As for nﬂwiy'mlncd gold thc s1tuutlon would Yo thc smne,
Fund or no Fund, so long &S Woe aCCupth gold 1mportsn

Mr. Crawford eskod whet major countrics wore not 1nc1udod ct Brctton
Woods, Mr. Frosor mentionod Switzorlend, Swoeden, Sp&ln end Portur 1, and strted
that the rbsuncc of these nctions, which hud cdvocated the pr1n01PIC of Lxchunge
stebility, wes unfortunate. “1r. CrFchrd c.sked whether r‘tloning of dollﬂrs
should they bocomo scrrce, might cffoct tho price lovel in eny of our mCJOT in-
dustries. Mr. Froser scid it might «ffcet spceific commodltlus in this wey.  The
greetor dunger, he bslioved, wes that wny nnnouncumunt by’ “tho Fund thut the dollgr
wos sct.reo would orectd ¢ psychological panic the rusultu ‘of whlch would be hard to
measurc. To Mr. Crowford's question as to how the balrnco of pzymonts of othor' L
countriocs could be broupht into uQUlllbrlum s 4 WG contlnued to lend, Mr. Frascr"
roiterated that in the long run we would huve to incrowusc our 1mports. At

Mr, Freser told Mr. Crowford thet his onc Suggestion.in regara'to[the"
Benk wes thet the Americon ropresentutive should roport to end be rdvised by some
executivo committee in the United Stetes for the decisions he would bo.called: upon :
, to moko would be of groet importence. Mr., Crewford sskod cbout. the trensfer risks.
involved in long-term loons. Mr. Fraser listed tho usuel risks of wer, economic ¢w
disnster such r.s fumine, dishonost or irrusponsiblc govermmonts. He mentioned en
Digitized B AERNE] risk in regard to Unitod Stetes londing in our roluctance to accopt A
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larger imports and contrasted thls w1th the strong demand for imports in the Unlt'ﬁ

Kingdom which tended to ease the transfer problem comnécted with British lending.

Representative Patman (D. Tex.) requested information on the present
stetus of the Bank for.Intern.tional Settlemonts, end Mr, Fr ser roplied it wes
"riding ot cnchor". - He denied thct Germany controllbd it but steted, in tnswer to
Mr. Patmcn, thet it would not bo an tppropricte agency~td”undeffhke'thu“functibns
of the Fund bcocause of the mud that haed boen smeered on its nomo. Mr. Petmon
suggested thot good &dministrotion woul d mako the Fund’ Agruonunt acocptxb1e. Mr.
Freser ogrecd that good menagement would reduce the féults, but b0110Vud that
cortain provisions: wore nogcessary: to protoet the- &dmlnlstrators. "They should hove
the power to ask oach country to presont its case fully boforc draw1ng on the Fund,
He considered thc Fund's credit: operations to be:too ies rlJ'rutomctlc.  Tho wholc
spirit of tho cgrcement is thet the notions ére to'fecl frée to uso the Fund's ro-
sources. Tho. country certifics that. it noods: foroign - CuUrroncy “for' obrf in purposw
and gots it cnd. the Fund cgnnotilook into the demestic situantion of thu borrower.,
Mr. Potmen mentloned the progrossive interost rete schedulos and Mr. Przsor
answorced, that . tho top rute of b pur cent-wes not a pun Ity rite for meny of the
countrics whoso crodit waus woaks: egrocd with Mr. Pétman that the dvoidence of
cconomic werfure should be a prime 1ntorbst of the United Stetes, but wes SCupthul
©s to the Fund!'s success.in this cffort; the Fund deelt-with spec1flc monétury .
moosurcs but did not touch upon-trude-policicess, He belic¢ved that more success in
curt0111ng economic warfare might rosult from dirccot locns with such tteched con-
ditions ©s no blocking, no diseriminution, no quotes, otc. To.“r. Putm‘n 8
questlon whether . the - Fund'would interfere with forcign exchango opor ctions of
privete banks, Mr. Fraser cxpresscd feur that the government might 1nCrLuse its '
control .of axchango operuntions to thet extent. Mr. Putman 'osked the direct - ~
question as to how the witness would vote on the Bretton Woods prOposals as they
now stood. Mr, Fraser..nswored that on the: ssumptlon thut no chung s_wcrc nade
he would vote cgainst them "with docp rugrot" : : 4

Roprcsont tive Gamble (R. N. Y.) ‘askoed cbout the functlons of the B.lS.
end whethor it had mede stubilizetion loens.  Mr. Fresor mentionod loens to Spain,
Yugoslevia, end Austris, . Committees were sunt to investigoate the ontirc situation
in thosc countrics before: the lowuns were grented, and the B}I.S; worked on the
thoory thet the money lent wes not nceoded so much és wi.s the confidonce which re-
sulted from B.I.S. epproval of tho stcbilizution methods cdopted. MNr. Goamble asked
whethor Mr. Fraeser hed boen consulted in the formation of the Brctton Woods agreo-
ments. Mr. Fresor scid ho hed not. £n exchange beotwoen chresentutlvo Out1end
(D. Calif.) and Mr. Burgoss of the A.B.A. discloscd that the lattor group hud been
officiclly informed of the United Stctes. progrem in June 194, end had filed their
views ¢t thet time; the policy -of the govermcent hed teken fingl form by thet date.
Mr. Gamble wsked whothor the Bank coul'd meke louns before countrlua had Sthlllzed
their currconcies. Mr. Fruser enswerod-cffirmutively wnd added thet such- losans
might stert o flow of goods which.would help nations to dwtornlnu tho vslue of
thoir curroncies., Mr. Gomble asked whothor it wes true thut the Fund would help
Great Britoin morc than tho Unitod States: Mr. Fraser indicnted that ho thought
this wes true end considercd it to be to the Fund's cridit thut this wes so. He |
considerecd it o logicel step that Britain should be nlded but asked why thlu shoul d
bc done under the guise of "stebilization of currencies”. Ho would prufer dlrect
long~torm loens to. Britain to cnuble it to free its blocked currcncy.' If Britain
were opposed to this it would appeer that she contemplhtod u51ng blockcl sterling P
in & "Schechtiwn"menner. Nr. Gomble ‘suggosted thut- the provision in the énubling
logislation authorizing tho Prusident to gether detu undor terms of the Trading
With The Enemy Act weas «n unnccesstry grint of power. Mr. Fraser égrepd thoet cde-

- d% OE%?tL could probubly be cequired through uvxisting statistics or by voluntary
igitized for £
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Representatlve Barry (Dv N.Y.) asked how'nany of ‘the L} nations could be
considered debtors and Mr. Fraser said probably 98.per cent could be so considered.
Mr., Barry suggested th.t these nations would' go'along with the Fund even if its
lending provisions ‘were tlghtoned up and that the fow credltor countrlus would o
certeinly not object to groater protectlon. Mrs Fraser agroed. il o

ROpruS@nt&thG Sumner (R. I1.) asked whcther use of the Trgdlng With The
Enemy “Act would moan "espionage"”. Mr. Frasor-suggestod that the term wes. too. e
strong, but he focred it would load. to. an increese: in govermment ‘control. . He, bo-.
lieved in a "méusure" of currency menegament but the ‘question wes how far thls
should go wnd who tho monagers should be: Miss Sumner. suggosted th‘t thc Fund.
errangamont permitted continuence of mony types of cconomie werfere snd stro¢scd
subsidies, and state trudlng of the Russian type. Mr: Frasor p01ntod out that a v
state troding system might or night not be -used as'a woeapon for vconomic warfure.,
Mr. Créiwford:intorrupted to déclere thut. thore wus a."fros alley of escopo for,
@.g. Russia, from the offocts of thc prohibitions of the Fund Agreoement’ tbrouwh
cmploying unfair trading muthods. Miss .Sumnor wsked Mr, Freser to comment on the
cleim that private capitul would not miko the necessery long-term loans. Ur. Fraser
scid thuat the oxperiences of the past would meke it very: difficult for muny nations
to borrow from privetc invostors in this country unless some 1nturmodigtc 1nst1tu—,
tion such as the Bank wero csteblishod to. investigote and guanrantec lowns, Miss
Sumner cxprussed surprise that the printo bankors: should be 50 optimlstic con-
cerning the functlonlng of the Bank «nd its use of the lergo amounts entrusted to ..
it. Mr. Fraser ropcited his suggostlon thet a committco be est.blishod to rdvise
the Unitod States GCrOSunt&t1Vu. He . rucognlzed thet something muut be donc in.
the internationel field. Whut 1f some louns were not ropeid? We would shere the
loss with other countrics cnd would for this reason hcve assurcnee that «ll the
members would show roasorioblé care in approving the Bank's DCrthlDttlon in louns.
Miss Sumner suggested that the Fund and Benk were finding supportin the’ renks of
thosc interested in the oxport of specific commodities. She believed such porsons
wore unduly optimistic us to the rapid return to the United States of the dol](rs
made cveilcble; she expected other nctions to hourd dollers. Mr. Freser thought
this would not occur on o large scele, but egreed that it would be difficult to
forecust the specific exports which would bo stimulc.ted by en incrcese in the
supply of dollers cbroad. Representative Buffett (R. Nobr.) suggestcd thet re-
covery of foreign agriculturel production would be more ripid then rocovery of
foreign industriul production so that the stimulus to exports given by the Fund
would fovor our industriecl producers.

Roprescntative Outland quoted from "Place of the United States in the
Post-Wer Economy", issued by the A.B.A. in Soptember 1943, to show that the
Association huad edvoceted an inteornational institution with meny of tho functions
now proposcd for the Fund cnd hed stated that we would be bettor off with plans
thet hed to be changed than with no plans at «ll. Mr. Froaser agrced with the
scntimonts oxpressed ot that time, but cclled Mr, Outland's attontion to a quota-
tion which, he seid, showcd thut the A.B.A. had meintained o consistont position:
"Credits grinted by such an cgency should be extended in accordance with proven
stendards, bused on the merits of the individual case, and conditioned on adoqucte
commitments by the debtor." Mr. Outland suggested that the A.B.A. hed opposed the
postel scvings system, the F,D.I.C., tnd estgblishment of the Fedoral Reserve
System. Hc hoped that subsequent developments would show that the present cttitude
of the A.B.A. wus unnecessarily conservetive.
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Ropresentative Smith (R. 0.) osked for the comments of the witness on ‘i
the provision in the cnabling logislition resorving to Congross sole right ‘o
chenge “the per velue of‘the 'dollirs Mr. PFruser seid this wes e splendid provision
but totally inidequate. If our GCruSPntgthO ori the Fund- apprOVﬂd & ‘chenge in eny
other major currency he would, in effcct, 'be agrecing clso to o'cherge in thu value'
of the dollar,  Mri Smith qudted &n &rtielé from 'thé New York Hcrald Tribune of
Murch 22, stating thet both-Lord Keynés und Sir John pnderson Hevé declered thet
the British governmont will adjust the vealue of the pound whenever Whitchall con-
siders 'it noecess sary wnd’ vroul'd "commit 1+selfxonly to consult yith-‘the Fund bofore
chenging the velue of the pound, roserv1ng its right to por31st with its intontion™
should the Fund refusé consént. Mri: Smith f¢lt thut the comnlttoo ‘should cousé’
con51durution of the legislation until- ‘consul tation with’ the British hed clecred
up intorprotation of “thé Fund Gorifii tmonts. ‘Mr.' Fraser ‘thought' the differcnce in
1n+erprctot10n Her'e und ‘gbroad Wes rost Unfortuncte, “He* suggas*od ‘however,; th.t
the stotomént mesnt that the British-would act in contr wontion of '« Fund deeision
only after a’definite effort to tet: secording to the prificiples of “tho Fund hed
proved unsuccdssful . . Ho rocoenlzod that thore wes "s¢los talk" ii“both Britein
end tho United Stutes which wes somovhut ‘bid&aed. “Direct &te bzlﬂzatlon of ‘the
pound-dollur rztc would hc thought bo a bottur mothon. Y

Ropresentatlve Folger (D. N.C. ) ouggosteﬁ tHLt the:} B ,A¢ in epproving-
the* ObJOCthGS of- '‘the Fund gave fpnrovtl to the six DuPpOSuS" of the Fund con-
tained in Article I, -Mri Frdser said this was not-the cise. The 2.B.A. cgreed
with the'broad objectives of ‘stebilizetion, consultftlon, crid “edoporeation, He
boliévéd‘thé’Suconﬂ purpose -- cxptnsion tnd belenced growth of trade -- wes more
&pproprlutc for the Bank then for o stebilization fund; that purpdsé five was'
suspoct since it feiled to- prov1de thuat riembers must show & ro&l noed for using
the Fund'rosourccs or to give evidonce of their ability to repay; that he did not
know the ﬂognln* ‘of "purpose six., ‘In cnswer to Hr.’ Folger, Mr."Frasér said he
would oxpoct somc leek of cooporutlon betwoen the Fund end Bank &8 sonurate
ugenclcs sinco e¢ch would bc Jeclous of 1ts covm prcrcgctlvos."

" Nosr the end of the session, Mr. Folgur asked if Mr, Froser had scen
the statemént issued today by the Board of Governors of the Feder:l Réserve System. -
Mr. Fraser had not seen it. Thu statcrent WS - ordercd plccod in thc rccord.

5

" Boerd of -Governors
-of the Fedoruzl Reserve Systen
Division of Résearch wnd Statisties
Merch 23, 1945
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