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Book 

.&ppolnt-nta aDd ieap._u .... 
IAoll...t>C"c, ilenllard (LU>l"&rl&D, h.ie Uninrsi t.y) : 

i'r'llaidtat ~ Yale '11111 per21 t Ilia t.o cc.e to 
Tre&.....,. ror 111% -ute - 2/10/)9. . .. . . . ........ 161. 

a) TelepbaDe CODYeraat1ooa •••••••••••••••••••• 
b) Boo.r:l of Traateea '11111 not approYe l eave 

of ah~ .... .... ...... ..... ...... . .... .... . .... . 
~. Cornelius: illl.1r telli Helver~ he has been 

appointed as co,.~se c&Ddida t.e 1.u l!as•a chuset ts -
zfS/39 .• ••• .•• • ••• •••..•••••••••••••••••....•••••••. 

lie• Tori: !~ Internal a..,.,.,.. Collection District : 
3e17er~ tells ':Wr lien !las e&lle<i rrv.a lihite . 

3oJUe stat.~ ~at ;.roc:edare ~ be .,. usuel 
OD ~-PQrU'7 a;.poi!lt.:eat. - 2/S/JO, ........ .... ... . 

Pin, 3t'r"'..iee (Coll~c:- or Cuatoas, <h1o) : 
!iliJr UJi lifb;,,. ~SC'US Pa!' a rlah t.o put 

Cb&ri es rest ill llrs . Pike ' s p.I.Ace - 2/13/39 ••••• • • 
Tqlcr, 'Ocyoe C.: See a.lso Book 16), page 226 

illl.1r sees !Da- 2/8/]9 ••••••••••••••••..••..••• •• ••• 
!OUr ~ells Taylor ':UL.~n t 'lo.t pa,.-t. of l etter of 

rea~oa. re!tL-ri..:l.i; -:.o ::E.Jr • a secrecy in 
eo:u.eetiC!1 rlt.b Fre:oc"> plane s i t ll:lt i o:> is d eleted, 
~re will be opec cant.roYera,. ••••. .••..•• ••• • •••. 

HAJr t e1ls FDa or Jel:c~t ' s ·~·stion .• . ..• ••••..•• 
.arter seooDd c~ennee ;c:Jr ~ell s l"llR Taylor' s 
atti~ude is qui:e ~ed ••.•••••• • ••••..••••••• • • 

lAtter o:' res!gna~laa a s ! 1rst ;E'esente<i .... .... .. .. 
Final ~~· rlth Taylor 1D Which he reiterates 
d~iaa to res~- 2/9/39 ••••..•••••• • ••••• 

ilellea is •coapletel;r W&sbed up ri t._~ Ta..,Ylor• -
2/10/39 ....... . .. ................................ . 

J.rceatina 
lihlt.e ~Oil !.DJebt~ss- 2/10/39 .......... .. 

- B-

!laDl< for !Jit.e:mat.ioaal Set.U IEeT.. S 
Cochran report aa •ll'mlll auti!l& - 2/l.J./39 ...... .... .. 

Bu« or .&z.erica 
llo"6l&s tells 3li.lr U baa been auegeat.ed that he ...... t 

GhM! n< at Cbe-.y ChAse CouDt.")' Club !or co:oplete 
,.......,, C<lllSil.ers plaD ridl.culoua - 2/9/39 ........ .. 

Bra aU 
llliJr a4rt- llopkUa t o a.ak Secret&r)' of Stat e for 

l"'d•,.. 1:1 co.zeetlCD with n a1tin& del.ept.iCD -
2/1.0/)9 .. .. . . . . ....................... . .. . .. . ... . .... . 

hlget 
IIIUr ~aaea Secret.ari.•a ot IDterior and 'lar; ~ 

of Feder&l ?.....- C..::UasiCD• Tlllll8esee Va.lley Aut.!lority, 
lat 1<Dill Be aoc:-cea ec-J. t t.., et o •t.era , concern.1D& 
leci&latiCD ert-hll obln& .... awt.hod or f ilw>cille 
Jolla t!lf-lic;t!1dat~ j!Ol"tiCDI o.f Fedcr&l power aDd 
water proJecta - V39 • •• •••••••••••••••••• ••••.••• •• •• 

a ) Folt:r d:ra.n. o.f bill t.o cnate & l a tiCD&l. Resources 

i'iMacle ~ca - 2/9/)9 •••••• • • • • • • • • • • • • • • • • • 

204 
20S, 207 
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- B - (Collti.llued) 

Book Page 

Bual..lle .. ConditiOIUI 
Baas -or&ll4ua: • Prl..lloipal. taotars 1.11 the 1937 

bWJi.lless deol ,,.. aDd the 1938 bual..lleae rise, 
aa listed b;r bul..llaea Mrrl.,.a• - 2/9/39.. .......... 164 7.3 

Baas -oreodllll Oil altv.atlOil tor wek elldl..llg 2/11/39.. 268 
a) IDIJr oondders •too opt1.aistic• - Sea 9:.30 -tl..llg 

2/15/.39 - Book 16'5, page 24 

- c-

Cbille . 
Iur:man.JI- lligbwa.r: Buck report - 2/9/.)9 ••••••• • • • • , • • 

, CochrM, ll. lferle 
See StabU1satiOD 

Cot tall 
Changes 1.11 boldl..llga b;r periods - 6/29/.)6-1/28/.39 • ••••• • 

Conghll ll, Father 
IDIJr decides not to answer publicly but to write personal 

letter correctl..llg aisstat emEilts - 2/9/.39· •••••••• • ••••• 
a) C-onterccea ................................... . . .. . 
b) Propoaecl letter ...•................ . . ............. 
c) Lettsr aa t'l..llal1y aent by r egiatered maU .... . ... . 
d) Copy ot' l.ettsr sent to Cardillsl. 1Aun.de1el..ll <llld 

Archbishop l10011e;r 
l.) !ckllo• 1edged - 2/1.4/.39······ ······ ··········· 

-1"-

l"arl.e7, JaJOea !. 
Discusses with IDUr cODCern over bitterness which he 

12.) . 

8 

133 
134,160 
1.37 , 16.3 
170 

w. 

teel.s is collat&ntl;r growing- 2/9/.39· · ················· 181 
Fillellcillg, GOO'en>Milt. 

RecODstruct.iOD Pillellce CorporstiOill Jones and HMJr 
Oiscuas auoceaa ot' issue- 2/9/.39.................... . . 178 

.&.arlcan PederatiOil of Labor criticiam of Pedersl. 
a·pemiDg - 2r/1.4/'J9..... ........ . .. .. . . . . .. . . ........... )16 

- G -

~ 
Cochran reporta be baa bean 1Dfonoed Punk 1a new 

Reichab•nk preaideDt- 2/8/39 ••••••••••••••••• • •• •• ••• 
Aaerlcan r.basay, Ber11ll, trMaa.lte estimate and IIUIIIIIIll7 

atateseot 011 praaellt ecODomic s1tv.ati011 prepared jol..lltl;r 
b;r CbaDcer,- , !ttaoh .. , and the C011aulnte Genersl. -
2/9/39 ••••• •• •••• ••••••• •••• ••••••••••••• • •• .• • •••.•.•• 

'Illite -~ ...,.m. Oil current !Dgl.o-4el'Mil ooal dlacuasiona -
2./11./39 • • • • ••••• • • • • ••••••••• • • • •••••••••••••• • •••••••••• 

• 

45 

S6 

291 

' 
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- 0 - (Continued) 

Book Page 

Covernnent Bond Mar:Cet 
tJemorandWll, table, and chart: "•iho Owns Public Debt?" -

2/8/39 . .... . ...... . ... 0 ••••• 0 •••••• 0 •• 0 •• 0 ••• 0 0 •••• 0 • 164 17 
•Average Length of Maturity of tne Interest -Bearing 

Public Debt•: Haas menorandU2- 2/8/)9............... 20 
Great Britain 

uhite zoe=r andUI:I on current Anglo-(.erman coel discussions-
2/14/39 . •.. ................................ 0 • • • • • • • • • • • • 291 

- I -

Incase Tox Returns 
Hanes tells !!L!Jr Helvering wishes to discuss Mtter of 

annual audit of salaries or public officials, 
t lO,OOO and over, before any action is taken -
2/9/39 ... 0 •••• 0 ••••••••• 0 •• 0 • • 0 •• 0 ••••••• • 0. 0. 0 •••••• 0. 86 

- J -

Japan 
17ar Department tnemoranduc concerning discussion by 

German official at Japanese ~assy, Berlin, 
concerning purchases of scrap iron in ~erica -
2/8/39 . ...... .. 0 • 0 0 ••• 0 ••• 0 ........ .... ...... . .. . ...... . 

Ylar Departll"-llt me::ooranduca statinj; that Japanese 
representative will arrive in !Jellico City soon 
to sell Japanese residents in ~exico Chinese Eber6ency 
bonds to the amount of one million yen; will then 
proceed to Panruoa and Peru- 2/8/)9 ••.•. • •.••••• • ••..• 

- !( -

Knollonberg, Bernhard (Librarian, Yale University) 
See Appoint ments and Resign .tioos 

- L -

Leary, Cornelius 
See Appointments and Resignations 

Legorreta , Luis 0. 
Seo !!exico 

24J 

246 
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Book Faa-

r.texico 
Legorret a , Lilia G. (President , Banco Naoional 

de lole:.deo) con!'era rlth Jlll.7r 
a) lluf field =:oor&n<!u3 - 2/14/39. . . . . . • • • • • . . . . . l~ m 
b) Jo•e;:bus llaniala ' letter of i.Dtroduction. .... Jl.L 

MUDdeleiD, George (Cardi.Dal) 
!.leuerSMit h (State Department ) asks HlAJr to delay 

Rex until Cardbal C4Jl arrive !'roo~ Florida -

2/ 10/39 . ........•............................ . .... 
t.) IDIJr refuses to· do anything underhanded 

b ) Ita1ia.D Line itself a grees to wait . .•...•.•.• 

- II -

N~tional Resources Fi.DaDee Corpora tion 
See <>u:tget 

tlew Yor:.t T:Urd Int ernal Revenue Collection Distri ct 

See Appoi.Dt~ents end Resignat ions 
Noble, Edward J . (Ci vil ~eronautics Authori ty) 

FDR tells KAJr h e •cannot have• - 2/8/ )9 .... • •..•...• 

- p -

!'ike , Bernice (Collecto r of Custoe3s , Oi:lio) 

See Appoint::ents a:>d Re si;;n~tions 
Pcl>lio Debt 

i.lelllortllldu:o, t abl e, and chart: "Iillo 0.11s Publ ic Debt?"-

191 

2/8/ 39.. .. . • • . . . • • • . . . . . • • • . . . . . . . . . . . . . . . . . . • . . . . . . 1-

•:.verage Length or itaturity of the lnte rest....i'>et.r:l.ag 

Pcl>lic Debt" r liaas memorand110 - 2/ 8/ J9.............. 20 

- R -

Reconst ruction Finance Corporation 
See F in.a:>e i:lg , G<>ve=.....,nt 

- s-

Spein 
iluttenrorth reports MIDOr tlu>t British OYerseaa Ba.nk 

ia att«1pt iog to arrange a tl million revolving credit 

to Franco Spain- 2/lJ/39 •••••...•................... • 
stabilization 

Cochran authorbed to proceed to F1n lend 1 S.eda.n, lie~, 

and Drellaa.rt - 2/10/39 .. ........ . .... . ................. . 
Stabili~ation FUnd 

See also Book l6J , page 21J 

~e =::~:.a .. ==~~~~.~~~~.~~~~~.~.~:~:~~: : 24 
17! 
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Tuatj;m 
~~ ~ ~=- :i.elTe.::-i.n.G wi.Ce.s ~ d.Ue:a.s .. ~~ 

o! • -::a· · ~X!~ of •e l•-i_e.s ~ ;'i;!..!e ::!:"!-:~, 
~~"' ~ OTe:", b~cre E::T ~!.:c ls t..al:.e -

Book 

-</?, ; , _.. ............. .... ......................... . 1~ 
7aylr, -.;-:.. C. 

S!:E 1?-?01=-...:.c-:s a:! ?.e111t;"2~ !:zu 
:.-po~-, Sa.t !.%&1 Icooa:!-e Co=3-Z~~ 

J ~~ ;i1 ,J ·.:.~ ll !. ~ t.&.ke ::u ::ha=r.. • • ~ a..s - --·· ·- ... ,. ..., ... ,.,... ,.., ~=-· ..... .._ .. _.. -J=>f= :""~! .-~- ..... · ........... _ .. _..__ ..... v= o;:_.- vo.---- - #.. ; ,i7 •• 

!. ) !':16 ~ !A!' t':-:::'6:1 • .. • • .. .. .. .. .. • .. .. .. .. .. .. .. .. • .. .. .. .. .. .. .. ......... ... . 
:~;!.:.b-:!~-~!h~ Act 
~='! ~.::-&Q.'!·n ~ 2~ ;1.-r:-.: ~ ~!.....--:1 to 

~j)O:!e!! Jt;iS:.· ~i~ ~~:.io;.i.c.6 !1~:""'--:,~~ C?!!t="Cl 
~ ~~!;I C0":0~:-1.~: 0~ ;:&~ .. 3 t.:. .lac'!;~ -
~; IF ... ............ ......... ...... ............. . . . . 

a } .Fe:_..,. ~ ........ . ............................... .. ....... .. 
::} :?:-->~ ... ~~ ... ttoo. ........ .................... ............. ... . 

7:-: ~ $!-«7!.~ 

See -=· ~ .r == .t.:e;-!ea 
:,.-. : ?~:.!:; 1!ere1;:1} 
~ o:.-;,e!:.t.z.::.s u! ?.e si~-: 1-:-:.~: !ar:r.-, X£~ ;; .. 

!:"'e~s:="7 ~:.::-"*U:!A~!.ns, 1=e:-!ea.u S~:.. ~ 
•e.!.:.=:! ~r-: iA n ~~'L-ee~ ~~:"L., ?1..!)-AD&:iu.n 

-:u· ~) •1.. · • -...,, .. _... C- · ·-~ ~-~_......., "• ._...,.,._.: :.0 ~~ 
.. - ~ ... ·-·~ ---- - ·--· - .. ..-.. ... :---.;.- - -=v-
7"!.~ .QIC.~--= :=--.r=; :-e.=e~-:.L~!n..-:; ;:;-c~cs ~~ 
C~.e :..rr ! ; ;:-e!'e:--s !.::.:"a:-~ !!..:=.s..s:!=. r.. ~s !"irst. 
~!.=& - </8/J<> ••••• ••• •••••.• ••••••••••..••••.•..••• 

.!..} ::-t.:~ .,~ _e.:. :.e ......... .......................... ........... . 

';:.;;~:JI7"'~ ZA :.!e:~ 
H-!.5LC: 1"'8.~ : / :.:_;; ; ........... ..... ..................... . . 

ao::-a ?:-o~s.: ~s-:.:"&-:. i:xl 
~ :~:· ~~ F..e-1-e~ 

£ -

Pap 

, -.u 
l)l 

. ' .._ 
lJ 

2lf. 
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~;:Jr: 

Alnen 
5artie7: 

~r: 

-=· • 

::-:;r: 

? : 

" : 

=::Jr: 

3 : 

:.::.;;r: 

3 : 

:·-~· ....... .. 

::Cello. 

:ello. 

.Uben-

Ye~. 

Yeel:.. 

P'el:ruaJ7 8 , Ul3e. 
2:~ ;). D. 

• • 
1 

: •ye :;::n; e !et.:er, !t.'s Ter:v ~:>:-t., ... lUch : •d lUe t.:> 
ee:::i ~ C>.!>?t. ~e. 

\ 

! ~oe ~~ t~ -- : -- : trled t.:> g e t y:> u lBt.e yest.e~v 
! 've bee~ ~ ~~e 9pcc• ~e :,~1~~ee ~be las~ ~-o e~·e 
?0 ~ 0 1li :>~ ::Ue ~ : ~~Te~' t. :!:eli 8.JlY t.l:e , but.--

•::.._'7 d'!a:- :ei"Jit-.>:-: :::. :--e;;ly t.-, y?ur let.ter ?t Pebru.&.J'7 
!ec:>nd 1l: ~ 1 = 7:>:.1 u.c.e-! ~:>r ttr':>r::at.1on 1n ret;E~ t.o 
t:: e S t.ab1llz.a ~ br: :':t:X., : e.= .?1 eae ~ t. :> &. r.. ee y :>u as 
f:>ll:>l!E: 

1 . S!..cce 1t.:!t e.---e•t.!~o ~ t.!:,,:~ Act. ot C:>n.greae . tl':.e 
~d ::S.E b~r: :>;:lert't~ aa a;.ec1!'1ee by t.!le Ac t. un~er 
t.!le c t.rect t::>:: :>f ~ Se.::-et.~r:v ? 1' ue 'freaeu..'"3' IU!d w1t.h 
t.!le s.;:pr:>v-..1 ? f t. !l.e ?ree!~=t.. 

~ =~ 1e ec17 1?7ed f':>r ~ p:u"?Oee Q e c11'1call7 
et.at.ed 1.n t._e M:t., -rMc:. LE ~t. :>f ' et.ab111e1ng t.he 
excJ:ang_e valu e :>t'a ~:>l.l.ar ' . ::n 1t.s adcln1et.rat.1on 
eJ.l or t.he Act. • e ? ro'I'Ul:>::£ !:.aTe been =et ec.""Upulousl.Y 
f'o ll:>wed !lot.!! !.n ie t. t. er ~ !.n &? 1r1 t. 

'!:lD P'wld ::a. :nt. !>een £li?10yed r or an:! l)'.U"J)Oae, 
beeD o:::>e.~t.~ b ~ .q, d irect.]J or tnt< trect.l,y, 

:>t.!ler a~J ect. :>r ~ et'fect. an:! ot.!ler purpose t.hAn 
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8: 

--- .. ...,.. 0 - ·. 
"· -· 

3 : 

._:.:Jr: 

"· -· 

~:_:sr : 

"' · -· 
"-;.'Jr: 

9 : 

- 2 - 2 
thE~ stated in the Act. 

. 4. ~1le t he Congress &?proprla~ed two billion 
d?l l.ou-s ao s~eb1l1ze~1:>n for the fund , only ont!-tenth 
?! th~t ~:>unt , two hun~rt!d c~llion, has been set uo 
s.e " wor:Ung f und. • 

5. );ot "S a ? art. of the pur?Ose for "'hich the 
:~d P~1~te, bu~ as an 1nc1~·n~ t :l its operati on it 
~as e~cuculated e pr?fit. ~ne em~tmt or twelve million 
d~llars '"h 1ch :t"JU oentlon~ 1n your letter, ae reported 
) ro!it, is a~pro~Lma~el~ correct .• 

-en, ~hP t' s all rl.gtlt.. ··ow, I t h"JU&'lt thl e - -of 
c:>uree , rh~ t ~i5 l aporte le trying to e Pt you to give 
!lin t.he tlt>t.eUs of" t.!:tf' 'fll!j 1n which the Fund bas been 
?~ereted t o oeke ~~ t ?rO~it. 

::eah. 

}~ course, it ' s all r!gct t? ~1ve ~o as cuoh lnfor ma
:.!..:m fo & y:>u thlnL !.~ ' s "'dv 1sa"c-le t o do, i::ut the t r oubl e 
1~ , Pe : •v t> been t c!r.(! r.£ f bou~ it, you can't give hii 
tee details in ~'l ie~ t h1e -- this ~tl bas been oper a 
t.!ll; t resuh ed !.n t.!ll s _;ro~1t 7!.t.bout probably making 
oubl1c t.he - - t he Dr:>babl e action you would t Rke in 
si=i le r circumstances L~ the f ut ure. 

: net' s right. 

~d tO CO t ha t j":l~ jUSt , ln P~v~nce , SiVe YO"Jr hPnd 
a-~>:-' . !'hPt • e e c"J!:.,~·.l!.el ex;>res el:m, but it.' e ver y 
it ' s -- E'•· · ~·b"Jd:: un""r~:.f:'l'! !t; end 1! :•ou c\o t hat 
~ho ?un~ bec~oPs 'f n~ ~al~e . ~ou h~ve t o -- you ha ve 
~:> b• g:>vorned ~r~= ~sy t o CPy , or week to week, or 
~lnth to conth , by con~ !t. t?ns • 

T"n.&t ' s rlSbt. 

~~ I think t hat ' e Pll ri~t . ! don' t knon -- if you 
""f!.!lt.ed t::l add a ;:arae ' !'_,!I ex.:.la1n1ns "!l.v you oouldn • t 
g:> into d Ptsile £b:>u:. tt., r l:: ;·:>u ol!;ht do th<- t , but I 
C::ln • t r~c 11_·.- t h !.::lk it. ' e r.eceE~Bry. 

Juet te~e a n:>n-;1art1een poFi t l on. 

Ye~. ~r c:>urEe, your eX?lanat1on won't satisfy hio - -

l DlOW. 
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H:IJr: 

B: 

Hl:Jr : 

B: 

B: 

't:Jr: 

9 : 

B: 

B: 

!i .. *Jr : 

9 : 

Hl~r : 

9 : 

H:.:Jr: 

B: 

lf..!J'r: 

9 : 

- ~ - 3 

And he'll Just distort it end -- tor some partiean 
purpose. I think your letter is al t right. 

Well , the next thing he ' s going to do ls to a~ that 
I ' m -- I'm a liar. 

Yeah. 

What? 

That's right. 

Or that I haven't 

The.t you haven ' t enswered hie question. That you 
hPven' t--

Yes, or -- rsll he -- at least this putR ce on record. 

Sure. 

Th~t the Fund ls used !or the purpose ~h1ch it wae set 
up !or. 

That• e right. That 's right. 

And--

!n the use or that Fund !or that ?ur pose, thi s pr ofit 
bPs accumulated. 

Yes , and it Plso caL8s you ~nd ce together as tar a s 
the twelve million dollar s is concerned. 

That's right . 

P.uh? 
1! · 

I t h1nk it's all right, but or cour~e/he comee back 
with any furt her request, whY you can be governed then 
by the nature or it . 

ThO\t' a r ight . 

YeAh. 

now, Jus t one other thing while I ' ve got you on the 
wire. Is that Uilitary Af!P1re Committee in th~ Senate 
ever going to give out that testimony? 

I don't know. They are wa iting on the 
or it. You see they have - - they have 
witneee t o revise it, as usual, and 1t 
returned. 

on the return 
pe1'1111tted each 
haen•t all been 
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3 : 

;. -· 
:;:yr: 

.:: 

=::....-r: 

::: 
=::;r: 

? : 

3 : 

~r: 

~ = 

- 4 - • 
!'ebruar7 ooe. 

l'b-l:!uh. "'ell. i -. toold .reat.erdli,J 1t. had.n 1 t. &11 bem 
returned. 

r aee. 

.led .-hen t.he.r get. 1t. a.ll back. t.hen t.hey are going t.o 
decide • hat.. 11' 8I1J part ot tt. . t.hey 'fi l l give out.. 

! see. 

.... . 
_e~. 

? . ~- Yell. t henke t or t.he help. 

..Ul right.. 

~amll: .)"OU. 

Go~ b.re. Sorry I dl.dn' t. get. you yest.erde,y. 

U1a t. ' c 'Ill r !c;h t. . 

Ul r~t.. 

• 

Regraded Unclassified



~~r: Hello, Guy. 
~tl1 

February a, lQ~Q. 
~:14 i).ll. 

5 

~~lvering: hlr. Secretary, t his morning J 1a Rowe called me trom 
the White House--

~r: ~eah. 

~::.rr : 

::: 

-::Jr: 

-:.: . 

? : 

And epid tha t he had been authorized to state to me 
tha t on thes e temporary ap,o1ntcenta u? in thP t h ird 
~lew York Distrl.ct, o;e sb.,uld .)roceed trom now on in 
the usuel manner. 

Yt>Ph. 

;oow, I thoUGht I ' d advise you t a 1s on account ot the 
President's very direct statement to you and I t hat 
thPy were there, end with these teo?orPriPs, t hat's 
all he bee t o do wi th . 

'!eah. 

~e &?pr oved t he Alexan~er reco~endetion -- I ~rote 
a me~orsndum end you signPd tt and sent it t o h im. 

'!eah. 

~e appr oved t ha t - - the ~ee?in& of t h l.s man Kelly; 
We had him in tha t ?lace, to the next lower position 
and I think may'!:>e that's tee thing they were 
interested ln. 

~:ell, I asked :.:cintyre soce U ce ego whei her this fellow 
!\0118 we e 'J . K. and he ea t d :'e& . 

'!eah. 

So 1t be says eo, I thlnk it's all right. 

Yeah. \Vt>ll , he called me h1.J:Ieet1' . I talked to b1Jll 
this corning, and he - -

Well, I ' d go ahead on t hAt bsal&, then. 

Yeah , all right; I Just tbougbt I 'd let you know • bout 
1t. 

Yeah , I appreci a t e 1t. 

All right. 

Thank you. 
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:-... !;r· 
:,,'""eil 
.:ellet.t. : 

~: ..:r : 

": .Jr: 

~· ... _ .. - · . 

._-.. .,.. . 
~ . . 

'"..: ... ,.. . -.. 

'l'hle l e t.t.er . 

Wher e are you? 

At. oy office. 

>.h--

!"ebruary e, Ul;,P. 
:1::52 p. o. 

I ... e.!1t. t.:> Eee ::ac ~:>r a ::;!n.:t.e. :t 1 s very lcport.u:.t:. 
tn" t. : see lli::! f :>r a -1n.<t.e t..:Us ltft ern:>on. : ' 'l;I:'.Jse 
: C)uld c:>ne - - : C.Jald c:>~e ,ver n:>r 

~ell , I'c ea~s t., eee Lnd : •11 try t.o use my lnfluen ee 
rlt.h ::c"teyn:>ld£ . 

,;bsolutely . 

• 
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Pebru_"lrY a, lQ~Q. 1 
5: 18 p.o. 

Operator: Ur . K1lgor~. 

;-::..rr: Thank y~u. 

u~r : ~ello. 
BPr nard 
Kilgore: ~e ll? . 

~::..rr: K1lg~re--

K: Yee , s 1r. 

":.Jr: :Jorgentilau. 

'"::.:Jr : 

!-:! 'Jr: 

K: 

K: 

;:: :.r r: 

K: 

'f.:.J r : 

! : 

Y. : 

HI.!Jr: 

K: 

X: 

~ow long w~u!~ !t te£e you t o cooe ov~ and see =e? 

Well, n:>t vez:,• l~ng. 

Su_:>:;>OE1n£ ;:o~ co::e on :>ver? 

Al l right , : ' 11 co t~~t. 

-en, we ' ve :;ot. 8.!l edition ~oing to pr ee" !!: J•l!t a 
lltr.le !!:=:1le. 

Yeah, .. ~11--

Do you thlr~ 1:. ~~ld be advi sabl e f or oe to hold up 
!'nythlng--

I think tt.'s sdv1SBble to hold up your ed !t.lon unti l 
you eee ::•. 

All rlS:::t. , .-el:, : ' ll -- ! 'll oe over rlgl-t &Y 8.1 . 

: t~,Z it ' & aiYieable. It won' t take ~re ~ f1Ye 
e ec J:-t'!~ . 

All rlght. , ! ' 11 -

You better t old your ed1t1on until you see ::e. 

All r!.ght., : • 11 do that.. 

Thank .J'OU. 
Regraded Unclassified
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February a, 1939 

FOR THE SECRETARY: 

Mr. Crowley telephoned me thie afternoon 

and said that he had talked to Senator Glass Monday 

afternoon. llr. Crowley wanted me to tell you that 

the Senator is still 1all right 1 on the Bank Holdi ng 

Co~pany Bi ll. According to ~~. Crowley, Senator 

Glass v111 introduce t h e Bill after h1s subcommittee 

has f1n1shed work on the RFC Extension Bill, and he 

hopes to complete t hat Bill this week. 

ESD 

9 

\ 

' 
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DEPARTMENT OF STATE 

,.~ 8, 1939. 

Ky dear 1tr. eec::rnuy: 

· I enoloae herni~ a c erUf1e4 copy of 'the 

lett er which the D~ cl.eliYared today 'to 

·Dr. Rowe, Direc-tor Gelle:ral. of the PaD .laericaa 

Oni on, w1 tb. regazcl. to the reaolu't101l paaaed at 

the Lt.. COilfar•c• ill repr4 t o per1ocl.1o ue-ti.qa 

of 'freaau:ry repre..nat1.Y ... 

B:lacerely yoara, 

J:Dcloaure: 

!o Dr . Rowe, 
February, e, lSS. 

!ha Jloaorabl.e 

llerbert Feia, 
.A4'1'1.aer Oil Internat1.~ 

:&ooDcaio Affaire. 

Beary Jlor~-., Jr., 

Sear nary ., tlae Tr.-ry. 

10 
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, 7 .,. ...... 

• , deU ~. ll .... 

J -~• ••MlW wt_. U1e Tr•M~WJ la ~ ta 

rov taq..Ur at .,_, 11, u•, lat..UC , •• .,...,__. 

Ula1 ,_ - p 1•••ac u &ell Uaat a ao-e'tt• ef taa 

o.r...u. ...... • , , ..... ~laM Ual• " . ,,,., .. 

\o c:ouU. ~· neo-.s. ...... at Un ta r.....- te 

pal.U. .... .._. at Tr•-., r...-••taU••· J -

1AfCIII •• - \M T?ll~ Ula1 l\ lt pi' ...... W " r~ .......... , ........... -... ,~ .......... " 
ellgMU 1&&1 ~~ ....... M ••U .. , earU• ~- 1 l 

et '"* ,_., ...._ U la .. , pr.,a• '* pa lw rt •ef-
tal\e ~-- t• ,._ ....... _. tut at h &•llMII 

to YlreUM tM .... uaare ....... u •• ,,_..,. 

oppat n117 t• 1aJ'w 1 dt nne&• Mt-- tM .ut • 

·~-'• -. ue•l• ••..-la, ... \M1 l\ dw¥1 Ht ~ 

t1 ;lata tMt.., a~ sell• M ..a.tak• '* an&•• 

at ..a. •*'l'IC a1 ~ tw 1 -.r• •••· 
au•lllr ,..., 

auuat nua. 

s. .......... . 
Db SlU t w I etl ... ,._ ........... , ............. 
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llaa » 1 a ' 
lltriJot• etf ~ a L A 

.... ,.. w, a, 19.J9. 

l.i.u a 0 

ftd..l u tter ..... agreec~ 1lpOft t.r Mr. rc~a 

Ia! Ia. 'llxl. t. wi tb tbe Ulree -a. Udtcatad 

c!eletecl. 

•· am 
II t 20511 - 8oc. 200 

• 
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DEPARTMENT OF STATE 

WASHI-IOfi 

•r dar Jtr . &ecr~: 

I e:aclo .. a copy o1 t.he reeolllUOil paaaed at 

Liaa. De qra..U- 1011 raiee4 1s c~ere4 ill n.-bere4 

!3 

I -mer ce'Uier the 1o1lowillg ten o:t a reply t o 

the PaJl .&aer1caa 1blcm ' • illquiry WOilld be aactisfactory, 

t o be s.rt 1l:llll.r the sipature of t he S ecrHa%}' of State: 

8X -.. conaUed 1r1 tb. the Trea.ury ill 
r.,ep:rd~'ll to :roar i.Dqll1.rf of .J&~m&ry 18, 1939, 
ildCIIr'lliag U. Depa:r1;-1; t.hat fOU were p l anntng 
t o ul: Ulat a c-'"•• of t.he GoYerr:U.ng Boer4 
o'f U. PIPa ~ Uni- be appoillted to c-
• 14er U. r•ola:tlaa paaeed a1; Li• ill reprcl 
w pe:rlodlc ~illp of !T...W:l' repres-taU• ••· 
I - ill1w 811 11J the !Teanry tba 1; U 1a pr eparell 
to be repzn..te4 at this aeeUq by s ulUllle 
uperta, ...S 11 S1186eete t.hat t.he aeeUllg be 
hel.d -.t ..rller Ulf!l ll.ay 1 of this year, tbat 
U 1a llot prepued~ 'ilia U~to put forward. 
d~iaite ~icm5 f~ tile agenlla, aJlll t.hd 
U 1e 1Jitlt•• to 'l'iR&l.iae t.he prospecU• • •eU&c- - a.tforllillg oppcrrWA11y for ~oraal. 
d11 as'• betsnll the •arioaa upcrte tdlo ~4 
... a l e, ad tila1 1t doee Dot ccmte~~pi.ate tila1 
.ay a~1 u Jd be alldertak• to arr1•• at 
~ ...-t1liC a1 _,. fo~ agr•••1••. 

K-.y ••c-tbell, Jr . , 

SN%8tal:J of Ue Tr-...ry. 
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Wo1114 JO'Il khCJ.~ 1w4t••• wwt' • ~ Uaft rop}7 
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li.aoorol7 ~·. 

.. ..... ' Fe1a. 
~---~u~ .,._,_.,o A1'fatr•. 

~- rooola11-. 
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COPt 

MM'd'" If 'M L'• C=tus 7 Qlii'M H le"'W 

tf tr•nr llw• Fd'•• 

Tile Dele81itl• of ~ uau• Ita, .. taua•nu• a 
ruolvUoa wtalok wao llllalll-lr ~~;~~• .., \ae Coalu
-• r eacUac •• foU...n 

•ne llptk latuaau~ coatue u 
of .t.aerlOM "-'" 

RECO~ln.Dan 

1. -Tkat \llo Tr•...rlw of u. .l8ft'1oaa 
5\ako anuae for puloUe la!CIINal •"'lJica• 
lAOWd.ill& i;rOIIJ) Uld 1'9&1~ • ee\Uc-, ot l'ep
reeMtaU•eo for \be cU-al• of aWIJeno of 
~\41&1 1a\erea.t. 

2. "!U\ allCia IM9tla&• be llel4 a\ l••• 
•n•-llJ aad wl:l-er pi'O~~- of r,~eol&l 1-
,ort&Aoe ulao. 

:~ . •tu fh•' .. _.lac eball be held at 
c-\-la aot laur \ban Jvae 1, 1939 , 1A aooor4-
aaoe trt'll arn.ac••'• ,.._, ~ be 11'0d:e4 out ~,. 
\llo Paa .t.aarloaa Unl• after coual.ta\1CD trttb 
\be GWcrDMate of \M .t.aulcaa ~•pabUc:o. 

•.u tile til'•' aae\taa pr~ht• ahall be 
•de f tW \be orp..olaa'l• of ellba eco-• •eft
tAp. (Ap~ou4 Doo~ 23 , 1»31). • 

!5 
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Dr. Ut.rry D. WhUe, 

Dlrect.or ot llonetery Reaeorcb, 

Tronoury Oopnrtaent , 

• 
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TREASURY DEPARTMENT ! 7 
...,... cwra:a: c• x::• _ _._I:.AII;:nCJN 

-- February 8 , 19J9 . 

S-~bJect : 

'l.'lle a ttached alJart ~ >.a1:1 ~ COIW t;e ';)r1no.1pal. cl.a.ssea ot holders ot guara::tiee>i a-r :i!..-e:t Oc'fe~n1c obl.l.<;;a~=• and the estimated Si:l~~s o:- ~!.r hal~• oa :una }C, 19}3. 
Some ot the mare =~ ... ~~ ~cts ~~ t.U fig!L-ea are: 

(l) Ind1rtdlla1s, t=.::::;~ esoa>es, '""~;;, ete. , or.led l ess than a quarter o~ !If:.~ ··~; ;iebt a.od less ~ a !!..n.il of tbe guaranteed obl..16,a-;!.,..,-;; . 

(2) i'ederU 8<!.~=.!~ 5 ~ tr::s: ~ l:.eld. 12: perce.:.t ~ the direct public .Uc; &:I! :.:. percent ::~: the ;o;u d!.Nct &lid t,<Uaranteed debt . 1:hla 1.s :e~J.T as .:~c!l as w-as !:eld ~ lnnz-anoe companies, which J:r..tl.:! i.2 pe:-:en t o:t the U:-ect debt and 13 percent ot the to;al o;!!_~t s-~ e--aran~e:! debt. U ~ !lold1ngs or the i'eder5.1 3!.e..""Te ';e-ks are added ;o ;toee o:t 
Federal agenc.l.aa and :=.at !'=:::o!.s, ee w -;al wJUJ.C. a::z:'!ltl.1lt ~ 13 percent ot the aggree-~ Q.L-ee: tiebt, and ~ 17 peroe:lt or the a&,-regate ~; &.::I! ~!"L:ltee:i d eb t . 

(3) As 1a • ell bor=., ;;;"'• b~ =naU;ut:e ~e l..&."""gt'at single class or b.oLdn-s c : ~ tlC.~llc eebt. ;:be to~ ~dings ot co=erc.l.al. aJ:lll! -~ - .;;:s ':.-bs cnnatltute;! 39 ~l"Ce!!.t ot the direct publle c!~'!llt C.::: 'a percent ot t;e t ,otal d.t.rect and gua.ranteec! debt • 

.l ttachlllents 
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'":.~•:- o::!,.-=-----:ta .::..! ?._1 .... . ... .......... ... . _ .. .. ..... .. 

:-a: -.,-...:::!,. _. ~ .r.s~ !\:rAe }/ ...... . ...• 
a-.:! 101:11 r~~:lt !:~Tea~-:>!! !'"a:lda . ... 

f ~ :a: ~- ~:s~=& l ' . .. . ........ . . 

11.2 
2. ~ 

. 5 

1~. 1 

2.6 
11. 5 
1. 9 
. 5 

}6.6 

2 . 11 
. } 
• 

2. 7 

.7 

. 2 

. 9 

. 9 

. } 

13.6 
2.7 

. 5 

16.! 

2.6 
5. 2 
2.1 

-5 

1. ~ 
7.& 

Perce nt o~ total 
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19 

19 

6 
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i5: ~c.:a, a.::! ~er 1/2 c !' 1 percent. 
~:::e:- ::-~ ::a:-:-..;&.1 sa~ l::aak.a a=.d ~oe c~nl ea en20:>': troa Federal 1ncoz tax. 
_ - ~~c!u !'o~!,gn b>:i~a. 11'hl~ are ... ~~ted at l eas tl:an $100 Dl111ona. 
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• 

PRI NCI PAL HOLDBR8 OP DIRBOT AND GU AR.&NTBBD GOVBRNMBNT OBLI GATIONS 

Dlreet 
Obll ga tl one 

Guaranteed 
Obligations 

Dlreet mel 
Guaranteed 

Obll p tlone 

Ol'iu of 111o S......'l' ol 111o T ,_, - .. ._oo4,_ 

AND BSTIM.&TBD .&MOUN TS OP THBIR HOLDINGS * 

,_ 30, IIICJS 

10 
BilliONS Of DOllARS 

IS 20 2S 

I' 

• f':.f .C. MOTC-I MD.D 1'1 TH[ TIICAMIItY AU atCLUPtD· 

•• INCLUDING fiDUC IAIItUSt (STATU, u c. Ct C.O..WNUI:$ (X[WT fttOM r CDCAAL llleCCMC TAA. 
f' 0 TMC11t TMAN ll'UTUAL SAV I NO$ 8A*S NtfD IMSU«AN ' 

8-llS - A 
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TREASURY DEPARTMENT 
20 

-... P'ebruary II , 1939 . 

TO 

5Ubj ect; 

1 . 
a verage 
de-:,t at 

~tu±ee bere~o are a tal:1e and char~ aha.l.ng the 
lez:.g-..h o~ x~l~ of the ~ntereat-bearlr.g public 
t :.e er..~ ex! ;;::e cal.eDd&r years 1529-!338. wc1usi ve. 

3ecauae ~ ~ and pan•• ~ lr..cda were called 
a.ed redee:ed w adTv::ee of their original f inal t:atllrity 
c!ate e , tM ave~--e £as been c o=rputed 1n ~o w11.7s; (1) Wi th 
the ~turity ~ tt.e ca1.led bonds calcula~~ as ot the date 
o~ act-.1.8.1 call ; ~ ! 2 ) w!.th the aaturi~ ot the calle d bonds 
cs.lcuJ.ated as or .ae c!a~ of the!r origi.nal. Unal 117&turi ty, 
duri ng the p er1.oi :0~ "±e7 reliiL1.11e d outatanc11ng. (On oe 
they were ret~ ~ey naturall;r did not affect the average 
leng+..h or mat-...::"1.tl', regarclleae of their ortgl.na.l maturity 
date e. ) 

2 . It wl i1 ~ !:::)ted ~t on tt:a t1.ra~ basis, the avel'
age ::at".:r.l.ty a t t£• eu 0: t.be calelld&r 7U-r 19311 was the 
lo~est ot the pa31: 'te:J )'ears; an~ that on eitller beel.s, 
~ere ha.s been a :i • sti.:lct 1e~en.1ng ot U;.e av e::-age ma tur1ty 
e~ce 1934, te.~ ;o-;o=-e w .. a 8l.1gbt te:::;;orary rever ea.l 
~~ te.e ca1ea>!&r ]'ear 1m. 

J . I t sl:.oulC. =-e obse:-ved that averages of this sort 
co~cr1ng so er.eui.ed a oer1.x of t~ce cc.n~&W an !.ntemal 
'bi c e 1n t!:e dlreor;ton o1 shorteclng the ave~ ~~aturi t7. 
':bat 111, .l.t ~ cie3t ~d a1l c one1eted ot 1ong- ter;a obli ga
tions 1n 1929, acj. = c!:ange w t!l.e uw·nnt or co&:posi tion 
:>~ the debt had beeD ill!lde, the average Petur1. ty w;cuJ.d now be 
ten :rec.rs a!:o r..e-:-. :In oro!er to lengt!len tl:e average u. tur1 t1, 
!he =aturt ty ~ l1e'lO !.ssuea sust b e 8Uff1.elenU7 l onger than 
the J)reced!Lg an'l'2.~ ~ acre than of~eet the oatu:ral. reduo
~ion i n the ann.ge ::a~rl.ty that ;Uea pl.ace w1 th the Pere 
~usage ~ t!..ue. 

Atta~nta 
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nate 

Dec, 1929 
Dec. 19}0 

Dec. 19)1 
Dec. 1932 

!>eo. 
Dec. 

Dec. 
Dec. 

1933 
19311-

1935 
1936 

Dec, 1937 
Dec. 1938 

• ._.. LflCih ot ••J"lu ot 1:U 
Ill'-"8t-llear1JI& Pllbllo Deb' 

De01illber Jl, 1929-1938 

. lith Ubirij biin!a and • lith tlberij bOiidi iii4 • • • p.nep Qtnpl bonb • pane• CaDal bond& • • 
• COII!'U~ ~ 4&~· • c011p11ted to orlg1Dal • • 
: ot actual call : -.tur1u date . . • . . Year8 • Kon~ 

. Years . Konths : . • • . . • . : • 
• • • • 
: ' . s 1 . ll · J . . . 7 3 . 10 6 . . . . s 0 10 : : 10 
: 6 6 : 8 ll . . . 6 2 

. s 1 : 
6 ~ : 7 7 

: . 
s 7 • 8 7 : . 
9 ll • 9 11 : . . 
9 3 9 3 . : . 10 0 10 0 : . • . : . . . 

• . 
!iote: hol.ualYe o~ Con8ol.a, Post..! Sa•lnge bonds, U. S. llaY

lnga bond8, Aa,Juate4 8el"'"1ce bonda and special l85e8 
to ~rnMD~ agenc ies and ~at tunds. 

21 
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AVERA E 
OF INTERES T-BEA R ING 
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I I I - I 
I I • 

Wino LIIUTY AH1> PAJIAWI CANAL Bofu>s 
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febmerr e , l9M 

I asked the President wbether I can h&Ye Wobl.e 

and be s aid, •Abao1utelT no•. 

(The aboYe "lfob1e• is Edward J. !fobl.e or the C1.Y11 
Aeronau.ti.es Author! tT) 

, 
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re~e. ~ 

11:55-

Preeen~: 

... HaDel 

... Ou~ 
Jlr. Loobhead 
Dr. lh1~e 
llr. 8el'lla~e1n (aoon after ••t1ng etarted) 
.... notr. 

Bll.J'r: (re..UAg ltraft or repl;f t o Senator Lodge. ) 

I wou14 u.pl;f a.7 thi.e: 

-.., dears.-~ Lodge: 

In repl;t ~o 70ur 1nqu1r7 conoern-
1.Dg the ~~ fd tbe 8tab1lhat1on 
J'lmd. I - pU..ed ~ turn1eh 70U With 
the f ollowing 1D1'ona t1on: 

1. I~ baa been ueed aolel7 for the 
PIU1IOIH 111h1.cb Congreaa apeo1f1ed when 
tbe7 lll!e&t«'l the l'uDd • -17 • •etabU-
1r.1ng ~ embange 'QJ.ue fd t he dollar·. 

llr. BaDe a: Le~ • rem ~ c1rat't: 

-.., dear Sena~r Lodge: 

In rt~Pl:t ~o 70u.r 1nquir7 concern1ng 
~ autua or Ula 8~ab1lbat1on J'und. 
I - pl uae4 ~ r.pCU't: 

(l) ~ l'uDd of two b1lllon1 dol
lara -Ulor1.r.e4 b7 tbl Congrell in 
1~ baa bee~ UDder the d1reot1on of 
tbe S.Oreta~T or tbe ~aau.r7 troa thl 
4&te be waa abarge4 w1 th the reapou1-
b111 t7 ror 1ta •nase•nt. 

(2) ~ oo u- cblr1ng the operation 
of author1"' ooDf'e~ b7 the Act hal 
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•.,re tba.Jl 200 .tllion dol..l.are of tbe 
Pulld been eiiJ):lo7ed. 

(:5) I rim to etate 8'111lbaUcall7 
that the prorte1one of tbe law creaU.~~g 

tb1e hnd ban been a4a1D1etered 1D 
etric t oontorm. t7 to tbe Act of Congreae. 

(-i) '!be Fund baa nenr been used at 
&ll7 tiM or for an7 purpoee except for 
.. tabili r.&tion of currenoiee, etc. 

(5) I aa a1so pleaeed t o report tbat 
1n obedience to law , and under the aan
ag-nt of tbe ~easU1"7, the or2.gi..DU 
J'und baa been preee~ed w1 t hout an7 l oee, 
and i n add1Uon, there baa accrued to it 
a Yer7 eubetant1al profit: (twelYe ~on)t • 

25 

It's a politica1 docuaent. 
reaction. 

I aa look:1ng at the publio 

Kr. Gaston: Would you ~n;i r eatl.!.n;; ~ne? 

• I a• "r1 U ll; to acknowledge recei:;>t of ;;o'n" l e tte r 
of Fe·.l::"'.l:L-;,· 2 , i .n whl c!J. you l nqulre - to a. ~of the 
Stabill&atlon Fund, established b7 the Act of Congreee ap
proyed Januar7 :50, 19M(the GoJ.d Reee~e Act) • 

'l'here baa been no public report on tbe ope.raUou 
or t h e statue of the Stab1llut1on l'und , a1though I baYS on 
oc ..:aeion -.de oonfident1al dleol osuree aa to ite etatue to 
certe.1D colll:lltteee of the Congreee. Ae 7ou no doubt kllow, 
t he Act creating 1t oonta1ne thie direction: •u a.nraa1 
audit of euoh tUDd ehal.l be ade and a report thereof eub-
a1tted t o t he Pree1dent. 1 &uch annual.• udits baYe been 
•de regularJ.,- b7 a oo.-lttee of' three Yeteran ac<J)unt&Jlte 
in the c laeelfied career ee~ce and the audl t reporte baTe 
been dul7 eub~Ued t o t he Pree1dent aa the Act requl:ree. 

Tbe President on Jana&r7 19 t~tted to tbe Tioe 
Pree1dent aDd t o tba 8peaker ot the Bouee of Repreeenta
t1Yee ident1&al letters requesting tbat leg1elaUon be 
enacted at th1e eeeeion to extend until Januar7 15, l.!K1, 
t he powers g ranted in SecUOD 10 o f the Oold ReeerYe Act, 
rel&U~~g to the etabiliution fund, ae well ae certain other 
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other power& granted bJ the Act. 

"those letter& contailled the follow1~ aentenoe: 

1Yhe Seoret&rJ of the 'freaaUJ7 and other repreaen
tatiTea of the Treaaur, Departaent will be aTailable t o 
d1acuaa w1 th the appropriate colla1 tteea of Congreaa the 
prot?leu relati~ to such leg1alation. ' 

26 

"It seems to me that ~ appearance before euoh oo.
a1tteea of Co~reaa would constitute the appropriate ocoasion 
for • to lll&ke such add1 t1onal d1aoloaures w1 th reapaot to 
the stabilization fund as appear to be in the publio interest. 
There are, howeTer, certa1n general atata .. nts wh1oh it would 
seea proper to make at th1s t111e, eo• of which are reneoted, 
not 1n Jour letter to .. , but in Jour rellllrlts on the no or of 
the Senate as reported in the Congreeeional Record of Wednea-
4&7, Febru&rJ 1 . 

1. .t.e proTided bJ the Act of Congreu creat1~ 1t , 
the fund has been sinoe its creation operated under the di
rection and control of the Secret&r)' of the Treaeuey, w1 th 
the approTal of the Prea1dent. 

2 . It has been uee4 aolelJ for the purpose la1d down 
in the Act, wh1oh 1a that of 'stabilldng the exchange Talue 
ot the dollar' • 

3 . It ha8 not been eJII)loJed 1n 'Juggling a forelgn 
nation's currenoJ.' The United Statea asserts the right 
t o control the Talue of its own currenoJ and in all 1ta 
deallllgs aoooroa the same r1ght to other nat1one. 

•· 1fh1le Congreu appropriated the amount of 
12,000,000,000 as a atabilluUen fund, onlJ $200,000,000 
or one-tenth of this amount, ha8 been withdrawn from the 
!reUUI7 ae a wor!Ung fund. 

s. The fund haa been highlJ auooeufUl., l n .:, op1n1on, 
in atta1n1ng the obJeotlTea Mt for it bJ the Congreu ; that 
18, 1n stabllidng the aohange Talue of the dollar, the onl7 
obJeotiTe tor wh1oh 1t hae eYer been eiiJ)loJed. 

6. !be Fund has not been operated at a lou, but on 
the cont rarJ, aa an 1no1dent to 1ta operat1ona , although not 
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a part of the purpoee for wb1 ch it baa been operated, 
the fund b&.e acouiiUlated a profit. 1 

HJI,Jr: (Interrupt1Dg the read1ng) llo , I don1 t 
want to ea:r that last thing. 

Jlr, ~·~on: Of couree, that could be lett out. 
You have eait before. 'fhe point 1e that ie the 
particular th1ng he aeke :rou for. 

(At th1e point, Jlr. Bernstein came i n.) 

27 

~· Loc~bt~d: You are answering what he ea1d 
on t heoor o t e Congreee. I wae wondetiing whether 
:rou want to bother with that or etiok to the letter. 

!here 
raise 

Dr. !hite: I think that b the general. ~roach. 
are one or t wo other sentences I would like to 
f or diecuesion. 

Included in one of the sentences 111&7 be another 
clause which emphal1zee the fact that :rou are ue1ng 
tll1e exclueivel:r for purpose• of l!lonetar:r stabilization 
either b7 inference to sa:r the:r are not being ueed f or 
political purpoeee or cone1der a etatement that at no 
t111e b&e an:r of the tund ever been used to service po
ll tical ends -- whether that should be done b7 iiiP11e&
tion or a direct etatelllent, but it ehould be one or 
the other. 

HJI,Jr: I don't -- t he queetion he writee .. ie 
1 I understand the etabillzation fund baa been used in 
such a we:~ as to make a prof1 t to the American!reasur:r 
of something like 112,000,000. • I s th1e correct and 
how wae it realizedl 

~! Whitt: Ie that all he aeksT 

!1:· Ba•tgg: How a~ch a nd bow it was realized. 

1!1:· Whit I: I change ~ 81nd. 

!1:· Gaston: or course, Johnn1e' a idea 11 we 
ahould lll&ke eome general statement of what it hae or 
baa not been ueed for. 
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Dr. !hite: I withdraw wq lallt auggeat1on. 

!Dl,Jr: Acknowledge receipt of the letter -- in 
answer to :rour quest i on , the a\abiUzation fund hae • de 
a pr ofit. Fora:rour add1t1.onal. inforaation, I want to 
put in as strong statement aa we can 1:ba t we haTe not 
Juggled an:r f oreign currencies. 1f01Ud that answer what 
:rou haTe ln :rour mindl 

Mr. Hanr': I am l ook.lng at thla not aa Lodge, but 
when ;rou h&ndt to the preaa enr paper in the United 
States la gol~ to Carr)' thl.a thl.Dg aDd there 18 an awful 
lot of interest ln it a nd, therefore, I think :rou b&Ye to 
take a poait1Ye approach ratber than an negatin one in 
defending :rouraelf. I don ' t want to defend ouraelYea 
against an;rtMng. I want to -.:1 thl.a la in obedience to 
the law and go down t he llne and not g1Ye the impl i cation 
that we are defe nding ouraelTes. 

Kr . Gaot~nl How about tb1a: in reply to :rour 
letter and to o ear up .taconceptions in :rour remarks 
in the Senate •• •• 

Mr. Hanea: 'l'ha\ will ea11 people ' a attention to 
the etatement and I want to get out a broad public state
ment and no~ can argue with i\ and lf he .u~ts to in
Yeatigate that • up to Co~••· But to answer that 
letter, the Senator haa t o a~q the Secretary of the 'l'reae
ur:r ia a llar. 

Dr. rut!: I would agree. I would go a atep 
further. I wou d g1Ye both letters. GiYlng both letters 
would J ustify a brlef repl;r, a d1gn1t1ed state!D'nt. I 
thlnk I would even cut out one of the sentences :rou haYe, 
but I a m in thorough agreement with the principle aa John 
states it. 

IDl,Jr: lfhl.ch sentence would :rou cut outl 

Dr. 'Illite: I would haTe to take a look at it &!'&ln. 
You wouldn1 t want to NJ the a::oountf 

Kr. ~eoa: I tb1.nk ., 
emphaele on200 ,000,000. 
ticularl:r lllpOrtant. 

atate•nt .akea too IIUoh 
I don 1 t think that' • par-
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I'· Ban11: I don't e1 tber. I think TOU can 
lean 1 out. fl1e eXOlUII :tor WI'1U~ tbe latter and 
g1rtng the 1n:to:rsat1on, I etate 1n tbe :t11'et paragraph. 
In the aeoond I eQ tb1e tlmd o:t t2,ooo,ooo,ooo -· 
author1ud bT Congre11 1mder oerta1n conditione and I 
aa charged w1th the adm.D:letraUOD and I hawe been a4-
1111l1ete1'1ng it. 7be thiN 7 011 can lean out, aboat 
the teoo,ooo,ooo. I th1Dk 1t a1gbt eern eollll! uae:tul 
purpoae 1n the public mnde. He baa bad 12,000,000,000; 
baa onl7 used t200,ooo,ooo. He'• a oo~t~ern.tin fellow. 

Mr.~ton: I th1.nk the eeeentl.al. Ullng 11 to 
state the hae been ueed eolel.J' f or tha Jl'U1)0eea 
atated 1n tbe .A.ct, which 11 atablllz.lng the exobange 
Yalue of the dollar. 

!lr. !!r"ea:Here la where I ccme t o the third part, 
which I thi ia a o rttal17 i~, where I ~ 1t 
baa not onlT been adl:l1n1.tered aa stated up here , but 
in strict contoriBitT to tbe .A.ct o:t Coagreu; that 11, 
I 887 I whh to state e11Phat1call.7 tbe prorta1ona ot the 
law creating this t'wld baTe been ~ll1atered in etrlct 
con:to1'1!11t7 w1th the .A.ct of Congreu. The onl:f W87 to 
answer that la t or tu. to 887 7011 .re a liar. 

Dr• !bite: He does not 111PlT in h1a letter that 
you are not 10 using it. 

Kr. Hanes: Then, e:q~lauatoi'J' ot that nllllber :1, 
t he fund ha;neTer been used at a.D;J tt.e t o r aD)' purpose 
except tor - whate•er 7oa -n to put in there. 

FiTe, I .. alao pleased to report that 1n olledi
ence to the law -- again al~a Ln strict obedience to 
that law -- and under the unageaent o:t the !re&IW'7, 
the original :tund haa beetl preae"ed w11:hoat &D7 loaa 
and, 1n addition, there haa accrued t o 1t t1.2,000,000 
profit, it you like. 

Dr. !bite: I l.1ke that last aateuce. 

I wilh 7011 would giTe ua aboat half an hour and 
I think we can agree on •~thing. 
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Hll ,Jr: Wou1d 7ou want to do that! 

!lr. Hanes: I don' t oare what 7ou do , except 
don 1 t put it in Tre&BU17 language. I don 1 t S&7 tbf.t 
w1th aD7 oritio1sa. 

IDL_.t:r: WJ.ll 70U take the I! four .. en in 7our 
oft1ce iiOi'r 

' 

Dr. 11h1te: • I thl.nk we can ~ Ttr'1 quJ.ckl7 • 
• 

llr. Hanea: I would 11ke to put th1s in s~le 
language 10 the n-~>~&pere will 1&7, Korgenthau d1d a 
grand Job, d1dn1 t be. ftlrow that back in Lo~e ' s race. 

~Jr: I .. open to arsu-ent about s&7i~ 7e1, 
we did e tl2,ooo,ooo. 

llr 
loll and f 
prot1t. 

Lo~f ... &d: Preee~ed the tund w1 thout aD7 wo 4f1ue to add, incidentally, it -• a 

Mr• O.stop: It 1en1 t a large profit, because 
1! you invested 1n OoTermaent funds you would haTe a 
larger prot1t 1'roa that. 

Dr, 11b1te: It ' s a substantial profit, 

!lr, O..ton: Cona1der1J18 the fact it has not 
ex1ated for -.k.l..%8 a profit, 

30 

Hll .Jr: Rarr7 t!Unk.s be can work better, and that' 1 
al.l right with ae, 1! 70u t aka t hese four in 70ur oft1oe 
and knock tb1a t h1ng out and wbene•er you are read7, ooa 
back and see •· On the letter, I will see the11 at 
2:15, but I wou1d 11ke to han a fin1ehed dooUilent at 
2:15 on th1s letter. 

oOo-oOo 
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& h {... _, I r I, 

Senator Lod4;;e : 

In ro!'lY to 'JOW" inquiry concerning the atatu.a of the 

S~&oili r.ation Fund, I o.::1 pleased to report: 

(l) ~~· l'.md of two 'bUUon dollar authorized b7 

t he Congress in 19 --- h&a been under the dirac on of tho Secretary 

of the Treasury fro~ tho date he wee charged wi the responsibility 

for it~ managcoont , 

( 2 ) At ~ no tice ~u.ring the opera ion of authorit'/ 

conferred b;>' the J.ct baa cora t'--" 200 c1ll1on llars of the ll'und 

beez: eoployed. 

(:; ) I wish t o state ecphatteally t t t he proviaiono 

of the law creat ine thio Fund have 'beez: admini tared in strict 

co~~ornity to t he Act o~ Cong=esa. 

(4) The Fund has n9ver 'been 'JAed t Bn'J ti~e or for 

~Y Y~lse except for ct&Oi!iiation 

(5) I a:o o.l'o pleased to 

la1·, and under the !lllllla&BOent of tl'e Treaa 

ha• been preaervoC witaout nDJ ~oss , and in 

eccr~ed to it a very aubctnntial profit 

etc. 

~ in o~edie~co t o 

, the original lund 
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f. ~ CSDart or t hia profit, whlch w:.a o~• t he ruJecta o f TOW bquir)', 

• ., quHa w!l,lJ.nc t o at.u = der tM aanct1on or u, before ., aypropria\e 

Sincerely , 
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ur. secretsry . do you know anything about. t.h1a f ellow 
Bucltl.ey? 

No. 

!!l!we you heard an,yt.hl.ng about. him? 

No . 

You kno~, they ment ioned over there the other de.y of 
thre man D e ye r , the At t.orney General of the st.1tte. 

Yeah. 

I t hink he e.nc Senator WAlsh are going to get. together 
?n a fellow by the nace of Buckley . 

I never heard of h im. 

::owt.hl' t • s just gra!)evine informe.t.1on I had. 

~ell , let's see wha t. happens now, shall we? 

Yeah. 

Huh? 

~ suggestion would be that ~e don ' t do anyt hing unt.11 
~e hear about. that. 

All r1gbt. Tb~t • e all right., but. you m1gbt 1nqu1r e 
~b?ut. thie fellow Leary . 

Ye&b, I ' ll get hie reoord and everything. 

G?oe ! T"nenk y :>U. 

All rl.ght.. 
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P.AUPJIU.8K OF fD,IQI&M JlKCKlUD 

~~ .laer1oan 'lltlleeay, Parle, rruoe 

~at•: February 8, l9S9, 8 P·•· 

10.: a•3 
ntCIICOOBRU 

The French etab1l1sat1on fttDd had gained 1,000,000 

pounds by five o•clook thie eveniq. The :tUDd had given 

an order w Morgana today to bUJ dolla.re, but none were 

boupt. The Guaranty boupt :tor the fund yeeterd&y 

130.000 po1mda and t3,6:55,000. 

The Bank o:t rruoe ~eruor .baa reoe1Te4 a c~1oa~ 

t1on :traa FUnk to the e!:tect tbat •the UDderei&ned noti:t1ee • 

that he has been naaed u the Re1chebank Preaident, I 

learn :traa Basel tbat there 18 an uncon!ir.ed report 

circulating there tbat this weekend FUnk will not attend 

the BIS aeeting, It 18 said he will send Brink-.nn only 

for the !or•l Kond&y aeriiD&, and tbat be will not be 

there :tor the i n:tor-l •eeuna 011 8und.ay o:t the central 

bank governors. rraa the :toregoill(t there 18 1DI11cdion 

tbat rwu:•e attitude tow.rd central bank governors 

collectively and 1nd.1v1du.al.ly ae represented by the BIB 

•Y not be any too cordial. J.t the present aoiMilt Bechler, 

the Geran Ree14ent Kanacer of the BIS, 18 .1n Berl.in to 

:ti!ld out what hie OWD. poe1 t.ion •Y be in the Mlll'e, ae 

well •• the future relat1onell1p be'tlrem the Re1chebank 

and the BI8. 

J.e yet noth.ing 1e 11::11- to ay central ballk.in.g frieda 

Of 
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February 8 , 1939 

Yea t e rC.ay, Feb ru.a17 7, at about 12 o ' clock, 
1fa;;oe Taylor 11'£l.ked into c!::e Secretary' s off1 ce and 
handed ln h ls letter o f rea~rAtlon and the Seore
tar, a ske d h1l:> 1! he d1d not want 24 hours to think 
1 t over. 'Ja,;"!'le 'i'a,ylor said tha c he did not ; that 
he •anted d e!1•dtely tc Cand l n h is res i gnat i on . Re 
:old t h e Sec retary tt~: he ~ also sent a let ter t~ 

t l".e Pres1de:'lt . 

This oorn1:-~ , i'el:lr<Jary 8 t h , at 9 : 30, t h e Sec-
reta:j· -er.t t o see t!:e ?res 1c!ent. 1'he President -s 
•ter:,· nice ar.d was cor.a l d erab:Y annoyed w1 th Way ne 
'!a~·lor . 

~pon rece~vl:-~ a =esaage ttat Taylor ' s a ppoint
- ent w1t r. t h e ~slc!ent ~ been c~ged from 4 o ' clock 
t o 2 : 30 toeay , EU ,Jr sent ~or Tayl o r at 2 o'clock and 
t ol d !:1::: t!:".at =.e ~elt :~ ;;art o~ :Us l etter referri ng 
to t ::e 3ecr~ta.-J ' s secrecy 1n co:1necti on wi t h t h e French 
olane s i t •.IB.::io:t waa unfair am u :1true and that 1! Wayne 
Taylor d i d not :ake that part ou t t hat h e , t h e Secretary, 
-ould have t o : e: i nt o an oper. c o :ltroveray with him. 
':'aylo::- sa.ld h.e did not V3Jlt t:!lat t o ha90e n , but t ha t he 
•o'.l.ld want a ::.J.ttle tl=e to t !".1M l t over. 

At 4:45 t h e P::-es1dent c a1led ID:,Jr and s a id that 
h e had t a1ked t o ':'a;;lor P-'ld l:.ad told Taylor to t h i n.1t 1 t 
over . The P::-esldent added t~t he also t old Taylor 
tha: w:U. l e t t.e 5ecretar:< d1d not ::;ean tr.at he wanted 
!:is :::e n t o agree •i t h e'<"e i'l t~..tns ti:".a t h e did, the Sec
retary did cean :~; o::ce 1t - as a11 Adl:11.n1strat1on policy 

t hat he would ils.ve t ::1 ,; o along' 

At this point, Ell,Jr told t Le President that 
l.o"Cell !!e ll.e~t !:.ad b een 1.!1 t o lock !>Ver t h e sta tement 
whl.cl: had bee r: ;>reparee L'\ ll.Oswer t o Fa t her Coughlin 
ar.d t hat knon :-.g how close J.:ellett was to the Prealdent 
h e, Hl!,Jr, had aho'll'll h1o 1fayne Taylor ' s letter. The 
Secretar;; t old 1:h e President t hat Lowell Uellett had 
said 1t was a very d1rt:; l et:er and had qde t h e tol

l ow1. !'tb sut;Sesti on: tha;; t h e P::-es1dent &i ve Tay l or 
anot her Job ru:d t!len ease hi:: out a t the end or three 
conths o r so; t hat t his wot:ld not hO'If Taylor up u 
t h e great A::er1can he p retends t o b e . Th e President 

thought well o! ttie. 
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After Taylor's retur n from t he White House he 
asked to see the Secretary, but the Secretary postponed 
this meeting until att ar he had had the above conversa
t i on with the Presi dent. The Secretary sent for Taylor 
a t 5 o ' clock . 

Act i ng on the President ' s suggestion that HU,J r 
should call hi m after t he Secretary had talked to Taylor, 
lti ,Jr phoned the President at 5 : 20 and said, "I had a 
long t alk with Wayne and h1& whole attitude is chansed. 
He le quite affable. One of t h e things t hat I talked 
about was his reference to my seorecy l n connection with 
t~ French a i rplanes. ae is willing t o change his letter, 
but wants a chance t o think about it overni ght . I said , 
' You know, Wayne , things are very difficult and once t he 
President says 1 t hat is t he poli cy• then we a ll have to 
go do~ t he line . He is the quart erback. He &ives t he 
a1t;nala a nd we have t o carr y ou t his orders . ' Wayne 
said , ' Nobody rea lizes that more than I do. ' • 

"I said to Wayne, 'You know, you went over and 
voted on the Exoort-Import Bank Ioan for China. You 
are on record.' 11 

"Oh, Taylor is quite, qu1 te different ! He also 
said he didn' t know, if he stayed, whether his usefulness 
l n the Treasury would be worth anything. He also said 
tha t Kilgore was going to run a s t ory that he .,as ·going 
to resign and I told h i m I would send for Ki l gore and 
tell h i m not to run it. • The President commented, "I 
thinlt t hat is much better. 1 

In conclusion, the Secretary said t o the President, 
1 This is no time to do it and in the manner in which he 
wanted to do i t . I am lea r ni ng!" 
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Waehlncton. 

!'e'oruuy 7, 1939. 

In the -t1.ng bcld 1.D :rour office at 9:30 e . a., 
on Feb~ 6, 19-39, JOU aake<l to be lllto~ it ~ 0114 
present 1C1ll not 1.D co:~plete 86J'8-nt 11'1 th certal.D 
pollciea and acts w!lich JOU han Wt1a te4 and under
taken . You ""'ntioned specU'ice.lly the utension of 
credit to the Chl.:ese , the purchase of sUnr tro:1 the 
Spanish Loyalist Gonn>::ent, and the French aeroplane 

purehases. 

~le I belieYe that I ande ~ position quite 
clear during the 41seuas 1ons which attended these 
negoti ations , I e:. tskill8 the opportunity w!lieh your 
question of !e'oruery 6th offers. 

I believe that I can beat s\IS:IariZA> 1lf1 position 
by tel.llng :rou that if I had ben Seoretarr of the 
Treesurr I would not han initiated ~ of the negotiations 
w!lieh JOU o&J:.tione4. In the ease of the Chinese and 
SpaJlJ.sh tnnaaet1ona, I r eel that the actions w!lieh wre 
taken rtolate the spirit of our neutrall ty legi.slation 
w!lich represents the last expressed. opWon of the All8rioan 
people on t!le subject of our giYing eid , r1nane1el or other
rise, to 'oelllgerente. In the ease of the aeroplane JIU1"' 
chases by the ?ranch, I do not r eel that the Seeretarr of 
t he Tre"surr sbOald d eYOte his t1.cB to :atter5 'llhieh ao 
obrtoualy fall outside the jur1841et1on of the Tre&SilrY 

Departm~~nt. 

I do not esk or expect JOU to agree 11'1 th ~ opl.Dion 
on these -tters, as I f ully realize the sinc>eritr ot yov:r 
approach to ~ decision l.DvolTinS the national l.Dterest. 
ll:r 01111 ap-proach i s similar· In :rov:r discussion of 
these questions on J'ebruarr 6th :rou 1.D effect eslr:84 
those present to coapletely endorse the transactions 'llhioh 

I 
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you apeoit1call:1 • nt10De4, eDd w UD4erwrUe tu~w• 
pol1o1ee end acta ot at.ilar character. I carmot 6D 

e1tber ot these tb!Dga. 

I consider it a pr1.rllege w ban bad the ~ 
port IIIli ty or sen1D6 ., c61111try durill6 tbe pest siX 
;rears, and I 110uld gladlJ continue to do eo. ~. 
under all tbe cil'CQI!.StallC .. I do DOt bellen tbat it 
ia des irable or possible ror • to continue in 7q 

present capec1 ty. I tbaretore r eel tbat I IIIISt 
resign a& AJss1atent Seeretuy or t ba TreaSil1'7. 

Tbe Honorable 

Henry )IO:rgentbau, Zr., 

so 
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Pcbn''" &, 19:59 

Wayne Tqlor ca.e 1n to see ae thl.s -orn1.ng and said 

that, after tb!nk1r& the ~:~&tter OTer, he decided that he 

better go throueb with his resignation. He said he was in 

priYate business once and tried to sta,., a!'ter he thougH; he 

ought to get out , and the thing dJ.dn1 t work. 

So I s&J.d, "ll'a;yne, I baye a1ways bad a ru1e that 

anybody Ih~ works for me and wants to resign - I never urge 

hi.c to sta7. You se~ to have a friend1y attitude but I 

can 't unders~ .tly you write the kind of letter that you 

51 

do which at this ti.l:e, when made public, will be Yery damaging ." 

Eo he said, •I have no intention or making the letter public. 

':1-.e ? r esident gave ce so:e friendly advice about how to resign 

and I expect to !'ollow it. • I said, "Wayne, you say you 

have the k1nd11est feelings toward me but the gap 1n your 

l e t t er is as big as the Grand Canyon where you leaYe out saying 

that you f eo-l. ldr:dly dJ.spos ed". He said, 110h1 I thought I 

said tha t and 1 reall z:e the sincerity or your approach". I said, 

"lb, t hat does not say anything ." So I said, "I take it 

tha t you disap?J'OYe of a large propor tion of the policies of 

the Treasury the fmJ' I nm it•. Be said, "'fo, that1 s not so -

its more lJ.ke two hor ses in a team and they don't pull v ery 

well. Ooes tha t &alte i t clear?• I sai.d, "No. This isn' t 

a sudden thQU£~t on your part because SteYe Early told the 

President t hat you told Pa Watson that you wanted to resign a 

week ago . • He said, "'fo, I nev er s a i d anything . Before I 

went sout h I to~c Pa Watson I was getting r estless. The f irst 

person I ever c.ent1oned the resignation to was when I handed 

it t o yo~~~ ~es!sr. • 

During the night I had an idea that in order to keep 

';'layne fro~ c31r1 tv; !be letter ;rublic, if the President wanted to 

urge hl111 to suy , I WO".ll.d be willing to bBYe him stay U we 

transferred all of his activities to Procure111ent, Bureau of 

the ll1nt or Bureau of Eng r aVing but only under those circum

stances. I sade no mention of this to Taylor. 

I t he:t called up the Pres ident and said that Wayne 

':'aylor h:ll! been b to see oe and, after t.b1 nking it OYer, he 

decided to res~. The President sai.d, • How soon?" and I said, 

"I think right away•. Se sa1d, "'\'/bat about the letter?" 

I said, •'lf~e said tbet you gaye b1a some friend1y advice 

(l!ld be had no intention of m,alr1ng the letter public. I think 

I would let hiD go, Kr. President•. So the President said be 

would see h1a durin; the day. 

* * * * • • • * * * 
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Wa7Ile Taylor r-·nd that part of his letter which 
referred to ~he secrecy 1n connection with the French airplane• 
and banded to the Secretary a new letter of resignation 
which is attached herewith . 

• 
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SecrEtary of st~tE, 

t:ashington. 

H'S, "' Ebruary 9 , 6 p. m. 

GRAY 

London 

Dated F Ebruary 9 , 1939 

Rec 'd 3 :10 !)omo 

?CR 'l'iEJ.SU!r{ ?RO'" Btm£!\ "OR:'F. . 

ThE forEi~n E~chan£E ~rkEt has beEn rElativEly 

inactivE ~oday ; EV En t~c r Lslg~at1cn of BElgi an CabinEt 

had .L t.tl E Eff Ect bECQUSE lt wa s EXpECtEdo ThE dollar 

optnt<l off ErEd mninly due to Swiss salEs for convErsion 

into Svtiss francs . 'l'hE Br i tish authoritiEs acquirEd 

somE clollars b£forE f ixing but thE volumE of trading 

nftEr f ixing was VEry small. Gold was fix ed at 148 

sh1111n:s 3- 1/2 !)Enct which was parity and of the 275 

bars sol d 68 u trE suprll td by the 3r1tish fUnd and 73 wcr£ 

marriEcio 

JOB:ISON 

"FEC : r:t'!c 
1 

• 

... 

-
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PAllAPJIL&8K or mpp•• RO)CJtD 

ftC.; Aa£1- ••••T, Pule, rr-ce 

Ilo\H; J'ebr~ar~ 9, 1938, 5 p .a. 

•o.; :Me 

Jl.<3l OOClllU. 

'today'• exc:henp ~tat f •tv .. by reai.p!IH- of 

Belgiu C&b 11let &Ad. ccmaequent cieoU.. 1ll belp. .lJa 

54 

orda- to parchue clolla:re for the Jr~ t1m11 ~ -.. 

giYen t o Lasar4 l'rcr•. ~.ooo -.. p..a to ~ -..y 

auarut~, u4 otha- e'oa.rc.. p.Ye fair offcriq. a

eterllag &lao a.oqulr .. 'by fla4. Botll e1:crllag aDd clolhr• 

are be1Dg eo14 b~ 8w'1A llmlke. • .. York 111 repaMe4 aa 

be11lg a bu1'«r of Swiae tranc e, • tlale euu mcy b quJ.te 

IIU OJISo Goo4 b 14dl.ag COIIU.-.. f• Jr811C1a b 11111')" "aade, 

parUCI.llarb for the ai.::r: a o11tha balM. J'wbx 'J 3 nate

aent of the BIIDl: of :rr-- ahorelll tair1~ ' 'llf z!Wat ea4 of 

aonth 11lcr ... • 1ll cireul.atioa &114 depoeJ.te dur .. e, wb.1ola 

ca.peneat .. t o _ _. ~ ratio of 62.50 Y«r- 62.46. 

:rr- U.te~ c• 11 a pr .. • report toUt ~ BoUnf 

Allerioaa Lilae )w.e --. fou-i.llg lte g al. ·~· 

t)w.t the -cea•t ftllil4 - 1-c• p11bliell dfta.1la of p14 

ahlpaeate to the 1JIIlte4 aut .. froa the .nlaerlalldll, at 

the req-.t: of tllae •n~~~cr,_•• Balk. 8-.k aallla -11ld M 

ia llAe ntk the etfane of tllle Dnck ~u .. to keep 

t heir SOld opcraUoaa 'Nllet. 1.1 t= f1,.....•1 a ; ,... 

aJ.lep tlllet ~1:az. ... I'U'U lilian Uil CIJ¥ ~ ·

eol•U~ wUIII ~ ll:rlUIIIII &ld'vtU• to nep fiiRre 

p14 
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f 1 n•noial pllpG' •• 

. U. DOOil wcla.y l W a Y1aU bca Te•a:tta o~ Ule Beak 

of Japea. eo wae • ra.~e w Baeel ~o a".-4 tM BU 

eeet~. T•neg1u tol4 ee tbe." 1a llli.a caaa~ couerYaUYe 

&D4 ra41oel !~ore were laa'rtq- unereel. nrugJ.e •

t hiAg llke ~-. whick Wok place 1a Gti-J ud Wllliu 

reeuUe4 1a Be~"'• leartll& -.u Reicla.allcak. •-e:r. 
h.e feele ~-- groud 1a betnc p.ilae4 b)' U.e c-.enaU•• 

i ll 1&~. Y.MpU aa14 heW reo--4 84 ebOftSlf -.o 

the Balik ~ lepaa Ocwenurr getwn ..,,.tr uu. ___.. 

Yia-a- Yie •1 ooaa-.r,. 

I had lwlcta todar w1 ~ GokJ ~ the 81rU8 Beak ~ 

oraua.. &lid J ar ~ a orpna. ftmoh tt•-1al r-e:rr 

pleaaea bo~. ne a.lf fear of Golaf le thd 1f ~ 

llhoul4 be contt.le4 1»ploor--. of tJw 1Ate:ruU~ at._ 
IILUOA• ae Jae npeo-.e 0 ft•all. poUt1c1aae will •pl1e eUir$ 

w qaerrel •-c ~ ei.••. u4 :rr-- procr- nu • 

retar4e4. Jl1e aerkn lie -.14 W ..,111 abearW ..U ftn+ 

• perc•" J.Ma. &114 pu 1e tu CfGO'&Uoa f or U. 

Gol&J hae c1o .. ooaun n~ Ge:reaD &114 J'b11•e r:nw.-

. ' t ., 

o1&1 illterene; he le OODT1ace4 1;&&" Ael~er o~ ~· c-

vl• rill riek ..U aec.at1;J of f~ a -.r. 

_._.M"''M. 

.. -· -- !III.Llft • 
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Sccrttnry o! StatE, 

':1~.shi ngton. 

GRAY 

BErlin (part a ir) 

DatEd FEbruary 9 1 1939 

REc 1d 7 :25a. m., lOth. 

110, ? cbrunry 9 1 9 a . m. (SECTION ONE) . 

One. In vi~ of : he EvidEnt i mportancE of the b earing 

ot Gez • n ccon~ on German policy I s ubmi t the following 

estimatE ~d s~.ry statCdEnt on the present German 

cconocic situ~tion pr EparEd jointly by the Chancery, 

the A~ t~chts ~nJ ~he Consulat e General • 

.\ . ?in=ccs and credit: Ctntrol Government 

cxp!n!li ~ES :"or t he currrnt f i scal yenr rnding March 31 

..-:11: :;)l"ooa'>l y run ::bout 30 billion marks or perhaps 

cnc- sirth ~re t~~n ~uring the precedi ng fiscal period. 

On;:- t!Urc of t his CU!:It be ~:~ct by borrcVIing. Thes e 

EXp£Dd1~£s rill r epresEnt 40,.; of 1938 nationnl income 

cstlcctcc ~t 76 billi on 5~rks . Addi ng to this other 

levies such ~s l~al govcrnnrnt ~ptnditurEs1 stat e 

i nsur=cc :md contribut i ons , t he eovErnmcnt and the party 

cxnct bt~Etn 35 end 10 b illions or one- half of national 

1nco::::c a:: ~~1nst one- fourth of the n"\ tional i ncomE in 

the l ate t-·rnt1 cs. 1'h E groiTi ng burden of governmEnt 

exactions 

\ 
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- 2- #110, February 9 , 9 a . m. (SECTION ONE) from Berlin. 

exacti ons is causing some discontent and sinc e they c.r t 

absorbing for nonproductive ends funds nEEdEd for thE 

replacement and extension of productivE equipment havE 
I 

caused incr,taoingly vi s ible economic, deterioration. 
I , 

It is conservativE to reckon th::\t tvto- thirds of the 

total govtrnctnt expEnditures in 193 8 went ·milit~y or 

quasi -cilitary purposes . On the other hand 1938 was 

'ln unusual year , y·i th1n i t fl'.lling t.n: .:-.ill 1;t.r;) 

occupCJ.ti on of Austri 'l , t ht extensiv E mobilization in 

Stptenbtr nnd i n pr.rtioul o.r the conntruction of the 

v1 estern fort i fic :-. t. i onst'h1ch should be completed YTith1n 

n few nonths . !~formEd observers believe i t likEly 

57 

that bar ring unforeseen external dEvtlo~cnts there nill 

bE somE let up in ar~~Ent producti on during 1939 and a 

pronounced ~: aving through thE completi on of thE western 

fort i f i cations . On the other hand lessening of producti on 

of ar::ty cqui pmcnt YTill to sor.1t ext tnt bt off set by 

increasEd n~val building; :-.nd uh1lt conplttion of tbt 

fltst crn forts \/ill relea se l abor and Equip~tnt it is 

to bE r t:'ler:lbtrtd t hnt much of th!1r cost \'lr.s EEt by 

stoppine or slov:ing other govcrnr.1t nt construction project. 

The eoonor.1ic deterioration nnd str:-. in caused by 

excessive nonproducti vE gov trl'll:ltn t expEndi t urE has been 

gr~dual 
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gra duo.l. and no one acqua inted With tb.L 80YC"IlDCltta 

autbori ty • orgnn1ze t1on a nd German disciplinE bEll EYES 

that that is any strong possi bility o~ discontmt 

bccomng Effect i ve enough s Eriously to wEnkm the 

rcgl.cc or to lea d to sEri ous cconoalc dia:ocati on 1n 

the ncar t'uturc. Governmenta l debt bas not yEt r tc.cb.Ld 

n point r.hcrE i t3 sErVicE constitutEs a =Jor pr-oblat 

or burdtno 

Fhtthcr or not thE :nrty in its prumt cood ~ 

expansion t!lll pcrmt sut~'lcicnt Econoalrs to be =dE 1n 

i ts present variEd prosrcm c c.nnot bE for caEtno 

Iiith respect tt' Doney a nd credit that bas b c m 

58 

nn i ncrea s e of c r edi t nnd i ncome v h1c h , bovEVEr• has 

resulted in : correspondi ng incre:use o~ coDSlEIJ)tion goocl.s . 

In c. free econ omy this uould hav E meant i nfl.ezi on :md b:a.a 

already r esulted in pri c e incr eas es on such goods cad 

services a s ar c n ot stric t ly contr ollEd. Tb£ degree ~ 

this eonctnry expansion is not yEt bEliEVEd to be bQODd 

the point of corrcotion and indeed there is autODDtlc 

rcstrclnt i n tb:lt the country is practically ~t 

tully D5ploycd. It is difficult t o a ce bov ~ .addED 

i ncrease , r Cmtr: l Bank c redit f or s o•EI'rlamt ordt:ra 

Tlould h:vc iJBEdia tE dtcot alnct additional labor, 

.atErlo.b 
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- 4- #110 , Pebrwtr:f 9 , 9 e e2. (SEC'fiOII OJIIE) f'raa BcrUn. 

mntcrio.ls ::.nd plent appropri~t1on avt~ilable ror i ts wn:. 

Ncvcrtbclcss 'l:~tcvcr e utc.mt1e ra:atraJ.n1ng crrect 

tull cconocic activity and price and vnge controls ~1 

txcrt it aell!IS certa in thl:lt tht::n: contro ls will break 

dOtm it ocp:msi on or garl:r'l!amtal apmditures should 

c cntinue. A deterrent t o such dc.do)::Bmt liEs in tht: 

CIDDOry or r:KSt trer inrl.atioD~ JiovCY£r, S£bacht 1a dismasnl. 

e nd the po.:;si :lg of thE eentrol or Cmtral Bank to t ht: 

pa rty gay lead to a slav l~;l,n al~bou~ its rull 

crrccts c ould no doubt be st~vcd orr tor a considerable 

tl~:~e . 

(END SECTION ORE) 

KLP 
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Secretary or State. 

Washington. 
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GIU.Y 

Bcrl1n (part alr) 

Dated February 9. 19:59 

Rec 1 d 7 :42 a . m. loth 

110, FEbruary 9• 9 a.m. (SECTION TWO) 

B. ForEign trade: In 1930 an unt'avorable bal&nct 

ot 192 million marks was rEcorded ror old G~y to which 

muat b E added 24<' n1ll ion marks morr: ror Austria. Th1a 

unfavcrable bal~~~e cas no doubt been made possible 

through gold o.nd Exchange rr:acrvts resulting f'raa incor

poration of Austria. Imports were h igh 1n volum: 1n 1938 

because or abnormal purchasts or raw Glllttrials and food

etutfs 1n pert tor 3toragc . Exports art expected to 

decline furthEr 1n coming months uccpt to Danubian 

countriEs . GEJ:'III8.ll7 ma1nta1na its position 1n ~str:rn and 

overseas markEts only with continued ust of subsidies and 

other dEvaluation equivalents . ThE expected curtal~t 

ot raw materials imports through self-sufficiency progrcaa 

did not take place i .n 1938. 

c. Labor: Eaplo,.mt 1a now 65~ highEr than 1n 

January 1933. Th£ labor ahortage 111 still acute dupltt 

allnlation through .t.uatrian and SudetEn anncxatlcma · 

imported labor and the progrcasivc releasing or 500 tbouaand 

KD 
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PS 2-•o . llO, Ptbruary 9 , 9 a.m. troa Bcr l.b (SEC. !'IIO) 

BCD troa tb.£ wt:stErn fortifications . Th£ .oet SD"1ooa 

problou a.rE thE shortagE of akilll:d mtta1 workE:rw aDd 

tb.£ fiiabt tr0111 tb.£ land . EntrgEti c I!IEasurts ar1: bcUlg 

t.eJttu to t rain ttobnic1ans and to rE£mP107 ptn.SL011Ers 

~ others not now working a nd to prtvtnt s~ or 

lobar end tvnsion of rEstrictions on wag£ Lncr£4Sts. 

llt.bougb sEvEr£ labor strain 1s t vidtnt substanti.a~ l.abar 

r£Scrv£S could h£ tappEd for Em£rgtncy by curts111ng 

public • orks , and t l i.oinating luxury 1ndust'r1n and by 

czpl~ng mort womEn. 

D. Transportation: In 1938 thE tran.sportat1.cm 

situation has btcOIII£ inc rEasingly se:rious . 'f'h!: r&11-7 

racLli t its r.avE not krpt pact with thE dEMand or tacrt asEd 

1ndustr1a1 a ctivity, construction, rearmament and tcrr1-

toria1 ~ion. Rolling stock and tquJ.':liii£Dt of tbl: ra1l.

ro.ds haVE dEtErioratEd and rtpl&Ctmtnt bas not bi:£D surfi

Ci Ent o ~ although fre:1g)lt traffic • as 1JS Mg)Yr 1n 

1~ than i.n 1929 and ne:arly doubltd tbl: 1933 vol- tbE 

l!lWbn" of trdg)lt cars dtcrtas t d by 10]( stacc ~929. Ov1:r 

US£ of ro11 1ng stock &nd e:xccptional • tar on Eqai.piiEDt L11 

nsul.t1ng i.n brtakdowna and 1ncrtand a ccLdc:nu. Twt:nty

E19lt fast paastngtr tral.ns hav£ rtctntl.7 bc:m rit!dra

and factorin 1n Austria bavt had to clot~£ for lack o f 

coal . '!'b£ ra11-ya art facEd w1th tbl: urgc1t nceus1ty 

of 
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PS 3 - No . 110, FEbruary 9 , 9 a.m. from Berlin (SEC. ~) . 

ot undErtaking an ExtEnsiVE prograa or rEp lac£D£nt Gld 

Expans i on which is EstimatEd to r EquirE 10 b1llian ma.r!c.s . 

This bEcomts a difficult tll'Oblcm in Yi£W of t hE prEYaUin8 

shortagEs of material and labor whilE thE sourcE of thE 

rEq\llrEd funds 1s also probl Ematical . J.s opcrati.Dg costa 

havE risEn in proportion to rEcEipts it is admittEd t hat 

thE rai lways cannot financE any o:ten.sive c a oitaJ. rEquirf:-

mrnts . 

E. Food and f EEd : ThErE would SEED t o 'be no scr1.ou.s 

difficul tie s from the standpoint of adEquate nutrition 

although a con tinuing strain from certain import and d1str1.

bution problEms must be env1.sag ed. Germany is WEll aupo11£d 

w1. th grain fEEd , potatoEs and sugar this s Eason and 

prospecti v E carry ovErs aasurE amplE brEad gra1n and SQgGr 

tor 1939- 40 . Feed r EquirEmEnts in 1939-40 sEca safEguardEd 

by r ecEnt tradE arr nn3cmtnts sou tb£cstcrn Europe unlEsa 

1939 harvt sts art poor. SuppliEs or fats , CEn ts and Egg3 

arE somEwha t b e low currEnt donnnd and w1.ll ;rohably so 

c ontinUE although some im-provcm:nt 1n d<m.:st1.e end 

importtd suppli Es of livEo tock products se~ 1ndieat£d 

for 1939- 40 . Cof'ftE suppliEs arE currently short. Jlarg:uo

in£ r aw matErials which art largEly bought w1. th forcigD 

ExchangE art thE most vulnerablE point 1n thE food s1t-t1.on. 

Frlllts and vEgEtablES arE curr~:ntly abort and 8D7 rEal 

iaprowL.mt 

I 
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?S 4-l'lo . 110, Frbr\.8ry 9 , 9 a . m. t'rom BEr lin (SEC. TWO) 

L:prov m cnt must await larger imports and the 1939 crop. 

Ttr food shortage and rationing in Germany havE bEen 

1nt=si ! 1Ed by an increasing d emand 1ncidrnt to rising 

t:;)lo:o:=t and hight:r income for a considc:r8.b1E part of 

tl:l: population by acquisition of Austria and Sudctrn ( both 

deficit t erri tories) by poorer fruit c rops and r educed 

:ivcstoek production 1~cidcnt to too t and eouth diseasE 

c;.:l1ca1ly reduced h og s upplies and by s pce1s.1 mlitary 

needs . Market regulations machi nery and rationing have 

function ed e f fectively to prevent what might othErwisE 

!:lave become a sErious crisis . Tb£ lnbor shortage for 

a.grieul turr has become particulo.r1y sErious whEre tb£ loss 

t:a.s been c st1co.tcd at 400 thousnnd worla:rs sincE 1933 . 

(JII.ilE!!'i' 
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EDA 

SEcretary ot Statt 

Wash1ngton 

GRAY 

BERLDI ( PAR'l' AIR) 

Dat £d hbruarJ' 9 , 18:59 

R£cdvt:d 7:54 a.-. lOtb 

~0, Ft:bruary 9 , 9 a . m. (SECTION THREE) . 

F . Publ14C construction: It is EStimatEd at pn:amt 

that SO% ot all building is tor public account. rn 

DEcrnhEr 1938 thE volumE ot building ordErs approvt:d but 

not EXEcutEd wa s EstimatEd at tl'.1rty billion t:nrks a a 

against an annual possiblE bu11~.1ng ro.tE ot t'trElvt: 

b illion =rks. In thE lattEr halt ot 1938 ttl£ tort1-

t1cat:!.ons in t h E WEst co.u.sEd an a:U.ost cozplttE stop

pagE ot r EaidEntial construction. Construction p~s 

havt OEEn rEtardEd by matErial a nd labor shD~s. 

Concu.:-rtntly build ing costs havE risEn sharply 1n spit£ 

ot pricE and wagE rEgulations . ThE high voltDCE tlDd 

tast t E!:IJ)O ot public construction undoubtEdlY c~ 

stitutEd on E ot t ht sEVErE strains on GErmnn Ec~ 

but appEars ~~ thE samE tim£ to ottEr thE most obYions 

sourcE for Economy. To datE, hcmEVtr, no EVidcnc£ ot 

m.atEr i:ll rt trEnchm£nt in t his dirEcti on has bEtn notEd 

G. St:ltua ot tour yEar plan : ProjEcts tmdcr "flT 

to 
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E1» - 2 - i7110, PEbru:trY 9 • 9 a..a. t'raD BErllD 
~cttcm ~c 

;:1--~ construction. In 1938 :no:st CJ:'!'h~•u •= la..id 

~?~ syotb£tie ga.solinE, stEEl or d~~c ore, 

all .. 001 ::uJd light m.Eta.ls . In s;~it£ or inen:asEd 

ell ~t1on both natural: run SJ'lltb..l:tl c tot:U oil 

!.=:;'o~S 1D 1938 show a. =rictd i.ncr£:::.SE OTEr 193'7 1.nd1.-

.g::.sc·Hnr pl:mts art nov bEing con::t=.et;Ec!. •1U1 a. vi.n 

~ c:-e- =nry rtfl ning tro!!t i::Qortcd e ra:!£ 1D pta.cE til:£ 

::0:: c-:-~bl£ ot btinz ccnwtrttd :0 :G.£ ;;..-oe:c!:1cm ot 

.r;-::-:.- E~c ga.sc-lin£ 1n w:u- t1.-r . ~ ~ :pl.:lnts tor 

~::Z ::tiU.::=.ti on of l ow ~ do::!Ese1.c h-em ore ort: 

s =-'J:. b t l:u: c c.ns true t ion s t:1.3E and 1.ro::l on: b::ports 

65 

!::o "1938 7t:rE lllgbtr by ::tbout ~ t!t:1:. 1n 193'7 d£sp1tt a.n 

E~tEd incrtO.SE of ODE t~ 1D ~3~C OrE pro

d ::c-;;j_= 1n 19:58 • On ti:.E othrr ~ rc:w ::::!lbt:r i::p0rt8 

uc...~=cd by a.bout 6~ 1n 1938 p~l.y ::c= ::c result ot 

1--.==-- "!:l= ;:~reduction but pro.,.lcss ~ :~tU'-sutt1eitn

q or...s s ! i sJlt. Cell ;70ol prod~ct1= 1D 1930 1s tst1.1:1:lo

t.£d ~ lnVE r i :JED ptret 'Jtibly :lad 1.:: a:;:£Ct£d to a.ttnin - . 

m:wu~l£88 
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EDo\ - 5 - fl:106 Pt:b~ 9 6 9 ::..n. Proa BErlln 
~ctlon · !!a-EE 

T"nt driVE to su!!o.titutt l!Glt t:~rt:lls o.::xl o.llCJ7S ror 

copp tr one: lrcn contlnUI:s but 1n . s;»itt or ttas cop;>tr 

i::l;lorts 1n 1938 incrt:!latd by ~. lD tb£ c=E or CU'

t::j.n l:::::X>rts inc rt:::.sts it is not c t rt:lin hoc: =ell n:

;u-tsn~td sn:::.tEr consm::pti<r.l :Dd hoi; =c v-_a ror = 
:tock:. II! :;£o:!E r"'.J. , ha."t:VEr, thl: CCll!lidi:r"'..bl£ progrESS 

not tqu.::.l thE incrt= t 1n con:r.cption. Par tEXtilEs 

:md :Jtt tl , "!:lCT.TEVEr , thE prtstnt pl:mt cCXlStr'!lction 

wo!Ud iD!ica.t t o. hic..b.E r do:::.cstic p roduction by 1940. 

Dtl! :CSS 

&G 
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SEcretary or s ta t r: 

1rasM ngtco 

61 

caa 
BEBLD ( PAB! AIR) 

Dated l"£braar7 9 , l.9S 

Bl:u:ln:d 8 a ... l oth 

~o, Pr:bruary 9 , 9 a .m. ( SEC'!'lOW F<JJR). 

:a. PricEs. wag~:s and eosta : lltbongb thE ~1c1al. 

1Dr:licEs s l::ow t!lat wag~: and pr:lcr: s tabillty has b r:En 

o:a~d 1:~ ''"= u . no donbt that t.b: p..-1." E wngE struc

t:u...--;: 1s s\:.!>!r:et.rd to gr£at p:n:ssun:: bEcause or ahortagEee 

1r~ rat es art substantia.l.l.:r nrc ..,..,p:d but Earn1.nga han 

ri.st:n as a n:sul.t or l.cogEr ~. ~op:£Dt or 

ac:w:n, transrcr or wo~ into ht;;"cr wagE groups, 

Et CEtera. tog~thr:r wi th a ~D •......mt or coocEal.r:d 

~ incrEaau. D:lcCIIII£ rrca ).abor during 1.938 1a 

r:at il:la.t Ed to han: iDCn:asr:d b:r "1'/.. 'lh1a 1DcrEaar: baa 

acct:ntuatEd t hr: ~1.1n8 3fl~ IIDd t hr: author 1t1ca 

art: rnd£avorill8 t o prttLDt a f'urtbE r riSE 1D c onaumEr 

dn:wm which cau.l.d not bE • H.sf'i.Ed tror. cdati.Dg 

suppll.u . AJ.th~ ~ rates art: """ChangEd tbEl'E baa 

no donbt br:tn an iDcrEasr: 1n prodactlco coats aa a 

rr:aul.t or hi~ taua ..t e ontrJ.butiooa aoc1~ aErvicu• 

uac or c::pr:naln allllaU~ r.- -tcr1al.a aDd thr: ..-r 

&Dd tEa:r CD .... D1cal. ~ b'ca OY£1'-U8E &Dd 

1JII8lr1 1 1 fU1 
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EDA - 2 - HllO, Ft:bruary 9 . 9 a . :s. from BEr lin 
SEction four 

unsldlli"u1 h11n<Uing. 
( In?) 
.! conc:l.usion: At th£ bts'nn1ng of 1939, 

Gt:rn:my is suffEring .from stra..1.n in all illlportant 

b.ranchES of no.tiono.l ECOn~. Pr061'ESS undEr thE 

f our JEar plan was not sutriciEnt in 1938 to rEliEVE 

this strain and additional. tasks rtsulti.ng f' r ac thE 

68 

o.bsoi?tion ot ttrritocy b!tVE a;;:;rtT.ttEd it. 'l'his strain 

a ppEars to bE d uE not so OlC!: to t2lE progro.:::1 undEr--

taken o.s t o t h E tcn.:po with Z:.:!.ch it i s bEing EXECUtEd 

with its con~EqUEnt ~s upon t2lE conEy markEt, tht 

l..:lbor =rkEt and the productive c:lpa.city of thE no.tlon. 

ThE: stress could be con.si.d.c=-ably relaxEd 1n all f1£1ds 

1f' thE lco.dcrs wErE vJHng and ablE to adjust th£1r 

ciE::::lnds for a.r=tnt, 61'1:3ttr sEll sufficiEncy and 

constr>.lction morE 1n kEtpi:ag with thE prEsEnt resourcEs 

o~ l:lbor, =tcrio.l o.nd crEdit . So tar thtrE is no 

cccnnci.ng tVidtncE of ::..rq rc;!.]. intEntion to slow 

c!OII':l . iJE do not SEE !lo:lr ~ prr:::cnt rotc of' t %94nsion 

co.n b E . indE.finitr:ly =in~d -:rithou.t seriously 1npn1r-

ing both t h e productivE Eqtnp:Ent and t1nanc1al stabi

lity of Gi:l'!"'.'lnY• It is ~i:r;Ed hcr.;tvt r t b.:lt a 

cl:.antc of o olicy o.a rcg"..rds o:ptnditurEII :md c01111truction 

1roul.d rtl~ =cb o.f th.r: :;:a-tsr:ct stro.in. ?urthtn:IOrE 
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EDA - 3 - #1.10• Pl:bl'WU"7 9 • 9 a..a. rroa B£r l1n 
S£ct1on tour 

in such n closEly controll£d £~or ) tb£ 1ntlntionnry 

EffEcts ot prEsEnt policiES ~ W£11 bE postponEd tor 

a considErablE pEriod. 

69 
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PAJUJ>BRABI . s~eno• rll'l or tm-•• 110. uo or 
n:BRtwlT 9 1 19 ll9, ntC. t• .&.XEICU 'I!P'B'IY, BWI.IY . 

Two. The foregoiq h aw•U\ed, ~ tr• ita 

ch&rao~er ae eoonOII.ic data per ae, rel.aUYe ~o the ~ 

i ng of a.raan aeon~ oa the i.Jlternal aDil external polley 

of the German Go.ernaen~ [appar~ pzbllq u thie 

parasraph]. 

70 

Three. Hitler'• ~ech of .1..-ry 30 to ~e P.ei~ 

contained t he a oet recct dhcl-e rM~i.JI.8 Gerwa.n 

external policr . Thi e par~icular speech, a~ppecl of Ua 

extraneous eleaente , ie looked CD here aa perhapa ~ 

aoat iaportant of all prODOUilC-ta b y H1tler ap to ~ 

pres ent time - especially e i nce U deal& witil the fr-IIG1k 

of German long tera policy 'llbtch he aae.ne it h h1e 

i ntention t o pr oeeCU1oe , rather the w1 ~ 1'-•«utate obj--

t1YU, Througbou~ ~he ~ch ~he relaUcmaiUp 'beh•

German eoono.y and oer.an pollcy ta ewphea1ae4. 

The following 1e, ill aaaence, tu i.Jl~erpretaUo:n pat 

on the speech here -

Geraany 1 a main inten~ion ia not to uae ~ to ach.i...,. 

ita announced ai-. It ta adiU.t~e4 ua~ Ge- ecc:aa.r 

Yi e-a-Yia the nee4a of the GeraaD peop~e te not .. t tatao

t ory. Two parallel aetaocla - (1) aatiefactory utenal 

co1111erc1al relatt onahtpa, a Dd (2) coloat .. - cOD&tt~e 

in the Geraan •1• a •- of aeetin& thaae 11...S... All 

expor~ war will be inUute4 by Ge1 ny -~ auaJ.U 

pc!IWU8 
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powcra ur to thwart aer-,. 1ll hcr legit"-t• c-erciaJ. 

eD~erpri.aa. Aa for the cololllea, their price 1e =aU 

ca.parecl t o the 41pl.c.aUc Uab1Ut)' of~ aa a pcuu 

which is DOt .. ua!1e4. Shou.ld G-)' Dot be g1Y- IUl 

opport'IIDit)' to utilise the two eeth04U -ntiozaed, there 

1a still azaother eethod which ahe will rnon w u order 

t o aeet the eaaezaUal zaeecla of hcr people. II)' ~ t.pli

caUma, thia ul.U .. te eethod 1e til&\ of force aDd if 

zaec .. earr. Ge~w&D.r 1e prepared w uae it. hrtheraora, 

Gerzaa.y brlzage ItaJ.r luto the tn.ewark of Ul.e - pi~ 

ture and Wldcr the aaae te:raa; the zaeceaaitiee of Ita.ly -' 

be en 1D a c a.parable ~.er azad UDder the aaae altera&

U'fe ccmdltiozaa aa to aethod - Ger-.zay pleclgea gezacal 

&Uppari to Italy to tb.la ezad. 

The r ... oza tar regar41zag thJ.e eer-D pr011oaace-' 

of external policy ae a1gn1!1cazat here, I _, .. Y. i e \bat 

it •e- to correepcmd to general eni•tee alrea4y prna

lent 111 1Dfo~d circlee u to GeraeD policy deri•ed fr

other aoarcee. The beet op11l1C111 here 1e tilat 1ll affect 

~Y nate a that !or l9S9. rather than !ollo- a policy 

ot .. terial acUma, ue enerzaal policy li .. 1D t ile f i eld 

of DegoUaUcme or att-.pte4 zaegotl&Uozae. 

It -at be atated 1;hat 111 IUlJ' eucll public prcm-e

-te !Utler ~~~~&t, of coarae, bear u ' a1Jl4 b.le- poaiU• 

&Dill tilat Of the reel- Yla- a-Yle the people of Gez eey. 

n. 
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s-

fte stne1s willa all. •!en n ~ ••••~~=• •Jew • tM 

...t uar nprwst- .r eatteD U•-- tiline uw w. 

ere llOteA IMre. 

ID C. ¥"1'0. 

Q"* I . 

. . . . . . . . . . 
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TREASURY DEPARTMENT 73 

DATK Februar y 9, 1939. 

TO 

SUbj ect: 

Secre~e:ry rgenthaD 

llr. 

Prtnc pal racton 1..D the 1937 bu.elness decline 
the 1938 bua1lleaa r1se, as lUted by buelneae 
aerYices. 

and 

Conolualon. 

(1 ) 

!he 15 1DTea~n-: serYicea and business letters which we 
renewed gaTe na:stt=us and dlnrgent reaaons ror the 1937 buai
:uss decl i ne, nth no real. at1;espt to rank thea 1D order of 
1:-oorcance nor t o aenarate ectual eauaal. r a ctor a rrom those 
:_ .. "'luences renreaenting re.-al. ts rather than causes. Fact ors 
:ent1oned by ~ or oore aerYices are ranked below according to 
the nwaber of aerYicea •nt1on.1ng thea: 

!limber 
~nt1on1ng 

11 •1de8'nread neas1&1sa, and re.-al.tant low leTel of 
new o~rs &:ld 1nnataents. 

10 StrUes and labor dla~es, and consequent 
increase 1D wages and decreas e 1D houre. 

9 Oncerta1DUes about (and unpopular aspects of) 
goTeraaeDt pol~c1ea. 

7 H.1gil prices or raw • t er1al.s, and resultant na.rrow-
1Dg ot prot1 t u.rgins. 

7 HeaTY 1DT&Iltor1ea. 

6 War scare •· 

~ Federal ReaerTB ~alng of bank reeene require
sante. 
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(2) 

8imllarl)', the eue eerYioee attributed tha 193~ bue1Deee 
riee to the following tactore: 

Number 
mentioning 

74 

1~ Govemaent spending (ueuall)' with eose reeerYatione). 

11 Rising eecuri t)' and commodity marltete, and r.
eulting optimism. 

10 Low level ot inventories. 

6 Large Tolume ot oapital eeelt1ng 1nTeetaiiDt. 

~ Well-1181nta1ned ooneumer buying, due to ta1rl)' 
high lsTel of real 1nooae. 

~ Large crops, which g1Ts bueineu to tha railroad• 
and increase the purohae1ng power ot the f81'111 
population. 

(3) 

None ot the services reviewed anticipated the serious 
bua1neu decline which began in the tall ot 1937. By earl)' 
BUIII!ller, untaTorable developlll8nte in eeourit)' and o011110d1t7 
markets, togethar with serious labor dittioultiee, were recog
nized as atteoting the business outlook, and a eoaewhat greater 
than seasonal recession during the summer was e~oted. Moet 
aervioea, with few exceptions, belieTsd the situation taTOrable 
tor a renewed rise during the tall. The moet peas1llistio 
expressed doubt regarding the tall outlook, without anticipating 
a serious setback. 

The quick recoTsr)' in 193g wae not anticipated b7 aD7 of tbe 
eervicea renewed. Moat elq)ected soae improTeaent by tall, but 
the general feeling on tha ne ot the eeneat1onal Jul7 riee 1D 
atook prices was that businus and stock prices ll1ght reaoh 
lower levels before the end of the ewmer. Uter etoclte turned 
upward, howeTer, the turn was reoognir.ed aore quicltl)' than tbe 
previous decline bad bean. 
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Factors oauaing the 1937 recession and 1938 rifl 

The following 15 recognized adrlS01'7 aerrtoea and bua1naaa 
letters were reviewed to determine whioh factors were ourreDtlJ' 
menti oned as causes of t he business decline in 1937 and the 
recovery in 1938: 

American Telephone and Telegraph Company. Summar,- of 
Business Conditions 1D the United States (monthly). 

Angas , L. L. B. , Di gests (irregular) . 

Bond Buyer (weekly). 

Business Week (weekl)') . 

Cleveland Trust Coarpany. Busi nese Bulletin (monthly) . 

Goldsmith Wa8h1ngton Service. United States Govern• eot 
Securities (biweekly) . 

Guarant7 Trust Company ot New Yorlt. The Guarant7 
Survey (monthly). 

The Kiplinger Washington Kiplinger Washington Ageno)'. 
Letter (weekly) . 

J.lood)' ' a Investors Service . 
Mood)'' s Bond Surv87 (weekly) . 
Kood)''s Stook Survey (weekl)') . 

National City Bank of New Yorlt, Report on Econollio Condi
tions, Governmental Finance, Un.ited States Securities 
(monthly). 

Royal Bank of Canada lolonthl7 Report (JDOnthly). 

Standard Statistics Company1 Incorporated. 
The Business Prospect \WeeklJ'). 
Outlook tor the Security Markete (weekly). 

Whaley-Eaton 8errtoe, Aaler1can Letter ( weeklJ') • 

\. 
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19TI budneu ~ol.ine 

In attempt1.ng w learn llbat tactora were a .. 1gne4 u 
ca.Jor c &ll8eS ot the 1937 decline b7 Tari.oua bua~aa aei'Tlcea, 
1Ti n s r ound ~aa1bl.e w deterwllle tbe relaUTe 1Jrportance 
• l11ch •ae attached to ~ dU'tereDt tactora, ahce IIOD8 ot ~ 
eer71.cea aade an atte.:rpt to 1'IIJilt thea 1ll order ot tbe1r 
1::;x>r tance. Certalll t aetora , bo'IIIIITer, were Mnt:loned b7 mat 
or the 15 serTices as 1Jrportant causes or ~ lnullleu recesa1on, 

... hll. e others were KenUoned by only e tew. We baTe therai'ore 
listed l:he factors aent1oned b7 4 or aore ot these serT!ces, 
ranlt!ng thell aceord.tng t o the D!Diber o1' ·serTlces whJ.ch conaJ.dered 

thea! l:lportant 1nfiuencea 1n the recession. 

(1) lf1d.eii'Preed neu1a1-. a.Dd reanltct low leTel ot 
nell o rders and inYestaents. (ll aerr1ces) . 'i'h1a was obrtouely 
a !"esult or other f actors, but aost buelness aerrtcea did not 
-e'oe a ~iciently reasoned anaJ.ye1a or the business decl1ne 
to d1st1ngu1sh between causal factors and the aore apparent 

secondary f actors. 

(2) Strikes and labor disturbances. (10 serTicea) . 
These were credited w1.th und.er;rlntng the buallleu etnzcture 1n 

:hree •a:rs : (a) by unduly 1llcreas1.ng a:anutacturiJlg costs 
th."'ugh rals.\..118 wages, short ening bDurs, end redllc1.ng labor 
e!~1c1encr; (b) b y upset t 1.ng business con1'1d.ence due to t he 
e?i de::Uc ot 1 sJ. t-down1 strl.k.es a.Dd 1llte%'-1'act1.onal. disputes, 
so that 1 the adopt1.on ot 1.ncreas1.ngly conserTa t1.Ye pol1c1.es 
l:as 'been the lllert tabl.e consequence 1 ; (c) b7 causl..ng an a ccu:m-
1et1on or s tocks ot 1'1n1.shed and se~-1'1.ni.llhed goods as a pro
tection age.ln.st shortages due to lallor troubles. 

()) Uncertalnt1.es about 
JoverDJ~ent nol1c1es. 9 aern.cea • Aaong tbe acts a.Dd pollc1.es 

cost t reouently cited were: Various retoN Maaures and pol i
cies, t oierance o t labor dlsturbances , ~ Wagner Labor Re1ations 

Act , t he •age and hour blll , the und1atr1'buted profits tax, the 

cap1 ~al gains tax, and Social Secur1ty taxes. 

(4) H.1 
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(5) 1'!8a!l 1nnntonea. (7 Mrt'ioea). R1a1ng ooah, 
general illfiat10D&J"7 pqobol.og, l.abor difficul Uee, aDd 
expectations of a continued h1gh YOla.e of new orders gaYe 
rue to heaY7 fol'Ward baTing of l'llll aahrials and finished 
nroducts, reaul ting in an ace_., ation of 1nYentor1ee. When 
~ew orders fa11ed to aatenalis.e and prices began to decline, 
1n.,..ntor1ee becaae ezceaei,. in c<mpal'1aon With the reduced 
TOlume of Bales, aDd a 1110-nt to liquidate 1nnntor1as waa 
begun. 

As Barron 1 s concleely WXIIU'is.ea it (Janual'7 9, 1939): 
•Just as aoon aa clelland :fell aWQ (which Jaa7 or Jaa7 not be 
enr1butable to Federal Reaern defiat1oDar7 action) fol'Ward 
:.O...Ti.ng ceaaed, 1110at oapital outlqa -re tabled, and bus1Deaa 
bezan to retrench. 1'he 1DTentor1es that in the IIU!IIIer of 
1937 aee11ed qldte unezceaaJ.,. p roYed ~ediatel:r burdenaoae 
once bu7ing power dried up. 1 

71 

( 6) War ecaree. (6 Hl"'Y1cea). !he recurring war scares 
and international orieea 1D 1937, which were belieYed by a 
n=ber of eert'icea to haYe bean an illportant factor 1n 
1111 tiating a curta11 went of buaineaa 1n this countr7, were 
eonceroed with the Japa.neae in'l'aaion of Chlna and the Span1eh 
c1T11 war. 

(7) '!'he raising of reMI"''e reaulrements b:r the l'ederal 
?~sel"''8 Boerd. (4 sel"''1ees). thile relatiYely few eert'ices 
:ent1on this f actor , those ~t do tend to eophasize it. The 
:.. L. B. Angas SerYtce, tor exawple, puts it thus: 1 Indeed, 
tee 1937 aluao was due ~re to the positiYe deflation caused 
b;.r the banks "tatter tbe ralsl.Dg of 'required reaerne') sell-
1ng $2,000,000,000 ot boode - tbe greateet bond liquidation 
111 a1l histor7: - than t o ~ GoYel'lliiOnt reducing its spend
bg and bo rrowing leaa tro• tbe be.nk-s. • 1'he Royal Bank of 
::s.nada .. ntiona that tlle aenre llau1dat1on of GoYel'!liHnt 
bonds, 111b1ch it refers to aa det'Wtely defiational'7, 1 JaaY 

account 1n a considerable degree tor the sudden change 1n 
budneaa sentiment. 1 '!he tln1ted Business Sel'Yice, in con
truting the present aJ.tuetion (Jan118.l'7 1939 ) with that 1n 
early 1937 8878: 1 To beg:lll With, there 1a no auoh powerful 
defiatio11a1'7 force onerating aa tbat which was created 1n 
ee..rl:r 19}7 by tbe Federal Reee:rn Board'• action in doubling 
:~e::ber bank resern req"IU.rellen ta. • 
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Ot her faotore mentioned. The decreaee in Go•ern.ent 
eoending, the uneatietactory railroad situation, a •natural' 
tendency tor business t o decline attar a period of expansion, 
EJld untaTOrable international cond1 tiona, were each ret erred 
to by } ee~cee ae tactore in the receeeion. 

The only etatement attributing to decreased Go•erruaent 
soending a substantial ~~eaeure ot responeib1lity t or the 
~ceeeion was t hat of the National City Bank of New York, 
the other two ee~cee barely mentioning it ae a factor . 
!he ~ational City Bank eaid (October 19}7): ' Meanwhile, the 
Governcent pump-pr1m1ng aotivitiee have been sharply reduced. 
'CX"Oendituree are as great , but are de.rived t o a lese extent 
tre~ credit, since the rise ot tax 'r eceipte including Social 
Security tunde aore nearly covers disbursements. 'l'h1e reduc
tion i n deficit financing is equi•alent to a Withdrawal of 

purchaelng power which t he Go•ernlllent bas been creating. 1 In 
its November 19}7 report , the National City Bank made the 
following qual1tioation: 1 To say that reduction ot Go..-erruaent 
spending is a f actor in the receea1on ie not an arguJII8nt tor 
its reeusptlon. Renewed spending would •erely put ott t h e 
inevitable. Sooner or later bua1neee will haTe to beco•e 
self-supporting, and the longer the deticlt BJ)end1ng is con
tinued the woree tbe situation will ultimately be. !he 
choice as between the two alternati•es should be clear. 1 

Various ee~ces •entioned the uneatiefactory •arket tor 
new capital issues , a low l eTel ot confidence i .n the eecur1ty 
markets, and a declining trend ot construction, as f actors i n 
the busi .nees recession, but which were themeel Tes the results 
of other factors rather than primary causes ot the receaeion. 

Standard 8tat1etioe etud,f. Some light may be thrown on 
the causes or the 1937 recession by a su.r..-ey ot 'maJor busi
ness f ears• made by the Standard Statistics Company in that 
year. A prepared questi onnaire lilting 13 possible tears ot 

businessmen was ma11ed to corooration executi..-ea in 1!a1 and 
June 19}7, w1 t h instructions t o indicate which of theee t ears 
were causing them greatest concern. A tabulation or 700 
returns Uete the tears in the following order ot 1.l!Jportance : 
(1) labor disturbances, which will increase coste; (2) high 
tax rates; (3) turther retorm measures trom the .A4111nietra-. 
t1on; (4) decline in new construction, due to rise i n coet(~l 
( 5) Ad~! n! etrat1on 1 a warnlnie t o control the price boom; J 

consuaer reelltance t o higher prices; ( 7) low leTel of 
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1nYelt11enC, blookiJII o.pUal el!PandOilj (8) 4efiat10II&17 
eonetarT pol1o1 .. ; {9) bea'I'J' 11lnntonee; (10) preanre tor 
econoar at Waeb1 ngton an4 atta.pt to balanoe the bu4&et• 
(11) repercuadone troa European epeoulat1n oollapee; t12) 
ooeeible 1noreaee of etook aarg1n requ1reaente to 100 per 
cent ; and (13) gonl'IIMnt att1n4e toward pr1Yate utU1t1ea. 

1938 r1ee 1n bue1nees and !frkete 

In d1eouee1ng tbia ohange 1n the bualneea eituat1on, moat 
con=entatora aa .. ed bard-put to tlnd reasons tor 1t , a1noe 1t 
had been widel y ezpeoted that buelneee aot1Yity and etook 
pr i ces would eag aoaewhat lower before ebowiDg a tall illproYe
ment . 'l'he taotore aentioned by 4 or aore aerYioea are lieted 
bel ow : 

(1) '!'he OoYernaent epend1M progru. (15 earYioee ) . All 
ot t he eerorioea consulted agree that OoTar~~Mnt epend1ng con
t ributed to the rlae, perhapa because of the ooincldanoe in 
timing , although aan:r of thea laY that th1e waa not a healtb:r 
f ac tor. J'or e.u.aple, the llational Cit:r Bank of lew York aa;re, 
"\'he Oonrn.aant spending, financed b;r what aa:r be a reoord 
det1c1t, 1a ae.ur.dl:r not taTOrable in the long Yiew, and eYan 
t or the abort tera tbera is considerable opinion that it 
frighten• awa:r aore apen41ng b;r pi"1Tate bualneea tban it pro
vides through publio ohannela. • 

(2) O'Ot1.a1. .. result and oo..ad1 
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or1cee. 1 eer...ioee • Jloet o t aerYioee a refUge in the 
phenoaenal rlae 1n aaourlt:r and ooaaod1ty aarkete laet June and 
July , and ea:r that bua1naee reooYer:r waa due to tbe optilll.ea 
willoh resulted troa it. HoweYar, no real explanaUon tor the 

r1ee 1n the aarkete ie g1Yen. 

(3 ) Low lenl of innntorlea. (10 aerrtoea). llan:r po1nt 
to t he low 1nTentor1ee, e8ll8oiall:r in oone-er goode 11nea, aa 
a f aTOrable factor. '1'he7 8a;r that 1nTentor1aa, wh1oh prertoual:r 

had been tar too h1gh 1n relation to ealee, ba4 been worked 
down untU the:r were entirely inadequate to aeet the neede of 
conaUIMire when daaand beoaae aore aotiYe, and new orders had 

t o be pl&ced with aanu1'aonrera. 
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(~) Large Yolume ot oaoital seeking inYeetaent. (6 services). 
For 7 months prior to tbe reduction ot reserve reouiremente in 
Aoril 1938, exoeee bank reserves had been steadily rising 
r eflecting in part a lack of confidence among inYeatore. 

1
The 

oressure of idle inYestment tunda wae greatly intensified b7 
the April reduction in reserve requirements. SeYeral writers 
cldm that, by sp ring or early 8Ullllller ot 1938, the need to 
i nvest this capital had become great enough to contribute to 
the stock market r1ee which preceded the business reooYerT. 
This appears to be the only explanation offered tor the ·rise 
in the stock market. 

( 5) Well-maintained demand situation. ( ~ serrtoee). 
The orice maladjustments which businessmen had complained about 
in 1937 had, by the early summer ot 1938, become tairl;,- well 
corrected. In addition, retail prices were low, and real 
incomes of consumers were relatiYely high. The resulting 
t~vorable demand situation, causing well-maintained consumer 
buying, was looked upon as one ot the important factors con
tributing to recoYery. 

(6) Favorable agricultural situation. (~ serrtcee ). 
Large crops were forecast tor moat farm products tor the summer 
of 1938. \Vhile it was admitted that these would depress farm 
pr i ces, they were considered f avorable because they would give 
considerable business to the railroads, and were expected to 
i ncrease total farm income, eapeciell7 in the drought area. 
The ! !!!proved consumer demand caused by this higher income wae 
expected to stimulate business in the t all . 

Ot~r factors mentioned. As additional intluencea in 
the 1938 recovery, the following were each mentioned by three 
services: (a) business activity in the summer ot 1938 wae 
ready tor a rebound attar the sharp uninterrupted decline ot 
nearly a year: (b) low interest rates and easy money policy; 
(o) expansion in the building 1nduatrT: (d) changes in auto
mobile modele; (e) infiationary (or renationary ) influences 
ot the Government's recoYery program. 

As t aotore ot greater or lese importance in the reooYerT, 
the following were mentioned by one or two serrtcee: (a) 
increased production efficiency; (b) correction ot pr1oe)mal
edjuetments between raw materiels and finished goode; (o 
higher velocity ot money; (d) reduced volume ot priYate debt; 
(e) modification ot tax laws in ReYenue Act ot 1938; (t)rela
tively high exports; (g) increased freight rates and paaeenger 
t ares: (h) antio1pation ot wage and hour law. 
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Timing of foreoaete by 15 bueinees service& 

None of the services effectively anticipated either the 

severe decline in 1937 or the sharp 193g r1ae. In .A.prU or 
!!ry 1937, most of them said that the eUIIIIII8r decline would be of 
somewhat greater than seasonal proportions, but gave no definite 
reasons !or their belief. .A.round the middle of June, three of 
the services became sufficiently concerned about the situation 
to diseuse it at some length, and to attempt to list possible 
reasons f or a greater than seasonal sUIIlmer recession. A further 
rise in the fall, however, was generally expected. By the . 
middle of September, many were acknowledging that, with the 
t i me tor the long- awaited fall upturn at hand, and declines 
being registered in the security markets and business indexes, 
a recession must have come upon them. In November, the last 
of the services began to write of the current depression. 

This survey seems to show that at any given time the 
various business aervioes tend to hold much the same onini on 
regarding the business outlook, whether right or wrong~ differ
ing mostly in the reasons advanced for their opinion. At the 
onset of t he severe business decline which began in September 
1937 , for example, practically all services were optimistic 
over the fall business outlook. The following are excerpts 
f rom reports published around the end of August and beginning 

of September by all of the 15 services t hat published definite 
buei ness forecasts at that time: 

Standard Trade and Securities -- "The Business Prospect", 
September 3, 1937· 

"There is a growing belief in some quarters t hat 
rather than witnessing a full seasonal recovery 
this fall, business activity wUl be well below 
earl ier exnectations. • • • • We see no reason, 
however, to change our previous forecasts that a 
full seasonal upturn in industrial activity will 
be witnessed this fall . It is not at all surpris
ing t hat certain lines have failed to record 
1mnrovement in recent weeks, as business generally 
seidom begins its fall upturn until a week or two 
after Labor Day. • 
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standard frade and 8eo~\1ea - 1 0aUook ror leou:ri\7 

llarkate•, Ausuet 2}, 1937. 

1 Recent deTelo~te ban proTided DO buia ror uq 

modU1caUon or \he geuen:ll7 rawrable roruana 

or orobable lndue\Plal wl-e ror tba r1.na1 -ua. 
ot i937 wbiob we ban preMn\e4 1n prertoue ~ 

ot the buelneae outlook. • 

Nati onal Oity Bank or !lew York -- lfon\hly report on .-.JDB1o 

oond1 tiona, a to. , J.Dsun 1937. 

1 'lbe bue1neaa outlook baa l.llproTed d~DC .1\dy, 

and u:pectatlone ot a ra11 upturu. ban been 

strengthened •• ~ With a .,nth or two baek. 

Same , October 1937· 

. . 

1 The beat aaeuranoe agalllat a -.jor reoeeaion ie \bat 

the cond1 tiona wbioh uaual.ly preoede 1t ban not ,.., 

denloped. 1 

Royal Bank or Canada -- !l.on\hlr report on eoonoaic ooa!i.

tione, September 1937. 

• continued expansion ot buelneee 1n the tln1te4 8tatea. 

aooompanied by a .,derate reduction in tarltte, ie 

relea11ng new purobaalDC power and conat1tutee a 

pos1t1Te ett.&J.ua ••ktng ror tunher illprov •t •• 

Both politically and eoono.toallr the general out

l ook seems 1ncreaa1ngl)' raTOPable. 1 

Business Weelt - - 8epteaber 4, 1937- • 

1 Tbe baee tor a ·~ eqoen•1on 1n tall bull1lleaa 
alread)' baa been l.a1d; it oonaiata ot higher pe:r

rolle; greater elllplo,...ot; lnoreaaed tara~ 

1ng power; large d1T1dande. Cbr1at .. a trade abou1d 

be good -- better \han len rear. • 

U plinger Waab1ngton Letter, Anguet 28, 1937. 

•on bueinue ouUookfiaebort..,f:nse, the preTai.lbC 
Waab1ngton rtew ia t t DO upa or big clowae are 

likelr 1n the next 6-'-8 -the. Jlodera\e .,~ 

tb&D-eeaaonal Plae ia upeoted 1n last quarter fd 

1937, Oarr)'ing tbroup into Urat quarter ot 19}8. 
But a big puab tonrard to a •• bip plat- 1• 

bel1ned unlikely until lae\ halt ot aext :rwar • • 

• 
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~ood1's Stock SurYer , August 2}, 1937. 

•'Thlle bopea are be!.Dg eYai'Jllhere expressed or a 

rtgorous t all upturn 1n bua1ness aotirttr, it 

appears to ue t bat tbe r1ee 1s unl1kel r t o be more 

than seasonal -- henoe, d1aa.ppo1nt1ng to raany. 

The i nteraecUate -.uoket outlook, tberetore, a ppears 

to us to be none too aat1eractory. • (The most 

bearish or the aerYi.ces reY,1ewed, ret expecting no 

:110re than a leYell1ng-out or bus1nees actirt t r.) 

:"l:e Guarantr SurYey (!lonthlr publicat1on o r Guaranty Trust 

CozpaDJ ) August }0, 1937· 

•on the whole, the bus1nese s ituat i on n resent s the 

sopearance or stabllity at rtrtual.ly the highest 

level reached t hus tar 1n the recovery movement .• 

Clevelaod Trust Cocpany •:ausi.llees Bulletin' , August 15, 1937· 

"It now seems probabl e t hat the ...olume ot business 

sc t 1v1ty wlll hold up well duri ng the rema1n1ng 

mont hs or the r ear, and t hat cost or the iaroortant 

business i ndexes Will show totals tor 1937 well 

above t hose or 1936.• 

Rsoesdon more seYere than exnected 

!he sever1t:y ot the recession was entirel:y unantici pated. 

Juring the winter or 1937-38, several or t he analysts were 

nlt!:~g that ma.ny ot the f actors always characterist ic or a 

~Jor business decline wer e l acking trom the business p1cture , 

teet the recession must be due to minor maladJustments, and 

thAt the recovery moYeunt would soon be renewed. HoweYer, 

wben t he time t or the usual snr1ng r 1se oa111e, and no 10D?roYe

oent was a pparent , wr1 tere beclll!le 1110re gloomy. Opinion then 

a~rted to the belief that business would decline a l ittle 

furthe r dUring the stm3er, and ebow onlr a alight up turn 1n 

the f all. A taw ea1d that such an un1nterrupt ed and eteep 

decline would haYe to reYeree iteelt atter a while . 

lione ot t h e serYi.eee reallr t oreoaet an:ything 11ke the 

rise which actual.lr occurred 1n the markete in June and J ulr 

l9J3. HoweYer , once 1t happened, tber recogn1r;ed it JIUch 

:ore reacUlr than thllr bad the decline , p robably beoouee or 

1 t s :10re S'Oectacular nature. By t heir July i s sue, all ( except 
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one Ctllladian serrtoe ) had ada1 tted that a turn had - a114 

8 tteopt ed an expllllUltion, altbou8b II&D7 wri.t en dld not ~-
that t he 1mpronment would laat, o r t hat buainasa would 
i~ediatel:r tollow the ~~arlr.eta' lead. Onl.:r when the ~ aD4 

August busins ae indexes bee- a't'a11abl.e, abr:nr111g a stroar; 
1-::orove11111nt 1n i ndllatr1al production, did tbe:r th1Dlt that 1t 

!!lgbt be a sound reeonr:r. 

The tollowlng are excerpts r~ reports or tlloae eerrteee 
::eking definite buslne u t oreeaete, talr.en juet before the 

chenomenal upturn in etoo.k pr1ee a which began in the l•Uer 

part ot June 193~: 

Cleveland Trust Company -- • suelneu Bul1et1n" , June 15, 1938· 

"During the t our l a st 110nthtl ot 1937, bue1ness 
activity dropped w1th a11110st unprecedented rapi dity, 
and by the beginning or this :rear i t had reacbed a 
kind ot depression t1oor . That t1oor has preTed 
during t he t1rst elx montha o r thle :rear not to be 

a leTel one, but rather a dcnnnrard tilting one . So 

tar there haTe been no conTlncing 1nd1cat1one that 
it 1s eTen leTelling out. • 

Standard Tr ade and 5eeur1 t ie a - "Outlook tor the 5eeur1 t:r 
!!arlteta• , June 13, 1938· 

"The downtrend ot business wlUJtee has -.de further 
progress in recent weeks , and prese.nt 1nd.1cat1ona 
are that the actual low DOint tor industrial aetl T1 t:r 
11'111 not be reached before August. . • • • U sl8n• 
or business reconr:r begin t o appear in the t all or 
Winter, the pre sent l enl or ( etoolr.) price s lllight 
well prove to haTe bee n .-pl:r justified b:r earnlnge 
prospects. • 

Sta!ldard Trade and Seourities -- "'i'be Business Prospect•, 
June 10, 193g. 

•supplies or raw -.ter1als are increasing, Juat as 
the:r han during the earl.y etages or :!)ast depressi ons. 
• •. This ind1ca t ee that tbere w111 be a del.e:t ot 
at least several. 110nthtl before the a troearanoe ot a 
renewed dllllland t o r r aw uter1als ill actuall.l' refieoted 
in increased operat i ons a:30ug the pr~ producers. • 
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f.i 9linger Naeh1ngton Letter, June 18, 19)8. 

'Business outlook •••• Jul:r,Tlf, and herobably 
the bOttom ot the de1>reeaion. e 1e t ma.Jorit:r 

opini on here. l£1.nor1ty think e• Will be bottom 

. • .• Sent., Oot., a bit higher, a tew pointe, 

nothing spectacular.• 

!l:e Guaranty SurTey, June 27, 193g, 

"The latest repor ts suggest t he t recession has , tor 

the time being at least, given way to stability and 

even t o slight upturns 1n some directions. However, 

wi t h the trad1t1onall:r ouiet midsummer neriod 

immedi ately ahead , only limited significance is 

attached to week- t o-week fluctuations at present. • 

~cody's Stock Survey, June 20 , 19)8. 

'Busi ness readjustcents have proceeded sufficiently 

tar to remove the obstacles to recovery, but the 

low level ot capitalistic confidence has thus tar 

inhibited the beginning ot an:r o:rol1oal upturn i .n 

business and the markets. The natural forces of 
recovery (plus Gonrnmentel ettorts) will eventually 

~reveil, but investors ' patience may be tried b:r 

some f urther period ot irregular markets. • 

National City Bank, June 19)8. 

' The markets show that business men are not expect

ing much change for the better at least until 

seasonal influences agldn turn f avor able, which 

will be 1n late August or September. • • . Unques

tionably i nventories are being worked down, but i n 

me.ny instances they are still too large to warrant 

expectation ot earl:r production increases.• 

Eus1ness Week, June 11, 19)8. 

' Business was et1ll edging lower this week. It is 

t rue t hat security and co=od1t:r prices were higher 

•••. but industrial activity seemed to be moving 

toward a mideum:ner low aarked by wide spread shut

downs. • 
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J'tbrutu"y 9. 1939 

'l'o: The Secretary 

!'roc: llr. !lane• 

On Tuesday, !'ebruary 7th, I communiCAted with Attorney General 

l'rMk Hurph:r in accordance with your inetruction~ t o hD.ve cleared 

by hie the announcement p roposed by you i n r efer ence t o talariea of 

pubUc of!ieiale of $10, 000 and~. 

On !'ebru&ry Sth . I wa s advised by you that the Attorney General 

11M. elear~d the n11110randum which I dictated over t he telep!loce to 

!.!111 l!numgudner in hia office. 'l'hlo memor andum h attached hereto 

and h a d>·l>f't of a releane for t ho press on thb eubJect drawn by 

llr. Gaston . 

I i%!ed1ahly trantl:li tted thie m8lll0randum to Co.,..isdocer 

R!h•ring for his appro•al , bote as t o form 111>d eubstance. Attached 

her et o are a few of hh obJ~ctions. Over the telephone thia 110rni11C 

I got t he impreuion t hat t he Co:nnhsioner was somewhat upoet b7 U!!a 

procedure and v ery much opposed to any action being t aken until be 

hed t h e OJ)l>ortunity t o dhcuaa 1t f ully with ua. I assured hl.a that 

" "would give him acple OPJ>Ortunity to dhcuee tbia :oatter wi th,..,. 

OS 
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Objeotiona to Propoaal. to Inftetipte btlll'U ot All FederU 
Eaployeea a.oeirlDi tJ,O,OOO.OO or llore eo.ptnNtion Per IMr. 

2. The pliul may well be interpreted lr.f tbo ottieera and eaployeee in
volved, t.!1eir friends and aeaoci&tea , and tbe publlc at large aa a 
gratu.itous insinuation that tbeir returne are unreliable or ae e't'i

denee that the Depart.ent h&a raete in ita po ... aeion indioatinc an 

outstandin& lack ot integr1t7 oo tbe pert of publlc ottieiela in 

bl&h place a. 

3. The cleea or persona affected b7 t.bU plan incl.udee the President and 

Vico President ot the United Stetee, tba Cabinet, CoQcreae, tbe Feder

al Jud1cl..&r7, and the top rank of all other uecuthe, legialatin 

and ~dminiatratbe peraonnel in the Federal Serrlea. !be •Jorit, 

of theae persona are now given aaeietance by the Bureau of Internal 

Revenue in the preparation ot their returne. 

4. The publle trust 1n this peraonnal abould not be jeopudi.zed b7 tbe 

auepicion which ai&ht be en&endered by tbe publlcity or eucb a plan. 

5. The segregation ot the returns of tbeee persona tor audit "by a 

special co-tttee• in Washincton would be kno1m b7 tex practitioaen 

and other into.-4 persona to be an inatrectin and uaalese geature. 

The public pres a ll!«bt well etteck the plan as en effort to llh1 t.

wash gullty pe.rtieane and penecute political opponent• in office. 

6. Publicity ot the feet that the Bureau doee not innatigete ell return• 

is a tecit inrltetion to under declerotion b7 persona who now~ 

their returns are eubject to intensbe audit. 

7. The l ut two pe..rqraphe are inedequete etat.-nte of the pre-t 
procedure or the Bureau in that (1) Rula that onl,y a portion of returne 

ere subject to detelled aud.it and inftetigetion eppliee to all tu.

i"'YeraJ (2) ll.l $25,000.00 grou incoM ceeee are not innetf€ated. 
Audit ia ll.aited to 8l1rftY in caau where the return 1a fair on ite 

faee . 

8. The plan estebllehea a s pecial procedure for a llll1 ted nmober ot tex
pe.yera wbereae the Bureau baa u..;p followed the pollcr of treatinc 

all t&xpe.)' era elilca whether their inCOMe were larce or ..U. 

9. In 19S6 there were 2ll6 ,125 indirlduela who reported incoooea troa 
saleriaa, wages, ~adona, tees, etc. in _.. ot tJ,O,OOO.OO. 

wey treat the few tbouaand federal ott1cere and •ploJM• who ere 
in tbia claea ditferentq than the reainder of the cleea. 

February 9, 111119. 

ea 
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Sec:retar7 !k>rgeotbau amounoed todq u..t, w:ltb ~ ..,..ooal. or the 

?resident, !>e baa direetecl that a rega1.ar _., ~ be ..s. 

b7 the !!UrD U of Internal. ReYeuue of the fiscal aUa1rs of all offic:e'S 

a:>0 ecployees of the United States who ban 1i1111coo:- or $1.0,000 a reu-, 

~.are. 

~en.r..e forces 1rlll. be aal.ected to CAY!nct u-. ~~

Seeto.fore the cocpemation of public o.Uic.ra ....S ~ • s-

89 

0!1 the Federal payrolls baa been checlced -.rainn their , .....,... tal< retum. \ 

to we certain that all Federal. .-pJ,.,_ who. str..Jd do so til.e 

IS ~ lbe mcopensation of all perscms pri.ntel;r ~ 1hi.s pa • 

rlll be continued, Under tb.l.s procedure cm1.T U>oM rwtw :a "llhicb ban 

a.;>;>e&red to be ill error baYe been .ada the RI>Ject. or a doda1led field 

&u41t. 

Under the order issued toc1q a field audit aDd ~~ ie ..S. 

!Widat.OT7 in all cases where a Federal. oiticlr or ~ ....,u,... 

' 
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ax~ oi tbe United St.at. WlbD t:-e t••·-- or $10~000 a 79ar, 

• :o; , .. ~ oi all pcnoas pr1ftte4 ~ !h1a ;aocws will be 

::.::: ..xe:i.. t::>der thi3 J=Ocedan cal;r ;bBe ,. = ... 'llb1.dl c.... 4\Wl wd 

::z =- :m:S.r sb:>al.d pat. aa mol to sadl c:rl ,._, d -

::a:!trr tOe ardar i.aued t.oca;:r a J'1eld ao::d.U -.! ~ b ..S. 

:t.da':.0:7 1.:> all - 1lhce a Fe:t.nJ. o~ ar ~ r.ei.,.. 

'"'"Cp«"sa•.t.aa ot $lD ,000 or .are. 

so 
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., ...., lr. 1Mntu71 

1ft will .....u *' \1M Pnei .... 1a liU ..... , ...... w. 

"!be p'*l.le bae -- •boe'lac .. 1 .. ~ 1a~ ... , 
1a \1M tdopU• lif' \1M Qoy,,_, ot a ton ot Waet 
eld.P eould .-ton 801'0 _,.~to \lie praeUee toll=u• 
1a -mill. '-U.O• !Mre 11u lleea - nt.Uda 
at \Ill Cleft._,,, pneUee ot iMllldiiiC 1a lw 

....,.\aq ''' •t ,..,..,, -•" "'.,_." trw ~. or 
t or a.U- U qt.tl.dat.liiC proJoo\a, or tor o\Mr enaol'diu.q 
• pltal o..uq. 11!11ell lMnue \lit ~"'or \1M .. u ...... 
1\- w • "-'neb porU.- ot \ Ill eoa\ or P*Ue 
projMt. u an elear~ ..u-u,.u .. u._ eb;)uU ......, 
a eepanw •"Pq 1a IINdce'-17 repor\t-c.• 
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~Mer \Ill Pnt14ea\'t o!lpi'IH direoUoa, t bl freatiiJ7 lleperilloa\ 

lou drat\otd propoeod ltcillatloa ehtob eouU ~\ t ld.e poUq lif' 

•tat.Ue~ a_. •Uiot ot tlauaelal \lw " 1 '=11•ntteM•• mrt'm ef 

redeftl po .. r tad awr pn j .. w. fbi a \t11bod 4nf\ ot a bUl -..tee 

• plaa tor \Mae proj ect. e bleb \be Jlepai'Mn\ beliena eould •eH- tM 

l'heldeat•• o•Jeou .... 

fbi fhNI&IT, 1a .. ,u .. lap"'' plaa, llu .. 1a 111M tM 

tolloelac little -uerau_, 

(1) fbi p1aa t bouU pi'O'Iicle tor tM r•-iliiC ot 

- - \I'QcU - .,.U.t proM&~ te\llft ...--, u 

..U u t or \be nt'Wi .. ot pu\ -" • alt\!IIC 

PNJ..W, 

(2) lllltU .. -ael'llll. au\IIOI'lV O"ltl' pnJMW 

t loouU Ill lett .-11~ 10 tar u poeel~, "'-' ' ' tM 

-u..-
--

-

Regraded Unclassified



-.-

'lie uolll'H .., pntNW. 

{4) !o Wo Mil \110 Nuee1ac .,_.,no\'- Mle .. 

OHIII'O U &Oftftte U.. ..... a\ Ot\late ol tM IN\ 

oua1ap Oftl' \lie Ulo ot \M ,.JM\t t1Ml ti-'1• 

~ ........ 
(5) tile t1vM1ac qoaq ollei&U 'lie u ..u u ,.._ 

oibU, aUUaiac \loa faeiUUoo of ut•U.. .,.*• 

1M Ptolldoa\ liN i u\J'\IoW tM II"'UIII7 \o oU.U 1\a dnt\ 

bUl \o "" lodor&l qe,..1 .. ollio'lll a.re alfMW liT \llo pl.aa ... to olil\ab 

\hall' \1. !lie Pr .. i doat. aa\1 a oo-• of \110 lo4ol'&l. v• It • 

botoro lie lea"' lu~ loiiJ'Iaar7 ~. AMol'd.lall7, I u 1 u,.. ,... 
tao at.\eollod ~ll ... oek!ac tbott. 7ou ol' - ~\tUft ol ,_ 

'Cft'T a\\eM a -u• 1a tiF offl• • ,,........, u, 19)9, a\ ) .... 

"17 ~ , ...... 
(!ligncd) II. Mo•·~:•m~bau. J r. 

1Nntal7 

93 

Regraded Unclassified



., ._ lt. •·••tu7• 

= => - .,...~ 
-··~ 

s.. .s.u r .ll *' ... .. . e 7 ia ... , ' a ··--·:-· .... 

&1M pebJic Ma -... ' •• w •ce w& 
1a u.. ... liUAa "' * a.... ' e1 • ,... e1 , zs r 
..sa -u _,._ are -17 ta .._ J rn NJ 
l.a '•' W' ·a. n.. a.. ..._ - wtttet• 
•t ...... Qeuw ••• .........u.- el .._,.,.sa .u. 
llllfcatal7 .., ,......,., a 3 z tw • • • 
t• ..u .. .u .. ••u.. ... J ..... - ,_ ..... 
•pl. tal .. t.l.qli *1cll I M - .. I M .t ta. ht!• 
l\-w- *' ... .,.,. el- =-e~.-ua 
JftJasU .. an u.UZ ..U..l . ........ 3 ,, --r 
a M,l&ftw wt.I!IW7 1a ' Esc....., • a 72 •·• 

24 

..... \M ~\1a -.aTIII Cl.l It'=, U. flo= ) ....... , 1 

•tatal s .... ,.. .- •t.Md o6 n·w·•a1 pe el'd'c!e •· •?'m .r 

"'-1 paaar ... a\er ~J..U, ~ a?? 3 • *-ft el a .u.l 3 "w 

• plaa rw u... praJ..U wPI1ck \lie h ; e , hd' u ..u .,.._ .._ 

huU.''• .. J ....... _, 

,.. ~. 1a n&U.C 1lfl) .... "'"- ...... Ia ....... 

tol.le.1., 3JJal.c 1 d ' m"-• 

..u .. ,_ , ..... ,. "• el p.- _.. - ...... 

praJ..U. 

(f) IIJ:1aUAI -•aa-w rl' ~" - ,..,_, 

s-.u .. left u wl 3 =e. w : PI' ""'"' .._ 2 

-u..-

-

Regraded Unclassified



................... 
(C) b tid.8 .. ~ "=ec1• .. .. - .. Mb -

----- ..... ' hrt est• a, el... .. 

• _..stat~ u. n--du••- r.-cu.u. n.

-.a'••• 0 ... 

( I) 1:» !ln~-·u•• •.q r• •t • .. ..u • ,._ 

a:Ua:.a .... ,,d. u. fae111U.. ol _,..,.... '• 

no-..._ --u..,.. lw -

fte PJ 11 3 .. s..rtr.uf \Jie ~ .. a 't l .. *'a.ft 

95 

~ "" .. p 
3 

• ~ ..r.ldl - aU_.., '-r \lie pi8a _. - '"'
3 

I• 

~ ~ h I 
3 

, . -W a - I d \lie P I J ... d• 

~-- ~ • ....__ .... ~11. I .. ,.. 
'1M nt rt c .u.1 _. .... .,.. U.\ ,_ • - • ..,••-••.rttd- e1 ~ 

"• b 1111J e1n- • , ... ..., 1.10 ~ .. I p.a. 

'~~,_... 

r~:l!r'...n R \ !.,-c-•b:so Jr 

a Wll:ill7 

Ill. 1 ... 

•. .,e~ .. 

... , 0 

~~-- 11• 

- Regraded Unclassified



FEB 9 1939 

., .., ... . .. . 
"floe ,.u.1.U liN ..._ mmtac • ~ ... 111-.r .. ~ 

1:1 u. .-.,u.. "' u. Go•• ~ or a tora or ...._.~ 
~ -u -.!' .. _.. aMZ17 toe ... ~Uee tollc>eM 
La d&l t.d.Maa. n.r. liN ..._ - ~U..U. 
~ 1ao Goww 7 '• .-cu.. fll 18cl...U, 1a 1\a -.wtarJ a, ••--. -'- 11a' et tor l.aaa, ,. 
ter ..U~Uac pnJ-. • t• e\Fiooor .un-.u..r, 
~':.&! -u...,. lllaLcio s...n... ... ~~ ot ... Jau-• ••• 
1\ - w = U.t -.:~~ ~- .r u. -" or pahUc 
,r.>J..U .. ..,. &l.ead.J ..u~u..c !!I!OIIl.d oeao>7 
• ~ .........., 1a • L•'tllu'J h) rt 'nc.• 

P....-...t .- _. wUw ...... J-. n. a\~ tnJ'\ ot a blll sst "• 

& ,.la: tx ..-.. liii'OJ.._ 01111c1o t.M ~~ ~H ow -u •cldl'ft .._ 

~·• ebJecU-

~ ~. 1a -'Uiw • w. lll.r.a .... t.t 1a a1ad ... 

~ taa1c r rl' au-a 

U> ~ ~ 7 olt ,.. ,,. r. u.s neeedac e1 

- I JV.Ct 1 • •p1~ ..-aWWe ~ •au I .. 

o:roJ-. 

(I) 111:1.-\Uw ..... .a..l ...-n~ - pnJ ..... 
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w·rl .... ...,. 

(I) n. n ...... ac-.q HoaU 1oe .. _.u .. iN-

&J.ble, ... "'"'"' p. tacWu .. ot .uuac ac"'cd" 

n\la.r ._. -u. w -· 
'l'be l'rH!Ma\ liN laaVofted 1M frwao.., \o ..aW\ 1\8 ..._t\ • 

IIUl. to \be IMenl acou1M wld.cl!. are ettMW lliJ \lao ~ aad to oiiM!a 

lloforo lao 1•-~ ,._.., U, Ao-ffnc\1, 1 u I ''"' J'IN 

U.. a\\ocbM .uJ. ud • .,., \bat ,_ • - ropi'H•\&Uft ot ~ 

... .,. a\w.t a -u. 1a rq .m.. • ,....._.., U, ltll, a\ I l•a. 

(Sil!nf'<i) H ~l org~mbau, Jr . 

... ~"' ....... . 
.t.cu., "'"'' • ~,_., ..... . 
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IIJ dear .... o.-.. 
tOll will re..U Ulat tbe Pneld.n la bU ..... t " r •• Ulla 

""'- Vl'W• bu -.a aboeillc u laenuell lat.ftn 
1a \IM ..&opU <>e bJ \IM ao.on.a\ of a r ... at ....... 
w!dall -u a.to:na Mn MU}¥ to \ba JII'NU• fell 1 • 
la -Nial b•1-•• !Mre bu ..._ - erf.UIIla 
ot tiM ao..,_,,. pnoU• of lul11111ac 1a 1\a 
budcet.&r7 Gpl dl\llre1• uo•w 41•'""'"' tN' ~. or 
for Hlf..U•:ddaUJtc pi'OjM\1• or tn o\bar ntno~ 
M pUal ouU.,a whloh 1,...._.• \ba •Ml~ ot Ula laUDllo •• 
U- to • \M\ _ ._ porU.- ot Ula _, of rt"a 
proj .. \1 U are alaarq talf..U.IIi*UJtc allolal.t IF p • ..,.,..\a .. \81017 la Md,.\U7 reporU ... • 

o.der \be Preet•••'• oJrpJ'eaa •t....u-.u~~e tnea•1 De,..n..t 

Federal powoar ... •tar proj..Vo !1M aUaaiiM draft of a "-ll ~

• pl aa Cor \Ileal projHta wlllall tile ~' llell",.. Wl>IIU aatd-

\ 111 Prea 1 ... \ 1a obja.U ..... 

fila~. 1a Ht\laa,. t!da pl.aa• baa 11M 1a 111M tt. 

toU..UC llaaie _, •• ,..u-r 

(1) !1M p1M aboulA prorl .. fer \lilt f'•M' .. ~ 

- -\N.Uoa ..,Uu t pftbabla h\aft .--... 

wall u tor \be .... hM.l .. of put -\a • nla\l.al 

... J ..... 

(2) lzia\1 .. -aerial all\borl'W -r '"je&U 

abi>WA be lett .-41a\VM41 eo tar u poaelbla• t.\ •• ._.,..._ 
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(J) .. r1 • ~ tile tl"a.MISIII.. I • _. -1 ........ ,.,, 
(4) • t11U IIIII - ll"I.-IIIILIS... I b _. a 

MilaWI 1---rt••• Po 1 lN, tw~ 

U. -' __, I - - Uh ~ tile Ji1NJeett 
n.-1 41 1 =tl• • U. •• l ttl U. n r• _. 
rNt 111Uo U. n d.. • 

(') ~ nL-..-'LI•C ·a 5 I ' aW a- ..U-
...-w.. _. ,, .... u. ....,,,tiN tt~-.u...c .. r• 
ra\Mr .-. -u.c tu-
,. ..... I ' .. 18&1 ........ l!ts--, .. "' .,..., ill a.ft 

UalJ' •• -·ll· D. ~ -- • ---· ttl ......... ~ •• '• 
W.-.. • ~ •r" a._ "'IE -.:, U. ' ..,.,7. l - • ''•,.. 

99 

• u\lla:A ...U _. «• U.. ,_ • - •:epaepa-•taU• ttl ~ ·a • 
""-" • _,. .. 1a ~ .n1a. - ~ u. 1"'· al J .... 

.. , 
I 

~ tnl:r; ., 

~R )J~thaa..h-

• o? • 
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., ........ ,.., . 

-TIM poo.bUc .. ~ ... . ..... ~ .... ~ 
la \bo .-.,u. 111 U. Gcww 1 .r a hn or ......-
*1dl -.lAI _,_-. -rl7 w u. ,..n.a... nau~ 
la c::LU ~. .,.... ....... - crlu.ta 
., u.. ~.. &'• pncUee el 1ecl.aac la u. 
...... ...., ~ f''--• 1 .rtl «< ' wt tw IMM, ar 
tilt ..U~ .,....jec\&0 • tw otMr wtaw ''"'7 
-.1\al. ~ ~' - _... ~Ua . , \bo ......... ,. 

1~ - "" • .,._, .._. ~ .r U. ..t or patolle 
9ftJocW ...... u-.rq ..u..u.w.u.. DN.ld--
.. M;IU'&W ..... _, la l ts•&oor7 ~,a 

(1) ,._ p~.a o •• ,...w. rw --. n~ .... ·•• or 

- ~ ... t -t, pa ) W e ,....... IW.CW.i--t U 

.-J..U. 

(I) ~ -•arow.-lial _.. t"- P"J .... 

' 1 141 .. la4'l " .. \ t • ._ M ,-lt.lo, ""' a\ .,._ 

-"--

100 

• 
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.. • .. .. jiitlllt ... 

I I 8 - •1 --~8101.. 1 1 

i ' \ ..U..ta or U.. --11 M\ 

""'• ..... 
(i) m. n~-·Ul•• ac v t o1• 11a u ..u u ;10e-

nu.- \-.a -u.c 1\a -· 

flaa ~ .... ~ "'- ~ftr7 "' ... ~a~., ita drat\ 

tla1z --•,~~. 1M h dhrt -~ • ---· or u.. r.....u ac-ct• 

'-!- be ,.__ •+t z'r r.tr.r7 U. ~. I - 1 U. ,._ 

....., ...... ... Ia ... .rn.. r ·~ U, 1111, a\ I p .. 

~1 ti.1J~Uuu, Jr. . ·~ 
.... .. , .. 7 7 • 

Qel el tala ....... 

' -.u.r~. 

IR{IIrf eta I I. 
lac' I 8 
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., ............. 

.,_ ,-ue -. .._ • ...., .. -~ l..awr.ft 

1.a u. aolopUaa "" t.:. 11os wa ' o1 a ta.. ar .... ' 
ah1att ..,~ _,..,.. •re ...-q ~ \loa ,....Uw ta1 1 • 

1a ~ .._, •· "-" -. ..._- mu-.. 
ot \bo ao-.-t•e pncUw ot l•l .. h .. 1.a 1\a 
"-!p\al"J u ; u-.... -u .Ua~uu:ad tor~. or 
tor ..U-llqul<!DUac proJec~. or t or o\lllor olf\fto~ 
eapl\ol .nU8ir• r..tela ~ \loa ..al\h ot t.:. leu.-. .• 
U oe- t.o • U.t o::>all ;oo.rU.- ot \lllo _, ot ~· 
,....jocr\a u uw al.M.rl.7 ..U-Uq'lld&U.C o!lo:&U a 1 u • 
MpU'&tfl • '-10'7 1.a llellp\U7 "VOrU.eco 0 

.. ,..2 _ ... 

U..S.r U. Pr .. lcSut•o ea;onn cS1rocU<111 0 \he~~ 

bu dratt.N! pro~ecl l•chlaU oa wi1ail -=>WI u.,l.e-t \ i1e poUq lir 

feCio n : ,.-r aa! -wr ;o.roJ-. 'r.oo at-»<! d r&!'\ ol • 1IIUl ......S.w 

& ;alaA tor tlluo proJect. w!liu t.:. ~\ball..,.. wo.U. ~ .._ 

Pr.ai~t•o obj..U-. 

(l) n. ;o1aa alor:nlA prow16e tor \lllo n d • ol 

Mt ea.n.r.u:e .,..U..~ pzab h' • tdi&n J US ... U 

..U u tor \be ... ,..., • ol ,.., -u • ..UU.. 

proj..U. 
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(2) .....u... - .... dal •-..t'r - ,..., ... 

~ .. un r ..,, e • ru .. ,...a~~~.e, "-' •• 

\llle- u..-
(J) .._ Ml~ fll .. , .............. .. 

(4) ro Wo _. U. 11 · n1ac ..,.., _, .. uta 
~ 

to OICEC .._ _ _,a,.W I p p p t NU.to ol \llle Ill 

.. , •ntac- owr u. urc o1 .-. :-oJ.n. n-1 a.. 

.... u. • u. ~ ot "- n rae _, net a.u. \llle 

n r., •re. 

(') "- , .... ~ No'>W .... ..u .. 

i'OM111l.o0 Rllldlll U. !Ml.UU.OO ot uicU., apMiM 

nt.llou \!Ia -u.. lta-

! OJ 

lltll ~ u. , ... raJ. sc 'eo w!>i* are atr..W 'r u.. plaa _. to •*I• 
U.lr to. ft. ,.._U.t ... to a -·••• ol \!14 fedeftl ....-.. 

'-to,. '- l.a- ... ~ r•zoaq U. -rtiJ!P7. I sa ..a .. ,_ 

"- ,,....,.. ~l ... «ac Ulat ,_ •- aapa • au- o1 ~ 

~ att&M c-u.. 1a., oltleo • ,,......,. lJ0 l9J90 at J .... 

... I_ .. ._ 

~-~ ... , .. 
... , ... 01 • 

..., 1 a 

-· 
J =·· 7n-l J/lht 

feq ~,..,.. 

(BI,_..t) H Wot'p!thaa., Jr . 
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., Mar lr • .,., .. 

toll will rox!t \1111\ \llle P?.oldea\ la bla help\ .. ._.. t~ 

•n.. pllbUe taq bew ebowJ.ac aa lureae .. la\ei'H\ 
la \lw 116opt.1oa 111 \be OoY.r..\ ot • ton of 'illdpt 
wl>ia wollld -ron ao..., ... rq \o \be .,,..u. foU.... 
u -rai&l. ..,...1_•· n.. ...... -.. - m\l.U. 
or \be ao.....-t•a p .... u. ot l Ml'lltiiiC la 1\a 
Wp\oi'J •"J*''IIUo&rea, a.oau die-..... tor~~ or 
tor ..ur-ll-1 :14at.111C proJecw, or f or ot » r eatnon!in-.JT 
• l'ital oi&UaJ'• w'\lall luna .. \llle -.ltll or tllle lat.loa ••• 
lt ae- to .,. t lw.t. a11ell portloae ot tiM _, or ;>'*lie 
proJMta •• • ..., el .. r~ aolt-U~\Il4a\1aa ah<>llld ••ow a 
MpU"l \.- ... Wl\)1'1 lD l:.lk! ge tA17 !"epol't.lq • 0 

!C4 

O.S.r tboo Pn oa lciu .• t' J exp,..ee d.lr.tet.loa, \ M ,._ .. ....,. Del)llrtMa\ 

'"-> c.....rw ,.ro;>Oeed l ec!al.eU oa whlaa 1M WI laplu<lnt t l>ia pol l t7 'r 

r et• -o l ~rr me! • • t-r prujac t.a, n.. attooho< dnr\ of a lllll eabodl" 

o ~len for """•• projeo t.a w'l\a'l tile m.,arta!lnt belln .. w~d .. hlllft 

'-"- Prot1da~t'• objoau.,.. •• 

the 'h'e&OI&I'J 0 1a .. \\iq lip \ hie j>l.an 0 baa 1>64 \D a1114 \be 

foll.willl bute aout,.ra\1.-e 

(1) !1. pl.aa aho•IU pJ"''fldo tor \be ttaaa.UC 

or - _.\NaUa. ,..atut ? tallablo fll\ ura ~-, 

u llell u t or \be rat...,Uoi of l)llt\ eoata • dla\o

lar ;~roJe.U, 
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(J) ~ •-.s.-'Liel11 

" 1• - ; :J s 

....... lAft " U' • - .... - 5 'Mpi ... d 

u.-tue-

I .... ~ 

(4) t. ~ _, u. n..-IOGJ•.... a a -' ., .w.e 

to _,.. u --•'- I I 5 I ~ .nun. el U. --a' 
en ..-.,. - ~- W• .r u. ...,.,_.., n.e1 a.. 

tnUta • U. .,._, .r ,,_ n <• .-\ IWtlll• U. 

"==• ....... 
(, fM M mrles .. V It 14 .. 4 ..U-,... 

at.U, ftlllal.lll u. tulU u... el -.u.. .• <• 

.. u... u- .... u.. tu-

~cs 

,. ... • 5 ' .. l.w&a .... "" ~~---~, .. ...-~ lt. ...,. 

\Ml.r --·· fM Pi t' '-w a---· e1-. I •1 PJ <• 
tetwe lie , 4 ......... ''''""' U. 6'-miiM~··I.Iro I • 1 Mea ,._ 

\lie,,. rt 1 tiUl _, «es u.~,.. w- ... ,...,_,. .. uUiilw _,.,_ 

,,. ......... 
0 9 • 

Ste. P I le &. llelll'a.• 
"- • 3 0 ... 1 ... ___ ...... 

..._ fw'l ·- ... . .. . 
••• &' 0 .. .. 
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TREASURY DEPARTMENT 

,.... 
W : Pratt bUl to create a lat.1Q"J P.ewss++ np-poe Corporat.1m 

J.:-..u:l>ecl 1a a tentative dr&t't ot a td.ll tor U. creation or a ••tioDAl 
:.~ ~ Corporation,• tbe eorporate p1ll'pDM or wld.ch .ul be to n
~ ....: :-e!'inu>oe lederal.l,T-owued IUid operat.d proJ ecu or • ..U-sut&in1Jic 
~.c. !be SecratarT of the Tre&surr u c;i'nm u. d!.rec:ti.oD aDd CODtrol 
<:1 = :::..-.c..-r.i.oll IUid all -ttera or poli<:7 ..t b. ~ t!r lliL ~ 
~ .. ·c !.t ~ tor tbe a ppoim-nt ~ tbe Prende:<t <4. -.r.oa.-er or tbe Corpora
::0: .,.;;-:.& J!IOCII c!ut1u aa t.be Secretlu7 or tbe !reu'c::7 u;r ~be. 

::2 t..-a:.."t. bUl authorizes the CorporaticA to a- boDda to 1'inaDce aatb
or..=K ~tiu, includi~ those alze&d;r ~or 1mde:r OODStructi011, 
.mi::h et . et....,._.prod'lleing and which can b. p&1d .to: 011 a sel.t-aupportiJJc baaia, 
'!!:!! ! a: a N'Te:lU&-producing portiolll! o1' IIUlti~ .... projeeta. JbeoeTer 
±e Cc::.zo:::n;:t.!.ozl tloata a bond issue to finallce 1'acillti.u aJ.rea<b- built, it b 
.,..,x..,.p~ tlat tbe proceeds o1' tbe saJ.e will b. _..., to re:l.abllnle tbe 'frealraz7· 

~ blll 1a llait.d in ita applicatio11 to a id1nc iJa the financinc OI!J1" 
a! ~od:Dcin& poar and water tacilltiu. Ia arcler that tbe .let u;r haTe 
"'Im ~··;;r, • ;:zroyiaion baa been 118de .tor tbe 18- :e or boDda to finenoa tbe 
=-.-=-~ ud ooapJation ot project& or a Ml1'-a1Mn& dlaracter, but DO 

:n ;:r.:.;~ -.r be finllnced unless Congreaa autileri.le• 1te ~and tbe 
Ca;;c..--ac!= Lpploon it u a ae11'- supportinc eGtarpri.a. .&.ll CODSt:ruction work 
r_:: :e CE:T-&1! ..., t!r t.be a.ppropriata hc!arU ~ or O.~t baYin& jllria

:i= ~ 't.:l& project. 

!::.. S.eet&r7 or tbe Tre&am:r 1a ginll ~Ina~ ... to tbe = ~ ~ or tbe Corporati.on which can b. u-.d. ..... S1>Ch boDda will b. 
<!!...,.,... u! ~ obl1gatinlll! or tbe Corporatt. ud w1ll be pranteecl t!r tbe 
i:C:.:K ~'=1-'l.d . fhe dllV o1' eatabllshi.JlC IUid ~raW. .tor tbe .erncaa 
,.. • .-. . .. ! ~ ncb 1'acilltiea in an a.ount Rffl.c:iar. to pq tbe boDda and tbe 
i.:!tc..-..r. ~ u placed in tbe epc4:7 or de~ ~ J'Gl"Udicti.,. o1' 
""" ;~:M"'... ?rov1aion ill -.de .tor a nnnal report. aa to tbe atetua o1' tbe ~ 
; ec:"..s :c i!oe s:D1 tted to tbe President IUid Coac;rua • 

~ ......s.r tlat tbe SecratarT o1' tbe Tre&•IET ~ b. protected ill bia de-
.... ...,.. -~ u to tbe a.ouDt or 'bonda to w 18...0, tbe td.ll requizwa tbe Federal 
::"TC C.,...sdon to aWait to tbe Corporatioll ita ~tea o1' mt earcinc• o1' 
q ~--··-.aa *ich are required to be a.~,.. a w oati- baaia. Opoll 

:.0. ~ c! tba ..U.ted net e~ IUid tbe nppon.1llc data, tlle Secrat.a%7 
o: :.te ~ Oacidea wbetller be w1ll perw<it tlle ~ to ~ bollda 
= != w:.~ "'-t&· ., 'boDda ...., w u...o in or u. •11-t.d coat 
..: t.::lt . ... produc:i.a& portion& ot tbe tadlldaa. 

r " -t-L. 
Regraded Unclassified



~ ~ 1!1 10 ~ ~ tt. t: J;: ~ 1;: r:: !:; "' "' ... "' "' .. ... "' .... 

I ~~~fil !i ~fM( il! 
~ '-"~ fj l~ lri*!lq ~!~ 

.{. f'.f if• f:[i I 

fr i ~ l ~"'i f .~ ~:,..~, 
I f Li" 

;~;Hiifd~ lnpiM 
f f ' [ I i I I ' f g · r . , tf" :-!,.. 

f ~ t 4 I ! ·- r i ,.. ,.. ~ i ~ w 

! 11 151 i" f ~ 
r ! l ! c g f l ! ~ f Li" - ~ 

~~~· '' r!tr- .. ~ 
r • f ~ f ~ ~ t 

: "t HdJJ· a~·~~t 'fl! 
i i 1 I ' 11 r .. r r .. - .. . 

fi 
J.. · ~ 
;. ' I~ il 
rr 
h 

, .. 
0 
-.J 

r 
I 
I 
• 
I 

Regraded Unclassified



2 
1 ~a _ .. 

:0 o!tiCC' to be .._, u t1» ~er ~ powu &Dd dut.Ua prorided for 

24 ill t11a Act. W. •tt.nl ot pol1.c::r ehall be c~1.d.nd &Dd ~tcaimd 

25 bT the S.Cret.&%7 ot t1» 'frequzy. It ah&ll h the duv ot the Manacv 

~ ill can'TiDI Gilt the prortaiona of th1a Act to act in acc01'119DCe with . 

27 auch cleterlliD&ti 01111. 

29 SIC. 4. !he laDapr ahall b. appoint.d b7 the PresicieDt with the 

JO a4rlce &Dd com.nt ot the SeDilt.. '!be Man.ac•r aha.ll ~ ... a aal.az7 

Jl o! $12,000 a J..Z to be l*id by the Corpon.tion u a current <apeDM, 

32 &Dd be abell ba reJM>uraed b7 the Corporation for ~tual. cxpensea, inelud

JJ iDI tr..'NllDg &Dd llli>aiatence ~. iJicurred by b.1a in the perforMDCe 

J4 of h1a dutiaa. 

JS ftraonrtt] 

36 SIC, s. !he Secreta.I7 of the ~\117 1a autboriaed, ud>jact to 

37 tha c1Til.-Mrrl.ce 1a .. &Dd the Claasitication Act ot ~92), u uallded, 

J8 to appoint &Dd fh the ca.panaation of such uploJeea, in 8ddition to 

39 tJie lllulqer, u ..., be DeCOISS&Zl' for tbe proper pertomenu of the dutiaa 

40 o! tJie Corporaticll UDder this Act; ~pt tbet wit-boat reprd to the ei..U-

41 aanic. lua be aq appoint RCh otticara, att.orloqa &Dd ~· u -..:r 

42 ba ~~&ceel&%)" to CUTJ Gilt tbe Jll1l"POH of tb1a Act. 

43 Gellfl'l1 Si<S'PW*tt Po!m 

44 SIC. 6. To tbe extent D&CellsaJ7 or appropriet. to carT7 out it. 

45 funct101111 Ulld.r tb1a Act, tbe Corporation llb&llllaft powrl 

47 

48 

(a) To .,. &Dd be llu.d in it. corporet. -~ 

(b) To adopt, uter &Dd - a corporet. .-1, which aball be 
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' 
49 (c) fo acquin, llol.d &ad .u.po.. ot N&l. &ad :pc"80al propu tt J 

so (d) 'fo- tM lldted Bt&tee ..U. iD lib- aa tM 

s:z (•) 'fo borrow •=-T, iDc'ar i.Ddet.ed.a." &114 Ua• JIIICotiebla bOllia 

53 &114 otMr e't'ideac.a ot i.Ddet.ed.a.aa (benlD c•UeJ tM "bCIDda") 

54 &114 provida tar the pqMDt tMr.ofJ 

55 1ata &114 do all .-

S6 &eta &ad thillp, .. tM Corporat.ioa "'--- cleeinble to e&n'J 

57 out tM powra aow ar ~ coatvnd b7 law. 

S8 Sw tw )z 7tdtral. l5lllt C=' ''' op 

59 sa:. 7. • Federal. !'oar Cqnduioll (benlD .... u .. tM •c-'utca") 

60 11 authorised &ad directed to aab a •llr'n!r ot all tacillU.. wbi.ch baw 

61 b.-a coD&tructed, are UDder coa.truoti.oa, or haft be&a aut.borised b7 tM 

62 Coagreas to be coa.tr\lcted, oa the d&ta ot - ct.Mat ot thia .let &ad at or 

63 bJ - ot which el.Ktric eD11r17 ia or will be paerated, tna.ttted, 

64 ar dUtribute! tor &&la to pmlic or prin.ta UNra, or at or b;r - ot 

6S 1lh1ch at&r u or will ba atored ar dUtributel tar a&la to pmlic or 

66 print. 'IIMr8 (beniD c•UeJ •autharised tacillU..") ot wD1ch tM adW 

67 Stataa throll&b e:JfT acaa.c:r or ac-cua or cMpart.Milt or u~ • 

68 1..aau-ata11v or wtz,_.tallu.a, corporata or otbaroUe, (berea 

69 called &a "Ac•ac:r•) baa coapl&ta ar partial. ch&rp. lot lat&r tbaa 

'lO S.ptallbar 1, 1939 the c-1u1.oa ahall prepare a 1Ut with a briet 

71 dascription ot tM autbariMd tacUiU.. &ad amait tM- to tM 

72 Corporat!Qa, &ad lllall traaaait a ctvplloata ot .,.. 1Ut &114 cleacript.ia 

'1) to aach JpDq. 

74 Hm1••1pp Sll. n=•1el ,.. pt. .sa "shnli'IBE r lvtr 
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~ c~q1 atter be111& nq~a~ate4 b7 tba c-heiClll to a'*>ait to tlle Ccndsllion 

;; a c .. Fobene1.ft aDd coaplete t1D&Dc1&l. atat.ent 1D reteraoe to ~ 

78 authorised tacUitiea of wb1cb it baa ooapl.ete or put1&l. cbarS•• lbowiJlca 

79 (a) the co•t or "t.1Mte4 c~ ot conatruction ot all aucb 

SO facUitiaa IMCJ'el&ted ao u to &bow 1D detall tba co11t of eacb 

81 oparat1JI& WlitJ 

82 (b) Tile &JIIIua1 eros• operati.ag re..-.maea darived am eatiloated to 

8J be derived onr tba probable lif'a ot 11ucb facUitiee froa 

84 tbe llal.e of electric alllrl)' ,_rated tbereat. or trazwaitted 

a5 or .U.trU>uted tbareb7 • or troa tba aale of water 11tored tbaraat. 

a> or diltrU>uted tbare;y, or troa aey otber aource wbatenr; 

37 (c) The annual gross operat.1JI& expenae• p&1d aDd estaated to be 

88 paid O't'V tba probable Uta of aucb facUit11a for oparat1Jic 

89 aDd 11&1nta1nlng aucb t acUitiNJ 

9:1 (d) .t. balaDce abeet and profit aDd loss 11tatuent conr1JI& tba 

91 facillti.ee aa ot tba aDd ot tba goven:uoental fiscal year 19391 

92 (e) I£ tbe autborbed tacUit1ea ban ault1pla purpo•••• 11ucb 

•11ocat1ona ot coat. 1ncurred or to be illcurred u ~ ban 

been ada 111 accordance witb law UIODI: sucb IIUl.tiple purpoll&&t 

sucb aa narl&ation, flood control, irrigation, powar danlop

llellt, or otbar VJl&s ot danlopoent (u tba case ~ be) 

together witb aucb aupport111& data u »¥be a...uable to 

ali>stantiate aucb allocat.iona, aod 1t no 11ucb ellocat10111 

ba1'8 yet baen ada 1n accord&llC& witb law, tba ast1e&ted 

a11ocat1ona ot aucb coate1 

(t) Such otbar aDd additional J.DtcnatiOil u 11 -11%7• 1D tba 

Jmpant ot tba Cr 1aa1on, tor a coaplate report u to tba 
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103 operation and propond operatioo at the tacUitiea. 

104 EstiMtt n led.tral.ll!:m: Cg=hdCil Rl. 51sla1 ~ racmuy 

lOS srx:. 9. 'DM C.-ieaioc at tile req-t at the Corpontion aball 

106 eertti)' the coatt or eatia&ted coatt at &IIJ' antboriaed tacUitiee 

107 sbcnm in the tiJ?Ancial atatemeut at tile Jgenq ba~ COIIpl.ett or 

J.08 partial charge thereat, and, ill tile cue at .W.tipl.e purpose facUitiaa, 

109 t.be costs ar esU..teci coata a ]] ocated or all.ocable UDlar ln to the 

110 rnenua-produci.ng porUooa of auch tacllit.1ea. Ill the &Tent that the 

lll law does not provicle the -tbod for all ocatiJJ« auch coata. &110111 the 

112 multiple purpoaaa aarved, tile Coclaieaionr 

U3 (a) Sball ll8b a thorouch i.DYest1gat1011 at auch facllitia• tor 

llJ. tba purpose at el1ocati.ng tba coatt or estillllted coett thereat 

115 amoJJ& the verioua .P\l%1>0••• served thereb;r 1 such aa n&Ti&ation, 

ll6 flood control, irri&ation, power de.,.lopMnt, or other ~pes 

117 of d..,elopMnt (aa the case aq be)J and 

118 (b) Sball all.ocate cos tt of facllitiea ba'fil:lc a Talue onl;r tor -

119 purpoae to that purpose, aDd co•t• of tacUitiea ba'fizlc a Joint 

120 value for more than one purpose equ1t6bl,y amoJJ& auch purpoaea 

l2l 1n auch manner aa the Conal •sion deeaa neces68%)' or appropriate 

12.< to prcaote a sound natioaal ~ 1 to eucourege the widest 

123 poull>le ec:oncmic - of water tor irri&ation and at a;actric 

124 enercr for dOMstic 1 
rta'&1, aDi iDdUBtrial needs, and to &Toid 

125 the 1Japos1 tiou upon UJT ooa purpose at a greater ahara of 

126 Joint coat& than auch pw.- -:r tairl,y bear; 

127 (c) Shall cart1tY auch a11ocatioca at coatt to the CorporaUOil 

128 aDd to such Jgeoc;r which shall - auch aUoca~ at 
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lJO !tHMtt a 'rdS!lliiiK c ,,, .. .It IIi "n'm 

IJl sa:;. 10. !bl c-:tMi.Oil aball, atttr rec.iYiJ~c WIT tt ..... i.al 

132 ata~t requ!Hd to" .-..utt4 to it~ an .AceDG:r -s.r th1a Ac\, 

m ~ptlT transait a cow ot auch ti.DaDcial. •tat-t, tociot.ber nth itt 

134 0'111 ~siB ot euch eta~t 1ncUcaUac -.bat, 1u itt jndpent, the 

135 aDDII&l Mt e&J'DiJls• ot authorised ta.cwu.. rill -t to Cl't'V the 

1)6 probable lite ot ncb ta.cWU..., baYiJ~c lla. MCard io tba poeeibWtr 

137 of a ~~&rgin ot arror 1u the eatt-tt4 ~ptt or expendituree, ~ 

138 d111 allowance tor cont.iogeDciea, and detenined upc11 e c-tift 'buia 

139 1D aecordaDce rl th accepttd priDcJ.plea ot Meuritu &Ml,reia . 

l4l sa:. ll. !bl c-laeiOD aball, at thea request ot thea Preaident ar 

142 of either ot thea ~ ot the Cqreu or of tha Corporation, atttr 

1.43 atiiiJ and 1unet1gati.on, prepare and al:i>ait to the President, thea Coac:r-, 

144 &Dd tbe Corpora tice 

145 (a) Ita eataatea ot _ta, and1 1u tha - ot lllll.tiple parj 11 

146 tacWU.. itt ellocatiou ot coatt; 

147 (b) Itt .. tbatea ot •nmwl 11ft ~· tor WIT tacWU.. which 

148 

149 

150 

lSl 

lS2 

lSJ 

1S4 

lS5 

eDCut.ift ~t of the ~t 'b'Cit which -- ..t bee 

a~ 'b7 the Coapeee to 'be conetNcttd prior to the 

dett ot ...:taent ot th1a .&ct, or which aball be authorbed 'liT 

the Ccacr •• atttr nell date, and at ar b)' - ot ~ 

electrtc .av 1a or will 'be (eMI'&ttd1 v.-ittt4 ar ~ 

tribllt..s tar sale to pdlllc or priftte .-n, or at ar b)' 

-- ot '8ll1cla ater 1a or rill 'be atored Gil' diatribwttd 
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rotr .a to &ld'"• ar pri'lllte _.. (-.a oou• ._ 

r.cnt~•) ot llld.eA - Ja J ~ oa.p1ete otr ~ 

t ... 

l59 tile ~ ot Wa Ad appl1 mble to U. ...._,., .. at .. u..tee liT 

J60 t~ae c , ... ,..,to u. Carpon.u- 1a nprd to~ r&c.Uitt. 

161 .:.u ..,..q to 1t.a UU..tee ~ Wa -u- 1a npzQ to - tacll1~ 

!62 .. ~ .. ~-· 
IU 

164 SIC. 12. !boo Corpar&U.. is MnbT ~ to 1M1a 1t.a bODda to 

U.s ti.ooo.llo>e or to &1cl 1a t.be t 1 .. nc1'W ot tU:/11 Ullbarhlocl raclll~ or &1111 

l66 ,.. !ac1.llt1M ~liT U. Caacrusa ... boaia eball 'be 1a.-l 1a 

l6a u.. ~ de~ 117 u. Secretu)' ot tbe ~. 1a Ida abaoluta 

169 ~ to 'be CODa1ste!rt with .-1 ··- fia.achc baNd vpoll t.be 

1ill eatiata at -t eern•..,. Sli>n"-i to U. CorparaU.. liT t.M C...1ut..,, 

171 W ill ID ...... t ill + H [ S ot f.M c..t or tbe -urrr.tea cost of .... 

f'adU~. 1a 6' C sa ot 

174 pm t • ; 'II ~ ot a1ICh t-ui~. 

115 ::... 9{ !9lllla 

1'1> SIIC. u. ~ beaU ~ 'be iM-.l rr- u.. to ~ 1a .- or _.. 

1'77 Mrieos, ~ bear net& date or elate., ~ •1m'e at .-:b tiM or u-a, 

1'18 ~ bear ~ at ..ac1a rate or rate. ..t c " • ,.,. ~ -to. 

1'19 per-~ -s-117• ~'be 1a a1ICh' ,,.u- CFl' • =• .. u-, 

UO ~ be ill a1IC!l r .. , eJ.t.Mr co 4 m ar ~ • .,. OU%7 ,... r.cla'ntiAm• 

1&1. ~ .. later t 4 ''!ltJrpri~ • .., 'be ... ject to .... --

1!2 or~ with ar witAGd 1* ••, ~ 'M 5111r*l.e at a'IICb place • 
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JJ4 or Wt lloaU, 111V be --.ated u.l Mli_... ia eiiDia ....r, u.l IIIV 

lSS .-ta1a u.l 'be sd>J~ to II'Cidl ten., •n •t., u.l ooDIIU1ou, u 1111r 

::.14 

1!& M pnec:rlHd 'lo7 the Corponu-, ...,Jed to u.. awaonJ. of the Secret.eq 

157 ottba ~-

1S8 ~ !it. !-. 

189 sa:. 14. !be Corporatloc IIIV ..U ita boDda at rach price or pl"ic .. 

190 u 1t .q det.trw<• to be in the ben 1Dterqt of the Corporation, alt)jeot 

l~ to tba appl'Oftl of the Seent.aq of tm 'flowutiQ', u.l at the reqUOtet ot 

l'J< t::e Corpcut1CID1 the Secret.aq ot the ~ .q -.rbt the bODda for 

193 the Co:rporati.Dil, 11t.llla1Dg all the facillU.. ot the Dllpertlllmt ot the 

l 'lt froee.nly - ar he:rMttar a uthorised b)' 1.ur for the Mrbt1Dg ot Clbl.Jcat1oll8 

195 o! tba 11DJ.ted State~~. 'lila CarporatiOD 111V at ~ U.. with the appronl 

1'1> ot tba s.cr.t.aq ot the !reu1JZ7 !a. boaU 1D attMQ&a for outaterxH rw 

197 l>oDda ot the Cclr'p«a t1CID ait.ber at, bet are, or after the •turi t;:r or 

198 •taritt. of nell outat-Difszw boaU. 

199 Jc<n1 W•dzrs. 

2llO SIC. lS. !1M borx:la aball be l..at'd i.lmlet.ollte aDd IIIV be accepted 

2111 u MCUrlt;:r for all t14oc1ar7, trust, u.l pd>lle tuad.8 tba inveetllellt or 

2!lZ dapcelt of~ abal.l be ~r tba ~v or cootrol ot the 11D1W 

2l:l3 Stat.. or.._. ottica' or ottica'! or qeetq or O.CIDC1M thareo!. Tbe 

204 lec:rataq of tba 'flowutiQ', in 111.8 ~. al8o 1a aut!lariaed to 

2DS pw b -. b..S. ot the CozpontlCID :~a....- lwzc Jer, aDd for nell pwr-

~ pc-. tba lec:rt~ ot tba frtua17 1a ntbar1M4 to - u a Jlll>l.1o-4cll\ 

1!T/ ~ the pza-s. h'oa the 8&la ot ~ .-a:r!U.. ~ ia.-l 

2DIS __. ~ 1 1 a ' 1aezV lc.i Jet, aa _..., ... ,, u.l tba pca;aasc for 
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210 to i.oel• aJV ~ of t.M CozporaU..01a boada M:re-s.r, 1M 

211 s.cret.a%7 of t.M ~ _, at aJV U.. ..U aJV ot t.M boada ot tM 

212 Corpore.tioo acquire4 bT bia 1Dier th1a ~~eeu.e, AU ~. 

213 ~. ud aalu bT Ua. Secretar,- ot t.M tr.u...,. ot Ua. 'boada ot 

214 tile Ccn-porati.CIIl aMll be tr.&ted .. pdl~t tn.uact1CIIla ot t.M 

215 Onited States. !lie CorporaUOil aball ha'ft power to parchaae well boada 

216 111 tbe open aarbt at aJV U.. ud at aJV price, 

217 l!tsuritr !ll. l2!l!la 

21.8 SIC, 16. !be boada aball be .UZ..Ct aDd leMZ'&l oblJptiou ot Ua. 

219 CorporaUcc am t.u tull tutb ud cred.1t ot t11e Corparau.e ab&ll be 

220 pledced to the puuctlal. PQMDt ot tile pri.Dcipe.l t.bereot ud intereat 

22.1 tbel'ftll. 'rha bonds aball. be t~ am uncooditi oD&l.JT I(UBZ'&Ilt.ed, aa 

222 to both princi;al. am interest b7 t.M United States, aDd auch caarantt" 

W aball be a:preaaed Oil t.M tace tllereot. In t.M eftllt that the c:orpar.u. 

224 aball be 'CIDIIbl.e to pq 1IPOD cl=•nd, wben d .. , tbe pri.Dcipe.l ot, ... 

225 intarest on, nell bonds, the Sec:reta%7 ot tbe 'froeu1117 aball pq to tbe 

2:!> holder tbe uomt t.bereot 1lh1ch 1a bertb7 a~ to be appropriated, 

227 out ot &JV ~ 1n the . tre&aU17 110t otllerriM appropriated, ud tbeleapa 

228 to tbe extent ot tbe uozt ao paid tbe Secret&!y of tbe ~ aball 

229 aucc.ed to all the rlctlta ot tbe holden of neb bo..S.. 

~ J'ruvtt.' sw .it IIIEa 
~l SIC, 1.7 . Ia arder tu.t tu. Corporatioa _, be nppl 1 ed wit.la .-

~15 

~ toru ot boma aa .., be a. 1 'ed, tbe S.CZ.t.t.q ot t.M ~ 1a nthar1aa4 

~) to prapen well t_, iacl:oxU.t~~ -.ra'ftd plat.., ciJ.M, bed P-• aa4 

~ other •teria.l., aa aball be auitll>l.e tor neb 1*11 r • 1M Cozpan.Ua 

~5 DNd DOt ~- tao. frMnr7 ~t tor aJV .. , iwtWI .. 1a 
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1.0 

Z1> u.e prepe.ratioc, C11atociT, &lid d.ell~ of boada. P.M1nc tbe preparatio11 

z:rr o! detinitin booda, tbe Corpontiocl a:r ian. iDteria receipte or 

2)8 certi!icatea to Uut parchaaer or ~ ot azv bOlide iaaued 1llldc' 

2)9 u.a Act. 

2.U SEC. 18. It ahoJJ. be tbe dut;r ot ~ -'ceJlCT baTing complete or 

U2 portial charge of 8ZfT facilltiaa 1D SAticipaticm ot Uut ~~et e&rllinga ot 

2.0 w!Ucll bonda aball baTe been iesued \lllder th1a Act to cauae such tao ill ties 

245 raw s and otber chargee 1D coDDeetion U.erewiU. to be eatabllahed, u.in-

246 t.o.u.i and eol.leeted aa u:r be DeCeaa&l7 or proper 1D order that to the 

247 exte11t eonaietent wiU. law t\lllda will be a-u..ble, attar~ due aDd 

21.8 reaaonabla a.ll.mlaDoe for eo11~eDCiae &lid tor a aargiD ot error 1D the 

249 estiaatea &lid tinaDcia.l atat-nt albaitted to Uut Cc>IIOiiaaion: 

~5:1 (a) To pq all current cpenaea ot oparation &lid -inteDU>Ce ot 

251 

2~ (b) T0 prortde Uut Corporation wiU. t\lllda at leaat eutticiellt to 

: 53 pq wileD due Uut interes t on bollda iesued b7 tbe Corporatioo; 

254 (c) To proTi.ciA tbe Corporation wiUI t Uilda 1D aw:h amount aa the 

255 Seeretaq ot the ~ eball det.e.no.iDI &Dd c:ert1t7 to 

256 aucb Acency will be re<luired tor U.e purpose ot uortisinc 

257 tbe capitel i« .. w...t 1D web tacilltiae (or 1D eaa- of 

258 IWltiple purpoM racilltiae u.a coat allocated to the reTena. 

259 produciJlc portio .. u.ez-t) onr a reaaonable period of Je&n 

:t.o out ot tbe Det ean:UDc• ot auch tuilitiN. 
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262 sm. 19. .IYez7 JceDCT ha't'iJic ca.plete or partial c11arp ot .., 

ZJ antboriMd tacUiU.. or - facUiU.. aut.bariud b7 Cccc:r ... Mall 

264 •lli>•it to the eo-i.taiOil, 11l Octciler of each 7a.z1 a f1•M1•1 at&~ 

265 aDd r eport on tbe etatue, bue~•• 8Jid progreae ot au.ch facUiU.a ,,_ 

;66 u,. ialli&DCII ot bODda 11l anticipation ot the net earniJ>c• ot nda 

267 ! acUities or t.he date of ita lut such t11lanc1al etate.Dt 8Jid repon. 

268 Tbe c-ael on 1,8 authori.Md 8Jid directed 11p011 the req-t ot the Col--

269 poration to a~ait tra. U.. to U.. to the Corporation rniAoed 1111tiatllll 

2?0 of Mt ~·• co•ts 8Jid allocationa ot coats, and all other ~ 

271 iDfo:w.tion baNd upon the -t rec.nt data an.ilabla tor nda tacn•tae. 

m lbenenr au.ch reT1aed utaatee ot net earniJ:We are eutticiiiDt, ill u. 

27) judpent Of the S.Cret&r7 Of tbe 'rreaa'IJZ'1 , to warrant tbe ies.DCII of 

271. bonds (a) in addition to boDiia theretofore 1a8'QIId 11l antioipatiOil ot the 

275 oet earnil>&• ot such tacUiU.s 811d/or (b) i.Jll.ieu ot boada ~-

2?6 iasued !or the purpon ot teaporar!4 tin&Dcillc eiiiCh tacUitiae 11l 

271 antieiJ»,tion ot tha net earni%11• tbareot, the Corporation_, ia8ue .-11 

2?8 bonds 11l an amount (inel~ the UOUDt ot booda tharetorore 1aa...s 

279 not to be exchellged therefor or discharged by the proo.eda tra. the eala 

280 thereat) not 11l excess ot the actual. or eatiated coats or •11_\1_ 
281 or coats f or auch !acUities -t rec:antl,T eertitied liT the c-•ula. 

282 to tbe Corporation. 

284 SIC. 20. .All ~· · ot the Corporation tra. 11batnw • .-- da"i .... 

285 ohall be paid i.Jlto the 'fh&aurT ot tha United stet.. u macell•-

286 receipts. 
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29S 

~ 

m 
298 

299 

300 

)Ql 

)QZ 

)OJ 

JQ4 

)OS 

.JII6 

1IT1 

)08 

J09 

310 

3U 

312 

3lJ 

: 18 

a t!• !/Jl. J•lll•• ~!all 

.a..-...;r pll'ltaAt w u. du'U.M • • , : ..... nell Jpaq 

_, tb1a .&ctJ 

~ tl» ul.a ot it. ~ 1D *' I fl tl» - ot 

(1) 

aS4 1D tm ! Snenci .. ot tlla ewtzw:u- ot 

~ tacillU.. or - fWiUU... ..u.or1M4 

_,tile~; 

(11} u. -t Ill • .., b7 - Jca:q ~· ~ c:apit.l 

dur1rl& ncb period ot dnw] • t ot .... urthllr1M4 

tacll1Ue• u4 .... - tac111U.. ~ b7 

ti~e- "=cr- u.., be~ .s.u. -m ee=,.
...s prwleDt aaJ>&&eseilt, 5UCh .:.~ padod to 

be ~UM. 117 sw:h JceDq .S.tll U. wuoa1 ot t1» 

U-i.l) u. -t proriAM ~or u. 1 ta w:u- ot antbGr1.H4 

tactJtUM ...S - ~aolllU. ~ .t..s. qpropri&W 

lrT tile c ..... ~· ....... pa ....... - oG ot .-ra1 

~~''*.,'--• ot u. ~ • .a~ U. pa: co1u ot 
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}J.4 or on the credit thereof • 

. Appropri.a\1gp s( tm upt !a,.J to rps 

SBC. 22. .l a~a equal to the aacndlt tr0111 time to tiM at.aDdin& to the 

Jl? c1*11t or the Bevpu. DoDd l"uDD1 1a bereb7 ~ntq appropriated to tbe 

J!J Coi'J")ntioD to be cont1Duoual,T ava.U.able to tbe Corporatiall rl tboat f'llr'tber 

)19 a;>;>ropriat.ioo for the aole purpose ot pqing boDda or tbe Corpon.Uan, u. 

lZl 1)1111tDt of uhich ill not otherwiaa provided tor, together with interest 

321 u.eroon aDd the redemption premiU~~r 1f lliiY, aa tbo - &hall bec0111e du. 

.)22 or ~·able ;!llld the Corporo.tion ill bereb7 authorised aDd directed to Mll8 

l2) pqaeDt& theretr011 tor such purposea. '!'he Co:~ptroller Geoaru 1a aut.horiMd 

)24 azd directed to el.low credits iD the proper account tor p8ij'Milta 

»S cerilliad to hill aa aade under th1a aectioD. 

~ Discharge .Q.[ !l?ligations ~ Mtnq 

3<7 SEC. ;a) , The Secrata.Iy or the TraasiiJ'1 ehall awU.ntaiD sape.rate 

328 book accounts for tnery Acency heving complete or pertiU char&• ot 

l29 aut!loriaed :!'acUities or new facilities authorised by the ~ea, 

).)<) in antiCip<ltiOD ot the Det earniiigs ot which bonds ot the CorporstiGD 

;;1 ~ bt.ve been issued, &.ad shell credit thereto the ~ta b7 

))2 auch jgeocy puruuant to the duties imposed upon such .Ageney b7 th1a 

333 J.ct 1n r espect of lliiY such ! acUities. "lheoever the pl1lii8Dts ao 

:l.U credited to the book account or such .A&aocy tor lliiY such tacilltiea 

33S &D&ll ba sufficient 1D the acgregate to ... a t all oblJ&a tiODS or 

3)6 the Corporat.ioo arilling out ot the issU&DCe ot boDda 1D anti.c:ip&tioD 

3)7 ot the nat earninc• or auch tacilitiee, the dllt.W or aw:h A&eDI:iT 

J)a UDder thl.e Act 1D reapact or such tacilltiea shall thereupoo -

339 and datermi.De . 

lW 

:19 
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J4l "dml 'as '*liaR 

).12 sa:.u. !M eur..-.u- s. aUior1Md to 1IUl.1a the Fed4ftl 

30 1 •• laclla far, ea4 the Fedc-a.l Be.- kDb are a'Citbori.se4 .m 

)4( cl1recWd to act • • fs.-1 ec-iH for the Corporau.m 1n the 

.l4S parrca - of ita r-uoa. liiiiW' th1a Act. 

)II. ltpqrte 

)47 SIC, 2S. Die Corpon.tica all&ll. Nlldt to the hq1dWDt &lid 

)48 to ec.cr-, 1n 1lece+v of NCb 7ear, (1) a fi.u.Dc1&1 atata.ut &lid 

)49 CC8;'l.eta zwport of the Corpon.Us for the pl'eC*I.1n& &~Dt&l 

.MD t~ 7-.r, &lid (2) a c arJ•te report <Ill the atatua, prccr .. • Ul4 

3Sl 't>wiren 0: all f&e1llti&a ft•-.t b7 1t a1nce the creau.m of the 

)52 CarparaU. or tbe date of ita lut auch report. !be CorporeU. 

)S) lllalJ. at all ts- bep cc.pl.ete &lid accurate accOGDta of all ita 

3S4 opcatu.., ,,..,,,u,. all flmda upended or recei'Nd f or the accoaat 

3" .,., Proyiliop 

) fl sa:. 26. (a) .&ll ce-nJ. perel atatute• nlaU,. to the~. 

358 ~. -.1.ca, ar ~per Mnc!Jtnc, retallti.oD, -· ar 

)S9 .u.;-.1 of pal>llc 11011111r• or proper1t- of the lJD1ted State•, all&ll. 

360 appq to u. • :. &lid properV of the Corpor&t.10D &Dd to 110DIIJ8 

361 am i*OI*lU.. of tbe llld.ted Stat.. eatruted to it. 

lli2 (l>) It .-n 'be -.la1ltul far eztT penon to do &JW act or ~. 

36) or to .tar 1Dto &IW ~, ooUuiou, or loll I nt, .,..., ... 

3f.4 or,....,, .. , n~ intent to 4at'l'&1111. tbe Corpor&Uca ar ~ 

36s or~ to def•t it. pcupaur. It all&ll. be alAhl for &1W 

J66 Jaliin.ta1, ·uac1aUca, ~. trut, or ~tiCID to-
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~7 u. -u "JJau-lleeoar=•• ,., .. _ Corparau..a•, ar-. csiD&U. 

)68 ot tbaM tour worda, u tbll -· or part ot a -• -u.r wh1ola be 

)69 or U eball do bu.s-&e. J.li(T pe%'8011 who rtol&tea &IW' ~i.oll ot 

J?O th1l alileeetioA aball be cuU.tr ot &A ott- api.D&~ tbll 11Dita4 

371 states, &lid, upon coari.eticm tbaftot, be tilled 110t _.. thaA tlo,ooo 

372 or illpriaolllld 110t _.. thaA tbw )"W&l'8, or both. 

m (c) The Corporat10A, tha eo-1.e10A, aDd &IV AceDeT .., t.ranait 

374 auch eTidence u U¥ be an.i.lable COilCC'A1JlC &IW' act or tbiDc ill 

375 rlolat1on ot azv prorlaion ot th1e eeetioo to the .t.ttot'IIII,T O.nen.l, 

121 

3'16 who, 1D hU .U..cretiOA, ..., 1Aetitute the appropr1ete cr1a1Ml proc ... 'nc• 

377 wder thU .let. 

378 AaWopriat1QM 

379 SIC. :n. There are boarebT author1M4 to be aP,propr1eted ~ 

)80 tiDe to t1Joe euch auu u _, be neeesll&%7 to e&rr7 out the prort•i-

381 ot th1a .let. 
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February 9, 1939 

Ur . Foley recommended Joe O' Connel l of the 
~r•nsury ' s l egal staff , to reoresent the T~easury on 
~he l:onopoly Committee, taking Herma~ Oliphant 

1 
s place. 

HU ,Jr s ent for O' Connell a nd said , "The Presi
dent has asked me to select somebod y t o tAke the place 
o! ;;er-.an Oliphant on t h e llonopol y Comm1ttee and I 
as~ed Foley to t alk to Bill DouGlas and Henderson and 
it i s t ~e unanimou s opinion t hat you are the b est 
cpsli!ied. 

O' Connell said, 1 Hothir'6 would please ce core. 
- did work with ar. Oli phant on this Comoittee.• 

HU ,Jr then sent f or llcReynol ds and said , •At 
j c· 1..~ ee r : iest c onvenl.ence, will you get hold of Admlrnl 
Peoples and bring h im and O' Connell and FoleY t o;et her 
ar.d ·•ori: cu t a pl an -- <•ell , I 11ould sugges t that t hey 
cor.t l.nu e on the sa me basis o.s it was when Hercan Oli-
o~nt 11as co.r-ry1ng on. 

To t:r . 0 1 Connel l the Seoreto.ry Rai d, "I d on't 
wa.'1t r e,'Ular memo ran de., but if there is so;tth l.ng im
portant that sane evening I should like to "et a Cle:x.r an
'·.t= !ro= you sent t o my house. Better yet, I t~ink you 
c·v .. t to send t~e coDY first to i:cRe;;nol ds who will 
read it and thus keen hi~eelf info~ed end t~en he will 
see -~~t I [ et it at-~ house t hat night . Also send a 

~OP:/ to Foley. • 

222 
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r I 'ICt h\1"11&1'7 !It 1!1)!1 

A 
.All ld.a4a of people bowl "- t:ranlJ.1ac <WI!' tbe laich_, ta llama, 

eo u.a road. 1a \1c-1ac ..U 4o_.,., ... iJI prl•ata fll .. ot Yarloaa or

pail• Uou. 

I .. ,. Cl;ltal.a llc""Ch of ov •PJ' I)apvtMD\ la BOJI&bJIC, .. _, 

:23 

OYer \he roM. wiUl ov .Aa\aaaadbr. Be d.eaorl\la tbe roM. u oaa ot \ll1 

oolll11ro ot Ula world aa4 ~1h at Ula aoco.pllabMat 11114Aor -h 41tti.Gal\ 

coadl UOill, Be aqa Ulat lt OOIIJ)&J'tll f&Yol'&ltl;r wi Ul tbl roa4 \1\

IWI&lJic all4 m..nlk'JIC a d.e1orlpUoa ot 'llt.iob I repona4 to 7ft lut Ootokr. 

J.ctv.all7 it 1a • ..cb •n tittlaU 1'0&4 \o :Jia.ra, 

!o4a,r I MYI jllat talb4 with Ill'. 1111\aboul, a JrUlaber wi\ll \be 

po114 lliW rail_, U tar U po .. l\11, 1 , 1. , UYallt;r-tlTI pol' -· t4 \be 

..,, Bl atataa \bet ~ t4 \be cnah la \be bleb_, &1'8 too at119 •4 • 

111'1" of r&JIC'• loan a'lldl lao" aoll \bat alld.ea &1'8 -117 atartal-' 

tbat Qr1ac \be n.S.q •- \be ro ... will M t.puaabla 801\ t4 tM tiM. 

!be~ •-• ...-...ll:r Mc1u wi\b ~~q •• po .. nl;r- \..Ull ._, 

lot npectaA iJ1 .April, Be 1U'P4 • to p our the roa4 Mton t.llat tiM. 

It 7ft d.ealro • to .U• \hla trip I \n.at 7ft will Mal' thla la 111M • 

dllnJIC Ula :ra1JI;r •- I 111_., , 1 an.lt ..._,.tor • laM!Wtl porlal. 
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l.uP .-Mr ... ucrl'Me \M n 1 a w ti.ff'aa:z,z-•1131 1a ~. 

Cld.»H laJoonn CO lac W llama - ' p \Mra I 4 I Ia far a laZ'I'3 

~' ..r a.aeaa ~ wpaa ~r raAa:L J'U' W.. - lup 

..our ot laJooran an cotac w -.a-. U ,_ wlll Nhr w rq fonoar 

rq>n• ..,. ua roa4 Tfll& will f1a4 \M awt t of a '>!e1aa tatoraaru 

\lla1 1M :h.- aaet1oa - bl4'a4 oa a: •t fl4 ti.fflaal\7 of llirlllc 

lal>or darlac \M banaat ••- aa4 Uat •rk • \M llama aacUoa -

~ 1le 4ou =n.c Ula wlAtar ---· 

llr. ~tab,..• h Mt r="'ac 1a a~ faro~Ula npori • Ula 

roa4 u w l ta cepaeU7, 184 11r. ta.c. ~ fl4 u. biz' ,, la MpJ!T 

'17 ih. ~\<TIIDua. Mr • ..U\al!Gua ~ h at \loe aoa4 u a flY _ _. 

C..7 -u.ar roa4 for a\ "-t tln .,_n 8f\<lr *i.~ lt Ula •"' an 

properl:f ...S. l t- proloUl:f 'M ...-far a laacar parlo4. 

!!Ia Clo1a.aM *• • ..,.. 8'UY3T aeeu- f a r \M ral1_. aa4-

aan!nood< llu "- a:::,.ltallef 1a ...,.ual aeetl-.. Ooo.t fr. r •we 

a n.:,1.ac _, 11aa "b-._. for a~- of 50 ki~tan. Mr. 

~tallau•- fiiFOrU}T s..p~ wlU. tM •rl< of Ula Al'ft71ac }l&rti•. 

io al.eo atat. M bean Ulara...,. M a ...c.-~ f"-eiwe 

U.. rai~ la r •ac la ta. .-r tuara. It le w 'M • .arrow pap 

~ w co ·ct wlU. U.. ~ p1ICtl ~1-.r 1a ...._ a4 •u. 

U.0 ~ T = ~hrq, a.U.r .._ ~lw.F w I I ~h fl'M K 
1
'1C 

to w M .arrow CIJIIC3 or "broa4 ......, la -~ ta las. dill ..-.r 
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_,_ 

u_ai... 1 - -.u 1a = lk'ac u - • 11e-....-. .... 

an.,... tllll t.a u.e - r.nn •AIIr u.e ... , .... -• • 1 t • 

~- -~ lou -...... 

·. 
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.1. tn.-4, llr. ftllcllq •.A •• <d llll.ttadlal4 Mil laba (a JriUatt 

couu.l a 4 lat anaal _,UJ"'IIIP alt.ipplac fin la CU.) latt ~ 

rlf)ll after t» .__tac. !Ia, wl\ll \lla Tie ... ~ ot t» praYla~ llr. 

T. L. !nr, u.rro•lT aae.pM froa a b<ab 4ropp1Jic 100 7arcla froa t!Ma. 

.:2s 

llr • .I.A4rn1 a coll-cu latt a- ~tor. Iaca41a17 au w ll au •JIIIloaln 

'boaba w re 4roppa4 la tlaa beart <d \lla loaalaeaa aec:U • a.4 at ~t -

lh1ri ot t» el 'T _. claatro,...t. !he p~ 4roppe4 '-lis f,_ a peat 

belpt. !ha Ceatral JIMk a.4 \he Sbnp' c-retal 81114 Sartap Juk 

wre &OIIC t boaa uatro7M. llr • .t.ul.rew claacrlbea \he Moll>iac au l.e41a

ennaate 'bece.ae at that balcht t»ro _. llUle dluce <d hi ttlac ..,.etal 

l&fKoh. 

Bare at I"W'"'C ou .,_.. u WUCh with all ldAda ot p•e-t, a.l

u aa aa4 aewpo!!per p.opla e1\ller rtaltlnc r •ac "" .... , po .. t'bllltlea 

for unl~t o r b1aelaHa or f or collecttnc .... oa tM al-tloa bare; 

or people oa tbel r ._, to or tr• Cl!!mcldac. Beau• <d tlaa botel .a bare U 

h ....,h ... ter to -et .act. p.ople u4 to blow - ~ t» \II1.JIC1I cotac oa 

\haD Ia ClwmcldDC ..,." t»ra are 110 _.,.,. botola a4 -.n p.opla are 

acattera4. u 1a t» -•t -tral p~ ..,. couecttac Cb1aa with tM 

Ollh14e ..., 1'14. 

JOma Bti!IIDSS JSD!S ' £CfiTI!III u IOiKlW 

hUert1el4 a.4 hire hllre a 4elapU• bon • 'rl liT l'lacllq AeAnw 

'-" t l.cattac tn1.e poaaUotlllt... llr • .UU.. h reo•• "• tllat Ilia 

~ opezato a fleet of tncb oa u etflclat loMh a4 4.1nrt u.M 
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.. xr•· 
tw ~Me£ npne•taUn ~ a 1up 11w-- , <•' ''" 1a ,_&1' C 

u ..-. .. h wllllerlBC btw 1-.: Wa ._.. aU *' .-A WU. 1\ 1a 

t .. u•. 
11r . ..... , a feD" npn••taUY.,..,. Ju\ .~ .... r U. .,._ 

....,. ...... , oil .. moe peean11u1 ... 

11r • ._, nprea•ta\l<re Gf ,._..._.. Oll h alM ....... 

~ ..,. Ju' a , .. ....,1ea ~ • .. unq. 
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'UCWL mlftc.l 

B;!a mftillc ..... I _, w - .... •s-mreewr at \M !'elecnPii 

M~aWouaU-.aM~a\ omUac --c-• 1a eocla be~ 41acoaaoi.Jic the 

tHuUoa. At tint be .... w .. 4 ..,nc1au- ot ~ belp .._rica ~ 

, ,.., !rit&is wre ~~be ..S4: •n 1a mt aalT • peru d 

hope n t U.t at t1oe a.a.- people tllat .-.rica en-.4 ~ •"' balp ot 

- uUoa w Cll.s-.. • I wlAl IIIla I ooul4an4 \llat w 4&\a ella ba4 

al.roaq ~ \!Ia l.arpat _,at -la'-ce . lla oofllflma the 

Mrl-eao at ~ I~ .... lac. a. ~b. ottloo - partl&llT 

::.28 

d8ollahe4. ..,ai~t 4aet:ft7M -.I - ot \be operawn ldlle4 ~ '.. 

.., .... 
Y"tU'41ir Prat-r !. C. L1a ot Political leia>ee la ~ Aaeocl&te4 

1ll>inn1v bare aa\M! ... 4a .. , loM tor a 1arc- _, ot belp troa 

aorica 4ar1ac ~ ..r at at t1oe ~ ta)le w ~' lotr uda-. la 

luhtl:lc ca a tair ~. - 1a -.podtlGa te poaaillle p..,...al.a tftl8 

oU..r t1o1rt pown. • 
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-1-
r 

1'1C> :JMZWU7 9. 19.}9 

hlUlc: ~d.,..ata h Ilea 11814- ,...naee for Cld.a, a.,l'tallT 

a a. •'--' h !lb1ott. Ul«7 alcllt atfoet bfn '>ba ~ :Par llutom ta.nq 

~.U. aniclee froa \lao to Uao aa4 h a nc:•t h.,.. there II'P&are to 

~ a ratl!ar &004 111.1'YeJ of the eu-u.. 'Bie article -clalle4 \bat al

~ litera ie eoae coll-'<>nUoa with u.. r., •• tile 11-•• _, 111aa 

JCF fne4, Dr. llobe r t L. Ped.letoa, loll llc1•Uat, aow with tile 

£ • pn..-t, aa4 a .&aericaa who ae f-rlJ h the l'hlllpplaaa u4 

:u teo J&are oa aoll llun'&J worlt h Ch1aa wUh tile CIUa••• laticnaal Ooo

bcioal lla.neJ !laa wrlttoD tolll'IC of -or .. re 1...-- aporta ~l"fM 

b U. s,__.. ~tot Acrleul"'". 1a a leUer 4ato4 Aapat 111, 1931 

!:It !:a.a &lao wrlttoD u f ollowe t 

... \1lrallJ I M YerJ -.:h hhreato4 1a lJipartlal wor4 

boa CblA&, a4 JOIU"a ae aoet un.riJIC, part1CIIlarlJ llooaue 

.,n of the pu.blhho4 nen llare 1e troa ~1. --

"!bere h a t.portant padr: trail tr. tile n-e llor4er, 

tbn \be Sbaa 11\atee, to l'tu~Aat~l, ~ ~...,._.. - 25 

~ ha tba ea4 of tho ~_,. oa tile li&Me• llor"Ur, to 

zaUhMI. 1a Y!luaat'ol. !here are ..Sl to lie •err el.pltlcat 

~·~to h lliP'tllll7 oa4 ra1l'tllll7 _.trnCUoa •rlh til tid• 

rectoa to 001meot :au- with T n, ., tile .. taUa I_, 

1o&no llare. • 

It 11ou ~ to .. u..t 1t I .a tile trip w ...,_ 1t alctlt be 

..Ute retua Y1a llaa l.a or4or to -rtala a7 auuelc el.pltl-
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..... ~,. lffl 

of ~ ... 111!~ \Mft w .. ~ d-tea.. 1\ -u alee ... 

a .,Uc:l<er wa7 \0 ~ ~ fer U. \.t.. .... , 1a ~ 

!30 

Regraded Unclassified



::.31 

,, •• r I 

lv ,.. 'eC••"• 

a. tilt ,.. __ .. U• ~.._.,.a. 'el.l!r• lr., Ant-. ca..n1 

lii!C-Mo~l el tilt til -~ ~ ... ritll ti
lt __ .., __ ~ WSUtw 

_..,._.I...,. I. o•c'•..u•J.•,Ir., a,..tal ~ "'-. ca..n1 

Co '• .. tilt tn.ew) '• ...,._uuw • tilt t........, •u.-1 

h I • ~U.tM \o tUl tilt ftaMIJ' • II f 'r tilt ._~ ~ ·-· 

ou,..... 

llr, Ott U 0 ·~ l.ae' .-r, ... -~ Mllro OU~·· 

' H.., 1a 1\lca tl~ tilt .,...- et tilt o-s--. _. u • 

~ w ...... - 1a tilt '-~ "" .,.,. .. u. _. ..,._. 11r. ou~ 

- ..... - tilt c-1, ... 

._, .ll6llftl. Clari•Uaa I, PIIF'• wU1 -"-• u al..._ .. , 

• a\...,.~ .. u. o..u-. 1a t11t .... • .r •· o•c u, 

(Sig»ed) 1t ll~thau.Jr. 
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F'EB 8 · 1939 

.., ... llr • ._...,_ 

Je111s•' Jo O''CICI-.:'U'>.t Jr., 

.. ¢el d """' .. \lilt 
0 

N Cl'-•llllll fll ... fl!J .. -~, 

a·111:~t""lll'a.• • \lilt r,., ...... -~••tt• tna • tt:--ao,. .._ 
,anse\ - \lilt ~~· ... , _., leu-1 I 1 ...... t-. .. 

a.u * --. _ _. -., • -.a fll ou__.,. 
._.. ,, '-1 •ut~· l. P : '• IILU -..aa-. 

- el ............ , ... se\- .. ~-- la ... 

•-• fill...,. I. 0°'1iC-•'1l'Lt• lr. 

(S!p!!d) 8 ll"Rt'll~b.ao.. Jr. 

, u? ar 

... ~.- ....... . 
? .... ·~ 
, u ~ •u.-1 '' «· .-.-' 1 al ,.... 0 1,... 
%" 7 .... 0 
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February 9, 19:19 

'i'odaY, a fter thinki ng it over, the Secretary 
decided not to send a statement to the press answering 
fat:~r Coughlin, but t o prepare a personal letter to 
?a:~.er Cou: hl1:'l correcting the missta tement a made in 
.~s &~eec~ , the idea being that if he continues to make 
: :-.eae ::lsstate:Jents it strengthens our case in the 
f'J:::re ~or a llbel suit . 

• 

: 33 
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feb'N&J'1 9, 19:59 

~ P• il· 

Present: 

Mr. Hanes 
Mr. Gibbons 
Mr. Gaston 
Dr. 11b1te 
Mr. f oleJ 

IOI.Jr: All I would 11~ h: 

•My dear f ather Coughlin: 

I wish to bring the following 
facts to JOur attention. 

1. My only ooitaot with Mr. 
Maxim LitT1noff, foreign Minister 
of the u.s.s.R., wu during h1s 
Yisit to Washing ton in 19331 Since 
that time I ha'f'e not seen Mr. L1t
Yinoff nor ha'f'e I had anJ oommunioa
t1one with h1m, direotpr ind1reot. 

2. f or Jour additional informa
tion, Mr. Edward K. FoleJ 111 Aot1ng 
Genera1 Counsel and one of h1s four 
aee1stants if Mr. Bernard Bernstein • 
Nobody connected with the Genera1 
Coun.eel ' e Office hall an:ytb1ng to do 
w1 th the -.nageeent of the Stabiliza-
tion Fund. 

I a1noerelJ hope that in making 
future rad1o addressee JOU wi1l keep 
the abo'f'e faots in aind· 

Yours trul J, • 

Dr. White: I would 11ke to baTe another try at 
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IDI,Jr; Iou ~•Uo• ha'" bll4 three hours at this 

Dr. 'lh1tt; Wt w1..ll. tr:r again. 

lllf.Jr; It ..... to • that the thing 1a eo a111Pl•· 

I nnt t o .Ue a cUreot .Uw•e11t. Jlr, llurs>bT, wbo ka-. 

bia, ea1d 'Don't ecl1toJ"1Ulst. Just gin h1• tbt 1'aota.• 

llr. Oaatop: It GaD .,_ haMltd 111 a atrai&ht ~aotaal. 

..,. I woUld pre~er the wa7 Bar!7 started -- with hie 

.Ua obarge t hat :rou are ,.,.,,lng th1e Stablllu.Uoa l'wl4 

lD the interest o~ 1l1tti'D&tloual. bankers and aot the lJal'-4 

Statu and then I would t.ake tht ot h er pointe aDd tell. h1a 

thoee art DOt true. 

llr, llant•; Woul.d lt aern the PllJ'POSe to wrltt 

Jour letter and 1l1ol.oae a cop;r of ;rour l.eUer to Lodgel 

1 don't t hlnlt ao . 

Jlr, Gibb9na: 'fbat aDd t he letter t o Bob Rt;rD01da 

Juat t aota. 

Dr. 'lh1te: ~ cl1ffereot lllpllcat1ona. !wo 

1Jipl1catl one t here. Be ta14 Jlr, Bernat eln wae 1o oha.rge. 

l oll a~ llr. 8erDSte1o la oot 111 charge. B;r that lllplloa

t 1oa 70u as- that 1~ Jlr. Bernah1D wtre 1D ~ U 

wol.ll.d be Ye r;r bad. (b) You eq ;rou dld not -t Jlla. 

LitTlDoff, .&p'o, b7 ,..,,oatloA, lf :ro u dld 70U wr. 

1\111'1 of t he enUre IIOU'l.tt thrt&d that rune thr~ that 

epeeoh, aDd to ltaft u Clll Ulat baala woul.d gln h1a .are 

·-'"' '1oD. 

Jlr, HeM•; Bt baa &"Ot t o get 110re a.-ul!Uoa. 

llr. Gibb9M: 1 t.h1K :rou are •rel.;r 4eft71JIS !1.1e 

etatu e at. 

llr Banu: 11bat - be aa:r, otber than to tell 

another lie, at 11h.1oh ~ ;raa caa refute U with facte. 

~· ~; Dlnot ttate•nt. Iuuelldo ~t 
the •hoe ap Ulat tba a.oretar:r la opereU• that hll4 

1n t he lotereat o~ 1.att~t10D&l. Jewr7 aDd 1ateJ"Mtloaal. 

bamere. 

• 'lS _.,. 
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Jlr, !epU•: Here 11 a ttate•nt g1Yen to tbe 

s.nau ot u~e=uted St.atet whloh ct.ol.aret the tact 

1t hat been operated aooordlng to law and tor the ~-

1t1ed PUl"PPM t or which U wu &talgned, A tactllal 

anner, aD4 aot naort to the - k1Dd of tact• tb&t 

be hal reeorted t o . I would keep U on that 1...-.J., 

I remeaber Ule U• General .Johneon bad a fi«bt w:lth 

Hue:r Long aDd Fa ther Coughlin attached thea both. Bllt 

fighting a lkmlk, General .Jobna.on loat h1a battle. 

llr. Gibbglla: You can't get into a controftl'l;r, 

J!r, Benet: I read t h e atate~~ent and 1t 1 a • 

Ule )11Dd of atate-nt that ao hvun being with &:117 pr1Jt-

c1ple whataoenr would 1awe. ~nter into a d1acue-

a1on t hat J'CN ID"' go1Dg to get lloked onf 

Dr. White: !ben wb:f do &n7th1ngf 

Jllr, HaDea: ~o keep the record e tre.lght. 

llr. Gaaton: I th1nk ;rou can write a letter or 

deal w1 til the geDeral charge that \be Secret&.r7 -..ned 

tbe tund 1.n the intereat of t ore1gnere - ·~· it 

moll;r I.IDtrae, I aa 1noloa1ng cop)' ot atate•nt I 

wrote to Senator Lodge. (2) You atate that I •t 

with L1trtnott aD4 others 1n Par1• • •• • and then go oa 

aDd atate tbe facta - "I I».Ye not seen llr. L1t'rlnott• 

aDd eo on. 

llr. ReD!!: I aa tra.n1t t o sa)' that Wlle11 :rou. 
llllke e o!lll! sort of - -.-r he would sa)' "I aade tbeee 

atateaenta aDd be did DOt oo• back. • 

a . 
Bll • .Jr: YCN three peoPle take another crack at 

oOo-oOo 

• 
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• .,:.->.::'! r:! u.e:~t l.al falsity ah<nld , I tb,1,oi , be called to :tour attention 

1 . a! vt.rl ous poi nts i n )'Our ftdtre .. , as reported to tte , )'OU at.\ted &nd 

•. :!•! !..l!t : &."! op.rat1-,c t~a atabi !U&~1co !'U:ld, not 1:'1 the 1nt6reats oft~ !leopio 

· : !.-- !!~ S!a.ea o:- !or ~~ VJr:)Oae !o:- •'Uch it - • eat eblhhed b:t acto! 

• ~E- ! '-r :rro.rdo or il:!per1al1s::~ ~· is eccple tely U.'ltrue . I 6tl e-eloc1"4 

O':'l t-· e subject o! e::.e t&!:!ll2t io ... fUnd 

' .. : .. :-..: ! :~or :ati o ... a copy o! a let!e:~~cll : ~~ wrltte"'l: to Se~tor !!e~ 

: ... :: : :!-., , : -: .. !• r;f'l)O~al!' to a.~ 1-q--i:-;- ~:c: b ' ""'• 

p·:r ad• :-eos )'Ou re!:e~ to a ... e tl.:lg which )'Ou said t ook :;>lace i n 

: -!t :- : , t e-.,ber o! 1938 . I! I MTe a come~ r e!)ort o! what you ar.id, :fOU 

- ·-·--'' --.... -· . ' 

-· -.t ::o a.,.,. co. cn'\1cat1o:- , !ire-! o: 1-d.irect, with h.1a ahee thAt tU:e . 

• --: !- -n.-ce at t!:.e tiol: yo::. a:.a!« t ..._.., .. :zet1-.; ":J AI hel4. 

~- •• ·~ <!&!ed tMt ,• ao 1t h repor....S ,• l!r. """ :Str'lard ller'latein h 

- : • i'"l. t b.e ca'"'..acaoe'!lt ot t 'he ~t.abll.U.atlon f\J.."ld . l!r . "'Ctenatei:s. ia o""'l.e o! 

~ • .: .. .a~tt::.oo:t~ .,e-.,eral :01r1s~l i r:. ;.}:;e ~...l7 Dep&rtent , all of whto wor~ 

~ -• e:-Dl d1rec:t1o:> o! !.:::-. !d..K :!.. 7ole7,it·; Acti"' Ge'ler.U Counael . 

!•- ._ ;-<.. r-->~ tl o •ale ~ 1.- ._..., , 

- - .':i ;; to do wit" tte .,.-.~ct or t!>e s l6..b1l1zat1on tund • 

• -- ~o~ atto!UJ)t ll>g to ~t!l'i~t~ ,.~1 1~""euracles a-:d !alo1t1u both 

t a-d b!ere:~e e 1n To:J.r eo!freaa. I D&r&l7 wioh t o &TOld ••e:>1nc to c h e 

aile!! .. ..oe! 1 *b··e' nm rAy1 s'rz pen 'hr' th t I b e 

! !, :::0 br 
ct ate 

•••• a d nat Sl.neerel:t , 

• 
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THit SltCIUTARV 01' THE TREASURY 

WAaMIHOTON 

JCr dear lather CougbHn: 

I l eart*l t'rOOI tile _.p&pers tb&t 7 ou:r redio addreas ot 

lut Sun<!a7 oonta.1ne4 deroptoz)' refwences to ... !ccordincl7, 

I obtainad a tre.oaerlpt or 70ur addreu. On ...,ortMtion or the 

transcript I rOW>d st.ateMnta 11h1cb are sro••l.T inacCUNte. I u 

talcin& thia opportuoiv or MkiDC the trua racta aftil.able to 

you so that 70u ~ carrect 7our atatements. 

1. You aai.d that I u operatin& tbe Stabllisation lUnd, 

!lOt 1D the 1ntereat ot the people ot tha llD1 ted Sta tea, but • rar 

the beaefi t or the Bri t1sh and hench i::terna tional bankers •• 

I rtah to inrora :rou that the P'Und has beeD •!lloTed excluaiftl.T 

!or the purpose or •stebililinC the exclwnce -.alue or the dollar• 

1D aeticuloua accord with the letter and spirit or the Gold Raserw 

Act or 19)4. !be P'Und has baeD •JiloTed s olel.T tlr the purpose 

of conetary stebilisatioa. 1be P'Und has DOt been •p107ed rar U/1 

other pc:rpose and it has DOt been operated in 8:tfT wq, directl;r ar 

iMirectJ;r , for UJT other object. 

2. You rererre4 to a -tin& ar coot~ 11h1ob 1fAl ea1d. 

took place in Pari.e in s.pt.aber, 19)8. U I understand 1fAl cor

rect.J;r, 70U asserted that I wu present at that -tine and that 

otbera preaent included Jlr. lla1ll utnnort, the ~·t liDs•' .. 

::38 
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Foreign ltiniater . I did DOt attend ~ ach •eU.Qc, ei~ at that 

tiJie and place, or at ~ other U.. aDd place. I di4 DOt - Jlr. 

L1t'r1Doff 1llwl I waa abroad lut .-r, DOr ban I had aqr C._'Di

cat.ion rl th h1.e, direct or iDdirect, aillce be ..., 1.n l'uh1.QctoA 1.n 

19.33 on an official aiMion. 

3 . You said that ;rou bad been i.nt~ed that 11r. Ber1lard 

Bernstein is rq aaeistant in the -g•ent ot the St.abUiation Flmd. 

Wr. Bernard Bernstein i a one ot tour aaaie-te.Dta poeral COUJIHl 1.n 

tbe Treaaur;r Department who operate under tbe diract.1oa ot tba J.ct

in8 General Counsel, llr. Jll:lward B. Pol.,., :Sr. lo one 1n the General 

Counael'a office baa 8JITth1n& whataoe'rv to do with the Stab1l1at1on 

FUnd. 

Reverend Charles ! . CouebHn, 

Shrine ot tha Little Plower, 

l!oJal Oak. ilich1gaa. 

SiDCerelT, 

Secreter7· 

• 
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Vi :1 bd.iat that. 110 t.r M ~ ~ Ntleet d1UI'Eidit. 

~ A • 

opo~~ .., .nd vpon .., ~ ot 0111tect St.atee ;ouw \ ~ ta., 

CQlbt not tD ro ancball...,..t, 

Tbey parUcv.l.arlT call • at.t .. u.on t.o u. talloor1Ds pu ....... 

'A\~ tba eart.a1n "'--• It. 1a now Septalllar, 19)8, *'• 

Jcrpntllan, _,. 'llit.h .fasV' nr; tba atabU1MUca hnd t.o no £00C1 ~ 

l1llt.l C!lrlatiul Balllt.t., who, by \be _,., 1a halt Cllriatian mel halt 

Jft1 lii<I!WiM t1JIOk it -s..nt t.o be 1A Jftnce, M the .,t opJM1 

.. tilrl h1A ~ ., ~ PNN dUpatch claec!r1billl LitrtDctt•a 
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~ Bl...-,, u. ~ ... ot ,...,_, •ntar• tba lt.llce traa t.be lot\ w1Ac, 

1114 ~ JoiM in -rw-. Leon Bl,., by tba _., ""'- otr

nac. na. ~ally 1a ~ 7!a -r- piC C II ta, ~ 

~. Jr., rr. - ot u. -t. ~inl;r ~ J..uh t•11111, 

LitTi!>oft, u. -u a.- bel* Nbbei JDd ~ ot JI'Onitrl Atta1ft 

tm-. Red ~la, Oowtw•let.in, a11M Leon Bla, ""'- bocb an Wliiilft 

\be biJt ._ 1lld.c:ib advoeat.J -1 pi I niV wtrM of U. 'bolide~ 

~. and .,,,_ ~ llllllitt., ... d f/1 .... ..., '· t .. 

r.,_. ..u. ot Jala ..... _.s..•• ..-~ oc-..s.•n, .,.... ..,.. 
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1: ll-et".er ,ot ~t 1" hlo adl!.rne hU:er Cou&'>l b rnealad that •u 11 reported• 

: ·.o: '::! u ~ttll"t 1:. the 2"VI&Clent of the etabillzatlo"' tu::d is l!r. :U"'..&l"d 

;•r-•t•b. a.· auer~io-. t hat appeared t o him t o ha•• IOl:ll! lil"'1f1e.,.,e . !!!'.at 

.:1:cc·t •l •o i a W"true . ':'he facts re;!ardi"C Ur. :Sernetein' • emplor.:oe::~ 1n the 

~-:.'7 :t.Lr:- e" t a.re r evealed L., the attached exeba.r,.e o! l etter • rl t.h 

:.:s::: : y-oUa of ort1: Carolina. 

:uu . : :rt : . .at I ::.a· e cae:~~io'ted are o! no particular i=;>ort.a::ce , ~ by 

:_c_rt.l~es: -.. ~ !~.er ue byorta!'lt in thl:: re.pec t. t".at t!:.ey relate t~ ca~:r• 

.:o-u:y c ~ t~.e J:ll'.:l wbo pvea ut t erance to t h em. They illustrat e the Z z !l a 

a:i::alt 1:~espo• oibil1 ty a•d the r eeldeaa dhre",IU'd of o::-ti"A-'7 stall&>~• o! 

::-::!:. •·' b·· r with which tbh :;:ro!)e.61l• dhh da,.elop: hla attack o:. our 

..,.,_- -: :L"~ 1ta pol1ei ea . 

:"o.<:t &r< other ! alaehooda t hat are aore to be co:IA!c:::ed s!.:oee t :U7 !eel 
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PreMnt: 

Dr. Wh.Ue 
Jbo. ~ 
Jbo. Gi "bona 
Jbo. rca.,. 

!:!£: (ReadJng aUacbt« d%'a.1't of letter to 
Father C ~Hn ) 

I tbJ.Dk that' a all. riP'· be:r7 t~ I taq 
M! aJl7th1Jig to CloD wJ. th t.be 41otator t1J)e I h.U aJIIl 

bU huod .. ll I -a Oll the 1"1Cht ddeo f b&Ye -r 

eaffered. I th111k I w1l.l. oa.ll FraK au,117 aJIIl Me 

tlbat he thtn):a of u. 

!)r. ~te: m.t J'CMl are talk1 ng to the &ttorM:r 

Gena~. :r- Jll.Pt U.O get hla react1oa to .tletba' be 

t:nllka J'CMl Cllllgbl to eeD4 Ulat le~ 01' MD4 - l.ttttl". 

IDl • .lr: Of 001D"M 0 be baa croaee4 the bl'1c!p. 

Be 
1
k:Don h1a better u.a &1117bo4:r· Be a.o'a I ahnuld 

Wl'l.te u . 
(1Dl0.lr oall.t4 the l.ttol'lle:r OeDe~ aDd read the 

drL"'t oqr ~ pboDe to h1a. ) 

•D.ar sa:• 

•Ob! S'-" lt ~ rat tar•. 

~t'a what I waBt J'Olll' drtet Gil-• 

~€0 

~ adllreea of ~' ., .... :r. re~ 5. ooatetpe4 

atat ta ..tao.. 1 w:r u4 eaaeatlal. faleJ.t:r 

MmJcJ. I tM*• bt •11!4 to .,_r aneaUoe 1.D 

oZ'\Ser that :r-~ b&Ye - opporCIUll t:r to ool"''eot 

tbaa.• 

('ftw I11Ntaz'7 :read tba ltttfr thtv;cb to tile 

Attol'lle;r O.aeral.. ) 

Regraded Unclassified
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._O!Ud JOU like to eee tble &114 ba" 1t 1ll 7our 

~ Oftr at the botelt Sure. lhere &. ... 7oal 

k:l , ! <Ud -.nt l t tonight, but 1t1 e .re 1.11poPtclt 

o~ .JCO eee lt. !ell JOU what I will do. I w1ll let 

:L! f ol,eJ b:r~ng 1t onr. I hate to bother 7oa, bat I 

~ J o"2 d on ' t feel quite ooafortable about lt. Well, 

.:;. J u U")'1ng to do 1e tble: I don ' t want &JI7 tm.at, 

:Ill :! ~o want to l ay down the legal fouui&tlon 1ll caae 

• ~~ n..nt t o eue f or llbel. I w1ll han Ed P'ol e7 

.:alii! =-· g;t onr . I am eYer e o -ch o~ed. • 

(~ oonYersatlon with t h e Attorney Gena.-.1 .ae 

x:ri ... .. ~ - abaTe. ) 

:m,Jr: He questioned the f1rat een teoce . !be 
:ou~ ~ 1 t 1a all r~ht. ADd the ealutat1oa, be !l&id 

s.:cal~ ~ "l(J dear Father CoughlJ.n. Otbel'ldae U would 

t ot -~hreepecttul. Be sud Woodrow ft.iloll d1d 1 t aDd got 

~-':c ~=-- trouble. !be flret sentence - tbe rest of 

l ~ ~~ all l"igbt. !here 1e a threat tbere '1.! 7ou don ' t 

t rlll ' • Ee eaJ.d 1f JOU (P'oleJ) br1.ng U r<..gb:t OTer. 

tu ~.:...=e:r w1ll waJ.t . 

!lr. ! olu : It th1e 1a all rlght, Illes ~ceJ 

~ ::.:>t waJ.t . I can haTe it tJPed up 1n SJ o ff1ee; 

7~ = sign 1t and I will aail 1t. 

~· Gibb9na: Suppose he aaye be DeT" r got it, 1f 

n '1&c t =-egiatered. 

, "1 _.., 

5li,Jr: What I can do 11 haTe one o f '1CT _.eengere .. • 

!= ~t etarted. I can call Lleut. ~ t o waJ.t at Jour 

;~"1.:>8 or eo•~ alee or a Secret Seror1ee ~ wbo will 

=--~ 'tbe l etter to -:r houee, take 1t and ~at.er 1t. 

~ 1011 aend two oop1u, one r~1etered and ODe aJ.r aa1ll 

l w1ll ban KcXa:t or a Seore,.; SerY1c e 8&11 at J Our 

~ ~~e. He w1ll b ring 1t to -:r hol1ae. I rlll a.1.gn 1t 

c.! !:.e w1ll take 1 t to the post office and re;;uter 1t • 

I 'th11lk 1t1 a a ewell letter. ADd aa Jtr, ~h7 

~ l!IOre, after he 1e through, whetber he t b"'k• " ought 

't; ~ 1t. 

!r. P'o1u: Right! 

Bll • .Zr: ADd tell h.1a that what w baTe 1.D a1.Dd 1e 
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~he po .. 1b11U7 ln oaae be keepa t!Ua t!d.q -.p. tbe 
pott1b111t7 of a ault. 

(HK.Jr at thla polnt &eked tbe apeN~r to tall 
s.oret Serrtoe that he wanted a .an a-n •ble 1Jl .. . 
f ole7' • office at 5:30 wbo ,.. to walt there aD4 .. . 
f oleY would g1Te hla hla 1Jlatract1one. 

oOo-oOo 
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- 'i If l)1 - Il l) tA/-

TM~ sEcluTAJtY oF TM~ T2/.~V ]7 
WAe HI M.TON 

! cr..:- radio addreaa ot l a. t ~, ,_bruary s, e<>nt&ined 

•ut=e:ou wnoae ina.eoun cy and enential ! a bity anould, 1 ttW:Uc , 

:,., ~!ed. t.o your at tention 'n tn· t J Z -? brn ·n ··'=-
- an' t;p ty soz !Wet , 

1. A.'t. Tarioua pobta in your addreas . aa reported to • • 

;tcu stated aDd ~lied tAat I am operatin.; t1>e atabllin tian tlmd, 

~ot '"' ~ !..:>taruto ot t he people ot tile Unl. ted States or t or t » 

7-:r-u tor 1ril1c n i t -.a eatabllsrutcl by aot ot CC11b""U • but •tor 

'""' benetit or tAe Brltian &Del PrellO!O intar:>&tional banara .. 0 

""a? tLe r~a ot bperiali&a. • Thit h ec:cple tel;r Wltl'lle. I 

s:o <mdosi"'-6 tor you.r into.._ticm a copy o: a l ettar "" tJ>. aab

jo~~ of '"'" atabilhation i'uncl , wbioh I naw written to Sena.tor 

::<>:u-,.· Ca!>ot Loc!&e • J r., in ""'po!>ae to 1111 i.l>qlll r;r tro:> Ilia. 

2. lJ1 z"'Ul' a.ddreu you r eferred to a ...... tiJ>,; 'Ohl.oh you 

nt! ~oak plaoe l.J1 Pu-18 in Se pteabor or 1938. U I nan a cor

n~ re;>:>rt or -.at you a aid, you assorted tn&t o tn.er: at tn.e 

::.uti:!& ...... J.labaaaador Bullitt, l.Aoc Bl""' &Del Lit-rlno!t, Foreip> 

IU:ua~r of tn.e lblaalan :;OYiet gonrmoent. I did DOt a tta:ui a:q 

such :>oeti.:lb and la>ow of no auoh aet~. Tne only occa olon on 

T-t:.on I eTOtr au UtTi!lot! wu ltlen .ae was i n be United States on 

= ot~icial :dnicm in l9:S:S , I nave !wl no caznmlca tio:> , direot 

or 1-,..• ,...ot, Wit:> h1a alnce tnat t~. I -.. not in France at tn.e 

:!.=M ;tou atata thia =-•tin;; -.a .od d. 

3, You atated tnat , • eo it is reported, " llr. Ber:>&rcl 

=·~ .... !..:> i s ::;,· u eistant !..:> tLle ,...,., ..... ttt or ~!>It otabill&atton 

i'.J:>IL. llr. 'Se r:a1:ein is one or rour v aiatant Uetlllral Couz>a• l in 

t:1e ~ Depart::oomt, all of -. .. wo r:C UDder tAe ,;eoe"l 41• 

""e'<ica of llr. ~ ii. Fol ey , Jr., Actin;; Gr.wn l C<N!ltal. lo 

c:>e !..:> - :;.,era} Caunt el'. ortioe h&a anytllint. to do w1 til t» 

::>o.::~ae.-.oe:t o r tn.e atel>iUaat i an t'w>cl . 

I a:o nct att.t, t .in;; to deal opeo1!1call7 Witn all ot tM 

:an,y i:l&- .ll'&Ciu and. !aloiti aa botA or ota-t aDd W e r=ce 

u ycur addreu. I •rely wl on to aTOid •-t.D.; to p n usent to 

t:1e:o. 'lrJ • ilenoe, 

~re:>cl c ..... l•• E. Cou&hll=>• 

S=t:. or tn.e U t tle Fl-r, 

Royal Oak, KiOAipn. 
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: I' 
I ... ~_..._,_ '""", 

l • .Lt var1owo pol.llta 1D ,-.....r ~. aa npaa~ ~ -. 

:rou atate4 end 1apliect taat 1 - .,... ... u ,..; t.M ot:a.b~n= :!'~:X. 

aot in t he 1Ate,..ote or U. peopie o r - tJIIiW S~t.e ar !~ t» 

purpoae tor Wbio.h it -... ~llabeoi !>)' acto~ c....,._, llr. ~ 

t ne benetit or tne Brithh &DOl ; ......a t:.te.-tiaa&l be= a t.; 

reap tne ..-rio or i:>periall - .• ! 11.1• u cca;>la-tel;r ~ 

m enc l olin6 tor yot.~r in!ort~~a~1a. a Cf¥?1 o~ a l et-,_ar aa. dta a.).

joot or t h<l ot&b111aati- time! , wb~o.b :; ..... wrl~ ... ! ~ 

lionry Ca bot Lod ~, Jr., iA r.Upc1016e ~ ., ia.quir7 t1'0a !:.bL. 

z. x... :·o"" add"'" fO" ... r.rrec~ .., a =-·~ ~= 'f:E 

oa1d took place in Faria iA ~r or 19~3. U t :>a'a • ocr

root report or 'lllhat y<N oaid . '101Q aaaerted Ut&< o !:l>otn a.; =:. 

=••tint ...... .t.Abaaaador !!ullln. ~ u- &Dd u~. ~ 

l.U.cl.oto r ot the lb&Ni m Sorlot t;ftO..-T.• I liH ~ •=- .._,. 
ouch IIIO&tl.nf; c d lr::n.,.. of "o IQC!o -·~· be cc.l.f ..c= rl• -

llhloll I ..,. ..... Utrlllotr -.. wee 0. -.. 1.: t:::.o ~...1 ... ~ -

an ottioi al :~lui"" 1.: 19~3. 1 !aft ta4 ::c c-...::.1~ ~ 

or l.:>di.root. witll !Ua a1Aoe tll&t u-. I aa :10t b ~ at -

1;!J::oo y <N atate tllla -tJ..ag -... ~14. 

s. You at at.d tbat . •ao it h roportej.· ll:r. Je:::::aft 

llernateift 1o q uaiatct ~ t» -.:o.a.,. .. -=t oL tl>ll .-... ~,1~

!\md. J.!r. Bern.teb 1a Oft8 or r.r u a1.-t ~ -=~ ta 

tho i .-aurJ Departa.ct. all o r - wn: =Mr U. &&'~"~ a 

roctlon or Mr. z.ta.rd il. rol..,.. Jr •• .Lot~ ~ =--· k 

one in the OoJ>IT&l e-n•l'a etn• !la.o ~ t.o <l.o od-.:1. 

-.n&&a,..nt or tJ>e atobi l U.ti• r-ot. 

I uo 110t •"-:>tiA& to -.1 op • U'1-.ll;f wl~ .:1 ~:! -=
-.ny !ne-..zoaciu -= talalti .. bot& or ~~ ... 1.1.. .... 

in your ou!drou. 1 aanl:; 'll!.aa ';o aTOid 1
•' t:. c.- _.s w 

ttwm bf .u-... 
Rlonrond ChiLrlaa 1 . C,._.,u •• 

l:hrb e ot- Little n-. 
Royal Oe.k , lliohipD• 

S 1J:oore~. 
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.-
165 

'!ILla ....... till .. . . , - u ... h~ 

'117 llr. hl<o7 1:0 .. M 1 o..ral at 4 :16 

!/, ••• 

( 

• 
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...... in 

, ,..s _., 

r- ...u. "naa ol lo&ft 1 ' 7• ~ a. --.u.. ..,..,. .. 

---- 1 M ... 7 ... -*'1al hla1~ *='•• J ~ M MlW 

to '!WI -~- ill or6ar _.., ,... -:t -- - Ill ta.oi~ to _..tat -
1 . .a.t ftrlou. po1Ato 1 11 .,.,..r ~ • .. ,.,. w to -· ,... 

otoW' &.! 1.uplle4 t.bat I • .,...~ \M otull.l-'1- ,...._ .- u 

- I.Jrtaru\o ot \M paeplo ot \M ihdta4 Ita- w tw tM pw j 1 lw 

aioll 1\ - Mtabl1..-. -,. a.t ot ~. loft •tar tM "-1'1\ at U. 

Jrith:i .....s,., •• llltena\1~ ~ ..... ,..,.--~ oll.op .. 

lalla.• tuA 10 MIIIP1••1.7 - --· I - aoloclB& fW ,._r lllt-*1-

a wvr ot a latter - \» ahj a.t ot \» ataldllati- r..t. '*1* J •

wi- ta laator !llaq cu-t ~. Jr •• la n~ to aa U.lr:r 

tr. !:ia. 

: . J:a ) • ...,. a44 ruo ~ rat...,... to a - ti:>.& 11\doll 7a1 aal4 took 

pla.a C. !'arlo la loipQ )e,. ol l iMo U I llan a -awt ~ ol -.t 

,_ eau. ~ -rt>M _.., OU.ro at tao ~ -" •+s • lolll"• 
'- Ilia_. l.ltw1Aot'l0 r ... l CILL 111alotor o t tAe laaolaa &arilo\ ' " u .. 

-.. I 414 De\ a"-4 ea:t aacll ...-t~ aa4 - ot eo _. a, . 
n. ~ OCOM<1• oo 1ihlea I •-r - 1.1""-ff -. .._ • - 1a -. 

b1'-'l S\&tu •- o!'t1o1al 111ao1• u 1~. I llaft W- 1 M 

u-. ~or '"' ..t. w1U hla &1.- taat "-• I - :o..t la ,__ 

at tt.o tl• ,_ nato tllll.• ~ - lieU. 

s. r - n.w '-'• ·-it 11 ropwto4.· Ill' • ...._... ...-wa 
lo Wf1 aalo'-t la t)e 0 t ot tM atum-u-~ llr. ~ 

laar..ia ia - at ,_,. Aaes.-.. oa.era1 c:-1 u tao L PH7 _. 

Jllll"-a\0 all ot ._ ~ _._. tM ..-ra1 tirwti• ot Jlr. _,. L 

PolaJo h •• A.aUac 1 1ral C_.Ml. lo - ill tao a--1 C J•a 

otne 11M ~ to 4o wl~ - t ol U. ataliii.U..U• ,.... 

I • .-·~ to t-.1 a,..uta117 wt.a all ol - ...,. 

~lao _. lalaitioo ....,.. ot oW t aa4 1111W la -r- o6-

u-. I ....al7 w1all to a..U ••1 to p w u td to ~ -,. al,_. 

•ow &I Qarl.M L Ce-&1'1 '•• 
lltr1.- ot \M 1.1\Ue n-. 
la)a1 OM. ....... 

la-17 • 

..... ..,. at \Ita '" "''• 
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THE SECRETARY OF" THE TREASURY 

WAaHIHOTOH 

r.~ 
I 

• Your radio addreu of laat Swlday, Pe'bril&ry 5, ooota1ne4 atate-

::oellta- wbouJi!llloouraoy aDd uaeatial tala itJI,ahould, be oalled 

:~ur afuntion,./ln order tll&t you M3 laTe an opportlln1t7 to oorreot 

1, .A.t Tarioua poin te in your addreu, aa r epai"Ud to m, you 

at&ted and implied tll&t I - operating tile atabill&ation tund, not in 

~ " 8 ..!.u 

. '"'" inte~ata or tile people ot tlle Ulll.ted Statea or tor t1oo purpoee tor 

w!Uch it was e atabliabed by aot ot Congnoaa , bat •tor tne benefit of t• 

Brltisn and Frenob internati onal bankera Wbo re.p tile rewarda ot iaper

i all s:a. • Tnia 11 oocq>letely untrl>e. I .,. ancloaiJl6 tor your into.-tioa 

a copy of a letter on thO aubjeot of tbll atabilhation tund, 11hl.CA I DaTI 

Yritten to Sell& tor Henry Cabot Lodge, Jr. , in reapoaN to an incpiry 

tr<a Ida. 

2 , In your addreaa you referred to a -etl..ng wh1oll you aaid toolc 

plaoe ln Parla in Septoolber of 19~. It I II&Te a oorreot report of what 

you aaid, you aaaerted tllat othOra a t tne meetJ.n& - re Allb&aaador Bullitt, 

t.on Blua and L1tT1not't, Foreipl lliniater of the I!Daalan Sortat t;OYern

:>ent, I did not attend any auc>n :oeat1ng aDd i:nCIIf of no auoll -tin&. 

! 1>1 only oooaaion on wtrloh I eYir aaw L1trtnott - • 11hen be - • in tile 

'Oilited Statea em liD ot tloW aiaaion in 19:5:5 , I laYI lad no o...mloa• 

t ion, direot or indlreot, witll Ilia ainoe tD&t tlaa . I waa not in Franca 

at tne time you atah thh mee ting -• ba ld. 

s. You stated tllllt, •ao it ia reported, • llr. Ben~&rd Bernatein 

h "'Y auistant in the IIAl'lag• ant ot thO atabiliaation tun4. llr. 

Bar:utein 1a one ot tour ual.atant Ge...ral coun.aal in tne Treuury De· 

pa.rt,:,.,nt, all of whca work: under t he ~ral direotion ot llr. 34ftrd H, 

!'olay , Jr., .&.oting General Counaal, Jio one in t1oo General Counael•a 

ottioe D&a anythinjl to do with the ~t ot tile atabilhaticm tund . 

I a:o not att.pting to deal apeoltioally wit!> all ot the UZJ;f 

i:>accuraolea and talaitiu both of ata-.ot aDd intlt......,. in your ad· 

dren , I -rely wiah to &Told umlnr; to giw auant to t.- b7 ailanoe. 

!.Yerend Ccarlaa B, C~lin, 

SArine ot ti>O Little Flellflr, 

lioyal Oak:, lliolllr;an. 
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FU 9 'j;. 

! :rr ra.ilo ~=--• ot lut SuDc!ay , f e tlrJary 5, ~.o:::ta.t.,.. na~ 

_._ tM t::a:c-racy &:ad oucU&l fU.lQ- or W:o..lch ~ ~ • ll • 

\.) T J t. t. t.e...:.U ~ . 

::. • J. ·~ .... :1. .>-S "X)~ ta i..Q ~ •-ddret l , .. =-- :-o.--L«! t.c -. ,.-:G. 

..... ~. d l -uc tl>a t I a:a o:>a.-..U"' u.. ateb1.!.i- U:a ~. DOt !..c 

~ ~J.WZ'et !-5 '3.! ~- ,._,ple ~r the On!1Ad StatoN o: t ...r ~ ~ 

o:- .:: • c!: 1 ~ ,... • • t.a bli llhal! t,- act o~ C, ~, t>o<t • : a: tM ba».! U . 

)! ~~ t ':'lu.sh and Tre-:eh i!>~Uo~ t.,: a C.O ~ U. ,...._ode 

o! 1 ;>e:"U:.!D . 0 tt.ia l8 c.a;:l.etal;( W>t.z.e. I a:: ~!.q ! :n 'f'OI'1Z 

L.::r»t.! or. a c:o;>:r oi a Leu..,. "" U.. INbJec.-t ol tbe o :.et:.t:.!a~.z .f'w:l! , 

• - ;:.1: I ,.. ,... ·-~ ::..:> t.o Seat= !leAry Cabot ~. J r ., 1;. ~ to 

a.:. !~,l.l!.-7 f'nll; h-..a . 

;;: • rn T<R:' ao!cl..-.a ,.,.. ,...r.,-,....s to • ~ ~c pc. ~ 

~ >!A•• !a hr~a 1.e ~ter ot 19)8. U I 1:&,... a =~ ,...,o.~ 

)~ •~t 7:10. M L:! , TJJC ua&.-ted tbl\. o teer. at the .w.C-=c ~ .La':-._ 

Mot"" a..llitt , lAo:1 llua Lad LltyL:>Ot'f , Forel.p ll1aia:.e: 3f U::e l'::.ulal> 

,.....!• : eo•w: w t . I d JA DC~t a ~t.e:d .:s;r a':>Cb ~ &!X! l:::o:!e :>: DO 

""<:!: -uq. ~ :>nl.T occu1oc oa .tl! ab I ...,. - · L.i~! IOU at.= 

... • 1.e the \1-...J. to.-! Stat ... .., ar. o! rtc.l&l aiu!oc: ~ 19 ) ) • I b&,... tAod 

DO e~c:aUoc, ci.L"'9Ct or l;dl......:t, •1\b b.la a1ua ~t Uz.. I -.a 

:.ot :..: 1':'&..,.,. • t u.. u.. r-oo>- a ta t.e \hi a - u "C -.. !:&l.d. 

) . I = r.atac! \bat , • ao l t b rej>CIIr'tall,• ltr . !~-:l tc-..ate~ 

u :q uliatant !..c tbe ~t ot the natil.h a:.i.>a !':>d. lite-. ,.,._ 

·:.au. ta :>» or tooa .laal.staata Ge!l&!"&l eo.-1 u ~ ~ :lr,:L""

~. ill or ~ •= It u:der U;;a ,__-.J. ci.L-att!::c o! lite- . ~-.! !l. 

r~, Jr., J.et.i:.c (A::>ar&l c,....ol. llo ...,. 1:1 u. ~ c,. •l '• 
o~:'t :o »• ~ t.o do W'ith U. ~ o! :. ata~:aU... r...~. 

: ... :>et • ~ "-pU"' ~ .s..J. • .,.c11'1coa.UT a!:.: a:.: or ~ a~~~~ 

1::acN:'I.o1 .. am! ! al.a1U.. bo\!1 ot ate~-""' !..:!e........:. ~ 1= &6-

:"Ua. I ...,...,),y 'ldah to a 901d •al'U:"'• to ci" ..-~ to ~- l>.r .u-. 

nr.fCII! Q>a:l..ea J.. Coo•ll'll o 0 

St...-..:.e <>! t.ba L1 t. u. n...-- . 
qU Oak, llidl.ipa. 

ZI.. : !111 ,lr . 1 Ill 2/9/ YI 
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FEB 9 ~ 1939 

., .... ~? •• , ... 

~ ,_. ·~· ,.,.. ... ~·u.e 
spell La • ~ ... - 1'-' .. , .. ,_ ....... " 

1 • wu. ..,. u....-, e1 wel•t .. • .. ,. \ 
el • !At~ I a- Wit- .... .......... U.a. 

.. , ••elf,...... 
(Bigoed) 1i . .\lorJ!entbau , .I r 

........ 

..... ...... ..1 7 •• , .. 
Ull ......... . ..... . ........ ,,, .... .. 
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F£8 9•1939 

lW .... ,..."*' u••er• 
WU, , \be ,_~..,• f//1 pet.U. 

.,..&t la • , ,.,.. llpt "' .. , .. ... 

.-rolatMT •row,._l...,. .... t 
"" ..... l .. ·--~ ... u • ...., et -l•Lae 

• • rr et • lAt._ l ._ -'"- te 

llabMl~ 
..... J.. ....... 
UM~a~.w •• 
teuon, •a•t.-. 

-~ w\\or \0 h\llor COQIIUlll 1/11 
• 

.nr/ ,. 
1/91 11 

172 
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lC3 Iii:::;;DIJ.1'! pi! JASI, 
l'bll'od!1• Jobruc.rJ 9, 1939. 

Wo.ahington 

Proaa Service 
No. 16-34 

!73 

Socrotarr llor~ntheu _todli,T made -publiQ tho following exchange of corre

ooo:d.=• with Scn:-.tor Benr:r Co.bot Lodge, Jr., ot lloaeacblaotta: 

UNITXD STATES SEli.U'B 
Coczdttco on Ji~nco 

!!Dnorablo !Ioney llo rgcn theu, Jr. , 
Socrotarr ot tho Troasury , 
l eahinaton, D. C. 

Dc:u- llr. Socrctnry: 

J'obruary 2, 1939. 

~ paso 1410 of tho Congrooaionol Record tor Job~y 1, 
Senator Borid07 la quo ted as t:ollowa: 

8 I understand that the etnbi1ization fund has 
bean ueod in such a we;r as to ID8ko o pr ot'i t to the 
.&:Oriecn 'treasury of somethln« l1ko $12,000,000· " 

l ould ;rou bo eo kind ns to toll mo who thor Sonntor Barl<ley 1 s undo,.. 
atl'llding 1o correct and , if so, how th1a profit wna roalhodf 

l ith kind r ogrrds , I r ooain, 

Sinoeroly yours , 

(Signed) B. C. LODGI, Jli, 
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~!!lee c! the Sec.retar;r Fe'bra.u7 8 , 1939. 

J;" d::: S:::ntor : 

In r cpl7 to ;;our letter of J cbl'\lllr7 2 . 111 w!l.lcl:; ;rou &ale for inforcn.tion 

roth r"{;rrd to tho stnbllho.tlon f'<Uld , I = "Ole~ ~" r.drloo ;rou o.a follows: 

1. Not a s r. ;><>:t of the purpooc fer ~leh tl:r st.cl>Ubntion fll:ld .:us 

<r.3tcd b7 t ho J.ct of Concrcas (the Gold l!.os=-R J.ct . ~!'TOYed JenWJr7 3), 1934) 

~l~ <>s m l~cidcnt to ita operat ion , tho !'=! !!:M i::> creascd b7 <l.pproxloc.tol1 

Sl2 ,l "(), OJ() . 

2. 'lfhile t~ Congroos oppropri - t l~ $2.0::C .~:J.roo u a stabilhntio11 

!>'-=t, o::.lJ" o:e>-t onth of t~t ru:our.t, · $3JO,COO,()J(), =as been used as a worlr:icg 

fc=.d. 

3. Since . its cr oRtioo., t ho fUUI has bcc:c. cpe:rat<>d , ao opccificd b)' t he 

.Itt, ll:ldcr tho diroction of t he Secret~ of tbe ~ t:nd with the copronU. 

of tr-t ?resido:t. 

4 . It bns been employed fo r t he pa:-po,... specU1C8ll7 ot a t cd in tho J.ct , 

•Mch Is th.~t of • stab1lh1n& t oo e xchange TBloe of "'-e dollar.• In ito lllildJUo

trot l.Q~ cll of the J.ct ' • provisions ~ .... bee11 a:>at ~ousl1 f ollowed, bot h 

~ let:cr a::d tn Spirit . 

:;. 'fbe 1'luld baa no t been e::plo;red far a:;, ~--· 81>11 1t hM not been 

optrMed In 11<11 way, directly or 1ndir ect l1, fer a:JT :.ther object or t o affect 

""1 ether Jl'U1)0se thel1 t hat stat ed In t he J.ct. 

::0 li>" cr able :S:e:~r7 Cttbot Lodge , Jr. , 

Uni t ed Sta tes Sennto. 
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~~~ ~~~t~ e-~:l .. ?es c s -- ~e 's ~ t,~ 
:. .:._!.r.L ::._:':.: ~!.v-~ T~. Te:"Y ! 1ne ~ e--vlce: 
~:.': :>t:..:J P --e..- :!.~ ~~ e,.: ir1e U? t.~e~ t.Y'JY __ ,.., ~~ £~~ -~~ ~ ~~1 ?~j~lee . ~~ ·c l~~e ?e~/1~~ 

:.=--~~ -!.t.~ :.-=._• .. 1,7• E !:.t:~...!"!..::g£ . 

-·. --· 

t.h1 E 
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176 
- 2 -

;.11 r!gl:!. t.. ~ou d r 1.o1t 1 ns MY Cal1f;>:-n1a It.Pl1en 
... tne? 

~ell , re ' re ?l UBe 1na 
be s1s of t.he t.h 1ne;. 
- - 1t. ' s - -

arPy on t.he -- purely Tr~~e-Ao~r1ca 
It. ' e k1n~ of tough ~led~ !~£ ; 1t. ' £ 

I taven ' t ~ot ~ny of t.h1s, ~hat do they ca ll 1~ . 
It.F.li•!'l ;::;>1-:>ny Vll.ne fr;>m Cl\l1forn1a? They !lP.vPn • t. el'nt. 
me ~~ ca see or lt. . 

( ~~U£ht. er) ~ou Y~o~, a fellow 1n the ;ccin1~trPt.1on 
~ r::Qc t., :ie .:·e ~ t er~.c.y--

Say 1r.g t!:~. t, ::r. G1a.nr:1n1 t.!-:1:-t.t£ 1 t ' s ~ery l:l;>jrtF.r. t t~~ :. 
: '= Fr.C. : =eet. ~ut. et. the Cl:e\'J-:h.Ese :J~:.r:.· Club e:1~ 
':!> '""' a little r e!'ldezvous t .>r abo'-lt thl:-t.:; :::.!..~utee t o 
tc lk ~h1s w~jle t~1ns ~ver. 

"'h. 

~d . - t.hlr.E. thf. t would be ~erfectly ri~iculo~~. don ' t 
';! ")t,t ? 

Ol. , :·ee . I -- I bE' t you I eRn g;1ees .-i:o t:te Ado1nl6tra
t 1 ) !1 :'ellow was. 

Sur e , :rou C)ul:i . 

-"esee? 
:•o - - n:» , "!:'.lt 1t. ~<> !: ~ener-. l!,y ~! t!"lE' t -- t.!Jc t. t.::pe. 
J e s ee pr,":>ably , if he had ocen me, would ~·we es1~ it 
nleo . 

Yell.h. 

Eut. I--

Oh . 

Th1e 1e- o~ int erest. to you -- the1r lawyers are ~laying 
8 

lt1nc! of a f 1.1Ill'..V g~We. The~· :teep t.e ll1ne: - - send 1r..c 
.. ord 1n t.:J ~e , !'lever directlY , bu~ l.r.~ ~ctly !. 1f y~u 
went us t.) - et. rid or G1ann1n1 we 11 o.' co. ..o,.,, I d 
nev~r ttL< 'fnt.:~ t llEt. trap , becauee ,.h!i t l.!le:· .- :~u ld love 
t) do woulc be to go to t.he , reec ~1tll t heir ~~e2• •sent 
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?•tb l 1c1t.:', ,.1.t.h a sv:.r.==t. :.=.z:. - "e::r 11llllll,y got t.? 
~~e ~~~~o~ or t~e t~'~s; a1l ~~ S.E.:. ~an~s ~e ~o 
=ove ~eo ~,. G1acn1~1 ~> :.=e ~l~e6. 

: eel'. 

::. ' & 3 can-~uht, ~ E> ~=- ~~:. ~ey ~~~P ~enr 1ng 
t~~ t becA £bout -- W> t~~ ,~~~e -- ~b~u~ ev~ry o t her 
~sy . 

-e:~ , ~~ y~uJ it ' ! -- ! :' s ~~E~ - - 1~ 1 e ~een a 
~!~~!e ~~~on. - t~·" ' ~)~ :~ ~~ ~~~ill b e fP 1rlY 
~fl ~!"!y es.s:·, e E cl= .. ..c:-eo.:. • .. "~ .-=.s~ --e !!Fve be:;on tbr lugh . 

:. . 
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·-~:.: ... : 

---

-:..- ·-· - --

- -· --. 

- -~ .. . -· . 

-~ ""'• 

- -· -- . 

?ell>. 

"ello . 

Pe~~ g, 1~!: . 
Q: 2'9 !l.Q. 

-·e r e .: e!xeC. t.r~ b ! :l1:>r. t1~·e :-::.t.::i--=! a.::i ~:..x---~- ~~x 
•• !. ::.1:>:-l e ..:.":>ecri;. t.!.:>r.s . 

y.,•t c);.:~ '-: £ell :O!le e~t1!"'Et :-l :: :.: : ~ := ~==- : e :. ::£ 
-p~~ c ~r~~ ~? Je~~~~ ~r e)~e?!e~e! 

( :.:. £,;:. t.er ) 

3y t.l".e -ro.y--

YPt, : 

~ell , I r&~ ~eet1fy1n( . : ex~~c~ ~e =e~~e~ ~!r~ ~· ~ 
ll::1~t. ~b'>ut. t.rent.y-!'!ve o!lli~:l-

):'l t he - well , .,h ... t. d~ yo~ t.::.~ -·- t~4 ~,:-_::,>!"1. 
=an~? ' 
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~e 1~ a ~dred and twenty-five? 

: {'JC ' t. -- 1t don't cake rut.V d1f1'erenc:e t;~ :e , but I 
e,~ - ~e Lepr e s s1on from Warren Lee ?1ersoo , !r:>c eone 
C)~ere~c:e th~t hPA been held 1n tee Treseury t h• t 
:::.2,.-r~~ -.Le !:.u::dre:i tall " ion 11m1t ,., . .Uda ' <. o~ "e~:>ugh . 
: · ~ r~~er l e a v e it ju6t 11~e 1t le . : t!:.~~~ 1t '~<i ll 

ce ~==~ .~:>o~bly. 

::e~•.a e 
.:e~e.~ :. 
,. -.,~.c.c: . ...,:_- ... .. 

!.:. ' :: 

:.!:.e :>nl.;· c::>nf ~rer:c:e t.lt~:. ::e ..,.~ ~:. ~ !cl: : waa 
~ :. t.J:J~~ ;l.P ce t.!:.e ::>t.:.er FS s..:".C. :,.!:et- ,..~re ::., 
=EL:.1n:e<!, but, :·:~u £n:>•, : .:.1e <£:: t:.~ :. sra::11 
-!.~!.n the r.:alce :>! .~H1'0!.llt? - <.hey c:1c;ht 

:~e ~!.___ ~.;;- . 

7e! , r;: : beli eve ~ nundre1 c111 1oc •:>ul~ E:>und bet 
-~ ~~re . : • ~ ra~h~r ~bey 'd stlc~ ~~ ar~~· ~~~ t , but 

~,- nu~ - - how much h~ve we got -- a:e u~e<! n:~w • 

-e:..:, -e '"<"E :>nl:: got out.Et.f'n1 1n;:: loe.ne !l.:J?l'OXI.l::f<tel.7 
:--~~7-~lve ~i~:i~n do!l~ra. 

Ye~. ~~r, -e • ~e ~~~ t~enty-rlve ~1~!~~ c~==lt~~ . , r 
cl~~!', t., .:rs.:;:en : _ t.:> C'"n!.nta -- ~st. ~!.llt leF -c-e ~c 
,, ..... _ __ ... _ .. 

5:~.-"'e • 

?!~:'E:>L U.s Just coce tn . (Aeid e - -r:.e--e. n .s t he 
c: ?~~er~~~1on y ou h~d . ~- ?1er~:>n, sb:>u~ ~Le -- a: 
~e :':reu;U!"'t - - t hllt. t he.!' th:>uc;ht t.!!ey =>~t ~ t.lle 
~•~t Dl.6ht run larger t.ltan a bWl'i.~ :UL!J.;n; The 
seere:.c:v ~:.ew ' t m:Hr anytn 1ne ab, u t 1~- ( . S::lEe) 
-·~ n..' t s.Dted ":>etween y::~u and :iellee - !!ulmer 

-~~es;: ree) .. 
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7h~~ · s r here I - - ! o1s~~ders~~>C h ie. 

Yeall. 

~e -- his LalL wl~h Wel1~e. 

: eeP . 

.\nd--

-e 11, I -- : ' 1 1 go Tltt=. y .)U u.? to cv-o nundred . 

~1 ' ~1~~t.. : t.el~e~ -~ c >ulcn ' t. get. y>~ . ~nt :sot. ~he 
:reE ~der.t. anc oe ea 1d s> e~t~c Pnd uEe ~ ~u~~ent. 
c-:-)U':. it. . 

-en, : •11 EP a l>:l£ ,1~h y :n1 •• t.) ~ .. :> n '.l."ldred c11 ' 1~n . 

!.r.i : !:P:~· t.!:.e s2~e t.!:~r.£. 

:..·: rlt;nt. . 
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·-::;r : 

:.::::-: 

-:..:_· r : 

"ello. 

: see. 

181 
p e'!lruary g • a~. 
S:l2 ;~ .::... 

- ::a.::e ':4 ~e"'" '!'~rk. I •:: £0!__~ :.~ &. c::-. ~!...Q!:.t., a.nd 
- h--.~~ ~x;:. ~~ t.:) clear a; he~ t.:>=»-~. e:~ : •o 
£ ? 1.-..g to =-=-~~ ~t' : e-a:.!.r..g t.?C:)rt"'•. : •;:. Pi=5 t.o 

lea•e :J:: ·-~ .. !B,y, brot.her , ror Flor1~. 

Are y:.u? 

Yee , s!.r. : ~&•en 't !le:i a dAy or~ etnee C.e :nrst. or 
A:lQ'.lE r. , v:-:i : ' :0 0 :)l,n£ &'J'&Y • 

'1ll&t. ~ ':"7U o:»~ t.o do? Go d01r.1 ~e..-e :l:e.."'e--

A..-e ,.,~ g:)'"'€ ~o £" :b.m t.heN u»d ,i)S-1 !!.--:>~ •1t.h Joe 
3:em:ed;,-? 
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··,., t!.:", 3: e'~ .!. n ?alo Be • c: .. 

;, :>r.: .-!. t.=: t.C.e !)O:»r , .: ~'r'r !..::. ... --' . c-t. ~~ :.~ 
~-:r~ eT~~· C~v . ~~~ plPy E~l! l( : ~eEl :1~e 1t.. 
: C>=. ' : , - T~n ·~-

- s::v !.t. 1 e u .. : ' ,. , 1 e.;. 
~~~ ~~e J~verncer.: ~:!:e 

~ :-:;:~ ~::t.ed ., 
- t - e--o-- - - ..... -. 

" 
- &;:.-*"" . -- .. • .. 

.,...,:: ' :. ..:E- Ye ~n • t. '-'1'"'- -::'!':...:.t :- -.--
:~ : .l :.s.~ -1;::_ ~-.):: ')O ->=:.:f;t J.._ :: l ":, 

-~ -- c:::c:e:\.eC. e~.,u~ :. .. ~r._! , =..;.,....::- .. 

;;.&.t>e e 
:.--;:. : r 0 

1C2 

t :!::e 
: r 

e1t 

_ _ -.s..:;, -' :..erribly :-:Jn.ee:"'!".f!- p.;; ..:.: ~ ·:;!..t.:.erness 
~·~ ~e~~5 e~ge~iered Pll P:)~~ -J·~ ~~-e ~r.~~ ' & 
!;::: .. •t .e:Je .:or~~!! r~r :.~ .. ~ ··..;:.·~~-

• 
-~:~ , ~~e~e · ~ = lJ: 

·~!..:...~ =~!:!l :.-=.e 7- rec!.~-- . 
-:-e:""- '! 

~:. • s :':.::. 

-'* ----... --.--.. . 

~~=~ :e~ty tningc 
- ~ - ! :.~~ ~~ ~~r -~rde. 

-E:: , ~ J>u' re ask!~~ ~~ -~, · ~ ~~ •!!~£ 

:~:: ==-~·.:.. 

-f:: , e~ 1~ ~' ~~~. 

s:·~7~ ~e~~ E>~t !r1er~:. 
~ · ~""-:.. ~.....:--

r.! 
c- .. : ~FV~ 

_ ~..;..-s:: = r!.l l 

..::::. ,:-r :,!: C: :. • 

:__:::-:- ~ :!~~ 

~~o..,. - ex"·•..ac~ J.!.::.~ '=--~ ~:Jd 
:·· ~1eft. ~ ·.1~t··~! ~ .. ell : ~:_.: :. ~ :::~ 

~: ::~~ · ~ all r1cr~ . 1t ~·~·~ ~-~ -- ~~ ~~~~ · s ~~e 
~~ !~ ' E ~~ be , 1v ' s &!1 r~c •!~ ~. ~~~ £~~e , r tn• 
~ - !~~~ . ?e~ . ere Ju6t ~~, e!:~~ ~~ ~~£-
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:.tid : C!>n ' ~ ..-En~ - : •:3 nQ!. g 01J'l8 t o get _:ee.-~, >r c:e :. 
E>~e ab~~t ~~-·~. :~u know--

::o , !lil - = E~ ~E : •ve been thr>USi: ~~ ve;::- ~~!
c~lt r eeke , ~~ ~e ~as -- & £ !er ae ~e ~e~e~ !~ 
c)neerned, he ' ~ ~eli u? ~f h~nd. 

:•)t" , -e ~-:l"':. - .,..e !:l~C. ~,:t P~Ul :0 .-. lr. !.Ce t:l~ t -re ._..:.: 
:_r > . ..,;l: 

,."!• £! -:s.r =-E :•= c~::cerned . !t. -~.e very , • e=7 r •!!' !=..!.._ 
::~ :-;~:: :.=..:: ?:"'-=::: ~ • .-~~::\. l"'_.... ::_::relf , E !'t~ !l~ ::.ec_.t_~ =-e ...... 

- ~::' 
~.~ : -- ~E ~~~ c! : ·~ ~'nc•~eC ~eTE~~pll~ , : ' ~· ;,.._ 
:o-.J ::- -;::_ ... 1.!.:..::.~. = f' ' £ ~~£!) !"1ne r1tC ce. 

----' :.=...a.t. 
c:..., t. 

~c_., . ._ .. , 
:.-=..:. S: 

-- !,.; ' ~ 

: -=...:.- -r-=.~ t. :-,,1 -t:'cr. , f"':': 
~: ~ !.:'_ ~lP£! ~..,-: e 11 : :·.e 
~e~:~~~ ~~ -,~; : ~~ 1~ . 

:: l :·=> .. !' :-.~ everybX~- sn>• e. 
: ::.r t: .)t. ~~ ::.) 1 t.. 

: :. ... , .... < - 
:-e!= C " " -:::.1! 
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I c• E V/U.J..£Y AUTltORITY 
KW_u •s TD--

~10,19)9 

!ME N• 
fila Sec::N\U7 of -tJ. !I I ..r7 
~D.C. 

I ba'ra ~not 7V1flr l.ett.r ot l'•brar7 9 caeoena1JIC 
tJ. I* Iii ' 'ac'•'•t.l<a tv -UJIC a •u-1. 
J11 CM J'l•- C..pcaU... 

0... ~. llr. I. L. lobar, will a~ tJ. 
-u.& willdl 7V'l ba'ra JJCWa1.a4 tv ....sq, l'abrullT 
13, 19)9, " 3 p.a.. 1a .,.,. otnoa. 

I ' R fw.Bf A.U!IIIlM 

' 

::ns 
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HNPiiiSEE VALLEY AUTHORITY 
.. K.HOXVIUL TCNNUella 

0PI'ICI A L 8Uel ,.le• 

• 

The Ronorablt 
The e.oretary ot ihe Trtullr)' 
Walh1naton, D. O, 
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TREASURY DEPARniENT 

INTO OI'PICZ (+ :C1 _ .. FLJIIIC:jll&..,._ 

- Pebrmry 10, 19)9 

·-
Se cretarY Uorgenthau 

l!r . Wh1 t e 

-..~ _,ta l extern&! t'unded .Ubt o~ ·~• Uge:ltl:le 
, •• :1c 1• - - - - - - - - - - - - - - - - - SJ75 ll1lll.on 

! ~~11 &WI ! 
"r: lted States do llar conde ...xm~ ~ - -
: ter llng conde amount to - - - - - - - -
S• l aa france amount to - - - - - - -

150 
190 
25 

• 
• 
0 

' ~· t')U l i nternal fuuied deb : !.a $1!!00 a1.lllon ; t h e noat
·.r • tt 11 ~120 million. 

l · • eerv1ce o n Argent i ne ' a t ore1gn ~~~ amounted to 
'·· 1 ~ 1037. To s ervice private ~aTe&~~~£ . h nrever, 

l ll i on o f f~reign exchange ln lOJl . 

$50 1:111-
requl.red 

A!'" .· i na has been reducing iU to uJ. o,;tstand1.ng fore i gn 
·:~ . :n 10'7 t he r eductio n 41110UDted. : o ! 150 ml.llion . 

Regraded Unclassified



101 18~ . .\ 
a. "cPfDOID' 

l .u. u.. -uac or u.. TIII(ICICU7 • 

. kUOD&llcn=e c-1"--~ 8IIZ1IiJIC 
the >Z"-''"DC o.U1CC" (Caacr""• .. •-• 
s-.,...) • -e..s ~ ewo•·~t to 
~ or u.. c-ittea • ..o taa eaid: 

-I - bappJ' to be ebl.a to ·-=· that 
our col1....- ....ual PwFI • w:Ul CGD-

UAM t.o ..U~ tba c-J,t\ea u doe 
T.-.ur7 ~t altona'-• .. baa 
~ o\hc' ~UN • .-4 t.ba f'arl 
tb&t ..ada or the Tl 11 ""1 wort f'or the 
c-it\ea 1a or a U&al -WI'• -u -.u 
1 t 11111' •• -·b le to expect h1a to carry the 
~- al.oae· .. w:Ul. or eoo~r ... eoo
u- to~ tba Go.....-t porch•i 'l& 

~-· 

~~ • · o•~l· 
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z >"tl~"'l ' • .. E,e t L~ t :)UCl: •1 t~ t ~P ?re~ !.C..€=:t. bec'~'.:~P tl:.~ 
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?ebruary 10 , 19~9 . 
1:17 ;:.c . 

: thought you r:o•1ld be 1ntereste<l. t~ kn~" t!t• t t h e 
l ine n~ B just 1nfor~P~ CorcorRn thRt they'll kePo t he 
~t 1? until the '="r<\1na 1 11rr1 \"P S • 

:""::. .. t ' s all rit;h t. I u9C.e ~~o !' ~·~~st.! ~::l . : sugeee~e-:: 
: !:ro t :.l:ey use ~?t:cb'>!.:.' u~ there :'r..: ~ p.J 1 t.!lc~ . 

.,..o •• 
ol • 

~l: , yeP. I oean , qu ite f rs.r.t:l; · , I :1Ps n -- I - j -.. ~ 
r)uldn ' t ,m ow h ;>•·· t:> :-.olci tne 11ne for "'"'' or th:"ee 
:::our s 11:10. ! :ion 1 1.. think 1t. r ould be ;:>ro:.le~ : o :!? it. 

ell , lt would b e -- 1 t w~uld have -- l t ' s t he F ?~t '~ 
:.:.!.n.e . .,i~ 1ch is al "N'\:'E ~ P.neer ,,,t . : !JDP n , -- ll. "P:l 
• )Oe b •1t 1 <. -.oul<l have hfd -- i t clE]lt have l:11d C)::le
;.! c.ts , ;nu .mo•· , t h!lt r e certal.nl.:' .-ant "' I'IV:l l :i. 

: tl:1~: tnat-- it '"'~ld hPve hed a r eel ~1ck. 

All rlght, tnan~s s l ot. 

'l'l:.e.nk you . 
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DatEd hb~ ~o, 1939 

B£ctd ;'5 :32 Po a. 

2CK. l'l:bru.ary 10, 7 p • l:!e 

PO?. 2'.!l£AS "..iRY PRO!> BUTl'E.illiO-'I'!'ii. 

Om.E . 'rhE a!'nouncEd appoint::n:t or Sll EoraeE 

'Jllsc!l, bliustrial advisEr to ~£ (<>) to succEEd on 

Octc~n- 1 Sll "JarrED Pishtr a$ p£r=:an.£nt SECrEtary 

ot t !u: 11'1-Easury and hEad ot t!Lr: C1.v1J. Strv1.cE, 1s ot 

no carurtq'C.£nct to thE Amtr1can ~aaury sine£ th£ 

lattt:r' s 1'.met1ons arE g£D£ra.l aDii e ct=Sn1strat1vE rather 

th!m Cl:c::c1Ca1 EXCEpt 1D thE bu:i&£t&ry 1'1tld. Hoon:nr, 

thE ~t gEDEral p OWErs w'l:tieb th£ ort'ieE Entails 

an: rritoa"Ctd 1n thE easE ot 'if1.lson b:J rtuon or thE 

COc.f'i.dD:CI: 1fbj.eh th£ prESEnt Pr1::£ lli.Disttr l'EJlOSES 1n 

'i!Wo. 1lhE ror£ign txchaJlOI: J:L'"ia:t continuEs inac tlv.: 

ard o~ Mhnet thl: British t'tod has D£1thtr lost nor 

gaim:d ll!:aZl7 dol.lars . Oold was nx.:d at l~ sh1.ll1nga 

S...l/2 pOCE tru: pr0111um being l pcm:1.7 and thE msrlat 

gan .:U. ot tb£ •1M> bars sold; 13 WU"£ ..rritd. 

J'ORXSO]i 

Regraded Unclassified



P~ OF TD,_.x llliC&UD 

FllCII: .t.acricaD •w•ey, hzh, :rrance 

~!1: r.braa:rJ' 10, 1938, S P·•· 

I O. : 358 

ntOJl COC!BA!i. 

:97 

J. good weelt llaa b-. upe:r1•cecl bJ' the French 

s tabilisation fl.uul. U !al~~ fiYe this ncing I 11a4 

a u.l.k 111~ ~ tr1884 at tlae BaZik of l'r&Dee . I -. t old 

t b&t the flm4 ha4 CCIIIYG'te4 ita •tire resources into 

gold an4 now it 1e -~ ita pr1rtlege of t&ltiq franca trca 

>he Treasury with wh1cll to ~h 1D acquiring foreign 

exchange, which syn• ollt'i.atn the neceaei ty of ealee 

of gold to the Bank o~ Fnsnce bJ' Ule flmd. 

thous.anct dollars were acquired by the Chase Banlt operaunc 

for the Fr•ch timet. 100,000 Reich•erts had to be b0Q81lt 

by the BaDit of FraAce trca 10hB Re1ohsb&Dlr:, m4 relatione 

were foUD4 to be qlllte ao~. J.e )'1ft there 1a DO definite 

neq fr- B:ruae~, bd tlae poee1b1Uty 1a beiDg conai4ere4 

of geUiDg Xertea to st•• up hie eo-ct~ appo1Dt•ent end 

t hlla perait the retu"*"IC to office of the Bpaak GoYer-'• 

!here i .e alr~ epecvlaUOD 1D the pr .. e of proW!Ile 

financial help far rr.aoa. ftere 1e one ~ nat tkcre 

' 

is UDctcr conai~Wrati• joi.at aid 1a tlle fora of a t~Ul1-

frano-loan r:r- :rr-e, Gr•t Brita!D and the Uaitect Stat•. 

!Oilipt 1 - p1q to Baad, wbere th1e net•4 ~e liD 

41rectore will -n. 
BUJ.Llft. 
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r~ or m_ .. sift 
TO: ...._1_ 7 7 aey, Perla, JTu.oe 

DAft: Feila'arf 10, 19S9, 3 P••• 

.c.: ., 

It' ycJQ percCYe ao obj-UDil, Coohra:a 1a 

autbarisell, a~ sec:reQzy Xorgen~b&u' • r equen, ~o so 
'o f1nl emcJ, s-a-, •CIInl&f ud D~t oa or aboa* 

\he ·~-~ o:f r.taz ry, ill ~he liae of hh dll~i .. 

1D cOYeri.Dg tae.!I&Dk for lD.1;ernatioD&l Sntl-U, 

!or the pwpne o~ r~ ~o ~• treaaury OD t hoee 

countriee' ~ aDil fi uaaoial oODdiUoa. 

IA:Lft 

:~a 

Regraded Unclassified



::.ss 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATI0:-1 ~· 
r.., 

., s.c:rot&rJ lor&elltbau 

,wwlr- o•c..mell 

DAT& 

F~ 10, 19.39 • 

Du.rill& the put weak the r~ leUcGal kaDcaic eo-itteo 

hu beeD boldiJ:I& public beariD&a relatin to i.D.auruca. !be preallllto

U OI> o! tea~ w baDdled by the Seearlthe lzchence C.-J.aaioo, 

tbe tirat clq' • teati.aooy cooaiat1q or f'acte rel.atin to tho col'IIOQa 

crowtb &Ad present a~sa ot the iuunoce iadutz7 ccerall7 (it had 

u seu o! • ar• tbau $28 bllliDD iD 1937 u qaiAat $2.9 bUlioo iD 

1~), &Ad the rest ot the ti.ae beiD& take up nth the corporate 

nructure, size, N.JleC•eot, aJid .. thocb b7 wbJ.ch tho cootrol ot the 

Mn&C•e~~t baa beea perpetuated iD the l etropoliton Lite lDauranco 

~ (thet cDDp&Qy baiQC the J..araoat co.~ 1A the world, a 

atual CDDPUIT, a.ad a.1JI& 1A the ~ ot $5 bUUOD 1A aeeete). 

!be tuti.aODy tbat arou.eed the createat -t ot c-ct a.ad 

t.be - t aerlou.e oppoeitiOD "" the pert or tho •tropoliton ... that ot 

a IIIUer of qOilte who teeti.t1ecl that it as a &cera! practice in their 

otticea to t ore• tho -•• ot policyboldera oa ballote used 1A cODDeo

UOI> with the bieomial elac:Uoa or dJ.rec:ton. !be toatiAoDy ae•ed 

reliable, althOQCh the leu o~ eli ton r.-J.u .,.., '"DC to ada1 t ei thor 

t.be uietence or the pren.leDce or the prac tice, and the C.-J.tteo 

cec:ided to-4a,y thet an:t -..ro tea~ alOilc the -e liAe (wbJ.ch 

~ Douglas ot SEC aa1.c1 be as Jreopu-ed to CODtimlo to produce 

for an i.nda1'1Aito period) wov.ld be ....-.1.7 cunW.atin, and that the 

c-ittee WovJd hear DO IICIZ'I toe~ or tha nature far tho ti.ao bo1JI&. 

! apotea&D tor l otropoliton etoted tbat, without adaittiD& the exiatonco 

of the prac tice, th117 .. ra iAnaticoti.IIC it aJid wou.ld toke atepo to eoe 

to it. tbet it DOTer bappca qaa. 

the feet or tho forceriea 1a DOt of creat inportance, aa .uch, 

$Ulce Doae ot the olectiODe were coatoet.ed (the 0 acWID1atrat1oD0 alate 

ot daect.ar10 beiJI& the Clllly oaa for lllbich tho policJbolderiO could •oto) • 

IZlci it 1e tq UDdera*m"'QC tbat a..u- Doai;lu pr .. el1ted the nidcco 

u bolpiAc to prcn tho th..U (*ich he iDtooda to prOY8 in other 'llll78), 

that cootrol by pollcyboldera iD -~ ..-pu1ea u lara• u l etrcpolitan 

i a U. tact Dc.t-uiatont, thDQCb -toetq ·-•od u a tact, and an 

iajl(lrtant c.o, by the ...... -t. 
!be eo-ittoe adJounlod tbU ~ aWIIGDclq a!tiiZ'IlD<lD at 

2. JC, at *ich t1.ae the SIC will ccau- to preee11t .. teri&l in c-•c

u.., with the iAhreace 'INUneN· 
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Secretary llora..,\ball 

For 70W' iatoruUOil 

llw'J.ac the put .. u the T•porary laUOAa.l lcOGaic C.Ut.t.e1 

boo boen llold!Jli public bM.ri.ll&e releU•• to iAal&raAce. Tbe preaoot.a

Uoa or t.eat.i.aoa.)' ••• h&Adled b7 the 6aour1Uea lllclw>ae c.u .. t .. , 

t.bt t l rat day' • teat~ COilala tiAc ot taot.e relat.in t.o the ~._... 

croeth ud pru1111t abe or the ia8ol.raAce iaduetr7 ce~~erall.7 (U. bacl 

auot.l or • ore t.bu $28 b1U101l 1A 19)7 u ~~&•ioet 12.9 bUll• 1a 

1906), IUid the r ut. or tba t.iae bei.ll& tal< eo up •1 tb the corpora te 

ot.ruotl&ro , ahe, ...,... .... ~., Uld aethoda b7 'lllioll t.ba con trol or the 

_, . .. t hal be• perpetuated ill the let.ropollt.ua Lite lAauru ce 

Coapu.y (that coepae7 balll& the larcut coepaey 1o tho 100rld, a 

1111tu.l coepu7 , aacl oaill& 1D t.be oe!cbborbood or $5 blllioo ill aaoe t.a}. 

'I'll• tuu-y that. a rouaed the creatut. -t or c-•t ud 

tho aoat e e.r1w.a oppoa1Uoa oo t.be part. or the let.ropollt.u ... that or 

• 11118bor or ac•t.e who teeutied that it -· a , .... ral. practice ill their 

oftlOII to f"r&e the ntiiU of J-Olicyholdere 00 ballot. llled ill C- tc

Uoa 'IIi til t.be biMAial. elect1<>D or direct.ore. 'l'lle teaUaay u•ed 

reliable , e ltbouch the le t.ropoUt.ua r -.J.Da wowill.1D& to adait. ei ther 

be uiateAce or the priYaleace of t.be vre ct1oe, u d the c-lt.tee 

c&elded to-da,y that &II¥ eare t.eau-y al.<MIC the au e liAe (wbioll 

Ch&lruD Douo: l .. of St:.C l&id be ne f l'e;>&red t o e:>ot.l..lwe t.o roduce 

tor " 1Ddaf 1ait.e period} would be aerely CW1ulat1n, aAd t.bet the 

c-itt.ee Would b .. r DO lklrl t eat.1aoa7 of t.b11 a.&t.llrl for tho t.iae bliA&• 

.l lpollo- tor let.ropollt.eD at.eted that., without. adaittiAc the e:aJ.et.•c• 

Of the prac tice, they ~ere leYOIIti&a t.iac 1 t. Uld • >uld tal< I nepe to I ll 

to H that lt. aner bap,.•a qaill. 

Tbe foct. Of the for&lr1U 1e DOt. of Jrll t iaportence, U ... All, 

e11aco aooe ot the elecUooa •ere o uted (the 0 ada1abtrat1oe" alate 

or director• ballli the oDlJ .,1 t or the l"'lic,tloldera oould Yot.e) • 

lad it h •7 ...Serahad'DI that Qba1.raaa laa pru•ted the eYid-• 

aa he l Pilai to pron the th .. le ( wbioll be da t.o ~ro... 18 other .,.) 

that cCDt.rol b7 pollcy.10ldara 1a •WAl •• u lar&• u let.ropall\a 

1a ill faot. •• nh teat, thouch c<Miat.ut.l.Y at.r eed u a t ao\, ud M 

ia,Port.ent. oae, b7 the --c-t. 

Tbe a-tt.t.ee a4Jouraed t.bie ...rei~~& uat.ll......, attera- a\ 

2. )0, a\. 11h1oll t.ia• the St:.C 'll1.ll coat.lal&e to , ru•t .. t.erl.el 1a -

t.loa d t.b the iaauruce INaille&a • 

.(W t1alc4) J . J, •o. J r. 

JJO•C.Jr/Ln 
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Febru&r7 10, 1~38 

Welle• ea14 tbat u far ae he wu oonoel'lled, 
be wa• co11111letel7 -abed liP w1 th Wqne !a1l or an4 wanted 
nothing aore to do with b1a. 'lhen I t old b1a tbat tbe 
Prea1dent waa looklDS for a epot for Wa1ne 111 South 
.uer1ca he eaid •!bat 1e e1JIIIIl.7terr1ble. • 

201 
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Jebru&rr 10, 19~9 

Sumner 'fellee told • (wh1ob I 41d no' reallze) 
that 1n oonneot1on w1tb 'be appo1nt•nt of cah1ll u 
Un1ted State& D1etr1ot A'torne1 1n lew York there waa 
a show-down between !olllllll.e Corcoran and Farler &1111 'ba' 
Cor coran won and Jarle7 feels ~•r1 badl7 abou' 1'· 

202 

• 

Regraded Unclassified



E.r17 Bapk'"• cal.~ - and a.uct .. , 1
11bat -ul.4 

f ClG I5D wrt@:l the B:raa1Jhna- that theJ are Heret• an4 
I .at<!. ~. 1f I waa Secret&!')' of eo-rce I woul.4 
call ~ u.e Secretarr of s~t• and .., t hat I a• new at 
11tf ,t(lb aD! what oan I 4o to be b.el.pf'lll.. 

1 

'P.:at _. -.:1 edrtoe to llarr1 Bopkl.ne. 

~03 

• 

Regraded Unclassified
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Febru&r7 10 , 1939 

Preaent: 

Jlr. Kanea 
Kr. Oaaton 
llr. KcBe711ol~ 
Kra. not& 

Bll.~ I baTe been thinking aoae aore. I 

Cf,.lled up llenbe:rg and t old h1a that the Preudent 

authorized • to offer h1a General Coun.el 1Jl the 

TreaeUJ7( copy of phone con•eraaUon of Febni&J7 8th 

1a attached hereto) and I a&ld to h1a the ne~ IIOTe 

11 for you to go to the Prea14ent of 'Iale. 

Be did that and then wrote • a note that the 

President r" hl.a approY&l, but lialted it t o alx 

110nt ha. aa1d, ~ do you ~e 1t a1x 110ntha,• 

and he aa1d, "I can' t get an:r 110re and I want you t o 

thlnk about ~ going through a oonfil'!llat1on f or the 

short period o f aix 110nt ha. • (.t. phone conYeraaHon 

to th1e effect, ~ted F ebruary 9th, ia alao attaobed 

hel't!to . ) I aa1d, "Bow about .t.auatant to the Secre

tary? • and be a&1d, •n..t woul.d be all right with •· • 

J:nowing that J:nollenbezeg ia only ooalng f or 

aix aontha, abould I go ahead and -.ke h1a General 

Counsel or Aaa1a~t to the Secretary and lea•e r ole)' 

Acting General Counsel. 

(lire. J:lots' note: ~ •n decided tbet 1t 

would be beat to llllke J:nollenbezeg General Counsel 

nen t hOQgh he had t o be conf1roed , which could be 

done eaail7 , rath er than•ke hl.• .t.aa1atant to t he 

Secretary and ualgn h1.a t o do t h e work of t he Gen

eral Counsel. They felt that would be a alatake· 

J:nollellberg a l a o told the SecretarY that tbe 

Board of Truateea would h&Ye t o appi'On h1a oodag 

down eYen t hough he got the approY&l of the Prea1dellt 

and aa aoon u he _._. be would let the Secret&r7 know. 

!be teles~ ~ Mr. J:nollenbe:I'K ia attached 

hereto, atat~DC that the Soa.l'4 of T..-t ... 414 not liP

pro•• h1e le&Ye of ah .. IIC•·) 

Regraded Unclassified
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• .r . '";:::'l llent- f;'r~ , ! t 1.1ni: · )'.1 ' :1 ::o -~;;$i.e::. t.) :n~"" t.h~'t 
-:_!- ?reeide!lt ~uth<Jri~ed ~·~ t.>:~E-: t..~ -e) -:::.ePt! AAd t.r1 ~ 
- _ :. ... :·:Kl , seP., 

··..,~::.. 0 

~" :·)"..l ::1silt ""lso lt":e t.;) ~J- t~: :!_c - t.Ju~ ne,., 
.t"\.:O ... 'lTI:ey ~en.;rA! ir ... :)~t er.t.·"'·.:.~!.!'c:.'"! Fb')'.l:. 2:Pv1nS y~u 
~~ • ~ )•~~ !:ere . 

• :..r.e , : .:m1y heard 1t. t."l& ?rr.•-.;, -~ . 'L!:f' ?re~ldent. 
•• f r.~i a l ot. of t.hl.ngs , s~ :•?•J .'!r-:T"', !:Ut. -- :UI" --

.• , ... ~ ~ul~ :;ou t.hl.nk l.t. -oul1 be c.-e: ~ _.~:r-o::eed1 
-e'~ . : t.!:1nk ! bad bet.,er se~ -=~ ~c~~ie~'L right. S~"~ i 
~:r-.tide~t. seyoour here . 

Regraded Unclassified
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l'.'.)n\d you d? t !l!lt1 

I ' l 1 ~all yJU in the c~urse ~f the drs . 

.J..n<l - - : juet "'ent to l !>t you lr.n :>••t , the fac t tha t ~en 
d~ys or so have gon e by - - jus t - - t hose ten d~~a , I 
~·nnt ~"''..I nore t han eve r. 

Al 1 ;riE:ht. '"PU , th~>nk ;tou f or -- for reeling Lhl't 
vra:. , en:S. : ' 11 e~ll :;ou J•tot P.~ S''n PS I ' ve tP l'ted 
r1th ;res1~ent Sey~lu~ , • ~1c~ ~111 t o 1Gced iate~v . 

~., -l t .igllt be inter t eted in the l:'t>t re:::.ence Jf t he 
Ati.n•ne:' "enor ql 't lett er. "e FE. 1" , •In oy o;>inion•, 
t. ~s H t') t!u• ?!•ee1<ient , •: ·r. O:r.o11er.bers i e fully 
~..:fl1fie1 , !lig'r: J..:: c:'-=f 1ra'b~· •or t!"e .,>?~iti:>n t.h0

t y:)U 

hAVe !.~ m1nr~ . • 

"'ell, t he t ' s ver.1 n tcc . 

Sn r t.h.,~~t. you wJuld l i ke t,')--

"ThP!"tk ;·ou v er:l ouch . 

v "'" ' r e ~·etc~:1 e . 

:r ~r.~ y :n;. s? n'..lc!l. 

\ 
• 
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t; .. 
C ~[WMAY£~ COkM 1 136A F£8 11 -}9 

939 FEB II PM 12 3 I 

-!'-:' v~=l :.( NT,.. AU -'Ill 

;!:~:>trc•L • • Sio4 MDC 

" - £ ::_.;::£ '• Tl AL CO- ITT[[ OF T>-t CORPORATI ON WHICH WE r TH 1 S WORN I HI; 

;~ _ 1£ ,£ ; Tn AT SHORT PtR JOO I HAY[ attN HE~[ WOULD CREAl£ U NEASI NESS 

._ ;.,:; t, [ nU ChOS OF THt LI 3 1U<i Y AM O OTH[RS THAT I N I GHT S E WEAiiiEO 

•It t r : OW l"' IS POS I T JON OR M l i:;H T 8[ MORE I NTERESTEO IN OUTS I 0[ AF r A I RS 

--._ I' T~E L I BRARY A llW T toA T THE RE FOR£ I OU ClHT TO WITHDRAW MY REQUEST 

' :: Lr&~t O r A3SENCt S TOP ALTitOUClH I WAS CA CE R TO COWE AND TRY TO H [LP 

-- ' C C~Vv t T lEtS STAkO [NTIRtLY REASON ABLE AN D THEREFOR E FEEL I 
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WUST COWP LV STOP Alol ~XT ii~MELY SORRY TO MAV£ CAU SED DELAY IN YOUR 

s££• 1NG E LSE«M~IiE STOP I ~ I CAN 8£ OF ME LP MER ~ PL~ASE CALL ON ME 

ST "ONC LY RECOMY~ND RANDOLPM PAUL MY SUCCESSOR LORD OAY AN D 

I T YOU MAY [ NOT ALR EADY TRI ~D HI M STOP AM APPE ARI NG BEFORE 

3 1iO~NS COMMITTEE THURSDAY, 

a£RNHARD KNOLLENB~RQ 

12}1P 

' 
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Yale University Library 
New HaYen Conncdicuc 

3llla7 -...utbau, 1r., Jaq . 
~ or u. ,..._....,. 
~.D.C. 

Feb~ U , 1"' 

I _..a't -ch w add to tba ftcloM4 CDPT or tile 

~ ~ 1'ar ~ ..-.c>IUI that I •ball. not •ti..Nl7 ~ 

~ 111t.!l J'O'" 'b--• or '11:1 I.Da'b111'Y to Mlp oat n Ulia 

S111eertt~ ;roars, 

~ ..... t •.. A f<....~ . 
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l!eli%T ~~ h . 
s.e:rnary 0: tU ~ 
... u.,.,..,C>.c. 

Feb= ry 11, 1.9M. 

Tta i'r'o~Urti&l. c.-!~ ~ t» ~t1o11 wbtcll :aet U!ia 

liCU"C..t"5 be!.lt.,.,. ·- ect ;>l'rio4 I han bee11 llolre would 

creaa ~ """""8 u.. !'riell!a or t he Libnrr aDd ot '-n 

t t&t I ~ !!e ~ ~ traa the poa1t1oll ar Qjgb~ be """ 

atop a.lt.boo<cb ! ~ _...- t.o - a.Dd tl'7 t o help I thlak c..-

~1J t! _ 
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fEDERAL RESERVE BANK 

OF NIEWYOA K 

Februar; !.0, :;~ . 

~ :~:{~ !""~ :OOTj)O~tA i~CW ill t.::.i.! ~·a :.Ot.a.: (~:;,~"X, J'X -:;! a

=! .. ~!.::Jo:ei=,o u llO,IY.Y), 'm or Am.eri.e&n ea.:.~ ~ J/1.1. c;.~>e~-u ::! 

:=._:., 1 :-: ...e.-'rl-e :z.pl't&l. !'be :rin.u "a · c o~ tl-Au !•~~. to: a. ~ 'a.! 

7~;:!!~.! w.:!a:r, i.l~ou.g!l t~ !!ale ::a.7 t"..an oec:m"':"eC u.r~. ~r.e~ WIL-t ~ 

=~ =- c;.L.!. ~.!:e t ~~ w a.bou t. $::? ,an, ?:YJ a.l teE~ 'ther . 

:t:::::!.ci;.L. bono: an.r.:ia t.ota.l~ci abcrn. l ll, OOO ,OOl, u.d , ,,.. U::.e r....e::. ~ 

c::---:.!~ ~...;a..:.:!..::.l , .iEJr Ior~ St.ete ~ld tl:X), ').)C, ») o~ =o--...._2 ~ ::.a:=D, -=a 

:~ 2 , ~~ .~ ~=- ::e:::. 1.nt.ere~t. !""n!a U d::.e l.oTe~ ra-:.e a~ ~~c- ~.:a ;:,r...e 

:z! !-1"!-: _r::· : .. , ,.. :O •• oW.: ~7. 

!l:a ~~ ~z.a.Zl.a coroorate llsne DO"W ~ini:.e]J i.:l ~~e-: U ~ 

t::,x.:,":oo =~ :!.:'.J:.6-=:2~1 O::ie!! ! e__--i.=..U :"'£..~ bo-".-:!z , .::1::. a::"e -=;. ~= ~ 

=~· :.cr. ":'!;a~. It bu been clai.::e<! ~t ~ d.rd-"'i..c&:~ &aYi:..! • 7 2 .. =a 

'- ~~:.!.:..; ~ !....L!:::w ~ 1:1cia ra~:- t:ta.: re,1 1-= i't ~ Ute ~r....;;ae= =-=..v-:-t: 

r..: ~,.. ;:, ,irrrl ·...:)t! e~'s pre-Tio-u !~-~. T!tG.cr::': e:ocapet.!t.i-re ~.;~.,. 

':"":.~ !z ~ ~ aea~ rt~•e-"' .. i ~ar ~11': ~il!~ -=--rE=t---f"': cc a:_:.:... 

!.:...< :.:rA-'•!. ~ tbe next. !ew au:u:rt!!a, :c-t aJ.:x,zt &.1l. :£ 1~ U !c: :e~. 

::. :.Cte !.=-<.aa iL i"lhllc uUllty c:<>::~..!=Ut>::. .oieh ~ bee= :2=:-'~ :-e

:t::.ot7 , 1.::c rd..:: ::NEWII!bl7 wculd -.c. tbo ~ a! llR "'77• ~. :::-=~. 

!e~-,1.!::": 1.:. .:::nat :.uz::rE 'CQOl1 &D i..nc:reLM b (._DI!'I•-al blz::t.:n!2S &.tJ1 .:..,...- ~e: 

! :.._.:._-!. :: ;:C"e:" . ~~. corpo:-at.e uorit.it! ~a: cew ca;J.t.L. !.::. ~:2 !i..-r; ":Jie 

x:.:·~ : ~ ~ 7U.: L-e like]J t,.,. aaotXElt t.o DO ~:--E t.!;e.Jl t:IIEC't:T-!!ft c= . .. ,~ 

~~ ~:.:.&--s, 1.= qi :.e :~f t.!:e b:-oa.C sa:U~ 2z-:X: ~~ C!.ih il""...U !.:a::e-3-

.. . ~ 
- -~ 
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IORI.S l'ftO(IU88 A.tWJXI MRAfiOII 
wu.~>er ot Workers J:a.p1o)'e4 - ... ~ 

UIU'e4 ~'•• 
Weelt end1~ 
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April 2 
April 9 
April 16 
April 23 
April. 30 
!La)" 7 
lta1 l.ll
lta121 
liaY 2~ 
June 11-
June 11 
June 1~ 
June 25 
Jul.y 2 
Jul.y 9 
Jul.y 1.6 
Jul.y 23 
Jul.y 30 
Augua' 6 
August 13 
August 20 
August 27 
Septeaber 3 
Sep,eaber 10 
Septeaber 17 
Septeaber 211-
0ctober 1 
OctoberS 
October 1.5 
October 22 
October 29 
No't'eaber 5 
No't'eaber 1.2 
Nonaber 1~ 
Moveaber 2ii 
Deceaber 3 
Deceaber 10 
Deceaber 17 
Deceaber 2~ 
Deceaber Jl 

1939 
January 7 
January 111-
January 2l. 
January 21! 

Jlulber ot lloncu-. 
{Ia~) 

2,~ 
2,~ 

~:~ 
2,582 
2,li07 
2, 626 
2,&ie 
2, 67! 
2,693 
2,712 
2,'73& 
2,7b7 
2,!07 
2, !.53 
2,!99 
2, ,38 
2 ,9&7 
2,~3 
3,017 
3,039 
3,o67 
3, <.'1!6 
3,1.02 
3,ll., 
3,120 
3. 129 
3.137 
3,l.b7 
3. 201 
3.~ 
3,263 
3.258 
3.~ 
3,21.6 
3.1.85 
3,139 
3,083 
3,021 
2,980 
2, 967 
2,927 
2,~ 
2,!.!3 
2,966 !I 

Fe bru&rY 11-
SoUJ'Oe: Won• Pli161••• •«etalatrau• 
!/ Cont1daDUal. 

';!e 
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i"EE[: .taerloaD lllb&811Y, Rio de JeaeU'O 

DUS: hbruuy 11, 11 a.a., 1939 

1'(). : so 
ae:rerence ., I o. 48 of J'e'bru.a%y ', 11 a.a. 

I - ~oraed bJ the Director of be~ ~t the 

3aDk of BrasU will c1oee excballge for aatllrl u .. ad 

a,uy qlJDtaa froa Juuary 8 to Jmuary U 1Dc1uaJ.Ye, 

<l.tL.-ing the -ell: of hbru&rY 13. 

?'leaae ~ora Cc..erce . 

SCO'fTD 

~21 
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DatEd Ptbruary ll, ll.~9 

Ro:c' d 8 : 55 . . .... 

SEcrEtar y of Stat~. 

Washington. 

209 , FEbruary ll, :1 p.~ 

POR TREASURY ~ BDTiERWORTB. 

Tb£ f orEign o;e"ra~ markEt was quiEt today ritb 

:stErling inc l inEd to b!E o f"f'.Er td. Gold was f1.x£d a&; 

148 s~illings 5 pElleE tbE pr Emilllll bEing o nE FEnCE a.a'

of thE 132 bars sold :iOO wu- t suppliEd by thE SM.tbb 

fund ; 15 WErE ma.rri.Ed. 

PEG J OH!ISO!f 
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£23 
G?.,\Y 

LO!DOII 

Da:ed ?lb-. uar~ 1~ 1o~c . "• -~-

Rt:c 1d ::5 a5 fi p~ 

':.:&-7 ~ =:::""!. ::!..~!::. :~~3£as 3a_ol: i s attc::10t1r~ to arrs...~£ 

! :r 1 :C :. . :•::>: • J.:ll') ::-IT;;>lrtnt; cr t:11 t to r r nnco Spain. 

::~#0~=!~ ~-, ~t ~~~ht ss s oon as a suitable oppor 

~'Y ~t~~~~ ~~self ~ut uhcther this psrticular 

i::l!.OiT:::"' !~ !'" se.1 c r ::.ot thcr£ l a no doubt a fir= lnt.tr.t1o:t 

~ =~ ?&-~ ~= :~ 3rit lsh authori ties to usc t~tir 

1~~£ :·-·· ial ccoL~c and dipl omatic ass t t s i:: 

--o6. 1.s T t:..l _ .. ~stood i n tht CltJ ... h!.Ch l'.SS sl:WOFS 

~1T:rC ?:-•-.-o a::.~ i l! predispos ed to coopcrau. 

: ..,: . b ;:::-rriously reported business !'.as for ::;a::y 

:m:r:.•~~ ':u: at a lcnr cl)~ ln the city and consequently 

e.:.J::"r ! s :'l..l.k 0 : 1r.1prn:Ung a.:;al£1L"1at1ons s nd of • quiEt 

~C.:.-=-ur" :;:s..~1euarly anoll£ stock brok1n:; hcusts . 

~~tEe ~£ to ~£W York be1nr closed the :or c1gr. 

rr-:s=~ ~~£t tss been even (o} actl~E t~an ic r tc cct 
days . 
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!IC -2- #214 , t'rca L-ondoa. ? tbruarr 13. 19:s9 6 p .a.. 

days. Tht dollar haa rma.lntd ataad.J and 1d1t at around 

4. 68 9/16. Gold wu flxtd at 1 48 sh1lllngs 4-i pmet• 

a t p tnc t proaium• and of tht . 179 bars sold th£ 

e rktt s uppl1 td allJ 97 wtr t 111arrltdo 

!U.P 
11PL 
(•) a pparent ool ssl on 

! I f l 1 ,t 

. . 
I .. 

JOHNSON 

. ....... ·- . ... 
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?~brUP~ 13 , 1939 . 

IZ:3l p.m. 

"~llJ , ?'en..~--

Yes? 

"'"':: t~ !.t; c:>~1 ~~ee 1· .. ' ~ ::.:· 211r:;ee :.1 ln that -- th1~:1nf! 
:.'le :.. ~r.5: :>v ;;r - - t hP: 1t r~ul:l. b!' :::luch ::':Ire "ffeot1ve 
1~ :"·:!"~ !. eld r~ul! Pc:. ., • .. ::e -C!:P 1:"r:e:-. ;,f t hFt com-,1ttee . 
... ;,.,. i~ 1 f -- :·~u ' l""P _:..:e c~ !:-:!o:. ?~ t~.a .: ~r=itt.ee; ~e • e 
:·~:._r .!J ~ e!F:.:"":.~ , :..:: ... ~:. lee:c t.~ -e t~ t.. 1~ - - t tat 1 t. 
- )·..;. : !. ~:c~l~ :.s-:.e =-o :.t.!trr 1~ ~~--:eo '>:" t ?:te ec~!lOC1Et.s · 
0~t.P~ ~~ ~~~ ~~-~-~ J ! t~·: ~~~1t~ee. : t.h!n~ the 
r:.,-.>::1e ~ c: ~!'-!:. c~ ~:~ - -~ -~!"':: i' t1:e:.r '!"e - - !f t~ey • :-t
~)~~~-£ ~~~Er :=~ -~r~c:~,- ;)~ t~~e~ne el $e ~h~~ wh~re 
:.::e:: u ve ~ .l s:t. , f"~- :J~ ~.:~~- , 0 E a c!:e.ir-~'1 :lf t he 
,..,~-=· :.:ee -- :.:.ey ~N- :l~!t ... :-.:.1:· t.~e.C!ne bee~ ~tt' .. f~rth 
a::.~:::: t:::.~=:£1-e":: :.:: ec::~)=!::.t: , s.::.=. -- ar.d ! t:"!!n.k fl.fl a 
:.~tt.er :J~ >r::Pr.1 :0 ~!.:>~ ~!" ·-.:_!" !" 1eld., rh~ ~:)':'6 the 
.~:tel~= reeztlj!': :. ~ !""~r·,t:..1~ cr:~ -- e:.t: r.a s g?t. tine 
~c:>~.::: !.c ~'1Ce :-£:F.r.t !r.g s~ T'tll, : t.h 1n:t ~ers~nt.lly 1t \. 
l'">uld fsc~l~;:. !'o:.e .::s1:.:e rc t;reP:.J.:· 1!' if !hf f lold 
-. ><J:i.~ t.~e ;:.;:; c::a1r:~r.:- ~f t.ho t end no e:: ~n:>ll11ft. e?!">•J1d 
Ce :~~ ~~~i~oFn ~~ L~ c.t e~cm1t~~~ . 

~. .... _,.. - "" .. - ... 

;, 11 r:..;:. t. . 

S~ t.llP t. t.:zey C.~c ' t. :i'-.1c/: :'c ~:71r..g t~ .?~t ey t:Pn 1n . 

Yc~ , • ell, -;.');. ' r.. :·~u -- :!:>!"1 1 1.. ;: :>u egree u1th me on 
t !:st.? 

- e 1 l , .... er~ )i!f' 11...-: , 
ci:E1~S":. 

~~n •::. tJ:J.:lk t.he r e ought t.o be any 

-ell, : £no..-, bat. y oa've 
- - s~=e~ne ' s g:>~ ~o ~~e 
g~t.::.Lne ~e r e?ort. out. 
~1~e the re.~rt.. 

~o t. t.:> ~Pve <:>ceone ; :>t.~erw1ee , 
rH ">'r.!'1o11H·· r.,r cP.ll t.ns l'nd 
-~~~y 1 ">n . ';. necessa.-~J ;· need 1.0 
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~~- r~•,, __ • t~- lc_ be -· n~ A•''l.~on , 'o"• l 0 "\ • • • 1• ~ '' "'"""' "' ..... .- - '.-."" e-~.- _ .s:- - .. F . ..,~ 

se::ret.0 1':t t.:> t.;-.e c~::-..- 1tt.ee 

7~P t 1 S well , that ' ~ -- l~t '~~~~~lC 0: ~~C~f~8~ 
t~ t~~ C~W!-it~ee Pnd lP~ ~t, -- Fnd ~~ ~~c ~~~!~~e· ~ ~
i£C t.t.'.r -- gei.:l t:t t.!".er .. :O;'e" :~er 2-"'tz ee~:i_:.~ -- ~..-.~ 
~, '"":l)ns ible f?r e:ett.in .. • :. "'.P ~t ... >~t j?~:. .. 

Eut- -

~:-.Pt. ' s ell rig..:~ . 

··'ell , T ~.- Jn ' :. - - ~e-: , .... l:..a!..! :·> .. -~ -~- ~- :.:.:!..·:: :. ~ ...... 
t."l :"rl~'1:t? 

- • ! , -• !: t.:: :1.,,... ~~ ' - • . 
1"!. t!-.. )\.l I' xi Fee- 1:' ;7J • . 
:·"' c. !l' i~r.l~n ; :"n i':"!_rl o :c·~ 
'" ~hP~ ~nd Eee t:1~t ~~~ 

) • --. 
.ln ' ~ 

C:!: - -::- :e~ -. ~· 
. . . J ~ . -

~z.ref' -· - · ... 

~~:.-: -=:- • 
e t ~..;.!'~ 

::e . 

~;.. ~ !"'~C.e 

')''" 

~ -:e:;_ lN ry 

• -· 

""':Ce :-~ '!.f t.h~y i':P \.': ,., c:-.r-t r""l~rt , !:. _, .... ~e 
c:~P11'::lf.o~n er. ~""co:-: _P .. ~L. -:...tJ'!":. :.:..~;· oa. 

- ~ ..... --
t.'> ele:~. "'~e, t.C'I;t.. ' ::: ·1. r., · ~~= . 

P ... r:..~ 1!' ~·e ~-, :,i_ ._ c , 

~-, ~~et ~e C~esr. ' t 
-~ 1 • ":)~! :. ..111 
~e ' :: .!"t . 

-- '*1.·· -. ·-

:e, 1'·el:, C!!rr:1 "-1! :"'e ! _;. :-~e::.::· o:: =--~~·.:. ·:·:C" .... 
n c 0 .:i~t.te!"" ~f :'..,ct J : ~~ lr.~t' :. ) : .~::~ £;: J'::~ ~: -:: • 

Pnc' : t?2<' ~·.trry tt:s:. - - ~::· :. : ... t -J:-" T~~ ..;-:.,.• '1::- r 
~~crf 1 e b~~~ lcfl J~ :~ -- ~~ : t: !~~ ~ : $ =~ :~~: 
1t , .. z a ~1: ~P-:~e . : ~.,!.!?"to: t::..:.: !: ~~~=;.! :' =e 
1t , .. r~ R ::.!.Ete...:e f ?r :1"'1 :..> ~ ... \·~ :"" ~~ s..&-: _ : ~· - :"t; 

.:_-,:>nt1bilivy , e.n:-" t!tt. t.. : ~~1.t ::::·~: ~~ -:-:t·z .. ~ ::~t t.-!" 
., . .,rt: if i:c -- ~f -~ " ! n ' t. (.c •;a::. t..> t~..::. :~e ~ ·F!!'.=! ~
rr 1p pn•i i f :1e c ,,,,_d ..lerel:· "' :~e ec'l!i~~~:: --:J:'.-: :..:: ... • 
- - anr I fee l "v::e £8-e rb~·Jt ··t: 1tc? ) ~ ~Be~ . : :._.1.:-..k 

tn•· t 
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~ell , I-- I t~l~! !~ · ~ ~ :i::~~e ~~ ~ve t~e~ ~~ 1t, 
beceu~e rAen ~he~ ~, !~ -- 1t ~E~ers ~e~ tro~ -- 1~ 
dpt.er e t.hP:I ~=- -- t.::e. lp•~ ~\'er b'!lc''!Yl!rds, 1n ?U:er 
ror<t e. ::ow -- rnr, t.l::l!,.,. e 1t. t.:.e::-e a-r.C they -- ~ou tr;
t ? rec~nc11~ Al ~·ce ~l!n:e ~# vie~ ~~~ -- sn~ 1~ -
you ' ve GO t. the r~s~~f 1~1 11:y ~or 0et~~-E t.he ~. ) !"t 

'JUt. , ::.ee'? 

-ell, 1f \"?u ' 11 d :) t-::.1F !', :- :.e -- 1!" :-~'.: :!'lr:':. ::.!n~ 
~lopr!ng lL ~!~C )el5r. l 

An~ ~hen "Lel: ~:.! :. e :.~ =r~: :E> ~c:L, i t. rl:l Coe f'l:. 
:-1.;:t. 

~C ll , ! Cea!l , 1!'" ,Y l "; : '.1!:0. c:~ ..r t.!:. !.t r!_t.!:. :''r'~P:'!.C 
='e ls.no ~nti. : ~en !.:" ~t · ~ P:!. :-!.5!:t. - lt.!l - 1=, ! t' ::,u 
A~n ' t. ~nd tell~~ ~:-7--

Yeeh . 

'l"!la t. Te d:m ' " ~E...'l:O 
c~re ~r ~e r~Et.. 

-.-

' 
' 
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?ello --~ell~ -- tP'lo . 

)per l't?r: I h•ne O:::mgessc..,_, :~c::ormac '<: . Go ahead . 

.. . . , ... 
: .J • • 

:.: ::P; 

·.:. ;r : 

... . .. - ~ · - , • 0 

••• 0 .. - ~ · 0 ... . 

.. ;r: 

.. . -· 

"ello . 

:c~~·t ~?~d . : -an~ed t~ ~ 1nrl -- sa¥e you - - ePve 
b:>t'ler1ee ;·:>·J s:>l ns down per!lon.olly on tile C:>llect :>r 
? ! : r.t.erns.l ~c\~enue at ~"ltt")n -- C"' :)t,11.i ,7"'):1 g1ve C:f" ~.n..v 
-- CJ ::·;e~i 03!"".t.]=! k 1f ,YO't CAn, c; ive ~e F.._"'J.Y -'Jre C~ ""'e 
1:. ") 

:·., , : t c EO:"TY : t"M ' t. . 
r~ere 1~ !~BLCE. As a 
we -- we ' re c :>=pletely 

! don ' t I-.no~ -- I ti :>n ' : .m:>w 
t!IPtt er :>f ~act, ~''Ju cl~t eey 
et~tlled . 

: •o for ~e r esl fPll:>r . 

-elL, rl5~t n:>~ it ' s st~lled . 

~s a e2tter ~r ~act , conf1de~t1ally , ! t htnk thet .ob:>ut 
e verybOO,.v "''uld be t or it l o 1f -- bec~>u~ e ther e ' s soue 
f:>r '}:>ugan, b ut I t 'l ' 1\Jt that nb :>'.lt everybo:!:r ..-h :> t6 - 
'I'" Juld t.aYe ;or.e~et: r:>r t ht' lr eecond choice . 

~ell , :t:>ue~'n ~ e d;nrn here last weel':, a.'ld l:.t> deoan<'.ed a 
tearLne, th~t hP h'~ nevFr hfd :>ne; I arraneed f:>r ?n• 
fo r 1o Ute rollowl.ne d ay >'l t h ';:> • .::t1SE1oner '-'e l v • r1ns , 

and he !:eve:- ~ l we<' I.U) • 

I eee . 
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And ~t ' s t he last I 've hea~ or seen ~r ~!D . 

H111- h!:1. '!"ell , t.hanlte, Socretery , ! -- t.h!'t save! you-
se.v eE .f:lU - --

"'ell , t.il!lt. 1 £ where 1t. stood . "Te gave h l o 0 t i me e nd 
everytb!~ else ar.d he nev~r eho~ed up . 

~~ said ~e ~-r.t.ed to clear up h 1e rec~rd. 

: .... e Jr .. :,:· t.J:.ine: i£ 1f ""'e 1! ~e ' re ~'~r..g t..:> ::l ~ any-
t..::1r:.g -e =.1.S):t. 9 £ ,. • .,,1 gPt the be::efit. ~or t.b P !l t'Xt 

l! :.:..e E_;.,..:!.n:.;:ent. , bec~\'Se t...1s !"ell "''r ::a~~e~ ) f 
c~~Ee, =~ ' E ar. ~U~$t.~n~ 1ng r.an E~C every~~Y 

AC a :r~~er -- a~ a c~tter -- tAe ~n~r ~erEon I c~uld 
re~e:- <·:>at.:- r Juld be t~ JiM Fhl'le;: . 

I ~;ee . 

All rtc:;.!'.t. , :> . ;:. ! .,,uldn ' t. •·llnt ::~:J ~ ~ t!:1'1k t.h.ctt :!: 
•oo~ s !..:l:.l.~t.!n~ Pb)l.lt etnllir~ 'OeC£!!£e : <:'!.)'f\' •·hrt t.bPe 
£1t.uc~!..,!':t; ---= itn:>tf t.hF t t.nere ' £ a ;t :.:.1~ :1~~ t.h ere 
t.nl':O.s - t.~& t. .nF s g~t, t.:> b e hs.r:t!le! r!.:..~ s'l=e ~ e11cr_c~· . 
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'-'e11o. 

:.:e11o , ~riner. 

I talked to Delano 

veeh. 

~~~ : also talked LO Curry -

Ye'iJI . 

FebruPry 13, 1939. 
~ :48 p.c. 
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And thpt D£tter that I ~leoussed with you 1s ~erteotly 
Pgreeeble r1th b~th ~r to~=- ;s ~ cRt t er ot fRet, 
Curry ,..;:,ulC. very :11\lt'h ;re~er t o be -- to have more 
:"ree"\ot. s s "' DP""1l)t>r 't.hlln he feels he .. :>ulc h!' ve ae 
~hP 1roon. ::e t il1.nks he ' e o:>r e or lPeE deterred tn 
end 1n trying to rec:>ncll~ Pll the d~ffer!'nt ?Oints of 
\•1er 1t. -- h~ sAid he ' ~ s~·m~r not. hf' ve 1t.. 

\ 

' :.nt\ !)elan? thlr.ke thl't -- tl:Pt til•t. arrane:em~nt !.e o.ll 
r•~ht. Thl' t Duffle' ~ ~ct •e :tP secretery ~nd asPume 
re€pons1b111ty for getting lt t:>set.her ~nd getttng ~ut 
o. re;>:>rt. 

!'i.,P , I' ll tell !)'.l!'fVl<~ r•S):t s•·!!y . 

:hank you . 

Cl:>?d bye. 
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Gi!) UP r.IE£TI NG February lJ, 1939. 
9: 3,) a .m. 

?resent: Mr. Banes 
McReynolds 
Klotz 

ii . :l.Jr: 

~cR: 

H. :.I.Jr: 

!.!cR: 

d •• I .Jr: 

Klotz: 

ll.l!. Jr: 

:.!cR: 

llr. 
ll.rs 
llr . 
llr. 
llr. 
ll.r. 
Mr. 

Haas 
l!uffield 
Locnnead 
Gibbons 
Foley 

Mac, wllat have you got? 

Tne only thing I•ve got is tllis letter. I don' t 
think you '«ant to go into it at tnis Gleeting. 
It's a letter to the Pr esident about this F. A.A. 
Be asked us t o pr epare an ans"Ker from him to 
Sheppar d . 

(On phone) Hello, Janet. Wr. Gaston' s on his 
way up to tile house, and on the left-hand side of 
my b ed there shoulc be soce pamphlet - says some
thing about testilllons befor e the Military Affairs 
~ommittee. Ther e are five different sections of 
it, and if you coulu fin~ it Wr. Gaston will be 
up there anj nave it ready f or llim . There are 
five sections of it . ~nst? Yes. It 
says "Testimony before ~ilitery kffairs Comnittee ." 
Ylill you have it r eady? Thank you. 

Do you (llcR) think I ougot t o tell th~t clerk up 
t her e? 

No, I don't tbi~ so . It was h&nded to him by 
t heir lllili tary adviser . 

(On pl:lone) Who t 1 s 
Affairs Committee? 
to him, please. 

the clerk' s name of the ll.ilitary 
~ell , find out; 11 11 talk 

What time is it supposed to be, 10 o ' clock? 

llell, Mac, •• • 

This is a letter written to the Pr esident by Shepperd. 
Be sent it over and aued u.s to prepare a replY. And 
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d .~.Jr: 

..!c:t: 

B .~ .Jr: 

Duffield : 

ii . ~.Jr: 

;:ufnelo : 

&. lot.Jr: 

llb&S : 

IL li .Jr: 

~32 

-2-

it's about the appointment or that Federal 
Alcohol k~nistration Board, and calls attention 
to t he f act tnat he had never appointed i t . He 
wants nis cnence to select somebody. Just a sort 
ol' a - Sheppard lcnows that he isn't going t o 
appoint anybody. 'ftha t ;ve ' ve done was not to 
cocmit ourselves, because after all we ' r e preparing 
a ~aragra~h to go in the r evenue bill •• • • 

How do you answer it, Uac? 

t •ve got e memorandum t o the President telling him 
the circu:>Stences. But we• re merely t ellillg Ilia 
t hat in view or t he pending r eor ganization legislc
t i on, it didn ' t s eem appropriate t o do th£t. That' s 
the state~ent t o t he Pr esident. 

(~igns papers) 

J ust a r evie-.r -.f the f acts . 

nll r!.gnt? 

Tha t ' s ~11. 

Be r eady ~t lJ o ' clock. 

At 10 " ' clock. -'ell, Wni te •ent out t o try t o 
rewri~e tha t stuff. If you don't lUnd =Y s aying, 
• thiDA it' s terrible? 

Do you? 

on, I t lliM it' s awful. I '= just :Usgust ed wit h 
the tb.iDg . 

1en oen usually oo that ki nd of a Job. 

(On none) Hello . - ~r. Smalley, Kr . ¥orgenthau 
speaktng. 1o1y testimony, at least the copies of five 
sections of testimony you sent down to c e • • · Hello? 

_ ~ney • re on the way up t o the &i ll now . llley 
may be e re~ minutes late , but I Just want you to 
know that Kr. Gaston i s bringing t hem u~~there him
seLf . I just want ed t o let you 40ow. {~nv . ends) 

Now, I t~ it' s terrible. First pl~ce, the 
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language- I've t old this all to Barry, only 
stronger - it's very technical language; it ' s 
the ~cclas l anguage . It doesn ' t m~ke sense to 
me; I don' t know what it' s all about. It was a 
good memorandum the way i t first came. I mean 
it ' s - I ' ve got to have o heck of a fight this 
morning; I don ' t know, I just was disgusted . 

If you t hink that's the Eccles language, you should 
have seen it in the fir st place. 

lia1>s: 't es . 1/e had a bi g draft . 

H • ..I .Jr: 

Luffi.a l c : 

H. :A. Jr: 

L>uffi eld : 

H . .b . Jr: 

Duffhld : 

H.:.l.Jr: 

Ha~>s: 

H. :!.Jr: 

Hanes : 

H.:i . Jr: 

••ell, I just t hink it ' s terrible. Nol1, I 'm generous 
in my praise when I like somethi ng. 

Yes. 

'Nha t? 

Sure . 

And I don ' t mind saying it . Now, incidentally, 
N.l.. oi . have got out exactly the same thing. Have 
you seen it? 

This morning. 

I'm going to s t,;rt off the meeting by r eading 1t. 
And they've been very f a i r, und they •vrite it in 
language I can under stand . naanagement Seen Erring 
i n JuJ ging Effects of Governnent Programs . • They 
critici ze themsel ves . •u . s. Policies Block Upturn, 
N • . LM. Finds .• 

That•s t he analysis of the last depr ession . 

What 's the matter, how to go ahead . 1 1m going t o 
find out who was the brains of this end have him 
come down and sit down with the fellow. Vlhoever 
the brain is, 1 fi gure that be and I b oth bad a 
good idea . 

n~as tba t in today • s paper? 

Sunday's Tribune . 
But 1 just can't pour it on too thick bow disgusted 

' 
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I am witb that mea:.o r aniua y ou r .. u.:~ws gave me. 
Now - :md "e just - we •Ye sot to get something. 
I mean let me Just read a typics.l t h!ng . 

I 'd l ike to submit mine &long With the manufac
turers and t hls f i r s t one aoa the second dr~ft, 
because I ~orked over the fir s t =~orandum. 

The thing that made Harry sic~ ~rti:ularly ~as 
.l'hen I said, "The whole e:spb.&.sis is on Goverlll:lent 
spending and only incidentally ~rivate initiati ve. • 

I .1ent over that Satu.."d~:;, :::ld I ' ll b&ve to cisagree 
Ki th you . 

Tna t's all right. 
I ' m not half - I ' m 
ther e? 

He coes t oo . But t he whole t one -
calc c~~red - were you (Lochhead) 

Yes . 

Did I pour it on Harry? 

Yes, I think you put tne sal t in his wounds . 

~ell, tha t's the ic~ress!on l 1 V e botten; a&d I'm 
particular l y s orry because - we:l , a gain N .! .~. 
has led the way now. Ae• ll see . You don't agree 
wi th me? 

I d~n•t agree thht the en~sis is &ll on Govern
ment spending. ~ybe I 1 : :dh:ec:e:> by the way it 
was A'nen I first sa• i t. 

I t hirut so. 

I aidn't sec th&t. i>ut • .1en I get t a.is - I'o ver~ . 
l ow. ~ou•re (Hanes) go~ t o be her e a t lJ, aren t 

you? 

Yes, sir. 

We private initiative fellows nave got to ~tick 
t ogether . These Govern=ent spender s , you Know, 

"e made progress, as Gene says, rroo t he first 

dr aft. 

... 
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All r ight. 

Foreign markets a~e ~ulet . ~ae New Yor k ~rket• s 
closed t oday . Knoke i s down in my office . I'o goLng 
to get in t ou ch wi tb tae ot b.er s i de . 

Harry wa nted t o leave tbis t o show there ' s been 
a fairly heavy inflow tllJ.s last J:eriod. !<othing 
very st£rtling . 

One 1nterestir:g t.a!n<; is tbst Fro.r:ce !:IE.s been 
gaining dollars this l as t week. T!ler • ve gained a 
total of about 15 o r lo Dillion aol:Eors . !hey 
generally turn t~ t al.: to gold . They've been 
,.u tting th1s ov er into one :.ccount in tile ~ed 
and ~ee~ing it dolla~s tn1~ tice, which oakes ~e 
t hlnk t he7 1 r e bu!ldi~:g -.~p L liollf,. balL:lce fo~ 
tneir air~lene purchases , because o r d inerily 
they • d convert t aat t o gol:i. 

Answer t~t for =e. 
get some ~i.nd o f 1:-n 
letter t o Locbheaa) 

You' r e on South ~erica . Just 
aAS-er . ( i:!r.nds an inco:Ung 

You • re boin& r;o s eoo r;n.:.t s:uff over t c llr . au11 

r or me . 

Being ;ao1:ost;~teo now, lf0n 1 t b e r eady lZitil lJ 
o • cloc~. lakes tnree ,u.r ters of an aour . 

naen it ' s reacy •••• 

hS soon as it ' s rea~y, I'll ~ve three co;ies go 
ov er t o ~. Hull . 

Congr essman Sab£1:h •as over to se£ =e ebou1: Easter n 

Stct es OH . 

ACCartny 1orote us a letter £bout tr~s o~l ;~;leg 
cuse . .'ie•ve been t.ry!!:t; t o ge t. "' ..:el&y in it,. let t *""• 
t he S t ate Departr.ent se!¥1 t ::>£n do..:n 1:he:-e: 1 ne got 
& r eport on i t Ss tcrday; the Kex1~ans woulc~ t l et 

h 
,_ __ , _eut 

t his fello~ Ae sen t oown leo~ ~t t eir uuu•s · 
1:n1s thing you or I ;:6.0 do nothing about . 

I'd li.JI:e 1:o t au to you u~out iirs . ?lj(e, to.e 
Collect or of Custo:::~s it: l)b.io thl'1: the ?resioent 
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~-t~ ea:r~ 1o J OII:r il.auds . 'fhe Pr&Sideat told 

ae a In , ~ U he nnu ~le:y I u t 1o place 

o f ~s . Pike, WOT, ••• • 

I •-.e go t to s ee Donahey, or cov;rse. i:ooahey tb1 nlc o. 

llrs . P:Ute i s eff i c ient. 

You and t be PresJ.f1ent •• •• 

I _Just wanted to let yoa b.lor. Jt.a b ~t Xrs . 

?ike . Sbe _ t;o t up at C'aieqo 1o 19x; then tbe:r bEd 

to acce pt oer. 

'iell, yo u l ook &ner It. 

I Just .aJ:~ted to ••• • 

Beoe:2ber, she' s a lad.)- . &ll r ~t? 

O. K. 

Geor 6e, W'1ll you !i.Dd :lUt - q .s::>!l !ioeer t nnts to 

k:Doe 1f b oy s • orll:i.I:6 t bdr R;r ~'116h college 10i.-li 

OP Ifill not be exe.:q:>t f roa S--.: '=1 Se;;:c-! ty . He 

~s they sho w.ld be . Till :;ou t"i.Dd out, &in 

ae a l1U le •e.o? Gi-re 1t ~ L-s. n o tz. . He n.nts 

to kno• •bere t l:.ey s t.uld: toTS tha t are ~mrklll& their 

~ through collece . £ e tn t ncs m~ oQCht to be 

u e.pt. 

Brown is pl.aani.og o!l C'QM! ~ 1o ag:~U. t o.orrow. Then 

he bas to go out to Ch!::~. &e eo':ll:i be back i hurs

~- lie ' s 0 ::1 a ;tr'06r&a o :rt u:ere . &ut o Uierwts e he' 

be back Friday . 

!bat' s all right. I'll s ee h1.a det'1nitel:f u.orroe , 

1.! yo u r eaiJ:Id. ae &&aiL· 

<fell, Ut:aer u is supj)C)Sed to £0 b ef'o re tbe Coaaittee 

oo .fednesda,y. He a sked se ..tRt ! tt~Du&ht a bout his 

be~ bau 11a.-e ~~ cr ht.e:r 1.1: tbe wHlt . I t old 

b.ia b7 ell aean.s t o c.&ke 1 t ~:r U' it • •s eonTea 

lot, because I Ulollolht hE ~t to b e cere , 
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for lltaeyEr .:.: ;::::1.5ult. 

nrs he ~ep~ busy Thursday and Friday? 

Y~s . ne baa 'oe ~r~nscript of all the testimony end 
~e ~~ tu~se ~ues~ions tha t Altmeyer submitted t o 
y ou. "e ' re a:.! w a,gree:nent on tha t , including 
Sroftn. ~ri :e ~is=usseo this va ria ble gr ant; • e 
sp.,nt :usil' c~ d•n hi.n on that . 

·ell, s~-~~~7 ~rninl I t o l d Urs . Klotz there were 
• •o t c..ir.6:s I w !.sr:'~ •.O? on; one was Bnzil a nd the 
o tner WEs E~;:!E~ s~;:urity . At least I'm abre£st on 
ora:i: , bu~ I'~ s•ill betli!XJ on Soci61 Security. 

f>r ovm :l\!60"t t; ~ CE"e ~ ctu.nce t o t aL£ t o you for ten 
:U.nuces on ::..ue~~ay . 

cie Mill . 

Becs u:se it 's t ~~ .,t:.es t 1on of Feder al subsidy . 

r.ell, l e -;; ' s te' ' ~ o.)w, :.trs. Klotz . I ' ll tell 
nic - frewl ll: l; to 11 we'll meet Brown • 

• 7aen'? 

l.: o t E oo-;;~ :-:- :-:: , r t.r.llE on the t co rpor a tion idea 
t~~ ue ,~;- =c ~ o~no t o you, which I • ll i lve 
t o :;ou &Dol ,e_: ;,·ou 1n five Ulinutes about toe lunch 
I a&c •Lt~ ~ ]c;•erQay . 

n igat a fter t~s. 

Yes , 0 ee<;c.se a :. ll o ' .:loclt I go into a Uleetin8· 

SQE.ll I get UlC• :tuor 6ndum? 

( i o Foley) ~ ~eea . 

-
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There was a gold case in t ile Supreme Co=-J; last 
week. I understand llr. Ol1pl:lant aut BOb J'.llc:ksOD 
had d ecided t l:lat since the Gover=.ent ·• :u'!:l' t 
directly interested, we wouldn' t part~c1p£ce, bat 
mere ly observe . It involves a tore~ ~~er, 
whert- tile bond cont ainea an option to ~ lD 
guilders or gold, ana he ' s clal.:Li::l& ;:ap.e:n !.1:! 
unrevalued dollars - the equivalent 1n gu:Udus. 

I understand tile Court is quite troul::1ea £boct the 
case, and 1! it' s all right with :rou I'll ~ i't 
over wi th bob a na discuss sub:littiq SO!llle~ to 
the Court t o state the Goverrment ' s ~t:i:m. I 
understand tney c r iticized the Gove_~t be~use 
they say they're interested 1n r uttic6 1ibe:al 
judges on here t o carr y out the Gover~t•s policy 
and t hen yo u don ' t tell the judges •aa~ G-e G~vErn
ment• s policy is . J.nd •e have :10 n:r o~ ~ 
what t he Aaainistretion ' s positio n 1s 

Ifill you a nd Robert Jackson t ake c:..re a~ 1~ 

Yes , sir. 

Swell. 

S t ate Depa rtlllent last Novecber sez:" oY"C" e tll.l t.o 
amend the Trading-with-the-Enemy Act t:.G ~t Dis
criminatory control by for e!.&n gove~ n>ere 
payments e remede t o ftmericans ana perm2~ cce 
.. merican Governoent to c oofi.sc.a te ;:a~...s "' 
people in tho se countries where such ais:r~tion 
is going on. 

Now we ' ve gone' over t be bill a~ •e• v: ~e sa--e, 
addtti ons and some cllan&es. I b.:lve a Letur seoa ng 
1 t back t o Hull, s aying that it is e ~s ! o r fur-

ther discussio n . 

I' d like t o l ook a t ttu.t. 

Just a redra.rt, just leading up to 
a nd 1 thin~' .10e ought to get it oat 

back there. 

UIO!l~ ~si<::n, 
oC ~ ~ get it 

Well, if' )(r . Ilanes h as tiae to rea.d 1t, ll'd Uke -
I'd like soe~eboCy t o read. it, if 1:lU d::r:•~ ~. 
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before it goes over. 

:Oa]lor has been over i t, 6 a:! 'lllit<!. 

If you don ' t lllina , ju.st l e t !lanes re< ~ it 
nis tL:e. I'll sign it so you ~on ' t-hold 
I would like Ha nes t o r ead 1t. 

.-.. o..u: !..!l~:?.!uce 'rhls do esn't :1ean t~~ t t •·y •ll • 

Ael!. , I Just o.snt 

£39 

a nd take 
i t, b ut 

it . 

.ie sub::it an &ltar~tive a :-:a!'~ or---!:!1 c= be discussed 
L ~ c lEter confercn~e • 

... 1: :-ignt , i:.d? 

Yes . ~e:l , one o ther t3Lr~ . 

?lesse . 

1h1s l etisla t ion ~bout &1rpl ~~! ~1 ~ . e worked on 
.. 1 tn Bob J ack son - t hi> t r.al ; ;.:-ne.l s >er to Louis 
Jonnson . 

Xes . 
an:~ xe E;::>t a n::>te t:~Et Lou13 :..:.:: s.:D::.!.!.:.e= 1~; to 
toe ia.::ust:-y f o r tae1r S\ll.§e3:i~ns . You sa!o 
t nat I s aoU:a ul.A r.o cot L::.. • .,~ :;;,;:b1 s ;;ovice. 
~ell, I did, and Bob ·~s ju.s: ;5 ~-~n ~;set about 
Jonnson t:.u-niog tae tn!l'l6 ~Yi? r t ::l o;.::e i::t;ustry e s 
we • ere; but be s sid it 44 S :1!5 ·....Cerstandl.lll twt 
tae ;>olicy 'Oas to be deter-:::.ice<: ~ t oe ife.r De;.ar t
ce~t anrl th~ t ~e ana J~tt~e Ye~e t o wo~k on ~he 
~ech&nics of t~e legi slati on. So ae ~eels t ha t 
tnere isn' t c.nytbinO he C6!: co about it, and he ' s 
w&!ting until Johns~n c'ne5 t~cs to 111; with his 

sugt;estions . 

o~ ell , personal l y, unla5S s:r.1eboQ;f in Lne r :.oo thinks 
o tnerwise, I tlli~< the t :-easu.-;r better dro;> out of 
it . I n eithe r r e6dlni t ne test~~ or re~dlng the 
?~ess - the ~ar De partment 1115 :~ on t hese 
sugges t ions - I r-ead it sX~e.c:1;;:-e - ~ this isn't 
~hLt tbey ~ante~ , anc so ~~rt!l ~ s o on, although 

• 

Regraded Unclassified



240 
- lJ-

they particip~ted aDd O. K. •a n erytnin6 . !low 
I 've just been t hrough t!l.ls thing once aDd I ' 
don ' t .rant to go t nroU(Ilh i t again; ~ lld l e t tbe 
k.r:r.; end Navy do what t oey want. I mean after 
all, they can r eport t o the ? r esident aDd let 
tbe ?resident ~ell to~. I ~ean r Just read 
~· test.imony all last nlgnt: lihat :uiVe ..-e got to 
no • H n buyi.ng tae planes? Hotllln6 . 'fieH, what 
~ve •e got ~o ao wi~n d~afting !egislation ror 
bUj'in6 thelll? ~~ell , 1~ -.:)ul..> be t ::1e saoe t Q.ing . 
An~ ¥nen ~ rea.d General Ar nold ' s sworn testimony, 
i t ' s just aQ8Zing, I oean, ~nd - ~ell ••• 

l~ ' s all righ~ .rltb oe. 

Good . I ' d jus~ let it go. I ' d le t her r ide . 
l ' a jus~ ar~p out of i t , unless •••• 

bob wants us to nel? n!3. 

• na even befor e you go back int o it aeain, talk 
to oe about it again. I :ea~ J onnson, a s I under 
stand , d rew up t nis tning liDJi approved it ; but now 
I just 1on •t want t o be tne goLt again, that ' s all . 
So I'd lteeo out of it unless I a s.t you t o get into 
it ar unless the Pr esicent as~s ~e to a sk you t o 
get into !t; then ;e1 ll do a little ta~g about 
1t . 

O. K. 
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u:s. -... ...... To • .ou'-'•v••o 

DCTitOI'T. • •c••••• 

FebN&r7 l~, 19!3 

rte E::::.c~ :e::I, 'I!C:" ;;et: t.hau, Jr. 
:ec:-et.ar,; c! -::..e :rea-~ 
T u l".!.oo,-u:&, :;. C. 

!cu.: Eoccr: 

rn :>e!:al! of J.rcbbisho;> ::oone:r, who 1• o;;t c: ~ 
e! ty a-t the ?rese::t tine , I ll'ish to aekrowle~-e rece!;)~ ~~ 
y~ur lette r e: febrlar] 9th and ex;>r ets the .l.rclt'!>l•!:c;>' • 
&;)j)recia t.!ee of ycrz ki,nd:-ess in se nding t"Jn a CC9J c! ;mr 
recent letter to :a= Coaglllin· 

It. 1dll :>0 doubt ;>leue the Archbiahc? U:.6• 7= 
!!sc:o,aaed U:e =at:cr d a recect br o.Cca.st d.lrec:tl..- 11!± 

Fa tber Ccici'"."P • .. 

!a:r l.et-:.er a:>d er.clcsures will be ~!'e..~ <:c 

t.h.e 1...-c~ cs s eer:,. a..s be returns . 

JAD: P 
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U1 dea r Col. ~Oabel 

TI\Mk ~Oil ! or J OUJ' letter or 
Febrwu')' 8th , :relatlYe t o t he a pproaoh
l ng n ett t o J:exloo of lir. 'fa111oh1 
J'ultuah l M · 

l nfor-.l&tlo n o f t h h nat ure h 
of .uoh lnt t~reat t o the Trflaa\IJOf l>e
pa rtcttnt an4 I a ppreela\e J OV lt ln4neu 
ln .akl n« 1\ aYallable to ua. 

Glnoer«lJ , j 
tr e\ 11.» 

Ool. ~ . R. : . UoCabe, 
~aa1atant Chlaf of Staff , G-1, 
~4l" Da part JHnt, 
-:aah lnt:t on, c . c . 

't•lr 
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-:~-=·==--.... ... c. 

Pebraa1'7 6 , l9S. 

l.D order to keep U.. ~....,. Depart:oont current 1d til 

certain efforts o r Ule I a paDeN CioTer.-nt to bolster "1> 1 ts t1JoaD.. 

c!al s!tua\1on, the t olloodJ>g 1ntcm:at1on tl'Cil a reliable. sOUl"Ce 

I s t l'llii.SI:l1 t t4ld : 

One Tanichi ?uknah1aa ,.. cl:ua t o l Mn Yolcollal:la on 

1o.nuary 17 o.nct t o arrtn In ll.exico C!t7 e&rl7 In 1'ebruar7 t or tha 

purpose ot ""llillg to 1apan.ue residents In llex!co China Ecerpncr 

bonds to the ..,..,.t or ..... 111.l.llo:. ,..n. :.her coaplet !on or h!a 

work In ~ex!co he expects to ellCBP 1A the ...,. act !T!t7 1A ...,._ 

and Peru. 

co 

I, R. W, W~CABI, 
Col.onel, G. S . C,, 

.:.SS!stent Ch!et o r Staff, G-2. 
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l 

I: order :o keep ':l:e 7-r-- • r.r-J ~~~ :=:rTent 
..-t:.=. : er-..&1 =. eo:t'f-: :-":a o~ ~ Ja.-,&;lt!H .,;._,_!1 ~~-: 'tD bol 1~er 

'"Q i:s !'1·•-.... ' •1 Ul."':a': l oc , tb! r~-: !.=..!:.~u~ !"'ro• 
a r'l! :.1ol.e a«Zree 1a t~~;-:..s: 

C'De 'f&m._o:.J. ~ ,_. C:X:• ':c la_ :r '" ..,ol?~•-• C-D 

l a=ry 17 aDd ;c ~n 1n !O.eltlco : .11:7 · c-~ 1:l Te!:!r:.>.u'7 
r::r ~ ~- d a • ll.l= t o .z,.-• ~~ta 1!l · xieo 
~ ~ •!"'"eA.'"J" too~• ~ ~ a-:o=: ~ c:J:l" ~=]en • 
.. -~=- .x-x>le':~ 0~ ~· ~ 1.n • n:x: :::. ~~·ts '::> e!)

;:a.,~ 1::. ':.:# a-=- a::Unt7 1.: " • -- :co! .?r:--

c -~1 : . 3.. ~ . --L~: 
~r_. i . i. :: .. f 
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TO 

""'" 

TREASURY DEPARTMENT 2SO 
INTER OFFICE COMN\JN1CA110N 

~-.:.rcctba 

~ Gecal C:OU..Ml 

DAn FE1 6 ., 1131 

n.e State ~ct h.u set to us tor co:>s1derd.1.ac a pr.u.-

1·•:'] d:-~"t ot an art "to ~-ct t.be llacut be in cleelin1 nt.h ~ta 

~1 .b-~ to credUon abroad In t.be lf.iltt ot currct cl1aer1Jdnat.a17 

eon t=ol ::>~ p11711111ts to Jaeri.cau•. 1s d:ratted 'to" the State Deperaont t.be 

b.U:, cu.:= !t.u bee prepared u an .......,t to t.be Tra4in& lit.h t.be &IIQ' 

!~, .,.wi pend.t t.be Preaidct to oc.bat cl1~tol:7 control ot pq

m"'te to Jaerteala 'to" t~ onlaltri .. 'to" nquiri:l& that poqaaats tr'aa 

p._.....,. 1: the lidted Statee to .uab onlaltrl. .. 'be tm"oed OYar to totE t'loited 

Sta:;.E$ ~e: 41.spoa:it1.ac in a 111111118%' preacrll>ed b1 tote Presi.<!ent • 

.. lzTe 2'edra1't.ed the State Ileperb:«>t' s J'!"Opo:ed =~«>t ill 

::-:!e: {a) to put it e11 a .ore ltOWld l eo;:! be.:le; =d. (b) to add ...tncimt 

~...cu u'<T to pe:ndt t.be Pree.idmt to deal rlt.h t.be probl• b....J...-.1 in 

!ta ...... ~ raK1fi.cati.olta 'to"• 

(1) Ghir:; t.he Preaidct cootrol aYflr all t'ore1iP boldbga in 

tC.1s COWlb:) u well u all~ !;old!-.,.~ =d. 

tl:us ci....:lzl.i t.be CoYe:maent poaer to ret&llat.e tor~ 

\.oey az>d ~ted etta 'to" ot.h&r OOUDiriU in t.tla fi&ld. 

(2) ~~ t.be Precident to mtar Into qreaenta citb othc 

cocatrba tor t.be purpoae ot protectiD& tbe interene ot tbe 

thit.-l St&tea atd. i ta a.at1=e1 • • 

llzrt.b-.-e, u ..,t1.aced d>ot'e tbe aet be1q ucmded u tbe 

~ lit.h tbe lbiiQ' .t.ct, llh1ch u umded 'to" tbe Jet ot kn:b 9, 1m, 
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u ll:t source ot ~· '!reuur7'• autborii;r ill the !ia14 ot .....,_"' CCIItral, 

,...... ~clJ'. 1! ~· State Depar1a41Dt 1.a coh& to ~ m:t ap.... 

:zt14D or tllU klnd, i t 1.a & .,ropitiowo tae tor us to cet l .,.Ssletia; 

a!dch ..,.;ld be halptlll in the ,.,aral tiald ot ~ti.oeal ...,10tcz7 ,...._ 

w..J.ona. fe b.a~e, ueord::I.D&]T, redrafted the aacd=et ao u to .w.1e ca 

to cope nth probleca 1n tb1a tiald mi.cb .. hl<n bEe~ .m the 

last few 7eua b7: (a ) aldng expllcit a ll1alber ot poars c-t &1dl 

ttae u no• -• doubt; md (b) P't':i.Dc ua a ...--c o ! '"• ~· n.ca. 

(1) Deal rl~ tbe "hot ...,q• rlb:atioo in .....r1aca of i ta 

a.s;>ec:ta. Here " b.I<Ye ilocl nded tile ponr to ot't&izo tl:ll 

iti'o=tiaD Cll !br~ holdirp ot pro~ ir tb1a 

COUDtr)' e:nd .Aaer:ice:n holdlnp ot propert;r &)::reed, m4 

to r egulate md Jlrl)hibit the~ or J;Z'Ope:rt;T izoto 

tile United State. .., •ell e3 the telr:::U:& o! ~ a<rt 

ot taia CCJQ:1 tr7. 

(2) Proteet oar •: iJ 1n ~· enod ot tllrat.e<:ed or ubal 

113.1' or o ther aer:ious fiCCDoaic ~ hc-e e: d::..........L 

I haTe &lao prepared e 1ette to the ~ cr Slact.e cclM'Irc 

c'lr dra!t. u 1111 altemati.,.. drart tor ~·~ o! !;i:e !a>~ 

a:::ta. In tb!a ~ • pou.t ol& --.; aU:ar t.b.!llp Ua~ it 1s art ; dhl• 

at Ul1s ti.:la dla!iDJ.tinlJ to pua ape all t.be pollc:r ..-u-s • .-! U.O Ua~ 

U:,e,.. are C<llllrUtuti.-l. q~ whicb rlll i:&n to be ..,..,,.erec! ~. 

(;., .f/· 

-----
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u ICf 

~ ~ t-2 .I.e~ or October 6 , 191.7 (40 Stat • .UU, aa •·-..:.·eded. 1s ~ 

2S2 

!"-..r . :< . 'noe ~ U.Ue o" tM.:> s::~~i-~ b ~ '"'!e:rt.Jp 

u! ~~c: ~ J.ct 0~ 1939-. 

~ t.o ~ -=!< acu- ror u. ;~">tecu- <tF t.2 ~ ~ ~, 

7::1~ Stat. ar -u 1w u.nar. ~ ?na~ a3". W llr .-:. ~ 

:.1.:t:aes
0 

ar ou..wt.e, ~ta. ~ta. ar ;a 7 tH~ (1) 104' 

::r = ... .......... s-tit.u-. aDil u. Sllpart.l:&. ~ -.u.. ... 

· : ·'"'nlc!•ac. al.UIIIo ar ~ er cw• -r ar piA ar an- co1a 
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:· . -- ''"' o: credit. ec;uiftl•te tburoeto, w:l.tbU. bdo, or~ or~ 

:-:..~.,.,: ~us = tz1T pl.cce .W:J-et. to the Ja--1-ucu- .. eo.r, _. • 

.__ :~ _..jec:t to tb" Juriadlct.ioo ot t.h• Oaitad at.at..J ...s (11) 

~ =~~ti<:lolo cn.s;:.oaiUaa, ~t., tr&z:ater, tr=apa:~ ... 

_ . ::-rt ~a--d:> ( a) IIUbject. to the Ja---i.~c:t.i.= ~ t<:e Cldtad ~ 

•• !.::;" --'• z tea or tl.l forei~:~~ cowrtriu or catl,.,.te ~ _., {'I) 

=± === •=nncr no tbe Prooicient r1Ddol b ~ ' U. >be~ 

r'--' • l.::t or u eongresa aq oth8rw1.$8 ~~ ....,...~. 

·--·rr. a=Sc .... ct ~·12:7 
?--.:.. 5- Jz:t;r ~"llt., convt.'7c.uce, lotoA.,....... • , 

•- ~ ''-I t ~ the 
. r- ::a.:.~ CJ:" 1Dt.ere:rt. U:e.:-- .i.D, =de """" or ... o:- .....-

:_~ ~~ l'"L-.r;Jant to this Act or anT o~, <4 '•Ucm, or~ 
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;>::_...- or u.. aiiUpt1ca or u.. p&Jw •Hnc u,.., _ to u.. ert=t 

C: t::a -~ ....S - paz -.u be bald 1 t •bl• 1A &lllr """"- to: or 14 

=-*! ,..ect to ...,.tA1Jtc ""-or c.Lu.d 1A ~ 0~ th1.a ~ or ~ 

c..-oer, ....,uau-, or tn t acu- • •-wei ~. 

Pu. 6 . 1:bere 1a b :otu appxoprlz>t.!, CJat o~ - ......,.. 1A u.. 

• •• rHta:re _. u.. ~ or u.. he«! dent &Dd 1a tu' ctbawt1Aa 

~o: ~ pnrpo8e 1A ~ llit.h Ute Clln7inc Clllt or thla Act, aDd 

-= ~ llllall be 41 __ •• .-z---ot.t _ _ , ...... "'*"'"*'-

ut o:- IIIV' .....-., ~ or izlatnlcUCD ,.,.,. IIA:t.....c.a, -.u, 

'IQC& oaart~, be .a...t .,... _.. tao- ~.ooo, or 1r a ~ PIW ... -.., 

01117 be 1s1pr1aco1-.1 tor nA _.. tao- tea JWZ8, or ~ .-! - o!'ft.,.., 

~. ar ~ or .., cwpcazaU.. ...., ~ pertlclpat.n 11o -* 

~ -s7 be 1 1 • ' ._. a l.1loe a-, ~. ar ~J .... Ja 

~u-. .., pi ' .. - 1atw .. t.here1D. ml>Ject to tba ~ 

or t.1oe lbd~ st.n. -s retasad to 1A th1a ~. C1da 1a ....,U.S. 

dispoaec.t ~. pe:l.d. b ·rwzud. tz . rtec', ~ • ......,.t.a, • 

~ 4 naU ar t;a I ' Sao .-1t-l, ~.or Ml.d ar 'd."' u, 
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th4 ~c~~ _,..,.., ad MPL1 aUoe o! pror=zt, ,,. tad 1Jdo 

tl"a Cr..!. tec! ~ -tru) to laWJ ad 1D eddJ.Uoe G ucz Mh to 

ccm;:!J" d U. ~ ~ or thU let or or 1111r on~u~r, rap1eu-, or 

trlce U.O 'Ia!.- or ta>e JIZ'OPCZ1;:r or iD~ t.bc-c1a, 1a 1 ;; ct or 

~= -=D ~ oc:CII1aed. aDd IUdl .-lv ~~q t. .u tad ...,. .m~ 

'rleott b ~oriaad to ~ ~ .. la-

struet1.eaa to euuz:r:r est u.. pron ., .... or UtU &et, ..s .,. .., •-

hr. C). Boa h-c'r!eott, at. &IV' tiM, -.q reqdre ,. rw or 

lmtiCIMJ. Nlftm .... 1a thU let to tuu1a __. ..... ~ ~ 

c.-. •uue.,._,,. a. rc t:tf• or &IV' 'boolra or • L, -,g.c~~ 

l etter& 01' .._. z z a, ral&U- .. .., *"""* z-- aod to 1a Wa Ia, 

o:" 1a Clll-"'tl'Ltl•• 1"--d•:u., 1a .. ~ 01' 
'"uJ. or _. .,,__._-

u t1ecl 

u .., proY1a1oa or W• ut. • -. ,., ....... 
I 

the...t ta _, ppwon- ar ab rtn u, u lle1.4 u--u•, a. ,..,_ ... _. 

<>! U.. &A. _,. .. II'' rt•• or_.~._.,._. ppw-- 01' 

c:L,__., __ .__ -.u -' .. athcMd " •· 

255 
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Par. u • .&11 Act. ..t .-rta or .t.G\a ~ ld.tll 1119' or u. 

;r:oTisl.oaa or t1a1.a ~are baNtv reope='ed, ~the ..u.onv ~ 

!.:> tlls 1~ s.a d8cle.red to be ~ to the cttoortv ~ 

1l>c:!..O. azq .,..aire, -t:r7, 4ge1nfm, ~. or protec:torw.w, or .., 

~Tts:10D t.bereo1' or~ tbllreiJI, ~or ilbetboa tile

hl>n bMft rec•cnh..S 'br the ODited state., .ad the tcw "'lau..-1• llbal1 

iJ:e:u,;e &Zq p«tW ..... U• or mo U..Z.., 1J ... I •bla -- to ~ 

CC!Wlt..,- or or tile thdt..s state., u the ca.-~ be, 8Dd llb&ll .,_., 

b:!...W azq putmtrrlhip, aasoeiaUOD, or othc:r orpzdat.:I.OD, '""'pdf• 
=.-;>or&Uoaa, orpDJ.-.1 UDder th.e l..e.ws or, or haY1Di lte pr1Dclpal place 

~ llo, or whlcb 1a cootralled 'br, or a .w..tut.lal part or tllo stock, 

~ ..... bcada, debe>oturea, or otller MCW"it.:l.aa or Wllcb 1s ..-.! or 

=t.rol1ed 'br, d1rec:tl,T or 1.Dd1reetJ,y, a perw, or pereooa, 'IIIIo S.S, 

I 'cdled 

o:- u-e, or mo u.ere 1.s ... _.~ble =• to bolltl'ft s.a, or ere, • • 

ill, or tl::• .W.Jeet.a, eitlz&a or reaid.,ta or a tareiO' eomrt..,- or or tile 

::.:.:Wd State., u the ea:;e '8t!:t bea Praygm, that til• to~ ciet!JdUcaa 

s.~ ::.U oot be ~ u a Ual.tet.ioD QPOD tbe ~ ot tha Prenc.::\, 

..- :m 1s botiabs ooc.rarreot, to pre8Cribe ~ aDd tlzrth.r ca!1nit.1..,. or 

:.- ~ te=:s ...., 1D tAla"~· BOt lJ>aOD·'~ dtb tho ~ or th1.s 

.. 
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ThU ri.ll aclr:r>owledp receipt of 1ovr letter of 

NCI'f'o:ober 17 ~"i.ae a --.:r:l1a datad lloYeaber .3 ...,.;. 

a draft or a pouUil..e bill • !deb ai&bt be preaa11tad to tbe 

next au a ioD o~ Cotc;tdS in order .ore adequate]¥ to l..Jopl.e

M nt t he r:xec:utift in ci• H.,g with p81111!nta by Aloerica,. 

to cre<liton abz'oe 1.D U.. light of current di acrUdnatorr 

control o! ~ta to .t..er1cana. 

I ab&li be glad to reaporw:! , eo oar]¥ as t ha U;>or

tonca O f the ;D"'~ ;>er2it.s , to JO~ nlq lll&t far an Ujlr"eO~ 

o! ~ judCJI811t Oil to. pollq ...,.;. ~ora of t hia legialatio11. 

The Honorable 
The SecretorJ of State 
llaahi"Ctoll, D. C. 

Siourel7 7oura, 

(Sgd. ) H. Morce11thau, Jr. 

~5 7 

' 
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tEPAFTli[W OF S""...Ln 
IlSHOOTOll 

lon:ber 17, 1938 

tlle ~act. U..t -..v gOYer.-nts en """' ~jectiq t:. 

~nts due to .&...e.-iCA!!.S for ~ or ,.,.,.,., 7i.e1<! 

o:. U:Tut::z,ot, proceees o! ir.bL:'lt..::c.s , at «te.-.. , to 

ln& soae o~ these situationa 1t we• to • t!>at we 

t!:\e !aerican interests ~ t !lere •are l ... lsJ.&~~on speci-

and wt Ul i'Qbllc understan:!Jni: • 

I bo:re bad pre-pored t!le d-"L"t o~ a ;>OUible till 

wb.ich ~bt be prese:.ted the nut ..-loD o! Co~· 

n.. ilo:>on ble 

a.,.,. -=t;eoU.U. ~r., 

s.c:r..t....l7 or u. ~ · 
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T!da bUl on neh aetian b rec:dY1zlc the w nt.tin eoo

al.duat.ion or the Depart.ent . I a- t!w. t th1s b a 

Q!t&r ot grut interest to the ~ Dep&rbent aDd 

":::r~re aunaiae that the application or poUq 1n thie 

~~would U.Ya to be carried out~ C' not · ;>rl::ari.J¥ 

t::ll!e: t.ce edainJ.stratin di.reet.ion of t.be Treaamy. 

I the.-e!'ore request eons1clen.Uon et tbe ;>ollc;r -

~181! 1n this piece of legisJ.& tton ud o!" t be preeiaa 

~-- of this lagi.sl.&tion , ud wou!.o! &~elate sn ex

;::-ession of 10ur ju:lg'Mnt on both a.a ~~ as Dll1 be 

<:<X!ftllian t . 

I u &lAo atta.eb.Ulg a co;<r o~ a :s!:ort "'"""rand"" 
set.tirc f orth the skeleton id~u t!l&t •u-e l n a1nd 1n 

(Sgd . ) CorcUl Hull 

1. nra~t or bill . 

2 . ..__,randu::a, liovnbe.r 3· 
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Regraded Unclassified



COPI 

STRICTLY CO!!fi1)l!ttriAL. 

Nove10btr ) , 19.38. 

Suggested Drp,ft of the Sub§tanso of Ltgis l&tion EIJX)Wirw 

tho Prtts i de nt to Cootrol Purqenta to Foreign Countriea 

The purpose of t he draft suggeb t.ed below !s t o s l<et.ch 

t he •,._-;eworl: o• ;:;rovisions in the broadest t.eru possible 

• hlch would j; ive the ?resillent author icy , i n case i t were 

desirtlble to use :t., to control pa.)'ll&nt..l to fore io;n coun-

tries ?UT•uins pol icies in t he exch&nGe fie ld detrioental 

to '--='ic~u: interests. There h:>s been no atteapt to 

throw it into the l1!6al language of final draft le~;isla-

t i on nor is t here !U1f considerati on .. hatever o• possibl e 

const i tutional questions that .Ur,h t be rllieed . 

I 

'henu er the President sMll fir.d as a •act bat 

&IV foreign ,..u on is directl.Y or indirect.iJ" ;u-o

hibitillg , rest.ricti!'lg or rer,ula"1Dg peyaents or trans

fers of &IV killd rro= that count:)' to residents o! t ne 

Unit.ed States , be my, i " in his opinion t .,e public 

1nt.lr~st w111 be served t hereby , direct that peygent 

of ill s uu of ail)' desig nated class or classes of pll¥

• nt oue to residents of t he other country shall be 

r:ade by ;>e.T1r.t; the dollar DIIOunt , if the debt be 

expressed in collarS. or, if t he clebt be expres,..; 

260 
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in a foreign currenc:;r, tba &.IIOUllt i n dollar a equin

lent t hereto at the bu:Yin& rate in the Now York arket 

at noon on the dq the pe.yment 1a due as deteJ'1ll.ned 

by the Federal Reserve Bank of New York and certified 

ddl,y to the S.C:retaey of' the Treaau:y pursuant to 

;;ection 522 of the Tariff' Act of 19)0, into aw:h 

funda or institut ions aa t he President ~ establish 

or c!eatgnate for thAt purpose. 

This leaves open the widest pG&Sible latitude 

for action on the grounds or exchange tnatment . 
abroad. It does not perut of &111 action on t he 

grounds of general discrimination outside of t he 

exchange field, nor for venting apleen on political 

policies we 118,)' not like. Alt ernati nl,y, and 

qaln o~ within the excbllnge field , t'W Presi

dent aight be r equired to find one or :>OTe of 

the f ollowing conditions precede nt to actinC: 

(a) The t the exchange policies and prac

t ices of another country result , in &q; ~iven 

class of payaents , in ~eas ravorable treabwent 

of AErican creditors than tbllt available to 

like cred.i tors of' a third count17 • Tbia 

aight also be worded so aa to .,.aerve to 

the President the right to Judge ebetl>er 
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catecorlu •tahlUbecl 1n the other count%)' 

••n 1n taet eqllltable ( i . e., whether the 

United Statee would acquiesce in llrezil ' a 

~ing cesh !or ~nta, .ost or wbieh 

are acquired 1n t.b1rd countries, while delaying 

pa.y•11t for - rcial. aporta ; or whethar 

Cbi1e or llo~a could es ta hUsh l iiXlll")' 

catecoriea rlth lees t a•orahle exeanc• treat

•nt tbul t.bat accorded to esaenti.alB , and 

then inc.lude redioa in t be luxury group 

wbi1e lea• irg out wines or laces •hich aight 

be supplied by a claarlng count.ry ) . 

(h) n.t t he othe r count.ry is failing 

t o rul.!Ul. an intern& tioral obl~a tion 

to which t.':le tJnited States 18 a part,y ia t he 

-tter of p81WDt. aDd pch&nge tree t..ent 

aocorde<l to reside11ta of the tJnited States • 

.t.t the - nt this would chieflJ and ;>erbsps 

aolel,y _., BruU . It sbould not lnclllde 

nr debt detaulta ; thia is prol:abl¥ taken 

.,..... of by spee'dng or excbange treateent 

. &nd pa3'•nta accorded to noidontt or the 

United Statal · 8:1 llaiting i t to obligations 

to which t.ba Unit.ed State• 1.1 a part;)'' 
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u -u ~m. def&alted boads , .~ •• 

wtdda caa be ,,..,...., if desired lftler (c) 

~-

(e) That. t.!>e ot.h,_r goYernant 1a 1n 

cie.teci.t 0!1 ~t.e due to ruident.e o! the 

IJIUted Sta tas. 

(c) '!!at. tbe action or t..,. other gOYern-

..:t 1:. 1 t.s c:l.e&rlllc auee-nt.e , blocllod 

~es, .~ • • 1a c:ausq eocoe third coun-

States. 

II 

~t ~ ~ ..,.,.,t,a pe.1d into Al1Y fund or 

1net1tutioa 1D. ~ with the pr<>Ti.s1o:>& or the 

aatat:lJ.ab ¢critit!S Of c.lassea or ~nte, DO 

.ana o!' de~"" illdJ:riduaJ. priorities within 

&lt' pYac .,._, &!!li oo ettdlpt to reMrY• t hese 

!'aaia ~or ::.. ,...~t or d..eat1c c.lailot ucl.uainl,r 

or 1D ~e...--=- t.o ;.a>·•ltt~ por.rant abroad !r<a 

u.. •taNh"*' ~. 1n t.ha .~ or atV' '<UT 
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detaUed aection I , 1t would be U..st i.lopossible 

to drett a satiatactor.r section II except 1n the 

broadest teras . 

Ill 

Pa,y .. nt i nto a ~Ulld or irwtitu tion eotablished 

as pro•i ded 1n section I shall relian the debtor 

~roa all further responaibWt)' rlth 1"8gard to sueb 

pqMnt , including responaibili t>- ari sing out of 

fluctuation 1n exchange rates between t lle tiDe such 

pq .. nt is l!lllde e nd t he tiDe a t which t he foreign 

credit or receives his payment. 

IV 

Penalties f or failure to cocpl.T with t he pro

•iaiona or section I end rlth a l'l)' rules or regulations 

established t.t.reunder shall render a resident of 

the United States HaLle to c1Yil pe:::alties, not to 

exceed (25 percent) or t he nlu. or t'te pqDOnt 

wh i ch should have been ~e. 

v 

This section to be a ppropr iati on of necessary 

f unds . 

VI 

Authorisation to the President to delegate 

thia to the appropriate ec•nc:1• 
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wn 

De!initi oaa ~ e-.. ~ 1:o the act . 
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(Publlc lo. ) 

All ACT 

To ~te, restrict or prohicit ~t.s or t. .... :!Srers rro. 

t!le 1:dted States to residents o~ CC"ts!:: ~oreio,--n countries, 

a~ ~or otr.er ~urposea . 

26G 

Be it enacted lv tne Seaate ..,.;. ~ o~ l'.e~se::>~Lins 

o' t~• 'Jnited St.a t.es o!' J.aarica 1.o Coccrus use-r1,.;, 't'tl& t 

71U e 1, Section 2 or t:.e Act &?f!"O'feC llt.rc:h 9 , 193;, en:!Uod 

a:..en<!ed 1:o' adding t!lereto subdiTU1cn (c) , re«cing as fol].oors : 

tbat aJ1f fore~ nation l s jirec~ o:- ~ _.,i!Jectl;; 

or u.. Ooit.ed s ·te.tes , he ::liT ' 1! !.:> ~ c;>clOL ~ 

public: tnterut will be .s~:-rec! Len~, <.:x! .!i.~ct.l: o:

t.nrough aey agency tll&t r.e :JeJ _uio,st.e , ;:..""!di:!t, 

restric t or regulate, under s-;C:. n::..s ~-d :-f'!;'ut!o!!S 

as he ... :::-rescribe , by -~~· ~ u~ues or oth&YiSe , 

azrr ~nts or transfers o! ~ d.Dd :'roD t he anit.ed 

S t.& tea to residente. of such !'o.....UCU COWII.IY • &ad be ~ 
d.irect that ~t of all ,.- ~ ......- ;;es!t;nstec c:.as 
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or elaue e due tro:o reaidec11t.. of t.» i:d :c;! St& ~ to 

res idents of that other COWIUy a~ 'be ,.a ~ po;ri::;; , into 

auch funda or institu t ions a.s t.o .;r t:ot&~ a: ce..J.&"oat& 

for thet ;~urpoee , the doll.ar uoou::• o! ::..:. ~~. ~ the de"t~ 

'be upreaaed in dollars , or , i!' ~-.. deb~ 'be ~ 1.:> 

tl-..e t.iS~e such ~ot is ~ a..c t.u' -:.:..- s.~ ~ t:.e 

foreign creditor reeei• es :o.1S ;a.,.T'k-r.:. . :!.!;:o..:i~!.= J ' :...e 

a.ey o~ the prarl.SiO:'..oJ. o"" tlli.J StJ..O-!Yt~ !e~ :.: ;:·· ..::;.; :.:.ce~ .. , 

or , rule or regul.&: ion i.s.:~ued t,.c--eu:x:«:-, .s""-:,. ._ , -=?t'=- ..:o::T-::t!:-a , ,,,_... .z·-~~. c: 
'be fined not 1110re tb&n $lO,.:ol; ..:>:: _:;; <>: • ...-= • ~ • • 

aey corpore tion whc );nco~~ ;a:-Uc.L,..teS ir. sud> 
~«•nt of 

.:... ~ ill t:l.U .~ 

t r .,.._ kJ.\.eC Statd' ae:a.!:.S ?"~' 
divis i on the tero resiaentl o. ~ 

·~'- .... rt---"'•- --iaUCIDS> CT c:a:r?O:St.:.C::II 
inc!udill£ indinu-.-• ..- · ~-.....- • ~ 

b&Yi~ their abode in ~he Jnit.e! Sta:u. • 
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TREASURY DEPARTMENT 268 

CONFIDENTIAL 

February 13, 1939 

-::::-J eet : 

Secretary Korgentbau 

!lr . H~ 
The s?fEt:3 Situation , . 
~eek end1ng Februar,r 11 , 1939. 

Conel ua1one 

(1) 

~e the bue1nees outlook reaeine generallJ favorable , 

~e,ed fro~ t he standpoint or domestic conditione, renewed 

we&Lcess in comgod1ty prices hae added somewhat greeter 

~certainty t o the outlook, a nd may tend to nrolong t he 

~~-rent period or hesitation. The price index or 30 sensitive 

eo;-Qdltie e decl i ned this week to the lowest level einoe June , 

~e~ite a rising trend or security prices in th1e country and 

1:~~g atock aarket upturns abroad. 

(2) 

J.n i noreaeed YOlume or new orders in various linea, to

~ e:~e~ Witb other ra~rable rectors, noi nt to a relatively 

~~t neriod or heel t at1on 1n business , unless these s hould 

~ o!tset by turther weakness i n prices or other unsettling 

! evelonwente. With 1nduetr1al nroduction orsotioallY on 

!eE!-center, aceo~ng to our basic indexes, i t ia more then 

~!US~ly sensitive to both f avorable and unfavorable i ntluencea. 

(3) 

Recent reports i ndicate a change toward increased oon

~!te~ce and 8 brighter busi ness atmosphere l n Great Britain, 

:>e~ns resulting 1n t>llrt tro• a marked i mprovement in 

security or1cea over the neat two weeks. Current atet1st1cal 

!et !' fro• ve.rioue 1nduatriee are al so reported as showing 

!.=::rove::~ent. This tollon earlier reports or business 

l~rove .. nt in Frence . 
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The general si tuation 

Business currently 1s 1n a period or hesitation a t a leYe~ 

ot ecti vi ty (on a seasonally adJusted baeill) slightly below 
thst of November and December. Spring 1nr1uencee are awa.Hed 
to bring an improvement 1n orders and a renewed r1ae 1n 1al1:e

tr1sl production. The PRB index !or January will shew a drop 

ot sbout } pointe !rom the lo4 l enl reached 1n Dece2ber, 
largely because or a oontrAseaeonal decline in s teel oa~t. 
Unless st eel oper ations improve rap1~y during the lauer 
hslf or the month, ae they could well do 'lrith the curNnt 
level of nell' orders, the FRB i ndex tor February cay seow 80::1e 

further decline. Business sentiment, bol'l'ever, haa for aa.e 
time been ~repared !or a moderate setback during the !1r at re• 
months or 1939· 

Evidence 1s not clear as to the orobable extent and dura
tion or the current business set back,· although dooeetic eon~
tions as measured by our various business indexes provide no 
beals !or ex:9eoting more than a moderate and relat1velr a!lort 
oeriod or hee1 tat1on. The trend or ne" o:'ders 1n r e08!1t • eeu , 
oert1cularly ror steel ~ro~ucte , nee been defir~tely enco~~~· 
The reduction 1n inventories to e low level at the enc or 15)3 

suggests that production early 1n 1939 night eas11!" be ~t1=ul£C~ 
by buying tor inventory purposes. Tne demand !or mLteri•le ~or 
Go vernment 'Orcj ecte l'l'ill be releti vely ruoevy durlng ti:e oext ~~· 
a:onths . 

The ~roeoect might be changed toward e a:ore ~ro!onged .at
beck , hoNever: i! outside developme nt s should react un!~~r?~lr 
on commodity s nd security prices and on new ordere . lne~etr1~ 
oroduct ion is ~ractically on dead-center, accor~~ng co our ~ate 
lndexee (See chart 1) , maltill€ it both sensitive to !'Ero~bl i! 
lnrluenoee and vulnerable to u.nravort'ble develocaents. 

Prices work lower 

~ decline this week in t he ortce index !or 30 s:nslclve 
coc:~~od1- ties to a nell' loll since l ast June cElle. at:en;;l oa to ~ 

' t i !1ft. de"'", :.n~ -.ou ~ '-
underlying l'l'eeltnese i n the price situs on. n.e ;-0 # ~re~e~ 
heve been l eas s1.n1!io&nt had it occur red ~t a t :red ~u~~ 8 

weakness in other-markets, but this do~rurn °~~~d s~d ~~Ie 
oerlod or strong recovery in security or cee a ~ 
~ec~rity orioea in this country were in e ri sing tre • 

al nt1one th~> t •seTerel or the 
The Wall Street Journ cne fo.,.,.,_.ance or co=o~1 ty 

Street firms are commenting on t he per t~t co:=od1t~ee b~edly 
~rkete • ••• end there ie ao:e concern 
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!'ne decll.ne 1.n c:o~ ~ prices 1118;1 to -.a ~ r.-
~ec: a • eall:ea• ~ 1ll d •end and eccusul.at1on or ~ea 
eo~:~c1deni 'f1.t!l u~~ current ~e1tat1on 1n bue1neaa- i.::::1Ttn. 
\ S!e :r~ 2 . ) J. -~ 1%portant f acto r , 1re bel 1en, C:.aa b(.e!l 
:te T• r1oua de ne;:!o-..., 1llfiuencea 1n tbe tore~ sinMtl.o:L. 
:-~ .!.e::11.ae 1ll ht=•1 :~eaa act1rt~ 1n Great l!r1~, ~:-a~: 
:::10::: ::s , eo:!lb!!te:i "!rtl:!:l v:ncerta.1n~ onr the .,ou!bL1.1lq o~ Ya: 

:!::.!s s;;M.ag, !:as aleo doubtless tended t~ redac:e tc!:e ,.,.,..,. ~or 

:o::codltles . J.L~ sterl ing e xch4nge , a a llhown t.:1 :2:8:-: 2, !:ae 
: e:i T~ry s te•dJr !.n recent 1reeka, the defiat1oa.u·,. 1..:!:t'l~:xe• :oe
·~as1hle t o r tbe e.a:11er weak.neee !!!8J" st111 be oJte=t' c£ 0 :1 

~=Cj_ tY ;::-ieee. 

St-:>clt '0:-ic:~& en :be London and Paris excha=e~ ean :-e
t'l!V~~d at~cg:ly &-a-l.aa the past t wo weeks , me't1 iW ~:·U.-elJ' 
~a:er galas ~ b Sew Yor k . Th1a broad U'ptu..-::: Cas bee: 
•=~=ea:U~ by ~:a of 1!1creaaed cont1~::u:e al:ll! a !:~?:u
'!:-~~:~ess at.!IDs:±eN u Great Sr1 tain, end of LJ!:):o~ ~s:l.::o!ss 

~ ?ranee. 

Pollo'lf1.A;;: a ~r d ecline 1n the Lo!ldon ::::eo=ne: X.~s!! 
~::dex to l:x>i - 1.:1 Oeeellll>er, as cot:roared rtth 101~ 1:1 .!on~e:-, 
&.:! t;;:oron~: 1.c ~ ueus ;;r1a a waa reported~-: .l~ry. 

::-o:~ £:Iii slOee~ '='ro<:!ueUon 1ll Great Br1ta1ll 1:1 tta t =!: ~ 
n"::s t :n:1a1 ;:~. ::ur<_ng ;he paat '!l'eelt , accord'~ ':0 l!:le Ya:J. 
:::oeet Jou.-ail. , 'Zoe 3r1t1ah cotton textile l.l:C!at"r!" ~~.:ye<! ~ 
:~s: ... eek 1.n •~:me U•, end orders are estl.sate<! -.a !:1!-n r-= 

al:.ee.d or prodae;;,~o!l. :<ecent 1c:proTecsent 1t1 ~ .,~:- ~~r,-
is ~oaRed to :ta.n been 1110re then =a1nta11:1ed, n t.:. O:"P' 7 

=~'1ctels det~;e1y opt~at1c. 

'!'::ie cur.-ent bua1neaa trend 

In th.1a co=t:r7 bua1neas has been att'ecl:ed ~~ ~ 
· • t d toW~bile "~·ttc:: ~ 

re ctm t .. .,. re 8 ;oraa • • h1 ch 1 ~ e au .-- ~ a::Ji. · 
:-est:'1cUng fie11nr1ea, reduced . depart»>nt t!~re ~~~ ~ 
a:~ected c:arl~· T!1e :Sew York i'l<Dell x • 
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t:.!!'! ?e~l"'.:8 ry 4 de clined to a new 1 .. 
• .:.!e!:. co::pares w1 th 92 . 3 tor tile OY .or the ye~r at 90. c; 

•!,:-.:s:ec 1nd ex or s teel prodi:Jct •o~rertous weelt. 7hile the • 

~ ~:~r eo=conents decl i ned ~~~t~~e ~Y a ecall traction, 
::r~e~ . ?rel~nary data ~or'~ tollo~~: atow111! substantial 
:"f~.-:=:o 1n e u tor:obile oroduc t•o., eo.! ...::.... •eelt show e atrong 
1!:-.:~ :e.: steel i nd ex. · - -• a • ..-ct1onal gain i n ~e 

; epa:-tment store sale s •durl no:: tit ... 
• ...... ' - - to ;oed -• , _ - - e wee ... 
·•·. ~'-" . ercu. =serve 3oerd re t 

....... ,. - -.. . 193• 1 1 .. cor s • 
••• ¥ ·-:- o e v e • . t.J. s co::ma...-es ~ u, 
:t1: ...-ee.L. - ""' 

8 

Steel ac : 1 v1. t7 1.J:c:-eadr.g 

ended February ~. 
we re o per cent 
decline or 1 per cent 

s : a el ooeret1ons t~~~~ wee k ( ~!.u.~d on a ~ev1 ed 1 
··- ··• · - "'aa1 ) i - - · s n;-o t 
: ·· :~; · - s • . ncreased to :-; . 4 oer cent or caoec1ty. · on 
;:::.' J - - rps1s , .. u s -..ol.:ld equE~ ~- .. ~=- ce:lt aa co-ot:ered 
. , · ! -:~:- cent tt.e p:-ertoue ..,eel!:. "' "' · ' ·. 'r1 th 

•• ••• ~e ~lu.:e or incotnlng s ~;eel o:'<!e:-!' see-:s to warrant a 
:: · · ~-ued .ncrease in the ret e o! o-:ererion!, s ince renorte ~~ 
:; : . ·: s~5steel Co~orat1on sho~ nPT o~e:-s l ast • eek e~u1va: 
- ·- .o - per cent or ca~acl:y , aA~ or!e:-s the orev1ous week 

•- ·• Tc"e"'t to 1 t · · - -: •• c per cen • """o ~acto:-F ~ be : ending t o hold 

=~ :~: ~eneral_ level or o~e~: l~=~ · ~ t he ri:-a t piece , 
• - · - .eel 11:81 oe r ecei rt:~g a l~e- t ,..,.., uect'll ellA.. -a o r 

: =-:.~:-e , since a~r-ucturt!.l a t ee:, ~:-ce! ::.ateriele , and other 
.r-~s o~ heavy steel in w~ch t~e 7 . s. s:ee! Coroora;~on 
r.::ct.U 1~:e s have acc oun:ed ~o :- a la:-.;:e ~rooort1on or recent 
;=-:.~ :-e. In t te seco~~ ol a ce, t~e de~1:-£ to ~1nts1n an even 
-;~!: ~~ ~3?loy~~nt ~y- ceu~~ ~:e~l co~~· to be conserTa-
.. · -~ ~:: 1::c:o-eas1n£ ~Ce1r o:~:-e -:.=... !"f"': ~~, oendlnA £ cler1 ~1ea-
. ~ ::. ~~ t !:e ao:-1~ outlook~ - · -

• :-:-.e a u to:tob1le co::l;anl~s . 'l'::.!c!:l he-ve oo~ht relet1vely 
-~::le steel s ince t~ last cua:-te:- o f 1938 , =aY a od t heir 
: ·=-~~ t!lls aprlng to tl:.a ne-.i ord~=-• eo;;•, ng 1n troll other 
•:·,;_-c ~e . Sor:e aooreh ens1o n ~s :-ec~~:J,..- er1se~. however, over 

:~e ~ss1b111~Y that t he auto~b1le co~es a&Y be 1nc:-eaa-
~~ :~!r 1nventol"'1es or new ca--s leO :-Er1dly. ~ecent eatl~tea 
~:.:!ca:e that abou: 2 "- oer cent c~ e~nt cutout 1s go1ng into 

~·c:ory and dealer i nventorie s, pa.rt:J" 1n ant1c1cat1on or • 
,~::>. sprlng deCI8Ild , end pa-~17 to be p repared t o:- labor trD'-'~ea . 

t~e relatioo between production 
aDd ~~ : ::E.t t l:rOugb :Jec e:.ber - e ~ve &&de a a t ud..v 

t .::! sal. e a ( abo 1r.1 1n CC.S:t 
:::..!:-e !:b1 .-pr.erently been 

o r 
3 ) 
no 

.:o:-e t.,. f~ :::e usual yee.r-e::d exceee 
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SfC::>etU"f l£OI'!8Dthau - 5 

0~ , ::'Oduct1on oTer &6l.ee ( neT eer regist r ations olus exoorts ) 
AUto -:o~Ue out-put d u..-Lng Deee:ber , as shown 1n the chari , • 
Eti~d but slight l y OTe r t h e 5ovecber output , while sales 
!!:rl~ed a strong 1cz;:~ro~t. :'be trend ot scl.es dur1~ the 
lHt cuarter contras ts S&.rkedlv With thet 1n 1937. -

In t~e l o•er aectioo o! the chert 1t will be no:ed tha t 
g:cu: e nor::l81 tJUr9lua ot new cera was p roduced 1n NoTe::ber 
e::d J ece::be r , wdle ti:e ~cel!ber leTel ot sales was substant!ally 
e~cve tha t of the prertous yesr. 'ibe Janu£ry and ? ebruary 
:rE:lde , howeTer, '!r1ll bear close watching. 

:be TOlWle of new orde n. baa continued at a relat1Tel :r 
~£..-oretle leTel, tho~ our co::b1ned i ndex tor t he first weelt 
o ~ : e!ln:.el'J ~ ... a decl:.::c!; ~!"0:: the previous "ee~ • s !1gu:-e. 
( Se~ Chart 4 .) L:tcree~ed steel o:'dere during thet "eex were 
!>~t'se: by declines 1.fl o-::~r co::r;>one:lts ot the inde x. 

··ach1ne tool orde:"!! 1n t"!le CleTelsnd area, which are 
~ :oo":lE'bly ty;>1cel o~ ti:e ~:ius t ry as a whole , are reJ)O!"ted to 
~ve shown rurth e r ~ine en:'illll January after a wa..-ked 1 ::!!'ro"'e
=.• nt 10 Dece::ber. Ees"l' ;:a.l.ns - in orde rs !roc e.ircre.~t end 
E~ !,'bu11<'.1~ co=anies eon":"rtbuted to the J anuary rise. 

• 
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Febr uary 14, 1939. 
9 : 3) ll . :ll . 

'L71 

?:-esent : !l: . 
],(:. 
a:r . 
:.trs 
Jot:- . 
:i_r . 

~s 
Gas ten 
Lochhez.ci 
li>tz. 
Gibbons 
:Jc?.e ytUl.is 
Ec.e.s 

:: • •• J ::-: 

~
AJ- . 
!.:r . 
~r . 

~!ll~ 
Foley 
;:.ut!'1elci 

=..: , •~uld :::u have 1-.mch rl ta So;:~e r s an;:; ::e cocz:;? 

. !locs ;: es) 

unc •• •• ~c.i ~u: J ,jil r U:j >l.:t bef:>:-e 1 h 

( 3;c~es ::o::es in) 

.:iox = =-uin6· 

-o..:J y::u ~ outc - lost til:e tfe !Ui.i the dis::~si>n 
0 ~ ~!ie ~::.s: - f t' ;)!J • o.oever t oe c lerit of t a.e s - e.E..:er 
is, is ~ go~ t > r efe r tois tning to ~>~ge: 
~e!&Q'tS -- ~ .le e. su:-.,s, or to 3an.tin6 and Curr e::::y , 
!1: t!le =:o~e - subil 1:a t1on. Lest t i.ce it ae::1t 
t > le~£at3 arc ~easures . 

alrez;c ;: ~n referred to .. e~n'ts aod :&eas=es . ':be 
l et:e.r . e:u:; ue:-e. 

:r :;-~ .. •11 just be ther e t oc.a y End - he ' s - arcer 
all , a.e •>:-£s eve ry t • o yee r s . 'tae only tnil\5 ne 
e ver a -:>es i s co3e doom on e xtension of tae s u.:;i l l
~•1~~: :~ - 5o~ers , Dr O>Alyo - and the res~ ?! tne 
t!..:e c.e ::ever S!l:lilrS up. 

a.ve :~~ (5Lnes) go t aoytaing? 

ine ; :>we:- b!l1, I ~. is very bitterly O??QSed . 
b;: all t; il£' agen.::leS t OLt are supposed t:.O!:: e !l:!UlC&C1 
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e :1eet1.nc taat las~ ~ 
ns geoeral o;:;wsitlc:: to tae 
part o r toe • or.ct.cg starr &.m 
nr1ous a geno:ies. 
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I ' s w-r-iting - I got eaca aa.a t:1ere t:.O a pt"ess a 
ta:~ugat as to !lis reelitlg abot:.t t:te :oil,- or 
under t ,. d ng tll~s to.i.n& a t t :Lls t 1ae ,.. ~!Xl I uau 
I ' ll just ~ y ou tllat u a re~rt' o ! tae :20eetill& , 
because be res t o r toe ::l!.n;;~s •o:ll~ :.e so ~l2l1-
n ous y ou would!l' t g et ~t:liJ:Ig oll~ o~ it a::r;rny. 

'iaen '"! eu1 se= it on ao.-n to tne ?res'id~t Cld 
e sll: his U) a :1rlse us. 

'ib.e:; -.ere ~:!.: op;-osee t4 !. t.. :..0 y-:J-::.. c~ t:u t • .s 
e !air stEte::.ent? 

Tb.e ";ar De:le.r~e-nt ls tn ! a.Ti>:- or 1: .7 : tc!..::a::, Ul:! 
Ben Cohen. · 

'lh e .liar Ue part:tent a aso• t tn !'~vor ; just ad = 
o bjec t ion. 

I tn.Ul,( tee o per e t in6 units a:.l er,>resse! rc..ry1.l:.g 

degrees of :>p~s1t1on. 

llr. CeU!lo ar.;i vncrley Zl1ot of tc.: ;oes.··=~es v=
ait U:e i"e£1 i t's .-:-or~ to ll.!d~ 1~-..:~ :?QTe.r 2nd 
w&ter, ~ i t ~~b~ to .:o•e: ; ..-.e .. ~~e ~ or 
aot t ~ be C.~ £.~ all, ~it ;:1-:~ ~ ~ 
~;:~a.asis o!) ?:l"er lot t:Us ~e. 

I ti:I.!Dk 1 t I s Iii. ~~ t !1.l:.l · 

I! y ou c oal-' drop out tile ?e..: era ?o•c: - ,.,., , ss~:s: 
ami ?erbzos broaden it t :» ,..,-1~e eTar) ·a· -~. you•c 

• he ~ '" I ..z--• t ~ ,.,u•c 
get everyb~ ex:::et~t t - . • . ... . "~ ::. - •-- , • 
get T . V . J.. . under UlJ circ;usunees . ..a=r • c ~usc 
againSt i t . 

t here's a s •ell 
was repeated in 
it, stat~ our 
to a.A: • .Jr > 
;ell, let ' s &et t.!le ~le th1.lla • 
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-.:;o -.:;ae point - Ul!s i s •bat t.:le ? resident .. a nted 
and ne -.anteo. it becau.se or uis idea that • e can 
sell so~e of our a sset s ~ tne publ i c . b l ot of 
;,Jeople around toorn t.:ll;U thLt t net• s the tnlng t o 
do . I personally a:: f o ::- ! ~ f or t= t r eEson. I • a 
f:lr it fo: &notner r e&son. I ~~ that if the re 
e r e fi ve Q~ferent a&e~ies construct ing oower and 
if .out r> f t.:lls th'"'l6 •e c o:Ud set ec power· policy 
anc a cr>~on yar~stic~ acd nave the ?ower ComQiss i on 
a:ea su:-e th~ Ul!n6 a:u le-.:; t.De ;.ublic mow ho.., ou.ch 
ooney :u;s - een i:lvested f or e~,;ertoen"&etion &nd bow 
i5UCn is sound, I ~ h.1n£ it ~ulc! be one of the best 
tnings we could eve:- do. 

I tninA one o f ~etr ~-• ~r :-esen~ents •es the 
f a c t that the trea s wr: w:lulJ ~e usin6 tne Feder a l -
woat • 3 ~ t. e.gen-=y? - • • • 

?ower Co~ssion • 

• • • -.:;o a~t tne •or~ or the lndiviaual agencies. 
They se=ed t o r esent t.::l4 t a jiooa deel . 

Ho one n£5 ~ conf1cen:e in the ?ower Coamission, 
none or -.:;nese ;o~er &ge~1es; tnet• s the trouble . 

Nell, tne posit!on ~t I ; u-.:; =YSelf in - you 
(Sene~) llste!led t o r ~ee iwurs end you can 
correct ae - I ' o a n iss~ ~ouse, r • ve got a 
hunjre<i nLllic n c oL>.e::-s ao :-t.:l of e!ectric revenue 
tx>n.is t:l s ell. lOo • , tne :»r:o.a l thing would be ~ 
go out, a!re ~ co::-ps o f en61naer s, J . G. ~nite o r 
soseb~, "&.:> ~e & su:-... ey , ~ive oe a sU.te:.ent 
t~t thE ~ropertiES a::-e ~::-th s:l ~uch - s o =uch 
powe r and so fort~. i o•, ;,eir.g in the Government, 
cy ecg~ee::-s a r e the !e!e::-&~ ?owe r Co~ss1on. 

'Ihat ' s what wey r eser.r.. 'r'oar wouldn' t :oind you 
doing it; they • ::cl.:1n' t ::1.0:: y ou doing it, apparently. 
Saia, •rr the Sec::-e~ o! tne Trea sury would do it, 
all r ight, but if you ?Ut i t in t he Po•er Commission , 
t hat ' s butti..!Jg into our bu.stness, we don' t want 

t b.a t • • 

i:!o y ou thinlt t he;r 1 r t: ris bt? 

I d o:n• t th.1!ltC t:ley ' :-e r ight . I -.:;!:l..iJllt it ' s sill1· 
Bu t ta.e a:;>llU tiOn ! ji;)t Ul toe WEY tarough 1S 
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t hat t aey ao not want aDOth.:r &ie:z:cy £aUti!IC 
t aeir wor lt, lilXi s till t aey diGn' ~; sea ~;a he 
wi lling t o back tbe lr O c:l tiaures, did taey? 
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lio , t ile par t of tb.e bill a aicll woula c:=:rtt ta.e::t 
t o ,>&y ov e r to tae TT'easury t b.e aAOunt of r e Yet
wbicb t hey est iute t aey •r e goi!lg w -..et - t lte;J 
did.::!' t like,taat a bit . ':~y d~=· t ~ uey 
o ugn t t o be oaae ~;o sta!la ben'?' t.neir ow:1 !"igures . 
I got tae i.:lpr ession bey did.:l ' t w:a:::t B.!li!'booJ' ~ 
caec.c: up -:>n taeir f1-g=es, E-31 yet t.Ge,- a ocl.dn ' ~ 
sU!!ld be!li.n: t b.eir o ¥D fig:ll'es. !h=t ~:i be =!dr . 

"ell, unless iianes a od )'::lU tell ::e I ':~ "C"QDg, I 
t i11:J.£ tnere•s so :uey iood t~s 1n .--•s ~ uat 
I ca!l • t see aey bad in it . 

I t nink t oo t ae::-e .ras a .ll.is.m=e:-sun.:.• ::g - r. ~ ~=· t 
uruierstaro ill the f'irsr. p:r.::e - s .::U:n~.~e~u,...df-i as 
t o ~aa t yo u we re go!.::g ~ cb , ahe~e::- :~;;~; • e=-e go~ 
t o sell b .)n:is, taen j)Ut tl:l.!.s =.;:::ey -.:;;> !.::. =r ,a::e 
~nc. tne:.t c:.>:u: an:! dr:~• u,-: i t 1 ~!" ~-2-~~= sr ae: e 
g ~iDi t o f or ce tae~ t o r a ise Lneir ::-~tes ~ o~er ~, 
:~~ eet ::»111" inter est aod e...,.,rtiz~t.l ~: cnor $es . 'rae:!"e ' s 
a ger.er&l ::Usunaerstrsnrll:i at:.ut !.t . I ~ !..! we 
sit do~ wita each one o r t::.~ 1ni1.rt-=.,·r;r ulli 
explain wtll= t not all to tae •o=-~ n ' ::"€ co!..::g 
1s just reil:U>ursl:lg toe t-recs:uy ~o::- =Y ~~<I:J' 
~aia out, j ust Es t ae ra~L-o.::. roes ~o ~ ~ 
and 'Oor r oli'S : ooey unti l t:tey•ve .got = s~~tl:c 
of b onds =ere &!IIi t ee bo::ns u·e s~l; ~ = =n-
n-1t e a:- and t ae-,; ~1 o rr t a U: ;iebts - =~· s ..u 
• e ' r e d::>i:lg, but t a ey t~ ta=e' s ~ t=!.c..: ~ it 
so::~ewllere . 

- e ll m en •·ou do ta15 ~. s_,~e~ - :.m= seU 
t I J . .. . _ f" • • --

Or so:::ebody - a ll£ t I'd llle :rou to co, - ?r ......., 
P r esi-'ent 1rould l:e t o s ilO u;~ a:tateTer uo.e =ltl
c i sos ~are: ... oa tnauu::h 1.5 you sa t ±.ere ~or t=ee 
hours I ' d tue a n accoa~~ ~;;e ~oo n c.-
• I' "Ye • Us t e n.ed to t 1115 Ul.1..t4 ; ! ta.!U t::.e se a! U
ciS::lS are bona fide, o r t.ae7 ' r e c.ot , !or t!:.e. ! oll
in& rea s ons : • • • • • You see! - so I get ~ 
b enefit of .nat you llste:lll'd W ~or.~ = - s· 
;.na U' tru.s is o;OO'l, I ' d jllS t a t ucn t.!:1s ed1 tor~ 
t o tbe :le:o, see, .men n -=xi .i t to t.ce ~._. • 
'>ll.Ell we leave it tba t qf'? 
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-ell, we ' r e doing t bat, as a :a.at te :- ~~ !"!.::-;, · -• s 
z.or o!.n6 . .,.... 

: •a cio it tais oor nlng . 

J~s~e:- iS g o !.ng to 61 Ve OE t OEt t'!.U ll :::o:.!~ !':llU'-

3 eDt. of ell t he men first, b e!':l:-e .::.= f!.T:~ -=.i ~e 
:>t::.e:- Jl:)tes . 

•e' r e :- evis•~· u e bill l.ll •- - '• ·-- - ~ ~-s•• ,~. ~ . ~ ~- ... .__ -~C- ·-""~ 

:~ : •ere ~de yester~Ey . 

: - -~ -- t.::l.at t.::Us tles u.,. ;!.t..:l .-~: E'~ .! : !...::.;' !...:: 
~~t : 15C~ o-rl ~one~f ;~~~C~ - rc=:~-,· --se:
t i.,.~::. .-o..l:o SCJS t;U!t t ae r- ..... "'""'' - '*.s ~-:-:.-=--::. £:J.:r:.:..:: 
:E:"i.::e r~~ Ul.e G~vern.::.£::t t"i 1 ~ £: :-:.s !'!:.=..:: !.s ~;,r 
!.nvec.~:xent 'rt:use • o ~ " '"'" -·s "' ""- -- . ... _ - - • co -"''"""".,. - • ... ..... ·~ --a=-~- , o~o- r--
~$ 't - I ::aec.D. 1 t t i~l t a,; t.:~ to.!..::.i: ~ -:.:i:~e: . 
- : o='t. szy ~nLt 1~ ~y £0 over ~ -~= ~~~. =u~ 
:~ w:U:~ be ' l ocg ste' !or~~r~ ~~ ~~~-:~~ ""e~~le 
c:: :> Ill. <e e little !::;,ney c n.l fo.:e .:~=!.~ ~=<;;=:;; i..ce!r 
S&V!.C6s , so fvr~h. I di~~·t r~! tt, t·~- ~- :oover ' s 
.t..£-& ,lli:u~ sveeca, so r o r ta :.llti s ·l ~ :: - ~ =c.: .1.: u:e 
:-:-,.;iject Of toe lJnlteJ 5ttC~.i Wln . .:.C: ~ ~-::'t t :D: 

st;y , " .-e ' ve tr.v~stec! f. aunJ.:ec .=..:...:.~ --=- ::_:~s 1.:l 
: .v. ;. . ; 1,), 5J otlli·>n o:· H u ~:> :- c:x;-=::-~E::.'tL 't! Jr., 
~:l't .. e&t. ' s let't. i s 6:l~J , t.n.:: t -::-.:ts c=c ;:- ~(.ve-oue 
~ j ~ a.r..ct r ettr e 5J ::111:.1 .. n --=!...:..a~ .. :-=-<F:.s r e t.'>'Ok 
5 J -=.!. ::~:»o :.ol-iG..:-5 t:> e ;t?erU.e::c, ~~ "E, ~-::-" l 
J:.E~:l ~ u t ' s T.la t I "eep St.Y~ . 

AI:! I tr ~-;.;.r it ' s &. b ..>ut t!.3( soc.e ; ~ ~.s:: !"r::,.-s 
• E-r e br~ugat t o c eel ~Bi J~~ ~.:;.;: :: ~~ "::l:.:::-;;u!l! ; 
r=.~ !.!' Ue FeCertcl ?owe :- .:: ~cc.i.s~!.-=::. ~· :: ~ g:~ON , 
ge t one tilbt i s . 

~t' s :- ig l:.t . 

•trr not let ue ': . V. A. call l:.:ll!Lt" ::-et t<C:.: ~ 
leive tae Fede:-Ll Po«e= ~o~ssiJ~ ~~ ~~~=r 
e:.:E :>ut :.fit? Let t nea e stlwlte a..-.&" _...., _ !5 
se:t'-sup;>er t tng . You l:ulvc t .> Y37 --; .-~~~:!u;:;; 
J~t :>~ one ~c~et or tne :> tn=~ 2"~W27-

I ' r • · - - ~ T "' -~ ~ ::.£.:1 
'Zbe tr:>ci)le is 1!' :: r - i:l•, -" - • .J- -, . -· ·- -=- -= ~ !.= s o:::e .,uts toe ~UD•t.,rs ~~ ~-. _ . ! - • __ 
::~ts!Ce &'".;..tii to:- 5 1 t !.6 :.:1'~! "Xc t'C ""''=-"'~ ,. _ r_ ~-e 
.-!.tn t a e:.r :nm. Is t aat r i&nt'? 
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I t.D.ink that ' s correct . 

l es . 

--
282 

I !!lea n they' ll ba'fe to take t oe responsibility 
&.nyvt&y ulti:latelr. i.et uu decid e how aueh Uley 
want to set up a s self-sup~rttng . 

They don ' t rc.nt ~ take ~e r esoonsibility ult isatel r . 
I said, ft Suppose y.:~u sa,y t hat 'lie can take U5 llli.lllon 
doll=s out of t~s t.n.lq and bond it and we only 
t;et a ilunrlre.i %.Ll:J.on =.ol.la::-s out of i.t. 11ho' s go!..q 
t o :aa1ce it 6ood?• at:d t oey said, " ".Thy, you E.re . • 

Of course, taat• s all r lght, t ba t ' s inert table . Tne 
'treasury bas t o ~e it gooe out of one pocltet o r the 

o ther . 

They c l aial they oo• D.Eve Ule r ight to issue t ru; ir 
own bonds lillde r t ae1r own s tatut e . In other .ror<is, ••• 

Cell, did ) OU b y an:J chz..:lce a sk them . ner e t ney•re 
g~ing t o get the 8) aillion doll a rs out fro!ll? 

No , I didn' t . I wanted t:~ , but t his fellow - •b.at
1
s 

hJ.s name? 

blandi'or d - B- l-a- n-Jl-f-o-r-4 - Uld Kohler . 

The Co~~troller ane toe Chief Audlt~r . 

'ibey couldn't speUt f:>r toe ': .V. A. , saJ.d e1ey !l.li=' t 
tu;d t ime to ~ car e!"U.llY , couldn't speak; n:lnt! 

of toeir aJ.re .:"t.:>r s nre nere in t o=· 

<·ell, llr. Se c retary , the ~wer c::-oid is me oos t 
suspicious and t he s~st Jul.ous cro.O in to'lrll· t 
don't tnin.t it ' s &s aiscour~illg a s lt a ppears, 
because I t~ tbat they can be brought t o t e M!.S ; 
I t b.iM the idea u soWld, and I tb.inlt t he ~esLdeot 
tu;s to get t ile!ll together 8lld t ell taet!l that s 'llbat 

be 'l'ant s • 

.iell, o f 'lriu>:a are tney suspicious? 

'Iae y •re sus;>ic1.:>US o f toe Federal Polfer Com2:i5s1on , 
nd I tb.i.nl[ thq ' r e sus;>1c1ous of us; I ~ t.lt!Y r e 

a 1 doa • t &no~ .nether •e•re 
suspicious of our sot ves , 

• 
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?. . l . J -:: 

: --cl : 

: : :e. : 

:. . L:~: 

& .::. : 

: .. l . J :-: 

:c:.es : 

2e3 

(r!.e~ 1:.3 ;:cl!i!.~ : -.,e-.J.:;!.; • .:;:c;t-:. ~1< ClethEr 
.. e •: e t:- !.e-~l,y -c.= t:e.!s ~ ~ a_ z-#!16 :~.:- oot, 
a_oj t h ey 're L":-- • i •e- ' :-e :J~ ::=. s ---t-=.!.e 1 ~ . 

•e:..l: r rl..sn ~ ~.! : ;,a,. ~ ~ LTe S~;ici~~ , 
.-~:.:.:~ i,::.~ ~ -c ltf r c-~"*=- ¥ ... S;--,. '!=::.c. 5~'!.E ; I • .z.s 1.::. 
~.::.!.s L o' ~r ~r-E cc.!:>-:-~ some ~ !l~ t•~ o~e-::1 o~ 
?O•==. I ::r.=.a - ·a~ t !.='S ~ e - r,-.:. \".£ eTC tic. ns 
:, w!_1"--trt ~~ :x-•=-= -- a..:::; .--. ~'t:y_, =.__!_.;) Ul.€ 

t -:"r6 =~= ~;.:.;•:.:. ::: _,.. ~- r- =:r--<:il -:=.e 
.s.:l-~eC -- z - ..rL....A .:.Li .. ~.;c ~ :.:: ... _a ?£': a.Ue 
-:: ~.::.c.o._, !...l-=i ~e..!.J=: ~ -:--- ... :-:::s : '$ =::" - c;=-C 
;f !. ; . ;;; -.t~ :•.! :..!.&:! '!.::&::l :,: ... :a-k £ -:: ~.e r e-eo:""".! 
J<! t.=..e ..::U.::.=e-:!""n~= :e;:a:~:. -~ 1 ·~ :!:.c:e . 

-~e; ' r-E --4' r c-g 
7 ~&. sc~ . 

.el:~ s~ ~~ ~ese ;c~~e - ~ 
£:011 :1::• t.o ~ I...S · - :: :~ .. 1.:. ~-

~·· 

---.. ... _.~ ........ 
.:._.--- ........ 

=>~: t ni rg •a e7 
,........;g--: ' s ~u t a.Er 
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I got the ticker las t nigh t , Herbert, and there 
seeaed to b e a cor r ection on t h e O. P • . 
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Xe s , they ude a mista.lle; t h ey sdd the gift was 
fi ve t housand dolla r s , and I told the~ to cut 
out the five t housand dollars. 

I ' d have done bet ter if you or I bad explained t he 
tning. 

• ell, the .t.. P. lui.d a perfectly good story; the O. P. 
10as wrong . 

&ell, the T1Jies puts the erroneous statE>ent on the 
fro nt ~ge and t hen wben there ' s a correction tha t ' s 
what t bey did . (~bows bac~ j)&ge loca tion o r correction 

notice) 

I tnougbt we weren' t going to have any zore acyster 1es 
a r ouno. her e . I ' m a llergic t o sec rets. So I called 
~uy Helvering into my press conference, l et bim 
explain wily Krs . llor genthau got ll40J back, a fter 
getting ~rs . Morgentbau ' s perc1ss1on. 

~ bey didn' t unders tand Guy a t all . 

I didn' t . 

!lei the:- did I . 

I understood it before the press c~ae in, and after 
that he was terribly nervous. 

I t h ought I unders t ood it, but after Guy got tnrouch 
I ~idn't understand i t either . 

Sis memorandum wa s ~erfcctlf all right, but be 
twstily scurried tnr ough so11e o f the words; they 

did.:l' t get it. 

I think t hat story ' s finished · 

b d I t '"' - " it was good llaving 
Xe s , t hat ' s f inis e • u-u-
Gey sake e s t ate:aent. 

O.K. 
'Ibe SUver Commit tee U very claor ous about get. t.1D& 
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br.c.t u:u;t testi.ooey, a.na toey w;ontea it rl t oou t 
f eil lest night but it just • cs ~JOssible on 
f, ccount of everybody telng tie.l up :;est.erdey; o.na 
Harry i s aiggir~ !t up t nis ~ornicg . I con' t .tnow 
wnether you went to s ee it ~ge in or not . I do n ' t 
thi M there ' s &nyt oint: in it y :>u 1 o. c~ore atout . 

••fiE t about t he eigot c,uest1ons'? 

I ut !.n c Chll .:J::.:e !"o r t ne ,., . ~ . :-. . , f or ! :t!. te; 
c.>.L.:i.'l ' t ;:et ~. ~ su;>,>v.h : 'l s in ou-e ¥nEn lle 
ctclle<> tbc.- . 

but we ~ven • t ~ot tbe~ off1~i~lly. 

uell, 

·-el:. , 
t ;) ::ry 
o~ck . 

Yes, sir. 
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>=ill you IU.lte a note of that? 

Yes. 

Tbe fLfth of J.tarch, which will be Just about !> 

month. 

Uh-huh. 

'i.e g ot tb..!.s stuff' r eorri t t.e n on Br azil. 

~ill yo~ ~it, ~ r ight e~ter this geetfL& yo~ 
Bre-zilien nuts • • • . · · o . :t . ? 

Geo:-ge? Geo:-ge, ~oulc. you co~e in with Douglas 
Brown a t ~uarter of 11, please . 

~~~ a.~.Jr E bElloon cuert) !hose are toe 
wa nU.U'Y .l:igaes . 

286 

"ill you give :Zr. Eanes £> CO j)Y of these, pl ease? 

Yes, sir . 

-;.llG t else, Ge:~rge? 

I cave OD~ else . 

I hope r eal-:.Y to do so!llething this morning rt th 

Do~<gl!>S zrown. 
F~e . Te bsve it akl ~ritten up. Just E ~uestlon 
of gettin6 your o9inion . 

Barry? 

( Nods coth!.n!l ) 

Nothing. 

Farley was in 
I as.:ed eb::.ut 
i n ll.rs . ?iJI:e . 

d I had 8 nice t elk w i tb. hla· 
yes ter ay ; ue said be bad no inter est 
Jlrs. Pike. u 

~oesn' t sant ber. 
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.. 1:) .. 

Doesn' t want her. 

Now, the le t est th!.cc - :A:lD&res5Z.Jl l&C.:Or=ek called 
llle up, want e<i to £110&" wtu.t ~bout the :A:lllect o r ror 
Bosto n . 

~ollector o ! In~ern&1 Re • enue. 

I told h1ra ~- Geog06.1l na:i been dom ne:re ~e . ' a rr-angea ~ae ~;t;>::~ina::ent - he ~d dexr.ded ~o 
hearing t o clear c.!s r eco:-.:! - cade a!l ,;:.:-oint:aent 
f or nLa .tta •~!sslon£r 5el• e ring, so-he ' d be 
co:~plying rtto ins delll.lld, a.Dd to.at A.r . C-eoo;b.n 
neve r- sno•ed ~· 

well, taey•re t::i!l:l to ::.Eite b.UI & U::U.tee Stetes 
llarshal. 

... 11 r!.ght rt= <a.i! . • :.so the nuncy on the 
Supr-ee1e .:o urt . 

Huh?. llc.;or=C£ n.J:ts libssett, toe Acti!l6 :A:lllector. ' 

Oh, I ' e~ s~rry, 4r. J ustice, I •a Tery sorry. {~o 
llcReynolds) : teg . our par~on, l ' a so sorry. 

'Ib.at I S tO~ dEEr f ::>r ::e. 

Dear old !Lac - : l.Dte to see ~ 'bll.;~" . 

Be is blusn.!L,!; . 

AJ.l [" 1g.ht • 

I laugbea o m o r tur:: t ha t tue. 

ilc::orma~ d ide' t ~1 • ::o be .ran teo. . Be r...nts 
dassett, the Act~ ~!lector . 

Yes . So I told h!Jo the :att.er ns ill ~e ~s 
of the ... ~or the !:atio~l De::ocr.<•ic 1;0::D1U ee 

and I was WE 1 tlllC to beU frD:2 hi:> • 
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Oecocratic !>ational C«>::llllli ttee. Tbat was all r ight 
wi t h him. I '~ a r eguler vecocrat . 

J:.ver~ thing is C<uie t in t be mornlng ma rkets. Dutch 
guilaer s are a little bit down. fhey're a ttr ibuting 
this for eign • e akness t o the f act the Japanese occu
pied tnat islend near Fr ench Indo-Chine thre~ tening 
the Dut.:h I naies . But nothi ng UlportanL 

'J.he lla ti:n::al ... ssocia tion of Y:anufr.c turers' r eports 
l:aven' t been ?rinte;:! yet . th .. ;,- •a be printed by t he 
end ~f tnis wee~ . ~hey 1 ll send us a aozen copie s . 
• c.ey ;.ut o ut a :;>r ess r ele6se before they ~d t heo 
pr inted . 

Woulo. you es<t moeve r t n .. ir r epr esenta<;;ive is here 
whether - tna t I' a liAe to .mow t<bo t h e econollist s 
Ere t ha t .orked on i t, t. nd Elso !llention wnoever tne 
cneir oe.c o f the co=itt ee wr.s - of the ~la tional 
~anufecturers association - t he President of the 
otenaara Oi l of Ohio. See? 

Oh. 

And if ne would e&rt: t o c ollie d o~>-n , I 1 d like t o c eet 
wi th h1m &nd &O over nis c .. ~or~um; I ' m v er y Much 
interested in it. 

You want to do tlu: t sfter you OJJ ve go t ten the 
p r inted c~orand~. 

Yes solle tue n o.n weelt, i f he uld so::~e of his 
:~eople woul.d co.::!e d own; so2e of the 'l'rea;;ury peofle 
wo~a like t o sit d o1f!l and go over t .ne thing · I Cl 

very much interes ted. Oon ' t you ( Hanes) thi nlt tna t ' s 

a good th~? 

Very good. 

One o t her thing . 
y ou ' d l ike t o see 
there is the ve ry 
4uite l ong . ~o•, 
t o loolt a t i t . 

You on Saturdey s a i d that some time 
-.ho wlls getting tbe Sulletin: 11~11 , 
•or~ea-over ~iling list, ano it s 
r e can put it up LOY way you ' d lilte 

;!hen I get a chance • • • • 
J u.s t leave it there . 

Regraded Unclassified



ilu!'field: 

!! .U.Jr: 

"Uff1eld : 

H. :L.Jr: 

!L.I.Jr: 

!a!cR : 

a.:.:.Jr: 

:Jon : 

a .~ . Jr: 

lcrt: 

a .~ .Jr: 

Gibbons: 

d. !.! . Jr: 

-12-

It 1 s kind of MUSSed up. 

That 1 s nq right. J.eything else? 

That ' s all. 

llac? 
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l(y friend Lowell Mellett h.as asked us to send th.ree 
Tr easury e~:~ployees t o the New York 'o'lorld •s Fair to 
work 1n tneir informe.tion booth - people tnat the 
Treasury pays . Now, tbe ~uesticn is, since tne 
Federal Gover02ent gave them considerably money, 
whbtner ~e ougot to pay Treasury employees to stay 
a t the information booth a t our own expense. Tnere 
might be soce criticism. 

o\!la t do y~u r eco=end? 

Well, I don ' t mow wh£t we ought to do . Of course, 
we ' ve got e l ot of ~ustoms people tbat will be 
working tl:lere t.nyhow; tha t's their r egular business. 

~ome on, give me yes or no . 

I don't see how we can very well justify detailing 
employees 

uoes t hat c ean yes or does it mean no? 

It meaus no . 

J.ll right. 

Archie's got the ans~er; he s ai d t hey could all take 
turns on v acation. 

You've heard tha t story - have you got time -have 
I ever told you the story obout Professor Einstein 
and the Presioent? ~hen he first cawe here th~ 
~resident had him over, and after dinner - you ve 
(Klotz) heard this story - the President ~Vent on, 
told him a very long, very humorous story. Mr. 
Einstein sai.d, •Yes . • • . Yes, llr. Pre~ident • • • • • 
y 11r President." "ben he 1ot all tnrougb, he 
es, • ed a little bit and he turned to ~rs. 

kind oft~~ni~~~rbe said •Tell me, does the President -
lilorgen ..au ....-. • 
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does he mean yes or does he mean no?~ 

(Hearty l aughter) 

So I paraphrased h.im. 

'J:hey also asked us to pay for printing a large 
edition of a booklet generally descriptive of 
the Treasury Department. That came through 
birgfeld . I told them no, we don•t want t o 
give 

nlso &t San Francisco . 
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I t hink we can be Just a little bit on the red tape 
side. 1hat1s all r ight . 

(Mrs Klotz whisper s something over 
to Gibbons) 

I wish you (Klotz) would make your deals after the , 
meeting . 

The meeting's adJourned . 
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TREASURY DEPARTMENT 

INT ER O FI"lCI! CO II4114UNICATION 
-... . 

OATK 1 - l l.J - \~ 

.. 

TO Secretary ~·orgenthau 

"""' ~- White 
1 ' 

Subject: Current Anglo-German Coal Di eouesione 

1. Great Br1ta1n now has coal agreements with a number ot 

count rtes. (Finland, Denmark, Norway Sweden Latvia 

Bsthonia, Ireland, France, Italy, Pol~nd, and'Argentt~a) 
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2. German 1mnorte ot British coal and coke are res tricted by 

a quota . The formula tor determining this ouota wa s establ ished 

1n 1q33 1n an Anglo-German trade agreement. The quota tor 

Januar y 193~ 1e 302 , 4oo tone. There i s no indication that any 

change 1~ this arrangement is being contemplated. 

J. Si nce 1q29 Brittah coal exports have declined both relatively 

and absolutel y. Subsidies on the export ot coal are granted in 

r-ermany and other count ries and i t has bePn strongly urged in 

~rPat Brttaln that British coal exnorta be aubaidi~ed in the 

ea~e manner but no action along this line h• e yet been taken. 

4, The British have played an 1moortant role 1n the current 

at t emnt t o set un a Eurooean coal cartel and thereby to 

est ablleh a definite exo0rt ouota tor each Eurooean coal ex

norting nation. Cartel discussions have been oroceeding 

throughout 1q3g, but an aooarent obstacle to any agreement 

was the eharo difference ot onl nion between Ge~y and the 

United Kingdom concerning the ba se oeri od tor allocation ot 

ouotas. (The more recent and shorter t he oer i od chosen, the 

more f avorabl e it would be t o Germany because ot her sharply 

t ncrea sed coal exnorts in each year, 1933 t o 1937. ) 

5. On J anuary 28 1939 it was announced in London that all 

outs t anding dltte~encea'between the British and the Germane had 

been removed by a prelimi nary Anglo-C~roan agreeaent. The 

details ot this agreement were not dtscloeed, but the London 

Economist renor ted 8 rumor to the etf ect that t he t wo countrie• 

had agreed to share equall y in their total aggregate exoort 

ot ooal , coke , and briquettes - - a deci a!on predominantly 

favorable to t he Germane. It wae announced at the aeme ti~e 

that cartel negotiations woul d be resumed . Although no co -

elusive cartel agreement baa yet been reached , the announce

ment ot a European ooa1 cartel may no• be expected at any ttme. 
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TREASURY DEPARTMENT 

IN'TWR OF'I"'CE COMNUNICATlON 
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7•bruar7 1~. 1939 

TO llr. 1lb1 t o 

,.ow lolr . Ootr&Dde.r 

S::~Jtct: !be ........ - - .• ~ ot "-- •-·1 
__._... v~ ~.-.nt - ~ Coal DiOC\UioiODI , 

l. Since 1'13} Great Britai,:. llao eoaclw!e<l Yarlo\18 foraa of preferential 

!p'tt.anto wi t b a IIWiber of cowotrioo eoncerni!lfj tbelr 1Jiportat1on of 

:;: It 1 eli coal. 

for Oli:JUIPU, 1n 193) Deau.rk acned to t ake SO percent of her iii])Orh 

:= eo&l troa Great Britain, linl.aDd 75 percent, lfo~ 70 per cent, a.a4 

>'ftdon 47 percent. Siailar acreecento !>aYe been concluded w1 t h IatTia 

>o:ollia. lire, aDd .&r~ntlna. ' 

!be Anglo-lrench trade ~~~nt of June 19}4 proYidod for the barter 

tz~ of ~,000 tone or coal !or }20,000 tono or oltwood &ADU&lly. In 

atditlo!l, tbe UDJ.ted llnedoa wu €UU&Ilte&d ~9 . ~ perce nt of the U!porto 

::Uo ll:>der t he l'rench Uce~~ai"<' oyotu ( couti tUti%16 al>out b&lf or the coal 

oq.UTalent of t be t otal e~. coke, a.ad brlqaette iaporto of :rr..,.ce) . ~-

1:;: 1936 aDd 1937 lruce failed to take tbe full quota of Brltioh coal. 

:Otou, Juae &ad Deceuer, 1933, dioeuoolono took place between tbe Brltiah 

~ J'reuch C0Tir~Dto CODeenUDI; J'no.ch Ulporto of Jlrltlob cool, .l\ U,. 

• :rl o! Dec ... 't>er a DOw Anclo-hench coal ~eeaent wao announced , ruOYI!If: 

certu" o! the contronralal quootlou coacerniD& t he coal quota and. pro

T!dl ng tbat pubUc utll.itleo, railroo.da, a.ad otbor larce buyer• of coal b 

h~ce ww.ld purchuo 49.5 percent or their coal in Great Britai o.. 

!be Allg1o-Ital.i&ll co ... r cial ~ ...... t ot NOYacber 6, 19}6, aa tabllthld 

• C<~Ota tor illporta or UDJ.te<l llJ>6d.oa coal int o Italy to a total or 4}. 5 •11-

Uo, Uro q-....-ter1y (1711 a11Uon Ura, or about S9 a11Uon, IIUN&llT). lot 

:!:>o 11a1:e t1- an .A..ac1o-I tal.ian Cle&r1J16 AcJ'ouent prOYidod tor tho truorer 

o: !......U bnwoen tbe two cOWit rill. On !larch lS, 19}8, t ho .Lnclo-Italllll 

hade ~eeaent ..., rwrlaed w1 t bout, a:_...er, ...... chance 1D t be quota for 

a ! tlob coal, but tbe &Milded cla&riDC aqeeunt of tbe oa.ae diU aade poo

oio1o tbo preferential t ranofer of larcar auao In payaent for tbe iaporta

tlo: or Brltiob coal (4o porcellt or tbe a terUDC Yalue of Britloh 1qorta 

~ro: Italy .ia aaraarke4 for p&1Sellt of Brltloh coal ozPOrto to Italy) . 

.a. o-..hat differeDt t:rP• of aqeeaent wu conclud.e4 'bet- n Great 

h itt.1n a.ad Po4:14 111 Decuber 19311 p:orldiDC tloat PoUob uporto ~f coal 

o:-..Ud 110t uceo4 25 perceat or Britiah coal •zPorto attar Jall>lU7 9}5. 
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l!r. lbite - 2 

!hit ~eeaent waa ra•iaad i n January 1937 &D4 Poliah coal erporte .. r e 
lOAd• & fixed percent~ of the eJ:porto of t he fin principal European ex
porting countriea, ln Deee=ber 1937 another re•ieion «&Te Poland e•en 
lAr«er quota a. 

2, One ot theee agreement• wae concluded with Ger!&Dl in 1933: it i t etill 
In force . -·--

An Anclo-German Agreement dated Apri l 13, 1933 (t ee Appendix 1) pro
vided tl'~ t i~~portt of Bri t1oh coal and coke int o Gerlll&l1)' would not tall 
below 180,000 ... tric t one & aonth, &nd would exceed thet flgu.re b;- the 
percenta&e t h&t Geraa.n conoUIIJ>tlOn ot cod, br iquett .. &Dd coke e.xceeded 
tbe equ1•alont of 7, 500, 000 Mtric tone of coal in aDT aontt. S1uce 1933 
b!J10nthl7 announce=enta have been a&de etaUng the i~~port quota called tor 
by the &bOTe t oraula. l or exaaple, the January 19, 1939 Bo&rd of 'l're.d.e 
Journal curled the announcement of the i~~port quota f or J~ 1939; ae 
a ruult of the increllla of Germ&n cod c<>ntUIII]>UOn rr .. 7, 500,000 to 
12, 626 , 800 metri c tone, the Br1t1eh import quot& had been increaoed fro. 
lSO,OOO to 302,40o aetr1c tone, (See Appendix 2). There 1e no indication 
thet any chAnge in thie ~eeaent io being cont empl&ted. 
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3. ~~~1d12ed coal export• fro• Germany and other countriet heTe been pr l
mRrily reeponeible f or import&nt ch&nge•~ in recent ye&ro, in Europeao expor t 
coal m&rkete, V...rioue ae&ouree haTe been propot ed in the Uni t ed Kingdoa for 
meet in« the e1tuation which hill &rieen: eubt 1d1ee on Br1t1ab co&l export• 
hue been etron~ly urged, &nd the Bri tieh hen plged an tmpor t&nt role h 
the dhcuu1one which ...re now in progreu concerniac t he foMllltion of a 

Eu!EPO&n coal cartel, 

Aa yet no concluai•e &ction aloJlli either line hal been t aken , but 1t we• 
announced on Jt!ZN!Z7 2S that all outet&ndin« diff.rencea bet .. en t he BriUah 
end the Ger ....,• wHh reopect t o t he ba .. period for & cutel agree:oent had 
been reacTed in a preliainarz An«lo-Geraan &«r•eaent of which the detail e 

were not ditcloeed. 

It appe&re that coal ezporte &re being etiaulated by direct and !A-
di rect ouboidiu i n &t le&et nine cauntrile. Be)41llll, Poland, ,.nd Holland 
&ro 18port &nt oube1d1sero of co&l e:q~orte , but Geraen coal exporta haTe been 
more heaYily oubtidised then thooe of any other countr y. Partly ,.. the r e-
oult of eubo141eo and partly ao t he reeult of otea41ly 1ncre&e1Q£ price• for 
Br1 t1eh co&l Ger many bet been increaeing bar coal export• oYer eince 1932 and •I 

thie increae; hAl been &lmoot entirely at the expenee or Britiob co&l exporte. ~ 
1 In 1929 and in 1932 Great Britain e:q~orted about 50 percent of tho coal 
- exported by the eaTon aoot 18J>Ortant Juropean coal exporting countriet and 

Ger ... ny about 25 percent; in the firet half of 1938 the percent&«•• .. ra : 

Britain, ~ percent; Germany, 37 percent . al ke and bri~ttaa 
The coal equhalent of tot&l eJ:porte of ear«< co • .., ( ll (1 ail 

troa Great Britain and Gers&n7 f or 11lected period• 1e at o owe " -

l i one of .. t r ic t one): 

1929 
l~~~-1937 (Annual • ••re«e) 
~§SS (letiaated tro• 11 aonth total) 

United Killfd• 
66.8 

t~:~ 
110.0 
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lit, llbite - 3 

0... ot tbe ruulh of tllie alw.&Uoa h tlld tllera baa "lleea a cr-t a.a1 

of cUocunion in Great :Britaia conoerniJIC tbe po .. ntut1 of wltoi41ai"C 

Fl'l H oh coal e:q>orta, Siaoa lut .Jul.T tlot Br1 UU. 111a1e\c of 111•• baa 

bad Ol:ldor eonatderaUon a propoeal to tneU tute r.\alle'-7 RbaidiM willa 

t\llldo raieed alone the linea of tbe Genan Slll>aidJ, It doea 110t .-ppaar 

bo .. Yor, that ~ datinitiYe atop ia tllio dlr..,Uoa ~ ,.t llotan tat.n.' 

Another r .. ult of the dietur'becl colldltiou iD Juropeaa e:q>Ort coal 

aerkoto !o that attuph ha•• been aade f or • ._ t'- t o for~~ a Z....opeu 

coal cartel aDd t o dr- liP an international Mlketinc aq-at. .t.bout 

t ho c1dd1e of 1937 an International Cob Acrn•nt ... ...,cll>dad botwen 

the principal European U ;>ortera ot tlott product, In .April_ and aceta tn 

July, 19}3, rep reaentatbee of tlot coal iDduaU7 iD Belc1-. CaecboelO'Oald.a. 

i'rMce, Ger...,., Holland, PolaDd. and tbe llll1ted IJ.acdoa -t at fta Jlacl>a 

tor t he purpooe ot concludiJIC a oiailar acree .. nt f or coal. fbere doeo not 

te,;:: t o ha•e b"n ""-~ toJ'IIal ~~eeUJIC of tllio CZ'OIIp e1Doe Jul.T; bownar, in

!oru.l d!oauaatou han contim.d, 
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lleuehile, now factora ~~q h&Yo altered tbe releUn barp1lliac otrolljith 

ot the Yarioua partiee : Csechoolonldan coal areae llera bun trauferred to 

GerQ&I~y and PolaDd; Brit!eh ooneldaJ'IIUon of tbe pon lblllt 7 of w.beldislac 

eXN>rta t o oald to haYe cauaecl t lot Geraano • ._ concern; and tbe otatlot1co 

of coal e:q>orto for 1938 allow a 25 percent decl1• of GerwaD coal oxporta 

acconpanied by oDly a 15 percent decline of llr!Uah ozporta and an increue 

l o Polieh , D".ttch and Bel&ian exporto. 

The principal obetacle to tbe coapletlon ot a ~opean coal cartel baa 

bten the eharp difference of opinion bet-n Ger-..;r and the thdted llnc<loe 

concerniJIC t he period wllich h t o be ueed u tbe baaio f or q~»te allocaUon. 

The 11ore recent tlot period cbooen tlot 110re !aYOI'ahle it will be t o o.r-a.r•• 
!atont1on to retain her reoontly taprO'fecl coJIII!)OUtln eituaUon. (See note 1, 

~~ 2) . It h aaid, for uuple, that Ger-..;r ~nalll!' de_.,.,... tbet tho 

llat:le 11ar 1937 - the 110ot faYorable ia lotr J>OO~ coal ._.uac hiotorJ -

be ueed ao the baote f or cartel allocatioa.. 

In Deeeaber 1t ... reP"J'ted tlot\ the preparation of a otat1eUcal bub 

for t he propoeecl cartel ~e•nt had reacbed an ..tranc:ed •toco· In tbe 

a!44le of Januar1 1t ae reported. that tbe pP bet- tile Brlttah and Ger..., 

nowo had narrowed durtnc rocen\ d1eeuaotou, tbe l!rttiah tbn belac reported 

t o be de:aandiJIC ..,ereco e:q>orto for the paet ten 7'1are u tbe - period for 

OW>ta allOcation, Ger'llall,j' lot'fiAC r,ececlecl tO a 4oaand f or tbe aYerap Of tbe 

paot three ,.are, 

~bally on JIZlUarT 28 \lot Central Cowocil of Brl Uah OoWorJ o.mere 

&llllounced t~t all pointe ot difference be- the repro•ntaUYOo of Britiah 

· ·• " - ttled 1D opecial ~ die.,...oiou, 
.._ '"'rllllD coal illdlletriee ~ been M all tbe a1 

&Dd that, accordincq cartel -cottatlou -u 'be re...-4 ,,. : 0%-

port tnc cO\llltrieo, tbe 4ata1le of tlot ~ arraeco-onto co:>:' tlotiiC 

tho ba oe period f or qllOta allocaUon WOI!'e 110\ diedno4. .t.ccordiac 

London J:oonoalo\• 1t 1o n180recl \lot\ tbe teo-~=· !:\:=t!: ~e 
equally Ia tliilr total """'"pta o:q>or\ of - • • 
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4od o1oo wblch WOIIl4 be pre4Mi,...U7 tanrable \o 0.~, allonac her 
to ro\aia pracUoallT all of her rocea\ coal u por\ piao. 
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A\ the proooat tt.o ao t1aal acroe .. at baa booa anaOUDce4 and ao coa
cluo1•• ac\1oa baa booa tekea toward oo\t1ac ~ a luropoaa coal car\ol . 

Regraded Unclassified



The following is the ten or m ilzrh mc;e or Not.s dated 
~pril l3 , 1933, constitu~ a Trade ~t betwa ' i!..ll 
uovernnent and the O.man GoTet"DIIlellt. eo • 

Exchange oi' Notes between i!1s Ya.jesty• s lonrment in tbe United 
Kingd<J'\ and the Uoverment or ~'u! llenLe.n lieieh regardin& c 
cial Rela tions ac•u-

London, April. 13, 19)) 

!io. l 

Your Excellency. 

I have t.he honour to ~ore yt7J: :::X~ey t.'tat lis !!a_' est-: • s 
... o,·er.ulont in the United Kin{dat are ;r.e;-~-.i t:> u:U~rt.V.e to We 
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the necessary st.ps to se= t.:.at u-~ ar.icles e=erated i.:l '.::!e 
Schedul.o o.nnexed to this note :>rodu<*l or ::.anu.!'actured in Ge:-::aey 
s hall not on 1opor.ation into the Uni~ ~ be subjected to 
<.iutios or char&es other or hisher t.MD those specified !.11 the Sc-~e 
on cor ·.dition that the Ger:un ..;over:J::WDt secure (l) that licenses 
sl.all be issued for the i.:lportaU oc uto ~ .Ar.::.an CUsta:.s Area 
oi' coal and coke produced in the 'Cnited lln.,..:laol u;> to a> ""''""'t 
l111i c.>t shell in no case be less r.ha:t 1.00,000 :;a -:.ric tons a ~"t:>l (for 
this pur?Ose a ton of ~e sll 11 '!>e reci:CJ:»i as eq.al to a ton or 
coal), and ( 2) tbat it the tot31 c:o<;.S".z?tiCY.. 1:1 Uer:>a..v o~ coal, 
coal brlc;uett<ts and coke •"' ds by l ~t or :aore the eqcivale:.t. 
'>i' 1 ,500,000 aet.ric tans or coal .1:1 att" :>C>Cth, licenses s::.all be 
issueJ !or the broQr..at.ion i;>to the .le.-.:&.'1 Cu.st.o<os ~a 1:1 the secxd 
r:o .• t.>t !olloodtl& of an ;r.ount oi coal .ni coO:. ;xroduced in tl'.e : nit.ed 
i\int;doot which exceeds 1.60,000 :etrlc toes :.y ~ sa::e perc,.t.a_.-e 33 
tl:e said total Ge= ~tio.c: ex:Hds 7 , )00,000 c.gt.ric = · 
S'Jch detailed arrangcents as ~ be ::ecassar:· ( inclmii:ls tlle ::e~ 
of calcul.ating the increased i:aport.ation to be alloed in ~ =nu, , 
shall be aereed bet-en the !leic:h3W1rtscl:af'".s:d."dstoriu::t a:¥1 u-.. 
: ineG Department . 

•••• •• ••••••••••• 

Source• The Board of 1'rade Jaa.rnal, ··-:' 4, 1933 · 
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!JlP!ndix 2. 

Illlportat.ion of Coal and Coke hao the United Kin8dae 

The Board of Trade has been intomed that, for the JlUll>Oses of 
thr Exehance of !lotea of l3 April 19J}, between the United lWl&da> 
tnd Gerran Ooverunenta, the Reiche Coal Ca:oaisai oner baa notified tbe 
fi[Ul'8 of Oenoan coal consuttillt.ion for Ho~r 19.)8 ae 12,1:126,€00 
,.etri c tona. 

Tbia represents an i.ncreaae of 68 per cent O'fer 7,500,000 r:.etrle 
tor..s , and accordingly the qnota f or iltporta of tln1ted ~ coal 
a:d coke into the Oerun Custa:la Area for J !ll!Uarv 19J9, haa been 
correspondi.nely increased fl"CCIl the lll1nimm of 100,000 to J02 ,an 
~tetric tocla. 

Sotrce, The BoQQ of Trade Journal, January 19 , 1939 • 
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Go aheu. 
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~~ z:,~e. :- : ::~ve:: ' t. =...:.,s::-:_z~;=.:. ..:.:. -~'l..!:. .-~,-
: ~_.:::e! :. :> :. ~~.., !t. :>~!:" ""!..~ ~::-=... ~ ;_:-:>=-::':=..! 

.=e::.':.! :J:l !~ tt? ~.!'t:··b:>~V !.! ;_t;,":; !~r~ ~~ ~~ 1l. 

'te e. ~:t~ !d~~ . 

r".,"'• : _,. . ,t !t. ' s - -

?at. 1:. D~~~ :..~ ":t l!.k~ 'f"1t.!:. ~s ~p-·re -~ s -.;; :11 
c.a~c!.~, - · .. o';. !:e ~uli f1t. 1r n•e·-~ ~:.:.-

-el~, : .~ ~~~ 1f there ' ~ EOCe W8j ~~ :S_: ef~~·•e Y?r~ 
t.:> l:.1Q - : ~nk 1.1. ,._,ull! ce vet7 ~z~ . 

-e!.l. : r= ~~tll!.r<; yo•.1 ul.Ul!lb t.~t. ;-= ~ V:e 
c;ect.le= ...::, ~,uld b t.l:.e J :it! 1.! ~~ ~¢'' -.. n :,;g" <;. 

t.~ :e .=...,::~. 
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: •11 tell hlo t.!!e t Jl)u c!!. U ed ::e. 

It ~:>u~d be done aaybe be~~re the ?res1~ent went arey 
on hie tri p. 

I don ' t know. 

A.'ld I J ust thought i):>&S1bls t llat t.he President v:ould 'be 
hB?PY to get tb~t sugge~tl?n ar.d I know he ' d -- ! 
t h:>Ubht maybe he w~~d just. l1~e to - - if i t pl eased 
hl: , Ju~t call P~c· u~ r~t ttlk t:> hi~ 3bout it. 

-ell, it -- ! to?e t~ se• ~h· ~e5izent tom~rrow , ~ee : 

Yee . 

Ar.d 1"'hen : eee !:1t: :·:~ t.~:· ~lc t.hat it 's Y?'tr suggee
t.1.~:'l end, -;,! c~'.lrep , : ._~ :--..!.l_v end:>rse !t., e.nO. see "'l.et. 
te tt1n£s ?bo~t it. 

:t. -- ! d.~n • t. rm~ ... '3! !1':!'",-0'>d,:: t.ho t 16 a!'l_y keeneor or any 
c l eP-rer- hPEded, ~~s t~er ~~~n ~oEE . 

! pgree ri:n you. '!c ' i ~e a r:.l'gn1f1cent a:>?01nt.ment. 

nnd , of course , he co~e! ~roc I l l i nois. ?e ' s be~n in 
:· e r Y:>rk t but he ' s t.f :.1.;i.:. 1,.~ ~ :>r yearE and then \118 
~~O? Jus~ his tru~ ->r~~-

-ell , : 

:-·.,r y:>u unders~£nd, - !,~ •:. .-~t. t.~ be 1n the Pt t.1t.uc!e -

. .? ' : u::c.er~ :.a.~ e.. 

..., but.•i"'~ 1n :) ,.. w,. :. .1r_. .Jf t.:E-t l:lnd , but ! ltn0\7 
.. ~ ... •oc;. , • - • -~ • ' t 
:.Lst the ?resident. !.! ~~=~r.~)·.:El!' ouey. ~!!\,; ne s so 
a •housend !'-!!d )ne t '>:t:'.CE :>"l l:!e ::11nd! ano 1f the cug
S"Et1:m ce..c" t> !:1::1 p!;~ut. F.:>s~ he ::ligtlt. Juet. e~t. 1t. up . 

-ell I ' ll -- ! t.lllr'.:t :• :: HeinS hi e t.OC)T'l'O"' , l'nd I ' ll 

c"rt~!nly lllSke t.!:e 6~f't t.1 'n · 
lllell , I t.-=11 ~ou -- ;·:>•J •.!Jlfer~t.ru~ci the eJ)1rit. i n l"h 1ob 

I - -
~ - • .! , • • -., • ""' to carry out tl> at. 

jh ?erte:t~v , r~- - ~ -~~ e --o 

~;llr 1t. t he ~est : ~:>Y t:>~ . 

• __ , t--.. ·~-~ t:> b .. bel ?f ul . 
It ' s just a ~uest.o~ J • ·~ 

':"A~ you so cuch . 
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- ~ -

All r!gbt, ~. Secretary. 

Hope to eee you eo~n. 

Thenk you , e1r. 
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wek .tu' _...- u. -~~ lhl nateU• e1 a Poo ldWoa L r. c. 

cu-\aM ..w ·- £! ...... an.- ••• price et 100 1/ f., - .__._ 

1a tt •1'7 t• '•• .,._t,ura 'U' ... '" alicb\17 11114ar ta.• ~W• 

-' U. ao\a fell 1 Ua~ la llaa r a Jlal4 bub n\b ""'h\utiiiC 

puu\&M -·· la-. !M .... - ~· qaote\10&1 Crlal u. WMll: .. Ina 

a lw at lOO.lf./Sa \a a.,._ et 100.11/ U a\ *ieb prloa • ao\a aloe ... Ula 

WMir. 

!be No& ~- til .-..n,u .. oa \bla $300 a1111oa llau ~ 

•Ub $3.1 ,uu• • u. ~\ $100 111111aa v. 1. BouliiC aoh .... ta.• 

ltlllloa • u. t3f10 lllW• L •· c. ao\1 at laa\ .r..u,, -w-n \c .... na 

U. "llallat .._, - -• af _.aatpUra 11 a\ pnaaa\ I.IP"nf•\ 'lpft 

cepUal ......... Ulllta\1- t/1 rUaariMftl .. u.r ~ U.. alae of U. 

offarl'l!l. 

!M -•• fer •'-'nf''lll ,,___,. 11A&a waa a.lT ,..._,al.T ...... 
an.c u. ,..._ ... - •• na •• ... _........_ .,.......,, n~ ta-

..U.\8 h WJ7 ....... nMlrille -• at • a\\r\1• traa M&b .... a\Mr 

lafta\an. e.s.. • u t/_.. - raaa ..... 'lllr ._ .. 1•-· Ulu utliCl'lll 

u... -· la u--· .. J.rpr .. - *lob ... -- Cfti&Mr -- la 

tile ..,.;n- ..._ ~ .,. • .....-. t....-1'7...,. oloaM U1a walt.., f/,.,._ 
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1/32:114 ~ - ••••• wiiUe ........ ... 1•- ..... ~ 

~. wUb \bot -,u. of \bot _, 11. 1 . ... ,.,.. 1a- wlllcll cloeet 

4/32a4a ~ for a pdce of 100.a - 101.1 

Jtn] m' lttttell• 

uau4 \o lteep \~1r por\foUoe a\ . ,., 

b 01117 chaaCH of 87 •1cdti- were a r...,.u .. of Uoo&t f6 .utl• 1a 

u \ee 'II.1I4.P' 1 par ( 0 r1p\o0 ) , • bcrM.ao of $9.5 .ull• 1a ..,too -

1 7ear u4 u. be,... of $&.6 .Ulloa 1a llo141Jip of L o. I.. C. llo..... A\ 

u ... G.riQC \bo 1fMk ~ ••IT llo.-1 bo141ap .-....a •' eloar\ poo1\loa 11p 

\o $4 aU11oa 'ia.\ clooo4 \be 1fMk oa \loo 1.,.. 11 ... 

(a1111oao of .. Uan) 

Bo141ap 
b ... t 

IIDlUQCI 
M. U "'Orne 

!r.~ boaU 0.1 2.4 • 2.1 

tr.~ ao\oe (.-.r 1 )•) :ao.a al.S - 5.1 

troa~ ao\H (11-6 ~·· 
o.s 10.0 • !1.1 

'houar7 '111111 17.0 u.s - 0.7 

II. 0. L. C. llo ... 0.'7 6.1 • ••• 
r. r . 11. c. 11o ... -1.! -a. a - Q.l 

hal "·' Bf.l • 10.1 

u\oo4 11- _. .. ,_,..,.., notaco4 DrUIC \M noll: u a~' of eo\1nt;r 

1a \be - L ... C. MW 11-. ~l;r aftniC'I 'tOl - - ~\ol;r 
$115 a1111o• (aeJ:a.41.111 ~u•!7 llllla) ~ •\b $130 a1111• ... 

$170 a1ll1oa 1a \be pren ... --a • .no ta1l7 '"''we 1a n "IT 

'bculllo lllo .. wa oii1J' ~ .ul1Ga ~ 1¥1\b till a1111• ... $1U ailllo&. 

.. a lb JprM 
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Cvw:tte 7 7 .,,, 

!M _,_ • ._ W ws\ - nlatt-a;, ¢n "*' fl.N tllJUc .u 

..._ • •, w~• ._ ....,U.. fill ~1111• ~ fticlo -~ tWr 

AI .t ._ prntau WMk. pztce ' r _.. .u.tat. Jl1&tl cru. 1-

• . .,.. me• '117 ~·· ~ •• • _.. -.:·-. .. ptpa6 at l.nl.a b1&bar tMa 

~ =-oN ~· of 1137. ss-.tt ~ ~ u a """le wo r bed 

ft t k;twp 1 • te 

1K~ U, liU. 

'dml •me= "'• , •. , 

~ ~ral ~ s:ra- t "9) ' 1.59,1156,000 llol4111P of 

•t:ai.t~C ~ a ~U• wU.II. a l.llla par _, of !NUm7 llillo (1 .. :l:a41ac 

MC,II55,000 - liU.lo •Wriae -,. :1-' , 13131) . 1a ..U t1ca $46,000,000 

! . 1 ~Ub ( laelM.la& $Q,OOO,OOO fd ._ --,. lf ~Uo) were J>V-
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Pebru&r7 1~, 19~9 

FOR TI!S !II:CliETARY: 

I vas present in Secretary Morgenthau'a ottioe 

today during hie entire interview with ~~. Legoretta. 

Mr. Legoretta vas introduced to t he Secretary by 

Mr. J ohn B. Glenn, President ot the Pan American Truet 

Company who then lett the room. J(r. Legoretta explained 

that he vas President and Director ot t he Banco Nacional 

de Mexi co, a private institution controlled by French 

capital. He said t hat hie bank and various triends or 

his 1n the Governoent , in the oil companies, and in 

toreign rinancial institutions were interested 1n trying 

to bring about a sett lement ot American-Mexican ditti

culties on oil expropriation, silver, and servicing or 

t he tore1gn debt . These matters, he said, could be 

settled either by the United States t aking a more 

vigorous attitude toward Presi dent Cardenas and h1a 

Government or by the otter or some overall settlement 

acceptable t o the United Stat~s. He suggested t hat t he 

toreign debt be consolidated and i nclude bonds issued 

to t he expropriate oi l companies in payment tor their 

properti es at a price agreeable to both parties. 

At t he same time , Mexico would resume servicing or the 

toreign debt and would, it possible, make a cash payment 

t o t he oil companies . Be a sked t he Secretary's advice 

on this program • 

• 
Regraded Unclassified
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Secre'&r7 Morgen,hau aa1d ' bat be n.a s01'!'7 

but that he vas not ln'erested aDd c ould ghe no adrtoe . 

He exp1a1ned t hat he bad been a Sood h'1elld t o l'.elt1oo 

and had done 1t grea' d e al. for Xenco . :!oTe•er, 

ltr. Suarez , ' h e F1nanee ~ster, ~er obta1n1ng the 

s1l•er egre8llen' two 7ears ago, bad faUed t o keep h11 

vord and per f o ra h1s si.de o r the contract. Decrees 

vere published ra1slng Melt1can dut1e s on A:ser1can ln

po:-ts t h e dl!ty t hat Mr. Suarez ret=e~ t o l!e::d.co. '!'be 

Secret 1tr7 asserted that he could do business only v1th 

Go•er=enta that lteJ)t t heir word a:Jd that be vas no 

1onger lnter ested 1n Y.e::d.can a,ffa.lre or ~~ he hs•e 

any f 1nanc1.al. ar:-a.nge:sente v U h lo!ex.ico. 

/;/)) 
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llrs. n.ot z : 

( tins (•e::r:ico) co.es 1n to-Cay a t 

10:30. Here ~s the c orresi!()nCe:u:e. 

\ 

Feb. 14/39 
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TELEGRAM 
T'R£AsuRy DEPAimiENT 
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·--
Otnctal __ ·-

en. $$ ...... .._ ....................... _ ..... ..., 

Jr. Lata r... .... ,.._. 
!!otd Plwrrw. 
5th At • .ad llat Btr..t, 
... ron. •· r. 

··---
February u, 1988. · 

~.u;:r a:>BOI!HIWJ WILL 118 GLAD m 8D 100 n'lf 'fHIBn 

!UJ'.SDU mJUII»G I'DIRDARY J'OuBUiats 

B. s. IO.ota, 
Pnnte Secretary. 
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Wr•H"'"'D II"'ft.M Mo. t•A .,....... , ,. ,_.. -·-
TELEGRAM 

OFJ'lCIAL 8USIN' 1 GO~NMENT RATES 

Ill'. LW.s t.esornu, 
Hotel Pien•, 
5th A~• .ad 8lst Str .. t, 
!few ton, •· Y. 

w ..... 

O.W..~Da-1-1.4.; Z!LC- ... 

Otttef•l ......... ~~ ...... -......... 
Pe.....,.u, ~. 

SECRftAR:! WIROEIITJWJ WILL BB CLAD 1D 61B lOO TD '!HIJift 

!Ul.SD.U MORBDIO nBRIJ.oUii POtlldDiiB 

a. s. IODt z, 
Pr1Yate Seoretar,r. 

Regraded Unclassified
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• • •~ len• ~ ~ refonM 
~,_~~-

loiRS. FORBUSH 
ROOM • 70 
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1• NEWVORK •v r£8 10 1939 

LUIS LEQ OI!ETTA PRES !!AitCO ""C I C!'IIIAL ~ WI:JII CO 
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P..-\.~A.'IERIGA.~ TRGST Co~A.'""Y 
52 Yrrn·w SLREEi. Szw'c.m 

I~ !:1Te:s :a:.e =eb ;>let>5\U'e ~ iAto~: 
yoc t.lla:: b. il.cds !0. Legorreu all4 :::Jsell "rill 
be !.!: 'lev f '=&"'- :m ?'e~"""] LSU anj loYt. 

e. ~~ • .mo ba.s a la~ter or 
~c. ::o 1= ~ ~aa.dor 011.111els , 
i.e ~~=c:: ::.1' --..,. ~ Sec1onal. ~e )(erleo, 
~ l.e:::ge-"'1: ~ bFJ""H=!g 1nsdW.UOD i D 
~e ~~ ~ Jla:ie:. , e.Dd Ls Uloro~ re
s1ll-a: ld.C::. frr£r:F ~ or tbe Jlexic= si=ni:>n. 

Ir T= xlll !le ;poe .-.,'llgb ~ ~ ~ 
!:;:Jar t ar a.a> ~= ld.tb you, 1 ~; will be •=r 
SJ1cl: a;r~rlUd. 

ne:. c.:r ~ .... . 
<=j ..,~e=-el,;; ;;=..-s, 

~(3.~ 
(J ?resid~ 

: 12 , 
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PAN AwDJcAN TI.UST COWPANT 313 

.52 WILUA>ol Stun 

NIY You. N. T. 

3 

~cret&rj' ot the Trea sury 

washington. D. c. 

0 
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L:y deer Sir. See~4:Y: 

I tell:e ~t ~ea=e 1::: !=lt=oeuci.ng to 

you ey goo<! t'rle::.<! Se!.c:: :.ais G. Leo;orreta, a 

314 

)(erlco , -::b.o !. s -r...nt' ~ = co::::.~ . Re is a 

gentlean ot ~h cl::.-~~ =6 :responsibility, 

and I uo.ke p~ea= k <O" *'miJ:lg him to you . 

~ith ~y ~ ~~ ~ds. tel i eve ~e 

'!'be Hollo r able 

~erely yours, 

Jr-tAr·•l)<uo>•~' 

RelU'T ~-· ;;: • • 

see:retl!.-'7 c~ tbo ~SirY. 

';;4F I •.£l4> 0 :D-G • 

• 
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TREAsURY DEPARTMENT 315 

DATE ?eb :nary 15, 1939 

Attached is the ~erican federation or La~or's 

state:::ent, t o which I referred ln the .Uacuaa1on of the 

~ua1ne•a situation this af t ernoon. It appe~ed in today ' e 

te• Yor k Timea . 

Regraded Unclassified



- - - - ~::::r ! .... ·2. -~ - !t ~ ·--·-. -~ ..... "--· 

L~ 
SPENDING 

/'ISmll!tfll Solution ., 

Encutlw 

COd Declana 1 
IMDUST11Yr 

I 

Berno\'al of Distrult In 
Social and 

E=oomlc Prooedln 

llr 1.00§ ft'A.&X 
-..:a. .. .... ,.... .... .,.__ 

Tt-..alt._~t. t. 

.._~.r ._v.c, coopeorate to 

-'!n.: .. -. lad: II( ~ 

Co! c.:r-:.c .. ~~ 
Kcoa 1 l.M ~ ~ 

~ n~ CIDCI..:dl e.t LH 

T~ tiL 1AJJ,er 

.: . ---· :- . ~1 6 
~ -
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PJilU!IU.n OJ' m.JGRn R~UD 

Ill<*: -'-rlcen Jabae-r, Par1.s, rra:cee 

Dj.ft; hbruary 14, 19:59, 9 &_.,. 
IO.: 280 

PRO¥ COC!ED. 

311 

rftJ 

~s aornlng I returned ~- S&ae.l, .Cere em Sunday 

and l<onda.J'. the BIS directors held tteir .eert!lg. Beneduce 

Of the Bank of Ituy, J anssm of ~· Eel pan Be.l!k , and 

!'rlp of the :let herlande Bank .ere ill Ulll did not a ttmd. 

Schacht is o! course no longer a ::.IS director, hartng 

bee:!. di-laeed ae President of tb.e Eeic:habaH. 'lhen Sch• cb& 

len the Reicllabank, Reuach , t h e Ge=&c :.Xnsnialln 

cUr ector , r esigned fro• the BIS b~. '!~e Cl1ly Gercan 

db-ecwr pru1111t wae Von Schroedc, tte C~e banker. 

:e:e caae only 1n ti.•e to attend the see.:!cc em JI.ODd.ay :sora-

!'he Ch&irean of the Soard, lU--J•u ... , tad written t he 

c:u.et~y l e"er to FUnk aa soon a.s ~e J.aUe:r becaae 

Predd&t of tbe '!!e ichsbenk re- tndtng h1a tct he h&d t lnls 

bec:c.e eUPble ae ~-officio director o1 t~ Sank tor 

l!lternaUonal Settl aaeote. 1\ll:lk re;.Ued ~ 11: would 

!lOt be poeaible tar M~r- nor for nee ~e:mar Br'"kP•nw 

to c - t o tbe February 11eeting, b1rt tlat c=e o! th• woul4 

aHed l:lere&rter. 

:an uarxo• on. 
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p .l.lU.PBilUK. Sec~ion 'h'o, teleg:na •o aao of ~· 1·. 
1939 • lRCil PARIS. • • • 

on 'Ule point .:Uc:h took place 

&aOil£ the goyernora on SuDday r~ the quea-UOil of 

the ellgibillty of Br1nkwM UDder tbe BI S rtatlrta • 
.LrUcle 211. Be1~~g the Reiche~ Prui dmt, !"m:l: c&A 

s e:rYe ex officio ae BIS c:irector, eYm t houe;h he 1a 

:ltcouoeics nuteter. HoweYer, t here ia a ouestio:l .nether 

3rink-nn, wbo i a eUll SecreUry ~ SUte b the k011oad.ce 

)Uuistry and coneequenU~ 1a a 60•en:aent o fficial , CCQJ.d 

be d efin.1tely n.aaed t o the 315 as rolbn1r.rte far hlll: or 

whether felliaaha] be couJ.d ODly serYe as aHernate to P'lmk. 
A successor for Reusch has not yet bea ~ed 'ty Farl:. 
A ballker had been picked cut far the post, brt sir>ea an 

1ncJnsttiallst i s required, a 'bmlker h i.JQoE&Lble. 

At Baael the s tory is be1.ng drca.Jated tb&t Schacllt 

and ~era of his bollrd bad signed a::d &JlbDtled t o !!1tlv 

a •-oriiDil- i n which they orged tt:.at Ge:rsC ~torn 

for ar-.senta and public works b e reduced, and reco•cded 

that taxes be ra1&ed. It is alleged t!la~ G<>eriDg and l":aak 

were cousulted and such e. progru. -.s ageed to by tbaa. 

Sch'ch~ and FUnk were called ill by Ritle:r one D.i<;llt at 

9 :00 o•cloclt to tallt &boat tlte •tter. Scl'acM -.a at 

the opera cd could not be 
located , bet 1'IIDl: _,peared u4 

s chacllt reeeiYed word of 
pllt bia oc ideas before HUlW • 

reported tbat Goeriq aill tried t o c~le Scbacl!t by 

tall.U& 
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Ulliq b.1a t.Mi; all fd ca.n.ay r..Uaecl wb&' a ei!M'loe be 

ba4 r~ ~e oewhf. -~~ ,., Soh&cll' rnor•ed ,., 

319 

u waa red.1u4 ll7 tile ~· -14 more 'ball by hie oe 

coaJlUf. li; 1a ~·'bell~ ~ eaae of •T 1:r1-u .U' ~e 

rMl r-.Oil for 'll• 41.meMl of Bcllacb' wa.e ' he unhapplll•e 

of RUler OY«r Sc!teoJ!''• ope cr1Uc1• of ~e Waai P&r'J aDil 

pol1c1 .. 11hc !te _. ill LODd011. iD J>&r' icular. 

DD SIC!IO. no. 
BULLift . 
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PAR.U'IIU.9 OF S:IC!IOI !BJlD UI WJ1 
n&au.&RT U , 19 39 PRQK P.AJU6. ' &ll ~0 • d b a 

!he forea<>illg 1a borne out •-nll.at ~ ~~ told 

u by frieDda who recmtly haYe Yiaiteci &e :=.~bank. 

B:r1nr-nn, aided by Puhl., they aa.y, (~ Pal. !.5 the only 

one of Scbacbt 1 s hi&tler of!iciala who 1s r.:ll.1 1.n ue 

Reichsbank) is ·going to try to adhere t o ~e .. Cht's otrn 

policies and fight inflation as YigarOU&l.J" u !>e can. 

Certain conci:Uator y political g1!~a !:.aTe bee:> -.de. 

by Br1 nbeann , such as ordering for t l:.e E.e.!c=sUnk and 

its bra!lch banks a:x> subscription a ;o ~ ~, the 

>1le lfazi ab~, and putting Hitler •a, e':. 2:.1, ~otogr&ph 

in the banka 1n place of for~er ~eichst&:L ~~ants. 

PulU b.i:self is oYerworked and nerYc~a , ~ U 16 doubttul 

1rheth er he will conUcue ind efini tely k otnce. 

Io i.,ed.iate c banges 1:t Germe !f - • -c!.al. cu I:IOI!etar; 

';)C:Ucy are expected by BIS obserYe:n. S"'=>:e :.cany 18 

n ow goi.ng t o try t o expend exports an4 c="t a.fford 

to injure her credit standi03 ~ :O.;rthu , U:ese obse"era 

do not look for any alteration in the S't~ll1 A.greemct. 

Eowe:Yer, if political relaUona betwe e::. k • ' and the 

Ulllted sutu continue to deteriorate, s=e m 1lfY friends 

fear that c;eraany ~ take exceptional. ~ !?--judicial 

steps rt....&-rts Aaerican creditors. 

dD SIC!IOI tlllD• 
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ruary 14, 1939, 1%- Puia. 

'fhe OAl.y central blulke:ra at Baaal who a--.4 nar•ou 

l .. t Oer~ aipt aate aoae aUitary a~e this year ware 

tlae Briaa, 'llho ha•e Geraaay azul Ital.Y Oil three aidea of 

tll•. It 1a the bellef of aoet of ~ fiienda that durlnc 

tlae next f ew aontha GerJB&Dy rill follow a polloy of oOD

so11dat1on, working for trade, and 1n particular, nego

tiat~ rltla the S~iet for ao- c~cial and poeeibly 

t"1nanc1al anangeaenta. !hey do not t hillk that an early 

-•e will be ude a¢ nat Da.na:lg or ••el. !hese frianda 

are con•tnced that the eer.&na are by no .eans anthualaaUc 

a.er lett~ Italy 1n•ol•e t h- 1n a war, since U ia 

becoaing .,re and difficult for tb• to obtain payaenta 

fia. Ual.y, and t hey are incraaai ngly concerned ~er the 

ecoAOid.c ai~tion a:t t he sout)lern ead of the e.xia. 

0~ all t he octral bankers at Baaal, Rooth .a. aora worried 

than any ~er Gara&Ay poaaibly lq>Se1Ung Iarecl:r, turninc 

JrlmgarJ into a Jasi state, and perhaps eeaking t o uae 

Jlungary for entranoe to R~a. Gera.D;J1 
• econoaio and 

financlal difficulties were not •'n'•1 •ed by a:r hienda , 

biB they do not expeot thes e factor• to lead to any 

1 
__ ,. • - ... _t coun- !bay mow that incr ... ed 

faraaaeall e or-- .... - ·~• • 
!he ballka 

etfart 1a being exerted to get forelp exc}IU&e· 

are pa~ al.lloa t d ouble the offic.ial Reicb-rk rate to 

ccrtaJ.n foreip diploa&te an4 to oeraan aerftlltl called b&CII: 

~- abroad. who briDC foreip aCIIl.Y w1 t)l th•· It waa not 
poaaible 
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poaalbl.o !Ott - ~- en ~u-u. of 'be ~ ~' 
GuMBJ llaa llee oU1cla1lJ ......,,. Relchbnk -' .. 1a 
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Loncloa. aDil lJa otlaw fare1p cao,era; 'be etorJ wu rtgoroulf 

dm1ocl bJ BMial.u. 

aD 810!101' l'OIIl. 
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of re~ 14 rr- P.&Jll8~ !0 ELft'D o~ nur;aay •o. 280 

There can be no big drhe in tb.e export jobbing unleaa 

!lien are withdrawn !roe ailitary worka, in Yiew of the 

scarcity of aTailable labor in Ger~~~&ny . lly ! r iellds would 

s ~UAU her guns , and consequently rather face Geraany' s good ... _ 

oee o s erYera are r. hey are glad t o see her turn t o trade. s b 

puuled abcnn ~he UnUed. St ~ b i trade w1 tb. a ea e ng so wary of co:~peti uon 

troa or~Y. s i nce t he United. S1:atea baa 

euch great natu:r&l. reeourcea , exportable surpl usee, aass 

product ion , idle r iches and unemployed labor . 

Soae of the BIS people are pr illl&rily concerned lest 

Gerraany e~ight default on the ~ranster and pa}'lllent of suaa 

due the BIS on account of iDYeat 111ents in Germany. Such 

action would part i ally paralize tb.e ins titut ion by ~reezing 

an il!lportant share of BIS funds . 

I was told by GoYernor loran of the Sank of Engle:e:1 

~hat specul.aticm bad been effec U•elY che cked. by ~he Jan .. 

uary restrict ions . l!oweYer, a large share o! ~he exchange 

bu.si.nese on his market had been stopped t hereby. ~· 
would haYe to go out of 'business , be said, i f ttere u con

t i nuation of tb.ese restrictions and the QoYernaeut• s cheap 

money policy. Nora&n puts the blaae on cheap coney for 

QoYeruact extra•agance, l ack of interest a.Jif1 i .niti&tiYe 

by banks in extendi.ng ente:rprisea, and a lot of otller 

nila p ren111ng just now. 
Schacht • & fal.l naturally disappointed •~· Be ba4 

to drop •"eral p l.JUlS they ha4 bad under consid eretiOil 
witt. 
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with respect to bl18ineu and banking methods . •oru.D er

pressed. particular concern OTer the queation of ouaineaa 

morality and he aaid if the capitalist ayetea is to aurTlTe 
yea.ra 

tbat must be i~~proTed. I.n recent/tPIII~ he add there 

haTe been f iD&ncia.l fra.uda and i nTeatment bubble li in Ilia 

own country. He stil l regrets actiTities of those who 

f or pr ofit will cast reflections on sterling and picture 

opportunities for flight into foreign sha.res . He feela 

tbat the situation can be got and held under control on 

the London market, for city circles can ef fectiYelJ os

tracize anyone who ia guilty of questionable opera.t i ana 

on that market. He believes at the same ti~e t hat the 

common t rend toward profligate gover nment spending, indef

i nitely unbalanced bu.dgets, currency manipulation , abroga

tion of contracts , and utilization of public fUnde tor 

poU tica.l ends make difficult t he deTelopment of indhidi.IIU 

business morality. Jievertheles s , he aaid if we in capital

tat countries s .re to preserve our uount of fUnds , 1\ 1e 
t o have 

necessary ~/sound businessmen of character rather than 

cleTer showmen with fascination. 

'fi thout exception, e.l.l the central bankers are ad

vocates of peace. Jaturally they hope that the reeult of 

recent dtrrelopaenta in the United states will oe toWU'1 

1 t war aut moat of 
restraining the warlike troa go ng o • 

had no s eri ous cou:ern 
these men, as i t b&ppena, have 

i cb'~"· they baTe realiae4 
about any turther exteu Ye mar -· 
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thee are ce:r~ -~bnecl a.piraUODa, bu~ they 

~h::lup'\ til- -.pUble of eo1Dt101l by negoU&UOD. 

!hey bellne tha~ ncb solurtcm. a-e Ue :ort ll.kely to 

briq ~ eaH5f~CZ1. n•• ob.e2••en said they 

are il&;.py ~o 5ee l'rauce snelgihmecl aDd c0%Ulolldate4, but 

at t.he saaa tlaa t.hey f-.r the n:ry support no. so flagr&Dtly 

being lald at tbe feet o:f ~· - •u.at epol~ aDd eelfhh 

daae -eng cations•, a.s 1t 11&5 put by o:1e o~sCYer - by 

Gre&~ Brl u.1D aDil ~he 'llD1 ted s~us. Tt:ey are •b-aid 1t eay 

cause J'ranc:e to bacc.e so sel.f--Uenecl til&t her o1m 

...n .. aes will not ~e corzected, &:ll4 eo d.isageeeble that 

rather thaD conciliate her nelgllllan abe will e:m!!per&te 

th-. he now 1~ loou a.s t.h~ •-• 'heDCh political 

lead-era are j-.lCN& o:f the ~crt llliCC-• of Il&ladier, 

and woul.d like ~o el.nate ~ t o Uw Presidmcy of the 

Republic, an4 thus .UAUI&te h.1A ! rca ~i.e political life 

~d lean! the t1e14 free for their ua-.1 .anea-.sre. the 

opULiOil -.. a.JPreeaecl by ace of 1:he rrench blm):en at 

E&ae.l that 1.D u.e tJD1te4 Statu ecU-t w.s too shifting 

aDd unccnatJl to warran~ ~ce 1.11. •ttn)"tng til&t ehould 

• - ~ d eaert 'tolr"'•r1ea the total 
t.here be a .z- o•e:r .IUU'•~ 

of 
..... 1lD1 tecl St& tes . tD:l'CIIU.Dg &D any. woul4 

reaOilrC.. ... 
be p..n at tl:ell" d1~· I fi.D.~ that kropeal!. uneu1n••• 

~--. and the tep14 e~temente coaing 
is 1.11. part d11!1 to -· 

frc.~· 
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The fiDanci~ and -na.ry reco.ery i n Fran~ pleaaed 

f'oQrnier, who thlDka t.bat 1.n due u .. econoatc tmproT--=t 

w111 coae. Be aa.id tlat U W1l8 foollah t o e~ tut ~ 

would be "-e4iaU p1cl:-cp 1n production. u yet, U n .l.e 

of the repatriated capU.al has gone int o pri'I'Ue !l~ci::c;, 

he ea1d, aDd IIIIUlJ of the coa.erc1al c DDcerna !laTe be- l:a-:iq 

the aoney they brought holle 812ply to liquidate i.b.e ahG:rt 

position wn1ch t hey had beell ca.rrying i n francs . '!here 

will haTe to be gradual n- inTestaent in France, &:A atl.T 

aa there ie i lllprOT-1; tn t lle illt ernaU:n:ui.l si~U=. 

I -~~ told by the 5riUah t hat no ct:anse i n = ::.euzy 

policy •• i nTolTed i n d ;.eir recent arra.nge:ae~ btrrncn 
&Dd 

the 3allk of England/ the exc~ equal.haUon accou:1't, ~ 

it was onlJ a aechan1ca1 o:.e . It h aUll :icnan' s tell«! 

that the world p rice o f go.ld haa been ~::ought too ~-

Be has thanks rather ~ critiet• !or i.b.e SIS f or ~r.-• 

s te.rlecl a gold a care two ,.-rs ago , as i t ahowed tlla 

danger of illcreaeing the price a.ny turther, all4 ~c 

the possibility tbat at s01:1:e fUture date it !l!i#t eTe:::. t• 

l o.ered. 
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it -. oa.e ~ Ute ~- of tbe UabillzartClll tim~ to 

preaerTe tt.at ~crtectia:.. !!e feea t hat 1f Ue a.rrangeRCt 

is ~0 iaTol"re all. ~ U:e ~eaourcea o! the Sli:lk, u wvul4 

be ~e:r far 'be oett:ral i::&!lk to absorb t~e !t:d &lid baTe 

fUll. rea;;o:ail::illt:r !::s:: currccy and credit. J. !r~ 

_,. be in a ~1 tioo t:> ba.Ye such eore effect1Te ct.!luol 

~ the crea.' si~t!a:< ~ the cuu&l tank ihel..! • 
under t!:..e =- a::n-ee::.e:t, rlth a large &tab~llsaUcm tlmd , 

big caab bel a:ces r..~ ~e cctral ba:lk , a:n!:a=ity 

~o cau;oe ~' e.z.E tbcetrca, &lld cc:~.tro~ ...arioaa 

o ther Gcnoawt ~. !he new &yates, lle !eels , -:~ 

r~-ul&~iall o! ~ creC.!t o! e. c;owrtry. the ~er-...o: a4.:1U.S 

~t ste:rl.i.l:o; bod 'tee:> s=~hced bf rec='t :;rH16b n~• 

iAclmihg :t.!J =.e. ~er, he eJq!%e&&ec! tt.e opi.:Uon 

'tha'li me ;l0$!t1o:. etc ';;he ccntinental ::e::l:>er~ o! ue 

ttiparrtte aucaell U.rl s:nth ns-6-rte t!:e ':!ritiE!: did a 

1~ ccmrt=• ~e ::Ptish tbat a Tf<rf cii~ a:d u:l6e

drable :.=e:-::auocal :i«-cl• of =e:::c1u ::igh~ " 

i.nYOl"re4 a a t'c::rther eecll.l1e o! ate:rl1116· 

nte swe&U* "lS eeccca' c a4Y1eer, Jac®.-, retllte4 

t o - ~· arc--'• ~ !'Omnie:r. Be &aid tt.at QoYernor 

Fou:rnie:r waa ~• o! ~ f ew adTocates o! the old-taahioned 

sold 
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gol d rt-Mer4 who h.&Ye ncn yet eeen t he light. the recent 

ch•c&;e • .Jacoba•= • ra , was insU tuteci at t h e ineina~:ce 

of "tt.e 3lml: o! 'lr:&h00 !tse lf. He said it ::aiee the d e

~--· I ... -~ o_ =e c:urrer.er easier, s!lorln& ;;;reater rea=cee 

~ehiar! i t . Ee bell"u U:.a t o;;he &Old eupply o~ s c:enua.l 

b&lli s.iloal.d n:n b e rigid but should fiu"Ctuate u a be.r011eter. 

Ee sa.id gcwerrae:n i nterYention in c entral tanklng a~fair& 

115 :Oe:re t o n.,-, and ce:rta1J1ly 6hould be c:cnddered an 

acct~;~~ed f~. 

!he :::Zi t i ah llanc1llng of t .l:.e aterl1:t~ si~cauac 1a 

aati rl~-tory to Preddent :ach.a.nn o ! tl:.e Srles 'laUonal 

Bank. :Se M.. not been a;rproached by Swiss banks :or apprOYa.l 

of a.:r :1.- credit& t o France or any ot h er coU!lttiea , but 

i t is ?~a.Dle ~t in the autum~ s=ee cJnTersio~ oprraUoc 

! o r t he 200, 000 , 000 S.tss f r anc: , . o-yee.r cr edit w: t c:l:. Srlsa 

"t-• nks gaye ?ra:~ce ill Oct ob er 193"7 will be Wlde:rtuell. I! 

tl:te ?re::.c!:. GoYern&ellt should see fi t to i uue a suaight 

?r en c:h tru.c l oan t his spring , Swiu bankers ea in t&i r. , 

tLey ~ cot t ouch 1t ne:n t hougb the Srlu sarket haa nc. 

we~l ab.orbed •he recent ~ ?rench loan iuueci ill Swiu 

t rau:a a:JI1 nor1 za. 
pyu:idect ;>&cbmln aaid he 1& anxious ~ ;:art!c:ip&U 

i ll &liT Spanish f111&llC1a.l rec:ouettuc:Uon , and t o l:.e lp 

i~~~prOYe SYie.-spani Bh tt ada. 

ne Eelgi&D 'ba.llk head, ~opill, expec u a ccapr Oiliee 

i ll 
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in 1;be Kenena &!fair- a-lrlllg a.cme political cUffcr

encea in E~-. ud ~ ~ up of a new soY~' 

eaaenh.a1l,y ab:U.ar U: ~ la.n Spaak cab ind; he de• n 01; 

thblk 1;ha1; any ·~ c!a:lge will b e uAe. 

!he .Japaneae ri!p%~ti•ea, Tanagit a and ~.&no , tl:.ink 

t ha1; .Japanese trocpa rill ~:.o1; a.dYance furt her in China, 

and 1;hat effort• wll~ "l:e -.de t o pacify and CCD$Olidate tJ:.e 

areaa which u ey h.a:Ye a.hea47 gai.Ded. 

!he reprea en:\4t:i:res :!r- Italy realise th&t Italy' • 

nee4 ia p•caf'ul i.'o~ ~ in good• and tcurtata. they 

aay t ha1; 1n such t%e4e u - 'the only aolutillll of t heir 

econoaic and fin&Ac:lal. ;aeb.leu. 

Karch u; baa b~ sn a.s tl:.e d.a1;e of the nen •••U.116 
of 'the BIS. 

S5D OJ' XSSSAGK. 
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Stcrttarr of StatE, 

wash1ngton. 

219, Ptbruary 1 4, 6 p.a. 

GRU 

LoaSaa 

Dllttd Pt'~Jr"=l'T 1 .. 19:59 

Rt:c ' d 3 :35 p . e . 

Pat 'l'RSA3tBY ?ROl! a~. 

InactivE co!Xtl.ti.ons caat1m11: 1n tbl: rcrctgn rxehang£ 

carktt with sterling today baYing a sl133tly ~ tone . 

Gold was fixEd at 148 sh111~ 3i ptnCt aod tl:£ 90 

'bers bad to be prorattd, tht British tuDd r rtusing to 

contributE to tht offcr1Dgs ; 39 bars wert ~:~~rritd. 

u : ..... 

• I 

~ . -
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~0: ~tcaa ...,..q • Par1a • hanc e 

DAn: l'eb~T ~4. 19S9. 6 p.a. 

•o.: • 
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Cocllraa '• ~1- exp-••• and per d.1• 

c.b&rgeell~e 1;o 1;he Tr-.my n.pen11e111; au~ortaed. Abj ect 

1;o 1%&Tel Resul-&Ucaa. H.e 5houl4 report ~~~ da'n ca 

wbtch he will -.ke hb b'ipa. 

!IJLL. 
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SccrEt~y or Stet£ • 

RUSE. 

232. ?Ebru=y : 5 . 7 ;:~ 

, cyxx'on 

>.:'tc~ P cbru:try 15• 1939 

13c1 d 3 ; 48 p.n. 

POR ;3US!BY ?:iC: :"' --~·~. 

'l'bc Cbar:c•Hor ~ :!::.£ ~0' l't;)lyU!g t o =. 

quEsti on tbi.s :i'tEr"C::cn ~ l:.i!:X lc::.da of t h E 

opposition r Q>..rdin6 tl:£ !~-=l:l& of ~E ::..~mt 

progr:m =id. 
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• 'l'bc RousE or c= rtll l'DO~ t h- t on Nov~bO' 29 

l::.s t I !Cdc :: st::t=~ c.!:t"t 1.::1 n c. of our incrc~s1ng 

ccpOliCUturE en c ~=..:e: ;:r~::~-.s ~t!:c- '!:orrowing 

powers woul.c bE n.E e:d c ~ ~: i-:: ~s ::IS 1nt~:nt1on 

::t !::bE :1ppropr1-_;; c tU:E ttc: :.sl: P::ll= rnt t::: d:r"J t 

l c.gisl::t1on far t l:!i s ;tm rCl>liEe ~ :icfmeE Lo= .let 

o f 19:57 ::lu tb:)r1z:Ed co:~ 1c e=£:eti on vi t b our 

rE=mt prog&!!!!LLE to :: c:''t~ 41' ~ 400.ooo.ooo 
1 n r upcot or thE ~t:IC 19SV- 1 938 to: 1941-42. It 

wa.s .:ldE elc:r ::t th£ t:1.;:1J: ~ , ... r 1.::1troduet1on or tb:::t 
Aet 
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- 2 - #232, FEbruary 15, 7 p . m., rra.o London. 

Act tb:lt the 11m1t of pounds 400 000 000 b • • •~s 7 no 

::>Eo.ns finol :.nd th:lt U' conditions required it 

Po r11:mmt t'Ould be :>.sked to :.utboriZE :>. =e:>.surE or 

further borrouing. Accordingly c woys :.nd nr~ 

r esolution is being tobltd tod:>.y upon uh1ch to fou:!d 

333 

~ bil! vh1ch '::ill doublE thE :mount which = 1 be r---1std 

in tht five ytor period .nding 1941- 42 so t~t ~hE 

toto! lo:.n :.uthoriz td bec=ts pounds 800,000,0C~. ~E 

ocp=st of rt:.rtl.:u:tt:nt net out of borra:: td =one;; up 

t o thE pres ent is just und er pou::~:!.s 200,ooo,coo so thE 

rtsult of thE n eT• bill nil! bE to pr ovide for the Cuturt 

r. tot:.l :.utbority of ::bout pounds 600, ()()(', 000. ThE bill 

v111 follor. the s~t lints :.s the Act of !937 but I 

propos£ to include =cng the purpose:~ fc-:- - h1ch ~hEst 

ddtnct lo=s m:>.J bt used cx:pmd1ture on civil d~mce 

~nd t hE purcbcse of food :>.nd other esscr..ti:.l c=odit1u 

undtr the £s _cnti :>.l Coonodities Rrservr3 Act cf l :.st 

session. The Print Hinistcr :.uthorize= nt to ::id t~t 

:: :ante P::tper on defEncE ~s b o:rn pre~Erl.• 

The 'llite P:.pcr sbot;s !;h;-,t the ccptnditur£ cf 

thE li::tvy, Air :.nd 'J:>.r liinistri ts tor 1937 rr:.s -:;:pron=tuy 

pounds 262, 000, 000 nnd th!l.t i n the ourr tnt fi=ncicl y c.r 

md1ng Mnr ch 31, 1938 the cor responding toto! 1nclud1.116 

;:>1'0 j EC tEd 
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38S, ooo, ooo. It:. tt:!: :!'i.=ci~ yc:u- " bich st:u-ts on 
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tht first A~l ~939 ~ht tst~tcs Cor •bt H~vy1 aroy 

e>nd Air ~it:.1s~ !:"'.!.E3 rtl.1 be soot pour.ds !.?3, 000, 000. The 

tot: l cxp~~£ ~C£rcforc i n tbc f i rst thrEE yc~rs of 

th£ q u1nq1:Ed= .,.....,rg X!L.-cb 19~2 ~ounts to ovEr 

pounds l,'ln,co:.~. 

to poun~= ~.so:,oo~ i~ 1937. ?or t~c yr~ 19~6-39 i t 

1s tsti=ttd =~ ::-EC:.e:t. pcun!is 9 , 250, 000 i~clu.ding ~ 

suppl==t=:r £3ti--~t 1n prospect w!:lil t fer thE 

yt:>r 1939-40 !:t:I: ~';~--~£ 1s pounds 42, 000, 000 

EXClUSiVE or ~s~s';~Ct =o vi: tl puDlic uti lity 

scrvic cs :.=:! =:::==- !:::::- ~crgcncy fi::"i: fi<;h':i !'l& purpos ts 

tsti=ztcd -::: ~s $,~,000. 
EX'PC~'f=!: :'!: :;~cr-:_et :;f feed, !'cr!:iliZ.ETS : nd 

pttr olc= ==-=~ ~= .,c~s e,soo,ooo -:::s incurred 

i n 1938 -~ ::::!:.£ Ees-:1~•ts f o::- 1939 o:;:kt ¥::-ovision 

ror pounds s,ooc,ooo. 
Thcrd'"crt t!!l£ t:::tcl dtftnCC cxpmditur t 1n 

1939-40 1-neltd"'"a expcn:Uturt on c ivi l dtfmct mll 

ugurc EXc£0::.S ':'t.i: ellrl"tnt yc:u- • s cxpcndlturt :::.ttcr 
';:;ldn& 
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t~ng into nccopnt suppl~cntnry estimates by saoc 

pounds 175;ooo, ooo. · nnd exceeds the portion of the 

curr ent year ' s dEfEncE expenditur e to be met from 
' 

rcvrnuc by pounds 307. ooo, ooo. 

The foreign exchange market nas quiet in .th£ 

I:Oarnlng but thE nbovt nnnounccmrnt created an active 
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~~d for doll~s 1n the afternoon; one l~gc 

c~crcinl dollcr buying order cnmt in just befor e 

SLDonis stntECEnt. The Br1t1oh nuthor1t1ts gave 

doll".rs o.t 4,.68 .. 9/16. Gold vtns fixed nt HSS-. 4D. o.nd 

o~ thE 1"47 bnrs sold 42 vttr£ suppl1 td by thE Br iti sh 

!'tmd; 21 ntrE rn.o.rr1Ed. 

JOHNSON 

I , .. 

. . 
. ~ -

• 
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PAIW'IIBABZ OJ' mmre WI iii) 

,..: -.n- .,. • ..,, Part. 

IUD: lebnaz7 15, 6 p.a. • lS39 

10.: 395 

l1DI OOCRP•• 
OYer 16,000,000,000 gol.d. trw • u. no. bei.Dg llel4 

JJs 

bJ' Ule J'r~ rta.llllbaUOIL ~ ~ ccmtilmee to 

borrow tr1moa boca U. ~ hl o.n!a' to taka care of 

prepolld8HD't (?) • ~ U. !Dr!. p 1--4 1,000,000 t.hzoollgh 

Guarall1;y all yu~e:m., $5,500,000 tlm>~ llorpne. cu

bal1 of Wd.aJ''• toQJ. wu gi- bJ' LasarU to Qu&ruty • 

. U 5:30 ~ ~ wh.Ue I wu at tlte :illlzlk of hance, 

word ... r ece1nd of BrU1ah pe.r11a.~ c!eciaioll to 

wu p'n,., bJ' J'r-ch Ccmt%01. a a teo- ai:lrte&, but ward 

cloaillg 1ha- lnllleided. Dea;l1~ ~death of J'upar 

who aiglrt ban tomed a gontJ:•~ID1t, tbe bel.ga r-'n• 

et~. 

The wo~ o~ rertrtcrttm:.e at Lor'"' toward reducil:£ 

exobanp ~ w at:ra!Pt -rd.al ~1ona pleua 

WoT ft1a.l at Ute~ ot rn-. .,. frtad Ald tbat eo 

laDS u 1 1m _. eo ~. ~ -~~ baDta, pa:rt1-

larl7 en-, Md. ue4 u.n ~tor opa-tioDa of a 

epM11lat:iY8 •Len. 
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Seen:tary o~ State -- . 
-~ 
239, FEbruary 16, 6 P • m. 

London 

Dated E"t:brtta.r7 ~· 1939 

Rl:c ' d ~ :10 p . c. 

?OR Tl!EASIP.ff Pll>l.! BlJT'l'ER!fOR'l'B. 

1 . Yesterday's announccmt:nt ot thE 1nen:ast to be 

askEd tor borrowing povtr s to meet a~ot EX?tndit~ 

tr= ~ cllllon to l0800 million was not =expectEd 

because th£ C!la!lctllor ot the ExchtqU£r hsd a=..mctd 

lUs illtcntion or tak'ng such a step on lion:rl>cr 29 (sn 

!io. 1370, !!ovc:!>Er 29 , 6 p . = · ) but thE a::o=~ ot th£ 

incn:asE was largEr than had b EEn S£ntri.ll:T a=:ieipattd. 

'lh£ ae~ cxpEDditurt from borrowEd tt::llds 0,. t:>£ End 
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o~ l!areb w11l ha~ bEEn only about t.200 ::;Ullon. To date 

thE total. of ]_ong t EI'CI fundS raisEd undEr tbi: ~tnCE 

Loan Act is i.l-80 :million to which should bE addEd l-ast 

year's budS"t surplus ot about lo28 milll o:> diVErtEd .t'rCD 

s2nldn
6 

t'tmd aDd counting as part or bo~d 1"unda tor 

ans::rn t expenditurE • 'alErt will th£r£!Ort bE in band CIC 

Jta.reh 31. 1939 sea£ .S milliOn of borrowEd f"=Dds o 
I undErStand 
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REB 

2-1'239 , P'ro:> London, Pcb. l6, 6p.z. 

I UDC!.Erste.Dd that when I W1UI 1n 11uhi.ngton considera

tion 1f3S being given h£,r£ to a lone; ttt'!:l tssuc to bE pat 

out in ?Ebruary but that 1n n or 0: th£ c-xc:bsng,t: £<;'"11 s

t1on account ' s gold lossEs aDd ccns£qucnt absorption or 
'rrE&SU%7 b1lls and thE r£su1tl:lg ~mca:=rortabl)' short stx;!ply 

or ?rE&Sur)' bllls 1n thE d1scoUDt :::srlt£t 1t was thEn 

dl:ci.dEd to postponE thE 1SS'.l&.CCE untU thE late s= 

or ca:-1:; autumn. It is tbENCon: lik£11 that an incrEasing 

po!'t1on of armamEnt c:xpcn&ilturt: wUl be !1nanccd tor thE 

1n th£ total T'rcasur)' bill 1ssu..£ 

tiJl :::1.llj.on. As :::.£Dt1oncd !:1 
Ci::.t ~£1n!; by an 1ncrcas£ 

whlc:l:. nco :l tSlldS at about 

=7 :x-..o:•:u:~1hc or JunE 10, 1937 thtr£ 1s a t r:ld1t1on ~t 
~ Tn:asury b1ll 1ssU£ s!lould not so abon: J,lOOO cll.llcm 

but thErE 1s no cOC!PEl.li.n6 r~:ason -:r"!ly th1s 11.:l.1t szCJCl«' 

not b £ £1Ct£d£d EspeciallY u s uch a 1arg£ proportion 1s 

no- hEld by tbL cqua11%Sti.on account . 

It 1s 1:>E11cVEd that soc.£ 1ncr£aS£ 1n ta.x:1t1on -.s!: bf: 

ocp£ctEd 1n thE forthc=1ng blJdaEto Parllru:LDbu"Y sosdp 

bas 1t ent thE 1nc=.t tax CJ.ch 1s now at ss. 6D. in tt.t 

pound (tl:.E ~est ratE 65. 1n thl: pound prcvaUcd rroa 

19~22) wj.ll not bE 1ncr£as£d bl:c:u:.s£ of th£ ddl3t1anar7 

cCfcct l;)ut 1 t ts o:pcctcd thAt surt:llt wj.ll bE assus.td oc 
}.oft:r 
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lover incomes than arc now arreee~ mnd that there will 

b e an increase in the nation11 ~CDC£ contri bution tax 

which tap s to some extent thE pre:-~~ or e.rmam:nt 

c::nuracturcrs. Taxes tending to :'L.!-er consumption or 

nonessentials also seem likEly. 

339 

Judging from thE 1.800 !ft1llfcc li1:1t nn borrowing and 

assu:in0 t hAt defence txptnd1~ ~t by taxation may bt 

1ncr casEd by say ~50 million per ~~ thE t otal five y ear 

p rogrOJ:l now envisaged will nm to :r;om::thi.ng likE J.2, 200 

dllion of 11hich !.670 million l'l"!lJ. :haVE bEEn spent in tht 

first two years uith ~1,530 m1]1!~ to b E spent in the 

r£:::li:l1ng thrE E years . Th£ est~~ fer 121£ coming year 

is 10580 ::n1111on which would ~n: = :s.vcr:1gt of J.475 mill i on 

per annum in the tno last years. So ~t 1£ 1939 dots not 

prove to bE thE p eak year th1t 3'='f.::lsh Gove rnment must be 

contemplating he avi er taxation ~ .onld yitld an extra 

1.50 million per :mnlllll or aga.illl .,s)::'! rog tor an increasE in 

borrowinG pcucrs . ThE \'lhitlt :o~:r !t.sclt includes a state

cent that 1t 1s at present ~o4s~ to predict how soon 

thtrt could b E a aJ.owing dCT.Ytt. i.e ~ producticD or ann=tnts . 

2. sterling r cma1nitd offU'£'! tlOd&.Y aiXi thE market was 

a U ttl.£ I!LOrt activE with thE Et:-"~~ t'uDd selling dollars at 
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at tht optning 2nd all afternoon but si,...-ne ~7 ~ =all 

a::ount . Tilt ratt ha.rdl.y chan.gtd l'C:l&lni.ng a..-.:=:e { . 5>-il/le 

:1.11 cay . ~£rt wtrt no apprtciablt s:l1ts ~ "'~ ,, __ ~ 

th t Cont i ctnt, y£sttrday1 s announcn:cnt rc"-2 ...,.:•-.r '"t#~::t 

txpt~~Ccicurt a:;>ptaring not to h&vt disttlrttd ~:!.:!.c:::e£ !.: 

sttr11n& u::dnJ.y . 198 bars or ::;old wtr£ soL:! ~~ -:.! C:.!.c!.: 

wt rt :arritd ~ about 114 turnis~td ~Y e~< ~~~ ~. 

T".nt ?ri~t wa s 1485. 4 l /2D. quottd as a l/2D . ~~= a: 

4 . 68-5/8. 

~t rrscc rE:Caintd sttady all day at L~.s n~ ~ 

Dank of FT...:::CE taking sr.al1 a:::ounts ~ St:'c:::'- •-:o;-

HPD 
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