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From statements which have been published from time to 
time, both inyimerican and foreign press, there appears to be a 
misunderstanding of the attitude of the Federal Reserve Board 
with respect to investments in foreign loans in the United States. 
On more than one occasion the Board has endeavored to remove this 
misunderstanding. So far from objecting to the placing of foreign 
loans ixf^Snerican market, it regards them as a very important, 
natural and proper means of settling the balances caveat## in our 
favor by our large export trade. There are times when such loans 
should be encouraged as an essential means of maintaining and 
protecting our foreign trade.

The Board has already stated that its announcement of 
November 28> 1916, did hot deal with the finances or the credit 
of any particular country, but only with banking principles which 
it seemed desirable to emphasize under the conditions existing at 
that time. The objection then made by the Board was to the undue 
employment by our banks of their funds in the purchase of foreign 
loans and not to the merits of foreign loans as investments. The 
Board was theh, and is now, of the opinion that the liquid condi
tion of our banks should not be impaired through undue or unwise 
use of their resources for investment operations. The position 
of the Board with respect to this principle has not changed. It 
still takes the view that foreign borrowings should appeal pri
marily' to the investor and not involve the use of banking resour
ces beyond the limits of sound practice. In view, however, of 
existing conditions, especially as they affect cur foreign trade, 
the Board deems it desirable and in the public interest to re
move any misconception that may be left in the minds of those 
who read the statement issued on the 28th of November, 1916.
Since that date the country's gold reserve has been further ma
terially strengthened and supplies a broad basis for additional 
credit. The Board considers that banks may perform a useful 
service in facilitating the distribution of investments, and 
in carrying out this process they may, with advantage, invest 
a reasonable amount of their resources in foreign securities.
So long as this does not lead to an excessive tying up of 
funds and does not interfere with the liquid condition of the 
banks, there cannot be any objection, to this course.

The Board did not, of course, undertake to give advice 
concerning any particular loam. It desires, however, to make clear 
that it did not seek to create an unfavorable attitude on the part 
of American investors toward desirable foreign securities, and to 
emphasize the point that American fund3 available for investment 

I may, with advantage to the country's foreign trade and the domes- 
. tic economic situation, be employed in the purchase of such se
curities.
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