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Mr. WiLEY, from the Committes on Foreipm Relations, submﬁtt-é&
the following

REPORT

{Ta aaroptnpany Executives D, E. F, and ¢, Eighty-third Congress, ¥irst sasalon]

_ The Committee on Foreign Relstions, having had under considera-
tion & series of agrecmients with the Bedersl Republic of Germany
(hx, I, &, F, and (3, 83d Cong_, 1et sess.}, reporia tham to the Senatn
aad recormmends that the SBanate give ite advice and consent te their
ratification. ' :

Public hearings were held on June 17 and 15, 1953, &nd tha com-
wittes votad to report the agreements favorably on July 2, 1953,

(GENEEAL PURFOSE OF THE AGREEEMENTS

The egreements ponding hefore the Senats ere as follows:
I. An agreemont on German axternal debts, sipaed at London on
February 27, 1932, by the Federal Repoblic of Gemmany,
%Ed 13} the Cunited States and 17 othor creditor countries
X, . -
II. 4n agreement between the United States and the Fadaral
Republic of Germeny regarding the settlemant of the claims
i of the Tnited Btabes for poslwar economic ageistance (other
; than surplus property} to Germany, sipgned st London on

. Februnry 27, 19432 {Eﬂ(. K1

: ITI An agreement between the United Stetes sad the Federal
i Reopublic of (Germany refeting to the indebtedness of Ger-
. many for awards made by the Mized Claima Commisaion,
_ United Btates and Germeany, signed at London oo Fehruary
: 27, 1953 (Ex. F).
; IV. An spgreement betwnen the United Statcs and the Federsl
Republic of Germany tonceroing the validation of German
dollar bonds, eighed st Bonn oo April 1, 1853 (Ex. G).
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Thres of thesa sgreements concern paymtents o be made by tha
German Government, by public authorities in Germuany and by privata
debtora in’.Germany to .Emerimn patinoala entitled to benefit from
bvidéngiE-of” German indebtedness. The fourth agreement (Ex. B
it & gsttloment between the United States and the Federal Republic
of Germany for GARIOA {government and relief in vccupied areas)
sud ECA postwar pssistance.
The agrecments, if ratified, and if given effect by the necossary
privato sattlements between vreditors and debtors, should assist in

regularizing the financial relutionships of the Germawn Goveruinent
and German privata debiors with rthe rest of Gle world,

AUMMARIES 0F AGLEEMENTS

The immedietely following scctiona dearribe o broad terms the
pending agreements. A semmery of the agreements ahd annexes
a]];paaxs in the Senate docurnens (Ex, D E, F, and GY transmitting
the agresments to the SBenate sl page 203,

1. THE AGREEMENT BETWEEN THE FEDERAL REPUBLIC O¥ GERMANT,
TNE TNITLE BTATES, AND 17T OTHEH CREDITOR OCOONTRIES QN GERMAN
EXTERWAL DEBETH (EX. D)

This egreement, which will hecome effective when ratificd by the
Governments of the United Kingdow, the Federul Republic of
Germeny, the Freoch Repubhe, sod the United States of America,
ptatns that the partiss thereto find “ressongble’ the proposed tarms
of settlement set forth in. snmexes o the agraement. Tha debts
covered are the externel prewsr debta of the German Government,
external bonds issued or guarantesd by public bodies within tha
territory of the Faderal Republic, and private debta as noted below,
most of which are owed by E‘?est. German debtors to private creditora,
The agreament. dafers for the 1ime being consideration of governinentel
claires agrainst Germany arising Gutﬁ World Wars [ and IL

The relationship between the governments signing this agrecment
and the prvate creditors is unique,  In effoct, the intergovernmental
agraement sets forth ilie general terms which the governmental
parties find “resgonable’ and provides & framework within which
privahe aprecmnents can laker be nepotiated Letween ndividual credi-
tora (or thelr representatives), and governmental authorities or
mrivate groups e Germany. The annexes 1o ihe buasic wrreement,
are, eotiched in terms of "hereed recommendations,' made by rep-
Tesentalives of privels groups vhat ereditore of specified elusars are
advized 1o conamder sestlements offered by German debtors in West
Germany slong the lines recomtnended.  Annexes to this agresment
cover the debes of the Reich and other German public sgencies, debts
resulting from private cepitel trensactions, the sp-celled fatandstitl
dehts,” or short term loans in dofanlt, and ceriein other types of
de'gr.s,l IIT he recomnmendsd terms of settlement are indicated in
fabie .
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. DEDT AGREEMENTS WITH FEDERAL REFTHIIC OF GERLMANY 2
. I. GEEMAN I'EBT SETTLEMENT
Gﬁmunﬂmmr erlermal debt, Uy mofor eqtegorier, prinerpal, and goorued fniereet,
az of Lrec. 81, 1960, oz adjusied in Iniernafional Conference on Uermon Debs
' . . [In mlllag dgllarsf
1
Pullic prewsr debts Priatlial | feund | Tata
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; Toeat, prble .. S, 755 1%.8 } S0 T
: % Frivete prewar dabta:
i L. Honded debra. oo oo 1629 76, B 2239
; 1. Btandstdl dehba L . 228 i3 17,1
I 8. hdtecallaneand aed oo m T edul. 174.43 ] 4716
| Tonal, PEITBU .o oo oam oo st o anenaeeens nzz. o Ty 7.4
i T Tymna Tand| O 1890K
‘ Biar. 1, 1953,
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& DpEBT ,II,EREEMENTE, wiITH FELERAL REFTUBLIC OF GERMANT

Table IT abova showa that the total principal amount of German
dabts covered by this agreement is estimated to be $1,637.6 nillion,
of which $546.6 million is estimsted to be payable in dellars.

II. THE AGAREMENT BETWEENY THOE TKITED ETATEE AND THE FEDERAL
REFUBLIC OF GREMANY ARTTLING CLAIM3 FOR ONITED STATES POST-
WAR ECOWOMIL ARSIETANCE (EX. B} : :

This agreernent notes that tha Unitad States, since thes war throuph
Jung 30, 1981, has [urnished (Germany, nnder the appropriations for
government and rchief in oceupied areas {(GARICA) and ths ECA
Program, masistence in the amount of £2,013,974 477, It also notes
that it is the poliey of the United Statea to adjust elaims for reimburse-
ment of this amount “on ¢ basis pansrally smumilar to that eatablishad
for the other fras nations of Bureps.* The agreement then reduces
the ruiouni of this claim from 53 billion to $1 billien, calls for pey-
ments over & 35-vear period, and fizes the rate of interest on the unpeid
principal ai 2% parecnt per annom,

This agreement ig discussed in more detail at paga 224 of the Presi-
dent’s meesage transmitting the eprecnenta to the Senete {Ex. D,
E F, and Gl -

The table which follows pives a breakdown of the types of postwar
gid given to Grarmany by the United Stetes,

Lniled Stales moctar ofd o the Federal Republic of Germony, from date of {ndtial
entry of Undied Skates forces inte Germany o June 30, 1961

[ MOl of 4;llsr

Grard ald: . .
Pre-GARIOA {government snd relief in oerupied areas) _ ______ - 276 2
AT A e e o e mmmuuaes 1 B34 B
ECA and related aid_____._ et s e g, B4 T

Croam gid axclueive of surglus' property obllgatione__ __ _._....._ 3 361 2

Dednetious for credits o Uniced States, including Spercant counterpart. 337, 4

Wet aid explusive of surplus properiy obHgatlone. . a0 4,014

I1I. AGREEMENT BETWEEN THE THITED ATATER AXD THE ¥ERERAL
BREPUBLIC OF GERMANY BELATING 70 AWARDS MADE BY THE MIXEL
CLAIMS COMMISEION, TUNITED BTATER AND GERMANY (BE. F)

In 1930 an agrerment betwaen the United Siates and Germany
recognized the indebtedneda of Germany to Ameriests clriments whe
sulfered damage 2s the resubt of German actions in the United States
prior to and during World War 1. Shortly aiter this agreement was
roached, the German Government defanited upen its paymenta.  The
present agreement sets forth the obligation of the Federal Republic
to pay to the United Seetes 507,500 000 on behalf of American na-
tionals. The agreement slso scts forth the schedule of payIents,

IV, AGRUEMENT BETWEEW THE UNITED ETATEH AND THE FEDERAL
REFORLIC OF GERMANY COWCEBRNING THE YALIDATION OF GERMAN
DOLLAT BONDE (EX. G)

Tn order to e sure thet (Garmwn dollar bondys which may have
bean unluwfully acquired (the Somets apparently loated lsrge guan-
tities of guch bonds at the tima of their vecupation of Berlin in 1945)
will not benefit by the terms of the seitlement covered by the afore-
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DEBET AGREEMEKTS WITH FEDEHAL REPUSNLIC OF GERMANT 7

mentioned apreement on Gormen external debts, tis agreemont
states that no bond or other evidence of indebiednaess will be enforce-
able unjess it hes been validsted in accordance with the procedures
eatablished by an execulive agreement signed at Bonn on Fabruary 27,
1963, Thar executive agreement, is trapsmitied to the Senate for ita
information. The executive agresment could nof, of ‘course, be
fully effective without raification of the panding sgrocmenta,

Surplus properfy-—One other agresment should be menticned,
namelr, that between Lhe United States of Americs and the Federal
Republic of Gennany regurding the settlemont of surplus property
furnished (rermany, transmitted to thé Senate for its infermetion,
This egreemant 19 m the nature of an executive agreement, soncluded
under the authorty of the Federel Property and Administrative Sery-
fced Act of 1049, avd will come inte effect when the (ferman external-
debt sgreement reforred to abowe becomes effective. The exectitiva
sgreement ot surplus property fixes German indehtedness to the

nited States in the amount of $203 000,000, This amount is to be

aid in 5) semisnnupl installments beginning n 1558 and is to draw

intereat st the rate of 2% percent. ovision ia slso made for the
ayment of soma of the amounts due in deutachemorks inetead of
a! . )
Surpilur yroperty ohlipations of Germany
[Ia mileu dotlaes]

Qtfice of Foreign Liquidation Commisaion (OFLC) cae o ou coiammccceae B0, T
) European Coromnand, U B, Avey (EUCOM) sales __________________ al. b
‘4 Eurp UJa property (Apecial gooda to increase eosl peadustion end diatribu- a

| L X
E O .. 2.9
" Deduction lor prepayments and reapguiaitinns . o w - oo L o eveomaccce-a 139

Tatal _________

___________ MR O 4 2

This executive sgreement 19 discussed in more detail at page 234 of
the President’s message trangmitting the agrestoents to the Senate.

BACKGROURD oF ACREEMENTR

During the 19209 the Cermen Government, in need of foreign
credit, sold & large volhme of Germean bonds sbroad.  Meny of thesa
bonds were pold in the United States, the pribeipal loans beiog the
Dawes loan of 1924 and the Young loan of 1030, In eddition, s
numhber of leaser German govarnmental units sought financing in the
United States (loaps to Cerman states and municipalities tolaled $244
million) aa did certain German private groups such 83 business cor-
porations and privete borrowers (tolal, 3908 mallion), banks, churches,
sbd public utilities (total, $430 milkon). Many of thesa gredit inslru-
ments wers purchased by private American investors,

Dhiring the depression ol the 1930's payients upon mest of theas
loans were defaulted and the bonds fell in value. Commercisl credit
operations were blocked. In 1833, following the rise of Hitler to
power, the Garmaen Government [n the process of restricting forsign-
exchenge transfers ostablished a conversion office for foreign debta

1
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3 DEET AGREEMENTY WITH FEDERAL RFPUBLIC OF GERMANT

into which private (German debtors mads payment. The German
Ctovernment then offernd waricus tvpes of payments to creditors in
foreign couutries; some of which were mecepted but most of which
T T8 edtod, éarma,n curreney manipidalions coplinued until the
outhreak of the war, in a manner particularly discriminatery ageinst
Amearican creditors.

At tho end of the war, the situation in Germany wes sueh that it
was itnpoasible to make rolloctions on sny of these debts. Since 1948,
howaver, with the help of the United States Govarnrmont, economic
recovery in Western Germany his besn substantisl, As n remit,
American economic aid has been gradually reduced and the capscity
of the German Government mod German private debtors to make
payments albroad hae been increasnd.

ince the sumimer of 1951 a Tripartite Commission on German
Diebts, representing the TInited States, the Uniied Kingdom and,
Freace, hes boen carrying on negotiztions locking toward the sattla-
ment of Germany'a externel deobt.

By Deceinbrer 1951 such progress had becn meds in agresment upon
the principles by wlich settlement might ba made that an Interne-
tione] Conferenics on German Debts wes scheduled te meet in London
in February 1852. Tha United Statea was represented at ihis Confer-
ence by Ambaszador Warren Lee Pierson, who was sécompatiod by
& group of private individuals representing major creditor orgeniza-
tiona in the United Séates,

RELATIONGHIF BETWEEN TUNITED STATER GOVERNMENT AND FEIVATE
CHEDITORS

FPostwar shortape of foreien axehwngs in Germany meade it sesentinl
for the cccupying powers bo axarcise control ever transfers of foreign
exchange from Germeny to creditors in ather countries. This mesnk
that if a private debtor in Germany wanted i ressiublials his credit
with g bank in the United States (for example) by paring off old in-
debtedness, he was not able to do so without the copsent of the allied
authorities, It was realized by the governments concerned that
trensfera of exchange abroad for servicing one class of debta could not
ba authorized without at the same time prejudicing ereditors of other
types.  Tha result was tHat the Governments of the United States,

rence, ood the United Kingdom foend it necessery to attempt o
bring private creditors into some typa of workable relationship with
German debtors upon & basis of payments which could be sanctioned
by the occupying powery.

So far as the United States is concerned, the United States Govern-
meant hez a8 duty to proteot the interssts of Americnn citizans doing
busingss nbm-a.d:f Thus, the Depertrnant of Staie, which took the
lead for this Government in negotiating the debt settlement, found 1t
necessary to gneourage the creation of privete growps to reprosent
TATIOUS g]g:rups of Amaerican creditora, 'Eha following memorandum,
from the Department of State describos tha groups which were formed
and indipgtes the way in which they received payment for their
BETVILLH.

DEPARTHENT OF STATE,
Jumne 18, 1055,
Memorandum.

Bubject: Compeneation arrangementa for creditor representatives wt the Landon
Conference on Germen Denis,
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'DEST ACREEMENTE WITH FEDERAL REPUBLIC OF GERMANY ‘B

L INTECDUOTION

The orediter repressntatives falf jnta three genersl olasses. - In the fret. class
are thops Toprosentatlved of & relatively aranll abd identifable gronp of areditdrd,
Ip thin glass were the Amerigan CSommittee fr Btandeiil] Creditors,

‘debis auspended by th e
y ing-olalma for auapanded by the meretoriom ifipe. & :
LR Fod Ciaton, e lareat

Y L SR

I i $heuZommittes for the Mived Clalm: Awsrdholders actad ia
of gpproximaialy 175 individuals kad forporations, : . .
-geaond ghivtpe Jchaded the two grEanizations that spoke for- bondholders.
. Oine of these organizaticos is the Foreign Bondholders Protegtive Coynail. - The
i other ig the Uniied Bintes Commithes for German Corporsle Doller Bords,  Both
: of thess commTmittend-ara Masoghized -hy.she Depactoent &8 80ting v the interest
' of bamgdhoeldera, buk th&g_d@ aok agtin.a: strictly Tepresentative anpecity winge
they vera fot-gominsted or eleoted by the bondheldars thomeeived. :
i : e third category was the papressntaiidn for the sommaraist and misesllaneons
' dabts.  In thisreass the Department, atter. tnenoeessfully attemptlog to Gibd an
organization,wiling to representthls group of debta, fnally was cbbged fo ank &
prs %ﬂmm to Act in &.pereonal CApACitT B AN Adwiser. i ax Lo
_Ti’-.%.ﬁ A srrengementa for eech of theee groupe are different. They are
oiltline o,

II. FINANCLAL ARABANGEMENTy doFERYISED BY ThE TUNITED aTaATHE GOVERNWERT
A. The Poreign Bondheldars Proteclive Counedl, Tne.

A The Foreign Boodholders Proteetive Couneil, Inc., was organized im 1933 at

| the tavitetion of the United Btates Qovernment for the Eumﬂaa of protacting

! tbe Infarasta of Amerfoan holdems of fareign pubils dellar bonds asusd or guar-

: antead by foreign governments or -politlon) aubdivigions thereof, Tt fa n privete,

¥ Indapendent, nonprofie organtzation.  The egungil kes hnd the Full support of

the Departmens of Btate sinee ita orgamizetion, without impairneent of 1t8 lnde-

. pandent statva, The council has recently paseed through an unusually actlve

0 ]ir:'irind, havig naﬁutia!.ad sattlaments cn tﬁe defauited bood juwsues of Japan

‘arn, Costa Hica, Itely, Chile, Colombla, in addtlan to tha Federsl Eepuhblic of

Gormany. In thess nagotintions the coureil acted as the spolerman for Ametican

bawdheldere, and recomomended thelr accepinnes of the settlemert mrrengamenta.

fince 1843 the gounoll has Branced iteetl by amall deduitions mads from the

firet gash paymonts Tiads udder s debt pettlement by Boandkalders who claet to

accept gn gifer of settlement negotinted and reoommended by the cguopil.  Tha

smount ia §1.256 per 51,000 bond, Howevar, lo view of the axtanded negotiations

curried oo [n Loados, out-of-pocket expenses gonoecfed with the London Con-

- forenee gre to be paid by the Gerinan Gevernment and German debtor entitisy.:

The emaunt requested insludes trabsportatign expenees, legwel fepa, spd living

exp:anees ineurred in Loodon; no offcers' salaries or ataff salaries or expenses

nsueliy assumed by the counell are to bo reimbursed by the Sevmen debtors.

There 4 ne contlogent fee irvolved as respects any of the debt aprangements

pegotiated by theé aounell, .

© In 1937 A Board of Vieitors waa established, conpiating of the Accreiary of

Blats and the Chairman of the Sacurities and 'Exnl-l.a.nge pmndssion, or their

ropresentatives, to examine periodically the ipternal floansal operatione of the

counsil, It wad apbounesd st that time that the Bogrd arold aerutinize requesta

mzde by tha counell for funds from foreign countriea snd from Americao bood-

tiolder in gonnestion Wwith debt readjustinent plens oegotlated by the council

It waa olao wndarstood thoat tha Buerd of Vieilers would exsioine and consult

from time to time eoncerning other sources of income and el the expenses and

disburaotoents of eha councll. FPurdpant to this arreogemant, the Board of

. ¥igitors bas met =ith the couneil foom titwe fo tirme abd the Depariment of
Btale has been kopt Tully informed of the eouncil’s finaoees.

B. The United Sinfer Commiiles For E’:rmau.ﬂnrpwah Dullar Bands

The Tuited Ftates Crinmittee for German Corporeta Dollar Hoods was ikitially
formed mt the invitation of the Department of Htate to perficipare in the Cerman-
debi-rettlement pegotiations on bebalf of ike hplders of nooguarenteed German
corporate dollsr bonds. It ia & nonproflt, povace, ihdspesdent organizetion
whpoes decisionz and rerommendaticns o bendholders are nat aubject to govern-
mental review or Approval

The sgresitent governing German corporate bonds edopted a2t the London
Lomdference provided $hat the ereditors” ropreashiatived whish partielpeted in the
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Cgpnferenge would undertaks subjegt &0 the approval of thelr respective govern-
ments, to tepressnt the boodholdera oo the negotistion of individust offers of
pattistoent by the German debtors, which offors it would recommend to bond-
holders. :

- Flarsuant fo thin ?rnvisiun the Seerethry of Btate, it A lettor dated September 26,
1952, {ovlted the Dnited Htates Committes for Gerrman Clorporate Dallar Bonds
to continue ta mot on behalf of the holders of German corpocaie dollar bonda.  In
hia letcer, the Secretary poted that provigion had been made far reimbureement
of the sxpersns snd the payroent of reasomabls compuneation to tho corporate
pondholders tepresentatives by the Cerman obligors. The Sacretary axpressed
oo objection 40 3ucl ma Arcangement, bed suggested kal, in order bo protect the
comunittes and the Goveroment frool any posajble charge that the expenses ard
eompentiation Are unresscooble, such eapunses and eomapeneation De reviewed
by the Departiment from time to time.  L'nder thiz arrangement, and in consalba-
tion with the Seeuritics And Exeascege Comnugsicn, the Depariment reviewsd
tha finenoial statement to be rubmitted by the eorrcittes to the spproprists
German aulhorities last Fall for the period Febenary 28 theough July 31, 1852
The Deportinent b corpently reviewdog & furthet finenciel statement coveriog
the period Ffrom Auguaat I, 19582, thorough Fehroaer 24, 1953, There are oo
ArFENZemnents of any kind for feea to he pold on & eonlingent basia,

JIL FINANCIAL ARRANOGEMENTE WORFED OUT INDEFANDENT OF UNITELD 5TATER
AUTEENMWENT RUFERYISION

A. The American Commrtbes for Sandstill Credilors of Germgny

Thia committes in farmed by 13 Ameriegh hanks holding glandstill claima againat
Germany. The rapresentativer on the committes ara officials of the banks wha
BErve on the eommittes withowt campenedtion, exdept lnsafar 83 they are erlered
afficers of their pwn banks. The eommittes hanodles its pwn Anoaocee without
gupervision by the Unitad Staies Government. Ik 1s our laformetion that there
aTe ou eootiogent fees invaolved in its operation,

B. The Americon dwerdholders Commilter

This committee was orghuized bt the guggestion of the Treasury Departrent in
1352, It is comnpoaed of the larger nember of the 175 individesl and corporate
awardholdera all of whom had been notified of the asttlemnent procesdings, and
had been invited to join in selecting ropresentatlon &6 the conferenee. 1'%?:& Ex-
%Lanzca of the commities were guarantsed by a group of the larger awardholders.

"o are [nfarmod that the representatives designated by the somoulites operated
on the bagia of & fixed feo and not & enotingent fee.

‘O Miveellanssus and spmmerefal elaima

Mr. Gordon Michler, Cheirman of the German Commitier of the MNational
Forelgn Trade Couneil, attendad the eonfercnee 1o connestlon with eommmereial
anid tiisoallanenus olgima.  He acted in & peraonal capecity, sccepting thie apsign—
ment &t tha urgent solicilation of the Deparement of State.  He was selected for
this purpose because of his experience and reputation in the field of fareigh trade,
Mr. Miehler did not reecive 8oy eompenastlon from any putgide pourse (apart
fraom his owmn campany] by reason of Lhis eervies.  We are infoermed Lhet Do eon-
tingent, fees of apy dederption weraintvolved jo hia service.

NEGOTIATION OF THE AGREEMENTE

The toprearntatives of 28 creditor countries a5 well 88 representa-
tives of private creditor groups {including thoss mentioned &bove)
convenad in London on February 25, 1952, in an internatinpal con-
ference to deal with the prewsr debts, This conference is describad
in some detail at pree 11, snd following, of the message from the
President of the United Stetes transmitting the peoding agresmenta to

ghc Congress. 1t led to the agreemcnts which are now before the
anatg,
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L DEET AGREEMENT2 WITH FELERAL REPUHLIC OF GERMANY 1]

: Retarionsarr Brtwzen Prewar Private Desms ano PosTwai
. GOVERNHENT ASBISTANCE

The Committes ou-Foreign Relations during its bearings carefully

inquired inio the relationship hatween the settlement of Govarpment

: poatdar dfnitdic asslstance given to Germany by the United States
: and. the prevar private debea: Some concern was evidenced by mem-
bers who-noted that the claims of the Amenican Government for posts
WAr atoboinic fssistabce to Germany had been sritten dowmn Emm
spproximately $3 billion to $1 billion, while the claima of privato
creditors for thetr prowar claims against the German Government had
not heen written down, so far es the principal of the debts. wae comn-
cerned; although thera had bean reductions in interest rates snd ex-
. tengiona of tume over which the debts might ba paid. Moreover, if
: wis noted that the United States had written down ile postwar clalma
: ageinet Germany by about 66 percent while the Unit-&dp Kingdom and
range-had written down their claima by about 25 percent, elthough
the Unitad Kingdom and Francs waived interest &a,yment.a. : '
Since it is likely that over the next decade the Garman eronomy
will be able to aupport only lMioited amounts of [.;a'ﬂi:tants to setvice
external debts, the effact of writing down the tlamm of the Unided
PDtates Government is to make it possible thereby io service the prewar
privata loaus. The thought wes expressed in the commiitas Lthat the
affect of ibis writedown was to make the American t er who

! By
had put up money for postwar econoinic sesistence hﬂ-ﬂgx&ﬁ burden

e oAl R RESTTERES

of paymanta to private Atnericsn ereditors, :
proseqbatives of the executive brapeh of the Governmrent rec-
ognized that this wes the case., They took the position, howevar,
that total claims epainst Germony were cleariy boyond its capacity
to pay, that the Grerman Government should oot ba expected to repay
» substantially larger proportion of ita postwar debts to the United
States then at.!:mri}umpean eountries which hed received American
assistance end which, incidentally, continued to service their debita
to private Americen ereditors, and that reduction in these postwar
laime was in accordence with the prosedures sod standards of the
Econontic Cooperation MAct of 1945, as amended. Moreover, the
oxomutive branch noted thet it would have been impessible to induce
the (erman Government to mpprove any approach to scttlement of
prewar debta unless and until 14 knew the sie of its postwar debt and
was able to determine its capacity io make payments on both thi
prewar and the postwar debt. The agresment relating io postwar
enonothic assistanes siates the policy of the United States “to adjuat"
claims for postwar sssisiance (o ithe Fadersl Republic so thet they
might “ba reduced and placed on & basis generslly simalar 1o thet
actgblishad for the other frec netions of Kuropa.™
The executive hranch further stoted it would oot have obtained a
Toluntary agreomant to make payment on the postwar oblipulions
nnless it hed made it possible for the Germans to work ont an errenge-
ment on its prewar debt, poceptable toits creditors, which would hinve
the offect of restoring ita credit, .
A table showing the retic belween loaps and grants (o other
Eunropesn countries,. g8 contrasted with the settlemient being mads
with Germany for postwar economin ssaistance, follows; i

el

T 1 N T 2
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Tarts IV —Lhited Staber porfiwsr afd [ether than eurnbus properfy) Lo various
Eﬂrapmn dountried, J84G-51

[It ealllon delluers

Lomon oa

Cogntery Annhk mmm“égt
Eﬂxlum-Ln:Emb{}ms._-. ﬁi | ‘.agr
ER. i
Drecany El:lll ad. 1
Thady ... - 1,081 13
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1

. ' Tars oot inclgdo bans of $1.3 BlUon to France sad 83,760 mitllon te the Unlted Kingdoem n:la.lj.e Lo soThF
pastear pericd,

Kine, 1, 1058,

It must be recellsd i this connection that uoless the United States
meakes it powsible for Germany to becuine an equal member of the
international finencial comemunity, able to borrow money, and carry
on pormal finenecial transactions, it iz poasible that continued American
gasistance to GGermany will be required. Although the cemmittes s
reluctant Lo write down the United Stotes clabm for postwar econmmic
aasistance which s secured by & pricrity atatus similar to that held
by the sther occupying powers, it believes that the overnll situstion
requires such action at this thme. Moreover, sz wil be noted n
tabla IV abova, our lreetment of (fermeny is spmewhat lese favorable
than that sceorded other Europesn countrisa receiving postwar aid.

SFECULATION

Since 1941 tredimg n German hoads bas been suepeuded on publie
exchanges and the Securities and Exchenge Commission requested
recopnized dealers not to desl In soch securities. It is likely that
during the 1930, and durmg the peniod when there was no trade
in German honds, some speculators manaped to accuraulate these
bonds at fractions of the amounts they will Le worth i these apree-
mente comws into effect, The committes carefully questioned repre-
sefilatives of the exeoutive branch to learn whether they took proper
precautions to prevent speeulation in these bonds and to nform
members of the public of the negotiations so that they would not
disposs of their haldings at 4 time when they might soon again becotne
mearketable. The committee hearngs show the steps talken by the
executive branch to bring these matters to the attentwon of the
‘Awmerican public. )

Lirpresentatives of the exeoutive depariments snd the various bond-
holder proups who appeared before the commities wers gquesiioned to
determing whether German dollar bonds in delault are widely held i
the United Stales or bave become concenlraied in the hands of & few
large holders. They wers unable to submit definitive evidencs a3 to
such holdings, sinee, aocording to the witnesses, there s no way of
knowing exactly who holds this type of security—ulthough there waa
general agreement that ownerstup s widely spread,

In response to & committes ragucst, the jollowing memorandum wes
submitted whish tends to show thab the bouds are held by a relatively
lergs number of ownera,

F——u— e e
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DMerarevTion oF Gearay Drowian Bowps 1% tes Usiter StaTEs

The beat infermwation Available indicates that there Bre preseotly outstanding
CGarman dolar bonds, Both poveriumstcal sod privace, tolaling H287.2 midlion
ineinding acorued intereat, 1t is not passible ta determine accuratelr the distoi-
bugipn or the size of the individual holdings of tévse boods,  Thure are, howaver
aryaral sourees of informacion on the subject which e couaiderod reliabla a.a:u:i
they clearly indicate that the dollar honds are widety diatribueted throughout
the United Brutes and that the size.of the holdings are relatively amall.

The Scpate Commities on Finance eondueted hearings from December 18,
1931, to February 10, F922. oo the salu of foreigo Londs and securitive in the
United Btate,! Arncording to information beought out st thesa hearings, the
daller issaca of the Dawes a0d Young loand were morketed o the Uhitod States
by about 150 beanks and aver 1MWl securities dealers, The hearings further
diacloscd that of 40 representntive Gornan dullar bend icshes with & par value of
$152 nidllon there were 37 100 sepgrate sales averaging B4, 102 each.

In 1943 the Treasury hﬁp.u.ri-tuuul:. conducted & consus af American-owned
foruign mwseta inoluding dollar bondz.  Thia cangus waz ot complets aud ooly
334 million pur value of Gepvan dollar bonds wers repertcd.®  Thora wera,
however, 25,419 separate reporta filed averaging §3,700).  Of thea= reports,
21,366 were gobmitted oy individuala (or e cotak of 350.6 mullion; 2,575 by catates
and truats far a totwl of $9 milliun; 1,457 by bnajoeas concerna for & total of
217.7 milkion; and 11 br neooprofil crganizolions far a tatal of $45,MH), The
ﬂ.t.lnch‘lied table tetlecta the geographica] distribution of the reparta su9mitted by
indiviinals,

Oo Deenmtber B, 1841, the sseurivies exchenges in the Unlted Stetes, at tha
request of the Seturities ool Exebange Convnissivn, suwspended Jealings n lated
serurities of Germen origion.  Owar-tho-countsr brokers and dealera were Jikewise
requeated to relraln fram effecting tranaactions ln gueh seeurities.  The dusp énrign
continnues and the Sscuritiss and Fachenge Comrnission corciders that it cenbot
withedrivw ita request uoti] mesaures kave heen taken which will ensure that the
loated bonds do oot And 2 market in the Toited 3tates. It iz not believed, thore-
fore, that there has been an{ rtpprer-iah"e change in ewnerzhip of Cerman dollar
; ponda since the outbreak of World War 11
! The Foreign BDondkolders Protective Couoocil in the . spriog of 1952 made &n

andlyuia of over 7000 inquicies {t had received regerding Germnn doflar Dods.
\ ‘Thiz analysia indicatzd ihat the paztaro of individua! hotdings reflected
. in the Trogsury gurvey haa contiousd. '

RO R

Diatribution af Fersmon dollar bonds keld by fndividuals reneried in fhe 1948
Treafuty cindus

1 R [H
Mumter Nimber | Numter
Btacs af Teparts Brats ol razors || Etuts | ot rports
AlohAma oo peene .. . 75 | Masscbuserta. .| it || Bhoda Isend, .. 150
Arlzona . ..o, -, Z | oTichlres. ... 613 |- Graeth Corollch, L. 42
Arkarmma, LE [Loesotd 218 | Bueath Drokxqio | o=
Califorle... I, LG& Il ) |'t'en.-|eas=&e 3l
onngeda | A ismanie 1,158 || T'puna, | I
l."‘mnucl;.inu‘l. 4 Bl bt H2 Tian. . s
Theltwnré. . ........ o Neﬁmau - Js | Yeroua L I BT
Djstrh.t,a. {Tolzmbla. . Lid | Mawg - 8| ¥izrglois .o ....... .. I
Florlds . . ... o | Now Hirr psbla .. Lo ‘-'r'nmln.g:u:.... . zul
Gewgla 14y Tew Jersny, .. . 3,207 || Wazr Wirginza. a
Tduba 1 | Kew Medio! W | ™lspongin. . 18
T|Tiands_ 2377 || Bew Yok E 75 | P wacicg i
fcdiann 1 || Faeen Garciin 4l || Hawall T
- lawu.__. L HNocth Pakor . . 2% 1| Pucrto Rlco [
N 2T || Alwada.. o .. : ]
Ianruaks FL | ler lovatlots. .. ¥ ]

Loulabama.. . _...__ L

MAne. .. ... 1. mB Total. . - 2., 388

Marylemd .. ________ |

| Hesrliga Befors the Committes on Flieno, 17, 5 Senate, T2l Cueog., 15! sean., pelrsunrt ba B, Hes, 19,
aa.]e BT JoTRlET bogds e secuTitnE Ly the Uniltad Btates, pr. 162, YGE, aod F18.
T, . Tressury IMportmert, Congus of Amgreun-Qwood Agects in Forelgn Coontrles, 1947,
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14 DEBT AGREEMENTS WITH FELERAL REPURLIC OF GERMANT

OBJECTION TN FROVISIONS RTLLATING TO REICHEMARRK BOWDRI OF
CONVERRION OFFICE FORE GERMAK TOREIGN REBTS

. The committee heard testimony in objection to paragraph 4 {g) of
section A, aonex I, to the egrecment, on {German external debis which
pravides that “Waichsmark bonds and smip will be converted inlo
deutechemarls 2t the rate of 101" Objection to this aection was
volced by one witness helding bonds orginally paryable in relchsmearks
issued by the Converston Oifiee for German .E}ﬁreign Drebts.  The wit-
ness atated that eonversion of such bonds at the rate of 10:1 discrim-
inated against these claimoents. Heeugeested that these bonds, though
perable m reichemarks, were issned under such circumstmnces ss to
wirrant thelr treatment aa goldmark oblipations impressed with a
gpecific foreign character, and thus that they shonld be peid at the
rate of 1 rewchsinark o 1 deutschemark, and should not suffer deval-
uailon 1 the retio of 10:1, the rate under the currency reform legisla-
tion of 1948 enacted by the allied ovcvpation anthorities.

This subject wos explored at some length 1 the hearings.  The com-
ruittes did not believe, however, that & reservation should be taken on
this point #8 auggested, Thers was no sbowing that the witness zpoke
for any substantial group of Americans whughuld. bon'ds payeble in
reichamerks. Inguiries made in Benn indieated that begligible
guentities of these bonds are held m the United Staces, most of them
heving been issued in Helland, the United Kingdom, Sweden, and
Switzerland, Morevver, even il thers were many Americans holding
such hooda, the committes wes itrpressed by the fact that ther were
pﬂ%'a.ble i reichsmarks sod not m dollars.

- The commitice was kmpressed with the staternent on this maiter
submilted by the Departme:nc of State, which oppears in the hearings,
and partieulardy by the following statement:

With regard to Mr Keofman's noiot relating to the equitiea of the pitnatian it
ittt be remein bered that relehamark boonds of the koenversionskasuwe were pavehle
in German eurrency in Germany and, mmoreover, »ere jasued tu respect to debla

yable ﬂriglm.ll:,- in rejchemarks  Binee prher detsta payabie in reichumarks are

cing eetlled uo a 10-fo-1 Lasis in Lhe debt settlement, oot only is it equitable that
the rrichamark honeds of the konversionakpaer shonld he setrled on the Jame bosis,
but to settle thern on the basis pro d Ty br. Keufmon woald be scsordiog
them an uowarranted preference.  Moreover, the one feature of theas bonds which
distinguishes them from other reichstoark delts, i e, the coovertibility intoe

foreign exchange of mark paymects on the bonods, is maintoiced in the debt
Agreemenlt.

RELATIONBHIF BHETWEEN CONTRAQTUAL AQGREEMENTS AND TEB]L
EETTLEMLENT

It will be recalled thet lest sessioo the Senate gavo its advice and
gongent to the ratification of the so-called "coptrectual sgreements'’
with Germany. (Sec Ex. Hept. No, 16, 32d Cong,, 24 sesa,, espacially
p. 27 1o chapter & of the convention on tho settlement of matters
Arising out of the war and ihe vecupetion {ses Ex. %and R 52d Cong.,
2d pess), Germeny reafflicmed its Lsbilily for the prewar Germeon
debt and pestwar economic assistanca.  While the contractual agree-
mants heve not yet enterad ioto effect (not having been approved

 gither by Germany or France), the pending agreements may enter

into effect immediately upon ratification. At such time us they enter
into force, the powers of the Allied High Commission under the oc-
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cupetinn staktute, respecting cluimg againgt Germany, will be termi-
nated and the (German (fovernment has been so informed.  The effect
of the dsbt agresmants soming into furce will be to fulfill the terms
of chapter & of the above-mentioned contractusl srreetnent.

CONEEQUERNCES OF FAILURE TO RATIFY

If thesn agreements were not to cotne inlo effect, testimony before
the committes indicates BN expeatation ihab considerable chaos might
enzue.  Private creditors would undoubtedly band together in order
to mogotinte settlements irectly with the German Government or
with debuor groups ir Germany,  Some creditors in the United States
I & position to extend tew credit to Cermany would ba in & good
porition to force adventageous vettlements upon their debtors, {Mher
Alnericatl creditors would be virluelly powerless to nepotiate satle-
mente.

During such a period of competition between American creditors
and between Amercan ereditors and these in other countries, German
recovery would undoubledly be retarded while it sought 1o ssteblizh
its credit rating in the interbetionsl financial merket,

ADVANTAGES OF THE AGEEEMENTE

The principal advantage to the Ulnited States Government io tha
conclusion of these prreements will he the assistance they will give to
building a strong German economy.  So long as & heslthy Germany
is of interest to the [Inited States in its desire to prevent conditinns
m Europe giviog rise to Communist thrests, » smmrf Germap economy
18 nacessaly.

The principal advantages »f the agreaments to privata creditors
are yoanifeat, Onee the %Unds bave been valideted, thers will be &
market for them, Evidence before tha cornmit tee, which is raproduced
in the printed heanmes, iIndicates that {Feroan dollar bonds are widely
held in che United Seates and many American pitizens will benafit
when the bonds beecome salable.

CoNoLUaION

Alilough the Commities on Faraign Relations iz not satisfied that
thess &glreamanta establish what might be deseribed as full justice, it
does feel that under the vircumstaness they ropresent the best kind of
settiement which can boe made at this tims in the interssia not only
of the United States as a whole Lt in the interests of thousands of
Amprican citizens who movesled their savings in Germany., IL hopes
that the Senate will give ita advice and consent st an enrly date to tha
ratification of these agresments.

Ever sinng the end of tha war this committes, in s desite Lo
strengthen the forces of democracy in the world, has repestedly
urged thet svery opportunity should be given Germmany to rebuild
its shattered economy and sssame an cqusl plece in the family of
oations, The committes believes that these agreemeats constibote
& significant step toward that goal.
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