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REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

FRIDAY, JULY 15, 1021,

UNiTep STATES SENATE,
ComMITTEE ON FINANCE
Washington, D.c.

The committee met, pursuant to adjournment, at 10.30 o’clock
a. m, in room 312, Senate Office Building, Senator Boies Penrose
presiding. ' :

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Dillingham, Watson, Sutherland, Simmons, Reed, and
. Williams. ) ,

Present also Hon, Andrew W. Mellon, Se-retary of the Treasury;
Hon. Elliot Wadsworth, Assistant Secretary of the Treasury;
and John B. Walker, Esq., chief of the legislativc Jdrafting service
of the Senate. . ,

The CHamrMAN, The committee will come to order, the hour of
. 10.30 having arrived. The Secretary of the Treasury is present and
also the Assistant Secretary, at the special request of Senator La
tIi‘)ollette, to respond to certain inquiries which are to be submitted to

em.

Mr. Secretary, pending the arrival of Senator La Follette; have
- . you anything particular to add to your statement of yesterday?

Secretary MertoN. I do not know of an?ything. WVere there any
other requests that Senator La Follette left'

Mr. Wabsworta. He did not read his request. .

Secx('ie;:ary MevroN, Was there any further information that he
wanted

Mr. WapsworTH. There was an inquiry on the reported loan by
England to the Argentine. He had not reached that matter yester- .

day.

gecretary MELLoN. I believe Senator Reed asked about that at the
last session, ‘ . .

Mr. Wapsworta, Senator L.a Follette wrote a letter in which he
said that he was going to ask questions ahout that. )

The CHamMAN. The committee is informed that this being Cabi-
net day the Secretary can not remain here any great length of time,
Senator Simmons, did you have any further inquiries you desired
tolsnbmit to the Secretary of the Treasury concerning this proposed
bill¢

Senator Smmons. Mr. Secretary, I just wanted to ask you if there
has been any suggestion made on the part of our foreign debtors
that they be allowed to discharge their indebtedness by turning over
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56 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

to us ?the bonds of Germany that may be taken for reparation pur-
poses

Secretary MELLON. No; there have been no such requests by any
country.

Scnator Simmons. Has there been, within your knowledge, any
discussion of that subject between oflicials of this Government anel
officials of the foreign Governments?

Secretary MeLLoN. No; not so far as I know.

The CaAIRMAN, That is, during your term of office?

Secretary MeLLoN. During my term of office.

The CiuamrvaN. You can not answer as to what occurred prior
to that?

Secretary MEeLLoN. Noj certainly not.

fS(;imtor Simmoxs, I was only asking with reference to his term
of office.

Senator LA Forrerre. If the information is in the files and he has
seen it, he can answer the question.

The Cuamman., We have all heard of well-defined rumors of such
action being contemplated years ago. ‘

Senator SimaoNs, No; we have not heard of such action being con-
templated. We have heard that some suggestions were made by
foreign Governments. There is absolutely nothing, Mr, Chairman,
in any of the correspondence that has been read or any of the evi-
dence that I have heard that this Government at any time through
any administration had contemplated any such arrangement.

Secretary Mertox. No; there has been no such suggestion, and
there has been nothing contemplated in that direction.

Senator Smoor. Mr. Secretary, a statement was made on the floor
of the Senate yesterday that some of the foreign Governments were
ready and have offered to pay their interest, but the Treasury of
the United States would not take it. Do yonu know of any such
Government ¢

Secretary MEeLLoN, No. :

Senator Smoor. You would be perfectly willing to take anything
that they were willing to pay?

Secretary MeLLoN, Yes.

Senator Siyvons. Mr. Secretary, I want to ask you one or two -
other questions and then I shall not trouble you any further. There
has been, as Senator Smoot has just suggested, a good deal of dis-
cussion with reference to the interest upon our foreign debt——that is,
in the first place, whether it was proposed to defer payment of in-
terest already accrued; and, in the second place, if it is contemplated
in any arrangement for extension that there shall be also an extension
of current intercst. In other words. a distinction has been made in
the discussion with reference to accrued intevest and current interest,
or interest accruing after the adjustment is made. I wish you would
explain whether in your thought with reference to this matter there
is any purpose to extend time for payment of an interest that may
accrue after this adjustment is made.

Secretary MeLLoN, The accrued interest, as stated by the former
Secretary of ‘the Treasury, had been considered in the negotiations,
and there was an understanding with these foreign Governments
that that interest would be deferred. That is fully set forth in Mr.
Houston’s report. For current interest, or interest arising since
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then, there has been no request, nor any consideration given to any
uestion of further deferring the payment of these debts. But it is
likely that with some .of these (overnments there will be a necessity
to defer interest payments. There will be cases where it will be ut-
terly impossible for the particular Government to mect the current
rates, and in those cases it will be necessary to work out the best
arrangement for the future payment of interest that can be made
under these circumstances. )

Senator Stmymons, Then, you think there might be some case in
which it would be necessary to defer the pnyment of future interest?

Secretary MrLroN. 1 believe so. :

Senator SrmmoNs, There was a communication from London—I
do not now recall just how that communication was received—

Senator Saoor, It was a newspaper report.

Senator Smmons. *Yes; a newspaper report, indicating that there
was a rumor afloat in that city that negotiations were going on look-
ingeto the postponement of interest for 15 years.

Secretary MELLoN. That is not official in any way.

Senator Simmons. Has it come otherwise?

Se.retary MeLLoN. No; T have no knowledge of it.

Senator Stumons, Have you in mind deferring the payment of
current interest on the indebtedness of Great Britain and France?
Do you think there would be any necessity of deferring that in-
terest, and are you considering that in connection with any refund-
ingscheme? ) ) L

Secretary MELLoN. It has not been given consideration, because
the question has not come up at all.

Senator Simmons, But, Mr. Secretary, you are asking us to give
you very broad powers, and there are some Senators who feel that
they should know, to some extent, what is in your mind with refer-
ence to fundamental questions of that character. .o

Secretary MeLroN. It is pretty hard to answer without knowing
the conditions or the reasons that might be presented. There might
be some substantial reason why certain interest should be further
deferred. I do not know. '

Senator SiMmMons. Yes; you said a little while ago that might be
with reference. to some of these Governments, but T am asking now
with reference to Great Britain. I named that country first, and,
then, after you have answered that, I intended to ask you with
reference to France. . ‘

Secretary MeLLoN, Of course, the rate of exchange has a great
deal to do with that question, and the problem changes with the
dollar at a very high preminum. There might be a reason why con-
sideration should be given to further extension of that interest,.and
it might be that the interest of this Government, as well as to the
country, would require a further extension. ' .

Senator SiMMoNs, So you think it is probable at least that it
would be wise from the standpoint of public policy?

Secretary MeLLoN. I would not say probable. You asked me
whether the situation might arise where there should be consider-
ation given to a request to further defer interest. If the rate of -
exchange should be at an extreme point where it would be a penalty
to that Government to make immediate payment, it would be aguninst
the interest of this Government to insist on it, because if the pay-
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ment should be enforced it would still aggravate the exchange situ-
ation, and the exchange sitnation, where the dollar is at a high
gremlum or where the pound sterling, say, of Great Britain, is

epreciated, makes it that much more difficult for trade with this
country. fn other words, it is that much of an embargo against
the exﬁortmg of commodities from this country. So it might
be to the interest of this Government to defer the payment of in-
terest in order not to aggravate that situation.

Senator Simmoxns, Then, Mr. Secretary, you are, in conrection
with this refunding proposition, considering the question of whether
we should not defer the ‘}mvment of future interests?

Secretary MeLroN. Well, there has not been anything as yet to
consider. The question has not arisen and it may not arise. It de-
pends on the conditions. These settlements will take a little time and
the rate of exchange is fluctuating. I understood some little time
ago—1 have heard nothing since on the situation—that the British

overnment was preparing to puﬁr their interest. I have heard
nothing to the contrar and there has been no request or intimation
that any request would come, and there may not be any. I only
spoke of that situation as something that might arise. :

Senator Simmons. Taking the conditions that exist now, if you
were making the settlement to-day would you think it wise to defer
the interest upon the obligations due us by the British Government?

Secretary MeLLoN. I do not think it would be wise to defer the
interest if they were in a position to make the payment.

Senator Simoxs. If they were to ask for a deferment, would you,
under the present conditions and in your preseut frame of mind feel
like granting it?

Secretary MeLrow. It is difficult to answer that question. I doubt
whether there would be occasion at the present rate of exchange with
Great Britain, under the present situation, to defer the interest.

Senator Simmons, I did not catch your answer.

Secretary MeLLoN, I say I do not think there would be occasion
in the present situation to defer that interest.

Senator Simmons. Mr. Secretary, surpose Great Britain came and
urged upon you the postponement of this payment of interest, under
the present conditions would you grant it?p : ,

Secretary MeLLoN, It would depend on the reasons and the ex-
igency that occasioned the request.

Senator §Moor. You are speaking now of accrued interest?

Secretary MeLLON. No; current interest, :

Senator StMmons. Suppose you had this power now, that we were
to give it to you to-day, and to-morrow ‘y;ou were sitting down with
the officials of Great Britain making this refunding contract and
Great Britain should ask and insist upon deferring the current in-
terest hereafter to accrue. Would you grant that request?

Secretary MeLroN. I doubt whether it would be granted, but I
could not say that there might not be substantial reasons given, some
exigency existing, or some reason that should be considered. It is

difficult to answer. .
* Senator Simmons, Taking the reasons that you know might be
ulx;geg, a?nd probably would be urged, what would be your feeling
about it
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Secretary MeLLoN. They have not asked; I do not believe they are
gomg to ask; and I do not believe that the question is going to arise,

ut there always is a possibility of the question arising, and it is
difficult to decide questions in advance without knowing the cir-
cumstances.

Senator WarsoN. But from anything you now know there is no
reason why the payment should be deferred, is there, Mr. Secretary ?

Secretary MrLLoN. None.

Senator Smoor. Let me read a dispatch from London that was put
into the record l3‘ve>,sterdav, and then ask you a question or two about
it. The dispatch from London is as follows: '

There was a further improvement yesterday in the currencles of the prineipal
aliied countries. The American rate for the pound sterling rose 13 cents,
Although there was an absence of German buying of dollars, on account of
reparation yesterday, the improvement in sterling was not due to it; it was
attributed, in part, to the announcement cabled from New York that an agree-
ment had been reached for portponing for 13 years payment of interest on the
allied debts to the United States Government,

Secretary MeLroN, That is totally unfounded, so far as any knowi-
edge of the Treasury Department or myself is concerned.

Senator Smoor. Could you imagine a case where you would
promise England that you would defer payment for 15 years?

Secretary MeLLON, No.

The CHairmaN, Is the matter worthy of attention on a hot day
like this? )

Senator Smoor. Yes.

The CHAIRMAN. Jt does not appear so to me. :

. Senator Smoor. You will hear about it on the floor of the Senate
and you will find out whether it is worthy of attention or not.

Senator Srymons. There is a very decided feeling in the Senate,
Mr. Chairman, and I have heard it expressed. _

Senator Smoor. Senator Borah says it will have to be explained
before he will allow the bill to pass on the floor of the Senate.

Secretary MeLLoON. We can not be responsible for unfounded state-
ments;

Senator WiLLtams. Who was the author of that information ?

Senator Sxaoor. This is a cable, as it says here, from London.

Elen?ator WiLLiams., It does not say to whom or from whom; just n
cable

Senator Smoor. I think Senator Borah said it was an Associated
Press dispatcll. I think he said that when he first called attention
to it.

Senator Watson. I think that the Secretary ought to categorically
answer the questions now. .

Senator Smoot. Now, let us get at this thing, because it was said
yesterday that no Secretary would ever promise or agree to any such
proposition. A :

Secretary MeLLoN. There is no question about that. I mean that
you are right in that statement. .

Senator Smoor. It is totally unfounded, so far as anything from
the Treausry Department is concerned ¢
" Secretary MeLLoN. Absolutely so. .

Senator Smoor. Could you conceive of any condition where, if
England came here and asked in the refunding debt, that the in-



60 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

terest be extended for 15 years, that any Sccretary would think
favorably of such a thing?

Secretary MeLLoN. 1 think it is not conceivable.

Senator Simmons, Mr. Secretary. I had been asking you, when I
was interrupted, only about the British obligations, and you have
answered as to them. Now, will you tell me your fecling about the
French and the Italian obligations?

Secretary MeLLoN. In what way?

Senator Simmons. I desired to present the same questions to you
with reference to those that I did with reference to the obligations
of Great Britain, If they should come and ask you, in this settle-
ment, to allow a postponement of current interest for some time in
the future; knowing what you do about their situation, would you

. grant such a request if you were called upon to act?

Secretary MeLLoN, It would have to have some substantial reason

that I do not know of now. The same answer would apply to those
countries that I gave for Great Britain.
- Senator SraMons. But if in the case of either of those countries,
Great Britain, France, or Italy, they were to present to you reasons
that appealed to you why the current interest should be postponed,
you W(?)uld give that serious consideration? That is what you mean
to sa

Segretary MevroN. Any favorable consideration that would be
given would be wholly based on the best interests of our own Govern-
ment,

Senator Sryaons. Oh, I understand that; but the question I
wanted to ask is: Do you think you could and ‘would give serious
favorable consideration to that suggestion from either France,
Italy, or Great Britain?

* Ssecretary MerrLox, I do not think so from all that I know now.

Senator Smocr, Mr. Secretary, do you have any idea from what
source that information came that the London Times published ?

Secretary MeLLoN. I have not the remotest idea.,

Senator Smoor. Has there been any publication in the United
States to the same effect?

Secretary Merrox. I have not seen any. ,

Mr. Wapsworra. May I say, Mr. Chairman, that such a statement
did appear in the Journal of Commerce'of New York on the front
page, that an agreement to postpone interest for 15 years had been
arrived at and that the papers were on their way to England to be
considered there. ‘

The CnaryaN, What was the date of that issue?

Myr. Wansworrit, 1 have not the exact date. I have the clipping
in my office. :

The Cratryrax. Will you kindly send it to the committec?

Mr. Wabpsworri, I shall do so, '

Senator La Fovrgrre. Do you remember whether the statement
said that the agreement had been reached with the Treasury officials?

Mr. Wapsworrn, Yes; it stated that a tentative agreement with
the Treasury officials had been reached. .

Senator La ForLerTe, Or was it a tentative inquiry and a passing
of messages between the Morgan interests and Great Britain to as-
certain whether or not such an arrangement would be acceptable?
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Mr. WapsworrH, It was a very definite statement that there had
been a tentative agreement reached here with the officials,

Senator Smoor. What have you done about it, Mr. Wadsworth?

Mr. WapsworrH. I telegraphed at once to the paper, asking by
what authority they had published it. They telegraphed to their
representative here. whose name I have forgotten, and he telegraphed
back to them that he had gotten his information from Congressman
Tinkham as the result of u conversation with me.

Senator La ForLerre. A conversation that Congressman Tinkham
had had with you? :

Mr. WanswortH. Yes; about six weeks before. They sent the man
to see me and that was all that he could say. that he had picced two
and three together and made five, and that Congressman Tinkham
had told him that the interest was to be deferred for 15 years and
so he had printed that article.

Senator WarsoN. Of course. you never had any conversation with
Congressman Tinkham of that kind? :

Mr. WabswortH. T had a discussion with Congressman Tinkham
about this whole situation. but there was nothing said in our dis-
cussion about an extension of 15 years.

Senator Smoour. Have you denied the article to the Journal of
Commerce ? '

Mr. Wapsworrir. No  So many articles were coming out at that
time with respect to all kinds of plans for exchanee in bonds, ete.,
that we, adopte | the policy of saying constantly that the Treasury
has no plan at the present time. 'We could not go on denying every
scheme that was suggested. ,

Senator Smoor. But there was nothing in your mind and there

“was no word spoken by you that would lead anyone to believe that

that was the program on the part of the Treasury Department?

Mr. WapswortH, Not the slightest.

Senator WarsoN. Mr. Secretary, you stated, a while ago, that, so
far as you knew, there was no proposition at this time to defer

_ interest.

Secretary MeLroN. None whatever.

Senator WarsoN. Do you know of any proposition coming to any
department of the Government or made by any department of the
Government to anybody representing in an official capacity any of
these foreign (Governments?

Secretary MeLrLoN. None whatever, and this conversation with
the Congressman is all news to me now. I id not know of it.

Senator Simmons. Mr, Secretary, I want to ask you anothér
question.

The CramMaN, The Chair is informed that Senator La Follette
wants to make a brief statement to the'committee before leaving.

Senator La ForLerre. I simply desire to be on the floor at 11
o'clock this morning. As the Senate is now in session, I shall have
to withdraw. If the committee is going to procced, I would like to
kng)w t?vhat time the committee will meet again to take up this
subject

he CraRMAN, Would you desire to have the Secretary of the
Trea(siur?v present again, Senator La Follette, or wouid his assist- -
ants do
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Senator La FoLrerte. If I can get the information I desire from
the assistants, I would like to save the Secretary the trouble of
coming here. .

Secretary MeLLoN. It is perfectly agreeable to me to come again.

The CHairmaN. It is not a question of trouble; but he is a very
busy man. ~ .

. Senator La FoLLerre. We might have a session at which the as-
sistants could be present and see what the developments are, and if
it is necessary to call the Secretary, we could do that.

Secretary Merron. May I say this: This is important, and I am
ready to come at any time.

The CuHairmaN. If the knowledge is in the particular jurisdiction
-of your assistants, Mr, Secretary, there would be no need of your
being here until the assistants are exhausted.

Senator LA Forrerre. Yes; that occurred to me.

}Sem(tltor Snynrons, I think the Secretary had better come back an-
other day.

Senato)x" WarsoN, Why could not he come on Monday?

The CrairmaN. He is entirely willing to do so.

Senator Syoor. Why not have him come to-morrow and spend the
entire day in cleaning this thing up?

Secretary MeLLoN, I had made an engagement away from Wash-
ington for to-morrow.

The CuairmaN. Will you be here Monday ¢

Secretary MeLLon, It will be perfectly satisfactory for me to be
here Monday.

The CHalrMAN, Then, when we adjourn we will take an adjourn-
ment to meet at 10.30 on Monday for.the purpose of having the Sec-
retary before us.

Senator DirrineHam, Mr. Chairman, the Secretary was in the
midst of a statement called out by the remark of the Assistant Secre-
targ when he was interrupted. I hope he will be able to complete it.

ecretary MeLLoN, No. I said that this matter of the conversation
between the Congressman and the Assistant Secretary was some--
thing that I had just now learned of.

Mr. WapsworrH, I did not trouble you about it. Mr. Secretary,
because there were so many newspaper articles and newspaper in-
terviews, etc.; I just straightened it out as we went along. :

Senator WarsoN, Mr. Secretary, if this power asked for in this
bill is granted to you, you expect at once to proceed, as far as possible
without ipternational complications, to collect the interest accrued.
-and aceruing and to refund the debts and see that our money is paid?

Secretary Merro~. That is my understanding of my duty in the.
matter.

Senator SrMaons. Mr, Secretary, I want to ask you one more
-question. I think it is perfectly natural that we should all want to
‘know. as far as we can, what will likely result in the matter of these
settlements in case you are given this authority ; and, therefore, it is
important for us to know, I think, not only what is in your mind,
‘but what is in the minds of other great interests in this country that
‘are naturally interested in this settlement. I want to ask you, not
with any view of prying into things that I ought not to know or
from curiosity, but with a view to ascertaining what are the in-.
fluences that may likely be expected to be exerted for the purpose of
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securing a postponement, not only of a payment of the principal,
but of the current interest. Is there any movement, so far as has
. been brought to your official or personal knowledge, among the
leading financiers or bankers of the country to exert an influence, so
far as they can, to secure an arrangement by which this interest pay-
ment will be postponed ¢ '

Secretary MeLLoN. I.know of no such movement, and there has
been no intimation to me from any financial interest in that regard.
No one has suggested it to me, and there has been no suggestion or
intimation or thought about it in the administration. It is known
that these debts are owing and they will be ready to meet their in-
terest ; or if they are not ready to meet their interest, they will have
to give substantial argument for any postponement. There has
been no intimation that any of these governments have an intention
of requesting further deferment of the interest. We know that there
are a number of the smaller governments that are not going to be in
a position to meet their interest. We know that from our knowledge
of their financial condition.

Senator SimMons. Then, as I understand you, upon that question
you have an open mind? That is, you would prefer to get the in-
terest if you can, but if conditions develop, or are brought to your
attention, that in your judgment make it wise, from the standpoint
of the interest of this country as well as our allies, to postpone, you
might bz moved to consent to that?

Secretary MELLON. There is that possibility. .

Senator Watson. Take, for instance, the obligations held by the
United States Grain Corporation. Those obligations are to be col-
lected, if at all, through the Treasury, are they not? '

" Secretary MeLLON. Yes. Some portion has been paid.

Senator WatsoN. For instance, Armenia owes $8,931,000 which
was due on the 30th day of June.

Secretary MELLON. Yes. .
hSen?ator Wartson. There is no way you can collect that now, is
there

" Secretary MeLLoN. I do not know of any way.

Senator Watson. That is to say, you are bound to deal with it as
the circumstances compel you to deal with it?

Secretary MELLON, Yes.

Mr. WapswortH. I think there is no government of Armenia at
the present time with a'mail address.

Senator WaTtsoN. Precisely; but the question is under discussion
as to whether or not we shall collect the interest. .

The CuairMaN. When was this money advanced to Armenia?

Secretary MeLLoN, That was the food relief proposition.

The CuairMaN, But what was the date of it? Was it a year ago?.

Senator Smoor. It was in 1918, I think.

Senator Reep. Have we something purporting to be an obligation
from the Armenian Government for $8,000,000% '

Mr. WabsworTH, Yes; we have,

Senator Reep. Was there some kind of a government then in
-existence in Armenia to make that obligation?

Mr. Wapsworra. I think so.

Senator Reep. What has become of that Government? You say
there is none now having a mail address.
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Mr. Wapsworra. There is a good deal of unsettlement in Asia
Minor at the present time and the bolsheviks and the Turkish na-
tionalists and other are fighting over that area. It is very difficult
to communicate with them.

Senator Reep. Are Russia and Turkey fighting in Armenia now?
You say “bolsheviks.” I suppose you mean Russia ?

Mr. WanswontH, Yes,

The Cuamman, Ought we not to have the Secretary of State
present before the committee to illuminate somne of these subjects?

Senator WatsoN. Here is Poland, Mr, Secretary. JPoland in-
curred obligations to us through the United States Grair Corpora-
tion, beginning December 1, 1919, running up until July 13, 1920,
of some $24,000,000, carrying 5 per cent interest. That was due on
the 30th of June, 1921%

Secretary MeLLoN. Yes.

Senator WarsoN. Has any kind of a proposition been advanced for
the collection of that money ¢

Secretary MeLLoN. None. o

Senator Smoor. Well, they could not pay it?

Secretary MEeLLoN. No. I believe, Mr. Wadsworth, that those
United States Grain Corporation claims are being looked after now
by the Department of Commerce.

Mr. WabswortH. Noj; they are still held by the Grain Corporation.

Senator Reep. I would like to inquire, Mr. Chairman, if we are
going on? The second bell has already rung.

The Cramrman, That is for the pleasure of the committee. If
we are going to make quorums in the Senate we will never get
through with the consideration of these overwhelmingly important
measures,

Senator Smmons. As the Secretary is coming back Mon-ay, and
we are going to vote at 3 o’clock on the question before the Senate,
I think most of us would like to be over there.

The Cuamman, Of course, we have the Sweet bill yet before us
for consideration,
b‘]?enator Smoor. I want to-morrow morning, then, on the Sweet

ill. :

Senator WarsoN. I move that the committee adjourn until to-
morrow morning at 10.30.

The CHairMaN. It is enticely for the committee to determine,

Senator Smoor. I move that the committee adjourn until to-
morrow at 10.30,

- The CnammaN, The motion is carried.

(Thereupon, at 11.30 o’clo:k a. m, the committee adjourned to

meet at 10.30 o’clock a. m., Saturday, J’uly 16, 1921.)




