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HEARINGS ON THE EXPORT-IMPORT BANK BILL
BEFORE THE HOUSE BANKING AND CURRENCY COMMITIEE
July 11,1945 +- 10:30"AiM.

Hearlngs before the Banking and.Currércy Committee of the, House
of Representatlves on H.R. 3490,-a bill "+o ‘provide for 1ncrea31ng the
lending authorlty of the Export-Import Bank of thhlngton and for other
purposes,” introduced by Rep. Spence on June 18, 1945, began with the
testimony of Leo T. Crowley who appeared Wws Chairman of the Boar¢ of .Irus-
téds of the Bank. Nr. Crowloy pointed out the five important ‘changes which
the bill would make in the legislation governing the operatlons of thec Bank.
These changes (l) would raise.the limit:on’ outstandlng loans and guarantees
of the Bank from $700 million to.$3,5 billien, (2) would’ remoye the pro-
hibition on loans by the Bank to any.government:in default upon its obli-
gations to the United States Government,on April 13, 193&, and woyld repcal
the Johnson Act prohiblting private .logns to govermnments in default on
obligations to the United States Government, (3) would extend the life of
the Bank to January 22, 1957, (L) would provide for semi-annual reports by
the Bank to Congross, and (5) would prowide for the purchase'by the Treas-
ury of §1 billion of ‘capital stock of tho Bank, for tho retirement of
prescent stock outs%andlng, and for the purchase by the- TTeasﬁry of obli-
getions of the Bank, tp tho extent of two and oneuhalf tlmes the capital
stoocke -

Mr. Crowley stressod.the necessity of getting action on this
legistation before the adjournment of Congross. He said that the Bank
at prosoht has only $117 million of free funds, that loans now under
activc ncgotiation would absorb this morgin, and that other proaects, now
in tho discussion stage, arc being held ir-sbsyance bcoause’ of Jack of
funds. He'also said that prlvate and governmental funds must bo mode
available to financc purchasos of mueh needed United States cquipment by
foreign countriecs which will casc, the problem. of réconversion in the United
States. Mr. Crowley strossed the.fact that Lend-Leasé aid will be fur-
nished only for war purpqses and that the Intornsational Bank will not come
into ope¢rition for some time, The .appropriation’ roquost for Lend=~ Lcaso
for 19L% was’ based on the assumption that Congréss would expand the lend-
ing authorlty of the Export ~Import B ank to permit ‘the financing of-
portions éf the’ ‘agreements made under Section 3(c) of thd Lend-Lease Actl//
for the delivery of equipment and supplios to France, Bolglum and the
Nethorlands. In Mr. Crowley's pgpinion, tho propoéed increase ‘of $2,8
billion in the Bapk's lending authqrity.would suffice to financo osscntial
exporbs for reconstruction and pther purposcs durihg the present fiscal
year. At the ‘end of. thc year, the Export-ImportBank could - return to
Congress to request additional. lendipg authority. It is 1mp0381ble at
present to determinc what fupds will be needed for a program of rehabili-
tation and dovulopment,

b .
2

L/ Section 3(c) of the Lend-Loase Act authorizcs the Predident of the
United Statcs during the three years 1mmed1ately following the ex-
piration of tho Act to continue to exorcise suoh powers of procurc-
ment and transfer of goods and sorvices as may be nccessary to carry
out contructs cntered inte prior; to such expiration. Thc agreemcnts
madc under this scetion provide for eash payment in 30 annual install-
ments for goods delivered after the President dotormincs they are no
longer necessary for use in the defense of the United States,

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



-2 -

Mr. Crowley favored: the idea  that the’ National Advisory Council
proposed in the Bretton Woods bill should ooorﬁlhéte the policics of the
United States representatlves ‘on ‘the. Intern&tlonal Bank and Fund with those
other agencics making foreign loans,; inoluding the Export-ImportcBank. As
a member of thxs Council tho Chairman of the Board ‘of the Export-Import.
Bank would keop "the’Couneil informed of the Bank's dotivities' and would
be kopt informed of tho Counéil's:. polioy doclslons affect1ng the Bank's
operations.

At the closo of his- statement, Mr Crowley announccd that w.
Randolph Burgess, President 'of the Amorlcan Bankers ASSOOiatrqn, and W.
L. Hemingway and Robdrt Vs Fleming all felt, it wil ndcossary to.- ineroase
the lending- -authority: of the Bank. Repe Spcnce (D. Kys) then seid hec had
heard of no 099031tlon ‘toguch an inerease and Mr, 6rowley agreed that he'
likewise knew of no opposition.

Mr, Crowley assurod Rop. Crawfond (R. Michu)« that.the -Bank
would be. prepared to finarce agrlcultural as welﬁ us’industrial exports.
Rep. Brown (D. Ga ) ‘osked Mr. Crowley to. compare *he bill undor oon51dera-
tion with the Woloott bill,- Mr. Crowley replied’that there was littlc '
differencc in what the bills werc intended to aécomplish, only a differ
ence in the amount of the Bank's lending authority. The Wolcott bill
also made. prov181ons regarding the management of the Bank which he pre-
ferred .not to discuss at the moment, but he said that' thei Bank and Rep.
Woleott were not far apart in their thinklng on the Bank's management o

Rep. Gamble (R, N.Y.) questioned Mr|, Crowley on the Export-
Import Bank's opérations and their relation to those of the Intermational
Bank. Mr, Crowley said' the Bank would. continue to guarantee private
loans through its take-out arrongements and that thére would'be no ob-
jeetion to transferring loans from the, Export Import Bank to. the Imter-
notional Bank, The Advisory. Council. would presumably prevent g -borrower
turned down.by the Intérnationnl -Bank from going to the Export-Import
Bank. There may be ‘some ‘compotition botw on the ‘two institutions. MNr.
Crowlcy S&ld he .did not want the Internatlonal Bank to dominate the
Export-Jmport ‘Bank.

Rope Monfoney (D. Okla.) asked. o nugibor bf questiens: pbout
the effect of tho repeal ‘of the Johnsan Act provided‘for in this bill,
He felt it would be bettor merely -to repeaI ths logislwtlon prohiblting
loans by tho Export-Import Bank to governments i¥ 'd¢fault.an-their. obli-
gations to the Unitcd States Government, HE feared -répual of tho Johnson
Act would result in the flotation of questionable issues on the. Unitéd
States markets Mr, Crowley pointcd out that the Sccurity and. Exehonge
Commission law protcets the privatc investor against such issucs by rer
quiring that full and accuratc information be published about all issucse.
In Mr, Crowley's opinion tho rcpcal of -the-Aet is neccssary to encourage
private investment,

Rep. Sumner (R. I1l,) asked for a definition of the phrasc
"lending authority of the Bank" and wondered if the Bank could use part
of its funds as a guarantee fund with which to guarantee loans perhaps
scveral times larger in amount than the fund itsolf, Mr. Crowlcy stated
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that the Bank's total loans and guarantees were iné¢lmded in the limit of
$3.5 billion on the Bank's lﬁndlng authority. Rep, Sumner asked about

the gold and dollar exchange reserves of foreign-countries and Mr. Crowley
promised to supply data for the record,

Mr. Crowley explained to Rep, Tallc (R. Tewa) that he doubted
there would be any transfer-of loans‘from the Expért- Import :Bank to the
International Bank and said the Export- Import :Bank would oertalnly not
sell paper to the Intermational Bank, However, . ho felt'a country might
pay off the Export- Import rBank and then borrow from the Internationel
Bank. Repe Thom (D. Ohio) pointed out that a loan by the International
Bank for ‘the purpose of paylng off' an obligation to thc Export-Import Bank
could not be considered a loan for productive purposes’ under the torms of
the Bank Agreement. Mr. Crowley- said that the Export-Import Bank should
not besome "involved with" the Internatiémal Bank and thet it would not
nesd to bé "baled out" by the International Banks Rep. Thom inquired if
81l the prooceds of Export-Import Bank loans must be spent in tho United
States and Mr. Crowléy oxplained that leoah funds in some cascs may be used
to finance local oxpendlturos.

Rep. Buffett (R, Nebr,) asked Mr. Crowley to name the United
Nations which lack resources with which to make purchases in the United
Stotes. Mr, Crowley listed Poland, Czechoglovakia, Greece, Yugoslav1a
and Italy, and alsd stoted’ that Belgium, Holland and Norway would need
rehabilitation credits, Mr, Crowley assured Rep. Wolcott (R. Mich.)
that his statement that Lend-Leass was to be, usod only for war purposes
was official., Ho estimated that sceveral billion doliurs worth of mate-
rials for which there is a residuary use have been made avallable through
Lond-Leasc, He agreed with Rep. Wolcott that the Export Import Bank
should havé inereased lénding guthority to fimance oxports é&nd should
act as’a stop gap botween the end of Lend-Lcase and commencemsnt of
operatlons of tho Intornatlonal ‘Bank, Mr, Crowley stressed the fact
thot there would be groat nsed for the Export Import Bank even after
the' International B ank wes in operation. 'He felt that it was jmpos-.
sible to expcct loans to be "adcquately sceured" os Rep. Wolcott'!s bill
providess Hc said theg Bank must usc its judgment and choose projects

‘which wouid dircctly’ or indirectly preduce the means of repayment.

Since many European countries are not in o sound financial condition,
loans to thesc countries must be constantly reviewed and Judgment must

be aequired after oxporlence.

‘Rep. Sumner asked about:interest rates and maturitics on
Export-Import Bank loans. Mr, Crowlcy said that L por cent was the
usual ratc'and that loans had been made ' for 25 years and might go as
high as 30 years. Hc also said he thought- L per cent was too high
an interest charge for rchobilitotion loans,.
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HEARINGS ON THE EXPORT-IMPORT BANK BILL
BEFORE THE HOUSE BANKING-AND CURRENCY COMMITTEE
*July 11, 1945 -- 2:00 P.H.

At the afternoon session of the hearings Wayne C, Taylor, Presi-
dent of the Export~Import Bank, and Deah Acheson, Assistant Secretdry of
State, testified. In his prepared statemént, Mr. Taylor reviewed the or-
ganization, history and operations of the Bank. He classified the-loafis of
the Bank according to seyeh categoribs:” (1) whort-term loans to finance the
export of agricultural surpluseo, (2) loans to Ambrlcan flrms to' finanee’
the export of industrial commodities, (3) reVQIV1ng credit’ 11nbs to small
but experienced United States cxporters ond’ {mporters which are hampered
by lack of capital, (4) loans to moke. possible’ contlnued purchabes in the
United States by countries temporarlly short of dvllar' &xchange, (5) loans
to finance development projects abroad, (6) loans tp stihulate production
and expedite transportation of’ strategic mﬂtcrials required for war produc-
tion in the United States, and (7) qrrangombnts to uhderwrite letters of
credit opcned in this eountry by Uhited States’ commcr01ul bhnks in favor of
approved foreign banks. Mr. Toylor also pui ih’ thé record a Statcment of
loons and commitments of the Bunk as of {umo 15, 1945, ond o utatcmynt of
loans by countries s of the shme datc. -

Mr. Toylor confirmed*Rep.*Wolcott?’s (R. Mich.) statement®that all
administrative expenses of the Bank ore p‘id out of cernings rnd that the
Bank does not benefit from any Congressirhe 11 hpproprlatlon. In reply to
queutlonu by Rep. Monroney (D. Okls.) Mr. Taylor said:'that the Bonk now pays
2 per cent on its preférred stock ond that on loons -from thee Trensurj pro-
vided for in this bill the Bank would pay a ratc to be agreed upon-with the
Treasury. Mr. Crowlcy answered-a question by ch. Crawford (R: Mich.) ‘on
the subject of vhéther the: United States- should attach strings to its loans
through the Export-Import Benk to- iksurc that borroving countries did not
cdopt institutions contrary t3 democratic and C“pltullstlc principles and
to provide for a mcasure of nmanagement of thesc governmrnts by the United
Stotes.  This discussion’ yas off tHé record.

In response to =n inguiry by Rep. Sumnetr (R, I11.) on that coum-
tries the Bonk expected .tc lend-to in the near futur\, Mr. Tuylor rcportud
that*the Bonk was currcntly negotlatlng loans nith Nnrxay, Denmark ~ni tho
Netherlends (£6r the East Indics) and vos consldering locns to 6ther coun-
tries vhich are now subjcct to thc Johnsen Att, Mr. Taylor was unable to
supply gold statisties for Russia. Rep. Sumner fclt that, the United States
should attach conditions to EXport-Import Baenk louns in ordér that the loans
would not act to subsidize the spredad of cothnlum. Rep. Spence (D. Ky.)
pointed out that the Bank wag free to chQOSe its customers and could con-
sider such faectors os the typo and’ utublthy of ~ forcigh governm.nt before
granting 2 loan.

Rep. Heys (D. Ark.), Rep. Talle (R. Iowa), rnd Rep. Thom (D. Ohio)
inguired about specific lomns. Mr. Toaylor explained that the locn to Pan
Amcrican Airweys was for the pwrposc of finoncing hotel comnstruction in
various Caribbean countrics. To the cest of thesc projeets local capital
would contribute 50 per ccnt. Lomn No. 349 wvas granted to cid in the pur-
chase of certain Germon firms in Brazil., Mr. Taylor described how the
Expert-Import Bonk supervised the use of its loan funds.
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Rep. Buffett (R. Nebr.) felt that since Latin American countries
now have gold and dollar holdings as large as they have ever had, they
should be able to attract private capital. He could not understond how
one could justify dollar loamns by the Bank to forcign countries to mzke

-purchases in the United States of equipment which United States. firms arc

unable to buy. He also felt that all Export-Import Bank loans have po-
litical implications and that the fact a loan is granted to a foreign gov-
ernment strengthens that government's position.

Dean Acheson, Assistant Secrctary of State, then inserted a brief
statement in the record which he summarized for the Committee. He stressed
the need for expedition in the passage of  the bill under consideration and
the need for loans supplied by the Export-Import Bank in the interim be-
twcen the cessation of Lend-Lease aid and the commencement of operations
by the International Bank. Mr. Acheson explained in some detail ‘why it will
be two years or more before the International Bank will be able to make
loans in any volume, According to the Articles of Agreément of the Bank,
it will be two years after the Bank is organized before 20 per cent of the
Bank's caplt ol is paid in, It w1ll probably take more than two years to
educate prlvate capitdl 4o enter into loans guarqnteed by the Bank and to

-buy the le;gatlons of the Bank.

Mr. Acheson agreed with Chairman Spence (D. Ky.) that he knew of
no substantial opposition to the present bill. He was in sccord with Rep.
Wolcott's interpretation that rehabilitation loans of the Benk would be for
the purpose of helping other countries get on theit feet and provide em~
ployment for their peoples,  He pointed out that reconstruction and develop-
ment loans by the Bank would be essential in the transition period and
alsc as a supplement to loans by the International Bonk.® AMthough the
Export-Import Bank may make stabilization loans, Mr. Acheoon pointed out
that none of its credits for that purpose have beon 8o used. Rep. Wolcott
wondered if it might not be necessary to rcactivate the stabilization fund
of the Treasury so that it would not-go out of existence before the Bretton
Woods enabling legislation is passed. Chairman Spence said he hoped Bretton
Woods would be passed in -the coming weck so that. such action would not be

.necessary.

Rep. Gamble (R. N.Y.) was assured by Mr. Achéson that. other coun-
trics have institutions with functions similar to thosc of the Export-Import
Bonk. Rep. Monroney (D. Okla.) went back to his doubt concerning the wisdom
of repecl of the Johnson Act. Mr. Acheson explained that the Johnson Act
did not protect United States investors against unsound foreign issues but
merely penalized countries in default on their World War I debts. He pointed
out that the Johnson Act in any event does -not prevent private foreign com-
ponies from floating issues in this market. In his opinion, the SEC regula-
ticns are adequate protection for United Statces investors. At present it
is-the purpose to encourage wise private investment rather than to discourage
it. Any necessary regulation can be legislated after the revival of invest-
ment has taken place.

Mr. Acheson attcmpted to interpret for Rep. Sumner (R. Ill.) a
quotation decling with the copacity of countries in certuin stages of eco-
nomic development to cbsorb capital. He then rehearsed for Rep. Sumner the
reasons why it would take two years or more for the International Bank to
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get into effective operation. Rep. Sumner then questioned Mr. Acheson
regarding the accuracy of certain estimates of the amount of dollars the
Monetary Fund end International Bank could mcke available to foreign
countries. Rep. Sumner thought the strong sentiment in favor of in-
crcasing the lending authority of the Export-Import Bank might be based

on the assumpticn that the Fund and Bank could only make $6 billion avail-
able to foreign countries.

Rep. Folger (D. N.C.) expressed doubts similar to those of Rep.
Monroney on the wisdom of repealing the Johnson Act and did not seem too
assured after Mr. Acheson's explanation of the operations of the SEC since
the Commission” does ot approve securities but only certifies that the

Anformation: concerning the issuing firm and the prospectus are complete

and correct. For Rep. Talle (R. :Towa) Mr.. Acheson -outlined briefly the
loan procedure of the Export-Import Bank.  Rep. Buffett (R. Nebr.) ‘re-
turned to his refercnces regarding the need for lomns ‘te Latin America

in view of the large dollar balonces of these countrlcs. ‘also reiterated
hig faith in the need for .sound fiseal policics and the neCesulty to in-
vestigate such policies-of prospective borrowers.

At the close of Mr. Achcson's testimony, Mr. Crowley, Chairman
of. the Board of Trustees, prescnted a proposal to the Committee regarding
changes in the management of the Export-Import Bank. ‘According to his
proposal ‘the Export-Import Bank would be under the supervision of the
Forcign Economic Administrator, with the Administrator having supervision
over the Bank similar to that exercised by the Federal Loan Administrator
over the Reconstruction Finance Corporation. To manage the operations of
the Bank there would be a board of dircctors of five members with the
Foreign Economic Administrator and Sccretary of State as automatic members,
the Administrator acting as chairman. Thc other three members would be
full time directors appeinted by the President of thé United States and
confirmed by the Senate. The board of directors would be non-partisan
with not more than three directors being members of any one party. To act
in an advisory capzcity to the Bank there would be an advisory board of
the same membership as the National Advisory Council set up by the Bretton
Woods enabling legislation to coordinate the policies of the Fund and
Bank and other institutions mcking forcign loans, The Foreign Economic
Administrator would act as chairman of this advisory board. Mr. Crowley
suggested this proposal be worked out in conjunction with the legislative
counsel of the Committce. He alse said there would be no objection to
revising dormward the maximum lending authorlty of the Bank.
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HEARINGS ON THE EXPORT-IMPORT BANK BILL
BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE
July 12, 1945 -- 10:30 A.M.

At the beginning of the session the clerk of the Committee read
& letter addressed to Chairman Spence by Ronald Ransom, Vice Chairman of
the Board of Governors of the Federal Reserve System., ‘This letter stated
that since the activities of the Export-Import Bank are closely related
to the responsibilities which would be placed upon the National Advisory
Council by the Bretton Woods legislation and since it is most important
that the financial poliociss which govern United States participation in
the Monetary Fund and Infernatlonal Bank should also govern the operations
of the Export-Import Bank, the Board felt that theé members of the board
of trustees of the Export-Import Bank should be the same offlolals who

comprise the National Advisory Council. In the Board's opinion thc same
rcsult would not be accomplished if the officials on the.National Advisory-
Council acted meroly in an advisory capacity to the managemsnt of tho Bank.
Thg Board accordingly re commended - that the legislation include a provision
that thc members of the board of trustecs of *the' Bank be the Seérctary of
State, the Scerctary of the" Treasury, . the ‘Sceretary of Commerce, the Chair-
man of the Board of. Governors 6f the Federal Reserve Systom,and a flfth
member to be. app01nted by the. Prosident of the United States with the-
adviee and ‘sonsent of the Senatc who would be chairman.: of the board of*+
trustces of the Bank.

Following the reading of this letter, which was - incorporated in
the record, W. Randolph Burgess,:President of the American Binkers®
Assoclatlon, testlfled before the Gommlttee. He presented a letter from
W, L. Hemingway, a past pr631dent of.:the Amﬁrican Bankers Association, in
whiéh'Mr. Hemingway urged ‘an ingrease in the capital funds.of the Bank.

In %is prepared. statement ‘Mr.'Burgess statcd that the- Assoclatlon favors
a prompt' increase. in the lending authority of the Export- Import Bank,
The'Association in its report: on "Practiocal Internationnl, Financial
Organizations" published February 1, 19&5, took the posltlon that the

Bank's eapital.funds he increased to $2 billion, Such an increase would
"bé for the‘purposo of meetlng credit needs prior to the setting up of

the Internatlonal.Bank and-for making loans in which the United States

hus o spocinl interest amd which. could be madé more effectivoly through

a nutlonal agoney than through an, 1nternatlonal body. The pr1nclples
which ‘should govurn the organlzatxon qnd operatlons of tho Bank are, ‘in
the Assoclation's oplnlon, ‘that.{1l), thr Bank should supplement and en-
courage but. not, PVPIJCC prlvate cupltal, (2) {ts loans s hould, be soiind
loans w1th,prqct10a1 assurunc& of . rcpayment, (3) the. amount of the Bank's
loans td any ono Qountry :should not be oXcessive and -in grantlng loans

the ! Bunk should t“ku into: conslder&tlon the amount of gold and dollars
hcld by the- borrow1ng cbuntry. “Mr .. Burgoss ‘on"behalf of the American
Bankers Assoclatlon suggvsted thot tho bill provide for the' following:

(1) a stotement, as to the relation. betwucn ‘thé activities of the Export-
Import Bank .and prlvato londing agenclvs such ds 'ir contained in the arti-
cles of agrbemont of “tho Intornatlonal Bank, ‘espceially a condition that
the borrowyer is un¢blc ‘toTobtain the ‘funds elsewhore under reasonablc con-
ditions; (2) a duflnltlon ‘of the standards which:the management of the Bank
should observe as follows, that: loans should generally be for specifie pur-
poscs, that they must offer. practical assuranco. of rcepayment, that rccon-
struction and dovolopmont loans should bc cOFflnud to the cost of imported
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materials and should not cover the cost of local labor and materials. Mr,
Burgess explained that the second standard was offered in place of the
requirement in the Wolcott bill that loans be "adequately secured.” In
his opinion, Export-Import Bank loans because of their nature could not
be secured by collateral. Mr. Burgess thought the last standard mentioned
should be qualified to permit the fimancing of local expenditures by the
Bank in special circumstances., The third suggestion of the Association
was with regard to the mamagement of the Bank, that there be.a small,
full-time board.. of directors with adequate salaries to mamage the Bank's
operations and that this board be responsible as to broad policies to the
National Advisory Council set up in the enabling logislation for Bretton
Woods. The fourth proposal was that the term of life and capital of the
Bank be kept within tho range of "nearby cxpectaneics" aund be reviewed by
Congress from time to time.

Mr. Burgess assured the Committue that he was speaking for the
American Bankers Association. He explained to Rop. Gamble (R. N.Y,) that
the purpose of suggesting as o standard for Export-Import Bank loans that
they offer assurances of repayment wus to buttress the mamagement of the
Bank in refu51ng 8 loan. He favored cutting the extension of the life of
the Bank as provided in the bill but feolt that in order to prescrve gon=-
tinuity in the Bank's operatlons 1ts 1ife should be oxtcnded for at least
five years..

Mr. Burgess did not agree with Rep. Symmer (R.. I1l,)
that the Export-Import Bank would compete for loans with private capltal
if the management of the ‘Bank ‘contirued the past policies of the Bank,

He did not share Rep Sumner's fea¥ that the United States taxgayer would
lose because of the Bank's operatlons. He expressed the hope that the
Bank would not use all its $3 25 billion lending authority for dlreot
loans. ‘but would contlnue ‘to’'use private capital through its take-out
arrangem@nts.( There folldwed & discussion between Rep. Sumner and Mr.
Burgess in which the terms "lending authority" and "capital" of. the Bank
were confused. M, Burgess ‘finally pointed out that- the Bonk's lending
authority of $3.5. billion reprcsents- the.total ‘loans. and guarantees of

the Bank which’ may be outstandlngfat any one time. 'Mr, fBurgess felt thot
there would be pressure onh the Bank to make loans at too low rates of
interest, wh;ch would meke the Bank competitive with private lending in=-,
stitutions and tho Intérnational B ank. He believed that. the rate charged
by the Export Import Bank should bo similar to the minimum rate of 4 to
Lg per cent which may be charged by the International Banks, Reps Sumner
then asked the witness if it werc not true that the Bank was free o use
its .copital et its diseretion, thot it could charge any interest rate,
that its losses would be mxde good by the Troasury, -and that it would com=
pete with privote capital, Mr. Burgess roplied that the first two points
were o question of management, that he .did not agree -on the third point
and that the dangser of ‘the fourth was nebulous and would be nonexistent

if thé prineiples suggostcd by -tho iAssociation were adoptod.

Reps Buffott (R. Nubr:) expresscd the fear thot the United
States Government will soon dominnte forcign lendings Mr, Burgess
scemed apprehen31ve of a 51m11ar development  but pointed out that if.
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there is to be adequate foreign investment, the government must enter the
field since the risks of such lending are too great for private institu-
tions to carry. Although privete banks now have a large amount of funds
which might be used to make foreign loans, their previous experience
deters them, During the war, however, private banks have done consider-
able foreign financing, Mr, Burgess did not agree with Recp. Buffett that
the Export-Import Bank should have an interest in or influence over the
policicus of a forcign govermment borrower similar to those of a commercial
bank in the mamgoment of a domestic corporate borrower, He pointed out
that the Bank has refrained from attempting to influence the policics or
polities of borrowing govermments. The tcstimony of Mr, Burgess concluded
the hearings on thc Export-Import Bank bill,

Board of Governors
of the Federal Reserve System
Division of Rescarch and Statistics

July 13, 1945
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