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-.l-

Appointments and Resignatiana 
Faha , John (Senator Pepper 's choice for Collector of 

I nterD&l Revenue , Flor ida): 

Book Page 

a) Pepper .. ka !llUr to prep&re pepers so t hat 
ll&lle .,.,. be presented to PllR wben he returns 
to WaahtnCton - 2/25/39················· · ···· 166 

1) IIXJr reporh to Pepper - 3/3/39 -
See Book 167, !"'€• 206 

2) B!I.Jr tells llcReynol.ds t o prooeed - 3/3/39 -
See Boolc 167, !"'€• 211 

Armaments 
Reduction and lilllit ati ons of: See League of Nations 

- B-

Business Conditions 
Lawrence (Dertd) tells l!ioiJr he feels statement an 

taxes to the ;n-eu cay be.ve caueed tllrlli.ng point 
in whole bua1ne1s s i tuation - 2/25/39····•······ · ··· 21 

Keltenborn (H.V.) broadcast - 2/26/39.. •• •. .•. •. •• •••• 25 
Haas memorandum an aitu:.tion for week ending 2/25/39.. 166 

- c-

Customs, Bureau of 
Consol.idation of Appraiser ' s stores office with 

Collector of Cu.tc.s, !lew York, discussed a t 
9:30 ..et1Dg- 2/27/39.. .. ....... . .................. 128 

-F-

Fahs, John (Senator Pepper ' s choi ce for Collector of 
Internel Revenue, Florida) 

See Appointments am Resignations 
Financing, Governaent 

~ se:or&Ddua ~ suggested offerinp andre-
offerings- 2/25/39...... .. ......................... ll 

Bullitt eanaulted about Eu:ropean situation - 2/27/39·. 66 
Kenned;y • • • • - 2/27/39·. 179 
Haas reports on eonsllltation in Row York with various 

banks, 1nsurance cc.panies, et cetera - 2/27/39·.... 96 
Haas meatarandua - 2/27/39........ . . . • • • . . . • . • • . . . . . . . • U6 

a} Yields since 1a et financing 
b) llarket pettern 
o) Consideration of alternative iaauea 

•Jo new _.,.. dechion of Treasur,. adrtaers - 2/27/39·. 178 
a) HMJr ao infor.s Eccles - 2/27139······ ··· · ······ · ·· 191 
b ) Gotai-t bond arket •turns str ong• - 2/28/39.... 210 

Hadle7 ~ OD poaaible """ iasuea to be offered in 
exchan&e tor the $1,294,000,000 2-1/~ notes -tur1ng 
June 15th- 2/28/39 ••.•••••• ••..••.....•.••.•••.....•• 225 Regraded Unclassified



c 
- P - (Continued) 

3ook Pa:;e 
::'illancin<;, Qovernnent (Contirmed) 

Tre&SIIl7 bills - proposed reduction 1n vol.uoe of: 
Ece1es sends cow of Board's oe::oorandun - 2/Z7 /39 

?lor1.d3 

166 71 

Soe Appoint:nents and :1os1gnations 
France 

See ~or Conditions 

iler:IW\Y 
Soc Stabilization 

Jroa t 3r1 t.ain 
See Stabill•at1on 

It&l.y 
Soo -;ar Co!ldit.ions 

Kaltonborn, H. '1 . 
Soo !lusiness Conditions 

Labor 

- 0 -

- I-

- !( -

- L -

:::.:Jr congratulates ;,"DR on letters to Green and Lens -
2/26/)9... ...... .... ... .......... .. .......... ......... 24 

I.e3;r~e of :;ations 
.\1-...:>.':ellts: Conference for tho reduction and 11aitdions of 

Co;rJ of draft convention dated Geneva, 19J5 - 2/Z7/J9... U2 

- P-

Porshin_; :tal.l, Paris 
~o:U'eronce ; present: !n.:Jr, Chadwick (National C<>nnanr!er, 

Al:lorican Legion), Johnson (Assistant Secretary of 
Co~ree) , and McReynolds - 2/29/39···• ••• • •• · ••• • •••· •• • 

Purchosing, Oover~~nt 
Attorney General presents rovisod draft or proposed "plan 

for uniform handling or ident ical bide" for presentation 
to FDR • • •• • • •• •••••••• •• • •• • •• • ••• , •• •• • •• • •• • •• • • • • • • • • 

- a -
.!avenue :tevision 

Seo Jusincss Conditione 

209 

19,3-.l 
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\ 

S;:Wl 
S.. aar Cooiit.iOD5 

s~ 1.llu:.!oa 

- s -
Boo1< 

~t S:-:.t.a.U>: ~ reports 0:1 lang con!'erence 
n~ ll=~ !Oo=n CCI!CerniD6 iapr-ove»ent in 
Ge=n eecoa:xic and finaAcial a1tur.t1on - 2/27/39. . 166 

a) ~ sutu tba~ Scha= t baa been tb.e 
= ::= all b.il< intor.ation to date 

b ) ~=- &.Us :tau Depe.rtaat to ~~ss 
a,"~ e<::u';!.= - '3/2/19 - See Boolc 167, ~e 90 

S:;.8111.lluti011 f-::::.d 
~wilt~ c.L«.C?•se~ at. coa.!ereoce; present: !L.Jr, 

U.s"'.A:=.~ ~--Ed, :U..*!'!elt , Iooke, 3anea, Bell, 
fole7, ~~tor - ~/~7/)9 •••••••••• • •••••••••...•• 

a) :.ar..:c ~st.., llhori.ni au:Ut to ~era 
o~ Seaocw ~ttee 

Ct.oe..-e , ~~ :AZot, Jr . : 
(a..,~:.a , ~ ~.: 
(7amle:lte:r;, .l.:rt!Nr ii. : 
~...., t ile t:t! corres;>oDI!ence •••••. • • • ..•••••• •• • 

~sa """'~~ :!JU: el>ou~ ap;earance befor e subcocmittee -
2/27/n . .. . . . . . ...... . . . .................. . .. . . . ...... . . 

S~a~t. <£ :;:.g"=" ceCo:e Coaaitt.ee on Coinage , ;Je ights 
L3d ~~-es ~r 3~e o! Representatives- 2/28/J~ •••... 

a) fe~ ~tted to J.=erican a.bassies 
1n ~e!l, ?z:!_s, 5ruau:s, The Ma(;Uf , anC 3e:u .... 

~ ~t.e:l£ a: 5 b:7 3U::-
3•!"ore C.:ad~tee em Co.i::JA_6e, t:'eiz)lts ua.1 lleasu..-e~ :>~ 

~~_:~ o! ;e;=ese:tEt!Tes- :/~F/39 ......•............. . . 
a) '!ert' ""'-'.: t"rs.:>~l~t.ed to J.ceric:&n :::..bass ies in 

:.a::tkrn~ ?t:i.s , Et"''l.EH16, T!le S&.iUS, and Be..-n .... . . . 

- T -

Tuat!~ 
~ee ~!.::.ess Ca:a.!!t!O!l.S 

-.-
'IIA r Ceoii t laa£ 

=~ 

B~~ re~s 011: 2/28/)9..... ..... . ...... .......... . ~~ 
a) ?recc: loob-a ssa"'or in S prili> 
b ) .: l:Cl..-e ~....U ty o f Sp&in 
c ) rtal!a-, ?OiJrt. ot new 

Regraded Unclassified



.. 

-... -... --. . 

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

~ . 

: --· ·-· .. 

=: 

~ 

~-

.. __ :""· 

-:.:- . ....... -- -

::!'1:: , :;r. Sec:-et s.!'"".; . 

T!.~· 

··~- -. :•= ~ -~~~ oe:.: !::e 
!! :~~ ~ ~~ ~r. ~~eJ ~~v• 
-~~ :. ;"'~.1 Y~t. :') ~. 

?e~-.:L... ~ 2-5 , 
1': :~? e. . t: . 

H1~9. 
1 

:'~ ~ !' !. -:- t !.de a 
d~1~ ~-~~~1c~!ly 

-~~- . : ~e~~ ~hst ~he ~· ~~ ~ r!l.. lr in ~ucn !hape 
~~' · .. :·,·.t :::tr:. .:~ -- _,.!'"r .. z· ~.: ... ::.: f'T1t.e .·~ :.l~ otm t.ic~~t~ =- &:)u~~ :-~~ - - -1~-·: :~!.~E. J~ C)~r~· , ~c t~ 
:.: '=' • 1"!:.:-r. :.?:~ ::?·:.;:.~'"- !.fa. :1:.::!.£ :::::>r e !~!'1n 1 r:-!.;· ::.z!: 

: , ~r .. ~ :·~~ e:;;.~lt: !.:> 
::-:- ~ ~ 1--<., .:" !. ,= ::-t!: , 

.:!. :-~~ : .Jr : :!:.e r E ~'L""'dlng, :>r 
T"!:!.c ... e·•·- :- .:=u rs:,t t'J .,.~~.., 

: t. ... 1:t:~ :· .,\.· ~') ·~~..! -- E..:. 
~~-·-, P~f & VC~7 ~~:~ 
f ::,,~~ £ ':. ..t!'~ .. 

- t ... f. ... 
0'-' • • 

:~~~A's ~ ~~r~~t f)r 1?~~ 
~r~~~ . ?: = ~~re, s~1'l ~or 

Regraded Unclassified



• 

S: 

~:.rr: 

S: 
::· ~ ... ,.. . ...... .. . 
S: 

.· 

2 
- 2 -

An~ ! undars~Pnd ! ' o go1ng to see y~u Wedn~ ~~~. 

':hRt ' s r l.ght. . 

Yeah. 'Tell , :' 11 call you t::>o·~s:· then . 

;:·ee , be:~u~· ::.,ne-:...y : "r"Snt t.!l r:e'"e '.1;> ny c!.nd whether 
! - •nt L~V C0 Sh Or DO~. 

ve~ . 

See? 

·.7e11 , : •11 - - ! ' 11 ce ll rJu ~:,nde:! t!:>rnins . 

Regraded Unclassified



?tbr~~ :F, :~~~ . 

ll: C<J ~ -=· 

3 

~;~r~t~-: Go ~~p~A. 
S~:1rt~r 

?P'p~r : ~gllo. 

".:Jr : '-'ell::> , Senator? 

? : 

:: : 

•· o:>l:!. , : c ::>uld US P •• 11 :.t.lc !"l,::-1-:la :·.:.~ ~·- ~=-· 

·-ell . : v·~eh !: could b rine: ~:Jce 1.1_~ ~):'" :":l'.l . :""~!!'" - t a:!:er 
!.£ :1.:>!'1.; bett.er t~.1£ ::>rn1ns . 

.. :r . Secrctar~l, ~ f.1dn' t thin% 1 t. r~ 1::. eve:"' Ce r.ec•s­
st.r:· \." t.r ... 11bl~ y~u ···4..t.}\ t.b!£ o!~t~ll , C1J:. !.:. l~'ltte 

ll"' l t ~s --

Sem•tor -~-'16rcY>s ?ncl I " !!''Jd lJ.t~l!: ·J !.tc •s::> :'PC?tX.er-:0 
:,., .:!"' . ":.:e1ve~1nc; e nf'\"' :i>:OM1Sft):::.er - - : ,1-.,..: .. .,r :Jt 
!nt~'~%'1 ~.1 ~evenue !""'""' ?l ,ri~q. ·-£ ··~:-r. : ) _'P :(' ~ : ·,o'1::;e 
in t.!-,e iOC"\l.~b e nt, A nO. Senat :n " .:.,:·-::.r ~r~, ~ --~ ... .!f-;·r r:., , 
t. ~:--· t !:P ~.e":t' ... ~an ttvt ue v ~~.:.t t > re,::l;::_~ ~. Jver ~, cee 
::r. ~-: lvering for 8 )t r~or!.l c-,::~e~e .c: ~!'"~ re -- ... !' 
t.ried to as< h1a:a 1f t.~c.ro ·-.: e: -!"'.=·"=,z:. =r }·=·= -Gr· .. ~~:"!.:ln 
t~ rr.)~ :he ~Pr. rh1u~1 be ~re~e~~A~ -~!:~ ;~ r:~ ~ere. 
~~ c ::n~rEe , -e Pr~ticl,,...tet! t :"\e ~:ir< =-~ :~ .. ~~:.:'~r 
\r.\'-'>~t.l£_at.1~n , !lnc'. he i!"',' t S1,~: U~ E::~ !...~:"c-:..~ t.1~n ; 
~~ fPct, C~jn • t car~' ~~ c.ucr. c~~~~r~~~!~~ G~)~t 1t, 
t~~ t~s t~~ )Oeitton all t he ~1~e c~?~ !. ~ ~.c. t ::> c~=e 
f i r rt ~r"1:: the "'hltt> " J:.t£" . ~~:. : , -e :.::::>:: !.:. ..:- ,..u~ 
··cTnt·-~ e .,._ c~ 6 'Itt, (' '-~ ~ -~ -~• •\.c~ 'r· • - ~-· • _ .. 4 , ...J. , ... .., 1110· _ ... IJ e'' · .. ~ · ·4-· _.:; ., -.;: ... .., •• 

-e t.,o:r. i t u.: rtt.~- J1r ... n1e R _ ) v.:: :- t::erE.'. _-, ,..-~,. --
··" c g?t e1c:-: then r nd Jio:nle cal'"-; C:f :: :-.::f ... o sP.1d, 
r~ll. ~ !:le -- he hA.~n ' t ~?tton ~~ Cf'r.tl:>n ~:. • ... ') the 
?:-cs1dent be~?re h" lPft , ~ut t hat ~e "•± ~·e t.he 
r eoor.!MenC..?t1::>n t.., him. '!'hPn Jir.::Jl.e R* ,..,~. 1:1 t.~u:!l 
l"' l tl-o. ::r. i'elvering 11nd 'ielv er1ng s~!.f. !"C?~ ·.a ,.!isn 't 
f:>:> ln£ to Cf-LlSe Any lnve~"=-1St t1.,r~ t? C.e ::sC.f' -- t.~F ; 1t 
•• PC t:> co:.::e tl:r:'•J!)h you . ""Je!l , r "'~-, 5~rc. t..:>~ ,_,..~_._,.& • 
r~! r_.:; ;;')E!tl:>n iF t~e.t. -.-~ -- -~ ~r.c ~I7~ t ? _;pt e')Oe 

... :~ ::t" e c::£ ::t'\de ::>n it. en~ '"'f! i"F.nt t? r -=~:.t~~ ·~ ~>u , t1n~e 
-· ... b ~t.!:. C">~cu.r 1 n tthr rP~~=oer! c t.1on :>f :. ~.!! ..:r. _,.,bn 
~!»~£ r;. !.rt!e.ebur e;, '="1"\r•.·"" ~ !.~ :":lU ~:-- ' ~ =~ L~.~ ~!t!'l"\~\£..': 
:.' - - :. :> f".nell:r :et. t.hP .-.:e e ls :>!" ~~v~:·!..;a :.1 J~ '.J.C3f'r 

Regraded Unclassified
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- 2-

Se:l!tt-~r • r--!: !..:: 
or 1t. . ~e~! 

A::.O. : -. .. t, :..~ be =..e l;>!"al. It:'~ 1!' 
~ ,-r !. ., !:.: :; ~ l ~ t.!:.E- t;.-. ' -.:: 

4 

•uct !:J:- ' 1" c:.,.- c_,..- t, b..~le ·~c ~C"'tl~• •7:.a':. ~ 
--=--=1- .. ._. •.. ·~e ~.-.- ........... •·•-e: ... ,,.. -~--a• •f-~..- ~ 
~-. . -~ . ... _ - -~""""' --~ -~-~ .___ ·- -

:.-=.e ::::~L~•.::. ;,~ t..!"o -~:!::-:.•! ~.e'::..~~t: ~c:,.e.- ~ 

~· · ­
... __ .. _ 

-• :a~-)r•·~-, ~~-~ 
~::- -·":.!':. : ~2!.!: -

~-.:.~-.. 
- -c-- . 

-::! - :>;·"" 
_;::. "-: :.:· ~ 

! t. :, e e-..,_<"!"'!"'&-.! - !. - - !. !' ~ 
?re:!c_~~ ~>~: ~~~ 

-·-- -• 

-:11 '"' 
1 

: :-• ,::_:- t2:.•r_;- !.E, ::r. ~~.:o--e:.::=:;, C~ :~ 

~ -e ~~·-:::.~~ :s TE::7' "!•t.rJ":lJr~ .,~!:-:!.:.1..= :..> -·•c 
:::._#: ~:. ~~- =._x.. •:. -~!.=::: ~ ,_ 'l~-~lY t:x!t.::3.~~ 

·- :~~ ~~~!:•de >~ -~~ ~>l:e~~·~. ~~~~·~ ~~~ ·=-~ 
~.,: ... ~(t.' L.> ~~ ~ .. oJ: w~-::.. !~. 

~t. -t&at. 
-~ --

£~": :,_:.:a. CJ~:-:=:. ,_ -- :.~!. -­
:..•:: -~~,:;-~"'!. 

1..::.~ z.: .... -- ~j'!IP' ~t. !:.!! ' s !:t~ ;-.s "::'t ~ ·,..c !::. -~-­.-,.:-: =· 1"" ,-..t!.!_ -:,o ~~ • • I e e!.: ~ ==._ 1: • !..::C ,.. t--? t • ~-

Regraded Unclassified



- --· =-- • 

~ ... _ ... 

";:- _--:. 

---

--
~ ... __ 

- ......... .... - -~ 

- · =-~-... -~:..:.. -_-.-- ~ _, __ ; = ~·--= -· ~ 
! =.w::z-_... '"' US :-:- Z:..!: ~:: -.. ~ E ~'-:_ - - ~ ---::;---~ :.=: 
::s:. '!. XE- ~ ~ !=.~r • ...;::c ~ ~:c. ~~:- ~=- -·-- a--:! 
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Regraded Unclassified



~ _ . .,.. : 

: : 

---= _ ... , .... : 

":. .... -.... . 

·- · 

• 

6 

"'""el:, - · ...... ... '!' _ ,, : =~ ...... t ::~ !~ :! ... ~t<C .... -:: . ~ llf :. -. ... ..., • 

... :... 11.~ • ~~r =~ = ~! E.!""Jt _ ~ ~£! ra~t ~~ sav! :~e ~·=~ 

~f :: l :O -!:~~ ll."':t~~ 
t:, .: t ..... ~ !..::.- .ir!_ :.~e~ t!. :>n 

t he ?r•E !Ce~~ :J~~£ ~~:' t~ -- :: 
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: ':= !" ~= ...... "'"!:..:· s,e~. ? ~ =~ ;...~r;#.::: 
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:,..~c~:e -~ ... .. , ':·.1: : : :...e :. -!"- "' ~ ~') ~f' :. t:to ~ 

~!:£ ;~~-~-~! ~~ r~e~ :~c ?re~tce~: :'t~ :~c~J ~~-

---. 

- -. 't - ... ... _ -
_ ... _- ·-.:;.-- · Eecret•::'. 
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'fo: !be Seoretar)' 

111•• Lo~f!. 

~ ~tal. uaaber or W'A workere 

Oil hbl"UU'7 18, 1939 1a 3,010,008. 

!be lDoreue cbll'1.uc Uw WHk rrc. 

I'Bl"UU'7 ll ~ Pebl"UU'7 18 ... ~.082 

workere. 
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WORD ppoopQI &.IIfTIII'ftlUlOII 

luaber o f Workere _,1oJe4 - Weekl7 

um. Wet ''-'-• 

Week encUAg lhaber of Workere 

19~ (Ill UlouaaD4a) 

....,.\ 2,m 
Jla,J 1 2, 
Jla,J 21 2,~ 
Jla,J 2IS 2, 7! 

June~ 2,693 
June ll 2,71.2 
June 18 2,m 
June 25 2,7 7 

J\117 2 2,807 
Jul.J 9 2,115:5 
Jul.J 16 2,899 
Jul.J 23 2,9~ 
Jul.J :50 2,9 7 

Augua\ 6 2,993 
Augual 13 3,017 
Augua\ 20 3,~9 
Aug\le\ 27 3. 7 
Sept•ber 3 3,086 
Sep\eaber 10 3,102 
Sep\eaber ~ 3.ll~ 
Sep\eaber 3,120 

October 1 3.129 
October 8 3,1~ 
October 15 3,1 7 
October 22 3,201 
Oct ober 29 3.~ 

loY.-ber 5 3,263 
loY.-ber 12 3.~ 
Bo•eaber 19 3. 
lloYellher 26 3,216 

Deoe.ber 3 3,185 
Dece.ber 10 3,139 
Deceaber ~ 3,083 
Decellber 3,021 
Deoellber 31 2,98E 

1939 2,967 J &n\I.U'7 7 
.J&D\I.U'7 1 ~ 2,927 
.Jan 1o1U'7 21 2,898 
.J &D\I.U'7 2IS 2,88} 
FebrloJ.U'7 ... 2,~ 
Febrloi.U'7 ll 2,9~ 
Febrloi.U'7 18 3,01b !f 
8oll:rce: Worb Plogreee MetnuU'aUoa 

!I Cont14eaUal 

9 

Regraded Unclassified



7 I a'~~ 
1936 (Ia Sf n ) 

J~ ~~ Feb~ 
lliu'eJl 2.~ 

AprU 2.~ llq 
Jane ~256 
J\11.7 2.~ 
qua~ tm Sepu.ber 

Oc~:r 

~~ !loY alter 
Deo__,.r 2.1.92 

1937 
J-QU'J' 2.1.~ 
Febraar7 2.1 
llareh Z.ll5 
.Apl'll 2.010 
llq ~'" J'lme ~!21. 

Jul.7 ~~ qua~ t'51 Sep~.-ber 

Oc~ber ~'16 JloT...,... 
i:~ Deoesbe:r 

1938 
J~ ~901 
Feb~ 2.075 
llareh 2.»5 
.AprU 

~m llq 
J- z. 7 
Jul.7 Z.'J07 
~t J.o67 
SepY..,_. },1.20 

Oc~ber },~ 

~-
2.Ml§ 

Source: 'llo:rfta Piuc:r .. u ~t!.clll 
a/ CoDr14~Ual. 
11oDtbl7 t1cm'e• are .. 'tl 7 ~ r=- 12a uY•t -.a: or the .aa&h.. 
ftle7 1Dc.1ta~Se carUr1e4 --~ 

worare, 

!0 
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!1 
TREASU RY DEPARTMENT /1 

INTER OF1'ICE COMMUNICATION 
1 
J J 

_.,. ~35.1131 

TO Seq. llorpa..,._ 

' "'"' ' . !. ..a. 
lltrnhnrrv 

I. Cf!e;;t.w s- h -

·"---11!1! h'Ml- z rg 

l.iO ?S/32 
1 . 88 1 p\. 3/32 

2.39 1 p\. 1%32 
2.41 1 p \. 4 32 

2.113 1 p\. 1%32 
2.55 1 p\. 632 

2.156 1 p\. 12/32 
2-li'l 1 P'-

2.156 a pu. 22/32 
2-li'l a ph. 10/32 

Sboal4 1le prtoet 
a\ 102-o.r lieU• . 

2-li'l a pte. 34/32 
2.60 3 ph. 11/32 

Sb<llll4 1le prloeol 
a\ 102 or 11eUar. 

.l ~ 1.0-~ llc:Dol u4. a-1/2$ 15-18 ~ lloa4 aw-r \o tu 1a ..u 

~th :aaturtu .. a... .. uteMhc. oa \be oUter baa4, a 3-3/414, 1-. ao •"ar 

11!:at -:::nv, b •tl.~ - rich walaaa pr1ea4 at.-,., 102.. hr a l-eer 

~~i, • ;.6/11/J 4 • td d tiler 3)-35 ~ \am or ~ ;rear -. aw-re 

sau.r~coq ,_. u-•• P ..u.. 

Regraded Unclassified



- z - :!.2 

11. MOtferl¥ O!U!!J11¥ Iar.~~n a\ a htS!: 

roo~nK at a pri~ U \» fhncl"i> 1• UalW \o ~ &84""- c:a* 

l • aaugllt. 

een!uH7 N o! ! and. .llso tl:<t l~t 'Da:ail h.,... U. ?r3/u o:! 1 n 1515, 1a 

u. coulurabh dr.&aai &:14 h ex;oerlrr'"'C a CO!IIUtica o:! ~t7 1a tM 

a~net. ~ ., ... healUq ttal!.1.q sUaati"'" 1.: ~- h-=a would rt.alt ~a 

lttua to be 
l!eo!!tra4 

!Tu!!U7 I o ta 

1-1/Sc ct 12/lr>/U 

2?-1/28 e! 1950-52 

~/4• o! 19~ 

Prese:>t """"""'' 
Ov.tat:awU we 

(I!] Hoaa) 

Ull..l 

103.7 

11):5.16 

100 1 pt.• 

1 pt. 7/32 

1 pt. 16/32 
1 pt. 1{32 

!ba -to&rlac 100te h tl:<t ~1/8• o! 6 / 15/!9, u4 h CJiltatnMmc to 

tlle • ow" o! $1,2!H,OOO,Ooo. ~ ,..=esct r-1- ~a"" 7h1tl "'"--"U­

th ... 1 r1pts• h 1 pol:t ll/32. 

Regraded Unclassified



-:a-

a. ofte..UC of o.b•nf" .. 1- at a ra •- 8loooo14 .ot proft 

at all Mus..-tal to u.. n .. v1,.. paacaw- !!lie-d doh M*M 1a u.. 
=-' J:1C t~ Mt a mccu.N JIJII_,..,._, tor _. • aperaUaa, Ia 

c::-?:a~ n-w-c, prtd-c of h- 1a •al nl.o, .- dole eboa14 

a ~ llp!lllc:Ul• to !roa.n%7 offerlap., ~. U. rMttert.c ot 

;~<Ute:•f'IIC h- at a price coaaiffta~ ~- U. ~\ price ot U.O•• 
1sr.:- olloxl4 pruft .err aUrKUft to ........,. eal aU.re ...., are cODU-..17 

~ ~ bn.ee wbu ••·allalll• at U.. ld&fMP -nat prlcn., 

u ach. pro,pwa b loot.l- 'd~ t....ar, ~ n•oomc&lllte 

'001¢ "be !alp1'tal 1a u...nac mooU. ro.IJ':u -to 1a 1M -.rat, 

13 
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EG GRAY 

London 

14 

DatEd p £l:lroaaroy 25, ~ 

REc ' d ll:~S a..=r. 

SECrEtary o~ Scat.:, 

Washington. · 

270, P Ebru&r,J' 2S. 2 p.~ 

?OR TREASURY ?Sc-- S11.ITE:i!:CRTH. 

OnE. !"hE &-'"&3sador had the rC"prEso:.ta.tt't~ e!: 

thE A::.o-1.can baLks ~;u:rat1.ng 1.n I..andon to ~= ~!'; 

thE Et:bass.> b.st: lll&bt. 1'h£ ~1.n contrast brtln:E!l 

last night ' s discussion u:d that r1:p0rtEd ill ll:o . ~. 

?Ebruar:t 24. 1 ".r::. a.rns£ ::.ut o~ thE tact that rtr 

A::.Er1can 'bs.nlurs, a1though ke£nl7 awarE o.r thE dmr!i--=£ 

ot thE 1nt£r1lat1c:al. pol.J.ti eal factor. arE ~u~IES.S 

g1v1ng cons1d£rat1oc to th£ problo::.s whl.ch wo1:Id ~£ 

" should p EaCE b:rr:ak out" . 'ilhilE thErE wa-E no. ~II: 

practical suggEstions as to h ow ptacctul c~E ~ ~ 

provEmmt coul.d br: bl"u:-oo6ht about in thE tDmEdi..a.tE l!t:ll=r£• 

thE =jor1.ty of t!t.r: l:>ankus prumt SEDil to ~ ;;,...,.. rlar 

that & !:lOrE EqUSb1£ dJ.s:.r1.bution 0~ thE worlC.1 :!: l:"£S I 
1 :£a 

t.as to b E fa.c Ed t:.r thE :r1 cb d El!tocra t 1c coantr:ta , .cd !.:l 

this connEcti on th£ Van ZE£1and report W&3 rd"ut IEJ! 'ttl. 

!host wh.o baTE d e £ a CDS1d crablE busi nESs ill Ge • m~, 
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- 2 - #'270, ?E:bruary 25, 2 p.m. from London 

=gcd str:o!lg1y thE v1. r:w that tht GErmans coul.d bE dtal.t 

Tith 1r 1d tolog1ca1 consi derat i ons wtrE not cnphasi ztd 

~ I~ oCt h t Chcnlcal mainta i nEd t hat war • as not 

=:.ur:u:r SJ:d !:hat thE altErnati v e was chaos and 

5:::1sh£rt= in G=.any if she wErE tconom1ca11y and 

~~-~cial.ly isolatEd. I n his judgmt nt.Ingrams statLS 

:u: 3:'1.~k=ar., t s r t t ircnmt was r eally causEd by a 

::t:"":"=::.s ~ :::- Ea.llx!:on: ; hE was lunching wi th him at thE 

:!ct:'!:..s":aclr: • hEn h E collapsEd. 

~t S?tcttic mattEr of intErest arose r EspEcting 

:!:1: :::.ctict which has bern rtct1v td by the banks in th£ 

"t..- ar. s t ar:dsti11 rtgard1ng thrtt (nint) bills •hich 

&:'£ c urrcct acctptanc t crEdits on ac t ual movEmEnt of 

g:K>i.s . Es;::Ecia11y sine£ thE absorption of Austria l:y 

j C'!:SI:.f t!::crE has b Eo: t alk in Sr i t ish banldng circlEs 

~ a rE&~jus~cnt of thE s tandstill on a national instead 

ot c 1ntcrr.at1o&a1 basis and s Ev Eral of thE A!:tr.:rlc an 

t~crs prtso:t wtrE apprEhEnsivE lest this stEp r Espcct-

1'S :ertE (ninE) b ills was a pr EludE to such an adjust­

::ot wtich they rtgard as harmful. to thE Am Erican s tand -

5':11.:. c r £ditcr s . 

Regraded Unclassified



-3- f?;'ro, ?Ebruary 25, 2 p . n . b-oa London 

:'Yo. l'h£ f'or£1gn EXCh.a!!g£ -.rlrEt W"LS ~ actin 

today rith t h £ pound contlnulng strong. 'lh£ 3r1.tlsh 

t'U:ld obts.ln£11 a f'ur quantity of' dollars at 469 l/8 

lst£r en£ quarttr. Gold •as f'lxr d at 148 s 2-l d . 

:1:r 205 b ars sold had to bE proratrd. 106 •err 

::s.rr!t!i and thE Br1t1sh r=c gav£ a f'ET:. 

CSl' 

16 
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17 
10: 

• • :-:-. :..a: !c. ]:.!..!"":~. :"" • ~::~:-a nra 
.:- : .! ~~: :- . ~eo-: ?!_:_ ~ -=-:-!t:::. , .. ~ ... 0:1 

!~ -a: !:-..: ~. ~!:"'-.:.: . ~':e: n..s : o h&Ye 
l':.-~ wit; :3..-_:~1!7 r:!. ~~J.:- &.~ a.c:"'eed to 
:all~":.: a·" ~~. ~JC.. ~-= !.r:.iT"er tle 
c~:;.:..e1 -:o -e.: 11..-t ':"a· 'SI!:1" . -C:l !.r: O'":t o~ 
t::r. 
~e sa• :; • ....or ::::..._~ ~ :>:J :.;.r,Lt.on• : •ec:ro­
:-&.=7. ~;-:~- !s •- !.- _:: =..:r::::-;.aJ . 
3- -~" aa.:..!. :...e :!....a.!.-:-= !~ :.e--at- : very :::n.J.eh , 
!::.& t t..,....=..r-._~: !.: '1&.1 ~=:- ~~'1~ e-t! Yell 
t-:.a:~!. .. !..7~-: --.1 ::- -:..T...! =: -.,: :- !.-~ C:)".:J.in tt '"te 
:&." ~ ~' ~': • . ... r-"'_:_: :-·---!: ., - - ~-;'" -v f ... t i _e ~~~ . 
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' ' 

• 
Sta~Jrt b7 til. ...Ule .,bert L. ~. 

Clad....., or t~. w.p ...s ....,. c-J.ttee, 
ot t be lll:llllM ot •P 111tat1 .... 

,-r .. rdq about bio l deaa tor a taz procr-- It etatee • -

18 

t ') poaltlca e:notly , 
• 

tlonal ,..,_ 'by 1J>e.-ae4 ta-a at t bh tS... 

I -~- ... ....tary llo~tlwa 0a a~..ti- tllod: w ,.._ 

_,_ tba •ole ttu atruot.a" with til. 4eo1.ralole o'bjiMtl- ol 

~ nell ute~ to ltolail>e .... terprleo ...S --m• ,.._ 
..,...,.,. u • Y be tOW>d to .nat, 

• • • 
C6 

• e 
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TREASURY DEPARTMENT 

IICTat OPPICa CID-UIIIICI-:-.•'1'1010 

..... 
" l:r. ~ston 

The regul.e.r wu.1. r;-n.s 'll:-06dc;aat at 6:15 o ' clock 

l&s t even ina geve oo ~1 dereble tit. tallt1 on to the va r1Q.I a 

! 9 

u x stetel:lenta , :rererri!l£ to U1e co::=em by Senc tor Bel'!!:ley 

;:~ :iepresente the !bug1:~o:: Lc t.he >-eke ~ tbe statement 

~ the Secretery . It 11:es e strd ghtalrEy story, besed cn 

t !:e tiP dispatches £Ill1 111d.ing up •1th t!:e lopsided c=ent 

~::-o=. opposition Coll8re s= en tote Rill . 

At 6 : 45 o ' clodl: l..o'<e::.l 'Ihccas pointed up the 

story by say ina t il.!! t "Teste ~!!y Sec:-e tE ry L!argentheu slll.d 

he tb~t busia ea!Qe!l ~e&l.~ ! :-op tbei::- ' "'het ' s - tbe-use ' 

l!tc! Ulde en'! that tbe Cong:-e ss sb01111 stu'!y t!le tex strue tu!"e 

in e s8>0rcb for possible cete:-::-e::~ts w business , To!ey 

Ch !! i~n DoU£hton or the Eou..~ ~:,-s !ll.c! l:eem C=i ttee 

~allowed up by u:-g11:18 thrt tbe n~y be be!!)ln i=edietely. ~ 

l'ulton Lew!s, w:l::o ~ agreed tD ccnsider the 

sl:\ je:t or texea , "-ES o: t!:e :i<ht ual l>etlro::t: et his regule::-

7 o ' clock pt:r ioc! , but !eTOt>eo :.crt o r his ti:z to t !:.e ne"tr 

~::;e Ccurt 'l&l::b ncy 8!ld ce lie ::o ::en tion or t exea . 

Regraded Unclassified



1 atneerel7 bope tbat Cclq;r ae Ttll take a 

caretul look at the tax la and ... ~ther there are 

BualnesSI:l8n ought to !eel that the e. :'"-: tnt strattoa -.uta 

the11 to go ahead and teke risks an.! tUt the 

admtntstratton wants them t o t:ake IZI11oe;f. Tax 

legtsle.tlon abould be or a nature tMt ! s !JOt a deterreat 

to buatneesmen. or course •• need .,re ~. bUt tn 

'Ill¥ optn!on the wey to -.Jc.e It ts ~ bllatDeA 

recoveJT • not througb htgher tax r&tee. 

Regraded Unclassified



I' 

Felma.J7 25 , 193G 

I - D.rtcl ~- toda7 and be 8&14 ~t IV 
~ ...a. t.be atate-t to tbe preu OD tazea 
~ !aft 1cl a tur!dag po111t 1n tbe wbol.e baa1-
De .. a1'-UOA. Be oa11ec1 tb.ia a •a.n.u~n 
Periodi• tbat t h e Mw1ntatraUon-. cbeck1ag ap 
oc u..u. Be 1a going to talta wbat I aa1c1 ael"1-
oua~ aD4 1a going to take 1t tor grantecl that -
&rll •J.D.:•~-

21 
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..1 - -v.l-- ) ~ 

22 

!ax Bill tor 1939 - rebraar:r 25, 1939 ~ JUDe 22, 1939 

1 entr-7 2/25/39 

1 I 3/3/39 

2 I 11/5/39 

1 I 4/7/39 

5 I 4/l0/39 

1 I ~/12/39 

1 I 4/13/39 

2 I 4/14/39 

2 • 4/17/39 

2 • 4/19/39 

1 I 4/21/39 

1 I 4/24/39 

1 I 4/25/39 

1 • 4/26/39 

2 • 4/29/39 

1 I 5/l/39 

2 • 5/2/39 

1 I 5/4/39 

2 I 5/5/39 

2 • 5/6/39 

7 • 5/d/39 

1 • 5/ll/39 

2 • 5/12/39 

Regraded Unclassified



23 

( - 2 -

5 entr1el 5/15/39 

2 I 5/16/39 

5 I 5/17/39 

3 I 5/18/39 

3 I 5/22/39 

2 I 5/23/39 

3 I 5/24/39 

3 I 5/25/39 
1 • 5/26/39 

Several 1 trs Various datee 

l entr:r 5/29/39 
2 • 5/31/39 
1 I 6/1/39 
2 • 6/2/39 

l • 6/3/39 

1 I 6/13/39 

l • 6/15/39 

1 • 6/17/39 

1 I 6/19/39 

1 I 6/20f39 
l I 6/22/39 

Regraded Unclassified



Peb!'UU'7 26. 1939 24 
9 •••• 

/'~ e:ezvY 

jl,"Ar xec~ e:t:i!:f_ 4 -
c 0\.y~~\..f~ 

6 1 ~ I' _. C/1.- J )J 

__ 1 / ~ ///( I' L ~. (J) / 

C_'/1 ~~ 
'!i;:;;:v.-t? ew.d -" i:-~ 

'\.M-~ - ~0/l.~ 

,. -y11!"'-jl<t ?A~ 't 
Regraded Unclassified



l ~~~:· UCADCA..~:no ~YS":b 

I 11.' • u t.n:s 1!01111 
~ ) 

!'~~~: , ... 
( ADOOliCilllt D l'-borl. Co.-Dtal 

&1n::lt1o<aDt D ..... or t h e WOJ"ld will be bP-.;I>t to )'011 "7 

25 

l!llob weak at th1a •a- t~ tbe 

IJ.V. Jtaltenbom, aaU~J.I'C n-• anal7at. lie wi11 g1Ye )'OU hla o .., d 1pat 

or • orl d ann te end t oa U.~ _ , arreot all o r ua. C\lrJng t h e .. bJ'oaduata 

7011 will alao heaP b r i er «a;>lanaUona or how Oenaral llilla o pe .... u a, a ad 

hoe t h h co:r,>an7 •••n ~ tto1t1ll l.ta obl1 ,;ation to t he be,r1cen public. 

U L l'i:'n!OIII t 

Dlariq; UA ~t week I haYa a pant •••eral d a7a 1n llaah.llli!t cn. 

1 talked t o JUUl7 .,,..,_,. .. -1•,.• and t o • r.oocl ... n, ant1-R- ... ale-a . J 

talked t o ri•a ,~era ot tt• Cabinet an~ halr a doaen loading Senatore. 

Tbere ia a n ew n oToe l r. .. ahltll(ton, an<! t l.at 1a the nota or t'Penlmaaa •Uil 

wb1ch t b a ...... o1cant o r U;a tl'n.l ted St a tea : a being OJ"iUched OYeD b7 \toM 

e o .... cloaaat tc hb. Lll<c -oa t or .... he • • • •• t o t.a te t o un- ... 
a dYioe ..,1ch he doellll't -=:t t o take, but t h e 1"1>ortant t hing 1a t ta t t e hae 

be,:;u.n t o t ake 1 ~. and 'U:ll••• t he1"'8 !. !I anothe r chantt• eoooerat1c::: •1 t t bg,aJ - Y 

ne u • 111 be tl::o ru le ror tte !>&liUlce or tna Roooe•elt a l:dn1atratlcn. 

• .. b ora or t he Cabl.ne t a :>CI l•ui na Deoocratlo s a na t oro te U .. t hat t b., 

bne been uro;tn.& t i e ~•1 -.,t t o ant~ounce t~et t he re • 111 be n o .., ,.. n•• 

) ... r o ,. .. and u-at troa ...,.. oa he 11111 cooperate aJtb buetneaa <o prcno&e 

) 

peeoYaP7• J oe t h e ~allu:t 1'-.aan• t a nooUDoed t l-at, but • = e boc!7 a lae bee • 

• ror exa.ple, ••'•• !lac! a .ro-bo>dnau auc.,.nt on taxa• tro:. II-Nt&P7 oC 

'IOr &fllU!aU, ...,c! -••e had e h l t;bl7 htportant apeeeb b7 l!a1"'1'7 

Joplr1n a, Secretary o r Co_.ree, at Du llo1nea, Iowa en PJ-Jda7 . llow that 

aoeeeb 1a t h a <l1 ... ct ... -~~ or ~be P1' .. 1 UJ'O to wh 1ch the Prealdt Dt baa beaD 

Regraded Unclassified



• 'f. }:A t.T EIIIIOIII 
1/2&13~ . • 

l 
- 2- 26 

Ujeatad bJ 00 .. of bJa beat frlendo, OO:M Of h iol oloe .. t a dYlaaro, 'fhat 

ope"h b7 8arr7 Bopldno l a111lched • new oi'Of!ra"' t o p,_ota tna.ln .. o o ontlc!anoa, 

.,.c! berY .... one or " o poln \a l n t h • t l>r Of! raa, (1) Cooperation with 

..,s,ou llUlU7 07ateooa. The gowernaent; 11 n ot golns to c011pata alth tbe•, 

lNt alll a1Ul .. lN7 t b- o..t at a fair prloa •• lt b aa alroadJ dOna 1n one 

ispor tant oaaa or a l oe gl •• tbe2 a chanc e t o ~k• a ratr pr of i t . That wore! 

I 
..,orlt occwroc! aeYarol Usea t n llari'J lloplclna• ac!d reea, and that ' • a n ew 

..,,. t or llai'I'J l!opk1no t o otrlka. Than, .. oon417, t bere .,.. to b e no"" 

fac! .. al taaee t h h 7-r: At leaot, that'• wha t tbe Pred<leot hao oaid o _ 

ODe ••1'7 h1ghl7 i.apertant ::oa..toar of the llnltad Ctatea :le nata who 0\lght to 

know waon •t e o .,..,. t hat •• 'c! gat tbroll&)> tba oaulon attho..t ... o u.er tall 

bill, ~ .. t oa he h i .. olr oaid,"•• oartalnl7 don' t want to l•peoa tba"' 1t •• 

- oan poaol b l7 h e lp i t.• 

'l'ban <Cr. Hopk1no referred t o anoth er i arportant thing. He referred 

t o tba .... ncl .. nt or ""7 f ederal tax.•• a hhb rroue t ho flo• or capital . 

That'• o n 1ntera otin& polnt. 

I wao -ch atruok aho b7 • pan.grapb i n an odltorlal in t ho llaroh 

• iaa\00 or fort-. llere '• • J.at t ha t O&;IO&lna ••7 • oc!1tori.all7t "It ..Sgb t not 

be an7 sore eapano1•• tar b lloin••• t o change ito poUq rathe r than t o 

eonUmae t o pill'•• oo;>e o r t ho pubUc releUono pra c Uoaa a e tuall7 ln u oe, 

Mld H ~1g>t a lao pro•• to t> e omara01lal7 popular •itb tba public. There ••• 

t o be aura, a certai n o!liOI.lnt or t blo ki nd o r publlo relaUono dono du rin& 

t h o c!orprua1on. 'fha 1'81na7l,..,ia hailroac! eleotrifioc! He linea one! tba 

Rocketelloro lNllt Rockefeller Canter when t ho buoln• • • outlook ••• dar'- at. 

S'he toot t hat t h••• anterpri•• • turned ou t to be pr o f i table io bealc!a Ule 

( point . At t1.e u- tbe7 • e ra wuler tallan tbe7 -re opoohculerl7 rhi<Jo O,.a 

-~ld 1>87 ~· aloo t o t b o buoc!rod o o r ••llor bllolneao ... wb o trled t o 

do t hO Oa'We Ull4'i 1n t bOOO bitter da70, and if their a f f orto fai led t O pri­

tbe J)lallp 1 t •a tor a ••1'7 alsple reaoo n . Tba Ualng -• no t r1g11t. At beat 
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B.V. DLTE!IBORII 'l -~/28/~11. • - 3 - 27 

:)they were !1gbt1ng a defeno1'fe action to kee p bua1neea troa getting worae. 

Portune herewith C0 11III1h ltaelt '

1 

Today t ba oituat1on ia entirely different.• 

• to the prad iction that if in purouit or eound public relation• • nu.'ber or 
I. 'big induatr1aliota will undertake a nu .. ber or 'big new in•eota.nta ..a at one 

and t he aa•ne ti- they will cauae induatry •• a whole to break throUj!Jl the 

'fioioua circle o r atagnation. so at t he aame time that we get the vo1oea 

rr""' the aide or gO'fernment favoring budn e .. , friendly t o bualneoa, a ug-

g .. Ung cooperation wit h 'bueineu, we get a •oice !rO<S the aida of 'buaineao 

aug goetlng t t:at thio 1a t h e time to go ahead. So wAtch the buaineaa ther­

aometer n ext week. Whet lt doe a will be an ind ication, and an i .. portant 

l 1ncl1cat1 on ... to what 1 t '• ..:o1ng to do tor t h e 'balance or t hia year. 

In the current 1aaue or t he ileneral Ulla Co•pany publication, I 

. ••• tor t h o rsrat t11!18 a oo:oplete lie t1ng or all their radi o pro~:rama or 
) 
wh1oh th1a 1a one. I waa ourprlaecl to rind that they apono or a doaen 

different pro~r•~• running at all h oure or t he clay on otatlona all o•er the 

On1ted Stateo. Thla me&no t hat a o1ng la flour m1111ng company So .reapona1'bla 

for pr oY1d1ng m1ll1ona Of 11atanere WHh 88YO l'al houra or 1n!Or<!let1on and 

' enterta1nn~ent eaoh week. Yet what flour cn1lle r or a generation ago could 

· ba'fe to .. g 1 ra d h 1,.aalf going II into t he enterta1nMnt bua1neu to eell h1 a l 
pl'Oducta. lt 1e all part o t what we call <11ndern .. erchandieing. You may >Oalre 

the 'beet " ouaetrap i n tl,e world, 'but unl e .. you ad'ferUae U you will probably 

'be de ad long 'before people find out about it and boat that proverbial path 

to your d oor to get it. ~'he 'beet radio ad'f8rtl. a1ng d oe a tOOre than Juat tell 

the atoey ot a deeira'ble p roductt 1t telh 1 t ln ouch a ""'-' that people will 

J enJoy heari ng it. ~hco e wh o Uaten to a aucceaatul a pcmeored program get a 

f aenae ot pleaaure and aatiataction which 1a aoaoc1ate.d with t he a dvert1a1ng 

) aeaoage i taelt. Oenaral lUll a apcnaor a a wide •ariaty ot rad io pragrama ao 

( t~at a larg e nu.'bar ot liatenera will reel that t h oy ha'fa reoei'fed a er'f1ca I and aat1otact1on. 

1----------------~------------
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Another i ntereat1ng point ot cooper.Uon bJ gowem•nt Sn Ule ettOP\ 

\ to aU . .-late buainaaa a.nd peaee 1a the go'M....-nt '• 1 nah\enee that t.bor 

aa well aa a~lo;,cra nuat be fair and tolerant 1n -lttng a &rce:aen\a. At 

1M at \11at '• a po i r.t that ll.aPP:J I!Opltlna aade 1 n hie a ddreaa, and aa a tire\ 

atap to tbla end t h e Praeiden\ haa r:ow ... .: e e peraooal a ppeal to JohD Lewia 

smd Wtll1a3 Gr een to reunite the kserican Federation or Labor anc Ule 

Co%&1t tee on lnduatrlal organ1rr:aUoa. WU11a:a Or r·en h aa alread) appoin\ed 

b1a eo a1 Uee on cond Uat1cn, and 1t So ha,.d t o aee how Joha Lew~ a can 

tum down t h a Pree1de nt wl\hout aerict.:al7 weakaalng b1a own p oaiUon and 

\!>at o r hi a union. f.e bao roocentlJ loat .. ore ma :abero than h e hu 9ined. 

!be indication. tl,at I f O\ here 1n aaal:lngton are that CIO haa loot cpalte 

a litt le 1r. ita bar;;ainlns poaHion 1n reeant weel<o and roonttur , a nd t l>are 

are a e rlcua splUa a:aong t l.e rollcwera or J ohn Lewh. ll laa Perltln a, the 

Sec retail'} or Labor, told ae~-anc: tbla waa before the Pred ·r~nt '• appeal wa a 

pUlla.hed --t.l:at ah e waa ••1'7 op~!.:1!. atic abcut: a reunion ot t h e two l.abOI' 

tacUona. >hen I aaked h er an what ah a baoed that optlmhca ahe aaid, "Ia 

tbe tact t hat it aea.a to •e t ha t t he raun1on ia begi nning at tao ••Kt•• 

- ~tto.,• and aha ctted ewidenc e t ! et baa c~ t o hal' ot nraetic:el coopera­

tion betwe .. A-rican Federation or Labor union • ond CIO un1 on a 1n wa..Soua 

oo-.IUaa. In otl.er worda, 1t i ndSeataa thlt t 1:e rank a nd tile or \llllon 

•~berab1p i a Urad o r f1ght1q. I n a ,;cod -nJ tleld a t heae riYal unlona, 

eo callwd, ba n •orl<ed o ut between t heuelwea intoi':Dal a gr ec,.e nta on dl•i.Jiq 

the CSelo.l eo aa t o awoid contl1cta. l:l>e t doe a t hat .aunt \\'ell, it alaplJ 

•an• that i t t l:e two .. en at tt.e top can forg et t b a11' ~eraonal q\l&l'rel 

peace can be reeata bllabed, and w1tb tt.e Prea1 de n t or t h e United S tet•• 

de r i n ltelJ Injecting b i • a el t i n t o tba p icture it•a bar6 to a c e l ow a p ersonal 

cpae""l 1e g oing to be perro1ttad t o t.r e want a pe nce t hat would be a g r eat 

liD.- DO\ Onl~ t O i n d\latl'y b\l\ to labor lt oalfo Of CC111' 8a thi& labor peace 
\ 

will h elp b\la1n eaa aa -.,ell •• H will h elp labor. 
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) Aner all, colleeUft llaJ'I!I'' n'•« Ia now e atabllebed b7 law, eo that 
' 

t he J.Deltloo o r t h e labor lllliona Sa t>"e--..l:r 1Jopor....,t and St aboalcl ..,, 

be d Stt1cult t o wo rll aa coopaNU.., -··- - .c•r and ·~lo:rer. ! en>"el 

eo~teot a uthOJ'lUe e l n k ab1qtCID lla•e tol.cl - tllat the NJ' t be .. 1!1>•1' &at 

Sa a<le 1oletarad la tar .-e 1a¥ ortant -.o t ba - 7 1n W>icb 1 t aa:r b ea:oancled. 

e cn•hUon that 7 011 b ea r ea.pr e u.C I'J'il<;~<.,tl7 t.e>"e ln • eehl.ngton ttat ,.,.. 

eeo 't le ·l ela ~e e galoet ear. 1 talz.d to·~ ~anatera wbD aa-..d to t~ 

1t beet, l ne teac ot t J']'1n6 t c .- tt:.e kutHUt7 &at which or couree woalcl 

uuoe a terri t i c tight, t o .)\oat lAt It 4J. e a nd a oe : r •e can ' t a lao Jll'e'f­

-r t ro.a ~o,.1nt; near er b7 ad..:o1atrw U •• act1on, and at en:r U• t hat CCID-

areas • • nta to 1nt er•one, ot eourae It can . and t hen tt can 1oterwene 1n Cbe 

a pec1t1o w :r which a apacltlc a1 r.w.Uoo cal.la t or, tn-taacl o f tJ']'1Dfl to do 

" ,. l"llOaolble t Mn0 Of I>!"C:'fr.>t lrog a certa.!o -7, the oatuN "t wh l c b W 

don' t lrnow, t l-e clrC'U:Iatenoea aur.-acn<:1a,; ~1cb - :!oo't ~now, end a ha ... aa:r 

ath2 pt ·~ la.;1alatloo bee cct t o be s o tar o rr and a o 1ncl1t'teren t t o t be 

auc t clrcwoa tancee tha t aiiJ"'""UDcc &:>7 ;>&>"t!C'IIla>" a ltoat l on aa t o ;> robabl .7 

•Ire st lnatreo~h• .,., t he • e tua l U • cOoMe • 

., oe n &U••• 1a t hat I t the frea1c!.,t c;eralata 1n h la ., .. cooc1llaUae po11c7 

' bla p arao nal pl>Wor Of ;> W auaaloa la a -.1> t tat l:a caA !;0 a lOOf! W&J t-J'cl.e 

I~ biul1n& t l-e breach. The cllt t lcult]', or c..,. ••• •Ill be to tlncl • oe-Ntle 

\ 

I 
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cand1delte who lo be,._.s or • bD 1 t cloee c o the t1bllcal •se til 

tbPeeecor• j ...... an<! , .... ~ ..... Iter)' o r ~cvltuo. 11ellace odl!t>t pr ...... 

etroDit catld 1C:etc, ;> ..... idee! flU'S pr1cU 8!:001 a aubeitenttal. ~C~C'")' batoN 

al~at1011. %M I'Mal~ent aJ#.t be ba;>OJ" t o ·- Atto1'11AT <le,.,,..l ~7. O'f' 

...... I" 'O!>abl70 ::ec-.~ of Co WJ C. !!O:>Idr .. -••tad, b".211 1\ 1a dOQbthl 

wbethe1' at 11~1' o :>a • 01114 a:.-1 t o t he Coaae ,...U•••· ~ CO'I <8 0 .... liO;>ktA8 ) 
baa J ... t -sda & &OOC: bU , Ina ometr e!' t hat' a _,ough l o ott sat ao,e ' ' lhe 

tbJ n,~a chat t~a Caoaa.--u ,.. t••• a;:&lr.et b lw .... tca t o be --· 

n:e l!apul>l1c ana dU l. a wa a :nacb ••~•,. U• ¢.cl<1"l: tt- e11' 

So ta1' U· e n•• ile:>cbU~ Sa:la t , ,.. &lacte<! laal tall ... ,. t :> haYe U.Ooe a 

aM• t o be r ep:rded • • ~· :.-vtetar.,diQi" aenat.or1el cmdCate. [ ! a !"eracc.al 

to be a bao l ucel , ..,... " '"' t e d oe•n5l _,, t o be u.., ,.n "'lled t o p ull tM 

ao ... t,., o ut or c! ab h and der1e! ta 1:.. l ~.W. a.nc! tt at OU("tlt t o help t1::1 

than bUJ't h1.8 . ~-" ~ U o ....,. cr.e CDGD~ .mr1.._ the laac rww -ot a I ta,. 

acmalalllly been aal<ad a bc:at -!autcl lottano., i4eAT or !lee Yc1'lr. E la 

ltr1 111aa. t Y! etcrry ! n aacu:r!~ t .t-e C' ::CT!cUac oC r.-.-.:.~ d1 a t r 1ct t .. der Ja_..._. 

J. 81naa - ana t1 , ,.,.,. \tan ew"" • caUc:.:al .r~. l'e baa c:-lt tba t.JO­
araUo l aac!e.-.bto ot 1 - YGJ4r Cl l7 a b«7 blow. r;,_,., ~-. .... leon , ,..ga !'c!lua 

o r 1'8"''· MUll 1'&jo1c a U.t lba alrl ll aocl l!acer d.n&t1oa of a llac>ubl1can 

ll1atJ'J cc .o.non>e,, ttrac ap...,! r::l ad •• .-.c<al ~eeutor by an able t""oereUc 

f!OWa!'ncr, taa eonw1 c tecl a ,_ • .,. r.l ;>oll: l cal ;;J'Sfta1' ot C:.. ol<. a ct:.ool. I t 

Sa ..., or t i-e BJ.na• CJ118 • o ~ cr-- -ro ' '" ta=>l;at«ra. n • .......... .. 

j - nd l be'O co : atl, Cote beltar f op 11!-a c••• at ;;a« ..., ... ..._,. It 1a U.e 

/_ apdla a yat&ll o r t h e e~t ;>e~Uc;ca: ' " 1-• ln ev,p b1 ~ c1111ea tlat Ju.U-

• !tea l bD M t orc1D> oburY&'f'a wtJO tell u l bat 1111nldpal to ... ,.,_,., 1a 

A .. r1oa • o p;l'&otaat f&llll'f'e. 
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• ·-'. patx•wa 
-~· . -.- ~1 

.. ... s....,., at th1a .... u- •·"· rau-~oon~, .U •n.~~~~~: .. •••• 

- ~. •111 a p 1D ...,.., tb• n•• or t t-• -·· Kalt•abonl •• eo-·'­
.... ••o ct't t,o 7 001 Sn bebDlr ot \be belrePe DDd ~·,.. or A;oerteo b7 l)ene .. l 

lltlla, •lrwra Ot' OOl.d lec!Dl l " tOt>ea•~ee'-1 tlOOIPJ llb•tSee, b .. alrt .. t ot 

... w -..: E1•c;odkJ ~'7 C_l< .. ' • aorta.slll Caire n ... •J and l!ll, a.a aaw 

_. - 'll:faat t'<>C>d. Joln ,.. a pSn next S11nda7 ..Sp t at l Ot liO 1ST ,... 

aJ.a-..._ c:o-ta. Tordgbt -.. P lUI)bom aJ>Oire rro. u.e a\Qd1 .. ot u n , 

~l "•'• otat1ou tCII' ~ oaU on '• e e p1tal • 

. . . .., · .: 
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~L STASILIZATIJ J FUXD February 27, 1939. 
10:30 a . !ll . 

Present: 

d . "l.Jr: 

G~es ton: 

H. li.Jr: 

G&ston: 

B . .:! . Jr : 

Bell: 

H. lt . Jr: 

Bell: 

H ••• Jr : 

Kr. uaston · 
llr . iih1 te • 
llr . Lochhead· 
lir . l>ut"f"ield • 
llr . Knoke ' 
lolr. Banes · 
:O.r. Bell · 
lolr. Foley . 

I •ll ~a1t until Bell collies down. 

ln£t I •~t to do is, I want to impress these 
people now the tnlll& is audited indepe.ndentl-7, 
all the r est of tha t s tuff, see? 

1iny don' t y :m just t ake the Cbairl:l&n of" the J.l.!dit 
Co121ttee u~ there, snow the audit to the members 
of the ~osaittee? 

Sao.,. the audit.? 

Show the audit. 

You :nean the a ctual audi t? 

The actual audi t . Nothing in the law to f or bid it. 

{Bell comes in) 

l:>an, .,e just wanted your aav1ce a lit tle bit. I 
go up on tbe Bill toaorro• a t 10: 30 to test~ befor e 
toe Bouse on extension of the Stabilization Fund. 
One of tne things I was thinking of doing - I t l11nk 
I•c right that the organization of t be boo~eepinc 
and the audi ting - does t~t still come under you? 

Yes, s i r . 

lhe Stabilization Fund . 

Yes, sir . 

What? 

It still comes under ~ office . 

Supposing I •aa Cnairman of the Co!Dlllittee. "llr. Bell, 
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.~ yo~ teli .ac ; ;;st now tile "t:ooueeping and the 
.. ~~ti.~ o~ the S u b1U:a t 1:>n Fu.nd is handl ed by 
yoto? ;>o~ co :;.:>u s e t it up? t 111. :;,•ou please explain 
to the ~,~~lttee? • 

:, r~u ~e~n t~ ~~sonnel or ...• 

r ~a:: ;; ~ b ~>~~ to tal! begi.~ . I mee.n ho..-: dld y-.lu 
:~ a~..;) -t s.et t.• , i -Y tae bo.:»:!s? no:: d1<i yo\l pieiC t o.E .. -~ ...... _, 
~-· ---
·~~ - _ t~::£ : •d ~~~ tOLt al.: of t he pers~nnel, at 
:e~s~ ~~~~ i~ c~~t£1 ~re ~er~nent ?~rsonnel o: 
:i:.: :::ee~-=;, :e:)fa:-t..:ent. ':'nere c:oe c few peop1e !..n 
~n~~€ tc=~r~ ~l!y c~,:~r~- thL~ ~re not ~ivtl se~vtce . 
=~:. .:~ • 3 ~:...;:£_ b;.: : ne ::u~!'"i=:e in the 'Ire::.sur-1 t il.& t 
~~1.::• :tas ;:~::t~ .:>i of ~ae ;»ero~nent accounting 
~ ~::~z~~e . ~ = ~ ~~t '~~it , tn=t' s on outside - v~ 
;t :eG~t ~t ' s co:y~s~i ~f ~ff!ciLlS outsiae of t ne 
-=-=.e..:.!.: :.c .)!":'"!.cE. ~.c.c t !ll;.r.,dles the c ccounting . Tae 
:~~-~ tte~ 1s ~,~;.)sel ~~ tn~ee officials Nho ~ve 
:·~.-=: "c:::: t o tnt~t;;• ;;e£. :-s ' experience ln tile 
vo -;:~=a;; serv!.~e . •be)' t....d: t t.he boolts annually 
_;-""" ;:_ O=!.t '- r e.,o:-; ::o:- y :-ou t ~ the Pr esi dent - i) r"e ~~=-e 
& re~.>=t ~.;; -:- J ~~ t \) t.r.a ?resident . 

;>e ' s ~: oe~~ ~~;:o~tEr.t in oy office in caarg~ o~ 
E-- ~e &~~o~ts su~~ as tee ra1lro~ds , tae Soci&l 
~ec~!.ty, ~ae ~€3?loy:ent trust, v E.r l ous investment 
~c~~un~ s ~f tad ~.>v~~n=e~t . 

~ !.:>e.:- c"ur.:::111so; - :;es , l oe ,:.urcosstls under tbe 
~!.!.ve: :- ~c ;.. 

7~~' s ~1 :~6~t . I ~o~ ' t ~hink be ' s ex~erlenced 1& 
~?;e~~~r~ ~~~:>~c ~:&:-ess!.onal Co~ttees . 
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Lochhead : 

Bell : 

3ell: 

Beli: 

d . :.C.Jr a 

Bell: 

~lli te: 

E .~ . Jr : 

Eel: : 

b • .l.J::-: 

waite: 

d. · .... Jr: 

Lochhead: 

• 

-3-

I !I.E t ~ bcu t U1iif :>t the •a::U t !.q "'<::JJ::d. ~...ee? 

t.o ILOG.!l ;I!"~ ~blJ" •••• 

:.Oet=.n be .: good ~? 

iie 1 s .::naL~ or: the Con1nee, aiz,bt ~o a cooC. job. 

G&st.)c a:u.es " 5'.166eSU.o= ..,, ~ ~ atOd.it :-lg!:tt 

:.1;1 rtth us . 

'roe :E.tt!.i t :::-e;10r t? 

I rcs ; o!nCr:.;; yeste:ro.ay or. t4Ls -~·t •b;T ~ll!Cn't 

it bi! e !<00<1 tn1!lg t.Q ~:et C? a r-=mry s ut•ent 
for the Cou:r 7e;,:-s t.o .ltme >.J , 1~30. &i~e it to 

~e '-O:rlli ttee t.0 inse:t :ln the r ecord? 

I con • t tall;.;: 1 t .;oes 6cy i:la.:'a - six &:>r.~ • sETen 

a !)n tils !) Li • 

• nat I scc;gestec: ~o • !li t~ ns 00 s t.ate3altS: o~, 

a t our-yea:- s~:-y o! expe:m.itu:-e.S by ;:lass1.f.t.;.a­

t.1on, GG:l tr.>, t.a~ sr-nsry o~ :.oe .:l~rcti:~n.s . Eo'Cl:l. 

u u ; e x:-..ena!.tures ex: t4e o;>erati= . B~':" 

.. a.:; di:: yo~ s~ ~? 

I spolt:e j...LS; ~ -o:ert ~ A.r~e; l:n;;t 1.t rlll '!: e done 

• = Cid you (~Q?oe-;cc) s~ to? 

As soon as • e f.l-rl o";~t Just ~t you aant, • e •ll &•~ 
nola of o •~e1 .u! get - r t~ •• o~t t:l p1; 

O•O&nie1 r-16ht; .ln O!l ~t • 

• 
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- .. e- ~ ~ =. ~" =,z_ -=-r a!:~ ~ - - ~ t: ::- .. :- .,.;.. !'l-1;-~t. eus-
=-=---::-.. ~.=..-.£::- _, _ ~~ ~ ;~4~~._ ... ..-c ~ .. __ ,.c::=.sive 
~.:::!:!. -=--==- -=~ -z: - =. ~ - - - .. ~- • '=::!.. _.. ..-- "£-:. Ll.l , 
--~ -----
--r~ - ... -_.,.- --
•.:~ -.--:- -c;- ----.- -- .e ~ ~:_e:rr::-:_ ~.=;a~ J"Ot;: 

- 72- --: _..._ ____ :-:..:.. =7 ~: =-=._e- ~ :z o::: ..;;:! :.:.:r :n m 1 e 
~ a_::_~~ !..! ~:.::.!~~- ~ : ~ =•: .:c.tie tne 
::-:...:.-c-~e~-:::;._:. ~--.:::: --~ --J ~ - !..= ~ ~ .. ~ ~be.3. and 
- .,.e-! -!. __ : ·:.z;: a::= ~ : ~ ~e$:.:::--..: ~at:ey, 

C-T"'T: :r==. -.. :-=--:=.•~ ~!...: ~ =~=-~ ~al 

~ ·- ~ --~ ~ :_ ~~ -

: :I to:;_--­
~ 

: "'..=. ~=~ ~ .J::.x ~=--L:".s from 
--~ ;;T~ :~~ ~= %2 ·-·-- ~~s. 

::::: -~~- - =~:..::"~ ~~ fj~=- eDO:ugb 

- ,, -~ _::• !' 4 ~:._- - -·-

-· -

....... - ~­---
~t I 

: r_ :::..uc:_ ~ .::.:..7 =-: ~ ,---• :. :c.;v=t.. -•-: "l...DeJII the 

~---:~J.r -r- ~~ :=--·~ ~-r-=& ~ .... k -: --#> .s~.Jrr, 
- -"': 7=.r=. :laT: :CI '"' - .. :;.: -==-*A r •..: -:-ci - t.l:leo 
_;:=e ,. '-.! ~ _ -.a: ... T .~ ~ ~· a :, :"'? =--sa" __.... • L -E .::L:lil ed • 

.:-E;c-:--.s6 
-~-* -c 
~-. 

:::::J£ , or . ... 
.;Q., ...nul .. 
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Eell: 

S: • .o. • .r~r: 
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Yes. 

I •a take that statnent. I thll:k I 
the audit report; let t hea see i t . 
tb£ t summary statement covering the 
them keep it . 

36 

•ouldn' t leav e 
But I ' d take 
f our yea rs , let 

~ell, bow would it be to t~ke the ~udits ~p and say, 
~sow gentlemen, here ' s ~r. Bell ar~ here ' s the 
'-hairoan of the J.udi t Co!ll:li t tee , !lr. lnui t ' s-his -D&JIIe, 
£nd her e are tne audits aod c ere ' s t he s~y. Now, 
~e•c be glad t o answe r any q uestions t hat you wsnt. 
~e a r e here pr epared to aJ:Swer a ny questio:lS tlu< t 
you people want . B 

Tney might ask a -.ues t i on 70u c ouldn't answer right 
a t t na t time, but you c:o:..ld EASwer it 1n •••• 

liow ... a it a minute . J ust re:e~ber iiluct J esse J ones 
told me. I said , "Jesse, I want t o eon&ratulate 
~ou on how you handle tnis stuff. w 

Be saia , "I don't exactly deserve tha t . I ' ve been 
doing this f or seven years , sod 1r I don ' t know a 
hundred percent !JIO:-e than any m:ecber of tha t 
Committee, I oughtn' t t o bold tbGt job . w 

:f.o';l', when • e go up there, .;o to tne 5eca t e , we m1.ght 
be prepared . illu t could tney a s..c us tru. t we couldn' t 
lillSwer? ••nat coul:l tney ask? 

I a »n't know. 

lti,;ht say the • &i' we do 1n .:>the:- ~nees, •Well , 
;;;entlemen , we haven'~ got it, but •e':.i f urnisn it.• 

Yes , you c oula uo that . ~e c:oulC. furnish a ny answer . 

I ' d take Harry up, t oo , let t a ea ~· ever;thing t hey 
1\ant t o know a bout i .nter w:t1:mal excbrulge. 

On , Barry ' s going. So i s Lrchie . So is Knoke . 

lhere are s o111e 4ues tions we '2igbt ask you. I' ll 
make a list of theo. But they ' ll be GUestions of 
pol~cy r a ther tha n ,.uestions o~ fact. 
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.. 3.! te: 

:; eL.:.. : 

_::.ffield : 

we l ll nam.le t ila.1; t:IIE _,. • e D!irxlled tee SU~ 
Colllllli t tee • I • ll 1u.:: Oft%' :..nd a slt you. 

'ibey •re llabl.e ~ ~ :r~::: "~ti:n33 ~t y~•ll 
• ant t o be ;>~e;:~ ~-

(On phone) Tell ~~~ ~ c~ae ~. ?Leese. 

27 

But. no •, NIL:! t ' s: :..ae r:J;:-!.ety o~ cc!..ci ~s ~. 
t &.ting this u;>, w:f;.-..- • Lsdni ~ ?re!!L! e.:tt! 
Don ' t I have to? 

The l aw r e.:,t.:.Lres 7= to s--bai o: it to U1C ?-r.s.t~ . 
:n.:re ' s no proaL=-! t.!-~ &.€&.ins~ ! :.s tc.!.c:g ~de ;~:..!..~ . 

I dvn 1 t tnllu: y ::!: ~ ~ ~= ~ ?:-es.idcnt: . ~e•s 
said trul t toe :Oec..--.;a....,- o~ :.ne ~s.:::-y rtl: ee 
e vu11Lble t~ c~~•c: ~1: ,~rs~~~ -

Xou r epe6 t;eu taa>: c.= ~ !.I. ;.c.e let•er w "--=~ 
a!:(! 1n toe let:er c: :.x.ce- .;;:::~-:e-~ ~ t~t- r 
don 't &now wne-cn~- ~ $L.l: ~=e.r s..l..: t ete ...;,_l:..e.S'e.~::s, 
but ••. 

.. e ll , we 'r e ~c :..= &;:-~::e - : ' : ~t: - .,f,.c'-.: . 
thi~¥ 1 t -mu.l.! =£~ -.~-y !l!.::e T1 r;,-'.,, ..u-ess!q Q ~ 

up t uese aurii~~ ~ &...:::.~1 E-C-..i~s , E.,.....:: t:.e:.c --a_..~ 

of 'Cae >-.Uiilt ~<m:U ::c~. ..;a.t": 

( Nods yes) 

And llr . Bell . La!. s..:-, " J;.;,..- gu:Uuen, it ' s ~ "' e 
E..nd we ' rc reac7 ~o. ---- s.-c: c..r::r, ~t:ioJ:...S .• 

I tell y ou lrt!at !.1: !.s. I t ' !! cu.:t I ca.ll t~ ::"1.~ 

f .:>raula . It'!!. a. ~s!= 1d.UI. ::.lose<i a:xl=• :::c.e 
p®liC: O.ll: b~ ~ ,.--L>S b. 

Luring t he ·•ttcLE or ~ OEt<:~ . 'l.'brre .ts ~ 
executive sess.tOtt. ~~~-
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( 

b . i.Jr: 

011ston: 

!! . J . J r: 

( 

Coston: 

n .~.Jr: 

• :11 te l 

Cas t on: 

cell : 

Cr;ston: 

oell: 

!.ocboead : 

-7-

The public rlll no~ be allowed 1.n, but t be press 
wll.l. That ' s rq suu;est1on. 

38 

I don ' t tlllnk that ' s so good Cor tll1s tll1n«. I 
tllln<; 1t ougo~ ~o be IU.Ildled stricUy 1.n executive 
session, tbe Co.aittee be told everytll1D«, told the 
reason why c ertai.D things can be mBde public 5Jlod 
other ~hings oot. 

I' ll e x p.lain t !> you wh;y. They did 1t two 7ears aco 
end t:1ey cosrplained very bitterly tbat they <tep~ 
Caitn, toen ft •en~ over on the Senote side and tbq 
cid!:'t ; am .. Co~ress=n hho to test!!) on what he 
rec.;i in ~e F PE!" t.no~ a Senator said , liod he said 
oe ' c neve:- bEen - (words not understood) - ois wnole 
~ni. ty :m t.ois t nillg • 

Aft e r ail, derbert , I've been all tl:l.rougb toe 
:.Ulitary ~o rfairs Coa::Uttee. They ta.ce pieces or 
r:s.y testU.Ony - Bou.se CoJD1ttee on Appropriations 
t oott. pieces o r ~ testl.ao~ l: nd released it. I'll 
trust the press to get it direct f'ros ory 11ps, 
but ~ will not l e t tbea i. e t it tll1rd- ben6. If I 
want to s a)' , •Gent.le::.en o f the pr ess, tll1s i s o rr 
toe r ecor :!,• I ' ll Just trust them core than I will 
trust ~he "Dn«res=ez:. l ow, stop and thl.nlt a bout 
it. 

~o ell, I tn!n.it 1~ can be nl.Ddled. 

..-ell, men r net to SliJ' so::~ething, I' ll sl!lplJ" ~ 
to the press , ·~~-. ~bis is ocr the record.• 

I tn1nA it - r kes a fLVOr lible im?ression to ~e it 
t=t way. J..nd I r eaJ.l7 ca.u ' t tllln<; of anytb.i.zlc t hat 
you woul=' t - •nen y .>u EiDBlyze the t b.ing c a r e1"Ul.ly , 
tnere ' s very little tbl.t J CU wouldn' t be w11110i to 
tell t he press . 

Tll1s aw:.it is f o r chen? the calendar year? 

lhe fiscal year . 

I t' s all seven or eignt months old . 

(N=s ye~) 

It' s a c,ues~ion wnet.her you IQI.Jlt to uke toe aud1t 
a va.ilLble to toe r eporters t o pore through. 
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( 

li . :.L. Jr: 

Gas~n: 

•h! te: 

6. .. ~ .Jr : 

3ell: 

( a.~ .Jr: 

Ee!.l: 

B.Jt.Jr: 

Ee.ll: 

ti . :.l.Jr: 

eel'- : 

li . :.! . J rl 

Eell: 

E. ll . Jr: 

(On ph:lne) J~. are yea busy? 
very cmch t~ Usceo to t.:Us, a.n:: I 
•ill J'OU ~ ill! 

Yo u C .Jw.lC aave· lt .:m tc.e ~ble axd 1et the c.:-:itt.ee 
l oo4t u: lt ntilo::= ••D=c - Just l:ell ale e~:o;ajiE""'e:. 

ton • t y ou t b' -'C Ule ae:e ~e :>!' t.ht! r epo=-t.ers 
i lves tee sessi= ~ &;!;oe&.raDCe :>r =~ the 
SecretE~ ~n~s co :!c e? 

~hL t ' s r i 6nt. ~n TeS -

0111 ! t~. iierbe.n , t..ae !dez o~ =V"in6 Nporters 
t r.er e, t !U!!l w::~£!-t>ver ! ':: e;ot • n S£.7 - !'a sJ.c:it a.% 
tired or a.. 'ii.z:e; ~ ~e ;~:1~ or • cat I S&.T - tile 
dep::l:llc~ - ~r.d ~1Te ~ o:= . ~ the Decoc::a.ts . 

"'o you object t o ~'l"ic6 t.::.e .La..s t EDiiit :-e po:-t 
pr inted? 

t he last c n.e? 

i o 1 t!le "UM) l e t.a1.!:&: • I t ~ 7 = 4-tl t say to t aea. 
teat 7 0 1.: have = ob:ec:t!.=~ - lt •s = ~1ve 
oper a tion -1I tt:£7 .u;t to aa'""e 1 t oiOCI:. But CIE:re ' s 
& s=r:r m.!cn ~s Ll..l .. - ?3Ses. ll!ght a~ 
to tcu. 

~e~l . •e' 11 ='""e 1:0 war.: tmt 1::?-

You .. ere go i.::g t.::. e=cc tee ~. to= :rears 1n 
one, .. er=• t nos::! 

•e C<Jul.~ a cca:mla.u i t or -a 1t -ell Tear, U 11e 

~Q t.iAE. 

I'd oo botb. 
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.:.~:c : 

~0 

~~~ ~ y~ ~~e5se s it down? Le t :e tall you 
=~ Jr.e•~ 1J1 c1n' a bout: IllY t estboey on t oe Bill 
~>=---';; -= :t::e ~t.t.billz.ation Fund. rtUOll>Er one, •&' re 
!:lirg: = :T.:>llow wba t I cell the Pittalan plan, that 
=:.r•~ ~,ej t.o lu:.ve toe public out but tbe pr ess 
!.:;.,_ ~-=-•.s :mllllb£r one - r. t my suggestio n. ';;he reason 
~e •a=U:. -•e ~l.oZllc out is so I c.a n cu;Jce s t.E te::ents 
~ ;;:::.: :-,r:::z.:l, 6.nd I ' ll trust the pr ess, :;ou see • 
.. ::c. ~eT£ ~~~ec! t o to&t cru.i til.& t ' s nt.::tbt r ~ne , you 
~~-

:1 ~= ~~- =e t.:>ys t ::-e suggesting til.£ r. - a t le~>st "'"=- =-: •e U.S.e tne t~!.t rt&at up .rlt.4 u.s or 
- ... ~~~.-__:;a. :._.: _ :: !l.:DC . ~£n S&.55esteC. c. s u::ary of 
=..; ±--c.!.~ .. ~-S t.oe vnEir:U::L or thE h .. _, t .:o::Uttee~ 
C~ ----.: ~-- _g-=.'t ~ • ..c t "!;o.- g~r:.t.le::er.1 •e con c!o one 
.:~ ::- - · -:s . r •e :Ul e ith e r le:..ve ~:he sUS~~ary of 
- ~e ~~ ~ Ul t.O£!ii, 4llico 11111 go iL tile record , or 
t~ ~- ~Tr ~e LU~it itself . ~e d~n 1 t ano•, • e ' re 
:-.::: ':.d- • ~r z.b .. ut. it, y ou see . I •d lti:e y o u to 
~~- J ~~it' s U ?Or t ant . 

:=-..:-wr ~1 ~.:t.:. "t.~s I d on ' t. aE. ve t o consult. t o e 
"re~=-- "!:>&~use in the l e t r e r tile Pr eside nt 
:fa!:-, "'"'::.;; ze::r et.t.n of t oe Tr e a sury n ll be r eody 
~o a--.::".-.._- ~~"'t.l u.ns . '" 

: ~ ~~-~ L 1i~tle unwise to ?r~t ~ C02?lete 
• ~r~- !:>~~£ ! ~ rtll ? ::'OVid e 'tile i:!asis ~or ;;aoy 
;-:a_~ ~~ ~~p!£ ~o go over each i te2, a~ ~ lo t of 
:c-"!---.: ~ - =,--cct.t.:y clld d isc ussion .. 

: ~ .:::.= 3 :>u to ere. I tllinA gi ve t .c.= a s u:saary 
~~;~ ~ ~ ~y' _: ~~e t ne co~olete ecdi~ for tne 
~=.e£ = ::.:.Jt a t , cnec\t b;: ck or:, loo~ into it. 

: .::.Cl::."-;:. ~ ... e • CJlt. to 
7-:a...~• .. -,- • 't ;>;.u>l.i S!led . 
=r::-ES",S.:. ~ 1' =-:- i t. • 

he ve the co~p:e 'te t :>ur 
I don ' t see a~ re~l 

.L:a<:: ~··=~• ~ is t o let tae public :CriOri thet 
--~ c:c-~::.L.""J" ~:e E full d isclos ure o f e• e r j' tQing 
a ce-=: ~ S1LrilU&t1on Fun~ . 

~ =~ ·=" ..:iLte. - t ile audit were pr iate4, there 
-=-~ ':>: ~ i::wa""r of Er &dUB.te s~ents C>d o tb6rs 
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"' . ..: . Jr : 

= .~ . Jr : 

=· : . J :-: 

~-=-es : 

:..:>:bbeed: 

E.J . Jr: 

- U-

Illo wo.Ud i.lcled.!.a te.lJ' ~e 1t a nd try t o &Et 

tneses out of i t, a:::d ~~.i!l t o e~o.ine e ach 

o per a tion aLJ the ~~ o per ations , and it 
woul~ boil s.lXi boll U!d si.l::»er t.o no good 

purpose, r think. 

~ell, I thick tde :"o=:;l t~e would k:1nC o f l..!ke i t 

if I s aid , • N='l7 , e;a::tle;::,e,n, of c:ourst: I hav~ 1:1aJ)lete 

co:u'1Jence i n you. : be ~udi t is here, tbe Cb.&!.rse.!: 

o f the Audit ~!ll:l.it~e 1s here, llr. Bell is ae:re, 

we ' re &ll he r e . Ie • U Ul.S..-er acy c;.uest:!ons . l:'e ' ll 

let y ou s ee i t , ~·~ s~y here Just as lo=6 as you 

wan• , as l ong es ""€ C6.ll all.Sll"e r r.uestions . E'a:t ::c::ody 

cw see i t but ta.e "';ul>ers o r t bis Co=:ittee .• ~=~ ' ll 

k ind of li"e it. • 

;, e • r e just t a.lllng eho\Ot 1 t. I d o n ' t kno., . 

• ney ' re av&l.lable - b.Lve tne boo~~:s taer e , let aey 

o ne o!' the ~o=it-.ee l :x u: a t 1 t , a sk any .,.uestlo::s 

e.bout i t. 

But I •m no t e;o~ll6 o;o l e t tce:ll ni r e Price, u. t:cr=.lSe , 

to coc e d o lrtl ae.re = ;;o ov~; r tne wnole tni.zl6 . iih.~ 

a ny o ember o f tAe ~r-:-ee th: t r.on ts to :. y ~-~ 

q uestions - • e ' r e there, we ' ll stay t her e Jus: e s 

l oQ6 as t ney ..-ar.t = t o, t o c!lswe.r ! t; taey ~::: 1~ 

a t tne da= th.iL6 . 

f>ut ! ' Ell Just til!..~ - J :z~e= tbis is ne• to :le. 

de~bert t hcU&h t ~~ :s ~!-g tnis stuff ~ ~e. 

tio• mu;:n det~:.: ts ~ecre shown in the com~lete 

sua.i t? Eiow JOIL:C dea.ll? l s 1t:;. bif; tll!..::6"? :s 

i t "-11 eno r-:tou.s t!.g ~? 

I ' m sor~y , I haven•~ co~ it. Ob, 1t' s enonmous. 

{~:GneLj ~oes o ut) 

llarch ota is tee :q - :-"C:t~ored a &,y of t he c r-1.s1.s over 

i n ~~ope - V&r1c~ cor respondents . 
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.:. .. ... -:- : 

-ll-

· ~:..:.. : ~o:L:: 3ull.it~ ~~ .. oulC. blo" wbat he 
:u•a -s - he sci:' , enu. t b bu =n to the south of 
...S .::;ay ~ U.!"l: S a=Ethiq • • 

42 

~:>oe3" ~::l t.cs ;;aor.e •o~ lcr:o• n o ne 1 s tallting t o • 
...i.ce ~=-~ ~. "ioar o~;>osite number a cross the 
···--~: .• 7r.e:r: E.uc(t - " ih.s t: :-eo- neaded man, t-Ssis­
:.c:.~ t.o t ae )UnLs~r o( Ptnu::c:e . " 

{~~eE~ bricis 1n 5t~b111zat1on 
F.m:~ boo~) 

U7~ lt! 1 ~ _e . te Stce.L!7 fro!!l tile f r ont of it 
--~:~. 

:...e___: Y'-..l .-~ : 1J:2~:..:t · ~ ~1..-e i: :o tnen all . 
: :. ; ::' t -c:~ · o ' .= ~ .,.,.:.dJ.E.. lill over tne world . 

'! ; _, _ ,:!Te 1; ;oil t.O t.:l.- :=itt:ee to look it over, =-' ~; f~:- ~ t.0 ~e i t e •&Y ena cake copies . 

: ~. LT~~e•s s~e~ti:::l ta2t &e give teem a 
~~:-:- :.r :. t ; ~·e -.:!.: ;>:ess t:ne su=ary and give 
~ .St.c.t.e::=.~t: -. - . 

== ~ :;: d =r. ' t: l.Ue kbot;t th.&t is the f &c t t ot. t 
-:.::c • • -: is s=r:::~=lu rl t!: ;; lot of ays t ery. 

:~~~eo :ED o:: ~t =~t~e, taenty on t ne o ther 
: .:::c: !..!: ~«:: Je:nc.u: . 

L..:, •e ' re =::or-r.; l.t to U£1lty j)eople, ecd tA'enty 
:.= !;:t! '*~'!;,e . £IXl t::e ;o:-ess is going to be present. 

ae:..., 1~ W"O:li= ' t te :;o:J: l d ea 
2 'f't :- -:::ue. ~t ' s ;c.e potnt. 
~,:; :>YU t.ce boe~.S . 

to let the press go 
Just let t he Commi ttee 
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Foley: 

s.:.t .Jr: 

Duffield: 

~.:.!.Jr : 

-12-

But t be press would near you say tlla t tlut COIDJIIi t tee 
could look ~t it. 

~Gentlemen, I've got a11 the time you want to look 
at the thillg. 'fhe ex:per ts are here to answer any 
~uestions you .ant . If you ' re not s atisfied we'll 
come bLck t oQOrrov. ~e• ve got all the time tllat you 
gentle~en wtot . aut I think it 's unwise to let the 
international speculator take a look at this thing, 
so from this t hin& be can get ammunition to r uin 
the credit of qy Gnited States . • 

If ttley LSk you ,uestions on the basis of this 
condensed s~ry 1n front, will tbe answers be on 
or off the recor:? 

Let's t&A~ a 1~~ . Give me e couple sample quest ions. 

~utfielc : nell, you see, tbe 

Sell : I tbln~ there ' s a little donger in tlaVing the auditor 
.answer ;,ues tions . Be migbt not know just where to 
drali' the line bet..-een what is strictly c on£idential 
and what might be told . 

l:w'field: Says french fr&ncs, belance between June JO - so 
much. "Does tao t ~ean you• re in the business of 
supportinb tae ?rencn f r anc or the Mexican peso, 
wnich is • • • • - t~t sort of thing . Now, would an 
answer to t nbt be on or off tbe record? 

Guston: Sbo'A'S tne whole etounts of various •.•• 

Lochhead: Tbe mere fig~e i t self will answer that question. 
Have I got two or three thousand dollars on that 
state01ent ? 

Juff1ela : Four bundrea nineleen aollars . 

l.ocllhe;,d : Tbere you ar-e - four nundrea nineteen dollars . And 
a s far £S tne sterling soes, you1 ll fino that it ' s 
on the minus sloe. •e mede money on the s terling . 
1 mean there's tne profit. Tbere •s the profit on 
sterling . 

uuffi eld : "Does tbe mlnus cean yo u were short sterling on that 
dsy?" 
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• ..,: t.e : 

: . .... . Jr: 

:.>C!lheac : 

.. .:.,.. :.e : 

Et.z:es: 

- 13-

Tae IIlLo u.s .se£::S 11'1! e.ode a profit ." 

I a Ult t!Ut . I': just t.n!ci;! ng . I don 't ;mo. 
•cc~e:-. it ae gj.-re t.n~ " s 1.01:1ary, tru;t i sn• t 
eno~a • 

• a .. re is t ne ;x:ssibllH.y so::e of tne::~ m.y go o ver 
t~t, aoy ~Y: ~-o• s is : ve r7 co~p1ica ted ~tter. 

~e ~t :: • t ~s..t • rt~gent ;;.uestions o r: this 'll"itaout 
S:l::£ s :::u:y . .CO:.:.l:. :; ~t; lu. ve tnls '11"1 t n us for 
S~Ui!y?• 

·'=~er ~r.en ;;ou :-o= tha t n ene Leon • as a.::Visillg 
t~t .:~==.!.ttee .-~:: "!~- wr t:re do.-n rl~n S:>::ters toe 
li< s t t tee ? : :- -:.-e:y b :- ir.e; in t:u. t k:ir..i, :t e:~e :.eor: 
~ :..eSlu:e 2: :cC 't-~t rl.!:!:, tte c&n' t hsve ~tt.st . 

• o~e:- i:- ~ s~, i s n ' t enough. 

44 

;.e:.l , t:.:l!s 1roulc o ::U.y be for tbe purpose of" sholr'ing 
tne :OJC.. tt.ee t c.s t y ou do nave a v ery =:1plete a Q!Sit. 

Co~!rl't 1 0 1:;. t"ee:.:. y ;.= n y, s a;;, " I no.ve a:~ tt!Oit; 
: e i::...: : .:- ~ :- ~ --.i i ~ !!:? next. t l::e I ~=ee? 

• h.!3 -ao!!.- ,i!~-: t=.e=. ~:: iCe E of the =n.;.:t, live t.oto 
u: i ce!. o:· t.c.e e :rt:er:t t o 11"111ch tne nlriit ,;oes . 

lney • r e co; go~=-~ t c be i=pr essea wito the fact 
t~t :; ~~•ve · " t E »=-~ ~f f1et ures . ?h.ey :tm• t aL t 
.!~ess.:::: & i;l:;:t-s tiso :u..: t: ve ry co:1pl1cE:::ee a.>oit. 

:t is::•:: ~~ boo~, but the • • •• 

Toe :.t,.e.e: t..::.S .a=: , ~=- e~u:-se, o n E. to..ing l fie t.c.....t 
!.~ t o -....~ out t c£ s=ry Uld let theJ:t pore tnrough 
the T.lole t.:- • q; . 

I s tae:-e a ey i.a.:'o~=tion in t aer e ,..nose discl osure 
• o lL.c. t e !le t:-!.:.e.::~l t o t oe oper e tion o f t oe 
St~:~l!zatlJ: F~? 
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B. :.I .Jr: 

Lochhead : 

B. li .Jr: 

t uifiel d : 

B. J . Jr: 

Lui field : 

Lochheed : 

G~>ston : 

li . .:I . Jr : 

-14-

The prlnctpal thing 1s that these countries •e do 
the o pe:nt1q; nth have again and egai.n U)1d us 
tJl.at u:~y consiaer tha t their accoun"ts ~ o ur 
ov~tto:l Cor tnea- it's their business and it's 
a!gal7 ~onfiden~!al . 

45 

aC:C 1;0 S CO• )'CU, ror instan ce, how a c:e::tre! baJllt 
o~atPS, . Just a s a me tter or ·r outLce, for lnst&nce ­
I ::eu: I a s.ced J>rchie t o see the f ontS wbic:h '-r ea t 
Brt,alll used 1n btzying airplanes. 

•ttb t ne iederal neserve - the Bank of Ell61alld ll.Dd 
the fcieral Reserve . 

:.nrl ~ t.ol.i ·,. r c=ue th:lt t hey considered t.hLt tllat 
be:o!l6e= :.o the Federal Reserve . And =t it= 2u:b 
~~~7, ~~: e ven a s to the f oros - they ~iOm' t think 
i t n s :"!i!lt. I oea n that • ~ t he etnics o f one 
? l sc:£ : a~ent of a government o pera t ing ~o:- ~o~er. 

N:~ •, I d l :iL't ;>ush i t any further . r lei: tne .!ll! t ter 
go . it n s ::. • t important. Bu t I mec.n r •:: Just using 
t hst , t~ y ou don ' t ~ind, c s a n e xao;>2e . Lnd i f we 
s=uL:. , fo:r 1nstance, show tha t .;e n.ad so :au.cn 1110ney 
E~ l"'JU.:"£e;:. t.= t •e oper a ted dey by day, I t llinll: the 
o~ o~ ~~ and the Honk of Pr a nce ~o~d Just 
hsVE £!tltellS all ove r ttle lot . 

Wo~ ~er ~bject t o this? 

S:t:~T! ,...,; o C prof1 ts 1n the account s or ~ei: 
curr-en~!e_ . 

I t l:U.na: ;>r ob c.bly the only thing - I • ould 
F :-&::::e lU61lt ob Ject if it sere saown t ru.t 
hotd Soc:1 r etf f'rancs. Tbere Is tne angle. 
a1o = U :tl e of tnea, a l l they got -...s • 
n=~:l C:»ll£rs worth. 

s ay 
~e 

'i n ey 
couple 

a e to~ ~:em ~e don ' t keep thea over-night. 

~nacre ~ CAys you c a.n 1 t always ba~ance it out. 

But ta~ ~ I'm feeling now - I tb.i.n)[ U we 
give ~E~e people a f our-yee r summary, o ne suamary 
1n tDto •••• 
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Sell : 

E . .t . Jr: 

ni te : 

ri . ~ . Jr : 

: oley : 

d • .- . J r : 

!lot !Jy :re&:"S . Sho'lfil:l6 ;, fot.:=-)'"~s su::::n.ry, total , 
~n e~~enses and on co~ss1~~ . 

~~~~l ssions and interest . 

':::>=1-SS!=>ns . "nd ttlen, c t"ter d.l, ~:le ; u:,lic of tne 
Un!~~: ~~ates n~s got ~~nf~~e~~c LL :~e r~e~sury; 
c~ u~~·s ~uesti~nin6 tae!r c~=-~~~~e, E~ tAey ' ve 
Just .;:.t t o t.ake cy wor _. :'or it. li l:leJ' :::m' t •ant 
t o t~e =Y ;.or:. for it, ~u r•~nt , l,.'t ;a~ looil:. 

(.Irs .Uo t= b r lc.gs 
t o E •• ! . .r :-} 

~ e_, .:lC.r ::: Just - ju.st :& 3e-~!:!! . ~!lis ~Y t:1row 
~ Little light . Sere ~rc letters ~~ Loige aLd 
V~~cnber~ tAot ~Jrs. ~lo:~ ~c~c ~e. ~! ' s see, 
tJ.e;•:-e oath nitten li t tao: SU~e tl.loe . 

" I :-e.;;ret t o say tlU. t 1 t Ls de-:15~~- inc;,nclusive . 
r _., ~~t ht?pen t o be ~ ~~e:- =>~ - --~ - tnis is 
•c..:enhc:;; - ft ••• of Senate .:V::Iilll t~ on Beructng 
:..r. .:u:-r~ncy . ':i. hero! fore , r snail not be pe:-:1 ttea 
tae ; :-irtl.ege o f jOini.ll6 !..n ~ :~t:.- err,5 -< tion r.1en 
y ::;,u ' .?_;!£..: E S L orit.ness . cUt y ;,;; t.el.: :3e Ulf.t I 
: ·.l.S~ :e;;e1:.:: up:Jn taese o.ea ~i..:l;g~ ~ar ,u of =7 
1n:-o=t:~1::.n . You ;o r e u=..ue~t1:::::£l:-.ly er:U~:iec to 
~e ~s ?OSition . I c;,nt~t ~~elf, tnerefore, 
n;.a :.~e f"=tner Ln-.uir-y ~::J~ ::.::e U.:;; hei:lg . 

•o::=e:- =te -.r february Utn, : ~SLE'~ y::.u four 
s ; ecii"i c ,.ues:ions r ega ::iill6 tAe 5~:,111a. ti<>n 
Fun:: . ~ 1 t o understt.na f'r= :1== l~tter of 
Feor~ry 2jr.i tiul t y ou n U ; "i .. •e:- t.:lese , 1:estlon.s 
tr su~=i tte~ t ::> y~u w~en y~c ~~~~~=- bef~re toe 
Se~.E.. ce ~rudDi and ~ urr:- ency ~~ue?• 

-tes . M ~oe ans~er is •Yes .• 

iaen a~:-e ~o~es one ! roo ~e. 

•: ~ve y::~ur htter of :eo:-=:7 23 :-ega:-<iing -:r 
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Bell : 
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eell : 
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question to you a s to bow tbe tl2 , JJO,O~O profit 
in the s t abil1zation funa wss effected. 

47 

" I note tbat you do n.ot answer tais question 1n 
your letter on the ground tbat I am a 111ember of 
tbe Senate Committee on Banking and Currency, and 
t bE.t therefor e I ·S bould a sk you tbose questions in 
co=ittee . 

"~ey I tell you that you are 1n error? I ~not 
& me:~ber of the Bankin& and Curren.cy Co=ittee. I , 
~oerefore, once again re~uest you to ans~er this 
simple ~uestion which is of inter est, not only t o 
=e, bu• ~o tbe hOerican people. " 

,,e a ian' t s ay be was a a~eaber or the .::ol12ittee. Said 
you•a appear bef ore the Co~ttee and he c ould as~ the 
~uestions at that time . Be can ask leave of the 
~na~an to appear . 

I toought he wa s a member of toe Co~ttee. 

I taought Lod-ge .vas a member. 

He was two years ago . 

.. ho ' s haruU1ng this? 

I'll get a Congressional v1rectory . ~e c an f ind out • 

.Onere ere ~be copies of toe origlnel le~ ;;ers? On, 
nere tney &re. 

tnat you are a member ••• e - ~bat's right. 

ne ala say he was a member. ~e di~' t say it to 
Vandenberg . 

&e was tnere two years ago. At the tioe we appear ed 
ne was on the Committee. That wa s Ills f irst year 
i n Congress. 

Yes, he was on it; I reaember . 

Cer tainly was . 

~nat lett erhead does be use? 

Vandenberg is using Finance . Lodge doesn 1 t use aliJ. 
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• e ' ll J=~ pu~ t.nis ~o one side ro:r a aimrte. 
'Itus i s a ll right. 'i ll.i s 1s a ll good, c lean !'em. 
I ' • noc go1D6 to worry about it. ! 2ean I tb.1zlk 
t he answer i s Yery s iaple - th:,. t 1.1' taey Till 
address t neir l e tter to t he '-aa.irsan o r the 
~omnittee - socething like that. 

• ell, t ney co uld be present 1.1' t.lley ~sited leaYe 
or the C~uun t o be pr esent , r.nd ~u q uesd.ons. 
1 hat ' s tne pr ocedure . 

Yes , I ~ so. 

r. r~b.ie ' s g o t 2 ••• • 

~lle ,;;revious sta~e.en~ - trul one we i.ssue 2s a 
wee~ s~~ce2en~ - sno• s , ror lnst£nce , aow Te 
:nr. o:e our pr ofit . 

tte is a ~~ber, too . 

J us t ~ ~nute, ~entleoen . 

.!.he r e ' s the .ia~uary ' J9 . Tnere ' s his llL:le . 

otb ose? 

11enry Cabot Loc:ge . 

toes h e = Y he ' s c.;) t a .lll.eabe:? 

Yo u stld .c.e sai o tb.a ~ . 

"I am oot a • e2be::- o r t n e 5s - "dn,g and Cl:r l:'ellCJ' 
Co.oc.i t t ee . • 

I wo nder Lf n e bas n • t confused it rtco. Senat e 
t i llllOCe . 

'Ih.er e 1~ i s . 

Thi..n,g llsd ~bou"t nine 1111 ~ials. 

Be 's r epor ted in the Record a s ~ a aesaber or 
tha t Cos:ai t tee. 

Kaybe he doe s n 't C~CW be's o n ~ Co--' ttee. 

.!8 
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~e was ~n it t.o years ago . 

'9 .; 

(!, ~e:eyJ • 111 you e~ll U? tne secretary of tne 
Se~c~ ~c£1"6 ~ Cu:reney Co~ttee - t ne 
~e::~et.a =7 - ;e n " ~ell t oea •e ' d U .Jte to lu!ve a 
~~~?:e~e l!st of who is on it. Do you went t o 
ca2~~ i c EgELc2t t hat ( :Ongressional uir ectory)? 
!aa ;~;,se is, SeO£t or Loage say s he ' s not a 
.=.=:~"tc:- , b ,;t in t~t oe is . 

! 1 V C 6 :J t G !!st . 

J •J~~e: - • •• ne snows the s ource of tne dealings • 
•e ~v~ :~t. !ow, I don 't ADO~ if you want t hat . 

<:.e!:"be:-~ Ge s t on sr.ys t::~e;,· • r e going to wa nt t o know 
:a.c: • s :....::. ue ~'~ now .. 

,:ne:-E ans~eo a =or e Or leSS priva t e 
~~sc~si~n cetoeen B .~ . Jr, H~ nes, Bell ana 
~=~E5, t~e l a tter ex~lei~ many 
de~ils of toe wee~ly sta te~ent under 
r ev ie¥; it •es La~ossible to record 
t~! :iscussion !n complet el y intelligible 
~~rD, ~nd tnere follow only the suitable 
~~zg~en~s sclv&6eO t herefrom) 

~ .ll""' C?Ul!.::g t!ler e es fer ES tae excher.t;e - r>.ot 
= =- e tn:.:1 - : ::.e= tne s:u;.l. l balance •e luive is 
~~ : : ~:: e .,rLing ~lance, e s small as you can 
~Vc L • ==-~ Cela.nce. Al~~YS have to ~eep tfiat 
~~:- =~~:e ~ges £nd sucn stuff. 

- t~~ La1s st£~e=ent i n here as of - we gave i t 
t.e.e ~t~ - • o..tl.a you sey of December Jl? -
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- t o use this statement a s of December 31 . Then 
it shows the investment s •.•• 

How much? 

50 

rive mi!lion dollars . I'm going to learn something 
myself out of tni s; I've never seen this . 

There is your wee~ly statement. Now, there is your 
one billion oOJ million . Dan, r tnink yvu ' d Know 
tuis - Treasury of the United Sta t es check!ng account. 

Tnen the Feuerbl Reserve Bank of New York s pecial 
a ccount . That ' s wh~< t .,e ca ll our working bulance, 
.tept .vitn the Federal Reserve Bank of New York 
dlsbLU·sing ofl'ice!'s £S a n advance account - ~ 1\>, 0vJ . 

Tnat•s whp t you use f or ~eying your charges abr oad . 

No,.. , speci .:l a ccounts . 1; ,. nu ve gold, so m<.ny ounces, 
t o tal c34 million . "'ilver - •• e hllve nothing . Fr s ncs -
:re h:we thr ee taoussnd francs . Sterling - ~e have 
nine tnousand pounds o!' :~ t erling . Bot h of these we 
ca rry a t less tnan nothing on our books . l'le rnade 
:Jr ofits . So if tnese ,vent uovm to nothing, we ' d 
still have this amount of profit. 

And t hose are Jus t nangovers froc .••• 

Thoce tre wor.ting bLi&nces wruch we never can 
:lean out; mus t &l · ... ays huve a workill6 balance . 

~ever er n cl ean out exac t l y . 

Gold, Central Bank of vhlnu, held tn Federal 
:ieser ve B1u lk of New York. night s way the -.uestion 
will b e vsked, "Is tha t in Chine, is t h!<t our money 
sitti~ over ln Chin>~ , the Bank of China? " 

Tnet ' s ~ ~uestion they will ask. 

Tnet ' s Just tne nominal amount t o keep ther e t o 
insure there is so~etnlng to pay expenses . 

Then Ne have deferred chbr ges, then commodity 
exchange tr&nsac tions . Then some small commissions 
th&t a re due from t he na tionalization of silver. 
Nevor been able t o get it set tled . 
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Bell : 

a . :l . Jr: 

n. :J.Jr : 

Hr nes : 

n . '.: .Jr: 

Locbhead: 
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Well , I tbi~ I'd do it as of June )0 . I'd have 
tb.at aauch delay ~liY· Tb.at• s when our audit 1a. 
I wouldn1 t use Decl!2ber Jl, I'd use .June JO - I 
mean t.be d ay of t.be audit. I a~ean t his s t ate:llent •• • 

Otb.er sta te~ents like it. 

Tb.1s partiCRlar stat ement - pick it up as of June 
JJ . 

That ' s right, we can have it June Jv . 

You don • t wan~ a det ail of the earnings account, 
do you? 

Wai t a minute, Just let' s see this. 

Of course, th~y 1 ll ask for a breaxdown on the 
general expenses , and ·we ' ll want t o g ive tb.em 
tha t. 

Do yvu (Benes) want to ask :.ll)·tbing? 
of 

J ust going t o ask about t hat ite!ll ther e/f 8J7, 0JO. 

ne ' ll r; ive taeo a breakdown. flow profits. 

tiee, you have profits on !rene transactions; you 
mus t remember we did taka positions in francs befor e 
the tripa rtite, End before we hud t.be arr ange11ents 
with other banks of securing gold we had to take 
chances on our excn.ange . ••e did C~Ske a pr ofit, you 
r .. member, go1ng into the carke t a t t hat time. ue 
maae a ~rofit of ~JJ5,0vv on those transactions. 
Thst aent back to the f i rst year we had ~be 
a.ccount. 

'lner e ' s ~n.e pr ofHs on beying 2.ll4 sell1Dg gold 
bullion, profit on handling charges of gold. That ' s 
real handling charges, swapp1Dg gold in end out ot 
tile account. ~~en we do it on a dollar basis, it ' s 
a quarter of one percent. The other one here - you 
can' t figure it out whether i t's a ~uerter or not 
when you do it on a sterling or franc basi s . 
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Personally I think that t h is sta tement - I ' d ltke t o 
bee r some discussion - I think s statement l!ke that, 
as of June JO- l ' u give them tha t plus a bre~own. 
I' d like, f or instance, Banes t o t alk on this tbing, 
plus the breakdown of what those eight hundred 
thousand dollars of expenses are, and give thea 
t bis and make tha t public. 

I would . 

It 1 s fairly simple, doesn't show t oo many deta1ls. 

Now tha t I see this thing - that ' s a big de~il of 
how you rnt.ke a profit ; that's wha t you•re interested 
in. But not tha t thing (complete report), co . I ' d 
t ake t ho talong in case you hod to have it . I guess 
it would be a good idee to show tha t you had a pe~­
fectl y full end complete audit froc which ~ese 
figure s here have been arrived at . But I t~ 

that ' s so clear, so well done, I don't see an7 
reason f or you to e.xplain every itea~. 

I thinK I'll take tha t a l ong. But the other -
tney ' ll say, "Whet ' s that? Let ' s take 2 loolt a t it.• 

1 1 11 tell you the way I feel . You (Ranes} are~ 
banker . You give me o statement end say, ·~•. 
here ' s a s t atement of your account.• Yaugive ae 
s s t a tement once a year. /.nd I say, ~~'6ell now, llr. 
Banes, I• m not s atisfied, I • an t to see now you 
Keep the books.• And you say perfectLy fr~·. 

"Well , llr. Worgentbau, either you're satisfied with 
the summary or you' re not; but if you 've ~ot tbat 
much doubt and you don ' t t ake my wor d even tboucb 
I ' m your banker, you better take your account back. • 
And if on the other band you came back aDd brought 
a lot of stuff up, I'd think, "What' s the aatter with 
that fellow Hanes? Doesn ' t be think I trust bi8?• 

l 
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! 1o going to say, • a ere, g~tle::aen, are the f acts, ~ as ~ecretary of tae Treasury I tell you taese are • 11 the facts, t here isn't anything else t o i t . You've Jus t go t to ta~e ~ word f or it t ha t those r. re t he f acts, there i sn' t an,ythiDg else . • I ' ll lo~a tne2 r 1&ht i n the eye. 
lio .;o, I 1 o not going to put it in taeir 1110utb, but -~rr y~u aon•t tr~t =e, al l right, taae toe daan 
tC!~ LX&y . But ! 1~ S~~ng to you t~t here ' s the s•·-~~ry, thls i s cn iooepeouent eudit, c.oo I ·~ 
,~vin& you ~Y aor d or aonor t hat her e ' s the whole story. ~~ es Secre tGr7 of the Tr ea sury - and I ' ve 
tr.~en ~oath , ~ ~n ~ or. to I t e l l you her e 's toe aaol e story • 8 I don ' t tnin4; ~>'nYboay 1 s going t o .iist:rust ::>e . 

T'a.:;.t sute:::~ent bas the guts of the mole th!Jli. 

Then I'd say tae sa1:1e thing. I 1 d sr.y, "If you•ve ;pt any doubts , y;;~u b etter t ake t his t'und Scwr.y fro: ::le . 

Jf c~ur!e, tae¥ want~~ t o pa ss a r esolution cal l ing 1:>:- an r.uaJ. t by ? r ice, lie ter house & .:o::ap~: n;y; they a.::.>e ~~Er t~ ao i t - :oint resolut1Jn. 
Here's tne t~ng - =:>w, Just g ive it to t hea, • nd I d.>n ' t sEe !.n,; ~06 in the re to apclogize f or. 
I don' t ei t her . i tnin4; tbat4 s the ans~er . 

•=t t~es o:t r e of Loage , t altes ca re o~ ever ybody else. 

~= t • ou1d r.n.s . er I.o.;:.ge ~LU~ Vandenberg . 
Toe ::one ;x:>int I would say on "tllis - we 1 re sho'liing a loan t o Cilin.a , r.nd we' re snowing tbat we 1re re-.u1ring r. h&ndr~ percent sold on it; th£t ' s not going to he lp \.a.t!l!; out very !!!Uch. 

r d;;>r;'t see o.tliYtb.iog ::rong Jlitb t bnt, because the l>~bUization Fund is not s upposed to u.ke l oan.s. 
"ell , o~ course, I ~ould SLY we wouldn ' t use the • or e 8lo~ns.• ~e wer e tD~ing - we have purchases 
~r yuan; we're protec•ed on it . 
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i ne way to explain it - we not only had t he gold, but "'e had n huruired percent of t heir currency in aadition . 

lne~ • s the f i r s t thing . Ne h& ve the nundred percent of their currency . We na ve purchased tl69, 000,000 1t:>rtn of yw.n. 

"ey di a yvu ;~urcru:.se theo? 

'Io sup;:~ly Chi na with dollar exchange . Had to do 1t i n t c.king cer e of t lleir - not so much their purch&ses t ner e, • e ' ll soy, &S t he general conduct of t heir tzcner~e . lhey bavc a manased currency system wbicb "&s arrived a t a ft er consulta tion with us, and we eive them certain f a cilities in or der to handle 
de~£nds on ~em for for eign exch~nge. 

Do t hut wl t n any country? 

•· e 1 ci be gl ad to alscuss that <:i th any country. We 1 ve ~one it wltn ~exico , have done it with Bra~il, and 6 ny country th&t wants t o s it down and t alk to us, make arrangements mutually s ~tisf~c tory , so we can f te! it's perfectly s af e, •• • 

lf they can SUj)JJlY tne currency t. nd gold a s colla t er al f or • • • • 

On t basis which would be safe . 

Ther e ' s two hundred percent colloteral . 
No, tnis is only a c.uestion of trying t o make dealings in foreign exchange f airlr e&sy ~> nd t uke out some of tnese troubleso~e •••• 

.. ;,:lld taa t yuan purcha se show on tne J une 30 s t~> tement? 

Yes . 

By t a e same &mount? I t hasn ' t v" ried'? 
"'nlY s t&.rted dropping off tha t lr..s t weeit when they ~o ld off 15 million of it. But they had substan­
ti"llY ..•. 
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hnd they pay us interest on the balance. 

When you talk about your eurnings at t his period, 
there was $835, 000 worth of interest earned -
biggest earnings you•ve got outsi de of gold . 

What did they pay us, three percent? 

No , we ge t one and a half percent. 

Knoke, wha t do you think.? Should we Just take 
up tllis SUlllllla ry as of June JO and make that 
public? 

•;tell , it 1s r a ther d ifficult f or oe to express an 
opinion. I woula say lt may lead to further 
complicated c,ues tlons. I don ' t know just how -
I think. you ?1ant to make up your mind beforehand 
just where you cut short. 

·f,'ell, ;vha t .. . • 

55 

It g 1 ves them a f oot in the door, tnis t hing. Now, 
mind you, personally I 1m entirely in favor of tha t , 
but I think you want t o realize the possible conse-
4Uences . 

.. ell, wha t else coula they ask f or ? 

Well, they may ask for the records of which this is 
the SUllllllary. 

They're going to usk you l'or tile co=tries the 
currency of whlch you sup;orted. lhen t hey're 
going to begin t o ask you ~hy you1 re not support­
ing t he currency of Japan, the currency of Germany, 
the currency of Italy , some of these other powers . 
I mean those are the questi ons tha t t hey naturally 
woul d want to ask . 

I think Mr . Knoke ' s right, I think i t leads to fur­
t her questions; but we ' ve got a political problem 
here and we 're trying to give our friends enough 
informa tion so tha t they can answer intelligently 
the arguments tha t the opposition is going to bring 
forward . UoH, the more candid 'Ke are up to a certain 
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;10!.nt the essier it' s golr;g to be ror tn- to 
handle the c;uestlo ns taat a re g oing to be thrown 
a t tbe2. I don ' t t!ack tba t 1 t rtll be good to 
go t be whole way. ! co tn1clt y ou ougbt to take 
up tb:::t s=ry. r d on't see flfJY h.ara 1n tha t a t 
all . That doesn' t reYe~l tbe breakdown o r tbe 
t r ansactions . 

;a.Et tnis d oesr:•t do - it does snow the Chinese 
tning, rm!ch is t » ~.: f o :- the Ch!nese , tut 1t 
~Wl ' t be nel;:eC. - but 1: ooe~n ' t do the thi.ng 
"!l!cll c e.ntr£1 b&r...cs l'CD trec l!uries a!ght obJect 
t o, ana th&t is o u:- da;r-~~~ operaticr~ r o r 

SG 

tl:E~ ~ ao..- ~w;.;:n Ul.t:;J' li.4E. LLtJ s o !'o rth and so o n. 
I sr: ' t tnat :-16nt, k."l&£? 

Yes . 

I t~ ~t aoe s , yes . 

I c e Eo it o ve r comes tse o b j ection ; hich Eny central 
baCA wo ula bLv~, coesc1 t 1t? I 2ean no cen t rEl 
I::E no; •••• 

' 

:i: • 1:1 just tryin6 to r e•!e• tne tnin& . t.s rer as the 
Cninese a re concernc~, : •~ not ;artic~rly impressed 
if! th t oe pvint t :::. t 'lt.:.Ef .:.16h t resent = vi.r:g 1 t 
snown to toe wor lc ~~ ltttl~ fa <o r a ble trEr~actions 
tney rEEl~y g~t r~~ us . : : ean t hey got oighty 
lit t:e, b~t I t~ t~e ~~ese p~ct~e bLs now 
r eEched L :A>!.nt wne:-" ! t ::oesn• t - Eke E tit or 
~ffe:-e:1ce: 

They got ES c~h 1r.s E~~cy, d!.ar: • t they? illl 
rigat . Sn t hey <:Udr.' t &e t ~·thillg wo rse and no thing 
better t n.a:: u:,:.Ooa]" else. 

7 nEt ' s thE gr~ ter ~ans~~ ~~ &o i ng into tbe deta iled 
-. ~.:esti ... n s. T::~ ocr: cC&te o~suve:- i t TOuld 1nd1cot.e 
nvt: 11 ttle tnE Su~ill::.~.t!cn F\:na h&s actU£lly 
t cco:J~,>lisne<i in t = t ltTJ'e o~ o ,e:-2tion . 

•ell ... 
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: tn i nA i t's a mistsk e £ t t ais ti:e, ~. Secretary 
t o ;;iv., toe 1ou~CEtion t ;:l ·~·.:z:e t.~t ce •ve got ' 
SJ~"tb:r~ tb&t ~e Nant t o a!~e, beCEuse of the 
~&~t tnt t the re is s o ~uca ~~1: 1~1s= about the 
s~crecy o f t ~ublic ~s~tLti:~ ~e tbe Trecsury 
c.z:J U o<e toe f oreign .,.o:t;:), 1.!2. ~nH. sar t of 
~:n:r.g, th10 t it gives tae .:>p;-os!tion a • onder ful 
apportuni t) t o ju=? on you . A~ jo~e ~ z:d V&nden­
teri t)IJ[rently mccoe up t:::.~tr ::11lt>:~s J:hs t t ney ' r e 
g.:>ing to um~ on yo u et ta1s t11e o n ~s thing . 

J oan, y ou •re going t og .e t it u:.:•ay. 'ioey ' ll Jump 
en you if yo u uon ' t tell t:::e~;~ :.::u u- y ou tell them 
t~ey • re G"!r~ t~ Ju=~ "n j : u c ~•&y . You can' t 
:.. voio it.; it ' s ;x>liticf-1. :~e:· • ~e !lOt t~yir.g to be 
friEI!~ly . 

i • :.Jt:d~r if tney era& it o tat c~ y~i.:. !.J"" it is:11t 'ii'Orse 
t~n i~ y ou s ... c..t tz:e= ·w!th it <.:1 a t: t:-c ce . J us t 
wc!l<i er ~ng 1.bout toe _.syc ... oloi !.c;;l ef!:'ect. 

• nert i s necess&rily e line .;>;·e ~ ~cleo ;:ou out;ht 
no t t o go unless you ws:::t t o ,>Ut y ou:-self in tne 
;osition of getting nit • i to toe otner att~ck , rnd 
..;p t o t:u. t line - 7.ner ever 1t to. , I t~OA you out;h t 
t:> t ry t o t,;,> rO&.!n i t f:-~:e~y . 

~i , :!. t so :u.jlpoous t h: t ::::y o..t: e~t! == t~ey :J!ght bsk, 
!;" tce:t ~~t !sa t o p u:"St;E :h!s t:L..:-.:, t:ee..: r:.;>t. be 
~bt rr~sslng . ~nere ~rc ~-e,~te ~~ers to &ny 
•. llesti jn tney mit;bt &30:. to~:· · r : .se&:-c:J:r>.g f'or 
::.;...J£t:ung tney tni nA i s toer, . 'lc;ey co\:.ld 1-sk, 
ft"~ a i d n ' t you do it ~ita o~:~ countri~s?" &no 
tney .:oulc;. c.s« - tae!'e ' s :.::: L-e-..:E.te, ';:.~ro~riste , 

re:os o r.sble a n swer f o r e~ca CLSe. 

: 16 lL.:e t o cllke t nis st;ggestl.o::> !'r:>= Jonn.v ' s 
ooint th&t tnere OE.s been & : c t :l:· =r iti::iso of 
tnis OU£e f'un:! giver: to tne ;:e::reury - two billion 
callErs . I ' d like f o r y~u to ~Let cut th£t the 
bil:ion eignt is in gold ~ s~•s ~~ tbe csily 
s:c~e:ent ev~ry dey t~ toE ~utl!c . 

~a't is 1n there . 

~n::t • s i n t he st~ tement . t ae pub:ic •ill KnOW the 
ninute tae billi:>n eigat . s t.:>~ ::ne~ . 
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Et.nes: 
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~llat ' s in there. I think lle covers it very well . 

.,;ow, taey ' r~ go illg to asJ( t his -.uestion: wlu; t 
vo:i.l%~ of business y ou've done under each one o f 
tnose i t e.s . The:; might ask t hat. 

Ja, ::.~;c, ~s is the way I f eel. s~re • s tae J une 
3a s~~eseot . now, when I give t his out I would 
s~>y tals: ~ llo. , I've g i ven ta1s thing ve ry, v e r y 
=re:~ eons1aer p.tion, . and in o rder t o aainte in a 
fa vor :.ble opinion tbz:t the public bas of the 
~ re~;sury , I tnink a t this time it is ~ise t o 
!'=nlsh j·ou &ru! tile Congress 'A'i th this infor::w tion . 
!low, "'hen I •m giVing you this i nforll!a tion I ' :s going 
just :.s f li r as 1 can withou~ breaking t he relE.t1on-
salp o f c lient a nd " 

• a ttarney.r 

Sbct? 

.. ell, 8 b r o ,.er . • 

Tre~s~:.ry-to-treasury relat1.:~nship. "I c=' ~ go 
beyc l:>l ~nis • ita?ut dis closing the busiziess of 
s.:~~e ot~er c ountry .• 

uoulc y ou nnt to s<:y yo u c oul<i.n ' t go lillY furthtSr 
• i taour. ~os.t 1ng th=? 

No , I can s ay d ef1nitely t bat t h q con •t want it. 
laen I can s q taere ' s no fund t bat ' s e ve r given • •• 

l'::o afra id o f the r eaction . I get E reac~i?D to 
thzt t~t y ou 're t r yLng t o ~void so~etning. I don't 
~e tOL~ a~proacb. 

I get an a ~ful bad rea c tion to that; got a bad 
reliction ne r e the f irst t1111e we t alked about the 
S~b1liLKt1on ¥una - I go back - how i gnor a n t I was, 

.and toe ,.uest 1o ns in r:ry mind n t the time I cuze 
o ver here, wnen we bad t h e f irst confer ence here, 
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~hen I made the statement that you would tell 
nothi ng or the truth, all or it. 

~ell, this is the truth. 

59 

I kno~, but I don't like the i dea that • Now I can 
give )"OU part Of it, but there is SO::leth.tng here 
I 1c holding back from you." rtight away t~t gives 
the OP?OS1tion & cha nce a t least to ask the ~ues­
tions , and I think y~u ' d knock thee over if you 'd 
just mbke a complete statement - "Here' s ever ytning . • 
I don' t know, I ' m inclined ••• • 

Couldr.'t you s ay just that "Here ' s a summary and I•: 
re&vY t o ansGer any ~uestion you put." iben if they 
ask a ~uestion •• • • 

If it comes down t o a ques tion about - • Hell cow, 
there ' s h oel1cat e mstter ahich I think ~e o~ht 
t~ ha ve off the record, bec~::.use tn~> t ' s & c,uest1on 
of r ala tionship b et·.feen our Tr east.:ry and a f oreign 
gove rnment, ,vnich I don 1 t thlnk you g entlemen want 
any more than I do t o abuse . So I ' m going to a nswer 
t hat ~ues tion, b ut I 1 o like to ans•er it off t he rec­
~ru , have it so understood ." 

So1t \YO\.:ld it be - if they liSk the detc.il, t hen, say , 
;\'E ru..ve this aud! t b:>ok here Lnd :.rchie begins t o 
leaf tarouga i t. 

I a;>uld cer t~oinly nave that book with ce; I s.reer I 
woulc . 

I Lgr ee I woulo have it up there . 

nell , the only one you nove to hove is toe lost 
one. 

lhe ShQe date LS your sta t ement . 

~ut that's a oifferent story - if ~rchie cas it 
e.s par t of his e,.uip:::!ent to ans.lt r ;;uestions, 1t ' s 
a ver y oifferent thing t han if you say, " Gentle:::1en, 
ner e is t he book at your disposal . " 

'-f somebody NOulci say, "lJay I l ook at t ha t ?• I ' d 
s a:;; , "X es, go ttnead , look at it.r Befor e your 
hee.ring s t arts, )'ou w~:nt t o have i t clear t o the 
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H • ..! . J r: 

Gar-s t on: 

H.II . J r : 

G;.s t~n : 

unite : 

ne~spaperaen - I ~ i t 1111 r a t4£r tnpres s 
tne:!l e.na be a good poi nt - •mere eu;y be t;.W!SU.o!IS 
asil:ed GJlli ans•e r s g iven whicn we rt1l. e s.c TOll to 
consider orr t he record .• 

Le t t he Chsir 1:1Bn make th& t sute~~tent. 

'<ne ~hliiroan s nould make tbet st2t~nt. 

r ae .::ruur-...c.n should lO!li.ke t h!, t su~ent. 

One tn.ing ecout ~iving t o ea t n e Jtmc :>) . Yo w. 
c.nnounced c. pr of'1t of' !ll , .>JO,.>J.>, a1loi o~ c o""' s e 
t ae J une }J st;c.te=ent uoesn•t s~• a ~ro~it o f z 1:< , .)).) , .).;) . • 

Shy•s . ; , o?o, J)J . !be figur e of tll, .>.>J, J)J .c.s 
getae r:-e:: f r o:> tbe Febr:-uu·y 13, 1';3~ , sute:;u:t, 
Kai~n I • ~ not putting in t h e ~e~o~~ ~eca~e ~t • s 
not ~n buii~Ed state~ent. "e Ln~• !t' s ~r~ect. 
b ut it isn ' t an euoited s tete~ent . 

·~cu; t X'!ll ~> Void t:1e il:lpr-essio n t=~ Dey ~-.e&at 
ta .. re we :-e s o:e ne~:ov;; ope r-e t~-!lS last fC:..: ~on 
Ke~e not inclurlin6 1 50 tn&t ' s ~ ! ~ i' YO~ 
be :: gooa ide~:o t o add s=e sucn s tc. te::=,. 

;.ocul:.eac : linen ~-~u r e!'er~ed to it befo:-e, tney .;,!,6 ~der ;o 
the Dece=ber s t~ tement. 

• 

Gaston: .. h,et • s t ne vb! ection to us1e& the ::.e~ 3~ st4.­
oent ? 

·•alte : I t ' s ootc "n c..ai t £u sta t ec;ent . 

Hnnes : " •e ' re per fectly rl~ling to &l• e it to yo~, b'at it. 
1sn 1t an 'uni ted stet~ent .• 

Gt.sto n: If t:ley hav e a tbeory t nat soae b ig operat:lc :;..s U: 
a!d of' tne French and tbe Br itlsn nnt on e t tee 
tue of the !IUIU.cb crisis, • by, 

Ab1te: <>nd t a.ey !U&h t we11 have t i!.Et . 
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:. . ~ . :~ : 

: ~:ey: 
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.ae ~ues~ion the neNspapermen will es~ ~e -
•J!~· ~_ so~ebody tell us you made at: this ~of1~ 
~~~ ~~ uover noent bonds?" 

ol 

Yvc're not going to huve ~s much t r oub:e ~rrow 
z..s .. :::en you get over on tbe other side . 'ibis ought 
t.;, t-e !!lore or less of a dress r eheersel toaorrow. 

; x~ :'!;ly . nOO tnen with all of tnis out, I t hought , 
3!;~~ng uer e , ~ould t bis be the way to ens;er today? 
'"-.' a ear Seru; tor Vandenberg, ey near SeOEU)r Looge: 
: :-to~e:ved. your letter t oney . I'm goill& up on the 
~ U) test ify t omorro" before t oe aouse . U ~>fter 
::::; ~ ., stim~rzy is !llll.de public t here stL:l ere so::.e 
~~sti:ns tbE. t you want to ask, I 1d be r;.l<id to tlo.ke 
~e ~tter U? with you. " See? 

- ::Oey <:<ill go to the Bouse near ing if taey want , 
c~' t. tney? 

Sz, ~ere' s t oo much j eal ousy bet•een the Souse 
~ ~e SenLte . They won ' t let toea ~o thGt . 

· : •::. g oillg up tomor r ow. If aft er GY tes t i=oey 
is ~de publi c ther e ar e still ~uestions you S'Snt 
~ ~sk, I ' d be glLd t o sit down and discuss t he= 
I!.U! you . " 

'l~ ::ecessary , you can a gain r efer them to the 
~e;c -:,e .:~.::l:D.i t tee . 

~;; ~t letter go up in the cor::ing, sc the7 won ' t 
c.cve 2 eo.cnce t o feed some or toe B.ouse :!eJ.ubllcan 
::.t.::be:-s nth ques t i ons . 

:ot i~ in the mail tonight . Put this: •Se r;lao t o 
s~t ~oTD ~nd discuss tbe ~tter wi th you in person ." 

:i..r . ::!orgent llE.u, we won • t nave a:rry ~; rouble expleinin8 
t~t; ~e • ve secured 50 mi llion oollar s by e hundred 
=-~eem; of gold. But Lodge and Va.ndenberg would 
~y, • aell, you've done tba t . Woulc you e•er do 
~ that wasn' t secur ed by e hnnered per cent 
!; l>l~?· 

: tell y ou now I' d sns«er tnst: • I woulci~• t ao i t 
~~ut getting specifi c nut norizat;i on r r o: 
.....C I:,6-ress . " 
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?oley : 
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You're tyillg yo ursell up. 

I wouldn' t say that. 

I wouldn't do it . I wouldD' t do it. 

I wonder if you can get anoth e r answer tbat fil~s 
the bill thc.t doesn ' t co:uit you in that way. 

62 

" We ' ll decide the -.ues t1on on the merits at the 
t11:1e it is presentee to us, Just es we do all other 
.utters.• I don't see how you can say whet y ou'll 
do in the future, bec:Luse y ou ' re chE.rged with t he 
responsibLlity .••• 

1• 11 say, "Ge ntleoen, I s~oa on ay r ecord ." 

"I d on ' t f o r esee any oc~asion to do thet . I haven ' t 
a one i t up t o d a te.• 

I' c; s a tisfied . 

7/ha t we met here f o :- a s to go over this sta teaent 
which has been pr ei!<' :"ed r o:- Qe to give o ut. 

Can we go o ver it again and take it up waen we get 
a c ocpleted draft later this afte.rnoon? 

~ext time I DhVe I1ll be right after press confer ­
ence, will be 4: )J . 

'fb.at ' ll be bett er f o r us . 

If yo u gentle:~en col.;!d c:o:ae back ••• 

ri e ' d like to r aise t•o points , aowe ver, before 
~te . ... 

Let me r a ise o ne . I n do!ng tais statement, Herber t, 
ple ase bear in mind that if the s tatecent is good 
enough .•. 

. •• Qimeograph it • 

• . • • o.i.=:eograpn it; and .Lf it isn't good enough 
I d,n•t went to use it. 

Regraded Unclassified



T:ller: 

: . .! . J :-: 

: . -. . Jr: 

•n!. :..-e: 

• .::.._ \.E: 

: .~ . J :-: 

-iJ..!WD: 
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.. e•ve got ~o -« it good eDOugb. 

lf tne l)r ess a r e there t ney• ll say to <>er bert, 
• For va:i~t • s saLe let us ~ve ~opies oi it.• 

':.""D.£t 1 s 11-a;; I S c7 i1:1 s go~ to be gooc Ellvugh. 

£3 

- r •e ~e 1~ U? ~~e ~no reaa it ~nd cvn't have 
i• off the re:v:-~ , ~e should OLve eop:es . 

In VleT o r t x.s d i scussion - I tbir:A. it should be 
aelpful . :n tne first !)lace , a•s too long . 

"e ;>£daec it ;-..:ri)Osely. 3e easy to cut it down. 

•e can ~e it cet~er, Kr. Secr etery; it ~ES only 
e a.rert • 

~et so:~e of Leese cx-neaspaper nen tE~e a look at 
it. 

After ~e Eet tot drtit •••• 

Gooc; ioe:. t.: & VE it l oiJi . i' r int the text or it 
in tae papers &::n.~ -' t he country, it 1 l: l ook fine -
~aere 1 s a lo::.; s ute:lent of toe w-:wle facts e bout 
~ae S~Gb- li~~i~n F~. ~ 

:;nis o uo;at ~ !::e ::.!.:.eoc; r epaed, too, fra:~ .1une JO 
eoo ce e ;u•rt .:>:f 1 t . 

•ne ;~sycaolvilc~! :. !!vantage o f llB v1..ng s o;oet.biag 
the t t.e.ces u;> e~sl: all o f the tbe is that you•re 
~ contr~l of tne ~eetlng until you sto?; and t hen 
i!' the:-e 1~ too ::ru,;:n ti.:e ~fore th~ bell rings a nd 
t:Ey hove to go o10t on toe floor, the Uting csn get 
.:»u"t. of a~. o:.. 

i;et aaai.r al ?eoples up there to talk on ?rocuraent 
"'ivi:si::n? 

The:-e lit"c t •o .,uest1ons wnico •ust be decided before 
Te can go ro:-~. u ne r el&tes to silver, which we 
lefl: ::ut o f ~e drzft; but Ed thinks definit ely we 
ougbt 1:o b&Te ~ r e i e r ecce, a t least, and some 

' 
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aJ.scuss ion O\J6Dt t o be included, beca11se the 
section wb.lcb y o u ' re calli ng for includes it. 

64 

I 1 !!1 :;ot saTiJig tb2.t yo u bave to =ke any r ecO!I­
::eodz t1.,n at ~ll, but I thinll: f or the s ue of 
candor y ou o~ht to sake soae reference t o it, 
s::> taat ( a } the ceTspeper:~en don ' t get confused, 
u:d ( b ) t.Qe Co=.i tue bows t on t thG t • s in the 
'tlill &.00 tb.E.t ;p1; r eaHze i t ' s in the bill. 

"e can pa:; o = ~ssi.ng r espects to i t nth a s 
little LS possible t o fil l t hat bill , without 
aiscuss1Lg •.. 

Ca='t y ou ;ust ?Ut ~a sentence and put brac~ets 
t :-~=.! i t, ::.:;..,te it very sr.all type? 

~·.-: " >a.!.s is .:c::te also t o the extent of the Silver 
~~~se -~t.: ~s tna t what it i s? 

~1sten, is Ta::.~s curr ency in t his t oo? 

:lo, t ais is t!le 

'fw.t 11.es oo t i.:le li::Ut, g oes on forever. 

'tais 1s j W! t ~t provision of the TaOGCs a ceadaent 
i n r eg6.rd t o silver. 

I tJ::i.M toe st.eu~ents a r e fair l y s il:lple s bout 
sUve.:-. 

:.be t wo~d )"OlO. say, lier bert? 

liell - • "t""oe po-zers rttb. r espect to coinage of 
sil Te r , t.ae \AO:.iis =~ent powe r s , &re part of 
tile general sHYEr p:rogre.m - part of the procra.ca 
enscted b:r the --ongress , and if the Co ngress Wis hes 
the pr::>;r~ t o co~tinue Ls a t present, then i t wlll 
be neces»r y 1:.0 inU.wie t his l a nguage in the reenact­
cent . " 

Regraded Unclassified



;;. . ) . .,;;-: 

=-- - J-:- : 

- JL-

las~ ' s tne sa.e th1.z:i LS na done 1n 1937 . ibat 
•e 're as~ ne~e is jus~ ~ eo~t~uetlc~. 

?ut it 8 Lf t~e =o=6~ess .tsnes,• rc~r t~n "I 
reeo=end . • 

•~e se~;:,ni ~t£~ is ~ 30r e ser ious ~uestiOn> it 
:-ela ~es 'tC ~e ert.ccs!on or t.he oo•e::- to devalue ·--·- c-- =-- ~' -~- ·- - ~- - ~t ~·~-·~·-·tion -6C;....L.;.... • ~ • • , .., . w.., ~ -r-'• "'"- _. ..-..;: ""- .r.-u 

f~=- t~ ~ ;c•e:-• !L o .;:- T!e:r • I t.Q.!n,( , lies 1n the 
z. bil!.cy ::e alter tee bcyl...n,.g e.n:i selli.ng ;trice 

65 

f o:- ~ ;,::;;, s.~ t:l.£ ~ is i:::le;:te!rle!lt o~ t.ais parti­
;:\!1~ seet!.:J.:l . ~ ,..e a:e eo!lfront.o~ rttn e 
.1!~. .i.t' •e ~e toO :u.eo ;:,! it, • e ' r e 1dent1-
f :;ing ~ i:.:t . := •e- d~~· :, :n Ue :.i..n!s o r 
-.::::.g~e:s ~ey ~ =t: .Qo .. ':!le ::istt=eti-,n s iiQ I:BJ' 
:~ y~u'~a ~$ins c ~e~ cose ror i~- ~ut I 
susj)ec~ tnat !.t ' s oettcr to ~ee ;:t t~ t•o se;:tsrate 
4X:C. ~t .. . . 

Yes, ~ee? t.:~.e =•~ se~:- :: te . hnC I did ~e the 
s~:~ect oc J~:-y :3 ~~f~re ~ha Eouse c;?rO­
j!.:-i:. ':.i':)= Co:!.::dt-:ee, r:t!:::: s ~e t1s!1es ~e , on t he rigbt 
.,~ :.n.e ?res!..;.e::~ :.3 dE"n.-:;e - J6.0:J:£:·y 13 - I aean 
: ~=e z s~ te:e::: u::e . 

l.)r: j):l:J=.eJ .:.ell,. ib• • r e 7 :JI:C 
~~nc :,=v:~s£ ~~~~ ': ~~~~ee s~bjE::, 

(ass 

l • L! ~ et :;.aese .;u: t.e= . ?:.o~c::.- :.~ ~e t.:> set. taese 
_.f.:e'~~:;Kle.! . 

! :J:ll)· :. s~e-.:1 7.:1:1. (::ec~ !'or !'ive !:Unutes. I only 
~ep't y~u .:::. n~ ..u- = ;"1" " · 

~~;:e • s tn~ e~r:cs;~~~e~ce . I r y=u' Ll br 1ng it ba ck 
a t 4: JJ, de : bert. 

' 
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HJ&Jr: 

Operator: 

!!!Ur: 
8111 
Bullltt: 

JWJr : 

8: 

HJJJr : 

8: 

HlLTr : 

B: 

MUJr : 

8: 

HUJr : 

8: 

HJL1r : 

8 : 

Hl.IJr : 

8: 

l'VJ'r : 

8: 

l!'o.!Jr : 

Hello . 

Aaba .. ador Bull.U.t . 

Hell.o . 

!Je llo, H8111'7. 

How are ;rou? 

Fine , 10' bo;r. How are ;rou? 

I ' • prett;r well. 

Good enough. 

Pe brua.r.J 2'1, 11138 • 
10:50 a .a . 

£6 

I '• u lllng up becaus e I '• golng t o haYe a fi.DanoiJI& 
on the fltteeuth of ltarch . 

Yeah? 

And I W'OIIdered tr ;rou want ed t o .ake an,y f oreuat aa 
to - - betweeu now and the fifte enth -- whether ;rou 
think I ' d be falrl)' eafe . 

Well, Hen17, I tell ;rou, a;J own belief la that Juat a a 
aoon aa the new Pope 1a elected the gentleman t :> the 
aouth 1a go l.Dg \.0 put on the heat. 

Uh-huh. 

!Je ' a tr7lng t.o atart t o aake rather exceas1Ye daaand a 
and rather rto leut apeechea . 

Uh-huh. 

On t he o ther haDd , I think ;rou're perfeotl)' aate 1n 
aaaua1J16 t.hat there will be no hoet1l1t1ea be.f ore that 
date . 

Well, when do ;rou t.h1.n.t that let 

I can ' t hear )'OU . 

When - when are the;r go iJI& t o elect the Pope? 

The;r 1ll e l ect t .he Pope about - - probabl)' between the 
fourth and the eeYenth of !larch . 

Well , I announce 10' f1.Dano1ng on t he elxth. 

Regraded Unclassified



( 
B: 

HJ&Jr: 

B: 

!fW'r : 

B: 

HLIJr : 

B: 

~r: 

B: 

!I!IJr: 

B: 

RW'r: 

B: 

HW'r: 

B: 

HliJr: 

B: 

l!l4Jr: 

S7 

- 2-

Well, 7011 're- 7011're ll.kel7 to tuable la\o a 
dt.rflcuU eltuauoo nUl u .. 

I e-. 

I t.btn'!r t.bat - I '-h1.a'!r Uat t.r 7ov. cm1 -

Yeah. 

You would be be\t.er edrtaed to la-cll 1t ~ore U.. 
Pope 1e elected . 

Well, ot couree we Cml't - lllltortUDatel;r n -·t 
change 1t. We ' •e got t.o am:- lt on Ue e1:dla. 

You do? 

Yeah. 

Well, I'll tell .TOll~ - I 1.h1nk 7 011 can~~ 
U1e - I th1D'Ir 70V. can be certa.1n that you're not 
g o iJiig to run into 1UQ' actaal lllo~tlll.~. 

Uh-hllh . 

But, 7 0 u ~, 1n the latter part or 70YSr period , rw~ 
into eo- YeJ'7 hot t.all. 

I eee. 

ADd now, Ue - I th.1llk 11D4e:r '-he ~eent clrel8a't8ne-, 
bel.Dg ae the7 are 011 th1e et.de ot Ue "ter, ~ ao Of#' 

elde ot Ue "ter, 1t'e dDUbth.l tbat the genU.-n 
w1.ll pueh tbSng• .. tar •• h:oet111~. 

I eee. 

But he'll do • hell ot a l.ot or tali aDd a hell ot a lot 
ot blackaaU. 

I eee. 

ADd 7011 -.;r rv.n into a bad pc"lod. thee. On U.. o~ 
haDd 7 ou ~ not .~ uat -u.l atter ,..., th1.a5 1a 
out ot the ..._,., ~ pera:n•U7 I ~Une !le1ll nan 
U be tore 7011r '-h1.ll6 le oat ot \oke ..._,. t.r that '• '-M 
period. 

Well Uen t.bat 1 e ..-eth'n& I'll laan to - I'll J-" 
Ia&.... to 'lraep \.ha" 1n lltlllil. 
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8: 

Elfoh': 

3: 

El&h': 

!!: 

Elfh': 

3: 

::Ur : 

!!: 

F.lfJr: 

9: 

~: 

3: 

B: 

:!Ur : 

!: 

:!l!Jr : 

B: 

:JLJr: 

E8 

- ~ -
Yeah, beoauee tJa.at - tJa.at Jut - Ulat 11 tJa.a perlod 
wbln 1t w1ll etart. It M3 DOt etar\ lliDtll aft.er tJa.a 
tlnoeenth aDd on Ule oUler !laDd he M3 ~~ 1\ u 
ear}7 II the eeTenUI.. 

Ult-luda. Well, 1t 7011 han ~ c1Jir1.a& '-M ~ 
wn ~a, between now aDd tJa.a toan.h wlleD- - we 
pr1ce 1t on the tourth, 7011 aeet 

On tJa.a tourUat 

Ye haTe to pr1ce 1t on Ule tour\h_ 

Yea . 

ADd U 70u haTe ~ between now aDd t.lum, will 7011 
-.n: U. ~t\ent1on ot trorsent.ha11 ao I get 1tt 

You bet I will. 

1flll 7 0U? 

You bet. I w1ll, Henr.J. 

All r1ght. 

I tell 70u - the - ~ gueae 11 Ulat Uere wlll be 
aotMng ot 1D7 dec1111Te taportance lliDtll tbat tlae tu 
Ule el.-.ple reuon t.hat. Ule new Pope -·t haTe be• 
elected. 

ADd 1t. 1 a 1..,ou1ble tor t.hat &ent.l~ to pl.Q' Ue 
pollt.1ca he'• p~lng about the elect~- of Ula Pope 

SO 7ou•re - 70'11re llkel7 to han cala tor '-»t. per1od 
nUl the begtnnsng of a&ltltlon alaarU;r an.er-rda. 

:>.J:., B1ll. 

!!ow are 7 ou, Henr.Jt 

I'• f1De . I'Te reall7 been reall7 qu1h well. 

Yea? 
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( 
! : 

!'JU'r• . . 
3: 

&;:.;Jr: 

8: 

E:lllr : 

3: 

!'lllr: 

3: 

E!Jr: 

!!: 

Elt.lr : 

3: 

~r: 

S: 

Ell.Jr : 

3: 

Ell.lr : 

3: 

!1: 

""'.Jr : 

- 4 - S9 

D14 7 0U ge~ a le~\er tro. .. ~ a chap nepeo\ BeTel'"~ 
Rob1.naon? 

llo. 

llo. 

D14n • ~ '-her eYer ailow 1 ~ ~ ,._, 

'l'ell now wa1~ a alDu~e, 1a Uul~ ·-~ t.ha~ J'OU want.ecl 
ror a J ob oyer 1.n Parte? 

Yeah. 

Yeah, we're worii:1Dg 011 Ua&~ . 

'l'ork1Dg on t.ha~? 

Oh, we - we're Yer7 alow 1D U.. ~- 'l'e're 
.U.Oet. aa Blow •• t.he 81.&'- De.-n-~. llo~ qune 
'-hough. 

I -- I want. t.o t.ell 7 ou I rep.rd J"'U aa et1'1c1eaq aD4 
apee4 pereon1t1e4. 

Yeah. 

ADd 11et.en, I want. t.o II:Dow ~ 11' ,._ go~ a le~~er 
abou~ cert.a1.n ol4 til e a . 

Yeah. 

L1et.en, r ouns rellow, I '• Jua\ COw1"€ out. troa an4er a 
couple or bu1ldl.nga t.hat. dropped 011 ... 

Yeah, but. 414 7ou - did 7 ou sa~ Uta~ le~~l 

Yeah . 

D1d 1t. aaaae rou? 

I~ aauaea M, bu~ I a~1ll -.,. l 'a aUll .,._lUis-~ 
r roa under a c ouple ot bullA~ U.~ choppe4 OD ... 

All right., 1111~en, when ,._ ge~ ou~ ot t.hoae ru1Da-­

Yeah7 
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3:Ur: 

3: 

?'3/r: 

3: 

!'JUr : 

!1: 

!'lU'r: 

3: 

ElUr : 

3: 

70 
- s-

Teall, - Uew-

I bellnw \Yt. a11 -. ot bl'-Chee o111gbt. t.o be OD t1w 
- el4e, 4o 70V. wmdent.aDill 

I-

I •a c e peble ot be1ll6 a 'f'er-7 ~t.7 ODe ~~T••U. 

0 1:1., an 7oat 

Yes, elr. 

( La111gb\er) Yell, I et.ll l ea:t I • • o.rawllng out. troa 
UD4ar • 

.Lll ~"· cnwl oat.. 

0. 1:. 

Good b7.. bo7. Ooo4 luck. 
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tt Jl 
'"""-~ . ·~ .. ·· ~ ............ 

BOARD OF GOVERNORS 
OII'"~C 

FEDERAL RESERVE SYSTEM 
WAe .... tNO'TON 

l'eb rua%'J' Z7. 1939. 

'Die Honorable, 
'Die Secretary ot the Trea8U1'f, 
Waeh1ngton, D. C. 

In response to your requaet I 11111 eending 

you a ccpy ot \he memorendiD prepared by the Board' a 

start on "Proposed Raduo'Uon In Vol1D8 Ot Treasury 

BUle•. 

IDeloaure 

71 
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PlmiOSID JtiiXfCi1CII Dl 10IDII .9! !!IP"II" mz.s 

!Ia• prox-aJ.. haa "- .n..oecl that the ~ U.. $500,000,000 

at u• bOJ>de for caell ca ~ 15 ad reduce t he oanc:u"•g ~ 1d.l.l.a 

~ tl , )OO,OOO,OOO '-> t650,000,000 '117 MI!Sag caq $50,000,000 a..- ap!an 

$100,000,000 -wru1-. "-zoe .. t.o pr111.o1pal ua ta nor ...,. a ~ 

~ rtrat, by redl>ciJ16 tile • a\ of 'bUla th1a arl:at ..U lie ~al 

so u ll 1-su--u,.. 1as~~~N. so ,..d, a new otrft'ta,J of ~-a-nu .. 

-.14 u.t:e a4Tatap of ~ --t ~ u.rttet eel .,lll.cl ~ w lool4 

<1.- a f'v'\her price rha tbat Jd.,;llt alta the -=<kat sore~· 111. ~ 

h~. 

U -a DOt - ~ w redl>oa the •PI>l7 of 1d.l.l.a la ....._. 

SO 'be able w all_.. 1la tba tal:aft, a1ace \be-' of It~~ 1a 

ru ~bon of the 1 1. U' the par;>e>ae ot U•Jae~ 'bc:a4e te to lool4 clooa 

iU'i.,. ru.e, t h.18 - be~-.... attac:Unl7 'b7 hw1"0 -.a wt~ 

retL;q 'bUle. !I) - .n.ot, buwever, 4-cla for bolide -.i nor 1d.l.l.a 

art .. rrca cl.llhrct &lw ••· 8114 t he pr1Jic1pe.l atfeott of the ndacUca 111. 

U:e coat til 'b1lla ouatsnM•g • 1114 lie oc pr1oN of ~ 1011& .. wll.lell 

u.. &1rM47 un 17 ~ !lae propoee4 :>rfCl- .Ucl - . tl»nrhre w 

hillp CD ~. quntaa 'llllet!ler 1t 1a ~· w ..a ,._ til t.laa ~t 

~ arbt w nta.1 - til ~ alllon-te:ta o'bllptlcaa of - '1'1 -"l:7• 
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The pro,._ecl pollcy 11....S. &1., to be oo~>aiclered ~ tha nat!.,oi.nt 

o! 1u poulb1e affect oa t h e i.Dran-t porttolioa or ..tier bomb..,. oa t he 

opoc-saru t opersUoa.s or the Fe4eral B.aer.,. SJate:a. The S,St• -'-• baTe 

gre t diffic:ulty 1.n .a!.llt• l n!ft; ita ;orttollo or ahort-h= obligaU...,. a4 

.,uld, t~ere1'ore, either hue to ~ lo~~ger~ters eecuritlee or ....me. ita total. 

boldlao•· In rlew or the pressure on banks to t%')' t o i.n'fest liiOt'e or their i cll.e 

rude, uzl>er b4n.k.s ll13bt teaporarUy i.nereaae their boldl.llga or I.aq; ..... u .. 

obll;ttloa.s ud 1b~ sell th• wlum b i lls egal.n be~ anll.eble. 

Otrertne 110re Ull1t e4 States bollds, with tu-exapt r-~•. to 

l.rrraatora has the cUaaltnAte&e or red:.o.e11l; t heir i.ncc.U'fe to lnYen La cor-­

porate bOil~S. A rert~ or the bolld =ket 1S ot sr-at Laportence to aoo~c 

,..coYer)' ud H 100ul.d .. .,. that the t'reasury mould Dot , except tar '1'8%')' aoo4 

r.uona, cooq>ete 111 th oor ;oratiODS tor the l.nTeator' a dollars. 

In br1e1', t o ..Utaill a ;ooct sup· J.;r or billa 1.n the arlen .....U 

be duL~ble t'rca ce pol.nt o1' -n- ot aeU.r banlca, or erecUt c:caUol, a:4 

I:IOIIOT aarut coa.llrtona. Increa.aill6 the outstlllldillg 'folWU or Uu.tte4 Sta~ 

bonds , Oil t :le co:ttr&.ry, -'-d DOt be desireble troa these po1.Jlta 01' '1'1-, 

lli~t hue WlteYorable atrocta oc t he Go'rernc~~~llt security u.rt.t , -.4 - 1114 

exert a ~ 11l1'1u..,ce on the zarl<et t or cor.,orate bonds r.J.c!l. ~ to 

be 8:lCOilra;>e4. 

?reM:lt coa1 t ion or ~ !!!!! ...Ut 

Ow1D.; to the -u wl-.- or billa outat c.d1.ajs and U:.a .,.cisl de­

"""da tor t ll- , billa an aell!Jlg on rlrtualiy a no-yialt! baals. Cclll.M~tly 

t he:r no longer prortt!a .., a ttract1Ye 1.ttrest:aent outlet tor the r-u or -

the ::lalley-aarltet banD. 
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n u ~ i ~ ! l ¥ 11· I s i .. . . r: -~ 
:r ·~ - ~ .... 7lot 1 .. o~B"~ "' 
~ ~ p . 01 ~ .. • ~ = ~ § g ~ ~ 
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.!!.-"""· 5!!!: -::.. ~i<a !!!.. .!2 J'eclenl 
I w !)r!:w:. Le ~ 

01 - <BUC . m.!J.s ..:.tt be 1o ucreue the S,.t ... • 8 probl.ell or re;alac:Uc 

~-:a =*"'· -=ine.s. 'fo re,ace -turtuu rro. new bill o1'te.r1A6a 

<:J: ::n::;s ~.xn,»:: a ~ 1t would be necesaary ror tile "To!~ '0 .x.~ 

......,..11""'7 -=~ or '0 .u.- b1l.l.s t.o rw1 ott wi tlloo>t re;>la-~ Clllll 

= ~ ~ ~.._ ..l.eeG:mt. !be t'1.'"St alte:matln 10a.lc! ba~ t h e 

:X ~ or U:e -.ru:r large eness resenea hald b)- .....Car ~. 

• ~ ::s ~~ s,-.~ portt'ollo, .. ., bT tsoo,ooo,ooo; ~ -· 1.11 

!.....:: ~t u ~'e1"6 credit col>IUUcaa. U ~d be, -.-.r.r, • 

- :.L -;;::.. fi-~ica 0: ~t lllld 10uld be ao i.lltarpret ecl. u Ke!! 

r··~. r:--..:::. ~~ or ..,..,,118• c4 the Faden! Re..n• b&.b, -

~ ... ~ 0: all. tae AcOOI:IDt' 8 bi lla c a.ld be 1uip:l.t1caJ>t 
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T-m!.r7 HCIQOtloa !a •ol• .2! !J!l!. appeare .!!1Eie!!!!!!!l:l' hca 

1 tadoo1l!t .2! Tnaaw. - fte adT1Mb1Ut7 ot tile propoaal. woal4 4ape.t 

to _. ene11t QOII wbootbar the re4'CICUoa ill billa 1a oCIIl~lat.e<l aa a 

110re or lees pemaaut polioT or wbetber it ia ollly a te.PQ1'al'7 upediaat 

t o prnu t the 'rree8Qr7 balance traa r1ail!g abon ita a.1rea<17 abDO~ 

b1s,b lnel. U t ha latter ia the oaaa an4 'rHa&Ul'J billa are ~ t o be 

1ncreaee4 ill a t- .oatba, tbare aaeae no goo4 reason tor ••lr111S a reduc-

tion n.,.. At pre88Dt ra.taa ot about 0.005 paroeat, the coat to t boo 

76 

TreU Ul'J ot boldi=loJ ~.ooo,ooo e::rtra ea.ah UIOUllta to ollly 132,:500 a year. 

!be 1Gte:rea t aart.ag, therefore, 1e aagl.igible. ?or reaeollll prertoaal.T pna 

t bere 1a no aee4 tor CGDce re about t h e t aapot'a1'7 red uotioll ill axcaea .,..."•• 

t bet would result traa the TNaaQr7 addil!g to ita bal.uoee at the Raaarn 

banka in llarch throlll!h a f 'llrther utlcipation ot ita cub raqui~nta. 

Pel'I!!J!ent re4uct1cm ~ ban aeT&ral ID!aal!'!,bla OO!!.!!QJPDC .. 

It the re4'11Ct1oa ot !'rea&Ul7 billa 1a coat-.plate<l aa a .ore 

P81'8S1lent poUq, aeriov obJaotioa 11117 be ra1aa4 traa the Ha.Ddpoiat ot 

t he atrectln eXU"Ciaa ot 810Da~ aDd ora4it pollq. With oar beakhl 

eyatea o<apose4 ot 15,000 illdirtdl&l. iut1tut1ou, l t 1• iapOrtallt thet 

t here abould be a 1.arse wl- ot hJ.Ih-gre.<le abort-tam papar a....Uabla 

tor ilrraataeat. ~· baa beoa.e an11 810rtt a1.1111t1caat ill ......,t year& 

haceuae ot tba larse ..,.t ot adcUtioaal raeerT .. a....U.ble to baaka 

and the poaa1b1llt7 that at acaa tiM ill the tntura t hia npp~ ot ...,. 

lerYes 11117 nea4 to ba ra4'CICa4 to preTent bjurloue ora4it expauioa. 

In thie attuatloD baJ1b ban gen,arall7 ao,.ght to Mlatab a ~~ Uqu14 

PDs l Uoa. 
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Dvi.Jiil u.e *P2 utoa IP w doll& t iJa n4 or 1935 u.e expualoa 

o! ~ 4a1Jt -~ ~ larpl:J <d Uon-'-.at olJllpUou whloh 

...,. ~lZZ"'heec! ~ '-r ~ ......._ S1Me the ..a or 19M, llooo­

onr, U • cr-tJl 1A the 4allt 11u -.. 1a U. J..alo&ou -t=1Uea. '!'lie 't'Ol­

o! !'rM.IIIZT hUll o~ 11u ~ -..redwce4 "b7a1Jout $1,100,000, -

000, •lli• Treaalll7 110tn 4ect '"" b7 $:S,:500,000,000 b.. the peak r .. ohed 

e.."'M.H4 1101"8 slood7 1A thU perlo4 .. ~ . ... ~ • llw:.h -uler part or 

t!:a poortll 1A tbe ;nobl1~-4ttuaot clMrt. n. s..er-.a 1a the bm>ka' 1Jol4-

able affect ~ tbe ...,Hac ~-- n ~ red- tl» •tVPl:r ot aeoarl.­

t lu t lat a re ~e'Cilarl.T at1:r.etlft m ~ llaDka which .... U q1114 

.._""al.l.s -u. fti.8 18 .,_... Mrt..- - ~t otMr 1;)"pa8 or pr18118 o-

uoo o~ 1A """ -.u 901-. ta n.- of tMM etrc-unoea a 

!.up ...,., ot ~ IIUl.a 18 a of ' 1a U. _, .ubt. 

u tbe pziCN& ~'lllu 1A - 1M:! • 1a MDIII: lJolcll"Ca or lo'IC· 

aa l>oel!.a, 1t wo::l4 .,, 1Ja 3 ·-=t,.. t-3 .u. cmlarl7 ao..UUou 1A tl» 

Ccrru,..n aeeur:l.ty -.mat. aut:a llln'a 4-""tef t ll!lt u a cro• tlle7 

u. aot t1.aa lJoldan or lo.s- ta.aa llaMa. ~ ~ ... ,_ 1A the 'al'ket turl'IC 

:-aeut 7ears '-"'ta .. :roe .-ra.1l7 u. pjwo!.,.l ~era. 'l'll1a -... N­

-lall7 ,..,. 1a a.rl:r liJISY an.r 'llui:s w u.=aua4 t.hai.r lootdtaca ot 

-
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..,.... u4 w nioetaaUal. epp:reol&Uoa em t!lelr bol4hp. Prottt-~ 

..,su eaoh o.AiUou o:rea.t .. ue44e4 1AoenUft to Uq'elllate • 

.uotller ralaU~ llillor attoot ot preoU~ •h..._,,. '1ll. 

tia»IJII Jd&)lt be to .now tbo ..ntot 1A tlle f'clve. .&a !lab Diu 

.,~ bol4 'bW• looo 1Ah:reat 'booa- ot lo,..-ooeU.-4 w-t•l :rate. 

u., -:r 'be elow to :returll onn wllen n~toa r1... ft• tile .ut:n wowl4 

M leN olutlo 1A • futuro period ot poaal'ble -ra-1187• 

78 
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1938-194 0 
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HIGH, LOW AND AVERAGE DISCOUNT RATE 
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GROUP MU'l'ING (Senate 'l'eeti•on7) rebruarr 27, 1939. 
4:30 P. If. 

PRESEN'l': 

H. M. Jr: 

Foler: 

H. M.Jr: 

Gaston : 

Foler: 

Gas ton: 

H.M.Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

Foley: 

H.M.Jr: 

Poley: 

H.M.Jr: 

P'oler: 

8eoret1U7 Morgentbau 
lfr. Bell. 
lfr. Lochhead 
Jfr. holte 
Jfr. Pole)' 
lfr. White 
Mr. Gaeton 
Mr. Duttield 
Mr. Ranee 

That 11 a tunnr oolllla1 ttee. 

Not a bad oo....tttee . 

Onl.7 two RepubHcane. 

8eoretarr'• Ortioe. 

There are onl7 three Republicans on t he tul.l. 
Co111111ittee. 

Tatt and Townsend are on the sub-colllla1 ttee. AAd 
t he rest or them are not bad at all. The7 ban 
Adame and Barltle:r and Burne. 

Frazier ie on there and I don't ltnow -­

Frazier il not on there. 

I mean on t he tull committee. 

The)' have e1ght Demoorate and two •llepube•. 

The)' oan assign tour Demoorate to hold t he two 
Republicans and the other t our Deaoorate oan tallt. 

Tatt will have all ot Lodge 1 1 and Vandenberg ' • 
queatione. 

He 1ued ue on thie proposition. 

It wae hie brother -- hie brother Charle1. 

Have rou got something tor • e, gentleaent 

Doclt hae it; he w1l.l be here. 
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can be L1aten Harry: 
tbanlttul tor; 
we can all get 

There is one thing you 
Wednesday afternoon it 
drunk, 

is Glau and 

Or get tired -- one or the other. 

(Reading drart) Vas the Act ot May, 1933 , 
consolidated v1th the Act ot 1934t 

Amended by the Act or 193~ . 

We cover that a .little later on. 

So tar I think it is perfectly wonderful. 

Haa .lite and zip and reader appeal. 

We are ott the ground now. Hold on to your bate, 
boys. 

Kay I say rrry idea on thie 18, I don ' t know whether 
or not we should bring in these next two or three 
pagee (rererr1ng to the details or Chinese 
operations). It is going into detail on that 
particular operation. 

I will read it and t hen go back to the bottom or 
page 7• (arter reading) I will tell you, Archie, 
I think 1t ie pretty good. It is going to ahow up 
i .n that statement and here is an exolanation ~1ch 
v111 accompany the statement. It will be a correct 
explanation and ir I make it aa an ad lib statement 
they 111&1 not run it. This becomes part and parcel 
ot it a.nd is attached to it . This is going to be 
the thing and this is a correct explanation, and 
ir they say: •Nov, have you done any other 
besides Ch1nat What about Mexico? Will you explain 
thatt Did you do any otherst• •Yes, I did one 
with Brazil" . "And v111 you explain thatt Have 
you done any others?• 

Yea. 

I think it is better to have it in there. 

You said something about wanting to out it down 
and it vaa a question as to whether we should cut 
that. 

I think it ia good to keep that in there. 
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At this stage I think it ehould be in. 

I am glad to have the reaction or Mr. Ranee who 
site in with an outsider'• point or view. It you 
reel that answers it, let it stay there . 

There it is; it ie all there. 

This really tells them something. It you contine 
t he statement to bare general1t1es, which there is 
great danger or doing, you increase the pressure. 

I reel like Archie. I am sorry to see it 1n there, 
but I thi.nlt t he oircumetancea are such it better 
be in. 

Ve.ll, I reel that way. I would rather have a 
correct explanation or everything I have done than 
have to g1ve it and sputter about it. 

Bewley mentioned their Stabilization Fund and sa1d 
one or the reasons they didn't like to make 1t 
public was because they have some German marks and 
it would be terrible trying to explain t hem. 

That reminds me . I think the last time I teatiried 
Bewley came around t he day before and said, •I hope 
the Secretary isn ' t going to give them too much•. 
Look that up. I think it happened two years ago. 

All the tunds have t hat attitude. The Dutch, tor 
instance, are very strong about that. 

Well, if you don't mind, inasmuch as I am going to 
have the attached s t atement, I think I will leave 
it in. What do you think? 

I sure would. I would keep t hem all 1n there. It 
sounds good to me. 

I am etill interested. 

Good. 

Did you all have a hand in 1 t? 

All been working on it ever since we lett here thie 
aorning. I 
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We will have to t'ix the statement at the top ot' 
page 8. "The Government ot China was greatly in 
need ot more money • • • • to protect the dollar•. 
The Government or China wasn't worrying about the 
dollar. 

Excuse me. They use a dollar. 

That is what they meant. 

We are not talking about that. That is a Chinese 
reply you are giving me, Archie. 

I am talking about China. 

(Continuing reading) I think i t would be a very 
good thing to put in here some place that ve use 
exclusively, American banks. 

In our operations? 

It must be in here that this business goee t hrough 
American banks or branches or American banke. One 
or tour or tive ot these banks are called and the 
order goes through any one or those banks . Am I 
right or wrong? 

We have operated through American banks and 
branches of American banks, but ve have also 
operated through the Bank or England. 

I want to bring in that we operate through either 
American banks or National banks. 

Not National. 

Either t hrough American banks or through t he Centr& 
Bank. The point I want to get at is --

You want to get away tram "International Bankers• . 

No, that isn't my thought at all. 

You want to show you are benefitting American 
banks? 

And I want to show t his - - Mr. Inoke is here. He 
has 30 or 4o employees -- how many have you got in 
the foreign departmentt 
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Yell , I would have to look it up. Eight7. 

And he uaea these banks. It ia a big buaineaa. 
There 18 nothi.ng secret about this thing. That 
1a what I want to get over. We go through th1• 
bank and the Guarant7 Truet and what I am tr,ing 
to ahov 1a that when ve go through those banlta 
there 111&7 be three or four hundred people vbo 
know about the operation. I mean it ie a big, 
vaet network. 

We oan work out a paragraph on that . 

The plaoe to put that 1a at the bottom of page 10. 

The point I am getting at, do 7ou think it ie a good 
pointt 

Yes. 

The point I am getting at -- how man:r banke do 70u 
ueet About five' 

More than that. 

Not abroad. Just a;bout five. City, Guaranty 
Banker 's, Chase . 

And the point is ve rotate them. We use all of 
them. And Mr. Stern, the Vice President of Chaae, 
during t he week knowa all a bout our operationa. 

That ia quite true. 

That is what I want to get. And then the next time 
it would be t he Vice President of Guaranty. 

Mind you, that is just the point that Wheeler 
objects to, and he made the atat ement on the Floor 
of the Senate last :rear that t here waa a man in 
New York who knew ever:rthing, and if he eo 
elected, he could tell ever7 gpbler in New Yorlt 
what vas going on. So I vouldn 1 t over emphai1r.e 
the fact that other people know about it. 

I am giving this merel:r as a euggeetion and not ae 
an order. What I was tr;ring to do -- I alii going 
to call on you at any time to deecribe an operation 
and I want :rou to think it over and weight it back 
and forth that this thing -- that this 1an 't juet 
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a matter where Lochhead and I get l.nto a baddle 
and fi1p a col.n and decide we v111 do 'h1s or that. 
Th1s 1a a Tast aachl.ne and big benk1ng 1.nst1tutions 
are taltl.ng part 1.n U, and 'heae peop1e Jmov what 
vs are dolllg and hov ve are dolllg U; aDd ~ a11 
about 1t. 

Nov th1.Dk 1t OTer. If 70U 111te U, a1l right. If 
not, you can skip it. 

It seel!l8 to be to be a good tb.l.ng to do. I don 1 t 
ltnov. !here say be an objection there, because 
the bankers :Jtnov about 1t and the Senatore don ' t. 
It m1ght haTe a bed repercussion. 

Ve m1gbt try to get 1 t 1n ' h ere abovt.ng these are 
regular and b1g operations undertaken b)' Tar1ous 
Al:!er1can banks. 

Adams vou1d 111te that answer - Burns and 110111e o f 
t h e fellovs on the sub-oom31ttee. 

Glass would 111te lt. I vas th1nttng as 1111ch of 
Glass as anybody. 

There aren ' t any of the Left-V1ngers 11.lte Wheeler 
and La Follette that would object t o that sort o f 
thing on either co.alttee. 

They couldn ' t object 1n any case , becauae 70U 
haTe to operate through banks. 

That 111 r1gbt . 

Well, I haTe t hrovn 1t out aa a s uggestion. I 
v111 take 1 t either V&7. ( Cont1Dul.ng re&dl.ng) • 

.And I thlnlt you ehould put 1.n t here that 'llhereTer 
we control the gold 1t coaes 1n 1n Aaer1can flag 
sh1ps. 

Yes. 

Put 1t " in Aaer1can bottoas• . 

Aren 1 t they techn1call7 known ae "Aaerlcan flag 
sh1pe•t 

Spoken o f as "Aaer1can bottou• . 
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What bee... ot the "blaolt bottom• . An7Va7, JOU 
have the 1dea. ( Cont111u1ng read1ng). 

Yell , Archle, 111l1°t that rather broadt YouJ.dn't 
JOU put 111 the "- ot the 7ear: Y111ter, Pall, 
8pr1ng or aa-rt 

I n the Pall ot 1936. 

You don ' t t.plJ ahe had a or1e1e cont1nuouelJ tor 
a 7eart 

'l'wo or three 7eare. 

You haYe eozaeth1ng 111 alnd. 

It vu 111 the tall. 

Then vh7 not a&J" 111 the Pall ot 1936. 

Yell, we were workl.ng on 1t trom along 111 ~. 
Began ac t1Ye negot1at1one 1n June . 

I eee what JOU are lead1ng up to. (Continuing 
reacUng) 

Can't JOU call thea a couple ot nuest (Reterr1ng 
to epeouJ.atore) 

Call thela "loueJ epeculatore•. 

(Cont1.nu1ng read1ng). I th1nlt I would eay th1e: 
'1'he dollar 1e the 110et etable currenc7 1n the 
world todaJ. 

Is the aoet etable lllld eoundeet ourreno7 1n the 
world todaJ. 

You don 1 t want to eay ve are the OnlJ burere ot 
goldt 

Could :rou eay: • fbere haYe been taee that were 
1t not t or the rand - - - • 

There det1n1telJ vae a t1ae when ve operated 
exolus1Yely. Are ve r1ghtt 

Yes, prett:r near. 
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You remember the time ve backed up ~ Ooarantr . 

For instance there vas a period 1n 19}8 

Unl.en there vas more tllan one t"- -

Well., there vas a time I remeaber back 1n 1935 
or 1936 where the Ouarantr vaa operatU2g bat onlr 
operating with us back ot then. 

I tll1nlt March, 193g, vas the outsta=td.lr.g -

September of 193S. 

Well., ve haYe already referred to ~ tal1 incident. 

And that has been more in t he public ere tl:aD the 
March incident. 

W111 rou use that, please' I mean ~re ... a t1me 
that it ve hadn't been t here t he ..::.Ol.e tl:WI,s ~d 
have stopped, wouldn't itt 

Thoee speoitio illustration& are Yery ettect1Ye. 

And, Xnolte, wasn't that the ti11e tl:!.e7 were "'rried 
because they thought ve were goLng to ~ the 
price ot gold? 

That is right . 

VhJ' not eay something about that. 

Yes -- not the aeeond part but t he nret pert . 

That negatives your argument . 

They were worried about droppi ng the p r1.ce bat the 
first part ve can use. 

For instance , in March, 1938, the on17 dol.lar 
exchange aYailable vas aupplied b7 the ~ 

Have to be more than that. 

I tll1nlt 1t strengthens it a 11tt1e bit. (Collt1nu1ng 
reading) . Do you want to 1ay "gold dra1.D.1n6 out 
ot the countrr•. 
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1'hat h what we are tl"J'lng to ~· 

You don ' t sa7 lt has to lsaYe ~ countn. Ve 
lmov you can DOt take lt out Wll.ess 1t goes troa 
tha OOUDtl"J', but Just put 1D eo• words there 
aga1nst gol.d dra1.D1Jlg out 1D large Mgn1 tude, 
or soaethl.ag l.Ue that. Just 887 eoaethl.ag to 
express the tact that lt has to go out ot ~ 
couatl"J'. ( Cont1Du1Jlg reading) . 

I would put •un~ortunete11• there. •u~ortunatel.7 
there are no grounds for belleY~ and eo forth. 

I think the next sentence should be set ott as a 
paragraph. 

• Regardless ot the trend ot 1Dternatlonal. • and eo 
forth. Bow, turnlng to pa4;e 15. 

Yould 70U vant to weaken that prertoue sentence! 

!!o, I read 1 t three tlaee. It 1e all. r13ht. 
I would leaYe out : •vb.lch has recentl.7 been tha 
subJect of soae dlscusslon• . 

To p r eYent anrone fro• atteapt1Dg through Jmovledge 
ot lts detailed operation 1Dstead of .-peculators. 

To obtalD speculative adYantage. 

I think •speculators• should be 1D there eoae 
pl.ace. 

•to take speculative adYantage•. 

Is that all. right! 

I would not lial.t 1t to speculators. 

It alght lncl.ude 801118 Senatore. 

• to take 1Pecul.at1Ye adYant&4;8 through lmDYled8e 

(Ree41ng troD page 17) 

On seooDd thought lt should be 1D before. 

'1'he l.set paragraph. 

-· 
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I t sound s as though you haYe go t eonethi.ng t here 
and not telling quite eYeryth1ng. 

m :-1gbt, cut 1t out. (Con tinuing re•cUng) 
Vb.7 bring that out. 

I don't like it. I suggest elil:llllst1ng all o r 
t !lat. I would leaYe out al.l or t~t pa--egr3pb. 

I think there is some poas1biU.t:r t !:J.s would be 
construed in t he s ame light as t t.e President 'a 
recark vh e n h e got on the boat and vent ava;r. 
I think ve should jus t say: •It i s ~:r convic tion 
t hat this power should be cont1.nued 1

• 

I call talk ad l1b end say to an:rl:lod:r that a sks 
~e that question: 1 'i'h1s is a:r ansver and I have 
: old this to everybody nov ror a :rea:, tt.at I 
think tl::at t !:le President s~uld haYe t!:et right 
as a b ig stick, but not to b e used exc89t 1n a 
graYe emergenc:r, vhlcb I do no t at ~s tiDe 
envisage•. 

lt1l,y can 1 t we vr1 te t hat in? 

3ut under no circumstances abould it b e used as 
a needle. Then I -..ould like to sa:r tl::at through 
::>eceaber vhen t h e ::ngli sb bad sent =e ~eas~ 
a-~er :::essao;e t hat the:r v ere Yer:r sorr:r , but 
arter tt.e t1rst or Januar:r tile:r ver-e going t o 
l et s terli ng drop. So I sent ces~-e after 
aeee~-e back that I fel t it 'IIOul~ b e a very 
graYe ml.etake and would have all klnC.s or reper­
cueeions in this country, and I pol Hel:r but 
tirml:r sent message after s ees&ie not to do 1t . 

!low, what dl.d I nave t o back up •7 soli cita tion' 
?he right or the Presiden t t o evaluate the dollar. 
I never c e nt i oned 1t to the 3r1t1sh but tha!' knev 
it vas there end the y knov he baa t !:at right. 
• sov, gentle men, ir :rou want to go back to a 
t t.ree dollar and a halt pound - • 

?bree doll ars tirteen cents. 

Yhree dollars and t itteen c ents . I knov that Yer:r 
vall. 
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"A three dollar and a bal.! poaDd", and look QP on 
that da7 what cotton and wheat sold ~or. 

'!'bat lllakee good ott tte record nurr. 
Nov, I want to be prepa..~ on la..-d, ..meat, cotton. 
Ea•e that prepared t or ae to30rrcnr _,1'111.ng. Bllt 
I eeJ, 0 11ov, gentle:!en , 1f :rou want w go back to 
t"!lree dollar and a bal.t pounde a:ld t'1Ye cent 
cotton and th1rt;r cent vneat or ~teTer it is, 
all right, but up to nov we !!aYe been able to keep 
our posi tion and 1t :rou vant to go !lack to 1931 
and 1932 v here our exports were•, ' 31 and 1J2, 
they were how arucht 

A:.eas than haJ.t. That 1e all r1~t o~ <;te record, 
but certainly not 1n a prel)L-ed state3ent. 

X:r only point vas aoaething llie thai;, t!lat this 1a 
here as a club, but not to b e used as a needle. 

You said befo re that :rou had !'ound H neceeaar:r 1n 
the paat to e!llphaa1r.e that 1t vas Ctere to be used 
aa a club; not to be uaed neeeaaar11,;r, but to be 
held as a club. Th1a see!lls to ae as the t1Joe when 
that statement s hould be repeated , .::.en 1t ehould 
be made clear that there 1e r:o 1ntent1.on to sake 
uae of it as a club, but I t!:.1.nk 1t is Te1'7 
necessary at t!le pres ent tUA! 'W :-e;>ea<; that 
statement. 

I don't ltnov whether H 1• in l:.ere or :!!At you 
eou1d drav the analoS7, •aut I a!: r.L-e :rou 
ge11tlemen who are e1tt1ng h.e::-e ar:d Yot1ll,;; t or an 
increased Na-ry and an increase 1ll plalles, a.--e 
doing 1t tor the Countr:r; t :::.e ~::--1ll-Ch1ef 
Call have that additiooal autho::-it:r a s a club, but 
to be used onl.,:r tor peacet'Ul. 001::,>0se s, and 1t 
111 1n the same interest - t hl.a 1e along tbe aa:ze 
llne. You are g1't'11!g h1.al 6 , 000 ::oo::-e drplanea; 
you are g1T1ng h1.a 6 ::oore 16 l!teh gun be.nleeh1pa-• 

3ut I am not arguing •ga' na t t:&t. 

I &D using this to cocrpare 1t. "You are g1Y1ng thla 
to the President.• 

'We haTe a statement in there; we csn put 1 t back, 
about the Nav;r . 
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"You a--e g1Ying i t to the people, it i sn ' t the 
President• . Look here , I think 98 per c ent ot the 
Senatore and 98 per cent ot the Congressmen up 
there want a big Nary and a big ~r nee1i e.od a 
l.arger Arrl7 ao ve ce.o use it as a club , but tbey 
don ' 1i want t o go to var. And this 1e the aaae 
thollgbt . I don 1 1i want t o go to v ar. That 1a the 
laJit t hi.ng 1n the wrld, but I do want to be 
able t o take care ot my share ot the respone1b UHy 
ot lookl.ng atte r the business man 1n t he var ot 
t he t oreign exchange markets. Can 1 t you say 
sooeth1ng al.ong t hat Hne' 

Tilat wuld be Yery ettec tive it you could say it 
ott the record. 

It 1e s.y conviction t hat this oover should be 
cont1mled and llkip t he rest ot lt down to the t ac t 
t hat ve ha~e kept the e;pld, ant\ t hen make an ott 
tile record atateme:tt such as you Just -de. I 
vouldn 't like tor this to go a b road vhere they 
would aq t he Secretary ot the Treasury sqa 
"he wants this thl.ng to use as a club•. I don ' t 
think I vould Hke to hav e t hat statement go 
a b road. 

I t boug!lt ve 11.1ght aay this after this sentence: 
" 't'he t a c t t hat ve haYe kep t the value or gold 
s10a'ble should b e adequate assurance the re is 
neithe:- desire n or intent on the oart ot t h h 
ad~t ntatration to a l ter t he gold Yalue ot it" , 
&!ld then I vould add, • nus pover l a a veapon ln 
reser"'e vhlch ve need tor the nrotection ot 
A.'!lerl ean i .ntereata 1n the aonetar7 field" . That 
it haa t h e same value as the Navy. 

You have a sentence i n t h e next paragraph (page 19 ) 
" t b.e existence ot this pover !:las been a warning - • 
and s o t o :-th , that I think 1s good. 

And · - bo;>e ve never have to use it•. 

Sti11 don ' t like t hat one. 

You v11l have to vork a little bit more on th1a 
tonlgllt. I am aore than v1111:lg to l eave i t to 
you. You bave what I bave in mlnd. 
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~es. 

I think ltr. !'l&uea' auggestloo 1e a good one; 
~pplng do1m to tl:at sentence and perhaDs eddtng 
vbat Xr. Gaston has !!.ere and pick un tbe- ne~ 
paragraph. -

You Just Ladtcate how you reel and 1t 1a up to 
these fellow. to co:plete tt . 

I llke that seate:u:e - 1t 1e a beaut. 

~es. 

!iov I va::lt to S8J. u· TOU haTeD •t 1t here, tbst tor 
t1Te :reara ~ her1can dollar at ~35 an ounce bee 
been the apr1ng bo~~ or that al1 currenc1ee haTe 
eold plus or !ldaus $}5, and that ve are the onl:r 
currenc:r 1n t.be vor1d, vUb the ~ee1ble ucept1on 
ot BelgiU!l, ve a.--e the on1T currenc:r 1n the vorld 
that tor fiTe :rea--a baa been on a t1xed bu1e. 

'le aa.ld Clat. 

'le eald that ~ ~llar hae 1dent!.c!!.llJ tbe eue 
gold Tal:le. 

I vant to 88J" t!lat fbr t1Te :reare the erportere or 
the vorld baTe aece?ted tl:e dollar at $}5 and al1 
eu..""renc1es a.-e figu .. "''!d plus or nii'.lJI $35· Ye are 
tl:e only aneho:- to 'Ute v1Ddvard; t hat ve beYe been 
ro:- !1Ye :rea..-s ;he only stable aone;r . And I cAD 
eo=te back v11;b: • '!hoe reason that ve can keep tb1e 
e~b1llt:r 1a because ve haTe the r1gilt to bold tbte 
.-rd oYer t he!:- '"eade; t!::at 1! ao:2ebody etarta to 
ge; t'reah vUh '.l.S ve can ch ange 1 t . !iov the a1.Dute 
:rou u.ke tr.at ~r aYIIJ' I SllJ" - cannot bold thea 
eta'!lle ". And Ulat 111 the va:r I reel, bat I do 
va::~t to e,.,h es.!z:e ~ ract, vhl.cb t .hey ee- to 
forget, that we a.-e t'!!e only ::10ne:r vhlcb baa been 
stable tor t1Ye ;rears. I aa tellrtng tlU.e. You 
uae ae lr.leh or aa llttl.e or none or 1t aa :rou v1ab. 
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Vb.1te: 

H. l!. Jr: 

Vh1te: 

H. M.Jr: 

Vhlte: 

Lochhead: 

!i . V. .Jr: 

Ranee: 

!!. . l'!.Jr: 

V"nlte: 

El. li.Jr: 

Gaston : 

ii. M.Jr: 

Vhl.te: 

E.l!.Jr: 

- 14 -

I will tell :rou vbat I would lib to haYe, vhloh 
I tl1.1nk is Ter:r lll:preu1 ve, and that is a l1st 
ot the oountr1es and the dates the Yar1oua 
countries vent ott gold. 

Ye h&Ye that. 

(Continuing reading) Can 1t :rou c1te so•e other 
countr1est How about Japant 

Yea. 

Japan 1e a b1g ell1ppe r of gold. Cou1dn • t :rou Just 
add Japant 

Yes. Japan hila the old no•1nal Yalue. 

'l'he:r have been keeping 1 t do wn .S. th the noalnal 
value of the pound. 

1'he:r lteep throv1.ng 1n 11;r face "Sveden• and •canada" 
" 9ved1sh budget• l11te th1s - an acoord1on. 
Has an:rone tried to tell :rou about the SvecUah 
budgett 

!lot latel;r. 

1'hat vae last :rear's hobb;r. Nov, I bope :rou bo;re 
do a good Job. 

BUYer. 

It 1a under tll1o one ve bu;r the nevl:r .Uned 
eUYert 

Yea. 

Yell, that is all r1gbt. "Nov, Mr. Secre tar;r, :rou 
believe 1n thla nevl:r l!llned ao aD4 so• t It 1s all 
up to Congrees. I u Jus t an err&Dd bo;r tor 
Congreu. 

Continue to do exactl:r the s .. e thlng. 

I want to oompl1ment :rou gentleaen. It 1s a great 
lll:proYement, and 1f :rou don't aind eveatlng a 
little b1t longer so 1t can be ai-graphed 
tonight, I shall appr eo1ate 1t Ter:r such. 
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Duffield: 

H. Y..Jr: 

- 1.5-

Do fOU think there 1e &nf point in 8Q1Dg -

We algbt aa well walt until Bell ooaee and w 
will take a loolt at the thing. You do not 
need to talte thie. 

(Record oloeed) 
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TREASURY DEPA.RTMENT 
/ 

I . Persona Consulted and Pla:l o f kJ101"8Ddwl. 

Jlr. ~ W'IU 1.D )(e w Yo rk troa ~•4&7, hbr~~ar7 21, 
t!:..-:~a#l !h=sda:J, February 2}, a1l4 1.D !lar~ord P'!'1da7, 
?t~~-y 2 . , ~ d.1acuu tlle general. ~ o f the Karch 
~!..!!.sne~::g uu YU"1ous el.a8aes o f uteroesud pan1ea, par­
:te-.ll.arl.J" l.ns-=ance co.:panl.ea. !he r o11-uag u a Uat of 
~e ustl;> .. tt:i:lDB and the persons ~r-ei.D rttll mo• Jlr. ~ 
.Uac.a aed Che f1.na.nc1.Dg : 

n acellaneoQa 

Yeural. ileser.e Banll: o f lle • Yo rk, 
Jle sars. Sproul, llat teson, Killer, a:li !iarr1a. 

S.r ....:1,0;s 3a.,l:a !Nat CoAJ>an:f, 
Jle a s:rs. Ihl.e fe1d, .r obnaon, &:14 Ca a• • z:a. 

rtrs: ~st:ln Corporation, 
llessrs. t.naton and Sell6--er. 

:na.. --an ::y 'true t Co ~~pan! , 
lleasrs. ~er and cran. 

11 e l:r:r,:IOU un, 
x.r. Xebr. 

In SQr&.QC e Coa;>a::J. e a 
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~Te~er.. 
M.r. Baker. 

::!>!mecticut Kutual. 
Jlr. Jlun e.1 ck.. 

~:meot1out General. 
M.r. B1.ckllott. 

?!lt:>e!lU lfu tual. 
Kr. :t.TU e. 

!he oo~:~ente or these per.oM GpOB d:la tuaBclllg wUl. be 

a=srtr.ed 1zl the aeoond part or ~· ~ \Ul4er U» ro1-

:~ ~ada: 

• ... 
Scope or Issue. 
ho-~ n. !hr.a--.:t Offeri.!lg • 
Long Bonde Te. :ta.ter.e<Uate Bo:ds. 

le• Ieeue e Te • .lddlllg to Old Is.:ae. 

b 1.h1.rd part or the a.-orandla wUl. add a re-• udallghta 

=:.er:l1.llg the oputone &Dd 1Ana~t p:ll..lc.1ea or the d1rter-

t:1 ~:l.l!ti t'.1 U one much •ere llOt di.reecl;r s r1z.-ed 1zl Part ll. 

1. Soc~ or I ssue. 

!here are. or oourae. ~· p:ri:te:l;-1. praon~e a1ter­

:anTes nth respeot to the scope or tba 1.S$a. It alght be 

P1trr (1) nt\md1Ag or the .lUDe 110te -t:zn.C7 aal.7. (2) re­

~~ or the .lune &Dd Septelll::er 110t e -~uee. or {3) re­

~~ or the .lune DOte -tur'i Q' • ~ ..., -..h. 

l 
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!he Federal Resern Balik or ••• Yon~· wen 1.a ra'I'Or 
0~ e~Ullllg ~ ortel'iJig ~ a ref'w!dtng o r Ute J-. ao~e 
::at"L-1 ;y. !ba Olll7 oUwr deri.Dl.l>e erpneelOR or opl.alOil 1.a 
~an:- ot thle, ho•eTer, was ~1> or Jll'. Baker o r ~Tel.ere. 
1:-. ~ston ot nrec Boe'- ... 1.a ra'f'Or or re1'QnMng boe!l u.. 
;,oe and Sepw.ber notes ae hle t'1.1'a1> ohol~, 111Ul a ... -.11 
o~e:-~ as hla eaoond choloe. Be oo11J)1e4 IUe t'lra1> oholca, 
l:,ol'enr, 111.1>h 1>he pi'OT180 ~t lt oqght ~ be aoeaa;pant e d by 
~ increase or 125 all llon a a ftek 1..D blll orte~, 1..D order 
l!l preYent 1>oo greac a l'lm-I.IP 1D the 01'lgb1>a0 • 

.oUl or ~e o the r pereona wbo expreeaed opi.Dl.Oila lipOiD 1hla 
nb.)ect Te%'11 lD raTor or ooabt n! ~a a ew .oney ortel'lllg 111111 
a re~~ or the Jrma aol>ea. •• paraoAB lllc1~ m zbere 
o~ t!te stc~ or the Sartllga B•nka Tnlat CollpaD;f , Olla:t'a:l~ !'J'g,U 

~J:?S=l1 1 Bank of We • Yon, CoDAeCUClll> Mlll>'uaJ., ILDd Aema, 
slU:l~ ~y 4lt'tere4 oonelderably lD the npbaa1a .utch U»y 
;lla.:ed I.IJ)OD the J)OlDl>, Ula l.Dsu:rance - expreaal.Dg tbe.l.r 
~l..:ll.ona nn 4lrtl4anUy. 

!'he l'e'B' nder or tha men eonalll t ed 1..Dc1u41.Ag ~e rapr.­
sc.:st1Tes o r Jletro1:loll1>BD, Equitable , 6onnect1.cut Geaere.l , 
s::~ ?hoenl.x ¥11tua1 Clonaldered th•aelTea lDOOil:Detenl> Co ex­
p:-eu 8!\Y O!)lnlOn &1; IL1l CODcernl.ng the IIOO!)e o r the rl.DBDClJigo 

llr. St~roal erpreued the cmlnlon that any r1.naac~ at 
~~ t!.u, - l::eTODd rol H ng OYer \he J'I.IDII l eSlie , woal~ be lDUr­
o:-e:ed beer1ahl7 by the ..net u en 1D4leaUon that ~ 
~ssu..""}' was neaalaletlc 011 the Eurooeen el matlon. ~. er­
~:-en1on ot ~lnlon, ho-nr, r ormd ilo echo UIOAg 1>he other 
;>! :"S!I::ta co:l!r.ll. ted. 

- • h>-I!!J' Tllo filree-!!l Ot'teri.!g. 

It see~~ed w be Cbe general rte• o r moat pei'SOCle haTlllg 
Tl UI O!l thla qll!!BClOD ( ~ laau:rance COB:p8l1J' I'Bpl'eUll1>Btlft8 
~:r;.::-used :nne ) that Ula r1.nen01ng h.a4 beel> be L--.,. U 
:_l:!i::ted 1>o roiling onr the Jll!le ' a onlT, or thrae-wm.7 lt 
~ Se;>t!!2ber'a o r ne• .oney ahol.l1d be 1Dc1uded. .La 1L11 
;er•o:u ae.-d 1>0 cont plate a no t e u one ot the ebolcee, 
• U:re~ o rrel'lng wollld !.Delude both a long and a:1 1.a:er­
:.t!late bond, llhenae a no--.y ortertng would lncl'llde O!ll~ 
~:t or t be other. 
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secretarY Morgenthau - ~ 

Yr. Matteson ot the Federal Reserve Bank ot New York ex­

pressed the opinion, however, that aerious consideration 
ougbt t o be given to a three-way ottering, even it the fin­
ancing were confined to refunding the June's only. 

c. Long Bonde vs. Interaediate Bonde. 

99 

!here seems t o be no qyestion but that a 2 percent bond 

o! a:>oropria te aa turi ty would be extreaely popular w1 th the 
market. Commercial banks generally would naturally prefer it 
~ a l onger bond tor retention in their portfolios, and three 
ot the seven lite insurance coapanies consulted - - Metro­
!)OHtan, Equitable , and Aetna• - would likewise prefer it 
ror current addi tiona to their porttol.ios. !hree ot the re­
maining l ite insurance companies consulted- Travelers, 
Connecticut Mutual, and Conneotiout General -- woul.d prater a 

long bond, while the remaining ooapany - Phoenix Mutual -
t el t that i t was a t osa.-up as tar as their own preterenoe was 
concerned. The Savings Banks trust Company believed that a 
lo~g bond would be sore attractive t o savings banks than would 
an Inter~~ediate bond. 

Yr. Watteeon commented that he believed a great many more 
bng bonds would be retained by the banks tor tlieir portfolios 
uan you would suppose troa talking to thea. He ea1d that the 
banks were beoollling aore "long-bond a1nded1 than before; that 
he thought a long oond would go very well; and that the 
secondary distrioution would present no serious probleM. 

D. New I ssues vs. Adding to Ol.d I ssues. 

!he Federal Reserve Bank ot Bew York people are very 
atropflY in t!}vor ot adding to old i ssues, particularly the 
~~3/~ s ot l9b0-65, r ather than putting out new issue s at 
:~a t ime. Mr . L&neton ot Firat ot Boston , Mr. Garner ot 
uuaranty Trust, and Kr. JUller ot the Bank ot New York were 
also very strongly ot this opinion. It one or aore old is­
sues wer e a~ed to, it would, ot course , have t o be at a 
prealum. The prospect ot paying suoh a premium would not 
worry the per sons Just oited, nor would it the insurance oom­
panlea (who had, however, no opinion as to the relative ad­
Y1aab111ty ot adding t o old issues or putting out new ones) . 

• See, however, comment in Part III below. 
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Secretar)' Morgenthau - 5 

'!'be savings Banks 'l'ruet Oompan:r, however, stated that the 
savings banks were very averse to pa;rlng prealuaa aDd 
etrcngl)' r ecollllllended new leeues aa opposed to ;Miuone to 
old ones. 

Quite a number ot persona clted the recent arc leeue aa 

! CO 

a precedent tor eelllng bonds at a prealum. KaJ1;r ot thea dld 
not seem to realize that an add1 t1on to an old lesue 1Dvolvee, 
rrcm the polo t ot vlew ot the Treasury, the further question 
of selling an lesue at a prlce below that alftad;r qaoted 1l1 
the 11arket, as well as the question ot the ~ot ot a pre­
stUD pure and elaple. It le 1nterest1Dg to note that al1 ot 
the people ln the Federal Reserve Bank ot Xew Yorlt nth who. 
llr, Uurph)' tallted expressed great eat1stact1on at the prealua 
on the RFO note lssue, and believed that lt was thelr ldea. 

III. Add1t1onal Co .. ente. 

A. 'l'reaeury Bllls. 

The Federal Reserve Bank ot New Yorlt people feel that the 
Tr easury bill volume 1s tar too l ow. Mr. Sproul stated that 
1t could and should be inoreased b;r $650 allllone a t the 
present time , and that a billion dollars 1n ad41t1on to this 
could easi l y be put out it needed in an eaergenor. Keeere. 
Lans ton and Garner aleo felt that the blll volu.e should be 
increased, although their opinion on t hls point wae lese em­
phatic t han that ot Mr. Sproul. The Savings Benita 'l'ruet 
Company people , on the other hand, suggested that tbe entire 
bill volume at present outstanding should be tunded lnto 
five-rear notes. 'l'he reaalnder ot the persona ooneulted had 
very litt le interest ln the blll aarltet one ._,. or the other. 

B, Inves tment Pol1o1ee ot Lite Insurance Companies. 

The investment policies ot the varloua Ute 1Dsu.rance -
panl es va:ry Widely, as nll be 1nd1oated by the three tollow1.Dg 
examples: 

1. Equ1 table. Equ1 table last year set out on a new 
tack in 1ts Investment polloy by 11qu1dat1ng a large voluae 
ot Govern~~ente and purchasing a large voluae ot 1Dmetr"lale 
and r alls. Mr. Shaller, the Vice President 1D abarge 
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2. 'h"aYe~ere. ~ ... e~ere ha8 alwa:re been a ~arge ho~der 
=~ ~Te::-...llent securiUee and -• about the t1ret o f the ~arge 
.::.r_.;S:llea ~ eX"J)&Ild i u ho~d.1nge during the past ten :rears. 
:: ~s -·""5 t.:l get out ae auch 110ne:r ae poaaib~e in h1!!b-
<:"Ce ;:,;,:-tg:ae,-es, pr1ncipal~:r unon COIUierc1al property, tiut 
!.$~ a lar~ YOl tae o! tunde whlch it 1e unab~e t o use S.n thl.e 
a=e::-. x:. Bakflr is Yer:r etrongl:r iapres sed that the oreeent 
!!~e::-e!>t1al s.n ;r1eld bet1reen corporate and Governmen t bonds 
~~ :.::~: l.a::.,e enough to aeke the corporate bonds worthwh1.le s.n­
TU"::.t :.ts, except s.n except101:al cases, and erpeote that the 
1 ::-t$1!:le1 o f the c oBp&n71 e funds n il continue t o be inYeeted 
1.:. ~ ... er-...aent s . He ie s.nterested in the highest yield poss i ble 
~ 1s ~te w1 1Hng to take long utur1t1e1. 

; . J.etna. Aetna ie disturbed at the large proportion o f 
~a uuu illYested s.n Oo'l'el'Dllenta (about 25 percent - such 
:~:~ ... !raYel.e rs), and llr. Brewster, its Treasurer, state a tbat 
" : ~ • • 1t he can uncoYer adequate i.nYestment opportun1tiee 
!-~6:-e, to go througb the :rear nthout e xpanding the United 
:~:u Q<n-enm.ent seeurit:r porUollo at all . (It was noted 
c .:Te :!:at 1t Aet:na llho~d expand i t a Un1 ted States Gonrnaent 
rt=:..- 1 :r poft"tollo , it wo~d prefer intermedia tes to l ongs. } 
'-;. ~nter s tated that during the last year h i e co• pan:r had 
:-a.:e~ c.ona1derable ewphuie 1li ita inveataent polior upon 
c.:.!.:!?al b:>ncis , part1cula.rlT reYenue bonds. 
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P"C:E.It.:.- ltEStR\= !!.&.NI( 

c• 'Eo\ YORK 

rf'CE _ q;::SPO'IOE.N C E 0 -.. J~~? ~·-~ .... u.. 
COin Olfti.AL J1UI - --- s~~c~ ~~~-~~-.. ~ ~ 

J ••• ·--

l.ro .. J ... ..U .. d 101.0 '- aftiM U thti& pU ..... 

1114 bee raUler h ...,- Ja ttar a&ftt* •• ..,., .. w -.. ._. u.• _. 
~etc! 111 oar a&K--. 1 -~4 !d.a &Ia&' ,.U.en -. aup•:q "'*•• 
a& \ hit d.II!Ro ~ed U..U- A.lt• afto~ Mllf"' Ill A.U. .. t.e1t 

•• chtt t he, 11a.t-.. .. ut .. •uua tar Uao,.. t- ••• a_. •• 

1114 am•..S n a poJa' •- Ua• 414 .- ... , tho ptu• .. ce t.... 

tb1a IZ. OI 1a GU' ~. 'IPR14 I ploue .Ue o -'• ~ tt. I ~ 

11111 n ~d, of ..rM• M Ya7 h '" to • ~ .. ...-a !d.a Ja 

~· aartr•. Bo tal., -.14 •• w _, 1111 • to.ooo.ooo p1Vaa .a .._. 

llftlcl •• ha•o •• ,._ .. eperato .,dan lld.a on. ke -'-4 1 ·• 

tile eqg1nlmt ot .. 14 l'er eu- .._, 1a ._ .. _._ _. u Ja pwrt-. 

optraUou all lht;;ll.ac ....... tor bla u '· I .-.. !d.a ._. _,. 

IIDU an he twt • 14 lb11 ••'•· •• Mid .-n -.ooo.ooo Ill Ul.,. 

(».08/!) , \Ia\ \U& pU._. ~ .. a UUlT ""-• dp& .... .. 

tllen eould bo ao .s. ..... .., ... 1 tuftbar 14 $ .. ~ a.W ttad 

.. ~~« ~ tar lid.• •••• -·' to.ooo.ooo r• 1 • • • -.. Ja .._ 
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p~ 07 ft'I.JIWA¥ pa:citKD 

:rw:a: ~ lcaa W. aey, Parle, l'rallee 

~ :rwbnar:r 2?, 19:59, • p.a. 

-~ L::ce Ee J Hng pressure agalD.B~ ~he be}&a allll tite fiarlll , 

= i: ~ end of ~ sessJ.cm the norlll recc:oeud 

~i3#'~ SB' P• 1P ren~ea. French fiAancJ.al pr•• !aa 

==~ wic!U:r recem apeechea b:r GoTen.ezrt ~--

:l.:! Tec;Mn~cm d efinJ.ll6 the GoT-~' & at~taie ~ 

TT'i~s recoYery . The speeches h&Ye receJ..-1 ..-ay 

-rl~mt.e e:zpresaJ.oc.s of &&Usfac:1:.1on &Zid ap;zzoou. 
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p).?..LP$&5 1 OJ' '!'ELIGIWI REOIIVED 

FROK: t..ertcan Jabasay, Londoo, lnjS!and 

06'!'1: ~ebruary 2?, 1939 , ? p.a. 

10.: 374 

STRI ::"rLY COSYIDD'TUL. 

FOR TEE s.D:Rft.l..'liY OF S'!'A '!'E AND Tlo""l SZCRE'!'ARY OF TRJ: 

TRUS;::RT. 

I lunched w1 Ul llontagu l orman anci told him that 

<fter hein6 a.way fro• England for two months I was much 

impressed a= ~ return to find a very much better feeling 

nere, =~ oc cbecting it up found that much of it seemed 

to come !raa a genera l belief that the Ger.an economic 

a~d nnacc1a1 sl. tuaUon was in a bad way. I asked Norman 

"het her i t woul.C be poss1 ble for hi a to g1 Ye me any 

Yor the peat sixteen years, Horman said , all of his 

1nforaat10Q baa ecce froa Schacht , and I cou1d consider 

Schacht ~e &eurce of anything he would tell me and any­

tiling lle &aid about QerM.Dy . I giYe the following report: 

The d&y at announcement of Schacht's r esignation 

F.itler c&lled Schacht to his office, and tallced to him 

about the situat ion in Germany for about 12 atnutes. 

F.1tler ~~;laced that there were only a few 1Det 1tut i ons 

that were ::r.o; ca.pletely !alii, and the Reichsbe.Dlc -s 

one of Uleae- lie went on about t his at great length • 
• 

~t t h e «3d of about 10 or 13 mi nutes Hitler reached into 

a drawer ~ l:la.Dded a paper across the d ealt t o Schacht 

• nich was ~s notice of disaiaaal froa hie position . 

Up 
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tJp to that time Scbacllt ba4 not Mi.d -~· a.. lae 

roae to la.•• tlle roo- lie started to au f(Mr ~toaa, 

but he n8Yer got a c ll&lloe to aaJt tll• becenee lllUer eatd 

be was too worried about the wb.ole d tuattOD t o bother 

talltlng it OYer wtth Scheoht. The latter, reall&tq that 

be was f1niahe4, 18 now in Swttserl&Dd, haYl.Dc begull 

a t r ip around tlle world. Sc bacllt cUd not haYe aa:r trouble 

getting peraieaion t o leaYe Ger.any &D4 getttna enough 

money to pay hia e~aea. 

J.coord1ng to Iorll&ll, the r-.1 ~Oil t ar !kbecht'a 

d1sa1aaal , in addit101l t o tlle aae HiU.er ~ed, -. 

t he fact that a abort U• before he had warued Hitler 

that Germany muat either decreaae t.porta f or ar ... eDte 

or increaae ~orta. H1 tler was left w1 tll no alterD&tiYe, 

as 1i ia 1~0881 ble to 1Dcre&8e GeraA lllqlarta WJiier 

present conditions , and tlley retuae to decre&8e araaaenta. 

!loraan aaid that tt would be a lcmg ttee before there 

might be danger of Ally finaDcial crack-up. He e~eaaed 

;he belief that the fin&Delal autllari Uea will be •ery 

careful to ahow that tlley C&D carry on aa well aa Sc)lacllt 

did , and that they wtll toll- IIJ.a td-. rella1011al.Y. 

He 1B also conYillced that there are no allon ldll.8 of tlle 

GCYernaent ill tile Reichabellk at tile preaeat w •t tar 

direct diaoOUAt. However, lae belt .... tllet tlaere ta -
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no one ln Bight to a .. UM the re.rponalbilUy; he b.a.d b.a.d 

a good deal of confidmoe ln Brlnk-nn, but he le 

co.pletely gone aentally, accord 113 to !orii&D, and there 

111 t herefore no one be lmowe of who wou~d be able to 

au uae the respone1b111 ty and at the eeae tie baTe the 

courage to say •no• to Bitler. BoweTer, lo~ clid .ake 

1 t cleez to M that be doe. not think anyone can depend 

on the econoalc or financial si tu&Uon craoklllg up to the 

eneot that a war would baTe to be called off because of 

it. 

Ribbentrop, !or-.n sald, is the doa1Dati.113 factor 
aoderate 

under Hitler toda7; Goering is of the U:k/group and 

Joraan doea not think be ie by any Mana ae 1nfiuent1al 

aa be wae at one tlae. Joraan also told ae eoeetbl113 

Tary interesting - Hitler bad not reoeiTed any adTice 

or suggeetiona when be s i gned the Jlunich pact; when 1t 

waa s een by Goebbels, Rimmler and the rest, they aaw 

•1aions of a peace really resti113 on the British ~ire 

and that t heir work would be f i nished and they would no 

longer baTe jobs. Thereupon they eet to work to ~· 

the workl113 out of the llunich agr-ent en -..atlefaotory 

one for the other powere which signed the pact. !he 

foregolllg aa,y baTe bad eoae bearill3 OD the fieroeneee 

of the d.r1Te which this saM group inetlgated against the 

Jewe. 
Jorii&D 

Regraded Unclassified
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J oraan balifl!raa ~-~ ~he aer.aa ei~~ioo ia uo~ ao 

bad as the It&lian e i taaUoo, bat he 1a o! the opiaioa 

t hat both count ries can coo~iu'llle llrillg a.a th~ are a~ 

preset ! or so•• t i • w c-. I~ 1a hie a1:rC~~C belle~ 

that the Ger•ane do uot .au~ war, aDd it ia aade •are 

unlikely that t hey fl!rflr wU.l by the cCilatant 1Dttacbanp 

of r eepoasible ministtas betnlll Gr•t Brltaiu aDd Cei uy. 

Coal.ug t o t he s1taat1oo 1u Great Bri~, lor..D 

said be thought that sterling ia likely t o euy ! iza !or 

qui h ao.e t i M; et e r l i.J:I.g ia -de cudl • ora s table 1D Ua 

::.o•e:onte by the !aot tllat apeculattoa bas been eu.ta.etad. 

I t ia hie d efi nite belie! tbat it is better t o be busted 

and 11Ys t han be eolYent aD4 perish. He t h 11lka that aa 

f ar aa hie country 1a ccmcflr1le4, a contiJN&tion of the 

policy of spendiJ18 •- eco~c chaos. 

As !or J'rance, loran thi.Db tbat Re,nawi U. dODa 

a splendid j ob of ! 1Danc1.J:I.g, blrt a-..es b.ia d.1! !1oulty 

i n haYiug t o go to the public ! or large loau 't'ft7 s -u. 

3e does not s ee f i nancial cU!!tc:u.lty ahea4 !or Gr•t 

Sri t ain !or anotbta year. 'fhen, his bunch i s, so.attullc 

'Ifill happen t o bri~~g to a cu•x uaa probl• of 'bia 8:JI 11 •a 

and worry about war - he doea aot mow wbt it will be. 

J oru.n 1a cCIIIplet~ 1u accc:rd with Ula polic y of 

t he Pri • lliuiater, bin he ! .. la ani.Os1ty •p1Dst the 

ODly 

Regraded Unclassified
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OG1y - 1a •&]•wl,..- be dill . .. apaa w eery 

or. ca~ U. d.iff1GIIl\ U•• - beiq e.-rteace4. 
n. foll-'ac h a.. ry of \be d.i~a-

108 

1. For t.he e ho.n pUl, Wo~ 1a 1lO\ bear111tl a \he 
ecQC~c aDii fi.A&Dc.1al poa1Uoa of Ocr-y. 

2 . h:r t.he pr .. _, 111all\e .be t.htu. \ba\ a\VllJ!C 

h 1A good coad1 UCID. 

3 . !lle pre•-' f1Da.D.c:1ag will be a .-ceea. 
•· •arwan 1a apprehena1•• of e9er~ aner \be 

currea\ year. 

LIIDDI. 

Regraded Unclassified
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(Signed I B. MortJentb&u. Jr. 
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l &.eNJF, 

j 
CSianed l B. Morgentb&u. Jr. 

lr ... ' r'l IQssUt t ... 
h a laa, 'tale sta•a-. 
... .._. S n\a.&o 

! 10 
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IS~gned l B. ~nthau./ 

Regraded Unclassified



Dear llr. 8eoretar)': 

DEPARTMENT OF STATE 
WASHINGTOH 

J'ebi'Ual'7 P!?, 19:59. 

I .. trenea1tt1ng, 1n accordance nth our oonYe:r­

eat1on of 7eeterdq, a copJ of tbe "Drart ConYentlOD 

prepared b7 t he !echnlcal Co~ttee ot Che llatlonal 

Defence Expenditure Co.ateelon • of Che Dlearsa-enc Con­

terence dated OeneYa, 19~5 . 

I flnd that Conference Dccu-.ent l!K, Septeaber 12, 

19~ reporte that the SecretarJ General of the League 

circul ated all goYern.aente partlee of t h e Dlaarmament 

Conference on June 19, 1937, aaking t or obeerYatlone on 

t oe doouaent . 

Docuaent l!K reporta that t.be tlllUed Statea took 

the f ollowing poeUl on 1n reapect to the Draft Connn­

Uon: 

0 The GoYe~nt ot tbe tllllted Statea of 
America, while reaerY1ng 1te poe1t1oa 1n tul.l nth 
regard to the draft ConnnUon drea up b7 tbe 
Teohnloal Coaaittee, 11e prepared Co renew 1Ce 
acceptance of the actual pr1no1ple of budgeC&r)' 
publ1o1t7 and to accepC ae a beele of d1ecuea10ZI 

'!'be Honorable 

Henr7 Mo:rgenthau, Jr., 

SeoretarJ of Che !reaRr-7• 

a .,..cea 

Regraded Unclassified
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a t Jetea ot publioitJ ot national detenoe expendi­
ture in accord With the principles e~uaerated in 
the atore-aentioned 4ratt OonYention. 1 

.. ~ 3 --

'It expreaeea turther the Yiew that &nJ 
agreement whloh aa1 reeult With regard to one phal8 
ot the ooaprehenli•e problea ot d1earaaaent 111.1at be 
regarded ae a oo~lementar1 measure, a oorollar,, 
to a direct general reduction ot araaaenta. Pend­
ing a s olution ot basic eoonoaio and political prob­
lema, and until t he ettorte to reach a general 
aettleaeDt ot t he armament• problem 8&1 be crowned 
with succeae, partial agreements ehould be approach­
ed with caution and on11 upon aaeuranoe that they 
would not accentuate existing d1tterencee ot pointe 
ot Yiew and that all countries would be w1111n.g, 
ul tia&telJ, t o accept t heir proY1a1one.• 

Very sincerely yours, 

Regraded Unclassified



LEAGUE OF NAT IONS 

'0 ~I NCE FOR THE REDUCTION AND LIMITATION 

OF ARMAMENTS 

PUBLICITY 

ATIONAL DEFENCE EXPENDITURE 

RA FT CONVENTION 

prepared by the T echnical Committee 
I ,;,. ="ntio nnl Defence ExpendJturc Commission 

GE~EVA, 1935 

Regraded Unclassified
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OI<WJ .\"o.: Coat. D.JC.G.l6e( l ). 
[CI»l.D.fC..D.fC. T .2J9(l).] 

LIIAGUB Oil' NATIONS 

GONFERENCE FOR THE REDUCTION AND UMJTATION 

OF ARMAMENTS 

PUBLICiTY 

OF NATIONAL DEFENCE EXPENDn'ORE 

DRAl'T CONVENTION 

........... b7 1M Tedmlcal Commlm. 
of tile Na~ D ' e Bxpeaditare Commleekw 

\ 
Regraded Unclassified



Coai.D./ C.G.I&O(l) ADDENDUlll 

• LEAGUE OF NATIONS 

PCBUClTY OP N.UIOSAL ~CE EIPBNDJTUU 

DRAFT CONVE NTION 

.......,...t .,. doe T"""'*-1 C...UU... ol doe Natloul 
.oer..r.. a ,5 51 ,. c-. ..... 

.4'' ..... ProiDolMry Note. 

Add .. ...... <I ... - - II- - - ' ... (ellowllo,r ......,.., 

The Techni cal Cn..ittcc feels bound to draw the General 
~tsioa's a ttent ion to the fact t hat . i n accorda nce wi th tbe general 
rrv~i si nas of tbt Con~eatioa, it b&S pro• i d<d i n the articles and j o.' 
struct ionJ , the draCting of which ~s entrus ttd t o i t, st i pulat ions of 
• sptc ia l character en~uriag froa a techn i cal s tandpo i nt r~c i rroci ty of 
tht ~b1i ~at i ons contracted by States in regard to tbe publi city of 
m•tiona l defence expeoditurc. 

lndeed, not.-hbst aad.iog t he d f'"t TSity of i nstitutions and 
f\& "' licularl y o C the rul es of public accoununcy, the C·,••ittec co nsiders 
:bat the dil!crcnc:es btt•ceo ooe count ry and another .-Ul r.ot prevent 
1!:• uus !act n ry operati on of the sync• o( publ i cdty •·bleb it h;as 
~. ,uc4 . a.ad that the conditio ns o f the 3r pU cat ion of this publici t y 
latJ do~q ia the art i cl~s of the Con~~nt ion ac tually gyarantce, ha~ iag 
~tvarJ t o the practica l a i a in ~ic·•, t h e r c c1 procity o{ the obligat i ons 
10 be UDder taken bf States. 

The Tecbnic.al to.aittcc is anrc that the ti nal deci s ion.s 
•~och • i 11 bC' take n by the ~;acral Coaai s s ioo f a o tbf" r 'rherc s a ay 
D~~~tsa t •c e a•rnd•cats i o certaia pazts o( \ be attached iastru•en ts 
c X:.-rro i nc the public i t y of aatioaal d C' fta.cc espcr d i ture . It notes , in 
particular, t hat the ~ncra l tn.aiss i uo haJ aot yet taken any d~cision 
a,a , dJar tbe police forces aod s.iaiJar f o n.ati ons •hich a rc covered by 
l r:•cle 1 3 or the Cni ted ' i agdoa dr3ft Coo~c nt loo and ~hich a ight have 
to b e ;oclud~d i n tbc calcul•ti oa o f c!fcct i vcs . Tbe Co•ai ttce draYS 
auc-utl,,a t o the p-"SSible necessi ty .. i a tbco l i g'ht o( the decisio ns taken 
by t h t Woeral C"'aa ission io this sp!l.e rc , of introducing certain a•tnd­
wr~t s i alo the teEts it p r Oposes. 

8orieo II lapP of Nat- P.'" 'heee I 
IX. DJSARMAJ!(£fw'T 

1D$. IX. 3. Ad....._ 

Regraded Unclassified



.... 
PtttJKI!ItAav NOT• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • s· 

OI.AFT AJtT"ICLII • • • • • • 0 • • • ., • • • • • • • 0 • • • • • • • • ' • • 7 

.41u11.r 1. - CosVINTIO!'fAI. Lrn or ITDIS OP NAnoKAL D&nJfe& Exn.l'orruu to 

J IIM.I' II. - ( I(ITJI.UCTIOM'S roa Til& T&A."(SJU$$10X TOTO PlaJt.U!INT CoW:.W:liSIOM OP B UDGETS, 

CU)SID A CCOUlriTI A.'«> Orut DocuKEltrs JID'DJlm) ro '" Til& Co~vatntON • • • • • tJ 

..c_a~.:r Ill.- lssncen on JOa COifPI1..DrG TD. Sl'A.DIDln'S Al!I'D TU a.:o~clLlAno!rf 
T-.rs: 

hrt~.=.r:·=~tu_;; :,~ezcil...!::)to.~-:'~~~·~~ t~ l.V~I~ 

s.a~rW·. ~- ~~-~-~-~-s ... ~~ .cr~~ ~ 
S«lion (6). Sptcial J-.uctioou lac det~ tho Exoondltu,. to be 

mt<ttd ill tho S~atcm<nt Jl"'"idod lor ill ArUcle D o( tho Convention 
S«lion (<). Spocio.l lAstJ octioas lac oompilinc tho Statement provided loc 

in Ankle F ol tho Convmtion • • • • • • • • • • . • • . . • . . 

l'art 2 . ln.nructlons for the Clusi6cation of Expenditure in Tablet [ to IV of the 
Statc:mtnta: 

A. G<nen.l Prooisioos •........ .•••••••.. . •••• 
B. Detailed ProvisioDs • . • • • . . . . • • . • • • • . . . . • . . • 

P:.rt l· fnt tructions with ftPld to tbe Speciallnfonnadon contaJned ia Table V o' the 
Sc.atemtnu: 

IS 

'9 

•• 
24 

' · Onlinuy "-"- . . . . . . • • • • • • • . • • • • . . . . • • . 33 
2. DUI<miCO - tho lllilial Amounts ol tho Block CttdltJ cranted I« 

Se.-.nl Years aad uy Pan ol such Credits alnody mend ill the s..~c<•. iDdoclmc tho Bode« fo< tho \'car to wbich tho StJt..,..,t rolors • . • 34 
J. Dillormce-Cany-fonrvd Credib-that ls to ~&y, CreditJ whi<h -y 

be uaed foe ouJDac Payma~ts darinc tho Year iD o-tion ac Sobaoqumt 
Y.....-...1 Paym<DIS il> ""!"d ol Sodl Crediu mo..,. ill tho Acoounts 
I« tho F..,... ..... .................... 35 

• · Aalhorililt.ioos to ca.ter io.t.o Commitmftlb pa.nted by Pattiameot or tbe 
Authority mactiDc tho llod!od. apart fnim !be Ci<ditJ loc Payment 
voted ill tho &dctt foe tho '\'car to which the Stat..,..,, men .•. · 35 

s. Diff<rm<>e - tho Aa.thorisation> ol Expendltu.. contained in Soeeial 
ACCOWIIS aad tho Paym<Dts made apinst iNd> Acoounts, incfuding 
thooe made darinc tho Year ill -' ol "hi<h tho Statement baa been 
oompiled .. .. • • .. .. .. .. .. .. .. .. .. • .. .. JS 

6. Credlt BaJ>n«s ol Aatoooa>005 Establi!hments "'maining at the Dl•posal 
ol Thoao Esta-ts at tho EM ol the Fhw>clal "l>xercice " . · • J6 

7· AmountJ liquidated bet DOl pa;d tor lll.aterWt d<llv<ttd and Servic<s 
,..d<ttd, Payma~t Ia< wbich hu been d<l<rred • • • • · • • • • • • J6 

8. ElOp<ndlt""' DOt iDdaded ir> tho Sta,_t In ,..poet or Subtldlet paid 
to and Panidpatloos;, l'riftto Eol<t'pl'bes havio1 u one ol Their ObJe<U "" 
the DeiMry ol Wu .~burial ill r- ol p...,. . . . · . · · · · · · >v 

C). Variools l~tion ...,s;.c Uopa;d Servic<s aad Suppllet lor Natiooal o.r .................... .............. 37 

Put + lutniCUcas 1o< cln'""c 1IP Reo•• .. matioo Tablet • • • • • • • • • • · • 31 

.4..tw.t IV. - llttnucnoQ 1'011 CIOMftLIJfC '1D. SvJaLuY Sut'lldwn NOVJIICD 10a IM 

Aoncu E OPTU Co>mtlfTM)lr • • • • • • • • • • • • • • • • • • • • • • • ~l 

-
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A-n Y : 

Mooa. su.TillfPT 0. N.ntOIIAL Duuc:& hru:ouuu : 

Table L - lalld FCII"CCel • • • • • • • • • • • • • • • • • • , • • •• •• 
Tabk IL - Na..a FGr<8 • • ••• . ••••••••• , • , • , , • 
T.W. JIL - Air F--- . • • • • . . • • • • • • • • • • • •• • : : : · • 

~= ~~-=~ ez:: 7::.' !": ~ -~-~~ : .. ::: ..... . . . . . . . 
)toou. b eD tn ••nMt T.au: 

A. s....,TdW: 
I. Tocal E<pmdil.,. mtond iD Tablo I ol t>c llodd Sta- tt-~.-_ 

II. Tocal Exptodit!UI: eatered in Table lt of the Modtl StatnMU (Xa'nl ~ 
Ill. ToW £1pmditurttrttmd iD Table m of thtModdSU~ CAJrT--t •• 

8 . Aool~ T•ll< : 
Di1tribudocl or National Dt'fmce Expenditure between t.he Tabltt of t1w 3ll»d 

Stattmcnt and 1'helr Subbcada • . • . • • • • • • , • • • • • • ••• 

c. s,..u.m. r ,.,. : 
I. Table rtbt.lftl to Table I of the Modd Statcmcat (Lud F~ •••• 

II. Table RlatlQc to Table U of the M.odel Stattmmt (Nan! F~ • • .• , 
111. Tablo nkoioc to Table W ol t>c llodol S..._. (AJr F ..... .... 

£•~T•W..""*S,_;.II.,_,_~.-;. T•.,_ Vli/•sw--: 
.. .... .. .. ............... . ... .. . . . . . . . . . . . . . . . . . . 

• • 0 ••••• •• - ••••• • •••• • •••• •• . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

SNe.i s ..... ,..uySl"lr~"~ , , . , , , • , , , , , , • • . ... .. . 

.. .. 
" .. .. 

" " ,. 

H. Drllf Tnt for titt fbtal Act ol lbe Conft:rtnce • . . • • • • • • • • • • • • • • !s 

- ·-

• • • 
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A. DllAFr CONftNTJON. 

DRAFT ARTICU:S. 
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_, _ 
..-F. 

n. .... ,-~,.,....-....... --~· ................... 
~·~..-atoldocpo_--........... .no. .... .., _ _.,.. 
• "'1: ~ftiWO'l.U be t.cd-.. dllel......... .... .......... .,..._. 
el ..tad art ~ 4 "vel) ill L\rtdr ll, f* *C 1•.].. ud AnltJe C. pantcn~ t 

la adcbuoo. tbe • c- '4 ...,_.. ._. attadt. 10 Uc -~ U. ~ __..... - .. : 
A omifitd. ao~r ot tJ. ~ ~ 4 r art iac:hlckod m. •bt ~CCC~Ut$ Gil tht 

~·~;........,, ol dot--~ dloctc.! by .,.too.J or local 
pobbt boctioo. 

- ·~-

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

nolllP~ParoootloolllarwudtollooPu _,c · · aBIIoo-u 
. cd . Artidle B-. Datu:npbs 1 ud 2 , iD raptd of t.be ....... ,..ar&tmldy ill~ 

--o1 tbe mt:ry iDto &..i: ol tbe Coftwot.._ 1'llfte doca~Mots tlaD be~ aot 
::" tbd rwo monllat attn tbe natty ia:to forar ollhe Coawatioa. Wkbia aiDt ud 6ft.eiN ...0.., 

;w.Jy ot the bfei:anins of the 6nandal ya.r ia 9ftiC"f'M • bm. the C«<.ft'lltiM U~me~ into 
;:" tbc H.icb Cantracthw Patties siWI de!JJ:atcb a lilt ot .:JJ b. WI and other iastnlmmu by which 
tht ir-J rocaJ of the lnltlaJ natlocal ddmcc cxptDd.itun: aa~ ia ftll9«l ol tliat )YI 

.at .. '' btft ~. t.otctber- witb the texc.. of all aucb taws aod ~l$. 

AtlkMJI. 

111< lin< OUI.,...I .. pPJod by tho Stales io - ol tho JZk ol ArtDo F ....U 
~>< ••"'~. ""' ooly by tho- ..................... -,.... ... - ... 
~· • ~ ... abo , t.he do9rd ~tt o( tbc: tlwft J.lft"i'iao5 ....a..~ J"''AA'. 

u . .... Coalftlld..iltc Pattits,. ..t.m JWftftllilc ... 6nc "" t aft ...... pollitioll 
• nee Lbe dolrd aor::oaau for tht: t.bru prnioat 6ftMCiaJ }"CU"'ft. tbey sluD lay bdon * ~· (oe=' 

1 orrti6ed J bl I f of pAymtDU f&ct.ed Jot aat.b.aJ dt:fdot ..... 
ada ol tMM ....,_ 6AudaJ )UD. it beiac .ockntood t»t tk cbled acoDaBtS •t hu of 

tlol&a --,..,.will be dapotdood .. - .. ...-. 

Amd. N. 

Tllf Hip CoatrKti.og Pudes reftrm:l to in Article II, panpapb 2, siWI bt mtitkd to 
dapl.lch thtir d,..ft bocl«ets and budgrrts tot;ethn' with lbe IICCJD!WltJ iD respect ol the itA two 
irw1eiaJ )'CU'I i.n the 'orm in wbith sveb docu..mmta wrrc pu..bthbtd pdor- to tlw: eauy iluo b'CIC 
« tbeCornft•ion. In •upport of the statemtnu.tbty ah&IJ, bowe\w, appaldefttified s&a.tonmt.t 
« t:Stitlwu and J»oymtnil 10 compiled as to have the tii.IJW; pncticLI va..t.e b ~ patiiO!M' of 
dltdinc by the Pmftanmt (omm. • as the ltal.tnlll'!llla of pa}'1Df'G.U IGl:lmitted 10 tbc 
c..xm.o.. 

Regraded Unclassified
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ANNU m . 

INSTRUCTIONS FOR COIIPILING TRE STATEMENTS 
AND THE RECONCILIATION TABLES. 

PART 1. 

r~'SI'RUCTIONS FOR DETERMINING THE EXPENDITURE TO BE ENTERED 
IN 'rABL£5 I TO IV OF THE STATEMENTS (ARTICLES D AND p OF THE 

CONVENTION). 

1. Purpae.e ott_,. l_n order to dettrmine the t xpe:oditurt to be tnttrtd.ln thettllemtnU, 
lutnK'tSoot. of atfmattt of expenditure or of ~ymr:nts effeettd, the conttaetlnc partitt 

, aball comply with the general i.ostruct:ioftt betebdow, pa""'pbJ t to 19, 
&JXI. hlnher, •n resptel oj tacb of the two ataltmmts. tbty sball comply with the nllft laJd dowa 
iD puacnpbs to to a8 and t9 to Sf of the prrx:n t instructioaa. 

-<·>· 
Gtn:UL. lnntvcnon 110& COIIlPJ1DIC n:a Suuamrn (TULU t l'O IV). 

l. Dtkn:D..U.. Tbe ~tw'e to bt aatered m tbe stat aa·ts ~ for in 
fllheExpre.Uture Art:klea Oa.Dd F of the CoaYCDtion is that which, i.D ~· ~ ~tlttd 

10 he •at~ to or r:ot~.Uod by the Cftatioo, mainteoaJ:~Ct and ~· ln time of ~· 
llle Stat~tmMC.. of armed forces and by i.mmediate prtparation for mobiliaatioo. 

. Sucb apenditure ll acbedultd ln the conventiona.l list of ru~t.ioN.I deJeoce npendlture 
lllAMtxl. 

lo a~nce with the provbront of Atdclt A of the Convention, the cootrac.tl:ns partie~ 
!.ball enter In tht.lr ttatemtntl •II expenditure in respect of tbe pwposcs ~ehtduiM ln the 
afomncotJoned list, by whomiOe\o'tr lneurrtd and i.rrespecti\'c of tbc natuR and otfaln of the 
mourots from which tuch exptndhure ia defrayed. 
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Cl EJ~dwt ~, fiW f/41117 ,_J alw Jl.,._. Jl.t• · £s""'-"il• tt .. 1!'- • • r-L~~ r~s-;u. . ,...- - -

11><..,.. nolo u m tlwt ........... po ..... J>k ..;o appy. where opplicabk. F...U..: 

l l) Sbou1d tbc "all ol U. kthoiii1f ewer's olfiots eomi$1 of military pmoMtl tW 
c-_,;pmd.ilure si'WI be ~ to • l!li&1ioD&1 ~ txpeoditure: ' 

{l) SbouJd tbe mr:rdwn: -n.c- .....nc.:. be respoo51'We for rm-Wdnc ~V'al Cft'W'5o. 
~ o tunatr WU be nlilde. ol tlw f 1 f e tlms i;QQxmd by t1M: ~t n:wior ~ 
~ dw a.tDOUDt t.hrftof tltaU bt illlclldtd. iD tbe stuCIIIftlts.. The Pl:lww ()OQ(tJMd -
i!ldnl~ ift the rtC<IftCil•doo W* dlt .-daods adopted for mU:ioc tbil cocnp;~toadoo.. 
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~~ c- • "' .. ,__ .,. - <I "' s.- ,~~....._ 

n. ,...... ~ lO "J''''Y IlL ..... tk .......... - .. dot 
Coo~.....,.~~ba,tadoptedia .' aee--•~,·---· 
~::;:-..sa!.~~~theoca:;;;~·,~~:.~t:a._, .. ~ Pv- ..........t .:::U-.- ......... c~...m- -

~Sip 7 _ .. _ --Cillo .... _ 
··---

- 19-

... -- £; . .•• _ .... !.-~~ ..... ~...!!the 
!r'CIG ,..,. 10-at. ns era- .....,.... ~ - - •tia.u""" oot 

of dlt aid .-u iD ta~ptCt of b.Dtic... ~ ICICbl i:aiUtUCle 
-~ . .., .... _.., ..... , . .. ). 
... .,. ........... -­,_,_. 

lJ'Odtt lbc po•' • ol Artide A ollk C..C..'ftlltioe. n~tioaal defence 
upoadit•e IJodceUd fO< ... pUd '"" of the ~ of loans MIUI be 
«alimld • the ltattme'llts. 

- opocial ............. app&d - bud&'<U .. bucJ«<tary ~ ...... parJlOieS tc:hednW iD the ~cioaallilt ol u.tioo&J cltln* 
up<IOdl ..... u.. upaodi- ......., ..,. - ,_,.. ollooll ........ ted .. ... _ ... 

11. Elrz • -nr ,.._ o1 : r+Mt' am:rtd ia dllt .~ .. ~!f:! 
. -....- .. bfd.Geu tsUtr.hr~ •uea . 
~ ~- !:.ri'' • ol ~ pnsotet Coafttltioa. 5baJl bt" st.a:ud. - t.bdr rttpt'CtiV'C 

1ht f'mauat · cu.;.,., ~ to tbt po• · · of Attidt:s I ud J ot tbe Coevm· 
ooa. ul Statts ioC" t!w -.dldcal da:ta it CCIIIIidcn ~ to tStimaJlo_ tbt dkc:t • the cosl ot 
.,....,...,ol.,..--•tloo~po-.oltbo2oat · 

5tuua. ~ ,_ NJ&tiiUti)IIC; nm EXiUWJmr ro • DTDSD Dl 1111. Sr.Tm~DT 
i WAWU fiOII ~ Aaxl.a D 01 1'U C.0. i D IW. 
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D~ Sta._,....,., _..,.. ...... 
.... Gitk 

Dnlft a.dtet. 

_.., _ - - ·1-

_ ,.,. 
Sft:CLU. l .di l ((II03(J POll C011fft1J:S' lD Su.J'Dl":n ~ ~ 0' A.ancu: F' ~ nq 

Co~~ 

I >I SUU _, l'olli< A ..u..n&.. 

lA .an ~atiou.lddtatt p.ymnus..._ •*' ~ IIO!lOaDU.. 5p!'dal _... 
~ .aad ~ ~tulcy cloeamtat:J.. if uy: 

I•) Of tlw ..na.y S<atc oc f<donJ 5<atc .....,_, ....,_ - ...s ........_ - -1)'. ud. w1om: appn>priotc. - ad--'~· t• l Of tbe ~ prot«ton.t:a. onom ~ • ~ ...kr t1w: _... ramer « ___ ,e ol the COCLt:raetit:lc puta; 
1,.) ()( the fod<no<d Suo.., ~ .n roc-' .-d locol pohli< .. - ;, llw ._. 

~uy and colooitll; 

4WI bt ~mtrd co the stal:emmt. 

(b) .<-

. Tbt tGtry in the modt.l statement or p&ymmtl _. .. MliDaal ddtatt putp*S by..,... 
""-i> d .. ltwitbln~9ollho~-
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PART l. 

TilE CL\5.<1FIC.~TIO!< OF EXPENDITURE IN TAflL£> 
I TO I\' OF THE STATEMENTS. 

A Ct,.-tltAL PltoVLSJO.NJ... 

1 . ...,.,..... Tbr ~w Tt't1ml! of natiooal dtftnee ~drnatcs &fide ~~ 
~ b t1:1 .\rtadts n and F of the Corwmta:on ~ bot nlttil* _. 

m""'*-"' • tt. tllr )lrdtl 5u.remrat to bt foond in An.nu \' llftd wttb tbt 18M 
•t • tllll J'ft"ftl '-s 

1. ~,........ • '- Tbt ~ mt~ undtt tht hftdt.ltC:t ol dlot ~ 
~ .. • SW...... .kUI «M:n pocuS to tbt plli'J'IOIW t:pt<i&td iD .ada ~ 
.. 81N:W4iwtw wiG -.. tlw- J-'ltiftll ~ 
............ wn. .. .. --· 

-•J-
1'bdt (OftiiiiOft snvktt, the upendlture on whic:b is .s.bowa iD lhc- baden and r.«eu"' lif 
£o«e only a.nd cannot be tPiit up by mtanJ of this~~ to sbow tbe ntftlt to whlc:lil it ~ l.bt otbtr national defence lorus, can be dMdtd bato the t~ ~ nu~W.· 

r•l Common Mrllcft,, tbe amount of whoM-~ iJ doi!dy m.1m to 1w ~ 
ior dect"~.,.: 

Rtcnoithol-: 
Su91>1iaocMoo' 
Oithins and oq~l~t .......,., 
ll<dlcal ucl hoop;tal .....-, 
RdCiovs mi.nlJtradou•: 
J utlce 1.nd prioonJ: 
CoUCift.IChoolt and tnlninc oent m.. 

Tbr e-xptnditurtl on tbo above-•nention«l senice& sboukl bt split up bet•wa the , .. noo, 
(oX'tt'\' C(ll)(tmtd u far a.t J)()f;§fbJe by mta.nt. of internal act'OUnts and adminbtntt l''" (iooturnmt., 
If tbt:rr are no llCCOunlt or doeuamnll by vir-tue ol v.ilieh t_bt- tot.,J Ullf'ndieu~ on qach ~·kft 
* ld br amJnttely &J)IIt UJ), t hit 11houkl b~ done, as a dt rogation, by nWQM of a11 l"'limatl' ha~t 
vp:m llw ligum lor the efJectl\'et of tho fon:u tonc~rned. for tbc-~~:S of Jilteh • n ~tllr~<tt 5c111 , 
11 <'Of'fficil'nt ol con«tlon lhould be employed, al lo~A·ing for t~ d ' l)tl" tt'll tl~e nttts <II 
J"')' ~tid, in general, tbe mainttnanee CO''" of tb~ variousattgorics of military •.nd dvU l'llt"'iiOrM.'I 

(6) Common ttrvku. txpenditurtl on wbirh bean 1)0 di:rtct ""t.rlon to the tOC<l.lt 
of tfi«t.iftl of the varlwJ torcu, but ratbtr to tbe •oW r.xpmdit~~~e of filCh of tbett ~ 
~.,.: 

.5. Stmc.t l"UUde,..., Expenditure In rtsptet of ~- rmcln'td to natlonll ddmct by 
br Orll MIAbtrt•• ci\'11 mfniJtritt, JUCh u po!iU, tc!lqnplu, publir: .. vtlo:, etc ., and ~~ 
ro Xulou.J Deftoc:. uc.luJivcJy in the accounts of lOCh lkt»rtnlll'ntt, 8hoold he a.plh '*P In 

l>rt:pa.nmt:at•. tccordance whh tho gf'ntml principks l»id dtnrn In parqnph 7(/) ol 
l)art r of this Annex In regard to ml.x~ k r.•kft Few the purpoov 

of, the :l.ltoca.tlon of 1uch expenditure u bct•un the- d uu loren and t .. llinc • moN: 
stimt~ basis, expenditure in mpect of these common serviea &bould be split up. attonlfn& 10 rbt., natu.re and tbaractcr, In the manner p~ribed in t be forqoinc f'UI,t, 
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.... ..._"- ~·Com ... 

a._ ...... ., .... ...,_ .. 
(~ Lnl -t 1*-: If~---­

()rJ.t-1 l•; • ,......,_..,.._.. . ..,.... 
..... .....,.-« .. ......,. 
..-f'\"11"" .... ,... en p <4 * '-1,. 
MnJ Mill ... --.a ... "-' .-.y 

-·~-~ 
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1' I n. ... .......... .. ....... 
..... .... ~ ....... ton:a 

( ............ - 7 · - per· 
-· ........ .-Will lana. ...._.. ........ .n:Arr . ..,.wn 
..t ..... ..,...~ ...... -.. 
~.. ptl• 
....... .f.a~flf d.:Mnl 
..,~ .. :~,._, .... .....,.... ... 
~ ~ .. "" .. inltd 
·~ ..... """., ..... ~ .Jeubt ' ,...,talud,. un& 
MJl w ............ _....., the ......... ----Pn -.t ~ tl"n'ica: ----..a..:.r .. ...,....~. a.:-.-.___,......_._ ...,__...;;..; 
..-.-J._ .. ,.._ 
< ..... ..- ... __ : 

"t...: =: ....... - ---­"":.._. ........ / 
"" la• iu 

I ,. •• ~ ..... ..... • ... ... ,, '·~ ........ 
=~ - .. .....,_-I ... ....,.. 
~ ............ :\.':t. -

""'~-= 
'- 11 .,...er ,. bruonna 

ft!l. ,........; 

-·-

&...... C. 
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:_ I '!t l:lSftCf Of" £x::tu; Oi I CU 
osT~: 

H....SU. 

TR.A.~SPOitT. 

S...UOF. 

Koau .u, Ontt:a .\.l!Cllu.U. FOkACOE.. )lA.BQI "-"• S.O.:I)IC 

I n. MbiMad $IWI qply lO tbc a-d 6orOl't C*ly Ecvni· 
dliwt' 00 bclftcsud odw:r ai:liillak ~to tbe MVIJ ud W 
fOfftl !iba.D be mtmd iD Tabb U ud fll~~ G 

1. ElfpmditW't" 011 hclrW"' a.od Olhef aaifMJI ~~ be: ......... 
t.o mean uptad.itore 6ft t.bt pur<'but. hire ud m&.~•tmaM~~~ ol 
web a.Rl'!Nls. 

J. The ~~ Mlbbt'ad t.hall rKit ladudt: 

I•) 1M tm'lut~r.uioo Of" main1e~ of Jltt"'IOnel wiW"tbtr 
ml ha.ry or clvU (to~ f'fltmd in SubhNdt A to E) ; 

(6) £$pend1tun In resptel of dnaught 1uttl POCk •ni ll'lilh 11111K1 
foe 1r.mqXlort wilbln Htabli:shmt:nu ~~"' un&.r 1-j~tJ IV: 

(,. F.spendnure oo :mimab flh~ock) lntmckd to be u.wd u 
food (to be f'ntn'ed in Subbead £): 

(I) EJr:pt:nditwe in resp«t ot ~"'t'ttriJwy ltboOO {10 be t«<tettd 
In SUbhtad E) ; 
\t~~tdittn: io respecr ot

51
't!l!.ft9. rqMir and INA~tl.ctve ol "'~~ \'tbidts, and ~ted to the OWDffl of 

llOC.h \-dticlrs ~to ~ uu.md !lOder Ha.d J\1). 

Swou.u>G. 

CoAl.. FIL-n.. OIL. hnoL. I.e .. ~. CK., 
Al'"O Orua T'a.usroaT EJI,:rutid. 

1. 1'1au wbbead ihouW iDtt96e all t:qJmdltVt! '-~· ol 
totid aDd liquid fuel. ~c~ 1l!Jtd for lhe traMJ'Of' ~ ~I and 
ma1mal and t.he ~of rut;.,aa.l deboe nu.tMal. wt.ctl!\1 
ta.nb. u • 'diu motor ,'thkkof. ..-anbl~ udallocbd"~kba.nd 
atn:nfl ; u:pmditi;II'C! on the h.iRt of \"'t!hidtt. 

1. ElC"prtldinu~ ~lath<e to U't.MflOI1 ahovJd i!KhMie all rKpn•~ 
dltuft In rwsput or harbow ADCI J?iloc dues a.nd •ItO of the t n.'" IIOf't 
of ~~~ persoo...w.l, anirmb, supplitS or matuial of !he tll f'(!tl ff.lt~ 
b)• nUl, w•cer, totd (iotludlo~ *"Y uus Ja}llhk on t.hl; •tcOII,t), 
asr, et~. 
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UMd 111. 

BUILDlNCS. 

- ~:g -

(l) ~lwe ttb..~ to tbe CC~~atCJWtioa ol loniAc.dant C'o 
bt et~len!d m Subbcld H) : 

(Ill) Exptodltvre ~;. the kft..a.a.d--. n.~a.._. to thr 
~t& ud .-n'XItS .,.-a~ IIMd IV; 

~"'l ~ co~"'"" incltiuy aed CIUw ..,;~ ... -.red 
wttb ......... to tlw: llllpr'O\'WW~lt. utnllio. Clf ..... '* .. pbM: 
*tilt~ ot ..... ~ tllc .._._. .... -u.o..• 
...., -.mw udother .......au ~(co btntmd • tked 1\). 

Read IV. 

WAR MATBRIAJ.., 
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S....... Ill (t.- F-J. 

Aus. A.aon.nrmolf, t~ W..n:at.u.. 

•~ AD ~ture c. tbe p.vc:hue., DWLafltt-., ~ ud 
~ oll~Mt u-. am.rmtftl.lloo anduploll.._ Uld otbef Jirlluilw: 
._terial eoamcn.t«< oppolite lihcMald be tat.md Ill tha su&.{ 

1. Sa;bbcad M sboWd oot lnot.Nde: 
(.1) Ex'Peoctit~ tdatlnc to ooo-uploli~ cncinec:r ._ ~ 

............ - 11 (• )); 
(.. Expeaditwe OD boneodnwt~ ot IDOCOf t1VIapoft ~ 

wtlirtbtt sped',_, or DOC, and • wtlllcl* puttd to tk oncn 
o1 _, - -- wit> c"'""'fl<.,. 00 blcydoo (lo bo ---lfC<)); 

6r' ~ Clft drpoU b ._ .. .w lp«iied .. tu. .. 
hr*' (to be a.-tend ia ~ N) .• 

s....... " lol ( t.- ,_,, 

~...., OnU VI lAID S...._ 

1'bii ~ 1ihoDJd .. ~: • • ....... . 
~ E nwco oa tnallpOrt ~ ~ ......... ., 

-.a foi ~ or ,....._ ~. 

""""' ... .-! (10 .. -- .. - lll;..,..w ..-
ill (~ ~1:0 ~':aT~~~). 

- 31-

Euc:Jtoatuaa ow Duon o. W.u KAJU~A&. uo Evu-DnVU 
Jf01' DtVfSI-.a IIDWn3t St.ua. M .UD M .. ,. 

Tlolo ..-! - iododo: 
~l Tbe c.xpcDdibno oe sc~ aac1 41pou o1..,. .. ..w 

o1 all .tmdl. ud a. an IICI"¥iott w u.e ._.. ot...., •e.il.l. 
lododiotccbe_ol.......,,-. ......... ..... -.-= 

(•) Krpeed:it:ure oa ~toDoalolll acab~Uha~t.u 5w the 
..,.11fa.eture Gr rtpt.in. wbta such upendlm. CUI'ICM bt dlrided 
bet...,. SobiModi II ... 11!<) ; 

(4:) AU other ex~ture oo lhe JN.DIIfaet.,., rrp~~ir or "pketp 
of,...,. m.ttrial wNcb il ooc appropriate to Sobbtt.dl Jill andN(•}, 

SueK&Ao L (N-..J Fmu). 

r . Tbia .ubbttd sbocJd ltdade aU ~tun ee tht CIOII• 

......... "' all .......... ""' .,..;6od """"'"· lecluclloo expeadirwe oo: 
C.) AU t11cir cqoipaoAt, aa.Yipt:ittc ..,_.ta. tee., wid! 
~ ... IJ*ft puts; 

('I n..u .,_,..,. "' all - .... .....- ......... witla ~ u4 'fW$ puu; 

1<1 Tloo ioiDal-"'~ --........ .o&a «liqaiid. &lido( Otw stores 1lted b aayfpllrc tad .-y 
trWI btbe the Yellltf • bally ~ lor lerW:.. 

• • Tbrt expmdilln 00 ClOft5CJ'1aCCio of aircn.tt~ tboatd 
ladd that oo tbe eau.pWtl ud oc.bet apparatiD iMtabecl • 
board for la.unt:hiJis airCraft., bat DOt thi.t OD thee a.oropiaiMa --,. This sobbtad 5boWd abo inc:Jude s.a'-'diet ~ted to 0.. 
merc:utile ll'l&l'iD6 with a view to the 0\'mt...,. lilt ollll ..._. 
lor natioiW defence putpOI8L 

4· This tubbc&d tboWd oot include upendltw-a tn tttped of 
mllltuy pencou>e1 embvl<ed l>do,. cbe .,.... II lln&Uy PI-' 
""...wit, .......... - pcnooncl -"' pt'1'fJ!oiiM-' b' tetVIce; sutb expeOOiturt' abwld be ealtrid lA Subboldl 
A to B. 
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Suaauo N (NIINI FOHn) , 

S:xnsuniJll£ os Dt::ron o, W.u »•na&4L: U:n11ont'u 
SOT DtviSI8U H'T"'UIOI Sc-....nt L AJfO )1. 

-J.)-

PA&T J . 

L'STRliCTlOSS WITH R&CARD TO THE SI'EClAL INFORl&ATlOS CO~'TAISED 
IN T A111..E V OF TliE ST A T'Eli&''TS'. 

lt~~a So. • tibAll Jbow the amount of remuMrarion acnaa.Liy s-Jd to 
tbt ~ eil.htl- ~ the State or from State pensions fu.• 

If tbe total ~ture fTOtn pensiOOJ funds on enuln c.trp1tt of 
pmc>nneJ cannot be eDCtt,. ~ or-e5timatcd. thi:s fact &hall be i ta ted in a o~c ro upb.u:· 
tory Uble No. 1. If. for~ .. it b impossible to calculate the .fums paid u Ptndonl to~ 
~tly emplo)"td inl:hlttrit.l ..ten wooespoodi!!f to that part of their ttMce tt'OCknd ia 
ml!nuy utaLI~ta. tbt ba tJ:aal J1UCb upendtture bas not bttn indudtcl Mall be daly 
pomted Ollt, 
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lttM N• . .,._ -A~ ,. ml#l' ii4Jo ~·ihrlntis u•lfl«i.,. p.,li•-.nV 0tr tA. •lflll«i'Y 
Mfldi~f £.V hJffl, .,.rl jroM 1M ~tJiiJ j()f' ~ f/lfMJ Ill 1M "'*fffd /f1l' IJw ~~ 

,. ""'"" 1M ..,.,., '""'· 
n . Jo cou.Dtritt wbtre PatUamtnt oc the authority •bkb macu the~ aatbori:ws 

CIDGitllit~ts of uptaditure ~ Mtional ckfmc:e to be mttre4 ioto ~ tbe loa.lKia! 1ft' 
• (a:wtition tba.t Neb upmcliturelhall ODiy bt paid rot ol JaymMI uedi.U of the-~· 
C~m".~UCII"ontitlts,thtamouDU of -=it aut.borilatliOOSWII be mttR'd Ia item No.4 of tbe .pedal 
Wcnatioa eont.alnecl in tal* V of the statcmta1. 

n . • Tbe above iafonnadoa. tball bt obtaiN!d ritber from the budttt i~f.or from thetNid· 
~ bi.nc the budf:et (fi.nulce actio), or, failin« this, lrom the draft~ or draft tMCtmmt 
Uiac tbe budctt. aCcordinc to whtthtt tbe t:tattmmt of estilmtes is buc4 on the budct't or 
doo draft l>a<lcd· 

H RKh autbori5atlont to tnt~ Into commitmentS aft granted. or modiAed alter the dtlpateh 
of the slattmmt provided lor in Artkle D of the Convention, suc.b authorlsationt or modJ&adont 
m• be lllf:ntloned when tend In& the rectifiea.tMms mcndontd in pan.gr1pb ,_. of l•art 1 of the 
~otAnne.x, 

._, 13. E~tplanatory table No. ,. attaGbrd to the r~nciliadoo tabl6 rnuJ.t Include the followins 
huorma.tion; 

<•
1
! The Law or A(t rrantins authorisations to enter into conunltrncntt: 

La 
( The nature and object of the authori.sations a.s indicated tn lhe cormpondi~ 

w or Act: 
(c) The manner ln wbkb the pa)'fl"'tnt emtits rda•i.ng to tbe:tt authorbationl mutt be 

niUmi in tbe budpt or bu<lrectt of the followin& ytar or ~n, and, in CftM'RI, the pnl(ledurc 
liCIOOnlbtc to wbitb tocb autbOrbadons to mtt.r intocomnutrnmtsue •la.riMd lo tubeequt~~t 
) ...... 
~ ~ putb&aut rtftrred to &bow will ~ sfw:a wbtft smd.iac the ststtmnt of ndma.us 
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-llbJoot: 

TMA8UIIY DEPAhr11MEihNrTI'I 

1. It WOIIIl.4 IIPP"ar ben to -n • ua. Jlardl n •.. 
lJII to tt. ",."'"•& or u. z... •'- -wnv. 

!!G 

2. A ~ orr~ - or -'••· ......,, bow'• • ..& 1a.s 
........ - WGII1.4 4SU? W be --·earn aB4. 111 • or Ule 
umoa1.~ or u Nliel7 prlalJis a lllbar~Wftl wu ~ 
U.• to 1te .,...,.n•oa otr•l"111&•. 11111lea11'abla. 

(a) 0111.r nr.t aboloe at tble u.. 1• a ......,~ 

•ttoa at u.. -tate .. "-s Den tor 1.~3 1-1/S ~ 
.. , ..,.._ .-4 8-5/8 paz nnt b«w'e at 1~. _. 
d~U7 ..... tier. 

(b) 011r anced dlo10'1 woul.4 be a o "-tloa 
ot tM .wa &114 2-'~' • or 1~75. 
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n. ne1cla •mu the X...t 1'1Danci ng 

!!l~de cow~u· -- also been making new h1ll!tul. e.e aT!! ,.Uld U!ll 20 high-grade corporate bonds In 
~ !res81ll'7 ' s 1ndex we.a } . QIII. percent on December 15. 1938. 
:r. f'tbtua.%'7 25. 1939. 1t we.a 2. 94 percent. 

!be l~at-ters ~ ~otee ha't'e not renected the ·- -..Tliig ~et 1ii tll~cee aDd yields. probably beoauee 
~ 'Z:e oo~~pett t1oa or"rered b7 U1e BPO aDd USH1 note n ni!Jlc1118 
~ !n n~l:.a &80· Dlllpite Q::e a4Tance or nearly three .onths 
~ !1.4tu:rity. the l-1/S paeent note iuues 11atur1ng 
;z:e 15. 1943. and Decellber 15. 1943. were selling on 
h 't:-.:.&..'"7 25 at T1rt-.all.7 1be 1dent1oal yields (. 81 and . 85 
;c-een. rBBDect1Yel7) - oa Deoeaber 15 ( . l!l3 and . 87 percent. 
~!peeU't'el.7) . OD the ot!!.er !!aDd. their me.tntenance or these 
"'; ;.=-i ce lne1e 1.1a the :te.ce ;,~ t.he recent agency tinancl!lg 
'a l ca-:.es a sb'ollg dea:lld a1-:.at1on. 

!!:.e ahortn--tG'lll ~ ~ee on the other hand. he.'t'e ~! litefr tUI4i f'Qi'tlie~cea; ~e yield on t.he note 
1.rne •turt.ng De ce!!bH' 15 . 1~. has deolined trom • 75 to 
~Sc -::ce:ocent· s.!ld the a-n~ P,el.d o:r 2-3 year Treasury notes 
~~ecl1.ne~ :traa .~ '!o . 16 p ercent between December 15 aDd 
r~-r .. ~ 25. 

m. !!la lil.ft:at Pattern 
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Oil the o\ha' t:::& U.. ..S.t -.,.be ..UYe17 1.a prau .. 
ot ;akl.ug 1'111'\:Hr - 1-. u 1-.t-ter. t.a'-en ratea. 
!!lla poaaibUJ. v 1• ~ .--.117 ~ ;ret, were U aot 
m tbe uueHUcl iJlterMUoaal. d.tuation, •oh a denlopMIIt 

wOtl!d. be hi&bl-7 ~·, &Del 1t -.,. w.U - abolrt a117Q7. 

);Qoq1 a, 1Jl tlw ~ a.Wcl aboYe, .-.. ~orae4 w -••S. 
Ula~, 1.D re-~· eaah fd tbe tilu:M ct.c:l.l.De• ~ the 
last .o11~. tbe ..n.t ._t ae w- h'P•· 

!he aipifi,.•oe of tlw•e oaaa1ct.rat1- for Ule ll&rob 
t1ual1c1J1g woul.4 appear to be tbat tbe Y0111M of 1bat f1••o­
in6 lboul.4 aot be -oe•-.r117 eal&rp4. :U U. ~t h 
•' ftlllerahle 18Yel.•, tale ... ,. reacuoo woal4 be l.atnai­
t1ed u nah elll.a.rge-.t weJ'8 act.. Oil 12le otller Mw', 1.f 
the ~et 11 aowen7, aa it iii"JAIN w be, 1.D tale~·· 

ot uHng turther - 1~• .lD 10118-t.r. t.a'-en ratea. 12le 
!rea8!U'f woul.4 1o•e :ratowr tba.a p.lD 'b7 ut1o1pati.ng ita 
~ate. 

A -btaauae of two of tile ~ollOidl!S t;rpee ~ .-nu .. 
WOuld eeea ct.airahl.e& 

1 . A 1-1/8 JAIOeDt --~or 5-~ 80te 1 ... e 
(ad!U UOD&l. fdfU'lliS of Uw Dec '•1' 15, l~J 1 •> • 

2. A 2 pe:roeat 1o-,_,.., ' ; 

3. A 2-J./2 pe-t 15-].7 or 15-18 1MZ' boll4 
(1~ to 1956 or 1957). 
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•• A z-518 ,_I' I tat Pl. e6 .-.. 1laa4 (U€0 65) • or 
rli8tlll7 &c~rtel" •Wr~•• • a turn rr on~ 
~ pi' 1 d .. or ._ •ute..,.,.. ~~·· or 

5• A Z..J~ JAS •' 26-36 .._. 1laa4 (1~75). 

!!9 

A •• lr•· 11 rr ht.,.l;r a.r1.N!ale 1a 
ttw ,...,,_.. or ._ •tar1nc .n ...... 

or Gllla ~d peaU7 a.rire - DOter 1a 

ror th1r rearaa. - orrer or aM1 u-:~. ·-'• or 1ar• 
Deoerber'a 1-1/8 peraea• DOte 1 .... •turt.g ~111 'beat 15. 
19~3 . and now oa~ 1a 1lla • •' or tJ6S ldl.11aerl a:r 
be pref erable ~ a - tu_. 11..1/2 :rear 11••· !lie ~~ -
l~J not .. alorrd aa • ' 7 0 JW1m1ar7 25. •' 101.09. ~ 
rillg e1gn11'10&Dt ...,,.., 111 11le ~. Ul17 ~4 pi cl cb17 
bl orrered to exohapp rbr ,......._ •' a sar-1ua or -~a. 
to one-qu&ner o~ a pout. u 11l1r a 11lOIIP' &tr1rable. 

2. M l.L-,--r 
1uue ..... , • or 
lll.tu.r1t1er· • •* a •Wr1'F _, 
appear t o t. a1 are wUil a 2 peNIIl' a.....,..., ..... 
the pr opored lQ..;rear 1rr•. 
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b<IDCle tor tbe uturins not .. wou1d prob&blJ' oauee a lup 
~ or the new eeour1 u.. to be eold b7 the banld.ns eu'b­
eoribel'l, therebJ' oaudng an at leaet te~~porar:r deoreaee in 
itle total yolUM ot ~ 4epol1 te. 

!20 

ODe 41eadYaD!Tfe ot a 2 peroent llhort-terw bond 11 that 
u would no\ .. et e preeent 1na1etent dell&lld on the part 
ot long-tera inTeetore tor a higher J'iel41ng long-tera .. ou­
rit:r. A tu.rther 411&4Tantage 11 that lhort- and medi~tera 
'bonds ban not aoted a1 well ae lons-tel'll bonda in market 
bruke during the pa1t few 71&1"1, preewaabl:r beoause the7 ue 
held :::.:li!:l.Y b7 balllte, and beoauee ll&ll7 ban1te ue quick to 
~ tbe1r hol41nge upon a deol1n1ng market t o protect prot1te 
or l Udt l011ee. 

It lhoul.d &leo be l&id that relat1nlJ' lbort, fixed 
::~atur1t7 bond1 are ao popul.u, and tbe reaiDJ..ng open 4atee 
tor th~ eo tew - 1 950 il about the OnlJ' real one - that 
u would 1eeD 110re prudent to reeerve euch an laeue for leee 
taYOrable -..rket oon41 tione. 

3. A 2-l 2 lg ear bond (1954- to 
1956 or l • o an aeue wo repreeen a oomprom1ee 
between a long-tera bond and the ehort-tel'lll 1eeue d1eouued 
abon. It has the 41eadTa.ntg or being too l ong for banke 
to ~ld 1n aubata.ntiii quan w1 thout being long enough to 
~ a ooapon rate attraot1Te to the 1nveetor 1ntereetl4 in 
obWnlng a •x1••• J'leld. P'llrther, Judging b7 palt e:r:per1-
ence, euch a bond ie 110re l1kel7 t o fall below par 1n a wealt 
:artet tl:an a l ongel'-tera i1aue With a h1gher ooupon. llore­
oftr, al though there are no outatan41ng bond ieeue1 oallable 
between 1952 and 1954, inoluliTe, the final maturi t ie1 4u.r1ng 
thoae three :rear1 exoeed t6. 5 b1llione. 

On the other hand, li&D7 banke and other 1DTI8torl would 
do'.lbtleu be w1llins, under pre1ent oond1 t1on1, to atretch 
lhei:- i deae of euitable maturity in order t o obtain a 2-l/ 2 
J>ereent aa •19'' nat a 2 percent coupon. 

strong dnen" tor IUch a 
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'l!le offering ot a44U1oDal &IIOUJlt. of the 2-J/11-'• of 
l960-65, now outataa41as 1n Ule -aunt of t591 a1111ona, 
woW.Jt 1n the pr .. ent III&Ke!, _require a prea1ua 1n the 
ne1 orhood ot 2 pointe. 'DUe 1a a l.arp prell1ua to alk 
ot uobaDP wbeoribera, and 1h ai&e would 4oubUeea aot 
u 8 parofiolog1oal cbterrent 1n the n:obangea1 though 1 t 
would Jake aaoh leu 41fferenoe 1n the eeoond&r7 41atl'1bu.­
t1on of the bond&. 

J. 2-5/~ peroent bon4 of aubetant1all7 U!.e .-e • tul'1 tr 
would l».n the det1n1 te adYantap of being otte~d at par1 
e.nd of ooiiiiD&D41ng a lower pre111ua in the aeoonda17 d11tr11)U­
t1on, as well ae of aett1ng a new low reool'd tor 'l'reaaul'1 
1ntereet ratee on bond& ot 111ah long •tur1 tr. The olllr 
appa.rent ru-ouon to a 2-5/~ percent baue 11 the allepd 
greater t 1lal'1t7 of the .net nth rates expreeeed 1n 
quarter peroente. It 1a to be obeened, tu.enr, that there 
are no leee than e1x outatan41ng Treall11'1 1uuea that 0&1'1'1 
coupon ratee e~reua4 1n eighth& of one peroent - 2-7/~, 
3-l/tl, and 3-3/~. 

'ftle matur1tr of Ule propoaed 2-5/~ peroent 1e111e eould 
be shortened b7 one or .ore reare, 1t neoeee&l'1, to elllarp 
the probable prell1um. 

5. A 2-3/4 ieroent 26-JMear bond. atah a bond would 
extend the p reaen ioagut • lt7 b:r 10 reare, and would 
prortde t or a lo-rear oall period. In the preaent ..net,_ 1t 
appeara that euah a bond would oo•••nd a prea1ua of 110re man 
2 pointe. It, aa the date tor the announoeMnt approaohee, 
the probable prea1wa ahould appear to be exoeee1Ye, the laws 
COUld be offered at an appropriate prem1wa. 

atah an 1uue would han the adY&ntaB! of oont1nll1ng the 
1'reasury 1e reoent pol1oy of extending it. •tur1t1u 1n good 
lllarketa. It would 11kew1ae ID8et the det1n1 te dean.d 1n the 
market tor ad41t1oDal long-tera h1gb.-y1el41ng aeoul'1t1ea. It 
h INbJeot to the possible obieot1on that the Treaauey would 
be reaoh1ng out tar into rela lnli unknown territoey at the 
peak reached by the •rket tblla tar. 
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GROUP MEETING 

PRESENT: 

H.M.Jr: 

Lochhead: 

Gibbons : 

H.M.Jr: 

Gaston: 

H. M. J r : 

Bell: 

H.ll.Jr: 

Bell: 

H. l!.Jr: 

Mr. KoReJ11olde 
Kr. Bell 
Kr. Lochhead 
Mr. Gibbons 
Kr. Hanes 
Kr. Fole:r 
Mr. Dldt'ield 
Kr. Gaston 
Mr. Vh1te 
Hre. notr. 

All right. 

Pebruarr 27, 1939. 
9:35 .l. )(. 

:22 

(In the Ot't'ice ot the 8ecretar;r) 

Sterling ~.68 and a quarter to 3/8. France are 

also etead;r. There ie no change except that the;r 
did go on the blind side. 

Did ;rou get m:r meeeage' 

I have it written down. They ea:r Ialtenborn talked 

quite a lot last night on what happened during the 

week on bueineee. Could :rou get me t he tranecriptt 

Yea. 

Would ;rou eend t or Dr. Heath and talk to him about 

the armament program. 

Who 1e Heath? 

He ie 1n the Amer ican Embaee:r in Berlin and works 

tor the Treaeur:r. Ambassador V1leon helped h1.11 

p repare the etut't' and he has 1t all t:rped out 
n1cel;r. I am eorr:r but I lett the papers at the 

bouse. 

Ie he 1n town? 

Yee, he is here. When Wil son wae at Geneva he was 

part or the diearmacent conference, eo Heath hae 

all the etut't'. He hae gone a long va:r toward 
starting it and I am suggesting :rou send t'or h1• 

and tell h1m what else ;rou need. 
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- 2 -
123 

All 1"1-. llarrJ' NP lie baa- rlpi"H • t& 
tbat wlll be ~ ~-

All rtpt. I 1an a tbree pap 1nur at ~ 11e ... 
p1U ~ lliC 8Jied Uiat &DDD'IIIS''• 1&. ~ .. to 
Ill'. De•• a1 Y. Bell. 

Do FOil-' u to G~a-11111•cau 41.reoU7 w1~ U..t 
70GC .... , 

a. ILJr: Yes, tile ~cblr tbs be"er. 

llcReJD01da: Ye ba•e ~ ~1;p all ...s.. 

H.I.Jr: Just vrtte b1a -

JlcReJD014z: Write to h1ll d1recUT' 

a.L Jr: 

JlcRe7Dol4s: I ba•e a leUer to a. .&ttor-.7 leaeral. • Uale re­
queet that all tbs lllf'o.-tt• oa ..,7 aauntte• 
be aut cU.recU7 to the f'1714 otn.oe of' rill. .. 
baYe a 1.tter - I to14 1011 that .. 11114 l.ttere 
out of' tarD trc. tboee f'ellon. It •at ._. to 
the .&tkl'llQ' lleura1 &Jill b7 baa- wrtU• a 
1etter aek'ag that .. 4o 1R5t wbat tb77 ssked f'or 
before, 7D4 I bll4 prepare4 a leUer oatu.,,. 
•re or leee, the beoq;otm4 oa tid.e, llllt aazaurl.IIS 
1ll !ale Nqllezt, 7D4 prepare4 1t f'or J01lr 71patare. 

Il.li.Jr: It p• cU.reaU7 to the f'1el4 otn.cet DoN .-t 
o1eer thrcniP beret 

llcRe7Dol47: .&ll7th11l8 .. p1ck liP pes to tb7 aearest rill f'1714 
of'noe. 

B. ll.Jr: Ybat e1• 4o J011 kDcnrf 

XclieJD014z: llotht.q. 

B.X.Jr: Delat 

Bell: We ba•a a :recpen ~ a-Mr lhaaster of'~. 
oa bebalf' of' the ••a• llelepUoa 1.a c.-a ••· &811 
tbls raqzeet _. -.4e bea••• of' U. ra•lwUO" 
1ll tile J.acl71at"ara or -.tae, to tla'll1ab U. •'" 
4alepUoa the - at of' U¥ a.~ 'llbloh U. hate 
of' Metaa 111gbt .,. \o the Pa4aral cao...e...-at or 
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azq apac7 UL-r. • ~t that that .. a 
proper hllc:U• or tile Cc ; troller Chmeral ..a 
oa1le4 1IP OYe,r thera IDI1 aakad h1a 1f .. 001114a • t 
J1Ut aellll tlla l.nter .ad uk t~ to oli'OIIl.al'1aa 
the ~·· ~ aal4. •-•. tha7 -JIInlt 
4o U ~ ... tlla7 pt a reqa.eat 4l.rectl.7 tJooa tbe 
de~eptl• la ~·· I clma1

t - U7 J"8&801l 
ror 4ela7lag u ad I tblak JU"Ol~Rbl.7 7011 .S.Jbt 
oli'C'Cil.arL:r.e the hUer to the ~-'-• eaHng 
thea to g:ln 1U tile larO!WaUOil. I W1114 l1b to 
aeD4 U through Jlaek. 

Y.c?..e1J1old8: Ul. l'lgbt. I 1r1ll reed it aner it l8 elgned. 

Sell: 

mute: 

3ell: 

B.K.J'r: 

Lochhe.d: 

B. X • .Jr: 

3.X • .rr: 

'!'he. t vaa a doubl.e ~. 

I 1r1ll read 1 t care1'1l1.l7 ud lt I haYe aJl7 
ragpaUoau to .ake .. 1r1ll cbenge it 8ll4 bl"1..lg 
lt back hte,r tor •other algllanre. 

Xack aaaleta lll u el"rrr. 

'l'he.t le a11 I haYe. 

'l'he.t le the effect tbeee .JueUcee haYe oa bla. 

Dan aqe be la dallb U111 about that. 

Ill ooDDectJ.oll with tlla atrellgtb ot 8terll.Dg aDd 
P'l'allca. ~tbongb Sterl.l.Dg p1ae4 aoaewbat OD 
rr1.4a7 aDd S.h:rda;r - the7 pllle4 S a1Utoo 
4olhre Oil l'r1.4a7 aDd 5 aU HoD dollal'e OD 
l!latu.rda7. And PJwace ·~ contlDDed to gal.ll. 
Oil the o~r baDd both Bolland and Belgl• poe 
loalag at a rate ~ch jaet about otteete the 
p1 na KDgl ..,., aDd PJwace poe aeklng. eo that " 
are Juet aotlag. practlcall.7 • ae a apot tb.J'ougb 
vhlcb tbeee tra.naactlODe paee. 

But the goM -• bere. utortunatel,7. 

1'he goM -• bere aDd 1e turned back to Jla3laDd 
ad P'rallce. 

~' 
va11. Pl'allce la taH ng the Fld aDd eal'-llll%'lr:lng it; 
Englud baa -t take~~ aJl7 Fld ln the lut -
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s.K.Jr: 

Lochhead: 

11h1te: 

B.I!.Jr: 

H.X.Jr: 

llh1te: 

B.K.Jr: 

lihUe: 

S.H.Jr: 

lihUe: 

ILM.Jr: 

lihUe: 

H.M.Jr: 

lihUe: 

B.K.Jr: 

125 
- ... -

Ybe ball.eUn lho1rlq how Eoh eaoh oount1'7 -

!hat ... Juat repeated onoe. 

Ybe 'flaea picked 1t up. o.u 

Yee. 

there 111.11 be another dratt ot that atatement 
readJ'. Z4 and I are 'IIOrldng on 1t. It will be 
read7 1D an hour. 

Vell, I want to eee :rou, HarrJ, at 10:3(). 

Yee. 

And then whether 1t 11 read:r or not I ~t to aee 
J'OU then. 

'fhere 1e one draft read:r and there will be another 
one read;r 1n about an hour. 

Vell, I bave th1e dratt here. 

Vell, there 11 an 111proYed dratt which will be 
read)' w1th1n an hour. 

You can come 1n at 10: 30. 

there wae a aeeU.ng, an 1nterdepartaental 
ooaa1ttee aeet1nc to oone1der cotton eube1d1ee. 

Vbat 1e •an 1nterdepartmenta1 oomm1ttee•t 

It 11 an 1nterdepartaental oo-1Uee on ~ro1al 
atra1re. 

UDder the State Departaentt 

Yee, under the State Departaent. It hal been 1D 
exietance tor eo• t1ae. 

Bat 1t 11 a State Departaent oo .. 1tteet 
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Bell: 

llb1te : 

Bell: 

Whi te: 

H.M.Jr: 

Vhl.te: 

H. M.Jr: 

Bell : 

H.li. J r: 
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Vall, the State Dapart• ent foster ed it. I 
didn't attend. I aent one ot the boys Juet to 
liaten. And it might be ot intereat to note that 
they YOted unani110ualy tor the 8111th Bill whiob 
oalla tor an expenditure ot so•e }00 .tllion 
dollars !rom the 'freaaury and -

UnaniJIIOUlTJ 

Yea. 

'fhe Treasury vaan 1t Yery vall repreaented. 

Except the Treasury didn 't take any position on 1t. 

Just a aeoond. I think men theae thinga oo•e up 
ve ought to take cognizance o:r them and bka a 
poa1tion. Arter all it is Yery nice to ·~ •no 
nev t axes•, but it people at t his end ot tbe 
thing oook up a lot ot nev money bow are they 
going to pay t or it. I would like to use th1e as 
an example and it you will get the information to 
Mr. Bell and Mr. Hanee I Y1ah they would prepare a 
letter tor 117 signature t o Mr. Wallace and to the 
Preaident on th1a thing. How are ve going t o 
!inanoe thia thins' 

Don't you want to va1t until it goea a little 
highert Thia ia a aub-co111111ittee and it Y1ll 
report t o the interdepartmental committee and at 
that poi nt you might want t o take such a ction. 

What do )'OU think, Dant 

I believe that Wall ace hal rendered a report on 
that. 'fbe Budget told him we 110uld have no 
objection to the report,proYided the total coet ot 
the program did not exceed 500 million dollar•, and 
it it did it would not be in accordance Y1th t he 
Preaidant 1e program. 

Vall, he brought it up 1n Cabinet and the)' talked 
about 1t and he aa1d: 'Inaa•uch aa 1t vouldn 't 
be i n the budget ve are going t o tlnanca 1t eo• 
~. I don • t knov bov )'OU would be interaetad. I! 
Y1ll haY& nothing to do vith the procaai1DC tax&~. 
SO I eaid, •Yea, I am Yer)' auch intereetad and 1t 
would please •• it rou would co..un1cata v1th 
Mr. Hanas•. 
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Jl.Llr: 

! ell: 

B.M.Jr: 

Bell: 

!LK.lr: 

!anee: 

H. X.lr: 

1hUe: 

B. X.Jr: 

lhite: 

-'-
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Be 414. I pt a-lene~' rr- Ida - r.YQ ..a 
I pt U. p1aa wld.ab, I -..t 1 r-, I Ala't 
11114entaa4. U . la a Yer)', Yer)' 1 zUea~ thte1 , 

.. ,., roa eD4 D.a-pt ~.or~ 1e ble 
4ae1 eepeeU,-, eD4 let1 a an- a. ••• tbet 
1w •IP'rt•. Ir u oo••• wttlda a. 500 ell 
J"l&tlt, bat I 1101114 lUe, 11' 0.. dll .Jo1a 111. til -, 
eo to .-peak, put b1a illl eottce. I Ala •t ..,. eo 
_,tor tbe • t, ldlat tile ~ u. n 1e 
11bat U ooeh. AD4 11' - n..t tMap eot wt.Uila 
tbe 'bllll1pt .. han Ft to n~ to u.p tbe tht as 
wltbla tbe bu.dget 1181t. 

Juat u eoon u tbeJ' p abo•• U .. baYe pt to 
r~.Pt the ~ we ha•e atrYer to J & ~~erore, aa4 I 
- rTE17 kl 4o that. Yoa ... , Ill)' podUOD le 
tble: ~t Ullleaa Ill)' a4't'loe 1e •'*""'• 11' be baa 
500 wnlton 4ollal'e ear-earb4, 110811, that le ~ 
to •u•oe to 4ecl4e how be le ~Pins to epeo4 lt, 
bu.t once be geta abo•• that I -t to be11ow jut 
lUe .. agr')' ball. 

LU.e l'er•Un•n" - prett)- eon. 

J'erdtne,., l.Ue4 flowere; I waJit to act l.1b a 
real ap.ntllh bu.ll, a t1ptlJl6 -· O.L DaD! 

All rl.pt wl th ... 

O.L Johnnte! 

Yea. 

Let'e DOt ~t 'lllltll U pte .. here. Let tbeH .-u- 4o 'llbat tlleJ' 1Dtan4 clo1JIC an4 tbeD let'• 
be a llttle ~baDotloua. 

Iac1cleDbUJ' 1t le repo~e4 that U.. ~t 
or Ca -roe la tak'n« a ~ -n aet1Ye lntereet 
lD tbe .. etlnge. 'l'beJ' are •• "• -re- aa4 
better - 1lbo are act1:ql.)' pa.rUclpatliiC le 
theM lnterd~ntal -rae n. 

Good. 

'l'bere le a letter reoe1•e4 n- Ill'. Keele• a&7laS 
that hla - were I'Mt47 to e an""er tbe O.ball 
banlr1DS lalra· Our •• are aleo re.117, ..a be Ilea 
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B.LJr: 

~te: 

R.X • .Jr: 

~te: 

i!.lLJr: 

~te: 

B.l!.Jr: 

White: 

Gibbou: 

ll.)[.Jr: 

B. IL.Jr: 
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~~,.._ ........ 7 ' ... 
lt U la *I as ble ..... ,_-- ~. ~·-. 
u a. .. u. •"-' run ... n t.e .JM& t.e 
u. 4laowai- ..... . 

lrel.l, ,_ ~ lt ......... ') I ... Jla1.87. I 
._ •t ~ a ti!''IC a' d U • 

.... 1~ ,_ llaTe - tile 1cctao o- ,_ "-· 
lleooaa'&rac:U.oa J'1u 1 Cwpcuat.t.aa. ••Hac fbr -
~--~. I tt f1 t ,_ wtpt be taterwlwl t.e 
that, tbr the ~~ a.L 

Well.', t!w7 pt u. 

Bat I tl!oagbt 7011 .tl;!l& Ub to - -.t be ea14. 

llo. 

!'bat lc a11. 'fbcre ... - •.n ..... ot ccpl~ or 
IMl w11Hoa net. 

.b7tld..ag e1cct 

!'bat le a11. 

D1.4 J'01l hear .~, tbc robbc~ 1a ~ .._ Yam 
Cua-t 

~ _. -ou.er _, I u giL~ wre ~ 
robblag u 1rP &beret 

llo, blat • tc11a~ ... t. • sat £ lo~ or 1:bc 
oeebtcr, 110rke4 - 1:bc plc r '!llai •a:r •• .,.t n­
tbc tt.c tbc Qlr - ~ .,:...., -U1 .. d ... 
o1o,.._, 1lbell u ... •&if ~» .... ~ tbc r.pl.a~. 
u 10 to tbc cane- ........ «•aat uae -7· 
Iacu.t ot clol.IIK tat, be .,,...7 ~ lt hr 
hlc -- aDd took lt ........ - ct.ek ... -
J'nda7 _,nd.ag an.r l...UC Jd.c 1L I I • • U 
-•re4 b7 'boa4, 1L war. • J-8" •" of' look 
a olluaoc. Be lle4 ...,... I.e U. CG"W'llC 6 er " 
7*U'*· Be lc ... ~ rel•cJale, I CII£IPO" lt t. ,_..-of tbo• Udep. 

Iael48Dtall.7 ..ttll a.. bce4 ot tbc ~·· 
aurae a..l, w ,. Ole lie a .... u- se 
oo••Uclatc 1:bc ~·· ....... otnee t.eto 
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Gt~lxl:.S : '!:-. 1fe are allk1ng Co~ .. to 4o ~ wUh the 
~qvr 1.D :lew York. It ... bet:anu or ~ 
L:fw:h - 4.14 aot ao ~t before. 

~Llr: eo.Jt! ~t be ehaDged! 

Gi~:.a: X t>o~tek U ea.ll; and aake U a1.1 oDe. 

!e3.er..o~: lfe.11, of oourse, the eoca:lttee•a J"eDO!"t 1n the 
s.oa.e on the appropriati ons b1ll. c!Dea cut those 
1}'' ne;e OU 't • 

?:. lt • .rr: 

'¥e 414D't aak tor aJ17 or le; tlley 41.4 it or their 
cnm TOlltl.on . Ve aaked tor lt 111 a 1eg1al.aU'I'e 
BUl. :ta.t year and cUdn 1 t get u. :Jicnr the 
~ropri.ationa eo.:dttee eo:ee alon• thla ,ear and 
or ~r cnm 'I'Olltion t h.ey ha'l'e ~ ~se th1.nga 
CAR. X woul.d be w11.ling to acbd.t Ye%7 eontldential.17, 
C:st C:le7 had a eerta.ln .-rant or J.nton~atlon 
e;1Yen thea, but the T?ea81U'7 d14:l't ask tor t hat 
en oat, bat the co~ttee or lta o 1lD 'I'Olition 
414 Clrt the places out and :hat l .a tlle ~ U 
~=>fa 1.D the Bill. 

Are JOil aure u 1nc1uded tba apo?:ntJ.ee.r! 

X - q21te sure; I wuldn't avear to i t , though. 

X talked to Ball t nger --

X~ t.be7 dl.dn 1 t, u would be ea-r eanagh ~ get 
~ to ebange U so they wollld. 

'!:oa d1.rt7 8 0 and so. 

~t la aubroaa J.ntoraatiOA, Kr. Sec:reta%7. 

X- pe.rteet17 1.nn0eent or~. ba"t they do 
=aTe eerta1n 1nto:c::at1on. 
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JLX.Jr: 

lfallee: 

ll. lt.Jr: 

llallu: 

B.M.Jr: 

llallee: 

B.X.Jr: 

Ba&e: 

B. K • .Jr: 

Baaa: 

B. lt..Jr: 

Be.u: 

R.I!.Jr: 

!!au: 

Pol er: 

Dutr1el4: 

B.l!. Jr: 

!30 
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John•'•' 
llo. 

A~ qa&l"ter of t .. l.,.. Bell aD4 Baaa aD4 au.. will 
- 1a aD4 - w1l.l. take a look d 01ll' fluDoiDC. 
Jbot11s lelber too, Geol"p, aD4 1t ~~ le beok 
be - 11Ye ue a tlmab aaU altetoh. te that 
~ rlstlt with rou, Jobzmle' 

Yee. 

Ve ~ 4ec14e then whether we want new 80ner or 
DO~. BaYe rou got anrthlng on rour aiM' 

llo. 

1foa4ertal. 

I haYe a co~q~le of placed -rl:ed here. (RencUq 
HYel'IU 4Dcnuaente t o H. X. Jr.) 

Y- haYen't the co..,cUtr one ret, haYe rou' '!'hat 
~ ooae later with the other report. 

ne chart•' 

Yee. 

Yee. I oould han brougbt it 1D thle 80l'D1Dg. 

~·lee' 

'fhd 1e all. 

Jlot}!!ng. 

Do :roa want the Power Flnancins Bill eet up, both 
~ ~ the Preeldent euggeeted and the ¥87 we 
hall u - both VIIJ'•' 
llo. I 110uld l1JI:e to take a a1Jmte aD4 ezpWD that. 
~ Pree14ent wrote baok that he 414n 1 t like thie 
tb!ng beoanee Delano ••••• to th1Dk that 

W1l.l. oauae eo111e trouble' 

IaopportuD•' 
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S.lC.Jr: 

Banes: 

B.M.Jr: 

Hanes: 

I!.M.Jr : 

D!tttield: 

Gaston : 

!!. M. Jr: 

Pol e;r: 

Mre. Ootr.1 

!31 
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What I .. go1.Dg ~ 4o f'roa now on 1.s thh: U 
the Preaident aaka • to do .o•th1ng u4 I 
belieTe 1.n 1.t I 1r1ll 4o it. !hen u it a.tfeote 
soae other depan.eat u4 that person doea•t 
lilte it. I 1f1.ll. dNp the 11bole bus1.1le11 u4 u 
ie .., idea 1.t ie 1IP ~ Ule Prealdent to eu1t tbe 
other departaeate. I aa not I!IDing to. I baYen't 
t1.ae. I • Ju.et going to atop aa4 do no\h1Jic 
110re on it 'IIDtll ~ hoea1dent br1Dga it 'liP• 
I just haTen 't tt.. to go arotmd u4 aell 5 other. 
depart .. nta on eo.eth1ng tbe President wanta aD4 
gaYa .. t o do. Aa tar aa I ea concemed it ia 
out the w1.ndow. •It ie a n1ce little idea. I 
belieTe in it. I think it is tine•. But if be 
doesn't want to aell it to the other dep~t 
heada I • not going to do it. And that h .., 
polic;r troa now on. Do ;rou agree with • • 
Johnnie' 

It vaan't onl;r Del.ano. ;rou ltoov. It vaa all of 
them. 

I just baTen't ~. I don't want ;rou to take 
the t1.ae e1 ther. It tbe President want a to eeod 
tor these tel1ove aDd I&J' •I want tt• • 0 .1:. If 
he doean•t. - v1ll ak.1p it. I will Just put 
it 1.n the cooler. Do ;rou agree with ae. 
Mr . Bane•' 

I do. ;rea. 

I just haTen't U.. to be rov1.ng with theae other 
depart•ut• to-r the President. Have ;rou -thing 

else' 

'l'hat ie all. 

Ye are at1.ll bolcUDg a nuaber of copies of Po!"twwe. 
Do ;rou }lave an:t 1dea ae to vbere ;rcu want the8 
to go. 

bold th ....... us ed up - I don't know 
Please •· .... 
how aan:t· 

Used up eTe~ ;roa bad. 

You d1dn •t baTe enough. d1d ;rou' 
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a..noa: 

B.LJr: 

R.I • .Jr: 

J'oler: 

J'olq: 

B.lf.J'r: 

Ge.doa: 

B.lf.J'r: 

B.X.Jr: 

B.lf.Jr: 
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I._.-.._ ..a11u II& Qa~ ..._ tta1a 
•me~, .. ~ .. • ..a • "'-· .... ~- ........ . 
,_ -· •· ~ • ..a be 1a teJH'IC alloa& 
J 71!7· 

11aYe w -s U.. &o 0. ' wt 

llo0 I tM• ..-• 

... n- &o ODe! w &114 t1Ye &o Blrt&erwor&h. 

.. &1' & &a p& - - .. of U. he•ber le.ae, 

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

.. -·~ P' 87 - at either; bR .. _,, ..... 
1t I ; lat... -.t ... ,.0. tloiag ld.tb ~t 

~ ~ w Jte4 Ulat - ..... OIP7 to the 
• • of u.e WQa &11111 .._. c • nee. 11ow 1t 

--' &o do the-- "''• 1a tha lleaate .... 
.. p& crrwr there .. llaYea1 t 0 

.,. ooplee. 

&Jq .,, .. u-. Jlerber&t 

llo. a.t I w a 11~ 1a cto.M u to .._, J'01l 
-'> &o tiD aW the ftaMltaaUOD ..... •terlal 
that Ban) &en_, &a - abowt the other di!J'. I 
J8d -=-·~ qw1te sr-I' it. 

~. 1f ... 1) wUl.- 1a at 10:25 aJI4 U.D lt 
,_ - 1a a& 10:10 I _. &a .tart - lt, aa4 
1 ..- ._ hH1al4 1wre too. 'bllt at 10: )0 • ...... 
7w ~,.. •' 10:10 ..a. 8art7. 1 ~ ,_ 1a n .... 
......-. ' • of u.e. Arall1a at 10:JO &1111 la ... .., ..... , 
h•'r 1a ..... 

... 'r d 10::JO. O.L 

, .. U'IC nn' 'd) 
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.... ., ... U8 

.............. 
I .. ta·'M'• eel• d • _, 

... '~'-~' 2 7 .... 

I IJRP 1a I I .. to u. ftehUt_U_ ..... 

wlald I " gM 7• IIZP* lDe te ••· 

Mp ~7-o 

Ia e1a17 of \be ""-~· 

!1 r »e Gtas w ..... liiJ, 

071-.. ......... . 
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~ • .,..- Scat.oT !b:ltley t 

1t1 st~t.ion bu bMl> called :, :aa 

·­... 

134 
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., Mar ... -.-. 

I .. .-lNIIIc MPl•• oZ If l e\wr• w a-wn 

.. I ' I ... IMI• Ia ......... \0 \M A.a'bU.laU.. ..... 

no... ~ ~ oZ 1a\enft "' ,.,... 

••· awell ~·· 

... AlMa '· ~If • ................. 

~ 15 .!. ... 
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., .... a.., .. 
Ae per our ~ .. t 1 eo ... ~ 

uoa. 1 - aa "• •- t col~ a 
pbotQe'-Uo OON of ._ lM&ao *l. 
1 -l'NII hoe lloclll• 1 ' s;o • 

... , ... :a, . 

lloao t.lblll W. ,..J., t 
UsUo4 • ._ ... ._._ 

13G 
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?:! I!r:ADLID lllnJ!.ISI, 
=~·1· r cbl'l.lll17 9, 1939. 

Proaa Service 
l!o. 16-34 
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S~erct:>r7 llorgent bt-.u tocLv ""'-A!c nubUcr tbo ! ollowln& cxehengo o! co~ 

~c:-.cc with Sen.-. tor Bcnr7 Cebct Lodge, J r ., c! llnaSACm aot ta: 

tl!lln:D S'!.USS Si:!I.U'Z 
Col!:lli t t eo CD l'iD:1DCO 

l!oncrablo ilo!U')' llo rgcn tbt.u , Jr. , 
Soerct nr,r of t ho Tronsur,r, 
l eshln&ton, D.O. . 

~ Kr. Secrotor,r: 

r obruaz7 2, 1939. 

OD P"flO 1410 of tbo Cotb"r'Csaicnal a ccord for Job= 1, 
Scnt.tor &rltlO)' 1a quo tod as f allows: 

•I UDdorst!'llld tbet t be ot.-.blllaation tun4 bns 
boon uood in such " wq ao to IICko c p r afl t to tho 
J.aoriea1 b'cllSIU7 of ~thil\0 Ulto $12.ooo.ooo.• 

l oul4 rou bo oo Jr:illd aa to t all eo wilctbar Senator Be.11<lc;r1
• undor­

at~.ndin& 1o correct rmd, if so , bow thl. o prcflt wc.o roalllodt 

'11th lr:iod r e&r.rda, I r~. 

Siocerel;r yours, 

(Slpd) B. 0. LOllOI, JK, 
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ornee ot the Seere\U7 J ebru.aJ7 8 , 1939. 

ll[ dcr.r Sonn.tor: 

In rcpl7 to your lett er of J obi'UCJ7 2, ln which. you all< for lnto=atlon 

rlth l'C«rrd to tho atnbllhaUon t'and, I :. nlcascd to l!drloo 70U na follows: 

1. !lot aa <'. p=t of the Jli1.''110ac f'or which the otnbllhntlon fund =• 
e=tcd by the J.ct of Con~oa ( the Cold lleoorTe J.ct, ~proved Jnnua17 30, 1934) 

ht '" on incident to Ha opcruU on, tbo t'und hll8 lnc:roaacd b)' npprox1aetcl7 

n2.ooo.ooo. 
2. Whi lo tbc Congroaa ~proprl:Jtod $2,000,000 ,000 aa a atabllhntlon 

ru:.~, o!ll;v ono-t cnth of th:lt a<:OW>t, · $200,000,000, has been uood aa a worldQl 

rurn. 

3. Since 1 ta creation, t ho f u!ld baa boon oporatod, ao apocitiod b;v \be 

.t.ct, under t ho dlroction of tbc Scer ot!U')' of the '1'roaoUJ7 nnd w1 tb tho oppro'l'lll 

or the Prcaidcnt. 

4. It baa been emplo7ed for t he purpoao speelflcelly otntod ln tho J.ct, 

•bicl! !a th..".t ot •otabilh lnc the e xcln.llgo Yalue ot tho dollar. • I n lh odalnio­

lr:>tlon nll of tho .t.ct ' • prortsiono heYe beon aoat acrupulouol7 followed, bot h 

b letter am ln spirit . 

S. Tbc tu.lld baa not b""" e"''loyed f or 8J>;f nurpose, end it hna not boell 

Gp4rated ln 0"7 wq, dlrectlJ or tndlr ectlJ, for 8J>;f other obJect or to effect 

1:>1 otbor purpose tb.tu1 that sta ted 1n tbe .t.ct. 

n,., &norablc l!anr, Cnbot ~. lr. , 

Uni t ed Statoo Sencte. 

Slneorol7, 

(Sl&:~~cd) Bllll!1' lo'OIII:im'lWJ • JR. 

Secreter;r ot the 'PreaaurJ• 
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., c!Mr ~~--· 
I - 111'1\ie,; to a*-»qe ,....1pt ot yow l ehar c, f 

,.bNU)' a&ta. 1Ja Whlell ,....,..,..t y ..... 1.Dqi>J.r7 .. to- c. 
tu.ooo.ooo prot1t 1a u. ~1U•t1= t'lm4 ... ~ 

I ... clo..bl)< 1a ernr 1Ja rq le"-r ot ,....._,. z:lft ll' 

~39 

I • uee4 TW to ... u .... tMt -:1 ta1lllft to ~- ,_ U. ~ 

t1CIIl you .......... Mle)¥ to rq ... M I'U ~Uet -t :r-
WN etlll a ...aber ot U. lezate c-it- ... k He,; - c..r­

....,•T• I -u not ,1.,. ,_ - ~the ~ to ,...r 

'F••ti cm 'Ill~ ... uupa""' tae -.ti.-..;r &lc 1 ; t t. 

eupply to the ..,p...,r1at. ~"-- et tM - .- s-t:e. 

fo clo eo. I tb.Uik. -.14 be a 41-uri~Ny to 1Mrth -~ 

I la'N DO doubt taat U. • ....._.. ot rq -~ ._ 

t on ti.M ~~ will :..- aft.1labl • 1Ja - ...,.. to 

all -.ben 11ot1o ot U. '-at. _. et ta. s--. U ,_ are 

la cloubt tMt u. ..-•t1cm or ...-u- .,_ wiu to .., will 'lie 

put to • 1a U. ~~ ~. a;r 1 .....,..t '-lid U. 

Chai,... • ot-Mr t '" ot u. c-1"-e • - Hns ...t Cilr-

....,ey •ulcl 4oubtleae ~ ,..1-. 'Ill~ to ..... 1.,. 10= ~--t1za. 

as.-rel.7 ,....,.. 

~ et - 1'1 • '¥• 

Tbe ..._bla 8lu)' Ca- Looqe. Jr •• 

UIU~ lte- '-'-• 
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WF WW IOfC. D.C. 

J'ebruary 24, 1939 

Honorable Henl:7 llorgentllau, 1r. 
Seeretar.r or the Treeaury 
•eahl~, D. C. 

Dear lfr. Secretary: 

I llaYe you.r let hr or February 23 
regazd1l1g IV qo.eetion to JOU aa to bow the 
$12,000,000 protit ill the etahUization tlmd 
11ae etree\ed. 

I DOte that 70\1 do oot llllswel' this 
question il1 your letter on t he pooU11d tbet 
I am a aaaber of the Senate Committee on 
i>anld~ and Currency , e.od tbat thererore I 
should as« JOU those questions in camal ttee. 

~ I t ell 70u that 70u are u errol'? 
I .,. not a a..t>er or the Bacldng and Cu.r~"Y 
ec-1 ttee. I , tbererore, once age111 reqo.eet 
JOU to .....swer this ai:llple queetio11 wblch is 
or intererl , not onl7 to ••· but to the k1e..'"i.call 
people. 

S1ncerel7 7011-._, 

140 
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Jlr deu' ... \oM 

t bet; \o ukaowledp 1111~ ot-,- lett.r ot '*-I 17, 

10)90 N klac rtw t'laMber ~at-uca •UIII r<M « \ \o \be • tatd.UMU oe 

l'alo 

o.. '•~ e, 1939, I tllnl1-.. J"''G c.nau w-uca Tela~ 

lq \4 \lae et.bU1MUaa 111M 1a ...,.q \o 70= lett.r or f *C&il7 2. 

a-tor ,...,_ber,, U9111C ned U. ' · cr ot lett&.-. be~ •• 

oro\e \o ..... ~ 14, 19)9, •*' nc tlddlu-1 ~u- da 

reo.,.e\ to \be ata llllH..Uoe tiiBd. 

u ,_ --., \M s-te Ccr.J:dt.t.e ..... .,,. ....s CQne:~aJ, or 

lead U.. pollen <a!er U. e\ebUisaUca r-..1. I &UIODe ~t U.\ 

Co-:rl t\ee rll.l MU IM&r1JI.,;a • \be bUl u \be ..:- f'lltl:lre. 1:. 

Prnlteo\ u. ~ \be s--., ... I a..- ed'l1..le4 \be lenUac _. 

o.n--, Couit.*o Uaa\ tJM a-.t&1'7' of tile 1:J I "'7 &Jill 0~ n>po" .. 

-·~u- ot Ute ~ ~ w1.U '- -.u.l:la \o .u.-

•UII \11&\ c-1\t-- pro~ nla'*-1 .. ..- tact•t.Uca. ~ 

lloauclo 1 .. u...,. cle4 \o ·~ 1a -IUS] I 
.sa -•t•1na 

.r C<>qr- _,..,.. att..U.. 1'1 ' ,.u., l\ - .. - .. , 

U.. ·~PI'OIII"late U.. ..,. pl.ace '- 1 ,,,,_ ~ ,_ _. ,.,. 

!41 

-
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IE. ._.,. C:.loft ....... h •• 

Qat\M S\&W ! toe. 

-·-
142 
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llar1•- 143 
BUice U.. at.t."C'""d are U.. 1DU1alecl carbo•• 

1 Ul1111< t.hq abd. lte plaoecl w1 Ul ree \ of \M 
file. '1111 JOU pl- t.ab oar• of '!Ma f or •T 
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FE.BU &I 

1a u. " m o1 s. • ... , =au" .. , '"' 
• 

Tov e•--''•eet.Ul• wUl t. _,,.. w -

{5~~\ Jolla • • ~ 
~ ... -.. . 

...... s-etal7 el ... flounrJ. 

JlorsmN• 1. c • ..,._, h., 

• 

! 44 
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...,~1 ... ~. •••J 
WI II M en 

• S' &7 , LC. 

n t'n ~ .. , en , ~ro. 
II OWl)~ tM ~ ) 
~.n.c. 

n.r ... , a' I* 

aa ... •••• be a..t.s. 1 ftDd .,.. ~ ~ ,...._, s • a rae ., 
cr-J' -,.. ~ :!*-) 2. 

I ..U ~ oaU 7fJ1ttr 
at;~ tiD tM f.-\ .,._ 1Jl fl/1 ldW I...,..,.. • uu-~ u. au,.eoo,oao. 
JII'Cift\ - aft~ ... 

y_.. of hia -J S cSoN DOt 

cl• - u.s. Ww t"• 

If • ,...0\ a.. -- ...... ..u\ 
---~ - 1a pri.zli t.o u.. ~ 
• ; ' '!\ of u. r..n 

I_,.,_wUl W.. 
a u .. ~I ~~.e~.,..t.~ 
t.- • u. a-rs- : r'• 

c-.> a. c......,.,~~"· 

.. c.~.~· 
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Honorable Henry MorgeDthau, :rr. 
Secretery ot the 'rreaaur)' 
Washington, D. c. 

Dear llr. Secreta%7: 

On fll1 return trooa Boa ton , I tind 
your letter of l'ebrnary 8 regerdlng r:z:t 
query to you ot l'ebrv.ary 2. 

I -..u1d ftspecttull;f cell your 
attention to the tact that 1n r:z:t letter 
I aal<ed you to tell .., how the t12 ,000,000. 
profit waa effected. 

Toura or FebruArY 8 dooa not 
gl n me thl a intozmatlon. 

It a profit haa been JMde, what 
ham can there be in g1 rlng to t be people 
a poat-a11d1 t or the t'lmdt 

I hope you will an.ner thle 
question which I t !J.lnt h of great lapor­
tance to the Msric&n people. 

Tery alneeralr yours, 

L/h 
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P'e11ftar7 1, 1~9. 

11 dear Scatort 

In HP17 to TllC.r lnUr of 1 •"llra.ar7 2 1a ell1 eb ,_ ut 

ror 1n!oraat1on nth Heard to th• rt&b1.llutl011 t'IIDd, I • 

~unci to a4Tise J'Oil u f:ll.l-a 

1. Wot •• a ~ o~ the iJIIZ1?0M tor 'lllhicb the 

subUhat101l t'lmc1 ._. e:r-t.ec! • the AC't of Caacre•• (~ ~ 

E.enrn .Act, •P:il~e4 ZaatDZ7 !0, ~) but u m 1nC1._t to 

Us operat1011, tbe tuD4 b.aa ~ b:J ap?J'OXl.utel.T 

$12,ooo,ooo. 

2. lihUe the CQacre.. ~jl%'0pri.atecl $a,OOO 000 000 u 

a sub1llaat101l t'UDd, OG17 -'-~ or tta~t lelUIIt, iiOO,ooo,ooo, 
hu 'bMD used u a •rld.ac r..t. 

3 . S1Dc:e 1ta a.atioo. tb• ~ bAa ~ o.,eratecl, u 

IJI"1!1ed by tbe Ac:t0 aDdU the ~- ~ the ~tL-y or 
the Tl"ea81117 mcS rl th the ap~ :1! tb• Predclct. 

4. a bu 'beC1 ~oywc: r:ar the ;JIIIr,)OS« •;>K1.t1c:.&l.l7 

suted 1D tbe .t.c:t, whl.cb 1s that of •nab1.1.1&1Dc Ut• ach•'lle 

nlue or tba dollar.• Ia 1ts ...,.snre.u:e all o! tb• AC"t'• 
;u'Ortsion.a baTe 'beC1 -u sC2'1l;JIU~ tollowoed, both 1.D l atter 

!!I.e! 1n a p11·1t. 

5 . the t\md baa -t 'beom ~ tor llillr!l ;JIU;IOM, 

me! 1t hu not 'beC1 operated 1n .:q ..;,, cl1rec:~ o.r ~7• 

!Gr &r\7 otber obJect o.r to et"f&C't Cf7 ot:ber p!lrpOH the tbat 

rt& ted 1a the AC't. 

l'he a-rable B.u'7 C&~ ~·• Jr., 

OIUted State• a-.aw. 
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CC M II& OM ........ 

CO PY 

&aGonble 11eD.r7 lilorgentbeu , Jr. 
Secrete.J:7 ot the T-..ur)' , 
~. D. C. 

iebruar,r 2, 19~9. 

oa pe.ee 14.10 ot t be CoDgeee10D&l Recon1 
tor Fetm.17 1 , Sellator Barl<le7 1a q1.10ted u 
tollowa: -

"1 vadereted tbet t be ateb1l1zat1on 
toad baa beea uae4 1ll ... eh a W117 aa t o llake a 
~\ to t he liaer1ee Trea81U')' ot -•thing like 
$12 ,000 ,ooo •• 

llou.ld 70U be eo k11ld ea to t ell me whether 
S..tor Ba.r1<1117' a Ullderetanding 1a correot and, 1r 
eo, ~ thia profit was reelized? 

'lUll lt1nd regards, I r .aill, 

S11leerel7 70Ul'", 

B.C. Lodge, Jr• 

L/b 
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!!y dear Senator : 

T>U : SEC:IUTAIIlY OF" THE TIU.ASURY 

WA. H I NOTON 

February 8, 1939. 

149 

In repl y to your letter of February 2, in which you ask 
~or tnforoation with regard to the stabilization fund , I am 
?leased to advise you as follows: 

' . 
" · Since its cr~ation 1 ~ tl\e Aot of Cungx ess ( the'"'1lO'ld 

ae~erv6 oct , appPQ• aa fanHa~y i O, 19c4)~he fund has been 
o?erated, as specLfied}by the Act, unde the direction of 
the S~cretary of thej"'r~asury and with the apJ)roval of the 
!'resicent. 

).f.u It has been employed for the purpose specifically 
stated in the Act, which is that of •stabilizing the ex­
chnnge value of the dollar. • In its administration all of 
the Act•s provis i ons have been most scrupulously followed, 
both in l etter and 1n spirit. 

/It The fund has not been employed for any purpose, 
and it has not been operated in any way, directly or 
L~directly, ror any other object or to effect any other 
;ur;>ose than that stated in the Act. 

1-A'. Wb.Ue t he Congress appropria ted ~2,000,000,000 as 

( 
e st abilizati on fwld, only one-tenth of that amount , 
~~oo,ooo,ooo, bas been ~ as a working fund . 

s. !lot as a par purpose for which the fund 
e:-:ists, 'but as an inCi~>ifto its oper ation, it bas aeetiiBl! 
bted.~ pxofi~ The am of $12, 000, 000, which you mention 
in your let ter as the . oort profit, is approximately 
corr ect . - \ 

':be Honorable Henry Cabot Lodge, Jr., 

United States Senate. 
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----- _.-. ... ..... ..-. .. -. ..... _... .. .. ____ .. ... 
---·~-- __ .,.,,, ____ _ 

---­.... _... .......... 

:>onorn"ele i!llnr;r ~rgen~ha.U. Jr. , 
$4-er' ~r..r:-" o! t h,.. 'l'reas'J..r"Y, 
~a~~~Qn. D. C. 

·~ ., 

Yeb~ 8 , 19:i9. 

lrUl you be r;-...0.:. e:.ouo;!l ~o 3'\rlae :oe l!.& to t!>e statu 
o~ our atl!.bilhl\tion f"anli at :!le ~ce:>t t i:Je, "'""""~ oi a.:»un:s 
"l!t11!.:ed, ti2 :>i ut!!imt!.o:: , .P'U%'?0•• o! ut1li:ati~ , ate . 

Titore ~V>.! been so ~ c\ 3teoenta r:l'\de &-bent t~ stat~ 
o! l.lill" etl\b111zatio!l !'tmt!. f'r-oc ti."le t o t 1~, ~~ :lO ~7 il:.~!ea 
nbol!t ita nr e aent ate.~e t:U.t I :>!>ould l i.Jo:D to be Rd .. ised relative 
to the e...,& , Nld will tllanr. you ~or t he 1n:f"ormt1on . 
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!CR !lt::&DIATE IUlLEASll, 
!bur&dty, robruney 9, 1939. 

l nehington 

ProS& Service 
No. 16-34 

!52 

Sccrotnry llorgonth&u todl\T modo publ1Q tho following oxchan&c of corre>-

S1>0Mcocc with Scn..">tor Benr-J Ce.bot Lodge, J r. , of llnuacbu.aotta : 

UNITED STAT!S SENAn 
Comzdttco on r incnco 

J!onorablo Henry llo rgon th&u, Jr. , 
Socrotnr,y of tho Treasury , 
lcehi~,gton, D.C. 

Do~ llr. Socrctnry; 

7 obrua.ry 2, 1939. 

On pngo 1410 of tho Congroeeional Rocord for Fob~Y 1, 
Scnntor Barkley is quoted ns f ollowa: 

• I understand tbct the stnbi1izat1on fund has 
boon uocd in such a we::~ as to ll8lco a p r o!i t to the 
.boriccn Treasury of something like $12,000 ,000· • 

l ould rou bo 110 kind. 0 8 to t oll UIO wbo thor Sonntor 111\rtc.lcy'• Ull4cl'­
ltc.rul1ng is correct and , if 80 , bow thU profit woe r eoli zodT 

1 1th ldnd regr.rda, I retlllin , 

Sincerely 1cure , 

(Signed) B. C. LODGE, JR, 
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Office of the Secretary 

II; doer Scnntor: 

- 2 -

'l'IU:ASOR y DIP A.ll'l'lllll'l' 
11 aehi ngton 

153 

Jebruar,v 8, 1939, 

In reply' to your let tor of J obruary a. in which. you aak for information 

nth rO{;rrd to t ho atnb1l1zat1on fUnd, I ""' n loaaod to ~.dviso 7"" no follows: 

1. !lot a a n port of tho p~poeo for which the atnbilhntion fund wo.a 

croatod by the Act of Congroeo (the Gold Roaerve Act , "P!'rovod January 30, 1934) 

but ru Ill\ incident to its oporction, tho l\1nd hoe incr~aeod by o.pproxicntoly 

$12,000 .000. 

2. While tho Oongroea appropriotod $2,000 ,000 ,000 ce a atab111znt1on 

fund, only ono-tonth of that amount, ·$200,000 ,000, baa boon ueod aa a working 

lUnd, 

3. Since ita eront ion, the fund baa been oporntod , aa specified by the 

.Let, under tho direction of tho See rotary of tho 'l'roaa~y Md with tho q>proval 

or tho Proeidont. 

4. It baa been OCJPloyed for the purpose opeeificolly ota tod in the .Act, 

•hieh i s thnt of "stabilizing t ho e xebe.tl&O val.uo of tho dollar. • In its odain1o­

trat1on nll of tho Act ' • proviaiona heve been moat scrupulously followed, both 

!o letter cnd in spirit. 

5. 'l'ho fund hea not been OIDJ)loyod for any purpooe , and it hno not been 

operated in ney we;r, directly or indirectly, for 8JJ:1 other object or to effect 

4!J:f otbar purpose thM that otated in the J.ct. 

fho llonorable Henry Cnbot Lodge, Jr., 

Unitod States Sonnto. 

Sincerely, 

(Signod) IIENR1' WB:IDITRAU, JR. 

Secretary of the 'l'reaeury. 

-oOo-
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)b" ..,. ._tor. 
1 • ft1.tb& to .--~o~•• ......,,. ot ~ ~r ot 

,.._,. u~ 1a e l oll ~ "r.r to t ile .r.r ,.nt_ -
~ w. ..UUU.U• ,_. e1oll .,.. oo*l_. 1a 1tiV 

lol"-r ot • ....._,. 1M. _. .- 11 J -w •• •r *­

•ootlea 11-.,. ,.,.. wlaal__. to • ,._ J lfpool' ber.N tile 

·-··· c-1 ..... lallld•.: ... ~-
1 ... u be .... ..,. bi(!W w .. diS .......... 11\I.Ciu 11 1111117 

.,.. ......... too • ~ u. ce8\1.-.. 
IS..."ly Y"""• 

no "r,....lll.......,. a. T ' , 111 

..,. ... Ita._ ...... 
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BoDo Bar)' Marccthau, Jr., 
S.creta17 ot the 'l'r~, 
~ugto~~o D. C. 

IICr dear ll.r. Secreta17' 

!hl.e will rep}Jr to your letter ot lebl'llal'7 23r4. 

1 regret to NO' that it ie d.eol~ incoDCluaiTe. 
1 do DOt btlppeD to be a .-be' ot Suaie eo-J.ttee 

011 :JeDiciug d Oart.aq. !beret ore, 1 ehall »t 
be p81'111i tied the priYilt£8 ot Joillhg ill your e:r­

•1D&iioD. wt:e11 you appear ae a witD&oe. But JOU 

tall • that I ~Nat depllll411p0D theM ~e tor 
all ot w:r ioto=aUoDo You ere UD.qQoeetloD&II}Jr e.r 
titled to tak8 tbie poeitiODo I COD.tUt IIQ'Ielf, 
thereton, with OJIII fUrther illqulry tor the u .. 
bet ~~e. 

'CII:IUr date of .hlmla17 14th, I uka4 JOU tour epec-

1t1o qa.eUou r~ the 8tab1lisationlull.4. 

a I to Wldarotalld trca rour letter ot lfihrD&rT 23rd 

that r ou will ..,__. th- qa.etiou 1t .uattted to 

TOU w!>al1 JOU IIJPBel' before the SeMte ....,HJIC ellll 

Ou.rrenq ()oadtteet 
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l1r clo&r s. .. \or ' 

hf~rence 1.1 - do to J OTU l etter o~ 7obr·~r,- ll., l J)?, 11> Wlti dl 

yoc •tk a .,_-.ber or q•at.l Otuil with T·eti~Ct t.o t :M at&_bills.t l.oa. " T.J.ld • 

Is :-ou kao-• b • ~~t• C~ttee on Bt10::1Di ;.~ "~._: .. c:r r.a 

w 'ore U. !or .,.. .. idc'e\J.oa a UU to Utel'id t '-a 1-(Y.Hcr," cz::i€7 t -• 

•tA~Utut.ton f'md •nd I u ..- \ bot. that co-~tt...a _...ll ~ ~...-1~• 

"" t.w ~Ul in \he .._.. rutura. The l'l" .. t<l•~t '<&• o.CTi M<I Lw SeDate 

ell! 1 ll.tn alt'I'1MCI the S.n~i:>t a nd Curraut:.7 C'ooa.• Ute• t!:. t ~ ::ec:r.­

t.uy or t~• ~ • nr:l ot h.• r repr taentc t 1vu o' t o Ttea•07 ila~ 

,.,.,\ w.U ba aTa Uabl• to d\aou.sa a 1tb tbn t c:or.:-.1\ t.<a t~e ;u-o.lc-.:. ra-

lat1~ t o well l.eeiala\1ot .. 

.Ut~ l 1 &II alJM.Ta c lad \o d iaeW& 1D COr:"e ' "':><!aJ>Ce 1<~ Ul 

-c-. ':era o• Co~reJ:a ,.ttera at• act lr« Tra••ur pol1C7 , ! t. H t " : c :>a 

t'la t tt:. a:>:-ro;aioa.t.a t.t=- •nd ;>lace \o eooa1da r , -otloas ;r011 ~ ..,." 

• 1L'I rea ..,t. to tM at.et U U atioa rw.d 1• at t.hr c<l..Ut t<a ::..-r!-c•• 

!loB. &r-thv B. f a ad• darc• 

OIUW S\at.M .._.._. 

Sl ncer eJs 70~, 
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:n ••=c..~ 

h bTVAJ'7 23, 1939. 

Sonorable l:lenry llorgent~. ~r. , 
S..:retar)' of tbot !'NaWJ')', 
lu~W~~:ton , D. c. 

I ahall u-atly appreciate an anaftr t o ~ l etter 
~ ~ 14t h at rour aarl1eat cooft1>111DC• · 

lith .,.... personal regard• aDd beet wiahea . 

CordiallY and rat thfullr. 
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E:::>:-a~le £en:; llo!"genthau , h ., 

Secre ~tUT of t.t.e Trea sury , 

fao ~~'ton , D. c. 

l:.j.- t e!l.!" lLr. Secre t a.ry: 

--....... ___ _ 
re~ !4, :LSZS, 

I ~'"' been r el!'l i ng your correo~r..ce rl t~ Se:::a~~ L:>Q(;e. 

=-~• ~e at: ll ~cain certain fUM2l2l>tal ; ..,..otloz:s !"et,-.arUi nc; t he 

•s tabil1%&ti on :Fund• whic h aeea tc b-~ n:::1~17 '::!l&l:.S1fered . 

l ~ ve n? dou'!>t that t he J'uDd bao O.e::. prortc ently """'%--..!. and 

r.:;a prO<iuceO. pro!H. llleithu haTe I -=;; t~t uat in t he 

.t.::.i::htr&tion of tbo J'uDd both the le t t er ...,.; \La spirit of t he 

h • h:lve been scru!)Ulouol.y oboel'Ted. ?<:It ~. atUl leavu 

TiC.e o~n certain other pha&ea o ! t:A ?o~le:. - ..,.; particularly 

,:,e ?O•tihle bearln« •:.J.ch t ile "Stal>t:i:aU~= :i't:nC." cl:;ht have 

•~>n o~ r elat i onshi p to forei~ wars. 

I a:;, not cle&r •bather une..r ;he •sec--ec; e:.~s:ae• ri tl. whl.ch t~.is 

h• is ~ortun&tel.y shr~ed, l ""' o::t~ ~let , , aak l.!:e !'ollowinc; 

:~~r tions. I aa clear, 2loaTer. tt.a~ t.2 i.:l.!o~tion is highly 

i:.;>o~ tant to t he e4equate enli~i:tllll::liC;t c= ~u anc the country . 

l : :':)t !Lcoapa\l'bl e with your coJ>Cr,~ti= o! ~ pW>llc i nterest, 

! s>'lll "oe gl~ to hAn public an~er <> ~~ ! ollGril>;; -:uestiono. 

I '=> not a t t he CIOUnt ar~ t.l:a auito ~ e ...,r1to o! t he 

~~l,.~lonsllpa t !:.at '"I' or ,..,.Y 110t be lrr.3lnt. I &a 1nqu1r1."3 

•~l~l;y r eopectinc; c orr.>i bents ..,.; ~· il:e ~uestiona follow. 

1 . lo the GoTern:oent of tb e Unit«. Su us ".>%or il6""ne­

oent -d t h th e Gonn:M»ts o! ~~ 3r1 ta1.:1 a:><! 

:!'ranee t o suot.a1n the n.lue o! \~ 1':-eccl: fraz:.c 

all4 t he :Br itish poune 1:1 relau = ~ C:e r.>lue o! 

t he j;zriean doll&rl 

2. "lh'lt 1s t he nature '''"! .net o! ~s .._..,.....,t, 1! 

tm:l ana u tm:t 1a 1t ...-rl.lJ" reTOC:Ahle 1n tha 

en~ t t h.!> t NV of tJ;;e •• lil&tl=s ~ inTOlnci 1n 

ws.r! 

3. .lre t her e ~ ao:r-n ts o! this ~ p::eral 

nth aay other ! or•J.c::n .,over-...:>e:\sl 
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g,w.Jr. 

4 . Does the 'l'reaeury construe its authority uncl.er 
the •stabilization Jw>d" .let to include the 
power to deal w1 th war-ti,.. pro bleat of inter­
nntional exchal>ge preciael1 a• with pcace-tl.ae 
e.xchaJl&e w1 thout further inottuctiono !ron the 
Congreest 

I shall ;;rea tly llo!>J>X'eciate hearing ! r oD you a• aoon as "OOssi bl.e !.a 

r11,onae t o thie 1ne!uir7• 

71th aentimento of great respect, and with ~r~ peroonal re~• 
and boot wioheo, I beg to reoain, 

Cordially and fa1thfull1, 

!GO 

7 
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TREASURY DEPARTMENT 

DAft r•rmJ ~. 1"' 

lr. folel7 
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r "'tf 

3- r. ., of SolrUl Caral1aa. 

3..- L 3 tt 'of &ll.l.l•ll'_._ 

J.ba B • ..._ ~ Col.aredo. 

rr..ts.e L ..._of ti~· 

zoa.. L .,, , .. t4 ........, ••• .. ,,, 
z ... G. ~~--··t.. Zr. • fll DDeel''--•· 

So' L J.. ~ of cai.o. 
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TREASURY DEPARTMENT 

....... :r......, •. Ulll 

7 p a( Mw htw ' serrtv •m·• 

for tap t P'Eie' '"IMl'l 11 - •· tf" 

Prl.D.cipal t•tun of \he co••• m\ aec .. rU7 ..n.t Mrtnc 1M Jan 

two weea no the\ ot q'lde\aeu aw1Uac \lie new qaa.r\ftl7 n •• 

Prieeo 1:10ved w1UU. a~ ... v. ~ w.. 1liUdl. bnw c)...., 
otead1l7 oi:oce la1\ •CI'I'-"r and. are at ,_rd. b1c)11ewb, ,..... a D7 

Up l to 4/32:tlda O'fU \lie Wo WIK perio4. !reallllr7 110\eto WCW a U 7 

unc:l:an&ed on a•caca u4 paru\Mol iiAeo were ~ •1.1&:\11" M---!t.­

c.arlcet ahow:ed a ttm w-e coa\1m1Dul7, with llo.t ~' w:rtatt.a boa 

~ to daJ'. !he 'rl&hta• .re DOW C!QO\ed a\ 1 poiJlt 1JJ/'J2:1Aa ~ a&oN 

I •no )'1dd.1 loae1a ad are •a obi\ 1A • -·•, al\hcoach \he ~ 1.1 ~ta. 

!t'ltltp 1 lprVglJ.ot 

Tbere waa 110 d&Blfloa.' cbaAp lll Ualen' J:ao141.Jip....,... ~ bee 1 

period. endiDC J'ell~ 315\h ou.r \boll 1J1.CnaaM u 110\e 1oo1ewp. •­

uncier 0111 7e&r 1AcreaMd. allooa\ ta .UU• wbil• 1 \o 5 .,..r _._ lW 

about $'7 m.1u011 • D.Uan coa~ ~""'' \be p.nM tie llol.& nlatl'IOII7 

few bond.a •d. a\ \he c1oe• Sa\ariaT abowed. a ..U Mart Jlll'd"-
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, , .,11. 0! opee1al 1Aar .. t, ...u.ro.4 boD4a aho-.4 ccul derable atracl.beD­

!..o& O.-i.a& the l atter part of 1b put WMk. In Torlt C1 t.7 tract10D "bcmcla 

" " atroccer on tnorable .,... 1l1 ....,ar.!. to couol1c!at1on of ~ a,a~. 

frrsq lpntk"\ t csoupta 

:here ware no pa.rc:UMa cr aalu OJ: !Le lin Tor:.:. ur:.Ot tor 'freaso.r7 

!tn st;:;on t acco~mt <!ll rl 1>4 tho period le"bru.a1'7 13 t o 25 , 1939. ~ara ""• 

ho.-ner, innatz:enta in op«:1.al 2< !r'u811.17 notu to tho • ount of 

;7 ,500 ,000. $7 l!lllllon of thlo was ~o:- a ceocnt of Poatal Sa:rin&a S;ro t& 

Syat "" aperaUona ftra rourlctl<! t-o !ruCU%7 "bill r eplac .. en t a . 0! the 

;ss,aas,ooo ~~ "bllla -~ n thiJ> the leat two "'"• $90, 350,000 

no replaced nth nn o r =-ecn; YrlaS'!ll7 "billa and the "balance ot $!: ,535,000 

>"ith :-rea..._..,. no tu. In -tlc:~:;:a~= o! a ~7,638,000 •turtt7 on 

:tech l , • 7 ,0 90 ,000 nn !~ "bUls caturill6 ~ ~ were purchaaed. 
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TO 

Sul:ject: 

TREASURY DEPARTMENT 

INTER CWI'ICE C• X:•: ____ -=:A•"'llN 

::~~~"orgeate: 
/ ' 

The Bue . e es S1;ua~o= , 

ee~ end1ag Peb:n:,ar: c;, 1~3S --

• 

~,..~ -­_c o 

_ :=ue1:Je s s se:t~!:!.i • • ...:J. as bcn::ees e"tAt:!atlea 

sno11ed 1a:t:roveJient thle ~ • .,- .a eo~t !o=• are c!eTe2oc!.!:g 

se :!:ey often do J ust l:let'c~ e ~~=ee!! u-pt=. · 

( a ) 

(b ) 

( c ) 

(d) 

( e ) 

Stook o rtcea ?:"0~ t=e ~c t>-e ~C. ~-=­

~~cea or a redce~!~ ~ ~~ s~ee~ ~;e ~ T~~
 

war I"Ull!O!"S , ~r:l! re1l!.ee e!:ro-2l T ai tt.e e:X. c~ t.t.e 

l'feek. 

3ri t1sb. 1ndw;tr-1E.l e-:oc:t t:r-1ce!! r"Cse ::o !::!:<! -· re~ 

levels e1nce lAta"t ~.:..1 . d, a ceo~ t~ !'c=­

ooin1ons , !:ave ee~'t~a!:.eO e; :=.te:-~t,;~ "="== 
for the f irs; tae :.=. :--c yee~. 

Co111:1:od1 ty crt eel! c~=~e<! ~!:.e :'!,;e ~=- Las~ -u. 
-1 tl: llt!"Cne-er- ·~!;!s-::lee d ~::tens C:.e'l"el.a:: • e :.=. 
va r ious 1nd1rt~ ctAi::c•ti : ! es. ~· 1 ;;:1.~ ~ 

reached a new u-=: a:=.ce l.,at llove11!!er-. 'E:e ?~.t·c=:ti c! 

index or ret all c::'1.ee£ l • • :1K = :.=. :E.:~-,- ~=r- ~ 

ti r et U~:~~e et=e- J.~£"lst 1~37 -- -
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::e..-:-t.ng aertoua SUropean d!fticult1ee, the recovery 

::~.-e~nt aeems lftely to be reeUJDed shortly, though at a 

1lo•er ;:ace than laat f all . '!'he current trend o f buaine1111 

rc: 1vity, however, co~tiauea downward on a seasonally adJusted 

~Es!f. :1:e tenclenc7 of industrial production to lag in re­

£;:cr.t.!~ to u:1derl.y1.Dg bueineae factors may thererore result 

1o so~e !Urteer altgbt recession in t he adjusted FRB index. 

~e w~ng usually given 
before business decline 

~o t l:oee w::O !:ave been concerned over the business ou t-

:e~L. lt :u.y be e:1courag1ng to know that on t he bas1e of orevloue 

u;~r1er.ce a.r. Ur;;or:&nt: busi ness r ecession would seem to heve 

1 ~:- le poes ibL11ty of developing out or a situe tion like the 

~:-Hent o ne, except pertape as a result of extraneous influences. 

:~?Lin; over ~e baeineea trends since 1920, it will be round 

::a: a~le warning has been g iven previous to each or the f our 

! !':l1:les exce~ 1~ point s 1n the FRB index. A 15-coint de­

e:t:;e U: 19 J4 , !lowever, resulting le.rgely from the severe drought 

~:l :bEt year, was not p receded by t he usual maladjust ments. In 

:~: :as t l S years , oo othe r recessions worth mentioning have 

:c~~~d. wtt~ t~ oceeible exception or the 10-polnt setback 

i :l :~e ~ell or 19 27 which ecc ompenied the long shut-down of 

::a F~rd :.:Oto r Co=any. Judging from t r.is experience, a eub­

s: <:l - 1El reces Eion- :ay b e l ooked for only arter eeverel or t~e 

:ol:o~~ng situ£t1o~e bsve developed: 

(1) her. the !".:iB 1:1d e x bas material l y exceeded t h e b a elc 

de=nd ittdex; 

( 2) ~ae:l the !"'?.5 inde x bas materially exceeded t h e 

co:tll13er b~Ting index; 

(3) Tne:; tbe d urable goode produc t ion index has exceeded 

that of = n-durac le goode; 

(b. ) ~aen con~r buying hss tor s ome t i me exceeded i~a 

:lOr--&1 TelUlle 1n relation to national income (1nd1-

ca.~l.ng excessive credit ourchasee). 

,. ll'..::=al7 o r tl::e condl tiona which developed bef ore ee ch 

~ : :~ five recessions a1nce 1920 is given below: 

'9~24 Total decline in P'?ll index, 22 points. Prenoua 

--~ -- d d basic demand tor a number 

:~ t~& recession, production e xcee ~mum exceee of 13 coi:~ta; 

c: ::onthe the Ya3 l.ndex reaching a d b1 · 
!~~bl e ~ ~x reached 10 per cent above non- ura e, 

c:l::su;;er ~ng data cot a•a11able. 
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1929- 32 -- Total decline, 67 pointe. PreTious to ~. 

decline, production exceeded basic de&and t or a auaber o t 

:tonths, the J'RB index reaching a lllald.-.ua excess o t 15 oot:.u· 

durable goode production reached 14 oer cent aboTe ao~e· 

oroduotton somewhat exceeded ooneuaer bUJ" i ng. ' 

1933 -- Total decline, 28 point s , Prertous to th.is reees­

eton,-ehe FRB i ndex reached 17 points aboTe bas~c deaend , and 

lS point s above consumer buying indexes; con-r btQ-1q tar 

seve ral months exceeded i ta usual TOlume 1n relation t o 

nati onal income; no excess or durable goods produc;~o~. 

l.2l!!: -- Tot al decline , 15 pointe. The receedo~ 1D '!'t.e 

fall of th1a year was due l argel y t o the eeTere 15).b. dro~t. 

which curtailed the deMand t or automobiles, tar: equ!pae~t, 

et c. , and temporarily reduced the output or the stee2 , ac~o­

oobUe , a.nd textile industries. It was not orece4ec! 'l;y U:e 

usual maladJustments. 

,!937-38 -- Tot al decline, '+5 ooints. Prertous t c ~~~ 

~ecess 1on , production exceeded basic de~nd anc co~~r ~ 

for nearly a year, the FRB index reacting a ~ exee•s c~ 

9 oo1nts above basic demand and 13 points aboYe cons~r ~ 

indexes; consumer buying materiallY exceede~ i:~ u_~ ...-_:~ 

in reletion to nati onal i ncome; durable goods pro~ct1o~ 

reeched an excees of 15 per cent aboYe non-durabl e . ~ 

severity or the recessi on, however, can only partly be a~­

buted to these f act ors. 

Current basi c situation faTOreble 

~here does product ion stand no• i ::1 relaUon t c t=e t&sl.c 

i ndexes? Data Just comp i led tor January ( prel t -t r•r; ) a.~ 

shown 1n Chart 1. An analysi s of t he o::-esent po&U1cn o! 

i ndustry, ae ehown by these comparisons, proTidea stro=g ~ 

assurance against any seri ous recession denlop!llg tra.ll ;:::.e 

domest i c si tuation : 

(1) 

(2) 

Indust r ial producti on hsa exceeded o~ sl~;:y~T~: 

level of basl c demand, suggesting that , ~ t=e ~~e 

ot extraneous t orees, aD7 period ot btlsl.ne•!,. alae~~=-­

i ng is likel y to be no more exteas1Ye U:ar: ·~' 

early 1935 or early 1936. 

'rb!l index ot consu.er bUJ'lng (which hu b~ac ~::;..c 
uoward t or recent months ) re.l1&1DI ~r ~ 

production i ndex. 
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~ Yc:.~ ~ ~ o~rs 1s ~ e~ :c ..........-.--: 
-=~..,.x:U:L:el,y ,.. ... C'"'-=e:: lenl. c~ • -i¥~.---,.- ~ 
: !o:, an~ t~ ~-~~-~ ~~~. 

1-: ~oi! t~o::al. !4-:.e ~~ :~: ( a ) t~e eo~~ ::t:r-= 
i::l!ex l E a: &t:cl:::l a ::xn-..al leYel t:. :-~c:!.=. :c ~ 
l e Tel o~ !:.4~1o:::al. l.!:en=.e, ar.d ( l::) t'" .. t::rc-c~ -n =-~ 
.!::.ra'Cle gox.& ~-ro!::cUo;1 1e not excess:!.~" ~ =:norn 
:e!:t.; 2~ ~!"' c-e::: b.~low t=.et tc=- a.o::.-C:-a=:..e ~-.:.s ... 
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::.:nod7 '• pr1oa 1ndex baa rea.ct.d the h1gbut lenl eince 

: t tt .Sonsber. 81.1k po1oea 1A .._ Y.o4 I'OH thla weak ~ the 

~· ~es.t 1n 4 7eara, ao4 a1.1k n::.re. to the h1gbe.t 1o two 

:a:•• as deaa.od 1ocrea.eci tor the 1.1.ldte4 np~1ea aYallebla. 

'C11le the foreign copper dtllaUoa z he baf\rtah, the doaeauo 

!!T:lBt1on baa been atrenctbe.ae4 - - 1Aoreaae 1o doaeat1o 

= r;umpt1on to the btgbeat to~ al.llee October, tbe JartUUT 

~~~ or 57,615 tona repreee~~ a~ or 74 per cent oYer 

~:e:tber. ~I'OYecl :nzbber prl.eta btYe :oewl. ted 1n a 2i per 

: t>Lt mark-up on automobile tL.""'!a, e.lcl! ·caught tire dealers 

n c ebno~J low 1oYento~ ... 

Our weekl7 1odex or l1tll'f cm!L-a (~•rt 3) hea 1ncreaeed 

-;:, ~:be h1gbe et leYel o f tl::a Je&r, ~• ordere recovered 

~Ill t.he prertoue week ' • .. tbeek, &!14 o:'dere tor woolen goode 

£:-:,wen a seasonal aharp uptttrD.. 1!:oe :uerlted rtae 1n Allerioan 

W::o::-:e:~ orders w1ll donbtl.eae be 'te:II;I0%'8%'7, ae were e1a1lar up­

:-:L'"'Ds at this time in the ewo ~ Jeare. 

Ord.et'11 reported bJ U:e C:. S . ST.ee2 Corporat ion 1ncreaaecl 

1!.lE nek to 59 per cent ~ ca;:ad.¢7, Yh1ch comparee with 52 

;.;:- cent the prertoua neL. ~r:d&' 'Iii !'=II me recent trend of 

::-!.e N , tbe setback or l . l pc!.a>S:a 1D e-;eel opereUona th1a week 

: ::. £:l e Yerage o f 53· 7 per ce.ll't ~ ~e~ty is a tecpor&rJ deYelo>:>­

= t , d ue largel7 to reiblc:K o>:e~Uo.::.s 1ll tbe Detroit area. 

The trend or eteel ot~er5UO::S a.!.=e l.aat Jul:r (as wlll 

:O"e ::~oted 1o Chart 4) hae been Yer7 a1ll:1l.ar to that i n the year 

:.-_-.n"l1ng with JU17 1935· lA ~'t aea.ecn a etead7 upturn 1n 

neel O'P8rat1one 1th1ch ended ..r:l.J" 3.:2 December W&e followed b7 

£ ~r1od of hesitation d~ ~&::ar7 aDd Pebruary , a nd a 

~eYed r1ae 1n steel actlrtt7 ~-; =~:- waY dur1llg t he epr1ng. 

The New York T1.taea adJIU~ JMex declioed to 88.9 dur1.ng 

~ •eelt eDded J'ebruar7 l.l!, aa coq:a.re6 .. uh 89. 4 a week 

:u-l1er Lower 1Jidexea o:! aa:: olllle production and lUIIIber 

;_~inction largelJ accou:1tecl. :!or C. c!owntw'!l, w1Ul nnor orr­

~e'tt1ng changes in other oo~-~·-

ek ~ date on both auto1110b1le 

Por the followl.ag - • - t.e decl.1nea 1n the adJusted 

~ steel product.1on 1.0d1ca~• ~ ,. _, • ~.,., .. by labor 

:..» •··• bll o- _. :oe• 1- ~ .... , 
exes. - ·o80 e y•..-· .oal.d 1Dd1eate no change. 

!::'oublea, wbll.e eeaaoa.a1 t'actcra 
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GROUP MEETING 

p;l!SENT : 

S. K. Jr: 

The Secretary. 
Hr. Haas 
J.lr. Bell 
Hr. Hanes 
Hr. Kurphy 
Mr. Sel tzer 

:78 

February 27, 1939. 
11 :~ J.. M. 

Secretary 's Ott1oe. 

Before you came i n (addressing the reporter) 
I asked t hese gentlemen: 1 lfas there anybody 
that vanted to raise nev money 1n the next 
financing•. They all sai d 1 No 1 • Then I 
ea1d "The meeting wae adJourned•. 

(Keating concluded) 

Regraded Unclassified



HUJr: 
Joeeph 
ICennet\7: 

HUJr: 

IC: 

HUJr: 

IC: 

HUJr: 

J:: 

m.tJr: 

IC: 

HUJr: 

IC: 

lll&Jr: 

IC: 

HJ.IJr: 

K: 

Rl.L.Tr: 

K: 

HlJJr: 

K: 

llliJr: 

Hello. 

Hello, HeD17. 

Hello, Joe? 

How are you, boy? 

I '• t1.ne. 

That' e good. 

How are you? 

I' a t1ret rate. 

rebl'IIAr,T 27, 1Q3Q. 
10:15 •••• 

179 

Joe, the reason I 'a calling ie ~~~. we'Ye got to do 
a little t1.n&no1ng on the tirteenth ot U&roh. 

Yea. 

And I wondered it you wanted to go orr the beat then 
and tell me how thinge are looklng rrom now to then, 
it you eee any particularly black clouds. 

I don't eee any. B1ll Bullitt ie auch more bearish 
than I •· 

I' a not particularly bear111h. I don't think that &ll1-
th1ng 1e going to happen t or qu1te a tew monthe. 

For quite a raw aonthe? 

Yeah. 

Well that 1 e wh&t I wanted -- I mean I --

I Just bad lunch with -- here at the house here with 
Montague Nol'liAil· He' • Juet gone ott. 

Y .. ? 
And be doe en' t bel1en there ' • &Jl1th1ng tor eix aonthe. 

well I only need a oouple ot weelte -- t or rq -- t or 
th11 'particular purpo", but be doeen' t th1nlt &ll1thi.ng 
tor e1X aonthe? 
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I: 

;ruJr: 

I: 

:!UJr: 

I: 

;;].11 r : 

I : 

:!!!Jr : 

I: 

:ru.rr: 

I: 

Rl/Jr : 

I: 

~r: 

I: 

:!!!Jr: 

I : 

:!l!Jr: 

I: 

?!::Jr : 

I: 

-
-a-

Uaa\ -UUDs - Jut' .....__ 
bearish up \1ll '-h1 -•R- • ~ 'nl'7 
elec\10D - out. ot ~~._.-..· • Unl.e a.t\er \he Po?e'e 

Yea. 

Bu\ I -- I bad \he Depe.r'Went bare aeDd e lo tel 
~\~et.e Deper\llen\ and deUnred ~ L1.nd~ la~ 

Yee? 

!fen :rou seen '-he\? 

llo. 

Yel l, :rou be\ter aeod o~er end get that now. 

Yell, when - when d i d :rou •eDd 1t! 

I didn ' t. send 1\ . I bad t.he tarete;n otf1ee here eeod 
u. \o LUldNJ'. 

Yea. 

Br1llS1116 thea up-t.o-det.e on w!lat the:r t.J::.oqght ot the 
a1t.u.at.1on o Yer here. 

tlb.-huh. 

But. when I got here t.he.J bad t.o l:i ae ey~b.1.ag ... 
bearish, end I t oUDd out. "ha" t.hrJ' YU"en't bear1ah. 

!ba" the.r were • 

Yare not.. 

Yere not.. 

And then -- but. Bi ll Bu111tt 1• Yer.1 bearteh. 

Yell, I - I'·n got. e eel l 1A ror h1A next.. 

Yell :rou -- he 1an't. •• bearleh \hll! :JO:"ll1JJ;;, bu1. 
he • a' ret.her bear1eh aDd t,b\nk• ~ ..::1 be aoaet.h1AS 
ha;:~pen1116 aner t.he Po;>e • • elee"1on wh.l~ oash'- to be 
eo•ewlutre aroUDd t.h• aeYint.h o r !:SrclL. 

I aee . 

But. I d.on't. aee -- t.heN'Ii zu •191•• f'ar •• ~eae 
p:Lacee so. 
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!!llJl": 

I: 

!!:JJ'r: 

lt: 

:nJJr : 

I: 

I: 

:;u.rr: 

I: 

l!llJr: 

I: 

~r: 

!: 

Fll.IJr: 

!(; 

R!.!Jr: 

!( ; 

181 
- 3 -

IN~ ~ - \.h8re h a cable t.o L1 D4s.:7 troa hh 
OWD tareJ.e;l:l oN1ee• 

Froa 1.1 C: IIJ - t'roa hle :lwn t :lreign t~ L1.114aq wUll 
111e~J.ons t.:l dell'Ver 1\. to the ~At.e De~aeot 
'l'lla~ ~ 1D t.here OD Silt.~ , I ellould t.hl.Dk. . 

Yell, I ' ll ge~ 1~ . 

ADd 70U ongbt. t, re.-1 ~t, becauae thllt aete u off 
pre~ \.J' cll.at.uc~:q. &Dd rq laet two CAble a. 

ADd yara la£t. wha~! 

1%7 laat. t., eablee. 

Yoou- la.a"t. ~ cablee . I'll get all ot thea. 

ADd I' ll eeod y ou now the r eau.lt of ~ tal.k with 
5o~ aD! :!Ue - :!Ue talk wlth Schllellt. Th.le 1e con­
flde!l~ - ~~~ 18 a con.f1dent1al one , but I lllght 
Jws"t. tor y;m and tor Roe . 

Ali ~t ~n. I ' l l get. 1t. 

I ' ll ae:::d ~~ t.o you tliJ.e afternoon, but. rq -- rq 
teel..l.rr& 1.11, ~em'J', thAt. y ou're O.I. ~ln. 

0 14 ~ - - t.he laet. two or t.llree daJ'e over here, ~ 
teel!D6 eeea• t.o ha'Ve been a Uttle blt bet.t.er . 

Yell, r-:>= - y our a:;:>eeell on t.a.xee got. 11. 'VU'Y great 
;~l.a.r o..er are , aud the - - aud t he flnll:lclal depart.­
aeot.e ~ 1n the Loncbn city were all •er"Y - felt 
'n%7 ~ ab=t. reading U . 

Yell, I ~t a wondertu.l ;~laJ on 1t. onr here. 

You ~t. a b~ p laJ over here. I E'Ven m ow the seeret.an' 
o f ~ 11 now wr1t.1ng, I eee, aartng epeeellee . 

Yeah, l:.r • e - h e • a coae out. -

Y .. b., I see . Cr1pee! 

I-1-

I t. 'll'flrt ~er 'Ver"7 good, !!enr"7, c d 1t you c:c do 
t.1: 1

11115 
t.o keep t.he - eo that. n&r"7bod7 will get. r••ICU• 

r;?Od tar a Cil e, • e' l l be a ll r!.ght.. I t ' • - - eY~%'7-
bod7, 0~ coliMie, 1e a;~end 1n6 80re a oney than thq U 
e.er II;;Dlow, bat. I •u gl•e 7 ou • hat. lforaan aa1d . Re 
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;!W'r : 

I: 

!!l!Jr : 

I: 

E.Yr : 

I : 

I: 

!i!!Jr: 

I: 

"l!.Tr : 

I: 

182 

-.-
teela 'fler'7 aach llke you'•• aald tor \he laat. t.hree 
yeara. 

Yeah. 

But. 1t.' a been 1nt.ereet.1ng, and also h1a obeern.t1on1 
about. Gera&Z~~ are •er'7 pert1n en t. becauee he • e the 
on)J one that. g et.e 1 t d1reot. troa Schacht.. 

Rlght. . 

And the ?rlae 1Un11t.er t old h1a to tell me what. Schaoht. 
told h1a. 

Rlght . Well, I - t hat ' ll be nry helpt'ul and I' ll call 
up Yottat. and aek h1a t.o g1•e me the at.uft. 

Yeah, all rlgbt. You get thoae three t.elesr-aa, b ut. 
t.h ere'e not.h1ng new t.oda7 and I •~uld t.hlnk aleo .__ 
I '11 put 1D t.h1B wire that. I eend to y ou t.h1e atterno.Jn 
what. Schacht ea1d and -- wha t. -- wha t. Schacht and 
Norman eay, and they eee not.hlng 1n the t.:~ed1at.e 
future. 

Thank you eo muoh, J oe . 

G1•e ~ best t.o Johnn:f. 

I 1 1 1 d o tha t. . 

Al l rtght., Henry . 

Good bye. 

Good bye . 

Regraded Unclassified



?l!Jr: 
Allan 
Sproul: 

H!.tJ'r: 

S: 

ffi!Jr: 

S: 

:c!Jr: 

S: 

?JU'r: 

... 
~· 

:c!Jr: 

S: 

:ru.Tr: 

S: 

: 83 

Pe'truar7 27 , ~-
11:45 •.•. 

Hello. 

Hello, ur. Secretary. 

Row are J'OU? 

Fine. 

How doe& t he thing look t o J'OU? 

lfell, the t h ing, y ou know over the weekend - ~1!1-

callJ' on the question o r cash or DO cash --

Yeah. 

I would &ay -- ...V view, and t h e view here h t M t un­

less you need the cash tor t !:te n ext thrH ..,nt.hE o r 

want to sa1nta1n your working balance at n1gh level -­

~bet we better not go out tor eaeh, that t~~ ~ r~ 1t. 

~wever, t here ' & no question about 1t either -.y 

the t1nMc1ng can be d one. 

Well, we don ' t need the cash. We've go t a ll Ute C8$h 

we can poulblJ' use . 

Well, 1n those c1rc111:1stMces I would be ror do1.1lo;; an 

exchange operation, simply now, and doing ~e ea~ ? lue 

exch•nge 1n June. 

Yeah, I th1nlt you 're rlght. 'lfhat ' a 

-- cash or no cash? 

We ll , the market 18 divided on that. Soae ~ ~t 

J'OU are go l .ng to do eoae cash and otbera th1nk you're 

not. The opinion, I should say, or t h e -,Jo:t'-f h 

that J'OU ought t o d o caah or Jl.lBt on the bel!le - J'OU 

oU5ht to get cash when J'OU can - that you don 't kcow 

what the situation ie going t o be three =on~ rro. 

n ow. I th1nlt that ' a gotten t o be Juet ao:ae~ C:.e_T 

B&J' without thinking, -.yeelt. 

I see. 

Because you ha't'en ' t -- Just three .oaths t'roil! DOY or 

three weeks rrom now -- you ha't'en' t - this rear; sa! 

next year, and t he year after, and eo on to t.h1.alt about 

-- J'OU can' t Just be IIW&J'ed b,- what ..,- ha? pe:: 1n Ue 

- r ket nex t week or wh5 t eoaeone a1ght B&J' ahrQa:! nex t 

aonth. 
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!DLJ'r: 

s: 
HliJr: 

s: 

!ll!Jr: 

S: 

-.-
Well, ~ 1Dolllla~1oD 1a - I --·~ t.allr..t t.o 
people; I wlll 1.a a ~-~ tlnaiP _ -~ I~ owa 
1ncl1D1Jl8 ... ~ cau. • 

Well ~.ba'-' a ~ op~OD OD U . 

Well, w.ba~e-.er we 4o we'll kll u.e bo7a when I eee '-U. 
•'- tour o'clock. 

Pine . I '-hlDk Ul.a'-'ll &1'" U. a fPOd ·~ eo Ule:r'll 
s•'- ready ~or wb&u..er 1e ~'• 

A.n7'-hing doing 1n g:»Y~Jll. baada ~? 

llo, '-he:r're tlnl and 1.-;II"'nd altpU7 alnce Ula opeiWI!!o 
b u'- Ulere'e no'- a ere&'- ~eal 431Q&. 

l!llJ'r : JUgh t. . !hank ;rou . 

S: 

!!W'r : 

S: 

HUJr : 

S: 
..,, ,._ _ 
;-....., .~ . 

S: 

!!l!Jr: 

S: 

H!IJr: 

S: 

Rl!Jr : 

S: 

One oUier ~. Jlr . Secre\&r7. 

Please. 

The Go't'ernor was go1JI6 ~ e&ll :r-. but. he - ..tlen he 
tound I -s going t.o c&l.l :r- - u mew :rcm were 
he didn't. ~t. t.o double 11. ~- .lease J"onea asked 
it he wouldn't. aee ~ •9' 'o oa ~ Cent.ral Bank 
buslneas 

Yeah . 

And he sud he would u J"onea ~ nth ;rou • 

Jones epolte '-0 ae aboll'- U, aD5 I ~d U ... all r1&)>t. 
aa tar as I 'a Ctlllcentad . 

Well '-hen, '-hat. ' a all ri&ll'- . He Ju'- want. ad t.o be .ure 
:rou m- abou'- u and -

Well, wha'- Jones t.old ae - u.a& ke -.a so!JI6 t.o aalt 
George Harr1son t.o - a- lllere IIDd U7 t.o -.ell 
Aranlla. 

I aee . 

But. now­

Well we -- oeorge ~ F'- a a:»Uce be ... t.o &0 
down' '-here and ~ 1a Fl.ll& t.o U7 t.o -•11 ll.la. 

Well, wlla'- I wollld ~" 18 ~ - w1\h0Ut. 
-- t.o WIT belli& 1f1l 11D8 ~ lla'ft !!an"1&01l aee AJ'&D)Ia, ;rea 

Yeah. 
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ltlJ'r: 

s: 
;;::,1!": 

S: 

-· .. ,.. -_.... .. 

S: 

S: 

?:::r: 

S: 

S: 

:.:.:.rr: 

S: 

~r: 

S: 

:::.:.rr : 
S: 

1f5 
- lS -

A.a w fl1'- poa11.1oo on 1t. - - I'• kee"''- ... .__.._ 
UDl.1ed. .-- - ~ 

,..ell, l ' ll tell :!Us that. . ?e aald t.Ut. u rar • • ~·· 
CO"'!!e~ed DOY, he at.1ll t.htntu u he dld ~ u 1&1t. 
t.alled ~ ;rou. 

:as.-~ . Tell. I ' ll t..el l h.1a t.t.at .. 

~" ~ he'a eeen Aranha, I ~lah he' c! eo::e !.:1 c:t. t.ell 
iiU C:At.'e hap pened. 

ll.1 Mgbl. • 

: ~·t. ~ • !:.ether Jonea haa :ade a deLl wt~ A-~ 
:J:l ..:.e e:xcbaf16e or not.. Re called ae a;> JtlEt. l:le:1'ore !:.e 
g:lt. :J:l \.ke t.ra1n and I couldn 't. .aie :JUt. -=.et.'" e- ~e 
:::::.::;.o!"'--!.&;>0::1. 3ank haYe ext.ecded \Lea a erore.u ::~:- = t.. 

Tell, Ue lJlt.eat. we haYe on 1t. 11 t.hat. U:.~ are •t.1ll 
....,:n:11:;g :~n 1t. but. 1t. bsen' t. been cloeK yet. . 

: aee . 

: '• JUEt. See.--et.arJ' o! t.t.e ~aeon'. 

~t.'a a11. ( Laught.er) 'fbe1 don 't. t.ell you a::...~•-.e. 

~ell, p •t.t:e& t.he1 d:J and ao::et.t::ea t.:.e:J' 0::-. 't. . 

Tell l'l~ t.el l Qe:~rge F.arr1aon t.hat. 1:1u'd Uke t.:J ••• 
~ dt.er be get.e t.hrOugh wit.b t.Ua t.aU: acd l~ .O.t. 

!:.e -
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.· -.- 18G 

3Jr: Y~. I _,, appr.et.aw 1\. 

s: All.~. ~tae. 

EliJ'r : n-Jr 70a ..._, ..... 

s: ODocl -·-
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?.!.IJr: Hello. 

February 27, lQ~g. 

12:17 p ••• 

!87 

Operator: Ur. Uessersmltb. Go ahead. 
~orge s. 
ueeeersmltb: Hello. Hello. 

?.UJr: 

... -· 

W r: 

!.!. : 

!!!!Jr: 

l! : 

!!l!Jr : 

~' . ... 
l!:!Jr: 

... -· 
HUJ r: 

?$Jr: 

1.1: 

ffiUr: 
. , . -· 

Hello, Yr. Ueseeremith. 

Ob, good mornins, llr. Secr etary . Sorry to dUturb you • 
I wae Juet wondering whether you bed any idea bow l ong 
you would want Heath t o stay over here . 

Ob--

We don't want to urge hie going back, but we are , ot 
course, ehort-banded over t here on account ot 
especially now since poor Pr enthe pa ssed out ot the 
picture . 

Well , 11~ the middle ot next week. 

s ometime the middl e ot next week7 

Yeah. 

Yeah . 

Ah -- t he boats ueuslly ce1! , don ' t t hey, the end-­
the aiddle ot t he week? 

Yeah. I don 1 t mow when there will be an Aner ican 
boat, but 
Wel l , I ' d like h1m here t or about another ten days. 

You • d 111te t:J have hi e t or about another t.en d~e7 

Yeah. 

All right, tine. 

Thank you. 

Fine . Thank• a l ot. . 
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caner 
Glue: 

I!Wr: 

G: 

HUJr: 

G: 

Hl!Jr: 

G: 

Hl!Jr: 

G: 

!CLJr: 

G: 

Hl&Jr: 

G: 

I!UJr: 

G: 

!!I&Jr: 

G: 

!!liJr: 

G: 

.. ~ r~. 1.8:18. 
~:U p.•. 

Mr. Seore\ar,r, ~ 1a llr. Gl.aaa. 

Hello. 

1'h1e 1e llr. Gl.aaa . 

Hello. 

1'h1a 1e Jlro. Gl.aa a ~ lk1.ag. 

1'h1a 1e He111'7 Xorr;eo~. ~­

Yee. 

How u-. )'Oul 

I 1• 1'a1r]z ... u, UlaDk )'OU. 

188 

Well, Seua\or, I'• a;Jpe&ring at. t.eo \h1rt.J ~ 
be1'ore WeJ9t.a _.t e;,~e 1D t.lle Bouaa, eo - t.ha7 

1nrtt.ed - l.aat. week t.o COlle up ~ - ao azqt.t.a 

a1't.er t.llat. wb)' I 1 a at. )'OIIl' dJ.apoaal. 

Well, aqppoaa I ca.l.l a •et.J.Dc; at. t.eo t.hlr\7 Wedne~ 

.orolng? 

That. 1 a all ri&ht. wt \k • . 

Or would 7ou pra1'ar 1.a Ua a.t1.erDoOa! 

Wall, I t.ell )'Oll I - cJaaoge U. I'Ye sot. - " -t. 

w1U t.ha bacuU,. ec-.tt.t.ae or t.he OpeD Jlaft:et. c-J.t.­

t.aa -- t.he7'ra c;w"l6 at. al~ea. bat. I caD cllaJISa U.t. . 

But. 1t. W'OIIl14 be a llt.t.le 'b1t. bet.t.er 1D t.he a1't.-ll 

oo aacount. o1' t.heaa seat.l - -•ns rro. 011t. or towa. 

To.orrow art...na~a or Yedne.a..J aneroooo! 

Wadne.a..J ~.auld be a Ut.Ua 'bU batter. 

Tar,r nll, ••.,o•.l.ns " Jaan 1\ 'l'ed!le..sa.J a1't.erDooD at. 

t.wo t.ll.1r\)'1 
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::;:.rr: 

G: 

~r: 

G: 

::JJ'r: 

-. .... 
:;:.~Jr : 

G: 

::.!J'r : 

,. . .... 
:::ll.Jr: 

G: 

;:;!.Jr: 

G: 

=our: 

G: 

:;:>.LJr: 

G: 

~·rr: 

G; 

::lSJr : 

0: 

:es 
- 2-

~t. w1ll be t1ne. Wedneeda¥ &n.enD::m a~ ~ ~­

Yea. 

Ie t.hat. 1D 7 0111" roo .. ? 

In t.he Bank l.Dg aD4 Clll"reDe7 o-.:1\ ~ r--.. 

SeD& t.or Glaaa. 

I ·~ 1D ~he 8flnktng and Cw-ralc:J e:-Bt.~ l"'GJlff . 

Bankl.Dg end Curren~. 

Yee. 

llow 7 011 w1ll llaYe - I ta:u U ~ • 111. :!aYe u.e newe­
pa :;>er IND t.bere! 

llo, I hadn' t. cont.efll;)la~ !IAYtag ~ t.Se--.. 

Uh-hub. 

'lrel.l, I t.h1Dk 1t W!>uld be Ju.s~ u 'ftll 1.f - ~t. 
t.hey ' re dol.Dg 1D t.he :!~u.s• 1• ~·re ~ ~ ce-n·-...,. 
pa;>er -~~ 1n bllt. not. t..he pabllc, a:.! -

Well, I haYe no obJect.1on ~ ~ ~:.~.., be1.:6 
1D eo tar ae I '• concerned . 

1fe 11, 

I t.hlDit 1~'• a •t.t.er \.Mt. o~t. ~be~ 1ll 
execllt.1Ye eeea1on ~ugh. 

Well, I'Ye --

I dcm't. 1n•gtne 7011 w&At. ~ t.ellt.M ~ .C.~ 
7011 are dolng rlt.h t.he St.ab11U..t.l.OO ~-

I d;,n 't. ol.Dd. 

Well, all rl.Pt. . 

Frallltl7, I t.h1a 11 Jaat. -- I:'a ~.-Di> \bla, 1.f ! 

pereonall7 t.o 7011. 

Yea. 
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grr: 

G: 

S~Jr : 

G: 

:::Ur : 

G: 

~r: 

I W .-It - ~or' •\e ~ w1'-!l ~ lrlll&.u7 
At'fat.ra C tUM - I'•• .. ..r ..._ ~ ~ l1b 

\U\. ~·• aDd. I -'- 111\o -~-~ -.4 --. 
- ~ \.1M -.,pllbllcan Seaawrs t.oolt ~of • \eeU­
.o!Q WD4 p- U o~. 

Well, I'• .ure t.hQ' wollldn'\, ~ 1\ - 1\ - \Mae 
Bep.abll- ~wrs - ba\. I 11ner 1184 -~ 
11ke \ha\. bdors . Ba\ I ' • 1Jl r-r :U.U Cl4 aore U... 
rtll.l.Dg w 1ea"R IIIO'&elr 1Jl 7:n1r !I.&DIU. 

well, -·u haY& t.ha ... u~ ~\ '-~ o 'c.l.cNSl 
Weclneada.7 ar\enl,_. 
A\ Ute BmHne ml4 ~. 

Yee. 
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:J,Jr: Hello. 
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Feb~ 27, ta311. 
3:28 p.a. 

)?erat.or: Chau-n Ecclea. Go • .,_, . 

~r: 
r.a.-r 1Jler 
::Cclea: 

:JLJr : 

!: 

.;:J.."r: 

:::: 

:::llJ r: 

"="!.7r : 

~: 

-=-ur: 

ULJr : 

::lSJr: 

?.:Ur: 

" ello. 

Hello. 

i!ello, Uarr1ner. 

Ee l lo, Het1r7 • 

~er, I ba·re a regulAr .;:rea• ~~erence at. t our 
o clock and I t.hDusllt. \hat. I ..,WA announce t.hat. no 
new .one7 -- Just. t.he retlmi!.1J16. 

Well, ~t.'e fine . 

See? 

Yeah, that. ault.a ae a h!:odred ;>ereent.. I -- I t.Mnk 
t hat. ' a prett.7 largel,y 1Jl ll.ne rlth Oil!" •1ewa . 

.,e ll, ~t.'e what I wan~ t.:» check w1th you. 

I m,w. 

11!1 . I'• sure -- 1t' a - 1t. 1e rlt.h a1.ne. I 
had a chance t.~ diac~~ ~e aat.ter w1th the 
As you m:rw I ~ 011t of t.own--

I ttgured the aeet.ll!ii .,.... g:>l.Dg t.o be on Wedneeda:r and 
we w::»uld get. t.oge~ ~rr'OY t.:» ~scaea 1t.. 

Yeah. 
But I •a sure t.~are woal4 be oo ,bJect1on. fbet aeane 
t.hat 70il woul.d coat.1n~ t.:» bu1.l4 Jut ee -

.Juat. as 1• 

And retUDd t.he - the n ;,taa. 

Well, aa - roQ6lt.lS, n, t. quJ.t.e a b11llon three coa1116 
due 1n .June wh ich we'd reh:lld 1n )larCh. 

Yea, t.Dat.' a what. I ~- You' d ant1c1pat.,e the .June 

•t.or1t.7-

'!'lla t. • a rt&)at. . 
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::.!!Jr : 
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~r: 

::: 

?.!!Jr : 

E: 

:::: 

:!:.!Jr : 

::: 

HliJr: 

:!l!Jr : 

.. -· 
~r: 
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Yo u wan~ w Me~. lD an.J caae , on Wedneada.J wt~h re­
rerenoe ~ ~'-l 

Yee, I do. 

Yea . Wel~. '-ha~ ' • 0 . 1 . !ha t•a t'1ne . 

-

Rold ~our ~uaba t or ae, I 'm go1ng up on t he S~b1ll­
zat1on Fund b erore '-he Rouse t omorrow. 

We l l, you ough~ ~ get 
y ou aa;r be l.D~ereated. 
t he Senator 

Yeah. 

along all r1ght. By t he n.;r , 
Wagner called me last week, 

Ee aa1d, "Now ~~~. I ' a n ot t a lltlng t o you aa a lle:aber 
o r '-h e board or as --no~ ot'f 1c1allY , ' he sa.1d , • t •, 
he aa1d , ''f"ll.ls St.ab1llz&tl on ma'-ter 1s U:i), • and he ea1~ . 
' There • a a g:~od deal or opj)Oal t1on 1n the co!ait.'Lee, 
t O the o:lD~ln•.l!LDCe Ot the power t O furth er deYa~Ue, 0 

eee? 

Yeah. 

And he said , 'Fo r ~our -- can you give me your perao3al 
and yery cont'1den~1Al adv1ce with rererence t~ 1t.? • 

Yeah. 

And ~a 1s what. ! wld !Um. 

Ye a, I ' d be tn~erea'-ed-

Ye ah. I s&l.d, ~-. :~r course, thle t hl.n8 111 ent.lrelY 
1n t he Tre&ASUI'Y • a !:ADds and I would prerer to J ust. do 
and &83 not.hl.D6 a~ a~l I'. bout lt , • I as1d, ' As a ... ~~er 
o r tact, I ~·• atwUouslY aYo1ded dlacuaslng the ... t-
ter w1th anybod3 at. anytlaa . • 

Uh-huh. 
:i 

1
4 • well• , te aa l d , ' You can g1ve me your •lew o r 

~~:• ~·t you? • ·~ell' , I aa14, 'Yes, I '• pertec 'LlY 
wll l t..ng to do u bu1. I would want 1t detlnl~elY Wlder­
ato:>d ~~~ - ~'L I 1d be no~ quoted by you t o anybo4J' · 

Yeah . 
'IUl4 11.'a ~· - that. powe r ahould be c;~nt1nued . • 

Uh-huh. 
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!!'o!J'r: 

£: 

J{IJ.Jr: 

E: 

Ht:Jr: 

E: 

~Wr: 

~· ~. 

HUJr: 

E: 

Hl.!Jr: 

E: 

P.UJr: 

.... 
~ . 

~liJr: 

E: 

- ~-
• And 1 t should be con\ 1nu.-1 f ;,r U:.la reason-- • 

Uh-huh. 

193 

'Tha t 1t g1vee -- that 1t gin a to l.h1e c.luntl")' an 
a d vantage -- I dcc •t•, I l &ld ~ I thought the power 
waa likely to be used I ~ ha~e GOre hea l -- leea 
hee1te ncy 1n saying tb.&t 1 l ahoulC. be continued but 
I eald , •I r eel p erreot ly aure thBl. so f ar sa t hta 
AdJn1n1stra t1on 1a c oncerned, U8l j)!)Wer t.o devalue 
further 1P not. go ing t o be uaed unleu a sitUIItion 
should ex1&t where we would ~ ~ that. the - that 
the Goverru~~en t had t.ba t po•er. • 

Yeah. 

'That -- t.hat it aeta e;,:ae.~t. u a 2!lot.gun beck o r 
the d oor. The v e.ry r aet Ulat t.bey b&v e \.he power, 
pu ts ue - - p uts \.he Gov ern:ue: t 1e a ;>ositi on where 
they 're not llltely t o haTe ~ use lt. . • 

I see. 

'Whereas if they d1dn't haTe ~e power, 11. would put 
t hem at some d ieadYantae;e wl t b lobe ot.her - - with t he 
ot her countries 1n the Trtp&rtl~ jgre eaent. • 

Well , you and I aoree a h~ percent. 

'If ell, now t hat 'a - - t~at ' 1 what ! tol~ Wagner and I 
have tol d no on e on the boa.rd Coat I have talked t o 
hlm· 1n fact you ' re tl:e tlrst ;>erEon , and you' r e 
t be ' onl.Y per~on that I haTe :eot~ened lt to at al l , 
and I haven 1 t h eard that ht;ller !::.&£ aent1oned 1t t o 
anyboey, eo I wish you ' d B&J no~ t o h1D a bout ae 
repor 'tlns to y ou hla COCYer&at1XI. 

I ' ll f orget lt. 

Se e? 

Right. 

But that'• 
t hat • 8 exact-ly ~t I have eald t o h1JI . 

Well , 1t wlll be :10et t:.elprul, I '• aura. 

well , all rlgbt then . 

ThaJlk you, u.rr1n er . 

Good bye. 
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ce.mu o£.tftr}Jhucue <6tvtal 
Wa.lt .. ., ........ 01 

J'ebru&r7 ~ • lffl. 

'lhe Secretary ot t he 'rreuury. 

ltr ~ec- l!r. Seeretarr. 

Tre.ns:oitted herewit h ror :preactat1= ':17 :r= ~ t» 

:?Nsi<!ct i s a rertsed dre1't ot the >:oposed -Fl.= n.r caL.~ 

'=rl 1 "~& ot Identical Bids tor Ul De.pn:·t>:e:t,... / 

1\"ith the ess1st:;.nee ot the iu:tl.:l,; rr:::or or C;e 

~~~ ot the Budget the or1gin.al drett/tbr ~""· =-:i.ne! 

lO thi.a Depe.rtment rlth your latter Of 1 tUUO 29, l9'"~, l:e.s ~ 

s.::!:a1rt.ed to the prtneipa.l departaenta ud eo;eoeie3 wticl!. rtll 

be e.t'tec:t,ed thereby, end eo::c:ents tras a ~ or <l:.oi:1 u ft 

You wU.l note that scce ot tlla ao-ccies , as s!;:lc Q 

ap;il.T to cases nere t1r0 or o:>re, bat not aU, or tluo hi <!.IS 

....,.lnod are 1dct1cal· There~. or eoa:rM. be .,._ or o:.l:&1 

kbd lll mlcli SQXTOUDdillg cL.-c:u:uunee5 wU.l atr=;;ll' i.::t.Lc::::!e 

eo! ! ...SOD which s.bould 'be b%0\J&)It; t o tlle ~1011 or :2:.& "0.-
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pl.D 1a lat..-..1 1<> ~ caJ.r to .,._ u li!Ucll all b:1J!a ere 

l d.rt l ce.l . :I haTe th.e;retttre re~ U.. c..n ~ t1:a £'!= to 

:at.e daa ~te. 

daa t"ciDda anlleble rt1r sadt , c.,oee, Y11l x ~- ~ '-'~ 

C01Zrt ;ac e M»g5 1r. a£7 ~t;~bU ~ a!' CE.SeS a!' co··,...:.,. 

bJ.d41A;i; .,ba;1tuli to 1\. ~ ~...-6, J:a>wi L, Ue ~ 

- 1I'U.l ~,-or to L..on- •• ~._au i:~~ l!.S ;o tlla 

;uopc eocase to be t'Dlloorel!. ~ U.:.. 

h ~ th8 ~ w u. ~~rid' 1== 

ot tlda le~. 

I ~ :la-s ,_ n:mJ&l:o. :1:1.s rla ,. ct:I;I 

I al.SD ~ ·-~ ,_ ~ kS:! w:!.th 

~ .. or u.. ca-• u ....,.,., ;:h.e ;lou :=&!a 1:>. c. ~ ~~ 
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The Preatd•t wUl ~ 41- tile pl.u with the bead.a ot 

w saTaral de~u u4 ~ _llll....,ta &114 ccx:c:unicat e to 

~liB his desire that purcbuea be h.ezuUed -.r the UDi.tom ple:n proposed 

w outlined below. 

( l ) Reduce the lllllllbe:r ot - • ill 'Ol.ch id•Ucal bide will be sub­

m~ed as rolloora: The Director of ~t. ill u\1.>ag pu:rchaaea ro:r what-

<nd h1m.selt t hat tha depe.:rtJMDt o:r ~C7 coal4 not uae jut as well ..,.. 

t.rti cle other than that 011 which idml~cel. bi ds would probably be :receind. 

:Ms should be d011e ill 8J17 e 'ftlllt t o aTOid t be ~e:r or getting but a a illgle 

Ud. A like p:rocedu:re would be roll~ bT u.e ::.eade or all depe.:rUU~Dta end 

t.;;encies maki>ag their 01111 pu:rcha.aea. 

( 21 'rho:: procedure to:r teTIII!l"'' cases ill >:hich all bids a:re id•t-

ic=.l is baaed Oil the Atto:m•J Ga>eral' a opillilll> ot August 10 , l9J7, to tba 

effect t hat , ill tha abaece of' 8ll7 spee1Al abolriDg, such bi ds constitute a 

~ ~ oaae or collualon . ~t tbo e:rU cle ill question i s pat ented, 

ooPJrlglrted, or tar _. other re:!JIOI1 1• enU.l£ble t'rCil only one source, 

"'O..l.d eonstUuU Ue aorl of spee1Al aboorUO rei"erred t o . 

(J ) In the a bsenc e of' such specl.a.l si:<:IWillg , when all bide a:re 

1d8:1Ucel. t be bide would, ill all ~ uo4 ritb<Jilt :reteronca to the Depert­

:aent of' 1nst1ce, be :rejected pu1 t t o Ue opiAlCIII Jnst ,.....u (l!led, end t he 

bidders noUrled ot the ree- ror such :reJecHCD· ne:re would tbare\IPCIII be 

o :readnrl1_..t ror bi de 1f1 th spec1 al a !'f'orU to get bidS trOll partie a 

t !<eretoto:re a.ot bidding u d lD'8lT to Rllllit ,...,.n.u -pet1t1n bide. 
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ldeDtical, the appropriate PQrclw•hl8 ot't1oer WOG14 proceed b7 J~CD--.,atiUft 

.. ;;oU a UOD to .eke the ~· ill qlJea\1011; -..-, tile sern .. a ot the 

Director of Pro-t woaJ.d be aw.Ueble \0 ecmdlld nch Dfi&OUeUau .._ 

tb<lush the purcllaaea ill queat10D were o%'51D&r11T badl.ed b7 the separate de­

;:artsen t s . 

(5) Purcllaaea DCil-ccapeUUYel.)" Det;Oti.ated at price& h4bar UlaD 

t boee ill the 14eDUcel b148 \bat llaYe bee rejeded, ahoGld be cleued wi\h 

tbe Comptroller GeDeral before beill;; t1Dal.4' o~ t ed. 

(6) 1D n• of the etatut017 ~7 ot tbe l:..U. of the Mftftl 4~ 

putaents, with retarece t o ~«iilg to tlle Do~t of l'ueuce -· 

ot violet10D Of the lair, tull 1Dto:mat1CIIl em all. caeea ill •hic:h all. b1c!J 

receiYed are 1deDUcel would be repaned ill -rr t o the De~\ ot 

1uet1ee aDd tu ~ecleral noade ec-nas1011 , aD4 the rue em ee.c:h beld suhjed 

to their call. J'O:mal. ad ccmplete reference 'II'OUld be ::ad• iD Ute ce•• or 

classes of ceaes epec1f1ed b7 tl:I.M. 
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=·' t.;o! :1/T~ S.. 'tC'e ,.,. !'r<la ~II& ~:>rOll~~ etlt !:.e suuesU 

,:a :.- ·~: .,.......:q 101M> e.,...al>llal. uaea!>J' planU l:l -r.at C'hiXIa· If tho CentTal 

-~-~ ........ 
Jt-== :- ~ !~ ~~ ~:>eaarullfl'•1tt ~!16 'bac£1:16 of =~~· >:ra!>t thr.,... 1a no 

,. !-~ ~ • !a--.o .... ~:r corpo:-at1on eo.r.r:ot succeed. ru• u e. ~ilr.e :o-: .\l:;erl-

:=- c;! :.:" 1a • -~~ ·~ t o ob• a.ln t•<rOn!:~• a.~ts· 
\ 

..:.:· '!:A:' ~er>! of - · Jot:, s. K. Ir. Ce&D ~r <:ol:~£1' o: ac=1cu1~ · or 
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PEOPLE'S POLITICAL COUNCIL ADOPTS IMPORT~T RESOLUTICNS 

Aoong the e ighty-two resolutions adopted by tbe Third. Se i 
?~~ple's Political Counci l held in ChUQCk1ng Februar 12 2

88 on or 
on national spiritual .obilization subllitted by a.~era.li!ar:• 
~1-shek in hie oepaoity as Cbai raan ot tha Council This 

mobiliza tion bill was tir s t adopted by the Fitth.Plonar 
ot the Central 1Xecut1vo Committee or the Kucmintang heldJin 

~uillgl=l6 during l anuary . 11139, and retez:red to the Council which 
as !l1l advisor y body to the Government , tor approval before ita 

icetion. 

National epiritual .obilization, aooor<IJ.ns to tho outll..oe or 
, has three main objeote: (1) the state and nation are supreme 

neceaaitiee and the tight tor victory supercede all other' 
and (3) concentration ot the nation's will and strength. 

the 
(2 ) 

::. bas aa gllidins principles moral strength tor national sahatlon 
:.!1 in national reconetructi on and apiritual regeneration. The last. ' 

principle cnlle tor tha t .:rccJC.ng ot undisciplined livJ.ns, the 
tion o! a vigor ous spirit, the overthrow ot selfish motives 
correction ot diverted political thoughts. In tho last na.e4' 

t he bill calla tor tour "nota•. The tirst is not to run con­
supreme revolutionary principle ot the Throe People's 

rn.oc1pu s. Tho second is not to advocate and strive beyond ~tiona! 
intrJ.nse upon the absolutism ot tho state. Tho tllir<l 1s not 

1 SlMH11: the unity ot military attairs and operations, or political 
~ ... =~~,•=tio.n. AD4 the t ourth is not to utilize t he war tor s.oy a1:tee;.t 

than the • altere ot the state and nati on . 
• 

Leadership in the spiritual mobilization will be placed in th~ 

s o~ ~uomintang Party workora and otticials, tho entire er~. the 
~·•on•a public leaders and ita youth. The application ot the oobi:lza­

will be directed at the dlttorent !Uomintang Par ty ottices, gover~­
o~gans, military units, society and !emil y. Ita work is divided 
pu!llicity and initiation, training end il:lproveJDent, supervision and 

co, study and promotion. Ao4 the aobilization work must be e~plied 
thoroughness, determination and pereeverenca. 

Among other importeAt resolutions adopted by the Council in the 
session were two covernment propoaale concerning tho moditication 

COIIScription Law. One ot them prov14ed tor the provisional re­
~•ern1n& the modification ot the Conscription Law, and the 

t or the postpone~~ ot military service upon pecuniary payments. 

The guiding principle ot the torJIIOr proposal was that public 
ti~naries, students, and the intelligentsia should enlist tor 

S2r7ice to set an example. Consequently, the.council voted 
lela 6 ot the COA8cr 1pcion Law, the clause those who hol4 

be auack out, a.n4 be transferred under previa ions 
a111tary se rvioe with tbe ooo41tion that tbey ere subject 

the ser-tloe in ~iJies or-r. ~tion 1 in Article 30 or the 
under Postponement ot Military Service concerning junior aiddle 

r"~~l. - t• be oii&A8•4 i.Dto "presellt oftice-boldera with delapted 
~~~~::;:~:~8mede by the provinoial governments and Central GoverDA6Dt 
~ wi~ the Civil Service Code". Also, the Council voted 

view of the tact that sole hairs ore usually more precious to 
:a.i~lea, Section 2 in Article 29 be cba1lged troa •oldest soa 

in ~ t Uil.J" to • sole beir in the tamily" so that the sole heirs 88J 

be fttJQted troa ai11tary aervioo instea4 ot the eldest eon. 

:.u -'o tile propolllll ot postponement or military service upon 
~cuniary payaents, the Council voted that rigid restrictions and s trict 
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lillli t JlllS t b e set t or this rega..l.s Uon. '!'be a&ow~ t or mono 7 t o be 

by eppUcanu should be 1c proportion t !l their tl..naAciel status 

beins tzoo t o r each '-erw. '!'he a~ncy thus raised will bo 

tor us18ti.n& tlle taailia.a or - 011 scthe aenlce, an4 tbo trial 

will be 11111'-ed to \all! eDd or tile praa .... t nu. It •7 be notioect 

ot -.lllt>u7 MrTiu upoll pec=iary peJMnts bea been 

out with aucceas 1c """nssi aa a step t :> tbe realization or tbe 

l)rlLDQ~jU & Of " tb.oH ftO Ia '1'8 8)08J «! ft IK)Jl8y." 

Three propo~s an jllllicial retort wore subait ted tor diacuaslon 

the last se aaion or the Connell. Ono concerned the abolition or 

attorney ~. a propon.l lett o•er by the second 

ot the Council held last -.,ftlllber. Another wss subaitted by the 

icial Yuan t or the retona ot Jod1c1sl sdalnistratloll. While the third 

a proposal t or stranctbeniA& o r the Judicial structure or tbo nation. 

sub-ca-ittee on illtarior ~ ·~steel tbe cro9.t i on or a Judie 

ttee by the session t or e da~ect study or the issue 1n'folved and 

propo=l.s be discussed ~ tlla llext session. Attar much dis­

IC~~~~:.~s;i~~t W!l.s • oted th!lt s. special ca..itt.e colllj)Oaed or CoUDcillora 

., ill Jo.risprudeDCa be .>.ppoillted by the Cbairl:lll.ll to e:rAJaille the 

subsit their ~C!! to the :roarth Session or tb.e CaUDell. 

LQQorlllJII6J'7• GeJ1ere.lissiao b i -llhelc, ae Ch!lirmn o r the CoUDcil, 

11 Councillors t o tile special Judicial co-.itteo with Dr. Lo 

t or.ar Jl1.nister or :rore i.&n A.t't'alrs, aDd Mr . Tsou tan as ~nnw.nn ..... 
A spec !.al co.U u ee appoillted by the Council to study and au""''"!·•• 

e xecution of tbe resollltlOAS edoptecl at the ditteront seaa:loriB 

ni>Orte~ that , or t he 86 proposua -~tt.d t or d iscussion dur 

session, 6 -re by the GoY<J=-at lllld eo by tbc COUDclliora. 

or thea were conJ~ected witla illt.rio r atf<lirs, 19 wltb 111111tery 

sn.d D'ltiOillll attsira, 1.8 witll economics and till!lnce, 17 with 

ad•lC!LtlOn aJ>d Culture, !5 with di~Cy and illterllStlon&l SffC. irS, !llld 

dealiog with gener!ll subjects. 

or the .:>re ~ U O resclutiOJUS adopted duriog tllo tirat and 

a:::o:~r:s~:e;;s~:s:~i,~ona, 80 h!ld beeJ1 put wl.o e xecution, 40 were r o t errccl to 

t l related otrices t or ~ and reference . Tbo Co~ttee 

suggested th!lt the ctltterent Go•ern.ent orrices execute witblo a 

lWt the resolutions sdc pted by l.he Cnuncll s od give coJI!l)robeoahe 

t&l)OI~s on their e.xecution Slid ;Jrogrt!SS ~ the Cou.noll. IIOilll• b1le it 

-::~u:;:~:~:"':•~d::! tbet the Residant CcJmittaa :>t tbe Counc1 l should be 

r' IIISice Stud'{ and illquire lot :> the e XeCUtiOn Of the r ORO.LUlaCIDB 

o trices troa u- t :> 1.~ s <> sa to ensu:e the coJI!l)le te 

ot the resolut ions " dc pt&d by the CoUDcil ill ita ce~city aa 

ad•i s ory body t o the Clo~t.-JIIID. 

a. PIC'i'ORLU. RJCCRD OY CliDL\ ...1' 'liAR 

• - ~triot.\c eDibll.l-. M.Ye been seell ill tbe social hall 

Lewis Me.:>rial. lllstitutia=l Church ill Cb•mglrlog since the •r 

tow aroused s o -ch illtereat eJmD8 tJae Chillea a aod t ore ~n·~~:=.:~!!! 
.,rtt.l C!!pl ts.l as ttte pttt>t"""""phi" e ldllbit1oo by tbe 

...,,..,.,_Lil" ot the Cantral iUbl.1c 1ty 'lloard • 

Tile exhibit ion, beiog the tint o r lts k1lld ill Chun&ldng, lett 

\be hearts or the tllOGS&IIds o r spec:t'!t!lrs d.xed t eeliogs ot r ejoiciog at 

tile rnpt~ growth o r !lew C1UDa aDd grie!' et atr!>Ci tios and 4e,aatatioo 

wroul!bt by the J'apaLDeae 11r'f!Lders. n 1s e graphic account ot tho 

1ngs and sacrifices ot Ch1Jls. beroleallr struggling t or indopandonce. It 

is en e•erlastlng record or Chlcs "s s~.Ubb~n eff orts t o r econstr uct tbe 

nation aaictat i~te desU"'.lCtie:o. 

Regraded Unclassified



In proaeot1Jlg a true picturot ot the Sl.no- lsP6Qeao war l.nt ~:;:;~:!; 
Chins's reconstruction in particQlar , t be Iotoroational I 

troa onr 2,000 pictures aore tbe.D 200 ot tbe beat pbotogr::>pba 
with auol:l general topics aa ·~ l ire,deatructloa bJ lCpaJleae 

atrocities, ~ trophies , • r csptl'fea, • •• aobllizt:tioo t oraiso 
a eaiatSDce, 1D4u.atrial re'fi nl 5114 retualle rol1ct. • ch' tield 

by •~ellaot pictures gi'fins not coly a chronological 
ot the •r but a.lao ao intereatins cccount or wbllt ia soins 

tile Cllineae linea. In aoae iuwooea they represented the 
ot CbiDeae onaoraaao Wbo risked their ll'fOS to &DDp these V3lu­

abote amidet b .. ~...-1Jlsa ~ abellinga. 

Tile t our-dar ollh1b1t10D 'Mt&lnnlng from 7ebruary 21 was atteDdod by 
t bAD 40,000 poopls . Tile ellhllll tion •• mde more impress! ve by the 

ot oort oona ~ wcl1 poatara depictiog tho rogooe~tloo of c 
ao odented crisis. Coatributicoa t o the ellhib1t1co 

pictures ot Cbioa ' 8 DOW r ural ioduatrinl CO-

hea action.1oTber were talteo br Rew1 ....Uoy , a Mew Zati~er, 
s losdi.ng t1~ot iodust~ Co- openthe MD'fa.nt . Ten strUclog 
ot Oeoereliaa~ aD4 lb.d~ Cbi3JI8 !al-ahok wore displayed by 

. Chuck ot tbe ~sr-ar.a. Sar'fice Corps or tho Mstiooal Military Council 
Rcma.n L. J.:"raen, chief ca.e~ of tho NltlC114l C..ro Cor poratioo 

tbe o. s. s. a. and special correepooclent t or "Iz•.,ati.a• W!!.s rc:pr~~ae,otO<I 

aoae d~tic pictures or the KWeil1Jl b~inga last year. 

Io belding the ellhib1~, the 1Dt eroatioll41 Dopert1110nt was only 
prolillll.Mrr propantions t or an aei tioua " picture tou.I" t o 
and J.meries. An "1PP8Dl to the natioo•a pbotogrepbers t ;; seocl 

standing war pictures to t be Department baa beoo made: while 
Kovio ::tudio and tbe CbiliJI M.cvie Studio will slao contribute tb" 

t o make tbe colleotioo a most vslu~bio an4 autbeot1c record ot lite 
death 1p wartiae China.--l!ND. 

• 
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OR. S. !L JDr.;c SUR¥31::> CHINA'S IKT!RNAL AND m:u!'" · 
PROGRBSS "-"'-

A review or the internatioual aituatioo atrecttng China and ~be 
1on:es1ac administration het=en Uo•ecl:)er, 1!138 and 7ebruary lli~9 we • a. a. K~, President of tbe lxecutiYe Yuan betore the s 

ion or the eople's Political Council hold in 'chungking in 

Premier's political report &WIIIIIIId up the changes on ~he in­
ler·netionlll soene. the adainistrati•e progress acbie•ed by t he eoverncent 

or tbe Japanese intrigu&S, home attairs, t he economic develop­
or the Southwest and Northwest, border affairs, and educational , 

onomio and communication developaent. 

"China ' s wartime organizatio.o," Or. Kung assured the Councillors, 
being gradually perfected. Her IBllpower, financial and me~erial 

have also been mobil ized." 

Referring to China ' s future foreign policy, Or . Kung seid: •cur 
Yis-a-Yis Japan will be in strict accordance with ~he 

already l aid dawn. However, we should also rouse the 
aDd mica the= reali7.e the crisis racing the DBdon s:> 

save the~elves from t heir national selt-destructioo in 
peace in the Or ient may soon be restored. 

"On the other hand, China's future policy toward otber Powers 
be in accortance aith the ancient Chinese teaching or •re t urning 
tor good and returning evil f or evil.' We will continue t o procote 

relations with friendl y nations whereby we may enlist greater 
~s:lst;an,c e from those who already are on t he most cordial ter ms witn us 

, on the other band, ~prove our fr iendship with those who have net 
. en entirely sympathetic . Cur fina l aim is t o cult i va te in~ernational 
rmony and foster interna~ional co-operation . 

"As regards the repeated resolutions of the League of Natio~s sed 
Nine-Power Conference, we s~ould see to it that they are put int : 

ion at an early date. AS t o international law and order w~icb 
e xist in the coolty or nations and the sanctity or treaties we 
un~easingly strive t or their upholding in conjunction with the 
concerned. " 
Reaffirming China's deterzlnation t o regain freedom and indepen~­

' Or. Kung said: ":1"" tha t tbe new Premier or Ja pan, Baron H~u=a, 
openly declared t hat Japan will continue bar aggression to t-e _sst 

accord with her established national policy, I do not hes itate to 
terate that China shall adhere to her f i xed nat ional policy or re-

t o the l ast .ft 
The Premier devoted the first per t of hiS lengthy report to the h 
internati onal rraoewor !t . fie declared: "At the present c:oment t e 

,verruoonts aod peoples or our friendlY s~ateir~:·~e~s;:ea~~~s~=~t~;. 
t a.nd soirit of our ,.,,.,....,d ""'n r 0 d =~d t o 

0 
us This is >:;be mos t 

given more positive sympat Y an " · 
happening o f the last three 1110ntha · 

President Kung brieflY recalledoiba~r~~es~~~~t~;s~~to~~ ~~iet 
Council had renewed its pledge i in accordance wi th the 
had continued to give China ass atanrceth Covenant and that 

IDU.U'011Jn. Of the League and the Spirit 0 e ' • in and the United States !lad granted greater and rrore substaa: 1a-
\ o China. 

i d t the Anglo-Saxon nations Be voiced the CoYernoent'S gret tU e O •he Acer iea= 
t heir financial assis~c:e, :::.entiontng in particular • 
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"'l'be British, .t.erioan ~ French ilotea were entirely based upon 

st!Uid, end in principle - are in ooaplete accord w1 t h their 

He took exception to .the opinion thnt the countries ot the world 

be divided int o two groul)s, those wtlCi d8JIIDJld a r evision ot the eta 

CUld those wbo ineiet on the ai.ntenance ot the status quo. AJJ a 

ot tsct, be said, there can only be two blocs, those who believe 

peaceful negoti~tiona tor tbe revision ot existing treaties and tbose 

believe in armed agsression aa tbe means to tree themselves rrom 

ty obligations. 

•our answer to this probloa bas already boon made known to tho 

lfe are willing to support aU puce negotia tions in :1 frank 

H<mo ... spirit. Howe•er, there 1s a Hait to peaceful negou<: ~JLODID 

question prejudio1As t he existence ot our na t ion or the 
our country can ne•er becoae the object of diplomatic negotiations. 

to 8Jly nrmecl invasion - are r esolved t o resist- -Mel t o tho bst. • 

He wes glad to note that tar-sighted people of the world b:IN 

reslizo tba t internatiolllll faith onn never be firmly implanted WJLu:., 

is put t o s uch a tendency ae la~' a employment of f orce t o 

new situation f ollowing whiCh she r epudiated t he vali dity of 

~un<>@ treaties. 

Expressed in concrete tor~ such a ro-awllkeol-g is the formation 

Unitod States last summer of the American Committee f or Non-partie 

1n lapanese Aggression, of which Col. Henry L. Stimson, tb~ former 

llri""Ln Seoret!lry of State , is tbe honorery president. 

"Japan '6 militarists may ignor e such a movement wh ich is f irod 

revolt of the conscience aocl inclign~tion ot tho American people 

r Clld acts in CIUn!l," Dr. ltun8 s~id. •However, we are f ighting for 

e and Justice. our •ictory or detest will not be decided by the 
or adversities on tho battlefield. A moral victory ia 

of victory, and is also the omen of our final triumph." 

Such 3 decided oh!Lnge in the 1nt ero3t1oosl situation 14 Chi.M.' e 

, analyzed President lUng, is naturally the result of China's 

and heroic strugcle under t he l eadership ot the Generaliaaimo. 

t ime, it is also duo to the complete expose of the sinister 

ot Japan partioularlJ !lfter the st3 tement issued ny Pri.nce 
closure ot the Lower Yangtzo aft er the Ch1nese withdrawsl 

alone has brQUSbt hoaa t o tho people abroad the real motives 

Japan's 1o~s1on. 

Preeident Kung succinctly pointed out t hn t the Gener.alissimo'a 

tc:r.ess ot DocUiber 211 , 19:58, <tssaUing Koooye's statement of DeMlllber 
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J.Deidentally ool.!loided with the esaence or the J..aleri 8 i i 
rrench notes to Japan. ca.;, r t sh !llld 

He then rebutted Konoye•s No•ember ~ broedc~st in wbicb tb~ 
~rear J~p~neae Premier cell:d tho Sino-Japsneao • •r, ~ •trsgic sl~ugbter 
~tween two identicul races. Asked be: ~bo brought ubout this Sino-
1ap,nese tragedy? Who directed this play? Wbo 1s tbe guilty party? 
Needless to say, the responsibility sbould t all squaroly on tho shoulders 
00 the Japanese warlords. 

He oleo refuted Japan' e self-appointed role as the protector or 
Oriental oul ture. No better orgUJDent, bo said, can be advanced tho t o 
quote t he letter addressed in January, 1939, by a group ot Oxford pro­
fessors to tho Generolieeimo wherein it nid: 

"It cannot be denied tb.at the British people b.lVe in the post 
entertained some doubt over the real significance and ~lue or Chinese 
civilization and culture. • Howe•er, we eon no longilr question who is 
Yw leador of world civilization tqday this dlly when we see on the one 
~od the arr;,gnnoo end hostile attitude ot narrow n:ltiooalism end on 
tbe other cnl111 ~d composed entt-J'apsnese a ttitude or Cbioa. • 

Or. Kung discerne<l two ulterior motives behind tb.e sudden l.!ltereat 
of the Japanese propagandists in the cultur>.ll question at the height ot 
the war. First · , ho said, they ere trying t o stir up a ccntlict be­
tween Oriental and Western civilizntions in tbe hope of driving out 
~opean ~nd American influence tro111 tho P~r East, le~ving tbis p~rt or 
the world free tor their creation or so-oallod new order. 

Nevertheless, Dr. Kung continued, tho Jap~nose should never forget 
tbet an inter-change of cultures is mutually beneficial and tb!l t Jnp!lll 
owes much to the West for without the blessing of Western civilizution 
there would hovo been no Meiji Restoruticn. And without the Ueiji 
R·~St~ r:ticn, Where would Japan be? 

"For tho sake of the Oriental people , there is necessity for a 
tborouan c o-operation between the Elst a nd tbe 'Nes t. This. sbculd not 
only be continocl to culture alone, but 1.!1 oc;,nomic enterpnses a s. well. 
Such co-operation should naturnlly be en a n equa l and reciprocti o"sis , 
and should not be one-sided." 

In the second place Dr. Kung added, tbe sl ogan " j oint def ense 
against coliii1Wlislll • raised • by the Japanese propaga.ndists in defense cf 
their invasion or'cbina is so obviously tnco~~~~~nt~~ls!~tt~~e~;!d 
hss retused t o be hoodwinked by her a111b b aced by 8 the Cbi~ose people. 
People's Principles have been common Y 0111 r 

•-it tho Jap~nese Foreign Winister, 
Moreover, it is stupid for""' 0 • lit "the anti- Japanese 

to have said 1.!1 the Japanese Diet on January 21 t~he outbreak or tbe 
"'11oy adopted by the National Goi~n~~;r!:~~~~alo • ror is it neces 
inoido ... '·"M J.natlgated by the Tb n tion lik~ Chinn wltb her own 
tor any outside influence tc l.!lstigate a 0~ solt-detense? 
history and political ideology t o rise up 0 

tioo President Kung r&ported 
Turning to the internal adlllioistro st three months, actively 

that tbe Executive YuaJ> has, durin8 the lA 1 •8 political councils. 
~Pervised the ina~tion or provt:;ialdp~~~icntion difficulties, 

wever, owing to the ahor>tege or t en 0111 leted the ir prepantions. 
f?"Y Provincial gcnrnments have noLt~!;1 c as~embUes wUl be inaugure.ted 
e ~•clared, however, that the pro• . 

in eitber Yeroh or April. 
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I n orclvr t o make these provincisl ooun 11 
as roprosont!ltive bodies or the ;>eople Dr 

0 8 
live up t c their ruuae 

4
acl4ed th!lt public tunctlooc;rios ,.114 ~otu~l~~~coeded, it bas boen 

drOP out Of tho olcotion C'llllp&ign s o sa to IIIIU.e 
0 

rots ill politics 
uaders. Wllf or the l oca.l publlo 

Or. Kung ohaMctor1zed the last throe 
ot general s c!Juatmont or the 'Party , politic'!l and J'i~~~~Ya~~!! pe~icd 
thO Cectl'lll Government sncl the l ocal nuthori tioa The object be~!Dd or 
thO adjustment, he anid, is tc meet the noods ct the second p i d t 
arllll!<! resiatenoo . er " o 

Besides the preparation or the ~clminiatration programme tor the 
second stngo of resisto.nce by the :Bxooutive Yuan, it bas also been 
decided by thu rooent Firth Plennry Session or the Central lb:ocutive 
committee or the Kuomintang t o ineugur&to a Supreme Notional Defense 
eouncil to unity the Party, political a nd milit:U'Y co1111111nd and 
tet:>Pcrarily /take the plnoe ot the Centrnl Political Council. 

to 
9.tbjeot t.> the direction or the Supremo National Defense Council 

are tbe vnrious mi.nietriea· 'lnd co..Ussiona of tho Central Kuomint!l.llS 
Hesdquerters 9nd the nrious ministries tlJid commissions or the the ~ 
and the NstiOJII\1 Military Council under the Rationa l GQvernmont. 

l!'urthe r mcr e , in order thnt a groot e r ettioionoy may be achieved, 
he went on, the Council , or which the oenerslissiJzlo (SUpreme :Bxecutiva 
ot the Kuomint'lng)is concurrently the Ch!liriiiUI, my not have t -:. t allow 
·the ordinary 1>rooedure a na rilly straightaway iss ue crclere. With the lll­
ausurlltion ot the Council, Dr . Kung toreanw an even greater ooorclinet i~n 
between political and military nttairs. 

In l ooal administration, Dr . Kun6 said that the ma jor ~1sk is t o 
stroogthen the political machinery under the provincial government. As 
t~ the war arona, he said that e.s ocmmunioDtions have been severecl by 
the Japanese, a naoessity h:>.s a risen t o rearrange the districts t or 
sdlllinistro.tive ins pection . At the same time, it baa been decided that 
s.dc:.inistrativo inspeators cannot become a onourrontly district-magistrates· 

Bvery effort will a lso be ~de t o improve th~ quality of the 
egistrstes. A systett or civil service ex~min'ltion tor magi~trstes -:;_11 
be instituted tlJid qWllitied oan will bo gi von the JlOSitioos . e 
should not forgat th.!lt the intluence wi elded by oc~ S"~ mgistrste can 

.; e as powerful ae one division or troops,• Dr. Kung tersely cemented . 

Hence f orth, he added , a district with ~ pop~letion or cor e tbSn 
500,000 popul~tion will be raised to the status or a special area sod 
the tll.\gis trute will be of selected rnnk. This is s n imp.;;:t :ot feature 
in the 1ntern•

1
l 'ldministro. t i ve progr- mm<l ! or the second pen.::d ct re-

sistance. 

Referring t o military af f'lirs , 
to say \lo"AO , "Our fighting s t rength '.\ t 
before t he CJUt br eak of the Lukouchi'IO 
spiri tual or rrBterio l s t'lndp:> int . " 

or. Kung s !lid th'l t ·1ll he needed 
present is much better tn~o th~ t 
i ncident, either fr~m the 

m1 i r'l t iv~ condit i ons in the wnr-
at Turning h is ~ ttention t o the ~t ~tsis ~st Qislo~dicg to us~ tho 
t ruct ed provinces I Dr ° Kung S'l ~d t ho~ro tho J"l~nesa lri!>Y set r J. t 

el"l:l ·~ccup1ed nr~s •" for the P :ocesit'"i ~n·l w::.rrnre st:>bil" ,.-.lrrr.:-c _r 
~re ~r cro.'l s rega rdles s whet;her p:>S - ' 
guerri llc wnrt'a re i s .,.,.ged . 
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;::::•1:1 Hopei, Honan, ShantWI8 and Sh'lnai he aaiA &a~ i 
-.~par cant)out or a total or ~·l • ~. VQ~ d stricts(occupy-

it& ... . .. are still intact . Here tbe 
~gistretes exer cise their authority as usual in their county sesta. 

On the other h~nd, there are ~5 diatricta wbere tbe magist rates 
rec&in at the desks in their county seats although o. part or their 
c~ties is t empor arily occupied by the Japanese troops. Although the 
i!panese rorcea are in occupation or 245 district administrative seats 
ua e11gistrs t es at t end t o their crrtoiol duties as usaal in the ccuntr _ 
side. These constitute 26 per cent. Y 

Then there are 23 magistrates wbo have moved their orrioea to the 
aeighbourinf areas where their orders continue to reach their own districts. 
Ca.lY 55 mg stro.tes out ot a t otal of 941 oaliJlot discharge their duties 
ss ~ result or the complete Japanese occupation or their dastricta. In 
~iot or percentage, this group only constitutes 6 per cent. 

But Dr. KW18 pointed cut that or those 55 dietricts, 42 are in 
i;pai Province. And among those 4 2 diatriota, 22 '\re in eastern Hopei 
c ere berore the Marco Polo Bridge incident, Yin Ju- keng, Japan • s puppet, 
!lad ~lready incorporat ed thee into his so-called East Hopei Special Area. 

Arter one and bSlr years • sanguinary fighting,. . the districts 
~sbly occupied by the Japanese--with tho exception of Peiping, Tientsin, 
Sblongbai, Nanltins, Hankow and Canton--number only 33 . Such a slim 
~litical harvest or the Japanese is even subjected to constant guerrilla 
thre~ts and attacks . 

To adjust the political machinery in such a wide zono of hostilit 
~. Kung announced, the Government is dividing it into two parts--front­
l~e r ugion and secondary front-line region . For the former, tne Oovern­
~nt boa rormod a. wa:- Zone Perty 'lDd Political Committee to unify the 
work ot tho l ocal Party, political end mil1 ~ry organs· 

For tho latter the Government b'ls accordingly increased the 
duties sod power or the magistrates or od~inistrativo inspectors so BB 

to tacilite t e their work. 

In tho e vent certain specisl odminiatrntive a raas are lcc~tod t~c 
::ar ~-y troo the seats or the prcvinci~l gover~nts. the Executive 
!U3n has seceded t -:> the l'ltter's request of anlnt'llning oftices nesr 
sach areas. 

Other dOIIII!Stic affairs which deserve apeciol attention~. acc~~ing 
to President Kung, are the enforceMnt of the conscription le-• 
tl:e opium-suppression campaign· 

id thAt the Government 's efforts t o 
Regurding the former , he sa ""' , mant f er ,_ble-bodied 

i~prove the conscription syst em include better tio~i milies of men on 
tale adult a, the granting of special priviie~~~n ~ub~ioity ond improve-
active service , intensifiCation of oonsor P • 
oent of the pso-ohia(mutual guarentoe)systom. 

00 000 poople of Chins pertc.ra lliU.-
"lt 20 per cent of the 450,0 • 22 500 ooo men as co~pared to 

t~ry service we will be able to mobilize ldiers'fighttnS one Japanese 
Jn;~an•s 3,000 ,000. With seven CbinesliJle ~~ drive our enemy out or our 
10ld1er, ia there 3 0 y worry t ba t we C'i . 
"'rri tor)"'" 

Kung divulged tha t the Gcnrn­
Concerning the antt- opiW!l 1110thrk cir~~~ paying oorticuler attention 

~nt 1a relentlessly carrying on 8 • -
to the suppression of opiun:-SitOkiDS· 
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With regard t o the wor k in the •rear • 
,.J:811.01.tnt task is nsture.lly the develo ment' Dr. Kung sa id tbllt. the 

Beyond Szechuan is Siko~g en °~ tbh Southwest aoo the 

Government is devoting its ntt~ntionq~ ~ ricb province, 

.~~ic•~tllo~•s as an initial stop !he ~ t e develop~nt cf 

'liiiODg tho diversified 1'!\C~s in ~i tbe GoverDJ:ent is prci!:Oting 

nnd solving their livelihood proble~:ng, eleVlticg their oultur~ l 

Beyond Slkong is' Tibet wbose inlubit:u~ts 1u 
tbe o~ tioMl policy nfter tho outbroslt ot tho war ve ~na~l..clously uphold 

be ~nouncpd, absolutely respects the trHditiona~ r:~i~
1 

Govern-

and considers tho Tibetans' weltaro 8 g on of 

to tho local ndmlnistrntion in Tibet, Dr~~~ ~i~~be~tp-e D'lticn. 

left in tbo hand!! of the Tibot.ln political l.lld religious l!a::~~
1!hc 

~cqusinted with lcc~l conditions and that neither tho centr 1 G 

nor the neighbouring ~rovince should arbitrarily intervene~ overn-

Dr . Kung t ook t he opportunity t o announce that the successor t~ tbe 

Dalai ~ will be selected within this ya!l.r a nd tbs t two babies buo 

found in Tibet !Uid one in the vioinity ot tho Teherbssu ~Mstary. 

t has slre~dy instructed the Chingbei(Xokonor) Provincial 

ltev,ernmet t t o escort the Chingbei babv to Lhasa whore the casting of l ots 

held t o determine one ot them a s the 14th Dalai Lama t ooporal 

tt ot Tibet. ' 

In this conoection, Dr. Kung announced tbat the Nntional Governmont 

Decettber 28 appointed General WU Chung-bsin, Cbeirmn of tbe ..:Ongolisn 

bot~n Affairs Comaission, and Joch~n autukehtu(Living Buddha) , ro-

ot Tibet, to supervise the drawing of lots . 

Speaking or the Woslem race, Dr. Kung •s gr:1 tJ.ried over their 

or rosist~nco and t heir contribution ~t manpower, cater inl and 

tal rusources to tbe state during the war. In the toea of the 

•1><1'"·1 ~·-ft ncti vity ot the Japnnoso, tho lol<:lslom generals hove, under tbe 

lw"'""'~issimo's leadership, led their troops t o a~ge tho invaders, 

the local authorities have mcbilized tho messes, contributed ~noy, 

zed propngonda c orps, r orood first-aid corps, end sent a gcodwill 

i:Ullsl:~r to tbe Near -st. 

Particularly grstitytcg be added, is the ro~kable progress in 

ng(Chlnose Turkestan 1. A province or ccmple·: races , thoy are n~w 

into one solid block under tbe guidance ot General Sbong Sbib-tsei , 

tication Ct'Jtlllissioner tor Sinkteng. Cne of their roc61lt dei:Dnstr<~.­

tions of loyalty t o the Central GoverMent wns tho purohsee of pl::naa ter 

the Chinese air t o roe. 

J oining bands wi th the rest of the c ~untry in the New Era t~c ore 

the ~ngols. For exSJDplo , Cbangobis HUtukobtu, religious leader of llc.~l ;.,_ , 
recently attended tbe Fifth Plenary Sflssion here. Prince Sba, political 

leader or loloagolis and President o: the Ikcbao League, is new in Chung­

king where he recently assumed his ccncurrent pc;st a.s State Councillor 

or tbe National Government. 

Dr. Kung a lso expr~ssed the Government's gratitude t o tho oversOAs 

Chinese, aany of wbom oro oithcr pinchl.ns their pennies t or ccotributioo 

to their tatberlood or aro bllok in their !lll)ther country taking an acthe 

Pdrt in tho war. 

In tho education realm, Dr. Kung stated thet the Wtn.istry cr Bdu~n­
tion bee continued t ::: ttrre.nge f or the removal or schools rrom tbe war z.::~es 

and provld~ceoiDOdetion t or rotugeo students and toacbere during the 

last three 'months • 
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J!:b tile !'lrrinl or winter t.ba (;!: - f : r the purchase ot wi.ot~r cl:>t -'fero.:::>ont "ll~tt<.od $3CO, COC lest 
Chill&Se withdn_,l fro!> ~ h~~ ~ ~uUts f er p:-.~r student.S. 

'<!<!IZe't c! the t WO 113 ti :lDU cUddle SChn:>l ~e:;n.cent bss incr~aed 
,::;:.o(lat<l ~he 1o!lux ot Hupeh students s upeh 1n nder t : 

! n~ti~nal C1iddle schc:>l t or ~: llce.nWbilc • it h:ls decided t :> 

In thO occnomic f ield the PretU.e r id 
·· , .• ,., .. tho pc. licy c r expl~iting nati ~ sa that the G~verna~nt is 

lie elucidot ed the Governcent , ;~~0:!~0urces1i"nd illcre!.sl.ng pro­~ po cy as f cll:>ws: 

( 1) Tbe Govcr!UllCnt is rectitJing its ps t m1 
:!:e ro~tl of r egiona l oocnomio pbnnl.ng llb~le stakes by embarking 
essist~cl in the roa::>val o r r e ctories f.c the in~~~i~st.rJ ~r ~cn~::lics 

~·•?.,th.1 C ~~~~\~~~~:a~~~~~l rivers, i t i s a lso e~~t~ ~e: 'in~~:~ri"-1 
At present, the Gt-verDQ8Dt !las ch::.sen t he Tc.kians and M!nkls 

l!.lle:rs 1l; Szoch~ as t.ba industri~l belt t or tho first poriocl. 1n
06 

this 
- ound c~al, pe troleuo ~ nstur.11 g.a. Up t o new, llll slcoh:;lic 

• o p:>Wor plant and a ch~cal icdustri 'll plant llave been e stablished 
~~r clll 'Ul4 . " suS'>r refinery :: r a beins planned . • 

(2 l Tbo G~vornment is worki.D8 t;.r s llsr:=~onious cocrdinnti :m o r 
~·:~··o••&r~ted ...ad pri~te enterprises. With tbo successful ent~rc~nt 

tender policy ond t h.: stNDgtheoins cr the t our govarncent 
, revoalod or. Kung, anY J anger or privste individ""ls c!:nt:Toll1n6 

bel~:~ or the currency 1118rkct b.ns been overt ed. 

On the otbor band, U:portant co!!Dlllicoti on enterprises hnv <> 3lre1>dy 
~ken over by the State, while large o1ni06 e.re!l.s , particul'!r l y th: s~ 
t~l import~nco t~ onticnal defense end h~avy industri es, b l ve been 

to~ Stat e operation- Bene~ , the tl9.nger ~t privet~ indlvidusls 
the market ~s 'O.lso ~en dispel led. 

!.!es.nwhilo , the Govo rDCBnt is trd1t)'i06 the Ccrpcretien Lsw,f :>s n r­
:!le grcwtll c t printa industries, ~ pr-..cotinS c~zpenti:>:o bctwt.en 
S-.s to and 11ri vate individuals--all with n viC'! t ~ cnc~U!"'ging pri ..:te 

.cents. 
(3) The GoY~rnmcnt iS doubling itS e ffortS t _ward rurcl ~o : no:!C 

'le t' thrcugb the pr oa :>tio n or rural c :.opo~tivos; agricuHural ex?&ri!IIODt­
st~ti :ns 'l.Dd the ...gricultu.ral Credit Mainistration . !S)!!fted its 

..!tar hostilities fl=ed u;>, t.hc ...gr icultural Credit ad:dnistration\ 
"'c:e·><.lcn trom t ho l ower yangt ze doJlt-1 t~ tbe Sauthwest . In l9~,the MJnini -

cst.ablished 76 rursl credit oc~pe~tivos ill the scuth•~st t o 
t h~s subscribed a cap~tal or $7,GOO,G00· kt the soce t~. it 

• ~P 49 gransr1os with s st~r&goJ ea~citY f or 100,000,000 piculs :>f 
;~r= pr,tluets, invested $8,7GO,OOC ~ rsr~ irri~tion pr J jects whi ch can 
t:r~~te 2,300 ,000 mcw(six ccw oak~ en scre):>t rsr=lnnd, e.nd purchased 
•··- -O, GOO worth o r raw o:tt~n. c~ttoo yarn, c~ttcn cl~tb and f :>Gdstutrs 

t : aeet t he nood a in t.he rear-
Tcuching un~n tho questicn ~r co:=unlosti ons , Dr- Kungyo:.t e4 two 

=z. ,i: r inor:>ve.ce!ltS ill recent o:;nths . Yir&~ , t.be n ecut.lvc usn ill­!!~~<;ed ~t the beginn1n8 :>t t.he J31J.r a .T:.!.nt 'late r :llld Land TrsJlSporta­
t i::.a ~CCLittea t , take fUll c~rge of all tronsp:lr~tion vehicles and 

!'re1ght tr~ttic. 
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With tbe eucoeeetul oonclueion of the Anglo-Aaerican leans, ts 

ll~U~ao, tbe nwaber of h1$bWay •ehiolee o~ be doubled. 

secondly, the Go•e1'1U:IIInt h!le laid cut a MUway network t ::r the 

1ou1111W<ast. Aside froa the TWUIIUl-Bure. Rail~, tbe GoftrDI!ll!nt is 

l1Ul111l~ to build a line linlr.ing J.:II.IUII1ng a.lld Su1'u at the YIUI8tze 

Tbere will als o be an uteuion froa 'llei.ning witbin 

ohow-l\umlul boundAry aD4 along the Jtunei ng-sutu line t o Jrwe iya~~g 

it will be oonnooted with Liuohow in tbe heart of ~1. In 

cue, the f olll' eouU..etel'll pro•inoee ot YwlnaJl, SHchuan, Kweicllr;w 

l'llall&si will be oloeely knit together . 

Negotiation• are aleo uD4erwa7 With a friendlY aation tor the 

..,n,otr<•ction of a l'llil•J' in t he 5 ortbweet, Dr. Euns ad4-'· 

In air tre.f1'1c, he said that the projected Sino-British nirli.De 

~OIIIISttds attant 1on . Accordin& t o preeent n.rl'llll&8aante, Chinese c~rcial 

may fly to Raqcon 11t11le Bri t18b paas8Jl&'Or aD! aU liners msy 

Rangoon t-. Jrunming. .i.t Raog:>on passengers end & 11 Will l!e 

up by Brit1ah tly1ng boete to B11rope. 

In concludi "8 hJ:e repo~, Dr. ~ ooap1red the s ucces s of Cllina 's 

cb1lizst1on with that of lapan. He said tfiilt rroa a peJ'WI&l of his 

1port, !t is apparent that China's bas achia• ed aore practical results , 

.mi,,.,.,,j lapcn•s m ch-publioized genere.l na t ional aob111zat1on is JIIU'ked 

conatant bickarings between the interested pe.rti as.--IIID. 

China Intormation Oocmit tee 

P. o. Box 1~7 

Cbuogll:i.llg , China 
lab. 24, 1939. 

\ 
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Pru~t : ~ta...? librz.-t!>ml 
!a-. s~ ?. Cbalinclc. 

Satlc=al "" :,!!er ot the Aoe r1.eac Le;;io:D 
Coloaal ~~~ X. J ohnson , 
.Us:h~t S..eret&l')' of Co=eree 
K.r.~ 

!.!r. Chadrlc:k statK ~ ~ pu.-pote or t.tls call -cu to Ms.­

euss t he status o!' Prrs~•-• 2.ll 1:! h.rls. ;!r e:a>lal~:c~ ~ tc­

YilUJl€1le .. of t te .\urlca:. il.4-i1>:> l-0 take th.e lndld.I.D& s.":>! aso=e 

the operatl.ng e:x;>e:su. u ~ U..t t~ Sec~tar;; <in4;=ale 

so=eoDe to worl: nth a~= ~ttee d.es1~tK 1:7 !:.!= ~ &..-rlft 

at e.:> unc!ersta-dl ng aa ~ w:..~ =-'..l~ pon!b!J' be 4o:.e to cl.a.-1!)' 

t.t e q_uee t lon ot CW!1era.=l:; a:Q c:st. o~ ai.Dtcanee o~ PerCiJJC :sa.u. 
~te Secretaey 1.n1'o~ &:. ~ek ttat he derilJ'I'tK lfr. 

llclieynolda at his n '9relt:::;;a.tln 1.0 ba.D4le t!U• •tttr- .t~ ~e 

Legion. !Jr. C~cll: a.:u!. Jlir • .;.,-.....oo:> atatK t=...t thq -~ ;:et 1r. 

t ouch lrl t h llr. l!c:!.rr...ol<!a ..,.,..~ before lla;r tor the ~,ou of 

s-.!t± a c:on.f ere::.ce . 

!lr. Cb.adrlcl: t-~.Ad c;n: w Jtr. l!cZe;r..olds & btte:- ~ll::.1:1c 

certain obl1ptiono i==rw-~ q t!;e A::erlce.:l b &to" '-" =r-~!o:: 
nth the operation o.! Pe....::..l=.;; $ll. Ilion ,.; outata::lll::o; o~gatlo.a 

to t l:.e extent of al:>out s~. 'liill). 
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S!&nlllft ar s • :w•a.,. • Ari 

D:I'Oll! !!II ~ a. avea 
w:::IGB!S U::l W!IS"'P'S ~ !D • 
1DlD c. aa;; ; ,.a"1'JS. 
f\1 S I*T• F;!P'tlP! 31. JS1S 

utcsion of the ]IIIQn conferred '1:7 Sect:!= 10 of u.e GoU Beaerre J.ct 

o! 19:;4 des",._ w1 th ~ St&I!Ubatl= J't:ll1 a:::d. ce:rtai:l ,.,...... SJOOClt1.0d 

b e.. J.ct of - 12, 193:>0 rel&~ to tb::lqt t2 ,..,tal.Ue c011teat of 

~he dol.lazu which WOilld. o~e cpt.re -I= 3:), 193!1. 11.~ 3325, 

..:. .Us...-unio11 o~ u.e prc>Tirl..,. d ~ SS25..., 'be ccmw::ictl7 

!irtdsd 11lto the :prorlsi=a del1" wie> C. crl 'm of the ltahUi­

zatlco 'l't::d poorera (Sectio: 1 of the i:lll) IC:Il !:he prorlaioll8 cl.e•H,.. 

rltl> the ute::..lan of cenaill powezs SJ*:U1eol b ~ (b)(2) of 

Sectio:l 43 of tho .Act of llq 120 l9:3J,., Cd.clo ;ld=lpall7 1!:1o>he (a) 

tbo power to altar tl:lc ~ of to. &ol<l ololl.er t::>i (b) the =l.1ld ted 

ccl.:!a,-e of rll 'IDr. If 1t 1s ac:-: 'b' o to .,.:r=. :ell tho other .-ben 

of tho e.-it &co, J1r., c;C'w-•lD-"Ioo I JLUj • to 'C:Ob ..:P tAo prc>T1.alcl>a 

o! ~ 3325 in U.t order. 

Ccr;tbsaticu r4 ~ sW:'''et'n- r=.: P!Mr! 

~ Stal>11hat1= J't:ll1 of $2 MU1""'-~~1 l:r Soction 

10 of C1e Qol4 lleaOl"ft .Act o~ ~. ~ _. ,_ted ""' JUtfl&r7 30, 

19M., !he> $a td.ll1on pl.Kod. in U.. ltllll- oYa'.,.., ~ tbo ~ 
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a.ccraillg t o tho !ro.Q&Ur7 froa t he dccrooao ill t h o woig)lt of tho 

1:0ld della end conaoqw:ct i!l:roa.ae 1n tho 'IOJ.uo of tho r;old 

212 

held b7 tho 'O!:itod S~t""• As o~l,y p:rorldod, tho Steblll­

z:ltion l'tmd h:ld e llfo of b:'O 7C<U"ll end tho Proalda:1t wna =tl:lo,.... 
hod to extend tho pOrtod for one :x!Aiitlo:l.:l.l 7ear. 'ftlis bo did 

on J=u:--1'7 10, 1936. I:l J=.rT 1937 Co~rcaa , i n O.."l .Act sl.!:dle:' 

to t'!lo bi ll now bo~ co:lSiclercd. b7 tho Como1 t too, orlcndccl tho 

lifo of the Stobllb ntla:t J'tmd tmtll J"<mo 30, 1939 ~ T11c pm­

poao of t he le,.--lal~tlcn :c.<a" ba!orc ;pour coa:dttoe 1s to pztcnd 

the J'lmd tmtU J=-7 15, 1941. 

iltlr1ng tho throe 78:1Z'S 1l::ced:1:>to17 procod.lng tbo crc<>tlon 

of tho l'lmd oor e ~hl:L:l 30 r.atlons had dopc.rtod !roc the gold 

s t~rd ~ni had adopted e1 ~ non t 111e; curro:101os or cxcll:J1go 

co:1tro1s. Confronted vi th these oonot."'"7 dDTolopments Co::.,;rooa , 

:full.7 cppreclnt~ tbo oeod for o cpoci.:>l tuDd , oi th m::plc ro­

son-cs :::1d <>doq1:ato povcr to cope ri t.h thla now trend ill into,... 

=ttollll.l r.o,.,tary cot~ors. croetccl. tho Stob1lb:1tlon Ftmd.. 

Slnco the eatobllalDBnt of aur StobllbGtlon J'und other 

coUltrles haTe ~bD::do::oci tho pre-1.931 gol d atond:lrd, until 

nov every (l)tctr-7 eu:ept the lllitecl St:>tea ond one other 

countr-7 iqlo~t c()CICollre~ l:3ll ,. curre!IC7 vhlch, 1n ef­

fect , is either n fio:>\1:« ~~ or 1a oul>ject to exch3~ 

controls. 

'!!'hereM boforo 1.931 c:arrc:lcioa flx0c11n torma of gold 

c.lld. a bblo 1n t erms of ..,..}'<lngc rotc• cbllr:letorl: od coat of 

the world rlll1lltor'7 qata::a, t!lcre ,.,.. prowil c:urrcncl"" with 
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ditforillg nm1mJ • nctunl ·~d Oftn boot.loc m!oe
0 

f1oat1.::t; 

eurro:1cl eao cxb.:mgo controls. :md cxcm"C'D cl~ ar;zoe.,.. 

cents. l"'rocrly rigid clllt po.ritioe ::::.1 =..,.=ricted gold 

CIOTOCOnts ruled 1nternnt1CllQl <:Ur."C%C:f ....,...:i ~::shl.pa; :X. 

dopondonea boa to ba p~ed chie~ -.:po:::o tbc q-to-eq db-

cb1ona of gc>Tcrm::.ents c.daptod to tho co=.tt=nu:r ~ 

oco::oa1c 0 poll tic:U <>:x1. =:!eblr7 cc:3d1t:lc=a. 

'i!lo parpoae of the J'tmd b to ·~··uue t:.e er='-=f;e 

T:ll.ue of tho dollar: In c:&rl7'1ng oat this pa%peSe t:.e :Pt:!n 

undertokea a r.lrlet:r of operllti ons. 

Somet!z~M it 1s cnlled 'tJPOU to p:ta ten rlol~ :!l=tl>­

o. tiona 1n ooa::bange rates indueed 'to" acute polHic=J. CcTcl­

OJmO:ota which cause n~ts of c<>Ptbl !'rclc e:>e = b7 to 

tl::c t~l of last ye:>:r wbcn :>a a co~o ~ tb: C:t~ 

oalov::>::i:>:> crisis n large 'iOl'!Zlle of ~ ~ to l<tn~ 

!:Uropo for t.h.c United Stntea. 1!>8 cro.:n- of ~ ....s ., 

lo.rgo th:lt t.h.c a::o=t of gold whlch 1t ..,. :ecos.sa-"'7 to shlp 

froc ~ to provide dcll::.r b::l=oe sea f= u=ter t!:= 

coul.d be tcloon core of thrvc;;l:l nomcl c::<EEllt."'C1c1 c J:n=::cls. 

If thoro bod been no Stnb1ll•nt1on rtoi to c:.oopc=te rieh tbe 

o thor t'lm<a • t!>o doll= exrbt'!"'&" -=ld !DTc f1 a:=~ "" 
rlole:otl:r na t o disrupt ocr tn><!.e. I=.:...--:=!:ia-:-.1 :::=et=7 

ch::.oa d,ttht '!lnn> e:~~~ued. 
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m=1r4d~ n -a:t=U.O!III. 

~ ~ o.,e=;ic::s i~ ta "'..,2<00:J..~ ::>ec0&..,._7 !or 

m _.= cS rlsX. 1:1 the ~ ... • • a.- ::-.....:: ~·!'1:.1 in 

a....,L!!.:c rl.si: ~ rc~ lesS !h..cq;;: ~ :eci;ro=l 

fo~ .,.........~ ta ~ ==•=~::~ btO col4 :>t 

a p:1ce f'.blt;i ~ • · I:rl•......,•r::-. !t ~ be poi!ltd 

cn:t e:z.t ,_ • • • Yiu to z"ldi ~ ; rl"' '~ ::7 o! "" ._ 

: l::a:lp 1.- - :rnq,.,.tl:r !a%'11&1" :t. ~.,. Jt 1;7 of .: er-
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There are also occasions when Cle eacM~e rate betwec 

tho dollar and the c:orrfml!7 of a eCI'II:ltl)' w1 th a=11 gold 

holdill&a 1a su 'tijeeted to pressure bee&uae of >:mtawrable 

political or eeona:de deTelop:::ento. !he J'lmd can be e::plo)"!ld. 

and has oeeaaior~ cee=. e<:P101ed 1r. rxh elre'ccstancea , 

to help stabil i ze tbe dollar ex~: 
:<or eDCPle, cnxr ~t nth 01= """ ,tast ti'Ccll 

B!l oper:>tion. 'l!C.ere """ st~J:lg pressure a,;:>inst tbc doll.lu­

:ruan oxc~ and C!:i= =eded doll.:>n in order ~o strengthen 

215 

tho doll~ exehar,;:e rate , ems aT01di.Q;: additional obstacles 

t o our trade. To el.ld=te t>:J:i rial< o f exc:h•--.ge lou, China 

agreed to replli'Cll3S8 t!:e -;= at the siiCII rnt e at which the 

United States purcl:.asej. t:Jr. =i Chi='• procise es backed 

b7 ~equate gold :=!. sil-.er eolla~or:>l, w!lich was kept on ~ 

po a1 t w1 th ]'eder:ll Besene 3:d::W. 

a =n,;ee""t of UkB c!:,:u=to:- """ ::ode w1 tl: :&r.u:il 1r 

1937 , but ~ to .... ~~~ do..eloJ'08'1t• t!>e crra:'eeoent r.>S 

not utilized. 
A. a1o1lar ~-.:=e::t """ C)l!a ult."l )IQXieo . 'fe ~ed 

lloxico.n pesos and 1n exr""~ :::>:1• doll.Drll avnil3ble. Ag:>i::o 

na 1n the case of Chi=• C:e MaX1= GoTOr:lD8!lt a,;-recd. to ,_ 

purch:lae the pesos at U>e p ee we paid !or t~ QDd. depOsited 

a4Dqu<~tc coll3t er:ll w1 t!l t!l.e ]'llderal ~sene ;p.,;a. 
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~ an t~a 1lban the altuatlooo a tha fore~.&z~ u.­

eh V col &014 ..notts ealla for. COld opel"'\tlons 'to' the 

J'::lld la U. 1-&111 .ar:mt. I!, as a eoDMCfl"DCe of certaa 

~..:!.. ee- •c or trade da•elopoonh, prouure 

c-14 ....,.l.ot> ap•-t t bo dollar atorl1'1lC rata, tbo Jlm4 

~ b onbr to pro tact tbo dolw' • poll tlon and .llaOricP 

c<IIIOO:'dal. -a trade intcrcata, C'llC818 1u ,old oporaticma to 

..,u- ~t p."'IIIIlrO, It 111£bt, !or o:aa.plo, p).a.co an ordar 

~ita nac.JJ. a.,-ant , tbo l':ldoral BDaor'fo llaDk at Jlow 

Yo:k. !a: tl:c p:ucllaso in London at a apoc1!1od _...t at 

t;014 at a Sjii)Ci.tiod prico. Upon uocutlOD o! tbe or<lor ocz 

Jim~! ~ t;el4 in London and Npplioa dollar evbenp 

in pQmrt. 'fbia gold ia placed 011 dcpoait in Lonc!Gn and 

~ lie <!! !!pOeG4 of in M7 of IOYOrsJ. 11'8TI c!open~ upoll 

!lla--bt ~lCipllllllh. Sbol114. for OlfaiiPlO, proaauro apicst 

t l:. &.llar t!>en occar, tbo l'tm4 couJ.d roloaae tbc gold a 

r.e,.,.,.,.., !c: j*lmrt a atorll'llC and tbcD sell atorllr.r for 

6ell&..-a. U , "" Uc otbor band. no ....:h proaauro doYOlopl. 

tl:c c:cl~ c:a= 11e broogbt to t bia coa:DtJ7 to bo bole! in the 

S~cm J1m4 or to be aold by it to tbo tlnito4 State• 

... .., ~!~ ... 

'!!!!:len are -reus otbo r t ecllnical wqa in which the 

em=> -=>4 -ld trnnsact ion• aro con.,_tod dllpen~ 
1 .. -

t:pc:c ~ tbo prenuro fall•, whet tl» roAIOftl for the 

p.:ou::::• - t.bD coD41tion o! tbe •ari~ ozr'la"'C" ac4 cold 

~ a%111..,.,., tho ahi~ t ae111t1oa f or ,.old aTailalll• 
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J'raa 19:5' to ~ a10l.e ot D 36 the Stal>1lhatlon J'an4 

aeto4 ~tl7 u. the ~ ot cold an4 toro~ -­

ehazlt;o. Wbm U. 1936 :1\-a:!co 1l'aS canfrontod wi t b a monet&%7 

crlaU, tho Unito4 ~ ~ a11d tho United Statoa 

rcal.iaod tho eoeoas1~ ~ ~ atopa to aatocuar4 t boir 

in t~o lo"« r= w"!!lld ~.!U J::OM &nd illJuro. &11, 'l'hcroforo, 

1r. JIIU'S'l&D"' o! .,.... pollc;r ot p..-,tl.llg atabilit:r of tho 

oxc"""cft •&11>0 o! tx dollar, em Sopt(cbor 25, 1936, we joined 

tho f:O\'Or=ta o! Gnat 3rlta1A cd J'r:l!ICe in the Tripartite 

DeelaraUco o! pollc;r -r1 th :-.~t to intematioll&l monetar:r 

aftain. Sc<m U.~ ~ COYe~ta of lle~um, Swits-

declaration. !l:o ~=--"7 for collaboration to attain tho 

ca:ooon objocti ":"oa la14 a-.. 1.: t!ID 'l'r!.pertito Doclaration wae 

proY141M c:!d.o..""U" t;:r t!ID S~illaaticn 7tm4a or tbo:ao cOW>trloa, 

'!bo Stab1Uaat1.cr. lied 1a, =dor proacnt con41 tiona, a 

potant inat~t t or C>3 p.-otoc~lo:: ot our etalco ln world 

tr&do and ot O\'OrJ JCIOrl= pro<!w:Or wlxl COIIJ)Otoa 1n t'bo 

.&:~orlean r:xuli:Dt nth to~ pro&lCOrs. '1'bo onl:r parsons ill 

tho Ubi to4 Statos who cal1 poasibl:r bo injured b)' tho operation• 

Tmroaa tho bnsinO" ~ ::ooc!s atal>Uitr in oxcbeDco, tho 

spocvJ.ator thrl'nla CID ozrhnc3 nu.c- tiOlll, Arfl bu,sinoU ..... 

who baa lad to 4Del in t~ currc""1 lr:DOW• tbat tho dollar i a 

tba - t ~table a:4 ~ ~t r:tUT'QD:1 in tbo world toc!a:r. 

'lbo $2 bUUGD Sta1-~Usatlcc !'CID4 baa boon &11 illpOrtont and. I 

bo 
~1a1 ·---- t 1.D ainta1D1DI tbat atab111t:r , 

UoY'O, OIIIO;o• .....,..__ 
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!he oc:caalODa when the St&bUhatlmt P:zl bs ~ ,_ 

plo,-ed tor ~ .cale operations to u:LI. ~ :f the 

tnterua\le=al DDnf!t.Bz7 market ha're 'b ..... f ... , ~ ~ ?=4 

operates ~q to a lnimi ze undeairallle dq-tc-!Q n=­

tu&tioaa 1:> ra~es. I ta Y 81'7 ex1etence c:OJ1S".:ftl::h:s a 

atal:1l1z1.loc ! ector in the exch""t;e -.1:et . tt is a D,Jt>r 

evhe=r.ce ~sea when nece ss&l"J' et!ectlTel.T .t•s • II!Se5 

of C:Our&eo loe distuptiYe to WOrld t rade. 

O:.e oE the r espons ibilit ioa c! t he S.taa~'ti"" J'tmtl 

aet at tk.e Ye%7 ti!oe when there 1a the c:r-•cs:: 2!1!3 i:>:­

•xrb---ce !a~:lllties. 'Znere haTe, tar ~. ~ UTV'81 

oc:<:asie.:s i:l ue last year when the 7=d -as r-~ ee 

0nl7 ac--.ree o f dollar exch•nce• 

'!!here h still ""ether impOrtallt ~= 1!0i't<!-'"' stB­

bilhatl= tw>.1s thrC>~out the wo~ld perl!U21 - ~. 

the prclecUcn of the do.eatic: aon07 and c::r..Me ~ 
-~· !i!=Cl" o! rro:: thlt ~.::pec:t or large sold loa"• o r ,._. 

StaltrA x •u--- h:id •• is 
tha lar6C s::o=t c! gold held liT cur • 

~ ~a.,-..i-at 
1a = .,..,.ne:>t position to pre t act C'IU" =--<t 

!:e..,-rl~ of ,;old !ron tlda c:o=U:7· 
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It ~ ~ e:xpeete! til&t. wit« Uta ftWtcn.t:ian o r nor­

aU e =llUoca ~road. ~ld. ~ t-. =e Oc!t.ec! State• 1J1 

!cp 'I'Q]. -:me. In mc:il a d tuai 1= tb p1.t 1:1 the Stab 111 ...­

'tee 7'::::>! •111 =ahio11. ft!At llli#t c;~ eout1tute a 

se<rf're C:l>cl< to om- ecCIIl~. 

::.. =-~~= 1e ti:e !.J:tltt!l&t:!~ """",.,,. lmd :x>~taT 

!!&:! atlll exill'ts 111:4 =tort=L!.71 lt:IL.,.. C"e :m ~ for 

:.e:!erl:4 t.:ltt r-ei:. -~will C1! =: ~ 30. 1939· 0!: 

~en or the tnmd cr lln~!.::.al !.,...clo~ts. 

toe S~1lhaUoc PaDd rJitf:T !:A-n ..,...,. ~ UH!~eu in the 

l:co ~ c,,.le<!g<> at its o141:.,um. ~1=. to p.iD spec7"" 

laUT& ~t.a,&e. It .,... than.~ 'llll:a1 ~ Britiai:l 7t:%ld was 

epera1Ad ne the ,1::10st seeroc::r om! u ~ ..-1111104 til:>t a 

ce-..3!.:1 corr.:>t of secreq was ~ U :n:r J't::>! . ,.. to se>Te 
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So tor na t!loro 1a aecrac7 b the oporn~n or tho St:>b­

ilhntion J'uDd or the 1J111ted Statea, lt reatea only t.. the 

tranaact1ona and stat111 of tho $200 ailUon portio:l or the 

J'u:nd, 'l!t1e account hal neTer h old ..,..., than a relatin4' 

unimportant portion ot our mo:1ot&r7 cold. atodt. It 1a with 

regard to thia portion ot the J'uDd that the .. ..,.,.,.~60 opecu­

latora interested l n fol.lowl:lg for tl:elr """" ~ the c!q-~ . 
4a:r OJH!t"'ltlQna Of the ~ 110nld. l!Jal to hlrre DOrc d.et&lled 

inforunt i on. These speculator& e=t now tell whether the 

opor:)tll:!g portion of the J'ti:ld at e::r (51-..m tUle c0:11is~a 

ont1rol7 ot gold , or entirely or eaah . .. eta, or po.rtl7 or 

onch, 7!'ney, or nny eit.lzo:>, ot eourae , = toll !roc the 

D:U4' 'rronaur:r statement th::lt the Str.h1U:&:>t1o:> 7und contains 

nt lOl!.lt $1, 8 billion or gold nhieh bl>a :>liTer bcell totiC!led. 

SpeeuJ.Atora would be the e'!:io! bc:>etlcbrles !roc publl­

e:>ti on or a current record of the cb;r-to--cl.:l:r operotiona ot 

t h o 7wld. :r:Ulizlg to obtain ~t l .nfo=tlon, th<::< wonld. 

lil<AI tho detailed dnt:> on Jll'llt operc>tio:a, ~ paat record 

would ennhlo them better to trc>ee tbe C'11TeS aet1rlt1es or 

the 7wld. 

One of the important wep t~ which tho Stab111zat1on 

J"uDd. holpa l!l&intaln contldonee and atablU V or oxc:h&ll,""'' ia 

ey ita pa)"cllologlcal ertect . !he lea• the cpeculator lalon 

or tho ~-to-d.D;T operatlona of the JIIDl, the c:>Dl1er do 

thoae operatlona ha"f8 to be, 
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II . 

Alteration in the Weipt of the Dollar 

I DOW come to tbe second aeetion of the lecialation 

vbieb the Comm ttee 1a conaiderh>c: extension of tbe ant.bor--

1t;y to olter tbe gold content of tbe dolla.r. 'rhia povar, 

when originally ~1von to tbo Proaident in the Tbomaa .&mend­

Mat paeacd in lla;y, 1933, wea au'bject to no ttma limitation. 

Bo<>OTcr, it did '?roTide tb.-,t tho &"Qld content of the dolbr 

could no t 'bo reduced more thlln 50 percent. In Jcuary, 1934, 

when tho President roeoucnded tho oneet,.,nt of t bo Gold B.<>-

sono J.e t be r oco,.,.tded that tbo nutbori t:r to ebtz>,gc t.be 

&Old content of tho doll= be l1m1 tod to rtxinc tho dollar et 

n gold content of be tween 50 ntd 50 percent of i ta f oniElr 
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wo~t. You ma,.v rccoll that on JMuerT :n. 1934. the Prcaidont 

oxor ciaod the powor gre.nted hie in this J.ct b7 tixi.ng tho gold 

content of tho dollar a t l f>-5/21 grnina of gold 9/10 fine vbieb 

'"'• nppro:dcntol;y 59 pe rcent of ita fonter woi&:bt. 

'lbo Gold Reaone J.ct plo:od a Ucc liAite \lon on both tho 

St~.b1lisntion J'und nnd on tho dollar do,.clunUon powers. On 

Jnnuo.t7 23, 1937, tho doll" r dOTIIluation poorer wna r enewed. 

b7 Congress a t tho a.- time tbe Stabilisation l'aDd ""s ext<=dod. 

It ia r:>7 conviction tb&t t bia power aboolld be continued.. 

Tho dol1nr no" hna i dont1coll7 the aaae gold Tolue it h""­

fhe ,onra ago whon the Pr ootd.ent proclaicod on Jt<D~ :n, 1934, 

tbo.t tho gold content of tba dollar tbcll be lf>-5/21 grniu of 

gold 9/10 fino • Tho fact t bo.t ..a bc.Te kept the 6J>1d T<>lue 
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of tbe do~ etalole ~~ U. 111te:n>t!\1o::ocl. -~ 

41aturbene" end elvw- r4 Ue put the 7enra abo'llld be 

lldoqucte aaaur=• u...t U::m·e la DltU har dea1re llCr in"t<:tt 

011 tbo port of t his eA.tme~ol1 t o alt or \he gold "laluc 
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ot tb.o dollar ~t ~ clrc::a=at i!Dcea which clcu~ dr::>:.:>d. 

auch net1on. 

!his po• or 1 a a w-ee;.:: b I'CMJ"Ye which 1s :oe<:ded f~r U::e 

p roteet1o11 of ~= l~ts. In the co!>IO\ar7 neJ.d 1t 

1a e a l::1p0r\=t ns a pe'l'c:rl'ul ...,..,. 111 the field of ~=sa 

ecr.1nat cr.oed "-t~ 

r ol4t1cmshlps r c=h<s:"t>.!ect to =ahnt :::ed.1!1e:o.Ucn. ~ 

1s IX> ~t, tl:::-t o ttzr ~U'iea 11111l.elr aurch !or eet 

1a 111 t bcir ben ~~u rill ~ot ~ortd:e ~ta7 

COC.SIU'9a w!li~ =rq ~te ~" the 41ae.c!T=tN" of tt.e U::ited 

Stetos. I:!. this ce==eeU=• r eoo:cbar ttet rtrtunll.7 ::o f o reit;:l 

cOUD.tr, ~ !1--ai tJ:e r..et=l ;;!)ld 't'{l].uo of its c:urrc=c7• 

~or tbe ti!U~ $4ka to ...,.,.xor ozrT of 1\s i=.st=t• 

t or dollli»6 Adeq=~ a:>! pro~tlJ' with 1ntcr%1At1e=l eco-,..,c 

md conat."r7 orohlec:s '" t!>e;r mao wollld tie our ~ 1lbe:> 

1=«.111t e oct1~ ci?t be eracial · e.o cx1st ecc of tbh pCICC!' 

to dcm>lt>O t b! c!<>ll= !::&s bee • warn1nb to the 110r1d U::>t ..., 

Regraded Unclassified



223 

- 13-

a~ r~ e:l4 able to dere:td tho poaitio:t o! U:is ~ 

b world tneo 6:!1! to p ro t oet .&:>orlct>.D .;ooda rro:: i=.te=s:lf!e<! 

cc::pctl Uo:. l:::. ~ .t::oeri ee:1 Jearlir:D t . 'rhna atclli U c,- :"e-frer 

~ l:.st.t:!>!UtT ia .;lv en to ilotenational. e~.., n\es 1v 

C.: c:d.at.c::>co o! tbe p ower in t he tb1 tod. Sktea tc ~e::l 

!:: U:c ~ld co:.t""t cr t he C:oller to apae. 

III. 

:Sonr=lfi:od llo::DaU c Silnr 

I n ah ~ call s tte:>tlon tc t.be !oct U.:.t s~c~ 2 

cr .,.. ;r J;;25, 1.:1 aU.Itio=. to extc4!=- U.. power· c! ~ ?resi­

c!e:t to :lt¢.%" t.te weigi:.t or t te ,;old @l.kr, else ex--=~ 2<> 

pc:we:r : r e:.c Pres:l~e::.t , cod erred. b7 u,., .&.et or b 12. 1.3:;3, 

::a a:>e::>!od, ~ p roTic!c ! o r the unll.oited col-o..,~ o ! s!~T=· 

J.s :r;::>. lc:..-.r, p~t to S1lCL poww- the Prell1c!~ o: Dc!c<:d:cr 21. 

1933, hsu.X. 11 procUo&tioc purswmt tc which :-I.Jo'-""'~ 

~atic sil.Tcr !:as 1>ce:l r ece1-red b7 tbe :::1%lts !or coi=3i!,-c <::li 

U:e -<-c of-
~tic:> to tbe ::x:::c·te%'7 steeles a t a retur.: to -
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Deacllc:r a . 1.9:5:5. & ,......., === ~'~=- !lo!:Yc 1loc!1 hoac4 

~ U.. cn&'- 1 1 f1 , ,...,..,,., c1tl> rapn! tc t!;c =a=1: 

to b o rdllr:ll:4 to t.b: ~ ~ rn.me• 'lC UD or1~ proc~ 

caticm. 'ft:a ~ h--"""" -~ '-o;;JOrtic: 
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111 ... ar m:4e:r-::. .m;..nv d a •-="' t~ u. c1u:r td ~­

:::ato}T 64r-1/Z cc::b ;= =-. 1!ila ~ proc.l=.tio:>. ,. 

cc&.rled.., ~ = Z=- ;n ~ ~ ,....... lhlo!cr \be p%'1> 

rtai=s c:~ ~ 2 ar ~ ~ ~ ~111!c1: ...,.u U:Te 

cmtbcrl&T to ~~ ....: i='"'""XT' = =tll lr::m~JrT 15, l.!Hl. 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

..... ,. r.u-q •· 1 .. 

. ,.,_,. 
~ fel.l.edac 1a a Uo~ of a\V..\l't'o .., b- w~~~• ~' 

' 
.. oftera&la ' ·• for \lao $1,liM,OOO,OOO •1/f11, .. - -t.rtac . 

,, ?""' 

!a a p $' 

2- -l.Or-ro 
(lMI) 

•11• -a-u ,.an) 
( 1 •• .,, 

M/.- ··~· (1161 n) 

.. , .... 
0.17 
0.11 

0.8'7 
o ... 

1.16 
1,11 

Z.J'P 
a.• 

2.110 
Z.ll 

PEM1w 

a/aaa 
11/~ 

1 pola\ 1/12 
1 pola\ 1/14 

1 pola\ t/12 
1 pola\ 1/14 

1 pola\ ~/12 
1 pola\ U/14 

1 poi.a\ lf/14 
1 pola' t/14 

Zpolah 
1 ..U' M/'&2 

1 pota' • In 
1 pola\ 11/D 

1 .-ta' u/aa 
1 pola\ U/D 

.. , 
Gift la\o-\aqu~ 
_, ·~"'· \o 1/Uat• 

• tawno\atJu._ 
-'-
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' q.,. " ~Herr ,, 

~ foll..UC •\r' 'h& l-._, 11e 11111 1 ~fer • 

Md.i\l.-1 soriM ,... U.•U p ..U u • adia\ a\ a ,.ua. 

..._, ..... ta& 
Oau-.u., PI ' Cltfed.JI& .... -'~· ,, -a .. ,.. ,_,,,,_, .,.,.,, Pd= •• I 

1•1/tf. of U/U/G Me lOL.U )00 11"-!%: 
100 1/4 l ~\, 

lOO 1/2 1~\ 

n n' ,. 
~1/.of1~ lOS. a 103 1 •" a/a 

lOa 1/ 4 1 pt, u;.aa 
lOa 1/2 1~\,&lia 

'r3/4f/. of 1NO IB lill to:S,Il lD2 1/ 4 11"- •laa 
1021/2 1 p\, ~12 
103 1/4 1 ~\, '12 

ftlo ~·' •hd.IC ~ u aft - ...... u \M .aD\ ., 

1 ~\ 13/~ a.- a ._ 71oU' Mde. 1M •tLn .....,., _.. 

of ao - oaa11.. a. 1.....- fa -rr '-&a lWill ... lD w 14/~ 
.._ 8M • 1....-r ~ ..... _.. 4 to I~ ~- Bot• 

aro liJ tar u.o hi pH\ 18ftl• \M _,., llaa - z ¢rl •• ••· 

\Mro - \o ..... fla .... ~'toM ., -- __ • .,. ,.n-
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la_, 
0..\ .. 
fa I 

LUI. 
LOP 
LOS 

2:10 
2:. 
2:. 

2:11 
2:10 
2:51 
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\ I 

Teaterd.&J ue Sec:ret.arJ of the Treaaur1 t ol d ce that 

be would be 

of a ffairs. 

s t ate glad t Q i:&Ye i nforaa\ia:l on the present 

It :as;r ee 'fL interest to h1& to haYe a report 

I had lan n1gbt n th BOIU!et: 

Bonnet tol.C - U..t Berard bad turned cioWD the poet 

of French J.abasE&dDr 1D ~. after it bad been for-llJ 

offered to b.Ul. Berard ha4 conducted the negoU a tiDile 

wit.b Jordana wiu the greatest still, and Bonnet regretted 

b.ia action greatlJ. J~ .bad ea1d at tbe be ginning 

t.bat Span .bad n~ so l&U '"er w1 t.b F'raxe, and 

de j ure recognit~ac -. a1l theJ were inter ested i n. 

Berard • a anawer bad t:em tbat de jure recognition wou.ld 

b e giYc bJ rranc e, l:at in addition to the &1sple probl .. 

of recognition there .. $ t h e aore isportant ?robles cf 

reatorine; "the n~ c}.;)l;e hi endahip betwem the t wo 

o0Witr1ea. nen Jordana aDd Berard worked out a nuaber of 
inter eat, 

written agre•-'• 
..tdc:h c '"ered •ttera of O!UtuAl 

aucb ae the ret= 0~ span1s!;. retugen no are now l D 

France, the retlB'Jl 
at SpiiAiah State propertJ now 1ll 

J'r&nC8, a.Dii ao ac. 
.a. wr1tt81l agreeaent prorlciine; that 
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terae of •good ne1 .... '--rs• waa ,....... aiped by J ordaDa aDd 

Berard. the &ge-ent UaeU, BDIIDU aaid, -• wor1ied 

Yague!r, but 

tnforced u. 
a n-ber of official Yerbal etatesenta re­

.t.n off1c1al stateeent was ede br Jordana 

t hat the old agree-nt between France and Spa.1A forb1d41A6 

fort1f1c.at1cm m tile Balearic Ialande was still, 1n force 

and W'O\I.l,d rn=1n so • 

.lt ~e present t i ae, Bonnet t old ae, no IQJ.ian fore .. 

were 1n anr of the B4l,earic Ialanda,rlth tlle exception 

o! eoo aold.iera and !I) airplanes 111 llajcrca • 

.le to the future neutrall ty o! Spain 1n case o! ccm­

fiict in Eo.~.rope, Jord.alla refused to •te any definite 

proaiee,but he said that t he polic y o! ~r.ual ¥ranco
1

E 

GoYeru.ent -. the - as 1t -. Laat Septesbe:r . .u tl:at 

t 1ae Franco had a.saured the Bri tiah ! r.d !'rene!:. GoYern­

~~:enta t!lat Spa1n wooad re•ln neutral 1n case of a geeeral 

1f8r 111 Europe. FUrtlumaore, Jordua stated that the 

d ee1re of the eot1re Spalllah ;~eople for peace -• a.er-

1lhel•1ng, after ha'rlllg had t wo years of ciYU war. Ee 

s aid that 1t 1f&l! rid1C\Ll.Oila to t aglne that Spa.b coull1 

be drew int o a general 1f8r in Europe. 

The ye:rbal, 8 tat-enta bf Jordana , together rlth t he 

written •good neighbOr" declaraticm were looked oc bf 

Scmnet ae equiYalent to a praaiae that Spa1n wou.1li r-a 

neut ra1. 

Regraded Unclassified



229 

- 3-

Bo~er, Bcmnn au4 he 'hoU6h' Spain w~d Join 

the AnU-coatntern hct, eJIId a4de4 t hat be was not es­

pecially disturb ed. by that. In n ery way be indicated 

8 s anguine optt.i- regardi ng f u ture relation s between 

F'ranc e and Franc o • E GoYeTII.tent . 

I asked Bollllet whl!'ther l::e did not think that i ll­

c reasin g power a ight b e gained by the Pbelangistas, and 

t hat Spain orould ~ly b e pua!led i nto an a tti tude 

of hostility toward t h e ~ench; be replied that, on th e 

c 011trary, General serra::o Suner (brother-1::-law t o Franco) 

was t he new beaci of tl::e Pbalang1ataa, and was a conser­

• a tiYe who rea~y wanted not a ?as c i s t State but t be 

return of the Konarcl:y . 

Aa f or I~:r, a aonet aade t he f ollowing reurks -

Be b&d. ~ecentl.:r b een t o ld by BAllfax, on beb&l.f o f 

the British eo.er= e:lt, that tt:.e Br i tish d id not t h ink 

it unreaaDDAbl.e far Iul:r to a.a1: for a free port in 

Dj ibouti and for control. o f 'he Add ie Abeba-Djibouti 

Rail.road. and a ah.s,re in the adainis trat i on of the suu 

Canal. Bonnet Maelf bad 'ball:ed, on oebalf of the 

French eo.ernaeot, untU all Italians bad left Spain and 

b '•caaili"'a, UDder WlU" 
until )(uasolinl b.acl st•ea llP ..... ..., 

i and bad learned to 
ttr•t• a.a a •~ o~ eegotiat on 

' be 
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be poli~e; ~heee queetiona could not b di e seueeed until 

France wae aeaurecl on the foregoing. 

RoweYer, I waa told by Bonnet that be did not see how 

be could go back on the proposals me.de to Ciano by Charge 

d 'Affairee Blondel lest spring on behalf of the Frenoh 

GoYernaent, pro•idecl the Italian Oovernaent should abandon 

its threa~e and show a disposition to live on friendly 

terms with France. Thes e ?r opo&&l s , Bonnet said, were 

that France would be glad to enter into diecueeion of 

t he question of the statue of t h e Italians i n Tunisia, 

the Addie Ababa Railroad and Djibouti. 

At the present tie , Bonnet added, he was not well­

i nforaed aa t o the Italian Government ' s exact intentione 

because Ciano would not receive Francois Poncet, the 

French .t.a~aeador. He did not th i nk that »ueeolini would 

u.ke any !oreal d.,.ende until the new Pope had been eleoted, 

but shortly thereafter he expected Muaaolini to lll&lte known 

his d.-nda. It bad ee•ed certain that these de~~~ande 

would be aade i n the moat provocati•e blackmailing manner 

by )luasol1Di, bu~ t hat now, howeYer, thanks t o President 

RooaeYelt ' e words and acts, the Italians and Germans ~ere 
becOIIiDg 1Dcreaa1ngly afraid to rhk a general war the 

coaiDg apr1DS· Therefore, there is a poaaibility that 

lluaeol1D.i would order the Italian press t o change ita 
tone 
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tone and wo\Ud. quieUy negotiate in an attempt to get 

eoae conoeaaione. It a1gbt be poee1ble in that case 

to work out a eettleaent in the Mediterranean area, 

BULLITT. 

U : LW1f 
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Lese l!llll'ked pre.ssure tod&r = tt.e ..el6'l and on the 

florin. .lethe official a uppon 'A-ll e;tno t o both 

currencies. it appears. Durine; t hr day ' s trading the 

n md obtained a substantial asoa:1t of s t erling. A..lmost 

no change in ~e doller. 

On t he security aarket t hr tc:ce waa eeuer • and 

there na a gain of about SO c tttiMa in rentes. 

Today' s French finllllciel p :N!s s rl;pl'es aed the view 

that the decline of bo~ the beJ.sa a.::.Q tl::e florin was 

o f an econoaic nature, Pnd pci lltK out th&t both curren­

c ies had a soUDd technical pos:l.tic:c. It was pointed out 

i n particular th&t ;»ressure r.lli e~ised on 1;he florin 

and on the bel.ga o y tl::.e French price leTSl. u:d subsidized 

Ger.:a.n exports. J..r-eut e:zpo.dinres !ly Selgi= and 

the Jletherla.nds n ecesa:l.tate4 by .,~ct cirCU&Stances 

were also gentioned as an addi ticmal l:D..-del. 

A. certain IUIOunt of spectll.atiClll 16 noted 111 th respect 

t o ~· enmt to which deT&luatiac of the belga might be 

considered if &Dd whel a deciaJ.c. to d nal.u• _,. be taken. 

In -vift of ~· c~ercial relat101L8 CJ.c:!: u::l.st between 

the Belgt&IUI and the Brit:l.a!l, :1.t :I.e !lOt thoue;ilt probable 

that 
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tbat \he BrUl* •"'l!arl\:1• woal.cl peralt \Jae tripu-\1\e 

buea to be 41narbell br a too aanlo •au...-t• of \Jae 

bel.p., puts•Jar~7 u- tlwre W'CJIIl4 ' rfl•tel.l' c-

up \he queaUca of \1!8 flarlB. 

........ 

. ' • 

DD OF YDIAGK. 

-

BULI.Ift. 
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:::-.:s 9..':\0ADCASTS 

STATION Wl·lAL 4: 4? P. H. 

• secretary of t he Treasury Horgenthau, 
made another appearance on Capitol Hill 
today, when he 1·rent bef ore the House 
Coinage Co~1ittee and read a statement 
saying the Adninistration has no in­
tention of changing t he value of the 
dollar unless an emergency arises . 

The Secretary described t he power to 
change t he dollar's value a s a •reserve 
weapon' an~ added it was •as i mportant 
in the monetary tield as t he Navy was 
in war. 1 

President Roosevelt has requested an 
extensi on of his po~1er to change the 
gold val ue of the dollar anc to operate 
tr~ Country ' s two billion dollar stab1-
Hzat1.on fund." 

234 
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NEWS BROADCASTS 

Vf..tAL - 6:45 P. M. 

Lowell Thomas. 

L35 

Tonight we're given a glimpse into/'confidential nhase of 
bookkeeping . It ' s the ledger of thnt huge, oystlfying 
affair of international finance , the Stabilization Fund 
t he two billion dollar budget used to stabi lize t he doll3r in 
t he mar kets of the world . Today Secret ary ~orgenthau a nneared 
before the Weights, Coins, and l.!easures Co..lLlittee or the· 
aouse . The Cold Reserve Act , under which t he Stabilization 
Fund was es tabl ished expires June 30 and the mute House ,.;ants 
it externed to J anuary, 1940. Arguing for t his , the Secretary 
of t he Treasury today opened t he Stabili zation books to t he 
Co1.1mittee and to the public. 

The accounts show what r.e •ve heard before; that t he Stabiliza­
tion Fund in its money market deals has made a profit, a 
profit of twelve million dollars . 

\\ell t he books in Washington also reveal a lot of transactions 
in ~ropean currencies and has t aken an Asiatic slant. This 
is gr aphically illustrated by one of the charts, under t he 
heading of nneposits . Central Bank of China - 168 million 

yuan.n The Secretary revealed t oday the Stabilization Fund 
entered into an arran&ement stabilizi~ the Chinese unit of 
currency t he yuan when the Chinese yuan showed a decided 
weakness ' in the mo~ey market, and backed up its end of that 

transaction. 
Well the Si l ver Purchase Act, by forbid~1n~ ihet~e~~~~dto 
buy ~ny silver except1s1uc~edsD;~i~~wl;~ ~~ a~e~ment would 
States, showed a comp ca . • 
have tied it up ~ith furt her commissions . 

The Administr ation Democrats r allied and voted down t hat 

Republican proposal todaY· 
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NEVIS BROADCASTS 

V~C - 6:00 P. Y. 

Esso News Reporter . 

V/ashington: The Administration• s silver buying pot:ers were 
rescued from a Republican assault by a close vote ~ tne Bouse 
today. The House defeated, 155 to 135, a proposal to restrict 
the United States • silver purchasing program to newly Dined 
domestic silver. 

New York: Stocks, bonds , and commodities ended the 1110nth or 
February on a strong note today. United States GovertDent 
bonds soared to nefl highs for the year. llany i:IBde record 
highs on the U:orgenthau statement there would be no new 
money financing in March. Stocks had gains r anging to two 
points. 

WUAL - 6:15 P, U. 

(Identical with fJ\C - 6 : 00 P. U. ) 
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NEI.S BR.O!I:CASTS 

lDI.A.L - 11 : ~--J ? .~. 

!!el.::.rh!..le , the 3ouse set so::~e :x>l.!.-:!.e, .. * '-r.:o-=9-~ 0 -"'-"" or i ·• 

oP~ e ccord; under t he whi~ o~ ~cy· ~;;!~, ~~~e-re;ocret; ·­
~~a" ~o~ RepublicAn atteopts to c~? t~e '~~ o: t~e Ner. 
Oenl silver policy . The Republlca::s c~!e<! to l!.~tech a:~ eend­
~~nt to the Treasury Post Office SU?~ c~, r.he~eby Treasury 
;~urc!"~ses, would be limited to sliver =~~lr !!!.!..l:Jel! ~i~:-.~ here in 
wter .:.ce .- ~he Ac,..•nistratio:-. le~C.cr: r:·~~ _ ~::e votes and 
t~e 2=e~ent r.as licked, 155 t o 1J5 . 

Sutse,&e~tly, t ee Bouse passed end ~~~: : ~ ~~ ~e=a~= ~~cone 
ar.C. :!'!ree 'tl!Citer b!.llion tel.:~ ':":' -ZS"=:" ?o$': ::-:""~ce 3:-'":'!'0:>ric.-

tion bill. 
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PLAIN 

February 28 , 1939 . 

LOUDON (ENGLAND) 

151 , Twenty- eighth. 

?ROW TEE TREASURY DEPARl'WE!fl' • 

Ihe Collowing is transmitted for thE 1nfo~t1on 

o~ the Embassy. Th E Embassy is reqUEsted to transmit 

, n=.o. assy, the text by mail to the Amtmbass~ , Pnris ·, •-- b 

~~ssels ; Amlcgat1on , The Hague ; Aclegation, Bern . 

STATE~ENT OF SECRETARY UOROENTHAU 
BEFORE THE COJ.WITTEE 0!1 COINAGE, 

17EIGHTS AND :.lEASURES OF THE 
ROUSE OF REPRESENTATIVES. 
TUESDAY, PEBRUA!U 28, 1939 

--cOo-

K:. ~nairman, Vccbtr s or the c~ttec: 

238 

On January 19 , 1939 , the President wrote to thE ?resi-

dent or thE Senate and thE Speaker of the HousE of Rtpnsen-

ta~ivts rcco~nding thE extension of thE powers conferred 

by Section 10 of thE Gold Reserve Act of 1934 deal ing wit~ 
~ Stabilization Fund and certain power s specifiEd in the 

~ct of ~ay 12, 1933, rela t ing to fixing the :xtallic content 

of the dollar, which would ot~crw1se expire on June 30, 1939. 
a. a. 3325, 
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H. R. 3325 , which was introduced on January 25, 1939, by 

Cha1=an Son ers, is in accord wi th the recol!\11\Endations or 

&~e Presictnt and I am appearing btfore you in suppor t 

of :~is bill. 

-~ disc:.lssion of t h e provisions of H. R. 3325 may bt 

conven1tntly divided into the provisions deal i ng with the 

extecs~o= of the Stabilization FUnd potters (Section l or 

;;t.c bill ) ::>..'"It'. the provisions dtaling with the rxtrnsion of 

certain p~trs speci fi Ed in par~:raph (b)(2) of Srct i on 43 

of ~~t ~ct of ~ay 12, 1933, which principally involve (a) 

the potter to 31 te r the 'rlt ight of t:•e gold dollar nnd (b) the 

unl~ttd coinage of silvtr. I f i:: is aGreeable to yo~ nnd 

t!u other t:r::.c!Ors of the co=tttec , lir . Chairoa.'l , ! propose 

to t::>..: £ uy th£ provisions of I! . R. 3325 in that order • . 

I . 

Conti~~ot1on of th£ Stabilization FUnd Powers 

7~£ st~bilization FUnd of 32 billion was established b7 

secti on 10 of t:>£ Gold Reserve ,\ct of 1934, w!lich was enacted 

on J~~ry 30, 1934 . Th£ ~2 bil lion plncrd in the ?une wa s 

o~taintd fro::. th£ increment accruino to the Treasury fro~ 
the dccrtas£ 1n the wti&ht of the GOld dollar and consequent 

increase 
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incrEaSE in thE ValUE Of thE gold hEld bJ thE United States. 

As originally providEd, ~ Stabilization Fund had a lLrt 

of two :;cars and the President was authorized to cxtc:x!. tl:£ 

peri~ for one ~tional year. This he did on Jan~s:J 10 , 

1936 . In January 1937 Congress, in an Act sl- Usr to !:::X 

bill now being con sid£rcd by the Ca=oittcc , EXtendEd tC£ 

lift of tl:£ Sta!:<iU.zat!on ?und until June 30, 1939 . ~ 

purpose or ::he lq;ls:~•ion now bc!'or<: your co=itt££ 1s to 

cxtcr.d thE Fund ULt1l Janaary 15, 1941. 

Durins the thrEE yt:ars 1=£dint£ly pr.:ctd1ng th£ 

creation of tl::t ?und =:or£ than 30 nations had departed :rr= 

the gold s ta.-darc! ani !lad adopted cittu:r floating currc!:cl.ts 

or cxcr.az:sc co::t::"Ols. Confront ed with ttu:s£ conc ta..'"Y 

dcveloP=£n&s Co~ss, fully apprec1at1os thE r.tcd for ~ 

special fund, cltl:: ---;:le reserves a nd adequate powcr -:a co;:t 

wi th t~s n£'11 t rend 1n tcternationo.J. conetary :oattn·s, 

creat ed t~c Stabilization ?uDd. 
Since thE cstaolis~nt o! our Stabilization ~ o~tr 

countries have abandoned the prc-1931 gold standard, ur-&11 

now every coUD ti"1 except thE t'n!ted States s.nd on£ o t!:t r 

count r:7 i.l::;Jorta.nt co=£rcially has a currency ...:U.o, ~ 
effect , is cithLr a floating currency or is subject 
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If there 

5-1151, To London, Pcb. 28 

taken can;: or ~ normal cbmmtreial chan~rls. 

had bEEn - ·o ....__"""'~~ t 1 Fund ~ "'"' xa on to coopErate cz 

thE other funds , thE: ~~ txclla:'lgc would have nuc!:'=to.c:d 

so v iolez:tly as to ~~ o= trade . IntErnatianal 

conctary chaos m::tg::::t :=a:= ~d. 

'!'he occasions 'IItLe± :::s.l.l ror operations of 1:.'-E :::1;:-•­

t ude uncl.trtal.:= by = :1'~ la.st !'all arE , hovn·Er, ~c= .. ·~. 

Roma.l ly t~E Stabilirl.;::!= :o'tmd i s conccrr.cd wit!: hc::r-ce>-

hOur and day-t~ fi;:eu:..a't:10Dil ill thE dollar o;c'-s-~ ::'".t ~< ­

i'htn til E exchangE mar:!:£~ E.Tt quiet and therE ar£ no ==-:.L 
distur·.Jancts , it :!:!l ac::: ::l!:Ussary tor thE ?unci to tan ~ 

activt part ill ~ lllt--.ttlt. kt sucb tizcs it opcrst;s tr. 

rtlativtly ~ ~c=:~ ~ participates ill a rEla~~YE~~ 

S!!!B.ll nu:::btr of cra:::=::!=s tach day , and osy E7t.- ::c~ 

Enter t~E markEt ae ~-
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Fund o.tcc:=pts to carry out all such t ransactlons with a 

cln1.!:nl;c:. or risk, In th t E pas • we have beEn succtssfu1 1n 

~ sptcla1 rtc!procal avoic!.~ :-:iu or exchange loss throu""' 

arranr;=r:::=s bttllttn cooperating TreasuriEs 
• 

for£1~ ~c~sngr. 1s immEdiately convertiblE !n= sold at 

a pricE ~Lx£d tach day. Incidtnto.lly, it s=o~ bt pointed 

avoi the ~cssib~~~ or an out ~~::: ~tca~t we wish to d 

, ort3o ..at pos:!ic':; ~ ~ or an txcl:.a.-_-E :~ss ,.t frcqucntlv t ~,_ 

':"a.t :-E art also occasions vrhtn the o:c'-a -o;E rate betwEEn 

t h E dol:a:- zed thE currEncy or a country ~i~ s:all gold 

hol~s ~s· subj EctEd to pressurE btcaust o~ ~avorsblc 

pol1tica: or tconomic dtVElop~cnts . ThE ?-c ~ bE 

t:ployt:d• = .0 has occasionally bEtn tcplo;Ed. !.!:: su~ cir­

cu:sta::cts• to hElp stabilize the dollar cx~E. 

?or ~~1£, our arrangement with ~_ina TaS jus~ such 

an O;:Jet-ation. Thtrt \taS strong pressurE ~p;!!:st thE dollar­

yuan czc~1coe and China nttdtd dollars ic order to scrtnGthcr. 

the do:l.ar-;>.:.an exchangE rate, thus avoid ins sdditional 

obstacles to our t r adE , To tl1m1no.te any ri~ of exchange 

d t ha E thE ..,,..n at ~:o-., ssr.£ rate 
loss, c=• - a agrEE o repurc s • ,---

at >7:!:.!-c:!: ~£ Ur:ittd Statt s purchasEd tat= &::IIi Chi.na ' s pro:rl~t 
was ~C:,.tc!. ~ adequate gold and sUver colls.~t:-e.l, which was 

:Ctpt 

Regraded Unclassified



244 

REB 

7-#151, To London, Pcb. 28 

kept on depos it with Ptdcral REsErvE Banks . 

An _ ~rrangtm£nt of likE choroctcr was made with Brazil 

in 1937 , but owing to subsEquent dEVElopmEnts the arranst­

:cnt was not utilizEd. 

A sbilar e.rrangtmnt was mad£ with lltxico. \Yt put'­

chasEd UcxicaD pEsos and in EXChanGE madE dollars available . 

Again, as in thE casE of China, thE Utxican GovernmEnt agreed 

to r t purchasE thE pesos at the pricE we pa~d for them and 

dcpoG ! ~ed adequatE collateral with thE FEderal REserve Banks. 

ThtrE arE times uhtn thE situation in the forEign ex­

chang£ and gold markEtS calls for gold opErations by the 

?und in tht London markEt. If, as a consEquencE of cErtain 

intc~stional, Economic or tradE developments , prEssure 

should devElop t>gainst thE dollar sterling rate, thE Fund 

eight , 1n ordEr to protEct the dollar's position and American 

commErcial and tradE intErEsts, Ensagt in gold operations to 

relievE that prEssurE . It might, for ExamplE, placE an ordtr 

through its fiscal astnt, thE FEdEral RcstrV£ Bank of }l£\'1 

York, for thE purchasE in London of a specifiEd amount of 

gold at a specifiEd price . Upon EXEcution of the order our 

Fund ac~uircs gold in London and suppliES dollar- exchange 

1n pa~nt. This gold is placed on deposit in London and 

coy bE disposEd of in any of sEVEral ways depending upon 
:::arktt 
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market dtv tlopm£nts . Sh ld t ou ' or example , prt:ssurt agai nst 

tht dollar the t n occur, ht Fund could release the gold in 

. - n n sterling and then sell sterli ng for London for pa- c t i 

~ , on £ o tr hand , no such pressure develops, dollars. -• th th 

the gold can bt brougnt to this country to be !ltld in t hE 

Stabili=ation ?und or to b£ sold b1 it to the United States 

assay office . 

Th!:rt a rc n1.0trous other technical -:r :~,;-s i1l which the 

txcba: !;E an:: sol:i transactions art cons=':td dtpEnd1n.g 

upon 11!ltrt the pressure falls , r1hat thE rcssons for the 

pressurE art , th£ condition of the various exchangE and gold 

~rkcts, and E>tn thE shipping fac ilities for gold available 

at thE i)&rtic\Uar timE. 

Prc::o 1934 to thE Diddle ot 1936 the Stabilization ?und 

acted indt ptnd rntly in thE purchasE of gold and forcion 

cxc!l.a!l&£ . ::l:tn in 1936 FrancE was confrontEd n th a 

~onctary crisis , the United K1evd~. ~ct and th£ Un i ted 

Statts realized thE necessity of taking steps to sa!t~~ard 
their econ~cs against competitivE exchangE depreciation 

which in thE long run would benefit non£ and iDJ~ all. 

Therefore, in pursuancE of our policy of pro:oting stability 

of th£ cxcban~£ valuE of tb£ dollar, on Scpt£Cbtr 25 , 1930 , 

we Joined t.!J.£ govcrm::cnt s of Grut 3r1trln and FrancE in the 
1'ripart1 tt 
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Tripartite Declar ation of policy with rtS?ECt ~0 inter­

national ~onctary affairs. Soon thereafter ~£ govcrnocnts 

of Stlgiuc, Suitztrland and the Netherlands a=counced their 

adhere~ce to this declaration. Th£ :a~nt=Y for collabor­

ation to attain the common objectives laid c~ in ~ 

Tripartite Dccl~ration was provided ehitfl; by ~ 

Stabilization Funds of thtsE countries . 

Tilt Stabilization Fund is, undtr prtsc:.t con."' tions, 

a potent instrument for the protection or o~ s~£ 1n 

world trade and of every AmErican prod~ctr ~ co:pctcs 1n 

the A=ricao markt t with foreign prodt.tccrs. r--r only 

persons in thE United Statts who can poss1:1; :e 1nj~td 

by ~ operations of the Sta~111zation ?~ ~-c sptcula~ors 

in forti¢0 exchange . Whtrcas the b~s1ntss -s- ncccs 

stability 1n rxchangr , the specula cor thrives on cxc!la::~ 

fluctuations . Any business man w,:.o tas '!:.a:! -;o deal ir: 

foreign currency knows that th£ dollar is ttL =est sta~lt 
and the soundest cur rency in the rtorld todaY• ~ ~ ~1111on 
Stabilization Fund has been an tmportact L~ , I btlitvt , 

ustntial instrument in maintaininG that st.abllit:f• 

The occasions when thE stabilizat~cn ?~ ~ bttll 

r;mploytd for large seal£ operations to aw1d c.i.S:r:...;>t1on of 
ttL icttrn&tionL 
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thE internati onal conc ta.ry oar'.ctt: ~« bt:tn f £Y, yet cet 

Fund operate s n:gul a r l y to clni:in undtsirsbl£ day- to-day 

fluetu~tions in ratEs . Its ~CrJ c~CE&ct co~s~i~~t£s a 

stabilizin~ factor in thE txe=s~~ -a~~tt: . : t: is a ~j~~ 

fore£ in discouraging S?tcu1aco~ !:a: ~r~g ~s 

on our cxcbansc r atEs. 'libu; !.s t-..::: ::on: 1=;lor~=. ~ 

prt stnct of a ~ billion ?und st~ ~itt t:c b< ~tc !o~ 

tht init i a tion of currency dtp:tci~t:ic~ wa~ w~ce oe~. 

of courst , b E dis ruptiVE co world =:adt . 

OnE of thE rcsponsibil~tiEs ~ -:!::!: su;.:JiliV-Cicr. :·.t::e 

is to ass= in t1.nt s of strtss t:: -:t.c !o~ti¢'1 c.x~~ 

.. • -~=- -=='~- · --".5" ._,._=-~ ~=: 
act a-: t J t very ti::!£ o!:E::l ~rt _s - _ ~ - -

txch o.n.:;t facili tits . :"::crt b..-£ , !cr 1:lS=ct • !:tt:: s£:'71::-...:. 

occasions in tht l.as t :r.:= 111::£:: ~::..£ ?".:!l6 >ro.s rtr!;::.::.ll7 ::=...: 

onl y source of dol l.ar t xchangt . 
,....~c~ioc wh.ici:. s~"t!­

Tbtr£ is still anothtr •-;or~c ~-

lization funds tnroughout tht .:c~ld ;:tr!or=. 

Regraded Unclassified



248 

ll-#151, To Loodcn, FEb. 28. 

1:!:£ la.l: ~t &:a>:mt or gold htld by our Stablli:r.ation Fund it 

:!.s k = ncr~le>t position to protect our cn:dit base 

a.ga..i=.s:: !:.&:177 rl~"8Wa.ls ot :;old fr(m thb countrJ. 

::: =7 X oq:>£cttd that , v:!.th tht n:storat1on ot 

:cr - ec:;C.!.;!.G:lS ~road, gold ray l ean tbt Upittd States 1:: 

lal:~ Tol=£. I=: sue!: a situat ion thE gold 1n ti:u: Stab1-

L!La:!.c: :?-::::L Yti1 cushion llhat ci:;ht ot.!ll~S£ ecns;;itutc 

--~ L:!£_,..__ey 1n 1:ht 1ntcrnc. tiona.l ccono:rtc and =or:ttary 

t'!.tU :: ::!..::. £:rls;:.s a!ld untortUllo. ttly thErE an: no grou:ois 

t'or t£~~ t.b<t s11e.h £:J: r gcncy will end on Juru: 30, 1939. 

0':! -'-c c;-~, 1:!:.£ recurrence or intcmationa.l crises is 

1.: ~-
3I: ;:L-c..:.£ss ~ -"'£ tn::ld ot intcmatio!ltl d£vt: lop:::£nts , 

tc..t S ~!.:...!.=.:;-=iCC ?".md -::3-'1 h:l vt: E V£ ::l gl'EB t £ r US£ ftll!lt S S in 

tc..t ~~- <£ ~ :Ct baS bad 1n t!lt post. 

!: = :Cll' ,;o snothEr a s pect ot thE Fund. 1rh£n Congrtss 

tse.:tH • s''"" -'-- ?;;:nd it providEd tl".at an 9.11Ilual au:ii '; s!tould 

~ -:.c - ·- .. ?r£si.dtnt oncE a 'JE=• 
'Ihtr£ r.>s no provision 

_.. ecn...,...ss tvidmtly n:ecgn!Ltd ~'"~t 
~c~ :=:;s o.,. r-- :-t..:"or~ . cr-
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EVEry prEc~tution shouJ.d b£ talcc::: ::::.. ,:-;:;rc::> -: "-"'~Y on£ r 1'0:.. 

attEmpting, through knaalcdg£ o! t~s dt~l£d operation, 

to go.1n spccuJ.ativE advo.ntagt: . i:t: 1I'!LS :l:o kntnr!l tr..n t t:-.L 

British Fu."'ld was opEratEd rl::C. :=... ·.:.t:::x>s-:: s t ereo:; !lX 1:: w:.s 

realized that a ccrt!lin n=o~; c! sec~:y ~_s essen~~ 1! 

our ?ur.d r.cs to sErvE its p:---~s£ :cs:: t!Icc~ivcly. 

So f ar as there is sccrs:ey != ~ o;..:n-:ion o! l:!':E St:4l:!..-

11zction ?und of th£ unitEd S~t:ts , i~ ~c:c::cs o~y to t~£ 

transactions and status o! ~E :~:c ~~ po~tion or t~c 

Fund. This account has nEVE!:' 1:.£1.~ =:-c ;:""r :1 rElati vely 

un1.mportont portion or our :c:l£==7 gol.Q stock. It is 'Jit!:: 

regard to this portion or the ?~c ':::::>.::t t~ uc:-o=gc spccu­

lntors 1nt£ rEstEd in ~ol1os!=s ~c~ ~~ va_ ~~~ t~ ~y- to-

d~ty opcrati<;>:IS of thE :'U!X! 'Cc~:!. ~ ::.o ::;.-e: =o:-c dco;;~lcd 
information. ThEsE spcc:a=.to:-s c---eo;; n::l'l' ~£11 ~==..c:- t:~c 

operating portio:l of -~- ?~ 
entirElY or gold, or cnt~l7 c! c- •• ~s;:ts, or partl7 o! 

each. ~~cy, or any citizen, o! ec~s£, c-- tc~ r:-o= th£ 

Daily TrEasury Stat~nt ~t ~.£ S~~iliz~tion ?;nd co~­
tains at least ~1 .8 bUlior. c! :;o::.C •~cb !::2s ncvt::- :,cc~ 

touched. 
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0 E day- to-day operations publication or a current record f th 

g o o tain current information, they of tht P'u:ldo Failin t b 

would likt thE d etailed data on past operations . Tht past 

record ~ould tnablt thtm better to tract th£ current 

activi~1ts of tht Fund . 

Ont o: th£ inportan t ways te.rougil w!:lic!l th£ stabiliz­

ation ~d helps oaintain confidence and stabili~ of 

txcrAn~es is by its psychological effect. >.~ less tht 

sptcula•or knous of tht day- to-day operatto~s of thE Pund , 

thE s:aller do those operations hsve to bt . 

II. 

Alteration in the Wei5ht of the Dollar 

I nov c~ to thE second section of ~~t lt£1s1ation 

which ~~E cc:oittce is considering: extension of thE author­

ity to alter thE gold content of tht dol1ar. '!his polfEr, 

when o::-!.ot-nallY given to the Pre:sidect 1:: ~ 'i:'lo-_as ;.,.er.d­

:ent passed in Uay, 1933 , was subject to no ti=£ l~tation. 
However, i t did provide that tht gold conttct of ~t dollar 

could not bt reduced mort than 50 percent. In Jsnuary, 1934, 

wb.tn thE President recommended the er.act=>Ent of thE Gold 

R£:strvt ;.ct llE r Eco=endtd that thE autbor1t7 to change thl: 

gold content of th£ dollar be 11=1ted to fixing th• dolla::-

nd 60 
• o!" its roz--t:-

at a 
0
old content of between 50 a percen~ 

weight. 
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weignt. You may recall that on January 31, 1934, the Presi­

dent exercised the power granted him in this Act by fixing 

thE gold content of the dollar at 15- 5/21 grains of gold 

9/10 fine which was approximately 59 percent of its former 

wE1gnt. 

ThE Gold REserve Act placed a tim£ limitation on bo~h 

thE Stabilization Fund and on thE dollar devaluation oowcrs - - . 
On January 23, 1937, the dollar devaluation p~cr was re­

nEwEd by CongrEss at thE same t~E the Stabilization Fund 

was extended. 
It is my convicti on that this powEr should bE continued. 

ThE dollar now has identically the same gold value it 

had fiVE years ago when the President proclaiotd on J~~uary 

31, 1934, that the gold content of the dollar shall be 

15-5/21 grains of gold 9/10 fine . Tbc fact that we haVE 

kept the gold value of the dollar stable tbrougn the ir.tc~ 
national monetary disturbances and alarms of the pas t five 

years should b£ adequate assurance that thErE is neither 

desirE nor intent on thE part of this administration to 

altEr thE gold valuE of thE doll~r except under circ~~tancts 

which clearly demand such action. 

1n E erve which is needed for 
This power is a weapon r s 

thE protection 
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the protection of -~rican 1ntcr£s:s. 

it !s :.s i:::>ortant as a powerful =77 !..:: ~ nclti. of ccfc:::s~ 

a~a1r.3: ~d attack. 

a:1on. 

V .t ~ • ., ..... _ .... 0 fort i,., counr_,....,. i-!" .... ~~-r=. ~ ~c:-:.:!.'3.1 .. -ol.! 73l·.a: 
-. .. v-~-,J ..... ..,...- ...... ., -w ~ 

of !. ts c·..:.:-rc!lc:;. 

... ~ £!f ... . ... ., 

nat!.o!"'..:U. ;;co::o:r.!.c e:yj ::onttarr ;ro-:- -r-' ~ ~"' ~s --

di t 
- _ -4 ~- ":-r e--,..~ :::.1. 7!"..£ 

~!.£ o:.~: ~=~ lfht.n L-E a. E t!.c .. --=- -:-- -- --... -- • 
txis':t ~c£ of r;h!.s patter t:o d£r_:-t -:.::.z =-~~ X;.s C££!". :. 

t
'--c -c s:;;.:C: ~=!• :..:>t ~blt -oc t!~!t~..C. 

'll'a rn1t:.;; ~:> thE norld =- " 
Co 

.. ~t,_.. 1.:: ~:::~ :___-~=: :1X ~ ;roctc: 
th£ poa~~io~ of t~s ~ ., 
~tr~c~~ :oods fro~ 1ntc~si!itd c~E~;~!c~ in :~ ~-·rtc:.: 

•• _ ... 

Regraded Unclassified



253 

~=- ~ _,..£ :::~t£d s·~t£• -- ,Or -_, tl nd ff l ,- - ~ ~ ~ ~ y~ y a E ECtiVE y 

:r:. 

D~1y-~£d ~s~tc S1lv£r 

~~~ ~ ~l ~~~£~~ta= :~ ~t !~ct ~~~t s Ection 2 

.. :--: -:.-:. ~ ~=- ±£ ~ :: !. :,!.!::: e~ :1:.£ i~l.l!. ~ol~=", 3.l.so extends t:"'tt 

--r- ~~"'' -!:':.£ v--~·c=--~-= . e::-=!'t~~ !:J ~ Ac!; o! !!:.y 1.2 , 1933, 
r_..__ ... _,_ - ·- - -

O!l Dccr::-.btr 
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of silver , SincE Deeerber 21 , 1933, a number of proel~ 

:~tions h!lve been issuEd o.odifyin_: the original proelr .:> tlon 

with reg~ to t he nmount t o be returned to the clner end 

cxtcndin:; ti"lE origin:ll proelo.:mntion , The Treasury is DO'•I 

r eceiving nEYtlY- mincd domesti c silver under such aut hority 

at a return to the miner of approxi~tely 64- 1/2 cent s 

per ounce , The original pro~l&~tion , as oodified, 

expires on June 30 of this year, Un<.er the provisions 

of section 2 of E. R. 3325 the President would have author ity 

to extend suer. proelawAtion unti l January 15 , 1941, 

EA :L'i/7! 

···- . _ .... -· 

--ooo--

!!\ILL 
( FL) 
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