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I .U'IIl4 lib ftl'at .. ._ tllat I ~~~J~Nol&M -.uo 

opporta1t:r to preoat to .,._. Ga '"" rq new oa 

neoe .. al'T NTeD'U lepel&Uon. Toll ll&ft ~tile U7U., 

'lo :rear 1e a soo4 :rear to naeot a tu ~~~. 1 a.rta1a1J 
thb relll&l"k 110uld •••• to be an aoourate tore ... , of liMO, 

a :rear in Whioh a national eleotion will oo oDd the attea­

Uon Of the OODDtr;r, !heretore, rq eppearanoe UN ~ 

a: well be a:r laet before thie Ooam.ttoe on the bzoN4 nliJMt 

of tax lepe.lation. 

For that reuon, ~ I 41cro•• a MMat to thank 

th1e Oo-ittee and .. peoiall;r ih Cbairaan, RepreeentaUn 

Daughton, for the oooperation and ooneideration ¥bioh han 

b .. n extended to .. thro\IChOut 111 tera 1D ottioe. 

BepreeentatiTe Doughten, :rour Oo.-J.ttee, Senator Barr1eon 

and the Senate r1nanoe Oc..Utoe han eernd the .. uare of 

th1e ooDDtl"J 1D a aanner or tlhioh we ~ all be proud. 

Wortting with thie Ooaaittee an4 with the lenate 11nanoe 

Oo•Utee hae been an ezperieaoe tlh1oh I llball. rnaber with 

pleaeure. 

lhon I appeare4 before thie G t ttH on -.z.oh 16th, 

I 1&14 that the freU11l'7 110uld eooa 'be ~ to pft to tile 

appropriate Oongreeo1onal ooee•tteeo ito reea D4at10ao tor 

Clht.npo 1D tu tax o:r•••· ReproHataUn Doupta oa4 
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leD&tOl' lla1'1'1aoa ba'I'O Gpi'OIIof. a 4el11'o M 1'1001'1'0 ~ 

rooa..ID4at1oae til' ao1:1oa -' tb11 11111oa. 

be 1'0'1'111111 lOCillaUOD 4v1JI8 ~~ ll111oD 11 

a rooogn1&14 noo1111tr, ~ 1no~l •axe• on oorpol'&t1oae 

up1ro at tho end ot the oaloD4&1' roar, &114 uo111 &114 1&111 

taxoo riolding about teoo aillion1 anauall7 1zp11'1 duriAg ~ 

eWIDor. I hope that Oongrou will not 1111lplf oxhnd tho 

oxp1ri.ng l1'1'1oe and adopt tho u1ual toohnioal ohenp1, bat 

will take th11 opportun1t7 to adopt thole tow baaic rotoNe 

which we badl7 need to make tho revenue B7Btea tit the need1 

ot tho oountrr. 

At tho proeont tiao wo 1t&Dd at a point ot 

incomplete bueinou rooonrr. !o -•• ahead toward ooapletl 

rooonrr, •• auot haYo a willingnoo• among tho poopl.1 ot th11 

oountrr to inYolt 1n tho futuro ot American produotin onter­

prho. It thoro are ol.nonh in our tax •r•h• wbioh d&apon 

that Yillingnou, we lhoul.d ro_.,, thea. It unoertaintr 

onr pouibl.o tuturo tax dnand• il haaporing bu1in111 

expanaion, I b1l1no Congrou 1houl.d point tho nr t.ow&l'd 

a eound &114 adequate t1eoal. pol1o7 wb1ch Y1l.l. onoourag1 

roooY01'f and rooapl.o,.eat. 

It w are to aoooapllah ~~• hol.ptul., tund••ontal 

rotona1 in tho t1old ot tuation, I bol11n ~~ ,..ar 11 ~ 

one in wh1oh to aohion thea. Oongrou now hal an opportunitr 

2' 
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to pel'het Oil wa •• - M& 117 .. • *lell w llaft lla4 .... 

1Jl NGeDt JNI'I ..... 011 .V.11 If ..,..1111D ._ ... fOI' 

reTIDUio 

IJ.Doe l~<S2 11deral tu ooUeotlon• llaft Ml'l tJiu 

trebled, r1e1ng tl'oa tl,900,000,000 to aa all-t1al ~of 

ts,ooo,ooo,ooo. Al.tbou.gb a part ot the 11lona•l4 ooU•oUoa• 

11 aUr1butable to 111proTI4 bul1ae•• ooD41t1one, the Ml'l 

1apO.rtut part re111lt• tl'oa tu rate 11lorea••• uaotl4 4V1D1 

the paat 11nn 7ear• or troa the 41D1al ot 10M tu dlcbaot1onl 

preY1oual7 allowed, In 19~2 Congre11 ra1eed thl 1nooae tu 

ratee to a~prox1a&tel7 the lenle preTa111ng after the wrld 

war, utate tuu were rougbl7 doubled, ud a long 111t of 

exo1ee tuu vae 1apoeed. Liquor tuee were added 1ll l~~s. 

Colleot1one ot eoo1al eeour1t7 tuee blgu 1ll 19315. Inooae, 

utah aad g1tt tuu were ra1eed again 1ll 19M and 1ll 1~. 

Corporation 11looae taxe• were ba11oall7 ohenged 1ll 193& and 

again 1ll 19~ 11h1le 1n 1937 leg1alat1on vae enacted oloeing 

loophOlll 1Jl the 1nd1rt4ual 1DOOM tu, !aoh 71&1' lillOe 1~2 

hae brou.gbt eoae oh•nge 1ll our tu etruotare, uluall7 a ohange 

d1otated b7 the dlaand• of the aoatnt. 

I lliCPit that 0oJICZ'III loolt baok Oftr th11 NTIDU 

leg11lat1on ot the pa1t aenn 71&1'1 AliA, b7 IZ'Ult1DI tu 

allovanou at atrattg1o po1nta, -•• aJ17 obataol.la 'llla1ob 

DOW lila to be ataaAtng ill the waJ of bu11D111 esp.DI10Do 

!he following reY111ona, 'llla1oh I • .u.lttSJIC for J'OU' 
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oouu.r&Uoa, eppeu te • te otfftl" tillll Md ~· 11811 

ottooU'N •nne tor 11111''"'•1 tu ta _..... .. ,.,. tall 

OIJIOOl.U, U... OD DOW IIIII npe ... 4.1Nabooo. 

1. • •• haft tnr 41tfoNDt tu .. QP11oablo 

to o1"41aar7 bao111on OOJ"'))J'atlou: a r 1 "'"' of the 

19345 un41otr1bv.to4 protlh •u, a oapital otoak tu 

and an eJtOoee profit tax ouohcl 111 lt:S2, and ae 

o1"41aar7 111ooae •ax. fbo oorpora,lon •u .,., .. 

would be groaU:r e111pl1f1o4, 1h JueUoe Manrablf 

111oroaoe4 and tho burden on new and 'QDOOI'talll en,Ol'­

p~1eo 41ainebe4 1t all tour tuoo wore ooneoli4ato4 

into a •1Dilo tax on oorporato 111ooMe ;r1ol41DS the 

eaao zooyenuo •• tho tour oneUJII tuoe. !hie nn 

tax would protorabl7 be at a tlat rate Y1tb -• 

oonoeee1on to oorporatione haY1DS loee ~ porbape 

fl!6, 000 DO' 11100M, 

.&J.tbouch thil Menge would OOIIplOhl;r 111•1UtO 

what maine of the 'IIJI41ot1"1ba'o4 protih •ax, 

I bellon we oan DOW take thie ehp without eaor1t1o-

1DS tho obJooU'Ne 'tlbloh we eo-apt llllwn the un41etr1-

buto4 prot1ta tu wu propoee4 111 19M. fbo YOl"f 

ottooun tuatloa of 1111oorpora'o4 pooutlloell:e•, 

tha' 11, poreonal bolcl'ns OOIIP&Diee, 'tlbloh wu ouo'od 

111 19:5'7 hae oloeod the loopbulo 'tlbloh bll4 Mea uo4 

to &Y014 h1ctl poreonal nr•uo• and 'tlb1ob a. u-

41nr1ba'o4 protito tu b&4 eo-apt to olon 111 a 

41ttol'Oilt ...... -
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1. Ia ., op1a1oa w llbola14 reaotato ~ 

aU....- 1111br Wtoh tiM oorponUOD 11h1oh nd&1Jal 

a ut 'bua.oo 1011 1Ja aD7 ou r-ar oan OU'17 toi'WU'4 

that 1011 &D4 414uot 1t troa tazabll 1nooa1 real1zo4 

1n 1ub1oquont rear1 . !axat1on of 1Dooao 1D annual 

1egaonte 11 an arb1trarr aoa1uro of oorporat1on earn-

1nga vh1oh 11 u.de DIOIII&r1 br a4a1Ja1etraUn re­

qu1reaentl. Yo ehoul4 not, howenr, P11ah th1e 

arbitl'&1'1 annual bal11 tor aeaour1ng taxable 1Do_. 

t o t he extent ot retue1Dg t o reoogn.1ze alhrD&ting 

per1o4o ot _prot1t and 1011. !he preoent •r•t•• ot 

allowing no oarrr-onr ot buo1neeo lo••e• tor noraal 

tax p~o1ea plaoea the tax 111tea 1n the poo1t1on 

ot deterring both the TOlat1l,e durable goo4o 1Dduotr1eo 

and new 1Dnotaent. 

3. I aloo .ug11t that oap1tal ga1De an4 

101111 ot oorporat1ona be han4lo4 tor tax purpooeo 

1D the - ••nner aa or41narr bue1Deu profit• or 

loooeo . Under ex1et1Dg law a oorporat1on aar get 

little or no tax ore41t tor a 1011 ~Uit&1De4 on 

a oap1tal 1nYeltaent, a taot wh1oh aar d1aoourage 

new 1DYeetaente. 

•· DlYldend• reoe1n4 br 1nd1Y14ualo, 1D ar 
op1D1on, ahoul4 be glnn a tax allowanoo ooaparable 

to that 11h1oh -• 1D etteot prlor to 1~. 

At preoont oorporatlon lno_. 11 taxed, &D4 thla 

5 
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111111a a. 11aoc.~ s.. pa14 oat u UnAelllle, a. 
etee)'ho1.4n' pap 1lbe tal1 la&lnc1a•' 1aea•• taz oa 

hie 41T14ea4e w1Gl ao allnuoe tor 'M taot 'Mt 

the oorporaUon :bae alre~ pa14 a tu on the -

eara1aga. !h1a tax arraJIPII8Dt, Ml'eOYer, •~ 

oourase• oorporat1one to f1Daaoe theaeelne b7 

go1ag 1Dto debt rather thaD b7 aell1ag etook be­

oauee oorporat1ona ..,. deduot 1Dtereat ~nta 

troa theu taxable 1Doou but aq not deduot 41T1-

4ende paid. Intereat 1a tued onoe, tdUle 41T14ei!Ab 

are taacl tw1oe. 

6. At the pre88nt t1 .. one of the aoat ulteoae 

a1tuat1ona tor the tazpa7er arieea out of Jederal­

Jtate-looal tax oonfiiota. luaeroua onrlappiag 

tuu ban grown up eapeoiall7 during the laat ten 

7eara, ae both national and ltate goYernunta 

reaohed out tor new re.anue eouroee. I ~at 

that Oongreaa enaot legtelation oreatiag a national 

ooaaiaeion to etu4J' tHie problea. !he ooaa1ea1on 

ahould be aa4e up of un haytag the b2ghut poaetble 

leYGl ot ab1lit7 and publ1o oontidenoe aa4 repreaent­

iag DOt the Jederal, ltate aa4 looal goYel'DDtDtl ae 

euoh, but the national intereet at larp. !heu 

tunotion would be to etu4J' 1DtersoYernaental t1aoal 

pol1o7 1D 1te DaD7 ,..,_t1oat1one aa4 l'8pol"t to 

0ollll'818 Y1tb1D tJw Den two J'O&re, 

6 
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•· e. et • ... <t: s' .., •* • ws•••• 

•'ell I lbnl& ~ " ...,.,. ~ I.e a _.lutua 

of JW'O~ull • 121 ....... a. ll1e Jl'ift'o .. .up 

of c.11 ooutl'f to plaJ' fteb • n1 put Sa ftltl•o-

1111 was.aeaa ospullon u4 n14loJMatl, lllr1Bc . 
:reoent :rear• auh ha• been ...U ah'lt Jl1P 1n4J.n4aal 

1DoOM tu rate• 11h1oh reaoh a polk of 71 po:r ... , 

1n tho top b:raoket. fh••• tuea, oo.b1nec1 With 

etate and looa1 tuea 1n aaa:r Jar1a41ot1ou, an 

aald to ~aoovap tho ol'41Da:r:r aon.pUon of l'lllk 

b;r 1nTedo:ra booauae the tu oolleoto:r would take 

ao sreat a lhare of &117 lnoo .. rea11&e4 tl'OII 

a bua1Deaa TOnture. 

In Tlew of other teatu:roa of ov lno- tu 

atruoture, 1uoh •• tho aethod of tulng oap1 ta1 

galna of 1n41T14uala u4 the tu ont~ptlon onoDClo4 

to lt:ate and J'odel'&l IOOV1UII; I OAD not ap'OO 

that tho avtuea on 1n41T1dual lnooao are too 

hlCh. Tor:r larp portion• of ble 1nooaoa ••O&P4!! 
tuaUon 1n 'llbolo or 1n part. Bown:r, I lhoul4 

like to •uaeat the followlnC •aavo• 'llbloh, 21 

onaoto4 ~ ooab1Ut1op. aiCbt 1Do:roa1o tho oqaltJ 

of oar tu •:r•t• and onoo~ tho Ollpl.oJMd 

of TODtureooao nap1ta1s tl&tltn tho napUal pial 

aootloa of tho 2Do t tu lav, 1DoJ 1a1o o1tato ... 

C1ft taa n.to1, I' 90 tu unpUoa fl'oa r.ttvo 
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liAel Ot h4eft1, ..... , u4 loul IOHI'l .. lel u4 

Uaea N4aoo a. .... u "''•• la -. ..., ~'• ot 
0111' 111- tu. 

I llboul.4 UP to ealup • Uae Pl'opGMll *1* 
I ba.,. Juat 11111Pih4 u prerequialto• to lowrlq Uae b'"'" 

1urtax ratee. !he 1D41rt411&1 1.11oCIIM tax law etUl oontallle 

proT1e1onl 11h1oh neect atrengthla.1Jig, u4 thl aoet lllportaat 
ot thea are tho11 I ban Jult aent1oM4. Jlore apeo1t1oal17, 

lhould like to otter the following oh&Ar••s 
1. Pruen1o oap1ta1 ga1De aJI4 louu prorteiou 

of the 1n41T1411&1 1Dooae tax oan bo 111proft4. A. pro­

fit ti'Oa the eale of a etook or a bond or a p1eoe 

of real eetate or an:r other oap1tal aeeet 11 now 

taxed at a aax1a1111 rate of 115 per oent 1f the aeeet 

ba1 been helcl aore than two :rear1. Oo.pare4 wUh 

the 1Dooao tax ratu tbat appl:r to 1a1ar1u, 

1Dhreat, 41T14endl, and rente, the ratu on theeo 

long-tel'll oap1ta1 ga.1De are T01'7 low. One reason 

g1TID for eett1ng thea 10 low 11 that the deduot1on 

ot oap1tal 101101 11 eoaewbat reetrlotect. 

A. fair tax e:retea oan not be aoh1eft4 bJ 

aat~ an unJuet1t1oct oonoe1e1on bJ a bal'ah 

reet.:-!~!.con. A. aore eenallllo proooclare 1a to re­

aon both the ooDOOI110D aD4 the reetr1oUoa. 

Bonoo, I 111g101t tor oon1iderat1oa an iurea•• 111 

the tax ratoe oa loac-tora oap1ta1 p.iu, a& 
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,. .. 11t17 al• •• lD•a•u••• ldU (DOW •aua •• 
a e·rl- ot 10 pe ooa•), oowpl.o4 wl111l ..n liberal 

allowaaoo ot oapUal looooo. ~· eQUal looooo 
oollld be oarr1o4 toi'IMM oennl. JO&rl to be ottoo• 

ap.lDet tllhM oapUal ga1DO. ~ ut rellllt oho'llld 

be no 4oterrea• to gen1&1.no loas-tol'll 1DftotMnt, 

oopeoiall7 1n Y1ow ot tho 1~1t1one aa4o later 
oonoerning ourtax rateo. It would 1noroaoo tile 

rOYODUe IOPOWhat and ta1rne11 aeong in41v1duall 

a great 4oal. 

2. !he prooont law allow• l.arge tortun01 to 

01oape their fair lhare of taxation through the 

loophole of gift I. !he pr01ent trPO of g1tt tax 

11 powerless to prevent auoh eeoape. fhe gift and 

ootate taxeo ohould be ooor41nated 10 that troa thl 

tax po1Dt of v1ew there would be no oubatant1al 

41ttorenoe ldlother a aan gaYO a~ h11 eotato dur­

ing h11 l1te or at h11 4oath. fh1• ooor41Dit1on 

would 1n otfoot oonoidor g1tto and the final 41o­

tr1bution ot the ootate at 4oath ao a un1t1od 

llrieo ot tranotoro, With one UOJIIPt1on IUI4 one 

rate ooalo, 1n plaoo ot tho two oxo.pt1ono aD4 two 

rote ooa101 1n tile proooat law. It Ooasreoo 

d01ireo to pvo - opoo1al 1DduooMat to g1tto 

aa4o prior to 4oath, th11 oaa be aoooaplliUil 

through opoo1al ore41h. !he reftnuo 11loreuoo 

troa the ooor411lat1on ot g1tt an4 ootato taxoo 
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...U lie NaUMI. p teu,. 'Mt aseU ewatu1l.J' lie 

nbltaatlal. 

I wal.4 like te ..... ,. elM Qat Gollpoe11 eoae14a> 

1DON&I1q the J'1114 Of the Plt&h u4 pft kul 11J' 

proY1d1Dg 1oae~t lower IXI~t1on• &Dd ~er rat11 

1n the lower &Dd a144le braoketl &Dd b7 el1a1Dat1q 

the preaent e~eapt1on ror lire 1Diuranoe. 

:s. !ax •~npt1on o&D be el1a1Dated troa htare 

1uuee or goYermaent and gonrmaent guar&llteed"boll41. 

!he !Na•urr Deparblent b&e Urlad7 reo-111414 th11 

aot1on. S.aoYal or tax •~e~Uon w1ll ten4 to p1Uh 

1nto new or e~ bus1neu enterprises the k1ll4 

or pr1nte capital 11h1oh oan arrord to undertake the 

hazards or business deYelopaent. fUrthermore, the 

11~t1on of the interest on tuture gonrmaent an4 

gonrmaent gu&r&Dteed bonA• 1s one of the aost obrtous 

1tep1 towards tax Juet1oe. 11h1le the rennue J'ield 

Will be nall 1n earl7 7ear1, 1t Will enntuall7 be 

quite 1Ubstant1al. 

l'urtheraore, the 1nooae tax oould be 1t~ 

l1a1ting the pre1ent 4eplet1on allowanoe• ror o1l an4 a1n­

propert1u and bJ' doing &W&J' With the 1p10Ul. 1tatue ea.­

Jolrea b7 1nooae tu;parer• l1Y1q 1n oo•wa1t7 propert7 1tate1. 

!hu1 tar I han been d11CNII1DC 1a detail rertl1on1 

the tax laWI whioh haYI HID III&Oted OYII' the ,_at leYID 

I llbould like - to turll to the aore -ep1JI8 probl• 

of po1aUJ11 the ..,. tor htwre tax polloJ' u4 r11oa1 pollor. 

10 
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a~· ft.-1 o'bdule .. • ;lno NMIW"I 

lllll~llr a pft'1o4 wbea ••w TU O:qtl ,._,., ... II:IIIM• 

t. Be fear of tu lNI1M11 ua &114 1Jaftltv If tile 

ll1!.tl1'11t<IU.lli1oal~b tax bvdenl 'lib1 .. aq lie pluM IIPOD h1a at 

in order to brlng 1ohe CloYII'DMnt' 1 ba4ce1i 1Dto 

Jluoh Of th11 fear il pooiiDIU111. lbe P~ral tax 

yielded aore thaD &DI other 1D 1ohe 

lhlat<lP'I' Of OIU' OOUDtry. Vi1oh eubetanUal 1noN&III 1Jl 

&114 1B the national 1Booae, reYenue lhould 1'1 .. 

higher under anetlng taxee and with a reaeonable N­

ion in expen41 turae should balance the bud«et 1B pl'Oe­

yeare. !he preaent revenue eyetea will not, howeY&r, 

nat inoreaeee 1n the publio debt oyer a long perio4 

-- good 7eare and baA -- unleee there ie a ra41oa1 

reduotion in expend11ouree. With relief and national defenee 

___ pel'Oentage of our r~ral 41ebureeaante 

foreeee &DI S...e41ate opportunity to brlng about 

auoh a our1oa11aent 1B expenditure•. 

vnleae we are to ooaait oureelYea to a ph1loeophy 

of continuing 1noreaeee 1n the public debt, I belieYe that 

Oongreee auet eoae t1ae enaot aeaeuree ~oh would bring 1n 

a441t1ona1 rennue. When thl l'Oad toward a balanoed buqet 

haa not been oharted, 1ohl aan 1lbo hae eave4 aouy or 1lbo il 

1n oharp of a bue1neee enterpriee aar retlulo to Ull4el'tekl 

an ord1Jlar7 1Bnetaent or expaneion booaaeo he lliPI01it 

hlarter taxee ahead and he oan DOt foreeoo !low 1oho7 w1ll 
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le-e he oa.a aot appralee the haUJ'Iie ot the 

he lla7 IIU'Ir. u ... 
U 1a 117 e11loere hope that thie Ooapoaee, thla 

year, will dlapal auoh ot thia unoerta11lty by po11lt1Ds the 

way which tax policy and fhoal po11oy are to IIOYe toward 

a balanced budget. !he a4opt1on by Ooncre .. ot a prograa 

oo11111.1ta ua to a trend toward a balanced budget durinc 

fin years is, in 117 opinion, auob aore 111portant 

the exaot date of budget bli ano1Ds. l!luoh a prograa 

to ae to play a rttal part in inore .. inc the national 

In closing, aay I suggeat for your oonaideration 

should bo a part of any auob prograa: 

First, the continuation of the eales and exoiee 

vbioh otherwise exp1l'e thia year. 

Second, the program of tax adJuataent and reYi81on 

I han outlined abon. 

!hird, an increase 1n the a1ddle braclr.et inooae 

a reduction ot the inooae tax exe~tions to $Boo 

elDCle peracns and t2,000 for aarried peraona. 

rourth, and most important, a declaration by 

in unmistalr.able teras ot a policy whioh would lead 

gradual balanoinc of the budget. 

I would not have you infer that it the propoaala 

I haYe auggeated thia 110rninc be adopted, buaina .. 

would at onoa Oxp&Jld to booa proportion•. !heee aea8Urel 

12 
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~--Ub .......... ...a 
foo4 •• a pats.••' eutalll•'• an. a leaS 111M••· 'IIIQ .. 

oue• 11.1• reoofti'J .,.,., pt 'llld tiW1 ..... b.1e _, M 
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lfd!JA, 1-. 
•:e;we4 .. ._, tw ... I'Mu7 ...... ._ h llllb 

Won 1llra A ._. ......... • • fila t.cielaU• 

·-···· 
I oboG14 lilla flrat h _,. U.' I IIPPNOlah Wo opporftaltr 

to pruont to 70'U' C-'. Uoo ~ nove oa -o•OOJT roY- loctota­

Uoa. Too. han 11001'4 tha tiiTiDC. ..o ,..,. lt a cooct :roar to 

wepot a tax lllll. • Cortallll:r tblt ,._,... wnl4 •- to llo • 

OCCilrato foroeut of 19t0, a :reaz ta wbicll a utlaaal oloetiae wlll 

eo-4 tba aUoaUoa ot tba eO'IIJltr;r. !horotoro, ., liP~ 

hero to4a;r aa:r poto1lll:r llo ~ latt llotoro tbit Co•lUoo = U. 

broe4 .ul!Joet ot tax loctelattoa. 

Tor that roatoa, 807' t 4tcr••• a .oaoat to tbaak thit ea.atttoo 

and oopoelall:r lh Cbai,...,., bprotoatatlYo !)oQchton, tor tho 

cooporatioa aa4 cond4oraUOil ..Ucll haYO boon onoa4e4 to • 

t~out ., to .. la ottteo. Bepruontatln Doac~>toa, Tflar 

Coatttoo, loutor Barrltoa and \bo loute 71Danco Co .. lttoo baYO 

tOrYod tha welfare of thlo OO'IIJltr;r in a -.or of wblcb we 807' all 

be pr0114. Yorll:iDc wi\b tbio Coal\teo aa4 with tba Souto ?iaaoo 

CoalUoo boo 'boa aa uporloace wblcll I oWl HM8bor with 

plouuro. 

Ybaa I liP~ lloforo tbio Coalttoo oa lfarcll :Nth, I oal4 

tor cllaDCo• la tha tax ,,.,... lllprotoataUYO ~,.,.at 

louhr Barrhoa lion apreooed a tulN h noolft Ule Nl .... 

u- tor acUae at Wt eoniae. 
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.._ •••• • lecldaUa ......_ ato .... ta tea rn ..... 

DSOOIIU:r. !'be iDO- tu .. a OO,_tl_ aplro at \lla 

of tM oalea4ar ;rou, u4 -~- ._.. :rtoU~ .._, teoo atUl­

nplro olurlDC \lie .-r. t bopo 'ba' Ocnwro•• will ao\ •~17 

exteD4 tho np lrlllc. lnl.. u4 -.!opt \lie uaa1 tecllaloal oblalceo, 

but will taka \hio OJIPOr~U:r to a4opt \hooo fov llulo rofoJ'U 

tbat wo 'be417 aoo4 to Mica tlle ..,..,... qot• flt t11e aoo4o of \lie 

coutr:r • 

.t.t tho proooat tt• wo .... otlll 1a a por1o4 of 1.a~lo\o 

roconJT. ~o pt o"""'loto rocOYor:r thoro ••t 1lo vllllacuu 

to co ohao4, aa4 OIJ*'i•ll:r vllllacuu to land la aov 'IUI4or­

taltiqa. If tllero an o'batacl .. 1a \ho tax e:rot• tbat atoa4 

1a t11e vo:r of CIQr colac ohao4, •• ob01ll4 ,..OYa u.... .t.t t11e 

••• tlM vo ah01ll4 proaoh tho '11114arl:rlac tax J•ottco tbat la 

oo aoc••O&JT to lODC-rllO 'bllota .. a , ... ad•••• aa4 pll'bllo volfaro. 

Ooacrou ca, 1a ~ oplaioa, llelp to roao" o'botacloo -

atuAiac 1a tlle V07 of iOYOitaoat aa4 blloiaall a:q>aaoioa aa4 at 

tho - UM proeoh •CIIllt:r 'b7 prOY141DC tax all_o .. at cor\ola 

atrohclo potato. !'be followiac ••• to .. \o 'bo t11e aoo\ 111P0rtoa\ 

aa4 offoctln ..qo to rolion tM tax 'llv4ao \!Ia\ fall oopoclalt, 

bar4 oa - aa4 a:q>ODIUDC bllolaaOIOOI 

1. We - llan fiiU' 41fferoa\ \uH IPPu..111o 

tO or4ia&r:r IIGotMee OOipOr&\1-01 a I t of U. 

'19H u4h\r1'111l\K profile tu, a 01111Ual e\ook \U 
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... - -· pftft' ....... la 1 ........ 

ortt...,. 1110- '-· • -.ua1 a\oali: ._ 1e , o' 

kae4 oa \M 110'-al Yalu of a .,,. r. Mr la \M 

••o••• profl\a \&a aotGA117 a tu oa aaeeaal.w 

profUa. Ill lh -•c:UaW f ora , the ,..h\rl'bllte4 

:protlh \az h -laclan. !'M ool'pOraUoa tu 

,,,, .. wcnal4 be «Hatlr a1Jiplltle4, ni JuUc• 

.. uurablT 1ooreue4 aD4 \M 'bllrd.., oa- u4 

uoanalD aDtarpriaa 41a1Dilhe4, lt all tour \&ala 

ware coDeol14ate4 1Dto a alacl• tlat \az oD corporate 

l~o-•, with •- oo-aaloa lD rata to col'pOraUoaa 

haYlJIC lin thaD parhape $26,000 ut iDeo ... 

2. IA rq opWoll, we lh011l4 allow corpo~Uolla 

IIUI\aiDlJIC Ui 'bile! D .. I • lOUU ill DllJ' OU rear \0 

CUI'J noh lOUII forward an4 4e4oo\ ihoa froa UC­

Nall.-4 ill nblllq'Cln\ 71ar1. At preaallt a 'blldDan 

which hal loa\ $150,000 • 71Dr tor three rear• an4 hu 

thu utte4 $1150,000 ill \be fCNI'th 7MI' -t par a 

llOrMl iU OD the Ml $1150,000, althGacll the plaiD 

tao\ h that the 'blleluu hal Mile DO profU at all 

o'l'lr the <&-rear perlo4. faDUoa of u n•• 1a •••' 

eepeah 1a a arbltrarr ....... of col'pii'IIUca 

laJ'DiJip etch 11 -'• uoeaearr"' +1•1•\ra'l" 

l'lqlllnaea\a, .....-.r, .,. lllft14 ao\ pull W• 

.. 
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mUIU7 -.at.o ,_ ~ ••- .. ._ ..._, .t 

ntut .. M neoqt.H alt-tt.-. pel'S ... .t pnflt 

u4 lou. IIIII ,.. ... , .,. ... of allwlllc ao MnT­

oorer of wlliuu louoo of OOZJIOII'a\1- for ao.-1 

tu: 'PIU'PO••• plaou tbo tu: q11\n la a poolUoa of 

a. !ba orliUIIC pro'ririou for Nipltal looo .. 

ouatlliao4 '117 corponUoao an oao\bor o-.plo of 'lulw 

tbo odttlll& tu: lawt 4loc~ aov lonotMoto. 

If a corporaUoo oufforo a lou oa o..,ttal aoooh, 

if ~, wllich tbo corporaUoo boo aa4o ill tbo ••• 

TOOl', p~uo $2,000. Ia ~ iaotacn, .iboroforo, a 

corporaUoa 4ooo aot ta pracUco cot uq tu: allo EMO 

for a oopltol lou, a foot atoll Uoor111iaatoo IICOiDO\ 

4 . Di'ri4olll4o rooUnt '117 t.III41Ythab • .,.14 1lo 

4tntolll4o an twto• tu:o4, -• ao oorporaUoa too-, 

u4 IICOla \o \bo e\ooi!Ml4or u Urtto.Ae. !Ilia tea 

arruc-t 1Mt4oa\a11J' _.....,., .. ..,....u_ to co 

la\o 4o\t ntbor tlloa to ooll IMM har•o OOZJIOII'a­

\1- ~ 4o4ao\ ill\01'01, .... • .. tn. U..ll' ····la 
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laoOM 'llllt _,. 110\ Uoboet 4l'r14 .... e paid. tate rea\ 

h tue4 oace, while 4lrthah are tu.4 twice. 

&. DllrlDC reeeat ,.are a creat 4eal baa 'beea 

ealcl about the hlch tuee on 11l41Y14ual incoMe 

which reach a peak of ?9 percent la the top 

'braclret. !beoe tuu coa'blne4 with the State allcl 

local lacOM tueo ln aaJIT J1lrie41ctloDO are oelcl 

to 41ocourece the or4laar,r ao~tloa of rlok 'bT 

l .D'feotoro 'bec8118e the taz collector takoo 10 «f'l&t 

a ollaro of &DT lacoae real1se4 froa a •••taro. 

Rowe•er, theoe Mch rateo are NllT tlMI MrelT 

noalnal. Other featur" of our preoont lncoae tu 

otructure, cuch ao the capital cai•• ooctlon of the ' 

lacoae tu lev all4 t111 exaaptlon which h ext.aclecl. 

to lnhraot fro• State allcl fe4eral oecurltlu, 

peral t .,.rT larce portiO.. a of 'blc incOMe to eocape 

tuatlon 1a whole or ln pert, It 1o ~ oplalon that 

the oartu rat .. 1D the top 'brackato of our lncOM 

tu ohoulcl. 'be reclace4 'but onlT lf theM loopholao are 

re&o'fe4 •• eacce•te4 later ln ~ otat .... t . 

II, We ,. ... to aal<a the p roceu o~ collpQtlDC ..,. 

P&TlDC tueo a leoo coapl1oate4 one. Nmch effort 

!lao 'buD Cl.,.ll 111 tlla paet faw TMN to help tlla 

18 
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ov.\ of hbral-1\a\o \aa cafllo\a. ._.rou onr-

leppiJIC \aa .. ban cron ap, .. pociallT 4ur1IIC \be 

lui hA ,...... u 'boill uUoul •4 1\aia IOft,._\8 

CQJ~Crua in \Ilia a .. aion _, lachlaiica cNaUJIC 

a ~1. tnporaJ7 uUonal c.,..t .. ion to •h47 Wa 

pro'bloa. !be o .... taalon abov.lt 'bo Mto ap of an 

pn'bllo contltnco ant reproanuac no\ ibo hbral, 

1\aio u4 local IOftriiiiOil\a aa noll, bat illo uUOMl 

utoroat at larp. !llatr flulcUon vov.l4 'bo to at~ 

uiorcon~oial tlaoal poll07 in th .a7 ~lfica-

ilona u4 report to Coacro .. v1 \bin \be MZ\ ivo ,......, 

IDJoa4 We aaiior of opocttlc cllaaco• \0 11 na toionaia ia 

a pnoral one. All taporiani fiaoal o'baiacla to OOIIPlo\o rooooe17 

IIIIPMn to 'bo illo fear of U.. baatua- u4 ~aior ilia\ OU' 

taz qa\a 1a 110\ poftrflal oncrap to tnnn a f'll11T 'balnnl 

lladcat Oftl' a port oct of ~·. Aa lOIIC •• \11&\ fov oaie\o tM 

- wllo llaa aaft<! 1101107 or wllo h 1a ollup of a ... I.Mea •ter,rtN 

~ boaUaio to illfta\ ~·• be apoo\a u.tar \aa ...... ...,., 

u4 be CIDIIO\ fONHO bow \bq will affoo\ Ilia, 
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llllch of \Ilia tau la pou41Ha, !be r ... ral \a ~-­

baa lien cnat17 at~u4 ~ \a t... paaM4 la 1138 a4 
• 

eubaequont 7eua. !be \a reY-• bee rlen fro• $1.100,000,000 

1n 1932 to au all-U• ll1ch of $6,000,000,000 la 1938. Ylth 

aubatanU&l tucreaua tn buduou and tho ua\loual 1aoo .. , aD4 

tho roaultant rodllcUon 1ll oxpoD4J.turoa, tha reYO- 1aoreaooa 

ehould 'balance the 'budcet lu prooperouo 7.U•. 

!hero lo ot111 fouudat1on, hovo•or, for tho fear that tho 

proaont tax OJetea .., not be auff1c1ont17 product!•• to pl'OYido 

enOIICh l'OYOnUO to lunro a lODC-l'UD balUCO • luch 0 bal-

1n•olna roductac tha pubUc debt in cood U•• a1 web u 1t 

11 1Dcroaud in ba4 U••. Iu ., opinion, uothiDC would eo 

etrnctheu bue1D••• eantlaent •• a clear proopect of 1oDC-run 

bu~t 'baluoiDC aD4 tha pro•htou at thh .. utou of a441Uooal 

ro•anuo to inouro .u4h a proopect. 

IOM a4d1 Uoual ro•anuo w111 &lao be required to offoot 

lou .. froa r..ortq roetricUn feature• wlllch I ahall later 

dhcuu. 

Yo - cat tha DM4a4 reYe- troe oourooa which will aot 

haaper buatnau reconl'J and wlllch at tha - '1M need 'o be 

done to increue tha eqllit7 of tile 'u .,.tea. I .,..., ,.,.r 

conal4arat1ou of tha to11owtaca 

20 
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1. 1M ,_u .. et l•aSJIC tu •• -""•• 

-, 10"..-ta _. U.lr lut-tallUaa ..._, h 

alblute.l. !lie h'MftJ7 u.,.n-• 11M ~ 

NO' uoh4 till• aoUoa. %roYal of tu ~UOil 

will \ea4 to puh la\o aw or ezpuAlec 'lnlelM .. 

n\erprha the l<la4 of prlfth C8pl\al ..,loh ...., 

affor4 to li.D4er\alce \he hsasJ'4tl of 'lnlaluu 4nalop­

-•· J'llrtberaore, the tua\loa of the biel"'ld Oil 

fUture ,....erasn\ 'boll4e h oae of \he _, olrrlou 

•WI>• t~• tax JuUce. While the .... ..,. )'le14 

vUl be ~1 la earl)' )'ean, lt will enatull7 be 

qulte ~•taatlol. 

2. Preeaat 08fl\al caiDI ea4 101111 prOYlllOIII 

of the lll41•1dloal lac- tu ...., be 1•roft4. A 

profit fros ibl lola ot a atock or a boa4 or a pleoo 

of 1"11&1 aatota or 0D7 other o.,ltol ••••• la DOW 

tue4 at a ..x~. ... rate ot 115 paroaat lt tho ueat baa 

bee hel4 aora \baa wo )'lara. 0011tN11"114 w1 \h the 

1Dcoea \ax ratae thai eppl)' to aolarlse, latal"'lai, 

4ln4aa4a, se4 roah, ibl "''" • \h- lOilC-t•rn 

o.,Uol p1u for lD41ndloale with lli.P l•-• are 

ftr)' lOY. Ou rauoa ch• for .. ut-c then so lw in 

that \he bdlaaUoa of ospl\al lonssa 11 •- lis\ 

rsatrlote.l. 
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a barlh reotrlctlOD ~ AD UAJGI\lfle4 OOOOelllOD, 

.t. 100re oeaol'ble prooe4ure 11 \o r_.e 'both the COD• 

CllliOD aM the reotrlctlOD. Reacl, I ouc~·t for 

oono14erat1on &D incr•••• in the taz rat•• on loDC-.. 
tore capital satn•, aD4 pooai'blT aloo oa interae41ate 

pial ( nov tazo4 at a ..n_, of 30 percent, ocnaple4 

vith aoro l iberal allovance of c.pital loooeo. 

Perbapa upltal louea c00ll4 'be carried forvar4 oeTeral 

Jllrl to 'be otfllt aca1not tu.ture capital pica. !be 

not rooult oboul4 'be no deterrent to ~auine loDC-tora 

inYeotaeDt, eepec1al1T in Yiov of tho ~ot1ono aa4e 

later coDCirniDC aurtaz ratoo. It voul4 1acreaoe the 

reTeDue ao4eratelr &D4 falrnou U ODC 1D41Y14uall 

ou'bot&DUallT. 

3. JxCIII1Ye 4eplet10D 4e4uCt10DI for o11 aD4 CDI 

vella aD4 certain tn•• of a1neo c&D 'be ella1nate4 . 

.t.o the !roaonrr baa often po1Dto4 out, a larp uount 

ot reniiU.I c&D 'be reconre4 'b7 clollnc thh loophole. 

4 . RIYIDDII froe the utah &D4 Cift tazu C&D 'be 

111Croaoo4. 'fbeoe tazoo nov procluoe lloo thaD 7 percent 

of our Je4eral roYeauee . !be preoent law allowo larce 

f ortuau to eaupe their fair lbare of tuatloo tbroucl> 

the loophole of elf to. !be preoent tTPO of cUt tax 11 
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JOLOI1eao k JNi-\ ... IIIII 1. 'ftae p \ .. OOUH 

'-• u00114 111 ao ... tt.aw oo ..._, ,_ u.. tu: pota' 

of Yl- \bare Wft14 111 .. .,._tor tnt' ••• to pft 

aq propeJ'\7 4vl.Dc lifo U.U wu 4o-... \o 111 

deelroblo ta the publlo 1Dteree\, AD4 ihet tho 1D4uao, 

_, w01114 ut&Dd uatfoml7 to ponoao with 41fferea\ 

_.h of woalU.. !lllo oooMluUoa Wft14 1D offoa\ 

oonlldor clfh AD4 U.. fiaol 4lotr1lnltloa of \he oe~k 

ot death ao a aalflo4 earle• of \raaeforo, wlth oae 

-.uoa aD4 oae rate ocalo, la place of U.. \wo 

eu.pUoao aa4 two rate ocalu 1D \he prooeat law. 

If Coacreoe 4oelree to CiTe eoae epeoial la4aoeaeat 

to pfh -. prlor to 4aaU., \hie ou be aooooopllolled 

throqh epoclal ore41h. 

I Wft14 1~ h RCCO•t oleo thet Coacreu oou14or 

boreaetac \he 7!114 of \he oota\o aa4 pf\ iuu b)' 

N<luclq euopUoao, el111Ua\l.Dc \he $40,000 l.a­

uolulloa aa4 laoreutac ratu 1D tll.o 1-r aa4 1114411 

braolto\1. 

tf a441Uoaal ...._ 1o uo4a4, U - 111 ea.ra4 

IIOei equliabl.J aD4 with Utile 41etur-..c. \a llu!MII 

bJ l'llolDC the 1'1\11 OD \he 1114410 !DO- 'llraoke\1. I\ 

w01114 oleo 'Ill uolra'lllo \o 1-r \llol 180- tu: 

~u- \a 'llrUC taw u.. tan•• \a qe._ • larpr 

poHatop of tile papalaUoa, 
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M I potaW .. , ear'll•• It w u. te a11111UIIl U1ne tw 

,.. ..... tal "'-· we ,.... te • - ta !IIlla '• aG&­

t~ 

I WGl4 not "-• 70il later \!Ia\ lf Ule pnpoeale \!Ia\ I ll&ft 

wa-ete4 \hio .OI'IIliiC are e4oph4, lnlol11111 wlll a\ oaoo uput 

to booa proporUOill. 'l'heoo aoanreo an llO\ a ollot la \ba an. 

llatlwr, tho7 are llll:o proper oare u4 10o4 food to a poUn\ 

collftlucillc after a lODC llluoo, 'l'he7 will aot CDII lllo 

roeOTOl')' OYII'IItcb\ lnl\ tbiJ will, ill 'WI opilliOil, ~YI O'be\acloo 

to that recOYol')'. hr\lwr.on, tl117 .... lllct>lJ 4oo1rablo \o 

inoroaoo tba oqui\J of our tax OJotn. ?or \!woo roaooao I wec-o\ 

t h .. tor JOUZ CCila14orat1on. 
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•.•. Ntr. b. 

r.zw:We-·· 

•• "" , 7 
hey?• 

..U 1\11 ... u to & - _,..a\!Aa fw tile par; II fit diu& I 'IS 

ati! ... l.da ... hrrioa tn. taw One'•• 0 : ., to nvU J a nUlla ~Mot.-

litipt1• ... hpu 1 t fit hfttoa. llatS , ............. 

t. I .__...,... tllat •• !nr 11 ple••• ta 41 1111 

with .. c-iaal-. !be 0 '•etmrr llu 11,_ ~ .n 
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51-'MI ... , W. lo 

r 

I • tl'llllaittiDg ber.w111b taw two ooploo of U.. 

BrUhb t1Jumo1al ropl.&UODa tbet will 'M &Mt 111M 

ottoot \Q)Oil tho outbreak ot a war to whiob I Hf81'1'e4 Ia 

rq tolopwa •o• 68a, Apl'il u., 1 p.a. Boe14o l'tl1111po' 

otat•cto C{I&Oto4 lD tbet tolopooa be al.!MY-DU-.4 u.a• 
theM r.plaUOGa -"· ot _ .. , oabjoot to •up U 

oaob appoaro4 4oolrablo. 

I ptba'o4 tbet be •t;J, o• At tho OIIIPOUGD• that 

J'OU alcbt wiob to s1 n - OCIP7 to tbo CbalJoua of U.. 

l'edoral Rooor•• Board beoauo tbooo HplatlOGa ~4, 

of oovoo, ba1'o a boarllll • tho HlaUGDo 'Mtwe- ta. 

Bulk of JIDiln4 Ul4 tho PMoral llooono. 
I 

!be BOD. BOUT •ors-tbu., 
!lw 1M1'0ta1'7 of tlbe ~ • ... ,,.._,D.O. . 
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... 
l ~ l •....w abo • U• •p•• ..._ eh s'J' 

Pb11U.p• vpd .....- - ua. ...... 1'7 of eallll'lq "-' 

Ule -Hilt• ot tuM doe••• M ~reP' alt•l•telJ' 

•eeHt Ullll -r14•Ual. 

Wltb lt .. t H8J)Mt•, 

p.s. YOil wUl no dout note that .-per JHperaU_. 

at •7 I'&U ban H&obH tbl polat tlbeH 1 .. le 

' 

-
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MEQRE 
EXTRACT FROM DRAFT DEFENCE 
. REGULATIONS, lest. 

' 
PART V. 

l'nouCII. 
18.-( I) Except with penniaeion granted by or - behalf of the R..ui..,. 

Treuury, no penon other than an autboriMd dealer ohall, in tho :!"":\' ... • 
United KiDgdom, buy or borrow any fGaip curnDCJ or any aold ~.. • ."~1 
from, or lend or aell ally foreign •-1 or any sold to, all)' pe.-- ,........ 
not being all authon.ecJ dMier. ...._ 

(I ) lo tblt RagniUK>o .. M:pi 'm "&UIIIori8ecJ dealer" - ... .,W. 

in relation to any u-tioo in .-..peel ol gold, a peraon oulbcrieed 
by or on beh.U of t.be Treaoury to deal in gOld, 0<, in relation to any 
tranuetion in rospeot of foreign eurrenoy, a penon autboriaed by 
or on behalf of the TNlUury to deal in IO<eign currency. 

M .-(1) Sub~t to any exemptiona which may b6 granted by lleltrictioa 

Ol'der of the Treuury, no penon aba.ll, ueepc with permileion oa expo••"' 
granted by 0< on bebal.f ol the Trealury .- ~· 

(a) take or aend out of the United Kingdom any bonk notes, ....,;,;.._ 
aotd, eeeuriliea or foreign cunenoy, or tronafer any •• 
1100uritiea from tho United Kingdom olaewhere, or 

(bJ draw or negotiate ODf bill of exchan~ or promiMory note, 
tranafer any aeeunly or acknowlecl~ any debt, 10 lbat a 
right (whether actual or eonW>&ent) to .-iYe a peyment 
in the United KiDgdom ;. created or tnnafe<Hd u 
oonaiderotion-
(il lor reeeiviol! a peyment, or acquiring property, outaide 

tho United Kingdom, or 
(ii) lor a right (whether eetual or oontingent) to reeei•e 

a peymtnt, ot.ocqnire propeny, ouwde the United 
Kingdom , 

or make any peylllfDt u anob oooaideration. 

(2) Tbe preoediJ18 peragropb ohoU not reamo& the doing ol 
anything, wilbio the 1100110 of hit authority, by a penon outboriaecl 
by or on behalf ol tho Trouury to deal in foreign exchange, and 
ohall 'not reotrio& the. doing of anything which ;. cerhied by or oo 
behalf of t.bo rr-o., to be ._,. lor the porpoae-

(o) of meeting the. reaeonable reqniromonta of a lnde 0< blllli­
earried on in the. UnitH Kingdom, or 

(b) of performing a oontroct IJIAde before the clay 
of nineteen hnndrecl alld thirty-DiM, 01 

(c) of defrayin(l reaeonable travellin8 or olhar pereonal ~· 

(8) Any petiOli who, on ally O""Mion ;. &boat to leaYe t.bo United 
Klll@'lom (wbicb pe.-- ;. ~ in thie JIU'IIfOPb nlerrecl to M 
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_ to do by the appropri~ U .. shall if ""l""tNl -.. rhe: Lrnt er J ' 

ofti.,.r,- I br1.11 " ilh him auy bank no«oe, sold. Cal dcdare "hetller or ~ Je uc ' . 
...,uriti"" or forergn cur~d )e~urities or foreign currency br ,rodrroo any bank ~rote&: go • 

t J \rhieil J,e has "II II tum ; . . • 

d , ~~rr trcting under h11 drrections · lli"'•r an ""! I~·~ · c1 hicb •rrd the ,,,propnate o II d examine or search any. ":li e w: 
1111

) searth the ~ve e~ au he urpoae of ucertatrung whether 
thetrneller has wrtlr hrm. lor t 1S 

1
.,
0
uritiee or foreign Ctll'Tel>Cy, 

he hu with bim any bank rKMt'l, ~d' teeurities or foreign currency 
and ma.r seize •~Y ban.k ~~~:U~in~lion or search unleea eiihe.r­
rrod"""' or loon upon '"" • · fi Nl that the t.raveller ia, 

Iii tiM' appropriate olli<e..'. "k .:::: ""ld oeeuritiea or foreign 
in nospee1 of an1• .,.n • n- • h 'd --:"11 

.-hi<h ·he baa " ith hint on l e sar - • ~=::from tht r8lri<tion imposed l>y paragraph (I) ol 
tlris H(J:Uiation : or . IIi cb 

tiil the tra•·ellrr producet~ to tlrt ll>propnale ~~~ !U 
a .. rtifit'lle wantNl br or on bfhall of lhe ..... ury u 
sloo .. s that the fii>OrfOIHln by tht traveller 0~ any bank 
not ... gold. rr«uritieo or foreign eurrency whrcb be bu 
'«'ill! him 011 tht' said 00fll8ion does not mvolve a contra­
,,.rrrion of that J>Oragroplo : 

Provided that no female oball be aeorchcd in purauance of lbia 
parograph excep~ by a female, 

(4J ~othing in the pret<!ding provioions ol this Regulation shaU 
A[>ply in relation to tbe taking or &ending ol anythit!g fro~ one part 
ol the l'rrit•d Kingdom to another or from the UDIIed Kingdom to 
the !Ilk of llan .... in "'larion to eoy JWr!on travelling behreen one 
r-n of lht !:nit«! Kingdom and another or bet-. ... n tb' United Kin):dom and the W. of ~lan. 

1$1 AI ...._&e)· goods, hehtg goods oonaigued I rom the United 
Kingdom to a destination out&ide the Coiled Kingdom, the appro­
priate ollicior and tny P"rt'OII 11<ting onder hia direetiooa may eumine 
or ... ,.h the good• for the pu~ of aaotrtaining whether lbens are hoin~ ...,, lhemotb au)· hank noteo. gold, oeeuritilll or foreigD 
rorrm-)·, and may seize any bank noteo, gold, oecuritiee or fonsip 
c·rrrnoney found opoo such examination or &eareh unless there appean 
to tloe appropriate ~ffi<'l!r to. hn• L<.'<!n gramcd by or on behalf .of 
thr 'l'rt>aoury a <'l!rhficate wbrcb tbowa tha~ the sending aa afonllald ~~ the bank notoa, gold, oeeuritiet~ or foreign currency doee DOt 
orrvolve • oontrave11tion ol J>tra~roplr Ill ol lhio Regulation. 

IGr For the PUI')l08eo olthit Regulalion-
(al any bill~ of ex~hange or promi1110ry note. payable otlMnrite 

than 10 lttrlrng thall be d~ed 10 11. foreii!D ~; 
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a 
<• I lhe up.-i<m " lnDder" inelod .. lftlllfer 1>1 ft1 of loan 

or eoeurity, &Dd a pereon ahaU be deemed 1o lnlllk-
• oecorili<ll Jrom the Unilecl Kiqdom elM..,_ If be 

tranafens oecoriliee from a regia .. r io lhe UDIW Xlncdom 
to a regiater outlide the United Kingdom; aod 

(c) the upression "tbe appropriate officer" meant &OJ' cdoer 
of Cu•toma &nd E t ciae, any immiptlon olllcer , any 
conatable or any person authoriocd by a flecrela:y of 
State to act under P*'•grapha (8) and (5) of tbi1 
Regulation: 

and for the purpoeee of 10 mueb of paragraph (I) of tbia ~ 
aa ...-lrieta lho tUiJl8 or aendi"8 of aecuritiee out of lbe UDIW 
Kingdom. documenta of title relating to -..ritioea aball be cleomed 
to be aeeuritiee. and refereoeee to oecoritie& i.n l"'..-grapba (8) &Dd (51 
of tbia Regulatioo shall be oooatrued aa inclodiJ18 refereDCeO lo oao:h 
doenmentc of title u aforeaaid. 

tlll.-(l ) Every pereon reeident in the United Kingdom who hu ACIIoi>i•io• 
power to aeU, or to procure the aale ol, any gold aball oller 1"-t bJ T.-!7 
gold, or cauae il to be offered, for aale to the Tn~aaory or to a ol 6"":,~ 1;;"'" 
pereon aulhoriaed by the Treasury to act u.nder lhd Regulation, at •• " ""· 
aucb pt"ieo u the Treasury may fix, bolos a price wbieb, in lhe 
opinion of the Treasnry, is not leaa than tile market value for the 
timo being of the gold: 

Provided that the preceding pt"OVioione of thd perasnsph eball 
not impoee upon any person an obligation to offer any gold for aale 
or to c&al8 any gold to be offered for ule, il-

(a) be ~~atiafiee the Treasury or a pereon 10 aulhoriaed-
(i) lhat all lhe persona in~ in that gold, olher than 

pereoos in~ therein merely aa l:nl4t.eea or 
merely by virtue ol any D>Ortf!lllle, pledge or charge 
crealed before the dal of 
nineteen hundred and thirly·wne, bot inelodins 
any persons beneficially interealecl in tbe gold under 
a InUit, are not reeideot in the Unilecl Kingdom, or 

{h) that the gold ;. required for the porpoee of performing 
a ocotnct made before the aald day, or 

(iiil lhat the gold ;. held for the purpoae of roeeliog lhe 
reaeonable requiremente of a trade or buain­
carried on in the United Kingdom olherwd6 than 
by way of dealing in gold, or 

(b) ho is, in respect of that gold, exempted from this Begolalion 
by the Trea..nry or by a pei'IIOn eo aothorieed. 

{~) The operation of seetioo eleven of the Oorreney &Dd Baok 18 .t 1e 
liolel Ael, 19!18, shall be oospended durin• the oontinuaoce in Ioree Goo. a. c. 14. 
ol tbia Regulation. . ... 
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• 
A.,..r...... e&.-jll E•ery pert!OI> midtnt in the Unit~ Kingdom wbo 11M · 
b1 To_,. po•·er 

10 
,.u. or to ~"""""' the .. 1! of. an.v f~agn turrency to wb.acll 1 't,;"1" thia ReJ!UIAtion applies sboU offer al. or eauiM! al to be oJ!ered, fur sale 

.~~.~. 10 the 'J'roosnry, or too perton •uthorieed by the Treasury'-? ad under 
~~. tloio Jlegulalion. at aneb price as the Treunry moy detjlrmane. 

121 Every person resident ~~~ the United Kit!gdom who bu po~er 
10 ,,1ign, or 10 f"'l"Ure the oseagnmcut, of""~ raghl to r~e•ve outaade 
the United Kingdom. in respoel of ony credtt or bolonee al a benk, 
payment.cf any amount in a roreign currenc-y to which t~ie Regula .. 
lion •ppH,., shall. nnl..s the 1'reaanry or a penaon antbonsed by the 
1'retlanry to art nuder thi• Regnlotwn (live. him notice to the contrary, 
do oil 1hin!!' .-ry for the purpooe of auigning that rigbno the 
r...uury or to a pei'IOD 10 antborieed. 

Th• mm payable aa rooaideralion for any aaaignmenl made in 
J<(M!all<'t with this paropaph ahall be eueh 11 the Treasury may 
dtttrmine. 

131 TI10 prt<eding ~-io••. ol thia llegnlation ahaU - impuee 
upor.' any pe11011 an obhgtt>OD an re.ped of any rurrtncy or ril!bl 1o 
r-•·e payment of any amount. if-

(•1 he satisfies the Treaaury or a pertOn authorised by the 
Tr•••ury '? aet und<r tlJiallegulation thai all the pereona 
lllterestcd 111 that currency, other than peraena interealed 
thercan· merely as t rustcu or merely by Yirme of ~ 
mortgage. pledge or charge created before the day 
of . . , nineteen hundred and thirv·nine, 
but meludang any penous boncficially interea£ed in the 
c~rrency under A trust, are not reeide.nt in the United 
Kangdom. or 

(bl he satisfiOI the Treuury or a pertOD 10 authorised thet the 
cu.~uc:y or amount u lbe ea8e may be, ia held or il 
rtquued for the pu~ 

(i) of performing a ccntrart made before the •-ol . ...y 
nine. or • naoeteen hundred and thirty-

(ii) of ~ling the nouonabl41 requirement& of lrade 
:!'t~n:,s' carried on i~ the Unit<!d Kiogd.,.: od>er­

(iii) ol del . by way of dealaog in foreign uehange or 
raymg reasonable travelling or otber _:..__, expenaes. or ~...,.,_. 

(c) he is, in ,,.peel ol that curr . • 
exempted !rom tbia Re~~~=~ioC:: bygh:h ·~~~ .... may be, 
person 110 aulhoriaro. e ', .. s11ry or by a 

(4) The foreign <>tr,..nc. 1 l • 
foreign curreney as mav ~o~ ~.uch this. Regulation eppli .. ;. sw:b 
,.._,nry lor the pur · of . •me to hme bo deaignat<!d a.... the 
the London. Edin""~nd tbas lltgulation, by notice .... ~ • ~ ... • Bellaat OuetlH. r- m 
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tn.~l) The Treuury may, by Oj)ijce publillhtd iD U.e Loodao, ~tloa 
IWiDIIarF ..... Belfut (]eaet.lel, direo& lbe - of .,., --- ~ ·-· '7 
......... iD lbe lllllio&, beiJ18 -uiee which, ID the opiD.ioo ol lbe ol _.. 

tr-rJ, - libb' lo be ~ ODI&ide the UDiled Kj.,.,_, - ·­
lo ...... lo the &Dk of Bocl•nd, iD each .....,_. Uld ftbia IIICb 
p4lriod u mAJ be .,...nw iD the ootice, a Ntum si'fi.DJ ~ 
putiealan w!U. ....,. lo thole lleCllritiee .. -.y be 10 ipedled. ; 

··(t ) '!'be~. if iliay ue of the <ljliDioo IIW \& ia expedient 
10 1o do lor ilia p~ of etreosthemns U.e A ... ncW p<Jeitioll 
of lbe United 'K.iJJedom, m.y by order lranafer 1o themeei•M 
a111 ooeb aeeuritiet aa afoi'M&id apecilled in tbe order, at a price 10 

apeoifled, beiDa a price which, iD tbe opiDioo of ilia Treuory, ia ~ 
1- tbao U.e ~ket value of tbe aeeurillea oo U.e date of U.. 
order ; and where such an order ie mad-

( a) the aeeurillea 1o which tbe order rel&w eball fortbwiU. •• 
iD U.e Treuory free from ariy monc-se. Pledee or cbarp, 
&Dd lbe orr-ory may deal wiU. ilia ucurilioo 81 lbey 
think fit ; 

(b) tbe owoen of any of the aeemitiello which U.e order relate~ 
and any pe.-. wbo ia rNF M"ib~ for keeping any 
regialen or boob in wbicb any of U.O.. -.iliel an 
regiatered or iDearibed or wbo ia OU.erw!ee OODCilroed w!U> 
lbe ~ion or i.oeariplloo of any of t.bol8 aeeurillee, 
eball do all euob lbiD8I u are a_.., or u lbe Treuory 
or lbe Bank of Eoglaod on their behalf m.y direct 1o 

be done for tbe purpoee of aeeurlns tbat lbe -urillee and 
any dOOWDeDte of t.iiJ& Nlatins lberelo an deli•ered to 
lbe Treuury or 1o IIUCh pe.-. u lbe Treuory ID&J' dinlot 
&Dd, in lbe - of registered or interibed -urillee, lbet 
lbe -uritiee are registered or m-ibed in lbe name of 
lbe orr-ory or ouch penon oe lbe Treuory may direol. 

(8) Tbe daly' to deli•er any aeeurily under U.e lut ~ 
~pb eball include a daly to do all aucb thinp u are aemu ry 
1o aeeure lbet any dividendo or iDtereol on that -urily beooming 
payeble oo or after the date of the order will be paid 1o lbe Treuury; 
and where, in lbe oaoe of auy IOCUrity payable lo bearer wbicb ia 
delivered in punuaooe of the aaid ~pb. any ooupono r&Jll"· 
oentins any aucb dividendo or iDtereet are n~ delivered w!lb the 
IMieurity, aocb reduction in the prie!e payeble U..refor ebtJI be made 
ae the Treuury think tit': 

Provided that, where the price ltated iD lbe order in relation lo 
any aeeuritiee ia u any dividend oc u any intereet. tbie parasrapb 
eha1l ~ apply lo lbat dividend oc intereet or 1o any (OQpon repre· 
MDiins it. 

t •> A certificate aiped by any penon autboriaed in lbat behalf by 
the Treaaory that any epecitled seeuritiea are eoouritiea tr&II8ferred 

• 

• 
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dviJ, 

6 

10 the 'l'reasor1 under this p&rll!ra~h shtil be lrNteel. by ~ 
rtiJlOIIIible for bepinjt ~~ ."'~11m .: ~ .. n , Jill 
oeenritiH..., ~md ~r '"!"'!bed, or " are •• 
with the regilllra!IOn or mornp!10n of th~ MOUnti .. , • t ... ,. 
.vidence that the aecuritie. have been eo ttanafernd. 

151 Thia ~laliou ohall not . apply . lo IUIJ' ~ If llae 
Treuury are aatialied that at all ltmeo tm~ the ~ ol &be 

day of , nineteen hundred Uld lldrty-lllae, 
all the pe1110ns intemled in tbeoecurily, otbel: tbAa ...,_ i••t lr• 
thmin m<~y as troJteee or merely b? ·nrtoe of u y aw g p , 
pledge or ehugo c!eated before t.he eaid day, bul iDelaoli-s,~ 
pertOOI benelioially onlemled thetelD uDder a b'Ul, _. ...- a • • 1 
in the Doited Kingdom • . 

88.-(1) 11 lhtJI not be lawful, UOtjl( ..;th the - ml ol &be 
Treuary and in ..,........_ with oueh uondiPoDe M &be Tr_, 
may i..,..., to make an iollue ol eapital iD t.be UDilied Kj ....... oa 
to renew or pootpone the date ol maturity of any -nty me!mint 
IO< repaymenl in the United Killj!dom : 

Provid.od thattbia parovaph ihall not apply to the ~ ol obane 
for a oonaideration not exceeding one hundred povoda iD tJl to &be 
oubecribe.rt to a meiDO<&ndutu oi·UIIOIIiatiop. 

(2) It shall not be lawful to iaue an-, PfCIJ*llna or olber docn· 
ment offering for tubtcription any &eeuribel wbieb doee ~ include a 
atatement that the oons.mt of the Treuury hu bMD obtaiDed to 
the i•ue ol the oeeuritiea. 

(8) For the PIIJliOII!I of this Jleculation a pe,_ lbtJI be cJeemec1 
to make an ilooe of capital wh&-

(a) iooue1 any teeoriliei (whether lor _,. or odlerwiee) oa 
(b) ~· .. any money on ~<len on the termt, or in the ~· 

lion. ~ the loan wtll or may be ,.;d wholly or putJy 
by~.~ ol any IICuriliM, oa by the taw ' o1 ..,. 
eetunlieo illued alter the makinc of the lcWI. • 

· ··-( I) &amp duly abalJ not be cbargo.ble 011 liD -- 11J 
~ ouly ol tb6 usignD>eot. traDifer or ni!@Otiation :r.;::J 11M 

ry, and aball not be eharseable-
C•l 011 any instrument whereby any leOwity ia aariguecl or 

t~errod to tlte Treasury (whether on Mle ~o&ber­wu1e)_. or 

(b) on anthy cootraot note lor, or rebatins to onv "'- o4 ---'••-to e Treaaury. • -. _....._ 
(2) This lk>gulatioo I' . 

tl'ln8!•- ne""'· t' app 10• only In relation to unjp= 1 • -., o-•a oons or 6111!!1 ol It'<: • • • 
tonuance io r0,... olthia "·~J . untoee elreclecl dlll'lnc &be -· 
Part or thtee ~latioua·;"~~ whether in oompliaDc8 wida thie 

·~•II'. 

• 

• 
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(8) ID tblo BesuiMioa &be esp ion " - 110M " bu lhe 
mM"ins •eeipwl to tba& ""'* ion by •bu :! " (8) o1 ..,.... 
MYellty-eeYeD ollhe Fmu- (IQ.-10) Ae&, 1810. 10 .... f. 6 

1-I.OLI. 

~L~- ~~~-of_,~-~' L~ lhe -- I ! p ... 
.......... - .... --...... _ .. ...,. up!- _.,. lhe ...... -., 
beleby ~my ~ to tbem, that ia to eay ,_ Put " 

•• baDk - •• - baDk - which .......... .iD lhe 
United 1\ingclom or in any put u.e-r; 

"foreign currency " meane any eaneocy other &ban eterling; 
" gold " meane sold coin or gold ballion ; 
"owner," in relation to any aeeurily, inoludee any penoD wbo 

bu power to eell or lranlfer a IMMIIlrily, or wbo bu tba 
eua&ody thoreof, or who reeeivee, wbe&ber oo hill own 
behalf or on behalf of any other per1011, cliric18!11bo or 
inlerHt thereon, or wbo bu any other interelt ....... ....._; 
and ' -.,. 

"-arity" inolude. &bare., II.Oek, honda, debentane, debeDtue 
etoek and Treaaary billa, bat doel not include a bill ol 
e•chanse or p~ note. 

• 

30 
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SEC BET. 31 
DEFENCE REGULATIONS Nos. 

Not ice to Banks and Bankers conducting business in the • 

United Kingdom. 

1. The Bank of Engw.d have boon autho.-i-t to deal in foreip ac ....... and gold 

and to appoint oth.,. authori-t doal•ro. A liot of the authorittd doalora now appoiDtad 

it attKhed. 

The publio abould oontinue to tran""'l their lorolgn uehange bu.U... th"""" the 

agen<J of their own baDkera, whether autho<ittd cl.alors or not. 

!l. s.u.~ Oil' ExCIW<G&. 

Unt il furthor DOtiee exchange will he made a..a.ble tor the followina pur-:-

(a) To erw~l• a conlrod mod• ~</ore to b• COMJ)Ii<d wit A. 

Thfl intention ia to racitilat.e the completion of ouut.andln1 com.nerclal and 

llnancial contract .. 
N.B.-Long-torm oontraota (e.g., goodo to be ahipped after 90 dayt) are not lnducled 

and ahould be opool.lly refemd. 

(b) To m~d the r~410Mble requirmtnb of a trode or fnuinCN u~ o.. '- tAc 

Uttiltd Kingdom. Thit u i.nt•nd.d to eo•er import. of gooda, imurulce 

trt.tiet-, premiums and claims. ahipt' dilburttmtolt, fnicbtl, .,...t:a' 
ooauni.alons, royalti .. , Aim ftflla, oopyrighta, oalaries, .,....;o.... etr. 

(c) To d<fray r<aOttobl• tr .. <Uing or oiAn- pn-.1 tzp<UII . 

&t .. at which oxehange may be oold ,.iiJ be communicated to autho.-ioed doalon and 

puhli~hed from time to tiJTle. 

n. ArPLICATfOSS roa EXCIIANO&. 

Applieatinnt for exchange muot be made on the appropriate lorm oigned by the 

appl'""l· Sotiafac:tory .. id•nc• muot be produced ic all -. 

(o) IWl'OOOTII : Exchange m&J be oold without furthor queotioa ic the lollowing 

eues :-

(i) Where goodt had alroadr been imported bel .................................... . 

(ii) Wh.,.• th• .. rt.ifted aehenge eontrol eopJ of a Cutloma Eat.y Pore Ia 
produced for gooda imported alter •....••••.•.••••.•.••••••••••.•..•.•••. 

(iii) Where • d .. laration lt mad• that the .. rtifted u c ....... oontrol <OpJ ol a 

Cuttoma EnlrJ Form will be produeod In .....,..t ol gooda not ;r-t 

imported. 

Applic:anta for u change ic ,._t of !.porta •utt -plota p..,.. E 

lA dllplic:ate and attac:h Cuotoma Entry Pona If a..tlabla. Tho dl"'hda ,_,. 

will be main<d by tho applic:aat ic (iii) aboft and .... bo ·-- Ia .... 
_,... to the bonkor -..od with the -uAad ....._. ~ ""PJ ol U. 

... u .. Cuoto- Eett, v- (which Import ... - colotU ,_ the ,.._ 
at the .,._. of ... u,) attachotl. 

(b) TIIA.,.._...,.. : API'Iloanta to. u chMga lor tn..uhotJ a- - ;' l1 

r- T and obtain C..rt.illc:.te C dul7 ...wlod b7 tho out'-iaod doolor Air 

..........tor to the Outtomt or lmmigratioo OSioer bolort lae.U.1 the U.m.l 

Ilqdo& 

(<) Appliouta ,_ es.cbulga ia .u olhr ..... - -plol8 r ...... B (IIGt Ia I I r I .. 

N.I .-App&e•inns b7 _. ordinaril7 raidoet br the Uoilod ....... I« pW 

... fonip ...t.a..ga f<K - oth« tboa U.O. Ill OOil ia _ ... I 

oboT• at-lei bo nf.-1 ....... --~ appMr to .....­
EnclaDd. Regraded Unclassified



. onliaarilr ....W.nt ouUide the Unit«~ I:U.,cloa, fw 1'*1 
App&.lioos br ~ other than lhoM oet out m - -· 

2 
com,. mlwlge for pu.._ . -~· .... 

« i -··ld be ... cmec~ in toeA eo~e to the O.nlt ot Englahd. ·-"""' • 1\rllCUAit! or E.XCUA.SGE AXD Gor.o. 
' • 'II L. ubliW<I which must be of<'l'ed to U~e T-y. Such 1\ li.t of <urreoc:,.. " ' "" p I ieh 'U be publiabed from ' 

.........;.. 01&1 he bwght hy authori>od doakn at '":u:s• ~ t thtir cliaerotion t-lo tiow. Other ........W. .. , he purdwod hr out • • 
Oold buJiioll and coin ofmd for •I< .!ooold be oetUed tluo"'h the -7 ot on 

authwi~ Buflion de.Jer, 

.s. F.I'POJtT or Ctru~~CY, II:TC. 

Esport of bank not.., cold. R<urilia or forrign ~ iJ prohibited exc.pt with 
· • • P....u..ion .,., he gft!Ot«< by authoritod cleal..,. in .,._ ..,.tree! by ~ 2 ~ppti<.nu obould -plete Form X .. hich .tooold be stamped by the authoriJod 

d<olo< and obWa c..tificote C for ..,,..,der to the Cuotomo or Immigration 081eer at the time ol Hport. 

6. SrULI~G TIASinlll: 

No ol«linf tr...C.,. in onr form may he mode from a Unit«~ l:inl!dom aourco to a 
t....op -• uo1es it ;. ....;..J!'Aied by F«m E. I duly completed b7 the porson IDaltin,y 
or ...,.,,.,.., for the lrsJu!.... Sltrling lron.Cen ... , be made treel, between t wo !orei,. litt'Ouat.a or from a loreign to a domtstic a.ccount. 

Cht!QUH llld Billo o! Fo~change remitted !rom abroad prior to may be cltoted without qUtllion. 

&..!Uoc Bills, Cheq-, et<-., drawn br -bera ol H.M. !orno ..m,. abnoeci and b7 n.;v. ~--. Lept;... ~ Contu~ata mar be credited to a fo"""' OC<OWtt witbout ~ of Form E. I &lid wotJ>o.ot Queotion. 

7. 1-oo, O,.rdrolla aOO<l Credit Fo<iliti., (including Aoooptanae C~ita) to en.. w 1"'~":"' not <oonyinK on b..,.,..,. in the United Kingdom ohould be aranl«! onl7 to laeilitata J.trih110t. lrado or '""'-

II. Crt.fit. ond Authoritioo .. tmd into -o.. to L'-1. rneroblo olooold bo r ,._ .,. 
of w. Notlet. ......... if thoit tenor ;. ...... r, to tho ~mn. of tha S..W.ticMoo or 

9. p.,.wom achonge Iran t' 
1 .. ~ All other Ole .... , ,. permitted ooolti1 for ..,.um. eo-.;.J 
lluol. of P"'Clon.J. "'~-• lor forw&rd fllrilitia oouot bo refuaed or ...toned to tbe 

IO. lluol.m ather U... oatloori...:J dooJ.,. 
oiU. f ...... ..., 1 -.Jmt. oiiOIJid ·-• • ho •ith lo ...U.tain their -..1 rwlotiona 

., ..,.,.., r or P<'niohoioo I o the 11anJt of En,load. II . All l•nkm ohould o1J4 • thoi 
by a unifont ~~ O( C"'DIIIIifllioe :t~ r n"muncoratioft On .lrarttadiont trith their mel I 
d.ol. • ith o boMer, not,. ......... L , .,_bot ..... tbo llanltt. An autlloriad c1oo1or....., 

__,, tilJ Oooke DO ~ to tha 
lt. l'p.ioj --· trill bo OOodo • -horioed ......... ••U. "Pnt to Coloni.J ud ., _ _, __ 18. All theoe Uo.t......._ . . ~ .. ,. ..... -. 

Eon., Ad. .,. oobio<t to tho Ptorioion, o1 tbo T...... with !be 

.SOT£._...... ..... "''""'til "' •. 
to fSpiU. theao • here -.:,;• 

11
' ''"""tloou to lloc IOOCicc of l4rir rvhr '"· 

- ....... liOd to """" doo.Wool ._ ................ ,_ ... ol Eoclood .... outloorit 

- •.,s ,.,_ 1 .. .....:u oa boioofl of IL:V, T~ to ,;.... . ia -­
..._ Uoo ...... lioa I. Olodo. - boor tho ........__.lion ol ~ tiuooop 

I 
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SECRET. 

MEMORANDUM TO AUTHORISED DEALERS IN 

FOREIGN EXCHANGE. 

). AutMriood dtalers, who ohould .,.._.te •'-'Y with the !knit of En,load, -1 

~ttll e_sch.angt lo other banJc. or lo tht!: public:: it •Wfitd tM.t a lrt.n.lldion faiJJ propul7 under 

one of t.he pe_rmitted htadinga (IM't nollce to Jt&nk.s paragraph 2). Applicadon• which do not 

fall undtr any or U1f'tf! hHdinga or •hM!h are nol supported by e•ideoot •ti.c.etory to the 

authoru.d dte.lor <Or><ffnod, or whkh appoor iA any way u~tionol, obould bo rof.....t to tho 

1\ank of England. 

2. The Bank of Engi&Jid will AOtilyauthorited d .. loro, probably daily, of a liJt of raltl 

of tseha:ngt: lor YariOUJ curnocitt, both tpOt aod lorwud. 

3. Thr. Bank of England "''ill open accoul'lta in theee v..-ious currenciea with the 

appropriate authori.ted dealers.. Aulhoriaed dealen lbould maintain nonnal rdationt with 

thoir fortlp ........,..odtau. 

Tho !lank of England will be proparod to """"PI rooponoibility for bolan- held by 

aulhorited dMieto with U•cir fo,...ign rorroopoooenta aa aamta for the !lank of Enaland. 

Fomgn bolan<tt .. hidl authoriotd dtalero may~ to hold for their OWll _..,twill DOt 

be covered under thlJ arrangemt.l'lt. 

t . If It is .onvoniont to all ,..ru .. oollftl'nod a proportion of any aurplut of .. chanp 

u .. t ,.., bo aocumulatod by the llank of v ... i&Jid .. m be oold tpol to a..u-ittcl cloolon 

and bought bed lor forwa.rd tkU..-ery. Thia t.rranat:CMnt ;. inttodtd to prntcil a diAurl..ntt 

in the London Money Market or in otbe.r Cltnttft. 

5. S..o.u ... CtluucT. 

(a) At the •loto ol b""•- -t. day-t. authotbod dteJor thouJd ad•itt the ..,. ol 

England ol tho total ._...t of """"""1 told. 

(b) At the ..-;..g of .,.,.,_ on the lollo•ing day the aathotitod cloolon ....... 

hand t o th• !knit of flnslancl a otat_..t of the .,.....,.._ day•• t • 

(<) On the nlue date authoru.d riNion obould clobit the - ol E.otrl-d'• _,_, 

-~ • ith the -t """ ud u.. - of E.otrl-d · il ... ... .... ioad 

d8kr 't ~t at Lbe 8IIDk of £ac:lud .-itb the Jl«ti.c .r ' ' 

(d) ~ doclantiono (F...- E ud 1') ohould bo to.w..dad to tJor IMit ol 

£ac:lud .. duo --· 

6. PlliiC&UU .... Cl:llu.'OCT. 

& SCat ott ol -•-l - ............ ,... ....... , -. ..... - ol 

£aclaacl. 
I. C'o--. 

Aiilhori!ood dotlon .-.,. - rill • .......... ;. lii1l • -· ~ 
bo " rottd by the llallk ol r-load o1 a Nk t. .,. ~ 0 _. .._ 

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

cloth. ,.... .......... ~ ,_ tJor - ol ~ :I" 
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MEMORANDUM TO AUTHORISED DEALERS IN GOLD. 

1. DooliJICI ill il(lld coia 01t bullioa .,. ~ aeopt with outborilod doolon. A llot vl 

outhorio«< doolen ;. ott.checL 

2. Applicatioao to parehuo il(lld coia .. bullioa ohould be rolornd to t.be Buk vl PaFencl 
Uatil fwthor aoUct il(lld will be _.je a.u.hlo by t.be Buk vl r...p.d '- t.be followiat 
pwpgnt:-

(b) To -It 1M r..-l>lc ffll'dr.,.....u of• INd. or ~ -n.d 010 ioo 1M U.u.d 

1"1""""" oiA..Wo '""" br - of ....., Ia ,.,W. 

8. l!orm 0, dulr olcnad and oompleted, muot be obtaiDOd ill ...opect ol everr oa1e of ..,LI encl 

1laadad to tha ..... vl Eaclud. 

t. rr;.. for tho ....,...._ encl oale vl il(lld coia encl bullioa wiD be ••--' b7 t.be Buk vl 
Bqlaad frooo u- to u-. 

s. .u-.,..u.t iold .... f.......S c1oaliJoct ill iold ... DOt ponaltW aeopt with Dlpanoi ... 

frooo t.be ... vl r..p...~. 

.. ........ .......... _,... _, OOOIIIuc\ thalr--.... loa_, DOt ............ . , ... ,., 
,_,. t 

(~)Pw' ........ ,._...vl ....... vl ... t 

lot ...__. .............. a..rl ....... rl ... ' ...... A •• 

a. c • • , to bo ..,..t will bo paid br t.be ....., vl z,p.octto ..u.w ioal doolon Ill 

....,.t rl ..,W pw I J a.cl ..W. 
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•pcur. 
........ __ ..... 

DECLARATION 10 BE MADE BY A PERSON OR FIRM 
APPL VINCi FOR FOREIGN EXCHANa. 

To ..........•............•..••.........•••••••.••••••..• 
, ..... " Bull ........ .......... ,,. ... .. ... 0 

1/We, tho uadonlpod, ~that tho---· • -of Ponlp P ' p 

be ploood ot • .,, _ .......... 

~ ud Cwnner ._.... ·······························•·······································••········ 

(la a.- ud iD ..do) •r .......................................................................... . 
~ ,.,. ..tUdl ,.qaiHd .••.•••...•.•.•••••.......... ......•••.. : ...•••.•..•.•.•.•............... ..•••.•• 

(Procioe wormation of D&tun 
of aoodl, SerYieet, rte., for . o ••• o o o o••. o o o ..... o o o oo o o o ••• o ............. o ••• o ... o. o .... o o 00. o o ....... 00 •• o. o 

whleh &chance io requited 
must be ttated) o o • • •. o. o o •••• o o o ............. o ... o ... o o ....... , 0, .. , 0 0 ... 0 0 0 •• , •• 0 ... 0 0 0 ...... .. 

ooooooooooooo•••••o•ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo 

&chance to be paid to •....•••.•...•..•••••.•..•••• •.•••.••••••...••.•.•...•.•.••••..•.•.•.•.•.••.••.•• 

(CH... full det.aila) 
oooooooooooooo••••ooooo ........... ooooooooooooooooooooooooooo+Oo00000000-+00000000 

Stat. wbe!Mr c!Nft, cable or 

mail lnulaler oc otbor '"'"' 
of dolivuy •·•••·•··•·•·•············ ·· •····•••····•·•••·•··•••··•···•··•••·•·•••••·•·•· ··•• 

Dote when requited .............. oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooOOOOOO 

1/We dec:lore that the~ f0< which thi. exchance i. requited In no way contrneneo 

tho provi.tiono of M..- lleculotlon No. 

N .... ud full pootaJ ~ •••••••••••••••••..•••••••.••••••••••••••••••••••••••••••••.•••••.••••••••••••••• 

(N- of p_.,, F"lnll .. ............. •••••••••••••••••·•••••••••••••••••••••••••••••••••••••••••••••••·•• 
Corponte Body mokU., 
roquoot) ooooooooooooooOOOo+o00o Oo00000000000000000 000oooooooooooooooooOoo oOOOOOOOOO·ooooo0 

Sipotun(•) .....•...........................•......•....... 

Deta ••···•····•··••••·•••••••••••···•• 
.......... ooooooooo+oooooooooooooooooooooooooooo 

Stamp ol tho &lilt ..nifri111 tho Jirnoture(o) u autborioocl 

to aip OD tho b.ni<U., -~ of applie&at(o) 

Bato ................................ . 

'n.lo - io ..-...! ,_ tho - of tho lloak of z.p.d. 

Pootod ............................ .. 

Deta .-1...1 ··············································· Ch.eked ••••••••··•••••••••••••••••• Regraded Unclassified



APPLICATION FOR FOREIGN EXCHANGE FOR TRAVB.LINC 

PURPOSES AND FOR PERMISSION TO EXPORT FOREIGN 

EXCHANGE AND/OR BRITISH BANK NOTES FROM THE U.K. 

T a ..................................................... . 

I/We ................... ..................................................................................... . 

ol .................................................................................................................... . 

bein.J dooirouo of tn..tlina to .................................................................................. .. 

lor Jlii1POM of ..................................................................................................... . 

wiab to purchate .................................................................................................. . 
<&<a .. lt<ftip o.n.oov Boq"""") 

........................................................................................................................... 

........................................................................................................................... 

........................................................................................................................... 

and to ....,.; .. I* ;,;., to take ............................................................................ .. 
(1leoOo- .. - ........ ~) 

........................................................................................................................... 

........................................................................................................................... 

........................................................................................................................... 

........................................................................................................................... 

1/W o ohall be lea.U.. tbe Uaited ~ 011 ................................................... .. 

• • .. .... • • • ... .. .... • • • .. • ... .. • .. • .. ...... .... .. ... .... ... • and ..-..... 011 ...................................... . 

........................................................................................................................... 

O.te ..................................... .. 
Sifnod ............................................... . Regraded Unclassified



To ··-·-·-·--····-·-···--·-· 

1/W• ............................................................................. _ ..................... - •• 

ol. .................... ............ ....................................... .................................. - ... -·-· 

bef to appiJ f• poo ' • to aport doo w ' Mel' ' ....., -. pld, -lli'ltliee• _.,. 

lo,..;p _,..,., ,_ doo U.ut.d ~ :-
·f7 

"'"' ·~ I: D1 'ptioa W~W'Flae Oa. Dote Aoqaind 

Gold 

Deocriptioo ~ Dote Aoqaind 

Notoo 

-
n.-iption Amount Dote Aoqaind 

.. 
SecuritiiO 

·~"'!:!:. I'' 

(Piouo eo~ta. o_..., 

1/We bonb7ckcM tboot 1/ -...., the 1n1e ud ~- rl. the olio•• a :I 

...... -. ..,w -m. .... ,. ,........ -·-· 
IJiee ................................... . . ................ -....... -.......... -....... _ .. 

........ ........... -................ -.......... . 
0000000000000000000000000000H000000000000 

........................................... 

N.B- Proof ol ownenhip .a-Id bo ottocbod. Regraded Unclassified



CERTIFICATE FOR EXPORTATION OF BANK NOJES, GOLD, 

SECURITIES OR FOREIGN CURRENCY IN ACC:ORQNIICE WI 
REGULATION OF THE DEFENCE REGULATIONS, 1939. 

Thla io to cortiiJ !hal ................................................................................... . 

of •••••••••••••••••••••••••••••••••··••••••••••••••••••••••••••••••••••••••••••••••·•••••••••••••••••••••••••••·••••••• 
io outborilocl to -" tho .. ados mentioood rorticl• bolD U.. Uait.d ltintrdooo and ia oo doiac 

io not _In_.., Dol- a..uJatioD No. • 

Dooaiptioe Woipt Pille 0... 

Gold 

(wordoande.-) 

ne-iptioo AIIIOWit 

N-

(wordoucl~ 

ne-iptioD .-

flocuritioo 

(wordoandllpno) 

!!TAMP .......... III\11JCO OarriPJc,\ft. 8ipod ••••••··•·••·••••·····•••··••·······••·••••·• 
P• ucl • ...... ol tloe U... 

0 I t I .. Jill M J , •• 
or.-,. 

Dote ., ._ ··············-··········-····-·· 

Regraded Unclassified



8orW No. ••••••• ••••• 

DECLARATION TO BE MADE BY A PERSON OR FIRM 
APPLYING FOR GOLD. 

To ........................................................ . 

1/ We, tho ..........-. ~ tbot tho ---·..,1 pld be pa.-1 .t 81/­
d;.po.l. 

Gold Coin or Gold &n ..................................................... ~ ......................... . 

()unceo lno (or oppros. £ ............................................................................... .. ...... ) ................................................................................. 
~ for which roquired ............................................................................... .. 

(Gi" full detoih) ................................................................................. 

················································································· 
Dote "''- roquired ................................................................................. 

1/ We dedon that tbo ~for •hieh thi. aold i. roquired in no ... 1 CODlro- tbo 

promion• of Dof<t~et Rqulotion No. 

Nome and full poot.l ...xu- ............................................................................... .. 

(Name of Ptr10n, Firm or ................................................................ , ............... . 

Corporole Body making 
req .... t) ................................................................................. 

Sirnature(t) ...................................... ......... . 

Dolo ............................................ . . .............................................. . 
........................................................................................................................... 

Number of 
"-t 
cWi....t 

Price ................................... . 

Foa OrriCJAL Un ONI.Y. 

Gold Don or ................................................................................ . 

of s. • ...;,-.. ................................................................................. 
................................................................................. 
................................................................................. 

Nlllllhen aad MartiDp ol .......................................................................... ..... · • 

Gold &n ................................................................................. 
St.erllnlf Equivalent ................................................................................. Regraded Unclassified



sr.c:BET. 

FORM L 1. 

STERLING TRANSFERS TO FOREIGN ACCOUNTS. 

Nome and Acldreoa of 
Tr .. ut .. or 

Name and Addr ... of 
Tranaf.,... 

................................................................................. 

................................................................................. 

.. ············ ····················· .. ············································ 
A ................................ d ••••••••.• 

S.y .......................................................................... . 

················································································· 
................................................................................. 
................................................................................. 
........................................................ ...... .. ................. 
................................................................................. 

~ ~) Tranafer (give················································································· 
................................................................................. 
................................................................................. 
................................................................................. 
................................................................................. 

1/We d«lar• that the above-mulioned tratulu io not contrary to D<l•oc:eRqulatioD, 

1989, No. 

Date ...................................... . .. . 
Signature •..•......•.•.•.... ...•..• ............•... 

• 

Regraded Unclassified



ijW»fT 
EXTRACT FROM DRAFT DEFENCE 

REGULATIONS. 1188. 
PART V • .,._._, 

.. -(1) Escop< with po...u.ioa putecl by .. 00 ..... ol doe •• • ,. 
TniMUJ)'. no penm otbu lhu ao aolhoriood ,..... oball, io lbo :.~ 
Onit<Jd K;ngdom, buy or bonow lily loaip CurteD07 .. aoy aoW 1oau "':r 
from, or lend or aeU t~~yloreign cummcy or lily sold to, aoy JIO'- lonip 

oct being au autboriaed dealer. ....,_ 
(9) In thio Begulalioo tbe e1preMioo " aulborioecl cloaler" _,., ••

4 ..W. 
in ..,Jati.., to lily ~ica io roopoci ol gold, a J*'O!" aolbcrilod 
by or oo beboll ollbe Treuur:r tc dool in gold, or, 111 relal.ioo to til)' 

~ io reopoct of lort'8JI eurreocy, a penm authoriaed by 
or 011 beholl ollbo Treaaury to dool in fanip cuttency. 

M .-(1) Subjoe< 10 lilY u empciono whieb may bo p-..1 by -
order ol the Tnuury, no ponoo ohall, excopt with permiooioo .... ,.. .. "' 
.,.....t<Jd by or on behalf ol the Trtalwy,- ~· 

(o) tU. or 1tod out of lbe Oni-..1 KiJJ&dom t117 book ootea, .....nr;., 
gold, aecoriti .. or lor$gn eurreocy, or tnnofor any • ._ 
aecuritieo from the Oni-..1 Kingdom elaewhe..,, or 

(b) draw or oesotiate ""1 bill of excntllge or prom;.ory note, 
lnwofer e.ny aecunty or ookllowledge any debl, 10 that a 
right (whether ootua\ or oonliogeol) to .-i•• a poymeDI 
in the United Kingdom it creat<!d or tranafe~ •• 
oonoideration-
(il for .-iving a poymeot . or at<Jniring property. ou~e 

the Uni-..1 Kiogdom, or 
(ii) lor a right (whether aetna! or oootingeot) to .-in 

a poyment , or acquire property, oultide the United 
Kingdom, 

or make any poymenl ao -" ooooideratioo. 

(i ) The preceding paragraph abaU DOl r~ lbo doiog of 
anything, within the ...,. of hio authorily, by a pe...., autborioed 
by or on behalf ol the Treaoory lo deal in lol'Oign e•ebaoge, tlld 
aball DOl ..-iot lbe doing of anytbiog which io oerti6ed by or oo 
boboll-ol the Treaoury to be o..-ry lor the pu,__ 

(o) ol m .. ting tiKI reaoonable roqniremento of a trade or buoin• 
carried oo In the United Kingdom, or 

(6) of performing a oontnet made bef<n the day 
of .n- hrmdred and lhirty·DIM, .. 

(cl of delrayintt TMOOOAb\8 ua•olling or nlber poroooal 011 11 • 

(I) Any penm who, oo any ......., ia oboal 10 *" lha UDited 
Kin.,._ (which pe.- io be-"er iD lhio ........... NftJrTed In M 

40 
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i 

"the tr~nUer ") oball, if requ .. ted 10 lo do by tiM 
cdoPr,-

(o) de<)ue wb•ther or not be bu with him any bank ~ ..... 
.eearitiea or romp currency: 

r•t prod,.. any bank ootH, gold, ~uritiea or fonlp ......, 
.-bich he bu .-itb him: 

ud the oppn>priole ollicer .ad any periOD oelins OlDCMr ~ llii d 
.,.1 -a. the ~ra•tllor .ad eumiDo or oearob aor utio11 wM6 
the tn..U. bu will> bim, fer the ~ of ~ • ' ; 

.. hot with .kim aoy.~k -· ~· """'~!• or lao101 ·: ;1. 
~ • 1 Mtlt u1 UlallA DOtes, r-• IICUnt• « 
,..._ or 1ooo<1 apoo Adt eramin&lioa or eeudl ....._ h' 
' (il tbo .....,.;.to ..., ill ~ that tbo be ' It, 

ia nopoc1 ol any bani: not•. pd. -n.- er ..... 
ll!lfttoey -.kith be bee with him on U.. M ..... ~ 
t*'JII from the rflllri<ti111 impoeed by .......... (1) fll 

• tltit R.gu!Atiao: or 
(ii) the tr1nllfr produces lo lbe 1pproprial<! .-e. ... 

a .. rtifiealo gn.nlod by or on bthalf of the ~ M 
ei>OW1 that the exportation by the trneller ol ""1 '-l 
~"· ,l!"ld, eeeuriU!• or l~re.ign eurronoy whieb be bM 
With b1m 00 lbe Slid OCOl&IOD M DOl infOI-. I OGDW. 
notion ol that parsppb : 

Prorided that no female ohall be oearcbed io ,._ ol !WI 
,.,.... tsOOpl by 1 fomole. 

(t l. ~ iD the P~8 .-;.ioot ol thit Jleplalioro oU11 :r.l. .. u::t':::~ takiag or ltndins of lnj'tbins liom- ... 
the lela oll.tan ~to~ or from the Uni'*' lrwg'- tD 

p111 o1 the u..;; = to aoy ,.._ tr .. eUins '*- -
x;,p.... and the 1elt ol Vao. .ad ano~beT or betwtoo lbo u-.. 

(J) Aa .......... , goodt bei __._ 
~~ 1 closioatiao ..;laide"'tb.'Um~ "- ~ u-.. 
.---and .. , pe.., -- 01ll!t< '!*~ .. KinJdom. - ....... 
or ltlrdi the llOOdr fer the --... h11 diroct- _, •liiil• 
boOotJ 10111 there'll!lb auy P~ of -rtaioi"8 wbelbor t1oen1 -
.. ,_,, and ... , ... ., honk-. gold, teeuriliee ......... 
t bi'I\'IIC!7 fotmd apoo aueb .!..,.· t' nolee, gold, Meorlllee or ...... 
10 the appropriate <lfllcer to h , .. 1011 '"'H&~<>b anleu there ...... 
the 'l'reuory a certificate .. bichvd.!':" grantl)l) by or oo bobalf cl 
of the bank notea gold • , thai the .. ndinf u alonMid 
int'OI•e I C!Or_Urav~liao ~ aeeurtUM or foreign ClllTeooy .. 110& 

paragraph f 1) of thia Be 1a • 
(61 For the pa,._ of tbia Begu , gu lioD. 

(•I "'Y biJJo ol mbaotto or ~~~..,_ 
the., i .. edi"8 ohaU .,:':;:;:( not• payable .,.. 1wloe 

tober.,..w.- w • .,- ._ .,. 
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• 
(.I .. Ill 0:.. ! U • I I ...... ., ..., ... ... 

or~,_. . ,... .............. .... 
1 .-ri"- 1.- .. tJIIIIel 

7 

" • .. klfl I .. 
....,.._ .-11111 c-•u •t.!• .. u.w Ktrs' to............... K1 Jt'IPl .. 

(e) tho upoualct "tbe 41 +!ale ... 
1

- 111J .,_ o1 c- ... a BlliM~ u1 ~ ._I ..., 
-*'>lo flf ID1 per-' auiborioo4 bJ 0 9eorelar1 ol 
8lala to oet undo< porocnpha (8) ....S (I) ol !hla 
l\oplahoG: 

....s ........... ,.... "' .................. (11 .. liDo ....,..... 
• ....,.. tbe WiDI « ....me ol wltl• • .,. tbe U.W Jliut!doal~ documont• "' title ,...... .,. ·u ._. bo ,...... 
.. booeeuritiM,ucltd-to .. ~ :' (I) Mill (II 
of lhit J141!ul&tloa ohtll be '"""' • iDol .. ...-...... 
~to of tide oa otor-id. 

Regraded Unclassified



• 
,,..,... M.-(11 Bftry pmoD retident in lhe Unit~ ltlfttdCD wllll a. 
~ T-17 10 1011 or 10 ,....,. the .... of, any fortogn '-"rmiCJ to wWil 
<I .-le :;;'~Jiot!olalkon applieo absll o«er it, or aauoe il t.o be .._.., b ... 
:;:,, lolho 'I'Teuury, or to a periOD autborioed by the Treuul')' ~ lA ..... 
Ao. 1h~ ftesoolatlon, at ...to prite u tha T,...ury may delermu11. 

ttl Evary ptriOO reoidoul in the Uniled Kingdom who 1111 ,.,_ 
10 11,;p, or 10 ,....,. tbe uaignmeot, ol ••r right t.o reoei .. .,..... 
11M Uoilod Xiogdom. in '"'peel ol aoy erec!it or bola.,.. at a boU, 
,.,_ of .. , ........ in • foreign currency to .. bith ~- ...... 
doa apptioo, ohall, ....... the Trtoalnry 0t a pei'IOD aulboriaod 117 ... 
r_, 101<1 uad« this Beplatioo> g;,... him DOiioa lo the 1 tat• 
.. all lllill@l _,. for the po!JIOIO ol aigning that ......... 
r_, « to a ptr100 eo aotbarioed. 

'lbo ..., payahla u ..-idttotian lor any uoitP>meol ...te ill 
-*'a oilh tbia puagnplo aball be sueb u IM r..a.a..,. ~ 
lkctnoina. 

tl l Tbo prococliDs prorisioos ol tbit ~lalion lhaU - U.,... 
•poo ••1 pe..,., •• obli3alioo in rNpeel ol any curronoy or ric!~& to 
Mft piJ111C1DI of any amoomt, if-

(a) ba eoli!i<a lhe Treasury or a penoon autboriood by 1111 
Treuury to aoluodor thio Reaulation that all tbe .,.._ 
ioltreoted in lhat cumney, other than pei'IOWI intereet.cl 
lh•rein me .. ly u lnu~<tt or merely by Yirtoe of AD,J 
mort~, plodge or charge created oolore the day 
of • , oineteeo hundred aod tbiny-Diae, 
bol onclodiog aoy penooa beoe!eielly inteNioted in ... 
~IW>CY onder • 11'1111, .,. not reeident io lhe UaW 
Xio&dom, or 

1•1 lit llliofi<o the Treuury or a pe._ 10 aolborieed tba& 1111 
=:~the ._ may be, io beld or io 

111 : ~ • <Oolrad ~ bdore lhe clay 
Dine or • • •- hoodred aad u.m,. 

tn) o1 .:..n •• tba • 
or b;i . ...., . rouooable reqa~remeoto ol a ...._ 
· 0:: <&rriod •• io the Uoiltd Kinadom allllr· 

(iii! ~~dn . by ... , ol dealing in foreign ercl!&~~p or 
u~': ,.liODlble tnvoUiog or other ~ 

(<l h• io, in rtopeet of that eu . 
uempted from thia ~;I•: or bngh~. aa lho •- m&1 be, 
... ...,, oo aothor;,oo, 1 

' 00 1 tho 'i're&sol')' or by a 

!41 The loroigro cumncy to wbiob th' . 
faroogn eunwey aa mn 1roro lim . 11, ~guletooo appli• ie 111101a 

~or lba """"""' of this ~~:;: ~ ~gnalod by 1111 
. Edioboup and O.lfut Gaa.ttea: ., oohce publiolied a 

Regraded Unclassified
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• • • 

6 

10 
tho ,.,_17 uoclor tllio ponp~h ehlll bo boo~ted I b1 ::,If" ._J 

iblo lor keopinl! onv t<¢ot""' or .. n 
;:::. .,. ,..ptmd or ;nicribecl, or who are otberwlle 1 _ ... 
wltb tbo ...ptn~ion or illl!'ripti<ln of th016 eeeuritleo, u • • Ritlt• 
.-.!cloaollholtbe oeeoritial have boen oo trantferred. 

(I) '1\io s.p.ticm ohall oot apply I<> 001 -"*1 If a. 
,._.,. art Ntiofiod that at aU tim .. 1ince the beginni113 ol 1M 

., t:l • ninoleen bundled Uld lllllt7 ..... 
.... ...-iutmoled iD lbo....nty, Olbor than ~ ; I 

7 

I 

lloortiD ...ty u -- "' mmly bl mtoo ol ~1 wts p, 
,... .,. ...,.. moud belen the oaid clay, but •nehodilltl .., 
,._-...;any -eo! tborei• ... tnll, ........ ....... 
le • Uoiteol liJ>Pa. 

Regraded Unclassified
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Stclt:r. 

DEFENCE REGULATIONS Nos. 

Notice to Banks •nd Bankers conductins business In the 

United Kinccbn. 

1. no 11oa1t o1 £ac1o11<1 ..... .,_ -~•~ lad "' dool 18 fonip = • • _. ..,w 

""" to appoint other ...u-;.1 cloolon. A liot ol the ... I lad cloolon - " I I I 

ia attaehecl. 

The publie obould eoatiaue to - tholr fonip tiiChanp """'- ............ the 

- of thoir owa .,.._ - ...u.on-1 doolon ow 1101. 

2. SALo or ExcaAI<Oa. 

Until further DOti<>e ncbaaa• wilt bo modo a•oiloblo row the fo?Jowinr parpo•• :-

(a) To .... w. • _t,..,t ""'" IH/on to IH "' ; llod wltlo. 

The inmtion io to tacilitate the complotioo of outltandinr oo.........a.t ond 

llnanoial oontncU. 

N.B.-l.oaa-t.nn contnda (•·I·• poda to bo ahippod an.. tO da11).,., not ioelocled 

ond obould bo apocially rtforrod. 

(b) To .... et tAe rtaoOIUible rtqul,_u of o trado or ""'"'"• earn..! "" 1ft tAo 

United Ki"'d.>tn. TbiJ il intend«! to ..,.., importt of IJOOdt1 ;.,..,.._ 

t.r.tios, pmmums ond claims, ahipo' ~. tnipto, -~~~ 

commisoions, royaltiH, ftlm m>U. coprri«J>ta, aolarion, ~ ·-~ otc. 

(c) To dafraJ rtaoonoble tr01><Ul"1 or other penonal oapnaoa. 

Ratea at which nchanae may bo oold wilt bo .-m"""""*' to ...u-iood clealen ond 

publiahod from tiaoe to time. 

8. APPLICATIO!'il PO& EJ:CKANOI&. 

Appli<atiooa for nchanae mual bo modo on the appropriate form oipocl by the 

applicult. Satillactory O'ridmce moot bo pooclu«d ill aD -. 

(o) lNPOIITI: &change may bo aold without furtMr queotion in tbe follo•inr 

~=-

(i) Wbort roocb bad aii'Mdy boon imported w-............................... .. 
(ii) WMre the certillod .. change control copy of a Cuotoma Eatry F- ia 

prod...,..) (or goodo Imported aftB ..................................... .. 

(iii) Wbort a dodantion i1 mada that the certillod acbanp eootrol copy ol a 

Cuotoma Entry Form wilt be jModueed in ,._t ol roodt 1101 ret 
imported. 

Appliau.to foe uchange in ,._t of Iaporta liNd oomplota Fona E 

ill dup?i<ate and attach Cuotoma Entry F- if a..uoblo. no ilap'inta r­
wllt bo Ntained by the app'inot ill (iii) aboft aod - bo ..--1 ill dao 

ooune to tha benker co-...d with the certi8od ~ eoatrol copy of tbo 

rolati .. C- Eotry F- (which importtn - obtoia ,_ the Cuotoma 

at the J11- ol flltry) au..cbad. 

(b) 'bAYOU.DI : App'inota foe achaDp lor bos Woe: - ; ' b 

P- T and obtaiD Corti1cata C duly .-tlhl br the aatluclri..t dooler lor 

us • to tha Cuotoma ,. ~ <-.. bo1on ........ tbo Uusltod 

I L I a 
(c) Appllousta foe .......... Ia oil oc.Ur- - a' 11 P.. E {1101 Ia a.,¥ 1 

j. 

N .B. App'intjme by - anliMrily no11J.t 18 tile Uolllod Ebsrdma lor pld 
« fonip " • p lor pw~ II 1 otJ. thaa tloaoo Ill OOil ia pli4i ... I 

.- obould be """-' -- apoc:iol eia I ""'*' to -' 

....r- to .... Buok of Esorllllld. 
Regraded Unclassified
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MEMORANDUM TO AUTHORISED DEALERS IN 

FOREIGN EXCHANGE. 

1. Authoriood doolon, who ohould oo •!*ole oloooly witll the Bllllt fll 'ka' !, _,. 

..U osdlanr to otiMr bUlb « to the pablie if ootWod IMt • tn tiaa ,.. p ••niJ _.. 

one of the permitted '-linp (- DCJtX:. to lloab ........... 1). A;: ' :1 wlllolo .. -

C.U under any of th- hNdiAga or wbidl.,. oot _,ted by rid oot'4 liaf) to the 

autborWd c~ea~eo ..._......., .. wbid> - u. .. , .. , "' ... r 1, ...,.. be .......,. "' t1oo 

Bonk of England. 

2. Tho BoDk of England will ootily outhorieod doolon, probably cloily, of • lilt ol.­

of ucha.ngo for •arioul curm><:iot, botb opot and forward. 

8. 'The Bonk of £naland will open -.au in u- •arious ......-ioo with the 

appropriate aut.horioed doalon. Autboriood clealon ohould IMiatoia --' relatiooa witll 

their foreign corrcapoocJ.nts. 

'The BoDk of England will ... prepar<d lo .-pt .._..oibiliq for ..._ bald b) 

autboriotd dcalen with their foroign cor.....,.ndtnb aa ~ for the BoDk ol J!ocloo>d. 

Foreign balt.nc:8 which authoriaed dealen may ehooae to hold for their OWD _,t will DOt 

... -trod under tbio ....._ •• 

•· U it it eon¥Oniont to all partiea eoMOl'nod a proportioft of ""Y IIW'pluo of .......... 

that may bo aoewnulatod by the BoDk of England will ba oold opot to autborWd clealen 

and bouaht back for forward deli .. ry. ThU .....,_t it in'-loclto Jn..t • diol I -

i.n the Lo~don Money Market or in othtr ~tret. 

5. s.u.u ~ Qluucy, 

(o) At tho clooe of buoin ... fMh day each autboritod eleele< ohould advita the BoDk of 

Enaland of the total amow~t of ...,._,. oold. 

(b) At tho opening of buoin~ on the followiar day the autboritod dealon ohould 

band lo tho Bonk of Enaland a ot&.._,t of the previouo day'• In•...._ 

(c) On tho value date autboritod doaltn ohould debit the Bonk of &,land'• cw1wy 

account with the IUIIO\IDt oold and tho Bonk of Enaland will dablt tho ~ 

doalft't account at the lmlk ol &,land witb tbe oWiiar equi¥aleJJt. 

(d) Completed doclant.iono (Pormo E and T) obould ba forwardad t.o tho Jlllak of 

Enaland ill duo coune. 

e. ~ .. ~ Cvaa&!K:T. 

A oimilar pooodure will ba followad. 

7. With tho UCf'PlioD of forward traDIMt.iono all osdlanr lraDioetiool ootond into 

botw..., the BoDk ol &,land and autborited daalon will, for tho oako of --'- and 

oimplieity, ... booked .... opot .. -

8. Sta'-ab ol currency - ohould ba forwardacl weekly to tho a...k of 

Enaland. 

D. CoiiMliiiOII. 

A.u-itod doaltn doiar ....._ with a BUlk, which io DOt lUI oatboriood daalor, wiB 

ba romunontecl by the Bonk of £naland at a rate to ba agrood. Dldaratlooo and adftcoa 

co•erina IUCh operation• obould ba otampod " Commiaoion duo " and kept oeparato from other 

deals. 'The CIOIIIlDiooioo ohould be claimod from tbe Bonk of EnalaDd -tbly. 
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suarr. 

MEMORANDUM TO AUTHORISED DEALERS IN GOLD. 

1 • • o..Jinro in rold ooin or bullion on prohibited uupl with autboriood dooleH. A lilt of 

authorilod ~ it attad>od. 

2. Apptic:Miont to purehue gold coin or bullioa obould be ro(ttftd to the Bt.nk of En,Jand. 

Until furth« aotico gold will be modo a.-.ilable bylhe Bt.nk of Erltland for lhe follo'""c 

~:-

(a) To .,.bl• the b•rer to pujonn • <Oftlrod """'• b<for• 

(b) To meet the rtorona.blt requiremt1tt. o/ a trad• or buti"'"' cllf'ri«f on. iJt the Uttit~ 

Kingdom olhe....We !han blf ttoy of dHiinll in llold• 

3. Porm C, duly oign..S and completed, must be obtained in retp«:l of every aale of gold and 

handed to the Bt.nk o( J!.nalaod. 

• · Priott for tbe purehue and aale of gold ooin and bullion will bo lltiDOIII1<ed by the Bt.nk of 

J!.naland (rom time to time. 

5. Ad•.,.... ~~~roinst gold and lonrard detllncs in sold are not a-mitted oseept with pamillion 

from lhe Bank of £aaland. 

e. Melton, n~Rnon and -yera may condud their normal ~but ""'Y not bold rold f01t 

any otbor .,..,_, 

7. Authoriood cltalua abould-

(o) W eitlh and eumine _,.., D>Oitinro, .U., of any sold eoin or bullion ofuod to u­
lor~ 

(b) PurcboM ....b sold (Oit """"'1!'l of lhe Bt.nk o( z.pad. 

(<) Doli- ....b sold tn lhe Bullioa Oll<oe o( lhe ... o( z.p.~..-- 1*1 I 

8. Colllllliaions to bo og....d will be paid by the Bt.nk of Erltland to outbo<iood detltn in 

mpett of gold pw<:based and aold. 
Regraded Unclassified



sECaET, 

To ............................ ,_ ....... - .. --.._.., _______ :e· r 1o cn • 

1/ We, ... I ... ·, ..... tlloltlle _., __ , ..... ,--"'"-''a r I a 
bo ploood ot '41- II I 

.A.IDoad ~ ,...... ................................................................................ . 

(b ........ oad Ia ..... , Bar .......................................................................... . 

~'...- lor whiob ,.qaiNcl ............................................................................... .. 

(Precioo w .... tloa o1 aatme 
ol ..,odt. Sorftooo, .te., for····························· • · · ·· • ·· ···· ·· · ·· · ·· · ··· ...... ·• ...... ···· ......... . 
which E·r+enp at nquired 
- bo otal«<) .•.••••.••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

················································································· 
~ to be poid to ..•.......................•......••..•.•.•.•••..................••.••.•....•..... 

(Gi .. f1l1l clelaila) 

Sbll4 wbethor clntt, cable or 
mail tnaat.. or other form 

.................................................................................. 

................................ ················································· 
.......... ·········· ····························································· 

1/We cleclare !hal the purpoee for whloh thia ••choap i1 require:! In no way oootn...,.. 

tho provision• ol Dol..,.. lllcuJ&tioo No. • 

N.- and full .,.,..... ~ .•••....•.•.••....•••••••••..••••.•.•••.•••••.•.•••.•••.••••.•••.•••....•..•...•• 

(N.- of p,._, y,.. or ................................................................................ . 
~ Body ..kine 
~) .................................................................................... 

!lipotan(o) ...•.•.......................................•.. 

n.t. ................................. . ················································ 
Stamp of tl,. llanlt ::m.ifyi .. the UpaluN(I) &I oulhoriood 

lo lip on the benli,.. .........t ol oppiicut(e) 

._ ol A~ Doolor 
(I I ,. • dote) 

..................................... 

Tbia ...- ie _... ,_ tloo- "' ....... "' z.p.:L 

Pooe-1 ·••••···••·••··•••••··•·••···· 

n.t. ,_;,eel .......•....................................... Cbod::ed •••••••••••••••••·•••••••••• Regraded Unclassified



sECRET. 

FOI.M T. 

APPLICATION FOR FOREIGN EXCHANGE FOR TRAVELLING 

PURPOSES AND FOR PERMISSION TO EXPORT FOREIGN 

EXCHANGE AND/OR BRITISH BANK NOTES FROM THE U.K. 

To ..................................................... . 

I(We ........................................................................................................ . 

of .................................................................................................................... . 

!Joins deoirow of tnffilli>a to .............................................................. .................... .. 

for~of ..................................................................................................... . 

"db to pun:lwo .............................................................................................. ... .. 
{6<&10 Poroip ()unaOf lloo!oitol) 

........................................................................................................................... 

........................................................................................................................... 

············································ ·················· ········ ··················· .. ································ 
and to reooive pormiooioo to t.lte ............................................................................ •• 

(6<ole - "' BritUio • llonip ~) 

.......... ················································································································· 

........................................................................................................................... 

........................................................................................................................... 

............................................... ............................................................................ 

IfW• oholl be loooriotl the United r.....-. o• ..................................................... . 

............................................................ ud.- ......................................... .. 

............................................................................................................................ 

Dote ..................................... .. 
s;,...t ............................................... . 

Regraded Unclassified



SECRET. 

FOaM X. 

To ..................................................... . 

l / Wo ....................................................................................................... .. 

of ................................................................................................................... .. 

bf8 to apply for.,.......,.. to apart tho"""".,..,-; 'bull-. pld, ....,;tioo ODd/« 

f<><tic• •-1 from tbo Unitod JtiDadom :-.. 
Deotriptioo W ticht Fino 0.. Dot. Acquired 

Gold 

Deocriptioo ~~ Date Acquired 

Notoo 

-" 
Deocription Amount Dele Acquired 

Securitiet 

(Piouo cootilwe o..t-1) 

1/We bweby dodare that l /we ore the l.rue ODd n,httul- ol. tho tobooe ••11 

bull -. pld _,.;tioo ODd/or foreip _._y. 
Dole .................................. .. ...... ......................................... . 

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

N.B.-Pwool. ol ....-.hip oolloalol bo ott • , 

Regraded Unclassified



FOaM C. 

CERTIFICATE FOR EXPORTATION OF BANK NOTES, GOLD. 
SECURITIES OR FOREIGN CURRENCY IN ACCORDANCE WITH 
REGULATION OF THE DEFENCE REGULATIONS, 1939. 

ThiJ io to cortifJ thot ................... ............................................................... .. 

of ............................. ... .................................................................................... . 

io authoriled to uporl Lbo w>donaentioned artideo trom tho UDiled iU,..dom aad in oo doinl 

il aot ...,traftJii.nc Del.- Jleculatioo No. • 

o-riptioa Woipt FineO... 

~ 

( ....... aad ....... ) 

Doocription Amount 

N-

(...-loaadic-) 

Doocriptioo AlDGuDt 

Sacurilioa 

(wordoaad &proo) 

llTAMP Olf &•a lllt!LOCO QI&TmCAT&. 
Biped, .......................................... .. 

,.. aad .. ......., ol tJoe Lordo 
0 ° I 0 ol Bia lfaiootJ'• 
Tu I • 

Douolt- .................................. .. 

TaMIIr,.Wod_ ..... ..., ............... 

Regraded Unclassified



SEC BET. FORM G. 

DECLARATION TO BE MADE BY A PERSON OR FIRM 
APPLYING FOR GOLD. 

To ........................................................ . 

) / Wo, tho ............... nqaool that tM " ' 
1 

-· 

1 

............. M ~~-
di_.J. 

Gold CoiA or Gold Bon ................................................................................ . 

au- ane (0< oppros. z. ·············· .................................................................. . ...... ) 
.......................... ········· ............ ·································· 

Purpooo for wbloh r«~uirecl ........... ... .................................................................. . 

(Gi .. full ciNilo) ................................................................................. 

················································································· 
Doto ....... required ................................................................................. 

1/ We clecw. that the purpooo for which this aold io required iD DO -yeocrboo to:u tbe 

proftaiona of DoC-. RttJu!atioa No. • 

Name and full pootal oddrosa ................................................................................ . 

(N..,. of PtroOn, Firm or ................................................................................ . 

Corporate Body makintl 
r«tiMOt) ................................................................................. 

Signature(o) ............................................... . 

Date ....... ..................................... . . .............................................. . 
........................................................................................................................... 

Price ................................... . 

Number of Gold Bon or ....................................................................... ......... . 

A-' of So ...... 
cWiua• ................................................................................. 

.................................................................................. 

.................................................................................. 
N ••• _. ......... "' ..................................................... -... ·············-·-·-.. 

Gold ... . ............................................................................... . 
................................................................................. 

Regraded Unclassified



SECRET. 

FORM L 1. 

STERLI NG TRANSFERS TO FOREIGN ACCOUNTS. 

Name and Addtt~~ of 
Transl eror 

Name and Adclreoo of 
Tranaleroe 

................................................................................. 

................................................................................. 

................................................................................. 
A: ... ." ... , ....................... .!. •••.•••.• 

S.y •••..•.••••...•.••.•••••••..••••••••.•..••.•.....•••..••••....•..•...•••••. 

················································································· 
................................................................................. 
................................................................................. 
................................................................................. 
................................................................................. 

~~t'"" ~~) Trans£..- <si ... oOOO ••oooooooo 00 0 ••••••••••• 0000000 •• 0 ooooooooooooooooo oooooooooooooooooooooo .... 

................................................................................. 

................................................................................. 

................................................................................. 

................................................................................. 
1/We doclat• that th• abo_.,.ationod tronlltr ia not eoaltory to Dol.- a.p~atioa, 

1939, No. • 

Dot.·········································· Si1natUH ..••.•••.••...•..........•..•...•........• 

9r•MP or P• vuco &J<na. 

Regraded Unclassified



PAUraUI or ms •• uoJnu 
JRCila .&au1 ... I 7 ear, Pal'ia, J'naoe 

DA!S: •Fll U, 1111, t a.a. 

10.a 'frr 
,. .. ooo.o. 
I rete ~o ., ~•lecraa of •pzll 121, lo. 'fJI. 

•11 o1p1i o•oloet tllll aorn1n& I lla4 a ~oloptano oall 

troa Pf••ta,u froa Bca. lo&e1i n1p1i a IIPOOlal aoetlq 

•• hal• 1ihco b)' tile Beard of Kn•&•oa11 of 1ilao Bwloa 

la~ioaal Baalt in ordc ~o ooaaldc ~he inquir)' troa 

Soorri&r)' Kcs-~ U •• foud ~ha1i ~Ilia •Uu 

53 

na onUrol)' w11ih1D ~he 'm'pd-.J proTiDoe ot 1be Cmtral Bell: et 

the II' •••Dt ota,;• 
~4 onlr if aoao IIP"ial dooiaioaa wore 1io be 1iak• would 

00Yona•11 approTal be roqw.iro4. 

Tho K•••1•••~ -1io4 1io lri ua mow, Pf.aiqc 

aa14, 1iha1i ~her are aln)'a road)' 1io dloouoa thou quoe­

Uoae w11ila •• or w11ill a,r people, a441q 1illa1i ••-• 

troa 1iho Kau.pau1i oOilld ooae to Parll fflr 1ihia pGrpeao 

a1i anr 111ae. The)' OJProuH a proferoaoo tar d1r"1i die-
• 

ouoaloa al•• ra1ihc 1ihall &aJ' roaDI 1ial»lo dieouaalODe 

aaoa, all 11u a--.ra of 1ille tr1parU •• •cr-••· Be­

oaue of 1ille pel1Uoal peaUln of 1ihe lwlea 1iher a\f.s1i 

1»e YCJ' oare~, &114 ther aotM t• ueolae eoereer. 

!he 14• no ,., fer1ih ~ Pf•aia,C 1ib1i 111 ·~• l»e 

teao1l»le 1io un 1ialb 1D .... 1 a' 11M Uao 1iho aoa1ihlJ' 

aoo1iiap 

Regraded Unclassified



-·-
•eU•p f/1 tM ID ... W, tiMa ._. 11 ' ' ... M 

... lrlel uat tUr so , .............. .na.. u ... . 
11M ~te. ,. ....... 
tr n 1 ·~ I" te Juel a 11"1e 'lllehle .. :-•1111111~~> 

aenlap, • 1r Ia a • afta. 

aw.m • 
• 

' 

.,. ......... . .-.. ..... ... .... .__ 

··- Regraded Unclassified



P~ OJ' mz •• I.UtD 

nolla .a.d .. , ?u~. auua, Ia ,.,. 

DlUi Q:rll 14, a•. t a,a, 

•o.a · Ml 

•o • . u fe:r !1'...-.:r,. fl'• ·-~. 

55 

Plllll, wbo laao tu• B1'1n,... .. '• plaoo pl'"1o1-.llJ' 

u Tioo Puo1tat of tlaa Jlo1oko-.ak llooaaoo of Bda,...u • o 

lllaooo, u4 I laa4 a lac tan. 'f.ll.o Pl'oo1t•t ot tlt.o 

Rt1elt.ollaak 1o J'llak, tu K1a1ohl' of -.oaoaloo, lNt Plllll 

•• 1a lt.1o lloa4o tlt.e utul o"'•'a1nl'aUoa of tllo Baak, 

•r ooatan ad.a1Uot fn.UlJ' tlaat lol' eaJ"o ezollilap 

otl'taceaof wu s:roatu tlaalt. U ut .. u lie•• lo hlt 

at 4of1:a.1Ulf tb&t, ooatl'&l'f to pDU&l bol1of, tll.o Oaook 

•at1oD&~ JaDklo 11&b111t1oo 1a fol'o1 .. ozobaagO wero 

gl'Oatu tua Uo Uooto, oillOO t.II.O Roio)t.ollaak -. 

1 lof&llJ'' Mot1ac u4 woal4 ill ilt.o 1\&tvo ooRUao to 

aoot Oa•.ll. illpel'tuo• .II.O&Ty uo4Ui o-s.t .. to &H.-.. 
1Ja4U aaaal oo~Uoao, aa ~tv w.U l'•o1•o aow 

Ol'otito fl'oa ,._ .. fti!Pl1Vo ee .ll.o pa1t off _. 

f01'o1 .. Ol'otit, lNt Plllll UIIUtot tllat llooonao of t.ll.o 

1PtuuUODal oUuaU•, tl'nlt. Ol'otito wuo aot lloiac 

peatot one to 0~1&. 

U wu aot poto1lllo fe:r ao to pt aa ooU•to of 

t.ll.o uooto 1& plt oat fOl'oip oze"np ftiok WOl'O ao­

qdrot *• Go•~ wu taUa .... I _.. aaU• 

of ons.aat .. ala •~" 1a .u aoa114•• nat .. , 
Regraded Unclassified
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-a-

Gu.af w ... .u .. a pl• :r•••• et •,011,100 uUan 

... tuelp o:u\••1• aY&lla,lllU .. of 1111,101,111 tollua, 

... \o .enlF :r., ......... .U 11Ul1U1H of .......... 

Baal: wee F••• ..... tM uana. 

Aa te:r aa '"• Rol..._Mak waa oouaaet, Iiiii tolt ••, 

U Ut aot f&Yo:r altaupU• at tu CaM\ C•V&l Baal: 'f 

t1111 RelolaaMak. na prate ... • ... fa:r ..,. c...., O••nl 

Beak-. :r1 '• aa •a ... • loaa• .. ......._ ~1W.U•, 

aU\oq)l werklac olHelJ wU\ tlt.o Rel ... aM&Jt, laaulai 

OaM\ ovraor. It u were •.taa1ae4 tu• u -u 1»e 

llpoUU.U, laai.Yiaaltlo• •a hRo o...., nrrcor, u 

oCM14 hno lb owa fora af Rolu~ll ovrt&eJ • 

.ul_.. ratorcoo to tale rM•t aopuau ... ,.._ .. 

tlt.o Jtololtawat &M lleftt offlaiala. •• aaeeriM tlaa• 

no tt:ra• t""&!a• of tu ll"at offtoiala waa to h•• 

tlt.ol:r ... aoane:rr au, 10Uiq rit of tu ca..., 

oa:rr••r· 

be •an f1a&o1al pl&a' ... 4o8111'1'bM '1 ra1 

aa a p:r .... laloaal ••~~~~roc ~· aoooaNrJ _,no nor­

lea-•• of 1NI tiiN Jtoiolt lana to t.lle .. l.n wMI:ro 

aoooaN:rF ~•• •• ..._ •• ., .ulln ..... .u~l• 

•o laaaUFo 

OlYIJJ) I -·· . 
llalft 

Regraded Unclassified



r I ~ t : ! . i ! ~ • ; ! ! M i • • ~ ~ I' 
I iP. !""f· ..... ~ .a .. :;r,ra 

.raa:;~ J iJr: 1!• .. 1=~•=-=Jl 
I i ! = ! I ~ i l ~ 1 l ! i ! i i i I l ~ I 
! i . I ! I a ~ i ! ~ I c = ! i 1 : • ' ~ • i ! ~ 

· (-·l~s ~, ..... s .... !ll ._ ... 
'l. l 1 ~ i iJ" ei {;:: Ia I( i 

n ; = • d n !i h P P. ! ! '· 1 • ,. 

I 
:: .. 0 I .. I ~ .. . : .. .. • J I I , _ - . 

r f f ~ r ' ~ i . = I r f r i I • : i r i ~ ~ 
frs C£~ .. •M! ... 1 ·•= ~:•1 

!
E .. •!i:;!zrl .. ~!!! .. :fti!lif . -
lf"l 0 .......... ~.., ... li 

.. •1!' f ~c!rt'i :"i! .. ~ P 
a I I i · f 1 1.. i r .. ! ~ i i : ! J J f I 1 
K ·J t•t ""i!'a· ;I I f; . 

1 r t 1 ~ ~ i, i·£! i 1 1! ~ •,.. ' ! , I 1 I 
' ·~i ,.. '·~·,· · • . 

l 
Regraded Unclassified
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•t.a1•t•• _. tllat tlleF .... II&" u tau et Jato ,.ulll-. 

hill .... ~., .... •• .- •u • ....u.. et -. 

h&MoUU Mat•• 1a ._IP• .. ea14 tllat u IUftD 

Ual o"•P -. .. t elate4 1a tM lha4n1U •p•=nt, 

eu .. t ~t 1a tile Oea:tM of U• ~- Ape I t W 

bMoaO YU'f o-.Uoate4 Ul4 U O& .... Yel' wo.aJ.4 H ..... M 

d .. Utr .... olulfJ tt. 

!lao 'llloeto of tU blolaa~ nUl Mn7 tile -- et 

Brblrwen ao noo ~oal.._t • PUl 8&140 'Ill~• Brblrwen'o 

cloetorn oUll uo DOt :r..- h alalt .Ut M o•14 aot 

OOIQln•lT :r•OY• ~ t~ ••TOU lll:reak4fta boa wlllu 

lao h aow nft•lq. ...eYer • tU la41•U• ... tllat 

tllb :rMO't'_,- w1114 an lie n.ttloloat to p.Ct lt.1a 

to :ro- Jato ~oltloa ae noo ~M14eat ot tu -..~t. 

Ill llftiOI no • ........ 

OJVIJn Ja 

OJ."'f f.l , ,. ~ 

' "laor¥,10 Y.:' -~ •II 
I" ol ov I ll 
~ .. .. tr.:iiiU llwoK.al 

outt. 

Regraded Unclassified
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f . ifr~:! .. :rf .... fii! ':..

1 1 ' 111'1· IJ 1E : = i i ; ; E a i : 1 a E : ; 1 I , ... ~~ lr.;·I'";J•;t"' ., 
II drl!H ~~;l(lpn ! 
. t .• alii =!ll 1 
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•••1 '• _. n s • te -. ,,,. ta a ..... 
til•• la lMhle& a &IS • ., a RIIU I MU ta •• , 

1qtea - ta.-r ., .. .-lM1J&l .,ftfiala tat ...... 

1a ttPieetal .utn uatlrel. ..u. -. ..., et ta.. 

t•• •t ea •••11 u..uau• ., taelp •-tu• 
.u..p a ... 1 la Mllst .. •U• wltla te~relp .-....­...... 

llllololft • 

.... 
Regraded Unclassified



REB 

SEorttary of StatE, 

Wa.hlngtono 

GRAY 

Parle 

DatEd April 1., l &s9 

REo'd 4r52 p • mi 

736, April 14, 5 Po lllo (SECTION THREE) 

ThE Frtnoh ~ovtrnmEnt publish Ed a nEW form ot statE­

mEnt <•f tht pub:..1o dEbt in today: a JOuRNAL OFFICIELo It 

rEvEal~ that thE totAl dtbt stood at 427, 135, 000,000 

francs as of FEbruary 28, 1939. Borrowing during thE 

first two months of thE ytar totalEd 10, 932, 000, 000 

frano a . About 30>~ of this amount rtprEatnttd long ttrm 

and about 70'/. mtdium t Erlll borrowing. On thE othEr hand 

thE statEmEnt shows that mEdium and abort ttrms maturing 
(87t ) 

during thE CurrEnt ytar WErE rEdUCEd by 4, 186, 000, 000 

Sl 

trance, tht pErpEtua1 dtbt by 1 , 000, 000 and thE dtbt to 

thE Bank of Franc£ by 60, 000, 000. ThE ntt incrEas E of thE 

dtbt from January l to FEbruary 28 was thErEforE 

6, 6841 0001 000 trance. 

ThE total dtbt of tht statE 1nd1oatEd abovE doEs not 

lnoludl tb£ dtbte or thE ra1lwaya, ot thE d Epartmrnta and 

c~ta, Et cEtera nor dote it incl udE thE war dEbta . 

It 

I 

Regraded Unclassified



REB 

It wE add the jo1nt publ1ehcd t 1gurce t or t he 

tort1gn dEbt (wh1oh do not 1noludE thE war dcbte) ot 

1e,ooo,ooo,ooo tranoe, thE railway debt ot 102,ooo,ooo,ooo, 

thr dtbt or tht dtpartmcnte and oommunEe ot 40,ooo,ooo,ooo, 

and that of tht colon1Ee and o£rta1n etatt 1netl tut1one 

ot lO,OOO,ooo,ooo, wt arrivE at a total publ1c dtbt ae ot 

Ptbru\lry 281 1939 of approximatEly 5951 000 .• 000, 000 tranolo 

NPL 

EKB 

• OlD OF MESSAGE) 

03 V1Ja3 R 

orori, .... 
,.])o,~ . 
,. . ~ ,,,.,, . ...... ~ ... ;.. 

BULLITT 

Regraded Unclassified



.. 

Stor&tary of State 

Washington, o.c. 

RUSH • 

.as, Apr11 141 7pm0 

our 
LOndon 

Dated Aprll 141 1881 

R£o'4• 7tUIJae 

FOR THE SECRETARY OF THE TREASURY PROM BUTTERWOR'l'Ho 

STRICTLY CONFIDENTIAL. 

OnE. At Slr Prcdtrlok Ph1111ps t rEquest I callEd 

at thE Bri tish TrEasury this afternoon and he gavc m£ 

two copiEs of th£ British financial rEgulations which 

Will bt promulgatEd upon thE outbrEak of a war togtthcr 

with oop1Es of thE various forms and notiota, on th£ 

undErstanding that thts a documEnts bE trEat£d as acorEtly 

and oonf1dEnt1nlly as any information can bE b £oaua£ 1! 

anything l EakEd VEry rEal d1ff1culti£1 would bE or£atc4. 

Accordingl y Phillips r£qucatcd that thtn doc\llllmta be ~ 1~ 

u:nt dirEctly tg you and that no rcproduot1ona be -de {-.. ~ 

~t th~· HE alao aaid that two wcr£ b t1ng auppl1£d 

inaamuoh aa you 1111ght wlah to plao£ onc 1n th£ banda or 

thc chairman of thE P£dcral REIEl'VI Board. Th£1 10 1n a 

l£tt£r addr&aa£d to you 1n t h& pouoh which l£aVEI London 

ton1&)lt tor tbc QUEEJI IWlYo Pb1lllpa rlt£rr&d t o tba 

tao• 

Regraded Unclassified



, 

- 483, AJII"ll lt, '7pai flo~:. Lonclone .... 

toot thlltl BnliJ la aohldull4 to aalL tor £Dalllll4 011. 

April 21J COMIQUintlJ he had authorl&ld h1a to bl Jll" .. 

partd to staJ on in Waab1ngton tor 11 daJ or two 1011811' 

in thE EVEnt thllt you wished to clarity through 41soua• 

sion with him llDY aspEots ot these documcnta; 

Two. Ph1111pe then atatld that he -• 1natl'UOtE4 

64 

by tht ChllncEllor or th£ Exchequer to aprus llpprcoiot1on 

for thE AmErican m£morondum (my 473, April 13, 2pm) and 

to agrEE 1n principlE to tht oonsultations suggEstEd 

thtrEine HE addEd thnt the &xttnt to which thE British 

TrEasury could rntEr consultative txohangrs was condl• 

tioned by whEthEr billltErlll exchangEs wtrE inttndEd or 

"a grnual confabulation"; He was obviously lEary or 

any such gEnEral consultations and thEreforE I VEntured 

to EXprEss a personal opinion that no such suggEstion was 

inttndrd ; thllt the intendEd procedurE was tor Cochran to 

consult with thE continEntal lldhtrcnta ot the tripartite 

accord just as I hlld with him and it the othEr countries 

wished to undertake any bilatEral convtrsationa with each 

otbtr naturally thEy wtrl at UbErty to do aoe I added, 

howrvcr, that I would obtain from you contlrmlltlon on 

thia motttr 11nd would oOIIIIlWlicntE with him again. HE 

aa1d that thEy wnnted the poaltlon to b1 tbua olarltlld 

bd'or1 proou41ns turthll'• 
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- ~. April lt, '7Jao tro. London. 

Phillips thEn wtnt on to 10.1 tho.t hi thoUf!ht tha 

AmErioo.n tigurEa ot British holdlnge ot .lmErloan a1ouJ4tl11 

wErE quitE widE ot thE mnrk duE to thE amount ot torElgn 

opErations through London and tho.t hE EstimatEd holdlnga 

by Brltiah rEsldmta ot AmErloan aEo~ltlEa wErE no morE 

tbo.n pounds (StErling) 1501 0001 000 to pounds (Sttrllng) 

2001 0001 000 and probably muoh nto.rEr thE termEr tho.n thl 

lattEr figurE . HE also aald tho.t hE undErlltood and 

apprEciatEd our dtsir£ to prEvEnt panicky sElling by 

tortignErs ot Amtrioan sEcurity holdings upon th£ out­

bunk or a vtar but hE did not undErstand thE signifi-

cancE of thE rEfErEncE to forEign balancEs 1n thE UnitEd 

Statts and to thE commodity and monEy markEts . As to thl 

pricEs ot oommod1tits in th£ UnitEd StatEs upon thl out­

brEa.k or a wo.r h t thoUf!ht 1 t wae "anybody' s guus who.t 

would ho.ppm•. 

Phillips concludEd by saying that any background 

information aa to what w£ ho.d l n mind would bE vtry much 

apprEciated and in this gEnrro.l connEction hE rEfErrEd 

to ths two documEnta mEntionEd o.bovc and ExprEssEd thE 

hopE tho.t VIE would rtolproco.tE in passing on to ~ 

information rqo.rdlng masEnoy a1o.euru wE propou to 

takE 1n thE EJspt or on outbrEO.k ot a wo.r 1n Europla .... 
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- 4831 April 14; '7pae trcm London. 

ThrEEe In thE coursE ot a oonvtraatlon wlth 81r 

FrEdErick Lr;lth-Roaa, hE rEfErrEd to thE tlnanoial 

Economic impllcatlona ot thE rEcEnt guarantEES givEn to 

Poland, GrEECE and Rumania ond contirmEd that th£8 1 

countriEs which, oe rr;portr;d in my 80 January 20• l pm 

G6 

"' hovE tor somE t1mr; p:ust 'btE~ suldf18 tinanoiol tao111t1u, 

particularly through ~:hE pounds (StErling) 10, 000, 000 

' "pol1.t1col" uport ortdit guorontt£ schm~, or£ now 

prtas1ng most etrongl! tor such assistancE on thE basis 

ot war nEEds . HE impliEd thot thEy arE caking mainly 

tor arms, mat Erial and othEr suppliES nEEdEd in timE ot 

war, and t ha t thEy hod suggEstEd that it GrEat Britain 

Tina not in a position to makE thEm availablE, thEy wontEd 

t'unds u1 th which thEy could mokE s1m11Ql' purohasu , 

particularly in tht UnitEd StatEs. I gathEr that thE 

traditional British onswtr ot •no porl1omtntory authority 

to do $0" is wEarif18 prEtty thin undEr thE etrtea ot 

dynamic r;vr;nte . Inoidtntolly I lEarnEd from thE IXport 

crEdit guarantEE dEportmEnt that it 1s ont1o1poting that 

a substantial incrEaS E will bE modE in thE EXisting 

pounds (St t rl1ng) tEn million pol1 tical crtdJ t eohau 

and stEps orE alrEady bEing tokEn to ~nd 1te organisa­

tion tco111t1Ese 
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PrOII thi:SI GJ14 othD' OODYD'aatloDII lt 81- ol ... 

that thE Bl'ltiah monEtU"y aut:borltica ful t~llYU 

facEd with a dllDIIIIIlJ whethEr an immEdiate wcu- la 

auffioicntly lncvitabll to mak1 it dlsirabll tor thla 

to spend lavishly their not unllllltcd flnanolal 

resourcEs in aiding potEntial o.lllcs or wbcthcr thly 

ahoul~ oonaEl'VE their rcsouroEa agai~st all oontingEnoica 

o.nd ~ruy mo.~E available to thEir potential alliEs cnough 

to kE ep thm in UnE but not Eno'\~Sh from thE point of 

viEW of military safEty. Furthtrmor£ regardlEss ot 

EXpEnditure the problm of eupplylng wnr mo.tcrialB to 

potcntio.l o.ll1ca without l ntcrftr1ng with thE Brltlah 

armrunmt program will requirE forcalghtld and onrd'ul 

handling if price riua through bottlcnEoka nrE to bl 

avoided. 

CSB 
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TO 

SubJeotr 

INnlt ~ CC RFPICA"'IIN 

Seoreial'7 •orpnibas 

~. White 

Vioe Preeideni Garner•• Req•eet of -.rob 1~, 19,91 
Qu .. uon: Hae the United lltatee OoYem•nt eYer 

Ueed ~b1io runde eo Enable Aaerloan 
Olil&ene to Oo11eet on thell' roreliJl 
ID•eet.ntet 

1. ~he Un1 ie4 States GoYei'IUieni has llade no 1oaas to a 
foreign oou.ntr7 for ibe purpoH of eneh11ag that torelp 
oountr7 Co PAJ lie ob11gatione to United State• Oiil&ene. 

2. Howe•er, there han been DIIMI'OUI oaeee ln whloh the 
United Siatee OoYei'IUieni hae •tnierYened" or 0 1nierpoeed" 
with iCe a11ii&r7 or 41p1o .. t1o power for the purpoee of pro­
teotlng or proaotlng olal .. and propert7 intereeh of AMrioan 
in•eetore in foreign lande. Alaoet all ot euoh lnstanoee haYe 
ooourred in Latin ._rlcan oountrlee. 

The United Statee Go•ernaent hal allo u"d preeeure on 
Aeerioan banking and bueineee intereete to aake lnYe•t .. nte 
in foreisn oountriee whloh would faoi1itate the deYelo~ni 
ot the toreisn pol1o7. 

'· ~ EJ£port-I8J)Ort B&Dk was an attei!pt at a new pol1o7 
1D tba t pabl1o tunde were u"d tor the firet tt.. to tlnaaoe 
Aeerioan eli])Ortere or exporte. In oae oa" thle flnanoiq 
operation tao111tate4 tbe oolleoUon of debte ar1e1Jig froa 
prior oo-rol&l i r meaotlone. 

~. Loane (or tariff oonoe11ione) eztended b7 the Gonl'DIIeni 
to a foreign goYern .. nt for the etated purpoH of fao111tat1q 
trade and etren~ening the eoonoiQ' of the borrow1ag oou.nt1'7 
8&3' be 11&4e the induoe•nt (and dlreotl7 or 1ndll'eoil7 •7 
pro't'ide the fUDdo) for ad41Uonal ~:r-nte to foreign holdero 
ot defaulted ob11gatione of that ooantr7. 

!bare han been lnetanoee when tbo State Depaptaent 41•­
appi'OYed of loans b7 the Export-li!Port lank beeala• ~ bor­
rowing gonm.nio had not •de oaUofaoiol')' oettle-to with 
the Forelp Bon4holdere Proteethe Ooanoll oa detanlie4 bltto. 

74 

Regraded Unclassified



!he auaoW ...... ,_. aa4 appeii41JI ocatala a ..... 
or1pUoD ot 1aoaaooo UDovaUq .......... a1 uo1a'-" 
1n tbe oolleoUoa ot prlftW 4e1tt aa4 tho pi'OIIOUoa td 
t1nano1al and oooaoa.lo lawre•'•· 
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Protection aad Pro.oti on bf the united 
8tatee Govern88nt ot '-erioaa Eoonoalo 

and Pinaaoial Intereete in roreign Countriee 

76 

The notable ineU.110ee ot Aaer1oaa govern .. ntal aoUon 
to protect and pro.oh AMrioaa eoonoato and tiaanc1al in­
terest. abroad 11111 be ~1&ed under tour head.inge: Ollr 
general Caribbean pol1cJ, our Mexican polioJ, our Cub&B 
poliCJ, and our Chinese polioJ. 

r . . Outside Cuba and »exioo our Caribbean poli01 hae been 
d1otated largelJ bJ the etrategr ot eecurit1 and protection, 
for wh ich purpoeee we han eougbt t o forestall &nf excuee 
for f oreign interventi on other than American, 

1. We urged Santa Doaingo, IUcara.gua, Ha~ t1, 
Hondurae and Guateaala t o pa7 ott debte to f oreign 
oountrie e through American priva te loans. We urged 
American bankers t o undertake such loans apparentl7 
with the understanding that adequate safeguards 
would be provided for the protection of the loane. 

2. We discouraged the granting of •Jor business 
conceeeions t o foreign intereete in Panama, Coeta 
Rica, Nicaragua, Haiti and Coloabia. 

3· Some instances of efforts t o cause a tranefer 
of public debts from European to American bandl 
follow: 

a. During 1910-1912 the State Departaent urged 
American bankere to develop a financial plan 
for Nicaragua and t o convert t he public debt 
held b7 European interests i nto an American loan. 
State Departaent negotiated with Nicaragua a 
treatJ 1afegu&r41ng a loan contract which wa1 
negotiated with Ricaracua bf Aaerioaa b&Bker1. 
When the Uftlted 8tat11 senate retueed to raUfJ 
the treatJ, American benkers went ahead with a 
eaaller loan and bf private arrangemant 1eoured 
the right to seleot a Collector General of Oua­
toal, noainated bJ the bankers and approved bJ 
the State Departaent ( 1912). 

Riport prepare& bf ill'. 10hil41l, ill'. Spiegel and Mr. Baneoa 
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b. Dur1q 1901-1911 ttae nate DepartMnt a4-
dl8d Boadaraa to reJeot a lriUab retM .. l•l 
oontraot •• onel'OIIa &114. arp4 .&Mrioan 'bmlllilre 
to udertalte the ret'lladlq. .&Mrloan banllilra 
arranpd a loan contract while the State Depart­
Mat aeaouate4 a treatJ to eatep&l'd U. treatr 
was reJeote4 b7 Honduran Congress, oritioise4 bJ 
.Aaericaa Ooagreu, and lou ooa traot -• w1t:b4ran 
b7 Aaer1oan bankers. 

c. In 1910 the State Departaent exerted pressure 
to obtain American part1o1pat1on 1n the Rational 
Banlt or Ha1 u and agaln ln 1920 to obtain tull 
Aller1can control or the Bank. 

d. rroa 1915 to 1922 the State Depart .. at worlte4 
to arrange a pri ... ate American loan tor Haiti that 
would leuen the tlee wlth European bankers and 
bondholders. 

B. We satefh:rded the froceues b{ which Caribbean naUons 
could meet elr obllga lone both o foreign ai14 lierlcan 
lnteresh: 

1. We teaporaril;r inter ... ened in Panama ee ... en tiae's, 
ln Honduras tiYe t1Ma, in Nicaragua six t1aes, and 
once 1n Guate-.1& and Costa Rica. We set up a111-
tar:r goYernaents 1n Cuba and the Doa1n1can Rapub11o, 
and u1nta1ned peraanent toroe1 tor lo~~g periods 1a 
Haiti and Nicaragua. We set up custoas recei ... er­
shlps 1n Nicaragua, Hai U, Sal ... ador, and the Doain1can 
Republic. 

2. We ueed, as de ... icea ot influence, recognition 
and non-recogn1t1on ot go ... ernaents, d1epla;re ot 
terce, and araa eabargoee. 

3. Between ~ &114 191: we dlseabarlted a1l1 tarJ 
terce• soae t1tt:r t1aee to protect lite and propertJ 
ot Aaer1oan o1t1r.ens1 1a LaUn .&.rica. or these 
t1tt;r, fourteen ocoadone were on the I•~• ot 
Pan .... 

4. Soae lpeC1tio 1natanCel ot th11 satepardilll 
prooe11 are tba tollowins: 

a. '!'he State DepartMnt appears to ha .... retuse4 
to reoosnir.e the 'l'heodore and Baa pYel'ftMnts 111 
Ba1 t1 beoauee theJ would not subaU to .&Mriou 
ouatou oontrol. OYerthrow or Z..Or an4 'l'heodore 
pYeraaeata ( 191•) -. laPp~ 4ue to lMk ot 
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.ono:r whioh wao in tlll'll dae to aoUoa of U1e 
AMrioan-oporato4 JaUonal B&Dk uooo aouoa 
wao not 41oappron4 of b:r ~ lgto Dopar'-On,. 
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b. ll1l1~ ocoupaUoa of II&J.U 1a 1915. 
Aaer1oan toroee wore aa1n'-iao4 llfttil 19,- 4arial 
which U• Allerioan a4111n11tra~r• o:nr'-4 preonro 
tor ~ adoption of a now oono,1tllt1oa and tor ~ 
eubaioo1on of all propooo4. leg1olation to the 
United Stateo tor approYal. 

o. 1902-1907· Orig1nall:r acting in defenoo of 
an .American ooapan:r, the State Dope.rtMnt wao lo4 
to take onr the Doll1nioan ouotoao to preYeat 
partial reoei•erohlpo b:r other foreign creditor 
nat! one. 

d. The State Depart~~~ent aoeu•d a 111~1\a.r:r gonrn­
aent of Doainioan Rapubl1o troa 1916 to 1922 in 
an atteapt to coapel acceptance of a treat:r pro­
viding greater eafeguarde to foreign creditor• 
than were offered b:r the conYent1on ot 1907 . 

e. Evacuation treat:r of 1924 in Doainican Republio 
continued cuetoaa collection under Aaerioan direc­
tion. 

t. In Bondurao 1910-1911, we i.apeded revolution 
b:r the preoence of a oruieer and iapeded exioting 
governaent b:r eetting up neutral r.ou. Allerioaa 
arbitration of the matter followed. 

g. Mediation of the Bondurao-Guate~a boundar:r 
diepute of 1917-1918. 

h. In 1911 a loan contract brought tunde troa 
the United Statea bankere to Nicaragua ae well 
ae an Aaerican collector general of ouetoao. 
Abol1 t1on of conceoe1ou granted 11Dder preYiouo 
governMnto wae negotiated and a 111xed claiao 
ooamlooion (compoeed of one Nicaraguan and two 
AMr1cano) wao eotabliehed to oou14or olaiao 
arieing troa thio aot, 

i. In Nicaragua Allerioan troopo wore landed ia 
1912 to ouppreu a re•olut1oa an4 rea1DOd oteadil:r 
in lioaragua 11Dt1l 1925. Al'Md oupport wao os:ten.S.4 
a pr .. ident1al oan41date ia 1912 ( nboequentl:r 
elected) and &gala 1a 1926. 
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J. :ra tM lkdatou .. PIII»U• NJOPU1• ..-
wt UIMU tre. ........ ,. 1a 1,14 ..a 193.6 peal· 
1a1 tMlJ' fOoepu.a .. ot AMI'lou ~·1• ., 
oo1leoUou ot 1a'ol'll&1 roqa••· 

o. Wo ban rota .. a to aUaob o1p1t1oaeoo to ooat~ 
\ual aUpalaUoao whorob7 .AMI'1ou tlnu reaOIUIOe4 ,. 
right to au ouppor\ ot tho1r ~•ra•at u4 ba" ..... 
diaoouraged tho .akl.ag ot oontraoto oon\a1D1Ag ouob ot1-
pulat1ona. 

D. Upon -rou• oooaolono the state DepartMnt boo 
aotod d1reoU7 upoa appeal ot .&Mrlou ontorprlooo 111 
tho Oarlbboaa Bepablloo. Uonn 1notuon aro o1totl 
below: 

1. Upon appeal of Ban Doa1ago 00IIP&JI7 (AMrloaa­
owned) in 1902, tho State Dopart .. nt helpe4 to ne­
gotiate a eettleaent. 

2. UPon appeal of sugar plaatera against sugar tax 
enforoe4 1n Doa1n1can Republ1o in 1905 the State 
Department entered upon negotiatory aot1Y1t:J. 

J. Bolluder was cn~ged to 1nYeat1gate Doa1n1caa 
e1tuat1on 1.n 1905-1906, leading to the 4obt-a4Juat­
•nt plaD. 

~. 1'he State Depart.ent 1nd1oato4 41BapproYal of 
a port-obargea aotlon b7 Doa1n1oaa Rlpubl1c 1n 1906 
aa unfrlandl7 act toward AMr1oan enterpr1oo. 

5. Upon aa appeal b7 AMr1oan-o ... a ral lw&J 1a Ba1t1 
1n 1913, the State Dopart•nt 1n4uootl Haiti to aooopt 
4ol1nr:r of oortaln oootlona of the railW&J, w1Ul ap­
propriate financial ao\1on. 

6. tJpon an appeal b7 tho AMrloaa-ownod rallw&J in 
Ba1t1 in 191 .. , tho State Dopart•nt o4rtaod Ba1t1 
tho t 1 t would aot to aafopar4 the rlpto ot tho · 
OO.J*ft1• 

1. tJpoa requoat b7 the .Aaorloaa-operatotl Bank, tbo 
State Dopart•nt tara1ahe4 a lhlp to truotor pl4 
to low York, doaplto the protoot b7 Ba1Uu go-..ra­
•nt apinot Ollob traaator. 

8 . tJpoa tho oagooUoa b7 the AMr1oaa-operatotl 
BUk tllat 1o11110 ot papor •a• ut.oli'Ulo, tile state 
De.,.n-t protootM to lla1U. 
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9. ~he state Depart .. nt ineilted in the Haitiaa 
Conltitution of 1918 upon a olau•e pera1tt1Ag for­
eigner~ to hol4 land in Ha1 t1. 

10. ~· State Depart .. nt refu1ed to reoognue the 
lew of 1920 in Haiti wh1oh re1triotad tbe rigtlt of 
foreigners to acquire land. 

60 

11. Upon sugge1ti on of 
areas were established 
periods in 1910, 1912, 

American interests, neutral 
in Nicaragua during disturbed 
and 1926-27. 

l. ~ tariff law or 1919 under the Doa1ni can •1li­
tar7 govera.ent taYOred Derican trade, aided big 
~erican sugar companies using haa•7 mach1ner7, and 
aided Ameri can manufacturers whoee market wae broadened 
There ia wide belief that .American eugar planters did 
not reel that the intervention wae a good idea t or 
them. 

F. Some observations worth¥ ot note: 

1. There ie abundant evidence that the State Depart­
.. nt has uaed pressure on private banks and tir•e 
to get action which would assist our foreign polic7, 
ae well as having shaped our f oreign polic7 to pro­
tect priTate interests. 

2. Among the oond.itions that American private enter­
prise has liked abroad are cheap labor, cheap land, 
high intereet ratee, and a govern.ent that oan· be in­
fluenced eaailJ. The recent atteapta by Latin American 
countries t o r a ise wage le•ele and the standard ot 
liv1n.g ot tbe population, and to proTide low intereat 
rates tor native induetr7 has reduced the attractiTe­
neee or t heee countries as !l field tor investaent b7 
American intereete. 

3· Private bueineee baa not alwa1a cone1dered 1ta 
interests aligned with the bonded debt interests that 
aougbt state Departaent protection. At the preaen' 
tiae, partioularl7, the interest• ot United State• 
exporters are in opposition to the interests ot bond 
holder I . 

~. Aotual ail1tar7 engage•nta are not neoeaaar1 to 
eurt influence . 'lbe •ere presence of a warship hal 
great aoral influence. 
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II. In llex1oo: 

A. indsle4 u a1J11t 
intern& eoono o po OJ. a a1 pro-
teated TigorouelT againet Mexican lawe and oonetitutional 
provisions relating to taxation1 forfe i ture or a1ning 
properties, expropriation or land, and exploitation or 
oil properties, tbat were allegedlT oontiacatorJ or dil­
oriEDinatorJ. 

B. Buoh devices ae reoogni~on and non-recognition and 
a rme embargoes haTe been ueed to influence Mex1can-.U.rican 
relationlbipe. On one occasion, tor exaaple, a non­
retroactive interpretation or a law was projected ae a 
condition for recognition. 

C. Bolle instances are cited in which tbe State Depart•ent 
bo.e ineieted tba t •.U.rican propertT shall not be contia­
oated" and baa proteeted agains t llex1oan 1 .. , that baTe 
an allegedly confiscatory effect upon Aaerican holdings. 

1. 1915 - Villa decree that mines abandoned tor 
60 days shall be subject to forfeiture. 
Also, that exploitation work must be con­
ducted on each fiTe contiguous pertenencia1. 

ACTION. lUning men protested to State 
Department which in turn protested to Villa 
that the act wae oont11oatory of .blericaa 
propertJ. Al•o, the Btate Departeent pointed 
out the impossibility of continuous operation 
beoauae or reTolutionary conditions. Decree 
was not enforced. 

2. 1916 - Siailar decree by Oarranta. Suspeneion or 
lUning operations for over two aontbe 1n suo­
cession or for three aonthl in one jea r would 
subject propertT to forfeiture . 

ACTION. state Departlent reque1ted annul­
EDenton ground that it ie confiecatorJ of 
propertT wh1oh American• could not operate 
because ot uncertai n railwar service or •• 
oeesive railway ratee or confiscation of sup­
plies. Modification or decree followed. 

J. 1917 - 1918. 1917 Conetitution ve1ted aub1oil 
ownerahlp in the nation and ra1ee4 queeU on 
of status of propertiee owned bT "-er1oue. 
The obi ef 1a1ue wae wbether it wa1 retroac­
tive tor propertiee acquired betore KaT 1917. 
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4. 1925 

5· 1915 

6. 1925 

- 1-

- Law proYi4 .. that it tbe:r b&Ye pertol'8ef. 
poaUiYe ut tolrard oil exploUaUoa before 
11&7 1917, ownara •:r re pater their holcl1ap 
and excl:wlge oil ripta tor a 50 7ear ooaoea­
a1on. '!he 50 :rear pario4 waa to ran rro. 
4ate ot tbe poa1U,.. ut eo that it 4oae la 
U1!5 the re•iniq period ot exploUaUoa 
would baYe ~en nr:r abort • 

.AC1'Io•. State ])epart•nt obJeote4 to ~ 
aot as oont1aoator;r. Oa1lea .&.Mn4Mnt fol­
lowed the Court deoiaion holding the Aot 
unoonatitutional . 

- Oarran&a agrarian deoree proY1de4 tor ex­
propriation ot land t or Yillagea • 

.AC1'Io•. UnUe4 8tatea-.. x1oan Oo.aiaaioa 
of 1923 debating on Mthoda ot illde-it1oa­
tlon agreed on indeanltioatloa t a boa4a tor 
lando up to 1700 heotarea but t or be;roa4 that 
a1&e 12le pa:r-nt waa to be oaah. Aloe, U 
wae agreed 11lat J)Q•nt 1D 'boa4o ehall. not 
oo~otitute a preoe4ent tor ~t 'b;r 'boD4a 
tor expropriation of an:r other propert;r. 

- Al1ea 1an4 law aueapte4 to ouet tDrelCMre 
troa onerUJ.p of real propertr. ..x1oo aa­
aure4 ttat U waa not retroaotlw. Bat oae 
olauao ia 41atur'biac, l . e . , that tareip eor­
porauoaa hol41q amok 1ll oo~~~&n:r onllls 
I'W'al 1an4 llhall 41.,..at oolt ot hol41qo 
wUhiD 10 :rearo. I4ea no a.t thor 11ltl1114o4 
to out ott 1ahorUaaoe ot real propertr, ul 
ollloo oorporatloa• a llte no perpetual, noll 
a 10. :rear olaaoe no laoorto4. 

AC!IOII. ltato Depart .. , protootot.. 
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19311 - Cardeue 1uaK a deere• n:propnauac 
propart1ae of o11 ooapaal .. 1a .. Xloo. 011 
llaroh 30 and qa1a oa h1J 21, leoretarr .. 11 
•de eta te•nte re1at1ns to p:roper prooK'III'a 
aD4 • thod of pqaen t 1n expropna t1on of 
propertr. 

D. Regarding taxation, State Departaant' 1 Y1ew bae beea 
that 1t will not ob Jeot to tuee proper1T 1eY1ed un1el8 
t haT are oont1eoator7 or d1eor1a1natorr. 

1. 1915 - Tax decree atteot1ng llex1oo C1tT Aaenoane. 
ACTIOB. State Departaent a4a1 UK that 1t 

wae not cont11ca tor.r or d11cr1a1nator1 ~ 
becal.llle oond1 U ona tor pq- t ware UJieat1e­
tactorT, 1t pro te~ted. Decree was annullK 
as tar as affected foreigner•. 

2. 1915 and 1916 - rorced loans and cootribut1one 
requested ot tore1gner1. 

1915 

~. 1916 

5· 1917 

6. 1918 

1· 1916 

ACTION. State Department protested. 

- Carranza tax on mining properties. 
ACTION. State Departaent protested becau1e 

it 1s more than the 1ndu1trr can bear and 
the ret ore oo nt11oa torT. 

- ll1n1ng tax on a p:ro greee1·n rate bash. 
AC'l'IOII. Sta ta Departaen t p:rote sted to 1 t 

as oont1sca tor1 1n 1ts obJect, 

- Tax on ell and petroleua. 
ACTIOB. Lanalng 1na ti'I.ID h aaba11ador to 

prote1t as oont110ator7 ot ~r1oan r1gnts. 

- Carranza decree. Double tax on ell 1n4ul­
trT b7 taXing both the lind and the production. 

ACTION. State Depart .. nt p:rote1ted ae con­
f11oator,r. lex1co 1tated 1t 1e aerelT t1ecal 
leg11la t1on and that 1t can not accept 1nte r­
terence on such aatter1. 

- Carranza decree created an 1•sue ot currencT 
and aade it co~110r7 to accept at oe~1JI 
ratios tor p&J'mlnt ot debt, 

ACTIOII. State hparaent ret.Nd to aooept 
thl decree becaaee depreo11.t1oa of curreaa1 
41a1n1ahed and bretoN ooat1eoated ex1et1DI 
obl1pt1one. 

Regraded Unclassified



84 
- 9-

E. Action by the United Statee Govern .. nt which baa 
been leu clearly and directly on behalf of private 
enterprise includes the aid reported t o b&Ye been c on­
tri but ed by Aabasea4or Wileon t o t he downfall of Madero; 
non-recognition of Huerta and the arme embargo, capture 
of Vera Cruz, etc; and the een41ng of Pershing into 
Mexico to capture Villa. 

III. In Cuba: 

B. Aaonf the deYicea used haYe been r ecogniti on and non­
r ecognlt on, arms e~bargoee, landing of armed torcee, 
dleplay of for ce, and ailltary government. In addition 
t o euch activity, which eerYed to protect t he l ite and 
property of American c itizene, direct influence has been 
aaaerted over the granting of concessi one and t he capacity 
to borrow. 

D. From an economic viewpoint , the united State s Qoyern­
aent interpreted the Platt Amendment a• giYing it a eort 
of advieoreh1p OYer Cuban loane and the right to paee on 
concessione granted by Cuba t o foreigners, lest the con­
cessi one or loans prove an iiiJ)rovident s train on the 
Treasury: 

1. I n 1911 and 1912 the United States on several 
occaaione protes ted the granting of concessions t o 
both American and European companies. 

2. A typical instance of control exerciaed oYer 
Cuban governaental borrowing wae that in 1921 when 
appr oval by the United Statee ot a large loan wae 
conditi oned upon i mprovement of financ ial adminie­
tration. 

E. In 1903 a reciprocity treaty between Cuba and the 
United Statee save Cuban products, includi.ng eugar and 
t obacco, a 20 percent reduction from American tariff 
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ratee ud AMrioan pro4uote a 20 to 40 percent re4uo­
t1on troll Cuban ratee. 

es 

Th1e treat)' and the Platt .A.endMnt were abrop'-4 
1n 193~ when a eer1ee ot 11eaauree were taken •• part ot 
a polio)' ot aoUYe oooperaUon wUb the Jlendieta rep•: 

1. In aooordanoe With the J onea-Coatipn Aot, Cuba 
was assigned an annual ~uota ot 1,902,000 abort tone 
ot sugar in the United Statee aarket. At the .... 
tiae President Roosevelt lowered the dutr on Cuban 
eugar troll 2 to li oente a pound. Thie assured Cuba 
a definite plaoe in the 11arket ot ita principal cue­
t oller. 

2. .l new Cuban-.AIIIerican trade agree11ent turtber re­
duced the dutr on Cuban sugar and aleo lowered tariff 
ntiee on Cuban rua, tobacco, and fresh trui ts and 
Yegetables. In return, Cuba reduced ita tariff ratee 
on aany American products. 

3. In 193~ the Export-Iaport Bank loaned $~,000,000 
to the Mendieta Govern11ent. Thie wae the tiret loan 
by a United States govem11111ntal agency to a foreign 
countr;y. 

r. Other aotiYit7 included: 

1. Landing ot araed rorcee following dittioultiee 
arising out ot preeidential eleotione ot-1905, and 
adllinietration ot the GoYern11ent b)' an .t..ericaa 
governor troll 1906 to 1909. 

2. Landing of ar~~ed torcee in 1912 to protect llinee 
and sugar 11ill e during the negro ineurrection. 

3· Sending ot naTal Yessele and landing or toroee 
in 1916 upon tbe outbreak or a rebellion againet 
Jlenocal to which rebellion the United State• indi­
cated ita oppoe1tion. 

4. Landing or troope 1n 1917 to prannt poaeible 
deetruotion ot ausar b7 reYolution againet Jlenooal. 
Troop• not w1 tb4ran until 1922. 

5· Arrinl 1n 1921 ot General Crowder ae pereonal 
repraeentatin ot Preeldent W1leon. Crowder innet1-
gate4 looal e1tua Uon tboroupl.J', acted ae Allbaeeador 
troa 1923 to 1927, and part1o1pated aot1Yel)' 1D the 
Cuban GoYe~t•e effort to deal with an adnree 
eoonollio aall eleetoral eitu&Uoa. 
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6. l'laolq of u ollllaniD oa ..at Uou ealoa •• 
1aourreo,lulato of 191' ud Ollo of war aqa1paoa' 

~ the ezl•'t.c I(Oftra••'· 
7. Aab&oA4or WoU.o• aeurt'' •• lato..-.4iai"J 
between KaohaAo and oppoalt1oa ~pa. 

S. Betueal to reoognbe Grau Ban llartla Go,. ..... a, 

1ft l9JJ and reoosn1t1on of •end1eta GoYeraaent 1a 19,-. 

9. Arae eabargo of l9J4 proh1b1t1ng e~rt of arao 
and aew•n1t1oa to Cuba exoept on appl1oatlon for 11-
oenee and approval b7 the Cuban Gon ..... at. · 

IV. In China: 

fhe Ull1ted Statee Goveraaent hae at different tt•a ea­

couraged and dhoouraged the alr.1ng of loene b7 Aaer1oaa ~ra • 
.Ueo, naval .,euele haft been available 1n etrateg1o plaoea 

during dlaturbed per1ode. So .. 1netanoes of AMr1can aot1oa 

a re: 

A. 

B. 

c. 

D. 

E. 

'· 

1895-1900. The Aaer1oan K1n1eter supported Aaer1ou 
aot1.,1t7 to eeoure ra11wa7 oontraota. 

1909. Seoret&r~ Xnoz proposed that China be lent 
enougb aone7 to purohaae all the ra1lw&71 1ft 

ll&nobur1a. 

1911. Prea1dent 'fatt eent pereonal telecre• to the 
Ch1neee ruler requeet1ng •equal part1o1paUoa 
b7 Aaer1oan capital• 1n the Rakuang Ra1lwaJ loaa. 

191J. 'fhe United Statu Go.,.raaent retuaed to ~ap­
port Aael"ioan parUo1pa Uon 1ft the e1z-power 
oonaorUua, but revereed 1te att1twle 1a 1917. 

Pro• 191 .. ~ 1921 the AMr1oan ll1D1ator eoupt ~ 
1a4uoe Aaer1o .. oap1tallata to ..-. loana to 

Oh1na, bat little 1ntereat ••• U.a 1n Oh1ae" 
loaaa b7 tho Aaer1oan f1aaao1al oo .. aa1tJ. 

l9JS. 'fhe bllol't-bport kDJt Dade a t25 a1U1oa 
loan to Ohlaa, to be uod aololJ for the PD'­

ohaae of ooamodl Uoa 1ft tllil UaUod 1'-'••• 
Aa tar •• la aon, ao .t1pal.aUoaa woN ez­
MW. rr- Oblb u to .. uora of &ellt aoUl.a­

••'• treat•at of ~noaa 'lllla1aa •• 1atoN••• 
1a Oh1aaL. !1 •• to NlaUoae w1tb third • ....., 

trloo. TDU 'ruaaouoa •• pzoo~ u1t•• 
1a ... , ......... 
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'· lute Depar-.at llu atMIIpM& to pn..at Zlper'-:r.-t 
Bank lNIII to L&Ua ~l"lOM .... trleo Dlell Uft ao' .. 
aaU1taotor:r • .-u.-a•• oa 4otaal-.c &e~to. 

Depart•nt of ltaw ll&latalu tbe pollo:r of 4loenna­
ing loan• bJ th1 Unltel •••'-• GoYei'D&Iat or b:r IOfti'IIM&t 
corpor a tion• to 1:ho1e o011Dtr1el wbiob II&Ye not a.4e a Mttle• 
a ent ot their tore1sn dlbt whlob 11 l&t11faotor:r to the 
foreign Bon4hol4•r• ProteotlYe 001lno11. 'l'h11 pol1o:r 11 eT1-
denoed 1n 1te reoo ... D4at1on to the EXpor'-I~~ Bank to 
decline a loan to the Chilean ra1lroa4• 111 llaJ'ol1 19}8. 'lllo 
aot1on with regar4 to the reqae1t tor a loan b:r tbo 01111 ... 
railroad ha4 1tl preoedent on Jo'fellber 11, 19'li wbla a o1a­
ilar reque1t tor a loan b:r Ooloabl& ••• reoo ... e414 for 411• 
appro•al beoau11 ot the failure ot t11e Colo.atlan Go.,.I'D&Iat 
to reaoh a ~at11taotor;r 1ettleaent ot 1tl d~ot w1th the 
foreign Bondholder• Proteot1•• Oouno11. 
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1. Knox uraed Banta Doa1ngo, Nioaragua, Hondurae, Guateaala 
and Haiti to paJ orr debt a to European oountr1ee through 
American prh'ata loana and urged -'-1'1oan banlr.era to under­
take such loans apparentl7 with the underetanding that ade­
quate aa!eguarda ! or protection or loans would bt pro•ided. 
As guarantees he aought to obtain control or cuetoaa collec­
tion !or the bondholdere. 

a. Nicaragua: During 1910-1912 the State Depart•nt 
urged American banlr.e~s to de•elop a financial plan tor 
Nicaragua and t o convert the public debt into an American 
l oan. State Depart ment negotiated with Nicaragua a traat7 
aa!eguerding a loan contract which waa negotiated with 
Nicaragua by .Alaerican bankere. UnJ.ted Stataa Senata re­
fused to rati!7 treat7 and loan contract waa abandonad. 
However, the American bankers went ahead with a eaaller 
loan than was contemplated ori.g1nall7 b7 the proposed 
treaty, and by pri•ate arrangement t he7 eecured t he right 
to select a Collector General of Oustoma, nominated b7 
the Bankers and appro•ed b7 t he State Department (1912), 

b. Guatemala: In 1912 the State Depar tment tried to 
dissuade British Government !roa supporting cla1ae ot 
Britieh bondholders whoee bonds were in arrears and offered 
a plan ! or r efundi.ng by American bankers. 'fhe British, 
howe•er, reJected the propoaition and ueed a dieplaJ ot 
a warship to enf orce its demands on Guatemala. 

c. Hondurae: During 1909-1911 the State Department 
advised Hondurae to reJect a British refunding contract 
a e onerous and urged American bankers t o undertclte the 
refunding. Aaerican bankers arranged a loan contract 
while the State Department negotiated a treat7 to aa!e­
guard it. '1'reat7 was rejected b7 Honduran Oongresa, 
crit1ci~ed b7 American Congress, and loan contract was 
withdrawn b7 American benlr.ere. 

d. Haiti: In 1910 the Stat e Department exerted preeeure 
to obtain Allerica n participa t1on 1n the National Bank 
or Haiti. 

e. Santa Doaingo: During 1909-1913 the Stat e Depe rtMnt 
diepl8Jed intereet in broadening the oon•ention or 1907 
(custoae recei.areh1p) in order to provide greater ea!e­
guards t o foreign cred1tore. 
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2. Dtox aaked U.rioaa banara to partloipate 1a an later­
national retuncllnr; lou to L1berla 1.a 1910. fba loan .-r-· 
an teed by an 1nternatlonal reoeiYerlhlp pl..a waa aooo.pllllle& 
in 1912. 

; . Inox, in 1909, de.taed a plan tor privata baD.kera (in­
c l uding both ~rioan and European) to t1aanoe and oontrol 
all t he r a ilway• in llanch~~rla . Propoaal t or interaatlonall&a­
t1on f ailed. 

4. tnox and 'l'att i n ei ated auoouatullJ that .bericaa privata 
banker• be allowed participation in the H~alruins Ra1lwar loaa 
1n 1909 (China). '!'aft 111nt a pereonal tal111r;r~ to the Oh1neH 
ruler requesting •equal participation b7 '-er~oan capital in 
the Hulr.uang Railway loan• 

5. )(nox expanded the interpretation of the Platt .uee~nt 
to incl ude t he rigbt to paaa on oooceaeion• Jrantad b7 Cuba 
t o f oreii!Jisrl on the ground that 1uch coaoeuio01 mlgbt re­
sult in an i~ro.tdent strain on the 'l're aaurr . 80118 eX&J~Plea 
tollow: 

a. In 1912 the State Department obJected to the contract 
with the Cuban Porte Company (Britilh concern) ae involv­
ing a.n obligation tha t aigbt exceed Cuban capao1t7 to paf. 

b. In 1912 a oonoeuion to drain the Zapata SW&IIP wae 
eaphaUoellJ diaappro.ed b7 theState Depart~~ent ae aa 
"i~rovident and reokleaa wa1te of revenue and aatural 
resource•" · Later indication• tha t there waa verr little 
timber in the aw.-p and that American capital was involved 
were followed by adjuetaente to meet the objeotione of 
the State Departme.nt. 

c. In 1912 the State DepartMnt 411appro.ed of a con­
oeasion to build. the Caibarien-Bue.ttaa Railwar UDder 
t he erroneo11e belief that it wae eought by 8rit1ah oap-
1tal1atl. ObJection oea10d when preeence of Aaricaa 
capi tal wa1 revealed and the oppoeit1on ot i~rtant 
Br1t1eh interelte wae di•oloaed. 

6. ~ox oppo1ed a Panua railway ooncul1on to Bri tllh all4 
Geran capital 1a 1912, tor ltratag1o reaaoaa. 

7. ~ox laid down the tun~ tala of h1a pol1or before tba 
Pcre1gn Relatione Ooaaittee, .. , 2~, 19111 

"Shall the govern•nt of the United S~tea ..a .AMr1oaa 
capital a.n iaat~ntal1t7 to aaoura t1zano1al atab111tJ, all4 
hence proaP.r1 tr and peaoe, to the .are baokwar4 rapabl1oa la 
the nalpborboo4 of the PaDaM O•nalf All4 111 or4er to dft tbat 
.. allUre of aeevl tr whloh aloae woulcl lDiluoe oapltal toM R8Ja 
an laat ...... talltl wlU.O.t ~alJIC too IN-' a ~a.,.. SJae 
oountrlea ooaoerDecl, aball thla pYel'lmBat ...... towu«a tba ne-
tou collaotlona a ralatloaab1p trreat fflll' tllla 'IIIII'IMtattt Regraded Unclassified
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1. 'f1leon 111 191:5 e111111c1a1:e4 1:be cloo1:r111e 1:ba1: co110eu1oa1 
to torelgnere b7 LaUD AMl'loan c011111:r1e1 an cJapl'CNI be­
caaae torelgll 1ntereete are ap1: t o cloal~~ate cloaeetic affaire, 
However idealietic tbil doctrine .. 7 have been in ol'1g111, ~ 
practical e!!ect wae to keep out European capital and t o per­
lilt developaent b7 Allerlcan priva te l ntereete. 8oM eX&IIJ)lell 

a. In 1913 the United 8tatee Oovernaent oppoaad an oi~­
doclte-harbor conceelion to Br1 U lh lllterelte 111 Oolollbia. 
Thle oppoeitlon caueed canceeeionairee to abandon their 
negot1at1on1. 

b. Although 'fileon•• r etueal t o recogni&e Huerta in 
Kexlco bad a purel7 i dealietic origin, the desire t o ·~­
elude British intereete who• Huerta wee believed to favor 
probabl7 dld eome tblng to et1!ten tbe eucceaetul oppoei­
tion to Huerta. 

c. In 1915 the United States Ada i nietratlon retueed to 
con!ira an ell conoeeelon i n Baltl which had been approved 
b7 the local govem•ent. 

d, !he StQte DepartMnt urpd a Coeta Rican Govern .. Dt 
to cancel conoeeelone granted b7 t he prevloue go .. rn .. nt 
when the onl7 conceeei on ln queetion wae a Br1t1eb ell 
conceelicn. 

2. 'f1leon diaavowed the principle o! revenue control• ln 
1913 when be retueed t o encourage Allerlcan banker•' part1-
c1pat1on 111 a coneorUua loan to China becauN be wae die­
inclined to accept reepone1b111t7 tor protectlns it. However, 
later hle adalnletrat lon placed le11 e.pbaeie on admlnietra­
t 1ve independence or borrowers and more e•pbaeie on the ee­
cur1t7 or loane. In thle regard there 118.7 be noted the ettert 
aade during the 'fileon Adaln1etrat1on to extend cueto•• con­
trol t o full revenue control 1n Ba1 U, Doa1111can Republic ancl 
Nicaragua, ae well ae the eeourlng ot cuetoae control 111 
Haiti in 1915, eetting up ot a111tar7 governaen1: ln the 
Doain1oan Republic in 1916, and the favoring ot .&Mrlcan 
banltere' participation in the coneort1wa loan negotiation• 
t or China ln 1917. 

3. !he 'flleon Adaln1e1:raUon proMeted 1ll the ueual ta8Jl1oa 
aga1net dieor1alnatol'7 or oontteoator7 eocnoalc pollolee 
adopted b7 the Kexloan Governaen1:, 

Regraded Unclassified



-16-

11-. The W1leoa •d••aleV.Uoa la 1917 ope~ 1114loa'-4 H 
Ecuador 1 u power to w1 1:hhol4 appoo.al troa AM1'1eaa prl­
n.te loan• to the l!cnaator GoYeraMat un:W11 1t Mt Ul 
obl1gat1one to an Aler1oan-owne4 oo~BJ· 

5· The W1leon Ada1n1etrat1oa 111 urflng Aaerloan latere•'• 
to aoqulre re .. 1n1ng control ot Rat onal Bank ot Ba1t1 wae 
oont1nu1ng the pallor ot thepreYloue a481n1etrat1oa. 

6. In Cuban-A!Ierloan relatione the W1leon reprueatatlYee 
exeroleed the ueual ~ere aeeUMd bf the United Statee 
under the Platt AaendMnt. 
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su~~~Mry or the Foreign Eoonollic Policy or the 
Harding- Coolidge-Hoo•er Adainietre tion 

1. Under these administrations independence or borrower• 
was still held secondary to security or American priYate 
lo~tns a.nd invest raenta. The Coolidge statement that • the 
person llnd property or a citi~en are a part or the general 
domain or the nation, even when abroad" illustrates the 
sweeping claims to the power or protection and the low 
s i gn i ficance attached to the c oncept or eovereignity or 
debt or countries. 

The evacuation treaty with the Dominican Republic con­
tinued customs controls, recei•ershipe in Haiti and Nicaragua 
con t inued , and salvador accepted a customs control arrange­
sent wi th a retunding loan in 1923. The sta te Department 
was less directly involved in the Salvador negotiations than 
in simibr arrangements under previou s administrations . 

2. Under Harding the State Department asked American banker• 
to keep it informed or proJected r ora i gn loans so that it 
might have an opportunity t o obJect should it care to do so. 
It should be noted, however, that the state Department did 
no t require American bankers to consult it, did not undertake 
t o pass on meri t s or roreign loans as business transactions, 
di d not assume responsibility thererrom. The aim was merely 
to be allowed to voice obJe ction in the light or possible 
national interests involYed. 

Secretary or Co!Llerce Boo.er recoaa~eoded that American 
capital should not be uaed t o r i nance roreign raw material 
monopolies and succeeded in dlsoouraging American banking 
partici pation in such rinanoing in some ins t a nces. 

~. support or Republicans who had previously opposed the 
treaty with Colombia which aimed to make amends tor the 

92 

Panama incident ot 1903 was thrown to approYal ot the trea ty 
in the United States Sena te in 1921. The entrance ot the 
oil-concession question in Colombia coincided with t hil change. 

5. There was a continuing tendency, noted already in s everal 
previ ous administrations, tor application or State Depart-ent 
protection to be more in support ot economic rights and lese 
in obtaining security tor person• ot American citizenship. 
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1. !be ExpOrt-I~rt Bank baa tarft1ebed aoooa.otat1oae tor 
two t1J)81 or tra.neaoUona -- d1reot adnaoes aD4 gaaraataee 

with and without reoouree. 

2. It has extended ore41tl 1n oonneoUon with exporte ot 

agricultural produote to var1oue oountriee, including ooua­

trlea in default on intergovern110nta1 debte. It hae u:tell4ed 

oredita d1reotl7 to AaerioaD tirae deeiring to erport indue­

trial produote, partioularl7 heaYJ aaoh1ner7 and ra1lwar 

equipment; in the usual traneaotion the Bank hae parohaae4 

t he obliga tion or the foreign purohaeer representing up to 
50 peroent or t he ored1t extended euoh purohaaer b7 the 
~rican 1ell er. In exoept1ona1 oaees the Bank's partiol pa­

tion hal been woh higher. In s011e oases it hal aaaUIIOd a 

portion or the risk without recourse to the Aaerioan aaau­

taoturer or exporter. rri4e with aore than 20 oountr1ee hae 

been aided b7 the Banlt; the agricultural exporte -inl.7 to 

Europe, Ohina, the industrial exporte to Latin Aaerioa and 

the Far Ea1t. · 

3· It baa approyed loans t o .laerioan exporters whose work­

ing capital bas been reduced beoau11 or failure or foreign 

gove rnaen te t o proYide their own na Uona1e with 1uttioient 

exohange to enable thea t~ aeet their dollar obl1gatioae. 

Suoh advanoee are onl.7 -de against the guaraatee of the 
foreign goyernaent concerned or or a r e1ponsible toreian 

banlt or both. 

4. In addition, the Banlt hal taken OYer troa the R.r.o. and 

F.O.A. certain proaieeory notes ot the Republic ot Oh1na and 

certain Cuban debts hel.4 b7 the Bureau or Intema1 Ranaue. 

5. The Bank hal handled tour coinage progre.ae tor the 

Republic or Cuba. 

6. A loan or $25,000,000 wae aade to Ch1aa. 
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~ ..s w-• PaoU ,____, ···• -. .~eer1- a.l&tl­

..,. tal lltad.oe 

1 . Por1fir1o D1as wu tbe cliotatorial. b .. d or lltad.oo hca 18'16 to 

l9ll. DuriJic Ilia raciM AMri.can ad toreip i.llteraata MOIIHd 

larp trecte or oU, .U..-1 aDd egricultval. luda 1.11 lln1oo. B,r 

aidina torai4PI i.lltereata to aoquira boldiDc• 1.11 Vaxioo a · b,r lUk­

in& the toll~ two ob.lapa 1.11 Jluioao law, D1as prepared tbe 11117 

t or tba dUticultiaa tllat wra to !ollalrt 

a. In 1884 tbe Dias Clofti'IIUDt ahaaced the old Spen1eb law, 

untU tban appliad 1.11 Jrexioo, Wilder wbiah aub-eoU 'IIINltll 1IU 

not 1Doluded 1.11 tbe title to loDd aurtace. 'I'M -law I&W 

-lbip or eub-&>U waltll to tM -r ot tbe aurtace. 

b. In 1886 a law was onacted t'OCI.1lir1DI all landboldora to 

prow title to tbeir boldi.Dgo. 81Dco .oat aall lalldbol.clara 

bad DO legal title aDd JNGh lad WU held -1171 larp 

intereata - botb Mexican and toraip - -..ra lble to clo1a 

valuable lande wbicb bad bitberto been oonaidarad to be tala 

propartT ot otbera. 11Ddor tbe D1as nciM tba cODOODtratioll 

or lalldholdiDc incra&Md to Bllcb an atant tbet ey 1910 Mat 

ot l'llral llaxico wu included 1.11 8,000 bo1d1Dc•. Daring tbe 

Diu rociM, raletioae Witb tbe UD.itod Statoa wra ~ 

aDd 1.11 1910 a poraoDal. -t1Dg ot Tart ad Diu took plooe at 

the 1Dternationa1 boundarT U 811 axpl'O&BiOll or good foaU... 

2. In 19ll Diu wu !oroibl;r OYOrtbJ'OD b,r lladoro, a 11boral whoM 

otrangtb ··- to ba ... c- priar117 hca tbo aapport or tbo 

llcxican people. .UtiiOQII! •- wrS.tora oonted talat tbe U.r1can 

oU intoroate baokocl lladoro, oftiloble nidoDoo dooa not eloarl;r 

eubetentiata tbia contention. lladaro wae pro~~ptl;r racopillocl b,r 

the UD.ited Stataa oo ... ~. 

3. '1be ._r1can .Aabu&ador to lloxioo 11Ddor Tart - 88111'7 Lao 

WU.oo - 11 boliawd b,r - at'Odonta ot lloxioo to ba.,. aipi­

ticantl;r coatri.buted to tbe .s-tall or till Ubol'al lladoro O.W.rD­

aent. Hie appoi.llt.nt wu eta. to ta. politiaalintl- or Ilia 

brotblr, toraor S.nator JobD "· 'lrUaOil, bpllhU.o&D boll or tbe 

State or 11'ubi.Dgtoa, 1lbo wu 1.11 tus a cloM aaaolliato or ll1olllrd 

Bal:U.UC.r, ran • • t1rft S..rat&z7 ot IDtorS.•. ra tala ., • aa-
P1Dobot oontro ... rq Ba]11.-z-•1 clooo relat1011lll1p Wi\11 \be 

OaaeDbeiM ... l'lwat.d aDd it 1a -- , ~ ... , .... 1 ........ ,_ 

aotod OD bobalt of tile 0 ... bdll Dter&U. - Jlllll'ioa ~tbil 

aDd a.r1n1111 c......,. - wlliah wra 1.11 omltUot w1 tb tbe X ' ro 

illtera.U 1.11 llaioo. 
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'!be 1'ol.low11ir utt ... a~ '- _.,.,rdor WU.. en 
iJlterpretecl bT - U o.tlibGS.JIII '- tile u.tal.l at lildiii'DI 

a. Sucote!in ewnrated npona to a•1pc!m abo!\ 
intemal. 41for4trt· 

u a reeul.t of tm• reporte beri.ca &Jtlecl tar-,... 
011 P'eb1"<1&!'7 4, 1912 .ob!l11ecl oo U. llui- border, !bU 
act ot apparent AMr1o&D oppoeitioo to tile ll.clero G __ , 
eneoarapd beDclit17 &Dd upr1!1aco wit.biD lluioo. r Hate~ 

Oroseo. atapd ., uprie:iJll 1A tbe Borth &Dd Zapata ~1tecl 
ill llore1oe. 

b, Re1p1M to !unliab !1'!f to l'!b!l!• 

!hie eb&rp 1• llllppartecl liT tm foll.clor1as ~·-• 011 
llareh ~. tbe Aabeooeclor te1ocnplled 'lraoll1.actoo !or 1,000 
rit1oe and 1,000,000 eartr1clce• !or de!- ot tbe AMr1-
eo1oiQ'. CD llaroh 26, be r&q118e-.d .., odditiooa1 1,000 r1t1oe, 
1 ,ooo .N.o1d eo nice be1te, aDd 1,000,000 oartr1clce• !or 
11r. Geor,. 11'. Cook and llr. !Mnuol Beclt -.boa b& doecr1becl 
as ... &1~ and reeponeib1o Alter1oane 1A V.xioo CitT'f, .u.­
tnougb t bo Department ot State wae •die1no11ned to accecle• 
to t bo 1atter request, a 1ar10 l!b.tP"'"'t o! anu waa oent to 
tbo Awl>aendor. Oo JlaT 3, tb& llexiec Gowrmant diloonrecl 
tbat an .I!Mrican -l'D ooDduet.Ug a "11&1.1 order bu&U.ee• 
UDder tb& - at the hllpioo lwe c~ wu d.Uwr1JW 
aru to tba rob&1 Zapata. Two ot the Aabull&dor1e c10M u­
eod.atoe wore direotoro ot tbie caaefl'D - ooe at tbM boiac 
llr. Beolt, 

c, Confol'r1ng With IIDd FOO!!!'H1l!c tile z:ebe1a -.bile dieOC!!Il'M" 
w tb& !!adtro GOft!"!P!!lt• 

On P'ebJ'U&l'T 1S, 1913, the Mbueedor oallecl a -tiDI ot 
the Briti ell, O.ru.n aDd Splllliab 41)11.-te and tba 1roap clea­
gatecl the Spllllilb .:iDieter to Mit ll&dero to reeScD. !be Calla 
llinieter to llexioo 1ater wrote ot wu-• e ooaduott •... u 
I - it, then and 1ater, rttn tb& teetUoa7 o! the 8plm1lb 
111Aieter, SFOr Colog&D, &Dd tjp -roue proote wbioh bed 
been ao~tiac 111Aoe, tile flaer1c-i/ _,.. • ., wu DOt at.b&r 
tball tile oeater ot a t,. ~ ap.1Aet the Oow-' ... • 
CD ~ 20, '8'-l lleclero wu -nm-, tile ... IPrdor 
wired the ~ at state tllet •a w1olaed dMpM1a bed 
t&Ua• &Dd two bCIU'II 1ater &*-4 !or s-tNCI\1 ... •u te 
the qc,..tiGD ot rea p1 taloa at tile Pro~ Oo;ua '' -
1Aet.all.M &ad e'fiASon~ 1JI KOIU'O poed.tioa. • 
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4. AlthOUBh AabUMdor ~ &tJ'OIIll:r adrt...S the 1'1l.eoD Aclp1n.-
1atration to recoplise lluerte - who o ... rthrew 1114tro - the 1'1l.eoa 
Adm1n1etrat1on ratueed to do ao and aubMQuantl;r recalhcl .blbuMdor 
wueon. 

Ul"der Pruident lrUaon, t he -rican Gowrn.nt act1'ftl,y 1Dtar­
veMd to oauee the downtal.l or lluerte. Althousb 110M writare con­
tend thAt President 'l'illon waa acting aolel,y to protect Allarican 
i)rivate intareats, nailable evidence ••s to 1nd1cata thet 'IIU1100 
u;r have been motintad by 110re 1<1e&liatio canaidarationa. 

ThAI following uaauras wre ta1cu by t ha Uni t.c1 Sts tea oo ... rn­
Mnt to bring about the d.owntal.l o! au.rts1 

a. Retulllll o! recognition. 

In addition to withholdiDg United States recognition, the 
WUaon Adminiatration intluencad othllr Oover~WWnts to withhold 
recognition o! Huerta. On lla;r )1, 191) Ambassador l'organ wired 
!rom Brazil• "Both Argentina and Chile hllve inquired llbat ac­
tion Brazil contemplates. Brasil desires to know whllthllr or 
not the United stetas would be incommoded it the three Powers 
should recognize before the United States round it convenient 
to do so.• Secretary Bryan repliad1 •nus Government is not 
roc~)' to consider recognizing lleld.co. It is hoped the countries 
aentionad 1n 7our telegram o! Va;r )1 ma;y eee their W&7 clear to 
W1 thhold action until our cauree hes bean de termined. • On 
June 2, llorgan replied! •Acting 111nister !or Foreign Relatione 
aaeurad .. this attemOOD that Brasil would withhold recognition 
ot Y.eld.co until our courH had bean datei'II1Ded.• 

b . llegueats tor bis rasi&nation. 

In August President 1'1Uion eent a confidential representati'"' 
to ~ down conditions to Huerta, calling tor his resignation, 
and •an earl)' and !rea eleotion• 1n which al.l parties ware to 
participate but 1n which Huerta was not to ba a candidate and 
by tbe result or which all parties agreed to abida . 

o. 'lbreaten1ng statements. 

On llcnlllber 24, 1914, tha United Statu ao...,._t sent a 
nota to al.l gowl'lll&nts or tha world eta tin& • •• • tha present 
poll~ ot tha Oonrn.nt or the United Ststee 1a to isolate 
General Huerta entirel)'J to cut h1a ott troa torai8D ~ 
and aid and trc. .SC..stic credit, llba ther aoral or -.r1a1, 
and to roroa h1a out . 
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"'\ bopel 8114 lleUftu *' s..latila'dllMI J'SIII 
t~JU _. _. 111a1.1 ..s.' * .....tu • .._, ~ • 
SJ!pa\S.... U 0IIIN1 3 • diN M rftiN 1ir f ... fl 

~· u wm •- tale M7 fit-. 'Did.tl4 a••• 
to ... 1.111 pllllt.1 - " pR Ida - •••• D*r ..... 
ill a:lallar w1JI - 1111\ \o 1tblr 0..: \1 fill till ..U. 

d. ·nvw •= •r!• It !1M r ••· 
OD A~~~Ut 14, 1913 1111 1fDitl4 Btlte• Ooft...-t tm tr -. 

aporlrUco ot _. to llgtoo. Oil Prbraa17 3, 1914, n. vp­

r181Dp"'" ooC111"1'111C, till a~ fllbuolo ar ........ ._ 

Carraua war I'IOOf!DUrd Oil October 191 19151 tba rabup­

anta rll1~t• to llexioo ar nnorrd. 

•· Military torot• 

OD April 14, 1914 Srorrtal7 ot tbr .. ..,. llrJd.Blr erdarrd 

t.be Atluti.o n..t, with tbr 1'1rrt ~t ot lfc'i.Mr, 1Ato 

Vui- •tere. OD AprU 20, Pr .. ident 'lfUeoa appeared be­

torr a j oint 1111ioa of Colllrra•• ud aak1ld approft1 •to -

the ~ toroee of tba 1111.1tecl stater• 1D lfa:ioo. Oil April 21, 

AMriO&Il ~ foroar ,......, ad oapturrd Vera cna ud 111114 

it. tmtU after S.rta r .. iplld. 

S. 0D AQ~V.et 221 1914, Carraua 11t hiallelt 'IIJI u ohiet UIIOiltiW 

ot llexico. Oil October 19, 1915, 1M Old.tld Stlt81 Gow~t patrd 

bill rrcOf!Diti.OD IIZid rr.tared tbr ..t1erp 011 111'1111 llbi~ to llaioo. 

In tlnae eapporllllc C&rraBI the Wll- Acta1n1 ftl'lti.CII pw ita IIOI'al 

auppcn t to a llniND Oowu-' fti.oh _, to t*• etepr i.aja.r1R8 to 

AMr:l.oa iaterrne 1a llaioo. It 11 to br obllrwd, b-"'• u.at 

1lben the Oarrasa Ooft .... t - -~ ar-.r blillc reoop1Hcl b.r 
the tlllited Stater - cleol.arrd all aotr ot hlrta autboritiee to br 

nun ud '1"014, Srontrl7 T•rnr d -..s \bat .-~t deol.arat1a 

•aboul.d. DOt br appUed to AMrJ.ND oitillar who aoqu1rrd ti.Wlar 

illterret ••• dv1Ds tbr hlrta rqiM.• 

In 1916 1fUeoa -t AMr10111 troope 'IDler Oe111ra1 hrrti1Dc \o 

\17 to oaptare 't'Ula 1A 'Medii. !bU aotiOil Oil tbr par\ ot tile 

•r1oa Oow~ - &A&LW~ dw to 't'Ula1r raidr 1A\o U. 

tlllited Stater IIZid aa DOt difto~ rrlaW to tba J!ra$11tlaa fit 

•r1oa prJ....te iatenrtl 1.a 11p1oo. 

lD 1917 tile Can M Oo ... uw--111\ rdapMd a - -'ltaia, 

Artiol.l :t1 ot wtd.-'l ;uwliih 
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"The CJII'Dertlbip o! laoda aDd -tera • • • ia 'Net.cl or~ in 
the nat \.en, 'IIIlich ••• hu the 1'18ht to tranait title thertlto to 
priY&te persona, thert1'b7 oreati.Qg priTate propert7 •• • 

98 

•'lha lfatico llball haw at all twa the J1..!bt to iJipoM "PPOl 
print& propert,- 8UCh reatrioticoa as the public interest_,. require, 
aa well as the right to reBUlate the d8'Nlo~t o! natural reeouro .. 
• • • 1n order to eoneerYe aDd equitabl;r distribute the public wealth, •• 

"ln the nation ia wated direct ...merabip o! all minerals or & h­
atances (in tl>e subsoil) dolid mineral !uela, petroleum, and all 
eydro-carbons - solid 1 liquid or gaeeoua •• , 

"The ownership o! the nation is inalienable ••• Conceseion shall 
be granted to priTate parties or ••• corporations organized under the 
lewa o! J:exico, onl,- on condition that eaid resources be reBUlarl,­
deTelopad, and on the further conditicm that the legal prOTiaiona 
be observed . 

"Legal capacity to acquire ...mership a ball he governed 1>7 the 
f ollowing provisions• 

"'nl,- llexicans by birth or naturalization and Mexican companies 
have tt.. right to acquire OWMrsbip in lands, waters, and their •P­
purtenances, or to obtain concessions to develop mines , watara, or 
ad.neral !uela in the Republic o! llexico. Tl» Nation aa:r grant tl>e 
eue right ·to toreigllAtra, provided the,- qr .. before the Dapar~nt 
ot Foreign Relations to be considered ~e&Da in respect to such 
propert,-, and accordinslT not to inTolce the protectico o! their 
Gon.nm~~~nta in respect to the - , under penalt,-, in caee ot breach, 
ot forfeiture to tl1e Nat icc ot propert,- so acquired ... • 

The United States GoveraMnt tiled ntJMrous protests against 
t hese provisions and laws baaed upon provisions ot the Constitution 
ot 1917. 

In 1919-1920 a S«>ate Sub-canmittae inTestigated llexican lttaira. 
Tbe cOC!IId. ttae rec01111811ded that no l!exican Goftn>Mnt be recognised 
unless it exempted Allaricans trca certain proTiaicoa o! Articles ) , 
27, )) and 1)0 ot the Conatitutico o! 1917. It further reco...,.,ed 
that it the llexican &Oft~t refUNd to accede to theM conditi<Da 
and had not attar due warni.Qga "restored order and peace ... lind at­
tectiftl,- extended protection to our citisena ... a police force oon­
aiati.Qg o! naTal aDd aili te.ry forces ot our gOT&...-nt" be sent to 
llexico. 
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6. Ill 1920 tbe can • a- •'- --... _. Gbacc• -
.-....1 ott1oe Oil Dill IIIII' 1. OD ,_ 11 1921,_ U.lii:J&i' • fll 
State 1111110-.4 tbd U -.ld DK N I phe U. Obi a- Qoww ' Wile•• u ~ 1A .... _ •• ,......, ~ -l'l- l'lala'­
•aga1Jlst contiacat10D1 • 

In 19::0 a coaterwaoe wu beld to 41Mue U.l'lwr Yrl- dU­
ficult iea. '!be UD1ted Statae a lla1can Ooft~• 1lllft Noll~ 
reaeotad b)" two cCIIIIileiODere md an ac--' .. l'llacbed caaoel'llillc 
lltxico•e oil pollc7 and tbe •tbod of~-' to U.l'lcan _.,.tor 
landa t alcln by tile lfexl.can Gown.nt. 8borllJ mer tbe cl- ~ 
tbio conference recopition wu ext&Dded by tbe UD1ted St&tae to Ibn 
Obregon IIOftn.ent, and 1A Daoaller tbe CooJ1dp A<ioliJJUt...tiaa acnad 
to eell aru to Obregon to cable Ida to rappre1e a rnaU. lo kn 
ware enacted b)" tbe Obrecoo act.1met...t10D puttiac into affaot prowt­
l icaa of tbe Conat1tat1ca cOD!Ueti.ng witb ADal'lcan 1Ataren. 1A llnioo. 

7. Cellae becae pNaidant of Xead.co Dao.ber 1, 1924. 

On Decnber 31, 1925 a lD wu enacted ccooPill.iJis all -I'll ~ 
p.trollua pr0p8rt1ea to NJ!etar their holding• and to applJ no\ 
liter tlwl DeCDber 31, 1926, for SO ,aar nploitat10D -ceee101l81 to be granted rlth011t coat. It wae declared that failure to do 110 
wonld not mean coof1eoation of tba land, nor would ocaceeaiODI be 
granted to AII1"DD but tbl -re of tbe aurfaca. Cc.pliaace with 
the 1n wu a PI'III'IICIDieita to tbe vaotiac or clr1lliac a OPII'II'­
PI,..ita. Twnt7- or 147 Pltrcle1a cc.pemaa OPirltiac in lla1oo 
r.tllaad to c~ witb tllia law. 

In additiOD to Mt1nc fO!Wal. prutaeta, tbl State Dapart;.nt ra­
eorted to the tol.l.owill( •anra• to bring pNenre to bear ca tba 
V.xican Go,.~ta 

a. On J- 12, 1925 Secret&rJ of State lel.lou P'" to tbe 
preee a nota on lfexl.co in wbicb be et&tedo 

• ••• It will be raMIIberad that ... entarad into lR cla1a 
ccmantione with hxioo IDler wbicb joint cla1a -'111-
... 1'11 appointed to adjut clma8 or AMricu oi\1- for prop­
erties 1llapl.lJ ta1ca b7 Jltxico end fflr iDjool'l .. to Aal'l­
citbene or tbair r~h ... oar Nlaticaa ~ tbe Gotti t 
aN fri.endlJ, bat •...nbela• COIIII.1t1ou Al'll liCit ut1nlJ 
aat1.tacto17 IIDd ... aN l.C"*inc to IIDd npaet t11n llaican 
Go...~nt to Netora )rOIIIrtiaa illa~ tu• md to s­
"-"1t7 U.ricaD oitilana. 

• ••• I blmo - atatanenta pab11abed 1A tba preaa tbato 
motblr rnol.V.t1011U7 wo-a\ a.7 be inllaadill( in llaioo ... 
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_,_ 
• ••• it aaald be -. o1eazo *' w.. ~ 1IU1 _ 

t:I.D• to MippOI'\ .... a-n.~~~& ia ~ ~ 110 ,.. .. l' 
protect• Pu'i- :U.w• Uld a-n- a r z'1•• witla 
ita :I.Dtemati~ .............. obls.U.. •••• 

b , On 11-ber lS, 1926, '-lawat S.OZ.'-17 of Stata ~ 
Olde called :I.D NJIN-tauwa of tbe .a.-taw PN•, llld.W 
!'Nee and tbe Intarnats.-1 .... s.m_.,., tall.iJtc til-. tlat z. 
lationa betooten tha llld.tad Stataa and lluioo lad necbecl a 
acute etage and that tbe Stata Deparialllt wu ~ carta:I.D 
that a wano .bond ot ~VJ~P&tb7, u DOt aotul. Wldarat.end1nc• n.­
ieted batnen l!ax1co C1t7 and llo-, .,d t.bat a ••ta.t,y atrNa 
ot BoUbe..Ut prop~&anda• bad bean tiltarinc troa llexico do.~ 
through Central Pu'ica, aiaod at propef't7 ~ta -..1 clea1pecl 
to underadna Soc1at7 and ao..m.nt aa now ccartitutad.• Be 
aalced that this picture be preeantad to tiM AMrioa pecpl.e IIDd 
suggested tb&t "Vaxican and Bolabniat ~ iD c .. tral. 
...,rica lllight be said to be Mno&Cl..Qg our ccatrol of tbe ,_ 
Canal. • 

From 1925 to 1927 tbe Unitad Stataa GOYanlMDt wu ccau­
al.ly negotia tl..Qg w1 th tba llaxican GoYen..nt ca behalf ot 
ltmeriean prhate :I.Dtareate in llerlco. In 1927 Doigbt Morrow 
wu sent to Mexico and in D-bar ot that ,_ar tbe IE&rlcan 
Congreee paeead a lew doing aa,y with the prorieica tor 50 ,_ar 
conoeeeiollll and pl'O'I'iding tor caooeaeione ot indetinite 18ngth. 
Mbuaador llorrow cleolarad tbe new coD~M .. icaa to be preot1-
cal.ly a cont1noat1oo ot old titlee, 

!00 

8, Both tba callea and Carclenae AcP1n1 atratiOGe tol.l.ond the pol.iq 
ot expropriating lerp landbold1Jig11 ot both llexic- and toreipera 
for the parpoea ot returninc tbe lend to the lluican people. 

9. Under tbe Cardenae AdainiatretiOG a lebor atruggle led to u.­
propr1at1on ot American and Br1tia oU propartiu in llerlco, Oil 
Nowlllber 3, 1936 tbe S7nd1cata ot PatroleUII Workere eubmittad de­
llande tor nge increuaa with 'llbicb the oe~~p&niel retueed to~. 
On appeal of I'Neident Cardenaa, a cOGta~• waa IMld be-.u 'lftnbre 
and oU rep-ea•tat1Yea leetinc trc. n.-ber 1936 to llq 2S, 1937, 
bot no agre-ut wu reached. On llq 27, tbe worker• ati"'ICC< and GD 
JIUI& 7 tbe 57Ddioata agreed to eabmt the .u.pate to the Labor Boerd 
•• a ccatlict ot •...-<o order". Attar iaftet4d1ca• b)' ite 
c-sttae of exparta, the Lellor lla&rd 011 11111 tar 18, 1937 rn­
.ndad increuea iD ...,.. and utennw waltan baDetita. oa Daoaber 
28, the o1l c""'p"n'••· tiled a patitiGD tor 1D,1ao\1GD with the llnl-
Supr- Court apiuat the no ~•t1011e ot the Labor Board, 0111 
llerob 1, 1938, tbe s..,._ court dala4 tbe in~t1oo 111111 -t~D~e4 
tbe Labor Bo8l'd iaita 1'1ndinge. !be 17 o1l oa.peal.a• tb.a 1 ..... 
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•• ~t deol.ari.lil ~-~ "tbeSJ' ••b:111t;J te CICIIIII1I' -- -alt.tred ~ tlldq

1
11 'IIINS.n• ... - ~ ...,. - ...... -. lfarcll 71 Utile deedl.SM fflr I C 1M I wl\11 1M -.do ... tiiU 

bo1lr pueed witbout .. - -the'*"~, .. cd1 c '4 , • • , .. Gcmo,..nt, act.UII oa petit.S.oa or tile ~ • ..a.rped tile .... poraUOD' • baDic depoeta 1a -' •MBRI7 to ..-~ da1'o 
1ag the atril<a (~ 193'7) bat_,. DO tvu..r - · I'Niddln CardeiiU contarrecl wS.tb the cd.l o~•• 1a aa •-..r.l. •"-lit to work out a eo1utl.oa, On llaroh 14, tile Labor !loud nrDad t• ccapeniaa that t'-7 llllllt aooapt tba rec c dati.Oil ~ the toll.ftiJw ciiQ". On that data tbe <'ORP'"'•• t~ e4rtaad tlla Boud that they wre unable to ~. On Marcil 11, t11a lloud, 1a re~ to 
union d.-Me, claolared tlla labor oontrut baW..n o....,.... • • aJid the worlaaen brokn, .ald.Dc tba tozwr li.abla under tba Labar x­tor diaoiaaal •ace• to all tllair e.plo7M•• b a ce~~~aaq•-, Wlioo l.ead.ro ordaN4 wart euiiJIIIIIII*I Clll "'""'sht ~ tbat data .ad that eft!Wig (Jiarcb 18, 1938) Cardaou ieraed a dacrea 6Xptopi1at-
11lg tba propertiee ot the oil oompaniee, <nw daorea atatae tbat pe;vunt tor tba properti .. ia to ba ucla wi~bio ten Jall'lo 

• On llarcb 27, 1938 tba Saorat&J7 ot tba IJDitad Stetae 'lrwc:uat eno0110cad tbat aODtblJ parcba11e ot lle:d.can eil.,.r woold ba clia­contiDued attar April 1 . 

On llarcll 30 Saoreta17 llull 1.-d • public eta~t, raco.,..., .. ,. tbe right ot t• lla:d.cau Oo'ftrment •to c.rpropri.ata propertia• ~ in ita jur18d1ctioo• but pointinc out tbat"in acoord&Doa with ..,.17 principle ot intamational law ... tba properties ot ita natiooal.-ao expropriat.d are requ1racl to p paid tor b:r caopaa•ti.OD rapN81nt­in& !air, aeeured, and et1'aot1.,. ftlaa to tba na tl.ooal.- troa 'llba tbe• propertia• are t&kaa•. 

Oo J'lllJ" 21, Saorat&J7 llull, in a note to the Veld.- ao..-t wbicb apllc1t4 ratarrecl ool.7 to prior~ upaopriats-, contandacl that c.rpropriatioa -ooORP'Diad b7 prce~pt am adaqu.tta 
P'O'MDt wae •oontraJ7 to tbl aooaptad prutio .. ot intal'D&tiooal lew• and propoaad arld.tratioo ot tile q..,.atiOD ..,..tbar tban baa 
bean coapl1aoce b7 1be Oow-' ot J!a:d.oc with t• nla ~­peoeatiOD u praiiOI'ibad b:r intaroati~ ,._. in tba - ot .._1'1_ lmlo liaMd ein01 1927. 
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Appendix II 

aackeround and Sisnificant Facta Perta1n1n& to American Relatione 
with Cuba 

1. a,. Joint Resolution ot April 20, 1898, the .._rican COIIQess au­
tllorited the use ot lll111tar,- force to et!ect Spanieh withdrawal trc. 
CUba and declared that Cuba should be independent. The Treaty ot 
Paris {April 11, 1899) terminated Spanish sovere1&nt7 over Cuba and 
caae the United States t emporal')' trostee . The United States estab­
lished a t emporary military eovernment in Cuba immediatel;r !ollawine 
cessation o! hostilities. The militar;r government was under tbe di­
rection of the United States Department of 'Jar, 

In liarch 1.899 Conuees pa.ssed the Foraker Amendment to the 1.1111-
tar;r Appropriations Bill providing tbat no t ranehises or concessions 

lOI 

were to be granted b7 the United States during ita occupation of Cuba. 
It was subsequentJ.y ruled that this ar-'>ndl:lent did oot cover mi ning 
cl aics , not prevent the conat:nlction o! a railroad on purchased propert;r, 
nor prevent cancellation ot old franchisee, nor preclude the grant ot 
a ten-;rear monopol;r to the Jai Alai Company. 

2. The United States lll111tary gove1n11ent called a constitutional con­
vention which met in November , 1900. On February 21 , 1901 a Constitu­
tion was adopted leavinc tha nature o! Cuban-American r el.ations un­
specified. To remedy this ai t uation, Congress passed the Platt Al:lend­
.ent to the J.r:r,y Appropr iation Bill, approved llarch 2 , 1901, outJ.inin& 
the tenns under llhich withdrawal o! .A=rican t.roope might. be authorized . 
i"his &ee"""l'rtt specified that the Cuban Constitution was to contain 
,ro"lisions specif)ing , a::on& other thincs, that Cuba could not make 
c01o1pacts with foreign powers iltpairin8 its independence and that tbe 
Lnited .. tates mignt intervene to preserve Cuban independence or to 
~rotoct life , p roperty and liberty on the island. The Constitutional 
Convention rejected the amendment and sent a Ca!urd.asion to lfashington. 
On Lay 28, 1901 the Convention accepted the Pl att Amendlnent but added 
its own interpretation. The Onited States Oovornment refused to ac­
ce,>t i t in this !om and on June 12, 1901 the Convention adopted the 
Amendment as passed by the United States Congress . It was made an ap­
pendix t o the Constitution and was included in a peoanent treat)' be­
~ween the United States .nd Cuba. On llay 20, 1902 tbe Aroerican ll.ilitacy 
rovemooent was tenllinated. 

3 . In 1903 Congress approved a Reciprocit;r Treaty between the United 
~tetes and Cuba, givin& Cuban products, includiog sugar and tobacco, a 
20 percent reduction fran American tariff rates and American products 
a 20 to 40 percent reduction !rem Cuban rates. 

A Reciprocity Treat;r haa been urged earlier b;r Roosevelt, Root, 
and Tlood , but the dOillestio beet. and cane sugar producers h..:! united 
to oppose the measure . It wu felt the ~~easure wculd benefit primar117 
the docestie refiners. 'lhen tha possibility of cloaar trade relatione 

Regraded Unclassified



-2-

between Cuba and Europe , .. pea~ Great Dr1ta1n, aroee, Roo-lt 

sent Colonel Slina to Ha- to nqotiate. .t. Reoiprooit:r Treaty wu 
signed Decnber 11, 1902, Congressional appronl - n.o.~>er 17, 

190). 

4. the presidential ela~ione or 1905 oocuioned the second ll1li ta r:r 
intervention of the United Statu. Cuba ' s firet Preeidant, Estrada 

PalJoa, a lloderate, was elected to succeed biJualf, after the Liber al& 

bad stayed PaT from botb priaary and final. ele~iana. Prior to the 

elections, numerous local officials bad bean d iemieMCI and replaced 

by t!oderates, and the final. regietey of voters was alleged to contain 

thou.sande of fraudulent names . Estnda Palma took office for hie 

eacond tena lla.y :iO, 1906. Revolt br olal out Al.J8Uat 16, 1906. On 

Septelllber 8 , 1906, Steinhart, u. S. Coneul General. in Cuba, telegraphed 

the st ate Deplrtmant in Washington that President Palma bad requested 

war vassals; this was followed by -ral sia1l.ar meaaaaas. Tiro war 

ships were sent, arrivin;: Sep~ber 12. Tatt and Bacon were sent to 

Havana to negotiat e , arriving September 19 . Their proposals wre re­

jected by Estrada Palma who then resigned , together witb the Vice 

President and Cabinet, on Sep~r 281 1906. Thereupon the l.!oderatea 

decided to st&¥ ~ from Coagrese which was then without a quoraa. 

Cuba hed no government. On September 29, 1906 Taft published a pro­

clamation estebliabing a Proviaional Go'Nr~D~~nt under the control of 

the United states. 

l!agoon, an American, became governor on October 13, 1906. Under 

his Administration Cuban government expenditures increaead heavily. 

Public worka, especial.l,y roads, were built on a big acale . Alllerican 

firms obtained contracts for large public worlce projects in ll&'t'&lla and 

Cienfuegoe, and toward the e nd of the Jdmin1strat1on contracts ware 

awarded to JJilllrican firme on proj ects to be completed after the American 

Govs..._nt bad terminated. ll~ of theea were abrogated in 1909 b:r the 

Gomez Adminietration. I t is cl~d that jobs were created to -t 

patroll8te demands . Amone the achiev-nts of the ltagoon Administra­

tion were changes in tbe law governillg elections and a census to enu-

.. rate the votere . Presidential elect i ons ware bald in 1908 and ware 

won by Gomer. and Zay-as , Liberal.& . In 1909 t he United States withdraw 

i t a Prov1e1onal. Oo?ernaent. 

S. In Sapte:bar of 1911 a Cuban nterene organization •de et~U~& 

pronounce~DSnta against ot ficeboldere who bad bean Spenieh ll)"llql&thir.ere. 

the poeeibUit)- of another rnolution arose. nwn on January 17, 1912, 

Secret&J:y ICnax infomed the C'Gblll g~n.ent that the United Statae 

wea concerned and intaatad tha t Cuba 0111ht to prewent <WtelopMIIIta 

t bat might compel the United States to talal maeurae. thereupoa the 

veterans• organiutiOD reached en agraamnt with the g~naent wbarel:lr 

t he ~ against offieaboldare oauad. 

l GJ 
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Oil V~ch ~~ 1912 tile State lleparilllat. -t. iiUit.NOti.CIIIII to 

l.liniewr Blaupra to prnwat. aoU011 oa a propo11d llrit.~b Ni11111J 
(Nunita...Calibaran) -•81011 1lmllnac a Ollblln ftbaidT, Later 
it deftloped tbat the propoaed aube~ waa to 10 to Ul inwmaUoaal 
aroup, including aaae .Ameri-, Uld that. the real prot.eet. againat. 
the aubaid)' had ariean tl'OII tlw Britt~ Oubau Central Ra.i.lniTo 
The Br1t1eh prot.aet abated 1lbaD it wae amounoad that. the loa would 
be noated iD London ADd tha State Dapartaent. dropped it.a objaotioaa. 

Though OaMr. bad announced hie intant.iooa not to reeort. to a 
loan, a loUI of $16,500,000 wu placed wi!h S~r and Cc:.piiii,T in 
June 1912 to continlle the swage ADd pana, pro,_ote in Haftlla ADd 
tha aenge Uld aquduct pro,_ot.a in CanflleJOa ~ bad bean autbor­
ised b.r li!agOCil . 

J.n additi~ loan to continlle warlc on the ~iantuagoe 
project ba~ necassa17 iD 1914, during lienocal.' a edl!1n1 etration, 
when a $10,000,000 loan was cootracted tor with J , P, Uorgan and 
Com~. 

6. Oil llq 20, 1912, a negro 1n.Burreot1on aro•. It ie ~tiuil 
alleged tbat the 1neurrect1on wae inetigatad b)' Ocear. or that the o~ 
ject of tbe rnolution wu American intarftntion. Oil lla;r 25, 1912, 
t he United Stetee not1t1ed Cuba that troope would ba landed 1t the 
Cuban aovemaant tailed to proteot American line and property, and 
at the end ot lo!q marines ware actuall;r put on ebora at Daiquiri to 
protect property of tlw Spanillb American Iroo C~, Several dqa 
later troope were stationed at n Cobra to prowot copper ldnaa and 
at euaar llilla. In reaponee to a cable troa Ji1nietar S.aupra, battla­
ehipe ware or.Mred to Ha-.ana, 

Oil IUM 6, 1912, Ji1niatar S.aupra cabled Wuhingtoo tbat Cuba 
aigbt need Iunde tor lltlppl"&saiJig t1w ra'fOlt and tba t th1a ai8bt. ba 
an opportunit;r tor i.apoeing ..,. tiacal CCDtrol . Th1a did oot ... ,_ 
tuate and when Cuba later found it necaeMr7 to borrow tor otbar 
reaaona 1n 1913-14 no fiscal control wu iJipoaed, 

7. Oil J\ID& 18, 1912, o ... r. gave toraat privilapa and public landa 
iD the 7.apata S-...mp to the COIIIJ)&Dia Agrioultora de Zapata, Tharaupon 
llinister e.aupra reported to Waahington, co JolT S, 1912, that ftluabla 
tiabar landa ware bainc gi-..n UlftT and aaked tor inatrucUODa to ob,.ot 
to the conoaaaion. Sacratar;r lCncat raaponded JulT 17, 1912 with 1D­
etruct1ona to coovq to the Cuban Oow..-nt. tile diaawzoftl ot the 
United States, Upon inweticaticm, it waa diaoo•ared tbat. a .a-rica 
contraotor 11.-d I- P, m..pioa wu intara.W in tba -aaioe 
and agant.a ot the llnited statea ~ zeponed tbat the tillber 
in tlw nap wu ralatiftl:r ftl-.l.e.. . Ulti.aatel,T, the State ~ 
aent w1 tbdrw ita objeot.iCIIIII. 

lO.f 
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8. lD Fabl"D&l'T 1911 ta. Drldc1JII Conoaaaioa wu puted ta. Part. 
C<apt.a;T of CW.. '1M -paqr _. to 1apt ~• a o-.r ot barbora &ad 
maintai.D the 1n ntva tor wbi.ch pert daee wan to ba ua:lpad to 
1t. Tba caotraet tor tbe 'IIIOrtl: wu 1et to U. T. L. RoutaD CCIIIt.raot-
1111 CCI:!Jl&IV', in winch T. L. lloutoa aDd llorua B. Dana wra iater­
eetecl, and the tiJl&Dc~ waa arraaced bT U. Tnaet C ..., 10 of cw., 
of which Dane was GaiWral llanapr. !be coapaqr 1-.d boDda to U. 
extent ot $'71000,000, ot which t6,ooo,ooo wan talcen b7 Sper11JII IIDd 
Company and ortared in London. Shares were 11-d to tile promoter&. 

On June 231 1911 the Ullited Statee dall:nnd' a protest to the 
~'Uban llinister against the acheme aDd requested that tha projeot be 
revised. A year 1ater the State Departaent criticised the em- u 
in eont11ct with tbe Platt .-.ndllent and tor t ail.in& to pro'fida tor 
teraination of the conc .. eiCII at u equiteb1e nl:aatiCII . TbernpoD 

Gc.es ieBUed a deena 1.'.-;r 121 1913, with the approft). of the United 
States, pronding that Cuba Jli&ht te.-.iJ>ate the coacaeeiCII bT purchue 
of outetendi~W etock at a Talue to be fixed b7 a board on wbich tbe 
United Statae was repreaanted. 

Shortly thereafter llanoca1 caae iJlto power. On June 181 1913 be 
cancelled the ll~ l2 arrarc&ent and on Auguat 4, 19l3 he cancelled 
all rights ot the Porta COIIJ)ID7. The United States •de etJ'OII8 rap­
resentat 1011s to Cuba, cla1•1~~& tba action was tantamount to 'fio1ation 
ot the P1att AMndiDent . llenoeal then endoread ind811D.itieatioa of tba 
bondholders, onoa on »arch 18, 1915 hatore a 1agie1atiTa comdttae aDd 
agaiJl on June 21, 1916 in a epacial Meaaga to Corcrees. lleaDibil.a, 
both United Statee and Cuba had entered tba 1'orld War. llorun B. 
Oms had hac~ financial aciTiaar to the TreUWT DepartaDt in 
1'aah1"&ton, on al1iad loans. Cuba was interested in a $1510001000 
1oan t or 1fllJ' purpo11es. 011 April 3, 1918, lleaocal ieaued a deena 
authorising the axchan&a ot $7,000,000 ot 5 peroent Cuban TreUV7 
bonds tor the ~ lllllOUDt of boade ot the Porta COiipUO'. .at tha ._ 
time the aaaats or the OCIIIp8IQ' wre returned to i t . That - IIOIIth 
Cuba raceiTeci her war loea of $15,000,000 t r011 the United Stetee. 

9. 'lbe Praeid.,tial a1eotione or llowabar, 1916 bainG lleaocal. aDd 
~· -..ra eo ho\JT con teatod that •- of tha raturna wn thrown 01& 
aa traudul.ant IIDd ..., a1aotiona ordered iJl - dietriote. Lihera1a 
claUad they had been dapriftd of a rlotorJ' bT sow~ chi_.Z7• 
P.e>Qlt broke out in Fabruar7. 'l'itb tbe CllltbrMk of the rebe]Hcw, 

the Uni tad States datini tel,y al1ied 1 tea1t CD~ ride of U. lfeooa1 
regille end iaaued eteta.ota iad1oati"& ita oppoa1 t1aa to 1he r&T01t. 
Amerieu war Taaee1s wre atationad at S8Dt1aco, troope wre l •w!ed 
there and at Ouantanao aDd wre eant to pointe 'Iibera s..portaat .IMrioaa 
properties ware tbqht to he threataned. Tba rewl.\ wu TirtullT 
hrokea b7 the captara of a-s aarl,r in llaroh. s~ a1aot1cea 
wre held in Fabrur7 &lid AprU. Liberal& ucla DO .tto.pt to parti-­
cipate. Ia the Saute Clan aleetiGD 110ra wtu ware out tor U. 
Coaeanatiwa u- tbn. wan rac1fteNd wtan. n. a1a.Uca ot 
l!eDOC&J. tor a au allll t1an1 _. Uiu ocaftz...s _. he -4 otf'1• ca 
llq 20, 1917. 
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10. cuba ent.red the 'forlcl War sbortl,y after the Unit.d Stat.• ...s 
during the war period adopt.d ~ ot the war ••1111He inaugurat.d in 
the United States . Manocal retaiJiacl the ntraordinlr7 powre grant.d 
b.illl in cQIIeeqwmce of the Februaz,- rewlutioo and ot the deolaratioo 
o! war and thus ,....,, ... d a v1rtua1 dictator to tba end of bia rula. 

I n 1917 he asked the United States to sene! troope to CUba to pre'Nftt 
damage by r~lution to much needed sucar, 'l'roops ware MOt to 
Oriente and to C~ and were not witbdran till 1922. 

Cuba naturally bac- involnd in the sugar control sc~ in­
augurated during the war period. The Int.mational Supr COIIIIIIittee 
bad f ixed a price of 4.6 centa per pound tor Cuban sugar, to wbicb 
the Cuban producers were not at first w1ll1ng to ~·· Then a nour 
shortage dneloped in Cuba, Food carsoea traa the Unitad States ,.re 
delayed in abi~ent 81ld proper llcenees could not be obtained traa 
Vleabington officials. Finally in January 1918 contract$ were ai&ned 
bf Cuban representati '"'s, appropriate decrees ware issued in Havana, 
anc1 tull allotments ot tood and other supplies mend to Cuba. 

11. Long bafore l:e nocal 1 a eeconcl t.rm waa up, there were t'UIObl.iJl«a 
about the forthcoming election, Upon the in'llitation ot both Conaern­
tivcs and Liberals, General cro'lllier cama to Cuba in llarcb 1919 to ae-

:os 

aiet in drawing up an election law which, when t~ framed, placed 
sreat reliance upon t he judiciary. In August 1920 the Liberals threatened 
to stay Pf.7 !rom the polls, ~reupon the United States announced t.l'a t 
it would ba .... official obearnrs on band tor t he !lov•ber elections. 
The obsernra cae but could not pre....nt election e'llile. As a ra.-lt 
of di!fi eultias growing out of the elections, President Wileoa a nt 
Crowder to Cuba in January 1921 ae a personal repreaantati..., , CI'OIIder 
objected to the delays in decisions on disputed case a. Ac1:1on was 
teken, elections in m.any districts ware annulled , and new partial 
electicne aebeduled for ~h. The Liberals stayed away again and 

Za7as wan. Deepite protest b:y the Libarala, the 1ln1t.d States reccc­
nized ~ in April., and OD lla;y 201 1921., be waa inengureted. 

12. loleanwbila, CI'OIIder turoad bis attantiou to finance a. The lrar 
and the accompanying riaa 1n the price of sugar created unprecedented 
prosperity for Cuba. 'l'ha suear bote reached ita cllax 1n lla;r 1920, 
'!be price ot sugar broke at the end of ~~ and deolined with increas­
ing rapid.it;:r through AII(U8t and Septnber. Badce had ude hea"7 loans 
to f inenea the sugar crop aDd their eecurit)' • • wiped out, Bmlk rau 
devel oped and on August 10, 1920, a 110ratori• was declared aDd lat.r 
extended, Jmerican interests want.d re110n.l of tha moratori•• CI'OIIder 
endorsed two .. aeuree i ntroduced ey Sane tor Torrienta 1 one proYicl.inC 

tor gradual Utting ot the morator11111 and the other tor llquidatiOil 
ot benka. Both ware pushed tbrough tba Cuban Ccmgn... KeUIIIbile, 
tbe sugar urlcat rallied a bit under efforts ot tba Sup Export c_. 
llittea but this ad'ftlltap wu wiped out wt.n the llllars&DCT !aritt Bill 
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pueed by tlw Alleri- eo..,re .. ill April 1921 ra1Rd tbe dat;r • 
cuban aQgar. 011 AprU 91 19211 tbe Bcoo llaalone', a l crftl t 
depositar7, oloMd ita cloore, toll 11d by otber bllnke illlq 1114 
June, 1FbeD t he Benoo Bepuo1wu t-.ct Oftr to tile L1quidat1• 
C.-issiCICI. S..lt:Ug tlql8l't edrtce NS&rdillc tile 'benlr1'11 q~~t.., 

crowder eauMCl '1'. P. a. llardiJII, ot the Federal lteMrf'e s,na, to 
be inYited to Cuba. Hardilll etodi.ecl tbe aituaticm for •- -'M 
l%1d drew up a plan for tbe Cube benlciJls .,.tea, bat notb.illg -
of it. 

13, .._ Zqaa auu.cl ottine ill 1921, CubCl gow~t Nv-• 
were in bed shape, A~t 1 tdhtelT Cuba tell bebilld CD ber debt 
semce. LoMe ftre authorised by the Cube Coagreae, bat c...-er, 
in Jill¥ 1921, adYieed tbe United Statee State Depert.ent to witbbold 
consent till Cuba agreed to grant tile American 111Dieter 19•ral fi­
nancial euperviaion. . The Ullitad Statee alec ineieted on a bal.UICed 
budget , authori&ation of additional re'VWIIUes, and reorganizatiCD of 
custaas. The Steta Depertaent failed to apprcrft a loan and ill AliCUet 
1921 adYieed Cuba to cowr the .tlM.ting debt by a cut in tile badget, 
llea:rnrbile CI"CCIIder bad alao in81.eted to ~ tbat before CUba cCICild 
19t a 10..., t he unthltilled c011tracta with t he IlepertMnt of Public 
l!orka would ha ... to be straightened out. In Auguet 1921, Zqaa ie­
aued a decree annull1.Dg illegal contracts aod fcrciJis an adjuetiiiiDt 

on others . This neceaeitated an in.,.atij:atl.on which aa carried out 
b)' a Ollitad States Jdlitary attache. 

In October 1921, lllriCbt l!orrow, repreMDtillc J . P. llorg811 and 
Company, azoranced a contract for a ti" llill1.oo dollar loan which 
was ultillate~ to becCIIIfl pert of a fitt;r llill1.011 dollar l.oeD to bt 

advanced attar Cuba had reduced the bud19t and •~oted certain cue­
t oms and other legiala tiCD. The first pert of the contract was 
carried out in Jmuar;r 1922 attar the State Dep&r1:11ent decided not 
to 1Jipcse 8117 COilditiona Oil the 1"1 .... llill.1..01l dollar loan, 

Popular olaor for the dilllld88el ot certain -bera of the ~ 

Cabinet brought resignation of the Cabinet CD Jnne 15, 1922 and tile 
appoint.ent or t he eo-called "Honest cabinet•, ill the ae1ectico of 
which Crwder was reputed to be acti .... It. reduced tbe budiet and 
etraightaned out tbe C<llltract e1t,.ti01l 1a the Depertaent of Public 
lrorlce . 

The q~~eet1on of a titt;r a111101l dollar 1om DCIW ....,.., Pllbll..,_ 

tion ot CI"CCIIder' a feaour MIIJIIOrandla No. l3 ot Jul;r 21, 1922, d1eoloMCl 
Crowder's d••nd tor a tift;r-f'iw aUliOil dollar badpt and a ealea 
tu ae prerequ1111te to AMrican appro....:!. of a .t1ttT 111l.liOD dollar 
long-tmo utamalloan, A atone ot diaappnnel arow bat the re­
quired MUUree .. re adopted . Tbe ~ ._. .arded to J. P. IIDrl• 
Nld Cowpan;j; in 1923. ltoat of tbe praauda wwre appl ia4 to the .tlM.t­

in& debt. 
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. 
14. ArOUSed o.,.r ...W 8Dd oorrapti•, 1M lrar Vetenu orpaiMd 
1n 192). 111 April 1924 a reftlt 'broD Gat. .....S.r CoJ.o.l P'rederioo 
Z..X..do Brv., bitt._. qoic*lT I'd dcln. !be Olited Statu I'd • 
•bargo oo sal.ee ot awdti- to the 1Dnrreoticai8ta 8Dd ao1d ft1' 

e<pi~nt to z.;,u, 

1C8 

15. Oeranlo l!acbado ... eleoWd Prellidat iD t.ba Fall of 19~ u a 
candidate for tbe Liberal part;r. Be ae..,..d ottioe at a tiM,._ 
Cuba was beginning to sutter from tbe eftacte of world OTerprocluotice 
ot sugar. To i.mpro'" the econOIIic lite ot the lle'public, be attMipted 
to raise tbe prioe or euaar by reatricti.Dg production} be inaugurated 
a protective tari!t polic;y to increaae local fCricultural product10111 

and' nbuked on an aabitioue Public Worke program, the featvre ot 
wbicb waa the ccmatruotiOG of a ?00 .U. oeutral lli.fbw&7, ~ 
llacbado toc1< a etronc poei t1011 agaillat foreian lome end &IU>OUIIoed 
bia intention to MlD tor onl,y a ain;:le tena of tour ,..are. lD 1928, 
!lowe'fer, be brO<J8ht abollt bie re-election tor a tera not to expiN 
until l!q 1935. 

16. When it bee- mdent that till special taxae authorised in the 
Law ot 1925 would not provide neceeear;y !Uncle tor tbe Public lforlta 
program envis~~&ad in tbat LP 1 tbe GoVItrnment made arrang-nte tor 
a !oreian loan. In P'ebruar;r 1927 the o o .. rnliiCDt made an ~~&ree•nt 
with the Cbaee National Bmk wbereb;y the latter wae to purcbaM road 
construction certiticatea agaillat worlt completed up to an 8110111lt ot 
$10 a1ll1cm dollars, Still bopinB to noid a 10111-tena foreign loan, 
llachado in Jane 193! Mde a aecon4 cootract with tbe Cbaae Bmk trene­
tonoi.a& the oripnal $10 llill1ce iDto a re-.ol't'inc oradi t ot $60 .u.­
lioo. Under this &grMMnt the bank sold $20 llillioo ot wcrlt oerti.­
ficatee to the Aaerican public and adftDCed $37,?00,000 of ita -
tunde ~~&ainet Cuban Go•er,.nt certiticatea Whiob it retained in ita 
own portfolio. 'n>IIM certitioatee matlJHd betwMn 1932 aDd 1935. 
Unable to repa;y tbeee certiticatee b,r the date stipulated, tbe Cuban 
Oovern.nt mde still a third agreement with the Cbaee Bank in 19)0 
providing for an $80 11L1llion iellll8 of bonds ll&turiDg in 1945. The 
bank ~~&reed to purcbaee ~ lll1ll:1on of theee banda, -lllng the 
ehort-te:no certitioatea it beld, and iD add1 tiOD gruted the CubeD 
OoYerr.ent a one ,ear $20 a1ll1oa credit. In addition to these ob­
ligations the Go ... ~nt bad boxiowed t9 llill.10D frta ·J. P . liorpn 
:1.n l 9:t7, d,. iD 19)7. lloreOTer, iD 19)0 • bead 118'11& ot $42w11Hoa 
wu authorised 1n c-t;too witb tbe ~ Svpr PleD. !be 
ruult waa that oa De-ber 31, 1932, the total pobUo debt ot Calla 
amounted to $178 a1llico plu a floating indebtedneae of beWND 
$3 5 and $75 llillicee. 

A&•in unabla to ••t interest pe;JMDta co ite Cbaae obligatio .. , 
the 00Tenlll8llt ll1aMd a ocotract with tba Cbaae Bank iD J- 1932, 
under Which the latter edftDOed 110re tbD $2 llill1co to -t tortb­
cOIII:I.ng •moe cbarle• ..S •Scaad a -Cild -traot in Daoeaber ot 
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1932 tor a t'art.ller lou ot _. U. '' .UU• to •n Ml"dae t 111 
tal.l1.ac d• at tbat daM. JIWeJ.p oU o p-'1111 &180 qned to 811-
.,. .. oertaill •- tor m -* to be oNditllcl qa1ut Mv. t ... 
IDd in ll&roh 1933 tile Cbue BaJr q1'Md to atead tor 90 dqa U. 
t 20 .Ulion credit~ ude 111 1930 tor- ;rear. Ill April 
the Coft8N88 autboriHd tbl Pnllidallt to deol.are a cltolq 111 tM .. ~ 
vice ot both tbe utemal. and 111tenal debt, 

1? . In AUBW~t ot 1931 a re~1t ~«&inst Kacbado bad broken Ollt bllt 
was qui~ auppreseed. Political d.it.tioulti .. ault1pl1ed ra¢.dl.T 
thertatter. AD orgacintlcm laltlml u the A.B.c. - iato exUteaH 
IDd worked CODetantl)' ag&Wt Vac:Mdo. 1'erron.t act1Yit1M all 
political aurdert1 b7 both 81dee resulted. BT the 8pr1.Dc ot 1933 tM 
eOUDti'J was in a etato or ter-t, 

Shcrtl)' attar his i.Da'QC'<Ir&ticlll, PnaideDt Rooenalt appoiated 
s-r Welles as .a.buAdor to Cllba. Welles ecconded iD opeciJtC­
goti&tione bet..en Macbado and the oppoeitiOil groupe tor reetorati• 
ot consti tutional Gcmtrm.nt . Ill AQgUst or 1933, bowftr, a purel 
strike followed b7 detection ot the J.rttt:r toroed Vaobado and .U.re 
ot hie ~inst to resign end nee. General Herrera then bea.M act-
1118 presi dent and appointed as hie Seoret.arT ot Stoto !Wrael de CeiiP&de•, 
Herrera then resigned and Cespedes be- Pnaident, 

19, On S.ptoaber S, 1933, leas thaD a 110Dth attar toru.tiOil ot the 
Cuban 0oYel'ID8Dt, tba rank and tile ot tba Culml lll'IIIT rewlted 'Glider 
the leadership of Sarpant l"ulgenoio Batieta and pro.ptl)' replaaed tM 
Cuhen OO't'8~t With a c..Uttoe or S whiob then eleoted Dr. ora 
San ll.&rtin as preei.s.nt . Dr. Ora San lfart1n ..-d om.c. Oil 

S.ptoaber 10, 1933. !be MW Qow,..nt wu .tranlcl7 re'IOlllt~ 
and radical. 1lbm reports ot the ~lDtioa IDd atteDclant dieorden 
reached Waab.1.ngton, war wosMle •re ordered to euw.n atere, n.z.t. 
all7 the entire Atlantic tl.Ht wu .areballed tor q'ldck act101l, and 
1,000 marines wre CODCentrated at Qaantioo. !be United statoe re­
tlleed to recogni" tM orau rec1Jae. Polit1call7 the rq1M could not 
olaia to repreMOt "" a •joriti)' ot the rewlut1011&17 tactiOila and 
public order was tbreateMd '117 the uc:.alau poeition or the UIV 
whose OomUHicmed otr1oare wre 1a re't'Olt a,aiast the .aiD bocl;r. 

No~reoogciticm '117 tba United state• bad tba ettaot ot at~ 
1118 tile Ocm~munt '117 .roneiJII ants..-.a.rioan '""~· ib .U. 12118 
.. ntS.nt, Secretai'J' Bnll inned a etat..nt • ~~bar 11, in *iola 
he Usarted WaebiJwton _. .,tll1nl to let C1lba 8o1ft ita - pro~. 
A t• dqa lator tM Saanta17 --~~~ t11at a.n.- 1a tse•r weld 
be uked to- to port twu tor protaoU. ...S t•t l•att• part1M 
~uld be u.d CllllT tor tba proteot.i• flit liwo• ell 'DOt .. o~n--.. 
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Tbt Orau Qoft~t. ftllie hd apold.t.o ot PQblio ftlltl:o' Jws 1 a 
nth tbe Cbue Bulk 111111 • ~~ 12, 1934, ll'dll'lll -t.i• of Ill 
~to OD till publio ftlltl:11 debt. 011 DIDIIItlr 30, 1933, it. Ill .... 
1 UO an 11 on propert)- ot tile CwbaD-.._rioa SQser Cwpwo 1a 0r1at1 
Pron.-. OD Deonber 6, tbe Preli.cl8nt alllld a daorwl ~ 
loweriDg till ratea t.o Ill ollarpd b)' tbe OubaD n.otrto CISSillilllr ud 
-.ben a atrili oeeurrwd 1o JUJUZ7, tbe Gova-Dt ~~~ OODtrol of 
the coneerD tor ~ nou. 

On January 15, 1934, Orau na .forced out of ot.t'ice. Bnia be­
President of Cllba but hie rope wu doniad oup~rt ud 011 J~ 18 
be presented hie rea1jJilatioD to Batista. 'l'bat - dq Co~ Carllll 
L!endiata bee- tho now Praaidont. Short~ tberoattor on JU~D~ArT :0, 
President RooiiOTelt aDDoaBood rooccz11t1oo of tbe MoDdiata Ooft~. 

At the same tiae tbe UD1tod Stetes wi~ - ot ito war 'ftBMl.e, 
thOV(lh tho last ... sae1 w111 oot WitbdraD 11Dt1l Soptoabor 1934 roll­
ing tho aign1ng o.t' tho Raoiprocit)- Agroo-t hotwoon Cllba aDd tho 
United states. 

19. On l!arch 9, 1934, tho oacond Bltport-IIIport lla.ak waa oatabliobed 
1n tba United States and on AprU 30, 1934, thia bank 1omod Cuba 

llO 

$4 lllillion tor tho purchan ot aU'ftr to be coined and uaod .t'or Oovo~ 
ment salaries, a&rioultural ro.t'orme, and public works. OD AprU 10, 
1934, the ao ... mmont at.opued uortiut1oo ~ta on tbe external 
t\mclad debt untu aucb t• u the total annual Ooftm.ut revonaea 
abould exoeed t60 aUlioo. A -It later a c-anon Will appoi.Dtod 
bJ tbe Cuban GO'ftn.nt t.o etuq till q1»atioD o.t' tbe Chue Pahl.io 
'forks loans contracted by llacbedo. 1h1e o..aiold.oo 1D ita report 
reDderod oo J~ 18, doolaJWd that t11o richt of ropudiat1001 of tbe 
Che80 a.nk loana wu inoont!'O'ftrtiblo, but achiMd tho autboritioo 
on ethical grounds to aako .... aott~t Witll tbooa who had bcraflbt 
tbe bonds in good !ai til. 

On JllDil&l7 :!9, 1934, llooao'ftlt signed on Anu Eabargo prohi­
biting the exportaticm o.t' &nil and .-unitiCICl to Cuba oxoapt upon 
an application .t'or a lioonoa aDd apprO'ftl b;r the Cuban Go'ftrnMDt. 

20. !be two aoet iaportaat .leta o.t' t11o lloolo'ftlt J$1 nhtraticll 
• • reaarda Cuba wra1 (l) 1'bo r..,oal ot tbo Platt •• 1 t 111111 
(2) •uuras to JW'IIi'ft C'Cib&D-JIII.-ioa tNdo. 011 llq 291 1934, tllo 
two Oove~t ·~ u ..-ru t •ttillc u1do tbo pa 't.rMV 
except 1o ao .tar u the Naftl. Balle at 0..'- a -nod. ~ 
noad.~ Cuba na eidod both tv tllo J0111o-CoettpD Ao\ of llq 9, 
1934, and b)' tbe Raaiprooal Trade Alru ut ot Oot.o'ber 24, 1934. · 
Tho JCIIlla-Coot1cu Aot. llldo npr a huio o~tor aer t11o 
Acrioultural Adjua1aat Aot 11hiab autboriMd tllo Seonto17 ot Aci­
culturo t.o t1x ·m- quotao .tor illporMU. ot npr .trail Cabo 
and io•ler pooMIIiODI ot the UDitod Statoo. A\ tllo \1M ot JIU-
aace ot tllil Aot lloo-lt lulrerlll tbo -· - cu. npr .t'rall 
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2- to li# per po!IDII. llllder \be leoip!'lloal '-le Apl t tile clair 
011 Cuban .upr .u ~red nul hriber to 9/l.Ol s-r ~ -s re­
duotioae wre altlo ..S. OD wall proclaota u r., •'••••• twua, 
truh trv.its ad .... ,.table.. D. Ctl'- Dow.-t ill 1'IR1Inl Ndlaaed 
aport dutl.ee CD aaricaa cooda, u.,,,l' by illo...a.UC t.be -.rs­
pretarence eetablillbe<l by tM 1902 '!reaV • vlr1'11' aapecJall,T ftlabla 
concassiona on lard, .m.at, nov, pueeacer autcaobilas, aS.«antte•, 
and ot.ber articles. 

21 . Economic impr<m~~~~ent taUed to present political peace ad in 
llarch 1935, discontent o- to a head in a general strike. At the 
urging ot Colonel B.•tieta, the Oo'ft....-nt adopted an aggresili'ft 
policy, constitutional la• •u euspanded, a state ot eie,. waa • 
clared, and &1'11\7 rule eetablillbed throughout the illlad. Ci.Yil. 
rigbta wre 111111pelldedJ the death penal.v wu prescribed tor eabotace· 
lbeM ext.- Maeures -..re sucoasetlal ad OD March 12, the •CII'IIere 
baaan to return t o their joba. 

On June 12, 19.35, a n .. conetitutiooal law •u decreed proridiJic 
tor general e1eotiona in Dlcaaber ot the s- ,..ar. Election ditt1~ 
oulties resulted in the inVitation to Dr. llaro1d lr . Dodds, Preeidant 
ot Princeton Univereity, to serve ae Ad'V'ieor. Dodde suggestions wre 
not who~ acceptable and attar turlher ditticultiu President »endiata 
presented his re signation on December ll, 1935. 1ha elaotion, 'whiob 
n e ~ held in January 19.36, gave '9'ictory to Oo.s 'IIIIo ... inall&'­
uratad ~ 20 of that ,..ar. ~s wu zwovad !rca ctt1oa in Da11 bar 
1936 and Frederico :r.aracs. Bru, tu Vice Praeident, haec. chief 
executiq , 
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Significant Faota RelatiDg to .AMriceD Inten.atiOD 

ill Nicancua 

1. DuriJll t he NP.. ot the Nicaraguan diotator Z.l.aJa, the Oeorp 

112 

D. Emery Ca~~pan)', an American concern, eac:urecl a conceaaioo tor 

11101ber operatiana ill Niearacua. Attar the canpaey had been opel'*t­

ing for some tiM, i t tell ill to a diapute witb Z.l.aJa, who CODteaded 

that the canpaey waa not ~ the te:nu ot the contract, Attar 

sane controftrq the Government or Nicaragua cancelled the conceuion 

and the ct~~~p&ny tUed clailu tor d.ucea. 1'he Clcmlrn.ut ot tbe 

United States took up the clailll ot the 'f'4De17 C<llllpan;y and secret&r7 

o! Stste Knox aaoured an agree .. nt witb Niearacua on ~ 251 19091 

to submit the dispute to arbitratioo, The tribunal •arded to the 

United :OtD.tes Oove~nt •tor and in behalt ot the Oeorge D. &De17 

Cocpacy 1 • the ,. ot $600,000 in gold to be paid in inst.al.J.Mnts 

for a caaplete release ot all its claims against the lliear.,..n 

Government . BetoN all ~nts 'ftre .ada, h...-.,.r, the revolutico 

described below brolce out and thia claim rema1ned against Nicaragua 

for subsequent settlllllent. 

2. AnoUler Jmerican interest ot prime importance in Nicaracua na 

t he La Lw: and Los Angeles Mining CODpaey, which was working the 

United States Nicaragua Concession. Important American citizens 

lfere connected nth this mining canceaeion and Philander c. Knox, 

before becoming Secretary ot State, had earvad in hie capacity aa 

a lawyer, as counsel tor the ecmpan;r and bed passed upon the validity 

of the original agre-nt, Thia comp&nT also becam. involved in 

difficulties with Zelqa, who ineiated that the conceaeioo was 

objectionable and lfiahed to cancel it. In hearing a held before 

the Senate Foreign Relatione CCIIIIIIittee in 19Z7, TbCIIIIas B. Vo!tat, 

the American Consul at BJ.utielda, Nicaragua, cmr1Dg t he period under 

diacusaion , declared that this elaba was "the cause ot Ule deaire 

to eliminate Ze~.• 

1n October 1909, a revolution againat Zelll¥8 occurred. Accord­

ina to the testbaon;r brought out in the Seoate bearings, the rui­

dent 118D&ger o! the eoapany operating tha United State a Nicaragua 

Concession had suggeetecl to the Jmerican Consul that Adolto DS&s, 

local seereta17 ot the c0112PNl.7 1 be installed in the PreeiclenC)' ot 

the republic and told the J.ariean Consul that hia tutura pl'<*ltiOD 

would be assu.rad it he would •put Adolto Oftr tha line there. • 

SeVIIral ~s before the revolution occurred, tbe Alneriean Consul 

at Blutielda 1Dtorll8d the state ~t that in hie opinion a 

revolution would start on aboat Ootobar 8. A tn da7a later he 

announced that a revolutiOD had occurred 1 that the n.w Cloft,..nt 
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ne •rrie~ to Allllriou 1nterena,• alii tllat •tile .tomp ..,.,.,_. 

int.reat• are jub1lllllt. • 

u 80<lC as tile upri•illc ooC'GJ'Nd, S.on~t.17 of Suu trna~t -l'lld 

dipl..,..tic relati.ou with th8 lli.e8J'quu Goft~nt. 

According to t.stU.OQT giqn ill the bMr1.np of the S.Mta Cal­

IIi ttee, llOIIII)' and &JWB Wl'll euppl1ed t o tbe nhela b.r the .Wri­

in Nicaragua. At thi.s - heariJic ooe or the n~hel leadere wo 

testified he had bHII a eev.red the aupport of the Merican CloYe~t 

in uq uprising wbich he ld.~bt w.dertelaa . 

1lhile the nnolutioa wu Ullder wq, the Ullited St.tee aow-t 

sent Ame rican f orcee UDder llajor S..CU.;r Butler to Blutalda, wbere 

they prevented Goftn.ent foroea rroa pursuing the rehele who blld 

the t01111 at the tue. ·l!ben tbe llioar-.r- Go...~nt at~ed to 

blockade the harbor of Blut'J.elds in order to p......nt ~lutioniat. 

.traa obta1n1ng Bl'lla and aupplies, the United Statu acted to keep 

the harbor open, COIIpBlled ~t of cuatoma to the rebele, and 

intomed the chief of the Gove~nt forces that a shot til'lld at 

an incczU.ng American 'NSMl would .. an declaration of war again8t 

the Uni tad State e. 

The rebels gained complete control. ot Nicaragua and two rebel 

leaders - Estrada and Diaz - were installed aa President and Vice­

President ot the new Go'Nmment. In Fabruar;r 1911, tbl Allerican 

minister to Nicaragua reported that "the natural. eentu.ant. ot an 

ovtnhelming lll&jority of llicarquus 1a antqonietio to the United 

States, • and a 110nth letar, be wrot.t "Ae the •tter now loolte to 

,.., Estr&ds ia baing maintained eolel)' by the moral etfeot ot oar 

support and the belief that be would I:II>Questionabl)' have that aup­

port in case of trouble. • 

3. Sbortl)' attar hie inet.al.l.atioll aa President of the Nicaraguan 

Republic, President Eat.Nda wu intoned b)' tbl AMrican lliniet.r 

that be must resign and leave the count17 as the Ullitad States 

Gowrnoe~tt would no loager reoognise bu.. EetNda cc.pl.ied with 

tbia request and Adol.to D1aa - .toner l.ooal SecreUI'J' fer the 

American •1n1ng ~ wu ineUl.led ill tbe Prellidena)'. The Ameriou 

111D1ater aDDouncecl tbe ...,.. to tbe State Depar~t mel added tllat 

"a war ,.eeel i e Ma.eaar;r tor the 110ral e.tteot•. The •r1can 

,.sael Torltt.corn aa crdel'lld .troa r- to illtera.pt a fillbuter-

inot moo•11811t against tbl ll!aa OOft~t. S.CINt&f7 ot Stew trnaJ: 

instructed tbQ Jaarican 111.niater ill llioarapa to intol'll D1aa that 

tbe United Stat.N ••-w• •~• ot auppar\ ill ua.t.iJII hie 

Go'Nn.et~t in eo .tar aa it proparl)' .q,• &Dd to warn tile Jrl!lcipal 

rhal. ot D1aa tllat •ailloe Dias ia the oonetitutl-1 PN•idant, 

reoogniMCI b)' th:1a aow..-t u ncb,• tbe O.nerel. "'laalt -it 

to be indispell8&ble to hie 01111 illteren tllat Diaa 1 1n ill o.ttioe•. 

113 
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4. J.D 1909 1.e~ had retuDded the Nicaraguan forei&n .S.bt, the 

Btbelburga S7JICiicate acti.DC aa bU aa-t. ~bt earnce was eu­

panded at the tiM oL the rawlution and the Britiab G-~t 

protaated on babal.l of Britieh bondholder•. '!'be State Departmat 

suggested to Allerican bankers that tbey undertake the coanraioo 

to dollars o! the Nicaraguan foreisft .S.bt and sent a financial ex­

part to investigate the financial a tatua of Nicar~. 

On June 6, 1911 the Knox..Caatrillo ConTention ns sisned. In 

~ ~ 4 --

this convention Nicaragua agreed to retund ita public debt and 

;.roal.sed to give the rat'undi.DC loan a first Uen on its cuatou 

duties. '!'he Collector General of Cuatoma, "who need not be a 

Nicaraguan, • was to be chosen with the approval. o! the United States 

and was to be afforded 1'ul.l protection in the discharge o! his dutl. n. 

The Nicaraguan Government agreed to eettle all clail:ls and to eeteb­

lish its finances on a souna and stable baeia, and it was further 

specified! "The Oove~nt o! t he United States , should tbe circ.­

stances require , will in turn afford eucb protection as it =q fiDd 

requia1 te . " Short~ thereafter, American bankers arrqed to float 

a 115 llli.llion Nicaraguan loan, but when the Joeerican Senate retuaed 

to r atL"y t he treaty, they refused to noat the loan. 

When the Amer ican Senate retueed to ratify the convention ot 

June 1911, a Treasury ll1lla A«ree:l8nt was aisned September l , 1911, 

with ~he Nicaraguan Government. The kr.erican bankers agreed to take 

up $l t million lliearaguan Treasury Bills and in return received 

almost COGlplete control over tbe financial Ute o! the count.%'7. A 

!Jr . Clifford D. Ha, an American citisen, was nOIIinated 1:!y the 

bankers, approved by the American Secretary of State and appointed 

Collector 'leneral of Cuat<ns by the President of Nicaragua. The 

bankers ware given an option to secure 51 percent of the shares o! 

~he National Bank, which was to be established under the Trea8Ur7 

Bills Agreement and also eacurad an option to purcbese Sl percent 

of t he stock of the Pacilic Railway, together witb its eteamship 

lines . The National Bank was to have the exclusive r ight to ieaue 

legal t.ellder notee and it wae made tile fiscal aDd disbursing lient 

!or the Government and depository of Govern.nt funds . The Pacific 

Railway wae to be reorganized and incorporated in the Un1 ted States 

with its t'.lln&gement under control or t he bankers. 

A tribW\al composed of one Nicaraguan and two AJDericana was 

also established to peas upon olaim8 lodged againet the Government 

o! lliearagua b:y rore~rs, includiDg .W.rica.n eitisens and co~>­

cessiona. 
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5. In Jul;r 1912, AMrioaD troope eappreiiMd a rnoluticm agaiaDt 

Dia&. DiD tt.D W h1e_,f I'Ml.eotecl- althc~Qp Mlt-oe..S.cm 

was prohib1ted b:1 tile Nicarap~~~~ Ccnet1tut10D - aDd tbe UD1ted 

States ~diatel7 recoil''* Ilia. After tl.ia eleot.10D1 1110at .U.rioaD 

troops were withdrawn bat a _,eel lept.iGD pard r ,,.., 

•tat.ioned in tbe oap1.tal. In October 1913, Aari- bu*61'6 a­

tended another 11 llillloo loan to tile Nicaraguan OonmMot aod 

exerciaed ita opt.iOD to bq 51 percent ot tbe atook of the Paoitic 

Rallwa,y. The contracts coverine both of theea fiD&Dcial t.raoao­

t ions were first submitted to the State Department !or appre>nl . 

6. In 1916 the Beyan-Cheorro Treaty was aiped, ~vine tbe Unit.d 

States the right to construct a canal aeroea the ietl:mua b:1 aDT 

route through the territory ot Niearacua and granting the United 

States 99-:year leans on certain strategic poeitiona to be ueed 

as naval beaes. In return the Un1 ted States pa1.d Nicaragua $3 ..U.. 

lloo which •• to be spent under United States supervision. lloat 

of this money was ueed to aatia!y clai1118 o! t oreicnera &{""aiDet the 

Oovemnent, al.though the internal financial situation waa di!ticult . 

Both Coate Rica and Salvador prote!Jted agaiDat prOTiaiona o! the 

treaty and their cCllllplaiots were aolaitt.d to the Cent.ral Aari­

Court o! Justice !or consideration. The Court <Molded unani:aoual7 

1o favor of Coate Rica lll'ld Salvador but the Nicaraguan Ooverment 

ignored t he !indin&s. 

7. .Nr.erican marines wre atetioned in Nicaragua continuous~ until 

1925. Througbout this tille , the Aarie&n Ooven:aent and Ameri-

1ntereats controlled the econOIIIic and ti.Danoial lif e of the repablio 

of llicaragua. Shortly before the ""'-rican military forces were witb.­

drawn, they aupervieed a Nicaracuan election iD which a coalition 

goven-.ot waa elected. Aa soon as the .. rinea witbdrew, Challlorro, 

a conaervati're candidate, rebelled against. the alec ted govenmmt. 

!Ia soon induced the elected President. to reaigD and est biJuelt up 

as President. ~hting eoGD becan betften heclalra o! the elected 

Vice-President - Juan B. Sacaaa - and Cbemorro, and large n11abera • 

ot kleric:an l!l&rinea w re agaio landed. 'lhrough efforts of the 

haerican forces, Congreaa na called into a apec.ial eeaaioo and 

Adolfo D1u (whoa Americana had pot into the Preai<Mnoyio 1910) wae 

lll&de Presi<Mnt and 1msd1atel7 recognised by the United Stetea. '!'he 

consti tut1onal.l7 elected 'fice-preeideot, bow'V8r, was reoopiaed 

hT other count.riee aa President ot Nicarecu and tigbtiDc na re­

a....t betloeen tha liberal lUid oooaenative !orcee. Alllerioao troope 

were laoclecl to protect tb6 Di.aa Ocmo~t. 

In 1927, President Coolidp sent Henry L. sts.a- to etucl;r the 

aituaticc aDd to a1te adjut.cte. Sti.MCID deoiclecl that. Diu eoald 

comple te hie t.em aDd that. the oppoa1t1oo ebould he c!1.M1'1aecl. Ill 

Regraded Unclassified



_, _ 

193J wbiD DI.U' -- - - :..:;:t 811 ~- Mld ..... 

Amm- sapemdall -.1 * lear ,_ ~<t - fit 

t.b• leaden of b iJinrno\i.aa 4p1ut Jl!u, - uenM 'b:r a 

].arp Mjori\7. 

s. b H-r Adloini.trat.i.Oil bepD wi~ or tile .-r1oaa 

C~&M.Des troa tbat CO'IIIItrJ'. IA 19)0 about. ~ -..,. wit.bdibe-, 

learlllg bettn thaD 11 900 still 1Jl lioarapa. 

In the Coogrwslliaoa1 et.ot.i- of No.,.ber, 1930, ~ 'b:r 

Allericen force'!, the liberal.to - a aajorit.7 atiiS 1D tile president.Sa1 

olectioae two 7AU• later, J- B. Secua, a. b United Stat.ee 

bad retueed .to·reocpise 1Jl 1926, wae et.otecl President.. Bar~ 1Jl 

JaouaJ7, 1933, tbe 1 '"'D& '-rican arblee ...... wi~ r~ 

111oaracua but some :-.ailllld 1ll order t.o oUioer tbe ~ 

~tional. Quaid, 

.U though the National Bank of Nioar.,ua and tbe PaoUio R.aS.l.n,r 

.. ,. resold t.o the Nicaregum Ooftm.nt 1Jl 1920, "'-rican cit.U.. 

still sern on the controlliAg boarda of tbese bletitut.io,.. cmrord 
D. 11a sel'ftd aa Colt.ot.or of cutcu 1D Nicarepa .traa 1915 to 

1928 and .Americans are et.ill 1n obar,. of ~ oolt.otion. 
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Si&Jd!i-t PUt. Belatil.llil to .-r1C8a Ill1lioltwat1oa 

1n tt. 1' 'nt rr lleplblio 

1. Tbl vc-1n1cau RepDblio waa ru.d troa 11182 to 1899 tv Ul.i.•• 
Reureeux UDder wboee ec'a1n18trat.10D tile Dce1a1can to~ dabt wu 

,reat4' increased. Prior to 1892 8e'lll'U1IX noatect ~ ba'liJic a 

7'0'1nal valu. ot IJ. , S a1ll1011 nth w .. tendorp aDd Cca~, a Datoh 

firm. I n 1892 an ...,.rican caDOera lalolm u tM SaD nc.taco tapo.._.. 

unt Ccapaey boll8bt out tbe intererta ot ll'eatendorp and OOIIIJIUV' aDd 

thereafter made loans to Heur.avx ezoWiag $1.2t a1ll1011 and par­

anteed by wrtcaa ot tbr Dca1nican Republic, 

2. In 1899 Heureaax was abot. the nn Ooft~t, beact.d tv 

Velasquez claet.d rttb tt. San Dca1r>co blpr~nt Oampal\7, 11h1ch 

it coneidered to be an ~t ot Heureaux. In 1901 the ccapaa:)' IIP­

perled to the State Departawnt, declariag ita umr1J.J.1J:t«n•• to baw 

i te claims settled in the courte of the Rrpoblic. In 1902 tba 

com~ again aaked tor interwntiOD on ita brbalt 111d authoriaed 

tbs AJoer i can llinister to taorutate ~gotiatione . In JuJJ- 1904 an 

qree11111nt was lli&M<I batwHn tba United States Ooftn.ent and that 

ot tbe Dominican Republic . By the teru ot tbia ~t the cla1.M 

ot tba San Dcaiago I&pro-nt COIIP&I17 •re scaled dam aDd fov 

customs dietricta were deeignated ae MCIIl'ity to ba taken owr it 

regul.u ~nts were not mada by tba Dordnican Republic, 

.3 . On October 2D, 1904, tbe Puerto Plata Cuatou Houae waa t&Qn 

o'f'lr by an -cent ot tba United States Ooftrn~~~tnt to ba eM1n1sterad 

on bebalt ' ot tt. IIOp!'OftiMnt c~. Subaequaat:q, the lloDte Cr1rt1 

Cust au Houae was si.a1larly telcen owr. 

4. European oountriu, obeeninc the &etl.on ot tba United States, 

tbreate* l.ikewiae to inte~ oo bebalt ot tt. cla1Ju ot tba1r 

nationals, The State Depart&ent engaeeted to the Gow~ ot tba 

D<.inican ~ublic tbat it ad< tt. United Stetll to oolleot all 

cuatcae of tM ooUDtl7, Tbl Dcw1 n1 can Rrpoblio acoepted tb1a q­

gestion and on Februa17 4, 1905, a tr.al;J _. s18Ded brtwHD the 

two Gowrn~~~tnte, IIY tba teru ot tld.a treal;J the United Statar 

OO'fen.ant n.a to collect all craat..- ot tbr Dce1n1ca Rrpnbl1o' 

to adainieter ita tiuDoee and to effect a eettl-nt ot itT de ta. 

The .&Mrican s-te r.tuaed to rat117 tile tr.al;J. Roc.rnelt ta­

enterad into an exeontift -cr•••unt witb tile Preridellt ot tbe DamD­

ican Republic in accordaaoa witb wb1eb the lJDitad Statee collaoted 

llcainican cnetcae balr1nD1nc .lpril 1, 1905. 

17 
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s. In 190'7 tM .a.m.- Svc\e nt111ed a I'M1aH tnet;y wUb tbt 

nc.iniOUI ReJIIlblio 1D Sioh lt wu prnidedt (a) !llat U.. Pn.tMat 

of tM United State• moald eppoillt a -•• oollaotor tor tba 

DceiniOUI l!eJIIlbliOJ (b) that tbe Dne1"'- Ooft-' -u J10t 

i.DCrMM ita dobte or ~r ita taae Withcnlt tbe o-n ot tbe 

United SteteeJ (o) that 811 -riOIIII 11-s.~Nl woald 1-. 

a $20 mll1011 1.oa rd'lmdJ.JIC tho Rep!blio1 • debt, tho thdted StatH 

a0.,....-nt colleotiJic cuto• tor SO 7Nrt1 1D order to -.t iDta~ 

eat pqmente on tho loan, 

6, In 1908 a ero llillion 1.oa wu no. ted 'b7 tho OGarant;y Trut 

Cocrpea;r of !lew York on bobal.t ot tho Dre1n10811 &.public 1 to bo 

uaed in accordance with the prortaione of tho tr.av ot 1907, 

7 . In 1912, Prellidont Taft -t too epoci&l. CGII'lliaoion- vd 

7lS u.rillea to in.,. at18ate an upr1S1Jic of 1911. '!be Amari can dele­

gation perllll&dod tbo prortoiCDal. president to reaip. 

8. I n 1913, Secreta..,. of State 1!r7m not1l'iod reTOlut1011a17 ele­

""'nt e in tl>l Dom1nScan Republic tbot it thq •re auooeaetal tM 

State Depertant would not reoopila to'- Uld would "withbold tho 

portiOD ot the cuetocu collection beloac1ng to Santo DaliJ!Co.• 

.AII>Oriean c...Uoi-re •re sent oa warabipo to euporrtee eleotioae 

in 1913 and 1914. 

9. In 1914 tho National C1t7 Blnlc 1-d IJ,.S 111llion to tho 

Dadniean Ropublic. '!'be loaD oootrect epec:i.t1od that the loan -• 

made "in contondtT With the con'f9nt1on betnen the United State• 

or Au rica and tba Dc.in1<:811 Republic, ratitiod Jul7 8, 1907, tbe 

pa.)Wnt of tho prl.Dcipal and interest of ..tdch ••• • , is MCIU'ed 'b7 

tbe pled&e 't1r tho Republic ot ita OWitollls re'f9m.s •••• • 

10. In Novelllbor, 1914, the State Departllont withhold recognitiOD 

of newl,y elected President JiMDea 1111t11 be qreod to ha'f9 internal 

revenue a collected Ullder tho euperrtsion of ADriOIIII o!tioi&le • . 
ll, In April 1916, Ullited Stetes landed troopo in SUito nc.tnco to 

put d 01111 811 uprieiJIC 8«a1DIIt tho Ooft,_nt. In Jul7 tba OreS nS CUI 

C011greso elected Frenoieco l!enriq\Wa President. 'Ibn h1e Ooft~ 

reflteed to sip a - treat;y .S.Yine tile United State• !loft-' 
control 0'19r tho DcwSnScan cut-, 'l'reanrT, .llw;r &lid Polioo, tbe 

United States ntueed to reoopila h1a and Withhold all hade ct. 

to the eo..~ rraa tbe cut- zwu •· '1M Drw1nScu ClonrD­

unt still retwoed to 111p tM treat;y, ftle lhd.ted Steteo t- 1D 

Santo llaaiJ:wo thaD dioool....S tho D SnS- Cqnn, outed tbe 

oo ... ~nt o!tioi&l.e aDd oetahlilbod a llilite..,. Gow~t oporat­

illg Wider .u-ti&l. la'. 
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12. 111 19:1> tM ....n- ldlltal7 ·-- 111 ........ '-1d.a 
•ttiJII tarth tbe ICIBditt.e 8ller 'llldcla tM 'llld.W Sta'-r­
would wi~ rrc. tbe -\17 ....... U...- .,..ut.ed (a) 
ratU'io&tiOD b)' tbe Ct~ Oow1 t elnta4 of all an. of tM 
a:Uit&r7 Gcmo~ntJ (b) Cll'Mtt. o~ a aatiw o~ to be 
organiSed Gld treizled b)' an .&Mrica 11111~ ld.RlODJ (o) tM­
«ot1at1on or a 12! ld.l110D 1oeD to cc.:pl.eta blpr-llt• becta _. 
u,. a1l1ta1'7 aow ..... Dt aDd exWD81011 or tbe pc!IIIWN ot tile a.n.ou 
Raceiftr General to aatecaar<t tbe 101111. Tbe• tarae were not ao­
eephd b7 the DoodDican RAopubUc mel eftOuation d14 Dot take place. 

13. In 1921 the ~ricaD 11111tar:r d1ctatorab1p floated a 12! ld.l110D 
loaD on behaU or tbe Dc.1D'can llepv.bUc. TM BquitUle Trut 
Ccapa111 or lin York bendlecl tile 1a-. 
1.4. 111 1922 a $6.7 ld.l110D bOild 1- wae floated IV' tbe 11111~ 
oo .. namt on bohalt ot tbe Dc.iDican Republic. tee~ ...S 
CcapeD;r .or N.,. York Mndlecl tile 1-. 
l S. In 1924 AMr1cu torcea were w1tbdran attar a pneral ele~ 
Uon wae beld UDder tbeir euperrldon. 'Die 1JD1ted States reta.1Md 
control ot Dcm1niean cruatoaa and oolleotione and t be Doed.Dicu 
Republ1e a,reed Dot to iDcreaee ita debt unleea penn1aa1on was 
,ranted b7 tbe United Stataa Ocmtrmaat. 

16, In 1926, two 1U1W loana tot.ellSDI $8.3 w1111CD wre floated 
b7 1M Rilgi.DeoD and C~ ot !lew Iortc tor tbe Ocmtrmant ot tbe 
Do.1nican llepohl1o. 

17. In 1930 tbe d1pl-t1c 1'8JIN•Dtat1fta or tbe U.r1can Goftrn­
lllllt 1Dduced Proeaident V~• to reaip llbeD a molt a,aiDat b1a 
took place. ID the aleotion tbat tollond, General Rafael LeODidae 

Trujillo - cmce a pr1n.ta iD tbe hrler1caD Var1M Oorpe - wae MCie 
Prnident. 

18, 111 1934, ~11lo •ou.red rrc. tbe •nou State [)apartllleDt 
and the Foreip Bcw!t.oldera Protaotin .laaoc1att. an exteuiOD of 
t he data or aatar1t7 ot t-ip bODda ot tbe Dce1n1ou llepuh11c. 
• • reault tbe "-rica oODtrol owr Dce1D1ca llepabl1c can­

• • cxtaoded to 19'10. 
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Background and Si¢.tioant Facta RelatiDg to 
American IntArwntion in Haiti 

! 20 

1. In 1910, with the aid of the Stat. Depart:Mut, the National 
City Bank and three other American banks purcbal!led an intAreet in 
the National Bank of Haiti . Under the teru of a loan contrect, 
the National Bank was to continue as the Treallllr)' of the country and wae 
to be the sole depository of Oovenunen t tund a. 

2. About this t1I!B an American company was granted a concession 
tc bu1ld a railroad in l!aiti . UDder the terms of the concession, 
the Haitian Qo.,rmoent guaranteed six percent interest on the hoDCie 
issued to cover cost of conetNction. In 1913 work on the railroad 
was suspended, although the project was not completed. 1be Haitian 
Government re!'uoed to accept the work of the coftiP&!\1 and to issue 
bonds to it, contending that it was defective and extrnagantly 
constructed. 'lhe COIIP&n7 appealed to the State Department and the 
letter induced the Haitian Government to issue honda to the rail­
road c~ tor the work completed. In 1914, however, the Haitian 
Govemcent refused to pq interest on the bonds issued, charging 
the company with non1'ulfilment of ita contract . The railroad 
cot:~pany again appealed to the State Department dee pi te the fact 
that its contract provided "In no case and for no reason shall 
di •pu.tes that '/ll6y arise as to the interpretation of the cltrDSes of 
the preoent contract give occasion for diplomatic recouree. • Fore­
closure proceedings instituted by the Haitian Gcmtrnment ag&inet 
the railroAd were trn8p&nded at the insistence of the state Department 
and the question was still pending 'llhen the United States interven­
tion occurred in 1915. 

3. During the uprieing against the Haitian Government in the ear~ 
pa..-t of 1915, British, l"'rench, Genun and -'-rican warships landed 
t roops 1n Haiti to protect property of their national.a . Tbo other 
countries were then induced to w1 thdraw their forces and United 
~te tee forces remained in charge. 

In J~ 1914 the National Bank of Haiti retueed to 'advance !'unde 
to the Government of Haiti in accordance with the budaetary convention 
tb.en in effect. 'lbe Allerican llinieter to Haiti reported hie belief 
that the Government we being deliberatel;r preeeed b7 the bank in 
order to force it to ask aid of the United States and tlllla obtain 
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1Jil1W4 11\at .. -.:arnas.a ef--- •n.nt... . .U.tllll- tile .. .. :o.p.rl-- lla4 JII'O'Mtel ia 1910 ••'"' \lie -1 JOWA .... ... 
to t lwo buk, 1' 4U _, ia 191~ p .. , .. , .... \lie ..... llld!ual .. 

....... a. tu4a "'tbe ao--" 
J.nUcipaUac a f'M•otaJ IIIIo~ • a ~' of tbe 'llaak'o _......_ 

the B&Hiall Oo•-' 1uul JlliP'II' -· w -' 1M up•-· .1. 
repreuat&U• e of tbe kt1o.al CU;r llallll: \!loa, with tbe llelp of VSlW 

Stat oa llariDea, ~- .500.000 troa tbe ~h of tile 11&1\iaa 

lat1oll&l B&Dk; tbeae fDa4o wn ibeD \ftoDOJIOr\e4 oa aa Merioaa ._., 

obip to tlwo Ua1 tecl 8\atoo, ..._.e tbe;r nn 4apoeUecl 11 tile ~to of 

t lwo laUoD&l 01\;r liiDl< 1a ... Yorlt. !be lla1Uaa ao .. _, JII'O'-t.a 

ag;aine t thia remwl of Go•-• fDa4o wlliall ..... aot \be pnpen;r 

or tho b&Dll: bolt lecre\&1'7 l11'7&B Jutifiecl \he aoUoa oa \he C1'011114e 
tbat r .. olutioaari .. llic;bi otbezwiao uoe the fDa4o for -1..-1 

pa.rpo•••· 
4. !lwoodore waa eleotecl PNI14oai of BaiU 1a llo ... ller 1911J. file 

State Depart.eat ordorecl tbe .IJierioaa a1A1ehr to 1ntora \be Ba1Uaa 

Oo•eraMilt tbet !beoden Wllllld. lie reoopiaecl u proT1e1o-.l. pr .. 14at 

wllea lwo appo i atecl a oo..t .. 1oa to ....,t1ate a t laahlJIC'Oa a coaT-. 

t1on co•er1Dcl (a ) Control allll oollecUoa o f tbe BaUiu ouio M ll;r 

the United. Sta tal ao .... ~t; (11) aeitl.-.at of outet••Atac qmeat1oae 

bet11'ean the Ha1 tiaa GoTeftlloDt aa4 the .U.erioaa railroad.. !be BaUiaa 

Oo•eruent r etuaecl to ooapl;r nth th11 r eqmeat, 

!iatoriaae ....... t ilet lloth \be Seaor aa4 tbe !beoclore Qoq-te 

weN Wl&ble t o ooatiae larpl;r b-e o f 1-* of fD.D4a a1 a renl• 

of aoU oa b;r the Ha1t1aa kUo-.1. llaall. 

1D hbruor;r 1915 t be BaltiaD Oo•-' or4an4 out- ... u .. 
to be paid. t o Terioue epeoltlecl -c-te 1a HaUl 1uiea4 of to \be 

l!ailoD&l Jaall:. !he state ~' ordorecl .&A.lral eap.rtoa to aee 

tbat t hia '!reuu.r;r eenioe - r•torecl to \be llallll: in aooord.aaoe nth 

the ooatraet of 1910. 

5· Mer1can 111ar1a .. ftre ..,.u ' a•A .. 1a BalU dllr1IIC a ,.rtelac 

i n 1915. .&Aairal Capenoa, wbo - 1a ollarp of tile Aaerican troope, 

poot poned. geaeral eleoUou watU a oaa41date aooeptable liT .&Mrloaa 

illtareata could. lie foaad.. n le roportecl tllat llr. Lepr, wilD -

first eouDIIle4 ov.t, retv.a.a to ~ ~. •.a.t thil tt.e I ..U "' 
poaa1bl7 accept tbe Pr•t~. I • for Bal\1, Mt for • VSlW 
Stat•• · 1 .t. IIJ', Dant&a•ne, wilD ooa\allllecl ,.,, 11faU1 _, a4 ft1l 

aeeed.e Clad.l;r to an;r terao propo•ed. 1l;r the VSlted. ltat•, 1 - tbea 

elect ed. to \he Preo1.4elul7 'llllll.er .&aer1oaa pi'Oteot1oa. !IIU Pr.-14at 
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then aicud a treat7 ciYille the ·uane4 8\aha -hol onr ~Uu 

c:uato•, police tore., u4 f~. Ia or«er to parutee Ua 

rat1flcat1on 117 tM B&IUaa Saata, how .. er, .&MrioaA llarlue .. hed 

ell c:uatOIU bouall - tllll.a 4epriY1DC the 0oft-t of all riY- -

and declared .arlial law. lhell tM s-te etUl refllaed to raUt)' 

122 

the treat7, tM State Dwp&rt .. at iutrv.o\ed .Adairal Caperton to tall 

the cabinet tbat hie 00oYe-t (bad) the iatcUoa to ret&lJI ooa\rol 

In Haiti until the dee ired eDd (wu) acoo..,u.ud, • aDd tlma ncc..a.4 

In obtailll.DC rat1fioaUoa. 

6. J.Jller1CAn ll&rl.nee UDder A.dlairal Caperton rl!ll'ined in cbarg. of 

the leland and ill 1916 precipitated a bloo4T uprielnc &411kinet thea 

b7 torcluc p rh'ate oitlsce to work on the roade. 

In 1918 the Haitian OoYernMnt wae forced to alp a tr•tT 

aueeiDC to aubllit all propo•ed lepolatlon to the 11nited State• tor 

a;>pro.al. Su.baeqqn\17, the 11nited Statu QoYe......,.t aalted 8&1U to 

adopt a new conaUtutioa .. bocl.¥1DC proYieiou ot the tr .. u .. 1a 

!orce rlth the Ulll.ted Statu. fM .,_.rioan adain.totrator ot 8&1Uan 

! l nancea withhold aal&riu ot all OoYermoent ott1ciale 1n order to 

force the Qo...,raeDt to 11 n up to the prorlaiou ot the tr•t7 of 

1911!. lhen the Haitian COJlU811 refllaed to rat1f7 the naw cout1-

tut1on, the J.Jllerioan torcee diuohed both boueeo and called for a 

plebiscita. Haitian cltisana, YO tiDC at polle which were I'J&rd.e4 
by .&=erioan llartnee, adopted the oonatUutlon 1D which it wu de­

clared toat •.Ul ach of the OoYei'IIJMIIt o f the tJnited Stat•• dnr1Jic 
Ito 101litary oc~Uon in Haiti are ratified and oontiraed, • fbe 

conatl tutlon alao abol1abe4 a looc-otandiDC prorlllon of Haitian law 

which prnonted foraiperl hoa boldiaC laD4 1D Haiti. 

In 1920 the Haitian Coocru• puoed a law placinc reatricUona 

UJ>On the rld>t of torelpero to own land. ConhDdiDC that thla law 

wao pesoed without ita appro...U, the 11nited State• ao ... n~~~ent ratnae4 

to rococnbe it. fbe law wu uuntorced aD4 1D 1925 a naw law, .,r• 

!nvorable to the Ulll.ted Btateo, replaced it. 

lhile the QoYernaent - controlled b7 AIMrican forcee, a tleo 
1:1Ul1on :JO-Tear loan wu noated, a nbo1diar7 of the hUo-.1 .llaAit 

holl4l.ing the iuue, 'l'he twl4a were 1111ed to .. et arrear• on the 

ro,..l&n clebt and to otrcctban the oouatrr'• f1naac ... 

1· In 1917, Batioul 01~7 .llaAit acquired tM holdiJICI of .. uo-.1 

Jll\nk otoclt ot other Aaerioaa baDitere. l n 1920, ONppolecl17 at tu 
•~~Ceeat1on ot the State Dwp&rt-t. the htioaal Cit,. .llaAit alao 

acquired the ebarao helcl 117 :rr.nob boulkero, tbna ob\atatoc oo~h•e 
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control of \11.11 iMUfttl.a. Ia 1,a Ule .a-t- .._ .. .._,'-' .... 

tM BaHI.I:A 11'-\Lia aliA £Mri- t.:ro• ill liiUl .. n NllrP!liHio 

s. ...noaa tor- •en -.b"'h .. ill l'ai.U ""'- 1915 'D\11 19]1t. 

clur1DC wlt.1oll tiM U1e val \e4 I taMe alate.Liel -\11'01 of ''- J01Ul-.1., 

o00110110 all4 f1•no1al llfl of Ule ona\1'7o ~\liloqjl alUM17 t.rooe 

•• ,.. wUbban Sa 19,-, £Mri .. ~ ill \M -••1 Mil f1Ma­

c1al Ufa of tbo ooaa\17 1\lll pen11\lo 1M .,s-1 II* of l'ai.U 

wa.~ , 111 19~. eolll \o \bo. Ba1Uaa 01..,_, lla\ a -.Jorl~ of 1\1 

board of diractora _., lie Alolr1-. "llll\11 aU Ae"b\1 owll \o aiUa-

of tM lJD1te4 Statea are npald.. 1M Aloin .. -lien Hl'"l'iac oa \lt.11 

boa:d are \o "be ao.S..\Il "117 \bo Alolr1au Joro1p Bol141»14en' Pn­

toctln Couaoll uol \be •\LI-.1 OU7 leak of ... York. !be lla1Uaa 

Gonmaent aleo IIC'"eo4 ''-' \bo •uoaal Jlolak 11 \o lie \be 1011 Ae­

pooltory of BaUiaD pu."llllo fwl4l aa4 1e \o ba"l'l \bo riF\ \o 1Mp10\ 

tM oolloot loa of oaato• of tbo lla1 Uaa 01-t. Ia or4ar \o 

obteill adopUoa of tbo 19~ tna\7 ealoo471Dc \bole pr0"1'111ou, \bo 

JJner1caA-protoote4 Prel14ea\ of BalU bo4 \o apel troa \bo 11&1\laa 

Coacren all aeD&tora who 111!14 oppoall 1\a raU t1oaUoa u4 rtrtuJ.l7 

appol11t """ 11\ t bo1r plaon who ~d. IIC'"II to "1'0\1 tor it. 
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1. Izt. UT" tile uo1D\ ro,al f.mq of "' ' 'n ~ 

utlact aa4 tile 1alall4 J.eci•1 e\oro ader t11o ~o ot .a.n-
111etiourln obooo a an k1llc lan4 Lhf=e, 'llbo l'llle4 -•u 
1890. :a-triac tllh ueo, .Aeori- 1&\orub 1a a.-u •ro np1&l,y 

dnelopl.q, .t. -ro1al \na• loo\- \be 'llll1W 1\a\oo 0114 
l!awa118A Oonl"'lMD\& _. dpo4 1a 1S75 PYlae lluaUu .,..r 
tree c\JT 1ato \be 'llll1\e4 1\o\oo, Wt\lu: ua. un \oa Te&n 

oupr oporh to \be Ula1\o4 1\o\oo 1aonaoo4 liT Oftl' '- \S.o 

and .AMrlcaa properl7 bolura 1a ~1 wvo auaothclT proo­

peroua. !b. 'Mol'bl q tantt .t.o\ of 1890, liT pa.U1ac ellpl' oa 

\ he !reo Uat , \boN'bT caaa1ac ll .. auu pluton \ o OOIIIPO\o w1tll 

t bo .. o! Cuba u4 J&Ya, -ood a ...,.N 48proao1oa 1a !luaU, 

lla4or do\o ot llo.,...'bor 20 , 1192, 'llll1\e4 1\a\oo 111ahiar \o Bt.•U, 

Stenoe, wrote, 1 !bo lo .. to •-r• of ~ plaD\&Uoaa aa4 

111111 ... ,,baa aot 'bean 1o .. \ban •12 111111oa, a lal'p porUOB of 

thie loaa falli.Dc oa '-1'1caaa rad41Dc hera aad 1a Oal1tora1a. 

Ullleoo eo• podUft -.area of roUat 'bo cr-ta4 Ule Upr&o~ 

U on of ~r proper\7 hare will COD\1au to &O oa. W1oo llol4 
ac tion b)- \ he UaHe4 1\a\oo will raocna \ha PJ'OPIM7 hol4ara 

troa graTa lo••••· ' 

2, On Jann&JT 12, 1193 an 'QPI'1&1ac acala•' \ha llawaUaa 
OO'reraaent ioolr: pl&H, 1J'poa Ule ro'j;ai of 1lla1 \e4 lia\oa lliaia\or 

Shnne, tile .t.aaricu DaTal T&oaal, •W Mil looaa at&U-" a\ 
Honolulu and wb.lle \be 'QPI'h1JIC ae 1a procraoe, aarlaee •ra 
landed. UDder \he pro\ooUoa of \he •r1aee, aa .t.eor1oaa 

orpnhe4 Co!S u., ~ l'ljbUo !l!t•V proolas-4 \be 4oatall 

ot \he llaaa11aa ~ u4 4eolaN4 t ho u:h\olloe o! a proYi­

tlollal ,....,......,., ._tu to .... of ua. ""toa with tile u.u.a 
Staiee haT& ll!!a JleCOUate4 aa4 JICI'Oe4 'QP0&,1 1-fla\olT, \loo 

.AIIer1oan a1nh\er abool'4a4 reoopU101l io \ha pr0Tio1oaal COftl'll­

lllnt, llhtor1aae ira&\ \hie NYOluitoa •• an .Aeor1caa oa\oJprhe. 

Ua1te4 Stat .. lliaio\or 1--• oatU.. \hie pol&\ of rlaw _. 

raterrtDc to ua. l .... re of \ha aeuluUOil u •:rav IU~ 
raepeo\a'ble - with,...,. llola a\ ua. laaa4.... P, 0, l-• 1o 

a nau.,. of loetoa, lluo!t ~-. po .. aeo1ac p~rt7 1&\oi'Oo\o 
1a \he 1olu4o aa4 a roel&Oil\ hero for _,. ,_..e. A 4alap.Uoa 
oonolo\1&& of tov .Aeorloaae ell4 - Bt.cl1._ ao thea _, \o 

•ohlacioo t o potUloa anao:aU• ot Ule 1olaa4e. !II& loe6tr of 
t hla 4alap.Uoa, Lorr1a A. !~.in'-, teooriloo4 l\o pupeoo u a 

deteaoe of .Aeorloaa p:npel'\7 rlt'l'e whioh Mil looo.- oo ~"A' \!a\ 

... 'it 1o ao 1oacor • olalple ..-eUoa ot poUUoel &4-tep '• 
\he thUW 1\a\oe or ot eherl• or .ju\lee \o a .-k utpllor 

llhloh the •thorU1M a'~ llaft 'o teal witlu 'lila\ 1\ lo 

a C(QeeU. lnol...S.C Qwe·nfo of \helr - 'llloe4 uA 81111-

ot \belr owa pNpW 'J, 0 
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1. :o..rtae t ho 7-.n 1195-1900 "~Vtow.a nnwr ..._ .... ,.._, ... 
aD4 u ouectilpna.a 'h Hot poU\loal blpllea\lou, lltala\er 

Cllal'101 Doa)T \oolt YicoNU '-' wn•MMot.J. ..... la - lftart \o 

cet t he oodnoo\ tor t ho Wvbw Pelplac (Pell:bc) llae tor -.n-. 
Be weot 10 tar aa \o •w·•• t.ba\ t.ba l'o~ Ottlae la Pelpbc lu\Jou\ 

tbt Cb111.tae NCOU&\or &\ ,.....,, to -\ee\ • .a....loa I I f 

reprdiac coaa\rw~\lo!' ot tho llae. lb-. .Da-1oaao loa\ t.ba •eebw 

Pei piac contnoot, ~ wore proldM4 \lao llulat...o.atoa -\no\, ~\ 

th!.a alao tall t11Jooa&!a . 

2. In 1909 l aon\arT box propoao4 •-t:ralba\1ea1 ot .,..._rl• 

rall<qJa )T 10114lac Clbilla - &"' _.,. to 1IIQ" all t.ba rail~ la 

llallelllria, 1aol'1141111 t.ba GlllaaH autera u4 \ba lla1lU. •enohartea 

mlroa4a. Oppooit1oa troa Jb&ad& aa4 .JIIpall pra••\o4 \hie. 

}. ParUcipeUoa la \ lao •lrw• rall ft!F loa ot 1911 ..U tlla 11UW 

8\ah a a racop1So4 -ll•r ot t.ba u\loaal '"nlrh& I1'01IP8 wll1all­

\c be lrDOwn aa tho Ooaaort1-. Dulac t.ba aep\1a\1ooa oYer \be 

Bn~··•c eoot noot, Praa14a\ '-f\ _, a paraoaal telocr- \o U.. 

Cll!.ae .. 1'\ller raqua\1Jic 1 acraal parUolpe\1oa )T .Aaerl- oap1\al 

u. tht PI'•-• rallft!F loa". Ia uplalalac We talacru to t.ba 

preas tlao Saora\C'7 ot 1\a\a 84-.4 aa oaa raaaoa tor .-.rt-
11leiateDOa 0 the tao\ \ba\ cana:ral .._.._. ot \be GhiUH o•\:ral 

..... ,._,;, .. ra 1.8'f'o1Yo4. !be lllll:nenc 1oM \ o\allo4 6 &1111oa poaab, 

\c lie obare4 ~ )T twz -•rt.••• iaol ...U.C \be 1Jalto4 1\a\aa. 

Interea\ waa d.atDlW ill JlaoMller 19~, qpnxlaaat al7 ou OGQOa 

a 7e&r bailll pa14 tbarut\v, Ia April 1937 \lie GhiaaH co•-• 
tADOUilCa4 a plaa t or unlolac \be loM oa • ...,.. .... llaah. 

4 • .llo&o to ""no'-rla tor parpoHa of~ rafolllllll4 1dla .. 

trial 4na1o,._t -. ,....tlahA la 1911 )T a t-power pwp, 

later Olllarp4 to 1D01114e .J..-a M4 .luala. !be Aaer1Ma '-Ita 

withdrew, bo..-..r, Wore \lao tU&J. ooa\rao\ ,... •l&aet la .lprU 

1913. '!laoir ri\b4rMal troa tho -r\1• \ooll: pl- l 1 r • 

attar a obaJ11a la U.. WahU.\lM, \lla1r ,....., tor ooa\lalul. 

IUpport hll4 IIJ'OQCb\ ao -uataotorT ~. !be pt6i r\ rapl7 

oa ll&rob U , 1913 pol.o\o4 ow.t \lla\ ~ oo'1141\1ou ot \lie loM -

\c 'DI to \oaoll 'ft'r7 -17 \lie ·tt•bV.Un 1a'J(K
1 U at Clblaa 

1taelt 11114 thia e&t1D1e\raU• toe• ao\ teal .._, 1\ ...P' - 'T 
111Pl1oa\1oa to lie a par\7 to U.O• oo'll41\lou. • A U't'U"ppiH la 

PG11q lie'- \lie wu- ..& t.t\ •t=tab,ra\loaa • ~· par­

tiCUlar polo\ ~~PPM" ..t.4sat. 
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I)' lah 1917 \be 1\aia hpU'U.t 11M IIP1a NYerae4 Ua 

aH1tu4o towarda \be ooaeoru- .-4 ..u.4 \be .t.a.rioaa lllahter 

to chiu \bat .a..noaa :pe.rttotpattoa wu 'betac faTOJ'Ul.7 ooaa14on4. 

J.!ter loDC aecoUaUou riUl \be J'nDOh, llriUell aa4 JllpOUM Oo.,.. 

eruonh, the Cbiaa Con..,rUa £crerTPt wu a!.cDM u Oo\o'-r 191!0 

nth tbe app&rellt tllllpport of \be Uah Depart-\, It h allep4 

tbat tbh ~ 1A aUt taU 1ll:r Ulo Ita to DoparU.t waa -•e4 111:r 

J.aorloaa WlwllliDCU .. to - Japu. aa4 the allte4 croup ..0 8441-

Uonal loaaa to Ohiaa rithou\ Aaorloaa parUolpattoa. !he coa..,,.. 

Utc1 axpire4 1A 1925 ritboQt harlllc axt8114o4 u:t loaae to Ohiaa. 

5· Ia tb.o period 191~ to 1921 hal 8, llotAeoh, PorloaA lliAiatar 

to Pelc10« , Wider l'r .. t4 .. t WU-, ...,_. -roue attorte to tlldliaoa 

.uon can capltalhh to -.Ice l ou• to Ohlaa. J'or the .,., part, 

b.o•en.r, the Porlcaa ftAaaolal oo-ntt:r ahcnre4 llttla bhroet 

1A Chlnaae 1-•· 

6. !he nhtaaca of aa Wlatable COTa......,t 1A Ohiaa baa raaulh4 

In tbe preeonce of torelp hoopa aa4 war neaala ta Chiaa for 

t he pro tection of forelp llTaa aa4 proport:r. An ouhtaa41ac 

o:tMpla of tho uea of force 1A prohottac torolcaora wu tho 

lll014ont at Soooa;r Bill , h!!lrtJICo Oa lluoh 2~, 1927 ••Uoaalht 

troope entered :l•nk'JIC• Doept to atforta of the Aaorlcaa ooa.U 

to obtaiA protaotloa fro• tho ChiAaaa athorltha, •auoaalht 

eoldlera becu to loot to rail" quarter. aa4 kille4 fl n foroliJlara • 

.1. r;roup of forelpere took rafU«a ln the 8t&114ar4 Oil CoiiPOQJ heed­

quarter• on Socoa;r Bill. lhaa tho plaoa wae at\ecll:a4, .berlcaa 

Md Brl tiah naMle 1A tho harbor threw a 'b&rnc• aroua4 tho plaoa 

and 4ro1'e awq tho ChiAeae ritb eoM lo .. ot lite. !he torwlpora 

were th ... e.--ate4. 

7. ID 1 te -.1 report tor 1936 tho J'orolp lloadholdora Protao­

t lve CoWicU aatbatee the 'O'aite4 Stat .. hol41DC• ot ChlnaH 4Dllar 

debt at $11 alllloa. \'hie 1Ao1udee a t5,500,000 laiQO 1A 1919 of 

2-year 'rre&OU,FJ aotea wbicb waat 1Ato dat.W.t 1A :loTrber of 1921, 

and a $5,500,000 hiQO of ~:roar \'reulu7 aotee 4ate4 1919, aot 

.PUbllcl:r oftare4 llllt tall:ea 111:r tb.o l'aoltlo DeTalopac\ CorporaUoa. 

(.Ueo l D datilult aiAca Deoea'ber 1921.) Ia .t.prU 1937 the Chtaaea 

Oo,.oroact CDOUJlce4 a plc tor HI'Tlctac tlae pabliol.7 ottere4 

loauo oD u ad,3uate4 'b&da. !he .. two letllllae aa4 tlae "'*""' 
rail-., loaa ot 1911 ara tb.o oal.7 Chtaaaa con......,t MOUJ'ltl .. 

aonuouci 'b:r the J'ora~ lloa4bol4on ProteotlTO Couoil u 'MI..IIc 

offered aDd belci la tba Ua1\a4 ltatea. 

~28 
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Apr1l 14, 1838 

roJl !HE BOU'l'WI 

lome tiae ago you aeked tor a atudy ot bol'J'OviAg 

power ot thoee GoTernaent ageno1ee Whoee ob11gat1one are 

outa1de the tormal publ1o debt l1a1t. I have reoe1Ted 

trom the Legal D1T1e1on and trom Aooounte and Depodte 

a oompl1oated ae~ ot aater1al whioh aeeae to ind1oate 

that about t~,700, 000,000 oould be borrowed by agenoiee 

empowered to 1eaue th.e11' own obligati ons either With or 

without the guarantee ot the Government. Moat ot th1a 

borrowing power ia 1n the R.r.c., r.D.I.O. and the 

U.S.H. ~. 81noe theee ageno1ee are not eubetant1ally 

indebted t o t he Treasury, the only way they oould aid 

1n ourrent GoTernment t1nano1ng would be to borrow th1e 

money on the11' own obligations, leave 1t on deposit 

with the 'l'reaaury and, 1n etteot, lend the money to 

the 'l'reaaury by allowing the freaeury to uee 1t tor general 

GoTernment expeneea. 
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!»U Ill'. SecretelTt 

FI:DI:ItAL RESI:ItVI: BANK 

01' NawY011K 
lprU 14, 1939 

Despite three or foUl' WMka of reoau1on i n the atook .u-at, u14 

coaUJII&l war aoarea, tba n.w aeour1 U.a -.rat bu ban 81 'f1llc a ratllar pod 

ac~ ot 1taalt. It 1a true that tbraa 1-• bua bean poatpoDacl- tba UIU'4 

ot $171 ,001000 Port of lew York llatborltT bonda, a lart• re1'c!.ndiJic operatioa liT 
t.be o..Uneeu Power COIIpNIT ot C&D&da, ••t ot 111d.ob -. to be oarriecl out 1a tile 

low Jorlt -.rat, am aa •mbenl" ot preferred atook ot tile CouolldaW .. , 

~o Llght and Poeer Ca P'IT of Balu-n tor prehrred &took C1U'171D1 a 

loftr l!i'lidelld rate. leYutbel .. a tbrea oorporate 1&-• ware -•ahll.T 
tloat.d t.hia weak, 111d.ob raiaad •ra nn oapit.l - t4l,soo,ooo - tbaza bu 'bee11 

railld 111 tat:r one -k at.. l.ut October, ul4 tba two otferillp DOW opaa to 

ltookboldarl of the !ut.an lodak ul4 C-.IIWWl.tb .n- Coaptnlaa ara rapartad 

to be progr.aainc eatiafaotori}T. 'fba IQooau ot 110at of tbil fineM1111 -:r ba 

attrlbltad to tba taot tbat Mrioua ..rat wakneaa baa not u:tallded to tile 

b!gbeet end• boDd -.rat, 'llllt - ra.pti'litT 1a bailie abon, too, to gnde A 

boDda alld to priaa -n atooka. 

!he 110at oCDap1cnaoua}T -••1'111 operation tbia week w.a tba aarkat-

111& ot $4010001000 of Tau Corporat1o11 debantwoe 3a of 19S9 at 101, 'fbe IIJIIdi­

cate IOld tbe 11 .... tba firat dq, aDd it baa been quoted at a 'IU7 .all pre-., 

Tbouch,ratad Aa liT llood7'•• debentures raiaiq 20-;raar nn oap1t.l 71ald1ni tba 

lmtator about 2.93 par-t are~ ot •trona d-nc! at laaat tor hiP 

cnda 11-•· Ia eclditioa, hoWftl L otfariJICa of $3,800,000 Waat Coaat 'falapllna 

COIIPIJI1 tirat _.tpp 4a ot 1964, ~.soo,ooo Pb1Uppine LoDC Diatame 'falapho• 

CloapaQr first. IIOl'tca&w 6a of 195), and tba two larpat amio1pal awarda <lar1DC 

t.be tirat part of tbil wek are all reported t o ba.,. •t witb a good r&Mptioa, 

llllicipal bolld awarda tbil -t rapartad up to to4q tot.lecl a'baat $10,000,000. 

The !aatau lodak Colll)eiV' &took 1a now quoted 1n the urkat about 18 

pcillt.a abo.,. tba priaa of tba 11ft ottarilll, tl27.SO, and tba c-.~tb J:diaca 

~ 4abeaturaa are at111 at a S 02' 6 point PI' i•. lla.rr1nc aa , .. 1..W 

t-an tor tbe worM, it ta upeotecl tbat atookbol4ara wUl t.eka up u.at all 

tla .. h-·· 
ll.r~ ; I l'l'" ~ 

IIIW""""Ja l'li~T 
p<•-.f .. lo. .....0 

...... IC ..... _ 

:::;,. Bear7 lori'Uitbaa, Jr., 
..... ~-of tile ~. 
~.». o. 
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mur: Hello. 

Open tor: 

HJ&Jr: 
Pruton 
Delano: 

!OUr: 

D: 

I!IIJr: 

D: 

KILTr: 

D: 

HliJr: 

D: 

HIIJr: 

D: 

Ill". Del&Do. Go ablll4. 

Hello. 

Good .oml.na, llr. IIOJ'It.u'7. 

Row are 7011? 

I'• pret.t.;r aoo4, ell'. I u•• t.ho11 11\t.ll'a, .a 
Nq t1al a\ ;rovr OODYII111DOI 0 I t.hoapt WI ldPt 11\ 
down and d1ec1111 \ha e1\uat1oa. 

You aean ~ letter• troa ••••• • 
• The Federal Reeer'll and troa Leo crowle;r. 

Uh-buh. 

Bear1na oa th1a t.hl.na -- {ou r•eaber, we 
etep wae to olear that le ter w1\b thea. 

Yeah. 

I 1 YI ra1eed eoae q~~eet1oae -- I t.holl&ht 1f 7011 oou14 
&1•• Ill". HII.Dee and 11;111lf a few a1alltee . 

Well, I'•• sot a croup ooas.na at D1De-th1l't;r aa4 the 
t1ret tree 111aute I ba'll -- ;you're so1DS to be 1D 
all~~ 

Yee, ell' . 

l!IIJr: o. 1. I'll be oalll.na ;rou. 

D: Rl&ht. 

I!IIJr: '!'bank ;rou. 

Regraded Unclassified
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J!IUr: 

Operator: 

l!liJr: 
Jnat 
Jonee: 

l!liJr: 

J: 

HliJr: 

J: 

HliJr; 

J: 

l!IJJr: 

J: 

Hli.Jr: 

J: 

J: 

Hl.tJr: 

J: 

toUr: 

Hello. 

Jlr. Jonea. 

Bello. 

Hello • HIIIU7 • 

How are 7out 

jp'11U,l838 
lhl7 •••• 

143 

Jeaee, I don't knOw ~nether 3ou'ye had tlae to read 
t.he Wew York naea, the etorJ about. a -.n b,J t.he 
naae ot Waueraan 11ho le goln6 to bu,r up all t.he 
Englleh and French et.ooke wlt.h -- wlt.h the help ot 
7our t1nanc1116· 

Waeeerman? 

Yeah. I have not. 
Well 1f JOU would re~d 1t and t.hen after JOU

1Ye read 
lt tid appreciate 1t., 1t you could throw the etorJ 
down. 

Yeah, I will. 
And I' 11 tell you wb,J . J'or your own YerJ contldent.lal 
1ntormat.1on , we're 1n the prooeee ot dealln6 dlreot.ly 
wlth t.he rrenoh and Br1t1eh treaeur1ea. 

Yeah. 

On thelr eeour1t1ee. 

Yeah. 
The -- we Juat lat.e laet nl&bt got a cable ae to 
whether 1f they pooled thea oould t.he7 borrow money 
on 1t. 

Uh-huh. 
All4 -- and I ha4 J'ole7 look lt up. It he t.hlDJI:a 
lt.1 a poaalble, an4 aa .ooa ae he g1Yea ae a rullD& 
I waa SOlD& t.c &et. 1D t.ouoh wlt.h JOU. 
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J: 

l!)IJr: 

Jl 

l!)IJr: 

J: 

!DIJr: 

J : 

!D!Jr: 

c J: 

HUJr: 

. 
J : 

mur : 

J: 

lOUr: 

J: 

HUJr: 

J: 

( HllJr: 

144 
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Yeah. 

But " 1 re 4o 1JI& it between pvel"'llleelt.•. 

Yeah. 
ADd I'd-- I'd llke -- I would appreciate it. if you 
would thrOw that Waeeer.an etorJ down beoauee he 
-- det1n1tel7 •&~• here they bad a rough outline 
which would involve t1nano1al backlna troa the R.F.C. 

Yeah. 
And 1t would g1ve -- he keepa aent1onlnS R.r.c . over 

and over and over agaln. so •• ••• . 

I'll be glad -- I auat do 1t, becauee he c81De to aee 
me, Henry, and I -- I turned h1m down and aa1d, •wo• 
and aa1d everythlnS 1n the world •. • .•. 

Yee. 
. • • • ••• that I could say w1t~out --well, 
the man but a fellow -- aoaebody made an 
tor him. 
Well, 1f you would throw 1t down 1t would be helpful 
to ae • 

I ' ll do 1t without tall. 
Thank you. ADd then, aometlae during today or tonight 
I'll be getting 1n touoh with you. 

All right . 
Becauae -- a a t h 1a tb1ng progreaaes, becauee -- we're 
doing everJthlng we can to -ke arranseaenta t o keep 
the aarketa open. Th&t'a what we're trying to do. 

Y ... 
And, aa I say, thU cable troa the Brit1eh onl7 oaae 
1n late last n1ght. 
Put .. down when you can. I want to have a talk w1th 
)'OU. 

I'a anx1oua to talk with 7011 aliiO. 
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J: 

!IILTr: 

J; 

!!lJJr : 

J: 

lClJr: 

( 

- a -

so J uet. -- 11 70u WS.ll p11t. t.llat. 4o111l J uet. aa 800il u 
you oan ._,I'll •••• •. 

I'• eorr'7 -- I -- I wou14 ban •lled earUIIl' 'lla I'" 
belA world.n& 4&7 and nll)lt. on t.hle t.hlD& an4 tJw 
Pree14ent. haa been preee1D& ae Ylll'7 hard an4 I juet. 
hann't .. en an7'bo4,J other than Juat worlr. on t.lala 
J:uropean th1n&. 

All right., thanka. 

But you w1ll -- whenner - - I w1ll be g1Y1n& 70u a 
call t.oda.Y or t.oaorrow. 

All r16ht, t1De . 

Thanlt you. 
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l!IIJr: Hello. 

operator: 

HMJr: 
.u-thar 
troclt: 

HUJr: 

(: 

!!I!Jr: 

K: 

HI!Jr: 

K: 

HUJr: 

X: 

Mr. [rook. Go ehe.A. 

Hello. 

Yea, air. 

How are 7ou? 

All right. 

Arthur, 1n the fir at place, 70ur bo7e -- eYeJ"1bod)' 
treated me be&utifull.J 7eaterdar on the atat•ent 
what we wer~ t.r)'ing to do •••••• 

Yee. 
..•••.. to keep the marlteta open. 

Yee. 

~nd I -- I mean, I -- and then your people up 1n 
New York went ott on the deep end on thia Waaeerman 
atatement and -- the inYeetment trusts. 

Yea. 

HUJr: Now, I talked to Jeeee Jonea and Jeeae eaid he'd 
like to thrOw down tbat atetement that appeared on 
the front paae in toda1 ' • T1mee . See1 

X: Tee. 

RUJr: I don't know whether you've noticed it. 

K: Oh 711, I read it with great care. That-- tb&t'e 
Jef'T7 Frank 1 I 1tol7 . 

KIIJr: No, I -- I '• tallt1116 about -- well, JerT7 Frank all4 
Waeeerun. 

X: Ie1 , that'• r1ght . 

RIAJr: Well now, t.bat ien't 1n the wood at all. 

11:: len 't. it.1 
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IIJIJr: 

It: 

l: 

RIIJr: 

JC: 

HI!Jr: 

K: 

JlUJr: 

JC: 

mur: 

It: 

HL!Jr: 

147 
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I\ 11 DO\. All4 I ,Ju\ t.allte4 \o .Tonee, &1111 I ·-
I '• qu1t.e IIUl'e lf JOil eell4 e0111bo41 aro11114 u w1U -
he ea14 lle14 l1ke t.o t.llrow t.llle et.at.•eot. 40WD all4 
t.llrow 1t. GoWD llar'4. 

Iee. . 

Now what. 11 1n t.lle wood 11 Juet. what. I t.ol4 t.lle bOJI 
yeet.erday off t.lle reoord. 

I eee. 
And whAt. we're t.1"71rl6 t o do 11 t.o do eoaet.h1ng 1n an 
orderl.T we:s and all t.he asenoue are work1.ns together 
and 1f t.be Ensl1eh or t.he French read t.h1e t.h1n6 t.lleJ 
won 't. understand 1t. . 

All right. . I - - we -- we 'll get. it. et.ra1sht.en~ out. 
t oday then. I'll hAve eomebody go to eee Jonee and 
if there's &n7 obeok1ng needed with you-- I -- he 
can ••• you too. 

'1nat • e right. 

All right. 
I ' d appreciate i t becauee you people -- the people 
up i n New York did go ott -- Waeeerman sold thea a 
phony ~111 of goode. 

I eee . 

Bee? 
I •••. All right, Hen1"7, I will check on 1t and set. 
et.art.ed on 1t r1ght awaJ. 

Than It you eo much . 
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!IIIJt: 

oPerator: 

!!!AJt: 

0 : 

HliJr: 
Edward T. 
Taylor: 

H11Jr: 

T: 

l!!JJr: 

T: 

!U!Jr: 

T: 

Hl!Jr: 

T: 

HllJr: 

T: 

He1lo. 

congreaaaan ~lor. 

Thank you. 

Go ahead. 

Hello, Ur. Taylor. 

Apr1l 14, lSI~ 
llalS • ·•· 

!48 

Hello , Ur. Korgentbau -- Yr. Secretary. Say, I 
ca1led you to aek you about a matter -- eome informa­
tion that you have down there that I thought would 
be belptul to our investigating committee ot the 
W.P.A. 

Please . 

And becauee you were engaged, wby I talked to Yr. 
LlcReynolde. 

Did he take care ot you? 

Why yes, I t hink eo. Yes, and I had Yr. O'Neill, 
a member ot my sub-committee, talk t o him about 
some -- some data there, and I - - I'd l1ke to bawe 
you speak t o him and eee that it.'e -- see that it 'e 
all right. We want to avail ~ureelvee ot all the 
autbentio information we can, you underetand, and 
and personally, whY I want to be able to make a 
report that will be helpful. 

Well, Yr. Taylor, anything that the Treaeur.Y -- we've 
got, we'll give you. 

Well, I appreciate that ever eo much. Ae a matter ot 
tact, you know, there'& - - there'• ettorte to ha8P 
string and eaear ard d1aoredit a oouittee all over -­
going on .ore or leee all the tiae, and I'a endeavoring 
to steer ae clear as poeaible ot that and to -- and to 
get at aoae reall3 constructive intor.atioo it it'a 
posdble. 

Well, I'll tell KoReynolda right away that -- to give 
you a hundred pe.r cent cooperation. 

All r1ght. Thank you every eo auch, Yr. Seoretsry. 

'!'bank you. 

lllaola obl1&ed. Ooo4 ~·· 
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API'lll4,1N8 
UtU a.a. 

RJUr: llao . 

lloReynoldt: Y .. ? 

!UIJr: 

II: 

~r: 

II: 

I J uet talked to CoiiSI'eaaun 'fallor of Color-do, 
and he wanted me to tell 70u, wh1oh of oourae 11 
unneoell&rY , to 61Ye h1m a hundred ~ oant 
oooperat1on. 

Oh : I 1 11 -- he J uat talked to me . 

He 1ald he d1d. 

And 0 1Jle1ll a lao, wbo 11 the head of that 1nY .. t1s&tlft& 
oou1ttee on 'f.P.A. -- and I al1o talked to h1a - -
from h1e off1oe. He wanted the cop7 of the -- the 
-ter1al that we dUB up on that 'f.P.A. atucS,J a 7ear 
aao; he knew about that. I t old hlll 1t wa1 1n 11ne 
w1th the President'• reque1t1. 

Well, let me 1ee -- we 'll talk about 1t later, llao . 

0. IC. 

0. Jt. 
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lOUt: 

operator: 

HUJr: 
Jeroae 
Frank: 

l!liJr: 

1': 

i!).[Jr: 

F: 

llliJr: 

F: 

H!Ur: 

F: 

HliJr: 

F: 

HI!Jr: 

F: 

HUJr: 

F: 

RKJr: 

F• 

Hello. 

llr. Frank. 

Hello. 

Hello. 

llorgent.bau. 

Yes, Mr. Seoretar.r. 

Apa-11 14, 1831 
lll41i •••• 

It 'a terribly nice ot JOU t o ha't'e written ae that 
letter, but it ••• unneoeeeat7 . 

Well, e1r, I telt it Yer.Y deeply. 

!SO 

Well, I appreciate it, and Ed Foley is in here now 
and I gather that between 70u and Jones and ayeelt 
I gather we've made the New York Timee a l ittle ill. 

Yes, I think eo. And - - our boys tell me that there 
were three denials yeeterda¥ before the story wae 
printed in the hands ot the New York Times. 

Well, t.bat -- that'e outrageoue. I mean, that the7 
ehould print it atter thoee den1&le. 

Inexoueable. 

Yeah. 

I - - I al.eo called waeeer'8&11 and sa•• h1• 
hell. 

Yeah. 

And he ea1e that he'• ieeuing a denial. 

Well ••.... 

But -- but he got an approbation. 

He'• -- he'• a third-rater, 70u kDow. 

Well, .rou kDow, I aet bla t1ret through H&Dr.J •naoe; 
the7 &J"e ••r.r oloee, aD4 he 1e an 1ntereet1n& tallow, 
but pi'I'Uloua aD4 he talked to ae about th1e thl.JI& 
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an4 I .. 14 -- a tn 4Qe aao -- m4 I ea14, -..u, 
1 t '• a nr.y oo11plloat..A p:robl•; I -- I oan •t eq 

Ul7t.b.lD& a'bcNt. lt. It lD"tOl't'ee an expendlt.ure of 

GoYenwent fuDill &nd t.hat. 1 I DODe Of 0111" bue1DIII 

here. • Then he called .. an4 alked ae whether --
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1! the •- York '1'1&11 oue to eee .. -- &DJbodJ" t:roa 

thea, I would talk to thea ott the reoord. And I 

eaid, "Well I'll talk to &DJbodJ" about an7~, 

but I-- I don't particularly care to.• He wae 

told by thea, he cla1m1, that they -- they twloe 

contacted me ye1te~, whloh 11 a coaplete tal•e­

hood. 

IWJr: Did you talk to lrooll:? 

F: Ro, I tried to get him, but he'• out. I'• t'Qlng to 

get hlm now. 

HUJ'r: But I called him th11 mornine; and· told him that it 

he would call up llr. Jonea that. he would tell him 

that. there wae nothing to it. 

P: Yea. 

mur: Well , I think between the lot ot ua -- we'll moat 

lill:ely -- beck in the real eetate notice get a little 

two inchee ot denial, moat likely. 

r: 

Hl!Jr: 

r: 

Hl!Jr: 

r: 

R!AJr: 

r: 

I!UJr: 

Yeah. Yeah, i t 'a very likely. You know about the 

1tory ot the man who'• name waa printed in the death 

ooluan and obJ eoted and t.he next day t.hey printed 

hie name 1n the birth column. 

(Laughter) 

!hat'a the way thie will be. 

Well, that'• -- now loot, aometime between now and 

Saturday night I want to aee you people. When you're 

ready -- to taUt ablut - - it you've 11&4e up your a1nd 

how you're going to handle the exchange. 

Well, I ' ll oan•••• it with the other co .. ieelonere 

and then let you know. 

Will you? 

!ee, indeed. 

An4 41d E4 -..u you about the ••••aae we aot t:roa 

lqlandl 
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JOUr: 

F: 

tD&Jr: 

f : 

fQUr : 

F: . 

HKJr: 

r : 

HKJr: 

JDUr: 

f : 

HllJr: 

F: 

HllJr; 

f ; 

-·-
... 
Well, .. p\ a ••••oll fl'oe tlala - t.Jale lat -=­ooune, n17 ooatlleat.s.al aa4 ua.,- waDte4 'to • 
an4 t~~at.'• aat. 1111•et. .. biD - t.Ut 1t t.W au 
t.au o't'el' t.Jae etooke, oouiitl.,- 'boi'I'OW -• tNII u 
-- ooul4 t.he Go't'll'lllleDt. pi'O't'l4e eae .., to llll4 tlaaa 
110ney -s&1Det t.he et.ooka lt tu.r took til• O't'el'. 

Yeah. 

And then -- ba't'ln& &at. that. 1a t.e laet. nlaht. and t.hen 
t o "' t.hle Wa11e..-n eto1'7 t.h11 .om1Jia, u.wrall7 
I wae upllt.. 

Y ... 
But. the Englleh ha't'e aeud ua that 't'e'Q queatlon, 1111d 
14' • worltln6 on that no•. 
Yea. 

~ether lt la legal, under the Johnaon Aot., tor 
they ueed the wol'4, 1t they eat. up a at.raw an, 11 
what. they aald. 

Yea. 
Could they borrow agalnet. t.hoel at.ooke rather than 
11ll1D& t.h•. Wall , that. would be p.tect., wouldD't. 
U.1 

Iee. 

Huh1 

Iee . 

But we don't. need Ml' . taeeeraan. 

Wo. All 1'1&ht., thank pu ••r.r aoh. 

Agaln t.hi.Dk you tor Wl'ltlD& t.h&t. let.t.el'. 

Thank you. 
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April U, 18~ 

(aner reWI'II troa Oablnet;, 
whioh wu held tOdiiJ troa 
12 t;o 1 to pera1 t; Pree1deM 
t;o go to llount Vernon t;o 
aake an addreu) 

I got an opinion from the AttorJWT General. 
(!o llr. lloRe7nolda: 1fe are to let the State Depe.rt1111nt 
know thet we have auoh a ruling and ther should give 
hal7 30 da7•' notice.) 

I brought up the queet1cn of coal and 111aa 
Perld.na aa1d anrb~ oan get; all the coal ther want. 
I eaid we could not, eo the Preaident said we ehould 
contact Kiea Perkins. 

'l'he Prea1dent said the Bureau of the Budget 
had recommended that all lending agencies be trane­
terred to Hopkins. (To Mr. KoReynolda: I want to 
know if that ia eo.) 

Construction of public buildings to be trans­
ferred from Procurement to Public 1fcrke. Can the 
Preaident create a new department of Public 1forkat 
(llr. KoRe7nolda: Jlot a depart1111nt; I hen talked to 
Dan about that . Hll,Jr to Mr. KoRernolda: Let ae know 
about that. ) 
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AprU 14, 19)9. 
91)0 .LX. 

Jbo. JlaDn 
Ill'. Blouatl 
Jbo. Duffield 
Xra. nota 
Jbo. Gaaton 
Mr. •·gtll 
Mr. llboup 
Mr. Tiner 
Mr. XoRa;rnolda 

Yell, genUeaen and l..adT, wbat . I P t1'71ng to do, 
and toriunatelT w 1Te got plent1 of U.ae, h th1a. 
I thinlt the 8eoratal'1 of the !reUDl')' ahould onoe 
110re, and 110at lU:el1 tor tbe lut Uae, briq 
to the attention ot Congren what I tb1Jik, aa 
tar a• the 'l're&lllll'T ie oonoerned, 1e the one big 
1101'17 the people baYe got, and aleo that theJ 
haTe Jut oauee for th1e 1101'1"1· ADd that 1e1 
1n what d1reoUon h th1e OOIUltl'T hea4ed ae tar 
ae pub11o debt and 4et1oih are oonoernedt 

RobodT oan ...ork out a pol1o1 on that exoept 
Congran, but I do think 1t ie .:, obligation to 
point to Congren tbat there 1a no polloy. 

ICow, I 1 d lU:e to sake the opening pari of •7 
etat•ent - I aean 1 1Te been th1N:tng about th1e 
and I'• not being d14aot1o about it; I aean 
that 1 a the idea of haYing you people here to 
d1eouee th1a - blat aner haYiDC tlloupt a lot 
about tb1e thine, I thinlt that the open1.DC 
pari of th1e 1tateaent ahou14 be laying down, 
po1nt1q the way to Coqre .. a• to a filoal 
polioy, 10 that tbe 11&11 on the etreat know 
whether thie AAatnietrat1on bae a fieoal polio,. 
I don't - and that if w oan get b1lt to be11oYe 
that we ba•• one, Yia Coqre .. , and get b1ll to 
atop 1101'1'71ng - I think that 1a OAe of the 
bi~t~~at dlterrente Wb7 people won't ~t their 
IIOney ill to Ylllture lOIII acm.e I • 

After w baYe laid doWl tb11 fieoal po11oy, then 
I think w oqbt to take up the ~~U•Uon of 'ldlat 
w oan do 1n the tu etrnoture 11b1oh wi.ll look 
tovarde a belalloed 'bll4pt, reU~t of eM 
debt; &114 theA take v.p tlw queeUOA a110 of 'ldlat 
are the tu 4eterrentl wbioh ltipt be r-Ted 
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1A order to pat people to work T1a the ohalulel.a 
ot pr1Tate 1D1t1at1Te. 

low, that'• the 1ra7 I r .. l u ot thla 1101'1l1.q. 
•ow, I tate 1t eTertbodT 111 the rooa baa aeeD 
th1a ~at ... nt. 
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Dutt1tld: Juat barelJ'. 

! .II.Jrl llbaU 

Dutt1tl4: Juat barelJ'. 

B.X.Jr: And I'd lUte to au baok and lhten. AllJ'bodJ' 
OaD talk that Y&Dh to. 

Dutt1eld: MaT I - it J'OU are thl'ouab •...••••• 

B.II.Jr: Yea, 4et1A1telJ'. 

Duttiel d: ••••..•• • tell J'OU one trouble we run into whee 
we t17 to approaoh it troa that point ot Tin. 
Right ott on the tieoal polioJ' angle, and there­
tore ript in the tirat ot the etateMnt, we run 
into the queaUon, 1dlat ue we soiAC to do about 
the 1110 tax• atate .. nte ot tha reout paaU ~ 
tieoal polioJ' aa aurgeated in all ot the drana 
eo tar oalled tor aoae additional taxea. 

B.X.Jr: Wel l, I oan answer that one; at leaet I 111 aake 
a bold afton. I oould interpret that atateMat 
that the Preeident llade ae 1 no new taxaa aa of 
th1a eeaeion. 1 

Dllttieldz 11o that aDJ' aaa-etiona 1A here tor aatah &114 
1aoo• taxea would not be euggeat1ona tor enaot­
aent at thia aeaaiont 

B.M.Jrl Well, let ae put it a little b1t 41tterentlJ'. 
I thiAk U eo happana that what I aa 101AC to 
a&J' I thiak 1a cood pol1tioa, beoeaae 1t 1a 1004 
tieoal poll OJ'. I reallJ' thiak that people are 
Juat1t1e4 111 be1q wrr1e4 about llbat wa:t 1a 
thia AdalniatraUoD beiAS headed aloq tieoal 
ohallnala. low, I th1Ak w'Te got to la:t don 
1dlat theee people oloae to .. th1Dt 1a a coo4 
thoal pol1oJ', &114 1t 1t allould blippeD to ru 
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oontl'U'f to eoae etat-nt that the Prea14ellt 
llade, aner all he 41d ohaqe hle a1JI4 td.thla 
tbrll .... aD4 ha a1ah1 ohaDp 1t apiA. All4 
u 1011 people II:Jiow - I thlllk .. _, there oa 
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a tu .. da1 an4 hi eaid ha natecl ~ llloreaee tha 
eooial eeour1 t7 taxee and Oil !lmre4aJ' he wu 
Y1llllla to - eqg .. tecl that we c~:re •- alter­
nat1n plane, and .ubeequent17 he told Bob Douptoa 
no iaoreaee 1ll the eooial eeour1t7. llo it hi OIIJl 
change three till .. Y1thlll e1x .. u., there'• DO 
reaiOJl 1fbT, it YO thlllk 1t 11 goo4 eound t11oal 
pol1o7, we can't 1&7 1t don, preent 1t to h1a, 
it we all are 1ll acre-at atterwarde, and thaD 
it it doe1n1t Jnet haPPID to Jibe aatbe he 1ll 
giYI ill. 

I aean I 1a thlllkiDg about it, and tha .,re I • 
t:hillk of 1t - and ap1n I Juet eort of want to 
h&Ye eoaethlag 1ll llJ' Yilt pooltet ill oa81 ha 
lhould tell llr. Johnn7 Hanel and llJ'IOlt that .. 
41dn' t lr.Dow 1lba t: wae good poli t1oe, 10 I alltecl 
Kr. Parler to write the tortr-eigbt State Cbair­
aen and gl.Ye thea a oop7 of •1 1ooial eeour1tr 
1tat•ellt and aelt it ther thought it wae good 
pol1tiol. We h&Ye gotten anell'llrl h'oa thlrt7 
of thaa and ther all th111lt 1t 1 1 tha beet th1q 
that '• hlppenecl and tha7 are all tor 11bat thq 
oall reoouendat1oll nuaber t our, 11b1oh 11 no 
inorea1"d tax11. low, th1rt7 of thaa haYO oo•• 
in. low, it State Chairmen don't know wb&t 
polit1oe are, oertainl7 JOU can't expect •• to. 

And I t:h1Dlt that - a1 I 1&1• I don 't: want to 
et:re11 tha pol1t1oal end, but I doa1 t 111 .tiT 
an7bod7 mould rillt hie .,DOJ' on a loag-tere 
baeh it ha doeell't lr.Dow what tha OoYernaent 11 
own tieoal polior ie. And doee that ••••..••• 

Duttield: Yee, 1t doll. But lhould .. eqgeet ill th1e 
1tat•ent that tha treataeat of illOOM tax11 
and 11tate taxee be h&Ddlecl at th1e eeelioll, 
Juet to be epeoitiot 

H.X.Jr: I wouldn't Ull the wordl 'th1e 1111ion.• I 
thllllt I would - ap1n I '• ane .. r11la JOUr quii­
Uoa - I Wuld a44rell llJ'IOlf to 1 t:h11 Ooapoell, 1 

Regraded Unclassified



Duftleldt 

B. li,Jrt 

Du!!ltldl 

B.K.Jr: 

Du!tield: 

B.IC.Jr: 
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vb1oh dte tor tow flal"'. I -u a44rlee 8TIIlf 
to 1 th11 Oollp'lee, 1 to 1~ Oollp'lee. 1 

I would lUte - I don 1 t II:Dow wbiUIIr rou ftllt w 
d1l01111 Ulil DOW aD4 '-kl J'l)llr u .. , blat I Wul4 

Ukl Te1'7 •oh to heTe u ezpreeeion tro• ~ 
people 1D the group ae to whether thlf th111k a 
eound t11oal poUor 11 to call tor ~~~ taz 
inoreaeee. 

Well, if J'I)U 4on 1t UD4, before wept thet I'd 
Ulte to talk in terae of ph1loeophf firet. 

tllre. 

Do the11 pntlnen thet &1"1 here th111k what I 
ea1d - doe• thet aalte eenae, eeet 

hrelr. 

Ie thet what ther th111k 11 •r firet reepondb:I.Utr 
•• far •• do11eetio reooTe1'7 ia oonoerne4t Ie thet 
111 tirat reepon•ibilitr or ien•t itt I'd rather 
a4drlll IQ'Itlf to thet firet, '"• and not •• ••••.•• 

And, th1e being t1eoal, ud not hertng had ~ 
ohanoe to d1eou11 it, it Jake doeen 1t aind I 1d 
111te to alit h1ll if thet 11 what bl -.ould 111 11 
111 nlmber one reepondb1l1tf, or 11 thet one ot -
or nu'ber t-.ot Ou&)lt I ae Seoretarr ot the ~rtU'CU'J' -

rou ( V1Der) heTe 10 ott en talked to ae - a1 111 
reepondb1l1tf, do rou ~ I oupt to do thett · 

Y11, I th111k J'OU owdlt to. I thlllk 1t il a dutr 
ot the financial othoer ot the Oonruent to 
ezpla1D a• 'be1t bl oan tbl poUor ot the GoTern-
aent to the publio. And the 110re fOil do thet 
1011et11111 the harder 1t .., be tor rou, but the 
greater 11 the ""iOI rou are 1'11141r1DC to the 
publ1o. ~ pubUo hal a right to ltiiOw. And 

I th1nlt th1e M•tnletraUon on ~ wbole hae -
well, I heTen•t ooapare4 1t With othlre, 10 thet'• 
untair - but on a nuber of th1Dp, beoau11 ther 
di4n1t heTe to, ther didn't ezpla1n to the publlo -
reallr apla1n trallklr Juet w~ tbll1 were 4o1DC 
oerta1D "' np. I thlllk ~ public hae the rlpt 
to ae &'004 u ezplanaUon ae oan be uAe. ~ 
GoTe!'DIIent neTer ltnowe - 4oeen1 t alwar• know 
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Tiner: 

R.M.Jr: 
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tu1l:r Ju~ ~ 1~ 4oee th1qe, ba.t ill 110 tar 
ae 1t can tol'lllllate 1te OWil tlllllkl.llc, 1t hal 
an obliptlon to let the Pllblic know. 

! 59 

ADd or411la1'1l:r, it the pU'tlee U'l tl.lrl;r eY~ 
balanced, 1t 11 toroid to explaln u 1ft the 
proceu of getting the lellelatlon enaoted or 
executlDf the pollcr; but when 11: 11 ae etrong 
ae thll Jl•tnidrat on wae 1101t ot tbeee :reare, 
11: 4oun1t heYe to do u, and Yer:r otten, I 
thlnk, thle ~illletratlon hu not real.l:r told 
the publ1c 11b;r. ADd the .,re the otticere feel 
obliged t~ "do it, I thlnk the more the:r are 
carr;rlng out a ballc obligation. 

5o I .. all tor :rour tr;r1ng to tor.ulate lone­
run polic:r tor the Adalnietrat1on. I aleo thlnk, 
hovenr, that there ought to be clearlng ot the -
I beUen ~eelt that . 11: 11 i~aportant that an:r 
,.,., nt nratlon epealt v1 th ae UDit114 a Yoice u 
1t can. 

Nov vb&t do :rou .. an b:r that' 

Well, that ien't v1th epeo1t1c reference to 
thle eta t-nt, but in general I 1d eq that 1t 
:rou deUYer a etateMnt there ousht to be full 

clearance vlth the Pree1dent beforehand. • 

Oh. Well, there vlll be. 

!hat ' • a routue, ot oouree; I eappoee 1t would 
come in an:r caee. But ae tar ae poee1ble I 
thlnk the Ada1n11trat1on ebouldn 1t han ccntra­
d1otor:r etateaente. !he next dq 1011ebod:r elee 
ebouldn1t ooae out ••••• •..• 

Well, that'• a d .. oorac:r. 

I th1l1k 1t 11 not •erel:r 4ell0crao:r, 1t ie a 
badl:r operatlng Oablnet. You eee, the Cablnet 
or eo•e euoh thlng ousht to olear theee Yieva 
aD4 eetabl1eh th• ae Adalnletratlon rteva. 
0therw1ee, fOU eee, vb&t 8&7 COM 11 that thll 
vUl etart a debate vlthln the .&4811l1etratlon 
rather tbaD a debate of the Ad•'nhtrat1on 
With Oongre11 or vlth the pubUc. 
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- ' -
Wall, I 1U P ~ a eiaoeN etta .. to ... 

u to Ill' ... ol ..... Ibn u to 1lbe ........... 

aro1UI4 • I 1U p tJaooa&ll all tile 110U.U 1a .. 

beet 1ra7 I oaa, 1d.tll tie !loDe tllat we oaa pt 

eo .. Ual.DCJ but I oaa1 t 4o tho illpoedble. 

Wall DOW, Jut -t1Dulq, let 1e Jut p aro ... 

u to 1lbethn' thle le - 1at 1e ... 'tllbetllo• t!IU 

llhoul4 be the a.phaela ot thle etat-t, eeo, 

aD4 than enl')'thlAg elM wul4 tall 1a lta pl.aoo. 

'Mpbaele balal oa the loaa-rua Daoaealt7 ot a 

tlDanolal protp'D wbloh Pllh the GoTe~t' a 

tlDaDoee 1D etroq ehape aa4 Jtoepe thea tbaro. 

IU.&tLt. !bat .,ul4 be the Jto:retoDo ot the etate­

.. Dt. lhatt 

'fbat'e rl&tLt. 

lhoupt 

Yea, I quite &IJ'H that thet 1e a thlal to be 

doDe . I wuld neD be lDollDed to a44 that the 

atta.pt to toNal&te the reuoDe aD4 tultUl 

thle dlat7 wUl 1a Ueolt be Taluable, elDoo 1t 

wlU help ODe to aotuall:r dleOOTOr a pi'Ojp'U. 

ADd there 1e the tw-tol4 aepoot to ltJ lD other 

111111'48, I 1;hlJlJt DOt Olll.;r Ot uplalalDg 'ldQr ODO 

doee thlap, bat 11D4el'etaadlaa tdlat oDe lll&bt 

do aD4 gettlJll pel'bllpa a 110re lDolelTe Ylew tor 

oDe 1 e eelt ot the thlJll. Allot u, I eappoeo, 

feel that WAJ'r that ae we p throu&tL aD attMPt 

to uplalD a el tuaUoa Dew ldoae ooour and the 

1;hlag twa Dew ehape aa4 we -• oat wlth a 

olearer polat ot new tor oareelTN, wbloh ot 

oouree ..... a olearer polat ot new tor otban. 

lloat 

Wall I quite apee wlth botll lake u4 Oarl, 

bat i '4 a44 a thlrd Ual.DCr wbloh J'OII (B.Llr.) 

haTe eee•tlal17 ea14 1a wbat J'OII ha?O atated, 

aa4 that le that u a.-a to .. 1t 1e ••uUal 

t or the ooaatl'f'• wel.tare that a nat_., of 

thle k1a4 lllloul4 be ..a.. I aoa•t ... , u 7011 

han ea14- I c1oa't ... hn baalaNa ou 'Do 
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expected to go on or people oan be expected to 
aake 1JlYeetunte, proceed on otb.er thaD a haD4-
to-mouth beeie, when tor ;reare we baYe I!IDDe 
al.ong without an:r clear etateunt ot what the 
thoal. pol1o:r ie, I th111k :rou owe 1t to the 
oountr:r not •r~l:r ae a aatter ot 1nto1'111ng the 
oountr:r , ae Jake baa aa1d, ae to what the pur­
poeee and polioiee ot the .Adll1n11traUon are, 
but :rou oerta1Dl:r owe it to the oountr:r it :rou 
expect to get an;rth1ng out ot the oountr:r on 
thh bae11. 

To answer Gene ' • propoeition, I th1Dk it tiee 
in with what I haYe Just said. I think it ie 
h1ghl;r i111p0rtant, aa a matter ot :rour eane 
rieoal. polio;r • •.•••..• 

Sane or u.aet 

Sane- e-a-n-e- • . ••• •.•• that :rou should eet 
torth that :rou do expect to eealt additional 
revenue, and I wouldn't oare too auoh what 
statements had been made ae tar as :rou1 r a oon­
oerned. How, it it ie naoaeear;r to build a 
brid.ge to paet etataaante, :rou oan alva;re 1&7 
that the atteotiYa operation ot these taxee 
vh1oh :rou are euggaet1ng will not 0011111 into 
PlAT tor 1011111 time to ooma; that, ae we pointed 
out 1n earlier ad1t1one or th11 etataaant, :rou 
are tallti.ng about a eort or a tiYe-:raar plan 
at the minimum and that, supposing :rou paeeed 
an income tax and estate tax thh :rear, :rou 
wouldn't oollllanoe to gat an:r aone7 tor eaYaral 
:reare ahead ot th1e. 

But I th111k :rou would be, in a:r Judgllant, dere­
Uot in pre~enting a etataaent ot t1eoal pol1o:r 
it :rou did no aort than ea:r, •wen, let 1 • allow 
a net loee oarr:rover, let'e do th1e, that and 
the other thing, to aaea some ot the oraalte 1n 
the ,.goo , 1 without putt1ng a aotor 1D the 
thing, 

161 

Well , that '• a thing I•,.e wanted to dieou••· 
I aean I neYer had a aore d1ttiou1t tille or 
worked harder in a:r Ute - I thillk we had either 
eaYenteen or tvent:r-eeYen dratte ot the etateaent 
I gaYe 1D loY•ber ' 37, ae :rou lalov. 
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Ub-huh. 

And 1fb8ll ,_ rea4 OTer thiR pan 'tlbioh baa to 
4o with taua, I oould alaoat r.peat that atata­
•nt wrd tor wrd; I 11Dul411't want to ohaap 
a wrd ot 1t. 

I 4on 1 t mow whether 1t 11 or 11 not neoeu&l'7 
to ha·u the tax baee eo that 1t w111 produoe 
more revenue under e1a1lar bue1ne•• oond1t1on• 
than U 4oll DOW. And that leade •e to What 
Shoup 1&711 that the advantage ot - the pr1no1-
pal br-produot ot a Job l11r.e th1e 11 that U 
4oll olear .,. own th1Dir.1ag, and I baYen' t been 
th1.nlr.1ng hard about 1t 1n a rear aDd a ha1t 
beoauee - oh, what wae the uaet You eeet And 
another reuon 11 that George Baa• Jut rte1ted 
theee pr1no1pal bue1neu oonoerne, 1lbo report 
to ue their new ordere eaoh weelr. and the one 
th1ng ther unan1110ue1r all eaid va• that ther 
are all buring on a hand-to-mouth baeie; ther 
are onlr bur1ng eaoh dar what ther need and 
the7 won't aalr.e anr oo .. itmente beoauee ther 
4on 1 t lr.DOw what the pol107 il in Waehlagto~. 

'falr.e th1e auto110bUe 11tuat1on. I•a eendi.ag 
Bel her baolr. again llond&7. 'fhe7 had all de­
o1ded that thu had enougb oar• on hand; ther 
were afraid the7 weren't go1ng to 4o an7 110re 
tor the aoment. 'fhe buJ1ag ee••• to be a l1ttle 
bit abOYe what th17 expeoted - rather their 
ealee - and the7 ...,. haYe to renee the1r pro­
gru. And ther are running 1nto an Auguet 
1ohedule. 'fhat • • eeoret. 'l'here 11 a eeoret 
agrenent to br1ag out modele 1n Auguet. 'fhe7 
are not prepared tor th1e 1.Doreaee, getting 
readr tor the1r Auguet •odel8. Parte aanutao­
turere are gett1ag the1r order•. And the7 ..,. 
t1n4 tbeaeelYII 1n oolld1t1on • that the7 oan't 
talr.e oare ot their bue1n•••· 

I '• tr,.lag to get a oar tor •1 rite and the 
earll11t del1Yerr w oan set 11 three welr.l. 
I ••an it'• Juet - I ••an proY1ng that there 
11 th1e hand-to-110uth e1tuat1on. I ••an rou 
oan't - rou• ... , sot to ro dow, and llobrnolde 
baa to ue all h1e pol1 t1oal lanueaoe 1n 
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order to pt N v1te a lha1ok, I •an u '• 
ri41culoua, U 1 abaoluhlT r1410Qlou, 

!he7 are DOt llaJlutaot'lll'1q u:oapt OD ordera. 

!here'• DOth1q 1D the faotoi'J exoapt on ol'dara. 

!her'"'• got to haYe a 11pa4 o1'4el' before toher 

vUl take aDTthlDc ott the Una. 

I'• llluatraUng, And I think that ~re 1D the 

!reaaui'J we 4etlnUelr oontribllte tova1'4 that 

a1tuat1on, beoauae t~ people don't know, What' 

You're right. 

See' Jolmnr, do JOu VaDt to •11 a p1eoe' 

Bo, I hann1 t t1n1ahed rea41ng - I Jut eaw thla. 

Juat throw that ae14e a a1nute. 

I agree - JOU mow bow I teal about thla ot~r 

th1Dg - I agree with JOUo I think JOU oupt to 

etart ott the atateaent with the budget - atart 

out with a pol1or that '• go1ng to lead ua to a 

balanoe4 budget v1th1n a period of three to t1Ye 

reara, 1t poaa1ble, and atate Yerr dat1Ditelr 

what the pol1or 1a and then auggeat preterabl7 

aoae altel'll&t1Yea rather thaD apeo1t1o p.lana 

tor taxation. 

But •• to the •••• •.•• • 

Aa to 70ur •1n ph1loaoPh7 and t~ obJaou ..... i 
I aa 1n tboroup qreaent with 1t - ab.oluh T• 

Could I aak Xr, Ranee - would JOU tell ua a 

11ttle .are about what rou aean b7 a1ternat1Yaa' 

Yell, I will een we gat atartad talking about 

deta1la. 

Duttleld: .Ul ript. I paae I'• too 1Dtareata4 1D datalla. 

H,ll,Jr: Vall DOw, let ae Juat atop and oatoh ar breath_ 

a a11111ta. Xao, 4o TOll want to upre11 JOilreel. • 

Vall, I • 4al1ph4 to ••• aa.ethlDg ot thla 

kind dona, beoaRae I th1Dk the .oat attaot1Ye 

aD4 the .oat lopoal ~riUo1 .. there'• beaD 

J.63 
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troa re~lble eouroee of tld.e ••"nt nrauoa 
hae ben the laok of a atat-at ot flaoal 
pol1Q7 4111'1q tba eatlra •"'dnhV.Hoa, aa4 

I tii.1Jik ~on ll1lN u hare lf ,aa on pt 
tble out ln a reopoJUibla ~· I l!oll-'t Ul1lllt 
there 11 aa7 quonlcm about that. .Juot ae aa 
oboer-rer, eeelnc-what the raaoUone baYe bean, 
I tii.1Jik the 1101t 1og1oal orl t1o1• that' • bee 
llade 11 the laok of euoh a etat-t ot tlloal 
pol10J'· 

HerberU 

Well, I tld.Dk a frank etat ... at ae to wbat J'OU 
be11eYe ae to fUture tieoal polior auat be 
reaeeurlllg, IYn it the etateaent 11loludel aa 
1D41oat1on that the tax otruotare - tba 71e1d 
will haYe to be etreasthened, beOGIIe I tblJlk 
enr7b0d7 tul17 bel1eYee that aD:rnJ'. And the 
aere taot that J'OU haYe eo• talr1r det1n1te 
1deae will ltee1t be reaeeurlng. And I tii.1Jik 
rou oan etrengthea that eoaewhat b7 eoae 
epeo1t1o 1nd1oat1ono ot the direotion 1n vhioh 
7011 tld.Dk tu ollange1 ought to go, 

Ot oouree, tblre are tblee Y&rioue 1tateaente 
that haYe been ll&de, bu.t I tld.Dk that oaa be 
oYeroo• it, tor 1netaaoe, we oan t1n4 ollangee 
1n tbe oorporate tu 1truoture that t or the 
preeed will. not 71eld liON thaa tba corporate 
tu 1truotare 1t1e1t 71elde, aad 1t we oaa 
t1nd ohange1 1JI the 1a41Y1dual etraoture 10 
that 1t will not tor the 1aaa41ate pre1ent 
71e1d liON thaa the pre1eat 1traoture 7leld1. 
I tld.Dk that will be u ne&r17 1ll ooapl1aaoe 
with theee 1tate•nt1 that haYe been lla4l al 
enrone oaa reaeonablr e:w;peot. 

Bloupt 

Well, I aa Yei'J' 1truqlr 1ll taYOr ot u. I 
tblnk 10 tar a1 tboee 1tat .. nt1 are oonoerned, 
thor oughtn't to be too poeat a barrllr. ror 
one 1h1Jic, ... , ot theee ol:laDpl llhoul4 pro­
babl7 not be ...S.e etteot1Ye uatU 1~. aa4 
that al&bt be one ft7 ot ezpla\W111C one'• W7 
around the1e 1tateaenta. !hat 11, tlllre are 
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no new taa atr•tlJII Jll'n ... "-lla .. , wld.lla 
11 pert pe .. ~ ...... ~ Ia 
111A4J I lloa 1t -.,. lid I • y-, ttftaCL~ Ia 
taYO'I' of ~ po1lo7 • 

.u to tbe ..,proao!lt 

'!'be~ 1 I 1'1Fto 
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Well, we1Ye aot a nnent•oou op1Jllon blre. Well 
tben, 1e 1t tbe thlq .. 4o, beoeue 1a f.UU.t 
\o enl"fbodJ, •••1111 tbat ;roa a1atn eq I baYt 
ohanpd ae to the MtlMIA- althnP I 414 eq 
to 1011 (Duttlel4) that. I wanted to bi'1JII tbe 
fltoal thlJIC up to the tront, 7011 l'OIIabe'l'o 

Oh-huh. 

ADd 7011 41t&CNed w1 th ae, 'llbatt ADd the ttoon4 
I eaw tbat thoal thlq - I aean tbe DON I -
1t - I •41 tb1 etat-.nt that I'd ratbar r. up 
on tbe BUl and eq tbat and eq notblnc • ••• 
4.1dn 1t It 

Yet. 

I atke4 'ldlo brought that partloular thln« 1n, 
reaellbert We wtN htelq about lt. I 4oa 1t 
IDiow 1dlo did. 

lboup. 

!be tlret d'l'ant 

!be tleoal thlJIC wae Roe'•· 

'!'bat • e Illite. ADd tllat' e tbe bad tnt11'1'1 ot tble 
preeent d'l'anl 1a a:r Jw~p~tat, J'O'I'•• eUalute4 
tbe beet teatllN ot the nret 4raft, 

Well, we'll arpe about tllat. 

I .. an 1t tbe 1toretar7 ftlltt to tD wllat bl IIQ'I 

be &tee, thea all tbat eftff ould to be not 111117 
baok tn but oqbt to be at tbe 1Mct•n'•l• an4 J" 
oupt not to baYt all t1l1t ., .. , butlattl 1a beN 

alloat let 1 • 4lo tlale thlnc, tbat tlalq, 10M ttlltl' 

11 ttlt 'blal· 
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Yell, Roe, in order w give eveJ7bod7 Uae -

I aean a.t1:er all. I•a tr)'1Jig to do eoaeth1Ag 

which I !:lope Will be vei7 lielp~ - now 

wouldn't TQu aen want to go to a rooa and 

chew thie thiDa over, or do 70u want to 

probe ae eoae aore' 

Not neceseaJ'T, I think. 

I would lUte to ...,: one thing, 

Do 70u want to probe ae 1oae aorst 

I doD It thi.nk that I I neceuarT. 

I don't believe the 8ecretarT'e lituation i1 

exactlT ae a good aan:r of us etated here th11 

aorn1ng, that there hae been no t11oal pol1o;r 

and that we oan apeak acoordingl;r, beoauee ae 

I underetand it thllft hae been a YeJ'T det1.ni te 

polio;r of leaving the preeent tax etruoture 

approx111atel;r ae it 11 and letting the budget 

balance itself, so to apeak, as bul1nees ia­

provee, low, a different etateaent eeeae to 

ae not onl7 to be a new etateaent but to d1tter 

troa a polio;r which hae nov tor eoae time been 

at leaet tacitl;r UDderetood. 

I think TQU1re right, I think that 1t I had W 

explain it I would sa:r that the pol1c:r of the 

Pree1dent vae that ve loolt forward to an 

eight;r billion dollar national inooae and when 

ve reach that the preeent tax baee would balllllce 

the budget. low, I would •a:r that; that vas the 

President'• policT• low, what ve are eaTing 

here 11 that we are not; eat1et1ed vUh it. 

'1'hat 1e right, preoinl;r. I juet think we ougllt 

to underetand that we are ea;r1ng that. 

Aren 1 t we going a etep fUrther and eqing that; 

TOu 're going too trT to help thi1 eoonoa:r arrive 

at an eight:r billion dollar inoo .. b7 talt1ng 

out euoh th1Jige u TQu teel are ewpp1ng the 

progreu tovarde that goal' 

Well •••..••.. 
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I thi.ak :rou are followlng definitel7 that 

pol1o7; what JOU are t~ to do h to 

reaove the obetaolee to the o~ital aarket. 

I think JOU ought to diet1nguieh between in­

oreaeing the tax load and reoonetruct1ng the 

tax 1truoture eo it get• it1 revenue in the 

l eaet trouble•o•e W&J. 

!hat 11 what I aeen b7 alternative•. When I 

ea1d alternat ive•, I had in aind Juet that 

ver, point, to IUggeet that over a period of 

five 1•ar• rather than over a period of on1 

71ar or two 1•ar• - to 1uggeet YaT• and mean• 

b7 which the etructure could be etrengthened 

end more taxee oould be brought about at the 

proper tiae , not necesearil7 now. But 70u cen 

s&J, •over a period of five 7eare, here are 

the W&JB 1n whioh we oen first re110ve the 

d1terrente t o bueine1e, 1 and b7 deterrent I 

aean t hoee thing• which are caueing - vh1oh 

are ltopp1ng the flow of capital to the 

venturesome capital 111arltet. I 111 thinking 1n 

terme of taking awa7 those thing•, starting 

bueineaa going, coaxing, urging, caJoling, 

urging or bribing, if nece•e&rJ, to get capital 

back into productive enterpriel, becauee until 

7ou do that 7ou are not going to get ten m1ll1oo 

people r1emplo7ed, end that after all is our 

fundamental problea. 

Yell, I thiak we're all thinking along the same 

l ine. I think over a week I have been graduall7 

ehitt1ng the •phaeil to a f1ecal pol1c7 troa 

1.61 

a tax polic7, the fiecal polic7 being the keT­

etone. And then in order to bring about an 

orderl7 financial c~1taliltic 17etea, what do 

ve have to dot Ve have to do whet we all agree -

there are certain tax deterrent• vh1oh - their 

nu1sence value far outveigha their product1rtt7. 

And thoee things should be re110ved 1n order to 

bring about thie thing which 11 so1ng to aalte a 

capit&L11tic 171tea work. 

But I thiak the firlt t hing we've got t o do 11 

to l&J down what we think- where we're so1ng to, 

end I&J to Oongre11, becauee 1t 11 Oongre11 1n 
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the tiDal aaal711e, Will OoDgreu l.a7 doa tbe 

polio1 eo that tbe IUD 1lbo bia -1 to 1anet, 

110ne1 to .-ploT people aD4 Jobe. to 11Ye, w111 

so ahead an4 bu1ld a oar. Lad ,..r., Lt leaet, 

the1 were buUding oan - 1lbe7 took a ohanoe, 

ClhrTeler did, to buUd tor eeYen dar• in adYanoe 

ot ordere. Bu11 nov 11hq won •t eYen bu1ld -

laet 7ear ClhrTeler 'WOuld run h11 taotorr tor a 

weeki nov eYidentl1 the1 don1 11 run i11 unleee 

the1 Ye got a eigned order. I don't lmov an1 

better illuetra11ion, and I don't tnov wbf we 

oan1 t uee that ae an illue11rationl that ve 

~68 

haYe arr1Yed at a po1at where a aanutaoturer 

110n 1 1; li&DUtaoture uDleu he '• got a a1gned order. 

Ot oouree, epeo1t1oall1 vba11 the7 ban done h 

to get ordere tl'OIII all ot their agente, all ot 

their dietr1but1ng agenoiee, tor 11hat 1;hoee 

tellove w1ll lip up tor, and then the7 out ott. 

In addition to that, it JOU want &DT'h1ng outeide 

ot that, &D1th1ag that haen 1t been oonte~~Plated, 

the1 1•e sot 11o haYe a 11gned order before the1 

so ahead v1 th u. 

Vel.l nov, again, doee an7bod7 want to probe aet 

I would like to rai11 one further po1at it I 

a1ght, aD4 that ie with reepeot to the dep-ee 

ot eaphae1e to be put on the etton 11o be .. de 

to balance 11he budget enntua111. h there 

IOMth1ng to be ea!d tor erring, it at all, on 

the eide ot oYer-lllphae1e, beoauee ot 11he tac1; 

that the toroee 1a the eoonoa1 worklag the other 

direot1on are 10 etrongt 'l'hat 11, looking at 

th1e troll 1;he point ot rtev ot wlla11 11&1 happen, 

I .. oon111nuall1 i11preued b7 the reeulte ot the 

breakdoa ot the paet eistlt 1ean ot the toraer 

·P•1ohol.og1oal taboo aga1ne11 unbalanced budgeh. 

!here hu been, I 11h1nk, a change 1n the aental 

cl1aate, eo to epeak, ot the oountrr •• a whole 

that aakee tor a w1Uinpeee to aocept an un­

balanoed budget, ot oourH, -oh .ore rea4111 

11han torMrl7; an4 that breakdoWII - I don 1 ' uee 

that 110rd neceeear111 in aD7 Yalue or Judpeut 

eenee - 1;hat breakdOWII, 1t eeeae to .. , 11 eUU 

ping on and the ao1;ual ohancee ot a balanced 

bu4get during the next tev rear• ••• to ae 

pereoJlall7 11o be 10 doubUul •• 1;h1ngl etand, 
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Let • ph1l.onpb1ae a 111-ne. I tld.l* tbat tb11 

qu81Uon of a b&lallold bla4pt or filoal 1&1l1t7 

ie a world oon41 Uon that we baYe to Met w1 til, 

aod tbat I don1 t wan at th11 1tap to rai1e 

the tu.e Oil &OOOI&Ilt of thl OOIIPIU Uon we aN 

up apin1t ouh14e Mlr1oa. All4 I'll e:q~la11l 

1dlat I Mall. 

A 801lth or ho 801ltllll aco I ha4 a 11ll'TIJ' 1tartld 

u to what proportion of pYel'IIMiltal ezpndl­

tur81 ,.. p1q tor &Nallelltl. All4 till f1rlt 

th1q J'OU l"'lll liP ap1ut i1 hN&IIJ', tlb1oh la1t 

7e&r &pellt tor &Nalllllt pal'pOiel IOM'IIberl bet-a 

11xt7 aDd leYelltJ' perolllt. All4 ap to a J'IU' ap 

lagl&Dd1e t11oal pollOJ' &lld tax pollOJ' Y&l held 

up to u1 u all ideal polio,; theJ' were 80N or 

le81 so1DC uong on a bal&Doed 'IIQ4pt 'Nate, 

thiT were P&11DC their w.,, aod thl1 bad all 

axoelllllt tax 111t... All4 then oYer ll1Cht thiJ' 

Ju1t ha4 to oraok that whole th11lg, throw 1t 

to the w11ldl. _, BIO&Die thiJ' fouD4 thw 

were •p1Dn a different k1Dd of eoo1n,, tb.T 

wre up •pta1t a 41ftereat ph1lol0phf. Ia order 

to •Ht that, th17 oouldll1 t go alolll on a bal&Dold 

badpt 'Nate. fhiT threw U to the w1n41, aDd 

the, are llOY p1ag ahead 1ll th11 raoe of &l'WA­

•atl aa4 theJ''Ye got thl d11ea1e of det1o1h. 

low, w oaa't lit hire aa4 ,., we're F11ll to 

baYe a bal&Doed ba~t 11l one, two, three, t011r 

J'l&rl u loag u t:lal1 d11ea1e of ~nt1 ooe­

t11luel; u '1 OOilt&liOul, aod the lut ooutrr 

to IU001ab wa1 ZngleDd. 
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Bl'iomann, 

llot JUnk. •o, Brlok-nn !lade a etat•ent wbioh 

I undentand wae 1101'8 ol' 1e .. alone eound f1nan­

o1al linea, and the,- clapped h1a into an 1neane 

ae,-11111. '!'bat 1 • true. I 1a l'ight. And TOll 'n up 

againet that IOl't of 11tuat1on. 

And, •• e011ebod)' put it, on the fil'lt of Xaroh 

the Oel'IIIID oalh UU ne ellpty, eo the,- .U.ed 

aol'OII the bordel' in OseohoeloYakia and etole a 

bundl'ed a1111on dollan tl'oa the O&eohl. 

8o whlll JOU'N tentng about baleno1nc the budaet 

and J"Oli 1Ye got an araaaente bill of the kind ttiat 

w haYI and TOll '1"1 up againet that kind of fieoal 

polio7, it '• Juet like - a pel'eon baa to be 

l"'al11Uo and I don't eee w, ,-ou oan't •a1 eoae 

of thoee thins• 1n t:hie etat-nt. An4 Jut to 

,.,., "Well, we'n foing to inOl'lall the tu11 

uothel' billion do lare" - that iiA1 t SOiDC to 

IOlYe IUlfthing. lt 11 the ... e thiDC W 11'1 up 

againet 1n wol'ld tre4e. An4 to tllink that tnde 

tl"'atiee, wll.en JOU'N up eptnd thil Ot:hll' IOI't 

ot teohDiqge ••.•••••• 
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these band1t1, and here we are a demoorao7 and 

we are talk1ng about a thoal pol1o7. 

Well now, ~ not I&J some ot thie etutt' I 

aean I don 1 t want to be ill the pol1t1on - and 

what I 1Te alwa7e eaid 1e that to be tboroughl.J 

coneletent and in order to meet th1e thing and 

to proTe that thle lt1nd ot GoTemaent 1a right, 

we 1ve got to make our mao~iller7 1n1;ernall7 go 

better than we haTe ITer aade it go before; 

and the old machine ien1t working goOd enough 

nov. 

Now, Johnn7 Ranee •&J• to eTen bribe thea. I 

haven ' t gone qulte that tar. I 1ll say I' ll do 

anything that 1 • honorable to adjuat the taxse 

to make our internal eoono117 work, so that after 

eight 7ears or Mr . Roosevelt JOU oan ea7, •well, 

this kind or GoTemaent worke , • and not 8&7 

that 70u 1Ye got to do the wa7 the German• do, 

that eighty percent ot their bue1nese ie on a 

unit baeie and they only uee twent7 percent ror 

oaeh. Now what • e the use in tallt1ng in terae 

or a little th1e and a little that when that 1 e 

what we 're up against' 

Now, ~ oan•t I blow some o r th1e etutr 1nto 

thls epeeoh' 

Yell, I think the general point • ••• •• ••• 

I mean that '• the kind or th1ng England up to 

now - ie it eix months or twelve month1 ago 

that the7 tuddenlJ oame out with her armament 

program' 

Between the two, I thlnlt. 

Yell, 1t'• somewhere ill there. Up to tbat tllle 

she wae go1ng along, setting aside a little 110n11l 

t hen oYer night - bingo! - the7 ooae out with 

two and a halt billion dollar• in a rearaament 

prograa, and there goe1 their t11oal pol1o7. low, 

that'• the kind or ooJ1Pet1t1on we're up again~t, 

and we are going t o arm and we are going to be 

etrong enough that we oan defend oureel•••· 
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Jow, :bow aa I .. leore'-n' ot tlle 'fre~ 

going to npl.a1Jl thie to tbo people oo ._, 

theJ' Y1ll actorna4 U .-1 eUU not Jaan ...._ 

11nd ae W Ul 1DADI U71Ut 

It would be 111por1:ut then wouldn't u,· to 

ba'fl the etataent real1etio 111 tile -•• tbat 

1t wouldn't Pl'Oalee wo aoh. I th1ak that we 

what I wae att.-pt1ng w get at 1a41reotlr, 1a 

tbe een•• that 1t wouldn't 11•• tbe 111preeo1on 

that t he th1Jlg 1o eur Ul4 we'll Jut 4o U b7 

•ar1ng eouth1Jlg about 1t; rather, tbat we are 

up ap1net a reallr 41tt1oult pl"'bl• and that 

the 4epoee ot tbe 41tt1oultr 11 the MUUl'l ot 

our earneetne•e about 1t. 

Yell, ae I ear, tbe p1ot1U'I 1e about the ~ I 

haYI ~r;nted 1t. We .UOt quiet tbe tell~l not 

11•• na1'0ot1oe, but 11•• h1a food 1ll IUO 

•toaaoh oo that be Y1ll be quiet 11114 go to t10l'lt 

IUI4 aalte our oWD 1ntel'Dal eoonoar ol1ok. !bat '• 

tbe taek, 1en1 t 1tt 

J:zaotl)'. 

'lfllaU AAd what I .. aek1D£ tor 1ea1 t u eaer 

thlns, beoauee nobo47 1D tbe t10rld bae eol•ed 1t. 

low, oan I get up ana, ea7 that t1n4 of a th1D8f 

Joke •ar• we ha•ea't eo1d 1t. !be reaeon we 

h&Yen't eo1d the•• th1Dge 11 b~oau .. theJ' are 10 

dU'Iled bard. 

low, we 41d pt out - ud Y1th h1e help - a 

th1rtr-page etat-nt on pld atter tour rear•, 

11h1oh hU been Ull1Yere8llJ' aooepted. I hAn htl4 

no - 1t'e a good etat•ent, but 1t wok u1 tour 

reare 1n order to up:reee oureel•ee, ud we 

t1nal.lJ' ••• out with vhat we'•• been tl'J''IiDI w1 --• 

4o on pl4. ADd I wae pl .. led W OH tbe t 0-.. 

our lank - 1n tba11' aoDt!ll7 ballet1D tbeJ' dOYoted 

a lot ot epaoe, quoted 1t llberallJ', 11114 eYOl'J'­

th1nf oleo. !'be7 are okaJ'1q our gold etateaent. 

But t took tvv rear•, Jake. 

Yeo. the o1tuat1on le now cau1te 41tteHnt la 

tbeee tt10 r1epeotel that the pld etat-t 

oould han beea lllllle 0111betutlall7, exoept tor 

eo• h1ewl'lo8l ohallpe, a rear ap or ear, Y1th1D 

a tow 110nthe after tile 'fl'lparti1te .&p •••nt. 
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fbat'e tbre• Jl&rel that'• three Teare. 

Jour probl• wae el..,ler tbere ~ u b plq 
to be here. I aa aD1a retul'lllAc to the polat 
I aade orlKlllellT, that Oil p14 the A41111111tl'&UOD 
hae lett tfiat to rou aDd rou ou M7 wlthlll llaltl 
wbat ,ou pleaee; rou oan tor. ,our polio, aD4 1t 
wlll be aooepte4 •• the A4alD11tratloD polio,. 
EYeD COJICI'ell leaT .. rou eloDe on that. But here 
10u are 1a eo .. thlDC ..mere eTerr epiDdlJic ac•or 
hae an latereat, where the adrteere ot the Pree -
dent haTe 811 latereat, wbere the Prea14et baa 
aD 111tereat, aD4 'llbere the OoDCrl••• haTe a 
TUal &D4 bai'DlDC llltereat. lo rou'n aot a 
tougher Job here; tbat '• a, pout. 

It '• the tougbeat DUt to oreolt in the wbole A4ain11-
tratioD: to get out a atat .. eDt lilte thie. I 
don't know aDTth1ac that 11 aore dittioult. 

Beoauee 1t lDTolTe 1 the whole budget polio,. 

Tbat 11 the poiDt, 

llow, I eaid 1t in 'J1 I etill belie'l'e 1a it, aDd 
the PreeldeDt belie.,a ln lt theD, aDd ·thlll oir­
ouaataDoea 8UIIIt ue. llow a Jl&r and a belt ha'l'e 
pa .. ed aDd I'd lilte to, wlth the help ot rou 
geDtl .. lll, trr u o11oe Mre. It il oertainlT 
a worth:r 0111111 now aDd 1 t '11111 be terr1tioell1 
d1tt1ouU to do, blat I Y&Dt to ..a the ettort. 
low, I don 1 t ltllow, 'llbeD w get ell through a114 
done it 11a7 look 10 terrible that w lla7 DOt 
do aD1thlllc. 

One queation %'4 like to aalt. I hann't ree4 
thle dratt; I ree4 tbe earlier dratt, aDd •• I 
reoell it that talt .. the preeent le'l'll or eYen 
a higher leTel ot upeDditure tor graDted throu&b 
the Jl&re. .And •• a tax atat•eDt, now, 11 that 
wllat rou are atter, or are ,ou atter a budget 
polio, etateae11t lnoludiiiC ezpeDditure •• well 
•• reYeDUet 

Yell, wbeD 1011 talk buqete do rou MaD tleoelt 

Yell1 bT the budpt I Uall the two a14ee, DOt 
•ru, bow rou're plq to cet ·-- I'I'I'Ulll 
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to ._, tlaU oq U1111re PI'OI"- 'bat wllat eo .. 

Of D 0 II •"lftrO aD4 NT- Jmiii'U ,.. 111'6 

plq , ....... 

Do JOU 111M 1t :t ub IIDOtber 1111Uo ••Hil to 

tJT to auwr 7011f I 4aa't bow,... ... :t •• 
anever JOU or 110t. I IIDD 1 t bow 'llbat the 

pei'Oebp at pi'Oe.U of 0111' u h npn41-

turu 1e; 'llbatOTOr tb.e:r _.., thaT ••'' be 

ro4uoo4 aD4 1t 11bo:r p u:r _, Ulo;r1ll p up. 

'1'he OD17 111- 11bat OaD poel1blr be l'o4uoo4 le 

that one whloh pee toward eap OJMDt • 
• 

Rel1ef, JOU aean. 

I uee the wol'4 "eaplo;raent, • booauee I thllllt of 

publlo worke, roa4e, aD4 rel1ef. 

AcJ'1oul ture. 

174 

Acr1oulture, whloh 1e aleo rellef, ADd I thilllt -

I don't know, I th1lllt that roulbl:r 1t 1e a three 

b1111on tlpre that I O&l'I'J'. Doee that 1nolu4e 

araaaente or 1e tbat Juet ••••••••• 

'l'hat I. I'Ollef and acr1oul ture. I thilllt. 

Rel1ef aD4 agr1oulture. 

'l'hl'ee b1111on three or eoaeth1Dg like that. 

.All l'lpt. 'l'llat '• the onl:r t1pre :rou o&D Pla:r 

with. 

'!'hat '• a prett:r larp elr.ed f1pre; that '• a 
elaeable tlpro to Pla:r 111th. 

.All l'lpt, DOW MI'O W aN faoo4 - W al'O r1rt 

now entel'lq the p .. Jt of expeD4111111'0e, aD4 1 

OoiiCJ'OU doean't 4o eo•th1JIC - on aooount of 

thle war eoare 1D ......,_ w are not pttinC 11be 

bonef111 of the preeent apen41tvo lonl. oaoe 

1tle epoat, 1t'e cone; 1t 1 .. 1 t eooe1lb1al that'• 

OUIUlatlYO. Ie tb.et l'lptt 

'!'hat '• l'lpt. 
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.Aa4 eo••t.. 1a lal7, •••', or lep'-ber u.e 
th1q 11111 bSCla to el111fP ott. 'DierefQre lt u 
a .. peratd:r aeone11r7, al.eee w are 101aa te 

baYS a Nall7 MTel'e a.preeeiOD, tbat W 4o 

eo•etll1DC to P' pi'1Yate oepUd to wlit, low, 

it we oOilld 4o POMthiq *loll I'P&ll.;r Wlll4 OOD­

Yinoe theee fellow the:r o01ll4 10 to wrll: - u4 

we'"'' eeen the thlng tUI'Il oYer Di&tlt 1D Pl'allot -

then the pr .. ent leYel ot ezpeD41t111'Se 001114 10 

down beoauee the relief bill wuld so &>wn, and 

that' e the onl:r anner I ooul4 11'~'• ;rou. Clan 

we 4o eOMthiq DOW, 1D the next ein:r to a1Det:r 

da;re, tbroqta the lelielatln oballaele wbioh W'..U 

conY1Doe the people that the:r eboul4 so to wl'll: 

and build oars ahead, etcetera; etcetera, aD4 

gin people Jobe, or 1t we 4on t than the onl:r 

other th1Dg h - the preeeat le'l'el of ezpen41hl'ee 

won 1 t eYan be anoup. low doee that anenr :rou' 

Well, lt anewre •• - at leaet lt 1D41oatee that · 

thh a..oranda will refer to the e:xpea41 ture 

le'l'el and lte deteratnente, and not .. rel:r to tha 

reYenue aepeot lteelt. It i e an anenr. 

We are at the oroeeroade onoe aore. Olloe aore 

we are at the orouroa41. Are we BOlDS to llalte 

one laet effort to let pri'l'ate oepltal 4o thle 

Job or are "' go1Dg to ei t baok and let the 

GoYel'DIIant do lt' .And, belq at the orouroade, 

I 1d llll:e to point out once acre that eentenoe 

that the 41'1Y1DS toroe ot prlYate oepltal le 

the onl:r aYenue cloh I tb.1Dlt oan aeYe the 

oepltalletlo e:ret••· I'd llll:e to do lt onoe 

liON, 

.And :rou '"'' heard .. -.11:1 the etat..,nt eo tre­

quentl:r that I tlnd I'• r141nc t110 horeu lUte 

an acrobat, one toot on old "OaPltalletlo l;ret .. • 

and the other one on •state loolall•" and that 

thaee ho horeee eeparate an4 I tall between tha 

two ot tu. and both trod .. under aD4 11:111 •· 

.Aa4 that'• bean tba peat trouble; "''"'e !leA 0111' 

toot on two horses aD4 the:r han poaduall:r b,.. 

p1q tul"ther and hl'ther apart. 

Bow 4oee thle etrlll:e '"' wba' I'" b.,n e &71DI 

the l.ut •• 111D1RPI, lohlua7' 

All 1'1P'• I llll:e u. I acree with U. 
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Bu~ I doD'~ ~biak ill ~.,.,,Ill abou~ t1aoa1 poUor 
tba~ :rou ou d11reprd wtla~ otber oou~l'1•• are 
doing ill ~he rea~ of ~be world. llcnr, tiloaa 
t1glll'U Oil Will' al'II&IUilte &lld ~he propol'UOD ther 
bear to expeDd1tur .. - JOU'Ya ~Duffield) got 
thea. 

(!lode ree). 

'l'he expeDdUurea of the r11~ of tbe world. 'l'ba~ 
work hae all been done. Ve'n bll4 the help of 
~he 81:a~e Department. 'fo ahow rou v!:ld ~her 
~b.iU ot d1aamaa1111~, ~he:r oouldD' ~ eYeD reanber 
who wae 1ll oharge of ~he Bureau - ~he7 bad a 
Bureau on d1e&r~~Pent ud the poor old th1Jig 
badD'~ been ~alked of t or ao long thd be wae 
a forgotten au OYer there. It 1 • ~rag1o. 

'1'h1e ie ~ da7, pntl•en, IUbJeot ~o u ad.,luet­
aent ~o ge~ the beet out ot :rou people. I 1Ye 
got two gentleaen ooa1ng 1D at 11:00, I 1Ye got 
Oabine~ at 12100, and I oan not go ~o Kt. Vernon 
w1~h the Preeident and be &Yailable right after 
lunoh, e1noe the Pederal ReeerYe are ooa1Dg 
baok at 11-:oo. Mow, wuld :rou people want to 
eee ae after lunch, or would :rou want w eee ae 
• • • • • • • • • • 

I ~h11lk after luoh would be too eoon. I th11lk 
that ~h1• ie quite a Job and • ••• ••••• 

Well , whell' I aeu I 14 eaYe ~ - Kr. loolee 
I Will oD17 g1Ye a half hour, 11-:00 ~o 4:30. 

You aeu ooaing 1n oonneot1on with ~h1•' '1'he7're 
ooaing 1n th1a atterDoon' 

Ko, tbie 1•····••• •• 

Duft1eld: llo, he'll g1Ye loolee a half hour. 

R.li.Jrl llo, th1e thillg I •a do1Dg w1~h th.- ie 1D oonneo­
~ion w1~h v!:lat I oall ~ trial l'Uil 1D oaee eoae­
th1ng ehould go Yl'ODg 1n Europe. S. 1 • ooa1JIC 1n 
w1th George Jlarl'1eon troa 1!-100 ~o 4:)0. 

Dutt1eld: Ve oould be back at 4:JO' 
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Ia tbat - doa 1t; JOU 1:h1ak U'• 'bntll' ~ 
'rTiDI to baY•••••••••• 

r .. , we ou 1t 4o tbe other, I 1a prettr llll'lo 

lo, w oan1 t do tbe other. 

!lwll I OIID 10 to Xt. 'fei'DODo 

I 1d rather 4o u at 3100, but 1t JOU waDt w 
go to Xt. Yernon ••••. . .•• 

171 

lo, I 1Te alrea4T told Jere. llorgentbau. VI weren't 
goag. 

Do JOU ( .. gUl) th1Dk VI will be tbroqtl d 
3100t 

lo, I don't th1Dk we'll be tbrou&h at 3100, 
beO&Utle th1e th1llg th1e 110l'D1Dil opeDI 1lP a 
lot ot aYeDale. ilonYer, 1Jl 117 JadpeDt U 
h t.portut to eee tbe S.oretarr apia at 
3100 with Wat VI baYe at 3100, 

Rather tball va1 t1Dc ut11 ••••••••• 

ree. 

I 4on 1t th1Jik U will wl'k out; that Ya1• 

Beoauee u I eee tba net ot th1e tbiq tb11 
110rn1llg, q, u '1 a •tter ot aaot;ber welt or 

ten 4&1•· 
Well, U'e DOt a bal'l')'-ap tbiq 11114 U 11011ld be 
a atetalte to !lake u a Jail)-"11 ~· I aoa•t 
know nat the pro...- 11, are w wltr.PI oe OJ.e 
tOIIOI'I'OY 110ras.qt Are rnt . 
What I wae ba'f1lll - aleo 1a etl'let oontld•oe -
I baYI laYlte4 - . I t;h1ak *•J'N -lal; baYID1t 
beard ,., - Jlalleu bare tOIIOI'I'OY 184 1fal ter 
ftewart aD4 JU.efier, 184 that •• eoaet;b1q 
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---
-·~ Utt..... ~~~a• - •• b7 • santo ,.. piiiDla, Ia .... ot .... .. 1lo - .... ,... 
ot 1011 to oU u a IN1a !l'Ut tor •• 

low, wu clo 1011 pooplo _., to ... •' 

1'4 w .,,,., '' ooao baa •• 3UIO o'olooJt • 
,hl • • 

1 14 llko •• ••• :rena •• 3100, 1f 1 ..-, booaoo 
1 '"''' aoar~ ban w 111 llaok •' '100 thlo 
aftol"AOOilo 

1 ooo. I'• &T~~thblo a• 3100 o 1olook. !boa 
.. •u •••• IIP1B at 3100. 
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RE TAlC STAnliD'f 
Apl'll 1.4, 19)9. 
)100 p.a. 

pruent: 

a.ll.J'r: 

llagill: 

Viner I 

B.ll .Jrt 

Magill: 

Viner: 

llagill: 

llr. 
llr. 
llr. 
llr. 
llr . 
llr. 
llr. 
llr. 

Ilanes 
Gaston 
Dutt1ald 
VI.ner 
llagill 
Shoup 
blouah 
llcReynolda 

~here are we at? 

Chairun Viner. 

Chairman llagill. 

I•ll tell Henes we•ve started . 

(On phone) Tell Mr. Banes we've started. 

llagill? 

Well, there - I 1ll reluctantly act as Cnairaan -
there are two tb.ings, two major things I tb.ink we 
are bringing back to you tor your answers. One ia 
over-all; tb.at is, wbo is to do this? And I teal, 
at least, and I believe soae ot the otllers snare 
rr:1 t eelings, tb.at tb.e best tb.ing troa your point or 
view would be to designate soae one individual aDd 
nave him prepare it, and then it you want to nan allf 
ot t b.e rest or us cb.eck 1 t over • ••• 

Prepared here. Has to be here . 

Yes, it ouab.t to be prepared b.ere by somebody who 
is here right straight along. 

Tb.en there ara a aeries ot specific questions that 
b.ave occurred t o us; we han spent the 110rn1D& dia­
cusaing uttar• with each other end also going o'far 
aoae ot the yarioua daclaratlona that ba'fe beaD aada 
rroa tiaa to tiM with reapect to tilcal pollciaa. 

It you 11ka, I'll Just run o'far aoaa ot theaa ques­
tions that ba'fa occurred to ua. 

One c011aa out uaediata~· Ara you wU11ng 1ll \alia 
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statement to - or do you want t o declare yourself 
tor increased reYenua by •ay or inCreased tax rates, 
or do you wisn to apeak pr iaaril)' in teras or 
specific tax allowances of one sort or anotner? 
In other words, is your concept ot proper fiscal 
policy one in which • e attempt to s ecure reYenue 
over a five-year period and to balance the budaet 
by means or decreasi.nC expend! tures on the one band 
and increasing ta.x rates on the other, or is your 
philosopby rather that we should make some ot these 
tax allowances and that as a result ot this and 
possibly other Administration action at tbis time 
national income will increase to such a degr ee 
that no increased tax rates will be requisite? 

How, whet's the pbilosoplly there? I get the 
impression that some aembers of the group here 
feel that it would be undesirable to indicate 
in this statement of your own a view that higher 
tax rates and increased tax revenues securdd in 
that way may be necessary if the budget is to be 
balanced in the course of five years. How, tying 
right in wi til that, do you want to say anything in 
tbis statement regarding the level of expenditures 
or not? J.nd then, simply as a pert ot tbe saae 
picture, to what degree are you willing to commit 
yourself to a five-year program of balancing ~be 
budget? 

Then we have various questions with r espect to the 
character ot the statement. They are more or less 
of this sort: 

'lo • bat extent must the draftsmen of the statement 
pay a ttention to what bas been said in other perts 
of the Administration, either - or such things 
as might be said by ~r. hccles or Mr . Hopkins or 
some ot the other people? 

low then, more concretely, is this atateaent to be 
shaped primar ily as a per sonal s tat•ent ot your 
own or is it to be shaped as a statement which i s 
to be regarded as an Administration atateaent? 

Is it to be shaped • 1th a view to obtaini.nC the 
President ' s appronl? Is it to b e abaped aa a 
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atat ... Dt wlaioll tu Pl'aa14at rill pel'alt JGII to 
&iYe wltllat ~· approval? O.r Jut .._, 1a tile 
character of tiM atataaantf 

I tb.ink tb.at 1a about all tbe Jaw-brealtera tbat I 
need to give you. 

•ell, I want to be fair to _,aelt aa well aa tbe 
rest ot you. I•a watcbing tbe clock, and I can't -
on any one ot tllose tb.inga you can very well run 
around the bour . It 1 a ten ainutes pa at tbree and I 
can't in the ne~t twenty ainutes - because to be 
mutually useful to each otber, it ought to be a 
discussion and not ray Just laying down the law, so 
to speak. l'ae only way I have ever develope4 a 
state~ent is tbrough excbange ot ideas, and I 
frankly -Ita Just stopped by the clock. 

Well, some ot tb.ese questions are very personal; 
1 don 1 t tbink a nybody can answer thea but you. 
I mean I don • t see bow any bod¥ could clratt a 
stateaent - its wb.ole tone and character ai&bt 
cb.a.nge according to bow you answer these questi ons . 

I can - soae ot tb.ea are Yery easy to answer, 
otbera are Yery ditticult. 

•ill I abow it to the Preaident and consult nth 
the President? or course I will. 1 aean tbe onl7 -
to make tb.e a tateaent usetul it would be wr b.ope and 
desire to draft .ucb a kind ot atateaent that it 
would be an Adainistration atatea ent. 

low, can I atop llr. Ac:clea tree talking and anipinl 
and double-crossing ae? Jo. 

But as tar as tb.e President and wrsel t are concerne4, 
yea. I aean the Pr esident, last tiae 1 aacle a 
stat-t, was k1Dcl enougb - actuallJ be want oYer 
it tbree different tiaea. •ban be 10t tb.rougb, be 
was aatiatillcl; and be spent a treMDcloa& a80UDt ot 
tiae on it. 

low, aa to - llbile we 8&7 110t b.ave a aore clear 
fiscal pol1CJ, it &ll1bod7' a to blue I '• to bl&M 
tlaat I laavan•t broP&bt it to laia attention aore 
t or ciblJ; but I haven't felt that I uw the thin& 
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clearl:r enougb IQ'Selt. I '• DOt .woe tbat I do 

now . 

182 

But I don't want to repeat wbat 1 said tbis aonW~~. 

J)ut wbat I 1d like to do 1s to set soaethin& doq wbere 

at least I f el t aa tisfiecl aDd tbe people adrtsilla •• 

felt sati stiecl - felt it was a wortbwaila atateaant. 

I don' t a nt to co up and say tbat I •a in favor -

and Hanes agrees rl th me on tbis - tba t I' a 1n 

favor of incorporating all corpor ati on taxes into 

one and have a flat t ax . J. mean that's about tbe 

position that we're i n now, and by - without going 

into the whole tbing, but we - rltbout going into 

any explanation, we were traded into that position , 

ltigbt ? 

That ' s r ight. 

llow togo up and make a statement like that tor 

myself would be meaningless and - well , it wouldn ' t 

accomplish wha t I want. I mean ! want a double­

barreled effect. I want somet hing that will be 

helpful on t he short run, by wbicb I mean over the 

next - I mean which would catch on within three 

months, let• s say, and have a benefici al effect ; 

and the other barrel i s something IIIlich would t end 

to satisfy the people who honestly are worried about 

which way we ' re beaded over the long t1Die, by wbicb 

I mean three to t i ve years. 

Once it's down and I'm sati sfied and the people I 

show it t o are sa tisfied, the people that are help­

i ng me on i t, of course, I want to ta~e it across 

the street and get nis ideas . ~be man is a very 

able person and be's got a lot of ideas . And as 

a matter or t act, when you go over t he things we 

have brought to b1Ja now, the onl)' thing that he 's 

at all bucked up on is this questi on of the s urplus 

tax; ond I•ve asked two or three times tor an 

explanadon t or ayaelt - to explain tbe incorporatecl 

pocketbook l aw of ' )7 1 .oicb takeS tba place of tbat, 

·•bich Itve been told takes the place ot it, aJid wh7 

we don't need the surplus tax. I aean tbe thing be 

was wor ried about ... tbe incorporated pocketboo~ 

as well as • •• And I haven't cot tbat. 

but wban you co beck over the tiaa lla&Ul and I saw 
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bia 1nlloY~ '371 01' Ootobel' - 1 doD't JaM)w. 

wileD 1t ne - ••• 

loond of Ootober • 

••• we wereD't 10 tar apal't a1 to tile taa cUD~••· 

llut 1 tlliDk 1t 1 I a Role Q1181tlOD of bow n apPI'oaob 

bill. But 1 ••ey, ••rr •ucll wut to bl'llll u to ll1e 

attention, 1 want to 00111ult witll Ilia, 1 want to &et 

bis advice, and I'• veey an:dou1 tbat it 1bould be 

an ~niatratlon atat-nt as •ucll u tile llov•ber 

'37 stataaant waa. 

low, does tbat take oare of tbat Question? 1~t 

was tbe last one be bad on tbe list. 

What would you 1a7 on tbe questi on of deficit finaDclnl 

and p1.111p-pra~na? It it would be an Admnistration 

statement, tbe £dainistration is so co..ttted to bi& 

and even 1 rowing deficit s whenever tbe econo117 isn't 

worlting well tbat you can' t 1 ive tb• a t:1 ve-year 

plan alone those l11les wbicb will ever cet t o a bal­

anced budcet, or certainly whicb would pro•iae it. 

Well, tbe thing bas never been put up to tbe ~real­

dent on tbat baais . low, after all - to answer you -

l 1ye never bad tbe opportunity, and 1 think nobod7 

else bas, of aittinl down and eYer talk1n& about 

more tban aix t o tbree months on tbe queat1on ot 

relief . I don • t think be' a co.-! tted biaaelt 110re 

tban seYen aontba in adYance on relief or apendina. 

"'cain collins bacll:, 1 keep bla•1D& JQ"aelt, al tllOU&b 

1•• only one ot ma~; but 1 don't lulow bow be 1d 

r eact if we c .. e to Ilia witb a tair plan on a tiacal 

policy. I certainly wouldn't be tt.id about brilllinl 

it to Ilia, and I t~ I•• ne&li&ent it I don•t. 

Well now, 1 bad tbia idee. 

'nlat'a tbe ft7 1 feel. 1 ....;. tbere ' • a double­

barreled tb1JI&& tbe tllree aontbl, aoaetbina tllat 

will catcb on witlaiD tllree 110ntlll; and .-tll1Dc 

tbat will be &ood tor tllree to t lYe Jeal'lo 

1 bad tbil id .. to 1tart witll, but l&atblred tllet 

I •• alll01t alone in lle'l'inl it tbil IIOI'DiJIC, elld 

tbat ftl tbat nat JOU wanted fi'OI lll, at leut fl'oa 
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ua outalde tbe freeaQ7, na oar owa beat .tl4aMa\ 
u t o ~e ... avea *1«* 8Mulcl be takell aloai 
t1acal U.uea at tb1a tua alld ~at .. 8laOIIl4 
glYe 70u thet without pu1l1ne puaobea or lbadlal 
it all,)' on account ot what atat .. nta •llllt bave 
been ude at a tlae or another in the paat. 

•tat's risllt. 

low, 1 ttu.nk one reason wb7 tile atateaenta tbat we'Ye 
got now are watered down to tbe decree thet tb17 
are, bas been by aeana of tbe att .. pt to take wkat 
we bave given and make it into aoaetlling - bridle 
it over into Adainiatration policy/one sort or 
another. of 

I don't tbinlt that 1 s fair to t be people llbo ian 
worked on it, because tne only watering that I 
know bas been done I ' • responsible for. I 1Ye said 
that there are two tbings wbicb I wasn't sold on. 
One was tbe abol1ab1ng the intercorporate diYidend, 
tbe other was consolidated retur ns. 

Tbat isn't wlat I mean at all. 

I 1Ye said tbat conaistentl7, reaeaber -when you 
first br ought it to ae. 

l o, on that - I perbaps should Just aay •••• 

And I don 1 t think t bey are important 1n a big broad 
pros ram. 

I abould sa7, Juat t o clear ayself, I'• s ure, a s 
far aa I•a concerned, ~ of tbe pr opositions wb1cb 
I aisbt suggest I uould expect you to oorrect and 
clange or throw out, u you a11at see tit. 1'bat's 
Quite w1tbin tile possibilities. 

On tbe otber baDd, I took it and I take it froa 
what you have Juat said that wbat you want pre1ented 
to you is a 1tateaent wbicb repre1ents tba belt 
Jlld&aent ot tbe people tbat are preparing it, and 
doesn't represent their idea• of Wbat Marr!Mr 
.<occl81 qat tblnk, or llarr7 Bopltlna aiCAt tblnll, 
or aoaebocl)' alae qb'5 tllink. 

Taeae people uve workc nth ae ololel7 eaousa bf 

now tllat .L think tlle7 know tbat I•n never aaltecl 
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them to &1Ye • a pol1t1o state.ent. It 1'" asked 

th~a, I'•• DaYer aot 1t. 

l:io I'• not ask1A& tor tbat, and what I ns aakl.zll 

was that - end I sai d it ns one ot tlae 110st clUl'1-

cult tasks I haYe eYer bad confront u - tbat, 

in view or the world situation end the .. rlcl 

competition 1n spendin& IIOD87 tor al'UIIents, what 

is a sood sound fi scal policy to see the Dnitecl 

States or bllerica over this present desperate situa­

tion? l'bat 1 s wbat l want. 

~ow, l don't know whether - it 117 ae110r7 serves ae 

correctly, I don' t think tbat Viner wants additional 

taxes at this time . 

Oh no . ~his year? 

:ies. 

»o . uut the issue is presented differently, in 

terms of a five-year prosraa, which would ahow a 

way whereby the budset would be, say, probably 

balanced within f ive years, and t bare you can 

space any additions to taxation that misbt be 

necessary, as you tbilllt is expedient. But l 1d 

certainly say that no s tate~~ent ousht to coae troa 

the "'dainistration ursinl any net increases in tax 

r ates this year; 1 ' 4 say decidedly not. ~sycbolosi­

cally the situation is not at all proper t or tbat. 

~ell, that's the kind or advice tbat ! want. lhen 

you f ellows say£ "irell, do you asree ritb tbat or 

not?" and tnen can say •Yes• or •Jo . • •nd I 

would say that the best Judgment that I bave and 

that the President baa - tbat I would underwrite 

what be says tor this year. 

Now, where do we go the second, third and rourtb 

year? Tba t ' a tbe sor t ot tbinc, you see. And 

everybody se_. to be sor t ot - e kind ot - over­

polite; l don' t knDir Jnat wbat is tbe •tter. 

Tba t ~~~eetinc 7estercl&7 spoUecl 7011. 

'111? 
Because tbey weren't polite in tbat ODa. 
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Yiner: 
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Viner: 
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Viner: 

llagUl: 

Viner: 

Hanes : 

»o, but ••' •• bad - tba laat two da7a we've 

accomplished a lot, and I don't reel verr peppr; 

I baven't got ver7 much drive to put 1Dto tb1a tb1nc. 

Have you got aD7 

~'~bat about • ••• 

.... 

•• • observat ions you want to aake •• • 

•• • tbe expenditure s ide? The drafts that I read-

I didn't have tiae to r ead all ot tbea; I read two 

ot them - the drafts I read said virtuall7 nothing 

about expenditures . And in tbe first place, you 

can' t talk about a01 program of balanciDg the 

budget or unbalanciDg the budget unless you take 

into account tbe expendi ture aide, what is tbe 

schedule of expenditures end wbat sbould it' be? 

Now, there again I 1d al so say t hat I would not 

support aDf deliberate reduction in expenditures 

this fiscal year. 

•b&t would you do over five years? 

But over five years -well, I'd bave to study the 

lay-out; I haven't got a figure on band now, ~ut 

I feel prettv sure that there isn't enough in our 

program tbat' s worthwhile keeping for wha t it does 

at the cost it involves, to Justity more than a 

six ~nd a halt billion dollar top for our - as a 

continuing load, 

Get it down to six and a.hnlf and I •l l give you a 

Jefferson nickel . 

Well, tbere let me say that that's tbe ki.nd of 

change that can' t be ude witbout soae fora of a 

political conYU.laion, so t bet the ex1st1nc Admin­

istration, instead of eat1ng ita own words, ia 

Just laabasttnc a previ.ously ousted administra-

tion. In otAer words, it will be a new ada1D1a­

tration tbat will put our budget 1D order. That 

seeas to ae perfectly clear . •tter s1x rears or aore, 

1t will be impoaaible •••• 

There's no wa:r to 1 et the budcet reduced - tbe '40 

budcet . 
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I •• tiM plaa oa u. booU. 1 ~ u•a _.._ 
clear tUt U wtll ....... to t.e ~ •• urldavau... 

TIU.a Co111reS1 11 101111 to appropriate a~e 111 

tbe ne11bborbood ot teD b1llion dollara. 

It 18ama to ae tllat the eaot diaena1oaa ot taut 

budget oYer tbe aext t our or tiYe yeara don't Decea­

sarily bave nrr aucla to do with 70111' tax procraa. 

You've 10t soae necesaities wlU.cb 10 b8)'0Jid 70ur 

11mitat1ons in the •87 ot reasonable tax 11aoreeaea, 

and 1 t •••a to ae 7ou cu wprll: out a tax pro1raa 

that tits the situation 1D either ca... It 1t 1 to 

be a tax speecb rather tbaD a budlet apeech, I tla1DII: 

your pro1raa would be about the sue 1D eitber 

event, whether 7011 uticipate expenditure• in the 

nei&hborhood of aeven bUlions or whether 70u anUoi­

pa te expend! ture1 in tbe neipborhood of 111M billiona 

over the next three or tour 7ears . 

I don • t see thl t. Whl t 1 a tba line of reuoniDI' 

~here ' • a two billion dollar difference, and to 117 

that doesn't .. tter 11 •••• 

Tbat isn't the r eason. fhe line ot reaaonllll 11 

that our necessities outrun our liaitations in tbe 

way of feasible tax lncreesea, 10 thlt our liait 

ot expenditures lies outside or what i s tea1ible 

in the way ot tax increase• oYer the next tiYe 

7ears. 

Well, I wouldn't 1111:e thlt approacb, b ecause it 

assumes that the expendit11rea are iaevitable and 

tbat there are liaitat1oD& on our tax pro1raa 

independent ot wha teYer our expendi tva procraa 

is; whereas, .,. own advice would be that 70u 

mustn't speak of the tax procru except 1n con­

stant reference to the expenditure procru, aDd 

particularlJ to Co111resa.- that thl7 austn•t 

enr aeparate exp81141turea tr- tbe 110tion ot 

the neceaaar7 taxea b)' wtaicb to detra7 the u:pendi­

turea. 

*• can Jut be bopetul about tbe expealitare aide. 

:.bat ian1t to ae tiacal _,_, at all; tbat'a 

IOMtbJ.III Wlo 
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Well, aa a aatter ot tact, 1an't one or t-. oblet 
points ot br1JI&111,1 up th1a aole ttacal pol1q 
~uastion tbe poiat ot rea1Dd1al ouraelYea and 
Co111r eaa tbat tbere auat be this tie between tuea 
and expenditurea ult1aatel:r? 

There aust be wbat? 

~bis tie between taxes aud expenditures ultiutoq. 
Tba t is one ot the aaln purposes or th1s stateaent, 
tbat it would be one or - the becinning or a aeries 
or constant reainders tbat tbat aust be the case e•en 
i f we are not very hopeful or in fact gettinc the 
bal ance at •••• 

l'hat doesn1 t aean you bave to fix your expenditure 
l i mits over the next tour or t iva years, tbat you 
have t o be def1n1te about tbat. 

I' d say you ought to be det1n1te within liaits; 7ou 
ought to relate definitely your tax prograa to 
wha t ever expenditure prograa you lay down. 

~ou can' t lay down the expenditure progr8111, I should 
say, in this; I don't feel that tbat is the obJect 
or tba speech, t o lay down an expenditure prograa. 

It we can' t l ay down an expenditure prograa, we can't 
l ay down a budgetary or deticit-balancilll prograa, 
by d efini t1on. 

All that's lett, which is not important, would be 
some r ecoauaendationa as to cba!llea 1n the tax 
structure wbicb would either lll&intain their yield 
or reduce it or increase it. 

•eli, I don' t agree with Gaston. l agree with 
Shoup. 

llon•t agree with wbat? 

I agree with Shoup, tbat if you're goilll to talk 
about fiscal aanaaeaent you'•• cot to talk about 
both expenditures and taxes - 1 aean 1t tbe tb1nC 
is going to IlSke aQY sense . 

1•4 like to aee you put down a atateaent there , tbat 
will a ound trom eYery standpoint, because tbat a 70ur 
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Job in t:bil OoY._n,. !QIIIra tala tlaoal ott1o• 
or tile lloYa~D\, 8114 1t " oo'Gld 11t tocatllu 
a stateMDt tbat na a011114, 110 utter llboll ft ... 
it repreaanta - lt wo'Gld repr11nt JOIII' n ... • 
utter wbo alae 1t repreantl4 - l'cl llll:e to ... 
you aake tbat ata~•nt &Del aake a tlpt t o aaka 
that state..nt aa soUDcl tiscal polia,r tor ~ 
GoverDment to pursue. low, wbettaer t:bq puraue lt 
or not - ttaat 1 a be7oud your control. 

hnd I ttainlc it1s a t1gtat not only wortta ••kinl 
but, as tar as doaestl c ttalnga are concerned, ttaat 
I'd ra tber .. ke tban an:ytb1DI else in tbe traaaur;r. 

Sure . 

Ma1 I suggest then ••• 

l:.xcuae me, I want - .llr. iiagill ought to be going 1t 
be's going to go; fOil can stay a bit, can't you, 
Shoup? 

Yes, I can stay a little l ater tbia afternoon it 
you like me to. 

I would like you to. 

Veey well. I nave to leave thiS even1DI, but I 
can atay on now. 

It you could stay on. 

I can • tay it you went. 
Well, that's - I tbougbt you said you bad to get 
tbe t our o'~lock . 

It would be better. I'cl rattaer not 10 up on tba 
nlgbt train. I'n been two nilbts on the train. 

Well, ttaank you veey •u.cb. 
Let •e knoW i! ttaere's aurtb1DI L can clo up ttaere. 

You'll ask ~iale:r tor a car, won't ;rou? 

Thank you vary •ucb. (Leave a) 
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ilay I ••• 

r'leo se. 

I tbitll( 1f Ne ' re going to do tbat, this group bas 
got to be supplemented witu somebody wbo can give 
us some sort of an expenditure program, and 1 cer­
t ainly don't feel eqUipped t o sit down bere und do 
it . 

Well, l.Janny Bell ' s llvailable . bell's available. 
l omorrow is nis l ast day at the budget; he 
"Thank Ood ." I mean beginning lrl th llonday 
got him fUll time. Be knows more about it 
anybody else 1n the United States . 

'llould t here be anyth.ing in the possibility of writing 
the thing in terms of alternatives; that is, assuming 
cxp~nditures of X level , assuming at Y, assuming at 
Z level; and the.n t o g et before the people some 
general idea of the quantities involved, being not 
very definite at all , r ather indefinite, but just 
aei'ini t e enough to probe some of the possibilities. 

If 1 g ot your chief obJecti vn, IJr . Gaston, it is 
b~cause you don't want t o tie the thing down to a 
s pecifi c figure . 

ily sole point was this, that the question of wbat 
is t o be the exact volume of expenditures over the 
next f ew years can ' t be the finel determi nant about 
what the tax program is to be. l t is desirable to 
indicate that the expenditures ought to be within 
tne limits of our tax r esources; but l would say 
tha t ~e would hav~ t o advocate about the same tax 
program no metter what *~ fix os the probable tax -
the p robable expenditure program. 

1 1 m afrai d I wouldn't agree. 

Because we have so many obligati ons coming on a nd 
because Ne have such a large voluae of debt that 
ought t o be reducea tha t it runs beyond the limits 
of what .ve can feasibly do in any event; our neces­
sities outrun our capacities as t o taxation within 
the next few years. 
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I tb!Dk, lf JOU don1t a1Dd - 1 ~iak it I took 
tb.at atntu4a - I taaiDit it1a tbat bopelaaa atti-
tude •••• 

Jow, I 1a oot apa•kSQI about bal&D01nc tbe budlat. 
I•a not saylnc tbat balanciD& tbe bud&at la 
nopeless . I'll &aJlDI that eYen U JOur procraa 
of taxation and your prograa ot expanditurea would 
be balanced, witb a surplus, witbin two 7eara, 
that you'd still need tbat strons a revenu~ struc­
ture because you need to reduce your debt and you 
need to anticipate the increase in Social SecuritJ 
expenditures. 

iell, our worry - the difference is, tben, tbat 
our worry was tbat you shouldn't approve ot a tax 
prograa - our worry was lest you approYe ot a tax 
prograa llbicb would be only inadequate to utcb 
a scale or expenditures already in prospect; J our 
worry is - yours is the aaae worry, isn't it? You 
want tbe tax structure to be beaY)' enough to take 
care ot alllost an)' reasonable expectations. 

I tnink that our necessities outrun tbe limitations 
in the way of a tax prograa. 

You conceive ot there beiDI a maximum up to Wbich 
we aust push tbe tax program, because even the 
ma.xiaua can't be too little; is that ••• • 

Can' t be too great. 

I thought you had in 11ind the other tbing, that 
you were presalng down our tax program. 

lllo. 

Just speak in& to Gaston, I don't tb!Dk there 
1 
s an)' 

real difference between you and ShoUP• 

lie would aodity the tax pro&raa 1t it were toWid 
tbat tile expenditure pro1raa wben laid down turned 
out to be lower tban was actuallJ raalized •• • 

lie would nave 110re tlexibilitJ in the total aaount 
ot taxea. 

But tba dltterence is oot v er:r 1 rea t. 
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I consider our neceaaitiea rreater tban ;rou ae .. 
to consider th ... 

Necessities tor revenue. r couldn't tell lrhetber 
you Meant necessity tor ••• 

I saw L didn't make_, point clear. I was Juat 
merely aayin& tbat .l don't tbinlt 1t 1a poas1ble to 
be very detin1te about expenditures, but r don't 
tbinlt it needs to make aucb d1t!erence in our tax 
program because that wants to be as strong as the 
traffic will bear . 

I thought you were talking the otber wa;r. 

Let's just - where are we now? Wha t else can I do 
t o clear up? 

Well, you nave certainl7 cleared up a couple thine• 
on wbicb 1 certainl7 wasn't clear, as to what sort 
ot a s tatement you were contemplating. 

I think tbst I subscribe very much to .nat ¥agill 
said, tbat tbis is - the Job of making a tentatively 
final draft of tbis is a job of at least a raw days -
I 1G say it's a Job or a week- and tbat it ought to 
be done by somebody here, not necessarily soaebod7 
here now, but somebody that could be kept bare tor a 
week, where he can consult you as questions coae up 
and t alk to you, end wbere he can g et all the 
material that is available here and get tbe help or 
all the resources here. 

I agree with you. 

L tbinlt I nope very aucb tbat you will aake a 
statement, tbst you will work out an outline or 
your polic;r. I think you ought to, tbe ~1n1a­
tration and you owe 1t to yourselves to do it. 
bo I say it you can possibly reach a statement 
tbat is aatiatactory to yourself - an atteapt to 
do it - tbst would be 81 advice. 

lfiell , t.Dat's tbe a:r 1 reel, but it
1
a tbia ; it'• 

this - I need tbe beat belp I oan cet; tbat a wbat 
I need. ADd I tbinlt 1t I don't aake it, tben tbe 
stateaent tbat you aade is correct, tbat tbis 
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;.(1ain1atrat1on - tben no one will sake it in 
this Adainistratlon. 
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Now, I don't - so it seta down to, can I - not 
can I, but will I aake it? And the will is there 
if I can set the help; that 1 s What it amounts to . 
And I certainly don't expect the ~resident to s it 
down and write such a statement. 

i•ell, there are now four or five or six drafts , 
and my own opinion is that in those four or five 
or six drafts there is already the material - 90 
percent of the uterial for a good stateaent, but 
that picking out what tbill&s to say and bow to 
say thea, and the order 1n which to say thea, the 
distribution of emphasis, and checking up with you 
as the questions arise - that that's a matter for 
a t least several days, and it would be a mistake 
to try and rush it too much. After it's finished, 
it ousht to lay cold for a day or two, and then 
the people so over it once more, because it can be 
a very important statement. 

Well now, what I •d like to do is this, if :E could, 
and I think, if you don't mind, I •d like to talk 
to you about what this other thing is that 1 have 
in mind and then I'd like to have a few minutes with 
Shoup and find out just what his plans are for the 
future. Dut if I could see each of you for a couple 
minutes alone, see? Do you think tbat would be 
possible? 

•e1r e a t your service. 

You're here for t omorrow, ar en't you? And you're 
(~houp) going to go home ••• 
I can be here tomorrow or this evening as late as 
you ... • 
If you can just give me ten minutes w1 tb Viner , 
than if l could bllve f i ve or ten minutes llfith you, 
then I can tell better where I am at; and then it 
you people would take wnat we 've got f or the rest 
of the day and see it you can set something • 1 aean -
well, after - I think since we ' ve talked possiblY it 
will clear the tain& a little bit. 
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Cl&blnet April 1', l.U9. 

Prel14e11\ Mid.- :lunc1 of JNdce\ na1 JD4ed \bat 1111 

lt~~-Toi•• be ~~":1l oa::::r~-'· 
~:~~-c;!-:~..:::-~%&. ~~~ 

Co~~etrv.c\loa of l'lllll~ 3ldce· \reuterlNd. fRa hoCIJift­

.. Dt to l'llbl1e Yorb. Call Pree14e11\ cr•t• a .,.. 

4epartaent of l'llbl1o l'ora- ~ ~ ~ 
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1e u ,__., .. , .u~ ,_ -u. *' 1 .- 11111 .. -·M '"' ..,. 1 ~ " - ....... .,r ... 18 Sa 

.rUl'. I tlH atiDef _.. C hd PST lf M ..U .-.&• 

Ulit -• \e _.. lela' c.-1'* of Cncr-· .. W1e • · 

~-. Ula' _.. lola' c.-1'* wiU •' Mill ~efloU• 

1a .., -· lan1'11 .. 1•• ... m.ccc ... ~ 
h\11 c-ltti- llel....r1llc ... tll11 WtMIIel - \e 

'"* u.. etwaU• t• ,.rtooUr a1-• ..a lt t• tt cc 

wl\11 7ft I w1U 1ft U Mill Ut M.-1 teA-
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TREASURY DEPARTMENT 
WASHINGTON 

April 10, liU. 

IA reI BOlio Jolla • • B&M•. 
1faahiJICtOII0 Do Co 

I haW a lettar elated April 1, liiSII, tr011 ~ ODder 
s.oretary or tM Tre&8UrJ, requeeti.JIC that an iAftatip• 
tlon be •de ot thl olaia tUM b)' ldlo tor ret'uD4 or 1A­
. .... tax•• tor the y..r 1938, t or tM parpoee or deter­
ml n1n& whether t he onra11ee,..nt of 1Ao- tax 1A thl 
acount or $6,7&0.89 0 todioeted aa a reeu1t or a tield 
examin~tion, 11 entirely in order . 

I baTO elUilllined the rue 1A the Under Seorlt&TJ''. 
oaae, ~nd I f i nd that the ~raeeee,..nt i n tbe aaount 
or t6 , 750. 811 tor liiS6 baa been oorreotlt deter-ained 1A 
~ooordanoe with the law &D4 re~latiOill• 

1.o. ti>ll eTent thla oODOludon h eatlataotory to 
t he Under sooretary, it 11 eu;&eatM that be asaouta 
~ return the ar;re-t, rona 87S, prerlouely •1114 to 
hi.,., to the iAte..-1 .......... ~~:ent 1A obar&•. eo Churoh 
Street , llew York, ... York, t o .nc. the tlle will be re-
t urlled in aooorci&Do• with the ue\1&1 prooe4ure · 
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..... M ... 

1M lllela a' • 

,.., -· ... 
1112 ....... •-•• ,._ a '•'-w ...... 

h la I II I' X wl. ,_ F. ,. .... I Mil Ida .. 

..taa ••• ,,_, - raa•r • - ... xu;IM• la Ia 

..... I alM aiiiM tM en.&xa- lt .. walt .-&t 

t!Ue - " tM laU. o..&tMI If Ca41-· .. Wle aa • 

.. , u . ... .. 1.w ......... wtU"' ..._ .,_ ... ..._ 

ll--•-1.u.l- ... m.•uat • 
11a Caudx'- w-a. 1111 "u •••*ll - " 

.._ .......... •• rw:h:aUI "-· 1111 u " •• • 

... ,..1 wU1 sa''.._, .. ~ -
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\o e44HU •• Jplt ana r p " c ..... u... IPIIIJ' Plan ... 

u w\11 ea \lie - P•&l• •' • 1•* 1 n -'hllllir .. \Ia. - -
1 woul4 llb YeJT _. .. nu Ual• •••a •' pnn4a4 ,.. 

ban 110 •"J"""· u4 ~ .. pnn4a4 \laa' 10841Uo• lien la 

\lie hu.vJ' u4 di'Oa4 are n* \laa' I - ... ...,. 
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roB '1!11 IIOJ!!!W& 
Leo Orcnrl•:r 1e aoh a.zoo1ee4 onr a reaoluUoa 

tntro4uoe4 :ruter4a:r b:r leutor !owll .. nd, the """'"I 
Republ1oan Maber of the BanltiJIC aD4 Ourrenor Oo .. Uhe. 

!he re~olut1oa, 1n effeot, oall1 tor the aoaetarr ea4 

bank1D8 etudf a4Yooate4 b)' the h41ral .... l'ft Board. 

llr. Crowle)' urge• that rou ep.U to lenator Waper aptnd 

tb11 re~olut1on. %. ..;. l~ -to ~Je ¢ A. .. "&.. )u._ · 

• 
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HIIJr: 
rarle 
Ba1l11: 

l!liJr: 

B: 

BJr: 

B: 

!G!Jr: 

B: 

HI!Jr: 

B: 

l!IIJr: 

B: 

HllJr: 

B: 

P.liJr: 

B: 

HliJr: 

B: 

Hello. 

Good IIOrD1116, HenJ'7. 

How are JOU, l&rle? 

I'm r1ne. 

Good! 

April 14, lNI 
taiO •·•· 

202 

HenrJ, aubJect. to the p~e1oal l1a1t.at.1ona that JOU 
know I baYe •••••• 

Yea. 
• •• ••. I'll put on a saa Browne belt. with JOU the da7 
the Europe en war at.arte. 

Wonderful! 

And I think I'll be able to do a rull Job. 

Wonderful! 

Now, Henry, let me aalt you t.hU queat.1on. 

Yeah. 
On the rtrat page or the •tuea• th1a 110rn1D& ••••• 

Yea. 
•••••• there 1e an article about. how 1ntereet.ed the 
'rreaalll")' 1& 1n sett.1116 1D'netaent truete to bu,J up 
all the rore18D aeour1t1ea . 

NO -- no tb&t ' atorJ 1& 1D&oourate. Yeah. 
Well, or couree 1t 1&, and here'• -- I wanted -- I 
want to t.allt to JOU about 1t ror Jut a aeocmd ror 

th1& reaaon. 

Rl!Jr: That ' • ent.trel3 lnaooUJ'&te. l'Ye sot the atate .. nt 
hera before •• t~t the Dew Jonee baa, wh1oh 11 

oorreot. 
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8: 

llJ(Jr: 

B: 

mur: 

8: 

!!IIJr : 

8: 

l!IIJr: 

B: 

HUJr: 

8: 

HIIJr: 

B: 

HW'r: 

B: 

Hl!Jr: 

B: 

HIUr: 

Z03 
- a -

Well, let. • -- let. ae tell rou what. I kn- _,out. 
t.ha t. • t.oi'J • 

tee. 
In the t1ret place -- I don't. know whether you know 
that fe llow Waeeerman or not. 

I onoe oroseed on a eteaaer w1th h1a. !hat'• ae .uoh 
&II I IUIOW h1m. 

Well, he'e a, I think, rather 11eoond-rate fellow. 

Yeah. 

I talked to Robert lAUI&D about l1.11a. 

Yeah. 
And Robert Lellllan ea1d that 1n h1a earl,y ~~~ he had 
been d1stlngu1ehed tor not keeping h1e engagemente. 

Uh-huh. 
He 11a1d he thought maybe he had gotten over that later 
on but that he wae the aort of a fellow that Robert 
Le•un wou.ldn' t truat . 

~ 
Yeah. 
Ke hae been running around the •street• pretendtna 
that he was t~ng tor Jeeee Jonee and tr1ed to get 
»eople to come to h11 oft1oe tor personal a4vert1ee­
aent yeeterd.a.Y afternoon , and all of the leadtna 
people 1n the 1nduetl'1 retue~ to do eo. 

Yeah. 
I tried to get ahold of Jeaae Jonee on the pbOne but 
couldn't reach 41m, to aek h1m *hether he wae, bJ ID1 
ohanoe, 1ntereated. But you know very well that the 
1nveatment ooapan1el would have no proper vo1oe 1n 
•111 handling of tbat torei&D exoban&e probl•. 

Well .••• ••• 
!hey haven't got the reeouroee •••• •• 

Well no, but we have oyr •• •• •• 
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8: RuhT 

H)IJ'r: 
Wben JOU ooae down I'll tell JOU we ba•• all of our 
arrange .. nta aada with the English. 

8: 

rnur: 

8: 

I waa sure you had. 

Yeah, t.he7're all aade. 

Well, exactly. But I -- the -- the whole thing 11 
another exaaple of the lack of aatutenees of the 
tlnanolel editor of the "Timea•. 

~r: Well, I'• going to -- I ' • going to -- I think I'll 
get &bold of Krock tod&J. 

8: Yea . 

!WJr : To throw that story down. 

B: Well, I'm goln.g to -- I'm going to oall up Arthur 
Sulr.berger ••.. • • 

lWJr: Yeah. 

8: •••• ... and tell blm that be 1e &&&ln a !alee Y1ot1a 
to a cheap effort tor aelt-advert1e1ng o~ the part 
ot Mr. Wasserman. 

llliJr : Right. 

8: Let -- let'• both 40 1t. 

llliJr: I 1 11 do 1t troa tbU angl e. 

8: Beoauae 1t '• -- lt'• nry harmful trom the pol nt of 
vlew of -- lt lan't aa terrible ae 1ncogn1r.ant 

llliJr: Yeah. 
8: •• • • •• • to a eerlae of what I'• aure are very 

thought out plana. 

llliJr: Well, 1t ;you oould gat hold of -- do JOU get the 
Wall Street Journal? 

B: Well, I - I don't aet 1\ Clllt hare 1D the ooUDtrJ, no. 

Hl£Jr : Oh. Well •... . • 
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8: 

KJ(Jr: 

B: 

l!IIJr: 

8: 

i-:loiJr: 

B: 
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I can -- I oaD »•• U. rell4 t.o • · 

Well , ba•• 1t. rea4; 1t. 1 e ent.1t.le4 , 'Open Market.e 
1t war Co••• 1e Waehinat.on Plan' . 

Rlght! 

1 The adaln1etrat 1on to canter on etepe to keep 
l nduetr.r on an even keel. ' 

Yea, exactly. 

And - - and the statement 1• -- 1e aoourate and ae t ar 
ae - - I've J uet got 1t bet ore ae -- I don't eee &n7 
reference to tb1e other th1ng wb1cb the 1!1aee1 hae. 

Well , exactly . I ' • eure ther e's no connection between 
it. 

llli.Tr: Right . 
B: And t he only - - the only poee1ble connecti on there 

would b e .• . • 

llli.Tr: Yeah. 
B: •• ••• • would be. Af you Jmow Jeaae i e a poli tio1an 

at heart, and alwaye l1kea to be triendly to ever.r-
body, whether be Jmowa thea or not. 

HUJ'r: 

8: 

HIIJr: 

B: 

IIIIJr: 

B: 

I!IIJr: 

B: 

IWJr : 

Well , I'll take care ot b1a. 

And eoaebody a16ht ban walked into J e .. • ' • ott1oe 
with eoae big plan • ••.. 

Well .....• 
•..•..• and Jeeee aaye, •That'• quite intereet1ng.

1 

Yeah. 

And -- or eoaetbing or that eprt. 

Yeah. 
But the 1n-.utaent ooapan1ee woul4 have tbe1r -- have 
their out. out tor tb•· 
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8: 
sur: Well1 eee •••••• 

8: 

r:JIJ'r: 

B: 

RliJl': 

B: 

Hl!Jr: 

B: 

l:!l!Jr : 

B: 

RliJr: 

8: 

HlUr : 

B: 

P.liJr: 

8; 

RIIJr: 

No, i~ -- i~ -- the arranaeaen~e will be -- 1D 
'l'he arraft6HeD~e are all -.cle. 

You can eee , HenJ7 how YeJ'1 e..rt. ~he fellow 1D ~he 
1 '1'1aee 1 1e who eelie hlaeelt ~o a fellow like 
lfaeeei'IINI, ~o ~ake Mn.n~e ot a hiD~ about. ~boee 
plane troa 1faeh1ft&1,on an4 pu~t.111& old lfaee~ tiP 
1D tron~. • 

lfell •• . ... 

lfell, I'll be eee1D& )"Ou - - I'll be eee1116 10u 
'l'hureda,y nip~ probabl1 ~hen. 

And I'll be ·- I'll ~ell )"OU -- I'll ~ell)"ou ~hen 
whe~ -- how tar we•~e gone. 

0. J:. 

And b1 ~~ tilDe I' l~ aleo hen a t.ax •~·~-n~ ot 
flecal -- it' e real!)" a thcal apoloS)" tax etat-nt, 
mre than a tax etateaent. 

R16ht )"OU are. lfell, I'~e got -- I·~· got ee~eral 
ideae. 

lfell, I'• gl84 that 10ur w1te and 1our Dr. th1Dk ~t 
lfaehlngton will be a builder uP· 

1faeh1~~&ton, 1n the event of war, the)" think ie a 
perteot anewer. 

I eee. 

I • • hop1JIS ~hat n '11 nner h&Yt to ~1'1 ~he per­
eoript1on. 

I hope eo. 

All rllbt, old fellow. 

DelJclat.ell. 
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HKJr : 

B: 

-·-
Well, I'll be •HlJII lOll......,. 

fbanlr. 70U. 

Good b7e . 
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2. CourH of Act1Cil tar Tripartite w.bere Propoeecl tar Il1ecuu1Cil, 

3• Proposed draft ot etat.ent tc be Co.unicat.d to gonn-.ta 
adher:IJig tc the Tr1parti te Accord. 

4. Data relating tc foreign holding&. 

(a) Table - Eatiut.d Holdings of Tripartite Countries in 
11111 t.d State a. 

(b) Table - Eati.u.t.d foreian bol.dinge in the 11D1ted Statee. 

(c) Chart. - Steck Prices and Foreign TradiJ1B in Ilclleetic 
Stocks - Frca Septe.ber 1938 on. 

s. Experience of aecuriv end c~v u.rketa. 

(a) Chart end Tables - IDclex ot the Price of 'l'Wenv Induatrial 
eom.on Stocks, 1912-1919. 

(b) The Nw York Stock Excban8e in the three weeks preceding 
the outbreak of t .be Buropeen War. 

(c) Bebevior of security u.rketa during the war. 

(cl) Table on Foreign Excltange Rataa - llonthq 1914-1921. 

(a) Table - United state a Export a - 1911 tc 1920 

(f) table an Foreian Tr..:le 

(g) c-tit7 Prieee llUr1n4r the Oraat 'far 

6. Proposed w.ya of protecting the security u.rket. 

(a) XHJ> the Secur1t7 lluketa Open 

(b) Cloae the Steck l!:xcban&e 

( o) 1'rwactione on the s.curi t:r lluket L1ai ted to a rr.. 
clet.r.inecl Range ot nuotuation ot Sacuri t7 Prices tor 
UQ' one <~q•a Actinv 

(d) Purebue ot Securitiee bJ a CloYer.-nt AgfltlCJ tc llaintaill 
Pricee CD the Steck lluut 

(e) Por-tion ot a CloY__,t ~.g«>q tc ExtaDcl Creclit tc 
~ Ooow-te ~ u Collateral the Fore1&n 
IJO"cHnp ot !beir lat:t••'• 

• (f) h ;aeal tor oaaCM111nc the ..rbt tor ao•w it , __ _. 
~tie• 111 the .nat tbat the etook ...,.benp a c...,_. 
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1. Co.widerat.i.a of dNft *4 n.+ ' to '- D wd.oated to 
10.,.~to adbel'illll to ~ .. .leui'CI. 

2. llbat aotd.on, it a:r, aboald '- taka with rupeo• to .. ou.r:I.V 
Jlll'kttat 

(a) IMP the nab••ll .. ope &lid req upcm arr~ts with 
MpN"tite couatrles for orderq .... ketillg of aeouritills. 

(b) Cl- tbe • ...,~~a,~ .. -m u. aouta period pe.saee. 

(c) Lild.t tbe extent of decl.i.Dee pemi.tted each dq. 

(d) llo alee penaitted at prl- loftr thaD those co~ted 
OD ec.. FIIYiOUII dq. 

(t) Die eetablhh_.t of a puDMnt ooporation te extend 
Cl'tdit to foret&D gow~•ta uiDc as collatartl tM 
AllerioaD 8tourltite held b7 the gowmMDt. 

(!) Creatd.OD o! a Jrinte as-MY With gowra.nt eupport or 
of a sowrDMDt corporetiOD to purohue, hold &lid later 
aell eeouritiee under oondi td.ODa cltllipcl to pre....,t 
eeouri t;r aarlllot .trca clrtppl.JII btl.cnr a pr.-dttaraintd leYel. 

3. lbat aotd.OD, 1.t a:r, shoald bt tekeD With r .. psot to c~it;r 
.arlee to? 

4. lbat aotiOD, it uq 1 ahCI'\1.4 bt tekeD w1 tb r .. psot to gonl'DMDt 
boad ..mtt 

... 
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eogrM of Action for Tripart.ite v. .. bere Propoeed for Discuaeion 

1 . All Tripartite -bere other than the United Statee will 

requisition all foreisn balances, eecurltiea, aaeete and gold 01med 

by their nationals . 

2. '!'he United States will revoke gent raJ. foreign exchange li­

cense ard will tighten foreign exchange cmtrol and restrict ~nta 

by banking 1Mt1tutiona in the United Stataa. Copies of the dOCUI08nta 

aeeoapl.iebing thia lll&rked Exbibi t •A•. 

), 'lbe United Stetea will &lao require complete reports to be 

filed with respect to all foreign-aimed belancea, securl tie a and all 

assets located in the United States. Copies of such report forma 

are annexed. 

4. Other member a of the Tripartite will require aildlar c~ 

plete reports to ba fUed with respect to all foreign oomed balances, 

securU.iea and all aeeets located in their respective countries. 

·e will turniah the foreign countries with copies of our report forma 

•a • suggestion with the end in view of baTing all countries requiriJlc 

-parable information to be fUed. 

5. All the intorution tbiUI obtained will ba JUde reciproca~ 

•vailable to the -bera of the Tripartite Accord, 

• 
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Till rorecoU. 1ISl1 fUf\ltta •-••lJl;· .. ~--lll'•nr~a 

1Jlacq'4ir1Jl& UNto 1a W.. ·~•ki •' tBt'll to SU -tt 'a1 .t.e 

tbl toreip nati~ Will m. 111at • will !lew W..tloa u to 

their .. eete in thie -tl7 *iab w wW. tva - to tbaSr •••­

.. nts. Tbe foreign eccbllap coat:rol will JUNDt t11o tareipor tr. 

pul1.1llc tbe aeeete out ot tho Ullited States wh1h thie 11711tea 1o ~ 

aet up. It would - probablo thot 1a a -...ratiw~ abort u ... 

._,two weeke, the Tripartite -'ben will ba~ acqll1recl all ot t11o 

ueete 1n t hb countr,o owned br their nationale eo that it Will be 

possible to looeen tho foreign excbD'{e control. !hie JI"ICNe would 

lJ.kerlee have tba adftlltap of racilltatioc tho I)Ol"J:7illg out ot tho 

goverment 1' ore1iJI pol1"7. 

6. There rill. be Mt up e ~ttoe coneietinc of rep-e-tati'llto 

o1' each of the Tripartite -bora. Thill c~ttee wUl coordinate the 

utilization ot the foreign gcban-e aeeete of aech of tba Tripartite 

llelllbere located 1n the Ullitod Statee and olenMreJ and Will U.O c~ 

ordinate tbe liquidation ot toroign eecuriti.. . 'lhie ~ttoe Will 

IIAYe COIIIplete intcrNtion ae to tba toreip ......,,.. e-te ot aech 

countr'J, each -tr,o•e .eel tor to:reip o:rcllabp, tho OODd.iti- ot 

the lll&rkete in tba United Stateo ae wU ae olonbo:re and Will tb-­

tore be 1n e poeitica to taoWtato 011 Clrder~- ot t_.tp -•• 

aaeete 1n tbie -tr,o. ,._,, tntallJ' thio ~t.too wW. ~be ot 

an acM.eOf7 ca)IUiv, ,..t u. UhHbcwl to that 1t. w1l1 be able to 

U.rciee ~:NAt. s.nn- 1a .s... ot Ulo •e1:reo ot Ulo C11UMr fr111U"lte 
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t111e e-s-t tee md tbe taldJII of the actioD atos aut1011M, it wU1 

be desirable to uD publio & etat..Dt ot tbe Mtioa to be talcn ... 

thereby inetiU confidence in the poblic ud ee..an t~ that t.be 

,.,...~te in'V'Olnd h&-.. ccapl.ete control of the 8ituat1on &Dd ttraa 

ainUi" the probabilities of panic ccmd1t10118 reiNl.tiJII, 

7. A etat.ent ehoUld be p~ to be preeented to the ..arl.,. 

-berl or the trlparti ta ( peept 'lllglud' who ehoolcl be infot'Md of 

tbe .,.aeuree taken) , either b7 Wftf of Coohrm or b7 wq or the til:lancial 

repreeentatine of tbe gonrnMnte in 'llaabington. Exhibit "C• 11 

suggested draft or tbe statement to be giftn to the four tore~ 

govermente. 
After haVing received the reaction of the nrioua gove~nta 

to the propoaal we wiU be in a better position to decide tile next 

...,,. . 
In altemati ... •tbod or approech would be to 11nt c..,.-anioete 

with the French and 1Dd1cate oar belie! tb&t tbeJ ebould go ala~~« 
wit.b the llritiab propoaal. Once haTing p1Md PHnch appr<>ftl., • 

would t.hen conault with t l"e PHncb and Br1t1ah about the plU abow 

.,.ntioned. Tha approecb to tbe junior -bere of t.be Tripartite 

would be u.de atter an ag-nt ie reaobed bet~~een the HPtor ..eere 

thereby being able to brine atroapr pretaure to 'be&1' on tbe jmior 

-here it neceta&r7o 

8 . Con.Utati- wi.tb cane'• tor the parpoee of obta1Jd.DC aiailal' 

•rrana-ta wi.tb tba c....., ... ~ to be .. rt&IDIL 
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Propoeecl draft of eta~ to be c "' cat.d to 
SO"~ta adllerinc to tlw Tripartita Accord 

'Die countries who are -ber• ot the Tripartita .t.ccord anc1 

tbeir natiooa1s now hold in the Uni tacl States OYer $500 eclll1cn 

or eanoarkecl golcl, oTer $1 bU.lion ot bank deposita, OYer $2 bil­

lion or American securities and OTer 81 bill1on ot clirect in­

nst.oenta. Doubtleaa each of the countries likewise baa aub­

otantial holclings ot aaaeta in ether countries. 

It bas been the policy ot the United States freely to otter 

ita banlc1ng, inTeataent and golcl tac111 ties to the g<>Tenaenta 

and nationals ot foreign l.ancla and thus to proTide a haven tor 

1\lncls seeking inveatunt ancl security, and it is our hopeful 

desire, as it 1a no dou.bt yours, that we shall be able to con­

tinue to do so. 

'Ira feel that the interests of the members of the Triparti ta 

!ccorcl now uJce it desirable that there be pr0111pt consultation 

directed toward protecting the aecuri ty, cO!liOOcl1 ty ancl IIIC""7 

markets in the event of war in Europe, and agreeing upon effec­

tive aeaaures for that purpose; with particular regard to preYent­

ing panicky IIW'keting and utilisation ot aaseta in the lll&rketa of 

the other cou.ntriea. 

Our joint interest in this problem, together with the record 

of satisfactory cooperation uong the ~~~embers aclharing to the 

Tripartite Accord should aeaure the eucceaa of ouch consultations. 

We would appreciate a pra~Pt expression of the attitude ot 

your 0ov8l'l'lllel'lt with respect to this proposal. 
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!eu.&t.d Hol.diJI&• of Mpartit. 001mtri .. SA OD1Wd Stat. 

(lft ldlliODB of dollar•) 

I 
Otber 

I 
1 total 

Stoclal at I Short.-'!Wra ~~-
llaD4• I Jlal-· I Oold I Jnftllt.eJltll I 

I 
I 

31 164 1,563 
~t.d liJIIdC8 900 468 

53 683 
rr.- 220 216 194 

580 131 1.43 129 983 

490 240 139 68 971 

11prU 121 1939 
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Subject: 

J-ArT 6, 19.37 

llr. Ostrander 

The New York Stock Exchange in the three - lei 

prece<ling the outbreak of the &!.rope an 'l'ar, 

August 1 1 1914 

'l'he history of the N p York stock marlcet in the laat tl!ru !!tic! 

before the outbreak f the 'l'orld War be ded into ri 1 

1 a period of oomplete indifference to tbe &.lropean situatiCG and 

concentration on minor domestic problema) (2) a period of continued 

eoccentration on domestic problema, but w1 th a recognition or heuy 

forei gn sales; (3) a period in which the marl<et •as dominated b7 

forei&n sales 'lli.tb, however 1 heavy buying on domestic ..:cau:nt1 and 

(4) a short period in which the domestic buying market began to col­

l apse , and overnight it waa .f'owld impossible to reopen the Stock 

Exchange. 

l. I n the business week , July l)th to l8tb, only domestic factO£! 

were ~~tioned as influences op market conditions. These raetore in­

cluded the rather poor state of trade 1 the unfavorable railroad posi­

tion due .to an axpeoted unfavorable rate decision by the I . c .c. 1 and 

tl:e rather favorable crop situation . '!'hero waa, however, mention of 

the fact that Amsterdam was aellinll throughout the week •on arbitrate 

account . • The New York Times averaee of 50 stocks closed at 66.6) on 

Saturday, July 18th. '!'he volume of a ales throu&bout the week etood at 

betll'een 200 and )00 thousand shares. 

2. In the period. Ju).y 29th to July 23rcl . daoeatic f&etora con­
tinued to hold the center of attention M 1nfluencf1 Upcx! mar!ctt cop-

di tions i however . i t wy ack:nowltde!cl that heaVY a &lea Wrt being mf!!t 

on foreign account• The alight weakness or the market (lin York TiMe 

averate , July 20th, 65.81, July 21st, 66.2;, July 22M, 66.20, July 23rd, 

65.?6) was ascribed to continued difticultiea in r..U., includi.ng tha 

Government suit 118a1n&t the New HaTeD railroad, the failure o.f' reorpnl.­

satioo plans for the Rock Island railroad, and the continued iDfluence 

ot the I .C.C. rate decision. Large ealee oo forei&D account were IMtl­

tioned in the market reports each dq. The ster11nll exchange rate rose 

t.hrou6bout this per1nd and on WedDeadq, gold waa sent to Canada, and 
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011 !buJ"ad.t.Y $2! _,,,, ot FJd - eb1ppecl to Pari.a, llarlret re­

porte laid tbe uchen .. ..,, t to the npatriat.i.aa of 1IDI8, u a 

relllllt o! toreijpl aalae ot .a..rl- MGIU'itiea, 8114 to the intlutD08 

o! bipr dUCOWlt rat.. iA aarop.. finenohl oenten. 

).. Op Friday. Ju1y 24th . tar tht tint t'••. the ;pMtttltd. 

n.uooean situation •00 aalt1 ot HqqriY.tt op fOJ'!ip acooupt. wn 

sentie!!!d y tht prtd•1n•nt yrkat 1nflutpcet. The dCMttic pprcby­

i,n& wu t\ron8• ho!!mr. t.hrn!~ut tN• ll!riod !b1oh luted tl!ro!yb 

tednesdu , JulY 29t.b . The New ~ric Tiaea aTerap ahoftd two period8 

of weakness in each cue, tolland, howenr, by alight stnflgt.beoing 

o! tbe market (July 24tb, 65.00, July 25t.b, 65. 06, kl7 2?tb, 64.69, 

July 28th, 62.29, July 29tb, 62.42) . It waa estimated that 011 J'riclq, 

Jul)' 24th, approJd.mately 25 tbou.eand ebarea wre sold tor toreijpl ac­

count, and over the wek-end financial writers adDd tted that the cur­

rent weakness of the marlcet had JDUch more to do rtt.b the &lrope~n ai tua­

t.icn tban they had fon:erly realised, n.tring the first three dqa of 

the next week, the volume of sales increased trea:endoualy and it wu 

generally held that foreign sel 11 ng IIDOWlted to about one-quarter of 

the totel. (Vollll:le of salea1 July 24tb, 290,000, July 2?tb, 4?5, 000, 

July 28th, 1,020,000, July 29th, soo,ooo.) Throughout this period, 

altbougb there was SCll:le domestic abort-selling, domestic purchasing 

alway~~ tar exceeded the vo:wme ot dCIIlestic sales. Odd-lot bu;r1ng wu 

llea'f)' as was investment buying. In general, it ma:t be said that through 

July 29th, the New York IIW'Itet did not concein the poasibllity of the 

outbreak of a general &!.rope an War. No reasons were adnneed for the 

heaVY selling of American stocka by foreijplers other than the fact that 

after llonciq, July 2?t.b, the New York Stoelc Exchange wu the oalT frH 

oarket for liquidation of aecuri ties into cash, as !rom llolldq on 

Quopean bourses wre cloaed or reatrictiooa on trading were in etteot. 

One feature of this period was the almost COIIPlete lhsenee of llllT pu.z­

ehaaes for foreign account. However, t.brougb July 29th, Alllerican ~luT­

ing lhsorbed the huge vol.Qu of sales rttb only a relatiTaly .u,bt 

decline in average prices, in fact the lll&l'ltet rallied 011 •ed.Deeciq, 

July 29th and the New York Ts-a anrage rose , lJ , 

Heavy gold shipment& to Canada and &!.rope c011tinueci1 uounting to 

nearly $30 a11Hon oo llondq, Tueedq, and Wed.Deadq, July 27th to 29tb. 

In spite of the shipment of gold, the d•and tor aterliDg eDd other 

11uropean currencies continued to rise above t.be export point. The ex­

change situation beca. nr:r chaotic, and the coat of iruluranee 011 gold 

shiprcents rose rapidly. · 

4. The preesun of foreijpl sales on 'l'bunda;r, kl7 )Otb, 1D ..:ldi­

tion to heavy d-atic sales, aore than otteet beaT)' de• .. tic inna1Dct 

bl¢n8, end the ll&l'ket tell heavily rtth a total ...,1•e ot ewe of 
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nearly 1,300,000 shares. CR tl!1• c1v tilt lip XOJ'k llll'lc!\ bt• to 

realize that a FwootiD 'K WI 1P"Uet9•• 1ee•Uo bJmn bt'P 

to hesitate · and atttr tb• e.erk•t. qlottcl . tbty wUMm tp\inl:t. 

Tbe !lew York TiMe 8YU8p or 50 stocks f.U to 57.77. Tbt lift York 

Stock Exclwlge na the o~ exchange r-e1n1ng opec. Jn eddit1oo81 

~ llil.lion of gold wu en&aged 011 this dq 1 but the n .. l nel of in­

surance rates made enn the withdranl. of aold alaoet an Ulpo8eib1llty. 

'!'he exchange market was paralysed, and credit transfers abroad were 

ilaPOasible. 

Although it had been decided that the New York Stock lxch&n&e 

1l1lllld open as 11811&1 on Fridq, July 31st, the realisation that ~pam 

'far was already a !act c- to the !lew York ~:~&rket onrnigbt, and b)' 

nine-thirty on :Fr1<iq morning, it was realized that oo dcmeatic bu;ying 

senti&ent existed, and that to open the Exchange -.oul.d be dieaatrowo. 

After a hurried meetin& ot the Board o! Governors 1 the Stock lb:.change 

was ordered to remain cloaed, and it did not open again tor 4 1110nthe. 

ThAI llew York Times financial heectl1.,., read •Stock Exchange auepende 

trading as a measure o! protection against foreign liquidation. • 

F'l'Oa Jrahhj 
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.,..,. AprU U, 1939 

TO Ill'. 'lblte 

,_ Hr. Ga .. 

subJect : Behavior ot eeourit:r ll&rkete durinl the war. 

1. Eurooean stock aaarkete !let t he outbreak ot the great 

war by closing their doors . EYen the London Stock Exobaase, 

which had never before eue~ended bueineae even in the Rapol­

eonic wars, ahut down 1ndetinitel:r on the aomina ot JUl:r 31, 

191~. Hnlt an hour before t he time tor opening business on 

July 31 the Board ot Governors ot the New York Stoolt B:xohange 

snld t hey would remain open but before the regular open~ 

hour or 10 o ' clock they changed their m1nde and closed the 

exchange unt 11 further notice. It was not reopened to un­

reat r1oted trading until April 1915. On Jul;r 30, the d&;r 

before the exch&nge suspended business, 11an7 important seour1-

t1es had f allen to pr1oee 20 to 30 percent below those ot the 

t ew weeks betore. 

It is sPid that before the stock exchange govern ors dP­

~1ded to close on the morning ot Julr 31, they bad obtAined 

definite 1ntoraat1on ot a Wholl:r unprecedented volume ot 

sell ing orders cabled overnight from Europe t o New York bank­

ing houaee t or executi on at any pri ce obtunable 'llben the 

lilarket should reopen. It was ntilated that in Jul:r ot 19111-

fo~eignsre held t2,~ million worth ot etooke and bonds ot 

American cOIIpaniea. With European exchanges all oloaed, it 

wns im~oeeible tor AMericana to liquidate their toreisn 

securi t i es. It was belieYed t o be lapouible that the .&Mrioan 

marke t could bu;r baok $2,4oo million worth ot eeourit1ee 1t 

Europe i nelated on selling. l?rioee would have to tall to un­

Qreoedented lowe. 

2. 'l'ha oloainl ot the Stock Exchange during the tour 

mont hs after Jul:r 1911j. had put an end to lares eoale bu:r1nC 

or Selling ot atooke IIDd bon~ whether by domaet1o or b;r 

foreign 1nveetere. However, ealee between ind1vi4uale wwe 

resumed. Atter the tiret tew weeks a group ot unott1o1al 

brokers besan to useable fl"'8'l"1 da;r on the Wall Street side­

walk to deal 1n stocks. !he Stock Exchange denoanoe4 th1e 

9raot1oe and torb&de 1te own aembera to take part 1n 1t. 
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fbis yaa called the •outlaw .. rket•. In October a tew ot 

tbe aidewalk broker• began to publ1eh ttpewrltten eheete 

ot dallY closing prl ces. The prl oes oauaed aurprlae be­

cause the sbrlnk~e oYer the Jul7 }0, 191~ olollng leTel 

wu very slight. On December 11 , the laet dat on mlah 

orices were quoted 1n the outlaw market , most ot the atan4. 

ard investment share• were selling at praotl oallt the same 

prices as those ot July }. 

Dealinge 1n bonds alone w1th mlnlllum prices prescribed 

so that panic breaks were 1mpou1ble and w1 th requirement 

that t hs origin ot sales baaed on toreign orders should be 

declared by brokers executi ng them, had already been re­

sumed on November 28. Bond prices attar a momentary de­

cline had gone above the final July quotat1ona. When 

tnlnsact i ons 1n atooks were resumed on December 12, 1t was 

r equired by t he Stook Exchang e author lt lea tbrl. t all aalee 

~ould be made tor oash. Advances occurred at onoe beyond 

the stipulated m1n1111Um prlcea and beyond the hlgheet outlaw 

market quotations. On Aprll l , 1915 the Stock Exchange, 

now completely reaaeured, remoTed all restr1ct1ona. A very 

rapid edvance occurred i n all kinds ot ahlores 'll'lth unusuallt 

l~·ge tr~saotions . This advance continued through 1915. 

J . In 1915 and 1916 rumore of peace negotlatl ona were 

cnnatantly e coompanied by declines on the Stock Market. On 

one day ot March 1916, when unfounded peace rumor s were 

spread, declines ot 2 to 7 pointe occurred on the Stock 

l:ai'l:e t. 

I n Oct ober 1916, somewhat better substant iated rumore 

or a German r equeet t or Amer1oan mediation wer e f ollowed b7 

P break of 10 to 20 percent. FlnRlly 1n December 1916 , when 

Germany actually appealed to the neutral powere and when 1t 

became known that President Wilson had asked the belligerent 

governments to etate their war alms eo that oommon ground 

for peace negotiations might be establ 1ehed, something llke 

a ~anlc occurred on the Stook ~change where the deol1ne 1n 

prices wae t he moet violent ot the whole war period. 

~- Stook market was not eloaed 1n April 1917. The S~ook 

llar ket had prev1ouely undergone a eweep1ng deollne 1n December 

1916. !n February 1917, on newe ot rupture ot dlplomatlo re­

lati one with the Ger.an GoYernaent, 1nduetr1al shares tell 

10· to 20 points. In Aprll , tollowlng the Pree1dent •e war 

mesa~e, the7 broke 5 to 10 polnta further, and a rapid de­

Cline 1n the autumn aonthe brought pr1oea ot act1Yelt traded 

at ooks 30 to ~0 below the leTel wbere they had etood at the 

beginning ot the 78ar 1917. Tble wiped out the great • peou1a-

£~r:lg:6~~~~r,lg~d !:dtl~1t&.t'~:l ~~tt;r7r:l
1:!Io:¥de~:~r; 

t he average reached b7 thea 1n the pan1o ot Jul7 30• 191 • 
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aLa '• • ....... ·~ 1~ · 1,zl 

I I I I 

I 1914 I 1915 I 19~ I 1917 I 1911 1919 I 1~ I 1,a 
I I I 

»-U •• ,.,....... 

p n '!' 7 

J~ tE 4:= t~ tS t~~ tl t.S tm ,._, teoo .... 4:'163 4: ' 
-4:715 

J;l1 tE t~ tl til ti t* El ~-J-. 4:'174 -4:621 

Mr ti t~ t~ t~ t~ 4o4:8 t! tS ;.:, rt, 
4:2'12 

4:?;/ -4:755 4:179 

0 '' tE t~ 4-757 -4:752 ti t~ 1:11 tm .. 2 4-757 t~ • 2 I 4:720 -4:755 

C..\e ,... flr8M - J_, 19·25 19·30 17:10 17.10 17:45 18.30 8.48 i:! ... '7 19·30 1~o10 1z.oo 1~.10 17:50 18.~ 7:04 ..... 19·30 1 ·90 1 .&j 1 ,10 17:50 17· 7·19 

ApU 19:35 18.8o 16.~ 17·35 17:50 16.~ '·I t• .. 19·<10 18.6o 16. 17·45 17·50 15:80 (,, tl 
J- 19· <10 18.00 16.90 17.~ 17,50 15.65 7:92 

Jal)o 17o8o 1~.~ 17·~ tt~ 8.13 7r~ ..._. 17,15 1 ,YJ 1~ l:1 7· ...... 17.00 17·25 1 25 u.'}6 74 7·28 

6.~ 6, 
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tJaUe4 Spteo hn1p fnle • 19U ,. 1920 

(Ia a11Uou of 4o1laro) 

I !oial 
trab wi'lt. 

Te.!' I 
haa 

01'\01 \o 

19U 2,09) 1, 5}2 99 z,o 1211 . 122 61 "' 
1912 2, 399 l,Cll 607 313 155 1Y. 1. 52 

191} 2,l!s~ 1,793 591 272 1,.. 139 79 55 

191~ 2,11~ 1,719 600 217 170 ~ 91 " 
1915 3. 555 1,779 1,191 251 501 71 270 52 

1916 5.~3 2, 392 1,117 305 1161 109 ~ 60 

1917 6,~ 2, 952 2,009 210 ~1 99 ~19 36 

19111 6,1~ 3,031 2,o61 1119 931 60 1192 2k 

1919 7, 920 3.~ 2, 279 309 193 l2k ~3 " 
1920 1,2211 5.271 1,125 51 .. 676 166 J72 75 

'l'rtalll!';r Depar\Ma\, D1rto1oa of lloao\&1'7 baearolt.. jpr1l iii, 19}9 
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181"81 .. ,.... • .... Olatll'lH, 1913-ltll 

(Ia lllWou of .. lhre) 

- : U!!l, t!A 1\a\!1 I lldHAP'dE I IHJI 
tw 1Jxporto

1IJ1110rh
1
W•oo::llqpone

1
b!PN'\e

1 
.. J•oo

1
:11qporh

1
I•n•

1 ~-
; I; I I I I I 

191~ 2,4S4 1.793 + i91 3.019 3.7111 - 652 = ~ - llt 
191 2,114 1.7S9 + 165 2.581 ~.1117 -~ ~~ - m 
1915 }.555 1, 779 + 1, 776 2,)00 ,0111 - 1 , . lloO 

1916 5.483 2,392 + 3.091 2.11~ 
-·51-

- 1,6110 -72 1,., - m 
1917 6,2~ 2.953 + 3.2111 2,131 2·059 - 2,212 laiiO 1,162 - 1,1112 

1918 6,1 3.031 + 3.111 2.531 .251 - 3.1~ 1131 2,103 - 1.6tl5 

1919 7 .9a:l 3.9011 + 11,016 --.~ 7.197 - 2.933 690 1,19() - 1,100 

19ZO 8,23!1 5·279 + 2,9119 5.706 7.012 - 1,376 515 1,33J - 1111 
1921 11,485 2,5()9 + 1,976 3.111 -.17S - 1,060 ~ 726 :m 
1922 J,SJ2 3.113 + 719 3.6116 II,IIIJ3 - 797 150 - ,01 

lpl'11 12, 1939· 

- ., 
- lfl 
- lol55 

- ;r.II6T -,., 
- 3.125 
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Clai w4 l t• l •• - l..doe• ot a1.1 Co:t-Alv h'loe• tu:14 hloe• ot ep.out.o eo- uu •• 
loloau.ly - ~14 - 1918 

' fiZIIa I e:.IIOC:teoat, .... l Copper I I ' ...... •i'et.role~a1 Bu.\~- ' IUk, • ' 
11U, E-.. 1b:a:U.-.chreo1H1 ' 

CoUOl\ t Pia U00. I ;wzlgwn 'Pvw..UP- 1 -I till • ..... • -.1 

• • • • UliWtiii I • • • • • • 
aolv.l,r 19l3tl)Oll.r I tloll&r I DollU' ;J.auic:M I 'Dollu l l)oll I tbll.ar I tlolla.r I tbU I tbll.U I ~1\ 
I - I per ..,._,per ioa I pn pow:i4 I lloU.:r I per ton I ar 1 pel' pJ... 1 1 ez 1 .. 1 U 
aJ-. 19141 rel 1a Ua 11. t.Ho J. T. tPer r.\1114.1 l4 ,~:r ~ loo. ,.,_ JIOYD4 ,pw ~ ~ t .- po\Dl 
t : lO? tJ. J, 1/a I I la • T•1C~U• 1.4 J . Y. l tv. I . t. t la I.T. 1 la •• T. !\a I. J, 1 b. .. ewe. 

1914 

J-. 100 $1.51Pl 15,2000 .1d :~ U3.8500 ·0411 .1200 .~ *4.0250 ·5600 , ... 100 1.5800 5-2000 .~ 1J.8iOO .04J5 .1200 :E 4-1~ ·5SOO ... ; 1·= f! :~3 o1~ tl:~ :gm .1200 !g ~fa ... 1. .1 .1200 ... ,., 1.5!JOO ·1.400 .1~ 1).75')0 ·OW .1200 :m: ~ ,., 1.5800 .1~ .1 13-3700 :i .1200 
JvJ.r ,., 1.5800 4-~ .1)]5 .1)13 1) .)000 .1200 :! 4-4~ .~ .... 1Cll 1.5800 5·~ ·1221 .1200 13-2500 .1200 4-4250 .~ ..,.. lCll 1.51)oo 5-1 .1200 

:~ 
13-2500 :I .1200 4·Cffl0 .~oo - 9 1·= ~= .u~ 12.9000 .1200 ·~ ~! :E ... 1. :~ 12.9000 .1200 :~ -. 1.5800 5-1958 12.5000 ·~ . 1200 

1~5 

J - 100 1.~ 5-~ .1]52 .o828 12.41100 ·~ .1200 • 7100 3·3250 1.= ·'700 - 100 1.5800 5· ·~7 .01);4 12.4IJI)i) • 3 .1200 ·5500 3-4250 1. :=: ... 100 1.4400 5·1'138 .1~ .o8iJ<J 12.2700 ·0405 .1200 ·5350 3-~ 1.5485 .... 100 1.401)1) t~ .1 .1~ 12.)400 ·0422 .1200 ·5J50 3-4750 1.~ :J:: ... 100 1.4000 .1~ .~ 12.41100 ·0427 .1200 ·54!i0 3-4750 

::~ ~- 100 1o))'l5 •ij .1 ·*7 12.5000 :~ .1200 ·54!i0 3·4250 :! JvJ.r 11)i) 1.~,~ 4- .1lrl · 0929 12.7100 .1200 ·5350 ~·~ 1.4 .... 102 1. 3 5- .1 .0)~ 1). 7100 .o¥6 .1200 :~ ·4250 1 • ..,t. 102 1.~ 5·1 • 1675 .10§8 14·~ .Q461 .1200 3·~ 1 • 

Js - 104 1.~ 5·1t .1m ·~ ~1500 • Q46o .1200 .50)5 3·~ 1. .... 107 1.4225 ~·1 . 1 :11 .Ojl6 .1200 :2m 4·1 1.~ - w 1.751)1) .1 .1,73 17.1000 ·0536 .1)00 4- 1. 

1,16 

J- lla 1.6700 5-2726 

=~ 
. 1240 17·9000 .~2 .1JOO .11}50 4·6500 1.~ := ~-~. ll 1.6~ t.~ .1174 17·9000 ·25 .1,00 ·6550 ~·2500 1. -· 121. 1.6 .1~ 17·9000 ·O'M .1200 :i · 5500 1.1 :e .... 123 1.~ 5·1 

·2716 .1 17·9000 ·Oi6.J .1200 6.2500 1.~ .... 123 1.6 5· ·2737 .1291 17·9000 :~ .1200 5·1,00 1. 
J- 122 1.6700 5-1 .~o ·1294 1z·3400 .1200 ·~ 5·2000 1.~ .eooo 
loll 123 1.6~ ~;r, .~1 .1:J04 1.~ .CI6]5 .1200 :~ t~ 1.1 .eooo .... 125 1.b .'i4£7 ·~ 

16. .c624 .1200 1. ·7100 ..,.. 127 1.6700 5·3'J90 ·25'33 .1 1~.28:10 .c681 .1200 :~ 5·3500 1.ii 
.~ 

0.... 1)2 1.6700 5-~0 :W,J . 1 2 1 .Ojl)i) .O'p> .1200 5-2";00 1. :e .... 141 1.6700 t~ .2006 22.4000 ·0704 .1200 .6700 5·7500 1. -. 144 1.11;50 ·3174 .18?.4 25·,000 ·0751 .1200 ·7200 5·7500 1o7470 

1917 

~- 1.48 l·= t.~ ·28o5 .1~3 26.1000 :~ .1200 :~ t.B t~ :: ,_. 
t~ 

2. ·3173 .1 31 27·5250 .1200 -· 2.0200 t= · 321 .1~ 31 ·9000 .O!PQ .1200 ·7500 5o J 1. 1·: ... 2.1~ ·2924 :~ '51·¥»> .C>J29 .1200 ·1¥1' 5· 2. 1 • ... 
~ 

2.1 5-.,~ .)Qll, 41·,000 .1021 .1200 .72'/J 

t~ 
2. 0 LOOOO 

~-
2.1,0 t.~ :5 :~ 45-151'0 .w7 .1200 • 72'/J 

2.! 
1.0,00 

JolT 2.1200 ~·9000 .1"7\ .1200 :~ 2. 1.)300 
~ ~ 2.1200 

UtE ·2586 4~·9'Xl0 :~ .1200 z·)l,.;l r~ 1.4400 ..,.. 2.1200 ·2STI .2271 49·9000 .1)00 
:~ .~ ti - il 2.1200 . 2)50 :$! :l'}.,OOO .li.71 .1)00 ,.,a 2.2000 -· 2.1200 a:mt .rno :!5-9000 :~ .1)00 :~ t.~ 2.2000 - 2.1200 ·2350 :l'}.,OOO ·'"""' 2.2000 1. 

1,18 
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CqqtgoditY PriMa Plr:\ng t bt Great Jar 

Qeneral move!D8nts or £9""'9dit¥ priw 

The first hal.t of 1914 1l1lf a period of mild depression . 

Prices dropped 4 percent fran December 1913 to lol~ 1914. When 

tho war broke out at tho end of July food prices, particularly 

the prices of Slll;ar and graina , took a sharp 1e~ upwarde eo 

that the index number of all c01111!10d1 ties compiled by the War 

Industries Board advaaced 4-1/10 percent in one month. However, 

by llove::~ber the price index had aqged back to 98, oo1y one 

point above the level in the previous Ll~. 

There&!ter the price index remained stationary at 100 ror 

the first six months of 1915. No important rise or prices took 

place unt11 late in the fall or 1915. From October 1915 to 

July 1917 the advance was exceedingly rapid, averagina over 

2-1/2 percent a month. .Already in Auj;ust 1916 prices stood 

25 percent above the pre-war level! by February 1917 they ""'" 

over 50 percent above the pre..,ar level and by ~ of the •­

year over 75 percent. The areateat r iaee occurred in the months 

of April and L!ay 1917 illllllediately arter the entry of the United 

State a into the war. Tbe War Industries Board index of all 

ca:!l:O<Ii ties rose 9 percent in the single rtooth April 1917, From 

February 1917 to July the price index rose over 25 percent. 

After the entry of the United States into the war, :eaaurea 

were taken to cu.rb the price rise. Prices receded fraD juBUet 

throuab December but they resumed their rise in 1918. 'l'hou.ab 

the rise in that year 1l1lf 111Uch more gradual than in 1916 or 1917, 

still the price index ror the period 1914-1918 was at its hiaboot 

point at the end of the year 1918, being al.aost uactly twice 

aa high as llbeo t he war broke out . 

Prices of priJlcipal coanodit:r m !!J)I! 

Chemicals had the -t dr-tic price h1ato17 of 8'D:1 ot 

the groups into which CO""'Odi tie a wre d1 Yided l:JT the 1Jar 

Industries Board , The United State• bad bHn larply dependent 

upon Clet'IIIIJV' ror ohaical.s berore the war, a-leal prioea coD­

eequent1y began to riae in S.pte.ber 1914, ud had doablecl l:JT 

llaroh 1916. 'l'bere&tter dOMatio oMmioal procl110tioD _. greatly 

stimulated and the iDdex -ber ot ct.d.cal priOH t ell .rr. 
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201 in llareh 1916 to lS7 in Fabrua17 1917. C~cel pric .. 

rose again when tne Un1ted states entered the war but tlw)' 

never quite attained tbe le.,..l of Jlarch 1916. Price riees 

were kept to relatively moderate lnele alter the ent17 of 

the United States into the war, largely as a result ot the 

SfStelo o! go'ftrment price controls . 

l!etal pr ices tall on tile outbreak of t he war. The pre­

war leftl of 1111tal prices waa not passed until Uay 191S. From 

that point forward, however , t ile rise wee exceedingly rapid. 

From Ill!¥ l91S to Jul,y 1917, the index number of metal prices 

rose from 101 to 333 . The periods ¢ moat rapid advance were 

in the Autumn of 1916 an:l in the montbe immediately following 

the kllarican declnration of war . Upon t he entry of the United 

States into the war gowrnmen t control onr metal prices was 

established and the index numbu consequently fell l2S points 

between July and December of 1917. Tbereaf'ter 11:etal prices 

rose only 8 points, froo :!OS to 216 Wl"in& the duration of the 

wa.r. 

FUol prices ware elso unfavorably affected ey tile out­

break of war in 1914. Fuel prices had been f all.ing elowly 

at ths beg-! n n1 ng of that year and they continued to !all unt il 

Allglll! t o! 1915. Attar that they rose , tholl8h r-ining until 

April 1918 below the level of the index o! all commoditi es. 

The clothing group also declined on the outbreak of war 

and only began to mo'ft upward in January o! 1915. Thence 

the index rosa steadily throiJ8hout the war, 8'ftry single 

month ahowing an advance over tile preceding .,.,..th. No aa­

peciall;r great riea took place ilm:ledia te1y attar tbe ant17 

ot the United States into the war. K01111ver, durin& the la t ter 

part of 191? and during 1918 the index for the clothing gl"'\P 

gradually outstripped the index of all cocmodi ties. It ended 

the war at a higher level then lUI¥ other group index. 

Food prices nacted marply to t he outbreak of the war 

but the riee o! the first two 110nths was not maintained. In 

October o! 191S the index stood at only 99, compared With 104 

for the preceding ,-ear. By .April 19171 however 1 tbe index 

had risen to lS7, atill 23 pointe be lOll' the io<Mx of all ~-­

moditiea. Kowever, the advance was maintained throughout the 

war . At t be and of Dacellbar 1918 the index of food prices 

was twice u . high aa it had been on tile outbreak of war. 
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JN1141 .. •Hrial prt•• U& •t rt• u _. cbll'l .. 

\be wv u o\ller i1141lo hn la 1916 4vi., \lie ana\ oo ... 

e\rucUoa H-. 111Ul41., prl- n.s .... _.o .-.t. \llu 

other pr1•• · At \lie o ... ot 1:)16 tu 'IIIU141., _,erul 
price 1ll4u Mol rhea k oalT 119 Clllllp&J'Il4 wU!I 96 a\ \lie 

outlrMI< ol war. Ia 1917, ....,..or, \lie rlllo ae ~' 

twice u ri!J)l4. tbe l'lH ae ala\all!H \llroqlloat 19W. 

sun the bv.UUili -torSale c;roup e.a.& \he ar wU!I aa 

U.S.s -'bor of oalT 185 ...-rll4 wl \!1 aa 1ll4u of all -

~\lee of 203. 

!he rv.b'bor, pepor, aB4 tl'boro iJ'O'IP e4"rUoo& t.ae \ua 
uq other 41lr1Jli the w.r, tbo .a.....oo .. ooau- 'llod 

quite jre4ual, A OOIIparaUY01J' llharp rho \oolt plaoll la \be 

.oath. of the ov.th.rNI< of the wv, tbe 1 .... s -bar llO'fiJli 

tro• g6 to 101 troa h17 .. acut. 1914. Bow.or, tide 

rate of r1M - aot a1a\aSM4. I .... o4., Sa Sep\oabor 1915 

the s .... , -ber e\oo4 11 po1ah bel- \he t.•ll of tbe pro• 

OI4Sili ,_... .. lllplloiallT llbarp rho toolt plaoe llboa tbe 

11111h4 State• oatoro4 tbo war. rue lll4u ~ton4 o~ tre. 

146 111 JprU 1917 h .163 wboa the war ee4o4. 

Pr1ooe of la41rl41al co : iU Uoa 

!he prloea of wboa\ aB4 whea\ pi'04ueta .on4 v:p •el"J' allorplJ' 

011 the ov.tbnak ol War 1A 19111. 1M 1 .... s roee troa g6 ill 

Jl117 to 150 ta !larch of \be followSac ,_.., U\or \ha\ 1\ 

fell, larplJ' u a reav.U of tbo pbl-llllll7 &oo4 crop of 

1915 wlliob. rMahll a!tft\ 1 blWoa bv.llbllla. fbo 1916 orop .. 

wu oal7 -'ollo\ Mlf llll larp .. U.. 1915 orop. Prteoa of 

wheat &ll4 'lltwat proaota oo•oqua\17 roao troa UO la Jul7 

1916 to 189 Sa lfaroll of 1917, fbo oatr7 of \ha 11alto4 

Sta\oe lato tile War 'llrnj;b\ upreoo4allto417 cnat l'l- troa 

u s ....... ...atar of 189 ia llarall 1917 to 221 Sa .April aB4 267 
111 llq, Tbo a"torap prSoo of 'lltwat Sa Cllloaco 4urlac llq 1917 

au $2,95 a llubel. U ae \MNIOf• Meoe.-,. te oetablleb 

prloe ooatrole wor ._, protaote. 1M prloe of wiiM\ f or 

tho 1917 crop wu t1D4 at .2.1!0 a 'bulllll. the lll4n of 

prloee of 11boa\ a.a .._, proaute cretuU7 n)a14o4 troa 

267 la ~ 1917 to 1!02 1a J I of 1918. 1M r1M fl"• 

l PIIJJAZT 19W to \be .... of \lie War- relatiYDlJ' ellclat-

•lllT 9 po1ate oa \lie 1114uo 

• 
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·-· 
!Jot l.US of U.. prl- of oen ul eena Jll'eDHO a* 

rooo abal'pq oa \lie aa'"* et •• la ~ 19"· ... , .. , 

u.nllke \be -• of ...._, ul uobN\ pro4aelo, Wo riM ... 

DOt ..UtaiaM. ~ U.. ul ot u.. JWR \lie lauz 11M t.U.. 

cona14orallq 'M1ft U.. lon1 of ~~alT. :o.n-. 1915 U INMl_. 

rel&U"el7 o\a\lOD&I'J', la Da..abu 1915 \lie l.US of tho 

pl'loeo ot eon ..a oen ~· a\004 a\ 99, \lie - 1-1 

ao 1n Juno of 19111. 4 rho of abftt 25 peroont \oolt pJao. 

1n 1916. WU;h tho enti'J ot liM tJnUo4 S\a\n la\o \!Ia War, 

boW'U'OI'0 -.ell cn&lor rl- \oolt pJao.. 'fbe 1a4n -114 

troa 150 1a llu'ell 1917 \o la 1a ...,r11, \o 205 la W., ul 

roaohecl a peak ot 251 111 Oo\obor. 1a -...-~~or 1917 oora oo14 

on the Chl.aeco oxobup tor *'· 25 a bubo1. Ia \!Ia sod IIOa\h, 

honnr, tbe &'U'OI'Op prlco ... oaq *1.'-1 a llllabol. !Moo 

pr1cu reuiaocl rela\lnq o\ab1o N.nlac oUp\ tll&flllatlou 

but no doc14o4 .ov-nt ua\11 Aupot 1911. 4f\or tba\ \bero 

... ro 'U'OI'J ooad4oralllo prloo talla. 

AMr1COA prlceo of u ..... toolt, ~~eah oa4 tate ahotN4 no 

!.Joportant -•• Sa - AlrecUoa or \!Ia o\llar tor t!lo 

f i rot oix 80a\be of \!Ia War. 'fhoro •o a oll&ht doer- 1a 

th1o pr1co ladox 4ur111C 1915, l!7 \lie ollll of 1915 \be 1114oz 

of tbe prlco ot U-\oCik, -h oa4 tate otoocl at 92 oo-paroA 

w1 th l.OJ in Jul:r 19111. 4ftor \hlo pr1c .. rooo o\olwUq ahbwiiiC 

Nl oopee1all:r obarp rho wben tho tJr:li \114 S\a\oo oahro4 \!Ia 

lar 1n Jpr11 1917. '1'be lllllot -4 froa 1JS \o 150 bot-• 

llarch aliA Jpr11 1917, 4 .oro Cft4.a&l rloo oonU-.1 \hroac!~At 

1917 and 1911. 4\ \be ollll ot :o.-bor 1911 th1o lllllox o\oo4 

at 19J ca.paro4 wUh l.OJ 1a Jaq 19111. 

Cotton prlooo toll raplcllT a\ tho oacl ot 19111. !111• ..,. 

tbe ruuU ot u uprooo4oa\o41T larp orop, 'fbe 1a4ox ot 

tbe pr'1ceo ot coUoa u4 ooUoa proacto toll tn. 100 1A 

Ju1:r 19111 t~ 1J b:r t!lo oacl ot \!Ia :r-ar. llpoo1al rollot ....,.,..o 

:or oottOD taruoaro wro pr0'0'1t.cl b:r \M M\loaal pn..-.-. 

Co\loa ... oolUac a\ .._, 1 1{1 ooMo a po\IM 1o .. Todt 

111 Do-bor 19111. Ia 1915, bllwftr, cotton ;l)rlMo rooo fl'• 

an 11111ox -bor ot 72 a\ tho bocluliiC of tho :raar \o 100 at 

tho ,.ec'o clooo. ftlo riM wu -.ch-. np14 411rl~ 1916 

parUcularl:r a\ \be oacl of \lie ;roar. Ja Daooaor 1916 \!Ia 

hcl.ax roaollo4 tho 1on1 of 16o. 4 ollarp rioo followcl \!Ia 

en'I'J of tM 'O'al\114 11\a\oo la\o \!Ia -.r. PriMo thoroaflor 
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_,_ 
roe• collU-.1~ anac 1917 at 1911. 1a lep\elhr 1'1! 

t~ iD4ox r .. llbed. a peg of 1167. 0.\Ma wu ao111ac anac 
tbat IIOillh ill ... Tail: a\ -'-' ~ _,, a pow.. J17 U.. 

eD4 of t~ ~~ \~ prloe 11114 tallall \o )0 -'•• 

Copper pno .. toll Oil ~ out'braK at t~ ~- WU'o 

~ ill J.-zJ 1915 414 t~ ~ __ , Ncia. !'be prioe 

or copper ill In Toft: ..,...,_ tr• Uov.\ 1,. collh a pO\lllll ill 

Jawarr 1915 to al.aoa\ 20 oellh at ~ eD4 of '~ ;rear. !'be 

rho no well Mhta1•4 !viae 1916, tlw Ile-ber prioe ill 

lao Tort at t~ oll4 of U...t ;rear 'boll!& al.aoo\ 32 OOilh a 

pOUAd.. !'be coaoral ~ briac 1917 _. talllac pl'l-

ll;r tho oD4 of 1917 ooppor wu eolliac ill ... Tortt for ~t 

23 1/2 oenh a pO\lllll, .. rlM took pl&M durlJI& tbe tlra\ 

bAll of 19111. DarlAC t~ lut halt of \~ J8U' , booftor, tl'!~ 

~::lee ....,o4 up to 26 OOilta. !'llenforo obell ~ 1fU' o....,_ 

copper ia ... Torll: wu aolllJ!oC at -l:r toloo ne prloe o!lioh 

lla4 prevailed obell tlw War 'broke cut, 

Inc tl'!o prloeo of lroa all4 otoo1 pro4uoto 414 DO\ roaot 

faYora'b~ to tbo out'braK of 1fU' ill Jllarope i .ll 19111. !'be 1a4ox 

ot the prlcoa of lroa, otool all4 tboir pro4uch oblch atoo4 

at 92 in Juae 1914 -.. o:U;r up 1 pout ill J'IUie 1915. .l croat 

rho bepa ill tlw lao\ balf of 1915 aa4 co11t111U4 tllroach 

1916 ami tbo flrot balf of 1917. Darlll& t~ J'O&r 1916 t~ 

lr.du roao fr• 1)8 1a Jaauarr to 221 la Ile-ber. !'lie ont17 

ot t~ thalto4 St.too lato tbo hr _. arttoc1 'bT OZOOIJ)tlo~ 

r apid rlaoo 1a \hla ln.lox. U ..,.o4 tr• 25il1a lloroll \o 

370 1a Jul;r. 'l'boroatter &OYOI'liMilt pJ'ioo oo11trol oucooo4o4 

in brl"Clac about a anat doolbo, BT t~ oll4 ot tlw ;rear 1917 

thlo lD4ox 11114 'booa .....,.oo4 153 potAto to 217. It rlll01•4 at 

oubotaoUollT the - lan1 waUl ~ ollll of t~ lfar, 
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1. Tbis policy would rea..,ure in­

tutors by suggesting that •bua­

!MSS as usual" wa.s to be the order 
of the day. Investors would ba re­
lllflcl or the !ear that they would 
be UMble to obtain cash at such a 

Urlt. 

2. The security112arketa mq not be 

Sllbjeet to the pressure now antici­
~at.d and therefore intervention mq 
be wmeceseary. The public and bus­

iness will be saved the aboclc · incident 

to the closing of the market. 

}. l'radin£ oYer the counter without 

publicly quoted prices with ite 
aceanpanying danger of loaa to the 

=opbistieated seller or purchaser 
of stocks would be avoided, 

l . Freedotl of the exchanges ..Ould 
assist the process or adjustment 1n 

tl:e .lr.eriean eoonaoy that will ba 

noeeaaary as the greater part of 
the ~rorld goes on a war baaia. 

Diaadvantant 

1, It could not atop a liquidation. 

2. It lli&bt prennt - e selling, but 

it could scarcely induce thoae with 

cash to purcbaae. 1'here!ore 1 pr ice a 
would drop and speculation would en­

hance these price drops . 11hen drastic 

nns appears peOple really want to 
change their cCIIIlli tmen ta , to get liquid 

and to wait and aee what will happen, 
"Official confidance• cannot overcaoe 
this if the news itself requires indi­

viduals to make revised decisions and 

new plana, as has alwqa been the case 
on the outbreak of major ware . 

) • Repercussions upon in•estment and 

employment of a panic stock market are 

bound to be bad and therefore the stock 
market will have more adYerae news to 
feed upon. 

4. A felling stock asarket generates 
peseii121.SIIl1 irrespective of the real 

econcaic prospects. 
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Clost tht Stosk kghpn 

~antuea 

1. Prennt a sharp break 1n the 
•arket, a break which would be 
solel y the reslll t of panic and 
"li'.icb 11ill, by itself, further 1n­
t.nsif7 panic and demoralisation 
t!:.rOU<;bout the country. 

2. It is a step 11h1ch proved 
Sllcetntlll at the outbreak of 
the last war, and the public gen­
erallr expects that the same 
aetioc will be taken a&ain• 

J, Provide a breathing space 1n 
'~!deb arran6emente can be made, 
it necessary, for orderly liquida­
tion of large blocks of stocks, 
particularly foreign held stocke. 

4. It the Un1 ted States ia the 
only world stock market open, the 
sellillg pressure will be parti­
cular 1y severe ae it will provide 
tl>e cnly avenue left to the world 
tor l arge scale liquidation of 
iLTeste.en ts , 

s. It would be easy to open arter 
• few days, during which time new 
lliitet ione on trading could be 
prepared 1n the liiht of the cur­
rent developments. 

Diudvtpty!t 

l. Inconvenience to domestic 1ntereste 
who may need to liquidate. 

2 . •ruegal• markete will spring up 
throughout the country wbieh 1lill quote 
prius and partiall.y offset tbe tdvan­
tages which~ derive trca el.oaing tile 
exchanges. 

J. I! quotations on over tbe counter 
trannctions are publlabed, the PSJ"' 
chological effect of a 118&1< urlcet 1t 
not avoididJ if quotations are DOt pub­
lished, the ordinary bu.yer or seller 
can be eaaUy cheated. 
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rrtnsaetions on the Security lluket 141d.tecl to a P~temined ftan&e of 
FJ.uet11ation of S.Cill'ity Pricu !or an;r one day'• Actinty 

Mvant&J:.!I! 

1. It ha.s all the advantages of 
., open market .. 1. th the added 
a<~vanta o that price declines 
nrin6 the first one or two weeks 
o! alart:'.ed opinion wOilld. be lim­
Ited to a de!inite percentage 
each <1-.y. U necessary the range 
ot nuct>..ation coold be nanowe<l 
a.s tire wont on. The acute per­
iod cO'Jlu thus be cet with lil:d.ta­
UO!lS upon t~.e extent of decline. 
The knowledge Of Sllch protection 
s!:ould reduce the am0110t of shares 
tllr<nm on the marl<ot for sale. 

2. Tho initiation and adminis­
tration of such meaoures collld be 
undertaken witho11t government 
assistance. 

Diudv&ntagea 

1. 'l'he new3 that on several successive 
days prices bave dropped b:y the fllll 
amount allowed will create uncertainty 
as to bow f ar down the bot~ will be 
found and may therefore increase specu­
lative sallinr . I! pressure continued, 
the exchanges !light still have to be 
closed and the combination of price 
pegging tolland b:y exchange closing 
alight .,..u be worse for buainess con­
fidence than an 1n1 tial sbut-dOIIIl . 

2 . The ~aeasure allows the brokers a 
great deal of power in selecting the 
indi vid.uals whose shares they will 
sell at the start of the day. 

3. If only a part of the day's otters 
and demands cOilld. be canpleted within 
the range prescribed, over the counter 
t r ading wOilld disrupt the rante of 
llm1 tations. 
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1. The knOWledge tbat such a .Wp 
is to be taken '110\U.d or 1 tealt 
ella the rears or aecuri ty holdere 
ond substantially reduce the llllOUDt 
or stoclc that 110\U.d be ortared oo 
the urt;et both now and in the aftllt 
o! an wt.break of war. 

l . There would be creat preuve Clll 

tba part or aecurit:r holden to pre­
qnt the ..-o ... maent corporatioo ina 
UDloeding aecuritiee aDd lonriD& 
etock ll&l'lcet pricee attar the crUie 
1e pueed. The tact or t.be Cloftm­
MDt holdin& larp atocka or ~­
u .. would al118JS be • bear1ah hctor 
o.,.rhlll&iac the stock urket. 

The aqnitwla of the - inYol..-.4 
in 10.,.naent pu.rchaaaa aaistrt aan. 
to ahocl< buaina a a conticlenca u to 
have the oppoai te affect ina t.bat iD­
tended. It it were thouebt the OOYaru­
lllent 110\U.d not keep up such a purchuiD& 
progrD, there wOW.d be a gz:eatar ruah 
to •• u . 
2. In the course of this progr .. the 
Govel'!llllent ~ be faced with a larp 
lose on aecuritiea purcbued at prio .. 
wbioh cannot be aaintainad· 

3. This govemaent a&e"cy would be 
able to aat the price tor any aacurit:r 
oo the aarl<et and in so doing ~ be 
subject to a creat deal of preaeura to 
eat the prices hi&har thlll any fill'" 
they aq decide upoo. 

4• It would inYolve a large expenditure 
ot ae'ftnaent tuDela at a t1111a 'lhc the 
TraaauJ'Y .,q be faced with d1rt1CW.tiee 
in aallinl a.w 1-• ot seouritiee to 
the public. 

5· It would be 'ftJ7' d1ttic:alt tor a 
penaant apAq to operata on the 
atook aartret andar -rpncy cood1 t1oU 
and 011 a ecale eo lap u 1e -t.­
plated to pzoaTat lNka ot wo-u­
to the pl'lltit ot oan.1n !D:Ii'l'idpe1

• 

P&PIDD,&ted with the Qo'ftnaan\o 
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roraation of a Oo-ta~t ~to J:IReD4 OncU.t to FonJ.4pl Gorw =t. 
uainl aa Collat.nl tbe Fore~ 'flo]d1np ot Tbeir laUon•" 

The J obnllon Act doaa not pi'Qbibi. t tbe Gow~t. or ita asenC7 trca 
r:akit'B loans to governmenta wb1eh baw detaultall. S.ctiOD 2 of tbat Act 
excludes !rom the provisions of the Act an:r public corporation ereatall 117 
special author ization of CongreA or an:y corporation which the Oove~t 
of ths United States baa or exercises the cont:roll.in& interest. 

Inasmuch aa the proeee<b o! the borrowilli wcW.d doubtleaa be used tor 
jW'Cl~Ues in the United States, the Export-Iaport llanlc llieht be the appro­
priate agency tor which the credit could ba axtendec1 except for tba .!act 
U:at they now have the naw liadtatiOD o! $100 aUJ.iOD. Tile 1m: could, bo!P­
eter, extend credit to the fore.ign gover~~<cta up to aq 60 percent of tbe 

&.arlcet nlue o! the securities. 

wantage& 

1. The knowledsa that such credit 
would be forthccming would make it 
unnocess&ry tor the foreign govem­
w.nts to liquidate their holdi.nga 
naarly so soon aa would l)e .the ease 
could they not obtain such credits. 

2. The Jobnllon Act does expreasl:y 
nrohibit any persoo from l!lald.ng any 
loa.'l to lrntland or France. There­
:ore , unless the J obnaon Act were 
al tared the cred1 ts would bave to 
'be b)' a govemsent -.ene:r (or cor­
poration in wtdcb the Oovemaent 
1tas exercised the controlling 
interest . 

) . The Government could, by aakinl 
loans , set conditions upon its use 
'IIi th respect to the type and prica 
of commodity purchased. 

Dittdyept.vt• 

1. It lliibt ba reaarded aa a rtola­
tion of the spirit of the JobnaOD Act. 

2. It would be in conflict 111 th our 
lleutrall ty Act. 

Regraded Unclassified



1. The OpeD llarket ~ttH ot tbe Federal lluerft 
Syat. to agree to apepcl ite bo]d1np ot ~te b7 u 
C~Dch u 15 1)1111011 111 order to aupjWt the ~t ..nn 
at a leftl ae~~eomat below the pz •-t laftl. 

2. U tbe OpeD llarket Coaaai.ttH 1a aot ..,..,~ to 
such a suggeatioo it aq be deeirfbla to invoke tbe thau 
Amendlllent 11hich would. clireet tile "pee llarket c:-1 \tee w 
buy 13 bUliODS ot &O'Nl,..nt HCUritiea epcl it w.a wre 
not enouc)l, to autboriaa tbe Treaaur7 to 1ane I) hi 111011 
111 greenbaclal to parchue gonraunt MCm'itiaa. 

) . The Treuury to announce that it would JIU'chue all 
govammant eeeuri.tiea ottered to it at par, the tllnda to buy 

these aeeuri tie a to be raiaed thro\14111 a ecalli nation ot the 

tol.low1na procedure•• 

(a) The aala ot 90 to 270 dq TreUU%'7 billa 

to banka. 

(b) Tile ie-ee ot a b1ll1on dollara 111 
aiber cartitieatee. 

(e) The ua ot a part ot the StaMHaatioo Fwld 

.... te . 

(d) The uae ot euh ueeta ot gonraaent eorporationa. 

(a) The uaa ot tile tree JOld DOW 111 the O..eral 
PuDd ot tbe TreUV7 (t'/00 eu11011). 
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a PLA18 raJl I!ABILIZUG CIOfOIRIGH 
IIOIJl JWID'1' II IVDf or WAR II IDMPI 

Apl'U 1~. 19,. 
4100 P. K. 

llr ...... 
Ill". Bell 
.... Wb1t. 
llr. Loob!lea4 
llr. Y1.Der 
Kr. loolee 
,ICr • Jlarr110D 

B.M.Jr: .AJ.l right, genU•ea. 

lool .. : George, I'll report oa one upeot all4 :rou talk 

about the -.rket, tbe ~ JOU thi.Dk U OllPt 
to be operate4, 

Barr1IODI All right 1 11r, 

looleal It rou will 4o that. 

B.JC.Jr: 

looleaa 

Yo haYe been 1D touoh with the aaabera ot the ./ 

0o-1ttee Ollte14e OD the pboae all4 ft baYO 
a ua•n'-• author1tr to 1Doreaae the port­
folio up to t1Ye baadre4 a1111oa. fher are 

ooa1q 1.D aen week oa aaother •Uer aa4 at 

that t1Jie we oaa raUtr the aoUoa aa4 get 

&ItT a441Uoaal authorUr that aar be aeo .. earr. 

In 41aou .. 1DC the aatter th1e .,ra1q with 

the lx~ouUYe Oo~ttee - what we 111Dul4 like 

to naeat to the freanrr 11 tbat wa operate 
oa JolDt aooOUDt with thea up to tbe bu4re4 

aU11on, to the .neat tbat 7011 uae up tbeee 

twl41, all4 then we 10ul4 UD4ertake troa then 

oa, teel1DC tbat U 11 our p1'1.aar7 re~e1-
b111tr, to operate uat11 auoh t1 .. •• - 1t 

.. felt at aar t111e .. waate4 help, n'4 rt 

1D touoh with f01l oa the aatter. AD4 we' 
ezpeot of oour .. to be 1D touoh with the 

traaeurr ...,.., , aa4 1t the operaUoa at ~ 
t111e ,.. UDN.Uataotorr to the treaarr, we 4 

espeot thea of 0011rae to ear eo. 

Well ••••••••• 

.AD4 tha 1t auoh a e1tuaUoa 4eYelope4 - th• 

ot ooarae we 111Dul4 trr to liMe 1t eaU.taotorr, 

-.Jte eTei'J effort we 0011141 1t we oe1114a1t, 
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Bel l: 

loclu: 

- 2 -

•• tba w 14 II&Ye to wit!l4raw aD4 let tb.• 
operate u. lat we wo1114D1t anUD1pate Ull' 
nob. deTel.opaeDt. 

211 

Ye teel that tbe two baii4NCl 111111oa Chat we 
would operate oa lo1At aooouat, that u 11&7 DOt 

be aeoeeaar7 to F be;road tb.dJ aD4 lt lt le, 

•• I be11eTe that we oe operate. u 1a a 
aanner that will be eatlltaotof7, 

low, we baTe ben dleouelq that queeUo11 •• 
to what wo'llld be eathtaotof7 to tbe Oo.alttee 
••bere tbelleelTee, wbloh 11 eo•thlag to lroa 
out, Uld I naeet that Oeorse pTe to 10U hll 

TliWI and the 41eouel1oll we had 011 the •tter 
ot the praotloal operatloa aad eee wb&t 1011 
people tb.lllk about lt. 

What 11 the PGUD.t, tlTe hllD.dred alllloat 

Tee. 

Bell: Ie that &ddlt1oaal to ••• . . • ••• 

!oolee: 

Bill: 

! ooleal 

Bell: 

!:oolea: 

B.Jt.Jr: 

! oclua 

H.X.Jra 

llarrleoaa 

Ye baTe a11tborlt7 to paroh&•• up t o tlTe hluldred 

a1ll1on. 

low, or 4o 1011 han t o get tb.att 

Ye baTe lt now. 'l'hen :rou baTe the hwldrld a1ll1on; 
that wo'llld be 11x h11D.dre4 alllloa together with 

what tbe 'l'reallll"J' bae. 

HaTen't 10U exhaUeted eoa e ot that autbor1tr e1noe 

10U lalt got ltt 

lo, aone ot u. 'l'hat '• wbat we sot todq. 

'l'b.e7 wat out aad sot eoae new authorlt;r. 

Ye got thle Juet now. \ 

'l'b.at •e llbat tb.er'n b~ 4o1Aa· ~7 boupt th.­

eeln• eoae an authorlt~. 

Oa the b.aadllag ot the ..i-ut, lt 11 Tlf7 lla1'd 
to ev u &4yanoe ot a 1.1t'uauoa that haea't 
;ret UTeloped vhat we tiiiiQ14 do. It lt were 
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Belli 

B,X • .Trl 

Jlarr1e0111 

Belli 

Jlal'rh0111 

-'- 212 
J; 

&Hel.u'f fer a ..... d'HH 1P tbe !1'1 .wq te 
4eo14e ,,,,, ..... ,.,. be·-·· J tiiiak .... 
tile IIOit PI'UUeal 'Jdltc to 4o PII'IIIIPI W1114 M 
to M7• IIJiere, leo .... lliftol .. a, 11 elz !la4re4 
a1l11oa. Do tile 'ben J011 oaa.• llowYer, J 
wu14a1 t -t .. , noh looee •t~~ont7 .. uaat, 
and tor tllat reuoa ub4 tile loal"4 to4aJ u 
talk with ae 111 'brol4 oat1111e a'tlcrd poell'ble 
aetW. Of bea4lt.aa .. IUJ"PIIOJ'o ll7 o:..e::r· 
hu 'beea tbat 1t, for 111etanoe, WI' 1e 
to110rrow IIOl"'liaC aa4 n are taoe4 wUh a paalolr.J 
eltuaUoa, and JOU a1Pt baYe the opea1ac 'b14e 
ott 25/J2D48 or a wbole po111t - ..u, let'• 
~~~- U 11 a po1at - J W1114 ..... t tbat WI 
... t the op-•as b141 liJ patt~ 1a 'b14l ourlalna, 
'lll:lateYer tMJ ... -.,. ther're c1o• a po1at 
or a po111t and a halt, We a1pt ti'J' u b14 thea 
'QP at the outaet, to aHt the -.J'bt at tile 
oplll1lls bid after the bad 111ft 11 oat. .AD4 tbea 
dUl'lq the period ot the 4aJ keep ld.41 111 to 
lr.eep 1t u ol'4e:r1J u n oan, but 110t to hold 
our neolr.a out ao n 111rt t1 all bolder• ot bo1141 
to oome 111 &114 • .,, 1Bere, Pederal Reae:rYe, F 
ball ue out and let ue keep our boolr. protU, 
'but to lr.eep the .. rt.et orderl.J without at the 
eaae Uae pal'Utle1111 protl h to holder• ot 
'boa41 at hlp prloea. 

In other worda, :rou'r• eUll ~4111S a oulhloa 
ID4 110t npport, 1an1t that r1ptt 

Well •• • • ••••• 

What '• uaatt 

Are rou bldAtq UDder the aarlr.ett 

It WUl depend a lot 011 how U bliPPIIUI• Let Ill 
t1111eh; thin I th1alt u 11111 be a Uttle euler. 
then rou oan au the q1111Uoae :rou nat· 

I would th1alr. that lt Wll' Wrl 4~14 ID4 tM>ie 
nr• a Yei'J' panlolr.J unauoa, till wlae th1al 
tor u to ao w1114 be to etart, u I M7• the 
WI - ue our JW'PI t U the 4aJ pea oa &I te 
!lew taet w p.,- tbe 11011e7 cnat, u te ,...thlr w're 
lllltlal the auttet l'1lld oa a 'b14 or 11114er u. 
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H.X.Jr: 

V1ner: 

l!arrieon: 

Ranee: 

-~-
!he ohaDoee are :rou ooul.aD 1t tell llbere :rou nre 
a good part ot tbe 4a)-. 

But n 1d ban an arr••ent with the aarket wbioh 
would be entered 1Jlto at the out .. t attar the 

declaration ot diftioultiee, that we would put 

a a1n1!1Q• prioe on trading tor tbat 4&7, baTe a 

drop ot one point troa the opening prioee, with 

the underet&Ddi~ tbat the aarket would etop 
trading after bond pr1ctl had gone down a point 

be;rond the Opening, IOMwhat a1 tbe Stock lxobange 

people are oontemplating doing, onl;r 1n tbair 

caee it 1e a ten percent drop wbich the;r diecueeed. 

'l'he;r plan, ae ;rou know, to do that not 'onl:r tor 

etooka but tor corporate bonde ae well. 

Nov, there 1e eome queet1on u to whetbar tbat 

1e the beet prooedure. You aight a.:r that ;rou 
lhou.ld keep going all du, feeding aone:r out 
regardleu of 111here the bOnde go. I th1nlr., and 

•:r auooiatee in !few York feel, that the 110et 

etrateg1o and euooeeetul Ya7 of hend11ng the 

aarket would be t o put tbat aini- prioe on 
trading. Xow, whether it'e to be a point or 

point and a halt would be eoaeth1ng to be d1e­
oueeed in the light ot oirouaatancee. But ve'd 

let the aarlr.et know and the oountr:r lr.nov tbat 
eo tar ae we were able ve would etop trading 

in an:r 11eue tbat bad gone down aore tban X, 

whether i t '• a point or point and a half tbat 

ve agree on. 

Ma7 I interrupt ;rou there' 'l'hat doeen't oarr:r 
out what I th1nlr. ve had 1D aind. Ve were going 

to put up a eir: •Buain••• a• Ueual.• low, 
pleaee tallr. - baTan1t bad a obanoe to ooneult 

with eTer;rbod;r here. You tellOYII haTe been 
th1Dir.1ng about th1e all da:r· But that donn 't 

oarr:r out llbet I bad in atnd. 

Ma7 I aalr. a queetion' Do ;rou ••an b;r thl aarket -

;rou don't aean aerel:r the ltook lxotwnge, but 

;rou aean the oTer-tbe-oounter II&J'ket. 

!he OTer-the-oounter aa~et. 

George, wben :rou ea:r 1 etop trading, 1 :rou aean b7 

tbat tbat ;rou would ea:r no trade below tbat leTel. 

213 
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Jlarl'110nl '1'ba t I I r1pt o 

Banell You voal4D't atop u.41q. 

Barrbon: lo, trade below tbat laYel. 

B. li.Jr: What 4oee that ••ant 

Belli That ••an• pegged t or that d&:r, at leaet, ae 

a •1n1-. 

Barr1eon: !he -rltet tor that dq would probabl:r be 

alllolt enUrel:r 1ll the Feder al a .. ene Bank. 

II&Dee: Well now, 110ald :rou etop bUJ'1ag tbere or wul4 

:rou lla1nta1A :rour pr1oe tberet 

Barr1eon: We'd -uta1a our pl'1oe tbere and continue to 

w:r. 

II&Dee: ADd continue to bu:r. 

H, li, J r : I thought :rou ••ant t hat 1t the bonds vera 

102 and vent to 101, went below 101, :rou'd 

eq, •we won't deal an:r 110re 1n that parUoular 

1eeue. 1 

Bell: That d&:r. 

Banet: !hat '• what I thought be uant, too. 

Viner: !hat uane t bere •18ht be a blank -.rket at 

t1Te pointe under, aad that next .aro1DC 1011 

mght ban the opening b1de t110 pointe UDder, 

1t that '• the love at :rou pe~1 t, and •••r:rbod:r 
tr:r1ng to pt r14 of their portion at that, 

and :rou put a quota oa u. 

White: 

H,X,J r: 

Harr1eon& 

It '• not olear. !here a r e two different pointe 

ot Y1ew. 

Do :rou -.1nd - talk in w~ - talte aa:r bollll 

IUI4 tallt 111 tes.e of clollare aa4 quotaUOIIIo 

CH.Ye ue an e:uaple. 

All l'1gbt. Let'• take :rov 2le '50- 152 aa4 let'• 

u- thl:r •re 11ll1llg at lo4- toclaJ - or lolti 

tbe:r are - aad war 11 4eolared ton1gbt. 1'o110rrcnr 
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IIOl'DiDC tbe OJI•iDC b14e tor U7 trade, we'll 
..,, an 10), ott a rut ud a bel.t. We'd 
begi.ll 'l'&d'RC -' 1iha po1Jlt; we1d do the bee' 
we o«Nl4. Ye w11141l1 ' pq n there, bat 1t the 
nood ot otteri.Dce 1D tha' 1uu pt to a 1101nt 
Where "en on reaeoD&ble lliJIPOl"t - ud le' i e 
not arpe tbe &IIOUJlt ot that tor the IIOMnt -
the pr1oe goee do11D to 102, we would et1ll 
continue buJins and we 1d h&Ye bide 1n at 102, 
but it tben were no taltere at tba' - no 
otterere at that , tradlng would oeaee, beoauee 
there voul4Jllt be UlJ' otber biddere, pree-bl.J. 

H.K.Jr: But whJ woul41l1 t thq continue to otter, ae 
long ae J'OU etood there! 

Harr11on: What 1 1 tbatt 

Z15 

H.M.Jr: Ther 1d oont1nue to otter ae long ae rou keep the 
peg at 102. 

Bell : TheJ 110uld it theJ couldn't set 110re. I aeu 1t 
tbe market continued to f1P do11D tber'd ull at 
102. 

llhite: TheJ •11 talte al.l. that '• ottered at 102. Youl.d 
JOU - had JOU reached that etaget 

Viner: Jo guarantr. 

llarr1lon1 Oh no, beoauee l.et'• euppoee - l.et 1e talte the 
oaee ot the r1r1t Jat1onal. OYer hen 1n Bal. tS..Ore. 
Ther1re prettr eaart tradere, and theJ ban a 
bwldnd tortr aillion ot bonde, we 1l.l. ..,, ud 
theJ know that th1e thing 11 apt to go dow a 
point a d&J, we'll. ,.,., and theJ tisure we're 
goins to etand out there and continue to buJ 
at 102. 'l'heJ'd cbmp the whole porttol.1o on 
ue. Yel.l, we woulcla't do that. What I UUl 

11 that we •11 be 1n there w1 th a reaeonable 
&IIOUDt ot bide at that pr1oe, ud it 1t pte 
to that pr1oe ud w are tben ottered buS• 
Yol.uue and we don't wut to go balow, we'l.l 

Juet e&J, •wo aore tra41ns.• 

H.M.Jr: You aeu no 110re tn.Uns on tbe part ot the 
rlderal ReeerYe tret ... 

Harr11on: On the part ot the re4eral. ReeerYe lflt•· 
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11b1hl tou •eu JOU wn 1t bu7 aD7 110re. 

Barrieon: !b&t'e r1pt, 

11b1hl Bat that doen 1t •eaD DO 110re tr841Jlg, 

Barrieon: If rou'll let •e f1D1eh. We would aleo trr to 

get eTel'f dealer aDd eTel'f banker that '• dealing 

and trr to get th• to agree to do juet •• ther 

do ln the lltook Cxoh&Dge and the Chicago Plt 1 

that when a particular ieeue drope down a oertalD 

uount, trading would etop rather than to allow 

people to keep duping, duping, ~ing all 

through the reet of tha dar. 

•ow, JOU on do 1t the other ftJ' if 10U -.nt; 

I think rou could eq, 1 All rlght, we won't 

haTe a alU.U. pr1oe, 1 but I bel1eTe that 1t 

10U do that JOU run the r11k of a drop of 
3, ~. 5 pointe ln a dar lnetead of a one-point 
drop . 

I all eure we could get dealer• and I • eure 

we could get ballke and all other• to agree 
that the wile thing to do - or 1t w agreed, 

deter.lned that the wiee thing to <!.o would be 

to etop trading atter a drop of one point in 

one dar in anr one leeue. 

Vll1te: Won't ther ant1o1pate lf that happae and rou 

flnd the flood of offer1nge eo large that rou 

o .... tra41.ng, aDd under the ter111 of the 

Toluntarr agree•ent trading o .. ••• when rou 

oeaeet 

Harrieon 1 tee, 

Vb1te1 Would lt not be reaeonable to eappoee that tbe 

following dar the .... thing will begin OTer 

egain aDd that that will OOOUI' OD .UOOI111Te 

d&Jet Let'• ae.w.e that lt doee oooar on 
.uooe .. lTe da7•• Do rou haTe in .tnd DOW where 

rou would gln inorlaling eapport •• 1t went 

downt 

RarrliODI til, I haTe that, bat that 11 the 41ff1011ltf, 

lOU haT en' t let ae get berond eTen the tlret 

4af Or the eeoon4 dq, 
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liT thcnapt woald be - U 'e aot wrbd out oe 
PI!Per 1D U7 ll'eat deta11 - that 1D tb1e par­
Uoular 1eeae 1t U 4l'oppe4 troa 103 to 102 
oe the t1ret 4&7, we1d put 1D b1de at 102 

217 

OD the opc1Jlg Dext 110l'D1Jlg, all4 we WOald 
etop tra41Dg, we'll 1a7, ar.1e 1t the otter1Dp 
dr1n the pr1oe dow to 10 • liT thought wu 
that we'd oont1Due that blat that 0'111' degree 
ot aot1Y1t7 WOQld 1noreaee ae we ~proaohed 
par, with a Y111r - t1'71Dg not to peg U there, 
but 1DI'IIl'e 1f WI oan, w1th reaeollable lliPPOM 
ot th1e k1n4 that the th1Dg will leYel out 
before 1t pte below par; and rather than 1:o 
et1ok our uoke out and do our haaneet 
b1dd1eg at the outeet, let the oweere DOW who 
baTe GoYemaent bonde at the h1gbeet pr1oee take 
eoae ot the lou, and tor ue 1:o be 110re aot1Ye 
the lower the bond aarltet ph, rather than at 
the outeet. 

11h1tel Do 70u baYe &n7 1dea now ae to an7 ctuant1tat1Ye 
1nd1oat1one ot what 70u regard ae reaeonable 
OD the Wa7 doWDt 

llarr11on: I don't th1Dlt 7ou oan tell that, Dr. Vb1tl, 
trankl.7, beoaull 70u oouldn 1t tell what woald 
be the Yoluae ot ottel'1ege. lloaet1aee :rou haYe 
a great deal ot aot1Y1t7 OD reall7 Yel'7 A&ll 
Offel'1Dge, Or 70U a1rel7 haYI a l'IIP1d ohaDp 
ot pr1oe oD relat1Yel7 an 1D&ot1Ye aarltet. ID 
that oaee WI could attord to do aore. But 1t, 
tor 1Detanoe, after we were 101118 tor halt an 
hour we tOUDd we were being flooded w1th ottere 
troa all OYer the OOUDtl'7 IYID w1th1.D thet f1ret 
epread ot oDe po1Dt, there 11 DO po1Dt 1D our 
ue1Df up our t1Ye hUDdred an!!::A we'll ,.,., 
r1gh them, eTen though we pl · to go ano~her 
f1Ye bundred a1ll10D be70nd, beoaDII all WI 
would be do1Dg would be proteot1114r the prot1te 
ot tellowe the t1ret d&7 at the blab po1Dt 
rather thaD to aake thea take eo• ot the lou 
and get out at lower pointe 1D nooee41Dg 4&7•· 

V1ner: !hie t1ret da7 1e the t1ret da7 ot wbat -
deolarauon ot wart 

llarrhoD: nret 4a7 ot a117 panio, and I doD 1t oare wbat 
oaeee 1t. 
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M ooano, roa111 t&&Yo a o~1ac ~n•noa of 

the boa4 aai'kot tor po•a1blr a rioJt or two 1I'Hb 

beton, Ul4 th• boa4• wUl all'tla4f po111blf -

'lllll••• t!lo '!Wac 'break• 11'1144elll.r, boa4• ..,. 

all'lld7 be dow thi'H or toar or t1n po1ah 

troa thelr peak beton tho aot'llal 4ool&l'aUoa 

Of W&l" OOOUI'Io 

fhat haaa 1 t beea tl"'le tor the laat net. Your 

bonda han been hold1Jic pnttr eYeD. low, 1t • 

there 11 a deolarat1on of war, aotual boat111t1ea, 

t~7 ooul4 •........ 

You 1ro a•aua1ng that 1t mul4 be0011e 110re aoute. 

I ear 1t too atrongl,., but 1t •ar writ that vaT. 

And I wnder whether fO'II oonteaplatecl, fO'II '", 

that rour aotlon - a,. oll17 point 1a ~t fO'III' 

aouon on the t1rat dar of what fO'II oall the 

pan1o atage ought to be goYerned 1n eo• war or 

other b:r what had happened 1n the prooectlllg tw 

nota, 1t the •rtet h.s alrod7 bHD ott, 

wbbl:r. I '• not ••Tine bow rou o'Qitlt to aot, 

I hann1 t tboupt 1t oat, but I don't th1nt :poa 

ought t o wrt out 1n adYanoe the plana tor the 

t1rat 4aT 1ndependant17 of wbat had preceded. 

Yell, 1a our d1aouaa1on, the t.preea1on I got 

waa tha.t 1t ,.. on the auaapt1oa ot the preaeat 

hlgb aarltet. In other worda, we were th1nthsc 

ot thla here u being roadT tor eo .. thlng hap­

pening oYer the nelr.-end. fhat 1a what we'•• 
been wrlr.lnc oa here. low, a ext WHir. 1t aar 
be an enurel:r dltterent p1otare. But troa what 

the p1otare waa tod&f, 1t boet111t1ea atarted 

toaorrow Ul4 b7 .,ada:r aoralng we had to be 

prepared, th1a wuld be the t:rpe ot prograa, and 

1t w'llld be baaed upoa th11 preaeat TOrT h1Sh 

.net. 

In other wrda, roar prograa 1a RbJeot to .-A­

Mat nell: b:r weelr.. 

It the aartot aboQ14 poadllall:r 110rt doWil 1a aa 

or4el'lr _, withoUt anr aeoeal&1"1 a.pport an4 

fO'II !la4 a IIU'Ir.oa dow at tour or tln polata 

below t N u 11 aow, eo that the profit eo 

tal' u the llulr.• nro oonoerae4 _. pnttr well 

wSpe4 nt, then 1t m'lll4 ••• to • to be a ••rr 
Utfonat •ttor. I th1at 'IID4er tboae ooadltlou 
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1t would be ~ opilllon tbat far •n Tlproue 
aoUon lbould be takiD to bold tlld -.rut. 

Ranee: !hat'• not quite llke the ldea of etopplog at 
the point - a f ter all, what rou ' re dolog 11 
hol41ng an Wlbrella up on the prof1te that 
are now ill the bond aooount. 

£~olea: We'd let it drop more than a point, 

llann: I hate the idea of ner trring to peg anrth111g; 
that '• an 1AYUat1o11 111 al'l the aanete tbat 
I ' •• eTer 1110 tor •••rrbodr to dWlp 011 rou. 
Ien't it, Oeorget 

llerr1eon: Well, I 1Ye expre .. ed 111-71elf tullr. It rou 
thought I meant that - I did llall:e one etateaent 
that waa· ahlea41ng 11hen rou aelte4 what happ111e 
when rou get to 101. I meant that at that -
I wae baing ••rr, Yery literal - at that point 
we would buy eomewhat and lt that didn't atop 
it or didn ' t turn lt about, we would atop 
trading 1n it at that poi.nt. And that would 
not be with a view to pegging it at all, but 
rather to ooneening reeouroea and avoiding 
a lot of fellow• dUIIIping everrth1Dg on ua at 
101. We would atop buy1.ng ooapletely and hope 
to oloee the aarltet eo that you wouldn ' t have 
quotations below that anyvbere for the reet 
ot that 4&1 and I th1Dlt rou oould prettr 
etteotiYely do it exoept tor a lot of bootleg 
traneaot1one wh1oh would be inllgn1tioant anr­
W&T• It !oa 8a1th wante to eell to Bill Jonee 
at 50, he ' d be a damn tool but I haYe no 
objeot1on to h1e being a daaD tool 1t he wante 
to; that 1e a Bide trade all by iteelt and hal 
nothing to do at all wlth the 11ar1tet operat1one. 

" 19 ~-

But I feel thh,. that a1 a part of az11 program ./ 
I would 11lte to thinlt that the lew Yorlt banks, 
a• I th1Dlt I mentioned here 711terda7, would 
agree - not proalee , but agree ae a prlnoiple -
that they are not ping to try to get l1qul dU7 
through the eale of bonde, ther ' re not ping 
t o trr to proteot paper profit by the eale of 
bonde, they ' re going to e1t tight, not out of 
az11 ta•or to ue but bloauee 1t would be dallne4 
foolhh tor thea all to trr to unload at one 
tlae and proteot theaeelY ... 
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It r- 11 al' lllow *• a N1111ocnaat rate 011 
loYern .. , ~ ........... . 

we wo1114 ........,. nat •1 were ao111c to 111111 
at ov 41aoo'1Ul11 ra111 at par, ao 1IJ:IeT eou14 
pt al.l t:bl Uqu141 1IJ t:bl7 wu• - aot olllJ tor 
... b..,. 'ballltl, blat aoa-..-bor b&IIU u .. u. 
Aa to OOl'pOI'&tiODI &114 1D41rt41aal11 'n 'IIDUlcl 
Jult &DDODDCII 'n bacl the rlltlt to -.kl lou1 
but •• woul.cl expeot t11ea to 10 tb.l1'l' 'ballltl 
tor aoooaraclat1oD 1D uaaal ooura1. 

220 

I 110uld &» ODe .,.,.. 11b1Jic t:blre. I 1101114 Ulll'l'e 
thea 1D &4YUOI - !lOt DIOIII&J'llJ &I a llpl 
aatter - &11'111'1 t:bla 1t 11 rour 1DtDDUOD 
that DO aatter wbat bappiDI t o JO'IU' NC111-t 
rate, JOU1ll re411oOUDt boDde at a rate DOt 
hlper tll&ll the rat1 Jielclecl bJ the boncll. 

Yell, cloD1t JOU thlnk that Wuld 10are the llte 
out of t~t 

It 1 1 eo 1111oh hlltler tli&D the re41eoount rate 
11 apt to be. 

YouldD't want t o aake that UDOUDO .. eDt r11tlt 
aow, woul.cl rout 

lo, let the I'U80r p out that thq 1DteDcl ....... 

!hat poel1b111tJ that JobDD7 Bailee' reaark 
~·'• - I '-:fn• JOU'"• ooollcllrecl lt, &114 
I woDcler boW llll 1011 wuld 'n1Pl 1t •P' net 
roure, &114 tbat 11 the tboqbt tbat 1D the 
IYIDt Of war boDcl pr10II are 101JlC to &0 dow, 
1t U laeta &IIJ llilcth of Uae, 1D aar oaee, 
bloauae ot the reperouee1oD hare, 1Doreaaecl 
ba.e1Dell aoUrttJ, aDcl 10 forth, aDcl tbat 1t 
aar be cllalrabl.l to t.U a4Yutap of thl 
or1 t1oal. putolq per1o4 ancl take till rill) al.l 
at ODOI &114 cleolcla Wacl Of tllll OD 10M 
lll)p'l'OUIIato lPil to wblob J011 w1ll let 1t P 
&114 thiD a1IPJ)Ort 1t 1DIIlabUablJ tor a loq 
Uao at that lenl, ratbor thaa OIII'JilOII lt 
YII'J DOnlJ OD $!II W&J cJoW aDd baYI a lerill 
or be4 claJI or be4 web; 1D othll' 110rc1a, 
let t:bl -.rUt t.U tile l'IIP rlltl' ._,, 
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wbio~ wn•t haYe 1111oh of aD etteot on buelne .. 
oon41tlone lt 1t 11 Tel')' ehort aD4 lt tbe 
mowle«p 1e there that be)oiiid tbet pout tile 
GoTel'IIJiellt or tbe Pe4eral a. .. rYe !Tet• lDteiiid 
4et1D1Ul7 to npport the flllirtet TerJ' etroaclJ', 
10 that J'OU get 1t OTel' aDd dODI wlth aDd J'OU 
are at a leTel whloh 1e aol'l eaell)' IUppOl'table 
and more ln aooord wlth the baelo eoonomlo 
oondl tlone that are l1ltel7 to pl'ITall ehould 
the war oont1nue tor eeYeral. IIODtbe or 110r1. 

Bell: !bat would 1n4uoe enl')'bu4)' to tl') to unload 
betol'l 1t l'laohee that leYel. You'd haYe a panlo, 

White: You deo1de to peg it and keep lt at a parUoular 
rate. Let 1t be known. You might I&J' J'Ou'll bu7 them at par. 

llarrhon: I thlnlt there are two d11&4vutagee to that. 
!he Br1Ueh dld 1t b:y e¢ng 1n September that 
the7 wouldn't allow the War Loan, at thl'le and 
a halt percent, to go below 92; 1t hid been up 
around 104. The welt prior to 1Cun1oh, 1t got 
down to 97. The7 announced 92 •• a ala~ 
below wbioh thq would not peralt tradlDg, 
Thlt -•t thel'l would be no ott1o1al. quotaUone 
below 92. In the oaee ot the Br1t1eh, wlth a 
closel7-ltn1t ll&l'ltet , nll-organl&ed marltet1 that wae not construed ae a11 apprallal ot "Ghe 
Yelue ot the bonds, and the bonds 1n tact dld 
not go below, I thlnlt, 9~. It, howeYer, we 
ahould ll&lte an announc•ent that w were SOin« to peg bonde , theee eaae l!i-e,w'll 117, at 94,-
I thlnlt thlt lllne out ot ten banltel'l 1n thle 
count!')' would oonetrue that •• our appralaal. ot what the7 were worth, aDd enl') one ot th• 
would tr7 to unload at once. 

fben, t'I'ID 1f J'OU dld thet, JOU -14 haTe tbe 
eeooDd problea ot ba111DC eTel')bodJ' out aD4 
agreelac to re«eem bonde, 1n etteot, at 94 10 
long ae the war lute, wbioh algbt or alght not 
be wlee. We know ot t1••• when thl'le peroent 
bonde haYe gone well bel ow 94. .And I would 
thlnlt 171elt - d11ou111Dg that - I would thlnlt 
Jll¥1elt tbet thlt would not be tbe beet teohnlque 
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tor au •abj, wttitl tile Ylll'l.U ot bol•en 
J'01&1Te .... title ............... 4Ut1Mil.t)-
ot •e1r1DI ~ 'UIIIlent ... $!~at Ulat 11U DOt 
0111' 1Ppn1aal- ot tbe11' .. ..._ 

... , o-ta I latU'I'WPtf 1 ..n a pel'io4 ot 
aboorp-t1oD. I ••• I waD1: to aloep OD tb.1o 

th1.q, ···' 
Wbat 1 1d lUo to do at thH t1u 1o to oall 
up J oro.. l'raJak ODd t1D4 out 1dla - I oalloA 
h1ll tb.1o Mftl1111 • DO h 801118 to bo l'ell47 
to talk. leoloo ·~· •Lot 1o olooo tb.1o tb1.JIK 
up tOIIOI'l'OY, • ODd I th1llk bo 1 o 1'1P'• I tb.1Di 
b7 tbo UM we 10 to bed to•rrow 1118ht YO 

OU8ht to kDow approx1•tal7 whore we are, ooet 

All to tbo 1dea ot goiq oaoh a blm4l'e4 a1111oa 
t1rot aD4 then 7011 people do1Dg tho next tour 
bi1Ddre4 1111.11oll, vb7, • ••••. • • • 

Eooleea Well, we'd do 1t 1ndot1D1tel7 thoD. I ••an 1t 
YO thousht we wanted ooae bolp, we'd -• 'o 
JOU or 1t 10'11 tbought we weren't haD411q U 
r1pt JQu 1d •87 eo. 

H,M,Jr: 'l'bo Ya7 I tool 11, I 14 like to otart that Yaf• 

:buht 

Ranee: reo. 

B.X,Jrl ADA I tblak tbore boo 10t to be OD l1Dderotan41q 
1D tbo t1rot plaoe. Ia t18eo like tb.1o, aobo47 

O&D p1olt a t1a:ht with aoo I MaD W 111 haYO 
to all do tbo boot YO O&D to OOM '0 0D &Sl'OI­
aat aD4 tbore'• not p1q to be - hall, Y0

1YO 
boOD thro. tboOO tb.1DIO -tore with tho Fo4 
aD4 we'•• bad d1ttoreaoeo, but tbore'• ne•or -
OD tbo Ya7 JOU'YO boDdlo4 tbo ..S.t • but I 
don't tb1Dk I'•• ra1oo4 &7 'f'010e 1D t1n aD4 a 
halt JO&ro •• to &D7 41ttoreDooo wileD tiMe 
YON ba4. 1o that 1'1ptt 

ilarr1oODI I thlak that1o riPt• 

H.X,Jrt It 1P't ao thoup I had Jaot ari'1Yo4 bei'O 11114 

w 414D1t mow. 
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Jow, I th1Dk that I waat - I ha•eD't had a ohanoe 
to tallr. thie OYeJ:' With 117 a .. ooiatee; I waat to 
tallr. this th1Dc OYer aDd ses where we are at. 
But ae to the general idea, ae ot tonight, I aean, 
it eounds prett7 good, What do ;rou tellon th1nlr.t 

I thinlr. it eounde tine. !he onl7 - and th1e I 
ee7 out ot ignorance and not w1 th an7 thought ot 
g1vins ;rou advice about the Oo•emaent bond aar­
lr.et, because I 1a not teaUJ.ar with it- but I aa 
taa1liar nth the other marlr.ete and I han eeen 
other aarkete worlr. where ;rou were tr7lng to pro­
tect marlr.eta and what :rou' re tr,1Dg to do 1e to 
create an absence ot selling a• well as a preeence 
ot bu7i.ng, which g1Yea 7ou a etable aarket on the 
W&7 .SOwn. And ae I 'Tiaualir.e th11 thins, 7ou1 re 
not goi.ns to han •err IIUoh d1tt1oult7 eupporu.nc 
the aarlr.et at par; it 1a abo•a par, where the7 1re 
tr,ing to protect that prot1t, that 7ou're go1JIC 
to haYe d1ttioul t7, and ;rou want to ouahion that 
sboolr. as IIIUoh ae 70u can V1.thout uelng all 70ur 
purohaeing power at one tell swoop. 

Wall, I abould th1nlr. the reaot1on on a~aa a 
bolder ot the bonde , would be tar better 1t I 
lr.new that marlr.et was V1.de open all the tiae; 
eYen though i11a at a 1101!18vhat lower aarlr.et, I 
lr.now the aarlr.et 11 there tor ae and it I need 
the aone7 I oan get it. I'd teal a great deal 
110re comfortable in holding the bonds than it 
I lr.now the aarlr.et is going to be withdrawn and 
trading suspended. 

Onl7 tor the balance ot that da7· 

Yell, that again i1n1t 1n accordance with our 
thought ot bu11Deu a1 uaual, wh1oh 1e a tree 
and opan marlr.et ae long aa - even at decreaalnJ 
prices. And after all1 1t 1en't a1 . tbougb 
7our bond was going buow par. Below par I 
would reel tar ditterentl7 about it, but above 
par that 's a prelliua ;rou're talking about, 

I waa going to 1a7, Jobnn7, that par doeen't 
nece1aar1l7 aean an7tb1Dg, beoauae aoae ot 
theee bolide 7leld two and a hal t - tw percent, 
1oae two and a halt, 1oae tour; and par on one 
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boDd would be hlp and on •other 1t woald be 
Yer'l low. lo I Man 1lbe par doea•t ••• •• •• •• 
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But none are eelliJIC below par at the .,•at. 

The 1lh1Dg ot 1 t 111 that eoae are aelllDg ~to a 
"'r"' hl&b prealua, •d oerta1alJ 1t JOIII' lit• 
got dow to pal', :rour 2l• ought to be 90 1a 
proportion• lo I d01l 1t thlak :rou oupt to 
talk about par on aoae 1aaue... .... .. J 
Yell, we'll talk Tlelda theni. .., 1t the aYerap 
T1el4 1e eo aoh, let 111 go 40Wil vlth that 
aarket Ylde open all tbe Uae, and back • .., 
trom 1 t all the Uae aDd take 1t on a aoale 1a 
aoderate aaounta; let 1t go dow, 1a other wrde, 
aeeklag 1ta ow leYel ratber thaD the arUt1111al 
l eYel. 

Yel.l., that 1 a tbe va:r we1Ye aUeapted to do 1n 
the paat. It 110uld be an eaa:r wa:r tor ue to do 
1t now. .And I '• not att.-pt1ng to be dopaUo 
about 1t. Thle euggeatlon 1a Jut tor oone1dera­
t1on. 

Xlnd :rou, I•a Juet aa;rlng bow the thing raaota 
on ae ae an oute1der, beoauee I am an outsider; 
I don't underatand 1t, don't know auoh about 
thla. 

But there are two dltterent teohn1quea. One 
1a g1Y1ng 1t eupport when 1t 1a on the dow 
grade, but g1Ying no pege or guarantiea or 
oloelng the aarket. The other one 1a ••••• ••• • 

Yell, tbe d1tt1oultJ, u I aee 1t, v1th that 
theoror 1a that JOU are tao1ng perbapa a oon­
d1t1on that w haYe naYer taoed betora, aDd 

JOU .., t1Dd that 1a that t1rat da;r JOU will 
haYe a ten-point drop and tbe next da;r the:r 
are be.ok tnr pointe or t1Ye polate, and :rou 
wipe out a lot ot people, JOU haTe a lot ot 
bad r .. 11nge, and JOU .., haYe done a great 
deal aore d•P'I• than 1t JOU tr-r thle other 
plan ot ••••••• •• 

Control. 
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••••••••• o~ a.,., ... prioe per daJ, !bat'• the 
reaeOJl I faYONd nat the ltook lxohaap pro-

po .. d. I thilllt 1t la a Yer'J' wtee thlq. 

'fh1e 1e 1Jl 11ne w1 th 'tdlat the oo..,d1 t:r II&J'bte 

do. 'l'he:r put a l1a1.taUon • 

.U I ea:r; I •·u got to haYe a period ot abeorpUoa 
and I 1d 11ke to sleep on th1e thing, eeet Aa4 

at leaet 1f war 1e declared to.,l'l'OW .,ralq, 
:rou know llhat to do; I aean :rou could F to 110rk. 

Oh :ree, we 1re alread;r to so to work; 1t'e Juet 
a ~ueet1on ot tbe teohDi~ue. 

Well, 1t war came tomol'l'Ow, George oould etart 
1n bu;rlng taol'rOV 110m1ng and uae h1e Judpent 
and bu:r ten, t1tteen - or bu:r - I aean bm;r - I 

mean he oan get hold ot ue and we're bere. But 
I aean the th1ng that I •• afraid ot •• that 
•r a1ght be declared and Harr1eon wouldn • t haYe 
an:r purohae1ag power. And the pr1Jlo1pal thlq 
that I aa 1111preeaed w1th 1n what we haYe aooo:IIIP:UIIhtKI"" 

the laet two or three da:r• ae oonoerae the 
aarket - we haYe proY1ded bu;r1ng power. '!'hat • 
the b1g th1ng, 1en 1t 1tt 

Well, we1re prepared to do eoaethlng. 

On eoae baeie. lure. I thiilk :rou111 t1nd :rou 
a1ght ohenge :rour taot1oe ae tbe th1Jlg so•• on. 

'!'bat '• what I ea:r; trankl:r, 1 t 1 • woh a new 
t1eld tor 111• 

You ought to feel :rour wa:r. 

Aa4 w can • t det1Jle toda:r an:r det1JlUe plan of 

aot1on tor one 4&1, · two 4&1•• three 4&11, aa:r 
aaout; we aa:r han to change 1Jl the a144le of 

the t1ret da:r· But I •• Jut tl"71Jlg to espoud 
a l1ttle blt on 'tdlat a:r ph1loeoll!l7 11111dlt be ae 
to the beat wa:r ot oan11ng the ieaet 4.aace 1f 

:rou haYe a real pan1o. 

•ow, there 1e one .,re taotor :rou1TI Ft to 

rea•ber. 
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lot a bU. AD4 that 11 that the pabl1ctU7 n'll 
get to balllta that the7 can borrcnr rroa ua at 
par v1ll be a great reuauranoe - at our 41act01mt 
ratea - 1Aalu.U11g non-ber ballka, all baaka, 
eaT1nga baaka and the reet. !hat w111 be tre­
melldoua. low, there are Ter,., Ter,. tew bank.~ 
111 thle oountr,. - and the7 are the llll'"fOUI 

holdere - who are preeeed tcr reeerYea at the 
aomellt. lloat or th .. haTe plent7 ot 11quU.u,.. 

I can't oonce1Te ot &Jl7 bank real17 want1111 to 
.. 11 exoept tor the JIU%"90•e or proteotlllg a 
prot1t. 

1'hat 1e all. 

And I think 1 t would be a great 1111etalte tor the 

!reaeur,. and tor the Pederal ReeerTe to dep 
111 there and protect- thoee prot1te to a117 great 
extent. I would thlnk therefore that on our Ya7 

down we wouldn't be too T1goroue but we'd do 

enough to lteep the aarll:et open until J'OU reach 
a a1n1aua prloe or, 1t 70u adopt 10ur (Ranee ) 
theor7, until the da7 1e onr. I think 1f1 th 
J'OUr theor,., 11hlcth I UDderetand 1a juat a eug­
geet1on tor oone1derat1oll too, J'OQ 14 run the 

r1e~ on the tlret d.&J' after a 4eolarat1oll or 
war, whlcth we can't allt1c1pate the etteot ot, 
ot a aacth broader ew1111 thall JOU 111uld l1lte to 
eee v1th a bound back aaJ'be two da7• later that 
would haTe oaueed a great deal or daa&ge to 
eo11e and a great deal or profit to otbera. And 

that'. the thlllg that I •• tr,.lllg 1;o aTo14; 1t 

we oan do 1t b7 wa7 or ao11a euoli aaohanl•• •• 
thle, that v111 be a talr aeanre ot co11trol. 

low, I thlllk 1 t would be aacth better uaderetoo4 
1t the 8toolt lxo!wlge 1e go111g to do what the:r 

1Ddioate4 7eater4&7 the7 would do. It 1a pro­
babl7 about what the Br1 Uah v1ll do 1n 0111 
fora. or another. 'l'he theor,. ot ~ prlc .. 

1u' t 11ew 1n thla -11tr,.. We 414 U attar 
the 8took boh&llge reop .. ed 111 1914. U 414111 t 

worlt tor 10111 beoa11ee the boll4 ll&l'ltet - rather 
the etook aarttet etarted to SO 1IP ap1D. 
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rranlt: 
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Jl)IJr: Henr1 llorsenthau. 

F: Yea, e1J'. 

AII'U U, 1NI 
''tO P·•· 
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!DIJt l I wondered 1f 70U knew DOW U' 70U1d be J!Md7 \a.ol'I'OW 
\o -- to eort or -- eo we can oloee up the wekell4 
mow1D6 about where we were at. 

F: Yee, I th1Dk eo. 
l!liJ'r: Well Dow, 1D oaee or \rouble -- what I wae t.hinklD& or 

I mean, I was tb1nk1D6 or - - poee1bl1 t.o110rrow baYe an-
other meetill6· 

F: Very good, an,y time 70u 1&7· 

HYJr: Well now, Juet a minute, I've got Ecole• and 10111 
other• here. Let me aee 1f 1t would be con•en1en\. 

F: 

(Pau .. ) • 

Juat a moment, pleaee. 

Yea, air. 
(Pauee) 

HliJr: Well, Ecoles hae got to oanoel an appo1Dt.aent, but he 
1&78 be will 1t -- ir 70U people wUl be re~ \o t.alk 
turke7 a\ three t0110rrow. 

F: Three. Very good. 

HIIJr: What t 

F: 

lDIJr: 

P: 

llliJr: 

Yea . Be at 70ur orr1oet 

Would 70U? 

Yea, 1n4ee4. 

AD4 I 111 get. word to -- to WaUao• • 
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Xr. s.rri•CJI!I! one thlag I waa1;84 b uk J'U1I 
about 10'111' 14... Athr all., a lot ot u• 4oa • t 
real.17 bow Wb&t 1 

• P1ac to happea to thlt boDil 
aarlt•t 1a the eYent ot war. w. all. mow tllat 
eYertbodT b IIID1JIIr to watch thlt boa4 aarltd 
and peop1e are golag to t17 to telte tbe lead 
troll u• rathltr thaa· the general auket. !low, 
the general ldea• 70u haYe, I th1.ak, are all 
right a:a4 I agree with 7ou that 1a tbe beglaalag 
ot a aarket 70u oaa1 t •&7 70u 1re I!ID1.Jig to u•• 
up all 70UJ' aon17 that one da7. But t do 
thlalt that 1t OJI thlt tl.r•t 4&7 70U keep aa 
order17 aar!tet but, 1&7, let the aarket 4rop 
a polat on a allllon dol lar• worth ot puroha•••• 
70u are g1Y1DIO the lead to th• aa:rbt that thlt 
aarket h golag t o go dow. I doa 1t •ar 7ou 
•hou1d epelld t1Ye hundred 111ll1oa, bat I 1d 
llke to haYe eome idea that 7011 woulda 1t let 
the aarltet go dow a polat, that 70u'd be 
1f1ll1ag to epead· tw•ntT-t1Ye or tit't7 a1ll1oa 
dollar• the t1ret d&7. 'fhat g1Yel a lead to 
the market. It it Ju•t ..... we're golag to 
etep adde and let th1e thing go doWII - we 
touad that in Tar1oue oaeu whaa we reaU7 
went ln aad bougbt bond•, 1't dried up, but it 
we Juet keep under the aarket and go down w1 th 
1t • • • ••• • •• 

Aroh1e, lt depend• on 'llhere the aarket 11. It 
depend• on where the aarket 1e when 7ou etart. 
I vould agree with 7011 t'ull7 lt TOU had a 
aarltet three polat•, toar pointe below the 
preeent aarltet. But at . the pre•ent aarltet 1t 
•ee•• to ae that, with eYe17 aarltet 1a the world 
golag doWII - •took aarltete, oollll0dit7 aarlteh, 
all aarltete - to aalte t he bond aartet look 
entlrelr abaoraal - lt ••••• to ae that the•• 
priou wou14 be a a1etalte. I doa!t ea7 that 
JOU ehou1d onl7 bu7 a lllll10ilo 

I'll •ar th11, that 1t rou were epeadlag a 
couple huDdred allllon to keep JOUr thlag 
pegg84, that • • one thlag; but 1t 1t were • 
que•t1on ot jut 11~17 putting 1a two lmDdred 
tltt!' thoull&lld dollare eYe17 quarter ot a polat, 
tllatl• nothlag. Ia otber word•, let tbe aarltet 
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decide at that higb point, but don't give it a 
downward lead. I think ve ought to be willing 
to epend a little bit ot our aone7 on the tire~ 
point. 

I think what rou 1ll t1nd 11 that - I pereonal17 
am somewhat in taTor ot trr!.ng at least this 
proposal that George baa ~~ade; ve d1soueaed 1t 

in the Committee OYer there tor about an hour 
this morning, the pros and cons ot the th.in8, 
and the thing that appealed to ae, and I think 
the others, vas that it 70u don't de something 
ot this sort there 18 the pouib1l1t7 ot baT1Dg 
to put 1n an avtul lot ot aone7 1n order to 
pre1rent a Terf vide break and protect tbe protits 

ot the benlte. Otherwise, it a manet should 
break tiTe pointe or tour poi nte and the7 read 
in the paper that night that the Gonrnaent bond 
market vent down tive pointe or tour points, 
the P87Chologr ot that thing is territio. Nov, 
it 70u treeu the thing at the one point t or the 
dar and the next da7, ea7, a point and the next 

da7 - I mean the ehook ot a point a d&7 tor 
seTeral dare, 1noreae1ng graduall7 the support 
on the thing as 7ou get down to around 7our ••••• • • 

ProTidi.ng 70u den 1 t oloee tbe market. When rou 
close the 11arket •• • •••• • • 

Gentlemen, would 70u be a little charitable v1th 

•e, and I ' d like to oloee •1 4eek and I'd like 
to think about this. You 111 (Harrison) star and 

be here at 3100 tomorrow, von 't rout 

SUre. 

And I' ll see rou. We'll trr to get our a.l881Tee 

read7• And we're not going to ban &D1 trouble. 
I teel Terf 11110h pleased OTer what we haTe bean 
abl'll t o do eo tar, and I '• not vorrring. 

I don't think we're going to haTe war &D1Ya7· 
Don 't put that in the reoord, thougb. 

That'• all right. We'll tind out. 
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o..l.4 ~ .. peeplo ·- a alat:o pleaaot 

looltll X. ~' teftalt:o tor )loot 

R,II,Jl'l !hat: 1 I r1pt:. 

10o1111 !hat: 11 O.E. wit:b rr.at, 11 1t:t 

R,M,Jl'l Ye1, I» laid ... !)» J'IUOD w're el.o1r- w 
baYeD 1 t: pt: ov op1a1oD :ret: troa t:be At:t:ono:r 
Genel'al.. 

loOltll la'I'U1t: J01l pt: t:bat: ;ret:! 

l!arr110DI I 111 gl'l'e J'O'A ODe. 

loolul Jla)'be J'O'Il need a war t:o pt: t:be AUome:r o. .. rlll 
1D aouon. 

l!arrh ODI All right:, 111'. 

B,X.Jrt O.E., good D1gbt:. 'fbaDit J'OII• 
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CORRESPONDENCE 0A1'1' AtJtl lt, lt., 
SUBJeCT> IILIPIOII CDIIYIIIIr%0. 1I1B 

a.Jt or •n•1. 

llr. , ... ttra •• taa• .... Jolt• hllecl ., Uel• a.a. 

fbtrt wu 'fU7 U\Ue ._,.. r.u.e .,.... qgt.. !he ll-4 tel' 

dollar• oonUDuecl. lbt~T wen •alllaa at the rue ot tl,IOO,OOO •• 

*'• 10 tu to~ tll,ooo,ooo in tbe aarket al••• ro tbe tten et 

their lalow1qe tb ... ftl H .,...alaUoa, tbe llllllD111 1e1Dc • tltilJII 

the trt~tater ti'OII LoDdon ot ton1Cn oepUal 1114 1Dt1e1paU• "' 

0011111'C1al bola111 or tbetr 4oUu reqW.J'•IDh tor tbe eole Fl&l'o 

Baaual IIODtep bad ~" inqa!J'ecl or tb• whether we .... 

reaq to reoe1Ye 1014 lhippe4 by tb• ooDilllled to •• to• ••-' 

or the laUoaal IIDk ot louloalftia 1114 I aplainecl tba\ f.t \he 

bill of ladf.q lbo1Nd ue •• eoellpH 1114 a.n&al ._,.,. •• 11•• 

aeunr on blbaU' of tbe l aUoaal llllk ot 10111111ada, we -14 be 

HOeiYe •ab 10111 foJ' aeoo•t ot the laUIJ'o 

I apneeell liT 1111rpJ'f.1e a\ \be bf.lb n,an a\ wb1ob 10ld 

bad bec ttxecl i. Loedaa ....,, \eo bf.lb, 1 nplaf.ae4, bean., f.Jl 

llilld the O'fer-Jlilbt ~-p in f.a ...... I'UIIo lel\oe nplled t he\ 

he •n .. u .. ae a odle toJlilb\ aplaf.Dilll 1Jl -e llfte11 \Ill\ a 

bill ••• 'Iiili ro~nect _, \lae Go•-•• to• tbe 1a" .. to ..... 

all 1'1*• - lbf..-etl .. •4 ,... ~· adte4 a...... ... ... '"' 

blU the in..._•• Nte • Wlll• ll!nld J'lllllf.a ........ ~ 11 N 

llld tb• 10111 pe11n , ..... a .. tolll •• "-._ IMald a1101'41111~ 

OOIIUtrae 11 ll ..... foH at ...... Mofl 1/._ lid ... ,. ,_ O.t't11•u:J 

PCII'ta to •• to• -..It ... " attenOd llr '"' lftllll••• 8111 tile 
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RPP 

London 

Dated April 14, 19~9 

Rto'd 2 128 P••• 

SeorEtary of State 

Washington 

484 1 April 141 7 P••• 
FOR TREASURY PROM BUTTERWORTH. 
ThE nErvous atmosphErE oontin~£4 to affEct the 

various f1nsno1al markEts today. The stock EXchangE uas 

wEak w1th moat pl·ic&s lowEr, war loan closlng 5/B down at 

93f . 
Th£ avtragE ratE for todayl s TrEasury billa tEndEr 

£35 

was atlg l lls . 2d. as comparEd with atlg l 6ao ~d. Last 

WE£k, in spitE of slightly Easler crEdit conditions follow­

ing official purchasEs 'of Trtaaury billa in thE past t~ 

days and a broadEning of tht credit base by stlg 7.8 million 

indicatEd in the Bank of England return. 

Tht dollar rEmainEd steady at 468 l/16 but the takeoff 

was hEavy, thE British tund giv,~· dollara etcadily and 

operating also in the tq~ard market offering one month8 

dollars at 15/16 and thru month8 at 2 7/8. 

Another indication of n~ouanee• was the htaYJ 

dishoarding or sold. ot the 276 bare dr.alt in at f1x1n& 
•• 

206 were ..rrlcd and the r-indcr wae all -.rktt solde 

AnD' 
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RFP - 2- #484 , April 14, 7 p.m. from London 

AftEr f1x1ng thErE wErE modtratt dtal1nga but tht Br1t1ah 

tund furnishEd non£. Tht pr1ol was fixEd at stl g 1 48a . 6d. 

and was not affEctEd as ExptctEd by ytattrday' a announcDDtnt 

of incrEas ed war risk insurancE ratte owing to th£ British 

GovErnmEnt ' s announctmtnt ot a eohtm£ tor rtlnauranot wh1oh 

1n tfftct wi l l makE thE rat£ la o 6do 

Tht franc was wEak tarly 1n thE day but small salta ot 

s t Erling by thE Bank of Frano£ brought a turn 1n thE 

markEt which clostd unchangEd on thE dny at 176.75 with thE 

Bank of FrancE buying stErling. 

A flurry in thE btlga follo~td rumors of an assassina­

tion in thE Gtrman d1striot of BElgi um and thE rat£ wEnt 

to 27. 84l but a dtnial of thE rumors brought 1t baok to . 82 . 

wwc 

otCit • f , ... 

fiJVIU .. JI ·• I • I 
p.~...r "f.,.. J 

_.,:'' " ~~ .... 
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,... •• • lltlliiUIPa • 118 
.... jMft- 3_3 •• ., ...... 

•na •11 u, 1 ~·· ••... " 
Oil April 11 ~ ~.Ut lldue Juk, .__, wiU 

lla1p pl. iapte ftlll ..... l, .. ,llt twiee fnue te 

~ll• Jeet•• ~ 0 a ~. ·- t•t, ria tile .. u. 

i!!•llla ~- ----·· Al88, - .lprll •• Ofttit 
h1eee '" ...... lA la&e'• ftluA •• flYe ...... 

~ ...... lriu ~--• te tile Gllaae JaU•Ml Juk, 

Jew tel't, na ~lle n•=llaSp !a'!''..,. ~-Joe awn. 

QlVI3J3R 

~if -~~ 
fiiJo,.,......_..•r 
...:::-"' ........... ··---

IUCIDm.lo 
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N&UaM~ or nn •• uana 

_, ._,_ .,,.•117. Pula 

•t: . '" (I•U• 1) 

M!•a qni u, 1111, 1 p.a. 

- OOCIJII.U 

W•!ra••• ef ~• ~ 1a a t•tve et ~ • 

.. naliiC'• .. tnel&l .. ..,.. •• ,. va"•c· tiler• 1a 

10111p te tile etten tllat tile ~•1• rill " &enl.ut 

til11 weeta4, nile tiOalalaas ua attr1wUac tile 

1llp 1a tile Pee rate te tile etten • tile pU palata 

of tll.e law••• 1a :ratea tar .-z r11lt iaavaaoe • 

1014 all.lpa•te. l aa ave tll.at tile r.er ri&Uf.lac 

4eYalu.U• of tile 'be~ tllll we"-4 1a wr-a. 

!bare -- little tn4hl till• .-alai la rr·•· 

Dlltoll aa& lwl .. nn-••1••· ~-- l .. to14 lt,-., ..,.,.. 

lac trl_.. trea lwltserlaa4 tll.at tilere ll.aa Ha 

UOepUau.ll.J" llMYJ" pr~l tll•e tlall weet -

azolln1• aa4 alae • .-.ru1... tiler latera .. tll.at 

a~n_ .. , .. tlaua. ( .. IICI!l• .. ) • 

Jll,lo1ft 

OJ 'ili :HR 

, .. ~ .... liT 
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Sterttaey or st~tt , 

Washington. 

GRAY 

Parle 

Dated Apr~l ~5, 19S9 

Rce t d S P• m. 

744, April 15, 1 P • m. (SECTION TWO) 

AGEllOE EOONOMIQUE earr11: d tv1dtntly inspirEd story 

dEnying rtport that FrEnch GovErnmEnt has me.d£ rtturn or 

Bank or Spain gol~. conditional upon rEmoval ~ Italian 

• troops from SpaUla 

239 

Finanoial prEIIII particularly British rcr~:ra to Prtnoh 

dEbt sto.tOD£nt publ111ll£d yut£rdlq and c~ndll R£~ud 
upon h111 succ£1111 in rEpatriating capital Which hall gonE 

into short tum trEaSU17 papEr and mabltd tbE QoVE1'11111Ent 

so tar to mu:t its mavy ExpEnditures without appEaling 

to th£ long tErm capital markEt. 

NorwEgian OOVEl'IIIIIEnt i s to ask Par11am£nt tar uc.:pt1on-

al appropriation of 20, 000, 000 crowns tor dEfEnsE purposes 

to bE coVErEd b)' a spEcial tax 1939-40. 

Prue gin:• oona1dErabll attmtion to Egrptsoan [Dbargo 
upOD 
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!IE PWS P'OR ll'rABILIZUG MARI:&'rll 
!11 ilVEll'l or VAR II IUROPI 

April 15, 1939. 
3:00 P. X. 

Present: 

H.!4.Jr: 

Purcell: 

H.M.Jr: 

Eoolee: 

H.M.Jr: 

Eoclee: 

Xr. 
Xr. 
Mr. 
Xr. 
Xr. 
Mr. 
Kr. 
Kr. 
Mr. 
Kr. 
Kr. 
Mr. 
Mr. 
Mr. 

Hanee \ Oaeton 
White 
Bell 
Lochhead 
Berneteilll v 
Jeaae Jonee <L f( c-"\ 
J:cclee \ Q..l\l . 'z ' 
Harr1eonJ~ 
Prank .. ~ 
Purcell 

L-£srg: ~·" 
Feie ., -.,.\v 

Well, suppoeing, gentlemen, we start. Kr. Purcell, 

would :rou rather wa1 t tor Mr. Frank tor ms to aek 

what you people have decided on the Kev York Stock 
Exohenget 

I th1nlt perhape that would be better, 1t ;rou 

don't mind, Mr. Secretar;r. 

Well, let 1 s etart, 1t it' e agreeable to the Federal 
ReeerTe - Marriner, do either ;rou or George want 

to eketoh what we are prepared to do in the Govern­

ment bond aarkett 

Well , ;re1, I can report what I reported :ruterdq 

arternoon. You're not interested in the wa:r we 
conduct the aarket. 

Juet what v e - and I want to •a:r once more tor 
ever;rbod;r here that th11 11u1t be kept oontidential, 

and I'm eure it Y1ll be. I mean we 1 re talking 

here - ve Just can ' t have an:r leaks, and I 1m sure 

there won't be AD1• I'• .orr:r to interrupt ;rou; 

nov, go ahead. 

'l'he RsserTe ll;retea 11 prepared to give support 
to the Governaent bond aarltet, that 18, Y1thout 
an:r idea ot pegging it but ot provi ding a aarltet, 

keeping a ~~arltet open tor Governaent bonde, and 

att.-pt1ng to lla1Jlta1n an crderl7 aar!tet . 

'l'be Open Market Co .. ittee have been ooamun1oated 

vlth either 1.Jl per eon or 011 the telephone, ever:r­

one ot thea, and ther.e vee a una~~1aoue reepo11ee; 
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all4 ~ b»1111Un a-.1"-e ot tbe 0pa lfubt 
Oo..s.UH - tllere'• t1n -ben out ot a tot~ 
oo.-iUH Of el .... n •1):1n1 up thl b»ouUYe 
Ooa.tU• -haTe bea 11Yea the a:!:r..!{ to 
1norea•• the pol"ttol1o up •o t1Ye a1ll1on 
ot eeour1 t1e1. !he leozo::r;c the other 4a7 
1tated that theJ had, I , a baDdre4 a1ll1on 
ot tru1t f'lmda, 10 that that would llalt• a~aUable 
a1x hundred a1ll1on at the pr .. ent u ... 

lext week 1t 11 ezpeoted that anbere ot the 
Oo.-ittee w1ll ••-' ad Nrtew the 11tuat1oa 10 
that we v1U be prepared to take turtber aoUon 
U the a1tuation 1hould warrant it. 

(Wallace, Robb1.Da, and J'eh oo•e 1a) 

It rou tellove oan quit t1ght1ng about oottoa 
tor a a1aute and let Xr. Jonea eettle 1t ••• ••• ••• 

All. right. Do rou aind going OYer 'tihe ground 
onoe 110ret 

!he 8eoreta17 vu jwet aelt1ng u1 to repol"t v1th 
reterenoe to what the ReeerYe 87etea would be­
prepared to do with reference to protecting the 
OoTet'Daent bond Mrltet, and I wa1 Jut repol"tiag 
that the aeaber1 ot the Open Xar:Ut Oolllttee, 
the ooa.ittH that hal reepona1b111t7 tor ~ 
operat1one 1a the OoYernaent bond aarltet , haYe 
been oontaoted either b)' telepbone or 1D pereon; 
a• a aatter ot taot, ~l but three were here; 
the Board and Xr. Barrieon and Xr. Leach were 
~1 here, and the otblr tbree aeabere were con­
tacted. ADd I repol"ted to thea tbeee oontereaoee 
aDd the purpo1e1, and we got unantaoue agreneat -
that 11, the IC:uout1Ye Ooa.ittel, 1dl1oh ooaehte 
ot t1Te -ben ot the tull ao-1ttH and ban 
direct oharp ot the pol107 1n the 1ater1a betveen 
the aeet1DCI ot the tull 00111 ttee, were authorised 
to purohale, that 11, 1aoreue the pol"ttol1o, up 
to an aaout ot t1Ye biiDdl'ed auuoa. .!hd, 
toptber v1th the baadred .Ulloa tlbloh the 
'freanJ'J haTe ot !rut rwac11, wuld Mke aYa1lable 
tbat .--t tor tbe purpo1e ot aalat•'•'•l aa 
orderlJ aarltet. 
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'the idea 1101114 oerta1nl:r be not to att~ 111 
an:r wa:r to Pee the -.rat or to protect t!:le 
v:~c IIUbdaUa1 protUe 'bet the lnvenon u4 
b • a1rea47 have ae a reiiUU ot their Govel'll­
aent bond 11Dld1nga. 'l'here would be no need tor 
aD7 eel.ling ot bonde in eo tar ae preeeum vae 
concerned, beoauee all ot the ballke, with 
practioall7 no exception, haYe aubet«nt1al exceae 
reaervee. In o1;her mrde, whet the7 laok 11 a 
plaoe to put their tunde, either 1Anetaente or 
loane. 8o that a117 eelling would DOt be a reiiUU 
ot credit preeeure but would •erel7 be tro• a 
deeire on their part to oaeh in on appreo1at1one 
whloh the7 DOW have, with the thoui!!Jt ot oouree, 
l1ltel7• that the7 would be able to ba7 111 cheaper. 
And &U7 aa.rket operation would have to take that 
lnto aoooUDt, ot oouree. ADd the Coaalttee had 
the thought 111 alDd that in atteaptlllg to operate 
ln the -rket lt would oerta1Dl.7 DOt be with the 
idea ot guaranteeing or letting the• oaah 1A on 
all the proti111 that the7 have, 

At the e&llle t1ae, it would be neoeaear:r to avoid 
a complete panlo 111 the urket or to prevent the 
abeenoe ot a aarket. And I think that Mr. Barrilon, 
the Rev York Bank being the agent tor the OpeD 
Market Coaaittee and oarr:ring out operatlone UDder 
hie direction, would be better able it anJthlnc 
neede to be ea1d further with reference to that. 

117 thought -e Juet to go aroUDd the roo• aDd '" 
lt ve are read7 eo 'bet it the Preeldellt ••••. • • •• 

Well, ve are read:r to that extent. 

'then what :rou're ea:rlnc- I 1ve got noth1Df to ad4 
to it ae tar ae the '1'reaeur7 go ea. I don t mow 
whether :rou (Barrieon) have an:rth1Dg to add. 

I have nothlllg to add. other than wtlat I ea1d 711-
terda:r. 

All right. Doll aD7bod7 want to alk Xr. J:cclee 
an:r ~~J~eetloa about the Governaent bond aarutt 

Wondertull 8oldJ 
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Frankl 

H.K.Jr: 

- ~-
Jlr. Prultt ooul4 7011 tell 1UI bow tu Jau h&Ye 
progreeeem 1n oonaeot1oa with ezoh•"~t•' 

I th1Dlt 1 t 11&7 be well tor ae to rell4 thh 
ae110ran4ml, e1Doe 1t haa bea IPPro.,. b7 the 
Coaa1u1oa aD4 w1.ll. not e:q~reu .. rel7 117 owa 
Y1ew. 

Could J'OU talk a l1ttle louder, pleuet 

2.44 

Th1e ae110raDdua whloh I P about to read e:q~reuee 
the rte .. ot the eo-1uiou aAd not nrelT 117 
own •1en. I th1Dlt I had better read 1 t eo ae 
to aYo1d anT poee1ble aleuDderetandlas. 

•we are of the op1D1on that 1t would be deelrable, 
both troa the point ot Yin ot publ1o peJ'OholOST 
and of the end that our 1DY81tore 11&7 be pro't'ided 
with a oont1Duoue .. rket t or tbe purohue aDd 
eale ot eeoarit1ee, that our aarkete abould reaalD 
open at all t1a81. HoweYer, oond1t1one OYer whloh 
there aq be no control aq eo d8lll0ral1r.e thoee 
aarkete ae eeriouelT to Jeopardize tbe 1ntereete 
ot our 1nY81tor8 and undul:r atreot the publio 
pe;rcbolou. It 1e therefore ou.r rtn that all 
pouible aeaeuree should be taken in ad'tllnoe of 
aA outbreak or war to oontrol those de,riaental 
1Dtluencee aAd that a close watch ebould be kept 
tor the appearance of uncontrollable ractore iD­
dioat1ng the 114Y1Bab111tT ot taking aeaeuree 
toward the oloelng of the aarket in order to ward 
ott the atteot ot panic conditione. 

•we under8tand that negot1at1one ha•e been 1net1-
tuted 1n an ettort to obta1D aeeuranoee rroa the 
aeaber r.•el'DIIente ot the Tripartite that .AIIerioan 
eeour1 t ee ae well ae other 1ntereete and pro­
pertiee iD .Aaer1oa owned bT national• of tboee 
goYel'DIIente, will be taken OYer and held and will 
not be eol4 on our .. rllteh wi tbout prior oouul ta­
t1on with OIUI OoYerwaent, It obta1Ded, theu 
.. .-ree ebollld ao tar toward prenatlng Ulldue 
eell.1q preenre in our aarlltete. 

1 Ye N&peOttullJ ftlle8t 1 honYero • • • • • • • • • 
1 

-

1 ' ll aa11te a naeet1on wtuoh needs turther die­
ou.eioD - • •••• .•.•• that the terae of the 
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acr•••••• nq~n 1111111a1a 11e alba4 to •• .a .. , 
of o'bte'•'•s IUI'Utlee that s.a tbe eYIBt of .u 
011Cbz ak ot war *• OOIIIIVlee w1l.l ~ llPOB 
tbell' aat'•"'• a probibltloa eptaet ,.,,:f. of 
Auriou eeOIIritUe 1.a Aurlou Ul'bte s.a 
abeuoe of Ill e;w:pre11 peJ.W1 .. 1oa 11-.4 otter 
oonlllll.tatlon 111th ov CloYermlellt. 7b1e naeeuoa 
11 a4Yanoe4 1D u attupt to preYeat a epeeala-
tl'f'e rald upon our aarketa through the IIIJ)lo,aent 

of the 4e'f'1.oe of llhort ••'"•I• tbe ue of whloh 
would not be foreetal.l.e4 br tbe uiUI'aDOea preaenur 

held or whloh han been dlaou11ad wlth the lr1Ueh 
GoYIIl'lllliBt &D4 are belna aought troa the o~er 
aeabera of the 'l'r1part1te. 

"We propoee to llalta arraapaente between 11h1a Ooa­
a1ee1on an4 t he go1'ern1Ds orrlolala ot our 
national aeouri tr exohaapa, partloul&rlr tbe 
Maw York exohangea, eatablleh1ng a ooaplete •ret .. 
or lllnute-to-111Jlute obael"1'atlon or taotora enterinl 
the aarket &D4 of ourreDt lDterohaap or lDtol"'l&tloa 
ln bud. '1'biUI 1t wlll be pou1ble to deteot the 
polnt or daDger at vhioh eell1DS ordera in natura 
aD4 extent eo pre4Da1Date oYer 'bii11DI order• u 
t o preaap a d-rali&atloD or the pr1oe atruoture 

and re1111l.tant pan1o conditione. 

"lbould th1a polDt &rri'f'e, 1t 11 our oonalderecl 
op1n1on, ae e;w:preue4 1D the ••orand• ot 
April 12, 19)9 ••• •• •••• • - a oopr or vhloh woe 
4el1nre4 to the Seorat&r7 of the 1'raaftl'7 otter 
belna I" r1ae4 before th11 DHtinl OD tbe aftll'­

DOOn of that date -• • • • •• •••• . that etepe ahoald 
be take~~ to oloee our national uourltlea exohanpe 
&D4 to obtalD oooperat11'1 •anre• troD orp~~l&a­

tlone of brokere ud dealera 111 the onr-tbe-oOUDter 

D&J'ke11. '!'hereafter '"''1"1 ertort ehDuld be aa4e 
to raopen thole D&J'kete d the earl1eet pouible 
tS.. an4 UDder euoh reatr1ot1ou &D4 euperrteloa 

ae aar ••- neoeeearr or dee1rab1e. 

'!be ..,...uon hal bee aa4l that eYeD it aattere 
reaoh a ,enou peD1o et ... , ratber tileD to t8ke 
tbe ,,...,ate 0011r1e of aloel.al 1iU 8altte11e tbeT 

ellould 11e pe1Wltte4 to rr•,. op•• eYeD 1D tbe 

faoe Of .. oh ~~ OODdltlODIL. 1UI4el' - trpe 
of reetl'lotlWI 11Dltatlone. W1th th11 Ylew we 
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oaDDOt ~~~~'"• all4 lll th11 oonaeaUoa retereaae 
ie agat;a llade to tbe anoru4a ot April. 1.2, 
19}9· Ae al.read7 poiated out, our Oo.Uedoa 
11 tul.l.:r prepared, onoe tbe appro'l'&l ot the 
Preeideat i1 obta1De4, to ieeue ordere ol.oe1ng 
our exobangee within a l!paoe ot a t., alllut11, 
it that beoomee niOIII&rf. 1 

Z46 

I lll1ght add that the papera that ve baTe pl:'epared 
ha't'l been eXIIIII1De4 b:r the Attorne7 General and 
he appro••• ot their for~~. 

•we ra1 terata, boveYer, that •••r:r endeaYor ehoul.d 
be 11ade to keep our .. nets open and aYa1l.able 
if that oan ponibl.;r be done ooneietenU7 with 
tbe beet intereete ot the holders ot tbe eeou.ri­
tiee ot our Aaer1cen enterpr1eee, ae well ae 
potential .in•eetore in thoee enterpr1eee. 1 

An)'bod:r want to aek Kr. rranlt an:r queetione or 
argue with h1a or oritioi~e their •. ••. .•• • 

I a1ght 1&7 that the one nonl idea euggeeted 
hel:'e wae deYeloped 1n our dhouea1on ellloe our 
l.aet oonferenoe here~ and that waa that eYen it 
the eeouritiee held 07 national• of fore1gn 
oountriee were tul.l.7 taken oYer b7 those reepeot1Ye 
oountr1ee, tbel:'e 'IIOul.d be the pon1b1Ut7 ot ehort 
eel.l.lllg, which might be nr:r 11r1oue; and WI 
euggeet that the poaeibil1t7 of pl:'eoluding that 
kind of e•entualit:r ehoul.d be oone1derad. 

Youl.d the changed ruie aake 8117 d1ffeJ:"enoe on 
that, on the ehort eellingt 

It 111gbt. I woul.d aot think that WI oould ooa­
pletei:r aeet tbe 81 tuation b;r the b ohange rul.ee 

or our own rul.ee. 

•o, beoauee tbere ie DO iDd1oat1on vben a eell.ing 
order, u :rou kDow, Kr. Bailee, oo•• troa abroad 

that it aotuall.7 11 ehort aell.ing. 

You haYe ohanged it now eo :rou oan eell. all :rou 
want at tbe l.aet ealet h that oorreoU 
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It 1a1t tbe wq U _. betera, 1lbea 1t -.A to 

be a •1P~ btper, tlhloh praol.'lllled ~ llbol'l 

eelUng. 

Xr. J'rank, wppoee 1011 don1t get a acre••' 
.-ong all. ~·• nauone. Would that alter ;rour 

proposal or eugpet1on 1n aD7 wQt 

lo, beoauee 1t Y1ll eapl:r •• that 1t w 414 t1 
not get 1t tba poee1b111t:r ot utteN raaobtq 

the pan1o stage would be t he greater; bat ov 

elldea't'Or would be not to oloee the exobenpe 

unt1l that oon41t1on appeared t o eld.et. 

I take 1 t that that M.,randua :rou 1 re 101ng to 

l ea·n v1th ... 

Y... I want to llalte a t:rpogreph1oal ohange, 

then I'll leaYe 1t bare. 

oan :rou u.mt abort .. u 1ngt 

Yea e1r. 

Det1n1tel:r. 

You oan abolhh 1t. 

Wbatt 

Be ea1d, "Oail :rou U.aU 1tt1 You can abolhh 1t, 

1t :rou want to. 

lpeo1t1o antbor1t:r under the IXobaDP Aot. 

Ye can pl&J on 1t lUte a plano. !\! 

It would ee• to .. that :JOII'd prob&blJ haYe to 

oontrol - I ou't eDY1 .... aD7 aoUoa bJ all tba 

'fr1part1te .-ben aD4 the other oue 101DC that 

tar w1th1a tba lenc'h of t1M that :roa nee4 n. 
I thtnJc 1t :roa vera ooaDt1DI on that to .. of 

oooperat1on too etroiiClJ', 1t woul4a1t be a .,oa 
14M. 

247 
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Ot oourae, the taot 11 ve reall.:r caD't ooahool 

tore1p ael.l1aa at all - abort ae111a1. We 

caD1t ooati'Ol h. lo that MaDI we'd Juat haYe 

to ••• what the oouequeaoea ara. 

248 

low, what we ha4 1D 111nd 11 th1a. 'f1:le underlflq 

poatul.ate ot the &rr~U~paeata that &1"8 be1q aa4e 

v1th theae tore1p oountrtea 11 that tbe:r would 

take all the .Aaerlo• eeour1t1ea ovaed b:r tha1r 

nat1onala; 1t the:r 41d, then aD7 aalee tro• abroad 

would neoeaear117 be abort lalee, and it th&t 11 

so 1t ••••• to ue that the:r •ight be v1111q to 

do aometh1q to bar the aales, since the:r could 

not be leg1tt..ate loq sales. 

But the:r ooulda 1t bol'l'OY • atoolt 1D the1r ova 

markets. 'fl:le71d have to come to th1a llalil:et 

to borrow .. the stocks to aalte the deliver:r. 

8o :rou 1dcatch the• on the del1Yel'1 in th1a oountrr. 

You would ualeas there had been 101111 kl.nd ot 
violation ot their own prohibition, or unlesa, 

John, the:r were able to borrov tro• eou other 

countr:r that wasn't eubJeot to the •.. . ... •• 

That I S r1ght. 

I 11ig!lt add that ahort eell1Dg would obviousl:r 

be to the 41sadvantage ot the aeYeral oountriea, 

aiace the:r aa ovaers ot the seour1t1ea vould 

not want to see the ~~arket driYen dova. 

But rou (Lochhead) think it 110uld be ual1kel:r 

that ve get thatt 

Aa :rou know trom the oonversationa, the Britiah 

are vorltUlg aloq theae linea. 'l'heae other onae -

it '• a queati oa ot negotiating vith thlll. But 

I don't th1Dlt tbeir intereata are quite identical 

v1th England'•· I don 1t th1Dit we could oOWit ••••• • 

I wouldn't ea:r 1t 1a unl1kel7· 

But not oerta1D. 

llot oerta1D· 
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s.x.Jr,: I 'ftllt to A7 that in our ta1b with tb111e 

OOUDtriel, Pal'Hoularl7 OOUJitriel l1b lhiU&II'­

laD4, lol' •"", and hlp-, ther' re Jut eoarect 

to dnth to th1Dlt that 1t 1117 get out, be0a1111 

the7 want to take a podt1on publ.iol7 that the7 

are neutral, and aD7 hake tbat ther are tan:sas 

about doing 1011eth1Dg 1D oaee ot war- ther're 

Juet 10 teartul tbat tbat sight be tbe laat 

etrav, and the7 plead VS.th ue to use the utaoet 

seoreo,-, DOt to let 1t be bow tbat ther are 

eYeD talktng to ue. 

Barr11on: Ka7 I aak a queat1ont 

H.M.Jr: 8ure. 

Harr1Bon: Kr. Franlt, eYen aeeuaing tbat the toreisn goYeM­

aenta requ1dt1on the holdings ot their nat1onale 

in Aaarioan securities, can JOU tairlr aaeuae 

that anr other aalee would neceuarUr be abort 

eal••' 

Frank: Vall, perhe,pe I OYerstated it. 

Harrison: It would probabl7 be eaeier tor thea to requ1dt1on 

the Aaerioan eeouri tie a held 1n this countrr, in 

taot, than it would be to requ1e1tion tboee that 

1117 be in look boxu in England, for instance. 

Frank: Well, it - perbape 117 aeeuaptione veran 1t correct, 

but 1f rou ae8UIIe tbat those countries by nat 

in their ow countrr becoae the ovnere ot all 

Aaerioan eeourit1ee 1D thou cou.ntr1ee, then 

there could be no American eeourit1ee owned b7 

the national• ot thoee oountriee. In tbat eYent, 

DO a ale oould be annhing but a short eale, 

because the7 wouldn l t - ae I u deretand 1t, 1t 

would not aean aerel7 a ph7eioal traneter ot the 

eeour1 t1e1 but a transfer ot t1 tle to the 

reepeotiYe goYel'llllente. And 1t 110uld eeea to 

••• therefore, that it that were true anr lalee 

froiD anr ot tboee ooutr1 .. which bed eo UDder­

taken b7 law to bring that about, 110uld baYe 

to be a abort eale. 

Ecclu: lhon .. 111ng 111 th11 ooutrr 11Dul4 g1Ye ~~~ no 

trouble beoanee of J'Oill' ab111t7 to oontrol 1t. 
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Tel, r1pt DOYo 

!bat'• :rour 14ea rather tban to pt tbl oo.plne 

41aou .. 1on DOwt 

lo, I 111 uk eaoh of tb .. e people oa tlle1r .,.._ 

t1ou1al' probl-, t:U1r ~1oial.ar l'nJIOU111ll.Ur, 

to report bow tar tber are ae of Jaoo o'olook t1111 

aftei'DOOile 

'1'lle rea.on 18 I feel tbat parUoularlJ tll11 lalt 

-raadu reed &S&1Jl 1'&11e1 que.t1ou of 41Ma-

11on• tar gNater tbaa there are &ll1 11pa of 

tlle autllor1 of tll11 •-raadu reoop1&1JIC, aD4 

tbat I '110ul4 lUe to talk tor a tn a1.Dute1 oa 

tlle wbole pneral probl• wtlln :rou t!I1Dit 1t 11 

1D ol'der, either now or after :rou baYe gone &1'011114 

tba rooa.· 

Well, 1t :rou oan - I th1Dk 1t would be 1D ol'dlr 

after we b&Ye gone ll'OUDd tbe rooa. I MaD 1t 

11 1D ol'der at aar tlae, bat •••••• •• • 

!Ou aean 1t would tao111tate th11l18· · ·•••••• 

I Y&Dt eYIJ7bo4J to It&)' oala IUlt! l W baYI bleD 

aroUIICl t:u rooa. I alao1t oalled tbe ... tlq ott 

after I reed tbe Pre114eat'• Mll&llr I _. 10 

ezo1te4 about 1t; bat t:uD I tllouatat ... • ... • 

II a draft of the Melep ouU 

Oh ,... An4 I tllollpt that w Dllt&t better P 

mhwt, u' after all 110 OM IIDOW 1111at lire IUler 

or luiiOUal wul4 ao • .1114 1t .,._. tb1l ....... 

t!IIJ 1boal" tbNY h1D am., tM& w apt ban 

to be r~ .Uolrer t~ n'er. lo after ten•• 

1t OYer w 4H14wl w '110ul4 han *• •nus 
tbl• anenooa. ,., u '• a ll'lat ........ 
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I tiWlk U; 1 I 1Jiportut 'beoauee oel'talAl;r till 

•e•eac• wU1 l!lorta the pel'1o4 ot UDoll'talnt:r 

one va:r or the otblr. 

Yee, we 1Ye aot to out bait or tiah, one or tb8 

other. 

Nov, let'e •••• Xr. Val.lace, 4o :rou want to tal.k 

about co.-oditieet 

251 

The aot1on we would take 'IIOuld be Yer;r elaple, ,; 

doeen't aaount to IIUoh. It oonaiete ot a leUer 

vhlch the Preeident would eend to me and a tele­

gram vhioh I 'IIOuld eend to the commocU. t;r e.xcb.alls-e. 

The letter u d t he telegrpa are lhort. 8hall I 

read the twot 

SUre. 

"near Xr. Secretar;rl 

"In v1ev of the outbreak ot hoetllitiee 1n Europe, 

it 1e deeirable that 111aeuree be taken t o 1.naure 

the continued tunct1on1ng ot our eetabliehed coa­

modi t;r ll&rkete v1 thout the Y1ol ent pr1ce tluctua­

t1one that eoaet1aee ar1ee trom the lapaot ot 

war neve. Ooneequentl;r, I aelt :rou to requeet al.l 

ooruod1t;r tuturee exohangee 1n the Un1ted Statee 

to take appropriate a cti on , effective imaed1atel;r, 

to prohibit trading 1n en;r coa110d1t;r tuturee during 

an;r da;r at pr1cee Yar;ring more than five percent 

tro• the cloe1ng pr1cee ot the preY1oue 4a;r.• 

r1Yet 

FiYe peroent. 

•'l'hie elllaller range ot peraheible pr1ce nuotua­

tion would, ot oouree, be dee1rable WbereYer 

pract1oal.. 

•I 'belieYe the Yarioue co~U:r exohengee v1ll 

be glad to cooperate in thie aanner. Requeete 

ehould be d1reoted to all oollll0d1t;r tuture 

exchange• reprdleee ot wbether the:r are operated 

• 
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!he telea:r- WUl4 etate •1"117: •I 'lll'P that 

7011 take •• • • • • •• • 1 - !h1e wuld be 1144reen4 to 

the exohanpe - • ••• •• •••• tbat rou tate t.ae41ate 

aotlon to etteotuate a requeet ot the rreeldent 

Wloh hae beeo trao•ttted to .. ae tollowe . • 

ADd then quote. 

~52 

I 11&7 ear, 1A the tlret place, that I 4o not lhare 

the Tlewe vbloh are here eo preTaleDt tl».t JCurope 

1e on the twhent Terge ot Will'. I ~war 1e 

oomlng 1neT1tablr but not at th1e tt-.. I acre• 
tu.ll.7 wlth thoee here pre .. nt that we ehoul.d be 

·prepared 1n oa.. 1 t do .. ooae at th1e Uae, bat 

I 4o not ehare rour T1ewe that 1t 11 eo oertalll 

to ooae r1gtlt now, althoup I thillk U 1e 1AeT1-

table, ..,, eoae .anthe aft7. 

I'd lUte t o ..,, turtheraore, t hat the need ot 

euper..-1e1ng the oomaodlt7 exobangee 1D ~ent ot 

Will' 1e perhape not ae great ae 1A the oaee ot the 

etoolt exohangee. !h1e would be the aoUon tbat 

we wuld reoo-nd. 

A117"bod7 want to aelt anr qu .. uone ot Kr. Wallaoet 

Ie that tluotuatlon up ae well ae down, Kr. 8eore­

tarr' 

Both w~et 

Both ware. 

:rou (llarrleon) want to aelt h1a eo•thing' 

I wae Jut wondering Wbether the aouon that algtlt 

be ooni.-plated 1A tho" letter• abolat the co.-odlt7 

exohang .. would be 1Jloone1etant in aD7 war with 

the 111Pl1oaUone 1A the aa-teeioa\ -rand• 

about atnt- prloee or 4&117 .. ,., tluotuaUon• 

on the ltoolt lxohallp. D1d I aleuaileret&Dd that 

·. 
Regraded Unclassified



. . 

Frank: 

Harr1eon: 

Prank: 

Harrison: 

- 13 -

••oruc!laa, Mr. Prankt I was wondsr1JIC - didn't 

that 1D etteot •&7 that 10u do not agree w1 th 

tbe !:!f!:!ion that baa bee made that the:r 111ght 

:ru nuotu&Uona 1D 1Dd1vidual. stock tor 

each dar' 

~53 

We were 1Dcl1Ded to thinlt that it would be in­

effioacious and might do perhaps more ~ than 

good. Have )'OU got our prior aemoran4wl at the 

earlier conference, at vh1ch I th1Dk :rou were not 

present; we read a .. IIIOrandua on that subJect, and 

perhaps 1t 111ght bear repetition on that point now. 

Well, I am part1oularlr intereeted becauee in 

etudJ1ng the problea of how to handle the Govern­

ment bond marlr.et the eugge~t1on hae been aade, 

though not :ro~l7 adopted and no one autt1c1entlr 

interested to be conTinced that it 1e right, that 

we 111gllt fix 111nawa fluctuat1cne 1n Oonl'DIIent 

bonds :ror anr one d&7 a e a aeane o:r avoid1ng a 

verr draatic drop, tor 1netance, on the tiret 4&7 

after war 1e declared and then a sudden uvew1ng 

the next 4&7 or two following. And I don t lr.now 

whether it 1e reallr practicable to worlr. that 

w1th the Government bond marlr.et, but it the 

co~d1tr exchanges adopt eoae such rule and 1:r 

the Oolllll1uion were to approve o:r the etoclr. ex­

ohanr• doing the aeae th1ng, then I th1Dk there 

migll be aerU in our oone1der1ng 1t tor Oovern­

aent bonde ae well. 

Well, let ae ear thet eo tar ae the exchanges are 

concerned, we have neither the power to ooapel 

nor the power to dieapprove o:r the exchange• 

adopting euoh a device. 

But tbe7 wouldn't do 1t unleee rou cUd approve, 

would thert 

Probabl:r woul.dn't 1t we ea1d we didn't th1Dk U 

desirable; probabl:r would not, but the:r could. 

Would 10u 111nd - I'll aelr. Mr. Purcell to read. • • • • • • 

Pardon ••· 
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Pardon ae, 10 right ahead. 'l'h1e ie aot - thll 
ie aDOtber - 1011 ou so ript ehelld ..t.tb tbll DOW. 

1Another al-terD&UYe whioh hlld been oona1dere4 ie 
to keep the aarlte.te open but eet a l1aU t or the 
decline on an:r one 4&7· 'l'h11 al.tel'Ditl.Ye, no 
doubt, vae dieoueeed on prior ooou1one when the 

aarket vae o1oee4, aD4 probabl:r abeDdone4 tor the 
following reaeonel Under such J.netructioll! the 
market iaaediatel:r eeeke the lover 11a1te. Otter­
inge are put 1D at thoee pr1cee. J o traneaot1one, 
therefore, ou be etteote4 and the -.rket 11 1n 
reaJ.i t:r oloee4. Banke and broken' boueee, boveYer, 
trr to liquidate ouetomere 1 loeee• at the lover 
l1a1 te, vhioh the:r do not do when aatt:ete are 
ottio1all7 o1oee4. Potential bu:rere are d1e­
oouraged b7 eeeing pr1oee eeek the lover l1a1te 
and bide are wi thdravn. 1 

That vae not a tact, vae it, atter tbe aarkete 
were reopened 1D 1914' 

Hot attar the market• were reopened, no, sir. 

But the:r had a1n1Jiua pr1cee than. 

Well, the point or view ot this earlier aeaorandua 
vae to thie effect, that 1n the event or pani c 
conditione it 'IOuld be deeirable to oloee the 
aarkete tor a ehort period end then open thea 
under reetriot1one; that that prooeee ot etopping 
them oompletel:r and then opening them would permit 
rou gradual.17 to aeet the emergence or an upward 
aarket, bat that to tr:r to aeet the panic condi­
tion b:r euoh deYicee ae th1e without cloe1Dg the, 
ll&l'kete, we teal, would not be ertect1Ye. That • 
aeeuaing a terr1rio Yolume ct eelling. 

Yee. 
An;rbod:r 1111 want to aelt Xr. Wallace an:rth1ngf 

'l'o report on our 01111 part ot the thing, tlhioh hu 
to &I with talk.1Dg with thell ooUDtriee, we haYe 

aade a• aood progrell a• "' could 1n thil ehort 
t18e. I aipt IU that 10 tar VI heYI gotten the 

beet cooperation fro• Engl•nd. I th1Dlt we v1U 
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get oo11plete oooperattoa troa SIIClaD4. aoae ot 
the other oOUDtriea are a little b1t alower 1a 
e:unrerlJIC. 

255 

'!'here ie one th1n& tbat ln«'•"d baa ulted u aDd 
we haven ' t bad a ohanoe to aak Xr. Joaee, beoauae 
I onl:r got the ••ol'alldua from Xr. l'ole:r at 
five ainutea of 3100. 'l'he:r have aaked ue thie 
question. 'l'he:r put it th1s wa;r, that if the:r 
decided to take over all the eeour1t111 111 Eogland 
and that the:r ahould eet up W.t the:r oell a 
at raw III8J1 - that 1s the wa:r the:r put 1t - could 
the:r borrow aone:r in th11 oountr:r ep1nat theae 
Aaerloan eeouritieat You net And I 1a onl:r 

:n~;:~ ~!~: :~~~OYI a~~r:o;!lt!nl
0 I~:t 1~! ;: 

answer that partloular question, lf :rou would 
th1nlt about lt, so that the;r1d have it Monda;r 
aornlng, :rou eeet 

Give lt to :rou toaorrow. 

Could yout I aean if the:r want to - that particu­
lar queetion would be the Brltieh Governaent wanting 
to borrow against • •• • •••• • 

Alllerloan-owned seouritiea. 

••••• •• •• American-owned eeouritiee. 

Against Britieh-ovned Alllerioan eeouritiee. 

Br1tiah-owned Aaerloan secur1t1ee. 

Yea. 

I thlnlt, of oourae, without going t~ugh it with 
a;r attorne:re - ay gueae 1a the;r1 4 have to organi&e 
an .Aaerioan corporation, whloh the:r oould do and 
own a to olt of, Juat l1lte the .Aato rg 1e owned here 
b:y Ruella. 

And Univereal b:r the Oh1Due, huht 

'!'bat would be a;r theor;r about it, but 'Ill WS.l.l of 
oouree 111veet1pte 1t. 
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X. U p r eulq 'Go hard to haY • aD aa.wer • •• ••• • •• 

lo, no. 

•.. ... ..• oh, 80met1.11e • • •• • •• •• 

Would the Johneon Aot oome into the picture , 
rolert 

Mo. 

roler hae g1Yen an opinion there. 

Keitber the Johneon Act nor the Keutral1t7 Act t/ 
appl)' to thet dtuation. 

Would the Johnson Act ... .• . • •• 

Doesn ' t applf to the Government, )'OU aee. 

Ia there anr inhibition against banka lending 
monert · 

Yea, pri'+'ate persona cannot lend the moner. 

You aean a bank oouldn 1 t lend mona)' to the Brithh 
GoYernaent on these •eouritiel. 

We think it ie extreaelr doubttul. 

Could the)' lend through a Brithh--owad corporat1CII 
on these aeouritiest 

Don't th1nk eo. 

Br BrUiah-ovned do )'OU mean ovnad b7 the Br1t1ah 
GoYernaent or b7 a priYate Britiabert 

Either va7. 
'l'beretore, th1e would be a political problem. 

Vbatt 
leYertbeleaa, the political haue ~d be ra1•a4 
1t the n ... got out that there waa perh8pa a 
legal n:s ot gettlDS what tbe)' intenda4 to pre'+'ent. 
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li osanthaatooi trpo- ral te
1
t

0
'ns eay we, the Admini etration, 

owning Alllerioan eecurit1ee -
loan them money. 

I was Just llalt1ng an observati on as to what 
might politically happen, not ae to the legality. 

But, I say, what do you think would happen 
politically? . 

Doing something indirectly you couldn't do 
directly. 

Evading the intent . 

It would be a means or getting around the intent 
or the Johnson Act, I think the Secretary has in 

mind, which would be politically unwise. 

I'm not saying it i s politically unwise , necessarily, 
but I'm just stating the political implications. 

Ed, was the intent to prohibi t the Government rrom 
extending credit! I t certainly i sn't indicated 

in any or the discussion or the law. 

The Johnson Aot expressly says that eny corporation 
in which the Government or the United States has 
or exeroi1es a controlling interest through stock 
ownership or otherwise i s excluded. 

That 1 s right. 

Put in particularly ror that, wasn ' t itt 

That 1 a right. 

Ir it's excluded, I don't think you're going around 

....... . 
You wouldn ' t have any excuse ror political action 

then. 

Vbat, Benr:rt 

Judging r rom that statement there, Senator Johneon 
wouldnl t have an:r exouae tor political action. 
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It wu e:w:preellJ taken out ot t he etatute. 
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8ure, but I gather the quut10D Seoret&l'7 Wallaoe 
r ateed wae a d1t1'erent queet1on, that ot a loaD 
b7 private latereete in th1e oountrJ to a cor­
poration created abroad, vhioh would be pr1vatel7 
oontrolled. I gather that the quut1on waa that. 

Well, I don't - the Br1tillh don't ..U th18 oon­
d1t1on, but the7 have aeked the queet1on and 1t 
would be aloe it we oould anewer ~. 

Ye oan anewer 1 t tomorrow. 

Doee Kr. J onee want to anewer the queet1on with 
reepeot to the RJ'C or 1 0 111 other Govern~~ant ageno7t 
The7 asked two queetione. 

Well, thie llellorandUII vhioh Mr. J'onee - as I 1&7, 
he haen' t had an7 advance not1oe and he 1 a got to 
ha18 24 houra, at leaet, t o thlak about it. And 
it pointe out that either RJ'C or EJCpOrt-Illport 
or the Stabilization FUnd ••• • •••• • Yell, the 
8tab1l1zat1on J'und shouldn't do it. 

1fhat other queetton are the7 aekingt 

Yell
1 

the7 alked whether a Goveruaent ageno7 or 
vhetMr a etrav IliaD - two eeparate queetione. 

Yell, the thing - .lrohie, it JOU will turnillh 
Mr. Jonee with that particular part ot the oable 
where the Brlt1eh aek that queet1on, eo that he 
kllow jut what the7 are aettng - eo that he 
oan aDever it - will 70ut 

But all I OAD report 1e that we &J'e •ettng progreee, 
aDd I '• not - aDd, agala, all ot thle 18 oontidentlal. 
And the Canadian GoverD8ent eent doWD a repreeeata­
tin; he rot down tod&J and we're getting aloaa 
verJ n1oel7 with h18. 8o all theee oountrile are 
OD DOtiOI aJI4 the7 all eald the7 1d lite to dliOUII 

it. .lad, beilll on aotloe, I think tha1i 1
1 halt 
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Well aow, lerber'C r.s.e. 

Juet one ~Dt. I 41d aek tor ••••••••• 

Oh, I 1a IOl'l'J• 

It tbl Pree14at 41d wM:te a letter Ub thle to / 

ae aod I d14 nnd out the telesr•• 110t beoaue V 

the oolrtnt of either the letter or 1itle telepu 

110Ul.d 1n 1teelt be 1D U7 W1Q' par't1aalarl7 alaftlaS, 
beoauee 1 t would not except ae part ot a 11bole 
4r811at1o aot1on, I think 1t 111gllt be ,114Y1eable 1t 

I 1ene4 at tbat U• a k1D4 ot a etat-t of 
reaaeuranoe to the far.r -"'or-, tbare 1en't U7 

particular oh&Dp to a&ke 1n the Triple A progru, 

aD4 juet go ahead the W1Q' 1'011 haTe been ph!!!!1nc 

to do &D1W&7 and leaYe r our orope ••••••• . • • Juet 

eoaeth1JI8 - I worked out a a1ld reueur1ng etate­
MDt of tbat sort wh1oh I thlDit reallr ougllt to 
go &long with 11:. I don't th1Dit tbare 1e ur 
need part1GUlarlr of rea41ng 1t at thle t1M, 
but I juet th1Dit that GUght to be a part, aD4 I 

had 1D41oat114 1t. 

D14D't rou ear the other dar rou 41d not ban the 

power to oloae ut 

'!'bat' e right. 

Well the, JOU'" ping to baYe to do 1t u a 

aaster of a.ppea1. 

'!'bat'• right. '!'bat'• the war th1e letter reade. 

l'llt rou 4oD't hen tbl •thor1tJ. 

.AD4· w are not ft1BH111DI theJ be o1oee4, not 1D 
t:M nrn 1Detaaoe, at U7 rate. IM, t:M , • ..._., 

1D ••t of t:M QObaape, e•ept tor oottoa, uoal« 

be for tbl pr1oee to 10 liP• It'• a cUtfe ... t 
pro'bl• &ltopthel' troa the ltook ..,....,.. 
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Well, Juet betore Herbert reis ph1loeoph1zee and 
detends the demoor aoies, I · wanted to eay v e ought 
to get thie thing down as a sort ot a briet; then 
I thought I'd ask the President again to see ue 
the Ya7 he did the other dq, and we oould report 
to him where ve stood and then aelt hill W..ther 
he approved ot the program. And I thought I ' d 
ask him whether he 1d ses us on Monday, you eee, 
and by that time we ' d know pretty well where ve 
are at, and then he can tell us vhat he thinks ot 
it, the way he alva:rs doee. 

There vas one other thing that I neglected to 
report and that vas that ve are talt.ing up v1 th 
each ot the Reserve Banks the idea ot getting them 
to agree to make loans to all member banks as well 
as non-member banks on Government bonds at par, 
and make such an announcement. That matter h 
under way. 

I thought they all did that, except two, now. 

Well, they do it as a matter ot practice but there 
is no public announcement and it is a day-to-day 
operation. They do it as a matter or practice, 
but in this particul ar instance, t he real benefit 
would come to the general market by an announce­
ment on the part or all or the banks to that etteot. 
As a matter ot tact, the New York Bank, because or 
their rate being the lowest rate - discount rate -
would likely get - if t here vas such borrowing, 
t he:r would possibl:y get practically all ot it . 
But it should be announced by all or the banks ln 
order to get the psychological benefit. 

o. JC . 

There is one other dltterence ln the plan. Ve are 
prepared to lend to our member banks at the preaent 
time at our discount rate • . Ye are not prepared 
to lend to non- member banks at our discount rate, 
believing that that il buslneee that should be 
arranged between a non- member bank and a member 
bank. However , in the event or this eaergency, 
ve oould announce we would lend to non-member• 
as well as member• at our discount rate. 
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Jonea: Wha' 1• 70111' 411ooa.at rate, Georpt 

llarriaon 1 One plrou,. 

B.M.Jr : And 1t woul.d be SOOd adverUa1ng to%' the redel'el 

Reaerve ll:ratea. 

E-oolee: 

Jones: 

H.M.Jr: 

Eccles I 

H.M.Jr: 

Harr1aon: 

Eccles: 

Lochhead I 

ltallace1 

Yell, it wou1dn1 t hurt 1t an:r, wouldn't tllln 1t an;r. 

Do :rou think the:r need aome good advertilingt 

Don't :rout 

I think ve oou1d all. do with a little, Je111. 

Mter :rou (J onea ) have been telling tbell once 

a month the:r ahoul.d lend eoa 110ne;rt 

Aa to indirtduala and oorporatione other tban 

non-meaber be.nka, ve have the right to llake lou• 

on Oovel'DIIent aeourit1ea and VI would be prepared 

to aa:r that we have that autborit;r, but VI would 

not lend to thea at our d1aoount rate, believing 

the:r m ould t1rat go to their ••ber bub or to 

their bankere. Our present rattt to the 11n1ted 

State• Steel. CoJ1)orat1on, t or 1natance, on 

Oovemaent aeourit1e1 would be tbree and one- halt 

peroent, and I don't think we would change that 

except b;r perhaps one halt ot one percent - bring 

1 t down to tbree. 

lfov, the:r oou1d so to their bank and get 'tlbat the:r 

wanted, po11ibl;r one peroent, eo i t reall.:r doean•t 

aean an;rthing. 

Seoretar:r Wel.laoe voul.d probebl;r be 1ntereated 1n 

wbat the Oanad!ua• aentioned about their oollll041t;r 

ll&l'ket. 'l'be:r 1tated that the onl:r oo11110d1 t:r 

ll&l'ke' the:r had that the:r thought -14 be s..­
portuat '110Ul4 be the wheat •rlt•'• .ad ~:r •a:r 

a• lons a• ~·' 1a praot1oal1:r a Oova!'DIIeat 

apno:r up there, ~:r 41411 • t thlalt there wuld 

be &D:I 'rouble 1D reprd to that. 

I preiUIIe we vou14, a• a part ot our aot1rtt1e1 -

lliib' perblrp• be oallille on the 8'-t• Dlpartaant 

to ll&lte 1Dqu1r1e• with reprd to thllll exoblllp• 

1D other lMdl. 
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lo. 

I doubt 1t 1t would be. 

lo. 

I IIO?e that Dr. hie be reooplr.ed. 

Juet a1 long u we ooord1Date oUl" tb1J18e, Blllll')' -
a• :rou mow, tbe inqu1rr - at JOUl" .aaeeuon 
I 1nolude4 the worde •oo11110d1t1 aarkeiT - ~t 
I eent out to theee e1x oountr1••······ ··· 

Yea. 

I 1nolude4 tbll word 0 o011111o41t1· • 

Yell, tbat 1 1 tine. '!'bat will take oare of 1t. 

R•e•ber, JOU aaked ae. 

Yee, that 1 e r1sht. '!'bat will take oare of 1t. 

'fhat .... included in u. 
Yell, Mr. Jonee wante to bllar troa Xr. rele. 

Xr. leoretarr, wben the .. ~k• are publ1elle4, 
e1noe I eee that 4e?111eh little aaObine operating, 
the t1 tle I eugpet 11 °'1'bll Irrupone1ble Paren­
theeee,• wbioh-1 13.1 e:q~lain later. 

'!'he 1rreepona1ble wbaU 

(BeartJ l~ter) 

I •u e:q~la1D ~t later. 

a.• I'" pt co ear here 40eea
1 
t W1IOh ce I1A7 

....... uone t~at are _.. 1ll rep.l'4 to tbl eo...­
-' 1:10114 Ml'lte' 01' ,. u-11&1'11 oala ..... u .. 
1ll .....,.S co tbl ooM'I1'1 Ml'lte'· Bid tM 
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dieoueeion •• regarde the treatment ot eeouritiee -

and I mention tor the tiret tille the 1rreepoaeible 

pareatheeee, -because it 11 1D pareathuee - •u 

well ae the otber intereete and propertiee in 

.AIIerioa• - that 11 the perentheee1 I haYe in 111Jld. 

Before rou reiiUJie with that diecuuion let ae 

ear that that was put in 1i11pl7 t o oo.Plete tbe 

thought, that haYing been said at the prenou1 

conference; the Securities and Exchange Comaie1ion 

1e not 1ntere1ted i n tbe parenthuee. So it r ou 

will .address your remark1, Mr. Feie, to that 

parentheses, they should not be leYeled at the 

authore of the memorandua. 

What rou tell me about it Just pr ovee that it i1 

irruponeible, which ie what I thought. 

And the word 0 calm0 vae mentioned. I ~ not show 

all the calm of manner that might be delired, but 

on the other hand I don't ehare the exciteaent 

ot attitude which I have found expreseed eo etten 

1n these d1eouuions and which I think is somewhat 

mistaken. 

Apart from theee two matters that han been 10 

simply disposed ot, rour Government bond aerket 

and rour oommoditr market, there'e still ae tar 

ae I can understand - the onlr danger that i1 

d1eturbing ue 1e what m1gllt happen in certain 

stock markets. Now, i .n all the diecu1eione that 

have taken place about etook aarkete in the oour1e 

ot the laet six rearl, I have never seen the 

queetion of 1eour1t1 fluctuations elevated to an 

importance 1a world atta1r• that ther .auld attain 

it dealt with 1n accor dance with 1ome ot the BU~ 

ge1t1oae that have been_ put forward. After all, 

foreigners only ova a small traction ot our 

eeour1t1ea. Attar all, we have had vel')' eub1tantial 

•aouritr aoYaaent• pr1aaril7 due to doaeetio 

conditione. X7 ova guen would be that even 1t 

war should ooae the ruul tant 1took moveaent 

would not be l1kel7 to exceed verr greatlr thl 

•took mov1111ent that rou have had in tbl laet 

tev veeke. 
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I alii at1l~ not auggaating inertneu, but I alii 

suggesting that aom.e of the proposals put forward 
are oomp~eta~7 inoommeneurate with the importance 
of the prob~em that 70u' Ye got in llind, and in 
addition 110ul.d haTe consequences 1.mmed1ate and 
ult1111ate that tar outweigh anything that could 
happen to the stock market under any circumstance.. 

Let me explai.n. We have engaged nov in prelimina~ 
interchange with eix other goverllllents. The Secre­
tary has alread7 brought out the tact that in 
their replies to us practicall7 one and al.l haTe 
aa1d, •You are ra1s1ng questions of the moat 
vital interest to us and if any news of th1a 
should appear in the press our whole situation, 
economic and political, would be disturbed," 
and they would be and they wil~ be. 

Nov, to apeak on that a little bit turther. Of 
the six countries we have talked to, three cer­
tainly want to bend all their ertorte to be 
neutral . The position of Canada ie not as clear, 
is not finally established either. In the case 
ot those countries, any clear suggestion 1n 
advance of knov~edge of exactl7 what i s under 
discussion, of intimate discussions with Great 
Britain and the United States, might ve~ well 
become a factor in the decision of Germany and 
Italy - and it i s for these reasons that I hate 
to have that damned machine going - deciding 
whether to moTe east or move vest or not moTe at 
all. And I alii sure that we have alread7 set 
the Federal Council•ot Switzerland and the 
Cabinet of Belg1ua quivering. Holland is more 
stolid. 
The neutrals in their position, furthermore, when 
the7 come into discussions, are goi.ng to visualize 
their position more or leas as ours; and we ma7 
antioipate, and let 1 a rega.rd ou.r suggestions Tery 
oaretull7, that they will suggest that we do tb1a 
on a reciprocal bade, and if we , witbout thought, 
begin to ask them to impose this control and that 
control and the other control, their reply will 
be , •Will you do it, will you take oTer all the 
eeour1tiee of American•' We don ' t want our 
aarltete to break by Aaerioane selling. 1 And tha 
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.Aael'iou o .. rehlp ot oertalD ot the .. Oill'1Uu 

ot theae ...U 00111ltl'1ee 1187 be 1arpr traoUon­

all:r t!um 01111' OWD8Nh:1p ot their HCIIU'lUee, U4 

:rou wUl be led u• ....... . 
You aeut the reYeree ot vhat :rou ea14, 414D't 

:rout 

!he Aller1ou omereh1p ot tbe eeour1t1ee l1ete4 

on the1r exobugea 111&7 be greater proport1onall:r 

than the Datoh or lw1u or Belgian omerlh1p ot 

the eeour1t1ea l11te4 on the .AIIer1oaD u:ohanse. 

lo WC?h tor the neutral a 1 poet t1on. 

When rou get to France ud Englud, tbere ••••e4 

a 110aent to ae vben n were geU1ng on eYen 110re 

duproue grouDC1, ud here I 1ntro4uoe ap1n the 

1rreepone1ble parentheeea that Mr. PnDk telle 

•• the Coatee1on put 1D Juet beoauae U wu too 

lar.r to haYe a atenogrepher talte 1t out. 

Oh no, that waan 1t the auggast1on. !be euggest1on 

wu that tor the purposes ot 41souae1on that that 

aeaorudull wae 41reoted to, naael;r, what the IIEO 

propoee4 to 4o 1t oerta1n ennte ooourred - that 

the oo-nt 1n that parentheaee wae totall:r auper­

tluoue ud vaa put 1D there aerelr b:r war ot 

n••' ng the oharaoter ot the 41eouu1on at the laat 

oonterenoe, vbloh want berond the 1ntereata ot the 

1110. So that 1! J'OU are d1reot1ng 1011r d1aoua810D 

to the eeour1t1 aarltet, :rou 11&1 18ftore that parea­

theaee. I t the parentheaea 18 1rreapona1ble 1n 

the eenee that 1t 1e taotuall1 1naoourete, Juat 

1gnore lt and 4on 1t exo1te ;roureelt. 

Ie lt a part ot tbe exeout1Ye order' 

I don't know, Jlr. Wallaoe, and I u DOt oonoerned, 

and lt 1t 1a u lnaoourate etateaent ot wbat 

the !reanrr hu propoae4, tMil llr. rata'• rell&l'lte 

are eupertluoua. It 1t le u aaourate etat-nt 

ot what the !reaeurr hu propoee4, tbeD I euaen 
he a44reae hl.uelt to the 1'reanr7 and DOt 110. 

I aa earDeat ud DOt lrl'itated. Pleaee bel1ne ae. 

Regraded Unclassified



Frankl 

Fe181 

!I,K.Jr: 

Feiel 

Frankl 

Feis: 

H.M.Jr: 

- 26 -

EYen 1t 1t 1e not 1n the parentheeu, there 1a 

et1ll a aeut1on ot the or181nal thi.Dga 111 the 

1nqu1r;r. 

Let's keep th1e 41eoueeion both good-buaored 

and oourteoua, pleaee. 

I think 1 t hu been both. 

I think eo, Xr. reia. 

Xerel:r •phatio and eameet. And I, a• tar ae 

I could be, Xr. 8eoretar;r, would like to be both 

emphatic and earneet. 
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Ot oouree, these vorde 11kn1ee tigure 1n the 

inqu1r;r that ve haYs preeentad to aneral goYam­

llente. 'l'hoee vorde •other auete, gold, bank 

aooounte• - that '• the lite blood ot certain 

belligerent oountriee it war breaka out, It 

oerta1nl;r has been ona ot the raaeone tor their 

intereet in the Tripartite Agreesent. It ie 

one ot the reaeone behind the IIOYesent ot th11 

capital and gold. You can haYe Ter:r little doubt -

there 1s Ter;r little doubt in a:r II1Dd - that had 

not this thought been 1n the a inde ot the OoTam­

llente ot rrance and Great Britain, the;r would 

have long ago impoeed oontrole on the IIOY.eaent ot 

that gold and capital to th1e countr:r that were 

not illpoeed. Nov, the llinute :rou bnng that up 

to thea, and that ie eYident 1D the dooUIIent 

co111Dg back to ue tro• London, :rou then strike, 

ae Xr. Frank hal eaid, into a t18ld tar be;rond 

the eecur1 t:r t1eld and one ot euoh '--enee 111-

portanoe, relating quite 41reotl:r to euoh thing• 

as the Pree1dent 1e ••11&88• ot :reeterda)', that 

I 1d explain b;r that taot what u:r haTe IQ)peared 

to eo .. ot :rou ae oYerexoitellent. 

Do :rou 111pl;r that what the Treaearr - the oon­

Tereatione that we are oonduoting wlth th81& 

oOUDtriee are not in e,apath:r Y1 th the Prae1-

dent 1a •e•8&18 qt ;reeter4a;rt 
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lo dr. I • ftii'UUng that in tbe orillnal 
inquir1ea and 1D aoae of tbe prella1nar7 oon­
Teraationa •• haTe 1ntroduoe4 a MUer of tbe 
utmoat .oaent and ut.oet poeeibi~tbat so•• 
we:r be7ond &DTthing oonneote4 with the regula­
tion of the eeour1tiee exohangee. 

Well now, Mr. Feis, if 70u don't mind - after 
all, JOU said most of this the other dq. Since 
tben the Preaident of the United States read the 
inqu1r7 and I haTe pereonall7 read it OYer tbe 
phone to Mr. liul.l. leitber tbe Preeident of the 
United State• nor the Seoretar7 of State nor 

·267 

tbe Seoretarr of the 'l'reaeur,. tel t that tbere 
wae anr reaeon wey it ehouldn't go, and tbe 
Preeident ot the United Statee and I felt it 
ehould go. low, if rou1Te gpt something new to 
suggest ae to wh7 tbe State Department - Mr. Hull 
teele that I ehoul.dn 1 t continue theee oonTerea­
tione, wh7, I 1d be Terr glad to hear trom rou, 
but as to vbat we're doing or sar1ng- that it 
isn't caretull7 thought out - I 1m sorr, • . • • • .•.• 

What bearing does the Prse1dent 1s meeeage haYe 
on theee oonYersationet 

I don't know that it hae anr. 

Mr. seoretarr, I don 't think that I'm melting vbat 
I haTe 1n a1nd • • • ••..• • 

I don • t think JOU 're aaking 1 t clear, and 1t rou 
don't aind •1 ee:rinl it, I think I know what JOU 
haTe 1n aind and I v1eh rou 14 ear u, but on the 
otber hand Xr. Rul.l hae had this thing - I take 
1 t be sen theee oablu - and· tbe Pree1dent doe a 
know it. I haTe had the tour ableat eoonom1ate 
in Aaerioa 1n th1e morning going onr th1e whole 
queeUon. lobodT that I oan tllld agree• v1th JOU• 
ADd •• I ae:r, unleel Xr. Bull wante to let • 
know that be teele be 14 lU.e to talk to .. and 
that I BboUld diaoontinue theee oonYeraatione -
then I • 4 be Terr glad to aee the Prel1dent with 
Kr. Bul.l. In tbe aeant1.11e, eTerr etep we are 
taking 11 b81ng nrr oaretull7 obeu.d· 'fh11 
1an • t go1u t o hurt 70ur trade treat111~ ADd 
1t rou donlt a1nd •1 eq1ng, unlell 70U Te 
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got eoaethiDS nn or Kr. Bull wante to take 10.1 
aotlon or oommunsoatl with ae, vbJ, I th1Dk I'll 
Juat go ahead u ve are. 

Kr. leoretal'7, the deolllon h oertalDl)' ln :rour 
haDde ami th1 oDlr thlng I aa tr)'lD.g to do 11 to 
trr to oontrlbute to the ool'l'ect deole1on. I 
felt that 1 t vae part ot II)' Job to ca11 ae clear 
attention u I could to eome ot the poeelbll 
meanlnge of eome of the auggeetlone that have 
been brou.gbt forward ln the d1ecu11ione, and when 
I flnd 1 t ooalng 1n aga1n in a • ..,randua 1'1114 
a1 repruentlna the op1D1cn of the tlecur1t1u and 
Exchange Oommi11lon, and pruuaa'bl)' therefore 
offered ae part of a report to the Prelldent, 
I th1nk I would elJDplJ be falling in II)' dut:r 1t 
I did not tr,. to exp1aln bow, trom the polnt of 
Tlew of the State Depertaent, th1e thlna •-• 
to c&l'l')' po11ibl.e coneequencee; and that •e vbat 
I trled to do. 

268 

Yell now, :rou have - ae tar ae I liD ooncel'lled, 
:rou haTe again eerTed notice on •• that :rou feel 
that theae oonvereatlone are Ter:r d&Dgeroua. I 
don't agree Ylth :rou. I feel that the eituatlon 
11 danglroue, that I would be neglectful of •1 
dut:r if I 414D't explore enrr pouibUlt:r ae to 
vtlat algbt happen 1t there wu a war in Europe. 
!he lnterence that what we are doing 111ght bring 
about a war, I th1nlt, 11 Juet prepoeteroue. And 
ae I ear, I baTe IIOTid Ter)' caretull)', I haTe 
pointed out enr)'thlng that :rou ea1d to the 
Preeldent, and these other genneaen that were 
here - I aean enr)'th1DS that I said whU.e :rou 
were here I repeated to the Preeldent, uklng 1t 
Juet al black ae poeelble, eo that he il entirel)' 
aware - there were eenn or eight ~=1• tha:he 
heard ae do lt. I then read the t oTer 

phone to Xr. Bu1l. 

low, I oan 1&7 1t Jll', Ball wante to oal.l • up . 
aDd -ld like ae to co• oTer aDd Wk to hla, 
I'd be nrr gl.IIA to do lt, but laokllli auch a 
ae11age I tranltlf ..... , , , • • • Arter taltlllg 
oon1vJ.tatlon with vbat I coneider tour ot the 
outatandiDS eoonolllete 1n AMrlca~-~111 of ~~:.; 
an4 ;rou reOognlr.e thea a• 1uch - ..... aone o 
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1eeaed to be at all W01'1'ied; 
oouraged .. to oontinue wbat 
a1 tar a1 :rour obl.1gat1on to 
it. 

1n taot, the:r en-
we are doing. 11o, 
warn ae, :rou 1Ye done 

269 

Ma:r I Ju•t 1144, Mr. lleoretar:r, that 110et of the 
cone14erat1ona vhioh I haYe pointed out do not 
tall in the real• of the eoonolll1atl, and therefore 
I feel that 1omeone oonnected with the lltate 
Department might be aware of epecial oonl1derat1one. 
lleoondl:r, I th1.nlt I OU8ht to sa:r, a1nce the aatter 
hae taken this turn, that I vas with the Becretar:r 
ot lltate when :rou talked with hi.a on the telephone 
and certainl:r 1n no conaci ous wa:r am I tr;ring to 
develop an 1ndiYidual pol1t1on, and I can onl:r do 
my beat while I am here, since the llecretar:r can ' t 
be here, to try to bring forward thoae thing• 
that would naturall:r occur to aembere of the Depart­
~~ent . And I think :rour final state .. nt defined 
exaotl:r what I haYe been trying to atte.pt to do: 
to tr:r to bri.ng out, ae tar aa I oould 1ee it, 
what is implicit in thie matter that we have 1n 
hand, and that 1 s Just what I've been trying to do. 

llecretary Morgenthau, I guess I '• a little llow in 
understanding •• •• ••.•• 

I'm lUre :rou1re not. 

• •• • ••••• but I am still a little b1t at a lose to 
know whether Mr. Feie'a concern ie primaril:r in 
the international polit1oal field or 1n the 
poe1ible eYentual deYelopaent• in the domeetio 
econolll1c field. I aa pUtting together hie pre­
eentation of toda;r with hie presentation of a 

couple da:re ago. 

Mr. Secretary, •:r preaentation of a couple daye 
ago vas concerned with tha eecond: deYelopment~1n 
the doaeet1c field. When I aaw the actual rei t1 
ot our preYiOUI diaouuionl, I found .,..elf /~he / 

:~:¥;:!:t~X·~~!r:?~~et~dg:~~r~.~:rt~ae 
again toda;r. 

t1on• ban been with the 1nter-
!oda;r •:r preoccupa d vboll with the 1nternat1CIIal 
nat1ona1 and eolel:r an :r ha 1 been aoae'ltlat 
aepeot1 of the queetion, tboee Y ng 
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sharpened and completed si.nce b:r Yirtue of the 

oorre~~pondenoe that hae taken place. 

Then :rour tears are at rut v1th regards to the 
dome eti o field. 

As tar as an:r auggeat1on that I haYe heard put 

forward, oerta1nl:r yea. 

They are with the domestio or the:r are nott 
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Hie tears have been put to reat vtth regard • • •.•••• 

• • . • .• ••• in the domestic field. I mean there ma:r 

be a mall differences of judgment between 1ndiv14uals. 

But the remarlte of a few da7s ago are paned and 

I was moving into a new - I wae going through an 

unpleaaant performance tor the second time, because 

it is unpleasant. 

Mr. Secretary, just to clear the record and v1 thout 

attempting to be facetious, I am proposing before 

I hand this memorandum to you - the memorandum vh1oh 

I formally read - to strike out the parentheses, 

so that as between Mr. Feis and the Securities and 

Exchange Colllllliaaion there need be no dhagreement, 

since he ie in accord on the tundSIIentals of the 

handli.ng of the domeetic situation, 

Mr. Eooles or Mr. Harrison - I mean do you want to 

sa:r anything to Mr. Fe1a or anyth1ngt 

Well, it seems to me - i t 1 s aomevb&t aeide troa 

our partioula.r ruponsib1li ty - that ae I see the 

ieeue aa presented by Mr. Feh, the matter relatea 

entirely to the international situation and the 

question as to the adYiaabilit:r of tbe procedure 

ot the Treaeur:r in ooMect1on v1 th the ooiiiiiW1ica­

t1one abroad. So tar as rq particular reepone1-

bilit:r is concerned, it is aomawhat outside of 

that and •• ...•.. • 

Mr. Eccles, all m:r preoccupati on, reall:r serious 

preoccupation, either on the doaut1c aapeota or 

on the foreign aspecta, practioall:r sPill v1th the 

taking out of that parentheses; I 110uld aa:r that 

it ve are juat tallt1ng abOUt how to handle the 

seourl ties aa~e• I don 1 t th1nlt the State Depart­

ment has any great interest as to vll.ether you 
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leaYo t!wa op.a or 1011 oloeo tbn or "'" Nplaa 
tlll eollt.ac of fON1p .. lllll'lUoe. !he 1ator­
uUoDal. OOIUieqiiOBOOI &1'0 1000114al'ro It WU tbl 
IUIPIUOJl of 1an tlao, ap1a l'lappoar1Jic t~~at 
w aro FiDS 1Dto tbl t1olll of otbel' uen~ ballk 
aoOOUDte, 81014, otbel' pi'OpOI't1ee - tbaee ~ the 
th111ge that Ol'lated •1 Ulld.eUee ot laet Uae a114 
ltept thea allTI 1a a 41ffll'lnt W&J th11 U ... 
Do I - I•a ti'71Dg to aalte •r••lt a• olear u I 
ltnow how. 
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Yel.l, I don't - I tl'aDitlr - I Jut don't 1Uidel'ltala4. 

I 4on 1 t think I 1a aaking _,self ol&al'. 

lot to 111. I'• co.-pletelr bewildered u to Cat rou 
aean. I aa perteotl7 ol ear a• to vbat •r ow ob­
Jeot1Te 11, bQt u t o wbat )'OUr obJeot1Ye 11 I 
aa oo.-pletelr bewildered. 

But Juet let u under 1t 1Ddl b7 l'laGY1ng the paren­
theeee, r ou wit hdraw r our obJeot1on•' 

Thl'le-quartere. I was expre111ng apprehension 
rather than obJeoUon, and three-quarter• ot ., 
apprehenl1on goee w1 th tbl reaoTal of tbat parlll­
thelllt wbioh oreatee a tar Yaeter field than aDT 
other ~hat we are 41eoull1n&• 

'fhen I thank Xr. Pranlt tor r eaoY1Dg t he parenthe111. 

Bllt that 4oelll1 t applJ to tl» !reUUI'J· !hat 
appl1ee onlr to the ao. . 
What we're 1101ng to do 11, I bope to han a draft 
ot a oabl.e readT eo•U• • 'bltwen 5100 and 6 100 
toaoi'I'Ow 111 anewr to Jatterworth, 11114 I ' • going 
to au xr. re11 to oo•• to tlW boule at tbat t1ae 
and go OYer the draft aJI4 thlll he 111 haYI a ohiDOI 
ot pttlq dow to epeo1t1o th1Dp, 1t tlwre 11 
anJ1;h1q. But we'll do 1t eoaeUae 'bltwel'- 5100 
and 6100 toaorrow. 

Xr. leol'lt&l'J, I wnder 1t 1t 11 ol&al' that thel'l 
hu bolD onlJ OllO oo..un1oaUon that hU 1oft the 
!1'1&8Ql'J - one orallT t o Oana.,., aD4 t111 otliel' 
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vr1.tta OD .. to the otblr IDTel'mUIDtl - Ul4 that 
wu aleaN4. I aa afra14 I pt the 111PN .. 10D 
that eoae ti:Wilt ~pareDtl7 a good 4eal aore thaD 
tba t baa bappeDe4. 

There waa ODe •110l'al14ua, whlah the Prea14ent 1av. 
I read 1 t over the phone t o Xr. fell - ratber, 
Mr . Fe1e came over here after that and read 1t 
and eald that vas entirely aat1etaotory to hla. 
That 1 a the only ooiiiiiW11cat1on ve have had v1 th 
anf other governaent , 'l'here hal been no other. 
We ve got lote of anevere. Ye 1re go1Dg to try 
to draft an anever. I want to loolt over 1t late 
tomorrow afternoon, and 1f ve can come t o an 
agreement, I expect to ehov 1t to the Prea1dent, 
There 'a been no other than that one ~~emorandua 
which all of you aav. There 1a been no other 
co1111Ul11cat1on, 

And ae I eay, I consulted with our ow people and 
1ome very able other people who are reoognl&ed 
both 1n th11 country and t he reet of t he vorld 
a1 out1tand.1ng people, and they eeem to t h1Dit 
that w lhould get prepared to aeet any eaergency 
and that the Treasury 1a on the r1gbt traolt, · 

llov, hal anybod7 elll got anything' 'l'hanlt you all 
very IIUOh. 

• 
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J.pr1l 15, 19~ 3JOO P .ll. 
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Tboee preeent wre 1 'l'he leoretlll7., Ranee ~eton White 
Bell, Lofhhead, Bernetet.n,\ loolee1 Barr1eon,\ Jo:We rr~ ' 
Pu.roell, \ 1fa1laoe, Robblne, and rue. ' 

The Seoret81'1 expla1ned that he wanted to get all of the 
verioue pointe eu.aarl&ed and then he tho\18ht the group should 
al!l!in report to the Pree1dent, perhape on the tollovlng HondaJ. 

1-ir. Eo ole e wae the first to report, aa tollowe: 
' The Reserve Syetem ie prepared to give support to the Govern­
ment bond market, that i s, without an7 idea of pegging it, but 
ot providing a market, keep1ng a market open tor Government 
bonds, and attempting to maintain an orderly market. • Be noted 
t hat with a $500 000,000 authorization 1n the banda of the 
Executivs Committee and with tlOO,OOO,OOO available 1n Oovern­
~ent trust funds, a total of $600,000,000 waa ready to be uaed 1n 
supporting the market. In addition, he sai d, the Board wae 
taking up with eaoh Reserve Bank the suggestion that they agree 
to make loans to all member and non-member banks on Government 
bonds at par, and that such an announcement be made it the neces­
sity arose. 

Mr. Frank read a memorandWII tro111 t he SEO exprees1ng t he 
following viewe: (1) The stook markets should, it possible, 
remain open at all times. (2) Arrangements should be made 
between t he SEO and the exchanges, establishing a complete 
syst em of minute-to-minute observation of f actors entering the 
mnrket so that it will be possible to deteot the point of danger 
which mi ght indicate a demoralization ot the pri ce structure. 
(3) Should this point arrive, the stock excbangee should be 
closed and cooperative measures should be arranged in the 
over-the- counter market. Papers closing the exchanges are pre­
oared and their form baa been reviewed by t he Attorney General. 
14) The Commieeion can not agree with t he suggestion tor price 
limitations. (5) Any action by foreign governments to restrain 
selli ng of American eeouritiee by their national would reduce 
the poesibillty of disturbance on American exchanges. 
(6) The Commlsaion reiterated that every endeavor should be 
oade to keep our markets open. 

Mr. Loohbead oautioned agalnet rely1ng too heavil7 on t he 
possibility that foreign governments would agree to cooperate 
by restricting the activities of t heir nationale. 

Mr. Vallaoe reported that he had drafted a letter tor 
t he President to eend to h.1m and a telegram tor hlm to send to 
.the commodlty exohangee if t he need ehould arlee. !be letter 
from the Pree1dent to the Seoretary aelted h1ll to requeet all 
co~od1ty tuturee exohangee in the United State• to prohibit 
trading 1n an:r oo .. odltJ tuturee during an:r day at prioee 
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,arying more than ~ percent troa the oloeing prices ot the 

previous day. 'fhe telegram trom the Secretary to t he exohangee 

~uld quote the President ' s letter and request that 1amed1ate 

action be taken in aooordanoe with hie wiehes. Mr. Wallace 

added : 11 1d 11lte to •ll1 turthermore, that the need ot eupel'­

vieing the coiDIIIodity exo~ee in eftnt ot war 1e perhaps not 

81 great ae 1n the oase ot the stock exchanges. • He pointed 

out t hat the probable ettect would be tor all comaod1tiee except 

cotton t o react favorably. Mr. Wallace also suggested that he 

might find i t advisable to issue a reassuring statement to 

tn~ere , ur ging t hem to go ahead With t heir crops in a normal 

way. 

There wae a brief discussion between Messrs. Jones, Foley, 

Wall ace , and Morgenthau on the application ot the Johnson and 

Neutrality Acta to Government corporations. 

At t he conclusion ot t he meeting Mr. Feis expressed 

a teel1ng t hat although t he plane tor t he col!llllodity and Govern­

ment bond markets were quite appropriate, the diecueei one about 

the st ock mark et had, i .n hie opinion, spread out into fields 

much l ar ger t han t he stook market problem iteelt warranted. 

He ment ioned t he communioation to the five Tripartite countries, 

and particularly the 1mpl1cation t hat this Government mi ght do 

somethi ng about such basic matters as gold, security, and 

foreign exchange resources which other nations have in t his 

count r y. These matters, he pointed out, were t he lite blood ot 

two potential belligerents, Great Britain and France. Secondly, 

he refer red to t he delicate position 1n which Holland, Belgi um, 

and Swi tzerland -- all desiri ng to be neutral -- would t1nd 

themselves it they enter ed into di eouesion with Great Britain 

and t he United States. Thirdly, he telt t hat t he United States 

might be asked to take reciprocal action to supervise t he 

activity ot American citizens in f oreign stock markets. 

Hr. Fei e said that these reeervations all had to do with the 

internat ional aepeots ot t he situation, and that he nov tound 

h1cselt 1n agreement with t he domest i c aspects ot the various 

suggest ions · therefore hie remarks t he other day on t he domestic 

aepeote wer~ a thing of the past. Secretary Morgenthau replied 

that as to t he international aspects hs bad nov been warned twice 

by !~ . Feie, and that he disagreed wit h Mr. Feis's opinion t hat 

the i nquiriee being made abroad were dangerous. Furthermore, 

he pointed out t hat Secretary Hull bad cleared t he inquiry which 

had been addre ssed to t he Tripartite countri es. 

(The Secretary Secretary Wallace, Jesse Jones, Jerome Frank, 

J.tarriner Eccles and'Mr. Hanes went to t he White House on April 18 , 

Vhere Mr . Frank' Mr. Eccles, and Mr. Wallace made pr act ically the 

same report as had been outlined herei n . ) 
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~ l.e, ltllll. 

1. B. Fol t!J, lr. 

The e t h olle4 -ra41a rtrpl'4t.as • pl'Opoaal to lad ._uan or 

ptrellaae AMr1- aecnatUaa •uumaaliaa4• bJ a f oreip o.,...tr:r _,. be 

-rized u followe: 

I .!:2!!,! 

(a ) liT prtnta ,__a - en~ doubtful beo .... ot ~a 1.,..._ u4 leatnlitJ Aote. 

(b) Loella b7 Fe4enl GonJ"DMDt or acect .. tllereof - aot 

p1'0111bUe4 bJ 1..-.oa or leutralt\7 Aota, aot ta-..Utat 

wUII tile tatenaaUODal law of awtral1t:r. Suoll l oua oo'lll4 

be .Ua b7 DO, :..:,On-Iapon Buk or StablUaUoa .llm4. 

!llan an lim uuoaa u to na •• ot a4 tile - t • to 

be looae4 bJ Roll tan~taltu .. '11111all era 4Uou .. e4 

1D poMtar 4na1l 1a tile ntaoba4 _ ..... 4 • • 

II Pl!rol!a!t• 
(a ) liT prtnw peruu. UC o<Nl4 ttauoa print• per-• 

a4 ooal4 alao ftauoa • Mwl7 or•te4 oorporaUoa atoll 

-14 bu7 -~~ HOUri Uea. 

(b) 'I'll• :a.:,on-x..on Baalt -14 bu7 Martou boada up to • 

lia1te4 _, 11111: ooul4 aot bu:r awoke. 

·(o) StalllliaaUma J'IID4 o<Nl4 ate tile poaroiiUM. 

'l'lle a t taalle4 -raadua 4eala ool al:r w1 ~ a1at111& power• ud 

Oo•ornaoot eceaoiea. 

(WUale4) •.a.r. 1r. 

1117: alai 
Orishaal ct•• to laaata 1•aa 117 Sacl7 6/lD'at 
S.C•:r baa l OOJIIJ 'llllioll lie tool!: to 'Illite &ouae t/l&'at 
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. 
£11 

I. 1o0M1 

It would- tllat. neb~~~ b7 bd.l.'lld..U te ,_. __ ta 

dofn lt 1D \bit ~t. ot t.bitlr· oWa•u- t.o u. acn._, et .._ a.tw 

St.a~•a, •bet.bitr -b ~ .... - ...... Mde d.l.....U, v t.o •1u.. _. "..u.a 

for or 011 'bellal.t ot• IUIIh toraip ..,..,.,_"' would bit proldldW 'r tM 

JobuoD Ac:t., wbieb probild\1 1Mu \o 1ueb torelp 1"1-tl er-r­

palM\1011 • .u., tor or 011 ......u- ot ••b 10"-tl. I\ woiWI alee -

tllat aueb 1Mu bJ 1~'11dll&ll \o bitll1prltD\ COftNMMI er ~ penoa ...,_ 

liiC for or 011 llebll.t ot -~~.,...__\I woiWI lie proldldW llriMtla Jet 

the hll\rellv Aot. llo-r • 1- 1\ eoul.d be &1'1\Md u.t. u. lo.._ ... 

lw\rell v Aa\1 ...... 110\ iat.eMed t.o •SJP17 t.o loau eollawftll ... 19 .a..n­

oeov1Uea 'brrl111 • mawr~- \llu t.t. ...,., ot t.» ~. 1\ 111111\ M 

dtllre'bU t.o-' 811 ~- tra. \1111 At\ona.J O...ral 011 \ba .-nt•• 

•• Qcmp pI ,, 

Regraded Unclassified



( ) 275 
- 2-

ID aq nut, 0 .,.lid arr-at _, be ...Sa ~\ \ be P"'PIIId 1-. 

uadtr aonaldoraUoa doea 110\ n olaw t.ba 1atanaaUoeal 1a of ..valitir• 

f:UI Oonl'ftllft\o ..,.. \ ho .. b .. atral, beD t.ba r1 Cb\ \o prot.M\ lV 

ecOIIOido, t blaaoial, &1111 - W1'7 at rucwre t'Pool \bo aboM* ot ar bet 1 

torl1p eolllltri••· TM 1- ..,llld be ...S. DOt tor tbe pGJ'pOH or aiGIII 

a belllpr.at, blat tor \be poarpoae ot plWftllUIII t ile tllroWlq oa to t11a 

AMrioaa Mrilo\0 a\ a UM OMft the AHrioan Mrft\ 1001&14 DO\ be abJ.a 

eolk• t.al1 \o at.ol'b tiiM, larp bloau ot t orelp-' ,..rteu nnrf.u ... 

It 1a obYI.olMI tbet lt a beWcerec~\ ...,.._, •ore \o l141~1da\e 1\a 

- - boldllll• or £Mr1oaa oenrtUu or \bred• \o do ao pql*J 

eoncllUou •1111\ "1'7 U llal7- la ocar at.o* III.Jb\a &lid .. rto~ 

ltt eot our whola uaa..to IUid -tar, at.r.JOtoaro. n. llelll&enn\ lOft...,. 

-t ool&l.d o~ 1\a dollar ruac~e "' u.. u,lllda\1111 1\a aawriu .. , 

Br our .aklq \liD altfta• \o U. bellice roat ,..,._, oolla\oftUaed 

b7 IIOurit.l .. Mnlll 0 fU 1reet.ar Ydlle \ ball t.ba uo•t ot \be~ 

•• do DOt pro'fldo tala lleUipron JOftraaat Ill~ u:t dolla.r tuada U.t 

It eould 110\ olltala 'llr ll41ll1daUq i ta aortoan -r1U••· n.t .. .. 

I""''pltab 117 M'rtlll ~ adfta- la aw1d U.\w' ne \o ov ... TV 

whlob t ht. ao....-t, uUac u • llft\Al, _,be perllit\ed t.o do_.... 
\Ill Nloo of lateneU.-1 law, n. lNu bere -u.pla\ed ..,uld ._ 110re 

claar11 be d t il \liD 11 .. ot pi'Oteo\1-c Alllri- laterea\a tllaa .. \lw 

la tiM oaao or tbe Obl .. oo-Mor1- torolCD oubaiiiO ac-n wllloll .. 

...S.r -ldoreUoa 1a 1977 wlln • _,.rebla , ... uoa .. rala .. ... 

d1l0111eod .ttl\ \be ltate Depan.at. It ... ..,..... U.\ ..,.a l.t _,. .. ... 

!oliDI! \o uilt be-.. Cltlu ud lapU tlw .,roeaee\ .t.th CldDO oo.U DOt 

-tltate a nolaUoa or t.ba 1atenaUoaal :t. of aawtN.ll~. l 'bell­

t!Mt u.o l'l'•••t pi'Opooal dool 110\ nola\0 tile tatenaUoaal :t. Ill 

antnU~ aU. tile pi'OtooUoa 11- ._rt_ tatonl\a liJ tbe ,...pud 

ad...._ la tar .,..tor ~- ... \J'W 1a Ullt ~ ••ua. 
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•44 
U l'larelluea ...... ,. , ............ .. ,, ... 

._ U...,.U. _, tM P 'WI~"- ..... tM ,.. Sp auwa= 

_, •\&_11_.• .... -'U.. ...... M ,_.., W Ia a_.. 
of 11117111 

(a) ... ala \e .a-n- ... ._.t.a i.MU..U... 

!M IJC odalt' leM ....., '- '-'icaa u.u•u.. 
111\iu ..w ~ .._ '-.,. , a .... -'U.. 

.... ~.-~ ..w ... _ ... _,.*"" 
wll&a..WpuJii•alltereip .... ...... 

-s:u.. .. \lit r-saa aesw ' ...... Hh"s 
~ _,...u- -w .... , ......... -'"-
.. U....n.\..Wa'IIMft~ l _,..u-.._ 
-w wo1ll.4 • tlw• ... -r tM DC. a "' fl 
,.,.. -u. .... • ..,,....u-- n.ur,. a • 
a\ \!Ia u.. "' ~ .., ...... .USa ... 1a Ia­

ru.. na4' ,_ - 1f dMSJoado 

(II) 1M ' 5 s t I pn lallll ..W llllft alltlllritr .. 
piUftllaM ..... L"ill etllu' lM\s .. at t ' 'Ill 1 5 

~ ... tweip --·-' ..u ....w. .... -
3 5 I t.-~ Ja1111 ..W M\ M ......... ~,_ .. ~~ 
.., et 1'* ,... .. pvellaM a-u-·- -
'M t•stp ••••-"' ldclll •'s-11-

(a) Pw Ule 1'W SA iJIIUaW a"*"o tM ... lltl1aatMa 
,.. -u .... lap1 ••tMritr '* ,.,. ... ... 
'-ICJI -'U. •"*'"lt_. tr a feNip •aoOI:,.wn• .. .... 

(lld\laW) ... ~.h. 
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Preatntz 

.April 11. lt3i 

1130 p ••• 

Dr. Tiner 
Dr. R1atler 
Dr. Hanaan 
llr. Wal ter stewart 

Mr. 8\t~l It turned Ollt , in 411ouuion 

among ue -- I t~ht we oould make a general etate­

llent to 7011 that would gin :rou, I th1nlt wbat :rou 

want. ' 

In t he eTant of war, or .uffio1ent threat 

of war, all four of ue oo111 at :rour oall on full 

tiH. Viner aDd Baneen, howenr, w1ll need to aka 

arrangement• t or leaTe troa the1r uniTereit1ee and 

t he1r e1tuation 1e somewhat different from u1. In 

thaea o1rowutanoee, .. are prepared to eta:r 1n 

Wa1h i ngton as long as experience and methode of 

daTelop.anta, of ooneultat1on, 1n41oate it -.:r be 

del1rabla. What we 11ean b7 aatbod1 of coftl\ll.t aUon 

18 that attar the i nitial period, the thl'u of u1, 

R1atlar, T1ner aDd , .. lf feel we could work ao1t 

eftaot1Tal7 through 1nar to :rou, g1T1ng hla wbat 

wa1 on our 111nda, but alwa:r• leanne :rou w1 th the 

option to eae all of ue on an:r ooouion :rou thought 

1 t _. daa1ra'bla. 

~~ Let' 1 ea:r there il war. Than I 

understaiiltlia t :rou people, aubJaot to the oont1rm­

ation of :rour UniTerlit1al, will caae down at onoa, 

a ll tour ot fOil. thaD, do I undaretall4, fOU are 

ea:ring that after fOU get the th1Dif golns, fOil are 

go1ng t o leaTa Viner beret 

.5• Sttll£1: Jo. Attar WI gat the thlDS 

gotnc, no one oan predict what tor• 1t wlll 

taka, 'bu\ our 'ballet DOW would 'be that ill the kiM 

ot probleu we would 'ba confronted rith 1t ~t be 

aora 111atul . to ba'N one of •• to tlboa fOil could turD 
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to, ~ut pel'b&pa we would be t 
through 'finer to JOil -ther aoa effeoU•e woa1ng • • tban th1'011gh all of ue. 

Dr, T1ner1 It' • not ., propoeal. 

Jlrr 8hgr~l But if an7tb1 OUI 
you aa1d JOU •nte to eee all of u~ we w~~dt~~ 

BK.Jr: I don't ha•e to or oee that bridge now. 

Mr. Ste~: Prior to a oall troa WutUn .... on 
White baa 'fOlUn eered t O keep Ul 1nforaed. &• ' 

h i JOI,Ji: I ha•e a l readJ told bla that eni'J IUght 
e • to .. n JOU a euaaary of what hae happened -- a 

digeet of oa~lea. 

Mr. 8ttwffi: And then, for our part we dedre 
a a1nimua ot pub~itJ and none if the situation require• 
it. 

aDJ 
~~ There ie no reason wh7 

pu~l'I'O'If7 until you a otually o&JDe , 
there should be 

th11 
Part 
work 
•erJ 

Ie that the whole etoi'Jt 

Kr• 8tewart1 Yee. 

BK.Jr: I would sa7 it 11 'fer'J good nne tor •· 

Dr. !!.Utler: I think there are two pointe about 
euggeet1on ot working through Viner that are oloudJ. 
of our d1eouee1on wae JOU a1Sht fi nd it euler to 
with ue, aU of ue baill8 here tull Uae, b)' keeping 
olo .. to Viner and he keeping olon to Ul• 

U'e a pr. Vintr: lone of thie il a1ne. 
quut1on o how to work it. 

~~ I a1Sht 11lte oorntlUII and a1ght 11ltl 
a littleJiill?ed rioe tor a ob&JIII and Viner aigbt •11'1• 

"Do I ha•e to go in and •et that 41e.greeable, oranltJ: 
pereon efti'J aorn1ngl Can 1 t eo• one eln t.lte Ul 

1 

What I would do 11 -- tholl thing• haft to be 
worked Ollt •tuallJ ad•antageoual)' and wb1ohe'fll' wll'1 
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it looked all rtDt, but tho •in tb1111 I want ~ 
know 1o 1f ~• ib1ng oo••, ban I got people who 
have tho trun1ng an4 tho OXJIOI'lenoe to odrt 
to how to ... t th11 eltuatlon. In JOU four ';.:;la• 
I han what I think aro the bOlt people and all I 

0 

ban been t1'11DC to 4o all week wu to equ1 tho 
Treaeur1 10 we could ••t thle eltuation w~ch 11 
entlrel1 new and we can't 101 we did it thit 11&1 or 
did it that wa7. You Juat don't know. And the 
United 8tate1 hao neYOr boon tho center. Hei'O eYer, 
countr1 ia uoinr ue u a eprincboard and I Jaet don't 
know, but knowing that I haYe 1011 people to call on 
•hJ • • • • • • 

¥.• 8tOIJJ't: lfe agreed that we would OOM on 

your oal • 

l:tfrl How we work -- through one or through 
all -- t eo .. thlng we oan tell after a couple of 
da71, but I think the •in thine 1a to adrtae JCN people 
and keep JCN poeted a• theee thinge oome alone am I 
think the beet thlng to do 11 to have lfhite ]repare a 
sumaar1 oTer)' night an4 send it air .. il and JOU will 

get it ln tho aornlng. 

Thie fellow, Towers, ls a smart fellow. It 
d idn 1 t take hia three a1nutes. When we got through 
he aa1d, 1 I don't know whether we oan 1apound the atock 
of our Mationall -- eeourit1ee. But he got tho thine 
ver)' fast. And I said, Well, one of tho thing• we are 
bothered about il the poaaibil1t1 of uaing Canada aa a 
baok door and we don't want that to happen. 

l o, contrary to our oabloa, tha)' have not been 
aounded 0\lt b)' tho Britilh 'rreuur)'o DefinitolJ not. 
'rhia ie the tlrat ooaaunloation the)' h&Ye had and the)' 
han not bad it up 111 their Cabinet. Bat I did not 
ban to draw an)' 41agN.III to oXJ)laiD it to '-"•• Be 
got tho thlng y 0r 1 taat. But be' • intereoto4 and he 
laid, ~ioul&l'l1 1n tho oaiO of copper, tor in1tanoe, 
there ai'O onl7 oi&ht ar ton •n who control the outPilt 
and 1n all their baoio •tall thei'O are very few people 
you han to talll: to. 'rho thlng thoro il vor)' llllOh 

1iap1er. 
I thlnk tor one noll: we ban ooYoi'Od a lot of 
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ground. Hie idea wae aini.u• prioee on the etook 
exohange up there rather t han oloeing the doore. 
lola:ybe oloee for the firtt d&J• 

Th11 ie moat pleaeing t o me. It there some­
thi ng :you have pi oked up during the morning :you thi nk 
I ought to have or do :you t hink we are going off the 
deep endt 

the 
and 
not 

~· Ste~rt. 'lbite reported to ue aome of 
probema beonging to the Gonrn•ent bond aar!tet 
some questions of Seouritiea Exohange, but I did 
have an;rthlng 1 wanted to bri~ up. 

have a 
We di d 

Mr. ~na,n: I t hought it aight be useful to 
very ~ie diacueaion ebout the bond market . 
have aorae fairl)' v igoroua d1aouuion about that. 

fDl ,Jr : What 1 a :yo~ idea on t hat 1 

lolr. Hansen: lol:y idea it I ahould not l ike to 
aae euoh a weak aotion on t he part of the Federal Re­
aerve S:yetem ae we did in 1937. I should like to see 
vigoroue aotion. 
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fDl Jr: I agree. .Ul thell things get down 
to pereoni'fitiee. It all depend• upon who takes charge 
over there. When Ronald Raneome wae r unning it , be wae 
very vigOIIOUe a.nd gave it a lot of attention. If I han 
Randolph Burgeu down here, I don ' t think I will han to 

worry . 
lolr. Han11n: He waen 1 t nr:r Yigoroue before. 

He wae inolined t o let t he thing tekea He oourll• I 
han heard hlm talk abOut it and I aa etrongl)' of tba t 

impreuion. 

Juat 

IUI.Jr : I s ee. 

Ha 1 feel, Pereonallv , a little worried 
Mr,naen: " 

from that angle. 

RK.Jr: You mean about Burgeut 

Kr• H&netp: Yea. 8peek1~ quite 
trankl)', I dO• 

Regraded Unclassified



.llll...!lJ:I Of o CMJ'ae , the bond. IIU'ket , r1Ft now, 
ia preUflllih aa4 1f U went oft two OJ' tb.Ne po111tl 
it would not be aJ11 peat tl"'lle4J• And then, after 
tbe fiNt el1lff off, then we get the eh~n 'but. lnlen 
I wu loak1Jic after U heN, we 'bought 130,000,000 to 
kO,OOO,OOOnworth of bonda 1n a 481· We 414 u when 
the Prea14ant ude hie tuoua Green Ba;y apeeoh. And 
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I don't th1nt, Han .. n, ;you oan draw up aDJ J'lllea or 
regulat1ona on that, 1 th1nt it' a a queaUon of -toh­
i~ 1\ aa4 then rq getting 41aagreea'ble about u. 

!r· Hanupa I agree aa to that. 

JDI.Jra lou think Burg .. • a1ght be a little 
hea1 tant on thlal 

Dndn• lea. 

r·Jr1 Poaa1'b17• I wonder U he would be 
ditferen w that he 1a out. 

Dr. Viner: He 111ght. 

Dr ... n 1 I• will '-e 41thrent here troa 
, Nl tr " " 

up there. 

~~ I get what ;you are aa;y1ng. 
have to bi"liit over the head aore than onoe. 

lbat elae are ;you worried about! 

llr• Banllpl !hat'• t he onlJ thing I ben to e&J• 

,. I-· will heft to write, 111 the ..... 
pr, •1ntrs -

of Hanaen. 
n4 1f I bad no1: better tete 

~· Hepeep: 1 wo er I write to the aeore-
1\ up w1 t he• peraonal17 ant d at Tt~e aeore1:al'J 1:o wriU 
t&J'7 an4 a&Jbe I will have o a 
to th•· 

the reaaon I wanted 1t 
Da:t Viptrl In rq ?:•:Q no to the aeoretarJ 

that wq, eoauee thOJ oan 
'but the;y oan to •· 
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*'· !:"If' Ia 117 ouo I tiUalr. I woa14 pro­for to oM £ oalJeot u4 I wu{ tboa lot 70111r.Dow. 

I!J:• N,~fiRI I ban a OODUJIIOIIO)' I forcot 
to aoat1oa, - g01..r ... _. to a.a.Ya to uMIII 
• ..OUJIC - 111' Fro4R1olr. l'h1U1po rill be .... -
alll1 I oau' t laag1110 \he two ooatl1oUq, 

-..lrl I th1Dir. 7011%' Up-oft will 'be 1f \he 
ling all4-ciiiiia 1&11, JOU oan .u. 

Wbat 11 tho 4atot 

~· Jllofitrl Jue 15th to ~ul.7 lOth. 

g.Jrl Lot• of tiUDI!tl oan 'be llttle4 'bofOI'I 

fbe Ital1ue ban 100,000 trooP• 1.11 .UIIall1a 
to4aJ. ror wba" !IUe th1as tbat thl Pred~n 
hal 40DI, I - t1olr.l.o4 w 4oath, It 

1 
• ettblr t1ah 

or out ba1t1 • 

I appi'H1ato JOUE ap1r1 t aa4 I hope I _, 
nonr baYI '0 oa1l OD JOII• 
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lllbiOIWf'DUII 

The viewa ot tnia Oo.miaaion have been aouant 

concerning the adviaabilit7 and deairabil1ty ot cloaing 

the secu.ri ties mark eta ot thia oo~mtrT in tbe event ot an 

rutbr eak ot hostilities in Europe. 
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We are ot the opinion that 1t would be moat desir­

able both from the point ot view ot public psychology and to 

the end that our investors may be provided with a continuoua 

market tor the purchase and sale or eeouritiee that our market. 

shoul d' rema1n . open at all times. However, conditione over 

which there may be no control may so demoralize thoae markete 

as seriously to jeopardize the interests ot our investor• and 

unduly attect the public psychology. It is theref ore our vi ew 

that all possible measures should be taken 1n advance or an 

~tbreak of war to control those detrimental 1ntluenoee, and 

that a close watch should be kept tor the appearance or un­

eontrellable factors indicating the advieabi lity of taking 

meaaurea toward the closing ot the lllllrketa in order to ward 

off the attecte ot panic conditione. 

We understand that negotiations have been instituted 

in an effort to obtain assurances trom the member gover011ente ot 

the Tripar tita that American eeouritiee 

~i!llli:ICiiii.i ........... ........ _~ owned by nationals ot the .. 

governments, wlll be taken over and held and will not be aold 

on our marketa without prior consultation with our 1overnment. 

If obtained, tbeae aeaaurea should go tar toward preventing 

undue selling preaaure in our markets. 

We respectfully suggest, however, tbat the t erms ot 

the agreeaenta 8 016ht should be widened to the extent ot ob­

taining guarantees that 1n t ha avant ot th.e outbreak ot war, 

these oountriea will iapoae upon their natioaala a prohibition 

against selling ot .&aerioan securitiea in Aaarioan mar~ta ~n 

t he absence ot aa aJCPreSI pel'llliaaion ieaued after ocne t;: on t 

with our goveroa.nt. Th.ia auggaation ie advanced~ ~t:e ~ 

to prevent a apaculative raid uponl~"~n!t!.!n:r !h.ioh. would 

ployment ot the davi oe or snort ae ~oc• 14 t tl 

not be toreatallad by the uaurancu pre11ntly he ~= e (!( 

British government and being aought from the other mem ra 

the Triparti t a. 
• ..... ementa between thil c--

•• propo•• to aake arr--o national eecuri-

m1aa1on and the goverDing ottioti~•ot ~rk exobangea -­

t ies exchange• - - particularly u. ew 
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eatablhhing a o~pleto qot• or allluto-to-11111V.te ob-

1enat1oo ot taotore onte1'1q tbl auat m14 ot CNl'NDt 

lnterohmgo ot illtoi'II&UOD ill ball4. 'rhu lt wUl be pooolblo 

to detect tho poillt ol d.ulpr at 'llb1oh oolllJic ol'4oro ill nature 

end extent eo pred-'P•te 0'1'01" blq1p,g orct.re ao to prooo&go 

a demoral1aat1oo ot tho prloo otrv.oturo &De! rooult1Pg p&DI.o 

conditions. Should thio poillt &rrlYo lt 1o CNl' ooooldol'Od 

opi.nion, as oxpreoood ln tho maorondua ot April u, li~i 

(a eop:r of whi.ch wu oulaittod to tbo Socretar:r ot tbe 'l'ro&&UJT 

after being eummarlaod before the coutorenco oo tho attorDOOD 

of that date) that otepo ohould be taken to clooo our naticoal 

seour1tiee exchange& end to obtal.n cooperatiYo .. aaureo f~ 

organ1aat1o~ and of brokero and dealer• in tho oYor-tho-ooantor 

arketa. 'fhereatter, eYeJ'7 ottort oboQld be aado to roepon 

tbeae markets at the earlieot poealblo time, and under oaoh 

restriction& and governMntal auperYieiCD aa mar •••• neoeo-

aar:r 011 dealrablo. 

The euggeetion hao been made that enn if aattero 

reach a aerloue panic • tage, then, rat her than take tba 1111-

mediate coureo ot cloa1ng the aarkete, they ebould be pel'ldttod 

to remain open, oYen in the fact of euch panic conditione, 

under BOlM type ot roetrlctiye 11111tatione. With th1e dew 

we cannot agree, apd ln thio connection reference io again 

u.de to t bo -randum ot April 12, 19~e, referred to aboye. 

Aa a1read7 pointed out, th1e Commiaaion 1• full:r 

prepared, once the approYal ot t ho President 1a obtained, 

to issue ordora oloaing our exchange& within a epaco of a few 

lllinutea, We reiter ate, however, that ••er:r endeayor abou.ld 

be t111lde to keep our aarketa open and ayallable 1f that can 

poasibl:r be dono conaiatent1:r with tbe beat 1ntereata of the 

holders ot the aecurltlee of our Jaarlcan ent erpriees, aa 

well aa potential 1nYestore in thoee enterpr1aes. 
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Re : Action with Beepect to Seourttiee Karkete 1n 

Event or the Outbreak ot War 1n Burope. 
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In the eTent or a declaration ot war, the tollow•"~ ... 

be anticipated: 
...... -v 

(a) Foreign holdere ot American securitiea will 

&u.p; 

(b) Dolll8st1c aecur1q holders will liquidate; 

(c) Potential ~era ot aecur1tisa will withdraw. 

(a) Aa to the tirat contingency, it 1a eatlaated that 

there are somewhat leu than .2,000 111111one ot holdlnga ot 

co11111on stock, $300 m1111one ot preterred etook, and t:;Oo 1111liona 

ot bonds, It would probably be llq>ouible to dump on our exchange 

markets any substantial part ot theee preterred atooke and bonda, 

in which t he market would probably disappear. On this ueumption 

the s!II&J.l amount held would probably not present much ot a probl ... 

On the other hand, there may be aome market tor oa..on 

stocks. A concerted ettort to aell them, howeTer, would abortly 

destroy what ever market there waa. Thua, without other proviaiona, 

it ma.y be aately predicted that the olodng ot the excbangu would 

be ~erative. HoweTer, tr t oreign goTernments managed to expropri­

ate and withhold, say, one- halt ot theae aecur1t,iea, aa.e rellet 

may be but ahould the re~n' ng halt be dumped, the ••• 

may be antioipa ed, , ~ do 

aucceed 1n ~ ~£·~ = 
~~ ' !a 

(b) tnwn 1t 1a realbed that ao 8111all a percentage ot 

holdings could demoralise our aeourity aarketa,~ucht~:~·:tot 

torsignera, to wit, $2600 ~liona out ot a tot •• ctable 

$260,000 m1lllona Talue, it will be realised what~ ~c holdera. 

ettect the outbreak ot hostilltlea would haTeu!: be aaked to &baorb 

It is not at all unllkelJ that the marlteta t ~ka v. Oil tha &DDOilDC•­
$500 11111lione to tlOOO 111lllona worth ot • 

0 et•/ ab111tJ to abeorb 

cant ot an outbreak ot hoat1lit1••· !he marlt would dapeDd partlJ 

such quantitiea with any a.-blance ot reaaO:t wae at tha t1ae. At 

on the teohnloal poa1t10D 1n whl:ht!!:i~~lr:-down 1n the price ot 

thie wri tlag there baa bean a au • t 4eol1ned nr')' ev.b­

aecuritiee, Loana to brQkera, bDWeTer, haT& no 
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1tantially, althoush they ar. relat1nly low &1101mt1q t f!ll 

..uuona. Loana 'bJ' b&Dka - .. ourlt1ea ~t to ..... " -•~l 
at present (~pril 6 , ltav). _.... ...... oaa 

It 1a dit'rioult t o deteNine the .arslll ooa41tt r 

tbeae loans but th41!Y probably are not good beoauae tbeJ n!:e: are 

arter an extended ueoline 1A the u.rket. In raot, tbe 01117 &'1'&11-

able index indicate• that restricted aooounta tor brokera had in­

created in the lut report period covered. 

It the declaration or war or the outbreak of bostilitiea 

would cause dieorderly liqu1dati- 'bJ' doaeatio holden, 1t 1a -­

likel y that expropriation and withholding of foreign balding& would 

deter 8DJ' substantial aount or daaestio aellillg. Doaeatio aellere 

vould be tnrluenced by the unoerta1nt1ea of war and ita outoc.e. 

!he withholding 'bJ' foreign govel'DIIenta t or eventual reaale would 

not deter them because they would realbe that th1a etook would be 

aold eventually and that they would tbua be a .. ured or a aupply wben 

they were read7 to repurohaee their own seour1tiea. 

Reverting again to the technical position ot the aarket, 

the averages are, in spite of the recent decline, aubatantially 

above the low pointe •ot 19:58. Indices of domestic bueine .. are 

discouraging. Had the tame wa.r s care been extant 1n 19:58, 1t 1a 

likely that the average& would have been lower then. There are 

strong probab111tiea that the outbreak of hostilitiea 1A Burope 

would be t he occaeion tor t elling by domestic holdera or atooka 

to auob an extent aa t o create panic conditione Uoe&speotive of 

steps that lllight be taken by foreign governaenta to rlthh~ld du.p­

ing by their citizen&. 

(c) What the potential buyer of atocks wi ll do in a 

crisis it equally 1JIIportant ae what the seller wlll do. The poten­

tial buyer would not be attracted to come into the ~~~arket b7 foreign 

withholding, realizing that th1t supply of atook would aubaequentl7 

be available to h1JII. There 1e no 1ntluenoe which eo etrons17 

det ers a potential buJer .. the tnrluence ot a panio urket. Ir 

it may be anticipated that selling b7 domestic holdera of panio 

proportion• would reeult tr0111 t he outbreak of hoatilitiee, it ~ 

be taken ae axiaaatio that buJera and buy order• would be witbd.ravn. 

It the above reuouing 11 eound, only two ooursee would 

aeem to be orfereda 

1 'l'o keep the aarketa open, auperrleed and .anaged 

br goveZ'IUie;t autb0r1t1ee and perh&P• even with prioee pegged b7 

the government or an agent thereor; or 

2 're.pol'&l'7 oloa1A8 or all exebupe and regulatorr 

PNh1biti-• of trad1 ng b)' reg1atered broken and dealera. 

to oonaider the .-ploy-

It would aeea the wieeat oourae the .arket 

1118nt of both or theae alteJ'D&t1Vel, ~·~!:::r, and .. briefly 

t-.poraril7 to a1tigate the erteotit .o a reetrtoted ~1• .n4 

at cooditi-. 1JI41oate, to reopen 
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and under earetu.l wpervbion. ~ aecur1t7 aarketa han be~ 

closed heretofore on ••••raJ. occaaiona m d each tiae tllAI decision 
has appeared to haTe been wiul7 taken. In tact, there baa been 
no critioillm or even hindlight eugg .. tion that an alternathe 
.ethod might haTe been •liPlOJed. There 1a a st rategic adYantage 
1n the fact that our exohangea ope.n atter the European exohallgea 
have closed and when it 1a on in the atternoon in Europe. u 
preparation• are made in adyance, our exchange• can be cloaed upon 

ten minutes' noti ce. ParchologicallJ, it ia probable t hat in­
vestors anticipate the closing of our exchanges in the event ot 
war. There have been a averal near cr1aea during which the clos­
ing of the exohangee waa rumored, md auch closing must not be 

considered a ahock to the public mind. It would, no doubt, be 
a fine showing to be abla to keep the exchangea open in a criaia, 

but the rillk of haTing t o cloao them 1nglorioual7 ahould A'lpanic 
ensue is not wort h the glor,. . When aarketa a.re cloaed t or a while, 
and fear and paasion cool ott, the experience of the past indi­
cates that aell ordera are withdrawn, reduced or limited and the 
buyera begin t o take atock, to nibble, and to enter real ordera. 
tt should not be l ong until a mar ket can be reopened on a care­

fully regulated baaia. 

The ob jections to closing a market are (a) that boot­
bg markets apring up, and (b) the d1tficult1es of reopening. 
As to (a) , i t 111 doubtful that there waa much voluae ot curb deal- • 

1nga in the earl7 months in which the marke t was closed in 191•, 
and, in addition, there is at present the Commission with authorit7 

to require dieclosure of i nformati on concerning over-the-counter 
dealings , which in itaelf would be an inhibiting force . J.a to 
reopening , there ie again the great moral force of the Commission 

which could arrange to have ita representatives in important 
f inancial centers inspecting tranaactiona to make aura that ~7 
were bona tide, that there were no abort aales, and that spec a-

t i on was cut to t he m1n1IIIWII. 

The suggestion that the government prOYide a P:f t oir 

securities m&J also be considered ~ adv~~~::· r~r:·un~ertain 
the government atanda prepared to uy sec r th~ tact that the 
how many would be offered t or sale . H~~ven~ doubt , retard a great 

governaent atands rea~ to purc~~!J.w~ye~a. The auggeation 1a 

lllany eell ere and encourage poten bein aa uncertain aa i t ia, 
risky, however, t he public psychology t wo~d be i n the unfortunate 

and if the device taila , th~ gove~~t of securities which it 

position of accumulating a ~~~ure of the device would entail 
eventually di spose ot. Tbe a reater panic. Such 
cumulative effects and may r esult i~ e~ market situations . OD 
results have tollowed betore f~ ufdg~ave declined to a YerJ low 

the other hand, it the ma~eti•.: oonei derat1on. 
level, thia device might vv g v 
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Incidentally, with reapeot to the oloa1ng ot th 
ket, it ia aaauaed that other tore! mark 

1 aar-
be etteotively cloaed. Tn!a would ~t be :t• woul~ l1kew1ee 
however, neceea&rJ condition, 

Anot4er alternative 1fhich baa been conaideHd 11 to kee 

the markets open but to aet a l1m1t tor the decline on &nJ 0::. 
day. Th1e alternative , no doubt, waa diaouaaed on prior 00• 

oaaiona when the aarket waa cloaed and wae probably abandoned 

tor the following Haaona: Under euoh 1natl"'lct1ona the mark t 

immediately eeek the lower l1m1ta; ottertnga are put in at th~•= 
prices; no tranaactiona, therefore, can be ettaoted· and the 

market 1a, 1n reality, oloaed, Banke and brokera, however,· try 

t o liquidate ouato .. ra ' loane at the lower l1a1te which they do 

not do when markets are officially cloaed. Potential buyere .are 

discouraged by aeetng prices IBik the lower l1m1t, and bidl are 

withdrawn. Th1a alternative, therefore, while preserving a aem­

bl anoe of an open market, ia moat unaatiataotory, 

There l;laa been a0111e consideration given to the current a1tua­

t1on and a auggeation that a hint or trial balloon be ottered to 

t be public indicating that the government ia in negotiation with 

f oreign governments tor the withholding of foreign aecurit1ea. 

Such a hint would probably stimulate buying, te~orarily, at leaat, 

prevent further declinee in t he market, and even cauae a sharp 

and auet a1ned advance. In t he event that it would have thia 

r esult, it would leave t he atock market 1n a worae technical 

condition and thua more vulnerable t o aell1ng should a cr1e1a 

materialize and would not , under auoh circumstances, in &D1 

event, prevent panic psychology. In tact, havi ng shot the bolt 

and aaaured the public in advance ot the wi tbhold1ng ot tore1gn 

aecurit1ea, ther e would be nothing lett to reaaaure them it and 
t he crieia arrived. It would be preferable that the market should 

continue ite preeent couree, anticipating and discounting a 

cr1aia, and the persona who are tearful ehould liquidate under 

present conditione. Thia would permit the rapid reopening ot 
marlceta, which ie the iJIIportant thing to provide tor, and JUke 

the closing merely a tempor&rJ dtair. On the otjaer band, a 

hint ot government negotiation tor wi thholding ot foreign 
eecur1t1ee atght react ae an alarm to the public mind and aug-

geat that the govel'lllllnt waa aware of 1110~-~~ghr\ t=ui~ without 

public realized. In thia event , a near p-....c 

actual cauae. 
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April 12, 19" 

1a n• .r tile"'""* ot ~~onutu .. 111 ~m,., 

a d 111 utlet,.ua ot ~ pounl.o cl-48 tor ou1a or Q'MU 

arla!Jl,;; ao~ or Ulo Ua~ 111-U•ol. nzu~aolol. OOIIdlUou, 

the Boer~ of ~onorl of \be J'o4orol. litoaeno 8Ja'• w1111 .. , 0 

call a\tooU• to tM n-c\b of Ule tlA.colol. 1\l'\loture ot 'b• 

Rue" e SJat• to Ullllft \be\ ol.l. lesttillah daen41 11po11 lt are 

pro::aptlJ' . ... 

!lao Ual\M 1\a\eo at \be J,roMDt tt• boa a atooll: of 

sold - naa w t15,ooo,ooo,ooo, of 1tllob tu.soo.ooo,ooo 1e 

held aa aaourur ap1Ait &Old oerUtloatee 1n the bade ot th 

Jederel ieee~• bake. !MM bCb ben t 7,400,000,000 ot re­

oerree 111 e:r.aou ot \bo ~· requiro4 to be held aptnot their 

depoalt aJ>d u\o Ua'lllUUea. CoaoequllltlJ tho J'edorol. Renno 

b6c.ll:e are 1• a poottla w oapeo Ul op•--rll:et opereUou ud to 

llai:e dlaoou\o oM acl'Aaoeo Ul -•• \bet are auttlollllt to _, 

ell OOIIOel't'lltle 4 nell 1apa \b •• 

n aUl 1t1 no pollOJ ot tho J'edorol. Reeeno 8J8t• for 

the P'ederol. .. ~ 'baD to .n-4 ~ to ..U ad.,coea Cll GoT­

""-' -.vl\101 ., par to .-.r IICkl, eM •••r llalt• ad 

otber Ul41?14we, perturob1PI1 a4 oorporeucoa. 
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ta yUw ~ tho ~· Y~ ~ neern• 1». no­
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HIIJr: 

operator: 
Dan 
Bell: 

HUJr: 

B: 

HUJr: 

B: 

lUIJr: 

B: 

HUJr: 

B: 

HllJr: 

B: 

HliJr: 

B: 

lll&Jr: 

B: 

Hello . 

Mr. Bell. Go ahead. 

Good aorn1ng. 

Apr1l 1.5, Ul~ 
QJlO • ••• 

294 

Good morning, Dan. Dan, there'• a piece in the wall 
Street Journal eay1ng t hat durlng the world war the 
TreaaUI'Y ran a war r 1 1 k bureau - insurance bureau. 

Yeah. 

Would you look into it and talk to me about it -­
whether •• ahould do something like that. 

Yes, I'll attend to it. It probably ought to be 
operated ma3be by the Veteran• Administration. 

Veterane? 
You eee the Veteran• Admin1atrat1on reallY grew out 
ot the old war risk insurance. We established a war 
risk insurance and then it went r1ght on w1th not 
only 1nsur1DS vessels and cargos, but 1neur1DS soldiers 

For heaven• sake ! 
And then the war r18k 1neurance bureau was chB.nged 
to the Veterans Adm1n1etrat1on. 

Well . •.. . .. 
And I expect theY have all the tiles, but there'• 
quite a report or 1t 1n the annual reports. 

Well, get ae up a record ot what you th1Dk we ought to 

&o. 
All r1ght. 

W1ll you? 

Right. 

Regraded Unclassified



Pttl\011 
OtlUO! 

0: 

HUJr: 

0: 

EWJr: 

0 : 

HKJr: 

D: 

HYJr: 

D: 

RKJ'r: 

D: 

HIIJr: 

D: 

l!IIJ'r: 

D• • 

HIIJr: 

D: 

HKJr: 
D: 

Hello. 

OOo4 aoi'D.lJI&. 

Aprll 11, lNt 
8:1.1 .... 

I'a eeetns G1ann1n1 late 1n the .m1na. 

Yeah. 

And I tho\l&ht. I'd aelt you 1f there wae an:r 1nd1oat1on • .. 

Yea. I 1 Ye been wa1t1D& to hear froa Ranee. I sot word 
tro• the lhlte. Houee laet nl&ht at e1ght-thirt7 --
the Prel1d"ent ea1d 1t -wae all right to aalte the let.ter 
read of the Coaptroller of the Currenoy and noboc1;t 
elee. 

Well. if I Juat make that change. then. and preaent 1t 
to hlm th1e aorntna .••.. 

Pardon aef 

I ·~· 1f I Juet malte that change ..• •• 

Juat make 1 t read the OoiiPtroller of the currenoy. 

Rl&ht. And -- and no other change. 

And no other ohanee. 

And I' 11 so ahead and aee hla then this 80rn1JI&. 

wo. I sot word at e1Sht-tb1rt7 laat night ••. • •• 

Right. . 
••••• that 1t wae --that 1t ••• ant1rel7 asreeable to 
the Preetdent. 

, u- s r ta- Well. I'll proceed accord111817• tne, .... ec e ·~ • 

JU.&hto. 
JU.&ht. 
Jteep • 1Dto1'814 • 

Yea, ell". 

Regraded Unclassified



Opera tors 

fQIJr: 
John 
Kane•: 

KUJr: 

R: 

fQ!Jr: 

H: 

HJ.SJr: 

H: 

HUJr: 

R: 

FC.SJr: 

R: 

HKJr: 

H: 

HliJr: 

H: 

mur: 

H: 

CIO alta ... 

Hello, JoDiq. 

Go~ aornlD&, as.r. How are ;youf 

API'llli,UII 
OsU a.a. 
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Prett;r well. I wanted to tell ;rou -- 1n tbe aeant.S..e 
Delano 0&1114 1n and I sot. word troa the Prea1dent 
laa t n16ht at ei,pt.-t.h1rt.7 • 

Yea. 

It wa• all ri,pt to set the letter re84 onl;r t.he 
Oo~~ptroller. 

Yll. 
And I '•• Juet hung up -- I 1ve Juet told tb&t to the 
Oo~~ptroller . 

0. 1. rs.ne. AA4 he'e s o1ng to 1ee G1ann1n1 th1e 
aorn1ng, I sueu. 
That'• &at he ea1d, and I add to Jteep Ul poete4. 

JU.&)lto . 
But tb&t -- tbat wae wbat I wanted to set to ;you 
laet. n3.&ht. 
I aaw lire . llorsentbau at the -- at t.he part.;r. I wae eorr;y •t pa 41dn 1 t call M. I lett 
word ure wure tht7 ooltld t1Dd •; I didn't mow I 
wae IP1n& out 1&1t ni,pt, 10 ••• • .. 

I .. an, 1t 1t'• -- I ~ever bother ;rou e•enlnS• unl••• 
u. • • -- I aean, I thou&ht tb& t. th1• ,., -- •• soo4 
nn1. 

Yll. Yet. 

It ;rou were hoae 114 aet ;rou. 

Yea. 
~. t.ol4 .. wb&H J0U .... , u4 I 414D't. t.h1Jik 1t. _. 
wor\ll bot.hll'ill&· . 

'! ... 
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I!IIJr: 

!!: 

Hll.Jr: 

H: 

!!l.!Jr: 

R: 

H'..IJr: 

H: 

HJ.!Jr: 

R: 

P.l!Jr: 

H: 

HJ.I.Jr: 

H: 

l!!JJr: 

H: 

inUr: 

H: 

-a- 297 

But. l o&lled up ll1aa LeHaDd at. e16bt.J-t.hlrto1, and I 
:a1d, ~t. about 1t."! lhe ea1d, "Oh," ebe ea1d, 
111, l bad rorsot.t.en, 1 ehe ea1d •I had t.he anawer 

tor JOu and I ,orao~ 1t.• ' 

Yea. 

So • ••• • • 

Well, I'm glad 1t got - - there - - there wa e plenty 
or time as long a e we got it by this morning anyway. 

Well, I Just hung uP· Now, there '• eometh1ng elee, 
JobnnJ -- oh, I aeked Jeeee Jonee to come to the 
aeeting at three o'clock t hi e afternoon. 

Yeah. 
But 1r we're go1ng to have to let -- let h1m lend 
money, I thought --a tallow reels much better 1t 
he'• sitting 1n on 1t. 

Yeah. 
Now, 1t dur1ns the morning -- it Foley r1nde out -­
JOU know I badhla loOk U~lhether it would be legal 
t or the R.F.C. to lend to what the English called 
t.hey eet up a etraw man, you know, under the .••.• • 

Y ... 
It waen't contrary t o the Johnson Act -- you -- you 
know what I mean. 

Yee. 
Then I thought it you got that and -- and, 1! it wae 
all right - - 1t you could intorm Jesee betore three 

o ' olock -- you aeef 

Yea. 
ao that. he'd &now what it wae about and wouldn't 

coae in cold. 

R16bt.. 
•ow, w1ll you cert"J that tor .. , 

I w1ll. Indeed I w1ll. 
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I!IIJ'r : Aa4 t.Ja.a - t.heD 1t u. ••••. . 

H: 

HIIJr: 

H: 

mur: 

R: 

HIIJr: 

H: 

HUJr: 

H: 

HUJr: 

H: 

HIIJr : 

H: 

rolQ le looll:.lll& 1t up now. 

Poley h loolr.lll& 1t up. 

ADd I'll tell h1a t o g1Te 1t to ae when he get.• an 
op1n1on. 

OlTe 1t to you, and t.hen when you get. 1t. br1ug Je11e 
up-t.o-dat.e -- 1n faot., tell hla eTeryt.hlng that we'Te 
done the la1t couple of da7• . 

I w111. 

And -- 80 that. he know• and he-•tcoae 1n • . • • • • 

Th18 18 all to do J u•t. w1t.h the -- w1th the 1eour1t1e1 
buelneu and exohlll\8& and eo f orth. 

That.'• the 1dea. 

All r16ht. F1ne . 

And I thought. th& t -- there ' e nobody bet t.er t o do 
t o do 1t. better t han you oan. 

o. [ . I'll get. -- I' ll get. Ed and then I' ll tell 
Je .. e. 
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!!loiJr: 

Operator: 

HUJr: 
Governor 
stark: 

HliJr: 

s: 

HKJr: 

5: 

IIIIJr : 

( S: 
\ 

Hl!Jr: 

S: 

Hl&Jr: 

S: 

!U!Jr: 

S: 

HI.!Jr: 

5: 

Hlr!Jr: 

s: 

!!IIJr : 

Hello . 

00 ahead. 

Hello. 

Jlr . Seoretary? 

Tal.k1Jl6. 

April 15, lt:IO 
U::W a.a. 

'l'ble 1e Governor Starlt t roa 111nour1. 

How 4o you 4o 1 

299 

I '• veey glad to call you UP and to tha.llk you tor 
the eplend1d worlt your depertaent 1• do1Jl6 out there. 

Uh-buh. 'fell •• ..•. 

Are you go1ng to be at your oft1oe long? 

Well, I'm here all day. 

Oh , you are here all day? 

Yea. 

You aean tb1e afternoon too? 

'fell , I '~ tied up th1e afternoon, Governor. 

I aee. 

I •a staying here tor a apeo1al purpose. 

Well, I Juat wanted to droP by end pereonall.J tbanlt 
you tor everything you ' ve done and ever;ytb1D6 your 
depart11ent b&B dane 1n helping ue olean UP the 
U1aaour1 a1tuat1on. 

Well ..•... 
You are go106 t o be at the Qr1d1ron tonight , I gueea, 

won't you? 

Regraded Unclassified



s: 
l!llJr: 

. s: 

H!!Jr: 

S: 

!!lAJ'r: 

s: 
HYJr: 

S: 

( HL!J r: 
' 

S: 

Hl.!Jr: 

s: 
HUJr: 

S: 

- a -

Well, I ' 11 tl')' to aee you t.here t.hen. 

Either t.hat or •• • ••• . 

Bl6 pardon? 

300 

Well, you aee, I -- I've got an Lmportant conference 
on a1l afternoon. I don't know where you are now. 

I'm down at the Mayflower. 

Oh ! If you could get here at twelve I could eee you. 

At twelve? 

Yee. 
But I would have t o run aw113 pretty brieflY after -­
pretty quickly after tha t. I'm eure that would be 
aat1sfactory to you. I -- I have a luncheon engage­
ment down at the Preas Club at about twelve-t1tte 

Well •••••. 
I t you don ' t mLnd I'll run over there about t1ve 
mLnutea to twelve. Would that be too earlY? 

No, t1ve m1nutee to twelve would be all rLght . 

That'e t1ne . Well , I'll run right over ther e then. 

o. (. 
'!'hank you, a 1r . 
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~--3, 

I haTe a pereo11.J. oo-un1oat1o11 troa a tr1ad, an 

Aaer1oan, wbo happens to be tl.le head ot oni ot the 110et 

important ooapan1ee 111 Europe. !h1a ooapan:r has w1de 

1ntereete 111 praotioall:r eYer:r part ot the world and 

one pl'OI!Ilot1Te ooapan1ee 1n aan:r oountr1ee in lurope, 

111 Iouth Aaer1oa and 111 the Par laet. He writes ae .111 

the following ee11eea 

A IIWiber ot European oorporaUon• -.i b .. idle Oe11tr.J. 

BaJike, are hol41ng a substantial portl.on ot t h eir liqu14 

r .. erTee 1n the fora ot gold bull1on. ll.oet ot th1e gold 

1e 4epoe1ted at present in England, HollADd and lw1tr.erlando 

The queet1oll ar1eee whether 1t 11 expe41ent to leaYe thi1 

gold 111 theee oountr1elll 1t oonoerne not onl:r the interests 

of the Up0e1tore. 
J1J'et

1 
there 1e a danger of the gOld f aJ.lllg intO 

eneJQ hande. leoolld, eooeee to the strong roo• oonta1ning 

the gold -.J be teiiJ)Orar1l:r 1.,eded at the Ter:r time when 

1t would be aoet deelrable to haYe 1t aYaUable tor pr1Tate 

or publ1o uae. 
It ae•• that the regulatlone 111 the 1JD1ted l tat81, 

ae theJ 
11
tand at pr .. .-at, preoludl the depoelt ot gold 111 

the 1Jn1te4 ttatee, e~ept1one being •de eolel:r 111 taYOr of 

oena1& O•tr.J. Buke• !he 1111geet1011 1e put f orward that 

thle 
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thia ruling abould be relaxed without departing froa the 

pr1noiple that the J'e4eral Gonrnact shall be 1:he on1y 

authorized bu7er of gold in the United Statea. 

In -.tbetanoe the auggeat1on 1e that the faoil1t1ee 

already Afforded to Central Banlta be I!'Xtended to other 

holders of gold. In order to facilitate eupel'T1a1on and 

to avoid petty acoounts, a ~inimum cf $1,000,000 might be 

atipulated tor eaoh deposit. Bullion imported tor depoait 

would be delivered to t he Federal Reserve, it being unde~ 

stood that th1e institution would be precluded troa 

transferring it to any bu)'er in the United State• other 

than the J'ederal Government, but would be authorized to 

tran1fer it (under the slllle .provieo) to the account of a 

foreign bu7er or to export it f ollowing the depoa1 tor' 1 

in1truot1onso 

In reply to the foregoing oo-unication froa ~ 

friend, I eald that I 41d not know of an)' probabllit)' that 

a change would be made 1n the r egulations now ex1at1ng in 

tll11 
country with reepect to gold. I waa not familiar, I 

said, with the detalla of our regulatlone. I said further 

that the rules and the practices of the 'l'reaaur)' are such 

that the relaxation to which he referred would ·alaoet 

inevitablY involve 

American oitizen•• 

a ohange in practice with regard to 

It 41d not ee• 11lr.el)' that the 1'rea8UI')' 

would oonsider euoh a practice,as rq oorrupondent IUS'" 

geated, with reepect to Aaerioan oitizana, and under theae 

oirouaatancea 
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o1ra atuoea 1' wall ,..'llallll, aot oou11er a olalllp 111 

tile nle na ra ..... te feralca ,... ... or fU.a. 1 

pn f-.rl \be "nllllllt tbat tile 01111 PI'OO ..... wblob I 

oo-.14 111 pra.oUeald.e for the Pl'lllllt .-o1114 ba tor fONlp 

fll'aa Ul4 bellal'a of gol4 to JIIU'Ohaae ctollara tt:Jr 4apoa1 t 

111 lhla OOUIIt17• !hla waa. all that I ooul4 eee that 

Amel'lO&II 01 t1 &1111 0011l.d c!Do 

I11 l'lplJ 111 OOI'I'eapondent •4• the follow1ng oo ... n. 
!be obJaoUoa ra11ed aga1nat h11 original .ugge1t1oa 414 

DOt ati'Utl h1.a &I OOII01UJ1Yeo !be lll'ithb CloYer!alllt ha1 

l'IIII'Ye4 1taelt a r1Sbt to ooaandeel' gold 111 tbe ballla of 

1 ta nat1onal1 but baa .. de 1 t known tbat in no eYent wUl 

1t tue po111111on of fore1gn gold depollh. On tbe other 

han4, a 41poa1t of gold 111 the United lltat11 at tbe fl'le 

41apoaal. of a foreign owner would euble h1a to lhlp go14 

whllliYII' &114 wbereYer h11 bua1Dell 1Dtereetl a1Ft requll'eo 

I. bol41DI 111 clollara would 11ot lll'YI h11 JIUl'PO" unle11 b 

.Aael'lolll OoYem••t or tbe federal Jleeel'Ye were prep~red to 

aell h1.a gold at &n1 .o•ent at a flxed pr1oe. 
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Aprll 16, 1931 

roa !Ill' 1191!1tW, 

Xa7 I 8QIIeat t~t JOU oonaider turnlng the 

superT1eion 6t the Bulletin OYer to eoaebod7 alee now 

that it baa been etarted and ie tairlJ well eetabliehed. 

My prlmarJ reason tor aaking th11 euggesUon ie that 

I bel1en the Bulletin ..,,.,,, be attached to eoaeone ot 

fairl7 peraanent statue in the Department eo that the 

Bulletin' would not be lett an orphan it and when I leaYe 

the Departaent. In addition, howenr, it baa been 

euggeeted to ae that the Bulletin from now on aight 

develop better it it were under the guidanoe of someone 

of greater statistical tra1n1ng who could devote more 

time and ak111 to planning ita !mproYeaent. 

ESD 
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~~ ~ I;J}J-f;_ 
~~~~ ~~OF AGRICULTURE 

15 WAIHINGTON 

.April 1 s. 19!19. 

!M llaaanl>le 

!M a..r.t&q ot tho !roulll')' 

Door llr ....... tarJ. 

IDoloH4 Mrowith o.ro •- 'briot •-•'• 
oa tho ovroat propoaal to 1-4 out tM Br1 tiah 
&OWI'IIMD\ oa tho •ttor ot oxoU.II&I.a& •- ot ou 
ourpl118 oottoa ltoll4 poui'b~ ••t tor ru'b'bor uol 
ponS!>~ othor otrato&io raw •toriala to 'bo ll"4 
u roaoi'WO nte14o tho ob.aDOll ot ourroot •-roo. 

81oHrol ;r. 
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2. 'l'U - ooaa14entloae alp\ 110n other rore1p 80,.•-••· 

Jor eliUiple, Brl1i1ab u4 lllatcb produoer e are aow rerlrioU~~g tllelr 

produoUoa of nbller to SO pero•t or aolllal, ud or ua to 40 pero•t 

or aoJ'IIal . 

3· \'be cottoa u4 ...._, .. ~d nolllmce woald be bald u reeer1'ee 

abroad ud not eater 1Ato uwal. oo.aero1al cbullela, not to be relMM4 

ualeee prto .. co beJODd oerta1A po1Ah. 

4. 'l'he .U.' eclo aahriale aoqllire4 by ua would be uple eeourUy 

tor ellirl!.ll& lklla ••1An oottOD ud whMt. 

5· 'l'he llXJ*lM of proourillg \be 8t:rateg1o u.hr1ale ill queeUoo 

woald cr-Uy 1A-M 1A 'be n•t or an 1AternaUonal oonfl1ot . 

6 . It 1e l.llpoea1ble to tell wb&t d1epoe1Uoa " will f11l4 "" tbe 

part of otber o011atr1 .. •• regards tb.tr will1npeae to enter illto 

IUOh 1Atero~•· '!'hat ~4 neoeeMrily ban to be • .. thr for 

fUture d1ploaat1o d1aouee1oo. 

7. All exobaJlce of ooUoo tor rubber could be aoc.,.pllahed witbout uq 

coat to tu i'rMR17 it the neo .. II&J7 authority 1• gl.Yan to tbe c.,._ 

11041\y CH41t CoJopo:raUoo. 

8. \'be ooet of oarrylllg oottoo 1• twtee •• auob u \be oo.t ot oU'r711l& 

rubber oa a polll\4 baaia, ud tour tl.aae •• auoh oa a1lollar baaia. 

9. 811.1,_.\8 of nbber are now be!.ll& laald do. by tile lllteruUaul 

Rubber RelaU0111a o-tU" 1A ll.lle with the :raduoed l_enl or --puoa. 

Stooke are not uoeul ,... Aa:f ao-ulaUoa by the 1hil ted Statee tor the 

exolwlce or oortoa 1101114 nareton be • ~tar of- oou14e:rabl• tl.aa. 

»ecouauou f07 u ellllllallce of tlia-..,r, wonl.d probably han to be 1ll 

hnaa or ov n.•tDC J"Md7 to nl...e .....,_ h 1-t• eqll11'al•t to 

the 1Aonaae 1.11 prodnouoa of nbber 1A ·e%lflae or ourreat -"tal 

reqlli~U. Aa:t abetaUal .-.. pzodaetloa or rabber tor thla , 

purpoM ~d proMII17 Mlr:e a ooaaidenble ~ .. ot tl.lle. 
\r\f• 4J : 

I -
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Jo. '7ll 

StJBJZO!: 

ABUOU OO .. t!LA'l'l 

laiiOJI, J'naoh IndoohiD&, April 15, 1939 

Slli~at of Jar llahrl&l !hroup I ndochiD&. 

TBJ: BOIOIWILI 

SIR: 

m IEORftJRT or sun 
l.lSBIIO!OI. ' 

I b&Ye t)l.e honor to report that, &lthoup tht 

entry at Haiphong and ehipeeat 1n trantU troa tb&t 

porl to TIUID&JI and bangti of war .aterl&l u euoh b 

etill prohi b ited, the ouet01111 deolaratlont of ehiw-.n 

ot all atrohandite otherwit e deeignated an4 belonging 

or oentigned to the Ohint .. Governaent are aooepted 

apparently without queetion by the French ouetoaa au­

thorUiee at Haiphong, according to eourol8 ooneldered 

reliable. 

!he eaae 80\U'oee adTiee that between thirty and 

forty truou •oetly loaded lean Haiphong tor Janning 

eYery night and orote t he Ohineee border at Jaobaa. 

!ruou arriTlng at Lang Son, Tonkin, eapty are offered 

paying 10&48 ot petrolellll pr oduote consigned to lanDing 

and Ohunglting. 

Oontidenblt oongeetlon of truck• and aerohandiee 

at Jaob&a 1a reported, due to the tact that the Obineee 

ouet0111e authoritiee and t he neareet bank are located at 

Lungohow u a dletanoe of thirty-tin Jtlloaehre froa 

the border. With a Tiew to reaedying thla eltuatlon it 

ie understood that Kr. Jeprud, an Aeerioan oithen ea­

ployed by the Ohineee Ouetoae Service, recently vieited 

Jaob&a; and that repreeentatiTee of Aaerioan ooapaniee 

intereeted i n ex~diting olearanoee tbrougb the Ob1neee 

ouetOIU b&Te reoOI!IJMnded that a Oh1neee ouetome repre·­

eentat1Te be etauoned 1n the Branch of the Bank of 

OhlD& at Haiphong for the purpoee of arranging thert 

for ouetoae olearanoee at leut ln reepeot of aerohandlee 

01111ed by the Ohin••• Oonrnaent. 

Jo early &lleYl&Uon of the oongtetlon at Haiphong 

appear• probable. It 1a undlretoo4 that between llaroh 1 

aa4 15 all aTailable frelgbt oare on the Ra1phong­

Tunnaatv. Ballroad were reeeZTtd for the eh1peent of .. r ­

ohandhe belonging to the Ob1ne81 Oonrnaent. In ao­

oor4anoe with intiruotlent froa the rrenoh ouetoce au­

thorltiee Brltieh eteaaahip ooapanlee operating between 

Bong Eong and Haiphong are llaitlng cargo booltlngt to 

<I J ll f=olll:~d tone •onthly exolualTe of autoaotlTe 

'fliT truly youre, 

Peter B.A. n oo4 
U.rioan Oouul 
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CJ 

Seor~tar1 ot State, 

Wash1nston. 

Ruah 489, April 151 noon. 

PLAIW 

Lolldoo 

Datl4 Asr11 u, 1eae 

R&oeind 8r22 .... 

Pat TREAS'ORY PROII BUTTERWORTH 0 

Once ~ith r EtErmcE to thE subj &:ct uttEr ot •1 

47S, April 131 2 p. m. and paragraph lfo0 2 ot 483• April 

14, 7 Pem., the London preaa carriEs rcporta ot an al• 

lqEd plan •as ducribEd bJ Mr0 W1ll1&111 s. WauCl'lllan1 

Pl'nidmt ot tht: InvestmEnt Corporation ot Ph1ladq.ph1& 

and ~ Dll.aware Punt Incorporated• whlrEbJ Aaaioan 

i nvutmmt truata i nsuranc E ccmpaniEB and banke with tb& 

aadstaDCe ot the trn1tcd StatEs GoV'U'nllmt would takE over 

British and Jl'l'moh hold1nsa ot Aacrican. u curitlu and 

arranse a prograa t or ord&rlJ d1apo)lal 1n thE ncnt ot 

ware 

The oitr lditor ot the TIMES c-mta u .tcl lowal 

•xn all. aeotlona ot the cltr ~h lntcrEat wu apreuccl 

ln the Bn York report that the RcOonatl'llotlOD PlnaDol 

Corpor.tloo had 1nd1oatc4 lta wllllnsncaa to nnanoc thl 

Oll'lla'lJ .. 1c ot 8J'ltl8b and Jl'l'IIIOh BIOUI'ltJ boldlns• ln 

thl 

• 
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•2• I .S9 1 Aprll 151 noon, h'ola London 

the Un1 t ed Statts or Amer1oa l n the event or wlll'e It 

appEars that th1s rEpresents a spontanEous suggEsti on 

on thE part or thE REconstruction Flnanoc Corporation 

prEsumably at thE i nstance or h1ghll' quart iDB in 

Washington rathll' than thE out come or any actua1 ~nglo­

Amuo1oan nqot1at1ona pn thE subject. And although the 

ottEl' 1a not to be rt:gardtd as purl: ohal'lty sincE thl 

ordEl'lY realisation or sEour1t1cs would bc 1n thE in• 

tcrEsts or thE UnitEd StatEs no ltaa than ours ElVES 1t 

cvidtntly to somE EXt Ent rcprtacnta an EXprtss1on or 

pol1t1oal good wille Tht tact that a governmEnt tinan• 

cl al agency 1s appar Ently proposing to takE thE l Ead 

318 

in SUCh financing 18 a rEminder Of thE EXtEnt of goVErn• 

mEnt incursion l nto thE financi al fi eld sincE thE Will'• 

WhEn sEourlti n wii'E ruliztd and orcdlts raisEd against 

s EcuritiES in the UnitEd Statts or America bEtwEen 1915 

and 1918 ~:very t r ansaction was ltft in thE banda of a 

banki ng consortium hEadEd by MEssrs. J . P. Morgan. It 

is qui tE probabll hoWEVEr that despi te a mcasurt or 

govcrnmtnt 1nttrvtntion thE financial arrangtmtnts would 

b E ld't for thr: most part to thE usual banking qulll'tEl'Se 

It la cErtainlY dEsirablE l n viEW of thEir EXpEl'iEnOE 

that tbia should b E ao. Thl reports so fill' menti on onlJ 
UnitEd 
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-3• !1'489, April 15, Noon, trom London 

UnitEd Statts sEcurity holdings. During thE last wnr 

howtvEr funds wtrE r a istd in AmErion on n wid£ rangE ot 

s Ecuri t iEs othEr than aotunl dollnr stocks . S t ouritits 

nooc ptt d as oollattral r angtd from South Amtrican and 

othtr tortign gcv~tnt bonds to British railway ster­

l i ng dtbtnturEse" 

NEEdlEss to say it would b E us Eful to havE oont1r-

mnt i on or ot htr>tisE of this rEport . 

319 

T\'/Oe Tht f tatur£ of thE fordgn txohangt m:ll'ktt this 

morning vtas thE trrntio movEl!IUlts of thE Btlga about vthioh 

thErE nr t bt1ng oiroulnttd rumoro of 1mptnd1ng dtvaluatione 

It is notEWorthy that thE on£ months ' Btlga bas movtd to 

n grEatEr rtlativt txttnt then th£ t~EE monthso 

Of th£ 178 bnrs d t alt in nt fiXing 165 wt.rt mnrritd 

and thtr£ wtr£ considtrnbl£ d t nltngs both btfort and 

afttr fix i ng . 

RR 
U3VI]:lll1 

KENNEDY 
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pAUI&Jo 'AalnMU II' m?CAMJ»IiifD 

,..,., ... , ........ ,. Pvb, rn.. 

Dl.fU Ap~U U • 1911, aooa 

JO.a · 74.11 

nc. OOCIIILU • 

!lofer••• 1• •4• to llJ telopaa Jo. ?J3 of 

April la, ' p.a., la•t n. peragrapho. 

320 

I r ... 1n4 _,. hleplaoao at llaiiO tide aGnl1Jic t.lao 

followiq -••co f~oa loerotarr de .JOR& of ~• Jotli.orz 

laade Baaka 

'(1). !lao lothorlaDU Oonr-t 1o gladl.r pro­

parM to oenlt wi~ ~· Ua1to4 SU.ho OoToruat 1a 

tho •t~or referred 1a ~ho aeoMge Willer r eplf• 

(a) !lao ··~horloado OoToraa•~ wilhoo how ... er to 

uaw ~ attD~1oa to ~· faot ~t apart troa ~· ~~ 

oar-.rtM 1a t.lao 1hUto4 ~tatoo ~· aaooh aeUoao4 

1a tli.o aMMCO WIAler roplr, ~hat 1o • tli.o baDlt 4opeoU• • 

• ...nuoo, u4 tay .. ueto, ...:Loa& ao far aa t.lao 

Jotli.erln'• uo ooaoorM4 to priY&to 1aoUtuUoao or 

1U1Ylda•'•• 

., .... 0.3VI 3J JR 

l~· IWA,•4't4 'f~l,k l .. f 
,. ... ,. ~~ .:·I ,,J 9 ............... ._. 

JlloLlft· 
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REB 

Stcrttary or StatE, 

\Taeh1ngtono 

SPECIAL GRAY 

Pull 

DatEd April 161 19~9 

Rtc 1 d 10l48 p 0 mo 

743, April 151 noon. (SECTION TWO) 

321 

ThrEEo In thE opinion or thE NEthErlands GovErnment 

tht a~lE of thE gold EarmarkEd in tht UnitEd Statts cannot 

prtsEn~ any di ff1cul t1E8 o On thE othEr band 1t ia not 

to bt EXpEctEd that thE privatE institutions and individuals 

aforrmtnt1ontd would in thE EVEnt of thE EuropEan war 

procEEd to panicky sElling of thE aaatta which thEY hold 

in thE UnitEd StatESo 

Pour. '!'hE NEthtrlanda GovEr!llllmt baa not thE 

intEntion to mobi lizE and to sEll thE aastts hEld i n thE 

Uni tEd StatEs by Dutch subjEcts or rEsidEnts in thE 

N tthErlanda. 
Pivt o If in thE EvEnt or a EuropEan war mobilization 

or suoh assEts bEcamE ntcEeaary thE Dutch GovtrnmEnt 11 

pr Epared to consult wi th thE GovtrnmEnt or thE Ur~tcd 
States bEforE proottding to rEalisation or salE or tht 

aaaltl 1n qutsti ono 
S1Xo 
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REB 

S1xe ThE NEthErlands GovErnmEnt 1s ot op1n1on that 

1t would not bt advisablE to hold a conttr£nc£ ot rtprt• 

stntat1vts or thE countriEs who arc mcnbtrs or thE 

tripartitE. accord and that atttr what baa bun said abovE 

as tar as tha NEthErlands art conctrntd thtrE 1s no 

rtason tor such a oontErtnc£. " 

(END OF llESSAGE) 

BULLITT 

!I~ II CIC' ~ 
11)11~~10 YIIIIAIII1 

(01 ....... .. , ....... ....... --
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CA 

AIIERICAN EMBASSY 

LONDON (ENGLAND) 

263 

TELEGRAM SENT 
• 

323 

GRAY 

Aprq. 16, 1939 

8 p. m. 

FOR BUTTE!ft10RTH FROH SECRETARY OF THE TREASURY 

STRICTLY COUFIDENTikL 

Please convEy thE following to tht British Treasury. 

Wt not£ with sati sfaction the plans of the British 

Trtnsury as outlinEd i n cablE No. 428 of !larch :n, 1939 

with rtaptct to mEasur Es to bt t akEn to insure orderly 

liquidation of British- owned J,mtrioan SEcurities in cast 

of evEntualiti ES in Europe. 

Wt rtftr to your cablE No. 473 of hpril 13, 1939, in 

which tht British Treasury inquirts wi th rcspEot to thEir 

abi lity to borrow htrE on thE collatEral of rEquisitioned 

AmErican securitiEs of British rtsidtnts. 

It would appEar to us that tht dollar fUnds which tht 

Bri t i sh Government might nt td during tht early stages of 

any conflict might prEfErably bt obtaintd tither through 

thE utilization of thE dollar balancEs or through thE salt 

of gold rathEr than from tht immtdintt salt of any sub­

stantial amount of sEourititso ThE British Govtrnmtnt , . 1n 

thE EVEnt thEy adoptEd thE mtaeurEs indicat td 1n tbt1r 
cablt 
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--2--26~ to London •• 

cablE No . 428, would havE dollar funds for thEir tmmEd1atE 

nEEds o In such EVEnt , thErE should bE amplE t i mE, aftEr 

th£ outbrEak of hostilitiES , i n which to canvass thE 

poss ibility of f ur thEr suppli ES of dollar txchangt from 

sEcuritiEs . 

'li thout bnving tim£ "j;o consult thE />ttornEy GEnEral 

i t is thE informal opi nion of tht TrEasury Counstl thot 

undEr thE Johnson and thE NEutral i ty Acts , privatE sourc ca 

i n this country would bE unablt, i n thE tvtnt of wor to 

ExtEnd crEdi t tithEr to thE British GovErnmEnt di rEctly 

or throuGh thE mEdium of an agEncy of thE Bri t i sh GovErn­

mEnt or a "strnvt man"; but that tht Johnson cmd t h£ 

NEutrality [lets would not prohibit such loans agains t 

AmErican sEcuri tiES rEquisitionEd from British rts i dtnts 

if mad£ by thE UnitEd Statts Oov£rnmtnt or any agEncy 

thcrtof , t i thEr d1rtctly to thE British GovtrnmEnt or onE 

of its agEnCiEs . 
REfErEnCE i s madE to your cablE No. 4~ of April 14o 

WE shall bE gl ad to rECEiVE the documEnts rtfErrtd to 

rEla ting to thE BrHish· f i nancial rEgulations to bE promul­

gatEd upon tht outbrEak of war , and shall tr Ent thtm, of 

coursE Vli th ut1nost s Ecrecy. WE also apprEci atE thE Efforts , , 

of thE British Trta~ury i n arranging tor BEwlEY to ronain 

i n this country for purposEs of consultati on. 

In viEW of thE apporcnt dtsirE of thE British 
Govcrnmtnt 
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CJ. --3--~63 to t ondon, , 

Oovcrnmrnt to procEEd with thE discussions on o. b i lo.tcral 

basis , we o.rE will i ng to prooEtd on this basi s . In thE 

EVEnt that subsequent dEVElopmEnts , in thE opi nion of 

EithEr GovErnmEnt , i ndi ca tE the desirability of altering 

this proc edurE , th£ matt er co.n, of course, bt di scussed 

o.gcin. 

We ho.v£ formulo.tcd tentativE plena for the protection 

of our govcrnn:cnt bond, sEcurity, end commodity markets , 

~E would bend every effort toward kEEping thEsE 

markets opEn for th£ orderl y conduct of business , 

In your co.bl£ No. 489 of April 15, 1939 you request 

information no to tl1£ press report of an alleged plo.n for 

ordErly disposal of foreign holdings of AmErican securities. 

ThE only official discussions which crt going forward n1th 

rEspEct to this metter crt joint consultations among 

cppropri nt£ govcrnmcntcl cgcncits . Our Government has 

publicl y dEniEd consulting v1i th Ylc&strman end others on 

the plan referred to in thE press reports of Apri l 14, 1939, 

On Scturd~y the Secretory of thE Treasury conferred 

with Governor Towers of thE Bonk of Canedo conveying to 

him thE mtssog£ similar to that of ooblt No. 261 of April 

12,. 1939~ 

HULL 

(BF) 

I'/. ' 1 , .. lei • • 
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!.OGGI 

roa •~"~~••• ,_ ••••ll·na ar m er•IOU 

w. an• •Ub MUataeuoa "• pl.u ot ta.. -.s.u• ,. .. ..., 

u ou\Ua .. ia •tale h. ae ot llanb 11, 1111 with nq nt te 

aeUUNa M 1le Mar.- to 1DRN OI'Cel>l7 Uq1114at1• ot llrtU..._ 

owned AMI'l._ ....nuoe 1a .... ot ... -.tlUoe Sa ......,._ 

Wo •otu to J'O'IU' ca¥• leo ,.,. ot "Pftl 11, lUI Sa lllteb 

tho BrUllda boUU)' lDCI'&Uloe WS.Ul ••liM' to tbolr alllllt7 

\o bonw -ue • ttao ealla\Ual ot ••qeb1 \lonod Mert.._ 

.-rt.U•• ot 11'1Ua not. .. te. 

U would &PfMI' M 111 that ttlo ~llar tllllde 111\loh tho 

••• ld.allt ao .. darlDC tho .. r l)' n.c•• ot 8IIT 

ocmtUot ld.a-t P"f•H17 1le eM&lDod oltb• .._. .. the 

utlltu.Uoa ot tile .. llar lleliD"' or tllnaP tbo 1alo ot 

10ld raU.. ..._ ,._ taae tetUate Nlo ot UlT IUMU..Ual 

._, ot ... nu.e. tlae 11'1Ua cwro..-t, a tbo .... , till)' 

.,,,. .. •• ........ liiiiS.eat .. 1ll tbelr eabl.o ... ae, ..u 
r 

UYI .. u •r t ,. IN tla.U t 11ato Medlo tD nob ... ,, 

Ulon 111.-14 '- -.1• u-, after tlao oatWMIE ot 111Nt111Uot, 

1a wttt.lll te 1 s • tbe ,..ull111t7 ot,........ ..,u .. ot 

deUar =• •• ,._ .-uiU••• 
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.a.e W I ' ll'n'a el .... II I G1 Nl tllat 111 ... 1r.-... 

... ... I 111 l'tr Ml , was •• ••u• 1a *• n••• ..w ,_ 

.. ~ ...... ·-· el - .. -· ... ,., e&tMr ..... lll'lt&tll 

o..••• • ~ • n tc\ •• •• ._ et • .. ..., et .. Mua 

Oote:=•' • • •.v. -·• '-' ,., •• ,,, m _. 1 " 'Ur Aft8 

~4 .. , P: 2 1bl.t ...na le=• .. dut Mul._ UJIUS.U .. Nlldel\l__. 

ln. Brt.UI!l NsS•wta U ..U 'r tile 1Jia1W IMtN le•w 1 I • 

IA'I .. ..., •••••'• es.._ Urenl7 te t-. MUIIlOclw 1 • 

•• ot 1 .. .,...s. ••• 
W'• •• 11 .... to JOU oallle ••• 411 et .Apll U. 

We Ae11 M JIM te N..S.Ye \he Ml mtl Hf.....S te 

i'tla\lal to"" llrltl* rt.a•lial. npla\loDI to .. pr , ..... 

apca Uae oatk nil et wu, .wl llaa1l tHat tllw, et tOUH1 as.tll 

11tN1t ..... ..,.. .. &1• appreliate the llfvta ot "'' llr1Uib 

beuvr 1a ...- •'• , ... ...,.. • ••n '• t.a t~tt.• -\17 t• 

,..,.._. ef II Nltdilee 

Ia Y1Mr el ••• ,,...., ... , .. ot .... llrltllll O.t=••• 
to .... .,, wltll tM a,..,I10DI oa • 'IIIUIWal. 'lladl, "ue 

•UUIII w ,.,,, .. w t1a11 'llad•• Ia the .._., Ullt •••~' 

................ , &a ,. .,s••oa ot .S.tllu O.••n at, t.a4t.IIW tbl 

....... ~. e1 altel'llll Ulll ,ran 1 ,., tile •"• ••• at acaue, 

-~ .. ··· .. ._.,. ,.._. twtati" JJAU ,_ .. 11••••U• e1 

w ,. ... • ••••. 
ou ····= ' ' ... . ' 
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• I M ._. II I 5 Mat 1 I •• et• •ua ••lllllaMI 

........ , ., $ ' ., t ..... 

.. ,.. ........ - fll All'l1 u. u. ,.. ~ ......... ? .... 

Ww•&l• u .. t1ae Jl •• nee•• et • .u...e _.. ,_ 

...._lT 4l1JSIP1 et tws'p IMt\"711• et -.n... sa &&Sua 

fte ~ flllhl.a1 .... --. *'* ...... tu ..... 

,..,_. te t1a1a _.._ ... ~ -RlteUcal - &pJIJS 1 .. 1 

,.,. nUl ... ,..... 0111' ..._ •• , ua ,..,,..,~ 1 ... 

eoallll.U., wta ••IIIINIII& ...... ,._. - •• pl-. .., .... te 117 

........... , IN fll .,.a.l u. 1 .... 

Ia ...... tM .......,., et Ule t»e•..., ._, .... wUIII 

Ge•u n 1u we et tu IMak et C.e'• ..,.IIUI te 1Ws "" 

••=•• etanu .. \lla\ et oable lo. 211 ot Afrll 11, 1111 • 

• 
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,....URV DEPARTMENT 

IIIIa: OPftCa Cl HU UftOie 

..... .lprU 16, 19J9. 

rooM 1. B. ro:tq, lr. 

Attadae4 11 a OOJIT ~ the latter ~ 'If' the Att<Jnaq a-.1 

to be 4all....a to tale ~t tc.wzow ill reprd to our l'l'CJllalld 

!ucnlU'" OrMr Ulpodll& f_. e• • .,.. .... triGtl- u4 for other 

pai'poeMo Jl1a •-cartwr, tbe Att<Jnaq o..ral1e IMCI'eteq, ...-4 tM 

letter to • - tM tala~ u4 etaW that the Att.arMT o..ra1 

ba4 ·~it taU• -m.ac. 
rw oar parpoM•, the latter, ill ., opiDioD, ie at1ef&Gtol7• Ia 

llcbt ~ tbe draft wb1ab tbe Att.orMJ OtDeral nt.itW at our -ti:AI 

7eetcdq an..--, it repre-te a ~~~tbetallti.tJ. c~ deG14edlT 

ill oar tawr. 

Att- ' t 
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~ 4-.r Mr. Prea14•tt 

I u berewitb trau.ltting a proposed aecutive ordR, prepared in 

tbe Tr .. Nl')' Department aDd intora1q eut.itted tor '1111 eoneidRation, 

regulatiDC tzoallee.ctione in foreign ucban&a, transfers ot credit, 

pe;fM11tl, and tbe aport ot coin, 't:W.lioa. and curren07• 

Le.ce.l doubt uiete ool;r rltb respect to tbe.t prcrrleion 'llhi.cb require• 

dete.Ued report.ing o£ foreisll-omed e.eeeta in tbe IIDited Stites. It il 

belieYed, bowenr, tbe.t tbe order would be upheld nen in tbat respect it 

issued UDder condi tiona of national .ersenCJ, the exietence of which JOU 

abould deteraine • 

'lbe proposed order cites ee authority notion S(b) of tbe Act ot 

October 6, 1917, 40 Stet. 411, aa ue.nde.d by section 2 of the Act or 

lle.rcb 9, 1933, 48 Stat. 1. It ... nds !Kecutive Order llo. 6560 of Janua17 

15, 1934 and places fUrther restrictions upon tre.nactiona in toreip 

exchange, trenaters ot credit, pe;fMI1ta, and export or withdrawal. d coin, 

bullioo, or currenCT• nua pbe.ae of the order tollon sobeten~ 

tbe .xpreee ~~· ot tbe statute and ia who~ tree troll doubt· 

the order e.lao prorldes for tbe filinC ot dete.iled reports concenWII 

toreip-oW!Md e.ueta in tbe IIDited States. the etetute doee not, in expreea 

terms, prortde tor tbe filln& of euch reports, but I 811 eatisfied tbat eucb 

requir-t ia e.U5tainable and 1'0Ul4 be ujileld it •de cNr1Di a per104 ot ,..r or 

national -CeDCT• 
the atatute relied upoc tor autbority reed• es tollmnn 
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'('II) llla1ac tiM ot -.r ar dviac -v- oUier period ot 
•t1~ 1*117 4eoW br the Pr .. w.t, the Pre~t 
Kf• tbrGulb Ulf &eaq tbet be 'aT de~ScMte, ar otb-ue 
illnetipte, repl.ate, ar prchibit, -s.r nab nlea 8114 ~ 
ticiDa u lla 'aT preacribe, ~ -• ot lie-• or oth-s. .. 
vq trau&otiou ill foreip a:ch•na•, tN.natere of credit ' 
betwHD ar p~~pentl br benH'II illltitut.uGI aa defiMd 1:17 tbe 
Preaidat, aD4 aport, hoard1Jic, ..tti'll, or auw.rkiDc of gol4 
or aUnr co1.D or bnlH"" or curr1nq, br u;r' per801l rltbill tbe 
United &tate• ar vq place IIUbjact to tbe juriadiet.uc tberaotJ 
aD4 tbe Praeidat -r reqn1re u;r per801l aapcad ill u;r tnu­
aoUOil referred to. ill tbie lnlbdirleice to tu:rnillh 'GDder oetb, 
co.plate War.at101l ralat1.,.. tb_to, illcludini tba prodact1ool 
ot vq boob ot ace oat, cc:atractl, letter • ar otber papera 
1D c-uoe tbernitb in the eut.od7 ar coatrol ot nell per801l, 
l i ther before ar attar .ucb tru.laot1on 11 ca.pletad. .,_ 
wUl.tu1l;r rloletel uq ot the prori.dODI of tb11 lnlbdidaice or 
of vq lie_, ardc', nle ar J'e~QlatiOil 11...,_ tbere-s.r, 
lball, lq)Oil COGT1ot1on, be fiMd 110t 1101'1 Ulan $1.0,000, or it a 
•tv&! pc-801l, a:, be iaprlaollad tor ~Dot 1110%'1 than ten Jelr"• 
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ar bothJ aD4 u;r ottioer, director, or aaent of u;r coxporatioa 
who IIDowiDiq participatee ill au:ch dolat1011l wq be pmd*ad 
br a lib tiDe, iJipriaoaMnt, or botb. Aa uead ill thie enbclidlion 
tbe teno 'pc-1011' -~~ an i.ndiddual, partnerlhip, aaiOOiatioa, 
ar carporat1oa. 1 

It 11 beu..nd that tba 111:11'9 'illnatipte, rapl.ate or prcbibl.t' 

ill tbe atetu:te -u be rallad 1lpOil aa ilpqi'll au:tborit,' to raquira tbe 

repartl it tbe arder wra ieallad 4llr1DC a period of 1NIZ' ar other nati...al 

eMriDOTo QPOil tbe tbeOil"T tbet II:DoWl adie of tbe •tara• ~tuG, 8114 

OWD&rtlhip of all toreJ4D-onad propax tq woald be neceiiUT for tbe proper 

8114 efficient ,,_,.,atratiCil ot toreip _.,.nre control. 

It .ut be obeerftdo h-• tbet dolatioaa of the etatute 8114 

ardc'l ar ~t10DI i aauad th....-4111' are poiD'!!hable, 1lpOil condotioa, 

br tiM u4 iapri" 1 d. !hv, in tbe final anaJ.Tiil Ulf 1Jipl1oatioa 

ill tba etaWW 11 to be reaolftd br tba •-'-· •ether tba c_.u .-14 

aute1a the 1.111'1114 atlaariv iJI ., opiDiall .-14 depallll'IIPGil the •tara 
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ot * I .. - rt '•• .. wrt I l te *iA11t J1111Ua .,._._ LS .... 

1111• •• et .. ,... ..X ~'llq '-- • ....._ ...... 

-.r.l ..a.sat.nnu. ot 1llla ....... 

Mjaet to 1llla allaft HIWtatt.a tile PICJ11a4 Cll'llur ... 119' a,.--1 

.. to t onJ Ul4 lap.U~. 

• 

• 

~. 
, 

7 
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II It •• ... me 

•••• r.:a.,., "· 

At....._. 111 • "" td tiM l et.ter .s.-. 'ltr the &tton.J o d 

to be 4eU.....S \o Ule Pud'm~ toe.-Tw 1a,...... to- pu:e; ut 

sz-u ... ~ ~ t .. sca • , """ .... vlcU.. ... r• ~ 

pvpo••· Ill• • a , • aM 6\tone, o.o..al'• _.t.e.J7, n.e * 
let ter to • - tiM t.el ... ... et.atecl tbat tiM At.t.arMIJ' o FJ~ 

M4esc-&1t.~•...S.C· 

,.. - ,..,._, tbe lAt ter, 1a tq eptas.oa, 18 ~&UatMW7· II 

li&bt ot u.. trait. wlaiell tiM .U.tAI>-.eJ O..t .. l n•uw a t _. -UIII 

rutodq .ttow•=• 11. r8)Deamu a wMt.aat.1al c•ps<~D• elM~ 

1a oar ,._.. 

UllleOs't') .... '" ~ 

'"'' 2 ' 

.......... 
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I • ~~~~wta • a'~ • ,. s •• •••• llw ..._, ,..,J!W,.. Ia 

-. tlln 1 ~-.n _, We nar .._,_. ,_ ... uuau., 

-•·••- • ·~ Ia tw ... ••·-..,. ,__ •- • I t __,_ el .-.~, 

..-,..w, _, u.e -.on ot Mia, •n•w ... nn...., . 
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..... ... "' ..uu ~ ... 1'011115\ to ... , l'J'onaa.. ............... 

cS.'-il:A ~ e1 r~ -" 111 t.u lldW ._._., 1\ u 

.. a..-., 11 auw, *' u.. _.... -w he ,....u-ta .. , r••• ,, 11 

llloUI ..,.,. ·m. 

!lie,. 11 1t-- euac as ... .n. -u• ' (') or tile .1ft fll 

Ootow 6, ltl'l', .., ... ,, 411, «I 1 I 1 "" -u. 2 ot tile Ae\ el 

...... 9, 19J), 48 ..... 1. 1\ '« ~~ ... Or1lw •• ~ el ~~ 

1,, 19.)4 ws1 pla- l'wO w nevi~ ..- w = eu- ta ,......_. 

• e ep
0 

V 'WI f/1 W'll • .l\0 N u, ... ..,.r\ _. dtWI.-1 ., ..... 

...,u., • w• ... .w. ,..... ot the ...._. reu..c ~ 

the •e •• , .. .,.., fll tile ncww wa1 11 -.llJ' ,.... ,.... Mo~M. 

'1M ...... alii .. uoYel tetr tbe tUillc of Wl.M ftlllll'\c IIIIAII .. 

tu 'II 4 ••« 111111 ta * GalW ._..,, ~· nata\c ._. "'• Ia ... -

'--" 11eot .. t. .. fUi11c ot Rill ~·• lila\ I ,. CIUaflef tlla\ ewll 

.....,._. u ll'! ' v~ _, ..w 11e ,,. • ., U'..., ..... •,.... ...... • 

11"-l •• •· 

a. ... g M''" .... t• w•ld'r ...... ac taU II 

J,.-

• 
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•(\) Dlar1ac t iM of _,. ar dvlAc UQ' other period or 

aat.ioul. ••11114q ~ by Ulo Prorlclent, tho Proli4e\ 

.-y, t.lu'ouCb Ul7 a&OIICJ that ho My dooipate, or othorwleo 

1Dft8t1cate, reiQlate, or prdtibit. , ...S.r euob rulAa &lid ~la­
U.o •• ho •1 proeeribe, by - • of uea .. a or o therwi .. 

aft7 tranactiooa i D !oroip U e:h&JI8o, traott!ers of c~it ' 

betw- Ol' peJilOlltl by bulk1na 1nat1tuU ona oa defined by tho 

Preaitlnt , &Dd u:port, hoartlini, MltlAc, or eorurld.na of gol4 

or sU wr coin or bW.l1oe or eurreacy, l>lr "117 person • 1 Ul1a tho 

Unitotl States or OZllf p4co r.abJoet to t he JW'iadie tiOD ther eoft 

and the Proaidont. may require any person •ncf.lled in L"Y trana­

ac t i on referred to in thil aubdinoi on to .f'llnliah under .-th , 

coaplota 1n1'orM L1on rela ti.,. thereto, inel.ul' !l& tho procl>.>oUon 

of aft7 "tooll:a of account , contrac ts , lott.erl or other papera 

in cQIUloction Ulerewi th in the cu1tody or control of web par101l1 

olther before or after aucb traooaction 1o eoaplotod. lhOOftJ' 

1'1llt'ull,y no4 tal "117 of tho pro•idono of thia IN.bdinai,. or 

ot any lic...,o, order , nllo or roculation iaauod thor..-ior, 

llball , upon con• icti on, bo tined not 110re ·han $10,000, or 1t a 

na tural pers01l1 ~ 1'8 i.rll)t'i ooned for not oore than ten yeara, 
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or bothJ &Dd an:r officer, director, or agent of any eorpor atiOD 

mo mow1D«l7 port.1cipet.ea in auc!1 d olat iOD ~ '>e pwlillb .. 

by a l ib tina, iapri~t, or bot!> . Aa uoecl in thil aubdinoloa 

tho teno 'por ion 1 aoana an 1nd1vidual, par t nerahip , u aociat1on , 

or corporation.• 

I t 11 boU.....S that tho wordl "infllatipte, reGUlate ~r l)nlbibit • 

in •.b a atatuta conltl be relied upoo 01 implying authorHy to r ec,uire tho 

r aporte it th o ardc" .,..... iawod durillC a period or war or ot!>er natiooal 

.. areauey, upoa the theory that ll:nodedp(e of the nat ure, \ ooatiO'.> , o.a4 

ownor lbip of all rorei&ll-<>WMtl property '<Onld be nec .. aary for 'ho proper 

and efficient ac!e1o1atrat 1oD or foreip u~anc• control. 

It .,.. t be o'bwil tod, b_, tha t d olaUone or \!>a a t.atute . .. 

-·· •abablo a pca cocnotioo, 
ordarl or :repl&Uona ilauotl there'tllldar ore ...-- • 

by fba oat 1aprl- • ftt. 'fbu, in the final •nal1•11 • liT a plieat ioa 

111 the 8W.\Olta 1a l4 be re1101Yod by tho e~•· .,ether the court.a wooalA 

~ta1a U.e t.aplletl au•horitJ 1a rq opiaiOil • oulc! c!ep811c! upon the u t ure 
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