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TREASURY DEPARTMENT 

INTER Ol'l"'CE COMMUNICATION COIFIDD\'L&L 

DATil Febl"'IAl7 5, 1~ 

Seoret&r7~:ntbau 

Mr . Hu~ 
The Buainell Situation, 
Weak ending Februar7 3, 1940. 

(1) Induatr7 at pre1ent il going through a period ot 
cautious waUing, pending the appearance ot 10 .. new intluenoe 
eutt lol entlT iaportant to atart a renewed upturn in new ordere. 
In the aeantlae, the J'llB index baa deollned troa 128 1n Deoeaber 
t o about 120, aooordlng to a tentative eltia&te tor JanU&r7. 

(2) The rate ot operations in the ateel induatr7 deollned 
5 poi nte t o 77 par oent ot oapaoU7 la1t week. Prel1a1Q&r7 
1nd1oatione are that it Will deoline again th11 week to 72 per 
oent. 

New eteel order• have fallen ott 1oaewbat, though remain­
i ng well above the low levela ot earl7 Januarr. A recent weak­
ening in aome steel prioee baa tended to reetriot new buTing. 

(3) The rile in induetrial production during the latter 
halt ot 1939 ha1 had leu than the ueual etteot 1n 1Doreaa1ng 
emploTaent , apparently due in part to a trend t oward a aore 
aparing uae ot labor 1D Ja&Dutaoturing pr ooeuea, wh1oh baa 
been i n evidence ei noe the euaaer ot 1938. 

!he genaral eituation 

'!'he Federal ReeerYe Board aow eet1-tee tentatlnlT that 
the FRB index Will drop to 120 in JanU&r7, down S pointe troa 
the December figure. In plaoe ot a 1ea1onal expan1ion during 
Januar7, aotual production hal apparentlT been llightl7 lower 
than during Deoeaber. 'l'h11 -r han been due in part to the 
eevere oold weather, but the oh1et reaeon hal doubtlell been 
t he current low level ot new order•, coupled with a depletion 
ot unt illed order a. other indioee oontira th1e alackening iJI 
i ndustr ial activitr. Departaent etore ule1 during the t1ret 
three Weeke of JanU&r7 lhowed aore than a eea1onal decline, 
and freight oar lo&dl.q• during th1e period lhowed leu than 
a eeaaonal inoreaee . 
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SecretarY Morgenthau - 2 

IndustrY at present seems to be going through a period 
of cautious wait i ng, with buaineaamen unwilling to aake iapor­
tant comm1tmenta until the bu81neu outlook oan be 110re olearl7 
aporaised. At the moment, trade obaervera oan toraaee no active 
influence during the months immediatel7 ahead auttioientl7 pow­
erful to overcome the preeent receding tendency in business, 
unless large- aoale hostilities should break out in Europe and 
the demand tor war materials ebould great17 increase. E't'en in 
that event, t here is considerable unoertaint7 as to whether the 
initial ehook a1ght not have an unfavorable react ion on buaineee 
in t h1e oountr7. 

Industrial and speculative demand hae oonaequentl7 slackened 
as the ti~e tor the •spring ottensive• in Europe approaches. 
Stock and ooaaodity prices, in a t tempting to 41aoount the var­
i ous uncertainties ahead, have apparentl7 dritted into a position 
s1~1lar in some respects to that preceding the outbreak ot war 
last September. 

The steel situation 

The rate ot steel activit7 continues to slacken, einoe 
the present volume ot new orders is substantially below the 
level of eteel output. The industry laat week operated at a 
rate of 77 per cent ot oapaoit7, down 5 pointe from the previoua 
week ' s figure. According to preliminary estimat es trom the 
Ameri can Iron and Steel Institute the rate tor th1a week will 
decline agai n to 72 per cent. 

The rate ot incoll1.ng ordere, a a reported b7 the Uhlted 
States Steel Corporation last week, waa equivalent to about 54 
per cent of capac1t7. Th1a ia aomawha1; lower than the tigure 
tor the previoua week (59 per oent), but comparee with an aver­
age ot ~6 per cent tor three weaka at the beginning ot the 7ear. 

Unfill ed orders ot the United Statea Steel Corporation 
at the end ot December remained about 1,000,000 tone higher 
than at the end ot .Allguet, according to an eatimate we have 
llll'.de from reported ah1pmente and new orders. (See Chart 1) 
This amount , excluding new ordere, would be eutticient to 
maintain the output ot the Corporation tor ~prox1matel7 
3~ weeks, at the current rate ot about 79i per oent ot capa­
city. About 750,000 tone ot untilled ordere had been worked 
ott during November and December. 
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Seoret&rf Morgentbau - 3 

New orders tor steel would doubtleae be higher were it 

" 19 "- -

not ror recent weakneee in ateel prioee, Which baa led bU7ere 

to postpone new commitaents in the hope of lower buying leYele. 

Quotations on certai.n hot rolled abaete 1n Detroit are reported 

to have been reduced 12 a ton, and pr1oe conoeeaiona are re­

norted on pipe, ra1ntoro1ng bare, and a few other produota. 

the real teat of ateel pr1o .. - - Which eeeae 11ltelT to ~k a 

turning point tor ateel orders -- Will ooae when the autoaobile 

ooapan1ee enter the aarket tor their spring requireaente. It 

1e believed in aoae quartere that they aay again be euooeeatul 

in roroing substantial price oonoeaaions on quantity purobaaea 

or automobile steele, Which aay atteot other eteel prices. 

A downward trend of steel aorap prioea retleota the pres­

ent uncertain outlook. Doaeetio a1lla are restricting their 

purchases , and export eales ot eorap last week are reported to 

have been negligible. Great Britain baa recently placed ordera 

with lead1ng Aaer1oan a1lla tor 200,000 tone of ateel 1ngota, 

aooording to the Iron Age and other aouroea , aalting a total ot 

at least 400,000 tone ot aaai-tin1shed steel ordered in thie 

country since the war began . 

Salea exceed inooae laYel in December 

Some evidence ot business aaladJuataent, ot a type Which 

1n the pas t baa often been followed by a taaporary eetbaok, ap­

pears in a ooapariaon ot our index of aalea tor Deoeaber With 

the estimated sale• equivalent of national income. (See Chart 2) 

National income in Deoeaber, at an annual rate ot 173·3 
billions (reviaed eeriee}, was apparently not high enough to 

support the level of eales in that aonth, as aeasured by our 

index ot aalea in dollar yalue. !hJ.e suggeata t'bat the ealee 

level waa partly aupported by purchases on deterred paymenta, 

vhich Will detract troa purc'baaing abi~ty in later months. 

Faotorz eaplozaent lagging 

The aarked riae in industrial production during the 

second halt of 1939 baa apparentlT done leaa toward solving 

t be uneaployaent problea than did the r1ae in produot1on to 

approx1matelT the eaae leYel in 1937. A• shown in Chart 3, 

factory eaployaent 1A Deoeaber stood at an index levei or 

104.0, Which ooaparea With a level of 111 .5 reached in Ma;r 

1937, wbe.n the pealt of induatrial production waa alightl7 

l ower. 
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Secretarr Morgenthau - ~ 

The diaparity oannot be aooounted tor by a d1tterenoe 
1n the tJPe of reooYery, sinoe ind1Yidual induetriee ehow 
almllar trende. The nuaber of worker• .. ployed in the eteel 
indust ry (oenter of obart) vas notioeablr ... ller on the 
recent upturn than in the 1936-37 reooYery, though eteel out­
put r ecently hae utabllehed new high recorda. 

In the textile induetry (lower eeotion of obart), the 
peak ot eaplo)'lle.nt laet rear wae 10.0 per oent below the 1937 
peak, while the pr oduction peak vae onlr 2. 2 per oent lower. 

Current bue1Jleee newe 

The !lew York '1'1aee index t or the week ended Juuary 27 
deollned b7 0.5 point to 103. 2, although autoaob1le produoUon 
increased b7 5. 5 pointe and 1all other oarload1nge1 , ooUon 
a111 production , ud electrio power production aleo adyuoed. 
For the f ollowing week preliainarr data ind1oate another 
increase in automobile production, another deoreaee in eteel. 

The recent inoreasee in autoaobile production aay not be 
matohed in February , aooording to reports of expected curtail­
ment ot schedules troa ~65,000 oare and truoke in Januarr to 
340,000 in February . The reason gtnn tor the reduction ie 
t he inor eaee in field atooke. 

Our 1index of oontidenoe• ehowed a alight inoreaee laet 
weelt ae prioee of Moody' e epecul.atiYe bonde inoreaeed while 
prio81 of high gr~e bond• were unchanged. (See Chart 4 ) 

For the f ourth week in January the new order• index 
declined t o 89 .2 troa 109.6. (See Chart l) Steel and tex­
tllee between thea explai.n tb1a talllng o t , ae the total 
excluding theee ooaponente aotuallr inoreaeed. I.Aet week' e 
low tor textile orders ie explained by a low figure tor 
Aaerioan Woolen f olloWing an unueually high figure 1n the 
preceding week. 
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COPPER 

MEXICO CITY - THE RUSSIAN 

SKY I S LOADING 5 000~ OF 

226 

FEB 5 1940 f~ 
MAYAKOV-STEAMSH I P 

COPPER FROM 

AMERICAN FREIGHTERS AT THE PACIF IC PORT 

OF MANZANILLO MEXICO SHIPS DEST INATION BEING 

VLADIVOSTOK- IT IS UNDERSTOOD THAT THE 

METAL IS CONSIGNED TO GERMANY AND WILL BE 

MOVED OVER THE TRANS-SIBERIAN RAILROAD 

-o-

ADD COPPER 

MEXICO CITY- IN PREVIOUS ITEM FIGURE SHOULD 

HAVE READ 5 000 TONS AND NOT 5 000 BARS OF 

COPPER TRANS- SH IPPED FROM AMERICAN FREIGHTERS 

AT MANZANILLO TO RUSSIAN FREIGHTER MAYAKOVSKY 

-a-
EXPORTS OF COPPER FROM UNITED STATES 

DESTINED FOR RUSSIA DURING DEC LAST WERE IN 

VERY HEAVY VOLUME AGGREGATI NG 17 057 TONS­

OF TH IS TOTAL II 905 TONS WERE SH IPPED 

FROM NEW YORK AND 5 152 TONS FROM THE TACOMA-

SEATTLE DISTRICT 

-o-
FEB 5 1940 
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SbippiQS Si~atlon 
The downward trend in the volume ot treigbt moving to 

and through the Port ot Jrew York tor expert continues unchecked. 

!be Associction ot American Railroads report that in tbe 

fir st halt ot January they ligbtered an average per day ot 728 cer a 

for export; the second halt ot January 702 cars per day and on the 

first or February 697 cars . The freight in railroad terllinaJ.s 

or warehouses awa1 ting loa ding aboard vessels occupies not over 

25% of the available railroad storage facilities . 

Indicating the liquid situation is the tact that on 

February lst there were only 45 r ailroad lighters that bad been 

lying alongside ships or steamship piers over 48 hours awaiting 

unloading. 

Grain in elevators, barges and railroad cars at the Port 

of New York bas declined to approxi.utely 5 l/2 lrllli on bushels. 

Grain is moving more freely trom New York as well as the 

outports and there bas been a firming up in the rate on heavy Grain 

to Antwerp/Rotterdam trom 55¢ to 60¢ J er 100 lbs . 

Chairman Sincla i .r ot the Transatlantic Associated Freight 

Conferences states that all the priority cargo, including steel, 

has been allocated among the lines sailing to Uhited 1(1ngdom ports 

without difficulty. 

The net f orm and time charter rates are holding steady but 

the number ot fixtures during the past week bas been extremely 

The non-conterence operators and s peculators who chartered ships 

the rates prevailing in the early part ot January are experiencing 
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difficulty in obtaini ng cargoes even at Conference rates . 

Confirmati on is lacking of a report that the British 

government would defer until the end of February the licensing 

of imports of Hams, Bacon end Lard from the United States . 

Pending official clarification American packer s are said to be 

trying to get as much Lard in particular to England as qu1ckly 

as possible in the hope that .it will be allowed entry. 

Exporters and the steamship lines trading to the 

east coast of South America are enjoying a.n increasing volume 

of business in steel . 

226 
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Editori al Roou 
The Saturday Evening Post 
The Curtis Publ ishing Company 
Wesley Winans St out Editor 

Philadelphia 

5 February 1940 

Dear Mr. Secretary: 

I ~rote you, not Wr. Banes , becaus e I could in­
terpret thi s rumor as b eing true only it it meant 
t hat Mr . Newman had borrowed money !rom Mr . Banes. 
1 could not credi t the latter with knowingly 
"buying" an article and di d not wish t o go to him 
with such a report unti l we had learned more. 

I am sorry that I mi sinterpreted your letter or 
the thirt ieth, glad t hat you do know nothing or 
t he char ge. 

Sincerely, 

/ s / Wesley Winans Stout 

The Secretary or the Treasury 
!.:r . Henry llorgenthau, J r . 

v,Y,S : LG 
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February 3, 1940. 

Dear llr . Stout : 

Thi s will acknowledge r eceipt of 
your letter of February 1st. 

You have taken an unjustified in­
ference from my letter of January 30th. Let 
me say plainly t hat I have not heard the rumor 
of ~hich you speak f rom any source other than 
your l et ter of January 26 . 

What I oennot understand i s why you 
u ot.e me in the first place instead of going 
directly to l4r. Banes. · 

Sincerely, 

Secretary of the Treasury . 

l.lr . V.esley Winans St out, 
Editor, The Saturday Evening Post, 
Philadelphi a , Pennsylvania . 

234 
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Editorial Rooms 
The Saturday Evening Post 
The Curtis Publishing Company 
Wesley Winans Stout Editor 

Philadelphia 

1 February 1940 

Dear Mr. Secretary: 

Thank you for your letter of the t hirtieth, which seems 
by its silence to say that you have heard these rumors 
and do not disbelieve them. I think we now have no 
choice but to go direct to llr. Ilanes, tell him what we 
hove heard and , if Mr. Ne'Al!lan should have borrowed money 
from h im, insist that he accept our check 1n repaYJDent . 
This ~e shall do as soon as I hove learned whether llr. 
Banes is 1n New York or in Carol ina. 

I.e knew noth1ng oft his article untll we saw the manu­
script. It wa s badly written and caused us many hours 
of work , but we had no reason then to question i ts 
accuracy or the integrity of the writer. The apparent 
evidences of llr. lianes • cooper ation with l4r. Newman 
seemed to speak for the former . 

Sincerely , 

/s/ W. 1'1. St out 

The Secretary of t he Tre;..sury 
Ur . Henry Uorgenthau, Jr. 

V.V.S:LO 

per B 
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January JO, 1940. 

Dear J.lr, Stout 1 

I have received your note of Janua ry 26t h. 

Apparently it was written under the impressi on that 
I must have known something about the article before it 
~ppea red . Tha t would be a logical assumption, but it i sn't 
true 1n t h is case. My first knowledge of this story came 
~hen l read it in ~ copy of the Post . Tho se in the Treasury 
who usually assist writers in getting materi al for articles 
~ere equa lly ignorant. 

I wa s the more surprised because of the care with which 
such P:-ticle s are usual.ly checked, not on.ly by tlu! Post but by 
other magazines. I h ave given a good d eal of time to other 
wri ters for the Sa turday Evening Post wbo have sought my help 
1n writing ab out phases of Treasury activities. I have done 
th is not only b ecause I appr eciated their courtesy in coming to 
me to supplement and verify inforaation that affected my work, 
but also because I beli eve it to be a part of my Job to be as 
helpful as I can in seeing tha t the public i s accurately informed 
about those phases of the publ i c ' s business 1n which I have a hand, 

llndcr the circumstances l don ' t know of an.y way 1n which I 
cao be helpful in your inquiry. I can only express t he hope that 
the rumor you have bea rd may prove to be false . 

Sincerely, 

(Signed) B. Morgenthau, Jr. 

Secretary of the Treasury . 

llr. Wesley W 1nans Stout, 
Editor , The Saturday Evening Post, 
Pllilndetphi.a , Pennsylvani a , 

HEG/IlUlh 
•Sent to main postoffi ce l/30/40 a . m.• 
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Edi tori al Rooms 
The Saturday Evening Post 
The Curtis Publi shing Company 
\'lesley l'linans St out Editor 

Philadelphi a 

26 J anuary 1940 

De&r Ur . Secretary : 

~.e have h ea rd an extremely d i s t urbing report t hat our 
recent IIanes article wa s "bought and pai d for . n Certain 
circ~st~t ial evi dence f orces us to gi ve this report 
so'je credence. 

The Saturday Evening Post would be extremely grateful 
to you 1r you would be good enough to t ell us whether 
you have any r eason to bel i ev e thi s r eport to be true, 
or could d irect us to a source v.h i ch might result 1n 
disproving or confirming i t . 

I ' you should not f eel f r ee to wr i te us , Ur . Martin 
Sommers, one of the editors , would be glad to c al l upon 
you 1n Washington. 

'l''lis i s the first instance or its kind 1n the many yea rs 
I have been connected with The Post and you "ill under­
st ·~'ld how seriously we take i t. 

S:f,ncerely, 

/sf Wesley W. St out 

The Secret a ry of the Treasury 
Mr. Henry llorgenthau , Jr. 

1',1'/S : LO 
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TREASURY DEPARTMENT 

Beore\arf llorpathau 

lolr. 'fh1 te 

subJeot: Re-exporta of qaa.rh Ol'fltall 

11r. PurT11 ra1el4 the point that the Un1te4 Stat .. IIQ' 
be re-export111g qll&l't& orretale. 

A aearob throll~ the export 4oouMah 1D41oatee that 
Ulere wu onlr oae ehlpMnt 1D•olY1ng the re ... xport of qaa.r's 
ol')'a\ala during tbe 80Dtbe of Jon•ber &114 Deoellber, l9J9. 
n wu a re-export of 117,000 on ~oellber 7 to Japan. It 
wu re-exported bf the InterDaUon.l Standard J:lectrloal 
Corporation of lew York Cltr. 

238 
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TREASURY DEPARTMENT 

seore~arr Korgen~hau 

Mr. Wh1W 

~bjeot: Exports ~o the U.S.S.R. 

We have Jue~ reoe1ved a repor~ the~ 14o,ooo ot 

eol7bdenua conoen~ra~ee have been plaoe4 aboard ~he 

s.s. llorbrrn tor expor~ w Buea1a. 'fbere ••• aleo 

loaded t1ve Wright cyol1ne engine • (value $75, 320) tor 

export under 8~a~e Departmen~ expor~ lloenee f3877. 

In add1 Uon the re wae almoe t a a1111on dollare 

of copper, brau and var1oue 1nduetr1al ani eleotr1cal 

mach1ner1 1teae placed on board the veeeel. 

~39 
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subJect: 

Seoratar7 •orgentbaa 

Jlr, llh1 te 

240 

1, The Norwegian ahlp 81l.Terpl&D& aa1l.e4 011 Satlll'4&7, Febraar7 3, 
wHb tbe eohe4ule4 deet1~at1oa ot nad1Toetook. 

2. The llorweg1an eteaalihlp llorbr71l bat doolte4 a1i the Lehich l'alle7 
ttre1nal and 1e now load1Dg. It 1e due h ea11 on Ftbra&rJ 17, 
with ttl pro•hioD&l deat1Dat1on ae nad1Yoetook. 

J, '!'be Sll'f'lrplana ae U t1Dal17 ea1lad carried the tcllow1q 
cargo: 

poaeatio Export•: 
Induatr1a1 aaohiaer7 
Braea and bronma 
Copper 
Electrical aach1nery and apparatue 
Wool rag1 
Wbeela ot artit1c1al abrae1Tel 
111ckel-chroae electric ret1ttanta wire 
Other internal ouabutt1on aar1Da ang1Daa 

1 ao1ent1t1o aad protaeaioD&l inatru­
aanta and apparatua 

All other d~aatio export• 

fetal 4.-eatio e%pOI'ta 

Rt-erporh: 

Copper wire bare 
Straits t111 
Boli'f'ian Un ora 
Rnarhx Rubber 
Shellac 
All other ra-axporta 

t otal ra-axporta 

fetal cargo 

530,&11 
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TREASURY DEPARTMENT 

Seoret&r7 Kargentbaa 

J(r, White 

New Italian exoh&Dge auba1d1ea 

241 

1. A cable troa Rome 1lltoraa ua that on J'ebruar7 1 the Ital1ane 
put i nto etteot a new •1•t• ot •exohaqe adJaet .. nt• whioh will 
proTide Italian exportara ot a lOJ18 lht ot epeo1t1e4 o-.o4lt1ee 
n th 20 percent additional lire t or their exporte. We wUl ha•e 
t o wait t or fUrther 1Dt~t1on before obto&1D1DC the 11et ot 
1pec1t1ed ar t1olee and other detaUe ot tbe new •7•t•. 

2. !bU oe• f ora ot •part1oular1&ed deYaluat1on• e•1dentl7 ooD­
autut u an outrt«ht aube147 and .Ul require the appl1oat1on ot 
coWltern111ng dut1e a t o all our iltporte troa Ital7 whioh obt&11l 
tbe 20 per cent • exchange adJvataent •, 

3· It !apor t about $4o a1ll1on a 7ear troa Ital7, ot which oD17 
about one- t1ttb 1a tree ot dutJ, !hree-tourthe ot our laporte 
t roa I t al:r oona1at ot toodetutta and text1lee. (!hree-tourtha 
ot our exporta t o Italy, which total about $55 a1111on per )'ear, 
cone1eta ot cott on, a1neral olla, iron and ateel aorap and copper. 

Regraded Uclassified



TREASURY DEPARTMENT 242 

INTKit OI"'''CK COMMUNICA110N 

fO seore'ar7 •oraea'baa 

11r. lihUe 

DAft rebi'UJ'7 5o 1,-o 

subJeot : Be-ezporh of 1Dae,r1al Di ... au 

1. !be onl:r rHorua export. of 1Dctu,rial cliaaoau fr• 'Ia• 
United 8'•'"• 1D DD7 for., 41lr1q the periocl l!lepteaber 'hro-ch 
Deoe•ber 19J,, were re-expone to Oaaa4a, Jo clooaeah .. re 
tiled 1nTolT1JI& expone of 1Dctuatr1al 41aaoau to lurope, eUher 
on boats or Tia the Clipper. 

2. Un1,ed Statee re-expor'• of iadaetr1al 41aaoa41 aaountecl 
'o t259, 6~7 1D the laet fov aoutlla of 19)9. .Ul weat to 
Canada. 

Septeaber Oo,ober llo•eaber Deonber 

Carbone t ti,OOO • 8,699 • 8,695 • 8,695 

Bortz ''·~" )7.796 "·972 ~.638 

Bort 1),~ "·~16 

IUao. , (eorap, 
Br&z111an, Bron, 
Grer, •'o. ) 111 d1aaonda 253 5;1. 

Total ~.~ ~.7~ t67.566 t98,867 

J, !be follo111JC ea.paalee 
tbie period: 

uponecl Iaaetrial ~ ari .. 

\ 'lbe DiaaoDcl Drill CartloD C~ Jew York CU7 
lheel DrUllJC fool Ca.p&~~7 Detroit, Kioh1C&ft 
J. I. Sal' anct 80DI Jew York CU7 
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~. The t1no la C•n•aa reoo....a •• 11elq 'bo ,.,01",_ wrer 

~1 J. 0.'••• llo7&1 Ywk Bo,el, foi'OII'o 
1heel Dr1ll1J11 fool c,,. .. , ot Cenoaa, Wlnctaor, oa'arlo 
a. J. Meinen, Georgia B~ol, Vuoou•or, 1. o. 
J. IC. saU an4 llono ot Oen•ta, o/o Benctaroon lroo . , foroa'o 

-
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Storttary ot Stat£, 

Wo.ahington. 

315, Ptbruary 5, 6 p . m. 

PLAIW 

r,ondon 

tlatrd PEbrtnl')' ~~ 19.0 

~c:o 1d 1:50 p . m. 

244 

FOR TREASURY PRC!I BUTTERWORTH. 

ThEr t lns just bEEn oonoludc:d tbt lost ot the a nnual 

m£Eting spnoh£s ot thE obairmrn ot tbt Br1 t1ah Joi nt 

Stock Bonks . Apart f'l"om th£ actual buainrsa ot tht banke 

' t htst nddrraats haVE bttn' mainly dEVotEd to two thinga:­

(1) Empbo.aizing thE 1mpor tanor ot maintaining and 1t 

possiblE inorraaing British txporte and 

(2)-Tbr nEcEssity . of prEvEnting o racr bEtwEEn wngta 

a lld t h r coat or l i ving • 
• 

While all or th£ bank cba1rmrn wrrt: unanimous 1n 

their rtcogn1 t1on or t hE nEon IIi ty ot l1m1 t1ng intErnal 

civilian oanaumpt1on to prEvrnt a oomprtitivE inflation ot 

priore and wagra no on£ camE out in aupport ot X~nrs' 

!)ropoaals tor ocmpu.lsoey saving. lloltt:nna wa• both thE' 

ooat sympathrtic and obaraotrr1st1oallf t hE most sprc1t1ol 

•with tull powrrs at ita o~d and wis£17 usrd, it 

can dt:tErmiM th£ drgrrr it aQJ ot 1ntlatian t!la t will br 

• prl'ld.ttrd. 
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1 ham -2- llo. 315, Ptbruary 5 , 6 p . m., tr0111 Lolldon 

ptrmitttd . Inflation is a rdativt ttrm and thE word 

rEtla tion mtght mort :prontrly draori bt a movtmE nt such 

as WE have: had alrEady, bEgi nning fran a low basis . I t 

is possiblE that a modEratE raising of thE gEnEral lEVEl 

ot prieta with duE aafEguarda tor thou: living nEar tht 

subsistEncE lEVEl may bE no mort than a hEalthy ati mulua 

to EnErgy in supplying tht nEEds ot war. NEvErthElESs 

WE must not bE blind to thE poaaibili ty that th£ war, it , 

it h of long duration, may dEmand morE drastic mEthods. 

PErhaps nothing lEss tban thE compulsory saving ot all 

incrtasEs ot incomE will bE nEEdEd to SECurE thE full 

necessary divtrs ion of ape:nding powEr from t h£ public to 

thE OovErnmtnt . Judging from comments in thE prEss I 

conclude: tl:at public opinion is not yEt ripE tor tl-..t 

impOsition of a schEmE of compulsory saving . But should 

WE EVEr bE n~agEd i n nnothtr great •r, which may HEaven 

avErt , I bEliEvE WE abo<~ld at one£ turn our mirds to a 

' 

plAn of th£ kind proposed by ~lr . ll:tynu. WE s hould probably 

find indttd that tbt TrEasury had nlrEady workEd onE out 

in dttnil and tmt tht GovErnmEnt ot thE day would includE 

it runong ita tirat wa r mEasurEs . " 

li:EynEa baa rEturnEd to thE a ttack in a ltttEr 1n 

t Odo y t a TillES 1 

•Tht ChancEllor at thE Exoh£quu l:as apl.A1n£d t o th£ 

l!ouat ot C01:111ona that hE ia tl'J1ng to prnmt a r1 st of 

wngt:a 
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MDI •3• J o . l515, Pt'bru.arf 5, 8 P o m., tr0111 LondCII 

wagu 'b7 eube141s1Dg t~ ooet ot 11rtna. • (Su partll'&p!l I 

or l!lf 290, PEbruaJ7 1) . •Ae an 1nsrrd1rnt 1n a cOIIIprr­

hr nsiV£ plln th1a would bt: a wier aon. Ae a atop-gap 

arrangmrnt to gain tim£ 1t m1sht bE srudEnt. But takrn 

by itedt 1t h th£ oppositE ot a eolution. In mald.ns 

monty SO farthEr it assravatu thE problEm ot rEach1lJ8 

equilibrium bt:twEED tb£ aptnd1ng POirEr 1n ptop~E's pookEta 

and what can bE rElEasEd tor thEir consumpti on. It ie likr 

try i ng to mEEt tht srobltms ot •r fiiiAilct 'b7 takins ott 

tlx c:'ut 1t s on tEo. and ausar . SomE hint of an awartntu 

of ~~ would havE bttn rEassuring. But I noticEd non£ 

in ~~ S pEEOh. n 

ThErE is no doubt that muoh rttort is bt1rlg txptndEd 

bEhind tht scEnEs to EffEct a working arrangtmtnt with thE 

t r adt unions but as yEt thErE ia no sign or rtal progrtss 

and tht position 1s also madE d1ft1cult by tx1ating prr­

eonaUty and pol~cy divtrgtnoiu within thE labor Party 

itself. Ont asprct of tht situation which btars closE 

watching is thE ttftct which diffErEncEs in proct dural 

practiCE and dispar itiES in thE priCE lEVElS bEtwEED 

Gr t at Britain and Franct will hiVE: in ttrms of th£ Anglo­

FrEnch tcon01111o and financial agrEEmEnts . Particularl;r 

sine£ t~ franc was no doubt undtr-valuEd in tErma ot thr 

pound EVtn bt:tort thE war. This asptot of thE situation 

oay t t nd to toroE tlx bands ot thr prnrnt British Govern­

ment 1dl.1ob uuall;r is 1110rr 1nol1nrd to t ollow public op1n1on 

than to lead it. 

Ino1dtntall7 
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Ino1dmt&ll7 I linE thE Sllprna1on tlat 11111D IS.. 

dtoidtd to EIBbcrk on thE auba141ut1on pol1GJ l'IJICII'H4 lD 

Jt!1 2901 PE'brua1'7 1 1 hi: )lad 1D lllnd attEJIII)t1na at tbc ... 

timE to roroE down U poae1blc: pr1on 1n tilE EZJICI't111S 

oountr1u ot auob toodatuna. 

CSB 
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Stcrttnry of StntE , 

Washi ngton. 

GRAY 

Pnris 

DntEd FEbruQr7 51 1940 

REc 1d 4 114 p .m. 

175, Ftbruo.ry 5 , 6 p .m, (SECTION ONE) 

FOR T'"uE TREASURY FROll ILU'THEI¥S. 

248 

ThE tat of t h E commErcial agrtontnt concludEd bttwun 

PrancE nnd GrEEc E on Jc.nu.o.ry 31 is pub lishEd in thE JOURNAL 

OPFICIEL of today, ThE agrtonmt EntErs into forcr t odn7 

and EXpi r Es on DEciJIIbEr 31 , n EXt . Imports from GrEEC E int o 

FrnncE in dErogation of thE gEnEral import pr ohibi t i on undrr 

thE dEcrEE o f Stptonb Er 1 lnst (Embassy' s tElEgram Ho . 1722, 

St pttmbtr 2 , 1 p .m. nnd Embassy' s dESpatch lio. 4965 of 

SEptEmbEr a, 1939) art givm 1n quantity and valUE in l ist 

(A) a ttcehEd to thE agrEIJIIEnt ; thEy includE 20, 000 quint~ls 

of orangEs , 5 ,000 quintals of mandnrints , 20, 000 quintals of 

driEd figs , 30 , 000 quintc.ls of driEd raisins , 600, 000 

Quintal s of magnEsitE , 1 , 000, 000 quintals of pyrit Es of 

sUlphur· and 10,000, 000 b-anes worth of otbtr unnn•rd arr-

OhondisE . Additions ~Y bE madE to this list i f ntcEs-

'IU7• 

WRPBY 

IPL& EKB 
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LidS 

Secretary of StatE , 

Washington, 

GRAY 

Par1a 

Dattd FEbruary 5 1 1940 

Rtold 6s20 p 0 ~. 

175, FEbruary 5, 6 p , m. (SECTION TWO) 

List (B) dEsignatEs mErchandisE of FrEnch ori.gin im­

ported into GrEEcE which must bE offsEt by purchases 

of Equal valuE by FrancE and includEs condEnsEd milk, 

fish, sugar, cEmEnt, papEr, and all kinds of VEhiclEs . 

List (B) spEcifiEs mErchandisE of a total valuE of 

17,000 ,000 francs which GrEEcE authorizEs FrancE to 

1nport into GrEEcE undEr any oircumstancts and includEs 

books and publications, cotton thrEad, dyE products, 

and essential oils and perfumery. It is provided that 

payments for com:nErcial EXohanacs under the agrEEmEnt 

will bt maC:.t under thE E.xistill8 clEaring system. 

ThE AGENCE ECONOHI~UE ET FINANCIERE rEports that an 

internal loan of 500, 000 ,000 florins is shortly to be 

floated i n Holland. A certain percEntagE of subscrip­

tions may bt paid in trtasury bills as wtll aa 1n sub­

scriptions to tht rEcent unsuccteetul 300, 000,000 

florin loan, approximatEly onE halt of which rED&intcl 

in th£ 

249 
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1n thr h•M• of thE '1111411'111'1tfM aJidioata. 'fba• Jo•• 
na1 11kn111E rrfiEl'a to tlba ••••t WU'DlDI of tba Ddtb 

Fi.nancu .llin1at1'7 of tba poaa1bWt7 of a fOHldloul \ 

irl OUE thE torthoom2"6 11BUE b a fall'lll'l:e 

NPL 

I 
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StcrEtary o£ StatE, 

Washington. 

GRAY 

Paris 

DatEd FEbruary 5 , 1940 

Rtc ' d 8:53 P• m. 

175 , FEbruary 5 , 6 P• m. (SECTION THREE) 

ThE FrEnch financial prEss continuEs to co~m~~rnt 

(not without a cErtain ill-conctaltd satisfaction) ----on thE problEm prEs EntEd to us by thE largE gold in­

flux and likEwisE on anxiEty in thE UnitEd Sta~Es lEst 

disordErly markEting of dollar sEcuritiEs rEquisitionEd 

by thE British GovErnmEnt may havE a dEprEssing E£fEct 

on our markEts . 

ThE FrEnch BondholdErs Association has announcEd 

rtcEipt of a c~cation from thE Polish GovErnmEnt 

conctrnins thE suspEnsion of sErvicE on thE Polish 

forEign dEbt £or thE duration of hostilitiEs . (Coupons 

on thE forEign gold stabilization loan o£ 1927 which 

ftll duE on OctobEr 15 havE b EEn paid as thE sums 

nECESSary WErE placEd in thE handS of thE fiscal agEntS 

bEfort SEptcnbtr 1) . 

WRPHY 

251 

Regraded Uclassified



• 

• EG 

Stcrttary of State , 

Washington. 

GRAY 

PARIS 

Dated February 5, 1940 

Rtc ' d 6 p .m. 

175, February 5, 6 p .m. (SECTION FOUR) 
• 

Tbt Polish Govtrnmrnt statts that it plans to makt at 

ltast pu•tial paymtnt on coupons of that loan falling 

dut on April 15, 1940 . ThtrtaftEr payments will bt 

susptndtd as they art for all other Polish foreign 

loans . 

Trndt 1n securities was again at a low tbb today 

and prieta continuEd to drop . A rather better tendency 

was noted in rtntts but changes wtr£ unimportant . 

Official EXChangE rates rtmain unchanged . 

252 

A mcssasc to LE TEUPS from RomE statts that t~c ~ 
Bank of Italy has fixed a nEw rat£ tor tourist 11rt whicb. 

now makts tht price about 18~ below tht official rntE . 

Thus in dollars 100 tourist lire art worth 4 . 22 ooq>art~ :; 

with 4. 55. 

(END OF MESSAGE) 

KURPHY 

HPL 

., ' I ... 
• 
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TitlE -l'fiE HOU81E 

WMHINGTON 

hllrlaJ7 '· 1140 

My dMl' )lr, S.ON~I 

I taka pl .. .ure in ••1141DC JOil t.ra­

wlth a carbon OOPJ ot the ~ua OIL 'baAk 

credit, llllaithd to JOil tba latter part ot 

Doc•bar. 

H. II.~IKD 

The Honorable 
The Seorete.ry ot t be Tr .... IT, 
WaahJ.ncton, D. c . 

lllclowre 
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u.. r Guill leta .. 
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auata ue 1a-.t!1e1•' CO ""- ita OIIU,• n''DI pre­

tan~·~ 

1 UYI b- lato..-4 .Ut 1t b poaa1W.. CO put Ut.ia 

plltl iDCO et!M' Wlder uhUJII lan • 

••••• 
!1111 propoaal a .. lu co aUala the obJaatin ot -­

OQI&J'a&i.JIC Ulll'l&l~ beAk Ol'acl1 ,. thl'oup 

(l) Tba all•tn•UOD ot apprlb .. 101l bJ -bliJII bub co 
tao•• w1Ul eq.aent•!.'-J, 

(b) the pou1bU1tJ ot utnorcUna17 •1~wala 
ot 4apoe1ta, parUCN.lal'~ bJ lara• 4epoa1ton. 
{ ODe-ball ot all 4apoa1U are OODUolJ.a4 biT 
ieaa tbaa t ot ~ ot all aooouata.) 

(2) !he natoN\lOil ot oont141D0a to b&Allta &114 buslM .. 

b.J aa..uolal 

(a) 

('It) 

• opporCWI.it¥ tor o"'-r1J l1qv.14at.1on ot a 
l.oua 1A Ule •••t ot 
1 ~ an a 4YII'II I'UliD& bf I J&•tnaraJ 
a - uv other oonUD&eoCIIJ wi th r .. peot to Dl1 

1DcU.Yidual l o&A ol' Ula poaUiOD ot tAl 

bull 1\Hlto 

• s n' te• tu'''P'·M=* sss=ret 'R'lt'1•· 
ft' De!mr etnle p( f"11p1 y fen•&H •pf 

, , 1 , 9g '!eP'''"SR ote, t1ft=ft ""'''' 
•r •'M , ,,,,,, gr 'M','Rd c•··n'•, 
•t:!c'·r· •••kar• er&g 1 • rpl• 'R' D'MM' 
't tz ,, •• ,,, ,.,,. MP''• 
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ac•olea &be aenteea ot 11,660 llen'dnc WllU whltla, 
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•• a. • 

6. 1'ba ND~t, oo 1tl pare, aan .. a 

(a) that it Will not create new capital ia.uea aeDior 
to 11.1ob preferred 1 toQJ 

(b) 

(c) 

(4) 

(•) 

that 1t will not pq div14encll co nor liql.l14ate 
1U Olpit&l Jwti or to 111ob preferred atock 10 
loa& a1 wob pr efenecl s toc.lt r .. ina OlltstaDII­
in&, nor wq 1t 4o 10 in ant1c1pat10D of a.U.­
in& .uctl preferred s tock• It abal.ibe de-.4 
1ant1c1pat10D0 it, Wl4ar orcl1DaJ7 benkhll 
practice, the ooo41t1oo ot the bulk 1s aDaOUDCl 
a t tbe tiae ot 111!1 sucb pq-aeot or l1c;l.l14at1oa. 

!bat 1 t1 of f ioerl aD4 41reotora do oot have 111!1 
clirac t or 1nd1reot tinano1&l interes t in the 
borrower. 

tnat it will not perait the ra t i o ot actual 
e~uitJ o.apit&l to loana to &o below a level 
t ue<l by tba liatin& acr•••eot. 

!bat &1V praterrecl s tock wlliob U7 be 1u11ed 
will be reda~~taec!. 117 c.lle bank a t par plul 
accrued intaraat wllen ancl &I l oana are repaid 
117 borrowers , o tllerwi ae to r-in an outltalld­
ina <>bli&aticll ot the baA)( Ullt.U rec!.aeee<l • 

••• 
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loll. Juoo B. l oa .. , 
JeooMtno\toa n- Corporatloa, 
Vaahl~oa, D. 0. 

IC1 4e&J" Jouol 

~GJ 

1 Uo , .. .., wUh creat lateroat ....t han read \ha .urou ot 
Jall Sallru npH.lac the 'b&all:o aa4 \rut oo.pealoo • awtll~ou t o 
- loac-t.,. 1.,.... t o aall OU'poi'&Uou or la4hl~o at f&U ra\oo ot 
latorod . 1 4o ao\ \hlalt t he reoor4 of -oo\ Milko or tru\ ~10 will JuUf7 &0:1 n.e11 appraleal of \hair pollq, parUftlul7 laoofar u 
laoUtaUou oporauac la the larcer _,..,, are ooDoiJ'Io4 • 

.Aaoac othor thiaco, Mr. Sohraa A4The4 •u lo 110\ eaq to 
Ulldon\....t wb7 a properl7 &1101'\b..t. loDC-teJ'II 10&11 oho"U 110 \ 'llo a ooopt­
ablo to 'II&Dko.• Ao a 41roo\or of two iDo\ltutloDo, 1 .. ooaplot ol 7 f .. l llar 
with the pollolu ot the lo4eral hurn Board, the J'o4ual Depotlt 1a­
ovuce CorporaUoa, u4 t ho St&W 'lllulkiac au\borl\tu la ori\toblac u4 
oluolf7lac loaae . - 10&11 wbioh b&e liMa oa the 'llooto for &11:1 period. 
of tlae h l oote4 '&poll vi t b ouploloa aa4 M7 'be ol&te1f1e4 u elow or 
doa'btf'al aa4 &IMJ'aJ.l7 ....... tlJ'a'blo. !be &TVIIC& la41Ti4ua.l OVTOI &I a 
tl'llltH of • 'ballt tod.a7 ........ aoot 41tttoalt olr-otucoo. .. lo a oo\ 
aarlou \o oooporato with \be appropr i a t e &Q\horl\tu, bo it tho lo4oral 
lt11rn or tho State llukia& Doparta111t, &114 their •ac&~•Uolll aa4 
Ol'lUolao of \ha 'llult'o opora\toa. !beoo •ac&~•Uono u4 crlUolao -
oot 'be lporo4 for o'trTlou re&~oDo. So loac ao t ho aocro41to4 &&llloloo 
of the fe4eral &a4 at&\o pou 1 h IIIC&II\ nob lo&lll 'Ill 41ooouaco4, it 
oacbt to 'be eao7 f or Mr. Sohraa to 11&411'1\&114 wbT 'II&Dko heolt&to t o -.te ..... 

llq 1 apla roopeo\hll7 v p \hat U ai&M 'be a4Tioa'lllo for 
a ••tiac of tho loooutr~~cUoa Jl.ll&llOO CorporaUoa. the lo4oral hoii'Tt 
Joar4, tho lo4eral :DopooU 1anr••• CorporoUoa, &a4 the roopeoUTo 
otato 'llut1ac 4ope.rt&oa\e t o &4opt ooM llllifon poliq. 1 WOII14 IDC-
cut pa.-Ucu1ar17 that ao loaa 1Jboal4 'be or1Uoloo4 ..,_, ot lto ton it 
1t h '1111ac r eaoo11&'1117 _..uoo4. Vo are la\oroote4 la bart&& nr &OMT 
wort f or l oelU•t• looaa &a4 are auiCIU to cooperate with urt fod.ual 
accq. 'bv.t ,. heolt&to to \alto a potlUoa v&a4 'b7 \ha leoou\J'IIoUoa 
l huoo CorporaUoa 1f oa t h o other haa4 nob aoUoa 11 4h-&&o4 liT 
the J'o4oral leoorn u wall u '117 \ha ot&\o llon'diiC 4~p&r-h. 

It b all a TIJ'T pol'JloxlD& pro'lll•· Ia t ha flaal oa&171lo 
what wo oro all auiCIU t o 4o 11 t o uto pod. loano, 'llo it t o 111& or l U U o 
'lllloiloeu or la41Tl~o, .,, la -.tiD& theoo 10&111 110\ .,.'IIJoo\ ovoolnt 
to proper or iaproplll' ....... 1.. !be pro oat oo\ liP - .U to trultl7 • 
Juat ....... , llalto -· to .. . 

Bow&r4 I. 0.11••• 
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II llf IN of a , • 111 19)9 ,.e) .. U,lal 1.-c '- ..-1 \a 

2.5 pe-' et \oW 1 .. 1ne et 49'J,JU 1.-c '- 1J1 *' ~~ _,. 
w a ,._, at 19)9 "-U• ......,.u... •• .. n. .. ,.. ~ 
~.~ ,.,_, of ....Ua o\eeb ud a\eeh atUU:w 'Den•r )1, 19)9, 
.-tall \e\aled a'I>H\ 2)~,000 lone '-• Wan- M~u, .._J'oN 
-' lai'p17 to ... \eft bw1ophon .. uoM, "-" a wall warts- -.. _ .. 
aroe• r.. a-Nl r .. ropoe llfttft.la. ODe larca ab.lpaoet or abooa\ 
~.ooo '- _, \o u.s .s.P.. 1a oetobol'. 

5\oou or n'bbor • halld 1n u. CD1W S\e\el a\ u. ..s or 1939, 
1.)81000 1-.: '-• .....,. pruUca~ ~ -u..• ~ w u. -.s.. 
ot 19.19 •-u• u• ..,. u..., 111 apUo et u.o r .. , *' UloJ w talla 
t.o U. ~' a._llt\e t1""" at- \loa ...,...., .. ~. Is am, 
1a .. , l1r ebl~ et rebbw ttoou ... Cor \he UD1t.ed :.tat. ~ 
t.o U. 111P..\ ~ ~l a1Jin 19at, 114,000 1-c \oM, ud u.o 
nasu atloa\ 111 OotoMr..,.. C ""'lr wro aloo )up, '-t .. -q 
doollla U. -u.q afti'Op fw \Ita tlrn llalt ot laa\ ~· u u.o 
... of 19.19 "'-Ill oa ha"" b U.O UII1W 5to\eo ablo'-'a atlw\-
...-1 w olsoN\ tlw -•• •PJ'l71 w \lot lluia or 19)9 ....... ~ •• 
ftle7 ..,.. wq 1' perow\ looo Ulu o\ U.. _. of 19)11 ...... a '-'a 
• llul .... anaot w bee~! m,ooo 1.-c '-•· s\elu aad •liPPU.O 
atl•' ..... ··~ llicbor a\ u.o .,. of t 111 '1r 19.)9 u.a. u.q w 
liMO a\ \llo •"' of lqu\ 'befon U. •\llroalr et ._.., ,., U.. ....u. 
N IIIPON ln Saptw••r, Oeto'ber, •• hr ud toouwr a-w for 
.................. of Ulo toW ~no la 19.)9. 

lo\e1 pe..Soatllolo -..n ...-... ....,. U.. SaanaUOMl rebbor 
....-.uw roa\rtcUoo &&~• 1a\ Mft...., w ..... ..t r.- jO pore.\ 
1a \lie tiro\ 11&11' oC 19)9 _. ~ ,......, Sa U. \Iii .. qMr\er of 19)9 
w 75 po-\ la Ulo fov\ll ......-. of 19)9 ..S \a 10 poawa\ ill U. 
tlre\ ........, et 1CUD. ftll etcon ot \bNo 1arpr •o\el u ~\ .._ 
cl"' 'II to .__ ~ 1a \he tl-auo roa.Nr al\eiU<>D. fto 
ralau..q lR noon w baM 111 u. tJalW l ta\el a\ \'be .,. of 19)9 
- -lowi l'riar'll7 b7 a nddaD iacre&M ill \lM .S...Ue ra\o et 
" •lllfU• attar u. ooau.r-k ot ar and b7 \aiu;loi"U'7 ah1;:;>1Jic dtttl­
e.!Uao -..s.c w. tlro\ ...a or ar, p1,.. u. tao\ \ha\ a tn -• 
oro ~101- baton a l.al'l'f wreuo 1n u.. pand.aalliol.o aport ...U to 
ren.w 1a larpr Ul!pona 111\a \lM l!ftl w s ta '-"• o 111 *m l.slf>or\e at 
nbbor Cor ......,..u ... ra. to &boa\ ?0,000 loac \ana, pncUaal17 ao 
llltll aa U. M v-\ -"''• s-n. ner r_ ..... 

~ 66 

J. ,..., ot tlw s .. - 1a pe..Ualllol.o aapor\ .,otaa iD tho tlaal 
...,..... or 19)9 .. 1Jl\oDjled \o ~~""ida n bbor *lab u. l:lrltiah o.n...w\ 
tolll.ol &hlp \o t.1>o liD1tod S\a\n OGft~D\. •• 11.& pu\ oC t.bo ro.bho,_...\\oe 
banu •en 111\ a1pood laa\ JU7. f•l'1 11\t.lo ... u\uall;t neatwd llr 
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RE INDIANA CASBS Pebruaey 6, 1940. 
lO!SO a . m. 

Preeent l 

H.~.Jra 

Holver1ng: 

B, li, Jra 

Holvoringa 

Jlr. 
Jlr. 
xr. 
llr. 
llr. 
Jlr. 
llr. 

oaeton 
Pole7 
Helvering 
ora·ne 

~I1van 
Lemins 

Well, ou,., do you want to tell me where we are, 
after all thia time, with the State of Indiana 
and where we go from heret 

Well, llr. Secretar,., I am convinced in 'tJrT own 
mind that the method that we have been ueing 
in conducting the investigation out there ian•t 
producing the resulta that I had hoped for. In 
fact, it hae resulted in ua having two inveat1-
gating unite out there and I think there should 
be but one, and therefore, if ,.ou have no ob­
jection, I wae going to aak that the Chief Coun­
sel's office recall the attorneys that have been 
out there investigating and turn the matter over 
to the regular i nvestigating unit or the Trea­
euey Department to proceed to get the factual 
1nforaat1on in thie case , 

Thu ie a perfectly good arena. I am willing 
to umpire. We were going to go ahead. I saw 
these people between Cbrietmaa and Hew Years. 
We were going to take - I can 1 t remember the 
man's name - into court. 

Elder. 

Yea, and the General Oouneel 1 e office asked me 
not to c!o it , recommended againet it, and u I 
~aber they said that the7 wanted until the 
29th or January to go atter thie Kentucky Rock 
Asphalt. 'Jhey figured that by th& t tt.e tbe7 
would ha'l'e something on the elueh tund. It ia 
now the 6th of February and have we gotten &n)'­

wheret 

We bad a conference on t he 17th Which wae 
attended b7 Jlr. Pole7 and Jlr. Ora'l'ee and 
llr. Irey and Jlr. Wenchel and myeelf and 
Jlr. SUlli...an, at Which we thought at that 
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H. M.Jr: 

Poleys 

H. li. Jrs 

Poleys 

Ireys 

II, JI , Jrs 

Irey s 

B. II . J rs 

- e -

t11H that ten da7a would be eut'tic1ent tS.., 
but it developed on account ot t~e queation 
that it did take a little longer than that 
and I thought pouibl7 they ought to t'1n1ah 
that part of it, inaa.uch aa they started it. 

I think, Mr. Secretar,., the wa7 this progna 
went it wu eort of a cheelmate on getting 
the tactual information we ou~t to have f:o 
order to proceed with thia case and I think it 
ought to be coordinated under one inveatigat1ng 
unit , the authorized investigating unit of the 
Bureau. 

All right. Well now, Ed, wh7 should we have 
the la,.era being detectiveaT 

lolr. Secretar,., it 1a all ri~t with-· I 
will bring them back. I didn 1 t aek to send 
them out there. I was asked to send the two 
beat men I bad. 

Now wait a minute, I have been trying to think 
and 70u people can check me. The reason I sent 
the la,.era out - and an,.body can contradict it 
it it ian •t eo - I handled a lot of atutt - was 
in order to help Ire7'• people draw the papera 
ao if the7 went into court the papers would 
be properly drawn. That was m:r iJI!Presa1on • . 

That ie right. 

'lb&t 1e right. 

111117 are going into court and I e&id this 1a 
a question ot preparing the papers before a 
Judi•• and eo forth and eo on, md I want those 
papet-a pl"epared propet-17 and eent a lawyer out 
to make aura. Is that rightT 

Tb& t was 1n oonna otion 11'1 th BoWDI&n El der 1 
• 

teat1aony. 

And aa tar aa I know, I don't think I went m7 
turther. Tbat was why I sent tba la.,.ara out. 
Ie that r1~t, EdT 
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• 
Foley I 

- ~ -

That 1s right, yea. That wae done and the 
-ter1al was sent 1n bere, la:r1ns the fo\Dlda­
t1on for the order and I brought 1t up at 
the 9t30 meetins and you said that you didn't 
want to get in on it and for Mr. Sullivan and 
I to handle it , and we decided, Sullivan and 
I , that thia was not the time to go into 
court and ask ror the order, that there ought 

271 

to be a good deal more 1nve s t1gat1ng done , 
there ought to be a look at the books of the 
Kentucky Rock Asphalt and the Ohio Valley Asphalt 
Co2panies, and we ought to proceed to develop 
a background tbere, eo that we would know after 
we gp t our order to ca~~pel BoWIII&Il El de r to 
answer queat1ons , what to ask him and 'lhat 
had actuall;r gone into hie hands and when be 
was being trutht'ul end when he was not being 
trutht'ul and all of that. Now, that was done. 

We now have established that about 6250,000 
in taxes - in unreported income is owed b;r 
a fellow by the name of Keeler, who is agent 
for the two companies, and we also think that 
we have an income tax case against a fellow 
b;r the name or Pursley, who is the undisclosed 
representat1ve for Governor Townsend. Now, 
we have a similar situation 1n Kentuck;r now 
involvlns the treasurer of the Kentucky Rock 
.hpbal t Oompan;r, a fellow by the name of Hermes . 
We have laid the foundation 1n order to compel 
him to produce the books or the company, tile 
minute books, showing the arrangements that 
were entered into rith Keeler and the die ­
position - possible di.sposition of these pa;r­
ment• that were -de by the compan;r to Keeler. 
Hel"'llea baa refused to produce those and we are 
faced with the same situation in Kentucky that 
we are 1n Indianapolis. I don't think that 
there are two investigations goin~ on. I 
thought that our men and Mr. I rey a men were 
worki ng alons fairly well . It eeems that every 
time on these caaee , with law;rera and investi­
gators working together, we get the same at t i­
tude from the Diviaion of Iqresti gat1on. We 
had it 1n Chicago. E.lller told me that it 
would not happen here, but apparently it baa 
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Gas tons 
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Sullivan: 

B .~. Jrt 

Sulli van : 

B.W,Jr: 

Fol ey: 

Lem1ngt 
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and u· that 1en1 t conducive to a good 1nvest1-
gat1on and tba Coam1aa1oner taala that it w.uld \ 
be better tor t h e lawyers to come bo-, I ,. 
perfectli agreeable to have th• coae ho-. 
It 1a al right witb -· 

Have 7 0u got a~ ideas, Herbertt 

No, q think not. 

Do you want to expreas an op~ont 

Well , i t seemed to me, as I have h eard the eto~ 
indirectly, that the si t uation out there was 
more th.an just tbe lawyers aashtiDs the 1nveet1-
gatore . I have under stood that the lawyers were 
actually d irectin g the invest igation and I Should 
suppose that you would ant to a dvance an .in­
vestigation further . The usual cus tom is, before 
the lawyers actuall7 take oharfe of an investiga­
tion, to wait until the Intell gence Uni t's in­
vestigation 18 compl e ted , and that doesn ' t seea 
to be the case here. 

Are you f amiliar with tbh, Johnt 

Yea , air , I a. 

'IIlla t is your 1deat 

I th1Nt the material that was d eveloped_ 1n 
Xentuelc7 1e extre-ly valuable and whether or 
not the General Counsel ' s office or the Chief 
Couneel'e ott1 ce wi~drawe, I think that should 
be coot1nued b7 other men as well as wbatever 
ia done 1n Indiana and I think that what 1a 
disclo aed down there will prove to be ve~ 
helptul s,p the 1nveet1 gat1on 1n Indiana. 

Well now, are the lawyer• excluaivel7 1n the 
Xentuelc7 plcturat 

No , tbe7 are investigators with you, aren ' t they , 
Ben, down in ~levlllet 

Xr. Sulli van asked Xr. POwlkea to aid and aas1at 
there and there were t wo raYmue aaente who 
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went over from Ind1&napolia and preceding that 
there were four revenue agents aaaigned to make 
aome individual investigations to get background 
on aome or the witneaaea who were to be inter­
viewed. 

Well , ia this investigating work that you are 
doing! 

Well , Mr. Secreta%'7, I should aay it would be . 
I don't know of anything that baa transpired 
out there that ian' t of that nature. Now, eo 
far aa 111'1 participation ia concerned, it baa 
been - whatever it baa been 1a with a view to 
a dvancing the common objective and purposes 
of the inquiries, so far aa I was advised of 
their a t &lld ing • 

Well, let me - did I interrupt yout 

~at ill all right. 

Are you throughf 

Yea. 

Harold, do you have any ideaat 

I agree with what Mr. Gaston aaya, that until 
the completion of the normal tnveatiga ting 
phaaea, i t ia the Comm1eaioner1 a responsibili t y 
to carry on the inquiry. I think we are going 
to be 1n a very chaotic and conf\laed situation 
out there until we recognise that. 

Let me ask the Commlaeioner a question. I ge t 
the impression - right or wrong - tha t thh 
Kentucky Rock Asphalt thing under llr. Leming 
ia sort of off by itself. What do you think 
if we tel l you to complete that , just con­
fining hi11111elf to the ICentucky end of it, and 
let Irey go ahead with anything 1n the State 
of Indiana, I mean ao th&t we don't lose the 
benefit or Lemina'e work. 

I underatood tbat waa praotioa lly completed. 
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What 'lll)uld you think of thatf 

Parti.ally, Mr. Secretary. I don't say t hat 
one isn' t related to the other. The only 
pu.rpose of going down into Kentucky was to 
develop payments into the alueh fund . 

a,.t bow soon will he co:nplete - t his thing 
has been going on for weeks. God damn it, 
I broug)lt these people in here between 
Christmas and New Years and I wanted results 
and here it i s six weeke past and we haven't 
got a thing. 

\1e have , Mr. Secretary. VIe developed a t ax 
case against ~eeler since we went down in 
Kentucky and we didn ' t have anything. 

Voho is Keeler\' 

Keeler is the agent. He owes us approximately 
$250, 000 in taxee . 

But who is Keeler\' 
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Keeler is the agent for Kentucky and Ohio Valley 
Rock Asphalt Companies . 

But that has got nothing to do with th is. 

But the reason why - want the books of that 
company 111, then we will have an idea what 
was paid into the ~eNutt organization for 
Elmer's use. 

V;by can • t you get those books t 

Yle have got to get an order. 

Then you are right back where he was . He wanted 
to get Elder in eo be could look at their books . 
Maybe be would have got the order the other 
way around. 

No, I think you have to develop the backgroUlld 
1n order to go i n . 
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Bow liNch longer will it take Lellline to ~1n1ah 
thill Job do.n in Kentuo)Q'' 'ftlat 1e what I 
want to know. They aaid the 29th and here 
it ia the 6th of FebruarJ. 

You are ready to send out the letter now on 
Keeler, aren ' t you' 

I want to interject there that I would ab­
so lutely object to the letter sent out to 
Keeler because it ien ' t on the rigbt basis . 

We can 1 t do this thing - I mean, I can't go 
into this thing - ther e ia no refiection on 
you (Leming) whatsoever, one -y or the 
other, but I mean, Belvering is res ponsible 
and no one 1a go1ft6 to argue about that, for 
the development , or rather the disclosure, of 
people who de~raud the Government. There 1a 
no argument a bout that , ia theret 

Not the elighteet. 

Now, Mr. Helvering comes in here and says be 
wants full charge of this caae, 1a that rigbtf 

'lhat is the idea, exactly. 

Even if I may be stepping on eomebody' a toea, 
everJbodY has got to be a good aport . There 
1e only one answer and it Helve ring wants it, 
he has got to have it. There ia no other 
anawer. 

O. K. 

There can't be any other answer, &n'J more than 
if Gas ton COIII8S i n and saya to me or it' you 
( Fole7) come 1n and eay to me, "There are 

ns 

aome Secret Service men trJinS aome case i n 
New York. 'lha t h my reaponaibilit'J , to trJ 
oaeea, and I am not going to have Secret Service 
men t~ c a ses before the oourt , even thoUSh 
they are - have haeaed the bar examination. 
That 11 m7 reaponaibilit'J• It 11 all right 
for them to deYelop a caee, but 'llhflll i t cCIIIIBB 
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to presenting it to court, that 11 117 Job, • 

It 11 all r1(!jlt witb me, Jlr, Seoreta17, I 
didn ' t aSk to eend theee tellowa out and it 
,.ou th1.!*: )'OU are etepplng on rq toea b)' 
U)'lng we ouf!l:lt to tum th11 baok to EliDer, 
t~t 1e perteotl)' all right with me, 

Then eve17bod)' 1e happ,., 

What I d1st1nctl)' understood - I reoogni&e 
Jlr, L411111ns '• a b1l1t,.. In tact, I think he 
1a one ot the best a.1 1n the Bureau, and all 
that, but what I would like to do, I would 
like to chop this thing risht ott now and 
have Jlr, Poley1 e ott1ce bring those men 1n 
and what intox-tlon the)' have, turn 1t over 
to llr, Sull.ivan to develop tbeee tactual 
queet1one, 

I want to ear this, Ed baa told me two or 
three timee 1n haVing Leming out there he 
bas let go one of h1a beat men on thia work 
and he would love to have Leming back, so 
eve17body is 1n agree~~~ent and the only w&)' 

I can run thia shop w1th 7~,000 employees 
is to g1ve the heads reapona1b1lit)' and the 
purpose 1a - now, )'OU want 1t, it i s ,.ours. 
Go ahead, I will hold ,-ou personally re­
apooaible for the develo~t of tbe eaae. 
You have aSked tor it, I g1ve it to ,-ou. 

Well, I want to get at the facts. It there 
1a a caae there, I want to be certain, and 
1f there im't a caae there, I want to d1a­
oontinue it. 

And I am au-e eve17body 1n thie roca will 
g1 ve ,-ou eve17th1ng that ,.ou want. How, )'OU 

go to it. 

Helveri.ng: All ri(!jlt, Jlr, seoreta17. I was Juat aa)'ing 
to Ed --

Oh no, w haven't worked ei.x or seven year• 
together - I _an, we can have a ••ting 1n 
th1l ottloe without haYing Ul7 bed bloocl. 

276 

Regraded Uclassified



Irey: 

l!elvering: 

Irey: 

Foley: 

Irey: 

f!. t' . Jr: 

- 9 -

Mr. Secretar;r, I would l1lce to olear up .,ne 
thing, Ed 1 e auggaet1on 1a that I &Ill lacking 
1n cooperation. I have never been charged 
with that before. I have tried to cooperate 
with the lawyers and everybody else to the 
fullest extent and I hope that Ed doesn't 
reall;r feel that way. When a case is referred 
to the attorneys for prosecution, we work w1 th 
them just a hundred percent in developing fur­
ther evidence they may want, but this 1a the 
firet ease we have ever had where 1n a pre­
l~ry investigation before it ia referred 
to the lawyers we haven't bad full control of 
the investigation. 

That 1a wha t I want to give you. 

I hope that it i sn' t a general feeling that 
there is any such apir1 t on rq part, that ia 
what I am getting at. 

Well, it is the second time that the lawyers 
and investigators haven't agreed. It is all 
right w1 th me. I have tried to cooperate and 
it it isn't right, it i e all right with me to 
bring the lawyers back. We have got more work 
here than we can do with the people we have. 
I am sure Ben would love to come back. 

You always jump to the conclusion that if they 
don't agree, it is entirely the responsibility 
of one or the other aide. 'lhere may be fault 
on beth eidee, that 1a what I am getting at. 

\7e have got to have peace and harmony here. fie 
have got to have reaponaibilit;r. Kr • . Poley 
has got tull responsibility for the General 
Counsel ' s office, et cetera, et cetera. Mr. 
Helvering wants this and he wants to detail 
it to whoever he feels should carry it out. 
It is his responsibility and l can't - we can 
have a meeting 11lce this and we can still be 

friends, rightt 

Right . 

l don't !mow ~not. 

2.77 
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DEPARTMENT OF STATE 

WASHINGTON 

Febru~ry 6. 1940 

M;y dear Kr. Beoret&r1: 

I wish to acknowledge your letter or January 20, 

1940 written to oontirm the deois1on ot the Treasury to 

abstain trom partio1pat1on in the present del1beratione 

and negotiations having to do t·ith the Brazilian debt. 

I realize the circumstances t hat have prompted this 

decision. 

Though I think probably members or your Department 

under stand the cir oumstances whioh have controlled our 

decisions, it might be well to review them tor your in­

formation . Current discussions which are taking plaoe 

288 

1n Rio de Janeiro arose out or the f act that our ~baeeador 

1n Rio de Janeiro reported to us that the Brazilian 

Government independently and on its own responsi bility 

had reaohed a decision to make some kind or an offer to 

the holders of its external bonds now in complete detault; 

it turther reported that this action had been preceded 

by dieouesione with representatives or the European 

The Honorable 

Henry Morgenthau, J r . , 

Secretary or the Treaeury. 

bondholders. 
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bondboldere. The inforaation whioh he eent to ue regard-

ing the character of the plane under coneideration by the 

Bra~ilian GoTernaent vae euch &I to lead ue to belieTe that 

a real danger exieted that nenh in thie aatter ll!ght 

develop into a very uneatiafactory outooae to the American 

bondholders. In the face of that poeeibilitJ it vae ••••n­
t ial that the Aabauador inforaally adTile the Bra~il1an 

aut horities of our thought• in the eituation, while carefUlly 

avoiding any responeibility of action that the Bra£ilian 

Governaent might take more or leee irreepectiTe of our 

vieve. The eituation eeemed to aake it a aatter of iaperatiTe 

dutr that we do what we could, within the liaite of our 

establiahed policy, to try to aerve the Aaerican interest• 

iDTOlTed. 

The eubeequent 1nstruotione to the Aabaeeador were 

entirely dictated by thie same purpoee,and the time liaite 

within which they had to be deepatched and the aanner in 

which they were handled vas dictated entirely by the oir­

oumetanoee v1 th which the Aab&leador had to deal. In the 

f1ret o&~e we were required to get inetruot1on to the 

Aabaeeador bJ noon on the bade of intoraat1on reoe1Ted 

from him only at nine o'oloolt the saae aorning, and 

needed bT hia before a meeting of the Bra£111an Cabinet 

1n the early ~ternoon of the eue ~. Ia the eeoond 

1Dit&nol 
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1nstanoe ve were required to get the guiding instruction 

baok to h1m in a similarly short period, so that he could 

take adYantage or an opportunity arrorded h1m by the 

1-llnister or Finanoe to prennt obserYations before t he 

Minister or Finanoe met with the oreditors ' representatiYee. 

These oiroumstances determined the timetable. 

' I understand too that my colleagues baY~ been mindtul 

or the obligations to the Foreign Bondholders ProteotiYe 

Couno11, and eYery oars bae been taken to in no vay cou1t 

that organi~ation , or anyone else, to the deo1sions the 

Brazilian Government might make. But the 1118Jlller in vh1oh 

the situation has shaped 1tsel! up baa made it i mpossible 

to exchange Y1eve with them. lfe baYe not , I repeat, under­

taken to negotiate v i th the Brall111an OoYern111ent. We baYI 

been raoed by t he raot, ae reported by our representat1Ye, 

that it vae very 11ltely that the Bruillan GoYernment would, 

on i te olo-n responsib111 ty, undertake to make an otter to 

the bondholders and haYe tried to do t he beet we oan to 

assure that it the Brazilian Oonrnment should do so, it would 

be ae satistaotory an otter ae they oould be preYailed upon 

to make. 

Sincerely youre, 
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TH!: UNDER SECRETARY OF STATE 

WASHINGTON 

Pebruarr 5, 1940 . 

(\· 

\ 
, K;r deal' Xr. 8eoretal'7: 

With reference to the oonterenoe vh1oh vae held 1n 

your ot t i oe on Pebruarr tiret and vhioh vae attended b7 

representatives of the Government ot Oolomb1a and of 

t he f oreign Bondholders Protective Oounoil, a• vall a• 

by Xr. Jeeee J ones and mreel t , I am glad to i ntora 7ou 

that the Aabaaeador of Ooloabia hal toda7 advieed ae 

that the Governaent of Colombia hal ot t io1all7 aooepted 

the teaporarr arrangement euggeeted at that oonterenoe 

together v1th all of the conditione attached thereto . 

I aa eiU'8 70u vill be aa greatl7 pleased aa I aa 

that the ettorte of the 1 0o-.ittee of three• have 1n 

th1e eenee eo tar proved euooeeetul. 

Bel ieve me 

I 
1'he Honorable 

Benr7 Korgenth&u, Jr . , 

Seoretarr ot the Treasury. 

. 
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Present: 

r ebruaey e , 1940 

:5:30 pm 

Hr. Gifford 
J.lr. Pinsent 
l!r. D. W. Bell 
Mr. Cochran 
Mrs. ltlotz 

Hr. Gifford: Well, I suppose you want me Just 
to plunge into the matter of my meeting. 

FDl,Jr: If you would. 

l!r. Gifford. Yes. I would like to remind you, 
i n order to make it fair, that this time as compared 
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with 1914-1918 our holding of bonds of American count ries 
is quite small, really not very important . There may be 
opportunity for negotiating with the companies that is­
sued them and we have very much in mind to do that where 
oases of t hat are practical , but that ie not the real 
problem you have asked oe to consider. 

'l'nen, as regarde our large holdings, we have only 
t wo holdings that could be described ae really very large, 
t ha t is, of t he nature of $20,000,000 in the two of the, 
well , well-known big American corporations.· 

In one of theee we have reason to t hink that an 
aporoaoh to the company might be suocessful, in whole 
or in part, and that we certainly will, a t the moment, 
try to deal with them by that method, if possible. 

In the case of the other oo&l9fU\Y, I have been 
given to understand b7 _, adYisere in New York that ap­
proach there would be 111111kel7 to be euooeeetul, But 
1t is not nroposed to Y&et these shares in the meantiae 
and even if we did, in rtew of the number, what' s 1n 1117 
ol nd it would ta'te 12 or 15 months to l i quidate the 
holdi ngs. 

Regraded Uclassified



-2-

Now then, coming down to the general considera­
tion of the quest i on whether we oan realize our secur­
ities to some considerable degree -- our shares, quOting 
shares -- by approach to the co~n1es of i ssue, I f elt 
that that bad to be gone into on some scale to be of any 
r eal use, beoause of course, no doubt, there will ari se 
individual caees where i t could be done, but if i t were 
to be a substitute for vesting and sale in the ordinary 
manner, one would find that it would be applicable to 
a fa irly large scale. I n order to test that up , I would 
like to let you know exactly what I did, if you will bear 
with me. 

l!IL ,Jr: Please. 

Ur. Gifford: I want to put the cards on the table. 

First of all, in order to make myself acquainted 
~ith the legal background eo that I should understand 
the posi tion, I consulted the solicitors whom the Treas­
ury had authorize d me to and put the matter before them. 

IDI,Jr: Who are t hey? 

•~ . Gifford: Davie, Polk, Wardwell, Gardiner and 
Reed. I will go back to t hat if I may. 

Then, in order to apply the more practical teet , 
I did t)l1s. You probably re:Dember that it had been in­
tended in Decegber to veet 60 securities, which Ur. Whig­
ham and I had selected on the voyage out and the selec-
tion had been aooroved vmen we arrived here. What I did 
wae t ake that list of 60 securities and out of that to 
take t he colll!lanie s in which t he Brit1eh holding amounts 
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to 3 million. dollars, or more, and these , when I picked 
them out, amounted in number to 14, and as i t happened, 
they give a wonderfully good representation of the Yaried 
interests of Amer i can indust ry. Then I made an examination , 
with the assist ance of my friends in New York, i nto the 
bal ance sheet ooeition, question of all the issues of 
securities they had rnade recently, and i n general their 
"Orking caoital situation. The result of that I would 
11lte t o g ive you in detail because it tor:Ds a considerable 
baaiB ot the conclusi on that ~e have felt it ~ould force 
uoon ue. 
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Ot these companies, four during 1939 had raised 
additional working ca~ital and that wae not just to oro-
vide fixed capital; it was to increase the working caoital 
I make th~t p6int. Three others within the last tour" year~ 
hA~ r~ised additional working caoitnl by the issue of ei ther 
preferred or other stock and the inference t hat I drew ~­
self of what t~t was worth and what my advisers very strongly 
sai d to me was that it was extremely unlikely that having in­
crea sed their prior chargee for the purpose of strengthening 
t heir working capital position, they would be willing to 
~e1)lete their ca~i ~al in or.der to buy in their co=on stock. 

In the case of the other two comoanies, ~ found they 
had lar ge construction programs in hand and one, as a.matter 
of fc ot , had rather definite restrictions against the pur­
chAse of i te 01fll com.-:10n stoclt, malting it difficult and un­
l i kely. The other has large shares of early maturities 1n 
t he ea rly 40's and that again had the obvious result or 
IMki ng ue teal t hat an a~proach there was extremely unlikely 
to be euooesatul . 

Then with regard to the remaining five companies, 
. one had to borrow on severe terms in 1935 - had gotten into 

financial difficulties - and my adv1eero know quite accurately 
whAt t hey would have to do; namely, get his bonds reduced and 
common stooka reduced and not be caught t hat way agai n, aM 
1t was quite clear t hat approach there would not be suocess­
~11 . Then the other two companies, one is heavily bonded 
alr eady and baa heavy matur!tiee aM though its cash oos1t1on 
1s fa irly strong it 1s not' strong enough to encourage the hope 
th~ t we could oroceed along those lines. Then the third hal 
very heavy borrowings tro:1 ita bankers and that age.ln did 
look a t all prom1sir~. 

That accounts tor fourteen and lett twelve out of the 
fourt een loOki ng rather inconclusive. Since ~ examined th~t, 
the a nnual reoort of one ot them has come out -- was handed to 
ce j ust yeete~ay morning -- and we eee trom·that that it ie 
entering upon a very large development orogram running up to 
about 24 million dollars in the next two years. The result 
was thst, eo far as ~ own opinion wae concerned, I was forced 
t o t he view that the chance of the Board' e aporoYl ng purohaee 
on a ny scale of stock was small. Naturally in a matter of 
th~ t k1nd I laid much more stress on the advice I got from 
QY advisers in New York • • • • •• 
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H. !l.Jr : Who are they? J . P. !!organ and Comoany? 

!~ . Gifford : That' s r ight . And they were very 
s~rong and very definite that they could not hold out any 
ho?e a t all . In t"o cases out of the fourt een -- that i o 
I''Jou t t11elve per cent ot the tot al -- they actually are 
represented on the coml)anies and I SA\7 in each case the 
~e~ber or the t i r e 11ho i s on the Board and that nas quite 
conclusive as regards those two coc'XI!liea. !lo hone there 
o~ the thine being done. I n one case they need cOre ~ork­
in- capital. The other is "here they have a construc~ion 
~ro-rnc and l~e maturities in the future . 

'len havin~; got that lenl>'th I then sa-, r:r. Coleman, 
tll~> solicitor, and aa-'<ed tor his vie,.o nnd got him to look 
ot t!le abstr acts that had been made and he cave ne a report 
on t:\e oubject and discuased it l'li th me nnd he "'lS clea.r 
t~·t in vi ew of the le~al question ns to "ben com!lanies 
~re Justified in buyi ng thei r o"" stock, nnd his opinion 
·-na t h-~ t it ''IRS very unliltely th'lt any Board of Dir ectors 
"'OUld tr.lte r es')onsibility 1n the circumstances 17hi ch t hese 
Btl'tements di scl osed. Hol't or course thAt 1\dvice ! have 
received, both practi cal financial advice nnd legal advice, 
i s I arn sorry to say so strong that I f eel that I can only 
-ive one ansl'ter to the quest i on ,.hioh you asked me to 
consider. 

I ro-Jld like to say thia . Ya.1 urs ed u~n ce that 
·-e :i_ :~t make a trial by at)')roao!'linc; one or t • o of the 
Presi dents. I put t hat to cy advisers. They rP.r e very 
adverse to doi ng t het , because they felt t hat the7 could 
~ud-e so nell as to the orobability ot the reception of 
t::• t idea ;md l'ti th unan1.:n ty, and I di scussed 1t '1'11 th 
ore than one oartner -- oui te a nu.':lber ot them -- and 

~1th unani mit y- they felt tbP.t none of the Presidents would 
~o more than give a negative answer . He ~ght be abl e t o 
Bay no, but he wouldn't do more than that without consult­
i ns the member s of his Board, and they t her ef ore did not 
feel t ha t there would be much advanttv"e t o be gained by 
aporoaohing t he s e Presi dents . 

H. :l. Jr: From ,.,bat you tell me of this analysis 
and I have no ~ay of making any ~nalys1s myself -- 1t 
eee"ls t hat • • .•.• 
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:~ . ~ifford: I should of courae say th~t a l l 
v f,, cts a re nt the service of your advisers if you 
·•1Sh. I have nothinfS t o hide i n the matter. 

H. ~:. Jr: No ! No ! It was an i dea . Evi dently 
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it ··.~a no good. Let ' s put it to one s i de . That ' s t hat ! 
I Gi d n ' t r!'aliz e t h e comoanies ~~ere in t hA t condition. I 
.• ve no way o f "mowing . I t was worth tryins a nd certa inly 
,;u h've not hurt the credit of your Government i n any 
"tl:Y rrhat soe \·· .• • . ... . 

:~ . Gifford : !lot in t he sl1r-htest . 

H. ::.Jr: • .. .. • by d i s c uos i n- it because nobody 
•no•"e i t. TSere have been no len:t s out o f our Trea sury 
nd neve r 11111 be . It ,.,as en idea. llo good. Finisc1ed. 

~r.~ere do we g o from here? 

tlr . Giff or d : No•t the next thine I 1vould like to 
say t o you , I ehall a t once on that let the Treasury in 
London !m ow the yosition a nd I shl:Lll exoeot to receive 
fro:~ them , in view of the decision that was t aken at 
t ite Meeting in t he Tr easury before I left , I shall ex­
~ect to r e ceive from t hem t he statement of the dat e t hey 
~rooose t o :nake the vestin'C order :md t hen I ,..ould l i l< e 
YO'.I t 0 knOIV t i11s . 

!~. Pinsent : The vestin~ order ~robably bei ng 
for the 66 securities. 

:.:r. Giffor d : Oh yes, undoubted 1 y . 

I had n little discus9ion a t the Treasury as to 
··:-u-t ·•ould ham>en on the vestin" takinr- '0 '1\ce. ie 
r!'co·nize , bot h in Lonion and a t 23 Wall Str eet , th~t 
••hile the method is, as f a r n o ·•e eM all jud~;e, a nd 
···e hnd a very thorough discussi on ot it ac:ain , <"~l'>.et her 
t.terc 1'11\8 any othe r method t hnt mi e;ht be s ur;r;ested bac:c 
t o the Treasury in London - - I had a co~?lete discussion 
·tit:·, the oartners of their experience 1n 1914 -- and t he 
conclusion wns again very definitely arrived a t t~t in 
t:1c absence of it b ei ng ooss i ble t o borrow i n t he United 
Stntes, r.:111c the oeth od. io no t i deal no one can think 
of a ny better me t hod. That ' s what it comes to. Then I 
EX?reseed the vien to the Treasury 1n London t hat it 
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o 1 ·llt b e neceesary if t here wns n. shoclt in the headlines, 
r.a the r e mi ght be in America ~~!\e n "'e vest, t hat 1t may be 
desirabl e f or u s to hold o ff the mnrket t o show that 11e 
rre no t &oin~ to bag t he narket nnd t~t i s the view of 
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• ..y ndv1s ers . We h ope over here tha t it won't take us long 
out I ca n tell you the t in the message f r om the Treasury 
s i x ,., e elts m1cht be t he period ••e miGht h old off the market. 

H. n.Jr: After you a nnounced t hn t you had vested, 
~.-.' t you :nl.r-nt not sell for a s :nuch ns s tr vreeks? 

l~. Giffor d : E~ctly . All de~ndin~ on h~ t h e 
cor."1t1on of t h e oar~et is and ,.,1 th ~ vie~ t o ~et t i me 
~~ l~t ~ny adver se affect sio~er ott. 

H. : . Jr: 3ut you don' t k no" ~hether t he Trea sury 
··ill -o aheAd and vest, do :rou? 

: :r . Gi <'ford : I thin't I do. I cl'.n tell you t h i s . 
':''1• t t:1e decision 11as t llken nt t he T.e Ptin,.. I '"as a t, d1s­
C\tss1n ·· n s i f the aug,e s t ion t h11t you •·rere '"OOd enoueh to 
'>'.Jt be f ore us r.ad not been made , Pnd then it rra s decided 
b:r the hettds of t h e Treasury, ~ubJ ect t o t h<>t, ·-e rrould 

o o:1ead and vest. llow of c ourse 11hethe r a ny chang e has 
occur red I ca n ' t tell you, but oy bel i e f is t hat t he 
·ns-.er no11 11ill b e t :Cmt I " 111 ve t A c~>.bl ee;r= t h.o t ~e 
ro~ose to vest on s uch a r.d s uch a date. 

!! . : ;. Jr: I r:oul d like t o as:~ you a ouestion. Tho 
in t~e United States -- doe s anybody ~n~- ~~ t t hese 
co,oAn1es are i n t r.ese 60 securities? 

,:r. Gifford : !lot exc e ' t -:JY adviser s a t 23 Wall 
3tr eet. 

H. ::. Jr: Th ey :mor1? 

!Jr . Gifford: 0!1 yce. 

H. : :.Jr: Do ,.,e '<now here? 

:~ . Gifford: I don ' t t hin'< s o. 

H. : :.Jr: You have not had t he lis t? 

!~ . Cochran: No. 
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H.H.Jr: I f they know rrould it be reasonable to 
let t he United States Treasury know? 

Mr. Giffor d : Unquestionably. They have to know 
because we maae-- 1~. Will i am and I -- made un the l ist 
and then we submit ted i t to them, you see , t o say i s it 
your vie~ thnt thi s i s a fa ir spread of American indust ry. 

H.!l. Jr: If they kno" - - I 11oul d like for the S.E.C. 
snd ourselvee to know. 
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Ur. Gifford: And I take it for r,r anted, if you will 
exc~se ce for oentioni ng it, of course it' s for t hemselves 
alone . 

H.:: .. Jr: I can promise you as far as the Uni ted States 
Treasury io concerned it will be confined to those whoo I 
can trust. I will aek t he S.E . C. when I give it to them 
can t hey make the same prom1se to me, and if they can 1 t 
~tve me proper assurance t hen I won't give it to them. 

:"~ . Gifford: That's all I want. 

H. H. Jr: I won 't v1ve it to them unless Hr. Frank 
assure s me, but they are charged with the supervision of 
the A~erican Stock Exchange. If you had told me nobody 
1n t he United States knows I would say then for heavens 
saki's don! t gi ve it to me. aut if J. P. l!or ;;an knows I 
t hlnlt the Government should '<now. 

~~. Gifford: I accent it absolutely. 

H.K.Jr : But I wil l not c ive t hat to S.E.c. - ­
~~d if I am not here, you ask Frnrut if he can give hie 
"ord of honor t o k een it secret and if he can' t you had 
bet ter not give it to him. 

!~ . Giffor d: There is one very small mat ter in 
connecti on wi t h it -- as a ~tter of machinery I shall 
have to s o over t he 60 again to see when th.ey decla r e 
dividends for the ourpose of calculati ng orice. It' s 
811kl7ard from our oo1nt of view if there comes a divi dend 
because 11e have to collect it. I t hink t here 11ere three 
or four of these. I might have to suggest that these 
th:ee or four be replaced by others. 
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H. M. Jr: During my abse nce 
-- , Hr. Cochran or Ur. Bell will 
see !.lr. Bell. 

I will be gone a week 
be here and if you will 

Ur. Gi fford : I suggest I give you t h e l ist as I 
hnve it at t he moment and if d ividends coeur nrior to the 
dnte or vesting we wi ll have to chAnge oome ot them. 

That ~ all I have to say, s i r, unless there is some­
t!11nfZ you would l i ke to say t o me. 

H. l!. Jr: I have one suggestion to make and you can 
taL'< this over wi th the llorgans. This may not be or any 
use, ! know t h ey have somebody "ho handleG publi c r ela­
tions for them. I think they have aoce f irm. What' s that 
f1rmf 

l:r. Bell : I . v. Lee. 

H . !~. Jr: I. v . Lee. They M.ve t his firm. You ask 
them IVhe ther they don' t thi nk i t might be useful t o engsge 
somebody by I. V. Lee who woul d be contacting the f i nancial 
1-Titcrs in New Yor!t when you bep;i n to do this t hing. 
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l!r . Giffor d : Than!< you v ery much, Hr. Secre t a ry. 

H. ;!, Jr: I don' t kno"l whether t hat ' s done i n England. 

Ur. G1fford : No, 

H. ;:. J r: Well i t is here . Very o rten a fir:~ like 
I. V. Lee, wno always have been engaged by botil !lor;;ars and 
Roclte f ellers to look after t heir oubli c relations, as they 
call them here, I thin!t i t might be •.•.•• 

l!r . G1tfor d : ... •• • useful •.••.• 

H. H.Jr : •.•... useful but t hey could t ell you better 
than I could, because I have never been in Wal l Stree t and 
never will he so I don't lcno" what goea on a ft er dar k in 
Wall Street . 

1:r. Gifford: I ehall be v ery g lad to do the. t . 

H. l:.Jr : Su t i t ' s J u st a s ugges ti on because i t gets 
down to a h&Iid! ul or rnen. 

llr. Giffor d : I shall certainl y put t hat up t o thee~ . 
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H. ll. Jr: They might think well or it and it might 
Five you a bet ter ~ress. We don't do in t his country l ike 
t hey do in France-- it isn' t a question of payi ng but it's 
n question of ex~laining . 

Mr. Giff ord: Exactly l Somebody authoritative to 
tell you. 

H. l!. Jr: And I think it may be good to arrange to 
••vc these financial writers meet you in per son. 

1~ . Gifford : I nould l i ke t o t hink t hat over. 

!.:r. Pinsent : We did di scuss thn t with 11r. Frank 
~:~en : :r. Whlg!ilio was here. 

H. U. Jr: What did he say? 

l!r. Pinsent : He wss very much agai nst it. They . 
l"e:-e onl y a fr:1id if we tried t o get tho press straight on 
certain points t hey w~~ld i mmedi at ely get crooked on s ome 
ot he r ones. 

Br. Gi ffor d : I would l i ke very much to discuss what 
t.:r. !!orgent!iliu suggests. 

H. :!.Jr: If I were in England and tried to do some­
t hin,; a s an Ar.terican I TtOUld like very much to have an 
Enr llshman e::rolai n to t he English Financi al Writers .... hat 
I am tryi ng t o do. Or a Scotchman. Boote~ better l 
I would nant t o get a Scotchman to e~lain t o t he English 
writers ~hat I, as an A-~rican , was tryi ng to do. 

r:r. Gifford: That appeals to me, but I hesitate 
about I, a Scotchman, talking to an Aner i can writer. 

H. rt.Jr : 1!organs may t hrow that out the Yrindow but 
~lease feel these suggestions I am ~~ing are only sug­
r estions and one can't tell until you try them. 

11r. Gi ffo1•d : Thank you very much. 

t!r . Pin sent : You remember there was a short state­
r.tent nreoe.red. 

Mrd. 
H. li.Jr: I did not see it. I know they worked ver y 
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llr. P1neent: 'l'hat 18 to be handed out to the 
press the same a&y the vesting order i s iuued - g iYe 
them a starting point. 

H.loLJr: But Just a c!old •handout •, as we call it 
1s not the same thing as having somebody , a high-clan ' 
American, to talk to and keep 1:alit1ng to. · 

Ur. Gifford: It is done in England in some other 
connections. At the end of the last war Lloyd George did 
that . They get accurate statements instead of garbled 
ones. 
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H.U.Jr: That 's it, and t hey have someone to go 
to to aSk tor an explanation, Here in the Treasury we 
hzve a man like that. He' a largely a clearing bouse of 
information. When something appears in the press that ' s 
incorrect , be explains it . It ' s up to them en~1rely • .•• ,. 

llr. Gifford: ••• •• • whether they correct 1• or not. 

H. M.Jr: Like today' a story on the machine tools 
was all right but the one the Sunday N•" York !imee ran 
was terrible. It had to be explained and atter t wo days 
we get a correot story. It's not a question of being 
favorable, it's Just facta. Even the New York Times mar 
be wrong. I don T t ltnow about the London Times. 

Ur. Gifford: Has been done. . 
H.U.Jr: It has been done and pre-mature. Well , 

t hank you very much. I appreciate your frankness. 

Ur. Gifford: That I do desire to be at all times 
with you. 

H. M.Jr: I will try to be the same with you. 

From the night of the 8 th until the morning of tbe 
19th I will be gone, but llr. Bell 18 here and J.!r. Cochran • 
is here and if you will ask to see them they are entirely 
famil iar with what' 1 going on and in the face of a terrible 
er.te rgency they can eend me a telegram, but it has to be 
awfully important. 

llr. Gifford! 'rhanlt you yery IIUob. Great pleuiU'e 
to see you. 
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~11 
J'ebr'UU7 6, lllto, 

llll¥0RA5D'O JI 

TO: Secretar,r Jlorgeutbaa 
11!01(: ¥r. a .. tOil 

Aaoll& t he cargo awaltilla n.e 5ol'W61u Sta-r lll!!lllD 
now due ill New Torll: to take an .Aators cargo tor Vladi 'rOetok, 
is a ehipoent of tin Wr18bt cyclone airplua 110tore. Th1a 
1s the remainder ot a lot ot ten motors coYered by State Depart-
1118llt export lloenae nlmber :!1877, 1aeue4 on Deo.aber 10, 1939. 
The other 110t ore of tlw lot OOftred by the lloenee hue bee 

shipped aa follows: One on Deo-.ber 9th, one Oil Dee-r 234, 
!1114 three on 1UUUJ 34. Th1e export llcuM, ~r 38"17, 
wae 1ene4 Ju.et eight d17S ~er the aDIIDunc-t by tiM 
President ot the .oral. .abargo on eiroratt ealee to Raae1a. 
!t ie the onl.7 a1.roratt or aircraft perta lloenee 1e811ed 
ainoe Deo•ber 24. The State Departlaent sruted 1t ~er 
oheckilla w1 th the lihUe Hou.ee when the llright Aeronautic Ill 
Corporation presented proot that thq had a contract obllsilla 
theJO t o Jlake dellTel'J ot these 110tore. 

-· -. 
, 
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fU 6 1140 

II¥ d<o&r llr. Pna..t.ll\ t 

Pua '' to ~ (a) ol S..tt• 10 ot tho OelAI ..._ 
eo"fo ct. ot 19)4, &J>i)ioo>id .1-.ry :10, 1934, u -docl tr t.ho Act 
o! J\11¥ 6, 19)90 I haft t.ho bcncr to ~blit '*-itb tho -.-1 r... 
port l t# tho 11ooal. y.- andod "'- 30, 19)9. ot tho !!t&bll1aat.1• 
i.nl! cn~~~tAII tr s.ot1e 10 (b) ot thot An, 1rollWitn& a r'J o1 
OSJI!I'$~1,..• ol t.ho 7\lnd boa ito oetabu.t..lt. t.o ...,. )01 19:». 

s.oucm 10 (b) ot tho .:1014 Rfootl'ft Act or 19)4 ~ 
A'.r•' IJ.t' - Of •:z,000,.000,000 tr.. tho n>OOi pt.a NJ)I'e~ tho 
J..nc: .-1- t. ,..eult.lni rr- tbe reclucUcn in tho - il:bt. ot tho i;Old 
<oll.&r, whidlw.,... _,.., 1JIIto tho TrMIIUI')' ae d-uanoc:u r... 
cd pt.a in ~oo with Seot.1aD 7 ol tbo J.ct.. ft» Secreta.,. or 
'·' e •reao 11')'' with t.bo &ppnwal or t.be Prea1dtlllt., h a.t.!>Crh>id 
tor trr J>UI1)00a ot -b1lSKI ns tho oll4ha.oao n1"" ol t.he !!Gllar, 
1.0 ~Nil in c;old ~ !Oft1in eltehlulo>o, and - h ot'-in~te 
o! er ui t 01xl eocurtt.teo ao be _., .,._ neoo~ t.o c&n7 cx.: t Uw 
Olirpoott o! ll«otJ.on 10 (a) ol t.ho _.ct . 

Tbo ~ ••• •t. up • the IJoOb o! tho Tl'MIUJ')' oo 
1,....11 9 , 1934, N!d oo A,..U :n, 19:J4, t2,ooo,ooo,ooo s. &old trea 
t~ 1no- t. ,.. ... lt.lns rr- the NtlleU• in tho ~ ot t.bo 
.,oltl dol.l.al' wu t.nnotonwcl to the TIN. 5'-l...._.ll,y 
•a>.~,ooo,ooo •• tnootonwct O'a:l the prt.noipltl aooount. or tho 
'Lei t.o accounte 'ld\h tlw ~ ot tho 01\it.ecl StatAa Uld t!leo 

I Menol leael'ft lltlnll ot l'iilw Yorir to bo ....., ao ...ednJ capital . 

J.o _., pM'l.l' prooridocl tho J'lln4 wu to "-" • uro ot two 
1Ml"O r.... ~ .)01 1934, ..U..oo -r tendr.atocl b.Y tbo Pr,..1-
•M>t. , I!Owuw , tlw l'rnictom -• a.ttior1oed to <r1CtAnll ew:h p.:rioc! 
• r not. :>e>re t.hlul - atldlt.t.-1 year. ~ .,.,....,. 10, 19)6, t he 
t rui<!Mt 1 .. uoc1 a Proo~U• oxtAndln& the l'\lnd tv ono adctltion­
•1 , . or trot. "'"'''IT :10, 19)6. Ji\ ,..,_,., 19)7 (PIIblic Jo. 1, 
7Sth l'.cti.;J'eMt &)iiliUiiiiCI ~ a)1 1937) ~N .t.orwiod tC# l1!e •r U.• 'Und to ~ :10, 19)9, N!d qa111 in J1>J¥, 19:» (PIIblle !lo. 1~, 
7bt.h "Oill;J'oN, awoo:i4 ltJ);f 6, 19:») t'arthor o:rtendod u .• uto to 
,t...,. 30, 1941, W\loN ••••~" t.ld.natoll llY the ,..al.dtrnt. 

212 

m-, in 19)6, ,_ wu oonhmtecl WiUl a ~ cr1ot•, 
" • ' lnit<!d r~-. ,._and tbf .llllltect St.atoo rralUed thr -·-'-~ 

---.. 
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314 _,_ 
toreiill -""" et:41"elnc "- ...u.n, but .U. te u.. UlllW stat-a 
u ~ ~...u.ac •U.. ... ~ .... •'- Sa EldlUiit 11. 

The ODlAI ~ .let ot 19)4, •• or~ ~. ,.._ 
q..u.cl l.ll&t. • • •' -.adlt ., tt.e .,....u_ ., \he ,.. be _. 
""" • n pc't u..-t lllbel.t.W w \lw Pn11141nt. The u .. t ' or 
Jul.¥ o, 1939, ~ u.. lu. or tt>e fWid to u- )0, 190, ,.... 
v l du thol t .......... lhoiWI a1aa "'" "*'"' \o t.he ~ ... non­
or u .. contidiDUal •t..w or u. t.no-Uone or u.. .I'GDII, u •• 
cot ~ aM.u.le w peft.it. ..,.._ •te ~ tl»• """'­
U Oiil to 1- tba Traa8ul7 or to pemlt. lllllf' ,..\aide audUara w 
cOllC 1nt.O \boo TNUUr7 to reon- the roool'de. I t. waa ~. v­
t ore, U..t. U\11 aod1\ lbDuld be ......- llr a o-tt.t.e ot U.. 
~W¥'1 ott1aJ.IIla IIIICier u. Ci.U ::entaa. Tb1a .-.lt.'- u ._ 
?OM<' of t.biW ot! 1e1.ala 1dto- not. 1n .... -r o-W ri\11 \be 
op<raUcne or \ha """' - who !aft 8UftCI 1n U. fnc'"-"7 tar panoda 
rat.,.ln.. rroa ._t,y-tiw to t.ld.nt' ,..n.. TlM!J aro U• &ibl;r .... _. _ 
_ , .... u.h .,._...,. n~ eparat..~ l!ach Tear w. o-tt-., to­
•• w r with ...,, a au woftln,t l8der U.lr s-tllat.o ;!u'1111!.1ct.1all, 
hlive a..U.IA!d rtf'~ t.Jw\....,Uon at U. ,_ Ntd l t.o ...,..no aud 
ecconJl"fVJJ11 oert.J.t1oe~- baw ~ 1110t8Ut.od t.o U. Preas..t.t u 
... , .arscl ~ t.lw QDld ll,..<~rn J-ot. at 19)4. 110 lr\a.....,.,t.a lllarilil tho 
poutt .. , or tbe ,_.- PQbllat.d .,r1ar t.o W&rdl, 19)9. ~~ t.brt. 
d&IA arr~t.a taft '- IIAde tor tlw poabllaat.l .. ot ~ 
btJ...-- at- ., the •'-d. 

n. Yl• et u.. tact. tltAt. tM.a 1a u. nret u. .. amua1 
,..poz1. llaa ..,._ ... wt.w to u. cor.paaa, t.hia I"'JJIO'\ hae bee 
pnpwr.cl t.o - U. ~rtod .o- April af>f _l 9)4L U1a da\41 oa wb1Git 
U1a f und waa - •• Md lnto ;;:old, to ,_ JQ1 l 9JI'J . ,_.. -
anolotled WU. t.I'A M'_,"'l t.ahl.ea ~ -s.ae of t.nma­
aeu..ta 1o all ttl U.. •- t.o ot U.. St.ablll•U• r...s t w U. 
pu1od Apo1.1 », 19)4 te ~ lO, 193S, and t or each ! heAl ,..,., 
t - tnat\.er up te ~ 30, 19)9. 
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fU 8 $0 

5lr1 

••• ' .. --'"" (a) ., IMUoa 10 ., .. 0.14 ... 
aerte Ao\ ef 19,-t iQipa;llt ~-r'T }Oo 19}~. &a _,."""' .,. \be W 
of JulJ' 6. 19)9. I line 'be '-n ta .,..., •••wf.\11 u.e ~ r.­
por \ f or \114 11.-1 ,. • ...,.. I-. JOo 19}9. at ""' 8\al>Uba\t..a 
l'un4 orea\M lt' lee\ln 10 (11) et \11&\ Ao\o 1no1..U., a .,_,.,. fill 
oporatlou fill tile 1'-' hw Ua .. .-u.-.., .. 1-. JO. 1939· 

~lea 10 (11) tl \he O.U '-rn Ao\ fit 19}11 ..,,..rt. 
a\M \ M ._ at U tOOOoOOOoOOO ,._ \bo .._lph ...,_\be \he 
""-' ...-.1\lac ,._ \be ....,.., .. ta \be w lcb\ ot \ he CID14 
.S.ller, vhleh -. No•llt 1a .. \he t......., u ldeNl~ r.­
oel pla 1a _...._ wl\lo Sent• 1 et \he Ao\, fte INre\lu·7 fit 
\be f'reatUTo vt\ll \he ~ ol \he Pr .. ta.\0 h 1111.\berhilt 
tor \be purpo~o et a\allll ..... \he ~ ftl,.. •I ""' o!ollor, 
\o .S.al 1n pl4 11114 lonl.p eMIIe•C'I• ... lfWIII e\1111' ,,.,.._ .. 
at o..U\-' -.i\lN .. Ill_,. U. -•81'7 .. 0&1'17 nt \be 
pui'J)OIO el lleftlta 111 (II) ef \lao Ae\, 

fM ... - ..... - \lao 11Mb "" \be !nuw7 ... 
lluob 9. 19}11 ..... - ....-u 21· 193"· u.ooo.ooo.ooo .. .. u Ira 
\~.o lao-\ renl\lllc hw \he riltuU• ta \be wlctst et \he 
cou u u.r - ....,...... .. \lao rw. ls-1'-oulT 
$3l0,000o000 - '-"'"""' rr. \bo p rlulpeln *' et Ule 
'-4 .. n1111Ma vf.\11 \lao INMwor et tbe ~'"" l te\N n4 Ule 
1.Ul"'ft1 • : u u ._. ""._ Terk to 11e .... u wl'llbc ... uol. 

Aa orliiM• l;r pft'fU ... \lao ,_ - .. llaft a l Ue et two 
7f:U I tr. J_, J0 0 19~ ~~ - .. nolMW li:l' \Ill Preel• 
4on\ , lloweftr0 "- heel._\ - p\berhilt \e ...._. .-. perte4 
tor 110\ .. ,. "'- - .utUoaol ,..., Cia 1-.r;r 10, 1936, \be 
""•lden\ 11 ..... 0 ~\lea erl-'lac \lle '-4 fflr - 11441\1011· 
1'1 J!IU' Ina 1_, J Oe 19)6, Ia I_,.,, 19}7 (Nlla lie, 1, 
7~\h Concno1• "'l'Patilt ,_, <'3• 1937) ..._ ... utoa .... \be Uta 
at t he '-4 \a ,_ JO• 19"• 11114 IICftla la MTo 1939 (,.ll• Wo, 1~. 
76tb Concroe10 app~ ICLJ 6, 19J9) t.rtbor aatoe4ed l\1 1lle \e 
J1111e }0, 19'>1, 'ftlHO - .... l ... \M 1l;r \bo PI'Mla.\, 

~,__ la 19)6. ,_ _. _,.,.aW vl\h a -\otT ortaht 
tho 11a1w n .... , ,_..a.,..~, .. ...... !NIIlhilt \be -•u:r 
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tonf.cll -ViM e\'•b•ac \be UllaH, n\ elM \o \lie tlaf.\M 1\a\et 

re a \l'1141ac •tla, !!laM .,.__\loat are ~ la blolliU I, 

!lie 0.14 ....... Aft fll 19J'I. .. •ri«be117 --... Ne 

"uSre4 u..at aa ~ ••.1\ et \1M .,.. ... u_ et \1M J'W14 11e .... 
""4 .. """'" \lot_, ...... ,\M "' \lie "'"14a\, the _.._, ef 
JvJ.r 6, 19}9• enoat!J.ac \he 1Ue of \ha '-"' \o 1-. )00 19'11, pn­

ddet " "'' a ...,..... llllw14 eloo lie .U \e \lot c...,.._,, 1a 'ltw 
of t he oontlt!.eaUal 111\\UH of the •-uoae of the '-'• u .,.. 
11ot de.-4 a4'1tedle •• pe .. u tlo...-10\e ooftri.,; \lleae ,....,_ 
t tons t o l aan \be ~ .. \e per.!\ ,., ooahltt o.wll\en \e 

·- lftto \be ~ \e n..tew \ba -u. It .,.. ._1 .... there­

for~, ' ""' \ba audlt •~4 lie - 4• ll:r a -tUM 11 ; ud ef ,.._ 
~ ..... UIT otrloWe ..U. \he CtyU s.r'ltoe. '!'hla oomi\\ .. h -

pose4 of \llrM orttolah who Aft M\ la aa:r '1101 oe-\14 vl\h \M 
oporo.U ona of \ha 1'1a4 IIJI4 vba 116.,.. aer.M 1a the 'f-olll')' for pf!l'ln4e 
J't.n,;t ne r ... ,_,)"'ft .... \o Wrt)' )'IU'Io ~:r ..... the~)' 00Dft1'­

..... t vltll l'reaft1')' thOAl ept ra\lon e, I:Mb )'1&1' tHo ...tUM, \ o­

p \ her vt\h ...,1o)'IM vol'll:iac _.,. tbolr •=d"-'• ,fvt.Uo\1-
bno au.\1\14 rrcr:r triUiaaotloa of \be l'l:aad aa4 1 h ropona IIJid 

&OCO"!WW1111C oor Uflca\loNI h."'.TI lHI ....... 1\\ed \o \he heolda\ .. 
requll'e 4 ~:r t he 0.14 ll.eHJ'ft A.o\ ot 1931!, 1le ota\-ah obovlac Ul.a 
pool Uon ot the Jl\m4 w n p .lllhl\ecl prlor \o Ml\l'oh, 19 9• Sl- \ hat 
elat e ar~h haft ....., ,...u tor t ho )lU'bltcaUon of qUitr\orl:r 

\ Ill"""• ohoeh et the J'la•. 
la 'ltew of \he f .. t \!Ia\ tbla to \he ftrat U• aa -u 

roport bfto 1leOB .,..,....,_ \o \he Co"Cft .. , \blo repen hat "­
prepared \e - \lot poriod trH _..u :!6, 19)4, \ be elate oa vhloh 

the "'-'4 vaa m•••M law ao14. \o .r.. JO. 193~· 'lhere Aft 

...,1o .. 4 loorevl\11 \ba fellovllll! '"'1•• aMwiac _.-tea ot \hlle­
""Uoat la all et tba _._ ot \lot S~U.laaU011 "-4 fer \lie 

porte4. .-rU 26, 19JII to 1-. )0, 19)5• t.V tN each tlaoal 71"' 
\heraatter 'liP \o ,_ )0, 19~· 

E:thlb1\ A - S\d..,., of -uua .. of ~- 30, 1939 
• I - lleo..pt \l&latlea of prorn fro• April 26, 19)4 to 

• 
• 
• 
• 
• 

lue )0, 1939 
~ - 7r .,.uctlont in .:oU t ..... AprU. 2~, 19 311 \ o lue }Co 19)9 

- ':'ruaactlona in .u .... r Ina .toprU 2a, 193 " .r .. J O, 19)q 
l -~Uou ta J ri\lth e\orllac f r<>a AJ>rU -6. 19)11 

w s- ~o. 1939 , 
r - 'l'rauactlou la 1ftaoh ,..,. .. , t'rf/1!J .l.l'r11 ""• 19)11 \o 

J - 30, 19}9 
0 - fha-\loa• la ICexl...,. l'e .. l ,.,_ .l.prll 26, 1931! te 

1'-. )0. 19)9 
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Ml'it I •. ''ttl Ia e.e I ..... ,_ ..,U 26, 19.}11, te 

.... )0. "" • 1 - " st'nt Ia ~ .,,'" ,_ ....,u -'. 
19)11 ...... )0. "" 

• J - " rtl- .. ·~ w..., ,_ Afril 26, ")II 
te .... )0. ,,, 

• ' -" ................. ,_ ...,u 26, tt.Jfl .. 
.... )0. ,,, 

• L - " ••- 1a ._,, •• 1a -.sw t ta\N _.,._ ,... ..,..u 26. ,,}II .. J-. )0. 1939 
• IC - !I 1 eas'leM nr t 1W 'r U. ~ '""rw ._. el 
• J - ._ Tetlr M rtMal ,.,... el .._ IWW ...._ 

• u - ntltlaUel-fwM<enleiJ.olllel 
,..._ J.U at ,._,_,, • ._. at •u."'-"eo 
,..,.otlY~, -. .. \U tn,..U .. - a at. 

ltldlar ..,.ne !law 'teea .-.&\W te U. Pnel._t M4 .. 

tbe s-te. 

'-7 t ft1.:r 7'"P$o 

(Sisooo) H . Mor~cntb.u, Jr. 

'w1ftl\le w. a. ••*' •t. 

__ ...... ,, --- J . -- ,.fij.t# 
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. ,. 
t-ip ......... #dn'• • •u-. • abe \e • 11111&\et ...... 
.. • tndal _.._. ..._ " uu- - ..._ la wwt 1 • 

... leU ............ ., 19)11. .. wlciMUr - .... ""' 
ctUl"' u.• • AI"_,. ..u• ., ... .,...u_ ., -. ,.. -. _.. 
aJI4. • •fPH' .. .., ... " ....... ,..., ... ,, . ... 0 ' ., 
l'flT 6, 19,, -'•'lei( U. uta sf ... '-' \e "- )00 lflll, ,... 
..s ... tha• ....... .-.al& al• h ......... o....-. .. --
., tile _tl .. tlal ..... sl ... ...__._ ., ......... " -
.. , ..... .nl ... b ......... _ .... _... ........ _ 

u .... " 1- ... "•==» ........ , .., .. t .... --- " 
- la\C u. ,,_., .. rnt- ........... lt- ........ ...... 
,_, t ........ , ....u-. ... .., ...... , ......... f ..... 
,.......,. cttletale ..._ ... Ol.U ......... !We __.,.,. lc s-
pNcl ~ UINc st'tlelals • ...... Ia ..., ..., M-ftet vl\lo U. 
.,. ... tbaa sf \lie 1'-.l.-4,.,. .,.._ ._.... Ia tile !rae ; tw ,..we 
r 11111lac tNa .._ti-ll.,. te \lolftr ,.._.. !loe7 ... 'h-nct17 --
_ , vt\lo ,., , fiNal ..-.u-. 1u1o .... w. __., ....... 
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rot 1J,CIED IA TE RELEASE 
Friday, S~ber 25, 1936 

!RE\SURY DBPARTI.IEII! 

'lfuhinst-

Pro:s Service 
Nv, 8-53 
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ny ~utho~ity of the ProsidPnt, the Soorot~ry of tho Treasury mnkoa tho 

followin& atatonontt 

1 , Tho Government of · the trnitod States, aftor conaultaticn ·.d·;;h the 

British GovonlJ:lent and tho l"rench Government, joina with them in atf1rmi11j: a 

c~n doaire to teeter thoso conditions which aafe'"*r~ poaco and ~11 beat 

contributo to the rea ... orn.t ion "~f order in 1ntorM~1onAl eoono:dc relto.tiona and
1 

. . 
t o pursue a policy Yh ioh will ton:! to promo t o ;>n sp ri ty in the ...,r ld and to 

2. Tho Government oi' the Vni ted Sto.hct:J JliUflt, or eonr so, i~ its pelioy 

1ntorno.t1onnl monot nr y rob-tiona tnko Into full noeount t!\e r equir omonta 

or internal prosperity , o.s corrc opondill!; oonaidor• tiona 1'1ill. bu tnlcon into 

account by thu Govor~nta or Franco and Gr~at Br1ta1nJ it vrolc•~os this oppor-

tunity t o r onffirm ita purpos~ to continuo tho policy "hioh it has pU'sucd 1n 

tho course • f rcoo~t years , en; constant ebjoot or "flftioh ia to maintain tho 

t;ra&toat poaaiblu oquilibri= in t>,e syat011 cf intor"lAtio:u>l O:ttho.nge and to 

avoid to the utmost extent tho oroo.tion of 1\ftY diat~:rbanco of that systOil: by 

A:oorioo.n monetary u ti<>n , 1ho G<>vornmunt of th·> Uni tod States sharos ~th tho 

G• vornmonto of Fr t.nco and Gr04t Britain tho oonvi.oti•n.-tnnt-i~ti.nuo.t.l.an 
of thia t \-f'>ld. p.uoy . ., JJ s ernr tho...gJ)ll.OJ'11l l'urpu o mieh all tho Govornmonta 

should purauo . 

3, Tho French ll•vcrnment infonno tho 11nitocl Stntos GovcrnJIIOnt that, 

judging that tho doairod stability cf tho pri.noipal ourrunoios cannot be 

insured on t. aoUd bash except o.ttor tho r-otabliatuoont • f a ~ equ.11.1b­
' r~u:n bot'MICft tho yarioua oconoal.c oystou, it baa d""lded....ttJr1;!\1.s objoot to 
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pro,.,oe to ito P=li...,ent tho rea4Ju,ot.nent o! ito eurr011cy, The Oovermont 

o! the 1Tn1tod. St ates , aa aleo the !rithh Oovornaent , ~ • .,cle<>ned. thb 

doc,hion in the hope that 1t- n1ll eot,.blhh "ore aolid foullMtions tor t ho 

stability o f internntioMl ocono.,ic rollltione, Tho Uni tod Statoo-OoVlln!-~­

ncnt , 1\B !Ueo tho :Sri tish nnd. French Govorhcontn , ·doclaros 1 t s intontion to 

continuo to uno appro?rlat e AVftilable roaoureet so na to Avoid as far na 

pooaiblo any d.iaturbanee of tho bnoie nf int ernAtionnl exchange r eoultins 

!roo tho proposed. rcad.Justr.ent, It will llrrMgo for &UCb conoultation tor 

tbt' , u.rposo &I Dt'J::/ pr?ve necessary with the other two Goverments and 

their authorized ngcneies . 

4 , Tho Oovcrnccnt of the United Stntca te aoroo• er convine~~, • • 

nre a.loo tho oOvernnentt of Franco nnd GrQ.C\t l'ri tn.in. tt-..1\t the aucceaa of 

the pOlicy oet forth above 1o linked "1 th tho devolo!)l'lont of' 1 nternatioMl 

trade. In pnrticulnr it nttnehos the r.renteot icportnnco to action bei ng 

talcon lfithout deley to rel "x l>rogresoivoly the :>I"••ont oyst"" of quotne 

Md ex.chw,e controls ..1 th a view to their I\ 'boll tion. 

5. 'l!lo Go vermont of the Uni t ed Statea, in co"'?"n w1 th the Goverr>­

nenta of 7rnneo and Great ilritain, deei r oa and invites the cooyetatian of 

tho other nations to realize tho policy laid down in the pNsent declaratt.an. 

It truata thl\t no country mll .. tt8tlllt to '>btl\in an unroo.son&blc eoa:>otitive 

OXcMII(lc adrontl:v;c nnd ther eby hncpor tho effort to r oo tor e noro stable 

~nor.~ic r ola.tiana nbieh 1t 1t1 tho Ai.o-of""t.he Lhtee;.Oo volinJeu ts to pt ouo"\e.ro - . .-

' 
,• 
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lOR IIIIIEDU'!I m.Jaq 
Saturd:\Y, S.,pt«:>ber 26 , 1936, 

The Secretary of tho Troaour;r nftkea public tho following note 

fro"' t!>o Belq!an Eobau:r, tranaoi ttod t o tbe Treaow-;· Depilrtncmt by 

the SecretN-; of StateJ 

1fao!lil'l(lto"· 

llo.3479 
Septenber 26, 1936. 

"Upon the or~.or >f ~ Oovor=ent , I ~1nve the honer t o infom 
Tour Excollonc:; of t!le following: 

"1) 'Eho Bel;;!nn Oovorn:;:ellt baa lurnei of tbe d..:lar3tiono 
lr;F v:Uc!l tho Oovern:lon ta of J'rnnce, Gtoent a.ri tan an.• the Un1 t ed 

Stntoa have considered It opportune t o express ~~olr !ntentlono 
"1 th rer,nrd +.o the oonott~r; and econon!c problo:1a ex!at!ng at the 
present tine, and Jo!na with then in n!f!ra!ng a common Intent ion 

of an!e.;uardl.n,o; the pence , of favoring the eateblhhment of eon­
dltiona which will co~tr!bute to the restoration of ordbr through 
the 1nternat1oDal ecol!OIIic relRtiona nn.l to purr'l e policy vi th 
a vie-;~ to develop!nr, world prosper! t,. an\!. 111Pr6Tio.; the standard 

of l!vino of 411 peoploa. 

0 2) To th!c effect the Bel~inn Governoent is decided to ood1fy 
in 110 ""~~ the ,.~netAr;; policy vb!ch it hna carried out durinc the 

lest ~·ear ond a half cd "hic~ :V.• l\nd t he effect of aaourlllb the 
cocploto atnb111t,. o f t ho Bel;;ian franc on the internat!opal exchange 

market, avold!ne. an:· d!aturbiUICe of C".l\t ....,.ket. 

• 3) !he French Oovernoont, conoi6e.•ln,~ that tho doelrable ota­
bil! ty of the prlnc!pol ourrenc!ea cannot be aooured on " solid baah 

'171 thout a previous ro-oatl\bl!~"'ment or " durabl e equllibrlUJD between 
the "nr!oua nat!oDal econ~llieo, has decided to propose for thlo purpose 
to Ito Pnrl!Mont the adjuatDent of Ita currency. .,. Belgian Govern­
ment , 1\1 well as the OovrrDDents of ~'lo United St<>toa and Great Br1ta1D ~ 
eo11aidcra that t~ls dcc!a!on is of a nature t o e atabllL'l on Dare ool!d 

foundat ions the atab!li t;r of International alationoh!pa . I t 1o r eady 
to take part aa often "' 1 t 011;/ bo noceaaary or uaotul tn the conaul­
tnt!ono which n~ be called, either botveon the !nteroeted Oovernnonta 

or between the ccapetent !notitutiono. 

343 
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•4) !'he !el.;ia;> Govenu::~nt, o.a well ll&th~ Gove,.,.,eoto of lrMce, 
Great Britain Ani t .1e Unl ted State a, h o~re?ver c onvinced t.'>at t.'>c 
succ~aa of t!ls polley a!:<>vo <>'.>tUned 1o bount\ up vi th t.l1e t\evelopoent 
~t internll.tionnl eor.r.eree. 

• P'll't1cu).l\.rly , it ttttRChea the grcotoat ir.~portnncc t o the i n! ti­
ntion of nn 110t1on wit:lout d~l"'' vith a vielf t o r educin,; prot>l'esalvsl;r 
the cx h tln;: a:retO':Ia of contlnr,enta ~~n•. contr ol o! oxc:U..v.e with a 
view t o t:ldlr final l'boli tl?n. 

344 

"5 ) !'hCI i!t.l .~il\.'1 Governt~elltl !\I <toll au:.e ~·rorr.nento of France , 
Gr e"t Bri Wn an<\ t he Uhl ted Statu, conal~ era tl-1\t the collaboration 
of t.'lo ?t ., r n"tlona f? r the r ealization or thio prc;;rcn nbcn-e cen­
t l oncd , io :JI ~ ~,eslrablo. i'or tlu I j)\lr!)(,I O, the !el.;iiUl Govern.'1ent 
-;ill r e1t .. 1n Alu"= ·e; v11li!l-"; ro.n~ r es1.:· t ') brln ; 1 ta cnt! re colla!)ornUon. 

Hh Exc< Unr.c;; , 
Tho· Seere tnr.; of State, 

nopnrtnent of Stato, 
~nshin;:t.,n. D.C. 

( Si.;net\) PR!l:C!'l t:'JGZllE Il3 LIC!Ilt" 
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By nuthorH;• of the ?re sident tho Socr otl\r ;: of the Treaaur,; tulnounco a 

t..~nt a a n fur the r atop 1n the dir ection of I ntornl\t1onal c onet,... equllibriur.~ 

arra.-.gonente hnvo been ~:~ade t o give effec t t o the dealro of the Oovor M!ont a 

o~ Bel.~iun, The llether l iUlds nnd Swi tzerlM~ t o coopcr nto vith the Oovernnonta 

of t he Unit ed Stnteo, GreAt Bri tnin Md i'rM.ce in ncc<>rdance vt tJ: the Fr ir.clpleo 

of t..~e tripnr t ite declAration of Sopt enber 25, 1~36 . 

The Belgian 0o'ler~~ect co tifiei tho Uni t ed St~tos of Its "~~erenee t o 

those pr i nciploa ~n Sep t eober 26 , Slc11Ar decl~nt ions ~f ndhere~ce hPve nov 

been r oce1vod f r oc the Oov ernrl en t s of The l!etherlonds nnd Swi t zerland . 

Tho Go•te rru::ten ts of t~le Uni t ed Stnt oa, Gron.t ! r1 tl\1:1 , ~d Fr.:mc e wol come 

the doel nr nt1o:la of t ho Oover r.nent s of Bol&iUM, Swi tzerl nnd an:! T!le 1/e t~erl •nds 

expr esdn& thei r adherence to tho pr 1nc1plu ott\t od in the tripar tite decltU',._ 

tion of Sept cnber 25 • 

.Lrr&r.,.e.-:onta ~ve bee!! oade b)· t he Ur.1ted St '\tes Tre~s="; f or (I'Old 

trru:.snct1one on o reciprocal bas i s ;;ri t."l t:1o1e t:1.reo countries . Theae arrl\."t~ 

~r. te are .;tven effect b;· 9-.lbl ie statcnent s o~ t"t~ Soere t"'l.r';· of t-~o TreASW"""J 

which Qrc n:~exed here to: 

(l) A. a t At ortent suppleoontin.; t !:le s tnt C'!Ion t of t c.e Secrot'\!'" of tho 

Tro"aur•· dntod Octob er 13 , 1936, w1 t !:l r~epce t to r ecipr ocal t rK.sac tiona in 

(1'014 \llt..'l o er t '\!r. countries, !Uld nit.'l~.r(u• inG the etnteocnt of Ja.'>Wlr'J 31, 1934, 

rel~ting t o t he ~e of go1~ for export ; 

(2) A. a tn t ODI'n t :lnein& the eou.~trioa of Belgi W'l , T!le Ne tlle rlN:ds nnd 

Slr ! tzerlMd u e onpl ;;ir..; wi th t!!e c ond1 t1ou of t l:e ahtencn t of Cletober l3 

111 oupplenen t ed b;; t he abo--a atat eoent . 
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In a4ditien to the stetamenta to which refer ence io n&de aboYe, c~pieo 

of c~mmunicatione from the Covernmonta of Tho Nothorlnnda nnd Switzerland 

are modo publio herewith. 
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roR RELEASE , IIORNINC NE7srt .. "'ERS, 
~leadAY. November 24 , 1535. 

Press Service 
llo . 8-~5 

~. Secro tN'l' of the 'l'reaour1 to~· n:wed the follovtnc: Nidi tional 

c?u.ntr!ea: 

Belg!ua 
'i'he llethorliU'.dl 
Sw1 h er lAnd 

347 

ns compl)'in;; "1 th tho .c ondHiona spec Hied. in hlo pr coa r ele,.se of October 13, 

D 36, &a euoplocented b): hla pr e ss r olenae of llovembor 24, 1936, h r th o 

purchnso of gol d froM the Ur.itod st~tca for iro."led.lnt~ oxport or carnnrk . 

--~ 
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'le.ahington 

FCR R!LE4S!!!, IIOIUlTIIG !IE'1!;?A..--m;s 

~~··~' · llovo~ber 44, 1936. 

Press S.li'Yico 
llo. 8-! 6 

u/23 36 - · 

Tho Seoretrur,r of the Treaeury ~akea public the following note from 

\bo Slli!! Lego.tion , t;anmitted t o the Trol\turJ DoJ>I'rtnent by the .Acting 

Secretary of State: 

0L!CAT I "N r! SUI SSS 

'fathington, D. C. · 
lloveaber 21 , 1936. 

"Sir: 

"I hnve tho honor t o inforn ;·ou thAt I havo been i nstructed by 107 

GoverMon t to convO/f to ;1ou the follo·>ing: 

" 1 The Covernment of SWitzerland hl\a cognizMce of the 

doo1nrationa by qbich the Covornnenta of Fri\Doe, Great Br i t ain 

and t he United States of Anerica have aeon fit to exproao ~e!r 

Intent ions vi th re~d to t,>,eir 110net&rJ policy and ed!ler es to 

the pnerel principles atated in their tripnrti te declaration 

of So~tonbor 25. 1 

• .&ecept, Sir, tho a08urances of ey hisheat cona!deration. 

"!he Honorable 
l, 'lal t on ll?ore, 

Acting Secretary of State, 
'laal:in;;ton. • 

( Sisned) IURC PETER 

lliniator of Swit•er1Md. 

- oOo-
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~.e SecretrJr• of the Tr~gwr; nnkes public t he folloalng note fron the 

Roy til lletherl:u>d Le,1ation, tr&nsai tted to tho 'l'reaaurJ Dcpnrtnent by t'>e 

Acting Secretar7 of St~te: 

'1aa.'>1n,;ton, r. c. 

!lo . 3775 Nove~ber 21, 1936. 

'Sir:-

"Actina upon instructi>ns of the Uinlttcr of roroi;:n A!'fni rs of tho 

Nothorls.ndu I hAve t!'\e honor to in!"oro Your Excollenc:' ,'{ the ~olla.ring 

ieclaratl>n "~de by~ Ccvernnent: 

"''!he Governoe.nt of t!te Netherlo.nda hl\t cot;nizance of t..i.e 

declarati?ns by vhlch the Ccvornnents of !ra~ce, GreRt Britain 

ond the United States han seen !1 t t~ ex~ross their intention 

'JI th r e.;ard te their none tar; ~oUcy "'"d adheres ~o the general 

principlea etnted in their triJ.artHo declRntion ~f Septer.ber 2!', 

1~3~. t 

"I a, .. aJl O::'Belf "f this op_p<'rtun1 tj" to roneo to ~ .. ou , Sir, thE' at:~sura.ncet 

of ~ highoat eonaidoration. 

"'<he Bonerable a. Val ton lloore, 
Ac ting Secretl\r,f o! Stnte, 
7a&l1QitOn, D. C.• 

( Sii;noC) c. van Bre·Jij;el D<r.J<;!A• • 

Charge d 'Affaires a.i . 
o! tho Netherlonde. 
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WASH CUST AGCY MR SHAMHART ON LINE GA 
KR SALTER TALKING 

ADVERTING YOU TELETYPE MESSAGE EVEN DATE RUSSIAN SS VA 
VLADIMIR HAYAKOVSKI REPRESENTED BY GENERAL SS CORPORATION AS 
AGENTS BOND FILED AND WORKING PERMIT ISSUED TODAY BUT VESSEL HAS 
NOT PUT IN APPEARANCE AS YET HOWEVER MAYBE OUTSIDE BREAKWATER 
UNABLE TO COME IN HARBOR ACCOUNT HEAVY FOG STOP EXAMINATION OF 
EXPORT DECLARATIONS BOTH LOS ANGELES AND SAN PEDRO OFFICES FAILS TO 

DISCLOSE ANY SUCH DOCUMENTS FILED HERE FOR EXPORTATIONS VESSEL NAMED 

LIKEWS LIKEWSE NO LICENSES ON FILE HERE AUTHORIZING EXPORTATION 
A I~PLANES OR AIRPLANE PARTS STOP CHECK OF DOCK BY INSPECTORS 
DISCLOSES ONLY CARGO HERE FOR TRANSPORTATION BY VESSEL NAHED IS 
786 BARRELS VEIGHINC APPROXIMATELY 625 POUNDS EACH MOLYBDENUM 
~CENTBATES SHIPPED BY CLIMAX MOLYBDENUM CO OF CLIMAx-coLORADO WHICH 

MERCHANDISE HAS BE EN ON bOck IN COS ANC£L£s FOB APPROXIMATELY~ 

MONTHS AWAITING ARIV ARRIVAL OF VESSEL GA 

DO U KNOW TO WHOM AND TO VHAT COUNTRY THE MOLYBDENUM IS DESTINED 

TH£ ONLY INFORMATION WE HAVE HERE IS THAT IT IS DESTINED TO RUSSIA 

IF YOU DESIRE WE WILL GET ALL POSSIBLE INFORMATION GA 

C£T IT BUT U NEED NOT TELETYP£ IT ABCK UNLES .OR 
TKANX END OR GA SHAMHART TALKING FOR W R 
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~1...-EIVED 

~te ... .. . . ~.~i.~'j70.'f; ·~· 
't11ll8 . .... . . ••.•.••..• . . . . . . .. .. . 

ENPOBCEVEll OR1! 

c~ . . . n::-;~~ s~m{; \ 

OPR 
L A 538 

OK 0 ceo L A 
LA 538 

OK V 
VOK L A CUSTMSGA 

BUREAU OF CUSTOMS WASHINGTON DC VHO IS THIS TALKING PLS GA 

HR POGR£BA IS HER£ KR SALTERNOT DOWN YET GA 

OK , FOLLOWING MESSAGE FROM V R JOHNSON FOR COLLECTOR, 

SS MAYAKOVSKI LEFT MANZA~LLIOt MEXICO FOR LOS ANGELES FEBRUARY 
1 , IT IS REPORTED SHE INTENDS TO LOAD AIRPLANE PARTS FOR 
RUSSI A AT LOS ANGELES. REPORT FULLY BY TELETYPE AS SOON AS 
POSSIBLE. 

CAN U GIVE US ANTTIIING OM ABOVE MATTER NOV GA 

WILL TRY AND OBTAIN INFORMATION FROM SAN PEDRO NOTHI NG IN THIS 
OFFICE NOV GA 

OK. GET DATA AND TELETYPE BACK AS SOON AS POSSIILE. 
TALKING FOR V R JOHNSON 

OK END POREBA BY M£M M 

END SIWtHART 

Regraded Uclassified



' 

.. -. 

\ 

. 
' 

, 

,. 

. 
-~ 

.. 

Regraded Uclassified



... 

353 
.. 
BSIII 

Paris 

Da ttd Fcbrt.Bry 6, 1940 

Reo '•d 11:13 a , ra . 

3corctarr of State, 

Washington • 

180 , February a, 2 p . u , (S~C'l'ION C'N£) , 

· FOR TEE T:lt:AS~ F\ Cll: l:A.'l'TRIO:"'IS , 

On th£ invitation of Ruef f I attEndEd last EVEn ­

ing a dinner of a group of t hE SociEtE d'Econou 1£ 

PolitiquE at wh1oh h£ disOUS3Ed t hE Eoononic end 

financial problt~s of total war with tha t clarity 

and logic on which lx is ao capablE . l'lhllt soo::E of 

w'!ll'.t h £ said is obvious thE tact tta t bia tal!< s :Jbs£-

qutntly received t he a~sr ov.1 l of P i nene£ l.li nistcr Rcyncud 

wh o was present &!)pEars to worrent o sW'!!'ary of hl.s 

rcnarks (aa I rtn EObtr thEr. : hE spokE i nforonlly frao 

not ED and dElivered no ~EPlrtd address) : 

To carry on a total war th£ statE nust obtain th£ 

largest amount of capital po3s1blt . ("Money" ~ ~id 
with a 91'!11£ "is nn instl'I.ILltnt to obscure ccanor.ic 

?rOblttlll • and h£ would leave it aside tor th£ t1 t 1£ bdng) . 

• -·- t itol ··-~rc ::r£ Par t!l£ s tat £ to get t~£ rex ..... ~ o cap ...,...., 
only 
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hac - 2- Ro. 180, Ptbr~ 5 , 2 p . n . (Scot1on 1) troc Pnr1a 

onl,. t wo o tthoda : (onE) to 1nortaat the na t1oml 1nca:.t 

anc1 producth*ty, a nd (two) to rec1uoe tunc1s a va ilable 

for consumpti on. 

MURPHY 

RR 
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HHJr: 

Operat or: 

h'l~Jr: 

~Iilli am 
!(yers: 

!r'Jr: 

~ : 

... 
~. 

F!llJr: 

Hl~Jr: 

~, : 

Rl 'Jr: 

"• . . 
!!HJr: 

'!: 

Hl·!Jr: 

J.!: 

h'Y.Jr: 

Hello. 

Pebruary 6, 194o 
9:18 a . m. 

I have J.!'r. lt.yers . Go ahead. 

Hello . 

Hello, Henry. 

Hello , Bill . 

Can I bother you a 11 ttle' 

I don't know. 

I 've been asked t o serve ao trustee ot this 
Associ ated Gas and Electric reorgan1~t1on . 

Yeah. 

All 1t means t o me 1s -- pr obably there ' s enough 
publio service to equal a headache-- but ••.•.• 

How about the salary1 

Well , that's it - - I could-- i t I t ake lt rpr a 
oounle or years i t would - - 1t would help 1n putting 
me :_ you know ! don 1 t ha. ve ouch. 

Yee. 

And the salary 1e fifty. 

How ouohf 

Fifty • 

Very nice. 

And you'd get about fifteen or t hat -- or you and 
the e t ats. 

I see. 

8o I could save some. 

Are thsy o~erlng l t t o you exolue1velY' 
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M: 

HMJr: 

M: 

HMJr: 

M: 

Rl'.Jr: 

M: 

H!~Jr: 

).1 : 

HMJ r: 

M: 

HMJr: 

1(: 

!!li.Jr: 

ll: 

HJ.I.Jr: 

M: 

HMJr: 

HMJr: 

- 2-

lo, there are three of thea, 
Henr7 l!arr1•n hu aooepted. 

Relll'y Harr1an, 

Yee. 

I eee. 

Do you know h1a' 

!he71 re t&l.k1ng - -

Well, I know h1a ~ry eliShtly. 

And they're talJt1ng John Ranee tor the t hird. 

I eee. Who 11 1 theJ", Bill' 

Yell, Judge Vincent Libell called me troa New York 
Sunday. 

I ·eee. 

And Senator Bob Wagner called me and ea1d he d1d 
it onl:r ae L1 bell' e friend to urge me to take 1 t, 

I eee. 

Do you lee an)' danger in 1 tt 

For whoa' 

~e. 

(Laugha) No, I don't aee an)' danger in it. 

3SG 

You know what I mean, 11 there an)' dirt in there 
that would hurt the inetitution --burt Cornell or ••••• 

Yell I really-- I -- I wouldn't mow, Bill. 

Well, I -- I wondered if, a1 ra)' friend, you 1 d gin 
111 your alant on whether you t hink it would be .... . 

Well, 1t•a a perfectly honorable poeition, it that'• 
Ybat you aean. 

Yell, there a1&tlt be -• trouble in tMre that I 
414D't kDoW about that ••• • • • 
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W.Jr: 

!! : 

U"'Jr: 

... 

~Jr: 

~ = 

••• 
m.:Jr: 

HHJr: 

~'"Jr: 

- 3 -

Well , n.ot once the oourt a ppointed you. It' a a 
perfectly honorable poa1 t1on. 

And I -- as tar -- I ~an, anybody can take 1t -­
I mean , as tar as the company 1a concerned I don ' t 
suppose there was a morP mis-managed co~any • ••••• 

I know t hat. 

•••••• than than t h18 one . 

Yeah • 

357 

• 

And -- so, but after all When you go 1n as a receiver 
you don ' t 1nher 1 t the bad manage~nt and possibly --
I don ' t know whether it wae criminally managed or not , 
but tbat•a •. •... 

Yeah. 
But the grand Jury 10 going to look into that . 

Yeah. L1bell sounded good. Do you know him? 

I knOW or h im and -- and he has always t reated the 
Trea sury very well. 

Re -- he's thought of es a good Judge? 

Yes. 
tlould -- woul d t he '!)()11 t1c&l 1mp11eat ions be eer1ou•' 

~1\at do you mean by that' 

~lell , he's a Democratic Judge. 

w 1 I mean it's-- 1t'a --I think 1t'a going to b: !~rt or considered a •plum•, if that 's what you 

mean. 

Yeah. 

Bee' 

Yeah. 
And I'd have to give value r eceived' 
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HMJr: 

ffi{Jr : 

Hl-!Jr: 

\1• ... 
~!Jr : 

... •.. . 
!l¥.Jr: 

t!: 

S'~Jr : 

!!J.!Jr: 

HMJr: 

- lj. -

Oh, I don ' t know, Jim -- Bill. Not oomlng from the 
Judge. Nol he •a a highly honorable peraon. 

Yeah . 

No, he ' a a hlgbly honorable peraon, But -- and all 
ot our dealings with hlm have been only the beat . 

Yeah. 

And -- only the beat -- I mean, he'e been one or the 
beat Judges the Treasury has had in hle oaaea that 
appear betore hlm. 

Yea . 

And - - but I think you ought to know that vben we 
appear today before the Judge we ' re goirut to recoil­
mend B. E. C. 

Well , I -- that suits me • 

BeoauRe •• • ..• 
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Henry, I tell you tho way I reel about it. I 1ve been 
away so much it's-- l t ' e about-- if I flopped a 
quarter and it stood on the edge t hat 's how I feel. 

No, v all the point -- I mean - - you aay not have seen 
it. Tvo veeka ago vben they aeked ~e vbo I ' d l ike 
to see appointed by the court I ea1d s.~.O. 

Yeah. 

I don ' t ~~ov whether you eaw t hat or not. 

~o. 

And ••••• • 

Ob yea , I did too. 

ad t h t statement tvo weeks ago, And-- well , I m e a th Judge again we're 
and when our men appear before ;ion Now vhat he 
going to make the same rec~I' en~ad no.cooMUnicat1on 
doea I don' t knOw. He -- ve 
vitb the Judge. 
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HMJr: 

!ll!Jr: 

l!liJr: 

~! : 

!IMJr: 

H: 

RHJr: 

M: 

HI'.Jr: 

M: 

HMJr: 

SJI.Jr: 
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Tee. ' 
But ae tar as Cornell 11 oonoerned -- I mean, lt'• 
llke any other reoeiverehip. · r mean, When a man 
goee in he -- h& etarte treeh. 

BuN~ 
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And titty thousand dollare ia titty thousand dollare. 

Well, I could eave a tittle and that'• the only-­
that•a the only reason I'd go in. 

!be reason I 1m eort ot -- I'm 1urpr1aed tbat tbe 
oourt ie going to pay three men eaoh t1tty thoueand 
dollars. 

Well, tbat aounda a l ittle eor8WJ to me. 

It -- it aounda like a lot ot money. 

Yeah. 

But -- I don't know whether I 1 ve anewered you what 
you want or not, but that'•·····•• 

Well , I ' m not a bit enthueiaetio about it. 

Yeah. 

And teellng that way I'd Juet ae eoon turn 1t down 
aa not. 

Rae Jeaee J onee spoken to you about itt 

"0· 
Uh-huh. 

Apparently Wagner had talked with Eoolea. 
Jtnov 11hather he talked with Janel or not . 

I •••· Ia Zoolea intereeted in th1at 

I 

.OIIIehow. He'• intereeted I don't know. Apparently, 
ln the Ooaoe, 1an1 t hat 
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~I: 

!!l'Jr: 

l!HJr: 

~ : 

... 
:.:''Jr: 

H: 

lr·!J r: 

\f: 

~60 

- 6 -

He'a interested in everything. 

Oh, we11 I d1dn•t ~now t hat he vee interested in t hie, 

Well , I don't know t ha t he i& either. 

Well , wee it Eccles who auggseted you t o Judge •• • ••• 

I don't know. The -- I got-- Libell sim~ly said 
toot he 1 d heard about my work in Farm Credit end 
they wanted to get eome people Who -- Whose judge­
ment would be respected. 

I see . 

Of course that ' s a nice l i ne. 
tiona; I don't want t o go int o 
take it purely as an honorable 
little money. 

I have no qualifica­
busi neas; and I ' d 
means ot saving a 

\1ell , that 's perfec t ly-- nobody can be trenker than 
thnt. 

But I-- I don't want to -- well, I just-- I 've 
bot hered you enough and you ' ve given me exactly 
wha t I wanted. 

No, I mean -- I want to -- I don't want to leave any 
doubt in your mind that when Judge Libell gives you 
th1e t hat there are any atrinas attached to 1t be­
cause the person - - he ' a a very hi gh- class :~an • 

Yeah. 

And in receiving it -- I mean, I t h ink your only 
duty wou1d be t o the cour t. 

Yeah And then if any contributi ons you wanted to 
make . t hose are just in t he general l i ne of publ ic 
eervice. 

Contributions ot what kind' 

Oh, pol1 t1ca1. 

\'fell , I -- I vouldn' t ltnOV anything abou t t hat . 

I know you wouldn' t. 
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Rl~Jr: 

!~ : 

!!J.!Jr: 

Jl : 

l!l!Jr: 

H: 

Hl!Jr: 

!fl:Jr: 

~: 

Hl(Jr: 

- 7 -

No, I - - I've never done that 
bueineee I'm not mixed up in. • That• a the kind or 

I know it, and you ' ve •. • ••• 

No, I wouldn ' t know an•thin~ I • c -- •ve never ever 
even . .. .. . 

Well , that's small potntoee. 

Well , I haven ' t even ever gotten into a thing 11ll:e 
that. 

Yeah. \fell, ths.nke a lot, 

0 . lt., Bill. 

You'd rather have soaebody else, but if t hey ' re 
going to ap?Q1nt three • • • • ••• 

Well , I -- I tell you, Bill, it's a very oooplica­
ted eituation. 

Yeah. 

And I've said the S.E.O. and rather than get mixed 
up in the personalitiea , beoauoe a lot of people -­
the Treaeury is going to stick to recommending the 
Board and that's, as tar as we're concerned, we 
reel is an out tor us. 

I see. 

And there are so many personalities and'so much 
typical Yaeh1ngton going on that I feel that that's 
the only oouree I could pursue and it's safe from 
our standpoint because we know we get our aoney. 

361 

Yell , the laet thing in the world I wanted from you, 
ot course, was anY push. I wanted -- I wanted to get , 
u :rour friend , your judgment on wether it would --
1t might be • •• • •• 

\fell, the only reaeon I've been able to last as long 
as I have, I've always dealt allay cards taoe up. 
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m:Jr: 

" : 
H\'Jr: 
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And 1 1m telling you we recommended thie two weeka 
ago and on account ot all the backWash we •r e going 
to etiok and recommend S.E.O. 

Yeah, You think that their regulations wouldn' t 
be too d1tt 1oult? 

Oh, that I don 1 t -- no, I know very little about 
that . 

Thank you, Henry. 

Good luck. 

Goodbye. 
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':lo . H. 

hbl'llary 6, 1~ 
11:36 a. m. 

V.oRe:lftlld• Oood morning, air. 

m.:.rr: What the hell do you want now1 

HeR: (Laughs) How did you know I wanted somet hing. 

Hl·'Jr: 

MoR: 

H!J.Jr: 

}!oR: 

HHJr: 

!!oR: 

HJ.!Jr: 

HeR: 

lr'Jr: 

J.!oR: 

I!MJr: 

How are yout 

Pretty good, thank you. 

Yeah. 

Did you have a coatortable weekend? 

Yee, very interesting. 

I have s omething that the President bas put up to me 
that involves the handling ot thU ooloredquult1on, 
and eo~etime it you have ten minutes to spare I'd 
like to have your advice on 1t, eir. 

Oh-oh. 

(Laughs) 

\fell now I tell you, •lao, them' 8 -- these are busy 
daye. 

·. 
Yeah, I know it. 

If you oould get to the houes at 1!: 15 tomorrow morn-
ing ..... .. 

I ' ll be there • 

•••••• and don' t do What Sullivan did this morning. 
He didn't .ehow up and hie exouee wae not hie nother-
1n-law, but he ran out ot gaeol1ne. 

MeR: 011-oh. (Laughe) You know, Johnny ie quite a boy. 

HMJr: 

~oR: 

Bo put in a little gae tonight and be there tomorrow 
1110rn1ng at 1!:15. 

Yee. You knOW the laet time I o~e up there you 
didn • t ha't'e to wa1 t for me • 
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m:Jr: 

JlcR: 

J-!!.!Jr: 

!<oR: 

J-!!.'Jr: 

!!cR: 

!f'!Jr: 

}!cR: 

~~Jr: 

- 2 -

What color 1B tb1e color cueet1on' 

(Laughs) Well , 1t• e • • • • •• 

All right . 

••... • dark brown. 

0 . K. All right. 

Thank you. 

When you a ek me for hel~ 1t 1 e a b1~ day for me. 

Well , I need your hel~. 

0. K. 

' loR: R1p;ht. Goodbye. 
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P'ebruary 6, 194<> 
5:07 p • ., . 

365 

l!l·~Jr : Captain, Vill you pleaae eXJ)lain to me llby mv plane 

number 18 1an•t go1ng to be ready t he middle ' or 

P'ebruary t he way everybody has been tell1ng Y.r. 

Gaston and me' 

On'lt . 
Chalker: Why t he &never. on thnt , air , 1s th1e: Ever ything vaa 

taken oare ot i nsofar ae t he Ooaet Guard was concerned 

wi th the -- Vith the Navy, g1v1ng them that one small 

change in there v1 th i nterior arrangement , and uo to 

about day before yesterday our understanding vas- thAt 

the ~lane vould be delivered on the 13t h or February. 

Then I had your inquiry vhioh came dovn here from -­

which vas telegra~ed in, end I in~ed1etely called up 

Co~ender Ri chardaon over in t he Navy Deper~ent t o 

check up on 1t , and he told me t hat the 13th vaa the 

date. Well, I had seen the letter !rom Burke vhlch 

made me think differ ently and I asked him to check uo 

and he looked through the last progress repor t wh i ch 

they had and he said i t vaa the 13th but 1n order to 

make certain he would aend a telegren out to their 

1nsoector 1n Sante Y.onice and v?uld let 'lle know the 

answer today. 

!ll.'Jr: 

C: 

He ca1led up • •.... 

\Tell I know all that . 'l'he answer is you haven't 

followed thia thin~ through; you 've let soaebody pull 

tho wool over your eyea, and I 1 o not gol n$ t o ge t tho 

plane 1n sixty days. That ' n the en ewer. And her e I 

eo sitting here , Secretary or the Treasury, and Coaet 

Guard with an aviation eeotion and can't even get a 

plane through. I - - I -- to me, I t hought that I had 

Coast Guard t 1Xed ao that they could <so through and t 

carry a message to Garchia. Instead of that you s1 

t here 1n your offi ce; you take so~ebodY else'• word; 

and I don 't get the ~lane . And the Prea1den t or the 

United States signed this order last June , and eYer 

since that Coast Guard baa not t ollovsd t hle thin~ 

through· they've taken t he Navy's vord- but the avy 

has got' a lot or thi ngs to att end to , and you people 

hAven't . 
1 ~·r Secretary, ve - - the 

Tho - - the only thing e, • i• all the purobaee 

Navy u the one vho 18 handl ng 

on that and • •..•• 
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!'!MJr: 
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F.l~Jr: 

C: 

H!~Jr: 

C: 

HHJr: 

C: 

0: 

HJ.!Jr: 

C: 

HJ.!Jr: 
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I know, 

•••• •• we have to work through them. 

And you sit there with two men in the plant and you 
oan•t even get a l ittle order through. I t somebody 
asked •• • •.• 

Well they ... : .. 

•••••• l'.r . Gaston you could get th1e thing through in 
a day. 

366 

The·-- the two men that are out there in the plant we 
sent out th1nJUng that the -- that the plane would be 
ready. '!'hey were sent out there to ma.ke the installa­
tions and we asked them when they got out there to 
let us know what va s - - what the tacte were, and we 
got a let ter t hrough Burke. He was over here at the 
time and I d1eouesed it with him, sending the men out 
and asked t hem to let us know as soon as they got out 
there What the conditions were. 

Captain, the tact remains I won't get the plane tor 
at least t wo months atter I have been promised it by 
Coast Guard and nobody i n Coaat Ouerd told e1 ther 
Mr. Gaston or me t hat there wa s any delay in -- in 
the Navy Department. 

Well , we didn't know ot that ourselves, s1r, and they 
-- they d1dn ' t .•• • .. 

Well you could tind it out. I can t 1nd it out in-­
in rive ~inutee trom tbe reoresentative ot Lochheed. 
All I've got to do "1s to ask him and he says he ' • 
e1tting here waiting. 

Well, we • . ...• 

You know I haven't been around the treasury tor 
years - - don ' t try to give me a lot ot allbie. 
mean, it ' s no use. 

Well I ' m not trying t o alibi, Mr. 8eoretary. 

e1X 
I 

Well the tact ie, I ' m 81tt1ng here and I ' m f01;:!t to 
ai t here tor another c~~l~~t t=~~~e! :!~.I j:et ad 
go1Dg to set a plall~t' done .-.... bing aboUt 1 t. And 
there and 7011 haven UJ • 
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C: 

C: 

!IHJr: 

C: 

HMJr: 

C: 

HI'Jr: 

C: 

!IJ.!Jr: 

C: 

llJ<Jr: 

C: 

Hl~Jr: 

- 3 -

you've got two Men out there in the plant and I'd 
llke to know '111lat they• re doing. 
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The two men that are out there in the "Olant are two 
enlisted men ordered to report to the inspector and 
they are there tor t he purpoee or ine1eting -- aeeiet­
ing in the installation or the r adio. 

Well , haven't you got -- haen•t Coaet Guard got an 
inspeotor out theret 

No, e1r. Thllt -- that's handl ed entirely by the 
NaYy. 

But what about this little order or change? 

That little order or ohange we aent through on 
November the 4th. 

And :vou•ve been sitting t here in your desk and-­
einoe November 4th and here it ie the 6th or 
February and you haven't said a word. 

The -- the onlv information on 1 t we get we haft 
to handle through the Navy Department. 

All right. All right. Well , forget 1t. I doa't 
work that wa:v, I'm sorry. 

Well, I'm sorry • •••• 

It I -- It I had -- 1t I gue that k1nd or aei'WIM 
to the President or the United States, I wouldD't 
be Seoretary -or t he freaeur:v one daJ. 

It we had the authoritJ, air, to go nhead and -­
and handle the thing direot, JOU would have had 
your plane by now. 

t nlentw or authority to a•k Admiral 
You•ve go "talk t'o Mr. Gaeton and tell hia that 
Waesohe to ti 
you're not going to get the plane on ms. 

Well, I -- I told the -- I talked to the Com~andant 
on the -- on that ~~&tter. 

Vhent 
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C: 

UJ.•Jr: 

C: 

Jr!Jr: 

C: 

Yesterday, I think it vae, When I round out •• •.• • 

eure, When I -- when I atirred thie thing up. 
I'M Yery muob diepleaeed and I'd liKe to discontinue 
tbie oonvereation. 

Very well, eir. 

Oood night, 

Oood night, e1r, 
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TREASURY DEPARTMENT 
369 

INTD OFPICII COMMUNICATION 

OAT• Pebr. 6 , 191;() 

TO 

All 1DOl'e&le Of 22,000 1D t;he •llllber Of J)ll'IOU ellp10714 
b7 the• 11 report;e4 b7 the York• Pl'oJeot;• ~D1etrat1~ tro• 
2 , 222 ,000 4W'1JIS the week eDded J&Dli&J'7 17 , 1940 to 2, ,000 
dlll'1Dg the week e lided .Juur7 ~. 1~. 

Attao~ente 
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Veelt En41JII 
1939-~ 

)(&)' 3 
Mar 10 
Ma)' 17 
Mar 24 
)(&)' 31 

June 7
1 
.. 

June .. 
June 21 
June 2S 

Jul)' 5 
Jul)' 12 
Ju1)' 19 
Ju1)' 26 

August 2 
Auguet 9

16 August 
August 23 
August 30 

September 6 
Bepte•ber 13 
Beptuber 20 
Se~te11ber 27 

October ~ 
October 11 
Oct ober lS 
Ootober 25 

llo•e•b•r 1 
Non11ber 8 
Non•b•r 15 
No•e•ber 22 
Non•ber 29 

Deoeaber 6 
Deoeaber 13 
December 20 
Deoeaber 27 

Januur 
1
3

0 Januur 
J &JIII&J")' 17 
J&DII&J")' ~ 

:no 

lfuaber ot Vorltere 
(In tbouNIIde) 

2,736 
2,66o 
2,623 
2,~ 
2,600 

2,593 
2,590 
2,57S 
2,551 

2,388 
2,290 
2,250 
2,200 

2, 082 
2,054 
1,977 
1,897 
1,842 

1 ,662 
1,696 
1,735 
1,790 

1,S,. 
1,S75 
1,S9S 
1,901 

1,901 
1 ,929 
1,961 
1,9S7 
2,024 

2,075 
2,~ 2,1 
2,152 

2,160 
2,149 
2,222 
2,lAA 
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1937 
J&nii&J')' 
rabruar)' 
Maroh 
ipril 
May 
June 
July 
iuguet 
Septe11ber 
October 
lfo·n•ber 
Deoe•ber 

1938 
Janu&r)' 
Febru&r)' 
Maroh 
April 
May 
June 
July 
Auguet 
Septe•ber 
October 
liOYellber 
Deoe•ber 

1939 
J &nu&r)' 
Febru&r)' 
Maroh 
April 
M&7 
June 
July 
Auguet 
Septeaber 
Ootober 
NoYeaber 
Deoeaber 

Bouroe; Worke ProJeote Ada1n1etrat1on. 

Iuber of Vorltere 
(In thoueande) 

2,134 
2,1~ 
2,115 
2,070 
1,999 
1,821 
1,569 
l,~o 
1,~1 
1,11-76 
1 ,520 
1 ,629 

1,901 
2,075 
2,395 
2,582 
2,i'i7S 
2,767 
3.053 
3,153 
3,219 
3,J46 
J,Jl9 
3.094 
2,986 
J,Ol!.J 
2,980 
2,751 
2,600 
2,551 
2,200 
1,842 
1,790 
1,901 
2,024 
2,152 

Monthl)' figure• are weeklY f1gur•• for the 1ateet 
week of the 110nth. 

fher 1no1u4e oert1f1e4 aD4 nonaert1f1e4 worker•. 
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Personal meaaaae trom the Chancellor 

ot the Exchequer to the Secretary ot 

the Treasury. 

I should like to add a personal word t o 

373 

the message about our dollar position which you will 

by now have received. The responsibility which rests 

primarily ori me, ot seeing that our gold and dollar 

resources are husbanded in such a way that we can it 

nacessary face a long war, is a very grave one , and 

I particularly welcome the help and advice which you 

give to M. Paul Reynaud and myself. I know that, 

in order to aive us your help , you need from us the 

f ullest information which we can give you, and 70U 

may be .ure that at all times 1t is my wish to lteep · · 

you vary tully informed. Whatever i nformation 7ou 

desire will be gladly sup;)l1ed, but I know that Yo\i!"'l 

will understand that t he uncertainties ot war asks 

it impossib\a ror me to have at this time anything 

like a final •icture or what our dollar requirements 

are likely to be, or any cut and dried plan or how 

they can best be covered. Aa regards our holdings 

ot United States securities , of which you have full 

particulars, ~ desire would be to realise steadil7, 

w1 thout t orcing the paca to an extl!nt which would 

result in a eerioua break in prices. 

Regraded Uclassified



l u 

February 6, 1940 

~ dear llr. S.eretar71 

I wiab. to thank 70u tor 70ur letter ot .ruu•PT N, 

19.0, resar41Da tb.e work ot tb.e 'freUUP7 Depart.ent 

in connection with trade asre ... nte. 

I haft brousht ,.our letter to tb.e attention ot 

tb.e D1•r1a1on ot 'l'ra~ A&N-nta, and I wiah to unre 

70u that tho .. peraona 1n thh Departaent who are con­

cerned with tb.e trade-asre•enta work will do •nPT­

thing poaa1ble to tac111tat e the work ot the 'l'reaaur,. 

Departaent 1n thh oonneot1on. 

The 

8lnoerel7 7oura, 

l 
Bonorablal 

He11.r7 11o pn~ 
• 
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TREASURY DEPARTM ENT 

WASHINGTON 

!'eb%'UU7 6, 1940. 

Re : Reduction of Force, Procurement Division, 'llaahil!ll!on, D. c. 

It nil be necessary t o d1Saiee, or at l east furloUS)I, a larg. 
nu::l>er of pereone employed ill the Pro~l}t D1Tia1on ill lla.shl.ngton, 
D. c., betnen now and l"11118 30, 

These are persona compensated from tho emergency-relief appropria­
tion, but employed upon functions not related to emergency relief . 

We bave been put on notice that the 8!!18rgency-reli ef appropriation 
act for 19' 1 wW contain t he followtng proviso: 

WNo employees shall be paid tro: relief funds 
who are engeged in work of the Treasury Dopart­
msnt not incident to relief.• 

The number of employees of the Procurement Divi s ion in Washil!ll!on 

1a as follows: 

l!lllployeea eaopensatad frao regular fun4a. • . 6M 
!laployees eo:>pensated fna tcergeney-

relie·t t\m48 ......... . ......... . ........ • __.!!!. 

Tota.l • • • ••• . ••••••••••••• ••• •• • •• l 5 3-66 

The distribution of tho aboTa personnel as bstwaen regular work 
and OJ:lergency wor k is approximately u follows: 

l!lllployeea assiped to regular work ..• •.••• 1 , 126 
!laployeea aaetgned t o ... rsency-relief 

wrort ••••••••• • • . •• • • • • · · • · • • • • • • • • • •• • • ·~ 
Total ••.• •••••••••• •• • •••• •• •• ••• l ,346 

This shows an exceea of emergency-relief employees, beyond the 

no~ of t he emergency-relief progrea, aa follows: 

Total nllllbar of ea ergencJ-rel.ief e:oploJ-e... . . . . . . . . . . . . . . . 71.2 . . . . .. . . . . . . . . . . . . . . . . . t 
"rotal llllllber asaigned to emergencJ-reU• 220 wort ••••••• • • •• •• ••••••••.•• . •• • •• •• •. •• ______ 

Exceaa, asaigne4 t o regular 110rk.~ 
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II-'• tor t he S.cretllr)"--2 , 
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The 19U 'l'l'ea8Ur7 appropriaUon blll aa ~aaMd by th.e liouae ..u.a 

prorteion t or an in<>rea .. ot 100 i .n the ~r <>t regular pooi t i ona. 

Pre>vision t or a turt her increaae ot 112 posit ions '"'" atN.ol< troe the 

bill by t he liou .. , but 111&.1" be rutorec! wholly, or 1n Jart, by the 

senate . It is beliend that authority can be secured t o t ransfer quali­

fied employees DO" CO!lpeuated fl'O:l emergency- rel ief tunds to whatenor 

n=ber o r add1 tional regular poai tiona 11&.1" finally be i ncluded 1n t he 

bill--between 100 and 212, aa here s tated. 

The number of emergency employees to be dismissed or turlougbed 

will therefore be •92 , l e u whatenor nucber of addi t1onal regular poa1-

t1ons I:I&Y f i nally be proyided 1n t he Treasury blll tor 1941. Tho llUIIlber 

to be released will be at moat 392, and at least 280, 

These figures take no a ccount or possi ble reduct ions or tore• ~ioh 

cay be neceaai tat ed by a reduction in relief expend! turea. Should the 

Gonrm:>ent •s relief program t or 1941 be reduced below the l 9•o l eTIIl, 

tho number or employees to be released will be larger than heN allown. 

Ths Procurement Dirlaion will have to be reorganized, ita policy 

changed , and ita work out do·.m, to ~:~~at t.hia reduoUon or torca. In DIY 

opinion, thia cc readlly be done , and wi thout diminishing the ..,.1,.. or 

t he Di'rieion to tho Gonl'DIII8nt. In t act, I belien that auch a reor­

gan1zat1on and ohange 1n policy should 1n any caae be nade, to open the 

• ar tor the Di'ri a ion to function as was originally i ntended, aa a 

centr alized agency t o owraee t he purchasing operations ot t he GoYern­

ment as a whole. 

The Procurement Di rteion baa nner had aore than a small appropria­

tion to support its pel:'l:iaD8nt and regular tunot1ona. With its limi ted 

l'unds , it would bave been wise to concentrate upo:o tbt erlenaion and ia­

provement or the t erm-contract a:yata• which hat long been in YOgue tor 

tho proeurcent or auppliu and .aquip~~~~nt in COIIliiOn uae bJ all Oo.,.rn­

lll&nt branches , and t o 11\al<e ract-tind ing studies and ournye calculated 

to lay a toundst1.on tor econoa1cal buyi ng. The lllietake was made, -

.,..or, ot aaauming that it was in~ended t or the Procur«:ent D1ns1on to 

became itsel f t he exclusi n purchasing agency tor all t he permaoont 

branches of the Oonrnment , and or beginning opere tiona upon this aa.,.p­

tion not>ti the tanding t hat DO regular appropria\iona were anilabl o to 

oupport the:~. It was ot course posaiblo t o make ouch a beginning b7 

e::oploying the neee s OU)" persollll41 trom """'rgencr tnnda-and thio 1rregu­

h r expedient wao adopted. 

J'inanoing iteelt largely 1n this way, t he Procureoent Di>"ia1on now 

dooa subst antially all the bu:ying , bil and 11 t U e, t or the ftrtoua bu­

reaus or the 'l'reaaury Depe,rUlent 1n t he District or Colulll>1o, t or tho 

fedora]. Security A&ency, and t or t he Federal Wor kt J\SenCJ. It dooa 

nrtuall:y DO bU)"ing tctr other pe1'108Dtnt branches, as wlll be plaiA fr<a 

the tact t bat about 85 per cent or all ita purcheaeo 1n the District ot 
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col111ib1a ue for ~ *- orpalau .. .-t, J'or tiM otller ,._ ... 

brancb .. , praotloall7 •P"'..,•c. 1u ~· paN!IulJic •em• u 1a ~ 
1D& tuel u4 1a ...... 1114etla1te-qau\1t7 -u-na for ... a SlUM 

as paolJ.De, •IR-blle \lrM, u4 ottlao llllppl1M ...a eqd~t, ftiall 

ere ot coune aqual.l.:r aftllable to all ~w. 

'!'he bulk of \U clireot bu)'1Jia 4ou 'b)' \U Prooar-t DlTialoa ffl/r 

~ t .. ~at 'bft.Dollaa wb.101l U ~.to .. rw. u4er tbe prll ' 

polio:r, 1• ill ..U-lot or rawU qu&JlUt1ea. Illllowaber, 19M, 1t .... 

9,602 puroba•••• ualual.a of purobaaaa for 8118r&8Jlo:r~rallaf proJaota aD4 

pure~• to rapl8Jllab warabou .. awou. Ot tb.ia ma~~ar, s,m, or se.l 

per oeAt, ware 1Jl UIOU!Ra of 16 or la .. ; •,920 , or 111.2 par eon, 1a 

8110\IJlt• of tJ,o or lMa; 6,1124, or "·9 par aoat, 1a DOUD.W of teo or laNJ 

7,712 , or ao.s par 081lt, 11l ..,.,.,a of 160 or baa; u4 8 ,<&59, or 88.1 :per 

cent, 1Jl UIOWLU of tlOO or l Ma, lforao.ar, 6,1171, or 68 .11 par eon, of 

the t otal Jl.-.r ot pu:reha••• ..a. ware UIL4ar tam contraow, w11ara ob­

rtoual7 no prlao a4ft&te.p 000114 aoarue "' tba oo~ ~para.w 'b)' 

u•UI& t be Prooar Ml!lt ])1~a1oD. to do \U baJ111&. 

It 1a propoaad ~atal:r to II&D \U follow1D& o~a 1a tba 

pol1c:r u d procr- ot tbe Pro0ar-nt D1T18lOD. eo tar u applloable to 

the truppl:r ra~t• ot tba racnJ,ar br&D.Oilaa of the Oon~D.t u 

d1st1DOt tna -rseno:r-rallef a&QOlea: 

1. The Dl~alon mll hereafter, exoapt aa aq be 

apec1tloall:r requested, a1<e D.O purcllu,aa UJlder tara or 

la4etllli te-qii&Jlti t:r OOD.tl'BOU, but w1ll allow tb.ia to 
be doD.& b;r the Mftl'&l. 4apartMAta u4 utabll~ta 

tor th-•b... n will t..a.latal:r gin baGII: tb.ia 
olua of bu;riD.S to the as-nola• which lt now .. rna 
(chletl:r 'rl'BUV7, J'a4al'&l. aaovur ...,..,, u4 J'edaral 

lol'lal APBG7) • 

2. !!be D1~alon wUl beraatWr, uoapt u ~ be 

apac1.tloall7 requested, II&D D.O puroba .. • of aD.1 Ollal'­

acter 1a -•• ot tJ,oo or 1 .... but nll allow pur­
ob&He wUh1Jl tb.1a Ualt to be u4a b7 tba -ral da­

paraeata u4 eatebli..,_U tor th-lna. It will 

~daly gi.a baGII: tb.ia ola .. of bu;r1IIC to tbe 

aaenolaa whlOil U - Nrna. 

s. tM D1~•1• w1ll a1<e .., pore-• of hl&bl;r 

apaolal1M4 •ppll•, •tarlala aD4 .qU~a\-tbet la, 

arUol .. reqUr.a. 'b)' partloalar Nrrtoa• tor taOilaioal 

purpo... but will l•n auOil puroba .. • to be ll&da bJ( 
' --~ ·-~" aiiMDW t or ~lft•• A 

tba ~p.raeata ..... ••--.. ___ t dtattaatlft 

11004 1UuV&t1• ot tb.ia 1a tba ...-.--_:.,. ot .. n-
papar tor oua _.,. -raotve4 '117 & 

lac aD.4 Pria'UC•) 
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The ett"' of thia clw>p in policy will be to take the Pro~nt 
D! •1a1on out of t-. t1el4 of bunna in HtaU qwt.llt1 uee, &lld lean 1t 
to tunot1on only Wltla r esp.ot to relatinly le.rp-aoela buatn.... con­
e1der1ng tboaa )lllftllouea v:ll1ch aN -de by the regular establ1ollilenta 
ot the Oonl'llllant, ~· cbeDge Will out down the nuaber of tre.nae.at1ona 
undertaken b7 9!1 per oant , Conaidering all purc,hu .. - thoae made tor 
emersenor-reliet proJaata and tor warehouse purposes as well 88 tboae 
made tor the regular a atabliabment a , it will out down the number of 
tranaact iona undertabD b7 78 per cent. TheN will be no l ee•D.ln& ot 
t ho ..alue of the eerrloa relldered t o the Oonn.ont aa a wbole. 

A reduction of t heae proportiona in 1 ta 100rk load will make it pos­
sible t or the Procurement Dirtaion to reduce ita personnel to contona to 
t he appropriat1ona ll&de and to el11111late the eaersencr-re11et peraoDIIAil 
a.cr;r tcproparl)' employed upon pel'IDilDAint functions. 

H ia proposed , 1n a ccordance w1 th )'Our 1natruct1ona, to attempt 
sradually t o extelld the aoapa ot Proeur-nt Dl rtai an opera tiona to 
co• or tboae braneb.ea ot the aerrlce l'lllioh now do their own bll71n8, this 
extended seniae to be :ttnanaed out of tunda to be secured b7 t ransfer 
trCIIII the opera tins deparaeaa and bureaus . OUr present plan is :tor 
t he Procurement Di rlaion to take onr tb.e bu)'ins oparationa :tor the non­
m1litnry branab.ea 1n the Diatr1.at o:t ColU&bia by J'\lly 1, next, assuming 
t hat wa •rill be able to complete arransen:enta :tor the transfer of tb.e 
neceaanry tunda. I n doins tb1a , we propose t o adhere to t he tb.ree re­
strictions abo•• outlined. 

-/.= 
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TO 

TREASURY DEPARTMENT 

INTEIII O FF1C& CONNUNICATlON 

Seoretar~~nthau 

Mr. HA~-

380 
COt."FIDEHTIAL 

DATKFebruary 6, 194o 

Subject: Developmenta 1n the High-Grade Securities Markets 

SUl·!MARX 

(1) The priou or Un1 ted States Government securities nuc­
tuated within a narrow range last week. The average 
yield on lon6-term Treasury bonds waa 2. 32 percent on 
Y~nday , a decrease of one basis point trom t he previous 
1t.onday. 

The maturity on January 31 or t he l as t or three enlarged 
Treasury bill ieeues or $150 millions each baa reduced 
the supply or Treasury bills outstanding to the level 
ot last October. Practically th e entire decrease in 
volume ooourred in the portfolios or holders other than 
~<eekly reporting member banks ( Ohart I) . 

(2) The average yield on high-grade corporate bonds vas 
2. Bl percent on February 5, the same aa on January 29. 
Munio1pa1 bond prices tell i n t he week ended February 3 
(Ohart II) . The volume or new bond otterings declined 
again last week. 

(3) Exoeu r eaervee or aember banks declined by $30 millions 
in t he week ended January 31 troa t heir all-tia~e high or 
$5,590 m1lllona aade the previous week .• 

( ~ ) 

S1noe t he end or 1932 total renervea or mea~ber banks 
have increased by $9.~ billions, and exoess reserves 
have increased by $5. 0 billions. About 92 percent or 
the increase in tunds available tor bank reserves during 
the period is accounted tor by the growth or monetary 
gold etook (Chart III). 

A rise in the pri ce or British 2-l/2 percent console and 
s de'oline i n the price of Frenoh 3 percent rentea since 
the first or the year has brought t hese eeour1t1es bnok 
to the level ot July 1936. During t he intervening period 
conaola and rentea tollowed divergent oouraes (Chart IV). 
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I. United St&tee GoYernaent S.auriti!! 

United Statee GoYernaent eeouritiee fluctuated Within a 
narrow ra~ge during the week ended Mon4&1, Februaey 5· At 
yesterd&)' e oloee the ayerage ;r1eld on long-tel'll Treaauey bonde 
~as 2.32 percent ae compared with 2.33 percent a week earlier. 

The prioe deo~ine which commenced Januarr 2~ reached a low 
on Tuesday, January 30· The relative moY8lllente from Januar:r 2~ 
to Janueey 30, and from Januar:r 31 to February 5, are shown b7 
caturity claeaes in the following table: 

Notes 
--rt'o 3 yt\ll.re 

3 to 5 rears 

Bonde 

• 

'"\!'Mer 5 years to call 
5 to 15 years t o call . • 
15 rears an.d over to call 

AYerage price change 

Januerr 2~ - Januaey 31 
Januaey 30 February 5 

(In th1rty-aeconde) 

1 
~ 

~ 
- 1~ 
- 16 

l 
+ 5 

+ 1 
+ 6 
+ 7 

The last of the three enlarged 1eauee of Treasury billa, 
amounting to $150 all.li ons each, IIIB.tured on January 31. The 

.supply of bUh outstanding hae thus been brought back to the 
level of laet October, before the three weekly otfer1nge ot 
$150 millione were aade. lleeltly reporting aember banks held, 
at the oloee ot bueinees January 31, alaoet the nasa amount 
or Treasury bille as they 414 three weeke earlier before the 
run-ott of the extra $150 a1llione (Chart I). I t app~are, 
therefore that practically all of the net deoreaee tor the 
three weeke ooourred 1n the porttolioe of holder• other than 
banks. (Banke, other than weekly reporting aember banke, are 
not ~ortant holdere of Tre&.urT bille. ) 
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II. Other Do.eet1o Beouriu .. llarltete 

Corporate bonde declined in price on Yedneeday and !hurt­
daY of last week, but reoonred on rriday. !he anrage yield on high-grade corporate•; which moYee inYereely to prioee wae 2.g1 peroent on Xonda7, ebr11417 5, the eaae ae on JanuarT 29. 

](urdoipal bond priou last week continued their deollne 
trom the all-t1ae high reaohed in the week ended J&n\1&1'7 6. 
The Dow-Jonee aYer&ge yield on twenty 20-year bonds inoreaeed 
seven basie pointe to 2.6~ percent in the week ended saturday, February 3 ( Ohart II). · 

The Yolume ot new bonde publicly ottered in the New York market declined laet week tor the third ooneeoutiYe week. The total tor the week wae only $5 millions, all ot whi oh wae in the municipal field. A eubetantial increase in new issues ie re­ported to be in prospect tor the current week, however. Tempo­r ary financing laet week included $3 million• ot City ot Boeton 
0. 22 percent notee due lfoyember ~. 194o. 

A eynd1oate headed by John HUnan and Co. purchased laet veslt trom the RFO $5 a1llions ot State ot M1as1aa1ppi 3-1/2 pel'­
cent bonds maturing aerially from 1950 to 19~, and reottered them at prices to yield trom 2.6o percent to 3. 00 percent. 

R. H. Xaoy and Comp&DT, Ino. and L. Bamberger and Company 
sold privately to The Prudential Insurance Collll)a~ $5 m1111ona ot their Joint and seYeral 2-1~ percent notee saturing in equal 
annual instalments trom 19~3 through 1950. The proceeds were 
used to redeem outstanding notes. 

III. Excess Reserves 

Exoeea reserYes ot aeaber benlte declined by $30 lll1111one during the week ended last Vedneed&y. On the prni ous Vedneeday (January 2~) they had reaohed an all-tillle high ot $5,590 ail­
lions. Th18 1 all-t1me high exceeded the previous high mark .. t 
on October 31 1939 by onl1 $37 a1111one. During the inter­
Vening period' exoe~• reeervea first tell and then rose by nearly thre...Q.uartere ot a billion dollars, due in large part to 
eeasonal taotore. 

The pre .. nt quantity ot exoeea reserves hae been 11\Ult up 
almost imtirely within the last aeYen years, and i~J• 1n~:::t-
1ng t o ex&alne the taotore Yhloh han beentbrB8P~!t t~a Deo­t aotors are ebovn 1n ~t IIJl ooYering e P• 
ber 31, 1932 through &DU&l"J' , 1940· 

• 
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raotora ot 8uppl1: 
Monet&rl gold atook 
Tre&ll\ll'l ourren01 1!1 
rederal Jle881'Y8 holding& fill 0oftrDMnt8 
Other Federal beam OreM" 

Total inoreaae in taot~ ot aupplf 

raotor• ot Deaand: 
KOne1 in oiroulation 
Tre&IIU'l gold 
Other !re&Wl'l ouh 
.Ul other 

Total inoreaee 1n taotor• of,-e-.nd 

Reeerve1: 
Required rBIBI'ftl 
b0111 1'81erft8 

Total inorea•• in •llber bank 

Bllliona 
ot dou..ra 

~ 13.7 
• .a 
+ .6 

.3 
• 14.8 

.. 2.0 
• 2. 0 
• .6 
• .6 

+ 5.2 

+ ~.6 
... 5.0 

I + 9.6 

About 92 peroent ot the inorea•• 11noe the end ot 1932 
1n the npplf ot ~ available tor bank re1arYa1 hal been 
brought a'bcNt b7 u.. inore&M 1n .onetarl gold 1toolt -
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aJDOunting to $13.7 bUl1one during tbia period, Ot th1e, 
only $2. 8 billions was accounted tor by the revaluation 
under the Gold Reaerve ~ot ot 193~ ot the then ex1ating 
gold etook, while the remainder repreeente an increase in 
the ph)'eioal quantity of gold, reeulting p~inoipally from 
gold importe, although euob i mporte have , of course, been 
taken into the monetary stock at the enhanced price. 

About 35 percent ot the total increase in •taotore ot 
supply" during the period covered was utili~ed tor purpose• 
other than bank reserves . The moat important of such other 
purpoeee were inoreaeee i n money in circulati on and in 
•Treasury gold0 -- accounting between them tor about $4.0 
b1111one. * This ie shown by the lower area on the right­
hand side of the chart. 
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As a result of the much greater increase in • tactors ot 
supply" than i n •tactors ot demand•, total member bank re­
serves increased by $9. 6 billions during the per iod. 

Member bank deposits subject to reserve have increased 
by about $17 billions since the end of 1932. The proportion 
of member bank deposi ts legally reguired to be held as re­
serve has been inoreased by about 70 percent. As a combined 
result of these two influences, required reserves have in­
creased by $~.6 billions during the period. The remainder 
of the increase in total reserves -- $5. 0 billions -- has 
gone to build up excess reserves to their present record 
level. 

IV. Wovements of British and French Government 
securities Since July 19315 

Briti sh 2-1/2 percent conaols experienced only al i ght 
variation during the week Just ended, closi ng on Monday, 
February 5, at 73-3/~, the same price as a week earli er. 
?rench 3 percent perpetual rentes closed yesterday at 73.90 
as compared with 7~.25 the previous lolonday. 

Since the f irst of the year, British consols have risen 
5-1/2 pointe in price and French rentea have fallen 2.35 
points. As a result of these movements, each is now stand­
i ng at almost exactly the same level as it did in the summer 
ot 193g Just before the Munich orieie. Thie is shown in the 
following table: 

' the Increase in •treasury go!d1 1e accounted tor princi­
pally by the aegregation i n t he Stabilization Fund of $1.8 
billions ot gold. 'I!IJ.e mob of the profit :rising fro: the 
revaluation ot the dollar has t hereby been eter1liud and 
so prevented from increasing bank reaervee. 

... 
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Prices Yields 
July 1 
193S r e\ 5 19 0 

J'uiy ! 
193S 

!i'el5.~ 
194o 

2-1/2 percent console 74-5/S 73-3/4 3-35 3. 39 
3 percent rentes 74.95 73.90 4.00 4.06 

Console and rentes have pursued very divergent paths, 
however, duri nb the intervening period (Chart I V) . 

The trend of consol prices was steadily downward from 
~he sum.uer Of 193S until the outbr eak ot war in September 
1939, interrupted only by two shArp breaks and recoveries at 
the t imes of the L!unich crisis in september 193S and the 
Ct echoslovak crisis in the spring of 1939. Since t he first 
week in October 1939, a recovery -- concentrated principally 
in two opurta -- has brought console back t o the level ot 
the early summer of 193S. 

Rentes, on t he o t her hand, rosa sharply from the summer 
of 193S to the end of that year. Their break a t the t i me of 
the :.unich crisis was aouwhat smaller than that exoer1enced 
by console. At the end of 193S and again about the- time of 
: he C1.echoalovak cri s i s i n the spring of 1939. the yield on 
rentes was actually below that on console. 

The decline in the orice of r entea troc ~rch to early 
A~~~st 1939 was somewhat greater than that of console. 
~entea also suffered a great er decline than console at the 
outbrea.k of war, but it must be remembered that minimum 
prices were in effect on the London St ock Exchange while no 
such control is known t o have existed on the Perla Bourse . 

The recovery of rentes last autumn lagged almost a month 
behind t ha t of oonaola, but by the end of the year rentea 
had risen further from their lows t han console and stood muoh 
better relative to their July 193S position, Their divergent 
movements s1noe t he f irst of this year have restored them al­
most exactly to their relat ive posit1on 1n July 193g, 

At tachments 
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GROUP MEETING Februar7 6 , 1940. 
9:30 a.m. 

Present: J.tr . Bell 
Gaston 
Cochran 
Graves 
Harris 
Thompson 
Cotton / 
Su1l1van' 
Haas 

ll.li. Jr: 

Graves 1 

n.M.Jr: 

Graves: 

Eel1 : 

Sell: 

Mr. 
Mr. 
Mr . 
Mr. 
Mr. 
Mr. 
Mr. 
Llr . 
Mr. 
Kr. 
Kr . 
Kra 

lihite 
Schwa.rz 
POle}' 
Klotz 

• 

Harold, when }'OU see me at 10: 00 o'clock on 
Procurement, don't 70u want Collins in? 

Well, i t isn't necessary. There is no objection 
to his coming. 

Doesn't it affect h i e--

It does very vitall}' affect him, but he and I are 
1n complete accord. 

I think we had batten have him here. I would 
like Bell and Thompson here at the same time. 

Bell, I have got this meJDOrandum from the 
President. I . will read it out loud and give 
it to }'OU • 

"I should like to raise the question of the 
desirabillt}' of ta.king fUll advantage of the 1939 
amendment to the Social Security Act to reduce 
the interest cost of the Federal budge t and the 
old age trust f\lnds, both b}' convertins existing 
special three percent issues , two and a hal f per­
cent issues, and by purchasing new issues fo r the 
fUnd 1n connection with refwld1n6 operations." 

VIe went into that , you know. 

Don't bother me , take care of it. 

I am w1.111ng. 
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H.li. Jrs 

Than peon a 

Fole:ys 

U, M.Jrs 

Fol e:y: 

II . U. J r : 

Gaston 1 

Co t tons 

H.!I.Jr: 

White 1 

H. !A , Jr: 

Thompson a 

B,li, Jra 

- 2 -

Well, 11' :you want to talk about 1t, I don ' t 
know much about 1 t . 

NormanT 

I round the money tor the roee garden, 

Oh, now that 1a illlportant. Good. I want two 
roee gardens and When they ea:y, "Well, what 
d1d Jo!orgen thau do When he wae Secretar:y or 
the TreaiiU.l'JT" "Well , he planted those two 
roee gardena . • 
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The rose over there out or ,.our window ( Pole,.• s) 
1e going to be the roae known aa " Bet ter 'l'1llles. • 

Fine. 

As Mr, Thompson reports , I started too late to 
get better t1mea. But Fole:y ie there . 

Wa1t1ng to harvest . 

That will be ver:y nice. I think 1t will be 
ver:y nice and I will wallc b:y here with my grand­
children and I will aa,. , "Sea· what :your grandpa 
did •• 

There will be one mora thing. You will have a 
statue of the budget balancer, Albert Gallatin, 
in tront or the building. 

llbat kind or roses are ,.ou plant1ngt 

Better T1.Dies. 

When will the:y bloaaomt 

Don't t ell me how much 1t cost. 

Not very much. nte whole thing 1s abcut fourteen 
hundred dollar s, labor and mAterials included. 

1t 1 0 that s1d'e that 
Just r -mber, because • o li ~ 
doesn ' t mean that Itcand ·~tha~tr~~~=:yctopth1nk 
r o r ~ des k . I ju.s on 
that that side of the ,.ard 111 h1s. 
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• 
outonr 

H.N.J'rr 

outonr 

Gravest 

H.M.J'rr 

Oravear 

H.N.J'ra 

Ora veer 

B. II .J'rr 

Graveu 

B.II. J'ra 

Bell i 

B.ll.J'rr 

Bellr 

B,III,J'rr 

Bell: 

- 3 -

You oan have 50 peromt. 

I ~ 11ke the Bnsliah, I want t wo- thirda. 

DaDT 'l'hS)' are ooaS.Dg 1n today, When • I 
aee1ng the people - Poley and tha Oomalaa1oner, 

10rl5, I tb1Dk, waa the tiae. 

Ob, Wbat tt.a were JOU ooatng 1nT 

Well, I have not been told any ts-. 

Ch, I a aorrr. When you go out, tell Mc:Xay 
the nrr tlrat appo1nt.mt I -.ke today with 
&nJ"bodY alae will be with you and Coll1na, 

P1ne. 

•roo o'clock. Will you tell Kc!Ayt 

I will. 

And ColUnaT 

Yea, I will. 

What elaeT 

I han the report on the atab111&ation .fUnd. 
Do you nnt to a1gn that DOwT 

Yea. 

'!'hare ia one tor the President and one tor eacb 
Bouse. 

Incidentally, I a expact1118 a call fro- tbe 
Prea1dant and it it co••• , I - ~1ng to han 
to ask everrbod7 to gat out. It •Y DOt ccae. 
I won't accelerate 1t, but 1t 1t does come, 
I will have to aak everrbod7 to leave. I ha•e 
had it in since 9r00 o' clock . 

Anythi.Dg else, DanT 

There 1a to be a round table d1aauaa1ca a t the 
Met ropollt an Club about the 26th of thia -t:b 
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• 

Belli 

B. li.Jra 

Belli 

B. lii.Jra 

Bella 

B.!II.Jra 

- :l(a) -

on OoTei.'IIIHnt debta. 'l'tlla 11 the •con4 cme 
'!l\8 tirat one waa held on railroad aeourit1e; 
and'l'h 1nbanataent 1n railroad aeour1t1ee bJ' banD •r TO &liked me to attend and I would be • 
~o 1ned not to attend, beoau .. it looka aa 
hough it 1111gbt be pol1t1oal 1n aome reapecta 

The7 baTe invited Senator Tart and senator ~ 
Burpee 1B 'tlbat tbe7 oall the 110derator. • 

Wot too good. 

I doll ' t 11ke it Yel"J' well and I bad rather not. 

You bad batter eat at the Treaaur7 and get a 
good meal . 

It ia about a tour hour d1aouee1on and then 
the7 print evel"J'th1ng that 1e aa1d. You bave 
a chance to oorreot 1t, but - -

I can ' t spare you. 

Suite me. 

AnJ'th1ng else! 

You might be 1ntereated to know that we •de an 
an&l711l11 of the five thousand dollar allotment 
in December and of the five thousand dollar eu­
aor1pt1one there were twent7-a1X hundred f 1ft7-
eeTen out or the t1ft7·•1gbt hundred, alllloat 
60 ~rcmt or the wbaor1pt10nl ;orere for r~ve 
tbOGI&Dd dollarl • 

Oood. .t.DJ"thing sleet 

I aboul.d like to haTe about an hour berore 700. 
p •-'7 to olean up •~• •ttera, including the 
.1\ml 15 call. 

UaOO o•olook ThUJ'IIda7• 
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sullivan: 

H. li.Jr : 

Gaston: 

!! ,lol. Jr: 

Gaston: 

H. !.!.Jrs 

Bell: 

H. li.Jr: 

1\1\1 te: 

H, !oi , Jr l 

l'lhites 

H,l!,Jrs 

White: 

H, !I, Jrs 

• 

-. -
the middle of February Will 
representative of Lockheed andy~~Ys~~Ir~r ~ 
get that Lockheed be doesn't get any on t 
eJ181nee? Fi rty-fifty . more 

No pre s<Jure. 

Fifty-fifty. One plane or no engines. 

Tb.e last I beard waa that they were going to 
meet the delivery date, which waa February 20 
but I will ta.lk to them. ' 

Burke has two men out there, you see, watching 
the plane and th.ey write in that they won't 
have it for two or three mon tha , but no plane, 
no eJ181ne. That 18 !air. 

Fair enough. 

0 . K. Juat 11ka dat. 

All right, Dan? 

Yea . 

Harold 'I 

Harry? 

We 'have received a cable (February 1) inro=l.ng 
ua on Februacy 1 the ItaUana are going to put 
into effect tbe exchange adjustments which will 
provide the exporters w1 tb a long Uat or export 
aubsidiea so that we may expect a good deal or 
d1!1'1culty. Vie received the list by mail. 

1\'ha t eoun try 'I 

Italy. lie are rollow1ng that . 

Does that mean I get my Italian red wine cheapert 

Doubtleaa. I think wine 1a probably one or the 
things on tba list. 

Oood • 
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• 
r .u.Jrt 

' \h1te 1 

3. 1o. . J rl 

n .~ . J rt 

R .~.Jr: 

11ihl.tea 

H. !.! . Jra 

'1'.-nl t e 1 

Gas t on a 

B. l!. Jra • 

- s -

But we will have to put a counter duty on lt. 

If 70u do it at the same rate you did on silk, 
I ca n drink a lot of wine. 

All right. We have just receilrod a report 
f rom two different sources - Mr. Harris re­
ceived one and we received one - that oomo 
.alybdenum haa juat been placed on a boat 
goiJIG to Ruasia or just about to be placed 
on it. Now, 1n vi ew or previoua action, I 
thought 70u ought to have a little note on it. 

I think tho thing to do 1a to aak them what 
part or the contract that 1a. I would call 
up the president or Molybdenum and aak him. 

~ho do you want to handle thatt 

Who eat in on that with met 

Uarry am I were both in on that . 

Well , Mr. CoChran could do it . 

Wou l d you do tba t , Cochran? 

Yea. 

I will give b1m the not e. 

Tell him we got t h is and we would like an ex­
planation. 

According to lolr . l!arrls • report, lt ..-as a bout 
to be placed on board and oure aaya it had 
alr-dJ been, but we will check up. 

All right , and be eure 70u are right. 

!!';h1~t~:~·~i!0~4o~e~~t~~~!:~!~: 
dlallald import . I take it that h go S 

I have a report here . 

o. x • 
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l'lhite 1 

B.li.Jr: 

\'lhite I 

Schwarz: 

!I,II,Jr: 

'lbcopeon: 

H. X. Jr: 

'l'h001pe on: 

B, M, Jr: 

Than peons 

Bell : 

H.li.Jr: 

Be ll: 

B. l! , Jr: 

White s 
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Here 1e the l etter to N 
tin (February 6 l . oble on rubber and 

Well , 1e that •he to send thatt 

The f'aota are here and it 1 od 
It 1e going to Noble . I d~'~ ~"!teue~ ton e. 

~~u!!~o:~~ arrangemen te w1 th the J Depa~.,;nt 

I have been a waiting a carbon wh ich t h ey are 
prepared to giTe out. 

Are 70U worried a bout it, Normant 

No , 1 1m not. 

Waan • t that 70ur note on itt 

No. 

I thought there wa a a note on it that you said 
I ehou1cln 1 t a 1gn it. 

Oh, no. 

It came t o me and they aeked 1t' I wanted to a1gn 
it ae Acting Secre teey and I said no , no• that 
the Secretaey wae here be ought to aee it. 

Oh, I get you. 

I thou&bt ae long ae you bad been in on it , you 
would like to aee it. 

That ie all right. What elaet 
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There wee a •et1ng yesterday •orn1n.g and the 
laWJere continued In tbe a rternoon on the f'1nal 
draf't of' the plane f'or t he Inter-AIIer1ean Bank . 
They didn't get throUgh• '!hey have another 
•eting at 10:00 o'clock thie ..orn1ng. l.ir . Berle'a 
110the r auf'f'ere d a paralytic a troke and he bad 
called up t he da1 bef'ore and bad aaked me to 
pro%7 f'or b1m there, but we are not through• 
Ther a re ..,et1ng at 10:00 o' clock. I have a 
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B. li. Jrl 

lh1te 1 

H.li,Jrl 

'li'hite1 

l! , lol . Jrl 

Gaatona 

'f>hitel 

B. li.Jrl 

White1 

• 
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cop:y of the final drart 
The statue ie that 8 aa they are now. 
that tbeee draft the:y clearly understand 
the technical co~~: Mrely the work or 
them and that they i ee cooperating with 
Department. Now I ~o:!~tway commit the 
what you want to' do tr know what stage­
cedure will be tha om now on, '!'he pro-
the Subcommittee t~1;tm:~~n~e.!~c~tad br 
oo to the larger committee. passed 

Let it go . 

o. lt . 

Incidentall.:y • our legal starr hae done an 
eno:rwrue -ount of work oo thia that doeen• t 
llllow. 'l'her m•e worked dare and mornings and 
e•en1nge and it reallr 1e an awt'lll lot of work, 

I know they work, but I never know what tber 
are doing. 

Th1e ie one ot the things they are doing. It 
1e a ver:y good job, I think. 

Tr:y to get them at 11100 o ' clock tonight , the 
war I did last night . 

'l'he:y are all asleep then, a.ren1 t thert 

They are all tired out b7 11100. 

They han a sister a1tt1ng up and nit1ng, ~Y 
big brother," and all that aort of thing and 
I ha•e rt to quiet her down and all tbat aort 
ot etut and abe can ' t go to · bed until they 
coJDe and 1 t 1a terrible. Haven't beard from 
them all eve~. 

: 97 

There ia a letter here to - there 1e a memorandum 
here on the effect of the allied purohaaee. (F.eb. 6) 

Send it out to the bouee, will r out 

'lbere il a m81110r&nd\ID on current economic (Feb. 6) 
de•elo~enta, You had a eked a copr to go 
to Captain Puleatcn. Be bad uked wether 
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B.M. Jra 

'llhite 1 

B.ll. Jra 

lhitet 

B.li.Jra 
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H. li.Jrt 

Bella 

H.V.Jra 

White ! 

H.ll.Jra 

'Illite a 

H.II.Jrt • 
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he oouldn 1 t aead a OOpJ to the War Depal"ttllent 
and the !faYJ Department . 

Better let .. read it tirat. 

You didn't aee thia one ret. 

llo. 

1here 1e a 
(Pebruarr 
&n7bo47· 

letter here to Mra. HooaeYelt 
) and I didn't check tbia with 

Give it to lira. Elot&. 

Theae others can go through routine. 'l'beJ are 
weeklJ reports or one kind or another. 

Baa1lf 

You eaw in l!r. Cochran 1 e report that we were 
getting tive million in gold directly tram 
Rwlaiaf 

It comea 1n tod&J at San Francieco. 

lfo, I d idn't see it. 

I thought we ought to report that when we write 
to Vandenberg. 

sure . 
A letter 1a being prepared thia morning. 

I 'IIOUld like you, B&rrJ, to get together tor 
• a round table and get the nrr beat people, 
irrespective ot price - I don't care mat the 
coat ia - to ait around a week1 two waeka, 
a 110nth, md out ot that I would like - I mean 
people both with braina and reputation, on 
the gold question. 

That ia a very good idea. 

1 would like a round table and I don 
1 t care 

what the tb1J18e ooat& • 
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'llb1 te 1 

u .li.Jr l 

Whi te I 

H.II . Jrl 

White I 

H,II.Jra 

ltb1te1 

H. II . Jr l 

H,II,Jrl 

1Uot111 

H,II,Jrt 

Whitu 

H.II.Jrl 

• White a 
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I don't ~gine it wcnad ooa t an7tb1118• 

I want the ver,. outetandiJI8 people tor and 
againet the whole thing, Whether it laete 
a week or lasts a llOnth, out or a kind or 
round table d1acusa1on. 

Well1 they will exhaust the subject 1n a 
· coup I.e or da7e. 

'l'he:r willt You are opt11d.at1c. Juat ae aoon 
ae ,-ou get a little rest. I Man, 1r ;rou 
ooul.d arrange i t eo that th.,. would coM, 
and I woul.d like :rou to drop neryth1J18 and 
juat concentrate on that. 

I t ake it that i t will be public, or ie thie 
a OM thing that :rou want - -

No. 

I mean the usual round table, because it will 
leak out an,......:r. Suppoains we deci de on the 
date right now and ehoot tor it. 

Start any time attar - I don't lmow what your 
pereonal plana are, but 

Why wcm' t April l be - -

Oh, no, too. far an7. 

llarch 15' 

April 19. 

April 19t 

Februar;r. 

All right, I will ••• about it. 
llllln will n eed a littl e time. 

lloet or these 

Get tbe JDOBt outet&Ddins people aa to in­
telligence and reputation• 

Do 7011 want to go ou tal de th1• eountr,.t 
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H,M, Jrt 

Whiter 

H. li.Jrr 

r.!Ute r 

B. II , Jrt 

Schwarz a 

Vlh1te I 

!'.bite: 

B. M,Jrt 

Cochran a 

tillite a 

• li. M. Jr: 
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It neceaaary. I want the beat J b 
been d e 1n th o that baa 

on • laat tan 7•ara on gold. 

I will 'be glad to prep t I th1nk it l d are or such a meeting. 
i wou be ve17 deairable to go out-

a de the countr :y, becauae aoma or the leading 
men are not here . 

All right . I want it done and I would ea _ 
people have talked on all aidea . Let the! 
eit dOtrn and a ee it there 1a an,.thing the 
can recomnend or auggeat. 7 

I think i t ia excellent, because I am sure 
th.,. wil.l emerge with an endoraement. 

Well , I don ' t know. 

Will we take a transcript with the posaib111t:y 
or ptiblianing it latart 

Oh, ,-es . 
I think we can do a bang-up Job on that. 

I don ' t care 'tlbat alae, Bank or Central America 
and eveeyth1ng, forget about it. 'lhat is 'tlbat 
,.ou are there for and I wou l d like to do it, 
Talk w1 th Bell and Cochran about 1 t a s :you fP 
along. 

I will do it. 

That 1s the i dea I got 'Clan I went througll the 
airplane f a ctories. And I to)Uld lilce to sit 1n 
at eome of t .he meetings. 

It would be difficult to have it b:y the 19th 
i f J'OU a.re getting people fran abroad. 

We will aee what the l1at looka like and see 
where the:y are. Some people are easily avail­
able and aome are not , I th1nl< the mere 
knowledge that ,.ou are going to have such a 
round table maJcea i t posaible to postpone it 

Would J'OU also include silver, or Just goldt 
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Vibite I 

H, l! . Jr1 

H, J.I , Jr& 

Bell: 

H, l!, Jrl 

Belli 

H, M,Jr l 

l'ibite 1 

H. ll . Jrl 

Belli 

H. M. Jra 

H.H. Jra 

- ll-

I dm 't know·. Let IIIII think about it and I 
will tell 'JOU what the proe and cons are , 

Senator llcNa17 - I wae hie gueet, For the 
t1rat time~ he said, ~ow, aa tar ae I am 
concerned, he said, "I would j ust ae lief 
wipe out the ai lver legislation. • Now he 
never aa1d that before. ' 

I didn't know, It baa certain diaadvantagee 
but let me present them to )'Ou. ' 

Think about it, 

Do )'OU want the Federal Reserve people in on 
i tt 

No, I eaid people w1 th reputation and in­
telligence. 

Well , they wi l l get 1n on it eooner or later. 

It Harl'J' i e going to pueh Gardner on me , all 
right , and i t you want Ooldenwe1ser in, yea . 

'lhll)' ougt\t to be represented. 

There goes m::r rule right ott the bat . I make 
rulee and they laet about two minutes . Well , 
anyway, there ia a job and it is number one 
and evel'J'th1ng alee can go b)' the board, in­
cluding dut1ee on Ital)' and everything alae. 
You gentl-en Jmow that IJir , Traphagen called 
up IJir . Bell at 5 : 00 o ' clock on Friday and told 
hbl that they had agreed to our one rear ten­
tative program on Colombia and I told him to 
r eport i t to Kr. Wellae . 

And I d i d , a l eo to Kr , Jonee . 

Bae Kr. Wel l es heard! 

!fo. I unders tand »r. Cotton called tbe Oolom­
bi&M 

1
eeterdaJ and tbll)' were hoping to get 

bere ,.eaterda)'• 

TheJ ea1d a14D1gbt 1aet night. 
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Belli 
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Gaston t 

a .~. Jr 1 

Harrie t 
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I baven•t heard &nJth1ns. 

He haan 1 t heard &nJthiJls. 

I thought it was rather eignificant. Tbe 
Tribune had a little squib tbat the7 hoped 
whatever arransement the7 -.de with Bradl, 
it would be only tor one 7ear. 

Bras1lt 

BUilt 

We bad our first heariJls before the Senate 
Appropriations Collllll1ttee on Pl'idaJ on the 
Cuatoma budset. Senator llc:Jtellar waa 1n 
the Olair. He waa the one whose three offices 
were abolished 1n Tenneaaee. He didn 't epend 
IIIUch time on the budset and not a hell of & 

lot or time on Tennessee. Be was burned up 
eometbins a wful. Now, word baa come back to 
me --

(Telephone conversation with Sumner Welles 
follows : ) 
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ID!Jr: 

Oper ator: 

Hl~Jr: 

Sumner 
tlellea: 

?.YJr: 

W: 

H!'Jr: 

H::Jr: 

W: 

!!!'Jr: 

1f: 

P.'!Jr: 

W: 

!e~Jr: 

W: 

F.Y.Jr: 

W: 

Hello. 

111". Vellee. 

Hello. 

Februar7 6, 194o 
10:00 a.m. 

403 

Hello, Henry. How are you' 

I 12 all right , Sumner. 

Good . I had the J)leaaure ot sending you a letter 
laet night. 

So . ..... . 

To the etteot that I bad Juet been intoreed by the 
Colombian Government that it had aooepted in toto 
the suggestion made at your oonterenoe. 

Oh, vondertul I Vondertul 1 

So I ' m glad to aay that•s nov lined up. 

Now, I understand they don't want any publicity 
until - - between nov and the t1tteenth. 

No, that waa our agreement, you know. 

~ell, I congratulate everybody. I think t hat'•· ···· 

Well, I congratulate you J)ri marlly. I think that'• 
a real achievement. 

I think eo. Oh, that • e grand I 

And not only vas it the Colombian execut ive but 
tbey called in yesterday -- the Pree1dent ot 
Oolo~:~bla oalled 1n b11 Debt Funding Counsel, Vblob 
ie oompoeea ot both pol1t1oal partie• and they 

agreed unan1aously. 
• 

Vell, ien't that grand. 

'l'hat' • very eatUtaotory. 

Jtov, between nov and the titteenth they are going 

to try to get a :perunent one. 
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t/: 
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K'!Jr: 
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ll : 

!!J.~Jr : 

W: 
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'!'hat •e right. 

!:~! tha~0~0• ~henTI ghct the letter can I com~uni-
... r. r ap &gent 

By all means, Henry , Do it now, don ' t wait tor the 
letter . 

Flne 1 

I dlotated lt last night a t about seven o'clock 
and I forget whether I hue signed 1 t or not but 
at any rate it wi l l be in your hands v1 thin t he 
next hour. 

Swell . Tha.nk you so muoh. 

Henry, let me ask you something while you•re on 
the v1re. 

Right. 

tTi t h regard to th18 inter-American Banking Insti­
tution orojeot -Whit e took Berl e'a ~lace because 
Berle was out or tolm yesterday. 

Yes.· 

And I wanted merel~ to ask you- it' s coming ~ 
t his a f ternoon with the tull coomi ttee •••••• 

Yes, 

• ••••• and I wanted t o know whether t he project ln 
1te present form vas entirely acceptable t o you. 

Well , what I told Whi te vae t h l a: 
ot time he presented it to me t his 
told him to keep t he thlng moving. 

Let it go? 

For t>reseure 
,orni. ng a.'ld I 
Let her go. 

I - - yeah, I ' l l just have to take lt on f alt h ; I 
Juet • .... . 

I see, beoause I' l l have t o vote tomorrow one vay 
or the other on i t , and I didn't want • • ••• • 
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Yell , t hey' re goin t 
taking it on ra1thg :lre;ent it and r•m Juet 
it and I ha • 0 our peo'Ole are on 
I'm Juat go~~g~~ht~~r~~~noe in our teohnioiana 

Well then rou•re aatiatied tor me to vote wee 
the name or thia Govet'DIIIent' ' in 

Well now Just-- do you nind one eeoond •• •.. 

Yeah. 

Vhite ia here - let me just a minute, please, 

Yeah. 

Will you hold on. 

('1'alke aside to Dr. Vh1 te who ie in l!!t1r' a ottica.) 

Hello' 

Yea. 

(Talks aside again.) 

Yell, Gaston and White were here •..•.•• 

Yee. 

• • ••••• and reOOIIL'Ilend to me t hat - - that I ear 'to 
you to vote rea. 

All right, I' l l do that tomorrow. Of course, 1t1 a 
only an ad referendum vote , but I d1dn1 t want to 
put ue in t h e poeition ot YOti ng yee even aa a 
reooemendation to the reapeotive governments un­
leaa I waa aura that you were • ••• •• 

Yell, Oaaton and White reoommend to me that -- that 
I aay that rou ,vote yll. 

All right. '1'hat ' a tine, Henry. '1'hat cleare that Ul>• 

And I 10 do. 
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Harr18 1 
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On thia Oololllb1a.n thins, are they so1ns to 
write you a letter! I auppoaa sometime it 
would be sood to set tb1a thins 1n writ1ns. 

I have never done that in any nesot1at1ona 
with countries. I have alnye taken their 
word. 

It 1a INch a aill!ple thina, I don 1 t auppoee 
there ie any poaeibil1t 7 - -

I bave alnya taken their word and I have 
onl7 been let down on ce, an4 that 1a 1n the 
oaae of Mexico. In the au 7eara that I 
ba ve eat at this deale , onl7 one govel'DIIIflnt 
baa e ver let me down and that ia lilex1eo and 
that ia a pretty sood record, or course, 
when the:y let me down, I am lota of company. 

OeorseT 

Can I juet finish Senator KoKellarT 

I 1111 ao rr:y, 

Two thiilaS that have arhen from the t1Jile we 
originally abolished those interior porte , 
one i a the t a ct that we d1dn 1t lcnow at that 
t~ that senator l.!cKellar ns eom1ns up for 
reelection this f a ll. It na ver:y bad. T11n1ns 
na ver:y bad on that one . 

The aeemd 1a that 1n December and J'amw.rr the 
figures that have come 1n, wich we didn't 
have then, malta his picture loolc. a lot better 
than it loolced at that tilDe. 

Now, Basil, ob boJ, a re J'OU learDinS• You leam 
fast , don ' t 7ou! 

'!he 'colleot1ona 1n that d1atl'iot went up /n 
Deoftllber and .TanUAl'J more than any diatr ct 
1n the United Statea • 

the Hill to find t .ba t 
And J'OU bad to so up on eO<IV't to " 750! 
out. What did they so, n-om .,vvv " 
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Ba r rie a 

• 
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lfo, the;r are running to the tune ot about 
$700,000 a year, tremondoue, you eee. Lot 
me got to the point ot tbh; I haven't gotten 
there yet . 

(Telephone conversation with Traphagen tollowea) 

' 
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ID!.Jr: 

John 
Traphagen: 

ID·!Jr: 

T: 

i!J.!Jr: 

'r: 

ffi.!Jr: 

!IMJr: 

'r: 

I!Y.Jr: 

'r: 

liMJr: 

T: 

ID·!Jr: 

T: 

' !IY.Jr: 

Hello. 

Hello, Mr. Seoretary. 

How are 7ou? 

Februar7 6, 134o 
10:05 a. m. 

I'm tine and I hope you are well. 

I got -- in the firet place let me tell •ou how 
pleaeed I was to get the ee .. age from yau rta 
Mr. Bell. 

Well , I'm delighted I was able to eend it to yau 
ahead ot time. 

Well , that ' s fine. Wow I Just epoke to Sumner 
Welles and be eaid he heard laet night from the 
Colombians and the)' bad aooepted thie thing in 
toto. 

In totot 

And not only that but the Pree1dent of Colombia 
had hie Debt Settlement Oomm1ee1on 1n, wh1oh 1e a 
nonpart1ean board, and t hey han agreed to 1 t 
one hundred per cent. 

Fine I '!'bat ' e good. 

Kov ae I understand it, )'OU gentlemen are going to 
continue to eee each other between now and the 
t1tteentht 

'l'bat ' • right . 

And eee it yau oan work out eomething permanent. 

That'• r1e:bt. 

But it )'OU oan • t , &B I underet&nd 1 t, they will 
pa7 one and a half per cent on February 15th, 
1n an)' event. 

Rigbtt 
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Yea, that ' s the vay I understand it. 

Well nov, the next thing 11 it• e up to you and 
the Colombians to keep digging between nov and 
the fift eenth, rightt 

That •e tlne. That•e oorreot. 

And may I say • • • ••• 

We are haYing a Meeting or -- ot the execut1Ye 
oollllli ttee or the oouneel today at lunoh. 

409 

Well, 1r I don• t haYe another opportun1 ty to vorlt 
With you on another debt settleoent, oar I say 
1t vas, from my standpoi nt, highly eat1etaotory 
aM •. ... 

Well, that•s Yer y n1oe or you, Mr. Secretary, 

•• • .• • to work wi th you. 

I oan assure you that I - - I haYe had a most 
delightful time and working with you ln thle. 

Well, 1t' a • • .. . • 

I appreciate all the help you have given me. 

\fell , tt •a - it ne a real pleaeure. 

Thank you nry much indeed, elr. 

Goodbye. 

Goodbye. 
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• 
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If ow we come back to the sudden growth in the 
Cuatoma receipts 11hich auddenl7 developed in 
the last 24 houra. 

Well , the bearing 1a continued tomorrow morning 
and the information has come to me that if a 
review ian ' t given to thia changed e1tuat1on 
then it might become neceuar,. to sabotage the 
whole CUstoms budget , which he 1a apparentl7 
prepared to do, and I don't know - -

I am goi.na to refer tbh to 1111 non-political 
Underaecret&r)'. Basil, you and 'l'hoapaon and 
Bell get together and whatever you agree on, 
I will take it. l.b&tever the three or ,.au 
agree on - let me tell JOU tb.1a. I went through 
a fight with McKellar because I wouldn't tire 
a bo7 who bad done a perrectl7 good job. He 
held up the paJ of - bow many Alcohol Tax fellows? 

Six or seven hundred. 

Six or seven hundred men tor - three months? 

Yea. 

For three months . There were a1x or seven hundred 
fellows who didn't get their pa,.. Well , 1n those 
da7a I was yotmg and ambitious and I bad courage. 
Now, I IIlii old and eo I don 1 t as.k ,.au to go through 
at11thina like 'that. It 1an1 t worth it. 

'l'ha t 1a 'lib& t we are raced with now. The budget 
1a already cut • e:500,000 and if be whittles IIIUch 
JDOre orr it - -

It ia not worth it . 

lfo, I agree with you. 

I have been all through it and it just isn't worth 
1 t. 

I IIlii prepared to put 14'1 pride 1n 'llf1 pocket. 

Bea1dea, he 1a the next Cb.ai~· 
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B. M,Jra 

l!arr1ea 

B.X.Jra 

Haau 

B.K.Jra 

• 
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I wet tbroqh that aD4 I 11cke4 th• 1J1 the 
d1rt1eat t1e;ht J'OU ever aaw, but 1t 1:n•t WDrth 
1t. 

I ooul.d lick thea 1JI tb1a, I thizlk , 1r 1t cae 
to a laloolt-do'llll and draa-out, but I queet1on 
whether 1 t 1a WDrth 1t. 

I put on the Pru1dent' a dealt Saturda7 the eto1'7 
about .rotm PlJIID and the ato1'7 about abol1.tl1Jia 
theH var1-. ort1oea, aee, to eave $80 000. 
I have no oop1ea, beoauee I save the oriaf.Dal 
to tbe Pl'ea1cleat. 1he Prea1dent ea1d, •o. z:., 
eo tazo aa I - conoerne4. • I aa -•b1na ~ 
baD4a em PlJDD and I take 1t the Prea1dct will 
aeDd "to the Bureau or the Bu4aet bb reoolllllellda­
t1oo abol1eb1na - what 1e 1t, the Ooaptrollere 
or CWitoaat 

Yea. 

Somebod7 aaked me - well, 70u bad better retreeh 
the Pl'ee1dent' a a1Dd, and eo on, He read 1 t 
and took 1t and aa1d o. It, I have no do~ta, 
I save h1a eve1'ftb1na I bad, eo I aa go1na to 
torget about 1t all. It 1e 1D hie hande. · 

I wae ccnmt1ng on that $80,000 to -.Ire up pe.rt 
ot tbia three bUIIdred a1xt7. 

I juet have a eh1pp1ng -randua I will leave 
em 70V dealt, )(r, secretal'7. 

o. Jt. I read the laet one ve1'7 caretu117. 

oeorset 
tbi. _,..ort (han"'"w report to 

I have J•t ••r -o 
Seoretarr) • 

th1a to check with ColliDe. 
George, .ake a note on .a& beoauae I don't 
liKe nre tba~t tlW7 .:=; ~ d1d ~e 1aat t~. 
w.nt to IJO avppo .. d to be hera 
le~~r, the tool re lon are th- liP toda7 aDd aab 
at lla~. Be •bo!?! oa~ •otd.De wol tell_, 
aura ~ are - 8• 'lbtre are tbrM 
at 111~ ~now •ftdD&·1r J)r, Lab1Jl 1e weU, -.me peopb - 78•, and 
I w.nt ~ here, auo. 
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H1e ott:tce called and asked 

I want to be aura the two tellowa are coming. 
At 10100 o ' clock I want the three engine tallows . 

At 9 115 the tool men and three engine people 
a t 10100. 

At 9 115 , you, Lub1.n and Ooll1na and representa­
t ives ot the tool industry. At 10100 o ' clock, 
repreaentat1vea ot Pratt and Whitney, Ourtia, 
and Allison. Then llr, Cochran will get 1.n 
touch with Purvis and the machine tool e xperts 
and tell th- to be standing bJ at their offi ce 
trom 10:00 o'clock on. I don't want them here , 
at their own office. But be aure that Collins 
contacts those tallows today. 

Yea , I will get it. 

Ql.i ckt 

Hal Horan has a sked if wa would help Charles J , 
v, Kurphy in working on allied purchasing, for 
Fortune . 

He aays he bas already made contact with Purvis 
and with Chalkley and with Truelle and got their 
aide of the story. 

Tell them they have got to abow ua first what 
they have got. Then we wlll take a look at it. 
Let them mow ua f1rat what they have got . When 
I 8111 gone, the only person that knows aDJtb1ng 
about that 1a Collins and Sullivan and what I 
know I am not telling. All right? 

Ye •• 

The a to r1ea today were all rigbt. 

Fine. 

Joet 

llerlet 
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I made appointments tor 2a45 and 3 :30 this 
afternoon tor you, 

All right, 

'l'h!l Britiehing Purchasing Collll11sa1on ia having 
more trouble on thia question of impostors , 

V/hatT 

I=poators, people i nsisting they are working 
for them, contacting the people who want to 
aell products, and thay say the:y are going to 
give ua aane more information on that . You 
ma:y have noticed that the St. Pierre JUquelon 
Consul.ate haa been closed. 'lb.at is the one 
that used to help :you 1n regard to alcohol 
smuggling from Prance. I pre.ume that isn't 
aotive now. 

I juat want to give :you people all a little 
help, You know, there are all kinds of excuaea 
when :you are late for appointments, your mother­
in-law is aick or you have got a child that is 
sick or the car didn't come, aee , but I got a 
new one this moming. I had a gentleman coming 
to pick me up at 8 : 15 and I waited and waited. 
I had to go to the eye doctor. Be ran out of 
gaa. 

J.n7bod:y got a .better onet 

we have also run out of money on refunds , as you 
know. 'the defieienc:y appropr1a t1on, our part 
ot the bill passed the Senate and i t was t ied 
up w1 th an appropriation for the Navy which the 
Senate cut a million dollara - or will do 1n a 
conference today, rut the Navy baa agrthroeed ghto 
our amount and that will probabl:y go u 
thia week, VIe have a voluminoua record of ne­
gotiations with the Navy on the bill and then 
there was an article in the VIall Street Journal 
1n which the Navy seriously criti cized the 
Treaaury and their attitude on the bill ~d t 
eince you i ndicated you~e~i~l~g~ey w~h­
i t out with them up :uld \ 8 told tba t ei thor 
drew, I tb1Dk they a 

413 

Regraded Uclassified



• 
H. I!.Jrt 

Sullivant 

SulliVNl l 

H, II!, Jrl 

Sullivant 

H,U,Jrt 

Sullivant 

H.».Jrt 

Sullivant 

H. I!.Jrt 

Sullivant 

B, I(,J'ra 

- 19 -

th~ want to lteep quiet or 1t the7 :real}7 
want to t'ight it out 1n the newapapert~, we 
would be willing to tight it out there , too . 

I bad a call trom Kr. Ediaon. K7 alip said 
it waa tranater:red to 70u, 

Yea , air, and in that conYeNation - I have 
a ccmplete ~randua ot that cooveraation, 
1n 'llhich he said they we~ not going ahead 
with the t19lt and that we bad won it, and ao 
on and eo torth, but he did want to talk 1t 
o•er, and I told b1a that we would be glad 
to talk it over with th- &n'7 tS..., da)' or 
night, on or ott the reoord, or up on the 
BUl, 

John, it you doo ' t lllind, I am going to leave 
it to you and when you want me, I am here , 
eee. 

All right. 

I will leave it in your banda . 

I do tb1J11t that be should be told that either 
he muat silence them down th ere and have them 
atop talking to tbe newapapere --

Will '70U aee hiat 

Yea, I will. or alae we will start giving it 
to th-. Bither tbe7 quiet down or --

Aren ' t ,.ou having lunch wi th theat 

Yea. 

Tell them that over the lunch table' will ,.out 

Yee , air. . 
wite drew ~ attention 

Now, a day o~~wo a~o d~ty ator,. b'7 Pegler 
to a ver,. un r d I tbi.lllt that JOU ou9lt 
on the B1ort oaae : Pegler who I Jmow, and 
to Sit 1n touch w1 did da~alop the 81oft 
let b1a know tb&\~ cetera, aD4 tall b.1a u 
oaaa, at cetera, 
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IBUoh ae rou think JOU can toll hia, and it 
baa be~ over in tho Department ot Juatlca 
aince l&at June, I mean, he talcea ua on 
beceu.ae WO ne't'or 80 after an7 labor raclceteera 
et cetera, et cetera, we are scared ot them, ' 
and I think we ought to take Kr. Pegler on 
and ait down 11here we can have a talk with 
hia. It rou w1ll talk it over with Chicle, I 
di d i t once betore, 

Doe an• t h e know Blller prettr well, Harold? 

Pegler d oea know Elmer, 

I think Elmer ought to ait 1n on that, 

Let ' a ear Elmer and rou and Chicle t ake Pegler 
on, but do i t t'airl7 soon. 

Righto. 

Becau.ae we have a good L'Ocord on that . 

I will get them, 

Anrthing else, Johnt 

Bo , air , 

'llbat dld rou do , h1tchh1lce down to 1111 houaef 

11 br ooaating down tbe hill I was able to 
g:t into a gaa station at 1Uscons1n and Kassa­
chuaetta, 

He baa the 1\mnieat war ot aa)'1D8 1t . 

ll .... t h tbe sans ~mt11 you I waa doing prettr we - •• 
ado that crack. 

EdT 
1n sam Clark • a oft1 ce 

I attended a confe~ncek oaee John Cahill 
reaterd&r on tthets co·~~o .... ;.. there. 
and hie aaaia an , • 

P1De. I hear he 11 a gl'Oat tellow. 
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I don ' t !mow h~ John 1a soing down to 
Ari&ona for a mon th and Cor"o 1a going to 
be i n oharge. 

Not 1n Jtq neck or the woods , 1a heT 

I don 1 t know where you are going. 

I waa on a dude ranoh before when he was . 
Not so good. He left. 

Be WOftf 

No , I won. 

Well, I offered them SU1ar;J !Oaua and the;r 
didn 1 t want b111l. Be ea1d it would cause 
resentment on his starr. His situation 1a 
much different than Bill Campbell'•· Bill 
doesn ' t have anr tax division. Correo was 
going to handle it and we had ortedal and 
Ofted&l' s mother is in and he is going back 
to the West Coast and then come back to 
New York and put h111laelf at the diapoeal of 
Cahill and do s ome more investigating. 

All right. 

Tbat Orand Jur:r that was looking into the 
aaaa7 ort1ce, the report i a 1n draft foro and 
will be down 1n the next week. cahill sa7s 
the7 cr1 t1c1ze SigiiiUIIId Solomon. 

JCnown to his friends a a "Si g." 

That will probabl7 come over through Juetice. 

Ben t..1ng 1a here and I would like to br1116 
h1m to the Ind1anapol1a conference, if that 
1a agreeable. 

(Gaston) to ait 1n on this . 
0. lt. I want you 
You are aoheduled to, aren't ;rouT 

!bat 1a r ight. 
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Ia that all, 81! 

Tbat 1e all. 

Herbert·, aa far aa I 1mo 
to 11111 this moving i t •' nobod7 baa shown 
Service on •Know Y~u~ ~e 0 ! the u. s. Secret 
~t, and ther tell me i~'Ia ~re!~~t~~ like 
an going l1ke a houae afire. P c ure 

I think 1t 1a ver,. ;,od and 
allow it to you anr time. we can arrange to 

You tell u.s the time. 

And I would like to know who ge ts tbe credit 
tor the i dea . 

Frank Wilaon. 

Really! 

Yea. 

Now, if it ia aa good aa I hear it ia, why can't 
you do one tor the Narcoti cs! 

I bad that in mind. I think it can be worked out. 

And I got - -

!here is some question about it. 

And then not - I don't see, if ther work nigbts -
I •an, juat push thea - WhJ rou couldn ' t get out 
a news reel to eho'l' - the week before the 15th or 
Jlaroh, showing people how to make out their in­
oome ta.x. Bver,. rear it aver,. Trans Lwt or newa 
reel theatre would abow it in the United Statea, 
1 t would be a very good thing. 

It would be a good i dea. It rou could get tb&t 
chap who put on the tunnr a ct about tilling out 
the income tax, I have forgotten hh na• 
Lew Lebr! 
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•o, 121at would ~ too a torsotten, but I .. ppropr1ate, I have 
it, how 1nc011141 taxea-:;: ~~-~t JOU eaw 

Tbat ie Benchley, 

Bob BenchleyT 

.,.... out. 

!:u~~t ~ on IUid a till ghe 1t ~ 
118 ' I th111k 1t would be ext~l}' excellent 14ea, an 

I will th1Dk about it. 

Did JOU ever eee Benchl~ d eecribe tbatf 

I didn't lllean to •ke a burleeque out or it. 

I dan ' t either, don't fet • wrong. It neede 
no help 1n tbat direct on. 

Do you want to aet a date thie week to eee 
that filat 

JJo, when I get back. 

It could be 1n the evening, JOU know. 

Wo, Herbert, whm I get back. X7 teellnge are 
burt. 

What elaet 

I nave a report here on the 1ndUitr1al diaaDDda 
(Februa1'7 6). '!hey both talked pretty treely 
t:boee tello'n and gave the nae ot the .-n co 
le acting ae the OeN&n agent and the queatlon 
arlaee wbllther we enould let the PBI kneW tbat 
tble lll&n 1e acting u purobaalng agent tor the 
Oe JW&ne • We ba ve hie n~~~~e and addre u there. 

Let- ...... lt. 

'lb1e Rueilul et_r, *JUonk7• tllat toe* -
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~!r~a~~~1!~ ~baanilla, lett llanaanilla 
- • ru&l')' t1rat and there 1a 

& l'UIIIOr in llanaanllla that aha 1a 1n t 
pick up acme a i rplane parta in LoagoAng~le~ 
!r,~ ~erh&pa we h!.:! batter have the cuatoma 
in Loa :ns~~~ find out juat what abe doea do 

It rou will . 

This last ~ip ia taking five airplane motors 
to Ruaa1.a , with the Stet a Department • s oka;r 
apparentl;r. ' 

You mean the lla;rakovsky1 

No, the other ahip. 

It 1a det1n1tel:r tmder the embargo or the Preai· 
dent not to do that . 

I have it indicated hera. It 1e from the same 
ahip that the molybdenum 1e going on. 

How can I get that to the Prealdantt 

Well, let ' s check up to aae Whe ther it ia put 
on alread;r or about to be put on and get the 
information thie morning. 

I 11111 telkSng about the mol;rbdanw:s and the ai.r­
pl&De engines, 

I didn't UDdaratand ;rou. You are talking about 
both or them, aren't yout 

Bo, the airplane enginea. Mol7bdenum poasibl;r 
mar be the old contract. 

Wall we fire t want to find out .nether it 1a 
a1re~j7 loaded or going. After wa cheek up on 
our information, Which waa that it baa been -

1a being --

No, the t1 ve airplane engine a • 

'llhera do you want to go tram tberaf 
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I want to go to the President or t he United 
States. Wh;r do :you people fool around with 
th1a thins! We have been on it for three 
or four months, that no airplane eng1nea ahould 
go and 1t it goea, it should go illlllediatel:r 
from Gaston to the Wh1 ta Bouse. 

It waa telephoned laat night and came 1n 1n 
the 1110rn1ng. 

Tbat ian• t fast enough. Get bua;r, Her bert, 
and fix me up a - orandlllll and I will aend 
1t t o General 'lfataon at once. You will have 
five lllinutae afte r the aeetins and :you and 
Harr:r f ix up a aemorand\IIR f or ae to send over 
to the White Houae. 

You aaked me to get 1n touch with Watson ;rea­
terda;r about t hose Amtorg reports . I called 
him three times and each time was told that 
he hadn t t CCIII& 1n but would call me , and the 
last word I got was that he probably wouldn 1 t 
be 1n at all, eo I waan• t able to get 1n touch 
with him at all yesterday. Shall I keep after 
himt 

Yea, defin1tel;r. But get thue airplane enginaa 
before that boat aeUa . 

117 infol'lllllti 011 1a the boat ian 1 t 1n ;ret, 1d11ch 
doe an • t dleck wi th Harry 1 a. 

B18 1nto~t1on ie that the boat i sn ' t 1n :ret 
and oura i a that tho boat 1an't loaded. That 
1a the first thing we wUl che ck up on. 

Well, get on it. 

We will do i t . 
t1eular attachment for the 

You haven't an:J par eoaat Guard h ave 7out 
aviat ion section of the bol l abedt ' xt seema 
You don't mind if i:-~= !nd mat Waesche and I 
a very illogi ca ee be abolished and the 
said -• 1t ougbtr ~~ put 1n the a-search and 
operations end o 
Bn&lneeri.ngo 
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Well, JOu talk to • about 1t. 

R1ght. 

O. K. 
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STRI CTL Y CONF IDENTIAL 
TREASURY DEPARTMENT 

INT ER-<>FF1CE COMMUNICATION 

To lllore\e.rJ llorceatlla'IL 

oAn loltraur 6, 191!0 

' J J.t tho etotr • • Uac tllia 110ralac, u.. l d.ae waa ••Uo~ or calli 
tocetb.or ~ &I""'P or experh to d.hov.u tbl pl4 q:tLOIUCD.o lJI .,._r to "C 
Mr. 11111 to • lllqllirJ , tho lllore\e.rJ ia41oated. a wllU ac-oo to lllolad.e 
rorel p experh 1a \be ocllferoace. Mar 1 "'" "'" to aacceot u.. r oUowtac 
polate t o 'be coaald.lred. 1D. tb.lo coueoU oal 

1. U pl4 h to lll ~~ nl>Jeot of a d.l a...,u ioll \hit la­
olll.olla f orelcalre , oro w DO t obUC14 to call i a cv trlparUto 
partMreT 

2. U .,. call ill !riparU to or oU..r r orei p o..n,...ot 
HPre .. oW.UYII or col4 expert. &t tb.h tt•, U..7 wi ll 'be or 
ooe or w o oatocoriee (a) Gne~at aliA C...tr al 1u1t &thor­
lUll (b ) eooDOahh, bulolre or oU..r ao .. \arJ oxper te who, 1 
aa - n would. flad., wUl 1xpre01 a aiUoaalhUc polot of 
"1"' 1t d.ralnl loto aa btoraaUoaal pU..rlmc b.ore, 

J• II 1\ tho d.oeiro to throw tb.11 Whole nbJec t OP'" to 
a cr~ or l.atoraaUoaal exper t. 'before "' hi•• olltoralDd. cur 
ova pceltlon, aololi tlle .. '"''IIC tile worl4 poll U cal d tuaUon 
aliA ov ull\rali\:JT 

11. W..Ud. aot aa latoraaUoaal ••Uac at tb.le UM reqaire 
Stew Depar-t iipJ>rGYal aliA 1 h pooolble taol uai onT 

5• II thoro 110\ a etroac ll.bUMcd. or noll a ccororeJICI 
caetac a f llpt rrca col4, u.. n ret ,..,.u or whlell aipt 'be 
a ~ ea11 to •• rroa tM $1,100,000,000 wortll or col4 acv 
held. ...s.er MJ'MJ'It 1a tllio ccraa\rJ , aliA accellre\ed. ehl:paoot a 
to • • f or weT 

6. Woald. DOt IIIIICil a oollfer•noe aliA 1\1 reilllltaat ...-n 
eaoov.rece u.e J rUiell aliA rroacb t o oeoUae to 'llaload. colA oo 
•• ratb.or thea to .. u .Aiolnoaa II(Nl'Ulll to ~ro till d.ol­
lar baa-• wblcb tlll7 ••• .u 

7. Wb.ll• u.ere oro a rev ole w.cbld. eooaoai• to, noll •• 
tbl ....Uell Jacolluo• 1.a till J .t.l., Who oo'llld. 'be b.ol~ 
..... ~. W..UA u 

110
t be 'better aow to UaH ov collf•ro""• 

to .a.rtoaa axperhT -

• 1 
WM!lA u aot ..,.11 111 aore .an-1• collfi"aUal17 to 

oa11 ; I"'IP or .u.n- 1a •• ce•rel -w.rJ •twn • .-
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...... ,.~,.1,..., 
TO 

P'RON llr. Oa ...,_ 

., aa-•r'•' oo...,.. ., t . .s.p,.... ( ..•.. •. . . ... •. . ........ •. . .. . .••.• I. 67,000 
or Jarope aa4 Jar laat) • •••• ••• •• •• •.• ••• ' 235 ,000 

lo,al, •••••• )02,000 

~- td opot n•Uac -.deol t o 1.1,.,000, - iaUoa'eol M1wt 

_. oa••ro:lal ·-- • ,._ Jr ( ••••••••• •• •••• ••• •••••••••• •••••• • lau,OOO 
toretp '-alta ~ aat ~ ... ) •• •• •• •••••••••••• a 31•000 

total. • • . • • • 191,000 

'1M follw1alroponS... MilD M14 oo\ioa \lUe '"'-liar lolll,OOO to u.. 
lriUoll Ooatro1 oa U. lluio of u .. ot1lolal rah of li,,Cfl.-1/2. 

' 211,000 _. ... .._ ., !rut o.. 
12,000 lf' till WtOMl 01t;r lult 
),000 _. ... ~a~~:· of ......... 
2,000 1ilr ... ClbaM ••tnal .. 

' 111,000 total 

11M Doaa pUUr we .,.._ at .5)09 1a ........._ .... ~ we Mftlal, "' 
our opntac -., u -. .5)111 u1 411r1ac u.. • to.Ml a b.1&b of . 5)21. n 

cloeeol at .5320. U we nponat Uat till 1.44'n•.t la \M "''• _. tu to 
till :bo14en of tollan la ._._.... Uopoelac ot u.- to Mqll1ro CllilMn wt.~ 
a ?iw h .U~\iJIC , 0 U. - Ill' 1- 'lll1ola it lo ~ .......U htel • .....,. 

700,000,000 pn•-.. 1M f..U..C 1a till foHlp ' ..,..ann .. tllat 1ilr 
\MD!Da~laa,.. --toWoloaa, u...at.....Ua 
fOJ'Oeoll-. _.. td *~* ._.. an• eo1 41lrlac tJio ,.n tw 111Mb. 

!be otMr ~_. Ollft'OMl•• oloeeol ao follwe• 

,.._. truo• .oz:25-7[S 
.., .. ,_. .1JI.V.-1/2 
~ .1&.7 
, ...... ..uan 12-7/1 f. u • 
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$22,500,000 hoD the :a.....ll: of hcl8D4 
1,000,000 trooa the letherl8D4o Jo.11k 

~10 ,000 troa the KaUoJI&l Jo.11k of Jelci,. 
$23,910,000 !otal 

!he federal. ll.eoorn lo.llk ot Jew York roporh4 to u tho t ollovliiC ohlp111Dh 
of soU, all of 'llhioh vlll l>e ool4 to till u. a. A.ua;r Office at Jw York: 

$3,055,000 froa Ce.Da4a, lh1ppo4 b)' the k.DII: of Calwla, Ottawa, to 
the federal ll.eoorn k.DII: of Jw York, 

96,000 fr011 .Taft, oh1ppe4 b)' till 114orlaD4ooho ID41oche 
llaD41lobul< to the OQarutr !:ruat ~ of low York. 

66,000 froa C&Dada, oh1ppe4 '117 lo.ro1a;ro :a...k, llontrool, to 
.,.....--- tho I!aDkero 'l':ruat C011pa117 of Jw York . 
$3,217,000 'l'otal 

'l'he loderal haern Be* of 'lew York reca1TI4 a cable troa the B.I.s. 
requeatiac 1t to epp17 for a liceaae to tranatar 11 ,97~.151 fiDe oUDCea of co14 
($2, 729,000) froc B.I.s. A.ccout A to the accOWit of tho Cetrol JlaDic of !!Ira, 
at the loderal. B.I. S. A.ccOWit 14 1o sol4 o""od 'b7 the !llrkiah bulc. !he 
ll4aral lluern :a.llk of .., York aubaequntl7 rooo1To4 a cable trOll the Cllltr al 
ll&llk of furb7 to recoin thlo sol4 trooa tho J,I.a. !Ill fro......,. CJ'Uill4 
peral.aaloD to the ll4eral. to uko t ho tn.Dattll'. 

Oil the roport of .TN11JAZ7 31 recelTod hoo tho ll4t11'al leaern - of 
lw York CiTlDC the forol.cD ucheac• poo1t1oDo of belike 8D4 bclbro 1D ito 41otrlct, 
the total poa1UoD ot all c=eciea wu abort tho oqu1TolODt of $21,676,000, aD 

hlcreaae ot $1,065,000 111 the ohort poaU1oD. !he 111t chaDCeo 111 the poa1Uou 
are aa tollowal 

C0Ul1'1'11T 

lzlclu4 
luropo 
Cau4a 
Lat111 .Aaarloa 
Jap&D . 
Other .Lola 
All Othoro 

! otal 

SHOll! POSI!l'IOI 
J.AIIIWIY 24 

$ 9.979,000 
7.350,000 

79.000 (Lo~~&) 
238,000 

2,517,000 
576,000 

JO ,OOO 
$20. 611,000 

• 1DC1D4ea loroa &114 IC&Jlclxar1a 

SHaRI' POSI1'IOJ 
J.AlnWIJ' 31 

$12 ,121, 000 
5.767,000 

17,000 (Lolli) 
212,000 

2,5117,000 
l,Q911,000 

521000 (Lolli) 

$21,676,000 

IICl!IASI II 
SI!OII! POSI!IOJ 

$2, lll2,000 
1,553,000 (Deoreeao) 

62,000 
26,000 (Decr•u•) 
JO,OOO 

522.000 
S2 ,000 (Decftaoe) 

$l,o65,000 
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1M fAa~• ¢Me tor .Unr wwe tu.t llltclatlT lwe at 21-U/161 tor j 
opot all4 21-'3/lf~A tor te_.., leu. tellwriee \ebc 1ft 1/ l&t, 1111 lf, 1, 
eqlllnledl"" )1,,, .. )l.lt6jl. 

~26 

11aDq all4 -.z-•e prloe tor toretca lllftl' •• """"nclt at ~)fr.l, I!U 
!rreuu~T' 1 prloe _. aleo v+nrcet at "'' 

y, ..u tbr11 pazah••• ot eUnr totalbc 200,000 -· ...... u. Ill""' Pv.rolla•• Aot.. AU ot We .u ..... •• - pro4 .. Uoa r- torelp -..tl'l••• ter 
to~ 4ellnq, 
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STRICTLY CONFIDENTIAL 
TRI!ASURV DEPARTMENT 

TO IJ_O.., .. S ... 

,.,.. llr. 01 *= 
~ u.. ..... ,~ ll-= .. w. - ..... .., _,..,, 

J ,el.,. 1 ~. ~ • ... tea • 10t35 •~at• tu--. tt - =• p1 \11M M .... 111111 k 1• wU1 M ..tlallll la ..... , .... ' 1 IIU ..-..., 
J boa 10 •'e!Mk ........... .,.,ll ..... ~·11' ..... tMl ~·· \IUa lliUD _. I'll ,), • - ... la Mull wl\ll tiNa eUMr ........ 

l"aNM8hC 0 'e•'•'• lftlM la ~. er .-.....llr. !Wftu • • Jar··- ..... 
Jlr. l'vftl t.• -~ .... _ , ........ ..,... .. w.u: wl"' '" 

IM1'1WF '' 11- NnMr _.,_.., - et tiNa wlMUJ' ~·· wl U.. ••• \Mrbc ,... nnt,..t.e -*er1a18. 

427 
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SecrEtory of statE , 
Washington. 

180, FEbruary 6 1 2 9 • n . 

GillY 

Pnrb 

Dated Fcb~r ~ · 1940 

Rec 'd 1:09 p . n . 

(SECTIOt; T:'fO) . 

TherE are thr££ ntthod• hE •n1d ~ ~ to increase national 

1nco:x : 

(a) By augmenting t.ll.e work of nEn, tools and ct>.¢ tal-­

thi s ncct l rration of rhythm of strvioe of coursE takes 

a h£11vy toll i n drprEcin tion and txho.usti on. 

(b) Through thE maxi mum utilization of all s t ocks 

and resources prEViously accumulated . HE ru:nti onEd br 

way of txnmplE coal , gold o.nd forEign o.ssEts end a.dl!<i tted 

that utili znt1on of such stocks ia, of coursE, likewise 

q tlEans of 1npovEr1sbctnt . Port of thE probl£1a is to 

conpcl th£ owners to gl. v£ up aucb stocks to thE govErn-

1:1£nt a n:l "not to buy foreign cora~ (Reynaud ' s chosen 

Example of ~treason" -- ny tElEgrno 3045, DEcEmber 28, 

5 p . m. )J 

( o) Through forEign 1 oona . Fornrrly ~ said th1 a 

lnat was considered "hopclcaa•. Now, howrver , through 

t hE opEration of thE Fro.nco-Bri tieh financial accord thE 

manr ditfcrrnt goods and a Ervic ea of thE British Enp1rc 

n"d ~~•a -~·ld i ncrea iE French na t1onAl 1nc01K. 
a r c ovoilablE - w.u -

KLP-oSB 
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Scortta.ry of Sta.tc, 

Yfo.ahington. 

GRAY 

Po. ria 

Do. ted Ftbruo.r~ 6 ! 1940 

Reo ' d 12:52 o. n. 

180, Ftbrw ry 6 , 2 p . m. (SECTION T:!:tEE) . 

But if thE i nor£S.SE in m t1 onal income is insuf­

ficient for the s ta te ' s needs thtr£ must be a "levy" 

~~pon thE i nd i vi dual . This levy can take the f orm of 

taxati on or of bor rowing. Taxa t1 on should be as hig!l 

429 

a a poasiblt . There is, h owever , the point of diminishing 

returns and tht f a ctors of politica l reaction--the point 

wbtre i ncreased tax es cause increased volition or the 

point where th: profit !I:Ot1 vt diaappears; care must bt 

taken to s t op shor t of that point . The statt ttUSt get 

t?t larges t per centag e of m tional inoom£ possi ble and 

levy upon a ccumula ted capi t al a nd rcsourcts . Thty ~t 

bt t aken a t t he source . 

Turni ng t o o orro•ing , he said that the di fferc.nce 

be tw££n it a nd taxation is r eally very little • A l oan 

1a mt rtly a pr omis e to pay out of future revenues of 

t!H sta te; both taxES and borro.tng art ltvits uoon the 
possiblE 
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biiDI -2- No. 180. FEbruary 6 • 2 p .m. (SEction S) trom Pari a 

possiblE m£ans or consumpti on or thE individual. Both 

can in eff Ect bE "tarocd11 loens . ThErE arr two means 

ot rEducing individual consumption : voluntary and 

forciblE . ThE voluntary IIIUSt b£ EncouragEd as much as 

!)08111 blt tbrougil continuous appEIIla tor annamtnt bond 

subscriptions. by dEvEloping a pntriot1c cult tor thE 

ra~ion or old clothEs. Et cEtEra. but this !a ~ot rnougb. 

ForciblE r eduction or consumption lllllY bt accornpl18hrd 

by two D!Ethods: first by highEr pricEs --th1~ o~ould 

(bEgin undErlining) not (End undErlining) bt oppl1rd to 

n£OESSitiES but only to luxuriEs--and SECOnd• by thE 

itl'OOl'to.nt mrans of strict rationing. 

CSB 

Regraded Uclassified



'Jccrctary of State . , 
Wasb.ington. 

GRAY 

Pnris 

Dated February 6 ! 1940 

Rcc 1 d 12:40 p. D o 

180, February 6, 2 ? • n . (SECTIOII FO'm) . 

So ouch he said for "reali ty• but thEre is a 

"r.tone tary veil" to consider , ti:'.c nirage of crcdi t . 

431 

The incrcase of nati onal 1ncon1E and thE reduc ticn of 

consumption my s t ill b£ insu.ff1cicnt. Whtn thE tJilitary 

dcr.nnd money no one in war tinE can rEfusE: thE rcsult-­

r.clvances fron th£ bank of issue . Y.c tnphasized, however, 

tl:'.a t such advances art :'lOt a third source of capital 

tor the stat£. ThE result of such borrowing fro= thE 

'bank of issue is either an increase i n na tior.al inco::tt 

l:hroua)l increased production or an increase in pricEs 

forc ed up through i ncrease in the availablE s upply of 

.toney and a decrease in ava.tlablc goods for consunption . 

Pri vatc purchasing p01¥£r goes down in the sar:e ratio a s 

ti:'at of thE stat£ .;ots up; the latter leviEs on the 

!)urchasing power of thE individual . It 1s a: rEly a last 

nctl!od tor the stat£ to obtain what it needs . 

Regraded Uclassified



432 

hem -2- lo. 180, Prbruary &, 2 p.n. (Srotion •> troc Parle 

Thr producrra or courar grt thh additional eUiot 

t xprndtd by tb£ etatt. It h important *llat thty do 

with lt. Th£1 11a7 rxport capital . 

CSB 
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3tor ctar; of State, 

Wo.sbington. 

Po. ria 

D&t td February 6, 1940 

Rco 'd 1:16 p . m. 

180 , February 6 , 2 !>. m, (SECTIO:I PIVE) , 

T:~ia 1t 1s tndtav~ed t o prevent t hrough cxchan;c 

ct'l•trol , Or thcy I:'&Y dt!.land g oods , Uuch dt9tnis of 

c Hli·at on the ra;>idi ty of turn over of t n is addi ti mal 

supply o f monty. Th£ ca9itG1 circuit mus t ge t s onl£ ­

w::V:rt between zero and nine tenths , But thE ca9ital 

ciro~.:i t 1s not automatic : for it to .t'uncti em succ ess-

433 

f\:J.ly dta.nd must not bt increased; rationi [\g and control 

or priots arc •absolutely necessary• . At best t~c state 

nbvinusly cannot get all nf this additional 9urcbasing 

po·;rer and thErE r rnains a •residue of 1nflatin:1
8

; t~ 

r esults of this •residue cot 1nnat1on" art a n 1ru:rltnb1t 

inortast of prices and an 1nev1tab1t export of gold, 

f ollowed in turn by dcprec1a t1on or cxchangt and furthEr 

'lX'iOt increases . Tht ol:>jtct of txobanst control thUS 

1a t o serve as a brakE on this to tht greatest extent 

posoiblt . 
Thus , 
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ham - 2-No. 180, February 6, 2 p,m, (Stotion 5) tro~ Paris 

Thus, hi: said , hE had EXplored all possiblE IIIE thode 

ot war tinanoing and as bt.d bEEn ltEn thl:y arE not nan;y . 

ri£ spokE ot his cont1nutd staunch devotion to thE libtrcl 

prinoiplta Wbich th£ SociEtE d'Eoona.oit Politiqut repre­

sentEd and ot thE inconsistEncy t o him ot thE po~icita 

ot coniltro.int and restriction i apoatd by tb£ -r. 

MURPHY 

CSB 
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Secretary of S ta tc , 

Washington. 

GRAY 

Pario 

Oattd February 6 , 1940 

Rto 1 d 3 p . m. 

180, February 6 , 2 P• m. (S~CTION SIX} . 

435 

In a l1 bEral ptacctimE economy thE statE takEs wln t 1 t 

D£tdo and the i ndividun.l has a frtt ohoicE in EX!Xndi­

t\U't of thE remaining portion of thE na t1 onal incOt!t . 

~Estriction imposEd by thE war, hE said, is tt~ Equi ­

valent of indirEctly rcqu1rl.ng thE individual to rEnounce 

a part of his purchasing power . HE was mort and morE 

c onvincEd of tht dangErs o f tntolitarian mt~ods and of 

tht D£CES:Jity of turning again t o a liberal Econo::xy 

aft t r thE war. 

Reynaud likEwiSE madE a fEW remarks in lightEr vein 

Endorsing what RuEff bad said and t~hasizing thE paradox 

trot ht as a finance l!linisttr who had firmly rtjtcttd a 

system of half frtt and ~~lt oontrolltd Economy, 1n favor 

of 100 ptrotnt trEE toonomy , was now obligEd t o enforcE 

a syottn of 100 percent control . Ht concludEd by saying 

t hat one of thE principa~ war aims of thE statEs must bE 

a return oncE tb£ war is over t o that frEE EconO!:IY for 
which 

Regraded Uclassified



whloh thou prrnnt stood. Hr rtt:IIU'krd 1no1dtntllllJ 

tbl t thtrr Will •::moh exllggtro.t1on• in thE l'UI:lcrtd 

utlantr:a of thE daily .coat or tht w11r. 

It 1a 'III'Obably significant th4t both Rty=ud nnd 

RuEff ahould ndd thEir views t o current cry f or ro.t1on-

1ng. ThE oppontnta, hOI'IEVEr, o.rt l 1kl:w1at. not 1mrt1-

oulo.tt . 

MURPHY 

KLP 
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Stcrttory or State:, 

Washinaton. 

437 

GRAY 

Paris 

0Qt£d Prbruary 6 , 19to . . 

180, FEbruary 6, 2 p , nt , (SECTION SEVE:·) . 

ThE dEerE£ of March 19 , 1939, proVidi n3 for the: 

systEm of advancEs to tt1ttrprius holding contracts 

tor suppliEs for national dtfEnat modifitd by dtcrtEs 

or ! tptf:mbtr 1 , 9 and 21, 1939 ( Embuay's dEspatchES 

numbtra •047 , 4915 and 5245, or March 24, 3EptE~btr 5 

and NovEmbEr s , 1939, rEsptctivtly) was coa~le:mcntEd bJ 

dtortE publishEd in t!E JOURNAL OPPICIEL ot today, Ulldcr 

this mtaaur£ cash advances may b£ granted t o t ntErpria£1 

authori zr:d by thr: Gove:rnm:nt to a cquirE l!BChl.llEry and 

t i(Uipw:nt tor thE a cco unt of t l:£ a tat£ tor th£ ExEcution 

ot ita contracts • Such advancES Will bE limitEd to 5~ 

ot thr: coa t or such a cquisitions . 

Deposita 1n national (postal) savings banks trom 

January 1 to 15 totalled 451 million traoca and .tth • 

drawala 166 milli on. (E!lD. :ltSSAO€) • 
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