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1. Postwar Revival of Gold Sypprt from ^he Philippines

The Philinpine Government announced in February 5 19^?i that it would permit 
free export and uncontrolled sales of gold in the world markets as soon as re­ 
covery of the industry permitted exports, It was further reported that export 
licenses, which might, bs discontinued at any time, would be required for all 
gold shipments. Mining concerns had everted pressure, arguing the.t export 
sales at the world market price would yield foreign exchange so pay for imports 
and aid the rehabilitation of the gold mining industry, and that gold was not 
needed for the Government's currency reserve because the reserve consists of 
U.S. dollars. At that time it was state! in the press that $'40 per ounce 
would permit profitable operations for many producers who at present operating 
costs would scarcely break e-;en at the official price of $35 per ounce. Gold 
mining has been an important Philippine industry; before the war it gave direct 
employment to more than 3?i°00 men, and indirectly benefited others who 
serviced the mines.

A June newspaper report stated that $300,000 of gold bullion produced in 
the Philippines was being consigned to London. The report indicated thai 
this gold was to be sold through London on the free market against dollars at 
an expected price of $38.50 to $39.00 per ounce. A later report stated that 
$400,000 of the Atok Gold Mining Company's March-June, 1^7, production was 
being sold in London, and $100,000 of its output to the Par East olack market.

2. The Fund's Ruling en Gold E::port at a Prem.Mim 
and .Subsequent Developments in_t3\j Phillpp_ip.e.3

On June 18, the International Monetary Pand issued its rocommendat-' ons re-r 
garding the prohibition of gold pales at a premium.

In ar official reply to the Fund's request (df.ted July 21, 19^?), Mr. 
Miguel Cuaderno, Secretary of Finance announced that

"The Philippine Government has taken the necessary steps to control the 
external purchases and sales of gold at prices above parity. The Phil­ 
ippine- Government has stopped issuing licenses covering the expcr cation 
of gold received from abroad by banks or firms here on consignment for
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transhipment to non-member countries. For some time now, banks operating 
in the Philippines have "been granted licenses to export gold for tranship­ 
ment to Macao, a non-member country. There are strong reasons to believe 
that the gold sent to Macao is sold at premium prices which might 
adversely affect the purpose of the Fund to jralntaia world exchange 
stability.

The Philippine Government does not deal in gold, and heretofore gold pro­ 
duced in the country has been allowed to be exported. Since, however, it 
is difficult to determine whether oi1 not domestically produced gold export­ 
ed from the Philippines is sold at premium prices abroad, and in order to 
cooperate with the Fund in enforcing its gold policy, hereafter <-re v/ill 
require exporters to declare the name of the buyer, the price, and the 
destination of the shipment, which in all cases must be a member country. 
If it is the desire of the Fund, we will furnish it with copies of permits 
issued covering the exportation of domestically produced gold. Any further 
recommendations to implement the declared gold policy of the Fund will be 
greatly appreciated."

To this latter Mr, J. L, Fisher, acting for the Director of the Fund, re­ 
plied that the cooperation of the Philippine Government was appreciated and 
that it would not be a useful procedure in the present circumstances to forward 
to the Fund copies of the permits issued for the exportation of domestically 
produced gold. He added that he would be pleased to speak with Mr. Cuaderno 
when the la-.tsr is in Washingt-on.

A July newspaper- report quoted Mr. Cuaderno as raying that the government 
was not imposing an embargo on gold shipments, but was refusing to permit exports 
consigned to Macao or any pert where it was known that black market prices pre­ 
vailed. Farther reports mentioned sales o:? gold in Manila at S^5 Pe3? ounce and 
the rumored shipment of more than $5 million from Manila to China during the 
first week of August, despite tha Government's establishment of gold export 
regulations. Mr. Cuaderno had alerted customs officials to be on the lookout 
for an unauthorized shipment, by &ir of 377»QOO ounces of gold from Manila to 
Macao, and stated that, requests for extension of export licenses to China had 
been denied by the Foreign Funds Control Section of the Department of Finance, 
An additional presd report mentioned the arrival of a third consignment of 
25,000 ounces of gold to Macao from Manila, while another stated that one ship<~ 
ment of 25,000 ounces ws held up in Manila iu accordance with the Minister's 
ruling that the deadl^n-a for use of TDre^icusly-issued export licenses was 
July 18,

An Associated Trass bulletin ol August 10. appearing in Far Eastern news­ 
papers, reported that an unauthorised gold shipment by air to Macao had slipped 
by the customs agents in Manila a« 3'-00 P..M, on August 8, This item came to 
the attention of the Far Eastsrn Division of the Beaearch Department early in 
October and was the basis of a. note written by Mr, C 8 C, L5ang to Mr, Gardner, 
Acting Director of the Research Dspi-ncmsnt, in which attention was called to 
the fact that this $2 million of gold export from the Philippines was covered 
by export licenses issued by the Philippine Sugar Admiuisbration, and that it 
slipped through the customs agents without inspection., Mr. Liang pointed out
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that while the earlier explanation of the continued shipments had been that 
they were based on licenses issued before July 19  when the new regulations 
prohibiting the export of gold at a, premium vent into effect   it was evident 
from this item thai eonie irregularities still existed beyond what might be ex­ 
plained by previously-issued gold erport licenses.

On Augusb 20, Andres V, CaLitillO; coi r ̂ spondent of the Besearch Department 
of the 5und, addressed a cable to Mr. Bernstein as iollows: "Following from 
Philippine correspondent: Since receipt of statement by th^ Fund asking 
Philippines bo discourage transaction,:! in gold at premium prices, our government 
has cancelled all outstanding e:\port permf.i" to exnori; golcl received here from 
England. United States, and HexicD for shipment to M^cao through Hongkong, 
especially because upon inquiry discovered, all shipments to those places had 
been at premium prices. Parties here and Hongkong ulaim action of our govern­ 
ment prejudicial ho them and that 'obey should be aliened to fulfill commitments 
ui.der licenses issued before raeiipr, of Fund's stal-eaont. They claim that our 
government ; s act 5 on canes II? ng licenses expiring the eiid o'i.' this month was 
not in accordance with action t-'ka.a by other countries which you approved. 
Please advise u.s." Ir. vie'-' of i'he mnffic.i.T.1 c;Laracber of t;his communication, 
no reply was sent,

On September ^. v-li.; New i'oi.': c.^sn': of tbe Kan: la fir,a jf Svraj., Culbertson, 
and Fritz, gold brokers, tolbvhoMd ",o ijii'. '..v.rcr.er : s offics ohc; text of a 
cable receive a from his prin^ip^i'.j. -i« :r.'olloi-rs:

Morrlrig 5'^crelar,/ oi yi:T,j^e C ifc.de rto, sho".-Md me a copy of 
the cib]/; disp^cched August 1? a.f'ic'ressed to Dr.- .Bera3t--in, Director of 
Eeseaa 5h, :u:te.i.-nai,icm-il ;ion«tary P'uuci; Oa'ole sirred "-y i)r, C-istillo rd- 
questin^; ruling on gold Paipmsnts now a^ai/'.ing re-export to Ms.ce.0, bub 
no reply was received fro:ii ''."adhrlng'i'-o:^ Ou:- covering U.S. e^Jori licenses 
indicated 'lesi'inat.ion i-.ar.ii la, nrt i-aca^, because sbip-oirg docuraep.td must 
conform vrich deF.tine.tipi cf U.. -j, fcxpor^. ?.ice-.;s--.n, an.', as no commercial 
transport service to Maca^. .. therefore it is inipussf.bi** to c^tain. through 
"bill lading to conforrii wi^l: J,,K... axporv. licensa r.o I'Iac?o, It would be 
extremely helpful if you -uo-ild ecr^ari; Mr. Bernstein, pointing out that 
our gold shipments purchased pet.va^ri June 19 f.ud. July i"? were exported 
under U C S. treasury lic^A^es be -ove?n July 3.3 &n<i Au^u^t Ij.. The shipment 
was parche.ssn and ~olri in good fe.i^-h ,:n 'ohe aE-unip^icu that the Philippine 
export licenses i?.-3Uca to u-5 between the cafces of July 5 and July 17 
would be valid. On August 7« "Phir.ivpiue autho:. .' t ies cc.nc^lled ovur uut- 
standir^g expori license & expivjr.s Ai-.^dst 1.5 a-'C- i.ugj.si; 15 (:-;ic) which 
action, places us ir. a ver^/ eiobarrr.ssing position aa V'o aie unable bo 
fulfill our contracts wnica 'vjlj, pro"? ??ry coai,:iy. v/.< informed 
Mr, Cuad-Jrno that other me;r..DJT "ou.-xtrips 'r.?& mv. ct-uc^ilfcd o^tso-'-udi-g 
licenses^ His reply -'as thu* ne is unrou^^rp.-iif. .'. ;-'i"-.b r/lie action of other 
governments, but, wisher GO c';-r^orr, no L.hs >u-!/i Ke^iils/tiorif!.-, (signed) 
Swan, Culbex-tson; and V/it/.. ' :

During the first wse;t >rL o^pta'-nber, i:;jat jre^p cep^/tsc! onat President itoxas 
had issued an oruer tha-c hc'ldsrs of gold £-?cporx, '.i.\cenafcs iss'ied before July 19 
vrould be allovred to make foreign dhipyi-diit s . IT; -.-ras stated in the press that
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