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Alsop-Kintner 
Kintner letter transmitting advance copy of first of 

three art icles to appear in Saturday Evening Poet -
3/2.4/39 0 0 •••••••• • •• 0 ••••••••••••••••• 0 • 0 • 0 ... 0 • •• • 0 • 171 13 

Appointments and ReeJ.6nations 
Flor ida: 

!Wr again explains his point. of v181r to Pepper -
J/24/.39 . • • • • • • • . • • • . • . • . • . • • • • • • • • • • • • • . • . • . • . . • • • 52 

Office of General Counsel: 
Lane, Cbe~ter: Landis reco~ends to KJJr- J/Jl/J9. . 289 

Argentina 
Trade situation with Gennany discussed by Fels and Hl.!Jr -

'J/ 24/39 . 0 ••• ••••••• 0 • • • • 0 . 0 • •• •••••••••••••••••••• 0 . 0. . 63 

- B-

Bnnl< of .Ar.er ica 
J r,.es Roosevelt discusses '01 tb llwles - 3/24/.39..... .. . • • • 69 

Bank Receivership 
HMJr tells Foley he will not waste tl..me ~orking on 

committee to investigate until FOR tells him tthat 
f uture political policy will be - 3/24/ 39 .••.••.•.••••. 

IDI~r-Jackson conversation- 3/24/39 •..•.......... .. •• .. •• 
Bankruptcy Act 

!CUr discus ~e s the politics involved at g rou p meeting -
3/21./39 . ............ 0 •••• 0 ••• 0 •• 0 • 0 0 0 •••• 0 • 0 0 0 •• • • 0 •• • 0 • 

Brazil 
Change of tax on exch•nge re~ittances in oa~ent of 

import billa increased - 3/24/39 ••••.•••••••.••••..••.•. 
Business Conditions 

Revenue Revision: 
FDR memor andum atatin;: Dough ton' s three points - J/29/39 .• 
Informal Congressional opinion discussed at group meeting -

J/29/39 . .... .. 0 •• 0. 0 ••• ••• 0. 0 •• ••••••• 0 ••• 0 •••• 0 • •••• 0 0. 

Duf field report on !Urmcapolis and St . Paul - 3/31/39 .• . . . . . 

- c-
China 

JE> 
59 

37 

4'1, 290 

152 

166 
291 

Yunnan-<lurma Highway• l.merican Contuloto repor ts on trip to -
J/24/39 . . . .......... o • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • L 

Cargo congestion at Rangoon, Kunming, and Haiphong, and 
pr oposed Br itish-<rench-Chinese control reported on by 
Nicholson - 3/29/39............................... . ....... 153 

Silver: 12 to l-' million ounces transported to Manila and 
then to UnHed St ates ; !llJJr authorizes bid - J/31/J9...... 272 

Civil Aeronautics Authority 
"Monitor ing planes flying across" discussed by Gibbons at 

group mee ting - 3/24/39 ••.• . .••.•••.••.•.••••.•.. . ••.•••• · 31 
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Duffield , Eugene S. 
See Business Conditione 

- F -

Florida 
See Appointr.tenta and Resignations 

France 
See Stabilization 
• nar Conditione 

- G -
Germany 

See also National ~unitions Control Boord 
!lew law rolnti nt: to financi ng of poli ticnl tasks 

reported by American Embassy- 3/24/39············ 
Gold 

For transportation of , see i7ar Co<>ditions 
GreEt Britein 

See •. nr Condi tiona 

- K -
Kintner- Alsop 

Kintner letter transmitti ng advance copy o1:' firs~ of 
three articles to appear 1n Saturdu.y l:.'vening Post -
3/24/39 . ........ . ....... . ... . . . .. . ........ . ... . .... . 

- L -

171 

Lane , Chester 
See Appointments and Resignations: Office of General Counoel 

- !.1 -

J1ssour1, Stcte of 

104 

lJ 

Pendergast, et ceter~ , investigation: stutus discussed 
witil Governor St a r k by Hanes - J/29/39·...... . . . . . . . 18:? 

lA one tory Policy, United Stat es 
Sec also Books 169 and 170 

Treasury anner to \,agner letter 
e) Collllllent by research staff of ilopublican Nutionnl 

Commit teo - 3/28/39............................. 150 

- u-
National Munitions Control Board 

l!i>IJr cr iticizes Boar d to Uiurphy and asks for constructive 
suggestions - 3/24/ 39 • . • • ••••••••••••.•••.• • ••••• . ..• · · 15 

a) •lemorande to FDR, Hull, nnu •IUrphy. • • .. • .. • • • • • .. • 17 
1) !lull acknowledgment - 3/ 30/39.. . ..... .. ...... 268 

b) Foley ' a opinion........................... .. ...... 21 
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l'endergsst , Thomes J. 
See Ui ssouri , State of 

- R-

nevenue Revision 
See also Business Conditions 
Senator Harrison- FOR correspondence: 

a) FDR sends to Harrison copy of Treasur.· Dopsrtcent 
est imates (J/21/39)........... See Book 176, page 177 

b) ~"DR ' s me:~orandw:> on Herrison's letter 
(3/25/J9) - See page 156 •.•............... " 

c) KUJr's &nswering let ter to f OR •••.••••••••••. " 
d) Telephone conversation between .lanes end 

169 
166,167 

~r (in Sea Island, Georgia) (J/Z7/39) ...•• " 156 
e) Hanes ' letter to !LlJr after stll1.iy.:.:1g 

FDR-HlJr correspondence (3/<9/;9) ............ " 150 

- 5 -

Satw-uay bvening ?ost • 
Soe Alsop-Kintner 

Silver 
See China 

Social Security 
Schwarz ' oemorandl.lm on FOR ' s stutcment on reserve !'Wld -

J/21./39. . . . . . . • . • . . • . • . . . • . . . . . . . . . . . . .. . . . • . . . . Book !7! ?age 29 
~tate~eat of ~r before '-Ill& 6nd ~eans Co~lttee -

3/24/39........................................... . .. 76 
Stabilhat.ion 

~'ranee : 
~oniek mczor endum, •sur le Keceasite de COQpleter 

L' Accord Tr ipartite," delivered to FOR by unkno~n 
per son referred to Treasury - 3/'9/39 .•.•. • • • • • • • • • 

Sterk, Llold (Governor, ~issouri ) 
See .uasouri, St ate of • 

Stutemcnts by lt.lJr 
!leforo ;\ays and b!eru~s Coo:nitteo, on soei8l secur ity -

3/24/39 . . •. . ..•.••........ . . . ...•. • .•.... .. ... . ..•••. 
Switzerlnnd 

lle11 protective measure blocking ccrtnin t>ayments in 
Bohemia, Slovakia, et cotera- 3/~5/39 .•.•.•••....... 

- T-

T8JC4t1on 
See ~usiness Conditions 

r ran:a:oerica 
See Dank Of ~erice 

187 

76 

106 
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United States Housing Authority 
Conference on Treasury commitment on bill which would 

increase borrowing power and subsidy payments -
3/28/')9 . . . ...................... . ........ 0 ••••••••• 

Ul'Ug\18Y 
Trade situo tion with Germany discussed b:,· Fe is and 

HliJ r - 3/21./39 • • • • • • • • • • • · • •••• • • • • • • • .•••••• • • • •• 

- ii -

\'oagner, Kobert F. (SenRtor, !lew York) 
See Uonetary Policy , United States 

o'inr Conditions 
Gold , Transportation of: 

Britisa t reasury note entitled "Despatch of Cold Bars 

Book Page 

171 147 

63 

by Post" reported by Butterworth - 3/27/39. . . • . • • • • • 109 
a) Di scuseion at group meeting- 3/29/39.......... 175 

Butte~ortb reports on steps planned by British Treasury 
in event of war- 3/31/39... . .. . .................... . . ?75 

Cochran reports on steps planned by French Treasury 
in event of war (4/J/J9} .. • • • • • • • • • • • • • • . • . • . • .. . . . . • . 281 
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P.A!W'JIU.IK OJ' 'fKT.I!tluv U:OKilD 

:nlOM1 Aae:r1oan lllb&eay, Pa:ria, J':ranoe 

DI.'Ri llla:roh M, 19!9, 3 P·•· 

•o.: 5eo 

JROII OOOJDld. 

Qu1e~ exoh&Dge .arkn he:re, wUh no n1denoe ~ha~ 

the rrenoh control 1n~enene4. The dtuaUon of ~he 

rente and. eh&:re ll&rkete 18 a 11Ule 'better, 'but 

there haa 'been practically no 'bueineee, ae the market 

awai te the epeeoh which Xuaeol1n1 1e eohedul.ed. to pYe 

on SUIIday. 

BULLift. 

:U.:Ln 

1 

• 
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REB 

SEcrEtary of Statt, 

Wasllinzton . 

393, !.larch 24 , 7 p . m. 

FOil Tf'.EASURY ::'RO~ BUTTER"JOHTH : 

PLAIN 

London 

DatEd March 24 , 1939 

RE c ' d 6 p . m. 

T;:t '!'l•tasurr bill rat£ roar today to 3/1 ptr ctrt as 

comi)a rtd ni t.l jl•st ovEr a 1/2 ,t r cEnt o~ rast wEElca dut 

to t;1£ a';)atnc£ of ttndErs by clEnring banl~s and rtflccts 

t•lEir dtsir£ fo1• a mort liquid po31t1on in t hE prtsEnt 

circumstnncts . h rist of bl8 , 000 1 000 in public d t pooits 

and a drop of b l4, 000, 000 in bunkr::-a ' dEposits to a low 

l t vEl or bg2, 000, 000 shown in ttu.s wtrk's Bank of EncJ.and 

rrtu rn is du£ lo.rgtly to h Eavy tax colltction and is 

norr.tnl at ttu.s ptriod, but th£ fo.ct that this contraction 

i n b2nktrs ' cash coincidEs with incrEasEd nErvousntso 

tmds to accEntuatE thE risE in t:1E bill r a tE which i s 

duE prL~rily to thE intErnational outlook. 

Alth ol13h th£ London stock tr.chnnet wa s s ootwhat 

strongEr today thE city 's apprEhEnsion for t h E futurE was 

r EflEctEd in a furthEr dEclinE in British GovErnmEnt 

SECUri t i ES. 

2 

• 
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REB 

2-#398, From London, l4o.r , 241 7p ,m, 

s ecur ities, FurthermorE thE dollar has bEEn in dEmand 

all day, During tht forenoon officials Swiss s alts of 

dollaro reliEVEd tht British authoritiEs of thE nEcEssity 

of continuous intErvEntion but in thE aftE rnoon thEy 

suppliEd t ;1E market , ThEy a l so go.v£ a ma j ority of thE 

137 bo.rs aold at fixing of which 23 ,.,ErE mnrriEd, 

EJ::B 

ROW 
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STJ!zcP.I QQ!!ll!)WflN, 

smsnllTI 

ni..O aClfORABL3 

!llR I 

'DU S ECR . .!i."l'ARY 01 S':UD, 

10 ABRDIO'l'CJ(, D. C. 

reoGllt oODontrooti<aa T. g . TMII&, noo ll1n1atu tor 

roroian ~ro1r11 or tibe lfoUOIUil OU'Nl • n' ot CIWia, 

1ndloatoc1 tbo p-ent oono01"11 ~t tho quo11U011 ot U'aule

port ot1 oo\ rao111t1oo f or roqu1ro4 ouppli oo ot ?arioua 

k1n4o an4 t ar OlQ)ort pJ'OCluoto 1o ODU01Ac .Uo CbJA

~onnont. d llelpbCIII(J , u odd. , Ch!Aa ho4 100, 000 

totu ot ou;~pl1o• or 1MA7 ldJwlo, 11114 tbo otq~U1\7 ot 

tho "-ll raillrq h'e \~&A'S .-' ott Illf,.h'ao to 

~ .... .al.7 uo .... &q • .. poS.Il~ _, •• , 

witll \ll o r a1lW11)' 4~\414 o.ulu1ft17 to tllo __ , 

ot troiSht tor tho Ota!Moo CIOnll• snt, u4 epG'Oti.al 

., •z1 

truapG"' u.. Oli;Pllllo• now -uSnc ldi~JIIIMD'· 
lll res lll'll to U\o hnllu.oJNao talabwq, -. ••-n 

o4 tibe' t1oo&o &vlJI& raiiQ' • ._. tn..-tJ.t NOII1'S

o4 1n aorioua 4-ao to reilwqo, 11114 t.ha' U -ulA 

not 1111 wrprioillc u a- 1'004 wtrored ,_..., ze

saMlaN ot _, on.u t.llat aiflllt 1111 .... •• IIMIP it 

~· 

4 
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To a.!AtalA Ua _x.,..,, lae •U, Clh1an ~GWt laeft 

t weiga e.uh•aae, o~wtaa"lo GDl.T ~ 41lQ)01't., aM 

ra ll~wq • • • AOt soot _. tor Ulo wl!IWI of \rattle 
dMIU'I4e4. A l'll1lwq woa MM ... 

r.ae Vi<M lol1ntawr IIIMlo tile ia}lor1eJit ab\allellt tut 

bo WldenWod ~ot Uw~'-<loliiiMil &. J. k1Uliaoe4, 

11lldor s ocretar.r ot !luw tor 1Dd1e an4 Dlll'lla , .tlo n.u
o4 tndh aDd !Nnw lae t i>ootllber, \oolt bsck to Leln4• 

t ar oona14oroUon lAt-UOil 1n ftSU'4 DOt onlf to tiae 

propoeo4 YllnDM-BU1'11111 r a UweJ, but abo Ollnoorntnc poaa1-

blo r oUroa<l oonnooU CJI13 between Ill41e an4 Dllmll aDA 

Uw':sll and Sin6ftpore. Be aaid \bat ho feerod it atcllt 
be ooruo1dero4, tor atrawcto ftoeona, Cot \ho nullo 

nnd J1DP,oparta ooMootlous woul.4 'M o1' sron ter 1mpor\

ouoo t o tho .Dr1t1ah oovornraont tblm tho Laab1o-~Uw 

U nlc • 

• 111 told no t be t "ome t.I.Nt boto1'0 tllo I<'Pilr\1 t1otl 

ot .lu41o IU1d lluz'lw, 111\d oonaoquenU :r lana bofoN ~ 

<NtliJoollk ot boatU1Uoa 1.D CIUAD, ho p11J'S4)ftall;r Nrtn4 

tho proJeot of n Y\lllnAn- S\IniA r o Uwq, Wl4 "Ult U wa o 

prooon to4 "lroueh ott'1oittl ollnunole t o the Dl'ittah 0114 

IDil11U1 G<we..-ata. !be Dl41aa Gotw ont oppooo4 it 

OS wteo-1oal, lll&t tile BrU1ah ~nt ..U, 1D 

ettoott ~ao ahoed end build )'QUI' r a1lna.;r t o \he ti'Oilt-

1or ot Blmu, 11M 'IIIIo& 1t N llolae? \he 1IOii'4G' OIU' OOOU<lll 

w1ll M blliU to OOGMOt 111.tb U .• 

flaUw £op\tt\l J!O) I!t !""'N'• 
'De Oh1Doso oft1e1ol Maerte& \ho' \ho raUIPOII& 

oo:nabuoUOD work llOII' 1D pJ'OCH•• 1a Y\IIIMII 11114 el

w!lcro 

r, 
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fta'e 1A QIUJia _, 1ua ... l' a!akt QPeU' to -· 
•• Ula upUal. n~tuift4 to "UF u\el't411 11114 ftU4 tile 
proi)OHd Unu wu not 7 et anU.bl.e to ChlDa. 11o1 11141-
ontod t.lul\ •4cae8Uo pollUa•• bll4 •-t.lllns t.o do wUb 
;>re11ont ooUYlU .. , aD4 be IGllall \he pro.oat. .l.!lnllt.or 

ot .:;gnmunt ooU0118 •n YOr'7 ol.nor 1:11111"' , DQ)'1JIQ thAt. o 

Ll1n111 t or IIUC08ad 1n t.lle oonot.ruoUou ot acmtrlll. r au,.. 
roada oo\ll.d oxpoot t.o baft popular a\lpport and a t>Oad 

ollonoo t.o r ot a1n hio poa1Uoa, ~iaeoH ware bo J..na 

uh on work. ;o lOllS o s o r o.1lroo4 we o un4or oon.\1'1»

tlon, bo a o14 , no orr1o1al a oooun\ln6 • •• raquirod. 

'1210 V1oo L1111cter 1n41allt.od t.ba t nuot llar oonrer

enoo or 1nter OJJtl oonoarnecl wU b tho pl'l)pc»ed tiDAnolAQ 
ot tbe 't\UUlon- .BulUD r n U w111 , a1m11Ar 1b t.bot bel4 1n 

.u~ .~~.ona a t \.IW 41114 ..u' ~ 7eaz, woa r 4tOuUU;f u.U in 

YU-"11lCUltU , but t hat thoro we:ro no a or 1n1t.e raul t a . lie 

doolllrocl tb&t booOWJo or 4 111 por ocmal Hla tioaw uUIII 

\ he aoYoral. 1ntol...,a t a 1nvo1Yo4 be wo.e pZ'Obabl7 tlla OlllT 

tmn whO ooul4 rooanoU e tile 4 11'tOI'etiO .. eltliU.116· " !lilt 

L han &\over boon ooJtoo w do 1\, • be oo14. 

JJ\ coltin6 t hio doo~Uou t.ba IJJUwtae ot t totd 

114 not a_ppea.r to ba .lolllol uoro than at.o \lna o oOII

viotl..a , liOt boost1118 ot 0.1117 11poo1o1 abU tt,t . 

oa, 1bl o usa ot pr1t1aq po;er !n4aou1tz. 

Tbe novor nl l ntoront a iuYOlYod aoro aa1d t o lP

olQda u.o Br1Uabooeb~ c-panuoa (JU"'l1Pa, wt.bn
aou lllll1 .:..,.,n1.17 and tlla Mona ,.0116 on4 ~1 Benk t •>.e 

COI'!'orouoa) , t.be Daaq~~e 4a l'lll4ooh1Da (NPI'fla•UAjJ 

Frenell 1Ataraat a ) , \lle OlliDeM Milllatr)' 01t c lllll

U one, T. V. OOOAC, tM !lOaM ot Control ot tile DrUlah 

b 
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Da&or tn4aani\y 1Un4, ~· WlriiW\I\ &1JI4look, IID4 .aa. 
runnon PrOYlnolal OOftnDIUlt. 

r.~r . T~ col el ~t llo won o - bar or tho Boorcl 

controllinG t ho Jlr1Ual\ noxo.r IndounU y Z'w\4, O.Dd tllot 

a.rr:lll.;o::tOnU aid&t bo zacdo to WIO iJ. 1 000 1 00Q ar ~t 
t l &nel t ur ~· puroblloo or r a ilroad 1118tor1ala anel e qu1J)

roon t . Ho ootii:IQt.,;i t.llnt I!Jl , OOO, OOO woul4 bo noGdoel t or 

ouch purchnool! t or tho 'IUilllW\- llU=O r n1lway. 

?ronoll <:l a in .n1l'MIY li •!.llt o. 

Uo ox;>ln11104 \ll(l t tho J'l•ouoh , Wld or o n old l onn 

03l'On1110ll t with Chino , ol o1mod certai n p r i or r i g h t :. t or 
t ll,; OOllll t\'UO t l on OL' r o ll!Jnyo i n \Jll1.n0 1 OliO Ot tbCl 0 

line to o01moo t !\\1\ll lllfu ..,i t.h .u!.tu , t.llo '{ l(lt :>e 1l1vor 

>or \ :It tllo o.nd or w1v1.;;at i on on th a t Dl.l'O!.IIA I that t o 

tllo Lr 1t1oh a Yunncu1- 1.1Ur.aa r ni lrooo woo not attractive 

l'l l t.h :Nt 0 '(~tao 'l1V" l' COIWOCUon , W1Cl ~ot tbo lll'l \-

11111 wore not willln~ to do nny~1nc t owur<l tho ooilll t ruo

tltlll or ouo11 , connootlon w1 t.bout t ho ooopor a tlon or 

oonoon t or tho t r ench , aa tl\oy tolt tllut ~ clisrogar<l 

or t ho l'mnoll clo1n t o pri or r1t:;h t o t.1~t Ollt ubl1oll n 

prooaJ~nt tha t would bo w•tnvoroblo ta Brl t i ah 1.ntor ooto 

•J t n 01:1e ru t uro tioo. ..:bo t wllltiiU'\1- 1U'U U .no rroulc1 

"ld 11., thou(;bt t.uo / l'«lall woul!l be 111ll ln.. w ooopor

o t • Ill tJ1 t.1w .JJ'i tll'lb 1.n bulld lne 1\. 

( ..ooonll ll6 ~ lJLfcm:anU on on t ile 1JI lhu .lo1'onno 

-e .r~ llJnt, C'.OVOl 'll<hm \ ot .:J< IZ'Ill-l , t.i1o pro oou4 roll• .yo 

l n .. ll iuG ror t.ho oooa \ruoUun or wll1oll l rGiloJl !llt.orca t a 

o 1111m r rlor rtnh h ar8 1he t olJO!f1nal tunn'Ultu "' 

~hol\,;tu , oup lt..ll or ,zoobwon 1>rovinoe , Y1o u1tll, on 

.!ll! 

' • 
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tale Tuaatae R1YU'l <Dleaaw ~ Cb•m•k'••• on tala T ... Ma 

R1ftl'l ~ ~ Cbune:kiDit rta ltW~l 111 hup1 

PI'O'r1IIM, ened•ae trca HM01, I.lllloeb1aa. ) 

aLore Rol.lW G!oek tor frey H·•· 
'Die Oh11leae ott1o1al 11414 talat tile aopaoU;y ot 

\ha Yrcoll r o 1lwo;y trca llo1phoaa m Y\IDIUIIIt'll oo\&1.4 M 

illereoMCl b7 \he D4d1Uoa ot ro.ll1118 a\Oolc, 1.114 ~t 

U' \he 1l'tDoll ware umr1ll1118 ~ lN:f add lUonel 1ooo

mo\lnn end oora, Oh lDa 111(Jht llltllte \ho puroli4aea IUI4 

r ent \he equ1:pment ~ tho r o1lwa7. He upreued doubt 

that the lronoll woul4 llllke the requUe4 11lnatamt. 

•'!he)' ~ Yory po:sa!J:UaUo, • ho :sold , •.a 10118 azo oa 

Deo~er, ahon I woa 1n Bono1, they aal d to me •our 

dQJ'll hero IU'e mabared. • • ln Indoohino, ll.e ~ed, 

the S1ameoo O:r1Jl3' wca resor4e4 with 1111aa1Y.lna. 

In oonnoot1on wi\h tha quoe Uon or a4<11Uonal 

rollinS atooJt tor tlla lronall rollwQT to l\llUlcutru, u 

ill roUoblT reJ~Ortad thll\ a tn 4117• aso the Duma 

Ro1lwcTD .. r o aokad , on bebolt ot tho l'renob roUwq 

lllllJUI6•cnt, 11' the;y ho4 tour 1ooo.o\1na \ha;r wou14 

be w1111nc to rent. 'l1lo head ot tile 8l&riU R4 UWQ1a 

repl1a4 \bat he would ooneidar MlHna, but QO\ 1"tD\-

1n8, \ho 1oo01110ti'feo 4 oa1ra4. 'DI.a sau.ce ot Mtll n.U

ao)'a 1a Ulo 11011a, ooa mot er. 

Xl'llllapart or llo U w J'otor1ala. 

n .. Y.1n1atar Ta-a u.14 \bat Ula ~uon 

onr \bo nn h l!!bWOT ot roU aQT utar1ela, part1oulo.r

l7 r oUa, 11' \hia had t o be doaa, wou14 be a ci.U'1'1oult 

probl•• He !ldde4 thnt 1!lo BUms Rellwe!!'ll lltlll been 

aalced 1t ~r1U7 u-..~t oou14 be 1&14 rr- Lal1h1o to 

.! 

8 
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• 4eMN!ae4 po1Dt Oil \he 'bor4or tor tbe all1JIIdQt ot 

nllway -W:r1ah, \be eoa.atNe\1011 ~ pu.anut vOOk 

111 ChJ.Do t o 'bo \bea o--e4 at the trODUor 0.114 

oorrlol towur4 Y\mi:Uintu, 'but t.be raUwoy JaBilQ(lemeut 

ropl1e4 t.bo\ th1a >IOUl4 not lNt pl'lletioeblo. U GD;f 

t ruolt 1a built 1n Duma U wU1 bo pe.l'QAIIont, and wUl 

mow1 that tho Ill"1 U oh oovenu:aon t hM 4eo14o4 on \he 

ousUi truoUon ot tho Lao.bio-bordor link or the Y\.lnAQQ

IJ\In.ltl rallrood. . 

l . c. Heloll, an o:t'r1o1cal or tho ~oao ....opsrt

con t or .;OI!lmW11ou U uuo, ClllliO to nonaoan r e cently to 

1ltqu1ro lnto \he ouv1~bU1ty or openLI(S on otri oo or 

tllo .tn1111Q)" 1.1hloi on ot tbot .)Oportuont, on4 ho aoo14o<l 

\hot no Wletul purpoao woul4 bo corTOCl by ouon nn 

ottl oo ot t bio time. It i o poaol blo, howovor, ~lut on 

orri oor wU~ bo a t oUanod horo oo. OciOilt or \he Ch1naao 

eoot1on or t.be Yluulcn- llUXI1!l r 11 1lro a.t . 

:'ooo1b1lU1oo ot irenoh Ro1lwaz. 

c • .14. vhOil, ~lo Cllinoao rn1lw~ ott1o1al who boa 

juot rolinqu 1ohe4 looal oborgo ot Ulo J out.llwoat TrGM

porta t1on ~ooap11J11 to go to ~J.n8opore , end poesibl7 

lotor to .:oloubo, in oaanoouon wUh trWlllh1p:10nt ot 

war mo kri ole t o N1J130CD, tol4 1110 tllot won rooca\17 

1l1 ~ bo • .,. o:t't'io111lo or the nonob rolla;r on4 

11\\j,;., OII t cd to than ~1~t tho o'lpoc1ty or thn l1ne ooul4 

bo 1l1o1 ... BJH)d by t ho prortolou o r a14 .1sliJ.tl uo ·~ ao by 

tbo ad.<IH1on or rollil:.J ate~. ..o ut tod the pro-

IIWl t '""'"""" o~acuy ot Vlo J-uU •"¥ at :500 to 600 wo:~ 
'1 d'ly , or ll~er than tho oopoo tt:r o!!ttmltlld by V1 e 

, ln i otor Tocua, on.d 11e oold \bot ho thO\Iabt U ooul4 

~ 

9 
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" iAn'••• b;r aoo tons 4all)'. 

UJ', Cbon U 80 \014 .. \bAt 1n ~8 O'I'Oil\ t.llo Yllwltm

Dwi'llll h lGh•tiT bG-oo i.Qpa.oaobu t~ ' rueka 4ur.L~~a \be 

l'O.I.nJ ooot~on an ottort wlll. .I)J'Obabl,y be lilllio w oon

U nuo t he llh1 J)I:Oll \ ot 001no a~plloa b :r aula OCU"I'Il'Olla , 

not only ov•>r tho umr rood bu t ul.e o Ol'or t hl! old onra

Y'lll t •·o 11 fl"a!! :'llamo, on ' ho l.l'rn,.u4<17 Ill Yor, tlll'O\IClll 

Tongyuell Ulld Tulitu. Uo oo111 ~lOt e<ll'!lo tl:'n:IW\1 u on, 

: t10U IU'Illa , u obino-auno, W1d 111611 .xploelvo could be 

ohlpj)O(l 1n tho t wr13. 

l'ao of Urpl.nnoe Fovor od , 

• r . Chen o:xprollllod tho OOitYlotlon tllot it would 

be wor th whllo t o ueo e lrplcnou tor the l!l01'l1Aont ot 

l'fur ~'ltl torinls t rw Uloltl o i t tho l'n l n" rooult od i n the 

euaponlllon ot truck t rot rto , ruld tha t auah I!IQCh tnoo ao 

tho •\t olrutto• ~lonen fornorly uoo<l b7 tho ~portal 

olil'v070 OOuld bo I:IDdo t o Oo.n')' rol. ot il'ely ~~t 

quan UUos, 1t arrnngod oxoluelYOlJ t ar trelgbt MrYloo • 

..e preYlowsl y roporto<l w \be ..lopo:rm m t , the pu:rohoee 

ot thoee rulchineo , ot wlll oll \hero ore t our, woe reo CD-

1:101\dod , bu t H .. ooo not oppeor \hot 11Jl7tllins turthor 

·ltln be m UOI\0 , v llO ..J! \..10 ;>lw1on wnn uaod t or tho 

• ~~ :O.lilt- 'tUW\:lUtu ~'U-....,~y lll .:ll t m"'de by ll•!lOl'llll. -l.r-

' •. r o 1rly tl1h :.JOJtth 111 oolllte>O cion •1 th oropoootl a ir 

~orvl 'll bo t uenn .1o.l.n.1 .llld JW'U/l . ~hu r~~ •ortod prloo 

oolt011 for tho tour Qaohtnoo ! a ..40, 0vv , ~ ..10, 000 

•p l oco. e on p.l!me 111 t 1Uod w1tb t'our ~o-t\oroepower 

c:n lno" , c.n4 h>U a epeod ot Ull I:IU.o11 cu• luNr. 

• 1n't'll01'e J.lnlt oul.4 D!pm 4 ou •l!J! . 

l.n oouncouon wi \ll Vioo J..inhtor Taens•o r ater

once to c po!loi blo roilrOlld oannootton botwoan z:ume 
Regraded Unclassified



11M 31Jiaapore, u 1a \o be po1atell Ollt ~~~- •IIOil • 

OOIIIIOOUOil WOI&l4 4eJ141114 011 :11-, DOt Ol1l7 1n ~ Qa\~U' 

or opol'lltillG over S l -•o t ro41ka 1ll :l~o \errlto17, 

but olao 1n ~~~ mottor or now r nllwu:r COIUitruoUOD, 

oo u connooUon bc twoon tho Uwne HoU weyo nn11 ~ 

o<oyn.l . t ot o lla llwo.ya or .J 1C~~;I 0 wl\1011 oon.neo t wi\h tho 

urtth tl L nluyo ro1lra.d t o ..olngoporo, W<allc 1n1'0l:ro 

buJ.lellll(. 1u ... 111!.1 oo woll oe 1n .Dwuo. 'Ihc oou;barn 

ox~oa'l41ou or tho ~ l!allwo:ro now C~& :-. nt tho t own 

or Yo, 09 ml.loc couth or looukw1n 111'14 011.ly 268 c.iloo 

t'roa llllll{;o ott . 1lle rout o or o.ny ooJmcetln6 llno woul.d 

j)r c bobly bo cou\h t'rOI:l l'o thruU811 rovoy OJ\J Coru'UJ. 111'14 

\hon ooromn tb o t'ron\lor t o o point Clll tho .~ toto Rell-

110)'0 or •i fllll. ..bot ovar J UJ)IIIlOOO i ntluon oo thoro 1G 1n 

101.1 would bo oxpoo \ o<l t o op))Ooo a .81'1\leb t'IOYO of t ho\ 

kln4. 

.... ~ 
,..,.~ ?.' ~ ... 1.> 

II" < ·• ' )j~L~tl~ 
1. •-' H\1\''· ~ 

~··~ '!',S lo$ 

"ttl\~l., 
J.l o~~· 1t-ut lon e 

• " It f ., I \,. ·~~\!)l, 

..wn 1n IJ . Drt.cl:r 
/ n orioro Consul 

1. or1~1n~l GUll t our o0l)1oa \0 ..ol)Qrt:lant. 
'3. w0-,'1 ~ .!;lbM8J , Llln401l , 
:l. .,;,a-,y t o .:oruaula\o Uwior:~l , 1.alou \ w . 

00 
, .tJ'd/ Op 
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JOSEPH ALSOP AND R OB ERT KINTNER 

The Capital Parade 

... 
\_ ~3 

llarch 24 , 1939 110. NATIONAL .... C. 8UILOINO 
WA8MINOTOH, D. C:. 

Henry liorgenth•u , Jr., Esquire 
The Secret Ary of the Treasury 
1-.ashington , n. c. 

Dear !lr. !lorgenthau, 

TD..D'HONilt NAf"I OHAL ucu 

In accordance ~ith our promise I am sending 
you t.'lrough Herbert sn ed98:tce copy of the first of the 
three articles in the "Saturday Evening Post. • To be oer
fectly frank, I em e bit sorry that Joe said we would do 
this because the Post editors were very reluctant to re
lease it aheed of time . In order to obtain the copy I had 
to promiee two things: First , thnt you ~ould tell no one 
that you received an advence copy; second , that you would 
sh~w it only to your in timate family circle. 

?,e had to high pressure the Post into giving 
us an advance copy since ~e, ourselves , never see the Poet 
until the regular dey for its sale. IIGrtin Souers, t.'le 
Associ ate Editor, has written me a letter saying thnt while 
the matter Day appear to be a 81111!.11 one, it is iaportent to 
the Poet, llr . Sollllllers says "'le1 ve never done this before , 

as you know," and adds that t.'le Post would get "in a l ot of 
jllllls" i f it becsme kno .. n that they h&d broken their rule. 
As I explained to Herbert yesterday, almost everyone who is 
to be featured in Post articles requests either a pr oof or 
an advAnce COP1· Except in your ease , the Post has Alwsya 
said "No." 

Joe i s vacationing in Florida , but before he 
left 1re hod a tAL1< and I 'I<OUld lil<e to give you our feelings 
on the three articles . YJlen we asked you to bel o ua we 
proorlsed , as Joe so apUy put it, • to be fair, factual, but 
not reverent . " ' le put more tb•e on these articles than on any 
that we havo ove r written , and we a re satisfied tbat we have 
kept our p~iae to the best of ou r ability. I n order that 

L 

you m&y reneh a sound judgment of whe ther we have succeeded or 
not , we ask only one favor - that you read this arti cle oa a 
part of the three articles, end that you pass your judgment 
not on any one thing said, but on tbe gener al picture of you 
that is given. 
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Henry Morgllnthau, Jr., Esquire March 24, 1939 

- 2-

re know that there are opinions end app.raisala 
in the articles that you will not like. r:e also knoT. that 
there Pr e other very fevor•ble eopreisals to which your critics 
T.ill not agr ee. I do not went to labor t.~e noint, but I do 
want to ask ngnin that you make your judgment on the bMia of 
the three srticles and the broad. picture of yoursel f . 

I cerulinl:r r:ould not .. c.nt to close this letter 
..-ithout thanking you, in behalf of both of us , for your gen
erous coooeration, your retience, Md your kindness. '·ithout 
the hours which 1<e s pent 'Iii l:h you u "ould hsve gotten an in
correct oleture of your wor~ . Herbert also was invaluable to 
us , and I ~'" afraid "'e l.Joposed uoon his good wUl. He gave us 
every bi t of information wh lch we requested end I a~ sur e we 
could not heve done the articles at ell ~dequntely without 
his tdd . 

'ould you el so plense thonk Mrs . Mor gentbau for 
her help? She, too, >~es invaluable. 

Since you already know the contents of the second 
end third articles, ~e ere naturally extremely interested in 
getting your reaction. If t understand the attitude of the 
editors of the Post, they think the ar ticles ere • favorabl e" 
to you. l e are sure t.~ey are, and hooe you agree. If this 
should not be your reaction, we •ould be extremely sorry, bu t 
""uld not nnt you to spare our f eelings. 

I hope you bave a pleasant vacotion. Best •ishos 
to !Irs . Morgenthsu and yourself . 

Sincerely, 
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Operator: 
Frank 
Uur phy : 

Hl.!Jr: 

t! : 

If • -· 
li!!Jr: 

L! : 

u::Jr: 

'!ltJr: 

" · ... 

J.. ! 

I~ : 

HCJr: 

U: 

:ru.Tr: 

!J: 

The Attorney General. 

Yee. 

P.ell:>. 

Hello , Henry. 

Frank . •. .. 

Yeah, 

llarch 24, 1Q3Q . 
•:13 p . m. 

I 'm writing a letter tod~y to Cordell Hull about the 
National !!un1tione Control Board. 

Yes. 

Anc!. I' m sendi ng you a oO:>Y or i t. 

Yes. 

I have never been eat1s1' 1ed the way the. t Boerd hils 
been run. 

Yeah . 

It' s run by~ rellor by the name o f Green. 

Yeah. 

• 

And rran~ly we -- our boys have caught him in- absolutely 
l y i ng. 

Yes, 

Now , ir t hat Board controlu the expor t s ot t he 
munitions, -- and in thi e letter to Mr. P.ull, which 
I am going to send you a copy or, I'm aek1ng t hst he 
t o get ~n opinion !roo you. 

Yeah. 

And I just think tha t - - ch, we 've eort or t h?ught around 
here a long t i me t hat -- t hat t hey were break ing t he law 
when they permitted munit ions t o be exported t o Germany. 

Yeah. 
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H!lJr : 

L: : 

: ! : 

E:1Jr : 

! 1: 

"!. :.rr : 

H: :.r r: 

... .. . 
u:!Jr : 

HI:Jr: 

,. . .. . 
!I~I.Jr: 

l!: 

!C!Jr: 

16 
- 2 -

An<\ eo I 'm-- Ed Foley knows all about tt. 

Yeah. 

And if you wouldn 't mind taking a look a t it yourself; 
t her e might be eome~tng, because I kno~ that ~e 
?resident i e lo~king f~r t hings that he can do against 
Ger many Just now. 

Yee. 

And I think that there's a eeventyQfive per cent 
cnsnce t ha t t h is ia one of t hem. 

Yeah. 

I ' m not as sure of t hie a s I was on the countarvailing 
duties , bu~ I'm e~tns t o send it over t o you; en<\ I 
I %nov t he Pr esident i e inter ested i n t h1e ltind of 
stuff . 

Yeah . 

Is tha t enough said. 
a t it. 
Of courAe I will, and 
don ' t -- I -- i f it's 
temporize with it. 

I mean, you - - y~u' lt t ake a loolt 

if it ' s wh~t you say-- n~w . I 
Ylhl< t .vou ee.y we :>11ght no t to 

It' P a seventy-five ? er cent chance t ha t we're right. 

Ye sh . I "~uldn ' t temporize with it . I'd . . ... 

Ri ght . 

... .. t ake action i mmediately . 

Well, v•e 've fussed with 1 t now for a coupl e of years . 
'1/f!ve \. bought n'>w f or a couple of yeare t hAt under the, 

law t he Uun1 t 1ons !loard had no right to gr~< nt ltcenses 
~f ex:lorts of ounltione t~ Germany . 

Yeah. 

llut I can ' t ge t any s•t;>port. 

Well, you get i t over t o me right away, 

Oltey dolts. 

All r i ght, !'Pnry. Good bye . 

Good bye, 

• 
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I have been troubled for ao::.e t.la" about t he l egali ty or t boo 

ieouance of lice no ' 8 for export to Cemany ot I Tal 1 a•unl tion and 

l'lplo~entl of war by the '4unit1one Con trol llo• .rd , of wblch I aa a 

aeebor. 

Seetl~n S(t) of t he J oln t ~oolutlon or ~ay l , 19) 7 (~ Stat, 

121), " li eh c roo t ea t!>o 11\ml. Uons Control Bo• rd and pro• idea for tbe 

resulot.loD O!' t he ezport Of a unitiona , l"•lld a U f ollOWOI 

The Pet.ce ':'r ... t y be been the Unl v d Sta~"8 &nd Ge rwall)' lncor-

pora t ea t hat provJ.a l on or tbe Voraelll•• Treaty which r orblda CerNny t.o 

In vJ.ea or all t he c J.rcll'lls tancea , 1 t occurred t <> ..., that you 

al(bt went to take t u e up with t he Atton~ey Ge nera.l, 

.lttac'utd le a e<>py of t !!e loti. r w'uc b I oen t to da y to 
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1:¥ c!11ca· llr , Attom•>' O...nll.1 

I as ancloa1a& a eow or ~ lattar whlllll 

I •"nl. t.oda7 to S.cr'"tll1"7 RuU l a n>C•rd to t.he 

............ or llcenaea ror the export to Cleni&AJ ot 

ana, .. ..uuoa and l a pleiM!Ita ot nr, 

Thh 1e tblt u ~tar 1 apolle to 7ou about 

o•er the tal e pbolle, 

Attaobllent -

The llonorable 

Ve17 trul7 )'OU.nt, 

(BiJinoo) IJ. Morgeulbatt. .Jr. 

lleoret&r7 

rhe 4ttom&7 C.Deral 

18 
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.., .._ llh SMN\u71 

a.,.... Hl- ot.,. 01; a'" •• et eta.._ •wa..- U. 

L939t wUb ,.. .. ~ &o """"" 13 - · - •t.&a, _. 11l#l..U et 

wv ci.LH~ \ba\ ~ heNMI7 ot "'"''" 1• _,, .... "' ~ u
_... tw til• w.por\ v C•f'IIOil• or uaa, ~u.. cw ill;ol-u or 

u JOOi a... tor - \1ac Uler. bu "- -..14~• _. 

&a tal• P"N _. a1..-- rl til ftapeo\ &o tala llMM111& of \11- -

pone w o-., u <riM or til• ;11'1>-wiai- or •••u- !l(t) ot •• 

lab\ !•oolatu• or lq 1, l ')J7 (SO G\o-. 1:11). A au•t er oL ua.

tte•~• lf1~ :-espw~ \o CllW l h ..ullitia Allft 'llleta\1oa.4 the lepl _, 

\bwwhr, OJI4 1 .. eoftiea4 bT \.Ita AoU.., o .. n1 C..ool or U.• T'r~ 

Depiol ..... tllat- ot ...... a~ II 111\11 IWI<lll• a -•11111.-tO 

.... of •tborlllro Ia till• -..u-. _. &a • M1100111r u • - 

•f ... b.U..l lllal\1 .. eo.\rol ....... 1 ~· ~;l-1-A .. ,_ ..... 

"hiac •• ma\ller • • og11Uoa or tb• .;t;!loro• a .... offi oa U.• 1,...:1 

llMUtlft laftl'1'<14 lou liMa oll\olDM. 

YW7 ~,_.. 

{Sigu.d) l:l. Morgenthau . .lr. 

111111...,., .. ,,.. .... 

.. lrrartl·, ....... ...,., ...... 

19 
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~'"''' Approx1matel1 3/24/39 

Wr. Fole1 's opinion that 
l i censing of export of arms 
and ammuni t ion to Germanr is 
illegal. 

• 

20 

, 
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~ Re : !rporta t1011 ot IIUD1t10118 to aerman,r. 

The Aot of A~ust J l, 19)5, 49 Stat. 1081, as finally 
~ended by t he Aot or Way 1 , 1937, 50 St at . 121 (U.s.c., Sup. III , 
title 22, eeo. 245(b)), s enerally kno~ ea the Neutrality Aot, 
prov i des, i n part , as tollowe: 

"(d) It shall be unla:7tul tor ~ person t o 
export, ~r at t empt to export , trom t he United 
St at os to any other state, any or the arms , ~
nition, or impleMents or ~r referred to 1n this 
Aot , or t o import , or att empt t o i mport , t o the 
United Stat es from any other s t c.to , any or t he 
arms , ~unition , or i~p1omenta or war rotorred 
to in this Act , without fi r st bov1n0 obtained a 
license therefor • 

• • • 
"(f) Licenses shc.1l be issued to per s ons \tho 

ho.vo registered as hel·ei n prov i ded tor, except 1n 
cases of export or i mport 1icensea where t he export 
or arms , ammuniti on , or implements or war woul1 be 
i n violat ion o:: this :.ct or any other law of t he 
United St at es , or of a treaty to which the United 
S t ates i s a party, 1n which coses such licensee 
shall not be issued." (Underecor i~ suppl ied.) 

Article I of t he Treaty of Peace between t he Uni ted States 
dated Ausust 25, 1921, 42 S t at. 1939, 1942, provide• aa 

"Germany undertnlcea to accord t o t he Oni t~d 
Stetee, end t he United States shall have and enJoy, 
all the rights , privileges , i ndemnities, repurat i ona 
or odvont agss speci f i ed i n tho aforesaid ~oint Reso
lution ot the Congress or t he United St at es or ~uly 
2, 1921, includi ng all the rights and odTantagee 
stipula ted tor the benefit or the United S t a tes 1n 
the Treat y of Versailles Which the Unitod S~ntee 
s hall tully enjoy notwi thetandicg t he tact that such • Tre~ty baa not been ratifi ed by tho United States . 

21 , , . .._, 
·~ · 
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uUolo II td O'Mb tnav pnrt4oo, ia ,_.,, .. touona 

1 (1) Ill&\ 'lao r~to Mt atftll\oaaa aUP'1oHt 
ia Uaat ~-.,- tor u.o ~u td u.o U.UM ... , ... 
*lab u lo tat ..... 'lao Qat'-' 1\a\oa oball laaft 
u4 -,.,, oro U..Oo 4fdtaM ta looU.oa 1, ot Pan IY, 
aD4 larU y, 1'1, 1'UI, D, X, U, XII, XI1', Mt X1'o1 

(UII4erMortac nwuo4.) 

22 

AI'Uolo 170 ot JW\ 1' fill U.. 7na'T ot 1'•oa11loa, rfdorrot 
to ta U.. 7n&IIF fll A1lpai a&, 1131, pnn401, ia JIU''• M toll-a 

1
lopor\aUoa la .. Ow v ot -· -u1ooa 

8114 ar •tOI'lal ot .,.,C7 11:1a4 u.n ~· otnctl)' 
pro~u.-.• 

Ia lilla , prior to t.bo _.._, ot U.. ••tral1V .M\ td 
1936, ~ 8\ato Dopan-t 41101'P""-' U.. oarpor\aUoa ot a llll1\u7 
airplaao to O.JWUIT DD \be poolm4 t~>at , alaGo U.. 'Da1\o4 1\aha •..-.r 
tho pro'fieloaa ot J.rUoloo I u4 II ot \be 71'eaV ~·•- t.bo 'Da1\o4 
Statu u4 OoraJv roa\ol'la& h1u41T lelaUou, -.JOT• all \be ...._ 
nnta&u aUpulah4 1n .A.rUcloo 170 • • •, ibo illportaUoa ot 11111\aq 
air croti tato O.~WU~T • • • woul4 couU\Il\0 a Y1olaUoa ot \bo \roo\7 
rlehta ot ihll Oo.-\1 , Lotter ot Sooro&aq ot 8\ah Corclell I!Ull, 
Soptombor 11, 1933, Soo Dopari.,.\ ot 1\aw Proao .. louo, l'l>lllloo
Uon Jo. 641. 'l'hh .t .. no roatt11'804 'II)' \be Stoio Dopan.,.i 1a 
19:5' 1a a Depart.,.\ Prooo lel••• 4o&o4 Sophllilor aa, l.e:M. flail 
coAU-..o \ o bo tho corroot Y1ow ot tho tr.a\7 at 1121, ..... ota.oo, 
\lll4ar tho louirall\7 .A.c\ ot 1936, no 11-••• -., 'be Ulll04 tor \be 
aport at -1\1ono 1lhan iho uportaUOA woul4 be ta dolaUDD ot a 
\rooty to wb.1oh ibo 'Da1to4 Bt.ot•• 1o a por\7, \bo 11conotac at \be 
u:por\ ot -1Uon• i o Ger~ 11 aot poraloollllo. uc-to to tho 
con\raq 4o not •tu4 11p1 

1. Ii U. ll- co11\._ \bot \bo t.o.-o ot Uca••• to 
upor\ -1\lou troa \be Ull1\o4 8\a\11 \o Qa,_., 6ooo aD\ OOJI.IU\a\o 
a Y1olaUoll ot tho 1$1056 .A.ci ll-u• oocUoa 6 fill \be 111315 Aot torll141 
tho II'OIIUJI& ot upon 11conooo t or -utoao 1a oaaoo wbor'o iho !lipOrt 
ot -1Uo11o 1 woulcl 'llo 1n Y1olaUo11 • • • ot a tr•\7 to a1cll lbo 
Un1\o4 Stotea 1• a par\7 • • •,•, wher .. o tho 11121. tr.a\7 o1\h ~ 
111 \oru prohibl\1 onl)' tho le!or\aUca ot -1Uou 111\o \bo\ oou&q. 
Bonnr, U h c laor \bel AOr-oll)' aD upon ot coo4• tr• \ho UaUo4 
8\o\11 \ o O.r.A117 IIOOIOI&rll)' lnYOlYOI aD ... r\aUCil ot 10041 1ai0 
O.JWUIT. hall & F1IICh eo ..... 1141\{t S\a\ol, (1902) 1110 u.s. 143, 146-
146; ••• UD1\o4 Stat•• •• Cbayoa, ~1113) 238 u.s. 629, 630. !bore 1a 
D.olh.Uc \o 1JI41ca'• \hat tho wor4 1 ozport• ... uoocl 1a \bo loatrall\7 
.A.ct other \hall 1n 1\a ao..-.1 ooaoe. 
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2. It bas been argued that alnce Oe:rman7 hae openl)' re
pudiot~d the prohibition against rearmnment contained in the Veraaillea 
TTe~ ty , tho provi~ion or the 1921 Treaty with the ODitod St ates which 
prohibita importation of munitions into Oe~ 11 no longer in etfeot. 
~Atever may be the effect or auch repudiation upon the oootinaance 
or tbo obli0otion under the Versallloa Treat y , to ~ioh the ODitad 
Sthtas ia not a party, Germany, so far as there ie any public record, 
b99 novor even requested the United St ates to be relieved of its ob
lig~tiooo to the United States under the 1921 Trenty, nor baa it ever 
not i f \ed tho United States t hat it coosidare the provisiona of the 
1921 !reety terminated or obeoleta. Further, the United Statea baa 
never octad to modify or rescind the limitation 1apoeed b7 the 1921 
Treaty upon th9 sh1poents of a~ to Oeraanr. It ia a wall eatabliahld 
principle or international law that the violation or raounoiation or 
a treaty by one ot the partie• to it doea not deatror the force or the 
trenty , ln t he absence or consent to eucb renunciation b)' t he other 
part)· : In re Tbo~~&a, (c.c. S.D. N.Y. 18'74) 12 Blatoht. )70; Cllarletoo 
v. Keller , (1912) 229 U. S. 473, 474, 475• It &lao aeeme olear that it 
tne inJur~d part)' to the treaty dol8 elaot t o regard the treat)' &a void 
i t ~ust expreae thet deo1a1on through a treaty or atetut e or other 
constitutional process and that it i s not within the prerogative or 
any individual or or any ottioi al ot the State Department to aDDul or 
to treat oa annulled a treaty ot t he United Statea. See 1 Wr1t1n&e or 
1amoa Madison (1865) 524-5· 

). It bee been contended t hat the Treat)' betftlll the UIUted 
States and GenoaDy ot Fr1endah1p, Co• eroe ud OODaular RJ.&hU dated 
DecUDber 8, 192), 44 Stat. 21)2, eupereeded any inh1biUoa *ioh a1P\ 
have been contained in the 1921 Treatr. In thia -eouoa, it 1e 
only neoeaaor,r to point to the laocua&e ot Artiole XXX ot enoh Treat)' 
whioh provides aa tollowa: 

It' 

"Notbin& in the preeRt Treat7 aball be •
atrued t o l1Jd t or reatriot in eJJ;J 'tnQ' the r1&JRa, 
privilege• and adT&Atec-a aooorded to the uaite4 
Statea or its natiCDala or to 0.~ or Ua -
UoJULla; by \he 'rrea\7 be- the t7aited SW.tM 
end 0.~ r.torbc tr1ee4l)' relatioaa, -•1~ 
on A'IJCUl 25, 1921; • 

. . .. ' ( .. . ., 
~ _t, •. 

. ' 
Treaty or AIISUft 25, 1921, expre~~•lJ ataua, ill A:ttlOl.a ~ • . .-w 

ao<ov1o . th&t the proTiaiou ot Part v ot the '1'rMt7 Of •-"'"• la• · 
oJ.~u11J1g neouear11y Article 170 , are int.Ued .to~ tirrr- tM ·~·. of · 

uo:Lu<a Statea. 

' 
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J'<pU;r, ~ taet tllat tlall _, ot ald.s-ato wllloh !an 

~t_.. .._ •• w Clo2 V -•• to «ml:r about 12,000,000 4oM 
... u .., ..., .. tftet '"- tU taot that INOh ahis-ah hen lloc 

,..uecl ooat1'U7 to tile Boutral.U:r Aot, ~MJW>l'e , a prooeclllllt f 
hu bellll eetablhbo4 Wllioh WO'Gl4 taable Oo~ to s..pon trca tho 

111aUe4 Stat .. aal111Uecl qUDUUN ot - 1t1CIUI 1a YiolaUoa ot tho ...; / 

prortdou ot tho Poaeo 'l':naq ot 1921. 
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GRJU? :.!EE.TING ~area ;:4, 19)9 . 
ll:JJ a . :n. 

Present : 

u . : . Jr: 

tl . .. . Jr : 

<-o;ll: 

u cll : 

H . • . Jr : 

llr . danes 
Ar . Bell 
Mr . Gibbons 
..!r . '-OChhead 
.Jr . Gas t<)O 
:Jr . ar~s 
~r . uni t e 
wr . Fo ley 
... ,. . '-'uf t'l e ld 
•' r . Ore. vcs 
.!r s !<lot: 

~ ,;<..nteu to fin~ out from ::Oo.;:t1crz no.; t oe President 
r~u~t~~ on tb~ r~~~rvt . H~: sui d he b~oked me up 
o n ti1is . 

Yes , h<. g:. vtl ;,n a rt;:U.Jo:nt, ~hh:k t o l d me, in favor 
of t nis .uv..tifieu pl.:. n . · 

.. e'r ~: st.Ul ;; l i rl!lnt., J ohn. 

lioN , ""oars sometn tng th~ t ttt<:y ' u ltke to bring 
U!) tht> t 1 ~ iwpvrt~.on t a nu tilu t 1 s unfinish~J business 
I shoulun ' t lenvt: b ehind me·? 

_. il;.v e so.~oetnlng . 

l hc.vt> v ne or t wo th:!.nes t o t ul k to you about. 

::ell, y ou b e tter do it no<; , so - .a. me&n et lea st I 
c&n tell you th~ t I ' ll Just pass tnem on to s oaebody 
else, or SD Y ye~ ~r n~ . 

l:t<ll , .mtt tning I • ,! like t o have you sig n i s a 
letter t :> the r-ctlng "'ominls tra tor of the Fedtl r a l 
'-;>using hi.ltninis tr"' ti..>n, a ppr ov lng some ~omenaments 
to t heir rer;ulE.tl ns, ana <'lso cvproving :. c~.ol l 

..>f ~b..>ut ~?JJ, JJJ ..>f tne outst~nuin& debentur es . 
•nE, 'v~ ~ot uut~t&nalng about u million a nd u aulf, 
t. nti .• ave got "- 11 t tle ove r »7 JJ, JJJ in c &sh, and 
.~oulu lt.tc. to c~ ll those Ap r il 1 . 

.; .«. 
l hree places here . 

(d . ~ . Jr si&ns) 
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oell : 

H.·:. . Jr : 

uctl: 

5.;11 : 

B • . : • J r: 

a . .. J r : 

.t.c L!. : 

-~ .. J:- : 

-
2b 

-:.:-

~ou ;.:;ke<I ~e t o S,)et.k to you :bout E.=cles ' mcmor 
t.nJuc; . 

n, vc y J U ret..d 1 t? 

Yes . 

YoJt:. !lt.vc.n 1 t .:-~o t. ..:. i t'l Ht. ju:;t m.n t s the. Tre:..s :Jr)' 
t: ~ s: ... u) ·1ita tin. r cuet•t l R!.Strve "'o"r;~ t his 
~"6n :~~ket ~ol ~~y :..n~ restrve ~utstion . 

rn- :.it'"-!"t:Otl;t tU~:f !U ..1 t :nettinr 0:)!'1 .A;:rch 2)1 

... , ...... ~1~ .zc.ys : 11..!r . ._~rrls .>n -l.JVc;.:t.l tnt t t:lt.:: .... n~iraa.n 
e!t n.-r by t elt.,Jn.lnc or , .. r~<>m.lly advise tne 
uC:!ret: !"j" .!.n l"I..!JlY t o ris , uesti :>n the t (l) tne 
ieder-.l o., .. :: .• ,.1'.<c\. '-.;>.J.Jlttce does not r 1..geru tne 
~resent •;; t n .. .Jr O;)l r ti.•le f or a r tau c t l .,n in the 
'>j :;tem ~;>"n :IJ!lr«"'- tCt.: J unt by tnt sole of bonus , 
~ tt<r th< t ... n vi E. ..... r the cn1.nge i n eire was t.~:.nces 
th1• t :l<'S occurr"" since U tll c.uesti on VIF.S ,>resent ed , 
t:le t..:vmmi t tt:v u !)~ UJ.tt. u t.nt.. ~t:cret.c ry 1s of t h .: sanle 
Jpini Jl1

1 
t s inv • ..: ::ted by t ne ct.ncell;, tion of 1 n 

Juts t· n.;ir.s •r .. ~t· b~- t1h: •r ~c-~t..rj' t ~., t nc Feuerrl 
t1ese rve o , '"' .a· •;t ,. ~.)rl< 1..0 s1..ll ""lJ , ))J , ))) .) f 
l .J'1~ !J f or \.tlt.: t:-u_t...~ : .... :ntnl.J\..r;re.~: Cy ttl\-. 'Iret.~ury, 
<.!. - \~J tn<= v~.n.a.tt t> :.till !'et!lS th<.t to~; C•Jntinulng 
.. n ... fur~.H::tellti .i yt: JOlt . .l lr.'V.; l vec !....i .>nevi' e-xcess 
!"C".3~rV-.;S, tur t l .~ t rlo.. ! cr l J~~ .. nl€, .:. nc. L:U t in.:.SClUCh 
:.. J tn~ .;t;.t:!·~ c.~ ~.~ "f t n.t. ':1·~,;.=-...:;......r ;, t:A~:-tzsc"' tat: o ,>inl :>n 
t1l<. l.. ~;n., ,..r i -< :'. I"t.:->P r.~lbil • tY f <>r lnith.tlng acti:>n 
.. :.t.o r t.:rt~t. t.J e .u.!-..: $ ... r \;,.-.~\..:"Vc...£ r e::t.: vn the. f t: ~ c ... rl 
!'\~ ; ervc. .:.y :;. tlm, t.o~lt rc ... c.r: . .! v,;e.n ...li ~ttct C"o:w1t tee 
,. , _ _ u ..;\.\,! c c;;t tn: t r~prt:;cntt t lv,s ;,f tul Syster.t 
~ ,r, s<.~t .. itn tne 'tr v:..>Jry :.1\.h :: vie.t to detercining 
li c. Lmg- t' ' n~ ._ " L t l co< c1 n be I~~>u e on th& t problem ." 

"ell, I <>On 1 t tnl:1r. it h lS t o b e r ns: • .,r eJ iJIL1edh~t!ly . 

:.ell , stucy it . 

n ll r ight. T:..tc: s ~.Je time , I tct.:e it, to s : UI.lY · 

.. ell , will :f;>U lli.OJlC it? 
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&ell : 

IL J .Jr: 

H. . Jr . 

<>ell: 

Ll ul l : 

H. A.Jr: 

rltnes : 

H. I. Jr: 

bell : 

H • . !. J r: 

27 
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GlaQ t o . 

I think so . 

Now, Fahey cHlled up tnis morning, wan ted t o t alk 
ove r his pr oblems . t::vldently he ht.d n ' t r ead the 
letttit' I wrot e t o 111m say lng you (Bell) wer e a vail
~> ble . r.nd he wanted me - h e t old me what the prob
lo;ms 11ere . I s~>id tht t was rigllt dO IYn y our t:lley • 
• ,1, refund i ng r nu b ll t h&t. 

~cs . ;!ell , I 've t~:.lked t o you abo ut tha t , t nd 1s 
it ~ 11 r l ght fo r me to go n head a nd t r:; to wor k 
out :; prot:rt.o? 

uel: , r think so - J ;>hn - . .m tnis l'efu noing , E. lw&ys 
.)D t tlo.' !> U,.op.lSi t i Jn - it 1 :; :. 9) J million <lOlla r 
r~fun~ing of tau rlome JNno.>rs uotn - taat thin~s 
... ~n • t get <..ny '" :.> r ;~.: . 1 M"' n I " oulon ' t 

He ve to ..!l<.ke t he cal l arounJ 

,;a en wuu.la ttu . t n or m11l l y be ? 

11; v t; t u ..tt.ke tnt< .,-.11 vr obbbly first of :.1! . )1 and ha ve 
< rel'unuing on May 1.5 . 

·'ell, wna t l wJuld ao is, l ' a .;et it oll r et>dy to do 
t.nd toen " nen I g e t b:ck Ne can t& l~ ~bout i t. ue 
C<.D b.~o ve i t ;cll,/i'o;bl; . llOuldo 1 t )'OU {HwteSJ SIO)I SO? 

.o. es . 

" e ' re going t o tu. ve tnem use tneil' c&sh to ,lE Y off 
some of t nei r no t es . 

<>ome ,~a rt of it, yes . lney 've go t <1uit e l:l problem 
of s pr e ad i ng their mt turit1~<s , s ee·? .. h ey •r e get ting 
in this cash from month to month ~nd they c en •t buy 
secur ities in th~ r.tl'rk e t •l ith t heir s i nking fund 
.vhen the secur ities exceed par; so we ha ve t o ha ve 
so~e sn~rt matur i t ies i n the r e t o t ake c ar e of tno t 
C<.so coming in . 

Any t..ting els~o? 
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uu l l : 

d . ..: . Jr : 

llC 11 : 

H. ~ . Jr : 

H . ~ . Jr : 

L,.l i. : 

H . ~ ·~ . J r: 

~ell : 

d . I.Jr : 

.cel l : 

h . J . Jr : 

:<lot~ : 

n . : . Jr : 

~.:en : 

d • •• Jr : 

L~~JI..! nnec.a. : 

- 4-

No , t ha t ' s a l l I hPve . 

No• , ~~u 1 re a ll clea r? 

28 

ies . l s till n~ve some unf inished business the t 
}oU «~nt me t o ao, and t h&t' s the wa r cos t s &nd so 
fJ rth . 

Yes : 

put I nt.v.:n ' t nr.a a cn .. nce t o t tlk to Y.-' u ;..bo~o~ t i t. 
•m.t ..:L ll •• :.it, I sup;.o~se, until y .:m ge t bLck . 

I t. .. ln" so . out. t.nc C"bln"L ' s just been·c~lled 
.>ff . .a. ai-.n ' t .mo" tnt t .•hEm i callea tnts '1e e t1ne ; 
.1. ,. _,UJ.t.Hl 1 t tu-v., C<-llc<l tn ts ·""'"tinf . "e ' ve got t ime 
t:1~.; -.f ~o:rn.:>Jn _f ~.H •.• t.nt it . 

'·ll. r lt,ut . 

It' s c.ll r l ctt t ol' itn me . 

" c.nt t o ~oue in tare~ o 1 clock? 

J.ll r ight • 

.. 111 you ( 4 lot ::) ,~ut ~r . !:>ell cm.n < t t nree? 

un-huh . 

M~c , y ou go t ~c.. t hin!( , ::ny unfinished busi ness? 

• j ust go t. & lett~;r from the Ac t ing Secr e tl ry of the 
~. bvy : " I t ;, oul~.o bt: !.iJ,II"LCllitt~oo if j ' UU .vl ll B'"'Lhoridl 
t.h;. 1r.,L~.,;ry ugc/1(.:) s .. rvic& to coo,>~n te .~ith the 
uir~ctor .:>f t he :~an.l •ntellic;t.nce in conn.;ction 
. 1 tn t r: .i.n' :1f o1 •· L v~ 1 J.nttllit;Ence per sonnel . " 

• t.U~ht\ tsut. ~::.goo~ t a.lnd f or us t o do . 

v .. L 

Tn .. t' s tll . 

->ll•r"s It' ll nice a na t,ulet, bu~ 1'rtncs Lr e ~o;u ite 
n~rvouu ; ~ robubly contin~u f or t his ~rternoon , 
'•tlcn ti1c y 1 r € look i n_. t o llussolini ' s speech. 
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d . . o . Jr : 

a.~ .JCh.nttO : 

."/o t t &: 

ri. , , ,lr : 

.'.'ul 'l.t: ; 

" · . . Jr : 

~dl : 

F ll;;y : 

,J. . Jr : 

-5-

I tn.:>ught old ":>iussl'' a ian • t tt l.c until Sundn y . 

Y~s, but i t' s., 11eeK- e no - r egulcr pa ttern- ~rldv;y 

<.ft er noon uno S~:. turdly thl:>' t)et cold fee t . !nc1-
uenttlly, t he s . ~ . * Lnntttln, scllir.6 todb0 , is 
g.:>inv to nu v~ ~:. re~o~u gol~ c urgo, 52 =1l l1on . Sort 
Jl' r ... l,.. p;_;y ':If f thE ro':lrtsq;e - l·b:>ut ~ 125,JJ ) frE:i &h t 
.:m t ha t bo~ t . 

~Llrns is ~n thLt bok t . ~ught t o give nim r fr ee 
r i"e . 

Ca.lrns l nd Jo oley . 

•Jl~l ' 1 1~ r olay . 
.;_nc 

::e l l , y ou •·ti' <! Yest~r"''~ · 

' ·hit H'~ ;, ,> u l.r;r in., t o dJ , t ' Ke Fole~ f or r r i oe? 

r ~:tlo .. • ~ ,,,.,q: one d<Jy Bn<> ue ' s gone f o r ' ' l one time . 

T<..cill£ c cruise . 

l ' l~. re:...~ t .. l-5 - : h i ·t< ..:~i. t r .... ' s !:lcmor r-ndllrn on the 
?resl. .. E.nt 1 s .,r eos< co!'lft.rence . 

11 u ~..: .1 .:. .:>&~uri ty - <' t" csi~ent n oosevelt t ou< :r Sl. iC. 

tnt; :- :· t~tnt v'-cic. l 3ecul· lty .. c t •nt.4tes poss tble l 

re:<r Vt: ft.n.l willet., ... n .. e.r ln!>urt nce ::etoou:; , \'l ould 
be ' ~ ....,.., u l'e. ~;o . 1 n.s r<.eu i o I.!OCillritn t on tn l. S t \... tl•tatr.t 
..> !' u~ <! r t. t:. r:r o.H' tne '"l'Ct st:ry MOr (.enthuu bEfor e iue 
rl~U3~ .1tys un~ ~e~~~ ~010 1ltt~~ on the old-u~e 
r .: .... rv;., tne t'resic.ent s~o iu he 111. u not y e i r ead i t 
Lut tl•• t •:.11 ..>f us ' h11Vt;; bt.t.n .orkin~; t..:> ellu. im te 
flht. t t..:.Jc r the exi~t illi: 1:" m-s tee n ' very pr .:>ptrly 
..:rlti~i-t.u--~n tu•li:.JitE" r t.:H. rve . ' " 

'• ht t ·~~ 1.l l r i g nt . 
St id 

"'nit: c'rt. ~ identi'l t wo..s untrue , ~os has been fre.,:~~:n tly 
SL.flt. CS t eu , thLt the r es.,t·ve funa under the e xi sting 
s y s t em w aula sometime; r el ch 40 billion doll,rs and 
beyonu . ::nen iJI-YID"nt of bl!m:f'i ts re&ciH:o subs t 1 ntiol 
.•r o,.>o t•ti ..>u s , he ,.ooint~:d ou t. , ou t go would ~t let s t 
e<,Wll 1m:ome . ..h~:.t Nt should hr ve, ht declt. red , is 
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H •• l.Jr : 

20 

- 6 -

a n <>ctuol r eserve tb t~•ke c a r e or puya1ent s f ot• u 
,_,.,ri"o vf from thr~e to five ye~;rs in tne e vent of 
e:ullrgencies ." 

.. e • r~ t Oit;ther . 

n .r.skcd if 1 t ··.-e r e fe~. s i ble to 11old ooNr. tne r 11 t e 
o:· tuxt t!"r. , he s<.1<i tlu. t dependea on how much of 
~n lncrLISE in ben~:flts ls aes lred . " 

T:wt ' s O. K. 

" In r esronsc to a ~.uesti n : s t o how l a r ge a r eserve 
fund t·.irht b"' E-de-,ut.tt under tl1e pr esent systtm, the 
rr&.:Ltr.t Slid h .. '" sn' t. :;ure but ne believed t hought 
.. ~ s b<. il.t; 6 i ve-n to • r l.;ur<. bet .. etn t .70 <.nci 0 lu l f 
I !).I thr.,~ o.:lU.t•n ..:OllE 1':. . n$~0:0 lf he l.pprOVed of 
: ch.:r.f ._ in t ae ,.>r .. :.unl. ;>l'vl r~:n of incre~ slng .,.eyr oll 
t:.""·' • t.h., ?r.,sic.ent r .,;>l:<.:i t:l~:t thtJt is whut 
~ Jno re:J!J 1.:- ::: tUU.:t ~ng u~~· . n 

• 
~lght wwAn tnt Dlley . 

v :>Ulur. 1 t IU.Vt;; been b.-tl.t.r ll 'l~c sci d lt lli::JSt.lf. 

"~ht ~r~~icent stid~ in rh~'Jns~ t~ a re~cest tor 
D.l:.t.~._nt , t.l.t·t at ilb'- ;;;, fll' re1c. oruy the nct.dllnes 
..>r: ~h~!.r .. oe:.n ~c.:-.ies ' -rtmt..:~,cs ot:f vre: t He -=-vecitl 
::a:n.r C..>LIJ.Ii tte.., of tne Ctnute 3estero~y .. ith r e:.,ect 
t o bu"lt:t-b<l~>r.Cif1b cno ~Jrt~ll.nent of ~·xpcnultures . .. 
'Jht..rc n t·~ !h.'t.lL.ng t :.> s:.y one ;.·t..y o r t.notltt.r , he 
r e]Jlle:.i to , .,ues t i yn, r ec;ardine r cvorts tl1nt 
c're~lo;:r.t tlutchins o f til~ v!Li vtrsit~ of '-'nl.:IJjlO Noul d 
b<> u:..teo t u s uccet<ti oill Do~lt-s "s SEC <.:m irmoo ..•. 
Tnc f'r.,ai<.o .. nt s .. i C. llc noulc s t~Jy ln .:c.shin{;ton o ver 
tuc wce.to:r.J &no th;, t ne ,,oulu let> ve f or ::arm :.prines 
n~:xt .. ~dne:;d<.; evenir.g , ' subject to ;>ostponemant or 
C<.nCell& ti_,n , I " 

.·. ednc~c!t.y . 

x~u \vochhcvu) a l l r ieh t then? 
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Lochheaa : l! es . 

.i . :.! . Jr: 

Cibbons : 

H . ... . Jr : 

vibbulo3 : 

.: . . J r : 

d . .. . J[': 

Gibb.>ns : 

H • .; . Jr : 

Cibb.:lns : 

u , .... . Jr : 

"ibb .ms : 

H. ·~ . Jr : 

Cibbons: 

All r 1&ht . Mr . uibbons? 

! 1 11 doing nothing , of course , . .m t he .:ocst Cuurd 
ex~e~t j n tue Lit'pl~nes . I tn1nk we ' ll ge t t hose 
~.i r )ll< nts - i. mehll ui th the r est o f tilt budge t u rv 
rtc.ues t . I ' :n n.:> t o:s.<lne Lnybody on t ne d i ll t o • 
•te l v u~ >Ut un t ha t . I'm leLving th~ t to " Deache . 

You mer n th<. fiftttn ,)hn.,. :,'•' 

'• n~o fiftutn pl:,..nes , o nJ tne t·.-1.:~ - on e f or L.11:o:abetn 
'-ity 1.1.0 .. me for ::;,.n ~ru • .::isco . 

!i,, . l.>uu t t.ut tnre" ~utter:~? 

I •:n .vor.;:~nr on •nr t . I th inK <~e ' 11 get ~11 tnose . 

De yuu? 

ilu ~ tn~1·1. 1 s un ly on.; otb~.r tt11~ . l. o u sent " t .,sche 
uver t.u tnt ~ivil neronuut.ics Author~ty •••• 

••• t b ..>ut r.tvnit.cr im; tht.Jt ;:l::.nes f lying a cross . 
.. t rutvu. ' t g.:>tttn ;.ny •. het't y1o1t . But tntre is !Jn 
c. . ,.>ro .J rl~tion u.•, p:.ss ~ -. by tne " ouse t nu 5ent. te 
bo th, !; l vl rot "ivil ntr..lnLutics t u t aor1tr , funds 
to Lullu r « iio s t ;, t i ons t nd ull t hat sor t of t hlng . 

ioell, why con ' t y ou ~nJ u (lt:Sche g e t to!iethc t• with 
Civil ll(t'Ont utics and ilavu it o ut'? 

Do )' j u v:. nt mt to ? Yo u nt.u sent n!.::a o ver . 

Y.>u Jlit"ht - if Y•>'<.t ' o fi no ? Ut first .l'hlch s i d e the 
~;c vy is .>n - if you cauL , lin e the ha vy up 1.1 t.h us . 

1 1 11 t t ln t .> Edis~n . 

::iee i f y vu c ;.n ' r; ge t l'<L vy t o b&ck u s up . 

lt1 s JUSt going t o be - t he " Obs t Gu,;rJ will be 
helu ro,.;;vo nsible f o r gulng o u t, y)U k now, 1 nd . • • • 
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I ' d go 1ft or i t . 

.'le ll, ~ :~&.nt~d , ., get y.;>ur &,Jp r ov., l , be;:t use you 
sent n im •.• 

" f.€ lf you c c. n ' t get " LV} t;O beclt you up . 

• r1e~ 1 ve g.;>t the wone)- to do it . It 1 s 6ll t o the 
goou . 

It ' s l n ..;vmnolttee no .. . Tnut mo ney may b e stopped . 

I thHut til:, t money i s for J'ixing up r.a vigt. tion 
<-6<-hCits tu1·uugh.:.ut tnt countt·y, just t h e s:.me 
c.s tnt. ol e f utr1or l t y nba; tncy na..: to fix these 
n:vle~tlon [ics tll o vt r tne Llr l&nes . 

i.ll r ieut . I just .. <.:~teoJ Lo t: <- t ;,our cle<.rt.nce 
~n it . 

I 1 u b.,. ueltght eci t o s .,e thc:m Cll t tht -:toney f or t ha t 
;:>Ur pu:;e , b tc~ u:;c "nJer the r \lo r t;t.nizc tion bill , ,,hich 
the Preulcient .vi ll unaoub t~:dly sign, :1e coulu t uke 1 t 
~wt :t from t .1t.::t . 

i-u~ tt ~r. n.-ervE. -"<....: 1 s g.>ing t o ;11...L it ir. r esu·vc . 

No .. , "en: Lo r <'epper promlseu c e t;tliS mo r ning th<. t he 
.~oulcr. ' t r t. ise the ,,u csti.;>n about the Collector for 
I ntcrnt 1 Rtvenue f or f l o r i UL until I I! o t bacJk . lle 
sc s go ins t o c 0:1 12 t.nto see me nimself . 

U. t\ . 

'"'" rry? 

·~ ,,.: . vn., .1.1 t tle thing - possibly ~>rchie c t.lled 
y .;>ur a t ~tn tioo t o t he f t.c t thL t the E.x port B~>nk ls 
c onsiuering D. Loan of 6 mill i on dollars to f lnc oce 
export!! to .1 11 p;,n . Thought you 1 u be i nt&r es t ed . 

No , he d ia not. 
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Ju~t. CI.JDC i n . 

Au s r. n1.vt just co~e in. 1 naven • t seen i t. 

no:l l , ):lU .r:OI'i your duty, OOn 1 t y IU? 

~:>..:nht.r" aoest. 't get tho;;e until tne> • re ~11 
fin~:;h~u . 

Still tu s to be vo t.toa ou . 

.. nt t? " ~ ' r ~< .~ tl'lc tly neutru.l - but ! 

You t.lw:) s sai d , tnough - 1 t hir.k you told them 
tncy c:.ulc ;:. l .v<.:;s .:.s« f u r sooet!llng • 

23 

'I'J•t-t 1 ... :L::L~l ~..at. t.l j ne ~· . un~t c.:~,. tr;.er tio , send it 
.JV(. r . • . 

I n t11:. t. /o., ,,,, ~ st; ttw..-n t., y -.~ u ,,n~ .. , 
vf Will.· t.. lvv no.~ tu~.r 1 r c c..>n !lld~a· ing . 

< b.•Ut it . 

t i1E t tney s end 
I •ll tt!ll you 

..,)~~ot .... lj, :J.J •€ ttl :n~ vi" "ll~re: - 1 cons:iaer .:Jucn tnor~ 
Ln,....>r\.tl•t. · i •o. <. l.i.ltl<. Lit trouolo:o , to . .Jut it 
ml.Lul.,.,, l t. tnt: 6 tr.tr<..l fint.nclr~ :it"Vg r t.o , an~,. I 
tn..>ut.Ht tnt. t. ,,.)sslbl.)' .;nilE yot.o w;;re '-'H Y you mi.-;ht 
~.sK "' nnj to .,r ;,p;.rc 1. d ;,f~Jn~t ,:,f the w:. intcm.ncE< 
.)f su..:n u lurgt Ct.:.h r escrv~ un.t see Nn:. t it looks 
liK~ ..>n ;n vtr •. rt.,r y.>u1 vt. gi ven t he best areumcnts 
y ou 1•o~sibly c< n uw.<e f o r it . l tnink it 11111 s<.rve 
t~~ purposes . :n thE f l r bt pl~ce , y ou mi,ht r a-L.XI 
tn., .u.s\.i.>n, ;,.nd in tne stconu _;hce l:nt ,UCDtion 
~L.Y cow~ u; ~nu >ou Ni ll tt in ~ position to be 
,>r<:;t rtu . 

s. seconu point c.l oll{; .vitn th:.t, .~hich 1 1 m sur L II'OO't 
recti vc much tOight - but l jus t utter cy onnu1. l 
,>rotest &s t o th~ ma~e-u~ of tne o uts tLnding debt, 
the pro;ortt •n of tile notes ~o.nd bills t o bonds . 
Dut tnu f irst question I c onsider more t cute . 

flcll , if y .>u t aink o ur bt l t nccs ~> rc t oo bit:, ·::e 
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Jus t l e t 50 million L we Lk o f bills run off . 

I get t he implicntions . Ncr.e the less , there are 
ilbYS of r edu cine; it . 'l ha t might be t he best wny. 
~here mi g ht b e o t h e r wLy s . 

£ billi~n tnree or bills, 
co~~3 U~ e~4 , JJJ u Y~Er . 
fi,;ure . 

they tell me, nc tuo lly 
SomEbody gave me tht> t 

vut a .> : ->U .<tDW U;JH mu ch L b i llion of bonos cost 
~ •J u.·! 

':n<.t'U'<Jr -' , t he cv ..... ~ riaon bct·.,ecn c<.sn c. nd bills 
cay be .>pen to S;JI1e ,.u.,.;tl.>n . In any case, lf 
Y->U ' v e i->t < ver) s tt·on~S -.:t.se- if it ' s s s trong 
c;.st , • t ,l~n.< it c.>ulo bto e:.~ ily :naae on peper . 

Of c ourse , r•u ll~tt> l.o uo .vhot you s uggest Just 
;J Ut or dEv i.lnh:nt to the Fl:!derol Rtser ve Loard . 
I 1c just J..:>v e lt . 1111:. l.;n ' t onE 01 currit ' s 
sub&esti~ns , is i t? 

34 

l!o . l gtvo: ;yJu 1 :::~oort naUJll on it some t ime ago . 

I ' u love t v cio it, bo.c&use • Jet.n all w£'vc e;ol. to 
do is w s t. · , •:;o liE: A money .:>n the 15th of J une," 
•ltliclt I nim;tu (, t IJY i ress conferEnce I •a say -
,(. ditin 1 t h~V<; to nt VC :.!'\}' nC •> uoone~· .l!ltil the 
15t h of Se,;te01bt.r - ~ nd I thin.< the Feoenl deserve 
Syste!:l •. oulc Just b e flt to b to tied . !:or.·, if th&t ' s 
•'hLt. :,.:>U .u.nt., lt 111 I'll rig ht " i th me . 

'In<. t woulun 1 t botner Llt, if the merits o f the pr o
:Jos:.. l .vere goo>d enoueh . -.nd ... tnin.t lf ;;hnn)· o r 
y :.our :;t<ff h<s <n o pp.:>rtunl.t) t o put down on pt.pEr 
tneir doofense ::> f it o r t nei r j usti f i c a t i ::> n for it, 
it ;;oulu b e ;; rtll< tively s imple mn tt.er t o let some 
.> f u:; shoo t t. t it, bcccuse I thin" it ' s going to be 
< t t; .:ae..a <-no r thln.< taere ' s some gr ounu f o r 
t. ttt -.:.cing 1 t . uo t &l m.:>!l t seven billion dolbr s 
in c Lsn tieu up , a nu I uon ' t thinK it ' s f e ir to 
e;;ticc t e the cost vf tha t on the cost of borrowing 
bills . 
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,'lbll •.• 

"'u t. I tnv ught t ney migtl~ a" thto t , sill::e ln1.r e is 
l< 11 \.tl<. 1~33 press~.;rt .:nil;. y" u ' rE< gone . 

~~ . oell in nl~ c~pEci ty 
it t.r. ... -..t· c.>nsic~rc..tion . 
..J f ~cc lEt~ 1 m•~:JhJrcn .... uru t o 

t s "ss l3 t a nt ~o mt 1.111 t Lke 
'l'n1 t' s r lgnt a l ong th., lines 
us . 

I • vo: t:v l ' pl;.n f.:>r r.,.:ucin~ th., bcl<:nce the r e on 
p~ pLr - n.:> t l rruneair. t ely . I S UOJ!)OS'-' you coulu go out 
: nn in~~""SE expen-itures , but I •m not in f < vor of 
tht t . 

(ll • ..! . Jr i<..ugas) 

~ou c~n ' t del' en .. ) ->ur .'.:>:31 ti :.n b;. t LKing t 111 othe r 
p.:>sitl vn 1 tudnr;, <. rL.a iculo us ex::-ct"e . You t- t it 
uo .:n vn . < ,>er ~ m. tnen .v .. 1l l s ee wh r t we• 11 do \',ith 
it . 

I t11lnK ~h" b• h nee will (O u o<m in tue nex t few 
:nvnth~ JJl'<..tt;; r • l'ia ly . ' 

,tJ.l , r ' ·• s ti~l tr ..rublc..a I tout tm t , end I \'l" t•tl:d 

t .:> r E:~i.J t~r ,.y u i s t ur bL:':CC . 

Tt~ l :; t.;b J E:.:: ~ w~ s in:: tu .. c ... in t h<.. t gen er<.l Ii i scuss l.:>n 
.>f t.ne pr ..> ,> >x:. L, y:, u .<a.·.• , to r .. a uce thE: bills . 

u h ' 1 .t ' :; S.> et S)"; if ~(lc th in(; eve r gtt~ !lOl , Wt< 1 11 
just l.,;t tn11 bills r11n off , t l1<. t 1 s b 11. 

~ ,{!,J'.. H~<rr,; « nows I •.n u~ving 1 t;ooc timt . 

•-b..>u~ ?JJ .• :~_i..>n _,r tn~ t bt.hncE wo ul ... b to L little 
~l l'I h: ... l t t :> ~pen ... , repres~r.tt.o b; the s i lver bullion 
L.ssets . 

·: e lL1 • ._ ny,lt.y, it ' s < g:>vu :JOint <. no .<eep r b ising 
~ t , tiurr,; • 

1 ,., ill. 
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nll right . 

~rofessor rol~)? 

-:.~ ~.Lu~ 1~ out in ~nicvgo, LS you .tnow. ue ttlls 
:~e tnLt C;.mpbell aas fir~d ClLsser, :'.'t.O was t ne 
;>r!.n<.:1,.,1..l .:>tf .. r.aer , anu ne ' s ~;ivlng notice t o t ne 
o-c;h.,r ~even, :.nri tn&t s itut.tion is clearin& i t self 
up . :>r.m s ay :; tilr t there is un u~ful lot to b e done 
in con nee t i o n ..:1 th th~o t Cfkse in o r e er t o g " the r all 
tht l oose ends toge t t1er unll mb ke ~ure . lie thinks 
th11t t ney 1v e got mos t of the m~terial, but it ' s A 

,,,.,•s t1on ) f f <' rmul &ting it no1·. ~nd determining e 
C.>Ursc ~< na .Ub.ting ito tie ,Into t h>.t c ourse. ue •s 
g iving 1..11 his tl~e to it, and I think it ' s o good 
th l11t. .... :.. .. r.t hlw otot tuere . 

• nt. .. tt .>:n .. ;, Gener:.l ''' 6 nt~ to .,,,,.>oi nt c. committee -
'-'..lb J c.::.tz )n 1:, t ~ b£. tn oc cht:irm .. n; Bill ~ouglos is 
!l<Jlhg t .- .., , rv~>; Ll.:>yo G£ rrison, Unive r sity >.> f 
u i :..con:..ln, and J uJgt L'>. tlcrson of lleW York. - ! nd he 
.<c nt::; t..:> .<t.:>.v i f I 1 11 s ~;;rv .. l'<Jp•·tsenting the ! r et sury , 
t o inv.;stitl~ te tht blin:<rupt.:y st:otutes , pl- rticuhrl y 
ln~of~r us toe ;,om ~ n;.strutl..;t• of tnen is conct:rntd : 
"~,.>otnt·nt.ol. of r tferee;s tnll recEoivers , otym~ont of 
the ft o:s , unu ~11 thr t sort o f tning . I t ole hiu 
I 1u S;l£l.l< tJ yo u <obout it • 

.. ell •.. 

•• e 1 r . involveo b.;cLuse of ... 

•• • 77 -D . 

~>ll ri~;nt . Now, befor e I go into t his t hing, see, 
l ~Lnt t o ~<now from toe ~resiueot of t he United 
St l tcs , does he ~r ~t r efer ees a pfointed by ad vice 
of ttl£ .:>em. tc or not '! ••OI'I , IVhc t s the use of 
inves t l ge ting these things'? Let 1 s he ve '' c le&n-cut 
stvtement. \Jp to no·.v ev e ry bt.nk receiver is ap,lointed 
o n the udv ice of t he ::,enut« o r ~ongressm!ln . Defore 
I go in 11na waste a l ot o f your time, I want to know 
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l'lht. t is tbe policy politicelly ? '•tu•t ' s I'll . 'l'ull 
us ,y~; oon ' t lu•ve to ask s politic&l t n.ing, ~nd we 
oon 't need any i nvesti&ution . 

i ou can tell Fre nk Mur~hy thLt f o r me . I meo n f o r -
J. mer n nere you ere six ye~>rs e.na .. tlElf, or ,ix 
r.nc. c ..,urz•ttt· yo;;.rs ; tney 'vtc V,;>j)olnt .. a &11 r ece1v"rs 
on thE' s~y- so o f 2 '-'em. tor o r '-ong ressmnn, ·.d tb 
~~)pl .. CLllinb us .:>n l~nc c.istt.nce t ele ,.,none t o t ell 
us u ,,., t ) 1''-'ll .ur t~<>inc:.:. , tnJ so fo rtn . l :;on 't 
::: •:> ~nt.:> . u.:h a th in,; . '-' <:lt tn~: m dEcide before wt: eo 
~n tue .Jt<.tinc .-:nt:tne<' lt 1s Jone on e political 
bt~S l S \) r u0 t . 

• ;~ , .r -' "" 1 vc biJt t.1~ ~ul~le totir b - ~ver nine hundred 
rLc~iv~r~,,:.~ ~n tn~ ~ou~tr~~1Er 1 s office- Jefty 
J 1'- ::mr ... H ' .:ver, _,r;o; :>f tn1.m piclteri by ~ ~en::. tor .. 
u~t t.l( ., t t·Al. t nt 11~ .)fl"1 CLl l i.- Si)i-Ce ~ S i)LOe . 

•h~!.i 1nvolv~s , Mr . ... ecre-tl r_,, the: ociministrEtion 
.:>f tu .. bt r .... rup t<:y lL.VS J.r. cvnnecti on •. ,ith 77-o, 
rto:>t'f:l niz1 tLm ..>f I n t t r m 1 Re vt>nue ........ 

I s Li ll S<> b .. fo t'E sou1ebouy c<n go i n r~pt·es.,utlng 

n'-' ! .t nL tO ,:roOo\' 1 i"' lt go tn& to be oone on I 
.JOll tlc t l b< t>iS or is l t going ~o be u•)ne so tou. t 
ve l'it:K ._ 1 d l o'N l-eccuse ''" t n ltu< ne ' s efficient? 
•. r.c I •. .:~n ' t .,o in w;til tilt.t br idgo: is crossec. 
fi r s t . • 

! rm s icK Lnu ti rea of -.11 tut:se t)to~l" g .. tttng 
to~ t: t~1 .. r , bt.i ng noble, • n .. then .. nue r net. th is the 
C:i r ty ,...., lltics . I ' m sick t. n ... t i r•tu of it . I ' •" 
not ;lo.)iDI! t o n« ve <> nythl.toe; mo r e to do ,;1 t h it. 
l w~nt to Kno.v 11 he r e I st£onu on c l ot o f tr1ese 
<:.te:.qJ ,.,o ti Lies .. 

D< nks uon ' t co::te Wlder t he Bunnru o> tcy •·::: t; t aey 
~o::iC ..:.r.dcr tne ;;btil)nc.l Bctrlk Act . 

Tnls l s 77 -D, th,;.:e r eorg£ niz~ t1 ~ns , tAr .. :.iecrt t1 ry • 

I s-. ... Ll s~ > I ,,b.Jlt t o .mo~ •n~tuer ,,e 're g:>ir.t t o 
~lt , l'jliti~~ tn~ Let the ~en• tors pick t hem , or 
ls l t I!•> in& t o be d one on 1. s tr:, i ght business basis .. 
1 1m sic,{ 1 nu t i r ed o.)f it . I kno .~ the cro~u , I know 
IV lit t l t ls .. ... W!>nt t o .m,.. . nll t il iS - I !!le!'n I CI1 D 
.mu .. r sthnC. al l t his thing , t. nd yo u (•'oley) know what 
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I 1-m talking a bout, too . I meon this thing thnt 
you Gibbons) en d J ohnny e nd l hav o; been in on, 
see? 1 o":lln t to :rno1v, where do we sta nd? "re we 
t o run this place tile 1u:.y we 1 v e c ontinueu to run 
it, o r e r~ Ae re~ll) going to hhv e a ne~ deal? 
1: .> .. , Ae don 't h&ve t o •.• 

I !!I tat·r the t ' s tne ,>Uq>v"" th~ t this <!O!lll:".l tto;c 
i~ t. .> b£ tp).>~nttJ t .> 1.ccvmp1:sh . 

38 

i\ .J ,\' 1 ~.i , li.,t~er. , tnc t c-:>m.nl ttee c;..n 't. s e t Ll e tha t . 

· .. ·el.J. , l t. ..:t n mt.K€ r ec.>mJ:omlt th>ns . 

oo Ell, I d •n 't r.n ow . 

1 1 m sll.tlng oer€ , .JUt -:>n tnl no t spot by t hcne 
:>~.Jple .'.tl > a re ot.ckin..; lo.~ ... ~eno. .;,r "e;:>plr bn.:i Dltk tr..: 
.!1:,. ti l " mi:;.,r:. l:.le , t ;, .< ick )Ut t ff llow :.no ' s s e rved 
the ,.,l.;>pll. r o r fiVE yeL r n , t l : s s .. rvt.t: titb Treosury 
::~..LL , .r.d t.r1 e :>nly tnine tn.,;r ' vo; go t c£:&i.n~t nlm is 
be..:! usc ut wo ulcn ' t go o ut b nu ..:vll.,ct m<>ney f or 
.:i<>n&t" r ""W''-r, :..n u thi,; >~hvlu ~><mE cro.vd tht-t yo u ' r e 
~-.ntl >nlnt:1 Joe u re .... u tt ing tnu no..: t :>n ne t0 t:O t rid 
of t :lis f~ll0.v . •-nd ~ wt nt. u defini.tion of .m~t ls 
~ ~.>ib<:r;.l , nU wne. t is ;. .. e.; l.let. l e r . I 1m not. golll8 
t-:> go lnt.u 11ny ~ore cocmittee neettnrs unti l I ~no" . 
I• c sorry . 

'" ell , I ' ll tell him. 

.J. metn t nls i s n ' t < . .,~<ins t 
the wcy l v:t.nt it ployeu . 
the Jl<>ll tieL 1 a n!l le l s . 

y o u . .£ou1 r e playin£ it 
But ~ wa nt t o know where 

.:: me:n I ' 11 sit ao;m .;-1 th Beru;ie '-.>hen En d Currie 
~nu lL tt:n to ~a<- t tnEy th!M <-S t o whethet· .. e 
.>i'l.>~<l~ ~,>tlou ~~· .wt . Thtt' s .>:.e tn lng; tnt t' s t 

MEtter <J f .>j)l!'!icr. . - ut. .• aen tao sa me cro .. u mixes 
• .. hit I ctll <Iirty ,ilOliti cs in t nis thing, I aon't 
v:rnt t ;, j)lt•Y • . .-ith tnem. " rello.v can h<Ove t n 
in tel l;;::tu;. l <..lffe rence o f opinio n Nhether t ney 
s noul" spen"' mor E monlly .> r s pena less money, 11hether 
t tt<:Y slhlulu ao tnls u r tm<t . 'J.h11 t 1 s v me tte r of 
o 1o~ 1n1 ;,n , ana l W<>nt to meet them ., nd t t.lk & bout it • 
"'u t :111cn they mix in whn t .J. 01111 dirty poll t i cs , I 
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,,.,,t t o "nuw ub>.lut i t . 
is tell me if tl1ey w&nt 
;>>.lli tic:. l b t :lis or :>n ~.< 

ueciJc t.n\..t. , t hen • c ' ll 

;,01'1 1 Lll t hty 'vc 
t o do t hls thine 
bu:; tnes!> b asis . 
,>l~<y :itu tne.:~ . 

go t t o do 
;m n 
If t h .. y t 11 

n!l~ 1.' :·Ju don 't :tn:>w W.l~ t I• u t r.L tlr!i abJut, tf 
;, ><1 ' ~ s tt ;r bdlin...i I ' ll exj~lt t n it t o yo u . 

" ell, r ' u lll{t: t v st~y b~nin ... . 

lt ' ;; n:>th t tlJ ,, ~rs;m: l. But r •.n f v..i u, . l c~on • t 
fl~ht ;n ,uur e tut-n thr~E: fr :>nls ~o t one time, t nd 
~ ~tn ' t ft&n t :> n ttJLs ~oliLlctl front . If )OU uun•t 
unu"r~tt n..t , I' ll e>.pluin i t t o yo u " " ;. .~bn-t ·J -tOfln 

o• .l" if ) .>U , t. y ben,;,r,~ . I c1cbn I' m nn & i.aplytng 
bod>r e t.a .. gr..Ja ,> t11<. t , JU 1r .:. . • LL •• ng .oolit1cs , b1..t 
t.~~~ ... .>t. l d ' ~t.o,>lo; :: rr= , · n j ! 1:11 f ed u; on it. 

'Inls .·,~ ,.,,., n~w1 :. !0 .>n , :>~siblu 1 c t i •:>n t o be t~.<tn 
by tn~ '•: Lt.:mr; i n conn.:c t l :> n wita t ae <it. vc l •:>:J':len t 
uf 1 nrt1 1nt l crisis tb r o1J . You SL i d t n1 t ;rou 
>l(!l t tll t 'tO lt~ms ~.-.pL:> r"" ln .1c.aos on th~ t . 

! t o~.l.n '< :f•J U be t.t;; r come in t nis <•ft<; r nvon . 

·· l: ri<.:<lt . 

r tu :r.< l!' HUitt ' s .: r J\.ont,.. ll ... bt.tt (' .,:.)aJ( tn to. , 
· ''" Lo.:tt.1.:..J . ""' ' ll .. .J th1 t. f.>r£i._:n !l tufl' < t .) : .)J . 

) . ·~ . ·~ 

1 still ·"'"' :)0 ..J_, J .. .; .( tllo. u.s ... . i. . b ill " " .:uicn 
T .jent jJU ~ JtLDrcno U.1l -· tt1n.: .. o~!.w ... r - c.ll I wtntt.c. 
t.> I'. .. J., : J •• htt3 ... :- :;"u n:. ... Lny co.::mi t oe::t .. l t n 
'- r.yb .>~y ... n the b i l l . 

I •:: n.>~ ~ur~: t mt! m.; 1l.J L n~· ve: t .Jlu e tth~:r uq;ner 
)r ..,t r~u.; • 'fll:...d foJ r it . 

I tu'ln.t y;u 'vr= go t svmt> ~:om.dtm"nt on tn :o t to '> trr us . 
~ c ht:~na . .J ~r <. Lty c c r"fully on tnu t be:fore ;-ou 
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;, o .v, up t 0 ""N :;a ' r ehl..lf w~ y IJ r ouna tne r oom &nQ 
I h1.ven 1 t dumpe~ bnytning i n il<lnes ' s l a p . I ' ll 
<ill.:l,l tnis on~: in nis l !i Jl . 

t.O 

utll, t .. n.., b.;s t '1'•/ t ? lH'Ot:"'"' ' I i'llFgint~ , "ROUlct be 
t <> t : 1.< t .> Str< uS 'bo u t tol:. t , f in:i out n:n t Il ls 
I.II>'-I.I' :H• !lC:iol£ .i. $ c!' .:lUI' ;.hl::Siti.Hl . 

r .11.:> tn " n t:~.; .ne .. t in!, , but f r b tl.d y 1. hr ve for cot ten 
:1o~.-, it ' s been S;) l. :)ng t.I!O - I 1v e f ot•gott en whto t 
<::;)o::.,t tm.mt .. ., did Ackc . 

: tn in< t.:tt: sit.~: ti 'n is t- J.l~tl~ confusilll . I 
toi r.~ o.J~~ ...:.;:; t .l ~:"'.t::~ .1; .1· ~ ~ l e:. !" r .nJ t o su a nt!l a 
.. it!l ,Jr~. !.Jt:n::. :... : : 4-·~rJVc 1 . steed tue :'ri31.dcnt 
t :. t '' t.'«;. < .ta ... t :.:;j .=).J.:il tl r ..... .; .:>n 1 t ::n~,.o h: !;t. i u 1 

.~1-, ,.; u:J~· ~ e;;.~.:Ll. '·'"~ tne .;).lJ 'llilll,n, but 
~;.:~ t. nc w •"' .. .... -.t<€ t .) 1u-. v Jo"l~ : :; f..,r CJJtr; r .::::.s t •J 
~lvc St.r u. t.lt · u.t1L-r tt., ~ n ... : t l~u; .... )n-=-:· to :;:.u.y 
... . lc- ,,, .;. l.l .Jt' .:lil .i.t.~ ):1 th l,) tt us.:.~ov ,t1r J~r t ... J 1 in ... 
-"'t ~~ ,.,r·J~~ri o l ' t::t ... J ;; .. :~ tfJ' t : :· ;.;:>Jn c_ :;. '-" J n t; l ' C;tS!j cuul d 
o.. .... J .. t ~t. ~~~.·.t. J• .... r , lf i t -.~,. .iLl. .... t; .. -: ~,::on :>. l.!.to:~ l.!.y

lo~ t .u.. ~ u1. :: ~ ~uc t · .. ~ J lt ~ ~ tne .r.ct .a-s s lLnt-tl , 
~- t .. v :• t. .1 •• ,·J:·-< ~!~ 'Ut \.oH ) ."•.rb!'" :!1 ; 1 t.et" t.H; "•Ct 

..... .., ~ ltit.t..: ... l . 

·· . .. ; d .m 't :t-U · ':lc:;.;.,., .. 
t. • • ~ .t: 

ooell, wl. Ll J JU t .:o f t! llovs llflnu l~ tm, t f v l' IOe? 

.1. cs . 

I U i. ve. :h:!"t1 L~ t .• t.. :"'~=ul t. >!" thl)St;; rc .: ~ Vt.::"Y . .. a.~
t i.>nJ ) f toe fiscrl a :l.J :JoJnet c- ry g r ?u :; , t AO has i:1css 
f.>~•-.:· .,t.- : >ne f!' >:J t ac Sec.·e t f r y .Jf Co:ru:•crce 1 nd 
one fr ou, t :·w ;;~;. ti )!lt.l. .lt:3-'U!'CtlS ~o:liZIJ. t t "e , r.re 
;.·.lu intcrtJtt::~? 

I ' d ll.'<c l :> t 1 n:c tnosc doNn •ith :ne e nd r ec.d 
t h:>sc . 

'l'h; t • ;; 1 11 I ho vt . 

Regraded Unclassified



R. : . Jr: 

~-1 • ·~ ··Jr: 

41 

-17-

'.ln N · e 1 s one comin11 fr-.>.3 George il&rri.3vrl. I ' ll 
tl'i! ~ tha t too . 

I s en t you one in lo o . 

I r u>•.l y :> Ur $ . l t hin< . ; urs 1/t,s :.ritten bc f o r ' the 
lt~ t -uro)ecn ~risls , w~sn 1 t it? 

..r.. th:.nte t ll o f t .h .. ~,~ h'..:!t"t.; , -J.r . ... ecrc: t '-rJ . 

'lo· t. ' "" :-.:..:;)L.t . ..: !.n .... :,t ... _:, tc.:":lJ ~f tne ,.,r 1S:Ject, 
~ s t:..l.L t,..;::;.ti .• r .... :..: , .. it,--. tat:.;e :,th er thrt:..t_.. 1:1 
... :~.1t , ., J~ c. .... , _ t h;.:'-n., t.ili. t t.'l:>sc: thre-~ t !S tht t 
•t.. .:" c: t : <t .. a. .t .... r-..:c'-hlr.L ,,. Vo;. _ t to: rielize .. L 

TtlL t ' s r l.c I m v~ . 

I at ven ' t go t. l"' n}'thing . Do ~·..; :J wt nt us t o s enu 
~ nytning t.; y:n :. :.nl lt: • ·.>U 1 r t. 'j:;o.. ;? 

Nvt e.:>iq; t .:> t~lo,,.j.):J<. .n;t•._ tu~ !'l t n ree tlmts a 
(H y • 

~ ~u ; .>ne.:! !!lt! :.. c our ~:. • t .~eetinr 
rt }.:> ~t t o y.)u >b.:>ut tnc ~&i-o.:>rt 
t;J;.ng tJ g J btf.)r~ : lr:.nu jury . 
rt.;t)jrt in ttl~ ... t::c !1ti 1t/f 

t ) f i.nJ out 1 nJ 
c· sa , .nen it .. · s 

Ol.. VC ") ..:>U h· l h 

..! r· . I r ey t ell,; ·,1c tn<. " is trli.:l .. ttor·ney ms i o lu 
h~., t n: t t :rc tntLn~i ,n i s t ,) t~ke t ha t c;.se beJ'or " 
i ne £:-t nu jUr)· .,n .. ,.. r 'L 17; tn~ L' s tnis gr~na Jury 
, t l- r c L,' .1 :-t . a~o ;::.., J t nu 1.. t.ne ~rr~ongement t ho:re is 
t .:> t < :~e it btfJr ... lne .:r~n~ jUr/ f or inves tlg!. tion; 
t1~ t. ~ :·to;.r :r~""i..:: L .. 1tt.t. t.1e ct.::~ ,•;oJ.la be stt f .>r 
'L:"i. ~ c t "'tl lt..: ""c.~ · i.JU f~ktJ th~t ~uestion t oo, tS 

t ,) .• c.<; t::.er t m t 1"' n t t.o :..t t. hc c ;..se Kould be tr ied 
~t rr.,e;>;>rt . lt :.ill be tried in Jhi=~;:o , .. nich is 
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ln toe s~me j uJiciel J 1s t rlc t . 

~ ~ee . ..he n wi ll lt be tried? 

u t.>ll , t ht.t , o f co ur:;e, 1:; uncert~ln . I t will 
~:o-> bufO<' t: t h e g r t nl.l j ut·~· f o r inv estiga tion 
')11 t.ll t 17 th . 

But. t .1ey 1 r e nv~ .·;. l ting o n U3 . 

.j . .... . 

.. :._ll;...:t 1 s bll. <. : n" :>rt.ntt s t<!ll,l:> - ::rc t b.ey lo:~~ol -
• ~oa.;.ttn &~ f~~ D,j t he ~O.J.,J trvll\,: r ' ~ offic~ is 
'.! .)I4..::t. :-nt.u? 

Diu ;rvu cltw r t nc t. ? 

I t i~n • t c h :Ll't'U fvr m:.lly , b ut <S r • v .. t o l d you, 
ht> h:..s h:..a < r t,:>r~;~s ... ntl tiv t ..,t. r t ic i ,n.ting wi t h 0ur 
,Jeople '11.1 l n .. ,, t.opl ... from o.gric ul t ure . 

it. nasn 't betn cle:: rt!u y t-t? 

it nhm1t Le en clefreJ f :>r mt 11;;, b ut t:1ey dun ' t .. nti 
...:iy.::.t.e '-!.~ dli"fl...:u lty . 

'J. ne c l e<-rt.n..:t: .. i ll ""·""' ' ~r . :>e.:ret< r y , .. nen they 
< ,>,.>r.:>v e tile :...:countlnc; f.:>r..Js t h< t. ere be!.r.g "Or.ted 
, n . ::1.:r<: tu:~n ' t been : forot l subli i ss1on. 

" Ullc.~orst..>:.u t Bctn t.o Sl y tile f ::>r"'s n<>n b een sub
~itt€u :fc3tcr utj . 

Y c~, but ::-a h• v ero 1 t .;ot L p,:> rov~:. l on t nem ye t . 

How L bout •. 1y t.a;;. u~t.nu b1 les ;)!' co t t on'? 

l .:>U 1 r e going tJ ~~t it . 

·•ill ;; .)U <;e t t uLt? I to li~e to ,mow tol .. t . 'Im. t 1S 
l~~ort~nt. (Sall1n5) 
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I ttl.<:tN Hitn :.ir . Per kins :.b.Jut t nat this morning . 
de ' s cwvlng <' little d i ffi culty with his hwyers, 
but ne Is t old t nem t ht t t.1c;y ' v., go t t o f ind E wsy 
t.> gd. tn~ L 

Tn{Ct 1 s tn._ wcy . 

('Lt ''"1\.,J 'J.a.:.re ' s n->tni~ pcr:.:>cu 1 l.n _.ha t I wt.s 
:;t; lng . Nothtn;; <. t ~ 11. l ju-;t .• a nt t -> «!lOA' .mt:re 
I ;;t:.n..t in til e :treas ury !.3 f :.r :.s ,Jolitics go, from 
tnl~ ..: .. rt:. ln gr oup ; t.w. t 1 ;; :.l l. ~. nd jus t f or the 
g r ->t..rl ' s benefit, I bell.~ve W<hm it ' s a ,1uestlon of 
p->11 ti..::1 it 1 s tn;: :.:hlllr:nc n of t no N" tionel !Jemocrutic 
.::~m :Jl t t.w m1o snould f.o v l.se 1 nd r ecommend cppo1ntments , 
if t:h:y ' ::-<: c..>ln~ t o be a onE ttl& t .;f y ; a nd if they ' r e 
rut &Oillb to bt. - or thtr ~o sav:..l ... be ~n r ece1ve rsu1ps , 
~nJ so f o rtn and so ..> n, no vol ltlc~l consicter~ tions . 

But I o,~.Jn ' t. ,.n.J.t :.ad·~ 1 ,;tt.no, &nu I'll illustrote 
co yo u e ·,:.c tlt wa11t. I '"":.n, Lc.d it just m"kes it -
~o lit.l~s is difficult enou&n, but if y~u ~no• tnt t 
e itne r tt1e ·.\ t1ite nousc or :tr . ••u rl ey is goin,.; t o 
deciJe ~ ~oltttcMl ~ppoin tLent - when you ' ve got 
"xtr6. St>·~~es in tne :meel trylne t o t elt yJu 1nd 
brl.ng inl'luo..nct: t~ bear, i t m<kes lt v ery d ifficult, 
~n- I d on ' t ,;:.nt t:> get ill<· jtm .. t t n thtt tJml find 
out m~ybe I ' m tiea up . 

t.n;:. tn~> Fl.H· ir.& situl!ti.:>n 1;:; :. gooJ ;:;.se ln point • 
• t ~ lso ties ri;;ht tn ;:1 th t.l" &en t lec-~n in L, s 
hnc.~tez . 

u ntni •c;! furtner . 

:..ti ll uvv .. n ' t «nc>.v. I • ll dr~w you t i' e .1 plc tUJ·es . 

l ' J liil:e t :> n~ve ~~r~uis vhll<ls t!..l,{ t o oa r ola 
Gr1 ve3 on tm. t 'lre<.sury la .< o:nf :>1·ceoent toing , i f 
y;.u u.:>r: ' t obJect, i:1 Bolui ti on t o hi s tcl~s dtn 
1 r e:; . 

... c ~on see nl"' t~a;.y . 

You ct.n s ~:e ai.u t :>c.ry'/ ! 1 11 ~:et hi!ll on t he phone . 
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F0 ur ~ · clock - Mur~uls v nilus ; S t . ~ouis ~ost
~13p&tch, ~v turJty ~venin6 r ost . d~ ' s & t ood 
b .>y . 

riL JCOt~ tniS • • • 

he .. r o t e "Sw~den : tne ~1J~le ·· ~Y · '' 

bo.:>.< tn~ t 1 s be;;n ,>t nn~.; u fr ;:~.n one end of the 
.;ou_'l try t .J tlle o tht r. " 10 00~.o .~<n , t:u t the boo~t • s 
been pann,; ... . 

.:in Jul~ ;~,; ~VI: 30w lo bo.J~t r .. vit \;s !.n :;dd ition t o 
t.~t! .l "!lcm~r.:- :t\1\U by L.t-n.~ E~ll? 

""'£:, listton, ::: •.·1 _:~ ... r.~ t o t t.;:: C c f e .. days off" too 
in t..'"a:: Ht>:t !' \.,. .. .tO:t.-t!i . 

1 1m Cv~in[ t o th~ t i n L ~1nut .., . 

i?l: y <;;ol f nt r,; ~ co u ;>l<: ut ys . 

Jnly oth. r• ttlilli i s ->f ::.> g re~ t i:n_>ortt.nce . ~rvs ty 
ni!J. C:. l lEO :ne . " " "(,3 grEt tlr .! .Jnce r nea PbOUt F 
:.,;;e oi:l d .J;,r. tm: I' C ,·,nlcn 'NIH. ld SEt .,.p l >;:fStl;Cl Qf 
::.:;ure~ r, t'.:l .J.>rt,;: , ... ,, \ l..:n lk tniMS AO'Jll.. be 
;:~erfectly p~is .J n . _. t .)l- n. ~ t o 3en.: • ~<±m:>rl nu~ 
t.> :,. r l"~ 5ern~ ~-..- .>:1 i t. , .rn~ ~n nc c"s done . 

: • vc ;..sAe - f j r :.n · ,J .. -~.tltr. t. t .>!l::>rr .>,· .. :!tn ~e.nt.t:>r 
-' Ct:: . nt: t.v l. ... •t. .u.~ ' ... 1 ..... ~t ~."~ .• ·ita thE Prt.. s l <leht 
:. t.- t n: l:' r. ~ :.ucr.t 1 3 : ')~Ovea it . · •eLlly tt;rrible . 
V':):': ' t. even 0: 11· r~..t \.!'lt t';. :-...-c:-3 LnJ ~r~miwn . 

''J .>sh u·t 

... ~-n 't ~e: n ;..ny tnint: to mu ..,7.cep t it ina i cl t es t oe 
t'£. r:n-...r 
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Ruin the F . C. A. un <.l let the Go ve rnment hold the 
bag . ...et tne Government t1ola the bag - country 
b&ru<s hold the mortgbge Lnd the Goverru1ent holds 
tne bt.6 . 

J onn? 

llo th l !'lS • 

l jus t .. cnt t u s ay - first plac£, i w .. nt t o thsnk 
everyb.:~uy f or tne nelp they gave me on t h&t bochl 
~ecurity stctement, which I think h&s worked out 
ve ry ttelt; und s~conu, I ll\.lVe everybody \till b e 
sensible wl11le I ' m cone tnt. two seeks . I promise 
not to c;.ll up =less it's t. n emer gency aft e r 
one o 1 clllck . 

'Ih< t 1 S &O:lQ , 

nt.d I' o n.J t going t o call up eve ry d&y ~; nywty . l f 
there l s some tni nz l m,>:>r t Lut, wny , call me; but I ' m 
!1..>t ll >lng t \.l mt.ke c. J)nctlce :n· cal linil every dl y • 
• "'"'''u ll' it .,cl t s hoJ t e n..>ugh tmm I ' 11 como bttck; 
o tn.:r .• Ls.: , I ' ll stuy U\.ltln the r e! . 

"' .• 1.;11 tht> il::J- ttle nerv~: t \.l !.:. uell o ut . 

.. ru. t uo yc u !teL:1, "nv t e nnu,;!l" . 'Ibis i s .:here it 1 s 
goin~ to bt: ho t . 

oo ell , I , ,,_~;nt so.netain,; t'ct 11~ no t. 

~r . ut.n,..; Nitl be l n cn .. rse ol'hilc I•m gone . 
Yo u goinl \.o hold ') : ;J "Jcetings or not? Tht.t ' s 
UJ.i to y ou . 

~ tnlw: it ' s & good plt.n . I'a like t o l~t every
bouy .<now <Hib t 1 s going on b round her e . 

r tnink it' s u goou pl6n. 

~r u1~y don ' t object t o it . 
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Good way for y ou to find o ut 'lltlB t 1 s going on. 

Thll t 1 s t he r eusun I wt~nt the phn. 

I t 1 s ~ good crowd . I wo uldn ' t C<>ll the:n much 
: \ ter l~ : JJ . 

.L w t J t n ink in;; ::>f t hto most convenien t t i :ne . 

'l'h t. t rc:~.lq is • goou t. icw • 

l~:JJ? 

46 

'lac Re >.lbli~•ns u~e<~ to do that here . Jgden :.!ills 
usc ... to a;.vc tat:m, dicn't ne , ~t 4=JJ or 5: JJ? 
'In~t ' :;' ne,>ub.:.lctn tr~ouiti:m; you c"n ' t uo thHt . 

nre yvu (l:lat~s) ::u 1{10c; t.ht t. business t rip? 

1 wt.s ,>l<nning t':l, yo~, sir . 

.nrt. :rvu (Durri t.ld) bvi•lll t.o t&ke u trip u1> ,.no 
uown t he 'Ji,;sis:Jlppi Vblle:~? 

hhDtev er y ou s~ y . 

';/ell, I t hl!M it. .Qula be v goo;i ider. . 

•·11 right . 

You ,oi~ to t &ke t tri?, ~anny? 

Ju::t .'1<1 t ing to s ee Ll' tnere ::.rc UlY oth .. r sections 
.> f t ne country th; t n~.:.:a investigating . 

>~ • .>n ' t hurr n ..... , , J ohnn,y; h<. • s go in.: arounu . 

~ucms likt! I ' m ;;<.ling to hold these 9 :3.) mee tings 
clune . 

'J. ;> lt. it ovEr Nith y<.lurself , J onn. 

::iure tiu. t 1/t.st.er .1111 be here "I I ,,rn t him to he£.r 
~nat I 1 ve ~vt t o sc~ . 

• 
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:.ldiO<' if you tell us .:nere you 're g.:>ing to be , 
.1e could ~> ll lllth:<t you tnere . 

Uh, tha t• s marvelous . 

..>eew t o be llrer,.dnl) down . 

1.11 r it,;n t . 
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llaroh u, 111:111. 

III!KOIU.IIDlll 

TOo S..retar,r llor~t~ 
F!!Olto llr'. Ga•t• (Repel'1:e4 b;r Cbarlu Sob-ra) 

SUBIICTo Preeid•t•a Preaa CODtereooe, Frida;r, llaroh Zt, lOo~ A.ll , 

.SOC IA L Slo:CURITT • Preo1deot Reeu ... lt tecla;r odd the proHIR &Hid 
$eourit:r Aot aakeo pe11ible • ruern t\1114 Whioh, \1114er Laoui"UlM ..tbe4a, 
would be "tH larp.• ,\ eked to o-eat on the atat•ont et SeDrdar)' et 
the Treaeur:r llerceatbau betere the lleuae W..;re ud 11...,. C~tt .. • the 
old·•c• raune, the Preaident laid he bad noot ;ret read it but that "aU 
ef uo• ba'" MID Wrtda& to elt.a1Jaat e ..... t UAder the ed.ating law hal be• 
"TOey preperl;r oritioieed--aa llDliaited reaene." 

Tba Preo1dat Mid it -· uatrue, •• bao bu n t requenU:r ouwated, 
that the ruene tlm4 _.er the e:detLac •:r•ta WO\Ild •-tiu reaob t O 
billioa dellare aad be;rea4. ~eo p.,..._t ot beaetite reaohed eubotaatial 
prepertieaa, be po1ate4 aut, outp -.ld at 1 .. 1t equal lao-. llloat w 
ahoul4 M Ye, be 4Mlared, 1a e aotual ruer" t o take oare ot papeato 
fer a peried ot tr.. tbrM to ti" :rear• ia the • ...,.t ot -rgeneiea. 

uked it 1t wre tMaible t o held d- the rate ot tuat1oa, he eaid 
tbat depoade4 • h" -b ot u iaoreeH in beaetita 1a deaired. Ia re1p111ae 
te a quut1• •• te bew hrce a reaene tlad a1cht W adequete .. der the 
preem •:r•'-• tiM Preaid•t aa14 he -••t aure bitt he bel1en4 thoupt 
•• bel.a& ct- te a tipre be'- two Uld a halt aad tbrM bUUoa dellara. 
Aoh4 i t be appreftd at a •baa&• La tba prueat pragraa et 1aoreaaia& pa;r• 
rall tuae, the Praa14at ropUad that that 1a *•t c..,,,.. .. 1a et.udJ1"1 

IIISCELLA!IT • The Preaid•t Mid, ill rupeauoe to a requeat ter •-t, 
. that he il&d ae tar read •l:r the headllau en Cllai,... f.oolu • ..-rita 
betore tba Spoaial SUwr c-lttee et tba s-te JllhrdaJ with reapeot ta 
blldcet•bal&DOI.a& aad MD\ailaea\ at expad1tvN ..... Tbare •• notlliq te 
••:r en• _, or uatbar, he repl1e4 t o a quuti•, recar41oc repe1'1:1 that 
Preo1deat Batablu et the Uohara1 t;r at CII1MCI w011l4 be aake4 t o .,..Ned 
11111 Dtou,;laa u SIC ahai.._. ... n. Praaid•t Mid ba -ld 1ta7 La llsablacta 
eYer the wakad aad that he -14 lMW tw !lara Sprlap aaxt !laelaeade,J 
nni q, "eub,1eot te peatpea-' or oaaoe l ht1•.• 
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PAR!U.L P.&ll.lPBRAU OJ !ILJ:OIWI RZOIIn:D 

JROII.: Aaeri~ llab&ae:r, Rio de Janeiro , Brasil 

llUI: ll.arob a•, 19:59, noon. 

:ro.: 87 

Department '• a1, Januar:r a1, 1 p.a., and llabaaa:r'• 

?:1 , January a•, 1 p .a. 

By decree law aignec1 by tba Prelidant yeaterc1ay 

the former ~ tax on exchange reaittanoea in pa:Jilant of 

iasport b1lla h inoraaaec1 t o ~ anc1 the • tax on · 

re•ittancee other than iaport billa t o 1~. Text 

followa: 1 Tbe Preaidant of the Republic taking into 

conaideration the terma of !%tiole nu.ber one letter A 

of deoree law 1,059 of Januar:r 19, 1939 (eee Embaeay 1 e 

deapatcb l o. 1133 , January a7, 1939) which budgeta 

reyenue deatinec1 t o the apeoial plan of public worka 

and national defanae during the current year and opena 

the apeoi&l ore41 t for ita execution, deoreea: article 

one effeotiYe upon the date of the publication of t hia 

decree law the tax referred to in parl.(l;raph two of 

decree law 97 of Deo .. ber 23, 1937 which we e inoreaaed 

in part by deorae 1 .. nuaber '85 of June 9 , 1938 will 

be oolleotec1 on the following baaie: (a) ~ for caaea 

ooyerec1 by nuaber one perap-apb one of Article three 

of decree law nullber 97 aani1oaed &bOTe , and (b) 1~ 

for the oaaea prOYidad in the other parte of the sue 

parap-apb 
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paragraph referred ~o abo..-e. 

Ar~icle ~o all diepoai~iona ~o ~he contrary 

re..-oll:ecl. 

I am to14 in etrio~ confidence by the Director 

of Exchange tba t although it waa expected tbat 2!50 ,000 

oontos would be yielded annually by the tax and profita 

on exchange opera.tiona embodied in the fiY~ear plan 

(reference: telegram lfo. 23 of January 20 , 3 p,a,, 

t:roa the z.baeay) , information recently coapilecl by 

the Ba.nll: of Bra.llil ehowa that the inoo.e fro. both 

souroea in 1938 totaled 210,370 oontoa- which inforaa.

tion waa turniahed to the Embaaey in etriot oonfidenoe. 

Infora Oo-eroe, 

soorra. 

!:0 
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PA!UPIIIU.U OJ' fiLJ(IW( RIOKin:D 

JROih Aller1oan •baeey, Rio de Janeiro, Br&sil 

DUE: M&roh 36, 1939, 1 p ,a, 

IO.a 88 

Refereooe ie aade ~o ay ~elep&a of Jl&roh 17. 

I am ~old b y ~he Zxch&nge Direo,or tha~ today the 

·Bank of Br&sil will ol oae exoh&nge for maturitiee &nd 

~1ly quot&e for the whole period february 11-13. 

Infora Ooaaeroe. 

800T1'D . 

El:Ln 

Sl 

• 
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c:>pert~ tor: 
claude 
Pepper: 

P: 

'!: .Jr: 

? : 

;:: :J'r: 

? : 

·.:: ~.;r : 

? : 

ii. :Jr : 

? : 

::.::Jr : 

? : 

'l::Jr: 

? : 

1-\.:Jr : 

? : 

:!:.Jr: 

? : 

r.o ahe~td . 

P.ello . 

Hello . 

~ello , ~ - Secret ar y? 

Tf' l k ing . 

Yeah , Lhis is Pepper. 

Good corning . 

~on are y~u t n1s norning? 

t.:arch 24 , 1939 . 
9 : 31 e.lll. 

"iell , I t!".in~ I can l ast until s ix o ' clock when my 
train leaves for the eout.h. 

52 

'lh , oh, we 11 t il a t 1 s grMcc.'i . 
t.her e . \'/el l , I expect you 
neede i t , you need it. 

I'm g l ad you ' re going down 
1f anybody 1n the world 

V!ell, I'm go i ng up t o t alk on Social Security, and by 
t he t ime t he Committee gets through wi th me , whY the 
tra in clln have what ' s l eft. 

Well, wher e are you going to speak? 

'lh. -:'h , ! see . 

The:: 1 ve as~ed me t o come up . 

Oh, I ~< ee. !.lr . Secretary, I -- you know I t a l kecl t o 
you about this coll ector ~ t Florida. 

Tha t ' e r1g)l t. 

I -- I've got an idea t hat-- tha t-- now t hls 1e J ust 
~ff the r ecord, be tween you and me ... . 

:ught. 
That the -- tha t t he -- t he t t he Boss hse an idea t hat 
it w~uld not be an impropriety to inquire of the 
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exia~ing Sen~ttors , pa rticularly ln a ca se where a 
collector h~ e served over f o ur ye~re , as t~ whether or 
no t if the name were reeubcit "ed he ' d b e c onfirmed . 
And -- e.nd if he were t o make s uch inoulry ot me , I' d 
went y~~ t o ~ow very deftn1te ly tha t -- anf I'd b e 
eu,,orted ln t hht by Sena t o r Andrews -- t hat I ,.,uld 
very def i n ite ly a nd very s trenuously o~)oee t~e con 
fi r:J•· ti;,n of ::r . Lerson on the floor. 

Uh.-huh. 

:t:>l'' , if t he na me wer e n ~t eubm1t ted t o n:e -- thfl t ls, 
if -- lf r.ft er )~·. La r eon h~<vine served five .vear s 
nlw -- l e t r.•e s e e , he wf'e -- he l'•as a ct•t>tll y confirmed 
-- ne P.ctually t ')oit ni~< offi ce on ::ar ch t he fir~ t. 19311 
He ~fA co~flrced i n J Rnu• r y , 1~34 , so he ' e served noP 
for ) Vf' r five ::el'rs, Pro:' ~he :Or) ne•· Sen~ t ors have cor.le 
i n t, ~he C:Pn' te froo:~ ::'l ·>rit!.l' e1nc e he ,.a~ oonri r ced . 

Ye!th . 

. !..nd S") ! f'"~ t h ink i ng o f -- ::>f Sene t OJ r Andrews Pnd I 
Rddressl. ni' 11 c o r.llnWll.cnti on to yOJu !' ~ t he Seore t nry, 
s t a:.in>; theM' fflot~ ~.nd -- an~ ?t Pt 1ng t ho " we would 
n"l t be 11gr eeable t o ::r. Ll-o r e:m ' e c :> n!'irr.tE- t ion end re
c~moPndi nf' t:> y ou, ~of. ~>eking .vou t 'l recomnen~ to the 
?ree i den t :m our be~.slf , : :r . J)hn FailE ~f :.Seebur g , 
v•h :l~e rP,.1rt ~!-!' n'l•- be ~>n o'lmpl et.ed; P.no' ·~r . P.t>Jv.,rlng 
te l l s ::.c: 1s " f av:>r•blP r e :>rt. 

5'> -- '"ell, t h ?. t 1E -- t :u> t ' F ••i:<. t ::r. !;elvt r int, 11as 

ad v1 eed 1 .. e . 

''/ell , ile hnsn ' t. sdvteed r.1c s nyt illng . 

Uh- h uh . !':>'"• : '"~n<ier 1f :1ou nave hRd e ny i nc t ances 
:l f rher e -- I oean , 1f a commw11ca t.ion wer£> to c ome 
t hr.mg., t l:.Jse chsnnel~ an<! ooce t ) ~·ou i n ~hat f or m, 
r>uld it b e 1na~~r:lpri~ te for yo~ to oresen~ tha t 
i nf or ::ll· t1on t o t.lle ?res1.den t ? 

')h, e ny ootru.,u nice tl:>n th~< t I set fr:>m SenPt ?re ca n't 
b e ina,,ro, riP. te . 

Yeah. 

I w~uld regret v ery much r e c e iv1.ng such a let t er. 
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Yee . 

3ec~u~e it eort of out s a :> i etol t:> oy h ead and I l i ke 
t o think I ' m a man ,. and I don ' t like to hAve p istols 
;>u t. to m,y hMd . 

~ell , rhe t - - ~~t I ' m gettin~ Pt i F t h is . It' s not 
a qu"~t.l..,n of Cha t ; it ' s e i m>l y P.. que~ ti">n of-- of 
t h e t~chnicue. I oeAn , I -- I feel v er y keen~v t ha t 
I ' m no~ sl'ltiefied v:i th the .>resent Co l lector Jf 
Internal Revenue in F'l or1<11l . 

No. "htt. I 'C like t:> Co , eee? . .. . 

t'h- huh. 

!• thiF . ! cRn 't eo it t.:>-'11y oecauoe I' ve ~:>t t a le 
ses€t>n on t~e "-'111 in~ fer o inu:es .. . 

And C> bi:1 ~ t t hlE aft ern.:> 'n . 

Yes . 

:D'" , -- of c:>Urse , t he ?res idt'n t ct<n cb any t !11n..t :,e 
wEn ~s t o for t:te t1··o •·e e.te I ' m g:>ne. 

Ye!' . 

And bt,r rin.,.; s :met>,i.ng ln E: uro >e , I ' m g:J ine· t") et.Py away 
f Jr t•·? we eke . 

Yes . 

And ••hen I come b!\c.t : ' c li~e to have a !:eart t:> lleP..rt 
t'll.k ri th you . 

Yes . 

::o1~ , tf ,Y()U can ' t v-a1t tha t long , P-11 r i ght. But, ae 
I sr.y - and 1f 1n t he meantime i f t he ? r eeident wsnte t o 
d o oJm~tn ing , a ll right . 

Ye s . 
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But I -- I Just 11ke t~ get - - to tell you JuAt exactly 
how I feel an~ wher e I stan~ on thie whole business 
of -- of d i schar g ing Collectors -- Dem~cratic Colltctor e 
-- who have rendered excellent service t o t he country 
and have-- who have lived up t o the Trea sury's rulee 
F-n<l r eg:ll"t.ions. 

Yt>s . 

t•o.,, I ,.,an t you 
cten<l . 

y _ee. 

I ' d like you to know J uet .,here I 

3ut i t ' l l take ne an hour .... . 

So -- en~ if you can w~ it until I co~e back, it ~~uld 
be o~ i~ ce a fav~r, b:lt if ;~ou c~>.n't, wr.y tha t's all 
rie;ht too . 

Well, I cert ~tlnly don 't want t~ cto anything t hl\ t would 
put you out . 

''/ell , I don 't -- I - - I. ... 

It' e JuRt -- it's Jus t one :> ! t hose t h ings tn~> t' s a l
rea~y now -- e ight oonths . 

I ~nor. You 're an att~rney , and I 'o like t o l ay t his 
'"h~le tnin~ before y~u. 

Yeah . 

And it ' e , ol1tics, and -- or if it ' s agreeable to 
y~u I 1<1 like t.:> have 1:r. F'erlt>y ;>resent. . 

~"ell , you set>, ::r. Seoret~ry -- I c een, t her tl w~ulcn't 
be any -- I -- ~r cours e, t hat ' s Just e matter t hP t -
I r Paltte t here ere two i nterests involved 1n it, but 
I - - I ver y str ongly r e sent Ur. Farley 's naving a ny
t hing t o d~ rith t his ma tter. I don 't think it's any 
of hi e bus iness, in t he fi l'et place , and I -- I have 
not told him eo so f ar, but I -- I thin~ oer ha;>s it 
wi\l b e necessary for me to tell him eo . 

~ell , I -- I can state my ca se to you as a Senat or, 
and Its an Attorney, and a s -- a s a citizen of t he 
Un1ted Sta tes •.. . . 
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Yes. 

And as a f a ir mM . 

Yeah. 

I ' d l ike to ha ve a heart t o heart talk t o you and get 
it right ! r oc my own lips how I reel . 

Yes . 

I' d l i ke t ha t opportun ity befor e you put ~ourself on 
r e c or d and malte it impossible for both of us t o change. 

Yes. 

I ~:el\n , I ' m "i lllng - - I ' m set-king a chance t o tlllk 
~lth you and Andrews. 

Yes. 

And I ' d like t o o:l o t hat before the thing J e lle, but 
if i t -- 1f t t can't "ait , well then I ' m out of luck. 

\'/e l l no•1 , ::r. Sec retflr.v , my eituRtio n i s Just th i s -
as f a r Ps I ' m concerned I -- insofar Fs Florida is 
C:Jncerned , I •c: J ust. es v•ell r es ign f r oo the Senate 
! f I r e t rekt f r ">m t hat pos ition no.. . ~'o"• o r c.,urse , 
I guess I could r o t hat , but I -- you ' d just R& -

y ou' d just 1<s •·ell t l'ke oe d :Jwn in -- i n Jac 't~onville 
and -- and set ue U? on tne courthouse square and give 
me a s,>anki ng U.)On t he bare behind , as -- 1'8 to say 
t hat this Action is not t o be consummated. 

Well, I ' m not ..... 

And I ' ve already croeAed t he Rub i c on on t hH, , and I -
I d i d it eight o:mths ago , p nd I d i d 1t frendy, ann 
I did it ~indly , a nd I d i d it f or reasons t ha t I 
t hought j us t i f i able. 

Yes. 

And I ' ve tried t o give t he gentleman -- I've tried t o 
give hie friends every considerati on t ha t one could 
possi bly g ive another. 

\'/el l now, tn the t he fil'e t place, I wan t you to -
f a r ! know, I •ve never met the man .. . . 

Yeah. 
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It ' s --but-- I want - - ! want a chance t o have you 
heAr from roe what my attitude i e towa r ds the seventy
eigh t thousand empl oyee for whom I'm r~s~onsible oo•o 

Yes. 

ro t he ?re~ident end Congress. 

Yes . 

I' d like t hb t chance , a~d I can't co it under an hour . 

No , no . 

.l. nd ..... 

·-ell . 0 • •• 

:.ftcr y J~ • v., ne~ rc. t .e &nd you argue r: i t.h ce , and i f 
· we don 't. come t :> an agreement , t he ?ree i dent is my 

boss ; I' m only an a~pointed ~fficer , end he can c :> es 
!le rt i shes . !-' e 1""111 anyway . 

Yes , ! see . 

see whPt I oeen? 

Yee . •"ell , ::r . Secrer.ary , I -- : - - I v.1ll - - I "l l l 
~ccede to your per sonal reoue st o 

-·el l , I. ... . 

And I v•tll -- I will e.ppr ecV te i t if :·ou ••111 r.l!'ke 
t ll!· t AE e:>on as you ct<n becPueeo. 

I ' ll :nHke o. o .. 

"'•· 6 rv "'"Y -- "VPry di'\.V t.!1a t it ' s b een deferre-d , they 've 
s imply bui l t. o:>re fenceP ~~·nnd me , Antl ! ftt' t mor e 

and core oostecles. 

I eet b~<clt ::o:1<' "Y .... 

Yee . 

Jn t he tenth o f A?r il . 

Ye s . 
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And would t en-thirty be a greeable7 

Tha t ~ould be fine. 

Tha t ' s t he first day I ' m back . 

:1or. t.ila t ' s April l Oth a t ten-thirty. 

v -ee . 

Ri t=ht o ! Co.n<i I ... 

And I want t o say t his to you; as f a r as I'm concerned, 
wha tever the decisi~n i s i t' s -- you ca n ' t fight with 
me ,,er eona lly . 

I :mow t ha t. 'Vell , you can ' t Yl ith ce either, becau~;e 
I ~F ve t oo ouch rega~. f or you . 

~/e ll, : nP \' P fn• you , and -- but r do r an t you t o get 
m,:: side ? f t he s t '>r y . ! oe8 n , no1. t owards one lll8.1\ 

but t owar d s my sevE'nty- e i e;nt t housand employes. 

Yeah . 

And what ever ha ) pene is -- I ' m not going t o have a 
fight with yl)u . 

7'e l l, neither am I witn y ou , becaus e you -- I r ea lly 
hP.ve a great est eeo f or y;)u and I -- t ha t ' 11 al•·aye 
be cy atti tude towards you , and ~e'll -- I' l l be glad 
t.o d i scuss 1 t 1.-l t h you anc I ' ll see :cou .,n A,?ril t he 
l Ot h t hen a t ten- thirty in the corning. 

Do y :lu want to bring senator Andrews t.,o? 

~h yee , I ' l l bring him . Now 
Senat or Andrews . 

I ' ll be glad to bring 

·•ell then 11. 1 11 be jus t the three of us. 

T!lat ' s r ight. 

:) . K. 

All right, t hank you. 

Thank you. 
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Hello. 

Robert Jackson. Go ahead. 

:iello . 

Hello. ~ow are you? 

!!arch 24 , 19~9. 
12:17 p .m. 

59 

Henry t a lking , Bob. I' ve got Ed Foley here and he 's 
asking me about this commit tee t hat you callerl h1m.on .. 

Yea. 

in reg~rd LO r eceiverships . Hello? 

Yes. 

No~, I ' ve got Just one inter est 1n the 
as r~r as I ' m concerned 1s -- and th~t 
non-polHical. 

receiverebi os -
is to hRve them 

Well t hat's •'ha t we want. • 
Well, t hat' s what I want to flnd out, but -- I mean , 
lf this 18 -- I mean, f or s ix year s , a 8 f ar as I know, 
they have been done on a stra i ght political baeis. 
And if t hey a r e going t o be continued t hat way , there' 
no use having somebody ! r oo the ~eaeury ei t 1n on it. 

Well , t he purpoee is to devise some way t o get them 
out of t he ~atrone~e class and t o get this receiver
ship oltustl on i n a situa tion where t he court, when 
a r ece ivership application comes up, won 't l i ck its 
chops ~> nd say, "Eere • 8 a chance to appoint my f r i end 
to a good Job if I appoi nt a receiver•, so t hat they 
can be heard on their merits a nd a vo id t his eort or 
Lh1ng tha t. happened .,1tn :Janton where he Jut the 

into r ece iver shi p in order t o name t he 
r eceiver s. 

·vell, if that's~ obJect, I 'm heartily 1n sympathy 
with i t. 

Wel l , 1t i 8. If it wer e not I wouldn't be getting 
lnto it myself. 

Uh-huh. 17el1 , on tha t basis, I ' ll tell Foley he 
can s erve. 
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Well, I apprecia t e that a lot. The Attorney G~neral 
suggest ed Foley ' s nAme and - - and I was very glad to 
have him and he ' s put 1t up to me t o get the com
mittee toget~er . I-- I'd like Ed's help very much. 

Well, he ' s ava i lable. 

I don ' t t hi nk it "111 take a great deal of hill time 
I ' ll see t o it the t 1t do~sn 't. 

R1ght . 

But I like his Judgment ~nd hi s - - hi e help . 

0 . K. 

All right. Thank you a l ot. 

Thank you . 

Good bye . 
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Hello. 

~ongres~m~n Bloom. G? &head. 

He llo. 

l!arch 24, 19:59 . 
12 :25 p.m. 

€1 

tte l l o, ·.tr. Secret• ry. How are you ? This te Sol 
Bl oom s peaking . 

Yeah. 

You AA'>W, v•e 're hold ing a cele bration on the f our
tee nth 1f April . The Pr esident is going t o speak -
t n fact , 1t 1s on e .:>f the things !le ..-anted t o d o , a nd 
we want t o get :>ut A th~u~anc tnvtte t 1ons -- t h1e 
l s at ;:ount Vern :>n :>n ;.ne f ourte en t h ) f nex1. oont.h . 
You ~ere so k i nd to hive ? erctss i on t he l e t t 1.1me 
and yr~u did 1t so well ""8 t h?ugr.t we ' d have a re_, eat 
1f it . 

Yeeh . 
• 

I s t hr..t Rl l rig ht vrl t h you ' 

Yeah . 

Thanr. you ve ry muoil. An<\ wt 11 ;. ~u eee t h" t :!r. Hall 
geu -?rd? 

Yeah, I ' ll -- I ' l l tPll a t m. Yee , t han Y y~u . 

Al l right. Thank you. 

Than < .'lOu. 
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Oper ator: 

!f~:Jr: 
A. J. 
Al t ceyer : 

H!:Jr: 

A: 

HliJr : 

.. 
"· 

"i~r: 

' . "· 

. . 
"· 
P!:Jr: 

.. : 
::::Jr: 

'\: 

:.; :Jr : 

A: 

::::Jr: 

;.. : 

:l.:Jr: 

Go ahead. 

Hello . 

Hello. 

Hello . 

Altmeyer. 

I just wanted to say tha nk you. 

Uarch 24, 1939. 
12 :~0 p .m. 

£2 

''/ell, t hank you. I ' ve heer <1 eome very fine things 
said already by t he Commit tee members about the 
sta tement. 

" e 11 ...•. 

They liked 1t very much. 

It wa~ a great help , anrl I think t ha t your at titude 
was mo st conGtructive ane most f a ir . 

Well , thank you. 

And , it .. as a pleasure t o v•,r'.t .. ith you. 

l.ell, fine. Thank you so ouch . 

All right . 

It ' s reciprocated one hundred per cent, you know that. 

I -- well , I feel i t. 

Ye!'h . 

Thank you. 

All right. 

Good bye . 
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F' : 

?':.:Jr: 
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F: 

Hello . 

;;enry? 

Yes . 

J.:.arch 24, 19:59. 
12:41 p .m. 

£3 

Sor ry t o d ist urb you when I know you're rushins or~. 
I J us t. l'lan ted to ment i on this one t hing t:> you. '!'"c.e 
Ar gent i ne sit uation i e ve r y dif f icult end t~ey ' re 

trying t o worlt i t out by a syctem tha t will procote 
certa in exports. It l oolts al l right to us here , but 
we 're not sure . Tha t would-- if t hey can do t hat-
especially on wool, i t enables t hem to shake l ooee 
froc the complete Ger oan control of their rool CAr
~et at the pr esent t i me . 

Yesll . 

!<ow, we t her efor .:> , are very much hopi ng t he thtnc; 
can be done . Al l I wanted , r eally , t o est of y ou 
or Welles asked me pl e11se to e sk t hi F o r you, orould 
b e if you could pass a no t e eomewber e down a long t~e 

line tha t on any question tbRt might be brousht into 
t he Tr easury, rega~ ing counter vai l i ng dutie~ on 
Ur uguay , t o go darn s l ow and t :> tellt it over wit~ you, 
you see? 

Count ervai l ing dut i es on ~bet country? 

Ur uguay . 

Didn't know i t wa s up . 

I t ' s not up . No, no . Don't put a -- oo n ' t ,ut a 
bean up anybody ' s nose . 

Oh . 

I t' s s i mply they a r e going, we t~ink , to use ce~~ 
methods t o pr omote wool exports . 

Ur uguay. 

Tha t ' s right. Now, t heir r eason f or do i ng it 1! t~T 

Germany compl etely controls that market. They want 
to get some free exchange . We don't t hink t he aet~e 
t hey are going t o use e r e goi ng to i nvol ve &nJ ,r?Cl~. 
but if they should , i f -- i f you should hear or 1t , 
perhaps I had better leave it that way , w:>~ r ou 
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remember t hat we have spoken t o you and hold i t up 
until every cons i der at i on could be given to i t ? 

Ri ght. 

Well, what I - - I know I ' m s tumbli ng around --what 
I ' m r eally trying to eay t s tha t the ,oesibility o f 
Uruguay do ing t his may really be oui~e 1moortant 
~s t o her ability to r ema in economi ca lly independent. 

Now, John Hanes is her e and wants to t alk to you a 
minute . 

Ri ght. 

( Henes lifts recei ver) 

:Oerbert? 

Hello , Jack . 

!{ow ~< re you? 

Good. 

:Oerbert, I ' ve been asked a cue s t1on here, and ! 
haven ' t taken it u~ r.ith the Secretary ye t because 
I haven ' t had time - - by t he Bankers Trust company in 
New York who are contem?lating making certe in cr edi t s 
t o t he Argentine . Taey beard eomething Pbout the -
the Argentinian expJrt or import duties r a ised a~P inst 
Americ~ goods , end t hey t hought this 1~ a etraight 
commercial l oen or diecount end they thought that by 
the f act that t he Argent ine had r a i sed the duty a r,a i ne t 
American imports coming tn, t he t ther e might be aome 
r eason knovm to t he Sta te Department or the Treasury , 
•·hy they , the Bankers Trust Comoany, should not ent er 
i nt.o any negotie Uone ttl th Argent.1ne tor t neee ored ito, 
And they asked me if we had eny reason in the Treasury 
t.o advise them not to do buoinees with the Argen t ine 
Jr if tr.ere was EOoething tha t they would interfere 
~ith down her e by do ing t h is business , they, o f course, 
d i dn 't ttan t to do it . And t hey tried t o see Sumner, 
or tried t o 6et in t ouch with him -- Fr ank Sheppar d 
d i d , but Sumner was t ied up and be coul dn ' t see hlm, 
so hA asked me 1f I would ask you, or Sumner, whe t her 
or no t ther e ttes any r eason why they shouldn ' t ~roceed 
t~ negot1ate loans for the Argentine here in t his 
m~>.rket , 
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The answer ls no . 

There ' s no reason? 

No . No , hPving sald tha t let me give you a little 
ex~lan• tion. Tney haven't raised dutiec on us; i t' s 
the way t hey are manipulAting their exchange control. 

I see. 

You can't get offici al exchange for anything . It's 
a very.eevere d1scr1m1nat1on . 

Against us? 

Agains t us . Thr~u&b t he administration of the ex
chPnge control. 

But •·e 're 1n active converePtion with them now try ing 
to stra ighten l.t out and certa inly •1e 1 ve no obJection 
to any ordlnliry commercia l f 1nanc1ng . In fee t, be-
tween you end me I ' m rlaf. t o hear of it. • 

''le ll, 1f - - I -- I should t l': inlt it v:ould be -- 1t. 
might he l p our relatione v•ith thee ... .. 

It eight .... . 

..... if-- if we did do somP. t hing. 

Quite de fin itely . It might ai~ ~em; bel ? them to 
ge t through. 

Yeah. 

The eoueeze t hey think t hey are s~in~ t hr ough t hat 
they say compels them .... . 

Yeah . 

To do t hie. 

I see . Well , r told them t ha t I'd check with the 
Treeeurv and the State Denartment . I -- an~ I checked 
a lso .,i.t h the R.F.C. to make sure that they had no 
reason t o hold beck. 

''ell, t here's none -,ver here . 
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0 . K. Fine . Thank you. 

I -- John ....• 

"'ould you oind telling Sumnf r thb t I •a aslt1n0 for 
s. Slo1m Colt . r.e kno,.. e Slo'in, of course. 

I 'll ?8Se t he i nforo&tion -- the conv~>r~P.t ion on t o 
him. 

R1ghto . 

·•ow, ther e a r e tv·o or t hree o t her thi ngs , John. You 
, .. 111 be !I.e tinE Secret~> ry, \'/On 1 t yo u · 

I -- I FU),:>ne . 

Yel>h . '"Pll , I ' ll b e -- t 1 m tryinf: t o ge t ')ff to? 
Ut:t i l - 'A"Cdl\Y . 

Yeah . 

Tue ~day I ' ve .;;ot ;)n my c~ lendar t 1·•o or t hree o t her 
t~in~e I ' ~ like ~ c hanc e to ask you ab.,ut. 

All rie;ht . 

So ~·c>u ' ll be teHr1n<; frou .:1 e later in the .,ee:t. 

:> . Y.. Flntl. 

I s t.hP !'e r~retar•y s till t i:er t? 

Yes , he is. 

'".')uld yo• t ask h im if hP c::>uld apeak t ) me 11 minute? 

~ee , just P minute . 

Yt s , ::er bert? 

I ' m s p eaking :m I:ond!>y in Detroit -- tha t' s t h.ft 
~nnuP l epeach of mine . .. . 

Yeah. 

On t he economic bases o f fore i gn policy . 

Yeah. 

Regraded Unclassified



F: 

t;. :Jr: 

F': 

'!!.!Jr: 

F: 

'!~'Jr: 

F: 

".'Jr: 

F: 

":..Jr: 

F: 

F: 

- 5 - 67 

Now, in the course or 1t I talked a little bit about 
monetary af faire . 

Ye&h. 

I begin -- in the fire~ place, in ~be very begi nning 
o f the speech I say i~'e an ~xpression or personal 
vi ewe .... . 

Yeah. 

and not an authorized statement. Secondly, when 
I ge t to monetary affairs I say I ' ll be brief because 
t hese are primarily in the field or Treasury business. 

Yeah. 

See7 Then in the few ~hinge I discuss I am ?errectly 
sure -- o~herw!se I ~ould have bother ed you ~ith it - 
I am ~erfectly sure they ere coo~letely in line with 
~hat you s r e try ing t o do . 

o. K. T~e t'e a l l right. 

So but I ' m g l Rd of t hl P chance to t ell you so tha t 
if and as you should eee 1 t :;ou w:mld understand t he 
reaAon I <H-ln ' t ·oot ner .,ith it -- with them - because 
I know t hey a r e coo?letel y i n line. 

0 . K., Herbert. 

hll right.. ~ave a eood tloe. 

Thank you. Gooc bye . 

Good bye . 

, 
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california 
Oper at or: Hello. 
John 
~anes : ~ello . 
Calif . 
O: Just a moment please . 

( Pause) 
James 
Roosevelt : Hello . 

"Pnes : 

R: 

R: 

~ello . ~ello, Ji~. Hello. 

~ello. 

!!ello , J i mmy. 

!!ello , J ohnny . ~ow are you? 

I ' m fine, thank you. You? 

!.!ar ch 24, 1939. 
1:55 p.m. 

69 

R: 
As a mat ter 
because I' m 
and see you 

Well, I t ell you what I called you about. 
of fact , it isn ' t so terri bly important 
coming east anyway and I ~~nt to come in 
next l~ednesday if you ' ll be t her e. 

t; : I ' 11 be ilere. 

• 

R: Grand ! Wha t I ~anted to ask you about -- it was r eally 
because ~f t ile fact , ori g inally, tha t I called f a t her 
end asked him i f there wasn 't some way to clean up 

ll : 

1-' : 

R: 

"· 

R: 

this Bank of Ameri ca busine~6 . 

Yes . 

And I was ... ondering if you were =ki ng any pr ogress 
or if you could tell me •ha t the trouble was . If it's 
-- if it ' s t he trouble with them, why I ought to do 
somet hi ng about it. 

Well , J immy , I haven ' t f ollowed thei r case wi t h the 
S .E.C . at a ll. 

Yeah. 

I have fo l lowed very closely that pert of it which i s 
our busi ness her e 1n the Treasury. 

Yeah. 
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And I kn?w thn pPrt ?f the st?r:l perfectly 9nd I 
t hink l''e a re making f;oo~ -, rogre£s •rl th t r.em 1neof Ar 
a~; t :.e b~nk l1.Felf ln c :>nce rned 1n ite nt>0pt1f< tlons 
rit~ Lhe :ooptroller ' c office . 

. . 

'' :;Jr , t.he.v E<gree t o do cert.a ln t !li!'!FF. '!'l'.e Co:n;>tr:>ller , 
of cJurre , :1•e asr.eci t!: t:c> t.o -- t.o Pl' l-encl Lne lr C!I .J
it< l -- t.:l t, t. tCen~t~lvcc 1r. ·o ... t.t.C'r r~ ~1.:> , cR,lt.a1. t.:> 

<h.·Jfli t. F . 

YeP:O. 

.:.nd t. :.I'I'C' ' r >< l:>t ::>f' crltlclzed a::d cl-"Sf 1f1E'd 'IUet e 
l n :. .. <. 'oPn: tr·~.ic:. t. .. e ::\lo >tr.:>lltr :_c-.t:: set. R. ~rt Pnd 

~ F F' 1 t.'l ;. C'~_.>itf.t l ..• ~-." t. > Ot· v·r!tten Jff' t. 'l t.Pke 
cor~ , .~ t. .,~, clr- e~lfl.ed e~ rret.f'. 

:ue; .. t.. 
:~, .. -, t.r.e~· ,,.rJt.t -- v·r?te, let.t.er t ) t. :je Jom)t.roller 
t!:c n t•l;; or rt :>f <-qnut' r:' 1n l''h lcl': t.he"' agr!' e<' to 
br·1rw tl" Plr c• 11t>•l uc t. ::> t t.~ r~ ti::> of :me t::> t. e-n , 
'"::.ic ' v·~· t.h~> r F<tt:> t.i:• t t.he ~:Jm)trollt"r ~Pt fn• 
t. :· .. rn , ~on·-~ :..::e~· i".?d ? d lrt•ct)rt ' L1ee tl1.,:: ~-Free 1nt> t) 
•J :. .. r )u :, •·it., L 1~ 1.·1::' Pnd '"t> f re ... 1t1nr f '>r 
t.::c:. t.:l Jc:rf?rJ:l )n ~:. e 1r er,c\ '>f tr.e bFrt:P1n. 

YeF .. . 

· wJ¥' lf \. .. ~:· .Jtrf')rl:i , F:> f~ r "'£ r·e 1 !~e CJnCel\.t:-d ::ert.; , 
t•C: 1l ' t !"1 ··"1'11:• C'lncerne v·t. t .. t.:&e -- ud t.:\ t.:'\e £t.Mtu:..e 
!;IE !t. 1 !'1 ,.,r · ttPn , r-:.nd t. l t 1e t. ) Jtef'~ v ::~Fe trnJ;.t in 
~PfC t ni F )Und .JV Eit i:lr. , Pr.C' t.i".t; 1••p:· - - t.J.e .)tll,'' \"PY 

t. ~ ;.. '"<' C'>lld d:> t.io• t 1 ~ t.:.~> 1 . t.hP,'I .;ut ln !.l>r• c•;>1 tP.l 
i n t t 't t nk ~nd 1..~~ t :..he:.· J)U~ t. .; 0 . 

And t e - - t. he ~ t.::er _>F rt. 1f t he Et. , r:: ')ver t.t~ 5. ; , C. 
: _.t..\t n ' t. fol l'"·eCi at e:ll exce:>t. b.\.' t.he nt:v·e;>e .. trc , 
fi L L:. ' P !ll - - t..::.e n&-Y f)~)e-rr l"re r;--, c ::>:lfuc-e'" b.>ut. 
t t ~r.rr.F£lvet t n•· t.! ,,.,;·~ n ' t. gJt a ver~· cl<f r ldt>P :> f 

, •. !:F t.. !.r bJ1 t•e- n1 t.!.c r t- . 

Ye'"-f• . ,,'."et l , : tell you , the t. ~ J..nt: t : .ft · they eecm tt' be 
v·:> r ! l ed •bJtAt. 'J u t. .ter e 1s i.. •• ' t the s . :: .c. t..·-·•r. .·<~e:s 
t. . a b~n% i n r., much t .. ' t. J.t. v•i 11 !:urt tl: e bf<nk , y?u 
!?ee? 
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Yes . 

And th~ were wondering if there is any kind of an 
agreement that they could r each to go ahead and try 
the c~se without bri nging in t he bank, you see? 
Unless you peopl e t hi nk that it ' s necessary t o do eo. 

We l l , J i mmy, our poli cy here in t he Trea sury is J ust 
to mind our own bueinees. 

Yeah. 

And -- and t hat is none of our business because the - 
the s.E.C. has got a case over there ~hicb 1s a s how 
cause order against Tranoacerica to show cause wby 
they should no t be del1sted f rom t he New York Stock 
!Xcha~ge becauee of giving f a l s e and erroneous infor
mat i on. 

Yeah. 

Now, what the procedure i s for them - - i t seems to me 
tha t if they want to make any bargain, they ought to 
off er the S.E.C . a sti pula tion and c lose the hearings 
P.nd stop all t hi s wrangling back anc f orth betY.cen 
the S.E.C. and the -- and the banks . I say thAt •.... 

But how do t hey go about 1t? 

'7ell, that 1 s soceth1ng ag e 1 n . It ' s none o f my 
business and I haven 't ~ny ~ower t o eey anyt~lng , nor 
do I want to ssy anything about how the S.E. C. ought 
to conduct its a ffa i rs . 

tro , no. 

I do -- I do beliPve, however, thFt i f t he bAnks came 
i n and made a sti?ula tion and - - and talked to the 
S. E. C. along the lines t hs t ::ario Giannini t a lked to 
me every t irne I 1 ve seen him ...•.. 

Yeah. 

Well , then I think t he S.E.C. a re perfectly reasonabl e 
9bout it. I don ' t think they 've got any -- there ' s 
no axe to grinrl on account - - they J ust want to make 
sure that they get the -- the t hing in the public 
mi nd clear, tha t' s all. 
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~/ell , do yo u think - - do y ou t h ink 1t would be bad 
business for me t o talk t o J e rome Frank about it? 
See -- s ee i f I could get h i m to tell me wha t -- wha t 
t hey want, and so t ha t -- ~o tha t they c ou ld come in 
r nd ' i t ? 

~ell , J1CQY , I ! ~ell you , 1f you want~ - - if 
you wan~ my fren~ 09 ini on as from Jimmy Roosevel t 
f r oc Jor~ ~anes t o Jicmy Roosevelt, I' ll tell you what 
~· fr,.. nk o=' inton is. 

Yeah . 

1 t nl.nk yo u would do them more injury than you ' ll do 
t heo hn d . 

:!ow , t h a t. ' s Just. e. strll.ighl. , P.nd frRnk , Fnd eFrne s t. 
ste. t.em~nt , one s incere . 

Yee.h . 

And -- rn<' it ' e - - •·i th R e rnuch i dee. o f helpi np. you 
a e - - f. f P-nyt!line- i :l t.he , .. or-l o , bece.•J~e I don 1 t ••·ant 
t o see .v-:>u e:e t ;;our neck out . 

~::> , no . I o.,n 1 t w~<nt to. I Just want to -- in ot her 
l'10rd.s , t. i'ley coce Pc~os~ Pnr s::-.:; , tt~e want t? t ? ~hat,

ever i e t he , roper , decent l.hlnF t o co t.~ fini~~ thi r; 
it ' ~ hur-ting the bank ~no it i sn't doing us a ny •ood 
a nyrher e >r oun<i , but •·e clln ' t eeem to f ind :>u t wha t it 
i t t.h ~ t the,/ 1 ll l e t us do , Pnci -- RnO don 1 L Eive US a 
f a i r "J llly ." '7ell , nAt.urF Uy , hell I want to I wen t 
t:> eee ~nybody t r eated f a irly , th~t• s all . 

"'ell , nov•, t hA t ' s 1'. quest i on aga in -- t h> t. -- I 
sh :~uld t h ink yo u would htwe Vl settle for y')UI'Self. 
I ' m Ju~t telli ng you-- I ' m J us t t elli ng you f r om 
;;:>ur o~·n s t.Andpo1nt. if I r.er e si t ting .,!!ere y:>u are , 
! r'~ld - - if I wer e you ! ' d -- I ' d have P.G 11ttle 
to ~ ~ ~1th i t ae : could , but that ' s jus t from John 
Hanes to J i mcy Roosevelt . 

Yee , e i r . 

:'ot - - not a nyth ing o ff1c 1111 about tha t, but •.••. 

Oh, no . 
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Well, "'e ••... 

I J us t wan t to be right about it. 

'.'le - - here in the Treasury, .,e 've Just got a rule 
t hat " e Mind :>ur :>...n busineae and -- and •·e hope t o 
G:>d t ha t these o t her fellows will mine t~eire and 
l e t us elone -- let ue go :>n a nd do our job. 

Yeah . 

But if -- 1f t hese fello wp 'w~> nt t.o make A -- if they 
want. to 131lke e Fet tlement )f this matter with the -
with t!le S.E.C., t hey ' re ~to ing "b~ut it in-- in a 
?r etty bPd way , Ji~~. 

~eah . 

Because t oelr -- thelr witneEses are refus i ng to 
teFtify -- ~> gain t h l!< is ?Ut of tile ne.,,.pa:>er~ that 
I get t h1e . 

YeP.h . 

BecAuse I hA v!'n ' t d iscussed it wl th e.nyone ot her t han 
a ere in the Treasur y. 

Yee.h . 

But, it eee~6 t J r.e froo the nPr.e?aper£ t ha t they are 
g:> i no; ab:>u t cre?t1ng !l cooperetl\'e understandi ng 1n 
a )r etty b~d way . 

Yeah. 

And lf t.he;: wanted -- 1f t ney wanted t o settle t he 
thln2 , why i t s eeos t::> me the-y are golng to lay all 
til~ car ds ::>n t he t eble , : tnln~ t h?se fell~we li t the 
S .S. ~. er e A ?retLy f a ir- minded bunch .... . 

Yenh . 

And t hey -- they just don 't want eonebody glvlnf thee 
the run-ar ound . 

Sur e . 

But I -- I woulci t h1nk lf they woul d -- 1f you are 
com1n~ ~n here next week, why I ' d let th~ matter-
mn1.t er r eat until you get he r e because :tou ' re liable 

to cre~ te a lot of m1sunderetan~ 1nr. by -- by tele ?h:>ne 
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becaus e you ca n't get t he background unless you're 
out here. 

That' s right. 

So my advi ce t o you agai n -- I ' m outsi de t he Treasury 
now, ~h ich I try to stay i n, but I ' m fond of you , 
and I .. ant to sa;; t o you t hP t if I wer e you I - - Jus t 
as J immy Roosevelt, I'd keep quie t unti l you ge t here 
and get so~e of t he background . 

Ri ght, Johnny . "!ell, I apprec1Pt e 
Tha t ' s whl•t I V'ant ed to f ind out . 
I'll Ee" you when I ge t out ther e . 

Al! right , Jimoy . 

~hank you, Johnny . 

Good bye . 

G~od bye . 

it a l ot, fell ow. 
Bless you, and 
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Operator: 

;z.:·Jr : 
'II. R. 
J,hns:m : 

".:Jr: 

J: 

!'l'Jr: 

J : 

Hl:Jr: 

J : 

J: 

J : 

• • " . 

Hello. 

:.!r . John eon. Go ahead. 

Hello , Johnson? 

Yes, s ir. 

Secre tary e9eak 1ng. 

Yes . 

!.larch 24, 1939. 
4: 00 p .m. 

75 

When I come back on t he t enth of April, I want a r e
port from you ee to ~hat the activities are of 
emugyli ng of oil from ~exic~ into the United States 
and wha t we are do i~S to combat it. Texas citizens 
seem t.o thi n.t the-e'ealot of it. is go ing on . I don't. 
know whether t hey are right or wrong. 

Yee , s ir. 

When I ' m back I ' d like t o have a spec ial investiga tion. 

All right, sir . 

Will you t.alte care :>f 1t? 

Yee , eir. 

T'nan:t you . 

On the tenth. 

Thank you . 

Thank you, sir. 
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STATEMENT BY SECRETARY MORGENTHAU BEFORE THE 
WAYS AND MEANS CC».!MITTEE OF 1HE HOUSE 

OF REPRESENTATIVES1 FRIDAY, 
MARCH 24, 193~. 

Titles II and VIII o! the Social Security 

76 

Act o! 1935 charged the Treasury with respon.si b111 ty 

!or collecting the taxes !or old age insurance, tor 

administering the old age reserve account , and !or 

making the benefit disbursements cert1!1ed to it 

by the Social Security Board. I should like to 

submit to you today some considerations bearing on 

these aspects o! the old age insurance program. 

In. 1935 when the Act was before this Committee , 

I urged adoption or a self- supporting contributory 

old age insurance system in which the future tax 

) 

• 
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burdens on the bene!ic1artes woul d be lightened by 

interest earned on a reserve !und accumulated by an 

excess o! taxes over benefi ts during the early years 

ot t he system. I believe now as I beli eved then 

that a sound old age insurance system must be on 

a contributory basis . Our experience in these t our 

years leads me , ho\7ever , to recommend to you an 

important alteration 1n the role whtch a r eserve 

fund should play in this contributory insurance 

system. 

Four years ago when the old age insurance 

program was being planned , we expected that the Act 

as passed would provide old age security !or a 

fairly 11m1ted group in the community. We realized, 

• 
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o! course, that many workers who might not be 

insured under the Act at any one time would later 

obtain protection by shifting into insured occupations . 

It was generally supposed, however, that the group 

so shifting would be small compared with the great 

mass o! workers , who throughout their working li!e 

would remain continuously e1 ther in the insured 

category or in the uninsured category. 

Because the limited gr oup o! employments 

!or which 1 nsurance was provided had been selected 

primarily upon the basts o! administrative !easib1lity, 

it did not seem fai r that uninsured persons should 

be taxed in order to provi de old age benef its 

as-o!- right !or the insured group . I therefore 

recommended to your Committee 1n 1935 that the old 

• 
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age insurance system be made self- supporting !rom 

payroll taxes on insured employees and their 

employers . 

19 

. . Operation or the Act has provided significant 

information bearing on this question . This 

information shows that the extent or migration, 

t emporary or permanent, !rom uninsured to i nsured 

employment 1 s far greater than was assumed by the 

President ' s Committee on Economic Security in 1935. 

In my last annual report, I pointed out that the 

consequence or this migration was that the scheduled 

tax rates were insufficient to maintain the system 

on the actuarial reserve basts provided by the law. 

There iS, however, another and more cheerful 

result or this migration . As a consequence or the 
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migration, a much larger proportion ot the total 

population ot the United States is qualt!ying 

eo 

under the contributory system to receive old age 

benefits than had been expected . MY latest annual 

report presented the estimate that, without extension 

ot the cover age under the present law, 80 per cent 

ot the population ot the United States ultimately 

will have qual1!1ed during their working lite tor 

at least the minimum annuity under Title II ot the 

Act . 

This experience throws new light on our 

original belle! that the Act ought to be self

supporting . Four years ot experience have shown 

that the benefits ot the Act wlll be so widely 

• 
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di!fused that supplemental !unds !rom general tax 

revenues may be substituted -- without substantial 

inequity -- !or a considerable proportion or the 

expected interest earnings from the large reserve 

contemplated by the present law. Therefore~ it 

becomes apparent that the argument tor a large reserve 

does not have the validity which tour years ago i t 

seemed to possess . 

There is no need at the present time and, I 

believe , there W111 be no need in the near future , tor 

supplementing payroll taxes !rom general revenue . 

For all classes or beneficiaries , the values or the 

bene!its which the Act provides are and tor a long 

time will be substantially in excess o! the contribu

tions under the schedule provided in the law. 

• 

Regraded Unclassified



- 7 -

There 1s another reason !or questioning 

the schedule or tax rates and the resultant reserve 

set up in 1935. We adopted a gradual step-up in 

the tax rate in 19~ in order to give industry an 

opportunity to accustom itself to the new taxes and 

so avoid any undue restrictive effects . The trend 

or business conditions i n specific future year s 

could not , or course , then be accurately foreseen . 

In periods or Incomplete business recovery like the 

present , the contributory old age insurance system 

should be so financed as to have the least possible 

deterring effect on business . It is, therefore, 

a pertinent question whether a substantial increase 

in the tax rate should be allowed to occur at the 

present stage or business r ecovery. 

ez 
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The depressing e!!ect o! the present 

disturbed state o! wor l d a!!a1rs upon the American 

economy makes 1t especially urgent that at this 

time we do not pl ace any avoidable burdens on 

.American pr oductive enterprise . 

83 

That is only one side o! the picture . Over 

against these !actors af fect i ng business , your 

Committee will, o! course , take into account the 

poss i ble undesirable e!!ects on the public under 

standing o! contributory old age insurance which may 

result if the tax schedule is disturbed at this time, 

especial ly if increased benefits are approved . 

\Vlth these !actors 1n mi nd , I r ecommend the 

followi ng changes in the Act: 
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1. We should not accumulate a reserve 

!und any larger than is necessary to protect 

the system against unforeseen declines in 

revenues or increases in the volume o! 

benefi t payments . Specifically, I would suggest 

to Congress that it plan the financing o! the 

old age insurance system wi th a view to main

taining !or use in conti ngencies an eventual 

reserve amounting to not more than three times 

t he highest prospective annual benefits in the 

ensuing !ive years . 

2 . The method o! admi nistering the old 

age insurance reserve !und should be changed 

so that it will be made clearer to everyone 

that it is a trust tund established tor the 

• I 

• 
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bene!tt ot the insured who have contributed 

to it . I r ecomoend the creation ot a board 

ot trustees tor the tund to be cocposed or 

the Chairman o! the Social Securt ty Board , 

the Secr etary of Labor , and the Secretary 

of the Treasury . The Secretary or the 

Treasury should be the managing trustee for 

the fund . Such a Board of Trustees ~ould be 

similar to that set up in the Postal SaviniS 

Act . 

I also recommend the esta:l1shment or 

an "old age insurance trust rund• to be held 

in trust by a board of trustees and to be 

deposited in a spec ial account In the Treasury. 

The old age i nsurance trust tund would be made 
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up ot (a) contributions collected under 

Title VIII ot the social Secu.rity Act, 

(b) tncome accruing to the trust !und, and 

(c) any other money appropriated thereto 

by Congress, 1nclud1ng the balance now 

carried 1n the old age reserve account . 

The board ot trustees should report 

annually to Congress on t he operation and 

status o! the old age Insurance trust !und 

during the preceding !!seal year and on its 

expected operation and status during the 

next rtve rtscal years , reporting end 

estimating t he income ot the !und, its 

disbursements , and its assets . The board 

ot trustees should report !rom time to ta 
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to Congress on .the actuarial position o! 

the fund . It should also make a special 

r eport to Congress whenever the trustees 

believe that during the ensuing five years 

the trust !und will exceed three times the 

highest annual expenditures anticipated 

during that five-year period. The trustees 

should also report to Congress when they 

. 
believe the reserve is ! al11ng unduly low. 

3 . To i mprove public understanding of 

the purposes tor which the funds are collected, 

I recommend that the taxes under Title VIII 

be termed •contributions• levied under the 

Government • s taxing power . This terminology 

bas already been used in the RailrOad 
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Unemployment Insurance Act . 

The change to a contingency reserve system 

o! ol d age insurance must necessarily inf luence 

the rates at which the Government should col lect 

contributions . I must advise Congress that accept

ance o! a contingency reserve basts means that at 

some fut ure date et t her payroll taxes wt ll have to 

be higher than the present Act provides or there 

will be a de!1c1ency which the Government will have 

to ~~ke up !rom other t ax sources . 

On the other hand , i! a contingency reserve 

system is adopted and tf the schedule o! tax rates 

provided in the Social Security Act remains 

unchanged , we may have !or a !ew years , unless 

bene!t ts are increased substantially, a r eserve 

Regraded Unclassified



- 14 -

fund somewhat larger than would be necessary 

under the standard I have here suggested. However, 

t he early annual disbursements of benefits are 

neither representative nor can their amount be 

precisely forecast at t his time . Consequently, it 

may be desirable to anticipate a somewhat larger 
• 

conti ngency reserve during the first few years of 

benefit payments . In addition, the contributory 

old age insurance principle would be Jeopardized 

if , for the purpose of reducing t he reserve, the 

rate or contributions was reduced or inadequately 

increased during the period when the public had 

not yet come to understand completely the essential 

dependence or benefits on contributions . 
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I submit ror your consideration !our 

alternative rate schedules ror old age insurance 

contributions . They differ only as to the r ates 

which would apply during the next three years . 

~0 

The rate schedule which wi ll be mcst in harmony 

wi th the maintenance of a contingency reserve on 

the standard previously proposed will depend upon 

the benefit pr ovisions finally adopted by Congress . 

These alternatives are as follows: 

1. Leave the present rate schedule 

unchanged , that is, 1 per cent on employees 

and employers each !rom 1937 to 1939, 

inclusive , increasing to li per cent on 

each in 1940, to 2 per cent in 1943, to 2i 

• 
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per cent 1n 1946, and to 3 per cent 1n 

1949. 

2 . Increase the tax rate on each, 

employees and employer s, !rom 1 per cent to 

1-1/4 per cent 1n 1940, to 1-1/2 per cent 

1n 1941, to 1-3/4 per cent 1n 1942 and tollow 

the present schedule thereafter . 

3. Increase the tax rate !rom 1 per 

cent to 1- 1/6 per cent 1n 1940, to 1- 1/3 

per cent 1n 1941, 1- 1/2 per cent 1n 1942 and 

tollow the present schedule thereatter. 

4. Omit the increase 1n tax rate 

trom 1 to 1- 1/2 per cent scheduled to take 

place 1n 1940, but step up the rates 1n 

1943 and tollow the present schedule 
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thereafter. 

You will observe that all ot these plans 

provide tor the existing schedule in 1943 and 

thereafter . 

I should like also to place be!ore you tour 

tables which show annual contribution collections , 

annual bene!it payments and the size o! the old age 

reserve !und over the next !ew years under each o! 

the tour tax schedules . In preparing these tables 

the Treasury has used tor illustrative purposes 

the intermediate estimates o! bene!it payments based 

upon the proposals outlined by the Social Security 

Board in its report to Congress . These estimates 

were supplied to the Treasury by the Board and their 

inclusion 1n the Treasury's tables does not 1mp1y 
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either approval or disapproval of the benefit plans 

which underlie the estimates . This material , I 

hope, will assis t you in det ermining at what rates 

contributions should be collected and how large the 

contingency fund should be , 

Our experience under the Soc ial Security 

Act has been very br ief . We have been collecting 

taxes under the old age pr ovisions of the Act for 

only slightly more than two years . We have not as 

yet had any experience with t he payment of monthly 

benefits . Periodic re-examination of the Act , 

therefore , is essential . I t hink t hat it is most 

Important that prior to 1943 Congress again 

comprehensively re-examine the financial provisions 
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of the Act. Pending that re-examination, however, 

I believe that the tax rates tor 1943 and thereafter 

which are now in the Act should be retained so that 

there shall continue to be a detinite program tor 

financing old age insurance on the statute books . 

I ttrmly believe the old age insurance 

program ot the Social Security Act constitutes a 

great and tar-reaching constructive program. Its 

planning, initiation and operation have been a 

tremendous task. That task has been successfully 

carried forward over the past tour years . With 

proper revisi on, the Act will provide a means o! 

protecting millions or our people against dependent 

old age . It will protect them through enhancing 
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their capacity to help t hemselves and in planning 

tor a sel! - reliant old age . It will protect them 

and our soci ety !rom the dangers o! paternalism, 

• 
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ALTERNATIVE PLAN IV 

llo increase in tc.x throusb 1942; theroe.fter tax schedule of prosout 1u. 

Tho bonofit estimates used are for i11uetrative purpoana only ~·d aro tho 

lntcrccdlate ostiL"\tes baaed upon the proposal& outlined ey the Social Securltr 

~o~r~ in its Report to Ccngress . 

(In cilllona of dollars) 

1940 1941 1942 1945 1950 1955 

t tax receipts (gross rc~olpts 
clnuo admlnlotr~tlvo oxpe~aoa) $ 501 $ 505 $ 504 $1,078 $1,751 $1,849 

175 400 555 914 1 . 697 ? .320 

c~ab recel~ts of Gov~rnment 3?6 105 - 51 164 54 - 471 

lntore8 t accrued 48 56 58 82 115 98 

~ddi t1 on to fund 374 161 7 246 169 - 373 

!It end of ,re-u- • 1, c304 1,965 1,972 2,907 3,974 3, 131 

at enc\ of •ro•U" 1939 ia estimated tc bo $1, 430 milliona. 

\o 
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AL':I'l!NATI VE PLAN I 

1. Tax schedule of present law: 1 percent on employne and 1 percent on employer 

t hrcu&h 1933, i ncreasing to 1~ percent in 1940, 2 percent in 1943, 2* percent 

In 1946, and 3 percen t in 1949 and thereafter . 

2. ~e benefit estimates used are for i llustrative purposes only and are the 

lnter!:!odiate estioateo based upon the proposals outlined by tho Social Security 

Bo~rd In its Report to Congress . 

(In millions of dollars) 

~0 l en~[ ven 
1940 1941 1942 1945 1950 1955 

.. 

Net tax r eceipts (gross rocelpta 
~ ! nus ed!:! lnistr~tive expenses) 

$ 707 $ 780 $ 781 $1,078 $1 ,751 $1,849 

Less: Benoflt paymonts 175 400 555 914 1 ,697 2 ,320 

~:c t. cash receipts of Government 532 380 226 164 54 - 471 

Mdt lnte ro1t accrued 51 66 77 110 14? 135 

Total add! tton to i'und 583 446 303 274 201 - 336 

fund at end of ye:>..- 2 ,013 2, 459 2 , 762 3 ,846 5 ,064 4,395 

• fund at end c f " 8 .1r 1939 is eo tioatod to be $1, 430 cllllons. 
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ALTffiiiATIVE PLA!I II 

1. Tax achedule: lt percent 0:1 eaployee and 1t per cent on employer in 1940; 1~ 

percent on e~h in 1941; l i percent on each in 1942; same as ~resent law i n 

19·13 nnd thcrno.fter . 

2. ?he benefit Anti~:>atcs used nre for illustrative yu.rposea only and are tho 

intr rmeciinte oa tim'ltca based upon the proposal a outlined by tho Social Secur1 tT 

Bo,rd in its Report to Congress . 

(In millions of dollars) 

!;!!}~r.dar l~M 

1940 1941 194.2 1945 .1950 1955 

t:ct tax receipts (gross receipts 
mlro>s odministrntive c~penaes) $ 605 $ 746 $ 884 $1, 0?8 $1, ?51 $1,849 

Less: Benefi t ~~nonts 175 400 555 914 1, 697 2.320 

::at caoh r cceiJ)ts of Government 430 346 329 164 54 - 471 

Add: Intere•t accrued 49 62 74 109 146 134 

Total a~di t ion to l'und 4?9 408 403 273 200 - 337 

FUnd at end of year• 1. 909 2 ,317 2 , ?20 3,836 5,052 4,381 

• FUnd '\ t ~nd of yc~r 1939 ia esticnted to be $1,430 c1111ons . 

• 

Regraded Unclassified



ALT:2lliA.TIVE PUN III 

1. Tax schedul e: l - 1/6 percent on employee and 1-1/6 porcont on employer in 1940; 

1- 1/3 ;,>ercent on e'\Ch !n 1941; 1-1/2 percent on ench In 1942; aame aa preoont 

law in 19·13 'Uld thereafter. 

2. 'ibe b~ne f!t oatlm~toa usod are for illustrative purpose• onl)' end aro the 

intermodi~to cat1m3toa based upon the proposals outlined by the Social Security 

Board in ita Roport to Congress . 

(In mil liens of dollars) 

Q~lendar XSUY: 

1940 1911 1942 1945 : 1950 1955 

Ne t tax rcce i~ts (gross r eceip t& 
$ !l inus adm l rtistr :J.t1vr expenses) 570 $ 666 $ ?58 $1,078 $1, ?51 $1,849 

l eu: Benefit p~onts 175 400 555 914 1.697 2. 320 

!lot cosh r oco!pts of Govorumont 395 266 203 164 54 -471 

1..1d: Interes t acc rued 49 60 69 100 135 122 

'l'otnl add! tlon to fund 441 326. 272 264 190 - 349 

fund a t end of y~:>r• 1, 874 2 ,200 2 , 472 3 ,528 4 ,695 3 , 966 

• Pond "t end cf yoar 1939 is ostiootod to bo $1 ,430 millicns . 

• 

Regraded Unclassified



f"EDERAL RESERVE BANK 

OF Ne:w YoR K 

Karch 24, 1939. 

Cear .lr . Secretary: 

T~ good-sized corporat e offerings during the present week hove given 
the new securit ies ~arket its fir st real teet in some time . I n spite or a de
cl ini~• s tock marke t and r enewed appr ehenoion concer ning European de velopments, 
both or t he ner i ssues were sold ou t the dey of offering end were quoted at 
aojerate prem!Q~S . The first issue t o be marketed was $22, 500,000 ot National 
DL• tillers Products Corporetion convertible debenture 3 l/2s of 1949, ot 100 1/2. 
Tnlo i :rue is r ated Ilea b)' :.toady's an:: t !2init.1al conversi on beg i ns about 30 per 
c••t above the pr esent oerket for the COII:pll.DY' s stock, but t he debentures were 
ret: ily sold. On the follorlng C.a.y, tl7 , 500, 000 of Northern States Po .. er Co11pany 
·"irst -:ortgege 3 1/Zf, bonds of 1964 were offered , a t 106, to yield about 3 . 15 
;1<'r cen t . Being an Aa iseue , t heir succeu!'ul reception was t o be expected , 
! ince 'll high grade i aeueshave only t o be priced in line xith the marke t t o meet 
•ith s trong demand Qnder present conditions. 

A third corporate i •sue this .. eek illuetrates that th e railroads can 
oLta in money f or new equ1p~ent at very low rates pr ovided there is reneonable 
•·a.~rance of the loans being paid. The Chicago, r.lilwaukee, St. Paul, &nd Pacific 
••1lroad , in receivership, !Old tl, 920, 000 of eqQlp~ent trust certificates due 
114~-5~ st an interest coat or a little le~£ than 1 pe~ cent. An insurance 
co..,,:r.;; ... on t!le award at public bidding. Tbe three beuea t.hls .-eek tAOunt to 
:!~,O,~,OJJ of rbicb tlJ , O?O,OOO is new capital. 

Good- stzed i seuoe a re now i n registration tor t he Commonwealth Edison 
• nd Eas~an Kodak Compan ies anti t he Texas Corporation for aale 1n April. The 
lest two will r aiso abou t &75 ,000 ,000 of money for new capi tol pQI'posea , ~ore than 
totol new capital i n any =onth since l ast September. Both com?anies hove stated, 
ho•ever, t~t the money will be epent gradually over an iruiefinite period instead 
or !"or 1uediate expansion. 

llunicipal bond awards rumln at a low level, the total tblt woe~ being 
\b;>->t ~l ,200,0?0. 

ijon. Henry r.lorgenthau , Jr., 
~•crotary of the Tr eaaQry, 
lluhlngton, D. C. 

I ours fd th!'ully, 

an Spro~l, 
I First Vice Preeident. 
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!lear 11r. Slll'ftlt 

011 Mllalt ef \be 'lee ret.,-, ..,. b 
• .., rr.- lullillc'ea .. • vlet _, ... , 
J .. u'Doele4c..., ~ let\N ef -..eh 
u,h, eoYoor~ ,_ ....,er et ,._ -
.. ovlU•• .n.t lw \loe _, .... 
I M orve llr. llel'lf<'ll\Ma wtU k _, u 
, .,.,, .. , 1a a \'414Tbc ~ l OX F\e -'

he ......... \o hl• .S..lr. 

II. !1, IO.e\1, / 

PrlftM -·~· 

Mr. 4llaa !!w'1111, 
flH\ YlM PrMU..,, 
fe4eftl !letoene 1u1r ef ... Yen, 
... ton, ... Yoltc. 

4b• 
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Storttar1 of St atE, 

Washington , 

401 , March 25, 2 p . m. 

GRAY 

London 

Dattd March 25, 1939 

Rtc ' d 10 :28 a . m. 

FOR TREASURY FRO!! BUT'l'ER"~ORTH . 

ThE ttxt or thE Civil DEfEnSE Bill indicatES t hat 

th£ ?bligator 1 air r aids prtcaut1on mtasurts to b£ 1m

posEd upon British i ndustr1 may involvE a gr oss EXpEn

diturE of about pounds 33 , 000 ,000 of which pounds 

10, 000 ,000 will bE born£ b1 thE govtrnmcnt in thE 

f orm of tax relief or grants . ThESE figurEs ExcludE 

th£ obligations t e bE imposEd upon utilitiEs and rail

ways . Includi ng grants to thEsE s t rv1cts the total 

burdEn upon thE Exehcqutr will b e pounds 25, 375, 000 

102 

most of which wi ll ar is £ in thE financial 1car bEgi nning 

ntxt month. 
Owntrs of fae torits , mints and commerc ial buildings 

will b£ obligEd to pr ovi d E protEct i on for wor ktrs and t o 

EnsurE maintEnanC E ef s trvicts and wil l rtctiVE a gov Ern

mEnt gr~ftt E~ual t o thE s tandard rotE of incomE on t h£ 

eapital sum expended. Thi s will involvE an ExchequEr 
chargE 
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chargt of about pounds 8 ; 000, 000. Half the cost of 

obscuri ng gl ar e i n i ndustrial processEs - pounds 

4,000 ,000 in al l - i s to bE bornE by thE Government. 

Grants to ut i liti es wi ll takE thE form of tax 

relief for capital expenditure and allo~anccs - ex

cept for railways and electri cal undertakings - up 

to 5~ of t hE cost of mai ntaining essential servi ces 

in tlr.~E of war . Railways art to havE a lOa% grant 

subj :ct to rEpayment up to one ha~f in the EVEnt of 

war , whi lE ElEctrical undt rtakinBs arE to r eceive up 

to 50~ of the cost of special servicEs and stocks . 

KENNEDY 

KLP :Vr.'IC 

:!.03 

Regraded Unclassified



EO 

SEcrEtary of StatE , 

Washington . 

202, March 25 , 1 p. m • 

GRAY 

Bulin 

DatEd March 25 t 1939 

REo ' d 10 130 a . m. 

104 

. Law 

tasks of 

rElati ng to thE fi nanci ng of nati onal poli t i cal 
f1D&noe 

thE REiCh (nEW ~xz/plan) datEd March 20 and 

pubH shEd las t night pro vi dEs bri Efly as follows: 

All govErnmEnt (fEdEral , statE and local) di sbursing 

agEnciEs must pay 4o% of EVEry di sbursEmEnt (of rtichs~ 

marks 500 or mort) to privat E busi ntss in tax c Ertifi~ 

catEs of two typts in Equal amounts . 

TypE onE c Er t i ficatEs arE non~inttrtst b Earing and 

may bt usEd for paying all taxts collEctEd by thE Rtich 

afttr s ix months from datE of i ssuE or f or Erftct i ng up 

to 40% of any paymEnts bEtwEEn privatE businEssEs . 

(Thty thus amount to a nEw form of currEncy) . In ordEr 

to EncouragE holdErs t o rEtain c ErtificatEs rat hEr than 

uat thEm mErEly for t ax paymEnts , a fl ExiblE utilization 

of dEprEci ation (in rEporting taxablE incomE) is pErmittEd 

on a pEr cEntagE basi s of amount of c ErtificatEs h t ld and 

ltngth of timE hEld. This advantagE i s rurthtr incrtaatd 

i n thE cas £ of EXporting manufacturtr s and EXpor tErs . 

TypE 

' 

Regraded Unclassified



- 2- #202 , March 25, l p . m. from BErlin 

TypE two cErtificatEs may bE ustd for payments of 

all taxEs col lEcted by thE REiCh aftEr threE yEars from 

issue and ore then worth 112~ of thEir face valuE . ThEy 

may also be used f or paymEnts bEtwEEn private busi nEsses 

on the s~E terms as type onE certificates . 

Loss in cash revenues through acceptancE of c erti

ficates f or t ax poy~cnts t o b t partially cor.pcnsattd by 

~pECl.al t a:: of 30% on incrtnscs (with ccrtA.1n excEpt ions) 

i n t \XablE inCOlnE cf 1ndividuala and corp.:>rnt1ons over 

t axablE incomE in the previous year . Fi r st quarterly 

pnymcnt due SEptember 10 , 1939 for increases in 1938 

over 1937 . 

GEIST 

PEG: ·;we 
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P.uuPHlUSI OF TJ:LIORAJI RECEIVED 

TROll: American Legation, Bern, Switzerland 

DATE: llaroh 25 , 1939, 11 a.m. 

liO. : 23 

Reference is made to telegram No. 21 of Karch 21 

from the Legation. 

Yesterday as a t emporary protective measure the 

Swiss Government decided to block all payments by persona 

or firma domiciled in Switzerland to persona or f i rma 

domici led in Bohemia, Carpathian Ukraine, Slovakia and 

Uoravia. It wi l l be required that such payments be made 

to the Swiaa National Bank, the relevant decree taking 

effect as of today. As soon as appropriate arrangement& 

have been made with the states concerned , it is announced, 

through cleari~ the payments can be t ransferred to the 

foreign creditors . 

BIGELOW. 

U.:Ln 

-
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Secretary of St~tE, 

'.7ash in(lton • 

• 107 , !.!arch ::;7 , .6 p . m. 

GRAY 

London 

Dated March 27, 1939 

Rcc ' d 3:30p. m. 

:~Oil TilE A SUR'.[ .?RO i BUTTER'.'!ORTH. 

I n search of coneolation tl~e cit y tai:Es somE comfort 

from t!.e f c.ct that l:!ussol i ni ' s 3pecch was not "explooive" 

but at t h e s9.lll£ timE ls pai nfully ar1are of the a bsence of 

any ota tcmcnt or positive policy on the par t of thE 

British Government . Consequently, the London security 

n:ar!:ct rose slit;htly but on pr actically no trading and 

Br itish Government securities merely stayed steady. The 

t oreian cxchan8E market has also not been very acti ve and 

sales of dollars from Holland have given the pound some 

s upport . or the 214 bars at f il:in:; 96 were married and 

about 50 vtcrc supplied by the British fund . ThErE werE 

no substantial dealings after fi.xin g . 

la.P 

CSB 

K£Nli£DY 

107 

• 
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PARJ.PHIUSJ: or TELJ:GRAK RIOIIVID 

PRO¥: uerioan J:mbaaay, Paris , J'ranoe 

DATI: Karoh 27 , 1939, 6 p.m. 

:so.: 576 

PRO.U: COOHIUB , 

- " 8 _ .... 

At six o ' clock this evening I visited at t he Bank 

of F-rance. At least a small amount of foreign exchange 

bas been ga ined by the French control every day since 

the beginning of the recent orieia. In gold and foreign 

exchange the fund as of this morning contained 

20 ,500 ,000 ,000 . The equ.1 valent of about one-quarter million 

pounds in dollars and to a lesser extent sterling was 

taken in by the oont rol today, 

Today there was 1~rovement in French shares and 

rentes. Both the Dutbh florin and the Swiss franc have 

ehown i~rovement, Therefore, the first reaction to the 

speech which Kussol1n1 gave baa been fairly good, 

but trading 1a still not heavy, Reynaud's decrees 11sbt•~ 

taxes on exporters have encouraged t he French market. 

BULLitf, 

EA:LO 
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Secretary of Stat e , 

•::ashington. 

402, karch 27, 11 a . m. 

GRAY 

London 

Dated March 27 • 19~9 

Rcc ' d 2 :55 p . m. 

:i.09 

!'OR TnEASUIT'; FROII BUT'I'ER':IORTH. 

: havE today recEivEd a le ttEr dated i.arch 25 from 

thE Jritish 'Ircn.ury ;;ocfcrrin~ :;o SL• :-'I'Ednicl< :·pilli,!la ' 

rE:nur!·s rt ;:Jor ttc:! !n paragraph t~·Et of my Z: 't 4 , !.larch 20, 

6 p . rn , and stati n e t hat "As t hE Enclosed -not£ i s of a 

tEchnical chsruct:Er WE thought that thE mo~ t convenie nt 

coursE uould bE to a sk you to :> t good enough to transmit 

our notE t o your Oovt~Ent . instead of dtaling with thE 

mattEr throtogh the diplomatic chann£1 . We arc , of course , 

takin~ U,!l thE matter l'tith thE FrEnch GovErnmEnt ." 

'fht not£ which is entitlEd Despatch of Oold Bars by 

Post reads o.s follows : 

"OnE. ThE arbi trag£ of zold fror.1 London to New Yor~ 

by usE of thE French calls was first p racticed last !'tar. 

ThE ~tE thod iz t o buy gold in London and ship 1 t to France 

for d ElivEry t:o thE FrEnch post officE in packag Es Each 

contoinins onE bar of eold which may be of a valuE of 

pounds 3000 or upwards . ThE value of each packagE is, 

however 

• 
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hOwever , declarEd at a fi~,;urc corrcaponCiin G to the general 

limit or value (understood to UE 1000 gol d francs ) set by 

the Frueh !_:)ostal rq~ula t ions . The :_old is insured in 

transi t r or its full value . At first , insurance cover 

could only b e obtainEd for a litlitcd amount and shipments 

were r:rEly in excess of pounds 250 - - pounds 500, 000 

a 1'/Ctl: . 'l'i.£ pro.cticE has now , howEver, grcvm tc. very largE 

dincns i ona , ovcz· poune.s 3 millionc ht.v~ng 't'rcn ~Ent j,n 

J :mua ry and polmds 1 tr..illions in FEbruary . 

Two . •:,'h11E it cannot bE )?roved that nonE of this uold 

would havE bEEn acnt if poo~Gl facilitiEs had not existEd , 

it is certain that thE Existence of those facilities has 

dEfinit ely E~couragtd the sendi ng of gold from London to 

Nr11 Yorlt . But therE is a still stronecr objection to this 

traffic, nruncly that it falsifies tbt pricE of gold in 

London. By establishing a aold point at rthich gold in ouch 

substc.n tial quantities can b£ profitably exchanged for 

dollars it affects the amount of intervEntion necEssary 

both h ErE and elsewhErE in order to maintain thE r elation

ship of currEncies int Er SE in tcnn of gold. 

Fro1~ the point of viEw of thE TripartitE At:;rttmEnt 

the tratfi c i s doubly obnoxious by increasing at this tim£ 

thE 

• 
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thE flo\"/ of Gold from EuropE to the UnitEd statt s and by 

disloc .. ~l.nr; t hE ordinory mEthods of manogrmrnt a nd control . 

"'11rt E. An nttcn:pt has bE En madE to E:l tablish pro

hibitive it.:mrancE rates but hos foilEd 'bEcause uno:Jsocicted 

co:'t•>unics i n S"itzErland continuE to do businEss . ThE 

chi!>;>.:.n·, linE:l c :m not rEdUCE their frEi(;.'>lts to a lEVEl 

at \'tLic't tl.cy mit_ht c<':n;>EtE nit!. t:1r •n:'ba!llizr:l tr.a ila 

for .:'c ::1dva.nt.1~~. obl,c.inEd by t:1r orb~ tr::~gr io Equivalent 

to .1bc..ut ::; f'EilCE an ouncE and Yter.l ld not be off s Et if' 

sh1P!>ir.: frr i zht:: n£l'E r educEd t y so:r;. 
!n '.:::r. :;c circu.."lls tenets Hi:J MajEsty ' s GovErnmEnt havE no 

oo t ion but tc U!)proach t;"lE GovernMEnts of thE UnitEd St::.t£3 

and J>r::Mcc r:ith a rEquest t hat tl•Ey wjll t al<£ EffectivE 

n:Easurr:: to check this traffic . 

l o•U' . T.tere is nothing in any general international 

postal 0.:5rtr.~rnt which requires that the trai'fic should be 

nllovtcd to continuE . IntErnational postal convEntions 

El'ablt n:1y postoffic£ to accept :.;old , includinc gold coins, 

for tl'v.;:si t in closEd rEg1sttrccl letters or parcels acsum-

1ng that the country of d Estina tion is willing. But this 

is o:tly p rrn:1ssivr . In the Union of South Africa no such 

traffic 
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traffic is allowEd, In thE UnitEd Kingdom and India gold 

can only b E transmittEd throu$h th£ post to a valuE not &x

cetdi n3 pounds 5 , in Holland 50ld can only b E forwardtd 

by lllL\il by lictnsE of thE Fi nancE lt!inio try on t a ch occas,.on 

and licE~sEs art in practicE rcrustd. 

:r:E prEsEnt traffic would at unprofitablE 1f thE cold 

wert br'>!;El! into ;mall consignmEnts . 

I'i'IE , It 1:. undErstood thc.t thErE is a Frenco-JI.r..Erican 

postal convEntic,n da tEd thE 30 DLctr.!btr , 1935 , Vlhich 

ao.tthorizEs t :1E sEndtr to dEclarE only n part of thE valuE 

of t:\t zoods rltJ.ivtrtd by parcEl post . !lis MajEsty ' s 

GovErr.::~Ent cnn not, howEvEr, bEliEVE t hat thErE would b£ 

any SErious practical dif ficulty in suspEnding thE opera

tions or this rEgulation so far as rtlotts to g?ld , 

particularly havin(5 rtzard to thE dEclared policy of the 

Unittd Statts and l'rtnch Governments to support th£ 

Tri~artitE AgrEt~tnt , 

Six. i: is L;ajtsty 's Govcrn.~tnt art advisEd that a 

cessation of tht t r affic b etwEEn FrancE and thE United 

Statts would bE tffEctivE in s topping it completEly : 

should, howtvtr , it bt th£ cast that thE l''rtncb Govt rnmtnt 

considtr t~at it would b t dts i rablt for any other 

govErnmEnt 

• 
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govErnmEnt, such as thE Swiss GovErnmEnt to bE brought 

into nny nEw a rrangEmEnt His Uajesty •s GovErnment would, 

or coursE ! bE prEparEd to approach that govErnment 

rorth~¥1th . " 

\'1"'/C 

PEG 

KENNEDY 
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THt UN DER StCRETARYO~THE TRtASURY 

WASHINGTON 

March 27. 1939 

Dear HeiU')': 

I b&d a Ye ry .ueeeeeful Yieit in 1., York wi th 1raDk 
lent, who, I thlnl<, 1e p.lnc t o co•• f orward to110rrow rith 
eoiDet hlng tangible , cop)' of which I rill und to )'OU. 

Oeortrey Paroono of t he 11 .. York Herald 141 torial otatt, 
Art bur 9ul sburcer, and Or. lie n of the !lew York 'fiaH. I 
""' encloe1nc bereri t h ooae reeul te obtained f ro• Scrippo
Boward and RA7J10nd Cl..,per. I beline 1 t rill bear trui t 
and 1 will keep )'OU pooted on further d eYelopaen te. 

Hope you are hA•lng a good reot. 

The Bo110rable 

!he Secretar)' of the ~euur)'• 

~ ~ 4 I I 
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: -~ CLC~ICAL O!!m:!l 0:? EVE::TS 0!1 TAX.U'IOU: 

:'Z:i!!;JJ!"! 17th : On boerd special tr,.in, KAy \7eot , florida . President 
decle red no new taxeo ur e plnnned . Says confidence 
in in order . 

..,<rr;~·'!Y nrd: Secr etar y J.!or gentht\u bncl:a Un t ho Pres! dent ' s s t atement 
11 '1? r.ew t,xee, r'ld tNt rov181on to elillinete deterrents 
to business ." 

-· _-,·: r ... t~ : S~crc+ - r:· !!'lpkine nt De a L:.0 1nea nleees recovery eherul 
o f refor:. O~f~rs business coo~erntion pnd declPrea for 
•ne ~~ t~gs. P~A r~~vol of t~~ deterrents to ~~sineee .• 

• ~:J. .. r.::. :"·i:'1: Chair:;.pn Do:1:~ton 01-. t he :,,.ru rnd : ,.a:1e C~=!ttt-c issues 
sta": e::ent to the e!!cct tl"~'t S,.cr~~Ar: .. !!.,r~entht--·1• s 

••• '.C .. 8th: 

c~ ... te::.e:tt 7-"E.~ sqaP r e1y 1n line .,..1._h !::ia own views , p_nd 
1nv1 'od ::r easur:' to eoopernt<" w1 th tt.e :Zc..;ts e.r~~ !:e.c.ns 
C?l'l:"i ttee iir• ·ed 1Ptnly 1n ~ cocplete stud:' of the t o.'l< 
structure . 

I n n joint lett~r to Secret~ry ~:o rce., thnu , Sena tor l"-11 rri son 
~nd Rcprese~tative Douchton concur red in t he sent1~ente 
exoressed by the Prea1dont, S~cretory ~orgent~"'u ond 
s~cretrr;· ::-!opl<ins ~.J\d of''"r~d t h~ !-J.ll cooperution of tne 
Fi.n~nce C?=ittee rJ'\d t'>• \Tr;ra pnd : enn• Co=1ttee !n tllP 
.,rotp•J:> referu~ t~ by h1j'l l fiici·!• ?f tt.e A<lciniotr rtion. 

Sec:-et:-r.· . 'orgenthnu nc~Gowl~.::;ed the lett-=-=- o! Seneto r 
!ier:-iao1:. p_::d :te ,reePnt~tive Dou -1-tt~!l, ret>l:rlr..t; t hr t t~e 
!reosury would be cl~n t o ~rep~r• t~e de~i~ed !nforart!on 
cr.<! t'J .,..r,.sent lt. ~~ t.l• reanttct1ve c':.oitteQa t:t the ir 
convenience . 

Secret~~ !~rgenthru t?ld nresa confer ence th~~ t=x 
dp t a nas repdy !or !'lreae"ltct1on to the C:Ot:ltlitteen on t he 
Hill pt th• p r oper t!ce . 

First confer~nce between t he President , Secrcta17 ~~ r~cnthru • 
linder Secretar y r.(U\ee ~t the Wl\1 te llo·~ee . Te.-.: nrocr lllll 
~resented t o the Preo!dent , end nr r Angecents ~~de for 
ceetin;. on ~reb 9th wi t n SenAtor HArri son end ?.epreaent~tive 
Jere Cooper t o diBC\1 .. t he nrocr lltl with thell . 
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llarch 9th: At 2:00 P. II. S.cratar)' llor&t~lltbau, 171lder Secretar,- a... .. , 
s ..... wr llarrleOD, aD4 lepr .. utaUn Cooper -t wHb the 

Praald&llto ~ flrat three-qnartera of &a bour \be 

Praaident aliA Sellator llerrholl talked &'bout eco110.,, 

Sell&\or llerrleoa reco-all4ed. that the Preeid&llt aeod a 

aeaa&&e to ColiC"•... ~aUat; \bat a Joillt coaai Uaa be 

appoillted for \be purpoae of lllYeatiptllll t ba coat of 

I'IIIIDilll the lederal Oo•eruent. 'l'be Pru1d81lt -creed to 

atmd aucb a requeat. J'ball;r, \ ba nbJeot of the tou: 

pi'Q'bl• """ llppi'Q&ehed. !ba Praeldellt &eked S.Dator 
Barriaoll if be bad &llT COilcrete wucgeotlolla. S&ll&tor 

Barriaoll atated t hat ba bad llot be ill coaaunication with 

tbe !l'reaeUJ')', \bat be ••• DOt full tar ellOU&b wi tb the 

pi'Q\1• to aake wpac1flc aua .. uou, but that ba wu 

arudoua \o cooperate w1 th tba 1'r&&aur7 aD4 would rel7 

upon t hea to brlllf: to Concreos azJ:t wucgoaiiofta which atl]llt 

balp t he buaifteaa atructure. Tba Senator atated that tba 

oal¥ defllli h wcgeoUon be bad beard wu tba rwp&al ot tba 

exceaa profHa, capital atock, and t ba Ull41atr1'11uhd profita 

tax, &ad aubetltut1on t herefor of a flat corporat1oll tou:. 

1'be Preaident aaked the Senator 1t these changea were aada, 

wu 1t hi a op1aion that the au:e &aoUilt of ranllua would 

be collec ted troa corporatlolla u we are DOW collaotiat;, 

aliA tba S.na\or rwpl1e4 that be tboQ&ht that would be the 

cue. llr. Cooper aeeaed to be diaappoillted ill thia wae•
Uoll aDd ezpreued the belief that the 11et result of thia 

actioll would be to raha the corporate rate of tazatloll, 

t hat be did 11ot think 1 t 110uld be conatroed &a a pl&D to 

help buaia.... Downer, t he Pr .. 1dent aeamed &Dxloua to 

cloae t he coateraace &ad oiapl;r aaid that the !reuUJ')' would 

preaant f1surea oa th1a .u&geatioft and report back t o b1a 

the followlDt; lloll4q and ebortl;r t hereafter a110ther a eet1D& 

'IIOald be &rraD&ed w1 th t he au:a people pr .. ant. 

~ch 14th: Secretary llorce11tbau, Under Secretar,r Banea a&aill wa11t to 

the lb1 te Bou.. &lld laid before the Praa1dent the coapleh 

a~rudua which contained eaU•t•• of rnarsue on aaJor 

cb&ftpa aU««eated. !hie coaterallce wae prior t o the o,.. 

acheduled for llarch 15th with s.,..tor Barrieoll &D4 

Repraaaatat1Ya Cooper. At tbia ooaterance the Prealdeftt 

wpeat aoat ot the Uae t.lkilll a~t the Seeurltl• and 

lxchaD&a Act, t he d1ft1cult7 ot i llYeatlllC aone;r, and •er;r 

little tiaa oil the nbJect ot taxation. Ia eXPlained the 

•~rallAaa to bla, bow&Tar, and &bowed bow it waa poaaible 

\o cut out t ha .. taxu ud 4iatr11Nte the 'INrden eq'llita'bl7 

OYer the whole r&D&& ot eorporat1ona. Re 1utructe4 ua t o 

ba quiet and let hia do all the tal.kiat; when SeD&tor 

Barr1aoa &ll4 Bwpreaellt&t1•• Cooper appeared with ua oa the 

tollowiat; Aa¥· !'hie aaetlat; took place at 11 o'clock ill 

aol'lliat;, llareh 14th. 
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At tour o 1cloelc in the atterccon ot llarch l lith, the 
Proeidont hold a Prose eonterenco, at which time he 
rnereed tho etatemento made on llarch lJtb and 14th 
'b7 Senator llarltliT and Spealcll' Jlankhell4, etatin& tldlT 
that t ho tu diecuedone were coin« alOft& in an or4er1T 
wq and that he had 1111 •n&a&••ont on !larch 15th to 
dbcuu the tu eituation with roproeentaUns ot tho 
haasur7 an4 with Senator Harr1eon and Repre .. ntatho 
Cooper. 

We met with the Pruident at t ho White Houae. Preaont 
wore Seoret&rT llorsentbau, Under Secret&rT Ranee, 
S~~tor Barrieon and Repreeentati•• Cooper. At thie 
conference the Preeident ehowed to t ho Senator and 
Reproeentati•e Cooper, t or the tlret ti11e, the coaplete 
plan whi ch wo had presented to hi• on the corporate tax 
cball&ee• 'l'b.ie plan included 5 eaJor propooale: (1) repeal 
ot capital etock and exceao protl to ta.x .. : (2) r epeal ot 
the $2000 limitation on t he deduction of net capital 
loeseo t roa other inco•e; (J) allow a three-Tear C&rrTOTor 
ot net loeeee (includin& in net l oteeo the net capital 
loeeeo); (II) repeal the remainder of the preaent corpor.
tion income ta.x ( to be replaced bt new rate as in (5)) ; 
(5) chan&• tho flat rato on corporation• to a rata 
sufficient t o repl ace roTenuo loot abo••· Senator Harrieon 
wae TorT careful to reiterate the otatement which he made 
at our tlret conference on llarch 9th at the Wh1 te Bouee, 
in which he eald eorpbatleallT that he had ne• or d1aeuaeed 
e:n:r ot the .. propoaale with the i'reaeu.r}', that he had UTer 
heard t ho epecltic proposal• exee}>t thrau&b eo•e hlnh at 
tho seneral l i ne which be had r e&d i n t he ne•opapere. Be 
atated to tho President that he would be delighted to teko 
tbeae propooale and studt them and he felt that 1t was 
proper t hat eome mnbero ot hh co-lttee besln etudt on 
thea, Be aeked the Preeldent t or a COPT ot t he propooalt 
and wae told that one would be sent to hi• when the i'roaoury 
had made additional copiee. '1'he President aakod 
Seerot&rT llorpnthau to han &dd1 tlonal copioo prepared and 
send t hea to hi• at the Wh1 to Bouoo and that be -auld tolld 
th• do..a t o Soll&tor Barrteon and Reprooentatln Cooper. 
Photootatle eopiee wore Dade the oame afternoon and oont 
to the 1b1to Bouse tor trane•ioeion to t he Senator and 
Repr oeentatiTe Cooper. !boee photoet atie eopieo were not 
sent to the Senator and Bepreeontat1• • Cooper until lato 
on t ho attornnon o! !larch 22nd. 

Tho Prooldent hol d a Pre•• eontoronce, at which ti•• be 
etated that ho h&d eent a l etter to Senator Barrleon i n 
anewor to opecitlc WU&Sootion• made on tax re•leione b7 
t he Senator. Be criticised the Preoe tor the • aT in which 
thO)' had handled hio !ol'ller etate•ontl abot>t ta.x rerteion 

. i { 
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lla:'Ch 22M 
cooUaaedl pl -· Ia -r to We l'rno oollforeaco, a-tor 

llarr1eca PT8 ov.1 the tollowla& oU.t•oat t or rol-• 
to \ho .. l'llia& PIIPOI'Oo (loa aUachoA aiaoclftlph.) 

llarch 25thl S.aator l'arl'ieca uawero4 \he Pl' .. l4oa\ 1a lothr, which 
he ha4 nco1Yo4 l ah oa tho attenooa ot llarch 22acl which 
wu clato4 March 21at. 

!bat letter 7"11 r oaA to •• OYOI' t ha hlophoao \hla 
.. nU ... 

i 18 --
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•~dhingt~n , 0. c., 
F4r r&lo· 3'l e-.Jrni.ng p· p.lr 3 kt r ch ~~ . l9t9. 

n tu~:d•·t r ol u tlng t ·· t..-..x w.KJ iflcntl·m~ ' ntt c. lott.or tho Pr cai dl!nt hr d :sent 

t.to. ~cn11 t r Pl·t. Krrris•.n, Chuirar.n ·'If t.ho Fino.nC:f! Ca-ittf!to , Gtid : 

••i'lc , t.ho Prf.s i r!ont sent liP. the .ltt t.a pro~trO'J l.rt t ho Tri'ltSury Oepart.ont 

r 1 tbJ t · l ~ 1n,t; buelnt"Jso t hr?UKh thJ • c! 1fJc:.t.1 ~n . t· tJl lai nu.ti·:m Jf a ny pr..>vl .. 

~~ cl• '·\ n r • ur .:~stro t. ... c'P"!ro~. ln hb r..,ru h .J et.··w:t : 

"011 1 h ·,:svn t..., r"lpl;: th::t. -:;a s h:.J.l be ve l')' ~hI t .. ;wepc.rc 
tho!) in! rar s-t -:.n Y'·IJ .l..:!>i r <=:- • n ·! t · f)T·I"Itnt. lt. V" Y .ur 
r rlpoct. iv" c .-!tt~oo r t y Jur c nv~n1r ncc . 

,. ' t · ·:>Pt JC 1 . t u very w.ch y.ur r.xpr~oo~~s 1 n v! d ""31rtl t •-· C :J

:.fY r ' t.r in .:f f ,,c tu· ting tho j:IUt;:,.~a,:o w;h lch y · u t~t.' t<t S" 
uxc..,ll"n t l y in y nur l ut t.c r.' 

"at; • t.t.1tut!,
11 

t .::d· y 1s t.h~ $ t iJIIO : :.l' I hl.v•l pr dvi,)\Uii.Y oxpNGS~ . I r c1ter .t t e 

th.. t. h . l a ..,. ar r nftSt. '·nd e lneor u d<Jsir a t ..l c ..,.,por Ci t.ll 1n ttfi\.c t u.'1Ung the !lW"posea 

r coetM.J.¥ "'1\11 unc:to1 lTJ th_,s ., in hleh t.Ut.h·.rl tv 1n 1.hO ll'i.al.n1s t.r"ti .. ~n. 

"hh.h t.h!'! r~r:Jit_."n s i tw.tlon .,s t. JcU ent.o , u xJ .,t.tr cnm ®ace t.ic j1robl eas 

~ea- nn,_ e: W"!!£ C ; nd r .oqui!'iQ£ o-ur unit.ed crr· r t.o, c v e....nn 1t. of' ford tn hcve 

•lsun itrt~BJ l"'-a ~ng aursol vcs , and. •bin J 1ttcrenc.C~-a 1 rls c , C e ther cconoalc , 

r ;'Ut.lc ... l , they .ust be h.·u ·acnizod, w pr-oa•u·vo ~nJ p:r;;.ote the ge:Ae r&l 

t tho aM le c ~un trJ . " 
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,.£DERAL RESERVE BANK 

OF N EW YOR.K 

II( e) 

• ')0 _._ 

-~c:·orl"" CORRESPONDENCE 

~·noatx~~n~L~•~------
L. 1, .rtloke 

0 A TT I&J'th ., lta, 

SUBJECT• tiL .. IlOII_CO"U'f!IQR !liD 

a.-, oF •ouu. 

I call ed lr. Boltoa at Ua07 a,a, I told bt. tbo aanft 

bert wu ·nrt quiet, rather U1tle .. IlleS a 1ood deal le .. opUalnic 

than ,.uterda7• Boltoa uer1bed tho obaago to tho poun11Uy ot 

Poland puU1ng up a roll detlll .. 1t threateae4 by GeralD)', That Poland 

wu detenained aot t o subait to Oera11117 he had 1athered Yel')' det1aUel)' 

trora telephone oonye:raaUODI be bad b ad w1tb lar~aw. Loadoa wa1 

rather 11'U1 he continued, w1th not ncb bul1n e11 101D& oa, Moll& 

people were waitia& to 1ee What f'o iW tho Oo·uraact'• new policy wu 

goinc to h k o. leeaWhlle h e wa1 101nc alO!II 1hadil7, oonU11111D& 

his cold ahipatat l in order t o be prepared 1n cue or an •ezseaq, 

•I feel a 1reat deal of ll)'apatb)' w1tb yoa becau .. or the aonou1 

hou!Sa ot gol d de1etad1n1 upon yoa, • I pointed out that in IDoth er 

da;y or two the pre1at •IID1tnde or t he .C,yect wu likely to hne 

tXCIIded t he\ or lut leptlllbor. Tho tDI'DOTer in t be Loadon bullion 

aarket waa r110• £8001 000 to &?110,000 da11)'1 ""t t h o dilhoardiDI 101111 

on wun• t u b11 u t he paper• .ulcl lMd one to bellno. Pr1ntal)' 

ol'!led cold 1a Londoa, he 1De11ed, had. aow dropped to 117t,ooo,ooo 

but he would look into the tlpro and 11 •• • e -ethilll aore acaurate. 

Bia lhort dolla.r pol1t1oa, llhicb ~·n 'afore the CliMb cr1a11 bact 

been reduced to •la,ooo,ooo, bad aouatod ICaiD to --'!11111 Ulte 

$!0,000, 000 now, due to tho -t!aue4 1alee be bad bad to •aJc• to 

~rope• cetrll b8Dk1, pai'Ucalarl)' the Balli•• atd the Dlltclb, 1a 

their tffor\1 to aa11lta1a their o• carre«1e1 b)' •••• of dollar 
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FEDERAL RCSCRYE DAN.r( 

OF NEW YORK 

~""'r"" c ~RESPONDENCE 
IX)InD.-tUL nz.a 

L. w. !Dok:.::•----- • 

o. 'tc lutb •, 1••• 

SUEJJEG't; f&DaOII COIYiltUil'IOI 111ft 

a.au ~ •wo • 

aalu. Be wu tuiJia b1C 4ollal' aahl'lUel 1D April aad would han 

a word w1 th 111 before he wet into Ule aanet.. 'IUb th1D(a rotq ee 

til t1 were be ooul d not help but na a lbon clollu politloal lt tt 

&Ot t oo bl& ha would lell U to Ill (\!let. h 1 he would tell U l 1014) 0 

It 11e had 1Z17 fMUDI about the11' &lT1DJ the AH4ed dollar belaaoet 

to tbe Dutoh and the lelrlanl, would I plaua let bill lmow. Ka wa1 

M111& tt partl7 b acauaa ba Uloucht n would prater not to aat rol4 

u1de tn Bru11ah aad AllataH.M (ba ram•bared the t1ma 10ae 110nth1 

110, be 1ald, Olhm 4a Joac llld4-.l.7 adrlaed u s t hat ha bad _U'Ic .. 

tor ua $001000 1 000 in -""'''"- and be ••• baartnc t hat 1n alnd). I 

replied that DobedT bara had -lilted on ble dollu aalaa to t he 

~tcb and Belahna llat I -ted b111 to mow t h at •• ••ra sotuallJ' 

tut ng 10111 aold uder -U'Ic 1n BI'QIIell aad Allnal'd• a1tholllh 

•• were, ot CCNree, allflll's UTaDCilll tor lt• llbipeent et t he aullen 

poutble opport1111it7• 
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EG 

sccrct~r~ of St~tc , 

W~o:11n3ton . 

411, t~rch 18, 6 p .n . 

PLAIN 

London 

D~tcd Ma rch 28, 1939 

Rcc 1d 3 :30 p . m. 

FQ,; '1'?::ASURY .?RO!: ".oTTE;{ /C!:~ . 

>:he cit;r continue::: apprc!'lE!"sivc and nnxiously 

:m::liti.~:i ::. :; tntc~cnt of po:~itiVE policy b~ the Britioh 

Govcrl".::.\Ent . The rcfuoal of the Prir.l£ Miniotcr to r.l:ll:e 

ouch a o ~:-.tcmcnt in the House of Cor.l!'Ons this afternoon 

o.u~cntcd t he unea siness particula rly oincc rw"ors a rE 

current of dioacnsion ni thin the Cabin£ t . Consequent

ly the London Stock E;:chnn~c u::.o \IE:lk t oduy c.nd Briti:~h 

Govcrn:Jcnt s ecurities were :~pccially ucak, n:>r loa:-1 , 

for t>;O::l)l£, 1osin3 ',/Ell over :-. point to close a t 95!. 

In thio connc ction it n:>y bE ;1orth rr.co.llinG that even 

durinG the Scptcu bEr crisi:~ a. n inimum pricE of 93 nao 

set for l'lnr lo~n . Furth£: rmorE "lith money in dc m.:~nd the 

bill r o tc t.tovcd up to 7/8. 

The f ort1Q1 cxch:mGE mn.rkct r1::.3 not particularly 

active but the Oritish control c~vc support to thE 

pound b;r :~c111~ :> aco.l.l ru:1ount of dolla r:J . Of the 

131 

122 

• 
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- 2- '.'•U'. , ;:~.rch 18, 6 P•"·' • frou London 

131 b~.r:1 ooltl. :1t fixi~ 63 \'ltrE :X~rr1Ed :md thE 

rE~t:tinl~CI' •:.ere: :.u!Jplicd by thE Bri ti:::h fund . The 

dE.:l~nd .f'o1• ~olu w:1a of such dincnsions tho. t thE 

g old :;~.<l • o be pro- rctcd on o.bout :-. 30 pErcent 

b:loio. 

KEID'ED:C 

HPD 

123 
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P.ARJ.PIIIWJI OJ' f!Q.ItJIAV RJ:OIIVED 

JROJh uer1oan .:.baeey, Paris, J'ranoe 

D.lTI: Karch 2S, 1939, 5 p.m. 

BO.: 586 

: 24 

JROJI COCHR.lN • 

Kore pessimistio sentiment on continental exchange 

centers today. Support hae had to be given to their 

currencies by the monetary authorities in Switzerland, 

t he Nether lands and Belgiua, However, the French franc 

was strong enough today against sterling to permit the French 

control to acquire s011e pounds, There was a decline in 

French rentes and shares. There is naturally concern 

on t he part of Paris operators as to what reply to 

the speech of Kuseol1ni will be made by Daladier tOJDorrow 

BTening, 

In J'rench financial circles it is regretted that it 

is neoeaaa.ry to put out so aruoh for war expenditure , but 

t hey think that Reynaud will be able to effect certain 

economic refol'IIB that he could not otherwise have accospliahed 

now that he has the special authority for defense of the 

country, 

The nn Ger-.n financing system invol•ing tax re

ceipte is branded as inflation in the J'rench press, which 

points to ita depressing effect on the Gersan markets. 

In .t.pril , Rowe-Dutton, Jinanoial Oo\Uieelor of the 

Britie.b. 
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sr1 tteb labaaay hera, '111.11 return to tbe BrU1ah Treasury, 

and JlorUD Young, who is now in the Treasury, will bacoae 

tbe new Financial Oounaalor. 

BULL I!'!'. 

U:Lft 
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v.,.,v? i.,_ • • ·r.: :~G (.:;o:i~UCt;:._i, bY 
~,;~!.;_n ... ~:;t~-Tr.nY HJ.lh .. S) 

.!&.rcn ~8, 1'139 . 
:) : 3J b . U . 

.. ~e.~c:.t.t : 

.h =~ . : 

r\i :".• •. : 

G ~t r : 

Wr . HE ne,s 
l!~r. ..cReynol cis 
1dr • Grt.ves 
.Jr . v ts t on 
.... r . oohJ. t e 
tA r . Locnhe"ci 
.. tr . Foley 
~r . Bell 
:Jr . Luffi;,l<i 

'""'·b .. :-t. , )~U got t nytnine new tnis corning? 

.. -. . but 1 t seem:. t .J tt" t hi:; do:cis1o:r: o f the 
... u,>~t:nE> ~~ur,t •~-'"> 0ur sitt;~ ti .:m loo& l'r .,tty 
,o~~ on t a t o.Jn ... s , t nu I wrs wo!lcering .••. 

1 1 ru ::onotr ing ,;hi· t t he e ft'ect of th~ t ::ill l:>e 
on t he ::.Jn,.:rlss? •·lll t.ut-y sa) , 11 ./e aonl t need 
' bill . ,;f: u.;u ' t. tu .. v~ t o c.oJ on r .;corv ''? 

0f ~aurs~ , WI ~~ ne .. ~ L ~ill , b~CLUSI we ' ll be 
1..1 "'~ t.:bt ~ ~ t.u :;n, t \.h(; r <.n l .l nten t of ..:on[; r es:; 
~s ~.; ;;. ;. t~;. .. \'- t ... _J; ~r !:i4.- l ... :-!.e~, e-~u I shoulo th!ru< 
tv tn c1 .~s .:> f tht. bill t ~ it st1 n ds would need t o 
be pr.ssc~J , w:.ulvt. ' t :, .JU, t-.;1 

o t,.;sol-.tt.cl~ . 

~n~ t nt .:>tner thin~ I .. ts w~ndering .r s lf .ve 
coular. ' t t·evi ve t he secu r1 t i Es t tling r.o., s ince 
the ::holt g!"oun..l .:>f consti tut ior.al ob ject1 =>n 
n< s beer• s .. ept '-'·LY· Th.,re i s no g roUT•- to st~nd 
v l• tnen <cny ::or e . The vourt m.s msoe i t very 
pl: :!.n thl> t ~11 tht t is necess&ry is an e-,uitt: blt. 
s t :. t ute . I s no uld thin.t '·'" might h e vE so:ne ell~ nee 
n<>•:. o f getting ~ s t~otute thro ugh on t he secl.:r i t it'S · 

... d , l s t hLr£ tnY po3sibility of lcgi sh tion d esi gned 
to t t x ~ut~L~.nalnll ls~ue~ on th" basi s of L v~ ry 
sli,;ht gr ::dut• tion into the f u ture, so thL t f t the 
ena of , l et us sty , t"n yehrs t hey 're a ll fu lly 

tax~a? 

• nct· t. 1 s never been t:ny const1tut 1onD l r eE.son .1by 

• 
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··ou c"n 1 t t c: x .;,ut st~:<rullng s ~: curl tie s, but it' s 
~ .. en f ? r mor -. 1 r e~ sons , bccLu.;e t hes t veoplt bvuch t 
~h..- J b.t.i5r t i :.ms d th til& unuer s t t·l.<ilng tha t U1ey 
.. ~rt. EXtutpt frOtO l ncom~; t txo.;s . ue in the LegEt l 
uiVJ.Si,,ll h~Ve th0Ul}llt tn ~ ~ i t WLSnl t t he ,n•oper 
tnlng t o do . 

J. thir~-t ttu. t ' ~ 'luit€ r it;h t . 

':at;: so-~:: llcu ult. ..,..., r~!: r. , t.rt.;Hl c;ht u.:) ... ·i:, bt ck in 
t"'~ t..,tntit-S, yrov lut:- t • tt.:tnod fo r tc.-.int; .)uts t t.JtU

ln,: "ec1.. r lth!' by tnduu i nt: t ht inco::~e in the t bX 
\.:1 , ., ; yvu lr . .::4uJe tn:..t in.::v.-e in deter::~ining the 
~ • .> :..r:t o : .;urt<.x tnd you t<.te ~t off t ue t o,., r~other 
\. .. :.n vf1 t tl< b .> t t>:.> . 

J. t:..; , t!l~ t - bu~ ev~n tn:.. t. t.s :::0 rt- drr-sti c t :u n Wf ol t 
I a: ... .i!'1 :::~in.t . ~ n' .• ln 1.in .. :i .._ ver: g r r...-u: 1 t t x, 
't-e..:t ~;.:~ the ar,.:ur.tt.·nt.~ b~ Jt:(! n :J~ rc-li t :; *'nl e:thics 
: r' ~ u;.;::-l.:, t l '· l ~ cr~: t l..t:· l •f thei r forct if 
, u • t<' ~\.!.• lt )Ut , vtr I ,Jt.ri.>J ..> f f iV< >r tl.!ll 

~(Hr.; _. • t1..1, I S tl •UL • .~ :;;: ) , . r v1 o.. b.~-:. lvsi: t.li t.nei r 
l•.ll"C- t.. . lJu t .. tn .. ,,,, n ... ~;a·J.J I[ .,at;.\.Ot..r ::wuet11.:.t1t t.)f 
\,u \. t. .. i_.~l .ai.t n 1,; U v L. bt. con~ Lue rtu .. au ... ~!~I!}Ul ' t r..uum 
.JI."~.~~ ~~t~.- t. .J St..~ .lu. t c~ n b"' u.Jr.L vn t h t,t ·vc. ;:;is . 

" lll , 1 1 1 - l•, v.r·. glt\.1 \.1) O.J i t . It ' s r~ ... slht. 
l"'t;. l~j j .i tt S ~t:~l.> '- Ut'~ t l .:>n ~J f :l.Jli~~ 1 i i. .t\!V1!i 

t.,• ~ ... t . 

i J :- ..... ~ _tkt tt ert .ut l ~r. u,ttl, t:1~n L£ .1 s::;, tnt 

_.,,.:_ Lt' :. r ,:\.4_.er~.t- - t.n-= .;ultf :-t:: s,:,u_ tlt :.! . .. .. u t 
i. :- :...._,_ nt.~ i - ~ :t'-' 'l : !,3 s uch ... r ..,..:c. .... t.:.rt: , ... NOI.llv ~t J , 
,. .) ~J..'"" l .J:::;'"" :. .. ..1. t.1 ... 1r f..l'!"~e . I tntr ... < !.'t :::\)~,.~1 ... Lt 

.. e···· r~~t..ri t.t .... , ~t. ~J th~~.r ;..>r . :, 1 tnL t tnt- ~;ttti..:.j t !'ll..t 

JU •• d .• ict _ t tne t..Xe-... t..i ... 'n J f t tu-t t ::- .·. ·- 1 -!~ ... . ·t:-t !" ~r 
; ... L. _ trcl\!~. it ~u ... OVt.:I' : ;·t.r ~ ~C: J f fiVE' cir lt n 
., v r s , t' eCL.USt t nfr(. l r e ;._ & r e~ t .:..c.l . ..Y ... ~"~,.he :- r:l\. thou.s 
' l' t;.;.:~tl '-#11 .. 1.:cn lnvt.>lV~ tht suut t .. arllclt .Jr o:n l OJ t.. -
'"itncr i. .. .J- l t ~t v r n t tur: J. unucn· ~t.tnuillf.. t at t tncr~ 
, ... :nolur. ' t L~ ur: ltt<.!l' o,.t.~t:; e: ud ye t ti.:lt: t.-l1u time cr;t in 
in tli :. t v ry t n:. t n .. J bttn vloh •t cJ ei tno r thr vU{;h 
~t'·' ~iun or ~th•.r l.lt. usur~s ·:~hich the J.d .tlnl :; ~N t i on 
n:..~.; t: r~en 1 v r tne "" OVlrruaent nas t t ~en1 ,·,hfcn cur
t <· i ls t ne n~ t inco::w o.r i sint: from u ;Jf r tic~.:-sr t y; e 

~r :.nvcsta:ent • 
.. .,1:, ci<.rry, :. -' irect :.tt:.c.t ~ni t, i t see:ns to t~e , 
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is very different from l.n indirect lott~:ck . You ' ve 
got not only a n understt•nding but explicit stLtements 
in your public debt circul:..rs saying that "the 
interest on these securities is exempt from a ll 
t~xation , r eder!..l , s t e te unci l ocal." I t • s 4 ui te 
:;,Jecific in the d ebt circulu r s . 

J.t 1 s & contnct . You •a be ubr oguting your con
tr>-c t s . 

nell, you've Lbr :lC::!.. tea CJntrcct$ bef~re - sovereign 

,>.Ju·t:r . 

• d u Lib1; il toe~ ' " h1 Vt. .tucn :aorc o f f chis tha n 
~hey hau ...• 

••. in 'oe golu c :..ses . 

In tll;, ;;ol" ct Se!> . 

5t• iu t ney n t.u h e l l> l.n, but coulun ' t enforce it . 

.. e ll, I ' m not s...> sure - th~y diJn 1 t l os<: &nything; 
tl1tY s till got Jol lc r ill curr ency which 
~ur~nc sE;s .•.. 

nnd t ue oo:lent you .,ut it un th~ t b~ sis } ou mi ch t 
fine. tne~· uon 1 t l o9C tnytnint: fro:n incr~::.. st:cl t txL 
t ion . 'lile ;:lO::lent y.>ug e t &W£Y- ! 1

:t! not l CYOCi tine 
it w1 thout <. n e xc .. Bint. tion, but I thin.: tar. t t r. r e t ty 
::onvit~cirol; c cse might be cede out ,;bleb lfould l ook 
..,ui1;e different - 11 nich .. .-oulc e& ><e the ;>r o.>ost 1 
l ook very diffe rent thl.n it loo.ts t. t first blush, 
i f 1 t :. er e ex&oineo from t he point of vie·• of ~; tnics 
~nd justice l"t ther tncn leE~<li tY ;o nd if it nere 
r.,•)lr o<. cheo from the point o f vi e~< of ;, very gradut>l 

r educ tion. 

I t ake it tha t wo u ld put the United Sta tes " overn
ment in a differ ent poni t1on than 1 t would put the 
s t< tes e nd loc~l uovernments . They would h ave no 
right t o oo t hnt, would they? 'rhey ' o m•ve no right 

t o < b1·og::. te c. c ontrL..: t . 

un ... er the ir cuns tituti :> n they c£on 1 t. lie c~>n . !t ' s 
not bino1ng on us; i t' .J ~lndin& on them. In our 
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~Jns titution tne prov isio n i s binding on the 
s tati!S, but not binding on the t:ongress in so 
f:.r t.s the <> brogl t lon of contr~c ts . 

::.o ~hty ' u be 111 1.. d iffe r en t posi tion . 

129 

J. tain« tht. t 1 ~ right. You se iu ciidn ' t tne> a r u .v 
• ul ,;tinction . 'lhu st.mtl r " ::.soning, ~<.nny, wt. s 
UOI:ll b) ta~; v ;)Ul't )' ":>tero:y in SO f a r tS salvries 
· r e c)ncern~u 1.n cou ta bv t. v~liea t o income on 
o.>:.u~ . ..nih. t:a~y ulun • t .:ono. right out t<nd go 
~> 11 tn .. w1 y in !:o i' t r : s inc.>me on t-onds ts con
.:ernell , tne a r iUO"n"" o. n: pr .. tt;.; much thE: stme . 
·· n-=> St h. tm. t t. tt >. 0 1. inco:ne - :~o , :1ot income -
t. t LY. ;>n !:: l e ry or o t.lwr cvo,Jens~o ti.>n i s not & 

t t.:: .>r tne : ns truncr.t! ltt) its<:: lf, so t h1.t ... oulJ 
1.;,1l:i, it seec:s t o _e , b.:. th t o ~~.t::. ries t>s m:l l t.s 
"t .> i n.:on.e .>n t,onJS . 

Put .. nen you t t.x t n e bo nus of ' s t~ te o r· r ' municl
~::.lity , ar ~:n ' t you t~~> ttlng t..vi'ully close to t cxing 
the JOunici ;>:·ll ty or t. h<. stt. t e? 

You C:c n 't t • x th'-' bonu:i , you t : x toe income . 

Yo u t~X t cle in~o.3e in the ht nus of 1c priva t e 

~oolaer . 

Th< t 1 s •u~ t tn"Y we r t d oinG in ..1> rbury vs . :.lL ti i son, 
•eren' t t :1ey'! .. ~ s 1 t t t : >. on the b~ ,...;; or on the 
;: i :·ct.l;:.t:i on :>f toe DLn«? 

... t 'ft : s c. t '-x v ll t<lC l:a.n« 1t.:;el1', r ignt on to<; b> Mi 
tn:- t i s , Ef t """· LJ t.u-.. ..~ttt.e. .;,na FeuerclinstrUJ:lt;O

t:.li t;r, r ight: ..;~> ille \nn.t it~t.lf . 

.. ell , 1 -.:ian ' t ~.e<n t o lnJ,;ct tnis a i scuss i on . 

l t 1 s &n intt:-.,:;tinl:l discussion . 

Jus t tnougnt i t ;night be worth looking into . 

.1. Jus t ~~nted t o <S«- I noticed in t he pvper j us t 

u s u::lm<. rY " f t:ne deci:;lvn. 

J. t • ;; in r ull in t.nf. Pos t tb.l s :nornine • 
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rr;;n.-tfar ter , I thought , d r e ,·:;; ne,; d istinction . 

~ r< , _,rurt~:r wro t t: 
"i"l;, 11< s t na t ? 

S<-jl<• r 1. tu c oncurring opinion . 

r tu~n.< Frc.n:.tfurt .. r Nt.3 c. li ttle: morE t o t h E: left 
Jf t l1e ,,,, ~ ~rll; .:.f iht: Cvur t ; he ::oulu ht- VE: t;ont: 
l' !'l\ld' th~n t no: lllloj ortt.> ".:n t , <n u h E Vl;, n t ea t o 
t t:~~ C r tt nls LJ~t~ . dE St l u it WLS S LCh l tl lm~0r
ti.!.t u.e~..: i ,:,iJ,. , \.)V c;:rt.~.~r.J . ; l n~ t e; , ... 0.\ th .Jn tf'1e pt. rt o f 
L U -.; ... Jt...rt v f t. th~ l;.. .. w .... \.t' tn~ - ~..!ullOCh V~ . :.ttrylt r.u 
~ .:c .J:.:, l.;. .:.tt : •• l .,)L4, tnc-.t .. ~ t.,~H .... i• · t tne :n ... lvlc..uLo l 
•t;-U\..~.j )f tuc ....... ul· t· vU.t,.at t o in.v.ilt!<:. t~ tn~ir o .. n 

_ ...... ~,.) .. -> t.v t ut. r ~c..~.Ju:.. MtY tnt.! ..:..,w·t .·. t..s t:nt..n~ iue 
.:.t.o.. _~ .i..>r .... c..:i.i.i JJ.~ iu rt;S ... t..!\. v f tb!. !# .:l;...t te i" rnd 
.:..>~~n;.. to ~n ; ntlt•, l; d i fft.!'• llt e.:mclusl on tnt n t:~e 
v ... rt 1-.:..; ~vt.r rt\.!neu . 

- t'; , t .. lt.j .J ve rrult:u tX: r\-!t~ly ..;.:.lb:.c"!.~)r v::. . vt.: 1 

,-.rl.L.\..":1 IH s t.ht -• ... ,:.....:nu .. ct· .. s - wtli...:u wt s thE. c; se 
. i..JJ..~ .... uf.. t.n~ t tn ... r ~;.:"•.._t~t.i. vv vv rnnt.nt a i tJn ' t nt~vc tne 

.;l.l" l' t J c , X CUt;. s:.l~ 1')' U l : ,j! SSaO::IIUSetts ju<.Jge . 
· ... u:,; v>.i) re:s!.ly nv~ rrult ... . \ozcr= Vs . Gr( v es , whlcn 
,;l s t n<. ~ r tit: .lv l ullib t tl \ • t th( ci t.~ t .;; 01 !:c;, l.>Jrk rwd 
r. J 1 )::er t .) t < x tho :;Lh !' )' o f &a t: v ener • l '-OUn sel 
0f tilt ~--'~n~~t.~ r\t-tL·.·,t ~ .... or ,Jvr t tt...u . , .. 1.ich ms wuolly 
J ., neu cy toe r euer;.l v :~vtrnMent . 1oer ·,:l p"tl tc .ost 
t :..:> <ie~is!.m :> ri11ut .>ff tn., bo .. h)lt3 } est.,ruc-y , : nu 
t:. ey also c ut d o.•r. t o ~~· turct. o~a~r V<'r r i:r., o rtu:t 
.;; :.se.s . 

h(. t I ~ ... ~ ::::mctcr.:.:.); - diu 
t ... 1:-.u.iC<l t:c c..nr tll.)i..r.t, a l. .n 
L1..:u~t fro.:~ t;on(,;.!;? 

tr; .. _-:r:~ t~;::o ;;0 :..o :~""- r 
::tlr,.., L.COUt. t c-Aint; t rlfj 

: s 

•" - , r:.el. t.th:~·T t -..'IlG ~..:>r r rt..nl~furttr not· ?lt-~ tt, &11 
.. rit i L.g n~.jo t·itj ~p lu l .. ns Jr vo tintl •.1th U1 "'~ JOr1t)' 1 

.;c i t... c.rt)tu inb: l;~u t St;\."\..r1.ties; but t.tonf.: ..:1~ S\Y 
tn~ t . Jn~ t. the : ,~ J j l.·l t y 1.1 •. .: St.l !.::~ .:r-sn 

1 
t .:olJ incc 

cl.1.~!'c~;.· t.o ., f, h . rl.,.J but it 1. 1.o;lleu t.:> (.11 c om.,.cn~" 
tlH• · i; _,, , tn•t ' s tJ.n,.,:,o t broHI e noubn t v l ncludt1 
... O J .... ~ • 

I t;..;,~;,~ t o L ..>u j t .:.ts.m > esteruay a i'tLrno.m, ~ nJ Bob 
.;riu ta;. t in !ll.S o,•Lni .:>ll tn" vvur t aiun ' t S &Y { nythl!lJ! 
.Ii t't<.:t.l)' b t!<. rit~g ;>t. thL incom" f r o!:! s~ct.r it ies , b~t 
nt tn..~ugnt t a G. t. tut:! r\." s:.n Nc..S l-J.c..lo6ous t.. n'"' he 
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thought that the ~our t wos Just builair~ it up 
yesterday so tha t when the next c~se c ame a l ong 
a tttcKlng legislation pr ovialng f or t axing i ncome 
on bona~ , that it would be t.ble to sustain it . 

~et me ask this 4 ues t 1Jn, o~ nny . In the l <st bonds 
tna t were issuea, ooes th~re e p~ear on the face of 
tn~: bond toe USU!tl sta t ement tha t " these bond s b r e 
e xe.ll_, t from t &xl. tion''? 

( i\J us yes) 

Now then, I ' m wonuerir.g ·.mo:the r tnP t isn • t inc luoea 
mtr~ly ~s a st~tement of f re t <no wuether you c un 
interpret thEt s t Ltement o f f ac t &s an ttnic~l 
j)romise . You' r c~ so. lr~ tlll•t tnesE bon:is urt now 
.xe:.,>t from t rx<' tion ; tnst ' s tnf- la ,., . J:>ut )·ou 're 
not seying tha t th1. ..:rer sw·y or tna t vongr ess is 
tn~reby ty ing i t s ht•nlls fru.:l evc.r modif~· ing th> t 
1< 'II . You a r e mere ly Ql~;kinll ' stL tec~ent of f t· ct, 
infor mi ng the ,_l t·osp~;ctive ,,urCo\aser t hat i t ,u,s ~o n 
!lduitionu l attr~. c tiv,; febture in thHt the l ew at 
present t> Y.6!llj)tS theStl bonds fro1.1 tc.x~; tion . " 11Gthor 
> o u c1m cons true th<~ t e tnicully as c ;c!.nd of contrt ct 
v.uich deserve s n~vcr huvine; ' l • 71 passed - if th: t 
.~e re so, ) Ou w-.> ulll Ll Na) S b<. tying the n:. nas of t he 
uo vcrn:n.ent, be cc1.i!H:. yvu nt:Vtr nt.ve the lG.·,;- vass ed so 
l vng ~s tna t stt..t~..nt; .. . L e)..i.;t.::) i.r. bJnJs , c n..- tb.t t 
s t b to:mer.t exis t s in l <.~ndS unttl 1 ou . a~ ve the lbW 
;>t.~s~;a . You 1 r e .; t.r:. v.~lr*- :,- ... ur ~.;;lf • 

.. elJ. , it ' s l. cur.tr;..:t t o thf ,{1 tur i t y of tne bond, 
a n ... w., 1 ve g;:>t " ;> ~eceuent thE. t i f ,,e H:nt t o res~rve 
Lny r:.gllts , .;e do t t.t.t. in the b!>ncs . 

Yes , but ag:dn I s a y thbt ~o t ong &S ;ou .:ut omo tically 
lncluae t 11a t s t .s tec.ent i n t:V~ry b J na you issue \~) 
e nd (bJ so long <JS you t ake tnt~ f :~ ct of such lncl usi :>n 
as " n import.:nt justific~ tlon for not a lte ring the 
legisla tion the n I 51./ yo u neve r can u l t .. r the 
l.;gisl~o tion: which l i mits tne sovc:reignty more 
subst~ontiully tha n 1 t hlnk on e thicsl grounds would 
be justified . 

But Joan, I didn • t weon t o get i nto thls discussion, 
but I thinA it n~os t cert61n slgnific~nce, might be 
.'lorth some .<ind of a joint pt. per t> round to s ee wha t 
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it l o;>.<s lid:e ~:.fter He g6t i t do~m . 

rlorry, s o long as t <t<. bonds a re not issued in 
,er petuity, .i: avn• t t niM )"ou ' v c go t very much 
br gument • 

..... ~s &rgument . But Ult f ortunately, a nothe r bond 
r el) ll..ces . t nem, . s o , f or :. U lnt.,nts s n<.i purposes , 
loo.<i n.; :Lnto t n e: futut' ~ , s ince lt l ooKs < s thougn 
;,)Ul' ue!icl t s :.r t. go lnt. to \: ;>r.tlnue .. . . 

.i.f Y" U r e-pli,ce it .vi ta t no ther bond, ;:ou •v e eo t a 
Itt .• ·• contr~::t tmm. 

~ .>ur tu.;u;;nt i s , you o i gllt p<•ss tne lc;;, LiJ i'l:, it 
t.> .u~ ne>·. bmds til. t. are lsnu6o . 

~h~re ~s c.. n J tnt..r ~..o.t....:lsl ... !1 t.. t. 1.. oJill be : oa:nc: eo. lone 
:. t tal;; t ee:-::t ::> f th~ c~ur t th:- t be~ r s o t. t:te gener &l 
~ubJE:~ t .. .. n h :n Wluvubtc.~lJ, ln vl~ :: of 11m.t ·::1 s sv i <i 
;,<.Jt~o r,,< ,, ~<ilt b<.. i tt f Lvor of t :.xl ng income, ~c nd 
tm. t t~ t ne. '·· ,><><. 1. tn1 t l:l bf:f,n·e 1.ne Court no;1 from 
tm. """ls i.:m of th<. Cli'C-lt Cow·t o f' A:;;pe~cls o ut in 
Lne U1J:.n: , tlebr<o:;.u , t•.:e;i..Jn , n·~lcillb uncvn s tltutlontol 

;.o s t' tut" L.1p;,sinc; t t &x :m tne S~>hry :>f r FedH&l 
Ju..~6 e . No;, , to .. re .1.s no d,mbt ln rr.y ~inJ t hr t this 
CJ urt .-iU. o ve rrul" ~ne V\l:'C. c~se , :mien i s tnc 
,.H"&ceaent f o r t nc dt..: .:.. s l on t mt i s on &,;pe:c l to t ne 
v JUI'"t n.>u' . 

IJU.t. .i t.!lroA \JC.t t 1ll:t ,>..>:;e:)lb~c Sl,.,{;f..t: Sti~n f or cot.SlJC.r&
tl .. H1 • tilG. t in tu~ taext bon~.; tn~: t. r.re is.:;~£0. cons1C:.e:ro.
tl .J11 .:J!.j;ht ce :;tv<.n t;> le• vinl;l th~ t st. t em.,n t ::ith 
rt.3;Je~ t t v exe:JJ tivn ft'v;l L ~xt. ti ~n o ff . '.1 .1.:) st i ll 
.:vulv \;e ~oxe•a,. t, but i~ Noul u .11 Vf. :c s lig•ttl;, dif
ft r t nt color i! i t ~cren ' t ~~ .. ci fi•d · 

::ot.lun ' t be E<xerop t if not ~o s pecifi ed . 

..t:ove to be speclf' iea on tue bond . 

Yo u ' d n& ve " slightly different interest t'L t~ on 
tn~, t . 

ies, but ~. s I s <y , Jus t ly so, justly so be~~use of 
the ,Jossibil1ti~s , if ) OU n~ve t ht: t in oino . 
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:.: i gnt just r.s well b e c~;uJio if yo u 're goin.; to do 
t•l~>t , Ht.rry , ~: nd juJt si.n,: ly , ut out your issue 
subject t o fede r~i t &x~ tion ~n~ stc t e t ax& t ion, 
·.vnico you couio eo~s11y uo . 

J;en , the t flou l d u..: & VI. tJ better . 

3"1 .. r.;rthLr ob st>rw· tl>n, W<llch l s r rth e r lrt·l:'lev~nt 
t • ~-l~ .iscu •• i.n ... r. t~o ,. u; but is I"Clev&nt t ;> tne 
.. £-..:isi-I. ta~t. ,·,~~ m~uE . It i l.,}er -~n t .:l !:lE thrt 
trir:A i"ur;,.e r';:; .:ltcisl~n- i r t::.\.o it. ve :-:, c~rs .J rily 
~ :: ~>.t. :-c-el., llo~:> r-ttrlt r r toe r tcs,:,n YJU ( r o ley) 
~r !c. , ~ i s> f .> r ~ ra tner >nc . tn; t i t ;.>1-.ces so .:~uch 
_..._~- t .... ;; :l.~:, _: S .Jr. ,t>!" \.:Cc""trot. '-'Oe S r. 1 t n~ St- y thr t. 
;.nl - f t :-1~ ..:..:.rr :.cul t.4~.. .. liC...;, t-.~...cn t u=- t 1~ .. -ye :- .; nc v..: 
t..ivt;n S.) uu~n ~,.. .:. t:,nt.. t..> y;.;~t .... '""..:!. ~ :...,r..s <::.ll~ .1, ve r.ot 
t>.r .::.!.r.~.! tne ...... ;,Hl!>tl t •.1 tl H , .. n~.-.· in e ' c11 i .:l;.>.) rt.t- n t 
..;f Sf:·. 

He s< i " t l:., ..; c·urt f <J r ._ nur.ur"" )'d•rS -:> n thls sub
; e .:t m;: OE:'"n .:.nt .. l' 1Jrc•tlnt: ir.terpr ., t o tLms b> the 

l.; ;:. ur t r~ t:u . r ill<~n int~l· 1Jt•• tint; tne Cor.stitut t <Jn . 
I n 0 th~r · o~-~ , tncy nL V~ 1 l.n ··~ be.-n ,;oin;; b1 cl< 
t v ... c.:c.-i..lu\.!h v.; . :dt- t·~·l~ nv tn ... tnc e;: ro .:th of 1~·.·. 
til~ t ttlEc ..:~ ut· t ul v~ol ..> ,~.o-.~ in e J. tcm.lng th~ imr.mnl i y 
tJ..>C: trin -2 ; • n .. tnt:jo. lo\ Vth ' t g~~r.t 0:- CA i·H<i conslcit!reu 
ttl<: t hir.g ~ ~. i r. t11t. ll~;rtt 0 1' t11~o ~c tu; l '"r~:; 
ir: the ..:..,n<;tll.l.tlon; ur.u t.l., .,ntl:-t i c::.1..,"lit;; t .. ".)r y 
:!.s- i :trJlit .... , nvt ~A,~rc ... s.~~ tny· .. nere. . 

-~ts .n:ole line. ol ... ~.c:<;lOos l: r t.. ~ut of .. i ctu.':l , 
-t.:m1 t lt? 

.tFs it .!re ., .)Ut ::>f t nc 1 rticul· ::- ,.Ji.;tu:n t .u<- t tue ' ~ . p-> c r to t i X .ILS tile ,.J)ol i' t o destroy , :.hlcn iS 
l o•.>se l!'oJl6li~gE: tna .u s b .. .: n t, tste<.l to oe1 n ?O"lct nine 
t.tt ..;.,urt nevo;r int .. mie.J t.nc. Lf nlUb~e t., i.a ,>.I.Y . 

"'" ~~n:. ll ' ::. s t~. te:Jl nt. tru t "tnt po . .-er t o t : x is tne 
.. .> .>o..r to J " s troy" tt:.!o ~ ll·.,ctl..i 1 ;Jj> l i c< b~e to tut t 
~ : r t , bee~ us!! i n tut t c1!le tc :. t:s an ef t or t to 
..: ~3 tr .:Jy . 

"'\.. .• r.::; <- ~ tc. t~ lt:o_1.~ ~b t ... r~ tee >:lP..S Jircctly esn 
im!tru.no;ntt.l i t;, .Jf tuo; Feutrbl w.)Vcrnm .. n t . 
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It .1~.3 tne inten t t o d es troy . 

... lit t w~o.y l ies r t vvlut1vr.1 rt-t:.li.y , uooc ~.ousa tue 
11ext tning yvu .mofl tne~ 11 b e rec. ll) consider i ne 
metno::t' a c or por G ti .. m i s ~' ,:.erson . 

.. ,.,. tht-se public f o rums'< 

•·ell, n ::. rry, ;IOU tntere:; t ::E: t l ot . l our la:;t 
~bscrvLti~n - , au lntoort~t _, L lot . 

"e L:. , y ;;u ' ll f or t>ivc :ny uic r cssir.c , j o nn . 

'-'rin,;s u ,J : v o;ry lnte r • s ting .iscussi:m . I like 
it . 

:.:, ~. y ou .;at , nythtnc nt:v. t his m.:l r ninf off th~o gotf 
c:>urs~? 

liu . ne rtt-rt tc:t ~e . 

Hv .. -a.. s J .ur L• 14lt; ·t 

J .::rl... e :-t ::ct..t .r.e ;l~;,:r)t '".J!.r; • alto.J t o _uj OJff .l t.u 
t " '' i t:,{ . 

• ._.., J I ~'lt.Vt !I.Jthln(.i . 

Hv .; <.b.:lut ~r . Gri. V ~>l>·,> i ou 6 ot ;, our d ooO.:(!!Itnll-t-tlon 
~aln& , .o. s ee; c~t t~o uo r £ d i s tricts open yes LtrdMy? 

l. es , tnt .. Lsto:ra : nu So uth:.ustt.rn ~ivisions Jpt!~ on 
ta.: f ir ;; t a f .. , ,. i l 1 n d tuen t uo; r.; r emain t "a, Lnis 
;· r,;;.. o-n-. t.n" S..~utn .. rn LerriLory . 

Hr ve ynu cie..: iiJ CO .. her£ y.>u 1 r e going t o ;JUt ,our 
he~c.., ... .:rt£r :; ln t11lS 1.1lo> tr~..:t? 
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.Jer e l n " &Shlng t on . 

"'nd i1ove sub-o ffi ce:; u r o-.nJ t he d i s tr let? 

·•e on ly ha ve gone t·s f a r as tiVo , Da ltimo r e rmd 
Ri chmond ; !Jn d you hud some t h in£ on )'our t E. ble •••• 

'!/e l1a..: " r e,, uest c o.11e from 'liin s t on - <>Etlero . They 
H:. n t a n o f fice i n 1/ins t on-t>:c l em . I th in~ we .vr o t e 
t ::1en. s le t t -.r t e l ll.nt, tnero .;e l.lr etJy li~J ~n ofrl ct! 
i n Gr eer.sbor J :.no ... e wer t lOlng to " ee;> the offic e 
i n Green s bo r o . 

llev .. nue &gents ' offtce 1:1' in Greensbor o . 

Tha t didn ' t sr tisf y t lle"' , diu i t? 

J..,ian ' t satisfy t neo :. bit . But it ' s only :i'd miles 
fr om •'li nst•Jn-"t' lem . I d u n ' t t n i !M it ' s <> ho r osu1p . 

Go t tus serv ice? 

GJ t :. goou bUD s.rvlc~ , eoL b go~J of f i CL d own 
i r. Green::.lJo r o too . Hell o i' a good wb n down t here . 

o:>t~:v.; , > ~u got :.nr t hlnf ~;:lsL besi des this? 

•·othlng b tl: i a .. s tn l.o . 

f!t. ve tn~;y db.::iJ"-' .mL ro:J t:.e;; ' r ~: going to use t ne 
o:-::~c :em .. b l u" ti.:.: et~ o u t in t oe :.!idd l e ."es t ? 

Th e Depart~ent of h griculture nas ~eleased o l i s t 
of t sent y - fi v"' .:1L1es, 'dr . vuff i e l a , frO!:! which 
t hey &r e to mLke s~lec t i~n~ . 

•• h en • i l l it s t urt, ao y ou ~no•? 

Fir s t ? r o j e c t, a s r unde r s t anu i t, will begin t he 
l5 tn of n pr il. 

I s there a ny t houg h t os t o how l ong t he e xpel'iment 
will las t bd'o rr. t hey e xpand it? 

I t hi ru< tneir p r ogr om prob ~±bly c onte:npla t es be gi nn i ng 
in :m e c 1 ty, t s soon as ttl€} can going to 1 no t her , 
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golng ahe< . ..t cS r a p1.uly : s tnelr e> . .>erience .lt rrants, 
on the ftr s t pr .:> Jec tJ. . • 

-.nu ;.:; I'<JJ? hll:t ;..s t u._ polit-1<.: lans brin& ,Jr essur e t o 
be~r, ~s l.:> ng lJ:l th;, m:m ey lt. s ts . 

'la<:y ' r " in < 11 i nv <J r se r <• tl~ . 

Tm, t isn ' t cyui~< l, ti'lt- l-' s me r ., ly !JI'<>Ct:ic~l. 

ut. r ~lJ. , ;;. nyth~r.g \.1 l se.? 

~~ . Th~ f~r~lgn :nt :·~~L~ rr~ Ju~t inc stt t~ o f 
,. : .u ;;e . '!nP, uvt. ' t .<ll:JII .vtlt t t: '.> ao . but .;:>lei is 
~. till .1ov in::; <>V"r - tn~;; ,,,,,s t th: l- ·:1:..s r ep.:>r t oct 
sinc L l;..st y~tr . l o t-l Jn t hls ~orning • s sh•e t 
~~3 ~JJ .~ l ll i J~ .ln llt r~ . 

ui t: .lt;: r :JU t .. t:. w._y .JVer ) r ~n_el ~ f:.J t.•J be Std)pt-J t..J 
titi ~ ~~untry , ) 1' .v.'l~Ch - b >Ut n· ~:' ? ~ ov ... r ·~lf is 
f o !• .>lf~cl~.i ;. .!~v~nt . 

ics , out th:.t doesn ' t .let.n :.men, b.:c;..u se •. uen it 
l'"i;; " v e: r nt.r" - ou :.-.r not ,;c t t:u . t ex: ~tl~· ~od~y, 
but t ·to or t nre- ut.r s a f t er '• '-~'" . - ·• 

t.<l , I nen r )'OUr st;.. ff i s flgur in~ out ~ wt.y of. 
issut n& gol d c~; t• tificu t .. ~ tf gold il <-!),)cn:; t.o s ~nk; 
the cerLifi~u t~s will b e wt tarmb rke~ . 

!n~h .. e:Jt<l l:., ~t t.1ls t ime , ·,::- . :lc:ieyn..Jl t.ls , it ' s 
r~ tn.,.- int.;t•o::.t:nc tn;.. t " lta ta.;se t :-rrt[.lc t;old 
sni:l.J~nts C.)mlnc, iu l.o Ne .. Yor-K, the •. t: .· • .1o 1•tt l·s~oy 
vl'fi~e mnJles l.t ln tlrs t .::l>ss shape . ·n~t .)lu 
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fellow Lynch knoNs IllS business . I f th! t Wl'S 
coming in at any other point, l ' o b e sca r ed t o 
.1eb t n . Bu t it goe~: tnrougn - ne 1 s handling t h u t 
t hing wi th a mlnlm\lln of nelp u nd mlnlmu:n o f trouble . 

We n au to c !l l l blJck t oleir f ur l oughs in N;;.v York ~ ncJ 
put ~ome ~ore on in ~hllcdel~hie t o mE ke up f or l t. 

NbtUr !lll:,• tney couhm' t . ..• 

•-ll c oming in " !:lerica n flr.e snl,>s? 

.:.ve~ytning tn ,. t e s •. l,J co:nes in ~omerlc&n flag 
snl , s , but n:. tunll; t he '-n,;llsn ell'-' t.n ... Fr~ncr1 
rn.: 1.-u t~a Nlll tl.v&ys pl<:k their o;m . 

Ho,l :nu.;h >t' tm. t ._JJ mi.!.l i m ttoll:.rs is n;.wricun 
:,olti, .u.-.- .:;u~h is for f o r c l t;n &c~·Junt, eo.rmt r kt:d? 

J:i~l. : , .-;; -~ UCtl i::; f o r t;~C.)UI1t 01 f n ·e i ;;n t,O VO;Jl'nlll< nts? 

'-h• t Jf fl·~i• 11)' shi~v"d b>· f :> rd.gn .;ove rruocnt il would 
b~ ~b~ut lJJ ~ilii •n . 

~ut tou t' s nlt t;uillcl t v b., u .. ·:n~~ke.:> . SOl.te uf it ls . 

Lot o f ' it;,.; g o :n.: .. m eLr1:·r.< ; ;; ny of tne stuf!' s~nt 
by f or e.!.,;n ;:o~ntrc.l oLn:ts will be for e r.r oto rd: . 

'i ae p?lnt ~ ·.: ~ gettlnz L t is , uow z.ut:•\ h~vt .Je 
bougnt E.nu .1.> .. mucn are to.£>~' sni;:>pin,; over nere f u r 
s~fe-~e~~ing - cooin~ o ver fron Swit'-e~lar-a , fr~l 
3·j.JC .> thor c JWltr ie!i? 

l o u can ' t t ell ..n t il it. cet s her e . They di<l build 
u;> , I t hink, i n t ht. week enaing .'.!arch 17 - I t hink 
it ,.,u s a hi eh pes k - n ssets of t oe fore i £n c entre 1 
b< Q_(s ,,1 th Feueru l Res11rve of New Yo r k a :nountlng t o 
N 4 million dollars . In one week t hey l os t t bout 9J 
milli on ~ol lars . 

They sold uollar s ego i ns t t oll< t , translb t "d t,olu 
bul£;nce:; inLo \lOllnrs tn ~ ntl .; i;l!• tion o f to~; de!DhM 
f or aolla r s ; ~ee~ on sni?~tng ~old , ?loce it on 
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earm~ rk, then s e ll th~ t 0old t o us t o ,>r ovi de 
dollars • 

3.38 

..>pecif t~ally out o f t ois pa rticula r shipment, uow 
:nuch ha ve .re b ought? Ho ,, mu.:n eoes to t ile Tret.sl!ry? 

r.bout 6J tallll:>n llOlla r s .)f it i s Treasury . 

I 3 ,Jurs • 

~ - >urs . •-nu ~nc • ... cnt~ ll:,, d;:mt sai o'lillf" on "tn-.rtc~:n 
0.:>1 o.~ , [ 1:!1 Mviu.; L little t r .>-<ble in'bolti<Jld . ue 
.l<.v~ t.:> ,_~ic.,. ~u l. - toe e~r.ly "'th:t>ic:n b oE t s goine o ut 
.>1 a .:>J.b na ~ rc tnts ~>lt ~« whocn;;, ~ine wnic h u re . ' on~- 5~rc: o~~t$ , t~e ~~surun.:e is ~.>uble the lnsur-
wn\!e ..JD l•.rr;e b.;>t_ wS , in ... t:lt.: L.<utcn Ce ntro! BtM 
~ oos.m 1 t like tnE' ide~ >f .:>u:- ·uttin~ ! t on tha t 
!:ect. U 5C the'/ nt. Ve tO rfJY tno.: inst:r <.nce . ue 1 r e S t.lll 
<l l.ll...i.n& L • th<t, t •wuzn . 

It is:t 1 t t. ,>;ro,, r h t. u , : ny:I:: 'J, f:>r to<; ;:o l o to como 
:> vor .m:. single-:J~rL'I s tet.:ne: r . Oh, .v e ll, •••• 

ue t til:.t jJb::>3 • 

.:ut tcu. t u ut J t' tno r • ..: ·> r•J. 

Ne v<. r can tel l .vhen , ou 1 rt: o!'f tt1e recora. 

- du ie, you g o t Lnyto!nt; else? 

The 'I r , ns&.Jericc. .1t.:.. r lngs r .,sume tais :n.:>r nin.; at 
l J o 1 clo.:d: . 1 con' t :now •!lether tney 1 ve go t ten 
&n agreetnent :w er t he neek- C;n<l .:>r n:> t . l h£ t originE<l 
t entn ti ve ~> ;;reemcnt >li-S 10r~eJ ou t ':let·;:een "<>see :;nd 
l!.)unsel f or T~i-nSt oiJ\.rtct . vheStt:!r L~ne .. as &Nbj . 
,ftl:! r L<nt got ~~ck, I underst r:.nci he .wsn

1
t entire ly 

h~ p;>y .Vi tn t:ll: t. !' l'~. ngdment . uh~ther t:H: tning ht.S 
been s ettled cnJ t.1e,• 111 ~; ~,. J .> urn the he~;rlngs, the 
!!ul::lic .1eurln.;s , tnlJ :~ .>rning e n<.! go out to tne ·::es t 
~.:>r:.u t bnu &• L free t c~es~ t o a ll tne recor~s uf tne 
n ) L .. in·· com;.ta ny e< n ;, tne a fftliu tes a nd the b>mk end 
tne t1 c~:ne buc« a nJ pu t lnt" toe r ecord .vi thout 
J b j ectl:>n suco info r wr:. tion &s t hey w~nt t o coro~le te 
tnd r e c:>ru to ,.u . b.-f :> rv tne wommiss~ .>n , l s something 
tn< t we ' l l n:.. ve to f inJ I)Ut tnts mor ning . 
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You no ticed thD. t ticker nottce resterdcy t hut tbe 
v1.nit )f ~>.nericb Jentec.l cJntt!mpl~.tti n<; an issu:Jnce 
.>1' :<~ mi tliu n J ollbt':> ,;r ~:ferrt..a s t ock . 

.. ttert M,; th< t publi:lOtl<l'f 'J.h ,.)i s bi d tna t ln 
r.:>~Jlvi.Se , .i.n .-nstler t o t uese ne .1 sp~ per a rticles tllll t 
~'"'' n~u cechH:u t o 1S$Utl 25 mllllon :10llc. r s pre
!'et•red sto.;:.{, tne ., .. n~ ;J f l.net•lct oenteJ tile t . 
•• nPr·~ \J!.U tnet e: ppet>r? 

- :y tlliVe ba ED: ~oast ,Ljler . I'll loo~ a t toe 
"::tc ri.:~n l.>&n.-<t:r; JilS01. m VI: O<Otn in tnere . 

y l:S • 

I ltt~un 1 t see n it in :.ny )tv"". 
S•_t.i h y csto:ruey from tne ti..:Kt:l' 
tn~t t hey bod Luthurized '-nY 25 

I just S&li ttl <- t 
in uhich t hey dEnied 
~lllion Jolla rs . 

...: ;,n!'e rces n~: v e L._rce<: on t tl t: r.-o r (;Lni <::< ti ;,n bill 
-n~ jus t c s soon 1.s Wb gt t ~cO,>/ of .. h<t t ney 
n&ve '-t:reeo ;,n tn : s .1lv rnlll6, .vt: 1 ll .:ii;:;cst lt and 
circult t e !. t . 

! ~ot tn•t oe•or~nuu 1 , yes . 
no bills in tne r Y aAce,• t one 
Sl l<l . 

1.n;,re 1 ;; < p_Ja r t:nt l y 
rtc, ublic~ r. bill, you 

Th; t in.:luJes < · l ot .:>f tn in_ 5 btSiucS tne vom::>
tr.Jller . He 1 " t\•) t 111 - 1 t :..mounts to < n &11 nin~ U on 
blll r •• tn~r tn~;n ._ :- u:> r.: t. n lz;. tUn bill. Lot of tnincs 
.1~ .v~r.ts t .:> cut o ut . 

- .t,;.1t be Nel l f o r u s t.ll t v bto tn inklng a little 
ol ~ LC:>ut t na t C.>ut,•troll .. r 1 s o ffice, because tuere 
is going t o be sO..JI) efl'urt :n~>Jf: to do soillb t h1116 .t1 th 
it. ! C..>n 1 t ,;r.y;; A'llt.t tO C)i oiLllt t o CO WitO i t. ! 
.Jon ' t .tn:>« :1!U' t 13 tn" , r oper tning t o do witn i t. 
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l. ) U s •• v the lett~r tn1 t tne Sec~ttt.. ry s igned t o 
th., l'reshlent? 

•~ o , I didn ' t see lt . ! n;;t. r o fob0 ut it. Yo u t o l d 
::1e ~bout it . .~< s:eing nim no t t o do a nythlng . 

ho t t" av a nythin6 unti l .1c, y0u rnu i.lel::.no hfa f' 
..:tn ;,~e t:> t i..L< t o l1im ~l'tcr tw !;'>t beck . 

J-.:.;;b..>J;, iN t ~n:r tn<>ut;ht:J or1 th., t • ~k ;·.e ougnt to 
t;t:t :> n tile Coc.;tr .>lltr 1 s .:>f f1ce? 

•. eli 

: sn~..: .. ,. t:.L ... it N.>t.o-" b ... .l.Jlle ti .... ~ be!'ore tn .. rt 
.. .. d ... :c-: <: n~ r l,. .• n·..;;..nl-· t!. .>: . J ;" 1: . It. set..:J!i to 
1<. t.1.: r!'esldo.nt N:l. m .. vt t o s .. t u,> so.nc sort .Jf 

;.. n .J!'~'- ~~i~~t.i ~n t:» c r-:-r; .:>c.t t:tis bi ll . 

1 vt ~s going tv i..S~~ ·,·uo tntr .1ou ' vL c...:> t ~ny idt.h ... 

I H< v~n ' t g " t t 1~ s tl !Jh t~:>t ide~ • 

I n:.. vton ' t neE r u 1. slur 1 ... t ni nt; !· s to '.ltlO ne ' s 
0

Dln; t ~> th:;;Jen...a •.)n to .;t•v ,;o::ie tna:::>d reort;e:.nizt. t..i ,)ns . 

! .. !1~., :n:~e ·) f L:l~;!! t'ellJ:lS ll~;; 1c,(!!S , f o r lnst:-nctt , 
trt cvnttc:lfl:i.!ltlllt .nuvln.; r leil t t .... y , so t ney don ' t 
ut v~ t.J ... ,..._it ~..Jt t il n~xt J ~ nur !'~'i tne t !-1!:'1.( hc:.s t .;, 
~~ befJrE c~n~r~ss J~xty ~t)~ Lcf.J~~ it Ctn GO into 
~rto:~t . I..!&.e -> .~.a.: b=>t .tts o1tur:· rec.Ujr • 

• Stl.lu- ..i.'1 1 t tn: ..• : t;L t. ! c ote.; couh .. .;o ri;;ht ovc:- t <> 
tnt P:-e:i!...:ent a..r:.""" ut ... ~: c;':\....:l.lti~:e .:.r J.er t..ir-t.;r nis 
ll.>~f: ~r:..:. c..3.rt u!.:. t~ 31,.,n 1 t . ! sn~..ll..i tui rLc l t 
S.JUll.. :u Vt: to ~~ tar ~H.iL'l JO ... e \!~ntri.l orfSl:.lli .... c• tivn 
liri.e t.:l~ ~U .... (t;t , ~~: t uy f.:>r tht.t. ; ~.orJ>oS .;, or t.ne 
Cr.>~~uiJ.V .... J..J..::.~it.tt:.tt . 

.Jr.i.t>lm .. ll) it '·"S intt.nve..: , i n t nese formt: r r eort;tnl
zc tl .>n !;ills , tm t ~~~" tn ind woul d b e cht.nnelea 
t n r ou6h tnto ou"g;,t ; h~J the 1d et o f se t ting up the 
rtOr5"niz~tiun tnr.Jugh th~ ~UJ6et , n~ve ~ll tnese 
tnings m.nJle<! ~" tnL t. tony ; r oi)osc. l s .:o:ung U!J - tne 
lnltl<.tive :;as to b e o~lt.~e" on tne ouagtt t:> see the 
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.J r l.ie rs v1er e pr omulgll t ed . ' 'IV t:OJ:f in the bure~us 
co ulu c ome .to tne Budg .. t Ni t h that scheme - to t he 
Budge t - bu t they ' d only ge t t o t he President 
t t1ro ugh that charmel. 5o f t- r <- S I .mo .~, no similar 
< rrl.nilo;,JJent or c onteropla t ion has been .vorked out . 

•. ell , I thlnl< thr. t 1 s right u nd I t hink some t hing 
a;.e tha t ought to be done, l nJ r think it :JU&ht -
ou .:g c t ougnt t o be thin«in.; a l -.>11!: tho se lines . I 
... ~:nlivne,l t n .. I..:k., s tnLI\6 lec~..-.~se .1. .c:;o11 tha t' s 
.:a .. t at l1~!: ln oin, . 

.. e 1 V .; g Jt ar.. cxt.cutivf.. Jt·-cr; Ne ' rc: r e£-u..i to go'"'" 
~t . But i t ' s :r.tr~~c.~rlJ~n tfl, d oesn't lnvn lve 
;..ny '"'.:>J.~r tls~ . 

uJ.;~ tne •· . .J . I. .; . v:.y its o.·.n r r~i,;nt b; thEo cnn r ge 
on tne b~r-:.cs·t 

.1. es , iL yoes . 

l;o tney tt p the buJt; .. t, uo tuey <:o<ne Lnto tnt: buul,l .. t? 

'!llt:lY co.lo:: .into U!> l'o r udtolnls trt. tivt ex;>enses . <>ut 
'it! uu thorize thiim to incur tutir expense~ i'o r Lumin
l:>tn t i on ~i t,nuut. - .o:.. v ln£ ttl e tr 01:n fund s , <o nd 1. e 
set ~' limit. 

ls tne :-e <-!lY out-o t'-:>o.:.cct .noncy ;>~ io by t nc 
~eoero l uovtrnn~nt to th~ r . ~ . I . ~ . ? 

hvtn!nt; except tne 15v :Dill i on oJollc. r s cr..tta l 
s t ock, on whlcn w £ .;et no inttr.,st, no c ivUernis . 

l see . But thtre i s no aomin1str: tive - 1•' s a ll 
.:h:..rge.< to tne bt.n.<S . 

'lnt.t ' s rignt . 

I s tne s fime thi ng t rue tn ~ne ~ o:~~~ t roller ' s of~ice? 
'"J tnt: vom~troll~;r iwJ t.bo:>ut $2).) , J).) f or ac:ioin1s
tt•t tlve o;xpenseJ of the o ffice tnli t comes out o f 
the Gene r -. l Fun~ . ..11 o f the s e rvices to tbe ba nks 
t r., ,>ai.l f:>r by t.ssess•aents . 
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Pr-. " t l. Cc llv tne SLfne . J us t., . ) J) .., ., .., L..J : .J 0 j't:.E-:" 1 

tnLt ' svl l. . 

L u lH.tn J r .?u tho Ull!l nl.l , cn 1.1 tne Ot llt; ~ ~ s ~ to..:t t•o 
< nu ' r<tlf . 

'!:. Jut t n€ E e.t:trt l ""J "rvo: ? 
c.. t.~c: ::.y !"'o t~~? 

-- . ~~· · . 
t - --

_.c.. ..;:\ Fe_cr;;. l "l. :. t.rV~ - C· !i.t: ' 3 e~:>c ::s~.: 
tac t t>.:i:U: j U t ~f i t s el rr.. l ng ~ .: r- .i. : :: 

, :- ~ z- !.- t : ... . -. ... _ .... - ... c""' . 

I t. ..:"-·~~ .>u~ J l. t :h. .. .... y ::; t -;:l . - ;..;.t .:'!.:» .... '-~ .l -t t nc: ..:e:: t:aL! 
D J t. r ..! ir. .t~ !:;0.:!1f; t JO'l 

. .. l;. l:..o;..:- ... is ,n.i...: c .,... t- S J t.iS .. le.:.t. : ..t!: t ::~ Ft:..l £: :-t. : 
Eh:s~rve D~ nl<.s . 

~t. .. t.-- i ~ l.ru~¥ vf t.. n e t!~ •• tu .: £ ~ ::.: :- s.- ~ ... . - ~:-... .: t.r.a 
~. r !nt i n6 ta~tr \:Urruncy . - C\t E~ee:.u ~ ; :'ri :: t i:"'.g 
a nc ~ng r< v ing ls r~ioburseJ f~r :n- EX?~~s., : . 

S .> E 11 ttl ;JS t' t .l:"( t! t- _ c: . • ~ !.c:::. vr. -:. : ~.: t t : ae r ( ... c:-~ : 
G.,:, vern~ent " 2 JJ

1
J J J • nl t a.e !.:i. :. :- ~ -=: c. J :: -:.;- .J , o~' 1 ) 

1
J . 

J. n:: t' s: r i i70 t . •nt:. .;;).-..:.:- t · ry s .. ..: .: : ., :. r=- c - '-
t:l Jn t.h <..t;.>- t. ..J S t!t: ! f c \o!~~.. : .::. r. • c ii ; :--t:. : ;,;t _,..,_'\; ... .: •• c....oc: 
... l1:!"tO:t tne .; J-~- ;~ ,. l lcr 1 c .,~;""' ;' i...:e - -::. =- -:::: !...:' c: ex. e:-.- c:: 3 
• J .... _ _ b e:: ;n .. i . _ut H , ~-~ ~~ -::- ... :. ..: . 

·:cl !. , :.:1e .... _ . .a_; ti• .)_l~r ' s f:"icc . ...: .: l: _!, _ __ .. :: - .J ... it:- .;; 
u ~~ t.:lt. !' t.o. !1 .) .'. i !"l o .I C~S3 >f !'C3 d~.::E::.- = , !.!"! ex.::ess 
J f :: t. s cA.,J c:ld ~turc.; , 'M oi ~.;:l it :'l:. : i-1:--: .;. __ .: .. :lt'.!t'!!' J 

.k' r- .::J - .1. t n..i. n.&. LallS l s ..:oli.~ .:t. t:'-: :. . -= ~.-: , ... ..::. ;,f 
~l~ Sl. - b < n.<s , nun? 

. . , , tnf.- t ~·. t.s ~ .,I!J..-.iv n u \)llt. :-.5 t.~::f:.: ;.v ~ :- t o tn r 
(:o:=r'tro l lt:r u.urin,t; t. ne e..Je r 6er..:y b£n.:::..::.~ :~ · s .>Ut 
.. l' t..Jer ~'er...: ·' JJ~. rut lnt. !'UJ ~..:.~ , t n..: :. r:. st. ~a- .... ; ~. ct •. wl r"'-i = • • I - ~t tne -i i.L LL ..>n u o llC! r a ne .:. ,.. e :rt Ja t. ">.:. t.:le :l=.:J .. vc •• 
F=- - assesS.Jl<ln ts .> n b• n..s . .-.:> - :1" .~ r.~s t ;) .tn.H 
\·:u. t t o do wi th t oe :11 .1. ... 1Jn .... ,:,li£. :-s . "f ' :- ~o: !: - e)i c s tt:t«> 
ta~ t . it t urn it l nt:> t .lt 'i r c.e= s u:-;.; - :::.s~e: :f r.e:>u.! 
r ecei;>t s . 

Regraded Unclassified



:..:!"!'ield: 

;..:i\ : 

=e:.:: 
-·:.~- ; 

... ·-·· 

- . - c: - - · 

143 

- 18 -

F ine idea . 

li~ 8, y~u Kn~K, I n~o th&t d non thing &ll t aken ca re 
~f a s & r eserve ~no now y ou're going t o ••• • 

~f c o urse, ~v it r en l l y b e l on gs t o i s people t ha t 
y vu :::.n1 t r e r.1 rn it t o , t nd tnl.i t 1 s the depositor s 
~n t oe clo sea b &!lAS woo h&ve been 11o.,u1dated out . 

'-' :1-l«r ;::1.0 :::>rt;;~ t .1eory, yes . -'- f t!ley hsd u s ed 

5u; ;pa ce:: ' t ;; et i t ba ck to t h e!!l . 

:.v , U-t ~~~~~~ tJ..>llt.rs i s th~re - it ou,ght t :> go 
~-:A t ~ ~=.: ~:l~::t ~Us r~:ei?ts , in oy opi~on. 1 
t..:..J!i ' t ~a.!.-:...c: t.:le r e ~s L tl) .... ~J.es t1~n cbout it . 

-~~ - 3 :. =~ -= .... .-..j· t.J a.tls .. c;. :- tn£. .,; c ~:- t: te r:~ ' s ~ues
t i .:- t. . ••e ;:;,.:: w. t. t ~ke • 4).) 1 )JJ L ye~ r f or five y e& r s 
~ ~t ; f t~t =~L- ~ n~ ~~ v~ tof t much fr~m t oe FeJer~ l 
1:: ~-.;e tc. 

.... ~ru:.:: , :· .:~ o .... ~ cr...: t.a in£ t ni :s .n.:>rning? 

·• .:>ta:~ :::..c.:t;; .-l t ~:u .. ~ t.lt: '"' overn:1en t b.:>n.:. :Di.- r"k e t . en t 
- ? ~r:t;~ ~~;;o ,es ter~ay . I snv~lv tnink e 0 4fOt 
t v c~ ve e< ..: ~ .::::>r !. t; t v s e ll SO..lc b vnjs . J. OU t t. l t.ed 
; ~ t. ~~ 5e.:=- =-~~ =-;, ..: 1\l J .>w, .nrc nie? 

~ne "vi :: t !.s . e' r e _:::>o&ino ov e r tnosc blo cks y ou 
•bnte.: t v sel~ . •hos~ snort- t~rQ bones a~en ' t 
m:>v~ n,; . •c.<: ~t. n.c>s ~ t"e t. ll g e tt1ng out of t he 
s n:>r t s tuf!" , ~:)Vi~ into t ne long . Yo u c t.n IJOVe 
t.,e'I! JUT< n :::>>r

1 
CUt - • :nean it 1 

S not o , Uestion 
;,f t nvse bon:;s y o u we nt t o s e l l moving up . 

r:e c::.n s e!.!. s:>=c ' 4J - ' 45S, l'lh ich e r e ;>rett~ nigh -
11) . In~' r e £ :hec nibh yestet"JEy. 

-...o• :s.uca? 

• 

Regraded Unclassified



~1n1te : 

-\. __ : 

.. ,)' ""~ : 

"~ll : 

144 

- 19-

•he ' 4.3-'45s r e ociled llJ-17 , an.i the ' 43s Ena ' l;?s, 
Ln~~rmeaia te bonos , < 11 ret> chcd higns yesterut:y . 

Trl.,re is quite u drive on - you m< y ht ve noticed , 
'LE> Y ht ve r e:.o the article b. oell in the ::.und&y 
o•orning Ti•nes :11th r es.,ect t o the au ve r se e ffects 
..>f v e ry low int e r'" J t r n t es on Gov e r nmen t bonds on 
tu;; lncss <• :ti v i ty, un-.1 :::ce min<; t o eroph~sl=e the 
j)l:nt th~t these very l~w interes t r ctes ~;. re a ve r y 
u~i.. t hl~,g i o~ bus i nt!>~ : na t.h~ co..:::~un.i t y in g cnerc.l. 
!! ,,,, in :!'.Y ~"~n.i..>r• t m t i~ ct l lin;: wr.it<. bl~;.ck . I ' m 
.. . ~...ttrli . .:: :hl.:'ther t.1'"" 'lre;: s .... rj· uugnt~ ' t. t.J la~e s ome 
..:.>.t:•t-r-:.t~~E.:l~nts eitner Ln the form of a letltr 
.... : ;:\ ::.>ulJ eT.j)l. in tne rs.-lficftions ti nd the 
cf:'., ; t:; - :>r wut;t:h:r) ,>U jul>t -1-nt to> ,>c.ss i t b:; 
L- t ~1' :t flr ..> .. s ~ t.nir •. : •. e ougnt t :> ::eet it, 
'ct.C' .;se tne; • r ., just tllr :> .. int: u ;> l slllo:.e-screen. 

t lli>tt ~>.all. 1 <.t ion ' t :;.,t t.n~ t . 

.. <! cu n ge: t a lt: tt.t• fr JtD .. me o i' ) our fri ends up on 
t.nt dill. 

'In.;re .n1.y bt some ,>t;OI)J.& u,> ta&r~ .:r.t:&res teu ln 1 t, 
Herbert . 

1 tnink tnere ~LY ue . 

~ .. r. , S t eve :.rnts to 11::.0'' Nll t tne :· i elc is on t o1ose 
hcmtls . 

~n t ! • .:._ ll), l . LtJ t.o t :1c .:t 1~ J£ l.t ~nu l.?o t o l.ne 
r.•t t u:- ~ ty J~ tt. - taos e :nt• ~ceu i : t e bon~s . .... 

Iolli t i s ttl& -'~\.t J J.' on! tur l l.y? 

' 4o . 
-~ .. n 1~ ~~·~i tne bigceJ t .>~rcent - 3J ytrcent of 
t.oe Jt ,~·itJ • rt ln vovt r nment bond s . There i s no 
t ... sln<!~::. ~in Jlt .1i e )...:t:p t hotels e nd ta~y ' r ~ cru; r t; ing 
:;:> mu~n " :'l.)ntil f "r t t .<in£ d e;Josi t s . l luo t s the 
b~gg~s 1: bLnA ln M1 Lm1 . 
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.;,l:.r.;i::1g S..> mucn t 13.:>nth for wha t? 

F.J.- nol~ln& your m.:>ney • 

.;,,, t•s.:.ng service f <.'oJS . 

" •lt:!Y mus t hu V<> SO•) r t-tut·~:Js . .Lf tney h<u.i l..>n&- t urm:J , 
t .~ey ' u b e able t :> ,uy lnttrt.: t on it . 

l' lrst. !:t. t.i.H .:. l . 

.a. n c- : • ..; n.J.:l:J ' ;; b;: r.lt - t.ne ' l1c tn· t stoo..1 t..ht depre$-
si >n . " '- just r~ll..-. t n<> _._,nc ~ J ilt :.~ h.rrels , tiJen 
.<. • • t. :>!'f til r H Y 1.. )lf . '• ().&.U tilt" t v ,>b, th"..J llff 
~.~ l~St ~:.. ta~ .. C t. Jt.. in . ae re i'- ~~ Clj . Drougnt l t 
tn Ln b:rrels . 

r'. t.. 1 - ,.o.~.·.:.....;~ l.::o.l.t. .,. -u 1.. ih \.. ~ ~.n ._it..l ·J .. - JJ )t.:O..:~nt , .)1' 

ll - L.v~.;.._ t.at:Ul.!'.. .. rt J .,.· V..:J'•Ii l• lJt..~ . 

J ...... •L r .:.Jr.· ~ .l\!,.1' .n t't.. . 1 J~ '"- · 

lit: .. ... .;.1• ' t : : ... t • ., <A: .t t. t (;.,. u.' .. ..i t h tli~~; Fl0 r iv:. 
1,) l).;i . 

i:!"~.u.; a ) L' tll~~o.. vr.:t ... 

:·rtl t .,.. ~ . .lt. .. · t.. _ .. n.t<t ••, i 1 .L ~ t e:l . . .... u t.a .:. t. . ) hi., 
Li. !L.~t..l" .:. !1 :.a .1._ t. • t ~ t~ .. ~~;;..1 J. r:\ :r. t . lt fi.v .•iut. 
~ 
u~..J - · 

I t:ll!to~ th~ ot1.'~ .. 11..s . • r~ u. c. :>.J..m~ .45 CJ.i_ ... i.Jn ""r.u 
•k s i. :.· t, . LW _rv1J t.tJ u :-ounu l J ')!" 1.' ; .'' L .. t. h .!:! JJt , 
t.)J . 

'l.te:rt ' s ~ 1~ .. , i..U , ~ t: t.ttn~ U. J th~ .;vw .. tt~olltH• of 
t11c .;v.rt• t:n~y t nv. v. tt\. t t,ueJ .t•~~ t J.o . :.he;· t. .·Uou t 
t:t : u r •orc: ni-t LLJ n b i ll - . n: t tn6Y con dn? 

Lo a::~ t h ~r.g llr.l.!- r ~~~~ ~ ••.• 
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u~,JIJ :-t.lt:'lts c.nd &gen~ies . •his bill, in the 
Lbsence of e sp~cific prohibition, ~Jt :lo rl=es 
tnt> <' r esiaent t o trt.ns f~:r func Lions fro' t o ne 
ue.:>r rtm.,- nt to ano th., r or ~ lollsh t.11e:n . ~f r. 
,Jr..lvisi:m in the Int o.. !"l..Jr Lill s c ys "the 
v O<.: r r t !" rj' of tQe Intt.r l.>r sil L ll uo t ittl following 
th •. ies" ~ :1J t:lc:l t1 'te th• t function a .vay from . .1m 
1.n..: give i t t o »,;ri::ulturt , th.;n tne Secr ..,t: .·y of 
HQ!"L~l· l tu:-~; ~ e :: .l ) t.LJ..,e. tnii~(J . 

~nc Pr~~ iuent \o! t. n J e: ~ ijc, t o!!io rro ,... t rt{- t tnerc 
.. ., ... <u•· ' t b e c.n~· ..; voa, tr-> Lier o f t ht. Currency 
ncn<.:ef ortn, but ·,1. _.. func t .!.ons •.oul- l:e car rleo 
.-n bj S OiltboJy c:lS0 1 SOI,Ifl otht r ... . 

it.,$ - r . ~ . 1 . ~ . 

i ...> U CL!l abolis n lt . 

!n~n y0 u ~~n ~~~1 1) ! t . 

utm;, ..;v ;,- v U '-'" n t 1. J • tic.-; .• ~:-._ f o r ;. .::inut t. 
t:> see • • . • Dc.n~· , .. h• t ti.:te is 1 t? 
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March 28, 19:59 

FOR 1'HE SIORETARY: 

In order to determine whether the TreasUI7 

had any commitment on the bill whioh would increase the 

borrowing power and subaidy paymenta ot the United States 

Housing Authority, Mr. Bell arranged tor Mr. straus to 

meet with Mr. Hanes, Mr. Bell, Mr. Poley, and Mr. Duffield 

at 10 o'clock on March 28. 

Kr. Straue said that t he Secretary had not said 

anythin& to him commltt i .ng the Treasury one way or the 

ot her on t he i ncreased borrowing power or subsidies. 

Mr. Straus said that the only point t aken up with the 

TreasUI7 was whether t he United States Housing Authority 

should sell its debentures through private channels. On 

t his point , Mr. Straus said t hs Treaaury had agreed not 

to interpose any obJection t o private sales. 

Mr. Bell said that Sena tor Wagner had inquired 

ot t he Budget Bureau whether the new United States Housing 

Aut hority legialation had been cleared with t he President. 

The President subsequently told Mr. Bell t hat be had not 

discussed t he legislation with either Mr. straus or 

Senator Vagntr. The President added that he hesitated 

to send large spending bil ls like the United States 

Houaing Authority bill to Oongreaa at t his time and pre

f erred to have the United Statea Houdng Authority prepare 

a program t or which authorization could be obtained 
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early next year if buaineae ccnditiona necessitate. 

Mr. Straus objected that eince almost 18 months elapsed 

between authori~ation and disbursement of United States 

Housing Authority funds action in 1940 woUld be too late 

to proTide large disbursements in that year. Mr. Duffield 

asked l-!r. Straus whether the influenoe on business from 

the United States Housing Authority program did not pre

cede t he actual disbursement and whether, therefore, 
be 

action 1n 1940 would not/sufficiently timely. 

It vas agreed tha t the Treasury would not take 

any position on t h is question in its report on the bill 

and that Mr. Straus would clear t he matter with the 

White House. 

Mr. Duffield explained that the Comptroller's 

Of fice was obJecting to section 4 of yhe bill which 

would give debentures of local housi.ng authorities the 

same investment status among national banks as is enjoyed 

by Government and Government-guaranteed seouri ties. 

l{r. Straus said that he was willing, tentatively, to 

withdraw that section, but that he would like an 

opportunity for his staff to confer with the Treaeury'e 

Gener al Counsel on t he subject. 
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PAR.lPIIUSJ: OJ' T:ILJ:GIW( RIO:IIVJ:D 

J'ROih 

DJ.TJ:i 

•o., 

J.aer1ou :Daba .. y, R1o de Janeiro, Braa11 

Karch as, 1939, 11 a.a. 

92 

I refer to •r te1eg:raa of Karch 24, noon, Jo. 87. 

Karch 27 wae the effeot1Te date for the increase 

in t axes on exchange r•ittanoee in payaent of iaport 

bills • The Bank of Bras11 ae a result t hereof hae 

increased to 18.6 the dep~ait rate for the purohaee 

of dollars. The rate was preYious1y 18.3. The Bank 

of Brazil has aade proportionate increaeee in · other 

currency deposit ratee. 

Inform Oosmeroe. 

soona. 

EA:Ln 

149 

• 
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To: 

Treaeury Department 
Division ot Wonetary Research 150 

Da t•-=llar=...:c=b:.:28=•c...::l9:.;39=·---l9~ 

Socretary Worgentbau 

From: H. D. 'hbite 

Tho attached report of a conversation ie of 
intorest only becauee the men making the remarks 
are momber s of t he research staff of the 
Republican National Committee. 

Incidontally, Herbert Gaston remarked that 
Bill lzyere eaid he liked the Wagner l e tter so 
well he wanted a number of copies to distribute 
among the Comoll faculty. 

' 
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TO 

TREASURY DEPARTMENT 

INTER OFP'lCE COMMUNICATION 

. r . nite 

.. ~ .. ,. , rt~.ur "'!'r!iett, ec<'n<&i!: t., :w<\ 'arold fltz , nolitical 

:r· '! ... •#i ..... 1 cn-er-teC on t t e (_ ecret3.r;t ' F letter t."'t rt'ntor vr;ner 

_. " ('I rcl)ent !)ieee of worlt 11
1 t'l.relJ ~\•itcd •.o it! P'tr!HJSe •· . l"'hey 

• ' · " ~ nine .'1 percent (on • econd thou •ht roduca' tJ,e fi'"Ul'c to 

'·i.rt. " rc<Jl•t ) nf' a11 --~epuJ..lictm t:on-;ren-meu lAl"-ored under t he irr

'""J• .c,.,n t:.r.n~. old irportE:. are paic! ror ou t. o"' t.O.X'f?4:fO:"~ ' ronll!y11 • 

,.. 'Ytl t on t,o ray tn.nt the nubJ i~a. ~inn or t..he 1"-l'll:mce sheet o.r the 

.. · ·, i :-a ~on "Vnd was "a ver , 7'art t.hin t.o do'1 
1 add in,. t'It. to~k 

• in'\ r~ 1~ out of t.:.eir (of U e -.e:>v~lici\J\ 'n~irr.Al ::~.itti!e} 

: s1 
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I!• . h . Lochhead , 
orrlee or the Seeretnry , 
U.S. Tre~sur; Depar tment , 
\ ,ASHiliGTON, D. C. , U. S . h . 

PAl< IS, l:areh 2<1, 19~P 

l en Pn~losin: the long pronised ~corendum 
ror thP Secretary on the contrition of carco at Ran&oon, Kun=dn~ 
An~ hai~hn~~ •-n~ thn ~rOiOSed British-French-Chinese organization 
to contr ol tr~ =ove~ent s or aa;d csreo into Chirft . 

Tr.,_ *'""""'~Orf'nduc 1 s necessa:- i ly lonr, a.nd 1 my 
~av• rumbled the subject • blt but I mnn~~ed to E•t •11 the ' 
inforrtat i oJ1 nn-.or .. t hflnd nnder ti1i s heAd inc . 

As you know tho infonnAt ion about. tho proposed 
orco..nizution was i\J.rni :;hed by Ur . l. . Jtc.johTi&.n of' the Loeeuo or 
tlntions. who r ecentl y an·ivod in llet"J York f r om London whe r 8 he 
np~nrently di&cu~sed thn ~\tto r wit' hogers and others . 1 bellqvo 
"~ . K. p . Chen exr lained tho proposol to Dr . E. H. Kune by t~leern"' 
Pn~ r~~~ived ~ ravorGble r ot ly . 

Tlnt bole.nco of' thn inforrr..stion co:tt~in,. d in thl'l 
r::,.-.mo was rec13ntlv r,.e•iv~"d f11 r ~rt fr, 1-.tt-nt;;:oo!l !'ro:n r oliable 
t ri•tate sources &n·J fYora St"te Dorartment re;:orts, co--ter of ~hi.<' h 
1 r•,vi i""' !"~"~HT off\ <"e . 

See r ete.ry . 

E:ncl: 

1 hore the a.o~ wU 1 be oi' sc:a- U$~ t.o tl:e 
l•lth idnuost ro.;•rds . 
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~ria , Prance, Yarch 27, 1939 

:S:ORA~"Dlltl FeR TliE SECRETARY 1 

Froms lJ . !l . llichcloon. 

Reports recently received from var ious quarters clearl y 

show th4t a tremendoua quantity of r;ood a purchased by the Chinese 

,o,·ern:>ent for use in resisting Jap.neoe at;gression 1& rapidly piling 

up at !!a.'lgoon e.ncl Haiphong, th4 porta ot entry to the only re.,..ini ng 

r outes open for transportation into China . In fact tr£re are indica

tions t.'>at the conJ;estion at these porta is so grcnt thnt carryi ng 

vecaela ore unable ~ discharge oargoea and consequently huge quanti 

ties of war s upplies ore baokin& up into Singapor e on the one !14nd and 

i!or.gl<oa>;; on the other . Some reports i ndicate considerable oongestiou 

o~ goods at KWU!11ng in Yunnan Province , Chino, the roil- head of the 

Yun. an-!!aiphcng Railroad and the c:e.i n concentration point in China for 

c;ocdc over both the Bur.,.. omd I ndo-China routes. It is appe.rent th4t 

tr-ns portation oOCipaniea , organised by political favorites are oper

lt.~ n& in and out Kunmlng, without any Central Governrent or other 

r tapona1ble control and are reportedly indulging in graft and illegol 

chnq;es for trans por ting Chineao Government p r operty . It is evon a tated 

thnt tr.o I.Aahio-Kun•ning higmmy 1a not yet i n a fi t e ond i tion to a tand 

heavy tra nspor t in a s ustained manner. 

The causes contribut ing t o what seema to be confuaion in 

the ""vemant of goods .,..8 r th4so two routes are variously described in 

roporta . One State Depa rtment deapatoh quot es the Acting i'ine.noial Ad· 

visor to the Sritish Ebbaoay {Scot t ) aa stating that t he Cbi neao outhor! 

t1e a have been olow in oomplotint; a ayatom whereby goods oould 
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be carried to and from BIIJ'lllt., Thie deapatoh also atatea that informa

tion 11as • t hand to the effect thet on February 16th a Chlneae auper-

. 155 

• !oor of t he BW'l!ll Road -• goi ng fro:n Chungking to Kunming with sutriaient 

f WldS and full authority to u.ndertnke the aotnpletion , b efore the rainy 

aeuon l.>egina in l.!a,y, of the d rainege ancl hard surfacing of the Chineae 

aeotion o1' t he r oa d. It ia unbelien.bl e thnt thia work oan be a ooompliahed 

within suoh a s hort period of time even undor the moat favor able aondit iona, 

and i t 13 safe to aosWD8 that little or no goods will move over this highwe,y 

duri•·g the raiJIY months or lo!ay, June a nd July. 

The r • oant e dict of the French Ga.ernment prohibiting the trane-

portation of war meteriala over the Haiphong-Kunming Railroad further cOl"-

pliootes m t tera . The oooupation of Hainan Island expoaea traffic over 

the large section of thia rai lwa;y aoroaa the Chine se border to air-attack, 

which aay not at op at the frontier. MJ:t attempt to aeorotly move war t:lA

t s rial s ove r this l ine wi ll b e abortive oa the rail traffic is being con-

sto.ntly spied upon without proapeota or early redreaa . The uae of rail 

ond highway f rom Haiphong, Hanoi to !Ianning and thenaa by motor trucka 

not1;h is also out o1' tho que s t i on aa tho highwo.y n or th from !Ianning ia 

ax posed to air a t taok both frOill llainan and Canton. 

Thorofare tho only route (except trca Ruaaia) opc to the 

Chinese tor transport ation ot war auppl1ea ia the so-called Burma

KWlming r oute1 the Haiphong- Kunming Railroad being ave.ilable for the 

ccva ont o1' aterohendise other than war ""'teriala.. 

The huge oonaentrat1on of war auppliea ( aaid to b e 100. 000 

tona) at Haiphong and Honglcong will, oonaequent ly, hne to b o tranaterred 
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t o Ran goon tor transportation into China eit her by rail to IAshio 

(via l!andalar) thence by highway (via Kunming) to interior Chi nese 

po ' nta or by river trat'fio from Rangoon to llbamo , thence overland 

by motor truol:a (a distance of approximntel y 73 miles) to Muse 

jo' nl.ng with the Lasil io-Kunml.ng highway int o Chtna . 

156 

Of the two availa ble r outes from !langoon i nto China , the 

oM up the I rrawaddy River to llhamo 1e consi dered the coat praotioal. 

An alternative river route 1a via l!andalar and thence by rail to Laahio . 

Traff ic on the Irrawaddy 1a British c ontrolled and-there ara 

sovernl ooncerns opera ting thereon; one of which alone o perntea a 

fleet of approximately 6oo sttiamera and launoheo. The ste8l!l8ra ot 

this oonoorn have a oapao ity of from 4oo t o 6oo tons , and usually 

t cwr ~1 on ; side , two barges having capacity tor an additional 750 t on a 

eaoh . In so f e>r as the river transpor tation is oonoerned si<e and " eight 

of indiv idual packages nre of no me~cent. 

Se rvice frOl'! Rangoon to Bhamo, at present , is weekly ll!ld 

con3umos seven to ei~ht days . lfhile the alternnte route vi a Leehio 

1a : atiofaotory up to that poi nt , ,..,ports indicate that the latter 

p~rt of the r oute from Leah io to Lluse , •lfhe ru 1 t jo~nss thel:unal.ng 

hi~hl7&:f, 1e very bad , with s teop gmdes and eharp ourveo, maldns t he 

pass a~e of even light truoka,oomparetively unloaded, extre~ly diC

fioult and almos t impossible for l~rgo paokt\e;os . These obstaoleo are 

not round on the r oute via Bhamo , althoush they do occur further along 

t hrough t he provinoe of Yunnan. 

At Bhaco oarso ia unloaded manually through cuts or ramp• 

,.de in the river banks ua \.ng blook and tAckle a nd rollers . 

asain abe and we ight of i r.dividual paob.gea are or no oo,.,ern. 

awaiting transportation tros BIWIIo oar go is stored 1n god-
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or mat ahode looated ooneiderably above high water. {Durin,r; the 

rdey aeu on the rher ria .. ae aaoh aa 4o teet) . FrQD Blwlo to where 

the route joino the Z.ahio-KWIIII.I.ng hir;h~ the road , althoutSh not in 

t irst-olaea oondit i on , i e paaaable by trucka without any dittioulty. 

It fo llows a serpentine oourae through the billa but at all parte 1a 

wider than t he average mountnin r oads tolllld in ths East . Tho be.ads , 

while fairly aharp, are well enr;ineer ed a.ad all the oulverto and bridge• 

aro concrete , excopt two cnall b ridges Whioh a r e of bamboo but we are 

iru'crLl&d that two c onc rete bridge• were being projected a.ad that upon 

col!lplotion the entire road will have oonoroto culverts and bridgoo. 

Z.at r eporto (dated November, 19 38) oomerning the new road 

through China i tself, are not so favorable. The road io, of course, 

now, and in many spots is subjeot to washouts and slide s whioh have 

in tho put completely blocked t raffio t or varying periods. In ad

dition, the terr ito r y through which i t pe.saee 1a extremely ditt'i oult, 

winding through high mountai ,., and with neoosoerily eharp bend• at 

which i t i s necessary in many ill4tanoea to repeatedly baok up and go 

to mard in order to .. noeuftr at ruok a round them. Oeneral,ly epeakinm;, 

hor:over, the road ia well engineered within the limitatione of the 

t erritory with in which it pa a aea. Another taotor oonoerni~ trattio 

on t his route is t hat ~ m1 lee ot the road are so narrow that it 

oan nooOIWllodate only one way t rnffio and tho control of the tral'tio 

is going to be a aor i oua problem onoe the r oad is put in firet -clau 

c mditi on . This control will, a ccording to r eliable r eport., neousari-

ll• ~~ t'-- h1 Jwr•v both to oontrol 
ly hllva to be done by oonatantly patro .....,. •• g ... • 

the act,.l tlow or traffic a.ad to report and arrange tor i~Uh re

paire as alidea and waohou ts ooour. To acoo~pliab thie, ample atoree ot 

road building uaohiMa and supplies. ae well u wrecking orewa and 

faoiliti ee tor refueling, eto. eto •• will have to b e arranr;ed tor at 

conftnient pointe over ih entire length. 

• 
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The railr oad troo R&n&oon to Lt.hio via l!and&lo.y 1e ot 

meter saugo (narrow gauge) with a weekl y freight capacity of 16o0 

tone of ~;ene ral car go and 850 tona of dangerouo cargo , I t 1o repo rted 

(U.roh 16 , 1939) hl>'tever , that j~enernl cargo oapaoity may be doubled 

dur i ng ne xt two months ( !lpril..uay 1939 ) , llc.xl.aum weight of covered 

carload 1s 30 tons and open carl oad 28 tone . l.laximut1 dicensiona , lent;th, 

bro&dth and depth , in inches, is t or covered oars 436-76-85 and open 

cora 437-87-85. 
For transportation over the Bur~ r outes original shipping 

dooumenta must be presented. The baol.o document i s , of course , t he 

bill of lading and in its pr oparntion chief oa re i s the olasa1£icotion 

of the <>ar go, within the speoifl.ontiono of the freight t ariff, that 

will invol ve t he l owest paymeut of oharG08 • Dooumenta 1!1.10t also in• 

elude \ nvoioes and cor•plotel.y detailed peokl.ng list s . While oertit1-

o• t e of origin 1a not opoo11'1ed l.n &ny of the rooot>ni•ed r eferencea, 

eoonol:liosl pas sage through CuGtD:"'O 1a Jko1ll.tate d by t Ms document . 

Cora;o in transit through BurmA pays the regular duty of which seven-

oi:~tha i s r efunded on re-exportat ion. 

It is re c ognized that the oar.tinuous flow of war materi a l• 

ao well as non-military s upplies into Chi na 1a one of the moot im

portant probl ems r acing t he Chinese Government in the i r r esistance 

to Jopaneae a gr,ression. It is a problem thnt the Chinese Government 

has apparentl y faile d to 6 olve and in the opini on of Scott (aupra) 

"the Chi1 ese have not shown th..aaelvea capable of unde rta.Jdng thia 

work , • !.!uoh ha s bean oal.d a bout Chi neao ine1'fio1ency, graft , zwpotim 

and unpatriot1o exploit&tion, and probably ao-...e of l.t r!!llY be true , but 
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too 11110h blaae ebould mt be plaoed 011 China' • doorstep. 111tb 

t he oomplete aDd effeotin bloobde of China' • aeaport1 the Chine M 

Gove rnmont waa foroed to quiokly divert ehiploade of c argo &float 

to other inlet a and out let• and n& turall)' turned to Frenob Indo

China and ita Haiphong-Yunnan Railroad and to the rail and water-

ways of Bur..._, to whose border the Chir.ae perforDBd a 118ar miraole 

by convert i ng a oar&Tt.ll trail or hWIIlrede of mile• through a l.noat 

l.lllpaoaable mount ains, into a fairly aenioeabls big)roray in approximatel)' 

The ""'in diftioul t)' aa we eee it wo.a t he unpreparedll8u c£ 

t he Haiphong- Kunmlng Railroad in F renoh Indo-China and ths Rangoon

Jiandalay Railroad and Burma Stelllll8h1p lir>el in Rangoon to handle the 

maas of i 1- tranai t to China freitr;ht euddenly dumped on their a horeli 

and tho failure of the Britiah author itiea at Burma and the Fronoh 

at llaiphong to inoreo.se tranaport faoili tiea and or sanize, direot 

and oontro l the lw.ndling of tbie new traffio . Compared with ~nodern 

Western methods of rail and water t reneportation the r ailroad• .ot 

Fre110h I ndo-Chin& and o f Bu,_ are 11 ttle better than mero toy• and 

the river traffic Cll the Irrawaddy apparentl)' hao not boen improved 

beyond the neoeGSity of aervioi ng the eoonoaio requirement• of river 

t o""'a or whiob llandelay, the Capital or Upper Burma, with approximately 

150,000 population (including Britiah oolonial troops) and Bbamo with 

approxi:utely 4 , 000 native populati~n, are the l argest. The mo.in 

trartio on tbe rinr beyond t he I rrawaddy delta in 1919 (when thoo 

wrihr 
1
pent 

10
,.. _.0 in BUJ"IIII) ooneiated of basaar boat. or noatinc 

depar-t etoru tlw.t tied up at enry villac e and j ungle tOWD of 

any else the whole 900 mile• or thoo I r raw&ddy1a D&vig&ble l~~~~&tb• 

Thoo • in water tr&tti o 1a at Rancoon, the ohiaf oit y of t.c..er Bur• 

(population about qoo, OOO) . whioh h a bwoy, buetli ng port• 

' 
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There are three nationals direotly oonoerned in solving 

t he aouto problem of transporting war mate r i ah and aupplioa into 

Chi!'4 over those r outes, vih, the Chi nese, British and Frenoh. Ex

ternal oirowutanooa ae nll ae oonaideratione of ho110 policy on t he 

pert of the British a nd French Governments may affect t he workinge 

of the two r oad s from time to t ime, - necessit ating the d1Tore1on of 

t rnffio from one to the other, and from rail to road or r iver o r 

vice voraa . But regardless of gross distv'banoee, either political 

1SO 

or military, the tratfio ought to 'be directed and oloaely supervised. 

if the on ly ways at approach from tho eea are to be utilized to the 

f ullest capacity. Congestion at porta at entry, at Hongkong and SingA-

pore, at relay poi nts and at Xunmin~; ought to be reduced ao tar u 

pract icable at any give.n monent . lr.mAidiate and saf e atorage should 'be 

p rovided for at a convenient plaoo, tromwhioh ehipments oould be dis-

trlbuted 1n aooordanoo with the poaa1bilit1os of the """''ent, al ong 

o ne or the other of the routes . 

To sum up, tull utili&ation of the two roada requires control 

of all inooming traffic by an organiution under tho authority of pereona 

designated by China , 'by the two co~mtr1es of trans i t and by the exporting 

country part icularly i nterested. 

lfe are informed, on very good authority, tha t such a plan 

o f organi zation ie now being d1eouasod 1n London and that it baa the 

tontatho appronl at the Chln Ne GOTertlJII8nt . It 11 planned to J'lOOt all 

Mode by the establishment, &t a oonvon1ent place (auoh as Singapore) . 

ot a "Trans i t Center " under a "Boa rd ot Uanagement• composed of member•, 

each yielding requ1s i to author1 ty in hio country, ,...ely a Chine •• 

a ppointed 'by tbe central Govei"IIJ'lOnt , a Britiah nolllinated 'by the Bun:a 

Office, a Frenob dea1gnated 'by the Colonial Oft1oe 1.n Parle &M on• or 

-

• 
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..,, • ...,:IDora, nationalo of the pr1noipal exporting country, exoeptil!f;, 

of o<ll rae, Japanese allies and/or a~J¥ nation within the so-oalled 

aerman-ltalia.n combination . 

This "T,.,.it Ce.nter • whioh would (a) provide tor storage at 

tho oontrn l intermediate storage, (b) arrange tor tmll tleet of ooaetal 

steamer• to ply between the ttorage aDd porta or entry, thould be gi,.n 

ontire control aDd direction OYer incoming trattio in aoocrdanoe witb 

needs of the moment • It should aim at operating the two roads a a one, 

r edirecting the traffic e.ooording to oiroumstanoea . The. Chi nese , Br1tiab 

and Prenoh me:obere would he.ve to be veated witb suttloient authority .., 

thnt their rulinge be acted upon, without question, by the l ooal organi-

tations. In addition the Center might provide mutual material uaiatanoe ' 

tro" time to time to the various t ra ft'1o organbatioo.a involved in aooord-

anoe with needs and, t'llrther, be entrusted with necessary arre.ngemonto 

for tho oor.~pletion, improvement and up-keep of the ~~~&in roada of entry 

as fully ao oiroumate.noes would r equire aDd opport un1tieo penoit. · 2he 

"center" could he.rdl;y be es tablished a .a an intergovel'lll1ente.l orsan1 .. tionJ 

it would have to be a buaineee ortioe , e1 ther a trading .corporation by 

itself or a branch ot an exitting Cbineee or Sino-Foreign corporation. 

ln &rJ'f event it should be olothe.d w1 tb auttio iont authority to nep roado 

o~en o.nd goods nowing, obould be olooeiy coordinated aDd rsoeive unaeltioh 

cooperation. 

It ie understood the.t the Central Government ot Chin& will tan 

the 1nit1at1Te in •setting up• tho proposed organization by 1nvitinc 

tile Britiab and Frenoh Govel11l118nto to make proposala and nominate their 

respective repreaentati vee. It it expected the.t t he United Statu Govero

• ..,t, u the exportlDf> oountr:y particularlY interested, will b• invited! 
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to nomina te a repreaentativa to obaerTe, adviae and aaaiat the 

"Center" and we believe the auooeaa of auoh an or~ani&ation dependa to 

a l arge extent on an American representntivo tAking a pl~ce on t he 

Boar d of Uanagement . We suggest tha t this representative should be an 

enbinee r or an export traffic manager or both if poss ib~e . He ahould 

be a poraon of wida experien oe ab le to dr ink whia~-sodaa with tho 

Bri tish, bird'• Mat soup mtb t he Chineae and oater t o t he ~ty 

or t he French. Further he should be stron& and r obust 1n order to 

wi t hst and t ho enerv~ting tropical oltmat e, t he inoonvonienoa or traval 

and the so~oity of good food. 

For your f urther int'onMtion in case or necessity decis i on on 

a r ran~omonta in I ndo- Chi na re sta wit h the Frenoh Colonial Off ice in 

Paria , while looal arrangements may beat be conducted t hrough the Bank 

of I ndo- ChinA, a eGi- goverDmOnt inst itut i on, which owns the railway 

and whoae very capable Vice-Govarnor , at present 1n Indo-china until 

t he and of IJD. roh, ie anga;;ed en a l ocal a urv&Y after a trip to Chungl<in&• 

Ul t imate responsibility for arrangement• in Bura iS nate4 

in the Burm& 01'1'1oe i n London, an autono!IIOUI subordinate bureau of 

tho Ind i a Offioo , but the l ocal Burmese Gove rruoent, not alweys amenable 

to the o.dvioe or ruling a: the Britiab repreaent~tivos, must a lso be 

r eolccne4 with. 
It 1a reported that tM Chinese Gove rnment r.ave entrusted all 

requiai t e arrangements to a apeoial Sout h Western Transportation or

ganiution under the ultimate authority oft he Proaident or the EllllouUn 

Yuan (B. H. K.q) and or the General Headquartera under Chiang ltai- abelc. 
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TRBASIIIIY DBP AR'I'IIBRT 
Offi ce ot the Secretary 
Secret Service Division 

IIEIIORANDUII 
Jlaroh 29, 1939 

To: Mra . Klotz 

!'rom: Ch1"t WUaon 

103 

:63 

For the 1nto~t1011 ot the Secret&r7 

no e ttecb 1t1ure.17 ot the President 1 e 

trip rcr Varch 29 aDd 30, 1939. 

--

" 
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Trip ol the Preddtnt t c 
tuaketee , Auburn, OpelU::a, 
A.labe.r.a , and ll.t..rD Sprlnta, 
Geortia, Waroh 29- 30 , 19$9, 

Wednesday, ~roh 29 , 19$9, 

LT. tlastd.n5'ton •• ••• ••• (Souther n Railroad) •• ,.,, • • •• ••• , ••• 

Thursday, March 30 , 19$9, 

Ar . Atl~ntt. , Oe.oo •• • • •• • • •• • •• • • •• • ••• •• •••••• o., ,,,,,, ,, • 
Lv. Atle.ntt. , (io , ••••• (Atlanta &: Vl<eat Point RR) , ••• ,, , , • , • , 

Ar . \le11t Point , 
t.v. fk;at Poi nt , 

Go ••• • ••••••• •• ••••••••••• •••• •••••••••••• 
(ia , •• •• • 0 •••• 0 0 ••••••••••••••••••••• 0 •• • •• 

(Dr e&kfaat •n train) 

:.64 

1100 a .m. t;,S .1 
6 a20 a.m. c.s : 

8 a:SO a.m. 
8 r :SS a,o, 

A.r . Choh.f.w, Ala •• ,,··· . ••. ••••. ••• ••,. ••• ••,, • ••• ,, , , • • ,,, lOaOO ~ .::n. 

O.traln and ~otor to Voter&nt Hoapltal , 
1\l.a1»r,te , A lo.. , wt-.cre tt.e P:-oa~ent v1ll 
at op brlerly to r.r~~ the patient, , 

Ur!'e to Tuske~c lr£~itu~e and ar~ 
r.r~~·~ proeeOtt t .:o :"ntura.l eleva.t1M 
"Where tho Pre:s~ent W'ill speAk frcn hit 
~ut~obilo. 

Lv. Tuab,;oo , Al• •• •• • • {by cotor) .......... • • •••• • • •••• •••• 11:30 a . I;Ol. 

Ar . Auburn, Ate. • ••••••••• •• •• ••• ••• •• ••••• • • ••• •••••• •• • •• 12r00 noon. 

Drive to Hu lhrd Fiel d , Alt.be.mo. Polytoohn1o 
ln11titute where tho President wHl bo not 
by Dr. Dunce.n end assortbled ct udouts ; brief 
apeoch from automobil~ , and drive around 
t;roundt . 

Lv. Auburn, Ale. , •• ••• • (by aotor) .... ••• •••••• •• ••• ••• ••••• 12 : 30 p .m. 

Ar. Opelika , Al•• . 0 , •• ••• •••. •• 0 ,. ,,, , •• , •• • • ,, , • o ••• ,, ••• 12 t4S Palt• 

Srtet tt.op to uoet. o.uecbled achool 
ohtl4.ren . 

L'f. Opelika, /.la ••• •• •• {by e:otCir ) •• , •••• • •• •••• •••• • •••••• 

Picnic luneh enr oute . 

At. '\tom Sprinr.a , Con • • •• •• •• • , •• ••• •• • ••• • ••• • • • • •• • • • •• • • 

r.terr.bera of tho port)' 1 

T H & P R ~ S I D £ U T 

Hen. Harry L. HQpkina , 
Socretal"y of Corr.r.k)r ce . 

ceptain Ocniol J , Calllshln , u . s . u. 
l!Jts 11. 1~ , LOJ:'5a.ncl o 
l~r. Willia::s o. Husott. 
Cisa Grace Tully. 
t:r. !krr..ry Y. r.. nn•• • 
lo:iss Roberta hrrOIIfl• 
liiiS Lou.iM H&ohr»tiUfo 
W111 TotnetU s.,oJ.•lder . 
JU-, Gcorr 1 ... Fo". 
t!r . Dowey E. 1An6• 
J:r. Loo &. de \Ieard • • A

1 
~ 

Secret Se rrtce " 

1:00 p .::. 

4r00 p .m. 
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Newspaper ~>on• 

Uf , D. Harold Oliver , 

Mr . George E. Durno, 

Ur. Prcdorick A. Storm, 

Mr . Walter Tr ohan, 

Mr . llillinm c. Murphy , 

Ur . John O'Donnell , 

l!r. F•lix Belair , 

!!r • C'>lc..an B. Jones ., 

Picture r.':(tn 1 

!!r . Charles !.tack, 

IJr . John Tond r!\, 

Ur . E. M, Williams , 

l.lr . Goorgu JJ . Dorsey , 

!lr. HUgo Johnson , 

llr . Alrrod Oeth, 

llr . Goorgo Sk!\dd ing, 

Ur . J , S , Tho..paon , 

i roadcaatln& roproscntatives : 

llr . Carleton Smith, 

l!r , Stanford Roso , 

T• lugraph ropres~nte.tives • 

Ur . C. S , Link ins, 

Ur . J . 11 . Vlillis , 

- 2 -

Aaaooiated Press , 

Internat ional News. 

United Pr ess . 

Chioe.go Tribwle , 

Philadelphia Inquirer . 

Now York Daily News , 

!lew York Times . 

!lew York Herald Tr ibune. 

U. G. Il . Metrotone !lews . 

Fox Uovietone Uews . 

Fox Movietone !laws . 

Patho News . 

Par4Jllount llews . 

Parmount !lews . 

Aaaooiatod Press Photos , 

Acmo Nowspieturcs . 

N. b. C. 

c. B. S. 

Vlootor n Union . 

\losto rn Union. 

- oOn-

){r , w. c. Spcncor I o.P.A., 
Southern Railroad , 

In charge or Tr,.nsportat1on. 

• 
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G.IJUr' ..!H'IING (COIU.>UCTEIJ BY 
U.lL•·.:\ S:cCrtt-Tt.RY !:iANbS) 

!.:ar ch 29, 19J9 . 
9 : 5i) c.m . 

•rcncnt: 

.a f.c .. : 

ill II" : 

~o~.~,.uL Ju~ · 

oil t.L .. ! 

'· :.\,;J : 

u· t.,r : 

!4r. H&n es 
'Yr . Bell 
..il.r . Foley 
"~ !.lcneynolds -· . ., __ r • Gr z. ves 
.;!;- . •·hi te 
.... :- . uibt,.>-:s 

p _...,~hntn o 
&:" . G:.:;t..,n 

Steve , :.n:.t ' s .>ro ;,·vur minu? 

.. :, t > tntng . 

. 
H J o 

·'O , I O:.J11 1 t tuirhi so , nviuing tX~'-~ t tno.t I • ... line 
t o Stt : Lill .>n r~tur~ ls~uc~ .>f ~ecurici~s . 

•· bil"- .Ltot.ro..ouC'-<- in Cvngr ... ss t.:.xine ir.t{crcst .>n 
fu;.urc stcuriti~s • 

.. .;ll , l 't rlet.U ,,;:.s U>J t lu. r~ ycstc·uL) ar.~ Br;>:.n tu s 

6 o t the id£1• no,. ta;, t it roibht. be 1 uvis~;bh to ,.ut 
;,n c. .. teJ.~ollleJ,t .. m t his ,, r esent svlnry bill. Jf 
co\...l'St , toc.t SJJeL u:; - l aon ' t .... 

J. h:. t 1eo .1: :;t: rting ~ firn t 1 1.1. oVilr ;,g&i n un 
iut !iLlc..r;, o:11 . :•u: tt1n . .t H l uc.tt.: tv St.. E. thut . 

! ..J....,., 1 t ~~. ; . . J. t see;os t .> It:: t.lt t 
1 s ttin~ .:>1' tJ 

::l!.;;to.~t, • :: l<>n-. -.s .. E;' v~ :.lrl t.u:.· got t his bill 
t. nr· ~ t...zn ttl\.: ti-.~uze , r.:.nC just . \.&tt!.ng t.n coend:nent 
vr, tou t tiling just s t Fr t z th(l f igllt ~u :>v e r c.gbin . 
r don ' t tnl nn thbt ' s govJ t cc tics . 

~o n~t I ' m thtn.<l11t ts thct Wol ' r e f>Oine t o be o n tile 

Regraded Unclassified



... : ........ : 

.. .,:It : 

r , I ~Y: 

G~s t ... n: 

oo ll\ t( : 

- 2-

~~xious seE t, onu if tncy don ' t ?OSS ~ny leg1slc t1on 
:,n S< l arlcs r.e 1rt. going t o btl in t,Uit<. a Jnm, lind 
I I u Oft<. to S C(; tne thlllG '""'· 6 1' illtJ .. . 

!)r ..... n ~c. ·s - 1 ue vtn 1 t s~en !t~rle: u t.t!.s mornlne; 
'"' .. t.~ o.., thtl'l. yestert.<-Y t~l.tlnt. .:it.n St&::: ~onu 
l.E;.tJt:.l• ~ :-.u tu.-; .. 're ncvin6 : .1ectir.g tvd.ey, tfle 

~ .... -. <.. L'- F!. .• t neE. Co::t.ti ttet, t v d et. r o tnt. the course 
tn._r_ - :.. nu o r o"n t olJ. 'H rlt< u t.<. th;~ugnt ne coda 
•• <.t u. l .. t&n-.:a ... nt on tu~.<t ;;clt.r. bill tnJ t;;ct it t-y • 

. ;ell, if' til":! Cl r: g<t it turoucn , it .·.oult. he swtll. 

'.l. (l\ ~ .lh;lt.s, t ,lCll_, l t. ' s c ut to £~ t o the House, 
<.Ccsn 1 t .:.t·.• Lv<.-> t ae wn:>le Lill n<>VC to go beet< 
t.~ tn t- 1.'1 u~~ i..t:.u Loc: vJtt-\..o. .. r. OVt.l~ i.i;. i. I, o r just 
t~lt. :. ... tt:l,.a.€z"t? 

.. e;_l , I s houl-. t nir.:< it. .. o ... t. L< l.ut .. holo; bill, 

.... n C - 3 L w:n,, . ..._ :ro - .JGJe t:'' .:or nt> t.w •• t=:Jt o f tn: t 
t<inu . 

olv-. lJn 1 I. :;10t:'l~ l.e t <.:onftl'LnCe W tie r . 

Be <. collfc r" l t:c , b ut it ¥oo..lu cv.ue ~,· t:o tnc 11 ->USC 
for ~ vote on tht conf Erence rL~ort . 

1n t: r;u tt€r 3$ 1 .... o rt.Ent t s tnE-t , I S Ll.:t ... lc tn!.:t .. t.l~ 
l.. J u.St. ..!VUft.:L•'-"l.: ••~ <o£iC l ~i<. f.:>t~ ~ tiJ .;se; VJtt.;: • 

.. !;<(f o r lr.~tru..:tLH:, . 

Tnc;; w. ul~ t: l t blna t n.: uous" vii< UlL tter ~s im, ,or tuot 

< s tnt t . 

I s:1 ~ .1,, th in,; so . 

.. ~ s ) Jur tn HJt;ilt, Herb.ort, f or the bill t o t. pply only 

t:> FL-C~ti bo~ds? 

botn - futur e is.!'u.,s . 

f.ll ls s ues . 
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,.ft.t:r toe d>- t e of tht: ent.ctmo.nt . 

Br v .n Wb.S rec.jy 
r r e ~.- 1 1 ov.:r i n 
c~.:t r l ngs 111 tne 
Nu .. , .vh .. the r :>r 
nt:t rings - Jucs 
.m t11:..L to.ing? 
Jr fi ve \.~e:{ s . 

t v t•eport - 01 cours", t ot uct. r ines 
t ll~ cienu •~ but t ue r ., iu VEo been no 
lious il o n th~: tbx- e:.<em.- t .,uestion . 
not t ou:~· woulo.. h & vt: to hold 
the uvuOL M v~ t o 1101u ""'" rings 
br-o~ol. 1 ., JU s'-c , rl} ~ n'd four .·:e<.:ks 

: • •• , tu ... y co~l~ t~ .te .. i:J \.Lsti.llony in tne Scnrte . 

~ut , .. J.acL~uy _'\: ,·nt i •• t-t<'- l , • .J t..i u r. to r t: f c r l t t o 
\.lat.,; ,.~., 3 " r~~ ~et !~~ C..>~.:.· .. l. t tt t.. f o r cons Lie.r;.; ti .ln . 
"'·-.:n t."'=-' t j tl'-Vt t o go ir. t o ll. Lg::.ln . 

T ...... ' ·· ue u~ a ..,:..in::t l t then . 

H.F .:~ .. .j ·: f t he co uL .; tr !.u t n.., 1·->n-.t.s t !'t - ttlC)' 1 r £ 11l l 
·:.lu blt , a rtl!'. ' t WJ EJ 1 at ~v. t~ .JU~ ,: .. c rller Lit t.e-
\.!1, .. tilL f ir.t \ :ut t-.td t J "t t. .. ·. 

,;~ 1 1. t..l (...W a.-, ~.,.;:,.!"1 ... n.· ."1;1:,"'1\.l lt., .IJ::,\:~,. th.t- r.e·;.· ~SSUt:. !J 

l•>t ~Jl-...-rt • 

l;\l \...,1.1.63 t.r\.. eX\. ..... t fr•J.u 3Ur't.. .... ~. t~ -.XCC.•t t Oe ,...,r c. -.•:c. r 

.;_., .;:;IJ.c~ . 

1 t lsn 1 t - t n.: l.o vd·n no;nl. l.unJs don 1 t nur t .... 

.i.t 1 s t<• t s t <. t e bon-.~s . 

•t ' s ~ae s t £. te b.>nu~ Uu t clw-t . Tn~oy • r e tot~lly 
l.t·;.. -~;>.em.,t • 

.. ... • v.: got "bout fuur b illion l.lo lJ.a r s wortn of 
ni.l t es ful ly t ul.-eJC empt; ':t.re~o&ury bills ere fully 

t t:.). - o.:.<eiD~ t . 

1c.ey g o o ut ..,uic.tlY · 
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.. t can r oll t hose ov.:r in five ye~>rs . 

Fvr the stt.te the &billty t o t r.x tn::>s e bonds ::ould 
bE •. ui te 1mpor tunt . •ne lllili ty t o t < x t ne int .. r es t 
un Unit ...... st~ ttS bOIIuS 1/uuh. t." <,U1 t;; l !n;lOrtt nt t o 
tn;; ~ t< t es . 

•h~•·t: 1 s 1:1 Oill~O•l ~u llt r ,; Jf tile stt tc;. b.)ndS; 
thi t : s , 11 .mt ..:>!" t,,., (,.) bl.ll: .-r. t. rt< s t~ te . 

vol-.lv!l . nll~ t !lty'rt f iJL) t<ll.-t.<e;,t j> t . 

.. . ;n. U it be t.t &~l fo:. t.~ lbl .. t~ c vnsider t nc l o..o!r.g 
su~u [ r €=l .... .: .• eJd;n \; t :J tru .. t., in so fr-r f. S ~.r ) ot' 
t. ...... :,L v .. tt:; t~nu :'..ng :: t~ .. tc bot. ... ~ • rc Cl. ll ... ll~;;. , tney 
~.'l .. H.tl•- t.~ r ~fUl'lutU ~ t t.he l. t l~lit~t CH llt j-_ l e C.l! te , 
uv t t~ >. - ixelil1Jt? 

l .Ju ' r<.. ~u:o t .>es trvY inz ll tt. t.: ••it. · ' t s < nu ev .. rytning 
ut:re . 

I uvn • :: t.oin.< r .H. c:.n ..:1ctt. te to tn<;::. 

& ~u ' ll J~.Jbbol) flnu tn~y • l 
M:tn ~:::: t• let tue .:;. r ..m t)t:; t. 

~til ta~- o~fJr~ . 

be l o::>«ill<. f or 
~· t\..r!.t~· r"' l-.1tolt:-r 

sor;.e 
t 1.t..n 

"t.l t , i tt.l l j ·; U , Bt·osn , c..>.:a.C..nf frc:n. ~~!chigt.n , nts 
1..-'t .uJ.te ~ refur.o.~inb ,. r .>blcrr. tn ••t.cn11£<r.- n~ 
ll i:- ~ o;-1'. s ee - 1..t1u t1e 1 s vnblr4>~11 v l tn._t ~ llb-t.!Ot.U.11ttee 
th: t olo th~ lnv~~tiev ting . 

.:;.;lll..t .1uv~ E c onvcrsl.m cl:.u:;e in """re, bf. f orced 
t o t l..&c ~.- .; v< nt~t: e o f 1 t . "1·11e~· ' u ; r ob< Hy n& ve t o 
1-'·Y 1.. slie;htly otigh.,r ••• 

•· ro.:n-" 1 & sugres tion i s L~e rev.,rs e of tat. t · 
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~ ~~:.n i f c thinJ li~e tn« t wtnt t nrough, some 
.:~ t~ tt:s .1oula tlle kc sorue do:::.ls no t t o ;~y their bonos 
of f L t m<.turity , l e t tneo run . J. oU1G l'ina ::.o .. ae of 
thC ii• t ryin& t o d o s om,; tn ih& li.<t t tu. t . 

'i ou1r L 0plng t o f lnu I'll l~inu~ o r decls , rnJ eveh 
.. v t c m ,; D u i fl'trent ,Jroblem . " "" wlcniga n ' s 
,. rubletn is ;. tig t::Lr pr:>b Lt.:l t 111 :: r.o,1t of tn&o'l , 
.. !t .. ~ h r- \.1\d . .i3 ~nt lrJut. n o l tn: 1.. CO;l1:11i t tee . I ju~(e 
U., tne ~.. .. tl(;S t.i.)nS L;t"O•\'n 'J.tt l..! b~. l'o :- c= tu.~ ~o::.us1tt .;e 
u, t.-l., rt tn:. t i.>r 1 .. r. l.; t..>•r-t- t..; ..>ffeor SO'llt sort •:>f 
-.r. ~"''"nur.,,. nt. t o to~ .:~ t .• :n.; ~ r so.JJ"' so:-t of ~ bill 
.. .. :.:u .. 12.~ t i:.KE. C <-l'<- ..> ! ' tnc r .. ~·UJ .... lr.r ovu · t •. L ncY t 
livE :. ~• !'!; ::>f tnt :>b .~! • tl .;n~ r • .l:' ::>utstc·.ding in 
tut t.~>. - ~..<t.L ...... t cl~..:;; . .. v , t n:..t ' :; tnt :..!.t:ti .)f 
..... ~..il~ J ""'u ' :"'c go .:.n.g t .J be~..<.. a t..: - ,st , ct.o ~ cJ.o>r • t 
.. :. ) .. i.f ~ .J'..t c r n ll.:lt !t . 

. l~ · :. ~ ; ~ ::J"<.n t t:.:u . Ct :-c 1f tnc r '-' fur.ti lng ov " r the 
n~4.t fi ve :.·cc. ~·$? 

.jt.Ke tnt; r \:'funJtne v vt r th l: next f l.ve ~( t!' S cxe·~.~~' t 
fr ;:.~ t •tls s t <. t ute, in v th t r .. .; r-.~3 , tn<-t t h.,y ctn 
I"Li'Ulll.l trle l.:~J1(.1:; tw t < r\.. C V :'lflti l&J.b tllt.. OeX.t f lVt? 

"' el t' .J in t c > -~:,:x,_ ,j_• t L.~uns . 

In \.!l -.l~ ., "'~ !"- ..:, tn >v t : ~.-t..: 1... 1. t ft.. turt;;$ :;~ulu cotl-
t iollt: t J ~ )pl.,:r t'..) r .... n ..J tntr J ivl,. ;tt ..:· s f'J J.~ JUt ..... t.cr.ll -

! n, ltn,: ._• . () ,.""._~ , • ll toh. ~.o,!J.'"-.:..,\. l ... :-,., i.z-..; .. r. St::c e.lt=o t.•J 
i:tt.. • ..:~~.:r.g ; .... _ .~t~ . t. ,; ro.a c: ... _!. .• ~ l.! .t ~ 't!l1$ t.c x-t. t.·· ~ t 
t~uut,; .J V-..: r t11t. .Jf;.ri"'"'· -..; ! .. t~. u .. . 1\...: t ti v~ )ec.. r s . 

.1. r.t:.n t.1~:· ·.tUc ltt t..> utVt. t li .. J~ t v!". tat± ::.t:....rit • 

.J f t.n .... ..>in!. ... , ti.H'.s _r .to nnic:l t:.L)• ern r tfuna, 
i t' t.,l;.. t 1 :: ti'tt.. ct. .:;e . t~..:c \... .;:; (.., c. s ,.rcni t: s ~;-s , t , ttJ ' ·.J 

i~~~~ lJJ-ye~r OJ~~~ L~tc 11) tt~-~x~m~L . 

" .> UJ.<..r. ' t t1; V e t h " 1 0.'/C. r . ._; l t)' 0( Vt:tr oi t u.>t:Sll
1

t 
'" v'-' po.;cr t 0 is.;u,. i Jv-Y et r bonus • 

Fr.J!J tnt:. ~eg!s 1~ ~urc'! 
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'• h o. t reti l ly isn ' t so v .. ry ser l...u~ , b.,c;,.use tney 
. ; >- .m the sr.vlngs to t ic citi.c.cn vf :.a-:hig~<n, 
< t t.1e expe nse , tl.l b .. s ur t , vf tut ~ eder~<l uovt:rn
.llt: rtt , to t h<.t e x t ent ; but lt' t r1ey re& lly get us 
mucn ~os t•1ey can - d e)Jtnus J n tno.. tot~;l volumt. of 
.,uts t ul;uing. debt, but in t hl:. Cl• b~ t hey ' Ll pr obt b l y 
bt: t !Jl., t o oi o U.> t n ., price on t ut: s t r eugt u of 
t11~ t ~~ .1igh; i 1.. i S1• 1 t ; ~ &"'riv~~ c_; the t o t £.1 
vrvl·leca .;.s . 

I ' "" 1 i.tt t o s ee tne t uin~ ""~-"r"u , J ohnny, t-.> 
~.,t .. rwlne .. n1..tlter or not 1t 1 3 f .. o.sible to do 
.,v~..r) t nlr.s t ne r'r£:.1-er.t · s.tc .. in nis mess~ge >n 
\.ll h .mt bill. 

k ~~ , t~~tU~; ~ d~n't Se~ ~ tnerc 1s ~ny r~iSOn 
·~ t-i 1.J .• !'.:>r ~n,o..J .... ., t ) t. r ,: ... ~;;. tn~t .. t OL.6Ut to 
.-) .~.t. b., ....:v!•..:titu 't lvr.t..L t lt:t • ._.,'IE:ht . This Cl:!:ie 

,,,.,_,,;,_,, tnt ;.:rut, :; rl.gnt _, t.;t frJ .. , tm.t . ~ t brinrs 
LlltJ .c.;~ut. r::. c;nt ' ut Lr. th' J;en no.,·; i t ' s ;;i~<.thcr 
~· J U -0 lt <" ~ :.~:. tLt~r 0 !' .~Lie) J r j'ou Jon ' L ao i t 
t!) t Jtt.tl: r .Jf y .. ,Llcy . • t~J • t nin~ t n' t tntre c. re 

L,>t .-1· tnuse I\ollo.t~ ;·,h.> < <'t nialnt: ~ l..1ina t.ne 
~<:ns ti lutl.>!:~dty ' r .;u;.:t;nt tl.t t :.lll boo sr:~kcJ ~ut 
: . .... , o..n~ .. 11: uuve t -..; vv t'"' t'v t• i t . 

J.lh .. j ~ ... o ... l..;.r. ' t ~t:Et t ~h;. '•"''"'-t i Jh ..ln its ;:tErit~ t.\t!':j 

:oole- Y the grJ.m- t.l~: it .... bot lo be- ~or:e ty 
..; ... •.!-> t .i t .... t..: , ~ .. , t : ..J~.. ....... uc.z. t. . 

i t..J • Hell., wu;. Uu n ' t 1f t .JtAt ... .... tltt"t;; tilt. cnr l r·=:t.u 
.... r t. ..:Ju • .::.tte-c. t.J .tltrtC. r -;..: ..... : .. u.."'n.;t tlons t.J tae 
~t:::~l'"'t.~rl ~.s t · .~o~: t.e Nill rrocee\..o. ' n t t.-is tning, 
:;ut.tnt.r by trYH•d t o gtlt ~n u:;;c.umc.nt. t o t ilb 
.t rtl.:ult.r ~ t..:tutt +Jr 'si< in tnc .·~t!~S End ..J tc.ns 
:.. Jtd:ti t. tee - tnc vulJ-.;:.J:.•w t t t~c. uf t ne l1ays ~no 
·"~' ns to st~:· t exvl.>rl t:t: t m•L tning . ·:e might 
&V up - ::£ migh t t sK "'ot..gtl t Jn, .l.f ~ ?.t,; uec i oe t?is 
1.; t n.: .~:., t o Jv 1 t - "so< Dough t o n , or « s;>eci " 1 
~:.. .. cut.iv2 .Jt:e t.iq~ .. i tn hi~ "ub-cv.a.·,ittee, t r.d then 
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,;J Ln<~ lB:t l t before ni m c. nu c.s.< uim to ci ther 
tl..te i t in the f o r m of " ne •• bill o r &s &n 
• mt:nd ... enl: t :> t ile o l a bill. I 1 11 uo vm. tEVt:r 

:72 

you t ll t!M wi se on thot . ~ IV<.nt t o ge t t he t hing 
s tLrteti . I 1 u like t~ get iL o ut Jf t h e w&y as 
.,ut..:.d~ a s ;;e c~n, onJ get it out or the 1my 
be f o rE< we go into t h e Jl:.in t~ ... bill. 

). .. .~ . 

I uun 1 t .. &nt t o gt.t tnL c thing cor.rusea nitn the 
.:Jt 1.. t < x bill, bee t u:>c. i t 1 s b~,;ilJ ing ..10::- e tro~ble 
for ~.~ . 

•·I •'- : .' vt: been .. .l,Ji l&c. t ru t Lnese o<. ll..-1 .:;:.ciLl Secur1t> 
•ltc riq;; ;;i l l ge t over u,> tnvr~o, but tu.o)' ju,; t seem 
t J t;;;J o n t..:.U in.fini t.u . . J. .i.ln' t n.ra:» .. no~. in tuE. 
~tvil lvng it ' s g.l i nb to be . ?rob~bly tnre e more 

e e.:s . 

•' l" Jbt l:.ly , 'liley kno., r i gu L no.: >Ill:. t ;;,u;, ' rt goi ng 
t :> u u . 

1 ,.,.._~ t. t... l:<ing ·11t'1 Jo nJ: . . 1..! .... \) rJ:.Lck t r. ... a sAea - ~l:n 
.10:. :;...,.;n tneq 'ro;; go ing Lo l' lniah . lney J•m ' t 
.<nv .. . 

.. .u:; • :- c;. [ :,-!~S tu rt. tJ rt vi • t .u.; -v~·6 cr, t .. L~ !-'1:-h t. . tt! 

_c..._, .... .:>.:. tae:. .... e:.i l" :-~c: :·..:e:. t t :.:c. .. :-• ..:a·tc~t;:: . Tftt. t
1

S ,\'n: t 
\. ;It) 1 1'<.; .;Ji00 t;O UO • 

.... c;~"-' r-\... ~~ Sii.~ tntt thE wa: :•t. l..t.:"J 1S S'tu tem.en t tll O 

-ll u e t tJr of vunu i J::1Jressi vn no t J lllY :>n tne 
C ,..,ml tttJe out on !! l l the r.Jtml: .. r~ of the nouse, 
~o ttltot me&n :> toe; .::omruittee l a goin,; t o a cce,Jt 
tm t !Jlc. n, in :ny o,Jltl l on . 

out i:.d .vu\D.d y QU mind tt dng tm t job on : nd Junt -
I mu; t ' ~ :mf'css I 11on 1 t. m ->'N omout.n c. bout tals l.,g is
li. tive p cu ..:ESS tJ .,n.>w wn i ch i ~ tne: pro;>~r W&'J t o 
l'j.> JI'Ou..:h .it · b..lt i f j ..lU1 ll Lto lll: un thc.t . ~b , t o 
r.:~urt: .;ut ~ ·;;l t o d.l H ~nJ t n .o be s t .Ky t o do 1 t, 
... 1~, .1e ' ll re ;>;)rt t .J t hE se.::r t t~> ry . 
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.. -.._ .. , JJ n nn) 1 i: • ._, SUt'"" [ ' ll b\. VEr. ~1:.~ t .., \...0 

... v ....... t .i :nJ ~ c : n . 

: tu~ :..,: "' ~.o. 1 l .. •l~Vt t v IIILH<.t t.o~.1 t:' l u. .. \: i ~l...,n . 

l .. ~ · ... ~!< . 

I' l.l uo 

·J i• l 1 ~ ~ _l t'~ ... nt . •.Cl' t "" .• ~ nt. t..J Ou i s t •J t:et :;o•uc 
v.: ~;.· ~ ~ .. '\.v d Jn 1.: iHc t'" l u . t... .. ~ .. · i t . L ... v r. 1t 
•• t. t_. L"' - - t .. t.. .. ' t. : ! . ... ~~ "', 11 ..o~ t.. t. ' s ·J fl~t.r C:!l ,_.~: ... r.u-
_, t t , t.l · ;:; t n ..:.:.r.. , ,, ,_ r .... t. u.. r . . ..: Vt. t..tt ... : ...:!. toiL~ 

.. ·-~·- ... L . .:.: .. u.· ... t: ...... i. l :> : I.: ') f t r.t :n . r I n: 1.\.. 
.. i · - t ,,, \..o..:._..;, ~c:. L .... u~ v .. t.h t. •• L,,_.>t.r. . I 1

.# .;ur ..... e;;. 

..:.._ r • .__-t. t. •• \... :::, ~,. :.-. -·~ ... ~. i. ~ ...... l ... r ... 4._.1 i.: it .:.=.. __ •. • 
· ·~ '-- - ... ~ .... ho..l--~~;! .t.~ : ;•t.. 0 ... ~..:-.t,. t "" L~ .. ;.:tt..:. t...»..:r ~- :r 
\..a'- • .\.~~ ..:~ o...:.\r ~\L .... !. tlt\. ~( .. :7 i ... n :· t.:. \.. Fi:1:.r . ..: t: 

""., :tttt . -~- .> ~c : tlll..t ' ': ~: i ,. ~ :n.: tol L .illcu 
t ....... . ; .!.t' .. . t t.. ' ..!: .,, *n ... : .~ c er-t· :!"1:·. i ... t.l . l. • • , 

t~ .h \.. •\..· r.r t. .. c Cit. :t l .. '0 l.>.J~Cv i ~ t€L~· ~0 t.h t 
;; -.,r~~ t\._, th~,. 1LnJ ll.nt ~. w!.tt i • o !' .!.-t.T t-.... i e.~ ln 'n taL 
~ I..J 1' 0 .:: t.n ~... .. l;.Ll t c 1 : n vet ·.1 11 b~... t.t tCd";. on 
t..11+. , ,,l: . .... i"' nt:: . t •. I l.ni~o ·t t.lw.," lt t'c ~ 1 11 ... : vn 
, , , .. i • !"j t.t1LP t,, . \.. l'tlt hl..· \.:I..U.t' J( i ~ .i.r:~ . 

,_J. \ \, - ~ 

tn~ 1.1.., ... a ..• 
.: · : 1~\. :. ::> 

.: J .. v\. •· ... ~-

..!. \. I '"'t- ' :'t. t: t'~ I ..i 

I t t 1 • .C 

n; r , t .... r J . ! 
. l } : -

I • ;. .... ..: i. ~- IU. . . ' .·• ro. l.L • ) 

... \" ;•: ..... :.l ..: t . 

!.. : ) 

: ... \.. _: .... · • t. 1 r , l .. a S 1 ,;,_,_•!. L i t:: • 
. . 

I <.: ~ ~~ I \o. t.. h .. o.J t; t.t. j • l.~ t; 

... ; ... .. " ..:~ ..: ...... 1· it.lc: .:) . .t! L..:u .1l ll 
t.u.\. w!.· t,~,.- vf :.,-; . Yo J"ri. t.1 >.t..; 

- t.u.:.t '"' :: :J • 

' . .:· .. ' t. t;..,•-; .1, · \. L U \. 

• t. l!.IIA 

.. . )~· .. t .t'- ,;:J : _ .. 

· .. t~ .,._- t .. '--~:- t. ..;o 
, 1•._ ...: ... . :~c t t~ne .... ·• 

• ... :..:11 

.. 
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f r om st., t e t axh tion t>S & mo tt t:r of contr &c t with 
tnt! ,>urctleSEol' . 

'lht.t ' s rig nt • 

.1. t coulo n.n e xemp t them fr om b wer c 1 t exe t i v n . 

'• .a.n t ney are J1ellbliz1ng t ue .tol<ler s of Feder al 
r nus to tn~t extent • 

.. ell, l t t 1 S ;:et f l ong . •-r cuie , yJu got c n;>thing 
, lse? 

ri~o rr;,r? Lxcuse :ue - I t uir:t: .• e :>&s:;eo by ;!r . 
Gn Vt<S . 

- <'- n :l;; the .,u .,:; t 1on .>f :;, st: to..ht.tt i t h<e t Dougn t on 
~~ ~ < .tt..> J'-'~Lt<rut :r . he .11 ntou :. r .. ply pr t~p& rcu t o 
... ~v ... ..>l; tn~ fl .lvr iu ~;ns .e::r to '-Ongressma n Heed . 
~~ i .. tlt 1 u li.t<: l t U) n.>vn . I : ::.x <Ja Bluugn 1 s .ttt.n -

i31Jut•t is "' '"'OJ - t..> l' '' '-tlbL'._: :. t <.tt<!llEor:t . .!t:rbe rt 
St1u tid u l-.i l;~sy ycs t.rut.y 1 but stiu he ' d £to t &tit 
tnis ::lornlnf' . l s t it r t r ignt 1 rterbert? 

les . Uh- hWl . 

wo lloo nh ... n ' t g o t aey st;. t eut.nt y.,t? 

l· ht.t .lots ne wtn t , just c. vli t i c>l C: o<:Wlt.nt ? 

ne .. ;.nt s ;. s t & tCJler.t a bo tot t a l ::mt; t 5 tn" vne 
R .. eu maue

1 
,>ointlll{; o ut 1.0 Re.,u th> t •u: 5Udfi.' Eors 

"" ::. ~riou5 le.l'se vf w~mvry 1 llh.l.ch he :.ccu se 
!JoueHt on of m v i ng . 'l h u t go t under Dougnt on ' 5 
s~1n . tie ke p t r epea tlng ~na t - thb t need i s e 
vt ry ~;;oou f t! llow

1 
but so:o .. iw., lost his ::terna r y 

o uring tnat s peec h. 

wo I ' o just passi ng t he buck on t hat . 

l .l wboo1 ::~e o r rierbe rt? 

Regraded Unclassified
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"ell, I t aougnt lierbert t ook lt, so • • • 

noy Blough is away , and 

rlerber t stop;1eJ 1 t o n th~ wu:y . 

:1s 

wloU£0 1 S st<ff is su~pused to n~ve so~etning this 
t •• J t·n l ng . 

~n-c;r'"'';:, _ 4 .. ,.~ta\int: uu tnt:: , .. , t. ... s , but.~- .D~fu< of t.ngl&nd 
-:~·n .... .._ 1 ... :, ~stert.t.J .. -...~ tnt ttlc::n::>ne tne~ wt: re !:i:i.:>. itlt; 
-. 4 J, JJJ , .JJJ Jl t,:OJ.o. t,.e t.J.l...a o l' t..1ls ,:eet< i!'l antic11us-
t l .:>n o!' < ny eJJert;tln.;y 1 nu t .tl; • re 1-ll follodng toe 
~:. ..~ . ~:. ~\t.t .. t:rn, tn l.j' ' r"t; nulp.-iut; tn.elr gold '-bout t-s 
f~~t •· ~ tne b.Jt t :; .1111 tt>.tE i t. 1hey ~O;)(. thty uo!l 't 
.t~. \'1.. t o t. se i t, but t.~t )' f (.Cl bfotter if t he:;: ht·ve it 
;J V~< r •. .:rt . 

I !Pt ' r epJrt yc s t. .. r(lt ,, •. r cnil - .ht.tho; r or no t 
11. 1s .> f >- l1Y V~iue .;, r :.uetht.r t th: r., • s ;,ny truth in 
lt., I ~on ' t ~'~~- t.nLt ~),JJJ, .J~J c &at ~v&r h~r~ 
ltSt NolEt: ln !OlU b> >L r t:!!l ,J:>:J t . 

Tn~rt .. ia ~letter 

'l:h b f"llo:: t .JlC me - 51 iu th .. r e;,son i'lE <nt .. golo 
.. ·i ~ ~ J.tl~n..., :>ve t~ her ~: by :•t rc<;l :-.)st wf:s b~cruse 
'"" •I' tn" s:..c.<s br o.<e Ojlvll t n<~ ou t IJOP;Jeo s.;me 

t.<>lu , t !'lll oc sr hi Jne of Ln~ n~nciler3 picc<eJ "" Lhe 
jplc. IIUbg "t 0 r bloc tl v r .. n: t .:-ver 1 t 11:.s c.nd ,.ut it 
tn<.:.t in the bq!; e nJ. tieJ lt up . 

··~~ I ' ll bet it WLS E ~ tetosnlp mLn t olo you tn~t , 
t .J.J . 

I t n<.S ' Customs m~n . 
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Uh-hun . 

It ' ~ o f no special c oncern - it ge t s in t he 
iwp0rt •••• - it 1 s of no s oeclbl c0ncern except 
f o r a point t h a t ls being r a i sed by the British 
uov e r nment . 

~here ' s ~ lett er pr e pc r EJ t o the ~est Off ice fo r 
yo ur ~ign< ture to go into tb1..t . We 've t aken H 
U ) •·i th t uEm s .. ::i-o fi't.:i&lJ.y Jt v.:rr.l tillle~ d th 
rt:,;1. r c t o t ais -,uestlon . ~:e don ' t ••& nt t o

1 
get 

it t o.> mucn into a J< c of f or c ing the issue . 

::nut's this let~c: l.ling , t.s:ting tbe !:'ost.'1:>ster 
Gencrt.l . . .. 

·•k. t t.te ..:Ln d.; a b.>u t t..'""" .o.rt1~ular shij)
a ..... t.~ fl'Oill r:.<c :lC€. ~ nil o..n6l'-Dd . 

You m.,~n ) OU <~> nt t ) st,>? t bl . .; c•mln!1 b;; parcel 
C"" "-1 ::0 t:. 

J. no hr:t~sn \.i :,)v~~tucnt tu.. J ;....;,<c.~.o us to sto~ it , 
i.4n..l the p:>S't<..l 1<. .• ::; ._ ,. ~ " .> t <.llJ~r the urisJicti ~n 
.:>f this LIC>J<.rt.:Je. .• t , 'no t nis l et t e r sends ·, co~y 
.>f tn t! no t e tor. t •:t: ' v., t·~ c ... .:. v ~:~ frC~rJ .) Ul' fll< n in 
u ota.J..:>tl , wn i..;:l ~L Je ~,.l rec t.ly Oc! .. tJ t'!- ther t n8n 
t•tr :> u;:h the ... t , tc Oc j)t.r t..llcllt, . . . 

Yes . 

t... utt o.s~s t;net.: f~~ tneir sug_t:..itl:>n~ : nd ~dvtcc . 
,..n~ in the aec:. nti~e ne 1 va t ·)L.J tne Stc: tt; De:Jt. rt:t~:;nt . 
l. .)U .U V E; 1 r.rcoi: , nrV~!'l 1 t :/ ' U? 

1 c l e < rea .vitn toe Stt. t • · • ney so.y it' s ::.ll . rignt 
to i'> u aer..J • 

It' tnls thing c~me in dirc~ctl3, I s unose it ' s ~ 
,,<.~ostl :m of whet Fr~ncc 1 nJ .vntt J:.nglt·nd 1 nd whe t 
•:e C'-' n do t het ,·,111 <i e t l-l'IOlne 11011 f ::c r .,e ' r e going to 
..:.>.>p.,rc.tt! . 

' 

wis ten Ute Pos t Jfflce Dep~ rtment - the 'cy I gwt 
tt is t nis· Post Jfflce DepL rtment s ays that if this 
l3 t" b e s t o,>;>ej , i t sa.:>ula be s t o,..;ea from t he other 
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side . In oth~r Nor ds , the country in Nhich the 
snipment is made shoulo t~ke ac tion. They s ay 
thLI. <s lthough l.htlre ls to 1oostal ag retlment vlith 
rr~nce whereby e ach count r y will acce pt 44 pouncs ' 
Htlient in the mLil, there ls no thing t o stop 
~·r anee from ••.. 

:h>, t1.)t ..:n~llging tn: t; they c::.n' t :; too tha t but 
Fr: 1~t ~~~ sl~~ly s:t ; ''~ou ~111 1 t shi~ ~old

1

to tne 
v lu.'-- Jf ...a,:)re t.1cn ~..- nun..ar ..... uolltrs !.ri._ one pc.ckt.gt: . " 
Th-. • .;;;y it' ' r> LC-. :.u1ta t l do t.ut, the <'ost vft'i~:e 
th .. rt.. ne:.s r&~ :.JbJE:~ti~ns . 

"S lvh:,i ;:s tne:, u.m ' t J.IUt .~.>:-" tn<sn <s nun.lreu uollurs 
VtlJ.l' Jll i t . 

'In ... ~ e<-n ;-ut : n ru·b lt r ::. ry v: lue or. it . 

Tthl "u<lstiJfl I ' m :.~Klll:, .ls , .Ju wt ob jli!Ct t<J it? 
I~ l t >.11 ol, jt!Ctio m oo.lb prt.cLi..:e t<J be sul;>;•in~ gol d 
b.,. ,>:..reel ~oet': 

ns :n o,>er:!Ufli tn in::; , lt ' a .>bJt~ti CJll' blt for tillS 
l"€.Z:.SJn: t ru.tt y JU ~f!l 1 t f'liuru 6\)lu .... ~lnts :1t.n tnc.;c 
..n.-tnv m -,U<c .. titt~s bc:ln.:; tr:nl>ferre.oJ, anu •. ntn ,ou

1
!'t. 

>,•.; r L t.ln;; .. ito ~ngl. 01.1 on tn~ otn...r· s i ce, • iguri~ 
gol" 

1
>oints , when you c:n ' t fl>. tne<J euctly- lt s 

n~t ~ eood ioeL . Th~t 1 s ><Jut g~n~r~l trJ~ble . I 
sc ., 

1 
tn .>uln , t.n:_ ~ 1 t ~lt $ tv be ,_or"t;-J, J. rcl.. l ly 

taliuk , fr:~;n Frc-ne:e . Fr1uCt .,111 r t:c.lly ni. v-.. to 
u;,ve t~~;LJ. r s;,y . 

u t,o:; ' t t ne r'ostm~ rt .. r Gener: 1 aut.1~r1 t;.r t :> r efust 
t > a ccept tb~ t shlpoa~n ~ under tne ,J"S t '-1 l:.ct<? 

... tn~n,< ne caut.i , but "'d on ' t tnlno< .ve srwulo be 
... n tn~ ;J:>Si t i on -'f ht>vtnc ..~ur •' ost oJf.!'i~e o~er 
.~~:·c .:~too<e 'til< 1; .: they NJn ' t t.ccept tile ;>LCKl•ge . 
Tn:.t ' !: t:in.i ~1 !lr.!l: ttrtl L.:t.ion . oo e w~t to 
f l:1... 111:. t f r Lnce - ther<l ' s un o tner besiaes .. 0£ l :..!ld i 
r r~:lct .u.s :.n inte rest _n tnis . ~ t seeos to :::e if 
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i t. ' ;; E >Lng t ~ b,; stop,>.;.., , Fr:.t.ce OUGht t o ~nl ict. te 
.1.:· .. ll lln~ness t .J st 1p i t; t ht! n w t: 111 coope::-t. te . 

..L. 0 .In ' t Ut~Jt?rS tt nrl 
lt. . 

:n'j th t !rel sur:· ,;;.nts t o s top 

'lll't. ' .~ i;!J . J;J~,.;l: ~.-.uc., t l )u . '"" 'J f t. t~ t-.!:J I t-:n ·J.~ 1 Lnut 
" " •tJ.t..J 11< .; z ... vt:r bu.r, b r J u,;ht t ... :3/ at tention , 

.. i~ r ... l:. t ~-' ::o t l t.ly tl i.rcnie 1 :> :>ptr< ti ,1 ns 
.\;t ~ t c lsu c~lt. tt !: t.> ...: c:: l·t: 1:1 b r J(:·J.er .J!"iJbl~:n s 

._: t u C' ~.:.l"ECt i..> .... t c.C.ilt...!" .J;,.' nv\. .n .. ,il.. t.t 't0 ta.At::' 

t •lt= • J..,~t.l-r. ..> :' !..nt.c:rfvrlr.t . itO tue: cne~p~s t. Rt•Y 
.>1' .1~ .- . .:n; ~.:>h .. f'r J.'l ~o~nt C.Juntr.,l to t r:.:> thcr . r:o. I 

t.. ~t;.:-. u:.· ~:: U! • • ut: .:t!J!J blj Ctrt;.::1 ais;.~Iv~ntc.g~s , 

t h= "t.; ~.;-.t..;. • JSSibl., ccrt:.ln L .... vant s.ges; v r tnere 
.... .; o .... ~crtl..i:l b r..>c ~cr ~·~.Je\!t.~. Befot~t; it evt-u r: \; t::s 
to t.lt .:.t..-ti):\ .Jf l.lL •'O- l ..J f t i..:t:< , .. e Juga t t o be 
_n t p.:>J!. tt Jn to ~:.n .... . t dc.rtni t -.. ly ,;t.~ tntr ,,re r:unt 
t.; s. J, '' I f • -' '-" ..:' n tJ-'::1" Lb lji s to> ,> th ~s , we .:ould 
l il'\t; t) o\o V~..; ~t. .i tOP!Jed, 11 \H' " I t J.0e::;n 1 t Jb :<e t-nj 
~tfft ren~t t~ ~s ,'' or 11it o~u~n 't ro~ ~e tnou~n dif
r ... r cr.cu to us f .. .>r· us to lutcd".t·e ln any w;,y .Hn 
·o~L 0fflce consl~Lr~tlont . '' 

!b:. , ,.o,.; .!.bly A:-.:b1L nt:; lret....ty dett rmined thn t . 
1 d~n • t ~~o~ N~L ther all tn5: s~e.:t s of it 3t VC 

beLn c~nsid£ rL d , but there 1 r c n~~erous ~spects o f 
it tm t :-el a t e t o t !le br.): otr ,,uc.; t1on of snl ~f·ing . 

• J w t V t: e :l t t .) h;- VE. C n int" r!l: t i n~ 1 CJJ..ftH" t:nCt 1 

,,. " t ' J 
1 

b-! .J!' e : .Ju C J-..1. ••. R't-t: \. oy .ht:r~ Jr: :. t . 

.4 1 .u ..,.!.'t:~ .! ini fr .. ra the ;tv.it t. l Vit: .. :. f bO l o.! 
.J ll..:~ • Jv ,/t.; .. t ! .t. l ;» tt 1\\. l Jl) •• ttt,J Ul.!.~h · .• ~UlC 

. . t~rt\:.:C't.· ,..·.t th tae c ht.:t )t..""t. 1•tJ ~r ~t.::1u:.ne f.llU 
!t' ~ 1 ~~ c~ntL!' to l·ll~ ln~r · I c:n 3e~ nr~ni~ ' ~ 
. ' .. 1 t.. l(lt_t Clt;.; t' t i!'t c~ rt. ~ ln nist..u Vt!Jtt.e,!t-.: . 

J .M' - .,.; -~ tnt~ ~,.hut in ~.;,..: to.us ~us l .>u~ , t.n~st. ;Jt. rce l 
.J-'::t ~t.l,J:n.:uts·. ,'i e cv ulo r o-,ul re o,) tice ' nc: r e .... uir e 
t,nc .a t " c :>t::e ~n ... u ,.; t..).:lt- c ustv.!y • 
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• t .. ut s toe ;;roble.J b<.f~, . .. t11e J e;>« r t~ent thr· t 
n,, jurisJicti.>n u f tilE: lt..-. ll , tm, t' s al l. 

• tn lt.u{ We
1 r e JJ!01! u l l ,t.: JV.t,;iLt t o do . ~·:e' re 

s: ;, -n:: to the Pus t Jf! l.:t! '-'CjJt ,. t ;n..,nt , "fh:ril 1 s ., 
l.u t 0 ft' .J.JI :-nt; l t n J . ln~;y ' -. l i.-: L t .) ..... ve tt~l S 
~~~~c, • • ~t s t Jbt JJ fl~Q trtnS~Jrt~ ti 0t1 J r O
J-it.t.H, . "€ . U. Vt:lJ f :0 i;.l!JY.i' ol i:ot.~I"\..~t ln i t to 

t. t..~~t.. '- ...~ L r-=- ...:t y·..~ .. ilt~ ""u :1 it ." 

··~ , : t. ·. tsn ' t t. •• :.-'t . 

1~~ r LL- J r I al~n ' t 
!) t.J" .. l!1i •• • 

, t ~nt> it t oo 

:.79 

.I. Jlt •.) $( l.1 , 11 Ii" t.n ... Unttt"u ~ l.c l.es v o v t:t" tL.h:l.t is 
t-in l: ~ pin6 tnt t t:;.>iu >V\..: 1' u r-rr: bJ .Jb rl..!t: l _J\)S t, t11i~; 
t,lt' "'-' ;~Ill Li.)H uoll: r :, .. o rt.l o f f:Olu .ent. ~o·m 
tnrvui'h ):l tn •• t~e .. L 1 t _ >1 clue.- < t n i gnt m 
t.l'JCt\. ~ tO<... t nau no aut r ·.J .J O it, JUJu l1Vtt'11ng v!'l it., 
.~ :.:> t n \;!U~)' _~ r~y if I n., t )"-".r .~ nLca .. to .l.llc. u. t j•t 
t.:·~-·. ; l1U t : {ec t H; t.l r te Lil t.J:: ,:>ll:.!' S ·::>rth " f 
.; Jl. .. ! . ,, 

- ~~i~ . r~~ : ~ ~ 
v Vo.. '!'l.;E- . t ........ h .. ~"" .. 1 t 

..., t . ,, 

" do~ 'lf:Jl' !'~' 

v'Ll.;n? 

.;J . . .. 

, , ~.l ... .... ;.::.. ....... f ~ ;tc:~~ 

c: n. _ L. !J; c :-...:c: 

i ' .. ~l~G tJ ~s~ it ~ t~~-~~ 1·~ r tnc r~: sJn tn~t Ln~
tn .. r~ ta<.. t .• t~ r f• :J.,..; tut.. g l..o ,)o~n t.J 1 I tu!.r-"'=, is 
u· .,. ) but. tn: t ' 3 .-: J t t .H.; .J.J:l !.tl.:>n toe .... ecr t:: t c. r :,r nus 

t: '·"'" . 
· b · ~ 1 • ,. s o:-n~~. " ' .;.: LE-.". e; r- :-et t nc ~-:Hnt < J ut -· . :. •· ... · • ~ - - ~ 
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"~t.l vf 11ork livne vn tills by tn .. s teE mshio 
<:J .• ,'I n ~ .. .; .mo arE 1vslnw tn~.o fr c l e;n t ;>11 ft. 
'l' ll· t 1 .; 11ny I d :>n 't .. -.nt to Jt.t t clt> TrtLSUI'Y 
lr. vn u:>in,; some tnin:; l n r"q;t. r.; t o> tn"' tri
;:.. rtl t e . o •• • 

'1' .. ~ V :, ;;,\y t h " ur 1 \. J.J t1 .U V\. tdt~;n SUC!l a Strong 
.. ' J~ _ t i.,n . 

, .t.Y. .r .t' .J:l~t . Tu .... ~~~ ::1 t lu.n~; is , fl•u __ .:<.ly, I ~.>JJ. 1 t 
:0:"-f.. 0 rrer.J .)U!~ .l.'.!l Vit fo,;..>int, :.· ,t: the Post Uffice 
~l..~J: :- t. Jer..'t. a:.s .~ ""'~::! t l ~ t!ll.Se trt.:c. ties . •• .u.- t 
.1: ;J. t,.:_.i i:s t.nc.t. t 11€ :!Olu l s snt J,>ed on t ne outer 
~lat, tol- :·~r c. i:.n c:>untry b'-'t.; 6 11 tne ;.>os t ;.g t:, 
.. '- -....>r.' t ;:; ~ t : !>1 :'1£" 1~ cent ..:>..l t ~r tnyt .. in£ i -::to 
~vt. 1 L gat~ c wn t ~ut vr it . 

I'T\r t 11_;, b
0 

t':U t U!'l ~_ln• tcJ .~t..ro;; 7 u \.... i 1,..t til~ tJOStt (e j 

.Jr :tti b~ t..O ;,t iS • 

;;E. UJ0 1 t $.l.!.rJ trt ~;.C g.;J l O. . 

Tnis lsn ' t T.c.:~e .:>n ~ go L b: :;is; .itue ;>n : mt. r cnan
uL>~ ba3i s . 

Tnt c r a ziest t tl in, : s in •·U!'trt ll> - < ll tht f!Old 
h snt,>;:>!:~ :,y ~~~ 1 I , n>L ,>1 r~t!l ='"~ t . 

u.n. ' t ;, ' ·" t .> -.J \l:>:m Lo tnl Pn t. orrt.::" ,_,: ... i"t iu 
> n • l' i ..t lt:lt .:1 tn t n > c f l ll;>. . 

l'a~J- ...,,:n1 • t ,:,El.-1 t .. l .. o r ry v t r)' ~u~11 '-bout !.t. '" ... u.rc-
~·...~ r- c , I .:.:.or:. ' t tn..!. . ..t .. '"' .. .. t t 1 gt! t i !'t oJn it . I s till 
~: :. 't fi,: ure ut .vhy L ht:> <Jon ' t .>bject t:lec~s.,lv.,s .>n 
l t . B~ u~ t o tn~ Pvst <JfClce to .>bjecc, ~o t us , ns 
~ .ai- t t e- !" .:Jf ..::ons tint ex t>tloS\.. t n1.1 n,) r~::venue o 

.. .. ,.-: ' .i taL t? 

I :a.i a I ~:..Lteo .. ltn uov~o.rno r SttrK > 110 re.~ort;t'O 
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- lo-

, C' l J. v 

t u n~.u t n<o t ..:1 11 ig~ r. - 1~ tn;. t nis nr ~e·! - .•• 

• •• H:J been n;,tlflc<l b)' tne Att.;~ rncy Gcu£l':.i. 1s 
of flee ... 

'J. !ll. J ll i J tnirlj; I olu .. :•:l t J lh .... t :11 t .1ir<e ·•~n t 
J Ut tn: .:; .norning . 

... .,~; . "tl ~ , t nct 1 s r l L. In: . \. butt..;~neu ..lJ' t ort. . 

•·V 't 1 s but.t ;)Leu u,- no .. . 

T :li t 1 s c l;)S£- . -.·u· t. 1 s Hil l t r to l<l tn~ Sec:·e ~" ry . 
_vu ·, t .l i:-.,; is in J r j.:r . They ~oa l led i1 ~m u;> • 

Gv v .... . : ra.J ~ o:it i.. !'tC ct l~o. cv ttH. Jt.C.i.'( t ... r~l U1J on tnc r~hvne 
....... .r. t .1cr· ~ , j-......,t . ... r:"l-.....o t.u~. .• t l l ..> ut :~ r hL~n . I 
ju._.:; "L1!1 tnt:.,~ 1d lt;;.. V€ ai1u t. l \;n"' fvr ~~ .ulnut~:. . 

:. , J ommy • 

h O .. 
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').>erat.or: 

J : 

~ : 
f}?vcrnor 
St~rk: 

S: 

S: 

5: 

S: 

:.: . 

: : 

Hello . 

i!ello . 

Juet. a moment, s ir. 

He llo . 

G:>:>d m'>rn1ng , !:r. SecrPtery. 

G?:>d ~ornin& , G:>vernor Stark . 

I:Srcb 29 , 1939. 
10 :08 a.c . 

~1ne, t.rank y:>u. Governor St Ark, ...• • 

I h'tve no t r eported bacl>: to - - "'' General "Iatson 
this fac t. yet, but ~e •ve got tha t thing in good 
ehii;>E' . 

Than~ y:>u very much , sir. 

~d ! thi nk t.hct. everyt~ing ls t aken ca r e of . I go t 
Attorney GenPral F'renk ::urphy to •·or k on it yestt>rdny 
-- late yesteroay aft~rnoon . 

Tht- t. ' s fine . 

And the cum t.!l<- t you S'lOke :>f , :;r . ;'IH'tmPn ... . 

Yes . 

. .••• • a& notified lest n1Fht •••.. 

The t.' s fine . 

•• •• • to-- t o stand by and be r eady , Pn~ the Attor ney 
Gcner Pl through hiP Assi stant Attorney Genera l, 
::r. !:or~is , got 1n contact with l:r. -- rha t t ~ h i a 
n'l"le out t here · - ~prrigl'n -- t!ill l gPn. 

::illigAA. 

Tna t •a right. !.!r . ::1lligAn , and adv 1eed b i!!l t hnt 
Lr. P.ar tmPn would be -- elt.hoUfb he 'e n:>t r eady to 
so ahead -- ne roul d be pv~iletle . 
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Well that's tine, because we've got that thing 
broken and it ought t o all come together, you see. 

Yes. 

Hartman -- Hartman will get a lot or information to 
close your case, undoubtedly, because this thir~ is 
breaking, you see. 

Yes. 

It would be suicidal to delay it for t wo reasons. 
The public opinion out here Just wouldn 't stand t or 
it; we'd have a scandal; they'd all know about it, 
you see? 

Yes. Well now, Governor, I - - I think you'll find 
everything in order. 

Thank you, s ir. 

But there's one thing I want to ask you and say to 
you with all the sincerity at my command. 

Yea, air. 

That 1e that this man you spoke t o me ab~ut and you 
also spoke to the Secretary and you spoke to General 
Watson about •.•... 

Yea , s i r. 

Jim morris and the ot her man Brien UcUahon. 

Yea , sir. 

Ne i ther or those men -- I mean, the inference that 
I drew rrom what you had told all three of us was 
that t hose men were implicated in some sort of 
political chicanery. Now I want t o assure you that 
tha t Just i s not eo. 

No. Now, this -- t his 1& t he report I got; that 1t 
was reported t o my informant that ther e would be an 
attempt made from t he Pendigraet organization ...••. 

Yeah. 

Through a polit1ca~ friend of t heirs •..••. 
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Yes . 

.. . . . t o s t op it through these men. "Nnet. her they 
could or no t. I don 1 t knOYr, but that ' s t he re:>or t 
I n~d and I told the Secretary t.het I didn ' t.. know 
a thing a bout. it exce? t t.hPt wao the r ep ort. 

We ll, I just. wanted ..•• . 

' '/hR t he ;;pd t.o do WAll t o me..ke sure it. wasn't. true. 

vee . "'e ll , I jue t. wa:-~te<l t') cake-- I juet. don 't 
like t o have thet k ind ')f t t. inf:l, RO.:P i ns t. the chll rac
tE r ')f PJlY I!J.in -- a ny mt<n th" t. I ltno" so "ell t<e ! 
d ') to~se two men. 

·•:ell , I ' m e. .. r ul l y g l l'd to hPP r t ht< t. 

And .... 

I ' m e l ad t.o know it because it worried me . 

They are oen o f the very hi~npst character a nd they 
v•:>ulo n ' t be a par t y t o any such t hing a~ t hAt. a nd 
1f a nybody did t.r:v t o r e11c h them in e.ny wey , I ' m 
Just .~ositive t.hP t n:>thinp w.,uld hll?f>en , t hat ' a all. 
They are just too - - men of t oo fine chAracter t o 
let anyt.r.ing like th9t happen. 

Y?•t bet . 

And I j ue t d 16 n ' t. •·ant ylu to -- I d i r n' L r!lllt. you 
to go to sleep t onlgnt rithout knowi ng t.llPt we here 
nP ve got the coot tre.Leno oue confidence in t.hoee 
t , . ., cen and t hev wor kec ritr. t.he Oeoart.::ent ') f 
InternP.l Rev,.nue ve r .v cloFely. Toes· are -- t.hey 
hP ndle our t ax le~ iolP ti:>n over th ere -- I oean 
th~lr t a x ca ses ~ver t here. 

Yes , sir . 

And -- and ! J uet didn't .,ant to have ,vou heve any 
mi~aorehens1on about e ither ~f those mP.n beca use 
they' arP ~~rfectly s~lend id , ~atr1ot.1c citizens 
and ~ oinE a ewell job down here. 

Well , I'm awfully glad t.o ltno" thAt. ::or, t.!le -- I 
cen t Alk frankly and fre e ly t.o y~u no~, can't. I? 
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Oh , absolu~ely. Yes. 

Ther P seemed ~o be a ~len t o try ~~ ~ elay th1P t o 
keep ~ar~man ~u~ of t h1e case unt i l a fter t he Or and 
J ur y '""C over, which w111 be :>nl y ebout t ••) or t l".ree 
wc ek8 now , you s ee? They clo~e 1n A, ru e ~me .... . 

~ee . 

~nd ther e wPs a r umor out th~~ - - t~F L ~hey P.er e g:>1ng 
t:> E;e t 1t. stO?.>ed P.nd delayec u'lt.U aft~r t hA t ()r end 
Jur y ~hlch was pr act1celly -- well , le t chP t hing 
ftz•l" -:>ut ; thEo t. .,.,.e t.r.e idee , .. e got. 

I cee . 

knd -- bu~ -- tn~ t~trs , ! ~elleve , no~ --
to go eheed :>n that t h lne -- to strPight en t hE t hing 
:>•• t , ~.!'\CI t.he cae e i e br oll en her e . 

~d v•ith ~Prt~an I think y:>u r r e ~oin~ t o c lePn up 
on it. 

"'e'.l , I •ro a••fully e l ed everyt hing !:as t.ur neti :>U t the 
...... y y..,,, """nted 1 ~. 

YeE . 

'.nd ••... 
Y?tl see , cy 1nter ee t. l n the cafe i e t l:t<t ele,nt hundred 
th , usPnd !:iss:>nriens have be!'n defrauded ::>'.It :> f t hl' t 
o:>ney . 

Yea . 
And under rny oat h and under t be Const, i tution , l. t ' e 
my duty t o do ~h~~ ! c6n to rectifY t hat sl.tua~ion . 

Yee. 
r •ve been beloi ng Ur . ~orgentteu pnd all you fo l~e 
ell ! c:>ul d . · r •ve given Eertmen e t r emsn1:>us number 
)f leads . 
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Yes . 

And tf I cnn n~l~ you P~ any ~lee I want t:> do i t, e 

·'lel.J , y:Ju a re ver;t k intl IIIld wP a)or ectate t t.. I -
I ' m fZ l Fd '"e g->t tr. f i xed t.' y:>ur eatis f actt'>n , a nd 
I h)!)8 H g'>es all r lg.ht. , b nt I -- ! \U!l s anx11ua •• . . 

v,u ;;ee~ your 1•eather eye ?n 1 ~ Md oee th~< t t her e 
~<rF n; de l ":'~ • w11.1 y ">u .1l.ease , s lr• 

v,.~ , ~1r . I r;uer <>nt.e!' y>u ~r ... r e '1'11 1 be !'nne fr?m 
1ur end . 

:1-.F t 1 s ~!.ne . ?h~!..!~ ::'lu, ,nd tf ther e ' s .o.ny PJ\Vvrf:Pr P 
ec~E' :·")11 CP :i.l r-e l:>n~ C'1r~"nce 1'-t o.y e:v;>en~e . 

v,u cet ! ' 11 d:> 1t. . 

~.·n ~ y;u , Gov ernor . 
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Karch 29. 19;39. 

~l!.!OIWIOO!J FOR H.~. Jr: 

Tho onclosed was brought to me 

b)· nn American (Dover mind who) to whom it 

was handed by your old pal llonick 1n Europe 

t ho otbor day. You migbt bave BO!!!ebody put 

all this stutr into a one psga Bllll'lar)' and 

talk w1 th n:e about it. 

~ ~ 
~~ 

.~ 
~ 

• 

" ~ 
fr

-~ :.. 
\J& 

F.D.R. 

·- •• J' r ~;: · -::;rt:.,. .. '- .... .. . ~' 
sj I ,: ' 

:' 
... .... -

·1 • • • • • .. \• .. \. .... 

: ~-

.... '\ '~!".•·b · -- -... •..-' 

-

• 

• 
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IIE VOR A NDU II 

SUR LA liECJ!SSITB m: COI!PI.El'ER 

L'ACCORD TRIPARTITI 

11 Ware 19}9 

:ag 

Les diaocratlen ont en face d 'olles un certain nonbre de pro

blboeB qui leur sont COIXIWIS - et c;u ' elles ra !>euvent r ~ecr~dro qu ' en 

eormm. 

• 
• • 

Ce qui est en jeu nctuellen•nt pour toute8 l es Mnocrnt1ee , 

c ' cot le nalut ou 1 ' 6crouleo•nt de leur oystene econocique, .... ~tlen de 

leur clv111satl.on et de leur• llbertc!a. En ef!"et , le oystece ~eonoolque 

llb~ral est fait pour une at~osph~re de pnl x; ll repose sur la eonflnnee 

et sur l ' espr lt d ' entrepriae. Ln te~rion lnt•rnntlonale, oain tenue par 

lea PaY• totnl ltaires , porte directenent ntte1nte au fonctionneaent n~e 
du syatene l iberal . !ll e onpe ln conflnnce, d etruit l ' esprit d' ontr•prioe 

fc.lt fulr l es capitaux, nenace lea nonnni es , rulne lea f i nance•• 

Le probl ln"" eat de anvorr a i lea dt!cocr aties vont reotnr ~eo
noclqueoent a l a oercl d es Etat a outnrelaues et f alre dependre la r oprlae 

de leur pr o
8
peri te d'un apal aecent pollti~ue q>i ne d~end paa d'elle -

ou sl ellea vont , p:>T la coor dlnl\tlon de l eurs effor ts , neutrlll. leer lee 

effete deatructeurs de 11\ tenalon internat ional• - contrer qu ' ell .. 
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peuYent, sana danger pour leur ~cononie , • r oaister aujourd'hu1 , coll3 borer 

deaa1n"• 

Los grandee deoocratioo ont prntique~ent le nonopolo do l ' or 

lo monopol e du credit - le aonopole de ln puios~ce financl~re, Si ellee 

conocntnient seulenent 1l. eoor donnor leura efforts , clle• pouru.iont : 

n) dP.fendre leur syotono hoMni ,.ue at leur proop6rittl , anne qu ' il 

ao\t nu pouvo\r d ' eucune coab i naison de puisonnce• e 'y porter ntteinto; 

b) dlc!encher n leur tour uno offen. ive de nrosp~rite a laquello 

NlCUn~ ~~tlon n' est peut-i~re nc tu~ll~~rnt en Ctnt de rrsi~t~r . 

2 - Probl~ces congqno de• d~ocr~tie& . 

Ceo problccos oon t le• ~''\vnnto 

n) Aceroissecent du revcnu nAtionnl , unique noyen do d.:Veloppor lour 

rCo.n1ement . tout en 11J\\nttnMt leur prosp&.ri te et leur progrbe 

ooeinl. 

b) Retablisseoent du pouvoir d ' nchat des pays producteura do nntl hroo 

preciereo (ou, a 1 ' 1nt6riour de chnque PnY•• des r roducteuro de 

ces nntU•res) avec di n1nut\on corres~ndante du ch5c.."'bO dee PnY• 

1nduotriels. D' oU n6ceooi t~ de ln hauaoe des ontierea preaioreo , 

puiaque la deflation dee 'ri~ industriels e•t lnconpntible avec 

l'accro1s~eoent n6ces•alre du revenu nntionnl et l e bon (oaooth ) 

fonct1onnenent de l ' 6conomie lib~rale, 

c)Accrois senent du volUDe des nf!airoa necoapagne : 

1•- d ' une hau••e nod~ree de• prix de &roe (coindre oue cell e 

des nnt1~reo pr.nibreo); 

2•- de la atabilit~ , au~ont que possible, des prix de d~tail; 
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3°- de masuree destin'•• h ~viter , dans l ' aYenir, t outoe 

fluctuAtion• brue~uoo dot prix. 

d) R6tablisseaent du finnneecent du eonceree internetion~ ot dee 

1nvest1ssenents int~rnntlonaux. entrn!nant un aecroioornrnt du 

V?lUI:IO deS echMCOS a inei •QU ' un 8CCI'Oisseoent des d~bouches , Cl 

~ui pourralt enfin r endre poonible un abnissenent ~rnJuel dee 

barrier es dounnlerea et une suppression gr aduelle des contincen-

tenents. 

A c es ?robl~nee corvmna 11 n'est pas de soluti on ' ~PI\I'Pe . Le 

eo\ -dteant ~cc9s d 'une ~oltt1nue ~~ rlnrncn~~t , pourRulv\e dans une 

~eonon\e close , a sufft s~nent ltvr~ nujourd'hu! son 5ecret . 11 n'e•t 

rlu trt" oUft l ' ebaissenent proc;r es ft lf •lu n1venu de 1'\ vt e de lt\ nnttl'>n . 

l.laio l ' aceroheeMnt rapide du r evenu n~ttion"l dtu1o ho d~mo

er~tioa - nuss i loncteops qu ' ollos rostent nttointes par le choon5e -

ne trouve lie a l a n~eeui t~ d 'uno eerto.i "e expansion de cr.<di t . Or , 

cette poll tlnue ne !'eut ro.lut ro "~~ heureux effets - et Cehap-per 1\UX 

~~~rrs ~u ' elle con~orte (notnon• nt ln fnibless e de la non~ale) - ~ue oi 

elle est le r ~sult~t d'un pl An d '~n•en~l• coor nonn& ·~tre leo grandea 

<l"ooerntles . 

Le problene est de onvo\r pnT quels procedea t echnique• de coo-

p~rntion 11 eot poesible de promouvoir une telle pol\ti<(Ue d ' exponalon 

do er ~dl t eonjuguee entre leo grAndee Mnocr at lea . 

3 _ Problem• de 16 e tnblllt~ non~tnire et de lR r~culnriAGtion 

des nouvenent~ de cnpltQUX• 

L ' equilibro eeono=lque est ~Jourd'hui sensiblenent rral lo~ 

lea connnies de l ' accord tr l port lte. Los p~v• paTticlpont h eet neeor d 

ont done inter~ t a ~iter dorrn~vnnt toute rupture d '~u111bra ~netairo. 
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Car toute balose dee grandee aonnal~• peee aur les prix dee aatl~rea 

prenlereo. Elle porte ainol directcnent attelnte - aalgr~ toute nesure 

de d~ten~e eeonoalque et flnnncibre - h ln prooperlte lntlrloure doo 

nutroa PAY• • 

I1 est dor~nnv,.nt lnndi11G,lble qu 'a chaque nouvelLe er lae ~co

nomloue le seul ren~de envloacP.oolt l n d'vAl~ntlon non~telre. Los pnyo 

de l ' neeor d t ripcrtite dlspoo•n ~ en foit deo sept bultleaes du stock d ' or 

nondlel. Pulsqu ' llo ont le eontrale de l ' or, c ' est pretl~eQent d 'une 

polltlqu~ aonetelre et d ' une polltl~~· de credit concerteea entre cea 

GTnndes ftRt 1ons que d~end IUTtOUt le pOUVOlr d1achat de l 'or , ~ne Cel 

COnditions , t oute nOU7elle VAT18t\on de l ' ensenbl e den crnn~eS rnnnAiel 

pnr ro~ort a l ' or deviP.nt Inutile . 

11 n ' est pns queetlon de r ftven tr a l' ~~elen e tolon or , ct not~~-

oont de chor cher a nstrclndre l ' ~eononle de• gr~ds p~v· h oupporter dee 

v~letlons des tnux d ' lnt&ret do•tlndeounlque~-.nt h cor rleer deo n~uvenonto 

lnconeid&r~s d~ ca~ltcux. 

11 n ' est pas question davnntece de bannlr t?ut nouvel oJuete~ent 

dca nonn~es entre elles , pourYU 

a) (!u ' ll reste ntni oe , 

b) (!U ' 11 ai t une cause uniqu~nent Cco~onique , 

c) qu 'll n , i ntetvlen.'te (!Ue conne un eoa~leoent des autre a oJuo te-

cent s n~kesoeirea - econooiqUOB et financiers, 

On ne peut no t emMent conotd~rer cor.me ~v~..nt une CC\Utle ~oonontnue 

1 • ni eoent ~ •eo tenoione noll-dee mouvenents bruaquea de en~ tAUX uus u qu d u ,. 

t l,uea. Ces oouv~enta oont nppel~a h ee renvereer et a ae conpanaer 

ult~rleure~~ . On ne peut Adnottrc ~u~ , ~~~ l ' lnt~rvnlle , ils peoent sur 

lieu ~ dea nouvenenta d ' or consld~r~blea , ebrenlent l o lea prix , donnont a 

eyet~ao aonetalre et t aaoent peoer nina! u.~e hypotbeque 'tran~re eur 
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la politique economique et finAncier• des crondee decocratieo. 

Il f'nut done prt!voir, dana l ' in t~ret de tous leo paye &<lherento , 

l a regulari snt i on entre eux des mouveoents inconaideree de cspitnux. 

Cette r egulnriaati on eat d ' nll l eura la ~eule alternative au contrele dea 

chance• - qui eisn i tie, l a oU ~l eat v6ritnbleoent appliqul, ln con~~na

tion de tout l e oyot~me economique lib~ral , Prla sous cet angle, le 

problene aoulov6, depuh ln cuerre nondlale , par l ea oouveoonta de 

ce,pltB).IX flot to.nte , n ' eat plus inooluble. Ce n ' e•t pl uo une question de 

contrainte nationnle; c 1es t un probl~oe de coop6rnt1on oon~tnlre inter-

D'une fl(; on cen&ale, depula l ' nbandon de 1 •etalon or , lea 

direct ions non~talr•s eont r estees uniquen~nt nntionalee , et pRl" oulte 

souvent diverr,entu, Il i mporte nuJ~urd 'hu\ de r6tnblir ll. cet <lgnrd une 

certalne disc i pline i nt ernntionale , et de voir si les liens qui ~"in

saient autrefoio lea necen!soes oon~ta!rea peuvent etre auJourd' hul 

renoues SOUl una f orce diff~rente, 

4- Problece de l ' or et des Dfiti~r•• pr•ci~r es . 

Enfin , il exiete pour lee dtnocr nt l ee un problbne de l ' or et 

dec matiere• ,r~ci~r ea - qui a e~ 6 trnlt~ dnno un• ~~nexe au pr~eent 

L } ' de develOppO"eDtO qUi lui Ont et e 1\SOI CftC i o cccorendUD, vu !aportenco • ~ 

• 
• • 

Pour r6aoudre cea different& problbcea , certaiae nettent t oua 

l • rL·-iOD d ' une prOCh~iDe CODfCrODCO eCODO~iqUO 
leura eepoira dane •• ~ 

i n t ernatlonale. 
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Wsia 11 est une AUtre ftC60CiAtion - autrco ent UT~ente , puiaqu 1 i1 

fout !inir ce qui n ' a ete qu '6bAUch~ dono le preaier accord tr i pArtite -

autreoent a1o€e , puioqu ' il • ' ncit de a' entendre entre ~nt1ona qui afrtroent 

leo mcmec pri ncl pes - nutrenont n6ceaoaireo , pu1squ ' e1le eat le condition 

mene de l ' apai oenent eeononique international - et dont 11 n' est encore 

question nullo part , 

- Il faut aena d61ai fairo un "o"ve1 o.ccortl tripart ite, 

Le projet ci-joint eaenle d ' indiquer 1a voie oil des ooluti>ne 

pourreient etre trouveee a ceo probl~oeo urgento, 

Le prineipe sur lequel n 'te 6tabli ee projet eat le suivant , 

Il no • ' nett ? RS de 1ier pnr dee • ncnccnenta aucune des denocrnt loo; 

chucune d ' ellee dolt tsrdor son entioro liberte d ' action. Il s ' aett uni 

qucnont d ' instaurer une nrthode par lnquel lc pourront etre coordonn6• 

doe effort. qui , pour l ' instnnt , r•ntent dieperses - P.t pArt nnt ineff'i

cnc08. Le but recher che eat d ' oru¢1\orer ln cooperation hourouoen•nt 

inslnuree par l'accord tripartite , 

Leo nouvelles techniqu~• ~eononiquea et non~taireo qui eont 

propoa~e• vioent essentiollon•nt h neutr&liser les cenaces de ~terre , ~ leo 

rcart er, et f in&lenent h ,r~nr•r ~ 'apri• enont pconoolque tnternatlonnl . 

Elles n' ont en au~~· faoon un c~ectcre politique, g~" un iquenent un 

enrnet ere economique et finonc1or . 
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PIIOJI! 

Dl COIIPLIIIIllf 

.l L'ACCCIID TIIIP.u!TITI 

!1'1!111 I , 

Copet1tution d 'UA Otf!D111• de coordination entre lea Jpn4a 

4-'IWiytiop d.ea Change . 

.lr\iclo I , - Il oot coDotltu' eDtro leo diff,roDto J oD4o 

d 'lplioatioD dao ebanpo doe pa71 participant au pdooDt accord u.a 

orpz~i- do coordlDOtion (ci-4oooouo dhlf:D~ ; Comi te Coord1nateur~ 

Article 2,- Lo C011H' coor<l1Ditour eot eo.poo' d'wl ce r tain 

nombro de truoteeo , ehoiolo par l oo Gou~oTD .. eDtl ropr'"'"''"· Le rSle 

doo truetooo oct oooontioll .. ent 1111 rSlo eonoultatif, Ilo oat u n pou~oir 

do reco-andatioD auprh d eo dlff,reDh Oou••rn .. e.Dh iDUrooo'•· Ilo 

oDt 1111 pou~olr d'edainlotratlon pour l a potloa propro doe actlfo 

nDt l our hro cDDfitlo, 
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!I!IIZ n. 

Rh t clu Cswtt4 Cptr41p•t•ur pour la rsicultrl yttea 

4ea •puytetpte 4e caplt'Q' tS l a gpa£4ipatipp 4t l a pglttlque 

de er641t eptrt lte PlY' pfltloipepte . 

l!ppa6 de a aot1Ca.- Il t at observe que l a tenaloa 1a tarna t 1o

oale t n tratne parColt dea a ouTIIon ta de capitaUJ: conl1d6rabl u, qui aont 

appel6a ~ •• renftraer e t ~ •• COiplnet r ul t6r1eur•ent, Il e a t 1....S.h 

t 1blt de l alaeer cea IOUTIItnta pro•ltol r ea, aaia Tlolen ta , d e capitaux 

entratner dea cona6quencea aonetalrea durablea, tel let que d6Taluat1oa, 

baittt pr ofonde du chan«e, e tc , •• 

Il eat 6caleaent obatr • 6 

a) que l'6qutil1bra 6conoa1que eat a ujourd'hu1 aenolblaaen t r6al1a6 

entre leo aeiDaiee de l'acoord tripartite; 

b) que l et pays adher ent ~ l 'accord OD t r enooce entre IUJ: ~ tout 

duaplnc 6conoa1que , & t out • aanlpulatlon eol ontalre da l eur a onnaie et & 

t out ajuat•ent aon6t aire aana contultation pr'-lable aftc lea co-par 

In cone6quence, l ea rltquea de ba.htl du cho p entr e cee ~· 

apparaieoent aujourd'hu1 4 t r ol teaent l la1tea. Il raate cependant que l ea 

fbranl •ent a aonet a i r e l C&Ut et par let I OUT8IODtt TiOltntt de Capi t aUJ: 

peuftn t reaettre en queatlon cet 6quil1bre du chanpa, 

cu 10uv .. enh dt capHaUJ: peuvont itre decourac't e t , d'autre 

part, aeutralitea, crice & una nou••ll• foraul• 4• coop6ret1oa qui auc

aeDte lea 10,-81 d ' acUoa doat d ltpoeta t l u au torH6a aea 6tt1r11 d11 

d iCUrenta PIT'• 
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,tz\iclt I .- Il u t atipuU f 

a) Lortqut ltt 110unae11tt dt capltall% aont 110!'11&11%, ou lora~, 

a8at afftctan t d t a aontante conaiderablta, i lt o11t lit u d ' un P&Tt qul e at 

diepct e ~ perdrt dt l ' or Ttre de e P&7t qui ont lnt~it ~ e n r ec eYoir, l ee 

Jl'onde d ,.pli .,.Uon des cban&et natlonall% operent c.-e auJourd ' hul •an• 

illt erTtntion du Coaite coordinateur, 

b) lotalt 1l eat d ' autrea cat oil. lte capitaux eai£1'tn t de paye qul 

11e peuY<OIIt •• d'"'unir de leur or tant iiiCODYeniellh grana, Il " pr odul t 

&lore , t•une part , daDe l e P&Tt qui perd de l'or eolt un tl~honent 

d e l a aoDII&lt, eoi t UD phco!Mne dt dUlatlon , leoquth, l'&r oul tt de l a 

pres-elon ..... ltt pr i x qui en reoultt, por tent atte intt ~ l'equlllbrt ia

teritur de t oue lee P&T• d ' eco11oai e liber alt, Il ee produit , d•autre part, 

uno perte dt confianct qui r i equt de donner une amplitude nouYe l lt all% 

aouYnenta de capitaux at d 'accelerer l ee pertee d ' or, 

Dana ce caa, ai le Coaite coordinateur ooti., qu'il J a interet, 

pour 1 ' t llt nblt de a paya partlcipanta , ~ neutral her l tt t ortleo d e capi

taux de certa in• P&T• e t a t r ainer h l'bco!Mnt «hlhal de defiat1o11 qui 

1 •,.or ce aill t i , i l prend l'initi a tiYt de r eca.aandtr l' i ntt r Y!ntioa d'un 

"Cltarin« iatt rnati onal dee cban«tt" qul f onctionnt comma i l eat t xpo oe 

ci-&pr~ o. 

Cn peut explique r l t a ecani ... d t ce t tt internntiOD I D prt

nant co•• exeaplt unt aor tle cl e capltaux anoraalt cit la Oruclt-Brt ta«nt 

a n direction d t o ltata-Unia, IIUI Ceptiblt cit tairt baitllr Matilll tatn \ 

l a chanp do l a llttt aterlln&, et d't ntrafner par ..,u, unt baitot cleo 

prix aur l t aarche dee ltate~nlt et aur ceux de e au trto pare d'ecoaoal~• 

llberala. 
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Au lieu de f airo op~rer la contre-parUe dea aehah de dollar• 

par l e Fonda d ' lcalies tion bri tannique qui aorait contraint de pordre aoe 

or, ot de l aieeer· ,.ut-&tre bai aaer l a liyre , la contra-partie aerait 

f a1to par la Charint; international qui •• proeurer ai t 1 .. dollar a n4cu

aa1rea on tirant sur un c011pte courant qui lui .. rai t ouTert ~ catta occa

sion Jl&l' le Janda d'Igalieatlon doa ehanr;oa a 11aehint;ton , 

4rt4ole 2 . - Couverture du rlaaue de Sh'PC!• 

Lo r h que de perte au ehanp du Cloarinr; International eerait 

couTert par un d~ot d ' or ef!ectu~ auprh du Clearinr; par le Fonda d ' l':r;a-

li aation en !a•eur duquel le Clearinc Internat ional eot inter•onu, Le pro

portion do ce d~ot eorait deterein~ par leo truateea aui•ant lea cireona 

tancee (2~ par u :oiiiJ>le dano le cao du rondo brltannique , lequel no per-

dr ait, de cet te mani~re, qu'un quart de l ' or q~l auralt pordu dana le 

ayatea e actual) , 

Lee t ruateeo du Coaite Coordin•tenr auraient l a plua entiere 

Ubert.l d ' actlon pour d4cidor du •oaent ~ partir duquel 11 condent cle 

recocaander l ' intervention du Clearint; International , Ilo do•raient 

tonir COIIptl, ~ cot egard, dee raioODI qui deteraiDftDt loa aouTeaento de 

capitaux, do l ' affaibliaeea•nt on or do certaino Fondo d'leali•ation dee 

ehaDpo, de la aituation dee pa71 Tore leequelo ae dirlgant l oa cap1-

taux , etc . . 

4f\1el! 1.- Geatlop det dtrlee a pAf le Clear1ps lpttrnetional. 

Le Clearing aura a gerer lu dad'"• dont 11 auraeceep\4 de 

faire la con t ra-partie ( eterl in& dana l 'exeaple donne ci-doaaue) . Ceo 

deTiaoa, 11 pourra en fair • b~neticier lo aarche •oneteire d ' owi~no 
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dua ~to l.a .. IOIJ'e .-.a•u oou .. n uUlo. 

Leo den•• c'r'-• par l e Olearac, d 'une part. 1 .. o011pt .. 

ra~~te ouTarto - Olaarl.ac par lao J'c .. b d'lcalha\laa par\lolpaate, d•

tre part, 'J)ftn'alaat 4ouor 11- ~ touteo lu •nre• de oUrUlutloa ou 

d'aetlnU -u!ta)leo .., 1'Ue d'uae polltlque do cr"-it cooJucu'e oouo 

coordlllatloa de o truetoeo du Coalta Coor4laateur. 

11 aot ~ r_.-quer que l'o""aable du Q"oUoae alaol 4tabll ce 

ral t pao IODI quelque aDOlogle ano ll • 'caol•• de l •aaoiea 4taloa- or, 

aalo aloro que , oouo ce r'pae, leo ,.rlatlona du tau>: d'l.aWrh a'acl•

aaloat que par d4flatloa claao le PIQ"I uportateur d'or et '"a\uelloaent 

par 12p&Diloa do c r4dlt daDo le ~ laportateur d'or, loo dlft4reato 

utlU&aDt cotte nounlle a .§tbode auraleat ~ leur dlopooltlo.a, our recca-

aandatlon deo truoteeo, un lnotruaoat pluo oouple do coor4lnatloa aoa'-

talre iDtoraatloaale. 

Article 4. - Cwpenp tlgp dee aou•ewepta de eaplt•UI• 

• Pour upllquer le aeC&Dl- ell la COIIpUMtlOD cleo aOU1'1aiD\a 

de capl tau>: , oa pouroulTr& 1 •euapla e4opt4 cl-doo..a cl'eatr4e et de oor

tle dee capltaua eatro la Granda Br•tacD• et lee !tat..Ualo cl'Aio~rlque , 

Loreque le ntlwt doe ca.pl tawt •• produl t doe ltate-Uah n re 

la Grando-Bretape, lee offre• de dollar• eont aboorb"• par le Olearlac, 

clont lo coapt• courant ounrt anpreo du roods cl'l:pll..,tloa • 4rlca1a et 

prlaithaaent c1 4blt' e'a<purera par ... c r4dlta correopoadall\a, Lea cl-

deo cle 
1
terllnc 1 oo t utl etal too par le Claar!.JIC 'l"l lea Una au J'oll4a 

brl taanlquo, loC(uel qure alael aoa coapt• courant anc 11 Clear iDe. 

11, pour pouroulne l 'ouapl• cl-deaoue, le retlwt de capl

taua clea lta\a..:Oilll nre 1a Grancle-Bra tapa dqaaaalt 1• aoataat ho 
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aterling detenua ~ar le Clearing at entratnait ulterieureaon t dea aor-

tlea d'or e:rceesina dee ltata..Unla n ra l'Europe - e ... a collaa de l'&D

nee 1932 par o:reapl a- elora, lea ltata..Unla pourr aiant r eel-r .. leur 

t our le benefi ce de l ' inter•ontioa du Clearing, Ca t or &ani ... , dana co 

caa, eonaer.orai t lea dollara offerta et tourni rai t leo aterl i ng doaan-

dee en tirant our un compte courant ~ui aorait ouver t .. cot ta occaaion par 

l e Fonds d ' E&alioation brit~i~ue ~ Londreo, 

Article 5·- O.raatioo du Cleorlng, 

Le paoalf du Clearing oat eonatltue par le aontant do a tlrasea 

~u'll a eftectuee ft 'lr lea dltferonta coaptes c~ur;!!lts ~ul lui aon t ou

verta par lea fonds d'E&alloatlon dee changea, 

Son actif eat conatltue par 

a ) le a devleoo don t 11 a l a gll9t ion , 

b) la garantle-or du depot felt par cha~ue nation (Juo~u'a concur

rence de 25~. par e:remple ,~o devioea gereea par lo Cl earing), 

11 est clair ~ue, eul•ant lea rl a~~eo do chango, le pourcentase 

de l a gar an tie-or pourraH et devral t ~tre au91ond • 

c) UD fonda de reoorvo provenant de l ' u11lia3tlon act1Y8 dt Ceo 

deviaea. ll eat a oboerver ~ue ee f onda do reaorva •• cap1tal1-

•• ra et peut . au bout d'un certain no•bre d'ann&ea, conat 1tuer 

deo aoameo nulleaont negligeablea, 

Article 6. - AJuat • ••nt • nsiceeyirea . 

• u:r tru. toea du Coalte Coordl nat eur do recoa
Il appar tten t 

1 •• aJuotoaonta necoaaairoa , do li&Diha a faclli
aando r do tnpe a autre 

tor l a r ectification dea e ounaonta da capltau:r, conaido!reo our un ta&"pa 

aaoo• loa«. 

Cea aJuat•onta pou.ant etro leo aui....,.ta r 
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a) uen~aenh da.oo l a polltlque de croldH dea dlfferenta !)a:ro, e~ 

no~aaaeo~ aodlfica~lono dADo la poll~lque de oterilloatioa ou 

d ' actlvite dea deviaeo c'reea par l e Clearing; 

b) ame~ent teodant ~ lntluer our l a balance coaerclale, 

c) modlfl catioaa leg~roo - au cao oU on no pourralt l'evl~er • 

dane ~ parUeedea ch~U>goa. 

d) Au caa ou lea ajuateaenta preconlaea par leo truoteeo a'u~oe-

raient pea una modlflca~lon aa••• aenalble dana lA direction cleo 

mouveaento de canl~aux, e ~ oU le Coalt4 Coordlnateur ea~laeral~ 

qu.e le Clearing detlen~ un aontant trop laportant de cleYiaU 

d •·un payo d<!teraln,, ll appartlendrai t aux ttuotoea do procolder 

a la conaollclatlon de ceo devlaea en monnaleo etran~reo , pour 

apurer lea ooldea clea cllfferenta coaptea couranto , en o'lnapl

rant dee mellleura o condltlono do moment et de oroldlt , Bien en-

tendu, l'or d<!poae en garantle auprea du Fonda oo..un oontlnue

ralt a aervl r cle gage aux tltrea alnal eala par le Clearing, 

loaquela conatltueralont alnol our l ea marches lnternatlonaux 

cleo valeura de prealer orclre , 

Condgue~ • 11 eat clair que le =ecanlme ainol applique 

aural t pour effet : 

a) de pereettre una defense effloaee cleo monnaloa doe pa:ra parties 

a l'accord. 

b) de Ol&%'qullrun procrh trbo 1enoible dana la vole de la atabl llW 

c) 

aoneteire. 

de etlauler la confiance at la reprise dee atfalrea clana ~ oua 

lea pa:ra d'4oono•i• l i bra, 

Regraded Unclassified



- 8 - 202 

• 11 7 a lieu do paa .. r, d'ailleuro, quo la oeulo &DDo•o• do la 

coop4rth 1oA inotl tu'- par lo nou ... l a ccor4 t i tit • r par I e t ,., • pu.ioll&ll ta 

a 071D1 d'action alaoi aio ~ la diapooi tion doa autoritea aon4tairoo, 

decouracerai t d'aT&Doo "" roaounau 4o la ap4cula t1on. En 00 ooaa, 11 •''1' 
aurait que dea aTantasea ~ pr4parer , n'gooior et annoacer la a1ao ob 

oeuno de cette nauTelle tech111quo dane uno periode~calao du aarch4 

dea ch&Dgea, 

• 

L• atlcan1•• n poo4 ci-deaaua d4gagera1t lea pa71 part1oipaata 

de l a DOCOI&ite d 1 i=aobiliaer pratiquoaoDt UDO tr~l grande part de 11\11'1 

atockt d'or, eomme uno rtlaorve indiaponiblo dest in'" ~ la dtlfoaao de leur 

monnaie, I1 appara.ttra alora eYidont pour toUI quo, par oulte d .. de..a

lUfttiODI rtlcentea e t do l'accro1aoeaont do aa production dana lea dorni~-

rea dec.dea, l'or - dont le r8le et l oa foactiou ae aont 11a1t4a - .. , 

Sane doute , co qu i cfne oacoro la claire percop tioD do co ph4-

no!Mne nouYiau, pourtant declllf pour la proaperHe du aoade, c'oat lt 

f ait qu o la dgenae de a aennaioo. en rahon de la a eflance iate rnationalo 

et de a dtlplaceaonta accrua de eap itauz, n4ceeeito auJ ourd'hui doa otocko 

d ' or conaidtlrableo, Il n'on oora plua aiaai d~a l'inatan\ o~ UDI nou. 

volle teehllique poraUtra la r4gular1aat1on dea aou.,.aeata do capi tau. 

auraboadanee de l'or appard*ra ~ t oua lea 7011%• 

Le Yeri table probllao doT11D4ra &lora colu1 do a uaasa• aou-

••au ~ donner au aurpluo d'or. c•ut a quo le CoaH4 International 

pourrait ueoro Jouer ua r81• pr4ciOWt, on nco•· '"'•' et n coordcn.

D&Dt an beooia .,.rtaino procraooau d'act1on doo d4aocratlu , • .,. ~· 

la proap4HU ot do l'apaioeaent 4ecn .. 1queo. 
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!I!U III 

RCLJ: DU COIIIU CCORDINA'l'IOll 

DANS LA III SE IN C'IU'IU Dl CIRUINS PRCilBAIIII!S 

D'AC'l'ICJ DES DIIIOCRA'l'IIS Ill VOl DJ: 

L' APAI SEIIEIIT J:OCIIOIIIqul llim!IATICIIAL 

~03 

San• pr6tendre enuaerer t outea lea nuu~e11•• ut111ae t1ona qu• 

1'on pourra1t donner au eurp1ua d'or, 11 oet pe~1• d'indiquer, ~ titre 

d•exe~l•• ce11ee qui pourra1ent avoir 1mmediate.ent un obJet pratique 

at tacileaent rhlilable, 

La tr,aor de &Uerre d'une nation conetitu' nclualnaent en or 

r•~~le - c~ 11 eat expoae dana 1 •annexe au pr4sent .,,;,orandua - de a 

dangero at dee 1neutf'iaancea, 

11 eera1 t dana 1'1nterlt de l a plupart dea pa71 de l'accord 

t ripartite de remplacer una partie de leur etock d'or psr un etock de 

mati~re 1 prea1~ree, L' acquie1tion et 1a soetion de cea otocke int4rea

eant ~ la tole, et dan• chaque PA7• • la l!allque d'!ahlion, le 'lreaor Pu

blic et lee induotriea conaoaaatriceaj1i l .. rait n6ceaaaire de coacerter 

lea aultiplea interet• en cau••· De• • coap&CDi•• nationalea• oeraiaat 

cr44ee ~ cette tia : ellu crouperaieat lee achah de •• u~ .... pr .. t~r ... 

c4r'-l•• at dear4ee et ~illeraieat ~ la eonaerTation et au reaou~elle-
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• ent dee otock o ainei conotitueo, 

La foocUonne .. nt de ceo COIIpa&Diao auraH pour reoul tat : 

a) Wl& certaina 

b) una certaioa 

.. Sliorat ioD de l a repar tition de l'or dane l• aooda, 

resulari .. t ioo dee prix dee mati~reo pree i~rao our leo 

grande lllai'Cheo i nt eroationaux.. 

Pour do=er II catta action de resularhatlon dee prb t?uta 10 

portee, 11 oaralt oouhaitable ctUe le Coelte Coordinateur interYlnt pour 

eoneerter, la eao ich'-"t, l'act ion dee Co• pagolea National•• et pour 

promouvoir leur entente avec l e a cartelo do producteur 1 , 

L' utiliaotion de l'or pour la aolution dee oranda probl~meo 

fco90Jl1guea. 

D' une !~on gt!n~rale , le recherche de l'apaioe•ent econo• ictue 

international j)OIO le graYO probl~lla de la traneforaation da1 econo•laa de 

~·rra en ecooomie a de paix, 

De no• breux plana ont ete propooeo II eet eftat ; grande travaux 

internationaux, •iaa en valeur de t errito l rao afrlcalne et ae!atlctua a par 

dee Co~agolao eonceu lonna!reo Jouie<&At de droits etanduo at de pr 1v1le-
• 

gee opeclaux, coapagoiee fa•or loan t lee •oe ttlemen to• de r~fugiee, ate, •• 

Toue ceo plane partent de cette idee qu' il eonvien t de t ourni r aux payw 

autarcictueo deo debauchee nouveaux pour remplacer la euppreaeion doe 

d€boucheo ctu'antra!nerait leur deeaTm .. ant progreoolf , 

Cr . Juoctu' ici , toua ceo plana ae aont reY8lio inappl leablao 

parca ctu ' 1l• n•etaient paa a soor\11 clu pl.an de finaneeeant <tul leur au

rait pena.il cl ' entrar dane la r4&11te, Dh l' l notant all dee ourpluo d'or 

hrportanto 1ont det,ege1 , l 'axeeut1on de certain• plana de ee t ordra -

e'ilo etaient racoDDUI oerieux, apr~. etude du Comito Coordinateur -

ne preaanta pluo rlan d' l~uibla , 

Dane la .. aure all leo pa)'l inUre oaeo oouhai tara!aat oort!lr 
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de l'~t.rcia an doDDant lea apaieoaente pol i tiquea n~a1oaira 1, no

tamaent & 1 ' 4sard du 44aaraa.ent, lo Coai t4 pourrait , en contra-partie• 

f aciliter 1 ' 4volut ion de leur 'conoa ia vare dee act 1vit4a paclfiquaa ac 

reeOIIII&Ddact l ' aooploi del'or 11bao4 par/ lea pqe de l'aeoord triparti te 

& de tala finacc .. enta. C• n •a•t paa la lieu de racherehar lei par avacca 

lea aoda11t4a finacei~rea de en opaoatlona, 

llai~ 11 eat perah de pan .. r , par exnple, aux aooploh aui

vacta t garactie dee obligations 4aioea par de gracdeo aoei4t4a priv4aa 

d ' i nvaat i aaementa i nternatlonaux, Oarantie de grande aooprunta lnterca

tionaux d 1~Uipa .. Dt et d0out1ll&ee - 4ventuelleaent &TIC 11 &aee de aa

tl~rea pr .. nraa antrepoa"• par lea paJo eapnmteura. PrUo dirach 

d'Etat & !tat , en principe avec la mha 1&11; en partlculier prfta d'or 

& taux d ' int4ret extrh .. ent r4du1t - a.,.c •e..,.arlcinl" lo ca~ kh~an\ -

pour aider cer talna payo dace la vole de la lib~ra~ion deo chaniee. 

Garantia d ' obl1gat1ona emieee par de grandeo ooci~t~o de aloe en ~aleur 

de ~ritoirea coloniaux et par de ll'&Ddet coapa&nleo d''tabliaoea8Dt 

pour lea r4f"'i oh, 

Le t ra1U tout rkent dee Uah..Unh d •.Aa&rique avec la Br4a1l 

fourcit un excellent aodele de l ' actlon qui doit ftre entraprioe dana 

ce eena. 

Encore faut -11 , pour rwotlr dace catte 'foiao que lee d4ilocr, .. 

tiea a'ent~ndant pour d&sa~er, par una ut1liaat1on eoneert4a et plua 

ratloDDelle de laura 8 toclca d'or, lea d11pon1b111Ua nou•ellaa qui 

peraattront 4 ' entreprendra cet to oeuvre de palx. 
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10 Mara 1939 

--------------

ProJet d'enendon de l'accord tripartite 

In re.1 ta dee IM1>0 1 re • de Marco Polo 1 

B•&d•" eat une vi lle eonel• 
cUrable qui t\lt prhe par lloulacou, ro1 
dee 'l'artaree, apnoa un lonr; d~r;e. I.e 
cal it e de lle.&d&d tlta1 t reno.ot! pour aea 
1•enaee rieheuea. ll poae.!dait una 
tour r empl1e d'or, sale 11 ne .oulut pao 
7 toucher • •• 

M •1n .. u,, lui d1 t le !artare, 
a1 tu &ftia a.plo;P ee trt!aor ~ te crt!er 
dn a oyau de d"en•e et dee reuoure .. , 
tu aurah pu -er ton eap1re•. 

Le aalheu.-x calif& •prioon
n.! dana ea tour a ouTUt de pri,...tlone au 
a l l leu de eon or, 
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Leo~· de l'accord tripartite ont le monopole de l ' or, l e 

mono-pole du credit, 1e aonopole de la puiooence 1'1nanc1~re. ll'auront-ile 

real1d ce aonopole de ricbeu .. que pour 1e oterilteer ' Laiueront-ilo 

awe ~llllrationa 8. venir la etu"'faetlon de coap&rer l ' iaaeneito! de leure 

r eeoourcee 8. 1'6tendue de leur d6faite l 

• 

Le I)"Otne econO..ique dee nations 0 l1beraleo• eat fait \)OUr 

la pal~ non pour 1& guerre. La oeule ora1nh de la guerre oope la con

fiance , reatreint le credH, arrete lea atf&lreo, aenace la aonnale , 

ru1ne leo f1neneeo . Lea nation• 11b~ralee ao~t-ellea vr&lment devant ce 

dil-• : ou accepter leur d'cbt!ance, ou adopter lee methode• de l'eutar

c1e, c 'eot-~dire renoncer 8. leuro l iberteo pour leo defendre l 

• 

Lea autarciel ont ad&pte leur regiae econoeique a. a .. nac• de 

cuerreo Leo nationo Uberaleo oont-elleo incapBblea de repliquar lt. ce re

gime de mieere par une otfenoive de pi"'op6rtte 1 La proopt!rite eot cont ... 

sieuae; elle entra!ner&lt d'abord leo nationo heeitantoe ot peut-3tre 

enouite lee nation• recalcitranteo, 

L•arme de cette offene1ve de pi"'operite , ell• ex1ete; .all elle 

eot reatee accro~• a uno pano-pl1e t c'ut l'or. 
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II 

JOIIC'l'Ioa Jl! L •oa 

AT&IIt l a •uorre, 1~ 1 4 a- ~ ~ Ul I Ill UI&SSI 1nduotr1elo, l ' or 

an1t Ull quadruple re1e I 

a) 1natl'Ullent de recJ.-nt de la ... _, -~- d ~---- ee c~teo entre nat1ono, 

b ) c i rculation d1reote en piec••• 

c) •pee• de 11 c1rcullt1on a~::t!taire, 

d) trt!oor de &Uerre. 

• 

.t.u.jaurd'lrui I 

La preaiore fonct1on ouboi et •• 

La diiUxillae a dhpaNe 

La t ro1a1lnoe correspond ~ uno concepti on erront!e. 

La quatrl8Joe eet en pt!rll. 

• 
• • 

111 

L•Oa ll'lliST PAS, ()(10m Olf Ll CB0.!!0 Ll <WII Ill U. IIOIIJU.IJ 

Ce n 'eat pal l'apanace del d.1r1panh du llle Bel ch d'a't'Oir 

d.SH l'innactitude d .. concepti ono relot1veo I> l a eouverture-or do 

la aoiiDAilo 
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D~a a..at~t la &Uene, certain• 'conoahtea ~aient comprh que 

la Taleur d'wla • onnaia d'pendait de ea 11•itation, de eon pouTo1r 11~

rato1re l~c-1 at de l ' 'quilibre de la balanoe dee co.pt ee, le •sese• 

• ' tall1que 'tant aupertlu . C•aet a1ne1 qu '1l e aTaiant obeero4 que l a 

roupie hindoue an.it eonat -ent , aur le u.reM dee cba:opa , une Taleur 

large~~ent a~r1eure IL aa -par1U a6tall1que, c1u fait que l 'Inde an1t une 

balance dee paiement• faTorabl e et que l a frtt.ppe 11bre de l'arpnt 'ta1t 

1nterd1 teo 

• 

D'a1lleure, l)Ollr faire une dt!aonetrat1on par l'ebaurde, 11 

auff1t d '1aaciner un paJ'I on n ' n:htere1ent en tout que •1lle b1llete 

..,.,t eeula force l1bt! rato1re l~ple ; on e'arraehera1t cu b1llete qui 

acquerraient a1ne1, en debora de tout •gace• JD9tall1que , una valeur 

eoil81~rebleo 

• 

Le f ait qu ' &prh la guerra le u.rl< allnand a "" 1L plueleure 

reprhea, pendant la perlode d'1.nflat1on , una couT8rtu re or de I~ n •a 

paa e~~pleM aa chute . 

• 

Ce qui • pu fa1re -panee r que l'or 'ta1t le dr1table •pee• 

de 1a •onnaia, c •aat que, pendant oertainea ~rlode• de IIAUTal•• ade1-

d' t pu • ten1r" la dadaa 
nhtret1on f1nanoi~re, lee exportation• or on 

pol1t1que t1nanci~re plue •&&"'• llaia an fait 11 "" 
Juaqu •au retour c1 June 
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a'aglt 1.& que du aa1nt.1en de l a con.,.rt1bll1t~, foncU on qu" l'or eonaern 

~ Juate U tre CO!lll!le 1natl'UIIent de Hgleaent de l a balance de a c:oorpteh 

Et e 'eat preei aement loroqu ' on mainti ent cetta eon.,.rtib111te , 

Com3e on l 'a fait parfoia , ~ des ~auz &rt1f1c1ele, qu'avoara!t cla1rement 

l'erraur de conception de l ' or eonlidero eomme f!11g& de la monna16 ; car 

lea atocka lea pluo conaidorablea no peuTent pas, l'expArienee l ' a mon

tro. empecber l'aJuatement monetldre, 

• 

Si l ' or n'eet paa le ~ de la monnale . cOEMent ae fait -11• 

di ra.-t-on. que chaque foie qu'un ~· a abendollM l'or , an monnaie a'eet 

deprec1ee 1 La raison eat toute eimple : la monnai e ne aa deproc1ntt paa 

parce qu'on abandonna1t l ' or, mail on abQDdonnait l'or parco quo la mon-

nat e oo d8pre c1a1t . 

• 

lleae a1 vous avies raieon an tbeorie, d1ra-t-~n , •ou• ana 

tort an pratique, car 11 taut toni r conpte de la peycbolog1e c!01 uuoa 

ot de leur beaoin c!e aaTolr qu'una monnaio eat •(;8f!;8e• per c!o l'or pour 

&T01r con1'1ance en ella . Eet-ce bion e tebl1 1 Un ~Yt!n810ent l"'leent pour

rait en f aire doutero LoroqUI la l1Yr8 oterling & ete att&qUeO n!ceu•nt , 

lea &Utorit~e monetairea br1tanniqU81 n ' ont pal helite a t~lferer 

enYiron ci nquant e milli arc!a de franc• d ' or c!e la !anque d' Angloterro, ou 

cet or aerY&it de ·~· da l a 11onnaie, au fonda d'e~ieation dee chan

&e• oil 11 r 911Pl1t aon •eritable r3le d'1netruaont do oon..ert1b1Ud exte

rieure• Loin de -.per l a confi&I>Ce, ce t acte l'a ret~lie • 

• 
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Le 94ritable sac- da l a a onoa1a, o•aat la 11e1tat1on de aon 

'-iaa1on_ e •eat une babile pol1t1qua f1Dane1~re, c•aat~lre en darnier 

reaeort l a ca.petence et le eal'1Lctbe de ceuz qui aont eharch par '18 

pqa da '"ille r wr ella. 

Certain• ~ ont partola e te ao1na hwreuz wr ce atocl< qv.e 

sur leur atock d ' oro 

• 
• • 

If 

L'OB. 'l'li&SOR Dl GlllliRX 

L' or, en cos de prre, pard une partie de aa Taleur: l'exp&.. 

rlenoe a aontre que laguerre fait pn4r&l-ent rencherlr lea-~ 

diaee par revport a l'oro J.etuelleaent , l'or aehhe be8UC0Up de aareban-

dh aa; en eae de &Uarre 11 en aeh~terai t aolnao 

• 

L'or. nt ne&llllolna un treaor de &Uarre; car c ' ut un ao;,en de 

. .. procurer a volont.S lee aarch&ndiaea nt!ce aaairu au ~. partlcull~ 

r...,ent 1 .. mat1~rea prsi~rea importee•• llaia qui peut ltre W:r qu'&u 

debut d ' UD conflit , lea llpea de -n1cat1on aaront .., ... 11brea pour 

qu•on &it t out l e lola1r d ' echa:l&er l'or cont ra l aa prot!u1ta Dl& ceaaa1rea1 

De toute f&9on. oa n• .. t paa .... e da l'or, aaia a·,..c 1 .. llpPr<Whlo

aenta TOulua, a le an plaoe & l ' ommea, qu'une oleonoah de paiz pwt, en 

eaa de contllt , atra tr&l1a!ono&e lna tantaneaent en eeononle de ,..rra . 

• 
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X. clueor .. t '()lUI craTe 811COrao 

Qad paut p..!4ira - elora qua eartalna pqoo aont UJ~ fPrc'a 

d'or • l'attltuU, en caa de &Uirre, clea pqoo :erltalll..,ra, 1nond4a d ' or 

aoua l a double effat de l'atflWI: dee ca:pl teux at dee acbata _ .. 1h cleo 

ba lllt'l'Ailh f • faut-11 paa •• rftPPelar, co .. un &Tertlueaent, qua la 

SuM.e at l 'Sapepe, ~ l a fln de la gra11dl guerra, ont c .. a<! d'acceptar 

l ' or f 

• 
• • 

., 

L'or, qul e1rcula1t autrefolo en pleceo, oe trouye euJourd'hu1 

concantr4 en fait dana lu beDqUn d 18al111on : 9~ de la procluotlon 

&11111lalh eont conaacre• ~ del flna 1101'4ta1 rll at ';(. aauleaant ~ dn fino 

1nduatr1ell••• 

• 

Alora qua la co.aarca 1ntar~~&t1onal eat 1nt,r1eur, e11 dollara, 

111 co.aaroa 1nternat1onal d 'aTallt-prre, la atoolt aon41al eat double 111 

l)Olda at plua dl1 triple an dollara clu atock d'or d'aftl1t- &lllrrl - . ... 

cooopre11Mt dana ca dernler lea pncaa d ' or c1rcul811t ~ cette t!poqua, 

• 
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L'or eat done wrebonclant, tJUiaqu.e 1 

l) 11 7 en a t ro1a fo1a plua , en dollare , qu 'avant 1a guerre; 

2) 11 a perdu• en fait , deux de ••• fonctlone wr quatre • 

• 
• • 

V1 

as 

it range paradou : ulCJ"(! aa eurebondance , l 'or ae troun poe

e~dar aetuellement un pouvo1r d'achat eu~r1eur a celu1 qu'1l ava1t nvant 

la guerre . Lea motifa de eet ta nnomalia - incidence dea criaea eeonom1-

quea, dee devaluation•· dee crnintea de guerre, ete. - peuvent atre 

eontroveroeao lla1e l e fait eet lb. : un mSma poide d ' or achete aujourd ' bu1 

une quant1te de marchan41eee p lue gr&nda qu ' en I9I4, 

Cet equ1l1bra 1netabla "" d oit- 11 paa ae roapre un j our, at 

paut..;tra brutal..,ent l 

• 
• • 

L'or, ce metal ~3~ eurabondant , on n' a j aaaia fait autant 

d 'affort pour le p roduire . La production dee m1116a d ' or depaaeo lnrgeooont 

un milliard de dollara psr an; c •ut un lourd trlbut annual pour p rodu1re 

un • etal qu'on tranefe re d'un trou erouae en Afrique du Sud dane Ul1 autro 

trou crauee en A.eeriqua du llordo .Actuallcent, l'bnaanlte a - · pre41-

leot1on pour d8U% .~tbodu de 81PP1ll.ace de aon effort . L'una aet la 
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coune aux atw•ente; ell• eet tre.ci que , L•autre eat la coune 11. l 'or; 

elle nt oo.ique, 

• 
• • 

VII 

Ll WIO.UIIIIJI Dl U !4UV.UD HZI'Alll'ITIOB lll L•OR 

L•or, daDa l e •oDde, eat un • etal eurebond&Dt. Cepelld&Dt, daDa 

la plupart dea D&tiona, 1l ta1t preaque totaleaoent detaut. 

Plua de la •oit1e du etock d'or •ond1al eat eoncentrie daDa 

un aeul P~ (ll:tat...Un1a); plua dea tro1a quarta daDa tro1a P"ii'• (:!!tat-
• 

Unia, Gr&Dde-~retacna, lranc.); prea dee eept huiti~oa dana l eo six 

~ de l'accord tripartite (J:tat..Unia, Grande-:Bratacno, J'rance , lulaae, 

Boll&Dda0 Belgl.que)o 

• 

Ootte concentrati on de l ' or e ' eet encore r8c ... ent aceantuea. 

AYant la cuerre , lea reaction• bien eon.oueo du •ecani•• t1-

nanc1er I.J1hrnat1oD&l tend&i ... t 11. retabl1r la repartition de l'or lore

qu 'una cau .. accidmt•ll• 1 'a•al t troubl-' .. c•etal t un phenODene aD&lop 

11. l'"equiUbre atable" de la .8caniqueo AuJourd'buio au contra1re, lore

qu 'un ~ perd de l'or, ceth porte, au llau de declancber du torcea 

~Da&trlcaa, detetwine daa reaction. pa7')hOlOciqUU qui &ccentuent la 

tuite de l'or. La eeu1 talt qua l'or M d1r1p ••n un 'Pe18 aocrott l ea 

tore•• qui l'antrdnent daDa catte d1rect1on. C•eet un phen .. ~na &Dalot:U• 
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• 
• • 

Ia concentration do 1 'or dane lee ~· de 1 •aeeord trlpe.rU t o 

ot parUeulill,...ont aux Etah-tlnh eot une e.nCIIalie pour uno IIOnnaie 

intel'II&Uonale; bien pluo, c ' eot un danger pour leo pe;f1l dAtenteuro d'or • 

• 
• • 

VIII 

Ll lltJ!CJIR 1m IIIIIU 

Leo detanteure d ' or - Jtah au l*rtiouliero • croiont que, 

pooMdant do l'or, ilo th~181.lrloent une Tal..,r lntangiblo , lndApandanto 

doo tluetuationo aonetaireeo O•eot une e rreur. Lee ltato-U!Uo oont -t,,.. 

tenant le uul srand p~ aeheteur d'or a prix fixe. L•or n'eot &~>lire 

pluo au.Jourli'hul qu'un ao;yen de oe procurer c!u dollar. 

l neoro n'ut-eo pout-ttre 1*1 un a~n auaai .Ur quo l'on 

ponoe, ear leo lt~to-Unie no oont rattaeheo ~ l ' or que our la bnoe d 'uno 

deoloion rerloablo dane lee 24 houree. 

Qui pout predire, o1 1 •eecul .. ont do l'or nro leo !tato-Unia 

continuo, qu'1lo no modifioront pao leur polltiquo aon6ta1re, qu'Uo 

aeeopteront tou,joun do ceder libreaent hun •rehandiooo contre .,. 

aetal dont ilo n' cnt pluo quo t'aire, qu'ilo accordoront tou,jouro lo .... 

tralt .. ent ll, l'or doe tbe181.lrloouro qu 'll. colui du InoUtuto d '•1 .. 101l t 
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r~ a t. l 

Dea pqa apprennent ~ •• paaeer de l'or. Si ea • oun.ant • '

cantua! t - et e.,..ent ne a'aeeantuarai t -11 paa, pulaque la concentration 

4e l ' or •'aur&" - l'or 4arlan4rait <dllaura da plua en pl ua abondant. 

Il n''~rai t paa ~ la loi C0!1111\111e de tcute Mrcllan41ae1 qui eat 

final .. ant de •'aoilir dana ea caa. 

Car 11 n'erlata vae da 'faleur intanclblo. C•eot une erreur 

eoiiiNil.e - aaie c'eet una erreur- de ~enaer qu' on peut Mttre en eonaerYe 

da l a •alaur, eo- de la nourrlture. Toute 'f&leur eat oubJacthe; ella 

t rad1 tiona, en un mot de toutee aortae d '6ltlaento paJCholog1q""" ' La 

'fnleur que 1 ' homoo attache ~ 1 ' or n•tlebap.,.. paa ~ eett e reg].o, qui "cH 

toua lea a ttaehemento humaina• 

• 

L•or, dire-t-on, a peut-ttre bien verdu ce rtain• de sea ~lea 

traditionnele, malo n'a-t-11 pea aequla un r~le nouveau f Il oat de'feDU 

un ratuce, dont tout 1e • onda eat aYlde , dana ·lee t oape troubUa quo 

ncua tra'feroona. s•n 7 a un paradoxe, c•eat d 'lnoloter our l ea dangara 

qua court 1 • or, au m0111ent oil 11 n 'a Janaia tit ' plua d.......t&. 

llaia ea ~lo particullor de l 'or eo•• r efuge l e rend paut..-tre 

plua tracile encore. Car catta d""sndo aaaoln doa th,oeuriuura ne pour

ralt-alle paa un j our ae tranaformer en offre f 

qua enerchent en effet lea thtleaurlaeura f Une pollee d'aoau-

ranoa. Jit que •audrait eatte pollee ai l aa ltata-UDia na " eonold~raiont 

1 tant lnacrlt our cotta pollee e:nH• & pa,yer eu porteur • a on 

• 
• • 
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YALlAIT-lL Ll DIBB 1 

Dira-t- on qu ' 11 velait 1111eux ne paa eignelar le dan~r qui 

a anaca l ' or, que l ' or a un c8t6 ~atique auquel 11 ne !aut pea ~rter 

attalnte, qu'll n 'aat peut-&tre qu 'una auperatitlon, mala una auperat1-

tlon qui a eoura et IlL laqueUa 1l na !aut paa toucher t 

Dl,.._t-on qua lea bona cito7ana dea ~· ~tenteura d ' or cloinnt 

ae prder cle procl•er la pr4earlte da la valeur du 11etel que ~aa~dant 

l aura PB7& 1 

Dira-t-on que c ' eat rendre un oauvela eet"Vice ll eae P&T• que 

de Denti onner .. ~. la poaa1b111te de retuo d'or en certaines cireona-

tancaa 1 

Dira-t- on que o'eot falre le jou dea natlona autareiquoa, 9ri-

veea d ' or, eontre leo nations llbrao gor~oa d' or, que de por t e r atteinte 

IlL la .,.tlqua du oetal •p r ecteux• f 

• 

~ •on le ~plore ou non, l a 117•Uque de 1 •or eat en train 

ct•evoluer aoua noa ;yeW<• in 111oina d 'une &'Mratlon, l'or a clleparu da 

l a c i rcula tion; 11 a eta ater111ae par lea gandee nat1ona clliWa un Mtal 

ancoebrant; la l i en qui l ' un1aaa l t aux monnal ee a ete conaidere co .. a 

aaaarv1aaant et a 6te r4pudi6 par toua lea grand• pa;va 81lu! un aeul ; 

l ' o r anfln a pu ;t,... publ1qu•ent denonce par l'Allea&&ne m~e e
auparflu. o-.. t TIIUt-on qua, claDI da tallea eonclltlona, l ' opiDion P""' 

bllqua n'&it paa -nee eta ravlaar ... notion• aur le aetal "t>r4ci aux
0 

1 
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lA dopa de l'or a pe l'du eon cal'llCt~ re d '1D.t 8J>C1bll1te . On 

tbeONWrhe t ou,joun le aetal; dane lee eolne lu plus reculea d •Juropa 

at d'Aela, la pa7aan deti ent de l ' or cache; aaia dana blen d ' eutree ai

lleux, ce n'eat plue l'at tachement trndltionnel et profond d ' eutre!oioo 

O'eot une flhre qui poueee le publlc de "gold ruahee1 en "gold ocaree•. 

La prooperite des nation• liberaleo depend direetement de la 

poued e dee acheteura nra l eo 11arehandloea, c •eat-&-dlre d''u.ne· aolndre 

attraction de l'Oro La theaaurlaatlon0 C 'nt pour les eeonOIIIle~ J.lberalll 

la ralentiueeent de la production , l a diminution du r eTeau national• 

l ' alourdloa•ent des chargeo, l a erlleo Au cont raire, l a d~tMeeurle ... 

tlon, c 'eat pour lee econoeiee l l beralee l ' aeeeleratl on de la producti on, 

l 'acorol a...,ent du r eTettu national . l'all~goment des chargee, la proepe" 

rltd. 

.&n cae de baleae du pouTOi r d 'aehat de l'or, la parte ouble 

pe.r lee natlona 11Wralea wr 11\ trNle!on:antlon de leur or en mareban" 

dleee eat negligeable aupr~e de l'accroieeement de puissance at de bleD" 

ltre que elgnlflent pour c 11 PITI la r eprlae d 'actlylte t!eonoalque at 

1 •accr ohaenent de dt!bouchee qul en nhultent, 

• 

• • 

X 

t•OR DOIT ITml m:FJIIDU 

' L•erreur aerai t de tl'31ter l ' or 
La queetlon de l'or eat poee• • 

11 t l.D.tercllt de toucher a:Ce pour 
a> .. e cee teJSplll aacroh ...uquele "' 
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lea ~r. C•aat a1na1 qu' U a a 0e!!oD4rant .a~ent. L•or .,. prdara 

••• !oncUona JICutairaa qua par una adh'alon voulue, conac1enta, 4aa 

naUona 4'c1cUu II. l a cUfandra. 

• 

Oar l'or Taut 4'8tre d&tendu . S'il a perdu oert ainea de ••• 

tonct1ona, cellae qu ' 11 a prd'e• ont prh une l..aapOrlanca lnaoupQonUe 

Juaqu'll. notre tlpoqueo 

L'or prealda au r~cl••nt pacifique 4ae relatione c"""'ercialu 

ent re nattona. Il eat le lien ent re lea 'cono.iaa li~ralea, l ' ant l dota 

contra l ea nat1onaliaee a~ree. Ce qua l'on a loncto.pa conald're 

coi!M le a;r.bola du -urtall .. a 81t dnenu aujourd'hui un 4 .. •111bol81 

• 

L'or peut itre d&faD4U• Lee nations ~rant II. l'accord tripat

t1 ta ont actualleaant l e contr8la 'da l'or. li:llae peuvent , ai all .. ae 

cUcl dant ant1n II. una polltlqua d ' in1t1at1va concert'•• Da1nten1r aon 

u aace a t lui redonnar 4ana le aonda un r&le plua r.!cond qu 'auparavant. 

Au aoaent oii. l 'ar&ent a ' t ' an ~ril on a fait 1 'Union Latina. 

Au aOIIant oii. l e .. ~tal Jauna eet an ~ril , 11 !aut fa1re l'Union cia l'Or, 

• 

L& noun lla place que l'or cloit acqu'rir dane l e DOD4a , ella 
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L•or n'aat ~lua la sac- daa aonnai••• C•oat una aonnaie - l a 

dollar - qui eat d"aaua la Pee de l'or. L•or Dl aarYant plua qu'au 

r~pnent de la 'bela.Dca du COIIphe ent re Detlona eat d..a1111 aurabonclanto 

Dt! aoraah, tout l'~nee aurplue d 'or lautlll-' eat dl .., apon1ble pour une 

oeUYre fecoDda. Le oDd h - L • c crs;ht sm vain un• P9PD''' t1duc1a1re 1ntema-

t1onelt aui JJUittt racr.!er 1 o - ' rl ' c -- _____ arowe te , ett ·• ponnaie ePete. On a 1.& 

M•pc• de la trou:t'tr tout e pr ite ftt. dtiJI univer eell•tnlt acceptfte aout 

fora• de t ftal 1fUP'• LA ;ohnflt inttrpatloDfle de dcnaJn ; c'eat l ' or, 

• 
• • 

XI 

L1!: NOIJVF.AU SY.TUT Illli L•OR 

L' or dolt reeovoir un n ouveau atatut . Commo ee otatut dolt 8tre 

necoeie d1ploaat 1qu emont, ee n' eat pol l e lleu de le donneT icio AutADt 

11 ~tait MCIIIairo, poUr prepare r a& venu00 d 'expooer lea eonceptlOnl 

nOUYellee sur leequellee 11 do1t r opoaor, autant 11 aeralt impolltlquo 

d'en rev6l er 1c1 l ee aodal lte • d ' appl1cat1ono 

On peut aent l oMer t out ef oh leo prlncipea auivants 

• 

Il n'aat paa quaatlon de revenir ~nt et eiapl ... nt ~ 

1 ' ancien e talon or, e t not-eDt de chercher ~ utr eiDdre 1 'acononie clu 

&rancle 'PI7• ~ supporter cleo var1at1ona dea t aux cl'i ntent cloe~ln'u uni-
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qu-nt ~ eorrlpr dee a ou.,..auh luhrnatlo~~aux de eapltaux. Lea lta t a

l71lla at la Grw.Dde-:Br.t"CCl• 7 ont defllll t b nont renon"' dapuh pluah ura 

ann4e .. 

• 

La charge do me.intenlr la valeur de 1 ' or ne peut etra lahaee 

t out entl ~ra a Ull aeul pa;vo, Leo natlona qui profltent du tonetlono 

actuelle• de l'or dclyent aoauaer leur part dao ehargoo correopondeuteo • 

• 

L' or eot davanu an talt una monnaia flduclalre 1nternatlonale . 

Lea lnot l tuto d ' mataelon pooa~ent alno1 un pouvolr pluo grand qu'llo 

n'oaent l'~attre , a' i lo veulent concarter leur acti on. Il o ont dono lo 

devoir d' axarce r l eur action r4«U].atrlc• on Jolgnant a una po11tlque 

concertee du credit Ull8 poll tlque nouvelle ot eoncortea d'utlllaat l on de 

l ' or. 

Dana caa conditlono, toute nounlla variation dea grand•• 110,... 

nalao par rapport a l ' or derlent i nutile , puhqu' il eot auoal ef!leec• 

ot aoino c~ancoreu.x de fal ro Yarlor 1 •or par rapport a>U BA'I'Chandheo que 

de tal:.. 't'&rle r lea aonnal .. par repl'Ort a l'or • 

• 
• • 

Regraded Unclassified



- 16 -

XII 

LIS l!l!ffi!AUX !JlWIIS DE L•OR 

Puioque 1 ' or n'eat p1ue 1e g~• dee monnaiea, i1 deviant dilpo

nible pour <i'autrea u•agea. Le monde a d~eounrt , en oOJIIIDee una nouvelle 

mine d'oro 11 •'aglt de oavoi r quellea deatinat iona nouvellee on peut 

donner ll. co fiUrplua d ' or, 

Sana proltendra leo ~numflrer toutea, on expoaera celleo qui 

peuvent avoir ~diatement un obJet pratique et !ac11Gent -'aliaabl e • 

• 

A) L' or et lee mati~re• Pre•l~ree -

Le tro!oor de guerr" 00ntt1tu6 exclueivGent en Or rev~ll d.et 

dangero et dee inou!f iaane•e• 11 eat presque invraiaemblable, surtout 

ap~a lea exp6rieneee de la dern ie re guerra, do n'avoir pao encore eompria 

le danger de eonaer,oer cette ro!aarol vito.le en une aeu1e subetanee, aana 

aueune division daa rhquea. 

~·1 est en e!fat 11 but de cotta reaerve , aoit en paix, aoit 

en euerre f C•eat de pouvoir ae trano!oraar ll. TOlont~ en aarchandian 

~ceaeairea au pays, perticu1ierenent en aati~ ree premi eres i~port4eo. 

Le moindre risque eet done d'~Toir deo ma1ntenant cette reoerva oonoti

tu4e en partie en matiere• premieres non produitee dane 1e paye; d ' nutent 

pluo que ces matierea, 1'ero4r1enee 1 1& montre, renohe riaaant touJour• 

par rtlpport lf. 1 'or an Cal d1 &Ui rre , 

• 
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A l a cUfterenee doo ot oeko eonotltu'o ~ titre te.porai re pou,r 

la r4t;ularieation du "Prix, eee otoelcw d ' ltat ne oauraient pee~r our 1e 

ureM par l a llllite. dh lore qu ' tlo aurAient le earaetore perunont d'un 

'l'r4oor de t;uerre. 

• 

X.. earaetere P<'ri .. able d 'uno partie dee matierea preaiereo 

c~o aoeur4aent uno cUfficulte d ' &p'Olication; JO&io leur otock pout l tre 

conot-ont ronouTol, , leo utUree -acuinko ' tant craduolleaont 

utlliNn pour la COnaOEI&tion ot roapl"' .. w fur ot ~ .. oure par d e 

noun auz acbat., 

• 

Faite d' une fa9on conJointo, une telle politi que proToquorait 

un ~urr~ 'conomi quo puileant en rnilon de l ' activite ouppleaontaire 

qui on r4oultora1 t pendant la ~riode de coneti tution do ceo atockl • 

• 

Uno tollo politiquo fa•oriaerait en dae tempo la recUatri

butlon do l'or dano le •ondo, accrot trait lo pouYoir d'acbat dea r4pono 

productrtcn do .,..uerea premHrea ot ameliorerait lea deboucheo doa 

r4pona induat riollea, 

• 

Cotto eonotitution do otock do aatle reo pr eaier oo peut contri-

1 roblllse doo ,..uereo preeereo du plan torrttorial 
buer ~ faire paaaer o P 
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e t do preot1&" qui "" pwt aene r CIU 'll la cuerre, tNr l e pl an eeonoal que 

at !inane 1er qui eat eelui de 1 ' orp.nieatlon de la peix • 

• 

Qbaemtion sur l e l\en entre l'or et les mati~ree pr•ittrot. 

Bien que le prix de chaque matiere P"""'iere depend• de condi

t i one p&rtieulieres, le probl~e du ntveau ~neral des matiere• premiere• 

eat i ntilllment lie au ;>roblc• de l ' or vour la raieon 1111hante : 

Tandia que toute Y&riation de valeur d "un obJe t , tel que le 

cui '1'1'8 l'&r exeJ1Ple, a' e:rpri,. no!'llalomont per ,.,_. variation de eon prix 

on dollara, una variati on de vnleur de 1 'or ne l'OUt s ' eXl'rimer que par 

un mouvement en sene l nveree du prix des marchandiaea. Waia cotte action 

ne l'tNt a'exercer eff icacement que dane la meeu re oil lea vrix de ceo 

marchandiaee sent effectivement ooumle h la loi do l'otfre et de l a 

domande : or, un grand nO!IIbre de prix n'y sont eoumh qua pa rdelloment , 

e t ant fixea, aolt par tradition tun "fl VO cent c igar•) , eoit l"r COntrat 

(loyara) , aoit par dope (salairee) . Soule leo prix dee aatUtru preanree 

coteoa a tenoo our lea grande aarcheo i nternationaux peuvent f l uctuor 

Ubraent e t traduire en .. no 1nn r oo chaquo fluctuation de la valeu r 

do l'or• 

Ceo fluctuation• doe aatnreo p remHrea ae repercutent , ano 

un deoa lago dana l e tempo e t un amort ieoement dana l ' ampli tudo, oucceo

• lT .. ent our l ea prix de grco , aur 1 .. prix de do!teJ.l at our lo coGt do 

l a Ti e. 

C•oet d o 1 ' 1nep.l ite do COl di Yoreoo reporcueai ono, et do la 

aodific&tion reaultante du pouvoir d ' aehat del dlfferente PAlW t alne1 (lUI 

d .. differente• claaaeo aoc1al .. dana ch&que ~. quo provl ent le 
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earaetere redoutable de toute fluctuation i 11p0rtante de l a 1'aleur de l'or 

at de la fluctuat i on conoommitante en aena 1nveroe dee aatieree p reaieree. 

C•eat de 1~ que pro,.ient la neceaait' profonde d'une action 

~gulatrice eeonoaique, et c'eat pourquo1 cette action • • p~oente aoue 

le double aapeet d ' une action n&\)latrice aon,taire et d 'une action ~,.... 

latrice dee court de e aat1eree pre.illree, 

• 

B) L'or I t l oa f onda d'~c&l1Pat1on d t! rb•nf!• -

Le nou,.e l accord tripart ite dolt, dane l'int~r&t cia t ou t l u 

pqe adberente, pnvcir la regularhation dll aou .. •ente 1ncone1d6rtla de 

capi t aux. 

Oette r egular1aat1on eat inconcevable ICUI la forme d 'une 

contrainte nat1onal.e; c'e st un problllme de coo~ration •ol>l!taire inteJ'o 

national•· Loreque leo g6neratione auiYant ee ay'!'rendront quo 111 srand11 

mlsratione de capit au.x qui ont e!!ondre l ea 100nn.aiea n•a,.aient lieu, dane 

~ cycle ngulier, qu 'entre leo Etat a-UIUI, l'Angleterre e t l a l rt'\nce , 11a 

eeront atu~faita de peneer qu'll aura tallu vinst ana a cee trolo P&T• 

pour ela'borer entre eux l e llecenielll DOnetairl qUi aurait eu£1'1 a ti:nr 

lee capitauz tlottant l et a assurer lee b1onta1te de l a etab111te aooe-

talre. 

C. IMicani••• l u auteure de la pneente note en ont 6tabl1 

un proJa t , dont l e but ut d ' aeeurer I 

a) la cot~P~mation de certainl 110u,._nte de capi t au.x; 

b) la nautral i aation dee attete defa,.orabl ea cia ceo aou1'eaanta; 

Regraded Unclassified



-20-

4) la uw .. u on de ...... d ' or conel dJrebl u 
dhponlblaa pour un uaa.ce actlt • 

• 
• • 

228 

qul d..,hrmant 

C) L'or et la repritt ¢u !1DfOOtment ipterpatlonaJ. -

Una partle du ou.rplua d'cr pourral t ltre reeerro!e pour lea 

eeploh IUl't'anta 1 

Oarantie des obllptlona lahu par da ~·· soclh~a t>rlnu 

d ' lnvaatlasaoenta l nternatl onaux. Garantla do ~da emt>runto lnterna~ 

t l onaux d'equlpement et d ' out111age ~ e•entue1l oment avoc 1e ~ge de 

utUrea premie res entret>Oat!ea l'•r 1n l'~• emprunteura. Prate d1 recta 

d1~tat a ltat, en prlnclpo 8YSO la mtme ~t en partlcu11er proto d'or 

a taux d1 1nter!t extr;.oment redult ~ avec •eanDarldng• l a caa echeant -

pour alde r ca rtalna pqa dana l a vola do la ll~raUon daa chan&a•• 

Oarantla 4 1 obl1ptlono emieeo 1'81' d e srendae eoctetea de •1M an Yalaur 

de terri t c lraa colOnlllllX at par de crandaa coape.gnlea d ' etabltaeeaant 

pour l aa ret~'·· 

La p rob1!noa daa retuli'•· qui oat actuan .. ent un neaont do 

trouble econadqua, pourral t alnal dannl r un e1nent da reprlaa econc>o 

alqua, co ... dana l'epoque d'aYant~arra oU 1•• algratlona contrlbualant 

a l a proaperlteo 

Au IIOaant oU l 'luropa t nduat rlalla dolt elarglr ••• acch n ra 

l ea utlerea preai~raa at oU lea repona productricaa daa aatlllraa pre

aillrea d.01Yant elarpr l eurs acclla n r a l ea produlta f abrlquea, .. 
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l'lape,p>~~ cl.o1t et re r econotN.l.te, oU 111 eco11011111 c1.e l'lurope Contre.le 

cl.oin nt troun r =• &llhe nou,..lle, oU. cl.11 '(leu:plu en misrati on do1nni 

riCI YOir &lil a, llOUrriture e t t raYeil , oU tOUtl l 118 natiODI eano exee-p-

Uon doin nt l t r e !'UiaMII '(leu II. '(leu dAna l o c1rc:u1t economiqua i ntern.. 

tional, on Y01 t l e r8le fondamantal de ceo grandee operation• f1nanc1~r•• 

1nternat1ona.lll rendua o poeeiblll -par leo nouveaux ueag11 d• l'or • 

• 

Le n!rJJ. tat d ' 'une larce ut111oatlon des n!aervoa d •or ll. d11 

•Ploil de catte nature aera1 t non eeulement d 'acerottre le aouument 

international de -rcllandioea, d ' abai .. or l u tiiUJ: c1.'1nt<!r3t , d 'aupe.nter 

l e pouvoir d ' achat et le b1en-itre gen6ral, meia de raniaer l ' eeprl t do 

collaborati on , a ine1 que le morolite !1nanc1ere 1nternat1onele et do 

d1m1nua r lea chance• de guerra . Cor l'elternat1ve, e'eot 1a reconotruc-

tion de e 'conomieo d8vaateea , ou l a guerreo 

• 
• • 
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EG GRAY 

London 

Dated March 29, 1939 

Rcc ' d 3 p . m. 

Secre tary of State , 

··rashinston . 

115 , !\arch 29 , 6 p . m. 

F0,1 '.i'R.'.:ASURY Fno~; SUTT<:;r iORTI! . 

T:1c Prime l!in:t.z t cr announced in thE House or 

Commons this arttrnoon that t::c tcrritor:..al army 

would ·, c expanded forthwith rror.t 130 , 000 men t o 

3•10, 000 1:1En and that supplcmcntery csti.J!Iat£s cover-

in:; t:1c ncccosary expenditure would be brought in. 

Cha;·tb£-:-lo.in also stated : 10~1£ shall endeavor to takE 

sue~ stc~& as will enable us to furnish in due coursE 

cquipr.tcnt for the te r ritorial ar:ny without in any way 

intcr!'crinc; "i th the equipment !'or the regular forces" . 

Th1o is t h e first dcvc l o;n.tcnt arisinG out of "thE 

inauGUration" of the chanced Jri t hh poo ition promised 

by the PrimE lf.ini.s tc r (report£~ in p aragraph t wo of my 

teleGrar,, 359, l:ia rch lC , l p , m. ) entailing heavy addi

tional er.pcnditurc . Tl1E pr evious budget estimate of 

armancnt c::pencUturE for thE firancial year bEginning 

April 1 of p ounds (sterling) fivE hundred cijht millions 
of 
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- 2- :::•ns, ilarch 29 , 6 p . m. rrol t London 

of l'lhich pounds ( sttrlinz l t hrEE hundred f ifty mi llion 

wac to bE borrowed will now havt to bt rtv i std. 

Th£ London stock mar k£ t \'Ins idl E and uncEr tai n • 

ThE forticn txcha~E ma r k t t 11as also not vEry a c tivE 

but p trioGically tht rt we rt nodErattly hEavy d cmando 

for dollaro which the dritiah =.uthoritito oupplitd. 

But it is notc11orthy that thE thrt E li'Ontho forVJard 

r att l:tovcc" out from 1 15/16 to 2 5/16 wi thcut inter

vEntion by thE Britich authorit1£a ond in thio con

nEction rEft rtncE io ~AdE to Phillips ' rer.~rks con-

toinEd ln : arn(5r aph t \'I O of my lfo . :574, M"rch 20, 6 p . m. 

The PrEnch fund a cquired rather lorr;er nmount3 of 

sttrlin~ today t han has been uoual in the rcccnt paot. 

or tht 182 bars :;ol d at ;old fixinc 134 ntrt marri ed 

and thE 3 ritish fund oupplied 56 . 

CSB 
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PAlU.PmtlSE 0~ T!LIGRJ.U RECEIVED 

J'ROK: Ameri can llabaaay, Paria , France 

DATE: Karch 29, 1939 , 4 p . m. 

HO . : 591 

J'RO!o! COCHRAN • 

The French control by four o• clock had gained 
one million pounds 
(omission) /sterling which 1e also t!le amount acquired 

~r6 ... , 

yesterday (Tueeday) . ~ore bide fer t he forward French 

f rano. Because of uncertaintiee in Britiah domestic and 

external politi cs, there 1s a definitely beari sh aentilllent 

here on sterling. Somewhat erratic rente and share market, 

pending the speech by Daladier tonight . Trading is light. 

Th& continued repatriation of French capital despite 

t hreatening international situation is pointed to wi t h 

pTide by the French prese. The press attributes this to 

the confidence in the f ranc inspired by Reynaud, as well 

as to his policy of freedom of capital movement. 

For the month of February the French tP.:r: returns show 

improvement over January . There is a alight e:r:cesa over 

est imates, but still r eveals t bat there is only gradual 

pick-up in French economic recovery. 

Menti on is made in t he financial press of the in

creasing interest of the British in trading with Finland, 
sweden 
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swe4en aD4 Den••rk. The preee etreuee the i11p0rtance of 

the Ge~ exb1b1~ at the trade Fair 1n Hela1nk1, Finland. 

Early th1e aonth when I traTeled from Stockhola to Berlin , 

there were large groupe of Swedieh 1~dustr1alista proceed

ing to the Le1p&1g J'air with particular i nterests in 

Oer un aotorcara, Opel in puticuler . 

A report has ocae t o Parh-Aaerican bankera that 

recent gold ehipaenb b&•e been made f r oa Amsterdam and 

that there waa no war riak insurance on these shipaente. 

DD OF dSSAGJ: . 

BULLIT'l'. 

EA:Ln 

25 7 

• 
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F EDERAL RaSa-AVE SANK 

OF NEW YOR)( -'E: 

oFFICE CORRESPONDENCE 

CO.~ fJ ODift AL n.=L=· =-----ro -
1.. •· lnoll:e 

OA~.ltrt, 

SUBJECT· IL!!PBOII ~lf!JiUti .,I 'll!Jl 

Pill IIAtiOUL BAIIl, 

I called •r. lobaort a\ lOe~a to tell bta that •• bad t hlt 

c:omlnc, tn aeool"da~~ee .-ttb tbe trt ranne arrlll!~teoemt, bousl•t s-1. 11 

t•MU llr,G, OOO eabla Zllrtob, 4al1••1'7 Gatllr4at 1 at 11.4!!, at & tta~a 

.tl., both Pert • aod Loll doD were tree sell an bare -.t t h no burn• tn 

al&ht• Wa '1101.114 p robabl7 r~uaa\ hl• bator• tba day ·• u OYDI'o on 

recatrt o r tba .. traooa, to oonYan tb• t nw &old end ehtp 1t tor 

our acco\ID\ at an .. rl7 o pponiiDt ty. lobaol'f replied t ha t t bey •are 

not t he lean 'Ill\ -rrte4 about. thtt lltuatil'lo, that th-r had :uttal'l 

oo:~~pletalr 1n lund1 th'lt thar •er~•t a blt unb"PP7 to sea tpfloula

ti~n t«llln•t 8wt u trance, which wu ~ttralr mdn .. red by ror-.1~'""'• 

,: ot lta ltllll0kl81 l'app8d ti'Oa 1.1118 t O tl"-IDo M d t hRt tt t: a d teicled \0 

:~ alta th o rata 21.4'7 or 21,110 or ""1 ., .. .h nrure ror th~t n:ottar, he 

ec'Jld do 10 •plqtncl7• in • :atnata. 

1 repeated t ha\ wa bad, or eourae, acted under tha trt-

p>-rUta aoool'd wt>ich .. .,ad to call t o r Jv s t that ki nd or 1nt•"~tt on. 

6ehoorr l'e;>l1e4 that b e wu awaUtnc our lll ~<truottona. How"""• he 

IID:Jed t o ba anld.mn to oaake 1t clear t o e w th •t t !-. t')' ""re to abuncSut

h eont1dll\t ot t h flir ab111t7 to arra~• all neeeeury tntenantton 

troa t h llr e4 t h at he would Jut\ •• aeon we would not t nterYanl tn 

tha tllture unle11 and IIDUl •• ttrat h ttll'd troa bt.• '1t7 ~ehphonl Ol' 

by eeble. lie would not taU \0 eoahn u 1a'llldiate1T t he ~~:osant 

!llt t h•t tnte"ent1on 1t7 ut U114er the tr1part1ta aoeord 'bHMie 

" " .... 1'1 end dad rabla. 
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F'EDERAL RESERVE 8ANIC 

OF NEW YORJ( 

oFFICE CORRESPONDENCE 

COIFIDIItiAL fiLII 
TO-

Le W, lJMito 
FIIOJo' 

I 

DATE lal'eb 10, lt!e, 

SUQJECT %1LJI'>BOII COIIYUIATtOII Cifll 

SII 18 IATIOIAL BAllo 

pr•fn to tum \bo lwt81 buoa o••r \o hl•, h• would ala41,. w,. 

th• f roc; ua at lll.•a or n. •8 or an1 !)f1ae •• wanted hb t~ ~111 

ro r th•· I replt eel \bat. our aot.1on had 110\ 11 .. 11 p.,_pt.-1 liT 1 

dtlt ra to !Uko &ODQ' end •• would , therefore, bam t he ti'IUloa ~•r te 

bi ll at eo at. Prtoo, t.ha\ t ,, a.•~ and arr111recl \t:&t •• eh•l'lf • bta 

1pecthl aoooant on ovr booka with the eon ~~nd ho, 1r1 tum, _,H booll: 

tbe ewtu rranot ta aad out ~•r o11 r 1peotal • ooo1111t itt 1..u rtet~. 

In oonolualon I atat.ed t h•t tn tllturo •• would be rutded 

by hh wtlhe• at esprouecl abo•• INt. t hat., ""'rthele .. , •• woul4, 

ot aour .. , r'''"' tho rtcht. \o an under t b o trlp•ntt• arr•• .. 

cant 1r "'r 1Pf01al, w44en Md enUrelT lllloq~eet.ed d"elos-•u 

lhould, 1o oar J11diretnt, noder aotlot1 UD der that. 8 0001'\t oa.pelllftlto 
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JR 

SecrEtary of StatE, 

'."Joshing ton . 

422 , Morell 30, 6 p. m. 

PLAIN 

London 

Dat Ed M~rch 301 1939 

Rtc 1d 3 : 32 p. m. 

FOR TREASURY ;,'RCl!i BUTTER'.IORTH . 

260 

1 . ThE Ch::.nc Ell or of th t ExchE(\Utt' .... c e ~sktd in tht 

H0\1~£ of Commons th:;,s cfternoon "v•hcthtr in vi!:'l of tht 

f ::tct thnt our rEsErVE of eol d 1 ~ 11:-.blE to bE di ssiuatcd 

in opErations 0ffs ctting thE tr~nsfcrcncc of money by 

individu~ls ~nd compani ES from Bri tish to forEi gn securitiEs 

r.nd thot this t r :m:;f trtncc serves no useful purpose fron 

the nat i onal point of vi er., he r.ill tQkt 1mretdiate steps 

to \l&e the ma jor p-,rt of this gol d to purch::'-SE stores of 

comnoditics of vi t el nctd in t imt of rtar" . 

Simon r cpli cd "ThE :mswcr is in th<: ncga&i vc" . 

A supplementary question ( ie Ee r•ithout prior noticd 

l't~s thEn asked c.s to whEther "it is not :1 f nct that t he 

gold r es ervEs in t h E rxchongt Equnli zat i on account ar c 

standing in o very gravE position ~~ving rrgnrd to thE 

inttrnotional situation ond ooul d i t not be better to 

have 
0 

big supply of foodstuffs and cornnodi t i ES in tbt 

country r a ther than gold. " 

• 
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- 2- //422 , Mnrch 30, 6 n .M. , from London . 

To this Simon rEpli Ed "I t is a difficult and 

techni cnl quEst i on which I h'lv e Exr.mi ncd vEry c nr£fully 

tli th my advisErs" . 

261 

Should this cryptic !'.nd dubious reply r. ttr act 

attention it nc'\y further stinul'ltt thE mov~ent of foreign 

funds out of tr c Uni ted Kingdon. 

2 . The ~nnounccd cxp'\nSi!'n of thE British 

territorir.l ar:-'y (f:c , 415 , ihrch 29, 6 r . r , ) ::-.nd thE 

ch~.rr.cter of D•l"'dicr ' s spEech hwc r:~dE ~.good 1~1press1on 

in the city m:d ':'..S '' rEsult thE Loncl.on stoclt exchange 

ti?.S s lic;htly firmer . 

The fortign Excho.ng c markEt h .s 'been :norc a c tivE 

todry 'lnd thE Bank of Frt~ncE a(;'lin r.cquircd ::'. consider'lblE 

nu.'"lber of pounds . f.ikntisE thE doll~r hns bEtn bid 

exccot in thE c.ft£rncon l"ht n the s-·iss tl'anc 
1 

noved rro:-1 20. 83 to 20. 89 •.·:hi ch c::-.used Sniss spEcul'\tors 

tc "e- purchr.s!: SVIi SS fr~.nCS by ~Elling doll~.rs thUS 
or thE 241 

c?.uoing thE dollt~r to bE offered for- r. tiuc . 

r;2 l'IEI't mr.t•ritd '\nd t he Briti sh 
bora oold ct cold fixi ng v 

fund suppli cd o. ft~ir r.mcunt • 

KEliN£DY 

CSB 
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PAR.U'RIU.SE OJ' 'l'KLDWl RI'.OIIVED 

J'ROll: American laba .. y , Pa.rh, rranoe 

Ill.'l'E: Ka.rch 30, 1939, 5 p.m. 

10.' (1)0 

J'ROII OOOBRAll. 

rairly aotiYe Parie exohange market, At fiYe 

o1 olook the Bank of Franoe told me that the French 

control had a Yary good day acquiring eterling. Ae 

for the continental market• , today'• feature wae the 

'" 2 _t, 

slip i n the Swiaa frano that wae permitted when the 

market opened , as a result of yesterday' s s a.ere presaure 

on the Swies frano . It ia reported that aentiment in 

Switzerland ie quite nervous beoauee of rumors that 

there ie German mobilization on the Swiaa frontier, 

and beoauae of reports of the Swiae military meaaurea 

such as the mining of bridges along the Rhine. 

It is f elt on the Paris market that the apeeoh 

by Daladier waa reasonable. BowaYer it registered no 

positive reaction; rentea and eha.rea haYs practically 

no ouat011era. Karch 23 etate~~~ent of the Bank of Franca 

increases in diaoounta and in note 

oiroulation, the ratio baing 63.50 veraue 63.37. 
Amari-

can bank notes in Paria a.re at a premillll of around 

3/4 percent , but the demand for th• 1• not nearly eo 

great ae that reported trom Aaaterdaa and London. 

EBD liiSSAGI. 
BULLI!T . 

EA:Ln 
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JR 

Secretory of State, 

\'l:~.sh1ngton. 

422 , March 301 6 p. m. 

PLAIN 

London 

Doted M~rch 301 1939 

Rcc 1d 3 : 32 p. m. 

FOR TREASURY FROIO BUTTER' IORTH. 

263 

1 , The Chr.nc cJ.lor of the Exchequer 1"1\S ~.s kcd in the 

H0\\1'1£ of Commons th~s afternoon " t:hcthcr in v~rr1 of the 

f::~c t t hnt our rrscrvc of gol d i s l1::blc to b e dissipated 

in operations offs et t ing the tr~nsfcrrncc of money by 

individunls end comp::~ni cs from Br i t i sh to f orei gn s ecuri t ies 

and that t his tr:m~fcr cnc c s crv cs no useful purpose fron 

the n~tional poi nt of vieu, he r.i ll take imm~diatc st eps 

t o usc t he m~jor p~rt of t his gold to purchase stores of 

comr~odi tics of vit:ol need in timE of war" . 

Si mon r epli ed "ThE ::nsVIer is in the ncg:>.t ive" , 

A supplEIIItnt:.r y question (1. Eo t:i thout prior not i ctl 

1'1'\S thEn asked as to whether " it is not a fnct tha t the 

gold r eserves in the exchange cqunl i zati on accoun t nrc 

standing in a very gr:~.vc posi t i on ~.ving rcg~rd to the 

int er national situ:~.tion and 110uld i t not bE better to 

have a bi g supply of foodstuffs and comnoditics i n the 

country r a ther than gold. " 

• 
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- 2- # 422 , March 30 , 6 ~ .M . , from London, 

To thl s Simon t·e!)li ed "It i s a difficult and 

technlcnl quest i on ~thich I h 'lvt cxrunintd vr:ry c nrcfully 

n i th my o.dvis crs" . 

264 

Should this crypti c e nd dubious reply o. ttrnc t 

~ttcntion i t ~.y further sti~ulntE the movement of foreign 

funds out of the United ~ingdon, 

2 . The c.nnounced cxp•:msicn of the Bri tish 

t crri torinl nr:"y ( t:o , 415, ihrch 2tl , 6 p . r , ) ~.nd the 

Ch".rc.ctcr of Dr-1·1•ULr 1 s spEEc h h::wc r:-:~d t r. good 1:tprcssion 

in t;hc city r•.nd '\S :: r es ul t the London at·ock exchang e 

,.,.,.s s lic;htly firtncr , 

Thr forEign cxch·:m{I t market ll ... s been :;:~orr: octivc 

todny ".nd the Bnnk of Froncc o.c:-:in r.cquircd ('. considtr'lblt 

nUI!lbtr of pounds . r.ikt<~isc the doll".r h..'ls b~m bid 

cxccgt in t he nftcrncon r:hm thE S·.:iss fraoo 
1 

novrd fro~1 20. 93 to 20
0
99 r:hi ch cr. us td Srtiss spccul 'ltors 

to r c-purch~.s t SVIiS~ fr~.ncs by :l Elling doll::~rs thus 
Of thE 241 

C':lucing the d olla r to bE offered for : t i u t , 

52 ncr£ Hnrritd •.nd the BrttUh 
bars :;ol d ct gold f ixing 

fund supplied n fair r.mcunt , 

KEll NED'l 

CSB 
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DEPARTMENT OF STATE 

WASHINGTON 

April l, 1939. 

Ky dear Mr. Secretary: 

Juat a line to call your attention particularly 

to the tirat part of Butterworth' • !fo. 422 of Karch 30 

!rom London in regard to the use of gold f or t he 

purchase of •tore• of commoditie• of vital need i n 

time of war . 

I feel that the aotion of the Senate in reducing 

the contemplated appropriation to $40,000,000 may prove 

to be a mistake. 

It may be tb.at after weighing this you migbt want 

to di•cue• it with the President, and therefore I take 

the liberty of dropping you t his line. I hope you are 

thoroughly enjoying your • tay in Georgia. 

Sincerely youre , 

Herbert Feie, 
Advi•er on International 

Economic Affairs. 

The Honorable 

Henry Korgenth&u, Jr., 

secretary of the Treasury. 

P 8 On the ohalloe that you b.ave not got the 
• • h rt inent part of 

cable-with you, I append text of t e pe 
the 

L'· - -
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the oable. Butterwonll a44e the following ca-ent: 
•Should thie orypUo aD4 4ub1oua reply attraoi attenUOD 
1t •1 further at1-ulah the mouant of foreign tuD.da 
out of tbe United J:ingdc:a, • 

lnoloeure: 

Pertinent part of 
Jo. 433 of Karch 30. 

H.r. 

266 

• 
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lxcerpt froa telegru lo , (22 of Karch 30, 1939, 

froa London. fOR TRI.f.SORY J'ROK BUTTIRWC!lTH. 

:.6 7 

1, The Chancellor of the lxobequer wae aeked in the 

House of Coamone thb afternoon •whether in view of the 

fact that our r88er.,e of gold 1a liable to be di181pated 

in operatione offeetting the transference of money by 

individual• and coapaniee from Britieh t o foreign aecuri

tiee and that thie t ransference servee no uaeful purpose 

from t he natiCDal point of view, be will take i11111ediate 

etepe t o use t he major part of thi s gold tp purchaee 

storee of coamoditiee of vital need in t1ae of war •. 
Bimon replied 1 The answer ie in the negative• . 

A supplementary queetion (i ,e. wi thout prior notice) 

wae t hen aaked ae to whether 1lt ia not a fact that the 

gold reaer.,ee in the exchange equalization account are 

atanding in a very grave poeition ha.,ing regard to the 

int ernational situati on and would it not be better t o 

have a big 8 upply of foodetuffe and co.moditiee i n the 

country rather t han gold . • 

To this Simon r eplied 1 l t ia a difficult and 

b examined very carefully 
technioal queati on which I ave 

with my adviser•"· 
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reply ret er to 

My dear Mr. Secretary: 

DEPARTMENT OF STATE 

WASHINGTON 

Mo.rch 30. 1939 

2GB 

I a cknowledge the receipt ot your let.ter ot Karch 24, 

1939, in regard to the i esuance of licensee authorizi ng 

the exportation ot •arms, lllii!DWlition, and implements of 

war• to Germany. 

In reply, I have to i ntenD you that the leg,al question 

to whioh you refer has been carefully examined by the Depart• 

ment. Ae the pertinent provision ot the Neutrality Aot seeme 

to be perteotly clear I have not referred the matt.er to tne 

Attorney General. 

Sincer elY yours, 

The Honorable 

Henry Korgenthau, Jr., 

Secretar y of the Treaeur)' · 

Regraded Unclassified



"" t!..U .... . ~·~· 
Oa behalf ol tile ~--'-'7, who le 

*""-' fro• Wuhlll«toa, I - Mlraowl..._ 

~ur hner or .,.... ~. *leh all114eo 

doa of - '• ~. Ia \ be -"•• 

of llr. llorpa\ha thh hu 'Mea Nf•re4 

Slaonol.T .,_,, , 

( S18'le4 b7 G. l!/rorbuah) 

w. s. n., .. 
Prl .... S...~· 

•·oao."tlble Cor.toll Ball, 
ocr"\a.r7 of 'l"'-le• 

lathS..,toe , !). 0. 

OV/4bo 

' 

• 
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270 
:•vs . Forbush : 

( Miss McGuire br ought thi s in to me 

this morning and sai d l.lr. Foley had made a 

notation of i t . She sai d it has not been 

acknowledged. 

McH 

Mar. 31/39 

--

• 
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Oft'P'ICIAL 8USIN ... 

::. 71 

The Honorable 

Henry Morgenthau, Jr., 

Secretary of the Treasury, 

'1/nehington, D. c. 

• 

• 

I 
I 

" 
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friday, W&rch 31, 1939 

In telephone conversation with Seoretary Worcent hau todAy 

~eotioned that the Chinese had managed to ahip &bout t welve to 

fourteen million ounces of silver out of H&iphong to Wanila. 

Thit tilver waa now ~nroute to the Uoited St&teo !rom Uanila on &n 

Alserie6J> ete&<ter and: they had requeoted & bid fro" ua for it. The 

Secret&ry &uthorise~ · tbat a bi! !or thio ollver be m&de. 

L 

2. 72 
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Dear ~. Secretary: 

f'EDERAL RESERVE BANK 

O F NEw YORK 

March ; 1, 19n. 

Coroorate i ssues of securities for new capital during the firet 
three oonths of 19>1 have toteled only tL5 ,QOO ,OOO, or about one- f i f th of 
t~e !IIOnthly average ot ~0,000,000 durillf 1938. The closint; week or the 
u•rt• r ea• eecurity offer ings at a lo~ ebb, r ith only $3, 850,000 pleced 1o 

the o~<rkat. l~o<t of this total •-ae the COQOn stock offeriru! of the l'arna
•orth Televi,ion and Radi o Cor poration, now quoted belo; tt~-•yndiccte price. 

Unless i ssues now in regietr•tion ~re oostponed, however , owing to 
eevere 1\'ar scares or unforeseen de velonmente of •:hatever chzrac t.er , the 111ont.h 
or Apri l is likel y t o ehow a marked 1ncreaee i n the volume of new i ssues. 
!!ext week , Etockhol der s rlll recalve rl;:hte to eubecribe to S28,700,I)()0 of 
E~etr.>an Kode.k Com?any com.-non stock, nd t25 ,~00, 000 of Commonfleal th Edison 
Co:npaey 3 1/<:% convertibl e debentures. (The former offering i< t he largut 
com.'llon stock of feri :l!= since 19J6.) Large ieeuee for Texee Coroor• tion, 
National Steel Cor poration, Catinee.u ?or:er Cocp:my, <nd two or three oth~r 
utility companies ue el<J"'eted to follow. I seuee noll' schedul ed for April ore 
expected to total t250,000,000 or more , n~n rill rsi;o over !70,00~ , 000 for 
ne,., cnpi\.61 purpoees. Not all of t ' e !'untie borrond for""" ca!)itcl, hol<ever , 
rill be expended ~ediatelj. 

Awsrds of new zun!cipal bonds this •eek ~ere e~Jt t5, 500,QOO. 
?ublic of!ering was oade, bor.ev•r, of t7; , LLL ,OOO ser ial 3 l/2 ,an~ I. 1/L per 
cent bon:ls of the Uetrooollten t'ater Pl.etr1ct of Sol'thern Cclitornia . A syn
Heate i)Urchased t hese bonds fro:~~ the Reeon• truction ?i Mnoe Corpor btion. 
'Aatur1nc. in 191.8-87 o.nd 9r ieed to yield 2. 70 to 3.60 9er ce':t, the ioeue ""a 
well received. Fifty million dollars hove been sold, incl~o inG all of the 
bonct! mnturi ng from 1~78-B7 , despite the adveree merket con~itions , &rowing 

,,, ,, ,,, ....... "''"'" ·:::::·;:,,.,,.,~~~~~ 

Hon. Henri ~orgenthau, J r ., 
~ecratsry of tr~ TreasurY, 
":aehington , ~ .c . 

' ?resident. 
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Aprll 1, lilt, 

011 ~alf of \b11 ".,.,..,~ I • ao
<no•lo~~ yaar le\\., of ~ Slt\, 
cocMn~lal; oa oorool"'te h .... of .. cur1ti11• 
dutll\" ~he pan \ \hi'M _,,.., pcu'Ua.larl7 
•\r••• lfte \raaoac\loao of &he ~• week. 

':'h lo lnro ... uoa wtl l be V "'**;b\ \ o 
Ur , IOot t:l!nUww ' • aUMUoa fto oOOD t.a he 
h ll• c>" in \ h o o f!loo &(tt'1D• 

(SJ.cno4 by 0 . ,::, l'orbuoh) 

I ,. , ll laa SJ>roal, 
~ 1 ro~ ?low P.·oate.\, 
'•~oral itenorre 11i11ak or ... York, 
Wow Torlc, lew YoJtr, 

274 
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Sccrctll.ry of st~tc , 

Wash ington. 

l 

275 

GRAY 

London 

D!!.ttd U!!.rch 311 1939 

Rcc td 3 :38 p. m. 

' 
' 

( 
;! (.) --: 

428., Jinrch 31 , 6 P• m. Ct.- ~ ,,,_,· • ~ · t - '--_:. ,•4'(..':.. 
FOR TREASURY :?ROM BUTTERWORTH • t ~•T~ ._, .• -.~ . . 

S'rR!CTT,y COi:PI: >~l'TIAL. 

~incc E\worc is again movine int o thc dangEr zone of 

conf~iot I rcvicm:d today with the British Trco.o\Wy the 

fino.noia l s tcps thEY intEnd to takE in t hE event of war . 

Tilt gEnEral considcra~ions and plttno set for th in 

my ~o • . 922, SeptEmber 24, 5 p . m. , No. 1032, SeptEmber ~6 1 

5 P• m. and particulo. rly Ho . 1054, SEptcmbcr 27, 6 p . m. 

still hold good. But in certain mattErs more detailed 

o.rranarmcnts have bHn worked out since September and 

tht rLrorE it may b~ useful briefly to s~~rizt thE 

position. 
OnE • Ir.nncdiatcly upon the outbreak of a war the 

British Government will rcqu1sition all foreign sEcuritiEs, 

forcian balances and gold belonging to British r esidEnts 

(the tc~ British resident includ&s forEignErS who arc 

normally British rEsidents) . Tht British Government will 
not 
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REB 

2- #428, From London, Mar. 31 ,6p. m. 

not (rtp&at not) takE stEps to liquidatE any AmErican 

sE curitiES thus acqui rEd without pri?r consult ation with 

thE appr?priatE AmErican authori tiEs . 

Two. ThE British GovErnmEnt dots not intEtld to 

dtcl~rt a gtnt ral moratorium but Expects to closE all 

banks and financial institutions for one day . The banks 

consi der the t t hry nttd such a ptriod to makt thE ntctssary 

adjustr.~Ents but the Rl'itish TrEasury is of the opinion 

that should war EVEntuatE towards thE tnd cf a givtn VItEk 

it would bE nEcEssary for thE banl<s t o makE arr angEmEnts 

whErEby payroll wagEs could be mEt. 

ThrEE . It is now plannEd that thE Bank of England 

should announcE , probably daily, forEign txchangt ratEs 

for stErling and thE other banking institutions would bt 

authori zEd to supply foreign EXchangE in suitablE amounts 

for bonn fi<i.E rtnsons . ThE rEforE Ana:rican citizEns who 

happEn to bE in thE Uni tEd Kingdom upon thE outbreak of a 

war would bE ablE , aftEr thE banking institutions rtoptn, 

to cash travEllErS chEcks , dollar drafts and draw on 

dollar lEtttrs of crtdi t , Et cEtera, and thus obtain not 

only such pounds as thEY may requirE but nEcEssary (rEpeat 

necessary) amount s of American dol lars . 
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3- #428, From London, Mar . 31, 6p. m. 

My own imprEssion i s that there arc two school s of 

thought as to the ratE at which the pound wi ll b e 

cvalutd in terms of dollars when dcalin~s begi n after the 

outbrcnk or a war. But I fttl rcasonnbly sure that those 

VlhO favor an i=tdintc and sharp depreciation of tht pound 

will prevail ane that the sterling dollar rate as first 

nnnounced by the Banl{ of Englnnd nftcr the outbreak of a 

war r1ould si•ow a very considerable depreciat ion of the 

pound a s c ompo.red with the present level . 

l•'our . The stock exchangEs will be shut upon the 

outbreak o:i' o. r1nr . The British 1'r€1l3\tl'Y intends to reopen 

them as soon as practicable but realizes it is impossible 

now to set o.ny definite period inasmuch as the object of 

shuttinG the stock exchnnges liOUld be to prevent pnn1c 

selling from developing. 

Five . Under the present ;tar pl:ms the British 

Trcnsury will attempt to continue to rune tion in its 

present building in Whitehall , in th£ bnscmcnt of whi ch 

bomb shelters have b een constructed ; but it i s not really 

knorm wheth er this tentativE nrrnngcmcnt will in fact 

prove fe a siblE under actual wnr conditions . 
ThE 
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4- #428, From London, Mar. 31, 6p. m. 

Th£ abovE information has bEEn obtainEd on thE 

EXplicit undErstanding that it would bt trEatEd mos t 

carEfully and confidEntially. In this connEction thE 

Ambassador suegEsts that thE hEad of thE Stcuritits and 

ExchangE Co~ssion might bE info~td of thE stock 

~rkEt infornation but in t hE strictEst confidEnce . 

KENNEDY 

CSB 
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Al.Et.~a;.ssY 

TEU: GRAM SENT 

GRAY 

llpr~1 1 , 19:39 

1 p . m. 

LOiiDOil ( EHGIJ<liD) 

225 

FOR 31..~~ER".":O~TH FRO!! TREASURY , 

, ail copy your 428 to Cochran to rEach him ~!onday 

morn1r0 • 

E •. :HF :r; ra 

~ 79 
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TELEGRAM SENT 

GRAY 

April 1 , 1939 , 

l P• m, 

J,J,iEihJ3;,sSY 

P/"-:IS (FR!IIi CE ) 

221 

;.:'OR CCC.H!U\1: pgQ!,, TRE:.SIJRY. 

RE fErEncE ::J"ttEI'\·:orth ' s co.'1lc to Stcrttar;r 128. 

AscErto.1n f rom FrEnch TrEasury whnt st t pa tht y contEmpl atE 

in similar circumstancEs and co.blE no t l attr than Monday 

EVEning, 

E.'. :H!' :v:r.v 

HULL 
(HF) 
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Stcrcto.ry or St~tE I 

\"lo. shin::;ton . 

S20 , A~ril S , 3 p . m. 

.>~Ci . COCHRAN. 

SPECIAL GRAY 

Paris 

DatEd April 3 , 1939 

Rt c ld 2 :30 P • m. 

(SECTIOII O!IE) 

1)cnnrc.1tnt' .J 221, April 1, l P • '11. Wi ;hout mention

in.:!; t '·u: plo.n:~ of o.ny on e I askEd Rucf: thi~ noc-:1 what 

steps t ilE Frcnc;l :.iinis '.;ry of Pinn·1ct cont~.n!?latcd takin('; 

i n t l'lt even': of .,1ar nnd s pecificallY requested information 

on the _r>oi:-~ '.; :~ in.;lttdEd i n But tEI'I'Iorth • s 423 , Harch :n, 
6 P • m. I-.E said thnt d efin itivE rtolits in thE premi s es 

wer t L'11possi~lE sL'11ply b tcnust no p rtcisc. plo.ns had bEEn 

::~adt , ThE gEnEral idE:> rEII'.Il i ntd t '1t sruot as last 

SEptc·.:b tr , t ;mt is t o k EEP av1al:t t;o dcvclop::~tnts and to 

281 

cxpl o":'t: r:o:~:~ibl£ expediEnts bul; t o fo llow thE basic 

poli cy o~ tru~ins the l ea s t possibl E excesse s or unusual 

mtaourts . I n my tEle grams of last Sept ember I reported 

this policy par ticul a rly mY ~lo . l G1G, Stpttmbtr 29, 3 p . tl . 

BULL ITT 

CS9 
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Secretary or St~tt , 

Wnshin~ton . 

SPECIAL GRAY 

Paris 

Dated April 3 , 1939 

Rto •d 2 :45p. m. 

520, April 3 , 3 P • m. (SECTION TWO) 

Sinot I had an appointment to stE Govtnor Fournie r 

o!: thE Bnnk of FrancE a few minut es after s,cnking with 

Rud'r I raised thE samr. quts tion~ vti t\1 hirr ainct hE would 

naturally bt consulted by the Treasury and sharE in any 

plans . Fournic r ba vc thE same anDI"IE r ns Rueff . Lo.st 

5 t mb b h d t 
w,"Oi 

cp t cr E a s uditd possible measures ase1~st 

282 

l!archandcau who was then Minister of Financ E and with 

Rueff . Fournier ' s personal ideas had been accepted at 

that timE and remain t~E samE at present . HE has not 

bttn consulted by Reynaud but is convinced that thE present 

Minister of FinancE would, considEring t hE l i beral pol icy 

hE has so successfully followed, bE even mor E r eluctant 

than his predecessor to takE restrictivE steps. Certainly 

no final plans would bE consumMated until actual war 

circwnstancEs werE encountered. 
Last autumn no plans ~erE envisaged which involved 

a general mor atorium, closing of banks or ~tock exchanges , 
or 
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2-#G20, From Par1a, Apr . :5 , 3p,m, 
(SEc , Two) 

or rEquisitioning of gold , fol'Ei3n aEcuritiEs ard 

forEi Gn balancEs . AmErican travElltrs obtainEd thE 

funds t: ty rEquirEd on travtllEro chEck:~ , Et cEtEra. 

It w~:J con:JidErEd ts::Ential that French productivE 

activi t y ::hould b e accEltrattd in cast of war and 

tvtry eff~rt wall ~o bE madE to avoid acts th~t might 

rt tard i t . 

)AJT_.LI'i. T 

CSB 
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SEcrEtary o f StatE , 

':1,-,,.hington. 

SPECii.L ORJ,Y 

PariS 

DatEd /,pr11 3 , 1939 

REc 1d 3 p ,n , 

620, i.pril 3 , 3 r , n , (SECTION THREE) , 

Furth~orE Fr~ncE hcs c pEculi ar oosition cs a 

c~pt~li3t country. Net only a rc thErE ?r~ctic~lli n~ 

284 

for ticn funds h rld in ?rene £ but EvEn :m t~.p.,rt~nt p:-.r t 

of Fr ~.ncE 1 s own cnpl.tnl i s h£l<i abroc.d . DurinG thE 

c urrmt crisis thE ttndmcy to r Epntri '\tt French funds 

•:hich bq;nn \7i 1-h Rcynnud 1 s nm progrnr.l of l:~st fall has 

c~ntinucd. Tht authoritiES nould h opE f or such 

rcpctri o.tion t c bt pr ol ongEd end even ~u:;raEntcd, through 

patri oti c i nsti ncts if ttnr c~t . C~nscqucntly . thEY 

''loulc1 bt v tr'J rEluct t'nt to c.dopt or cvcn to ltt it bt 

ouggEstcd th<:~t tht:! Mi ght adopt a•acn~ur cu f or sEizing such 

r.ssEts rthi ch n i c h t l'tork ngcinst their rcpatrict1on . 

Natura l lY the ~ut'horitits ,·ould h"-VE tc :~ct 
qui ckly if panics dcvEloptd but thE pclic ~- is tc t::>it 

"".nd SE E. 
ThE l oc nti on ll f tht French l!inistr ;" c f Fin:~nct " ould 

ncc Essa.ril ;" d epEnd upon thE gcncrnl deci s i on of thE 
Govcrnr:aEnt 
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Govtrnmmt a s to whErE thE si tE v;o•lld bE 1f Par t s wErE 

~ tta ckEd <'r thrEat tnEd. F'rurn1 Er •:;ould nlnn t o kEEP 

thE ht'\d officE of thE Bank of Fr :mct at Paris rnd opEn . 

It hns 1r.ltltns t ctll'\rs Equ i ppEd f or any m ErgEncy. 

(END OF iiESS:.GE) . 

8ULLITT 

CS!I 

285 
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Secretary of StatE , 

~lasllington . 

429, t;arch :n, 6 p. m. 

PLADl 

London 

Dated March 3~ , 1939 

Rtc ld 3 ·28 . P• m. 

FOR TREASURY FROM BUTTERI'IORTH . 

Ot1E . ThE P:.•imE 11in1stcr 1 s dtclal•ntion respEctinG 

Polan<~ was r,tadE in thE Houat of Comr.:ono at too lo.tE an 

286 

hour ln thE aftErnoon for tht city to rEal!.zt its ful l 

significancE and inasmuch as tht initi ativE now passEs 

i) l'imarily to BErlin and sEcondly to '.Ynrsaw thE city finds 

it difficult "to takE a viEw" . For instancE thE jobbErs 

of thE London stock mo.rkEt first put prices up after thE 

publication of thE announctr:tEnt probably bEcausE a dEfinite 

statc .•. cnt of govcrnmtnt policy has bEEn for so long awaittd 

and t h En with sEcond thoughts prict!l povtd down to close 

with small lossEs on thE day. A ltadinn ~ritish banker 

charactErizEd thE city as "numb and dwnb" . NEve r theless, 

thE rEalization is gr owing 
(a) Th~t t r aditional British policy vis-a- vis eastern 

EuropE has bEEn supErsEdEd ; 
(b) Tnat thE spEctrE of cncirolrmrnt of GErmany 

raistd 
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2- #429 , From Londo M 31 6 n , ar. , p . m. 

raisEd up by the British declaration will tend to unitE 

all Gt~nans behind the Nazi Govcrnmcnt J 

(c} That Europe is again entered into thE danger 

zonE of conrlict . 

Two. Th£ foreign Exchange market was also slow in 

evaluntina the situation but the three months forward 

dollar which was offered at 2- 1/8 thio morning became bid 

in thr. latE aftErnoon at 2- 5/16 . The rcpatriat~.on of 

ftmds from London to Pnris was Ago. in largE today . Of thE 

200 bill'S sold at gol d fixing 28 were 1~arricd and about 

45 were SUJ?J>lit d by the British fund . 

Thrtt o Incidentally, the British Treasury states in 

confidence that the amount of hoarded sold in London totals 

about 185 , 000, 000 ~ouncs and is, as previously r eported, 

now on thE decline . 

~our . Tht averagE rate for today 1 s treasury bill 

t ender was just over 255 . 6D. per cent as compared with 

l4S . 7D. last week and just over lOS. the wttk beforE . 

As was the cast last week the syndicntt recEivEd ovEr 

70% of their applications which indicntcs that outside 

bidders again largtl) r efrained from tendering, their 

funds being probably still largely tied up in dollar swap 

operations and arbitragE . 
KENNEDY 

wwc 
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JROlh Allert can •baaay, Paria, rranoe 

DATI:: llaroh 31, 1939, 8 p.a. 

10.: 808 

FROM OOOIB.U. 
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Today the J'rench control continued to gain eterling. 

There waa alao 1mproTeaent in the forward franc ae a 

reeul.t of the aore c&laillg nne regarding Italy and 

the laatern pa:rl of lurope. There were gaine in J'renoh 

rentea and eh&ree. Particularly weak forward belga. 

There 1a auoh comment in the pre11 on the changee 

in the atruoture of the Reiohebank anticipated in my 

telegram Jo. 472 of March 14. 

Tonigbt I go to Basel where thie weekend the 

B.I.S. 41reotau hold t heir aeetin.g. 

BULLI!T . 

EA:Lft 
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OfftC.I or rHI O llAN 

Donr Mr . Secr etary : 

I have been th i nkinK ovor your problem with reference 

to the General Counselsbi~ and I ~~ve been wonderlne r.hether 

you have exan!ned the qual1f1cnt1ona of Cheater Lano In thAt 

connection. L3ne Ia now General C~~ael a! the Se~~ltles and 

txchnn;;e COCII:Iission end I cnn heartily underwrlte hio for a <>e>at 

such nG you ~est . ~e Is an lndefntlgAble wor ker besides 

oosaeaalnc qual ities of exactitude ~~d !mAG1nnt1on . I ~ow that 

he l!kea his present job, but ho ml~t be Induced to take another 

ono . 

You made me so enviouc of aooe touthcrn ~~shine with 

;1our call from Sea I sland thtlt I decided to peck up and ,:;o to::~orrow 

to Sout hern Pines for " f ew di\YO · 

tri tb cy best r egards. 

:!on. l!enry Uor ;;enthau . Jr. 
Sen I nland , Geor;;in 

::.as 
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aR.lY 

Rio de Janeiro 

29(} 

Dated March 31, 1939 

Secretary of State, 

Waehington. 

95, March 31, 11 a.a. 

My 87, March 24, noon. 

Reotd 10:45 a.m. 

Aa a reeu1t of informal repreaentationa made by 

the J:mbauy, the lo!inilter of Finance ha. instructed 

the Bank of Brazil to exoept from t he two percent in

creaae in tbe exchange tax on co1111Dero1a1 billa all 

t raneaot1ona represent ed by milrei a deposited before 

effeoti~e date of the deoree law. 

P1eaee 1nfora Department of O~eroe. 

SOafflll. 

• 
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March 31, 1939 

FOR THE SECRETARY: 

Conversations with a do~en or more bankers here 

and in St. Paul today can be summarized as f ollows: 

Busi ness ie slightly below expectations and a shade 

-
291 

of doubt about the f uture ia diecernable. Europe i e unanimously 

cited as a cause for business hesitation, and Republican bankers 

also bla~e the New Deal . With one exception bankers agreed t hat 

benks gener ally are wondering about oo~t1nuat1on of present 

hith Government bond prices. A war 1n Europe, theybel1eve, 

would bring bond pr1oes dohn at least temporarily . Opinion 1s 

divided evenly over whether banks would all t r y to dump t heir 

Government s 1f prices broke, and also 1s divided over how vrell 

banks are prepared to withstand a break in bond prices. Banks 

her e are beginning, with varying degrees of enthusi asm, to m~ke 

•term-loans• of longer maturi ty than ordinary oo~ercial loans. 

Tax r evision preferably reduction -- is ap/l euded, but 

spending was never mentioned unless I asked about 1t, 1n vh1ch 

case, everyone was agai nst it. 

First National Bank. Hi nneapol1s -- Cf:r. Wakefield, 

the president, was on vacation.) Hr. Grangaard. chief loan 

officer of t he bank, said business 1s slow and t he demand for 

b t t His banlt has outstanding 
us1ness loans almost non-exi s en · 

lines of credit amounting to $44 mill i on or which the 

borrowers have seen t1t to ut111~e only i 8 million. 
This 

!allure to use credit wni oh 1s made available to them shows 
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that business man are not being hindered by a lack of credi t, 

Mr. Grangaard believes , and he i e of the opinion that Govern

=ent loans to small business would be useless. Hi e bank is 

beginning rather reluctantly to make •term-loans•, but he said 

a loan r unning for eight years had been re j ected by the bank 

today because the loan committee felt that it could not take 

a chance on the trend of business over as long a period as 

eight years. He admitted that Government i nsurance of such 

s loan might have r eassured the bank sufficiently eo that the 

loan would have been approved, but , he added, such insurance 

schemes as FHA had yet t o be tested by bad times. 

Other loan officers of t he bank, when asked about 

t he businessmen who are their customers, all mentioned Europe 

as a cause for hand-to-mouth busineso operations. They also 

mentioned high oosts, particularly taxes and especially social 

security taxes which must be paid whether the company has any 

net earnings or not. They heartily approved your soci al 

security statement. One man said that the most discouraging 

t hing tor him was to see these higher oosts gradually sinking 

old established f irms. He mentioned a local depart ment store, 

an old cust omer of t he bank, whi ch has been losing money 

and which t he bank may soon have to out ott . 

sai d he thought t hat t he burden of wage-hour, 

SEC and similar regulation was more thnn the 

Another officer 

labor relatione, 

average busi ness 

~entality could oope with on top of ordinarY raw mat eri al , 

labor, financing and selling pr oblema. 
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Mr. Gr angaard thought t hat moat Government bond 

accounts are 1n good shape eo that a break 1n Government bond 

prices would disturb but not hurt moat banks. He believes 

that very few banks have sold out at a profit, disbursed t he 

profit as d ividends and then reinveoted at high prices. Hi s 

own b~nk has amortized all Governments down to par and evidently 

holds very few long-term bonds. War, he t hought , vas the only 

disturbing possi bility. 

Mr. Washburn, chi ef legal officer, said the bank vas 

much oppooed to t he Barkley trust indenture bi ll ; he also spoke 

strongly in f evor of r epealing t he cniptal gains and losses 

section of the i ncome tax saying that he t hought r epeal would 

cost t he Gover nment nothing and would start venturesome 

capital working. He t hought spending should be cut down. 

Northweet National Bank. !Unneaoolis -- 1-!r. Ford, 

oresidsnt of t he ba~~. also t hought Government bond port

folios were i n good shape, that banl:e were resigned to having 

prices high and yields low and t~.t banks would not stacpede 

into selling bonds unless war or commer cial demands for credit 

developed. He expressed a preference fo r intermediate-term 

Governments and said t hat hie bank had taken t he new, shorter

t er m bonds in t.taroh although they had considered not sxohnng-

lnt; ~1hen the exchange offer was announced at a pr emi um. 

exchange offering at a premium seems to have caused mor e 

surpr i se t han resentment. 

The 
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Mr. Ford said that his bank was making quite a rew 

•term-loans • and would like to get more or them. Hi s bank bad 

offered, for instanoe, to finance a new •ti n train" rcr the 

Rook Island railway, but t he RFC and a Chicago bank bad under

bid t hem and taken the busi ness. Other types or business loans 

are dead, he said, although I am told the bonk has made many 

corn loans with the CCC standing back of t hem. Country banks 

ln t he Northwest Bancorporation are keeping alive on service 

charges and bonds , but t hey all are maki ng money, he said. 

For that r eason he l aughed at t he argument against a bank hol d

ing company bill wh ich i nsi sts t hat small, independent banks 

can not keep alive in t he Northwestern s t ates, but he feels 

pretty sure t hat t here will be no bank holding company legis

lati on. 

Federal Reserve Bank , !Unneapolis -- John Peyton, 

president, had held a conference last week of all member banks 

1n the d istrict . He said t he bankers wer e ouch interested ln 

Europe, in the Government bond market and in t he possibility 

that t he Government would go into the industrial loans business. 

To i llustr ate what int er ests the bankers, Mr. Peyton gave me 

the at tached l ist of questions whioh the bankers had asked to 

have discussed at t he conference. 

Unlike the private bankers, Mr. Peyton feels that, 

although bankers have been watching t he high Government bond 

carket closely, the small banks have failed to protect them-

selves against a possi ble bond decline. 
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Business loans are hard tor the banks to tind and 

part ot this ditticulty is due to the increased competition ot 

Government lending agencies like the CCC, the Farm Security 

Administration and the Production Credit Aseooiations , 

!~. Peyton believes. He adds that bankers greatly tear in

creased oompetition trom some Government lending ·agency tor 

small business. 

Quite a discussion ot the loans-to-small- business 

problem took place at a luncheon at the Reserve Bank attended 

by t he Bank's officers and some local bankers. The consensus 

was t hat the demand tor loans was being me t by banks but that 

business wanted capital which was too r18ky and too long in 

maturi t y tor banks to provide. ~!r. Peyton said that tho 

Federal Reserve Bank bad stretched tho law in ita endeavor to 

make industrial loans, bad investigated every application and 

bed not neoessarily tried t o avoid losses. In spite ot sll 

this, the Bank had been able to approve only about 400 of the 

1,300 applications received. The remsining 900 applicants 

had r eally wanted somebody to invest capital and take a long

term risk , he said. The luncheon group agreed t hat t he only 

opening tor a Government agency was in the supplying of 

capital, an undertaking which would eventually involve the 

Government in accounting and manageri a l control of countless 

businesses. 
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As to Europe, the group at luncheon said that the 

region was thoroughly 1eolat1on1et and that the bankers at 

last week's conference had cheered remarks about letting Europe 

tight its own battles. One or two persons at the luncheon 

expressed t he belief that it Hitler were allowed to swallow 

the Balkans he would be so busy with internal problems that he 

would leave t he rest of the world alone. 

American National Bank. St. Paul -- Otto Bremer, 

chairman ot t he board, says the Northwest never complai ns 

about business. The president ot the bank, however, says that 

business loans are hard t o find and that businessmen are de

terred from making commitments because ot t he European situa

tion. 

Mr. Bremer is very proud to have bought long-taro 

Governments over a year ago when Eastern banks, which are nov 

buying them, advised against it. He says t he bank has had the 

beet year in its history as a r esult and t hat the 35 or 40 

small country banks wh ich he owns have kept alive on long-term 

Governments and service chargee. He recently sold out 

S9 million ot Governments to r ealize t he pr ofit on t hem, but 

he has set the profit aeids as a reserve. Since the sale, 

however, he has been trying to reinvest, but the market is 

too high tor hi m. He thinks war would bring 1t down. 

The bank bought the June Trea sury notes at 102 with 

B doesn't understand 
the idea ot exchanging them, and Hr · remer 
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why t he Comptroller's Ottioe required him to charge ott the 

2-point premium, writing the notes down to par, when be could 

nave made a profit on the deal by eelling out the new bonds 

vhioh he got in exchange tor the notes. 

Mr. Bremer's bank evidently handles all the internal 

revenue tax oheoks in addition to about 100,000 ohecka monthly 

tor unemployment insurance. Thus tar, the preeident or the 

bank says, they have had only a $5,000 internal revenue 

balance , and he is asking tor a Government balance ot $750,000 

on which he t hinks they could earn enough t o compensate them 

for the work t hey are doing. 

Mr. Bremer approves very highly of t he new internal 

revenue decentralization, but he is against the Treasury's 

ettort to sell the old St. Paul post ot!ios (which he regards 

as architecturally superb) when the Government is paying rent 

tor otti oes •to the Republicans at t he Firat National and 

Northwes t who are against your Admini strat ion day and night.• 

He also reels t hat the Treasury and Board ot Tax Appeals treated 

himself and his brother ver y arbitrarily in asserting a "2,500,000 

t ax claim against them in 1936 under section 104 . He says that 

he collapsed at his desk from the worry the d.ay that he waa 

ri 1 1 ., "725 000 He is also against the na ly able to sett e .or • , · 

undistributed profits tax. He is still a staunch supporter 

or the Administration, however, and speaks very proudly or you. 
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Empire National Bank, St, Paul -- Mr. Highland, 

president, says t he businessmen he sees are finding t hings 

rather slow but are not buried under heavy inventories as 

they were a year ago . A wholesaler was in his office yester

day di splaying a l ist or the tree surplus rood distributed in 

lUnnesota last year by WPA and complaining about. such competi

tion with h is wholesale grocery business. ~~. Highland said 

t he wholesalers like the new •or ange and blue ticket • system 

ot rood di stribution, which is being started in St. Paul, 

much better. Nevertheless, he said, a grocer had told hi m t hat, 

although he normally sold a crate or two or grapefruit a day, 

be barely sold a dozen on the day t hat the relief agency gave 

him a truckload for free distribution. With business loans 

slack, the bank has been dealing heavily in FHA mortgagee and 

ln au tomobile finance loans. 

Firat Nat ional Bank, St. Paul -- (Mr. Li lly, president, 

was on vacation. ) 1-lr. Bai rd, chi ef operating officer, said 

most businessmen were getti ng lese busineos than they had 

budgeted and t hat conditione generally were below expectati ons. 

Inventories, however, have not begun to accumulat e. Consumers 

goods industries, J.!r. Baird reels , have pushed up to the 1929 

levels and can not advance or even he ma i ntined unless heavy 

goode industri e s depends on removing u~oertaintles and restor

ing confidence in the long-ter m outlook. Europe is the chief 

he r eels. but he adds frankly t hat the cause or uncert aint y, 

New Deal whet her i t deserves to be or not, is an unsettl i ng • 
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factor in =any people's minds. In this connecti on, he spoke 

highly of the work done by Mr. Hanes and of the position of the 

Treasury generally, saying t hat he had always felt that the 

Treasury ' s influen~e within t he Administrat ion had been on the 

right side. 

Hi e bank haa made $4 million of •term- loans• running 

tor as long as 10 years, he said. These loans were of a type 

which previ ously wer e floated by local investment bankers, he 

explained, but private 1nTeatora were no longer interested in 

such offering s , t he price of SEC registration was high and t he 

banke were abl e to give the borrowers better t erms than t he 

underwriters could give them. 

Mr. Baird wae of the opinion that all banks would 

Jump i nto the Government bond market at t he sign of a decline, 

each bank trying t o sell out at the top. Against this dieposi-

tion to cash i n at the largest possible profit i s a growing 

will1ngneaa among banks to hold more long-term Governments and 

to retain them rather t han t r ade in them, Mr. Baird sai d. Hie 

own bank has gi ven up arbitraging Government s. 

In r esponse to my question, he said he thought the 

people were more willing to see Government spending curtai led 

now than t he y would have been five years ago . 

He also agreed t hat small business needed capital, 

not loans, and that i n many i nstances the Government , if it 

advanced money to small busi ness, would have to put in new 

management and even deTelop new products if it wanted to stand 

a chance of recovering its money. His bank, he said, bad been 
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will ing to lose some money on euoh loans 1r it could help 

employment and business 1n St . Paul but bad round very rev loan 

prospects even on this liberal basis. 

Mr. Baird was critioal or the type or semi-banking 

which is growing up under Government tutelage in the Federal 

Savings and Loan Associations. 

He was against givi ng the Comptroller; to the Federal 

Reserve Board under the Reorgani~ation Aot and spoke highly 

ot the Comptroller 's Office as now set up. Y~. Peyton, at 

the Reserve Bank, had said t hat be expected the Comptroller's 

Of fice, it it were put anywhere, t o go to the Federal Deposit 

Insurance Corporation; he ie in favor ot a central hank 

examining agency wholly independent ot the Federal Deposit 

Insurance Corporation, the Reserve System and the Treasury. 

Mr. Baird agreed with the Administration foreign 

poli cy, especially with international lending which he said . 
he t hought was a logical and powerful stimulant tor American 

business. 

ESD 
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nat ertec t, 1f any, will the National Debt have on the value of u. s . Conrn•nt 
securl tiel within the next 12 110ntha? 

fe have devalued our dollar; • e have bad a credit inflation; and i t is a fact that 
coffee , butter, and other costs or living are not greater than on the date of such 
devaluation. History tells us when a nation devalues ita moneys it cannot escape 
actual inflation within a limited number of years. fiba t Is the outlook for our 
country? 

In your opinion will the government indefinitely be able to maintain the market f or 
Its long term bonds at or near a 3% yield basia1 in other words has it the ability 
through its various agencies to take the offerings of governments out of the market 
so as to keep the price for governments firm when they reach a 3% yield baeis? 

lould the return t o the gold standard either at the pr e sent perity price or at t he 
olo peri ty price have a derogatory effect on governments and other high grade obli
gations, or would it ultimately work toward a benefit to that type of security? 

Could a composition of differences aaong European nations , eo that sctlve and un
restricted international trade could be resumed , increaee our national incoce 
sufficiently to balnnce the Federal budget - assuming that expenditures do not 
Increase further? 

fb&t wi ll be the trend in interest rates over the next fifteen years? 

J,hat will happen to the price structure of government bonds in the immediate future? 
Jill the trend be upward or downward? 

If a bank baa for three years been pursuing a short-terM government bond policy in 
its bono portfolio , is there a sound or logical reason for • change in that policy 
under present conditions? 

(6) rhat effect did the devaluation of the doll&r have upon commodity prices? 
(b) Y.hat effect upon colll!llodity prices would f ollow the f'ederal governcent going 
onto a golo basis with impounded gold freed of a ll restrictions? 

l.ould you advise t he buying of bonds at this tlu as secondary reserve and , If eo, 
• ouln you advise government or muniei pel bonds? It ownlcipel , wl".at t ype of &un1-
ciP61 bond? Are there any indications that u .ere will be a change in the price 

of bonds eomet11D8 in the near future? 

law and eatablls~ent of a free oar<et 
T.ould you favor repeal of the gold boarding 
for gold in tho United States? 

h u it d States .. hat provision coul n be 
' Hh a free gold market established in t 8 n 8 ' h value of gold (that 11, 
>ede t o stabilize the value of the dollar in relation t o t e 
toe price of gold in terms of dollars) . 

Explat.n the Silver Purcbase 
lful"chaaing large IJIQunta of 

La• under which t he United States Trea&ury Ia regularly 
sil~er bullion and storing it in imllenoe vaults at lfoat 

f'olnt, New York. 

1o there any plan f or di&posing of 
of the law on fo re ign trade at the 

i the future? \\bat is the effect 
thiS silver n 
present tin? 
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111 now or tho l.&rgo TOlUM or Gonrnqnt I OCill'i tiu in bank a , and in rt .. of tho 
,ontitiYeDIU or bond prieoo to cbangoo in YOlWM or IXCIII rol orYol, will tbuo 
raeta deter or pi'IYont the Board !I'Oa ua1ng tho Cl'ldit eontrolo anilable obould 
tho need tor thea ariae? 

Jould an increue in use ot Barter in In t.ema tional Trade agreements diainioh tho 
use of gold tor international settlement• and consequently the demand for oaae , 
thus chu.pening our gold hoard eventually? 
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can the stockholdera of the Federal Reserv lUll< c1 
to brlni about the eliaination of lnequal~tiea ~· tnclividually, or aa a corpora-

lrec:e!i1U between CDe•ber and noDlle•ber banks? 
0 

r &hta , duties, uponau, and 

view of the discussion in Waabineton and th bill 
Senator Pepper's bill , do you think that a ~at 8 ;h~c~ have been intr oduced, aucb 

<•n•••t•-v will be established; and 1f 
80 

will it om 
0 

n uetrial Loan ba.nka for all&ll 
' eo•pete unfairly rltb colllllercial bonks? 

clea rly Regulation •Q• with respect to 
i u1 

..__,_ bef payeent of t ia certificates of deposit 
aa ng """"' oro aaturlty. 

are you band.ling the Wage and Hour Lsw? 

t~th~ i:w recently passed by the ~nneaota Legislature, and signed by Covernor 
au or z g a c harge of 3% per month on small loane in loan agencies t o be 
- who are the sponsors of t his law? Who can operate" under it? Who will 

. ....... by it? 

used to receive shipments of caab from the Federal Reserve Bank on the s1o5 t.rain 
the aorning e.fter we ordered it. Recently sucb shipments do not arrive until the 

train and we have to get our currency orders 1n a day early or send thea by 
to a void running abort . Can anything be clone to put us back on our old 

·~t~~rn in Corn Loans to the RFC before they are due ana still get t he interest to 

circular a>entions "direct sanding of cheeks". What does t his meen? 

will the Old Age assistance and the relief expenditures havo on 

tly the PCA and simi lar agencies have been authorized ~o a:ake loans to far .. ra at 
This is an unwarranted type of gover nment eoa>peti t lon with business. Said 

use tax payers' money and are not required to pay taxes themaolves . 
present administration stetes on one band a desire to cooperate with private 

inoss , and on the other band uses government c r edit to obtain funds to loan at 
ve rates. Wb.n can an7 relief from s uch unwarranted competition bo e xpected? 

the bankers through their various associations back proper leglsletlon to 

tbia along with other alailar competitive polic ies? 

havo two ujor problema in - County and west and nol:th therefroa. One la, llhat 
the cheapest feed that we can r alee for the hoppers? The other: llhat aball we do 

the eurplua 110lsture? 

great a factor will c rop insurance prove to be in laprovement of t he credi t of 

farmers? 

·~.~~.\':::••;~~!• to reclaim our Latin-American t rade (South Allerica) fro~> the dictotor 

01 
and at t he same time improve our financial poai tion and ~~aintain our present 

of living? Or will this trade have to bo obtained rlth gonrnaant aubaidi .. 

the expense of our tax payers? 
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ballkl or tbie countl')' for their stockholders e.nd t bair eueto•r• are trtMndout l y 
in t he railroad aituation. It baa been bad tor yaart e.nd it ..... i.Du-

tbat tha incoae baa bean e.nd 11 ~ing allowed to ~ eaten up by the rece iver-
and other axpanaee wbila the a tookboldara e.nd bondboldaro of the roadt cat nothlnc. 

can tha bankers do now to balp thh aituatioo? It ••••• it lhould ~ corrected 
lately without aore inaxcuaabla and disgrecatul da ley. 

an autoaobila loan Mde on a now paesenger car is a cood bank loan , whr 1a oot a 
uda against a 135, •36, ' J7, or '38 car 1111.da on the , ... btale a lto a good loaot 

art aaauaing tbat in both caaea the party ao.king the loan baa aaple use tor tba 
either frOID o. business or a pleaaure atandpoi.Dt , and allo that the c&r Ia iD cood 

ahapa and that the loan 1o made on a bttil of not to exceed 50 t o 6011 or 
actual 111arket price of the car at the time the loe.n ia ada. Also Ule pertr akiD~ 
loan lllU&t bave income sufficient to ~e the roontbly inatellaent peyaenta. 

and Hour Bill: 
Proper records. 
Are banks complying with the Bill? 
How are banks going to coaplJ next year? 

it advisable to have the borrower on an un•ecurad Una or ere<tlt •ign •a eoataaalon 
judgunt• at the t ime of making the loan? 

you attach property on a "confession of judgment• aign od at the time or akin& a 
without further legal proceedings under the Michigan lawa? 
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