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following a mesting of June 14, 1949, at this offiee,
attended by representatives of interested deperiments (see memo-
rapdum of June 24, 1949), a cable was sent frem the Department of
the Army to the Supreme Commander Allled FPowers, &8 per the text
enclesed in thet memorandum,. Reply was received from S5CAP calling
attention to lew No, 00, promulgated by the Japanese Governmentd,
on Warch 15, 1343, relating to the treatment of forelpn bonds.
Under this law the Japanese Goverament assumed all the foreign
assgets and liabilities of its enterprises ad citlgens. In effect
this relessed Japancse entitles having dellsr bonds ouwtstanding
fran further liatilities +o holdears of such boodsa. There are
zeveral mertgage bonds of Japapese utllity compenies which were
izgued in the United States md are =2till cutstanding in the hanis
of 7. 5. investors. SCAP further pointed oui that thils law has oot
heen rescinded.

GeEstlon as to the effect of this law upon the problem of
resuming trading in Japanese ascurities has been infeormally discussad
wlth representatives of the State Depariment and the Depariment of
the Argy. Discuszions have also been held wlth representatives of
- the Bew York Stock Exchunpe who are inclined to tale the position
that this law might be recognlsed, md that dealings should be re-
sumed only in bomds of Japenese Govermment origin., Under this policy,
bonds of private Japanese origin weuld not be dealt in, and thi=z
would imply the compllance of the United States in the unilsteral
agtion of the Japanese Government in voiding thess bonds, The Forelgn
Bandholders Protective Council, on the other hand, with vhom dis-—
cusszlions have also been held, take the opposite vlew and insist that
this Goverment shemld not recopnize the wnilateral acticn of any
Covernment which volds a contract on an internationdl obhligation.

Recently, the chal rman of the Forelpn Business Cammitiee of
the Asscclation of Stock Ixchinge Firma hus called upon me to ilnguire
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a5 Lo the progress which wAs being made with respect to the re-—
sumptiop of dealing in Japanese securitles. He advised me that
it is his umierstanding that 2 recent Jepsnese law has made
Prewar Japanese deollar bonds ellglble as legal reserves for

banks, insurance companies, and other instltudions in Japan,

He ia a member of the flrm of Carl M, Leebk, Shotdes & Co., which
has received an order to purchsase sz quantity of prewer Japzpese
bonds from & U. 5. fimeneial ipstlituliion having & branch in Japap,
ahich wlshes to take zdvantage of this law, I have conveyved the
purport of this discussion to the 3tate Department and have had

g further conferenws with representatives of the Department az to
how progress might be mede in this egtire matter. We zgreod that
a furthsr cable should be sent to SCLF inquiring as to the feasi-
bility of rescinding Public Iaw No. &0 of the Jepanese Government,
dand to the f£iling with the Camrlssion of information requlred
wnder the Securities Exchange Act, so that trading might be resumed.

I am alago advlzed that tieDepartment of the Armmy has
already cabled to SCAP ipguiring as to the valldity of rumers to
the effect that the Japaneses Government 15 considering an offer
of exchinge to the holders of oubstunding dellar and sterling bouds.
This develomment world alse have a bearing upon decisions as to ths
timing of the resumption of dealings in Japanese dellap honds.

When avswers hiave baen recelved from these cables, it is
expected that a further conferencs will be held with the interasted
povernment depsriments, as well a2z with the New York Stock Exchange
representatives, the Forelgn Bondholders Proteotive Comnecil, and
representatives of trustees under the bond i=maues. .

cc Mr. Loss



