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TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATION 

Secretary WorgeDthau 

E. H. ~oley , Jr. 
For your illfo:nu.tioa -

r.e have beon advised this mornlrtf> by the Postlllaster 

Cener4l t hat a regulation hns been issued , e ffective upon 

•iving of due not ice to the respective countries concerned, 

orohibiting the transportat ion in the regular mails or parcel 

post froc 8l1f forei&n country into the United States of gold 

h&vill6 a velue in excess of fifty dollsrs . 

This is the action desired by tho British, And they 

nre being edvised of i t. 

/".J.I -~j.. 
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Trtaeury Dep&rtment 
D1v1e1on ot Monetary Research 

Date Aprll 10, 1939!'1938 

Secretary Uorgenthau 

Appended are: 

:.oa 

Summary of proposal (on one page as 
requested) . 

Abstract of the article. 

h translation of the complete article 
is available if you wish. 

WR. WHITE 
Branch 2056 Room 208 

\ 
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4--co·>f 
Proposal to establish a ~new and more extensive Tripartite Accord• 

~lll!!!!Ar'f of pr ooosal 

1 . The author believes that the best response t he democracies can 
anke to the pol itical offensive of tho aggressor nations i s to promote 
orospori ty D.'UO!lg the leading democratic countries. 

2. ::'or this purpose a new and more extensive 'l'ri parti te Accord is 
proposed. A •coordinating col':Dittee" woul.d be act up which woul.d both 
reco~enrl notion to be taken by the participating countries e.nd would ad
:rl.nistcr any inter national program which 'might bo assigned to 1t when a 
centro! administration was deeDed adV1sable. Thia coordinating c~ttee 
lli.&ht recoCDencl the follo-.ving types of acU.on: 

(a) To support currencies under attack. \'/hen, for example, 
D>..,l snd is losin£ gol d to the United States, the cO!'aittee would 
r ocor.cnend that the "inten~ational clearin1. house" purchase with 
fUnds from the American Stabilization FUnd sterlinc balances 
a: ainst which f)l~land would set aside 25 percent gold reserve to 
cover the exchanze risk. 

(b) To reco~nond pr ograms designed to provide capital for 
colonial enter prises t he benefit o£ which tho world will share. 
ho re~>ort is v8l:Ue about many of the i:nportant detail s and 

definitely states that it makes no attempt to indicate the methods 
of financ1ng and t he source of the funds to be used in the various 
prot;rama. The only source of funds it refers to is "surplus gold", 
wherever that "surplus gold" ma;t be. 

(c) The cotl:littee will likewise recOOIC4nd and coordinate the 
acti vities or various countries L~ accuculat~ strategic war 
cater i als as a v;;:u- chest instead of vold in those countries tlmt 
have surplus gol:l . The refugees and colonies are not overlooked 
- a<;a1n to be t aken care of out of surplus golo. The details on 
theso ~:~Btters are scanty. 

Co~ents on the proposal 

1, It is , i n essence, the Van Zealand report in a somm1hat dif
fer ent dress . 

2. This proeram is a thinly disguised plan by which under present 
cir~~stances the United States would be civing most, if not nll, of t he 
financi al aid to needy countries . The United States .. oulcl be called 
upon to provide funds for the protection of tho currencies of other 
countries , f or the accunulation of rsr. materiul stocks, for the aid of 
reru~ees , and f or the development of colo"ial enterpr ises the benefits 
f'r<X:I >~hich would te shared in by other countriet includint the ~essor 
n.attons provid1nj; they redUce an:>a~tBnts . The plan also envisa£eS other 
tYte: of asciatance. 
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,l.batract (prepared by S . Adler) of llemorandula oo the Necessity of 
supplementing the Tri~rt.ite Accord and of a Plan for so Doing. 

1. The economic and financial defense of the democracies. The liberal 
economic system can only 1\lncti on sati.sfactorUy under peaceful condi
tions and is directly threatened by the international teo.sion maintained 
by the f ascist powers. The deJIIOcracies heve a monopol,y of gold credit 
and f inancial power. If they cooperated they could (a) defend their 
economic aye tem and prosperity and be beyond the reach of any oOillbina
Uon of powers , and (b) release an offensive of prosperity which no 

nation could resist . 

2. The COJ:Don prcbleJM of the de:!locracies are to increase their na
tional inccces, to re-establish the purchasing power of the rmr u terial 
producins countries and of their own producers of rmr materials, and to 
re- establish the financing of intemational trade and of international 

inves t.-.:en ts . 

1/o separate solution of these probl er.ts is possible. llut a rapid 
iocrease in the nati onal income is only possible through an expansion 
of credi t which cannot succeed unless as a result of a coordinated 
plan on t he part of thtt sroat democracies . 

3 . As there is now eccnor.d.c equilibrium between the currencies of the 
n..:bers of the Tripartite Accord, the problem now is to pr epare for the 
r egula t ion of unwanted mov~ents of capital between them, which event 
ually is the sole alternative to exchange control . 

4. A n"" and more extensive Tripartite Accord is essential by which 
the present scattered efforts of the dif.t'erent parti es would be co
ordinated. 

A Plan CQ!Iplamentary to t he Tripartite Accord 

Title 1. Constitution of an organization for coordinat ion a:tone the 

stabilization 1\mds. 

Articles 1 and 2 . A coordinating co!Dllittee or the stabilization 
.funds of the participating countries is to be inati tuted, to be 
emposed of a ntnber of trustees whose role is to be primarily 
consultative. 

Title 2. The role of the coordinatin& ca:>mittee in tbe regulation of 
capital movement s and the coordinatins of credit policy • 

Article 1 . It ia agreed that (a) when capital movements are nor
~:tal, the stahilir.ation 1\mds should operate as at present l (b) 
but otberwise the coordinating cCillllittee should at its discretion 
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recO!Mlend the intervention o! an "International E:ltchange Clearing 

House• (henceforth referred to aa the I . B.C.H.) . As an example 

of the operation of this clearing house what would happen if 

there were an abnonnal movement of eapi tal fNm &!gland to the 

United States would be that instead of the Br i tish stabilization 

fund purchasing dollars, losing gold and perhaps allowing the 

pound to fall , dollars would be drawn by the I .E.C.H. on a cur

rMt accou.'lt which .,ould be opened to it t.hrougb the United 

~tates stabilization .1\lnd. 

Arti cle 2 . The risk of exchange loss on the part of the I .E.C.H. 

11ould be covered by a deposit of eold with it on the part of the 

s tabilization fund in whose favor i t wa.s intervenintr. By this 

"'eans the cow1try losing £Old muld only have to lose a fraction 

of what it would otherwise have lost. 

"~1 c...!. 

Art!ele J , !:an&te"18nt of foreit_-n exehant;es by t l1e I . E.C. ll . ~·anase

~ent of the f oreic.n exchan[ ee held 'tw the I . E.C. ll . on the one band 

ana variations in the current accounts opened by the stabilization 

1\u:ds rlth it on the other llligjlt take the place of needed ster111za

tion or positive credit measures . 

Article 4 . Ca:>pensation of capital 10ovements. .ihen there is 

e . ~ . a reflew of capital .fra:l the United States to ;. reat ritain , 

~oe supply or dollars will be absorbed by the ~ . E.C . H . whose 

oe~it account with the .AmeriC31l stabilization fund will now be 

cleared by corresponding credits. Silnilarly with the der.tand tor 

sterling. 

Article 5, Guarantees of the I.E. C.:I . The liabilities of the 

I .E. C. H. are constituted by the anounts it dr~s on the different 

cu. rent accounts opened with it by the stabilization f\ln<ls . Ita 

as sets consist of the f oreit n exchanges which i t m40ages , the 

,uaranteed gold deposited ~~th it by each nation and a reserve 

fund arising from the active utillzation of its foreipl exehanr,es. 

,.,-ucle o. Tho trustees of the coordinatitlg comnittee should 

reca:~~~enCI fran ti!r.e to ti.oee the adjustaents necessary for f ac111-

tat1ne the rectification o! capital moveoents . 

-'&sults 

The above mechaniSID would permit an eff ective defense o! the par

tieipatine countries' currencies, and constitute a perceptible st.;P 

forward on t he road of monetary stability, a stimulation of confidence 

ane1 revival of business . 
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ritle ) . fhe role of the coordinating c<>Miittee in the putting into 

effect of certain prouams of action of the democracies with a view 

to i!lterJOatio.>al econ<Dic appease::ent. 

Uol.sU\Ud raw materials . Ylhen a coWl try 's war chest consists 

solely o~ f Old, certain danrers arise. It would , therefore , be in 

t. e interest of t he oajority of the countries 1n the Tripartite Accord 

to re')lace a no.rt of t heir L'Old stocks by stocks of raw materials . 

-or this ;r.:r;>ose "national companies" would be created vlhich would 

,~rcna3e ~~d caintain such stocks. The fUnctioning of these companies 

TIJ.tla r esu1 t in an improve~.,ent in the v;orld distr~bu tion of gold and 

"enJ to sta' i lize the prices of r aw materials on the international 

a;-.;ct . ':"n_ cooruinati!l£ co:r::dttee could operate so as to have the 

nati w al cO!l!'ruties fu:".ction in concert • 

• ~E' u~ilization of 1 old for the solution of outsta•>Jin~ econa:Uc 

•roblc s . 'fhe search i or international econOOlic MoeasMent raises 

~a-=erioas problen of the t r ansfon"ation of war ec~nomies i nto peace 

c~-:0' l.~s . "a soon as tne release of important :surpluses or t old 

occ. rs , H would be possible to execute certain previously proposed 

lor.s {the author seems to !lave such plans ao the '· an Zeeland plan 

L ~ind) which ;"ero inpr act.!.cable because t here wu no f c ll'!ible aethod 

:. .... r~. ~ .. l.ICi.•t. t,.er:t. In so f ar as the autarch!.e c ountri'l'S were ldl l i.nt 

; > ~ive polit ical {Uarantees , pnrticularly with respect t o aisar.ra cr.t , 

he Ct> .oittee could facilitate t he develo!)tlent of their econorues in 

.aco!\11 ~irections by reco::u:end.inc tr.e use of tho ::ur;>lus t;e>ld f or 

.;uch Jina.cin. • '!'he r ecent treaty between the U•dted ~tctcs an~ Jrazil 

rovi~es an excellent mo:.ol of t he action v.hich could be Ullvertaken in 

"' 1i&o ... .:. rec t.ion . 

( 'ine &-'>CX ' o the . ' Ill.• r Mdu.n i s erel y r epetitive . ) 

::.12 
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it:. lJ X E;V/,SION CASES 

f':•esent: .Jr . i oley 
:.lr . Cruves 
t.!r . rl:lt.us 

April 11, 19)9. 
11 : 2J a . m. 

.or. delvering 
ll.r . nencbe l 
~r . Gaston 
:Jr • ..lcRe:,nolds 

ri ... . Jr : Now, J r . lielve r!ng , a t l unob y es t e rday I asked the 
<'r ~:~sident l r' ther e was anything he wa nted befo r e I 
br.>ugh t uv ll'ha t 1 aaa on my rninci . He said, "Yes , 
I want .4oe ~<nnenberg f or dinner . 11 I said, "You ' re 
going to ht.ve nilll f or brefkfr,st - fri ed . " 

ridv;;rln&: Mr . Secretor:;, I t ni1L! .. e ' ve got tnis t iling .. orked out . 

ue aid . Tb£t1 s Just wh~t ne Sllid . 

Hol vcring : ~<nd t he t !lnt & t1 ve set-up on . lr • ..:otl Annen berg 
him~ell' C\IDOWlts t o " bout three million dollDrs 
in tuces t• nd pen&lties . 1/o;.~, we hl1 ve bud tll'o 
~oni'eronces which were tt ttcndea. by :Jr . Wencnel 
~ nti Jr . r ~ley ana. • . •• 

-~lv~rlng : •r . ~l~us, Gr~ves 600 ~rey an~ tne lnvesti gut
ing 116 .. nt~ . .. t.:; Ulyb.;>uy cl~c tnere? 

• diiCrlf •. l: 

••"' t ve r lng : 

•I.;> , tna t 1 s t. ll. 

~>S I Sl.y , till!; mut ter , ;,s t untntively set up , ls 
ovu · tnro:o million tlol l ars . 1'hls h~s been ;>re
J~r~u ex~ctly tne way we pr efLre ever y esse, sent 
~urou11n tue nt t orney Generul s of f ice , so noboa.y 
CWl be uccusea oi: "DY d e viu tian in proceaure .ln 
tuis f'£llo;, :.s <18Linst t.u, t f'or & ll,)' bo<.~y else . 

-' h&. t 1 s t ne ;nemor&nciUIIl signed by myself, r ecouen<i
ing the prosecution, setting ou t in d e t Eil taose 
exhibi t s tner e, tne ma tter s t nat we ' ve investlsated • 
.. nd l'or yuur lni'o rma tlon I •ve pr epared 6 r ecotll.fllenda
tion here Lad 1ua s e t t i ng out s ome of th~; pertinent 
points in u si1or t :nemor ondum . l f you would e1 ther 
like to r ead it, or I ' ll re&d lt . 

I 
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.l . t. Jr: I wish y~u ' d read it. Is this from you t o me? 

"1 4 tt_ _ 

l~lvo; ril18 : :tes. 

ll . .. . Jr : 

l! . • J r: 

"There is .. tt&cnea ~> letter t o t ne Lle;>artment of 
Justice in • n1ch I &m r~co~~nulng thEt the ~bove 
tll>mea inu1v1ctucl (Moses L. hnnenber g) be prosecut ed 
for attempted incvrne t &X eVh:!lvn for th~ years B33 
,;o 1)-'o i nclus ive . 

11 Tnc vt t• cneu l Etter cont e ins r dl:!tailed sta t e111ont 
of t ne '!lt.nut.r i n waich t he :. t tc•1p t eu ev .. s1ons Nora 
<..cco:apl.I.Jncc . • lle princip~l itetus <.S enumerated in 
tn~ att:.cn .. a lt-tter a re as rollo>~s : 

11 \<>1 rrolil.:i o f over ,.,~..>J,JJJ 1 yt.<.. r from tn~ S<. l e 
Jf tt .:lbl1!16 1"''- r-i.. r-n~rnr l te: , ~no .. n ~ $ r.c 1... s.teet s , 
tert v-1: ttuu ;,no tne ir rec .. l;>t ,., s conce<..led by :; 
co.",Jilc: t..: ... s~ri"s of ll£ ni 1>Ult. tiuns . ~rus i t cm i s 
uiscJStH.;J >.II h.:Lu ing No . l. 

"(b; Inc.: orne r rom .;t.m·dit.n Lu:>lness r eceived b.t 
•.nm.nberg ln cll..ndestine m~>nnLr , tot::lin~; ~v£r 
.. 3J , JJJ y._:.rl..t , wt·S or.i tt,.u ." 

.l.act1 s u i :;cusscu in d~tt. it in tnu t . "ll these ere 
~l~cussed in det~il . 

"(c) ahen iiMOnberg bought tnt: StvCA of tn~: u~:ro:.n 
lle .~s BurcE u, nis corpon. t1..>n ,..L lu ... 75), JJJ for such 
.> t;ocl< . no .. t.ver, tae ite:Jt :.&s e nte red on the books 
of t 11e ..,-.rcnssing corp~r& tlon at ll cost o f •ll5J,JJJ 
t nd t l.e ~l..>J , uJJ ov €r ststeu w&s r eceived in curr ency 

by "ame n burg . 

•(c.
1 

p., r.>Onll and n..>n-ucu~ctible c;(penses o f Hnncn
bo;rb su..:n a.: t<le cost o f ~ettling o crim~n~< l jlrose
(,;Jtl .. HJ D t!t lnst. a:JI, ~tc . ; ..:J~1.. of t.. •• · .... u~J.~nb • srty 
f'.o ~ .j!..., .... 4.. iJ.Sh t.er, e tc . ,, "-nt.t .. (.! ' s t.ny ntL'Jbt:r ~f tnose 

in tne:-c . 

I s c. •• tnt t vnc . 

Six thoust no uulbrs f or tn~o t, blefsteErl: uinners 
::. .. ~.~ . ._ r~oph<I'nt. llb v ut un hi~> ro.nch . I dlctn ' t 
enwner~>te those ner e . 

via ne o::owrgc t o expense the ti.ae nex Tug.1ell .. cn t 
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.JUt t .J n.is r a ncn·? 

h~lvc rir.g : ~es . 

tl . i . Jr: h th~> t in there·l 

- J-

,!dvcrlnt: : "'" invitea .,11 thos e 1>e:>p l e o ut t o his r a nch; 
bJugnt tnem sombr eros, snirts . 

:l. . J r: ·•ex :ent out there . 

'""-v"rLn., : I didn 1 t .moN nex 4'ent .Ju t tnere . 

" · · . Jr: "'" yes . 

" 15 t. -

··c Lv~r l•l~> : •• o:: , t ,lt.se :o;e. r c c.H rgcu t o e xpense a ccounts in 
vr. r i ..J US .;or ;>vr a. tions controlled b)· aim - for con
ventions and tnlnr;s lto<e t ht. t . "lm;>r o;>er 7/ith
~rll na. l s .>er e el so maae fr.Jw six cor ;>or a tions by 
><nn., nberg f or nis l)ersonal use o.nd ct~arged to 
~~pense . " Tha t ha.s p( rticulLr ref~ rence t o t h is 
~..xpense on tht r &n C•l · • 

11 ( e ) Und er tne. .;utse of ~ou v .. nct:; from one of his 
.:orpor~ti.>ns to < notncr , ... nnonb~r& r.,ceived in 
.;>.ce.-,. ;, f 0:2 , JJJ , JJJ Ln : oJt nn., r .. ntcn vr d itu. ri l y 
oO..!l- C.J.-~ef 1 t ue f t.:t t rll.c t He in r H• 11 t y OA..l 

rcceiv~~ :~co~e j f tnl~ b~ount . 

"(r, 1o ..:c>ncebl t. .... truE: ;> •• m.rsni,> of tile s t oc6 
.Jf "~" t. .:>,> ll.JiJH-t C.Jrpor t tion, th~; O.:ec\.11& .;omj)tny, 
1\nnent.~t-rg ...:t.u~e-tl ..,Til-Jl>~ta ~1' t. ue :;.toeA to bt 
j.:)~u.;u _n to~ ilLWE " I' "' ..:onfiu~ntlt 1 e::I_,>loyee 11no 
l.~ -.>ur a,;ent:z oen1e:5 tm t no~ evtr ;,.:neu ~ny s t oc.< 
Ln tu~ c0r~ocr- tL,;,n L.r.U "·nostw nu.iit! Nc;S cirov .... ea from 
tna list ;, f st;>C.!n~lu~;rs > •• .en the m.:ne of t hE: 
.:or j)vrat1on WI'S chrng~ou . " 

Jn.,-slxth o f tne s t ock of t uls corpor a tior., wo rtn 
u lmost a million aollurs , w'nic h •·i l l i nai cLte t ne 
mt.£in i tude of t ne .1enlpula tlon - tnv t lvti S dr op pea 
J ul.; the m~.on wts d ropped out , fl ntl ne h&a s tock one 
u:;r ;,. na a i cin ' t h!.Ve i t t ile nex t - y e t he dian•t 
.<now Lnytning ~bout it - &wounting t o nine hunor cd-odd 
t.l.JUsand uolla r 3 , ne~>rly " .Jillion dollars . 
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"Tnls m.d tne ne t efft:c ~ .>f cuttiq; ctu .. n "nnen
b .. r g 1s s ...rt;.xes . " 

216 

"~n uudi ti .> n, il it ct.n b~ shown ••• 11 - no•·: , ner e ' s 
tn '' if '' in t ner t:- " Ira t.ddit1 Jn , if it cLn b e 
su_,·,:n tn ~. ,! r :o nu j u ry Lnv.,stlgt tl .m th:.t t he r1..m1 in
~~~~ ;; t ..>c.t :t~.nJiug ln t he nt.m. 0f nnne nberg •s 
.:hLu r en "'" 3 r ct l l r niJ , ::t->rc t ru.n v SJJ, JJJ ~.u.ll -
t.: •::\ .i. 5 t.J" t~,. .!'.c;S • •• 1 

- .:\,; ol: V~;::lJ 1 t :::nt. r et.:u tn~ t in 
tlh. t - ':t t c ... .u::=-: t I c-., v ~.. ., J t.. _.f tn~.; '-':::luunt - " ... :.111 
1.t. ... ~·- t v n;....v,. i...t..'- •· ""Vt""'c."" .... . t,lls :.tt.- e l :Jr.e . •• 

II ...._,~.· . ... e.; :-e tl rr, .. ... Ut Vt. .. u..; t. ~t.::t vw: (. ,\OS€ 
I -.... • I' St:Vt. r. ~<J !.tit.~ t o S UJ " . J~ ~n;..t .:e L r t. !~O t 

ol Jv t L .,h _n tnc . l :- J(l t .. i .. Ci ~~ • 

J.:H .. r. l f inis:! .1 t:l t t' t:..:.J . .liut.n.t t!0r. t ..> j'-' " tnc t 
Cr"l..::lno.. - c .;.. ... ~ b~ .u,.,, \.. Ut.· It 1 UD .Jf the Opinit>n 

t nt. t. t ~r i..-:r.i 1 c c ::u at s b(;.t:n .J tVtloped f o r 
... t-il b~r< t e c.lll~<-1· L ll!n t .... r lr:..: ;.>tJL t nj ,.ol~ r.ne-.1 
~ v· . ; .. Jr~ :. ;;; urt:~;o.~r. ~ ~ ..... t..a: t tn ~; t· t r r t.. nce of t nt: 
.,:: ·>< t .J tnt ve ~to :· ~mcnt Jf JU~tiCt: I t taiS tilDE; f or 
tno ins1. l LutiJn of l!r Lilm l 1 t•.J.;(..;J t l .>n l. ~ er. tlrc.ly 
.. t tT c...nt t.J . 11 

._,,,1;.:- : ub : .. t l _, I ,b u.t:3~ oil; ol r.t J VU t.o ~ lt,;u on t !l ~ .. otteu 
li n~; . ·•t .::i.>c~sse"-1 tut~ . . t . . nc .. . ..JU 1n r.~c(.;. t .., 

....... v~:-int: : 

... . J r: 

G'" t. -:.,1~ ..;Ut . - C:J.Jolt~s::iJT.t-' .r . Gr~v~~ t~ rite 
~.o.. c- ;,~,.:l~ Ct.!1-tul .• i til t.u~, v et .£:"l l vo;..._,t!:el . r..w t tl\..re 
is J..C' su~iestiJn :>f .n~ t . ~- ~~ )S Ol;bfl ~ t.J c_ ..:~.J~. t ny 
t...l!.:), t.~ t. t1.t:: .r-t.to rn~.>· uen~rt-1 . 

l hin;. : t •s t lt rl~nt? 

• t il ~! ..{ i ~' I ,;£ r t <,..,)ll~ l l 1 1 u n_, t .. riLe tnE
J. ~ tt;;.r b ut L , ~J. ~:. I)Vt.:":': r."' t tltt t o tuc .--. . G. tbvut 
Lt : .:for .:J:,ll), .. nu n..>t. 11t .te tn~ r"c:lrJ; le t tn" 
~ .>.cJ1~:..Jne~· ~<:liu :>v~r tnc c: 3t lr. tn~ r tf\..C:O:' .. ty . · • 
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••• t o t he ~apa rtment of J ustice ; but I' d t a lk 
infor 1oally t o the Attor ney Gene ral &no express 
your int er es t a nd t he ~'resident ' s int eres t in 
the matte r. 

•lho~e idea was the l etter? 

.. d verJ.ng : o1ell , I thought )OU wanted some s ort of trnns 
mlttnl to n im, lffid I t ninkt 1 t w&s t ne sense of 
Lll of us , wasn't i t , that toere ought t o be .••• 

n . ~ . J 'I' : .tes , but this .i.s v ery Ulluswol. I· ae~:oo f r om wbs t 
y ou t ell ~e, tols three million aollcr case - I 
uon 1 t tnin..> thn t th.!.s t:eg ins to co.apare 11ith the 
seriousness o f t ne o ne tha t 1rey sent me ~ut last 
nl.sht on tois Scnenctt-ZilnUc.t t hing . I t hink tnet ' s 
much wo:-se . 

aclv~rlng : But l n toat c ase we n~>ven ' t got tne basis ..,ui t e 
ye t e stablis h ed on wnich v ... can start tha t . 

li .. A. Jr : 

r .>ley : 

! think t o e thing to do - my own nor se stnse t e l ls 
me - I 1 11 c all up the .. t torney Oener sl now a nd 
st'Y the case is - tne Tretosury hr<s closed the c ase 
a nd 1 t •'I ill go o ve r t .;day f rom you to :.lr . :Jorris 
in tad usuul f orm, but I ao wiilh t nc t he woul d 
JJl.rson~lly int erest nimsel i' in it b~;cause the 
<r esident of the ~nited State~ J.s very much i nter-
estea in i t . 

riow, toe r e~son way .1. tniM th~o t ' s riBnt- t oe 
~rt~iaent ~SKEO ~e y6st6r~LY ~bvut this ~endergast 
..:Lse . I ~iti, "1 •m g J LOC t o be asskeo about it ~no 
wh~ t v.o ) .>U t m.nk·· " 

He s~>ia , 11 /reli , I 1 d simply s::.y - if tney sslc me 
tn~t I ' m no t going to s&y unyta ing; J.i' t hey 
t..skt you, it's j ust one of- it ' s just ~tnother case ." 

'.l.'hast ' s wha t I 1 ve t.lWbYS Sll i d , I t lli lll< · 

w~;y I s ay one t hing? uhen you call t he /l . O. I 
aon ' t t hinK I• a say t nat the Tr easury has cl osed 
tne c .. se . ,/hat we have ntre is a prJ.ma r z:cie case 
th~; t we 've gon e as f ti r &s ~e c"n with, ~no it i s 
now t imely for us to t urn i t over to t he Depar tment 

of J u.s tic e . 

Regraded Unclassified



H. J . Jr: 

t o ley : 

II • ..! . Jr : 

r v1 ~1 : 

218 

-6-

All r ight . 

Dut it neeas o great deul more work on i t. hOd ,,, 

(on pnone) Attorney General . 

•. ~nd a lso, if tne thi ng follows the usual c ourse 
ove r there, Jim llorris will sei ze on it and then 
Tnurmr.n ... rnold will try t o tie in his a nti-trust 
case with the t r.x case . I think th~s c~se ought 
t o be r~ferrea to Chicugo ond I tainA tha t all 
t he n~gotibtions b e t ween the t uxpayer a nd the 
~overnoent ought to be conducted in the United 
.ot t. t.es ;, t t o rne:; 1 s office in ~llic~>go r ather than 
by J i m llorris ov e r ner& ln J ustice . If you don ' t 
.:10 t m. t, this thil16 is going to be dr agging out 
ln t oe vepartment o f Jus tice and you're not going 
to get your ,> roceeaing before your grand Jury and 
yJu 1 r e not going to ge t this thing unde r way . 

"dverlng : I g~:- thereo the in.i'or muti on, ~lr. ::.ecreta ry -at 
le..,s t .1. hao tile impr ession - 11e aiel want t o make 
this step here . 

n •. !. J r: ~On ,~h :maJ ·~ell ~lcneynola:; und Gust on t o come i n 
OLr& right U~~y , pleLSC . 

"L:,c .... ~ : .o~r. ~ect•etory, 1 ugree o\'i th .mut t..ddie suia, but I 
c&n 1 t see no.; we over here c~n pr event :Jr . :!orris 
f r oll .a.nJlill6 toe Cl se . · 

"n..:.1el : Voel .i. , .1. ••• 

•-dvering : uo ./ha t? 

.. ~ncnel : Keep ..!orri s fro:n oanat1ng lt in tne usu&l "'"Y ' •:h1Cil 
v;ould rue <> n ne 1 a invite .. nne nberg t o c ome in. 

" · .! .Jr: 
"'uyl>e - .voy the 11ell shouldn 1 t I s i gn it? I a on 

1 
t 

.K.OO'.'I . 

oo hy aon lt you Re lve rln&) tell him wha t happened 
in connection with ~orris wanting to wait pending • • • 

delvering : Oh yes . You see , t hey huv~ a proced ure o ver in the 
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l> ttorney General ' s office tha t after he sends 
this letter t here - the big l e tter to the •·ttorney 
l.ienera l 1 s office , that t hey c all the defendants , 
so-called, in the case i n f or consultation over 
nere . In this case, a s f s r o s our consultations 
.vltn t he defendants ln this case a nd t heir r epre
sent htives, we have ne ver gotten any thing out of 
tne case a t a l l except a n endeavor on t heir pa rt 
t.o "scertbin wtu, t 1ve rwd . 

n .. Jr : 1 see . 

~c!V~~ ~r.i : I tn i nA that ' s cor rect , isn't it? 

h • • • J~: r see . 

h ... J r: 

G1. s t on : 

-~£\: 

( ;,ic3eynolas and Gt.s t on come i n) 

'-'O yv u (.:.icneynolos) thinlt .1. s nould brea k my 
rEjlular proceoure to n<l senti s uch n l e tter t o the 
"t torney G enerc. 1 i n r es• ra t o M. L . '·nnenberg, 
~ac? You 've initluleo t he t hing; l aon•t Know 
.vhether :, ou r et C: it. . 

Ye:; , .t. r et.o i t . 

nerbert, twve you r et.o tnis? 

1lo, I i:u1. ven • t. 

·•ell, i t w&s ay unoersttll'lding tl11.t you ;;anted 
tie1'in1 t ely to place tm. t in tne bonos of the 
l>tto~ney General . I don ' t thinK there is any 
part:lcular signil'lcance t o it except t nat you 're 
making an une,

1
uivocal r ecor u of just .vnat you•re 

doing . Y"'u a r e todLY hr.ndlng it to the I .. G. I 
thi nk it 1 s perf ectly pr oper r or you t o do it · .Lt 
seemed t o me t but tlu. t mt>de it 11 ve ry clear ... . 

l s tha t outside the usual course? 

l. es . 

v r oinarlly there ls no formLl letter of trans

mission . 
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•he Commiss i oner sends the case t o the assist ant 
httorney Genera l in cha rge of t axes . 

Do eo t hs t int imr. te tha t we don 1 t think the case 
tlill get proper a ttention, they won 1 t be diligent 
enout:h on it"? 

• tnink if it means anything, it means that the 
Sccreto.ry of t he 'l"ret•sury is persom lly i nterested 
in tuis case . 

ne ll, .i a.m . ! 6JD . 

~o is t he Pr esi dent . 

I don ' t see a~ objecti on £ t Lll to t he letter. 

1 can' t see any objec tion t o the Secretary d oing 
it . 

••e l l, I'm - Herold , wnvt do you t hink? 

I think it .voult1 be a good thing t o sign t he letter 
(Jnd delivt<r the c~ose t o the J<ttor ney veneral t o 
be r eferred b~ him t o .Jorris on the '-ommi ssi oner ' s 
lett.,r • 

.L t hlnK i t • s E.ll r i ght. 

.. tn~r>A it ' s 
the r ccor- . 
they? 

.lha t 1 s r ignt . 

~oll rignt . ue 1 r e r eody t o deliver 
J.ney ' r f< r eLc'.Y f or an ir.dictment, are 

" "' no question r.bout Ln inoictment. I c.:m• t t hink 
the r e is ~y ques tion Lbout ~on inaictment . 

(On ,>honeJ tlello . ••ha t abou t the ntto rney Generol? 

·::aiting for nim t o ~JUt him on . I got his secret a ry; 
I uon ' t KnOW whethe r I •m going to ge t nim or not. 

" nat 1 s her name? 

Miss Baucgartner . 
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Operator: 

l!liJr: 
rrank 
llurphy: 

llllJr: 

II: 

!lllJr: 

II: 

HliJr : 

II: 

!WJr: 

1.!: 

:I!.!Jr: 

II: 

HUJr: 

M: 

HIIJr: 

II: 

l!liJr: 

Hello. 

The Attorney General. 

Hello. 

Hello, Heney . 

How are you? 

April 11, 111311 
11:37 a . • . 

Fine, thanks . Cou~dn't be better. 

Good! Frank, I Just signed a letter to you on the 

Uoe Annenbers oa1e. 

Yeah. 

And I'm sendi ng it over t o you. 

Good. 

L21 

Now, thle is the first t ime I • ve ever tollowed t h1B 

procedure. It usually goea right to the Commiss i oner 

ot Interna l Revenue to -- t o Uorris, but I telt 1n 

view ot the Pre•ident'a interest 1n thia oaae that I 

would show you that I 'm interested . 

All right . 

Because the Pres ident only yesterday expressed hie 

interest in the Annenberg case, and 1! I might make 

t he euggeetion -- it you didn't mlnd ~ making the 

suggesti on -- I hope t hat , not only wi l l you tollow 

it yourself, but that it can tlow ! rom you t o Campbell. 

Yeah. 

You aee? 

All right . 

It you don ' t ot oourae, etter you've bad a ebanos 

:rou 111 ll&lte up your own alnd, but I am taking the 

liberty or aaking that •usseetion. 

I went down to Chicago laet week before I went to 

Jtaneae C1t.)'. 

Yeah. 

• 
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Had a talk with Campbell who ie an agreeable and 

superior young man; entirely inexperienced 1n thie 
eort of matter. 

Right. 

And with a staff that ie one of the moat politically 

ridden of all of them in the country. 

Yeah. 

He' e had t o get rid of moat of them and the ones that 

are left have never been gated for an uphill fight of 

this kind against the most competent of oouneel in the 

oountr;r. 

Right . 

Thie case wlll rlse or fall ! rom now on on our ability 

to meet - - the oaae ls all rlght; the faots are there; 

lt is perhaps one of the beet that will come in from 

wha t I know about it. 

'lfell •• ..•. 

But whether or not we've got it set up right ia the 
task from now on in, and I will get the ablest klnd 

of counsel 1nto thle case some way. 

'lfell, nobody could ask for any more than that . 

And I'll watch it personally. 

That's all I'm asking. 

I went down to Kansas and straightened that crowd out 

down there. 

Yea. 

Got their chln up a little and there is ham strung ln 

every direction except by the Federal authori tlee, 
and when they've f ound that we're f oursquare on the 

thing, whY they took a l ot of heart about it. 

Ri ght. 

Now there's another bad eltustlon over 1n Chicago. 

I g~ees the local political organization isn't 
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enthue1a et1c about 1t, because teet1.mony will probably 
di sclose many embarraaaing thlnge after it geta under 
way eo tar as the police and others are concerned in 
the local political machine. 

Is that the Ski dmore case? 

That ' s the Skidmore case. 

Right. 

And there again we ' ve got to be able to hit with both 
t1ete. 

Right. 

Now, you ought to get that to this otti ce as soon ae 
you can, Henry. There's never anything ever reached 
u& in the Skidmore ca&e t hat I know ot. 

Well, I ' ll -- I've got Helver1ng sitting here now, 
end eleo Ed Foley , and I ' ll aek them why not. See? 

Yes. I ' d like to get the Skidmore case and the 
Annenberg case here in shape. The Pendergast oaee 
is in good condition now and .. • ••. 

We ' ve got a tip on the -- on the west coast that just 
came to ~ attention. It's a •beaut•. It's bribery 
or Labor orriciale, a hundred t housand dollars, and it 
involves )(r. Schenck , )(r . Kayer ot GoldwYn-Uayer, and 
the -- oh, this bead or the Twentieth Century Fox. 

For doing what? 

Criminally cheating the Government at bri bing Labor 
officials. Eleven million dollars involved. We're 
not quite ready on it yet. It's a tip. 

Cheating the • •••• 
Government on income tax and they had this tallow - 
remember the strike they had out there? 

Yeah. 
Well , they banded this tellow a hundred thousand dollars 
cash, and t or you, and t or you only, it was brought to 
_, attention by Robert Kontgomer,y who 1e President 
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or t.h1e Uni on which coJDprieee t.wo hundred and rU' t.;r 
t.houeand people. 

Yeah. 

And he wouldn 't. t.ruet. it. t.o anybody else except. me. 

Yeah. 

And we 'll be ready on that very s oon. 

Yes, I wish you'd get. it. i nt.o ~ hands. 

Well , I'll •••••. 

These big -- t.heee salient. cases •••••. 

Yeah. 

~ experience 1n public artairs has been such t.hat. 
there's a certain claesirication or cases that their 
eucceeerul pr os ecution depends upon whether or not 
those in public authority are made or t.he stutt and 
the abilities that can reeiet. 

I know. 
Both the pressure and the abilities that great wealth 
can put in the riring 11ne. 

You're telli ng me! 

It.'e Juet a •corker• . 

Yeah. 
And ir you get. t.hoee cases that you' re interested in 
and you want t.o go ahead -- and get them 1n my hande , 
Henry , I'll assume the responsibili ty trom then on 1n. 

Wel l , nothing could make me happi er. 

Yeah . 

It's l ike a breath or rreeh air. 

Well • • •• 
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Wow .. u a 111Dut.e, beton we aot. -- 1101r we're ott U.• 
- t.he orla1Dal t.h1JI&. •ow, I'" pt. ODe ot.her ll\\le 
t.hl.D& t.hat. I ' • n.1 t.l.D& tor. 

Yeall. 

You proaieed .. an 1ntoraal op1JlloD. 

Yee, wdl I'a ao1JI& t.o ••• lb- . Bell t.od.q . fhe7 1Ye 
bean woritl.D& on t.llat. upet.alre. 

KYJr: On t.be aunlt.lone. 

II: 

HI&Jr: 

II: 

flliJr: 

II: 

HI&JI'I 

II: 

HKJr: 

lh 

IOIJI': 

II: 

lUIJr: 

II: 

Yee. I'll haYe an op1n1on t or J'Oil. 

You w1llf 

Yeah. 

• At.t.a bo7 ! 

All rlaht., Hen1'7. 

You t.allt about. -- that.'• a dltterent. lt1nd of pre .. ure . 

All rlaht. . ( tallaht.er) 

And 1no1dent.all7, the Preddent. -- I went. onr lt. 
wlt.b the Preeldent. 7eet.erd.q. 

Yeah. 

And be eald that. Cordell called b1a up all4 eool4ed .. 
t.o t.be Preeldent.. · 

He eoolded •• t.oo. 

You? 

Well, be eoolded J'OU t.o .. . 

IIIUr. 1Jbo' Cordell' 

II: 

RliJr ; 

II: 

Yeah. 
So I ea14 t.o t.he Pred4ent., ae I 11114eret.oo4 lt., t.llat. 
J'OU wanted a eon-ot-a-blt.oh depart.aent. orsanlaed 
e&a1net. t.heee ..-eedYe nat.lone, and lf t.ble len't. 

. what. J'OU ~t., 70u t.ell ... 

Y.U. 
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He said, 0 Th1e ie what I want.• That's the way I 
understood it. 

That's what I think we ought to have too . 

so-- eo I said . •..•. 

I don 1 t think we 1 ve gone enough -- or tas't enough on 
them. 

Oh, I'll say we don'~. 

I think that there's never been a ti.me when we ought· 
t o be stronger and stand right out about it than now. 
Hi t them on the flank and front a.nd every way. 

Wel l , I'll -- whenever you're ready on - - on that 
munitions thing and I'm going to --what I ' m -- it we 
get an informal opinion, what I may do is I may ask 
Harry to publicly take t he front on this thing, tor 
me. He ' s a member aloo , Harry Hopkins. 

Yeah. 

I think it would -- if he 'd be will ing to do that I 
think it would be helpful. 

All right. 

But you'll let me know. 

You bet I will. 

And the Skidmore thins will be -- I mean, the Annenbers 
thing will be with -- in your lap between now and one 
o'clock. 

And get the Skidmore t hing here as soon ae you can. 

I'll tell ..... . 

And the west coast material ae soon as you can. 

That'e a •pip•, the weet coast one . 

Well , we' 1.1 go at it bamlller and tonga. 

0. K • 

All right. Good bye. 
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Tell her I'm ·Naiting. 

Sne 1 s trying t o get him now. 

O. K. (Hangs up) 

L2l 

\Yell, that ' s practically carrying out what you 
tola the Attorney Oener~l over t he telephone you 
were going to do. 

I sa i d I was going to put it in his lap first . 

•hat ' s right . 

(On pnone) dell o . vonversa tion wi t h 
<>ttorney Gener f' l lllurpb.y follows:) 
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0 .~ . Uf course, t his is triple confident ial. No 
l~~ks on t het one • 

. d vcrlng : ••e 'vt go t t o get r. li t tle more inform&tion on the 
Skidmore case . 

~o~: .> t ... u: 

.. . • .! r: 

r .; .. L, . 

n .• Jr: 

.\u u, . 

. ! . . ~ . Jr: 

nll r igh t. .. e l l no.v , !A~;.: , g;:t that ov er t o the 
J<ttu cn.oy Gen er<.l, ge t it in hi~ l up . 

oollut n<. ss i a iS expreSS &j)pl'OVt l for tnis ::tethod 
:>f u-. naling it . He likes ths t . 

~es . 

.. e .JU,:nt t o ,;c; t t oe S.<i~ •• o r c c::.se o ve r , so we 

.::. n .,..,t it J.i> t;o tue s< a to. ~nnll jury . 

" lll. t u~o ve :f.JU been do1n~ out tnere, "em? 

1 1 ve be " n m<-«ing , h:turvs . .o. hougn t y ~u 1 a like 
t .J S eto tnis {cnbrt ) - tr1<. J.nn.,nbo; r~; emj.)ir e . 

1.111 yes , '•his looks llk1. alcohol to me • 

l.ou 've got t hem e l l v n t nv s ,uar e ; I don ' t like 
tn;. t . 

DO'/ c.c ;p el li~e tne;,., Cl'..l..ld:OC ? 

.1.' :n s1..:- ,>r ::.se<. tu~t you u: v<o n ' l got :::or e t.J&n t hree 
~~lli.Jn ~ollr.rs . 

•b.:..t ' s onl :t 'l:>e r.r.r.o:uber.,, it 1 .sn 1 t tn~ l'c; 3 t of t ole 

f: td l;, .Jr tn .. ;!Ol'j).>rL tto . . 

"' "e~ tn~..; go ov" r .v itll tne tb!nt,? I tni!lk tbu t 
:>\16nt t :> go ov e r to t ne nttQr nt'Y Cent!~'< 1; ! ,;~:nt 
;. co~:>- t o ~" t ;;. t 11e Pr es i uen t, t oo . 

l ' l l ge t a CO~Y · 

!low, you \ l:!e lver ingl wer e going t o or genize for me 
t. gr oup to g o aft er tne t..: pool r ooms . "re you 

r e• uy'/ 

• 
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;!~; 1 veri ng : !<o . 

i! . ~ . Jr : •• hen a r e yo u going t o be ready ? 

,J~l vering : Fi t•s t I •ve got t o get •• (word~ nl.l t under s t ood) • • • 
fif t een t housa nd ; second, we 1 11 t ake one district , 
senu tne ones in t hut d istric t t o the agents to 
caeck . 

cl.- . Jr : .. ell , it 1 s at le(.st t;~o weeks .:>r l onger since I 
"'cnti.:>ned 1 t to y .>u. •lell, let 1 s have &a n!J "'" Y" 
on tnls . Bo"' cbout u v.evl< froCl t odDy ? 

r.~lverlr~ : loU ~e~ t o get t hose 1nvest1g~t1ons ove r? 

.>.'I . Jr : Vr t ne pl&n . 

iidlverinc : vh A'e l l , t he ;>l(.n - toe ,>lon is vi r t ually s e t 
U,J . 

r! • • I. Jr: .Vell , 1 Nt.nt i t. \ 

uclvorinl> : .1.0u see, t il (;y 1 ve g l v <m cne tnc. f ig ur e of f i f t een 
ttuus~ nu ph.c"s, but '-t> to d "tf. I hb ven 1 t been 
;.blt: t .:> g c. t h.>la ->f •ner~; tnese u ri.: locv t ea . 

i!~lv~rlng : 

llnt.t I .,.,.nt t o ao, u uy ~no u&rol-t - I ::c.nt to 1ry 
lt ou t in so~e - not too big L city - a plan; 
let ' s just senJ E ere~ in Lna mop up~ cit y , see 
1101'1 it .;or.ctS. r.S ::e UStd t o uo in Fiir!! ,;r eal t -
try it out in one ;>hce . 

J. OU .;,on ' t .1a ve to ,.t.i t bet•~ccn n.> .. 'nu :Jond~ey to 
r ln.t ou t .men y.>u 1 r e going &fttr tuese j)OOl r ooms . 

v .• <. '·nd t hen the o tner thing - .men sao.lld I send 
fo r t ae p r esi uen t vf ;, . '1. & T . ._,.J s&y, "Ur . utff or d , 
yo u h~o v t! ••• 11 - no.v ,,Lny , is i t fift een thous~nd 
long uist~nce cables? 

.~< round fifte en t hous& nd . 

" ··· tha t you ' r e serv!n~ . " I me~o~n I' d l ike L" 
memor a nduo on tau t . hnd the n I want t o s ey , And 
tuis i s illegal. !low , we .v&nt t o give you the 
opportunity of cancelling thesu your self o r ~e ' re 
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boing t o go to ..:ongress a nd t!" t t ne neces s a r y 
l<.gislation . But l wunt to give you tne chance 
o f aoing it f' irs t . n 

"ntl 1 w ~ont « memor a ndum pr t!ptJ r e<l for me . .. llher e ' s 
l:.u l'ol ey? 

hignt l1ere • 

••. fo r we t o t a lA to Oif for u from . I' l l s&y , 
"dr.re ' s t ue t iling . This is t ne evi denc e . ..e • 1 1 
._ ;..ve }·o u & c. encc fi rst. t.., sa~· t It& t ;;ou :-:ill cun
::.:1 t n is serv ice; bu t if you d on 't, t ru:n t nis 
.:r.f .J r:n&ti':)n .vill b,; h 1 ... befor1: tn .. Senate and 
t.l" to .> US~ . 5u t. i >II nt t O ~iVc • OU < ch;,nce f i r st . n 

'lli~S ~s boo~ . ni:- Ls fu1 . . (L.Jot:ini t t cn<> r t ..,f 
~ .. rulcnber :; t:t:J:-~i~CJ 

'lrn~ ls t ne f.L r~ t G.JltLJt1 . .'ie 1l l g "'t :.10 r e f -.c t s 
1: t"r . 

J'l.i.. r it; t'l t . 
. Juo 1 r· oo:ns . 

a ut l et ' s t~t 1 cl~un-u~ crorlO on t nese 
.:e cion 1 t h· VtJ t<~ WI i t for . . 

i.~ t ' .> z.;> t fuul u urS<..LVt:s , :.lr . "'Cc r e t ;.. r y ; we s til l 
ru .. v~ t.O t ,..l ent y .Jf .vor .< to do un t uis case . 

Jh , I .<r . .> •• tn~>t . vr1 , ,.,u ,uven1 t t ;>l<cnea t ats 

tn.o.llb . 

"E 1ve t;o t . t o use t-11 ttlt: r~;~ot.r .:es ·:;e n>< ve a vcil<ble • 

• In:> ' s going t o get t als ov<. r t o tn~ h tto r ney 

Geue r u1? 

l:; it r eeay now, Guy't J.!l t m.t entirely r eauy t o 

t;o? 

rlolver lnt ; l. e s . 

•<'l1C he1 : Th j, t r s my responsib.Lli ty . I 1 11 send 1 t ove r by 

s~ecia l messenger • 

.&.f ).:>U d on't :tind , 1' 11 g ive i t to ~cne• nolds ; 
it ' :. co::t:.r..g fr o;;~ mt . 
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~>ll r i gn t . Then 1 1 11 t ulk t o Mac . 

·•ell , ~; nyway, Mr. McReynolds will s e e tha t i t 
ge t s o ve r t here bet ween now nnd one o ' c lock . 

Now , w aen in t h e hell you fello.v:. going to b<Jve 
J.:>l.tt.. thing li«e thr t on Skiamortl? 

/..31 

A·' u.; : .,,. nt 11; t .> Cf. tne SliClt; ert nd Jw·y . 

~ . - . Jr: J..n ... y.:m ' re livi(l6 ira vul...:q;o . 

r j ... ~..:, : 

l:i • • • Jr : 

.<lr us : 

H • . : . Jr : 

r .>lej ' ! 

n . ~ . Jr: 

·' · . J r: 

d . .. :. Jr: 

:.e ' s livinc; ·,.ita tnis cc.se . r':-ob;.bl)' be a yesr ' s 
j.)b ;. t le;.:. t . 

H~ving a good time? 

l'lonaerful out ther e . t.. t!t.rntns :.. 11 ~:bout ilorse
l'<o Cill~; a n-1 {,'-mbling, bOil.<JJWl<ing . 

r w~nt to go into i t. 

lie ' s . •. 

I w l! n~ t o go into r. t own - :.lit t 1 s the c a,>it;.l of 
:.!ichigan? 

.... nsing . 

All right, tnet wo~:.lo oe.<e FnrL< ...!urphy ocppy, 
Guy . Le t 1 s go i nt o t oe to,·m o f i.s n sing , 
..lichi!;a n, ~nd m1 ite Frt.n.< IJurpay 01-i>PY s nd try 
it :n Lc nsi.ng, ... lcnig~n , .. i to tne Re,>ublicEn 
G.:> vErn.>r a nu ... c.etnistr t ti..;n tne rt, < r.J let ' s 
~le:..n up t o e ,>o.:>l ro.>m~ in wun~ine , ~icnigon . 

J,nu Octroi t • 

. I ell, toe t ' s t o .> big f or t. st ur t er . Le t 
1 
s try i t 

on L~:nsing , ..11chig1-n . If 1 t works the r e •. .• 

nc: ver .~.ne : nt. vt. i<t! got tallY connection th.:rr.'/ I su,>pose we 

!! .• Jr : 

he \te . 

nnd if it .~or:ts there , oe •ll go to 11urisburg nex t ; 
not politic~~ , but Ae • ll just try l t ou t . out let s 

\ 
• 
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try i t. Th?t woula please 1-rank Murphy to dea th 
1f .ve t ook l.ansing, Michigan, and then 1f it 
.1orked dov.n there we 'd go down t o Detroit next. 

~ NH nt to go in -
o lct ~nd uecrepit. 
~nd a stiff neck . 

God, you f ellows - you 1 re all 
all I've got is a stiff back 
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FEDERAL RI!S!RV E DANK 

OF NEW YORK 

OFfiCE CORRESPONDENCE 

221 N(e) 

OAT£ April 111 1Q!9. 

TO-
co an DDTU~Llt.<Ik'I.t!!ll _ ___ _ 

L_. f, KnruOOllk!o.li"---·---
FitOM-

SUBJECT,_t_ELPJIBOII aliYQB!l'IOI Witt! 

__ _,B::.A!I=.!K OF I'JIOI.AII O, 

I called lllr. Bolton at 11123 a.m. tb.,. bad bad a prett7 bad 

dl¥, be add. Tb-.y had done $20,0001 000 and the Dutch had lolt about 

$1610001 000, The Frenol\ trmc wae relntiYel)' ate&dJJ the Swiss, he 

thought, wu under preuure al.tbcUih h t bad not spoken to SWitaerleod 

toj 81• It waa dittieult t o real.izt t h at ao wch exchange could 10 

th rough a marlcet which outwardl7 aeemed ao verr quiet. There wa• no 

feel111( ot an)' cr1111a in LoncSon at all. Personally be did not think 

there waa going to 'be a or1a1s 1n t he near tuture an~7telt ao simpl)' 

beae.use be did not think t here wu any nece .. ity to ant icipate Mythinc 

fUrther, 

I referred t o bia cable Mo. 343 request i ng ua to atll 

$25, 000 , 000 worth of gold 1n all, val.ue todq, including ~4 , 15001000 

tx Laconia. Since t he Laconia ••• 1cheduled to a rr1Yt only l ate thh 

attemoon, wu it aati stactorr to hUI i f we sold QIUy $20,500 1000 

todar and t he balance tomorrow? Tbia would aaYe us soat handline 

charses and h i m additional insurance. Bolton replied t hnt that pro1r• 

• u eotirely aatiatactorr to bill. I stated t hat I s uuaed t hat hta 

insurance OOYtrtd dtl.1Yel7 either at ou r vaulta or t h e Assa)' Oftict. 

Bolton replied he would look into it. 

I reYerttd to our telephone ooDYeraatton late in lfarob about 

cold shl;aenta b)' parcel po1t md 1n!ol'!led b1ll that the AoU111 Poat

aaater General. bad iuued, under date ot April a, order 1111'781 rea41nc• 
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.,.._DaRAL RESERVE 8ANK 

CW' NEW YORK 

,...,~ ,.._.,. CORRESPONDENCE 

COJFIDI!II!IAL nx.• 
L. w. boke 

DATE Al!r11 11, U18 

SUBJECTo fiLIPBOII OOIYI!Ihf:tQLJ~D'J._ 

IAIIK OP •oLAII D. . ---..::.:::::;.;;:...=.:.....===!...---

ll!he traaaponation 1D the rteular aUla or 
parcel poet froe a147 tor.S.p OCNDtry 1Dto the 
Ullited Statu of ea:r OOildCDIItnt of cold oo1D, 
cold 'bulliol!t or cold «uat, ha\'1DI a nlua 1D 
axcaaa of teo, 1• prohibited.• 

thit order waa to be attaoti\'e upon the c1nnc of due notioa to the 

r .. pecU\'t oountriaa .nd th1e, 1 undaratood, had been dona. Boltoo 

tboucbt t hat aat1on 1n t bh 111atter had b sen uoeedina~ quick, that 

the order waa uaO'tlr what th tl)' had hoped Wa ahin&ton would do and t hat 

he wu eura tht11 were •el7' cratetul to ua. 

Bolton spoke of our wa*ly oi'ISer t or l2&,ooo,ooo worth or 

cold at 114.75 11• .nd thoucht t hat 1n \'iew ot t heir todq'a llal11 

totaling $ll&,ooo,ooo (in the mulurt and t o the Dutch), he llliaht han 

to 1n~ira whether we would be WilliDc to inoraaaa t he a- ount althouah 

he ntnr liked t o uae the oi'ISer UJ1le .. it ••• a a atter of crMt 

• •l'lanQ. I replied t hat it continued to be rq underahndinc that 

• 

the order was ci•en tor the purpoae of beinc uaed if neoea••l7'• 

Pf'll S t ... 
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TELEGRAM SEi'T 

GRAY 

April 11, 1939 

4 p . m. 

AliEilBASS'...'" 

L01~00N ( EiiGLAIID ) 

246 

FO~ ~':"l'Eff 'CRTl! FROll THE TRE,\S:JHY. 

r.cfEr your 4,02 , : iarch 27. AdvisE British Treasury 

of the fol~owing Post OfficE order : 

QUOTE. 

ORDER :10 . 1 2761 

POST OFPICE DEPA!:::Tl'C:NT 

\lashington 

April 8 , 1939 

Section 2233 of thE Postal t.nws o.nd Regulations is 

~tndtd , Efi EctivE upon thE givlng of duE noticE to thE 

respEct i vE countriEs, so as to add ?Brasraph 3 , as 

fOllOI'IS : 

13 . ThE transportation in thE regular mails or 

parcEl p ost from any forEign country into thE Unit ed States.' 

of any connignmcnt of (lOld coin, (lOld bullion, or e ?l d 

dust , ho.vinc a va luE in excess of ;50, is prohibited. t 

(Sie;ntd) ,1\mbrOBE QIConnt ll 

Acting Postrr~stEr GEneral. 

El'D Q;:O':'E This 
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- 2- #246, April 111 4 p . m. , to London (Englnnd) 

This subjE ct was trEatEd by thE Post OfficE DE

partmEnt as an intErnal problem rElating to thE 

handl1n.:; of packagEs aftEr arrival in this country. 

UndErstand thE ca blE noticE of t h i s ordEr h as bEEn 

rorrrardEd to FrEnch Post OfficE by UnitEd StatEs Post 

Of!'icto 

EA : HF : 1'.'1'.'1 

Eu 

HULL 
( GSI : ) 

A-M 
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::.37 
OPf'!Cit t:# • 

TMil asc...,.ARY <:#' Tt<ll TMASIJRY 

C 0 P T 

'fhM]< you tor :rour Ter)' Dice letter aD4 

your aug&eotlon t hat the Secret&r)' 1111gbt brl~ 

the quettion of Decatur Rouse t o the attention 

of the Direct or ot the Budget . I t hal, or it 

•bout t o be a ent to him, I believe, ·w1 th the 

fa•orable report ot the Inter ior Dept. .t.o the 

Director 11 new , he probabl7 lalon nothl.ng 

about t he Rouse . So aome Intoro&ti on tro111 

yaur hu•ban4 woul4 be ve r:r helurul. 

I shAll hope to oee you soon. 

With ~ beet wiehee to :rou an4 t o the 

~ecretsry, I all, 

Sincerely :rouro , 

/S/ llarla Beale 

, 
• i 

• 
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I spoke to the President on the telephone about 
puttinG countervaili ng duties on si lk goods out of Italy 
and the pres ident asked me to explain i t to him and I did . 
Be said had I talked to Hull and I sai d , •Yes - at least 
1 sent him a notice on April 3d"· He sai d , •Talk to him 
again · Get a rul i ng from the Department of Justice. After 
~e get a ruling we will do it with tears in our eyes . " 

I then had a conversati on with vr . Frank Sayre. (Attached) 

( 
--
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1. I ban beton • a ~ ~o1a1on oal..liDg tor 

the 1mpoe1t1on ot a oounterYa1ling duty on a1lk goode troa 

Ite.l,y at T&.rfing rates depending upon the quut1ty and 

oharaoter ot the a1lk oontent. 

2. The total amount ot goode 1aported troll Ital7 whl.oh 

will be atteote4 b7 th1e order 1a aaoething leaa then a 

a1111on dollar• a rear. 

3. There 1a alao being etud1ed the bounttaa being 

granted on exporta ot ootton, wool end leather goods troll 

Ite.l,y. 
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t!IIJr: 

Operator: 

H!.IJr: 

0 : 

Hello. 

Operator. 

Ie Mr. ~······· 
Yea, he 's coming right on . 

(Short. pause) 

Hello. 

April 11, 1Q3Q 
1:34 p. m. 

Hello. How are you, Mr. Secretary? 

£42 

!WJr: I '• pret t..T well. 

S: 

HMJr: 

S: 

Hl!Jr: 

S: 

HIIJr: 

S: 

HIIJr: 

S: 

HIIJr: 

S: 

Good! (Laughter) It's an awful procession theee daye, isn't it? 

Terrible . 

Mr. Secretary, Feia Just. told me about that I tal ian 
countervailing duty . 

Yea. 

And he proaieed that either Secreta.ry or Hull 
either Secretary Hull or I would call you up. 

Yea. 

I have to see the Italian -- the Vice President of 
the Philippines at two-thirty and it 1t ' a conveni 
tor you I could come over right after that. 

Well! Mr. s.yre, I 'm always glad to see you, but 
what a the usa or ooa1ng over t 

Well, I thought I ' d Juet give .JOU a little aeaorandua 
ot -- ot the situation -- one -- one thing I do want 
to -- did want to apeak about 1e to urge the -- it 
this thing i s going to be done ••.•• 

Yeah. 

••••.. to give Italy a little advance notice eo that 
1 ~• 'll have a chance t o correct her procedure. That a 

-- that' a the practice whi ch we have been tollcwing in 
aoat ot the cases. 
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HJJJr: 

S: 

f!I,.!Jr: 

S: 

HI!Jr: 

s: 

!iJJJr: 

s: 
!C!Jr: 

S· 

S: 

- 2 -

Well now, may I Just take a mtnute now? 

Yes. 

Because you ' re busy and I'm busy. I mean, or course 
I'll see you any time you want to see me . Now, I 
can't -- the President asked me to get an Attorney 
General' s ruling. 

Yes. 

So that will take at least twenty-tour hours. So that 
-- I could let the thing go over until tomorrow morning 
because I'm all tied up this afternoon. Now, how .auld 
that be if you wanted to come over tomorrow morning? 

That would be all r1ght, but -- but I spoke or time. 
I mean, after it's positively decided we're going to 
do it, then it we follow the practice we've been fol
l owing with moet ot these countries , it seems to me 
highly advantageous tor our own interests , to give the 
other country a chance to correct the ir procedure. 
That is .•. .•• 

Oh, I can't wait tor this. Now, look, you people tie 
me up -- I'm under law-- t o carry out the law. I' ve 
been tied up five months on this German thing, and I'm 
not going to have them -- I'm going to -- I can't -
either the law is t here to be carried out or it isn't. 

Yes , but I ..... . 

I mean, thls -- this thing -- or always stall ing me -
t hat's the law. 

Well ...•.. 

I can't do it , Mr. Sayre. 

No. Thle - - the proposition now i s a little different. 
The proposition would be to tel l the Italian Government 
that their present tax is in contravention or our 
provisions. Ask -- suggeet that, let's say thirty 
days from date, it t hey don't see tit to change their 
practice we'll have to begin imposing countervailing 
dutiee. 'Now, I don 't -- I don't think there ' s anything 
in the law that would prevent doing that. As a matter 
ot raot it seems t o me t hat carries out the intent 
and purPose of the law because it does give the 
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HJ.!Jr: 

S: 

H!.IJr: 

9: 

HJAJr: 

S: 

HUJr: 

S: 

HUJr: 

S: 

Hl.!Jr: 

S: 

HlAJr: 

S: 

H!Ur: 

- 3 -

f oreign Government a chance to oorre¢ what we eee fit 
to term a contraventi on of the law. Now that'e • • ... 

Well , ,, . . 

..••• exactly what we did, you remember, wi th the German 
Government - - when wae it, t wo yeare ago. 

Yes. I don't know how long we gave them, but we 
didn ' t do i t the last time. 

No, we d i dn 1 t, ..... 

Now, look ••... 

But we have been doing it to many -- in many caees. 

Well now, here's -- here's -- I'll -- I'll make a 
bargain with you. 

(Laughter ) 

I ' m willing to give them thirty days if they'll give 
us aocesa and give us the information that we want on 
a lot of other things that they refuse to give ue the 
i nformation. We can't get the information on a lot -
a lot or other articles. 

Yes. 

And if -- if the Italian Government will glve us, 
promptly, the information that we-- we ' ve been try
ing to get through our Cuetome eervice, and uneble to 
get, then I ' m willing to do the gentlemanly thing to 
t hem. 

Well, I - - I ... .. 

But they -- they absolutely refuse to let our people 
-- they Just throw them out on their ear. 

Wel l , or course, they -- they eay that there ' s been 
complaint atter complai nt because of t he d elay in that 
too and we replied to that effect that we haven't been 
able to get the informat i on whi ch you wanted on that. 
Now I - - I don't think t here ' s any kind of a bargain 
possible there. 

Well , why should they -- we t reat them like gentlemen 
when they -- when they treat us so shabbily? 

Regraded Unclassified



S: 

HJlJr: 

s: 
l!l.!Jr: 

S: 

wr: 

S: 

HMJr: 

S: 

Hl1Jr: 

S: 

Hl.!Jr: 

S: 

HllJr: 

S: 

Hl.lJr: 

S: 

- 4 -

Wel l , I beli eve in being a gen~leman ~self, whatever 
the other f ellow does. 

I~ doeen ' ~ pay these days. 

I beg your pardon? 

I'm,sorry , I-- I don ' t ~hink i~ pays these days. I 
don ~ ~h1nk you can treat people 11ke gentlemen when 
they ' re Just -- well-- ~he people, 11ke t he Ital1ane 
and the Germane. 

Well, I -- I don'~ l ose l ove tor them, and yet I - -
I want to be a gentleman ~a elf. This e1 tua~1on 1e one 
where I ~h1.nk 1t ' e 1n our own interest. 

I ~ell you what you do. Suppoe1ng you come over at 
t en-th1rty tomorrow. 

R1ghto. 
And -- and don 't you-- and I'll have some or t he 
OustomA' boys here. 

Yee. 

To ex?la1n t he ~b1ng. 

Well -- wel l, I don't know that any explanat1ona are 
needed, Ur. secre~ary. 
I ' l l have a memorandum or the t h1nge tha~ we're t ry1ng 
~o get out or ~be Ital1an GOvernment and can't get. 

Uh-huh. 
9ee1 And I'll hand you that and you band me one . 
How's that 1 

(Laughter) Well, all r1ght , 1f you r eel a useful 
purpose w111 be served. I - - ~ only -- I ' m th1nk1ng 
ot our own interest, the 1ntereat ot t h1a Government , 
t hat we're -- now we're . . .. 

• 

so am I. That' s ~ · · ···· 

There 1an't a lot ot trade t1ed up 1n th1B tb1ng. I 
bel1eve there's eometb1ng 11ke halt a m1111on dollar• 
worth ot t abr1cated e1lka , and ot course there ar e 
other art1clea . tt.aly 1e buY1ng a lot ot etutt trom us. 
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H!lJ'r: 

S: 

HUJr: 

S: 

HUJr: 

S: 

H!JJr: 

S: 

HliJr: 

S: 

Hl!Jr: 

5: 

- 5 -

Now, Ita}3 will hit baclr., or oouru. I'• -- I'• think
ing or our -- or our own -- or our own trade i .ntereat. 

Well, I 'm thinlr.1ng or a mandate or Congreaa that I 
have to carry out this law. 

Yes, well I -- I'm not suggesting that we shouldn ' t 
give them the notice and go f orward, but I -- ~ 
on}3 suggestion is that we carry out the law in the 
same w83 in which the law baa been i nterpreted again 
and agai.n betore -- that is, to give the notice, and 
give them, say, thirty days to correct their procedure 
or else have the countervail ing duties go into erreot. 

We'll, I tell you, you come over tomorrow morning, and 
maybe I'll be reeling better. I don 't know. 

(Laughter) Well, all right. 

And I 111 have - - I '11 have a b1ll or complaints tor 
you then. 

All right. At ten o'clock? 

Ten-thirty, please. 

Ten-thirty? 

Please. 

All right. 

Tha.nlr. you tor calling. 

All right. Good bye. 

• 

Regraded Unclassified



TREASURY DEPARTMENT 247 
INTIER OFI'lCIE COMMUNICATION 

DATK April 11, 1939. 

10 
Secretary Morgenthau Mr.* 
The autocoblle lndustry, as you know, occupies ~n 

1l!lnor t ent posltlon in t he present buslness outlook. I asked 

.. r . Sel u.er to go to Detro1 t and make a canvass of t hle 

s1tuat1on while I was making the rounds ot the reporting 

co::r,>an1es . , ~ ~~ 

ft. l {t~ c.-~ ~4 ( I.,.;_, ,tJ-;C-/...11~ ' 
:,1.. IJ r f- b l<-c...t. 1 t v~ tV!- I J. "--e(," -': , /A-1-, '~ , P~· :,, 

• 
• 
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TO 

1ROM 

SubJect: 

TREASURY DEPARTMENT 

INTER OFl'ICE COMMUNICATION 

DATa April 11, 1939 

Seoretar~nthau 

Mr.Ha~ 
Plans and prospeote ot the automobi le industry 
as reported to Mr. Seltzer . 

l. Up until the last tew weeks the automobi le industry 
had been expecting 1939 to be a good automobi le year--not as 
good as 1936 or 1937, ~t almost or quite as good as 1935, 
when U. S. and Canadi an output aggregated ~,120 , 000 carl 
and trucks. For comparative purposes the total production 
for recent years is l isted below. 

Thousands ot Care 

Year 

1930 
1931 
1932 
19'33 
193~ 
1935 
1936 
1937 
19~ 

U. S. and Canada 

3, 510 
2,~72 
1,~32 
1, 91!6 
2,1!70 
~, 120 
~.617 
5,017 
2,656 

2. In line with the expectation t hat 1939 would be a 
good though not a boom year, and in order to regularize 
employment t hrough the winter, t he industry deliberately 
built up a large stock ot oars in the hands ot dealers and 
distributors. This wa s particularly true ot General Motors, 
and to a somewhat lesser extent, ot Chrysler, but not ot 
Ford. The idea ot General Motors and Chrysler was that a 
large f ield stock ot oars at the beginning ot the spring 
selling season would not only permit r egular employment 
during the winter Just past, but would also eliminate the 
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necessity tor overtime and extra employees this spring. In 
eoneequenoe, even though a good season wae contemplated 
General Motors and Chrysler did not expect to increase the 
scale ot their production operations substantially thie 
spring- -a ~-day week with tew extra employees wae contem
plat ed. (Th1e, ot course, upsets seasonal correotione tor 
the automobile industry in moat indexes ot general business 
conditions.) 

). Although retail sales in the early months ot thie 
year promised tully to tultill the expectation ot the manu
facturers , General Motors ' retail sales lagged early in 
March (Chrysler's did not). The result ot this temporary 
l ag in retail sales was to frighten a number ot General 
~otors officials . The large field stocks which had been 
deliberately planned now took on threatening proporti ons, 
and some curtailment ot production was made. 

~ . But substantial curtailment ot production schedules 
could not be lightly decided upon because (and this ia 
strictly confidential) ot an agreement among virtually all 
the manufacturers to introduce new models one month early 
this year--in August instead ot September. This early 
introduction ot new modele m~ans that the parte makers will 
be working on parte therefor during Uay, June and July, and 
will not be availa ble tor any substantial stepping up ot the 
output ot parte tor the current modele it retail demand 
should be heavy. 

The General Motors people were therefore caught in a 
serious dilemma: It 1939 is to be as good a year a e they 
had anticipated, they muet maintain a high level ot current 
production 1n order to maintain adequate stocks ot care in 
the hands ot dealers during the spring selling s eason. It 
they curtail production now in order to reduce their field 
stocks to more normal proportions, the early new model 
changeover will prevent adequate increases in production 
later on it retail sales ehould prove to be as good as had 

earlier been anticipated. 

been 
lent 

The European situation and the stock market elucp have 
influences in tavor ot curtailing production. Excel
increases in retail sa les in the last 10 daye ot March 

'"4G .. ~ 
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(65 ,000 versus 39,000 and 36,000 , respectively, in the two 
oreceding 10-day periods), corroborating t he earlier tore
oast s ot a good year, have worked in favor ot maintaining 
or increRsing current product ion . When L~. Seltzer lett 
Detroit a week ago , ni ght contsrences were still in progress 
to debate and determine policy in t his respect. 

Preliminary confidential figures tor General L!otors 
retail sales in March ind1oate an increass ot 6g percent 
over February--14o, OOO versus S3,000-- , the third largest 
?ebruary- Uarch percentage increase since 1929. 

5· Chrysler is doing relatively better than General 
L~tors so tar this year and the people t here s eec more op
t1c1stic . The Chrysler people emphasize the excellent per
formance ot used car sales this year as indicative ot the 
solid foundation tor a good- -though not a boom--automobile 
production year. 

• 
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Hello. 

Hello, Hant7 . 

How are you? 

Fine. 

April 11, 1Q3Q 
8:5Q a.a. 
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Good. Jake, we're worki ng thie week on 1/l>f tax state
ment and I 've got both ~agill and Carl Shoup here on 
it •..•. Hello? 

Yee, I'm l i etening. 

And it'e taking on more the aepects or a declaration 
or fiscal poli cy ror the next five yeare. 

Uh- hllh. 

And i t -- it ' s shaping up very well. r mean, the aaralcb 
is -- well, I mean, we're getting into what are we 
going to do about revenue and balanci ng the budget, 
and where we are going to be the next rive years . . ••• 

Uh-hllh. 

••••• and it'e ehap1ng up a e a declaration or polic7. 

Yea. 

And I wondered it it would possible r or you to ba her e 
Friday when Magill comes back. 

Yes, I think ao. 

Well, it you could, by Friday it will be in ehape. 

All r ight. 

And inaemuoh ae it 's - - it ' e ehaping up into a !iecal 
policy, I ' d like very auoh to have the benefit or your 
advice. 

All right, I ' ll be there Friday morning. 

And I reel that well, it'e up to me to eay eomething. 

Yeah. 
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Wh.atf 

Yeah. 

- 2-

I! we haYe a draft be!ore • ••.•. 

Yee. 

I - - I ' ll mail you one. 

All right, do that. 

Right. How are you reeling? 

Pretty good. 

~52 

Let me aek you this: I'•e got a call in tor Dr. 
Abraham Flexner. 

Yea. 

What I'm trying to do is to get people lined up in 
oaee or a world war. 

Yes. 

And besides yourself , I was going to ask -- I wae 
going to talk to you when you came down -- I wae going 
to aek Flexner, in case or a war, would he lend me 
Stewart and and Rei!ler. What do you think? 

I don 't get -- would he do what? 

Lend me Walter Stewart and Rei!ler. 

Oh! 

I mean •••• .. 

And what do I think? 

Yea . 

I think he ehould. 

Don ' t you think ao? 

Why aure . 

• 
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What I've got in mind ia, I want to get three or tour 
outatanding econoaiate who would be bare •...•• 

Yeah. 

..•.•. with no adm1n1atrative reaponaibility, but juat 
to think on all aattere -- whether it'a gold, or 
exchange, or trade, and ao f orth -- to ait here and 
adviae the Government as to how we should look after 
our interests. 

Yeah. Well, I think that•e 
just the right idea. 

Don ' t you think ao? 

Yeah. 

I think tbat'a -- that's 

Thera would be no administrative -- just to think, 
that's all. 

Yeah. 

I mean, they ought not have anything but a atenographer 
but then be able to draw on any etaff in Washington. 

Uh-huh. 

Whatt 

I t hink that ' a right. 

What? 

I think that 'a a good idea. 

Well I want to talk to you about 1t when you come down. 

Yeah. 

Well, I'll l ook forward to aeeing you Friday. 

All right , Friday. 

F1.ne. 

Did you have a good holiday? 

Wo, I wa1 a1ck the whole time . 
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f: Oil, le t.llat. NT 

HIIJr: Yeala. 

V: !h& t. ' • t.oo ba4 • 

HMJr: 0 . I. 

V: Good b)'e . 

fi](Jr: Good b7•· 

.. 
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HIIJr: 
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Co~~pton: 
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Hl!Jr: 
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RKJr: 

C: 

HIIJr: 
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HliJ'r: 

Hello. 

April ll, lQ~Q 
Q:l!O a.m. 

Mr. Edieon ie 1n New York for ee~eral weeks. 

Yea. 

Kr. Compton, h is assistant , i e there. 

Compton? 

Yes. 

All right. 

All right . 

Hello . 
(Pause) 

Hello -- hello -- hello. 

Mr. Compton. 

Hello. 

Mr. Coa pton speaking. 

Thie 1e the Secretary of the Treaeur)". 

Good morning, Mr. Korgenthau. 

£55 

Mr. Edison -- good morning. 
of the Navy t odayT 

Who ia Acting secretary 

Kr. Swanson will be 1n today, Kr. Secretary. 

Well .... . . 

Ae tar •• I lulow he will. He wae here -- here ,-eater
de,- . He • • due here around ten thirt,-, e1r. 

Well ..... . 

And in hie abeence Adairal LeahT would be Acting. 

Well, I wonder -- I tell you what I want, and eee 1f 
,-ou could take care of it t or ae. 

• 
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Yea , e1r. I ' ll be very glad to. 

With this situation in the Mediterranean ••• •• 

Yes, air. 

256 

.• • •.• I wondered whether Naval Intellig~nce once a 
day could give me a report as to the situation in 
the Mediterranean , or - - or ae to the poesibilitiee 
ot war. You eee7 

Yea, e1r. 

And -- i t somebody could come over here ever.y day, eay 
!ive •1nutee or one, and hand me a report as to what 
the situation ie, because it looks to me ae though 
with the Britieh f leet moving around and ever.ythlng •.... 

Yes, eir. 

But I -- I wanted Just a one page summary or whatever 
the latest news i s !or me -- !or my own 1n!ormatlon 
only. 

One page sUIIIlD&r.y -- and you want lt every day at 
t welve . •• .. 

Five minutes or -- t welve ti!ty-!ive. 

Twelve titty-!ive. Yea, Mr. Secretary. 

To be put into my own hllnde. 

Yee , Kr. Secretary. It ' ll be -- 1t'll be done . 

And -- and a summary or whether -- the Mediterranean 
anJth1ng wh ich would help me withstand -- I've got to 
handle r ore1gn exchange, you see? 

Yes, air. Yes, eir. 

And I want t o know, until thie t hlng either blows over 
or blow• up. 

All right, Mr. Secretary, I '11 te.ke care or that toda,r 
tor you. 

Are you a Naval Otticer T 
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I'm not, I'• Mr. Edison'• aeeiatant. I oame down with 
him trom New Jeraey, Mr. Korgenthau. 

Well, tine. I Just wanted to --but you get what I'm 
attar. 

I know exactly •.•.. 

I mean, from a layman's standpoint, what's going on. 

Yes , air. 

And what's the chances ot war; i s it getti .ng worse; 
ia it getting better; what all these Italians are 
doing on al.l these ialande; what 1e their obj ective; 
at cetera. You aee? 

Fine. All right, air, a daily estimate or the s i tuation 

A daily estimate or the situation. 

All right, sir. 

At twelve titty-tive each day. 

Yes , air. 

To be put into my own hande, and the only use I'll 
ever make ot it is that -- you can tell the Naval 
Intelligence -- I naturally teel tree to diecuee it 
with the President. 

Yea, air. 

But outside ot that, it will not leave ~ hands. 

Yes , sir. All right, Mr. Korgenthau. Yes , air. 

• 
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HIIJr: 
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HIIJr: 

D: 

HU.rr: 

Go ahead. 

Hello. 

Hello , Henry. 

How are you? 

Fine. 

April ll, tg:5Q 
Q:M a .a. 

Bill, in talking to the President yesterday, he was 
vary anxious that I talk to you today. 

Yeah. 

And that while you're still available •.••.• 

Yeah. 

• • ••.. t hat you and Eccles and I get. together and who
ever you would designate on the S.E.C. to discuss 
what we would do in the case ot a world war, as t ar ~ 
as stocks are concerned -- and I thi nk you ought to 
include commodities as well. 

Yeah. 

He didn't suggest that.. 

Yeah. That would mean bringing 1n Henry Wallace. 

Yeah. 

Well, any t i me -- today would be the beat day. 

Gosh, today is the worst.. 

Well • •. . .. 

But. I ' ll 

0. X:. 

I'll Just-- how-- how about tour o ' olookf 

Well, now • •• • •• 

Your ot t1ce7 

h th.at all right with :fOUf 
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Yeah. Yeah. 

Now, then, ahould I get in touch with the othera1 

.Ah • • •••. 

Well, you bring somebody f rom your office. 

I'll bring somebody rrom my office, yes . 

Who will carry on. 

Yeah. 

And I 1 ll contact Ecole a a.nd Wallace, huh? 

Swell. 

Ia that all right1 

Yeah. 

I should think-- let's - - let's make it three-thirty • 

All right, three-thirty. 

What? 

Three-thirty. Do you euppoae that we ought to have 
Fe1e from the State Department? 

I think 1t would be good, yea. 

At the Kunich criais, I wae in heavy conversation with 
him ••••. 

Good. 

• •..•. on various angles or the thing. 

Good. 

And I t hink it might be •••••• 

Yeah, we ' ve worked closely with him. 

Yeah. 

So I ' ll get it aoroas to hia. 

• 
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P: r1ne. 

IIIIJr : 1'banlt 70U. 

P: '1'hree-th1rt7f 

HIIJr: '!'hree-t.h1rt7. 

P: Yeah. Good b7e. 

• 
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.t.pr 11 ll, 1Q:5Q 
10 :16 a .m. 

Go ahead . 

Hello. 

Hello. 

Dr. Flexner •• •.•• 

Yes. 

Henry Uorgentbau, J r . 

Ob, bello -- hello. How do you do? 

How are you? 

I 'm a ll right, thank you. I hope you are well. 

I' m qui te well. Dr. Flexner, what I 'm calling you up 
about is quite confidential. 

Yes. 

This is Dr. Abraham Fl exner, i s it? 

Yee. 

Ae you know, things abroad are at sixes and sevens. 

Yes. 

• 

And we never know when we'll have a bl ow-up. And I 'm 
trying t o get the TreasurY prepared tor any eventualitJ. 

Yea . 
And in doing that , i t would be very useful t o me it I 
could call on both Walter St ewart and Reitler .• •.. 

Yes. 
But -- with t his in m1nd, I want to have t hree or tour 
or tive ot t he leading economists in the country t o be 
here t o advise me and the President on general economio 
matters and t o eet up the machinery so in caee there 
ebould be a world war, they could sit ae a Board, with 
no adainietrative reeponaibilitJ, but purely t o be 
looking over the whole field . 
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Yee. 

And it wouldn't neoeeearily be a tull-time J ob, but it 
- - I want all full-time ae tar ae their braine go . 

Yea. Well now, ot course, you know, Kr. Morgenthau, 
that i n any euoh eventuali ty •... . 

Yea, air. 

.•.... I , personally, would chuck everything ..••. 

Yea , air. 

•••• •• to help the-- you and your aesoc1atee, t rom 
the President down. 

Yes. 

And regardless ot any other consideration whatsoever, 
I think that Stewart and Re1tler woul d do the eaae. 
Now, I'm going t o be 1n -- 1n Baltimore -- in Princet on 
t omorrow. 

Yea. 

I t you can wait until toaorrow •.•.•• 

Oh, yea • 

.. . . . . . I will t ake i t up with them personally. 

Now, what I want to do wae, it -- it you approved ot 
it -- the idea -- knowing what I had in mind, whether 
they could be down here saturday morning t o talk it 
over. 

Yes , yes. 

And I was thinki ng or aek1ng also Dr. Viner and 
Dr. Rane~n. Those are the t our peopl e I had 1n 

Who wer e the other t wo7 

Ranson ot Harvard. 

Oh, yee, yea, yea. 

And Viner or Chicago. 

aind. 
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Yee, yee. 

And I wanted to eort ot 1et up the ll&oh1nery eo that 
1n oaee ot a world war , theee peopl• oould be here t o 
adviee the Preeident and ~eelt on anything -- any 
eoonoaio e1tuat1on and how we ehould meet 1t. 

Today -- let'e eee , t oday 11 Tueeday, 1en't itT 

Yee, 11r. 

I think it would be better, troa your point ot v1ew •••• 

Yee, e1.r. 

• • ••• • it I spoke to thea • • ••• 

Yee. 

••• • • tQ.Yaelt ••••• 

Yee . 

•••• •• ae I can do tomorrow morn1ng. 

Yee. 

I'll be 1D Princeton toaorrow morning. 

Yee , e1r. 
And I think, ae ter ae I knOw them, that they would 
ohuok the 1netitute, or anyth1~ elee .. • •• 

Yea . 
• ••• •• to help you and the Ada1n1etrat1on in - - ·1n an 
eaergency ot th1e kind . 

Well, tell me when •••• • • 

And ••• • 

Pleaee. I '• lUtening. 

I eay, Juet ae I-- I aean .••• • 

Well, 1n septeaber Re1tl er t old ae t .hat h11 eerv1oe1 
were at the d1epoeal ot h11 - - ot the Government in 
oaee ot a world .. r . 

• 
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Yea. 

I -- I never t ook 1t up with Walter Stewart. 

I -- I ' ll speak to him. I'm perfectly sure that those 
men will do - - do anyth1ng that a patr1otic Amer1oan, 
regardless of pol1t1oa or anything else, would do i n 
an emergency. 

Well, would you call me after you've epoken to them? 

I'll get there probably sometime towards noon. 

Yes, 

And then I'll call you as soon as I've seen them. 

Yea -- now, this is the proper way to take it up, ie 
with - - through you, isn't it? 

I think it's the beat way. 

Yes. 

You could do 1t direotly. 

No, I'd much rather do it through you. 

Probably - - I probably think what would happen is -
if you spoke to them, t hey'd come end speak to me. 

Yes. 

And I would say, •well now, you-- you follow your 
own Judgment. 1 

Yeah. 
Now t aking it up tbie way , I can ·in a way, w1thout 
putting them in -- under any compulsion, I can indi cate 
what my own f eeling ie. 

Yes. 
And then - - I -- well, there'e strong feeling, which, 
of course, I don't expreas and don ' t urge •.. . 

Yea • 
••••• that the deaooraciea o f this world ought to atand 

together. 
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And that all th1a talk about neutral1t.J and 
11 boah when ,)'ou•ve got a couple ot -- ot b&Dd1ta 
lteep1Dg the world.1n a etate ot J1ttera oont1nuoual,y. 

Yea . 

Now, 1t the.J'll a1t down and behave themaelves, nobod.J 
would be better eat1at1ed than I will. 

·Right . 

But 1t they are going to keep ue all wondering whether 
they are going t o take the Br1t1eh West Ind1ee and tro• 
there have an air base to Florida and South Allerioa -
I •ean, the whole thing ie getting - - it'• an intoler
able situation. 

'1'ba t 1 e right. 

And I don't think that we should be 1nditterant to 1 

That's right . 

Other people have made great •ietaltee , there ' • no quee
tion about it. We've also made eome; nobody ' • band• 
are clear, but all that tadee into ineignitioanoe • •.. 

Yeah . 

••••.• co•pared with the damage that thoee people are 
doing .orall.J and otherwiee -- pol1tioall,y -- ever,. w&.J 

- - aociall,y to a -- to world deoenoy and order. 

Right. 

And I reall,y think we ought i o got to roll up our 
eleevee and lay ever,rthing elee aside .• ..•• 

Right. 

it it oo .. a to a teet. 

Well, the point 11, I want to be read,)', you eeet 

That'• •••• • I underetand that . 

ADa ltDow who I oan count on. 

' 
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Pardon me? 
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I think that's w1ee toretbought. 

266 

Well, thank you eo muoh. I appreciate your attitude. 

Tba t ' e all right . I ' ll do anything 1n m,y power. 

I'll look torward to hearing trom you tomorrow. 

All right. It you need &n7 authorities on medieval 
history, we can give that t o you too. 

I may. 

How ie your rather? 

He 'e tine, thank you. 

That's very good. 

Thank you. 

All right. 

Good bye. 

Good bye. 

• 
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April 11, 1939. 
3 :00 P . M. 

ru; PLANS F'Oll. S':'ABILIZING !I.A.."UCETS 
I!! !:'r.::NT Of' WAR IN EUROPE 

2.67 

pru;SE!IT : 

::.::.Jr: 

:lou..;l ns : 

~t~: . Jr : 

Jouo:las : 

H. ~~. Jr : 

Mr. Lochhead 
}!r. 'ilhite 
Mr. Young 
l·!r . Foley 
~!r . 11. o. Dougl as 
Hr. Frank 
Hr. Purcell ( S. E. 0. ) 
l~r . ?eis 
Mr. 1fallace 
Hr. Robbins ( Agri.) 
l~r. Eccles 
1-tr. Ooldenweiser 

Gentlemen, the Presieent asked us to get together 
tor him 1n the strictest or confi dence - also to 
give Hr. Justice Douglas a good send-o!'r - and h e 
wondered what, if anything , lie 1·rere doing in case 
there should be a ~rorld war to look f'.rter the 
vnr1ous markets; and I told h i m that frankly 
tal king for myself I Haan It ready and I d idn 1 t 
know l·rhether anybody else we.s . So he asked us to 
meet and discuss it and to get ready. And so I 
~till start any1·rhere you ~<ant . 

Possib ly a good way to start 110uld be to tell you 
lthat the English have told us in strictest or con
fidence that t h ey propose to do . 1-!a.ybe that would 
b e a good way to start. 

J ust as a background, J.!r. Secretary, I can say 
this: As far as we are concerned, we are p repared 
With all or the legal docuoents necessary tor the 
closing o r the exchanges if that proves t o be 
necessary. I mean all those documents are drawn 
and they are all in the icebox and they could all 
be executed ltithin a very rew minutes; so we are 
prepared against that contingency. 

Well, that would be on thnt angle. 

That ' s right. 

But what to do to keeo them !rom closi ng •• •• • ••.• 

• 
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I f w~rst comes t o worst and i t anpears that the 
e~change has to close, there won1 t be any s curry
ing around as to all the details; they have been 
taken care or so far as you c nn anticipate . 

And mi ght I ask you, 1\'hen you say exchanges d oes 
that include the monetary exchangee, commodity 
exchanges? 

llo , j ust eecuri ty e:cohanges . 

The oo:nr.tod1 ty exchcn ~es are 1·1ith1n the Departmen t 
of Acr1culture 1 s .. ...... . 

!lo you n1nd my asking you i t you 1\!"e as ready as 
SEC i s ? 

I would very much que3t1on whether it uould be 
nece3sary for us to clo se the co~,odity exchanges. 

I mean in case t he PreRident .....•..• 

No , 1·•e are not se ready . 

'1/ould tha t ·oe a rensonn.ble request to r.takc ? 

\ie 1 11 get rendy . 

You 1 1 1 h:>'Te that ready? 

(Nods yes) . 

Ur. 1/allnce , ooes tht> s tn.tute .:ive you t he po~•er 
to close it? 

l!o , I t hi nk not , but >:e h.'\Ve a e,Teat deal of power 
or moral suasion . 

Hr . Secretn.ry, you see \le have under our statu•e -
ve h..ove t hat po :·rer ui thout - 1 t isn 1 t r.:oral suasion. 
1/e just cnn do t hat . 

\'/ell, 1f i t does noth\ng el se, t his meeting will 
cert a inly educate me; it wi ll b e useful. 

liell, that, of course , is the - ho>r shoul d I s ay -
the l es t r esort . 

Thl>t • s right. 
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And as I say, I do n ' t know what the Federal Reserve -
i f they have been thinking along these l i nes. 

11ell, last summer or l ast tall at the time of the 
Munich Con terence , i<hen t hinas appeared to b o 
pretty black, I was avay on a vacation a t t hat 
time and I talked t o Hr. RansoM, Vice-Chai rman of 
the Board, and they had some ot the bank oresi dents 
i n and they also considered this uhole subject; 
and work ~ms done at that time on a statement 
that coul d be is sued tht>t seemed to cover the 
e::~ertSency a1tuation. ':'he mat ter 11as a sain revived 
just a few days ago . There a ·en ' t so many thingo. 
r eall y that we OM do . 

Dr. Goldem:oiser 1·ras oresent nt those conferences 
last swnmer and I' d like h i m t o mRke a statement 
as to the d evelopment at t h o.t tir.te , e.nd Hhether 
you feel thnt that trould neet the situati on nolf. 

\fell, Hr. Secretary, t :ht>• 11ns done - last Fri day 
ue sent out a letter to t he banks aski :..g them 
1:hether they t•ished t o t11.ke up 1•it h their bo!lrds 
or dirootors a ny questions in connection >~ith t he 
possibility of uant1n& to rcC'.uce thei r rates or 
make nny loc~ announcements; ond i n addition t o 
thAt 1·re prerared a s t ater10nt that the 3onrd could 
i ssue i f host ili t i es in Eurone shoul d d evelop , 
t~h1ch 1.'0uld be a reassurinG statement ttbout the 
fact that ue are in a oosi t1on 11her e any d er.tands 
froc lfi t hdrat·..Us o!' any k ind could b e c et t!lthout 
the el i ehtest difficulty. That statement ~~s 
orennred, ae the Chairman onyo, l ast Se~te~ber, 
end'wno brough t unto date the other day; and it 
has been ann::-oved· by most :nembero of the Board 
and will be. rendy t o be issued if the occasi on 
should nr1se . !t >muld tell the nubl1c o f the 
nosition of the banlts, of the fact t hat they stand 
ready to meet any w1 t hdrtnmlo ant". All that sort of 
thing . 

If ell, voul d 1t b e agreeable to you to let tl:e 
pri ncipals here see that stntecent? 

Well I haven 't - •·e haven 1 t got the sto.ter~ent , 
and the Board itself hasn ' t t~en offi c i a l action. 
I woul d like to t !'.ke the matte r up t~1th them and 
ge t 1 t in i to final form . And I >~O~ld see cer
tainly no ob jection, becaus e 1t ought to b e 
i ssued 1n connection ~.'ith the general ect1on ot 
t h e Government . I t isn ' t a matter t hat any of 

us should not a lone on . 
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inc~~ things might ~ove so fast - do you suppose 
or 48 hours you could • •• . .•••• 

\·/ell, I ><Oul d think that we could certainly do 
i t tomorrow, wouldn ' t you, Dr. Gol demrei eert 

I see no rel\eon l·thy ~~e couldn ' t . 

And t hat l·!r. 1/allace , the SEC, 11nd myself coul d 
be furnished lr1 th l\ co~y . 

That 1 s r1 'h t . 

And the State ~epnrtment. 

Yea, t h e State DeoArt;ent. Let ' s see, that wo~ld 
b e the f our o~ you then. 

':'here is SEC, A; rlculture, Stl\te, nnd Treasury. 

All rie;ht. 

I t h ink t hat t h i s i s sort of a - t h i s is an ult r n
confi dentinl c nblc from London just s~<yint> uhat 
they have done. And ue nsked ti1e Fl•ench whether 
they had anythlnr; like thl.s :-nd they sR1d, "No ." 
IG that right? 

That 1 s right . I have R COJ'Y ••••••••• 

3ut i t is interactinG - t h e English have gi ven us 
some i dea. And 1nc1dcn '.:l\lly, 1f t hey ';oul d let 
us use ~art of t h is ~d ~ive it out, I thi nk it 
trould b e very reassuring. lie coul d show, ';hen 
you read t his t h ing , tr~t they don 't - they are 
not ~o1ng to dump thei r securities. I mean that ' s 
uhat so many peopl e a re vorri ed about . llhen you 
read t his, you 'll see they have no inten tion of 
dumping . 

"One . I mmediately upon the outbreak o f a 1·rar the 
Sri tish Government will requ1s i t1on all foreign 
secur1t1es, f oreign bnlances and gol d b elonging 
to British r eai dents ( the term British resident s 
includes foreigners who are normally ~rit1sh 
resi dents) . Th e British Gover~~ent wi ll not take 
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steps to liquida te a ny ~ericnn securi t i es thus 
a cquired 1~1 thout pri or consul tat1on vi t!l the 
appropriate American authol'ities .J 

"Two . Th e Bri t i s h Government does not i ntend 
to declare a general morntorium but exnec ts to 
close all banlcs and financial instituti.onfl for 
one day . The banks consi<'!.ol' thnt they :~eed 
cuc'l e period to :nru:o the neceosPry adjustments 
n.r1d t'lc Briti sh ':'N.aourv i s of the 01)1nion 
thnt sl':ould uer eventuate to11erds the- end of 
a g iven 1-;eek it 110uld be r.r cessary for t h e banks 
to -::Rl:e erran,;c~ent !I u:,e::-c't-:· !)a;;roll :;e.~es 
coul d be :t('t . 

"':'hrce . ! t is our obn t hn t t!:e Bnnk of ::n-:l11nd 
shoul d ruulot.:nce ' pro 'or.'bly dn1ly' foreit,n exchane-e 
rntes for sterlinG :md tl.c other bnnking i not1- . 
tutions :·.o ·~ld be r.uthor i ted to supply fore i gn 
exchant;e in sui tablo l\mo•..1nts for bona :!' i d e 
reasons . Therei'ore Ame1•1cpn citizens lfho hap~cn 
to b e in t he Uni ted Kin,_;dom up:>n thP outbrea.lc of 
1> Nar 1·/0uld be Able , after the be.nkinG institu
tions reopen, to Cl'sh tPt'.VI'lE're 1 checks , :l.ollar 
c!rnfts :tnd dPaw on dollnr letters of credit, 
etcetera , and thus obt~in not only such 9ounde ~a 
t!ley "''ll.Y re<;_ui re but neceoonry runounts of Americ11n 
do:!.la~·s . 

•:.:y o>m ic)):-ess1on 1o tl'.•t there ~=-c t·.-o schools 
of thou ·ht c.s to t:le rn':f' :- t :T.1ch the :oound •.... • -
! ' 11 finish :-eadina - • ••.... pt ;:hich the 'ound 
w1ll be e\·alued it: ter"''S of do:!.lnrs t.nen dealinGS 
bet;1n after the outbreak of o t:11:· . 3:.:t I !'eel 
renson11'ol'T 8\ll'C th:tt tho a~ ":'lo fp·:ol' en 1rnmedin te 
p_nd shal"' • d en!'P.Cil'ltion Of the ,ound t-.'111 p revail 
'!.lit that· the' sterlinG dollnr rete as first 
announced by the Ennlc of ::niSland a fter the out
brea.lt of a 1·rar 11ould ahow " •tcry considerabl e 
Cl em·eci a tion of t he pound ns compared l>'ith the 
precent level. " . 

This interes:;s you ( \/alll\0(' ) . 

Very much so . 

Regraded Unclassified



2.72 

- 6 -

Goldemte i Ber: I s that Butterworth ' s w1ret 

H. :.f .Jl": This is Buttel"\rorth 1s, but this is - this is 
nireot f rom the British Treasury to me via 
Butten~orth - from the British Treasury. 

Goldem1eiser: The last part 11as his opini on. 

H. !l. Jr : 

Lochhead : 

E. !!.Jr : 

\fell , ... . . . .. . 

Yes, at t he top here. 

Yes. Thank you. 

"Four . The s tock exchanges will be shut upon t he 
outbr eak or a uar. The British Treasury intends 
to reopen them as soon as practicable but reali~es 
it is i!:!possi ble no11 to set AA:/ d efinit e period 
inasmuch as the ob ject of shut ting t he stock 
exchanges ~10uld. be to prevent panic s elling from 
develop ing. " 

Of course , i f t hey di d oloae, t hat 110ul d t hrow 
more of a burden upon us , wouldn ' t i t? 

"Five. Under the preBent 1~ar pl ans t he British 
Treasury 1~11 attempt to continue to functton in 
its present buildi ng in 1/hitehall, in t he basement 
of which bomb shelters hrve been constructed .• 

We 'll have to bring 
do the sB.Ile thing. 
cellar here. 

in our general contractors t o 
I wonder i r we 1 ve got a bo::~b 

"But i t is ~ot really known whether this tentative 
arrangement ~rill in fact prove feasible under 
actual war condi t i ons. 

"The above information has been obtained on the 
exoli ci t understand1ng t hat it l·tcul d be t reated 
moat carefully and confi dentially. I n thi s con
nect i on the Ambassador suggests that the head of 
the Securities and Exchange Coomissicn mi ght be 
informed of the stock marke t information but in 
the strictest confi dence.• 
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Then !{r. Kennedy called up the P resident again 
on Sa turday and again oaid, "1'/hat are these 
men doing over here? They ought to be ready.• 

l'fell, that gi ves you p eople some i d ea of Nhat 
they e.re doing , nnd I don 1 t think 11e have gone 
anywh ere near as far in meeting a simi lar situa
tion. But 11' ~rs had a 'Olan coordinate<! t r1 t h the 
other bourses and could. s et the countries in the 
Tripartite - get particul~rly Holland, Bel g i um, 
and ~witzerland - particularly Holland and France, 
to agree to a coordinnt ed pl l\ll , which t:ould b e 
per fectly possible, and then could announce that 
there is such a plan, don ' t you think that •·:ould 
be very reassuring? 

(l:ods yes ). 

I r•lean if 1t coul d be announced - I mean that t here 
una e. coordinated plan - I menn , for instMce, that 
all the stock exchanges would close simul taneously 
and not Just one - laave tho other open and exposed 
to take the brunt of tho attack. 

l·!r . Purcell >1as just saying that 1f 1·1e close ours 
Md they close t heirs and •...•. . .• 

I mean in case of a ·,;ar if the coun tries i n the 
Tripa1•tite, 1d1ich are the f i ve countries, Snt;land, 
France , Su1:;zerland , 3clg1W:!, p.nd !iolland, ahould 
1:ork out a coordinP ted p lc.n of ho>: to take care 
of this stuff, I should think it trould b e very 
reassuri:tg. 

Hr. Secretary, tre ~1ent over the r:u>tet·1al of "hat 
haP:9ened on the day ~1hen they closed the i r exchange , 
t> nd it said that before the stock exchang e governors 
decided to close on the ~orning of July 31 , they 
had ob t a ined definite ••.••••• 

Excu ee me - this waa tnat year? 

July 31, 1911t. 

You didn't say that . 
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I 1 ::1 sorry. 

Sn1d they obtained definite information or a 
11holly unprecedented volume of selling orders 
be1:lG cnbled over nir:;h t fron Europe to take p l a c e 
in No~' York banki ng houses for execution , by 
virtue of tl'.e closing o f the London Stock :Sxc!lB.ng c . 

At the r.J:>.rket . 

1:o 11:;:i t on it . 

',/el l, 9111, don ' t you think one of the thing s \1e
o1 :;~t do t:oulo be t he possi'cility or uorking out 
nn arrane;e::~ent t1ith the five exchp.nt·ee - four 
cxchruls;es 1n t he four countri~>s EO that :ve r.1ove 
to..;ether if t:e do Move? 

Th".t :night be poe si ble; I don 1 t l:nou. The raost 
lil:ely thins I·TOuld be M a a reement 1·:hereby ;,e 
•.-roul d all oloae at the oa.ue time . 

Thrt 1 e :·1hat I mean . And no one 11oul d clo!le \·:1 thout 
notlfyin.::; t!1e other fel l 0\1. See, ~>c could h:-tndle 
tho~ through our Trip~rtite Ac ree:nent - I mean 
actin!.( as a,;ent for you. ',/hot? I oean •·:e have 
";he contact . 

Don 't you thln.l{, He:-bert, t!~t we could do 1:hat ? 

I think you are 1n a ~osition to diseuse the i d ea - • 
in an r.dmi rable oos i tion. I 1 l \:11nt to l i s ten =uch 
l on..;er before I i:net· 11:1c '.;hs r t he i <len i~self uae a 
!OOrl i d ea. 

:/ell . .. . . . . . . 

I ahoul d t h i nk thot 1f you offered to t he investors 
of the 1~orld t he oroepect that in the event of \11\I' 

there 11111 b e absolutely no plnce they ' re t:;otns to 
b e able to sell their securities , you oi ght be 
produ c ing a very substAntial effect on your present 
llll<i orospect1 ve security mnrkete . 

l!r . F!lis , you neAn if th'lt announcenent 11ere tw.dc 

now. 

Regraded Unclassified



( 

;'eis: 

'.lellace: 

Z75 

- 9 -

Yes, or if ~rord got out that negotiations to tha t 
end trere under discussi on. I don't know that that 
is enough of an objection to make the thing unwise, 
but I am sure that it is something to 1lhich you 
1·:ant to give consideration. I should think that 
the \'laY in which you - t he exchange policy that 
you follo~; mi ght very 11ell depend on 11hat the 
level of prices was, to some extent. And I suggest 
therefore trAt other al ternative lines of action 
oesi des this be considered. 

All of those remarka are just thinking aloud, 
te~king aloud. 

I gather, l~r. Secretary, that you had two things 
in mind. One was a d iscussion l ooking fonnu•d to 
~~hat <.ould hapnen if war were declared. The other 
is a d i stinct QUestion : aosumlng that such an 
ae;reement liere made, 11hether an ennouncement of 
that pl!.rt icular fact should presently 'oe made . 
That i s a d i stinct queotion. 

!t is a d i stinct ~uestion . 

Wha t I am tryint; to do today i s for myself, and 
I don ' t kno11 - I can only talk for myself - is to 
get myself think ing about this thing for the 
President, get eYerybody thinlt1ng about it t oday; 
and then 11e ' 11 meet at;nin mnybe tonorrotr and after we 
have hed 24 hours , tal~ it over, see how ~uch or 
h o\1 far 1:e have gone, and t hen talk again. But he 
thinks and I t hink t hat we ought to by the end of 
the we ek heve a forcula and a program so t~t we 
could go and.:say, •P.ow, we've got this; ;;e d like 
to put this before you . \/hat do you think about 
it?" 

I tol d him yesterday, talking tor myself, I wasn't 

ready. 

Ther e i s one point, Henry - it I remember the situa
tion between July 31, 19l~and November 1914 correctly, 
there was - t he tact ot the closing of the stock 
exchange d i d not mean t hat there were no transactions 
anywhere . 
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It 1·:ne a bl~ market. 

And if there was any prospect of any l ong continuance 
of closed mar kets - vtell , i t •·:ould b e just too bad. 

\'/ell , to a ns t•ter •• ..• .. , . 

I shoul d think 1 t would be t•r1sc, if you 1 re going to 
m~~e any statement , t hat you ind icate, if you could 
possi bly vrork it out - indicate ho• .. you 11ere going 
to handle the situp_tion during an interim period. 

liell , I want . you t o know hou ! feel . ! I"Ould do v 
everything poss1ble·to keep the ~rket open . 

That 1 s right. 

See? I mean - and I think I have t1·1ice been inotru
mental, 1·:hen the President asked my adv i ce, in 
keepi ng the markets open . I mean everything that -
I ~rould do everything to try to keen the mar kets 
open, and I t·ra.nt to come to vthat t·re can do to keep 
t ho markets ooen. But in the case of laet resort -
my 11hole ph1looopl'.y 1R to do everything possible 
to do that and pro•re 11e are a t·torld power, 11e can 
go along, so forth and so on; I mean thnt 1 e the way 
I 1 o t hln.'<ing , juot so that you know. 

Hay I just thro1: out this sugsest i on half ttay in 
bet11een. I f it aDpcare that we oould ee::-ve our own 
interests at all times best by keeping the marke t 
onen, if 1·:e could get an understandi n<; with other 
;;-overnnents t o the sll!le effect as those British 
assurances t here, you migh t have something that 
would help very ouch in keepi nG it open . 

And a present announcement of that e i ght be very 
helpful. 

Tl'At mi ght haVe j ust the opposite effect. 

Say t hat agai n olenee . 

The British have sai d that they were going to 
requi sition all the securi ties - all the doll ar 
securit i es held by Briti sh resi dents. Suppose 
the French, the Swiss and the Dutch said the 

• 
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sane thing. Tho British ~~ve said, "FUrthermore, 
He 1·1on 1 

t di spooe of thos e ~<i thout pri or conoul ta
tion 1dth the proper American authori ties . • Suppose 
the

1
other governments said the snme thing. Then 

you d kno ~< that in trying to keoo the markets open 
you "'ould not have to deal I·Ti th thi s gr eat enormoua 
p110io selling of t he securit1ec from abroad. 

That ' s right. 

'=hat ml :;ht be a tre:nencous help in t rying to keeo 
it open, i n >mich they 1rould unquestlor~bly have· a 
consideraOle interest . 

':'hat 1 !! r1~::ht . 

!:i ht t?la t no t be open to the SRI!le danger, that any 
1~r~ tr~t the l~vernments 1rould reou1siti on securities 
>;ould cake the nrt\onnl~ t ry t o eeil then beforehand. 

You ' d have t o skip t hat part , eim~ly ~et an under- ' 
s t andinG to a!lothet• effect : that no s ell1nt; ~Tould 
be cc.rried on in t he Ameri orn mnrl<et e':cept af ter , 
consultation, s i mply mcanint; tha t they 1roul d control 
the business of eellinb. 

You see, the unfort unt>te t hing - tl:e l eaks 1n t;,.e 
other ocvernments, excludin£ the 3ritish Government -
the leaks are terrifi c . 

I am <;onderin.;, l:r . Secretary, 11heti:er there isn 1 t 
something to be ec. i d on the other s i de, just t hinking 
aloud , uith respect t o the effect of t ile closing or 
the s ecurities carket in the event of war. :·!!.(;ht 
not i t oe possible t hPt n holder o~ securi t i es, 
knol<ins the possibility or u~tr , ant i cipating thnt a 
decli ne mi ght coxe - mi ght he not be reassured nt 
the i nforrat i on that the securities mnrY.e t 1~uld be 
cloBPd? I'm r.1erely throving t hat as aglllnst t he 
other. 

1-!aybe. 

Hi g.'l1t he not feel t hat he doesn 1 t want to s et caught 
and therefore mi ght he not precipi tate soce selli ng 
nou, if i t ~1ere brui ted about that the markets would 
not be closed at such a time? 
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I think there is a n atfful lot in tfhat Harry says. 
You take l ast s pring , the spring of ' 3S, trhen the 
marke t was so bad; t here 11aa quite a good deal of 
pressure for a dAY or two to cl o se that market. 
You remembe r t hat, Bill , that there ~rae the gener al 
sense of p an i c conditione a nd that p eop le said , 
"Not( , a l l you ' va got to do is close t ha t market 
for a day or t t·/0 until t h i s onnic gets over with, 
nnd t h en everythin(i t·11ll be all r i gh t . • 

tlot·l t he question of the bank holid ay was a t Y!)1cal 
case . The only tray you cou l d get s t P.r ted on -
sto" the run , t:ns to clo&e the thing and then reoopn . 
And I thi.nk that t here arl' n t;rent tllll1Y oeoole -
1.f t h ey felt that a o~tn1c ~<as !1:Q1ng to be stopp~ 
by the closing of the ~rket until t h e i moact of 
the t hing >~e.s over, until oeople had a chance to 
cet some edjustment s , 1t t/OUld hnve a favorable 
effect o tler than an nnver ge effect . 

An<' especially i s thAt t1•ue if these other countries 
nre going to be forced to close the i r r.~:~ :-!tete, and 
no doub t t hey vrould possi bl y h~ve difficulty 
gunranteein5 t hRt they I\'Ould keep the i r ma rkets 
ooen. I f all five countr1as could be assured that 
thay t'OUld k e en the mnrkets open, then ti"'.at 110ul d 
possibly be the best thin;; t o do . But , l'.not·11ng tllat 
t he four Eu r onean coun~ries liOUld lik ely clo se their 
markets , I think for us t o attempt to k~ep our 
l!lllrket open 110uld serve no useful purpose. That ' s 
the we.y i t ~JOuld appe nr to n e . 

Th en there i s anothe :- angle to it, thAt ;-!hen the 
markets were closed in July 191~ , you re~eober, this 
outlaw oarket appeared nnd t h ey soon began publ i shing 
oheets i n which they were listing the prices of the 
bootle g transact i ons . And t he informntion t-1ss very 
surprising , in •1 i e1·1 of the fnct tha t t he price 
declines \/ere v ery small. Therefore, t•:hen t hey 
d eci ded to ol)en the rnn r keta they k new the markets 
would ooen at apnrox imatoly the levels whi ch pre
va iled then, tfhi oh hnpponed to be t he approxima te 
l evels a t ~<hlch they hnd clo s ed . Nou then, if t h e 
markets wer e closed M d if thie uere again permi tted 
to happen, you \.Ould have nn i ndica tio n of t h e 
state of the marl:e ts c.nd you 110ul d knot; trbether the 
marke ts could b e safely opened o r whether possibly 
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1t t<OUld be better to p o s tpone t he opening of 
t he mnr kets until stock p icked up. But you 
uould N\ve t hat kind of information whi ch mi ght 
enable you to act ~:~ore intelli gently, t·rh1ch you 
couldn 1 t have if t he stock mnrkets t·rere ooen. 
That ' s another t hing t o b e eni d on t hat aide, 
possibly. 

·./ell , t·:ouldn 1 t t :-t1 c - I mean I 1 d like everyl.>ody -
for ins"tance, I do n 1 t like to tie you up a,"'ly 
lone;er thRn necel'sary - ltnouin:; t his is so::.et!1i n!; 
t he President ttould like uo to do , how >rould i t 
be if, unless SOL!e;,ody hns so::~ething else, each 
!le r oon t:ould t h ink thia over and ue could o eet 
in 24 hours again and then come i n pnd say, "!/ell, 
talking for oyeel f, I could do this. • I o ean we 
coul d ou t e~ch of our t h1nt;s on t he tabl e and 
oayb e get n coordinated plnn out o~ the t hing , 
you see , so we coul d c o over t o hi~ and say, 
11 !:r. P res i d e!'lt, he r e we can d o one , tHo, three, 
four, and her e are the a l ternative t hings you 
can no . ";ie ere ready to d iscuos it aoongst our
selv e s . 11ie :feel t h i s i6 tho beet thing . l'lhAt 
do you t h i nk?" I mean , ha>inc ~etten the t h i ng 
started , t..-e could think nbout it and cone back 
in 24 hours, if i t II/\Pn 1 t :-ueh i n J . I s that 
rushing you people t oo ouch? 

- 0:! lnn : r:o. 

;: . : . J:- : 

?'elE ! 

:: . . :. Jr: 

H . :: . J~ : 

!..och..'lend : 

inmt? I s that • ..... .. 

(Nod e no) . 

Hot< a!xlut you ( ::allacc ) 1 

I • d l i ke to a sk, in thl't ~to.tement tro::~ the Sri t1sh 
t~ere they think i ng of c l os1n0 the co::l.':lod ity c:xcllangee? 

Doeon 1 t mention it . 

I 1ma:-1ne - t h ey ' re o:;oint; t o close the banks, every
thing '\.1111 b e p l'nctically closed for a day or two ; 
I think they are t h ink in& nlons t he lines or every-

t hing . 
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::.::.Jr : 

:etc : 

( r: .::.Jr: 

K.:: .Jr: 

~ . ::. Jr : 

- l 'l- -

May I ask - I remember reading one or the London 
periodicals at the time or Munich, and I think 
they trere preparing to close their colUI'Ilodi ty 
marlte t s, weren ' t they? 

i'loul d you people like 
strictest confidence? 
give each ••. • ••.• 

a copy or t hi s cabl e in 
Sup'llOsing you (Lochhee.d ) 

I 111 have to check 1·:i th •••.••.• 

lie can g1ve a copy, cllll 1 t ue, to these p eople? 

It' s peri"ectly all right, but 1t I .-ere you I 
>IOu1dn 1t . 

J erry, I •:onder if a o-ne of our people could get 
in t ouch >:i th your people. 

Right a>1ay. 

llht\t? 

The uay I look at i t is t hi s . 

Please. 

28(1 

The closing of the exchflnse in thi s ooun;ry doesn 't 
neen depriving investors of a market - of all 
markets for securi t ies. There is a big over- t he
counter :narket . 

Ob, t recendous. 

And that has been gaining in some securities rapi d 
strides in the last !en yenrs, duo to obvious 
advantages co~panics have in not listing t hei r 
securities. That ' s been one of t he things- one 
of the inequalities lie have been trying to rectify. 
Fro:n the point of view of t he inveator, he probably -
and this again i s a generalization; it i s subj ect 
to a lot of inaccuracy - probably wou1d suffer the 
same possi bilit y or probability or getting poor 
bar gains as he >tOu1d if the stock market were 
allowed to stay open and t ho t hings would sag down, 
go up, and sag do1·m; because t hat over-the- counter 

• 
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market is in spots at least n very severe 
market from the point or v1ew of the investor -
very 1rl.de spreads and so on. So from the point 
of vie'f of the investor, I don 1 t t hink it is 
important - I don ' t t hink it is - fl~m the 
point of view of protecting him. It i s neces
sary ue~elly to close t he stock exchanges, but 
I think the esmc deoreesed condition ltould 
exist on t h e over-the-counter market, if any
body •,;anted to buy . 

But there is a broader problem of the psycho
logical effect on the country ps a whole of 
th1s thing zooming down, I mean, and that seems 
to be the 1mportant t hi ng rather than from the 
investor ' s point of viPW, because I th1nk they'll 
s et the same type of bo.d bat•;;ains on the over-the
counter market as they 110uld in the exchange 
market in that period. From the point of view 
or the business man, psycholoGi cal effect upon 
the country as a lthole, a market t hat is zipping 
d olfn does have a tremendous bad effect. 

Nov, if t he British block off the American 
securities hel d th~ra, that take s out a very, 
very important chunk from t his market. Have 
you got the percentages ••.•.•.• 

The foreign-held securities • .•..• .. 

lnlat are the British? 

\~ell, over halt? 

Little lese than half. They 111\ve ey.actly about 
900 million out of the }. 2 .billion, including 
stoclcs and bonds; about a billion. 

How many, Harry? 

About a b i llion dollars out of roughly three 
and a quarter billion total securiti es; stocks 
and bonds are listed as being through U.K. eo 
they might definitely be other • • • •• .• • 

Are thOse all listed aecuritiee? 
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I don ' t know. I imag ine cost of them are. 

I t ' s about a billion out of three bil lion 
two, taking all of them. 

\'11th L11t1n America. France has about tl>"' 
hunclred hTenty-f1ve , t he Ne'therlands almost 
6oo o1111on . 

\lhAt percentaGe t·TOuld that re-or esent of the 
total values ot lis ted eccur 1t1es? 

~82 

Very scall percentas e, but I think that 110uldn 1 t 
~ the test, becaus e t he test h"'uld be that they 
might thro>T them on t he market all at once and 
they a~e concent rated , I take it, in a smaller 
g roup ot the better securit i es. 

\/hat I tras get tine nt linG t his : If the Br i t i eh 
type of a greement - perhaps not exactly t he 
snme, 'but at le!l st s or.1o a t;ree!:lent to control 
s elling and some notification of us in advance 
of allot·ling t his stuff to come out - such an 
a greement f1~rn France, from the Dutch and from 
the Swi ss, perhap s not necessarily going the 
full extent of the British, since that mi ght 
not be nractiool for t heir ot·m internt\1 rensons -
bu t BOOB SUCh a greecent llOUl d seen tO L~e to 
give us t he only protection ~<e need, 

It uould be t/onderful . 

What? 

It t·TOuld be wonderi'ul. 

Ye s , if ue could get some a greement on thei r 
part to control the selling; that is, to se.y 
to - some agreement on their part t o advise 
the appropriate authorities here before they 
relP.aee Ameri can eecuri ties from t hose countries 
for sale . 

It would b e the knowledge of that fact t hat ~:ould 
help check a far greater amount of doocstic 
selling. 
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The k n:mledge is i mportant . 

The kno>tledge is what is the important thing. 

Ought to be eager to do i t, oughtn ' t they? 

They ~rould account tor tho bulk ••••••• • 

Every conceivable self-interest for theo to 
keep t h is market open. 

You have nllJiled t~e countries in the Tripartite; 
they have t he bulk of it, with the exception of 
Cnnacia. 

\le can take care of them. 

i.83 

1 t·toncler how effective any Auch agreement on 
the part of t he French ~tould be , in vie1; of the 
fact that the French nationAls have such a great 
amount of their securiti es out in hiding in 
St·titzerland and other places, even in t his 
country . 

\iel l, even your U.K. f1e;ures are forei gn , some 
of them, aren ' t they , Harry? 

Yes - ycu can ' t tell. 

But I assume the British Government coul d control 
it, nevertheless, if it is 1n Enr lish na~e . 

'./ell , if they trould include - simply eay to the 
French Cabinet, •You can do your selling ; every
body else can 't.• I think you could get it 
through all right if we could eaJ to the French 
Cabinet, "Yoa are er.cluded rr.oo this, • and t hen 
everyth1n£ trould be lovely. 

That ' s the trouble 11i th you fellows; you are 
members of the wt•ong Cabinet. 

That 1 s right . 
I think you uant to take t hi s into account in 
t r ying to see ~hat 1rould happen: these two things . 

• 
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First, that if it is known that the Government 
is going to requisition, it will be assumed 
that ~1hen they requisition they will 'Oay the 
price of t he day they have taken over; that 
therefore your security holders will have no 
fear that they are go ing to lose through that . 
That ~Till tend to encourage them to hold to 
their securi ties. Another factor that you ' d 
want to take into account in trying to fore
cast is the probability that your professionals 
will ~ecide that every European currency is 
going down in terms of the dollar, and that, 
I should think, would pro~pt security selling. 

I don 1 t know how - I jus t throw those two 
things out as amon;; t he things you \«>uld ltant 
to put on a pi ece of p~er \men you are trying 
to forecast . 

Hardly the second, Herbert, because United States 
Steel would have a value in dollars and lwuld 
be just as good as o~ming the dollar balances. 
In fact, it \·IOuld lend them to hold their secur i
ties. I think t<hat ~1ould be the motivating 
factor there is if they wanted to evade confisca
tion - might select one or t h e other depending 
on llhich they think they co:~ld hi<".e most easily. 

I ttas going to suggest sol:'.e thing that >:e might 
do for our o~~ use: take each suggestion o.nd 
have a double entry tor t he arsuments pro and 
con on each one. 

~le haven't mentioned bu t one ot the possibilities. 
There are tt~ec or four others you have you mi ght 
mention . 

Uell, just to show you how bi g this movement is, 
Lochhead tells me t hat last month we estimate 
25 million dollars worth of American currency 
~~ae shipped out of thl.s country. That 1 s a lot 
of money. 

Do you - pardon me . 
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Please . 

Do you care to d1souss nt all the p rospect or 
further devalua tion or the pounc1 relative to 
dollars? 

I 1-1111 if you ins i st . 

No , I don ' t insi st . 

::as 

I' ll tel l you now that 1 111 go through with the 
same motions, only oore violently, that >te d i d 
in Decenber to keel) t!leo fro~:~ doing it. ile were 
successful then; I don 't know whether we can do 
it a gain. But I think I ~:ould take encouragement 
from the fact that u e could d o it in December, 
uhere they served notice two Ol' t hree times that 
the :90und ;.-ould go below 4. 60 Me'. couldn 1 t tell 
\·there 1 t l·.ould at op . ;;e ucre able to keen them 
from doing 1t. No question the !)Ound is oe,;ged 
and they d i d everything over there , so to speak, 
He having the distinct ndvnntaee of them. I 
should thi nk tie 1 d have a better o!)portun1 ty a n<l 
a b e tter chance 1n rnnkinJ them contin•~e t o peg 
the pound 1n case of l-Iar th1111 11e had in December, 
~There we really d1d n 1 t hnve very much other than 
Just moral influence . 

Except that at this time, :lr. :~orzenthau, I'm 
going to have to get a rul1nc if they ' re go ing 
to lJeg the rate as to ho1· ouch· gold ue are 
l<ill1n

0 
to carry on t h e other side . ':'hat ' s the 

problen l'e have to !ace this ti::~e . 

Hr. Secretary, a bit of goss i p . I Jus~. het-l'd last 
ueek from sor.rebody uho hns talked to sever~>l very 
important British bankers •.-:ho had told him they 
had 1-ranted - the story thnt •rent around 1·1a0 they 
had 1·:anted t o lo~rer the pound and the only reason 
they d i dn ' t lo~ter it 1'/liB becAuse you refused to 
let the British Treaoury do eo. 

ifonderful ! Thank you , Hnrry, fo r the supnort. 

I though t I trould paso on the story. 

• 
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Goldemze i eer: Why should the Bri t i eh lfll.flt the pound to go 
do~m i n case of war? 

::Allace: 

>1::1 te: 

There are e oms l!ho do and some who don 1 t -
p ros and cons. J ust as he s ai d , ther e were 
two poi nt s of v i etz ao to l~hethcr they tzould , 
and there are hro points of vielf as t o uhere 
thei r b es t interests lie. 

Both the British and French held up thei r 
currencies duri ng the '.lorld \'lar , d idn 1 t they? 

For a long t i me . 

GolJenweieer : Had i t pegged a t 4. 77 · 

H. I:.Jr: 

F.ccles : 

H. :.I. J r : 

i:ccles : 

!i . J.! .Jr : 

Pu:·cell : 

P. . :: . Jr: 

Would 3:30 be a good time t o mE>et tomrro11? 
I s that all right , lolarriner? 

3: 30 tomorro1·r? 

Yes; that ' a lfeclnesday. 

Yes I think that ' s all right. 

I s that a good time for you people? 

Any time. 

!1erbert, why doe an 1 t each person do - and then 
mi ght I !lake Just this sugt;estion : 11ilat I 1d 
like to do would be to set up a sort of a com
mittee 11hlch could functi on in case o!' this 
thing, as a representative sroup . I mean t hat 
each of us trould say that this fellow t.oul d 
represent us after 110 r;e t the t hing set up , 
so we l!Ould have everything o i led and greased -
even a nlace to mee t . \le woul d have everyth ing, 
so it would be as smooth as t hat , and not >ta1t 
ond suddenly saY, ":fell God , >rho am I going to 
put on t h i s7 11 So forth and eo o n . I mean 
coul d we even go t hat far in set t ing this up, 
so that these peoplo \/Oulcl get to know each 
other and so thnt 11e could have a smooth running 
organizati on which would be a sort of s tanding 
committee; because once 110 get into this thing , 
none of t he people here will have time to sit 

' 
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every afternoon P~d have time to get a report 
every f i ve minutes - comet hing l i ke t hat, but 
not to actually sit on it. And we mi ght be 
t h i nking along those lines: that there wi ll 
be a a tandin~ committ ee that would take care 
of the s ituation repreoent i ng S t~te, SEC, 
yourself (Eccles \, \·fallace, and Treasury. Ao 
long as '"e don 1 t need any la•qera, there is no 
reason t~ have Justice on here , i s there? 
·.;e ' ve got the Suprer~e Court . I mean do ue 
need Justice? ".fell, any1:ay, you mi ght ~:ant 
somebody from Justice . Do you think so ? 

I.U.ght . 

~raat? 

I.Ught. 

Oh , this Hill Just be an operating committee, 
~rcm ' t it? I moan that ' s the WtY I conceive 
of i t: an operA.ting com:nittee, a committee 
that Hill sit and operate on t h is t hing. 

\'fouldn ' t 11ant nAces sr.:-ily anyone from Justice 
right no11. There may - get in a t·:a r , may 
develop to tl1llt point . But it see:! a t o me all 
you need tor the time being is e staff or 
standing cor:un1ttee t hat can develop and ''ork 
up t h i s prot,ra14 and can advise wit:l these 
d epartments from time to time, bringing us to
[;ether ae the need mi &ht <levelop. 

J.:,.. Young , you ~till advise Hr. 
mor!'l t n& of t'lhat has !lap;;>ened. 
him uu to date pleace? 

( r!ods yes ) . 

I s there anything eloo? 

Nothing. 

\iallace, anything else? 

(llods no) . 

P.anes toJ:to:orow 
11111 you bri ng 
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Mr. Eccles? 

No, no, I haven 1 t anythi ng. 

Franlc? 

Nothing . 

Feist 

Nothing. 

\"le Ifill go 10 ~:ork here and uc 11ill have so:ne
th1n~ on naper tooorrow and .•....•.. 

~b. 1/hi te >~as Just snyins that there are four 
possibl e suegcstione , and I though~ it might 
be !lelp ful if he would outline theo so 1-re 
could be thinking about them. 

Go ahead, Hnrry. 

Uell , there are t he four rather obvious ones. 
One i s to clo se the exo~nges , as has been die
cussed. The second possibility i s to follow 
the procedure t hat your commodi t y exchanges 
adopted >Jith some oom::lodities, of l1o1t1ng the 
extent or decline i n terms of percentage in 
each da;r 1 e acti vity. A third posai bllity is 
to crea te some governoent a gency or tP~e some 
government agency nnd provide i t ~~t~ the powers 
to acqui re securiti es under circu~scribed con
ditions , in an att emp t to su~oort the market. 
And the fourth tras t o reduce t he hours of the 
exchange - closing tioe - lthich would be sooe
thing in oet~1een. 

Those are merely su~ssstions that have been made , 
~lithout attemptint; t o comment on the merits or 
t hem. Those are the usual ones , and each person 
mi ght come forward l'li t h pros and cons on tnose 
and any additional thouahto they may have, so 
1-re could throli out t hose that don 1 t meet w1 th 
anv aooroval at all, and concentrate on the one 
or·t~~· oeasures that nre regarded as feas i ble. 

With regard to the - you say the Government 
noquire the secur i t i es? 

\. 
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liell, that ' s a suggestion that has been off ered . 
I don 't like to say more about it, because it 
might i mply I support 1 t, ~thlch I don ' t. I mean 
that 1 a a suggestion about ~thioh t h ere has b een 
l'. cood deal of thought : creatin0 either a soe c 18l 
a~ency or hav1ncr the RFC - it has even been 
sugr;ested th?.t the stabilizati on fund , merely 
beca use it has the le..;a l po1~e r to do so , should 
b uy a list of s ecurities M d keen then 'lS ·.·ed nt 
oomethin~ close to the mar~et. · · · 

T:>to s e n re sugcrestions l>hich hnve been rlost lng 
around and >1!lich h~ ve be en di s cussed . You o i _ht 
uant to l:'ldse thee only to dispose or t hea 
s~ar1ly, once for all, con centra tinb on the 
nl'rticul~r one you think f ePBible . 

Tt.e r e has been v e ry little s a i d about t h i s one 
o f limitin~ t h e extent of tho necline eqct. ' ay , 
nnd th~tt your ( i/alla oe ) elcpe1•ience ::'li ~ht t hrou 
a good cleal of light on. 

Th e moment it be~ins to bcco'"1e eff ect i v e, the y 
all turn to lci clcin!}, I asourf" you. 

And , of course, t he r e you h~ve no contl'Ol o·,pr 
t he over- ti:1e- count er mr r lce t . 

':'hat becomes t !-.e open1nc n:-1cc PVC'r: <'ay - t:.e 
o i n1num. 

If ever ybody i s asrcea~le , shall ~e sa: ~ : -o 
tor.1orro11? 

Regraded Unclassified



!!i I C!L T C CJI1' I DEll'l't.U. 

Conference i n the Secretary '• Offi ce 
at ~ 130 P.M., April 11, 1939, on the 
SubJect of Preparation tor Bational 
Defonae in Caae ot War. 

':'hoo~ pr eunt , fo r the Treawry, Secretary •rorgenthau, 

A-·chle Loehh~&d, ld Poley, Philip YoW1g , Harry White; for the 

S~curltiPI and !xehance Cosaiaaion, !ill Douelaa, J erry Prank, 

C~· oon Purcell; f or tb.e Dapartt:~ent of .Agrie-Jltu.re, Secret&rT Wal lace , 

Hr . Roblnoon; for t he Pederal Reeene, Mr. Ecclu, Dr. Ooldenwelter; 

for t he St~te Deoar t ment , Dr. Herbe r t lela. 

~!r. !'or centhAu atated th~t he had been ealccd b7 the President 

&I ~o vhether or not the Troaau.r;r vna prepared in case of war. 
~r. ~orgenthnu eaid t hat t p~alcing t or hims elf ho vee not, and t hat 

t h• Pr•e i den t hM ·~eated thnt Mr. MorgenthAU ge t in touch wi th 

t h1• ot her De,u\:oPntl Nld create a plNl of proparodneu vhich vould 

rw ct ion ~utout lcally on t '>ort notice i n ceoe of crioio. Mr. Jouglae 

ot t t od t ha~ the SZO wat pr epared i n that it hM alre&dy drawn up the 

1• &1 docw:t«nt o n.ec01oary t o c loeo the oecurlt1oe exchongea i n cnee 

• · er ohoJli be decl~ed. Theta do~ents are in the i cebox and 

co•ali 'lf- f"%•('Uted l n. a yery fffV aalnutee. 

l~r. '·'or~:ontha•J ulc~d Mr. Wallace 1f elollar meaaur ea h&d been 

I a :en b·, ~be Deoart::~Ant of A,ttrieulture governlne the commoditlea 

u:'>angu. Mr. Val l ee• replied that he d id not think ouch doCUDents 

ve ·e n~eeooar•• and t hat tba coa::>Odit1ea u changea could be handled 

• • t l l y In ouch a oltuatlon. Mr. ;>rank aoked Hr. 1fallaee "' to whether 

or not t he ne part~nt or ~rleulturo had tho power to close the com

~ol'tleo e~c~~·· · and Mr. Wallace repl i ed t hat It did not bo•o any 

oo •or except that of mo ral ouaa ' on which be conoider ed adequate. 

Mr . Mor gent hau ~eked Mr. Eccleo e o to what otepo tho f ederal 

~• •• r•e had t~~en. Mr. !crleo r epli ed that the Jederal Reoer ve had 

eo \ferred vitb i to ma•ber banko on a otat~ent t o be aede publ i c i! 

"'" t ho•tld be docla.rod . Mr. t ccleo aoked Dr. Ooldonveioor t o polftt 

out t he reeoouring effec t ouch e otate::~&nt would ha•o upon tho tinan

ol~l co:ouni t7 in c• •• of a criol a. Wb~roupon, Mr. Norgenthau etatod 

t hat t or purpouo of background be vould ro&d a confidential cablegru 

'rl~ t he ~ rit i oh !roaour7 t o t he United Stateo Troaoury Yla Butterworth 

ou t \ln i BS the otope Vbich Groat Bri t ain vao prepared t o taka, eopecially 

vlth r e roe et t o the 4u.p i ng ot American oecuritiee i n cate var were 
1ec\~od: (A cop7 of t h io cablegraa ia included in 70ur di ary dated 

Mt rcb ~1, \939.) 
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Mr. Doucle.o, Mr. J'r&blt, aal. Dr. 1lh1 to outlined l.bo ott oct that 

the clooiuc of toroip exchupo would haft upon the tlll1tod Statu 

exeh~l &ll4 tho rolatiYe aaounto or toroiea oocuritioo to 4o .. otic 

oecurttieo. !ho diocuooion continued in all attempt to draw 1~ 

parallel ~otveon the ~· ot Jul7 &lld Auguot ot 1914 &ll4 thooe 4aT 

vhieh ailbt co .. ill tho near tuturo. 

Tho primary pur;IOII or thh lDIOtillg vu to otart tha Dep&rtiNnt 

of A&J'iculturo, tho federal ReooMo, the SIC, and tho !Z'U8VT think

In& constructinl:r tovard a preparednuo pbn. Mr. Morgentbau ouc
gostod that a poraanont ot&ll411l& co=aittoo reprooonttnc theoe ~~gonciot 

be eotabllohed vtth defini te hoadqu&rtero to that, it, •• &ll4 vbon a 

cri olo occurred, thio committee could !unction at once and ottieiontlT. 

Concel'nlng the W«!l"OtiOnl vhieh l.be roprotoatathol or tha to 

T&riouo agoncioo vero to aake at tho next aoetlns, Dr. White out lined 

tour ot tha 100re obrlouo propeoalo, u tollovsa 

(1) !ho eloains ot the eeeuritlu aarlceto. 

(2) !he ltai t1nc ot the YOlUM ot tra41nc percontage-Ttoo. 

(3) The pegginc ot pricee. 
(4) The eotabltohMnt ot or l.bo uoe ot a Jlederal agonc1 

to bu7 duaped oeeurit1eo. 

Soae ot tho dittieultieo vith reopoct to thooo fOUl' oucgeotiono 

"""" outllaed b7 Mr. Wallace, Mr. !'rank, and Mr. DolJ&lu. It vaa 

Mr. Morgontbau1 o oucsoot lon that perhaps the eountrieo operating un

der the Tripartite A«roeaent, n&DelT, the United Statoo, Great Britain, 

France, Rolland, and Sv1t1orland, oigbt ~e Induced to cooperate oo 

that It It bee ... nocett&rT to clooe oeeurl tie• aarkeh , all tho 

oeeuri tioo aarkah in thaoo eountrlu could be cloood oi.nltanoouolT· 

Dr. rota pointed out vith roopect to thlo that .uch a aoYO , It It 

vore aado publ ic, aicbt haYI a dolotorlouo otfect upon the po7cholo}1 

of t ho lnYettor. Rather it vao aoro to tbo point that thaoo t!To 

countrloo ohould cooperate i n an ottort to keep vorld ooeurltleo aar

keto opoa In a ttae of crlolo. 

Mr . Douglao poiated out that, a• the oTor -tho-counter aarkot vat 

a factor to be eonoldered, the clooiDC ot tho exchan«•• vould oal7 

aeMo to eephaoi 1 e ito i~rtanco. Dr. Vhlto otatod that tho oTor

tha- countor aarkat ba4 bon of oorrlco vhon tho otock oxeh~t~Co vu 

clo .. d July 31, 1914, bocwoo tha record ot oYer-tbe-countor trano

acUons gno an indication o.o t o whet the action of tbe aarbt vould 

be vhen H vaa reopened. l)r, Poh and Mr. Morgontbau dhcuuod the 

dltfieultioo of oecnrlag adequate cooperation botveen the fiYO coun

triea inYOlYod, vtth apecial reference to tho atficiancT of tho 

Brltlah ill uldag aecrat 110n a and to the inetficloncy of the Pro11eh 

In keeping aDTthlug eontidont!al. 

Mr. llorgenthml W«!l"alod that a110ther ..,u.,. bo held toao1'J'OY, 

lfednea~ afternoon, at 3130, to dtocun actual oucguUono. 

Mr. Morgontha aoll:ad Mr. Young to adTill Mr. Rane e coacoralDC "'r\~oe 

had takn lace todaT, ao that ho woul4 bo in tull poaoooo oa o --fl • 
rae to at tl:! -•Uag toaorrov. 1 ""!=('. 

• 
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HIIJr: 

Operator: 

HUJr: 
Preston 
Delano: 

I!L!Jr: 

D: 

m.IJr: 

D: 

HUJr: 

Hl.!Jr: 

D: 

HUJr: 

D• 

l!l.!Jr: 

D: 

H!IJr: 

D: 

HJ.IJr: 

D• 

Hello. 

Go ahead. 

Hello. 

Yes, Mr. Secretary. 

Is t h1s Preston Delano? 

Yes, e1r. 

April ll, 111~11. 
11:20 a.m. 

290 

I want you to lmow, when I had lunch w1th the Prell1-
dent yesterday I read the second halt ot your proposed 
letter trom G1ann1n1 t o you. 

Yea. 

And that was entirely satisfactory to the President. 

Fine. I - - the r eason I was out this morni ng, I wae 
clearing the let ter with Leo Crowley. 

Right. 

He Just got in this morning and I went down t o the 
train to meet him eo I'd have a good chance shot 
at hi .ID. 

Good. 

And I'a seei.ng Eccles at noon. 

Well, I want you to know that the President -- I read 
aloud to him the eeoond halt. The first part didn ' t 
interest hi m, but t he second half, you know .•.•. 

Yeah. That' s -- that's the -- the Comptroller divi
dend policy t hrough any one ot the three agencies . 

And he said that th&t was Just exactly what he wanted 

Well that's - - that's in order . 

Al.l right. 

All right, sir, we' ll try to get 1t. Now, I'• eeeing 
Eccles at noon and I ' m eeeing Giann1n1 at three o~ok. 
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HliJ'r : 

D: 

HIIJr: 

D: 

}UIJr: 

D: 

!iliJr: 

D: 

!U!Jr: 

D: 

HJ.!Jr: 

( D: 

HIIJr: 

D: 

- 2-

You are eeetng G1ann1n1 when? 

At three o ' olook. 

Oh! 

'1'h1e afternoon. 

liariof 

Marlo. 

I eee. 

291 

And I'• -- attar cleari.ng thie wi~ Ecclee -- 1t'e clear 
with Crowley. 

Right. 

Wby, I'a going t o present it to Mr. Giannini. 

0 . K. 

Right, a1r. 

Good luck. 

Thank you. Good bye. 

• 
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operator: 

HIIJr: 
Frank 
sa,yre: 

HllJr: 

S: 

!!l.!Jr: 

S: 

HU.Tr: 

S: 

HMJr: 

S: 

HJ&Jr: 

S: 

!BIJr: 

S: 

l!liJr: 

s: 
Hl.!Jr: 

S: 

l!l&Jr: 

S: 

Go ahead. 

Hello . 

Hello , Mr. Morgenthau. 

Yee . 

This is Kr. Sayre epeak1ng. 

Yea. 

April ll, 19:5'1 
2:0~ p . ... 

;.92 

Kr. Morgenthau, I t1nd that I ' a eo t1lled up with 
engagements 1n the morning that are hard to brealt, 
I wae wandering i! I couldn't eee you the end or 
th1e afternoon. 

Well • • •... 

Or anytime this a!ternocn. 

I'm booked right solid through. 

Are you? 

And I 've got things that I can ' t break. 

Yea. Well, now I wonder then - - maybe I 'd better 
eend Mr. Page over i n the 110rn1ng. 

No, there '• no reason ••...• 

• 

Well •• .•.. 

Let me send ~ people over to you. I can eend Mr . 
Ca1rne over t o see you, Ur. Johnson. 

Could -- could he come over tbie afternoon. 

Yea , at any time that you eay. 

Well, that .auld be blllly 1! they could come over 
th1e atternoon. 

Yee . 
What t1ae shall we eay -- tour o' cloclt thia atternoont 
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Hl.!Jr: 

S: 

HL!Jr : 

S: 

:!l.!Jr: 

S: 

Hl!Jr! 

S: 

H!.!Jr: 

S: 

HUJr: 

S: 

HUJr: 

5: 

P.'.!Jr: 

S: 

- 2 -

You -- you name -- you -- well, I want to prepare 
this -- wel l, they ' ll have it by rour, y es. 

But, Mr. Secretary, what I -- what I hoped was that 
th1e quest i on or -- or giving them t he t hirty days 
could be -- could be d iscussed. Now, will Mr. Cai rns • . 

I've already t a lked to Ca irns and I 've explained to 
him and he'll l i sten to you, then he'll come back and 
report t o me and I'll give a phone call in the mor ning, 
and not hing will be done in the meantime. 

Al l right, first rate. I -- I may have to work up 
up home i n the morni ng. I ' ve got things -- got on~ 

list I've got to ..... . 

Well, I' ve got to get -- I mean, if you see Cairns 
thi s afternoon, I give you my word I will do nothing 
until af t er Cairns comes back and I get a chance to 
talk t o you. 

Yes . Well , all right , Mr. Llorgenthau. That' 11 be 
fine. What I was going to eay , I - - I've got to 
deliver a lecture out in IUssouri next week -- three 
l ectures t hat have got to be •.... 

Well, when can you tRlk on -- when you're -- when you 
want -- you call me tomorrow when it's convenient t or 
you. 

Yes, sir. 

You call me. 

All right. 

And I ' ll have Cairns over t o see you at four o ' clock. 

All right; first r ate. 

How' s that ? 

All right; f ine . I ' m sorry I -- I had to -- couldn 't 
can 't be there in the morning, but it' s ..... . 

We ll, it's all r i ght , and-- end •.•.. 

It ' s . .... . 
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I!IIJr: 

8: 

mur: 

S: 

llllJr: 

s: 
IIUJr: 

294 
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And not.h1ng w1ll happen \lllt1l atter C.1rne hae ... n 
7ou, he'• reported to ae •••••. 

Yea. 

•• •• •• a.nd and you oall - - 1t'e up to 7ou to oall 
me toaGrrow. 

All right. 

How'e thatf 

All night, )(r. Korgenthau. F1ret rate; thanke. 

0 . 1:. 
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Z95 
... .:us·ro..:s i:Url~.11u I.!AITtrts April 11, 1939 . 

11 : 55 n. m. 
•resent : 

.1. , Jr: 

~' !rns : 

.. . . J r : 

.. . . J~. 

J -'.lll. n: 

a . • . Jr: 

nlt.t : 

Jonn!lon : 

.. r . 

.Jr . 
J r . . 
~r . 

Ll r . 
.Jr . 

Ghston 
"'ibbons 
Vihlte 
~oley 
Cai r ns 
Johnson 
Mo)' le 

~11 right . "bl..:h ~00 U.) .ve St~rt on t hiS thlng? 
uh J 1 S g oing t o t Llk'? 

·•e riL vc t .. o CJ&tte r s , tn~: Lt&ll<n subsidy s nd the 
m: l'di~ Of ..i6 nCUUttUO t,OOuS • 

~to t' S a.;> iue Itt.lhn flr s t • 

... h1 ve b e f o r e me E. unf t <J f tne !t·e~;s .;ry Decisi on 
:m icll wi ll g .tvu no t ice ot' tno l:nj)osition of 
..:ount et•n. i lln.; ... u t i<:c on ::ltk 60ous fr om l t a ly . 
lh~ J t•oer contc, l ns t h u us uti JJ-uey noti"e t nu 
:;,..e..:ifi.;.; :;;;ve rt.l dlfl~r(.ni t'L t es , ac~oraing t o 
tne s t<.6t' ::n' .:u.nuH ct .. u't of ttl~ siltt l n the Lc
~vrtcu urti~l~~ . 

•• <JIY , .ny a:-e )'OU latyosine tne:11'! "hu t n~ ve you 
four.J? 

1ne It~ l~~n vover~cnt by occree ut.s ,..r ovioeo f o r 
ihi< ,>c 1mcn t o !' subs tales t o ex.,orters of silk (OOJS , 

l.ht .'~r.J.>se or' wnlcn i s t o ofl'se t tnE ais~dvLntase 
.:>c.:&si.meu tltostt ::llinuf:.ct urer3 by " !'ixea hi ilh ,1ric e 
for a ill< co :::oons to tn~ [ tllh n silk f armer s . 

! see . 'ln~; t • s int;e restint; . • o o f fse t th' ,, huh'! 

J. es , sir . 

'•nu t ' s only one ol' lntny CI<St!S . "ha t ' s th.: fir s t of 
H much wider r ;:. nge • 

.. e a lso h<.ve , not reooy in d n ft, " -..uest i on o f . 
counterva i linL uuties on silk boods, lea ther goous, 
• nu .loolen .;oous from r t aly . J. b (. s yste:ll t ne r e ts 

• 
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JDIJr: 

Operator: 

lll!Jr : 
Herbert 
Fe1e: 

HUJr: 

F: 

!!lriJr: 

r: 

HJ.!Jr : 

F: 

HMJr : 

F: 

HUJr: 

F: 

HUJr: 

F: 

HMJr : 

F: 

HUJr: 

F: 

Hello. 

Dr. Feie. Go ahead. 

Hello. 

Yes, sir. 

Herbert • •• •• 

Right. 

April 11, lQ~ 
12:02 p.ll. 

.•••. I have our Customs' people here •... 

I -- I beg your pardon? 

296 

I have our Customs' people here 1n regard t o a counter 
vailing duty on -- on Itallan silk. 

Right. 

And they wrote you on April t hird. 

Right. 

• 

Now, we have no anewer - - t ormal answer trom t he Stat e 
Department . 

Right. 

And unleee, tor eome reason that I don't know about, 
I'm going t o tell the President that I want to get 
lt out t oday tollowlng the same •• •••. 

We passed lt out ot t h1e division 1n to t he interested 
d1vie1ons about a week ~o. I am sure that the 
Secretary would want a little bit more tlme to con
elder 1t it you can see your way clear to it . 

Well, - - I mean, I don't know what a l ittle tlme mean 
I mean .• • •. 

Wall ••... 

I ' ve been through t hings where you people take tour 
or t lve months. 

Well , I can ' t control that . Either I can ~edl&telJ' 
report your ••••as• and aek •••••• 
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HIIJr: 

F: 

Hl!Jr: 

F: 

HUJr: 

F: 

~r: 

F: 

Ht!Jr : 

F: 

:nJJr : 

F: 

HUJr: 

- 2 -
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I'd like to know today . 

I'll have - - do IQ.}' beat eo that either Sayre or the 
Secretary telephones you before one o'clock. Would 
you talk with h im? 

Oh, yee . 

All right. I'll do JQy beet, Henry. 

Yee. Well, i t doesn ' t have to be any time -- I 
want t o be reasonable-- I ' ll a~ up until three 
o'cl ock. 

I beg your' pard.on7 

Any time -- 8IJ3 time up to three o'clock. 

All right, I'll do JQy beat. 

I mean, I don't want t o aay tit ty-tive m1nutee. It 
I say between now and t hree o 'clock that would give 
Jg~l~nY~artf to eee him before lunch or atter lunch. 

Well, I ' ll ge t -- I'm tied up tor another twenty 
minutes and t hen I ' ll get right busy on lt. Aa I 
say, it moved out ot t hi s d ivision a week ago and I 
don't know what ' s happened alnoe. 

Well , between now and three o ' cl ock I would like ~o 
hear trom either ur. Hull or Ur. S&Tre. 

Right. I'm sure you will. 

Right. 
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..J ; •• n!.)n: 

J~llJ:s~n : 

£98 
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! nti r e ly diffe r ent . No goods can be i mported int 
t aly except under i mport permi t s issued by gover~-

men t &l a u thorities . Those pe rmi t s i t h f 
1. ne t l 1·· i' ' n e case o 1re e c ~sses o good s th& t I ha ve mentioned 
1..re su pposed t o be on t nc b1.1 s i s o f repla cement of 
r a w ma t erials used in ex por ted goods . For e xempl c , 
~n Ita l i a n ma nufactu re r of ••• 

I :.&nr. G~o. ston on t nis . 

(On ~hone) Tell Gas t o n t o co~e r ight i n . 

"'hull I ·•< it f o r h i:o? 

Go <.lletd . 

~,n .lt&~i~~- l)&nUl't.c turer ~F .::o tton gloves may ex;>o rt 
~ tnou~u!lct uozen ,.,t-i r t o u._ ,, iork . • t1e i mport c on
trol Euthorities ~s tim1..te t c~rta in amount of r a w 
~o tton is neeueu t o r ~pltce •• • . 

(On ,:none) !!ello . r •ll t<ke it i n tn" l'ms n r oom. 

'-XC USe oe . 

(uoes out t o t <.ke ~hOOt cal l ana 
::-eturns i n fc;l mi nutes) 

('-': 3t~r: ..: -.-e~ .:r:J 
~orry, 6ent le:nen . uo the~d . 

~ ne i o,>ort ,:er::: i t wo w c. le e;r <.ntea fo r a ~u~Cnti t y 
os t ensibly t o r e plt.ce t nc co t t on usea i n t he 
m~nuf<.cture of t he thous m d dozer. g l o ves, but i n 
l'~t ct i t ' s for L cons i der hbly l a r ge r ... uant ity, va r y
i ng ln d ifferent c ases . !ne s eme thing runs thr~ugh 
t h e wool e n good s , ' nd toe only v a ria tion in the 
l ea tner g oods is thh t the me r cha ndi se permitted to be 
i mported i n Ita ly aiffer s f r om the l ea t her us ed in 
the exported a rticles . Now, our difficulty with 
taose three classes 1 r•nd the r e a son .ve 11a ve no 
o r der r ea dy , i s t hat 11e na ve been una bl e t o ge t 
s uff icient i nf or mntivn ~s to t he amount of t h ese 
sub;:; i d ies . l•e nove been t r ying to ge t 1t by 
investlg~tion i n It~ ly ond our lrea sury r~presenta
tives ru. ve s t a tea t llb t tney a bso lutel y cc.nnot ge t 
t ne informa ti~n; tnc lt&l 1bnG 6 r e f or bidden by t neir 

• 
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ll . .. . Jr : 

Jouns<>n: 

n .• ,rr: 

El •• ! . Jr : 

Jonnson: 

: 99 
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~mestic la~ to give it . The r epr esentatives 
nave been pr actically t hrown out, ~nd have asked 
tha t any fur ther inquiri es be mbde t hrough 
di pl oma t i c channels . 

· .. e have t r i ed to find some indication of the 
a i f ference bttween Lne world vr!ce of taese com
modi t i es ena toe prices in r t cly, but we find t ho t 
the o> rices in ltoly c.rc ~ppr<>xim£.tely t ne ,•;orld 
prices, the difl'er tlnce being prda not for toe goods 
but ro r tne J)ermlt . Tne dec. l !ngs 1n t he perl:lits 
t:re J.no.er cover . 1aey L"&, tltnougn taey must cer
t<:inly be AI1o.m to t ne Itc.li~;n euthorities - Ere 
fro;;ned u,>e>n, nnd thcr~fore there are just no 
optn m&rket r a t es . 

.. ell , bow lof16 aas this s i l.< cocoon thlnt: been 
going on? 

ue 1 ve been d eveloping tnis - tne oldest aate I 
tlbve in the fil e is Novt:mber, 1938 . 

11e11 no,,·, .'iho s i gns this '? 

'J.his order is prep&.r"<l i'or s i gnature by t llc 
..;onlll!lssioner of <..us t oms , w 1 th tt1e c w roval of 
the Secr etery of the 'lreasury . 

I see . ilo., ••• 

~EY r s&y, first, that in accorctence ~ith the 
usucl or actice in t nis eLse, ! wrote on n?ril 3 
to ur . "Feis i n t ne vepurtment of StLte, tel!ing 
him toot the Bureau bod infor~~tion on th~se 
subsidies and I believed th~; t t nE countervailing 
uuty or der must issue, and st~tcd tnat ni s early 
comment on the mat t e r Mould be appr~ciated . 

"Yes . 

H0 ,y .l unuer st;;ud thtot a letter ill in circula tion 
ln the vepar tment of :> t a te st~<ting that t hey hove 
no comment s but Nould like t o aSk tne Italian 
vovern:nent .•nether 1t has a ny f urther }-nfor mation. 
That matter bas not been cleored ~d tnere has 
been no meeti!lb of the Lxecutive ~ommi~tee on 
~ommercisl policy on t he J:l&tter up to aate, acco 
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H .~ . Jr: 

Jonn3on: 

n . i . Jr : 

JoJU15on : 

. . .. ! . Jr : 

Jonnson: 

H •• • Jr: 

H • .L Jr : 

Johnson : 

!1 . .. . J r: 

J nnnson : 

.:.,lrns : 

d, :J . Jr : 

F.:>l.;y : 
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t o my in~ulry tnls morning . 

!:loa long do ~re bave to lft.it f or tnem? 

! t ' s s pure matter of £1c..:ommodution . VIe don • t 
nuve t.o walt. l just wunted t.o mtmtion that tha t 
was tllere, beckl use 

nell, yoU let t heiU KOOW on " PI"il )? 

1.;: r i l J . 

oac.y i s 

lhc.t ' s tne de ~e of ~Y lt t~cr . 

·•ell, r ttlink tha t 

.l.t 1 s a ReeK . 

A week . Ougnt t o be 1.. ble t o answer us in 1: week. 

In the ~JI<S t i t 1 s t aken about t air t y days to get 
tnose . 

" ell, tt1is is too 1mp01·tunt. . '.'lho - do you c ontact 
F eis alr ect? 

lt~ s, sir, I <7rote dircct.ly ove r :ny o~n s1enature t o 
r eis . 

I• tn not goi!lb ~o be stLlle d tne way l was on t lul t 
o tner t ning . 

(On ,lll.:>ne) ur . Herbert ~eis , ~lease . 

Not going tog e t run arounti. . 

Rignt • 

••o uoubt a bout it. 

Vley , sure . 

r thinA it woula be very timel y , Ur . ~~cretar) , 
f or sometning to come out right after tnis 
.o.lbanien t hing . 
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li . ~.Jr: 

Fol ey: 

Foley: 

t!. li . Jr: 

Gibbons : 

d . 1J .Jr: 

301 
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Oh, I think it would be perfect . 

J u'3 t the same as •.we came out on the other thine 
right after they moved into Czechoslovakia . 

Par ticularly lf it is indicated that this likely is 
to be only one of numerous items that are being 
examined . 

~hat can be hand~ed in the press release . 

I think so. 

You ADOW tha t Matthew 

(On phone) Hello . 
follows : ) 

.. .. 
(Conversa t ion with Feis 
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rL ..- . Jr: 

G lbU.JllS : 

.. . . Jr : 

H. ,Jr . 

•• • ~ ! \. t : 

302 

-o-

"et me just cleL.r .;1 th the <' r esiuent c na rind out •.• 

u.c- ttne.v :.oll ' s cro .. u h"s been insist ing on t his f or 
to >t:! .. r , y ou know, vnd r • v~o bet!n tellin~ them we 're 
lnve~t!guting it . 

'l 'h l. St:.. t o; Dcp£.rtmmt lloesn • t r"""gnl~e tllt!m . 

Ho .•. au~n !:l.)ney - uv .l ..Ju.:n -..> . c buy, no .. mu~h coes 
11.. <..:.J,>unt t <>'! 

yn tn~~ ~~~ticultr !teu It ' s . nly .. ta~L L ~illion 
, • .)ll<. rs. ,Jur :l-,)Jo·t:s rr .:..D ~ tL.ly ; rt ~ b.>ut 4& !!Iilli n 
".>- lbrs - btoo:.':eer. 4 5 t.r ... 4~ <Jilli.ln uoll<- r s • 

(5 o r ~d roil-lJn uoilorJ tuLtL , but this r~,iiL~ 
tv only ,,bout b 'Dil!i.>n Jr r.i ili;n 'n.:: c :.: lf, 
1•vSSibly j b Ut tO~ l' tS\. Of l . 1L itLui5 in .• ~:>Spt:Ct 
L~~lr t o L~~roximatclr d vr LJ ml llivn - ~11 tne 
t h_,nes .• e h~ ve ln mlnu . 

.uut t nis "<.rticuh r t utn;; . 

•·Lout a mill! r. , milliJn tnd "' n: lf ~ uiltt ~Ool.s , 
n.>t r;,;; sllk . 

{._u .• . 6 ~ . ·n.:.neJ .&.ne l't"t.;)1...-tr.t . Jle~.;e . 
,· y I bpe~"- t:J ....al5-.j Ltu: r . .J, Lt.l ~t: .. t'll¥, 
-' 5.:)' "'..,.u ~t. :,·vt.: t.alLat~. ! ..;c.n tc..ltt .'tr.ltn? 
r-4 ~ ~1 ~ ~ t. ' s -" J. • li te!l y~u , !I' ~ c 0 .... iu l.c..lh t-:> 
0-~ Ju~t. CtfOL'(. lWlCO it .'•Ol.ll\.. bt:" ti\;rfE~t; ~t 
:.ill vnl> t t ke oJ s~cJnus . '•n&t .. .:.\.ol\.1 oe 
.J~r !' t:~.: t . ~ n~t"L~ J' .JU . 

L c sn t 1 lk t o <l im b tfOl'L lun..:n, no .. if necesl!l r y; 
r.o.v iJ no t necesscry . 

"ell, let :ne s ign t11e tnJ. ut; < nywr:.y • 

•hen n old it . 

• 
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Right? 

1o u put your s ignature here a nd we ' 11 get everything 
e l se off . 

tins the vommissioner s i gned? Let him s ign first . 

(Moyle signs or aer) 

\'lo ll an..1 tna t c r o .vd lu .ve been anxious t o do a 
J-'b on the ~tote De~artment J n t nis - tnis 
hmeric<.n Federati on of Labor cro·Nd . 

"llY don ' t you get an ov1n1on from toe Attorney 
Genert; l o n t his :me? 

Lo,.m• t need i t. 

I t 1 s o bv lJus . 

The r e ' s no bs r t c r involved uere . •his is s traight 
SUU l;i<i.y . 

Tbis i~ str Ei gnt . 

'! nis ls obvi;>US . nc 1 r c buJillll tnis on ~ print ed 
officiul decree . 

If you d on't ~lno, I' ll ~eep it rign t nere . 

:.l&y ! ,; c t a few ro"re lnl t1L l s on it ;;aile I 1 o at l t? 

Wa~ t , o~u ! .. ell, tn1 t ' :: en:>ugh J D tais one . 

'-' n tnis one . Loo you w:.ut t o uo "'anchu.<uo? 

Five minutes , t hen get the hell o ut . 

u o uneeJ , llunt1ngton . 

Go ahe&.d . 

Come on. 
.. e twve toe m~oor.<1118 of gooas from lolencnu:tuo; 
of ; rovinces are not accept&ble markings . 

bo t acce;~ ta ble? 

numes 
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...:: i : n.;j : 

. . 
•• • • "' ":"' 

. . . ..... . . . . ~ . 
~1 •• • rr: 

v_t_ .. .. • ! • 

•• . • J :' . 

.... ' ~ . , ..... . 

-~-

..cl t. rAing~ o! 600d.::> - .. e ... un' t ~ cc£ ... t 11 Sc.xo~· 11 or 
"b•v~rl~ ." 'e n~vu so ruleJ . · 

'• ne r"' is 6ener~<l info r •M ti •n bef or e tnc •re~:.sury 
!Jc.a.rt:;;ent tnt t t •ul •·•.h tl ) flSI11i' b,.tween l.lermvny 
~ .Ill S lov~ Ki u is s l mllt. t• to t nt. t l.!ct .1e"n ~ P 1.;., n nnd 
Jlt.ll~dU.-<:Uo . ·•e nc. v e 1 t the instLnCe 0 f t he ::>t~o>te 
Ue. ~o rt :eJ.t been r, <:c~ , tln.; e;.:>ods J~r.teu "~~onchurit . • " 
.. c :1:. VI': t ent :. ti v~l;· r .:~ ..:ne .. :.t(. ~.:>n~lusi.>n t n· t 
tuc .ot d <ing 11 :.!~;. n~ouri J 1' ~nust be:. aisc~ntinueJ . .:c 
.. ~ r:t t tJ <r..Jt'J •••• ,lt' ther t.tt: i...:>J.;s 5a,ul~ be :n;: rttea 
t1 ..;~ .. :~:. 1 t t 11 Ji.. .X :: 1

11 
.• )1' SO.·t tilC:O er.tity . 

" .li.. V-.. .u: .. r\.. .. for:n:..l lc. t.. '-tr t ... tfit: S tL..te De,rrt ... c .. t 
:.. .... b t. ... .!. 4-. c ... l7 ~nl ~<. .... .; t::l:.. .• t ... e.: !' .: tc r.:,, z-; is t.r13 
t:l: t. "" e::;t.~ ~n . I nt v ..: w...::· .... L .h ... ..> t't.n.;u..: i":;:,r icle-

t1 .J !1L · ...:J!'lV.: r- .:i& t.l )n .. ith "~: c:· .. t : ry tiull , 1~~ .ls lnt;; it 
ll~f:)l• ,, lly . 

Tu ..~ r ;. i Jt.J .i t ? 

J.t t~ ::; t.ele,Jll..Jl1C ~ ;nV\..:J.~ .. :.. t.1 ,n 1~ for J JU!' l'ilt 
1 1" , ~ \l .. •• 

- < )' I t < l.< t > :.. t. j't"" · 

If ,.>u d :m ' t :::ir. ... , L~t 1" .c.n.:~ ~t t~ a ulL .:i r • c t . 
- • .t<- it r ::>r ::1y sic:n: turtc . 

J. fle r ~ !s ~ .. Ut. !: tl "" !i. .·.n l.tnt r . .Ju .. :. nt t. o ~J <:!!, •. t .. !ne 
.> r O.) thir:g . 

uUl"., , 1e t 1 S go . 
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:narking rules, if neither "Japan" nor "Ch.ina" 
is s a tisfactory, if you want t o introduce • • • 

Why don 't you suggest "Liancnukuo riaped by Japan"? 

That Nould be fewer words ; we d idn•t t hink of 
thl. t . 

" Crlrnin~:..l a ssault." 

I nave t litt}e concern about tn.is myself . I'm 
not s ure th~:..t s t ne only question you're going t o 
raise if you ~ring t nis up . !t s eems t o a ssume 
t lu:; t tne standerd is o ur position ,,itn r e ference 
to Slovbk.ili , b nd I ' m not sure .~e 1 re not raising 
toe ..,uestion of our provriety in our posit ion 
tti th t hat count ry • · • 

,/ell, ct~ n' t you get on some other stana&rd? 

'J.he wnole -.uestion is the compGrison b et1;een t he 
t •.vo relations, tne one bet.veen ~lov&.KiD end verm&.ny , 
tne othe r betNeen "'ancuw<:uo onJ J apan. 

Well, tne things a r e mu·ked now 11M6de i n ~anchukuo"? 

That's right. 

l1o , ".lc.de in !.!ancnuria . " 

.. e eccel)t either ".inncnurta• or "ChinE . " 

I t hiM it' s silly - l e t ' s go .:>n , let ' s ao buslne:'s 
on the thing . 

nll we ' r e a sking f or is informa tion. 

~et' s go a heau Lnn oo business . 

•low 'IIlla t else'? 

un the Ger man count~rvoiling duty or der, as Ne 
1
mew a t the time it .:ent out, there is a substan
tial volume of bus iness i n free foreign excnange , 
and of course tha t wi ll undoubtedl y be the predomi
n~nt method or business a fter the effective date of 
toe order . A grea t au•~· importers ar.ve raised the 
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,,u~sti.>n of s<.tisfying t11e vepurtment 6 t t he time 
tn&i r Customs entry is fileo th~ t t h er e will be 
n.:> subsidy invo l ved , f '.>r the purp.:.se o f w&iving the 
uo!posit. of tht! 25 per cent. uuty . In otner :lOr ds , 
they ••.> u ld , <•t the time .1~ .voulJ orain~> rily r e,,uir e 
tha Jap.>s it, furni s h us with tnt proof tha t it would 
be ref'undeu 1f <.e <.lid toke it . !low, from the 
uarn inistr ativeo point of vi~.v it w.>.Jlo be odvis~ble 
l .> pr oviue for taiJt, ~.oni~as tu.re ~: rt r~;r,s:>ns or' 
,.>.>11.:~ 

r r .>Viue .i. t tlO?.~ 

.' rovloe for l:Cce,..tillc ev1wence r t t.1e time of 
en t ry t u:..t :10 subsiay 1:; lnvolveo , :.nu ta1:t 
tna r bf0r t: t uerE is ll.> m.ccs si ty on t or t ;>br•i.:ule r 
iln;>ort~> tion •.•• 

do , uo .:e do 1 t in :. ll tnt; oth~,... r- e~ s£s? 

.. e ' ve Hever i1~u < c t st? jus t Ul<E Lois . 

','jell , r .... 

.uut l t N-.>ulu b(. tn" t . J :"D( l til ing . 

• ut..n u;,) 1 t - 1 w -.~ ul- Jv ! t t.. !lr: n ... t·.~\ l _:c..y . l :tec-u 
.L ~ .i. .. .. J; w:ont t .... .J .> , tn :.:1, l .1:u.,; n~ vi:;z t .) U-> wl•h 
~L!"-it n:t - if it ls:i ' t. l tA'"" t.nl. .. , : • .... i1ve t ae:n tne 
~r~t~ h li• tlc bi t . 

l· l.i. l•i&:tt .. 

In J tnt r .. o r ... :; , t nc) ' ~' .. br in:;:tng ~n ,.,_ ... tnir.g t no 
Ulc j SF Y t ile 'r<' , t•.>vin., t o ~" L.u t it ~s r::> t 
SUbj t;<.: t tO t:l iS e .... trt :_5 r~!'Ctr.t . " h) COllLCt i t 
1 no t.1 .,n ul&k.: t oe i n1>0 r t<r /.~ it < Y• t r btfor e ne 
c r. n tlE t tne r t. funu? 

I ' "' r < tnH· e rr , 0 t.n ~ ~~Jo .:>!' sou<bo"'y st.) ing l .n.s 
:. li ttle bi t 0n tnd r .>1Je r l' ther t :~>n s ay t m .. t I 
uiu so:ne tnlnt: ,;!li<.:n wt.~ unfui r · 

r.:>ii-.>ning tiu.t, you ,;o tlOrll! v.-i th Bill ' s suggestion. 

Sure . 

r t lliM tnt. ._ • s r et. s.:>n: blt. , r : tn~r t.~~ n tit up t ile 
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cash. 

Oh yes. 

J ake a cumbersome procedur e . 

\'/hose casb. is it? 

I t• s t be importer's casn . 

h United States man? 

les . 

->ure . 

307 
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April 11, 1939. 
2: .30 P. H. 

!te: TAX STATEMENT 
308 

p:t;;SEJIT: 

Shoup : 

r. . :~. Jr : 

Shoup : 

H. !!.Jr : 

Duffield: 

~ . :.~ .Jr : 

Du!' t'ield : 

~ . !! . Jr : 

Mr. 
Mr. 
!~r . 
Hr. 
J.!r • 
!·!r. 

Gaston 
Shoup 
Blough 
Duffield 
Henry Morgenthau, 
l~cReynolds 

III 

1·1e have gone through the statement of yesterday 
and revised it, rearranged it, rewritten it, and 
have here a document ot' about twenty-two pages with 
a table of contents, representing , >~e !\ope, some 
i mprovement in form and arrangeoent over yesterday 's 
material, but no substantiAl change in thought . 

If ell, if you could let me take it, ~tnd m~tybe today 
I could do better by reading it. 

It has juet come off t he t ypot·triter; I l>.Jwen 1t read 
it myaelf . 

Have you go t a copy - could you (Duffield) let 
Henry look on with you? 

Sure. I just ;1ant to say ue haven 1 t polished thls. 
1'/e Just rearranged the parte. 

\fell, it 1 s a day ' e more work on it. 

That's right . 

You ' ll be amused - I go t Roe Magill fixed un in a 
plane eo he could leave Columbus a t five and get 
here at seven Thursday. He di dn ' t want it. He 
didn 't want it. He could come in froo Columbus 
in two hours by plane . 

(McReynolds comes in) 

"I should like firot to say t hat I appreci ate this 
opportunity to present to your Commit tee my views on 
necessary revenue legislation. You have heard the 
sayi ng that 'no year 1A a good year to suggest a tax 
bill. I" 

• 
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Herbert , why don 1 t you share a copy with !l.ac? 

I can listen. 

Can you listen? Can you hear what I say? 

309 

"Certainly this remark lfOUld seem to be an accurate 
forecast of 194o, a year in which a national election 
11111 command the attention of t he country. There
fore , my appearance here todav may well be my l~st 
before this Committee on t he broad subject ot t 
legisla tion.• ~~ 

That doesn't sound ao t hough I was go ing to resign 
does it? lfell, anyway, that ' s ••.. ... •• __ 1rhat? ' 

It w&sn 1t intended t o . I thought it hooked on to ·~. 

All right . 

"For t hat r eason, may I di gress a moment to t hank 
this Comoittee and especi ally it s Chairman, 
Representative Doughten, for t he cooperation and 
conAideration which have been extended to me through
out my t ero 1n office. Representativ e Doughten , your 
Committee, Senator Hnrrison and t he Senate Finance 
Committee ha ve loyally served the welfar e of this 
country 1n a manner of whlch 1:e may all be proud. 
~forking with this Committee and with the Senate 
Finance Co1lllli ttee has been an experience .rh1ch I 
shall al1rays reme~ber 1dth pleasure. 

The Oonortun1ty for Deale Refor ms 

"When I appeared before t his Co:n:llittee on Harch 24th, I 
said th..'lt t he Treas-.1 ry was ready to su!)nly tlle appr o
priate Congressional COilll~i ttees ~11th its reco:nmenda
tions tor changes i n the t ax system. The ch..'t1rmen 
of the two Con&ressional committees have expressed 
their interest, and their des i re to receive t he 
recommendat ions as promptly as possi ble, for action 
at th1o session. Some revenue l egislation ~ur1ng t his 
eess1on is a recobnized neces sity, since t he income 
taxes on corporations expire at t he end of t he year, 
nnd excise and sales taxes yielding about $500 
millions exnire duri ng t he summer . I ho:9e t hat 
Congress wiil take t h is opportunity, not si mply t o 
extend t he exniring l evies nor simply to adopt the 
UGUal series Of technical 0~~~80 to meet particulAr 
hardships, but to adopt those te~; basic reforms t hat 
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we badly need to put the revenue system on 8 Just 
::"oundation. The t'undN!lental reforms that I want 
to suggest can be adopted, as a practical matter 
much better th1s year t han next year; and the en~ 
couragement to the t~~ayers of the country by 
their adoption at this time is a factor of real 
importance under present business conditions.• 

'.'fell, so tar, oo good. 

This is the introductory. 

"Develootoents of the Past Decade. 

31.0 

"In ordP.r to achieve lasting reforms in taxation it is 
essential to get a proper perspective, a persoective 
that we are in danger or losin& through the ciose 
attention necessarily given to tax developments day 
by day. Before considering epecific meas~res I 
therefore suggest t hat ue loolt a t the development 
of the tax system during the last ten years. 

"During the period 1926-1930 t he Federal tax system was 
producing about three nnd a half bi llion dollars a 
year. The Great Depression ••••..•.• •- I love that 
"the Great Depression" - "· .......• drove the yi eld ' 
doun to hro billicns in 1932 and e;overnoent e:~enc11-
tures increased. The r esul t t illS t he Reven~e Act of 
1932 , the first of a series of revenue acts all de
si gned to strengthen the tax system in one way or 
another. 

"The 1932 Act put the income tax rates ba~~ to the 
l evels prevailing shortly after t he liar. It also 
doubled, roughly, t he estate tax rates, and i mposed 
a gift tax and a seri es of manufacturers' excise 
taxes. Nevertheless, eo powerful were t he fo rces of 
depression that t he t ax revenue did not rise above 
two billions in 1933· But tor the next tive years it 
increased to an extent practically unprecedented in 
t he recent history or national government s , reaching 
an all-time record tor t his country of six bill ions 
in 1938. 

"Among t he measures passed since 1932, nbout equal 
share s in achieving t his result can be assigned, first, 
to t h e taxation of liquor tollolting repeal ot pro
hibition; s econd, to t he social securi ty payroll 
taxes· th1rd to the turther increases 1n the incoc e 
taxes' the e~tate tax, and the glt't tax 1n 1934 and 
1935;'and to t he processing taxes while they were in 
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existence.• 

Is that necessary? 

You mean the •processing taxes while they lrere in 
exist ence•? That might be .. • .•...• 

I see . \'/ell, I suppose it might be - i t 'a all right . 
No , I just mention it - as long as they are no longer 
in existence , do you think they are i mportant? 

They produced about tour hun~red million, almoAt half 
a bi llion dollars. 

•some r.evenue was also obtained, i n the oreeaure of 
ec ergency, by disallowing certain well- grounded 
deductions, the.t are recoonended belotf for re1natate
oent. Finally , the great recovery in revenue has of 
course.been ec~ieved in large part througn there
covery in business from the depths of 1932 and 1933· 

"Despite the great increases in income tax and estate 
t ax rates and the introduction of a gift tax, these 
tnxes produced only 50 percent of the Federal t~~ 
revenue in 193g, This compares t·rith 6S percent in 
1929 to 1931. The fact seems to be that, important 
es have been the developments ln direct taxation ln 
the past decade, they hAve been in large part but 
the necessary structural t~ork, t: l th much of the 
content yet to b e added if direct taxat i on is to play 
the part it should. Thi s point 1s especi allY impol'tant 
because, after all , the Federal Govel'~~ent collects 
leas than hal~ the country's tax revenue. The State 
and local tax systeos depend on the property tax 
tor two-thirds of t heir ta.x revenue and on the 
gasoline and motor vehicle taxes tor 13 percent. 
T~us they make very restricted use of direct taxes 
graded to take account of net differences in tax
payers ' power to support governnent. • 

I s thllt t he ~tay to say - a!lllle thing as saying "the 
taxpayers 1 wealth"? 

l'fell, 1 t ' s a matter of income and wealth both, and 
personal differences and tamlly status, and so forth, 
all summed up. 

I ' ve never heard 1t out just like that - •tQX9ayers ' 
power to support Government.• Is t hat ••....... 
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A synonym tor ability. 

More epec1tic way ot saying •ability.• 

I like it, but - is it something that you ooined' 

No, it ' s been used. 

\fant to say something , l~ac ? 

No, not on this, 

"Aims ot Tax Revi sion. 

"Among t he a lms ot tax retorm, encouragement ot 
business must ot course rank high, especi ally at the 
present moment. • 

I would strike out the •present moment.• It seems to 
carry the confession thnt we never t hought ot it 
before. 

That 1 s right . 

Uh-huh. 

And it is stronger that WJ.Y. 

I may say this is a soction which we all felt tte 1 ve 
got to v;ork on quite a bit; want to make it as s t rong 
o.s we can. 

I .think "Among the aims or tax retorc, encouragement 
ot busi ness must of course rank high1 

- I think 
that's a strong statement, but I thi nk it can be 
bu11 t 11!>• 

Yes . Yea. 

"This is partly a matter ot speci f ic measures designed 
to l i ghten the tax load nt strat egic point s . It 1a 
also, however, a matter ot formulating a defi nite 
fiscal policy. This policy, aa I explain l ater, calls 
tor a strengthening of the to.x system . The system 
can not be s t r engt hened with much assurance unless it 
is f i rst i mproved with respect to simplicity, justice, 
and f ederal- state-local coordi nation - pointe that 
therefore have direct bearing on business recovery.• 

Well, I ' m not goi ng to - certainly that i s worthy 
......... 
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And then, as a matter of faot, feeling that this ie 
at least going to be - the way it ie reoeived -
fifty peroent interpreted as to fiscal policy, Jake 
Viner will be here Friday, see, to look a t it from 
a fiscal standpoint. He will be here Friday. 

You (Shoup) know Viner. 

Ch, yes. Surely. 

H . !~ .Jr : He'll be here Friday. 

Duff ield: Danny Bell's got a point on that. I'll wait until 
you get through. 

P. . :.!. Jr: And Hansen will be here Saturday. 

Sl~oup : Oh, yea. 

::. :.! . J:- : Hansen will bs here Saturday. 

Duffield : Had you t hought - as Dan says, probably by the time 
you make t h is statement there will be a political 
Director of the Budget, and he might feel that he 
ought at least to be shown what you are going to 
say about budget policy. 

!l. !!.Jr: That 1 s all right, but this old theory t hat Lew 
Douglas had the t I can 1 t talk about fisctU. policy 
is just the bunk. 

~uffteld : Oh no, Dan wasn't suggesting that. He just thought 
that in the interest of friendly relationship it 
would be a good idea to shott t he Director of the 
Budget - let him know what ~rae going on. 

r. . !!,Jr: Oh, abaolutel;r. 

Gaston : 

H. !·: . Jr: 

:Jur tleld : 

n. ?·!.Jr : 

It seems to me t hat if ;rou show it to higher authorit:t 
than the Direotor of t he Budget, that takes care of 

that. 

No harm in showing t hat, if Dann:t thinks that ' s a 
good move. 

Dann:r feels that if lre aren 1 t very courteous to him 
the Budget ma:r draw a~ra:t from t he Treasury as it di d 
under Lew Douglas. 

That would be - I' ll go !\long with Danny on that. 
But this fellow needs friends worse than I do , and 
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God knows I need them badl.y enough. 

!lcJ>.: Well, I am not worried about this new Director of 
· the Budget. I don ' t consider him a political 
Director of the Budget. 

Gaston : He himself sai d he Oidn 1 t consider himself a 
politioal Di rector ot the Budget . 

:!cR: I don 1 t think that he 1 s going to be looking tor 
reasons to object to whet the Treasury does. 

314 

H.LJr: ~/ell, there are a couple fellows back in t he Budget 
that have that attitude. I think they ought to be 
put out on their ear. I a~ean this i dee that the 
Secretary ot the Treasury o1111 1 t talk on fiscal 
policy - I mean we ¥on't g~t into an argument, 
but I don 1 t look to the Director ot t he Budget to 
pass on this. 

Gaston: No, di stinctly not. 

H. !!.Jr : I still say lre will show it to l~r. Smith. 

Duffield : Sure. 

H. l.:,Jr : "Simplici ty. 
• 

"Among the desirable goals of 
is one of the most important. 
tration should be kept within 
collection ot taxes should be 
to the taxpayer as possi ble. 

the tax policy, simplicity 
The cost of adminis

reason, and t he 
as little burdensome 

•Regional agencies. The Treasury has considerably 
eimplitied tax administration by establishing 
regional agencies to settle controversies locally, 
and to speed up the work. It i s no longer necessary 
to come to \~ashington in order to settle an 1tlcome 
tax or an estate tax or a gift tax case. I have no 
illusions about the possibiliti es of eliminating 
completely such complexities as the elaborate pro
visions on corporate reorganizations , or the even 
more detailed sections added 1n 193S to permit 
utili ty companies to reorgan1~e in conformity to 
t he holding comoanY act without unduly heavy tax 
liabilities . Tax laws oan not be wholly simple in 
a complex society.• 

Put a question mark after that, because I don ' t 
k.now, llhat the bell that 18. I don't th1llk anybody 
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else does , outside or a rev uti lity lawyers. 

I think that can be sai d in general terms. I th1nlt 
that i s too specific. 

Ire will recast it i n the interest or simplicity. 

Ri ght . I l ean a l i ttle bi t t hat way. 

"l·loreover, the sections I have mentioned apply to 
the few cases, not to the many." 

I th1nlt you're getting too s~ecific down t here. 

"The Four Kinds or Co~oration Tax. There is at 
least one complexity, however, of general a~olication 
that can be removed. l>'e now have tour diffprent 
taxes applicable to ord1nery business co~oratione: 
an income tax, an undistributed profits tax, a 
capital stock t~~ . and an excess-profits tax. The 
income tax is of course an excellent fiscal instrument. 
The undistributed profits tax, on the other hand, 
has been reduced to a point where it possesses little 
eign1f 1cance i n either obtaining revenue or in
creasing the fairness of the tax system; it seems 
mai nl y t o serve as a business irrit ant . The onpitel 
st.ook tax ie not a tax on the actual value or cor
porate property or even ooroorate stock, and the 
excess profits tax is not really a tax on excessive 
profits. Both tP~ee are in nractice based on the 
~~eoeee of cornorate off1o1als as to future cor
porate i ncome . The corporat ion tax system trould 
be greatly simpli fied, and its justice measurably 
increased, eenecielly in lightening the tax load 
on defi cit corporations, if a~l four taxes were 
consolidated into a single flat tax on corporate 
net i ncomes, with some concession in rate to 
cornorations having leeo than pert~ps $25,000 net 
income. 

"Fai rnees . 

"Another essential gool of tax policy i s ratrnese in 
t he d i stribution of the tax burden. Agreement with 
t he broad objective, hOitever, has not al11ays been 
tollo1;ed by the specific steps necessary to accom
nlish i t . The imperative budgetary necess i ties 
or the nresent decade have been allqued to override 
a number of allowances to the taxpayer that 
experience has shown are essential to a fair sytem 
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ot taxation. On the other hand, 1n eome oasee 
undue ooncessione have been made to certain gro 
ot taxpayers; the se conceee1ona neceseitate ext~~· 
burdens on other taxpayers and should be removed.• 

That last sentence I don ' t like at all. 

You mean in style' 

Yes. You have •on the one hand ........•.•. • • 

Uh-huh. 

• •••.•• • • • undue conoeasions have been made to certain 
groups.• And then it ' s like just piling one block 
up on top ot another; I don't know tbat it means 
when you get through. 

Uh-huh. 

That sentence -- I don't know what it means. 

"Net Loss Carryover. Among the allo~1ances that in 
my opi ni on shOuld be reinstated for purposes o:r the 
corporation normal tax and the individual tax is 
that whereby a net business lose of any one year oan 
be carried forward and be used to reduce the taxable 
net profit of a later year. At present, a business 
which has lost $50,000 a year for three years and has 
then made $150 , 000 1n the tourth year must pay tax 
on the tull $150 , 000 w1 thout any allowance at all 
for the losses of the first three years, although 
the plain fact 1s that the business has made no 
prof it at all over the tour year period." 

Gee Whl.z, are you going 
on the examples' 

to go up to four years now 

\fell, I plead guilty to 
in terms of four years. 

that. I changed that example 

You ' re goi ng English on me. 

I'm going English. Moreover, thi s is fa irly-- the 
typ1oal kind of situation 1s one where you have a 
oyole of net profit and lose that extends over four 
to t1ve to six years. To put an example i n terms of 
three years only seems to me reallY to distort the 
situation. That's the way I bel ieve -- t he way we 
do. However, we'll ••••.•.• • • 
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All right . Or cour se, when I talk in those terms 
they ' ll think I 'm talking in terms or rour years. ' 

Thie is the three-year carryover; that , I had under
stood, is the line along which we are thinking. 

Yes, yea. 

There is one t hing that was brought out somewhere 
that I am very much interested in ueing - - the 
example that the B & 0 could buy in its own bonds 
at fifteen or twenty cents on the dollar and then 
not have to pay a tax on that, you see. 

They do have to . 

They do have to now. That's a question that is up. 

No, but t here is a way of overcoo1ng that. I don ' t 
see why t he B & 0 shouldn ' t be able to buy and sell 
at fifteen to twenty cents on the dollar, retire and 
recapitalize. They can ' t do t hat under the present 
law. 

That ' s right. As we were saying today, you open 
the door to some questionable practices. I don't 
see how you oan be neutral on this one . Loto of 
timee-- I know or cases of the Budd Wheel Company 
where they retired depreciated preferred stock 1n 
order to get out of some dividend arrearages, A.nd 
then pay themselves some dividends on the common 
stock, which they couldn't have done otherwise. 

You questi on t his practice? 

I question whether you want to let them do it without 
paying the tax. 

It ' s got a lot o f ramifications which are not obvious 
at first eight . I ' d be inclined to go very slowly 
on them. 

Let them go through a reorganization of 77-B? 

Well, the qaest1on is whether the 16!% tax on the 
difference between the par value and t he purchase 
price 1s really enough in praotioe to block that 
kind of a t hing wh en it should be done. I would 
merely s ay that i t' s a thing to go slow on, and 
would requir e a good deal of investigation and 
study before we make up our mind. 

• 
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Well , ve 1ll skip it. 

• capital Losses or Corporations. Another example 
ot such loading is the present restriction on a 
corporation •••• ••• • ••• • • - - •ot such loading•? 

Loading against the new i nvestment in durable 
goode industries. 

I t hink that ought to be explai ned. 

Three l inea above. 

You fellows know what that is; I don't . 

"Another example ot such loading is the present 
restri ction on a corporation that incurs a loss 
when i t sella a capital asset . This capital loss 
can be deducted onl~ against the capi tal gains, 
it anr. that the corporation has made in the same 
year (plus $2,000) , In many oases, ther efore, 
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the corporati on does not 1n practice get an allow• 
ance tor i to capi tal lose. Thus agl\in the risk
taki ng t ype ot business is discriminated against, 
compared to t he sate and stable business . 

"Dividendo Received b Individuals. Another allow-
ance t t s e re i nstated concerns dividendo 
recei ved by individuals. At present a corporation ' s 
income i s taxed, and then when it is paid out in 
dividends the stockholder pays the tull individual 
income tax on the dividends wi th no allowance at all 
tor the tact t hat t he corporation has also pai d an 
income tax. Thus, an extra burden i s i mposed on 
all income trom corporations, large and small. More 
eeriouo, perhaps, is the tact that t his arrangement 
gives corporati ons a strong inducement to raise 
money by selling bonds or borrowing at a bank rather 
than by eelli.ng etook. This i s so because the 
i nterest that the corporation pays out on this 
borrowed money can be deducted trom ite gross income 
in computing ito net income; but it cannot deduct 
dividends paid out; and both dividends and i nterest 
are taxed in tull to t he individual. A remedy is 
t o give t he individual taxpayer some relief trom 
tull taxation on the dividends he receives, i n 
a cknowledgment ot the tact that t he corporation has 
alreadT paid tax on the profits whence t hose divi
dends come . The relief need not be eo l arge a• t o 
equal the co11>orati on tax, but 1t should, in 1117 
opinion, be substantial. Before the relief vas 
eliminated i n 1936 , it t ook t he torm of exempting 

' 
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dividends from the normal tax (leevtng them subject 
to the surtax) . Whether thie device would be ade
quate now must be considered in the light or the 
teet t hat while the normal tax is only ~ percent, 
the corporation tax, except tor small corooratione 
has been raised to 1~ percent at a mi nimUm end ' 
will be even more it the rate is increased upon 
eli mination of the capi tal sto ok and excess-pr of its 
tax, as suggested above.• 

I ncidentally, put a questi on mark on that, because 
I personally don 't beli eve in consoli dated returns . 
You'll have to sell me on that . 

On this next paragraph-- "Consol i dated Returns. • 

I don 't bel i eve in consoli dated returns. You 'll 
have to talk to me on that. I 1o nt•t sold on that . 
I think it ' s-- but I mean •...•..•.• 

That's what we're to do this a f t ernoon. I mean we 
want to get t hose t~~nge. 

I mean I have grave doubto about permitting a corpora
t i on to enter consoli~ated returns. 

"Intercorporate Divi~ ends . The other provi sion makes 
a corporat ion include in i ts taxable i ncome 15 percent 
or the dividends i t receiveo, although these dividends 
come from profi ts t hat have already pai d the full 
corporation income tax. This measure has nothin6 to 
do with tax evasi on t hrough personal holdi ng coopan1es, 
a problec solved for the oresent at least by the 
series of prohibiti ve taxes worked out in 1937 on t he 
'incorpor ated pocketbook, ' whether forei gn or domesti c . 
Instead thi s oarti al taxation or i ntercorporate divi
dends p~nal1ze8 onrent corporati ons, ordi nar y holdi ng 
companies , and the ordinary type or investment trust.• 

No~r , I think there -- I knOI·r this is goin6 to be --
I think ~the t we did in 1 37 oufl'ht to be spelled out 
there. 

~xplain more in detail. 

Yes, because that is where 
get by t he President. I mean 
done to make i t i mpossible to 
book should be explained. 

is a diffi cult one to 
I.. t hink Just vhat we •ve 
incorporate one's pocket-
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Shouldn ' t that go baok above in the h1etory or what 
we ' ve done in the way or ••..••••. 

11ell, either there, Herbert, or right after, when we 
say that we want to do away with the surplus tax, 
I mean you say we do away with the surplus tax because 
we made it illlpOssible in '37 to incorporate one's 
pocketbook. That's what I ........ . 

That's right. 

9ecause t h e President i s going t o say when he reads 
thls - thon I 1d have to say, •well now, wait a minute, 
read the next paragraph and you get the explanation. • 

I think you're right. 

But no't here, anyway . 

"There are undoubtedly reasons for controlllng the 
gro•.rth • ••••••••• 

llo~r, do I - let ' s Just ask this. As I understand 1t, 
let ' s say there are two corporations and I em the 
xyz corporation; I have 15 percent 1n stock or another, 
and this second corporation pays me a divi dend and I 
have to pay a tax on that . 

You pay a tax on 15 percent of the divi dend. 

15 percant. 

or the dividend. 

And you are suggesting that be done 0.1~ey with? 

Yes. The suggestion is t hat that be done al"lay ~ri th, 
eo that will be compl ete exemp tion. 

As between corporations. 

As between corporations, yes. On the basis t hat the 
money has already paid the tax in the hands or the 
first corporation on the basis or profits . 

or course, t h is was put in to control growth. 

Yes and we have some remarks on that, saying there 
are'much better ways of controlling growth, that this 
is likely to hit the innocent as well as the guilty, 
thls kind or business . 
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I see. 
it. 

I have never agreed t o t his, but I will read 

It 1 s not very strongly put. 

\'/hat! 

It 1 e not very strongly put . 

"There are undoubtedly reaeone for controlli ng the 
grolfth of such types ot corporate s t ructure but i t 1e 
also true t hat t here Bre many oases where those t ypes 
are legi timate and even desirable from the oublic ooint 
ot view. • · · 

Do you believe that? 

I think there are undoubtedly oases where subsidiary 
corporations are qui te advisable troo the oubli c point 
ot view. In some cases states require separate in
corporations; it you are goins to do business within 
that particul ar state, you must tom a separate company 
to do business. That 1e true of Texas. 

True ot many etatee. • 

I think there are cases where coroorations like to 
experi ment on new things, don ' t like to involve the 
~Thole corporation in it; but if they can keep 1t in 
one small oompa.ny they do it. I t 1 e the llmi ted 11ab111 ty 
principle extended i nto management affairs. It's very 
inportant . Standard of New Jersey s~oe years back 
split i tself up largely tor t he morale of having 
separate entitles, with presidents at the head and a 
reeling of responeibili ty which they couldn't get 11hen 
the t hing was Just one bi g maso. So I think there are 
reasons; how many an<l Just how ttei ght y is a trouble
some question. 

I don ' t know; I' ve got a question on it . 

"The tax penalties strike t ho deserving and unde serving 
alike , making no distinction of either motive or results. 
It is therefore pertinent to ask whether we are not 
wielding too blunt an instrument in these cases, harm
ing some unintentionally and unwittingly allowing 
others to escape too lightly. Ot cour se, any system 
ot tax lave i s bound to affect business practices , and 
1t 1s not sensible t o ea:r thAt taxation should in no 
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circumstances be used as an instrument of social 
control; but . tax lave are complex enough and hard 
enough to make fair as revenue p roducers without 
being asked to take on the task of social control. • 

I see , that's the way you put it . 

That ' s a revision from last time. 

I think maybe i t needs a l i ttle further revlsl on. 
You seem to say that you oan ' t make so sweeping a 
statement as that, and then you do seem to make the 
statement just as sweeping as you had it before. 
And you have to consider the fact that we do have 
at least a dozen different so-called tax laws that 
are nothing in the world but instruments of social 
control, that have no justification as taxes at all -
narcotics law, the Firearms Act, Oleomargarine Act, 
there are others; they have nothing to do with t~a
tion, 

Customs . 

Well , as I say , I 1m not -- I haven 1 t got the time 
today to go into i t , I ' ll have to do 1t some more 
this week. But I question this thing about i nter
corporate dividends. I 1n not yet -- I question the 
consolidated returns t hing -- those t1<0 . I just 
question those ~wo . 

"Surta.."t ::tate Structur e. The p resent rate scale or 
the individual incooe tax reaches a peak of 79 per
cent in the top bracket, tdth several percents Added 
by State income tAXes in many cases . F'ro::~ the view
point of an equitable di stribution or t h e tax burden 
I do not believe tills rate scale i s too severe. • 

Yes -- from t he point of viett of an equitable dis
tribution of tax burden ; if you will go along • .• . ...• 

" • . . .• •.• , but to run it up to such lligh le~els in 
the top br acket s is to make scarcely liorthl·.hile !or 

1 the wealthiest taxpayers any risking or their oapita 
in hazardous ventures. • 

Hay I explain something there? 

Please. 

• 
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There 1s a distinction t o be drawn between what we 
consider a fa1r distribution ot the tax burden ae 
between how much one man should contribute today 
as compared v1th t he other man, and the problem of 
what will the economto efteot be if we carry out 
the program. It may be we v1ll have to sacrifice 
our program at firet in order not t o really injur e 
the country in the long run, because economic ditfi
cul ties ari se. 

Well , why didn't you say t hat ' I didn ' t mean that 
to sound the way I said it. 

I knO\f what you mean. It should be pointed out oore 
clearly -- t he contrast there. 

It is like saying this: that from t he standpoint 
ot equ i ty you ought t o be able to levy a certain 
tax, but the tact i s you cen 1 t get it . 

It is also short-term justice ve rsus long-ter~:~ jus
t i ce. 

Let's not go into that. 

"I therefore suggest that the tollotring combination 
ot measures be considered as a means of preserving 
the fairness of the tax system while l eaving more 
encouragement tor riek- t &k1ng enterprise: let the 
rates in the t oo brackets ot t he income tax be sub
stantially reduced and, as noted below, l et the 
capital gains provi sions be tightened, the estate 
and gift tax rates increased, and future issues of 
tax exempt securities proh1bited. " 

Nov, there i s a ewell sentence. 

Too much in a sentence, I think. 

I know, but as t o the i dea. 

I think that is a good one . 

I think that is the nuoleue ot a l i st of things that 
you recommend. 

I mean there is something -- "let the rates i n t he 
top brackets of t h e income tax be substantiallY 

1 t t he capi tal gains provisions 
r educed and··· e d gift tax rates 1ncreaeed" 
be t1ghtened, the estate an 
there 1s your whole program. 

You want cr1t1cism; JOu don't mind. 

Regraded Unclassified



ShOUP : 

H. !·! . Jr: 

- 17 - 324 
or course not. 

I think there is too much apace spent on things 
like connolidated returns, too much on intercorporate 
dividends, even if I believed in them, and not nearly 
enough on the surtax thing and t his part here wh1oh 
I underlined. 

You would like to see that expanded and made more 
pointed. 

Oh yee. And the other things -- i f I did beli eve in 
them, I' d simply eay, • I believe you should re
examine t he question of consolidAted re turns ani\ the 
question of intercorporate dividends.• Period. That 
is ae far as I want t o go, if I believe in it. •r 
should say you want to re-ex.amine t ho ee two things. • 
Period. 

9ut t hi s thing here gets dolm to something. Ar e you 
uith me eo far, !lac? 

:.:c:1eynolds : Yes, sir. 

!i . :.!. Jr: I do n ' t know whe re you s t and on intercorporate divi
dends and consoli dated returns. 

!:cReynolds : I think the consolidated r eturn has a place that you 
can ' t -- i t simplif ies the problem for corporations. 
And you haven't got a uniform attitude on t he part 
or the coroorations. Some of them don't want it. 
9ut I think i t i s a good thing. I never believed 
that 1t wae worth el1m1nat1ng. 

~naton : If you had aome clear line or division as to wher e 
consolidated returns would be permitted and w~ere 
they shouldn ' t be permi tted-- that ' s a very diff i
cult thing to do . 

r:cReynolds: It •s hard. Sometimes it 1 e advantageous and sometimes 
it's disadvantageous. 

t/ell , I don ' t know. 

•Ta.~-exemPt Securities. I t i s obvious that the pro
gressive-rate reature of the i ndividual i ncome tax -
t he keystone or our f iscal policy -- ie di storted 
and in many cneee completely null ified by the exis
tence of a l ar ge SI:IOunt or ta.x-rree eecur1t1ee. How 
that recent supreme Court decisions indicate a change 
in attitude toward the problem or intergovernmental 

• 
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tmmunity, it seems to me that the inclusion or all 
future governmental bond interest in taxable i ncome 
is one or t h e most obvious next steps toward tax 
Justice . • 

• •• ...••. • ;uture governmental and governmental-guaranteed ......... . 
Shoup : Uh- huh. 

:-: .:-t .. Jr: What? Right? 

Sho•Jo : Yes . 

:1 .!-: . Jr: 

Gast on : 

H. !·!. Jr : 

G~aton: 

Sho"Jn: 

.. . :: .Jr: 

That's a different kind or issue, isn't it? I think 
it 1 s worth saying. I mean you think or government 
bonds and government-guaranteed bonds. 

Yes. I suppose I really hadn 1 t thought about that. 

I would have thought that t his would carry it. 

No, I think 1t 1 e worth repeating, because over in 
Farm Credit -- v.e have oome issues there which are 
totally tax exempt, inoluding surtax, if I'm not 
mi staken. 

Federal Farm l·!ortgage Corporation. 

It Houldn ' t hurt to call attention to it because 
oftentimes sooe of these things tend to get an 
isolation of policy •.•...••.. 

They'd say, "1/ell, Horgenthe.u evidently w1ll. ...... • 

. c .. eynolde : They would try to make 1t appear that way· 

H. !:.Jr: 

Gasto!'l: 

Yes. I t 's so easy to put a few core words in. 

" !~ore than that, it should tend to push !:1to new 
enterprises the kind of private capital that can 
afford to take risks.• 

Gee 1•/hiz, get something new tor me on c~pl.tal ri~~· 
I mean get a oouole of synonyms. I don t know If 

to suggest . Can' you suggest something, Henry, besides 

taking a risk? 

"Bold money. • 

• 
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•venture money. • 

•venture capi tel. 1 

• venture capi tal - explorat ion. • 

"Taking a chance, gambling. • 

326 

No'"• that' s just - everythi ng but - go ell around , 
but don ' t say it. We want them t o gamble but we 
don ' t want to say so . ' 

"I have discussed 1'1ve types of allo~tance t hat , i f 
g_ranted to taxpayers, '"ould, in my opinion, increase 
tne fnirness of t he tax system, ~nd encourage i nvest
ment, especially investment that is willing to take 
risks. I now oome to the oth~r aspect or business : 
undue concessions that have been made to certain types 
of taxpayer. Removal or t hese concessions w111 serve 
t he double purpose or improving the equity of the 
system and counterbalanci ng to some extent the decrease 
in r evenue t hat would result from t he allowances die
cussed above. 

"Capital Geins and Losses. • 

This i s ne'"· I t wasn ' t in yesterday . Ros hadn 't 
concluded it b ecause he just hadn ' t gotten t o i t . ' 

"A gain from a sale or a stock or a bond or a piece 
ot real estate or any other capital asset is , i f 
the asset has been held more than t wo years, taxed 
at a maxi mum rate of 15 percent . In the vast majority 
ot cases t he tax rate is even much lees than t his. 
Alongsiie of the ordinary i ncome tax rates that 
apply to salaries, interest, dividends, and rente, 
the rates on these long-term capital gains are 
absurdly low. One r eason gi ven tor setting t hem so 
low is that t h e deduction or capital losses is some
what restricted. A fair tax system cannot be 
achieved, hOt/ever , simply through 111.'1. tch1ng an un ""R<''" 
fied conces sion by a harsh restriction. A more sen
sible procedure is to remove both the concessi on and 
the restri ct ion. Henoe I suggest for cons i deration 
an increase in the tax rates on long-term capi t al 
gains and uossibly also on intermedi a t e gai ns (now 
taxed' at a maximum of 30 p ercent ) ' coupled with more 
liberal allowance of capitel lo sses, possi bly by 
letting t hem b e carried foMtard several ye~e to 
b e offset against tuture capital gains. Tne net 
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result should b e no deterrent to g enuine long- tern 
investment (especially in view or the suggestion 
above concerning surtax rates) and a great increase 
in fairne ss among individuals.• 

\Tell, I b eli eve i n t he theory, bu t I tU> ven 1 t ROt 
time to take t h e whole t hing apart. I mean Ilm 
fi gh t i n g time , unfor tunat ely, today all along t he 
line. 

"Denlet1on. The nresent laH nl lotts e xcessive 
d enlet1on d educt i ons t o o11 and ens tmlls M d 
certain types of mine. Ac the Treasury has o ften 
poin ted out, a lar~e amo~~t ot revenue can be 
recovered by clos1n& t h i s loophole.• 

:'ow, what I h ead this t t.1n tS up -- not t !:e we.y you 
sai d it before. I Hould say •Loo!)holes Yet t o oe 
Stopped" or someth ing alone; tho~e linea, :tou see? 
t;n to notf, everything \/8 hnve been talking about 
is on t h e side of 01 1/ell, ue 1re too har d . " No>l 
1·e 1 r e going t o talk about things yet to be accomnl1shed. 
! don't kn011 hou many c ore thcrr 2re, bu t certai nly 
oil d epl e tion 1a one; estate pnd ,c1ft tax i s another. 
Ri gh t? 

Yell . Yea . 

I think the:-e ought to b e a t!t 1n.,:: -- "':'hines Yet to 
be Accomplished ." 

Uh- huh . 

•sy :r,.y or Stopping t;n LoopholeA." 

"The estate and g i ft taxes to6ethe r contri buted only 
6. 9 percent of t h e Feder~~cl revenues in l 9 )S, pnd onl y • 
3.9 percent of total Federpl , St~-te, AAd local :-evenues. 

Haven ' t I read t h i s t h ine ? 

Yes, t hat ~tas read yestcrdn.y . 

"£ r~tate Tax I nsurance Exemption." 

That wee not 1n yesterday. 
l i f • nsursnce (uu to ! ijO , OOO) 

"The exemption grllllted to ~r;rerence t o those t or-
under t h e esta te t ax bgli ve~oa~$ve i n t h1s canner over 
tunate enough t o be a e ~ ~ 1 

l t ., O f savi ng. ..emove. all other severs and ot1er o r s 
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ot this discrimination ie in my opinion highly 
advisable. • 

Oh, my God, are you going to take that away from 
my children' Can't you mAke t hat in t he future 
instead or retroactivet This ie where t he old 
shoe ie going to begin to pinoh. 

I don ' t think you need to worry; they won 't pass 
it . 

~28 

I mean Mellon kept the tax rrorn going above $700,000 
ae long as he was here. Can ' t I keep the $46,000 
thing? 

\fould you compromise on t hi r ty-ti ve? 

Well, I am afr aid it I begin to compromi se- I'm 
like t he lady or virtue; can ' t compromise. 

"Coordination with State and Local Taxes.• 

Blough: It's the same. 

Duffi eld : same a s yesterday. 

H. J.! .Jr : That's the same. 

Shoup: 

H . !~ . Jr: 

Shoup: 

Blough : 

Shoup : 

~Raton : 

H . !~ . Jr: 

Gast on : 

H. )!.Jr: 

"Growth of Conflict.• 

That's the sa!'le. 

•Results of Conflict.• 

That 's the same. 

"The Next Step• is t he same. 

Yee , the same. 

All the rest of that, down to "AdequacY of Revenue.• 

What page is that? 

lS. 

lS -- page lS. 

"AdequacY of Revenue. 

•It i s trite to say that a tax system should Y~:ld 
adequate revenue. The real question is, what 
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'adequate ' in any gi ven 
question is at the root ~~ar and place. Yet this 
we answer it all our our tax problem. Unless 
changes in the t specific recommendations for 
t emnorary struct~e:ystem assume at beat an air or 
be shifted at a momen~~:t~~fion ro~ndations apt to 
necessary to oomolement the bcek ere it becomes 
the past decade · i ve ac ward glance over 
ment with a lookgint~ ~~et~tbeg1nning of my state-
years or so . ure or the next Uve 

"As we look, certain probabilities take 
wha

1
t policy they should l ead may not be !~~~el;o 

se !-evi dent, but it is clear that 
face the problems that they raise .• we must resolutely 

Well, I think that paragraph could be proved. greatly illl-

Uh- huh. 

"The Prosnects for a B~Anced Budget. • 

I mean I t hink that tP~ng t here is very important 
nnd should be carefully done. 

~uffield : Is t h i s next language t he same as yesterday ' s? 

Shoup : Yes. 

!:. !:. J r : I'd like to read this next one again. Th!e t hing 
here, Henry, I consider -- t~e next t hi ng is rrom 
my standpoint one of the mo st i mportant things i n 
the whole'business. 

"The Pros ects for a Balanced Bud et. The present 
tax system s powerful; but i t is not so povrerful 
t hat it will stop all increase in the public debt 
over the next five years or so, even gi ven some 
measure of busi ness i morovement and some reduction 
in expendi t ures. I n a" year of great prosperi ty, 
with a national income or sollle 80 bil lions of dollars , 
the current revenues might rise t o S billions; and, 
depending on t he course of expenditures, a moderate 
amount of debt reduction, perhnps not more t han a 
billion dollars and conceivably less, could result 
in euoh a year. But over a longer period, good 
years and bad, the present revenue system will 
result in a substantial increase in the public debt , 
a ssuming no radical change in expenditures. The 

• 
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crux of our expenditure problem lies in relief and 
national de fense. Together theoe items are account-
ing for of our total national expenditures 
tor the current year. 

"Even ~rith the lo~rest expenditures on relief and 
defense t hat can reasonably be expected, it is in 
my opinion unreal to t alk or balancing the budget 
next year or even the year after next; but, unless 
we are to commit ourselves to a philosophy of con
tinuing increase in debt, it will b e necessary to 
enact this year measures that will, within three 
or four years, bring in added r evenue. These 
measureo are indicated i n detail below. It is not 
so much the exact date of budget equilibrium that 
matters, or even the precision of the balancing, 
as it is the adoption ot a program t hat commito us 
to a trend in t his direction during the next five 
years. • 

I think this i s terribly important, but I think 
that that also can be greatly i mproved. And when 
this is malled to Dr. Viner, ~<ill you (Duffield) 
dra1~ his attention pArticularly to t his part? 

( Nods yes) . • 

See? I 1·1ant to aend i t a i rmail. And dr a1·1 his 
attention •.•..••.• 

He is to be here Friday? 

Yes. 

Just so we neve another chance to go a t it before 
we send it to him. 

i t - it should l epve here tomorrow by Yes, but get 
airmall . 

That ' s right . 

"The Necessity for a Comm itment To1~ard a Balen~~~ 1 Budget. Such a program seems to me to pl ay a a 
part in i ncreasing the nl\t ional incone . 

"The healthy functioning of the cou!ltrh :ft~/hole 
den ends in the last analysis upon ~n~he e busir.esses 
functioning of the wage-earners an 
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or the country. We must rely upon business to 
provide employment tor at least the great bulk or 
our men or ~rking age. I have suggest ed some 
measures or tax fairness that will remove soeoitio 
obstacles to business recovery; but the oroblem is 
much broader than that. When the uncertainty or 
conditions abroad a re coupled with the uncertainties 
or an unbalanced national budget, and when measures 
to produce a balance are hopes, not realities, it 
is not surprising that t he man who has eaved money, 
whether a few dollars or a million, refuses to take 
a chance on an investment i n anything save the 
soundest, best established, mos t stable securitiee . 
He kno~ts tha t business must oom~time race new te.xea 
heavy enough to bring the budget into balance, per
haps even heavy enough to retire some part or the 
debt, and he cannot know where th~y will tall. • 

Now, I'd like to say something along the li.ne here 
that I think that one or the most important things 
that we oan do to encourage a lasting recovery is 
to point t he way t owards a balanced budget, see? 

Uh-huh. 

And I think t~t that can be spelled out, you see. 

Uh-huh. 

tiith the sincere desi re that, having pointed the 
way, it will encourage people t o in turn .- well, 
I don't know whether you want t o go into the 
vernacular - •to take your coney out of the sto;ki ng 
and put it into- put it to work.• I mean that e 
what I mean. I mean "take it out or the stocki ng 
and put i t to ~1ork. • 

Uh-hU-'Ilo 

But I think that this part here, tor my - I am really 

much more intereste~-~this~~~y;uS:e~na!1t~und 
urogram And I don • ow, ught un 
to it, ~hether this thing :D1ghtn 't be bro · 
around to the front. 

He thought 1t was a good closing statement. 

t 1 m cy standpoint as Secretary 
tlell, all right • I ~hln~ that tiU.s is the all-important 
of the Treasury b eatly improved and 
thing and it ' ai got to o:ogre like Viner and Hansen 
strengthened. mean · 
working over this thing will contribute. 

• 
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Oh yea, surely. 

WhaU 

332 

If you get 
to be able 
it . 

~nough people working on it, you ought 
o get it strengthened the way you want 

Yea. Let's just see now- well, the i deas are 
~~~;~~~ ~~~~d ~:re1ar5e only two things, and 
things? ' 8 • lough, on those two 

That's right. 

0~ consolidated rsturns and intercoroorate dividends 
I ve still got my fingers crossed. -

Better leave them out. 

No, leave them in; l et' s see whet happens. 

•since 
time . 
steady 
tic or 

he cannot forecast the future, he marks 
~he result is business stagnation, not the 
ousiness advance which has been characterio
the country. 

•sources of Added Revenue. A definite nolicy looking 
toward the balancing of t he budget sometl:ne ,,n thin 
the next f i ve year s or so seems to me t o i:nuly the 
following s t eps : -

"Fir st, a declaration of the policy 1n unolstakable 
terms. • 

• ••••...• • policy on th e part of Congress • ..• • •••• • 

Uh- huh. 

•second, the continuation of the sales and exci se 
taxes that otherwise expire this year. 

"Third, a program of readJustment within the several 
taxes as suggested in the sections above. The net 
effect of these readJustments will probably be a 
lose of revenue, but they are essential because of 
t he very fact that t he system as a whole must raise 
more revenue. \then the tax burden becomes severe 
in the aggregate, inJustices within the system that 
might otherwise a s a practical matter be i gnored 
may become i ntolerable. 
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"Fourth, an increase in rates and a decrease in 
exem~tione, in a manner calculated to cause the 
least immediate disturbance to consumer purchasing 
pm·rer and to oapi tal 1s willingness to invest. 
Here the most promising points of attack seem to 
be: 

• (a) The rates of the estate tax and gift tax (co
ordinated ae suggested above) in t he middle and 
lower brackets. The full revenue from increases 
in these brackets 1nll not come in until three or 
tour years have passed, but when it does arrive it 
will be a powerful factor oper ating to balance the 
budget . 

1 (b) The exemption or $4o ,ooo under the estate 
tax-gift tax. This could, in my opinion, be sub
stantially lowered. • 

I don 't like the way you people summarize. I think 
it is too - I mean I think it oan s tand a lot more 
polishing - t hi s summary. 

Is it a matter of the briefness or of the ~<ording? 
Is it too brief? Doee i t strike you as being too 
bri ef or too blunt? 

No , too blunt. 

Make a statement rather than just put in a topic. 

Too brief. 

Say that pointe of attack t~uld be t o do certa in 
things , I should think. 

You find it a little cryptic, possibly? 

Yes. 

"The mi ddl e brackets in the indi vidual i .ncome ~· 
especially those between $5,000 and ~50 ,000 •• _ 
increase here rather t han elsewhere •••....•• 
and so torth. 

h individual inco~ tax.• "The exemptions under t e 
And so forth. 

(H, H. J r. finishes reading silently) 

Well, I think t hi s is an awtul~oodist~tt~dias 
I say, I t hink there is everyt ng n 

• 
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want, with the possible - as I soy - and there 
are only t wo t h ings I question about it; and I 
take it everything i s in here that you f ellows 
believe in. 

Well, we have had to pick and choose. 
a lot of other things we would like to 
we don 1 t want to get everything in the 
too complicated. 

There are 
see, but 
bag - get 

Notr, your plan 'WOuld be t o be back here Friday? 

I can be back here Friday morning. 

I think that would be splendid. 

334 
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A ...-.,. 1a "' ~l.,. tu laU•u.J. ...,.,... - ... u.t ~ 
tlall toa:oaUon • tlile UriMM.t M NMl.,.., 1a .. ~ ..... 

at tile tan \11&\ 11!111 • ..,....u .. lilea aJ.r.q ,.14 -. .. -. 

prot1ta ..__ til•• 4lrl .... • -· 'ftla raUel .... ao\ 111e 

.. lar~• u to aqa1 ~ .. ..,...auoa toaa., 'bv\ lt u..a, 1a llliJ 

opW•, k 81l'lle-t1.al, l!ot- tl• rellet •• aU.aiae'-4 Ia 

liM, 1\ ...., ~ t- ot ~ia& cllrl4-.4& troa tlile ~ 

tu (1-.a, 1:1>• a Jitj oe\ '- t lw • ..- ..... ) , "'hotMr tll1a 4orl.oo 

.o\llcl Ita a4eq•M Gow aaat k oonal4.rd Ia the l1P' ot * 

. 4J 

taa\ that ..,11• t be a-'- -., 1a oal7 4 ,.,....,,, tlw oorporelll• 

tu, •"""" tor -11 oorperatlona, h&a lteen ratoa4 to lei pei'MIIIt 

... ~~, .. -.. ·"~· 
c-aUa'-4 a.t-. T-'O proo-hl""• Ia the l..ao- t.as 

law ..,.. ata.cl dlree\17 at eorporatl• ellba1U ar1... 1:M 1a * 
prwlel• t•ltlWAc tw • •r• • ....,....u- to tlh • j oin\, 

ow eoneall .. M4, rat\lft "., th0<1 &)l t lla7 o.-prl•• • voq e

elatla' of • pe.re\ eorporatloa aaol 100 pnHnt--acl oultoU1u1••• 

Thlla a leaa ine..rr .. It)' oM or t be P'O"P _, Ita ..... ta r ed-

tile pretlt at aaotlwr 1a t1a VC*P• t~~auelt M tu u tile e~~UeMU.• 

.,. .......... \ hay •• •LIIfl7 - W&• ....... ~ 
IID•-rr.W Dl¥1._..• !loa atliler ,....,1a1a _.. • 

eorperatl• iael.,.. 1a lta ._ltla ~ 11 P--' of tlile 
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~ l' I II ... Q' ...... a.-tld,T- tna Jftft'-

.. , ... al~ JaW ... N1 • ..,..... ..... .... "'• 

-~-· ....... bl ...... t&a _,,_ ....... ..... 1 

lla1tilll , .... ,.,,a Jl'ft:W. M1.,.. tw tM ,.. ..... •• 1-n 

"' tM ---~-' JlfthlM\1901 --~ •111111 .a Ia 1llf • U. 

•tae• ,_ .. ,.,, Itt ..... •·t. terel ....... ~.~. ~. 

w. ,.nw ._,lea .r ~- un ..... ,. ... u-

~ _,...,t. .... SIIUJ llal.UI& _,..s.. ... .. 
_.1Mr7 t,e ot l..aft.-.. ......_ 

1111o .. are_...~ r- tw -w.utac"" .._. 
ot ••ll .,_. .r ...,_ • ., .......... "' u 11 al8e v.. _, 

tMre are -:r .. - ...,.. iiMI• ,,.. an lotJl.Uaile ...,. -

... lra'lt'- tna -. ,,..u...,.tat ot Tlw. Tile tu Jft&lU• 

•-n \8 un .. i1M llP'l:r• ot , , ,. ... all¥ qftla et ilu 

11 ... 11 ....... - .,.. ~,_ ........ leN .... 1il 1a ... 

-.lllla w aa:r *' .._'-l• eTMIIU Ia .. •foro-· .. ,, 'ba 

,.... a1 • lwW 'ot -101 ooaWall '"' .. Ia• an_.... 

-· ......... -· ..... tiLlr &I .,. ...-- ....... 

'ltela& .... - .... - ...... .r •• w ..... 1. u ...-1&1 

.... ll_ .. alll ... ~ "'- .......... &tpf-·-·tllll ftl'lla\ia 

ll ....... , ..... u ...... , .... 
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...,.._., •til eeuwal ,. .... , .... "'..., s-- ._a 

...., .. -. .,... , ...... '91b' ., .... Ill~• tilwt.'-'&a 

et "" '- ~·- 1 .. - -u. ..... t l\ie .... •.al• lt - -· 

"' " .. '' .. - llllt ~ lwela la tile "' ..... 11 -

--~ -"'*"• tw \a. ~*-' -.JWr'l ~ ri*U& 

,, t~>slr .,.,w 1a ta...._. ...... 1 "'-tit" """' _.... 

tM tell.-ag •-'laaU. sf -110&1'11 'M _ .. _. .. •• a -

...... .ttl ., \M s.a.- "'" be . .. ~.tu\lalq ........... .. 

.,.,. w.w, 11' tile oapltal plae ,.mel.et ~· ti.&Jo-"• '111 

~~tate &lid 11ft "" rah e 1Mr-M<l, a d '"'"" h eu• of -. 

-· eHV1U 11 ... lll~ltMe 

!loa I 

n\1 tea•- et -.. lJIU'f'lAI•l u.-s taa - t ill a,n.e et -

tltlal .,uey- 11 ll11-1:1d • IIIII 11 __, .... .o,..le\111 a..tUI'lM 

11J tile ... 11~ or a lM'P ._, •t _,... -"""•• ..,. 

\ta\ ,.,,_. s.,..., C-' U.lel- l.D41•tl a..,.. 11 at\ltllllt 

__.,. ... ~- ., ,.. ...... p-··--tal s-t-. " - --
.. , •• lael-- at .u ~ JW'··-·Ial ......... ia 

--~)Is illP,..I-· 11 - If \M WA .,.. .. .......... ... 

-.j....U.. ... ... ...... " ..... ]1! ... - ... laW-

.... ,..,_ ... .,.,.ttl prlfttl •• ,,w ---,..,... tl-- rl.U. 
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l llln ••tiii-•IMI!tl tift tr.- el aUras 1 lllla._ 11 .,_._ .,. 

q 0 , .... -.1 .. - ........ 11·--.-· - t~ou.. .. fill .. 

tits.,....__.-.... bo44? 00 IIIII'''~ bro.-..~ 

le .U \lac '- .... "*•• 1 new •- w tN -'llltr ..,... et 

---· .......... u.. -· ..... "- ............ .,.,.. 
fill .._.,_. 1 s sal et -. • •--'- •u 0-. -. • ..-s. 
fWJUI el ~ .. ..-i'r ef .. IW¥1 .. M-~-l:lc 

'- •- ,.._. ' ' ' ...... Ia --~ ••• rer.ol• ,_ u. 
all ms44 tuuaut .-._ 

C:SA!!l lalaa _. L•-· A pta ,._ a aale o1 a aW* 

• a -... w • ~ el rwa1 ..--. er MIT •*•r .. ,u&l ••"' ae, 

Lt .,. ..... ll&e •• wu -· tMa ._ ,.are, t&liiiA •• a •s1 

,. .. ot U ,__.. Ia tile ne\ ajorl\7 ot ..... tbe 11u ,.._ 11 

- -.11 11 .. •• *"'• Alacdto ot \h-'laU7 liM- tits 
,..._ ._. ..,.&, • l&larlM, 111-.o"• 41ri..,.., u.s rsm\1, 

-. ,.._ • 'IMM 1..-~ ..,sw plio• are •llnNlT S.. 

OM _._ ••• tw e.-ac ""- • 1n 1o \Ia• no w..ua 

ot .. ,tw s..- h _ _... r..wuw. • tall" - .,._ 

__ .,.141M .....S.. .. o lw liCit -~ t.Uo>. -'elaliel- -.J-'ltlM 

c•suel• '-' a le&nla r..W1-'ia. A _., eael"• fi'OO•- ie 

.. r-•-.. \lw •-•• ad • ..wl..U.. S... 1 •'IIIP-' 
tw _, .. _ ..... &a lieiPIIII Ia \II& ... ,..._ a 1: I Mea "'lt&l 

101aa, _. ... ~~ a1w • satwmeUaw pial <- ._, *' • 
_.,_ o1 a ,-u rt), •,.a.4 wt.• _. U"-l aU= I el 

-.sw a.-, ,. •• a~ let' lo"'-1 \lwa" -ra.• ,.._,.. 
.... al ,..... .. " fill,.,. ....... ,.,.. ..,s.w ,..... ftll ... 

ftllllt *-1• M • .., ... ,., ..... .- lOUIII•twa tawwurt 
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(o .... l.all7 ta new et tile • "C&-.tla a-.. -·..tn& ... -. ratea} 

ud a cr•t u.,.,... 1a talftotaa _, 11Mh14~ala, 

pgl-'U.. 'I'M , ,..,._. law allowa aaoo~o ..,letla do4,.U•• 

to oU IUid p a .. u. _. -"t.1a 'no• ot a1ae, AI - Troaa "7 'llao 

ot'toll poiatod out , a 1..,.&• aauat ot ,._,.. ooa 1M rooonN4 117 

eloal:a& th ia l..,a..lo. 

Enato 'l'u u ul Glt'\ Tu c-..U&t'-o !'1M onate o.Q4 ,1ft 

tua o t ocothu o•V 1'blrto4 ...q S, t ,.,....., ot tbo I'Mor&1 - 110 1 

1a Ull, -· ca1y 1,1 poi'O.a\ ot total F ....... 1, State, 1U14 1.-1 

,.... • .,... Oao ot tho ,...._.Wily thooo tuoo do ""' 'loy o loi'J• 

rot. 1a t h&t wo&ltlly ,.,. .... - qllt t ' oir ,1,.~ botwa lito 

a Dd cloatb 1a a uob o. "'¥ thot tno tl'ezlotoro t all ollly 1a tbo 1-r 

llraol<eta of oaoll ot tho two to""•• Uoroonr, thoro o.ro t wo o:r ... tiona, 

TM a1-. it - to •• obau1d bo to ooorclblo.to tho pfi tax ... 

"- oetato tax oo tlat, troa t ho t ru.ator tax polDt ot Tlow, lt 

.-koa ,re.otiolllly ao titter...,• to t ho d- wlwthor he r;1,..• 

41.11'10& 111'• or at ._th, or oourao 11' oo• tax lnoOIItiTo to ,1,.• 

41.W'lnr; 111'o 1e ,_ .. 4ea1n.blo , l t oan b e ~:1T•, ..,., ...aor "'

~tl• nuo.W ltolow, At pro .. orl: a"oll lno•tift o.o o:ri.W 

• Y t'o.lrl7 be •llo4 -ti• _. ro.r too •••'17 1a ..., .... 

t hb -'1natl• -14 1a ottoot ocaa lclor r;l t\0 lllld tbo 

tb&l 4loVibuti• at ._th •• ,. u~U1o4 -to• ot t rautora, 

At u. tro••' tl• au oooa1Yo &1tta ar• o~to4 tor tax ,,.,.,..... 

1\ 1'-l.u 8M'Ol7 w .~to tbo 1.-w u 1t 1t _. a tl nal IJ.C'e 

Regraded Unclassified



.... 
..... -- ..W '-- I 11$11• ... - .... _._, 11 " ... 

........ .. ,, .. _ 'ntl 

IWs p qJJt.al...u-. P•nsr-.. .., .._ w'J'!I" .. 
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t1ta ,.,. • .U ..,._ U. -. ,..u .. s at ....., 1 ... ..-... 1a ,..la-

tlft~ .-110 Ia Ill' .. 1al• .,. ratea • \be liSp,.. ..,...,.. 

et •• lwt:-' wW• ,... alr .. 47 s\lttial..n}J 111&11 .,, ... J I4 
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.-u, .. "' ...... ,. .. .,·~~·- 1 .. -- IOU I .-. tl.- S'""- )Inc ... 

,.... ..w. .. cl.U. .... ~ fM7 - ...... ., ... ~.e .... Uu\&e 

<lcollncc 1a rc•t••• ..,. U.reoclq <l-a tor • .,..u.,... to 

-' thclr roo • _... '1t4r .,.,. r• ... Gilt fer - -. colll'c ... 

Tax .. • S...O••• rcta1l ltl\ l ol• al.-llo MY•J'aCM• toM-..... 

chala at or ... -• a _,.ic'J of lla lll••• t&lt .. haYe ..,._ U'lll)' btt!l•• .. 
1Jt ~ a..... Au a reo~'• theft !lac -.. aa alar&-' of tile 

&""f ot ...,. t hat are lJIJ••• by lloth P...U lUll State , ..,_ 

..... t r&Mten of ,...,. lit at hat.b aro t """cl llctb by tU 

r.cloral Gcwc.-t •• 6f ct tho lit•~•• Iaci1YI.4•l l.a•- lc 

ulljcct to t.bc , .. .-.1 iM- tux aad M State ino<IM -•· 

lloMr t•l 1c ta.d by t ho , .. 111'&1 Gotclwat and aU the Statcct 

tlw l7e4.-.l Oo••~ ancl t4 h ate• darlft .. .,..,. troa alocllcllc 

....... -. .. , u4 1a 11 &taM= tlla P .. erd aJIII :ltah G""•-• ..._ 

tella-
0 

Slattllar cl\lfli• \1..,. exlct l.a -:1 otlltr taaoe. 

•!!!l!t "' ccatllfte The claal---· ...,..ala l.a till ...... 

~=tau ct lloill t.be state• lUll t.be r .ural o ... o-t •• v-•11 
lMr ..... t.ba oaatllctc llot•Cl Mtlcmd .-1 Sta~• t u • • 11141 ~ 

t-. tax•• ot tl\c _,1_ s-.ta.. 1'M rocJlU arc 11Wroac 1Acl7 

•••ht•="'l7 to ..,..,.-. 'tile varlcae 181U ot c••-• tiM 

t.aw.tr ..__ ....,. .. lJ att•Mcl by ..,....laC -· ct =~ 

c•-'•• flw ••to of "llc-'1• aft ld&._.. Ia fl'•••""•"' tiW 

, .. ,. • \lwa 1t 11>10 ... ,.utl• •u •' .,.,... t11c tn=• ~ --= 
tlla' s•te• awn tel' Mllcc" • lJIJCCC on- cl•• rUe te -..ccllJtC 
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-- ....... U.S. I aal••illl ,....te.l)F .......... . 

el eun- etn II--a--. fte "'• IW lJ 111-. .... ..._ 

attee.... • la .,.. ... ~ .. - • - ..... - .. -

~ .... - .................. -'"'_.,.I Ill I 

wt. .. , ........ - -- ...... ~- ... ~· - -.-1 ... 
_.. rer- P. la - a•-. ..-s... ,....al, ••• •• 

1.-1 CUJllal ... lft'l ...... "' .... ,.. pllao ftol....,.. 
_.,...,... •• sa• s ,.-.,..,._. ...._ .. ,u .. ~a 

Utf-' ..,. • auef)r * ..., r eqllln rta et * Ultw-' 

-.&a& • "Jowl"-.. ..,_ t a. .Uari .. la&t.Wal-" tUl ... 

'llle W!l!! ••• Al • .,.,. la • rMeftl ayna et p••• • 
UIJ .._ P I'IM'"" wt.U S.nlt.111J be ••ln. \he a:datlae 

_,._, ..... -nl.t ... 'M 4s..la1abe4• ' fti'S.t, ot •"" .. ''-' 

-. .._ _.. r.... •ttt-' ao.,.._, Til•, 1\ baa ._ ,...,.._, 

"""'' ..u- ,., ... w ..- "' utt-' •• " • =• t~oe r.-...1 

O..W I la MllMtlil& .._ - Wla ... tllat all-..,...._ 
u reM• ,,. .. liJ' 41ft••• ..... Ia * .... et - ._. 

. ,.,.. .. 1 ...,.t.- -
l\ a.. .._ . . ..... .,., • r.....u a .. a 

rr•~•-•s .-.. .. .. leW e,....nt.ea l1 •~~a• Ull r.-.1 o..•-' 
a-- et .-res--- • \a., • ._..- -• till 

. .... 1-- ........... -tile ,.._1 •• .. ~ 
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tlmMl\ - d ...,u .... ~- 1t , .. ,... t.M .,.tn-

-' tf • • tl-1 •_.•Ill• ... 11f ot - laTiac tu 

lLlp.ft ,..,._a. l.lnl of al>Uitt' • • ,...u. -ru-. 
!MJ .-..w ...,ro_. -" tile , ... ,.1, state or 1.-1 

o..w u •• ,,.., "" t M -u-1 u.-n •' wee. 

'!lltf IM l t liM'e •• 1• .. • • )'•l'o .... .... lal>l)' - _, 

t~~ne, Ia •talk \1 llielt .,..,..,, """ ,...,.... • re,.rl, 

1114 ... lt , ....... u .. pNflW , ... ,.., ...... 1M 

,__._ rtl .. a..lttlta •101• l>t " ..., -- t.e-. 

sw• lal titttl JftW.• le 1'- --. -sn.u- .,. 

1 $1 ' te 0........ I , .,... .. tloa\ C 5 - _ .... , .. 

_,,... " .~ • c ...... 
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0111' \ t llallaa ......... I -U. put ...... ~ .. tile 

Met-• .. .r.., .._._. ._. • l.-lt uw * r.-.. or u. 

_. "" ,_ - =· 
IIA .. l.alll, .-t.U PD'M•Un1u \eke t- tto "'-' 

,.,.... , •• ~, ,. 1M4 .... , be .... ~ MltooftlMat, ..... 

• l 2 
v.J 

lt 11 ·~ \Mt w _. reMllsta, tMe tile p~tlt~ *' .tlulir ftlaa. 

pe '' HM ts • ., ''HZ'·· n. ~' ._ .-.. 

h ;u sufilll '-' u 11 an.., , hl u.at 1t uu ... , .u 1ae 

- &atlla,.U.tosM_ ...... tt ... ,... .... -
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an :raue - ., • .,., -·· IIIIa * tu _._ '-• _ Ia 

, .. ...,. ...... ~- wt..U. , ... ~ \llat IISPt 0\llotnUe 
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111 a - aolftlaW \0 - &lie leut '-flaM 418\u~-· 
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i{MJr: 

Operator: 

HMJr: 

0 : 

HUJr: 
c:dward J. 
Noble: 

HUJr: 

N: 

!!).!Jr : 

N: 

HJ.!Jr : 

II: 

iillJr : 

N: 

H:.!Jr: 

N: 

l!liJr: 

!!l.!Jr: 

Hello. 

IU'. Noble. 

Right. 

Go ahead. 

Hello. 

Hello , Mr. Secretary. 

April 11, 19:59 
4:32 p . m. 

I'm sorry, but I ' ve had one of these days. 

I know. Well , I tell you, I Just dropped 1n a couple 
of times, because I Juet wanted to shake your hand 
and look you in the eye and tell you how appreciative 
I am. 

Well, maybe we cen do more than that and have lunch 
together not too dis t ant. 

Well, I'd like very, very much to. When you get a 
minute or two I 1 <t like I wouldn't take over two 
or three minutes. 

Well, you can have two or three hours 1f you want 1t. 

(Laughter) You've already 'been too generous. 

No. Well , we'll-- we•il get together very eoon. 
It ' s Just been trying t o do t wo days -- two weeke' 
work i .n two days. 

Well, I know, yea. What kind of -- what kind of 
weather did you have south? 

We bad beautiful weather. 

It was good, buh7 

UnfortunatelY I wasn 't well, though, the whole time 
I was down there. 

Is that eo? I ' m terriblY sorry to bear t bat. 

But 
eee 

I' m feeling 'better, and I ' d like very much to 
you and I'll get in touch with you very eoon. 
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!GIJr: 
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I!IIJr: 

1: 

HUJr: 

N: 
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Well, at &111 t.1ae at all that 7011 oan epare Juet a 
tew a1Dutee I 14 like Yeey 1111oh to talk to 7 011. 

R1ghto . Well, I'll tell you now - - 1t 7011 wante4 to 
eay -- I ' ll 111 at three o ' olook tomorrow. 

Oh, that'll be al1ok . 

Three o 1 olook tomorrow. 

F1ne, I'll be there . 

R1ghto. 

Goo4 bye. 
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Present: 

llr. Lochhead 
Dr. White 
!Jre . Klotz 

--~· . ---......-. 

April 11 , 1939 

5 p . m. 

~.Jr: You two fellows take th1s t hing standing, 
please. 

The ma1n thing that you f ellows ca n do for me to
morrow, I think, from our standpoint, ie that if we can 
have something t o get the Tripartite countries to agree 
not to dump American stocks . Naturally, that ' s t he most 
useful thing to do. I w1sh you fellows would develop 
that . And on this thing , even if you do have to work 
tonight - - I do want something by 3:30 tomorrow. Plus 
that we ought to sound them out on oommod1t1es. I don't 
know how t hat works from there. I don ' t know what else 
t hey oan sell that they own. 

Mr. Lochhead: Gold. 
question that comes up. 

That' s going to be the f irst 

HK.Jr: All right. lhen I was over there, tour 
years ago , everybody was buying certifi cates of copper. 
They dealt in copper. You could buy a certificate. You 
oan1 t buy a ton of copper, but you buy a piece of it . So 
Just •••. 

Dr. White: I t hink we ought to work wit h one of 
the boys in Legal. 

HK,Jr: That ' s all right . 

Herbert Feis asked me whether 1t was all right to 
suggest Wayne Taylor t~go down to Venezuela and I told 
him no. 

Mr. Lochhead: 
all right. 

He said outside that's out. He's 
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HM.Jr: There were three thinga the President of 
the Un1 ted Statu wanted that he waa oppoaed to. And 
how could we 1end him on a f oreign million? On the 
other hand, when Je1ee J onea aaid could he otter him the 
presidency of a bank, President of Anglo-California or 
some other bank , yea , I haYe no obJection to that, but 
certainly anything that the President of the United Statea 
or t he State Department or the Treasury wanted that W&Jne 
Taylor dhapproved -- and Sumner Welle• told me ae long ae 
he waa there he would see that Wayne T&Jlor never got any
t hing. He was through with Taylor. reis aaid he had 
hint ed several t1IIMII and 1 said. Herbert. 88 long as you 
aak me, 1 will tell you where I 1tand. 

Kr. Lochhead: Well, he withdrew it. 

HM.Jr: Well, it ' s Just as well it came up. 
it would. 

1 ltnew 

~White : You can 't dodge this thil'6· 
got to e up your mind. 

You have 

HM.Jr: It• e not a question or malting up my mind. 

pt. !hite: That's out, but other thi1'6S are in with 
it. 

HK.Jr; If you fellows ----

I>J', White: We will come at you again tomorrow. 

HK,Jr: Besides that, I went over ~o pages of mJ 
tax statement today . 

(Mr, Lochhead left the office with Dr. Whi te and 

Secretary called Dr. White baok. } 

HM,Jr: Ha.'l'rY 1 am thinking ae part of mJfwar 
- - • 1 thinking of bringing our 

Plan -- did I tell you am 
eoonomi1ta? 

! h1!al You said tour men. 

I:DI,Jr: 1 am malting progr .. s. 

the 

fbat' e a Y8f'1 sood plan. 1 think 801118-

Dr. !h1te: 
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thing is trying to be put o~er on yo• on this Venezuela 
bus ineu. 

IDI.Jr: 
over on me! 
t o give me an 

Before the State Department pute something 
Do you know the Attorney Generel ie goi ng 
opinion on thie Munitions Control Board? 

Dr. White: A favorable one? 

361 

HM.Jr: I don' t know. I have no inside informati on. 

Dr. White: I think it is going to be favorable . 

RK,Jr: I t hink eo too , but nobody hae told me. 

Dr. White: You are also going to get a ruling on 
t he Bilk th1ngl 

HM,Jr : Yea. The President said so, and we will
1 get a rul i ng and then with fire in our eye we will do i t . 

oOo- oOo 
• 
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TREASURY DEPARTMENT 

l ftrft'eR O PP"ICC t;OWWUHICATION 

OATW April 11, l9S9, 

To Secret&%7 llorgentbau 

• •oM E. H. Fole,y, Jr. 

Rei lloses L, Annenberg 

I have given thought to the subj ect which ,you raised in our 

conference ,yeat9rda,y about the adrtsabillt,y of a discussion between you 

• nd lotr. Gifford . It would seem that if tho subject is taken up with bia 

eold, his position would be that his COlllpaliY cannot undertake tc be s pollee

en on behlllf of the Gove rnment; t hat the Government should prosecute 

Annenberg first and than the company will follow up with appropriate aet1on1 

that this subject hsd been gone i n to b:y tho Pederal CoMunications Colll!11ssion and 

by the company's attorne,ys, and the compan;y does not believe that it can 

validly refuse t o give service, and furthermore, that there is insufficient 

evide~ce to suppl)' the co::lp&'l)' w1 th an adequate defense against an:r cl&ia 

~or daoagea or o ther legal. action to coapel t he g1 viD8 of service tc Anneobe"i• 

In ort'er to break do"n t his resistance {which 1e undoubtedl:r largely baaed on 

the finAncial profit to the co:npan:r deriving t'ro11 the Annenberg business) it 

•oul.d scom tbat t he tilling and the eirowutances must be such as tc le••• 
Mr. Gifford no other alternative than to auociate his compan)' with ef forta 

to suppress tho gambling business . From the point of view of the case itself, 

the value or a cessation or the wire service busineae would be tc break down 

tie unwilliii8Dess or witnesses tc testifY on Mhalf of the Govenuoent; it t.be 

wire business goes, the IIOrale or the J.nnenMZ'i organhation would be ao 
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sba ttered as to shake tbe contidnce or tbe aplo;,.a in the iDrlncibill t.7 

or t heir bosa. 

It eaeas to me , therefore , tbet when the District Attorney i n 

charge of the case, or our men on hie atart', give the word t hat the grend 

j ill')' bee reached the atege when a body blow 1e neoeaaaey, and when enough 

haS been developed or an indisputable eharneter with which to contront llr. 

Gifford , you should be eo notified. lou aay perhapa at that polnt wiab to 

consider whether the Attorney General abould not be associated with you i n 

order to exercise tbe strongest presaure1 it would seea that not OD.ly lllight 

a ease have been developed for legielation but possible erillinal rlolatione 

on the part or the telephone company of P'ede ral, or a tete , statutes llligl.t 

also have been made out. 

I note from the files that on October 17, 1938, llr. Oliphant 

prepared a H at or suggested ques tions for a ei.llilar purpose. Subject to 

your approval, when tbe t1ae is ripe tor conYereation w1 tb llr. Gifford I 

shaJ.: go over Jlr. Oliphant's letter for tha aue purpose. 
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TREASURY DEPARTMENT 

I NTER OFP1CE CO MMUNICATIO N 

DATa 

TO Secret~~enthau 

~r . Harf//1 f A OM 

364 
CONFI DENTIAL 

~~""'-

April 11, 1939. 

Subject: Field Trio Notes Visit t c t he Sec1•etary or - - 0 ornorat1ons Fur nishing 
the Trea sury IYi t h Confidential liew 

Orders Figures . 

GE!IERAL CO!!:~NT 

1 . Coverage . I talked with 24 people representing the 
renorting companies . I d i d no t get ~ complete coverage, as 
some of the people were absent from the city and some \'Jere so 
located t hat time would not permit a visit, but at least one 
~Ol"J)orr tion of eacl1 i ndustrial classification was intervi ewed • 
• hose corporations which I did not see for one reason or 
~<nother could be taken care of i n a few wecltend trios , if such 
is your dee i re. · 

2 . Willingness to Coooerate . All t he coroorations were 
not onl y willing to cooperate i n suopl :;ing t he new order i nfor
oation on a confi dential basis but many went out of their way 
to eh~rese t heir feeling on this point . ~hey were pleased to 
~now that you were us i ng t he information to follow the general 
cusi r.ess situation, and felt that any information t hey had 
should be made available to you. Several of t he corporations 
Rnolo~i%ed for earlier inquiries they had made a&Y~ng whether 
or not r:e s t ill had use f or the information they were sendine; • 
.li tl• the experience t hey have had i n the l ast few years they 
felt confi dent t hat t heir information would be kept on a 
strictly oonfi dent ial basis . I nternational Harvester Company 
was particularly pleased with regard to this aspect . They told 
~e that some years ago they suppl i ed a governmental department 
wi th this information, and one day it came over the New York 
t! cker tape • 

J . Some New I ntoraation Secured. I round two new types 
or i nforma t ion which f think w111 be useful i n analyzing t he 
business picture . 
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a . The Air Reduction Company Will 
a series covering only their oxygen sales ~ply us with 
correlates very closely with steel const~cti s(series 
~~drogen gae are used in acetylene welding ofo:te~ff~en and 

b . The Standard Oil Company of New Jersey has 
another confidential series which represents 8 1 f f 
oil for industrial use only. a es o uel 

365 

4. "Business Appeasement Program• . Many of t he cornor
ation executives felt that t here was a large volume of potential 
private s pending which would come out with the establishment 
of any longer term business confidence. They explained that 
everyt hing today was done on a spot basis . Many of them 
e:~.-pressed keen disappointment i n the ups and downs in the so
called •Washington business appeasement program• . All of 
this information was volunteered. I made no 1nqu1r1es on 
these pointe. Several executives expressed gratification 
with regard to your recent statement on the Soci.al Security 
Act . They felt that this was a tangi ble move in t he right 
direction . 

5· Business Situation. 

a. Stock ¥grket . I found no corporation executive 
who could offer any explanation of t he stock market react ion 
in terms of his particular business. Some of t he executives, 
howeve1·, were apprehensive t hat the stock market might adversely 
~ffect their business trend. The only explanation t hey had with 
re&ard to the stock market behavior was the unfavorable foreign 
situation and, to a lesser extent, the occurrence at the same 
ti~e of disappointment with regard to t he 'business appeasement 
program•. I f ound no corporation executive, however, that 
felt that the European situation had particularly effected hie 
business decisions. But most of t he executives added that if 
business were really booming t he case might be somewhat different, 
as now practically all business is done on a very near term basis. 

b . Inventories. I found no business that had any 
inventory problem. In fact all of t hem felt unusually secure 
in this respect. 

c. Volume of Business as Between Types of Corporations . 
I found no corporation which has, as yet, changed its budget 
estimat e of business it expects to do for t he year. 

appeared 
e~ple, 
t .'\St not 
sa.ce was 

( ) Consumer Goods. Business in these lines 
to b 1 • ood Sears-Roebuck and Woolworth, for 
wereev!~?e~thu;1aetic. Sears-Roebuck poi~t~dto~~ 
onl 11 ht consumer goods were selling we u e 
tru! ofgbeav1er lines , euoh as electric refrigerators. 
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(2). Electric Eoui oment . There is e good upward 
trend in both the light and heavier lines . Orders in this 
industry cover a broad range of economic activity. 

(3) . Aut omobiles. The eutomobile comnanies 
'Vsre optimistic but somewhat apprehensive for fear the stock 
mar·,:et would adversely affect automobile sales . This was 
oprticulerly t r ue because the recent weekly sales figures wer e 
indeterminat e , one week up and the next week down . {However, 
pore recent sales figures which have just come to r~nd show 
e a:~rp upturn. A speci al memorandum is being prepared on the 
auto:eobil e a i tua t1on.) 

(~). Steel Comoe.n1es . Orders are less than 
cnticipnted earlier but United States Steel is opt~.mi&"Cic , 
f eel i ng the.t the orders will be forthcoming. All ouslness 
is on a s pot basis with no forward buying. The inventor.f 
sltu~tion is good with no stocking anywhere along the line. 

(5) . Rail Eouioment. Busi ness is very low but 
p su~stantial imorovement is exneoted if carloadinge increase 
subs tant i ally . Because of t he present condition of r ailway 
eouiryMent , r ailroads would be obliged t o increase purchases 
shnr9ly with any substantial increase in carloadings . 

(6) . ~scellaneous . F~rm equipment, communications 
cononnies building eupoliers, oil companies , offi ce equi pment , 
~tc : are discussed briefly i n t he individual company reports 
which follow. 

I:lDIVIDUAL co;:?A:;IE:S 

United States Steel Corooration - - Ur . Vogt , CoiD?troller. 

. 1 than was expected earlier in 
New orders ere somewnat eea tlmlstic and exoected the 

t he year, but l~. Vogt said he was op Eurooean situation 
unt urn in orders would be reoumed .h I~ !~~ld become accustomed 
woul d e1 ther clear up or buein~~~ er 

8 
improvement in business 

to the ai tua tion abroad, and w som ot entlali ties in t he 
confidence , he thinks that there are ~allv good business level . 
~resent situation to produce an espeo • 

i substantial amount of 
~e pointed out that there s n dustr once carloadings 

ootent1al business in t h e railroad ~~ he ~aid, all business 
tho~ a material increase . At pre~e ' rd buyi ng from any source. 
1s on a spot basis . There i s nioo nt~ary or stocking anywhere 
M·1 he. b cti callY no nve b i s .. ere a sen pra d th l!QJ)Ortance ot us nes 
P~ons the line. He streese e 
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confidence of the longer term sort s tha b 
t hey had a basis on which to move ah~ad t ueinees would feel 
he mentioned t he relationship between ~ve~~!h~s c~n~ection 
He thought much could be accompli shed along t~s ~~ne ~;inese. 
Gover nment a nd business really got bet ter acquainted. 

General Electric Comoany -- Ur. Perry Assistant t •·- ~ 
Chairman of t he Board. ' 0 

..... . ., .. ope, 

New orders he.ve s hown a sharp increase since t he first of 
t he year , inor~asing to a weekly level of $7 mi llions plus as 
compared with \plJ. millions plus at t he low point of 193g. The 
i ncreases have run more or l ess uniform t hrough all linea both 
l1~;ht and heavy. He est i mated t hat 15;; of t heir new orde~s 
hl>.ve come directly or indirectly from Government business 
csinly through the uti l ities and t he marine business. ' 

~. Perry s ai d that Mr. Swooe was glad t o supoly you with 
t he new orders figures but bad asked him t o furnish t hem in 
each instance only on a written request. ( I wri t e fo r t hem 
each week . ) 

General l!otors Corpora tion -- Mr . Andersen, As sist ant to Mr. 
Sloane, President; Ltr . Hayford, Economist, and !.!r . liorner, 
St~.tistician . 

General Motors wer e s til l betting on a 3·5 millions ca r 
yepr, which is t heir early year estimate. They were somewhat 
a~orehensive that t he stock market break olght adversely affect 
automobi l e sales . The oresent weekly sales figures were i ndeter
::lina t e, with one week up and t he next week down, etc., but they 
were hopeful that the weekly figures would soon establish a 
trend. ( Weekly salee figures which were forwarded to us foll ow
inc this conference have shown sharp increases .) They pointed 
out t hat the weather has been unfavorable to automobi le sales , 
but !.!r. Andersen thought that spring and warm weather would 
soon es t ablish an upward trend. 

~erican Tel enhone and Tel egraoh ComoanY 
St at istician. 

l!r. Andrews, Chief 

tr . Andrews felt t hat general b us i ness was ~ow mar Ling 
time . He did not view this with any alarm but t nought 1t was 
rat her a favor able development, as it wohuldAme~ :~t ~~~"~tee 
would probably l ast longer. In making t e · • • we 
estimat es for t he current calendar year they a ssumed business 
1n 1939 would be 15~ hi gher than in 1~3g , and h~ could see no 
r eason tor modifying t his estimate . He views t ne present 

• 
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J~ting period as merely delaying t he expected ria I t 
hie opinion that there w 111 be 11 t t le capital good:· exoe.n=~~ 
oh18 year . He pointed out t hat their toll business whi h in 
n good business indicator, was doing well . ' c s 

American Locomo tive CompanY -- Mr . Dickerman , President . 

They have no s team locomotive orders , only some for diesel 
1oco1notivee . The parts business and t he car orders are going 
fnir . This , he held, was usually a good sign, as these orders 
ueu~tly proceeded locomotive orders . For his business he 
eY.pected 1939 would be about like 1936. ·:lith t he develonment 
t?l:1ch is now taking place he 1B still looking forward to" some
-~.t tho same curve but with the rise delayed 30 to 6o days . 
ne nointed out t hat pr ofit for this year on the locomotive 
"uusiness is out of the QUestion unless order s coce i n soon, 
p s 5 to 7 months are reQuired to bu~ld a loco~otive . 

Lr . Dickerman spoke about the disaplloint ment of t he 
• npnensement program• a nd sai d that he thought businessmen 
actually had confidence t hat the busi ness accord would be 
c~rl'isd t hrough t hie time. He thinks the next 30 or 6o days 
~till hold t h e key as to tvhat t ype of business year 1939 Vlill be . 

J.:r . Dickerman eophasized the grea t d1ft'1cul ty they vtere 
h~.v1ng in securing foreign business . He said he had Just 
recei ved word from a rellresentative ot his i n Portugal t hat 
t hey ~~d lost some prospective Portuguese business to t he 
Germans . He said he would not know the exact details regar~ 
ln~ the case until his man returned, but f rom what he bad 
heard he suspected that t he I tallans did t he t'1ght1ng .. 1n 
Snain and t he Germans were now taking t ho business . ne 
susnected t ha t t he Portuguese Government felt it i mportan t to 
ct•y on good terms with the Germane , and t he Ge~~s, therefore, 
:-ere able to secur e this rail.:ay equipment business • 

Air Reduc t ion Col!ll)anY - - Mr. Davidson, Secretar y. 

Their business is good in all parte of the countrY except 
in Oluahoma and Te::tae. He offered to supply me vtHh ~ales 
ser ies which would include only their o~e~sa;~~h s~ee~ 
ser1ee , h e poi nted out, correlatefe vt~~ ga~ i~ acetvlene weld-
construction because of the use o · 
1nr. ot s t eel. 

1 r ef lected his business and 
He sai d that his feeling mere Y 

:1e was optimistic . 
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Johns- Manvill e Coroorati on -- Ur. Roberts , Vice President and 
Trensurer. 

Their budget s were based upon an exoectation of a 15% 
increase in business in 1939 over 1938. · upon his own volition 
he talked a long time about t he i mportance of good relati on
ship bet1veen Government and bus iness, digressing often into 
general economic problema, including taxes, labor diffioul ties 
and labor r ackets , etc . He indicated that he was discussing 
these general matters in order to emphasize what he t hought 
was or tremendous i mportance, t hat of working up a longer term 
confidence in t he minds of busineesmen. He oointed out that 
~hether thie is rational or not , it is what inakes ne11 orders, 
nnd he is convinced there is a tremendous amount of ootential 
business once this confidence is restored. It is his feeling 
that the President could develop a long term business confidence . 
He does not feel t hat the s t ock market reaction will affect 
t heir business, which, to a l arge extent, ie dependent upon 
construction . 

Internationtl Busi ness Machines Corporati on -- l.:r . Lank, 
Comptroller s Office . 

This is one corooration t hat appears t o always J't.ave a good 
volwne of' business . · In fact, only tVIice (1932 and 1933) s ince 
1925 ~s t heir net income tailed t o exceed tl~t for t he pre
vious yenr Their difficul ties 11ere not concerned with lack 
of busines; but rather in transacting business, particularly 
in the foreign field . I . B. ll. conducts business i n a large 
nu·Jber of foreign countries, about l/3 of their total volume 
being in t he foreign field. In this field t hey are experiencing , 
ns one mi ght i magine, serious difficul t y in connection with 
exchange controls, Geriaan propagandA, etc. 

:1 ··~e~s!t~e~rn~U~n~iognn~T~el~eg~r~a~p~h~Crro~m~p;a~n~x -- Ur. Rahde, Ass istant ··-. ~ K v·i ce Presi dent and Comptroller; ~· Co~ptroller ; Ur. Me ay, 
::oor e , Statist ician. 

L~ . Rahde f elt that their tolin~!~ureR~~~~=:~~~~~ :~ch a 
excellent composite of generai1bu;luotu~tes over a narrower 
very broad coverage it naturiad Ytry as for example , the 
range than some i nd1vi duel n us • • 
steel industr y . 

i out to tell oe how much 
Ur. Rabde took considera~~ee~a~:ment with regard to 

he was i mpr essed by yourJ"eeceity Act. 
revis i ons in t he Social cur 
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kJeri can Car and Founciry Comnnny -- :.lr. Hardy, President . 

Thei r railroad equi pment business is at a very low level 
but Ur. Hardy teele there ie a lar ge p ent-up demand for rail-' 
road equipment once the railroads feel t hey can go ahead. 
ThiS will depend to a large degree on the curve of railroad 
cnrloadinge . 

L~. Hardy eaid he t hought he could get quite a l i ttle 
business it it could be adequately financed . He had just 
come back from a conference wit h llr . Rentschler of the 
11~. t1onal City Bank . He ea1d he was a t tempting to wor l:: out a 
o~sis for financing s ome prospective business he had in the 
ruL:in&· Financi ng has been causing them considerable difficulty. 
rost of t he equi pment is now sold on a lease contract, and he 
felt tha t t he situation would be greatly i mproved if some 
!'i!:t>.ncing company would take over the credit risk, e.s he felt 
1~ilroad equi pment companies were not equi pped to act in a 
b~nkinG capacity. I n fact, he t hought t hey had already done 
; oo cuch of it. 

J!r . Hardy said he knew your fat her, and I tol d hio I would 
ocntion h i s financing probl em to you. 

Stend{lrd. 011 Conme.ny of New Jeroe'y -- I.Ir. Blood; t:r . l.loore, 
Stf.t111 t1 cinn . 

::r. Blood nointed out t hat J anuary was down from December, 
r ut he did not feel t hat he we.s particular ly equipped to express 
t>n opi ni on on t heir business outlook. 

He nointed out t hat a series which t hey r~ve worked up, 
whlch includes fuel oil for i ndustrial purposes only, i~ a 
eood measure of business acti,~ty . He agreed to send this 
seri eo t o me . 

Assistant to the Pres i dent . 
~nc ~exas CompanY -- Ur . Puyyer , 

The Texas Company 1S mainly a e;a sol1ne compan~ . They 
b bout 61 ebove 19)g• At 

e:~eot their 19)9 business to e a d b;t orices are not so 
~recent t heir business volume istg~~e to lack of demand but t o 
sood . The prioe situation ishano otten 8 l i ttle out of hand. 
~ or oduot1on s ituation which s g 

L l l Assistant Secretary. 
? . 71 . Woolwort h ComnanY - - Ur. ove ' 

id were t he best business 
January and February, he sa ~ He was ootlm1sti c and 

~onths 1n the histor y ofulth~ ~opm~!c~ioallY no inventory . 
sal d t ha t t hey had a coum a e 
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A~ericnn Woolen Comnany -- 1~. Connett, Assistant to the 
President . 

371 

They have no inventory accumulation He 001 t d t 1 
•d d 1 • . -n e ou t 1at 

spring 01 ere were e ayed and they are now between the aurin 
~nd fall business , but still busy on spring orders , He · g 
indicated that because or t his delay in spring business they 
htve not had much time to even work up fall samoles and that 
the 01~ers for fall business would necessarily be delayed. 
One rea son for the low inventory, he said, was that the orice 
s1tue.~ion was such as to discourage the building uo of sneoul-
ative ' stocks. · • 

l\i,lor1oen Steel Foundries Comnanv -- L:r . Jal'Chow, Com!)troller, 

::r . Jarchow said they are now losing About half as much 
po t r.ey lost last yepr , He added further T.hat 1f everythinB 
in s i ;;ht works out fe.vore.bly they may reach a break- even point 
Go~ot1me during the year. Order s have been very low but they 
r~ve had some inquiries . He did not eA~ect much or e. volwoe 
in business until railroad carloadings show a subst~ntiel 
1ncrce.se . This, he Wtts sure, would bri ng fort h railway eou1o
ment busines s because ce.rs are not available to handle a sub
stantial incr ease in oe.rloed1ngs . He pointed out that an 
1ncrev.se in carloadin6S is what i s needed in the ra1lwp,y equipment 
business , that easy money Alone is of no help. They have no 
service or repair bueineso of any sir;nifiOClnt volune, and this 
rn"~eP. l'll to be one reason for the sharp fluctuations in t heir 
'·uc i ncss • 

.. ecent months ho.ve sho1'1n soc e u9.:ard t~end in their orders 
!~c t h e very low levelo reached i n 19JS. •he unfevorable 
~uronean situation nne ho.d no effect on t heir busine~s. He 
Pdded, however , that if t he level of orders were h1(;ller there 
eiGht have been some not iceable effect. 

Interna tional Harvester Comnany -- L:r . l!arlow, Comp,;roller ' 8 

=>ell~trtcent . 

h lv estillll'te of net seles uoon 
t:r . !.:arlow makes uo t e y~e.r • ,. is estimating t heir 

\"hich the company ' s budget is oased. ·'l:io millions, which i s the 
1q39 year , which ends Novemb:r 1 • at ~0~ $22 mi llions behind 
s•ue e.s the previous year. lhey a~: this will be nade uo before 
t r.eir budget estimate but he expec he pointed out lags about 
:;ovember 1. Harvester's business, t he downturn ~d about 6 
c nont hs behind general busine~~t~n anY ltind of a good crop he 
mon t h s behind on the up turn . to show a considerable 
e:~ects the f @rm i mplement bu~ine~sof sales. The farm i mplement 
~1c~-up from the pres~~ low et~~~ last vear, but the parts 
ouoiness is no• over ~· less -~· • 
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business i s doing much better. Their truck b 
1n some o! the easter n sections and has brou~~i~ess is g~od 
t ote.l net sales above a year ago. Their buaines::eivester 8 

1n t he Enat and in t h;: South, east or the l.iississin~i t~v~~~t 
':he !lortlwtest and Sou .. hwest are the poorest area s.·· 

Ser ra . Roebuck and Comnany -- llr. Carney, President . 

!lusi ncss , i.:r. Carney pointed out , was especially good. 
It I"~ S beet in t he s t eel and e.utocob1le producti on e.r ee.s 
::e o:l.1d it was runnins about 30;; above a year ago . They · have 
eccu•Jvlc.tcd practically no inventories and t~ve done no s"eculp-
t1ve buying . -

Spen:~nu of t~e oenere.l business situation, he saw no 
re::-son 111'*' business should turn down. I nver.tories p,re not 
excecs1 ve and there he.s been no e::cessi ve cred1 t e':oansion 
or other ~le.djustments of which he is a~are. The two adverse 
fr ctora , as he saw them, were the low ! pro incoce and the 
European situa tion, but he did not think thF.t the European 
situption ~as in e.ny way effecting thei r business . He t hought 
t he business community would soon vtork up a sort of i mounity 
to wc.r scares. In his business not only 11r;ht consumer goods 
'out rlso durable consumer goods, such as electric refrigerators , 
were E;Oing very wel l. Residential construction, he t hinks, 
should conti nue to go up , as i t doeo not au~denly stop once 
it r ete otarted. 

~:r . Ce rney felt much could be done to i mpro\•e business 
cor.tidence by i mprovins the re1Ptionsh1n between Government 
r~d busi ness . With regard to t he business- Government accord, 
~e t hought it wps unfortunate to build u~ t he hopes of businese
~en and t h en let them down . ThAt , to hie, r.as wors~ t~An 
not:-:tnt:; . He we.s very cordial p.nd his cot:Dents on t.cese !)Oints 
r.ere volunteered. 

Some of t he gain in their business has been due not only t o 
ioprovement i n g eneral buying but also to some ot t he 1nnovl'tions 
t:'ley he.ve es tabl1shed to increase t he1r sales. 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICA'TlON 

OAT& 1.!-- I I 

to Secretary Morgenthau 

'ItO" L\r . White 

Subject: Unit.ed States Exnorts to Gennany I 

The ca:tpilation of United States exports t o ... emany of cot ton, 
""lroleltll and copper is p ven below. 

The data are taken fr<>ct the export declarations , are the anounts 
lis t ed for the week ending April 6th, are for exports which actually 
took place tra:~ 3 to 14 days prior to the ti.'lle the export declaration 
-r.as releasod. 

Exports to Germany f or April 1939 include eX9orts to Austria and 
Czechoslovakia, while the exports during Uarch 1938 include only Gennany, 
MJ tho exports for February 1939 include Austria 8110 Sudeten land. 

Va1ue of Exports 
( In t housands of dollars) 

373 

During week ended t•arch February 

Apr il b , 1931 ~ 19'39 

Cot ton , uroanufactured (Tariff) 681 1 ,212 1 , 3?6 

.'e troleWil and products 241. 2,068 895 

r opper 41. 657 571 

All other coo.modlties 534 4,224 2 ,334 

Total. 
1 , 505 8 , 161 5,17b 
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Dear Mrs . Klots: 

DEPARTMENT OF STATE 

WASHINGTON 

April 11, 1939 

The Secretary asked it we would prepare a 

bri er i nformal memor~~dum tor h1m regarding 

Iceland. There i s not much in our tiles but 

the attached may prove or some value to him . 

Sincerely yours, 

~~o/ 
Pierrepont Moffat 

Enclosure : 
As stated above 

Mrs . Henrietta s. Klotz, 

Ase1stant to the SecretarY, 

Treasury Department, 

Washington, D. C. 

' 
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CON]'WENTTAI. 

DEPARTMENT OF STATE 

D IVISION OF EUROPEAN AFFAIRS 

April 10, 19311. 

DEVALUATION OF 'l'BE ICELAND KRONER 

Tbe American Legation in Copenhagen has 1ntormed tbe 

Department that on April 5, 19311 tbe Iceland kroner , which 

since October 11125 hae been unaltered at 22,15 kroner to 

the pound sterling, had been devalued to 27 kroner to the 

pound. 

Although it is known that tor the past two or three 

376 

years Iceland has experienced transfer difficulties, the 

Department has no information as to any recent changes in 

~he situation whi ch might have necessitated the devaluation 

ot the kroner. 
According to a report, dated March 22 , 1939, from the 

American Legation at Copenhagen, a copy of which is attached, 

early in t~roh two Englishmen went to Reykjavik ant proposed 

to the Icelandic Government a loan o! 2 1/2 million pounds 
,t!l'ff.f(AN unnamed bankers. The proceeds ,. 

liquidate the entire Iceland 
sterling t o be made by certain 

of the loan were to be ueed to 

foreign debt amounting to about 2 million pounds sterling 

and held i n England and Denmark . Tbe balance o! the loan 
was 
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was to be used as an equalization ~und to • enaure the st a-

bility ot the Iceland kroner. Due to the lack ot creden-

tials from the anonymous American bankers, t he Icelandic 

Government declined to deal with the two gentlemen men

tioned and said that the American bonkers could communi

cate with ~. VilhJalmur Thor, Commissioner tor the Ice

landic Exhibition at the New York World ' s Fair, and one 

or the managing directors or the National Bank or Iceland. 

According to a report rrom the Commercial Attach4 at 

the American Legation in Copenhagen, during 1938 Iceland's 

foreign trade showed a s light contraotion as compared to 

1937 . The export surplus, however , inoreesed rrom 7.1 mil

lion Icelandic kr oner in 1937 to 8 . 7 million kr oner i n 1938. 

Imports declined 1n value from 51. 8 million kro&er in 1937 

to 49 .1 million kroner in 1938 , while exports only declined 

from 58 .9 million kroner to 57 .8 milljon kroner. 

Iceland ' s roreign trade by countries indicates t het 

Germany is cutting in on the Br itish leadership i n the Ice

l and market, and that during 1938 t here was a decline i n 

imports trom Great Britain, the largest supplier, and an 

G --aM products, whereas in the 
inr~ease in purchases or e.~ 

case or exports there wee a decline i n value to Germany but 

an increase to Great Britain. 

In 1937 Ge~Y supplied 20.4 percent ot t otal Iee

ao it increased its share to 
landic imports, and in 19~ 

23. 5 
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83. 5 percent, while Great Britain barely kept her poei-

tion as supplier or 25.9 percent total during both years. 

The foregoing information regarding Iceland ' s foreign 

trade was compiled rrom a report from the Commercial At-

tach~ at Copenhagen . There is attached hereto a copy of 

t he February 1939 Statistical Bulletin or tbe National 

Bank or Iceland. 

~s or interest in connection with the transfer dif

ficulties which have been experienced by Denmark, despite 

the positive balance of trade wh~ch she enjoys, there is 

enclosed a copy of an excerpt of an address made by t he 

Minister or Finance of Iceland early in 1936 . 

278 
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"-- \lie sua\a waa IQ' tr1ea4 aa4 eollequa, 

~elaa BJ,u..a-, t.he lea1Aoa41o Xlahter \o De--n, 
with wh- I 11&4 quUe aa ~ea4e4 Tldt ud -er

NUon OD -\\era aeo.erelly releUJII! to the nlet1ou 

ot l oeloo.4 and Denmark to the aenenl ~peea a1\

uet1on. 

:' 8() 

lJI the oour .. of oonTerNt1on, lllllia\er BJjll'llaeOil 

related u 1ao14ent that had talcen pl.; oe upon the Tl

eit ot ~ Bnsllab sn\leaen to Ioeland duri ng tbla 

JDOntb ot Waroh, 

The nto\-nt ot the two English gentleeeo T1s1t-

1ng ReykJeTlk, Ioelaod , 1n oonneotlon with proapeot1Te 

l oena by Aaer1oaa b&llkere t o l oelend i n order thet the 

•oe lan41o gOTeraaent may PoT ott and dlaohors e lta in• 

debte4Aeea to tho gnTernmente ot Oreot Britoin and Den

mark woa ao 1ntor eat 1og t hat 1 e aked the »1o.iater t o 

nbait the enUre propoaitloa to me 1n WT1t.1og. Thia 

hea been done M 4 I hiiTe pleaauro 1n ooolosiag t.ba 

1\et-llt aa Si'f'en t.o '«:! by l.linlet.ar BJjlroaaOil• 

It. ia &'f'ident. tr011 t he etat.•eot. , aa eulaitt.ed by 

the leelao41e Miaiat.er, that the two Br1t.1eb aontl .. ea, 

one an attorney by the oaae of Jb", •--bo Wright, 

end alao 8 Mr. D:rnper, baT& aade a Tia1t to t he oop1t.ol 

ot l aelaad sad at&seet.e4 in t he oourae ot t.beir OOD'f'&r

Nt.1oaa w1 t.h &OTenuaent. ottio1elo t hat. in t.!:elr op1n1011 

·~t.e ooul4 be -d• by '!le loelandle 6CI'fe.,_.\ 

wl\ll ~ ot the United Stat.ea tor e loaa of a,a a1U1oa 

~ n.u.., whleb would 1n \us enable \be leelall41e 
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ccw•~• '- UM~~Arte all 1te WelltetaeH to \he 

Makara of J:asl-:ad u4 al• w tile ~ of D-n 

ad n••"• .... u .. u 1t~a uae of tile r..lalq 

po~10D of tile loaa tor tile etab111aat1oa of tlla 

Ioelaadlo Jtroaa, It h 11p1f1oet to oota tlla pu

t1oUa.l' .._ that \he Iaeludlo goni'IIMIIt hae gina 

to tile propoaal 1a that l!r. TllhJallll&r Thor 11 1a ... 

Torll: 1a tile .. padt:r ot a-lulonar tor \he loel&n41e 

1Xb1b1t1oa at \he ... York Worl4'e ratr aod t hat Mr. 

Tbor ha'l nentlT b- appolated oae or tile 101111181D& 

dlnetore ot \he •atlooal BaRil: or loelaod, end that 

ell baoll:ere of the Ua1te4 Statee who were 1atereete4 

1o 111.11:111& ao:r propoeoll t or e loaa -.ould aooter wit h 

h1a. 

'!'he leelaJldio Mioilter, Mr. BJ,Ira11oo, di d oot 

10 •• tu aa w apnae the op1a1oa ae to whether or aot 

hie &en'lna&at will be 1atenete4 1R euoll e propoaal 

tor a loaa, oor did lla aeeu to be intereeted 1R pree

aiq the nqueat tor aRT aacoUat1oaa or 1R aRT •T 

eaeouzaae the propoe1tioo. 

Ia ylew of the thl'&lteo1Jic ud al.JIDet a eaeo1os 

eltuation ia wb1oh nea.arll: aad Ioelaod find themeelYee, 

it ..,. be well to aot with aoae oautloa before Aaar1eaa 

b•oll:tq 1Dtenate would be eo bold •• to uollaDae t heir 

f&Yonllle poeU1• foz ~• at aa Jlll611all or Den'* 

U'e4lter w the Ioelalldio permaeot. 

Ia tlla preae of thil aona1os then appear• a 

...nu.. .._,_,. that till O.nana llaYI -de aa 

f!!!'l5H! 
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.-n•=• \e ~· IoolaMlo '"'a •• tor \llo ann. 
11.._.., of aa aonplaM llaao 1a Ioolu4. tu -

roo\aooo ot \Ilia -paper •••-• aao 1h tu-I'Oao!I1JI& 

illplloaUou will bo '--41•'•17' 'IINup\ \ o \llo a\

\oaUoa ot \lla DepaJ"UUn' •• - ea roUablo lato~ 

a\1oa oaa lie ollklaot. 

lulORJ'el 

OOpy of Sk'-' I'OMlTM trca 
\llo IoolaD41o Klaia\or 1a Oop•DIIAS••• 

8111 

JWJ/AO 

Ia q1&1A\upl1oa'• \o \he DepanMa\. 

Regraded Unclassified



COP!' ot Sb'l'IMIBT n.e1Ye4 tr. 

'1'KE ICElANDIC lollNIS'l'liR lJI COPlliBI.CEXJ 

4a\e41 IIA:rell U, l9:1t, 

In the begillllillg ot Weroh U:lt two lilDgliall 
gentlnen, tbo la'W78r l!r, Jlewoaaba llri8)lt and )lr, 

Dr11per oaae to Re:PttJnik, Ioelo.nd! ond ude the 
following propcaoi to the Iceland o OoTeruaents 

Bankera 1Jl the United St.atoa to arr!UI8e an 
loelandi o ao.erament l oan or 2 l/2 Dillion pounde 
aterliAg on t aYoreble toNe, The lli:IOUDt or the loan t.o 
be ueo4 to pe,y up e ll torei«D loe1Md1o OoTeruaent 
lOMe ( 1Jl Bbgland cnd Den:u.rlc I IIJliOUDt.1llg to a bod 
two million pound.a 1Jl ell. The reat to be a eon 
ot equeliaotion tund to calce lt poaalble to keep the 
o\ll'Z'enoy or the Ioelandlo Kl'o.na at.abl e , IIODJcins poa
aiblo a ore t reedaa or tn~de t hen hae been the oue 
dur1D8 the laat yeara, 

Aa tar •• I lcnow, pertly rroa the loelandl o 
newapapera, partly troa telophonlo oon'feraation wi th 
one ot the Ioel a nd1o M1n1atcra, the two ~1ab 
gentl emen wwre not diapoaed to gi'fe tho Oo'fernment. 
tho n~e ot t.he bnnkera 1D U. G. A. who they aoid 
were willing to gi'fe euoh n lonn. Under thoao oir
OIIIDatonoea, and oa they bad no ot her orodent.iol u, t .he 
Go'fernmont r oplied t hot in t he ooae t he aaid bonker s i n 
u.s.A. w1ahed to negotiot e o loan eo proposed, they 
could o012UD10ote with lOr , TIUhJ&l&lr Thor 1D Uew 
York, Ur , Thor 1a eo.aiae1oner t or the Ioelandio Ex
hibition ~or the Jlew Tor lc World'a l e1r ot lt3t, and 
baa reeently been a ppoi .nt ed one or tbo IIBJIAI&ins di
rootora or the Hations l Bank or Iceland 1roa the end 
ot tbb year. 

Maroh 22nd , lt:lt. 

8'fe1nn BJ~rnaaon. 
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STATISTICAL 
BULLETIN 

Vol. l. No. 2 

f'ehu~rv ltlt 

IISUeO MONTHLY DY 

THE NATIONAL BANK OP ICI!LAND 
AHD 

THE STATIST ICAL BUREAU OP ICI!LAND 

Value of Imports and Exports.• 

lm,orl• 

1000 ""· 

E..,. ... 
IOOOb. 

'•'•'"' •' ...... c-) or t!• p. C+) 
1000 h . 

Month It'll f ltH 1n1 I ,.,, ,.,, lt:Jt 

)•nu••v ..•• .. .••.•. •.•• . •. .• 
Ftbrllt ty ••• . ••••• • ••• •.. •. •• 
Mnth •••••••••• •.• • •••• • ••• 
Apr~l ..••.••••.•••••••••••. • 

25S6 3 254 I 419 1 - I 137 - 432 
4 178 3 619 - $$9 
3 132 3677 + $4$ 

282'2 

4471 3470 - 1001 
712J 3601 -3$22 
SIS7 2640 - 2 511 
4219 4 29> + s 
3977 7$$9 +3iln 
3642 6719 13077 
3$41 8226 4671 

.... , ........ ............... . 
1-· ........ ...

............ . 
air ••..•• ••••••••••••••.••• 

Att .. t ........... .......... . 
Stp!t:•t.tr ... . .••••••••• •. . .• 
October , • , ••• , •••••••••••••• 
Novtmbtr • , •• , •• , • , ••••.•••• 
Dt<tmbtr , •• , •• , • , •• . • .•••• • 

3 702 6 644 2 942 
~ __ 2s.!a84~l--+-:+u2;::S6~•.1 __ _ 

Tolll 49 102 - 67 762 - + 8660 

E po I of tho most 'mportanl Arliclet 
X r s I . 

c ....... , Val•• (P.O.O,) 
100l lir . 

J-:l"f l ).-..., , . ... .., )U-*f'f 

ltll '"' 
.. ,. l •• ,. 

Cl.,f,,h •••••••• .•. •.. • •.•••.••••••.•••.• ·- $39 636 ::I ,.. 
Sthtd f1•1!1, uncur·ed ..• , , •... , ••.• • • • • • • • • - 396 791 213 

r'rttlL hth (on kt and ftoun) •.••• • • • • • · · - 2102 3 816 663 •n 
Stodc·fatl\ •.• •. • . ••••• , •••• , • , • , . , • 1 •••• • 

- 1 41 • 23 

titruna turt"d •.. , •• ..... , • , . . , , •. 1 .. ,, .. barrtls 2$46 9098 17 37& 

Cod h .. t r oil . •. . ••• .. • , , • . • , • , .. , • 1,.... lorts 208 269 139 111 

~:d ~""' ~il o 0 , o0 o o oo , 0 , o o 0 o o o I o o o o o o o ' " 
- • • • • 
- I I US • 399 

UUIII Oil • . .• .. . .. . .•• • . ••.• I • •• • • •• •• • 4S I 166 32 382 
Hurirg .nd f'i1h mul ........ · • • · • • • • •" • -
Rott.. "hed , .• .•....• , •• . . I • • •• •• • • •• •• 

b~rrrl• • 12 • • 
M•tlf''\ Mhtd •.•••• .• . .. ••.•.••.••..•••• - 136 

., 12 & 

~·~~ :1 fr~&U ,, ••••• ,, , ,, ,, , ,, , , •• ••• ••• 
lo.a• 40 77 42 eo 
- I s 12 $6 ttr (,1., ................................ - 13 ' 32 12 

~ ......................... ............ _...t s I 22 41 
S ~ .-.t~~:~. l .teen-u:lted ........... • .. tll • 8 • 36 II 
~,., d i 111, va.b.irtd ••••.• •• , ... , •••••••• • tom 
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,.orelgn T r ade wlth vuiou • C '•P<Ht ountrfee. 

, • C.l .. f . VAl- (1000 fEr., £.: ,_.., ,.... ....... , 0 • • \'a:.-
... IUt 'T J•-..ry C1 .. \r.J 

S.lti~am •• •••• • • ••. • .. 
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The State Acc.ountl for the ye., ltlt. 

Tht following provisional st•terr.tnl of tht ttalt accoun•.s for 1hr \'ttr 1931 • 
bued on dttl ilt Ml forth by the M initltt of ftnance t t'l * hit ·~c .. o.a occ1»o. cf 

aubminint the bud;et propou1 for 1940 to the newly optnt-d ltuon of the A:lbt. 

Cur~rtt ""'""•· 
Taxes . ... •.. •.. •.. . .. . .•. · · .. 
Customt and exci1t: . • . • • . • . .••• 
Oabnct on State Ut\dert;~king,s • • 
O ther UIVtnue • •• •• , ••• • . ••• •• 

1000 "'· 
S428 
9607 
3637 

636 

Cutffnl • • JN"IIIturt. 

lnttrtll on Slate debt . ... , .•• 
Althmt and Ctnlr11 Adthit~itlrahoa 

Justice, police etc ....• . 
Public 11"hh , ... .. ........ . . . 71ll 

Commut\icationt . . • .• ••.•••• , , , 31t9 
Chu1ch and education , .. . . . . . U9"3 
Sdence, lileratufe and a rt • . . . . . ~ 

lndl.ltl rill aHairt • • . . • . . ...•••. 37S3 
SO<ial lfr.lrt .. o..... ... .... .. USS 
Pensions . o o • • , • • • • • • • • • • • • • • • 363 
Mis.cellaneout . . . . . . . . • .. .. • . .. 689 

Surplut o..................... I nt 
T osal 19 lOJ 

c .. ,. ••• ~·pt*.,i"•"'· 
Reduchon of the Nattonal deltl . •• 

C• pll•l u·•to•••· 
Repaymtnta of advncn. v.alue of 

told IUtlt tiC. , , •••.• • , , , , • 606 lnvt1tmtntt, advanctt etc. • • • • • • !»S 

Deficit ••.••.••••.•..•..... . .• . I 335 

Tot;al t 941 Total t9U 

The turplus of the current accoul\1 surpuses the dtftcit of the npit;al J«<Uill 

by 386 thout. &u. 
At the end ol 1938 tht tot• I N•tional debt .tmounted 10 ~6 449 thous. lcr. u 

againtt 116 639 thout. lo~r . at the end of the precednlg Vt81t. 

The 10 lugetl Savings Danks 

o....... I ..... 
1000 1tf. 1000 1tr. 

e .. _, et Moath 1U7 19U 19)1 t•ll 

)aftuary • •• , • 709~ 81S6 6238 7077 
febn11ry •••. 7116 8 118 6320 7168 
Mar~h ....... 7 182 8126 6299 7 128 
Apnl •• o •••• 7106 8 liS 6286 7 129 
May •.•• • .•. 7 155 8137 6405 7110 
~une •••• • o •• 7 3S2 8227 6468 7201 

uly •••• 'o. o 8013 8439 662S 7 166 
Augu11 • o • •• 0 8836 8 792 6773 7 268 
September ••• 8085 8600 6 882 r 659 
October ...•. 7 634 8423 6688 7619 
Novtmbtr ••• 7993 8 107 6 775 H32 
Otctmbtr , •• 9 Z74 8 859 6959 7658 

Unemployment in Reykjiivfk. 

The number of persons '" 
vUt ftQIIItrtd u unemploo,·td at 
undermtnhontd dates. 

1931 • • 52~ 
1932. . 510 
19:13 • • 613 
1934 • 544 
1935 • • 599 
19J6 • • $96 
1937 . • 789 
1931 . . 690 
1939 . . 47J 

~9 lOt> 
205 6ll 
268 216 
190 390 
432 2S2 
720 22o 
28'2 1~9 
345 31 o 
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I han now talked about the Balance ot Trade ot the Year 

~ ~· ' • i . , 
w • • 

, and the export a and i~orta, but aa 1a generall;r know 
are aevera1 other things to be oonaidered, when eetiaat1n 

rtnanoial statue of a nation on the whole, !here are aeYer:i 
Dl1118lll e that have to be aade to other nat lone, others than di

tor goode. It ie ve~ difficult to realite tull;r how large 
pa;raente are, even though eeveral atteapte have been aede at 

... ,.~uo out. The Comaittee tor Trade Organization gave a report on 
ect 1n collaboration with a Swedieh political econoaiet 

here tor that purpose. Attar having finished ita in
tone, the Com.ittee fave the opinion that in the :rear 1934 
erenoe in eo-called inv1eible• patmente he4 been untavor
about 8 a1ll1on kroner, With these P«THnte are on}¥ 
pa;raente of 1ntareet of fore ign loana, but not 1net~nh 

1neta~ente go t o decrease the debte. Th• co .. tttee Wal ot the' 
1nlon that U' the Balance of Trade waa favorable b;r 6 aUl1on 

IUI)ner, foreign debte ought to remain unchanged, In the opinion ot 
the Colllllittee, interest on foreign l oana aaounted to aJ.moet 8 a1ll1on 
uoner, and thie conoluaion aade b7 the co .. ittee oorreaponde4 to 
the opinion that other pa:raente to and troa foreign oountriea wuld 
~ almoet eYen on the debit and credit aida. !heee pa;r.ente are 
aoetl:r coat ot traveling t or Icelander• and tore1gnere, trelgbt 
and insurance preaiuae. Th1e •a:r be considered b;r coapartnc ohanc•• 
or the national debte to foreign countries tor a certain period wlth 
the Balance of Trade. I have compared this trom 1931 and to the end 
or 1936, and the 1noreaaed national debte, 1n addition to taYorabla 
balance ot trade during th1e period, 1e on an anrage 8. ~ a1111on 
kroner eaoh :rear, and thaUOught to ahow 8,5 a1111on kroner det1o1t 
oo the 1nvi11ble pa;raente during tbeee ;rears, beddee 1netalnnte 
on rued loana which go to the decreaea ot the dabte. It 11 not 
poeelble to coae to an axaot reeul t in thle aatter, but theee 
Uguree ehoul d not be tar trom the truth. But at the eaae t1H it 
ehould be borne 1n aind that the .. lnYhible pa:raente are inoreae-
1ng. E.g. thh ;rear will be added inetalllente on the loan tor the 
electrtctt:r worka at sog. Further, there have been erected tao
tor tes aga1net loena 1n the lut tew ;rears. On the other hand, ver:r 
few or the older loan• have been pald ott :ret, aa lt 11 a coapara
t1ul:r abort tiae etnoe the7 were taken. It •«7 therefore be 
taken tor granted that in the future, these pa:raente auet be eetl
mated higher than before. the 8tat1et1cal Bureau are Juet now 
•akt ng epeoial lnveattcatlone 1n th11 connection, and I upeot that 
•lthtn a short tlae there will be available a better eurve:r ot the .. 
l attere than 1t has been possible to gin hitherto. It h further 
correet to obeerva that it no l oans are taken, the dltterenoe be
httn exporte and 1moorta shou ld &llount to a lUll that would liMe a 
real deficit on the lnvlaible p&T~~onte, an4 thereto added contracted 
1natalaente on debts. fb1e would indeed be getting further than to 
an ordtnar;r balance ot pa:raent ae the debts would be decreaeed. 

The Roason1 tor p1tt1oultr in rrantter 

Now I ooae to the ourreno:r trade. I can 181 that I am certain 
that 
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that durlng the paat year the Balance ot f!oade hae been ta•orable 
100ugb to •eat the detioit on 1nYie1ble pq.enta. Not leu, when 
t~ing into eoneideration the tact that in the i~orte ere 1D
cluded iiiPorted goode tor the taetoey at BJalteTri and the laet 
goode iiiPOrted tor the eleotrie1ty wort. at Sog both or which ue 
pdd dth borrowed •oney. But there ere enerai reaeone that 
explain wh'T the currency trade hu been eo dittlcult 1n 1937 and 
10re dtrtloult than one would have thought considering the t1guru 
of the iiiPorta and erporte. I have noticed that eenral people 
have d1ttioulty in 1lnderatand1ng thla, which 1e aleo conceiYable. 
~~ main reaeon tor these ditt1eultie8 in the currency trade i8 
that dur ing the year, a credit balance or the export ere uount1ng 
to almost 2 •1ll1on kroner haa gathered in Gera~any. The reaeon tor 
thie le again that the axportere han been Yery eqer to sell their 

0oode to th1e country, partly because it baa been lllooeeible to 
eell eoma ot the goode anywhere else at the particular tlH at which 
the7 had to be dhpoeed ot, and pertly because the dltterence 1n 
prloe hae been eo great, that 1t hu been considered i11Pose1ble to 
refuse selling goode there1 _although it could be torueen that a 
certain credit balance wou.&.G ha'f'e to be lett there tor soae t1me. 
~ther, eyeeybody concerned, coneidered that the herring oil would 
~ eold CDUch earlier than hae been the eaee, and that eoneequently 
the increase ot the credit balance 1n Germany would not cauee eo 
auob d1ttioulty in the ourrenc:v trade ae has been the case. A 
r~tber reason ie that the credit tor goode bought 1n the •clearing• 
countries hae been decreased or eYen withdrawn in order to be able 
to aell the credit balance or the exporters ae eoon ae poes1ble. 
It 1a apoerent that these arrangements have also 1neY1tabl'T caueed 
lMreaeed d1ttioulties in the eurrenoy trade. The dittioultiee 
hue etUl further been 1ncreaeed by the tact that the debts or 
the banks han been decre ased to eoae extent rroa the pre'f'ioue 7ear 
on account ot decreasing etoclte or t'1eh in the oount17, ae roraerly 
aentloned. In order to giYe a better explanation or the etteot or 
the trade w1th the clearing- oountr1ee in 1837 it ehould be etated 
that In the year 1936 we i110orted goode troa Gera&JlT to an aaount 
ot 2.3 a1ll1on troner'•ore than wbat we exported to GeMI&n'T· I n 
the Jeer 193? on theother band, we exported goode t o Gera.aJ' to 
an uount ot 2oo 000 kroner aore than what we iiiiPOrted rroa ea1d 
countr;v. In th1~ wq the trade with Germ.aJ' has changed to" 1~· 5 ot 
11lllon kroner during the year, and a oorreepond~~? ~~=tin ~;3s. 
tree currency baa been tor d1epoeal 1n the year in order to 
One or the arrange•ente that1e insv1table ;"tb!:e7~~ trade eYen, 
•••• the dltt'ioult eurreno] situation, ie 0 

• or 1ncreued 
either by decreased export• tor p&T&ent ~t~e~~f~ or no aYa11 
1~orte trom the clearing count~~·;· 0~h an arrangement •1ght in-
to ehut one• e eyee to the tact a eu t a lower price than 
•olYe the neceeeity of eelling sea~ go~deo~taln tree currency. The 
Other wise would be the oaee, 1n or er 0 ••• aeaorabl7 thatit i8 
exper tenoe or the year that wae paeett' .;:net clearing, and thing• 
only a 11a1ted &liOUDt that we ~ ee although at tiret eight 1t 
IUet be arranged accordiDi to 8 • would 
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would aeea to be untuorable tor aoM people, 

!he Future 

On the whole, the etatua or the rear 1e37 .uet be eaid to 
ban been quite good tor the national u a whole, although un
rortunate~ it eeeae l111:ely that the herring products are not 
going to tetoh u llll.lch •• had been expected. 'rbe d1tt1cultiee are 
to a great extent , due to the tact that 1t 11 ver y hard t~ aell ' 
our produote i n a tree aarltet. I t 1a 11ltelJ' that t he t1nanclal 
statue or the nation will not reet on a aare baeie again, before 
the cod tiah1ng r1elde 110re than lt hae done hithert o. 

It ia nrr difficult t o prophea:r an.rthlng about the future 
aow •• before, andthererore I ahall not do eo but eenral thi~e 
Udicate that the price or our pr oducta will be going down, and the 
decrease 1n price or herring producte ainoe earl r laet rear 1e nrr 
nrtoua. 'l'beretore, ever7th1ng indicatee t hat we ahall have to 
upect d1tt1cult1ea etill tor eo .. tiaei and people bad better not 
be too anxioua although t h la alght lnvo ve a certain uount or in
connnlence. It ie neceaaarr in tiaea like theae, that conoerne 
that lnoreaee the value or ex-porte, or dlreot}J' ean lapor t e, ebould 
be given a preference, but that unprofitable conoerne, altho~ 
neceaearr, that coat ourrenc7 , have to wa1 t t or better tlaea. It h 
very l.111portant that people unders tand thll , and take lt into con
elderatlon when aall:ing their deolelona. 

What hae been Happening to t he Icelandic currency 'l'ra4•f 

!be currenc7 di!ticultiee are a verr common subject or conver
l&tlon, and thle ie not unnatural. It 11 worse, that it 11 often 
d1ecueaed with Uttle Wlderetandl,. What 1e lt that baa been 
b~penlng 1n Ioeland tor the laet - 4 rearef 'rbe aaln aarltet t or 
the principal produote or the oountJ:T baa graduallr oloeed, and the 
atoond largeat aarltet bas decreaeed b7 one halt, without aD7 real 
earteta hulng opened inatee4. At the aue tl.ae the price or tla 
~led cod baa gone down, although the price ot other goode baa s ene 
up, At the s ame uae the cod t1ahing hae tailed and i n the laat two 
reare been only one halt ot the uere~e catob before. One or the 
teo main tradea or the nation, the ood thblng, hae therefore 
eutt ered a great los 11. 

The national baa ahown great ensrgr 1n tlghtlng against theee 
dtttlcultlea. Publ1o aot1v1tr and private lnltlatlve have gone bald 
tn hand. With enoraoue coat t here banbeen Ulde oha.agee ln the 
fteh t ng 1nduetr1 thh-and herrllljf-lnduatrr lnoreaeed great17, and 
beatdea a great ~an.T other taotorles and lnduatrial oonoerne han 
bee han ban been aade at the a~e ttp u 
th II eatabl1ehe4. '!'heae C ghea tail ed and ior the aou u~ with-e &arket tor ol4er produete ae • - t ot iaet 2!!! l noreaelng roreign debte on the whole, at eaa n 
h o J eare. ID4eed, loane hanbeen taltentor aoM ot the Wldert~;''• 
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bd ol4ar ~ haft at U1e •- t,._ 'Mea 4aoreua4, 'bee••• of 
p.,aent of 1DetU..nte. Oil tiM etller !laM, ••t of the 1o ... for 
the 110re reoaat uallortek1Jigo are tue for a ohort par1o4 onl7 
~ will, therefore, be 41ff1oult to •eat, aD4 eoYeral footorlea 
have been oreoh4 wt.tbout b.&Ylng u.r real ora41t. Ia lt atranco 
that Ioelan4 Ul to fiebt Ollft'IB01 d!tfloulUoa 'llheath .. a foote 
are oonlldereU Certa1D17 not. '!he faote whUth I han an 
aent1one4 .uet tborefore be borDa 1n •lnd; whataYer la our 
pol1t1oal oplnlon, lt •uat be 1 n our oo..on latereat to aoqualnt 
tlloae who treA• wlth tbe latloa with tb .. a faota, 1n order to 
create the .a4oratan41DC an4 ar-Pat bf 'llhloh la naoeaaerr 1n tho 
tight aga1Det tho 41tf1oultloa that haYa lathera4 aroUBd ua 1a 
the laet taw 714tl'l• We ou quarrel about &rr&JISeMDta at~. 
hut n .uat not aad oenot be dlaptratd towa!'da other natlou, aa4 
ao11e or u aat be tn~~~tod to uao tho dltrloul tloa 1n order to 
l"tnngo tho•ealYaa on tbelr utaaonlata 1n a war that •ar be or 
lw"a to the oouat17. I flra!J' bel1ne tbat the natloa will n.oo11A 
1n oo~~paaaatln« tho loll cauo4 b7 the 41fflculu 1n the rtohlng 
lllduatrr. '!hla 'beller 'beoaaa a oartalat7 whta I look at tho 
eventa of tho laat r eara and 111 how the nation h&l ••t tho Altfl
oultloa. 
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TREASURY DEPARTM ENT 

INTER OFFICE COMMUNICATION 

DATI< April 11, 19)9 

TO 

PROM 

Secretary Morgenthau 

Mr. Cairns 

1obnson and I saw Assistant Secretary Sayre at the State 
DepcU'tlllent shortly after 4:00 p.11 • ..nd 41aouased the pro~ed 
countena111ng duty order against Italian 81111: goode . 

1. llr. Sayre expressed an urgent desire that tba Italian 
0oTernlll8nt 'be ginn thirty days notice betore the order ls iseued 
1n orde r that the United States 1114Y 118intain the position that the 
order hna no political 1mp11oet1ona. l!.e aalced that the attached 
memorudUil initialed by hill be handed to you. We stated that there 
appeared to 'be no question about the order being required by law 
and that only some possibility or considering rurthor intormation 
would now juatit"y a tampora17 withholding or ita issuance . 

2. lfe than d1aousaod your Olltf60Stion to Mr. Sayre that a 
temportlr'/ delay in issuing the order might be justified as an 
adm1niatrat1Te measure it ha could asoure you that the opportunity 
thus afforded hill to give notice to the Italians could be used to 
make 8ome practical arrange. .. ents tor opening channels or intonoa
tion to facilitate the application or counterTe111ng duties to 
Italian oott011 , wool, and l..atb.er &oods, or which notice could be 
give~ a t t be aame time. 

) . Seoretary Sayre stated that the State Departllellt would 
be glad to proceed along tb.e linea ot t be 8utf6&eUon, but indicated 
that he was doubtful that it would 8uoceed. 

l !Ia requested that you t &lephOne him wben you are pre
pc.red to 'diaouse the matter w1 tb him, a.e be 1111gllt be precnture it 
ha called you. l!.e will be at hOme all day Wednesday • and b.! a hOme 
telephone number 1s: Emerson 0271. 
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AprU U, 193? 

J obloacm "~>4 I ..,., A .. bknt lleorot &l')' Sqre at t he Stoto De~*M.....,t ahortly ll1't &r 4 100 p ... and dhou.,.ec~ u.. pro
oouMUTDll~ du~y order -.•1Aat It&l1Ul et a gooc~a. 

l . llr. Sa,...., C'X;o!'<UI8ec! CAl lll"SODt desire t hat t !te Itflli&Q 
Oo't'anutant !to Il l ..... thlr t:y da:ye nou~e beroro tb& order 1a l e&Uec! 
1D orde r tllllt t he Uaitod S~too uy llll1Dta1n the .POait1011 tb&t t~a 
order ""- no po.lUte.u tr.~ltcaUCIII.I. llo cat ed t hct t ho attaolled 
I:COr&ndUIII in! U a.lod l>y ht " bo berulec! t o you. l'o eta t ed that t l:.ftro ep~ t o be Do quee~ton obout tbo order bofn& roqutrod br l aw 
8D4 ~bat ODl:y ao=e poea1b1 l !ty of oonatdertn~ fUrther 1ntoroet toa 
-.let now Juett::.· :. :-..,orncy '• lthho.l.~ln.; ot 1 u loo:::;wc~. 

2. Wo &!!..., <1howt .. <>d )'u\U' o~o•Ucn :o 14:. :w.y.·o t llut a 
t&llpor il1'7 4e.lq !ll baUfu& t he order c..!ght llo Jwotl fle~ c a en 
adaluie~r&tha 1.'*'4uro 1C ha onllld nuJUN :roa tb~t •be o~,crtw:1t.1 
t hi!OJ &t'rordod hi.:.1 to c>f Yv DOtfoe t o t bo Jtll.ll-"Ul C<>UJ.i ) C ll&od t O 
Mlca - • J>h.-tioe.J. arranJ •::.c:>t o t:or .:.~cc1u;, "1:""-.ol; ~:- i"'er:~· 
<!Oil t o t'aeU ttnta tho • .:> ·lloaUOil or oou:~t orTlSill.!:, du! 1o.s to 
lt.4l1an oo'-k3G• .uo.1 . and ~ .. tni.ol" ~Oi. J u , ... : ,,!\!~ .:1?':. - oo UOt. .: b.
&hOil 0\ tho - ;iza. 

:; s.o:-.t.azy S..; ·re a-t c to1 t.....:.a: U .o O ~o.te :o~; o:n. MIW.d 
b• iJ..&4 ,; ~.,. .. .1 a..lo:~./ t t 4J ~iu~• "'· ~~c • -'d..:!~tio: • b1 ~ h !J c'"toc1 
~bat be .... dallb~t'ul thet I t li'OU.Id euoo...s. 

11:/ op l, llJ./)1 
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DIPAII'I'Iml'r or lftJH ·····'1111 

April U, 19) 9 

l. '%'lie 1Jr...e41de pobllo Ull>CUI1-t or C~GU~:tern~UillG 

4uU • • • eilk &004• - h'l :rrar. l\e.J.7 -a4 -o. 1n~erprete4 111 

'~ 1\alia OoTI!n>aeet •• k lDc a t ow. or ;Nill ti"" aoti Ot> ca 

1M piU"\ or tbh _ , 17 1>a...s "" llOllUou :cc•~deratloz:s 

a.riD 1IIC wt or rHflll t n enu. 

:2. .A•U• or tll1• t:n- wl t lwut prior not1oe to tbe 

1\aUu OoftJ"ACC t :rdgbt ...U result 1n r et al1e.tory e.et1oa 

b)' t~ 1\&U.UI an-t ~1nl\ l aporte tra:: tbe United 

Stat... ftU J"M111\ u:r follow 1A OAT oue bUt 1t II'OIU4 ap,.ar 

4u1r.-l.e t o ~ tb1a 4an&U eo t cr e.• poeaibh b)' &lrlDi 

tbe IM.Uua ~oct a4Tan•• DOt1oa and oN'efta& tllao e 

oppo~tr, 1t Uw7 - r n , t o ~at trott t be prae~tieea 

w!lloh t~ T.eai'D'J t1a4.1 oiiJMUcaabl e uader See\10!1 )0) or 

'~ 'J'U'ltt An &114 1t0 t o obrlah t be 'Ciaee .. ltJ t or iapoela& 

-hrn.lliae 4ut1Ho TlUI 11 t ho pl .. oUee whSO!l !IAI been 

"'17 •r•MIJ tollo'H4 on r pu t r ear• oa -tenailllll 4uty 

•- u a ~· ot W orco&l ura~~&-U bat- tl>e ~ 
1111,...._\ &114 tM ~~ ot 8 ta\eo J:Jtperi- ,.._ tltJ.e 

pr111IIIH 

291 
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,.-1111 ft llu ~W 1M ftlM 1a Miat•tnta1 s004 

" re1&1 rel.au .. 111tll no -ViM atr..t ... 

) o I t \ be PNI10M4 U\lc. 011 o Ult s004a 1a tu•, M4 

lf olallar on 1011 io tu• , aa U h IID4-.too4 1• liko~, 

wU il rupen t o ao\\ca ..nu .. , woolen \~ilao arut 1- thar 

poda, a nr, .ulNIW\\ 1&1 ponl on or Aur1Mn inpono ~ 

Xt&l:r 111l.l be &tt H\-.1 , In -.l ew or t be &agllHudo or ~ \aile 

1aftl.n4, U ~4 \her.fore • Pl*'Z' to be inportant t Mt 

--•llle otl"on llo ca4o to :,>~oot Awricmn oxporta t o I~ 

..-~ nt&lioto~ aoUao 111 1M Uallm Cloum:ct. fo1' 

•n \boa a J M:I W. Oo.,.nuunt bu wun 11100t bboriouol:r 

IIIIIO&ft1'1JI& \0 pro\eft t ho intOl"C:Ot ot kl:~lc&O U pOM&l"O 1D 

t bo ha11oa Mft'O\ ._.wan t be &4- -1JW..a\1CI!I of I\&11aa 

...... _,role. 

r. B. S. 

392 
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APR l l ,,_,,, 

A~ tho rectUM\ ot tM I'Ne1._,, I M UUUII01,U~~& 
tctr an opW• wi\h reapolft ~ \be l~Uy n•HOt • ~ 
poH4 TH&aurJ DeoiaiGD ~111& eoll M\01'8 ot -'-
\ 0 we~ 11qu14aUGD ot e\n•• eo....mA& oUlt aoou ,_ 
Ibl)' pmu!' "l tho 4eo1ara\1cc ot tho_, ot -wnaULaa 
4U\1 to bo aoll .. \Mo 7bt tollowlJI& pa,.ra aN ••' 11ft 

1 , CoVT ot propoaa4 TrM•Ul'7 0..1a1oo. 

2. ._n11na ...au nc tho propooa4 4Mlo~ -. 

\be ~ Ikl1aa t'MrM• 

,, OoP1 ot t ho OUl•1J+ aec· pubUohln& \loa 
bpl J)eorea LoY ot "-J ~. l9 0 r 1267, ~' \0 
whlO" \be Ualien bouottos aro p.a140 en~ " tre.nolo\1oo ot thAI 

llMz-

1 would ap;nouol oto reco1'1'111<l "' your oarll .. \ _.-1_.. yow opiDlcc u to ~b<lr tho pl'Opooa4 ~ 
O..iala 11 .,ppNp1'1a\• 1n tol!S c4 IIUbnaoM. 

liiiDOftlllO :r.a;. IIUrPII1 

'tba Jo.\\On., l*lorol 

&/o 4/Ul,, 

Y• rr \rulY JOUI'O• 

Regraded Unclassified



• 

... 
(t. .. ) 

G*llW .r . illY - ,_ lt&J.T 

~a..r-...... 

orrtCII 0., !II ao.IIIIIOID f1l i»IICWi, 
IAiilMW, II, O, 

tD nnnc• 0., lOW MD 0 1 h «lii'""*''l 

llttll&al ,...."' 'Mian \M ~u, • ee\MUu w ue ...... 

, .. ,._ tw -.uee •• ..,..,, an Jel• or "'...,.. Unnt, •• 

,.,, MtlF ia IWF ea \Ill -.en M Ulol Qalt .. ltewe et ttlk 

..... .-La ... •&elll• ...., \M Jft'li•'-• et w tarttt ut of 

1-. 
.. u. &e _,,. ,._ ._, ,..._a to tile piN'fltl- of 

..U.- II tM tlultt Aft et lt30 (V,I,C., tUlt lt, - · 1301) , 

_._ .. u ..... "" ..-1 w ..., .._.., er ,...... tnlll w ...,.., 

..._ ,.w ., ....... ell " .u ....... aalMl• _.._.. .. 

...... .. .... •• ia,... ,, dll< ........... 4trllt11 •• 

, ... r•.a, ,_ IMlTt ,._ atant ter _...,,&oa n otU141Nn ,_ 

.... 1M AI fW 11 qU.- .t\er tbb't7 .... etMr pelteMlla 

394 
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of We .. u .. 1a • "*lJ' l- et tna_,- DMlelou, ••Uiar 

u.ert .. 1a \M OOD4lUoa la *lell OJ!pel'\H fJ'Oe I\al7 or o1au&e4 

lD ooD4Uloa '117 r r-taotve or o\MJWloo, 

'l'lle 11.u14aUoa ot all •trloe otftJ'lD& _.oUadho 4oeorlM4 

a'llo'fe 11114 •••,.4 tor ooa.-pUoa IJJ' oUWJua f,.• ...,..,... ter 

ooa.-pUoa et\er \hlJ'\7 4arl et\or JN'IIll•Uoa of Wo •Uoe 1a 

a oeekl7 le- ot ~ Dooleloae dell 'llo ....-w s• u., 

&lla 4oolaraUoa of \M ao\ \o\al _, ot t bo loo•\J' or cna• 

4otonalao4 or oo\l•to4 \o lla'fe 'II- pa14 or 'llee\ooo4 11114 u.o •• 

_, of U.. -••l"'fflillac 4uU .. \o 'llo oo11oo\o4. A 4op0el\ 

of oe\lee\ .. eou\onalllac cha\loe ebal l 'llo roqu1ro4 at \M UM 

of •••1'7· 'l'lle -•• \o 'llo 4op01Uo4 Mall bo oalGQla\o4 la 

-rclaaoo ol\h U.. telleriac \alllo ud p ro4loau 4 on \bo ,.., 

wolp\e et \M eUJc (1ao1114lll& eollllppO ud 'lloUJ'J'eUo) ooa\al1104 la 

t lla ~no4 P" ... ,, pl• ~1/» ot noll ••itt~•• lt tbO M\Wal 

,_ llao 'liMa _,.. tro• \M ellk uod l.A u.o , ,.nou oa or -

tao\ve ot \M ~ ... prodllo\ t 

( a) ... oll k ,arae, 4r04, e1ap1o or \wle\od of ~1• 
•-•1 Uro 33.3111 'POl' k11o,cna 

( 'II) Tarao of olllt •••• ( eoltoppo) lool-Mlac ooolJic t!IH041 
UH :w. 887 per kilo.,_ 
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(t) ... lllk ..,.1 .. _. •wtn .. , ._, QM llllt, lllk -us .__., llN eo.MI per ltUocna 

(o ) WoY ... •Urlallo ftlYe\10 1'0Mat0 \Qllu, 1Npel
1 

lull\ pHI Ml4 IMaklace, la ..... I&&U t lire 63,146 
per ltilocr-, •JM\ \1 \lie flllo•U.. ftl'la\loa11 

(1 ) J'or ... 1'7 ltiliCI'M of do•l• JUD Un a11,2s 
(a) J'or ..,.1'7 ltllocna of ,..,. of ... ,. ooa\•\ lln :rr,ll? 
(3) ror ''"lr7 ltilocr- of ,..... of \ovrene _._. 

lln 11.8111 

(f) ..... •••rlale, fthe\t, rl~Miae, tllleo, enpee, 
llal\ pede M4 o\ool<lJICI, apone4 la \M QM or 
flahbe4 e\&COI lln 611.0.6 per ltil ocr- ef lllk 
oo•••• (ao\ Wllp \14) , .VJeo\ \ o \Ill fellonac 
ftria\lOUI 

(1) 7u ... 1'7 ltllecru ot do'ltllle JUD oo"'•' lln 21.288 
(a) :ror '"1'7 ltilocr- of ;rua of ... ,, oo•••• lln 40 •• , 
(3) :ror ..,.1'7 ltilocru of ,.ra of llovren• oo,, .. , 

UN 6.8111 

'ftl,e fao\e la repri \ o eaoh lJIPOl'\aUon ell&ll be repor\14 proop\17 

\o \Ill ~ of OU\-. 'lbl ea\1'7 Ul4 rela\14 pepero tball 

• 
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Oo.hnalllllc 4uU .. _. be 1apoae4 lll)Oll dutiable importe• 

\leu 1a \llol UDUe4 ata, .. ot dlk &004• tJ'Qft ht.l7 boO<>uae tbe erporta
Uon of nob c004e io tube141M4 dlreotq bJ J?C111'1021U made t liro\16h a 
trade OJ11u1MUon in -trol or eilk pl'04uoUon in I t al7 , Tbo prioa 
to bo pa14 f or Ihlian oilk -oou 1a f1xe4 ~m~ual17 by t be Ital1en 
GoYorDII•t. Oil t be bea 1o of t hlo pr i M tor oocooce , t he pr1oo to bo 
paid by JUUlu!cot u:r.n ot raw aUk io f 1xe4 ill c4nnoo t or 011e year, 
Tbe buio oubo14J nh (intacrau on quota) e<~U&lo na 41ftor onoe be
tho t1xo4 Ita11u pr1oo and tba 1>.011tb1y n orq o lin Tork•Yokollua priM 
tor row o1lk, AD extra aubalq or 4 l1r o ~or kilo h poH 011 oxporkUOD 
to tbo 11p1te4 11\&t... 'l'llo bu1c rah 1a o4Ju.to4 t or 41tt orat o1lk 
pl'O<Iuou oocoJ'41a& \o t bo id..D4 of aUk uae4 end tho otqo of 1\1 -
hO'tUM , 011 tbe beolo of aftUabla data t or tbo l u t halt ot 19)8, t bo 
..,ba14J tor t ho o Uk par 1938-1939 will ftii&O t'ro:r. 6 to 63 lire ( )0, 
to t~. )O ) ~r ldlo (2, 2 lba. ) ot d lk ill t be .xporte4 art1oleo. 

Tho oUubo4 4run or e Tr eaeury 4" 111cm 1a bal1.,.o4 t o lie 
ap, ro pr1•'• 1n f ora and oubetanoo t o Dot 1ty t.portora t hat eowotorY&illDg 
dut1co will bo 1apooo4. 'l'llo rat .. or ooU a hd dut1 .. aet forth 1n t bo 
draft or4or uve 4otoraillad on t ho bade or tho tollow~ raoto obto.ino4 
troa tbo ru .. or t bo lluroau or CwotODI , r :ro.'ll 41eouao10DI with ouatoc:e 
or ticoro at »•• Tor~ City, and troa othor oouro ... 

Baolo4 or <1.n1111 ailk pro4ueo4 tron oin&lo pureot cooo011o 1o 
tbo 1101t Yalualllo or aJ17 of t be produou or tho oil'r co00011 . 

Silk J'Mlo4 Or 4ram r-z- d<Nblo 00000111 0 1. a,, OOCOODI 11: 
w!lhh ~- oilk WOftl beTO ..,JYe4, 1o or oubo\&DU&ll)' l eu nlue ~ban 
a ilk rM.I... or dniiZl rro. a iD&le aoooona b7 rouca or 1 u ooaraenou. 

ID r.elill& or 4rawlll& oilk ~hero roaulta a reconrabl e waoto 
wbiob tocot lwr with t.pe1!foot ooooou, 11 proo ... o4 by balling, oard
l.llg ~r OOI>l)ini tu loegor tillere boiq apu11 1Dto JU'II wb1oh 11 Jatoom 
t o tha t ro4o .; •oebop~• an4 t he abort er tiber • balJli I JlllZI ln~o a ~ 
l:!l0'1111 to t he tra4o ao "'lourratta. • 8oba~•• • 11 •t>li"!Wltly the 001~ li
able or t bo aoeon4ary produotll bourrOtte 1• tho l .. at TOluobl a o &ll1• 

Tho i rroOOTarabh 'IIUtOI 1n tho produOUOll ot ~~:'\:tfo4o4 
Or drec oil¥, IIU P:PI IIJid bou:rrob~to, OO~:!"!/!~ ~lk 'If 110:. aDd porbepo 
out """' a root cluo ooaai oUng or t e r-
otber forti~ Batter. 

Itali~» a1lx ~t• t o ~ 18 t o ~ 
'%'lie lON 1n •ec-111!1: t o be 1 ta1r narage by roool!llh o4 

ot t bo iDUiaJ. wo1p~. 2"' !" ~~oal Aoreato of aUk Kuluteotura•, 
eutbor1t1oe (B. L. roro4booh • 
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aMlM or ._..... alll<, •• ••11 .. - tawt .. .t ~1M ., 
tll'&l'll oUk, ..,.. trci18Aft17 ~nM l1l 11M M&wal o&au, 1.•., la u. 
,_. t'M tlllt ooa,aiattl 1a ach&~ ...,. -.vreuo h 4ec-4 1a 1>-
tac \lui tlkre t01t ~·-•-c . 

.UUait Ci ot .U Ilallaa llo7i0l :lea r .. of '1.a:T 29 , u:rr (lt. 
126?) p ,.'fi4n \lila& \1M •iat•cnUoa q•\6• t~at.H bt oo-IIV'&" • Ub 
lilt •alu of a1..,1• 41'- r a-. d llt U4 tq\llru•& t o u .. clltter- M
''" ' " ftllb 'lalW aa4 aM aftn.,ge pd .. ot tillt Ullt 13/ 1 11 t eraltr Ntlt 
q~o.lU7 ,..U••• ta •• d lk uclula~ - riCo" or ••• Ta r it aad Tala>""-· 
Ia oa•• et t:r;pel'\aUoa dirtot \ o \IM A~Mrlou Un t pe r ldlo h ddtd 
SO ..,... 'liP \1M MeUI la••cr• \loll q'l4'•· U &';lpttrt oltar lo • fro• tiM 
torec,olac u..• ttr lilt M''Oal ia'""'" 'loa """'- t o lit equ1..,.ltal ' " &be 
o1tfer- Ia ,.,. naUaa .,..h,. ...S , .,. !lew Tork.o!olcOa- prlo•• al l oal 
C'.Ualloae 110'al• -..,. .. bt ~ .. 4 o:a ,.,. qwyUl7 of elaph ra• olllt rto

,. .. a\14 1a , .. uperiM pn«M,, .. , u .. rtfort ""' .... u. o-rlac '" 
~p1&\au .... 'al • ._.,. M 1M una lato oollt14era U oo I n calcr&loUa.r lilt 
ao\-..1 _, .t \lila --'F er lrf'l' 1ft11•ht4. 

~ ••"'"'" r aha pnttl'1be4 ' " lilt propoot4 r~IV7 t Hl
lloa ..,.. p"U•M« .. a llaalt rate of l lrt ,., l<t6 par ltllo r.,n ... ,lac 
~~ 41tfu- .. ._ * Uallaa , .n .. of aUk ror lilt ltl58-l t38 aUk 
:rear aa4 .._ 1.,.~ o1 &lie.., Tor b-Toloo- prltu for J'la17·.11-tr, 
IDohoehe, \9M, &lie 1•'"' t~• a'l.alhllle, pl• lire 4 ~,.-,lac 
\be eaua !)r.-1• -pat• o• upar&&Uoa 1.0 &be AMrloae, or lln 1!11.141 
per ltllo, .., ,.,. .,..,ltUo•• p n101'lbttl la arthlt II of Ill• aboft-•DL1oM 4 

ilotal 1ltVM 0 at tell .. ll 

(a ) 2/t.Uu 1 t ,.,. ~Male ,..,. or lire ;!.l,2e& per ltll• 
c _, a!•~• • • • • • • a..aa? • • 
(t) l/lO•ll • • • • • • 11,1111 • • 
(4) lla&le ralt pl• lin a.l or llrt IO,Mt • • 
( t ) ( 1 ) • • • • • • • 13.1... • • 
(a l (a) 2/.._.1 tt llaale ratt ptu l in a er Un 3&. 281 per ltll• 
( 1 ) ( 3) a/I.U et 1ladl ra\1 ,t• Urt 3 or llrt 3?.11'7 , ., ltlle 
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(e) (., l/Mtll el -..e .... • UN l.lll .. IIUt 
(ll (l) 111M nM -- Uft t,l • Uft ..... ,_ a.Dt 
(I) (I) .,... et _,. .... Jilu Un • • l&n 19.- ,_ Idle 
(I) (I) llMM • • • • • • • I ..... • • 
( f ) (4) l/10. O O I I I l O O 6,111 ° 0 

'""'''- lt .... ia * puapue• ._IUF '"'-* ltr eff''ll 
»-1/~ ................. lUll _.._. 1a ... ~ ... , ...... . 
M 1 J u·M t• IIIII ..-...1- 1-VM 1a .. , ..... " .. II'-
, .. , .... tl IIIII l••net ,.aertw ..._ ..,~ ... 

• 
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i !r•ri ~~i- ~ 1':~ •f 
'~e~r 1·; •• , 1 ~r=f 1~ 
il~!la( •;! rl ffi · • 
., ... , 1 a•~ti '• i 
I rea! f r i1 • .. - .... • • 

I 

... .. 
C""' ·-· 

Regraded Unclassified



r•;~!r illt"t .. =i'r 
·I=! 1 1•r1 f:t 11 
l·ltir ·~rirl'tr 
trtt .. :. J! !t::':.. ;I ~~1 ' =r·"• .. fi!i i!:.'~=!ti 
~i'=~ llft·lf~n 
-fi'l .::1lt il:..l 
' 1'"' . o ii ... e.. • ~ f • 
~~ ~i ~i:.. • !t ~ 

ltJ! ~ .:tf: r•e ~ ' il f~~~;· :..; ~ 

\ 
... UJ"'f~u; 

i! ;i 1! lt1=t:~ 
.. .. lit •t:•t !13~; 
t f·~ : :.,-::,.r " n::: 
.. l 4' ... iii - .. 0 

'"' ~ !!t ;tr ~: 
! wll i : !l fl 1" r t:j C. 
I - • .... -.. &. 0 

• • • 
o :: ..... S flf •~!; t;o! 
o w .. o r •• "' " 

& ~~ !" ....... f~~~ 
\' ll ~ 

ii~~~·' iie !~ ~~ l~ (r 
ar~ ;ft i!! ~·f w! ~~ i1 
1 "' f::& t: 1 f • ·'1t !• =- ... 
ll f ( •• i:.. '"t ! .. -:. 

i;11ft1 fl · ·ft~ 1: 1r r 
.. ieti~• {!" !S~rl ~~ 1} • 
i 3 t-l ~ ' ·l ··:..ir !t i .. I 
r!tr.gre 11 itt ... ' ... ,· f 
: if :: ~ ~ i I ~ . :- !C! I I i f I 
c ~.! r r rt ~i r I 1 
.. :.,:: (tf J:. &: • •! I it f 
r~ .. £z :..c" ... ~~ 'f .. 
.., i f ~ .. fi • •~; I i .. f • 
&!l;~; &ri ;ii .~ !I il t 
co- ... ... o t ~ o .. .. o ...... - r i .., 1 l ,; . .. £ "' ......... • II " i 

0 o .. ~ .. .. 
o ... e o~co- ·~~ f .. . 
" "' ' &i f~'i " li :• " o [ 
.~ li'e l "'" II.., 
·- ~ · ~· .. ~ . l ~ I" ~.. • WI f 

; ~!~~1 l et :i f 'l •:: 
• ... ,,, .. r :. · ~: ;; !i f 
z· .... :! J" -i- ' r f .. ... e et"'o .... . ..,. • 
d O O "'' O • ~::! e ... tg :. 

~D ~~ ~ 11• " II ... a ~ 

::E .. ~: f · t ~ -J -, a 
il' i f ~ i f I .. 

r' r ..... 

Regraded Unclassified



~03 

• 

n. -.a. lift• .. _.._, ..... au -. ..s .. aa .- r.u....., .... 
fe• Ullt .. ,._._ lieW '-lftt 

a).- aUk,.... • .,..., •s-.1•., •~• ef ~· an•-• 1a~ 
u .. .-• ..-1 ~ -...n~u. ., .- wu .--. ,_ kilcoi&i 

11) ,_.. at etlk _ _. (rl us a) lM111A11w ..uc .._., 1a....,.. 
u ..... ....,. .. -·· Ill .. ., .............

 kil...-1 

a),_ of I Ms. e&' .,.,'-- e I'ID lfho0 ( ...... , .. ,. 

1a.....,, ........ ..-1 to ...... '-Ul at u.. 'IIMiAI .--. per )!the .., 

t) ... ollk .,..1_. ,... wuw, e-. 4rM dlk. ellll -~.sc ~~ 

...... .-• •e w lr Ure a.eo .- w..,_. 
o) ...,. •Wt.al•, ftlftM, ri'llllou0 .,_1 .. , ..,. .. loal\ •*• 
,... atnH••• -.arW 1s U. .- •••• 

1) IN __., kil..,.. of dlk __ ,, liUS. .._ .. ......,, ... 

• Lire., 
I) f• __., ld.h$ • .r MUle ,_ ••~••• ..... applloellle 

....... a) .... Ure II 

a) fer.,.., kit.er- o1 ,_. .r _._ . ..... , , .._ .. applloalllo 

...... ;t 11) w liT 'LlH 3& 

•> t.. __., w..,_ of ,. ... et 'lloVftUo oo•-'• "*"\a app1L-

~ ......... ,. 
t) ..... •...W•• Ye1ww, nnoae, tllllee, ... ,.., llaH coo4a, 

_. at M •• ..,..W f.A tao Q'e4 01' 11alltbo4 a \a \at 

1) , .. .,.., 1111..- .r e1111 --•• -.u .--. ...-w 
• u.e , .. , 
1) t• ,.., kUtC • al MUle ~ _._,, ..... IIPPu.a»e 

._ .-=- a' •> • w liT ~os.e 1 

a) , .. _.., w..,.. at ,... a1 aUk -• _._,, •• 

awt....,• .. ,.... e' t ) ms w • loS.. " 

•> , .. __, kis.- a1 ,... at to aet\e __ ,, .-• 

• .,u .. ..s• ~ ,_...,,. •> ms w • Ure t. 

Regraded Unclassified



• 
An.. 

laloo of o~le or ilout. _. wuw 
wile~ 111 \1M 111~1 -.rbt or 1a f ~ olllt, dc!Ulo '*"' S..Ol .... , 

to U. lal1ou.l 111lt .U-i aUoa. onlcJo _,.,oto, _ , 'be d•o•• .. 

~·. ' 
At \1M c4 of~ olllt -~~ U.. IU.a1 kr 11 

of 0• ' ...... ot o!aplo ..cl 4.Ule..: wt ~~ oorporaUooo.., u_,.,, 

i acll>de4, ao nll aa tile ..-tD4ol' ot -oao •. r• o111t, ilo'&'tlo ,_ 

f or th i n IIPlo 1, wltiob ban IIOt alr ..q 'lloea tl'~:::O:;.:: oot 

thei r o tonce i a -ebola8" to be '''"" ~on. 

The ll ialUIJ' t or eorporatlono, tocethe whh t.ho Uiallllr f or tS...o 

u4 f.r IIP'lnlftro allll tor f oroot1'7, .., 4hpooo ft~r u.. eplan,_ 

ot tile : ,..,.,. ot ooeoou .... uosed •'-""• ODd ot u.ooo *'.., 
neata117 ot U l Ill oa Ma a\ tlill Colloo U Yo Stock 11arollouo, 1o 

ordiJ' to 41_,.10 ot tllo l,ll'od'IIOt a-...oa4 tocethn wnh U>e r ..U.Sv of 

aUk -MiDI to tlill proont &l'tlol o. 

~·· . 
11th rotoruM• to \be prooodi .. nc-lat l ollo, hnwYor, allollld a .-uon 

arloo allol&t \M .. MI'alatlo11 of tbe c-llt.7 of \111 -• lou 1114 

their rolaUYo prl .. , Ill l n.,.,ooo\lo Mcllloll will 'be rouhod .., a 

C:0..1Uloll fo.-4 111 _., pnY1aolal Conmoll of oorporaUone, to be 

OOIIpOaod of tnr 1 >••• 0110 of which ro.,~roun\11 tile fanooro, one tho 

acrlnlWal l&MNN, 0110 \be 1D4utl'l al llto, allll oa.o tlill 1-trial 

lallo1roro, -h 40oi4JI&\M .., \he r oopooUn proYinolal IJDl olll, aDd 

pr u 16o4 ""_. ~ tho ~"' pru14oiR of aa14 Ccnec1l or liT eoiMOno 

·~pola .... lL1a. 

Art. ' 

AIITDM 'IIID pu ,.. .. , - prod'IIOto cturilll the pori o4 19:17-1Ml .-4 

4ou •~ ooato:w wi th \be ftl'alaUoao oot f or&llla Ol'i. 1 0 b 1111\lo 

to a n.. ftioll, 1a .oro oonou -· ~ _, to tlill walu of t lle 

-ooao ,.,._... ya11104 oa U.O 'beolo of \lie .. lftla\1_. liU od ill 

art. 1, pnri41:lc ao -· -lou on. h 1-:arM. 

'L'llooo • .. "" ' ..-ro to \be nc-10UoAo ooa\111 ... 111 \llo 1aat ~ 

creph ot .,,, 2 aa4 1n ar\1o1•• I .at I ar• 11•'1• to a fino ..aantt-c 

to L1 r 1 1000, 

Regraded Unclassified



• 
an. 111 

'llM a\'-1 lllk ottloo Mall ,. nat \M -• tw \M -. .... 

--W tri\ll \M ,_.. r.nlMM lt 1a ao oo.,aoo wltll \M -

~ .. , ...... 
7lw _. till*'"• wlliob _. to 1M •- 'llf' tlillt l aUoaal lllk OftlM 
1a ~ oa\ \M ,. ••• , Aeono, \M tlppi'Opr1a\loa ,.,.,.. .. 
1a alllp\al' 11 of _. liah\17 ot C.rporaUOAo' .._., tar \M ,_ 

Ul7•lt3* ..a tu -.lYe ,_ ..... 11141-lMa •111 1M ....-w 
.... 400,000 llft. 

fM s' ••• _._, lor _. ..to-\ of aM ~· ._ will 

1M la\lro ... ll late \M ~· oMa\ llr dMI'MI 1-- lit' \be IUD11-

otf1 

""· u 
'1M ,_ tar \M •"ll.tl&tol'7 •-au• \0 \be IUl onal Sllk ,._ 

c 1a\lOD of .U U'\l&lM tw aalo -'• -"• f • 111 'io lotel'llla .. 1D 

a...,. .. 1--' 'lll:r \M 111alo\or of Oorpo,...Uolll, to&O~ tr1\ll \he 

IIlah'- t• --'.-1"'" u4 tw to .... VT • " t or tlJaaMo • 

.v•. 11 

'llM ..,._, ...,._0 ....... 1ato ott"' ., tJoo UT ot Uo pa)ltoaUoa 

1D \M n, .. ,.oa Otfteial .. H&UO oM 10111 M ~· .. \o lvl~ 
_, tor 1\0 .... _.._ Ia '-• 

!lao ,..,•<• llla1ocor lD ...-rU.t • pooa\ tllo ••U.. tor tllo 

roloUw~. 
to ~--..,_.,.... ....... 

I a .... *' \M t:•:'.:,!.::t NU..\Iea at S.0 ..a II .. , fill 
00&1, M UMr~••• _._ .... .U ..... I ............ "f& .... 

* rta.eoa at •-• •--

' . 

Regraded Unclassified



( 

' 

,. ......... ---- ..... , .... 
..... tw - r.au.t - 111 a-1 -

ljlo.U- loW. 

IOUII. 

h,S.te ... la .,._ ._, ef ......_ .. , U. lOUt ..., of~. 1tiY • 

..... et .,._ lie.,•~•--•, npe\el' ..,, ellee' 171. - IIAICDI. 

' 

Regraded Unclassified
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10 DECJIEl'O.LI!OOJ: • oualo 1117-XV, a. 1117. . 
._. __ a Ia- ..... F , . -. f"' I.-

--1117-lLY •IMI.xx_ 

VITTORIO EYAlii'UE L£ Ill 
na OaADA 01 o1o a ,_ \'OLO!nl Dll.LA xwos 

BE D' ITALIA 
Dll'EilATOBE D'ETIOPIA 

VWto l'ut. 8,"' 2, della 1~ 81 reooalo ltr.!t. a. 100 : 
Bleo,_lut. Ia aeceaitl "'1't"'' etl •-'""' dl adottaro 

_.t.,_.. per I'I.Deoraui&IHilto o I' IA<rUotato dolla p,..,. 
4ualoDe oerica e pu tacl!ltare U tolloca.IDt>ato tll'osttro 4el 
pi'O<Iottl eerlcl,i ., _ _ 

~-

407 
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.. 
4-nn-11\n t:n '). OAZZF.TT,\ OPFICI.\LP. 1\P.I. ni·:OXO O' ITALIA. N. 11t ' "'8 ., l. 

il Cvuolfllo dtl U\AIItrl ; 
t·rupotla del 1>0611'0 .ll.illlaii'O ~tario dl RIOlo 

"''''""'dool, d1 <OO<etlO coo I loi.Jalotri S.,..tarl dl 
pe-r I~ ~~ut, ptf l 'acril"'ltura o le fote~te e lJU 1u 
f ;:iua111lll : 

d~~rct•to e d('C.J'tll•mo: 

'Art. 1. 

df'fo1·n.•re dunn ta•nraan'a taacotogit'a 193i, £H ncttnl•U 
\'UIII f••~l 1 liOuoU dopJJi, calcloatt e dl erutto, 

enere etrtt.luatt cho d•Ue dhte cbe ue aLblann 
rlrbl•·••• oii'VIIIdo ~leo IIAIIiaoo (0.8.1.) ..-rv•udu 
le IIOrJRI ebe ftCO)ADO ll fuu&JODimeDtO dtll'l.ft\clo 
II 'l"•le ~ ooiiQpoolo alia •·lf!IJ!n.:a della Fedenulone 

f•~<lotl> d<cll lodu.rrbll della lela e dell' t:ure 
tkrJro, e De allblaao Otteouta appoe-lta autorla· 

taU I aon t_a eoDlonuiiA df'llf' norme tooteaate 
1:""''"' artlcolo lf.lbO taulU c1i pltoo diritto. 

Art. :. 

~~ IDCrtt.to dl (VI aUo lt"*O ortkolo. •nat qoota tJ'Iat~· 
rt~oto til r•reuo t·b~ \"N'f"'\ lfquldata d.~tll'f.nle Snl6t~ale "~. 

• eono II runtrollo dt-1 .ltinl.-ttro \ltll• ('C)rt.or .. loal dt 
ro:_:et1o ron quelln dtltt dnanze, 

<'OrMP'f:tDiiOUt> tltll1t •tnota tl'lntf"'.~aaione ~ • ••llon.ll· 
D.lta aile M!')(ueutl ton1Ua.l(lni : 

1l 0J the IUIII I Jlf'OOOII( l!oiRno "hltl flll.hri('IUI tnn bot· 
~~~II' ct ti.I<'C'OIIi Ultdonali t'd Rt'lJUIIIIuti a.('('<.I IHIU lo nurtuG 
\n,l nt. 1 ; 

b, t-Ile ''" •toto ('llgnto, flf'r I deltl bouoll, It II' ,\ftlni!NIO 
rollc:otth·o \'t•t ~tlltnrt", un prnul rorri .. t.oau.l~utc a qnt-11u hue 
tiii*"'IIU AI tM:•l.,d llt•l rrt'('ltld('Uh.' ar-r. :.'; 

r1 cl•v I l•l'ntlt,\11 t~t•ri(•i rbohlno \en.tuli t'uro llll flu · 
gno WI:! e ~ot""llti 41•1 lH'fJHih'.ali t ... r,.tl: 

t iJtltt ll ~~~ lut;Hu l!H:! lllt't Ia WIA U'O.III J:!:l'f'RRLI _.. 
pllt'e; 

Mllf"' II 30 teHtmhre 1,~: ptr le Iitie tratte ICN'fU:e t d· 
tlurJ•ItUt e lf•rh~; 

f'ntro II :u tUHlllhrt H•t~ f<4>r tutti~~~ altri rf'f"dottl; 
dl C'ltt II ' 't.bditore tbblA l'to"n .. laro a ,.,.,...,. •11'1 .. 1· 

t_nto S.aJn""le ('1ft 1 C.uaM ron l'&ttl'f', 1•r lltra••ilt delL. 
Ban,,. d'ltalla o dl allre beht'hoto :t~nti, l'im,.nrto torri· 
•Jiortllf'niP all" nmJita ttftnu•ra. 

l'tr I t•etl roo I quali KI~"'UDO IH"t''rtli I'll t'INrha~. Ia 'lDOCA 
d'1ntf1...,..J10nt ..,,.. lhl'''''""'" l!l«lh•nto •auantlo r i. ulcpn\ ... . 
ricutu II ~,.,..•re- rter l'r,.JoOrlltiortt, t~l'l"''"' qnudo I' ltd· 
IUio Nndoan le pc•r i ("nrnbi t'Un t· t-:f!fn.-. 11lthla rUn-rtalo al· 
l'twtlf•rl!Ut•l'e ll l'Ntitie"utn tli rui all'art. 1 tl,.l U. dtf'rt'fo

illtOdo>nO Jttr h01;101J mti"C'IDIIH dl quaUtA media qne111 l~p tl ~ee~nalo ttr.n.x.\·, u. 1, N•nttn .. nte le dl,.rot•l•loel 
tt·ea dl uo (hii4'1Crnmma di .eta ~r ogol died 1'\'lilCin· 11l 1\ni\D&Inw~uci , ...... r i nnlhi ~oh.'1'h'3nll til' ll~ttl 4l 
I.IOJ:.WU frt:~ttbl. t-•JI()I•t ftt.luuu, 

pl'f'Uo dl L . 7 de,-ono ~re as:giuotl iO rtn· .\rt. 5. 
<lolloKn auu., a fl"eelltt. JIU l bouoU utgo&luti all lA q"ht" d'lntrgradt1ne. tl1 tnl nl r~P'H'f'ld,.ntf' tU"f, 4, •r~ 

a ntnnla , " lholo dl rimLono dtlle NUntuhnu·•t• tul un nlore d f>lla H-11'1 tratla J:l'f1!'~hl • m· 
qut•te Opt~doDl • cU -..ue.lle tnutuall di ~Difrv&• l ••lh·e Ill L. 06 II thii<>;Nimma. rot>r l"smu~•· ...,,f'n d"1 Ul t:\0· 
t+r lotertwn. ~u tl\11 "' ll ~'npo t~. t-tl a qMIIn odMf'rmlnflltO at 11tn1l 
""'"'lliiCUe bntOioclcbe •~n. fino a qu~Ua U:Ul dtl f•l\'f'f'fk-nte art . :!, C'omru .r, ('t't le a nn•te t#rlthe l ut· 

J~ \"Aiore dl rlftrhaeoto dtlta etta traUa g:rtopia (U.fh·t, e Nlb";U*'tll•t• 11lla dl d't.-.n:r.., tra ck-ul n.lnr1 e la 
II rotrllponiState f'rn:IO l.ate ptr 1 bouoll ftt• ION I• ~~~· rh"'UJ •ltlla aof'tll titolo 13 ' l:t dfo·nar'l, •trtflllltl\ ..... 

r 
:~;:~~· ao..oo pt.r aa.DO. roo dfrere-to del Minlatro m~lbut• ~Wilt- bt~noe flf'1f di Snr \"nrt t \'oL.nhaiD&, HC. 

c1J ooncert:o t:OD I aUo.l-5trl per le DDAA&e rDftle Ia tul l d:atato II ('n.Ditano di n adha. 
ura • It t oreate, ftrma rNtaadu l'uJ:luoc. La qnnt• d'intf1redoot ~r le ~tndit .. el tUrmlt r'f't ..,.._ 

' '"'""lOti dl CDl aJ pr"tJCCtdeate C"'IDRio6. dlduae dirHI.a cia ('Or1l Jtall•nl a dftotlu&iont t.ff'lle ,\ ... 
ttlttalooe dl boaoll •tJrolata d~~ eNtre,.. rtrhe cu" e111~a.t1 rome ttal pf'f'oM!entt ('('IGml , r rtrS. 0.. 
tonucuto. H\ OJD-1 oootratto uot1. ropla rt· dualoo .. daH" IM'dl.a ~t t•~l df'Hl' bor,. wte I'll i.. 4 

.\rumiMO boaac~U, ua'nh ra rreuo l'o«jnlrtA~ , bUot:n.nuna fJitt •le ('IOrtit"Ullorl· •r~~t« .of.nertutl t ile 
•lt f'l Heere lntiata, daii'Ammlla.ta n nditorel ... 1111tl llltt("ltl. 

S'ttdoaale fkrito. a diaruel&lone del qna lt, rer l LA quota d'lnttgnziont, C'lth"'hl!lll rome ~~'~rra. 
di •a.a coropette.D, ,u Ammal!ll!li ('()lltttLVI e all dtr•t• ('()nil quota t.ae. e .,,m rotri•f'(•'" per 

dl IU.ItUN bono l'obllli..-. rll tf"nel"f Je rlapd· rn•m...a di telA lnttta rnot=l• •mpllr•. 
dl roat ratto e oaul a lti"' d«umeotazlone. La qootn bue d'inUgruinDe •ublrl, rtr I ~out 

tolndlc•Atl '' ~tntl uriadool : 
'Art. I. 11 ft.0:tl rNCJtl. tlntl • ..,.pilei ~ rlrortl dl '""""II dol'!'l: 

qnl>la d'lorecn•~<>•• ,..n o dot qnhltl dtll• qoora baot, ptr 

ebll'r.-17a~ ~~ .,. ... ,.1 '" .... c ..... rro~ .....,,_1 I t il .. 
ro<lrto : qotllo d'lnttf"'d- [Wirl o rre qalotl della q

- rtr rbll"1r .. , .. ; •--l'ft( .., _,; d1 
~~ et.tl dl ro~••••- • ,.,.....,11•• 1~· 1

"' ' q 
lot....- ["'ri • • " "' ...... d<llt .- - · .... . ~ .... 

' 
........ 

i • tntta "-"' odd<>l'f'bta • - · ooca ~-
11.,., • .' .. ~·~ f"Kift dt wta : tt:nota 'Nee a a-.eetata ,. L :,at 
- rhllol"•-= __, ......... o _,_ _ 
-·e) t~d. ~tt .... '~· t·•Ul, r_.~ ... , _.... ~ 
npot11ll o\!0 •lalo Cro:P' · 

Regraded Unclassified
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. . 
IJ I" ' <>11"1 r.bllogra~Uma ell .. u. toattaato : qaola beoe 

di ••. ~; 
:. 1.,., """ ' rbll"'ftmmo dl ftlatl dl clopplo <OD~ato: 
dl rul ,.ua lrtter.t e) auiUeatata dJ L.. 2; • 
~t Jlf'r ••: nl chilo:nu'I''IU dl ft .. tl d1 • .a..ppe toaltDO• 

'*"' til • u1 alla leu~ ., no..._ntata eli L. J; 
II 1~, """' rbllo;:r.t.,_ dJ Olatl dl ooan.tta ceat• 
q1MA tli tnl AU& J.euera C) t 
lta:"utl. n•Uuti. u,.ta1, tulU, utlf'l, ...,u, 1 calu, 

:•lit• ,.ulto tloto o thdto: 
. ••;¢111 a·blluaramnaa i.ll W'tf' f'tlnttuuto: quota b111o 
oil 1 •. 7 ,r,o j 

!!I I"'' .. :,:ul ri•IIObfT~m~ dl ftlnd dl doprio WDltnato : 
111 rul nUn lt Heta ot numf'ntata dl L. 4 ; 
$4 1~r henl •·bit.-.;;;nmma dJ tU:ut dl ..charre eont• 
,. ...... , fti till :. II# J..th·n AI anmftatara dl L. G; 
'' r~r .. ~••I d ai\IJI"'D&U 41 ftlatl i.ll bovr1'f(te eoo.\1· 
•1uvra 1.H ('Ui alto. ~tiUG ~~ uw&Mntata dl L. L 

Art. G. 

''~'~• ·lh l' ,.Ja RH!Jnltroo t'l•t nll't• t&ro dl JJ.ell1 trntta IC'ft'liC'• 
f+ l<hltoNti:lt• P lf•tUt, ttl•ti fli dn('llio) C'01AlU't1tl, 

,.,..,..re tltuunc·hclt.: ull' l::me Sudonnle Scrf.N. 

.\M. ; , 

lhu• •li lr'.;'Ji •o;UnJ .. "ljlnA Wt''h'ft II ).fiD1.f'il ro rc-r It C'Ot• 

r• .. lr.i tJj,.,1)~ l'llr t-"f"rtnmtonlo cltlh· :,:lnt~nae di 
-mJ•lic·e ~ ndth•Jll•lntn t tnrt:l, Glatt dl 

ucuu:bt' rli qurlle lll IIIO&ltol1 )eli~ ntqullrnt l 
rt. 1 e um1 nurur• t rntorornuul, e ordluntoo 

In m.a;::11.zinl tJn fh...-1 hiArtol. 
,.., r o~•r J~ f"III'JM•mdunl, dl c'HRM.·rto <'On II ,llul· 

If' , nn DU f t"fl11 C)tu"fiO ('tr l'tcW:I"i('flhUtU 0 It rore
• IIJojWJf~ ,,.,.r I~ dlMtnn1 df*tle. ~~n~llr.r tll lonu.oll 

. t di fJOf'11 f" f'n·ntualmf'nt t C'f"ilflt"ad J•rHM all 
•••mm . a ll,. *'"'I"' dl f'fPif~ rhe oll"c..trro II rro-

:,:i:tN+nu •ll JO('tn ll''"'t'l~ltt- ai ""u•l d~l 

,\ rl . "· 

• , , In rt"IU7.h•u'-' Aile ftrt"t-..ntl dJ,,.,..,.bioul, IC'Ir•" 
""lhi d.th·nuina d•.Kie •WIIa quo~~llta) tltl.lle parti te d1 
•lt.·l ( •rtU.V rc•la ah'o. ~tUtlllli"'-'t lnlll i.ntllit•llhllmHife l 11 
IIU,I t 'untPiiS)>iHne tonrlt .. th-R ttolitU1111 I""""'' oacnl 

alone dtii'P.ote Nulonale 8eNo - ...tiel a _... .. 
meato, ....,, 1 ~ .. u ,..,,. r.....taa- at 11a111 -~~ ,.... 
•IIJOilll dto,....alotol .. tla -ta!JIIIIi c1e11o ltace. • · 

L' Eute lla&luule ilerltO p...-._.1 tedluoll'ellt 
..... olll clltttuoto <01 I f.-.11 ad - for.lll a - tolle 
tll• toOOI&Iolll -... 

l'er le ,.,._ 4o 00010Hnil tloU' EAit !lado .... krtO. ,.. 
l'• t>rll<a.Uone dtl p.-oto dj!cftto, _,. -~ f II· 
re 400.00& lo •••••••••••• dt l cap. • · It deu. .... 11 
r•,..•l•lune ~Ita • Jl('M d•l :l!lnllft..., delle «>rP..nloal por 
1'- r<l•io lllllo·IIIJ8 t roor I ou...-ri .......... a ~lo 
1011·1~~. . 

C'oa ,,..,,.,1 dtl llll»t.cro por lo ftaa- .,.. .. ID
ael billln<lo I• •·orluloul orco,.,....tl por l'oll .......... ,.. 
lll'Dtf dCC:l't'tO. 

Art. 11. 

('on dtotnoto tJ<rl lUuh•tro ('fr le corPora.doaJ, ell toWeto 
ruo I lUnlttrl l\tt' l'usr:rlcolttu·o e le romtt • P!" M )loaaa. 
~rnnao dt't..-tmlnnt P Itt modatitA rer Ia dntnida obW~• 
ri11 nll"f:r;~to Sodj•llftlc ~erlco d1 tutte It rtpcJ1te CJ nl al
l'url. G. 

Art. tz. 

II ,.,_,,. llo ... rd~ .,., ,.,_ IJ> •'- U at- - -
rnW.Iinulorw n•lla 1/t :r<llo U8~ie .. dol a.p. t - ,.. 

ltfUato at l'nJa:m.•ato pH' b IWl tonTtlf'ltoa.t fl ~· 
11 lliohitnl Pt'f'I.OD.t:»le 6 tutorl.az&&,o aU. IJI"Nf:Dlaloel 

dtl relath·o dl-..;,'flV dl lf'I'P. , 

Ordinlnmn c·l•e 11 f)IT!tf.Dte df!trf'tlt, manlro del •ltlllo drr:Jle 
~Into. »In Jruwrtu IW•JIIl l'ia("(''lt.a ulk'J•I• 41elll \fopi. e dtt 
detreti del U~onn cl"htllln. maodaudo a clllu.Dque 1petU dl 
~r\lltlo e d.l fatlo u.tmLre. 

lJ"diO a no .. , addl !:!1 .... 1107 • A.alt U ; 

iu.·Ual.- ,-l .. llr rort.oralioul. roaJ('Ott.ta ~1 t.aAt· 
dl ru! qnn In £ON •,.,..•••n14 dt<:li a; r!toltnrll l 

... ~ .. r .. rori ,," ..... "t,..";Tinrt ... '"-· a~« tu ...... r~an • I 
l.u••nt:nri delria..Juatrb , &.l• ••tl d.all~ tl-r~~tttlno 

,,, .. ,,in•·lnli ~ J•l'fii, t"lluta d.,l l•~h·tro prt~dtlt'Uit dl 

t'vio•ll:liO o t!u UD IUQ .IOC*fO, 

.\rl. 0. 

~'Nl"'"'' hou:nll f'rcKI4'ttll nelte t-nml'n:ne tflitr .. u 
•lt·U~ dU.po~>l&loa.l ru•.n.-uulf' ...,..r.~~.n . J. • P"ah~ 

P'"''~•d•. Ia quaw. ntl C"ft•l 1!16 p:n<•i. t•t><\ "ltlldtrol 
LroaoU a~Ollo<tatl •·olutoro Ia - a ile 

n•ll\ut. ::. •1.-o tb~ U ratro DOD tfWJthtd· 
:•u) b~\·f'. 
t'l..e DOD Olt,.rDitHIDO tiL. fl,.,..rb;ionl <'O&UI'n!Ue 

t'(lnmui J(f'lfart. ~ t ,PfJU a rtltoU S e 0, IODO 

l'"!l l'an\mtnl"a lao a i . Dflet, 

Art. 1 .. 

N f'N I"f'Dt( tift' Ja tv4 iiOfW"'.entw .Jet ... ,..... 41fl• 
d l t ul at J"f1'tlf'fttf" iltc'n-ft\ • .-Mnhf' ln,.,.tltll M l 

d<l llialtltrO dtJ!e oorror-4ftl ~ -..1 a 
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REB 
GRAY 

London 

Dated April 11, 1939 

Secretary of State , 

Washington. 

4Cl , April !1, 4 P• m. 

Rtc 'd 3 

~c~ rREASm>: FRO~ BUTTE~10RTH, 

P• m. 

~'£ feelinG in tht city today is on£ of ncrvous~tss 

and unccrtn:i;:ty ; such apprehension aa exists s cc:•s due 

less to ft ar of an immediate ws.r l;hr.n t o concern as to 

wr tthtr tht Br Hl sh Government can and will adopt a 

vi~orous and effective policy at home and abroad. 

London stock exchange dealers nave cautiousl y 

~Arktd do\vn prices in all sections of thE market and 

thtrt has also bttn so"mt selling, particularly by con~ 

t intnt al holdtrs !:lut the prtssurt has not been great. 

Briti sh Gov~:rnmcnt stcuritits \7ert notably ntak, war 

loan for cxaoplt closing almost a point down at 94~3/8th . 
In tht forcisn exchange marlctt the spot dollar rate 

has bttn htld at 4. 6818 ; thtrt hao bttn a steady but only 
The forward dollar 

the British fund 
fai rly substantial takefff of dollars, 

has moved out and despite operati ons by 

closed t :!I'et mont h s at 2 7/8~3 . Liktw1st Sn1Ss and Dutch 
currencies 

Regraded Unclassified
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REB 
2- #461, From London, Apr. ll, 4p,m. 

currenci es have bt t n weak, Dealings in the pound franc 

market ~ave beEn f ew and far between and Paris is rcpor~td 

to be sligntly morE nervous than London today. 

Cold 118 9 again fixed at parity and thErE was in

creased stllin~ by hoarders as EVinced by thE fact that 

174 of the 1B6 bo.rs vttrE married. ilowevcr, thE n rkct was 

reported rated to the txtcnt of 60 per cent of (~) . 

ICLP 

CSB 

I l 1 H 

•J• ~)· t 'I 4 d f 
! 

..... 'ue'!AJ 

KEliNEDY 
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CJ 

Stcrrtary of St at£, 

Washington , 

466 1 April 11, 6 p . m. 

GRAY 

London 

DatEd April 11, 1939 

RECEived 12th, 3:05 p .m. 

FOR TREASURY FROM BUr-I'(RI'IORTR , 

OnE. The information containEd in your 246 , 

April 11, 4 p .m., was convEyEd to thE British Treasury 

and Sir FrEdErick Phillips particularly asked that ap

preciativE thanks br conveyEd to you for the rapidi ty 

with which this helpful measure was put through , 

Two, NervousnEss and uncErtainty wErE lEss evi

dent in thE city than yEstErday duE as much to today's 

unusual sunny wEather in London as to thE absencE of 

any untoward dEvElopment . ThE London stock exchangE 

was thErEforE slightly firmEr but thErE was littlE or 

no rEal buying, MonEY has bEEn somEwhnt tighter, 

thrEE months ' b ills wErE firm nt l f% despi t e some buyi ng 

by thE Bank of England to rasE thE situntion, ThErE art 

indi cations t hat thE clearing bnnks arE accumul ating 

cash, doubt lEss for distribution to out of town branches 
as 

412 
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-2- #466, April 11, 6 p , m,, from London 

as a precaution , In this general connection reference 

is made to my 428, March 31 , 6 p . m. 

Thrt t , ThE demand for dollars has continued on a 

similar scalE to yestErday. ThE British authorit ies 

have steadily madE dollars avai lablE at 4, 68 1/16 and 

this afternoon operatEd in thE thrEE mont hs ' f orward 

market a t thrEE, 

Gold was not p~o~~o t. ;~ today and of thE 200 bars 

sold at fi~1ng 97 wert married and the British fund 

supplied a few , ThE total of dt nl ingo after fixing was 

f a irly substantial in amount , madt up of a number of 

small transnctions . 

CSB 

0 H13l 31 

IJ)IIf._.,.JO vaiR AIPT 
tw:•,),.,z • H ... ,lt•O 

-... "' -~ .. -... 

KENNEDY 

U3 
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PAJU.PIIRASJ: OJ' Tll·YiJUV RJ:OJ:IVED 

nlOih Aznerioan l:lllba .. y, Pa.ria, rranoe 

DATI!: April ll, 1939, 8 p.m. 

10.& 703 

J'ROII OOOB!Wr, 

On the ~aria market today, in the firat official 

t rading eince laet Thuraday, the effecte of Italy'• 

move againat Albania were noticeable, Rentee and 

sba.ree here deol1ned between two and t hree and up to 

five percent (B1c). There were no heavy offera ; however, 

there wae a lack of purchasing counterparts. 

There wae weakneu in the forward franc, and this 

aft ernoon it became neceseary for the French control, 

through the Societe aenerale , to eupport the spot franc 

by yielding a little sterling. Weaknen aleo in other 

conti.nen~ currencies, with attaokl on t he forward 

belga in particular. 

BULLltT, 

•l•,.fr-• _ ••. , 

.. • ' :v ... , 
JA:unr ... 

.;14 

I 
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