
. / . .  +.., + ~ . . . . . .  . . . .  <" .> 

DECLASSIFIED 

B ~ . M ~ A ' D a t e  (~--~ ~+o.7 
m 

: l s~  S e s s i o n  ~ , : ......... : .... • +:,:, ,] +, +.~ : N 6 , : : ~ : , ,  
• ' "  . , i  !'' ~, ~ - '  ' : '  : " ~:'  i ' ' ' ' '"' " 

• DEBT Aom   + +ENTS,WrrH  n+E "mm]   at,:•R PCBL C ' .:: 

, : ¢ , .  y,  , ; ' ,  . . . .  ° ' • '  

• : :o~++ +f,,;'+ 

Mr. WtL~v, from the Committee on Foreign Relations, subn~itted 
the followifig 

R E P O R T  

[To accompany Executives D, E, F, and G, Eighty-third Congress, First session] 

• The Committee on Foreign Relations, having had under considera- 
tion a series of agreements with the Federal Republic of Germany 
(Ex. D, E, F, and G, 83d Cong., 1st sess.), reports ,them to the'Senate 
and recommends that  the Senate give its advice and consent ~to their 
ratification. , + ' + 

Public hearings were,held on June 17 and 18, 1953, and the com- 
mittee voted to report the agreements favorably on July 2, 1953. 

GENERAL PURPOSE OF THE ~GREEMENTS 

• The agreements pending before the Senate are as'follows: i 
I. An agreement on (~erman.external debts, signed at London on 

February 27, 1953, by + the Federal Republic of Germany, 
and by tt~e United States and 17 other:creditor countries 
(Ex. D). :+ 

: + II. An agreement~ between the United States and the Federal 
• Republic of Germany regarding the ~ettlement of the claims 

of the United States for postwar economic assistance (other 
than surplus property) to Germany, signed at London on 
February 27, 1953 (Ex. E). 

III .  An agreement between the United States  and the Federal 
Republic of Germany relating to the indebtedness of Ger- 
many for awards made by the Mixed Claims, Commission, 
United States and  Germany, signed at London on February 
27, 1953 (Ex. F). 

IV. An agreement between the United States and the Federal 
Republic of Germany concerning the validation of German 
dollar bonds, signed at Bonn on April 1, 1953 (Ex. G). 
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Three of these agreements concern payments to be made by the 
GermanGovernment, by public authorities in Germany and by_private 
debto~B' tGermany to American nationals entitled to benefit from 

,~i~ ~ t ~ f ~ G e r m a n  indebtedness. The fourth' agreement (Ex. E) 
.... iS~:~e~ttement between the United States and the Federal Republic 

of Germany for GARIOA (govermnent and relief in occupied areas) 
and ECA postwar assistance. 

The agreements, if ratified, and if given effect by the necessary 
private settlements between creditors and debtors, should assist in 
regularizing the financial relationships of the German Government 
and German private debtors with the rest of the world. 

SCmaARZ~S OF AGRE~.~aENTS 

The immediately following sections describe in broad terms the 
pending agreements. A summary of the agreements and anuexes 
appears in the Senate document (Ex. D, E, F,  and G) transmitting 
.the agreements to the Senate at page 203. 

I. THE AGREEMENT BETWEEN THE FEDERAL REPUBLIC OF GERMANY, 
THE ~rNITED STATES, AND 17 OTHER CREDITOR COU~CTRZES O~ GER~At¢ 
EXTERNAL DEBTS (EX. D) 

This agreement, which will become effective when ratified by the 
Governments of the United Kingdom, the Federal Republic of 
Germany, the French Republic, and the United States of America, 
states that the parties thereto find "reasonable" the proposed terms 
of settlement set forth in. annexes to the agreement. The debts 
covered are the external prewar debts of the German Government, 
external bonds issued or guaranteed by public bodies within the 
territory of the Federal Republic, and private debts as noted below, 
most  of which are owed by West German debtors to private creditors. 
The agreement defers for the time being consideration of governmental 
claims against Germany arising out of World Wars I and II. 

The remtionship between tbe governments signing this agreement 
and the private creditors is unique. In effect, the intergovernmeutal 
agreement sets forth the general terms which the governmental 
parties find "reasonable" and provides a framework within which 
private agreements can later be negotiated between individual credi- 
tors (or their representatives), aud governmental authorities or 
p~vate  groups in Germanx. The annexes to the basic agreement, 
are, couched in terms of '%greed recommendations," made by rep- 
resentatives of private group~ that creditors of specified c]asses are 
advised to consider settlements offered by German debtors in West 
Germany along the lines recommended. Annexes to this agreement 
cover the debts of the Reich and other German public agencies, debts 

, resulting from private capital transactions, the so-called "standstill 
debts," or short te~zn loans in default, and certain other types of 
debts. The 'recommended terms of settlement are indicated in 
table III. 

DEB~ :A~R E EIVI"EIX 

German prewar  external t 
a8 of Dec. 81, 1950, aa 

, ,  p u b l i c  p 

1. Debt ot Federal Government: 
~ Dawes, Young, Krueg, 

• Other . . . . . . . . . . . . . . . . .  

T o t a l ,  Federal Gove~ 
2. B o n d s  of Laend~r and munleJ 

T.0'tal,  p u b l i c  . . . . . . . . . . .  

3. Private prewar debts: 
I .  Bonded debts . . . . . . . . .  
2. Standstill debts . . . . . . .  
3. Miscellaneous and corn 

Total, private . . . . . . .  

T o t a l  . . . . . . . . . . . . . . . .  

M a r .  1, 1~,53. 
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I. GERMAN D E B T  SETTLEMENT 

German prewar external debt, by major categories, principal, and accrued intereet, 
as of Dec. 31, 1P50, as adjusted in International Conference on German Debts 
I 

[In million dollar,s] 

Public prewar debts Principal 

1. Debt of Federal Government: 
a. Dawes, Young, Krueger loans . . . . . . . . . . . . . . . . .  319. 6 
b. Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  232. 0 

Total, Federal Government . . . . . . . . . . . . . .  _" . . . . . . . . . . . . . .  623. 6 
2. Bonds Of Laenctor and municipalities ............................. 51.7 

T ~ d ,  pubic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  675. 3 

8. Private prewex debts: ' 
I. Bonded debts ............................................. .152. 9 
2. Standstill debts ........................................... 92. 8 
8. Miscellaneous and commercial ............................. S76. 

• Total, private ............................................ 622. 0 . 

Total ......... 1, 297. 3 

Accrued 
interest 

86. 0 
18. 5 

104. 6 
20.4 

124.9 

78. 9 
44. 3 
95. 2 

215. 4 

340. 3 

Total 

477.6 
250. 5 

728.1 
72.1 

800. 2 

228. 8 
187.1 
471. 5 

837. 4 

1,637. 6 

Mar.  It 1953. 

,f 
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I I .  GERM.~.N D E B T  S E T T L E M E N T  

Major country holdings of German prewar external debt 

[Principal plus accrued interest--in million dollars] 

Pre-1945 public debt: 
Deb t  of Federal Republic:  

Dawes loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Young loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . .  " 
Debt of Laender municipaii-fies:f.--:----'--------'-.'-"--~-:::::: 

Pre-1945 private debt: 
Corporate bonded debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Standstil l  debts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous and commercial debts . . . . . . . . . . . . . . . . . . . . . . .  

Total . . . . . . . . . . . . . . . . . .  .? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total' 

115.7 
311.6 
300. 8 

72.1 

228.8 
137.1 
471.5 

I, 637. 6 

Uni ted  States 

Percent 
Amount  o( total 

59. 8 52 
72.1 23 

s 126. 6 42 
28.9 41 

126.4 55 
34.4 25 
98. 4 21 

546. 6 33 

Uni ted  Kingdom 

Percent 
Amount  of total 

29.8 26 
60.8 20 
26.3 9 
14.3 20 

44.9 20 
76. 3 
58.11 

310. 5 I 19 

F ~ n c e  

Amount 

7,2] 
112, 8 

.2 

0) 

17. 7 

137.9 

Switzerland 

Percent P e r e ~ t  
of total Amount  of total ' 

6 6.5 5 
36 16.6 [ 5 

. . . . . . . . .  13.4 4 

. . . . . . . . .  11.6 16 

. . . .  : . . . .  49.0 21 

. . . . . . .  i "  i 112~6:5i [ - -  25 19 

8 [ 240.0 i 15" 

Bonded debt by  currency of issue, nonbonded debt by residence of creditor. ~ Neg. 
s Includes $97.5 mill ion to be paid in sett lement of Mixed Claim Commission awards. 

Mar. 1, 1953. 

III .  GERMAN PRZWAR DEBTS 

Terms of settlement reached at International Conference on German Debt~, London, 195~ 

Category "I- Princlpa____~l 

Dawes bonds: 
United States tranc,he ...... I Unchanged ........ 

yo Ot?Lo~2nches . . . . . . . . . . . . .  [ . . . . .  do . . . . . . . . . . . . .  

Interest arrears 

Recalculated a t  new interest rate; funded 
at  3. peree'At for 20 years; 2 percent amor- 
tization after 1957; interest 1945-52 pest- 
poned until reunification. 

. . . . .  do . . . . . . . . . . . . . . .  ~- . . . . . . . . . . . . . . . . . . . . .  

Future  interest rate 

Reduced from 7 to 5~ percent. 

Reduced from 7 to 5 percent__. 

Amortization 

3 percent beginning Apr. 1, 
1958. 

2 perCent b e g ~ n ~ g  Apr. 1, 
1058. 

;v 

Percent 
Amount of total 

12.4 11 
40. 3 16 

134. 3 45 
17.3 23 

8.51 4 

. . . .  i ~ : ~ - ]  . . . . . . .  

402. 6 I 25 

M a t u r i t y  date 

1959. 

1959. 

g 

t~ 

rn 
z 

O 

N 

o 

t~ 

--,A 

Ir ..................... 111 ii i I I rJ [r I I 

Uni ted  States tranehe ......... :..do ............ :. 

Other tranches . . . . . . . . . . . . .  

Kxcuger Match loan . . . . . . . . . . .  

Bonds issued or guaranteed by 

Principal  to be 
c o m p u t e d  on 
d o l l a r  c l a u s e  
basis. 

. . . . .  d o  . . . . . . . . . . . . .  

Unchanged ........ 

RecalCulated a t  4 ~  perceut; funded at  S 
percent for 20 yesrs; 1 percent amortiza: 
t ion after 1958; interest 1945-52 post- 
poned tmti l  reunifl(ation. 

..... do ..................................... Reduced from 5~ to 4~ per- 
cent. 

Recalculated at 4 percent; funded at 3 per- Reduced from 6 to 4 percent_.. 
ceut for 20 yo~rs; 1 perce'at a~ortizatiou 
after 1953~ interest 1945-52 postponed 
un~u reunification. 

~ of arrears re~lexla ted  a t  new interest ~ of old contractual rate an- 
rate to be hmded, less rate was less t han  4 per- 

R e d u c e d f r o m S ~ t o ~ p e r e e n t _  1 percent bo~n~ing  Apr. 1, i 

. . - . . d o . ° .  . . . . . . . . . . . . . . . . . . . . . .  

1~ percent beginning Apr. 1, 
1958. 

1 percent beginning Apr. 1, 
1953; 2O years'beginning Apr. 

t~O. 

1994. 

20 years from 
existing., matu-  

t~ 



Uni ted  States tranehe . . . . . .  

Other tranclles . . . . . . . . . . . . .  

Kreugar Match loan . . . . . . . . . . .  

Bonds issued or guaranteed by 
Laender or municipalities. 

Bonds o[ German corporations 

Standsti l l  debts . . . . . . . . . . . . . . . .  

Commercial and miscellaneous 
debts: 

..:..do ............ 

Principal  to be 
c o m p u t e d  on 
d o l l a r  c l a u s e  
basis. 

. . . . .  do . . . . . . . . . . . . .  

Uneh.~nEed . . . . . . . .  

. . . . .  do . . . . . . . . . . . . .  

. . . . .  do . . . . . . . . . . . . .  

Recalcu~kted at 4 ~  percent; funded a t  3 Reduced from 5 ~  to 5 percent. 
percent for 20 years; 1 percent amortiza- 
t ion  after 1958; interest 1945-52 post- 
poned unti l  reunification. 

. . . . .  do . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Reduced from 5 ~  to 4 ~  per- 
cent. 

Recalculated at  4 perceat; funded a t  3 per- 
co-at for 20 y~ars; 1 perce'at a~or t iza t ion 
after 1958;. interest 1945-52 postponed 
un t i l  reunification. 
of arrears r~slcalated at  new interest 

rate to be faudsd. 

of arrears to be funded . . . . . . . . . . . .  = ..... 

Arrears calculated at i percent to be added 
to principal. 

Trade debts . . . . . . . . . . . . . . . . . . . .  do. t . . . . . . . . . . .  ~,~ of arrears to be added to principal . . . . . .  

Salaries, wages, ere . . . . . . . . . . . . . .  do.t . . . . . . . . . . . . . . . .  do . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other commercial . . . . . . . . .  . . . . . .  do.l . . . . . . . . . . . . . . .  do . . . . . . . . . .  r . . . . . . . . . . . . . .  : . . . . . . . . . . .  

Financial debts . . . . . . . . . . . . . . . . .  do.~ . . . . . . . . . . . . . . . . .  do . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Reduced from 6 to  4 percent._. 

of old contractual rate un- 
less rate was less t h a a 4  per- 
ceut. 
of or i~nal  c~ntractual rate, 

wi th  m i n i m u m  of 4 percent, 

In  accordan~ current bank.  
ing charges. 

Whcu payable, ~ of contraC- 
tua l  rate wi th  4 percent min- 
i m u m  t3 accrue beginning 
Jan. 1, 1955. 

Not normally payable . . . . . . . . .  
Where payable, ~4 of c3ntrac- 
tual rate with 4 percent min- 
imum, to accrue beginning 
~an. I, 1958. 

of contractual rate wi th  4 
percent min imum.  . 

In ease of gold clause, principal to be calculated on dollar clause basis. 

Mar.  1, 19,53. 

1 percent beginning Apr.  1, i t~80. 

. . . . .  do . . . . . .  ~ . . . . . . . . . . . . . . . . . .  1980. 

1 ~  percent beginning Apr.  1, 
1958. 

1 percent beginning Apr. 1 ,  
195]; 20 years'begt~ ntng Apr. 
1, 1968. 

1 percent beginning ~ a n u a r y  
1958, 

None except 3 percent per 
quarter new credits. 

On all types crcdltera may  
option for immediate pay- 
ment  iu doutschemarks; 
immed ia t e l~  balance in 10 I 
equal aunuiues.  I 

5 equal annuities .............. 
I0 e q ~  annuities . . . . . . . . . . . . .  

3 percent beginning ~an. 1, t 
1958; 8 percent beginning I 
:~an. 1,1963- 15 percent there- 
after. ' I 

20 years from I~ 
existing matu- 
rity date. 

10 to 25 years 
from existing 
date. 

Can tm renege-" 
tiated at- end 
of year. ~. 

1963. 

N 

1957. 
1952. 

1970. ~ 

t~ 

Q 

O 

N 

m 

d 
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Table II above shows that the total principal amount of German 
debts covered by this agreement is estimated to be $1,637.6 million, 
of which $546.6 million is estimated to be payable in dollars. 

II.  THE AGREEMENT BETWEEN THE UNITED STATES AND THE F]~DERAL 
REPUBLIC OF GERMANY SETTLING CLAIMS FOR UNITED STATES IPOST- 
WAR ECONOMIC ASSISTANCE (EX. E) 

This agreement notes that the United States, since the war through 
June 30, 1951, has furnished Germany, under the appropriations for 
government and relief in occupied areas (GARIOA) and th~ ECA 
program, assistance in the amount of $3,013,974,677. I t  also notes 
that it is the policy of the United States to adjustclaims for reimburse- 
ment of this amount "on a basis generally similar to that established 
for the other free nations of Europe." The agreement then reduces 
the amount of this claim from $3 billion to $1 billion, calls for pay- 
ments over a 35-year period, and fixes the rate of interest off the unpaid 
principal at 2~ percent per annum. 

This agreement is discussed in more detail at page 224 of the Presi- 
dent's message transmitting the agreements to the Senate (Ex. D, 
E, F, and G). ~ 

The table which follows gives a breakdown of the types of postwar 
aid given to Germany by the United States. 

United States postwar aid ~o the Federal Republic of Germany, from date of initial 
entry of United States forces into Germany to June 30, 1951 

[ Mill lens of dollars 
Gross aid: 

P re -GARIOA (government  and relief in occupied areas) . . . . . . . . . .  276. 2 
GARIOA .................... . ............................... 1, 534. 5 

ECA and related aid . . . . . . . . . . . . . . . . . . . . . . .  ~ . . . . . . . . . . . . . . . . .  1, 540. 7 

Gross aid exclusive of surplus' p roper ty  obligations . . . . . . . . . . . . .  3, 351. 4 
Deduct ions for credits to Uni ted  States ,  including 5-percent counterpart_ 337. 4 

N'et aid exclusive of surplus proper ty  obligations . . . . . . . . . . . . . .  3, 014. 0 

III. AGREEMENT BETWEEN "THE UNITED STATES AND TI~E FEDERAL 
REPUBLIC OF GERMANY RELATING TO AWARDS MADE BY THE MIXED 
CLAIMS COMMISSION, UNITED STATES AND GERMANY (EX. F) 

In 1930 an agreement.between the United States and Germany 
recognized the indebtedness of Germany to American claimants who 
suffered damage as the result of German actions in the United States 
prior to and during World War I. Shortly after this agreement was 
reached, the German Government defaulted upon its payments. The 
present agreement sets forth the obligation of the Federal Republic 
to pay to the United States $97,500,000 on behalf of American na- 
tionals. The agreement also sets forth the schedule of payments, i 

IV. AGREEMEIN'T BETWEEN THE UNITED STATES AND THE FEDERAL 
REPUBLIC OF GERMANY CONCERNING THE VALIDATION OF GERM-4.N 
DOLLAR BONDS (EX. G) 

In order to be  sure that German dollar bonds which may have 
been unlawfully acquired (the Soviets apparently looted large quan- 
tities of such bonds at the time of their occupation of Berlin in 1945) 
will not benefit by the terms of the settlement covered by the afore- 
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mentioned agreement on German external debts, this agreement 
states that no bond,or other evidence of indebtedness will be enforce, 
able unless it has been validated in accordance with the procedu~eh 
established by an executive agreement signed at Bonn on February 27, 
19,53., That executive agreement is transmitted to the Senate for its 
information. The executive agreement could not, of "course, be 
fully effective without ratification of the pending agreements. 

Surplus property.--One other agreement should be mentioned, 
namely, that between the United States of America and the Federal 
Republic of Germany regarding the settlement of surplus property 
furnished Germany, transmitted to the Senate for, its information.. 
This agreement is in the nature of an executive agreement, concluded 
under the authority of the Federal Property and Administrative Serv- 
ices Act of 1949, and will come into effect when the German external- 
debt agreement referred to above becomes effective. The exectttive 
agreement on surplus property fixes German indebtedness to tho 
United States in the amount of $203,000,000. This amount is to be 
paid in 50 semiannual instal]merits beginning in 1958 and is to draw 
interest at the rate Of 2~ percent. Provision is also made for the 
payment of some of the amounts due in deutschemarks instead of 
dollars. 

Surplus property obligations of Germany 
[In million dollars] 

4 

Office of Foreign Liquida t ion  Commiss ion  (OFLC)  . . . . . . . . . . . . . . . . . . . .  66. 7 
E u r o p e a n  C o m m a n d ,  U. S. A r m y  ( E U C O M )  sales . . . . . . . . . . . . . . . .  . . . . .  91 .6  
Surplus  p rope r ty  (special goods to  increase coal p roduc t ion  and  d i s t r ibu-  

tion) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  58. 6 

To ta l  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2lB. 9 
Deduc t ion  for p r e p a y m e n t s  and  reacquis i t ions  = . . . . . . . . . . . . . . . . . . . . . . .  13. 9 

T o t a l :  .................... _ ............................... I 203 .0  
I Subject to adjustment for 3d-party claims. See art. VIII, surplus property agreement. 

This executive agreement is discussed in more detail at page 234 o~ 
the President's message transmitting the agreements to the Senate. 

BACKOROUND OF A G REEMEN Ts  

During the 1920's the German Government, in need of foreign 
credit, sold a large vol~nne of German bonds abroad. Many of these 
bonds were sold in the United States, the principal loans being the 
Dawes loan of 1924 ancl the Young loan of 1930. In addition, a 
number of lesser German governmental units sought financing in the 
United States (loans to German states andmunicipalities totaled $344 
million) as did certain German private groups such as business cor- 
porations and private borrowers (total, $908 million), banks, churches, 
and public utilities (total, $430 million). Many of these credit instru: 
ments were purchased by private American investors. 

Durin.g the depression of the 1930's payments upon most of these 
loans were defaulted and the bonds fell in value. Commercial credit 
operations were blocked. In 1933, following the rise of Hitler to 
power, the German Government in the process of restricting foreign- 
exchange transfers established a conversion office for foreign debts 
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into which pr iva te  German  debtors made  payment .  The  German  
Governmen t  then  offered various types of paymen t s  to creditors in 
foreig~.~.~c~untries;:some of which were accepted b u t  mos t  of which 
~ ¢ r . ~ . ~ j e 6 t e d ,  German  cur rency  manipulat ions cont inued unti l  the  
biltl~r~ak of the war, in a manne r  par t icular ly  discr iminatory against  
American creditors. 

At  the end of the war, the s i tuat ion in G e rm an y  was such tha t  i t  
was impossible to make  collections on any  of these debts.  Since 1948, 
however,  with the help of the Uni ted  States  Government ,  economic 
recovery  in Western  Germany  has been substantial .  As a result ,  
American economic aid has been gradual ly  reduced and the capac i ty  
of the German Government  and German  pr ivate  debtors  to make  
pa:~ments abroad has been increased. 

Since the summer  of 1951 a Tr ipar t i t e  Commission on G e r m a n  
Debts ,  representing the Uni ted  States, the Uni ted  Kingdom and, 
France,  has been carrying on negotiat ions looking toward the sett le-  
me~ t  of Germany ' s  external  debt.  

B y  December  1951 such progress had  been made  in agreement  upon  
the principles b y  which se t t lement  might  be made  tha t  an  In t e rna -  
t ional Conference on German  Debts  was scheduled to meet  in Lo n d o n  
in Feb rua ry  1952. The  Uni ted  States was represented at  this Confer-  
ence by  Ambassador  Warren  Lee Pierson, who was accompanied b y  
a group of pr iva te  individuals representing major  creditor  organiza- 
tions in the Uni ted States.  

RELATIONSHIP BETWEEN UNITED STATES GOVERNMENT AND PRIVATE 
CREDITORS 

Pos twar  shortage of foreigm exchange in G e r m a n y  made  i t  essential 
for the occupying powers to exercise control  over  transfers of foreign 
exchange from Germany  to creditors in o ther  countries.  This  m ean t  
t ha t  if a pr iva te  debtor  in Ge rman y  wanted  to reestablish his credi t  
with a bank  in  the Uni ted  States  (for example) b y  paying off old in-- 
debtedness,  he was not  able to do so wi thou t  the consent  of the allied 
,authorities. I t  was reahzed b y  the governments  concerned t h a t  
transfers of exchange abroad for servicing one class of debts  could no t  
be authorized wi thou t  a t  ~he same t ime prejudicing creditors of o ther  
types.  The  result  was tt~at the Governments  of the Uni ted  States ,  
France,  and the Uni ted  Kingdom found i t  necessary to a t t e m p t  to 
br ing pr iva te  creditors into some type  of workable relat ionship wi th  
German  debtors  upon a basis of paymen t s  which could be  sanct ioned 
b y  the occupying powers. 

So far  as the United States  is concerned, the Uni ted  States  Govern-  
m e n t  has a d u t y  to p ro tec t  the interests  of American citizens doing 
business abroad.  Thus,  the D e p a r t m e n t  of State ,  which took  the 
lead for this Gove rnmen t  in negot ia t ing the deb t  se t t lement ,  found i t  
necessary to encourage the creat ion of pr iva te  groups to represent  
various groups of American creditors. The  following m e m o r a n d u m  
f rom the D e p a r t m e n t  of Sta te  describes the groups which were formed 
and indicates the way  in which they  received p a y m e n t  for thei r  
services. 

DEPARTMENT OF STATE~ 
June 18, 1958. 

Memorandum. 
Subject: Compensation arrangements for creditor representatives at the London 

Conference on German Debts. 
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I .  I N T R o D u C T I O N  ~ ) 

The ,creditor:representatives fall into three general classes., In  , t l le~'a~nlass 
are those representatives of a relatively small and identifiable .@roup of credi~Sr~: 
In this ,glass.~were the American Gommittee~.for Standstill Creditors, representing 
~.~¢ling, e2aims -fo~d%b~ suspended,b.y: the .m~at~QriU~ ~.~ ~l~,~O.~! 
S~... ~mmitt,e~4 .f~.~ne Mixed GJalm*/tWa~I holders ,acze~l~ ~in ,the~i~tar. ,es~ 
o~,~pi~,#~.mttt.ely~ I75 ind~vidu~s anar~orporations~ " . :~ /': ,,:o:,, ",, <,:~ ,. ~" ': ' • 
,,' T]m.:se~cond. group .i~luded the~w0~.Organizations that spoke forLbon .d.holders. 
vne  of these:,0rg~iizat|~ns'is t l~  ~oieign ~ondholders Protective ~ouncll. " "1no 
ether is the'United:S~tes ,Gommittee,~f0~German Corporate Dollar Bonds. Both 
of these committe~@re reeognized~by~t~he Department as acting in the interest 
of b~n~oJders~.b~hey?, do not.,,a~j~n~a~.strictly ~representative capacity, since 
~t~e~yi~e.not:nq~n~,tedorelected~,b~the.~,ondttol~ters themselves. : ' 
:,~ T h~ third ~%~'~y~"  ~ t h e ,  J~l~,~en~id~:f0~;tl~ Oommer~i~ ~nd miscellaneous 
~lebts, >~,!~,t,~&ase :the Dep~,rtment;; a~ter:unsuccessftflly:attemid~t~g~to find an 
organiz#ttfi@~, ,wil!~ng-to repr, esent~.this group of debts,' finally, wa~ol,:~li~sd~te, ~ask' a 
p r ? ~ i ~ t ~ , W ~ , e s s m a n  to aC~ in a .~pers0nal capaeity~ as, a n  advisSr:,,,~ ~ ~:,~: ~ , /  

~T:~,~fi~/~al arrangements for each of these groups are different.' They-are 

I I ,  FINANC:AL ARRANGEMENTS SUPERVISED B Y  THE UNITED STATES GOVERNMENT 

A.  The Foreign Bondholders Protective Council, Inc. 
The Foreign Bondholders Protectlve Council, Inc., was organized in 1933/at 

the" lnvitat ion ' ,0f the ,United States Government for the purpose Of protecting 
the interests :of"Ameriean ,holders of foreign public dollar bonds issued or guar- 
~tnteed by foreign governments or ,political subdivisions thereof. It,is a private, 
independent,  nonprofit ~)rganization." The council has h~td the full, support of 
the :Department'of State since its organization, without impairment of~it~-tnde- 
pendent status. The council has recently ;passed tlirough an unusually active 
period, having negotiated settlements on the, defaulted bond issues of Japan, 
P.eru, Costa Rica, ~taiy, Chile, Colombia, in addition to the Federal Republic of 
~er~Ah~,'~ qn, these negotiations the Council acted as the spdkesman for American 
bondhbldei% ~and recommended their acceptance of the sett~[ement arrangem,ents. 

Since 1943"the cou~b]l has financed ~'t'setf by small deductions ma'de from the 
first cash payi~ient~,'-:n~" ale"under a debt' settlement by bondholders who elect to 
accept an~offer Of #ettlement negotiated and recommended by the council. The 
~mount is $1.25 pei- $1:,000 bond. However, in view of the extended negotlation.s 
carried on in London, out-of-pocket expenses Connected with the London Con- 

.. ference are to be paid by the German Government and German debtor entities., 
,The amount requested includes transportation expenses, legal fees, enJ living 
expenses incurred in London; no officers' salaries or staff salaries or expenses 
~mually assumed by the ,council are to' be reimbursed by the Ge:man debtors. 
~here~ is no contingent fee involved as respects any of the debt arrangements 
neg0~i~ted by the Council. " . 
• In 1937 ~ Board of Visitors was established, consisting of the Secretary of 
Sta te  and the Chairman of ~he Securities and Exchange Commission, or their 
representatives, to examine p~riodically the internal financial operations of the 
council. I t  was announced at that time that the Board would scrutinize requests 
made by the council for funds from foreign countries and from American bond-  
holders in connection with debt readjustment plans negotiated by the council. 
I t  was also understood that the Board of Visitors would examine and consult 
~rom time to time concerning other sources of income and all the, expenses and 
_disbursements of the council. Pursuant to this arrangement, the Board of 
Visitors has met with the council from time to time and the Department of 
State has been kept fully informed of the council's finances. 
B. The United ~lates Committee for ~erman Corporate Dollar Bonds 

The'United Sta~es Committee for German Corporate Dollar Bonds was initially 
Termed at the invitation of the Department of State to participate in the  German- 
• debt-settlement negotiations on behalf of the holders of nonguaranteed German 
corporate dollar bonds. I t  is a nonprofit, private, independent organization 
whose decisions and recommendations to bondholders are not subject to govern- 
mental review or approval. 

The agreement governing German corporate bonds adopted at the London 
.Conference provided that the creditors' representatives which participated in the 
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Conference would undertake, subject to the approval of their respective govern- 
ments, to represent the bondholders in the negotiation of individual offers of 
settlement by the .German debtors, which offers it would recommend to bond- 
holders . . . .  ~:: 
~.,i 7,~.~suant~tO this provision the Secretary of State, in a letter dated September 26, 
1952;~invited the United States Committee for German Corporate Dollar Bonds 
to continue to act on behalf of the holders of German corporate dollar bonds. I l l  
his letter, the Secretary noted that  provision had been made for reimbursement 
of the expenses and the payment of reasonable compensation to the corporate 
bondholders representatives by the German obligors. The Secretary expressed 
no objection to such an arrangement, but suggested that, in order to protect the 
committee and the Government from any possible charge that  the  expenses and 
compensation are unreasonable, such expenses and compensation be reviewed 
by the Department from time to time. Under this arrangement; and in consulta- 
tion with the Securities and Exchange Commission, the Department reviewed 
the financial statement to be submitted by the committee to the appropriate. 
German authorities last fall for the period February 28 through July 31, 1952. 
The Department is currently reviewing a further financial statement covering 
the period.from August 1, 1952, through February 28, 1953. There are no 
arrangements of any kind for fees to be paid on a contingent basis. 

I I I .  F I N A N C I A L  A R R A N G E M E N T S  W O R K E D  O U T  I N D E P E N D E N T  OF U N I T E D  STATES 
G O V E R N M E N T  S U P E R V I S I O N  

A.  The American Committee for S~andstill Creditors of Germany 
This committee is formed by 13 American banks holding standstill claims against 

Germany. The representatives on the committee are officials of the banks who 
serve on the committee without compensation, except insofar as they are salaried 
officers of their own banks. The committee handles its own finances without 
supervision by the United States Government. I t  is our information that  there 
.are no contingent fees involved in its operation. 
B. The American Awardholders Committee 

This committee was organized at  the suggestion of the Treasury Department iIl 
1952. I t  is composed of the larger number of the 175 individual and corporate 
awardholders all of whom had been notified of the settlement proceedings, and 
had been invited to join in selecting representation at  the conference. The ex- 
~ n s e s  of the committee were guaranteed by a group of the larger awardholders. 

e are informed that  the representatives designated by the committee operated 
on the basis of a fixed fee and not a contingent fee. 

' C. Mi~ceUaneous and commercial claims 
Mr. Gordon Michier, Chairman of the German Committee of the ~at ionaI  

Foreign Trade Couneil, at tended the conference in connection with commercial 
and miscellaneous claims. He acted in a personal capacity, accepting this assign- 
ment at  the urgent solicitation of the Department of State. He was selected for 
this purpose because of his experience and reputation in the field of foreign trade; 
Mr. Michler did not receive any compensation from any outside source (apart 
from his own company) by reason of this service. We are informed that  no con- 
t ingent fees of any description wereqnvolved in his service. 

NEGOTIATION Olit THE AGREEMENTS 

T h e  r e p r e s e n t a t i v e s  of 28 c r e d i t o r  c o u n t r i e s  as  wel l  as  r e p r e s e n t a -  
t i ve s  of p r i v a t e  c r e d i t o r  g r o u p s  ( i nc lud ing  t h o s e  m e n t i o n e d  a b o v e )  

, c o n v e n e d  in  L o n d o n  o n  F e b r u a r y  28, 1952, in  a n  i n t e r n a t i o n a l  c o n -  
f e r e n e e  to  d e a l  w i t h  t h e  p r e w a r  deb t s .  T h i s  con fe rence  is d e s c r i b e d  
in  s o m e  d e t a i l  a t  p a g e  11, a n d  fo l lowing ,  of  t h e  m e s s a g e  f r o m  t h e  
l~res iden t  of t h e  U n i t e d  S t a t e s  t r a n s m i t t i n g  t h e  p e n d i n g  a g r e e m e n t s  t o  
t h e  Congress .  I t  l ed  to  t h e  a g r e e m e n t s  w h i c h  a r e  n o w  be fo re  t h e  
Sena t e .  

"DEBT AGREEI~IElX 
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RELATIONSHIP BET~VEEN PREWAR PRIVATE DEBTS AND POSTWXl~ 
GOVERNMENT ASSISTANCE 

The Committee on ForeignlRelations during its hearings carefully 
i n ~ e ~  ~ to  the relationship between the settlement of Government 
p, o s ~ , ~ i ~ m 3 c  assmtance given to Germany by the UnitedS`tates 
and,~the,prew, ar private-debts,- Some concern was evidenced by. mem- 
bers wha'noted that the claims of the American Gov~nment for post+ 
war economic assistance to Germany had been written down from 
approximately $3 billion to $1 billion, while the claims of priv~ate 
,creditom for their prewar claims against the German Government had 
not been ,wri,~ten down so far as the principal of-the, debts-was ~ con- 
cerned~. Mthough ~here h a d  been reductions in interest l'ates~an~dex- 
tensions of time over which the debts might be paid. Mbr~6V~e~i~ 
was noted that the United States had written down its post~a~ ~l'al/hs 

ain~t~Qermany by about 66 percent while the United K~ngdom~and 
an~e'~hSd ~ written down their claims by about 25 percent, altl~ough 

the ,United Kingdomand France waived interest payments. - 
Since i t  is likely that over the next decade the German economy 

will be~able to suppor~ only limited amounts of payments to service. 
exteraalldebts, the effect of writing down the claim of ,the United 
States Government is to make it possible thereby to service the prewar 
private loans, The thought was expressed in the committee that. the 
eff~e~ of. this writedown was to make the American taxpayer who 
had put UP money for postwar economic assistance bear the burde~ 
of pay~nents to private American creditors. • , ,~ 

Representatives of the executive branch of the Government rec- 
ognized that this was the case. They took the position, .however, 
that total claims ag~:i~st Germany were clearly beyond its capacity 
to pay, that the German Government should not be expected torepay 
a substantially larger proportion, of its postwar debts to the United 
States than other European countries which had received American 
assistance and which, incidentally, continued to service their debts 

.. to privateAmerican creditors, and  that reduction in these postwar 
,claims was in accordance with the procedures and standards of the 
Economic', Cooperation Act of 1948, as amended. Moreover,  the 
executive ,branch noted that it wouId have been impossible to  induce 
the GermanGovernment ~0 approve any approach to settlement of 
prewar debts unless and until it knew the size 6f its postwar debt and 
was able to determine i~ capacity to make payments On both tim 
prewar and the postwar debt. The agreement relating, to postwar 
economic assistance states the policy of the United States "to adjust" 
claims for postwar assistance to the Federal Republic so that they 
-might "be reduced and placed on a basis generally similar to that 
established for the other free nations of Europe." • 

The executive branch further stated it would not have obtained a 
voluntary agreement to make paymeng on the postwar obligations 
unless it had made ig possible for the Germans to work out an arrauge- 
ment on its prewar debt, acceptable to its creditors, which would have 
the effect of restoring its credit. 

A table showing the ratio between loans and grants to other 
European countries, as contrasted with the settlenient being made 
with •Germany for postwar economicassistance, follows: " "! 
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TABLE IV.~United ~tates postwar aid (other than surptua property) to various 
European countries, 1955-51 

[In million dollars i] 

Country 

Belgium-Luxembourg . . . . . . . . .  i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Germany . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
I taly ............................... 
Netherlands ....................... : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : :  
United Kingdom . . . . . . .  : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans as 
A m o u n t  percent of 

total aid 

632 28. 9 
2,123 8.1 
3, 014 33. 2 
1,9681 12.0 

38, 9 
2, 538 13. 2 

z Do~8 not  include loans of $I .2 billion to France and $3,750 million to the United Kingdom made in early 
postwar period, 

Mar. 1, 1953. 

I t  must be recalled in this connection that  unless the United States 
makes it possible for Germany to become an equal member of the 
international financial community, able to borrow money, ancl carry 
on normal financial transactions, it is possible that  continued American 
assistance to Germany wil} be required. Although the committee is 
reluctant to write down the United States claim for postwar economic 
'assistance ~ which is secured b y  a priority status similar to that  held 
b y  the Other occupying powers, it believes that  the overall situation 
requires such action at this time. Moreover, as will be noted in 
table IV above, our treatment of Germany is somewhat less favorable 
than that accorded other European countries receiving postwar aid. 

SPECULATION 

Since 1941 trading in German bonds has been suspended on public 
exchanges and the Securities and Exchange Commission requested 
recognized dealers not to deal in such securities. I t  is likely that  
during the 1930's, and during the period when there was no trade 
in German bonds, some speculators managed to accumulate these 
bonds at fractions of the amounts they will be 'worth if these agree- 
meats  come into effect. The committee carefully questioned repre- 
sentatives of the executive branch to learn whether they took proper 
precautions to prevent speculation in these bonds and to inform 
members of the public of the negotiations so that  they would not  
dispose of their holdings at a time when they might soon again become 
marketable. The commi~ee hearings show the s teps  taken by  the 
executive braDch to bring these  matters to the attention of the 
"American public. 
, Representatives of the executive departments and the various bond- 
holder groups who appeared before the committee were questioned to 
,determine whether German dollar bonds in default are widely held in 
the United States or have become concentrated in the hands of a few 
.large holders. They were unable to submit definitive evidence as to 
such holdings, since, according to the witnesses, there is no way of 
knowing exactly who holds this type of security--although there was 
general agreement that  ownership is widely spread. 

In response to'a committee request, the following memorandum was 
submitted which tends to show that  the bonds are held by a relatively 
large number of owners. 
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ana lys i s  of over  7,@ 
This  analys is  indic 
in the  T r e a s u r y  s u r  

Distribution of Get 

State 

Alabama . . . . . . . . . . . . . .  
Arizona ............... 
Arkansas ............. 
California ............. 
Colorado .............. 
Connecticut .......... 
Delaware ............. 
District of Columbia.. 
Florida ............... 
Georgia ............... 
Idaho ................. 
Illinois . . . . . . . . . . . . . . . .  
Indiana . . . . . . . . . . . . . . .  
Iowa . . . . . . . . . . . . . . . . . .  
Kansas . . . . . . . . . . . . . . .  
Kentucky . . . . . . . . . . . . .  
Louisiana . . . . . . . . . . . . .  
Maine . . . . . . . . . . . . . . . .  
Maryland . . . . . . . . . . . .  

Hearings before the C 
sale of foreign bonds and : 

s U. S. Treasury Depar 
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DISTRIBUTION OF GERMAN DOLLAR BONDS IN THE UNITED STATES 

T h e  bes t  i n fo rma t ion  avai lable  ind ica tes  t h a t  the re  are p re sen t ly  o u t s t a n d i n g  
G e r m a n  dollar bonds ,  b o t h  g o v e r n m e n t a l  a n d  pr ivate ,  t o t a l i n g . t 2 8 7 . 2  mill ion 
including accrued  interest .  I t  is n o t  possible to  de te rmine  accura te ly  the  distr i-  
bu t ion  or  the  size of the  indiv idual  hold ings  of these  bonds .  The re  are, h o w e v e r ,  
several  sources  of i n f o r m a t i o n  on the  sub jec t  wh ich  are cons idered  reliable a n d  
they  clearly indicate  t h a t  the  dollar  bonds  are widely d i s t r i bu ted  t h r o u g h o u t  
the  Uni ted  S ta tes  a n d  t h a t  the  size ,of the  hold ings  are re la t ively  s m a l l  

The  Senate  C o m m i t t e e  on F inance  conduc ted  hear ings  f r o m  D e c e m b e r  18, 
1931, to F e b r u a r y  10, 1932, on the  sale of foreign bonds  a n d  securi t ies  in t he  
Uni ted  States .  t According to  i n fo rma t ion  b r o u g h t  o u t a t  these  hear ings ,  t he  
dollar issues of the  D a w e s  a n d  Y o u n g  loans  weie  m a r k e t e d  in the  Un i t ed  S ta tes  
by  a b o u t  150 b a n k s  a n d  over  1,000 securi t ies  dealers.  The  hear ings  f u r t h e r  
disclosed t h a t  of 40 r ep re sen ta t ive  G e r m a n  dollar  b o n d  issues w i th  a p a r  va lue  o f  
$152 mill ion the re  were  37,100 sepa ra t e  sales averag ing  $4,100 each.  

I n  1943 the  T r e a s u r y  D e p a r t m e n t  conduc ted  a census  of A m e r i c a n - o w n e d  
foreign assets ,  inc luding  dollar bonds .  Th i s  census was  no t  comple te  a n d  o n l y  
$83.4 mil l ion p a r  value of G e r m a n  dollar bonds  were repor ted .  2 There  were,  
however ,  25,409 sepa ra te  r epo r t s  flied averag ing  $3,700. Of these  repor t s ,  
21,366 were  s u b m i t t e d  by  ind iv idua ls  for  a to ta l  of $56.6 mill ioni  2,575 b y  es ta te~ 
and  t r u s t s  for  a to ta l  of $9 mill ion; 1,457 by  bus iness  concerns  for  a t o t a l  of 
$17.7 mill ion; a n d  11 by  nonprof i t  o rgan iza t ions  for  a to ta l  of $45,000. T h e  
a t t a ched  table  reflects the  geographica l  d i s t r ibu t ion  of the  r epo r t s  s u b m i t t e d  b y  
individuals .  

On D e c e m b e r  9, 1941, the  securi t ies  exchanges  in the  Un i t ed  States ,  a t  t he  
r eques t  of the  Securi t ies a n d  E xch ange  Commiss ion ,  s u s p e n d e d  deal ings in l i s ted  
securi t ies  of G e r m a n  origin. Ove r - t he -coun te r  b rokers  a n d  dealers  were  likewise 
r eques t ed  to  re f ra in  f r o m  effecting t r a n s a c t i o n s  in such  securit ies.  T h e  s u w e n s i o n  
cont inues  a n d  the  Securi t ies a n d  Exchange  C o m m i s s i o n  considers  t h a t  i t  c a n n o t  
w i t h d r a w  its r e q u e s t  unt i l  measu re s  have  been  t aken  which  will ensure  t h a t  t h e  
looted bonds  do n o t  find a m a r k e t  in the  Un i t ed  States .  I t  is n o t  believed, the re -  
fore, t h a t  t he re  has  been a n y  apprec iab le  change  in ownersh ip  of G e r m a n  dollax 
bonds  since the  o u t b r e a k  of W o r l d  W a r  I I .  

The  Fore ign  Bondho lde r s  Pro tec t ive  Council  in the  . spr ing of 1952 m a d e  an  
ana lys i s  of over  7,000 inquir ies  i t  had  received r ega rd ing  G e r m a n  dollar  bonds .  
This  analys is  indica t3d t h a t  the  p a t t e r n  of smal l  ind iv idual  hold ings  ~eflected 
in t h  e T r e a s u r y  s u r v e y  has  cont inued .  

Distribution of German dollar bonds held by individuals reported in the 19~S 
Treasury census 

! 

State  

Alabama . . . . . . . . . . . . . .  
Arizona. 
Arkansas. 
California... 
Colorado ...... 
Connecticut 
Delaware . . . . . . . . . . . . .  
District of Columbia.. 
Florida . . . . . . . . . . . . . . .  
Georgia . . . . . . . . . . . . . . .  
Idaho ._. 
Illinois .. 
Indiana . . . . . . .  
Iowa . . . . . . . . . . .  
Kansas . . . . . . . . . . . . . . .  
Kentucky . . . . . . . . . . . . .  
Louisiana . . . . . . . . . . . . .  
Maine . . . . . . . . . . . . . . . .  
Maryland . . . . . . . . . . . .  

Number 
of reports 

78 
28 
15 

1, 108 
197 
206 
34 

153 
293 
121 
18 

2, 377 
164 
339 
138 
217 
173 
212 
308 

State 

Massachusetts . . . . . . . .  
Michigan . . . . . . . . . . . . .  
~ innesota . . . . . . . . . . . .  ississippi . . . . . . . . . . .  
Missouri. . . . . . . . . . . . . .  
Montana . . . . . . . . . . . . .  
Nel~raska . . . . . . . . . . . . .  
Nevada . . . . . . . . . . . . . . .  
New Hampshire . . . . . .  
New Jersey.. 
New Mexico. 
New York . . . . . . .  
North Carolina._. 
North Dakota.._ 
Ohio . . . . . . . . . . . . . . . . . .  
Oklahoma . . . . . . . . .  
Oregon . . . . . . . . .  
Pennsylvania . . . . . . . . .  

Number 
of reports 

6O9 
513 
615 
70 

1,158 
61 

3O8 
6 

46 
1, 262 

9 
5, 746 

41 
63 

587 
101 
235 

1, 548 

Number 
State of report~ 

Rhode Island . . . .  12~ 
South Carolina . . . . . . .  41 
South Dakota_. 2~ 
Tennessee . . . . . . . . .  ,-. 141 
Texas... :[7(] 

.. Utah . . . . . . . . . . . . . . . . . .  2~ 
Vermont. 67 
Virginia . . . . . . . . . . . . . .  108 
Washington . . . . . . . . . .  214 
West Virginia . . . . . . . . .  I 81 
Wisconsin . . . .  1, 07{1 
Wyoming. 27 
Hawaii. _. 7 
Puerto Rico . . . . . . . . . .  1 4 
Alaska.._ 9 
Other locations . . . . . . .  I~  

Total . . . . . .  21, 366 

I Hearings before the Committee on Finance, U. S. Senate, 72d Cong., 1st sess., pursuant to S. Ras. 19, 
sale of foreign bonds and securities in the United States, pp. 162, 905, and 918. 

s U. S. Treasury Department, Census of Amerlcan-Owned Assets in Foreign Coantries, 1947. ' 
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OBJECTION TO PROVISIONS RELATING TO REICHSMARK BONDS OF 
CONVERSION OFFICE FOR GI~RMAN FOREIGN DEBTS 

- ,The committee heard testimony in obiectlon to paragraph 4 (g) of 
section A, annex I, to the agreement on German external debts which 
provides that "Reichsmark bonds and scrip will be converted into 
deutsehemark at the rate of 10:12' Objection to this section was 
voiced by one witness holding bonds orginally payable in reichsmarks 
issued by  the Conversion Office for German Foreign Debts. The  wit- 
ness stated that  conversion of such bonds at the rate of 10:1 discrim- 
inated against these claimants. He suggested that  these bonds, though 
payable in reichsmarks, were issued under such circumstances as to 
warrant their treatment as goldmark obligations impressed with a 
specific foreign character, and thus that  they should be paid at the 
rate of 1 reichsmark to 1 deutschemark, and should not  suffer deval- 
flation in the ratio of 10:1, the rate under the currency reform legisla- 
tion of 1948 enacted by  the allied occupation authorities. 

This subject was explored at some length in the hearings. The com- 
mittee did not believe, however, that a reservation should be taken on 
this point as suggested. There was no showing that the witness spoke 
for any substantial group of Americans who hold boo'ds payable in 
reichsmarks. Inquiries made in Bonn indicated that negligible 
quantities of these bonds are held in the United States, most of them 
having been issued in Holland, the United Kingdom, Sweden, and 
Switzerland. Moreover, even if there were many Americans holding 
such bonds, the committee was impressed by the fact that they were 
payable in reichsmarks and not in dollars. 
• The committee was impressed with the statement on this matter  

submitted by  the Department of State, which appears in the hearings, 
and particularly by  the following statement: 

With regard to Mr. Kaufman ' s  point  relating to the equities of the si tuation i t  
must  be remembered  tha t  re ichsmark bonds of the konversionskasse were payable 
in German currency in Germany and, moreover ,  were issued in respect  ~ to debts  
payable originally in reichsmarks.  Since other  debts  payable in reichsmarks are 
being set t led on a 10-to-1 basis in the debt  se t t lement ,  not only is it  equitable t h a t  
the reichsmark bonds of the konversionskasse should be set t led on the same basis, 
but  to settle t hem on the basis proposed by Mr. Kaufman would be according 
t h e m  an unwarran ted  preference. Moreover, the one feature of these bonds which 
distinguishes t hem from other  reichsmark debts,  i. e., the convert ibi l i ty into 
foreign exchange of mar~ paymen t s  on the bonds,  is mainta ined in the debt  
agreement.  

RELATIONSHIP BETWEEN CONTRACTUAL AGREEMENTS AND DEBT 
SETTLEMENT 

it will be recalled that last session the Senate gave its advice and 
consent to the ratification of the so-called "contractual agreements" 
with Germany. (See Ex. Rept. No. 16, 82d Cong., 2d sess., especially 
p.  27.) In chapter 8 of the convention on the settlement of matters 
arising out of the war and the occupation (see Ex. Q and R, 82d Cong., 
2d sess.), Germany reaffirmed its liability for the prewar German 
debt and postwar economic assistance. While the contractual agree- 
ments .have not yet  entered into effect (not having been approyed 
either by  Germany or France), the pending agreements may  enter 
into effect immediately upon ratification. At such time as they enter 
into force, the powers of the Allied High Commission under the oc- 
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~upation statute, respecting claims against Germany, will be termi- 
nated and the German Government has been so informed. The effect 
of the debt agreements coming into force will be to fulfill the terms 
,of chapter 8 of the above-mentioned contractual agreement. 

CONSEQUENCES OF FAILURE TO RATIFY 

If these agreements were not to come into effect, testimony before 
the committee indicates an expectation that considerable chaos might 
ensue. Private creditors would undoubtedly band together in order 
to negotiate settlements directly with the German Government or 
with debtor groups in German~-. Some creditors in the United States 
in a position to extend new Credit to Germany would be in a good 
position to force advantageous settlements upon their debtors. Other 
American creditors would be virtually powerless to negotiate settle- 
men ts. 

During such a period of competition between American creditors 
and between American creditors and those in other countries, German 
recovery would undoubtedly be retarded while it sought to establish 
its credit rating in the iuternational financial market. 

ADVANTAGES OF THE AGREEMENTS 

The principal advantage to the United States Government in "the 
conclusion of these agreements will be the assistance they will give to 
building a stiong German economy. So long as a healthy Germany 
is of interest to the United States in its desire to prevent conditions 
in Europe giving rise to Communist threats, a sound German economy 
is necessaly. 

The principal advantages of the agreements to private creditors 
are manifest. Once the bonds have been validated, there will be a 
market  for them. Evidence before the committee, which is reproduced 
in the printed hearings, indicates that German dollar bonds are widely 
held in the United States and many American citizens will benefit 
when the bonds become salable. 

CONCLUSION 

Although the Committee on Foreign Relations is not satisfied that  
these agreements establish what might be described as full justice, 'it 
does feel that under the circumstances they represent the best kind of 
settlement which can l~e made at this time in the interests not only 
of the United States as a whole but  in the interests of thousands of 
American citizens who invested their savings in Germany. I t  hopes 
that the Senate will give its advice and consent at an early date to the 
ratification of these agreements. 

Ever since the end of the war this committee, in its desire to 
strengthen the forces of democracy in the world, has repeatedly 
urged that every opportunity should be given Germany to rebuild 
its shattered economy and assume an equal place in the family of 
nations. The committee believes that  these agreements constitute 
a significant step toward that goal. 

O 


