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to Bb
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list of such published informatlon as

was found avallable on the subject with

vwhilch it denla.
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‘REPORT ON FOREIGH DEALINGS

IN AMERICAN SECURITIES

INTRODUCTION

Purpoae of Report:

The purpose of thla report 1s to Indilcste
where, how, and to what extent Amerlcan securitlas
ars dealt ln and held in England snd Europe, both by
forelgners and by Americans who use forelgn

facliittiaa,

Scope of Study:

The leading forelgn market for American
securities 1is in Londén, and therefore the atudy on
which this report 1a based was started there. Follow=-
ing leads developéd 1n London, it was extended to

Amsterdam, Zurlch, and Farls, touching also Brussels,

' Lugembourg, snd Basle, Thls study was not directed

toward forselgn stock exchange methods or banking
practlees, and such general lmpressions of methoda
and practices aa are set forth herein are entirely
incidental €£o the purpossea of thls report., They are

Included only for what value they may have In in-

.oreasing the Commisalon's file knowledge of the

conduet of finenciel effairs gabread,
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Throughout this report the words "forelgn®
end "abroed" azre used to refer primerlly te England
and to those BEuwropean countries which st present gceupy
the poaltions of meoat ilmpoprtance 1ln relatlon to loter-
naticnal sacurity dealings - namely, the Netherlands,
Switzerland, end France. 3Slmilerly, "Amerlecan"” is
used to mean of the United States, and "foreign
investments™ 13 ussed to mean long term Investments,
exeluding forelgn funds on deposlt with bankers and
brokers in the Unlted States end forelgn ersadita teo

Admericen lmporters.

Sources:

The principal acurces of information on which
thla report 1s based were made asvallsble through ths
courtesay of Ambassador Jogeph P. Kennedy by 1Introductions
to stock exchange officlals, brokers, bankers, and others
engaged 1n the securities buainesa 1n England and on the
Continent. Specific ferets and figures were obtalned
wherever possible, But the charsascterlstic retlcsnce
of forelgn finsnclal people, together with their
relatlively small use of statlatlca, and the fact that
forelgn atock exchanges do not record volums of salss
made 1t necessary to raly lergsly upon the gathering

and careful sifting of Impresasions to accomplish the
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purpcse of this report. 3Sinc¢e ameong forelgn financlal
pecple this 1is the accepted method of going about such
Inquiries,; 1t was perhaps the more effectlve through
belng better understood. At the back of this report

1a a dlgest of the prinelipel sourc¢es rrom whieh the
facts and imprsssions on which it ls based were gathered,
together with a 113t of such published Informetlon as

wes found avallable.
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PART I

FOREIGH INVASTMENTS

IN AMERICAN SECURITIES

Eerly in the course of this study it became
apparent thet no rellsble flgures are avallable in
England either ms to the gslze of English holdings of
Americen securitlies or az to the velume of tpreding thers-
in on the London Stock Exchmnge, The reason for this 1s
that English banks and broksers sre not given to compiling
auch sztatlatica; nor dosa ths Britlsh Governmsnt or the
London Stock Exchange collect them, As the study pro=-
grezsed, thls sltustlion wams found to exlst also with
reoapect to the Netherlanda, 3witzerland, and France,
pérticularly 3ince In the cass of most Furopean countrisa
one of the main ob jectlvea of pfivate holders of se=-
curitliss is to conceal beoth the location and ldentity
of thelr holdinga, Thus;, s¢ far as available forelgn
eatimates of foreign Investments and deallnga In Amsrican
securities are concerrned, this study early established
the fact that none sxlist, It would of course be
posaible, although extremely difficult; to assemble
up~to-~date datn abroad that would be resacnably rellable
and informative, but such a taak would have required

mech morae tinme and much wider facilltisa than were
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avellable for thse meking of thls report. Therefore, a
aubatitute for non~exlstent foreign data was soughte,
Such a subatltute was found in the form of numerous
impressions systematically collected from informed
gources, and checked agalnat the only of flclal datsa
avallable, nemely, that collsctsed by the United Jtates
Department of Commerce and published in 1837 under the
- heading "Forelign Investments In the United Staetes.”
Theze date are wldely lknown abroad, and_ara conaldered
there to be as reliahle.as auch eatimetes can be under
the circumstences which surreound most forelgn securlty
holddnga, |

To c¢reate a clear pleture of exiatlng forelgn
investments In Amerlcan securities snd of the forsign.
markets that have resulted for them, 1t 1s necessary
firat to outline briefly the background against which

i_;his pleturs must stand.

Backeround:

e

For more than a century and & halfl thias
counbtry has been supplied liberslly wlth forelgn funds,
At frat these funds were eagerly sought, but more
recently they have come without urging and with doubtful
wélcnmea Before the Revolutlon feorelgn lnterest in
Arerica found tanglble expression in investments in

bridges, turnplkes, canals, and merchandising enterprises.
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Az B rasult of the Revolution, Unlted 3tates Government
obligations to the amount of 8,500,000 were edded to
the list, in the form of loans from France smd Spein
and later from private bankers in the Netherlandas and
Switzerland, After the Eevolutlon, Engilsh bankers
became Interested 1n Unlted States bonds snd by the end
of the 18th Century thelr holdings execesded those of eny
other foreign country. Thereafter reilroeds and canals
expanded rapldly with the eld of forelgn capltel until
the depreszsion of 1B37, which caused large smounts of
forelgn caplitel to be withdrawn, As & result ﬁf numerana
bank fellures and defanilts on interest paymesnts in the
succeading four yesrs, the country's oredit abroad

was reduced tv a low ebb. However, well befora the
outbreak of the Civil Wer prosperity had retwned,

and with it came & return flow of foreign cepltal, prin-
cipally directed toward the building of rallways,.

The outaet of this war wes a pericd of great uncertslnty
on the’part of foreign investors. But when it begen

to appéar that the Fesderal Government'!s success wes
agaured, Itz credlt rapldly expanded abroed, s¢ that in
1869 the Covernment eatlmeted thet #1,000,000,000 of its
bonda ware held by forelgners. At the sesme tlme

forelgn holdings of stalse end municlpal bonds were

seb at RlO7,000,000; of rellroad bonda and stocks
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at $243,000,000; eand of othoep sscuritles aend
properties at $65,000,000; or a total of $1,415,000,000,
During the succeeding thirty years industrial snd rail-
way expansion abserbed further substantilal amounts of
foreign capltal until, et the beginning of the year
1899, & contemporary economlst, Hathaniel T. Bacon,
after collecting extensive data within the TUnitsad
States and abroed, estimated total foreign investments
et $3,330,000,000, of which he allocated §2,500,000,000
to England, $240,000,000 to the Netherlands, and
200,000,000 to Germany.

For several years at the turn of the
century American securltles were apparently repetristed
in substantlal guantities, but by the end of the firat
decads, through heavy flotations of railway lssues
and the extenslive development of mines, oil flelds,
and other netursl rescurces, the country had agein sa=-
sumed a heavy debtor position. In 1808 the total
foreipn investment in the United 3tates was estimated
at $6,500,000,000 by S1r George Palsh, a leading
English economlat,who placed Engiand!s holdlings at
$3,500,000,000, Germany's at $§1,000,000,000, and those
of the Hepherlanda at 750,000,000, The large debtor
position Indlcated by these figurss continued until the

Summer of Lvl4 when the total forelgn investiment iLs:
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estimated to have been $6;750,000,000., During the World
wWer there was very heavy liquldation of Amerlcan age
curitles by forelgners, whlch reduced their holdings

to §2,525,000,000 by the end of 1919, Both thesa
flpures are estlmates made by the Broeckings Instltution,
beased on all aeveilabls eatlmeates,

Duping the poat-war periled forelgnera added
steadlly to thelr heldings of Americen securitles,
which by 1929 hed risen to $4,700,000,000. Apparently
the post-war Inflow of foreign capitel reasched a pealk
in 1828 and again 1In 1936. Even in the depresaion
years 1930 threugh 1935 thers eppears to have been no
me jor wlthdrawel of forelgn cepltal, for the United
States Department of Commerce has estimated the totel
forelgn investment at $4,357,000,000 at the end of
1834, Thls totel had risen to $6,108,000,000 by the
end of 1936, Hecenlt estimates indicate that by the end
ef 1937 forelgn holdings had declined to $5,2%0,000,000,
principelly due to the sharp drop Iin sscurlty prices
which tock placs in thils ccountry during that year.
Although no later eatimates have boen made, 1t l1s
velleved in well-infoermed quarters ebroad that, not-
Hithstandins the Interveninyr further decline in
American securlty milces and the universsl feeling of

doubt and uncerteinty ameng forelgners as to the
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Administrationt's policles and intentlons, fthe pre-
vailling trend of forelgn funds is now into, rather than

out of fmericen securlties,

Americals Shift from Debtor to Creditors:

Up to the cutbrsealk of the World War, Amerlcsa
was 8 debtor natlon. The princlpel creditor netlons
(hmerica®s creditors as well) were Grest Britain, the

Netherlandsa, France, and Germeny. Four end a half
years later, as the War ended, Amerilcsan cleims ageinst

forelgners {ezcluding Govermment cleims) were greatly

in excesz of the t otal forelgn investment 1in the

Unlted States, This rapld shift from debtor to
croaditor was due to a heavy repatriation of Americsan
railway ond other securities plus the growing rate of
private inveatmsnt and lending abroad, After the wﬁr
ceme & great sxpenslon of forslgn lending and of
Amerdicen investments 1In foreilgn countrisa, When this
perlod ended in 1929, Ameriea's forelpgn investments
vere almost five times the 1914 total, whereas foreilgn
investments in the Unlted States had Incressed leas
than 25%. A3z a creditor natlion, America is now ex-
ineded enly by Great Eri}:aina Thiroughosut the post-war
£%ricd a atresm of capltel, sprinping from this

cruntry's capacity te produce, has flowed to all parts
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of the world, greatly increesing this ecreditor position.,

0f the resulting investimentz, & relatively small part

ere in Great Britein, the Netherlands, and Frsnce,

The largest investments, both direct end portfolio,

gre ln Cenade, wlth South Amerlece second and Europe

third,

Expressed in flgures, America's shift frem

debtor to ersditor la indicaeted in the fellowing

‘estimates:

Amsricela
End Fersign
of #Investments
1914 $3, 500,000,000
151% 7 000,000,000
129 17,000,000,000
1538 13,300,000,000
1937 11,800,000,000

Forselgn
#Investmanta
In America

$7,200,000,000
4,000, 000,000
8, 900,000,000
7,600, 000,000
7,000,000,000

#Short term as well as
long term investmenta,

Creditor or
Debtor
Foaitlon

$3,700,0600,000
3,000,000,000
8,100,000,000
5,700,000, 000
4, 800,000,000

The latest svellable data on Americe's foreign

Investmenta indicate thet direct investments (those

in American-controlled foreign enterprises) are consid-

arably larger than 1tz portfollc Investments in

fereign securditiesa, lcans, ete.

In the former category

Investmenta in manufecturlng enterprises predominate,

foilowed by minlng, public vtilities end oll,

Fortfolio

Investreents comprise principally forelgn dollar bonda.
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Investments in forelgn sheres are of relatlvely minor
importence. Geographically, at the end of 1937 |
Amsricats long term foreign investments lasy 37% in Letin
America, 33% in Caneda, and £21% in Europe, The reat are
widely scattered. By and lerge, it may be said that
forslgn investments by Americans in the form of American-
sontrolled enterprises cperating abroad have not only
boen consliderably larger but have been very much more
profitable than portfolic investments 1n foreign
securitisa, Flnally, 1in compering Amariga'a Investments
abroad with those ¢f forelgners in the United States,

it is intereating to note that in 1937, asccording to

tha Depertment of Commerce estimetss, intersest and
dividend recelpts on American Inveatments abrosd were
£608,000,000, as compared with correspondlng payments

of $278,000,000 to forelgners on thelr Investments in

the Inited States.

Tvpe of Enterprlse and Securlity:

Forsign investments in American saecuritiles
have on the whole been a changlng group, coverlng
many of ;he verleties of enterprlae thaet arcse In the
countryts devalopment. As has been polnted ocut, the
earliest inveatments were in bridges, turnpikes, canals,
and merchandlsing venturea., Thereafter came the land

™

companiez, ths railweya, snd the mining companies,
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In the peried of rapld growth in foreign Investmentsa
which clogely followed the Civll War, forelign holdings
of railwaj lazues increased more repldly then other
shars interests, a trend which ceontlnued until the
World War. ZLate in the 19th Century the cattle compsanies
reschad their prime, while It the period befors the
War mﬂrtg&gé companies flourished. However, while
forelgn interest in some enterprises continued, in othera
1%t declined; as, for examples, in Americen mining from
which, avén before the War, forelign funds were belng
trenaferred to the development of new flelda. Tp to 1914
fnreign.inveatments in oll;, manufsascturing, and lnaurance
were &1l ineressing., Dwring the Wer the genseral
liguldation by forelgners of their American investe
ments affected holdings in all types of enterprlse,
but particularly railway holdings, which In 1914 con-
stitutsed over two-thirda of the tetel forelgn Investment,
It 1s estimated that forelpgn holdings of common shares
in Americen rallways are now only slightly over half sas
lerge 83 in 1514, while holdings of preferred shares
are leas than half gs large, As an 1llustration of wer-
time llguidation, rail shares made up about three=
quarters of the $411,000,000 of dollar shares moblilifzed
by Englend during the War. As a further result of the

War Germany's interest in the American chemicel industry,
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which in 1914 was virtuslly contreolling,; has been raduced
te a very small pert of the total, Aftsr the War the
Eighteenth Amendmsnt greatly reduced forslgn investments
in bfewariss and dlatilieries,

The gradual accumulatlon of Amerlcan sescurities
by foreigners that has teken plece during the post=war
period has resulted 1n a portfolic in which, &t the end
of 1834, menufsacturing securities predominated., KNext
came public utilities, and third, railways. Although no
dats are avallable for more recent yesrs, 1t 13 thought
that thias dlstribution of the foreign Investment by
industries haa not changed greatly aince 1934,

In additlon to considering the kinds of
enterprise into which forelgn funds have flowed, conside
eratlon must alsc be glven to the types of securlty among
which the foreign Investment is dlvided, Both factors
havalﬁ direct bearing on the z2ize, location, and activity
of foreign markets in Amerlemn securitles, to be
conslicderad in Part II of this report. State and federal
cbligetions end corporate bonds held s predomineting
plece among esrly foreign Anvestments In the Tnlted States.
During the past fifty years, however, the nbligatiahs
of the federal government, the statea and other political
entitles heve bocome incressingly vnimportent in the

foreign portfollo. At present they constituts a
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negligiblé part of the 1list, Before the War bhonds
conatituted over 50% of the totel fareign investment,
Depertment of Commerce estlmates show them to have been
only 11% at the end of 1937, This points to an im-
portant trend in foreign lnvestmenta in recent years,
Bonds have given place t o common atocks, which
conatitubte a mush mere volatlls type of investment. At
tha end of 1837 common stocks conprised approximately
35% of the total forelgn investment. Next came direct
investments 32%, mlacellanecus Investments 14%, and pre-
farred stocks 8%. At the end of 1936 common stocks mede
up 44% of the llst, the decline during 1937 hﬁving Laen
due largely to a somewhat sharper drop in the merket
value of common stocks than In other types of securitieas,
There 1s no doubt that at present the most lmportent
type of foreign investment 1n Americe 1s common atocka.s
Approximetely cne-half of the common atocks

and one-third of the preferred atocks in the foreign
portfolle are shares of manufecturing concerns. The
majority of the bonds and preferred stocks are rallwey
end public utility lssuss. Dirsct Invesitments lie one-
third In manufacturing companies followsd by finance snd
Cransportation. Almost cne-helf of these dirscet in-

veatments in turn are mede up of common stocks,
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Current Trends:

In sddltlon to the drift swey from rallroead
securlties, end eway from bonds toward common atocks,
there has developad more rscently & mlnor ﬁrend away from
preferred stocks toward common stocks and a major trend
away from direct holdings toward nominse hoidings through
banks and brokers, This latter trend has been partic-
ularly notlceable slnce 19534, especinlly on the pert of
France, Swltzerland, and the Netherlanda. 3Ince 1933,
dué preaumablj'to ung table politicsal and eccnomia
conditicns ebroad, there has been a steady {low of foreign
funds inte thls country, spparently lmpelled by a dealre
for securlty of princlipal more than for permanent em-
plogment of capital. Much of thia money has gone into
the securlty marketa, either on a long or short term
investment basla, Another large part has been placed on
deposlt wilth American banks and brokers, the low yleld
on such deposits indieating that the corrent ob jective Ia
aafety rather than profit,

"This movement of foreign funds to the Unlted
States for deposit marks another important pnst-wﬁr trend.
In 1914 suéh short term credlts (foreign money on de-
podlit with American banka and brolkers, and forelgn
credlts exEEndad to American importera) ware sstimated

at $500,000,000, In 1919 they stood st $800,000,000;
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in 1929 at $3,077,000,000; in 1534 at $614,000,000;
and at the end of 1937 at $1,766,000,000. In this con-
necticon it la worth observing that the short term cradita
of Swltzerland ers now the largest of any BEuwropsan
country, followed in order by those of England snd France,
This sheds dlrect llght on Switzerland'a position among
forelgn investors in the Unlted States, as will be noted
below, 1t 1= felt in banking elrcles abroad thst the
prescnce of these short ferm foreign funds 1n the United
3tates need not be disadvantagecous to the American
economy 3¢ long as their transitory nature 1s fully
undergtood and preovided thet they doe not come to be lookad
on a3 part of the country's permanent credit structure and
thna gallowed to furnish a basals for credlt expansion, in
which event thelr sudden withdrawal might be disturblng.
Ganaiderahie 1light 1s shed on current trends
in foreign 1nve5nmentslin the United States by Treasury
Department atatlatica of capltal Investments baaed on
reports from banking institutions and security dealers,
Theae flguresa show that between 1934 and the snd of March
1938 England accounted for 38% of the net forelgn
purchages of American securities, Switzerland for 24%, the
Hat@érlanda for 17%, and France for 6%. Thus, although
The "Netherlands rank ahead of 3wiltzerlend in heldlngs of

-

American securlties, the Swisa have apparsently bougnt
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more than the Dutch since 1934, which corresctly reflects
the growing interest in American sacurities on t he part
of Switzerland. In thls conmectlon, 1t 13 important

to note that the reported origin ﬁf-fcraign security
transectlions dees not neceszsarily reveal thelir trus
national origin or the real beneficinl interaat therein,
Thia 13 perticulerly true of Switzerland, long =2 haven
for funds seeking refuge [rom pollitical and economlc

di sturbances. Treagsury Department statiatics furthar
show that after steadily flowing into the United States
durlng the yeara 1935 and 1958, and 1lessz strongly in 1937,
short term banking funds flowed ouk in substantial

volume in the first guarter of 1938, and that the outflow
of Swiss funds was largest, indicating the velatility

of réfuge money., 1In general, hanicing funds ﬁare flowing
out of the country from QOctober 1837 through March 1938
(th&flaat date on which data fa availeble), whereas
forelgn security transactlons show net purchases through=-
out ﬁractically the entire period since 1934, although
the volume of transactions dacraaaéd very drasticelly
during the last two monthzs of 13937 end the flirat three

montha of 1938,

Relative 3iza of Forelgn Inveatmenta:

Thus fer thls repcort has dealt principally

with foreign investmenta as a whole, Before conaidering
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ths various forelgn markets for Amerlcen securities
that havs developed in Euwrope as s reault of Europe's in-
veatment in the United Statea, 1t will be helpful to
conalder the relative slze of the holdlngs eof the princlpsl
Eurcpean lnvestors, namely, England, the Netherlends,
Swltzerlend, and France. Firat, 1t should be obsarved
that since 1814 two notablechanges have taken plece in
the relative pozitions of Americelas foreign investors.
Before fhe War Germsny was the second largest creditor
of the United Statés, During.the War practicﬁlly ali-the
Germen lnvestments in the United Stateas wers loast or
llguidated; and Germany's post-war borrowlng has bsen on
a large scsle.. The result 1s thet the country ls now
numbered among the principal International debtoras, and
1s the only one of Americal's pre-war creditors who ia
now ler debtor on privete account. At present, German
Investments in the United States are at a very low level,
and German security markets have enbirely leat their
Intermatlonal signifilcance,

The sacond change hes to do with Canada
which has recently bacome America's second largest Fforeign
inveator, whersas In 1914 Canada stocd f1fth on the list.
Canadian inveéstments In the United States were the only
ones that inersased during the War. 4t the end of 1936

chey stood at §$1,408,000,000, according to sstimatas
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based on Department of Commerce data, Howsever, since

Canadian investments are outslde the scope of this report,

which covers only England and those Europsan countriles

of importance 1n intermational security dealings, no

further conslderation will be given to Cenadian invest-

ments other than to liat them for purposea of comparison,
The following estimates show the relative

slze of long term forelgn inveatments in Amerlcan

securitiss on algnificant dates sincs 19814, in milibbns

of dollara:

1314 1919 1929 1834 15836

England 4,045 1,480 1,560 1,287 1,711
Germany 905 S - - -

. Canada 260 295 938 1,007 1,408
Hetherlands 805 J85 450 Y13 1,002
Switzerland # * 200 348 S04

. France 380 120 400 226 544

Others 545 235 1,153 766 1,138
Total 6,750 2,585 4,700 4,55 6,108

#Included in "Othera"
Although no breakdown by countries 1s availlable

of the most recent Department of Commerce sstimate of

f§5,2?0,0D09000 long term forelgn holdlngs at the end of

1837, it 1a thought that the relative positiona of the

countrles listed esbove have not changed grestly sincs
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the end of 1836, For many reasons these estluates
cannnt be looked on &3 more than wide approximations. And
gs pointed out above, they do not necessarily dlsclosse
the true natleonal origin or bensficlal ownership of the
investments in gquestlon. However, they are believedto
be the only estimates mvallable, elther hefe or abroad,
and among forelgn financlal people they are considersd
to be as ¢loae to the fects as clroumstances will permit.
With these llmitatleons 1n mind, it will be observed
that England’s present linldings of American securities
Brs less thaa half of what théy were before the World War,
an impression that generally prevalls in London finan-
cilal ‘édireles. S2inece the War Canada's inveatment 1n.th&
United States has inereessd five-fold, 8 grsater increanss
thien theat of any other forelgn country. In the same
periad the Dutch Investment has almost tripled, and the
Swlss lnvestment has alsg increaded substentlally, but
the French lnvestment has decllnesd. However, the con-
senaus of opinion abroad 1s thet the greater part of the
.Fr5n¢h investment 1s in the namea of Swiss and Dutch
banks, or of American bank nominees.

In comnection with the relative slze of
foreign holdings, differences in the types of securities
neld by sach couniry ers worth noting, The latest avail-

able deta on this subject is as of the end of 1934, It is
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thought that nc great changes heve taken place since

then and that such shilfts as hove teken placs have bseen
principally towerd common stocks. At the end of 1934
Department of Commerce estimates show that Canads holds
more Amerlcen common Stocks than any other country.

They alsc show that over half of England's Amerlcan
inveastment was 1in the form of dlrsct holdings, with common
stock holdings smounting to 18% end preferred to 10%.

Evan so, England held more preferred stocks than any other
cowuntry, from which 1t 13 obvious that preferred stocks
occupled m relstively minor place in the forelgn port-
folio. Direet invsestments made up 31% of the Dutch
holdings, while 2%% was in bonds and 18% 1in common =tocks.,
The bond holdinga of the Netherlands were greater than
thoae of any other country. In Switzerland common stocks
‘ware the princlpal medium of Amerlcen investment, com-
prising 29% of the total, while direct inveatmenta
aceounted for 26% end bonds for 18%. The French invest-
ment was 36% in commen stocks and 22% in bonds,

Desplte the substantial size of the forelgn
holdings of Amerlcan securitles indicated by the above
figures, 1t 1s estimeted that at the end of 18937 only
4.68% of the outstanding cowmmon stocks of such large
corpnfaticns as had foreign-owned atock was owned by

foreigners and by non-resident Americans combined,
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whnile for the smeller companles repertlng forelgn-ownsad
stoek the flgure was something like 1/2 of one percent.
A3 has been pointed out, common stopcks are the largest

aingle factor 1n the forelgn Investment,

PART II

FORFIGH MARKETS

FOR AMERICAN SECURITIES

The urpose of thls report, 1in so far aa it
relates to {orelgn markets for Amerlcan securitles,
14 to 1ndleate the locatlon, slze, and activity of the
principal merkets for Amerlcan securltles in England mnd
on the Continent. The development of thead marksts
¢loaely perallela the growth of forelign 1nterest in
American securities traced above. It hes bean directly
influsnced a3 well by the relative size of forelgn hold-
lngs, by the type of gecurlty held, and by the relative
pollticel and econcmie importance and stabllity of the
countries invelved., Thus, the countrlez whose seconomle
posltion permitted them to sesk lnveatments abroad when
the United States was bacoming a nation are the ones
whose Ameriéan investments ars now of gremtest im-
portance, with the exceptlon of CGermeny and with the

addltion of Canada. From these long stendlng American
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investmenta have sprung merkets for them abhrosd which
bear much the same relmtlon to sach other in aize and
Importance as do the investmenta Irem which they have
aprung, modifled by the aforeasld factors of political
end cconomic atabillty. The London Stock Exchenge not

only serves England, but reccives much businesa from the

- Continent as well, snd i3 the largest and most import=-

ant market for American securltles outslde of ths United
States. On the Continent the moat important market for
Americen securltlesz 1g the Amsterdam 3tock Exchange,

The second largest Continentel mevket for American se-

curities is the Zurich Stock Exchange, the principal

securlty market of Switzerlend. The Parls Stock Exchange
1s an lndependently run government monopoly, and lacks
significance sither as an internatlonal merket or as =z
werTket for American securitiéa, whlle the Beriin Stock
Exchange, slong with tha reat of the German economy, 1a
50 conmpletely under governmesnt control anﬁ regulation
thet 1t deea not fall within the acope of thia raport,
Thua, the stock exchengos of London and Amaterdam

have emerged as the principal Euroepean securlty merkets,

and with the addltlion of the Zurieh exchange are the

"ringipel) European marksets for Amerlcan securities

ma well.,
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S4gnificant Fesgturea:

Before consldering thesa markets indlvidually,
there atre cerbtain dlstingulshing cherscteristica that
apply to them aa a group. Wlth the szeeptlon of
London, they are all under varying deagrees of governmsnt
‘control. Term settlementsa, whersby accounts are
settled fortnlghtly or in scme casea monthly, are avall-
able in Bll of them, althowgh Iin Amsterdam and Zurich
cash mettlementa generelly prevall. Llating requlrements
are dlcétated . princlpally by nationel incorporation laws,
and are not as strict as the reaquirements of the New
York 3tock Exchange. Banks play & much more importent
part in security deslings In England and on the
Centinent than 1n the United 3tatss, snd in London and
Paris receive & split of brokerage commissions on
business wilch they orlglnete, Branch banking ias much
more widespread and branch brokerage offleces much less:
wldespread abrocad than in Americae. Optlon deslings
ars generel and accepted practice on forelgn stock
gxchangss, Finally, foreign merksts Go not record volume
of saiea, end the use of ticker azystems and othsr
mechanical devieces for guoting prices, spreading informa-
%iﬂn, and transacting business 13 not nearly so widespread
.n England snd on the Continent asa in the Unlted States,

nar 13 the general tempo of these marksts so fast or
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the public Interest In securlty trading so wide,
Theaa generglizationa should be borne in mind In con-

sidering the four exchanges Indlviduslly.

London

Although the Britlah have been the principal
creditors of the Unlted Statea for the psst century,
the Londen 3tock Exchange had alroady bean 1n existencs
more then a century bhefore the Flrat dmericen se-
curitles were introduwsed and dealt in there. The growth
of dealinésin American sacuriﬁies in London has closely
paralleled the growth of the Briltish investment in the
United States. In Londen 1t is seld that before the
World War this Investwent was mors than twlce as large
g3 &t present, and as a result dealings in American
éacurities were very much lsasrger then than now. ;ﬁlsup
there 1s saild t o have been much more speculatlion in
them in those days than at preaent. Puring the War =
lerge part of the Briltish holdlngs were llguldsted. Thus
much of the floating supply that served the London
market dlsappesrsad, and not untll 1925 was an Important
market for Awerican gecurities re-gstablished thers.
Since IEEé this market has been expanding, slowly at
first but more rapidly in the past several years, salthough

1t 15 thought in London thet 1t 1s unlilkely ever to
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regein its pre-war slze so long aa tos Unlted States
remaing & creditor nation, and ithe Hew York market
retains 1ts fresdom and llquidity. New Tork 13
unguestionably the primary market for Amerlcan ag-
curitles 1n generel. But so long as there iz 1in

effect a world market for Amerlcan securities, 1t followa
that London's propertlon wlll be lerpe. To estlmate

how large thls preoportion 1ls at present requires a brief
conglderation of the charscterlsztlcs that distingulsh

the London maritet today, ' '

Porhaps the principal distinguishing
characteristica of the London Stock Exchange are 1ts
liguidity and the unrestricted end vast internatisonal
scope of its trading. In additlon to belng a clesring
house for a1l the British provineclal exchanges, it 1s the
only stock exchange open when nll other lmportent world
excheanges are open. Moreover, London 1s the world center
for monetary exchange operations ang international bank-
ing., This uniguely International guality has in time
gilven rise to ancther distingulahing feature, the Jobber
gystem. Only with thls system, in which some 1500 jobbers
specialize In various securities, could a market be pro-
vidad for the 7000 lsgues listed on the London exchange,
and for the even greater number of unlisted securltles

that are admitted to trading. Other indlvidual features
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of the London exchangs, 8ll as mors fully deacrlbed 1n a
separate report on that subject dated June 24th, 1938,
ars fortnlghtly settlements, eleatle margln reguirsments,
the fact that 1t serves a public generally more in-
terested 1n investment than in speculation, the fact
that 1t L5 entirely self-regulating, and the absence of
any record of the volume of #alea, This latter featurs
i3 of greet importance to this report, for 1t msans
that no record 1s kept of the slze of trading in Amerlcan
gecuritles, nor las it at all likely that the London
Stock Exchangs would lend assistance in collecting such
deta from 3ts members., Thus estimetes must be relied
upen, wiich under existing circumstances can be nothing
morse than informed guesses, |

These esatlmetes Alffer a0 widely that it is
glmost impossible to reconclle them. Howsver, there ila
reason to believe thet a mean of them represents the
consen;us of exparlenced London opinion. PFirst, 1€ is
unguestionably true that for Amerlean securities in
genereal themarket in London fluctuatsa wldely both 1in
size end actlivity. These fluctuations aere principally
due to waves of intereat in Amerlican securities originat-
ing 1n Englend or on the Continent or from the activity
of the New York market. Thils lnterest la fostere@ by thé

fact that, becasuae of double taxation and the forelgn
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publicTa attitude toward American securltles; a strong
motive behlnd many London deallngs in them i3 price ap-
preciation rather than income, an attitude not generally
malntained toward established British apnd Europaan
segourities, In other worda, American equitles are hought
extenslvely In London both by the Eritlsh and other
forelgners for speculatlion ae well sa for inveatment,
Thus, when the vlew galns ground among the trading
element in London that "Amsricans are right to have” an
activa_market quickly develops in a number of favorlte
shares, ©On the other hand, in ¢imes of sharply falling
Hew York prices, a blgger market may develop in London
than in Wew York 1ln ¢ertaln asscurlties, dus t¢ the fact
that at such times the lerge professlonal Investors; both
British and Continental, such a3 the inveatment trusts,
insurence companies, and other bilg bargseln hunters,

3t;p In and take large hlocks of American securitiles

off the market., On the everage as much as 20% of the port-
folie of British investment trusta may be Amerlcan
securltles, wh;le such investments may meke up 10% of

inawrance caompany holdings.

The important polnt is that,din the ¢pinien of
Londen auntherditles, with the exceptlon of a very few
Beﬁﬁrities such activity is entlrely cccasional, They
consider that over any considerable perioed of time, the

gain market for slmost all American seeurdtlea 1z in
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Hew York, snd dealings there exert a fundamental control
over the London price, They belleve, however, that at
times, and for comparetlvely brief pericds, a market coes
exlst 1n Londorn In such Amerlcan shares as General MNotors,
U.3.53teel, Chryaler, New York Central, end Anaconda, which
both In size snd In freedom of desling exceeds that pre=-
veiling in New York, while 1In the Canadisn stocks
Inteinational Nickel and Canedlan Pscifie there is
usually a more active market in London than in ¥ew York.
The year 1936 gnd the first few months of 1937 are cited
a8 examples of this type of setivity, whereas in the
succeeding period up untlil June of thia year it could
almost be 3ald that no merket of any importance existed
in Lenden for American securltlies, at least until
after 3 P.Iil. Londen timse, when the New York market opens,
The jobber system mentioned above plays an
lmportant part in determining the silze of this

occasional activlty, Normelly there are no more than

half a dozen reslly bilg jobbers 1n American securitiles

and an egual number of ective arbltrege firma, But In
timea of occasional incressed =metivity a number of

dealers may "make a book" temporarily in American secur-

scope of trading. In addition there zre a large number

' 5f outaide flrms who do not beleng to the London Stoek
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Fxchenge, but whose deallngs at Limes contrlbute  aub-

stentially to the toteal turnover of Amerlcan securitles

In London.

Extent of London Dealings

Irn Amerlcen sSecurlitiea:

With &ll these Tactors 1n mind, the mean of
the most relisble and experienced eatimetens obteined
153 that thes London turnoever of Amerlcan shares varies
between 20,000 shares a day in times of axirems in-
activity up to 500,000 sheres -a day in the occaslonal
periods of great sctlvity. Some estimatea plece the
latter flgure at 500,000 shares; but such & flgure 1s
generally regarded as entlirely too high for markets that
have exlated sinces thse War,

The totsl number of Amsrican lasues dealt in
1z not mrscorded in London, and morsgver any =ecurity
dealt En on sny recognlzed soxchange may be deslt in wn-
officielly on the London exchange., Thua, it 1s virtuelly
impossible to arrive at a useful estimete, but Iin the
Feli of 1936 London financiel papers were guoting Wall
Street closing pricea of as meny as 300 stoclta gnd 50
bonda, indicating that thé British publlic wes actively
interested 1n something like that number. However, 1t 1s
eonsidered doubtful t hat the number of l1lssues custom-

arily dealt In often greatly exceeds B0 to 100, altnough
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due to the size of tha British investment 1n American

ascurities, the floatlng supply of Amerdcan securities

svallable for trading in London 13 certainly substantlal,

Amsterdsam

Next to London, the Amsterdam Stock Exchangs ia
the center of Europeen trading 1n Amerlcan securities.
The Investment interest of the Netherlands in the
growth end development of Americe antadﬁtes the Amerilcan
Revolution, but the Amaterdam 3tock Exchange wasz formed
glmest 200 years earller, in the 18th Century. It was-
the firat ﬁuropean stock exchange of international
glgnificance, and wea London's predecessor as the wcfld‘ﬂ
greatest exchange, When the North Sea ports became
active in trade with the New World and through new trade
routes with the BEast, Dutch Industries were stimulated,
merchants prospered, and surplus wealth was accumulated.
which pleced the Netherlandsa in a position to loan money
et home snd abread. Wars were financed, explorations
of new territorles were backed, and treading and colonizing
companies were formed., IEnglend was one of the flrst
borrowers from Duich bankers who, to a largs extent,
financed the eatablishment of the Bank of England In 16594.
In 1700 the Dutch were credlitors to most of the
countries of Eurcope, but at the eénd of that century

Japoleon's geecupation of the country culmineted the
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dacline of Duteh commerclal and finanelsl preatliga.
Sinee the esrly 19th Century there hes heen a slow but
stoady inecrease in Duteh holdlngs of forelgn securities,
meny of them of Amerlecan Industrials and rallroeds. In
1890 it wes estimeted that one-third of the foreign
holdings of the Netheriands was of Americen securities,
and this ratie 1s not thought to have changed by 1914,
which would place the fotel Dutch foreign investment at
something lilke $#1,800,000,000 in that yeer. During the
Wer the Dumtch investment I1n American securltiez was re-
guced somewhet by llquidetion and lossea, but slnce 1819
it has expanded very greatly, as has been shown above,
g0 that ot the end of 1936 1t is estimated to have stocod
at $1,002,000,000.

In addition to the direct bearing that the de-
velopment of this large Investment In Amerlcan
securlties has had on the slze and lmportance of the
Hméterdam.market for American securities, the Dutch temper-
gment and attitude toward szecurltlies has had an Importent
infiuence in forming that market. 1In the maln; the Dutch
are a nation of smell savers; holdlng thelr forelgn
seéuritIEE widely diatributed end in amall lots. Their
principal wealth comes from their colonles and from fin-
ancing, trading, ilssuing, erbitrage, end forelign exchangs.

In f'oreign securitles dealings they are primarily shrewd
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speculators, using thelr home securliles principslly
for investment, They characterlstlcally seek low priced
securities I1n pericds when beargsins prevall, and their
preference in foreign securltles 13 for é hlgh return
and for appreclation rather than for safety, depsnding
for the latter on the wide diversificatlon of thsir
holdings. In additlon, the Duteh are active and expert
arbitrageurs, and thelr arbifrage dealings in American
securltles are exceeded only by the Britlsh. In London
1t 1= sald thet the Dutch maintaln the largast apeﬁulam
tive interest in American securitles that exists outside
of tﬁa United States, and that Amstserdam bankers ad=
mittedly make B practice of sstiling aside e certain
portlon of thelir resources for desling in American ae=
gurltiea, Nevertheless, Dutech holdings of Amefic&n bonds
are éstimated to exceed the holdlngs of any other forelgn
country.

In edditlon to the dealings of the Dutch,
much business reaches the Amsterdam market from cutside
sourcéa, principally from France, switzerland, and
Belgium. This outslde business 1z sald to make uUp as much
a3 50% of the total security business itransscted 1n
Amsterdam. Even so, the Amsaterdam moarket for American
sscurities 13 very narrow compared with the markets of

London end New York, and most Blg Luteh businesa In
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Amerlicen securlties goes to those markets, London having
the advantsgs over New York of belng open when the
Amaterdam merkst is open. London zalap offers the adven-
tage over Amsterdam of lower costa and generslly more
libveral ecredit terms,

From this environment the stock exchange in
Amsterdam has derlved individual charscteristics which
bear directly on the volume of Amerlesn securities traded
theraon. In the flrst plece, eltaough thecretically
under government contrel, the Amsterdam exchange actuslly
practices aelf=-regulatlion. It iz run by a boaerd of 15
dlrectora, and 1s in fact an sssccimtion of bankers,
merchants, and brokers. The bankers play a leading role,
since practlically all of them are members of the ex-
change., The bulk of securitles dealt in are bearer; and
thus term settlements ars unnecessary, zettlement on the
day fellewing the transection belng the rule, This
prefersncs for bDearer certificates together with dif-
fleulties erlsing from Inheritance laws, mnd g de=ire to

concentrete voting power in well-informed hands haa resulted

in the growth of a system of Administration offices, of

which there ars now somethlng over 70. These offices have
hean ofganizad by Duten private banking houses te pur-
chase slzemble blocks of fpreign rogistered securitles,

principally American and British, znd to have them
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trapsferred to thelr names and shipped to them 1n
Aamsterdam for safekeaping. Beerer certificates for 10
shares sach are lssued sagainst securitlea ag hald, are
llisted on ths Amaterdam Stoclk Exchange;, and to them are
atteched coupons for claiming dlvidends when and Iif
declared on the securitles represented,; which meanwhile
atand In the names of the Adminlatratlon offices, and
are voted by them. For thelr services the Administration
of flcea recelve =lzenable fees, which has mede them a
profiteble sideline of Dubkch private.bankingo Partly for
this reascn, the bankers seek to expand this businssas
from time to time by Introducing new Americen lssues to the
hmaterﬁam exchanze in bearer ceptlificate form. If well
received by the Duten publle, more shares are imported,
whils 1f not, the lfssue 1s bought wp and withdrawn
and the bearer certificate retired.

In general organization, the Amsterdam market
1l more like New York thnan London. There are some
800 brokers but no jobbers. Soms of these brokers act
ag speclallista, Generally speskling, Amsterdam brokers
do not take mueh of & peoaition for thelr ovn account,
As in London, mll 'the members of a firm must be menbers
ol the exchﬁﬂgeq Gorporatlions and their Airectors ars
admitted ta}:&mbership, along with banka. Offlcimlly,

the ﬂmater{-n exchange 18 open from 1,30 to 2,45, but
g
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dealings start woelfficlally ahovt 10,30 A M. and

carry on to 4.00 or 5,00 P.M. There ls no over-the=-
counter market and no dealings in any security unisesa

it 1s liasted, but any bank or brokser can ask for g list-
ing and, unless the company objsctas, the listing 1s
usually permlitted, Americen sheres &res more sexpansive
to deal in than Dutch shares, and dealings in them on

the Amaterdam esxchangs are more expenalve than in

elther London or New York. Short aelling 1s sald not to
be preacticed to eny great sxtent on the Amsterdam
exchangs, ﬁut it should not be inferred thazt the Dutch
are averse to taking a short positicon an other exchanges,
Howadays most of the Dutch deslings in American se-~
curities are a3ald to be In stocks, although ag pointed
out above, Dutch holdlngs of American bhonds are estimated
to We greater than those of any other foreign country,

Extent of Amaterdam Dealings
in Amerlcan Sscurities:

A8 to the extent of demnlings in American ae-
curlties on ths Amsterdam exchange, 3since there 1s a
tlcker but no recording of the volume of aales, 1t 1is

agalin necessary to vely on estlmetes by experlenced

. mkers and brokers. These sstimates, while scmewhat

nearer agreement than those of the szlze of London

derlings in American securitles, offer no wanimity of



Bress

pt Division; Library of Con

1 Reproduced from the Collections of the Manuscri

-7 =

oplnicon. The meen of thess eatlmates Is that on days
of great sctivity, which usually reflect similar ec-
tivity in WNew York or Londcn, the turnover of American
stocks Iin Amsterdem may reach 225,000 shares, msde up
in large part of dealinga in such leaders as U.3.3teel,
Shell Unlon 0il, Ansconds; and Citles Service. On
such a day 1t is said that deelings in American shares
will exceed those in Dutch sheres;, s statement borne
out by the Tact that slilghtly less than ons-half the
floor arsa of the Amaterdam exahaﬁge is habituaily
glven over to dealinga 1un Amerlean securities, Even so,
the total volume of Dutch dealings in American secur-
ltles greatly exceeds the volume deait In on the
Amsterdam exchange, for much of Lt goes to London sand
aome Ef it goes directly to New Yorik. Dutech speculn-
tive dealings in Amerlcen securities are not thought
to bs ms large now as before the World War. But at
present Duteh ecapital is very abundant end mostly
ildle, and 88 & result it 1= turning more and more toward
tlelUnited States and Canada in ssarch both of profit-
able employment and of safety from political
dia turbanca; z

.__ﬁt the mreaent w™Wme there are aomethlng like
280 American stcﬂka and 115 American bondas listed on

the Amster.am exchangs, and sincs there is no over-the-
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coﬁnter market and only llated ascurltiea can be deslt
in, thls number presumably represents the maximum.

That there 1s a lively and wide public Interessat 1In theass
and other Amerlcan sscurdtiecs 1a evldenced by the fect
that the New York closlng prices gf mwat of ths sctlve
New ¥York atocks ars broadcast aach nlgit on the Dutch

radic, A stateament showing the total numbar of gmericsan

ghares reglstered in the names of the Dutch Adminlatration

offices would shed consfidersble light on the sizeg of
the floatlng supply of American sscurities that servas

the Amsterdam market and conatltutsa the bulk of the

American holdingsa of amall Duteh investors. Such a state-

ment has been recently prepared [for the use of the
Commercial Counselor of the Hetherlands Legation in
Washington, and 1t would doubtlesa be made available to

the Commlsslon if officiaelly requested.

Zurich

To readlly underatend the positlion of the
Swisa in relatlon to interngtion&l security daalingé, it
iz helpful t o consider briefly their political and
economlie altuation end some of thelr matlional character-
istilus. Switzerland 1= the oldeat worklng democracy,
having sicod wunilted for some YOO yesars, Although
three=fourths of its population speak German and are

Germon racinlly, and although Switzerlsnd is a natlon of
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intense patriotiasm, 1t entirely lacks the agraasive
patlonelism that practically surrcunds 1t. The keynote

of 1ts patrictlam I3 defense, the SWiss apparently hmving
believaed for gencratlions that it is not agreasion that
mekes prosperity, but coopsratlion within and without,
Following this bellief they have virtually made a work-
shop of thelr entire country, accenting technlcal =kill
and wsing quallity as & wenpon zgalnat the guantity
production af their neighbors, Having to import three-
fourths of thelr food becauss of the charaéter of thelr
land, they have besn faced for years wlth unfavoerable
trade balances, a altustlion that could eonly be met by acher
hard work and by saving, which have becoms atreong natlon-
al fralts. Thus the per caplta weslth of Switzerland

1a very high, and with a popuwlation of 4,000,300 there

are pver 2,800,000 savings bank accounts in ths country.
In additlen, the 3wlas bheld more lnsurance per caplta
than any other netion. The standard of llving 1s un-
uguelly high, with little abject poverty, and conversely,
wlth few really wealthy men. The higher bracket Incoms
taxes and 1nheritence taxes are lower than in the Unlted
States, The Swlss fovermment reflects the characterlatics
of itas people, They diatrust the concentratlon of power
in the hands of one man, and thua tha executive power

is veated in & commlssion of seven, of which thelr
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Fresident 13 a mamher,.ranking egqually with the other
3lzx. The psople govern themselves by initiative and by
rofarendum, wilth a atrong tendency toward decentrallzsa-
tion end the entrusting of larzs powers to the atates.
The executlve branch is subcrdinated to the leglalativa,
and the work of the government Iz lergely carried on

by permanent officials who do not change with changlng

poministrations,

Due to this politieal and seconomic situation,
and to the charsecter of 1ts people, 3Switzerland has besn
recognized for many yesrs as a refuge for forelgn
capltal in flight from unfavorable economic conditlons
at home, from soclal legilslatlon, excessive texation, and
politicel dlsturbences, As the largest and most active
of the seven 3wlass stock exchenges, the Zurich exchangs
owes much of 1ts growth to thls fact, It has long been
the policy of the Swlss Government to keep Switzerland
a 3afe haven for such capital, just as hes also been
the policy of the Britilsh Government with raapect to
Lonéon 83 & finapcial center, and of the Dutch with re-
spect to Amsterdam. In esch case, the result has been
" most benefielal to the various financlal instlitutions
involved. A basic principle of thiz polley is thet
banka and brokers in these countrles are protectead by

law from disclosing either the ldentity of their cuwatomers
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or anj information whatacever as to thelr heldings or
tranasctiona. In this respect Sywlaa laws are partic=-
ulaprly stringent; making bankera llable for damages
sustained by their clients In fthe event of such 4ls-
closures.

The result of harboring forelgn funds under
bank secrecy hes been to place in the names of Swlss
banks and their nominees in New York, London, and
Amsterdam & portfollo of domestle and foreign invest-

ments the alze of which 18 cut of all proportion to the

- Reproduced from the Collections of the Mapuscript Division, Libra

Invesatment capeclty of the 3wiss psople. To the cutsider
thls mskes the disentangling of what is really owned by
the 3wiss from that which 18 owned by other nationelitles
in Swiss namss en Impossibls tesk, and due to nominse
holdings it ia net even posslble o eatlmmte accurstely
the total holdings invelved, The total of Swlss hold=-
ings of American securlties was estimated by Bacon at
$75,000,000 in 1893, =lthough it prohably considerably
exceadsd :that flgure both then end at varlous times
during the earlier growth of the United Stetes. Mozt
carly Fatimates did not ettempt to segregate the Swias
holdinéa from those of other Ewropean countries,
indilcating both the difficulty Involved andthe fact

that the early Swlss holdings appsreantly cccupised a

posltion fairly far down the 1ist in point of aize,
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However, it appears that the SWiass were one of the few
nationa who were 1ln a position to add to thelr holdings
during the World Wer, and fron such current figures
as ere agveilable, thelr holdings heave incresased sharply
in the past several years, although bankers in Zurlch
say thet of the estimated Swlss holdings at tha end of
1936, set forth above, less than nalf are sctuslly for
Swlas account. The principal trends in Swlas inveat-
ments in Amerlcen securliles during the past several
years have been toward common stocks, nomines holdinga,
short term c¢reditas and bank deposits, the latter being
to some extent accumulated divildends and interest from
ﬁﬁsriuan Inveztments,

As regardas the location, size, mdactivity
of the Swlss markets for American securities, they
hﬁve been Influenced to & less degree by the szlze and
typs of the Swiss Investment in the Unlted States
than have other European markets for Amerlcen securities,
THis 1la thought to be due larpely to the cosmopolitan
character of the c¢llentele of the éwiss banks, which
has caused them to extend thneir operations to the world's
finencial centsrs and to buy foreign securitiez in
centers where the Liggest markets and the closest
priceé prevall, Of the Swisa exchanges, the Zurich

Stock Bxchange i3 unquestionably the most important,
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The merket for American seguritles there la geld to be
larger than that of Geneve and Basle combinsd, Even 30,
it can hardly be conaldered a market of much conw-
sequence for Amerlcen securltles, since until July 11,
1938 only Baltimore and Ohlo and FPennsylvanls Hellreoad
stocks were desalt In on 1t, On that date Standerd

011 of New Jersey, Genaerel Electric, Montgomery Ward,
International Nickel, snd Kennecott were listed, belng
added as well 1in Basle and in fieneva, These recent
listings indlcate that the 3wiss market for American
securitiss is growing. The fact 1a thet it is being care-
fully expended by the twe princlpal banks of Swltzerland,
the Swisa Banking Corporaticon and the Credlt Sulsae,
These two powerful benks, which have apme 5G,000 Ilnvest-
ment gccounts each, and which with the other banks of
Zurich completelyIGOntral its stock market, ars the
sponsora for the five new Amerlcsn atocks. They import
these atocks 1n their nameé, in units of one, ten, and
twenty-five sheres, and put them on the Zurlch markat,
endorsed in blank, The motive behind theae liatings
geems to be to bring the =mall Swiss speculator and
investor more inte the Swiss markets by cereating thereaon
marketabllity for the leadsrs of the five groups of
Americen stocks mﬂat_favored in Swiltzerland. Also, Lo

open poasibllities for arbitrege, and to galn for the
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banks the commissiona which heretoforse they have peld to
brolkers 1n the foreign markets whereon they have bought
ascuritiea for their clisnta., The latter are charged
the same commisslen for Amerlean stocks whethsr they
ere vought in Hew York or Zdwich, Thess objectives
geem llkely to pe realized, judzing {rom the size of
the Swiss interest in Baltimore and Ohio, which it 1s
sald causes these two banks to be the lergest single
stockhelders in that compeny. The greowth of treding in
fmericen stocks on the Swiss exchanges willl probably he
alded consliderably by the fect that there exiasts in
Switzerland, aa in the Watherlands, an amownt of I1die
capltal greatly in excess of the needs of the country
and quite beyonﬁ‘the capacity of Swiss aecuritiess to.
abacrb it.

The diffserence in the organlzetlon of the
various Swiss exchanges 1s not great, although they are
gll very different from Amsterdam, London, and New
Forks In.Zurich there esre neither brokera nor Jobbera,
put instesd bank repreaentatives, twenty-seven of whom
deal in stocks and an equal number In bonds. Obviously,
the Zprich gecurlties businesa is in the handa of the
banlks, ani, the public does 1ts business only through
them. The affairs of the exchange ares run by six

directors. Its trading is conducted at the rails of
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two ecircular ennleosures, oue Tor stocks and one for bGomds,
Since there are no brokers and ne speclalists, &
goverrnment agent =1ts in the éenter of each enclosurs,
and cells off the names of the listed securltles in
alphebatical order, pausing over eszch long encough te
perrmit such treding in 1t a3 the twenty~sevan vank repw
regentatives at the reil have on their books, Obviously,
theae repreaéntativaa ere 3imply negeotlators for their
hanks on behalf of the latter's clients. Thg exchange
hours are from 12,00 Noonr to 1.50 P.K., 8o that Zurich

1s open when Amsterdam asnd London are open. Three

times a9 many bonds are llsted as stocks, thers being
sometining like 425 of thea fﬂrmer end 125 of the latter.
It 1a estimated that 60% of the Zurich stoek turnover

is for investment, 20% to 30% for speculation, snd

the reat in-and-cut trading. Most securities are bought
cutright snd the banka dlscoursge buying on margin, but
1f =nRres ere bought on wargln the rate is usually 25%.
There are no restrictions on short selliing, although the
Swiss are not given to 1t, and borrowlng stocks is falrly
easy. Settlement periods are for s maximum of six

weeks, but. in prﬁctice 7O0% to BO% of =1l stock
trangzctiona are for cash, while 21l bend transactions
gre far cash., As regards the buying on the Zurich

exchange for the account of the Swilss themselves, it 1s
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estimated that from B80% to 90% of it is Tor investment

account, which reflects & tralt of Swiss charscter.

Extent of Zurich Deslings
I Amerlcen Jecuritlies:

No sccurate Information on the volume of
transactions in American stocks on the Zurich exchangs
is mvilakle, because the ticker deoss not print volums
of salez, and none 13 recordsd elsewhere, It is seld
that one reaszon for thils is that all trading 1s in the
hands of the bamnks, who are not wllling to disclose to
sach other wnet businesa each has done. Thua, agsain,
e3dtlmetes were sought and sifted. PFromthem 1t appears
that on an actlve day there mlght be a turnover of
2000 shares of Beltimore and Chlo end 2000 shares of .
Pennsylvania, The five new stocks are atill untrieq,
but 1f interest In them grows =s expected, 1t 14 thought
that fthelr volume might average 3500 sheres each, which
would meke a total turnover of 25,000 Amerlcan shares
on & very actlve day on the Zurich exehange. In meking
these eatimatea, 1t was sald in Zurich that the majorlty
of blg crders for Amerlcan securitles still go to New
York for execubtion, where moat of the big sccounts
holdfing American securltles are carried, in the names
of nominees of American panksa. This stefement 1s borne

out by the lerge Swilss deposlts and the heavy aécurity
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transactions for Swliss acéount reported by Americen
banks snd brokers in recent Unlted States Treasury De-
partment statisties., Much business in American
securities niso goes to London and & smaller emount goes
to Amaterdam. Of the business going to New York, about
a half i1a aaid to go via the Pards branches of Amerlcen
brokerage houses., JThere are two American branch
broksreps of fices In Geneva, although there.are none

in Zurich. On the whole, Swiss daslings in Ameriqan
ggcurlities ere said to be only 20% for Swlss account,

the rest being for the account of forelgners, mostly
French and o ther Europeans, Hoeldings of American secur-
itles for the sccount of the Swiss themselves are sald

to vary from "widows end orphans” fundg, almost all of
which are in Swia=z sscurities, to heldings of active
people of wealth, of which American stocks may make up aas
much ags 50%. Swlss banks are generally sald to seek to
divide thelr risks by carrying something like 20% of their
portfolle in American 1sauvea. Forelgners like the
French, for exsmple, who deel largely threousgh the 3wlas
banks, are sala to be in the hablt of having approximately
254 of their portfolios in American securitles,

bealides keeping & subatantial part of thelr i1igunid

funda In Hew Yoblk,
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Paris
The 1mportance of Pearls as a center of

interest in American securltles, as & polnt of origin of
dealings thereln, and ez & center of ownership thersof
far owtwelghs the importance of the Parls Stock Ex-
chﬁnge as & forslgn market for Amerlcan securitles.
Like the British and the Dutch, the French wers early
investors in the United States and thelr loans to the
¢olconles played an important part in esteblishing the
nation. But the Fremch Government's political poliey
turned the savings of the French psople toward loans
to other Europsan countries during the period of grest-
est growth in the United S8tates, Thus early French
investments 1In American rallroads, for example, were
negllglble, end in generel the American investments of
France fell far behlnd those of England, Germany, and
the Metherlands. At the cutbreak of the World Wer
Frﬁhce 1s ecstimated t o have had 390,000,000 inveated
in the United States. During the War this investment
suffered heavy ligquidation andsustained aevere lossesa,
beinz reduced approximately 70% by 1919. Since the War
the French lnvestment has almost regained 1ts pre-war
.aizé, having increased rapldly in 1935 and 1936, aend
nore alowly In 1937. This Increase has undoubtedly been

due in part to the fligﬁt of capital from France, woich
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1s sald to have started with the Blum regime of near-
soclallism and to have contlnued through the several
devalustions of the frane that have occurred since.

All the elements that meke capital seel refuge 1n countrica
auch as Swlitzerland and England have opersted to drive
French ceplitel from Erance, and & greet deal of 1t has
found 1ta way through these countries end through Hellend
end Belgium into American lndustry and Amerlcan dollars,
Hiph teaxes and the fear of further currency devaluatlons,
snclal reforma, conflscation, and of the outbreslk of
war effectively prevent 1t from returning. Not only has
this situation directly affected the slze of the Prench
in#eatmgnt in Amgrican securities, sné particularly the
indirect investments via ofher countries, but it has
glven 1t a charscterlatlc nervousness and volaetlllty

thaf makes the French holdings of dollar balances greater
in proportion to Prench holdings of American sscuritisa
thant 13 the case with the other large foreign holders

of Amsrican asecuritles,

Asige from fhe ztate of the French currency,
and the light of French capital from it, a resl de=-
pregsion exldsts in Frence, All indlces of trade,
business, ond industiry are at very low figures, and al-
though unemployment is currently repcrted to he only

about 350,000, the houra that are worked by the smployed



Reproduced from the Callections o

f the Manuscript Division, Lihrnr?’ ﬂf angrﬁs

are relatively few., Flnancial people 1n Paris polint
to the fact that since 1929 the index of Government
expenditures has risen from 100 to 131, while f hat of
industrial preoduction has declined to 70, The general
impression vrevalls among them that until the Premier
i3 preparedt tell the political slement that the budget
must be balanced, capltal will not return to the country,
and that until 1t daoes g0, flowlng back into Franch
industry, no end to the cnuntrﬁ'a difficultlescan be
brought about. In some quarters abroad 1t 1s felt that
en unbelanced budget, while 1t 1a France'!s ecentral fin-
ancial problem, Is ¢nly a symptom of the main trouble, which
is that for some time the country haes been experimenting
wlth a type of legislation wilch, while humanitarisn in
purposa, has nad the economic effect of raislng the prices
and the cost of production, thus recucing the rewards
of capltal investment, while st the same t lme raising
the cost of government, further unbalancing the budget,
unstabiliziﬁg the currency, and thereby threatening
capitalts zefety., HMany informed foreigners feel that no
country, unless it is of the authorlitariasn type, ¢cal prevent
the” Flight of capital undsr such clrcumatances,

% At prezent the Perias Stock Exchange 1a
uﬁusualiy éuiet and unimportant from an international

viewpeint because of the factors cited above, Mk it is
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never a market of real signilicance cutside of France,
or for American securities. This 1Is due largely to

its pesltion &5 & government monopoly, to the Fact that
it hes long been the polley of the government to put
bonds directly to the people throwgh the banks at s high
rate of commission, and to heavy taxstlon on security

transactlons. For years the more stringent have been
the efforts of the French fisc to get information from
its citlzens on their security transactlons and cepital
and income In general, the larger the number of accounts
opened Iin countries where vanking secrecy prevails,

The Parls: exchange hac 1ts beginning in 1138
among & group of money changers, It operated
vicariously for many years, occubylng successively a
position on one ol the Seine bridges, the courtyard of
the Palace of Justice, &nd the wheat market, Govarnﬁent
control began in 1705. The market was closed for a
time during the French Revelutlon, ané reopened to occupy
a part of ths Lcuvré, finelly coming to rest In its
present bullding in 1826. Parenthetlcally, it may be
s5ald that parts of the present market seem to retain
many characterisztics derived frem its early "catch-as-
cateh=can' existence, The exchenge mey be divided into
two principsl perts, and & thilrd part of less import-

ance, all three releted but functioning separately.
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The two principal parts are the officisl market and the
market on the versnda and steps of the exchenge bulld-
ing, vhich somewhat corresponds to the New York Curb,
The third part 1s the outslde or over~the-counter market,
The officlel market 1s ¢losely regulated by
the Government, which appointa the Y0 brokers who
operate 1t. This appolntment has become a property rlght
and 1s hereditary., There 1s & voluntary mutuval gusran-
tes of soi#ency emong these brokers, who are repressnted
and poverned Uy a board of elght mempbers whose powers
over thé breokers are great, and whose functlons are
principally to exert dlscipline and to settle dlaputes.
Egeli broker 13 gallowed six clerks, who can negotlate
on the exchange just as he can. But, although these
offickl brokers have sn absolute moneopely on dealings
in the 2500 or sgo llsted securltles, they cannot engage
in eny other business nor can they dedl 1n securitles
other then listed securities, nor can they deal in these
for thelr own sceount or glve lnvestment advlice to
clients, They regularly split commlssionsz wlth the banks
and with & recognized group of "go-betweens" who dis-
pense tipa and news concernlng stocks and bring in
husliness, 1fhe offiﬂi&l_markét iz open from 12.30 F.M.
to 2.20 P.M. each day, and the French public, excepting

women, is freely admitted to the exchange snd to dealings
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thereon. A tlsker systom gives prices and sporting
news, but no volume sales, Listed securltisezm; most of

which are bearer, are divided into two main clasasas

thogse deelt In for cash, and thoges dealt 1n for future
eccount, and on sach type of transactlion commissions
end faxes ere heavy. Alfnough only about 80 1ssues are
listed of ficislly for future treding, operstinns of this
type are the more Important since they lend thamselves
more readily to speewlation, snd permlt firm purchases
in lgrge volume wlthout forclng prices uwp. Future
transactions in turn ere divided Inte two ¢lesszes: firm
and optional., For future transactions theres are two
aattlement periods A month, and camry=overs can be gr-
ranged in mueh the same manner as in the case of the
London contango, Optlons are dezlt in more extensively
in Paris than on most stock exchanges, and the future
market permits great lLatltude both In short 3s&llling

and in margin errangements.

The curb market wes developed to handle the
inereesing number of atocks not admitted to the izt of
the of ficinl market and there is no 1imit eltlier aa to
the number of curb hrﬁkars_ﬂr s to the number of
seourities on that merket, but curb brokers cannct
deal in any atock guoted on the ofliclal market. They

¢can, however, act as both broker and dealer, con give
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their clients inveatment advice, =nd in fazct are sublect
to yery little reguletlion other than that which they
impose on themselves. TFewer raatrictloens, more liberal
margin requirements, and greater freedom generslly heve
comblned tto ereate a larger voluwme of msiness on the
curb then on the official merket. Future settlements

on the cwrb take place a%t the snd of the month only.

The tnird sectlon of the FPeris market, the
putside or over-the-counter market, 1s largely In the
hands o f thé curb brokers, and provides a means of deal-
Ing 1n seeurities between the time of their lssue and
thelr sdmission to ome of the other two markets., It 1a
also & market for the atocks of small companiea which ara
not traded In extensively. This market grew rapldly
after the War, and in 1929 1ts activities called the
Governmentts attention o & need for some aort of regula-
tlon and supervislon for the general protection of
investors. As a result the outslde market now hes
space of its own in the colonnede of the stock exchange,
ard 15 subject 1n a general way to the same sort of
private reéulationa as govern the curb.

Trading in the Parls markets has quite a
different character from that in London and FHew York, due
largely to.the greater relative importance of Government

loans end thermatlonal debt as compared with corporste
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securities, Large stock corporstions with wlide publie
distribution of their securities are ralatively few

in France, due to the fact that induatry and commerce

are s8till organized very much on family linss with close=
1y concentrated femily ownershlp. Thus there exlats

a relatively amall supply of rrench corporate securities
to be traded on the Parls exchangsa. This situetion

haa glven rise to efforta to intreduce American and other
foreign securitles, but with the exception of Canadlan
Pacifie, for which there iz a larger market in Feris

than anywhere ¢lse in Ewrops, there are few foreipgn
securlities dealt In. One reason mey be that 1n addition
to high costs and heavy taxes on secwrlty transactiona
and Financlal enterprise in general, the French Government
taxéa income from forelgn securitiéa something over 304,
Thersfore, the French resort to concealing their cwner-
ahiptﬂf Toreign securitles, whilch would hardly be
possible 1f they were purchased on the Peris sxchange.
The last official efifort by French brokers to intro-

duce Americean sascurltliss was made in 1931, 'but the
opposition of the French Treasury caused 1t to be
abandoned, dlnce then France has bheen ceonstantly in more
or less of a state of crisis, and the time has not

been thought ripe for further efforts, Recently a group

of French, 5wiss, and Engllizh bankers nave secn what
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they apperently feel is an opportunity to replace the
extengive intersst of the French publle in commodity
dealings, speculatlon ln which has now been éurbed,
with an Interest In Amerlecan securltlea Iin bearer
certificate form, and to this end are plonning an organ-
izatlon aimiler to the Duteh Adminlstration offlcaes
Foer the lmportation and general dlstribution of leading
American shares. Perls opinion 1a divlded as to whether
the French public will respond by buying in any great
voluma, '

Az things 2tand, most Freneh buainess in
Amerdican secarlties, although much of it origimtas in
Paris, is executed in London or New York, Just as most
of the Americen holdings of the French are In Swiss,
Dutch, Bnglish, and American benks,., It 1a dalfficult to
say whether more of thils buslness reeches London thean
New York, but it is thought that London derives a
definite mdvantage from its greater freedom in the
matier of margins, short sales, and term ssttlements,
end also from the tax of £ per millem ths total con-
sideration of security transactlonz consummated in
France, slnce orders may be telephoned to London, whercaa
azbles to New York create a record oi transaections
on the taais of which the tazx may be assessed. The

question ai to whether or not this tex applies to orders
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glven to Paris representatives of American brokerage
houze= for execution in New York l1ls currently being
litigated, and in the meantime the tax 1a not belng peld
on them, It 13 s8id that the sixteen or seventesn
representatlves of American orokerage houses in Parls

do not do directly Az much as one-tenth of the total
French buziness 1n American securlties, since the main
part of it gmoes through Swlss, Dutch, and English banks,
who dsesal in New York, London, or Amsterdam, As to the
business that 1s done by these Americen branch offices,
their booke are reported fto show very few accounts of
iﬂdividual French cuatomers, as Gomparéd wlth the names
of banks, since almost sll French securlty owners keep
thgir securities with banka, f

Extent of Paris Dealings
In Amerlcrn Securities:

438 Ies baen indiceted aboﬁe, dealinga in
Amsarican sscurities on the Parls= axchgnge are fractically
non-oxistent, Weverthelesa, Paprls has resl importance
as -a centsr of interest in American securlitiles and of
peneficial ownership thereof, and as a place of origin
of dealing therein, which is. why 30 mucll apace has been
glven to outlinlng i1ts characteristices. This Importance
1s considerably magnified by such a lack of volume a3

exis ;3d in the Neéw York market early this spring., At such
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timea, the concerted asction of & group of wealthy
Continental merkst opeara tors {who are =said to deal
through the Paris offlcea of several American flrms

and thuas 3imu1tansoualy'receiva the same advice and act
at the same time) mey produce an effect on a thin New
Yofk market out of all proportion to the slze and resl
importance of such dealingsa. Although buying of
Americen securities by the Prench public 13 said to have
decreased conaliderably In recent months because of un-
certrinty of Unlted States Government pollcies and dis-
trust of the dollar, the sctivity of thls group of

blg faraign.operators in Paria iz thought to have been

gconaiderable in the szame pericd of time.

P ART III

FOREIGN DEALINGS BY AMERICANS

IN AMERICAN SECURITIES

.Tha subject of dealings by Americens who
normally reside in the Unlted Statea but who ¢arry on
their transactlions in American securities on foreign
markets obvicusiy 13 one 1Into a diseuszion of which those
who are ..z beat informed are alsoc the most reluctant
to enter: In this matter, therefore, meors than in any

other cov:red by this report, it was necessary to rely



Library of Uongress

+ Reproduced irom the Collections of the Maousenpt Division,

-59-

on the gathering and cereful aifting of impressions, since
" %o ascertain the facts would have regulired the use of
methada beyond the province of this report, Impressions
on this subject were aought not only in London,

Ams terdsm, Zurich,, and Fards, out in Brussels,
Luxembourg, Basle, Flerua, eand 1in a number of other

placez as well., By comparing these lmpreassalons, by check-
ing them in such querters as were avallable, and by
sesiking to separate fact from hearéaj, it wes possible

to draw from them conclusions in which it is felt that

a certrin amount of confldencs 1s jﬁ%tified. These con-
¢lusicna relats pertleularly to the extent, location,

anq origin of foreign deslinga by Americana, to the motives
that prompt them, and to the methods and agencies em-
ployed, In reacning theas concluslons, it was necessary
firat to conslder the broader aﬁbject of the general
increasse in dealings in American securdtles on forelgn
markets in the past several years and the extsnt to wihich
thlas 1nereasss has been at the expense of the New York
market.

As has hesn indicated above, London and

Amsterdan have by far ihe most iﬁpﬂrtant Eurogpean stock
markets for American secwities, and Londoﬁ is much

more important in thils respect than Amsterdam. Moreover,

it 13 guite clear that there has been & sharp Ilncrease
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in total dealings in American zecurities on both theas
merkets, and particularliy in London, during the past
several years, although theas dealings are not yet

as large as toey were before the War., It 13 also ¢lear
that although much of this inersase has besen dus teo
growing foreign Interest in American securitiea, a sub-
stantial part of 1t has been at the expense of the New
York stock market, The latter mirket has not only lost
gome of the foreign business that waa formerly ex-
scuted there but slac a certain smownt of American
business that has gone ahreads In each case the main
gause seema to be that at times markets offering greater

volume st closer prices exlst abroad In cerfaln leading
Ameyican securities than exist 1n New York. This, in turn,
1s generally attributed by foreigners diredtly to the
regulationa and restrictions that have been impcaed on

the New York market. From these an unforfunate chaln of
cause and effect 1s thought to arlse, wherein the smaller
the velums on the Hew York market becomes and the more
vildneravle it 1o to selling and volatile to buylng, the
greater becomes the spread between bid and asked and ¢ hs
more large transactlons 1n lerding shares are drawn to
London, sé that in time even Americens are led to negotinte

thelr big blocks of stocis there because they fesl that

they can d.. g0 on better terms than ln Mew York.
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- Although the meln resson for the diverslon

by forelgners of their American securlty business to
London and Amsterdam appears £o be that at timea markets
of greater volumeand offering closer prices exist thera

1n certain X ading aecurlties, other factors enter the
picture., Lower margier requirvements undoubtedly lavor
Both London and Amaterdam. Banks rgcsi?e g2 aplit of brokera?
cormlssions there, and mueh Buropean busineas iz in the
hands of banka., Some large Investment trusts also

receive a apllt of commissalons In London. The fortnightly
settlement in Londen undoubtedly attracts the foreign
gpeculator, The London and Amsterdam markets open [irst,
end are copen durlng the Euromp an's business hours.

Threata of the imposition of =z capltal gaina tax on forelgn
dealings in the United 3tates, and of higher withhelding
rates on inconme pald to forelgneras have undoubtedly
Increased dealings in London end Amsterdam and have pro-
duced a2 reluctance on the part of certaln forelgners to

do busline=zs with.any agency or 1n any market that would
involve the 1lkellhood of having to fill in forma ar
anIwer queationa fromthe .S, Bureau of Internal Revenue,
This leads to the freguent apecification of a London
contract in American security dealings, which mesns a
transaction consummeted in Londeorn betweaen a London broker

and jobbrr. U.3. Federsl and State Transfer taxes are

i3
1
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avolided by dealing in London anc Amsterdam, Benk secrecy
prevails 1n each place, Although most of these consldera-
tlons apply to botih markets, the London merket attracts
much more of the European business in American securitiss
than <does Amsterdam, because 1t 13 bigger and more

liguld, more likersl in terms, eanc less coatly in taxos
and corulssiconi,

With this brozad picture In mind, it is perhans
easzier to gain a proper perspective pf the sxtent to which
Americans have Ekransferred theip szcurity buslness from
New York to forelgn merkets=, anc where these actlivities
take place,

Extent, Location, and
Origzin of Deallnga:

Although it 13 not poasible to determine in
Flgures the extent to which Americans deal In Amsrican
aecurities abread, sufiicient evidence exiats in the
form of well-founded opinion to shed conslderable light
on the subkj2et, as well as on the location ana origin
of such dealings. From thls 1t seems quite c¢lear that
most of theze deslings teake place in London. It seems
equaily clsar that in the past seversl years there haa
been much more talx about them than there have been actusel
dealings, Alao, that such deslings as go on are oo-

paasionsl rather than a matfer of continued polley, Also,



Repruduced from the Collections of the Manuseript Division, Library of CoRgress

-E5=

thet they are due much more to the exlstence at
times in Lendon of a market offering [rsater volume at
gleser prices in certain leading Amsrican securities,
then tiney ere to s desire on the part of ingividusls Go
afoid regulations gnd vaxes. It is further believed
that such operatlions es ere prompted by the latter
motives are almost enbtirely confined Lo a few wealthy
pen who are sccustoned bo undsrtaks international
operations on & large scalse,

These are the high spots, In between are a
number of facts thet collectively are important. As
toc where Americans desl in American securities when they
go ocut of their own country, seme estimetes indicsete
that 22 muck as 90% of such dealin.s are in London, -
Certainly, the great majority are carried on there,
The ressons for this are in many czaesa the same as those
referred £t o above, which lead forelgners to do thelr
Americen security business in London rather than in New
York. In =zdaition, London offers Americans certain
perticulsr advantages, under conditions thet have exiatec
doring the past several years, The attraction of a
blgger market at times has been referred to, Short sell-
ing can proceed via London brokera without restraini,
gas will be explained Lelow., Syndicate operations can

apparentiv now he carriec¢ on more readily In London t han
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in Mew York., Bank secrecy is such that Britiah banks will
only reveal-scustomer's name or diselose his affalirs on a
court ordéer, or for the public welfare, or in the interest
of the bpank, clrcumatances unlikely to arise irn the case
of an Americen citizen, o information returns are

made to Unlted Svates authorities. Londeon marglins are
1liberal, anc term settlemsnts prevail, which offer the
operator # tractive opportunities. Costs are lower on
trenssotions conswummated within one or two account
periods, end on low priced securities anc on odd lois,.
F.b, Federal and Stete Trensafeér taxes are not involved,
on transections consuvmmatea in London. The London

market ppens five hours shead of Hew Yorlk, which affords
appertunities to sect promptly on news recelved after

the Xew York market closes. Under these ceonditiona it is
perhaps surprising that the American business that

leavea Wew York for Londen 1s confined so largely o
profiesgsional investors whose job 1t 1la to buy and sell

in the best markets, and to e few big operators and

rich men of internstlonal viewpolnt, This would almost
gerteinly not be the cese if the average Amerlcan In-
vestor were anything like as cosmopolltan as the

miropean of similar status. But apparently the average
Américan prefers to invest tnrough channels and by

methods with which he is fariliar, rather than risk the
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added complicaticns of treding in a foreign market,
This attitude seems even ito have influenced the few
Americans who do trade abroad, for the European who
deals outslde his country exhiblts & much greater degres
of resourcelfulness end diverzificatlon 1n the methods
that he employa.

As to the extent of this businesa, so much
of 1t ia done in Londou thaf conclusions based on the
London part of it ¢en be applied to the whole., It seema
clear that during 1936 and 1937 there were periods
when Americen short selling of Americasn securities
vin Londeon wea extenalve. ﬂt such timea s number of blg
blocks of stock are thought to have been negotieted
there. The operatlona of American controlled syndicates
Bre alaoﬁsaid to have centered 1n London ln reasponas
to tenmpting situstions which could bast be taken
advantege oi there. But by and largs these operatlons
are universally thought 1In London to be pgecesicnal rather
than steady, never Lo have averaged very much in volume
aver any pericd of time, and to be a much smwall part
than is generelly =uppossd of ths general movement
of busineés in American securitiss towerd Lendon in
responas ta the exlatence there at timea of a market
of fering greater volume at cloder pricea in certain

leading sesurities than obteins in New York,
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Amsterdam is next in lmportance to London
in Americen dealings, but Amaterdam 1s not used nesrly
g3 much as might be thought. There are a number of
ressons for this, The languapge is cdlfferent, and
commissions and taxes are higher. Cash settlements
prevail, and t he advaentege of Duteh bearer certificates
in ¢concealing ldentity ls somewhat &ffsetf by their cost,
Quetatiens are difflcult o follow, being on the bvasis
of the old pguilder parlty of 2.5 to the dollar. HMHargln
terms on Amerlican stocks are not as 1lberal sg elsewhere.
The Amsterdcom market iz not always active, and ex-
ecution is not socording to American atandards. American
stock 12 relatively drificult to borrow because 1t 1a
used by the Dutch for their own arbltrage operstions..
Finally, the politlcel situation of the Continent keeps
certeln types of businessz away. MNMany of these factors
directly favor London, with the result that 1ittle
Ameprican business goes to Amsterdam since London is the
loglcal choicz. The bulk of the Amsterdam business
in American securitises is thus for the sccount of the
Tutch end for foreigners, exeept in Shell Union €11,
in which at tlmes a market exists in Amsterdam that 1s
supposedte attract & certain amount of Amsrican
tusineszs, Holland 1s amid to harbor a few Amerlcan

nolding compeniesa, but both in number znd slze they are
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thought to be unimportant. The dozen or zo branch

of flces or representetives of Americen brokeraze houses
in Amsterdam serve principally to replece the old

jeint brokerage accounts, By deellng with them the

Luteh can aave cable charges, and they are only permitted
to demnl with Amsterdsir banks =and brolkers,

Bruasels ia not thought to be the =zeat of
any American transactlons in Amerlcan securities, nor
are such transactlons cerriec on elsewnere In Belgium.
The Brusssls exchange has no significance outaide of
Belgium., The only American stock traced in there 1is
Ganadian Pecific, Only one American brokerasge house
haz a brench offlice there, oand most Belglans deal in
American securitlez through banks on the markets of
Iendon and Mew York, slthough Amsterdam ls said to be
gaining Belgian business because of the Luktch bearer
certificates,

Luxembourg's slgnificance in the field of

internaticnal securities arlaes from 1ts extenslve

use aa a domicile for holdlng companies by wealthy
British and Ewropsans who seek to capltailze their in-
comes, slnce there are no cepltal gaing texeas sbrosad.

Its texss are low end its laws covering incorporation are
very liberal. But its use by Americans 13 said to be

negligihls, and 1tas use by Europeens 1sa declining due
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to 1ts poaitlon between France =ndéd Germany. However,
the emount of weslth behind ita forelgn holding
companies is such that at times zubatantial amounts of
Amarlcan securlties are located in Luxembourg, sithough
the bsnaeficial ownershlip rests elsewhere, Host of

the transections 1n these securitlies are sald to zo
through Swlas, Pritish, and Dutech banks.

Switzerland has an lmportance in the field of

Amerleen sscurity ownershlp esut of all proportion teo

the aize of its markets for Americsn securities, because
being m refuge for forelpgn caplitsl, there rests In Swiss
hands a volume of Amerlcan securitles far beyond what

the Swiss themselvea own, Hevertheleas, slthough the
gecrecy of Swiss banks is proverbial, Swiss taxes are
low, and Swiss joint mecounts and busineas trusts (to be
referred ED below) have unigue and sppealing fsatures

for the tax evader, the number of Americans who have

such sccounts with Swiss banks 1s thought to be small,
while the number of trading accounts is considered
negligibie. Some wealthy Americans who live in Eurcpe and
thus fece the problem of 1ts political instahbility
undoubtedly keep their investmenta with Swisas hanks, but
Americen %écuunts in Switzerland are a fraction of thoae

of other naticnalitiea. Swiss b ankers are said still

to deal in American securitles mostly witn New York.
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After Mew York, they desal with London and to s smaller
extent with Amstercam. There are raported fto be

fewer holding companies in Switzerland than in
Lwrembourg and Lichtenstein, becsuse Swilss taxesz on them
are nigher, Glarus is the principal place for them,

but practicelly none are owned by Americans,

Lichteratein is a&n isoclated tax lslend with

entirely libersl incorporation laws., In recent years it
hes enjoyed sreat popularlty with the French ang British
ns & place for the domiciling of holdine companlesa,

PBut 2=z politlesl tension in Furcpe has Iincreased, the
vulnerability of Lichtenstein's pesition in relation

ta Germany has caused it to be less and less favored,
Apparently Americasns have never uwsed 11 to any appreciable

excent.

Pardas 1a a center of interest in American

securities and ol much benseficial ownership thereof,
but Americens do not often deal In American securities
through Paris. It has nothing to offer as a market,
and other arencies ares better if an indirect methnod

of dealing is sought. London 1s direct, inviting, and
safe, while Switzerland offers invulnerable lndirect
arrangsrents, and even Amsterdam would be & more logilcal
place fér suczh dealingas tnan Paria, Dealing through

Parls agencies woula be both cumbersome and expensive,
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ané securlties held there would be In danger of heavy
Frepnch taxatlon, French benks are susplcious, which
would make such arrangements difficult, and Franch brokers
aa a group de not insplre confldence. The business of
wealthy Americans residing in France is vndoubtedly
nandled in part tnrough Faris agenciesa, but English
hrolers actively solicit Perls business In American se-
curitles, particularly short selling, and muech of It

is thought bto go to them.

- Canada wa3 30 frequently mentioned by thoese
whose Impreasions were sgought on American dealings
abrosd, and its popularity for similer purposes 1w
apparently growing so fast among Europeans that elthough
it does not tall within the scope of this report, it
dessrves mentlon. The Impresalon preovells guite widely
in Buropean financilel centers that, wheresa moat security
transactions carried aon oy fdmericens cuitside thelr cwn
country are done in London, Caneda 13 next in importance
both for tracing snd ms & seat of holding company opora-—
tions, investment accounts, and such activities,

Although thnis impression has not been verifiled, 1ts
prevalence and the sourees from which it was recelved

give it some claim to altention,
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Mofives:

Most Amerlceana who 4o their business 1in
Americen securlties abroad seem to be prompted by one of
three maln motives, namely, to desl on the ﬁarket
offering the greatest volumte s nd closest prices, or to
avold regultions, or to evade tazxesa., The consensus of
foreign oplinion, based on experiencs wilith such Amerlcan
business, I3 that the relative sirength and lmportance
of these motives la in the order named, with s wide gap
between the first two and the last., The desireto
desl on the best avelleble markst for Amerlcan cecurlitlas
is too logicsl and cbvious to reguire further comment.
It is 8 partlecularly compelling factor with professional

investors who muat deal in lerge Hlocks of sdecurities.

The exlstence at times of m better merket 1n London than in

.New York ' has been dwelt on at length above. A sub-

"stantial busiviess hes zone abroad on this account.

The desire to avold regulatlons, restrictions,
snd contrels in genersal is alao 3 natural one, partic=-
ularly in light of the American teupersment. Specifically,
E”le reatrictiona that are thought to drive most American

business apread, in order of their relative importance,

i
rucaunts, those against syndicate operations, and those

2 those against short selling, those governing margin

-

é;ainst dealings by insiders. Wuch blame iz also laid
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on the general multiplicatlon of forms, questionnaires,
policing actlvities, and toe threat of legal actions.
Supplementing a dealre to avold these things 1s the
attractlon of the London term setflement, of the general

freedom and liquidity of the London market, and of belng

able to deal there without having the New York market know

of gne's dealingsa,

Tex evasleon a3 a motive for ithe removal of
American security business to foreilgn merkets is thought
by forelgners te be relatively unimportant, Foreign
bank secrecy and the fact that fereign financial agents
make noe Information returns to United States suthorities
opens doors to the ovaaion of income and capltal gains
taxes which meke 1t esay and sure. Nevertheless, the
genersl impression prevaila that except for a few Inter=
nationallyhﬁinded rich men, and for A& certain type of
big market operator forturately not numercus, the
number of Americans who do huslness abroed to evade texes
ls entirely insignificant. It is thought to bes as
nothlng cowpsred with the number of forelgn tax evaders,
and the regaon 13 believed to 1lie in the efficiency
with which the United States Treesury Depertment colls cts
taxes, and 1n.the fear of the consequences of unsuccexs-

ful attempta at svaslon.
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Methods and Agencles Employed:

The three maln metnoda uwsed by fmerlcans who
deal abroad are to deal direct with Leondon financlal
agencles, or with continental banks, or through fereipgn
hold ing companies. Since the large mejority of foreign
transactions by Americens are carrled en in London, and
sinece so much of the business that goes thers does so
to take advantege of a hetter market then exists at times
In New York, it is perheps natural that the moat used

method 1s to deal dirdctly with a London bank or broker,
A3 it happens, this simple and direct metheod 1s also

the most effective and the most uwaed when the purposs is
to avoid regulations or taxes, in which case one of the
smeller and more flexible British banks or mercnant
banking houses would probably be selscted. This method
has everyﬁhing in ite favor, and only a few of the

most cautlious seck the more devious and also more costly
methods that ars sveilseble. The customery precsdure in
establlshing a channel for swh dealings in London is

to presént & careful letter of introduction and to open
an aecount, to establish eredlt and margin errangements
and then td. sable or write ordsrs to London. In so
daelng, 1t £L usua1 to specify a London contract, which

cAu3es the phusine=s to bhe conswmnated between a Lopndon

hroler andtyjbbar, keeping Lt entirely off American
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racords and saving Amerlcan brokerage commlssions and
costs and American transfer taxes as well, Sometimes

the interposition of the Leondon agent 1s felt to be
sufficient protectlon te warrant permitting him to deal
at hls discretion either with a London Jobber or with

a brench office of an Amerilcsn brokerege housa, which=
ever makes the better price, This the American branch

of fice can occasionally do, for 1t makes 1ts income

from commisslons, whereas the Jobber must live from his
"turn" on profit. In active times, however, and in
leading stocks the jobber almoat always has the advantage,
for he refle¢ts the advantsgze that the London market haa
opver dew York, There are thirty or 3o hranches of
Amerlcan brokerage houses in London, and since they ars
sub ject to the same rules and regulatlons aa!their head

of fices in New York (many foreipgners regarding them
simply ss adjunct to the Tressury Department and the 3TC},
much wonder 1s expressed esbroad as toe now they can survive
in competition wilth London houses natb subjeét to such
regulation, The impression exlsts almost universally

that these offices are mainteined for reasons of inter-
national preatigse and internationel contact, end that they
are non-remunerative. Apparently, thelr business comes
mogtly from investment trusts, Insurance companies, Dnglish

end /. aropean banks and brokersg, and from such indlviduals
i
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a3 do not mind belng on Amsrican records, It la moatb

unlikely that the Amsrilcan eveider of sither market
regulations or taxes would use them directly. Nor does
the demand for American stocks in London greetly ex-—
ceed the large Cloating supply avallsole thers, wnich
makes drawlng on New York the sxception rather than
the rule,

Having bought Amerilcan sztock elther through
a jobber or an Americzn branch offlce, the Londen agent
might he instructed to keep 1t 1n London or in New York.
It would make little difference because 1n Hew York
the stock would probably come to rest 1n the neame of A
bank nominee antlrely uwnaware of its real ownership.
The dividends would be paid to London, 10% bsing with-
held for the Federal tax,

'If the order to t he London agent were to sell
smerican stock, he would undoubtedly use London
fecilitiea and not an Amerlcan branch, 1f the sale were
short, In London 2 s3als cen proceed with egual facility
whether it 135 long or short. The English bank or broker
simply sells the stock to a Jjobuer dealing in 1%, who
in turn sells it =23 long stock elther in London or New
York, ' So far as he la concerned he is long of 1t, nor

does any London seller nave to dizclese what kind of sale

he hss made uwntll settlement day, which may be as much
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as fourteen days leter. The only hltech to short sell-
ing in London is the difficulty that 1s encountered
at times in borrowing stock. A blg short position in
tha Lendon market may maie stack lor horrowing very
gcarce necause ao much English buying is for investment
and the stock is put eway. A4lse, stock 1s uswlly
carried with banka, who are not dlsposed to urge customers
to losan 1t becsuse the return is not e sufficlent
inducemstit,
Wext to the direct method of desling with an
English pank or broker, which 1s ony far the most wildely
uaed, comes t he use of an Intsrnaticnal bank such as
ong of the Dutch or Swiss benls. PBoln the iutch and t he
Swiss banks offer numbered accounts, in which only the
menager knows the owner's name, EBrokers ers apparently
seldom used outside of London, The Luteh banks un-
doubtedly receive some of this type aof buainess
notwithataniingeg the epst lnvelved, bub Lhe Swias banka
draw from Swiss laws the advantage of veing sable to offer
other expedient arrangemdnts such as jolnt accounts
and vusiness truata, Under Swlss law the fomner can be
created sﬁhjact to a power of attorney pood after death,
Thus a maﬁ may c¢redte zuch a jolnt sccount with his
wila, son, or whomsoever he plans to leave his proverty

to, pubtting cash or American securitiea in it, and paying
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no further taxes of any kind, if he is 30 minded, except
the 10% wlthheld =2t sgource on income pald to the Swiss
benk. In the meantlme, if he wishesz, his securities may
bha kept in ¥New ¥York iIn the name of an Americen bank nomi-
nes, ang dealings in them may proceed there as usuel.

Or, if the London market becomes more attractive or short
aelling promises a reward, desllngs in London can be ar-
ransed thnrough the 3wlss ben¥'as London branch or
representative, A business trust Is an arrangement
whereby a bank engages another bank or fiduclary agent

£to create a trust for 1ts cliant, RHetween the two bhanlks
trusteea are appointed whne havs control of the funda in
trust and pay the income to the beneficlery who, although
actually tine maker of the trust, appears on the trustee
bank's recordas only as the Leneficlary. Hls planz for dis-
poding of the body of the trust at the time of hla death
can be 1lncorporated in the terms of the truat,

It 1a thought abroad thet achemes like theas
two and scorez of others more compllcafed and leaa
expedient for Americars are devlsed for the most part by
accountants and lawyers, whose ssrvices are uaually
needed to set them up. Thls iz particularly true of
holding companies=, which are the third principal method

uged oy such Americans sa carry on forelgn dealingsa,
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Holding compenies are too common 1ln the United States and
the purpeoses ar which they 2re formed are too Familiar
to require comment. Forsl gn holding companlsea are
usually located where the law governing lacorporation
gives them tne greatest latlitude of operation and reguirss
the least disclosure of benaficisl ownership and control.
Among the places moat favored at present by foreigners
are the Chamnel]l Islands, the Iales of Guernsey, Jersey,
and Wight, Heolland, 3wiltzeriand, England, Monte Carlo,
Tanglers, Palestine, and Calcutts, Also, Prince Edward
Island, Newfoundlwnd, Caneda, Bermuda, the Bahamaaz,

and Pamama. The latter places esre thought $¢ be much
more often used by Americans tnan t hose more remote from

the Unilted States, bubt Amerilicans are thought to use such

nolding companlies very infreguently g3 compared with

foreigners,

Moat Americen holdlng companies in Buropes seeém
to be there te further Amsrican corporats activitles and
to comply with forelpgn laws and regulatlons governing
such activitisa, rather than for such purpoaes az the

avoldance of American market regulstions or taxes,
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PART IV

SUMMARY

At the outset of this report 1ty purpose was
atated as being Lo 1ndlcate where, ﬁuw, and to what
gxtent American sscurlties are dealt 1n and held in
Englend and Europe, both by foreigners and by Amerlcans
who uwae forelgn facllitlea,
| What nes been set forth sbove may be sum-
mprized by aaying flrst, thet ne foreign estimates
of the foreign Investment in the United Statas are
availablé, but thet informed forelgners generelly dagras
that the Department of Commersce and Treasury Department
eatimates clted herein are ss atcurate as circumstances
will parmif.

It 13 & matter of record that the growth and
development of the Unilted States was largely financed
by forelgn Ffunds. Thus, up to the World War the Unlted
States was a debtor nation, indebted principally to
England, Germany, the Nétherlands, and France,

During the War, America's foreigh ecreditors
iiquidated approximately #$4,225,000,000 of their long
term Amerlican investments, while the United Stetes in-

areased its loans and investinents sbread substentially,
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ap that 1t emerged from the War a creditor natlon.

Since the War, long term forelzn investmentas
in the United 3tates have steadily Inerensed,a trend
that i3 econtinuing at present, gilthouph it 13 estimated
thaet the total is still substantlally below the pre-war
total. From the outline of the growth of thne foreizn
investment in the United States set forth hereln, it
is clesar that most of it was acquired befosre the de-
pregalon, and that & substantlal part of it was scquired
befora the War,

Forelgn short term credlfs have more than
tripled zince 1914, indlcating that safety rether than
profit ia en increasingly strong motlive Ia the movement
of Europsan funds. Since 1¥i¢ America’s investmenta
abroad have incressed more than three-fold and are now
over half again as large a3 the forelgn lnvestment In
America, whils incame from America’s forelgn lanvest-
ments is more than twice as large as that paid to
forelgners on tnslr Amsrican seocurities.

The principsl trends followed by long term
forelgn investors in recent years have been away from
American bonas and preferred stocas toward common atocks,
and sway from direct holdings toward nomines holdings,
indicating that forelen heldings are becoming in-

ereasingly volatile, an Impression porne out by the strong
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movement in recent yearas of foreign funds to the
United Statss for deposit, & movement apparently led
by Swiss fwda.

Erngland atill has the lergest forelsn invest-
ment in dmerican scecurities, but Canada now stands
aecond, where Germeny formerly steod, whille the Swiss
investment, wnich is fourth in silze, seems to be growing
fester than that of any other Eurcpean country. Among
8ll foreizn-owned American securlties common stocks are
the prevailing type, put it 12 esbtlmated that at the
end of 1937 only 4.08% of the ocutstanding common stocks
of auch of the large American corporaticns as had
foreign—owned snares was owned abroad, both by forelgners
and by non-resident Americans comblined, while for such
s&mller corporations as had forelghn-owned stock, the
Figure was only something like 1/2 of one percent.

The main factor influwencing the growtn of
forelgn markets for Amerlcan securlties hasz veen tha
relative Interest of varlous foreign couwtrles in them,
tempered by Thelr political and economic stapility.

Thus London is by far the most Important of such
maricets. ﬂﬁsterd&m is next, and bayond these two there
are no others of real importance in BEurope, elthough
gome dealings go on iIn Switzerland, which holdz much

foreipgn caplital 1nvested in Amerdican securities, o
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doelings In Amerlcan securitles teke place on fthe FParls
erehange, but much intereat in and beneficial ownership
of them 1s centerec in France.

Certain sipnlficant features are common to
these foreipn markets. They are all except London. undep
gome form of govermment controi. Term settlements
gre avallable on all of them., ALlating requirementa ere
brosd. Banks play a very important role and elther re-
ceive a split of breokers! commissions or esct as brokers
themzelves. Branch banklng iz widespread but of branch
brokerage offices there are very Pew. Optien deslings
sre generel, jecnanical facllities agnc particularly
ticker systems are limlted, and do not guote volume of
aales.

Dealinzs in American securities in Lendeon
were much larger before the War than now, reflecting
English holéings that were then more than twice as large,

Yhille the present volume cannot be determined with
any accurdcy, experienced estimates indlecate that 1t
varies irom 20,000 shares on an inactive dey to fas
high az 500,000 shares on & doy of grest activity,., It
13 further thought that wheress any Amerlcan sscurlty
listed an an Amerlcan exchange can be ftraded on the
Londen exchange and although London newspspsr market

guctatlons have indicsted that the British putlic may be
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Interssted in as many 25 320 Amerlcorn lssues, there is

sgeldom a time when more ¢t han 80 to 100 are sctively

deall in.

The volwme of American decurities deslt in
on the Amsteramm exchange is estimated to occasioneslly
rescn 225,000 gshares, & lgure which would eicesd the
totel of Uuteh shores deslt in on 3uch = day. The
activity of the Luteh public'z intereszt in Amerlcan
gecurities is indiecsted by nigh bly Duteh radlo hroad-
caats of the ¥Wew York closing prices of most lesding

American stociz, of which the number listec on the

fmsterdam exchanze 1s somethi:g 1ike 280, together with

some 115 American bonds.

Degalings in imsrican stocks in Switzerland

ars concentrated In Zurich, Geneva, and Basle, Dealln-s

on the Zurich exchange are as large ag on the other

two comblned. In Zuriel seven American stocks are listed,

amci it is gstimeted Lhat deallngs in them may reach

25,000 sheres on an actlve &ay, The big Swlas busiress

in American gecurities is done 1n New York and London,
Parisz has no market in American cecurities

worti mentioning, but neavy French ownership of them in

othey names snd lerge oper=ticona in them originating

in Parils give 1t a real importance, particulerly when the

iew York merket iz thin, At sueh times the dealln:ys
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cf g group of blg contlnental opersators, who are assld
to deal through Perils, are megnified out of 21l propor-
tion to thelr reel s=lgnificance.

It 13 esztimated 1n ralileble quarters that
the rapid growth of demlings In Amerlcen securities on
forelgn markets 1n the past several years has beoen ap=-
companlied by the loss of a substantisl emount of business
by the New York merket, both foreign business t hat was
formerly done there and Amerlcan buslness thet has gone
.abrﬂad. This sltumtion 1s believed to be dus larzely
to the sxlistenes of markets abroad which at times offer
closer prices and gresg er volume than ¢btaln 1n, . -

New, ¥ork. Thls in turn 1s bellsved to be due to the
effect of regulationa and restrictions en the New York
marketl,

It is generelly felt that there has been much
noere talk about Americans deing their security business
ﬁbroad thaet the size of such dealings justifles. MMoat

of this mainess ia thought £o be dome by professleonal

investors whose job 1t 13 te rind the merket offering

the mest advantageous terms, and by a fewwsalthy men and
bis operators, Its nature is occeslonal rather than
cﬁntinual, end it is thought to be due more to better
markets abroad than to a deslire by Americans to avoid

repulations or texes,
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By fer the greater part of such dealings sre
carried on in London, directly througk British benks
and brokera. The next noat populsr methoed i3 the use
of continental bLanks, principally Dutch and Swiss,
although dealings through Canada, which was not within
the acope of thils report, were alszo reguently mentioned.
Eurcpean heoldaing compenies are not used extensively
by Amerlcans, nor ls it thought that they engage in

anythlng llke &35 much of thnis general type of actlvity

az do foreigners.

Tnia report has presented Tacta and
lmpresslons bearing on foreign dealings in American
securjitles, as was requested, Although conelusions and
recommencatlons may be reached from 1%, they do net fall

within 1tsa assigned province.
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The informotion end impresasions on which this
report is based were gathered for the most part rom con-

ferencea with the fellowlng, or their representatives:

Londorn-
Mfteen firma of brokera,
Eight firmas of jobbers.

Sevan branch offices of American
brokerasge firms,

3ix brench offices of Amerilcsn benks.
Three British benks.
Seven mrivete banking firms.

Four Leondon offices of Continental
banks .

Three Investment Trusts.
Six profeaslonal eg¢onomists,

Seven finencial writers for London
papers,

Threae lawyers.
Officlels of the Stock Exchange.

Offiecisala of the British Inlend
Revenue Service.

Members of the American foreign
gervice and individuvals.
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Amsterdeam -

Two firms of brokers.

Five Dmtch banksa,

Fivae Dutch privete benking firms.
Five Administration offlces,

Editors of 'the leading Dutch
flnancial papers.

Two branch offices of Amerlcan
brokerage lrms.

Two lawyers.
Orficiala of the Stock Exchangme,

Members of the American foreign
gervice and private ilnvestors.

Bruasels -
One Belgian banlk,
Twe bresnch offlces of American banks.
One lawyer.

Members of the Amerlcan foralgn
gervice, '

Luxembourg -

Kembers of the American foreign
service, benksrs and officials of
the Duchy. )

Beale =

Officials of the Bank of International
Settlementa, '

Two Swiss banks.
One Americsn banking agency.

Members of the Amerlean forelgn service.



Zurich =
Four Bwlas beanks.
Two Swiaz private banking flrms.,
One American banXing asentsy.
One lowyer.

Qfficialz of the Steck Exchange.

Memoers of the American forelign
service,

. Paria =
Two French banlka,

Three French private banking firms,

Ona fim™mm of bhrokers.

Thiree branch offices of Amsriecan banka.

Two branch offices oif American
brokerage housea,

Two American banking agencies,
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Two lawyera,
Two Cinanclal editors of Paria papers.

The WMinlater of Finanee of ths
French Government,

Officials of the French f[l=c.
Officials of the Stock Exchange.

Memoers of the Awmerlcan foreisn service,
private 1lnveators and Induwatrlalats,

In additlion, the feollowing published information
waa examined:
American Forelgn Invesat-
menta ~ Robert W, Dunn

How the 5tTock Market

Really Vorks = W, Collin Brooks
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The English Capltel Market - P, Lavington

Stoeck Merket Forces - T, ¥N.H. Craudwell
grnnd Sir Ellis A, Ellis-
Griffieth

Wall Street and Leombard 3t. Franasla %W, Hirst

Stock liarket Control 20th Century Fund

20th Century Fund

Ths Security Markets

The Boolk of The Stock
Exchenge

¥, B, Armstrong
5tocks and Sharea

Hartley Withers

Tha Heport on Finence &
Industry Presented to Parliament by the
Maemlllan Committes

4 Study of the Capltal
Markst in Post-itar Briltain = A.T.K, Grant

Rulea and Hegulatlons of the
London, Amsterdsm, Zurich, and Parls
Stock Exchanges.

The Poris Bourse - H. Merle Cochren
History of the Parls Bowase - Vidal
Americats Sfake in

Internationanl Investments - Brockingzs Inatitution
Forelgn Inveatments in the

United States = Uu3, Dept. of Commearce
Surveay of Current Busineas - 3,8, Dapt. of Conmerce

Statistics of Capltal Movementa
between the United Statea
and Foreign Countries -~ F.3. Treasury Dent.
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