National Adviscry Council
| Document No, 592
February 2, 1948

MEMORANDUM To: National Advisory Council
From: Secretary of the Council
Subject: Release on United States Assistance in Tracing the
Private Dollar Assets in the United States of

Nationals of Countries Receiving Aid Under the
European Recovery Program

The attached release on the above subject is transmitted

for the information of Council members,
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CAUTION: HOLD FOR RELEASE

(The following correspondence is for release at
12 O'clock, NOON, MONDAY, FEBRUALY 2, 1948.)

My dear Senator: -

“*You will recall that when I appeared before the benate Foreign
helations Committee to di:scuss the financial aspects of the Europe an
kecovery Program I indicated that I would socon be ready to report
the results of the National advisory Council's consideration of the
extent to which this Government should assist countries likely to
receive financial assistance under the European hecovzry Program in
locating the assets of their naticnals concealed in the United States.

On that occasion I discussed the extent to which the dollar and
gold holdings of the participating countries could be integrated with
the Buropean hecovery Programe In that connection I stated:

"Some people have argued that the participating countries
should pay for part of the program by using up their gold and
dollar assets in the United States, and by liquidating the
American investments of their own citizens. I need not labor
the point that the Fur: pean countries must have some gold ‘and
‘dollar reserves to finance their internetional trade if they
are to return to normal operations after 1952 It should be
kept in mind-‘that the European Recovery Program is not in-
tended to cover the entire import requirements of these coun-
tries. It would be folly on our part to forcs the European
countries to use up their gold and dollar balances to a point
where they would not have adequate funds to operate through
ordinary commercial and financial channels, By insisting that
the participating countries exhaust their gold and dollar bal-
ances, we would mérely add further instability to tlieir mone-
tary systems., As a 'matter of fact, all of the participating
countries except Switzerlend, Turkey, and Portugal have already
reduced their dollar balances to or below the amount which
would normally te régarded as safec

"When we turn to the pessibility of liquidating European
investments in the United States, we must also look at the
problem in terms of its long-run consequences, These invest-
ments annually e¢ern a dollar income, which will be used to
‘cover part of the cost of the Program, and which will be used
in the future to meet part of the cost of imports after the
Program ends, Without these investments, the balance-of-
payments situation of the participating countries will be worse
in the future. I doubt very much that it would be wise policy
for the United States to force European countries as a general
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rule to liquidate the property owned in the United States
by their nationals 2s a condition for receiving aid from
this Government.

LI I I I )

“Some of the governments, however, will decide to li-
quidate some or all of their holdings so as to vay for
imports. In practice this may be an zlternative to borrow-
ing from tiie United States « o+ ¢ o o "

I emphasize again that, in the judement of the National
adviscry Council, it would not be wise to force countries likely
to receive financial aid from the United States (referred to here—
after as "recipient countries") to liquidate the private holdings
of their nationals as a condition to receiving such aid. PBut the
problem of assisting these countries in loceting the privete assets
of their netionals is separste and distinct. It is this problem
which the National Advisory Council and the nxecutive Departments
concerned have been studying for some time, '

The problem stems from the fact that nationals!of some recipient
countries have for inany years followed the practice of concealing
their assets in the United States. . Some hold property directly in
their own names; others hold indirectly through intermediaries in
third countries, notably Switzerland., Thesc assets are concealed in
this country despite the fact that the foreign exchange laws of the
recipient. countries typically require that foreign e.change assets
be declared; some also require the turning over of liquid dollar
holdings in exchange for local currency; practically all require
that ‘licenses be obtained for the expenditure of foreign exchange
assets,

It is impertant to distingcuish between two categories of assetss
tlocked asse%s and free assets. By blocked assets vie meen those i
which are frozen in the United States under the Foreign funds Control
of the Treasury Department. It will be recalled that as a weriime
measure the President, pursuant to Secticn 5(b) of the Trading with
the enemy Act, blocked, under control of the Treasury, the private
and public holdings in the United Stztes of all of the Europecan countries
except the United Kingdom, Eire, and Turkey. Beginning in October
1945, machincry has been put in ofiect which provides for the unblock—
ing of assets of persons in most of the formerly enemy-cccupicd and
neutral countries if the government of the country where the benc-—
ficiel owner of funds resides certifies to the private Amcrican
custodian holding the assets that there is no enemy interest in such
assets. The primary purpos¢ of this procedure is to find concualed
enemy property. The procedure is now applicable to all the recipient

Federal Reserve Bank of St. Louis



2840 \

countries whose assets were blocked. However, not all the nationals
of these countries have availed themselves of this procedure, which

has the incidental effect of disclosing to their respective govern-

ments the ownership of assets in the United States, As a result the
Treasury through Foreign Funds Control is still controlling e fairly
substantial amount of blocked assets,

Free assets idclude all the dollar assets owned by nationals of
. Britain, Turkey, and Eire, for these assets, to repeat, were never
blocked, In addition, free assets have accrued in the United States
on behalf of residents of the other recipient countries since
December 1945 when controls were lifted from 2ll current transactions
. between the United States and nationals of these countries.

: _It is obv1ously imposs1ble to ascertain accurately the amount
of private dollar assets owned by resident citizens of recipient
countries which are unknown to their governments despite the report~
ing requirements of such governments. Moreover, we hdve no controls
which require complete and continuous reporting of foreig-owned
assets, However, we have made certain estimates based on an analysis
of the best facts and figures available to this Government,

As' far as the free assets are concerned, we have concluded, as a
result of investipgations and consultation with the various governments,
that they are for the most part known to the governments of the recip-
ient countries. We have estimated that as of June 30, 1947, private
vperSons,_iﬁcluding non-citizens, residing in the recipient countries,

. had free assets in the United States approximeting $4.3 billion. Of
this amount $2.3 billion represents holdings of nationals of the
‘United Kingdom, which has adejuate infommation respecting these assets.
In addition, from Foreign Funds Control operations we know that about
$1e3 billion represents assets of residents of recipient countries
which have been certified for unblocking and henée are known to those
governments. The balance includes proceeds from the liquidation of
securities which has taken place in the United States with the knowl-
edge of the appropriate governments; accruals from current transac-
tions which are subject to control by the governments of the recipient
countries; and assets of non-citizens resident in these countriess
Some frec assets may have. accumulated here unknown to the respective
governments, btut we consider that the amounts are probably
1n81gn1flcant. ‘ _ \

fle come now to the question of the blocked assets held direectly
in the names of citizens of recipient countries and indirectly for
‘their benefit through Swiss intermediaries. These assets are for the
most part unknown to the respective governments; otherwise the i
appropriate unblocking certifications would have by now bcen obtained
and the ldentity of the respective owners disclo$ed. Precise figures
on the amount of these blocked assets are not available., Under the
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,-existing certification procedure, as has slready been indicated,
the certification is mede directly by the foreig government to the
private American custodian holding the assets and no report is made
to the Treasury other than general summaries which hove been obtained
. from the countrieg concerned, To have maintained current records on
. changés in blocked accounts would have subjected Americaen financisl
institutions and the Government to unjustifiable costs and difficultie-,
A According to our best estimates resident citizens of recipient
countries hold in the United States approximately $700 million of
" blocked assets which are in a form readily available for meeting the
balance-of-payment problems of the recipient countries. Of this emount,
"about $400 million are held here directly in the names of the resident
citizens; the balance of about $300 million is held indirectly through
Switzerland., In addition, resident citizens of récipient countries
. hold blocked investments in controlled: enterprises, in estates and
trusts, etc., which cannot readily be liquidated, althouch most of them
are valuable sources of current dollar income., ‘e estimate that they
hold directly in this non-liquid form of investment about %400 million
~and an additicnal small but unascurtainable amount 1nd1rect1y through
. Switzerland, .

SRS ATt appears that sc far as the recipient countries are concerned
the resident citizens of Franee have in the United States-‘'the largest
amount of concealed private blocked assets in a form which could be
used in meeting balance-of-payment problems or to supplement official
reserves. e estimate that the emount of the dirdetly-held assets in
this form of 1nvestment would run between $100 million to %150 million,

 The French Ministry of Finance hzs estimated that these assets amount
to about $150 millicne In addition, French resident citizens hold

'indlrectly through Switzerland llquid assets of pvobably betwean 200

end, $250 million,

; The policy we should adopt with respect to assisting “the reécipient
countries in obtaining control of the private dollér assets which are
hidden in.this country by their citigzens has been a subject of‘much
discussion im recent monthss Kepresentatives of finencial institu-
tions have urged that it is fundamental to our free private enterprise

_system and, in particuler: to our capital market, to respect private

property whethier or not it is hecld by foreign naticnalss Some felt
that the United States Government should not adopt the policy of co-
opcrating with foreign countries in: the enforcement of their exchange

‘control laws, . Finally, it was argued thot to adopt measures having

 the effect of forcing the disclosure to for¢ign povernments of private

. property held by their citizens in the Unito d States would put this
' Government in the position of supporting partial confiscation of
; prlvate property. This last. point relatcs to those cases where foreign
countries require the surrender of dollar assets, against reimbursbment
in local curruncy at unrualistic ~ates of uxchan 23
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The National. Advisory bouncil gaVe serious considsrﬂtion to

- these views. The Council doubted that undor ordinary conditions

this Government should ‘assist foreign governments in enforcing their
foreign exchange lawss Howsver, thesé are not ordinary times,
Some Europeen ‘countries are in-dire need of dollars to permit their

. survival as freo nations.  American taxpayers are being cslled upon
© to make substantial contributiens to Huropein recovery. HMoreover,

most of the foreign governments have repoatedly asked our assistance
in obtaining control of the holdings of their citizuns, who.have
concealad them contrary to the laws and naticnal interest of their
countriess It is these circumstances, I am sure, which' have inspired

arked public interest in the problom and have produced various legis-
lative proposals for action, such .2s' the Kunkel bﬂll (HeR. 4576) and
‘the ﬂorblad Kesolution (H.J. Kes. 268).

The Council studied in detall many alternative bropo als for
dealing with this problem din an effort to arrive at a solution which
would assist recipient countries to obtzin the usc of cencealed pri-
vate assets in the United States without doing viclence to the
traditional status of privete property. HNone of thése altornatives
promised at the same time sctuslly 'to protect the -private interests
of foreign nationals, to assist the recipient countries to mobilize

't the concealed dollar nssets of their rdsident c1tiz;ns, end to prevent
the escape of concealed enemy assets.

The Council concluded that no action should be teken regeording
free assets because the amounts which are unknown to the gOVurﬁmcnts
of recipient countries are. probably insignificent, and in eony event

- serious preactical difficulties would be involved. Effectively to

scarch out and teke control of thess free assets would require ox-—
change controls and other ineasures which would do maximum violenece
to our position zs a world finencinl center ond to our policy of
kKeeping th7 doller substentinlly free of restrictionss

The Council n2lso concluded, however, that this Government should
assist the recipient countries to cbtain control of the blocked asscts

* in the United Strtcs of their resident citizens. sAccordingly, it was
- agreed ‘that the program deseribed below, which h~s been developed by

the Justice end Trensury Depnrtments, should be put into operation

- promptlys In the opinion of the Couneil this progrom is the most
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effective uay to agcomplish the above objective and to prevent the
gscape of enemy assetse

The.program provides: that public notice will éhortly be given
that at the end of three months assets rumaining blecked, including
assets not certified by the appropriate foreign povernment as free

-
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of enemy taint, will be transferred to the jurisdiction of the Oifice
of Alien Property in the Deiartment of Justice. To permit this
Government and the 'oreign govermaents ccncerned to concentrate on the
areas where important results, are likely to be obtalnzd, accounts
containing small apounts.of property, say up to $5,000, will be un-
blocked in the near future without requiring certification or other
formalities except where a known ‘German, Japanese, Hungarian, lumanian
or Bulgarian 1nterest exists. The Office of Alien Froperty will take

a new census of the assets which remain blocked as of the desdline

date. In order efiectlve*y to. help the. recipient countries obtain
control of the blocked assets of their resident citizens, the Cffice
of'Allen Eroperty will then promptly carry out the following ﬁOl%ClSS.

(a) To deal with the directly-held assets by making available
to governments of recipient courjtries the information from
the new census of blocked assets of their citizens, includ-’
ing Jjuridical persons, residing in their territories which
remain uncertified as of:. the public. deadline date referred
to abovee Each country receiving such information will be
required to investigate the beneficial ovnership of property
‘held in the names of its citizens for the purpose of dis-
covering any enemy interest, Pending a reasonavle period
for such investigations, such property will not be vested
but will remain blocked under the juriediction of the Office
‘of Alien Froperty. If these investdgations show thsot the
_assets are cwned by residents of the country receiving the
-information the assets will be releaseds

(b) To deal with indirectly-held assets.by a vesting program

with respect to accounts which remain uncertified after the
"deadline rate. Processing of uncertified assets in Swiss
and Liechtenstein accounts for vesting under applicabl® law
as enemy property will be started immediately after the
receipt off the census information by the Office of Alien
Property. The vesting program will also be applied to un-
certified assets held indirectly through recipient countries
where the program described in (a) sbove dpes not result in
‘disclosure to the beneficial owner's government (e.gey French

" assets held through the Netherlands).. In the abseénce of
definite evidence of non-enemy ownership, full weight will

be given to the presumption of enemy ownership arising from
the failuré to obtain certificatione Evidence cof ncn-enemy °
ownership or interest offered either before or after vesting
will be checked in acceordance with the usual investigative
procedures of the Office of Alien Propertys. These procedures
involve disclosure to the governments of the countries of
which persons claiming legel or buneficial interests are
residentss Of cours:, any vested assets which are proved to
be nori-enemy may be returned under existing law applicable

to the return of vested property. .
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The Attorney General has informed the Council that there is adequate
authority. under the’ Trading with the eneny Ac%, as amended, to barry 2
out all aspects of the abova programs : 20y

b ng ’ r,, e
i\ .

The veatlng aspect of this, program appearc under the circum-

stances to be the most efiective means of renderlng help to coun;riés
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with regard to 1nd;rect1yaheld assgts. xhere is ne §atlsfactory’
alternative to.a procedure which will compel. foreign nationals either
to discloae their ‘concealed dollar assets .to their respective govern="'
ments or:to .forfeit them to the United. States, To daté'the certifi~ -
cation procedure, which applies to $wiss_and Liecntenstein "ccounts,

as well as to acccunts of recipient country nationals, has not been’
utilized by wany citizens of recipient countries to dbtain the un-
blocking of acgounts.in the United Statess  This is so with regard to
assets held through S:ltgerland for r981dent 01t1zens of recipient
countries because the owners of these assets know that' Switzerland |
cannot, under the exlsting procedhze, certify their assets without
securing a cross-certification from the government of the country
where they reside thus disclosing their identity to their government.
Actually, however, there is no effective way to ascertain whether
property held in Swiss. accountl is Swiss-pwned, enemy-ownedy or

owned by resident citizens of recipient countries, except to rely on
the Swiss and other: ;interesfc.eql governments.

It must be recognized that resident citizens 6f recipient coun
tries who hold their assets through third countries and who have not

"revealed such assets to their own povernment may choose not to declare

thelr assets to their own gecvernments for certification, notwithstand-
ing the announced program to vest these assets and even notwithstanding
any  amnesty which countries may offer. These persons would, in effect,
choose to forfeit their indirectly-held assets to the United :Statéds A
rather than to disclose them to their governments, ¢’ this proves to:be
the case, consideration could be given at a later date’ to .the ‘alloca~
tion by appropriate Congressional action of the vested ‘asgets among

the recipient countries.

In conclusion, I want to call your attention to the fact that

‘this prorram also provides for the orderly termination of Treasury's

blocking operationse This follows from thé fact that, in addition

to specifying the treatment to be accorded the uncertified assets in
recipient country accounts and Swiss and Licchtenstein accounts, the
program calls for the transfer to the jurisdiction of the Office of
Alien Property of all other assets rocmaining blocked as of the public
deadline date. Thus German and Japanese asscts will be transferred
and vestede Hungarian, humanian and Bulgarian assets will be trans-
ferred and will remain blocked until a settlement of war claims with
these countries is made., Finnish, Polish, and Czechoslovekisn blocked
essets, which do not exceed $5 million, will be transferred and remain
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blocked for the time being. Yugoslavian, Estonian, Latvian, and

_Lithuanian blockcd assets will also be transfcrred to the Office of

Alicn Property and roumain blocked until various current problems

have been resolved. Spanich and Portuguesc asscts arc still blocked
pending the cempletion of the current negotiations with Spain and
Portugal covering looted gold and German assets. If thesc negotia-
tions are succcssfully completed before the public deadline date,
arrangerents can promptly bo made for the unblocking of thesc assets;
on the other hand, if the negotiations arc not comploted by that date,
these assets would likcwisc be covered in the transfer to the Office
of Alien Property and would remain blocked pending thc conclusion

of the negotiations. :

It is tho intention of the Troasury and Justice Departments
to procecd promptly to carry out tho above program.

' ' sincerely yours,

/8/:  JCHN W, SNYDER
. . . :. Chairman :
Naticnal Advisory Council on
International ionctary and Financial Problems

Honorable Arthur H. Vandenberg

Chaiman, Senate Forcign Relations Committcee
United States Scnate

Washington, D, C.

February 2, 1948
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