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..... ..cM'rA..,Mft"Aft --.. ·~ 

DEPARTMENT OF STATE 
WASHINGTON 

April 5, 1940 

K7 dear Mr. Secretary: 

I enoloee a cop7 or an informal note received 

on April 4, 1940 !rom the Britieh Ambassador, in 

l<b1ch he requeets t hat t1nal consideration or the 

question or the sterling rate or exchange tor t he 

purpos .. o! 8eotion 522 or the United Btatee Tar1!t 

Aot be poetponed until the Ambaeeador 1s in receipt 

or the viewe or his Government , wh1oh the7 are tele
graphing ae soon ae possible. 

I should be glad to be inf ormed or the repl7 Whioh 

I m&7 make to the Ambassador. 

Enclosure: 

From the British 
Ambassador, 
April 4, 1940 

The Honorable 

Sincerel7 7oure, 

Henry Morgenthau, Jr., 

8eoretary or the Treaeur.y. 

1 
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KT dear Mr. Secretary, 

BRI'l'I 1511 EKBA8SY I 
WASHING!Olf. 

April 4, 1940. 

2 

Under an Order 1n Council wh1oh took effect on 

Xaroh 26th laet, the control of t he fore1gD exchange 

proceede of epeoified exporte from the United Iingdom 

and certain Empire countriee (rubber, tin, Jute and 

Jute manutaoturee, vh1ek;T and ture) reeulh in p87JMnt 

for theee goode, when exported to the U.S.A., being aade 

at the official rate of exchange. 

I underetand that in ocneequence of th1e Order t he 

queetion of the eterling rate of exohange for the pur

poses of Section 622 of the United Statee Tariff .lot 

ia at present under t he coneideration of the Treaeurr 
Depart111ent. 

I haTe reoeiTed a tel~gra111 tro111 1111 goTernlllent .etating 

that a large proportion or United Iingdoa exporte to the 

U.S.A. ie eubJect to ad Talorem dutiee and would be 

affected bt the dec1eion vh1 en the 'l'reaeurr Depart-ent 

llle.T take in th11 aatter and requeet1ng an opportun1tt for 

pre11nt1ng their rteve on th1e eubJeot before the 'l'reaeurr 
Depart111ent lll&ke their ruling. 

The Honourable 
Cordell Hull, 

I ehould 

Secretary of State of the United Btatee, 
Vuh1ngton, D.O. 
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I ehoul.d therefore be gratetul. 1t 1 t ooal4 be 

arranged that t1D&l oona1derauoa ot th1e .. tter a1ght 

be poatponed unt11 I aa 1n reoa1pt ot the T1.,• ot 117 

goTernaent, wh1oh the7 1ntora •• that tha7 are talegraph1ac 

•• aoon ae poee1ble. 

In the aeant1aa I euggeat that the ~ ... Ul'7 Depart .. nt 

a.1ght be 1ntor .. d that I ehould be glad to telegraph to 

London tor &n7 epeo1t1o 1ntormat1on wh1oh that Departaent 

might dee1re to reoe1Ya troa 117 goYernaent. 

Bal 1••• .. , 

117 dear Mr. 8eoretar7, 

Youre ••r.r e1noerel7, 

LO'fRUIJ. 

3 

'(I 
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TREASURY DEPARTMENT 4 
INTER-QFFICt: COMMUNICAT10N 

DAH April 5, 194o, 
TO S.ore\ar)' Morc-11\ba:A 

Mr. Cochna STRICTLY CONFIDENTIAL 
Tile •"rliq rate e:operinc-.1. a furth.or i.llproT&Mnt to4q 111 a U11J1 -.rlol\, 

After opell11>& at 3·57-1{4, it aduncad otead1l7 to a hi&b ~ 3·511-J/11 ,.._, 
before tbe clooo, ~ final ~otetio11 vao 3·58, 

Salea of opot oterUac b7 tbe dx reporting hlllllto totaled ~,J62,000, fro• tbe follovill& oourceol 

!7 COIIIOercial COD.C4r1:l&o • • • •. • • • . . .............. ......... .. . 
B7 foreip blllllto (Europe and Soutb .&aoric.a) ••• ,., •••••• 

Total • ••••• 

Purchaoeo of opot ohrling &llountad to .:!56,000, ao 1Ddiea\ed bolovl 

B·1 co~a~~~rc·ial. eouee-ru.a ...... ..............................• J. 1.29.()CX) 
B7 foreisn banko (~ar !Aot &Dd Europe) ••••••••• • • • •••••• 

!otal • ••••• 

'l'he follovill& reportiD& bo.nlca aold cotton billa t otaling 'J2,000 to the 
Britith Co11trol 011 tbe baaia of the official rate of 4.00-1/2: 

' 16,000 bT the Imat: 'l'ruot Co . 
8,000 b7 tho Blllllt of Kaahatte.n 
7,000 b;r tba tlaarant;r !!'nat Co, 
1 1000 b;r the national Cit;r Bank. 

' 32,000 Total 

'I'M dhcouat 011 tbe Cenedtaa dollar wao 1~1/11/> at the clo11 todq, a 
cono14erable I.Jipro ... MIIt over the diecouat of 18-11/16:' 011 March l!:J• SiDco 
that dote there bao been a coed dl:oand for Canadiao dollaro, attributable to 
the conri~~~; of thort pooi tlooa in that cune1107· It wao repor\ed to uo that prior to the var oortain Chica«o oporatoro bo"&bt vbla\ 1a Caaa4a 8D4 paid 
for tbair purcba011 wUb apot Cenodtaa dollaro. J.t tho ts.- the;r pll!'Chue4 
tho opot el<CMJICI the7 aloo -.41 cozttracto to 0111 Caoadiazt dollar• fo!'WII'd, 
e:opectiac that wbl11 thl;r diopooed of their wheat tbe;r would rooein Canadian 
dollaro in pq~Mnt, I111tead the wheat wao diapoead of tor tT. s. 4ollaro, 
'l'h11 aecuai tatod the purcbali.JIC of Canadi&D dollar• ill order to proTide 
cover for tho MturiiiC fo!'WII'd contracto. 9ucb purcba011 of C•nedtea clollaro 
are pe,..inible Ulldlr the axch&llce recoU&Uollo 111 the tlul4o ...., •rol;r 
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'· -
tn.na!erred froa the aceou.ot of one foroiper to t be r-ceount of &DOtber foreifl:ftor, We were intorD04 that the operationa .. nt1one4 abo? e totole4 ao~where be tween ei&ht an4 ten a1U1on 4ollaro but tjlat tho conrlll& ot the exch&DC" 1a about ended, lt ouch h the ca .. conliderable oupport will bo Wi thdravn !ro:o Canadian 4oUaro aDd 1n e.ll probab1l1 ~ tb8 die count will widen. 

~~ other 1aportont curreneieo cloaed ao folloWtl 

l'rench franco 
Ou.l.ldoro 
Swi .. franca 
Belgao 

.0203 
· 5309 
.2?.43 
. 170}-l/2 

tho .t.rcent ino p .. o rote quoted 1n !low Tori< .,nd ott toda;r !roe · 2335 t o a low of . 2270, It c1oeod at . 2300. Tho peeo quotat ion baa been fairl7 etoadJ for aoee tine. 

'l'be Feder al Ruor .... B&Dl< of new Tori< reported that tb8 !ollowi"<l: ahir•nts of gold were beiAC conai~d to i t : 

$ 3 ,109,000 f roe South Africa, ohipped by tha South Afri can Reaern B&Dl<, to be ear=arlced tor ace<>unt ot t be B&Dl< of Swede,, 
2,089,000 !roa I>ACland, ahl p,ed b7 tha B&Dl< of :!loglend for account of the Bank ot Por"'C&lo ~e dhpoaiUon of thia lhip•ont h unlcnown at ,.....,...,..,,.,....=,.. tbe pr u ent Uae. $ 5,198, 000 Total 

'!'he St.ate Departaent forwiU'ded to ua a cable et.atin,o; that three lhipaento of gold totaling $13 , 509,000 would be aent froa Swodel> b7 the B&Dlc of Sweden for i h own account. Tho dbpooi tion of thh gold, which h condfl:fted to the J'eder&l lluern Bull: of New Tori<, h UDI<uovn at ~e preeent tlM, 

!he Boabay ail?or ~tation daolined tbe equi? alent of 5/16# to 39,15~ . 

In Lo114on, a price ot 2()..1/84 was fixed for both opot all4 forward ailYer, rep reaentinc a dacline of 1/164. fhe U. S. equi?alonta were 32.34f and 32.1~. 

l!and7 and llarMD1 a eettleaent price for foreip ail? er wu wsch&DC"d at 311-3/41, Tho Troo.llll"T'• purcheae price for !oreip ail?er waa &lao wscha"C"d a t 351· 

We ~~~&de four purch&eea of oiber totaliDC 211 , 000 ouaceo under the SUnr Purehaco Act, Of thh OLDOUDt , 50,000 ounce a r epresented a aala from i n? Utoi'T aDd the re .. inlnc 161,000 ounce a coneiated of new production f roa !oreicn couatr iu, for f orward dalift1'7• 

Ve &lao purchaaed 30,000 oUDCee froiD the Bank of Canada UDder our regolar mont hly acreeaent, 

/~ 
STRICTlY k oNFIDENTIAL 
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lo114on 

Date4 April 5. 19110 
I 

Reo d 2122 p . 11. 

Secre~ of S~to, 

861 , April 5 , S p.a. 

Our 843, ~ril 3, 10 p .m. 

decioion oet up epecial trading comp&DT called Jb&liob Commercial Corporation, 

Limited, vhoae !Unction vill be conduct trade vitb certaill neutral cCNDtrieo 

in order aoolot aootinc difficultieo attendinc deYelopaent Ull1te4 li~o• 

trade v1 tb theoe countrieo. Capital v111 be lllb.scr1be4 by 'l'roa1Ul7 but 

coapalll' vill vorlt ao illdepeadent coaorcial 111Ut7 oubJoct to l!;lneral con

oultation vitb OoTorDmant on broad lines of pol1ey. Chancellor otateo 110 

intention COIIpaiQ' "'!~Plant uioU.Jlf: trade cbannalo, vbicb vlll be utUhe4 

far ao pooo1blo . OollpaiQ' vill at t1rot be prlmaril7 concerned. llulgar!.a, 

Greece, lfwl&arT, Jbmallia, !urlcq and TUI!;OolaTla. lord Mnton, toner 
Preaidlllt lloard !rade vill be cbairua and Joint ~D« d1rootoro vill 

bo J . B. l!eabro ol l!eabro ' o lllullc and :r, B. nmn, ..t.o bovnor rotalu 

title ao Oueral lfau«or Zxport Crodih OaaraDhe Department. 

(E!lD SEC'l'IOll' OIIJI) 

lllilDIDT 

MeL 
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...,. 
'PIN!P!I!' U.ABc.t (ltr. ftul.-a) 

~., .,., 
•• M .. oa. 

8101'1011 !MI. 

OOIIJ'IDIII!'UL. 

CoJdl~UOD baa Mea olr\aiJMI tJoca J1:bDa <J4 \Joe 

folloodJic lDtoraUOD -talal4 1a tiM pnu ot Jpr1l 5\11.. 

the 1111o .... uoa h tol'IOU'4e4 u '!tee. c o .... 

. . . ....,f. 

Dell (Ill; ... 

1 
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Soorotary ot State, 

Vashl.~on. 

861, April 5 , 8 p. "'• (Sl:C'l'IO!l ~) 

to '• 

!Ida .l;>rU 5. l91io 
he14 2111D p • •• 

lcaediate obJectiTo 1o 4no1D?D•t BriUoh t....t. wi\ll lliotl.b.ll co=trioo 

8 

and deal!.Jii: with peeuliar pro'bleo created b7 ~ ~ ..U.OU. 71rot 

act1Tit1eo will 'bo arrMt;iDe purchaaeo 'Bal \oeJ! orr oAtUes 1a ...tan tar 111!1to4 

l1!1&4om ~~&DutaotiiZeo and Jbpiro raw •terial ""BBl1u. ~ corporation 

will nor.allT ueo ex1at11!c t rado clwmolo will oloo !::aTe -......-.mauna 

in llf\llau>a . Gonrl'll:lent 'baokiDt; vUl eD&'blo corporaUaa t.loe t~ial rh\oe 

which war eoD4itlona malta t oo creat tar prhato ........... ~ion will 

work 1D conjunction """ h!>ort ComacU aZI4 bporl CNd.Uo ~ .. ~aoJ!t 

ut11111Dt; lattor1o epooial experionee recent 7..r. 1a tr.4.e aZI4 cradU arr&Dt;&

menh with eountrin eoneoraod. It will Dot 'ba ~ cow:IOid wi\ll pra

eaptho atratecic pvchaaoo ot c..,......ltiaa tor 'lllllidl ~O"tt7 Ieo.-lc lrartare 

will continue 'be reep011oi'blo olthou&h corporatl• - 'ba ..-.alt ed oa 

parti<Nlar ll&ttera. It 1o expected that corporatiaa pro"IIU17 -..dw popnl.ar 

- 0AII001 will 'beeoooe per.a11 ... t part •ehl""'7 :.-i&hla G I G a& tr.4.e 

auht1Dt; roconr7 l!ritiah trade .....ua.atera llbropo toll.1eb llaa 'baea lo.t to 

0.~ 411Z1Dt; paat 20 70UO. -.pectod plq part 1a ~ 4r1n liT torabc 

COJ>IIOCtlOII with nW export CI'Oilpl 'boiDt; oot 1Zp 1a :.-it l. ~rieo 1imller 

auepiooo llxport OouneU. 

(E!ID SECTIOV ~). 
iQICjJ 

CSl! 
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S.cretary of Stete, 

1faah1D«toll, D, o. 
SIO'l'ION l'Otm. 

OONPIDSII'l'IAL 

1'hare baa b eell 110 tlllllOunce•llt yet u t o cepital. , 

It 1a aa14 by ll1xon t.bat it vill be llal.1' a lliU1on poiUida, 

t!loup 110 eapec1al. lilli teUon on 'bllyiJlC aoUn Uee 1a 

111,.,1 n4 1n the relath~ oaal.l f1CIU'I ovi"C to the 

becking of t he 1'reaeury. 

DCA: GBlt: Kilt 

9 
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HSM 

Secretary of State, 

Washington . 

8J 2, Apri l 5, 9 a . m. 

GRAY 

BErlin 

Dated April 5 , 1940 

REc 1 d 9 :50 a . m. 

My No. 569 , March 7, 9 a . m. 

FOR TREASURY FROI4 HEATH . 

Rtichsbank credit operations and notE circulation 

reached record htig)lts at thE end of March . Tt~tal 

10 

1nvcs tmm ts of thc Rtic hsban k (commercial and Treasury 

bill discounts, collateral loans and sccurity holdings) 

aggregatEd 12, 809 million marks on March 30 an incrEase 

of 408 million marks ovcr thE s1tua tion at thE end of 

Ftbruqry . The bill portfolio roar 417 million marks 

during the month to a new record total of 12, 242 million 

marks . Holdings of mise clle.n cous s ecur i t i ts also rose 

27 million marks during tht month to a total of J94 

million marks . 

On the othEr hand collateral loans declined by 

7 million marks and the holdings of eligiblE stcuri t its 

on March JO amounting to 14 4 million marks wert 29 

million marks less t han on February 29 . (In r egard to 

eligi ble 
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ham -2- No, 8~2 , April s, 9 a . m,, rrom BErlin 

El i gi blE arourit iEe it 1e to bt notrd that thtrE waa 

an unintErruptEd dEclinE tram thE rEcord holdings or 
1441 million marks on OCtobEr ~1 to a low of 106 

million marks on March 7 . Si no£ that laat datE thE 

REichsbank for thE f ir st timE sincE OctobEr has tngagEd 

in optn marktt purchaets of auch stourit1ts), "Mia

oEllanEoue assrts" i ncrEasEd trom 1 , 779 million marks 

11 

at tht rnd ot FEbruary to 1, 822 milli on marks on March ~0 

a figurE howEvEr which i s 281 million marks undEr thE 

rtcord total of 2, 103 million marks a ttainEd on FEbruary 

15. Tht ittm "miscEllanEous aaatta" it may b£ rtmarkEd, 

is onE ot th£ most mystErious ot thE REichsbank statE

mEnt sincE thE institution hae nEvEr d isclosEd all thE 

transactions whi ch arE includEd undEr this hEading. ThE 

most important transactions art doubtlEss thE opErating 

crEdits of tht govtmmmt, tht poet officE and thE rail

ways, which art chiEfly rEsponsiblE tor rluctuatione of 

thiS itEm, (END SEC'I'IOO ONE) , 

KIRK 

CSB 
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Secretary of State, 

Washing too . 

GRAY 

Berlin 

Dated April 5 1 1940 

Rcc'd 11 :31 a . m, 

832, April 5, 9 a, m, (SECTION 'I\"iO) 

Note circulation stood at 12 , 176,000,000 marks 

on ~arch 30, 1940, as compared with 11, 877, 000,000 

marks on February 29, and 8 1 311, 000, 000 marks on March 

30 1 1939 , Sight deposits were above the month end 

average reac hing a figure of 1759 million marks on 

March 30, 

The steady expansion of Rtichsbank credit and 

monetary circulation has bttn accompanied by a steady 

increase 1n thE money mark ct as evidenced by the reduc

tion of the private discount rate to 2-3/8'/. on April 1 , 

This was thE third decrease in the private d iscount 

12 

rate s i nce the outbreak of tht war , previous dcorcasce 

of 1/8 having also occurred on November 8 and January 2 , 

The decrease in private discount rate has this timE also 

aa i n January been accompan ied by d ecreases in thE die

count rate on Government short term paper , Tht present 

rate of discount on six months Treasury certificatES is 

3'/. 
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hsm - 2- No . ~2, April 5 , 9 a , m, (Stction 2) , Be.l'lin 

3% and on 12 months Tl' te.sury o El'tifio e. tea 3t% as com

paNd with 3t and 3~ at tnt beginning of thE war . Call 

monty l'atu also reflect the increas ing liquidity of the 

monty market thE monthl!' avel'agt having drcrcastd fl'<D 

2 . 53:( in Stptembtr to 2 , 03% in January and 2 . 08:( i n 

Ftbrual'y and tht End of the month ratEs fl'om 2!-2~ i n 

August ond Scptcmbtl' to 2t~2i% in Ftbl'Ual'y and Me.l'oh 

(although Novtmb£1' and its month End l'atrs wel'e one

Eighth lowel') , Rates bel ow 2% wtl't reached on some days 

in Ftbl'uary. 

ThE oaus t of the 1n t tnsif1td 11qu1di ty 1s not 

tnt1l'tly oltal' but pl'tsume.bly largely ascl'ibablt to the 

steady diminution in tht production and suppl y of o on

sumption goods plus tht heavy i nc i dence of dividend pay

ments at tht pl'tatnt t i me , Tht liquidi ty of the monty 

mal'ket cannot bt ascribed to l'estrict1ons on pl'ivate 

bol'rowing since durlng the fil'st thl'ee months of the 

year appl'ox1mattly 400 mi llion mal'ks in industl'ial bonds 

were is sued as oompal'td to 107 million mBl'ks in the 

cntil'e year 1938 and approximately one billion marks in 

1939 · (including the 500 million mark Reichsbahn loan) . 

Nc i th£r can present liquidity be ascribed to diminished 

Govcmment bol'l'owing and spmding On th£ contl'ary there 

is much evidence the. t military an~ quasi - military outlays 

al' t a tte.dily inoNasing . (END s·ECTION TWO) . 

KIRK 

CSB 
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PARAPHRASE, SECTION THREE, TELEGRAM NO. 832 OF 
APRIL 5, 1940 FROM BERLIN. 

OONFIDENTIJ.L. 

It is said that there has occurred undisclosed 

government borrov1.ng in the f orm ot increasing deliQ'a 

in pa:ymente t or suppli es tor the Gover nment . Reference, 

t elegram of November 23, 1938, No. 651 fro~ the Embassy; 

attention was called over a year ago to the delays in 

payments by the Government, as a form ot borrowing by 

the Government. It is probable that arrears were not 

14 

more than one bi llion marks at that t ime ; however, according 

to my information Yben the war began arrears had gone ~ 

to nearly six billion marks, and they stand at around 

t en billion marks at present. It seems to me that these 

figures are large, but rather well-informed sourcee commun

icated them to me. 

Reference, telegram ot Karch 14, No. 641 trom the 

Embaeey; as st ated ther ein, there is increasing public 

pessimism ae to the future value ot the mark. The term 

• truet~ated tligbt from the mark • could be used, since the 

controls on rationing and prioee are st ill in etf,ot. 
\ 

The prices ot unrationed goode, art vorlte, aecon4-ban4 

apparel and antiques ~ etead1~ i noreu1ng, the· aupp~ 

not keeping up v1.th the demand. 

END OF MESSAGE. 

XIRJ:. 

U:LW 
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TREASURY DEPARTMENT 

INT.R-OI'l"'C. <:OMMUNICATION 

DATa April 5. 19il0, 

llr. TboiiJ)IOn 

ll1ee lliohener ~ 

In reeponse to your requeat or Deoeaber 26, 1939, there 
ie subaitted herewith ror the DiTiaion or Researoh and Statia
tios a memorandum listing, with brier desoriptione, the studies 
or projects completed or under way, and the naaea or persona 
working on each, ror the month ot Karoh 194o. 

15 
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DIVISIOll OF REBEARCH AllD 8TATI8l!C8 

For oonvenienoe ot reference, the studies listed are 
grouped under general subJect heads . 

The names shown tor persona working on each proJect 
include only those who participated tairly dir ectly, as 
explained in the introductory note t o the corr esponding 
r eport submitted on December 28, 1939 . No at t empt hae 
been made to cover also persona whose responsibility in 
each particular case was mai nly in planning, supervising, 
or consulti ng. 

Financial Analysis 

I. Projects or studies completed 

l. Reviews ot current developments in the high- grade seou
r1ties markets were prepared, and memoranda were trans
mitted to the Secretary on the following dates: March 12 
and 19. - Ur. Haas, Mr. Murphy, Mr. T1ckton, Ur . Turner, 
W.ss Eyre 

2. 

These reviews contained, in addition to analysis ot 
the current situation, special studies, as f ollows: 

(ll 

( 2) 

Federal Reserve policy with respect to the 
composition ot its Open Uarket Account (Review 
ot Karch 12, page 3).- Mr. T1okton 

The relative pri ce stability ot Treasury notes 
and bonds (Review ot March 19 , page 3) . -Ur. Turner 

Kemorandum on the sel ect i on ot 1eeuee tor t h e Karch 
financing was prepared , and was transmitted to the 
Secretary on Karch l. - Kr. Haas , Kr . Kurphy, Kr . Lindow, 
Kiss Eyre 

Yield rates on United States securities , direct and 
guaranteed, on the basis of over- the- counter closi ng 
quotations were calculated daily. These were sum
marized each day ln a t able showing tor each i ssue the 
closi ng prioe and yield tha t day , t he change 1n price 
and yield trom t he preceding day, and the price range 
s ince date ot i ssue and also t or the years 1939 and l9llo 
to date . A chart t or each issue was kept up to date 
showing recent dally pri ce and yield tlgures together 
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5· 

6. 

1· 

9. 

10. 

ll. 

- 2-

w1 th ooaparative aonthl;r data a1aoe 1933 or einoe 
date of 1asue. - Jlr. Brown, llr. Mood:r, Jlr. !troll 

Two propoeah ot the RJ'C thet the Secretar;r of the 
!reasury request that corporation to purchase the 
preferred stoolt ot banks, were examined. - Mr. llurph:r, 
llr. Turner 

lle110rand1111 regarding distribution of and interest 
rate on United States l!&dngs Bonds was prepared, and 
wae tranaaitted to the Sficretar;r on Karch 6. -
llr. llurphy, Ilia a ll:yl'e 

Proposed letter to the Director of the Budget coa
menting on the bill s.~}Q (a bill to alter the 
matching basis on Pede grants to States tor old-
age assistance) was reviewed and reY1aione were eug
gested tor the use of Under Secretar;r Bell, Karch 14-. 
llr. llurph;y, llr. Reagh 

Proposed letter to the Director of the Budget coa-
aentins on the bill H. R. 6228 (a bill proposing to 
1seue '5 billions ot securities to finance a nation-
nde highway program) waa reY1ewed and reY1siona were 
suggested tor the use of Under Secr etar;y Bell, Karch 21. -
llr. Murphy, lira. Stanley 

Ansl18is ot the bill s. 3509 (Pal'll Credit Act of 194-c) 
was prepared at the request of Under Seoretar;y BeU. and 
was traneaitted to him on Karch 16. - Jlr. Lindow, llr. 
Conrad 

A field study ot oertain low-rent housing proJects in 
Indiana and West Virginia wae made at the request of the 
Secretary, and a report was tran•i t ted to hill. on 
Karoh 30. - llr. Lindow 
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6. 

8 . 

9. 

10. 
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II. ProJeota or atudiee under way 

Suam~ data and a nuaber ot charta on Ub1ted State• 
.. ow: iee 8Jid on die relation of thi aarbt for 
United !tatee .. ouriu .. to tbat t or other high-grade 
eeour1tiee haTe been prepared to pretaoe the oharte on 
prioee and ;rielde of indiYidual ieeuee of United 
Statea aeouritiee. Oo~letion ot the final ohart, 
oo~ar1ng yielde on loog-tera 'l'reaeur:r bonde and 
oYer-the- counter Yoluae, depende upon arraogeaente 
to aeoure the neoeeear:r data. - K1ae E:rre 

Statistical (graphic correlation) analysis ot taotore 
atteot1ng high-grade interest rates . - Mr. Turner 

l B 

Study ot the r elationship between the yielde and maturi
t ies of high-grade aecuritiee immediately preceding 
prior major bear markets in suoh eeourities. - Kr. Turner, 
L!r. Conrad 

Comparison ot relative amplitude ot price fluctuations 
ot long-term and short-term eecuritiee. - L!r. Lindow, 
14r. Conrad 

Stud:r ot the etteot ot the size ot the ieaue on the pr1oee 
and Yield& of u. s. eeouritiee. - ur . Lindow, ar. Conrad 

Chart and annotatione with respect to the taotor• 
1nfl.uenoiog the IIOY8aent of i ntereet rates during the 
last World War. - 14r. Turner 

Discussion of Yarioue problema encountered and aolutiona 
devised in connection w1 tb war borrowing. - kre. Wadleigh 

Memorandum comparing and contrasting war and depression 
de.fioit-finanoing. - llrs. Wadleigh 

urp 

Anal;raie ot the bill s. 3~9 (rara Credit Aot ot 19110) 
for the uu ot the Legal Yidon. - llr. !1okton 

11. Preparation ot 4!ta tor the 8eoretm ot oo-eroe re 

t~!:t ~i !!!:~:!-!~a;t!!af:iuritlii of te4eiil corpora-
----- • -- ________ __ t ________ Deoeabtr 1929-1939. -
llr. Lindow 
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12. Review 
house. -

Revenue Estt.atea 

I. ProJects or studies oo.pleted 

1. The regular monthly statement was prepared tor the 
Ottioa ot the Coaaiasioner ot Accounts and Depoaitl 
showing the latest revised estimates ot receipts , t; 
months and by ~rinc~81 sources ot revenues , tor t 
period IZ8roh 1 40 t ough June 1941 , and was trana
m1 t ted on l.laroh 1 . - lolrs. Stanley 

2 . 

4. 

b . 

1· 

Fieca1 Y!ar 19~ Budget estimates ot employment taxes, 
Ra1lroadnemployment Insurance Act, and Unemployment 
Trust Fund were revised. - Wr. Wilson 

Preliminary and tentative estimates ot Budget receipts 
tor the tisca1 year lt42 were completed and transmitted 
to Under &icretary Be 1 on Karch 14 tor forwarding to 
the Director ot the Budget, Karch 12. - Mr. Haas, 
Mr. O'Donnell, Mr. Daggit, Mr. Driver, Mr. Leahey, 
Kre . Stanley, Kr. Wilson, Kiss Raatall, Ur. Smith 

Tabulation ot various revenue estimates tor the fi scal 
year l9qo was prepared and trans•itted to the secretary 
on Karch 11 . - Mr. 0 1 Donnell 

Letter to the Director ot the Budget analyzing troa the 
Treasury ' s point ot rtew the bill s, 3207 (a bill 
1 To provide tor a more equ1 table sugar quota tor the 
mainland cane area• ) was prepared and was transmitted to 
the Legal D1'1'ia1on Karch 29. - Mr. lf1leon 
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an were reviewed 
~h-~~r=!-'=-::+'7:-::-::::~r=:-'w="e~r;:.e::-=-:t~r~anam itt ed to the D i vi -

L!aroh ll . - l!r . Leahey 

Estimates were made ot the revenue etteot on individual 
income tax receipts ot proposals to det1ne short-term 
capital gains and losses as those resulting from 
assets held twelve months or leas , Work requested by 
and completed tor the Division ot Tax Research, and 
transmitted on Maroh ll, - Mr. Driver 

Supplementing estimates ot revenue ettects requested 
by Division ot Tax Research in two memoranda ot 
December 13, 1938, estimate wae prepared on a 
comparable basis ot what t he yield would be 1t the 
surtax rate ot surtax net income olase 4 - 5, Exhibit 
B, were 4 percent instead ot 3 percent, and waa trans
mitted on Karch 25. - Hr. Driver 

An estimate waa prepared ot the revenue effects ot 
repealing retroactively the tax-exemption or interest 
trom all governmental securities, and a write-up 
comparing this estimate with the long- range esti.mates 
submitted to Congress last year of the removal 
ot the tax-exemption privilege from future issues ot 
governmental securities was prepared and transmitted 
to the Division of Tax Research on March 25 . -
!.!r, O'Donnell, Mr. Murphy, Mr. Driver, Wr. Lindow, 
l.!r. Leahey 

Estimates were made of the rate ot a super tax it would 
be necessary to i mpose on oorporati one and individuals 
in order to increase income tax liabilities by f}OO 
millions. Work requested by and completed for the 
Division of Tax Research, and transmitted on Karch 25· -
Wr. Leahey, lo!r. Driver 

II. ProJects or studies under way 

1 . Bu~et es timates ot revenue yields 1n t1soal years 
1~40 and 1941 are being prepared taking i nto account 
t e recent experience with oollect1one . - Ur. O'Donnell, 
Ur. Daggit, Ur. Driver, Mr. Leahey, Mra . May, Mrs . Stanley, 
Mr. Wilson, Kiss Rastall 

2. An estimate is being prepared tor the Division of Tax 
Research as to what r a te of tax on toilet preharationa 
would produce the 881118 a.ount of revenue aa t e io per
cant rate on the base taxable prior to the 1939 
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A8e~ente when app11ed to the f ollowing taxable baee: 
1 The fair ea.lee price at wboleea.le of the article tinall:r 
packaged and labeled read;r tor ab1p .. nt or deliYer:r to 
tina.l conau.ere, the tax being ~eed on the laet 
bueineaa concern engaged in an:r proceee of preparing 
the article or identifying it b:r naae, brand or trade
aark. l'air eale price would be eet b:r the Colllll1uioner 
Where ea.lee are other than ana'• length ealee at Whole-· 
aa.le . The burden ot proof that their interco~~pan:r trane
aotione are at ta1r ea.le pric .. would be on affiliated 
corporatione . • - Kre. Stanle:r 

An eet1aate of the revenue effects of the bill H. R. 1, 
76th Congreu, Firat Sudon (a bill proY141ng tor an 
exoiae tax on retail stores) ia 1n proceee or prepara
tion tor the DiYiaion of Tax Research. - Kr. Leahe:r 

I~~provement of method or forecasting f arm inooae, tor 
revenue estimating purpoaee. - Kias:Rast&li, ar. S.ith 

Inveet1gat1on ot average hourl:r earning• as a factor 

21 

in torecast1n~a;rrolla tor reYenue eet1aating purposes. -
1U a e RAe ta.ll , • fllll1 th 

Projects tor rertaing and i 11proY1ng the Mthoda 
eatimat~ re§:nyea from the following taxes: -
R&atall, r . ith 

(1) Lubricating oil. 

(2) Wines, doaeetic and ~rted. 

(3) Transportation or oil b:r pipeline. 

( lj.) Electrioa.l eners:r. 

(5) Tires and inner tubee. 

ot 
Ides 

(6) The aeaeonal distribution of the reYenuea troa 
the cigarette tax. 

Eoo.noa1o Cond1 tiona Related to 1'1eca.l 
and R..Yenue lt&ttera 

I. Projecte or studies oo~~p1eted 

Memoranda on the bua1neee and price eituation were 
prepared and tran .. itted to the Secretary on the fol
lowing dat .. : Karch 4, 11, 18, and 25. - Kr. Haae, 
Kr. Deggit, Krs . x.:r. au .. Ilasta.ll 
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A studJ of d1.ergent trends of prices of foodstuffs and 
industrial materials was 1noluded in the memorandua 
ot Karch 25. - )[r, Daggit, Kre, Kay 

22 

2. Kemorandum on "The favorable side of the business 
picture• was prepared and was transmitted to the Sec
retary' on Karch 11. - lolr, Haas, Kr. Dagg1t, Krs. llay 

4. 

5. 

6. 

1· 

This memorandum contained special studies as follows: 

(1) Comparison of industrial materials prioe trend 
with two business indices. - Ur. Daggit, Krs, Kay 

{2) Relationship of copper ealee to the business trend. -
Kr. Daggit, Krs . Kay 

Kemoranda on employment under the Works ProJects Admin
istration were prepared and transmitted to the secretary 
on the following dates: Karch ~. 12, 18, and 25. -
K1Be Rastall 

Kemoranda summarizing reports from Federal Sutplua Com
modities Corporation on wheat export sales and ot her 
market data were prepared and were transmitted to the 
Secretary' on the following dates: Karch 1, 11, and 
lg, - Krs, Kay 

Kemorandum on carloads of l i ghterage freight received 
tor unloading at New Iork, giving weekly dita secured 
from the ASeoolatlon of lmerioen Railways, was prepared 
at the request of the Secretary and was tranamitted to 
him on Karch 6, Arrangement. were made w1 th the 
Association to eeoure for a certain baok period and 
currently the weekly data on export freight received 
at New York and nine other Atlantic porta, lighterage 
freight in storage and on hand tor unloading at New York, 
and carloads of freight exported fro• New York, On the 
bae1e of this intoraat1on, weekly memoranda on the 
movement of export frei~t were prepared and transmitted 
to the Secretary on Air lg and 25. - Kr. Daggit, 
Kr. Lindow, Kiss Raetall · 

Oo!!p!lr1eon was 
forecasts made 

y quarters, 
Kiss Rastall 

The i ncome of labor, 1939 ve. 19?9. A brief ooapar1eon 
wae •de of the eoonoa1o poe1t1on of labor i n 1939 with 

Regraded Uclassified



8. 

9. 

- ~ -
w1 th that in 1929, baaed on share of national inoo•e, 
emplo,.ent, aTerage hours per week, and certain non
measurable &agnitudee. - Mrs. Kay 

8uggeet1one tor the rert81on ot the rfd~ ReeerTe 
Chart Book were -de at the request o • 'l'ho-• ot 
the Federal Benn-e eta1'f , and were tran•1tted b7 
telephone on Karch 22. - Mr. Dagg1t, IU.ee E7re 

II. Projects or etud1ee under way 

23 

1. Index of untilled orders . 

An attempt is being Mde to i~ron our 1ntor.ation on 
the YOl\11118 of untilled orders by worki.ng out a co~ei te 
index baaed on data from i .nd1v1dual induetriee. Work on 
the u. s. Steel Corporation, a large and representative 
segment of the eteel industry, baa been completed. -
Mr. Daggi t, Ilia a Rae tall 

2. Indications of business mpladJustment. 

Various indications of business maladJustments, shown 
in graphic tor., are being brought together tor convenient 
reference. The eeriee of charta ia ~at completed. -
Mr. Daggit 

3· Export trend• . 

Since the trend of exports is likel7 to be an 1aportant 
bueineae f actor during the co.tng :rear, a proJect baa 
been started wh1oh ia deeigned· to interpret export 
movements in terme of their bueineee signifi cance . A 
number of charta are in preparation. One which was 
completed wae included with the bue1neee m .. orandum of 
lfarch 4, and th1e and another have been added t o the 
Secretary1 a chart book. -Mr. Daggit, Mrs. Kay, 
Mr. Chevraux 

4. Forces detel'ltining trendl ot bae1c c0111t0d1 tr price e. 

This proJect involvee individual price etud1ee tor 
variou• basic oo.mod1ties, a nuaber of which have been 
completed, wh.1ch are intended eventuall7 to be oo.b1ned 
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into a general 111Ux Npre .. nt1Dg the baelc price 

trend, a.thr allowance ror the erfect or .uppU .. L 

1nduetrial demand, and other .. parable raotcre. worlr. 

during Karch related part1cularl:r to pr1cee of ootton 

and h1dee. - llr. Dagg1t, lire. May, IUee Jlaetall 

Trende of 1n41v1dual Do .. o41tr pr1oee and price racto~ 

durlng the World War _eriod. 

'l'hia project 11 patterned a.tter the general e tu4J' or 

prioee and price raotore, 1913 to 1922, .. de 1n October, 

but deale with e1x in41v1dual balio co-o41U .. - .rheat, 

cotton, hoga, ateel, oopper, and &1no. !he project 11 

designed to determine the principal price raotcre aa
aooiated with the wartime riee and eubeequent colla&:; 

or pricee of the .. c011111od1tiee. - llr. D&ggi.t, lire. 

6. In4ex or commoditY stoclr.s. 

Th1e project 1e designed to de•elop a co8p0aite index 

or baa is como41 t:r atoolr.e ae a measure or one 1~Wortant 

factor in the general price level. Stocke of 16 
1Jiportant induetrial aater1a1e, expressed in terms of 

t heir net effect on prices, are being co.p1led for th1e 

index. - Kra. Ka:r 

1· Index of goode inventories. 

24 

A better index of 1nventoriee of finished goode is needed 

a .e an 1D41oat1on of bueineee llal.adju.etmente, with a 
brealr.down &I betW!!n in•entori!l of r1n1ehed goode held 

b:r manutaoturere and thoee held b:r othere. An atte~t 

to develop auoh an index 11 under way. - llr. Daggit, 

IUae Rastall 

8 . Index of bur1ng on deferred pal!lente. 
, 

A etudy of the .alUM of 1netallaent bu:r1ng aDd ooneuaer 

cre41t hae nearl:r been oa.pleted. 'l'hie etud:r ie deeigned 

e•entuall:r to proVide a aonthl:r index of the • olUM of 

b1Q'1ng on deferred P')"aente, wh1oh at tiMe 1e an 

i~ortant bueineee factor. - lire. Ka:r 

9. 'l'eelr.lx aPProxigtione of the J'liB 1n4ex of induetrial 

produ.cUon. 

Project wae etarted during Karch and Will be cODpleted 

a.tter the relea .. of the new I'JIB •onthl:r index (now in 
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process ot rev1e1on b:r the rederal Reaern Board and 
expected out in one to three aontha). Thie pro ject 
1a dadgned to cSenlop an index ot induatr1al produc
tion that wlll indicate week b:r week the approximate 
level ot the FRB index. It wil.l i nclude a larger 
nuaber ot weekl:r aerie• than are included in an:r our
rent bua1ness 1nd1cee, w1 th weigbt1nge and eeaeonal 
adjuet11111nte approximating tboee in the rRB index. -
Mr. Daggit , JUse Rastall, Mr. 81111th 

10 . Coii!)OB1te chart on uneaploYMnt, 

This chart is designed tor incluaion i n the Secr etar:r ' e 
chart book. Data have been compiled and the obart ie 
in preparation. - Mr. Lindow 

Actyarial Problees 

I . Projects or studies coapleted 

1 . Retirement Committee ot the Preeident'e Committee on 
civil service Improvement . 

25 

This Comm1 ttee made a 00111prehenai ve stud)' ot the Civll 
Service retirement law, Ita report, recommending several 
changes designed to improve the present aervice, has been 
COIIIPleted and submitted to the President'• Committee. -
L!r. Reagh, Mr. Brown 

2. Civil Servioe Assembly ot the Un1 ted States and Canada. 

Upon request, tablea on annu1tiea, to be included 1n a 
pamphlet "Retirement S:retema tor Public implo:reea,• were 
reviewed, Karch 16. - Kr. Reagh 

Prepar a tion ot inter est tables tor uae by the State Depart
ment under the Foreign Service Retirement Law. 

The Foreign Service Retirement Law require• thet recorda 
ot contributions with interest be ma1nte1ned in respect 
to each individual coming under the r etirement law. 
Interest tables were prepared to t acilitate the maintenance 
ot theee recorda and to record the data 1n a torm suitable 

tor uee in actuarial valuations ot the t und. (Under 
the recent amendment to t he Foreign Service Retirement 
Act actuarial valuations are made by the Treasury 
Department) . Projeot wae abandoned because ot ditticult:r 
in adapting these tablee to etipulated accounti.ng 
procedu.re. - Mr. Reagh, Mr. Brown 
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Intereg 2n4 :hMift!ion eo~v,lee tor !!ural lleotr1-
f1oatl __ a.t_.!.tn __ a l•p_. 

!'be .. eahe41llee were p~ at the nqueet ot 
Kr. J oeeph r. Jlar1on, u. a. llelle.r1aent ot .&criolll t'lll"e, 
an4 were tran•1tte4 on llaroh 18. - Mr. Brown 

~-nt Oil the b~=l e. J051!., to prort4e an annu1V 
or lliy t, fiilo!:_ 

Oo.ment prepared at the requeet ot Mr. C. 8. Bell, an4 
tranaitte4 to h1a on Karoh ,0. - Mr. Reap 

6 , Qo_.nt Oil the bill e, "j§lio o 

~ of obaDgee propoee4 bJ' this bill as co~ 
with prorteione of the pre .. llt Oirtl 8errtoe reUre~~ent 
•J'•tea ••• prepa.re4 aD4 tran .. itte4 to Un4er 8ecretarJ' 
Bell on Karch )0. - llr. Reagh 

II. ProJeote or ew41ee 11Jl4er W&J' 

1, OaloulaUOil of Joint an4 8'!U'!horsh1p annu1t7 tablee. 

2. 

J. 

A reoent a~~endaent to the 01rtl. 8errtce reureaent l.aw 
peralta retired e~OJ'eee to elect a Joint an4 eur!1~r
eh1p annu1 t7 1D l.1eu ot a d.Jigle Ute annu1 tJ'. !'be 
Board ot Aotuariee lid euba1tte4 a •• -rtal.1tJ' tabl.e 
for uee in oo.pu~illg the aaount at the Jc1Dt an4 
eurrt~reh1p annuit1ee p&J'able under the aaen4e4 law. 
OOIIPutaUone han beell OOIIJ)lete4 tor the e:rtene1 '!41 

tabl.ee required tor th1e purpoee an4 the tabl. .. are 
bei~~g put in'!> final tora. - Jb:. Reach, Jtro. Bron 

BiS 0 

at :e"'uariee ot the Oi rtl lerrtoe Retirtae!l! ,,., 
....!L1lh_PUil4. 

'rbe Board of Aotuariee, ot wbioh the Gow: nt Aotllt.I'J' 
1e a -"r• appro.-4 tabl.N at taotore tor ue 1ll •
lleotioll wU:h tho Jo11lt an4 eiU'!1~reh1p opUou ot tho 
Oirtl 8errtoe Ratire•nt .&ot. !'be Board aleo preparect 
euggeete4 replaUone 1D oonnMUOil w1 th tho aaeD411ent 
of the 01!U 8orrtce JleUNMDt Aot. !he q~~eet1on at 
ap~ b7 Ule Board at tho !1:!:t1ou ottio1al.l.J' 
euba1 tte4 bJ' tbe Oirtl lerrtoe'"l• lll et111 
\llllbr conei4erat1oll. - Ill'. lull' 

26 
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froa Kr. Hosaer, Obief of the Office ot Fiscal and 
Budget Attaira, ot the State Departaent. Tbia work 
ia pending due to difficulties encountered because 
of the lack of basic data. - Kr. Brown 

27 

4-. Stud,y of horae race reaul ta. 

5· 

This study waa undertaken at the request ot the Legal 
Division, tor use i .n connection w1 th the Annenberg 
oase, 

The results or soae thirteen thousand horse raoes have 
been recorded on punoh oard4 and tabulated to show the 
financia.l results or betting under various syateas and 
ot following the selections of different expert handi
c appers. A repor t eabodying the reeults or the stud;r 
is being prepared. - Kr . Reagh, Kr. Brown 

Report or the Cirll Serrtoe Assembll ot the United 
tgtes aild Canada on *!l'be Retirement ot OOnrnaent 
____!oyees,• 

A first draft or the chapter on "Financing the Plan• 
is in precess of preparation. - Kr. Reagh 

6. Retirement of employees ot the land-grant collages. 

8, 1850 "To aid the Sta tes and territories in aaking 
p rcv1sions tor the retirement or el!plo;yses or the ll!.nd
grant colleges• wa s submltted by the Bureau ot the Bud
get tor ooamant. A report waa -de to the Bureau 
stating that further data would be required before 
a definite reco-endation could be made, - Kr. Reagh 

7. Actuarial Adrlson Coaai ttae under the Railroad Retirement 
lOt. 

The Railroad Retireaent Board bae eubaltted to the aembere 
ot the Aotuarlal Adv1aoJ:'1 oo-ittee a me.orandua eett1ng 
forth the proposed baeie tor a new valuation of the 
benefit• provided under the Railroad Retirement Act. 
The aemorandum 1e supported b)' nuaerous tables of 
factors upon which ooet setimatee have been baeed. 
Analysis is being made of the vaulation assuaptions and 
the procedure followed in preparing the oost est1~~atea. -
Kr. Reagh, Kr. Iroll 

8 . Tax 11t1gat1on involrtng the amount ot insurance at rials. 

Several informal conferences have been held with 
Kr. Warren F . Wattlee, Special .AB81stant to the Attorne;y 
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General., rega.rd1ng the aaount of 1nelll'alloe at r1u 
under a oontraot prond.1Jic tbat on the death of the 
1neured a eUpulated eua would be paid tor a period 
of twent7 reare oerta1n and thereafter tor the 
re•1nder of Ute. llr. Wattlee hae been pro't'1ded 
w1 th a proper bade tor dete1'111n1ng the a110unt of 
euoh 1neuranoe. AB&1atanoe hae aleo been g1't'en 1n 
t he preparation of a letter to the Prudential Lite 
Ineuranoe Oo~ requeet1ng oerta1n bae1o 1ntoraa
t1on neoeeearr 1n aaking a preo1ee oaloulat1on, 
rurther worlt 1s 1n aberanoe pending reoe1pt of a 
reply to th1e letter. - llr. Re118b, Jlr, Brown 

Other ProJeote or Sty!Uee 

1. Treaeurz Bulletin. 

Data were prepared or reviewed tor the Karch 1eeue 
ot the Bulletin, ae tollowe: 

Prepared-

28 

Estimated holding• ot Federal eeourities outstanding 
on June 30, 1939 {See page 2 above).- llr. Lindow, 
Mr. Conrad 

Average 71Blde of long-term Treasurr bonde and high
grade corporate bonde • - llr. Lindow, 111ae Z,re 

Renewed-
Aaount ot 1ntereet-bear1ng debt outetanding, the 
ooaputed annual 1nteraet charge and tbe oo.-puted 
rate ot interest. - llr. Lindow 

Eetiaated ouatou dut1ee and tu::ee, and 't'alue of 
dutiable and tu::able 111por te, b7 tariff ao~ulee. -
Jlr, Lindow, llr, W1leon 

Eeti•ted reoe1pte troa taxee t.poeed b7 't'&r1oue 
revenue aote on 1aporte. - Jlr. Lindow, llr. W1leon 

Computed dut1ee oolleoted, b7 oountries. - llr. Lindow, 
llr, W1l'aon 

Treaeurr or1a1nal oaese. - 111se ll1obener, Jlr, Lindow 

2. Otbr!r 11ate:.-ial tor publ1oat1on. 

(1) Galler proof ot arUolt on 'l'reaeurr operatione 1n 
the .&aer1ruont Yemook wa• renewed. - llr. ftolttoa 
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3· Correapondenoa, 

Repl1.aa were prepared to letters or lnqulry on aubJaote 
relating to the work ot the Division, and lattare 
drafted aleewhare and aubalttad to the Division tor 
that purpoea ware reviewed, - Klae IO.ohaner, Klaa Ziegler, 
and other a()aba re or the starr in appropriate fields or 
work. 

During Karch 291 letters ware received in the Division 
and 312 ware handled as required, 

4. Charta, 

Charta are prepared and oontlnuall;r brought up to data 
tor usa in aaaoranda and in chart books on apeo1al 
subJects, and cor reapondi.ng photographlo, photostatic, 
and aul tUi t b work is oa.rried on, Thla is dona in 
the Grapblo Section under the supervision or Mr. Ban:rae. 
A ata t1Bt1oal report on the work of the <h-aphlo Seotion 
tor the aonth or March is attached, 
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Work ._,l.w4 la tiM Oraph1o ... u., Dhlaioa ot 
a.a .... oh Uld lltatlatloo, llareh 1, te 11, lt40. 

Typo ot work 

Now charta • 
tot4l oharU. ._,1.- u 10 

Charta bro\ll!!t !1! to date1 
5 boDII ohart boolto ~ vp te date I& (tt..o) -All other oherta broupt "P to date 811 11 

MhcallaaaOIIA• 
total jobo 18 11 

PhotoJrapbo• 
Total jobo as liT 
W•bor ot-

llor;atlfto liT 100 
CODtaot prlAU. 81 Z8T 
IDlar~-llUI ea 118 

Photoatat11 
Total jobo 111 M 
W\labar ot-

Ltt.Uoralao ooploo 1110 z,ou 
.lll other oop1 .. '1'10 8U 

ll\lltUl th• 
Total jobe 8 
ll,..bor ot-

Zlllo plaU.o It 

M1ooou .... .,..., 
Total jo'bo I • 

30 

Total 

II 

a8 

Tl 

liT 
au 
l•U 

181 

Z,IIZZ 
l,lat 

8 

811 

• 
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B. 

Sta thtloa l Report OD 
Graphic Se<>t1on, Dlrlal on ot Re aearcb aDd Stathtloa , by ...,ntba, 

'ber;1~ January 1~. 

Type or ltork Jp. Feb. • ...... Apr. llo.)' 

Grapllio 
Jew obarto oaaplet.d. 41 52 52 

Cb&rt o broucl>t \lP to date 773 678 n3 

!loDd book oba.rto oOO>plet.d. 57 
8oD4 bookl brou&)lt "P to date 2<l( tt..o ) 25 

lliocellaiMO\ll job• caaplet.d. 49 11 38 

Pboto&rapllio 
PbotOIRJ!MI 

Total jobo 69 89 7& 
lha'ber ot-

ler;atheo 179 146 137 
Contact pr1Dto 192 947 lle9 
Bnlarr;-Dtl eo• 226 141 

Pbotootato• 
Total jo'be 137 101 165 
-s-'ber of• 

Litte r al .. coploo 2, lle1 <&64 2 , 522 
.ll1 other oopleo 781 868 1 , 689 

1Nlt1litb: 
Total jobo 2 • 8 
lhaber of· 

Zlno pla teo 65 66 89 

lUoce llaMO\ll t 

Total jo'be 9 

J\me fatal 

C..> .... 
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THE: U NDER SI:CAI:TAin' OP'THI: TAitASUAY 

WA8H I NOT0 N 

.lprtl 5. 19ilo 

'i'O ':Ill! S!!CRn.UJ: 

following 1a a memorandum of matters that haTe 
o:.,o up oinoe you were awa¥ and on vllich you l!lir;ht lin 
to have c report . 

Ccbluet l:Oet1n,o; on 7r1da,v. !'.arch 29th . 

Tory li t tle happened at this :eating . ':he President 
gan a report of Yellee' return, o&,y111f: that he waa 1aouing 
a otate .. nt thAt aft.e rnoou that there wen SCIZ sll~t 

prospects of pellco but the;r vero ney rl1~t . 

The Preoldont eaid to SecrotarJ• Voodrtng that the 
Joint Report which wae preeented t o the 1'.11Har.y .lftalrs 
Commi ttee vont over very well an~ aeema t o h&.e be~n reeei•ed 
with ~ome enthuola~. Mr. Voodrlns aald that eveeybod¥ 
seemed aatiafi e d 4nd he wanted t ho Preaident to knov that 
Senator Sheppard had been nry helptul . 

n.e Secretary then dhcuaaed at c o,.. hr~ hia 
anay re?itil1sat1on plan, on which he hoped t o ge t the 
Preai:lcnt 'e approYal . J. e11:1lar bl!l vat sub=itted laot 
year vMle 1 vaa 1n the ~et, and ae I recall, 1t 1a a 
oche~e to retire e number of tho hlsber credo of!icero at 
preoent 1n the oemco 1n order that the younger off1cero 
can be pro.,oted . n.11t particular bill bad a great deal 
of oppoo1 t1on in the officer ro.nko, 

lfallace only reported that hit appropriation bill 
vae 1n conference. that the vheat crop eot1•te vae 4ovu 
but ve ot111 bad IUJ"!'lUt oupplloo, and that cotton, in 
bit opinion, vould not ""n out of the country c!urins t ha 
co:oing year. 

Ml'o. Perkin• reported that tha Va«e• and !lours 
o1 tuation it cradually 1spr<>Ying and induotry and the 
.ldc1niotrat1on oeem to be gott1nc tocether . Sbe gaYe ooao 
t1guroo on urplo)'llent, but they did not appear ao important. 

32 
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:!o:>k of ~ rl ca • 

.La I e xpla.i:led t~ ~ OTW::' ~ ~lc;>ho2, the 
:c:....~trolltr' a Oft lee. ~ 2~tr::t1gn 1'1tt.nee Corpo:-a
~1on. &!It tl>e :lal:k of ~rlca a..-. in ~"'cUcal q::-e~:>tn: 
on t!te J..rt.lelea o f J.tGc:!.a~1.,.: CCTeri=t' t!:e ine-!"'ULe4 
e&:?~t&l for t bt &n;c:, ':Le ca;>lt.al vll: 1>e 1e ~ !or:a 
or ~12. 000, 00') pmerrec. &~ &:.4 ~lS, OOO, OCIO i n IU%'plu.a, 
or n to tcl. of $30 , 000, 000 a a ac:-ae4 "PP" . '1'hio will .be 
"" her~•• of ~~.500,000 lD <=£:;:ltal atock o..-er the l!aDk ' a 
orlt:in&l propoaal . ~ this pre!a::-rt4 atock to C<l"Ye~ted 

l:to """"""" atock tl>a acl: ' s capt tal aecount vl.ll oh~ 
S62,'JOO , OOO l n co-=oz. st.eck a:4 S.C.Z, OOJ, t:>OO in surp!ua 
&cco'!mt, o::- a t otal o~ SL<~~> ,ooo.~ !o <=£pltal ..n.tch vlll 
be fro:e n and vblcl: call be ~ ~'r o: conn l>t of the 
Co::pt:")ller. 

Oea.D li&t.ea 11. aUll .,.,:id.~ o~ h!s re:;»ort, which, 
I =de r::and, vlll be =!.e: ed vi th1c ~he next fn ~·· 
I do not bello·oe 7"" han a et his &:>t 1 ·~at t.!lat ;rou 
see hi= 'before be le.e.nr t:e "=--re.a.a'Ur'1· l a!:~ mre he voulct 
l~~ to :tct you • 

.I.e ! hld 10'1 CTe::' \:oe U'~ne, it ca::e to O'IU' 

a t teDt1on \hrouF E£..rey ~"'UJ.cc' a ~=ent 1.n Ute r ew Tori: 
;t::U:a...-iea fo:: nosbatlcn as u~te t!> tll.e ecmTutloa that 
E&rry llw'nJJic ht.! ~rm ~~~ 'Ua ::;&» t o co o: tJ>o ballot 
rltbout rea1cn1~ as Collector ,, ea.~. which ho tl>ogpt 
Y&S a Tiolatlon Of tho :O.tcl: J..et. \re iD t.!le 7ro&.U.!')' feel 
t hat he bad <riolat ed th e =atcl> kt &!>d t hat 3arry should • 
so~it hi t realrnat1~~ e:feeti Te aa of tha close or bualntaa 
~udaJ', .l.;>rll 2 . 

J.tt~r tal.:tlllt; vi th 7'01l = the ttl•J?h,De tl>&t U;r. ve 
calle~ l!art7 on tho ~ &:4 toU U. that we !eel ha voald. 
eo!>e =!!c r tl>e iiatch A::t &.:4 that , CUe '" n~V"'U•4 1 t ,...,. 

BUC!>, ve thogpt he oho'!W! r.>llalt hh rea1pat1on to the 
?reeld.ent S..0.41attl7, e.f'ftet1Ye aa o! the close ~ ~.;111e11 
tl:.at 481, in o ::der t o •nld .,q crlUclaa of hio action or 
;>Uttl !lj! t he Pru1dtat 1D a :;>oal u ..,. ...UI"t he .. 7.114 han t o 
:re50Ta hi• under the S&t ch J..et . llarr7 p:-ollioed that ~ to 
sub::dt hit reaipation bJr tole,._,. tl>e next -rn1!14! atteetln 
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aa or the cl ose of bua1neaa t he previouo day . He did no t 
do this , howeve r, nnd In cont&ctln~ hi m the next day he 
told uo t hat i n talkiftt to ~d flynn the night before t hey 
hnd decided not to aub:nlt hlo reale=ti>n unt il he had aeen 
the Prealdent , whloh he hoped would bo on li'rido.y i n 1.1aob1ngton 
or over the week-end In Hyde Park , 

I cal l •d Steve Early an~ told him the situat ion nnd 
t hBt I wno oubPilttinr • lllo'Do randUtl to the Pruldert on the 
= tter . l'.e l c:...,.,<!iately conferre~ with the Presl d.ent and I 
receive~ telephone irtatruct\ont to contact Barr~ Durning 
•nd t~ll hi .., t hat the President did not .-a.nt hilll to reale;n 
&.1 Collecto!" o! Custo~t but that h-:.- v~ted h\m. t~ rede-n aa 
a ~tlegate t, tbe convention . ~t Preeident &!to aai~ to 
tell ".!" L>,.,t he vo.nted hill to vr1te t ile Sec retar)' of the 
~reesU~/ on "ednesda.· explnlnln, thet he bed allowed hie 
Tls.::: to go on !.be ballot vi th adv1ce o! cou.ocel t !:l.at he d14 
not eoze under the Batch •ct: tt~ t he finds now, b~ve•er , 
nfter beioc elected, tMt t"'e.t 11.dv1ce vas ~~r!>n,e:; am~. he 
t..ere!ore !eels thnt 1 t h h la duty to reo! on aa a dol eee,te . 
lla rr;• and ;;:d n ;= ohould th~n cnll the llec t ion Co1:1~1! • t ee 
to~ether ud a7:'o int cooc .,no to DUbatl tute for .:!ar :-; ac a 
deleeato . 

~d Flynn ealle~ ~• th1• morn1Df ~nd oe1d that he we• 
t n touch with llar!')' nnd the. t he pro'b•bl:r 11ould rcalgn aa 
dele~ate but he (~d) wanted to talk to the President fl r ot 
and ht thought he otrht re t i n toucn viti! him eooe t loe 
toclt!y. He said he ..n\!1:1 all "'" bhe.< later. 

~TT;' called later • •d "'!d he •·~cl.d oullo1t t o4AY t o 
Jia rarlc7 his reaign&tlon aa delecate and aen~ ~ 3 copy 
?f ht o letter. 

"{ro . Do::le and i ' r . Ca.rmod., ~&ve accepted your 1nv1 ta
t ton to lunch •t one o ' clock on ~·~· Colonel Herrington 
~c~ elao accepted. but aaJt thnt vhetht r he can be here v lll 
d.•pcni u~on a l a ht~ri OP. boforo tho Appropriation Co~~l ttee 
of the Rouse . Ho hno been up once and expects t o gO up ~n1n 
on P.onda:f. and ho?<G t}~t w!ll be ! l ne.l, but he ~ay have to 
be the re 0£&1n Tuee-lcy, In whi ch e&oe he •·Ill ndvhe 70u 
Tueode¥ lllo rnl ng . 

The copl ea or tho pc,ero whi ch you l eft el the Whi t e 
House eont3in1n~ a ru~eotion that the ne~ relief b i ll contain 
a. proYi G:ion vhe reb: crant.a ot not t~ e xceed 41.000 ,000 aay be 
made !or z.elf-hclp cr"'M1:a.t. 1one, art att.Qched. h~reto . 

\ 
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Cabinet l!eetinc; on J'ridy, .ol.pril 5. 

Vory 11 tHo happened at to~'• Cabinet l'.eeUnc 
excep t that two 11attera """'" up wbiell wore of interut 
to tho '!'roaoury. One was that t he Prooldent oaid he wao 
very much inte reotod in the receipt ficureo that I bad 
gi'ren hi 111 a few ~o ago and that he wanted to call a 
conrerencc about 'l'ueado,y or 1/ednoado,y of noxt vuk with 
you, Lauch Currie and Harold Smith to &• over them to 
see "hether he ehould send a letter up to Congreso 
adviain« it of nov oatloatea . I told hi• there ·~• quite 
a b it of interut on t he hi ll, parUcularly i n tba 
Appropriation Co,...Ht,ee and tho II0¥1 and Moans Co,..ittee, 
a_nd 1 •hoUO>t he should •end ouch e l etter. Otherwho, 
there wi ll continue to be opeculation on both the receipto 
and the exponditureo. 

!he othor oatter t hat C<IJ!It up vu concerning a 
conference t hat Secretary Wallace hod with a newspaper 
man . The newopaper man told hi= ht underotood t he Treaeury 
wao ll'ivllljl; aorioua consideration t o the 11uestion of further 
devaluation of t ho dolLar and t hat &«ricultural exporto 
were involved. 1 told the Secretary that I tho11gbt thh 
was no more thAn the usual rumour which was conutantly 
floating around. '!he President added that 1t probabl.l' 
bad oo•ething ~o do Yitb the free and official ra~•• of 
exchange or Oreat Britain which bad bean d1ocuaoed i n the 
J>&!>er duri 111 the paot week and thet h• expec~ed ~o ban a 
conference on ~hio on Tuecday when ho returned fro~ RTde 
Park, at whlcb he waul.d l1l<e 70u, Secro~ary Hull and 
Secretary Wallace to be preaent . He oeld that 1n the 
meanti01o he had aoked the Treaour.r to do notbi~ about 
iaaulng inotructiona to ita Collector• of Cuotomt. 

Secretary Wallace railed m> thor e>&tter, which bad 
cooe to him thro~h ~he aaoe newopa~er 111&0 , and which wa1 
also no .... ~h&.n a nmour, The newopaper =an eaid tba~ 
he underotoo4 ltal7 vas w1 thdrawilljl; .Ul o! its balancu 
held in thh countrr and he wanted tc lmov it Secretary 
lfalLaco bad any knowledge of that. 1 told the Cabinet that 
I had no lmowled&e of Italian balancoo being withdrawn , 
tbat I had aeon no incllcation of it i n the dail.l' reporto 
aubal.tted to my deelt. The Preei4ent oai4 1t ohould be 
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looked into, however, as it mieht have im,ortant politi cal 
conaequenceo. Re asked me to atart the ~aehinery going to 
ascertain vhother there he.d been any bnlaneea vithdrawo. 
upon ~ return from the Cabinet meotinr, I a sked Mr. Cochran 
t o loo~ i nto it and he will havo a report for you on Monday. 

Piuncing. 

'J'he YO!"ki"'! b&lance in tho CIDOraJ. fund &t the clooo 
of bu~ineaa A~ril 3 wns $1, 699 ,000 ,000. '!'he nov receipt and 
•xpen~tureo e~tiMtet ~ve a aomavhat different picture than 
ve had a Mnth ago . llitbout ..,y ncv fiii&JlCi"f by the 'i'roaonry 
or Gonrn'!lent corporc>tlona, 1t 1a aatlCI&tec! that the vorlti04 
b&Unce at the end of Juno would be about $800,000,000. I 
had or1tinally planned thAt ve vould aoll $150,000,000 of 
R!'C notes in V.ay , but Y.r, Jon eo advhoa me that e.t t he p roeont 
ti~e he d~~c not feel he will need any money for soae time to 
come. Their repll,}'llMinte are mo re than :noetin~>; their loan 
requlre:t~enta . ',fe could. t herefore, if you so desire, uae the 
~.ay 15th tate to refund tho 3-3/~~ bonds •~turing June 15th. 

It vill be necessary t o reioo a oubatant1al auc ot 
money in July to meet t he requirements of the Commodity Credit 
Corporation. 'i'hat orp.llhat1on v1ll need ap;~ro:d...ately 
$300,000,000 to run 1t from Jul:r through to the end of the 
year, and it will need moat of it i n Jul1, A~t and Septe:bor. 

H looks n,.- aa ~hoUO> we llicbt be able to go through 
to Deeeeber 31 vith aa lit\lo aa $400,000,000 additional eaah 
for ':'reasu.ry account.. 

'!he pre~ent balance of borro'rlnt' power under t he debt 
11~itation i o $2,267,000,000. On \ho eat1~te of \ he caah 
poa1tion ~or the period endin& Deeeeber 31 on the baaia of \he 
re91sod eatica.teo, it apponra thnt we ~Y have as much a t 
$lf50,000,000 of borrovin,o: power left on J&nuary l next . 
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THI: UNDI:R SI:CRI:TARY OrTHI: TREASURY 

WAaH tNOTON 

April 5, 19lio 

TO 'l'llil SECl!llT.UtY: 

I .., attachiOC hereto a ropo!"t 

Nda b;y .l.rchie Locl>hnd ln accordance v1 th 

rq telephone req,ueot. Ho Juot caUed u 

on the telephone and said tbat it aigb t not 

be as fOOd a report ao :you wanted, but there 

really 1o no tactual 1nto,.,..t1on on the 

aubJect. The =eJDOrandWll reo.lly con tal no 

opinion• of tho operators ln the foreign 

departmeo,ta. 

Encloouro 
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HIC LOCMHCAO ... , ...... , 

UNIVERSAL TRADI NG CORPORATION 

Aprll 4th , 1940. 

lion. Denlel W. Bell 
'CIIder-Secretery of the Treeeury 
Tre80ury Depert...,nt 
r.eehlngton, D. c. 

Deer Den: 

030 P'lnH AV&N UC 
NEW YOIIt K, N . Y • 

Following our recent telephone conversation , I have 

=ode calls on the operating men in tha Foreign Departmente ot 

various New York benks who would ba in position to give an opinion 

on tbe questions you reieed. 

I 8Jll enclosing herewith a 8\IIIU.ry of t hese con'fer oetione 

end om eloo enclosing oeper ete copies ot the opinions ot several 

ot the couersations with particular benl<a. Of course, I have not 

tried to oonr ell the deteU. but hen simply endeavored to give 

you a general idee as to their opinions . You will nota that they 

ell a re t hinking along about the a8Jlle linea , eltbouah the;r aom&-

tlmes express their opinions in different language. 

I trust that this materiel ia along tho lines you desire, 

I remain 
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<\prU 4th, 1940, 

TO: SECRETARY l.!O!d!m~AU 

!'R0\1: ARCHIE LOCHHEAD 

The rollowtna ia a aw:mary or the opinions or roretsn 

Jxchange otrt cials or ver10U8 bank• in diac~aaiona bald with thea 

4uring the peat raw days. Short raaUMa or conversations with IIOOla 

ot tha partic~er bellka are attached hereto. 

I. None ot the bonkS have oa yet observed any partic~ar 

transactions wbich were created by the lo~<ering or the tree rate or 

ctcrl i ng . s~ticient time hoe not yet elapsed tor such transoctiona 

to be cl•ored through the banks . 

II . Most ot them reel that Britoin hopes that the tell 1n 

the tree starling rete will enco~a• British exports end cut down the 

~portation or nonasaentiala, but do not believe that thia will tae~t 

to eny areat figure, nor that it io tbe reel reason tor the drop 1n 

tba tree starling rata. 

III. They teal that axporta or the U~tited States will 1.'1c ... aee 

to Crest Br'.tain, and thnt lmports will be smaller despite any ax

change rate , owing to the dependence or Craet Britain on us tor various 

ita~ which Co!lDot be obtained elsewhere, and that the volume ot p~

chaaea will be dictated prtmarily by their wartime naeda rather than 

any rete or exchange prevailing. 

IV. It ia not thouaht pooaible tbat Great Britain can creaUJ 

increase her export• to the Uni tad State a bJ a dapNC1at1on 1.a achaJlC& 
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eo the produotiYe oapeoity ot bar induatry will moatly be token up with 

""r or4ers an.d the natural tendency tor o riae in the intal'll&l prioa 

l onl will orr .. t, to 8 greet extent, tbe adnntage pined by tha 4apra

ctattcm i ,n ourreaoy. 

V. The ohiot pointe whore the etteot ot the depreciation will 

probabl:r 00118 will be in tho neutral Mrketo , partioularl:r south AMrioa 

where geino in trade which the United Statao might obtain troa tbe in

ability ot Gerl1lally to aern these markata, uy be ottaat by the adftDt

aga Britioh exporter• will gain by a dapreoiation in atarlias. 

VI . The ertioleo in wbioh Great Britain bas a preotioal mono-

poly, -11, Whian:r, ture, jute, rubber, tin, will not be anUable 

at the tree rote as ~and consider• tbooe ao foreign exchange aaaete 

and will make tbe 110rld pay tor them at their gold Talue. It u da

nlops tbat any other articles assUJIIe any real impor;tance, ltnaland will 

not hositGte to add them to this liat. Tbeao exports constitute oreat 

Britain' • uin aouroa ot current torei.gn exchange, and they wioh to re

tain thia toreign exchange tor esaential war purcheaea 1n toreign arlceto. 

By allowing the tree rata ot exchange to drop, thia will preTent diaoi

poti.ng theoe foreign exchange asoeto. 

VII. '!'be real odnntage gained by oraat Britain in allowiD& the 

epread between the orticial and the rr .. rote io tbat it tendo to treau 

balances bald in Jln&land b:r toreignera, l'oretaMra naturally beaitata to 

repatriate their eterl1J2& balanceo wban they han to taka the loea he

tween the ortioial and the rr .. rate, '!'hie oleo hu e baariJ2& on any 

halancoo created in lngland by her purchaaaa in other countriea ot acri

cul tural product a , A oaae in point 1a the Araentina where they are aell-

112& a conoi4arable uount ot agricultural product• to IJ2&lan4 on apparent-
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ly favorable torma, as they naturally tend to figure the price they re

ceive on the ottloiel rou. Argentine, bowover , now finds that she Is 

building up balanoea in London which Britolo will not allow her to with

drew : t the ottlcial rete, and she cannot tlnd articles In Kngland wblob 

are needed in the Argentine 'tO use u;> theoe balances . Argentino Ia , 

therefore , tnc od with the altornetlvo or t aking a loss 1t they transfer 

the coney fro~ London , or or leaving tho money In London, In wbioh oaso 

sbe i s practloelly lending England the tunds derived t~~ tho solo ot 

her producta. 

VIII . l~at or the bonks ere alerned not so ~ueh by the deproc-

ietion 1n currency, as they are by the large number ot eo=cerclal treat

le• which England Ia otteeting all over the world end which thoy tool 

are or greeter oonse 1uonce to the United States commerce , not only dur

ing the wor time, but for 30me yeere to oon1e , than any depreclotlon In 

tbe sterl ing rete. In otnor words , they reel tbet England is aaopting 

eYery fea~ure or a cloaed economy and art1!1c1al trade res~r1c~1on 

which she crltlclzed so strongly when they were used by Germany. 

IX. There was e strong suaplolon that the drop 1n the rete ot 

sterl1ng I s tho first move in the effor t bY crest Britain to break d0\'111 

the 1ohnson Aot . In other words, tbe drop 1n sterling will rocus the 

ottentlon or oeot1on~ In the Un ited States which have ortlclea they wish 

to sell in Bngland but teal they oro at present prevented rroa doing by 

the low rete or aterllng. By Croat Britain • a action in only purcbeeing 

oenutactured artloleo hero, and refusing to buy agricultural goods , on 

the plea tbet they do not hove autrlolent tunda tor both , th• support or 

the egrloultursl grouPe may be obtained to obtoin a market tor form 

products . 
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COIIVERBATION WIT!! !lANK 0~' J.!AilHATT~ COhiPANY 

(ur. Shubert , Vice Preaident end Ur . ~reo 
Asaistent Viae President . ) 

Do not t hink tbst the old theory of deprecined exchange 

will in itself create tnoreble trade bolanoea Wider present .. 'Orld 

conditions. Do not hftvo any ev14ence trom their c~atamers' trans-

actions that deprooiotlon or exchonga has created any bueineos . 

Have had more orders to •ell sterling than to buy. Domestic customers 

tronsactiono have about balanced, but heavy aelllng orders of star-

ling bsve been rocelnd fro• SCendinnian and Far Eastern countries . 

Think that it wor cont!noes even the present level or $3. 50 tor tree 

sterling i s too high. 

From oonvorovtions they hove hOd with English friends oc.me 

the impreanion that England would take ell poaaible steps to oonaerve 

foreign exchange end obtain edditionol foreign exchange Wberover 

possible , f'oel that Great Britain Is actively '110rk!Jl8 to make It 

possible to borrow money bare by creating popular sent~ent tor the 

repeal of the J"ohaoon Act , Think that ell roreign trade will be 

disrupted throuen being rorced into unnoturnl cbvnnels by speoinl 

arrangements and treaties made by ~mrring nattone. 
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CONVEllSATION VII'l'H BANIIERS 'IKIS'l' COMPANY 

(F. A. Klingamlth Aaalatont Vice President 
and c. J'reygel , Vice Pr .. tdant.) 

Flnd that purcheooa ot sterling by their ouatomera ln 

recent week or two not ceueed by addltlonel import• tram England , 

but rether to coYer or short positions against artlcleo preTlously 

iiiJlorted. Also find trca oustoctera 'llbo hod oold aterling tor tuture 

dellnr:r u a bedga agoinat tbelr accounts recelnble 1n London, are 

now co•ering 1n order to realize their prot! t . '!'b1nk tbat tbe ad-

Tantoge to England or a depreciated exchange ln lto ertact on experts 

or tmporte ie moro tancled than real . Underot ond tbot England ls 

blocking the remoTal or rorelgn belance~trom London 1n aa tor ae 

possible, ln order to preTent depletion ot foreign exchange resources. 

Think that Britain will buy just aa much ln tbla •rket as they bOTe 

funds to coYer. Further purcboaea would depend on increeaad azporta 

rroa !naland, or funds made a•oiloble ln tbe UDlted states by credits 

or loano. Think tbot too 1111ch ampboata should not be placed upon tbe 

etarltaa block aa preTloualy conce1Yed, aa countries formerly con-

sldered in tho eterltaa block would only remain on sterling boola ea 

long eo it sutto tbelr conTenlonce. Countrlee not entirely dependent 

on England tendtaa toward dollar exchange, and only ones held to 

England b:r otrotegic reooona or apeoial trade trootlaa will uae eter-

ling •• beals tor their prloea. 
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CO:~TIOll \f1'1'll C!WIE llATIOliAL BANK 

(S. Stern, Vice President end Kr. 
Wallace , Usnager or Cbaoo Bani< , 
London ott ice . ) 

A very tow articles make up tho bulk of Britain ' s foreign 

export, and they can easily require payment tor these exports i~ 

toruign exchange ot the rete or $4.02. 

Prices in Britain have boon rising, the recent rise being 

estlmtod at about 17~, >lhlcb takes owoy e great part ot the odvont-

are to exporters trc~ the rocent depreciation 1n tree sterling. 

British authorities not quito sure or exact aoount or 

foreign boloncas 1n London, end atr•ld if tree rate brought up t o 

e4. , 0 largo outflow ot funds might reoult . 

Once Gr eat Britten decided not to support exchange , and 

to enter into special trnde restriotlons , they are goi ng into tho 

whole subject 1n e thorough cold- blooded manner end restr ictions are 

likely to increase rather than decrease . Present r ate of exchange 

not likely to etlaulate exports autt1clent to create foreign balances 

or any Importance unless illpllltonted by special export bounties _, or 

other artificial sticulants , and teal ouch steps Will be taken ea 

soon as they can be dec ided on end put into e ffect . Thi s is a lire 

or death atruggl e for England , and they will take every step nee-

esoary to furnish them with mater!ol a and orodita necessa r y to 

corry on the wa r. 

4{ 
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CONVKIIBA'l'lON 111'1'11 OIDDIIC.AL !Wilt AIID TRim CO, 

( N. B. J'aokaon, Viae Prea1dent,) 

So tar ban seen little arteot on export or import trade 

oaulad b)' depreciation or tree aterl1na. Reaulta Which 'IIOuld 

ord1ner11)' follow th1a atep obaoured b)' wr oonditiona and apeo1al 

arrena-nta between nriouo countrie1, 'l'h1nk llllgland will hen 

ditticulty in knpina internal price lenl low enough to obtain ~ 

real a4nntase l'rca depreo1atad exohell6e, 'l'h.1nk people ere tendin& 

110re and more to Talue artiolea in tenu or other ertiolea inatead 

ot in tei.'IU ot 110ner or torei8'1 exchange . In other 'IIOrde people are 

proeparoua or poor not in teru ot money, but in oonorete gooda, 

Peel that retea ot n:chell6a extrche only e unor oontrol in the 

abaenoe ot tree trade and under pre1ent r .. tricted world trade, 
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CONVERSATION >II'l'R GUARANTY TROST OOIIPANY 

(Kr, Loree , Vice President,) 

Do not thinlr depreciation or tree rete or sterling 'Ifill 

han any greet effect on ou,r foreign trode, Greet Britain wUl J)Ul'

chase necessary article• which are only obtainable in tbe United 

States, Controls will prevent , in as fer as possible , Britioh firMa 

tram buying any ncnoeaontial articles, They will continue to obtain 

as high e ret e cs possible for the goode on Which they have a mono

poly, such ea tin , rubber, ate, Other articles Which they ooy be 

able to unutscture for export 'rill not add up to any groat aDOunt 

ot foreign exchange. It does not sa• possible that, nth ..,.t 

industries being drafted tor war re.;uiromonts , that there is "117 groat 

aoount of productive reaources which could be devoted to making arti

cles tor export , It any greatly enlarged export trade was developed , 

t he demand tor oterling to pay tor these exports would tend to narrow 

the rate between tho tree and ofticial rote. 

Greatly concerned over special trode treaties such aa tho 

recent Argentino and Ureguay errongemante. Also ala%'11e<! over What 

etract on world troda will be caused by the tendency tor greater .French

Anglo cooperation coopera tion in the economic field as well eo the 

militiary, Between Engliah and French colonial pouosaiona, they con

trol s groat nuaber ot otrotogic row Mtorialo, end 1t they c<abined 

their reaourcea in tbie tield they would haYe a l arge control or 

world trade. Do not t hink United statea can otter any competition to 

tb.ia typo or control with the exception ot tbe granting or loana 

either goYernment or private, to neutral•, and eapecially South 

Al!lerican end J'er ! eetern cuotc.era, ee credit 1a a sr-ter tn4uo-t 

then any oxohenge rete, 
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COIIVEJ!SA'l'IOII W1'l'H IR'IIIIO Tlll1ll' CCIIPA!IY 

(llr. Brugger, Vice Preaident.) 

'!'he only ettect or tbe depreciation in the tree eterl1ns 

rete whlob they bave obaerYed eo tar bee been to decrease their roreisn 

exobense busineaa. 'l'bink that undoubtedly English will obtain advent-

sa• in increased uporta and decreased imports due to the depreciated 

excbense, but a lower rate in ltaelt wl.ll not procluce aey great aJIOunt 

Of DeW bUaioeae, 'lbink that tba etteota Of ftObanse r8t8S OD fOr&isn 

bualnus greatl:r exassereted in • ""rld tbat baa turned alJOOst entirely 

to oloaed eoonom;r. Think that tbe lower1ns or tba excbanse rate Ia 

only the tirat end probably temporary errort to p romote trade whiob 

will be rollowed by stricter oontrol by prob1b1t1ns imports at any 
• 

price, and likewise forcing exports by any means possible, 

'l'bink our exports or war ooa odltiea will 1nereaae no 111o0tter 

what bappena and that tbe export or otber COIIIIIIOdities 1D whlcb wo a.re 

pertioularl:r 1otereat ed will depend on what oredlt dlll2lld8 "" will be 

able end willing to grant, 

so 
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! rea\7 ot Co- u4 IarlpUoa u4 toor uchaape ot leUen wre 

h4q -u.ou17 raUtiecl liT tbt Iru.ha :raru-t. Jaaecl oa •-' t&TOl'ecl 

uUoa tr .. taoat -ept llhlre rlcbh are ola1M4 'IIA4ar a ....... , uioa or 

ua4er treau .. bet- llaaala aa4 Jal.Uo otateo u4 J'illl.aa4. Bonet -rcl.al. 

repreoaatauon ia Iru to ujo7 U:pl-Uo ataha u4 prirlbpo u4 operate 

1a tbe - ot the Sortet Gonrueat. Shall baTe r1cbt to 4aal with prl..Ue 

II'IIAlall aorohallh u wll u Gem.,_\ ac-l•• 'lnlt total ool4 ohall aot ~ 

oeecl total boapt. Ann .. ] '1."'0\a lo to 'be tlxecl u4 wl tb.l.a tbb '1."'0\a \rau

aoUoao ohall 'M ~ troa I....U.. eqorl oenltloatH. luda oball laan 

tbe rlpt to eotulloh 1a Ira peoliae t llllac otaUoao, ta*a ..a otlaar 

'lnlll4J.ace reqnlre4 tor lale ot :petrol- proaah. llaaala cruh oa M8ll et 

reolprool\7 tree trualt to Iraala &804• ot .. uiiH to _,. thlr4 ooaatr7 •• 

traul\ ot aoa Irulaa coo4• 11 llaltecl to 'bo" orlc1aa*tac la -trio• baT

lac tr .. t7 r elaUou with tru • .An8 ...a .uuoao are eabolecl trca truel\ 

tllreoaP eltber oO'GA\J!'T. I&UtloaUoao to 'M •J:IIIbucecl la ICoooow u4 t~ to 

~ la toroe tor \ilr'M ,........ 

0.. of \be leUaro prowltea that MUM&lo till thll'll -'rleo Mrritlc D 

ftiMle or la :perle oa tbt Cuplaa lea ohall .. , 'M pualttecl to ue tbelr p~~l

UD tor pupoeeo ~no ...,. at thlolr oenio.a. !ha aua.r lntera teal 
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wUb r.preont&UOD 1a tile oCIIU"to, tnUMib 111111. Hpl&Uou ~l"'C 

t oellaloal 4ota11o of tl'lllloportatloa 111111. traalt. 

1 U.U •-' la a lator toll~ 

CD 
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PA!W'IIlWII: or m IO!W( UOEIVJ:D 

nwx: A8er1can J:.baee7, Parle, France 

DATE: April ~. 1940, 7 p.a. 

xo.a ~ 
J'Ol\ 'rHJ: 'l'RUSURY DEPARTMEHT, ftlOX KAT'l'REII'8. 

53 

Tbie mor~ I dropped in to eee the Bank o~ Ital7 

repreeentati<re, Pennaohio, While barel7 hie cheerful eel~, 

I thought he wae eoaevhat depreeeed, partioularl7 OYer 

t he ponibUit7 that tba blockade egatnet Ital7 would be 

tightened b7 the All1ee. 8o tar, be ea1d, hie countrT 

had no inforaat1on o~ aD7 epeoifio meaeuree to that end, 

but he expected that the 1mportat1on o~ raw aateriale 

eeeent1a1 for Italian induetry would become 1noreae1ngl7 

difficult. 

Pennaohio told ae that nuaeroue French triende o~ 

h1e tried to pretend that Ital7 vae mall:ing plent7 o~ aone7 

out of the war, and thie wae not at all true. He ea1d 

&&n7 faotore offeet the profit, and 1n<rol<red a eerioue 

llal.adJuetaent of the whole Ita11&11 econo87. '!he ei tuation 

vae not fa<rorable 1n Yi- of inoreaein& traneport 41f~1-

oultiee and delaTe, ae well ae the obYioue ~aotore euoh ae 

ehutt1Dg oft of tourht re<renuee. Be eaid that prioee in 

Ital7 are going up deepite all the7 can do, eo that reoenU7 

tba7 had to inoreaee wagee. 

Ae for the pouible tightening o~ the blockade, I 

reaarll:ed that I aeeuaed it wae not the intention o~ the 
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Al.llea to handicap Ital.1an induetJ"T through exclusion of 

illported raw aaterial.e it the:y were conTinoed that 

54 

Gel'11Wl1 woud not get the exported tiniehed product ae well 

u such raw mater1al.s themselves. He replied 11'1 th a em1l.e 

that in praotice it was ot course very difficult to work 

out the proper detail.ed mecban1em containing adequate 

guarantees, which wae among?the factors that made the 

Ital.ians somewhat genaral.l.:y understood. 

As tor the politioal relations between Ital.:y and France, 

Psnnach1o said that Re:yhaud had had tal.ks with Ambauador 

Guarigl.1a, and in spite of the press rel.ations between the 

two countries were •none the worse•. He added that there 

bas however been no 1llproTement, and general. agreement has 

giTen nothing but words, not acts. Reference, telegram of 

March 1.5, No. 348 trom the Embaea:y; Pennacb1o bad stated 

at that time that he hoped tor soae initiatiTe on the part 

ot France to improve. relations between l'ranoa and Ital.:y. 

Re:ynaud he said is sending a Frenoh representative to 

prepare tor the 1942 exposition in Roaa. Pennaob1o 
,..., 

couented that Re:ynaud writes a nice article tor the Ital.ian 

press one da:y, and then the next da:y Farinacci epi te. 

END S!OTIONS ONE TO FOUR, INCLUSIVE. 

MURPHY. 

J .. _, > 
!ll 
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PARAPJ[II.A.8&, SEC'l'IOII!I rift '1'0 nrftD, IICLUI!Irtl: 
'!'ELIGJW( 110. ~ or .A1'l\IL II , 1940, J'IIOX PARIII 
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Pennaohio ea1d that he diel1lted the" pren pole-loa, but 

we oould ••• the;r had to oater to extrn1et op1111on to eoae 

extent. He ea1d that I oould be eure of one thing - that 

everything pose1ble would be done by Italy to ll&inta1n peaoe 

in the Ballt&De. He expressed doubt whether at the p resent 

tiae Ruae1a would malte &111 •o•• towards Be .. arabia. He 

described ae 1e1ll;r1 the Geraan - plus Italian - preee 

c ampaign reg&r<Ung the famous IB&P ill the office of Re;rll&ud, 

but still eeeaed a l ittle dubioue. I told h1a that in th& 

photograph in ILLUSTRA'1'IOR I vae the third p ereon - he 

had not recognized me - and that I ooul d gi•e h1a aeeuranoe 

that the map vas nothing but an ordinarr pre-anaohluee IDIP 

of Europe vhioh for many monthl had b88n in Rernau41 e office, 

and that 'during the illter...1ev with Kr. Welles th& aap vu 

in no vey d1aouaae4 or alluded to. Pellllaohio aeeMd to be 

definitely r elluad on h.earing thie, and &llDOunoed that 

h e would imaediatel;r 11lto1'11 hie Oo•ernor. Rovner, h e vent 

on that whether or not the .t.l.l.he aotuall1 had the large 

a1litaey forc11 in the region of S,.ria vhioh were at t ributed 

to thea, hie 0o'9'ernment vae quite anx1oue abou t the poeei

bilitr of an Allied ao'9'8 i n th& Bear Eaet. 

AI for t he duration of ·Rqll&ud1 e OoYernaent, Pennaohio 

, .... 4 to b e eoanh&t 4ubiou. I gathered that it would not 

be diepleaeing to h1a if 1t did not hold up , a1thoacll hi 

did not •ar eo ill eo 8&111 vordl. 

Pennaohio 

Regraded Uclassified



56 

- 2 -

Pennaohio thought that the internal financial situation 
ot France waa exoell.ent and ea1d 1n effect that the optia
ietio statements of Frenoh bankers aa to the flow ot 
eubeoriptione to armament bonde could be dieoounted, but 
it i a shown oonolueiTel7 b7 statements of the Bank of France 
and other facta that a Tery high rate ie being maintained 
tor the eubeori ptione , and euoh faote are accurate. Pennaohio 
did not eeea to haTe ant figures tor euoh eubsor1pt1one, 
but in the telegram of April 1 , No . •17, from the Embaae1 
I reported that the present rate taoh aonth ie approx1aatel1 
10 b1111on trance; this aaount in addition t o the aore 

than 5 billion trance in tax returne would oomtortabl7 oover 
tba current war outla:r of France 1f i t hae not gone too 
far be7ond the 500,000,000 france per da;r wbioh OoUTe de 
Murv1lle mentioned t o me aoae weeks ago; refere nce, tele
gram of l'ebruart 9, No. 190 fro• the b baeq. 

!or the t1.Jie being, Pennaohio thinlte, the ~ard trend 
ot prioee here hae been large11 halted. However, he 
bel1evee that the preet1ge of the pound has autfere4 troa 
the eliiiiJI on the tree aarll:et. He wondered whether t he 
frano would baTe remained t1raer if it had been unconnected. 
Reterenoe , telegraa of Xa.roh 15, Bo. 348 troa the lllbaee,; 

Pennaohio referred to hie preY1oue poe1tion that to be 
euooeeetul exchange control would haTe to be enforced 
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ruthle .. l;t and rigidl:f or the rat .. would drop aore 

.. riouel;t. Be added that he could not ne that the Britieh 

would block toreign eterling aooounte, that the international 

banking poeition ot the City would eutter consequence• too 

He had honnr not 

noticed anr~ng to indicate that the Br1tieh intended 

deUberatel;t to encourage a lower pound 'f'alue tor co~~peti t1'f'e 

export reaeons. It he telt there were anJ bae1e tor euoh 

a charge, I belie'f'e he would be onl7 too 11kel;t to etreee 

the pci.nt. He teraed the current e1tuat1on a 1phenoaenon1 

1n that in France there 1e no tUght either troa the tranc 

into tore1gn currencies, through exchange control loopholes, 

or trom money into goode, even though the trano1 e tuture 

in 'f'iew ot the enol'!IOIUI waete and deetruotion ot war eeeae 

to h1a tar more eerioue than 1n 19:56 and 19:5'1 when France 

wae ha'f'1ng internal political trouble• and when euoh a 

eer1oue tUght took place. 'l'he reaeon tor th1e he bel1ene 

is partl;t J'renoh patr1ot1 .. and partl;t the etteot1Teneu ot 

the exchange control.. He ea1d 1n ettect that aanr people 

haTe ot couree long e1.nce telten .. aeuree tor eelt-proteot1on, 

and there 1e not auoh inoentin tor thea to Neh to real 

estate, particularly urban real utate, 1n T1ew ot the preeant 

property reetrictione on rente, et cetera, and potential 

taxee on propel"t7. 

Re ea1d that the oo .. eroia1 and coapeneat1on arreeaente 
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between France and Italr were working aat1efaotor1ly, 

that on the f1ret of .lpr1.1 the t1ret tour 111ll1on franc 

monthlY p~ent vaa aade - reference, telegraa of Xaroh 30, 

No. 412, fro• the Eabuey. There ehould soon be ooapleted 

the liquidation of blocked French commercial credite, be eaid, 

as these amount to less than 90 million French francs . 

There are outstanding no more than 100,000,000 in 1 tinanoial 

credits•, coupons, dividends, et cetera, on blocked 

French investment• in Italy, which under the new agreement 

are to be reduced b:r deduction of 14 percent of total franc 

compensation depoeite. It is e~eoted that the interchange 

of goode will balance the remaining clearing suae. Private 

negotiations are to be undertaken ae to the franc-lira rate 
.. ······· ............ ..... .. . 

b:r creditor• in the two countri11 to eettle certain other 

aocounte of French oredi tore Oil Ital7 and Italian credi tore 

on Prance . However, such negotiatione are to be carried on 

through t .he ooapeneation otf1o81. The oo111111ercial and 

compensation accord, ae you will recall, did not cover 

purohaeee ot armaments by France - reference, telegru of 

March 15, Ro. M8, tr011 the Eabaee:r. Be said that such 

purohuee are nov so eaall u to be 1 illlign1ticant1 • 

Such ehrinkage ~ well be due to polltioal reuone, though 

Pennaoh1o did not eo etate. 

Be reaarked in conclusion that he vae wondering whea 

tore1p 
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toreip .. ouri tJ hol4111ge 1ll J'renoh h&D4e would be 

requ1eit1oud b7 the J'renoh author1ti .. l the eubJeot 

seemed to intereet h1a. He ea1d that he oould not know 
what peroent ot euoh hold1Agl oou1d be eeoured b7 the 

authori u .. but he imagined that the total Tol- thereof 

wae greater than waa the general belief. 

I had lunoh to4&7 v1 th Rorall !rler, who had been 
on another trip to Italr and Juet returned. Trler told ae 

ot the sequel to the negotiation ot ratee ot purohaee 

tor dollar oheoke througb authori~ed dealer• 1ll foreign 

exchange in Xilan, Leghorn and norenoe - reterenoee, 

telegrame ot Maroh 1~, Ho. ~38 an4 Karoh 18, Ho. ~87, troa 

the Eabaeer. When the nne ot th1e praotioe got to 

Mueeol1Jl1, he waa 1turioue 1 , !rler ea1d, and ordered tblt 

the guiltr banker• be arrested iamed1atel7. HoveTer, the 
matter vu proaptl;f dropped when the bankers produoed a 
o1rcular letter eigned b7 R1ooiar41 author1~1Ag euoh 

procedure. He ea1d that eubeequ.entl;f the o1:roul.ar inetruo

t1ou han b .. n oh&Aged eo that DDfl' the negoUated rat11 
appl;f ouJ.r to dollar oheoke tor more than 110,000. He 

understand• that the poeeeeeore thereof 11a7, hoveTer, 

obtain up to eo 11re per do1lar. 

It waa Trler'• underetan4111g that oontrarr to the 

general belief ot 'd1ploaate aoore41te4 to the QM1r1llal• 

- aJI4 
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- all4 be buecl h1a rtn oa lato.-Uoa troa oUwr HIINoo 

1A Ita17 all4 o.pao1al.l7 woU...1AtoN04 OOIINOa 1A tho Tat1oaa

a po .. 1blo poaoo DOTo wu 41aouMCl 1A the ta1b oa tho 

Bnaaor. KoweTor, 'lTlor oa14, Jlaoaol1a1 oo1114 aot aoo 

.uh ot a proapoot tor noooaa oapao1al.l7 d'ter Ulll atata

•••• bT l'r .. 14oDt llooaOT&U, all4 be 4eol11l8A to anopt 

patorD1" tor a poaoo beJ:17 at1U...bora. 

DO SID~IOJIB rift 70 fD I • 
iiiMriil. 
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P AIIAl'llllAU or SZO'l'IOIIS SIX'l'DII '1'0 J:IOBTDR, INCLUSIVE 
110. ·~~ or APRIL ~. 19.a rROX PARIS 

fTler told ae that hie 1ntor.at1on 11iev1n tai.1ed to 

contona to t he belie! ot the uon-aent1oned diploute 

to the etteot that Il Duoe ie el1pping in hie ltaderehip 

or that Ciano ie now in the anti-German oaap - Tyler belieTee 

that Ciano in thia regard has done some euooeeatul leg-

pulling. 

Ae you know, Tyler 11 an intiaate pereona1 triend 

and adTiear ot Prima KiJUatar Talelti . He said that the 

Prime Minister c ame &~Q;Y troa Rome oonTinoed that the 

Italians det1nitel7 do not want to enter the preeent oontliot 

nor do the;r want trouble 1n the Balkane. The Prime lUnister 

was slightly 1111 peseimiltio as to Italy's attitude and 

moral support ot Hungary. Incidentally, Tyler aa1d, the 

Thit ot t h e Prime Hiniate.r had been planned monthe a&O 

a•1nly to oontirll or retute the etatemente aadl to hill 

b;r Ciano through oonterence l-"1 th the Duoe hiuelt. 

Toni.ght TTler leaTea tor Hel11nlti to represent tbl 

League. He ea1d that ATenol ia not eatiBtied with the w~ 

things are going, althougb. the Leasu- hal •a 8nd1ah 

repreaentatiTe 1 at Hela1nlt1. Urgent aea11tance troa the 

League hal bean requested by Finland tor •reoonetruotion 

work1 • 'fhe Iinne •••••d to be keeftl7 diu,ppointed that 

the;r did not reoeiTI 1by return 111&11• anietance ran1'11 
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troa rood auppl1ae to boueea. !bia ia tha raaaon tor 

the vieit b7 a League repreeentativa to etu41 naada and 

possibilities. About the :ti:tteentb or April be exp8ota 

to go through Parie again. 

62 

In toda1'• JOtJBIUL OJ'J'IODL there ie a deoree oall1ng 

tor a deolaration ot the naaing or tanning mater1ala held 

b7 all persons and enterprieee. An arrete on the aaae 

subJect providea tbat euob declarations auat be made to the 

a111ta17 autborit1ee o:t the reg1one 1D which the etoolte are 

held w1th1D a period or eight 411•· The a:toreaentioned 

deoree represent s the latest or a series issued in regard 

to deolarations or holdings or materials neoeaalrJ to the 

national ds:tenae (see ~ telagrame Noa. 237, Februar7 20, 

6 p.a. , and 259, Febrlla17 26, 6 p. a . ) . 

The Cbaaber yeetard&J approved the bill introduced 

b7 the Dala41er Oovernaent provi41ng tor the aettiDC up 

ot a 1euper1or e~rt counoil1 v1~ a vin to 1Doread.ng 

production and deoreaaing e~rta (aee a:t telegram No. :511, 

X&roh e, 6 P·•· ) . 

The eeouritiee market waa etrong today most variable 

revenue inuea gaining between l$ and ~ partly on a :taal.iJII 

that a gover1111ent oride ia not 1ainent and part17 on 

batter relatione with Italy. Rente• regiatar.a a1nor ga1ne 

and loaeea. 

DD n•••R. 
llti!JIIr. 
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April 5. 19lto. 

!be Seoro\uf 14 sw.w pnMDh b.h 0011plunh 

\o tb.8 lroDOrable tb.8 leoro\uf ot \he !rea....,., &114 

eacloe .. tor b.h 1Dto,...t1oD oDe oop7 14 wacraa 
Jo, 51 14 April 2, 19110 troa \he .AMrieu lepUoa, 

Cope~n, D.,.aarll:, roporUDC on \he quotation ot 

awrUq ln Denaark. 

..,loavea 

!fo. 51 ot April 2 
troa Cope~ 
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51, llpJ'U 2 , 5 P• a. 

O.,=hspn 

DeW .flprll 2, 1,-o 

...... 12123 .... 

QaoW.Uoa of •'-Uac la Da-n: nepaMal. '-Ponll'ilT 

la aaUctpaUoa - HCI'l&Uo• '1117 •ttoll&l :leak wMre'lli:r 'M!r 

wn14 ~ Oftl' oo~pla\a coatrol of •'-liiiC bare. !'.-fall. 

r e .. o,., ~ire\, \o co~plT w1 til aow AacJo ».aie p~\ JICI'O-a\, 

••colllllT, \ o pro¥141 halla for •llaWdiiC IICI'icn&ltlll'al 

tllllOrb. 

DaW.U..a will lla .,_.lo4 M -a M IIY&1lallla a\ all 

piii'CbMoa 117 D r k f...- t.U 1fla1W IW.\oo will -\lau \oM 

pa14 for a\ 5.11 roc:-tlHa of •'-liiiC o):npa, 

:lo\ifT eo-I'M, 
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01fi0S C<ILiiSf'l81M*'I 

To J!r. Ll<l.dT 

J'roa B..~ 

Date April 5, 1911<> 

~~ !be lahrt~aUoaal lil)'d.ros:raphlo 

llw'-. 

of 1909· !ba bhl'!latl.al ~ ..._ -.. t011114.e4 la Looa4oa la 

1919 lla4 ,.... detWtel7 .. tal>Uelled la 1921. I\ 11M \bot - llllt"u M 

PoohJ. Vnion lla4 tb8 Inhrn&Uoulllw'_. of Welph 11114 Neanno, 

!llonfll plaoe4 ~r tbot .u.reouoa ot tbot L....- ot lraUOIIll oa 

Ootober 2, 1921 t11ot Jv- 11M 110 d.1reot _.loa wt.\ll tllot L....-• 

l\ doee DO\ 4arift 1\1 ha4l fr<a \bot L....- R4cet DOl' ll U .U~eo\ 

\ o U lA MUUI rel.&tlllc \o 1h poU07 or wort<. (la:'lT lA tbot 20'• 

U,... 4 .. lre4 to briDe all lahrnaUOMl JlarMu 11114 OrpmiuUou 

vUbJ.a \bot tx-..o!k of \beL....- loU Wo Mt wt.\11. -h oppodUoa oa 

\bot pan of \be 1a41naal lou • that DO .ore ooal.4 be .ahilft4 tllu 

\bot .. tabU~ of a 114..-iiCII'J' OOBMO\loo lieheea \liM 11114 \be L....

of hUOIIll.) !boo ob~eo\ of tbot Iat&nl&tlooal ~ hr.- 1• to 

oo\lhlhl!. a per.nan\ ueoolaUoa 'be'- tbot ~o ounoea ot 

n.rl0\18 -.rlUM powro wt.th a n- to \be t.pr••-nt of ooll4lUOIIll ot 

-.rlUM ~OIIZ'IIiel 11114 \ruepor\, 11114 lA ,_..alto 114- \bot 101-

of IIIJVo~. 

1A 1931 \bot tellftlac wre ~ ot \bot lahrnaUOJIAl IIJdro-

Ja.,., .. , Ol!.lAa, ~ JoW.or, :~Qpt, ~. ~~ •-o, •orw;r. 
Pol.M4, PortucaJ,, llaa, lpa1JL, I •'•• UaUe4 1\aho aa4 ~. 
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TREASURY DEPARTMENT 

INTER OFl'ICIE COMMUNICATION 

DATE .lpril 6, 191io 

TO Sec:retarT llorceatt.u 
CONFIDENTIAL llr, Coebru 

Ire 41d not protaot to Great Britain UDder the !rrlpuUh .Acr•-t wbea 
that count17 &dophd .Esclange Control &nd pora1tted oterliDC to decli,.. to 
appro:dll&tel;r $4.00 • 

.lppllcation of tho ott1o1&1 rate of 4,0}-1/2 to certain opeoltied 
Brithh o:rporto lao rooulted 1n the tree rate oterllDC, with which certain 
other Br1t1oh e:rporto can ot1U 'be purchued, deprecl&tlDC to around J.!i(>. 

In their note of ll&rch 30, the Brltioh denied laYi!lf; depreciated their 
curreoc:r dellberatel;r. To dote there 11, to rq aind, DO ... idenco thereof 
in the .Esclange Control application which would -.rr&nt our protootlDC 11114er 
the Tripartite on the ground that tho Britioh are ooell:lDC an "u.nreaocnabla 
coapotitin e:rch&nge &dY&nt&ge•. 

I aa convinced that ,... oollliitiono will prohl'ltU Clreat Britain fr011 
llllldng &117 eeri011o inroado into our doaootic aarket with produeto fiJaDOad 
1n 3,50 oterling. .lt that, the ide& of receiYi"f; a little IOOl'e good.o &nd 
a little lou gold fro• Clreat Britain oh011ld not bo ""'"looaa to the 
'l'reaour;r, I beli ... e that the range ot •>POrto that cu be oold &4111'inot free 
oterllng will 'be narrowed. 

So lo~>& ao there e:dot he rateo tor oterl1JIC, at both ot which trade 
io actn&ll;r being carried out, I thiDk our CUotoao authoriUoo oho1114 recog
nise them and aoeeoo dDUeo accor41"f;l;r, 

It oeemo logical to .. that the .laerican CoiLI11lar invoiooo and other 
ehippi!lf; docllllenh ehould epecit;r whether the goode elq)Ortad are oold &4111'1nat 
•ott1c1&11 or 1troo• etorll"f;. InToieoo l.n the paet b&Yo dltterent l&ted 
'between 1 gold0 and paper lfr&nco• , for instance, 

If tbe goode are 1nToiee4 in tree eterll"f;, the Collector of Cuet .. o 
would oillpl;r uoe the ~ rate in the Iew Torlr: aarlr:et at noon on tho 
dote ot •JPOrt&tion•, ae certified b7 the hdezoal ReoerTO Bal>lr: of Jew Torlr:, 
IUid eonvoreion would 'be -.48 at a Y&lno -...rod )V IIIJCh ~DC rata, !he 
buTiD& rate 1a " the buTliiC rate for cable tranatore ~ble in the forolp 
eurreDCT 10 to be eonverte41 , !he law ~;1Toe the J'a4aral Ro""rTO Bal>lr: ot Iew 
Torlr: eonoidor&ble dloeretlon l.n fillliliiC the ratao t o bo ....-tltiad for 0110toa e 
purpooeo, the ~ ot oeetion 522(o) obYloul:r iaeDiiln& tbat the rate 
at which buinou 1a aot•ll:r be1JIC done oh&ll -our• •tho foralp C111'J'ODOT 
eo to be converted•, rather than .... arbitrar;r or fictltleu rata, 
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117 oo ... touoa ta u.' a..etot .,..uoauoa ot tM law HC'fJ.re• ......... 
_, oa tM 11ula ot tM t;noe ot oaaua.q la wh1oh tbol -..ouoa ao'-117 
\aha :plaoa oa4 ot lh YaJ.• 1a tn4e. 

So far I ... ao erta-a ot a&7 'M•t7 or CN&t to a:rponera 1a frM 
aterliJIC 'llllloll woal4 ...U tor tlla lllpoa1Uoa ot o-UnaiUac a.ntea. 

I oea ooaoeln tllat oolleotora ~ flail tM a:rport Yalu llllluor tllaa 
tbio forelp Yalaa 1a oertal.a oaaaa, ..,4 will ooaaequntlT ...... oa -
~ala ot tM to,..r. 
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TREASURY DEPARTMENT 

INTU Orl'lC. COMMUNICATION 

...... .,_e ,... 

•- Jll', Folq 

Ia ac~ with tAe r.quat oODt&iucl 1a Ill' • .,.,...... •• 

-raD<ba ot Dec.-ber 26• 1939. tb8re ia a\\aobed a ~ report ot 

otudioo or projooto carr1ad Oil 1a tAe otn.oo ot tAe Qcaral Coauel tar 

tho -th ot Jlarob• 1~. 

. . 

• 

•I 
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SQWART RZI'OR'f (B SfUIII!S OR PBO.JEX:!S D 
mz OWICB OF mz Gl!llliiW. cotWS!L -

••n 1940 

'Die tollowiJI& matters receiTed attention in the ottice ot the 

Chiet Colmeel tor the Bureau ot Intemal. ReY-.t 

1. Attomez G""erel. ' • eq-• tte. on Jlankruptqz. SevereJ. 

queat1o11Ddrea proposed by the atatt of the eo-itt.. to be 

a ... t to rai'ereea, receinrs, truateea, mel othere have be.., ex--

ea1ned by the Reorganiution Section Wider the 11'1Zp8nision ot 

'fbuzua B111, mel e-ta end criticiaa thereon 1'anl.iahed to 

the stett of the Attorne7 Gmuel's c-ittee. 

2. Ca!!cellatim ot lDdebtec!ni!P. .t. -Jor project p«CClnc 1a 

that deelinc with the inc011e tax con~equeneee ot a caneellatiCD 

ot indebtedness whether effected in a benkru.pte7 proceedinc or 

otherwise. An appropriate solution will require the eooperatioe 

ot Y&rious qeneiea inclucliJI& the Bareau of Interual. Revcue, the 

'rre8BU17 De~t in g...arel, end the Securities end Exebenge 

c-iseion, as well aa certain benknq>tc,. reprea ... tatbes or eel-

JdJ:IUtrators. 'Die cooperation ot ditterent ..-ltteea in CaD

creee -wl elBo be r.quired. As obeerncl in our Februa:y .,._ 

port, there is no ""-" of pertectizl& this solution at this aea-

don ot Coogreas. BoweTer, certeia altemative lltoP-C&P BQg&ea

tiona tor 11111ted lecielatiTe rerlaione calculated to 1erve the 

curt'Wit needa of the Depertaent have been prepared, 

) . •rrttsatiOD ot & product1Tt Iee•thold•. TrMaar7 Regula-

u ... in the peat bav'e permtted oU operaton to .....tin tor 
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~ tc; pllll)ooea the -t ot aprodaotiYe 1we+nld Sat.r-

wte. ~tiaiUI 103 prollibite tide pre.otice tor tiDllle 

TNZ• ~imWig atter Deoeaber 31, 1938. llllriJic the -• ot 

Ilardi., C<IIUI14ere.tiCIIl wu ci'nll to the queetiCIIl ot the retroeo

tiYe ettect ot tbU recuJ,atic.. %hie nad7 rualted in the 

a-ce ot a !ree.atlr)" Dec111c. ~ed llardl 2S, 1940, bT rir

'- ot 'lltlich .ad> retroacti" ettect 11 qul.i.t1ed to a certa1a 

a:tct. 

4 . .. ... , Ittrz& t C9-Pe'•· 1he Int.amel ~ Coda 

prorldee tor the a..ptiOD n- the incou tc; ot Cllrla1a ..tual. 

inTvt.ent c~ea to the ateot that tbq ettect a aarrat 

d1etr1'bllti01l to abarehol.dera ot in- or profits rl&l.1sed. It 

11 DOw proposed in Ccagreea to aet 'QP a d1tfaret atudard lrT 

reterODOe to 'lldch the a..ptico 11 el.l.oftd. ~a1dare.tiCIIl bal 

bMa giTtD to the propoaed ateDI1CIIl &I w1J. &I to IQIKIIU.. 

that the uwpt1CIIl be ateaded 1\lrther to the capital lltoclt tc., 

the acue-protite tc., ad, in a cr-lUied • er, to laag-tena 

capital caine DOt diotrlblted to lbarebol.clere. 1he etteot vpca 

the reT_,. ot the IIX11t1Jig prot1.110D8 &I wll. U the PNIPOied 

utoui.ou haTe 11kAnr1•• 'bee llllde couideatiall. 

So J!Ppl!!l!!fl 1)wte. 1here baTe 'bMD UDder COIIIIideatica 

the proyia1CIIll ot IIX1ot1Jig ...,W.ati.ou 111 th reepect to the cilu'

acte ot a etock bamll, peelic., or protit-llhar1Dc p1.a M-'t18l. 

to the .....pt1ca hoa the in.- tc; pNT1cled lrT eeot1ca 1.65 ot 
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...n.. liT ... -"-· !lae prc>Y1e1ou eL ... ldll. - llllde 

..... aeJ.T 1Dapp1.1c&'ba to ·~ Mtter coacem1J1C or r.latillc 

to the utcaa1 n• ·• 1a111. 1 oar.ta1 ~ u 'be1Jac c1-. 
~er, to ~ poeeible ett.ctl ot iU propoeed ~U.. 

vpaa the oolleotica ot N"r-, 11114 tile poeei'ba ~ 

1t tbe propoee4 lecial.atica ehoal4 be eact.Dded c-.r.ll7 te 

OOftl' tbe ede'n'-V.tin 11114 1Jatcpretlti'i'e ncalatica~ ot the 

llarMA ot Intcaal a..-. 
7. ts Ppwt w Attomv acza1 v "pc••• to tl'• 

l'rol!!!b cv+e''R• !lae Att.onlq Oeur&l. hucp.eeti....t hie 

utbo:rit7 u llllooMeor to the We Properl;J CUtodian to pq 

owtda u- tau due haa _....idat ell.... 8tad7 1a 'be1Jac 

giT• to iU PNJ~efttica ot epp&opri&tl blclutin Orden w 

otbc' - ot Oi'erccmac 1lae objaoU- ot iU .lt~ a-.1 

- 1wped1 ac tax oollaoticae. 

8. IMptqt:1se o( b?'" !'!q 1!ngM. 8tad7 1a bi1Jac lifta te 

a poeli'ba N'riaica ot a. -tbo4 ot 1nepaotiac u- tax zoe-.. 
liT iU Din:riot ot Collabi&, iU t.rrito:riee ot ,,.,., _,_ JfawU, 

ra.rto Rloo, 11114 a. l'bil1pp1u I~, it 'be1Jac na:uW tllat 

... N'r1M4 -tbod ocatorw. to .. -tbo4 paz_, to *1Gia lttlte 

ott1c1&l.l - ptlnlitW to 1nepaot rftia'u. 

9. IM!!l.e\iw :n1r tr "*til P==t.1r· 11ep1au.ca. _.... 

1lla tax -.....u.. bet a• -. GlaiW lttltae _. ..,._ etf~'i'O 
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_,_ 
~~ 11 1._0, lila'r& bee ...s.r a.nlopMD~, rertw, a4 nd.. 

•1CID ~ taw ..U,, 

10. ,.....,. J'1111.1111ati• ef In"' gt ILryin. !bent bu bela 

....s.r oouSMratiOG taw ~opMD~ ot l.eci.Utice. ~U'I'1ac 

'arle41ot1Cil em taw VAit.l sta~• l'nloiNJac In BoeZ'Il ot JWr1.w 

- ol.u. tor the retuD4 ot a- nocu, ~ .. tiJic .... -

tea pracn•Jac ~ ....s.r taw .&cz1.GIIIl~ jdJutac~ .Ad. 

u . BMul.atiCIIUI Tv 'r'ml •=1 2!1'1' T9 An. A prelJJd..o-

~ 4ftn of replaticaa relat.1Jsc ~ taw t;u CID ~ of eiell~ 

or 110re 1lllder taw l'llcleral ~ !liz .Ad hu liMa 1lllder ren... 

It.. 2 ~ u, inclube, _.. budled ....s.r taw ~ ot 

o. 1. Jdue, Reed ot the J.ec1.al.at1• • Jlecul,aticu D1rla1ca. 

!he tollow1Jac •t1oen ...... -.,rlced em 1.a the 111.at 111111 J1caet.a7 s

tiGD 1lllder the 41:rect1.0D of Jlr. ~~ 

12. Ia._•=rte ht· Ya:nou. .,. .. ucu tor cballcM 1a tM 

propoeed tv~. abarler, llllll _...,tica tor taw ~ 

Bulk _.. ~_. llllll ci't'a -•1dreU. tv th1a Detw' \. .A 

~ ot ccat....- _.. bel.4 with :rtp"aa•tati ..... ot the state 

Detw'tact a4 tha l'edanl B&Ul"t'w BoeZ'Il a4 4ftn1 ot .... ~ 

abazlc .. -cr-4 'IIJlCID• Peble, J'riedllu, a4 l'~ wrb4 • ilda 

•tter. 

13. 8abpteq 'rr!e· tt.. ct acailln tbe SeaNW7 et-.. "-" 
..:rq *loh -u -.Jo1a Ida tr. p&I;J'Uc aarda ot the llllll14 Cla1a& 
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c-"•S• em the l&botace cl.a1a8 wu beerd Oil appeal ~tiM Oov\ 

ot JppealJI tor the Dt.trict ot Col-.bia ca llarcb rT, 1940. tiM 

...,. baa :DOt bMD II.KMed aa Jet. Peble ad Hodel WDrbll ca tiM 

briat tiled em bebelt ot the Secret&z7 ot the ~ ~ the 1»

pert.ent ot JWotlce. 

14. Ali• Propertr Burs. J. c:cmtereoce wu held at the ataw 
Depart.ct rlth raterence to the propooed 1eciolat101l to 4111-tlau 

the Al.im Propert7 Buraau aDd prortde tor the diapooitlca ot the 

t~~DSa be1ac held 1n the a.r.- Special Depoait .a...c-t. n.e ataw 
Departact raiaad liTeral obJecticaa to ...cb lecUlatlca ~ -

oidered at thil t.1ae ad it ie :DOt anticipated thet tllrthar aoU. 

rlll be tokeD ill tbe 111ar tutun. Pollle ad Bodel WDrbll em thi1. 

lS. llovipg ot su .... r to ... t PoiJlt. Bid• ...... rece1Tlld 011 liar* 

20, 1~0, tor the aa'f'1Jic ot bet.., 200,000 ad 400,000 ban ot eil

't'V tna the lew York »Mq attica to 'leat Point. Dle lo-t bU 

reoe1Tlld wu 13 cmta par bar Wlicb COIIpared with 1S.S oeta par liar 

ill tha COiltract eterad into laat TaU· Peble ad hiec!Ma draned 

the DeCU8&17 papere, a to. 

16. It• Or1w• 11pt. We prepared a propoead 1 t.a tor illolui• 

ill a reoqcdaaticm plAIJI!al..- the Reorpniaatloa ~ ot 19)9 *1* 
-.J.4 ~er to the J.aaietct u.qer ill CJaarca ot the In Or~ 

lliat the t'UIIctlca .... partor.ad b7 the Qdat Clcit ot ... 111.11\ at 

actiJic ill the 1'1- ot the '• r 1'11 1a CJaarc• 41arJac hie alle•oe. 

Peble llllrked ca thia. 
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17. IIHgh ot pwe HeJJ1cp. SeTeral. prote.ta were rece1Tt4 

acal.Dn tu aoUoo ot the Secre~ Serle. 1D I'UlJ.Dc that the -.rdl 

ot 00... eerl•llloo, wbicb ... MSfactured tor tha Bllttal.o a.apter 

ot the IaUODtJ. FOIIIIIl&Uoo tor IntmtUa PareJ.Tiia1 llicht DOt be 

Qled. '!he Mtter •• teltc 'liP with llr. Caatoo 'llbo obtLiJ>ed Qdat 

liUaOD'a Yiew thertOil. It na decided u a pollq -tter that the 

~........,. aboulA beck 'liP tba Secret s.rrioe. Appropriate 1attera ..,.. 

pl•'""'l tha 1Mpartooct1 a pooiUm were aeat to tha Bafialo Qlapter 

-. to S...tor liNd 11bo bad 1Dqu1re4 with respect to tha Mtter. 

Pehle .....u.t em tbie. 

18. MH'cy gle1rp. Six BUita were tUed to 11bieh !reaaur7 

otficiala are parUaa oNldng to cJoU. the J1811*1t ot carteiD a~a 

ot the Special llcxicm Claiaa ec-!.asion to the boldara ot INCh 

award~ &l1d to prorlda tor pe;fllellt ot INCh .t'lmda to a receiYar. 'lha 

..Ute are broucbt te' attomqs cl•lw1nc 1Dtaraate 1D tha aw.rde te' 

'f'irlwl ot r .. -.;..-te ctered prior to llq )1, 19)8. ..,.ia worlt

illl em thaea O&Mio 

19. .lr!Tflffi Outl. .l proposed otter ot aattlement JUde bT the 

plAJ.nutt 1A thell ouaa baa 'bam ginn conaidaratiOD and a 1a~tar 

to tha Departoooo,t of luUca rec-nm•s'IC the aceaptm... ot INCh 

oUsr of aatt.l-t baa 'bam prepered. Frildull baa bee world.Jic oa 

tada .... 

20. !n!r=Jl !• !laiW Sktu. •• prepered a brief wbieb .. 

!Ued 1D the Jlcbtb Circuit Court of .lppaala on bahal1' ot tu 
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Ootwt-t ill t.bie -· Die caM ... oho'd., fe~ to tM 

~t b7 tMt Court. ~ .lppeale. l'r1edam 1t01'b4 .., W. ouo. 

'!be follotdac Mttera,.... balldled 1A Jlr. ftotJ .. ' ~~ 

21. Propoatd L¥Ul.at1Wl Ptr!.e'r'r tea PGstlitt of fph7 'c r=m 
11r l!pited BteW• Jlr. SberbaDII;r ie ooopen.tillc with liMY .. , of tM 

Leciol at1To SeGtiOD eJid. the Office of tho CclolptroJ.l«<o ot 11!.o earr.q 
1a tho prepen.tioll of a dratt of propoeed leaUJ,atiCil to OCilcctrate 

ill the 'Erouur7 Depe.rtloent c:c1;o.1a .aperrle_!Cil .,..... all 4epoa1 to 1a 

baDU ~ p1bllo ..... ,.. b7 ~ticen or aceta ~ the l!pited statea 

GOY&nllltlllt. .l rocct cSec1e1Cil of tho Sapr-. Court. of the llldted 

St.otea (Ipl!!lli! Waterwy! Corp • • et al. "'• Igg, ~ 2S, 1~0) liN 

ccmaiderablT broa4&ed the authorit7 ot public otficen to 4epoait 

public 1101>!78 ill D&tiODal benlce eJid. to recoin 11-a sach utioul 

beDlal eeclll'i t;r tor sach tt.poe1 to. 

77 

22,, Propoewl ' 1=t to See, lJb of ... ml Rtttm l.ot f'"'M'-

1¥ J4y!actt to , .. ml lltaF!f !!m:t· tor xn'!R:W z co· · 11r. 8ber--

'baDII7 1a &leo _.ld.JI& .., a draft ~ a propoeed •-t to eectica 

lJb 'llhicb would toraiaate ed'f'OaeN b7 the Seclretar,. of the ~ 

to Jedoral lleeerYo Balta tor 1114utr1al loau ea4 woa14 pro'f'ido tor 

the ~t of ootnaooa horototore ...s.. 
'!be fall..owiJic Mttera ~'f'ed attc\ica b7 tM Mc'el•Un 

SeG\1ca -s... tho 41roct1Cil ~ llr. Bc'MZ'41 

gavnenCI gr P1plJill8 

:o. RtJJr rl1&t.1.D to tM !ltm1er ltrgg\k AQa 
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a. , nd'• t( • g "'""' (ff!lr ~ -
~....,en, ... U). llN IIIDIItt u ~ 1M .-It a 

.U..-.salo 

~. a ' '•';'• Sa hzpMW lse at Jc= ... Jtm1ct!O, II• 

'rt'M •t• t rw p1 (tw ~ ... or!cSM1 NpOI"t, 

... U). !loe Hc:I•' •U.,. IMUca u ..uabiC tld.a pre~.n. 

:a. H1Q=t'• "Nml. ,....,., •• (tar~ -
~ npan, ... 16) . !loe !rewa),...._ t( ta.U-':-

w.c )mflel .,. ............ . 

29· Mlt!rt;1• of "" 
~- CII'1&1Ml npon, ... 7) .... loba u _ts_, .. 
IIIU -'t • W. -"-"· 

)0, ""'1!Mm ot kwrt. ot !1Ml JeMr1•lt (tor u.ors.ptta 
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- II!'IIPiri tw z~, ... )9). .t. 4rat'\ tC' a ldll. ~ t.. 

......... ..._ ..a.l"-4 _,a .Ua '"- '- .._ ... m*1.,. c..l~ 

t. • oc--s.••ll." Pel.!.q. • ~ w 1 ocat~. a"m«·«..,. 
...... Jllallr, 1111'-, 0."' 'r, _. !lp!...,., - llal4 ill •· 

...... eftl.oe - ... ~ ot .. , tate 'Ill , •• pMlt.ta 

....W .. ""c4'• _, pt; nlll.c1alaU. ~ Ja4 '-

tate - ad.W ....... U - &IM'W '- 1'11'1111 _ _., ~ .. 

z. , ... -'0). .u lllll, ' ft91MI .,. ... ~ u nul ill .. 

..... " ........ 
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32. lit!!!l. IIE!;!,M (for Macrip\1aD - l•bnlaz7 r.port, lo. 40). 
!hi JAc111lat.1n 8fct1CID baa OGIIPl•W the Pl'fi*J'&t.1CD of & propoe.t 
llfor&IJiisaUce Plc oreat.uac o. lieoa1 8eniM 1a tiM !rfuaz7 ~ 
-t aDd & Pr!t14ct1A.l .,INC! to &CCOIIPNQ' nell. pl.oa. 2h1 p1.IID baa 
bMD apprond bJ tiM ~t of :U.UC! Gld t.be 'IIIIHa of tiM 
Jludcet. 

)). 9?!r9 ot P!ttpze] Mr1p1•\ra»• (tor deecript.ica •• 

l1bnlaz7 r~port, lo. 41). Jl.orud& GD tiM lAcallt)" of tiM ore&t.ica 
ot the OooiDcU of P.......,.el JdiWiietraUoc Gld th• mthorit)" ot tiM 
C1...U 8fniCf o-<ni011 to tr..afc certeia ot itt tiiiiPlOJW to tiM 
Colmcll ot P!rSosmll ~ttr&UCG ban bMD pr~pu.t. A propoe.t 
lettlll' for the Preei.41Dt ot th! C1...U s.rrtce ec-uoice to Hll4 to 
th! c-ptrouc Geur&l rfl.&t.1Te to th! propoN4 a.taU ot ._ ot 
itt e.pl07f11 to tiM ColmoU baa floo bMD OOIIPl•W• llr. G
prfpuf4 theM. 

IE! B'lVI!IJ8 
)4. "e?Wk'" B!J]. A propoN4 lr1ll Sl!,potiac o. tpf01el tax 1q)Ca 

u:r ~ eacac.t 1a the d1aa.iaat.1ce of raciac intonatica 1a t.. 
tento.tt- baa bMD dr&tte4 bJ liff llcllatt. 2hia drat\ .. 

fOI'WUUd to ... 11n1. 11aa 11114 CUp'bfll. 1a a.icaco for -t 11114 
baa bMD I'IW ld 'ld.th tb!ir INCIHt.1Cil81 DOW 'b!1ac iaoorpore.W 1a 
tiM bill. 2hl tez1ac fMtur! of tllit bill lldlla & Dft cbapttr to th! 
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1ntorw.t1• 1a 1at.eret&te -• are bue4 lar&el7 • the bUl 

'llldcll s.ator 'IIIMler 1ntrod'Dce4 three ,..n aco (S, 27S8, 75-

CcGcr"M•) IUid tb.e .tuoiT ot the~ bUl llllde bT the Loc111lat1n ~ 

t1oa at the UM, 

3S· 'r'm'l fsrt m ''I' )'71 • !he ~ta ot the ftrlou etatt 

.-ben of tbe ~ D1Yia1cm "" tbe propoee4 l'ed.eral. fort c:La1u 

J.ct, epouore4 'Qr tbe Depart;Ma.t ot Zut1ce, are being coor41nate4 

b7 .... ltoltc. Ill oco:meetiOil witb ite c<ll1aid-t1cm of tbie lrUl, 

~ s-ate Z..Ud.v7 nh •ttee ncrae.w the ~t "' tar-

IliA wo ... u. witb reepeet to tbe .-l>er of tort cla1aa ballo!led 

b7 tbe Depe.rtMct <lifer the pu\ fn ,..n. J.o~, tbe 'ftriCIIU 

'fr<luul7 ~. offlcee, IUid clirleioae hAve bee circulariae4 for 

tbeir ficur•• em thie Mtter conrine tbe five-7MI' period 19)S "' 

19~, incluein. 

!he followiDc pe:reoaDal project. 1111re worked em bT lire. Cap' M 

11Dder .... Cax' • 11q1errteiaa 

)6, Il>etellat1cm of a~ oerd SJWt. for lcMp1ng cbrclDol.oc1-

cal recorda of e.pl.OJUGt eta1ou, e41:1oat1oul. 'be.cq:rcllm4, IID4 a

PN'i•c• ot lAc&l pereoomal.. !he elate han bee ptbereo! IID4 oode4 

ac.pt for a ~ ot O&Me 1lh1d!. are 'Rit.iac 1aforaatica • rlllat1n 

claM rnd'nc· 1b1a 1atomat1cm 1e be1nc IJIIpp1.1..s 'Qr the 1a1r 

ecboole ..........,. reoorcla are aftilabl.e. J.e - u &11 elate ~ 

able are reoe1 ni, the OU'Illl will be p=obe4 Ul4 will tb.a be ....., 

t01r t.UIIl.etica. 
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37. lla!.el 1 a\1ap ot & Yah og4 mtta for reoord1y appli-

C!!lt'a r!<lC!rdf• !he !ona for ~ the iA!oraat.iclll w be 

)lUIIChed baa bee .. t QP ad neceaat.r7 co4N prepared, !bU pro

~ect a ill the clat&.-catharillg ate&•· 

Iteu, aa follow, ware ill s-.1 ch&rf• ot .U.atomt G....-.1 

Counsel Cairna& 

)8, L&• o! Libel and Sl!!!!der ot Calitomia. 'lba 'I'Brlowo etata

.... ta ude by L. 11. 01-ai, Preaidct ot the Benk ot Aaer1u1 at 

the atockhaldera' MetiJls held em Zezm4Z7 9, 1940, ...,... ,..,. OTer 

with the 11111 ill TiP ot 4etera1nillg 'l!lether the sta~ta ..r. 

11bel.OWI, ad .,. u:tlllded aearcb ad ...,..1nat1ca ot the law o! 

libel ad .,..,.,ar ill. Cellfomi& wu ude ill. order that our tizl41lls• 

might be used ill cue tllrtl:ler atateunte wra llede. rue •tu.ST aa 

Mde br llr, !lorton ad llr. ll1IIMc ot the Opill.i..,. Uu1t, 

'Yj, Cgrnpg CapJ!£fiqp, Ralph o.m, Chief CoUDSel, C~>etou, 11111 

.._ o! hie uaietomta ban bee collaboratiDe withllr, Ca1nuo 1a a 

atuaT ot the CNetcaa upecte ot the llu1ted EiJl&dca urb'"'l• ccmtrol., 

J. -.adla baa bHD prepared disCNeaiJls the r ate or ratea ot _. 

nra1cm '1!11ch 81101114 be used tor the Plll'P98e ot the uaea-t 8114 

collecticm ot dut1aa OD ...-cbaDUae iaported ill to the 1lu1 ted State• 

~ tl>e llu1te4 11Dcdoa, ill new o! the t act tllet two rate. tor 

paaa4e aterla; are being cert1.fied br the Federal lleeern Balik at 

lew York to the Secrett.Z'7 ot the !reuurJ, 'Dla -.randua el110 d1a

cusaea ao•llhat the poaa1bi11ty ot coUDtel'Y8J.11ll.e duties or ~ 
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4ut1••· 1 clr&t\ or a ~ baa &180 "-- pNIIU'..t <I•"• 
with a a1allar emhenp CGDt.rol 1a o....sa ud •nt• "_, 111114 

ai.ldlaf' oart!.tioat!.OD.& l:fr the Beak. O.U' a allop 1.e - .us,. 
a atud;r ot the auta.e otteot ot ....,...t ai.ldlaf' ezcb•nc• -

t.rol ill BruU, Cldle, 111114 U.,.uq 111114 a1a1lar CC't!.fioaU .... 

-
the\ the collect!.OD ot the •teri.el ill'I'Olnd baa "-- ca.pl.ete<l, 

'bllt the tult or oqenhl .. ud ~ the .,...,,.,,..,. <Ia\& 

..mich ban "-- cathered. ud ot to...UtJAc OODCluicu theretra 

baa ~ oo p-eat that it 1a - ~te<l that the -th ot !prU 

'l1l.l 'be requ1re4 to w1Dd Vi' the job. It aa ~ r.por\&4 

that this job w.a a:peo\acl to 'be oo.plete<l br llarch 15. •••ra• 

0 1Clolm.U, lades, ud 11-'ler ara qqe<l Ui'CJD ~ ..n:. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

84 

INTER OFFICE COMMUNICATION 

DAT& J.prU 6, 194o 

TO Socretar.r Moretnt~ 

fAOW Mr, Cocbraa 

Ill ow- connreaUon ~7 telepl>ou reotor48.7 alhl'llooo Jl.r, IDoto MDUooed 
that tho dec1o1on had ~"" takoe at the ••tiDe of the D1roetoro of tho 
Pedero.l l!eoeno l!ank of 'Wev Tork on ~edq to tend 011t lethre to t oreip 
central buke, ...,011DOiJ>C that tho Po4eral Roeono llaak will l>epn to oharet 
tho oorreopondont tordp 'bulce tor pereo,..ol oooto in?olnd 111 baDdliJ>C cold 
baro tor toroip central 'bulco, vben ~o1nc ollnl&l'tod and vhon btiJ>C roleaeo4 
tor oo.lo to the .l.o&DT Ottloo or for elq)Ort . Such oorrieeo, !Dalto oxplaioo4, 
wore cooti.Dc the Po4oral Rooorn 'BaDlc of 'Wov Torlc approx1u.tol7 $65,000 por 
year. Tbe coot that will DOv be pae&ed on t o tho toreip cootral 'bulco will 
bo $23.4? po.r a11Uoo 4ollaro W.n cold. 1o be1J>C o......rlcod., and $8.05 por ail
lion 4ollaro >dieD 1t 1o bo1nc taken out troa oaru.rlc aDd. to tha .l.o&DT Ottlco. 
In tho paat it hao be• notoMr7 to cbaret t or ~co, tl"GCklnc, etc. Tbe 
nov cbarp eoeeo pr1neipall7 fro• w1chlnc and rocor41Dc COld ohipooonh, •
of vhich ro-111 OJ> ,.....,.k oJ>17 a fev dqo bef ore bo1J>C ool4 to the .l.tt~ 
Offieo. 

I .. ,uoned to ltllote t ho COIIPlaillto which 1 had fr_!<J11Ut17 hoard vhUo 
In Juropo on tho pert of coot ral l>ODicoro spinet tho 1{.,. bell411J>C cbaret 
vhich our TroaOUJT oollocto, aDd. agel. not certain •1nor char ceo wbieh tho 
Podoral l!eoern l!uk of Bev Torlc eolleetod., IDaltt e tatod that tho :Board 
tl>o"Cht the , • ., •7•toa of obaret• ol>ould. be iutitutod, and oJ>17 rocrotted that 
1t had DOt bton put into otfeet before. Mr. IDalte 1o proeeo41J>C to Ott- th1o 
vooe.Dd. to 'riolt the Buk of Canada aDd. will DOt rotllrll to J:ev Torlc 1111Ul uxt 
'l'lm.roclq, l!o okted that Mr, Sproul would DOt rtloaoo the rottoro toforoip 
central bulko before tbio eo•1DC fuoda7, .&.prU 9. 

llhllo it 1o llDd.orotood that the Po4ero.l Reoorn l!&Dt of 'Wow Tort 1o tree 
to DDke ito ow dlchiooo on Ollnb -ttoro ao that 4oocribo4 abo.e, aDd. 1'1lrtbo.,; 
•oro that it ukeO DO profit fro• tho COld tr&DO ... tiODO end hao little profit
able blloioooo with foroip oontral l>&Dko oiooo their b&DtlDc oporatiooo oo tbio 
ll&l'kot, other thaD la&'riiiC their COld aAd tulld.o, aro rootriotod, tho qa.totlOD 

arioeo whether thio io a propiti0110 tiao to put nov recuJ.atiooo into ofteot. 
J.re forolp central buko litol7 to otart &DT coeoipinc that tho l!J>Hod Statu 
ao ......... t. thrOJ>Ch ito fhoal acont, 1o tald.J>C otepo to .an tho reception of 
COld. iD tbio CCTODtr, .Oro cUffiouJ.t aDd. OllpODoiftf 

Regraded Uclassified



INTER-OFFICE COMMUNICATION 

DAT& April 6, 19llo 

To Secre~ar.r Morcoa~~ 

Mr. :a.u •at101lecl ~o • Te•~ordaT a.neraoo10 , apo11 hie retuno h011 ~be 
Cablut ••UJIC, tbat Secretar.r o~ AcJ'Ical.tl&.re V..U.Oo - at tbat ••Uac 
broqht up ~vo repone, one t o tl>e .~tee~ ~bat ro .. tp ... =eat \bat tv
tber 4oUar dnal"Ution wao botac Coll014erecl 110 GoTo~a\ clrcl .. ; u4 
.. coii41J' tbat I~al7 -.. r""'TiiiC Uo baluc .. trca ~ba Vai\od Staho. Vhea 
I told Mr. Boll tbat I ba4 b.,.J'd o~ 110 ou 110 t ile 'l'roa1U17 opoaldJIC ot do
Yaluation, ba odd bAo ba4 IIA4e a oo....tlat o1a11ar l'ftarlt at tbo Oal>iaot ••t
Ine. Be 41d dootre, bovnor, fiiiT intoraaUoa in repJ'd t o ltalioa b&luoeo. 
I replied tha~ tbo t oadollCioO 110 recent Welco 11114 bHil tor ltal7 ~0 Ooll COld 
and 'build up ba'laacoo 110 thio couat17. ratbar tbu to wUb4raw tllado . 

In ~hie COilllOCUOil, tbAo COld bo14111Co ot tbAo Buk 0~ ltal7 decliud 
durtac t ho ~local 7HZ 1931-1939 hca $19),000,000 to $161!,000,000 or llpVOzi

" "'"17 1~, while 110h oircaJ.aUon rooe spprorl•hl7 ~. YUhia tbo put 
fov nob tbAo :au:.: ot ltal7 baa •J<POnecl ~o ~bAo thaUecl Sta* .. cold vl!.ich U 
oold bore. n. dollar procoeclo han been u .. d t o 1Dor .... o Iialioa b&luc .. 
010 thto aarlcet. file Uu4 htal of !tali.., baluc .. in lfew York "" J8/IIUM"f J, 
19llo vao $J6, SOO,OOO; on J-.rt Jl, $lll,SOO,OOO; 010 J'obruar,r 2S, $112,50(),000; 
and on March 20, .52.lloo,ooo. I n ••• oh.IPM"h ot cold troa tho lla:nlc ot 
!tal¥, tbAoro ha'fO recentl7 been llO~ecl DOII014orablo •ouah of lluai .... COld• 
Vo ba•o ao wq of lcaowi"C ..t>e~bAor thio cold aot\1&117 bolonpd ~o the llaak of 
Ital7 or 11het.ba.r thio baiOlc ,.. acttnc ~or tbAo Bonet GoTo-t, 'llllt tbAo ..,_ 
count• of ~he lta.aai• State llanlc with tile Cbao• Bull: 110 lfn Tort tailed ~o 
ln41cato ~hat procoeclo ot Iialioa cold aaloo wore c:re41~od in !lilT part ~o ~he 
!uetlaa account. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTKR OI'I'ICE CO MMUNIC ATION 

IUalater Pr...,. ar ~ ...UM • Wa •~'alae at 9 •'•leOL .. 
ukM U I ..U liW ~ ~ weft a ilot -*tar *lob lot M4 41-M 
•- &ar- ace• I hl4 bl.a \liM leonieq .. rpailla. - aUU aha\ ..., 
voal4 aot " •- la U.. '"-ftl'7 a\11 ....... aontq. Klalehl' Proe.,. 
1a laanac ror Pbl.laMlpbl.a .,. Mca~q .tie-• ..., Wft14 -.FMtah u 
'HIT -11. U \be leclreiaJT .-J.4 penU ao \o .. , •- w:r4 h \be Klalahl' 
oa ....... toN- ta I'Op:r4 to \be aiaiu at u.. 1- 'JI"'PPalU•. .. baa 
aot ~\be liah Dopanaoai ta a ..... ,aJT Worcea\lla.1a ~-.-' 
baa M4 • w:r4 ti'Oto \liM ~· 

as 
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TREASURY DEPARTMENT 87 

DAft Jprtl 6, 19leo, 

,..,,. Mr, Cochraa 

1'bo toreip exohaJice u.rlctt no 'fel.7 quiet t odq &114 \118 oterl1ac quotaUoD 
ohowe4 •lrtuall:r Do OOO'feMnt. '!'he oponiac rate wao 3·5&.1/2. Buoiauo wa o 4oao 
at 3·5'-3/8 ill tba ai._rnl.JI&, &114 oter11DC o1uo4 at 3·5'-l/4. 

Salu of f}?Ot oterllac b:r \118 oil< reporUac l>uka &114 \118 :PH&rnl lleoern 
B&Jlk total•4 ~.ooo, fro• the foUowiac oonrooll 

l7 co ... rclal coDOeraa ••••••••••••••••••••••• • •• 29,000 
!7 fore1CD ~ (Jazop.) •••••••••• •••••••• •••• ~ 19 ,000 
B7 l eA. Rea. Bk. ( tor T1JCOalart&) ••••• ••• • • •.:..:.:..; 

!otal. 

The followifl« reportlfl« l>&Jilco oo14 oottoD l>lllo t otaliDC i.JJ ,OOO to tba 
l!rithh CoDt'I'01 Oil t.ho l>aoh of tba offiolal rate of 4.~1/21 

;a,~IU b7 tba J'atlonal CH:r !aDlt 
1>7 the lnint; Truot Co11p1U17 

~jf.:ij6~ l>:r the OU.r&ll t:r !rno t Co~~~p&q 
• fetal 

Tbe ll&lllt of 1'4l>ht.U&D reportH that 1\ ha4 pv.rcha014 io2,000 froa the llr1Ueh 
Co10t rol at tba official rate of 4.CI}-l/2. Tbe l>&Jilc otetH that - pv.rcha .. waa 
alb for a CllttoMr vllo lnten4o4 to u01 the oterl1ac to P&'f f or the charterlnc 
of a ablp. 

!he 41ocOUDt for the Cua4i&ll 4ollar urrowo4 turther ~o olo• at 15--13/1$. 

Tba other Ulport&llt currtDCill wore otea4T &114 ol o .. 4 ao followll 

:rroooh froAOo 
o..tl4ere 
llw111 fruoe 
Do leu 

CONFIDENTIAL • 
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We pu.rchaaed $523,000 in gold fro:. the earaarla>d account of the Buk o! 
th• Colo<1'bian JWpu.'bllc. 

88 

Tho State Depart:llont forwarded to ua o cable atathg that the \'Wantaohe Buk, 
."-"aterd&ll, '"'" ahipping $1,032,000 in gold from the l!otherlanda to the O.l:l.rant:r 
'l'rust CoCJp&nT, !low York. !hie 6')ld >nll 'bo aol d to the U, S • .baey Office at 
1;ev York .• 

Mainly aa a roault of nn alteration in tho reporting procedure of tho 
Yokohama Specie Bank' a Hew York agency, lers• 1ncreaaee vere recorded on the 
stote~ent f rom the Feclorel Reaervo Bank of Nov York ehowing tho depoaita for 
account of Ada aa reported 'b;r the liov York agencies of Japan••• 'banlto on April 3• 
S>Jch depoaito totaled $56,485,000 , an increase >f $14,349,000 oinco tho laot report 
as of l~rch 27. Included in t his total wore $28,699,000 in depotito with the 
Yokohem$ Specie Bank, llov York, .ado 'b¥ ito 'brancboo in China, and deposita of 
$14,813,000 made 'by the head office and Japaneoe 'branchoa. 'l'ho laot-montionod 
ito= appeered ao a credit bala..'ICo for the firet time in the April 3 report; 
previously, 1t had 'been applied a&&inat the total overdraft of tho head office 
and Js.paaeae bra.nehea on the booka ot Yokobam&1 e P.ew York a&ency, to produce a 
"net" overdraft nsure. The treuator o! thio item to dopod to time had the 
reault of raising botl} dopoai to &nd overdro.!t. J.a of April 3, the ovordraU 
uounted to $97 . 54o, OOO, an incroaae ot $12 ,872, 000 oi:lco March 27. Bad the 
overdraft boon reported ao formerly, tho figure would have boon $1,941 ,000 
lover ~the oTerdra!t reported nn ~~rch 27• 

More than offse tting ;raatorda¥ 1a decline, tho ~omb~ oilver quotation ro•• 
the equivalent o! 3/81 to 39·51¢. 

Hr . Xnolte opol<e to .,. ;reoterda¥ a.fternooil lii"reprcl to Ruia!an"b!Llancoa with 
the Chase National Bank, 'l'lle balance ot the State Bank o! Bueoia with the Chaoe 

:9auk ro ee from $5 , SOO,OOOon ~22 to $7.500,000 on l·farch 30, The letter of credit 
account of t he St~te BtlDlt o! Buo•1a with the Cheoe Bank roeo in tho eame period 
from $7 ,300,000 to $7 ,6oo,OOO. The cc3h bol3Jico of the Amtorg with tho Chase 
gained sl1gbtly from $1,100, 000 to $1 ,200,000; while the letter of credit account 
of t he Amtorg C"-"'"" up froC> $},100 ,000 ,to $3,800,000. During the period under 
revle~ there were ontorod into the account of the State Bank of Bueoia $2 ,000,000 
f ro" the Swiaa Bank Corpora tion in New York; $5()0,000 !rom tho Union Bank, 
SVi tserland; $2, 000,000 from tho SWiu BanJc Corpontion, Zurich; and $250,000 
from tho Union B&Dlt, Zurich, makiog a total of $4,750, 000 rocoh'ed from 
Switzerland, On the debit eido , there voro paid aut fro DI the account ot tho 
State Bank of Buao\a, $1,500,000 to .Amtorg; $917,000 to ito letter of credit 
account; and $825,000 to the Rotterd&ll Buk. 

CONFIDENTIAL 
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PAIW'IUWI& or 'fEL&CilWl UOJ:InD 

J'IIO)(: Aaerican llllllba .. J, Berlin, O.n&DJ 

DATE: April 6, 194.0, noon 

110.1 8-'7 

FOR 'l'IIEASURY. J'IIOM HEATH. 

In an order dated March ;,(), 194.0, the Reioh '1'reUIIZ'J' 

announoee that zinc coin• in denoa!Aatione of 1, D and 

10 pfenD1ge Will be iaeued, Up to the preeent t1ae there 

89 

hU been 1eeued no dec.ree to retire the 1 pfennig copper pieo .. 

and the 1, 5 and 10 al.-'.na bronr.e coi.ne vhlch are in cir

culation naw, but it ie preauaed that eTentuallJ theee ooine 

will be withdrawn and melted, and their content added to 

the 1.nduetrial metal. reeervea of the Government. Tbe new 

coin• are merelY to supplement the old for the moment. 

Note ehould be taken in thie ocnnection that at preeent there 

ie a oertaln shortage of fracti onal. ooine. Tbie ie in part 

due to 1noreaeed oirculation requ1reaente in rtn of the 

addition of Pol1eh territor1ea to the Reioh. It ie a1eo 

partlY due to the faot that renten bank notea haTe not 

entirelJ repl&oed the n1okel one-aark pieoee vh1.oh on the 

f1ret of Maroh vere retired fro• oiroulation. 'rhu an 

1noreaeed uee of traoticnal. coinage ie .. o•••Arl' 

IIRJ:. 

U:LW 
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l w GMY 

BErlin vi a CopenhAgEn 

Dated April 6 1 1940 

REC ld 5 : 00 p.a. 

Secretary o: State 

Vlo.shinston 

8431 April 6 1 9 a.m. (SECTIO!I ONE) 

In their i ssucs !.inrch 30 nnd 31 the DAZ; .•• 

R5EI1:1VEST PAELISCHE , and !WIBURGER PRE; DENBLATT 

devoted le&~.ng Editorials to criticism of ljbErnl 

commercinl policy. ThE DAZ article was writtEn by 

~rn~~lf.• Director of tht Reich Statisticnl OfficE 

who citalnrEd that rEciprocal carcnitrnents as regards 

qucntitica of zoods to be Exchanged on thE basis of 

just price ~elations wErE thE foundation of the new 

Gennnn trade policy. He assErted that forEign trade 

on such a basis did not involve economic or politicnl 

dEpEnclEncE but on thE contrnry a factual Economic 

frEEdom which was much mort desirabl e than the frttdan 

of the l1bcral1st1c foreign trndc system in which 

Each partner was freE to do whatever he wishEd but 

who wns also obligEd to subnit to Economic ruin if 

his nEichbo1• so dEcidEd. HE concludEd his articlE 

with 
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lw - 2- No . 843, April 6, 9 a . a . , Section One from Berlin 

with the assertion th~t economic freedom of the liberal 

type wa:; o. delu.sion which in o.ctu~ity mco.nt ocploito.

tation anC. dependence . l 'ru£ economic fre cdom was 

only possible in the community of interests arising 

from a uniformly orgo.nizcd region of supply (vErsorg 

W'lS sraum) in which thE participatiag countries could 

mak e the best usc of their economic possibilities o.nd 

speci~ o.b1litics and in which the COW'ltrics would 

reciprocally~~£ avo.ilo.ble to eo.ch other their products . 

The o.rticlc in the lt!i£Il!WEST FAELISCHE 2£I TUNG 

o.ttacked the libcro.l theory of compo.rativ E costs 

asscrtinc that what seemed mot•£ expensive fran the 

standpoint of pure price miGht .frcm the point o f view 

of commercial policy be the chEapest since the most 

costly trade sitU:ltion wo.s tho.t of W'lcondi tional 

dependence . The concludins assertion wo.s tbct natural 

rq:ionnl trade and exchang es between n eighbori r>_g 

countries would lco.d to a g~cater volume o.f c~crc£ 

th~ ho.d ever occurred under trnde conducted in the 

"old international style" . 

The HALIBURGER FRE.])E:IBLATT articlE o.rmounc cd a nEw 

"ern of world ccono:ny" since free world trade was a 

thing o.f the p ast . The present situation was that of 

strengthened ~tional economics . 

KI!K 

JRL 
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Ooneidering GraeTell1 e ott1o1al poe1tion and in 

new ot the tact that &UIIDiariee ot the three articles 

appeared in 1Econolll1c Nan•, which is publlehed b7 the 

Xiniatrr ot Econolll1oa, a member ot the atatt aeked 

Bergemann, who 1e bead ot the Commercial Pol1c7 D1 rtsion 

ot the Miniatrr, whether the neve ot the Econolllice 

Ministry vera represented in the articles. Bergeman 

replied that the articles did ~ot repreeent the neva 

ot the Minietrr ot Econolll1ca and said that the Xiniatrr 

had not been consulted betore their publication. H• 

said that it had been made clear in cc11111un1cat1ona and 

speeches by Tarioua otticiala ot the Hinistrr ot Econ

olllios that the narrow bilateral trade arrangement& 111ade 

by Germany were to be considered merely aa emergency 

denoea ot a temporary nature and that Germany would 

trr to advance to a traer 87atem whenever conditione 

made it possible to do ao. HovaTer, he adlllitted that 

no studies baTe been begun by the Eoonomica Xinistrr 

With" reference to econolllio problem• vbioh Will aries 

when the war is over or With reterenoe to the polioiee 

and project• which Will need to be undertaken to bring 

about economic reoonatruction. He rBIIIarlted that all 

available tiae and pereonnal had been absorbed in the 

handling 
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handling of preeent problema. In time of war, he added, 

there vae a tendenoJ to praise and JuetifJ all the 

eaergenoJ policies vhioh the war aade nsoeeearJ. 

In a priYate oon•ereation with Viehl, the Foreign 

Office'• Director of Commercial PoliOJ, the queetton of 

the Reich's future trade poliOJ aleo aroee. Viehl 

stated that Germ&nJ1 8 economic diff1oult1ee and the 

Government'• polioJ of directing the oountrr ' • economic 

torose toward certain political goale had neoeeeitated 

the present foreign trade agreemente. Be eaid that hie 

pereonal opinion vas that both ae regard• internal and 

external eoonomio relatione, GermanJ would moYe toward 

a freer eltuation upon the return of a lese difficult 

economic and pol.itioal situation following a etable 

peace. HoveYer, he said, there vae a tandenoJ in the 

Go•ernment to ineiet that baoauee certain auooeaeee had 

been accoaplieh.ed bJ means of the pre .. nt Go•ernaent 

economic controle, theJ should be made permanent. Be 

admitted that no studJ of poetvar eoonomio problems 

and their solution was in progreee in the Foreign Office 

and he thought it unliltelJ that etudiee of thie kind 

would ~ undertaken 1n the near future. All. the 

belligerent•, he added; ar. inclined to &YOid talk of 

peace plane einoe theJ are afraid euch talk might be 

regarded 

93 
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regarded aa a eign ot weakneee. The etud7 beiq •eA• 
at the Reiobebank, Wbioh apparentlr ie oont1ned to poe

s1ble postwar international monstarr and t1nano1al 

arrangeasnte, 11 tbs onlr actin etud7 ot postwar 

economic problema that bas been started, so tar ae ie 

known. 

Please 1ntorm Treasurr. 

(END or MESSAGE) 

U :EB 
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ANGLO -FRENCH PURCHASING BOARD 

SECRB'l' 

Dear Mr. Secretary: 

New Aircraft Programme 

WASHINGTONt 
72~ 15tt. ST., N. W. 

AprU 8, 1940 

In accordance with your suggesti on, I 

inclose a note of our telephone conversation on 

AprU lst . 

VIe ar e anxiously looking forward to 

official advices as to releases and priorities 

since .-e ar e of course most anxious at this stage 

t o achieve the maximum progress possible . 

The Secretary of the Treasury 
Washington, 0. c. 

' 
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Ue,oranoum of Telc}hone ConvorsQtion with 

Mr. Uorgenthau a t Sea Island, Georgia, 

2:30p. m., April l, 1940 

The Supreme Council has now given the Anglo French 

Purchasing Boar d the necessary aut horit y to go ahead with 

the air programme, within certain broad limits , as soon as 

it i s known offic ially t hat releases have been granted . 

There still remains the question of distribution amongst 

the various aeroplane types, flhich will be ironed out in t he 

immediate future and which will meantime involve no delays 

so far as the AJ.lled Governments are concerned. The pro

gramme will be of the order or six hundred million dollars 

as it is felt this will not strain unduly the machine tool 

situation as migh t the original programme contempla ted . 

Ur . Purvis said he was asked officially to express 

the very r eal gratitude of t he two Governments for the 

valuable and friendly hel p given by Mr. Morgenthau and an

ticipated f rom him in the future . 

Mr. Purvis advised the lilies hoped no official press 

release would be felt necessary by the United States Admin1s

trat1on in regard to this decision but that , should there be 

(which of course it was real1zed was entirely the Administra

t1on 1s decision) , t he All1es would appreciate very much an 

opportunity to agree to such a release 1n advance so as to 

take care of public opin1on at the1r end . Mr . Morgenthau 

could see no reason f or any publicity at this juncture . In 

reply to a specific query, Mr . Morgent hau said it would be 

in order for an A. F . P . B. representa tive t o get in touch 

w1th Mr . s~artz froc t1me to time to ascertain how best t o 

synchronize with the United Sta tes press releases in t his 

matter. 
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Kr. Worgenthau felt the releases would be made within 

a day or tr.o at which time he presumed negotia tions would 

start. In this connection Kr. Purvis advised that , llhere 

unaffected by the releases , negotia tions were a.lready start

ing, particularly in the engine end . (E. g. Curtiss Wright 

are being authorized to proceed with its plant expansion 

{$7501 000) and certain options already existing would be 

exercised (4,050 engines for the French and 20 flying boats 

for t he British . ) 

Kr . Uorgenthau stated the opportunity which he be

l ieved would be given to the Allies t o secure a proportion 

of the planes on order for the United Sta tes Army and Navy 

might bring about considerabl y earlier deliveries than 

would otherr;ise have been the case 1 perhaps to the extent 

of five months or more . ur . Purvis understood that after 

the United States Army and Navy had taken say one- third or 

... ?n.~:-hal.~ ~~ t.~': planes covered by its existing contracts 1 

tho opportunity would probably bo given t he Allies to 

secure priority on the balance . 

New York 
April 8, 1940 
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Apl'11 8, 1940. 

In replJ refer to 
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!be a.oret&rJ ot ltate preeente h11 ~l1aent• 

t o the Honorable the leoret&rJ of the !re.-urT and 

enoloeee a oop;r ot deepatoh no. <6829 troa t.h.l 

Aller1oan J:.baaeJ d London, dated Maroh 9, 1940, 

tranea1tt1ng oop1e• ot 1tateaent• of thi ' Bnt1ah 

leoretary of State tor Air and debate 1n thl Boule 

ot Oo11110n1 l'legar41q air llt11l&tll tor 1940, u -
reported 1n Boneard. 

&no1oeure: 

rroa London, no. 4.829, 
Maroh 9, 1940, with 
eno1o IIUl'lo 
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""'!'1001 M m RA"dl 
.tPRn. a. 1940. 

Shippiw SU•Uot. 

The onlT change of significance in the export cargo 

situati on is the increase in the demand for ship' s space to lift 

steel. There was a a gain of about 15~ in orders for steel 

received in lfareh and the greater part of this gain i s attributed 

to export orders, some companies reporting that 15 to 2~ of their 

orders ere foreign and it is estimated that 1~ of the production 

ot all companies -in the United States i s going into export ebannels. 

Great Britain is the largest b~er. In this connection it is 

reported that the British Kinistry vessels ere going to be required 

to carry much larger percentages of their cargoes in the form of 

steel. 

The railroads at New York are continuing to lighter an 

average ,of 700 ears per da7 for export. This average bas held 

remarkablT uniform for weeks past. The back-log of export t'reight 

i s decreasing as the average nuaber of ears on band daizy in February 

to be l i ghtered for export was 3723 and for March 3355 . 

The number or ears in storage in railroad !acUities as of 

April 4th was 4900 with an unused avai lable eapaeitT of 9653 . 

Grain on hand in railroad ears, eleTator s and boats at the 

Port of New York is well under two million bushels . 

Indicat ing t he balance between export t'reight and the shipl . . 
to accommodate it is t he fact that on April 4th there were onlT 

68 railroad lighters· on demurrage alongside ships. 

Railroad ear loa,dings in the United States ere r nnn1ng at 

the rate of 98*' or the t en Tear average. For the week ending 

March 30th there was a slight increase, accounted f or bT Grain &Dd 
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Coal, all other maJor classifications being less than the 

prerlOilS week. 
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In spite or the seareit)' ot fixtures, the t~-ebarter 

and net fora charter r ates bold tira but the undertou 11 

definitely softer. Coal rates to South ~rica haTe declined. 

Grain trom the RiTer Plate to Antwerp is $28.00 against the 

last fixture ot $29.00 and a recent high ot 132 . 50 per ton. 

A tair amount or business in grain troa United States Worth 

Atlantic ports to Antwerp has been done this week tor April 

IIO'I'eaent but the deund was not aggressive enough to aoTe the 

rate troa the 75¢ per 100 lbs. lenl. 

Trans- Atlantic non-conference operators, Isbr endtsen

Moller, Bernstein and United States Navigation Company, are 

having ditti culey Wit.h the_ ships they han scheduled; in the 

ease or Isbrandtsen they haTe nothing scheduled definitely 

beyond staa.ers now loading and which haTe been on the berth 

tor a considerable tiM, One regular Ccnterenee line, the 

Black DiSJDOI!d, apparently is experiencing diftieul ey in getting 

a suitable vessel aa they have nothing WhateTer scheduled to 

Antwerp/Rotterdaa, 

Regraded Uclassified
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TREASURY QEPARTMENT 

INTER-OFFlCII: COMMUNICATION 

DATa jprll II, l9'ro 

Mr. OoohriiD CONFIDENTIAL 
In a quht toreip o:rchance llllrket, tho otorl1nc quo t ation IIOT..S. lover. 

In Auterdall , tho rate docl1ud troa 3.511-1/16 to 3 · 57-9/16 Juot before o'lll' ~,._ 
lJI&. !be tirot quotation in low York wu 3·57-5/8. It IIOTod otoadll;r 4o......,ar4 
to a low of J , 55 llo tho oarl;r aft ernoon, A f1r•r hndOD.Cy then ~ IID4 
otorl1a& cloood at 3· 55-l/2. 

Soloo of opot otorllac by t ho ol.x roportlDC bllllka totaled. 1.5211 ,000, trea 
the follov1JIC ooureoo: 

Purebuoo of opot otorl1ac a.oUJltod t o 1.1116,000 , u 1n41ut..S. bolovt 

!y coamercial concern•····•·•·•·•··•·•• •••• ········ · · ···' 
B:r fordp bADII:o (Jnrope , 7ar ! ut and South A.eriea) , . ·;;-;;~&.; 

Total • • 

Tho Irnac i'ruot Oo"P"":f reported that 1t had oold cotton billa Tolu..S. at 
1.3,000 to the :Sri Uoh Control on the bub of the off1c1al rate of 4, 02-1/2, 

!be O...Z.ant:r i'ruo t Ooap...,. reported that 1t had pou-cbued iolO, 000 tor Ma:r
June del1Ter;r troa the :Sritioh Control at 4.0J-l/2. '1'ba e terlinc will be uo..S. 
by ou of Oaarant;r1o cuatoaare to 1'117 tor ohlp•oh ot N bber. 

'1'ba rate tor the bolp., which IIOT..S. to lovor lonla lMt welt, tune4 otroDCOr 
todoy. !bo clodac quotation vu . 1709-1/2. 

Tho illpronMnt in the CanodiiiD dollar caM to a halt toda:r, '1'ba oponiac 
dheount wu 15-3/liif., vbieh io the boot rate t hat baa b- quoted tor t hat .,...._ 
reney for ooao u.. 'l!bo Canadian dollar oubo.ontl;r voekon..S., boveTer, and 
the cloolac dheou.ot wu 1~1/1/f.. 

The other iaportant CNrrencieo cloood u follow 1 

heneh franco 
Cluilden 
Moo franco 

.0201-1/2 
·5309 
.22'42-1/2 

!be J..S.orol lleoarTO :SIIIllt ot 1.., York purchao..S. 110,000 bolpa tor accOUJlt ot 
tho BIIDk of Latvia. 
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Yo oo14 f790,000 1a pl4 k tM Wlnal ~ ot hlci•· to llo lll1lol to lh 
__.,ko4 80COOUit. 

Yo :pvch»e4 $6,215,000 1a ,.U t.- tllo-wtco4 ••1•' ot .u-.- ot 
Jorvq. 

!hero ,..,. "" - --'" ot p14 npone4 to u todq. 

!!'be lombq quotaUoD tor epo\ oUftl' a4.,...,e4 tbe eqvJ.ftl•t ot 7/16# to 

39-9U· 
'l'bo LoDd.OD prlcOI tl.u4 tor opot -.4 tontarl aU'I'OJ' w.ro 'bot.h tt±nr' at 

<J>-,1/&4. !be u ••• oqlliftl•h ... e 32·381 aD4 J2.2(¥. 

11aD47 u4 llanwl'o oottl- price tor toroi4a oU'I'OJ' wu "'*"1'>4 at Jl4-3fttl. 
!l'bo .,., .. .,...,., 1 plll'cmoo price tor torotca aU•• .,.. oleo ""*-=co"· at 351· 

Ya -'• elx purchao•• ot aU •• total1ac ~29. 7~7 oaaco• 'CIIIIl.r tile au ..... 
Purchaoo .let. ot tbia -t, 50,000 -•• roprea.te4 a ula t.- a..-...,., 
ud tbe r-1Dl,.. 379, 7~7 auac•• coalhh4 of - pro411G\1oa t..- torei4a -'rlol, 
for torwrd 4ollfti'T· 

coNF\DENTlAL 
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TREASURY DEPARTMENT 

INTER OF'FICE COMMUNICATION 

DATE Apr11 S, 1940 

TO 

,.,,,., !(r. 

Subject : Ra1 aovement t or export . 

Exnort t re1ght rece1ots levelling out 

Receipts or tre1ght for export at New York dur1ng March 
have held at appr ox imat ely the February level, ranging between 
4,000 and ~ .500 care per week. (See Chart 1 and table at 
tached). Weekly reoe1pt e ot export freight at 9 other North 
Atlantic ports during March averaged 8ligbt1y hlgber than in 
February, but t hey have ahovn a declining tendency i n recent 
..-eeke . 

Light erage f rei ght in storage declines f urther 

The volume or f reight actually exported from New York 
during March (see Chart 2) has been great er t han r eceipts ot 
expor t treigbt •·ould ind1oate, averaging higher than in 
February, since exoort freight in storage has been steadily 
reduced. Chart 3 shows t he recent declining trend ot lighter
age freight (largely t or export ) in storage and on hand t or 
unloading 1n New York harbor . 
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RECEIPTS OF FRJ:IGII'l' FOR IXPORT AT lfEV YORX 
AND AT NINE OTHER NORTH ATLA!ITIC PORTS 

Nine other North 

111 ---

Week ended 
1939-40 Rev York 1/ Atlantio porta gj 

(Tn oarloade) 
3,707 Ootober 28 

No·rember 4 
Noyeaber 11 
NoTeiDbtr 18 
NOYellbtr 25 

lleotllbtr 2 
Deoember 9 
December 16 
Deoember 23 
Deoembar 30 

Januar1 6 
Ja.nuarJ 13 
Januar1 20 
Ja.nuar1 27 

FebruarJ 3 
FebruarJ 10 
Febru&rJ 17 
Febru&rJ ~ 

Haroh 2 
Haroh 9 
Haroh 16 
Haroh 23 
Maroh 30 

3,562 
3.~~4 
3.,3 
3. 97 

3,435 
4·~ 
4'1!48 • 3,856 

4,000 
4,0~6 
4,0 0 
4,389 

4,274 
4,614 ,.91 

.550 

~.577 
.059 

4,072 
4,424 
4,150 

1,~ 1, 58 
1,602 
1,1~ 

1,251 
1,433 
1,557 
1,825 

1,498 
1,~90 
1, ~7 1,6 7 

2,~ 2, 
1,845 ~ 2,033 
1,~92 

Y Souroe: General MAnager•' Aeaooiat1on ot Rev York, 0.111 
Report ot Operating Conditione in Rev York Harbor. 

Y Source: Aeeoo1at1on ot Aaarioan Railroad•, Car SerYioa 
DiTie1on, Report ot Carload Freight tor Export 
and Coastal Veeeel HoYement. 
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Stcret~ry of St~tc , 

li.:-.uh1J18ton. 

ORAY 

P,;.rio 

Dated Ap~il a, 1940 

Rtc 1d 3 : 05 p .m. 

437, .\:pril a, 7 p .m. (SECTION ONE) 

PO:l T3E T.t:.",SU:lY F;teil J:."ITT!!E17S . 

1.15 

FTEdEriC Jenny in 1.:-.ot EVtning t o LE 'IU1PS ana.lyZ£0 

<~ith !li~ uoutl clarity ~d conoidcro.;,le un<itrotondine: of 

the 3ri ti=h clilEIIUllc. thr recent fl'E c 1n:>.rk et drop of . . 
ctcrlino3 fr~nc . HE oct .. forth :>.a followo one of thE 

1 e:.din.3 poin te of diffn•cncc :..n Frmch :.nd i3ri tioh 

cxch:.~E control policy: ·' two e::chc.n~E pol icicc o.rc 

conccivo.bl£ end ~oth o.r£ dtfcnoiblc . 

t!UllPHY 

\r.!C 
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J'l' 

Secretary of Statr, 

'!'!aGhi•lgton. 

ORAY 

PARIS 

Dated April a, 1 940 

::16 

4:57, April a, 7 P~"'· ( SECTIO~' ~0) • 

ThE first which had been tf!cotively practiced by the London 

authorities until tht beginning of ~arch consisted 1n tolErat

ing n fret Exchange mar~tt abroad ~hich was rtlatiwtly l argE 

and in favoring its ma5.ntEnanoE br avoiding anything ot a 

nature to brEak t:1E Equilibriu:n of purchas ts and salts . ThE 

other l"hich sinot. t~~. btgi;,ning has been that of tht French 

Forrizn Exchange Office - which itsElf tu.rnithts tordgn 

Exchange for trensfcrs of torcisn holdings and prohibita 1n 

principlE the payment in francs for ?rmch oports - tmds 

to rtduc e to a mi~>imum cxchrulgE operations on thE frEE markEt 

and to mal ntain Equilibrium by dryina up as far as possiblE 

sources of dE~~n~ for as w£11 as uouroca of supoly of f r anoa•. 

Ht says that thE British Gov trnncnt lc now • racEd with thE 

choicE o' OnE of thEsE two mEt'lods'!e 

UURPHY 

EHB 
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Scc;oct=.r:; of St~tc, 

· !::c:u...n.ston. 

~tc~ April s , 1g4o 

1tc •c.-. 3 : 29 :> ·D· 

( SEC:XOii ::'~C: ) 

C:o ::o tll...""'<>~ ..;.v-.:n:; .·.=~ to:- ::t~:-1~ on th!: f'rcE 

=~r::tt ~t ... !"o::J!:'" tl."'.- tic it-... - ".l:· ;J=:rti::.ll~ o~ com:>lt t cl y 

:U??!": ... -:&.::._ ~ =::..:~£ •.·~~ '".J~jlt ::.::1 t:J£ t:-oubl£ 

:.n t:...._t ==-"".:ct · • IT on t~: ct~:;- :r.n..: it uiohE:: to 

:.::;::Llil:.tt: it~ :)olic: t;.o t c~:t=.~£ f'ollo t1 EL ~'J' P;."':.nc£ 

it lU.t :-::.tnc t ~::J.E: of c tE;oli.:le ~-~:'0.:-.:: . = E "t>EliEVEO 

t~t·no ~u~~2c !"!~o~~~ or ~h: fr£: r~t: it ?O~~i~lE 

..-hilt ~ct~l~~ ~ ~>o'U:l..:= {:!:::oll.n..,) i::; ·· ia; o:::tc.; on 

t0 .. "'£1~ i:' ,::X.:"t:t:o= :.:t.:. h: .;o:.:tt.: OUt ~.:. t -th.E f~r::t 

?rinc~~l~- c: ~ ~~:Ectivz oon:~:~ ~£f~~t io t o ~vo~d 

h.:.vL"l:; :\U:.t:.:lt_:-.l c;_u..".lltiti:. of n.·.t1.on;::l ctL.--rrncy L"l thE 

b:~: o~ ro~ci~~~= tr ~c ofrc~cL ~ ~~aD on tbE EAc~c 

::~.~-t£ t · • 

cs:::; 
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J R GR.',Y 

D~ttd tp~il a, 1940 

Rtc ' d 3:40p .m. 

Stcrttcry of St~tE , 

U~::hington . 

437, :.pril a, 7 :>.m. (SZCTIOII FOUr:) . llt continue a : 

4 Tht )roblcm in qut~tion oinct the becLnning of tht wcr 

io much more c!clic:-.tE for G1•cat 3rita1n ~ for Fr:.nce 

for thE ::implc rE:-.oon tbr.t the volume of foreign holdingo 

io 1nr1n1 tcly g;;-tctEr in London tb..'\11 in Pcri c . Thio 

txplaino why thE B:m!: of England i n 11ru of givina tht 

ovmtro of ouch holdingo who deoirt to repatriatE thEm 

forEiGn rxchan3c co doto the FrEnch foreign exchangE 

office , only pcrmi to th011 in principle to liquidatE their 

pourulo (otErl tna) on forEi3Jl freE m=.rk ct:~·• . HE point:~ out 

th:.t opinioa:: :-.:: to the rEmedy v:-.ry; ::om£ t'cvorinc; the 

blocl:ins or cuch rorti3n hold11\3o for the dur~tion cr tht 

war , tlith an o:;:cll::nGt cunrcnttt on thEir ultimate 

withdrct~:-~ , \7hcrc other:: ur~e that foreign Ex chan(lt be 

grcnttct :-. t tht off1 cia! rete for tranDfcr abl t foreign 

holc'!n~o ::till i n London , on thE ground tha t oincc m~ny 

holding~ hcvc lon~ cincc been liquidctoi Britioh b~ 

crttUt woulG bE lEoo effected by the looo of ~;old o;;

torti~ EXchan3c involvEd. 

CSB LURPl!Y 

Regraded Uclassified
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JeDD7 oonoludea, 1 !ha praoed1ag 1D41oat1ona .ako 1t 

oloar that tho probl• po .. 4 b7 tho rooent fall 1n tho poa4 

&D4 tho truo on foro1ga uno t o 1a 1D no ooua 1naolublo. 

It 1e a eu.plo teobD1oal probl• oona1at1ag 1n a oearoh for 

the moet r ational ~pl1oat1on of exchange oontrol. There 11 

no reaaon to doubt thd after baT1ag wa1gho4 wUh oara tho 

pne ud cone of different poealble atopa the reapona1blo 

author1t1ea wlll eoon take the 4eo1o1ou vhloh the a1tuat1on 

eeeaa to require•. 

J'roa a prn1ou telegraa, deted Apr11 1, lfo. •17, 

troa the Eaba117, :rou Will rooall J •11111' 1 opt1a1• that tho 

Br1t11h 1nteD4 to 1aot 1 hardly t1nde eoho aaoDg the f1.Aano1al 

author1t1ea 1D J'ruoe. RcntoTor, !tuff haa lett ·tor London 

to- dleouee tb!a"'qiiiiii'tioil, 'jireeuu.bl:r. A report oaao to •• 

toda3' that a J'ronoh ooncorn throup Xorgana aol4 teoo,ooo 
tor poUDAe on tho aark8t 1D lf.v York, and taaod1atol:r took 

truoe tor tho pounde. !he ooatrol doll aot pora1 t d1reot 

oo11Tere1o11 troa dollar• to trance at the lf.v York rate 

b7 a J'renoh oonoern or relldont; but tho ator-nt1ou4 lopl 

loophole Will bo aTa1le4 ot 1noroaa1DC17 1t tbtro are no 

aeaauree to roaed7 tho a1tuat1oa. 

IIIJ) IIIG!IOI FIVE. 

XURJII!. 

U.IIMW 
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JT 

Stcrctary of State, 

Washington. 

ORAY 

PARIS 

DatEd April a, 1940 

Rto 1d 5 :15p. m. 

437 1 April a , 7 P•'~~• (SECTIO,' SIX) 

:20 

In this morning's AOENC£ ECONOHIQU£ ET FINANCIER£, that 

journal's American correspondent after discussing reduction 

or American exports of agricultural pr oducts ( ~1th the • 

exception of cotton) to the Allies wri tes , "The Department 

of Agriculture advised agricultural interests from the 

beginnt.n.g that tht;r should not count on an increase in snlcs 

ot their products . NeverthEless, these interests exercise 

an incrtasinbl y stron3 pres~urE on the administration and 

Consress to comptll the Allies to purchase American agri 

cultural products alonti ~itb airplanes and other war mater

ials . 

MVRPHY 

NIC: EMB 
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JT 

SEcretary of State, 

Washi ngton. 

ORA'~: 

PARIS 

DotEd April 8 1 1940 

Reo 1d 5 :30 p . r.to 

437 1 April 4, 7 p . m. (SECTION SEVEN) 

As or possiblE intErest here arc thE proposals of whi ch 

'.lashin6ton was informed: lioensu for Expor t of war 

materials shall not be granted except on condition tha t 

the AlliEs buy a certain quanti ty of agricultural produc ts . 

As t~is proposal has no chancE of rtotiving co~sidtration 

by the authorities a gr oup of AmErican farntrs suggests 

the creation of a special tax on American armamcnt enter

pri ses which profit from 1ncrcaetd exports of war ~atcriols . 

The proceeds o> this tax would subsidizE agricultural in

terests nhosc sales have greatly d lmlnlshcd. " 

MURPHY 

EMB 

Regraded Uclassified



REB 

SEcretary o£ Stat£, 

Washington, 

OIIAY 

Paris 

Dattd April 8, 1940 

Rtc ' d 6 : 25 P• m. 

437, April 8 , 7 P• m, (SECTION EIGHT) 

:22 

An arrEtE of tht MinistEr of SuppliEs appEaring in 

Saturday' s Journal OfficiEl rEquirEs all pErsons or 

entErprisEs having stocks of sugar in ExcEss of 500 ltiloa 

to makE dtclarahons rElinquishing th£ir holding,s . 

DEclarations will covEr s tocks in thEir p055£s5ion5 or 

cons~gntd to thEm as of April 13, 1940 and a rE t o bE 

submittEd to thE military authoritiEs of thE dEpartmEnt 

in which thE stocks arE locattd , 
................... ····· ...... . 1f"ri;port "T s""publfsht"d"iitr£ to thE EffEct t hat among 

t h t accords rEcEntly concludEd bttwtEn t ht FrEnch and 

Brazilian Colonial IUnis tEra is om: providing for a joi nt 

organization for tht salt of cocoa on forEign marktta , 

Thia is said to imply "a ptnnan£nt collaboration b£tw££n 

tht two govtrnmtnts as wtll ns bttwtEn th t British cocoa 

control and tht FrEnch z tnEral nssocintion of import Ers 

of colonial cocoa , 11 

LMS 

EMB 

MURPHY 

Regraded Uclassified
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Secretary of State, 

Washington. 

ORAY 

PARIS 

DatEd April B, 1940 

Reo 1d 5 : 22 p . m. 

437 1 April 8 , 7 p. m. (SECTIOii NINE) 

123 

Yesterday's JCURNAL OFPICIEL published a further decree 

de31gncd to reduce thE consumption or fuel (sEE my telegram 

425, April 3 , 6 p .r1. ) . It provides that no publtc buildi ngs , 

including hotels and apartment houses , nrc to b e heated 

during th£ period April 1 to October 15 and that the beating 

or hot water in such buildings is to bt suspended for four 

consecutive da• s 9tr WEEk in winter as well as s~~tr. In-

fracti ons or these regulations art punishable by fines and 

the pollee arc authori~td to enter the furnace rooms of 

t hese buildings "at any time to ascertain whether the 

regulations arc being observed. 

MURPHY 

NK: OIB 

Regraded Uclassified



JT 

Secretary of StatE, 

lfashin:;ton. 

ORAY 

PARIS 

Dated Aprl.l 8 1 1940 

Rto 1d 7 p. m. 

437 1 April B, 7 p. m. (SECTIOI' TEN) 

124 

llormal and permanrnt budgetary revenue just published 

tor the month of February is 4, 917 1 000,000 francs en increas e 

ot 11 147, 000, 000 francs over the f igure for tht corresponding 

month ln 1939. This incrt~t £ was occasioned both by yields 

from nev; levies i ntroduced subsequent to February 1939 

such as thE arm tax (5251 000, 000) and thE speci al 15% direct 

tax ( 110 .ooo,OOO}. .b.JT .. aug:ncnt.ed .r.e.tlU'n.s .. t::com thE. .inc.oDl.E. .. t.e.x 

(214, 000, 000) the business tax (247 , 0001 000) thE special 

national salariEs tax (151 1 000, 000) sugar and 3accharlnE 

l evies (55, 000, 000) . REductt · ns in relation to ?tbruary 

1939 collections occurrEd with rtaotct to revenue from rE

gistration ftea (129 , 000, 000) , tax on income fran stocks 

and bonds (381 000, 000) star.1p taxu (22 1000 1 000) and special 

indirect contributions (151 000 1000) . 

InfluencEd by wEaknEss of Scandinavian issuEs f ollowing 

the AlliEd movE in mining Norwegian tErritorial waters and 

by htaviness of the Brussels and AmstErdam Exchanges Frtnch 

variable: 

Regraded Uclassified
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- 2- 1/437
1 

Apr!.l 8 , 7 p . m. (SEC TEll) from Paris 

var1ablt rtvtnuc scour1t1te art down from 1 to 3~ today. 

Rente 1ssuts , however , advanc ed traot1onally. 

(END OF !o1ES3AGE ) 

JroRPiil{ 

IJ.IS : O:B 

Regraded Uclassified



REB 

Secretary of Stntt, 

17nshington. 

864, April 8 , 9 P• m, 

FOil TREASURY FROM HEATII . 

GRAY 

Btrlin 

DatEd April e, 1940 

Rtc ' d 6 ; 34 p , m, 

Although no offici::l a.nnounctmtnt hns as yet bttn 

madt I am inforntd thnt tht rt1chsbaret has dtcidtd to 

rtduct its discount ratt to 3-l/2% from thE 4% rnt£ 

at which it hns stood a1nct 1932 , 

KIRK 

EUB 

Regraded Uclassified
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INTmt OP'f'IC3 C C IRRIMCA'IION 

.,..,. April I, 19110. 

TO 

,...,,. 

Eaplo,aent under tbe Work ProJeotl A4a1n1etrat1oa 1e 
r eport-« at 2, 2~,000 pereone for the -k ell4e« llaroh 27, 1~. 
fb.U flpre repreeent'a a 4eoreaee of M ,OOO pereoaa rro. tlle 
pre'floua w .. k &ad of ,S , OOO peraoaa froa tlle maber re~e4 at 
the ea4 of Pebru&r7. 

Attaotaanta 

Regraded Uclassified



1IOU PRone!& AI*IIIIMRA!IO• 
•u.ber of Yorker• a.ploTed - MOatblT 

Ull1te4 State& 

.~ of Worker• 
1937 ( ID tba1111&1148) 

~:UX Ju1T 
Au gun 
Septeaber 
October 
NoYeaber 
Deoeaber 

19~ 
J&lluarT 
Febru&rJ 
llarob 
Apr il 
II&J 
J\Ull 
J\llJ 
AllgU8t 
Septeaber 
OCit ober 
lloYeaber 
Deoeaber 

1939 
J&nU&rJ 
FebruarJ 
llarob 
April 
II&J 
June 
JU1J 
Aucuet 
Septtaber 
Ootober 
IIOY .. ber 
Deo•ber 

1940 
J&.llu&rJ 
Febru&l')' 
llarob 

Source: York ProJeote Ada1n1etrat1on. 

MonthlT flgure e are veeklT figure• for the 1ateet 
week of the aoatb. 

fhe1 1no1u4e oert1f1ed and nonoert1f1e4 worker• . 

1,~ 
1,.76 
1, 520 
1,671 

1,901 
2,!>75 
2,"5 
2,582 
2,678 
2,807 
3.053 
3,171 
3,228 
3.346 
3,287 
3.~ 

2,986 
3.~3 
2,930 
2, 751 
2,600 
2,551 
2,200 
1,M2 
1,790 
1,901 
2,0~ 
2,152 

2 , 2~ 
2,320 
2,2 .. 
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Week £nd1ng 
1939-~0 

September 6 
septe11ber 13 
September 20 
Septe1ober 27 

Ootober ~ 
October 11 
October 18 
Oct ober 25 

November 1 
NoYellber II 
No..ember 15 
November 22 
llo..ember 29 

December 6 
December 13 
December 20 
December 27 

January 3 
January 10 
January 17 
January 2~ 
Januarr 31 

FebruarJ 
1
7,, 

Februarr .. 
Februarr 21 
Februar;y 21!1 

March 6 
March 13 
March 20 
March 27 

VORl( PROJECTS ADMINISTRATION 
Nuaber ot Worker• lap1ored - WaeklJ 

United Stat .. 

Nuaber ot Worker• 
(In t houeanda ) 

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

1 , 1!134 
1,1!175 
1,1!191! 
1,901 

1 ,901 
1,929 
1,961 
1,91!7 
2,024 

2,075 
2,123 
2,144 
2,152 

2 ,160 
2,190 
2,222 
2,244 
2,265 

2,2U 
2,3o6 
2,319 
2,326 

2,323 
2,319 
2,312 
2 , 2U 

Source: Work Projects Adm1n1etrat1on . 
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GROUP ll!lB'l'II!O April a, 19-iO. 
12100 Noon 

Preaent: 

B. l!.Jr: 

Sullivan: 

H. M.Jr: 

Sullivan: 

Sullivan: 

oaetcru 

Sullivan: 

H, K,Jr: 

Tho111peo n : 

Kr, 'lho!llpeon 
Mr. Cochran 
Mr. Gravea 
Mr. Sulli .... n 
Mr. Haae 
Mr. Cotton 
Mr. Wh1te 
Mr. Gaston 
Mr. Schwarz 
Mr. Foley 
lire Klotz 

I hear everyth.1na hae been very quiet and 
peaeetul and John Sullivan h ae nothins to 
do , eo I will give you a t ew aaeiglllllente, 

llo , I am no longer poli tieal. I am a career 
man, after last Tuesday. 

I always thought you were a career man. 

Definitely, a f ter last Tuesday. 

What happened last Tuesday'/ 

Well, one llew York man 1n Treasury asked 
another New York man 1n Treasury when the 
primary was 1n llew York. 

When waa itT 

It was that day and neither ot tham knew, eo 
I decided I was a career man. 

So are Ed and I, 

In hie l etter to me , Dan wrot e me a letter in 
Whieh h e said there were two things whieh would 
come up thia week. One of them, the Prea1dent 
ie going to have a Meting wi th the Director 
of the atdget and CUrrie and m7aelf on the debt 
limit. 

Now, during Dan'• a bsence, ia the debt eommie
aioner t he fellow that knowe the debt lt.itT 

I mould th1nk Ed Bartelt would be the -.n. 
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u . li.Jrr 

Thompaona 

U,IJI,Jrr 

Thompson 1 

B.li. Jrt 

Haaaa 

B,lf,Jrs 

- 2-

Bltdlel.der 1a lookiDa attar tb8 worlr or 111'. 
Bell' • orttee. 

11ho wO'Ill.d be tile ~' 

I til1mlt BSdle Bartelt. 

-r.ll Bdd1.e I woal4 like to eea him at lOtUS 
to.orrow .,rui.JI8 on the debt l1lll1t, Dan wrote 
.. a letter 1.n CS.ch he aaid that the debt 
llJd.t was aroaDd too and eo--odd million 
dollars and sne ch aa it arrecta taxea and 
lesiala"-• I til1mlt Sulli'RD and Pole,- had 
better be here 0 too. Do ,-ou want to sort ot 
keep traek ot tba.'t 

Yea. I rlll do that, 

That doe11111 t cc.e llllder you, George. does itt 

lfo 1 not the account1z18 pert or it. 

But I -- jaet eo - there wUl be talking about 
the taxes and all that. We will have a little 
-eting at 10rl5. 

Thia 1a j.at our own paoplet 

Yea , I ~ed ~ the Director ot the Badgat 
and he aaed to be u:cnaed becauee he aaid he 
-• wod<ing oo the third reorganisation plan 
CS.ch baa to be re.d7 Wedneada,- 1101'111ng. 

'!'be other th1ng I wanted to gat read7 ror 1a 
the Prea~t'• .. eting with Wallace and Hull 
and ..,.aelr on the two-price pound. When doe8 
BaaU Barr1a get haokt 

Thompaonr Be o1J6ht to be here. 

B. II!,Jrs I thought - could do eomethtna on that at 
StOO thla artel'IIOoo, 

Pole;y r '!bat ia ttne. becau.ae it 1a Yei'J preaaing 11D4 
.. OQSJlt to-
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B.M.Jr: 

Vlh1te : 

H. V. Jr: 

Cochran: 

H. lt . Jr: 

( 

( 

Well , 1n that Cab1Jlet -eting, the Prea1dent 
eaid he waan• t going to do a thing about it . 
Now, ot eaurae - I will tell :rou the ato17 
which Dan told - 1dl1ch - well, both the facts 
are eo r1dJ.cu1oua. llr. 11'a.llace aai.d he eat 
down with an udaloWI'l and \IDll.lll:led newspaper 
reporter who aaid , one, that the Prea1dent ia 
worldng on a plan to raiee the price ot gold. 
Well , I add that liar17 juat wean' t doing 
that and denied that categoricall7. I juat 
!mew Bar..,- wasn't doing that. 

Yea. ~atever :rou ~en1ed, I will swear to. 

Abo U. t sees for Y.erle Cochran. 

Thank J'OUo 

And the second th1.ng is tba t the Italians were 
drawins down tbei.r tllncb. Y1bat I set out ot 
that 1a thie, tba t Heney Wallace baa got &Clllle 
kind ot a tr1c:lc 1n hie a.1nd about co:mnod1t7 
pr1cea, so anybod7 who baa had anything to do 
with the t wo pr1cea on the pound are invited 
to be here at ~:00 o'cloc:lc an~ we can do a 
Uttle on that and tben the other thing 'ltlich 
I tbo•t - I wanted to aoe that John bad acm:e
thin& to do. 

On the reorsantzat1on bi l l, alcohol , P .A.A · 
comes 1n the Tre&BU17. I read the int erview 
wi th captain - teU.iJ:Ia juat how Wf were going 
to handl.e it. Wow, the on~y ins tructions I 
ha..., got t'rom the President ot .the United 
States ia to aee that lle.xander baa a job and 

inasauch u it 1a Intemal Revenue , John, I 
thought ,-ou z:dt;ht look into thia whole thing. 
The tellOW8 who 'lalow a lot about thia are 
llcRa,.nolda, who 1a now with the Preeident, and 
Harold Graves and Gu;J He~vering and I thought 
:rou might get thee toge ther and go into the 
whole queatton, 70u aee, and ot courae ;rou want 
to be ve17 care~ - I .. an, Ed Pole7 haa been 

133 

to all kin.d or paina to aee that J'OU keep the 
General Counsel in Federal Alcohol Administration. 
You will Juat have to ateel ;rouraelt to do that. 
Be will want :rou to keep hia. Ed ia going to 
do ever,.thing he can to e ee that JOU keep the 
Counsel at $10 , 000 a Jear, but ;rou wil~ have 
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to do the thins purely on a acientirtc baeia. 

Sull1vana I Ulought be wanted to ~he h1a to tweln. 

B.II • .Jra I th1.nl< it wcnad be a nice job and llci!Bynolde 
and Harold Gravea Jmow an awtul lot about 1t. 
I think it you could find out what you t ellowa 
know - !lo.-n, because it h adlain1atratiYe 
procedure - and llcRe;ynolda and Gre.-.ea and than 
attar you bave got your ideaa - bacauee wbat 
th1a tallow told the President just doesn't 

Poley a 

H. X. Jrt 

Graveaa 

B.JI • .Jr: 

Kloha 

Gaatona 

B.M • .Jra 

go with me, because what he told the Preeideot, 
he waa just goina to continue ae it ia. llow, 
I have told the Preaident tor three or tour 
yeara, either kick it out ot the Treasury or 
put it 1D. llow, the Preddct baa put it 1n 
the TreaalU7• 

Hie ottlce ia abolished. He ia out. He baa 
got no job 'llhen this reorganization goee through. 

You know a lot about it. 

Yea. 

so, will you take that upt I th1nk it 1e veey 
1ntereat1ng and incidentally, the tallow wbo 
drew the legislation, it you want any bacll:ground, 
1a Eddie Greenba_, so 1t you want to go back 
to the original th1Jl8, bow it happened, E4d1a 
Gl'eenba- -• the f ellow Who drew up the legh
lation. I - right on that, - I nott 

Yea. 

I am giving the tellowa who uaed to work on it, 
eo you can get the background, and ao torth. 
The Preaident'a attitude originally waa on the 
th1Jl8 that that -• a aocial - ttar. It ia no 
longer a aocial -tter. It 1a juet a question 
or &dain.btration. . 

They &lao baYe a Pulll1c Relatione .an there. 

I lmow. Well, that 1a about &ll I b&ve got. 
HYeryth1ng alae 1a nry quiet. 

.!. 34 
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Thompsons 

Thompeons 

H.II. J rs 

Grave as 

Qraveea 

Gravoea 

H, I!,Jrs 

Gravoes 

H.ll, Jrs 

Graveea 

Folers 

Schwar&s 

Grave as 

Fole71 

Grave as 

-. -
llonu.nt 

I have eome peraoiD\el •ttere I would like to 
dieouea. 

Well, we will get around to 1t . 

For something nice to report, the rose garden 
ia oompleted and will be 1n bloom ahort1J. 

'l'h&t 1s ver,- important. 

Harold, I am eurpr1eed that you can't keep )'Our 
mouth quiet (handing llr. Gravea a cl1pp1ng) . 
Where did that come rr0111t 

From Elder. 

What 1a the ideat 

I don't know. 

That ear• 235 thouaand dollars. 
right f'1guret 

Yea, approximately. 

Why would he do itt 

Ie that the 

I don't know, but there are recta here that we 
couldn't poes1bly have known. We have got th1a 
Ch1 cago l&11)'8r. 

Ia he a good onet 

Yea . 

'llbo1e1tt 

Barry B. Sutter. 

He 1a with one or the beet r1rma 1n Chicago. 

I dc:a't know Sutter. -.,t 1a the Dalla or the 
r1rmt 

I cl14n 1 t .aka a DOte or 1t. 
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FoleJI 

H. I!. Jr: 

Schwar~• 

Sull1V&nl 

Oaeton: 

R. !.!. Jr: 

- 5 -

Sutter, Sutter, Jtell;r and Le"7• 

It muat be a good tir.. I don ' t know about 
the Sutter•, but the ltell;re and Le"7• are all 
right . 

Well , the,- are juat tronte . 

Sutter providee the dough. 

The New York Time• tallow came to .. Fr1da:r 
and wanted to dieeuee that 11&111& matter and I 
told h1111 we weren't tree to ~~~&ntion 1t. 

The tallow trom the Chicago Tribune called me 
up at 12100 o'clock laet night and aeked 1t 
it waa true t hat we had elapped a l .1en on 
Bowman Elder. 

13(' 

Well, :JOU (Graves) are eo1ng to ride up to the 
house with me. I am so1n6 to leave about l2J;50. 

Kr. Magill called up and eaid he would be here 
Frida,-. 

ora vee: .......... :Cwaiit'ed. to' talk" to jou'"aliout·· ~h&t·~ . . ... . 

Folera 

H. X. Jr: 

Orave a: 

R.I!.Jrt 

ll'b1 te 1 

Jim Landis called ms aleo on Frida,-, Thursda,-
or Friday, and he wanted to know - 1t he doesn't 
have to come down, be would like to know reason
abl,- soon. 

Harold wi.ll write back word and give it to 
Kelt&,-. All right, B.aroldt 

Fine. 

RareyT 

Th1e silver matter ie being held up 1n the Senate 
until Bartcler wante to call 1t. There 1e some 
question as to whether he will hwrr about the 
-tter, so that Towneend -:r aee tit to attach 
1t to whatever bill he can. That 1a the etatua 
ot tbat at the ., .. nt. 

The Inter-,..r1can Bulk atatu. ie that there 
are aeveral --
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H, M, Jrt 

H. JJ.Jr: 

Fole:y: 

foblte: 

H. M, Jrt 

1ih1tez 

- 6 -

Tell the ator:y about when :you came down, re
member ? 

There was an important point to be decided 
which called for the Secretar:y' s decision and 
the underetanding I luld before I let t was tba t 
if he decided one wa:y, he would te lephone. 
If he decided the- other wa:y, he wouldn 't tele
phone. So the Secretary, attar a 110-nt' a 
thought , said, "YYhich decision requires a tele
phone callt" I indicated and he said, -.ell, 
let •s have it the o t her wa:y . " 

Needle a a t o aa:y, that is tho way he wanted it. 

Tlult is t ho way great problema are dectided. 

The way :you want them, Harr:yT 

It is because ot :your earlier remark, Bd, that 
I will let that by, about the ll:oll:ye and LeY]'S. 

Tho:y are meeting this morning - I l ett the 
meeting - on the Inter- American Bank. There 

·· -is apparent agreeJOent-· on· all o.f--t.be --ttere. . 
with t he exception ot whether 50 percent aball 
be aub ecr1bed a s specified or 'lllle ther the 100 
percent shall be subscribed a s specified. I 
think the:y will agree on that this mon:dng, 
as wel l ae tho other changes and the tact that 
seven countries have now accepted --

Have you learned your seven countries s ince I 
eaw you laett · 

Yea , I can road them ott, now. It i s UnJ.ted 
States, Mexico , Brazi l , Colombia, BoliT1a• 
Ecuador, and then there a re so- with qual.i
ticatione w1 t h r espect to - the:r will be glad 
to , when they have the mone:r, and there are 
about eight that haven ' t answered :ret and 
there are several who said tbe:r camot j oin 
because the :y haven't enough t'uDda. Chile said 
she has a fundamental objection in response to 
the inqu1r;r which was sen t to all the c~trles, 

but ah a hasn ' t said what the:r are :ret. st. 
will forward them later. 
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B,lol, Jr1 

11bite : 

H.M.Jr: 

White: 

H. f! . Jr: 

Haas: 

H, M.Jr l 

Haas : 

H. U. Jr: 

Haaa: 

H,M,Jrl 

11b.ite1 

- 7 -

What do :rou want 11111 to do tod&;rf 

I am juat indicating that eveeyth.ing ia going 
t'ol'Wilrd a110othl.:r and a t this point there ia 
no d e cia1on to be made, but if, a a I auepact , 
this committee will paaa f avorabl:r on the b:r
lawa in conventi on a a written now, then i t will 
go to the l arger committee, and the:r are hurr:r
ing it up. At that point it will be, I take it, 
the State Department's job and Kr , Serle indi
cated he woul.d want :rour cooperation to preaent 
the matter to Congress. 

Well , we will wait. 

But for the moment there ia nothing to be done . 
It ia go i ng along amoothl;r. 

Georget Rave :rou got those specialaf 

Yea. 

George, woul.d :rou keep after me , because I want 
to get hol d of the Standard stat1ati ca . I 

.... thought we ···could· aka ·a t'r1and··out ·Ot .. h1Ja b)' ...... 
abolrina him where he waa wrong on that atut'f on 
gold. · 

Yea. The:r juet put a new head - the man who waa 
President became Chairman of the Board . 

Soaebod:r there 1a good. 

Yea, that waan • t bad t'or loaing th e available 
data. 

But I mean th1a whole thing. I think it 1a 
amazing. 

Jlr. Se cratar;r, I had aeant to aa:r the Departaan t 
ot' eo-rca, the industrial section, at laaat a 
gl'OUP of thea, got out an anal;ra1a and a fore
east which 1e veey excellently dona, irreapecthe 
of the conclusion, which :rou ma:r or ma:r not 
agree with , but the baaia or the conclusion ia 
veey wall done. I juat got it. I don• t know 
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whether you gpt it, George, or not . 

Haas : Yea, I got it . 

v~ite: Well , I think i t might be well to have George 
submit a critical comment on it for you, 

H, !.I. J rt flhat does i t say for the rest of the yearT 

\;'hi te: They say it will gp between eighty and a hundred. 
They are a little bi t more bearish than anything 
else , I think he is more bearish than he 1n
dieatee 1n there. I know tha t he thinks it will 
approach the low rather t han the upper l1m1ts 
at his range. 

H. U. Jrt Standard s tatistics says lll f or the year. 

Haas : Tbe int eresting feature 1s that tha t happens 
to be the exact figure we took last November. 

Vful te : It was an average of all the estimates and I 
think they must have got i t someWhere. It 1a 
i denti cal. It couldn' t be an acci dent . Well, 

........ ····· .. .. ~t .. could be, but. --

H. M.Jr: Tlell, I wonder i f they f or ecast 111 or anything 
ear l i er than that! 

Haas : No, 115, I think i t was bac:lc there. 

\'thitet Do you think it oeuld be an accident! 

Haas: I thinlc it 111 an accident. 

H, U,Jrt Well, give the Gilbert thing- t o George. 

Haas : I have got i t , 

H, U, J r : Because I have seen that s t uff and on the in
ventory stuff and all I waen 1 t at all 1m-
pre seed, Tbe inventory was purely t heoretical. 
'lhey had no actual info~tion. 

Whit e : That wouldn't be a f air ori t i olaa of the present 
report. 
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H. M. Jr: 

\iblte : 

F. V. J r: 

E.!.. Jr: 

naas : 

~ • ..:. J r: 

Sch'lia..rz : 

&. !I. Jr: 

Ah1te : 

- 9 -

But t he other one, I put rq t'1nc;er oo it and 

t he y did not have actual t'lret bane! 1n.to~t1on . 

I t was a theoretical report . Give it to George. 

Ee has got 1 t . 

tlba t else , George? 

7hat 1s aJ.l . On that hous1nc; c:aterh l. , do ~u 
have a deadline on that? 

Incidentally , you have been holdins out on ce. 
I read the report of the thing you h.a\1e '!>een 
working on and I hear - t h l.s 1s the U--ndeat 
th1nc;. Do you lmow what the lawyers ask<><! -
to do! Analyze eleven thousand l:orae raeea to 
see whiCh system is the bes t . It l a tbe darndes t 
thing ! ever heard of. The Generot.l Oo=el asked 

oo to analyze 11,000 h orse races to find out 
which bett~ syatea wa s the best . 

He is goi.ng to get Annenberg on that. 

::eorge, wh en you got the answe rs , a ee ,.. r irst. 

You know that they held us up a llttl.e bit co 
that? \/e found out that s aue Se~to!'IS !:.Al! the 
forms out . 

I see. 

Chickt 

I .,es reacUng 1n the mornine paper tl:at JOU were 
scheduled to lead, among other Cabine t ofr1eers, 
a three-day seminar next a:onth. 

?bat ia right . I get up and say • "Eo• do you 
do , l&cUea and gentlemen. I aa awtul.l.7 gla.d to 
-et you Oemocrate and I now 1.nt~uce the z::an 
'ldlo bas the anawers on e voryt.hlne;, liarr)' llb.1te 
w1 th the latest. n 

I have most of the arunrera . I will get thee: 
anywny . It 1 s a three-day seaa1on for wo•n 
laelllbera o f the N a t1ona1 &emoc: ra t1 c: Club. 
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B ••• .Tl'l 

Scbn.r&l 

B.X • .Tl'l 

Scbn.l's l 

B.X • .Tl'l 

Oottoor 

• 

- 10 -

I juat waDte4 to be nl'8 that -• l'lpt. 

I .. IOrT7 I d14D't tell JOU• but I did tell 

,ou about ••t1116 Bl'lloe. 

We have aot an oft1oe all eet. 

Satv.zoda7• ao1Dg ba'* t o Io.Uena, _lt1ntoer Alld 
.llaop o~ted on wtat tt1e7 aa1Cl -• tt1e 
UDuaual etat-t attr1bute4 to Ooaat .. toner 

BelYel"iD& tbat Treaftl'J -u .ue -
anoouoo-nt 1D oOGIUiot1on with the 1Dveattsa
t1on. ~ e1Doe learoed ttlet Mr. Belvertnc 

ea1d be aade no nob proaiee men be -• 1nter
dewe4 at the .,.,.te Bouae. 

Well. be ia 11Dder 8ull1Y&D. 8ull1Yan 18 talt1116 
oal'8 or tbat. 

J:eep h1ll quiet. 

Right. 

You llis'lt be 1ntereated to know tbat the ••• 
JOUDg s-tl- 'ltlo 'n'Ote that oolu.1 011 April 

l& will publ1eh a book 'lllhioh I bel1ne will be 

the 11111'1 .. of atort.. the7 wrote tor the 
8aturda7 B'l'ciDa Poet. to be oalle4 tba .a..noan 
'Illite Paper. the atol'f or ttle United state•' 

d1p~OJ 1D the ••~ World war. 'J'ba Poet 
didn't 'QIIO 1t• ao •Jbe the publhber will. 

We will bold our breatba aDd ••• bow it -• 
out. 

Laet week w bad a couple of ••t1Ds• at tb8 
Bllpal"t-~ Blllllr to oODa14er a pro..- ttle 
State Dep&rtiMDt -ta to put over 1a LaUD 

.a..noe and oo a ot10D •• taken ezoept 1a tba 
••• ot Oolo-b1a 'lbllre All allooat10D of ft'I'O 
..snton 4ollaJoll wu ead&. !be ..a po1Dt Ia 
tbl qmeet1nn of a loan t1o Qllle 11114 it •1 

-• up tbie We4Deedaf• I ba'I'O tal!D4 a 
little to JluooloT abcNt it u4 I 1:la1llk I wuld 

liD to ba'I'O -• o!lalloe to teU J'IN abcnat 
it. 
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H. II. Jrs 

Cottons 

H. N.Jr: 

Cochr&nl 

H.M. Jr: 

Coohrarr: 

H.M. Jrt 

Cochran : 

H .~ . Jr: 

Cochran! 

H .~.Jr s 

Cochrans 

~4 2 

- ll -

Will you aek Mac tor an appointmentT I gave 
you the assignment or letting me know what 
these different people are buyi ng. 

I have got that in hand and I will bring it 
in. 

Will you, please . 

I got your {Cochran' s l memorandum on Ashton- Gwa tkin 
recently and I thought I would aee h 1111, but -
aee thom together. Do you think that would work 
all rightT 

I think it would be preferable and when I told 
you they were going away on Wednesday - thb 
morning I heard there waa a luncheon at the 
Canadian Legation on Friday , ao I guess it will 
be l onger. 

I apoke to lira. Morgenthau and we will b e very 
glad to have them come Thursday night at 7s30 
and I would like to have you and Harry there. 
Aahton-Owatkin and Proteaaor Riat . I don ' t 
want them to get down on a too personal bash 
and I take it they want to - they want to have 
a chance. 

Yea , air. 

They are going to 
will be all right 
night , won •t itT 

the Legation Friday. Then it 
to be down there Thursday 

I think they are here now. They were due to 
cQIIle back thie week-end. 

I don' t have to have Purv1 a there, do IT 

Jllo, not at all. 

You can hold everything elae T I will eee you 
la tar. 

Proocpe phoned· j ust before I came in and wanted 
an appointunt , the Finniah IU.niater. Be wan ted 
it tomorrow, it poaaibla. 
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B.M.lr: 

Cochran: 

B. li.Jr: 

'lih1te: 

ll. li. Jr: 

Cochran: 

B. li. Jrz 

- 12-

Be .U.l !aft to .. u. I can't .n.-r. I 
don't ~t to aee 111&. Be .akea • aiel!:. 

Sir Scrippa - to aee •· Be bad -
t.b.Snga to aq tb&t I would llke to repeat 
to Cochran tmd 7ourae1r a0t11ets.- t1Dcla7. 

Do 7ou want • to apeak to tbaae two gentle
•n about the dLanel"f 

U you ttov.l4, pleaae. 

Sull3"! 

Sullivan: .haat boo brief -Nllda. 0ae OD tbU to 
.Ue.xmlder tmd the oDe an th1a to carrie (band1ng 

_,rtmda to SecretaiT)• Wot neceaaar1l7 DOW. 

B. li.Jr: R1sbt• Boor 1a tba baby! 

Sullivan: Swell. '!hree pollDda and three ounce• 1n ailt ...... 
B.X.Jr: 

B. II. Jr: 

B.II.Jr: 

Pole:r: 

JeJ017 Pre.nk WUlta oertain oopiea of reporta of 
.. l'D1.D8• tmd d1rldellda tiled with the ea.ptroller 
b )' the Balik of &..rice and abo a certit1e4 
copy of the Articles of .Uaoc1at1on tm4 S,.-1&••· 
We don't haYe the S,.-l&wa, bat u to the other 
tbinga, we are aa,.tng tbat -

Doea tbat COlli• frOtll ane brain cell to mother, 
aa the Judge •• ,.., 

Yea. 

Rlahtt 

ft1sbt. s- t~ &ao Je- S1e&ler 1n Wew York, 
W2ID i.a briD&illa U..t nit on Beabt 1n bebal1' 
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H.X.Jrt 

Foley: 

H. fi.Jr: 

Foley: 

H,l.I. Jr: 

Foley: 

B,II,J'r: 

or the un1Yereal Trading Corporation - be eent 
certain intel'J'Ogator1ee. You are not aubject 
to the jur1ediction or the New York Sup~ 
Court here 1n Wuh1ngton. 'l'beretore, be can •t 

co~1· JOU while JOU are here to aniWer tbe 
1nterrogatoriea. I told h1lll to aen4 th.a down 
and I wruld talk to JOU and we would let b.1a 

know. He baa written a rather ina1atent note 
and it 1a ..-, recommendation that I tell h1a 

I have talked 1t owr with JOU and JOU don't 
want to anawer the interrogatbr1ea at thh time . 

Would ;rou m1D4, bet'ore JOU do that - because it 
artecta both ~~q otticial aD4 personal lite and 

alao - would that be ent1rel;r agraeableT 

sure, llbaolutel:Jo 

I would appreciate it, 
me 1n a dual capacit;r. 
paper on me up there . 

1naamuch .. it artecta 
The;r could aene a 

They could aene :JOU 1D New York aD4 ot courae 
we could aak the United Statea Attorne:r to 
ha•e it ncated, on the grounds it inYol•ea 

14 4 

your official rather than 70ur peraona.l capacity. 

Are the:r good queet1onaT 

Yea, tbe7 are good queetiona and I have got all 
the anawera written out, bu.t I don't eee &D7 

reason w~ we should a ccommodate this t'ellow 
and I don t tb1JIIt he could get the caM up 
to trial bet'ore the election aD4 be held a 
preaa conference e0111e time ago and llacbt •de 
certain atatementa about th1a action that ha 

-• bringing and how be hae been badl7 treated 
and the ccnep1racy thet the Cbineae bad under

taken to keep bS. hom rtting hi• tee and 
all that , which reeulte 1D hb being aened 

b)" Dewe71 • ott1oe aD4 b7 Bennett' • orrioa 
with certain papere 1n connection with tradv.

lent etock traneact1one that be bad been 1a
p11oated 1n, 

Arter :JOU talk to h1a, will :JOU talk to • 
aga1nT 
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Poley: 

'i . !l. J r : 

GRston : 

H . ~ . Jr : 

~aston: 

Foley: 

H. !.!. Jr: 

Sulli van: 

Sull ivan: 

H . ~~ . Jr: 

Sulli van : 

n.M. Jr: 

Sullivan : 

H.M. Jr: 

- 14 -

Yes. 

What have you cents done with my friend , Harry 
Durning! 

I have a letter here addressed to Dan Boll, 
enclosinG copies of two letters he addressed 
to J im Parley, i n one of which he submits his 
resignation as delegate to the National Con
vention and in one of Which he asks him not 
to g1ve it nny publicity as he thinks that 
ought to CCJ1\B from the Treasury Department . 

Why? 

I don t t aee .my it should, I think Harry him
self should make the announcement that he has 
resiglled. 

He oUbht to do it today, definite}1 . llhen 
Basil llarr1a ge ts in, let Baail call him up. 
Tell him to call him up and tell him to announce 
it. 

7ho thing was all right while he was dealing 
with !larry . It got complicated when Ed Flynn 
got into it. 

But tell Basil Harris to tell !larry to get that 
out, And that opinion of that young lawyer in 
Now York, according to Sullivan, waa a good 
opinion, I mean a scholarly one . 

According to whoT 

According to you. 

No, 11 1r. 

I thought you said it had good reasoning. 

No, sir. 

nhere did I Get that inf ormationt 

I am sure I don't know, air, 

Did you read i t carefully! 
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Sullivant 

Foley: 

H.ll. Jr: 

Foley: 

H. II. Jr: 

Poleys 

H. Y. Jr: 

Foley I 

Gas tons 

H.loi.Jrs 

Polers 

H.\!. Jr: 

Gaston: 

I!. I.I . J rs 

Gaaton s 

H. II . Jrs 

Gas tens 

- 16 -

I read it caretully, but that wasn't 'f1fT con
oluai on. 

He never should have done that , Mr . Secretary. 
He ahouldn ' t have done that anr more than 
Barr,. should have gone direotlr to the Attorney 
General without going through ua . 

What ia his nameT 

IIJ.s name i a ll teohuler. 

Well , i t i s settled now. 

Yea. 

And as uaua.l , t he Preaident 1a right. 

Sure he ia right , absolutely. 

I think under the law he oll8)lt to 
He has alreadr violated the law. 
get br with i t . 

Let ' a get him by • . ... 

be dismissed. 
M,arbe we will 

or course. I went over and talked to Bob about 
it al¥1 Bob aaid he tho~t that was the sensible 
thing to do and be dicln t th1nk we ought to take 
any action beoauae he had eublntted bl.a name 
on the be.llot. 

All right , Herbert. 

The Coast Guard graduation, eoaat Guard Acad-y 
graduati-on, 11&7 20, would you like to make the 
epeech again this yearT 

Mo. 

Do ;you have an;y idea s on the subjeGt! 

I thi nk Mr. Gaatc:.> ehoul d mke i t . 

Tl».nk ;you. All r ight. 

D14 we c11cld 
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outonr 

H. II. Jr: 

Gnat on: 

E! .H.Jr: 

Gaston: 

Outen : 

H. M. Jr: 

Guton: 

D, I!,Jrr 

Gaeton: 

- 1'7 -

We clicked. 

The Lockheed 18 plane, the present date of 
delivery 1s lfa7 at the factory, 

I hear n\lllll)er one --

llaybe they will better it, but probably not. 

I bear number one bad the wobbles, eo I didn't 
get it, 

I didn't hear that. 

Ask Mae t o tell you of my eonveraation about 
Burke wanting to go on leave. I would like 
to know: 'llhether he baa •de up hie mind. 

o. X:. 

Reorganbationr I am i nellned to think that 
our Bureau of Navigation and llar1ne Inapect1on 
will not be included 1n th.ia order from what 
Harold Smith aaid to Waesche , Be aaid he was 
peraonally in favor or i t bu.t. h e .. eJ.W .. JI~ ob
stacle a and I am inclined t o think we won't 
get it, but maybe I am wrong, 

TllAI other thing 1a that Preaton Delano called 
up to tall me that the Article• of Aseoe1at1on 
had been a ent out for tbe Bank of .bleriea and 
tba t they had agMed over the telephone to 
varioua high pointe 1n thea but the:r baveo • t 
a etual17 aeen t he Art1elea, They •7 r..1ae 
ao11111 difficulty when the7 aee the Art1elea. 

Articlea of '!batt 

New Article a of Auoc1a t1on for the Bank of 
America. 

HCIW do J'O'I1 happen to get 1n on itt 

Be called • up, beca'QBe he didn't mow to 
whoa be abould report aince Dan Bell waa gene. 
That 1a another queat1on. Through What 
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nhannel do you want theae report• to come wn11e 
Dan 1a ~ne! 

Ji, l:! , Ji'l Who ebould 1 t be! 

'l'hOI!IPSOn a On the JlAnk ot AJBerica! 

Ji ,l\ , Jrl Anything. 

'l'I\OI'Iplon 1 I should thiDk 1 t would be me. 

B, ll. Jra 'Jhat 1e what I thought. 

All r1gnt , gents, I will be back. Glad to be 
badt end thanks tor taking care ot things W'bil.e 
I was gone . 
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TREASURY DEPARTMENT 

INTER O"'CK COMMUNICATION CONJ'IDEN'l'IAL 

DAft April S , 194o 

TO Secretar~~nthau 

Mr. H~f, 
'""'" 

SubJect: The Buaineee Situation, 
\feek ending April 6 , 1911<>. 

Ooncluaions 

(1) Pollo~~ng the recent i ndications of a levelling-out 

ot the busineas decline, last week ' s developments provide-evi

dence that an upturn in business activity i e near at hand: 

(a) the belated appearance of warm weather after an 

unusually cold and unfavorable March baa tended to erpand 
spring buying in various industries and t o epeed up indue

trial activity. 

(b) U.S. Steel orders have increased to 59 per cent 

ot capacity, t he highest since January. trade r eports 

likeWise ml!IJ.t.ion an 1mproveaent i n steel order a. partly 
due to a depletion of consumer s' steel inventor~es Pnd 
t o substantial export bookings. 

(o) Private heavy- construction awards laat week r ose 

60 per cent over the previous week to the second highest 

figure ot the year; and i nquiries tor structural steel 
increased to the highest total t onnage eo t ar tb1a year. 

(d) textile sales, which often point t o i mport ant 
businsss turna, continued t o expand l ast week. An increase 

i n our reported figures on textile or ders, together With 

the i ncrease in steel ordere, baa raised our weekly nev 

orders index t o the second highest figure since December 2. 

( e ) the securi ty markets reflect a turn in t he busi

nese outlook. Stock prices have extended t heir gains ot 

t he previous week on a broad expansion in buying, reaching 

the highest levels s i nce early January. The volume ot 
t ransactions last week on the Nev York Stock Exchange vee 

the highest ainoe last September. 
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(t) weekly bueineea indioe• again ehow ree1et&Do• 
to deol.1nee. ror the week ended lllaroh JO, the lew 
York T1-• 1ndex n• unchanged, wblle Barron 11 index 
advanced halt a po1nt. 

!50 

(2) on the untaTorable 11de ot the picture, oo.mod1ty 
pr1oea reaa1n under the ehadow ot leTere naknell 1n aterl1DB 

exchange and haTe not yet responded to the lmproTiiiB bua1neae 

tendeno1ee. steel aorap price• haTe not a• yet oontir.ed an 

upturn in eteel demand. 

Baeineea outlook i•proTal 

!'he appearance ot war- weather at'er a .onth ot unaea
aonal cold baa brought a dela7ed expane1on 1n epriq bu71118, 
wh1oh 1a tending to epee4 up aotiTi'Y in Tar1oua 1ndue,r1ea. 
V1ewed in oonneo,1on with the aot1Te upturn in the aeour1ty 
aarkete , which hal turned bue1neee eentaent .ore opt1.tet1o, 
the r1ae in new orders a ppeare to ll&l'k a det1n1te turn in the 

bul1neae trend. While the change ~ not be 1Juaed1ately re
flected 1n leaeonally-adJueted production ind1cee, einoe the 
eeaeonal trende 1.n Tarioue i .nduetriee haTe not yet reached 
their peak, an illpron .. nt 1n theee 1ndioea will probably 
not be long dela7ed. · 

An i DiproTeHnt in 1t11l or4ere, coinciding with an i
proTing •took ~~~rut trend, headl the liet ot taTorable deTel
op.enu ot the put week. 11ew or4ere reported by t.he 

u. s. Steel ,Corporation laet week inoreaee4 to 59 per cent 
ot capacity, the h1gbeat Iince January. Trade o'b11rnr• 
eeUmate that or4era haTe increalld to between 50 and 55 per 

cent ot capacity tor the 1nduetry aa a whole. 

!'he etrong intluenoe ot atook -.rut •Te .. ntl on lteel 
buying 1a indicated in Clbart 1. It will be noted that the up

turn in eteel or4ere laai J&JIIl&J'7 ll.eo tollowe4 an t.pron
Hilt in •took prioee . hdaing tro• thia chart , the 114d1tional 

rill in the etook ~~arklt laat week hal not yet been retllc'e4 
in raported etael or4ere. 
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Boring weather affects steel buying 

The aooearanoe of warmer weather has been influential in 

etep9i ng up- t he volume of steel buying by domestic purohaeere , 

according to reporte from trade eouroee. Steel buying last 

wee!:, which brought t he beet gain in several months, aooordJ.ng 

to trade reports, wae eepeoially act i ve among middle western 

and southern purchasers. In those areas tbe weather bas turned 

mor e f avorable for farm operations, bringing an increased demand 

for f arm implements and miscellaneous at eel p.roduote. Substan

tial exoort orders, and a depletion of consumers' steel inven

tories, according to t he Iron Age, have contributed to the 

i moroved volume of buying. 

The spring wea t her has also &timulated t he deMand for con

struction materials. Inquiries for structural steel last week 

e.cgrega ted 32,000 tone, t he highest weekly figure eo far this 

year , which comparee Vith 8,025 tone in the previous week. 

Private awards for heavy construction pro jects in t he week 

ended Apr i l 4, as reported by t he Engineering News Record, in

creased 6o per cent over t he previous week, reaching the eecond 

higheet figure of the year. While private awards were 92 per 

cent over those of the corresponding week last year, public 

a>·ards were 27 per cent lower. 

Demand for steel from the automobile companies hae 

remained light, and automobile production laet week tapered 

orr slightly to 101,655 unite from 103,370 unite the previous 

week. This receding tendency, however, Vill probably be halted 

by the eurpr18ingly good retail ea.les reports now coming in, 

according to Ward'e Report&. Automobile sales during the final 

period or March, according to this authority, were considerably 

above expect ations, and may lead to an upward revision in pro

ducti on echedulss. 

Domestic deliveries of Buick cars during the last 10 daye 

or ~~oh totalled 10,757 un1ts, aa compared w1th 13,695 un1t e 

dut•ing the entire two previous per1ods. Retail deliveries of 

Chrysler care in the week ended March 30 were the largest tor 

any llaroh week in the past 10 yeare. Chevrolet sales in March 

reached the largest monthly total e1nce April 1937; and ealee 

or Ford and lfercury oars in that month were the largest since 

July 1937. 
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secretary Morgenthau - ~ 

Steel rat .. lllpron in leading d1.8tricU 

The upturn or 1.0 point in the rat e or ateel operation• 

last week was not an iaolated 1ncreaae, but renaoted iaproYe

:aent in a nWiber or t.portant dlatriota, toreahadowed b7 a 

previoue flattening-out tendeno)'. (See Chart 2) Steel rates 

in all four leading dietrich, Pittaburgh, Chicago, ::tounga town, 

and philadelphia, show eYidenoe of eetablieh1ng a bottoa 
around recent leYele. The eteel rate thia weelt ie eoheduJ.ed 

at 61.3 per cent or capaci t7, a slight decltne troa laat weelt• • 

figure ot 61.7 per cent. 

on the other aide or the picture, howeYer, eteel ecrap 

prices (shown in Chart 2) haYe not aa 7et reneoted an lllpro•

aent in steel deaana. While scrap prices are ueua1l7 considered 

a Taluable forecaster or proapectiYe steel actiYit)', • o•e ob

eerYera bel1eTe that tn e large etoolta ot aorap aoquired b7 

lllllle last tal.l remain a depreas1ng price factor. It ..,. a1ao 

be noted that the decisiYe turn in the ateel rate laet Ma7 waa 

not indicated in scrap prices until a weelt or two later. 

New orders index h1eer 

Reflecting particularly the inoreaee in order• tor ateel 

and textiles, our weelt17 new or4ere index haa rUen to the 

highest leYel1 n th one exception, aince the .. elt ended 

December 2. 18ee Chart 3) 

The textile bll71ng booa continued 1nto the earl)' part of 
lt\et week. Sal.ee or gr.,. goode on )(Onda)' were en~ted a.a 

high ae 25,000, 000 Tarde, the biggeat day ainoe the beginning 

of the war. Bu7ing apread to a broad lUt or producte, and 

prices on a&n7 aaterial.e adTanced 1/11 to 1/4 cent a )'ard. 

Trade ob eerTere were particularl)' plaaeed b7 the inaiatanoe 

of buyere on quiolt delivery, wh1oh waa talten as an 1Dd1cat1on 

t hat 1nventor1ea were beooa1ng depleted. 

Bua1neaa 1nd1oee ree1at ~ther decline 

Weeltly indicae of bua1neea activit)' haYe again ehown re-

81etance to further deolinee, dt;er eagg1ng eoaewbat during 

t he earlier weeke ot lllaroh. !'he Jew York !laea 1D4ex tor the 

week ended Karoh 30 reu1ned unchanged at !)4.1 (aee Chart 4), 

with three ot the aix oollpOnente &how1ng iaproY8Mnt. i!ii'ron•a 

index (ehown on the oh&Tt ) roae in that weelt to 103.0 tro• 
102. 5 in the prnioua weelt. 
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secret&r1 Morgentbau - 5 

on the other hand, prioea or industrial aaterials, •• 
indicated on the obart, have tailed ao tar to retleot an up
turn in induatrial deaand. Ol'd.1nar1l;r the;r aa;r be expected 
to rise strongly during the earl;r atage ot a busineae upturn. 
The commodity price aituation is one uncertain t actor in the 
busi ness outlook. 

The p&Joholog1oal etteot ot the recent break in •trea1 

sterling apparently continue• to overehadov the oommoditJ 
orice picture, otteett1ng tor the time being the ettect ot 
r ecent tavorable developaente . Weekly and daily aovemente 
of the BLS price index ot 2S basic oo .. oditiee are ahovn in 
Chart 5 in oompariaon with the sterling rate. 
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The broadening rUe i .n the eeourit;r markets hae bad a 
strong intluenoe in turn.ing sentiment aore opt1a1et1o. Stook 
prices last veek roae to t he higheat levela einoe earl7 JanuarJ, 
while the volume ot tranaaotions expanded to a dailJ average ot 
1,3~,000 shares, t he highest ainoe the week ended September 30. 

Preaent situation in aarked contrast to that ot 1937 

In refutation ot the contention ot one minor1t7 group ot 
economists that a businese reoeseion thie ;rear oomparabla to 
that ot 1937 ia .a distinct posa1b111t;r --a belief derived 
trom computations Vhioh indicate to them that the buaineae UP
turn last tall vas primarilJ due to large-aoale 1nventor7 ac
cumulation - - . the following oontraata between the present 
situation and that ot 1937 aa7 be point ed out: 

Heav;r accumulation ot in
ventories ot tin1ehad goode, 
which required a long period 
tor their liquidation. 

Little understanding ot the 
real bueineee eituation. Buei
neaa analJete generallJ opti
mistic up to beginning ot re
ceaeion. 

No evidence ot exoeaaive 
1nventor7 acouaulation ot 
tin1ehed goode. Boas aalad
Juetaent due to a bunching 
ot orders, largel7 tor capi
tal goode, 1n September and 
October . 

Nature or buaine•• riaa 
vall underetood, and reoeaeion 
1n e&rlJ 194<> thoroQ8bl7 pre
pared tor -- the 1aoat v1dll7 
predicted reoeaeion on reoor d. 1 
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production continued higb 
tor half a 7ear after demand 
tell ott, building up huge 
inventories of finished goode. 

oomoodity prioee, inflated 
by epeoulatiYe bu7ing and other 
taotora, started eeYere decline 
in April 1937, oaudng f orced 
liquidation. 

Prioe situation deflationary, 
due to 1ncreaeed reaerYe re
quirements and other taotore. 

severe collapse 1n automobile 
selea. 
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Prodaotion quiokl7 a4Juated 
to decline 1n deaand, aYoiding 
inYentorT ao~lation. 

Oolllll0d1 ty prioee pnerall7 
etable at .oderate leYele, 
proYiding no inoentiYe tor 
liqui dation. 

Exoeee reeerYee reaoh new 
h1gb l enle. 

AJ.tto8:lb1le eal .. proY1de 
bright epot i n bue1neae pioture. 

National purohaeing power exoeede 193~ l evel 

Although national 1noo .. paJ~Dente in reoent .,ntha hue 
not qui te reached the highest lenla of 1937, a de aline 1n 
living ooete hae raised the purohaeing power of the national 
income (ae indi cated by the Coat ot LiYing index of the 
National Industrial Oonterenoe Board) to abon the 1937 peak. 
(See Chart 6, upper eeotion) Xational inoo .. pay.ente ( eea
aonal17 idjueted) declined somewhat in February, but the anrage 
tor the tiret two 1110ntba of thie year baa been a t an anDUal rate 
or $72.& billions. The total tor last 7ear was t 69.7 billion•. 

Fara 1noo .. (excludiDg GoYeNent paJW~ente ) baa rieen eub
atant1all7 ainoe the price upturn of l aet Septeaber, and con
tinued to impron during rebru&rT. (Lower eeotipn of Chart 6) 

Total faN income tor the first two month• of 19~. 1nolu4ing 
Gonrnaent pay.e.nta, exceeded that of the tiret two JDOntha of 
1939 by 1218 •1ll1ona, ot whioh t90 million& rapl'8eente4 an 
inoreaae in inoo .. fro• farm marketinge and $128 •1111one 
repreeented an 1noreaae in rental and benefit payments. 
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The b1gb 1eTe1 of loooae ~nte bae brousht a rUe 1.D 
our index of eal.e • (dollar ~1-• l ln Jaou&rf aD4 Pellr1alu7 to 
abon the peek 1enle of 1937 . (Bee Char\ 7 l IIOJ"e llWftl. 
epend1ng b1 ooneuaere, and an e;EpaDeion of ealee on 1.Detall
menta ban ra1ee4 the ealee 1D4U 1n reoent aootbe to alloYe 
the eat1u.h4 ealee equl'faleot of national ln-. ror Ud.a 
reaaon, and beoauee of the uaual 4efe!'l'e4 effaot of bQe1Aaaa 
downturn•, eoae 4eollne lo ealee troa tba preeeot 1ne1 oaa 
probablT be upeoted. 
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JDCJr: 

Operat or : 

!IKJ'r: 

l!arold 
8111tb: 

I!MJr: 

8: 

IDIJr: 

II: 

IIMJr: 

( 
II: 

I!M.Jr : 

8: 

I!M.Jr: 

8: 

!OUr: 

8: 

ID'..Tr: 

II: 

( RMJr: 

Hello. 

Jlr. SaU:b tor ,.,-a. 

Hello. 

Hello. 

Henr:r Xorpnthllu. 

Yee, how are 7'0'17 

1.1111.1 s, 1~ 
1l:llo .... 

!laro1d lllll1th, the reaeon I'a o•l1 t ng :rou 1a thla: 
I•a b&olt ln Yalblngton and Dan went to Cabinet 
on h1.da:r and he •14 the Praaldent waa going ~ 
ne ;rou, Currie a.Dd 11;)'8eU lll regard to Ule dab' 
Ualt. 

Yallh. 

iD4 I thoagbt U.t be1'ore - aaw tba Prandant 
- lll~t at 1 .. at - wbe~r our figure a ~e. 

Yellh. 

.l1ld that -e the reaeon I oa11ed 'QP, ~ oruggeet 
a •etlng tor to.:»rrow· -.orntac. 

Yell, :rou Me rq - rq dltrloult:r U Ulat I'• 
110re tba1l 'QP ~ .:;r eare on thla reorpll1.-t1on 
etutt Whlob be waDte ~ han read)' wen he pta 
baolt here ~eedll:r aJ.~t or YedDeedll;r .-,raJ.ng ••••• 

llb-hdl. 

•• • • •• ~ MD4 'QP - ~ e&D4 up YedDeeda;r. 

!Jh-hdl. 

.lnd that'• d1~1Jig- • good a..J.. 

I .. e. 
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c 

S: 

~..Jr: 

S: 

S!'..Jr: 

S: 

~..Jr: 

5: 

!!Y.J'r: 

S: 

!!!'.J'r: 

S: 

l!l'.J' r: 

S: 

'll'.J'r: 

S: 

F.M.Tr: 

s: 
Rl(Jr: 

- 2 -

And eoae negotiations and I - - that's the reaeon 
I felt tbat if we could put this other orr in 
any way or I can -- if I could aend eomebody 
else oYer. 

:.64 

Wo, I tell you what I ' ll do, I ' ll get our eetimatea, 
eeet 

Yeah. 

And I ' ll send them t o you by band. 

Yeah. 

And yoa han BO!Ilebody check t hem. 

Yea. 

Because I think it1 a rather etupid 1! we go over 
With you and Currie and t hen we begin to argue 
before the Prae1dent. 

Vall, t hat ' s right. That's right. Ve -- I don' t 
know that we haYe any •••••• 

Vall, we'll make some eat1matee ae or - - and aend 
them oYer to you and send a copy to Currie and then 
if t here's any queation you oan ••• • • • 

Yeah. .ll.l r1gbt . 

And I'll let you know Who will handle 1t 11h1le Bell 
11 avey. 

Yea. 

Vbo would handle tba t t or yout 

Oh, I 1!11&g1ne Lawton. 

Lawton. 

Yea, I iaaglne Lawton. 

Vall then I'll han Vhoenr 18 acting tor Bell 
Vh1le he's gone to contact Lawton. 

Regraded Uclassified



8: 

l!MJr: 

S: 

HMJr: 

S: 

!!MJr: 

Yea, tine. 

o. lt. 

- 3 -

I ' m awtully eorry •• ••• 

!hat's all right. I understand. 

0 . 11:. !hanks 'Very nruoh. 

Ooodbye. 

16!> 

Yeah. 
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f!MJr: 

Harry 
Coll1ne: 

IIJ.!Jr: 

C: 

l!''Jr: 

C: 

HMJr : 

C: 

I!!~Jr: 

C: 

0: 

Apr11 1!, 19~ 
11:56 a. m. 

Just t1ne. How are you, Harry? 

Only pretty well. 

Only pretty vellt 

Yeah. A Uttle t1red but I'm -- I'm all rlght. 
Nothing to bother about. 

Anything preaa1ng aa tar aa I'm concerned7 

Not a t h1ng, a1r . They are at111 etruggl 1ng over 
there v1th the1r procedure and eo forth , but we 
are really gett1ng s ome act1on and I ' m hopeful 
t hat by tbe end or t h1a week Wh y t hese people, 
eome or them at l eaet , w1ll be 1n t he contract
t alk1ng stage. 

But not yet . 

Not yet. No , e1r. 

Well , I ' ll be darned. Tell me t h1e , Purv1a -
you know when he called me up down t here l ast 
Monday, ea1d that he ' d hear dur1ng t he week What 
modele they wanted to be rev1aed aceord1ng to t he 
apr1ng t1ght1ng cond1t1one. Have you heard any
t h1ngf 

Notb1ng more, e1r. That' s -- they're et111 talk-
1ng. It's go1ng to depend pr esumably upon the1r 
talks v1th some or the people. Now the way 1t 
stands at the moment U th1e, thatBell v111 be 
there tomorrow presumably to talk bua1neae v1tb 
them. 

Yeah. 

And I think the same th1ng v1ll perta1n to 'o'r1ght. 
Nov, they drew up -- the Army drew up two t ypes 
ot releases. One ot them vas a guarantee on t he 
part or the manufacturer t hat t hey would get oer
ta1n 1nto~at1on and eo f orth from the rore1gners, 
and the other vas t hat they would ab1de by what
ever dec1a1on vas made oonoern1ng t he amount or 
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Hl~Jr: 

C: 

HY.Jr: 

C: 

!!MJr: 

C: 

!!MJr: 

C: 

INJr: 

C: 

- 2 -

denlopment erpenee that would haYe to be 
amortized on tbeir oontraote. Tboee two papere 
were apparently agreeable to the oontraotore but 
then they got to Louie Johneon - - ae tar a l him 
on Friday Rnd he eaid he wanted them drawn up in 
a legal manner that would etand up in any oourt 
and then be promptly lett Waehington. So thoee 
two paper• are to be revieed thie morning. 

When 1e Purvis coming to town' 

Re eaid that he ehould probabl.y be down !ueeday 
or Wldneeday. We could get him here sooner it 
you want him. 

Well, I'l.l eee you during the da~and then I 
would like to eee him. 

Yee, eir. 

I think -- I'll try and rind out When tbe Preei
dent ie coming back. 

Yee, eir. 

And then I ' ll -- I'll let you know. 

Aye, aye, eir, and then I'll get in touch with 
him ae eoon ae I bear trom you. 

o. 1:. 

Al.l right, eir. Goodbye. 

_Gl 
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' ~ . TRA.\SURY CRAlolBERS , 

\'/Ill TEHILLL, S .'~ .1. 

8th April, 194 0 . 

!:y dear Jerry , 

I have done whet I could as regards t he pointe 

r gised i n your letter of t he 6th l.'a rch about the 

large res i dual item in the Ameri can ba l ance of pay-

~r.ents. 

In addition t o unrecorded capi tal move~ents 

such qs those oentioned in you r letter, we think t het 

the i ncre~se in the figure i s pertly to be attributed 

Co 

to the effect o f the "cash and carry~ cleuses or the 

t'eutrality Act which have produced during the lest few 

months net payments f er in excess of the visible trade 

bal ance. 

Two other causes occur to me as possible 

partial expl anat i ons, namely the repurchase through 

devious channels of defaulted or neerly defaulted 

bonds by foreign countries, and money sent secretly t o 

the United States with the object or avoiding double 

toxetion . As tax r~tes increase , the incentive to 

secret transmissions of funds must increase likewise . 

I eo afraid I can only suggest the above es 

possible additional exp~nnetions t o those suggest ed in 

your letter . ·ve have no reliable figures on the 

oetter end cannot verify the suggestions . 

Yours sincerely, 

(Sgd . ) KE!m=.'T'd B.i!'~1.EY . 

G.H.S. Pinsent, EsQ ., C .~ .C . , 
Brit l eh &bossy , 
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Slra 

•gate d OOIISUUD, 

SVBlZClfl COJITIIOL 0' 011111181 C1IIIIJif UctOft' 
ULIJIQUlSIWl BY JAPADU JW.lf.IJIJ 
OKLT 'rO U AOQ\11UD ft IAP4111d n•. 

lolaoa tru.1or loh&ooa, 

48erlou •uaoaa,.r, 

PalpJ.aa, ~lao. 

I hoYo \lao honor to rotor \o \lao 001111\lla to • a 

Moa\h1J Po11tloal Bopor\ tor Marak 1960, 1a whloh it 

:. G:J 

wu o\a\M (poco f ) \U\ "'Bio Jopauoo Al'IIJ'• oanollll .. 4 

la\u\t.a \o ntlll'll .U.o 04 la4utrla1 plaa\o \o \lao 

Cll.laooo onen ........ wu \akea wl\11 \M •tapllolrloal 

cro1a of aal\ _, looal -ulao_, ,.. latlll'])n\M tala 

aoowro to .... -Ua•o4 ooa\1'01 of o11ok prlnw pnpor

Uoo _, 1M p11ppo\ nat- or -, -aopollao .. .. .. .. U 

1o rollaUJ 'IUI4orotoo4 \lad, to1lowJ.aa \lao okn oucnuaoo

aoa\ \lao Ohlof of \lao Spoolal 801'\'loo SooUoa of \lao Japaa

ooo urq 1a ShaaW.C prtn\elJ vao& \lao p\&ppo\ PrOW1ao1al 

O~ooluer of RenaovuUoa \o _, lt.1o latl.an to 

-r1 .. •"-' •-paro\lea' ltohMa Glllaooo foOtOI'J' owaoro 

04 Jtpoaooo tli'M (n:n ,.u .. ,)." 
IA \ll1o aonaMUoa, u 1a ot 1awno\ to ropor\ *-' 

ooatro1 .r tala aii.U Q1aa a-A\ oo.pu, • !'81aaa I m.• aoool • 
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baa -••a rallaqulaha4 •1 ~. lapaaeaa ~ onl7 \o -. 
~ 

•aaqu1ra4" -7 ~· Oll'lAc Cll'uc c_, co.paa, ( lapa~~ .. a ). 

n.. tlra u now aona\ltu\e4 1a M14 \o H I&D4ar 

s1DO-la,.aaaa aaA&C-'· IN\ \laa tea\ 1a ~' no-\lain. 

or \laa oapUal aharu \ o tal1 .. looal taoo,ooo 1ll Yalva 

arrUA4ar.1'0o4 \o haYa baan \ronafarra4 to \ha •-oYe-
" 

only • oaa-thlrd lnt arao\. MO 4ou-t \hla reor&&Diaatloa 

ot the tlna wu ettaota4 wl\hout \he 1aY .. -.a\ b7 t he 

Japan••• louraa\a of oapUal la propor~oa \o \ha a'llaraa 

tranatarra4. 

••• 1ataraau la •aoquirlAc" \he ooovolllq llltar .. \ 1a 

ch1D .. • pl.aota, at oe\ara, 1a ~. dh\rlo\ han ooa

a1a t aotl7 barca1Da4 or pla4&a4 \laalr •aood will" aD4 

•oooparatloo• 1D l lau of proportionate oapl\al 1DYaa\-

The prl nolpal .... , of \he Ohl'll Ch iD& c ... ot ooapuy 

ia a o ... ot fao\ory oapabla of pro4uolna 1&,000 \oaa of 

o•ent eDDually. ·s1a.. \he OOIIpU)' • • "reoraaaln \loa • 

1 t h .. baao aaaoUAoe4 \he\ a plan t or 4oubl1D& \he faa

tory ' • produotioa la balD& oona14ara4. 

0 \har t.portaat 1D4uavlal pluta, ooal alDaa aD4 

publio util1t1aa 1A thla oonaular 41atriat, ia praotloa 

it not la theory , haYa -••n broua'llt UDder Japan••• ooa-

fl trol. 
lt., J I • l('r:o Baapoottully youra, 

- A =• aoo• of I 
..,. ~'\_"~·a-
IDol, ~ 

.... U/810.1 
COB 1I:CC / 1:00 

Carl o. Baw\honw, 
-1au Y1aa oaaaul • 

Or1&1aal \o Db aaaJ, Pal pi-c, 
& aoplM \o Daparuaat, 
Coploa \o ~alaa, Ollu .. ld.aa u4 ~. 
Oopl" \o ooaaular ottl .. a, Shan&hal aD4 Tallie'-•• 
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RE STERLING EXCHA!IGE RATE Apr11 a. 1940. 
3 : 00 p.m. 

Present: 

H.JJ. Jr: 

Foley: 

H.~ . Jr: 

Foley: 

!l. loi. Jr: 

Poley: 

H. ll. Jr: 

Sullivan: 

Calma: 

l"oley : 

R. lol . Jrt 

Mr. Gaston 
IAr. Sull1 van 
!4r. White 
Mr. Cochran 
J.lr. Foley 
!4r. Johnson 
Mr . Cairns 

Well, who ia the loader of th1a group? 

Well , I th1nl< that Huntington and Bill Johnson 
probably koow -.ol"e about it than anybody alae . 
'lbe thing that we have to decide right a-y 1a 
how we are going to handle the reply to a l e tter 
rrom Hull to you that came over on the fourth, 
saying that he had word from the British &lnbaasy, 
from Lord Lothian, and Lothian would like a.n 
opportunity to obtain from his Government their 
attitude before >re did anything. Hull •:anted 
to know what he oould tell Lothi an. That we 
have to decide this afternoon , I think • and also 
to determine whether or not the passage of the 
extension of trade agreements affects i n any 
way the Admini stration's attitude about the 
proposed T. D. that tho Treasury feels that it 
has to put out in order to inform Col l ectors how 
to deal with this problem. 

Can I see Ur. Hull 's letter first! 

"Yea s1r., it 1s on m:r desk. 

Have you got a dra1't or an answer? 

No , because I didn't know what we had to say. 

What the he ll? What has happened to the Treasury? 

Cairne had an a nswer a week ago thi s morning. 

The reason we did not reply on Friday was be
cause we thought we mil!ht see the Pres i dent and 
we didn't want to tie our hande before we aaw 
the President. 

It will be here in jua t a second. 

l'lell , 1a there any ro0111 for de bate froa a purely 
le~ standpoint aa to whether we take the otti
cial rate or the unofficial rate! 
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We have sublllitted to the Department of Justi oe 
a memorandum establishing our reasons why we 
muat take the ottic1al rate. Tbe DepartD!Int ot 
Juati oe baa i.nf'o..-.1 Huntington that the Opinion 
Section over there bae been through the -tter 
and agreed tho.r ougb.ly with the posit i on tbat we 
take and the Attorney General 1a w1ll1ng any 
time we want h1lll to say so, to agree with us. 

Now, they didn ' t want to iasue an official opin
ion beoo.use they thought there might be some 
litigation at some point and they wanted to 
reserve for the defense ot that litigo.t1on their 
reasons tor agreeing with us , but the -tter baa 
been given cons i deration over there and they 
are in accordance with our position. Isn't that 
correotT 

Cairn a : Yes. 

Cairns: 

ll. li.. Jr: 

llh ite: 

H.M. Jr: 

MUte: 

Cairns: 

We might point out the alternat ive 1s not neces
sarily a tree rate and ott ioial rate, but there 
is a third possibility since the f r ee rate would 
be patently out of the question but rather the 
true rates. 

That is right . 

'Wba t 1e tba tT 

Us ing the otticial rate for transactions which 
were undertaken at the ottioial rate, using the 
tree rate for transactione that were undertaken 
at the free rate, having two ratea for value 
purposes . 

Let me read this letter a minute, please. 

Are those legal boys holding tbatT 

I wasn't presenting that aa my point ot view. 
That is an alternative. 

I think l t 1a Ules-1, but that 1a an alternative. 

Is it legalT 
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Cail'na: 

u.IJ. Jr: 

Johnson: 

C&ims: 

H. IJ .Jl'l 

Cllil'nS: 

White : 

Cairns: 

n. l: . Jr: 

Vlhite: 

Foley I 

H. M. Jr: 

Foley: 

Johnson: 

H, M.Jl'l 

- :5 -

Not in ~ opLnion. 

Got aey euppol't bere t Johnaon, you used to be 
a l&W7e1' before you became an admlnlstrator. 

I have held fol' the official l'ate fl'Om the be
g1.nn1Jl8. I can' t change now. 

llr. Oliphant decided the official rate in 19:56. 

Did het 

Yes , and offel'ed i t. 

But there might be some room fol' the othel', 

Oh yes, of course. It ia not an open and shut 
question. 

This says it is postponed unti l the Ambassadol' 
baa the view of his GoveMUllent , 'Which they ue 
telegraphing as soon as possible. 

I heal'd unoffi cially that those views were to 
be l'ooeived in a day ol' two. That is what I 
hoal'd. 

Kl' . Seol'&tary, 11101'0 than two weeks ago - two 
weeks ago last Fl'iday, Hel'b81't Feis called up 

: 73 

in a great dither and said that they muet han 
time to go into this because it involved a trade 
agreement pl'ogram and involved - -

That 1e all finished now and I know all about 
it. 

Yes , and then they t a lked to the 81'it1ah aftel' 
that and when Dan and Huntington and I went 
oval' and saw Ill'. Hull they badn' t bad an~ 
word back fl'om the 81'it1eb and then you (Cairns) 
sent Peia a memorandum aay1Jl8 that somebody from 
the British Embas sy had come in and said that 
they wel'en' t veey 11111ch coneemed. 

Summel'eeale talked to me by telephone . 

Who 1e hat 
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Johnson: 

H. X. Jr: 

Fohy: 

H. U. Jr: 

J ohnson: 

H. J4 . Jr: 

Johnson: 

II . W.Jr: 

White: 

- 4 -

Assistant Col!lll8rci.al Secretary, Cot>mercial Coun
selor. 

Well , let me read tbia . 

It seems to me that we could say we would like 
to have the views or the British Oovernaent 
and we will be glad to give the conai derat.i on. 
'no reel that the problem 1a one that must be 
settled very promptly. We can't delay indeC1n1tely. 

Well , 1a there 1n CUstoms now any goods waiting 
Cor clearance which have to be settled one way 
or the other, which might oome under the unoCC1-
c1al rate' Are tbere any goods! 

l'/e have had no requests Crom CUsto;ns officers , 
but I was told that steamers were to arri ve the 
latter part or last week and there haa been a 
statement in the New York press that the CUstoms 
ott1cere at New York have stated that they will 
use the official rate 1n the absence or any in
structions. 

I saw 1n the Times a reportod interview wi th you. 

I didn't say anything. 

A.ll r i ght. t'h1le I 8lll sort ot 1Ult1ng up my mind, 
I think I told you poople I had Dr. Burge aa -ke 
a survey tor me . I think what he found out is 
rather interost1ng. You people may all know it, 
but I didn ' t . "'fe ll.ave also •de some int eresting 
computations. 1'/e asked our London branch tor an 
estimate of the percentage or British exports 
which under the new re£Ulati on would have to be 
purchased official sterling. We estimate the 
follow1nc percentage under the official claaai
fioation. Exports t r CI!I tbe Ul11ted Kingdon, 1~ 
percent. Exports trom India, aur-, Ceylon, S:li 
percent. Exports trom l.:alay, 88i percent. '!he .. 
percentages are baaed upon 19:l8 trade r 1gurea 
and or course are very approx~te, bllt they 
give a rough idea ot bow 11111cb British t r &d1116 
migh t be done at the official rate.• 

Our f i gures , of course, a re diffe rent . Th• Y 
are almoa t a fourth f rom that and about a halt 
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R . ~~ . Jr: 

Whi te: 

R. !t: .Jt-: 

White: 

H. M. Jr: 

rlhite: 

( 
H. M. Jr: 

White: 

H. ll . Jr: 

S. W. Jr: 

l'lhite : 

( 

- s -

from the whole British Empire . 

This is from the London otfic~. 

In fact , . t he London office hae information which 
is a year la tor than ours. 

They are using 1 36 as a bailie. I still think 1t 
would be worth while sending them up. 

We have two men up there now, Mr. Secretary, who 
aro going over all the invoices . 

How about s eeing thia man who 1s working on it, 
calling on Dr. Burgess? 

_75 

Yes, I don't know bow to get further information, 
but I will tell you what they are doing. They are 
t!Jcing ever y invoice that comes in on the Britiah 
data and we are seeing whether i t ie in dollars 
or in sterling. 

I 'r11sh the fellow would contact Dr . Burgess and 
see who 1s working on tha t for him and let us 
get what he has. 

Yea. Tbat in.formation they just got out , They 
just find out how muon or those f ive classifications 
that are listed. 

Anyway , it is - I =ean, i t ia a bi g organization 
and l et ' a s ee what they have got. Do you think 
t h1a 1s a purely mathematical thing? 

on, yea . 

Such as whiskies and --

Tbat 1a right. Chamioala from the United King
dom and how much from the other countries, 

Why don 1 t I call up !.lr, Hull and tell him I am 
back and say I have hie letter of the fourth 
and I s ee the British Ambaaaador said he would 
have an answer and I would like to know, 1s the 
anawer in and when the answer ia in, I would 
like very IIIUch to oome over with 'lll'1 people and 
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Poley: 

R. l.! .Jr: 

Cochran: 

l:I . M. Jr: 

Pole)': 

H. !J.Jr: 

Pole)': 

II , !J,Jr: 

White : 

- 6 -

see Ur. Hull , that we can ' t wait ver,. long 
and I wish that he would have ao:nebody eall 
up the Brit1ah Ambassador and ask how long 
i t would. be . 

I think that 1a a good suggeatlon. 

~erle? 

I think it ia all right . 

He said he would have a telegram to report. 
Would he ploase have sanebod)' communicate 
with Lord Lothian toda)' and &a)' that we would. 
like to have this thing as soon as possible 
and when can we expect it . 

I have a a trong suspicion that in vie• of the 
wa,- t h1a information that Johnson got was 
handled, that Feis might have gotten in touch 
with the British Embase)' and said, "Let's hold 
~~is thing up indefini tely. There is no great 
hurr,. and as long as you haven't got the informa
tion , the Trensur,. can't take any action.• 

The President - I had a ver,. frank talk with the 
President , in which the President wanted the 
thing stalled tmtil a fter trade treaty. 

I can understand that, but they have got another 
idea over at the State Departaent . The)' are 
stalling because they are afraid that they are 
not going to be able to move certain agri cultural 
surplueoa. 

Well , a nd that ties in with Wallace. Wallace is 
talking about he hears we are working on further 
devaluation or the gold dollar , which 1a just 
the bunk. That is why I called up Harry on Sun
daj and asked Wallace to gi ve - asked him to 
give 1118 the strongest ar~nt frolll the Depart
lll8nt of Agriculture ' s standpoint wh)' a lower 
pound would be to their advantage. 

Yea , that is ae I originally \Ulderatood ,-our 
requeat. Than I have IliAd& - I go t the i mpreaaion 
thie 1110rning that Wallace waa in favor or - alec 
waa interested in this particular thing, wanted 

- ?6 
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'i . M. Jr: 

\'Illi te : 

Gaston: 

,,bite : 

Fol oy: 

H. !d . Jr: 

White: 

, 
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U5 to take t he t:ree rate, t h e lower rate . 

I know ho w lia~~aee 1 s td.od woric:a. lie 1a on4 
interes t ed 1n one thlna and t hat ia a hlet"•r 
price to r t h e export COlii:IOd1tiea. RoY • 11by 
s hou ld be be interested, what are t he arsa-nt• 
he eo~d use tor a lo•er pound? 

For a lower pound as against a f ictiooa.l. r&u. 
It just goes t o the eon tracy o f Ybat he does 
wi t h one except ion. If the State Dep~ent 
bas convinced bh tba t the negotia tion a m:deh 
are going f orward wit~ respect to add1tiona1 
purchases ot our ag:rlc~tural co::c.odJ.t1ea are 
being jeopardized, i f we take one position 
ra~r than tho o t:ler , wbich I take it ... the 
1nfo~tioo that t h e S ta t e Departmen t ~cated 
to ua, t hen Wallace eight be 1n favor of a 1-er 
rate because he th1nlcs that h e :dght - that the 
State Department 1a ~1ng a deal and they Jdsbt 
not make it it we take one action or t he other. 

He is th1nk1ng obviously o f e t1JIIul.at 1ng E:rit i ab 
exports t o the United States, imports of British 
goode and t h ereby they will have more ex change 
t o purchase American agrl~tural ca.=odities. 

He usually takes the o ther posit ion , becau• 
you see it ia not on1y England. !ie don ' t =
pete wi t h E:nj;l lsh ae;ri~tural ~tlea, but 
with Australia and Canada and t he .Argentine. 
They a l l follow. 

It is a relatively simple matter, »r. Secretary, 
that 1n ordinary tim88 wo~ be settled wi thout 
any diffic~ty and t he thing has been c.iehandled 
over 1n the Sta te Depart, ent and t hey haft 
attach ed to it &l.l kinde o f aiSJllticance. ~ 
said if we decide this r i g.'>\t now it _,. force 
Italy in on the side with t h e dJ.ctatora. Ebat 
t he dickens tbat bas got to do nth i t I d cm ' t 
understand at al.l. 

\'!ell, I know enough no•. 

I would l1lce to alike two o bser-n tiona on th1a 
which m18llt throw a little light on it. 

• 7 . 
- I 
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;C~tc.aon: 

S. Jt.r.: 
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Jnat wait untU. t!>1s call sou ~gh to Hu1l. 

'fbo Prea1d.at ia perl'eet.l:r ~ about lt &Dd 
the State Dep&rtmect ....., , , , U..t ls all . 

I ean understand ·--~ u;p to t h e polnt o r -
the expoalna or the ~slon o r the tl'ade agree
-nta doC> 1n the s-ta. I can r.e.Uae thet it 
might not be good ;xollt:lca to dlatu.-b the aitl>at1on 
do1m tbere and lose a ccmple or 'ft>tea and lose tha 
whole pro~ bu.t C:at 1a out or tho 1l1lJ' now &Dd 
it aoema to "'e that a cause tor further c!.olaJ no 
l onger ansta. • • !s.,... got to ba,.. a elarlricat1on 
of this queat1oA. 

Baye n 1UQ" pre~ 1n &ZIJ otber eolllltr1ea on 
those t'IIO ,.tes T 

lie ban no pre~=t o~ ~eela1oa. 

tie ba ..-e a p rec:ede=!t ~ tbe ot:or a ide . When they 
wore eonfro.oted rlth tba Ge~ s1 tue.t1on, that 
1s wt17 we ban. to ;:-~~ care.t'ul.lJ. lfe sa1d we 
couldn't aoleet ........ tban me rate and the Ge~W&Ua 
ba -.e, I undera taad, !lll&<ie 1nql11rJ or indica ted tba t 
tbe;r are i nterested 1D -~ .eat we are golllg to 
do 1rl In the ~ti.s.!> sJ.::U. t1o.o , Which the7 elabl 
1s alc1n to l:helre , to - wbetber we ..,,..., solna 
to take tho - posit:1CIIl with thea, with aterl!n8, 
that - took rlth t'!:e Jal'lr:, 'llb.lcb aii&DII C. t -
b&Ye to proeeed a llttle .,.,,..., care!'ul.17 on the 
solect1CIIl o r one rate as agal.ftst tl:e two rates, 
than if t h e two rates ..,,..., l e£&l anc:. reanl:lle. 
I ....an there ia a ;xolley quoat1on ln'ft>l911d. 

'liell, 1n the Ge=-n ease tbo7 bad all ld..nda or 
aarka, aal<1 -«• a:><! rtlbber -*• and tl.o - l"lc•. 
3ut the prlnelpl e --

'lhat 1a reall]' i.lapo.-tant cml,:f 1.o the point or 
rlew o r oountel"f"81Unc; clllt:iea which - are far 
t'l'a:l bere, altho>&: t.bere 1a a au;>ertlc1al 
reae.blance. 11e w1ll ba- to 41apoae or the 
oo'llllte.-.a1l.l.o6 cbt]' -~~t~. boat lt dll take 
a lot or etud;r. 

'lihother we take the ot':flc1al rata or a oc.poai te 
rete or the lDOf"f"ielal. rate. 

/ 
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You still have countervailing duties. 

You still have countervailing duties. 
has no bearing on that and you haven ' t 
ant1-dUIIIp1ng prograns here yet. 

And thia 
got any 

It seems to me the German thing - on account ot 
that we have go t t o be absolut ely carefUl and I 
personally can ' t see anything but this one rate 
and I think i f we are not carefUl , we may have 
trouble •~th competition in third countries . 
There 1a al.,aya such a thing as being sympathetic , 
but thero 1s also such a thing as carrying out the 
La". 

It is an interesting thing , 14r. Secretary, that 
in this coCII:IWlicntion to us they stated that there 
were very f ew transactions being conducted at t he 
free rate and t hey expected those to narrow. 
That is not in a ccord with our i ntoroation. So 
far we already have just analyzed 10 million 
dollars worth, so - in small amounts . 

And Wlu.t has happened to it? 

Seventy percent are at the tree rate. Moreover, 
there were other things misleading with that 
notification, but there is no - we have no 
knowledge of how cany more transactions will be 
conducted. '!be way the regulations are worded 
now, it 1a possible for a large percentage or 
transact1or:o to be conducted at the free rate 
and what is more to the point, from Hull ' s point 
of view, are these two facta , one , if the British 
are correct 1n their atatement that there are few 
commercial transaction& taking place and that 
they expect t hose to be narrowed, then i t shouldn't 
make any di fference to them whataoever what we 
do , bocause there are no t ransactions at the 
low rate. 

That ia what Sumoerscale said. 
don 1 t care rlla t rate you take. " 
the i=portant thing. 

He a aid , "TTe 
Certainty ia 

The State Department should have no position 
that we aN in any way affecting adversely 
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British trade by adopting the official rate, 
because according to tho British's own state
ment they are not conductins 1'1\lch of their 
trade or any of t heir trado at the sterling 
rate. That ie one point. The second point 
is thi s , i f we wer e to select a free rate, 

:..eo 

it would seem to me tha t it becomes almost 
incumbent upon this Government to do something 
about the t rade agreement, because you have 
got a decline from 4.64 to 3 . 50. I mean, under 
those circumstances , how can the State Depart
ment do other than rnhe t he question of the 
concessions whi ch are received and granted under 
the trade agreement 1 

At 6 . 65. 

4 . 64. 

Therefore, it seems Hull should be eager not to 
recognize the free rate i f ho is interested i n 
this trade agreement . 

(Telephone con versa t1on with Welles follows:) 
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RMJr: Hello. 

AprU '· lCJ'o )119 p.e. 

Opera1oor: hore~ 1!111.1 1• out of tale o1.t7 1111tU 'We4aee4&7. 

RMJr: .&h. • • ••• 

o: Ill-. 'Wallaa 10 .Mt~. 

lllf.Tr: Let • ba.,. XJo. 'Wallea tileD. 

0 : All 1'18bt-

):22 p.e. 

IIM3r: Hello. 

0: Ill-. Vallee 1r1ll oall 7011 baok 1a two or t.11:ree 
a1Dutea. 

0: 

BM.Jr: 

O: 

!111..1r: 

s-ar 
VeUu: 

.. 
):25 p ... 

Rallo. 

Jtr. Vallee. 

~ :JVU; · Rallo. 

Rollo. 11em7. Bow - ,.., 

BMJr: P'1DO, bow - ,.,.t 

V: 

BlUr: 

It•a 81Jo4 to JMuo )11)111' 11'01oo esal•· !beab a let 
tor )11)111' ••aasa - .,zoe. 
Vall, I cU4 1r111l )11)11 - -t to 1r111l ,._ I Ill .. 
aa4 I l"ealJ.• ~t a .,., 4Ut1.nl t ldaoloD ,.,_ 
~. 

:at 
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Y: 
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Well, l's aw!'U,lly gratetul t o )'OU. HOY are 3'0U 

~eell.Dg • Hem"J" 

I '• tiDe. 

Yell, t hat' • grand. Did you go out to !leW 
l':ex1co - to Arizona aga1nt 

Jlo, ttt.1a Uae 1t vas Sea leland. 

I aee. 

And 10U! !'ot~ 811et be pretty tired. 

Yell, o- ot 117 d1fficul.t1ea ... the fact I 
coul4n1 t Bhake off flu and a1nua ••••• 

• 
Clb, gooc!neea. 

•••••• bat on the vay baolc I got better and I ' "' 
all. r1gbt ~n nov, thanks. 

Yell, t hat' a good. 

Su:.ler, I undereta.nd that you' re Acting Secretary. 

Yeah. 

ADd 1D that capec1 t:r, I haYe a letter tros Xr. !!llll. 
dated .lpr1l. 5th enoloa1Dg a c!)pt' of a letter tros 
the Br1t111h .lshaaaado r .lpr11 ~th 1n regard to their 
o:rt1c1al rate on aterltng and the UDO:rt1c1al rate. 

Ob. 7'!•· 
Ill thla letter the Br1t111h .l:lbaaaadnr a&J'II that 
1he7 rt1.1 haYe an an..,er, telegrepblng ue e anaver 
aa aooe aa ~eelble ••.•.• 

Yea • 

•• • • •• ~ hla Oowrr.ent and he aaltad ua to lltall 
-ul they rece1'1'114 1t. 

Yea. 
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V: 

!IV.Jr : 

V: 

I!I!Jr: 
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Yell, last week a number ot time• we were in an 
embarrassing position on these two ratee and -
but in my conversation with the Prealdent the 
President very frankly asked me to stall until 
the Trade Treaty paaaed, Which I dld. 

Yee. 

Nov, t hat•e out ot the way euooeaetully and th1a 
thing ie before ua and our Cuetome People really 
are on the spot. 

Yeah. 

Kow, I wondered whether you couldn' t aak Lord 
Lothian, inasmuch as he wrote th1e on April ~th 
t o Mr. Hull , couldn't we have an answer very, 
very promptly. 

Why certainly I can . 

And you can eay that I ' m preee1ng t or it . 

Yeah. 

And t hen there' s no eenae in my answering Mr. 
Hull'• letter until I aee What Lord Lothian eaya. 

or course. 

And then as soon as we have t bat I ' d like to get 
toget her v1 tb t he Bta'te Departaent. 

Right. 

Now bere'a the t hing, our Customs people and our 
Legal people have ruled that we muet uee the 
otticial rate. 

Yea. 

In order to atall we submitted that t o the Attorney 
General and he hae an opini on Which he can sign in 
t1Ye minute• ' notice upholding our hand. 
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RMJ'r : 
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m!.Tr : 

Y: 
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HMJr: 

Y: 

RY.Jr : 
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RMJr: 

Y: 

HMJr: 

Y: 
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8o that•• What the e1tuatlon 1e. But I don't 
want to aelt hla to do that unUl the lltate Depart
aent and oureel••• ooae to en llllderatand.lng. 

Well, I'll be Yery glad to do that, Henry. 

And eo 1t JOU oould put a little preeeure on Lord 
Lothian eo we could get 1t 1n a day or two I'd 
appNc1ate 1t. 

Oerta1nly. Be • • coa.lng 1n t o eee - to..,rrow 
aornJ.ng and I' 11 do 1t then. 

P1ne. 

I might tell you that we had a -- an ott-the-record 
meeting at the Whlte Houee at Vh.loh h e vae ~eent 
on Pr1day. 

Yee. 

Mo, I gueae it waa Tbureday eYen1ng. 

Yea. 

And Mr. Bull, Who wae there, brought th1e matter 
up and he ea1d that he wae pre .. 1ng hle OoYer!llent 
t or en 1-.liate reply eo 1 t Will be eaay tor ae 
t o follow that up. 

I eee. 

8o I'll do that t 0801'TOV aorn1ng and Juat ae aoon 
ae I get any word I'll get in t ouoh V.lth JOU 
laaediataly. 

And eo tar 1t'e -- I "wouldn 1 t put t oo auch etreu, 
but we haYe analysed 10 a1ll1on dollare' worth 
ot goode Vhioh haYe coae 1n recently and 70 per 
cent ot 1t 1e about -- on the tree rate. 

Ieee. 

The low rate. 

I Me. 
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W: 

!!)!Jr: 

W: 

INJr : 
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So that g1Ye8 1t)U 801!1e ldea Ot h OW l~rtant l t 1a. 

You bet . Al l right , I' l l do the beet I can toaorrov. 

Vell, I hope to eee you eoon. 

I certainly hope ao, Hen17. 'l'here are a lot ot 
thlnge I want to tal k to you about. 

I ' d loYe t o haYe you baYe lunob wlth ae. 

I'd be avtully glad to ha•e t be opportunity. 

Are 10u tree 'l'hureda~ 

Jfo, 'thursday 1e the one day t hat I'oa tled up. 

How about ••.••• 

El t her Wednesday or Friday would be a11 right . 

Row about Yedneeda:v' 

Wednesday , tine. 

'l'hat•l1 be t lne. One o ' clookt 

Yea. Shal1 I be oYer at your ottice at one' 

Yeah, we eat - - I eat here , you see . 

Yee, indeed. I ' ll be oYer about one o ' clock. 

'!'hat ¥111 be ewell. 

fhanke a lot, Henry. 

Goodbye. 

'!'hat•• Yedneeday. Goodbye. 
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Those were February imports . 

To show you how care!'ul you have got to be -
and I don 't want this to 60 out of the office -
they had an unoff i cial meetinG at tho rnute 
House 'l'hursda7 nibht at wh ich Lord Lothian 
was present and this question was brought up 
at thB t time and Welles ears that it 1s very 
eaey for him to follow up and he 1a seeing 
Lord Lothian for an answer and he agrees that 
he should press for one, oo that I don ' t see 
there is much nore we can llo . mten the time 
comes , i f s omebody hold s a gun to our head 
and God dean it, what is t he rate , come and 
s ee papa and I will EO s erosa the street and 
see 1f I have better luck ~han Danny 3611 had. 

There ia a certain danger of Customs officers 
goine ahead withou t asking . 

l"fuich "ar would they go? 

Both. wnys. • . .. 

In the Uichigan district, I found they ware 
working both ways on t he O&nadian line and 
that is bad . It didn' t aliiOunt to anything, 
it was just a rew little incidental cases. 

Well, you can Me where we would be i f they 
had had sa10e understanding t here Thursday 
night with Lord Lothian and --

Well , this is a stop-gap decision, as I under
stand 1t, l.!r. Secre t ary, and protects the im
porter, because i f a subsequent decision is 
issued changing thi s , be can then recover the 
loss he suffered because of the prior rate 
being enforced. 

They got the trade treaties throttgh and most 
likely everybody f e els happy now. Should we 
try to do anything with \'la lla co on this thing! 

No --

I think if he raiftea the question, m1Cht it be 

·ns --
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appropriate to aay that you are giving thi.a 
•tter every c onaidere.t1on and it would be 
helpt'ul 1t he would aub:\1 t a memorandum for 
the bo7a to go over from the a cricultural 
point of view. Let him put hie reaaona down 
1n writing a.nd aee What t hey look like. 

Why nott 

If he 110uld do that without t elling what we 
think we want to cona1der then. Ir he baa 
got good reaao.ris we will conelder them and if 
he baan ' t, it will be eaa7 to find them out. 

I thoUGht it would just inject another elfl!llent. 

Wb7 wouldn't i t be e. good thing to do, anywa7t 

No , the President said he we.s going to have 
Wallace at the 1118eting. 

Wh7 wouldn't it be a good thing to do bet'ore 
be canes to the meetingt 

'lhat 1a what I am trying to do now. I am trying 
to 1rcn this thing out and smoke these t'ellowa 
out or it bet'ore I go 1n to aee the President. 

Do you think it might be appropriate 1f 70U were 
to call him end .. ,. 70U e.re cona1der1ng it now, 
either that or send aamebod7 overt 

Prom the Cue tom a point or view, i think the 
time that is slipping along mAkes the poaaibilit7 
of a atop- gap decision IIIUch leas Of an answer 
aa long as we are getting up against the gun 
Where the goods will be held up P"-tt,. soon. 

Let them squeal. 

Wall, by calling up ws have round out a little 
aomething and he 1e seeing Lothian to1110rrow and 
I am cSoing everything I can. If I get 1n hot 
we.ter, I can ju.et do -.hat I alwe.7a do , I can 
just say it 1a not .,. fault , I &lll just oarr,-1ng 
out the President' a ordera. Put down that I 
..S.led when I ••7 that . I can blame 1 t on 
BIIU7 'trallaca. Io, but l'ellea hu got it md 

~87 
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be realizes that we bavo got a ravorabla doeiaion, 
because I am more vulnerable when I am aura that 
they are watching to aoe Wbat I am going to do. 

Did you notice that ori tioiem 1n tho Now York 
Tilll!l a on Sundayf 

I d1dn' t a eo the SUnday Tillie a, 

I think I have it bore , 

l'lhat are they cri tiching - ror nowf 

Tho CUatoma pol1CJ aa it bold a to »r. Hull' a 
trade agreement . 

A con t1nuat1on or a aorioa that waa 1n the papera 
last suDDDOr. 

All we are doing 1a oar171ng out the law. 

( Tel ephone conversation with Henry Wallace tollowa t } 
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RMJr: 

Opera tor: 

HMJr: 

Henr7 A. 
Vallaoe: 

P.l!Jr: 

W: 

HI'..Jr: 

W: 

HMJr: 

W: 

ID!Jr: 

V• 

R!I.Jr : 

V: 

RMJr: 

V: 

RMJ'r : 

Hello. 

Secretary Vallaoe. 

l!ello. 

Hello. 

How are ;rou, He nr 1t 

Fine. 

.lpz1.1 s. 1911o 
):~ p.a. 

Henry, ve•n had a little meeti ng here on the 
official and unofficial eterling rate, Vb1ch -
I don' t lmov Whether 7ou• re familiar v1th it or 
not. He llot 

Yea, it v e e diecueeed in Oab1net last tlae. 

Yea. Mow, v e •re rapidly coming to a place Where 
ve'"'e got to do eometh1ng and I wondered if, troa 
the etandpoint of 70ur export oom1110d1 Uee, that 
TOU were particularly intereeted. 

or couree, ve•re nr1 auoh 1ntereeted. 

You aret 

Well , would TOU care to either put dovn TOur pon
tion or han e011ebody come o"'er to tell - What 
TOur poeit1on let 

I don•t lmov Whether ve ba"'e any poe1t1on or not 
eeept that ve lmov that the eterUng rate will 
etteot the deaand tor e:q10rt ocmmod1t1u. That'• 
all. 

!be eter11ng ratet 

Yeah. 

Yell, 11h1oh - Vbloh one of tbeee two ratee do TOU 
feel would be helptult 

_89 
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Yell , obTiouelr t he -- ob•1oualr the hi gher rate 
would enable t he Br1t1ah to par a higher ~rioe 
t or our - - tor our ootton, wouldn 't i t ' 

I think eo. I -- we reel here, purely trom the 
legal atandpolnt and ae belng the polloemen 1n 
the .matter, that 1t•e the higher rate. You aee' 

'fh"ere•a no queat1on but what 1t g1•e• t hem greater 
purohae1ng power at a pr1oe that 11 aat1etaotorr 
to our people. 

And we can • t under stand -- we oouldn ' t -- I got 
the l~~preaalon, and I gueu wrong, that rour t olka 
onr there van ted the lower rate and we couldn • t 
understand lt. 

It ' • all neva to me. I aaaume or course we'd want 
the hlgh rate. 

Uh-huh. Well, that - - that• a whr I vas calling 
beoauae 1 t would ae·em t o me thll t you 1 d want t he 
higher rate. 

or oourae, there are no two vaya about 1t. 

Yeah. Yell, then there r eallr 1an•t much to ear 
unleea I t elt that t her vera trrlng t o make ue 
1 bend the l aw• eo t o apeak and go to the lover 
rate. 

'!'he -- we ' •• heard - - what I vae 1ntereeted 1n 
reallr 1e llhat percent&!!$ or the trannot1one are 
golng on the baeh or the otr1o1al higher rate and 
to what extent on the belle or the colll!!lerolal 
l over r ate. 

Yell, I oan gl •e ~ou that Tery oont1dent1ally tor 
the 1110n th or February. 

Uh-huh. 

For the month or Februarr 70 per oent or our 1.
porte were on the lover rate. 

70 per cent or the lmporta, 
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or our 1nrporte. 

Uh-huh. 

Were at the three and a half dollar rate, or there
abouts. 

Yeah. 

And t hose f1guree are Yer;or rough and subject to 
correot1on but that• e what -- we haYS people up 
t here analy~1ng every 1nvo1oe. 

Well nov, what percentage of our exports goee on 
t he bee1e of t he two rates' 

That we don•t know yet, but ae soon ae I have 1t 
I ' ll be glad to ~1ve 1t t o you. 

Vhat determines whether 1t oomee one way or the 
ot her! 

Well , we reel under the l aw - - a s to our lmport e 
we feel thet we should rule 4o2 and that we have 
no choice ln the matter, and t he Attorney General 
is ready to eign an opinion the minute the Presi
dent aeka h i m for an opinion upholding the 'l'reaeury 
on this. 

Yeah. 

or course , I -- the President vae very frank v1th 
me and the State Depa rtment; unf ortunately, were 
not ee frank. But the State Depa.rt.ent ea1d to 
~e - - the President ea1d, 1 Henry, tor God'• eakee 
stall this thing until we get the 'l'rade 'l'reaty 
through. • Yell, we've done that nov. 

Yeah. 

Nov we haYS -- our duty ie the policeman to carry 
out and everybody in the 'l'reaeury feele we should 
take the offi cial rate •• • •• • 

Well, do you have a.ny power to handle it vlth re
gard to the export commod1tie•' 
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Well , I don ' t know. 

Oh. You do ha•e the power on the ~rta but not • ••• 

On t .he illporte, yea . I don ' t know whether we haq 
any power on - - on What we eell to Englandt 

Yeah. 

I don• t think we ban. That reate with thea. 

Ub-buh. 

Well, 1t I t1nd that there •• any preeeure on ue 
tor econolll1cal reaeone or agricultural COIII!!IOdlt y 
reaeone to go the lower rate, I ' m goi.ng to aelt 
to have you eit in. 

Well , that wo uld be tine. 

So it-- it there•e anything along thoee linea I ' ll 
let you know. 

All r1ght. Thanke, Henry. 

Goodbye. 

Ooodb;ve. 

. . 
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I dCIIl 1 t thi nk be underetanda that what we are 
dealing with here i 1 purel~ a question ot 
the ducy on an illlport . 

He can ' t understand it. 

I U,ink he does. He probabl~ teela --

I t he doe an• t , he will write me • letter about 
i t . But he WILe eertllinl~ 

I t ~ou like, I can ge t in touch .nd make aura 
it he does , 

Yea, I mean , you get awa~ tor a couple ot weeks 
and ge t acn e t rash air, a nd t his ie 1'/aah ington, 
and 111 th all tbia finagling that 1a going on, 
sure. But that ia that. We will t ake up some
thing els e . 0 . K.? 

With respect to tboae th1nga we analyzed, we 
only got up to 10 million. 

You keep changing it eve~ minute . Somebody 
aaid tor the month ot February. 

I aaid it was t he t1ra t ten mi:llion in the month 
ot February, at leaat I meant to aa~ that . 

All rig!:lt . 

; 
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DBJ'Aift'AIY OP 8ftft 

April 6 1 1940 

My dear Mr. Secret1.171 

I encloae a oop7 ot an 1n1'ol'lll&l note received 

on April 4, 1940 t'l"'III the Britiah Alllbaeaador, 1n 

'llh1ch he requeate that final eoneiderat1on or the 

queet1on ot the sterling rate ot exchange tor the 

purpoaee ot Section 522 ot' the United Statee Tarit't 

Act be postponed until the Alllbasaador 1s 1n receipt 

or tbe v1ewa or hia oovermeent , wh.1ch the,. are tele

sraph1ng aa eoon aa posaible. 

I ahould be glad to be 1ntol'IIIOd or the repl7 which 

I may make to the Ambaaaador. 

Encloeure: 

Pl'Olll the llJ'1 t1ah 
Ambaaaador 
April 4, 1940 

The nonoreble 

Honey lolorgenthau, Jr., 
• 

Sinoerel7 youra , 

/•/ Cordell Bull 

Secre tar,. o t the Treaeur,.. 

194 
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My aoar Mr. Secretary! 

BRITISH EKBlSSY, 
liASHIIIOTON. 

April 4, 1940 . 

Under an Order i n Council Which took effect on 

lolarch 25th last, the control of tho foreign exchange 

proceeds of specifi ed exports from tho Uni ted Kingdom 

and certain Empire countri es {rubber, tin, jute and 

jute manufacturers , whisky ana turs) results i n payment 

for those gpods, when exported to the u.s.A. , being made 

at t he official rate of exchange. 

I understand that inconsequence of this Order the 

quention of the sterling rate of exchange for the pur

poses of Section 522 of the Unitea States Tariff Act 

is at present under the consideration of the Treasury 

Department . 

I have received a telegram fr·OIII m;y government stating 

that a large proportion of United Kingaoc exports to the 

u.S.A. is subject to ad valorem duties and would be 

affected by the decision which tho Treasury Department 

may take in this matter and requesting an opportm1ty for 

p1~aent1ng t heir views on this subject before the Treasury 

Department make t heir ruling. 

Tho Honourable 
Cordell Hull, 

I should 

Secretary of State of tho United Sta tes, 
Washington, D. c . 
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I 8boul4 tberet'oN be poate~ U U ooul4 be 

&JI'1'U\S.ci that 1'1Dal oan81de:ratlcm of thh -tt•r alpt 

be poetpooed unt11 I u 1n Noelpt of the Ylewa of w, 

gon-Dt , whloh tb87 lnt'ora - that the7 are wletpoapb.ln& 

aa aoon •• poealble. 

In the •-ts- I augeat a-t the 'rl'M.urJ' Ilepa.J'taeftt 

algbt be lnt'oraed that I abould be gled to wlepoaph to 

London tor ~ apeo1t1o lnt'oraetlon wblob tbat Departaent 

algbt c1 .. 1re to rece1Ye ~ w, gon~t. 

Belieft •• 

aJ deer llr, SeoretarJ, 

Youra fti'J a1noerel7, 

LO'l'HID. 

....... ''~'"" 
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DIVrJ'ATIOI TO bPUK 4/25/40 _9 ( 

J _, broadcast on Art work 1n t be 
Oove i'IUient 

April e, 19~0 . 

TO 1 ltlr. ll!cHuah 

PROM I Mr. Schwarz €? 

In response to your r equest , I am quot ing to you 
the text or the t elegram o! April 3 !rom the Secretary, 
as follows: 

"Please notify ED1ARD DRUCE I will be 
delighted to join him on radio broadcast on 
April 2i provided he !urnishea me with snappy 
talk. otify BOB &:CHUGH also . 

H. Morgentheu, Jr. • 

Mr . Bruce says that the program will be on the ~ 
network from 10 t q 10: 30 P M. on the twenty-fifth. 
Professor John Dewey, t he Columbia University philosopher, 

. .. . ... is .. scheduled t o be mast er of cennonies and Washington 
participants other t han the Secretary will be Senat ors 
La Follette and McNary and Administrator Carmody of t he 
Federal Works Agency . Carl eton Sm.ith, the local NBC 
announce~ has been assi gned to handle the arrangements 
!or the program. · "' 

Note: Mr. ~cBugh checked with Mr. Schwar z on this 
today - Mr. Schwarz i s handl ing the writing 
of the speech. - e as 4/17/~ 

I . ., 
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/~ 
reoly refer to 
Mi. M/231 

DEPARTMENT Of' STATE 
WARilNGTOII 

April a, 1940. 

The Secretary c! State preaente hie compliments 

to the Honorable the Seoretary ot the Treaeury and, 

reterring to the Department ot State'• telegram no. 

3, dated March 1, 1940, to the American Ccneul at 

Blrmingham, England, a cop)' ot which was torwarded to 

the Treasury on March 2, encloeee oopiee ot the 

Consul ' s despatch no. 383, dated March 13, 1940, 

entitled •Production at British Shadow Faotor1ea 

(B1rm1ngham coneular district)• , and ot t he Consul 1 e 

deepatoh no. 38~. dated March 1~, entitled "The War 

and Ooneequent Plant Expansion Among Pr1 vats B11'1111ng

bam Industrial Ent erpr1eea 1 , 

Enolcaurea: 

1. 3 copies o! no , 383 troll 
Bi1'1111ngbam, March 13, 1940. 

2. 3 copies ot no, 38~ troll 
Birmingham, Karch H, 1940, 

I 
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t'o . 313. 

Subject: 

.o\meriean Consulate 1 

CSIDQ'ftltl, 

Produo\lw a \ Br1Uoh 8lladw Pae\orho 
(11~- OIDOUlar 410\1'10\), 

THE !!ONO:AABI.ii: 

Tll3 SECRETARY OF STATE, 

SIR: 

I haw tho haor1 wtt.h roopoe\ \o t.ho Dopenac\'o 

oabloii'M no.3 4a\od Mal'oh 1 1 lMO, hol'fti \h roopoo\• 

tully to \raa.t\ a -I'IUI4• \roa\tq ot ~U• 

a\ Brl\ioh oluldow tM\OI'loo 1a t.Jle 11N111P• 41o\1'1o\, 

...... cia 4a•ltn. wt\h \lill ~ll.lq ·~"" 

a111Umod in \he oabl.,_ will be propare4 u \ho 

1100001&1')' iJI1'0JWaUOII 11 ~iaet. 

!lao onoloM4 -I'II.Ddu. to llllt buo4 -luoinly 

upon 1!11'o..auon "ob\alaod b7 t.Jlo Coaoala\o etMo tho 

roootp\ ot t.llo Dei)U'1am\1 • oabloa:r- abOYO acUono4. 

Hownor1 lntOJWa\lon m hM4 wao oupploMn\od b7 4a\a 

obt.a1Do4 4lli'1D8 tho OOUNO Ot oaa.oroa\1 ... wi\h 

onoral looal pooplo who hue, \hl'oup oxp_.t_o, a 

t .. UlOI'U~ wl\h wrkiq o..Ut.1ou prnalU. 1D 

looal ahadow fMtol')' planu, 

1'ho poroc. who wo _, !wlpt'lll 1a \hto ocmnooUoa 

laoo, dfwotac I"OOOD\ ~. OODiltaD\l)' 0- 1a\O OOD\M\ 

wt\11/ 

9:J 
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rita. U.leeau.M ..... s.et 117 ~ \I 8 Is • 

A trllf to'f of 

1M~·""'"'"" .... QV, 

.... ~,.... 
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uc•at.a ,, w. Mt.''Pdl tp , • .., •utn'''· 
<>rpnbo4 •rtt.1eh labor 4o .. an enl"\11 I'Otlaeo 

t o Mk• ooneou1ou \ho-~iHllJ' ill clu'op U.cm ~ 

tt.a r1ahu u now oot.ablhho4 when t t. to alMJ" \hot. 

it ouch •-••o1oDo &1'0 110\ ..so, tho OIIWl\17'• war 

ottort will bo oubet..nU.a~lJ lulllpoi'04 in all i.llpol'\aD\ 

t1ol4. ltu\ tho uta'- OJ'IIPA\hT w1\h wlltob t\ 

oxalli.noa oaab an4 oYol')' - ill \bo 41l'HUon et 

bNakilla 4own a117 l abor 1111ton l"'llo OJICOIIdOI'O in t.ba 

workiDC poaplo 4troa\11 atreow4 a •wee 4lopoolU.on 

t.o bol1uo ~t. t.ba1r Htoo\ aOUJ'H to \o o~1ok ~o 

Pr••\ital 'J'!Pltl. 

(1) 'rhoN h a loa& rw ot -hill• \oolo in a abodow 

UD4or t.ba plaa, oub 

-bill• tool to \o J'\111 at. a a t••n opoo4 \o ea•plow 

• OJ 

a pro-4o\OJ'Ilina4 Jlllllber ot opera t.1011o in a pi'04ot.oratno4 

t~. OD4or =ion Nlea, \ha op-~ in \hie rw 

who I'IIDO Mabino no,lO at. tho plaana4 epeo4 ••~ be 
a 

a aktllo4 IN! n -. •-t roooiYo lou t.baJI/auto4 

-t. ot .... _, t or a o\Oto4 llUIIIIIv ot boul'o or 

labor, BoWYu, t.llo abod.."'W tM\011')' bu ut boon able 

~· ob\atn tM HI'Yiooa ot ouob all ..-wr ...s, t.lloro

toro, ploooo an unaltill a4 Mn at. 11MhtDO no.lO. 'rhto 

to wbero \ho ~1· bo~. Tbo to...- ullo t.llo 

uuld.Uo4 MA ~~. aa u to ..-~ttlle4, t.ba tou .. :~.q 

qaoo\iona ortoor Wl:le\bor 1M call ~ a oltillo4 work

or' • 'PII1t own it ho Nna t.llo ••btu •~ \ho plaallo4 

opoo4 and t.IU'Da oat work aooor41q \ o plal .Utbor, 

it/ 
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row ot -chiD .. hitlo u4 \bat \lao wtlele prodao\ion 

eohoclu.lo or •bad• tao\017 11 41&Np\e4. 

At.\tt.p41 •1' ftr'w ru\on ' ltrtn. 

Sbadow tao\OJ7 o.plOJOI'I would Ml'l thaD •ladlJ' 

put at oaob Job a MD, -, or oh1l4 who 1 under 

labor union J'Uloe, h tho propor pareon tor that Job. 

llorecrror, t.ho7 woul.4 bo •ro thaD •ltd to PAT labor 

~~nton rat .. \0 oach • ploJOOo But t ho a\ern tac~ h 

that \ba labor ..rkat a implJ' oamwt aupplJ' ahadow 

taotoey labor noocla 1n euob a •7 •• to enable 

aha4ow t~tc tor;y aplOJIN \0 ••t labor union J'Ul11. 

hr\hol'IION 1 OY&Il it labor union• entirelJ' euepon4e4 

the 1'1ll11 which ara caua 1ng the t.roubla 1 ahoclow 

t~PtOJ'7 a.plo;yera atill could no\ 1 becauae ot an un4er

aupplJ' ot auttable labol'1 Mn tb.oir MObtn .. ao u to 

turn out work on plftD'Ied acboclulu . 

Tba Oonl'lwtllt .Ut.it.u!lt. 

111• Gner-t'a at.Utode 11 that. it tvr an:~ reuon 

wha\OYer abadCIIf tactoriee 4o not. produce what tbe7 

were plamo4 to, then tho 4atio1-;y _.t, 1D ao tar 

a• 1B poaeiblo, ba • 4• up. At. tho -mt, t ho 

4etio1onoJ 11 groat an4 1n att'orta to aalta it lll't tba 

GOYII'IIIMIIt 11 porohaeing lllllllrOUI rtpt.ing aircraft 

abrold. 

The Attttyd• qt th• publtg. 

'l'be attitude ot the public ia not unttol'll. In 

the working claeaes tbara i a a diepoaition t.o believe 

\hot. t.he ai.aa ot Briti a h labor are q uite u if not 

aoN iaportant than Great Br1ttl1n 1a war a:l.aa. 'l'bera 

ie aleo a 41apoait1on aaong thea to auapact t hat 

Bri Uab/ 

' . 
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arithh in4uatriallaw 4adp to ue u.. .... aa 

aD u cUM ror p~atU~ the arttiah labOr ... _11\ 

back a aoo4 ~ Ja&No 

That pal"\ or the art Uah pablie which balAiqa 

to ~~aithar tha workiJII aoJ' 1.ba 11148atr1a.lln ola .. , 

wllila tolat'allt ot labor' a 4ataNina1.laD \o pnHron 

auah l'i&hh u it baa obta lna4 th:r012gh \ha atnala 

1 t baa put up c2\lr1Da the lMt oantlll7 or ao, lneliJiaa 

to tba view that a aituation M1 al'lM ill Wldch \be 

ao.a.-nt wUl haYa to atap in u4 tone laber t.o 

4o the Job it ia uatana4 to '4o without rtear4 to 

labor union rulu. 

The in41latl'iallaw an, a• a cla .. , DOt 4lranl)o 

oonoaJ'Da4 a'beat the .. ttar aa abadow taotoriaa are 

operated by tha Gftenaant wMoh, t.My bol41 caa, 

wbm it la coeai4~nd azpa41ant, tall labOr What lt 

1a to 4a aD4 Mb label' 4o lt. rN7 h ... , Jao-ar, 

polnta4 t.o \ha t11111t that, aa a ra•lt at t~a &Utu4a 

labor hM a4opta4 raaud~ lllaa40w ta.ot81'7 pi'Oblau, 

the Unita4 U..S• 1a aped~ ailllou ..- .tlllou 

ot pc ,.. atarl!JW 1n \be U.ita4 S\atN Ul4 C.-4& 

t or alronft, aD4 a44 that, t~ abadow taotoJ7 plana 

loolla4 wall oa paper, t.M:y at'M4 tha One,__\ that 

tbe7 o0Gl.4, it lett to tt.lr own 4aYloM, Mra aau.

taotorllJ ~ all poiJ:Ita ot •in 4o t.M -k abadaw 

taotor iaa wara axpaota4 to. 

nw .... 
82t.2 

J- Jlo Willduoll 
Aaartoan Conaal 
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!-"'o . ... 

Acc-1ean Consulate, 

Subject: 
~War-· C• 11•1 \ Pl.D\ e J ad• 
__, Prlftw atrw'IIP•• tndu\J'ial 
atwrpri .... 

T H3 HONO::lt\BLE 

SIR: 

TR3 ~AR'l OF STAT3, 

ifAS!!ING o:: . 

I )lara ~· ~. wt\ll ... ., .. , w \he ~p.n.D\1a 

.. bl-.r- -.a 4a\e4 ....... 1, lMO, hal'ftl\h \a \nlla• 

al\ a -J'IU4• v.auaa •~ war aa4 o ... e~tuea\ pl&D\ 

<npaM1• ..... prift\e alr-'..,.aa W.a\J'ial •WP-

prieN • 

.t. -• s 4•"• w1111 u.. r iw'•• ·~·' 
-u..c 111 111• 'eabliCJWI te ill -.. .. ·~ praparaUea 

•4 u - u 1\ le HIIPlaW4 will lie torwarda4 \0 

\lie Del*"' IP\. 

~ aMloH4 --•ww"ik••• le ......... - .. M ... l 

t.st•-"-~ ill -eouen wt\ll u.. ,...pareuoa 

.t 4aapa\&ae •4 rapel'\8 Jll'ni••l.J toii'WI'de4 w ~· 
De;u ta•t \baa..,_ 1.zto-U• ab\eiAed dDOo noetp\ 

at~· eallle~ I'Ot'oi'Nd w. 110wnv, 'bato ... \he 

ae\lla.l wortt • \he -ND4• ... ·--ad, tw 

•U... ~ aeftl'al ill\er"ri"' wi\h \hreo loaal 'lluln ... -

- -. U.. •all balrlodae ot \ho looal labor pi'Obla 

ao/ 

Of 
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.. \M\ ....-lea 111u atten .. .,...u_ •• • ...,. 
t .. \erl•• 1a ~· no11l1\J', _. • a ..-1• eM&Sa .. 

oou1denlllo tato ... •ta• wllioll ~ Moa Sa.rpon~ 

1D • -I"UUIIJla. 

••• .,..~.ly ,..,., 

'08 
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barlllooo ~CAW\ .,.,. loN la\er uoonaiae4 \o llaw 

bed .. ou1~ ~ Ulo upsut., 

Priy•te la\arprtu '""""'. 

-,. ...S ~. prhaw •\U'pri" .. 11 p...t'en 

\o O&rf'7 •\ Qeor-\ ••~\o 1Jl oue\1)' \be

_ _. 1111 ftloh 1\ oa!Ti .... \ non-a..o~a\&1 ooa-

\rarto. ~· la tho euo 'boeaDoe pr1w\e oa\erpr1aa 

1o oau-..1)' JMlO'UI o~ 1\8 lndor-u'-• &DIS ~ ..... 

\ba\1 1Jl ••llaace ~or \lao •err al1p\u\ ~- 1 \ 

~••or or o-1deraUoa, 1\ wlll ei\ller lie eapec\ecl or 

re~ulred \o ... r1~1oo •- o~ 1.ba\ iMepedoaoo, 

MM'*\'• Ia Ww g( It n·•= 'h Bplf. 

'faa. ·~ o~ tho pret.reaoe 4oal\ wi\h 1Jl \he 

preoo4~ p&reCJ'IIPII la oaob \lla\1 "" wbWl 4o~ oo 

la .... or luo 011\ o~ \llo que•U•1 pr1•aU oa\orpr1oo 

MOW war aeeclo ~ plaD\ adtipt.aU•, Per .-plot 

U plur\ llu 'boea .amd'~ aa\-bUo o s •••• 

or paJ'\e •4 lo oallo4 .,_ \o ._roa\are fiN qilllo 

o, -11\o or pane, 1\8 -or wlll1 ra\llar ~ o ; ' 

plala\, p \0 aNa\ lq\bo \o off"\ \lao ~\1-, 

804lfioaU- eD4 ollaJwoo roqvJ.Nd \0 OMbl.e.llia \0 

boaiJl pro4aoillla fire OIWiAo por\o1 oopoolol.17 U plu\ 

upua1• woal.4 - a reUBq'llielaoll\ ~Ilia •~ tho 

ou,tawn decree o~ \lla OOJJ\J'Ol. whlab lla1 u a prln\o 

la41'ri4aal. w1\b ao obUpU-, oaprooee4 OJ' taplio4, 

\-.do \1M Geor-\, aaoro1ooo ewer Ida •\orPrlN. 

•n "'eet. Pl•t. J>nbl• a rut,or . 

IJl \be B1ndnpa• area •ob J'ecltm4•\ plaD\ llu 

~or l.q b- iDopoJ'aUw booallM 1\8 -N aN1 an4er 

ueoc:iaUOD/ 

"-t: 
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·~ t..wn.. wUl -~ ........ __. 

*'• lallllo .._, _. ., ... W .. ... 

plaa\ " ···"' .. u ...... ahtl' ....... .... 

''' ' •• a c ur 11t .. aea111 ~ ta •-· .. 
tHnU7 wUl-\1\I&M a ,._1M tw.., .,.....uns-

eM;eA/ 
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ollarle4 wHh \lao re~laUGD of 1At.Or-oD\u'pr1M 

relat..iODahipe 1a \hi• par\lolll&r f1o14, 

tahtr M lfw ltn Tftt'r!'D\ lyt,gr. 

rn uq fall' o1H4 1 ..... \abUobe4 atmact z 

1ndll0\rial 811\orpl'iM, oaoh Job baa a lllot.ol')' 1A \lla 

oap1\al•labor rela\1onah1p rea:a.., '!'hh hiat.ol')' llu 

4ntlopocl, 1A pan, u a reolllt. of -Gao otnaal\· 

aUona -a tho -.;~10)'01', labor ua1on oft1otala, 

and all of tho woJ111Ma who bno onr dGilo \lla Joll 

aad, 1JI pan, u a reclt of -rou ezee1uUoa.a of 

t ho na\un fd tho Job 1A OMPU"iaGD with \he aa\DN 

of al.ailaJ' Jobo 1A \he - GD\orprt.. . In \h1a 

dt.uatiGD, when a Job IIDl&tr ro1.11lqu1ab .. bio ...,lo7• 

Mnt., tho ozpl OJor llllowo uaat.l¥ what. bo 1a llP ... 1M\ 

whon bo ,ooa t.o till tbo waoant. plaao and ao 4o \he 

labor union ott1a1ala an4 old ozplOJOOo. When 

a4~t.1GDa , a~fioaUGDo, or allanco• 1JI umataot.ur

i ng pr-•••• boe- aclwieoblo or aocoual')', oPOil ._ 

uouall7 bo otfoat.ocS wi\boa\ - h labor U'Oabla, boo

firot., tho ozplOJOI't lalla' llllion otfiatalo, Ul4 

fNqa•t.lJ' \llo peoplo wlloM poo1•1- will bo otfM\ocS 

li:Dow u4 u.. aettdalleo 1A oaoll ot.llor 1114 boMaao, 

ooooad, faot.ol')' t.ra41\1GD 1114 preooa-\ s=eJ17 a-:r 

oll illpol'\allt. q11eot.1 .. wllioh will al'iM u \0 t.tao, 

pq, Job olua1t1oat.1GD, ltl4 a o fol'\h, 

•wwor, ao 1.npol'\allt a:ro tho ~-t.o 1~ labor 

qao•U- ntoh a.rt• 1a OYUT at ... hctm ..... t.r6a1 

Gll\o'Jil'i.oo that. u aoon • a fira •• lllford w, 1\ 

...,10)'0 a tllll \tao labor relat.ion uplll'\. It. b 

tho dla'-J of t.hia oxport t.o aip ~ v.allla 1A \he ba4 
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ancS 1t 1111 1• •-•lld'lal.l,J \e pod- Uda ~, M 

.at. be ~ ..,. 1r111t• •t. .u, w u.u. wt~ 
pa\1-• \o eMll all4 ft'U7 e-.plaia& ~ • .._ hiP

nuT 4·="""• al.n \e S.Ut. t.llat. ~ •'*'-' ••-~U~a.

ot be edJut.e4. 

The parpen 14 UM "" ~..-U. Jllll% e' t.e 

~· .-. Ulat. ~· et nt.tat~ o' »• 
.. Plot• "lat.tns"'P'• ..,.. .ade.r a 1 o..Uu-, 

oout.U.W. a ftr7 41tfieu.lt. prrtt• 1a ~ as..r ate 

~a. .., wtMa a au-«.,.n - t.-.t.rla1 •w 

pr1ee eq 1• lt.e pl&l&, 1\8 laMr ~ 1.8 _,. 

•re 41ttlolll."' tor DOt. ~ cSou t.bs ~t.t• .r 
obt.aiD1JIIr 1 r.... t.lle 1aMr at• polat. 14 n.., t.M 

rtcllt. poreoa tor~~ .j• ..U., bat. u.. t.M 

qgeat.tua .t Mw'•'• ..,,.~ ter &19' J• ~. 

TM la"er q-U• •-• .. ter ~· • :l.sple rr sns 

Ulat. Uae aap;>l.J .t llldriSV1al laiiW 1a t.M au ,,., 

arT& Mldn ..,•l• ~ 1 .. , ..,. 111At. U... t.e ••= 
• \ wq - U.. aa •-= et ... pl.J 14 a ll:1a4 ,.._ 

wla1u t.lMI ...- et a I)Wat. npnat. at .., s.s.eft-

fto wtt.•d• GJ.Oh liiM 'llnal.weW at. U... 

ettlet.la &Dill -.ue--. •-•lftCl..,. att o , .. 

w Pft ottnt. t.e t.M • ....., fMt.~ We& 1.8 1M\ 

\U7 ptmst \Mlr tal~ - t.M nu ' t.M~ •"'d 7 

p1'041MU• 1A Ula ~ - ._. '• a 17 a 

pr"JAa et ._...._ ••~ ._., •• • _. r: ts 7 

.a4 aa MeqUt.e 711ppl7 14 -\TI'lala, lMYtlic ..t. .r 

rrd '•a UM '1'1\&1 b~Jert.aMe et UM 1aMr ,_ ..... 

• · M t. 1 •"- 41' II e• ..,.1 ·s• - T.II?Pri"Y&r pa \ 1 --,1 - & -..- •--

""''d' a ' 

1 
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aR.r , .. ,-. ,,_lll'llncll 1a ....--iau• aD4 , .. S.d. 

~ -Ia IMU'tllv\e ~ 

~ ..:CIIIIIp•~',~.s.lll'-llld.\ ot • s.U.taa\e aJ.a, ter -..pl.e, 

f i.,.\inc dNJ'wft U. ~til.......,., ........ 0~ 
tro• Uta •" •~ pa t d• u-. .., ..._..,. ._. 

boll"l ... 10 ..,0,..., ... el ., -Uft~ \IIMM 

of lablr ~l.ee, ell r d.w ~ .. t.n r..u- tar 

etzen •~ 4eJac ._, U.:r ..,.. ex-poe\ed t.o, 

., '· 
1'M- .... M ftl -ft prl ...... bdll11.1'1al plea' 

1n Ute 111-'a.:t:a• - ~- 1411 UloiD ... p~ 

ro\lter ~ el4 ~ w- paipteee \ltaa ; '• 

Ir U.. CIQIOs•u•wr.-""..,.. a._... 1a -pu:.aaua, Ula iadu· 

riM \e 0. ~- l.abo? ~: (l) Tlilat ot f'tBil• 

111s wo1'11:poG?).a u. all IJIId Ct> \!tat. ~ tlDd.tll« \!to 

k:t..d. ~ _,. D91• --~ .... ? ~ .... I'S1 .. , -

•Uc1bl.e ntr Ule J .. ..Sa nw.Uable ~ oape,.. •· 
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-·~ 

DEPARTMENT OF STATE 
WASHINGTON 

Apr1l 1 , 19.0. 

'l'he Secretary of State preaente hie oo~~pU.11.ente 

to the Bo110~le Gill SeoretaJ'l' of the '!reae11r7, and 

enoloeee for hie eonf1dent1al 1nfol'llat1on three cop1ee 

of despatch ao. :581 of Xa.rch 7 , 19.0, fl'oll t he American 

Conaulata, B1ra1.ngblla, J;ngland, reporting on 81'1 t1ah 

aha4bv factc1'7 org:aniz:at1on and control, in reeponee 

to telegl'lla uo. :5 of llaroh 1, 19.0 sent to the Alle1'1c an 

Coneu1ate at B11'111nghe• b7 the Department of State at 

the request of the '!reaeurJ Departllent. 

EDc lo8'111"8 : 

:5 oop1 .. , no. :581 
of Xaroh 7 f!'oll 
B1_rw1 ngt»••. 

: 15 
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noal. 

.U.rican Conaula tAl, 

•tr-t,.,..,, .. .,.,.., ...... '· lMO. 

Subject: •rtUah 811114ew J'ao\er181. 

THE HOl<ORA.BLE 

SIR: 

THE 3EC3E:TARY OF STAn, 

IYASHniG'l'Cm. 

: 16 

I lu!Yo \he heaer, wi\h retarenoo to ~· Dapa1'111i1Dt.'• 

oabloJI'UI 110 , 3 4awct llal'oh 11 1H01 horewl~ "~~~~"'

till}¥ t o t.nnoait a -oNJidu. \Nata, ot Br1t1oh 

eha4ow taot.ol')' ora.aiaaU• a.s eoat.rol. 

•-1'11114• doali.Qa wtth tho ot.hel' •llbJ oot.o -u..ad 
1a ~· tablosr'• Will 'be J'"pal'od .. tho - .. OU7 

1AtoraaU• 1o ellt.oillod. 

Tile ulloood •-:ra-. 1o MHcl -laa1w1J' 111p011 

o\a~at.o ao4o to ao oubMq-t. w tllo rooa1p\ at tho 

oablo.- 117 tho ohiot MO-t.\ ot a print.o •\01'

prioo with wllloll 1o 1du1Ut1ad •• ot ~· l..al'pa\ •liM• 
toot.or1oa 1a ~· Uillwel ~~ u ....-.. 1a ~· 

P~ille dh1o1• at UIO\bor U.,. oiiMew t'M\W71 ~· 

ap8l'\ --..r ot a wll .._ -.!Uoll _._.U. -
too\U'iac ts. .. , a clirMt.or et • lMal • a • Q" - ••• • 

alaoot. -lllotw}¥ • iapol'\all\ o..w r \ - -V..\ol 

• apon w11o 11u IMI4 a aroat. deal t.a .. wt~ ..._ ...,., 
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et nssJtfee '"11 ter et ,,. ,_._, ~~ 

_. ~ •-.s!'erll' .t ._ .. '«at " 111 .t • •Un "' 

IIMTa •••rW JM• '"1 U.Vl.._ •a I• 

n ...... ~ .. '- "''..,. ••u ' 
... u ..... ..,, 01 tJ 51\ell W ns.lll S. ..... ..... 

•• ,.tiled ..,. ... u- ., • U.J, ... lliJJfl'd ....... . 

ae4 ~' ........ "'7 ., ... ~ J ....... "wt .. 
lewn•'· 

..... .,..,_ 

..... thl.J, ,_.., 

~-· ao ti'IUrtz IF 
~CI Ill 
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Aa..t- c-a.1aw, 
aL , ,..,. , .._.,.,.,, 

llu'ela 7. l.MO. 

·····- '· 
A~ Ula~ a\.ajlll ot ~· BJ"iUah &&Jim--~ Jlr4*W -.. 

u ... docldecS b7 \1M Gwa: -~ Ua\ pnpuoau-a l.-4 

t.o be • a aeale e-ln-~ riUl a nn.a1e~ 

priYa\e 1Ddma1.17 ... ll3capatll.o et -u.c U.. .. ene=lUer 

at Ula a1 '-'&\1~ •..,_lall7 1a ~· ~ ...s ea 

II1Jlo4 w ·~ Sa, aa4, ri~ •- nlaU'ft~ '" 1111' 

t.1a.1 80C111'1eau-, lU orf«iaal. p~ ... a.rrted .n. 

n.o • ... tor • • ao.r-• t.o brS. sm.. 

uln- --~ u- --- a-D U a~ tMWl •• 

n.- tac~oJ"iea ..,.. bail.~ .a4 oqalpped 117 ~· IJoiiW M 

U C&r:7 -~ apeei..tle operaU- ..s.r \M UneU.. ~ 

Tlloo Oiea'I'UUIU'I-B~ ~· ntr O~t ~\ la \e W7t 

.... '· 

• 6 , a •· ,_- : 1e, Ua7 eap1a7 ...s '"-' .. 
lallor, U.7 pr1 rw .. \..tala, aD\el" 1a\e c..uwcu ri\ll 

~~~ppu_.., tu WOJ"It ald.t'u, 4~• ap oa~ achec!plM, 

...s ltoe p -~--. 
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0 3' 

.,. lsew ' Ia tM ..a. u~LNe ., • _. 

~.-s..u, .. ,., .. I a•~u ...... - ...... 
'' p w' 1 _. ~Uf'ltlll ..._. Ml MWIIII • ~ tM 

a.tt'W I ...... t I .. ..... ftleN la M 

..-u- ettMr •t Jil"'ft'- a.. .... Ia .......... . 

.. ~ ., "' •- •• -.au• .. etMr ,..,., ... 

~· 
PW"I ' - --- ... , tM1r ... ,_ ..... . 

... _.. • UM JIQ .. u. _, .... ,, t.;1oalae, ..... , 

- ·-' at .... , t'M\ et..U ......... ftletl' ..... . 

~ •• ,._ .. ..u .... aU ..... ,...ueal ....... . 

.. -u.r .. - ..... -.. .. at,..._ .. "-
--.le7 et ;rtw\a ............. .,. .... velllfa ...,. 

...... lal ..... "'n.... et *• ...... et tM1r 

...... ,,.. ___ , ~ .... tt .. , ............. u. 

,.._ • lsew 'tw •u -u .. , \M\ 1 a• 1 U• 

1a .. 91• Ia .... - ... Ia .e.lell ,, ..u .. It" 
lip I let •1 I .-If"' a ;dM\e 1 a f• ft I W 

fM\cei DC$ N .... M 
2 

IN ., ,..... --· "-1 

.. ...._ ~ ••atw,. • ..,_, uw? '•• a..uu-. 
'!MJ _.. a', .. _. •• '·nt Ia ...u, \M-

•-• \M\ sws • Ia ;rtww ....... ,.. .... ,.., .,. 

_. ; t Ua • etYU. 11 uuu, ... • tM\ "-' t11a 

IUM et tMlr tu I Ia ............ .,__ ...... 

.. tM1r .. 7 ....... "-" .... ., .... . 

9 5 .. 7 7 

& -••• at t111a ss * l.ata 111a1.wr 1 1"11 

,..,,,), 
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- ractisal faaturt• • 

l!o local exceptions are known to what. appear a t.o 

be the general rule thAt. ahadow faat.oriaa are under the 

direction ot active in~uatrialiata familiar wlt.h and 

priva telY engaged 1n the kind ot wolit parto,_d 1n 

euch t actoriu . It. •Y or My not. be tbe c ... , 

however, that. ahadow tactor iea .. re peyaically near the 

plant.a operated privately by ahadow tact.ory compt.rollara, 

~t. t.he out.aet., at. leaat, the nucleoa ot workora 

and expert.& i n ahadow t actori ea waa ~rawn trom tlle 

pl~Jit.& privately operated by COIIpt.rollara. For elUU!Ipl e, 

it, upon appointAent. , • c0111pt.ro l1er hapnenad to be t he 

head ot a tirl!l aAnutact.urtng aut.o.abU.ea, he ai~t. han 

drawn trom t.hat. tin. labor, t'or-n, and engineer• to 

help at.att the a h adow f ac tory, but he woul d pay th-

tor eervicea rendered t.he shadow taat.ory out. ot tunda 

aupplhd by the Governaant.. However, e o H p&rat.e and 

diat..inct. 1a ahadow t aa t.ory organiut.ion trom buaineaaee 

priv3.t.ely opara t.ad by compt.rollara t.hnt. a c0111pt.roller 

ia n ot. permitted in any ~tngular way t.o obtain di~ct.ly 

trom a bua ineaa he privately operat.aa any neaeaaary 

auppliea or e quipment. tor shadow tact.ory uH, t.ha pro

c edure being i n auch cue the MM u t.he procedure wh.ich 

would be f ollowed it tlle auppliu and equi~eDt. ware 

obtained ti'OII •- other aource. s o .. ·ur, t here h n.o 

obJection wha tever to a pl 1111t privately operated by a 

ca.pt.roll ar turniehina a ahadow taat.or7 ha oont.rot. with 

s upplies and equipment ae long a• the regulAr procedure 

Thh procedure 1a t o r the ahadow factory 

to order euppl i ee and equipment. as it l t ftrt a private 

concern/ 
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It, tor 

inatanco, an Auotin obadow taato't'J noedo aD ADotlD 

ouweobilo, it oondo tho ADotiD llotor Co.peQ7, Liaited, 

the noc••MI'7 order aDd, at tho oppol"tuule u.., i'A¥• that 

co~~pen:r tor the auta.obUo with tunda wllich tho GoYerD

Mnt haa edVaiiCOd thO ahadow tactOJ'7• 

Tile ld't'ontaa .. which dorin tro. abedow Aotoriea 

being yory clo .. lT idantitied with pri'fate onterpriao 

&Dd being controlled by the - wbo operate tho latter 

OIIYioualT, howwer, 

there are po .. ible diaadvantaaoa, it not clclg-. Yat, 

tbua tar, at leaat, nothiDg ia mown t o II.,• treapired 

tending to porauade either the public or the Go't'~nt 

that aD &rr&DCOMnt irrfol't'ing tho identity in queaUon 

h not, in u. .. lt aDd an tho whole, a aathAet.o't'J one. 

Thor• are tbouo&Dda ot purolT pri'faw antorprta .. 

in tho tlnited 1:1Dad- whioh, u ouch, are oontribuUQI( 

to tho national ottort to pi'O't'ido ...,. aoocs., 'but, by 

and largo, tho oontractual rolaUonahip taetlrom tho .. 

en\Orpria .. &Dd tbo BriUoh ao...-ont h OOIIParablO with 

and aiailar to tho or4f.aaJ7 omtractual relati.W..ip 

botwoon '11117• &.lid oellor i n tho d-.auo o~ial 

tiold. Thia doM not -n, ho..,er, that tbo .atorpri .. a 

1D ouMUon do DOt ot their own accord or 1111dor ...,. 

MUU'M ain priority t.o oww ·nt oll'doN or that th07 

DOYOr in oao way or &Dotbor acoopt Go't'.--nt aid. 

Jut tbay "" 1n no oanae whatoYer obadow tactor iM, 

4oop1te the tact that thoro ati.ll e.xiata •- contuaion 
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b:twM•s ... st,. '"S· 

n. wjllhp••• ., Jl1'1ft\e -~ .... 

\Mlr a? lit U ~ ~ \M ._. U MWd... .... 

.. .,., \Mlr .-18'-1 wer \1M pe•DUU.r et \lilt lft"tl • 

_, 4epi"SYSIIC ~ et U.lr s.tepmtnn ...Uene 

1\Mlt Sa _, -.,e. ID , .. w• .. , tMb 

•"',..UU· ..... \MD .. \M "*' S.t1ft4 Sa 

..... u. ..... =-' att, ..,..,. r.nc • .,.n..su •• 
"' e?tU1a lM'p el'lleN r.r ._. Pl'l t I "'• ad 1\ h .n 

=• "....,. llltSYtesJ.• ...-s-u, -•w wi~ 
... -~ Mu\ .. , tale7 .............. Sa 

pre.....S., \Mlr n.-• llldap•dmJt liJ taJ'I7lwc m\ 

o.nr-\ -u.u Sa tM - .., tale\ \M7 •'"7 

"' prl'NU •••· 

.... ,..._ 
-4 10 ::! ...,. II) 

~ ,., .... 
>-~ 

-4 
A,. , 

" ""o 
.. ,, wlll- .. :a :0•;! . ... .. , ...... ... ~ a>O.: .... :;] 

(".1.'-'' -<v 
~t; ... 

~ 
'0~ -· ~ ---.- -0~ ... 0 "" ...... a "' ... -< 
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248 
TREASURY DEPARTMENT 

PAOCUREMENT DIVIIIOH 

;wa 
WASHINGTON 

April 8, 1940 

IIIIKlRU1lOII POR 'I'HB SICRITARf 

G-.nl ar.tt, · oo-ai'Od by llajor I,Joma, O&lle<l llpoD .. thio 100rai.zl« ooaoorai.z!« 
tb polle7 e>-.riJI& tbe rel-..o aDd prodvction or reotriote<l plan•• • Briotl)-, ho 
.u....s dlat - ... U.. polloy p.reeODt4 bo1.Df; pvroue<l tho 1.nrJ had del&ye<l d ... 
U n ri• or p.tu- I.Jl order dlat oorllor doU YOrioo a1¢ bo -d• to tho .Ulloo. 
l!o apoci.t'lO&lly aake<l the - to u.. rollowiJ>s throe poi.Jltot 

A - Sboolld tho p .... oort procodnro ha ooatiDue<l ooaoorai.z!« dolinrioo 
to tho AlllMf 

II - Sboolld etepo bo tekoa to aooolorato doliYOr ieo to tho .Ulioot 

C - SbGoald etepo ha token to aooelorato doliYOrioo t o tho An11f Air Corpof 

TU&o t ltrwe poi.Jlto a,ppoor to ha ... b.., raioe<l ao a reolllt ot tho 1Doidoato I.Jl 
!nropo loot ~. 'l'o - it appoaro tht.t tho &nO'ftr to 8 11 oae ot polioy wh1oh 
wlll hf.TO to be dotendD.odo 

Ill ad41t1•., U _..... to - dlat thoro will oooaor or later be raioe<l tho qu• U• 
ot tAo oto.1ot.o or ooatreoto reooort~ -d• I.Jl th1o oOilDtl')' 1>7 Swed• aDd lo~. 
'l'h .... 1o o.ttoGbod IMreto a -....- ooaoora!Ds thMo, bue<l OD I.Jlro~ti< .. ob
to1De<l ,..._ Npl"ea-tiYOO or -OD aDd lo~, U W ll U -=taot\lrera with -til.,---·-· 

• 
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TREASURY DEPARTMENT 
~DIV1810H 

WASHINGTOH 

Apr11 e. 18tO 

IIDIORAJIQI POi fill 81CIIftAJ!l' 

249 

Thor• h ,h . ., bel"" • etat- •-....US ooatroone reo..tl;r •-l...Se4 1a 
thie oCNntr)' '117 reopree..tetiY .. of sw...s., u4 lo!'WT wbioh 1o oelt-aplueto.,.. 

A1rplane1 1 BDpllN A: AcONIOriel 
Bqu1~t 
A..unit1oao 
Toluol 
llator s ... ol 
Ge.o Jl&olao 

sw...s .. 

8, 8641,000 
lleo,au 
ue,eoo 

BT, eoo 
18T, eoo 
ITO 000 
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April 9 , 1940 

I called Assistant Secretary Louis Johnson about a 
quarter to seven. I opened the conversation by saying 
to him that in view of the fact that the Allies were coming 
to my office at 10 : 15 tomorrow morning could he drop i n 
and see me. Be sai d he was having a mooti ng 1n his offi ce 
at 8 o ' clock tomorrow morning at which time he hoped to get 
the Whole thing straightened out and could he come to my 
offi ce at 9:30 . I said I would be delighted to see him at 
that time. 

250 

I told h1m that Kr. Purvis was coming to my offi ce at 
10:15 tomorrow and wer e they r eady to let the Allies have 
What they wanted, Be said, •no•. Be said he was having all 
ki nds of trouble with Woodring ; that he bad not yet been able 
to get Woodring to agree to release the Ge.neral Electric 
supercharger. Be seid he had been misled by the Air Corps 
in r egard to the supercharger and that, after great diffi culty, 
he had secured a letter from the General Electric which stated 
tha t if this supercharger got into the possession of an enemy 
i t would t ake them at least two years to reproduce it. There
fore, he (Johnson) saw no reason why we shouldn ' t release i t . 
I asked him if there were any other troubles and he said yes , 
t ha t Woodring wanted to get out a five P88e letter as to pro
cedure and he (Johnson) thought this was all damn nonsense. 

Johnson said that be expected to go down and see the 
Pr esident when he came 1n on the train and, while he bad never 
done anything to undermine his superior (Ba Ba Ba), did I 
t h ink he should tell the President about his difficulti es. 

I told h1m t hat when the President gave me a job to do 
i f anybody put any obstacles 1n ~ way I told the President 
a bout it. 

Johnson said, •Well you ar e putting me on the spot• and 
I said, No, I am just trying to find out where we~~~d and I 
should think by now you know that I am simply car~ out the 
President ' s wishes•. So he said that was what he was trying 
to do , 
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Yea e1r. 

Have :rou got your dope' 
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.f.!)r11 9, l<)llo. 
12:12 p .a. 

Yell nov, I baven• t 1t up to the moment. The e1tuat1on 
1e th1s, I 1 ve put eo much heat on those !)eople over 
there th1e morning , 1 t tan• t even funn.)'. Thoee two 
p1eoes of paper that I epoke of th1e morn1ng are 1n 
Lou1e Johnson' s off1ce and as late as se'fen !!llmJtea 
ago Vh)' I talked vtth Colonel R1nee of the Clearance 
Comn1 ttee and Colonel Burne 18 personally dovn there 
1n Johnson's off1oe nov trr1ng to vrenoh theee p1ecea 
of paper loose . 

Oh l 

And George Brett, General Brett 18 go1ng to nall • · 
He also has gone up there and I ' m expeet1ng to hear 
from hlm momentar1ly &nd the moment I get any vord 
from h1m I'll let :rou knov. Nov 1f Johnson has got 
to go to lunch and let them go Vhy ve m1gbt han to 
put some - ha&t eomeVhere elee on hlm. 

Yea. 

That• e the var 1 t stand a r1ght nov. 

Well, 1f :rou could let me knov afte.r tvo o • clock 
1t'll be t1me enough. 

Are are e1r, I 1 'fe got tvo aeaorandu:u f or :rou. 

On th1•' 

Ro, on another matter that Brett d1acueeed th1e 
moml.ng, and ver7 brlefl)' thla 1e, he br1nge UP three 
polnta. 

Yes. 
Whether the)' are to oontlnue the present aohedula 
Vh1oh of course ae :rou remember, permitted delays 1n 
their prograa Whether the)' ahould take any action 
to expedite the deli'fer1ea to the J.ll1ea or Whether, 
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ill new of What happened lut night, t here ebould 
be a new policy detel"llined ae to Whether li&J'be 
Arnold ought not t o bui ld up h1e ovn a1r t oroe in 
a hur!'y, and be lett thoee t h 1nge wttb 1118, ea1d 
tboee are 11attere that ccncern t o Arnold thU 
80rn1ng. Re told se they had a diecuesion there 
tor some hour and a hal t. 

Well, I th1nlt nobody oan an ever that but the Pre81dent . 

That'• right. 

But I know tlbat the anever v111 be. 

Yes . 

I aean I 1s eure t he anever wUl be to let the All1ee 
han What we sa1d we were going to haTe, I wouldn ' t 
change it one b1t. 

In other words maintain a etatue qua on that . 

I - I wouldn't change the progrem one b1t. 

Yes. 

Hell , we haTen• t eTen gone through w1 t h that. 

That • e perfectly true . 

My antnrer would be juet to l e t the thing go through 
ae 1e. !low, 1t t he Preeident v ante to accelerate 
1t, that ' s something elee, but I - 1f tor instance, 
u I understand now, t he Ourtu P-lio, the Aray hal 
t1Te hundred odd on order. 

riTe thirty t our. 

They were go i ng to take two hundred theaselvee, giTB 
the reet to the English. 

i'hat ' e r1gbt, three thirt:r-tour. 

Well, I don't think they ought t o do any more than 
that. 

Yes. Well, then ot couree oomee the P- 46 into 1t, t oo. 

Well-
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Which i s under diaouaUon. 

That's good. I don't know what capacity the Curtis 
plant i s, I mean - did they expand any with French 
moneTt 

~53 

Yes 1ndsed. Well you didn't see the t plant did you? 
No, there's a fore1gn extene1on on there, on the 
north e1de of that nlant Where the tore1gn shi ps are 
being built. • 

I see. Well this may intt rest ~ou, you may know. 
I had a very nice talk with Bob Hinckley this morning, 
Who ' s Just back rro~ the West coast. 

Yea air. 

And be saw Douglas, and Douglas told b1m that if be 
gets this order, he's going to divide it up, I mean 
the order that he gets between Bowtagand -

Yea, that•a 

That's What Douglas thought When Bob was out there, 
but in the meantime Why the Army exercised their 
option on theBov1ng• and in the meantime the Engl1eh 
have become interes t ed 1n the B-24 which 18 a fleet -
the root fleet consolidated bomber. 

I aee. Is that two eng1ne or ·rour enginet 

Four engine. 

I see. 

And I 1 ve Just - I've been driven frantic by these 
manufacturers this morning because they ' re Just at a -
they're at a stop gap. 

Vell are they - have you - are they up to the po1nt 
that they're waiting on the ArmTP 

Practically. Practically up to that po1nt. Row I 
would suggest that ve let tbia ride 'til tvo, beoauae 
maybe by that time I've had Brett and I've bad Hines 
and Burne ie working on him, and I've been on top 
ot KoKorland. 

Where t.be bell 18 Woodring! 

Regraded Uclassified



C: 

H.X.Jr: 

C: 

!I.Y. Jr: 

C: 

H.V..Jr: 

C: 

H. J.f . Jr: 

0: 

H.M.Jr: 

C: 

H.Y..Jr: 

0: 

H.M.Jr: 

0: 

- 4 -
254 

Oh I don't know eir. 

Re•e out or town. 

I don't e•en know Whether he'• in Waehington, but he 
ien•t riguring in thie at all. Thie ie a - thil Whole 
argument now ie evingin~ around in legal etatue or 
two piecee or paper Which were eimplr inrormal 
memoranda leading up to the execution or a change 
order Which or oouree ie another oontraot. 

Well mr own horeebeok opinion il to let the prograa 
go through ae 11 and get the damned thing etarted. 

That' a What I thinlt. And or couree - nov val t a 
minute - thie, thoee th.ree pointe I ga•e rou are lap 
Arnold•e idea, that dceen•t come out or the War . 
Department 
Incidentallr he'• been taken out o r circulation on 
thie roreign deal. 

Rae het 

Pract1oallr, becauee Brett 11 htlndling the Whole 
thing. 

Row 414 that happent 

I don't know but Brett told me thU morning that 
he'e coneulting vith them and Rap ie in the poeition 
or consultant nov but that• a 1'0r7 compliMentary. 

Well I told the Preeident twice that I got vcndertul 
cooperation tro~ stett. 

'!'hat' e right. 

I told b1m that two dirrerent timee. 

Row in that connection, I epoke to him aleo about 
going out. He Mid he bad planned a trip to the 
Weet ooaet bu.t 1t rou d .. ire to go about the 16th, 
17th or ll!lth, he'd be nry happJ to change hie plane 
and go along with rou. 

Vall, that 1e ratrlr dertn1te nov. 

ror the ll!lth. 
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No, I ' ll tell you in a minute. 

All right. 

The lgth 1a a Thursday. 

Yes. 

And I would plan, or oourae, thi s i s only 1t the 
President goes eway. 

Yea. 

If the President stays here I von•t, but if the 
President should go to W&rn Springe as he planned 
on the lgth, that I ' d like to ~ to Indianapolis 
on the 19th. 

I see. Well I ' ll tell him that. 

Bee , But it 1an •t i mportant enough tor h1m to 
postpone h1s tr1p. 

25!> 

He said he'd be very happy to do 1t because he ' d love 
to be th~re when you're in hie territory out there. 
Tha t day partioul8rlr. And he'd be very happy, he 
ea1d, to postpone his trip for a few days . He waa 
~oin~ to the coast and it mi~t be just as well to 
keep him h~re until we ~et th is thing tied U.P tight an:rho'" 
I told him that thi s morning. 

I'd be going on the 19th. 

Well I ' ll tell him that , and he can make his plana. 

That'd be - I'd leave in the morn1n~. 

Yea Sir. 

Thank you. I' ll hear f rom you after two. 

Aye aye a1r, I' ll phone you then. 
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Rallo. 

Captain Colline. 

Rallo. 

Oo ahead. 

Rallo. 

Mr. SeoretarJ' 

Ye~. 

April 9, 19l!o. 
2 :1!1 p.m. 

That aatt er l a euppoeed to be O.X' d by Louie and 
be all waebed up by three p.a. , ln Brett's banda. 

Yea. 
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So I gueaa we•re ott to a fa ir atart on it, and I'm 
right behind h1m, be•e to phone me the moment that 
lt ie received by him and if he doeen•t get it by 
three, then I'll ge t in touob With you. 

If be doean•t .get 1t. 

If be doean•t get 1t by three. 

Did you talk to PurYla todaY' 

llo sir, I have not. 

Do you know When be' a ooalfiS' 

Oh, I talked wttb him laet nlght. 

Yea. 

For te~-flfteen tomorrow. 

What' • than 

!en-fifteen tomorrow. 

Well I want to talk to him, bUt I'm goi ng to talk 
to hla then. o.x. 
All rlgbt. Row I aent you two me110e , because I dldn ' t 
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ltnov I'd be Ued up here. 

Ri!!bt. 

One ot them wae the one I read, the other vae con
cerned v1th the ordere with Sweden and Denmark. 

o.x. 
Sweden and Rorvay. 

'!'bank you. 

You ' re welcome air . 

Rallo. 

Yea sir. 

Vhat•a doing in Sweden and Korvay1 
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Vell I Just ahowed what contract& they had made here. 

I see. 

Juet tor information only, that•e the beat intorrnat1on 
I have on it. Ot oouree I don't know what they did -
they'd done outside or our Kieeion here. 

'!'hank you. · 

You're welcome air. 
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April 9 , 1911<>. 
2:51p.m. 

Hello. 

Mr. l'uM-18 • 

Hello. 

Go ahee.d. 

Good afternoon, Mr. Beoretar7. 

How are 70U' 

VerT well thank 1QU, Have 70u had a good hol1da7' 

Yee I have. 

I waa ver7 gla.d to hear that. 

Xr. PurYte, the reaaon I'm calli ng i a, I thought I 
would tell TOU a tew ot the things that I had in alnd. 

Yea. 

Vhioh 70u might be prepared to answer tomorrow. 

Yea. 

Now What I ' m princ1pall7 interested in 1e to know 
how tar along 70U are with one or an7 ot the 
manutaoturera ot planea or engine• up to the point 
ot signing the oontract, 70u see' 

I will come poeted wlth that and I lllgbt 
ln thla W&T that I - we are a Uttle, we ar. genul.nelT 
anxious and a little worried and delighted that 70u 
are back i .n order to keep soaething on the rail tbat 
we lU•t have a U ttle reeling algbt be geUing ott 
the rail. I thlnk I can explain that to better 
a4 ftD tage to.-orrow. 

Vall-

When I can get a tev ainutaa with 70U part1oularl7. 

Ye e. Vall What I aa wondering U this, ar. 70U up 
to tha point or algninf• ar. 70U val tlng on the 
War Departaent or aren t 70U read7 7et' 

At everT point we are aw&1Ung action on ralauea 1n 
oonneoUon vlth thoae thlnge. Ve are 1n the period 
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ot rea1 delay. We•Te moTed up on eTerything that 
we oan moTe up. We haTe eent l etters ot commitment 
to Curtie-Wright tor en~inee, to Gen~ral Motors tor 
engines and are now, I think, in the closing etagee 
ot a similar letter or commitment. I'm a~eaking 
about oa~ital expanaion thinge to the - Pratt and 
Whitney, with the idea that we pledge oureelvea to 
pay them certain eume WhateTer happens to the 
program, in order to get progreee. Those le t ters 
have been signed to Curtie-Wright and to Allison 
Motors. 

Well that i8 both tor motore. 

Yea. Now the t is only engines. On the pla.ne s , our -

May I interrup t pleaeet 

What I wanted to talk t o you about. 

May I interrupt a momentt 

Yea. 

Please. Well , in connection with Ourti8-Wright 
and Allison, are you waiting on the War Department 
for anything on that? 

We don't haTe to there, eo we've gone right ahead. 
There i8 nothing in t hat Which reouiree War Department 
action. 

Right. Now, I mean, so in t hat caae you're not 
waiting on the War Department. 

We are in regard to our plane negotiation8. 

So. 

We are finding a reluctance on the part or manufacturer• 
to talk vith ue and we of course are absolutely wi thout 
knowledge ae to what the War Department wants in the 
matter. They are only communicating with industrial 
companies as to their wiehee. We are, therefore, only 
hearing in regard to their wishee, through a third 
party which makee it extremely dirficu1t and which 
hae brought us into the e1tuat1on or concrete delaye 
in the last taw days. 

Only the last tew days . 
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Yell I think the laat veek. 

Well., nov, could )'Ou do thU tor me , When you come 
down give me a summary on vhat you propose to do vith 
each or the engine people. 

Yea. 

I mean a piece or paper on Alli son , one on Curtis-Wrigh t 
and a separate piece or paper on Pratt and Whi t ney. 

Yea. 

And if you could give me a piece or paper saying, 
•Wel l nov, ve vant t o buy eo many planes rrom such and 
such a coapany o f such and euch a type.• 

Yea. 

You eeef 

Yea. 

And ve are prepared t o buy eo many planes made by 
•x•sanuracturere and eo~ebody but - I mean, in other 
verde, get it dovn eo I knov where it is, so that 
I could, if necessary, take 1t from that point. 

Yea. 

You see' 

There vil l be only one minor difficulty and that 11 
that in connection vlth the program ve,are certain 
~eetione ae to proporti on or types vill depend upon 
what can be done vith individual manufacturers , and 
ve have been, ae I say, va can't ge t t o grlpe vith 
them untll ve knov a l lttla more , untll the War 
Depar~ent declare their hand a little more definitely. 
But I v111 do my beet along that line to give you 
everything ve can give it ae or this date. 

Wel.l, let me aak )'OU thie. Would it be helpful at 
the ta.lk if somebody r rom the War Department vas 
present or not! 

I think it might be very helpful.. 

BUhhuh. 
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It •e really a question as to whether lt sight also 
be helptu1 to have Self and Pleven there. 

Well Vhy don• t we do t h1e. I think it would be good 
to have Self and Pleven. 

Yea. 

We could meet in the morning. 

Yea. 

You tel l me Vhat your story !a. 

Yea. 

And atter I eee i t let me give you ~ best diagnoaie 
ot how to go torva.rd. 

Exactly. 

See? 

I think that woul~ be extremely helpful because re•lly 
we •re looking to guidance trom you, and as I say, are 
really worried t or the time ·being. 

What about 

Joaquin is, well he ' s Just been working along with 
them. Would you like him to come along? 

I mean -

Would you leave that to our Judgment' 

Entirely. 

Exactly. 

Now another question. When you come down tomorrow, 
will you be prepared. You remember when you spoke 
to me at Sea Islan~ you laid that you'd be hearing 
as to the different typee. 

Yee. 

Which you sight want, due to the fact ot new developments 
during the laet three or tour weeks of fighting. 
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Yea. 

Have you received that information. 

We have 1n general the distribution that they would 
like eubjeot to the usual negot1at1ona. We will 
have information of that regard when we get there . 

I see. Well then with that on hand I'll lil,ea to your 
story and then after I hear it, I ' ll give you the 
beet advice that I have. 

Thank you ever ao much. We really need it. 

And I- I don't look, personally if I know What you 
want. 

Yea. 

I don't look tor any trouble. 

No. 

But you people will have to tell me what you want. 

Yea. Our difficulty, aa I aee,in the main, at the 
minute is that we read in the papers t hat t he Army had 
certain things in mind in regard to thia matter. They 
are not t elling us what they have 1n their mind, they 
are telling manufac turers. We are gett1qg t he usual 
varied and rather disquieting reaction that you get 
when you're dealing through third parttea on a policy 
which 1n a way I think, ve would, we had hoped to 
get from them direct. I mean it we know What they 
want 1t1 s much eaeier for us to formulate our viewe 
than hearing different vereione of it with so•e rather 
highly colored details trom different people. 

Well I think 1t1 a a little bit also What you people 
want to really buy. 

Pardont 

Vh.at you really want to purohaae. 

Well that we know. 

You do. 
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Yea ve do. I mean etnee I apolt~ v 1 th you we reeel .... d 
a :Ust of What v e would llke to bu7 ae an ldeal but 
natural ly lt one ~Sanufaoturer, tor 1ns ta:!ce, 1n 
actual ne~t1at1ons, ¥h1oh we haven't been able to have 
because or thla dlttloulty, but if ve find that there 
.!ra s""'e restriet1on8 on Vhst be can do in such and 
such a line. Ve can ohan~e a pr o .. ,..,..,. lt it 1s fluid 
to the extent thnt we eon chan~ lt betve~n types to 
so~e extent in order to take care or the aaxi.ua 
output oapae1t7 des1rabil1t7 or handling thin3s . !hat 
18 reall y the polnt. We know What ve would lUe to 
g'et. 

But Col :Una hasn• t been able to cret to you ~.at U:e 
Var Depertnent l e wH11n .. t o N lease. 

And he has not been able to ~1ve us any or!1ei al 
release a nd be ~a not be~n abl~ to ec~aint ua 
directly W1 th Vbat t he Aray reel1.7 have 1n t he bee~ 
ot their !Unds. Ye have t'.ftd to rely upon press 
notices, notices ln the press . And vba t ve ree l 
is that t he l e tter he did wrlte us vas rather 
obviously a letter, I r~ean t his 18 spe&kl..ng rather 
between you and me , but it vas rather obYiously & 
letter that had been written ror him to si~ and 
we could.n •t, it didn't ge t ue vrr7 rar . I asked 
him whether, when we received that l e tter, it ~eant 
tha t ve were free to go ahead or whether ve still 
bad to vait for offi cial state~ents tron h12 and 
be said, "You still have to wait•. 

I see. Vell, I hope that to~orrov ve can clean it 
up because i t 1 a been dragging alons; I!IUc'!l too long. 

Yea, and tranltl7, I think that tor that Ter"J reaaoo, 
our people are gettin~ a l ittle nervous especially 
in Tiev or develo~enta vhlch really nake ~t 
action more t'!lan ever nseeaaarr. 

Yell that's What it aee~s to ne to be the case. 

Yea. Vall now we reel in?wa:r, I can 1 t tell ,-ou, there 
was a r eeling or definite relief yeaterda7, when we 
knew :rou were beck. 

'!'bank ,-ou. 

It • s a reeling that the gu1d1ng hand v1ll be there 
agaJ.n. It really meant eomething to Se1f, Pleven 
and •yee1t. 
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LUten, Jobnaon dldn• t get back tb1B afternoon 
and that ' 1 to be 11gned tomorrow morning. 

Ob. He did not get baoltt 

Jllo. Be • • on eoae oonterenoe preaU11abl7 all da7 
and tbe7 didn' t expect b1a baolt. 

I aee. 

So I -- I bad that ollolt about three-tbirt)' and I 
told Brett Wh7 there na nothing 110re he oou1d do 
about lt and nothing 1110re &n)'One could do . 

Yeah. 

So these people that represented the manufac turer• 
are ataylng in t own over night. 

Vb7 can ' t be clear that' 

Oh, I don•t know, air. To me it•e all a IB)'Ster)'. 
It doesn't amount to anything one va7 or the other 
and I tb1n1t to.-orrow 1t -- 1f he doeen•t aign it 
b7 n1ne-th1rt)' I ' m going to glve )'OU a ltlok and 
let'• aee if 70u can't put eome •••..•• 

Do jou a~poee he '• veit1ng to aee the Preeident 
tonight' 

Be mlght be at that . 

VbaU 

He • • been ruMlng ava)' all da7 today . 

I -- )'Ou know, the Preeldent pte 1a at eight. 

Yea, ai r. 

I tb1nk ~t he U7 be n1tlnr;. 

~t ldght be u. 
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R.M.Jr: 

C: 

R.!!. Jr: 

C: 

R.Y. Jr: 

C: 

R.Y. . Jr: 

C: 
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C: 

R.K.Jr: 

C: 

C: 
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Well, wha t baa he t ol d bla Mnt 

Who , hat 

Yea. 

Vall , he didn't tell thea anything . '!'hey don't 
e"'en know where he le. '!'hey Bald he went out on 
a oonterence t h U morning and apparently t hla 
8Uet be rather lllportant. The7 didn't eJ<pect 
hia baclt t hU at'tarnoon. 

I wonder if I lbould call hla up or no n 
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I don't think I ' d &o 1t, e1r. It'e too late now. 
It•e at'ter f our o ' oloclt , you aee, and unt1lhllt 
paet nlne ia a ehort u .. e and theae boTS han got 
t o etay 1n town an:rhow now. 

Well , Wby doee -- Wbat are they waiting tor'f 

Vall, the7 want to -- they want to e1gn theaa 
eign t hese two agreement• eo they oan get o"'er 
and talk and actually tallt tarme, with the Br1t1eh 
and the Frenoh. 

I eae. '!'hey ha"'e to atgn -- he baa to Bign vhatt 

He hae to appron, or he 11 holding up tor appro
,.). on hla own part t heee two 11eaorandmae I llpOII:e 
of th1a 11orn1ng. 

Yeah. Gi rtng the UDufacturer• peraleslont 

Vall, g1rtng thea pera1ulon t o actually negotiate, 
711, air. It tan • t g1"'1ng thea peralealon. In 
t boae they agree to -- f1ret or all to negotiate 
tor a chlul«ed order and then they agJ"ae to aooept 
a changed order after negot1at1on and bring tha 
oontract 1.n, 70U aee, before they finally executa 
it. 

I aee. 

It doean•t -- it doean•t aaount to a great deal 
e:mept we•n loet eo darn aucb tlM with 1t. 
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H. M.Jr: 

0: 

H.ll.. Jr: 

0: 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

• 
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I •••· Vall, I th1nk ~Jbe he'• wa1t1ng to eee 
the Pree14ent ton1gbt. 

Well, that -- that mlSht be lt. 

He alwaye goea down to the tratn. 

Yea, e1r. 

I t!Unlt I'll walt u.nt11 1n the 110rnlng. 

Aye, are, alr. Well then I'll be ln touoh w1th 
rou b7 phone before I oo11e o•er 1n the eomlng 
because I ' • go1ng to get bot on 1:h.etr neclte toiiiOr
row morning early • 

.Ul r1gtlt. 

All r1gbt, e1r. Goodb7e. 
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GROUP lmE'riiiG 
(Disouaa ion confined to 
European e1tuat1on) 

April 9, 1940. 
9 a00 a.m. 

Present a 

H. II.Jra 

R.ll.Jrt 

Harriet 

Mr. Foley 
llr. White 
llr. Gravee 
Mr. Harris 
Mr. Sullivan 
Mr. Caston 
llr. Cotton 
llr. Thompson 
Mr. Schwarz 
llr. Co chr&n 
llr. Haas 
Mr. ca1rna 
captain Puleaton 
llra . Klotz 

Just tor the record, at 7t:W I tallced to 
Sumner Yiellea . I lett word when he woke 
up to cell me and be said he talked to the 
President last night and at that time they 
were figuring on tr;yins to keep a channel 
open for our steamers to go through to 
Scandinavia, but that or course the eituation 
had changed entirely as of th1a morning. I 
then asked him that wha t ever they - I pointed 
out to him that this question, once they 
decided what was combat - I don't know what 
tho legal term 1a, but Hunti ngton can tell 
ua. 

Co.,_t zone. 

And would be please band it to .,. direct, 
and be said be would. '!'hen I got Baail 
Harris at 25 minut .. ot 8 t00 and asked h 1a 
to find out whether th.ere were ~ s t-ra 
sailing today tor Scandinavia, with the idea 
ot holding them up. Now, 'What have you been 
able to do about iU 

Well , we have sent wires to every port that 
might poasibl7 have a boat. At that hour 
it was a little difficult to get an7 1ntoraa
tion, but I can ' t t1nd that there is ..,.,. 
boat scheduled to sail be tore 'l'bursda7. 
Naturally, we wUl bold it up and we have 
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B. ll..lr: 

Foley: 

B.M.Jr: 

Ca1=a: 

B.ll • .lr: 

Calma: 

C&1rn.e: 

H. l!. Jr: 

C&1ma: 

B.li.Jr: 
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got p1enq or tt.. on 1t, bat I w1ll. haYe rrq 
-..era 1D ,_ tt. poJ"ta 1D • .,...,. r- Jd.Jmtea 
-· but I doo

1 t th1llk there 1a au~ 
achedu1ed to -.J.1 1D tt. DeXt 48 boura. 

l'ow • I - a1ao tr,1.Dg to t1Dd out 'llbat Jl1Sl t 
haft ea11e4 an Saturda7. I don ' t 1rnow wbet2ler 
pert.pe JOU algbt want to reca.l.l. any ah1p b7 
w1re1e••· 

You don't mDI1 1t I au Bxmt1llgtcm, do JOUf 

Certa1Dly not. 

Bxmt1rlgton, d1d we do that 1D Sep-.rf 

Ro , the Act ecc talned. an exception t or ..,,. 
boat. t.bat bad ~7 aa1.1ed.. 

)(ean'ng t2la t -

'!'hey conl.d ecctlm». 

Well now, Buntlngtcn, what eae 1e t2lere t.bat 
we can do =t11 t.ha State Depart.ent adrl"ea ... , 
I think tbet 1e the wbo1e eto17. 

Because Jlr ... llee ea1d he bad talked. with t.t. 
Jlu>lU.. cn-1uJ.on and 1t la not "P to tbe 
.. rl.U... ec-1 .. 1GD. 

'Jhe prlndpol ltaa woal.4 be tt. ccabat scme, 
11!dch I suppose th.,. will redet1-. 

U lt 1a correct t.bat - I -en•t -u 1eet 
n.lgbt eo I ... up a ll n1£)lt ~:1 and I lla
teDed to t he ....Uo. I didn ' t get to bed all 
n1ght. 'lbere 1e no qaeat1on, a e oorotlq to t.ba 
radl.o, that ~"'• wbo to.. a """'"sgreaa1on 
pact with Oe~ baa beeD tal<- onr b7 Oer
.-q, but 1t 1 .. t c1euo eat to.. bap~ 1D 
5o~. axee;>t 1t •- aa ~ l'o.-,. 
declared war on Ge~• lNt 1t lan•t clear, 
t.ha ~·• ata~ta aren't e1eU'. I haft 
lle&zod botb UD1ted '" .. aD4 ..... e1eted '"··· 

(:6 
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l'!. X.J'rz 

ournaz 

B. M. Jr: 

B. lf . J'r: 

l'!.II. J'r: 

O.aton: 

B. lt. Jr: 

Ca1.rna: 

ii. K. Jr: 

C&lm.a : 

Barrie: 

OL1rna: 

- ~-

'%here w1ll !:aYe to t.. a aor1ea oL Prea1dent1.al. 
pi'OC~t1caa ~cb- rill c m1cate to 
Coat-· orneea .. - aa the)' ere la..cl. 

1ibo dNlf& those 'QPT 

In Sept-.ber tbe7 _,.. drawn 'QP by ~1111r7• 
State. J'aatlce, 'la"l' aDd ca::aeree. 

!hare Ia a ~tteeT 

Yea. 

Bee4ecl by *'»! 

Bor:le. '%ho _.. proca..t1ona rill be q,dte 
ablp:le. 

It lfo~ h.aa decl.&rod war on Ge~, then 
Bersen 1a out, t.n• t 1tT 

llben 1re get a proca..t1on. 
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llo, bat I ......, tra= t h o s tandpoint reccor.en4atlo n , 
-:; poalt1o:n, 1r azqbod:r a&la - · 

A.aka you -

Tell, wbat do I th1nlc! 

Oh • I aboul.d certa1nl,:r think eo. -.:be teat la 
dulger. I a tbere &1Q' ~r there! ·It ae-
7<JU ha'ft got to ~)" 708• 

'%ha t ade;ht ha'I'O been true tbe 11108811t the 
tlolda 1rere a..-n. 

'%he teat beretorore baa been a co-tr:r at -... 
lie baYe -~t1cal.17 inol...Sed rithl.D the .,.._t 
aQDOa all the ~ or the -trlea at ..... eo 
I auppoae to:u-blg tbe Prea1d81lt 1a -

hl.l.. not ~~l;J, t..cauae 1re loft tbe Soatb 
Coast ot Praaoe Opazl t..oanM - ~t there 
wa.a DO -~• Boats p1Dg to Jlarselllea, to:r 
ezweopla. ~ .,.._t aoae iioee not axte%ld into 

the llecll~· 
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White I 

Cairn& I 

Ca1rn4 1 

l!.lf • .Trl 

Ca1maa 

Puleaton1 

Pules ton a 

n.u • .rra 

Gaatona 

Puloatona 

White a 

H.lf • .Jra 

White a 

• 

- ' -
Wbo baa deterained Whether there ia danger or 
notT 

We took the advice of the Navy in September. 

Who did the deciaion reet with! 

'!be State Departlllent and Treasu1"7. At laaat, 
the 'l'raasuey didn1 t make the dec1a1on, we parti
ci pated in 1t. It 1a reall7 the reeponei billtJ 
ot the State Department. 

Well, does ~bodJ know whether the port of 
Bergen 1a mined, outaide of Bergen! 

I oouldn't tall trom the New York papare. 

No, eir, I don't think that waa. 

Have you got that map showing the area or the 
war zone! 

Yea , I have got tbat down in ~ office. 

Send for it, will JOUf 

I understand Bergen 1e actuall7 occupied bJ the 
Ge~. 

Bergen ia occupi ed, accor4.1ng to the paper. 

We are haTing prepared a memorandum on the con
aequencea of the invasion of Norwa7 on the 
tlrdted States and theJ are veey illlportant con
aaquencea on ua . 

On our eoonCDic situation here. It will ehift 
a lot of the aouroea of 1lllporta of goode - Great 
Britain will bava to turn 1n large part to ua . 
J orwa7 baa bean ••17 s..portant and tbat baa 
OQD.Bequenc .. 1n England'• a~nt prograa that 
will atfeot ua ••l"J direotl7 and the indirect 
defenaa in the Balll:ana, and ao on. 'lbere are 
a Wbole cba1n of olrCNMtancea. It will be 
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H, l.l • • rr r 

White : 

H. M. Jr r 

Hnr r i a : 

H. li . Jr: 

Hnrria: 

Vlhite : 

Harris: 

Cotton: 

Gnato n : 

H. •c. J r : 

Cnirna r 

R, loi , J rl 

Calmar 

- 5 -

r eady 1n about two houra , but 1 think t hey are 
very important. 

But that --

Oh no , no r esponsibility. 

Well , I ""' j ust trytns t o get - the first thing 
waa ~hether any ships were sailing. 

I think you have got a 1\lrth er probl=. 

Go a head , Baall. 

If , aa s001ebody saye , Bergen 1a occU;~1ed, then 
you have got to f1nc1 &nJ ahipa that are well 
on the way and d1 vert t hem. They can 1 t T&lk 
right 1n to Bergen if aha 1a occupied b}" Ge nll&.lly. 

Did you find ou t why the ahip t urned aroundt 

No, I have sent a wi.re t o tha t one. That was 
on t he West Coast. 

Won ' t the British atop all t he ships going to 
Scandinavia? 

The general oanager announced that they &ot word 
of the seizure o f t h ese other ahips , the ~yakov
s)Q' and t he other one, and they decided they 
wouldn' t take a chance and he ordered t;:e shi p 
home . 

Am I not correct that our reapon.s1b1llt1 , the 
Treasury proper - doesn ' t our respona1b1llt,. 
cease once we g ive a clearance of papers t o 
a ehip and she sails f Tie don 1 t have any re
sponsibility once a ship under the American 
f lag goes on the high seas . ~ould that be the 
A!ari time ComoissionT 

It would be Com:nerce. We don't give clearance. 
Commerce gives that. 

Don • t we act oo t ha tT 

No, our Collecton act for them. 
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H. a!. Jra 

Ca1rnS I 

?.. tl . J r : 

Cairns: 

E . ~.Jr: 

Ca1:'f\8 : 

i!&rr1a : 

3 . !f.. J r t 

Sa.rr1a: 

Gaston: 

B. t:. Jr : 

Calma: 

!I. W • .Trl 

FolOJI 

Cotton I 

- 5 -

Yea. but you tltnc-a a cted U'Qmd here a.s 
though :rou were ""'='nc; tbe aboor. 

W1 th Co=eree. 3'0'0 a oe. 

You ee rtablT <;a•e,. tbe ~aa10!l you we:re 
acti!lg. ~t : ~. acee - an.rtrer ::r qae.st!oD. 
Once the a!1.lp J::a,a l.et't tote s: ... Yorl< har.lor ~ 
1e on t he M# .. -.a. ~ I . a.s Secreta?)' ~ the 
Trela su.ry • or 3a.rr'1• • as Oy,:1' •s 1cc:e-r or c::a:s+...ccs • 
ba't'e any respclllS~llty! 

llo. 

And on tile cl4L.......,.-. a~ ae~ ~or Co=e..-ee! 

Yea. 

You have 0111.7 1h!.a reapon.Sbll.1ty 1I ttroa;;;h 
:your Stat e ::le;:ar~~ ar acao otblr aoc:ree o~ 
1nformat1cn, jCU la:aow <d dan£er. ::-.;ab::ral.lJ 1t 
1a eertai nl;r up to the Gonnment to t:1;> Uat 
ah1p off not to P"D-..1• 

True. but I a:1. talk'n& about t!:.e ~· ! 
aa just ~ eo cl.e.ar a;r-eU. 

I d.o n • t tb.I..m: :rou ban CJ7. 

I don' t tb1!* ther e 1a .n:r apeeJ.1'1e ~ 
Deparment .<-e$pooandllt:y. It 1a -"' the 
State ~e:>t. I t 1a a c;aw~ ecn-e~~ 
reapo!lll1'3ll.1t)' 1.t tote lt11;> ~ ~ se~ 

I - j uat trr1no u. f~ ou t -.eat tbere 1s far 
- t o d.o a.s o.t' toda7 • d:ia t 1a &11. 

I d.on • t tb.1IIic ~e:oe 1s &::13' :>are :b&J:l. t!:e lln.u 
J OU ba't'e 1n1.ti.a~0 to !'1ai out T!lat _.sel.a 
plan to go. 

Do :rou tb1lllt of~ EIIS41et 

llo. 

Shoul dn ' t :rau reoo::.artcate that ...-It- .., aa 
to be read;)' to .S.~ a _. cc.t>at s=et 
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.. 

- ., -

R.LZn Well. ~. t.be -!A tbJna. !luU. 1• to s-t to 
U.• .. taat aa ;rau ean and u· tbere are &DiJ 
*Ips 1lld.cb ..... -te.plat1Dg •"'n& --

Ea:n-1.as I II&Ye ....... - t'lartbe!'. I 1:1&.,. &1•- t..._ 
~ not to c~ aD7 &lp to!' iier&eD 
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or - or t.boae porta wltbaoat pttiJI& cooJ'J.zwat1.cm 

~--

~: .. ..tll •- to pt tNt .,.. 1Aatr'llet1.cma to t.be 
~ctcn'll U the J'Natd-.t .. ,.. Io~ 1a at 

-.r w1 t.b Gil '" • 

~al 11at 1.a J'1Pt. 

ClL\.l':>a: .. Y1ll ba- to tel.eg:rapb !Aatl"'lcttona. beca118e 
- neat:ra.llq aot •1ll auto-t1~ appq to 
U..• ... -"rl•• aa belno at war. 

!!..LZn -t .-p cl1d ;rau liPiD& lq)! 

~t.LI ~ .-~ lt ap DOW. 

J!:.L ZJ>: -.t 1.a U.t -p 701l baftt 

?al.eatcmz I ccs .- 7GR a;~~taq wbat lt la on thla • 

Plllaa1;aaa 

R.LZn 

.. •- .,t a t.bo•and dolla.ra -ua or -P• ror 
r.J,e.tca. t.t' a - lt be caD prod....,. t-. I 
.-14 ~to get. lltU. 4lrl4....S • 

._.are the m....s ~ (1D4l•ttnsl. uae lilA•• 
1a14 MiT lletbre ~atel'd.q. 'IMtbe!' tbe oa.-
aw JaU ._,. or -t - bolt u.o .. ...,. tbe .., .. 
........... ..,. tbe Brltl.ab. 

- I paa , ... tbe traaft17 - U.. eo-call"" 
WI ltQ ~tteaf 
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cairNi t 

White: 

H. :.l , Jr: 

Puleaton: 

M .~ . Jr : 

Gaston: 

Cochran: 

H. !o!. Jr: 

Cochran: 

H.!II . Jr: 

Coehren: 

R . I~ .Jr: 

Cooru.&nt 
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I d1d . 

D1d you get any advance notice on thia, CaptainT 

Yea, he got i t to me befor e lunch. 

That • 111 g ive you the beat picture or t he whole 
si tue t1on. I th1nk th& t came from .... 

Herbert , got anything elae? 

I don ' t see that there ia anyth11'16 except th1a 
powwow or this co=ittee. It is mainly outaide 
of our jurisdiction, except that we are aaked 
for information. 

Is there anything possibly 1n the balance of 
Norway ' s dollar balances that they may have 
which the Germane may - is there anything we 
have to do there? 

The balances of both Norway - well, Norway, Sweden 
and Denmark are all f airly high, considering 
their reaou.rces, 

Let ' s have Denmark first . 

It is with the Federal Reserve !lank 1n New York , 
four m.1lllon dollars i n balance, 22 .UlU on 1n 
gold. 

Pour million 1n ca ah and 22 1111llion 1n gold? . 

That 1:s a good part or the gold reserve. 

Now, what do we do a bout that , r ree&e itt 

No , do nothing for the present. l';e have been 
talking to Federal already thia morning and they 
would certainly hesitate t o do anything i f a 
demMd came 1n f or payment. 

Why don ' t I tell George Ha rrison not to do 
anything today? Su.ppoa11'16 the Germane work f ao t 
and send in a check for 22 1111111on dollars . We 
had one that time tor CSechoaloYakia. 

7· 
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PoleJI 

Cochran I 

Gas ton 1 

P. JI . J r l 

Cochran a 

!l . li .Jrt 

Coehrant 

H. l!.Jrt 

Cochran a 

H. ll . Jra 

Jlarrla a 

Cochran a 

'llhltea 

Cochran a 

H . M. J ra 

Cottons 

- g -

He won't p&J it. 

Wall, I might go on record. 

I thi nk i t llight be well to talk to bl.m be
oauea they have occupied the wiroleee ~d 
avarJthing else in Copenhagen. 

Somebody ought to talk to the Danish Minister 
on t h ia problem. 

I oould freeze th1a ror today. Denmark, now 
bow about Sweden! 

Swaden baa 80 milllon 1n caab. 

Bigbty m1ll1ont 

216 

Yea , air . Porty-eight in gol d . Norway, 24 million 
in caah and 14 in gold and there 1a quite a bit 
on the water !rom Sweden. 

How much on the water? 

I haven't checked that figure. 

P1n1andt Have JOU told your boys , Bas11, to aee 
it that stu!'t' oo1110s in to bring 1 t rigllt 1n to 
yout 

Yea, they will let me know ~dlately. 

P1nland baa at 1n gold and 17 1n dollars . 

Doea tha t include tho creditet 

llo. '!bat , I haven't chocked thla 1110rning. The 
otbera I chocked this morn1ng. 

I think I will get bold of George l!arrieon and 
Juat tell bl.m not to do anything on the Danleh 
gold until we can turn around. 

Ir they were stopping boats going there, ~o 
would actually eand the wlret Would •• aend 
t._ or the llaVJt. 
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ca1.z'Da: 

Cottau 

B. X. lrt 

Harr1a: 

H.K. zr: 

!I. JL..Tra 

B. lt.lra 

Cochran I 

• 
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It depeoda llblre tbe Yeaeel. ta. 

I mo'lll.d th1nlt there 1a a IJDYe~tal. respona1-
1»1llty there. It pro l»abl.,. 1m • t u.e 'lrea81U')' • e 
bat it 1a aaoebod7'•· • 

llanthe "'-'u1on. 

It ·~ be either Tre&81U')' or oa..ez.c.. 

11oul4 1 t be 11Ar1 t ,__. tl:loa.,;bt 

!'twy ~t know where tbe ,...a.l. 1&, bat u.,. 
-uldD' t haft t he autl:lorlt,. to abo:;> it. 

lloul.dn ' t it be the State ~t. 1.C 1t 1a a 
DaD-X&ritlce Oo~aaion Yeaae~t 

Isn' t 1t eea,. to rind out 'll!lat llbl.pe baYe a.ll.ed 
in the l.aa t ten de,. a f 

'!bat , I mven' t started on. I cm]J tool< t!>Sn,ga 
that are about to aa.U. 

Uae t he pbone outalde. What a!dpa baft u1lect 
tor Bergen, or let'• aa,. Sca""'-vla• ~ 
tbe laat tan d&)'&! 

Berga1 1a tbe onl.,. port. 

'lbe7 Jd.gt>t go to JarvU:. 

Wb7 do )'Oil contine ;,our anueatla>a to =-ztc! 
It •- to- that Jl-7 al:loul4 be •nchded 
-~ you baYe ..,re 1n!o~t1CD, l»e.,....e there 
1a .ore apt to 1»a •~ actlrtt)' in antic:!pau-. 
You Jdght eftD puab 1 t turth_. aad. telte su s
~u 70U hear t'l'OIII the S1N418b Ocrnt~t .. 
to ~ )'Oil can beat cooperate rlU. -. 1»&
ca- tbare aight be a ll. lt!Dde ot-

I hope thle l&n't a a1&D&l. !or an 'llllll!era.....,1ng 
tbat lbauie wUl _,... Into P1 n1aad.· 

I don' t belien it -• in the pa.pen, ~_!t 
... GD tbe Uol<er that Oe~ baa d ·-
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Fules~n: 

R. " . J r: 

Pules toe: 

B. !II . J r: 

Pules tan : 

s .~. J!": 

Pules ton : 

Gaston: 

Pules ton: 

li . li . Jr: 
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that 'fue>slarta, ~. !lulsarla and Rw:lania 
a ecept Ger:>an :-i.•er pollee alene; the entire 
:Len.,-c. o r tl:.e &:&:mbe. 'i'b&t probably tollowe 
t!w.t repo_-t: a boo.1t t::>e 5 r1 tab d ]llAltlte ship . 

You sent - :;asterda:r, but I dlen•t try to 
li:<ICCU'ue tba ngu:re, -c!::a t p ro;-ort1on o f the t 
Swedish 1ro:l o:-e goea t.':."''"¢ 3othzU.a, and then 
t!ley !!.aTs a SwecU.ab L.'"On ore ::!ne 1n southern 
S wedtm. Eave you e<>t !hat! 

Yes . Eos~ o: that ea::ra 't1.a !i&rTlk and not on 
ue 1n.si.C.e Ctd the :-&!.lroad line isn't sul'f1c1ent 
to dlvert lt so tbat the7 Yill have to d epend on 
w!w.t t""' <;et 1nsl.de t h..'"Oq;b tbe ow.r o r Bothnia, 
but the ~ie point ..... ,. tbat at the rat·e t!le wa.r 
..-as got=•E then , they rea.LlJ •ere not d e pendent 
on that o .... · ":!>ey coc~ c;et enouc:> o re w1 t hout 
t "!lat. o: cou:"Se , 1r tl:e;; ru.ll:r st&!-t a -.., 
t !'le;:- rtll need all or h and t!len the pinch wil l 
co~ee at once. 

:::Ut I re""'~r the ~igu:re t:.at the total prod uc
t J.G:l or s-dJ.sh 1l"CCD o re h l2 :.1UJ.on tons . 

I thi=ll< tha t 1s Jus t a bout r1<;bt. 

Yes. 

>'here 1.s =e up nort!> -

One up no~ that eo:ea out by t !-.e Atlant ic. 

~t northern reg1on 1.a the !ligh- grade ore that 
1a prett; essent ial to u e:. 

'.:l>at is the largest 'I'Ol 1m8 • too. 

.lua t to srt tdl a 111= te • I had Oolllns at the 
bouSe tbia 100nl!Q8 cod I told b1.a to f1.nd out 
just Where t~ Q<dr.1s. You see, the Arra7 
hasn ' t yet si&ned t!le o :"Ser det'1n1tel:; oak:1.na 
it 1=poss1ble to release tbe planes and be 1s 
go1nc; to let :se Jmow later on. 'ihe o r<!er 1a 
all readJ to s1&n aDd Lcv.le Jolmaon let't town. 
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H.M. Jr: 

Fole;r: 

t.'h1te: 

Cochran: 

H, II,Jr : 
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With :reterence to li&rriaon, do you have 1n mind 
poasibly yau and he getting together with that 
committee he haet Thia ahould arreot the other 
banka even more than the ReaeMo banks . 

I wUl talk to h111l and see what he aays, He 
is on h1a way down t here. 

I don ' t believe I abould include Sweden unleaa 
we get e011e turther word , jus t Denou.rlc and Norway. 

I wae thinking only o.r helping Sweden , poaaibly, 
to conserve aome tranatera . 'l'here .us t be a 
good deal or concern and worry there. There -y 
be pr1Tilte balancee. In other worde, it ae"""' 
to oe at a t ime 11lce this we o~t to cooperate 
with the Go~~nt authority aa IRilch aa n 
legitimately can. I don't know 1! they want ua 
to do it, 

What 1a that bead or tho wes tern d1v1aion•a naaet 

Pierrepont uortat. 

Baa the Exchange reacted th1a morn1ngT 

Yea, it baa reacted, It went down to 3. 50 tor 
a while. It cloeed at 3 . 65 last n1gbt and 1t 
ia back to 3. 52i. But abarea are down all 
over 1n .Ams t erclalll, Parh, and the n ew ~tiah 
loan h discounted lt p41roent th1a morning. 
Both the Br1t1ab and French Cab1neta are .. eet1ng 
at 10 : 00 o 1 clock. 

It woul4 be nice to have an iaaue or a GoTel.'lllllent 
bolld today. 

Do you ...-ber J)r, So-.z'71 Who waa in last !allt 
He - to a ee M laat ni gbt and he baa just 0011.e 
troa Italy 11 day• ago and he beard there waa 
quite a concentration ot troops along the French 
line and tb&t France bad s ent down troops opposing 
th1a, There ia worry 1n Sw1 taerland lea t thia 
all#lt be tor the purpose or d1vert1116 the atten
tion ot Prance to the aouth tor .a.eth1"6 along 
tbe c.,ter. 
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H. !o!. Jr: 

Harr1ar 

H. K. Jr: 
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Harriar 
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I had a report last night , but it d1dn • t mention 
t hat. It was a lot ot other etutt. Well , I 
think I was very kind. I only got you people 
here at 9:00 when I couldn't sleep all night. 

There are abou t six American ahips involved -
that is what we have at t he moment . 

Sixf 

Two are in Norwegian wate r • a t the moment . I 
will have t heir poe1tion 1n an hou.r or so, 
exact posit i on. One is due t o arrive at Sergen 

Wait a minute. 

Two in llorwegian watera. One is due to arrive 
April 12 and the fourt h sailed from Now York 
April 7. 

Evidently somebody had been working. 

Yes. Now, in addition to that there is a man 
named Stockard who ia a charterer and who has 
one American boat cha rtered and it i a now in 
Norwegian watera. 

(Telephone converaat1cn with Pierrepont Moffat 
followa: l 
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ID!Jr: 

Operator: 

HMJr: 

JaJ P. 
Mottat: 

HMJr: 

M: 

HMJr: 

M: 

RMJr: 

M: 

HMJr: 

M: 

RMJr: 

M: 

M: 

I!MJr: 

)(: 

Hello. 

Mr. Mottat. 

Hello. 

Yea , Mr . Seoretary. 

How are yout 

April 9, 19ilo 
9128 a ••• 

Well, I ' • not avtully oheertul, but •.• .•• 

lfo, well, I didn 1 t th i nk you would be. 
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Mr. Mottat, I•n alread7 talked to Mr. Welles th11 
morni ng. 

Yea, about the ehipe. 

Yea. Are you vi th him novt 

No, no , I 1 Ye Just come upetalre. 

Oh. What I wanted to aek you wae thle. We ' re think
ing now ln terms or theee balanoe& that these 
oountriee haTe on hand. 

Yea. 

What 1& the etatua, a1 tar &I you know, ot Borvay 
rlf!ht novt 

Ae tar ae we know, we haTe the talegr&lll trom Mre. 
Harr18&1l in wbloh ahe quotee the t orelgn ainl.ter 
a a &eying that lforv&J 1& at var with Gel'llan7. 

I aae. 

But U wae a telegru thst vaa o,bYlouelJ eent ott 
in a terrirlo hurr7 in the middle or the night . 

Yea. 

And bfrore aotlng on U, ann to the degree or -
or worklDg out neutralitJ prooluationa an4 
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ID!Jr: 

14: 

HY.Jr: 

II: 

!!V.Jr: 

M: 

ID!Jr: 

lf: 

HY.Jr: 

1: 

HVJr: 

Y.: 

RMJr: 

M: 

HMJr: 

M: 
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extending lave and all , we want to confirm their 
lega1 etatue. 

I eee. 
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We are tr;r1ng to t1nd out 1t Ute Norwegian Minister 
hae heard through the virelees, vhioh ie etill 
working; 1r not we are going to try and get i .n 
touoh with thea •1a Stooltholm becauee the telephone 
oonnect1one still eeem to be open there. 

I eee. 

But we -- we vant confir.ation before we act. 

Ie there any truth that the German troops ha•e 
landed on -- in Norvayt 

Apparently there ia. 

I eee. 

But it•a a little vague as to Just Where. They · 
still -- the Germane are olaiming to ha•e occupied 
Bergan, and the Oal o people eeem to beUen that 
they have landed a t Ch.rfeUanean!and var1oue placee 
down that southwest ooaet. 

I see. 

ve•ve Just had a telegram in rroo Ray Atherton, 
~he firet we have been able t o get through. 

Yea. 

And he saye, •conditione quiet . Center of oity 
patrolled by German sol4lere. TJnderetand German 
troops ad•anoing north in Jutland.• 

Where-- Atherton ••••.. 

Atherton il in Oopenhagen. 

And 'llbat d1d he eayt 

•con4ltione quiet. Center of city patrolled by 
Oen~an eold1ere. 11nderetand Oeran troope advanc
ing north in Jutland. ' 
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HMJr: 

M: 

HY.Jr: 

)( : 

HJtJr: 

K: 

ID!Jr: 

H: 

tw.Jr: 

M: 

HMJr: 

K: 

ID!Jr: 

M: 

ID!Jr: 
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I eee. 

And Mrs. Harriaan herself hae followed the Norwegian 
Government, Which has moved to a olace called --
I think it 1 e Hamar , which 18 30 or some milee 
north ot Norway • •••• 

I eee. 

- - north ot Oslo. 

Yea. 

But -- and she baa evacuated all the wives and 
children or our people inland, that is leaYing 
the rest or the etarr 1n Oelo. Apparently the 
German planes are overhead but they have not done 
any bombing as yet. 

Ie -- and as to the statue or Sweden' 

I talked to them at 5:15 our time thie morning 
and they said that While there was naturally in
tense excitement that no move that they knew or had 
been ••de towarde Sweden. 

I see. 

And we did have a eort or an unconfirmed report 
a dal' and a halt· ago that it a move such as has 
taken place did materiali~e, the present German 
nlane were not to attaok SWeden. Nov , I -- don't 
take that tor more than vhat it ie, a J'UIIIor, but 
it vae interesting. 

And h anything happening in anr other part or 
Europe. 

Not that -- not that we are aware or. 

Not that we Italy 1en 1 t moving? 

No, a pparent 11 not. 

I eee. Are you worried about Ita1y moving at 
this t11J18? 
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M: 

RMJr: 

M: 

HJ.!Jr: 

M: 

l!Y.Jr: 
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I would be 1nol1ned t o think that the:r would wait 
and eee Who 11 det1n1tely oom1ng out on top bet ore 
moY1ng. · 

In other 'IIOI'de, they are going to be Italian. 

(Laugbe) Well , 1! we -- 1t we get M)'th1ng would 
:rou 11lte me to oall you up through Mre . rlotz' 
Ott and on through tbe da)'! 

Call "'e d1reot. 

All right. '!'hanl:a. 

'l'hanlt :rou Yer:r muoh. 
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Cochran: 

Bart"18 1 

H. ll. Jr: 

Bart' i s : 

H. l!. Jr: 

lia rrie: 

White: 

Harris: 

Cdt'na: 

B. I!. J r : 

liarria: 

- u-

I am just going to get Knoke \Ultil t h ie f e llow 
oomee. 

Knoke ie out of town. 3proul ia in charge. 

Now, What more on theae boats? One sailed from 
Uew York April 7 . 

Then a .an named Stockard baa an American sh ip 
UDder charter, wtdch is now in Norwegian waters. 
He haa another one that 18 due to dep&'l't 1n a 
few daye. 

That isn't the one - two ahipa. How do you spell 
thatt 

I am not sure, but I think it 18 Stockard. 

He baa one in Norwegian waters? 

Yea , and one loading now to sail in a few daye. 

These include ships to Denmark, don 1 t they? 

I haven't touched Demark, but I don I t t h ink 
any American eb ipe have been goi ng to nen-rk, 
so you have nothing t o worry about on that. 

The y can ' t go to Demark . 

Si.x ships in all T 

Si.x ships in all . 

(Telephone conversation with Allan Sproul 
follows : ) 
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ID(Jr: 

Allan 
Sproul: 

ID!Jr: 

S: 

~·Jr: 

S: 

!IYJr: 

S: 

ID(Jr: 

S: 

Hl!Jr: 

S: 

HMJr: 

S: 

HY.Jr: 

S: 

!!MJr: 

S: 

Hello. 

Aprll 9, l94o 
9:34 ..... 

Good ~ornlng, Mr. Seoretar,. 

Hello, Allan. Allan , I tried to get ahold of 
George l!arr1aon and he ' a between t!ie bank and hie 
houee. 

Yeah. 

!fo'<, untll he geta do'<n there I '• going to ask JOU 
to freeze the Nor'<eglan and Dan1ah aooounte . 

All r1gbt . 

What? Hello' 

Yeah. 

Vlll )'OU do that' 

Yeah. 

Juet freeze them. 

Yeah. 

286 

The)'' Ye got -- our t1guree are Denmark hae 4 a1l11on 
1n oaeh and 22 1111111on 1n gold, and Nor'<&)' 211. 1n 
oaeh and 11!. in gold. 

Yeah. 

And JOU aigbt think about talki ng to the other 
banlta an.d - - through th1e oomm1 ttee of ,ours. 
You ••e' 
I think '<e ought to do tlut t. 

I think JOU ought to get &hold of that and I th.1nlt 
you ought to '<ork Ter)' faa t . 

Yeah. 

Regraded Uclassified



HMJr: 

8: 

!DIJr: 

S: 

HMJr: 

S: 

!!II.Jr: 

s: 
HMJr: 

S: 

!!J.!Jr: 

8: 

llMJr: 

8: 

mr'r: 

8: 

!!II.Jr: 

S: 

I!UJr: 
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So that eomebody doe1n•t pull a ta1t one on you. 

All right. 

I mean, eo thet rou oan treelle them all onr 
town and that•a juet tor 24 houri and ot oour1e 
on a 't'Oluntar.y ba11a, you under•tand. 

Sure. 

All right. 

But wil l you go to worlc on that pending George'• 
getting down. 

Right away. 

Beoauae George may etop at a beauty •hop or eome
thlng on the way down. 

(Lausha) He' 1 a married man now. 

That ' 1 What I mean. 

Well, we'll get right to work on 1t. 

Well , I gueee he'd 1top on h1• war home, wouldn't 
he' 

Yeah. (Laushter) 

o. ~. 
All right. 

All right. 
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Puloetona 

H. M.Jr l 
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(Indicating on -p) Thee• are juat the Brithh 
mines . That 1a the southern part of !forwa,., 
Chr1atianaand, and th1a 1• tbe turtbereat north, 
r11!)\ t up here b,. Norwa,. . 

Le t '• juat leave th1a here . 
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(Telephone conversation with Sumner Wel~ea followa a ) 
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H.!l.Jr: 
Su.'ener 
llellea: 

H, l.(.Jr: 

If: 

H. ~' .Jr: 

11: 

H.!!. Jr: 

11: 

H.M.Jr: 

W: 

H.ll.Jr: 

11: 

H.~.Jr: 

V: 

R.M. Jr: 

V: 

H.M.Jr: 

V: 

H.lo!.Jr: 

V: 

- I haYe my orovd here. 

Yea. 

April 9 , 19lio. 
9:)6 a.m. 

And I vant to tell you vhat ve•ve done to date. 

Yea. 

No ah1p v111 ea1l for Bergen unt11 ve get vord from 
the State Department. 

R1ght . 
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That•e number one. Number t vo, I'•e aeked the Federal 
ReeerYe to get the Y&r1oue banke and themeel•ee on a 
YOluntary basU to treeEe for twenty-four hours all the 
Dan1sh and Norve~1en accounts. 

Yea. 

You get 1t on the Yolunteer bae1e because I haYe no 
legal r1ght to do 1t. 

I understand. 

And, you ' ll have to have a peno11, Denmark hae four 
m1111on 1n cash and twenty-two m1ll1on ln gold here, 
and Norway hae twenty-tour m1111on 1n cash and 
tourteen m1ll1on ln gold. 

G1Ye me that aga1n, DenMark tour mllllon cash an~ 
twenty-tour ln gold. 

Twenty-two ln gold. 

Twenty-two 1n gold, 

And Norway baa twenty-four ln oaeh and fourteen ln gold. 

I eee. 

Now I'•• aeked them, that•e the Central Bank you eee' 

And ae to the prlYate banke ve••e gotten out word to 
aek them to freeze all aooounte 1n pr1Yate banke tor 
twenty-tour boure. 

I eee. 
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H.M.Jr: 

V: 

H,M.Jr: 
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V: 

H.M.Jr: 

V: 
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H.K.Jr : 

V: 

H.M.Jr: 

• 
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'l'hat g1't'11e 70U a u .. to turn around, you eeet 

ExaoUy. 

Mov there are atx ah1pe. There are tvo u. 8. ehipe 
in Morvegian vatere. 

Yee. 

Did you know th1et 

Yea. I vent lnto that laet nlgbt. 

And one due to &rrlYe April 12th. 

Yee. 

You know thatt 

Yee. 'l'he KcCorslok people apparently haYe already 
eent inatructlone to the ehtpe that are attll on the 
hlgb •eaa. 

Nov the other thing, in September, you moet ~1kely 
know, there vaa a eo-called neutrality committee, of 
Vhioh I think Berle vae ohatrman. 

Vell I teohnloally vae and then be took on that work. 

Vell anyva.y, our people are ready and - to alt in on 
that any time 70u want them to. 

All right, if 1t' • asreeable to you I' 11 aelt hl• to 
talte that on vi th your people then. 

Pine. And then be oan ae before, if 70U happen to 
tell blm, work with Gaeton. 

I will. 

s .. , 

Vell that'• tremendoualy helpful Henry, thanks. Let 
•• tell you thte. Ve haYe a telegraa here etating 
that the Foreign K1n1eter intoned our Legation, 
early thie •ornlng, J'orelgn Mlnleter to NorvaJ, that 
Norway ia at var wl th 0ei'II&DY. 

I •••• 
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Y: 

~. , ... Jr: 

11: 

H., •• J r: 

lo': 

H. V. .Jr: 

W: 

H. l• .Jr: 

ll: 

H. J.!.Jr: 

11: 

H. M.Jr: 

U: 

H.!I.Jr: 

11: 

H. Y..Jr: 

II: 

H.M. Jr: 

II: 
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I • o trying to clarify that bee1,... I'a DOt lltlre that 
the vorda uaed wen eu.cUy correct. 

And I &II IIU!!IC that we v1ll set llD off1cta1 atatesent 
today t o the effect that a state o~ war ex:Uta. 
In that e 'n!n t of courae , the l'r!!aldent tonlgbt , vt11 
hu·e to 1nvokeb oeutra11ty ~-

Tea. 

And obv1oua.ly the co bat a.-ea vt11 have to tnc1..U 
the whole of !fol'¥a.l!'· 

I eee. 

So I tbi.nk that cl.ant1ea tte eltua Uon far be70od 
l aet D1gJ>t. 

Right . 

Aa eoon ae I get thla o! eo=-e, I •ll 1!!t :ron mow. 

Nov there ' 11 be 1110 ahlp all troll any .ll!ler1C&D port 
for Korvay or De~ pen4.1Dg otar h!!ar1ug t'ro5 yuu. 

All r1gJ>t . 

I mean I' "1! Juat ato~ 1 t. 

All rlgJlt. 

I aean there'll be 1110 ahlpa All for !lo~ or De....rlt 
or B~n. 

I understand. 

Unt11 we hear fr'oa yuu . 

All right Henry. I ' • ve17 omch obl.lged and I ' ll aak 
Berle to get 1n touch v1U. Ga.aton aud ha'n! the -etl.Dg 
when tt•a neceaaary. 

Have :rou got anything a1Ht CaD yuu t:h1Dk o.f a.n:rUl1Dg 
eleet 

I don • t th1Dk of &DOther thing. 
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&.e hz' u tbe ~ pee. 

I lloll'' UllJllt or -u.r 11W1tr· lllll't.IIS \be oou .. or 
aa. 41&7 ... u se' t:M -~ ~u- prepuoe4 
rcqo U. Preela.''• elflaa'- '-'""'· 
o.~. 

'!bake a lo' 1leDrJ". 

• 

•' 
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Rarri aa 

aastona 
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!l. I! . Jr: 

cai.rna: 
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Gaston: 

P. . ll.Jra 

Oaatona 

Barrie: 

Cot too: 

SChwarz: 

H.W.Jra 

Harris: 

Gaston a 

- 16-

Wow, Mr. Se cretary, you realize that we have 
uaurped the po-r ot the C011111erce Department 
in taking suCh a ction. 

I suppose "'" had better speak t o Commerce. 

I can clarify that with Johnson, all right. 

You do i t and tell CollllllOrce you have done it. 
They will be very glad you have done it, be
cauae the7 most l ikely haven't ccme to their 
ottice yet. That 1a all right . In t 1nes lilce 
th1.a I don 1 t mind - I would ra t hor be right and 
I tb.Uik the thing to do ia to call up wbcever 
:you call up. 

Jobnaon. 

But Herbert 1a going to represent me in this 
thing now. If :you let an:ybod:y else call :ycu 
up at 2 : 00 in the morning, I am going to 
strangle you. Who do you call up in CommerceT 

Colonel Johnson , Aaai stant Secretary. 

Is that who :ycu call upt 

Yea. He re f ers us to someone alae, but be i s 
offended if we don ' t call him. 

we have alread:y t a lked wi th aome others because 
Jolmaon hadn't arrived there ye t . 

I take it traD wha t lo!r . lfelles sai d they have 
dooe aometh1ng a bout the boats a lready in 
Horwegian waters . 

The ownera have. 

It not, the insurance ocmpany haa . 

we are Checking in t h e Gulf. There might be 
a oouple ot cotton ahipa down there that might 
have gone, too. We wil l have word in a very 
tew llinutea. 

That .an StoCkard works t or Koore and McCormick, 
doesn ' t heT 
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Ban111 He uaed to be. 

H. M.Jrt I haYe 1nat&lle4 upete1re & teletlJ)e macb!ne 
and tba t 1e euppoeed to - you oan uee tba t 1n 
41rect connection w1tb 11D7 ot your othere. It 
4oeen't have to go rrom CUetome to teletJP•• 
I dan ' t know how 1t get. OYer here, but tbere 
1a & -chin• uP•ta1ra now wh1ch doea that. 

Harrh t I have got them OOIIllng to cuatou, because I 
waa atra1d 1t lll1gbt co.e 1n and I woul.4 be 
1n here. They ge t 1t onr to .. two eecoi>IU 
a~ter 1t c<:>eea. 

H.~ . Jr : How do they get 1t o•er, by pbonef 

Harriet Yea . 

H.ll.Jrt Who baa got &ny 14eaef 

Cochr&nl Juat to report on aterl1ng, it closed 1n Alll
eterd&lll at 3.5!li and went to 3.52. In !Jew 
York , it went to 3.44i. 

H.M. Jrt I am avaUable. Let'• cut out that budget 
aeet1ng today, &ltbough I a1gbt aa well do 1t, 
becauee we oan interrupt it. It 1e 1n ~ 
&n hour. It won 't take ••1:'7 l ong to tell • 
how b1g the deticit ie. Puleeton, do you 
th1nlt th1e 1e good or bad tor the Ull.eef 

Puleet<mt I th1nlt it 1e oo the 11bole - I would My 1t 

-• good. 

H.t~.Jrt 'lb7f 

Puleatont But it brings on a -r and they b&Y8 got to 
tight that war eoaewhere an4 1r they oan land 
troop• 1n those - aroUDil Bergen and check the 
Ge~• &nd maka bridge beade tblre, tbey can 
eupport the t1gbtinc ooape.rethely easier than 
the Germane. I thlnk that you h&Ye got to get 
GeiW&DJ to tigbtins to w1n thh ~, .U:e her 
epen4 both IMn and -teri&l. It I wre I'P"'l.J:f 
the Br1t1eh war , I woul.4 heft etarte4 e<:>ee 
ot &n att&Cik on the wetei'D treat j"Ut to br1Dc 
on the tight there. You baft got to bl'1D8 OD 
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-· npHaa to .sa tM ..r. Taa --~ 
so!Da to -.1ll 1t nth ;e 'e ...s tt -· 

('l'elepbane -•nad- .-u. o tp a..r.s.. 
fol~a) 
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~rat~r: 

:: .. --t . J =-: 
~r-:e 

:=.a.-r'! eo~: 

~. ·• . J'r: 

;; . u.Jr : 

... 
E: . ,, .Jr: 

~= 

~ : 

::.v .. .rr : 

;;: 

~: 

:.v . ..rr: 

&no. 

:!!:ell.o. 

Co!lO!I '!!ICil"n1n!r Henry . 

: •"" ::~rl' to ~ar you're back. 

J.jii'U 9. 1~. 
9:~ • .•. 

I &ll! ~- !'ou carried t ellova don• t get doom t o vo~k 
.. e~C"l.y -

.&.a a -~~ ot ract , I 1:-.ad an e~;or~nt u;;> town and 
I a"'la..~ to go tor that unUl. I aav v1!.at tlnn;!11 were 
~~ ~ere. and I declded to co::e a~g!:!t on dovn. 

'lrt oM llmft'led !!len ~t dovn hrre at el~t o ' clock. 

(l~s) !'es, dH't'erent eel'el!ule enUrely • 

l! btlllf, I b!ov. George' 

!'ea air. ! t doeen• t look too good U:.te t10rn11lg. 

lb. I ~ed to .Uan Sproul an~ .,.._.t I' d llke you to 
t», tl 1t' a agreeable to you, and 1r you th1.nk ve ll 
o~ lt, 1s ~t Ye'd like to - on a 'I'Olunu.r,- baale, 
~- tt::e accounts o t De~nark and ~"e<len ~at you 
ta"''e. :-ou s.ee .. 

~ .... 
a=. -.o, !laTe ;oour oo:m.l ttee get bas:r and do the .... 
or -=..,. :;>r}-rate accounts 1n any o t ~~~ be.nl<a on a 
-~tour hour heels , •••' 

~. JOU aid Denae.rk and Sveden. Do ;oou z:ean !lo~J' 

I - ~ and SYeden. I aean Deta2:t>k and 'fo...,.,.. 
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H.M.Jr: 

!1: 

l!.M.Jr: 

H: 

ll.l-I.Jr: 

P.: 

H. !'1.Jr: 

!1: 

li.~.Jr: 

!!: 

ll .l' .Jr: 

H: 

li.M.Jr: 

H: 

H.M.Jr: 

R: 

H.l!.Jr : 

H: 

H.M.Jr: 

- 2-
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llov the State De~nt ~ a4Y1eed • one, that there 
are &.f11l1tely CJer.JI troops 1n De11118rlt, and tvo, that 
def1n1tel.y, that Jlorway b .. daolered var. 

Tee. 

An4 1t ve oould do 1 t, ban4le 1t the var you handled 
the thlJlg 1n Cheohoelo~a. you remember1 

Tee. 

On the llal!e baa!a. 

Tee. 

But Ulla vtll juat be on a 4&7 to 4&7 baa1a, I • • 
onlr aak1ng you to 4o 1t nov for twenty-four hours. 

Tee. I understand. 

And on a 't'OlUilteer baata. 

Tee. Vhat I thought I would do Henrr would be to oall 
II)' oo-1ttee together right avar. 

Right. 

And - that' a II;)' foreign exchange ooml!1 ttee. 

Right. 

An4 talk to the., beoauae nov that' a just the kind of 
tb1Jig they• d be .,at ueetul 1n. 

Correet. 

Plret rate. 

And vould )'DU - I ... an but )'DU agree v1 th 11e ae to the 
neoeea1t)' of 4o1ng Ulla f or tventr-four houre. 

Vall I th1Dk 1t would be nrr nee to do 1t. I don't 
th111Jt it'll a.ount to awflllly auoh anyvar. I doubt 
1f there'd be -ob go1ng on vttb aD7 of thoee tunde, 
but I th1Dk 1t'd be a good prooedure to do 1t. 

Vall now for lJletanoe, I aee that London, the Brltleb 
ballJta niiJMindad all 4aal1nge 1n nanteb and Jlorweg1all 
ourreno1ee. 
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11: 

B. l! . J'r : 

l!: 

B. X. Jr: 

11: 

!!: 

!!. !I!.Jr : 

11: 

H.l!.Jr : 

!!: 

R. M • .tr: 

!!: 

R.~.Jr: 

!!: 

B.X.Jr: 

!!: 

11 .~ • .tr: 

!!: 

B.W.Jr: 

!1: 

• 

- '-

I •- tba1;' • Wbat the London banka 414. 

Yea. Yell that'll be rtrtuall7 wbat'll happen bera. 

Yell -

.lD4 JOUr' auggeeUon goae aot oDlJ' to the national 
b&Jika ot tboae two ootm1:1'1e a but to all ttmda. 

lll ttlft4a tor twent,.-toar boura. 
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Yea. Emept, I llhoul4 thlDk, 1t there are co..i~nu 
t or AMr1CaDa t:bat Vlll need t1mc1a t or pre-
ald.at1Dg oo:tb"acta .. Vlll ban to let U.11 go 
throQBh 1r1 th tboae. 

Yell I'd take a look at Ule• tlrat. 

Ye •. Ob II1D'e. 

R1gbt. 

Oh eare. 

R1gbt. 

All l'lgbt, .. •n set r18bt at u . 
Y1ll )'011 keep - .a.'r1ea4 Oeoz,re! 

I 1ll be fti'J' gla4 to. 

!baak JOt. 

I -• aGri'J' to Idea 7011 8undaJ'. I atoppad by to •• 
)'OUo 

Yell-

I oal.lad )'OU up but theJ' tell - )'OU 414D1 t gat beak 
until tbe next day. 

!bat' a l'lgbt. ADC1 _,. tt. that w 0a11 gat togetber, 
I'd llka to. I'• at )'Oar 41apoaal. 

All J'1Pt. 'l'baD1t )'OU WI'J' .-b. Yell I-~ to 
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( 

l!,V, Jr: 

R: 

R.'!.Jr : 

R: 

B.X.Jr : 

~.v.Jr: 
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-- -
tell ;ro11, 1 ' • pro'babl7 pNtt)' well oaa.lUed on tbat 
tlUilg ae of ao .. tt.e ln the -r. 

Ob Nal.l7. 

Tee I had to go abea4 V1tb U , but I vant to talk to 
7011 about 1 t ~7. 

Well I ' d llll:e to George. 

All r1gbt . 

I'• anUabl.e &Jl7 t!.Joe . 

!'bank 7011 'l'eJ')' I!IUch. 

Ooodb)Oe. 
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iJ , I( • .Jrs 

Cochran I 

P.. V.Jr: 

Coehranz 

l!, lt • .Jrz 

• 

- l.ll -

What el.tle. s-tl.-t 

ftulee an juat the centre.]. bank balances and 
not tbe Federe.l.. I didn't g1Ye JOU the balances 
ot tb.e Federe.l.. 

We can get the rest of thea. 

Yes. I bave th-. 
o. Jt. • I ua eve1l.able on th1a. 
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Operator : 
George 
~&J'J'1 801l: 

R.~. Jr: 

P.: 

H.l'. J r : 

E: 

!!.~. Jr: 

B: 

H.v.Jr: 

f!: 

!!: 

!!: 

H.M.Jr: 

!!: 

B. l' • .Jr: 

Oo abea4.. 

Hello ReJU7. 

Yee. 

Apr1l 9. 19-\o. 
10:35 ••• • 
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I ha'nl \'he 1'aretp eDtba.Dge c011011 ttee 1JI the Dezt rooa. 

Oood. 

And the,- are ftrY q:reeable to do1Dg vbat .. ha4 1Jl 

a1n4. vbat :rou ~·~· 

Pllle . 

llo• 

!he,- -ul4 Ub to t.Mluele 8w4eD aD4 P'lnlaD4 an4 I 
thJ.Ilk lt'e 'betWr becauM \'he Ueltere ..,. that 
81redea hae 'been 1D...a..t. there' • ~re aboat 1t. 
that ther are .obllllit1JIIS an4 one tb1Dg or aDOt!ler. 
aDd Ule)" Ut1alt that U' u.,- Jae t _,. the 8oan41.aanaa 
ourrena1ee 1t ll!~t be a 110re oJ"Clerl,- etabU1&1ng 
thing . lfCIIW al1 tbl!y - - b)" 1t 1B to oat out al.l 
1'atare Ua41D« an4 to pera1 t ODly each epot u 1e 
neoeeaary t o take cere ot bona t 1de desa~tde ot 
oaetoaere 1dlo ~~a .. ~x1et1ng ~ taente. 

Yea. 

llat I told ~ U.t Y t.& ~!ftat1oa &!lout the 
81red111b an4 P'1.-1ab .,aeU an4 U!at I'd t1.Dd out 
Whether :rou - .a7 ~,Ject1oa to their go1.Dg U!at 
tar. 

Yell -· to U!e bert ot 0111' 1Di'oraat1o• ~ ba8 
not beea taw~ 

1fba t. • U.tt 

Yt hee ao' ..._ taw ' II.. 

It haa ao,. 

11o. ~~ow. y ,.n tll.l.l* 11l1e. 1t theY'd c1o the'• lt'e 
eort ot • ..U n•• kiM of' Y111hhl th"•'"'•· 
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( 
B: 

~.•.Jr: 

!!: 

!: .". Jr: 

5 : 

~= 

s . v . Jr: 

!:: 

s.r.Jr: 

!!: 

~.".Jr: ... 
~ · 

B.l' . Jr: 

!!: 

!! .Y. Zr: 
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1fell tbat ... IQ' &1 SWDt. 

And 1r ~ Ute "-7. I 11ean I ' 11 1Jl CODetallt toaeb 
wUh the State Deparbent aD4 they haft cUr ect 
H •1cat1oa wtth llweden. !'bey haYe no troub1e 
hear1Jlg ~ !lweden. 

Yea. 

Ir tbey beer. tt.ea .. GGUl.d do BOIIeth1ng. but 1t -. 
to .,. tl!at -•re thrcJor1ns unneceeiiU")' ecare 1Jlto Ute 
p1cture. 

Yea. -ll tl!at _. ll)' reaction. and I' ll tell the• a1r. 

JIGw 11bat' a JOUr 14ea about publlc1t1' 

Well W!!at U!ey voul.d &JmGUDce ~~erely - • that the 
~ttee had - t aDd that ror t he -•at. OJl • 
teapwary ballte. they bad ~d aaong thel!lse l Yea 
thet U!ey 1IOUl.4 8'0.-pend tredt.ng 1Jl Danlah and. 
!knwegtaa ew s euo7 • except of oour11e the ~~eee•UJT 
,_, or -·~ ror preex1at1ng eoJI!d. tllenta. or 
worda .,, .hat to that effect . 

Vou1d you 1:b1.nlt .. ll or thta. be perlect1y f'rank. 
1n order Usat .. get or r to a goG4 etart. I ' • th"'k1"'« 
out 1o'llc1 _,...u. to aay that they• 4 done th1a arter 
ooDau1tatton wtth t.he !'reaalll')'. 

Jro. I 1:b1.nlt Ulat -u111 be Tery wtee. Uter the 
oo11aul.tat101l wtth the !'rea8Ury and the P'e4eral. P.aeel"We 
!Sallk. 

Ye•. 

Yea. 

1lha t -.ou111 ,.,. 1:b1.nlt or then 

I 1:h1Jik U.t ' a all r tpt. 

Uter __ , taUo• W1 th U!e !l'eaaury and the P'ecleral. 
Jle~ Bank or ... Yol'"· U!e ~ttee baa Cleo1 a.4 
to c1o eo 11114 eo. 
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F. : 

R.J.I.Jr: 

, . .. . 
~ . ''.Jr: 

!l : 

!l . ,, .Jr : 

'! : 

:! .~.Jr: 

H: 

H.V.Jr: 

H.V.Jr: 

H: 

R.'' .Jr : 

H: 

R .~.Jr: 

R: 

l! . M.Jr: 

!!: 

- ) -

Yee, I thl.nk that •e r ight . 

Vhan 

Yea , I thlnlt that ' s better. 

You U:l1nk eo. 

Yea, I tb1Dl< it• a &.11 right. 

I1: • • a11 r l.gbt W1 tb me. Nov anothPr thing -

It they ba~ any objectioh to it I won't ~ueh it. 

I abould th1nk that they'd like it. 

I thl.nk they'd prefer to. 

~ ~e other UUng, I can• t rene.,ber - did I last 
tine or d1dn1 t I tell the Federal Reserve Board or 
Vallhtllgton anyth1ngt 
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I don ' t kDo¥. I tried to get them all this morning. 
'!'!le on1y cme I could find was l{r. Draper: 

Ohl 

'!'!ley•~ I t:blnlt. I t hink tha t you might or it 
ynu vaat I ' ll call t hem and s ay t hat a t ynur 
euggePtion I've called tbie comoittee together and 
thla 1e What they 've done. 

Yea. 

Vby DOt. 

I'll do 1t that vey. 

.t.ll ~t. 

UBI••• JOD'd rather do it, I don't care. 

~. it would, better it they vant to cell me. Dan 
1an•t here, lt Juat mean• anotbe~ telephone call • 

.t.ll right, - ll I ' ll do i t that V&J. 
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H.M.Jr: 

H: 

H.M. Jr: 

H: 

H.M.J'r: 

H: 

H.'I(. J'r: 

H: 

304 

---
Alld U 7'0U hear &IQ'thlllff about the l!lw41eh or rtllllleh 
thlng. I'll tell th .. that 7'0U'll let ae know at 
once. 

Well both Welle• ud tlle au ln oharge of the w .. tern 
DlrtBlon. I oan• t th1nlt of hle naae. Pierrepont Moffatt . 
I ' • ln touoh wlth both of thea. 

Yee . 

l!lo lf el ther of the• hear anyth1ng they' d let llfl mow. 
.Ul rlgbt • !bUilt 7'0U. 

Ooodb7e. 

Al l r1ght. Goodbye. 
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!! . ~• .Jr: 
George 
RarrUon: 

H .~ .Jr: 

!l: 

!!,'I,Jr: 

!!: 

!l.".Jr: 

H.!I.Jr: 

H: 

!!. }' .Jr: 

!!: 

R.l-: . Jr: 

!! : 

Hello. 

Apt-U 9 , 1~. 
12:~ p . 3. 
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Renry , this is the annou.noeu:ent they' re going to pat 
on the tiolter. 

Pleaae. 

Attar a consultation wlth the Treaeury Depar~ent and 
the Federal Reserve Bank ot Rew York, the tore1gn 
exohange committee announced tte euepena1on or exchange 
tradlng 1n Danlah and Norwegian currency except ror the 
ascertained legitim&te needs or cuetcneMS. 

Good. 

And I think th&t 1 a all rlght. 

F1ne . That • a raat work. 

And it'll go ou t on the ticker 

O.X. George. Well we all learn by e~r1ence. 

(laughs) All right, and I ' ll call the Federal ReeerTe 
Board and let them know. 

R18hto. 

Thank you. 

Goodbye. 

Sorry to bother you, but I thott~t at t'!l.ta tl::!e I ' d 
like to check b&ck with you. 

Oh no, no. George 11aten, I 1 a a1ttl.Dg here, I baTen1 t 
got anyth ing t hat• e nearly aa 1!!rportant aa thla. 

All right air. Goodbye. 
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R.~.Jr: Hello. 
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AprU 9. 1~. 
12:05 P·• · 

Operator: Wr. !larr1eon. Oo ahead. 

R. l' . J r : 
Geor ge 
;oarrl eon : 

R.V.Jr : 

g_.l ' . J r: 

R: 

R.Y..Jr: 

!!:: 

!l:.X.Jr: 

H: 

H.X.Jr: 

R: 

H. ll! • .7r: 

5: : 

!I.X.Jr: 

Hello. 

Yea etr. 

Oeoige1 

Yea. 

I',.. beell eon or t171ng to follow the bond .ane ta 

at tble eftd. and I anderetand that th~ are 

1.Det1tut1one 1a t be •arket Who are bQyt.ag. 

!bat. • 1"1.8h t. 

!IDIW I •c! like to lean 1t thU way vlth :pou. u at 

&117 t1..e there•• a 'laO- there or at.r pooltet I vlllll 

:rou•c! ha,.. 1t eo that :pou could oa11 - d1reot &Del 

let- kllov. 

Wall. I' ll be glad to do that. 

Wt.ll. !00 Oeo~' 

Yea. aJic! I -uld expect to do u. M courea the first 

haU boar or really the ft.rst hour wae ,Juet eo II1ICh 

eoe1'1la1oa that :rou couldn't f or:au1ate aay op11l1oa 

at all.. 

Yee. 

Bat 'IdleD 1t got oN half to three-quarter& a great 

8&117 baJ'era that - t.a. t.c fact eYen before they 

took effect on the .arket. th"ra vere a ~at 8&J17 

t.Dqal:r1ee troll the blgger eaYt.age ballka and 1.uurlmce 

OGaJMIIll•• for bt.g blooka vblch couldn't be toaD&!. 

!l1&tlt. 

!'be oal.y otferlllga were nal.1 blocke ecatterec! ..-a 
aaot C. qaotat1oDe were fairly D081aal. Oil tbe 

'llllola I th1llk 1t' e nry anraorc!1tlar7 tba ~ u•e 

llaba-a.. 
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!1: 

l! .l!.J'r : 

R: 

!I.X.J'r: 

R: 

- 2-

a.t l.et•a l.eeft tt Ulla _,._ It aft7th1D« bappena, 
4l&taub&a ,.,., oaU. - ¥111 JOU' 

I ' ll ao 1t cUreotl:y. 

.D.l rl.!.'lt 1t I bang apt 
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c 

c 

( ) 

R.l(.Jr: 

Operator: 

H.M. Jr: 
Ronald 
Raneom: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

fi .M.Jr: 

R: 

R.M.Jr: 

R: 

R. M.Jr: 

R: 
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Ap.rll 9, 19llo. 
12:55 P••· 

Rallo. 

Mr. Raneom. Go ahead. 

Hello Ronald? 

How are you toda,., 

I ' m pretty well, and you? 

I'm well thank you. The newa ia bad today, ian•t itt • 
Yea. 

I wanted to tel l you that Marriner waa aiok at home , 
he' a had a little upaat, eort ot kidney and bladder 
thing that aeema to be under the general bead ot 
tbia eort ot eo- called inteetinal tlu that •a been 
attacking the coii!IUnlty, ao that he ia at home but 
can talk over the phone. I ' l l be here . 

Yea. 

Until Thursday night when we have a scheduled meeting 
w1th the chairman ot our Boards in Sea Island. 

So I heard. 

But we, or oouree , it tb1e situation ie as cloudy 
ae it giv~e promise ot baing, t here will be the 
members or the executive couittee or t he open 
market coMmittee here. 

Te e. 

But I thought I would like to eatabliah a contact 
with you eo t hat it you wa.nted to call ua you knew 
you could reach me up to that time , and aa Y.arrtner 
probably can' t go, although we don't vant to eay 
anything about t hat at the preeent time, he and 
1011e other member• ot the Board would be here and 
would be available. 

We're watobing the bond marke t , they tell me, up to 
now, thera•a nothing to do , there'• good support 
troa the outa1de. 

It 1an't d1aorderl y, obTiouely. 
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H.M.Jr: 

R: 

H.M.Jr: 

R: 

l!.M. Jr: 

R: 

H. M. Jr: 

R: 

H.M.Jr: 

R: 

H,M,Jr: 
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llo I •1Jio ere ly hope tba t J'OU people - • t !II lllto 
1t without t'lnt taruns to •· 

Yae. 

And I 1 11 4o the eama to )'Oa. 

Yea. Vall , I tblnk ln tbeee eltaatlone •• they 
4aYelop, the 111p0rtant thlng 1e to keep the oontaot 
between the two agenclea. 

Yea, bet'ore we do eo•ethl.ng. 

Yee. 

Vall I'• glad J'OU called and I•• aYallable at any 
u ••. 

!ban); J'OU • 

It' I han anything that bothere .. 1 111 call J'OU• 

!hank you Yery muob. 

All rlght. Thank J'OUo 
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( 

c 

R.~.Jr: 

();>era tor: 

H. l'.Jr: 
Alan 
Sproul: 

ll . l!.Jr: 

S: 

!' .... , .Jr: 

5: 

E.)l' . Jr: 

S: 

H.~.Jr: 

8• 

Hello. 

Kr. S~ul. Go ahead. 

Hello. 

Hello Y.r. Secre tary. 

Yea Alan. 

Aprll 9 , 194o. 
2:15 P•• · 
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I thousbt JOU !!lght like to lmov about Gover M ent 
aecurity markets that have been a cting beautitull7 
tO<!ay. 

C-1)()4. 

Rl.gbt DOV 1t • 11 brprov1ng a 11 t tle. It 11 up - the 
longer ones are QP five or aix-thlrtJ aeccnda tro• 
their l.ov8. !'hey vere off a polnt about at the 
lov., and the -.rket telle ua there ' s plentr or 
bu71ng power around. '!'be dealer• have substantial 
unsold orders but they• re not reachl.ng tor thel!l, 
they're not t r ying to avoid pushing pr1ces. 
In8Urtlllce COII!)aniee and the big banks have been on 
the ~side. The selling baa come trom scattered 
aaall institutions over the a1ddle vest and tar 
veat part1oularl7. '!he onl7 - there hasn • t -
there•• been very little doing in the shorter bonds 
and 1D the note& exc~pt t or the nev three quarters 
'Which are tor sale but there 110at or t h e sales are 
agatnat svapa~ they vant to eell t he notes and bu7 
eo• or the longer 1asuea and they're do1Dg their 
aell1ng nrat and going to do t heir buying When 
the)''ve ooorpleted some or the ael li.ng. But even 
there the -net baa taken care or it and handling 
1taelr very vell. 

!banlt J'OU very 11Uch. 

On the e:zctwngee there'• nothing doing in Dan1ah 
&114 JlorWeg1an, pretty vell cloeed down. '!'be other 
exchange& have been under so•• preaeure but nothing 
eerioua or a1ara1ng. 

~ -nt on .:r et.t e11ent on the Br1tUh pound' 

At 7oal' oonf'ereDOe yeaterda)'t 

l R.JC • .Jr: Yea. 
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c 
8: 

8: 

B.M.Jr: 

8: 

B. M.J'rl 

8: 

l!.l(.J'r l 
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Y••· All4 Ulat 1t va• fa't'OrablJ reoe1n4 aa4 IIICIIIII 
that DO peat -•I'll or WOI'I'J at the -nt aboat 
Vbat'• happened to the pound. 

t oan•t find aDJ• 

llo. 

l oan•t find aDJ• 

Vall t tbillk that vae tlbat the urltet felt beforehand 
aa4 UleJ felt ,our etate11ent oont1r.ed 1t. 

o.r:. Let .e ltDow 1f aDJth1JI8 happene. 

All rl.ght. 

~JOUo 
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H.M.Jr: 

Operator: 
RoneJ.d 
Raneom: 

H.M.Jr: 

R: 

H.Y..Jr : 

R: 

R. M. Jr: 

R: 

H.K.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.JM 

Hello. 

Mr. ftanaom . 

All right. 

Ronaldt 

Yea. 

Oo ahead. 

312 
Aprll 9, 19Jio. 
2:3\ P·•· 

It tor an7 reaeon 70U oan•t reach me While, during 
the next tvo veeke, Whil e Bell ie ava7. 

Yea. 

On the OoYerneent bond market. 

Yee. 

Do 70U know Eddie Bartel tt 

No. I know vho he ia. 

Well, I'll send him oYer t o shake banda and ea7 hello. 

Will 70U do thatt 

When oould 70U eee himt 

Right nov. 

He ' ll oome right oYer. 

All right, thank JOU. 

And - well, eu~e1ng he' a there at three, I want -

!bat'e all right. 

He'll be there at three o 1 oloolt. 

!bat's tine. 

And 1t an7 time 70U oan1 t reaoh me -

Oo~oate v1 th h1•· 
Re'• the bo7 to reaah. 
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c 
R: 

H.M.Jr: 

R: 

1 111 4o that . 

Pleaee. 

F1ne. 

313 
- 2-
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( 

c 

H .~ . Jr: 

Operdort 

H.li.Jrt 
Alan 
Sproul: 

H.M.Jr: 

8: 

B.K.Jr: 

8: 

H.M.Jr: 

s: 
H.l'.Jr: 

8: 

H.M.Jr: 

8: 

B.IC.Jr: 

8: 

H.M.Jr: 

8: 

B.K.Jrt 

8: 

B.M.Jrt 

1 : 

• 

Bello. 

Mr. 8proa1. Oo ahea4. 

Bello. 

Jlello. 

Al.ant 

Y ... 

314 
April 9, 1~. 
2:35 p.a. 

It t or any reaeon J'OU oan1 t reach ae during the next 
two veeka, While Bell h .... ,., Eddie Bartelt 1• 
so1ng to loolt after the OoYel'll!llent bond aarket t or ... 
B441e wbot 

Bartelt. 

Bartelt. 

Yee. 

Row do J'OU apell thatt 

11-&-1"-t-e-1-t. 

B-a-1"-t-e-1-t. 

(aa14e: llbat' • 70ur t1 tle !ddlet) 

All. r1gbt0 1t I oan get J'OU I ' ll get 1n touch v1th hia. 

Be'• CD..taa1oner ct Account• and Depoa1ta, the .... 
poa1t1on that Bell held. 

Y ... 
You_, 
Y ... 
I aean h•'• Ooaa1aa1oner of Account• and Depoa1ta, 
he'• taltan Bell'• place. 
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( 
R.¥.Jr: 

S: 

H.H.Jr: 

S: 

H.l·!. Jr: 

S: 

R.''.Jr: 

s: 

H.H.Jr: 

S: 

H.U.Jr: 

S: 

315 

- 2 -

And 1t tor any reaeon you can ' t reach me, talk to h1a. 

I'll do t hat. 

Please. 

I was talking to Rouse at Dallae about noon, and Dan 
wae evidently 1n the room, eo I said hello to h1m too. 

Yea. 

Re asked how things were going and he aa1d t hat you 
knew Where he wae and where he could be reached and 
he was at your eervioe, but he eaid you knew that. 

Dan has earned h1e two veeka and I want him to etay 
away. 

Well -

Re can't run the bond marke t tron Dallas. 

No. Well he just , ae you would expect , telt some 
concern, but he knew t ha t you knew where he was 
and 1t you wanted him you ' d call h1m. 

That ' s true. 

o.x. All right. Thank you. 

Regraded Uclassified



H.M.Jr: 

Operator: 

R.M.Jr: 

Dani el v. 
Bell: 

3 . !-! .Jr: 

B: 

H.M.Jr: 

B: 

!!.M. Jr: 

c a: 

H. !·! . Jr: 

B: 

H.l(.Jr : 

B: 

l!.l{ , Jr: 

B: 

H.1~ . Jr: 

B: 

!I.M.Jr: 

Yea, 

Go ahead. 

Hello. 

Hello. 

April 9, l9l!o. 
):00 p.m. 

How1 e the climate down theret 

8irt 

How 1 e the climate down theret • 

The climate ia pretty good, It i an•t real hot. 
It's kind ot cool, but it's •ery nice. 

Uh-huh. 

I t looks like t h111 tallow Hi tler is cutting up a 
l1 ttle . 

He sure is. 

Anything you want ot met Do you want me to come 
baokt 

lfo , I Just -- I Just want a little -- some ot t hese 
understudies, I don 1 t know where t hey are. 

Val l , I expect that Hadley would take oare ot that 
situation while I was away. 

Yae, but who wouldhe talk to' Supposing I wae eiok. 
I vae lick all laet night . 

Uh-huh. 

And 1t I hadn ' t showed up this morning, who would 
he haTe talked tot 

Well, he ' d ha•e t o talk to whoeTer is Acting 
Secretary. 

Well, supposing ••••• • 

. . 

316 
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B: 

!!.M.Jr : 

B: 

H. V. .Jr: 

B: 

R.M.Jr: 

B: 

R.J.!.Jr: 

B: 

!! .M.J r : 

!!: 

!I.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M. Jr: 

B: 

- 2-

If you weren• t there then 1t voul4 han to be 
O..aton. 

Well, and what the hell dou Outon know about 
Oonl'lllllent bondet 

Well, I don 1 t think we' n got nry IIAIIY people 
around the Treasury that follow the Oover1111ent 
bond aarltet . It' e too apaeaodlo for them. 

317 

Yeah. Well, I wa en• t going to oall you, but I 
Juat felt that -- a man by the name or -- he ueed 
to be ColllllieUoner of Aooounta and Deponte, alva11 
told •ll there e!)oul4 alway• be a Oirtl Service fel
low around that ltnew everything that I vae doing • 

(Laughe) That knew about it. 

Yeah. 

It new about it. 

lrnew a}lout 1t. 

Yeah, 

• 

And 'llt!en I wanted eomebody to know about 1t I we 
kind of high and dry. eo •••.•.. 
Well, you eee the reaeon Vby I don't want to go 
away on a vacation. 

Well, you - - you're all right. I'• going to u .. 
lddle Bartelt. And ...... 

Yeah. Unfortunately Edd.ie doean•t follow the 
aarltet. 

Well ..... . 

Moetl7 he oan probably lteep you ad~eed of 'lltl&t'• 
going on throusb Hadle7• 

Yell •. ...• 

You aee, he'• out or t ouoh nth the ll&l'ltet. 

• 
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H.'l.Jr: 

B: 

H, M,Jr: 

B: 

H.II,Jr: 

B: 

!!.!o!.Jr: 

B: 

c H.M, Jr: 

B: 

!!.M. J r: 

B: 

R. l-!.Jr: 

!1: 

H,Y.Jr: 

B: 

H.'M.Jr: 

B: 

t R.M.Jr: 

• 

- ) -

Jlo, ba~ he'll be 111 touch. !'he polllt -- the polllt 
1e I dOll'~ kao¥ Ba~ohelder and I oan•t ••••• 

.. .... ~bree, tour or tln liOn the. He oan keep :rou 
adrteed. 'llba~ • e going on. 

Yell, I oan•t - -I oan•~ -- I hann'~ go~ u 11e to 
ge~ aoqualllted v1Ul Batchelder. 

Yell, he•e !leV. I Juet brought h1ll doVII. He' ll 
be all r1.gb~ 111 a few 110ntha but ••.•• 

Yell, I'll le~ ;rou •• ••.• 

... .... he•a bee11 there a l ittle on.r a .,nth. 

I do11' ~ ll1nd break1ng 1n a a pa1r ot new aboea t or 
•:r eon, bu~ I do11•t want to do 1t tor :roo. 

Yell, I •a aorr:r that :rou had to oontaot h1a at thU 
tiM. 

Well ...... . 

A~ thU earl:r date. 

Vhot 

Batohe1der. 

Yell, UdJ.e Bartelt oan take oare of it for two 
veeka. I don't want :rou t o ccme baolt. I want :ron 
~o ge~ a reet. 

I'll. o~ baok an:r tlae l'QU want ae. 

It I Deed you, Dan, I'll eend tor ;rou, aDd don't 
hang on the ~e1ephone. And 1t I need :rou I'll 
1e~ :rou lmoV. 

Yell, o.x. You do t hat , vlll :rout 

I -.on•t heel tate to aend t or ;rou, but ...... 

ADd •:r eeoretar:r there li:Dova wll.ere llle can get; •· 

But 110bod)' aroUDd here aeeu t;o tmow an)'th1Jig about 
Oon~~ bolide, and we had a bad da;r, and thell 
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B: 

R.M.Jr: 

B: 

H.M.Jr: 

!!: 

H. li.Jr: 

!!: 

R. H.Jr: 

B: 

!!.M.Jr: 

B: 

H.'l . J r : 

B: 

H.M. Jr: 

B: 

B.'f.Jr: 

B: 

3!9 

- ~-

th1ng8 recoTered, and after the:r r econred I e .. , 
for Roi'III&D 'rho~eon and laid, •Well, Wbo wou14 
look after 1t it I vaen•t beret• 

!Jh- huh. Did be ea:r Batchelder! 

Yeah. 

'He didt 

Yeu. 

Well, I would rely on Hadley tor that , and the 
other fell't)We around there at tbe present t1ae 
can't do 1111ch I!JOre than report to :rou What HacU.ey 
finde out. 

Well , if :rou don't mind, Vb1le you ' re gone I'm 
going to uee !dd1e Bartelt, who I know. 

That •e perf ectly all right. 

And then When you come beck :rou can continue to 
break i n Batchelder, but I don• t want to break bia 
in. 

Well , I - - I, ot oouree, wouldn't want you to. 
That • • qul te a taek to aek ot :rou. 

v._u .. .... . 
. Vall , tbe market 1eeae to be pretty good. 

Well, lhe snapped back on her own ~ ehe' • all 
r1gbt. 

Yelh. 

And I'Ye -- I'Te fixed it up, but •• ••.. 

Bob llouee , :rou know, il here v1tb 11e. 

Re Ut 

And he • 1 been -- .,. • Te talked to - he ' • talked to 
Allan Sproul th11 aoming 1enral t1aee. 

. . 
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H.I!.Jr: 

B: 

H.M.Jr: 

B: 

B.M.Jr: 

B: 

R. !4. Jr: 

B: 

R.M.Jr: 

B: 

R. I!. Jr: 

B: 

H. l(.Jr: 

B: 

B: 

R. X. Jr: 

B: 

- 5 -

AD4 70u· aaid hello to Ulan. 

And 1 aa1d hello to Al.lan. And ••... 

1 know. 

•••.•• When he talked to 70U that I v ee aYailable 
to co- back. 1 intended to call 70u ton.1gbt . 

Wov if 1 want JOU, Dan, 1 v on•t heaUate to ca11 
,ou, but nov don't worry and if I g1Te eo- of 
the boya around here hell after tbe cneu 1e oTer, 
tbat'a ay pr1Yilege . 

'l'hat'. r1gbt. 

And they lhouldn ' t run and call you up .,d tell 
you right away. 

Yell, I vee going to call you tb1e eTen1ng to eee 
Whether or not JOU wanted ae to talte tb1e n.1gbt 
plane out of here. \'here ' • one lea"rtDg at tweln 
o 'clock. 

Wo, 1 don't. 

tt gete ae in there toaorrow 110rn1ng. 

Wo. We're all right eo far. 

u .. bll . Yell, we're certainly en j oylng \beee con
teres 11 and 1 thlnlt enrJbod:r U getting a lot of 
good out of them • 

.Ul right. Wow, don't dr1nlt too IIUCh grapetrult 
ju1oe • 

• • • • • . different way of doing bue1ne ... 

Don'' drlnt •••• .. 

••• • • nr:r helpful. 

320 
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H.Jit.3r: 

B: 

lt. M • .Tr: 

B: 

lt. M • .Jr: 

- 6 -

IIIIa'' pt lato •:r orap fliUe• · 
Well, I 4on•' •hoo' Yel')' goo4 orap. 

o. 1[, 

All ri«h'· 

OoollbJe, 
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H.M.Jr: 

Operator: 

H. M.Jr: 

George 
Harr1lon1 

H.M,Jr : 

R: 

H.M,Jr : 

H: 

R.M.Jr: 

H: 

H. M.Jr: 

B: 

B: 

B: 

R.M. Jr: 

B: 

Bello. 

0o ahead. 

Bello. 

Yee. 

Allrll 9' 1911<> 
311- p.a. 

011 the wbole· we••e ba4 a pret t:r good market aoet 
ot the 4&7. 

So I he&J'd trow Allan Sproul. 

Pr1oee ha're 4r1rted ott •••. .. 

Yeah. 

322 

•••••• a little in the laet fifteen or twent:r a1nutee. 

Yeah. 

An4 tbe:r•re 4own apin now t o about the lowe of the 
4&7· 
I eee. 

!be:r ba4 sou up, ob, u auoh ae eu-thirt:r-eecoode 
abo're the low. Bat the Ml"kkt 11 et111 orderl:r 
e'ren tboagb 1t loon a• though 1t ullht drift a 
little lower between oow and t our o'!Oloclt. It 

hae been, oo the Wbole, a ao4eratel:r heaYJ a.:r. 

Yeah. 

!hat there are oo big bloolte ot anything hallg1ng 
o'rer the ..net. 

Ooo4. 

lzoept a few oot .. Where eoaebod:r 11 ready to .. u 
at a price. 
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H .~.Jr: 

B: 

R.X.Jr: 

R: 

H.v.Jr : 

H: 

H. 'I!. J'r: 

H: 

H.!(.Jr : 

H: 

H.V.J r : 

B: 

s . v..Jr: 

B: 

H: 

H.V.Jr: 

!!: 

• 

323 

1lb 1 ... 

AD4 I aoa•t tll1ak a.ro:re eo~ abowt -~. 

Yell, DO'bo4y
1 e pttJac U. ltdl ~ '-7 -~. 

are t'-7. the Bau'll or •••... 

Ob, lt m. liMa :r;mt~ --~ ..a u.re haw liMa 
-pre«J' -u ... jJU1 z ·---' at u. aa7 bJ' M'I1JISII 
baDka -.4 '" & I ·~-· 
17o, I - - I - ,_. t'l'1no18 aa.a bare lA 
Yalll.lJigtoa Oil Ute f'1 ' al. lkm ua Bouo4.. 

Ob, lord 110. -· - a. ~ t!w)''ft 'bee1l ft?7 .. ll .. u.n.a W1U:l tt. 

Goo4. Goo4. 

llo, I ha,_,, bee:rlll aaftwio17 ~·t 1t aa4 I ~·t 
oertat nl J'. 

Yell • • •••• 

Yell, I JuSt -tea. J'O'I Co 1.- bow lt 18 aa!, .. 
I •J'• 1t -7 SO ~ bet~a~Mot - 8114 f'cnlr, al.
U:loagh the 4eel.-~ el.oae ~ at roar. 

All ~t. U4 ~ .U rl@,tlt 011 t!!oee '
ocnmtrtea Oil tbe f'-19 ._._..., 

Ye11, you - 12Je -~-at~-
Yea, 1t r..a ~ -.11, 

AD4 I tboii@ht 1t rae4 all~· 

n-. 
I 1et 7011r Bam ua ~ Jl*~ "-"' aboat 1 t. 

Ooo4. 

lo I t.h1Jik - .,_..a ~

All J"t&ttt. 

• 
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~= 

!!. 'I( • .Jr: 

B: 

• 

_,_ 

A.ll. 1"13bt ... 111'7. 

'!!laak ,_ t'or•ll • '!If. 

1\:NJD:;a. 

324 
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April 9. 19l!o 
3:30 p.a. 
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Operator: He'• Oftr 1n Ill'. Cochran • e otf1oe . 

B. K . J r : Vbat orr1cet 

0: 

R. lf.Jr : 

0: 

Wr. -- wa1t a .tnute. 
Ill'. Cochran • a o r tt ce • 

llh1ch ~ 

(Pauee) 
I'll get h1 m. 

Here lD Vaeh - 1n our bu1141ng. Merle Cochran. 

!!.l':.Jr : Oh . 

0: 

R.~.Jr: 

0: 

Ed 
Foley: 

!!. " .Jr: 

r: 

P: 

B. X.J"r: 

r : .. • X.Jr: 

(I-gbe) I thought 1t vae Tom Corcoran, too. 

W.rlet 

Yea. Juat a a1nute. 

(Pause) 

Ill' • 1'1:1 ley. 

Yea. Ill'. Secretary. 

Ba'ft you heard t roa Cah1Uhov he ' • getting along 
W1 th the Sch enk caeet 

'lo. I h a'ftD' t. I'll check up and g1Ye :-ou a 
report. 

Ooul.4 l'QU not only do that but cheolt up on the 
wbole twentieth Century Fox bue1nea at 

Yeah. I•ll g1•e you a r eport on the llhole t h1ng. 

OD ~e Whole bua1neea. I aean, Jue t Where 1t 
etaa4a. I th1nlt there were f our d1Y1e1one or 1t 
ee I ret~~,.])er. 

!bat•. r1pt. 

Aa4 I -- I'd l U:e a r epor t on 1 t • 
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c 
r : 

R.M.Jr : 

r: 

H.M.Jrl 

P': 

All 1'1pt, 

Rea•onabl J • oon. 

- 2 -

Yeah, I'll 4o U 1'1flbt awaJ, 

bcJ then a little later I _, to ••• 1011. 

o. 1:. Ooodb,a . 

32G 
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Operator : 

u . v . Jr: 

0: 

R.X • .Jr: 

Herbert 
Ge.eton: 

!J. 'I( • .Jr: 

G: 

B.K. J'r: 

G: 

!J.1( • .Jr : 

G: 

B .V. • .Jr: 

G: 

H.X • .Tr: 

G: 

H.1f. J'r: 

a: 

• 

I •a getting Xr. Geeton or. toP 7'011. 

Hello. 

I haYe P.P. Gaeton tor 7'011· 

!'banka. Hello. 

Herben •••.• 

Tee. 

••• ••• I v1eh you ' 4 hol4 7011Z'Hl1' reroonatble to 
haYe the people rea4,. 1:oll1B':It 1A o.aM tbe Prea1-
4ent 4oee get out IU>OtbeP ~t1on all4 -
haYe to get '110r4 to the cue~ people. 

Tee. Yea. 

I wUh ,-on ' 4 notl ty the 'I'U'ioaa peop1e. 

Tee. Tee. 

Aft4 ••••• 

Yeah, P'e1418P - P'e14ler U at -rtt 4ra1't1Dg a 
t elegraa DOW to so to Ca"- all4 I ' ll - that 
1:ha people etaD4 by, both Ooaet Oaa:ro! am! CUe~, 
to traD•H 11:. 

AD4 -- and let ~ Harr1e 4o a Uttle - I -· 
there'• no rea- Why be aboD1411 ' t bol4 ap Me 
OVD eD4. 

Yeah. Yeah. 

I t theft • e e~th1.11g to 4o to~t 1II.T iiiiDal4D' t 
he be aroUD4. 

Yeah. All r1B':It, I'll -- I'Ll baD41e 1t ~ 
JlaeU. 
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~= 

C: 

• 

- 2 -

!!-_· I - . ~• 1 ... wa.t - ~ _.,.. :be ~ - ,.,_ c1a,.. • -k. - ~-

~-- :D14 l"'11 ~ Ulat ~ ~~· w .-to the ba~ta1 tor- <J ,.,.,t.. opera
t1- th1a at'tenoocad 

WD. I 414D't kBaw u.t. 

5:)0 t:hla at'tew. 

:r•. ~-

228 

011 ~t - OD that f'1 tal wJ;tp :liD "!VVI -t 
to .-D _,. oleeJ.atoa tt:1e ~ • • allmri ~tt1.11& 
~ t.D~t::her' 

WD. X !leWD, 1 t • a ~ t:a-.s - ..no. AD. t!!e 
tartBp are blockeol. !11&7 ~ an. ibeml ~ 
.-zoe ot'. !he~ -• - ...., t:be Ucl:er. 
I 4111 1t t::hro• Geozga ~ 

1!Jb • 4. Yell , they•n "1 t e. !bd- 1ID - u to 
U. a1 beD1 c• t'or w!tat. b - .eat :ta .,. .... are 
pJ..Dg w be :perBIJ.nH. am! - 41111. b a.e 1'1lt"are, 
or 1• tt Ju8't a te ; tat)' a::: & u 

YJNh. 'lib-hUh. 

a.a I ao:a•t -.at to ao ~ :!'lor a ~ ar •· 
~ I - I'• 1!0~ to ! " • J.t ::0 1 "1' -.! J<l'll 
- tell. Uwt to !ler:la-

~-
n·· ~ tabll oare ~. ~ a:s. ....., ••• 
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G: 

H.Y • .Jr: 

G: 

::. •.J'r: 

G: 

E. ,. . J r : 

1:: 

:: .~ . Jr: 

G: 

G: 

G: 

!!., . .rr: 

0: 

'!!.X • .Jr: 

• 

329 

- ) -

•• ••• ••• the tore~ eYA~---- 00 ttt wtlat.-.er !:.1e 
1 

- ..._....... :m ee -- Mr. 
eo 011 • - '• _IUUiounced, &Dd s o forth an4 

'!be f'~ ~e oolllll ttee' 

Yea. 

But 1.f' Ber1e Ya!lta to talk to 1M! ftbout 1t tell 
b1ll to co- o-.er ea4 eee - · 

Yeah, Jeab. But •• far ae any other stepe are 
-en.ec~. wh..• ,.ou' 1 l - You• ll call any meettnga 
OD your aim 1Jil.t1&Uve. 

It•e - tbere u-e DO !leettnp to call, Herbert. 

-.u. I t!lought :rou ft-.1.4 wmt to work out ~ !letbocl 
ae to Ja•~ - ae to what ~ta 70u wou14 
&llu.n-1 R t aM • •••••• 

We ha'ft &Dthortaed UloM Whlch were Dade before 
tble. We•re ~ U:oae now. 

Well thea tbllre'e the queatlon or the conttnutng 
ez])eD8e8 of' the 1epttona ancl the con.ru1etee, en4 
I eaJI!'OM there ~be - other treneacttone 
- 1.p tlat -- that ,ou ftul4 want to pan on. 

Well, I 1la1Jik V.t WbeD we pt that I thtnlt I'll 
Jaet be.n e 1 t between Ru't"laon aDd ayeelt. 

Yeeb. '(lit huh. 

&al '!f.-18 CDobNB· I aoa• t .... to need anything, 
Pill ~ r•a ta aaabt about ~ 1lbl' r•a - tt 
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a: 

H.M.J r: 

a: 
H.M.Jr : 

G: 

R. M.Jr : 

G: 

H.M.Jr: 

H. K.J r: 

G: 

R.M.Jr: 

H.K. J r : 

G: 

B.K.Jr : 

G: 

H.M.Jr : 

G: 

H. M.Jr: 

G: 

H.X.Jr: 

• 

- ~ -

~tecta the l egation or oonaulate, I can aalt the 
State Depart .. nt. 

Yeah, yeab. 

I tb1nlt we' ll Juet l et the th1ng ••• .. • 

Juet let u . .. .. . . 

I don•t heed any commit t ee. 

Yell , tbe:r'll co~:~e t o :rou aD7'fa:r. 

Yell, U llhould. 

Yelb. I ~~ean t o sa:r Vhen i t the1r -- Vben their 
finger• get pi nched t hey' ll -- the •••• •• 

It t hey can• t get aome mone:r the:r• ll co• to • · 

'l'hey 1 ll come to :rou, yee. Yeah . 

It's not-- it•s not Tery complicatlld. 

Yelh. Ull-hm. 

I' a not aucb ot a f ell ow on committeee, as :rou know. 

Yeah, yeah. 

But let ' • see, huht 

Yeah, ;reah • 

.Ul r1gbtt 

.Ul right. 

I'll be boae t onight. 

Uh-hub. How are :rou teel1ngt 

I teel a 11 ttla batter, tbanlta. 

Uh-ball. 'l'hat I I good. 

Blat :rou __ :rou tell Bull Harrl• ::r~ ;:::,!;!l.e 
aD4 let h1a baDUI -• ot th1• • • • 
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R.!<.Jr: 

o: 

!!.M.Jr: 

G: 

H.~ • .lr: 

G: 

- 5-

Yea. ..ll, he Will. 

I-. there•• 110 Peaeoa wb)o,.,.. ~ ha~ to 
4o u all. 

Yea, ,... !be thiJijp, •• flU' •• o1--.a IU'e 

eoao-..t, theY're all be14 up tor a. m-ate, 
eo I -.ppo" ._. ooa14 pt oat u.e te1ea: ~ 
I'OIW ~ag. but u u•e o1M.l"ll4 toa1atst u wtt.u 
be better to pt U oat toa1atst aa4 heYe n oa 
Ulelr 4e.U Ute flret thlllg 1a Ule aoJ'IdJI«. 

I th1llk eo. 

Ye.JJ, J"h. 

I 1:b1llk eo. 
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15:1roe&IVM\ 
... Yes 

Deer .... c.au..., 

Y...- ... ...,. tna - Secre~ 11ae '-- ..n.c a .,... ~ 
la lllr II1Jol a.- ,._ - l' to -· 

fta\ 1 loan UTl- a\ ..._ U.. la&YUallla ,U.Uc1t;y at 
17U. l'el>~ wiota - n ........ ,be cmlar ..... .-. h Ula\ lllr 
..,. .. _. ... ehoal.& ,..., .... , lato .U•- u4- ol>.-..tt;y, .. _, 
U poealUe, people laW...e- la - -.rb\ ~t raU.... f orp\ 
-'-' • or at laaat lo• laW...et 1a • · !!oat ala llae , I -., 
Mea pre\\T ... u at\alM4, aa 1\ 1a ..q nral;r _, u..re 1e -
...r..-.- 1a - Pnaa to llrUl* •lllJoc,-apl\e - t~a. 
lie an tobe _, ,.. oaa to loan - -- "•'be rap - aa a 
pl- ot raau., .. aa to ~ la-\ la l\, 

llow oa - - U.. at u..p\, I aa n\bar ~-- law\ 
aa •• \-\\ wo~ loan to M to~ '-7 •-•al,. ---.. 
-t-Ulat ... - oc.ple- - Mle ot cer\ale ~e--te, -a 
act aa a •''-'•• to la\eraet la wllat I ..., dolac, u4 to -nllla 
lefen-e aa to - oUlar ~ Uee ot whlch 1 aa b cllarp. -
- laallaaUoe lo "'1'7 e\roi!ClT '->U laUbe aleaplac 4op Ue, 
••be _, - aJ'Ioot la la .. pre-\ - ot ...__ -'-' _,I ..... lac. 

1 .-u ..,. cra\ehl u ,._ c..u tl..t .. _..-v • 
.ual\ U.ie pola\ ttl .tw \ o llr • ..._..-. • llae- • lr:lal
llalptal to • par••"7• u4 • wU& 1a u. a4.toe loa- P .... -. 
_, I UalUa DOt aco.p\be hle .tww at -· liD\ I t .. l ..U.... 
·~ _, l\ .aT l>e f.aecerou to eu..lt.\e la\a!'ao\ la rq ..,Dew 
'-7 perloUcal emrn et a ot _, - - a ccoep11eloa4. 

Y...n el_,..l;r, 
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liB PUBLIC IZB! 

B.M • .Trl 

Sullivan a 

B,K,Jrl 

Sullivan I 

B,X. Jr: 

S11ll.1 ftll 
Fol.,-
Bartelt 
'nlaapaon 
Broughton 

So1'2'7 to keep :rou waiting. I aa aU11 waJ.t1Dg 
ror a -u t'rola the Pr .. fdent. u I ean get 
it, I will aak :rou gentl-n to atep out. 

I -.de certaJ.n ohangea 1n that ata~t th1a 
.,rrdDg 1n rl- or what hap~ 

I aa not go1Dg to read it, ao -

I underetand., air. I w11l take that COJIJ' Uld 
~ the deletions. 

Please. Well, bow are ,.ou debt bo:ra gettiJ38 
a1algf 

Bro\18btonr All right. 

H, H,Jrr 

H.M • .Trl 

Bartelt a 

H.M.Jrl 

Bartelt a 

11!.0 1a go1Jl8 to ta1k, wbo knows what the debt 
1a! 

B&Ue. 

I ~.eke a general atat-t, I:r. Seeretar'J. 

Oo ahead, Ecldia. 

OD the baa1a or the t1gurea 1n l»U budget, tbe 
deficit on June ;50 110uld be,... been wUh1n 62 
.U.llona or the •s bllllon dollar lla1tat1oo. 

Sa:r that again, alowl:r· 

On 1be baale or the lQG budget , the debt at 
the 81111 or 19fl woul.4 b&,. bee within 62 
111111ona or the •& bill10D dollar Ua1tat1on. 
'Jh1a -· pre41c&ted OD the aa.,..,tJ.OD that 
t~~ere would be a44J.t1ona1 u-a ot ~ mUJ.on 
aD4 the balance woald !'aD 4-. to about 8'1• 

111ll1on· 

OD tile b&a1a or the .111iprond tax oollectloDa 
J.n llarcho it DOW appear& tbat U. Sac I .... 
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( 

Ea.rtelta 

Bartelt! 

I! . Jt. J r: 
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N'Milue , p lua reduc t1ona 1n ez;>endlturea, w111 
j uat about e q\WJ. the 460 111ll.1.on dollar tu: 
a a reco~~:~eDded in the 194.1 ~t. 'lbe ba.lance 
of the debt l bdtat i on on llarcb ;u, 1940, - • 
2 bllli on 2 67 l:l1.llion . On the bub of the 

33c; 

cash poeit i on f l gurea, that Y11l be reduced b)' 
one b i llion 631 llll.llion b y De~ber ~1. next , 
br1ng1ng the balance o f the debt 11Jdtat1on to 
Decaaber 31 , 19,0 , down t o 636 ,,,,.,.,. of dollars . 

Now, that i s al. so predicated on t!>c a~.,...,tion 
that there will be a bout 200 ::nHcn dollars 
o f financing between thiJI tiza and Dec:erl>er 31 . 
In other words, the pic~ loOks a Wbole lot 
better now than it d i d . 

liow look, what I woul.d 1.1.1re 10" to eo 1e t!l.1a , 
and :;: would like to have i t tb1a afternoon. 
Neve r ll1nd about the 1'1.n&nc1nc; or~ else. 
I woul.d like to write the PreaJ.d-t a letter 
a long these line a , aizq)~ aa~ that baaed on 
your budget , co\Dlting on ta:&aa and countln6 on 
the 700 mU.lion doll&ra , )'OQ a ee, the p i cture 
locka now as o f December ~1, 1940, •• follows , 
and aa of .t.pril 1 , 19U, aa followa, and Decll!:l
ber ~1. 19.1, a e follows , am than have thai 
UDde r t h e line, aee . 

Yea . 

.t.nd then - because we have no reason to believe 
tbat be isn't going t o - I s&J Uds goes on the 
a sataptian we are goln;; to ge_t ' 00 w1ll1on new 
tu:ea and the 700 wUHon dolla..,.,. f or the o the r 
thing aee 1!:la t doom' t - az>d then I woo.ldn ' t 
aaJ a~y~ about t h e wo:dtiJ>,g balance. J'ow, 
i f ou want to s&J' ao-thiJig about tJ;- -:o:dtlng 
~ee in t he ,_e l e tter , which I con t th1.nk 
1a up you can aa y tha t aa t o the 'l'rea.sury 
balan . n aurlng an refUDdl n g tbe .l- 15 notea, 
the 3e~ ~/Btha - l a that wbat tbeJ erst 

Ye a . 

R !UDdlng tho ae into a note or a bond and not 
O::unt lng on asking for us:r addUianal. 111011<0Y • 
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c E.W.ha 

H.K.Zn 

Barteltl 

(_ 

• 

-a-

0'111' ba18Dce 011 De-ber ll1 woul4 be bow •eM 

(At th1a point a telepbcme connNat1an -• 
hel.d with liP. Oeorsa llarr'ieon eancerntng 
llorwegian and Daniah •e-ta 1n tbJ.a eount1'7) • 

!h~ ..ntad to 1ncl.ude Swaden IIDd P1nJe"" and I 
~ no, becauae lt juat throwe a scare into 
the people. 

ao ahead, Eddie. 

336 

Jlr. Sa ere tarT, I thldc yoar balance Clll Dee•ber 31 
~ be pretty lew U 'JOU elhdnate a11 financing 
between now end tte en4 or the J81&P. 

~lowt 

It will be down to 500 - well, 1t would be down 
to S56 ldll1ona. 

All r111lt, then I would &44, "'l'borerora, 1t ••
to - gooel bualnoee tlat between now IIDd the l!lat 
we borrow 1n tbe no111lborbooc1 or another 500 
11111.1oc dollare. • 

'flat woul.d be .00 en4 600f 

I ~ ea7 that betwe• now and tho t1.rat or the 
year we would bo~ 1n tbe na111lborbood or, or 
approxs-te1,., 500 w11lton, dependl.ng on~ rut 
tbe _,. 1e spent bet .. ., ~ and the 31st or 
Dee her, bat that si"u h1a a p1eb:u'e. 

Do JUU went to say ~ about the ~ro'JOd 
~. iJIIu'Owad tax oolleot!«lat 

Yea. 'Ibat oo-• 1n the rlret part, doesn't itt 

'flat artecta tbe debt Ulllt. 

y ... 

du. to tbe 1Jipl'O'fed tax r..,..... - and -uco 
=t-~ _ we .t1D4 that the debt Ulllt ~ ~t 
- Decrl!er ll1- _cb, .ad taMe 11Dde-
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Barteltt 

H.ll!. Jrt 

Sarteltt 

Barteltt 

Barteltt 

B. It . Jrt 

Barteltt 

l!. L! . Jrt 

Sullivant 

B.M. Jrt 

• 

-. -
on April 1, eo lmlcb , and on JUne :50, 80 11111ch. 

That 1a or next reert 

Yea. 

19Ut 
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Yee1 De~ber :n, 19t0, April 1, 1941, and June ;50 
19U., and that 1e predicated on the two b&aee, ' 
one, that we get the 700 a1111on tree the Director 
or the lb!get - and I .,uld a dd in, "And to date 
we have not heard tl'OIJII the Director ot: the Budget. • 

I understand the:r are hol41ng contarencea right 
now IIDI1 tbe:r do lw.ve acee hopea or getting acee
thing. 

I don't know what ia the -tter with that tallow. 
I would put 1t in, "And to date we have not been 
adv1eed, e.l.thouah we .. t with him --• You can 
lock up the date. I t 1a over a month ago. or 1a 
that rubbing it 1n a little bit too muebt 

I talked to the Budget reeterda:r on the telephone 
a bout it. 

' Well, mrwa:r, you d.ratt it. It ;rou don't want it, 
don't put 1t 1n. And then go on and say that 1a 
one, that ae to the caeh balance, the pi cture ia 
ao and eo between now an4 the Slat. But that 
arreota the debt Uait, doean' t itt 

Well , it baa a bearing on it. 

'l'hen you bad better wo~ 1 t e.l.l 1n and aay tba t 
without borrowing any money, our debt 11a1t on 
Dec1111ber 31 will be ao 11111eb and therefore 1t 
aeema the part or caution or good buSiness to 

.tigure -

Prudent. 
Prudent ia a good word. "It ae_. to • prudent 

.t1 that .. haft to borrow. max'•• or 
to ~011 dollar• between, now and the Slat. • 
=t w1l.l change the pionr& ot tba debt Ua1t, 
beoauae that .,.rta1Jll7 .,uld tue care or ua, 
wouldn •t itt 
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ll&rtelt l 

H. lai, Jrt 

Folayt 

H. ll.Jr t 

Foleyt 

H, !l,Jrt 

eartelt t 

H. lt . Jr: 

Poleyt 

B. J.I. J r : 

B, N, Jrt 

Be.rtelt a 

K. lf, Jr t 

- s -

Yea, I am quite aura it would. 

Then don ' t you think we ouSh t to aa thi 
i.f we don't get the taxee , where 1tyl:::"::a u~~ 
Yea. 

I t , on the other hand --

'!here are no new taxe a - -

•••• there are no new taxe a , the pi cture would 
look eo and ao. 

In ease you don ' t get the 460! 

Now, i t you could do it - the President doesn't 
like to have t oo long lettera . I would like 
to have two ool\111Ul4. One, Cl\ the top you say 
700 million and 460 million dollars taxes , then 
tbe next column, 700 million dollars , no taxes . 
And then the third column, 1t we don ' t get the 
700 milli on dollars , but all on those three 
periods, December 31 , April l , June 30, Then 
be would have 1t right there before him. Ia 
that a good ideat 

Yea , ao be could draw the three.conclueiona . 

You could aa:y, baaed on column one, the thing 
ia ao and so and baaed on column two, eo a.nd 
eo •nd on column three, ao and eo. I th11lk 
he ' ought to have that . It it gate 1n t onight , 
I think I would like to have that on hie desk 
tomorl'OW !ll)rning. I think we have done e..,ry
thlng, haven't wet 

I think eo . 

It gi ves him the three things. Now, before 
we aend 1t , hoW about having Hal'Old lh1t h' a 
.fellow who doea debt over there , Lawton, take 
8 look at i t , the letter! 

Yee . 

Let Lawton take a look at 1 t. Let hila come 
ow r bare. Do you know h1lll wall enough! 
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H, Jr. ,Jrl 

SulliYant 

P0l117 1 

Bartelt a 

B , Ill , Jl:'l 

B, lf, Jra 
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Oh yea, he ia all rieht , 

Let Lawton oome onr and t&lce a look at tbAI 
letter, Tbat giYea him the Whole i ~--
4oeen•t itt P c • ......,, 

I a hould think 110, 

'llhe re 1a the '700 1111111cn COID1ng tro at 

Tbat 1e the capital of theae nrioua oorpora
t1ona, credit agenoiea, to reduce t heir capital. 

Parm Credit and Jaaae Jonea. 

'lbere -• a resolution paued in the Sana te 
78•terd&y, calling on the Bw1get to reduce 
those , 

I will read it to ;vou. 

• The Senate, a fter a short but spirited debate , 
paaaed a res ol ution demanding that the Budget 
Bureau aubait information on the liate of Federal 
ored1 t oorporationa Whoa• capi tal tunda are to 
be reduced. 

•preddent Rooae•elt aa1d i n hie 19U budget 
•aeage that '700 1111111on dollar• 1n u:eees ot 
•ar1oua Oovel'DJII8nt corporations would be turned 
back into the Treasury aa part of the program 
to aYOid an 1ncreaae 1n the atatutory 45 bi lli on 
dollar debt 111111t. 

•Senator Byrd, aponaor of the r eaolution, revealed 
that on Jan-rr 12 he wrote Budget Director Sal.th 
aak1ng tor detailed informati on concerning th1a 
.ove and Smith replied he waa unable to auppl7 
it. 

• Byrd a&1d on the floor that Slldth offered to st•• h1a the info~ticn later, in confidence, 
and tbe Senator rejected aucb a plan. He a rgued 
with • Jor1ty leader Bar kley , -.bo aougbt in vain 
to aotten the terwa of the reaoluUon. 

••Doe• the se .. tor tr~ Jrantuok7 mean to aa7 
tb&t the eonsre•• la not eot1tle4 to thia in
to-t1011t • BJrd aaked at one point. 
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Foley I 

B. M. Jrt 

Sullhan: 

B.II. Jrt 

c Sullivant 

B.N. Jrt 

Sullivan t 

B.ll.Jrs 

Bartelt I 

Sullivant 

B. II.Jrt 

• 
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• •• o , I didn ' t aa:r that and the Senator "'-a 
V1rg1ni.a haa no bade t: uv 
B&rkle:r exploded. • or auoh a eta t-ent, • 

How about at t aching th1a to the letter , the 
reaolut1ont 

Jfo. 

Don 1 t :rou thinlt tbat eovera the thi.na the 
drart t It gtvea 1t to ae , too. ' 

Aa or April 4, the appropr1at1ona, aeeording 
to the s-te a:eaeurea, were 81 million dollars 
under the budget and aeeordlng to the Houee 
votea, 290 million below the budget. That 1e 
aa or April •· 

Wall, do -you tiUnk we o1J8bt to tell that to 
the Preeidantt 

We ll, I don ' t know. I don't know how m.uch 
we want to eom.pli eate the general picture. 

No , I think that 1a information he ouellt to 
have. 

340 

Well, I tb1nlc it ie dgn1t1eant because eer
t&inl;r he would be influential in the conferences 
wldch are goi.na to determine whether the net 
result will be nearer the 290 m.1111on dollars 
or the 81 ailllon. 

I would put t hat 1n. 

Would ;you tne to tell him. that tbla tq,roveaent 
1n the tax revenue, plua thee• :reduot1one 1n 
expenditurea, will about equal the 460 adlliont 

No , I wouldn ' t want to tell bim. that beeau.ae 
there b&en' t been an:J reduction. 

No but I would aa:r, •por :rour 1nto~t1on, I 
w~ld tne to draw :rour a ttention, ae or April '• 
the rollowing •• tbe e1tuat1on, aa 1n the 
Sana te and the BOWl a, • but I wou.ldn 1 t - I would 

j
uat t tb&t 1n aa a aantenca - -For ,.aur add1-
tlan~Wo~t1on --• juat tor a sentence at 
the bottcla, :JOU lae . 
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Sul.linnt 

H,II!,Jr r 
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Ban JOU got tho••• Bdd1eT 
and 81 1n the Senate, 

290 1n the Houae 

0. JC, Anybod7 pt UIT other 1deaeT 
aell you a tew Borweglan bond1T 

can I 
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Treuury Dep&r-~ 
Di'rblon ot llonat&ry Raoe&rcb 

16 .lprU 1940 
De~·-- -....1939 

The A~~~er1can Allbaosador 1n Brazil hu been 
1natru~ed to intara the llinist<tr of Forel.sn 
Pelatione that Br .. U1an participation 1n the 
!lank 1e eesential and vi tal. 

I 
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Jlr.s.-

1. ,., C01111t.r1• ~- 1A pr1M1ple, ot wtd.c.b ell< .,.. nre to joiD - r...r 
bee1"ted. ~ue t!le7 r- u.. ' ;aomt. -nn. su.ee the ~ 
~t bu bee r 1 to ced. rr- 50 pa1 cart. to :zs percent b7 rn1.s1CD or 1>7-~. 
tbeae rooar are llluol7 t.o partoidpate. Ia ed.dUiaa, liaiU aDd P- wtd.c.b 
ba.ve oot unered. t...-11:- are l.i.lool7 t.o jo1a. 

Four ooumriee 1Ddiuted U1e7 1dJl. 110~ po.rt1ci~t.e - !1Te b7 DOt 
m"'"'rl.Di U;f ~ pre.-d t.o be pc:Ud~. 

J.ppi'O't'ed. .. 4 LiiiAL7 to lDdioeted. io 

will wrticipttt Partid•W Jc!t...PJ.[\1e1P'\1C!! ~ 

Brull Boli'rla Gut.al.a ArgeatiJ>a 

lleldoo Sal- l.....W.. Urupq 

Colaob1e e-ta ltl.ca llcDdurM !'era. 

Ecuador Ocejp1f::M cw. ~ 

li1cuap Bei.t1 Panpq 

o. s. p-

2. Tile capital. at.ractoaft o~ u.. ~ .uJ. ~ • r..u-. 

11" "'m' rv Jr'r 1...!15!!!! Ibm Patw:Bt 

Bru1l 50 $ s.ooo.ooo 50J $ 2,500,000 

llexieo )S ) , 5()0,000 50J 1.,750,000 

ColCIIII:Wl )0 ),000, 000 50J 1-,5()0,000 

Ecaaclor s 5()0,000 2» us.ooo 
li1earapa s 5()0,000 2» 12S,OOO 

United. Stetee ....iQ ,.QOO.OOO 50J 2.,00,000 

&are l?S $17, 5()0,000 $ 8,5()0,000 

LU:el7 8dcliu .... 
lS tl,SOO,OOO 2» • m.ooo 

Bol1Yia 5()0,000 2» us.ooo 
Salndllr s 

5()0,000 2» us.ooo 
Coat& ltl.oa s 2» 250,000 

1D 1,000,000 
Dcwfn1op 5()0,000 2~ us.ooo 
llaiti s 2» ~.-
p- ..JQ Lqp QOO 

50 $ s.ooo.ooo $1.,250,000 

Prab "'• tote1 .ptal.a 
sn.soo.ooo $ 9 ,750,000 
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Diviaion of llonetar)' 

Research 

J . Chief alteratioaa 1n t.be By~ aince eulaUeion to the govemaents1 

a . Recluction 1n down-~nt on lllbecript.ion1 

Instead of requiring SO peremt of i esua price to be paid up at t1ae 
or subecript.ion, it wu decidecl that countriee 1n Groupe A a and c 
(elllaller countriee) will be allowed to pa.y 25 percent down' in' firet year 
and 2S percent in aecond yearJ balance to be callable at discretion of 
Board. 

All al tematin reTiaion provides that larger countries (Groups D E 
F, G, H) wOIIld. pay SO percent first year, 25 percent second year, 25

1 pe;._ 
cent thircl ,ur, whlle Groupo A, E, ancl C wculcl pay 25 percent annually 
for tour YMrs. Tbia aa:r be presentecl to tbe ·plenary seeeion it 
11r. Barla, when be aOUDda out tbe e..Uer oountriee not present at t he 
100eting ot Aprll 8, t1nc1e that they prefer i t. 

b . Operationa under two year N turit71 

•J.ny aucb loan or credit huing a Mturit7 e:xcee<IJ.ng two yeors to any 
such fiocal a gency, central banlc, political eubdiviaion, or national eball 
be guarantee(! by the gove!'llment thereof. And •• • U11f ouch loan o.r creclit 
haYing a Mturity not exceeding twc yeare ehall not be made or grantecl 
to any ouch f iscal agency, central benk, political eubdivieion or national 
it the government aakes a timely object ion.• 

Tbia type ot clause requiring govenuoent gua rantee on maturitiee 
exceeding twc yeara and forbidding operations under t wo years 1! tbe 
govenuoent ukee a t imely objection hae been addecl to claueee dealing 
with dealing• in obligations and eecurities, guarantee• ot c.redite and 
l oane • d.• trooa Ul1l source to govemaent, eto . , rediecounting and die
count-ing. 

c . Ext.anaion oL actiao.s requir'in& 4/5 ujorit7 •ote• 

Ext.anclad to incl11de selection and r880Yal of p.reaidant ancl departilent 
beada, deteJ'IIinatiClCI of depertMntel orpnisation, creation and dis
continuance of branchee anc1 agencies , guaranteeing availabllity and rates 
ot CtChange or currencies of participating son,...,ts, pe,...,.,ts of 
interest on dapoeite of co•ern.enta, ate . 

4. Various ot her cbengea were • de l 

a. In tbe charter• a W\lliiiliOUB wte of rep1 .. 10ntatins of all tha 
participating govemaeote (and not •rely unaniaity or vot es erth e ball 
be required to increase or daeraaa a l!1nilllm holdings of partie pa ng 
gonmaente, or to UMld previsions of by-lan relating to aanner ancl 

affect or aak1ng of tt.ely objection· 

( b . Shall be at bast 0118 branCh or ag.,cy in _..rr participating countr)'. 
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Reaponn to tbe q-tioD a""-lttecl to tiM Merio&D Rep.bllcaa 

Do 10il ba.,. a .f\!M 1 tal object1CD in )lrlAciple to tba doc-t.o 
Hlat.inc to tbe lnter-Mericaa Bank which lllflbt prnent JOil ~ 
edheriD& to tbe )IJ'Opoaed OODYentiCD? 

Bra•U 

l!exico 

Colollhia 

Ecww:lor 

Nicaragua 

- No ~tal objection. Cabled ite concern onr baYing to 
-t tbe eubecription 011 tbe date fixed. tor eig~~ing tbe ..,.._ 
1'8Dt1on (April 14), bolt tbe State llepa"-!t clarified tbe 
point aatilfactorUy. 

- No fv""'"'ltal objection. Anxioue to u1te l)leed witb it. 

- llo 1\andaMIItal. objectiCD. 

- No tlmd-..tal objection. Presented •"ii••t1ons for 
.odUico tiona of details. 

- No tuDd-.tal object1CD. Preaented eug .. tiona !or 
.oditicotiOD!I of detaila. 

United Stateo - No .1'\lnduental objectiCD. 

Bolivia 

Sabador 

Cceta Rica 

llaiti 

- Al. though had no 1\mdaaental objecti on, llol1Yia was concerned 
aYer tbe aise of the down Pfi111'11lt on initial subscription. 
Presented suggestions for modifications o! detail. 

- Al.thouch bad no 1\mdaaental objection, Salvador,... concerned 
our tbe siae ot tbe dam pe,J~~ent on initial eubacriptioD. 

- Al. tllough bad no fUnci••Dtal objection, Coote Rice 1nd1eated 
tbat initial ~t .,uld ba too .,ch for it while co!!ee 
wu ao low. m- tbe ~'reddent of Coate Rico waa bare, be 
8QUUted lawering tbe dawD ~Dt for ..U COUDtri• to 
2S perceot aad tbe t.plieation 1a that tbeJ wUl join at 
tbe lower ~t. 

- Al.tboug)l bad no fmyh mtal objeotiCD, indicated tbey would 
ba1'8 to bu;y sbares aa tbair capacity peraitted. 

- Did not .....,..r fonaally, but indicated tbet tba siae o! tba 
ciolm-)181MDt botbereci ~. 

- Did not ....,..r forM1l7, but wben aOIIDdeci out 1n!o...U7 
Ulplieation na tba_.;_.it ..uld join. P.- objected to be1Di 
placed 111 tiM aecond ratber than tbe lowest claaa, becaue 

-h of ite trecle 11 re-export.o. 
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Clllle 

Orv.gaa)" 

Parapa;r 

Peru 

-4-
~ot· ... , 

8 I .. 

• LMk toM 1'llllld. ... II U7 for .... I*JI-t. DoH !tal;,. \o 
pu-t.ia:1 .. te - at t.M ...u.t eeala ot ...,.ate • 

• .kwwo4 U.t it Mel - Oan1 ntal ob~U- - cl1.4 -
..... it t.M ob~- at tllat u... 

-llo-
- Jo. ·= 
-llo-

-llo-
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AprU 9, 1940 

lm!!!!!OOII I"'R TRr SECRETARY: 

Pacific Coaa~ Shlppl!!J! Sl~uotion. 

Tba PacUic Coast freight and cbD.rtor ll&l'ket was dull in 
al.l cUreeUona last week with tba exception of the intercoastal 
u.de, &Dd t.bl.s was actiTe not so IIUcb becauao ot the heavy orfer
i:lia, but rather because or the acute ahort.ago of space. 

1be illt.ercoast.al sbort.age was baYi"i a t.ellloo: effect 
IJ!>OI1 i11t.ercoa$t.al shippars , wbo were getting together at all 
Pa citic Coast ports tor the purpose or COOrdiMtillfl a plan for 
...Uer. Loaber operstore were particularly strapped am everr 
a.....Uable bot~, incluil.ng coastwiu cerriers, """ being usee!. 

Tba offabore trades were without incident. In the 
Oruntal .._,.. rates reeained fl.rm and tba abips ware not having 
e great deal or difticulcy tiling. Scrap eont.l.IIUed to offer tresly 
&Dd rates were 'l!'Oted on the berth at $15. 50 for rail& as high as 
$.1.7 tor lio. l aelting. Few lines were b&rr:lline aetal. Tbe last 

scrap fixtlll'e was reported at $17 . SO gross. Clenaral cargo was better 
than tair, but lUIIlber, grain, am other bulk colllliiOdities were J.nsct1ve. 

Tbe E\II"'pa&n range was aore or leaa dull, and tbe usual 
seuoaal decllna , des;>J.te the war, ae .. ed to have fallen upcn the 
u-.de. Because or tbe s pace sborta«e , bowenr, the lines were getting 
al.l t.ba cargo they could baDlle. Tho aoveaant of canned goods and dried 
trmt. be.a been everely curt.ailecl by l.eport. restrlctiona. Ll,Ciber waa 
..n.ag to varioua Europe!lD ranges at rot.ea ronging between 850 eecl $60. 
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TREASURY DEPARTMENT ::: 48 

INTER OFl'IC& COMMUNICA'TlON 

TO Kr. Ooehraa 

Kr, Die\rioh 

The Jederal lluarn Ealll!: of Bev York illto""'d • \hie 110n>iDC \1>&\ U 
ha4 i natruoUolla to - the follovinc p811Mnh tor \he bulla 1J>d1oata4. 

lWII or llO!IIJJ 

Cable 4aW .&pr1l 6 illatrnoh tov papnh to\ali.Qc $37J,OOO 
to Jav York Ci\7 'ba!!lta tor ace"""\ of Y&l'iOUa Jornctu -.. 
Talu April 9. 

Cable dated JprU S inatruch eicht papenh totalinc $871, 000 
to .. anou !!ev !ortl: Ci q. blllllta. Talue Jpril 10. 

JLI.!IOUL B.&lll: or DIJOWIX 

Cable 4ata4 .April 8 1natruch pap<~n\ ot $900,000 to the 
OQaranqo 'l'ruat Oo~~paey tor account of \lot Vational Balli!: of DanMrl<. MJ. ~ E 
JprU 10, _,...-
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Oftloial MlM fll JrlUIIl -.a cl.ollar .-1\1 
order .rtecUn hlarul7 191 "-... U. ..n111c 

.... "' a-re. • ProceMe Oil .. ,.,, ,~ .. • Proe .... Oil 
lelA ....... lelA ot luolo lelA luolo lelA 

.April 
l n.60o 1,1511,267 111 Ill 
2 IQ. ,6)5 1,)&1,1122 IU ftl 

~ 56,000 2,)51,971 wu IU 
1J9,lla. 2.-761,12) wu wu 

5 )1,012 1,2&1,521 Ill wu 
6 5,1eoo )19.9211 IU n1 

mAL JOI VDI: llo),l)5 9.2)5,2211 n1 Ill 

leleo haa 
lo'ltraaT 22 w 
Marcil )0. bel. 112),171 16,3)0.)00 n1 IU 

!OUL """'" 22 
!0 .APm:t. 6, mar.. 

126.)06 25.565.5111 wu wu 

!llero 1e a\\aei!K a MpT fll ea U• *181l _ _.. 1o Uoe I• Tod: tiMe 
ot .tpr11 ~ Sa reprl \o the oalo ot JrlUIIl o~\lM. la a ...-h 
_...._ 1 • \~: 1 U 1\eU. 11ecHtar7 a co-•U• with llr. CKttorf. 
la ....,..... \o tile ooat-..ldod. notlllc oa latorf.llr, Apr1l 13, ot a M00114 lo\ 

Oil JrUl* • ..nu ... 

llr. Oplo \ehpbJ I oa tile.,._ of Apr1l 3 that • ...n- W. Mia 
reoelwod. lr llr. IUforf. w \1M flltoc\ \Mt oaleo at -noted. .-1.Uoo fer 
laot .,.. (\M\ lo, •.,.. eo4111c a.e JO) WWlod. tll,ooo,ooo. 
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So Lar aa V&tiloc ,. the ·- Y8'k - = , - -
H• cmoc--. w1 U'OC td lldW adee ---~~
)7 f-p bo!Uro !aa '11.- '117 .., - -,. ~. Cia -
cllo;re, U .-J4 Ji I - f ..... Sp ~ _.. ~
,..,,,..,.. ••••. 1111a u. .-ttt..lk a.:a.. c-tuae wiUl l t.a 

Ud td dD7 rlocb :ta. ..._ :;>riY&teq - - - &c~ 
le uou.r -.ha'. Pnw \'7 Ul1a ~h.- la ,.,, , • 
..UloulT, -. • LR ao thoo ~ana b 

'bo --~ qaokti-.- - ~-a ..u..-
\o lie cnz& td U.. ~ U.O• td the .toea:- .. a~-
fbuo far, •• ~. ~u• ~-•s- td ~ ....n~ 1a 
01'4er \o ~ dollar l-Jp 1 - -a.,.,_ .C 
4.1anr'-- \o u.o -. •• 1t ~ u.on 11u - az , .. ,. 
41ahi''-- " all.. 
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- ... ~,. 1,..., 

- Ill'. c ' 
STRICTLY CONFIDENTIAL - In tea» .. & the 

11r. ,_ c:a.r... 0 

lal C ,..,. to tho P--ua n ' ""'' -u.6 • 
.. tb1.~ .. ~ ..... tho- ~tho~oatho 
'l'o rm' M.l1, - - ..._n-4 "' - tho ---c-h ~ '*ldt. w 
.... ·-W4 "''M -.-. .. b -· <d all•• h<a---· 
l up~ "' lob tho ~ at ,._. --· '*1dt.- -.:c -· -let Ida ' r' ' ~"17 Ua& l'ara. .,,,14 -.Jo7 ~ .. twll JR:l..U..• 
thea I 'W .. ..U..,- d1nr }KO bChC -.,r, .. w.a ~ "' 
'-" \lila, a- loa -.lA ,_,. la tloce4 dU. : •o 41nlc:UU•a. .. a ,_ 
0Z11t at l.ai!UU7 \e -"K - - otlrrr ~h, - tho 1-. at U.O 
OU\..t - aU~ - ..U loa .,Ute a \l.la., 
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TREASURY DEPARTMENT 

- Mr. Ooc*na 

~ ....,, We 801'1l111c t4 \loa ao\l\'1\lao t4 a....., wUb reiiOM to \ba 
$c:U41u\'1aa ......,,rill W a 48praulac llftao\ oa Mot t4 \118 foNlp omb•pe, 
!be l'&toe t oT etorllac uA t1oe heaall fi'IJIO .....u..,.., nu tllocma\loao, 11111 
,, o• polat U..lac ~ 80J'11lac, \be .. C'CIJ'I'&IIOlll ~ a - _,..... low, 
!M 'ilv.tob CQ114n uol \loa ba}Ca WI'& bo\ll v.a4er p NIIVI uA \loa CQ114or 1'&\o 
Ml4 ot.&a4T olll.T aa a n•H of &OUft la\ol'fta\loa oa \ba pal'\ t4 tba Dll\ob 
Coa\J'Olo lo q"QO\&Uou WI'& -.. 1a \loa .., York -.rial\ tor \loa lorw,:1aa or 
ra:..toll II:J'OMr, uA \M SW41oll II:J'oaa wao wM. 

Storlllllf• Wbicll olooe4 MJ'e laot lllcllt at 3· 55o-l/2, opeBe4 1a -.~ 
\oCiq ~' 3·50-3/1. Juat betoN oar opaatac, 1\ wao 'l'Q0\14 ab......t at 3·~3/11• 
Ill- Torll:, ~ lalUal J'&\o wao 3·"f.3/ll &114 YlWa a TOI')' ebort U• \ba 
quo\&Uoa 4J'oppe4 \o a .., low t4 3 ·4~2. U \baa J'OCoftJ'04 \o ..- J, l!&.l/1 
b7 aooau... Qo.lotor oeMJ. \loaa J>I'&T&llo4 4ar1ac \M at \or-. Storllac ..Sa 
boe&M wu uA olo .. a at 3.116-1{11. 

lllllleU.\lal ue-a 1a bo\b oaloa aa4 purchaeoa of atorllll,! \oCiq 
pi'04uco4 oM t4 \loa laJ'pat turaonra lila\ baa baoa NJ>Or\14 10 tar. Of I!J>IOlal 
tatorut won t.ho ollarpq -""14 puobaooe ot e\orll11C for acoouat of oc aolal 
coacoraa, lDoluUl la \ba tl.pl'& for o.-rolal purobuoa wora ioJOO,OOO wblob \ba 
()Qal'&ll\7 !rua\ c~ boucllt for • al11Clo cuato•r· 

Saloa ot apot atorliac b7 t ba dx NporUa« \t.all:a to\alo4 ~1!3,000, troa 
\ba f ollowlac ,........,. : 

IT ~ro1al a~····••••••• •••••••· • ·· ·· ········ ··· · ··• 
l17 foretca baab ~ar kat, llolropa &114 So"\b Merica) ...... 

h\al 

11 c zolal c~eraa ••• ••••••• • ••..•••••• • •• • •.••••••• • •• ~ 
l17 toralp b&Ua (..,..ope, South JMrlca u4 Yar laat);;.~· 

fbo followl&c I'&J>OI'UIIC baall:o aol4 oot\oa bllll \o\allll,! "51,000 \o tloe 

! rl U oll Coatrol 011 t.ho b&alo t4 \ba offlolal ra\o of ll.rn..l/21 

io 26,000 117 tba Oaal'&aV !rut~ 
16,000 b7 \ba :aau.... '" .. ' c • ..., 

117 \ba kUoaal CU7 :Bull: 
117 \ba IJ'TlDC 'fruat Co"'lli'V 
h\al 
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~ k~- ... - u low • .1691, lltkr U.. c' • 1-c ~ Jdcll& la 
llov Torti: at .rr0')-1/z. !M 1'bal q110taUea w., .... .1699. 

Doe o\hor ~-' can-.cioo cloM4 .. l oU..: 

1w1 .. huco •. 22142-l}z 
Cnw'•u 4ollare 1~)/fl{. 41 t 

Aa a re.alt o1' 0... acUnUoo la 1o._ ..._ lloo u.. :a.k .r ~-
azmow.co4 U..t aUJ. tlarU... 110Uco, u4 11aUl U.. ol-\laa"' a ~• •· u.. 
llr ltloh !rMR17 11M • ......_ U..t all nu.t.r.alo hoa 11u1a1a - ~ 
o<:C<JWlto k RIJ ·~. U .... aloo roporW U..t llr1Uoh ,.,._ • ; 'd all 
taallJoca 1a U.. CIU'NM1• o1' t~~o .. - couUioo. It _., 'be z , awt ~ 
the forolp eu'Mep .nat la Loaloa 1o DOt a h .. rutoot. W.t 1a Oottldal.J:T 
coo.trollwt. 

Doe lull: e1' J'hnco .... U.. -at la Pado U..t ..,_ - ._, 
ol tbo 111a1o\c e1' n-, u a ~r11Z'7 ..-., Doa1ah - ~--to 
ban b.., bl...,.. -Ul. tlartbc DOUu. 

la ._ To&. 1t .... m '"Co4 'b7 llr. looJ'M, Clio' .r U. ~ 
""chn&'l c-it'-~ litter coaoaltaUoa ldt.ll U.. !r => D; ' t - -
J'o4oral ll .. enn lull: lit .. ToJt: U 11M - tec14o4 to i 1nl ~ la ~ 
u4 lorwciaa '*"'' •• eaopt lor tbo -\aiao4 l ocltla'- - lit ... -. • 
.La a ro.alt of' t.llh -u-. u..ro - • qutatioDO tnr u..... ct• - ~ 
CIU'Teedoo 1a ._ To& 

Doe rate 1'nr U.. ...,.ell la'oaor, whloh Ilea !loU otll&l;r 1'er-"- at 
.23!3, wu qaoW a& ..2212-1/2 W.,. It - .. _,...w - _, - - d 
t he latter rate. 

Vo pvoiiMol $10,000, 000 1a pl4 I ron U.. -m- •ac.-ontt e1-
ll&lllt of ~. 
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--. ·~-
!bo l.-r.J. ·-- ...... ~ •• - .t ._ tork ..,.. -. u.. t.u..t.c ""eld•p.-.. or col41 • a 

'!'he l&at - •·-'- u.-. - vUl 11e aol4 "' \M 11. s. "- oe~ .. d 
I ov Tori<. 

0. doe N;~en .t JprU J ...,.ha4 froa \M :r ... J'C1 ••~ - 11 - ~ 
P rtAc \be ! -tp a 

3 

II' poslUoaa .t bealla .... -. la 1\a t.lstrlc1.. -
\otal pooU~oa at all. c:a:uaw::J. .. -. abor t \be ..,al'I'Chat .t $llo, 6!.6,aco. a _,...,_ 
or $801,000 1a u.. eJ>on poai uaa. !!be .. , clluc=• 1a \M poe1 ""- ... aa r.n-: 

B8' p:!:rii!IQS 

COOftllr I!DCI: 21 
S3Dl!! POSI!IOI 

.Ann.' 
$J .m.ooo $11.017 .ooo $ 95,000 < x...:.-..: 1.m.ooo 6,565,ooo 1,o6l:, too 

915.ooo (LaJICl 6u ,ooo (LaJ14) zr.ooo <:o.e- 1a 
~~u.-) 

W , OOO ( rw • ) 
">>l.aJO (~) 

lAtla .-nca ~.ooo 
J epu J ,O'J&,OOO 
0 \Ur Ada 

All to'otal~~,.. 
(Iw:z - : 

fta oalT ~ ciEs&'= lddc:llC.OCiifia4 4uiac- -k- 4=11 J - \M 
4ecllaa o! n.~.ooo la u.. aloDrt poa1t1oa for :!we; ,. ~-- !lila ....... _ 
vu lei&=~ u.. .. ~~at a rea.:u"" 1a Daklo p.1l4er a4 !lot.- t:ma .--u 
of the ... tom --._ 

!lou ~ opat .Uwwr q110taUoa 110rlr:a4 Ollt \o U.. ~-t ~~. • 
15/lf¥. 

~ ... :a.n.a•a -~at prlca t or !orate:> .U• ar ..a 
34-Jfl+l• "'= ~ ••• pu 3 

• price t or toralp dlYtr -• a1oD 

a pfd 
t pi at 
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---...... ,_ .. ..,_ fill .u ..... tetalUc ~-- - ..._ -
SUYn' Pu ' F .1ft. .U fill *l6 - - ,...-ua flo.- I...S. --
fort..-...U~· 

h U. pu ) ee4 200.000 --· .t 1UW1' ,.,._ tM .._ fll C '· 
So f or tll.lo _, - - ...,., a tetel fill TJO.ODD -· ,.._ _, -
'Q:II&ar OIU rep1•• -~ aa:a•••' \o pu >• wp te 1.200.000 1 .. 

CONFIDENTIAl. 
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·. i TRICRY ·G-ONFIOENTtlAl 
• 

TREASURY DEPARTMENT 

niiON Jtr. Cool •• 

- Dr. '-7 eaUM .. • ;reatmq an-. 11e _ _. t-• -
retanK ta lwih~ u.. W t u llollf or D 1 ' r. - arn..t 1a t1oo1 lllllte& 

Stat .. oa a __. not\ ·~ u.r.. t.p II&ID• lloo - _, Ital.t..a .up. 

Cia ~ -laa, Dr. ~ -- u..t lola -- ·- pri.Mipall7 
• al.MIM ~tile hb• --t to tile II; t • ~ "-· .. - .. ,,. 

at tile !'1"-azJ ~ to ~ • .., to Mte oa .. ; afta1n M lool -

M aarftt \Ilea. ftoe tint pol.at ldildi lool -~-- - dat lool t.crl- ao a 
ftZ7 ,.._neat IJ•n'•loa aplut aazz ~ · • oait tll.lo o; o le*ln- loollac 
carr1e&- oa a -.U.ft!lla -.loa at~ ooaton ao .._. __ -Dania. 

n. I t uaa.t ~- al Dan1a u • ewt=sce oater. '-7 ..U tk1.1 _. 

OM at tile- Uftlo..-t•• lloo oait u..t J r l oUn- loioaq ..,.U.l oWI'I.lac. 

tile s...u...n.. ~aa, -' .- tile C "" 4olllar. -- I _. _._ 

lbn ... - Ul'fteal\7 1a flM.lac -~· to -~at-'· 
l:e oa1t Ulat M tar • eorloao uttlaal.\7 ..U-17- - ~ 
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~~~ir·,~~~:~. ~ tJi!~J· ~~~if[fl' !ilit 1'i!i~~i: ltli 
l • ~.j li' i •~,.~~.tr: r:di: 1\ ~~ I ' ii f. li' I i 

lUI ~ - '[lfll (f•r~. iJf • ~ ••'••i 

~it(ll'1l1Jir •Ji 1t .4 a1 ~~a~ 1 l:JJrii'llt~r•. • 
' . ! •rt : . ~ l I ' 1 f IG a4i ~~i~·~• ir 1 , If 1~&!r '( 

" · ~ I · · - \ • · ~ \ ! '- 1 1 i · r • i ~ ~ 1 1r l 

.l.,!l~~!tt ~1 r' , r 1., 1 ~~~~~, .~J••r!,~!~~· .t! 
~! Vr~f}!t I.Jr!I~BI: IIJ:J~tl 
l' t!!~rt JJ,r~!t!~l '!llil~; 
[ itlr~~ trfa~i.- 4 I rll, Bl 

~, 1 ll :'•Jtfl ltr,t&iJi ~a, iii~ 
il ·~~ ' ~ r r ~~ ·~ 4 

I I 
IJI 
-.; 
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:tlar1ac u.. ~ -ceua~ ._. ~-~ - ..,_ 1dt.1cll .... 
lo&U 1: Parte , Dr. I 'J - u.& .. W. J llll'tlci]laM. Slr. ~- Lettb. 
l:<IN - U.. prtlld.pdllrtU.all ~'-· a. Jrrtttelo -~ a cleubc -
- nU ~, .... ~ !be hlaa .U - -.u. ~. len U ~ a :pnct'eat 
'OI!:1cll ,.,._ - ou..r -n· ~ - to f.Uft. ftae ••- t wiU ~ 
!rlcaia 1• tW • hi•• ........ C Ill"''- wUl:a.. h U.. llrUhll ~ for t=- ,_... ta - 1a .,.,..... 8\arU.C ll7 1llidall M ea _.,ta to - llrl\ala 
.-.a hlu bperh hell ta. c ' I • e... h a pl4 otaaa. 

lb-. ~ -.a 110t tr.ftl.t 1a ~ *11• 1a ......,. \lola u ... W •ti•Z"M 
ncb 1af...-1a • .. caal4 ..-..s u.& ~- Bot U4 ..,, - to upect _,. 
O&J"lJ !..&Sanal poUUCIIIl ar aocUl 41f't1CIIIlrtae 1a ~- Bot t~ U.. cr-teat 
....t ~ M f or petrel - ud. lta url_t_ Ia t~ tbe Ge.--. 414 ..,, 
- ..... , .. tlw .. au mlll•- 1& ......... eal4 t•tr ll'lpPU••-
'»e co.1ac 80ft bp>rtamlJ :l::r= ~. Col.-la ..... T-ta U... tr. llanl.a 
..t 1 .. liMa 1 ubo4 ...., u.... n"- ..- tato ~. be ...u ~ 
...n.. -2'al ' • h oa U.. aerU. - wall ao ~ Ita17 • t• ..U. Ia 
Up I I e4 ta poealblUtT at e&nJ1ac - _,. 1- ,_. wiU a l.aportolllt .rilltaz7 
~-... • G«; 1'• part Yl~ ta ~111t1• of aU .... --.. 

::lr. '-7 1• poaal.a1otlc 1& rooc.aft to u.. •Ueoll: for Juope. Bot 1a

n....- u.a a ,... of --~· ~- wUl l!o eo coatlJ a4 4aouwcti'N \bet, 
L..,..,,,.u ... of *tu d .... ..-.- of ta- .rill be laiiUlteolll)' a people 1a 

- 41ft os.r--• tbat -.relr1C f...,. at ~.,..d 11184 1n ·~ of 11.,._ 
lJoc w'.ll M ob~OZT· !o aoa1at 1a U.. •-...., a! t hle 4Molote4 - · '-7 
!Ml.a tW U. corpitaUat coa:atrln, ~tal.aa'lJ U. 'llai~ Stotoa with 1h col4 
""'" ... wt.U llaw a blc ra._-iblUQ. Bot ~- tbe f110t tbat w loa'N 110t 
J'H ~ a orKttor ....tallQ 1& wr -~ • .-k .. Swtt .. rt..A baa alrMo4 
~ Bot thl.at:a ,.. wt.u .......-uz - te -a t.arce 1-.a at a lov r&to of 

U&•-· -be fool• U.t Sw!tsc~ -u be llappJ to Jlllrllcipato with • · 
alAiooc with u. .. tll&rla4.a- lie~ ar..,. othw' ...,ttol -trl• W!ich 

.......tw h "'IIC at hlc1-. .,. ·-~ ta ~ - _...11 •• of U. ..........Su 
C:ielo ~~- to M 4oft1..t fVoUI&r 1t ,..._ ---1• ODXLU.-. l!ofaro-
11 -. 1a th1a 0 ett• "' D r; •u s... )6. 4Me4 h~ 15. 1~. free tba 

.bc'laa - n •q .& ~·· fd W:i.dt a 01t11fi6 la at''..,.. 
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I ba.,.. \11111 bD_. to repor\ tbat 01> Jo'braarr 15 , 191io, I 1a4 a COJt

T••U• wi\ll JW.Sp 111nioter Spu.l<, ill micll he lljKib ill 80ot s1o-7 

t- of tho f'cmlre. Be .U4 llo -·DOt 00- CO-o4 'Oith tho allltuy 

o1taU- - a.ltholls!> tha.t •• clo-.:r 01>oqh - 'but -t lotp\ h1a a- ot 

llicl>h •• tbe -tor ot ..,. i,..rltable ecoDoal.o collapao. 

I couolM. l:da 'b7 otterlllc the retlectioD tbat tba pllcl>t ot ~1&1• 

•• 110 ,.... .. U.. tha.t ot ..,.7 other baplou DOI>tral - ill tact, Jrobabq 

baUer. JIG loo t- lUU.e coatort ill thia thOIICht, ~a1DC tha.t <Wtr 

a:x>.ooo - --u. ot u.. pcpa.l&Uoa, wra DOW ill tba -· to w!lic:ll 

nat be a4M4 _.17 l!DO,OOO -lo:r-4. !he" cr-t -ben wro aa o~t 

ot ,....t. 1oo .U4. tbat -.t be recbDo4 nth. !be State .. -'bla to 'POT 

the aol4lera _...,. to .apport their taaili .. u4 aa tba .... coa.Ullll04 t~ 

80Dth to 801>~0 4hcoatODt u4 41aet!ect10D woul4 cr-. llonooer • eere .. 

tho --r to •- tr•! !1111 pneeDt 'ID4apea.S.DCe Lou 
1 ba4. accorcU.Dc to 

tho lataat tt.cur•• •-ila'ble to h1a, beOI> n'boor1be4 ill the -t of 

750,000,000 tr.loca: aad t llh -'llllt .. ODUHq ~to. 

- a - ._. -•.arT tor t1oo -•t e>;>ea.41turee DOW -.48. 

!bree u-· 
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FBilll : llll. CA.S1"<* • s arnc:e 

'1'0: "te see-,.,:~-----

U !.he eonterr~e ir. 311:-le•a o!· 1-\:'e a_t 2 :.30 
1 ~ we:.s f .. cic!ec! to :-t~:.r- :o t~ ?':#-.ti'!e-: 
ext-~sio-; o~ .,... c:.r.tat · o-e ~.:- !~l:e t!:e 
?a.roE isl.a::~a ad all t~ eoas: ~ -0--.:a;J. 

~e Will prob.e.bly be :o t:r !!.a:. :JOo.!1.!1c:a:ic,.!: 
o~ ~ :>r.:~tralitz )'roc~a .. ~. aa :.De s!amU= 
1a :.ot ,-et cle·.r. 

:?trle r&J.attd t he q'!»tt1o: o~ ~ m~t a_~ 
~. of t !>e two ~r=r.u. tht er.>t=al 
ba:::ks ~ tbe1r !'.atlo~e. I !.cl: !:..1:: all 
t .:ra.=wt1ona 'i d w L.--e bel .. ~ ! c;r ";_:..r tl:J! 
~~. •hic!l he tJ-..o-::. .... ~ ~ n:-y riw. :=.. Ri' f.t.e'A 
... l:li£l:t ~o!' t he P"'te-t o-)Jt r!l.!;. !o :-d.&1 t.:-ts 
to ~ care ot l~ptio:~. &..~ co·r-~•u "'roe=se a. 
I '<>lo hi:: r thou.·~ t rou .-.r.:l! ... ., to 1-ot.le 
t !:1s :oatt.er you,rzelf L""~"' c..tJo:; n~st a :::::.re~1~ . 
~~s ~or tc:r.orro• ....... : "'a: 1"0':. Jli1 ::::·: ~-.P.l.f 
•-a:r: "to talJc to the -orwe ~- &:X' :a:-_1C :::! ~, :-!:n . 

?* .,;r.cec! t "'is • auld 'b a ~ :!-1~ .. =e is :.0 a:. 
SH' tbe :le.::.ish !!1-..i.ster t!:.it a!!t~~~ ~ :.X 
-::uTt:~ ::i~~t-er •a• lll--o 1- !!:..e ~f!-· . =e 
aa.1J! 2 wo--::ld 1cee":" 1- t o-et •'! ':.!. -.. . 
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Preaenta 

H.X.Jra 

B.lf. Jr: 

Badl.e71 

B . X. Jra 

J!.K..Jr: 

Radle,. a 

0 

'ftat 1a &Oi.na on? 

4pr1.l !1. llKO. 
l2a00 Wocm 

'!be ..rbt opeDe4 eownbat -•t.r thla .,1"111n8 
aDd a -.l.l -..nmt or sel..llng on the -"tat. 
bat 1t e~me !!Dstl7 boa cut or towD acr.zreea and 
not wer,. large blocka. .la the pr1eea .,11e4 
doW> to a~t ball a point . ac.a o! t=e ~ 
aaYlngs t.m:a and 1nauranee : • ••n!ea &bowed 
their intere st 1n t h e Jarltet ! or J.ar&e blocka 
and they &l'e still beh1M the IO&l!l<et. ao tbat 
al.t.bmlgb 1t 1 a at1ll 0&87 DoW• there 1s the 
suppol"t h'aa thos e 1nat1tut1oDa. !t1c;bt -
1t 1a about - the l.OD& boDda are &boat ~ 
quarters or a point err and are ea.a1ng ~tq. 

~re 1• a -rl<eU 

There 1a a boLckl.og beh1M tba -*tot and th1a 
dee:u- atarted at tbe peak of: the J'8U'• •o 
that - have got a big c:uahlon. It 1a the 
hlglleat point ainee l.aat J'8U'• 

You don't th1nlt 1t 1a nece•aar,.• oio ;rou! 

r clan't t11.1m: ao. r tb1J* - ha- f)Ot a -.re;1n 
or about two pointe betore - ewa ecea1der 1t. 
Xt haa .,.eel up about thet 1mcb 1n the l.s.at 
-th . j'aat right liP• 

Tcro at&}' in at l.uncb t~7• pl.eaae. 
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Sccrttary or Stett:1 

PLAill 

London 

Dated April 9 , 19~0 

Rec 1 d 1 : 20 P• "'· 

?OR ~EAST:!Y PRO~! BUTTER'."IORT!i. 

?1n~ncial houses in the city have bttn ~ctifitd 

by the Bank of Engl and that Denmark is to be c cnsidtred 

for ;~posts of transactions as an cn~s cour.t~~ and -
therefore thE 1~ading with the Encny Regulaticns apply. 

Al!lo all \7! tl'-.rlrawals fran :lorwtgian accc=t s 1:67 < bE En 

prob.i:,itcd for ~h£ tiDe being. :'he c1ts s~E::.S to t:rn·c 

been taken by surprise by the Gcr:an action ant ?rices 

o! all S£C'.U"iti £S h.S.VC been c.art:td. down 'but :i:trt !"_as 

btcn nc panicky stllir~ and jobbers have resorted to 

their usu:ll cri sis tactics of \1idening the spread 

between buying and sElling prices to such an EXtEnt 

as to =ake t r adinG attractivE. 
KEK!!E!l'! 

CSB 

I 
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Secretary of State , 
Washington. 

888, April 9, 6 p . m. 

PLAIN 

London 

Dntcd April 9, 1940 

Rcc'd 1 :56 P• m. 

367 

FOR TREASURY FROll BUTTERWORTH. 

The Chancellor or the Exchequer was asked a 

great many questions in the Hous e of Commons this 

a.ttcrnoon about the British exchang e control wh1ch 

h£ answered by circulating the following prepared 

statement: 

"I am glad to have this opportunity or making a 

statEment which will I hope serve t o correct saot or 

the aisapprthtnsions current, both at home and abroad, 

on this subject. 

"The recent fall in the unofficial rate for sterling 

on foreign markets was in no way a sign of financial 

weakness or difficulties on the part of this country. 

It was the natural result of thE recent regulation 

providing that exports of tin, rubber and certain other 

commodities must be paid for in foreign currencies or 

1n atcrHng obtainEd from authorized dealers in exchange 
tor 
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tor tortign currenciEs. Th b t o jtct or the rEgulation 

was to ensure that thcsr t expor a contribute dirtctlJ 

to our foreign exchange ruourcu . The fall in the 

quotat i on was the incidental result or tightening up 

the exchange control. 

"Sterl ing is t he basic ourrtnc1 of vast areas in 

man, parts of the world and the problEm of contr olling 

i t is thEl' Eby r tndtr ed both mort import and and mor c 

difficult. The House will appreciate that this tall 

ia limited to a very small proportion ot sterling, 

namtlf, that held by such rort~gncrs as choosE to dis

pose of it to anothEr foreignEr at thE rat e current on 

foreign markets . Our policy i s to Maintain the purchas

ing powEr of sterling for the national needs and in 

pursuit of that policy we hsvt arranged that the vast 

vulk of tran~actions between sterling and other cur

rencies aball be conductEd in Lond?n through our control 

and at our official ratca. That( !1141 have the incidental 

result that any outside market for sterling bccoacs a 

v t r y thi n market and a thin mar lett is always erratic 

and fluctuating . If our general poliCJ is sound as I 

am convinced that 1t is w£ must not be deflected from 

it by atcondary considerations . By tar the greater 

part of sterling transactions ar t carricd through at 

thc official rate. I ~ sat i sfi Ed that the proportion 
of 
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or transactions carr1£d through outald£ th£ orticlal 

I:!Ar!cEt 1a a v r:r7 st:~all on£. 

• Tha: proportion bEcomu vtry much smAllEr still it 

wa: allow tor th£ tact t hat a vtry grEat proportion or 

our purchasEs art madE tram th£ stErling and franc 

using arEas aDd do not involve the inta:rvtnt1on or 

tortign currEnciEs at all . Any suggEstion that thE 

rat£a quotEd 1n thE trEE tl&J'ktt arc ll:!portant in thE 

coat or llnng 1n this country cannot bE sustainEd. 

•t thlnk that it would be a wrong policy altoga:thcr 

to int£rV£nE in SUpport of StErling ln thE trEE markEt . 

• As rEgards thE qu£st1on nh£tht:r WE should block 

stt:rling assEts bElonging to foreignErs a srEat deal 

o.t: rordgn coney has btrn inv£et£d 1n t his country in 

securities or entrustEd to our banldng systEm bEcausE 

stt:rling is and r~!ns s currEncy in inta:rnatlonal usE. 

At the outbreak or war wE assumed canplctt control ova:r 

tb£ inta:rnational usEs to which the I:!OnEy bElonging to 

our own pEoplE m{lbt bE put, but we lEtt thE f'or£1gntr-

by wbl.ch I cEsn p£oplE 11v1ng outa1dt th£ sta:rllng ar£a-

tr£t: to disposE or l:ds assEts her£ or ElsewhErE. That 

dEcision waa in accord with the pr1ncipl£s and traditions 

on which i n this mark£t f'orElgntra havE always f'tlt ablt 

to rely. VE vtrE of' course undEr no obligation to convErt 

auoh rordgn boldlnga into gold or 1nto tort1gn currcncita 

at 

369 

Regraded Uclassified



• 

370 

h.m:1 •\- llo , 888, April 9, 6 p , m., troa London 

was at the expEnse or our reserves: every foreign holder 

aware that he held sterling and nothing else, But we 

could have prevented him trom taking his monty or his 

atouritics home, To do this, we should have had to make 

it impossiblE for him to deliver to another foreign buyer, 

In other words wE should have had to put an Embargo upon 

the usc of his ~oney or his securities , On a balanced 

review of all the considerations we chose not to do so 

exposing ourselves no doubt thereby to the ~is~ that some 

foreign holders would usc their freedom in or1cr to dis

post of their sterling aaactc . That has not happened to 

any substantial o:tcnt and it •1ould not be to our advantage 

to talct the action sU65utcd in the direction of bloolcing 

these assets . Sterling I maintain is good to hold; and 

I btlitvt that this opinion is spreading in neutral 

countries . Tht best way or ensuring that it will con

tinue to spread is to maintain tor ourselves and others , 

80 tar as wt can, tht essential liberties which in the 

financial and EVErY other field art traditional in this 

country, I havE considered this matter very carefully 

and am satisfi Ed that our policy is in tht best interests 

of this country--the teat by which of course all our 

policy has to bE settled. " 
KENNEDY 
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TREAsURY DEPARTMENT 

INTER O FI'IC& COMMUNICATION 

DAn .lprU 9, 19lj() 

Seoret&z7 llor~nth& 

llr. Cochran STRICTLY CONFIDENTIAL 
.lt 4&15 thio afternoon llr. Glttord hlopho ... d .. trom !lew York to let 

uo kllow that a oacolld not l.ll& ot oaouriUoo 'b7 tb.o llrit1oh 0onl"lllll8nt 'lh1eh 
he bad told uo throuclt P1noent •i&bt coao at an oar17 dote, hao now 'b~en oot 
tor Saturda7, .lpr1l 13. llr, Glttord 1a oUll 1D co11101nieat1on nth I.ondon 
ao to tho conhnh of the Uot, Otlco tho Hot 1a tin&ll7 -a up, he nll 
rend a COP7 thereof 1D h1o pouch to tho l!riUoh Eabaoo7 tor dol1•1r7 to tho 
Secretar7. Be Y111 aloo oend uo a cop7 ot tho ohort press eo:.wdque 'lh1ch 
he cont.-platoo C.•ill& ont. 'rh1o nll 'be to tho ottoct that, ao •• anUo1-
pahd, a hrtho.r YooUJ16 1o talcill& place, bv.t that no e~ 1D procedure 1a 
anticipated. 

llr, Gifford ooo11ed well pleeoe4 nth tho ...,...r in 'lh1eh h1o bv.o1neoo 
bad dwelopo4, that 1o, be baa been able to inoraou hit o&leo ancl dhpooo 
of rather i~ortant aaounto of oecuritioo reeontl7 without ~ inJuriouo 
effect on the New York IIIU'ket, ancl nthout attraeunc anr aU~t~~~~. 

11r. Gifford a eked that I tell Seeretarr llorsentbau that while ho teolo 
that thio next Yooting n l l be oomowhet of a routine matter, he ie ontirol7 
at tbo 41opooit1on ot the Secretar7, and would como 4own to 'llaoh1ngton to 
41ocueo the Mttor lt the Secretar7 aicl>t dooire. ln clool..nc, llr . Glttord 
stated that 1f there are th1o nelc deYelopDtnh of llleh a character that 
there aipt be eer ioue reperc:uoalono on tho llow York aarlr»t, t he n ounc 
order alpt not take place on Saturdo7, Othorwllio, 1t nll go as oehodnlo4 • 

.l few a1DDtoo after recoirtnc th1o Moue• fro• llr. Gi!forcl., I conY17'd 
1t to Seeret&r7 llorpnth& who eaao 1D to 87 ottieo. .lt tho Sec:retaey• • ,.._ 
quoot , I called llr. Gifford baclc and told h1a that tbe Soerotar7 hoped boo 
would cono141r tb.o idea of -.lc:1JIC eo• oort of u annOW>Cneot monOTer tb.oro 
ai&bt 'be Uctu14ato4 a cer talD DDIObor of 1oM ot the .lurican ooc:uriUoo 'lh1eh 
!>aYe 'been takoe. OYer b7 the l!rit1oh Oonruent. llr. Olttord stated that be 
undlretocd the Secr otar7' 1 intereot 111 -..tine tb.o aarlr»t to benefit froa 
ellDh an .............., .. ent, and that be would ltoop the idao in mind, but that to 
dote procrou hao not 'boon •do to ouch a point that a otatment of thio 
kind could be heuecl., 
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Stcrttary of State, 

Wo.shington. 

O:t:.Y 

Po. ria 

Dated :•pril 9 ,1940 

Rtc 1d 2:05 p.m. 

4461 f~ril 9 , 7 p .m. (SECTION ONE) . 

FOR THE TREJ.SURY PRCJl Kt.TTHEYIS . 

This morning's AG£HCE ECOIIOOIQUE :OT F'IN:JfCIERE 

an1 this o.ftErnoon ' s LE TEUPS carry tht follo·tring !'l£wa 

i tan l'li thout cc:mntnt: 

"Decl arations of Mr . !.!ore;tnthD.u on sterling. ThE 

Secrtto.ry of the Treasury stated at a press c~nftrtnce 

tho.t o.n inquiry among /.mtrico.n importers 8JXl exporters 

concErning the effEcts of thE depreciation of StErling 

on tht i'rtt mo.rktt has not shown that this deprEcia tion 

has btt n prEjudicial to thEir intt rtsts. 

W\YC UURPIIY 

372 
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Sccre tary of State, 

Washington 

ORAl' 

Paris 

Dated April 9, 1940 

Rec ' d 2:47 P• a. 

446, April 9 , 7 p, m. (SECTION TWO) 

Mr. Uorgenthau added that he bad no rtason to 

believe that England desired the depreciation of 

ita currency and he concluded tha~ spirit or thE 

tripartite monetary agreement h8a been affected . • 
'I 

Tht bank of France has a~nounced that upon the 

re:turat of the lliniatrr of France , as a te!!lporary 

mtaaurt, Danish and Norwegian accounts have been 

blocked until further notice. 

373 

'lht securiti es market tnda7 was, of coursE , tntlnl7 

dominated by thE OErman invasion of Denmark and NorW&J. 

Losses 1n aome casta rcacbrd l~ and ranged tram 4~ 

to 6~ on thE average; aevcral SCandina•ian issues 

could not be· quoted. Rtntca wrrr down trorA 65 cen

times to 2 francs . Thcrt was no sign of panic on the 

bouru however . 

WRPitt 

PEG 
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REB 

Secretary of State, 

Washington. 

Paris 

Dated April 9, _1940 

Rcc ' d 2 : 44 p . m. 

446, April 9, 7 p. m. (SECTION TRREE) 

I t is much too early and 1ntornatlon reaching Prance 1a 

!:Ncb too h-ag:11:ntary f or dtbcr tlnanclal circlES or the 

public in genera~ to evaluate tbc events of last nl3ht . 

There arc persistent r uco!"s that an important naval 

battle is nou in pro~css. REynaud and Oaladi cr have 

tlo\?n to London and there is, of course, great cag trneas 

to learn the Allies' next move. 

I have just telcptoned our friend at the eank or 

Prance. He SEc=B to fttl that reaction on the ~kets in 

Paris bas on the whole been quite satiefactory. Rc said 

incidentally that the Danish and norwegian accounts 

referred to above arc very mall. 

(END 0? !JESSAGE) 

J..1JRP!IY 

PEG 

, 

( 
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