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1. Postwar Revival of Gold Erport from she Philippines

Lo Philivnine Government announced in TFebruary, 1947, that it would permit
free export and wncountrolled sales of gold in the world markets as soon as re-
covery of the industry permitted exports. It was further reported that export
licenses, vhich might be discontiried 2t any time, would be required for all
gold shipmeants. Mining concerns had exerted pressures, arguing thet export
sales at the worid market price would yield foreign exchange tvo pay for imports
and aid the rehabilitation of the gold mining industry, 2ad that gold was not
needed for the Government's currency reserve becauss the reserve consists of
U.S. dollars. At that time it was stated in the press that $40 per ounce
would permit profitable operatinons for many producers who at prssent operating
costs would scarcely break even st the official price of $75 per ounce. Gold
mining has been an important Fhilippine industry; bvefore the war it gave direct
employment to more than 37,000 men, and indiractly benefited others who
serviced the mines,

A June newspaper report stated that $300,000 of zuld bull.on produred in
“the Philippines was being consigned to London. The report indicated thai
this gold was to be sold through London on the {ree market against dollars at
an expected price of $38.50 to $39.00 per ounce. A later report stated ihat
$400,000 of the Atok Gold lMining Company's March-June, 1747, production was
being sold in London, and $1(0,000 of its outnat to the Far Tast ulack market,

2. The Fundis Ruling cn Gold Export at a Premium
and Subsequent Develonments in the Philippires

On Juns 18, the Interpational Monetary Mind issued its rosommendat’ ons re-
garding the prohibition of gold rales at a premium,

In ar official reply to the Fund's request (dctea July 21, 1947), Mr.
Miguel Cuaderno, Secretary of Finaace 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: Gevernment has stopped issving licenses covering the expcrvation
of gold received from abroad by banke or firms here on consigament 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 maintain 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 or not domestically produced Zold export-
ed from the Philippines is sold at premium priies abroad, and in ordér to
cooperate with the Fund in enforcing its gold policy, hereafter we will
require exporters to declare the name of the buyzr, 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
recommencations to imnlement the declared gold policy of the Fund will be
greatly snpreciated."

To this letter Mr, J. L. Fisher acting for the Director of the Fund, re-
plied that ths couperaticen of the Philippine Government was appreciated and
that it weuld not te a ussful procedure in the present circumstances to forward
to the Fund copies of the permits issued for the exporiaiion of domestically
produced gold., He acded thet he would be pleased to speak with Mr, Cuaderno
when the la“ter is in Washing*ton.

A July nevspaper report quoted Mr, Cusderno as saying *hat the government
was not impusing an embargo on gold shipments, but was refusing to permit exports
consigned %o Macso or any pcrt where it was knowa that black market prices pre-
vailed. Fuarther reports mentioned sales o7 gold in Manila at $45 per ounce and
the rumored shipment of more than $5 millicn from Manila to China during the
first week of August, despite the Grvernment's establishment o€ gold export
reguletions. Mr. Cuaderno had alerted customs »fficials to be on the lookoul
for an unauthocsized shipment by sir of 377,000 ounces of gold frum Manila to
Macac, and stated tha® requests for extension of export licenses to China had
been denied by the Fureign Tunds Conirol Section of the Depariment of Finance.
An additional press report wentvioned the arrival of a third consigmment of
25,000 ounces of gold to Macao from Manila, while another stated that one ship«
ment of 25,000 ounces wzs held up In Manila in accordance with the Minister's
ruling that the deadlir: for vse of previcusly-issued expors licspses was
July 18,

An Associated I'vess builetin ot August 10, appearing in Far fastern news-
papers, reported that an unavshorised gold shipment by air to Macao had slipped
by the customs agents in Manila aj 3:00 P.M, on August 8. This item ceme to
the attention of the ¥ar Fastzrn Mwision of the Research Department early in
October and was the tasis of a nnte writien by Mr, C. ¢, Liang to Mr. Gardner,
Acting Director of the Research Deperement, in which attention was called to
the fact that this $2 millicn of gold export from the Philiypines was coverad
by export licenses issued by the Philippine Sugar Administration, and that it
slipped through the customs agenuvs without inspection. Mr, Liarg pointed out
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_that while the earlier explan=ztion of the continued shipments had been that
they were based on licenses issued before July 1%9--when the new regulaticas
prohibiting the export of zold at & premium went into 2ffecti--it was evident
from this item that come irregulerisies still existed beyond what might be ex-
plained by previousl;-issued gold export licenses. .

On Augusi 20, Andres V. Castililo, coir:spondent of the Research Department
of the Pund, addrsssad a cable to Mr., Bernsuvein as follows: "Following from
Philipnine correspondent: Since —eceipt of statement by the Fund asking
Philipnines to discourage transaciicns in zold at prewjuin trices, our government
has cancelled all oubtstanding export permiis o exmori zold received here from
Englandi. Unived States, and iexicd for sniyment to Macao through Hoagkong,
especially becsuse vpon irouiry discovered all shiprents to those places had
been at premium prices. Perties here and Hongkonz claim action of our govern—
ment pra2fudicial. to thnem and that they should be alliored to fulfiil commitments
under Jicensss iszueé befcre raczipt of Fund!ye ctatement., They claim that our
governrens s action caueczliing licenies expiring the eund ot this month was
not in accordancs with action token LY other gountrizs which you approved.
Please advise us." 1Ir view of the un~fficial character of shis communicaticn,
no reply was sent,

On Sezteivher L v Waw Yoilr coen’ of the Manils Tiva of Swaa, Culbertson,
and Privz, goLd broksrs, tolevhonzd So My, terémerts uvffize the text of a
cable receivea from his princinols, as Xollowe:
"estsrday morring Storevar, nt Fla.nee Cieferts, showed we a copy of
the eable dlspziched suvzgust 17 wadressed 4o Ii». Berast.in, Director of
Rezeasch, avevnavional onetary Fundy (able sigred by Do, Castillo re-

guesting raling on zold shifments nev aveiiing re-esnosrt vo Mzceo, bui
no reply was reczived from Yaskingho:. COul- covering U,$S. ewwor: licenses
indicated destination rarnila, ntt l'acan, hecziase shipoirng documer’ss must
conform wath destinetion of U.3. expooh liceuses, znl as ao commercial
transpvort service to Macao, therevore it is fmpussidie to Jhiain Shrough
0ill lading to conform wihl J,S, export liceass wo lacsu. It would be
extremely helpful 17 vou co2ld centast Mr. Bernstz2in, pointing out that
our gold shizmenvs purchased vetween Juae 19 and Juiy 15 were exported
undsr Ueb, Lreasury licenses hejwesn July 13 and August i;. The shipaent
was parchesea and :old iu gocd f2ith °n the asoump®icu that the Philippine
export liconses issuco to us bedveep the daies of July 5 and July 17
would ve valid. On August 7, Fhiliupiue cutholities cencelled cur vube
standirg azpori lice.ses expiviri August 15 gac fuzasi 15 (sie) waich
actlo: places us ir a very ewbarrcossing posivioan 2as ws ars unable n
fulfill our contracts vnich vill pro~z yery cosvly. Wa informed

Mr. Cuaderno that other mempat ~oantricg 2od unw ctuceiled ouhaynndizg
licenses, His reply was tha® ne i¢ unronesina.’ wish vle action of other
governments, Lut wisher o cunfori fiu “he ¥umds Regulations, (signed)

Swan, Culbesrtscn, and Writz.d ‘

During ths first weex ni 3episner, %he riewus cevuried snal Fresident Roxas
had issued an oruer thas holdere ol zZold swpery L.censes isshed befors July 19
would be allowed %o aaks foreign shipreats. Tv was stated in the zress that
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an immediate reaction to this ruling was the shipment of 43,760 ounces of
gold valued at $2,188,00C ($5C ner ounce) on a Trans—isiatic Airlines plane,
probably to Macao, and the sale oi Philippine gold te Cninese buyers at
$48.50 per ounce at a Manila cuciion in late September,

3. Sitosson Znerniling in Sk Buyer Courniries

To understand the nasture, voiume, and nrices of hilipnine gold exports,
it is necessary to descriose the sivuatioa prevailing in “he tuyer countries,
Prior to February, 1947, the Central Bank of China =0ld gold regularly in the
spen market, fcr nurpose of checking inflation, at & price up to twice as high
as the official market price paid for it ic the U.Z. Treasury. This cefla-
tionary gold salee policy cawe 0 an enc with the promulgation of the economie
emergency measures of february 17. Chinese merchants nevertheless were
anxiously denznding goid as < safe hedge #gainat irflation se that fresh gold
had to be imported or smuggled into the country. 7Tre Customs resurns do noit
show these amounte as wractically all gold has been carried into China illegally.

The Hongkong Government, in order %o conserve dollzrs aud to cooperate
with the Chi:nese Goverament in prerenting smugeling of gold intc China, re-
fused {o issue any further gnld import licens2s after Centember, 1946. 1In
April, 1947, thi:z policy was impnlecmeried by the cancellation of outstanding
transit permiss for gold whiclh were licensed for import to Macao, unless tie
gold was alresdy cn its way, end by “he requiremeni of the sal: of gold
holdings to the government at offic:aﬁ »ricese Go.d imperts intc Hongkong for
January-June. 194%, wsre valved st HK&4E,.927,600 (USS12,2°1,900) for approx-—
imately 220,000 troy ounces, or $55 per ouvnce, The rPhilipnirves supplied
HK$1,290,00C {(US3322,500) »v th2 g2ld imperted in%o Hongkong. Toral gold ex—
ports frem Hongwong oo Maczon throuszh July, 1947, vere AKS5C, 153,800
(US$12,5725,700) . On the other band, the llacao Goverameu: continues to issue
gold impsrt vermnits on che :oubine vaymsnit of licease feer, aud praciically
all gcld imporied into Macao has been smiizzgled into China,

For varicus recsons, hoih on the supply and demand srnée. vhe illegal ex—
port of gold from the Philippines at prem’um prices is under szisiting conditvions
well-nigh impossible {0 curp. As loag as %he oifietlel mrice of $35 per ivoy
ounce is ovi ¢f line with ke ¢nst of nroduciug O*i in tha Thiliopines, where
the mines need te be rahabilitated, a“* gold expurt from thet country aec—
egsarily presuppeses & price avove par. The ecoromic eains Trom zold exports
at a premivm are gireawn, deapibte higo air frelgnt charzes, Domzstiz sales of
gold at premium pricss are joler-ted; otner acurces ¢f swwmly, e.g., Mexico,
have been cut off,

So long as the Chinese inflation contiwes 4~ ¢necourzge peivate gold hoard-
ing, there will alweys be & Zemand for gold at far avove the official market
price., Mrreover, the exictence of the two free roris, Hongkong aad lMacao, makes
smuggling inte China possible, if wot easy. A solution of ﬁhis preblem is not
in sight, but if any suovstautial hezdway is tc e made againsy *hese ilizgal
erports, the increassd cooperation o>f the seversl governmnents boncerned will
be necessary. '



