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May 16, 1944

The Committee ob internstionsl securities transasctions and foreign in-
vestrent desigonated Wy the Commisaion beld & neeting on Wadnesday May 10,
1944, On the mpgenda of the peeting were the following topica:

1. Toe extent of the Commission®s interest in foreign fipancing wlth
particular respect to the edmindstration of the Securities Act of 1933.

2. The responsibilities of the Commissicn under the Securities & Ex-
change Act of 1934 to insure against the sale or transfer throupgh the se-
curitles markets under its jurisdietion of securities expropristed by the

eneny, essuming 8 terminetion of the Foreaipgn Funds Control, end particuler—
1y geperal ruling 5 thereof, upon the cessation of hostilities.

A though the sscond of these tomics was described and explained there
wes opportunity for Little discuasion of it in view of the number of prob-
leme whlch the explorstion of the first topic appesred to develop, Saveral
sugpested approaches to .the problems presented by tople 2 were, however,
meniioneds

{a} A rule to limit seles of seclrities of U.S5. as well as forelgn issue,
initinted from shroed except (i) securities held in the U.5., and to be de-
livered sgainst such seles and {1i) securities situsted ocutside the U,5. to
which are attached sffadevits evidencing clear title to the gecurities, and
that they have not been in the poseession of the enemy.

{b} Cancellation of &ll outstanding U.S. securities held abroad, and
the reisauance of them uwpen a showing eof clear title and that the bensfic-
iary of the sale was a non—-enemy.

The definition of terms and determinetlon of title would need to de-
pend in larpe part upon the policies adopted by the Inter-Allled Cormission
on restlitution and reperaticn. The reguleticn of securities tranefera should
he g part of such policies, it was recognized.

The sommitise, howsver, did not discuss either the Commission's present
powers with respect to suck metters or what recommerndatlons to make to the
Commlesion in the adminlstraticn of thess powers, or any additional lagis-
letiorn thet may he necessary for the saffectuation of tlie progrem.

The meeting was primarily devoted to a discuasion of the first tople
above mentioned. The commltiee was appriped’ of the present status of the
praposed Internaticnsal Stabilizetion Fund, and U.N. Bank for Reconsiruction
and Development, the provizicms of fthese proposels and thelr relevance to
the Commisgionts field of jurisdiction. As te¢ the Fund it waes recognized
that there wes s general interest in the stabilizetion of forelgm exchenge
rates as a reduction in the rick of foreign iavestments bui that the Com-
mission would not appear to have a dirsct intersst in the particulars of
whatevar errangement to this end iz achieved. As to the proposed Dank,
howevar, thers are a number of aspests which mlght be affectad by Coomis-
slon policy as to the reglstration of foreign securities isesues; snd con-
versely decisions as to certein functicns and metheds of the Bank would
raquire consideratlon of the Commisslen's mctivities, The committee was
advieged that these mutual consideratlons hed been brought before the 7.8,
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Tachnical commitiee ond several foreign delepgations in dlscussions of the
proposed Bank, and that there was complete understanding of the genoral
provisions of U.S. law applieable to the offarirg of securities in the (LS.
capital markets, and ss to the reaponsibilities of the proposed Bank in
guaranteeing or particlpating in securities offered by private underwriters.
Further, toat the matter of raglstration by the U.N. Bsnk itself had baen
broached with the present understanding thet this wmag & matter which would
be entlrely up te thie Commlssior to determine.

As the Bark proposal provides among other thingas that loans shall only
be mada to raisze the produotivity of the borrowing country end only after
a gonpetent commltiee has studied the merite of the project or program it
may well be thet considerable reliance could be placed upon any investigetion
which the Commlssion might have conducted in conjunction with registretion,
Thies bacomes even more probable in view of & further condltion on the Bank'e
activities, to wit, that no loans would be made by 1t 1f funds are aveilable
from other ssurces on reasansble terms, The implicationg of this condition
night well be that prier to making or even guaranteeing loans a regisiration
epplication wodd have been filed by an issusr or a private wnderwriter, It
would thus seem that in the event thet the lsan is fipally made by the Bank
the reglatraticn data wlll be avallable. Whether the Bank would rely upon
or could rely upon suck data without further investipation on its owp part
would depend largely upon the requirements for regietration snd the amount
of investigation which had been made in connection with it.

The committes made an initlel divieion in its discussion of foreign
investments as betwesen (&) loans mads to Fforeign govertments for general
purpeses and, (b) loans to or investments In private foreign emterprises.
In the course of discussion 1t sppemared that this division might not ba
quite preclse. Foreign govermments, for example, might borrow fumds for
particuler projects .and.some governments such as the 0.5.5.R. would he the
only agency Tor borrewlng funds for projecta which elsewhnre woudld devalve
upon prlvate enterprises. On the eother hand loans mede or guarantesd by
the proposed Bank to foreign privete enterprises would requira the gusran-
tee of the borrowing government. Thersefore, in considering the extent of
the informetlon which the Commisgion might reguire in eounection with reg-
latration it waz not entlirely elesr whother the above division would hold.
The requirements for forelpgn governmepts are ineluded ip Schedule B of the
Seourities Act, whersas, foreipn privets enterpriszes aTe required to file
Registration Form A-%. Thers ls considerable differsnce between these two
Tequirsnents,.

Another division of the sublect as sffecting the Commisalon's poilcy
was stated es (&) the reglstration functiocn in cemnecticn with dieclosure
to publie investors snd (b) thke value and use of registration information
in tbhe formetlon of forelgn trede policy and in relation to pationsl secur-
ity considerstions. A4e to the first there wase considsreble guestion on the
part of some of the committese whether the mers filing of the information
and the certification by some foreipn accountant would constitute e suf-
ficient safeguard for public immeztors particularly in view of the uncertain
economle conditions thet would probably preveil sbroed for some years after
the war, It was the feeling of scme of the-members of the committes that
certainly with respect to financing for foreign private concerns coneidersbly
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mere {irst—hand inspection and investlgaticn by the Commissicnts staff
would be wmrranted thap has been pragticed heretefore or even than is

made of domestic financing for the most part. As to borrowings by forelgn
governments for specific profects this feeling wes also entertained by the
‘comuittee. The horrowlng by foreign govermmerta for general turpoeses, how-
ever, was & metter which ralsed questione which dild not appeer to the com-
mitteatgauld be met by recommending inereesed inveatigatory or supervisory
activity.

The Interests of the State Department would 1lkewlse seem to point to
an ineresase in the amount of first hand investigation by the Commission's
gtaff. Certein offlcialz of the Depariment heve from time to tlme complained
thot they haove not been sided in reeching policy decisions on propoged fin-
enging by the repglstretion process of the Commizgion. Their trouble aeems
to be that the Commlssion merely requires a disclosurs of the purpoaes of
the projecte and other sweh items but furnishes them with no information
upon the soundress of the project or the charscter of the persons associated
with it upen which they might reach & policy decision. A memorendum pre-
pared by & member of the Comdceion's staff snd & representative of the Stote
Department has suggested. tkat a more workable procedure be lnstituted wheraby
the Commlssion would be in a position to ect in an advisory capecity to the
Department, The committee recognlzed that to carry ocul such & program would
raquire conalderable revision of the procedurses so far adopted. The commit—
tes felt that the Commlssion should be consulted as to the amount of respon-
galrllity wnoich it would be prepared to undertake and that s pollcy in this
respect ahould be formulated prier to any further discussions with the Siate
Department.

The committee erlpo wes cognlzant of the llmitation of the Securlitles

Act In reappet af its waelfulness to the formaticon of intertwtionsl policy

by reagon of the exemption from regletration of crivate placements, It
vagd the geunersel fealing of the committes that if the Commission was in-
¢lined actively to cooperste with the State Depertrent by means of the
ragistration instrument 1t would be important to provide for the regls-
traticn with the Commipsion of all forelgn loans and investments whether
publicly offered or not. This it was felt wes & matier which elso should
be discussed with the Commission prior o discussion with the State Depart—
ment or to the deafting of legislation,

falter ¢, Louchhelm, Jr.



