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Appoi.at-h and a.as.,.au ... 
Coll.otor ot Iat.n>al lleTao., nortda 1 
~.ez-, J. ldar1D1 Pill o!!va I.ezaco uw appo1Dt...t 

1a Lt.Dda Dirleica, O.partiMDt or JuatlOIJ Popper'• 
oholoo to bo ade Cou.otor ot Iiltoraal a. ....... -
7/27/39 •• •••••• ••• ••••••••••• ••••• ••••••••••••..• •• 20S 143 

Browerl .. 
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Blli1D .. a CcmditiODa 
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Staap Plu1 Reauall 111 .UbAD;J', Roo boater, Dayt.OD, and 
Seattle, Kay 20 t brougb J \lly 15.... . ............. . . . . 159 

S.lt-llelp Cooperatins: Lonl.gan uaorand ... 011 plana tor 
Ylaitia& about 100 excballgoa thrOIJ&bout tbo !loot -
7/28/39 ••• •••••••• •• ••• •• •••••••••••••• •••• •• • :. ...... 250 

a ) IIIIJr and Harrlngton dlaouo - 7/'Jl/')9. . ... •• • • • • • 266 
Haaa 8180nndua "" altllatiOD tor wook anding 7/29/'J9.. •• 291 
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IIIIJr oOD!era witb Keeehin, Cben, Lochhead, Buck, Beast, 
and Sheahan - 7/26/39 •••• •• • ••• •••••••••••••••••• ••••. 

a ) Lochhead aaka Heailtoa (Head , Far Eaatei'D Attaira, 
State Dopartaent) to adYiao A.orioan Aabaaeador, 
Cblna, or HMJr' a 1Dtereat 1a thia •1oa1011 conceming 
tranoportation prob1e••- 7/26/39 ••.••••• .•.•.•...•. 

b) Lettera ot 111troduotion addressed to Chiang Kai-sbek 
and Hiobolson- 7/26/39 ••••••••••••••••••••••••••••• 

Currency atabi1izatlon tllnd a~oat exhausted and tberetore 
French (JoyeJ'DIIent unwilling to ad•ance agreed-upon aJIOUDt 1 
lloll1D,t.OD loo and Sun Fo ao report to Bullitt 1D Paris -
7/26/39 •••••••• ••••••••• ••••••••••••••••••••••.•••••• . ••• 

a ) United States u.y be aaked to adY&Dce l.modiate gol d 
tor allftl' dollvered withlll oix """'tho or 711r1 
Bllll1tt doubts lepl1t7 • 

b) Britiab Co..e:raaent•a polic7 dioclllaed - 7/27/')9 •.... 
o) 11D1ted States parchaae ot au .. r oa deposit 111 

French and Br1t1ab Conoueiono at Tionto1D1 
State Do~t does ~ cooaidor adwieable and 
.laerican Eoabaaay, Perla, oo adrioed - 7/28/39 ...... . 

Malaria outbreak diocuaaee b;y Chon and IDIJr - 7/27/39 ..... . 
SilYor o1tuat1cc diacu.aaed bJ Cbon, IIIIJr, Dietrich, llhite , 

CottOD, aDd Bernat,e.in - 7/27/)9. , •••• •• • •• • ••• • • • • •• • • • · • 
a ) OcmyoraatiOII nth To1111aond (Senator, O.lawaro). · • • • • 

Bllllitt and IIJIJr diocuaa purohaae ot eix aillicc OUDCII ot 
•. u,.er - 7/28/39 ••••••••••• •• ••• • • • • • • • • • • • • • • • • • • · • • • • • • 

a) HIJ' r t ella Pittman •••• •••••••••••••• • ••••••.•••.••• • 
Letters ot a ppreciation to CbeD and Xun& tor Citta -

7/27/)9 •• ••• ••••••••••••• ••••• ••••••••• ••••• :· ·· ····· · ··· 
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HJIJr <1110\lllll with Fdiaan and w .. ~. plan• to be purchased 
b7 l a"7 and turDed oftl' t o Coaat Guard - 7/26/')9 •••••••••• 

a ) lDR'a OWD ... or&Ddaa CODcerDiQc•••••••••••••••••••••• 

77,81,86 
92 

Coohroa, B . .... l o 
Bllll1tt-Coohran a1tuat10D di.aauaaed br lull and IIIIJr -

7/2,/)9 ••••••••••••••••••••••••••••••••••••••••••••••••••• 34 
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1b1\e ~ 011 eaaeoa1o ocad1U..,., ~ o~era -
7/26/)9 .•••••••.•••.• •••••••••••••.•.••••••.•.....••. 205 105 

C.-odit7 Credit Corporatica 
JIJW>01Dg ~&&ill d.ieouaoecl by lall&oe aDd llllol'rJ 

lallaca Wonoecl oorporatiOD ia lla1tecl to borrowi.J1&: 
another $100 a1llioa- 7/25/39. .. . ................... 40 

CottOD 
See SpaiD 

CottODaeedJ OottODaeecl~l 
See S.U,lua Oo.oditiea 

Counteroailina Duties 
IIIIJr, at 9•30 •eetl.Dg, bege lloReyuol da aDd lhite to brl.Dg 

aituation up to date and keep it that way - 7/27/39.... 167 

- , -
Jl.Dance, Intaroatiooal 

Earw.rkecl cold held by :!'edaral Re11411'Te B&Dlr: for roreigo 
cctral accouota• Lochhead s•orand~a - 7/25/39 •...•.•• 

nor ida 
Sea .&ppol.Dteeota aDd ReaigoatiODe• Collector or lDteroal 

lleYIIIUe, florida 
Prance 

Reynaud raTiewa (by rad.io) f1Dane1al and eeonoaie reaulta 
of bia policies- 7/29/39 •••.•. . •••••••••••••..••.•..•. 

Gold 
See JinOD.oe, Intemational 

Great Britain 
See &lao lar Conditions 
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.&nglo-Poliah Credit llegotiatione: Tel'1111Dat1on reported 
b7 Aaerican Jabaasr, London- 7/25/39··•••••• •••···· · · · 

0rMnlea, neaa J:, 
Iod.ianapolia Tieea story about. l.Dooce tax violation, as well 

aa retuaal ot TrMaury to eonaidar hie tor Colleotorahip1 

d.iecuaaecl at 9:30 ...ting- 7/27/39······················· 
.llintOD (a-tor, I!!dhno) l.Dteniew witb IIIIJr, Garton, 

Qibbona, and Mol!eynolda- 7/27/)9 ••••••••••.••••.••••••••• 

- I -
Ieee, "'Wte• 
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173 

178 

Leaob ( Cbioa&o llail7 ...... ) aake l!lUr about poeaible 
iDY&ati&atiOD ot Igoe- 7/25/39. . ....................... . . 7 

lDd.iana 
IIIIJr aaka foley, llcReynolda, and Orav .. to look into Jew 

!l!publ1o article and llallale (Frank) cCDDection witb brewery 
lioenaae 1 loHale 1e bead ot l ollutt ~ Club - 7/26/39 .. • • .. • 70 

- J-
Jurtloa, Daparteent or 

Roue, John (llapartMnt of Juetloa) I IIIIJr and Drane dlaeuea 
requart tor aaai&DMDt of IDtlll'D&l RaTeDue paraoomel for 
apaolal laTeetieatlTe work 1D Louiaiana- 7/25/39····· · ···· 8 

a) -"r aDd C:rafta 4.l.ecua ••....••........•.........•... · 42 
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WliOD1 J. ldii1D (Colleot.or ol IDtc-oa1. a..-, Plorlda) 
See ~ Ulll llee1pat.ioD8 

LaUD AMrioa 
Jlll.lr tella JMhh...S, CottoD, Ulll -.dte be 1IUl IIR1 
~t with fDT LaUD A.ria& c011DW7 OD f1NM1al 
uttwe 114tll State ~t ..,. so -"M4 
-~ u with Bnslw Ulllli1'8Dae 111111ar Tripartite 
Acr...-nt- 7/26/)9................ ................ 205 

Laaoh, Paul (Chioaao llaiq Nwa) 
Jlll.lr aalcecl about poallibl.e 1mwt1cat1co ot "ll1QQI 

Ito•- 7/25/39 •••• •••••••• ••••••• •••••••••• •••• •••• 
Louilliana 

See Roep, Jobn (~t ot Juat1ce) 
Drw PMreOn uke IIIIJr ccnoarDinc nmore recardinc 

OoTernor Leche1 a 1ncoae tax- 7/25/)9.,,,, , ,, ,, , ,, , 

llcllal.e. Prank 
See IDdiana 

llcllutt, Paul. V • 
See IDdiana 

N*'7 IlepartMnt 

-II-

-N-

For plane to be purchuecl and tUl'Decl over to Coast Ou.rd, 
- Coaet Oolerd 

- P­

Pepper, Cl.alde ( Seoator, Florida) 
See Appoi.ntMnte w Res1gnat1one1 Collector ot Internal 

~~ev .... , Florida 
Pol.aDd. '* Poliab Crecli t !iegot1&t1CDIII Tarainatico "'Jl'Ortecl 

bJ AMrican !Abaasy, Lcmdon - 7/25/)9 ••••••. •••••••..• 
l'll.blio 'lork.s Ad~K1ninratico 

66 

7 

45 

llllJr -t• nth a- Steering ec-!.tteeJ uraa h1a to 
urea llpon FDR approval ot a $)50 llillion IP)n'Opriation 
uaed OD a 30% grant ~ - 7/25/39•••• ••••••••••••••• 4? 

a) HMJr 10 iDtor.a FDR •••••••••••••••• ,,,,,,,,,,,,,, Sl 
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Dlftd~Dda, 'll•bbdA!,. ota fropoiMII trn•17 Drcd!e1• 

Sa -u.a with laa"• 102-41-nt bJ' 
BlUr, ara.w ~ UICllloqiiWD Sa ~·· 
oftloe- ?/~•••••••••••••••••••••••••••••••••••• 205 

a) 'fall SWMt. JOIII'Dal art.i~ _, to Fill -
?/27/)9 •••••••••••••••••••••••••••••••••••••••• 

1) m-IMII A 9a)O -.tSD&- 7/71/Y/ ... .,., 
Ro~t .Jobll (u.pu· •\ ot Jut.ioa) 

Bllolr UICl ar- 41- NqiiM\ tor ua1..-rt. ot 
IDki'Diol. a..- pcaomwl tor apeob1 s-upu-.. 
wort 1D LouiaiaD& - 7/2S/)9 •••••••••••••••••••••• ••• 

&) BMJr &Dd ~ diaauaa,,,,,,, , ,,,,,,,,,,,,,,,, 

Selt-Balp CooperaU-... 
See 8Us1Mel CODditiOD8 

Salt-l1cpidat.1Dg Pl'oject.. 

-s -

a- Steerizlc c-tttee Meta with Bllolr on s.:Lt-Uquid&t.iJI& 

rr:~~r~ :O:; ~~~-~~-~~~:n:.:.?:~~~9 
SU-..r 

Sae alao Cb1na 
~tion concerning ,_l,y-c1Jied. do•etio a11T8l' 

d.1aoualled b7 Bllolr, Folq, Locbh<N4, Be1'114ttd.n, and 
Mc&e,nolda - 7/25/39 •••••••••••••••• ••••• ••• •••••••••••• 

(For actual prooJ..&Uon u aipecl UICl 
approwcl b7 l"'fi, - pqe 26) 

PittMD-f:D&Jr oouwweation - 7/25/')9 ..... ••••••• . .. .... . . 
'lhite, at 9•30 ..u.nc. acw d.1acu110a aue with 

~~ 

'lbioh fol'licn lilnr, poioa of wbicb 11 )S# abro-.1, 
oen ba _.ggled in and aol.d u ~t.lo 111-..r, 
price 711- 7/27/)9 ••••••••••• ••••••• •••••• ••••••••••• 

Cott..o AMrioen ""beaq, Geruo~T, d.1acua111 orad1t. 
arr~ tor lllrlpeen+; ot Ueri- oot\on to Spain -
7/26/)9 •••••••••••••••••••••• •••••• ••• •••••••••••• •••••• 

Stellp Ple 
See & olneaa Cond1t10118 

SQrpl.u c-u.u. .. 
See alao Spain! Cot.ton 
Cott..ndJ Cot.w-au 5 0111 'lall- teUa IDIJr about 

nait. frail - tort;y Sov.tbam CoDCJ'N- and. s-toraJ 
Wall- want. 'lrauul7 and. State l'~ aaonted at aeooM 
... t.i.Da to be bel4 Oil the aw. - ?/26/39 •••••••••••••••• 

Cont...-ce Sa s-te Appropriat.iou ec-l.ttea llocoaJ 
preaa~~t.a zepru.,tau-... ot lanate, Houa, 

~~:.~!~.~::.~~~.~.~.:. 

.... 
88 

156 
160 
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42 

47 
Sl 

22 

169 
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-u-
u.a.s.a. 
~- .U1wll w Nlllill lllllr'• offtoe ~a • ., •• 

Ap1 \" 1111\tal84 lilr. JIB .,S Li~ OOIIOW 'DI 
Milt •n t <utam> - 7/'6/39............... aos 100 

-·-
We CoDdJ.u-

IIIIJr tella 9•30 I1"'"P BQU1tt ~ All&'lft 15 to 
Stpt•ber 15 11111 be cnm. ... 7/2,/YI.............. 9 

a) Blallitt aDd IIIIJr di-•• CODd.et.at "'""I or 
noou UlroadJ IIIIJr dou not tb1nlt t.b1e "MD• 
eeaae•·••••••••••••••••••••••••••••••••••••••• 27 

IIIIJr ratuMa to - or pwwl.t Ceptain Col.l1na to -
a.-, or State~. 'ld.th Lord R1ftl'dale 
OODOU'D1l>c poNible .. tabli._t ill 11Ditecl Statea 
or ~-t Britieh purcbaeiJia m. .. 1co 1n oue or 
.-.rs-na.r- 7/26/39................................ 58 

a) llull 1111re or leeo endorM8 1dM but IIII.Jr 
ituliN rtll 8bwld OK f'i:rat,.,, •••••• ,, •• ,,,., 75 

BIIJr tre•U• to Co111na State ~ inat.ruoticoa 
'llitb reprd to Lord 81~ rlait - 7/:IB/YI....... 246 
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,_, ...._lou •'--7, Pula, J'rt.AOe 

DADa J11l7 ., 1911, 8 P••· 

10.1 U'IO 

pwaow.u. J'Oa !BI DaftART OF !BI !UUtJJlT • 

I rater to your 1DqUirJ bJ t elllphone t.b.ie afternoon. 

In the oplDJ.on of Parle banltere and broken, the 

.aln r ... 011 tor mu:ropMD eel ling of Aller loan eeou:ri u .. 

1a the C8118ral dieoourac-ent OYC' 0\11' ll&l'kat proepeota 

w.b.iall :raocUJ hu dnalopa4. 8Uoh .. lllnc ae hu tate 

plaoa iJl 11r1berland, the •atherlan41 and J'rance hae 

aot b- of great anoup Yoluae to attract local attan- ~ 

t1on and le thought here to be •nor.al• condition • 

.llloq mu:ropean lnY .. tore of Yarioue claseee, there 

h a 1•ara1 feeling that our O:rade .l bond Jield 18 too 

low to be att:raotlYe, and that on the b&ele o! ou:rrent 

or near ~tu:re earn111ge, etoolte are liltewlee OYII'Y&lua4 • 

._opMD lnYMton haYe tended to be d1ecouraga4 becauee 

at the etacnatlon ot the .a:rltete, the low price of 

-odltlee, an4 the 1noreae1nclJ etfecUYe effo:rte elnoe 

.lprll 011 the put of the BrU1eh OoYer1111ent to dlsoourage 

Br1tleh iJlYeat•ent iJl Aaerloan eeourlu... Political 

11Doertalnt1 ... an4 the :reappearance of etriltll •J be 

14484 to t.b.ia. 

Ill a441tl011 0 there 11 a srowlnJ ballet that ehould 

.:t 

1 
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-·-
~ -, .._. WUl 'be a drop 1a AMI'l- a-rltJ' 

II&I'Ji:no, Ul4 iaY.n..t 1a tb• .,"• 110t atfo:nt b'lpteM 

oapltal &4oqlato ~ pi'Otoouoa. bop-• •• l•rtac 
OA dopodt 1a the 1Jillto4 &tatoo 1111011 of 1;bo proo .... 

of thoi:r aaloa of .Aao:r100ZI aaourltt .. fo:r thh :r .. on. 

IJl thia oomaoUon, I haYo hoard that each day new bank 

aooOUDta are bolnC opeo4 in .t.ao:rioa by :lurop­

llaYooto:ra. 

1111 IIIBIAGZ, 

BOLLI!'!, 

2 
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s~orttnry or Stntr 

Wnahine;ton 

1066, July 25, 9 p . a . 

FOR TRELStr.tY PRW B11l'TERWORTH 

~llll01f 

DD•r4 .JU17 II&, 1N8 

Rro 1 4 3153 Poll• 

Ont • Th£ /.nglo- Pol1sh cr edit nrgot1o t ioDII hnvt now 

bEEn t£1'mncttd . Tht PoltD today rtfuar:d t ., acctd£ t o th£ 

Britioh oonditiona (DEE my 1033, July 20, 6 p . n . ) and 

withdrew thEir rEquEst f or a caoh ortdit . ConBEq1ltntly 

prtornt Britioh ao~iotnnot to then will bt l initEd to thE 

J.S, ooo,ooo crtdit to bt U!Jtd in thE purohnot or British 

tumufaoturto and SOD£ row aattrialo and soo,ooo, ooo trance 

for oiuilar purohnato in Franc£ . ThE Polish Pinnnci ol 

&ttoch£ t£11~ a£ that ht and tht Pnli ah dtltgati on art: 

"grtntly dioappoi nttd" and £xpot1ottd at oOD£ length on 

tht dtoirobility or Poland obtaining faoi l it1to tor 

"1rln£11iC1tr purpoo£a" • Th£ British 'l'rtaoury a lllo t tlla at 

or ita d iaappo1ntc£nt and t:xpntiatrd on thE •aillint:sa• 

or tbr Polca in rrtuaing a oonatd l atlon broauD£ tbEJ 

Wllntrd tbr coon and at tbr aaar til:ll: bring umrUling 

t ? tnkr attpa (dnaluatlon)' to put tbdr own hc.bltot 1n 

Oll'lkl'o 

3 
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CA - -2-· 1066 t'ror.t London •• 

order . Aoidc t'rom this , oincc th£ DQ!n difference ia 

ocrcly tbnt tb£ Poles wish t o obtoin unrestri cted poaacoo­

ion or 1.5, ooo, ooo or gold while t~ British ore prepared 

t o giVE then restricted poaaeosion or 1.5, 000, 0<YI sterling 

it is not unlikely that nEgotiations will b£ rtoumed. 

But unl£oo this i o done sptcdily Porl1cocnt will h ave 

rECE OOEd. 

Two. The foreinn exchange oc.rkct woo unuouc:lly 

1nl!ct1vc tod:>.y . Sterling wna otccdy cud the British tunc1 

only oold ao:>.ll lll:lounto of forward doll.oro at 1 .5/So . 

200 bora <'f sold were sold at fixing of ab1ch 35 were 

aorr1cd ani\ oonrthing lcoo than 50 oupplicd by tb£ 

Br1t13h tundo Buycr o were prorated on o 64~ ~asia . ~old 

coins nrc ogo1n ooming 1n dmand. 

JOHNSON 

UlS ENB 
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Scorttary ot State, 

Washington. 

694, July 251 3 p0 m. 

My 610, July 7 1 6 p, m, 

GRAY 

Bltl'lln 

Dnted July 251 1939 

Rto ' d 2 a50 Pollio 

The continulD3 interest or the Gtrm~n GovErnmEnt in 

thE proposE~ 3ritish credits to Europe~n countries and t hr 

possible advtrot affect thereof on GErmnn export and import 

trod£ is evidenced by the root that the semi- official 

Gcrmnn DDPK h~s devoted another iaout to nttaoking these 

credits ns disruptive of the coonomio foundat ions of 

these oountrits and of their "healthy" end "fruitful" 

trade relr.t iona uith Germany. The l atest issuE cnploys 

about the onmt llJ'SWDtnts a s the prEvious issue outlined 

i n my above menti oned telegram a nd stntto in regard to thes E 

credits ~hot "in spite of protestati ons to the contrary 

England'o desire to upset Gtrmany1o reci procal trade 

relations in the southeastern part of Europe a nd • o prevent 

1t from obtrining raw mr.tcrinl end rood supplies from these 

distrioto btoomts more ~nd mort apparent . " The arti clE 

asserts that England cannot bcoomc immcdiatcly "n steady 

and permanent customer of any ot thE countries ?htrc it 

i nvests 

5 
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t n·n•t. euob orccU.t•• ADd warna thAt Oa.l.llf oiJIDOt 

continue to g1vt: prEtc-mcc to ll!rport: t1'clll thesE 

oountr1cl unlc11 lt 11 CliiUrtd ot n rr~Qlar 1uppl y 

ot thr ooaaodltlu lt buJ1 trc. tblllle 

Inform TrEasury. 

KIRX 

KLP 

6 
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.Tul.y 26, 193e. 

J'OJ\ 'tHE IIOJift.&JI%11 I'IL&I1 

'fb.e leoNtU7 to4&7 eaw Paul Leaoh of the Chioqo 

Daily Newe at Mr. Leaoh 1 • requeet. Mr . Leaoh aelted whether 

tbe 'treaeury bad etarted an investigation into tbe affaire of 

Mllte Igoe. Be aelted that the 'treaaury give him t or back­

ground but not for publication any intoraat1cn 1t could on 

suoh an inveetigation. !be Secretary replied that Mr. Igce, 

eo far ae he ltnew, vas not being inveet1.gated by the 'treaeury. 

Be added that he d1d not ltnow, of course, of inveet1gat1ona 

t be Justice Depertme.nt m1g:bt have under way. 

Mr. Leaoh also aeked about the veracity of reports 

that t be Secretary wae interested in buying the Chicago Hearst 

papers. 'the Secretary replied that be vas not 1ntereete~ 1n 

anything until be lett t he 'treaeury and t hen be vaa going to 

have a sabbatioal year before be did anyth.1ng. Mr. Leach 

remarked that Secretary Icltee had also denied thet he wanted 

to buy the Chicago Hearst papers. 

J:SD 

Regraded Unclassified



KBKOR.&I DU M 

July 25, 19)9. 

In reply t o tne request or Mr. Rosse, 
be can bave Burrord, but if be wants a wnole 
otner crew, tnen I want to raake a deal eitn 
nim to release some or tne aeventy-eisnt men 
tbat tbey 1 ve got i n Cbicago . 

B.li.Jr. 

{Subsequently B.U.Jr pnoned Mr. Graves and 
as.te.i r o r 111s reco~~~;:~endation on Assis t ant AG 
Rygge's re~uest to bove Mr. Burroro, of Internal 
nevenue, de tailed for special investigative work 
in Louisiana ; Mr. Graves stat ed be needed "urford 
for important adm1nl.stra t1 ve work in tne Bureau, 
and B.ll.Jr accept ed nis recommendation tbat Hurford 
not be detailed) • 

8 
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GROUP KEETI IIG Jul y 2S, 1939. 
9:30 • •• • 

9 

Present: Mr . Guton 
Foley 
lle.Raynolda 
notz 
Outfield 
Locbhead 
Graves 
Bell 
Gibbons 
Baos 
White 

I! .II.Jr: 

Gast on: 

a . II .Jr: 

White: 

H. II.Jr : 

llr . 
llr . 
lira 
llr . 
llr. 
llr. 
llr. 
llr. 
llr . 
llr . 

(Bolds telephone conversation with Ambassador 

"ullitt) 

Bullitt says they'll begin to turn tbe heat on 

around the l~th of August, end while he doesn't 

want to say it, be thinks the 15th of August to 

15th of September will be the crisis. Be won ' t 

say it, but he thinks t hings will begin t o get 

bot around the 15th or August; I suppose the crops 

are in by then. 

Tbis is the tunny thing on this foreign selling -

good morning , everybody - it Just doesn't add up. 

Don't you t hink they buy here when the news is 

unfavorable in Europe - tbe peace situation - like 

Uunieh, and that they sell when things are beginning 

t o look better over there. 

Tben why did they sell all through the middle or 

llareb? See? I mean that's what I would aay, but 

t hen, wby did they sell - tae selling reached its 

peak on tbe 17th of llareh . 

Any conclusion you come to you find , going back, 

is not sustained by the foets. The nearest thing 

is thll t the largest 8llouat of selling, on the 
average, relates to the stock movement here. "ben 

things rise here, they ~eem to sell; wllen thi ngs 

drop, they b~; and even that isn ' t true, except 

tllat it is t rue in more of the eases than i t is 

not true . but it • s not sutf1eient 1y true to draw 

any conclusions. 

1his morning I looked at this chart which George 

gave me. It goes back to JulY 1J7. And there ' s 
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Gaston: 

a .II.Jr: 

Gaston: 

Bell: 

lians: 

B. II .Jr: 

Baas : 

l:I .M.J r : 

Haas: 

H.K.Jr: 

Baas: 

H. li . J r: 

Baas: 

B. II . Jr: 

-2-

JIUit no con81ateney about thia tiUJic . Tbat1s w!Q' 
I • • • • 

Well, they certainly take into consideration bota 
ends of the picture; botb tbe European situati on 
and the American market would affect them. 

Well, if you look at the tbing and go back, as I 
say, to the first ot July, 137, Just - it you're 
guided by what Europe did, you• a be consistently 
wrong. 

You'd have to add into that what the American 
market l ooked like, aaong other factors . 

True. Wb.at? 

Selling t or a profit. 

10 

It they felt real good over there, if the buropean 
situation looked good, it seems t o me one of the 
first things that would go up would be the • ritish 
or French bond markets. 

Wba t 1 s happening over there? 

Going down. 

What? 

Weak, 

And the other thing which 1S weak is 

commodities - very weak. 

Very slow. Putting it all together , what do you 
think, George? 

Putting it all together - you can•t be t oo conolu­
sh•e about it - it looks as if the Europeans are not 
happy over the European political situation. That' s 
what I make out of it . 

And tbe other thJnc Dan, while we ' re talking about 
news - I .did a littie home work - no one told me, Just 
tor future r eference, this, you see; soaebody should 
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Bell: 

Bell: 

B.ll . Jr : 

Bell: 

H. ll . J r : 

Bell: 

H. Jl . J r : 

Bell: 

ti . II . J r: 

:Oell: 

H. ll . J t' : 

:Oell: 

Baas: 

H. ll.Jr : 

Bell: 

B. li .Jr: 

Gas t on: 

H. ll , Jr: 

Duttield: 

-J-

a&Ye t old ae tbat tbose t wo big i ssues were s loppy 
last week. How, nobody 

I thougbt we did. Didn' t I tell you Friday on tbe 
telephone that tbe two i asuea were sticky? 

Jo, sir, 

I tboug bt I did. Sorry. 

Nobody t old me that Snell Onion Oil or Souther n 
Bell Tel ephone were only 60 or 70 percent sold. 

I di dn' t lmow the percentage, but I Knew t hey were 
sti cky . 

No one even sai d t hey were sticky. 1 mean I 
wouldn' t have done anytbing di fferent , but I 
ougbt t o have had that informat ion. 

I thought we gave it to you. 

No. 

I t' s i n Geor ge ' s memorandum of •••• 

What? 

lt was 1n George's memorandum. 

I didn ' t get George's mecorandum. 

Didn' t you? 

Tbe Secretary left Just befor e • •• 

I didn ' t get it, and they di dn 1 t send i t to me . 
No, I di d no t get i t. Just for fUt ure ••• • 

Fine. 

Herbert? 

I don't tbink ot anythi ng . 

Gene? 

I baYen't been abl e to get bol d of Paul Leacb tbia 

11 
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B.W.Jr: 

l.luftield: 

B. lo! . Jr: 

wuftield: 

H.K.Jr: 

Foley: 

Baas: 

H.li.Jrt 

"ell: 

d.K.Jr: 

Bell: 

II.II.Jr: 

Bell: 

II.W.Jr: 

12 
-4-

•orDiDC to giYe IU8 your •assage. Do you want to 
tilt lUI aour, then 1t he doesn't want to come cancel 
it, or shall I call you when I get in touch with 
him? 

Oil, it he wants to come in at 4:15 .... 
Well, that ' s bad tor him because of the White !louse 
press conference et 4. 

Well, it be want s to come in at ll:JO ••• 

Ub-hub - 11: JO . 

ll:JO . • 
(Nods nothing) 

The Budget Bureau bas asked you - the Director ot 
the Budget aas asked you t or some revised revenue 
estimates. We have anticipated that, been working 
on it for the last several weeks. We•ll have some- ' 
thing for you this afternoon, tomorrow morning, any 
time you want to go over it . 

Good. 

Now, I'd like to call up llr. Wallace and tell him 
that this - 1t this 119 million dollar deficiency 
appropriation doesn't come through, be's going to 
be in tbe soup. I'd like to be on record. It 
hasn't been voted, has it? 

No, sir. 

Am I right? I Just don ' t want- I •d like to le t 
him know; then 1 teel I •ve done my part. .<light? 

Well, I don ' t know what you mean by being in the 
soup. His program next year is shot •••• 

:l!es, exactly. 

~ell, I assume that they have not committed tile 
~ommodity Credit to next year's program. 

Yes, but it be doesn ' t c•t his 119, be can't make 
his corn loans, can he? 
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Sell: 

H. li.Jrl 

Sell: 

H. ll . Jr: 

Belli 

H. U. Jr: 

Bell : 

H. t.l . Jr : 

Wbite: 

H. li.Jr: 

Gibbons: 

H. II.Jr: 

White: 

H. li .Jr: 

13 
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As I understand it, be can not . 

I think in fairness t o him, I ought to tell him 
that. 

(On phone) Secretary Wallace, please. 

I mean if the thing was r eversed ~ I mean, after 
all, he ' d •• •• 

He ' s got just a litt le over a hundred million dollars 
t o operate on over and above his present 00111111i talents, 
if he doesn' t get the 119. 

I tbink b.e ought tokno• it. I think the President 
ought to know it, too . Think it's up to me to tell 
the President? 

No, I tb1~ i t ' s up t o Nallace. 

I'll a sk him. It' s bo thered me. 

• t•s real ly an operat i ng problem . 

Vle l l , I'll clear tQY conscience when I 1 ve t old him 
about it. 

.... 

uot tbe book f or me , George? (Haas bands book to ~Jr 

Harry, 11 you bave a breathing spell - i ,f you could 
get me those gold things, gold countries •••• 

I have it here . 

Wonderful. 

Steve? 

I haven't anything. 

Got t be gold ••• • 

It•s in tbe memo here . 

Will you give it to me? ( •lhite bands memo to HIIJr) 

Have you got the - i s tha t pools of capital, t oo? 
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White: 

H.M.Jr: 

White : 

I! . II .Jr: 

II hi te: 

H. II . Jr : 

.Vhlte: 

ll .li.Jr: 

Nhite : 

a. ll. Jr: 

White : 

II . M. Jr: 

White: 

H. !J.Jr: 

ll.l! . Jr: 

Whi te: 

l!.t.t.Jr: 

ll'hite: 

I!.II.Jr: 

14 
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It•s forelen exchange assets. 

How do those gold countries look? Are they holding 
thei r own? 

No, I shouldn't think so . 

(On phone) Hello . ):es . 

Only Germany, with grea t difficulty . 

<'ardon me? 

Only Germany, wlth great difficulty • 

What do you mean? 

Is holding her own. Japan a.n.a Italy are losing out. 

I see. 

This isn't 
to repeat . 
which will 

news, but I think it's important enough 
The British deficit for the fiscal year 

end Karch of next year, so far, .•• 

Two and a half billion • 

• •• compared with ours on a per capita basis, which 
is the only l egitimate basis , would be over seven 
billion dollars; that is, would be t he equiva l ent of 
over seven bill i on. It •s two billion four, and it 
will probably be greater before long . They Just had 
an increase two weeks ago . 

~t's two and a half billion dollars . 

It' s two billion t hree . 

~bat ' s close - for me , 1 mean, to r emember. 

l.lut I think the significant compari son 1S the 
per capita. 

l!ow•s tneir net contr ibution? 

Very high. That' s why they 're having a boom. 

In COIIIIIIOdities? 

... 
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illbite: 

H.ll.Jr : 

White: 

B.ll.Jr: 

~bi ta: 

Foley: 

H.ll.Jr: 

White: 

H.II.Jr: 

Foley: 

Bell: 

B.M.Jr: 

Foley: 

B.II.Jr: 

Poley: 

15 
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lo, taltiJ''re baYi:lc a booa in nerytaainc. I'• pr aperiiiC 
a ..-or&Ddua on that . Alaoat r ead7 - heYe it tor 
t oaorrow. 

After you people lett last night, I wanted t o turn 
on ausic. Inatead or that, at 10:30 I heard tirst 
!Wagner &Dd then Barkley, and .llar kley badn • t had t1ae 
to learn his lesson, tripfad oYer eYery third word. 
But 10:30 at ni&ht- that s a terrible time • •• • 

Thought it was supposed to be at 9:30. 

10:30; that' s 11:30 daylight saving . Can you 
imagine anybody that late ••• 

• hey must have shoved it up the last minute. 

~hey bad 10:30 to 11:15 tor Tuesday, wnicb I thought 
was too late • 

•• • listening to Foley ' s self-liquidating program? 

Well , ••• 

Incidentally, Foley, White and .bell are going up 
with me when we meet with those Democrats at t wo 
o'clock. ~ow many Democrats had to change their 
arrangements tor the day? 

Sixteen or seYenteen. 

Two o• cloc.k toa~orrow? 

tlla-hllh. I•a eating with Herold Graves... Would 
you tell llr . Doughten I '• bringing llr. Graves with 
ae tomorrow; end it you•l! tind out what r oom it is, 
you see - we're to be t here at a quarter ot one, and 
then we'll let these gentlemen - you fellows can 
pick us up at Doughten ' s r oom. Or it you'll tell 
ae where the otber rooa is, I'll go there. 

I t •a the Rules Co.mittae room in tbe Capitol on tbe 
House Si de up there . 

Just reaeaber that. Maybe we better aeet there. 

Xes . Two o ' clock. 
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H.ll.Jr: 

Foley: 

Klotz: 

H.ll.Jr: 

ilhite: 

H.loi.Jr: 

lihi te: 

H. M.Jr: 

White: 

White: 

B.II.Jr: 

White: 

H.!i.Jr: 

-8-

What? 

Two o'clock. 

llr. Graves cominc attar lunch? 

de's coming with me at 12:30, and we ' ll go up; I •ll 
take him along . Just want to tell Dougbt on. And 
after . . . . 

On that memo I just gave you, I wish you wouldn ' t 
use it, because I 1d like to prepare a better one 
which will deaonatrate - this is all right tor your 
intor.ation, but tor something you can use •••• 

Not across the street. 

Set the day and I can have it ready. 

Let me read this. 

_l Ire can do a much better job. It's a hurri ed Job. 

All right. 

The sub-committee of the Executive Committee on 
'-ommerci al Policy has its findings , which are 
incorporated ln this, and recommends one of the 
changes and not tba other. !low, tbey ca.n poll the 
meebers of the Executive Committee and get an 

16 

answer to you today if you want their answer before 
you answer the President. It you're not interested •••• 

~es, as long as we 've waited this long, let's get 
thelr answer. 

lben it's a question of polling t hem by telephone 
or having a meeting in the usual course of events. 
So I'll ask them t o poll tbe members. The an$wer 
wil l be agreement, I know. 

Here ' s a ~able which indicates what is happening 
to the American business man in Japan, as well as 
some other matters , which I think is worth glancinc 
over; and it's goinc into the general hopper on the 
Japanese sit uation. 

I see . 
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llb.ite: 

Wbites 

H. II.Jr: 

"b.i te: 

Locbbead: 

H.li.Jr: 

Graves: 

H.V.Jrl 

Gra·ns: 

H. li.Jrs 

Gr aves: 

Bells 

H.li.Jr• 

Bell: 

H.li.Jr: 

Ball: 

llibbOn.tl 

a.ll.Jrs 

-9-

lli .. or llrs. 0 1Dq, tiM CoDCre .. ~, ••• 

lira. - Carolina O•Dar. 

Sbe asked us to prepare a few paracrapba tbat abe 
wanta to aend out. I auppoae it'• all right. 

Ob yes, abe ' s O.lt. A~~rtbina elae? 

(Hods negatively) 

17 

You notice t be Dutcb foraed a new cabinet yesterdar. 
Doesn't seea to be var7 wall received so t ar, 8Dd 
tbe7 don' t .rtgure it will last too lona. But there 
doesn't see• to be •DT concern. 

Tbe exchanges are aU bolding Just ricbt on tbe 
pegged levels . 

1 saw tb.is 1n Time llagezine. lias this cleared wi tb 
tbe Joint Committee? 

(Looks at clipping from Time) Yes. 

~as it? I t was cleared with tbe Joint Committee? 

Yes. 

Anytb.ing else, "arold? 

llo. 

4bat1 s tbat letter to Jesse Jones. 

Do 7ou acree with aa? 

rea . 

It•a sillf. Jones wanted us to borr ow 2SO million 
tor ala at tb.ia t1ae. 

Tb.ia l ow interest rate, I cueaa, •• •• 

l ou asked ae about tboae f our planes the ot~r dar. 
Did 7ou get ~ aaaorandwa? 

lCea. 
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Gibbons: 

H,I.! ,Jr: 

.bellr 

H.li.Jr: 

Bell• 

H. li.Jrr 

Gaston: 

H.li.Jr: 

l'oley: 

Bell: 

B.M.Jr: 

Hell: 

B.M.Jr: 

.bell: 

H. Y. Jr: 

llcR: 

- 10-

It was i n tbe last appropriaton; we bad rorcotten 
about it. 

Yes, I got it. Tbank you. 

lbese are t ae tables showing tbe inter est rates by 
six-montb periods. 

Including tbe , , , 

All of tbe corporations. 

Well, I 1d Uke to talk to you about tba t toda,y. 
Would you come down at .. , - oh, -CongressiD8.1l White 
do I have to see him today? 

He 's seen everybody else i .n the Treasury; I don't 
think he wants to snub you. 

Have you fellows got tbe tbing fixed? 

be ready by 10:)0. 

(On phone) benator Pittman. 

Well, let ' s see bow I get along. But 1 1 11 talk to 
you {Bell) about that. 

18 

tiad a few bids in this morning for a million, two 
million, and three million or tnese Home Owners Loan 
bonds. r. told New York that tbeysmuld keep r..thin 
tbe limit or tbree million unless otherwise autbori~ed, 
and to spread thelll around. We still have tbe 40 
million bid from Devine, but we 1re laying orr that. 

I think I'd go up t o five oillion. 

Would •you? Nell, they're going t o spread this three 
million around and then call back. 

I •d let it go up to five . I want to talk to you 
about that other • 

o . K. That 1 s all , 

Mac? 

llo . I un two or three sull !teas that I think I 
ought to clear w1 th you aoae tillle this week, that 11, 
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B • .!I . Jr: 

II oR: 

H.II.Jr: 

llcR: 

H.!I.Jr : 

WcR: 

»cR: 
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wnen it's convenient tor you. 

ill ell, I ' ve got two or three - I' a puttillg down 
»cReynolds and Bell. 

One tning or a little interest - don ' t know whether 
thereb anything to do about it - •• •• 

(On phone) Hello . All right. Nell, Just 
let t hem know I want to t a lk to him a minute. 

Be ' s not in yet. 

Between darrington and Corry Gill, they finally got 
around to cancelling out our allotment tor Revenue 
projects, insisting on giving us the statistical 
pr o ject instead . Tbe Budget Bureau has not been 
willing to c l ea r the stati stical pr oject in the 
absence of the other one . J<nd so r wrote the Budget 
Bureau a letter, pr epared an e stimateft since we ' d 
been detlni tely turned down on these evenue pr o­
j ec t s - submi ttillg a supplemental estimate f or a 
regular appropriation to t ake the place of the 
one cancelled out by WPA . The budget Bureau won't 
send i t up, but they'll put WPA on the spot. See, 
they've given us the amount that we wanted, but t hey 
i~sist on us ing it t or the statistical proJect. 

And we want it for what? 

We wanted it for tne Revenue proJects - that is, 
lliscellaneous Tax and Li~uor Tax proJects that 
nave been going for four years and making money 
for us, :you ~ow. And so I•ve sent an estimate tor 
a r egular appropriation to do tne Job that ' s bee.n 
done tor t our years by tne relief people, because 
they've taken the r eli ef aoney away . What I suspect 
will happen will be that tne Budget Bureau will put 
the WPA people on the spot and make them transfer 
tnat back to what we want it f or . I have no idea 
tha t they'll send up any supplemental estimate t o · 
Congress for an additional appropriation. But that's 
just a means ot puttina the pressure on. 

bounds dirty to ae. 

It is a little dirty, but they treated us dirty in 
the first place. Tr ied to be cour teous to thea. Save 

... 
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. . 

R.M.Jr: 

lloRI 

a.K.Jr: 

Llu!tield: 

B • .II.Jr: 

Duffield: 

B.II.Jr: 

Duffield: 

B. II.Jr: 

White: 

B. III.Jr: 

White: 

Polq: 

-12-

to trMt tMa the ft1 tbe:r did ua. 

One dirt deaerYea another? 

.1. Just tey to keep on an Pell keel wi tb tb•. 

•n rl&bt. 

tlr. Secretary, 

Xou (Foley) better coae ln, aee, about tive alnutes 
ahead - 10:25 - bring ae up to date on that. 

20 

If you give h1a an answer on silver, since there's 
been a lot ot lnquiey troa tbe press generally about 
what we're going to do about tbat sil.ver, will you 
let them know? I don't think it's tair in a case 
like tbat to give anybody an inside Juap. 

Well, you don't *ant aa to give it to Pearson and 
Allen? 

No, wbat I ••• 

Incidenta.lly, I recommend everybody read Pearson and 
Allen today. I tbink: somebody ' a been talking in tbe 
Treasury. I don't know wbere tbey get all tbis 
stu!t. 

Iaaediately Barry shakes /Us bead and says, '!lo.• 
ae doesn't even know what it ia and be says, "No.• 
•be answer is "Xes.• 

That was very tunny - looks at Archie and be says, 
"Mo .•. 
In defense I've got to say that was in a.nswer to 
his quest ion it I knaw what it was. I bate to 
spoil your Joke, but I bave t o; my reputation ia 
wearinc pretty thin. 

All rigbt . Well, the one yesterday about the laps 
was ell rigbt, wasn't it? 

Yes . Taat isn't ln there, L bope. 

lllot :ret. 
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Belli 

B.II.Jr: 

-u-

1'11a t 1 a uext week • a • 

And 11 11 put you (Wbite) down; I baven't f orgot 
you eitller, about tbat book. 

All rigbt , I Just want to talk to llac a llinute, 
please . 
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iiB SILVER PROCLAIIA1'I 01 Jul7 2S, 1939. 

lO:JO a .m. 
Present: 

B.Jl.Jr: 

Fol~y: 

a.lt. Jr: 

Foley: 

EI. M.Jr: 

Foley: 

B.lo!.Jr: 

Foley: 

B.M.Jr: 

llcB: 

llr . l'ole7 
llr . Lochhead 
ll.r . Bernstein 
ll.r . ll.cReynolds 

Had a ver,r Dice talk with Pittaan. Acted Just as 
though nothing bad ever happened . 

Sure . Bet he was glad you called hia up. 

'.Ve•ve got to put something in that bill on t bis -
wbile we're waiting - on competition. I think 
that's as innocuous es we can get it (banding 
typewritten paragraph t o H. ll.Jr) 

(On phone) Ask llcBeynolds to come in nere. 

Mac can listen to the silver thing, take tbea 
both over. 

ole may need to get the A.G. first on tnis proclama-
tion before we take it over. There's the memo. 

Do you nave to get him first? 

Well, I tnink we ought t o. 

All. right. (Signs vuious papers re silver) 

(On phone) Wbere•s McReynolds? 
Is he COOling? >bank you. 

Where was be? 

Tnis is tbe one tba t the President signs, and tbis 
is tbe one we'll nave to have the A. G. on. 

:tes. 

(McReynolds comes in) 

Mac, there are two things. As soon as I get these 
things cleared, I ' m going to ask you to walk tbem 
over to tbe Wbite Bouse, you see? And it's this 
newl)'-lllined silver business, you see? 

:tea. 

If 7ou don't understand 1tf get n1lll (Bernstein) to 
explain it to JOU. And we 11 d11111p 1t all on your 
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llcR: 

Foley: 

B.M.Jr : 

Foley: 

a .a.Jr: 

Foley: 

li.W.Jra 

Foley: 

H.M.Jr: 

Foley: 

B.li.Jr: 

l'oley: 

B.li.Jra 

Foley: 

llcR: 

Foley: 

23 
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lap. ADd tileD tlae otller t1t1111 - rnd th11 - 1ae 
(Folq) nnta tlaie liP bb 8l .. n 1Jl c .. e tiMIJ' 
preee ua on tbe coapetit1on. l tbousbt retber tben 
t17 to expla1D all tbe.. tb11111 to the President, 
better let JOU walk tb .. oYer there, it tbat'a 
acreeable to you. 

Tben it tbat goes tbroucb, tbis is tbe telegraa t o 
tb.e •••• 

Do I sign tbat7 

Ro, tbe Director ot t be llint sicns tbat. 
(Bernstein) 

• b)' don1 t you/get tbis tbing etarted on tbe way 
oYer to tbe Attorney General? lbat? Or do you 
(ioley) want to do tbat yourself? 

Well, I'll do it. 

You want to approve tbat? 

Yes. i'b)' don't you call bi.m now? 

Will you get tbe Attorney General, please? (On pbone) 

IJo you lUnd it I bave tbe loud-speaker on? 

lo. 

I tbink now on - I want t o draa tbe President 1n 
on tbia tb1Jlg, seei' And be bas bis om notions 
on tbis ••• 

'-oapet1t1on • 

••• coapetition. 

•all, tbat 's (indicatin& sucgested clause) ricbt. 

Wall, tbia - I don't aaa bow aQJbod¥ can obJect to 
tbis kind of a atataaant . 

lo probibition, you aea, Mao. 
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H.II.Jr: 

Foley: 

B. II . Jr: 

Foley: 

Foley : 

d.J .Jr: 

Foley: 

Lochhead: 

d . ll.Jr: 

Foley: 

:tlernste1n: 

Lochhead: 

H.li . Jr : 

Loob.llead: 

-)-

lfo pr ob.ib1t1on. 

(Pbone rings) 

Tbat1 s for you (Foley). 

(On pbone) Bel lo . - 1nank you. 

Tal k to him later, 

Where the hel l is this fellow White? 

24 

Said he was getting some things together, be about 
ten minutes late. 

In oraer to save tiae, you tell b1a what we're going 
to do, so be doesn ' t give us a long barangue. 

... ll r1gbt . Go out side? 

No, no. 1 

(Discussion on an unrelated subject 
takes· place) 

... 
Gee, t his fellow Wblte - 1 1 m not going to see him. 
Be can go back a nd see you f ellows . >le 've got the 
whole thing settled. 1 1 m not going to - the man 
is twenty minutes late. I 'll go out and shake 
b&nds with him and say t he whole thing is settled. 

Sure, that ' s. all . 

I think he's coming over prepared to argue. llaybe 
that's wbat be's doing; ne's collecting all bis ••• 

Mbat does be pr o=ote? 

I don't know wbat be's promot ing . 

lie ' s a miner. 

He works for tbe Sunsbine Wining Company. 

"'ctually? 

Well, every time be comes up, be says wbat a wonderful 
thing tbe Sunsb.ine lUning is doing , how much taxes 
they pay. His best cus tomer. 

( llcReynolds answers Wbi t e Bouse phone) 

Regraded Unclassified



Folayt 

B.lii.Jr: 

Kieley: 

B.II.Jr: 

Foley: 

It1 1 tiM .t..O. 

(On Wbita Bouse pbone) Bello, General. We 
bava a ail.ar proclaaation to take oar of an 
adJuataant ot tbe silver price on ailver delivered 
to tlla aines befor e tba tirat ot July, and tllere•a 
a lot of pressure bains broucllt to bear on aoaa 
ot tba people on the Bill to 1at tbia tbillg cleared 
up, and wa want to gat it to the Presi dent Just sa 
soon ss wa can. Because it's a proclaaation, it 
bas to clear tbroucb you, and I was wondering it I 
could send it over now so tbat we could get it over 
to the President around noon-tiae. I'll send 
it right over . Tbank you, sir . 

All right. Now, you tell thea outside - I•a not 
aoing to tie up everybody - When Wbite comes here, 
I' ll step outside. I'll tell!Ciele)'. The aan•a 
twenty minutes late. And I•ll siaply say everything 
is in order. 

(~o Kiele)') Is lllr. White beret 

llo. 

Wall, wben be comes I'll step outside and talk to 
him outside. 

Sure, that• s ell richt. 

• 
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!RI&8Uir IIIPIII:nlaT' 
omo. ot the s-.tarT • 

.TuJT as, 19)11. 

SeoUoo 1 ot the lnl;r-IUned Do...tio sunr ftecul.a~ ot 

JIIDUU7 16, 19)11 1a aa111ded to read u tol.loaa 

•a.ot.ioD 1 . J!!l!m!.-'ftl .. e regul.etioDa relata to the 
r -1¢. md ooinage b7 the tklited stat• ooinage llinta ot 
ailnr, llined 111 the tklited Stat .. or 11D:f place .W.ject to 
the jur1ad1at.ioD thereot, puraumt to the proola-.tim ot 
Deotlllbc' 21, 19)), u .oditied b7 the proolaaatioDa of 
J.U&Uat 9, 1934, .lprillO md 1pr1l 2.4, 1935, Dece.ber )l, 
1977' Deoe.ber )1., 19.38, aDd JulT 25, 19)11 •• 

8eGUoD 2 ot the le.IT-tined no...tio Silnr Regu].e~ ot 

Janll&l7 16, 19)'11a uended to read u tol.loaa 

•s.o. 2. l!!thqrttr tor regul.atiqla.-'ftleae regulatioDa 
are ~ UDder authorit;J ot .ubaectim (b) (2), aectim 
43, title m ot the aot of Coogr ... approved llq 12, 1933 
(Public, No. 10) , u u111ded, and the Pr .. 1dent1a procl.aatim 
ot Deoe.ber 21, 1933, u JDOditied by the procluati«aa"<)t 
lucuat 9, 1934, .&prll 10 and April .24, 1935, Dece.ber )l, 
1937' Deoe.bar .31, 1938, and July 25, 19)9 •• 

Seo. ). s-tim 20(c) ot the 1"1)'-tined DoaeatSo SUTer 

RecuJ.atioDa ot JIIDII&l'7 16, 19)11 1a aacded to read u folloaa 

• (c) !bat the qgrepte uo~mt ot .-1Gb ab:t.ure eo receiTed 
parauant to the proclu&tim ot Dece.ber )l, 1937, u ...u.tied, 
110di171DI the proal.a-.tim ot Dece.ber 21, 19))1 u ...u.tied, 
does Dot - eed the uo~mt of INCh ailnr ciab haa bee llined 
OD or attc .TIIDII&l7 1 , 19.381 troll natural deposita in the tklited 
atat• or cq place .W.ject to the juriadiotiDn th~eot. • 

Sea. 4• 8eGUoD 24 ot the H•l)'-atoed Doeaatio Silnr fteauletiooa 

ot JIIDII&l'7 16, 19)11 1a bereb7 reeoinded. 
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B: 

HMJr: 

HMJr: 

Hello, ReDrJ. Rov are 10u' 

I'a all rlgbt . Row are 70u' 

Flne . 

Jul7 25. 1939 
9 :31 •••• 

27 

'1'vo thlnge, Blll, vhlch I thought J OU a1gbt - - I wanted 
to aek J OU. ~Ueber one, there baa been oonel etent 
aelllng trom abroad or our etoake. 

Ther e '• been vbatt 

Conalatent aelll.ng rroa abroad •• • •.• 

Yea • 

• • •.••• or American aecurlt1ea. 

Yes . 

And I don't knov Juat What t hat means, lt lt means 
an7t hlng. 

Yes. 

But I thought you mi ght aort of make aoBe 1nculrlea, 
JOU see' 

Yea, I v111. 

Because I don't knov whet her 1t 1 e t he t h i ng beoauee 
they thlnk tblnga are goi ng t o get beUer or voree, 
l f 70u know what I aaan. 

Yea. 

'l'be 1ntareet1ng thlng 11, t hat lut March Europe aold 
our atooka oonelatentl7• ••·· · 

Yes • 

•• • ••• but When JOU go back t o last September • •••• • 

Yea • 

• • • • • they -- t !:aJ were buJlng. 

Yee . 
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a: 
I!MJr: 

B: 

a: 
I!I!Jr: 

a: 
ID'..Jr: 

a: 
HMJr : 

B: 

H~!Jr: 

a: 

I!I!Jr: 

a: 
HJ(Jr : 

a: 
I!)(Jr: 

a: 

a: 

- 2 -

llo I ou•t -- wo &114 wo 4olln't ll&lte tov. 

Y... Yell, I ' ll look r11ht 1nto tbat, Bellr7• 

You ••~ What I meant 

Yee, Row, 11 1t 1D &DJ part1oular 111ueet 

llo, we don't get that , We Juet get the -- the eal01 
eaoh daJ of Europe, 1011 eee. 

Yee . 

And now tor - alnoe oh, about the 12th ot JulJ, all 
the European oountr1ea haYe been oons1etentlJ aell1ng 
our eeour1t1es, · 

Inoludlng th1a onet 

Inoludlng France. 

Yes. 

You eeet 

Yea. 

Now, I Just don't know how to 1nterpret that . 

Yea. Well, I'll look 1nto t hat r1ght awaJ. 

Now t he other thlng, Wb1oh 11 peraonal •. •••• • 

Yee. 

We ' re th1nlt1ng -- etlll t h1nlt1ng of go1ng on t he 2n4 
ot August to Denaarlt. 

Yee. 

Do 1011 want to be so bold ae to ll&lte &nJ toreoaete tor 
Auguett 

When Wil l :rou leaYe, Henry! 

'!'he eeoond of Auguet . 

Well , I'll tell JOII , I thllllt tbat JOII at leaet baft 
Uae to get to Denaarlt before 1ille thing beglne gett1ng 
nr1 hot. 

28 
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8 : 

IIHJr: 

8: 

HMJr : 

8: 

Hl!Jr: 

8: 

F!MJr: 

B: 

F!MJr: 

B: 

HMJr: 

B: 

HY.Jr: 

a: 

I!MJr: 

s: 

HMJr: 

B: 

HMJr: 

-'- 29 

I Me. 

I th1lllt that th!D8• will bertn ~ get wars along about 
the U• JOU'N tDpplm 1aD41ng 1D Deaaarlt. 

I aee. 

But I don 1 t t hink neoeeaar1l)' that the thing bra alta. 
I th1nlt that eo .. uae between the 15th ot AIJ8Uat and 
the 15th ot September •••..• 

Yet. 

••••• • JOU1ll han a very big or1e11. 

You dot 

And I think that probably the beat w1n begin ~ be 
turned on ebortly betore th e 15t h ot August. 

I eee. 

But I don't I&)' that 1t 1 a goi ng t o break. 

tlh-hub. 

I t' a Juet one ot t hoee t h1nge that may or may not. 

Vull, t hat part ot the world 11 ae aate aa any 1n 
Europe·, 1an • t 1 tt 

I tb1nlt 1 t' e perteotly all right t o go . It I were you 
and I wanted to do it, I 1 d oerta1n~y go. 

Yeab. Yel l, I want t o ge t away trom ••.• • 

Yeab • 

. . . . . . I want to get an ocean between Yaeb1ngton and Jae. 

Yell, I thlnlt you're abeolute1y r1Sbt. 

I aee. 

See? 

Rellot 

!allot 
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B: 

B: 

HMJr: 

B: 

• 

VtU, 1 ,Jut; -titcl too obetk wUh ,..., 

rtae, WtU, ~ti1 t pel'ttot, P1M, I 111 pt; Plcbt 
attar that, B~. 

1'ballk :JOU, 

All Pl&bt, Ooo4,"", 

Cloo4 ~. 

Ooo4 luok. 

Ooo4 b7e. 

30 
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31 
Julr 25. 1939 
10: 0 a.m. 

!!MJr: Hello. 

Operator: Senator Pi ttlll&ll . Go ahead, 

!!MJr: 

Xey 
Pitt man: 

!IJ.lJr: 

P: 

!!MJr: 

P: 

!!MJr: 

p: 

HMJr: 

P: 

liY.Jr: 

P: 

lll'.Jr: 

P: 

HMJr: 

P: 

ID~Jr: 

Hello. 

Hello . 

Hello, Xey. 

Oood morning, Henry. 

Row are yout 

I ' m f eeling pretty good. 

Xey, we have a situation down here ~ich I'm not sure 
that you're familiar with, but t his bill as it passed 
affecting domestic e1lver, there ' s one day vhioh 
they've sort or Jumped- July 1 , 

Yes , I knew about that. 

Now, what I'm recommending to the President i s that he 
get out another proclamation and that he include 
July 1 and -- and d a ye back or that --people who 
didn't get in their oertit1cates, et cetera, and pay 
thea the 64. 64. 

Yeah. 

And I wondered 1t you thought that vas 
right. 

I -- yee, I wrote to the President, Henry. 

Yell, he didn't tell me t hat. 

No, that's sometime ago. 

Well , I ••••• • 

sounded all 

You know when we were mees1ng around with t his thing? 
I mean, when the thing vas up. 

Yea, 
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P: 

P: 

HJ.!Jr: 

P: 

m:Jr: 

P: 

!!MJr: 

P: 

HMJr: 

P: 

l!l~Jr: 

P: 

!!MJr: 

P: 

HJI.J'r: 

P: 

RMJr: 

P: 

!!MJr: 

P: 

- 2 -

I vrow w ha ad told hill Ulat 1t -- u looked to 
M aa Glollgb we were going t o be delaJed H'n1Nlde7a 
1n ratltylng \hat oootercnoe report •••••• 

Yeah. 

•••••• approving lt. 

Yeah. 

And that \here would be a hlatua in there. 

Yeah. 

And I suggested t o h1m that he iaaue a proclamation 
to co Yer that propoaitlcn. 

Well ••.•.. 

Because 1t waa eT1dent t o me that \he !reaeur7 Depart­
ment vaa going to han a grea t deal of trouble on lt. 

Well •••••• 

Your-- your pro~aition ia t o -- ia t o haTe t be 
proclamati on run 6~ .. ... . . 

• • • • • • 64 ••• . • • 

• •••••• up until July t he 2nd. 

'!'hat' a right. 

Well , I thlnlt tbat'• t he proper vay t o handle 1t. 

32 

Until the other bill-- whatever the other b1ll waa ••.•• 

Vell, the other bi ll, 1t aaye atter July the lat. 

Yea, that'• rlgbt. 

Yeah. 

And then atraigbten out these people that are having 
troubla vlth their oert1t1oatea the way we did 1n 
I>eoember, I t hlnlt, When you brought it to m7 attention. 

Yea , I think that will atralgbten t he whole thlng out. 

An4 •• • ••• 
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P: 

HMJr: 

HMJr: 

P: 

!IMJr: 

- ' -
!ba\111 'be a oonUnU1og propoi1Uon ~n. 

!bere 111 'be a oont111Uing -- there Will be no gap. 

All rigb~, aDd I think it ' • the r1ght ~h1ng to do . 

Vell, I wanted ~o aak you that. 

I-- I•n bad a great deal or annoying thoughte. Ot 
course, I ' ve had all kinde or telegrams and ~hinge 
oom1ng 1n here. I d1dn 1 t send them down to JOU be­
cause you had the same thing. 

33 

But, I'll get that over this morning, but I'm not going 
to eay anything about it publicly untU t he President 
clears it . 

Operat or: Bello. 

P: Just a minute. Get ott the line. Bello? 

ID!Jr: 

IIMJr: 

P: 

P: 

ID!Jr: 

P: 

I!I!Jr: 

P: 

BMJr: 

I say, I'm not goi ng to say anything about it publioly 
until they get a clearance trom the President. 

Oh no, I wouldn't either, because that Just cauaes t hat 
muoh more trouble. 

But I'll get it over there sometime around noon today. 

Yes , that's good. 

All right. 

I'd have called you up yesterday except we were tight1ng 
on that Panama !reaty last night until esven o'olook. 

Ia that what • • •• •• 

I oouldn' t get out ot the Cha:nber. 

!hat eeems like quite a tight, doesn't it! 

Well , I think we're going to get it through, but lt'e 
they're messing around with it avtully. 

All right, Jtey. 

All r1ght. 
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' 

llordtll 
Hull: 

I!MJr: 

H: 

Jll.!Jr: 

HI 

Jll.!Jr: 

H: 

I!MJr: 

H: 

I!J.!Jr: 

H: 

HKJr: 

H: 

ID·!Jr: 

H: 

IIMJr: 

Bello, BelU')". 

Yet. 

July 25. 1939 
10:13 a.a. 

I -- I've been having a diokene ot a time on th1e 
Cochran II& tter. 

Oh. 

Bill Bullitt, you know, and Coohran have been at 
daggera points and are at dasgere points and they 
tight whether they are on one aide ot th.e Atlantic 
or on the other. 

I didn' t - - I knew they didn ' t get along, but I 
didn't know it vas ae bad as all that. 

Oh, it's Just as bad ae it oan be. 

I' 111 eorry. 

And they -- the question -- I think, about whether he 
shall take an additional title with him baok to Paris 
on this temporary trip or not •••••. 

lib- huh. 

·~·· ··i• one that's been a matter'ot, apparently that 
one .uet have Juet been 8Ubaitted, 

I eee. 

lfow, I th1.nk later, when he oomee back and goes on 
with hie work •• • ••• 

Yee • 

••• • • • I think we ' ll have a ohanoe in a norll&l way to 
eee Just what can be done . 

I aae. 

At thie time I can 't ge t the whole pereonnel outfit t o 
pick it up. 

I tee. 

I ,Juet van ted JOU t o know Vb&t ..... . 

34 
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HJ.!Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

!! : 

ID!Jr: 

H: 

!!MJr : 

H: 

- 2 -

Well, tbat•e avtu117 n1oe. 
be able to do aoaeth1ng 1n 
here. 

You think t hat JOU algbt 
h pteaber llhen he' a baolt 

Well, there'll be a -- there'll be a obanoe 1n the 
l18bt ot a07 need be ,..,. hue t or a turther t1Ue 
1n dealing v1th Eabaae1ee and Legat1one, and eo on. 
Nov; I don 1 t want to aalte any prom he. 

I aee. 

35 

But I ' ll be oona1der1ng 1t all the t1ae, 8J'Ap&tbet1oally. 

Well , oould I -- could I tell bl.m t hat? 

You oould tell blm tha t ve are keeping v14e open t he 
door t or cona1derat1on ot 1t 1n oonneot1on v1th theee 
other pbaeea, and that vblle I -- you aee, you have t o 
lteep a little b1t ot peaoe v1 t h JOur llhole personnel 
organlzatlon. 

Yeah. 
1t'a 

And unleae/aome ma jor matter , you don't 11ke to get 
1nto a b1t or ha1r-pull1ng. 

Well, men he oomea baok he 111 be out trom under t he 
1ntluenoe ot Bull1tt. 

Yeah. 

And t he tellov real ly hae earned 1t. 

Yee. Vell , I'm lteeplng -- JOU Juet tell h1m that 
we are lteeplng U open atter bU return, and that 
Whlle I-- I never-- 1t1 t not proper to make 807 
4et1n1te oo.o1taenta t hat we are lteep1ng 1t open 
V1th the v1ev ot aee1ng -- ot g1V1ng 1t the ver7 
tulleet oona14eret1on. 

Ma7 I -- oould I go ae tar a• aaylng that -- that 
70u're g1v1ng 1t 8JIIp&thet1o oona14erat1on atter be 
geh baok here? 

Yu, I -- I would 4o that. 

I sean, t hat you pereonall7•· ···· 

Yu, vlthout aald.ng oolllll taenta. 
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!IMJr: 

H: 

!D!Jr : 

H: 

H: 

ffi!Jr: 

HMJr: 

H: 

HMJr: 

H: 

ID'.Jr: 

H: 

m-!Jr: 

H: 

HMJr: 

- ' -
I -- I 111 tell b1a t hat no ooaaitmente • ••••. 

Yee. 

...... but that vben be returns that ;rou'll take all­
other l ook at it •••• 

36 

Yea, rrom -- rrom week to week ae hie work -- hie oon­
taote with t hese Legation• and IDbaesiea •••••• 

Yea • 

• .•..• come along. 

Well , it ' s terribl;r nioa or you to oall me. 

How are things looking, Henr)"? 

Vell, I tell you, there ' s one t h i ng vbioh I don't 
understand, and that is that t or the last ten da;re 
Europe bAa been conalltantly ealllng American 
Baourltlee. 

I see. 

And we've looked back - - we ' ve gone back to Jul7 1, ' 37 
to eee what t her ' ve done hero t orore, •••• •• 

Yeah. 

,,,,.,but lt doesn't-- t here'• no cona1at encr. I 
mean ••••.. 

Yeah • 

• • ••• • laet March they sold etock• but a rear ago in 
S.pteober, during the •luniob t hing, they vere buJing 
them. 

Yeah. 

8o it - - it Just doesn't make sense. 

Well, I' m gueesing , Just it- - 1t'e anybody'' gueaa.­
l ' m gueuing that t he)' will orovd the British on 
turthsr out or China and get her t o oonoeda &11&7 
eome or t he principles t hat svar;rbod;r rel1ea on. 

Yea. 

Regraded Unclassified



l!MJr: 

H: 

l!MJr: 

H: 

l!MJ r: 

HMJr: 

H: 

!!HJr: 

H: 

!! : 

liMJr: 

H: 

- ~-

(Coupe) AD4 tbuaka, I msbt aay, to the aoUon o,.ar 
here at the Capitol •••• •• 

I aae • 

• • • • • • tba t' • -- Japan put the aorewa to her auob 110re 
rigidly wben abe saw that our aoral 1ntluanoe vae 
was dropping down about forty per oent. 

Well , let ae ask •• •••• 

And then • ••••• 

Pleaee. 

Go ahead. 

Nov, I vaa Just going to ·~, troll the atandpo1nt or 
world peace, ia it good or bad tor England to g1,.e in 
i n t he Far East? 

Well, it's the wors t possible thing. 

I aee. 

You see, t hey watch - - tor inetenoe, Tokyo watthea us 
like a ban. 

I aee. 

I t they aee us give in 1n the Far East, they tighten up 
i n Europe. 

I see. 

On the theory that we will be g1rtng in all along when 
the -- when the t eet oomee, you know. 

Ub-bub. 

And then, on the other hand, in Europe I think you ' r e 
liable to eee a -- another Munioh attempted on a 11uoh 
larger eo ale. 

Yeah. 
On t he t heory that they oan wear down the ne~ee and 
wear down the influence and t he apirit or the peaceful 
nationa, eepeoially relying on our elimination from the 
wt!Dle pioture. 
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I!IIJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HHJr: 

H: 

!'}!Jr: 

H: 

ffi!Jr: 

H! 

Operator: 

H: 

!!!'.Jr: 

H: 

!IY.Jr: 

H: 

I!J.!Jr: 

H: 

Hl!Jr: 

H: 

- 5 -
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I aee. 

In other worda, " ' ' re tak.1Jl8 the podtion tbat, deatruc­
t1ve aa war 1e, . • .. .. . 

Yeah. 

•••••• a civilized nation ehould not-- should not 
contribute the weight ot a tea ther to peace ••..• 

Yeah. 

•••..• and t he avoidance or war. 

Yeah. 

Now that's the position t hey take over at t he Capit ol, 
thnt -- thnt opposition. 

Was -- did 

tlell, be's 
time. 

Yeah. 

did Pittman play ball? 

he ' d -- he waa a t heart with us all t he 

Ae to whether that va s-- were mieoaloulat1ons t hat's •... 

•• •.•• --strategy t hat's anot her-- I-- I, or course , 
I would detend Pittman. I have to . 

Yeah. lfell, the r eaeon I asked vas that on account ot 
the silver . I t hought •• •• •• 

Well, he vas very eore t here a lth.1le. 

Yeah, but •• •••• 

But he didn' t mention tha t t o me. 

Well , he -- he took it all out on me, which is all right, 

Yeah. 

But I don't know t hat he vae sore at the President. 

Well , I - - he vas cueaing out moat everybody -- moat 
everybody there tor a tev daya. 

.. 
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IIJCJJ'I 

R: 

RMJ'r: 

HI 

I!II.Jr: 

R: 

I!Y.Jr : 

H: 

HMJr: 

H: 

HMJr: 

1!: 

HMJr: 

H: 

HMJr: 

1!: 

HMJr: 

-'-

I .... 

All4 I'• atftlptell1ns that out, and be' • ftl'7 1111oh 
plea~ eel. 

Y81, Oh, ,.., be' e all right DOW, 

Yeah. 

Yeah. 

Well • • • ..• 

Henr)', )'our allver i a at1ll going on. 

39 

8t1ll goi ng on a t 35 oente. It ' • a hundred t o one now, 
:rou know. 35 dollar• an ounoe tor gold and ••••• 

I • • • • • . 

••..•• 35 oenta t or a11Ter . 

8o 1t'a -- 1t'• a hundred to one ahot. 

I eee. Hot a~een to one . 

Ho , air. 

I aee. All r ight, Ulanlt )'OUo 

!hank )'OU Tel'7 auoh. 
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Ju1y 25. 1939 
10:26 a . m. 

Operator: Go ahead. 

HMJr: 

Henry 
Vallaoe: 

Jll(Jr: 

W: 

HJ.lJr: 

W: 

Hl!Jr: 

W: 

HMJr: 

w: 
HJ.!Jr: 

ll· 

Hl!Jr: 

ll : 

Hello. 

Bello, Henry. 

'the rea eon I '• calling 70u, BeDr7, I' n got eo me­
thing •ery 1111oh on aT lUnd that I'd Uke to get t o 
you which you may be talailiar with . lOu aeet 

Yeah. 

And it you're not, I want to get it t o you. I -do 
you Jtnov that in Commodity Credi t you are limited to 
borrowing ano t her hundred mill ion dollar s? 

To borrowing another hundred million. 

And t hat it, t or instance, 70U don't get the 119 vhloh 
i e up before Congress they t ell me, tor ins tance, you're 
just-- you're-- well, you wouldn't be tit-- able to 
make any corn loans , et cetera, et oetera7 

Uh- huh. 

And that t here ia a movement up on the Hill Which I've 
got - - definitely not to give you the 119 in order Juat 
t o eorap your lendi ng program t hrough CoCI!!lodi ty Credi t ? 

I eee. Uh-h\L'l . 

And I think trom your standpoint and the President' • 
and the administra tion, it'e terribly impor tant that 
you get that. 

I think eo t oo. It is very i mportant , Henry. 

I mean, it you don't get it your Commodity Credi t •.•••• 

Well, it just means -- it just means t ha t t he whole 
structure ot grain prices caves i n, 1a what it oeana. 

Yeah. Now -- did you know t hiet 

No, I dldn ' t knoW it. 

t/ell, that'• llby I wanted to get you out ot oonterenoe . 
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II: 

HMJr: 

V: 

mtJr: 

II: 

HMJr: 

V: 

llMJr: 

V: 

ID!Jr: 

If 

ID·!Jr: 

II: 

RMJr : 

Well, I tblDk lt le eDM41DalJ' laporkllt Ul4 I wo.S. --
1 woll4er We, 1lbo le baD411DS Sble end of n t or 7011, ... , 
VellL 'he Preeltlent gan ae Ullo 1nfol'lllat1on v1 th 
1lul Hll, but I Ulllllt U -- 1t J'OU dOD I t a1Dd 1IJ' 
it118PU1DS U --I thlnk lt 1 e laportant eDOqb that 
J'OU oupt to brlq U to the Pr .. ldent•e aUenUon. 

I thlnk eo too,. abeolutelJ'. 

And lt I oan be of &DJ' help, I'll be glad to , but - -
I didn 't know Whether you knew ·H and I wanted to tell 
J'OU beoauee there 1e a thing deliberately to scrap 
thle thing. 

I eee. 

to embarra•• the President and you. 

Uh- huh. 

And you haYen't get auch tlme, Henry. 

Yeah. Vell DOW, -- )'OU thlnlt I'd. ·bett.r get to the 
President tomorrow on it When he gete here. Vell, 
he'e here today though, i sn ' t he? 

He' • here today. I-- there'• no time to loee. 

Yeah. 

There 1 • no tlae to loee. 

I ' ll get into lt rhglt awa7. 

All rlgbt . 

fh&Dit J'OU. 

!'bank you, Benr7. 
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!l)(Jr: 

Harold 
<travel! 

HMJr: 

<>: 

HNJr: 

<> : 

HMJr: 

G: 

HMJr: 

H!!Jr: 

<>: 

RY.J r : 

O: 

Hl~Jr: 

O: 

IIHJr: 

Hello. 

Hello, Mr. Horgentbau. 

Harold •••. .. 

Yea, a1r. 

JulJ 25. 1939 
101'9 a.a. 

•••• • • Rogge ot the Department ot Juet1oe called up 
Foley thie morning and wanted to know whether t hey 
could borrow Burtord tor a month. 

Yee. 

Now, I don't want to-- because you ' re in charge, I 
don't want to go over your bead. 

Well , Burtord ie -- il the bead ot our UnJust Enrich­
ment Prooee11ng Tax Div18ion down here in the Income 
Tax Unit. H1s work 1a 1n bad lhape. 

Yeah. 

They have asked that betore and I have decl ined to 
release Burrord beoauae he 1 1 worse needed, in oy 
opinion, where he 1a. 

I lee. 

It' you would-- would t hink otherwise, or course , I 
will 1ee to i~ that be is detailed. 

No, the matter rests with you. 

Well , I would preter not to do it. I -- I ha~ con-
81dered t hat very oaretull:r and I -- I think t hat ve 
need Burtord wor1e wher e he 11. 

Well , t he deoieion reate with ;rou. 

Fine. 

Just a minute. Just a minute, !~ao •• • • • • (brier pause) 
Mao agreea vi th rou, and he e&id the. t B urtord baa an 
aeei1tant down there who 1 e available. 

T'.:tat• a right. Lob.D U there, 1n New Orleane right now. 
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G: 

!IJ.lJr: 

G: 

HMJr: 

G: 

Hv.Jr: 

G: 

HMJr: 

0 : 

!n(Jr: 

G: 

H)!Jr : 

0: 

- 2 -

Wha''• h1• _, 

Lohn. 

L-0- • ••••• 

L-0-H-R. 

L-0-H-M, and he ' e there now? 

And he'e there now. 

43 

\/ell, there ' s no use oompletel7 disrupting our organ1-
ut1on 1t -- 18 Lohn a good nan? 

He 1a a veey good man. 

Well then • •• •• 

I don't think he knows ao muoh or the deta11a about t he 
New Orleans situation ae Burtord, 

~'ell . .... . 

But he's a compet ent man, 

I see, All right. Thank you. 

You 1 re welcome. 

Regraded Unclassified



• 

HHJr1 Bello. 

Operator: Oo ahead, 

Drew 
Pearaon: Bello, Kr. 8eoretar7. 

IDIJr: Bow are 70ut 

P: 

!!NJr: 

P: 

II!!Jr: 

P: 

ID!Jr: 

P: 

111-!Jr: 

P: 

HMJr: 

P: 

!!MJr: 

P: 

BMJr: 

P: 

I'm tine . Bow are you' 

I enJo7ed 70ur oolll!ln toda7. 

Well , thank y~u. I . ..... 

It waa all r1gbt. 

I hope it hadllllll8 etteot. 

Oh, I th ink eo. It'• - It• U take a oouple ot 110re 

Jara -- ahoclte , you ltnow. 

Vell, Utat'a what I -- I've go t eome more c01111ng. 

And-- but we haven't loat yet on tbie 8pan1eh t hing, 

you know, e1ther. 

I wanted to aelt you about that,. 

'they're a till t1gbt1ng. 

It'• got me that th1a trouble over tharo 1n Spain 

would strengthen your hand a lot. 

Did you notloe that th e only loee the Export-Import 

Bank ~~&de -• on a 8pan11h loant 

Yea, I -- I wrote aoaethlng about that ln the ooluan 

some -- a llttle Vb1le ago. 

Yeah. 

A to'baooo loan. Vall, 1a t here anrth1ng ve oan do to 

help out 011 that MY 110re. 

Bo, I -- I'm -- I got eoma -- I don't know it I can 

gln u. I ' a try1ng to get aoM -1 eo that I can -­

eo that I won't set caugllt redbandad. / It I can I' U 

!1'1'8 1t tO JOU, (Laughingly) • 
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HJCJr: 

P: 

I:IMJr: 

P: 

HMJr: 

All rll'at. 

Now, MJ, I VUited ~ -- I -- I'a go111i to !1114 eo• 
aor. e~r1ee on ~t; lout:b AMr1oan 10&11 'bal1ne••· 
I•• - what I'•trnDS to do 1• to ebow t:be 1nequ11:J 
ot the .. ,. t:boee :l.oane were ade. 

Yem. 

How the South Amer1oan gon.r1111ente t1nal17 got any 
aoney. Mr. White proalaed to help me out on •.•..• 

Yea. 

P : •••••• eo•e ot the background. 

I!MJr: 

P: 

HIIJr: 

P: 

IGIJr: 

P: 

HMJr: 

P: 

Yem. 

And eo we ' ll keep t11'e on that. I -- I wanted to aek 
J'OU - - I wae going to oome down and aak to eee you on 
a - - What aigbt be a little bit ot a - poaaibly an 
embarraaeing queet1on, but I don't think it really 18. 

What•e th&U 

We have a tip trom Louisiana regarding Governor Leohe'e 
inoo~e tax and I wae Juat obeoking on it. It eounda 
pretty aoourate , but I didn't want to go wrong on it. 
It waa to th1a etteot, that be had been very oaretul to 
oh&llt up all hi a inoo11e and had put 1t all 1n; be vaan ' t 
oaugbt except tor a eaall a110unt Vhiah waa a teahn1-
oal1ty and didn't really-- waen't reall7 eer1oue, but 
- - but tor the 7ear 19~ he had put 1n a total inooae 
ot "' thouB&nd dollars. 
Well , I'll be perteotly -- 1n the tirat pl&oe, I don't 
know about it, and 1n the noond place, Drew, 1t I d1d, 
I oouldn't tell you. 

Well , I knew that waa very t1okl11h. 

Ro , I -- I don't know a thing about 1t. 

Vell ••• •• (Laugh1ngly) 

And 1! I did, I couldn't tell you. 

( Laup1ngl y) All r1 Btl t. 
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lDIJr l 

P: 

Hl~r: 

P: 

P: 

l:!I'.Jr: 

P: 

llliJr: 

P: 

Hl{Jr: 

P: 

IIHJr: 

P: , 

- '-
Ie 1:b&' ta1r •DOQ&ht 

!bat•• t&1r eDOqb. 

Yeah. 

Al.l r1ght. Let' •• lulow 1t AA7th1118 h.lppene on 8p&1!1. 

o. l. 
Ooo4b;re. 

I ' • on eater groun4. 

Yeah. All r1gbt. 

No, no -- I -- I 4on' t - - I Juet 4on1 t know on th&~. 

Yeah. All r 1ght. 

All r 1snt. 

Thank• tor oall1ng. 

Goodbye . 

Ooodb:re • 

• 
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JOR '1'111 IIIORI!AJ!J'II J'ILU1 

!he lleoret&rJ aet tod&7 With Repreaentat1Yea 

Patrick J. Boland 
John J. :De!11pae7 
Harr7 P. Beaa 
!hoaaa r. 'rol'd 
Oharlea H. LaaY7 
Joe Starn .. 

llfAR 

Penna7lYania 
lev llax1oo 
1111noh 
California 
Yaahington 
Alabaaa 

OOICMIHD 

Ya7a and Ileana 
Rule a 
A81'1oultUN 
llank1ng aud Curreno7 
Appropr1ationa 
Appropriation• 

Jlr. Yhl.te, Jlr, 'role7, and Mr. Dllft1eld. 

Repreeentat1n lltarnea, apeaking aa the head of the 

eaid the group wanted llaoratar7 Morgentbau to urge 

upon the Pree1dent appronl of a 13~ 000,000 PVA appropriation 

to be uaed on a 30 percent grant baa1a. Repreaentat1Ye lltarnee 

aa1d that PYA vaa the aoet popular Gonrnaent program and that 

1t put JaOre people to work ·than an7 other prograa. 'so aa1d 

the Bouae would paea the Bill 1n a a1nute 1f the Preeldent 

would appron 1t, but that the group would not pu$ a PYA bill 

1t the Pr .. 1dent vera going to blue 1t on a 1 ependthr1tt 

Congreee, 1 Repreeentat1Ye lltarnea &lao aa1d that eelt-

11~u1dat1ng projeota baeed on 100 percent loana were not 

popular and would not be liked b7 the oountr7. Be a aid ha 

thought the oountr, vaa 1 aold a bill of goode.• 

Bepreaentat1Ye LaaT7 aa1d that he felt the Federal 

Gonrnaent had a aoral obligation to grant PYA aone7 to thoae 

looal proJeota Vbioh o1t1ee and atatea had a1raa47 authorised, 
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-·-
Rfpreaentat1TO ror4 an4 Beprwaentat1.- Beaa ea14 the pol1t1oal 

a1tuaUon 1D tbeu o-nn1ea would be ba4 1t no I'D appao­

priaUon nre forth-1ng. Othar Mabera of tha groqp eohoe4 

thia politioal foreoaet &D4 Bepreaentati.a 8tarno• aa14 be waa 

not sure that tho .. tea ooul4 be foun4 1n the Bouae to paae 

the 8olt-L1qui4ating 8ill. 

8eorot&1'7 Xorgenthau replied that he too waa thiDIUng 

ot the partr and ot ita problea in the aleotion rear. He aaid 

he knew that oo..un1tiee wrote to Oongreaaaen aaking tor 

eohoole and other PVA proJeote, but that holder• of Go•ernaent 

bonda and babr bon4e wrote to tho 'fre&eUJ'T aak1ng when the 

OoverDMnt waa going to 11•• v1th1D 1h aeana. !ha 8eoret&1'7 

eaid that he knew that taraera around hh hou in Wew York 

aooepted oheoka tor l1a1ng their eo11 or planting winter rro 

-- vtlioh thor would han done anrvar - but that thor gin h1a 

t he dortl. about balanoing tho buda•t. He a aid he felt t.hat 

the 8elt-L1qui4ating 8111 offered a bridge vtlioh a1ght oloeo 

the gap between reoaipte and expenditure&. !hua, he aaid, 

the partr wai ea•e4 troa the aituation of not haTing anr deYioo 

after aeYen reara of def1oit apendlng vtlioh would end that 

epending o•er the naxt tour or fiTe reara. Be aaid that he 

oould not feel that apending waa being out ott too abrupUr 

48 

when O.ongreaa ha4 appropriated t1o,ooo,ooo,ooo tor thU fiaoal 

year -- the largeat total on reoor4 -- plua tha 8elt-L1quid&t1ng 

8111 if enaote4. 
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- FJIIJieaK • lef,., 

= 1' a' oa.c. 
J"u17 22o lt:lt 

loC1 doer ltr, 5eeretaey: 

-

Coll1'1l'lling our telepbona conYar .. uon of 'l!lureda:r 
0 

1ul7 200 I aball brlng tba following CongreaaloD&l tlal.epUon 
w1 th - to 10\U' otflee 10:30 A. ll, 0 llondiQ' 0 1ul)' 24 0 to cU..­
cuee the propoeal to continue the Publle Worko Adalinlotratlon 
untler the prortalona of rq 8111 0 IIR ?2430 the llat followa 
herewith: 

VII, l!w1ng n.o-aon 
..r'obn w. llcConoeck 
Patrlek 1 . llolantl 

v.t'obn D. Dillgell 
v10bn • • DelaDe)' 

J"obn 1, n.pae,. 
ll&rr)' P, -on-a F. Ford 
Charles B. z-"7 

STAT! 

'l'e:raa 
llaaaa.ebuaatta 
PennaylT&Jila 
llleblpn 
.New Torte 
Hnllaxico 
lUinoh 
cal1fornla 
1Jaab1ngtoll 

ll111 taey AtfaJ.ra 
liiQ'a and Means 
waya and lleau 
waya and llaana 
Rule a 
Rule a 
Agrlculture 
Banldng and CUrrenC)' 
AJiproprlaUona 

laob of tho abon 1a a Debar of a ujor CUII1ttee and 
a ...,. aupportar of tbe Adii1D1atrat1on. 

Vol')' a1ncaral7 youra , 

em -
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lt1J.7 •• lNt 

II¥ ...,. llr. Preala.••• 
l 'bouCh' JOU would 'M lnur .. ,oa la 11.11o.U. 

\ba' l ap~, th11 afternoon , 'Mfor~ '!Ill Bou1o 
De-nuo 8\ .. rtnc o-tn... fllo toll-lac aro •= -'Mr• or v.o sw.rtns ao..tn .. a 

~ .... Cl. 8oNCbaa, ...... 
~ 

Wllll&a I . IJl.Ponob, low Yoft 
IJooPOUJ7 

11aPJ7 P. hu, IUlaoll 
OlaftDOo Oanno~~, lll11CNP1 
lol'l Ooopor, '-••" 
fto'MJ'\ CrOIHr 0 01110 

lz Oftlolo Moaborel 

ruuaa a. a.atwu, .ua. 
ISPM).or 

llaa AAIWI'II Toae 
Floor l.oaaor 

.l'oba r . MoOoi'Mok, ..... 
Ohall"'l&&l, CIUGUI 

llo'bor' I.. Dough ton , lo. Car. 
Oba11N&A, 
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Wall Doz17, ll111l1olppl 
Obarl11 I. Pa4411, Poaaa. 
.1'14 .l'olvl1oa, Oll.laboM 
llanla J Olltl, tozae 
Obarlo1 1...-r, Oallfora1a 
WUl.laa K. J.arraboo, la41&aa 
laba r. BoC..ok ..... 
Bo.N r. 11111 v., +tJ"'lala 
IIAloola c . f&Pftr, ClooJ"'la 

•11• u4 .. a no c_. u oo 
14war4 t. f17lor, Oolora4o 

Oba11'M11 
Approprl&Uon c-lUoo 

A. .1. IJa'baVl, Ill1D01a 
ObaliN&JI, 
llul.o1 c..c noo 

Patr1ok l. hlaa4; Penna. 
lb1P 

Tho purpo•o or oalUns .. 'batoN t h ll ~ .. •o 
V7 \o ,., • h approw of 'be •o-oalle4 BUPDOI Pulll1o 
Wo11t1 1111 wbloh 'IJOU14 1a oftoo' prortdo t3ISO,ooo,ooo 
~""''• for pab11o worll.e. 

l ooaoea\I'&U4 f1f1 otfort tn ' altln& 1n ta'FOP of 
JOUI' 8olf·l1qut4&t1nc Pu'bllo ror11.1 Prograa. 

oa loan .. , aftor quUo a lo.,;~ 10111011, o..enl 

.. 

Regraded Unclassified



... 
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- a... Ill' .... Ill ..... 

l 'hPII'\ 7 .. .-14 M hhNIW la lrzn1• 
tala' l • .,......_, 'IU• at'11 w•, Mfon Ual lla11 
Dl I NUl IIMiftJ!c 0.-lU... 'lbe foUIWlJijr aN 
'be I MN II Ule 1'-l'lJW 0.-lUIII 

.. Offtall ........ 

~ pu 111 II oalll.ftlf • MtON \bll ~ - \1 
.,. W .. , - to appelfl If 'be eo-•1114 1\ai'MI 1'1111111 
w.fte atu wbllb ....u ta offl1' 111""141 tMO,ooo,ooo 
lfta\e for JNiallo Wll'klo 

l aOPua'SN'o4 ., of't'on l a Ulklnc 111 ,..,... ot 
1- lolt•Uqd.4aU .. 1'1111111 IOI'kl ......... 

011 loan•• .nor 41&1\e • 10111r• •••l•, ...-..1 

.. 
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Ill f..--f/1-- I$ tellf .... _ ..... 
~-... Jl ......... . 

1..,. 11 7 llllre 
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., .......... ........ .. 
1 ,b,lf'' 7011 .-14 M tawreaw 111 bod• 

Qa' 1 appe&N4, 'bl• an-, •r- tM a.a.. 
Dr UN>Ua lJMft'1Dc o..t•tee• 'the fo11o.r1JII aN 
\M b Ira or 1ibe SW.ftJII o.-l UMI 

b Offtolo lelllarret 

ftae I1U'POM or oallt ... - ,.., _ \bla ~ .. to 
ti'J to .. , • 'o appa ova or 'be -oallell • ...._. lllbUa 
._.. 1111 wblob -u 111 .,.., PI'O"'llle ~.ooo,ooo 
pute for Pllbllo .orb. 

1 • •••1N>w4 ., effort la ta1t1nc l n faftll" of 
1'- hlt•UqllldaUftC ,_.U. WOI'U hop aa. 

0. laa'nl8o after .Ute a 1•18• Maaloa, ...,.N>l 

. . • 

.. 
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TREASURY DEPAR~MENT 

INTER OF1'1CE COMMUNICATION 

Seol'atuT llore...tbav. 

1. B. roL-.r, Jr . 

DATe 1111T 26, 19)9 

For 700Z illt-Uoo -

'!lie •etizlc thie ~with the Boue Dnocrat1c Steer1Jic 

c.-ittee will be at 2 P. l. ill the Bouse ~ee Co.-ittee Rooa w!dch 

is located Oil the ...t COl'l'idar of the p.llery floar ill the 8-

0f a.pre .... tau.,.. 111J11 or the Capitol BoUd•nc. 

'!lie -bot'• of the Staerill& c.-ittee ere1 

J...,.e G. Scnct>-, lnada, 
Cha:t.r.an 

11il.liuo I. Sirorlcb, lin Iorlt, 
SaCJ'Iter)' 

11at'r7 P. Beaa, lUilloia 
Clarence Cla.Doon, 111ssour1 
Jere Cooper , Tenoeaa11 
Robert Croeaer, Cllio 
11&U llou)o, 111aaiaaipp1 
Charlu I • .f'eddie, P-. 
Jed J aim lOll, Oklah.­
llarrio 1 ooea, Tuae 
Char lee lraMr, Ce.lltonlia 
11il.liuo 8. r..rr&bee, 'rm!aJW 
lolm •• llcCarMck, .. aach ..... tta 
Boward 11. ~th, Vir&illia 
kleola C. Tarrer, Cearc1a 

lx Officio lleabora• 

1l1ll1aa 8. JlaDIII>Md, .ua­
Spe&hr 

Suo ~buro, Texae 
noor LMder 

1o1m 11. llcConoack, llesoaehuaette 
Cha:t.r.an, Ceuew1 

Robert L . lloaP>too, Borth Carolilla 
Cha:t.r.an, 
11&1• aod ...... Co.-ittee 

l!dw.r<1 T. ~lor, Colond.o 
CbairMD, 
Appropz iaUoo ec-J.ttee 

A, 1. S.both, Illillois 
ChairMD, 
Ruha Co.-ittee 

htrlck 1. Bolaod, Pollll8. 
'llbip 
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e a.a. 

PrtetpSI 

Oaptl Ql , Mr. Green of tM 8\att Depart•nt phoned 
:reattrdaJ' a temoon abollt 4:~ an4 ea1d tbat Lord R1nr-
4ale would 'be 111 WalhlJ!gton llondaJ'. Jlr, Green wanted to 
lr.now if I wolll4 talk to Lord R1nr4ale and a fr1ell4 of 
h11 wbo 11 with hia, ~e14&1 or We4nel4a7, concerning the 
pou1ble eetablilhaent 1n th1e cOWI\rJ of a pe~nt 
a1111011 t or the purcbaee of aaterWe tor tM Engl1eb 
Go•ernJIIent to be ut1l1&ed 111 oaee of an e .. r,enc:r in Ueu 
ot J. P. Morgan 1ntereete. He eaid it waen t a caee of 
eetting up the procedure to be followed, but all M wanted 
to do wae ~·It queetione and if we could anewer thea M 
would appreciate it •ert aucb. 

§!.Jr: fo ae, Mr. Green ie Juet aero, aero. 

Capt. Q: I go with :rou 1~ on that. 

II!L.,lr: You call up Mr. Green an41 ••rr IOrrJ, 
7011 oan"TT"""iilte &111 requeete froa h1a of tbat nature; that 
it will baTe to co• to ae troa tM Prelident ot the Unital 
8tattl. 

Capt. C: Yea, air. 

I!!Llr: And barring a requeet troa the Pree14ent 
ot the lJ'iiiUd 8tatle, the freaeurr will not act, 11 not 
a•ailable. 

Qapt. 9: I told b1a :reeterda7 I wa• olearing it 
with JOU, 

$8 
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PRESEN'l': Hr. I . P. Chen 
Hr. Loobhea4 
Mr. Ieeah1n 
Proteuor Buok 

Jul:r 26, 1939 
101,0 •••• 

Mr. Andrew B. Ba111 
Hr. Maurice E. Sheahan 

H.H.Jr: ( t o Prot. Buck) I 414n1 t know that :rou were 

H.l-! . Jr: Fine. 

Well, Mr. Chen, :rou have ever:rbody t1xed uP 

Chen: Yea, ve have made reeervat1ona to leave Ban 
Frano1eoo-on the 16th ot Auguet, eo all t he arrangement hae 
been completed. 

a.:l .Jr: F1ne. These are the two gentlemen that are 
going to got 

Xeesh1n: Yes. They &re l!r. Sheahan and !l.r . Bau1. 

B.M.Jr: Have either ot :rou been 1n Ch1nat 

~: Not 1n China, e1r. 

H.g.Jr: Have :rou been 1n any tore1gn countr1eat 

Sheahan: Yes. 

H.M .Jr: What oneat 

She&hanl Mexico, A.luka IUid S1ber1a. 

H.M.Jr: And you' 

Baed: No. 

H.M.Jr: I eee. 
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Xeeshin: Yx. Sheahan ie going over tor t he t hree 
montbe periOd and Mr. Baeai Vlll remain in oommMd. 

H.M.Jr: The reason I asked to see 10u people before 
· you go was I WMted to impreaa upon you that we are very 

much interested; that this is a ver1 important mission, 
a.nd that While tbe United States Government oo.n • t officially 
go bs1ond llhnt we have done in helping the Chinese Government 
get you people, we have been at it tor months and did not 
lightly a.rrive at the Keeahin organi~ation . 

We took them after looking the Whole country over and 
the whole lite blood or China depend& upon giving them an 
erfloient and honest transportat ion s1stea~ now that they have 
spent their good money with us. They bave the trucks. They 
have the kind or trucks we think they ought to have , and the 
next t hing is t o cake those th i ngs tunotlon. And I wanted to 
l e t you !mow that both t he President and myaelt are tre:.en­
doualy interested in this mission, and can't i mpress upOn you 
enou6h the importance, and each day ao another port becomes 
blocked, it beco:~es more and a~ore importan t to these people 
that linea or oommunlcntlon be kept open. 

I just wanted t o eay that to you so tha t you would 
know lt isn't Just a commercial proposit ion, but t here i s a 
great deal more behind it, and I have learned enough Chinese 
ph1looophy to knolf t hat 1t 1sn' t just today, and t he next 
day , and t~e next , but i t's the next 100 years that are a t 
atalte in the F'ar East. It we can help these peopl e in t h18 
way, you men are having a pa.r t ot what will or won't happen 
ln the next 100 years , and they are putting up a magnltloent 
tlg.'lt agaJ.net all kinds o! odds and I want to do everything 
I can to see tbat they get real aervloe and t hat we make 
good on thia. After all, I want t hem to feel that the 
Al:erloan eng'lneers c <m1ng over there - - Aalerloan mechanlcs 
-- t ha t t hey are ~e best and t hat we don't want to let the~ 
down. 

I will be glad if you men want to ask me any ques t ions. 

Keeshln: I might say t his , tha t both these men are , 
ln my opinion, in both experience and practical experience, 
t he beat two that I know that could do the job. They have 
an ob jective and that ie to bring about a transportation 
eyetea~ down there to bring the materials ln. I have set a 
quota tor them that I hope that t hey will be able to ao­
oompl l eb, and that 1e t o bring out a min1mu.. or 3500 tone 

co 

... 
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ot tung oil per 80nth, With t he fUrther thought and idea 
that they are aatttng t ha linea -- they are aetting the 
transportation linea tur the future permanently, 

I have the utmoat oontidenoe. They know t hat any 
additional help or a4vioe they will need that I will be 
at their call . I have assured Mr. Ohen that I will render 
any additional eervioee, and not only myeelt, but my 
ooopany. A.tter 6 or 7 months, 1t 1t ehould be neoeeeary, 
I lul.ve assured Mr. Chen t hat I will have to come over myself. 

H.M.Jr: Getting the urge I 

Keeehin: I would like to go right nov it I could. 
One thing I wondered, it it would be possible to have a 
letter tor these men t o our Ambaaeador' 

H. •t.Jr : Sure. 

Keeehln: And I also had thia in mind, because ve 
want to avoid all interference t here and get a clearance f 
right away so as to eliminate any difficulties t hat might 
range over various state r1ghte. They have their provincial .., 
rights , etc. First, a letter to Oenoro.l Chiang Ko.i-shek, 
so that they could sit down and m~o it plain that t hey are 
there to do a job and want to elimlno.ts as much difficulty 
as poesible . 

H.M.Jr: I will see that you ge t a letter trom Mr . Hull 
to Aobaeeador Johnson tor t hese men. We will try it the 
noroal way. 

Lochhead: I vtll do 1t through Mr. Haallton. 

H.!~.Jr: Yea, and as ror a letter to General Chiang 
Kai-ehek, I think t hat should be tron Hr. Cb.en • 

.Qh!n: Yes . 

H.M.Jr: Ia th&t right' 

Chen: Yes , sir. Dr. Buck will go back wi th t hese two 
gentlemiiil:' 

H.M.Jr: He ' s going back' 

Chen: Yea, as rar ae Cbunglti ng. Hie {Keeshin) concern 
tbey-vr!l cooperate with theee gentlemen one hundred per cent 
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to facilitate t he vork, gtve t hea all the tacilitiee, eo 
they will also reoeive &8&1etance trca Dr. Buck. 

R. M.Jr: Ot course , I don ' t know-- I oan take care 
ct the letters t rom the State Department to our Ambaeeador 
and getting the letter trom Mr. Hull ie what they ought to 
have, but letters to Chiang Xai-ehek ought to oome trom ••••• 

Buck: It you teel you could write the letter to 
Mr. Chi ang Xai-shek I would think it would be very 
advan tageous. 

R.M.Jf 'What would I aayt You dictate t he tind or 
letter you t ink I ought to send and let ae take a look at 
i t. When you go out, :you write t he kind ot letter you t hink 
I ought to send. You and !~. Chen oo=PQee a letter tor me; 
the kind or a letter you t hink I ought to sign. 

Xeeahin: It would ba very helpful. 

R.M.Jr: And it it looks all right, I'll sign it. 

Buok: I had a meeting with the Minister ot Communica-
tions t~y betore I lett, July 4th, and I mentioned thia 
matter and he vas very enthusiastic and he said he would 
give these men all the taoilitiea and mnke 1t possible to 
get t he work aooompliahed. 

H.H.Jr: 'Well, are t he:y going to cover both the route 
t hrough Indo-Oh1na and the one to Nan.ltJ.ng and Rangoon, botht 

Chen: Yea. 

H. v..g:: Do I understand that the wood oil trucks Will 
be running oe both plaoest 

Chen: I am at raid not, beoauee ve don 't know the 
aituation-!n Hongkong. Maybe tr:y to bl ock the route trom 
Haiphong to Rongkong, so we have been figuring on having 
r e oerva t1on o. 

H.M.Jr: Row many wood oi l truoka will t here be? 

.2l1!n: We have ordered 1, 000. 

H.M.Jr: And the:y won't have anything to do with the 
otheret 

~: No. !hie il only part ot it . 
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Because it would be a waete ut t heir energy 
make uee or t hem on t he whole transportation 

£3 

Ohen: The obJect or t hose gentlemen to go to China 
i s to grve-advioe and on the whole problem or transportation. 

Xeeshin: fhat •e right . Beoauee both or them have 
much e~>erienoe. Mr. Baeai ,haa hed air service experience 
duri ng the war and truck transportation experience, while 
l·tr. Sheahan oo.rere both truck, rail and water, and I did 
no t knov until last night that we even have a pa.rachute 
JU111por With ue, - Mr. Bassi hero . 

H,\I ,Jr: Really1 

Xeeeh.1n: So between t he two or t hem and this t hird 
man Who 1a going 1n on the machinery eet up -- you know 
there 18 a third aan goi ng? 

H .l~ . Jr: Mr. Basal has been with Standard 011? 

Basel: Socony Vaouum. 

Xeeshin: And also has been engineering our properties 
to r the past eight years. 

H. H.Jr: Do you speak French? 

Bassi: No , I talian -- some Itali an. 

Buck: On this In.do-China pa.rt or t he picture, 11' t her e 
i s oome'iitter t hat could be given t o the authorities there, 
I think it would be advantageous. 

Lochhead: French authori t ies? 

Buok: Yea. 

H. l{ . J r: I tell you what I would do . You (Ohen) send 
your triend Wellington Xoo a telegrBIII and tell hilll to go to 
the Vioe President ot t he Indo- China Bank who went out t here , 
:: • • !..awrenoe, and get Well i ngton Xoo to send Lawrence word 
t hat these tellovs are coming and t hat they should t ake care 
ot the111 . That' e the 111an who went out , ian' t 1 U 

~: Yea. 

. . 
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Loobhea4: Monnett arranged tor U\111 to go, 

R.M.Jr: Ha ' a baok in Parie, and it he lalew theee 
gentlemen are coming, 1 t hink he would beoauee they know 
railwaye, An~ the~ they ought to get a letter -- Well.ington 
Koo ought to g1 n them a lett er to the Oonmor ot Indo­
China. Haa the new one come out ther et 

Lochhead: I don ' t think eo, 

H. M. Jr: There is to be a nov Governor• one friendly 
t1> Obina, ao it be vould get a letter to tbe Govemor of 
Indo-China, plua whoever rune the railroad - - but Wellington 
Koo can do that very eaeily, can't bet 

.9l!.!l: 1 think 80. 

H.M.~: Well, it he can ' t , let him go into see 
Aabaeaadorllitt and we ' ll fix them up, but I vould aend 
a telesr= to Wellington Koo and let hi m get through from 
the French aide and if he had any trouble he could go in to 
see Ambaeeador Bullitt and he could fix tbe~ up. 

Wnat other things do they needt Letter to Chiang ltai­
ahek, a letter trom Hull to Johnson, letters to French Indo­
China. They don ' t need any letters to tl1oholeont 

Lochhead: I wrote Nioholeon yeeterday and told him 
these gentlemen were coming over and asked hlm to give them 
every cooperation. 

Sheahan: Any neoese1ty tor entre to t he Bumeee 
Government? 

~: Yee. 

H. M.Jr: I have never talked t o the Brit1eh. !hey han 
been ao cooperative I think we bad better leave them alone 
and 1t they got Yi.nd ot the tact that they bought all American 
truoke, American gaeoline, I don't knov hov they would feel. 
They have been all right eo I would leave well enough alone. 

~~ What introduction vlll they have it the• go 
down theref 

H. l-I .Jt: They vill have to got it from the Chinese Gov­
ernment. At er all, you oan get them a letter t~m our Consul 
General at Rangoon. Get them that. Once they go out -- atter 
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all, the Ob1neee Oon~nt ¥111 ban to ott1o1&11J take oara 
ot theD, but we ¥111 g1n thea all ot 1:ble bee14ee and JOU 

. (Loohhead) vr11:e a letter tor ae to 11obllllon and 1t :rou 
( Bael1 and lbeabaD) want to 'WI'Ue •• JOU bad better vrue • 
through N1oboleon. In f aot , an;rtb1ng you want to &end me 
you bed better eeD4 through R1oholeon. 

Nov, what elle oan :rou tb1nlt on 

Loohhead: I th1nk that oovere it prettJ well, Ot 
oourae, througb Rioholeon you(Baeai and Sheahan) oan keep 
oo~unioating beoauee we have a speoial private oode and it 
goes ver1 raat. Ve are not ver1 t ar ava1 as long as JOU 
keep in touoh With lioholeon. 

B,II.Jr: I v1ah I were goi l18 alons. 

Regraded Unclassified



. ' 

this. 

PRESE}o"T: V.r . llhi t e 
Mr . Cotton 
Mr . Lochhead 

July 26, 19}9 
11:10 a . m. 

H. M.Jr: The reason I wanted t o see you people is 

The let t er i s all right with thi s exception - t h i s 
is Colocbia t hat we are t alki ng nbout. I want the l et t er 
rewritten wi t h this in view, that I want to l ay do~~ t his 
orinci ple , t hat I won 't do, out or respect to ~lias Cbeuncey, 
a blankety- blank thing in any South ~rican country un t il 
t he Stnte Departl:ent vUl say to me that they went the 
Uni ted St a t es ?reasury t o go ahead and treat wi th a countr y 
on f i nanci a l matter s 1n e~ctly the eaoe way as when we 
were t r enti nt; ll1 th England and Prl\ncc with r egnrd to the 
Tripartite Agreement. And I want to establish t hi s pr ece­
dent , and I aon•t want t o have anythi ng to do with any 
country until t hey say t o me t hat t he financ i al arrange­
menta o.re 11 Tr easur y mat ter , and until they will give me 
a formula on how the St a te Depar tment ic eoi ne t o handle 
t he private debts , Government debt Olled to our private 
citizens , I run very sor1•y I >~ill not proceed . I am not 
interest ed. I am doi ng i t t or cetully a nd I want t o put 
1t in ther e . 

I t alked to the Presi dent about it t hi s corning . I 
sai d , 1You know, v~. President , we are r i ght where we were 
in Bra~il and one ot these days they will come runni nG to 
you a t tor some La tin Ameri can country has done some bi g 
deal wi tb some t'ac!st countr y . The Stat e Departoent vlll 
eay, 'For God ' s sake, save us !' I t hink i t is unfor tunate 
t hat we have to wai t t or that to happen.• But that ' s what 
i e going t o happen . And he eaid , "You ar e right .• 

I sai d , "I did whet you told ce to do lfi th regard to 
1:r . Wollen, but I am t elling you t hat not hing will happen 
until ther e i s some b ig calao1ty;- Some bi g deal i s put 
acrose wi th some South ~~ericon country end nome tao i s t 
count r y,• and I said , 1 I t hi nk it ' s a tragedy you have to 
wai t tor t hat to happen. " 

Cotton: Your two conditione here our financi al 
transaction• are in the hands of t he Treasury and you 
hove to be aatiatied t o know Wha t the St ate Depart ment 
is doing about t he pr i vate debt. 
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H, H.h: I WIUit to aay to thea that thh 1a the 
t onaula I u going to tollow in rerrd to ey country 
that they are aelt1ng • to help. WIUit to 4o it formally 
and Tery carefully. I Will g1vo you 2~ hours on it. As 
I underatand it, I don't lmow whether you mow 1t, that 
Ambanedor Braden went ah&a4 1n Ooloabia and tried to do 
bue1ne•• and he aaid to hell With the pr1T&te debt and the 
State Department 1a outraged to think he would go &hea4 
and d18regard the pr1T&te debt. fb1e I wa8 told with1D 
the la8t three days. Re vent ahead and nov the State De­
partment ia outraged because when Welle• vas here you heard 
me say this: "I want to lay down th1e formula tor two 
reaeone: One, to force the1r hand, and 8eoond, to do 1t 
for the record. • 

Vhlte: And I wonder 1t th1e 1a What you han 1n 
mind. !lie thing may be JO&de a 11 t tle more com:;>rehenein 
80 the pol1oy can be 8et up of What you would want to 
pursue. It 1e neTer been done ln wr1tlng. 

R .M.J~: You know wha t I haTe 1n m1nd. You agree 
th1a 18 an 1 eal oppor tunity. 

Cotton: Yea. 

H . !~ .Jr: To !)llt down ln bla.ok and white hov I feel, 
before I go 1nto a country I want to have the -- I don't 
want Herbert Fe1s to out my throat 1n the middle of a. deal, 
and before I go 1n -- and I don 1 t want th18 bondholder• 
oonm1ttee or the State Department -- and that 's why I 
have alvaye ea1d When I am dealing I Will nenr get 100 
yarde tram the \fh1te House so I can get there Ju!lt as fast 
ae aoa8body else oan. I want t hea to 8ay that they want 
me to go 1nt o Colombia. 

All right. fben, what 18 tbe toraula ve v1ll tollovr 
When I epoke to Vellea about Coloab1a he e&id, "Oh, that'• 
a epeo1al eituat1on.• And t he kind ot letter I want to 
write, taking tor granted it wil l reach the publ1o, not 
through me •••••. • 

White: Therefore, the pol1oy should be made t hat 
you would like t o pursue. 

H,M. ~: But thi8 1a a ewell opportunity. 
kind or thi I've been vait1ng tor. 

Juat the 
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White: !'Will po1Dte about the letter that occured 

to me. ~ I doubt ~t the)' want the lt1114 of loan 
vh1ch u 1n41oate4, and I don't th1Dk the)' vant a loan 
against collateral - ~e)' want a gold loan. 

H.M.Jf: '1'hat1 1 un1Japozotant. 'l'he 111pozotant thing 
11 to uee th 1 aa a Yeh1cle t o eetablieh a precedent. 
Let Fole)' eee 1:h1a lettezo befozoe 1t go11. I vlll giYe 
you until Frida)' morning 10 JOU can do a good Job. 

Cotton: One thi ng. On the private debt a1tuat1on 
you want to say -- JOU want to know What formula t he State 
Department ia pursuing tor aettlementt 

H. H.Jr: No. Before I will etart negotiations w1 t h 
any Latin 14ir1oan countr7 ln regard to financial ald, 
I want the State Depar~ent to g1Ye me,ln advance, the 
formula that the7 Vlll pursue in regard to theee parti­
cular cou.ntr1ea on the debt owing to our private citizens 
and pending Whether I feel t hat that ia reasonable or not, 
I will not proceed. 

Wb1te: Do JOU want to go a step further, because 
that le~taken bJ 1t8elt, it would be impoeeible to 
know What your po8it1on 1a. I am wondering it t he letter 
could not be 80 phrazed, v1 thout 8tat1ng 1 t too boldl7, 
to 1nd1aate that 1t ia JOur op1nion that it 18 not worth 
'While to go forward unle8a -- in other worde, unleee the 
policy 18 euah t hat JOU think JOU can. Some 1nd1oat1on 
ot vhat you think the proper policy should be. 

H.M.Jr: I don't say t he State Department should 
not ~:~&ke representations, but llbat I aay le t he)' should 
be reaaonable, and Just a8 I told Mr. Wellee, when the)' 
follow this polloy or inaisting on 100 cente on a dollar, 
it1 a 1Japoee1ble . You have got to take into account 
What can the country afford. 

~1te: Yea, fake tor eX&IIple Colonb1a. Our man 
Haneon iii&de a lengthlJ etud7 of What he thought the)' 
could afford to pay. In other worde, the aeeUIIPtlon 11 
not at all warranted that ve do not toel they can't pay 
anything. 

H.M.Jfi: No, don't put me 1n tba poeit1on -- look, 
uelng againrar.ll, I know vhat happened in Br azil . 
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For three weeke they eide-traoked me while they put a 
piatol to the head ot poor Warren Pierson, 'l'ben Welles 
oame to me, 'Henry, as a personal r avor, without dla­
oueaing what haa happened, the rights, or wrongs, I am 
asking you to see Mr. Aranh& at ll o ' olook tomorrow. 
Ae a personal tavor t o me.• I aai d, •on that ground 
there ia only one thing to do and t hat ia say yes.• 
That oould not olose t he thing. He eald, 1Don• t let•a 
disouaa the pros and oona, but just sa a personal tavor.• 
I did 1t, but I dnn't want to get into another one. Arter 
all, I don't have to be slapped on both oheeke and k1oked 
vhere I sit down without having learned a leason. 

Bet ore I go in I want to know it they are going 
t o be reasonable about Colombia'• debts with our private 
o i ti~ens and it they are, I will proceed. I t hink it's 
perteotly all rigbt tor the State Department, but tor 
them to say that until these oountr1ea will pay 100 oenta 
on t he doll ar, whether t hey can pay or not, ve won ' t do 
bue1nesa with them with ~ per cent or the world doing 
bualneee on barter, -it' a Just oh1ld1eh . 

Lochhead: It they would Juet race t he situati on. 
There are several formulas tha t could be worked out 
that would be talr, but they are just talking 100 per cent, 

H, M, Jr: It you tallows vh.1p something into shape 
by Pridsy morning ••••.• 

White: Here ' s something on Colombia in case 1t 
oomos up-?Or d1soueeion. 

R. J.!.Jr: Everybody underatandt 
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Preeent: 

llr. ro1e7 
Mr. lloReJnOlde 

IDl.Jr: I read an article in the New Republic 
laet night and in it it mentioned people oloeel7 ae­
eooiated with McNutt. Tbe7 mentioned a Mr. McHale, 
who ie head of hie ~ Club. 

I got in touch with Harold Ot-ane. 'fold hia 
to look it up and read the New Republic article, which 
wae on page ~. and he and Ire7 were around thie aorn­
ing and had the stuff out and f ound McHale in 1932 had 
nothing, but it rune up in three 7eare until he bad an 
income of tao,ooo. Abo the eaae thing ae Greenlee -­
lot ot etook in breweriee. It eeeme in Indiana there 
1e a eort of monopol7 a~ 701.1 can ban onl7 eo 1111107 
breweries. Looke like exactly the ••me pattern ae 
Greenlee. And he did a little bit better, and being 
a lawYer he geh t&,ooo enry three 110nthe for adYioe. 

'fhe7 are looking into that oaae. 
tax paid on hie etook in the breweey. 

There wu no 

I then told thea to look into it further and 
into the whole queetion of breweriee and the .... a. c. 
Board and we -., baYe a YetJ intereetlng eituation on 
our banda. J:rtdentl7 if JOU were on the ine1de i n 
11133 and oould ~t a breweey a lioenee, it wae worth 
f reta 1~ ,000 to t7o,ooo a year and 1t keepe on. It 
1a good ae long ae tbe brewery keepe ite license. 
We m&J haYe another Pendergaet oaee on our hande. 

117 interest, beeidee baYing people P&7 their 
taxe1, I don't want t be Preeident to get too much in­
Yohed with any one man. Bl&t I am not going to tell 
Juetioe a thing until we make the oaee -- if there ie 
a oaee. 

oOo-oOo 

-I 
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July 26, 1939 
ll:ll a.a. 

RMJr: Bello. 

Operat or: lfallaoe i a waU1ng. 

IIMJr: Bello. 

Henry 
Wallace: Hello, Henry, 

HHJr: Yea, Ben!')". 

Y: Henry, th18 morning a gro\11) of about 4o Congreumen 
and Senators from t he eouth called on me with regard 
t o cottoneeed and oottoneeed- oil. 

ID{Jr: Yeah. 

lf : 

Jll.!Jr: 

\i: 

!!!!Jr: 

lf• 

HMJr: 

If: 

The upehot of t he meeting vae that I arranged to haTe 
eo:ae or our experts meet with them up on the Bill at 
tvo o'olook this afternoon. 

Yeah. 

We had about an hour•a oonTereation, in vhioh they 
epent a large part ot the time telling me hov dee­
perate the situation with regard to cottonseed-oil 
vaa and - - and dieouaeing varioue types of action. 
Our type - - some of the typee of action .nioh they 
mentioned were of euch a nature that I felt that 
repreeentat!Tee from both State and Treaeury ehould 
be in on the meeting thil afternoon. 

Yeah. 

And they thought eo t oo. 

What do they want to do lover or raiee the taxt 

Oh, they have a Tariety of propoaale. Tbey vent -­
they would like to baTe federal aurplua commodity 
corporation buy oottoneeed, vhiob would put u1 in 
tbe oottoneeed-oil buaineea in a big vay. 

But • • •... 

Tbat • 1 one propoeal. Another propoaal 1e that ve 
buy oottont eed- oil. Another propotal il that ve 
adopt certain -- let Congre•• fix up certain amend­
... t , to t eotion 22, vbioh, in effect, would abut 
CNt - put an eabal'IIO on oo.petit1.... ta t • and oil•. 
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Vell • • • .•. 

And another proposal 1e t h& t \<"e should take special 
action with regard to making it poseible tor Germany 
to puroh&ee -- to purchase lard. You eee, lard and 
ccttonaeed-oil a re s t rictly interchangeable and 
ccmpetitive. Lard substitutes are made almost ex­
clusively out ot cottonseed-oil. rbere•s eome soy 
bean o1l •••... 
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What do they want to do, grease the way tor Chamberlain? 

All • ••... 

Did you get that? 

V: Yeah, I got it. (Hearty laughter) 

Hl!Jr: 

li: 

II: 

Hl~Jr: 

H!!Jr: 

1/: 

IO~Jr: 

All right . 

(Laughter) I hope so. I (Laughs)- I -- by the way, I 
notioe our Bri t ish friends sort or ran out on us in 
China, didn't they? 

Yeah. Hell, I expeoted that , 

Yeah. 

Ah ••• .. • 

\/ell, I -- veil, the u tter had a signUicance , it 
see~ed to me -- the t h i ng they ~ere proposi ng had a 
significance greater t han the Department of Agricul­
t ure, and I thought other folks -- and there vas such 
a big gang ot them here, and ao aany called up and said 
t hey would like to be here but oouldn't get away from 
Committee meetings, t hat it looks like t he thing is 
the ma jor -- a r ather major poli t ical aove up there. 

When • s the meeting, Henry? 

At two o 'clock in t he House Wayn and Means -- in the 
House Ways -- in the \•lays and Means COCI.'ll.i ttee room in 
the Oapi tol. 

Wel l •••... 

Judge Hobbs or Al abama ie aort ot running t he show. 

Well , I' ll send George Haas up there. 
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I -- I'll be gle4 ~. 

,1 ... 
Anrth1q elee? 
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No, I think tbll -- on thd thing we weN tallt1ug about 
yeaterdar, that went throtagll the Senate, aa I under­
stand it, and I got intormat1on -- one ot our boya 
gave me intoraation thU IIICl' n1ng to lead me to think 
that it1 e going through on the • •• ••• 

Good. 

••• •• • --on the Rouse end. It t hese boys do acme ot 
t he t hings t hey want, Vhf •r guess is that there's 
119 or 120 million tor replenishing the stock -- we'll 
leaYe a -- we'll - - we' l l at111 be abort or funds, 
1! theee boys get What ther want. 

I aee. 

They're putting on plentr or pressure. 

\fell at least I-- I didn't want you to be •••••• 

Well, you were -- you were certalnlr splendid to l et 
1118 know 'he el tuat1on. 

ilo. 
And I want rou t o know that I l!ppreoiate 1 t. 

.Ul right, Henrr. 

They atup -- I got verr good reporte on the staap plan, 
br the way. 

Vondertul I 

I -- acme ot the detail• and get in trom Rochester 
aa to inoreaeea and conau.pt1on and eo on, are -- vall, 
they're verr heartening. 

Good. Well, I'a -- I 1a delighted. 

Yeah. 

!banlt you, Benrr. 

Ooo4bre. 
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HMJr: Hello. 

Ju1:r 26, 1939 
12:28 P••• 

Operator: Mr. Dougbton. Go ahead. 

HMJr: Bello. 

Robert 
Doughton: Seoretaryt 

HHJr: Talking. 

D: 

E :Jr: 

D: 

HMJr: 

D: 

RJ.!Jr: 

D: 

m-!Jr: 

D: 

Looking tor you and Mr. Oravea and Senator Harrison 
here to have lunch with me at 12:4?. That • a rigbt, 
Un' t i t'l 

Yeah, I vaa going to leave here in about a minute and 
a h&U • 

.U'.I. right. Colle right out to the Ways and Heana Co• 
mlttee room here in the Capitol. Pat and I vtll be 
right here. 

.Ul right. 

Right here on the -- you knov Where it 1a here in the 
Capitol. 

Well , I can tind out. 

Second tloor, right here on the Capitol. 

o. It. 

Wa:re aDd Means Coi!Ciittee room in -t he Capitol. .Ul 
right, come right on. 

. ' • 
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!!JJ.Jr: Hello. 

July 26, 1939 
4:19 p. m. 

Operator: Secretary Hull coming on. Go ahead. 

PJIJr: Hello. 

Outsi de 
Operator: Just a moment please, ~!r. Secre t ary. Mr. Hull is 

coming right on. 

!1!-:Jr: liell , why can 1 t you put hlm on? 

Cordell 
Hull: Hello, Henry • 

. ,,!J r: Hello. 

• : I understood t hat thla Bri t i &her ~~ i s coalng over 
her e , you know, from-- t o look out about ,urchaeea .• . 

rn.:Jr: Yea • 

!-)lJr: 

l! : 

;.:z:Jr: 

H: 

m:Jr: 

H: 

•••• thnt --just to get a sort ot an lden abou t setting 
up a systen of -- ot purchas ing , he wanted t o talk to one 
ot your men t her e . Not to ask tor anything a t el l in 
any way, but j us t to get n sort or nn i dea about bow 
t o set up one of those organizations . 

Yen. 

And I take it -- my tellowo hero all t hiru< i t ' s all right, 
as just a matter of courtesy. At leaet t hey want -~ 
t heir Captain wanted t o talk wlth your man over there . 

~ell , Cordell , t hla is what I said . If you th i nk I'm 
bei ng unnecessarily fussy, I' l l forget i t , ~~ton 
account of t he -- my experi ence on the Prench business, 
you see, I did sort of wan t it to go over the ?resi-
dent 1 s desk. 

Oh, I - - I see. 

Beonuee I-- I did get in such hot water with that ••..•• 

Well , that was while t he y wer e buying , wasn't it? 

Exouae me? 

Wasn' t that while the y were actually making purcheeee? 

..,..-
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Yea, ,. •• 

!h11 - I 1184entood thll fellow 414n1 t want to 'bu7 a 
thins, he 414D't want to aell anJ'thins , he Ju•t van'-4 
to sn a eon ot a •-cue lclea about bow to orpDlr.e oDe 
ot thole purohaalns aseno1ee. 

v,u, lt lt 11D1 t aeklng :rou too noh, 1t :rou'd -- lt 
:rou'd write ae eo I'd haYI eoaet~1ng. 

Yee, all r1gbt. I'll be glad t o do t hat. 'lh.at' • 
that• • all r1gbt. 

I t :rou' ll vr1te me about lt ••.•. . 

Yeah. 

• , •••• wh)' that' • good enough t or ... 

.Ul r1gbt. I'll wr1te :rou tben. 

But I ' • llke a •lnged oat, I - - I ' • Juat a little bit 
t1a1d. 

Yea . Well, I -- I wouldn't want to get you 1nto any 
trouble. 

Well, I'm sure you wouldn' t ever. 

No. 

But l t :rou'll Juet drop •• a little note I ' ll be glad 
to ooapl )' w1th your requeat • 

.Ul rlgbt. 

!hank you. 
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m!Jr: 

Cbarlea 
Edieon: 

f!J.~Jr: 

E: 

ill:Jr: 

E: 

£: 

HHJr: 

! : 

Hl!Jr: 

E: 

m·:Jr: 

E: 

!!Y.Jr: 

E: 

Hli.Jr: 

E: 

HJ.!Jr: 

Hello . 

Hello, Mr. Seoretar7. 

How are you' 

,rul,. 26, 1939 
-:27 p.a. 

Well, I'm going to live. How are you? How do rou 
lilte the beat? 

It's all right as long aa I don't go out, 

(Laughs) Yeah, tbat •e right, 

Did you get that little .obit? 

Yea, air. And we're very happy t o be able to fix you 
up with -- with a plane. 

other 
Ah - I 1 m generous, I 111 g1 ve you m7/ Locltheed in ex­
change. 

Just a big-hearted boy I {Laughs) 
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I'll tell you, I told the Preaident I think I saved you 
6 million dollars, on tha t armor plate. 

Yeah, I think you did. 

And this is Juat . a little oomm1aaion on that. 

(Laughter) All right. llell, we ' re happy t o go along. 
I ' ll tell you, there's t bia about it. 

Yeah. 

We have a -- we have a plane thAt was bought tor 
Admiral Ooolt'e use. 

Yea. 

4t least he bad to have a plane, and that th1nv ia 
t a1rlr well t1xed up. However , it ' a about a 7ear 
old and we are getting eome new planes, seven new 
planes, t hat will be delivered a r ound September. 

Yeah. 
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And they are - - oh, not quite ae taet , but they'll go 
190 cruising and a little better tor an occasional 
paeaenger - - I mean, you know, vhare you don' t uee 
it all the time, because you can eee -- it 'e a h1gh­
v1ng type. And it you' re in no burry tor 1t, llby 
that•• probably the better-- better •••••• 

What make 1e 1tt 

God, I ' ve forgotten . I -- I didn't ask, , •• 

It - - it -~ well, I tell you, what I'd like t o have -
i f you have the money, see - 1e one of these Lockheed 
twelves. 

A Lockheed twelve. 

Yeah. 

Yeah. 

18 

That'& vbat I mentioned to the President, They ' re not 
-- they' r e not as expensive ae eome ot yours and they 
make just What I want. 

Well now, we have thls plane over t here that you can 
have -- oh, right away. 

No, I -- mine will do me until we can get this one 
ordered. I ' d l ike t o order a new one. 

Well then, I'll see what th1e other · -- What t hese aeven 
are that are coming 1n. He saye that t hey are beautl­
tul plane• arid they're very comfortable and very sate. 

tiell ••• ••• 

They may be Lockheeds, I don't know. 

llho -- could you -- do you want to deSignate somebody 
that I can contact -- have Admiral Vaeacbe contact, 
or would • . • ... 

I 
Yeah. Well, Adairal !over• baa been ln,oontaet v1 th 
Vaeeche already. 

Oh, baa bet 

Yeah. 

' 

Regraded Unclassified



: 

E: 

l!J.!Jr: 

E: 

HHJr: 

HJ.:Jr: 

E: 

!ll!Jr: 

HJ.!Jr: 

E: 

I!!{Jr: 

E: 

m:Jr: 

E: 

HMJr: 

E: 

- 3 -

A4miral Toveref 

Yeah. He'a the head ot the Bureau ot Aeronautics. 

Well , What I ' d like t o do. I'm golng to leave on my 
vaoatlon next Tueaday and I'd llke to get thla 
atraightened out betore then. 

Yeah. 

Do you t h ink that would be poeeiblet 

Ob, sure. That is • • ••• 

I dropped everything tor you , - on t he arcor plate. 

Well, we go t your plane. You oan have 1 t t his a~te.r­
noon. Aa tar aa tha t goes , you oan have ,.,. plane. 
(Laughs) 

No , I don' t -- I ' ve go t t hie plane and I'm going away, 
and I ' m all right it I Just knew t ha t one vas oomlng 
along in t he next couple or months. 

Yeah. 

And I did - - I mentioned to t he President that as tar 
aa I know, I th ink that the small Lockheed whi ch rune 
around, I think, 50 t houeand dollars, - tne Al'llly has 
Just bought tour • ••••• 

Yeah. 

And t hat's What I'd like to get unless t here's some­
t hing bett er and thie doesn 't -- the beauty or t his 
Lockheed is it oan ge t in and out of s~all a l rporte . 

Yeah. I eee. Well , I' l l eee what t hese seven are 
that we're gett i ng and • •• ••• 

Have you told Towers about 1t? 

Oh yeah, he's been working on it. 

'lfell then, I 'll tell Waesohe , and 1t you don't mind, 
before I go i! I don ' t bear !rom you I may oontaot 
you again. 

Yea. Yell, I'll -- I ' ll ge t right - - I'll have t hem 
get right a.~ter it and eee i! Yt ' ve go t a Lockheed 
twel ve on order. 
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HMJr: 
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Hl-!Jr: 
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HMJr: 
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!bat'• lbe point. 

It va haven't there •:r be qu1h a 4ela7 1n getting u. 
het 

Yeah. 

On the other band, I do lmov that be aa1d tb&t ve ba4 -­
tbeae aeYen are on order •••••• 

'l'bat u:r be Juat Vbat I vant. 

• • • •• • t hat ' l l be ver :r good &n7Va7. Or it 70U vant one 
rlght any, ve can give :rou one t b11 atternoon. 

llo, I don't -- I don' t -- I'• goi ng ava:r and vlll be 
gone untl l the tiret v eek ot Septeaber and I don' t 
need an:r plane , but I'd like to have one coalng along, 
t hat vaa all. 

All right , ti.ne . Well , I' l l have Tower s vork vith 
Waeeohe and tr:r to ge t you a definitive anever before 
:rou go ava:y, 

Thank you eo .uch. 

All right. 

Goodbye. 

Goodbye . 
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l!l-!Jr: Bello. 

Ja!7 26, 1939 
''Jl. P••· 

81 

Operator: Admiral Wae.ohe. Go ahead. 

HHJr: 

Ac!Jnlral 
Waeeohe: 

HMJr: 

W: 

!G!Jr: 

W: 

!C!Jr: 

HMJr: 

W: 

lll!Jr: 

V: 

RMJr: 

II: 

~!Jr: 

<1 : 

HMJr: 

Hello. 

How do JOU do, Mr. 8eoretary. Waeeohe epeak1ng. 

Hello, Waeaohe. I apoke to the Prealdent about a 
plane. 

Yea, alr. 

And be wrote out a 0811lortndWI to I:.Uaon saying that be 
wanted 111e to have one. 

Yea, air. 

And I Juat spoke to Edison and be aa1d he'd talked to 
Towere. 

I lee. 

And that Towers baa been in contact With you! 
up 

Yea, air. He called me/thia afternoon. 

Nov T- t1ret be tried to palm· ott one a year old, which 
didn't interest me •••.•. 

Yeah. There ' s a f ourteen --Lockheed fourteen Which 
the7 han there . 

~ell, t hat ' • too big. 

Yeah. 

Tbie one that you aent me up t he catalog on, 
one I want. 

• 

Yeah, you -- I -- I vaa going to aend you up aooe in­
formation, even before Tower• called me , on thil 
Lockheed fourteen. Ot ocmrae, tbet Lockheed twelve, 
you realize, 1e ~lar than tba plane we have. 

Yeah, not IIUCb aaller though. 
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Yeah, but you're tamlliar -- I Juat wanted to make 
eure that rou. klaev •••• • 

Yeah, I know that. I don ' t - - I under stand that. 

Yeah, I aee. 

Now, but -- he says he's got seven planes oom.1ng 
through. 

Yeah, he told me rive are the Douglaa DC five t ype. 

Vhat 18 that' 

Well I've had -- Towers ie een41ng -- I ' l l get a memo­
randum over !rom h1•• He oalled me up about three 
o'oloolt. 

Yes. 

And I asked him 1! he would eend me over a memorandum 
giving me all the data on these DC rive Douglae, the 
t1rst delivery or whioh ie 1n September. 

Yeah. 

Giving t he same data wh1oh I gave t o you i n' t bet memo­
randum about the t wel ve. 

Yeah. 

And I'll have that sometime t h ia evening. Now, these --but 
however, t hese Douglas planea •..•• 

Yeah. 

...... are a larger plane . .... 

Yeah • 

• • • •• than-- than yo~ have at t he present t ime. 

I aee. 
A Lockheed t en. But nevertheleee they - - aooording to 
Tower a , 1n h1a opinion, they're more suitable tor 
t r anaport purpoee• t han t he Lookheed t ype , but t hey 
are a larger pl ane than evan the D -- than even t he 
the ~n• that we have nov . 

Yeah. 
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I thought that aa soon ae I got t hat data •••• •• 

Well , I oan•t •• •• : 

•••• • tro~ him thla evening • •.•. 

Sometime tomorrow. The onlr rueh I vae tn, I wanted 
to have something to tell the Prea14ent thle morning, 
vbloh I 41d. 

Yeah. 

But i t you could l et me know sometime tomorrow. 

Yeah. Nov, 'overs vent on further t o ear that it t he7 
vent to t he Lockheed people t o bU,J a t vel ve plane ••••• 

Yea. 

•• • •• • that he didn ' t know how long it would take t o 
make del1verr and eo forth. In other words, he vae 
discouraging me all he could on the Navr purchasi ng 
a twelve plane . He orrered -- he had -- t he two 
solutions which he orrer ed mo was th1a present DC -­
Lockheed fourteen which t hey have •••••. 

Yeah, 

83 

•••••• and which they've had about a year , and the other 
vas one or these Douglas DC five planes . The7 have -­
which they have t our or rtva under contract, be said. 
There ~gbt have been mor e t han that, but he said 
t our or rive. The tlrat del1verr vas expected in 
September. · 

Yeah. 

Nov, I aeked him t o aend me over all the 1ntoroation, 
bo th on t his Lockheed fourteen t ha t he apoke abOut, 
and also all the data on t hle nev Douglas DC five 
plane . 

' Y~ah. Well, When you've got t hat t omorrow,, KiVthe me a 
ring. !her have one whion le a year old ov~r era. 
Yas , air . That'• -- he said a little leas than a year. 
He Juet returned h1~eelt rrom a tri p down south. That 
vaa bought tor -- t or t he Aeatatant Secret arr, I 
believe. 
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84 
I know he told me 1t was bougbt t or some Admiral . 

Well • •••• 

I d"n't know what the Lookheod tourteen 18. I don ' t 
know what, 1t 1 a lllte. 

Yeah. Well, t he Lookbeed t ourteen 1a practically the 
eame plane that -- t hat Hugbee tlev around the world 
ln. 

Oh, yea. 

I t ' a a-- 1t 'a a better-- ae a matter ot taot, yeat er­
day when I t al.lted t o our people- lbwenu.n , when he got 
me that dat a , he euggeeted that he thougbt you would 
be more pleased wi th a tourteen. That vas even betore 
we had any contact vi th the Navy. 

Yeah. 

!he tourteen has cyclone eng1nee; 1t 'e a t aster pl ane 
and a larger plane t han either t he t en or -- or the 
twelve. 

\'/ell, maybe ..•• Well , we'll look them over. 

Yea, air. 

What do you t hink? 

I t hink - - I think 1t' a - - I think it 'a worth while 
looki ng i nto this -- this Lockheed fourteen t hat t he 
Navy baa. He eaya 1t1 a leu t han a year old. 

Yeah. 

And i t • a a larger and more povertul plane t han we have 
now. !here were a tew buge i n that t ype which Towers 
said have been ironed out on t hia plane. 

I eee. I see. Well, euppoaing you have your people 
look and when you 're ready you give me a r ing . 

All r i gbt, ai r. I'll do that. 

But we're-- out ot that I'll get a plane anyway. 

Yeah. All right , air. 
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I a1apl:r feel tbd t hia plana being tour :reare• old, 
I'd llke t o get aoaeth1ng • •• • • 

Yeah. Well, ! overe told me, or oour&e, he'd gotten 
inatruot1ooe from Edleon, and - - that he va a ready 

85 

to turn over right avay th1e fourt een or one of the•• 
D.O. f1vee in September ae eoon ae t hey came in. He 
felt that it vould talte aoma time, poaa1bly, t o go 
through t he formali ty or malting a purohaee of a tvelve. 

Yeah. 

And he didn 't knov vhether t hey had any 1n etook. I 
asked h i m 1f he didn ' t have eooe 1n etoek and he &aid 
he'd v1re out, and I ea1d , 1 Vell don't V1re yet unt11 
I l et you knov.• 

0. K. Well, let1 e e1t t i ght •••••• 

Yeah • 

••••• and see vhat - -what t heee --Douglas looks l ike , 
and maybe tha t Lockheed four teen ie all right . 

Yeo, sir. I t h ink t hat - - I think that -- 1t'a be well 
to look i nto that Lockheed fourteen. I ' ll have our 
people do 1t after I get t he memorandum from Towers. 

Right o. 

All right, sir. 

\'hank you. 
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Charles 
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£: 

lll.Ur: 

E: 

Hello, 

Hello, Hr ••••.• 

Hello, Edison. 

July 26, 1939 •:•2 p.a. 

Oh. Say, I don't want to diaturb you again, but I've 
been in oontaot again with !over•. 

Yea, 
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And he aaya that what we have coming around September . ••• 

Yea. 

•••• • ia a Douglas DO tlve transport . 

Yea. 

Which is t he very latest thing t hat's-- that's out. 

I see. 

And he eaye ~e thinks it' a the kind that'~ going to 
lnteep t he field. 

Really. 

He aaya it's a-- slightly taater than t he Lockheed 
twelve. 

Yea. 

And ia a much eater plane, and it can get in and out 
ot a1rporta - - 81!1811 airpOrts - - it oan• t ge t 1n and 
out ot oow paaturea •••••• 

No. 

•• • •• any better than t he Lockheed, but it can get in 
and out ot amall a1rporte rather better than the 
Lockheed, 

Yee, 

It 1 1 a little more comfortable, and it'• --he thinka 
it'• going to aweep the market and that the air and 
transport people are going to Juat buy 1t. 

Regraded Unclassified



IC!Jr: 

HMJr: 

E: 

!l!!Jr: 

E: 

!..1!Jr: 

E: 

!Car: 

IJl.!Jr: 

E: 

HHJr: 

::: 

H>!Jr: 

- 2-
87 

Vall • •••.• 

And he think• ~u1re getting a - - b:r tar the better 
plane. The DC -- or the Lockheed twelve is a - - is a 
type that 1a a little bit obeoleeoant, 1t'e on, the va:r 
out. 

I eee. 
on 

And that ve haven't an:rforder. 

I see. 

And that it would be probably be eome delay, but he'• 
going t o give a11 that dope to Vaeaohe. 

Fine. 

And we 1 11 try to fix you up . 

I'm ever so much obliged. I a ppreoiate the troubl e 
you 1 re taki.ng. 

Not at all. 

Thank you so muoh. 

Glad to do it. 

Thank you. 

Goodbye. 

Goodb:re. 
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Ret Proposed Tre&wry Deoiaion 1D nlatiDD 
to Stat ion 102 oaaea. 

llr. Gra't'8e accOlljiiUlied the SeOl'tltar)' at this conterence. 

The party bad luncbeon 1D the llo\IM DinJ..a& RD.- aa gueata ot 
GoQCHa-.> Douchton and ret\ll'lled to the latter's nt'tic. at about 
ltSO. 

111 the diacu.eaion which tol.lowd both Seutor llarriaon and 
Gongrea._n Douihton atat.ed that wb1la it w e ob11.ewt~ neceaaary 
tor the TreaaU17 to rerlae and atrenjrthen ita iDatNctiol>a to the 
peJ'SODQOl ot the Bureau or Interll&l ReYe,... with relation to ..... 
ariein& Wider Section 102 it aOIUd be 1De4Yisable to gi,.. too a~ch 
publicity to the •tter at th1s tt.. They Cll.lled attention to 
the Yer)l' tuorable iapreaaio1> upon the bueiDeaa world g&~>eral.l¥ 
which bad been creat ed by atste•enta -.de by the Secretory at the 
time when the Revenue Act ot 19S9 waa under cona1darat1ol> and they 
atsted that t hey hoped thet thia particular •tter could be handled 
in ouch a way ae to aYOid deatroyi.Dg thet lood iapreaaion. 

Secretory llor&aotbau -.de it clear that the Trea8Ul7 was not 
reaarding Section 102 aa being a aubatitute tor the undiatribut.ed 
protite tax which - s no• el1ainated Wldar the prortaiona ot tba 
ROYaoWt .let ot 1~91 that Section 102 bad application o~ to 
iostanc.a 1n •hich corporations abould retaiD earn1nga be)'ODd the 
r-nabla needs o.t the buaineas tor the purpose of Oll&blin& abera­
holdera to nade eurtaxee on their 1ad1Yidual 1Dcoeee; and that 1n 
ita adaWatra tion ot the prortaioDa ot Section 102 1t would be 
the pollcr of the Treasury to aYOid aqt.b1ng that ll1&bt ._ck ot 
wnrarranted peraecution ot corporate bual..naaa enterpdaea. 

Seutor llarrlaon and CoJIIH8aall Dousl>toll axpreeaed tbouelYee 
as aatiaCied that the TrMIIUr7 would adii1Diater the prortaiou nt' 
Seotiol> 102 U th proper zoecard to the point ot Yi n whicb they bad 
exprssaed, and t he Secretar)" adrtaed the• that he wOIUd 1 tUote~ 
iaaua the Tre&•Ul'T Decialon (copies ot obi.oh bad ear liar bean aupp.Ued 
to Sene tor llarriaon and CoJIIH8S_, DoU~hto~>) , which bad been d.retted 
to plooe the nn policy into affect. 
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II•• Propoa-.1 h'Maw")' Deolalo11 1a rel.at1011 
-.. •n1011 101 ..... 

llr. Gr&fta oc""''p'nl-.1 \bo llecret&rr at t hla oon!er•oe. 

!he pony bad lancb- 1a U.. ~~ou .. Dlalac 1!- aa cu-ow ot 
Co.,.r .. _.. ~""" aCid :roturn-.1 t.o the latur'• ottloe at about 
lo~. 

Ill U.. d1aCIIa01011 which follow-.! bo\b s.nator 11an1- aCid 
ConcreeMAII Dolacb""" ot.Ycl U..t llb1la it • • obnoual;y ,. . ... .....,. 
tor t.llo ,,....,.117 t.o ...n .. aCid at~ ita 1not.nlcUolll t.o the 
porooMel of \be aur-u or LDul'll&l Re,_.o wl tb relation t.o oeoea 
ar hlnc Ulldor S.ot.l.oll 101 U 1001.1ld be l.aadYloablo t.o lift too .,ah 
p.iblielt;y \a \bo .. t\or at \ble tiM. !bo7 call-.! ot\cnt ion t.o 
tho Yo:r;y ru orabl o t.prouion u- the bu.1noae •orld ,..,.rall.7 
wbi oh IMi4 be<NI Or.&t-.1 b7 otat•enta Mdo by the llecreta:r;y at \bo 
tiM when the PIYoauo .lot of ltSt na under oonaidoratlon and tbo;y 
at.llted that the)' bopod thet tbio po.r t1C!Ul&r •tt&r oOI.Ild be b&ndl-.1 
1n a~aoh a IN¥ •• w awid d .. troyf.JII thet aooc1 1aprooa1on. 

leOJ'lr\ar;y .,rc•theu - it cloar the t the !rau u:r;y • • oot 
rocArclillc S.ot1oo lll2 • • belac a auboUwta tor tbo undiotrillut-.1 
prot i\o tax •bleb ··• DOW ol.la1.aa t-.1 unclor the prorloiona ot the 
p,,_ .lot or lNt1 thet S.otion l OZ bad applicotioo olll.1 t.o 
1natoaooo 1a which oorpontlooa abould :rota1n O&rll1aca bo,.,ad the 
r.&-l>la ....So o! \be bwoinNo f or the i)UrpoOI of oaablf.JII at.r.­
boldero t.o ....SO ...noaa .. \heir 1ad1rld..U 1n-•l u>d tbat 1n 
ito ec!el • lot.rou .. or u.. proYiaioDO or llootioo 102 it wOI.Ild be 
tbe polio;y ot U.. ,,......,. t.o awlc! &QTtbllll \bot ~ -clt or 
wt .. rr&Dtod por-u .. or oorporo\a bwo1noae enterpriaoa. 

s.aat.or 11arr1- alld ~·- ~t.. up:roaoed U>oaaolfta 
a a oauarw U..t the 'tHa1Nr7 1ICNld ad!Uaiowr tho proYioiou or 
S.ot1on lOt t1\A ,..,., :roprcl t.o the point ot Yiow oblah tbo7 bed 
""""aaod, Olld the ""~rotary ad'tlw-.1 t.b• thet bo oould s.-c!l.owl;y 
hauo tho !reaau:r;y toole1011 (eop1oo o! ..,lob load oa:rl lor bean ouppllocl 
t.o S.not.or llarrleoo ....S ~- Dotcbtoll), obicll bad - ~ 
t.o pl.Aloe tho an pollq lat.o etten. 

II'IQa• 
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July 25, 1939. 

llll!ORANDUlf FOR: Secretary lforgenthau 

SUBJECT: Propoaed Treasury Dee1a1on to eatablillh 
procedure tor adain1etering Section 102. 

In reaoonse to your recent re~eat eonveyed throusjl 
l(r . Harold Gravee, I have furnished him with certain 
atat1Stieal data on d1 vidend d1atribut1on. ThU material 
may be useful in eonneet i on w1 th your considers tion or the 
proposed Treasury Dee1eion in whieh are listed the eond1ticne 
under whieh corporation• will be examined to determine the 
aopl1cab1lity ot the penalty tax tor 121e unreaeonable 
aeeumulation ot earnings provided in Section 102 ot the 
Revenue Aet. 

The p roposed Treaeury Deeia1on appears to be satistaetory 

90 

in the rom i n whieh it was revised at Mr. Magill ' s suggeetic:n. • 
Sor.te suppl8111ental 1netrueticru to revenue agents may be 
necessary to 1neure t.>te adequate examinatic:n ot large 
corporations since eueh corporations typieally distribute 
in dividends a higher pereentage ot net income than do small 
eorporat1ons. 

The proeedure established by the proposed Treasury 
Dee1sion ean r easonably be expeeted to 1nerease the 
effectiveness ot Seetion 102. It is suggeeted, however, 
that too mueh should not be exoeeted. ot i t or other 
administrative improvements tor Ute f ollowing reasons: 

(1) The ta.x provided by 8eet1on 102 appllee 
only when the method used to preftnt the imposition 
ot Ute personal eurtax is the aceumula t1on o t 
earnings beyond the reasonable neede or the 
bus1neea. The tax does not apply 1n those eases 
where the protite are plowed baek into a growing 
bus1nesa . Furthermore, the tax i e not intended 
to apply in the many eases where avoidanee ot t he 
personal surtax ie a result but not the purpose 
o r the retention ot earnings by the eorporat1on. 
8eet1on 102 1e 121ue not a substitute t or a 
general und1atr1buted prot1te ta.x. 
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(2) ICtteaUn ~Ueatlon ot lleoUon 102 
to the ••••• eonbllplabd ln G:le law .. 7 renlt 
1n hardehlp to l lliiOCent OOI'pOI'a1:1one alnoe 
1 ntent or purpoae la Yei'J' dlttleul1: to de11eN11111 
ln •• ttore ot thl a lr.ln4. A great deal ot prote at ••1 be anUalpated 1t rtgoroae antoi'O-Dt le 
atteapted. 'fhe Board ot 'l'u Appew an4 the 
courh will probab1.7 be generoue w1 th tupqere 
and prone to reTeree the Coaale~1oner 1n the 
nuaeroue borderUne caeee where the taxpaJere 
a1ght be 1Mocent. It J1A1 accord1ngl7 be 
ant1c:1pated that onl7 the aore clearcut caeee 
will be euoceeetul.l.y subjected to the 8ect1on 102 
tax. 
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......... 1 .... 

. U l ... ._. Ia - Mht' I W::41a tW8 - '•• 
tM •• Ill --~ fll 0 'Wl- ... 1118M tM _,,_ 

fll .............. "'" -- ... _ ...... Ia '"'J..e fll 
........ ' ................. ~-'-laltw ... ••u.-· ........ ~ 

0 

1 ea.aq ... , ''= ..,. .._ • ta,> w-•• &a • 
• • ._.._,....~ ••L•U.t.~~~~., •• ...... .,. ''r 
&a--.tM Ia -a.. tM _,,_ fll ..... Ulree 1 11 Ia 
ail I ltla. .t.lttl # fll ..... , ....... - fllftelal ..... , 
.. h •-.111' ...s- ... tMF .. -- _, ............... ~ aa ... .--...._. 11 

It l$0& wtU, ~-• .-. .. tM ._.._ '# v•= Ia , 
e.&aa, .... u ..... iaAl •• ... ••• ... • ......... fll ... .--1 Ia-· " ...... '*'-F Ia ........ fll ... .... 
_.._. t1 .._ .. ..-~. tMJ' .SU w tnM '-an. M heW• 
aM tM ~~If tMS. 'lleit. 

Jllr ..- lultr ..,_,._ tM- ftl tM Ulree-­
~•. a '=• •: .. 1 . aa.a, .,.& e. •.11111Ja•-· _._ 
0 ltM wt\t .................. lUI, lw ........ llllalllo 

.,,.. teoalJ' .... ! 

•· ·-u .. .-.1-. ..... M'lllla fll ....... _ Aftaln, 
..... 1 a • •, 
...... 0 .... 
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lieu ••• 

Ia.... = te ,_ ,....., tw .....,.n.u .. _,_.. ,._ 

- a.&te& ....... " 11- • .,.., ,,.. a "' taw ' 11 -

a. a '"• .._ .. .._., _. o. •· ,_ ,..,._ ., leo'*'' - · 
pefta&l .. a a a et ...... tiiMa - - .._ •leetel. .,.. 

• ...., ., • __.., ... at ..... ouw ........ .,._ " ... 
ou..tloa. aa Ula loan ..UtW ,__ \a _ .. , a.l• 1.a IIW 

_,.. ... , .. ~-
... etten -. ta aal•,...,. \llaaa - h aa ,..,, ...... • ' 

Ula llbrao\ •I \M '-d-. poopla ta ..,. .... 1.,_\ fll ,_ 

"-•"*"•• or•'- la - llaa\ -• ,...&'lil a. liMa ,.. -

111116- fll U. .... ,_ e1 te qar•U• to U.. Wa fll 

ataa l M -"An' ... , ,_ wiU ...... - t.UU" \a --

.,._., ta ..._ ' ' -. .. lr .-.1•• al - _..,, poaol'lll a -- Wl ............. 

... "all'llt ...... 
Old-. lal ¢ t a ..,..., • 

I {tllpad) B. IIOI'IUtball, h . 

(Taken b7 hand down t o Room 194 
tor Prot•••or Buok) 
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._ •u ~ ._ ,.-.~_ "' ou,. n-.... a .. 
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................ "--.. ·~-Ia! ......... ,.. u ... , ....... 

........ , .......... " .,. .... , ..... ..,_u-, .............. 

....... ...a-. .............. ·~· ..... 
1'-lr --· 

(Signee! I 8 . MOtl!~ll\haU, Jr · 

(! &ken b7 band down to 
Rooe 19~, Pr ot. Buok) 
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.1. to1•C"8 (M, 1)11.) of hq 216, 19)9, tro. U.o .U.r1.­

.t.aaooa4Dr at 7arh r..a. .Uo-UallT •• tolloftl 

Oa h.l7 25, \Ill .I.Mrioaa .l.lollaooa4or 111a0M4 w!.\1:1 11u Jo u4 

"'lllq\OD roo (OIIialll .l.lobaooa4Dr to Jftaoo) a t *loh tiM lhm u4 

loo oo14 that ,..,. •• }ll'aotloallT Doao of tbo Olliaooo 01IJTID07 

otabiUaUoa taa4 r~aac •' tllat oD aoooaat of tho tut that \Ill 

.,. of two -41'14 a1llloa traaco •• aot •oach \o llllPPOI't tho 

Chlaooo 4ollar \Ill hiDOh Ootu-t wo Dot wllUq \o a4n.DGo \bit 

.,. ao 1t W --" to ""· 1aa aa4 roo oa14 tllat \Ill heaoh aicl>t 

bo iDd».co4 t o a4n.DGo thio two -41'14 aUUoa trODco u4 .,..,. ~ 

If thoro oooal4 be .... lip \bit a441 Uoaal ooohtuco woul4 'be o·ta!.l­

ablo troa Qreat Jritaia oa4 tho 'Oa1to4 ltatoo. !U7 r ...-!a4 tllat, 

al\houcl:l tho JriUah W. oa aoCOUDt ot tho tact thot tho tin a!.lUoa 

pna4o .-oaoo4 1a llo.roh lla4 'oooa 4ra1ao4 oo opoo411T, retuo4 t o 

1atrod».co 1a Paru-t a •• bill prort41ac t or uotber a4n.DGo to 

tho ot&liiUatloa ta4, tho7 ( tlla Jrltlah) w ul4 o1p aa aero-t 

ahortlT to .noaA to Cb1aa - lllllloa po=4o ot uport oro41h to 

bo uo4 tor 8U1ac yarobeooo Ia Qreat Jlrlt&la, llu &a4 1oo both .,.. 

proooo4 tho opialoa tbat It woo •ttor of Yltal ~· tb&t U.o 

Cll1aooo otalllllatloa tu4 \1 ootabllaho4 .,.Ua oa a tii'D ...,..P baoh 

to roa4or U s.- to tvtber attaoa 'lllloh Jopaaooo &4 otlloro 111&1:1\ 

-ra. !U •ral etfact ot 01:11•'• trletl4o pwiiiC turtbor 114 woa14 'be 

••1'7 &l'•t, \1117 ..-raa. Ia now ot tb& rocoat aero-•• bot-
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Orea\ Jrl\&la _, 1..-. 0.\..,.n-l .. --• 11M \Ma 11•• U.o 

OlliM .. .t.&Ma ....... 1A :r-Ma U..\ Ona\ .. 1\&la 11M 110l _pheloe4 ~­

to wUIIhol4 ouppod hoe U. 0111» .. 4ollar, leo o\eeno«. 

loo Ulu 1aqulro4 fill U. .t.Mrlou .t.a)aooa4or ..... \1111' tllo 11oUo4 

e-.too OoYtralllt ccnll4 ut ~· \o 0111M s-tiaoq pl4 .. ~ 

otllt for pvcbaooo of Olllu" ollYor f or 4ollY..,. 117 Olll.M balf a -

or a ,..... loner. !M .t.aorlOOD .t.abaooo4or olq)l'lo"4 \Ill opialoo \lilt 

tba q~WtUOD of tba '11114oa1ro'b1llt7 or 4oolro'b1llt7 fill nail oeUoa 

would ROt coao up oo ho U.o"Q&ht IIIICh ooUoll .U4 ut 'bo lopl. 

loo told lotor - ._,ldac wUII a oocro~ fill U. -lcoa 

llabaoo7 tbat thoro wro on 4opoolt at tho proo•t U• 1ll forel.p u4 

Ollluoo 'bollb 1A tba Br1Uoh aad J'rooell CODCooo1oao at f1 ... to11l t-t7 

a1111oll OliDGOO of o1lnr 'boloaciDc to tho Ch1.1llll Oot'tl"UIIlt. hpl71JIC 

to a ~ot1oll ba tOld tbat bt Ull4orotoo4 llO cooodt11nt ba4 been _,. b7 

tho Br1Uoh to ooo1ot tba Japouoo ill obta11l111C tbit o1lnr. llo •• 

&llld..,... to blow lbatllor 1t would ut 'bo poool'blo for tho 11al.tod '"'"" 

OoYoraoat to 'baT tlllo oilftr ad help ill ~ or-to fer lh 

1111-\ t o .t.aorlco. 1oo tbll - tba ..._.,uoo tho\ it ~- 'bo 

tbo""'t t o 'bo poool\lo for tbt llqlor\-~rl lolak to onoa4 to 0111• 

oro4lto \o 'bo ue4 for tllo •-toUoa fill M O\llotr .t.aorlcoa .-dlt7 • 

col4. fbo .t.aorlOOD --~ told U.\ ba coatl4oro4 \bat u.o p-OPoool 

appooro4 _,.,., fouiful aa4 tbt\ p-o.-'bl7 oullocUoa w'lll4 ""' \o 

lopl. leo told tbat 11o .U4 1-.4Jatol7 ook till Ch1aooo 1111l1oUr of 

1'1- (hac) for 4ofWto iaot....,Uoao ooaooralac p-ocloo propooalo 
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UllUM lta\ee ,h.,,,.. .. __ , 0..U ci'" a .. l ... U• \a ~· •tter ul. 

tllilllt OYer - ..,. •\lloou fll .. ll•Uac 1a u.. aiat- fll • 

eta\le CIIII'HMJ la GIISaa. 

· · 97- e 

!be AMrlou •=)=·=•.- r..-•'• i u\ru\1- la n..,-4 M t.U 

t1a4 of r epq lt.ol ell.tnal4 - la \he ..,...,, &iolllt.ol ooul4ere prolUl.e, 

tlt.ol\ lt.ol h queUOM4 tvtlla' llJ loo ea4 laa 1a repr4 \ o \Ida •Uer. 
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DUE: 

JO,, 

Mer1oen .. baee)', Berl1Jl, 

Julr as, l9s&, 3 P·•· 

898 

8'1'RIO!LY OOIJ'ID.rTUL, 

l o . 50 for Tr ... IIUI'J from R•~· 

Reference 1a .. de to the labaaey 'e telegraa Jo, 

653 of July 14, ? P·•· 

It baa not be~ poae1ble for tha Eabaaay to find 

out whether anr .blerican banka ha•• a e yet conaented to 

lll&lte atandeti ll credit linea aY&ilable for Br•en cotton 

98 

fir .. for the f 1nanc1n.g of ahipaenta of .blerioan cotton 8 

to Spain, It ie known, howe•er, that aeveral of th• 

are atill being urged to make thee• oredita a•aileble. 

The Guaranty Truat Ooapany r epreaentatiYe in Berlin 

admitted that hia bank 1a being aalted to f i nance auoh 

ahipaenta . He aald ~at he had declined eo far, ainoe 

hi a banlt' a general poliOJ had ba~ to retuae oredl ta f or 

any but •no~ export bualneu•. More laportant, talting 

in oonddcation t he international a1tuat1on, hla bank 

waa trying to atudr unueed aa large a part aa pouible 

of ita atandatill oredit linee ao that the grounde of 

the oredit being •una•ail&d of' could be uaed later on 

for d1aoont1Jlu1ng euoh part, 

On thia aue .. ttc an approach baa be~ aade to ~· 

r epre .. otat1Ye of the latlonal 01t7 Banlt. The replJ ll&4e 

to 
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DEPARTMENT OF STATE 
WASHINGTON 

July 26, 1939 

Ptrtonel and Qont1dent1a1• 

II)' dear Mr. aeoretar.r: 

.:c1 

In pureuanoe ot an oral reque1t aede b7 Mr. Jollph r. 

Cot.ton, Jr., who, 1t 11 underetood, 11 aaklns tor 7011 a 

ot.u4,l' ot aatter1 relating to the qu .. uon ot llu .. 1an debte 

&114 ola1ae 118&1~t the Bonet 11n1on, I aa enol.oe1ng bare­

nth a oop.r ot a ••orandua dated lloYeablr 111, 1933 eetuns 

tortb the eubetanoe ot the eo-called Glntleaan'• Agreeaent 

bl tften the Pr .. ident and Mr. Litrtno't' relating to the prob­

lla ot debt• and ola1ae. 

The oontent1 ot thil Mllorand\111 han neYer been aade 

public. It would bl appreciated, ·therefore, 1t you wUl 

a.U eure that thl oopJ turn1ehed herewith 111 treated ae a 

h18hl7 oont1dent1al doo-nt. 

Bll1en -· 

The Honorable 

Blnl')' IIOJ'61Dthau, Jr., 

aeoretal')' ot the !'ri&IUl'.l' • 

( Por enolollll'l, 
11e toUOwins PIIP ) 
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Ooatlt.D\W ... ....._, 
loftalle;o 11, 1111. 
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amiQtLX MtmllfiAL. 

1'RE 11BITI HOUIII 
'f&lblngton 

Moveaber 16, 1933 

llr, 1.1 tnnov, at a llilletlng w1 th t.he Pruldent, the 
Aet.tn& lleoretaJ')' ot tb.e 'l're .. ul')'~ and llr, Bullltt, u48 
a 'pntleaan'• IISNIMnt• with tne Preeident that oftr 
and abon all alalaa or the Soviet OoYirnaent and 1t.e na­
~1onall aaa1nat t.be Oon~nt ot the Unite d Statee and 
He nat\onale, t.he Soviet Oo\'lrnaent will p.., to t.be 
Ooni'Nient ot the Unl ted Statee on aooount ot the 
''renetT debt ~r otherwlee a eua to be not leee than 
a?s,ooo, ooo, 1n the rora ot a peroentaae abon tb.e 
ordlnarJ rate or 1ntereet on a loan t o be grante~ to it 
bJ \he Oovernaent or the United Statee or ita nationale, 
all other ola1ae or t.he Oonrnaent ot the United Statee 
or lt.1 natlonale and or the Oovernaent or the Union or 
Sonet loo1alht Republioe or ita national• to be resar~Sed 
a• el1a1nated, 

'l'he Preeident ea1d that he believed oonrldentlr that 
ha oould pereuade Oongreu to aooept a eua or tl5o, ooo,ooo, 
but that. he reared that Oongreee would not aooept aDJ 
eaaller eua. llr, Lltvlnov then eaid that he oould not on 
hie own aut.horit.,y aooept aDJ auoh m\niaumt •• hU OoYern­
nnt. had alrea<\Y etated that. 1t. ooneldereCl thie eua 
exoeu1ve. 

llr. Llt.•lDo• ea1d that he had entire oontidenoe ln 
t he ra1r-alndec1neu or the Preeldent and rdt eure that 
'lltlen t.be Preeldent had looluld lDto the raote be would not 
teal that a eua greater than t?s,ooo,ooo wee Juetirted. 
8o tar ae he pereonallr wu ooncerned, and nt.bout aak1ng 
aD1 ooaalt.•nt, he would be 1nol1ned to .,dviu hle Oovern­
aent. to aooept tlOO, OOO,OOO 1r the Preeldent ehould etlll 
conelder euob a eua ratr. 

llr. Lltvino• aareed to resaln 1n 'tfaehingt.on atter re­
euaption ot relatione and to dieouee with llro llorgent.bau 
tD4 llr. ~ll1tt the exaot eua between t.he 11aite ot 
•75,000,000 and tl60, 000,000 to be paid by tbe S~le t 
Oovenwent, 

[IIIll.t\alell bJ J'.D.L and a.~:.J 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUN.ICAT10N 

DATa July 26, 19}9 

TO St~oretary JOOr genthau 

' "o" Mr. White 

eubJe ot : Colombia 

The ~ppended memorandum on Colombia, prepared by 
"!r. Hanson or this Division, diseusae8 Colombia' s debt 
~na her capacity t o re~me payocnta on her defaulted 
·oli ~ tiona. I have not bed e.n opportunity to consider 
:n• ~4tter c"retully bu t l!r. Hanson ' s cc.nelu8ions appee.r, 
·n • • e b~s18 or the material pre aented, t o !lie to be r eason­

ble. 

:lebt e1tuat ion in Colombi a briefly i e 88 ! o llCM8; 

l. Coloillbio. has an 
(p~co equals 57¢) . 
ously. 

internal debt or 77 mllllon pesoe 
Th is deb~ has been serviced eont1nu-

~ . Sl.e has an external short term debt o f tl9 mllllon 
contracted in 19)0 . Thls debt is also bei ng serviced in 
full. · 

' · Sl'>e he.e llll external l ong teN! debt o! bpproximat ely 
' 160 mill i on. uost or this debt i8 i n dollar bonds. About 
a lt the debt consists or nati onal government obll'e t\ons 

t nd halt or local @.OVemment obll@ll ti ona. !lot all the 
doller obliga tions are held in the United Ste tee but ~ore 
th~n halt are eo held. (A compl et e de scription of :he debt, 
ter. s of t re 1r is sue rnd purposes are in the ~ppended o;emo­
randum.) 

4. Colombia ia now in complete defaul t on her long term 
exl.ernal debt . Partial default be~<oin in 1911 and complete 
default in 1931!-. The lnte rest on her detaulted external 
deb t has nor. rea ched $22 mi llion . 

5. Lope~~ , ex-Pres ident o! Colombi a , i a now in the United 
Stetes attempting to obtai n eettleoent in the hope ot ob­
taining ne w credits if such settlement c~n be made . 

' .. 
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6. 11r. Haneon ooncludu trom h1a analyell that Colo•b1a 
1s 1n a poe1t1on to make r eaeonable eett le .. nt on her 
external debt 1nYolY1ng payment ot $2 a1111on a year , 

7. Colombia' e t1nano1al e1tua t1on 1a fairly eound. She 
has had a balanced bud~t t or tour yef re and buelneee and 
tore1gn trade oond1t1one are good. 

s. Colombia baa t25 a1ll1on ot gold an d produou about 
$15·m1ll1on ot gold a year. 

106 
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TREASURY DEPARTMENT 
l 

INTER 01'1'1CE OO !o!MUNICATION .: 0 7 

DATa Jul,y S, 19)9 

TO lfr, ifhiW 

"''"' llr . Hanson 

Subject: Colcmbi&' s Capaoit:r to Pay Dollar Obli£ations . An Analyeie 
ot the Obstruction to Expansion of our !Xports, and a Debt­

Settle ont Plan that Would Clear frn1 tbe Obstruction 

1. 1 estimate that Colombia ' • capacity to pa,y defaulted oxiArt'.&l bonds 

aoounts to !!2. 000.000 annu.oll,y. This 1e calculated on two basus 

a . Availability or dollar exehan· e !or trane!or, and 

b. Budgetary capacity to pa.y. 

~Sl,:~~5cf,~~~;y7.~~ on national gove,.nt dollar bends or 
~ gc .... nnont sterlillg bonds or 101, 500,000, gu&r&IIWod .. 

tbe A~ rieultural Mcrt~age ~nlc of $10,300,000 and iol,J.JO,OOO, 
departn,.ntal dollar boods c! iOO,OOO,ooo, municipal dollar bonds o! 

1'22 ,100, 000. 'Dlt total . calculated in dollars. of external bends and 

scrip is $159,ooo,ooo. 

3. A ' air and ttaoible debt-settlement plans 

a . A general consolidation o! national, departmental, and lliWlicipal 

u'Arnal debt shall not be atto=pwd. 

b. Como rei on to a paso basis is not a cceptable . 

o. lntereet on tbe national gcve""""nt debt anall be renewed at 

1~ percent 011 a conaolidati011 or dollar and owrliot inuoo cut­

atandillg. 

d. Within a period ot "ive years tbe interest rate anall be raised 

lfitllin a range of 1~ percent to a nwdm1111-pc1Antial or 3 percent, 

it improvement 1n experts c! ccrtoe , petroleum and gold attain• tho 

proportions utaN<ebed by tbe acc~ sebedula. 

e . 1n no event shall tbo inwrost rata over go bo7and 3 percont. 

t. No amortization ehall bo s cheduled tor tne f irst ti•o years, 

ainco it 1e oeaonti&l that as auch !ullds as pcoeible bo available 

to develop Cola:lbia 1 s 1""1-run capacit:r to pq • · 
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g . Such a pl.tiD -.14 I'OQ1I1re tl, M , OOO ann..all;t !J'QI the ro.,.n~~ea 

of tho national g~..-ut. Thie oen be •t. 

b . As a condition ot aceeptace by boDdholdera ot tb1e clraatio acal1ng 

d01m ot ob~tione, the g~rmeut obell undertab to coMolidete 

the intemal debt to ettect a aaYiug ot at l .. et 1,000,000 peaoe au­

~. Thio otep io tacllitatecl bJ the tact that doMetic blnke 

hold more than SO percent ot the internal debt, halt ot th- boldine• 

be iDS b,y the Central Bank. 

1. Depart.loe.nts and munic1pal1tieo ohall arrange oeperotal¥ tor the 

1"8D8Wal ot their interest pa,..,nta, prohabl;r at a greater oacritice 

to 11<-ndholdus. Tbe national ~...-.t•o initial """"al at lt per­

cent, the maxiJI\1111 of 3 percent, and tho absence ot &mort1zat1on tor 

fiYo ,_ars, llbalJ. .,.,..... as UJC1Aa rather than ll1uiJia tor thoae local 

govemMnta. 

It is belined w1ee that depart.Mnto and IIUD1c1pal1t1os reach a 

oottloment requiring not more than $110001000 annuall;r in t otal. 

4 . This plan is !air to bondholders tor the follC!!ing J'I&!ODIJ 

a. Dollar bonds wore original:~¥ ioorued at heavy initial diacounta 

and hMvy banloare 1 profit argina oo that the cootcplatecl debt ear-

:!.08 

vice would ha ... been illposaible nan bad proceeds been spent prodllct1 ... l;r. 

. Met proceeds were 8,8 percent less thaD taco val.u. tar national 

bonds, 1).6 percent less tor departmental bonda, 16.2 percent leee 

tor municipal, and 11.7 parcont lose for euaranteod llortg&I{O Bank bonds. 

llanl<ers' g roaa protita a .. ragod 2. 71 parcont on notional bond a, 

8 porcont on departmental and municipal iasuu, 5.3 percent on guar­

anteed !iortgage Bank bonds; oYidenc. in the report below indicatea 

wry high not profit• too. 

0~ ccctnlplatod debt aornee re<~uired thet !Wt proceeds 

yield 7.7 percent on national innab!umt, 10.1 parcont on departaoental 

iuTeotmont, 10.9 percent on IIUDicipal iuTestment, and 10. 6 percent on 

guaranteed Bank'o bonde, 

Prondent o~•• IIIIZ"f''IY concluded that col¥ l/) ot net proceed• 

ot natioMl gooe.,..ent bonde waa spent produati.,.l;r. I would eot as 

an outnde estill&ta l/2 epent produotiY&l¥, and the overall tar 

depart.ental and 1111111cipal ~t be l.Gnr. Ob'fiouol;r a scal1Dg dee 

is nooeeaa,.,.. 

b, Thoro baa be.., a coneideroblo turno.,.r of Colcabian bonds in tbe 

paat 7 ,_are , llaUooal goY&~nt bondo ha.,. rengod !,..,. 12 to 50, 

depert•ntal bonds trca s to 20, IIUDicipala .trca 7 to 25 . 'ftle oontee­

platecl ...-1 of interoot ettords .., aaplo ;rield on •m~ devalu­

tione of the eonoideroblo q....,tit:r tronoterrod to """ bando. llatiooal 

~,..nt honda - selling around 2S. 
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Traneactione on Kew York exc~e 19)4-1938 a .. ras• $16,000,000 
annual]J in Colombian bonda. 

:o9 

5. 'lhia plan is f air to tho Colombian govem.nt tor th! tollC!!!ing naaona• 

a . Tbare ie no endanc. ot e1snificant aratt or traud in t ba or~ 
i eaue ot theaa loena. 

b. Althoueh rasponaibility for waet.etul expenditure on non-productin 

investments ia laid in Colombia at t he door ot cmtr-geoeroue lendera, 
Colombie cannot evade r eponsibility. The purported purposes were 
Wlual]J pul>lic works, uey of which era still hold out as feasible «>d 

desirable. In fact, Export-llllport Bank credits ~bt be sought tor 
.. ,. or 11Udl.ar purpo11u . • sovereJ«n ~~tate, 111\ile reS.cting conb'ol 
over her expenditures , cannot tbr"" orr rasponsibilil;T !ar obll.gaticns 

on the gTounds ot wasteful W!e. 

c. She bas bean servicing taitbtul.]J short-to,. credits and internal 
debt to the prejudice of these lo~-t.eno bonds. 

d. Tba propoaad tarwa are well within bar capaci ty to pa;r. 

6 . Thy is 1Nied1ate settlement on tba debt iasue duirable? 

a. Since a large part of tbess dollar bor>:ls are held abroad , ( in 
1935 it waa estU>at.ed that 40 percent or nat ional ~overnment bonds 
and lS percent of local 10V8rtllltnt bonds ware held ou11ido t he llnited 
"'t&t.ea) it i s eepecially :!&proper to handicap our export trade !.n­

detinit.elJ' tor tbaaa holders. 

b. Colombia baa i..,.noe potontialiti ea, offers vast ll&.rket tor 
durable !!Oods, and baa strategic political importance which necea­
sitate our ceretul attention to strengthening our trade position . 

c . Colombia baa bean aarvicing an expanded internal debt (77,0.0, 000 
pesos) and grow1M lhort-tars external credits ra itbtully. "'bore are 
""" s J«na that with or without a debt-aat tlel:lent additional short-tara 

credits are baing ottered bar . further mlabandling ot the debt­
eettlement warrants no euppor t trca the United Statae Government at 

t he expenaa ot exporters. 

... 
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I. The l'llb1ic Dtb\ 

A. cwnnt Dlbt s t,..,tur• 

1. £xte mal bonde • 

110 

National gc.,.~ntt dollar bonde $ 51,200,000 
dollar eorip $ 3,1001000 

Nltional gOV!rraent 1 guarante!d dollar bcnde of 
Agriculturel llortg-,ge Bank $ 10,3001000 

National govemDI!ntt eterlillg bende lio 1,500,000 
National govel'l11D811t 1 guarante!d eterlillg bends 

of A• ricultural l'ortgage 
Bank 

Dtplrba!ntal dollar bcnda 
llunicipal dollar bonds 

I. 1,UO,OOO 
$ 60,000,000 
$ 22,100,000 

Total ea.lcuhted in dollare $159,000,000 

Note 1 In tenet arnare en u,. natJ.onal s oftm­
-nt1a external debt hae reaeb!d $211 6001000, 

2, Intimal debt or national gOV!l'TIII\ent (llarch 1939) 1 

Fund!d debt 
Debt to Banco de le R!pub1iea 
Loans !roo banks and other domeetio ooncema 

Not! ' In !io'nllllb!r 1938, t he Banco de le R!pub1iea 
held 16, '100,000 paooe of intimal bende in 
additi on to dinct , .......... nt borrowing or 
27,1100,000, eo t hat it waa creditor tor 
58 paroent of the internal debt. 

50,6001000 paeoe 
21,800,000 
4,800,000 

71,200,000 

Sbort-t!rm loin or 1930 b,- Amerielll blnldng 
8yndicate with l/5 French participaticn 

Other ebort-t!ra cndita 

• 1? ,ooo,ooo 
2,300,000 

• 19,300,000 

Note• Tbtl! ahort-t!ra o rad1te bo.'fW baln 11Mic!d 
faithtu.llJ' wbile bocd 11Mioo wae eullpiD(Ied. 
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a. Or(lll'th or the Pl!bllc Debt 

1. ExtAomal.a 

a. Up to the • 93>'e Colombt.n bond a nre tloat41d almost u clor 
aiTily 1n Europ. •, Vol.- of oxtemal. debt wae aull and price 
p.&id wae high, 1 >r Colombia waa considered a poor credit riel<, 
In 1923 ext41rnal debt coneietod ot lo3,6oo,ooo. 

:11 

b. During 1920' • dollar bonde to 11110\lnt ot &l?O, OOO,OOOworo 
aold by national, departmental and aunicip&l gavommonto, or 
this total, $6(>1000, 000 wre naticnal gcmo,..ot bond a, 67,500,000 
depart•ntal, :~t~,lOO,OOO IIW\ie>ip&l , and 16,000,000 Agricultural 
ltortca&e a.nk borlda 'f\l&l'&ntaod bv naticnal goTinaent. Sterl1ng 
borrooringe dUl'iJig tl\18 period ..... Ua1 ted to IJ.,200,000 tor tbo 
A¢cultural llortgage Bank. ll'e 18ftoro here tho n""'"'8"A"antaod 
bonds ot Yarioua - to UID\Int or $22,000,000 and 10, 400, 000; 
ot thoao dollar bonds $12, 400,000 are a till outatandi.Dg, 

c, American inwstment (govemMnt and direct) , ,..... !rom 
$4,ooo,ooo 1n 1913 to $Jo,ooo,ooo 1n 1920 and 1260,ooo,ooo 1n • 
l92'IJ mee.mrbila British inve ~tment ch&ngod Uttle, $J4 .5 adllicn 
1n 1913 and $J7 . 9 1n 1929. , 

2 . Intomala 

During the l9301a internal debt grew, although public distribu­
tion ia narrow, with the Central ~ank accounting for over halt . 

11111 t41ry trouble with Peru neceositatod bor rowing Cor national do­
fenao . Intemal. funded debt wae 23,300,000 peaoa on llecomber 31, 
1931, 35 ,400,000 on Decaber Jl, 1932 . By Soptober JO, 1934 it had 
re'chod 48,700, 000. S1noo t t.at tilDe thoro hea boon no a1£n11'1cant. 
chiMe 1n total 1nt41mal debt. 

3, Short.-t41rs external loaner 

In l9JO a ~ ayodicat41 beaded by lfational Cit)' Bank arrang.od 
a r,lobal credit to uount of $20,000,000. At t.h&t t.iao Colcmbian bonds 
wore no l meer NJicet.ablo. Thia loon bee received pre!orooce throughout 
1930's and bu been aorviced ! aitbfully. Tho conditione f ixed by tbe 
eyndicate ae cooditiona of loan•rer 

a . Balancing or budget for l9Jl 

b, Plaoing ot State railroads in hands or auton<DOUJI corporati cn 
w1 th dietillct bu<lpt. and accountabUity, and that the • ..,. corpor­
ation handle the porta too 

Regraded Unclassified



IIJ', 'lhiw - 6 

o. X.. l'i:dD« clebt :u.al.t eucb aa that boiT<IIIinp c&nDOt ~ 
a debt •nice req.ar.-t or )0 J*rcent or ordi.narJ rewnuea 

d. ReorganiM ornce o! ccooptro:U.r ,. .. raJ. and cerW1D fiacal 
organiuticm. 

•· A l&w aaeurins leplity or thia loan. 

Thera waa oonaiderabl.e diepute o .. r dali...,ry or tha leat 4 .UUcm 
ot thia or.clit on q'OIIstian Qther bu<l~at had been balanced. staw 
Department intervened on racei'rlllg word trca Colombia o! the con~ 

""'"11· 
c. Natura and or181n of tbe dollar bond borrO!!ins• 

1. Fraud and bribery did 110t c:baracwrlM the ie- of Cc>loablan 
bonds, ao tar ao aftU•bla niclence ahowa. n.re i o taot1.DJ11 that 
29 rapre .. ntathea o! !Mrlcan bond housea nra 1D Colcabia at the 
- tiM trying to find lenders but no aoandalou.o re'"'l&tiono sb>-

112 

Ut.r to the Peravian bon! circwootancea ha .. been ra...,alad !or Colombia . 

In t ha Valle , CUndiDamarca and Bo<~ow iasuea, 15 percent or tha 
net originating profits n ra paid to pereona 'llho bad •round• t!U.o 
buaineas, but the .. gains nra relativel,y 1Da1ga1ticant. "'-

2. Bankers• gross margine were very haavy. On buaineaa totalling 
$17),000,000 race value, bankora• groaa protita ware $9,280,000 or 
about 5.)4 percent. This 1Dcludea about 8 percent on departmental and 
munioipaliasuea, 2 .71 percent on tha national 80V8l'Dilent banda, and 
5.) percent on t ha guaranteed banda o! the J.Rricultural llortgage s.ru<. 

J . Bankera• net profits nre bigb too haoau .. tha expanee or pr1Dt­
l..ne, angraYinc, exacuting banda, etc. , waa all slapped onto the clebtor . 
In addition , fiscal apnts w ra .U..ad 1/4 to 1/2 of 1 percent or all 
intaroat and ...,..tisation ~ta, i.e., -re• and tiacal &plte• 
flea totalled in 'O'iciniey Of ncaiD&l rtlta Of 1Dtareet OD the bonde, 

Nota, howe .. r , that the aarliar Brltiab iosuee had b"n ""n 100re ccatl,y 
to Colooll>U. H..,o,.r, it is claiMd that Colcabie by """...., a hatter 
credU risk. 

4. Not proceeds of the bond i ssues wre doopl,y cut b:r initial discount. 
Not.e also in tha following table tha average .. nice cllarge• annuall;y • 
Senioo obarsea ran 7. 7 percent on tha not proceed a tor national sovem­
.. nt bondo and over 10 percent on departmental and 11111nicipal boucle. 
Thie required a bigh productintT ot the in,.at..nt """ bad they boon 
tull,y IJ*nt product1,.1T. 
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hce 'nl1>t !let proc.ede • ..., .... dit- Jmmal ae m .. Se moe 

!eN <>de u • ot 
fOOO.OOO tooo.ooo • IOQQ.OOO p1'00eeciS 

Natiorv.l bonds 60 54.7 8.8 4 . 21 
Dopartlle ntal 67.5 58.34 13.6 5.99 
l'unicipal bondo 26.1 21. 86 16.2 2. 40 
Guaranteed Bank 16.0 14.12 11.7 1.50 

See Table I tor fUll account ot those bond ioauu. 

5. President Ol.aya in tho beat o! a political ·ampaign cl.aiJo.ed that 
o~ $18,000, 000 ot net procM<Ia ot 54,700,000 D&tiorv.l gove....,t 
bondo bed bton epent producti're~. 

7 . 7 
10.1 
10. 9 
10. 6 

It io truo that with aooey bei.ng otte Nd eo llberallJr llliCb waote 
111111t bave been preaent. Hawe,.r, When Col0111.b1ano olea that our -r• 
ohould ho"l exteDcled ...,.,.,. o~ with greater controls, !.bey forget tlw.t 
Col<1:1b1a wae a eoverei8J> stat e which would hive retllaed to acceded to 
an;r ccntrole. 

I t ia 1aportant to nc* t hat the purported purpoaoa ot theoe !Undo 
wao largely public works. In """"' eaoee the """"' er eilll1lar public 
works are boi.ng held out ae tbe destination or any funds that might 
be gotten thr01J8h the Export-In>port !lank. Such tllndo wcW.d again go 
down without controls. Is it enough t or a debtor to say that be wasted 
tho money and thus 111110t not be hold liable? No. One d1tforenco , h­
t,.r, ie that any new !Undo would not require an annual service or 7 
!.<> 10 per cent and tbie en&blea lese productive inveotments to be feasible. 

6 • . During t he dollar ba>d sp-oe o! the twentieo, two pointe were 
ilnoreda 

a. P&eoinl o! the point WheN Col .. bian budget could etand such 
Mrvico chargee. 
b . Tbo tran&!er problem. 

a . Since there was a !&ir~ clooe heliZice between exports and 11>­
porte, the foreign exchan e probl• waa aura t o beca:e dit!ioult 
in :roaro When !oroi&n cmpanies ceaaecl to expend their in ... e-.te 
in the country and trane!orred a ccne1dorable ohere o~ their 
earnings bQlle . By 192~29 Stand&rd Oil or Now Jorsay w ae acco\lllt­
i.ng !or 20 percent of Colombian exports and henan&O 5 percent. I! 
proceeds !rom bel! or tbeee ehi mente nre to e kept in tho United 
States , Colombia would lack the nooeoeary exchange t b&t year. 

Actually tho ~diate cauoe tor tho brealc in oxcbanBe and 11>­
poeition or o xchan.!!o controlo in 1931 wao t ho witbd.raal ot abort­
tara tiiDd o !rCII ColOI!lbiO by AMric&n inteNoto. 
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b . All to ~Jud«et&ry lilllits, OD June 5, 1928 Col.oc:lb1.a paaaad a 
law requiring proviDcial and onmicipal gOY&m.nta to obt.in 
authorisation of central govern.ant before negotiating further 
foreign loans , such loana IIIU!It be tor public purposes, Md for­
eign debt so nice IIIUSt not exceed 20 parcoot of ol'l11nary revenue . 

In the Fall of 1928 Department or eo.-rce in t he Corlis s 
Circular werne<l that Colombian debt expansion was getting out ot 
band , etreseed the difficult budge tary and debt situation, point.d 
to loopholes in t he law of June 5 such as definit ion of ordinary 
revenue and wa,ys to e vade the 20 parcent debt sorrtce lilllit, 

E. lltbt s ornoe Record 

l. 'lbo Coloabian Gownment 'Oben ccnfrcnt.d with a treru~ter prob1• 
in 1~1 at f irst tried to preeervo ite own cradU by prohibiting 
on October 31, 19)1 t he transfer o! funds by the political sulxlivi­
sione and printe mortgage t:enlcs tor the eorvioe of their external 
debts, and reeervod the available excb&N!o tor ita own use. 

2. January 1 , 19)2, sinking fund payments on national esternal debt 
and nationall,y-guaranteed II~ rtg&~~e Bank bonde was suspanded. 

) , Finally the gow lTillent announced that coupons maturing on these 
loans !rom April 1 , 1933 to January 1 , 1934 would be paid one- third 
in cash and two-thirds in scrip. 

4. Alter thet da te , cash payments were auapanded entirely and coupone 
aturin& dur io.lt 19)4 """ paid only in scrip. 

5. Atte · January 1 , 19)5, even the scrip ~ts were diBCODtinued, 

: 14 

6. Colo=l>ie showed a laudable d esira to ll&int.in aonioo by continu-
in& tull service on all obligations as l<>ng aa alw d1d (to lloveaber l , 
1'131). Tbe trouble with Peru ldllod ott a budding reco'f8ry and destro,e<S 
hopas or weathering the depre..,ion with cndit record good. 

7 . She bas been eenicing her internal debt, 

8 , She bee been servicing tho American t ankore eyndicate loan of 
$20,000,000 (original) , despi te tact tha t it was contracted after 
dirticulties began (1930' , Service haft been at 3 parcent int.res t and 
$100,000 amortiuticn. The debt stands around $17, 000,000. 

F, Projected new s hort-t.I'IO creclitu 

a , In 1938 sbort-tel'lll credits up to 5,000,000 pasoa were authori .. d 
for tho War JltpartlleDt, Jl:nom to ba,,. been u sed woe a credit of 
1 , 500, 000 paaos tor Genoan 111llt&r7 aupplieo at 6 paroont to be aaortised 

in tive yoore. 

Regraded Unclassified



llr. 1b1te - 9 

b. Alaric&l>-<llfDe<l Bogote Telapbl:o>e COIIp&QT 1n lla.rcb 1939 &18J>e<l 
aa.....ent. to Mll tbe Bccata t.be phOM a,etea for ~21 5()01000 on a 
cre<lit. at 3 percent OYer perio<l ot )() years. 

c . The national g<>ftrnlllllnt plana t.o borrow 6,000,000 peeoa !or roada 
against tbe aecurit:y o! gaaclina tax. 

<1 . Santan<ler an<! Bogota have been authorite<l t.o incur abort-term 
er a<lita wbicb would be service<! to preju<lice ot de t aultad obligations. 

e. rn 193!! a raU war waa bolli!ht f>r 11,500,000 peeoa trom Beglian 
"'""'ra, w1 th a cre<lit arrangement which will be ae,...jed to """judice 
o• def aulta<l boncla. 

r. l!arranqu"Ula i s tbe only ent i t:ywMch aince 1931 baa provi<led 
ror and ..aintained bond service P'IJMnta, lhOili!h exchange reatrictiona 
cooopelle<l t.'- t.o be retainecl on d eposit 1n local banka. 
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llr. 11dte - lD : 16 
n. .,.,. Balance or Pmmte 

A. Potent ial !lalance or ramnte 

Ex"port-potential 16S ,000 000 to 210 000 000 peeoe 
Import-potential (de!il>ed ao the figure ' ' ' 

below which :llnporte cannot be out with-
out exceasivw interference with wider 
national policies) 1401000, 000 to 17S,OOO,OOO poooo 

Balance or trade lS, OOO, OOO to 25, 000, 000 

Other oredite (port dues, foreicn expen-
clituree in Col. etc.) 2 000 000 to 

Potential credit or :20, 000,000 poeoa. 

A(ainet llbich • 

Short-tera credite servicing 

Non-corporate requirements abroad 

Uiseelleneoue 

Oil and banane company remittance• 

' ' 

4 , 000, 000 peeos 

2,000,000 

2, 000, 000 

2 • 000, CXlOtJ. 

17,000,000 

4, 000,000 

• U!\la~ i t 1a ealCIIlated that excbanaa created t:u oil and bananas 
18 not f~ available s~ 50 peroent io likely to be lett abroad. 
If oil exports are put at 37,000,000 end bananane at 8,000,000 tbere 
ie total o! 4S, OOO, OOO peeoo involved. Let ue ..,.,.., that dovelop­
.. ntal pos 0ib11it iea attract reinveatant or larpr share ot profite 
oo that onl7 :20 percent or export volueo Will bo unavollable, i.e. , 
:20 percent Will bo oent baoe ao dirldendo, i.e, 9 ,000, 000 peeoo. 

Thio would leave about 3,000,000 to S,OOO, OOO poooo balance avaU.. 
able for renewal o! interest on boocled indebtedneoe, or about 
$2,0CO,OOO. 1.75 poeos = $1 • 

• 
B. Voll!!!!e or exports in the !ore seeable future • 

Cortee export oepacl.Q< o! 4, 000,000 to 41400, 000 b&ge. 
Trend t Definitely upnrd but ~~Xp&noion Will bo olow. 

Gold export oepacit)< o! )00,000 to 600 , 000 troy oiii>Coe. 
Trendt Definitely upnrd. 
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Oil export eapac1~ or 18,000,000 to 20,000, 000 barrels. 
Trend• DefiAite}T upnrd and capable or wide o~a1on 1! 

o1l eol!p&n1u are troat.d generoualJ', 

Bananu export capacity ot 175,000 to :100,000 tone . 
Trend 1 Up<ard . 

Hides oxport eapac1t7 of 7,000 to 81000 tone. 
Trend 1 No upnrd ,.ove .. nt anticipated, 

Tohe.eco export capacity « 41 000 to 6,000 tone, 
Trend t Upward but of lllincr ecneeqUIInea. 

Platill,. export capacity or )0,000 to 1.0,000 trOT ouneoa. 
Trendt No &aj or eh&nge expeet.d , 

See Table n . 
C. ValUII or exports in the roreseoablt future a 

Coffee exports or 90,000,000 to 100,000,000 peace 
Patrola\JII • • 35 ,000,000 to so,ooo,ooo 
A idea • • 3, SOO,OOO • 6 , SOO, OOO 
Tobacco • • 1,000,000 • 1,000,000 
Platillum • • 11 S001000 • 3,000,000 
Gol d " • 20,000,000 • 35 ,000,000 
Banana a • • 8, 000,000 • 10,000,000 

The eo pro<lucte will run to 90 percent or more or tho t ot.l erports. 

Thie would put exports between 156,000,000 and 210, 000,000 pesos 
amual.l)'. 

See Table In. 
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D. The nature or illporta is such aa not to ponoit Ill:/ great naduetion 
wh' le tho econ..,. ia geared to t ho ab.,.....,.nt1oned aeala of exporto and 
to plana tar devolo58nt . Colaobi4 rune nonoall,y to 2010001000 peace or 
textile iapor t a, 7 to 10 million iron and ateol products, •ining and tex­
t ile machinery 10,000,000, etc. She illporta wboa t, raw cotton, rico, 
suear to extant ct 5,000,000 and in har preeent d .. irl ! or greater selt­
oruit'iciancy in !oo<l abo 111113" cut tllis doom e.....mr. ~ . DCIMst ic ll'.Anutactur­
inp, ia lilce17 to reduce textile iaporte but it will bo a nctH~coru-ic 
u nutacturing dnelo~nt. Cotton iolports of 21000,000 peaoe appear en 
unnecaasaey strain on roroi&D exabaq!t r eaOIIJ'oll, but nat1 .. cotton ia too 
good rar preeent atage of d..,.stic textile menutacturing. 

, 
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»r. 'lb1te - 12 • • 8 
-l 

m . Publlc Fl !!!!!ce 

A. trr:r major expansion 1n gove..-nt reftnue waite oo :lmproveu.ent of 
i nton\el productive capacity and ex-port capaoity. 

8. Tho ayot., of uo1ng double budjret ayat4m {ordinary end extraordinary 
biJd«ete) 1111kea it extre~~~tly difficrul.t to uooeo tho true f1nanc1al etetua 
ot the notional government. We need ""'" Womation on public finance and 
bal.onco of pa,ymento ot Colollbia before fonoiDc a worthwhU.. judglllent or 1 to 
position . 

c. Since 193s-J6 both Administration and &tl'IICture of the revenue ayet• 
be, .. been 1&prowd. '!'be introduction ot t he ex.coea protite tax and pat riolcey 
tax and the reorg&nlled :Improved yield or the inoo .. tax ha..., been adv&Doo 
t&Reou.s. Hote 1n Table IV tbo 1ncreued roftnuo frcc these eourcee. l'llr­
ther expanaibillty without belie :lmpro-t, boweftr, ia queationohlo, 

D. On the a ryenditure aide, note in Table V certein encouraging tactcr•11 
Educoticn and public health have receiwd incroaaod appropriatioru:. Tho 
public works expenditure• ,... bJ.&hly necessary lll'lder the circwllOtancea 
or faulty internal tranaportetion, etc. An untortw>ate feature i e tho 
military expenditure which giwo no s ign of pemit ting reduction. Tho 
trouble with Peru 1n 19)2-19;34 not only increased tho i nternal debt but 
croo ted now naval and air forcoe and on expanded at1111 Which now penNI!llently 
r•quire heeyy appropriations. 

B. Total coot of s ovomment in Colomb1,a today i e probably 150,000,000 
peeoa. Thie includee 90,000,000 peaoe national ~o .. rnment, IIJ,ooo,ooo de­
pe"""ental, end 20,000,000 (?) municipal gowmment. 

. . 
Nat i onal i.ne...., probably does not exceed 750, 000,000 pesos and u;r 

run 550,000,000 to 700, 6oo,OOO. 

llote that total coat of governMnt aa uaocl here bclt a debt aorvioo 
on $160,000,000 honda. 

" . In t.he past tour yeara tho national R01'onlllltnt budjret has been balanced 
Md eurpluaoa have run aroand 2,000, 000 peeoe. 

G. It will be remarked that in 1939 the budget calla ' or only 11 peroont 
ot revenues to be devoted to debt eamce. Thia 1e ftry snell for a Latin 
Alooricon nation although the internal davelC)JDent requireP'&nts make it 
rloeirabla the t ;..,...,._ ot service or raiiiAininB debt should not bring tho 
Cigure abow lS peroont, In this connectico, note that tha diatributico 
of total debt between national and local goverrmente in Colombia ditfore 
! 1'0111 that or other Latin Allerican Mtiona with consequent ditficrul.tT 1n 
aeeeee1ng the eigoiti~e ot tho dobt serdoa percontega . 
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H. T1>e llo•teJ)" St.aMHaati ... t. ot los I 11 19)81 JI'Oftded r.D u 
t ollDsrat 

1. St&billNd puo at 1.7S to dollar II' IJ)Ioit)1Jill u ~ 
unit a oo1D of 900 pane tiM gold, •tc~W~r o.~ ,...... Bulk 
SllUft COIIPilto ita SOld valat ... tlda baeieo 

2. lloclitiecl coo tract 111tb Baoo de la Hep!lbllc ae to sold accGIDJit 
and prortdecl for 41etribl1tl.oc ot protita f1r011 tb1e lew. 

) . DeY&luatioo profit of 1.6,000,000 peeoe wae clirl.decl tballs 

s.o to pq 8Ciftraont debt to ll8s* 
s.o tor pablic worl<e, etc . 
).0 to t ..... eteMHHti.., tlmdo 
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A. 'nw United State• baa a atroac trade -position 1D Colclab1.a. Dl:rleion 
of Colcmb1.8n t.pcn't11 

1938 U.S. 49 ,9J GIJ'IUI\7 17.1$ U.IC . U.4S 
1937 46.5 13.3 17.4 

D1 vie ion o! Col.OIIbi.M uporte1 

1938 u .s. ~ o..-n:1 l4.a o&nllda 9 . s:c 
1937 S6.6 12.4 6. 7 

a. 'll1e at,...,th o! ov.r bl.t'gai.D1Dg -polit1oa 11 1Dd1cated ~ tbe tollooo­
!.nB table ot trade bal&Deee with tba TariOWI c~t1tore. 

V111 1 ona ot pt!Of 

Trldl ~ Belllloe Balance 
BalaDOI with us with Oe:.ai'\Y* with lit 

1938 • 4 - 6 -19 
1937 • 15 • 7 - " - 31 
1936 • 37 • 45 - 4 -20 
1935 • 36 • 50 - s - 16 

1934 • 6S . 66 - 6 - 8 
1933 • 22 • 31 - s - 4 
19.)2 • 40 • 41 - 2 - 5 
19)1 • S7 · 64 - 2 - s 

19)0 • 50 • 63. - 4 - 4 
1929 • 1 • 37 - lS -12 
1928 - 20 
1927 - 14 
1926 - 13 

• Note tbat exports to Gel"'UU11 1D 3 yea" 1936-1938 a-..rago<l 
21,000,000 pe-. In 3 years 193W933 ,.,.race ••• 3 ,000,000. 
In three yeara 1926-1928 average -• 2,000,000. 
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'· 0-rw.tiO!!! 

A. The Unit.d States baa 4 i.tlt.resta in Co1cabi&t 

1. Debt eetta-ut. 

2. Praaotion of export& and puticipat1.oa in devels-t or 

vast pot.ntialities ot Colaabia . 

3. Oireot investAoents and the meanos of expropriations . 

4 . Political and ideoloeicalJ Cola&~bi&1 a location bas great 
strategic illpo:rtance and we want a triendlT ponr tbare. 

P. There i s present definit.}T in Colombia a desire tor etet.e .,.,.,_ 
sni p or utilities. In addition there ia conoiderable sentiment !or 
expropriation or banana and oil companioo a 1o llexico. While wil cCI\lld 
ha•·e no le al objection t o expropriation with adequate c001penaation <:L 
the•• proport1ao , it is unl1kaly that Colombia' a intereot s would be 
best served at t his tilte by such action and t.his fact 1e rooCRniSed by 

existing Co1CIIb1an Goven.ont. llbat is naeded 1e even ~:ore in.,._nt 
f rm abroad . Oil oftero greater pose1b111t1eo or expanoion 1! t.he 

•ovarnment'o a t titude 1e ! avoreblo . 

C. Colombia has coal and iron and there has been porsiot.ent interest 
in Ule development of an iron and ateel industry . An economic or major 

development ot t bie industry does not appear possible . 

D. Sbe needo bedl7 a geological su:ne:y u a baeis'for aineral develop.. 

ooents . This would afford worthw!lUe object tor our cooperation , it it 

:21 

hos not olroad:y been W>dertal<en. Deposito of copper, l ead, zinc , •= 
et c ., are known, although to dat e she has developed chiefly gold , oil, 
eoerald , platin1111. Her reserves of coal are tbe greatoot in South America. 

&. Co1aohi& ia not ;yet ealt-autf icing on ouch items eo rice , wheat, 
cotton, sugar, cocoa, and althow;b dcrJootic devele-t of t.heeo 1r.dua­

trles m&;y not be strict ly •ccnoaic, i t 1e being encouraged. · 

F. The grea t noed, of course , is improved transportation and c"""'unication. 

G. In t he five ;yoare 1934-1938 Col001bia produced 2,023, 900 tro:r ounces 

of ~old and exported 2, 010,000. 

H. Rate of exchange (Centa per poao) t 

1929 
1930 
1931 
1932 
1933 

96.55 
96.49 
96.57 
96.28 
81.?0 

1934 
1935 
1936 
1937 
1936 
1939 

61. 78 
5(>. 01 
57.08 
56.73 
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r. Debt ot ~tiOMJ. Oow,_t 

(In odlliona) 

I l2ll I 1934 I 1935 I ~93l) I 12lJ 
tfeBOII I tPeeotjl rPeeoet I tPeao• I rPeao11 

External 
Can&olid& t«< 61.3 59.7 61.1 59.4 58.4 56.8 62.9 61.2 63.5 61.8 
Scrip 1 .7 1.6 5.0 4.9 4 .7 4.6 
Floating 21.1 20. 5 21 .3 20.7 37.8 )6.8 37.4 36.4 33.9 33.0 

To tel 84.1 81.8 87.4 85.0 100.9 98.2 100.3 97.7 9? .5 94.9 

In tarnal 
CcnsoWatecl 3).9 21.7 )8.1 24.5 53.9 30.7 51.1 29 .6 47.4 25.7 

!"katl.a& 35.3 2:2.6 44.3 28.6 29.8 17.0 27.4 15.8 29.3 15.9 

Total liJ.3 44.3 12.3 53. 2 8) .7 47.7 78.6 45.1 76.7 41.6 

Total 153.4 126.1 169.7 138.2 184.6 145.9 178.9 142.8 174.1 136. 5 

Extemal dobt con-.ertecl to dollar• at original par or exc:ban«eJ internal 

debt converted a t Oocembor rate . 
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-raD4- of CoD.tore""o be-n S.ore~ llorpnthau 
aD4 Se~~atcrr Harrison aDd C01111' .. _, DouaJ>toa, 12:4!5 
P••·· •-•day, J"uly 26, ltst , u cousre•_, 

Dousbton•a office 

Re: Propoeed Treasury Decill. on in relation 
to Sect ion 102 oaaea. 

Kr. Qravos accompanied tbe Secretary at this coD.toronce, 

'l'bo party bed luncheon in tho Bouae DlDiD& Roca ao suesta of 
CoD&roaoman Do\18hton and r eturned to the latter•• ottlco at about 
1:30. 

ln tho diacusaion odlich tollo~:ad both senator Rorrison aDd 
CoD&r&• ....,. Doughton stated that whUe it no obYiouoly necessary 
tor t ho Treasury to re\'lso aDd atro~n ita 1netruct1one to tbe 
per:onnel ot the Bureau ot Internal Re•enue ~ lth relation to eases 
eriOiD& uDder Section 102 it would be ina4Yieable to gin too =•h 
p~bllclty t o t he iill\ter at t bia tlJoe. '!'hoy call ad a t ta.ntion to 
tbo • t ry t&Torable tnpres-sion upon t ho bu.slneea world generally 
wbieh had been created by &ta te.,.nta ude by tho Secretary at the 
Ume ~hen t he RoveJWe Act or 1939 ns under conai deretlon and \hoy 
ataud t hat t hey lloj:a4 that thia particular matter could be haD4la4 
io such a ""Y as to avoid doatro)'iD& that good impression. 

Secretary Morgonthau ""de it clear that tha Treasur y wao not 
roearding Section 102 •• being a substitute tor tho undistributed 
prot! ts t u which was no>1 eliminated under tho provisions or the 
Rovoouo Act or 1939; that section 102 bad application only to 
ins tances in which corporations shoul d r etain earnings beyoDd the 
reasonabl e needs or the business tor the purpoao or enabling share­
holdora ~o ovede s urtaxes on their indirtdual incozooa; aDd that 1n 
its aclmiDiatration or the provioiono or So'ction 1Q2 i t ,;ould bo 
tho rolicy or the Treasury t o avoid anythill& ~bat aigbt ""ck or 
~~ted ~secut1on ot corporate buatneaa entorprlaoa . 

senator Harrison and CoD&r<s-. Doughten erpr .. sad t.huaelvos 
ao aa tiatlod that tho Treasury would aclminiat or t ho prortsions or 
Section 1Q2 with proper regard to the poimt or view which thoy bad 
oxproaoed, a nd tho secretary advised tbatl tbat ha would iaediatoly 
laouo the Treasury Decision (copies ot wbich bed oarUor boon supplied 
to sene tor Harrison aDd CoD&r<BIICWl Doughton), whi ch bad been dretted 
to place tho now policy into ettoct. 

m:o:mb 

- ... .. ~· 
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SccrEt nry or Stat£ 

Wo.shtngton 

697, July 26, 9 a , m, 

GRAY 

BErlin 

Do.tEd July 26, l 93S 

Rrc'd 8 : 45 a , m, 

NllmbEr 49. FOR TREASURY PROII HEATH. 

ThE past stEady incrEaSE in ourr•ncy circula­

tion of thE REich is apparEntly continuing to 

judgE from thE REichsbank r<port tor thE wE Ek 

Ending July 22. ThE totnl monrtnry circulation 

on July 22 stood at tEn thousnnd thrEE hundrEd 

sEvEnty six million mnrks . WhilE as is usual 

for thE third wEEk of th£ month thia rtgurE 

rEprEsEnts n dEcrEO.SE of s omE fiVE hundrEd million 

marks rrom thE c trculntiun attainEd at thE End 

Of thE prECEding month, it iS thrEE hundrEd SEVEnty 

mil l ion highEr than th< circuln tion nt th< tnd of 

thE corrEsponding wE Ek in JunE , 

. ,. 
' I KIRK 

n·l'•VJ.•N ".:' :)>J.~t r 
,.. • "' • •• t -=-· !\ 

{"-·..,.: ~ .. ..., ~ ..... 
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Secretary of State, 

~iasb1ngton. 

13771 July 26, 4 p. m. 

Parie 

Dated July 26, 1939 

Rrc 1d la:SO p.m. 

FOR TH£ TREASURY DEPAR'l\IENT, 

Trading ln EXchange was very dulhtoday wtth no 

important movoncr,ts . The fund obtained a s!r.all 11111ount of 

sterling at 176.72 . The florin was inolinr.d t o 

weakn•os dur to doubts that the Colijn aov~rnm•nt would 

be long lived. Tht security market was inactive and 

closed at nbout yesterday ' s level. 

Tht improvement in thE French roonomic and financial 

situation rEflECtEd in thE statcntnt Of OpErations Of 

the French exchange equalization tund tor Uarch, and in 

tax returns tor June (sec our telegram No. 1367 or July 25) 

is given not ice in today's financial press . As concerns 

the continuation or the repatriation or capital, it i• 

pointed out that if account is taken or thE two billion 

francs gold ut ilized to buy francs rrom thE fund, th< 

total acquisiti on by the txchangt fund during March waa 

31 412
1
000, 000 franco gol d o It 11 observed that Frtnch 

importers no longer hasten to oovcr thei r foreign 

ourrmcy 
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-2- #1377, JulJ 26, 4 p.-., troa Parle. 

our1•.:no1 rtquirtllltnta in advance and tbat 1n srnual, 

Frtnoh txporttra now 1mmtd1attlJ oonvtrt tht1r tortl gn 

pafmtnta i nto fronoe . (END SECTION ONE) . 

BULLITT 

HPD 

133 
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Stor tto.ry or Sto.tc , 

Wo.ahington. 

ORAY 

Po.r1a 

Do.tcd July 26 1 19~9 

Rco 1d 12145 p.m. 

1~77 , July 26 , 4 p ,m, (SECTION TWO) 

l'lh1lt it i s r ccogniZ£d tho.t thE incrco. s c in revenUE 

trom to.xo.tion is due 1n the mo.i n to newly orco.tcd t o.xEa 

or to incrto.acs madE i n t o.xc.t1on i t is c rmtcnded that the 

improvement is portly due to mor t ootivt t.ro.dc o.nd comm£roc , 

Other ro.voro.bl t indications ment ioned i nclud e the ( ~ ) 1n 

the gcn cr o.l i ndex of production from 82 1n Mo.y 19~8 to 97 

in Mo.y 1939 and the c. oc anponyins improvemEnt in thE i ndex 

or tach or thE principal i ndustries , I t is recognized 

howevEr that 'WhilE the t conoadc si tuntion 1a contl.nuc.lly 

improving industry is Engo.gtd to o. n importo.nt c.:tcnt 1n 

turnins out wo.r JD~;ttricl e nd that thE ao- cc.lltd "con­

sumption" industries c rt J.ngging behind, 

(Ell!> CF H ESSAO€) , 

1R:DDI4 

(*) Apporrnt omission 

~ 

OC!lj t S " 

BULU'l"l' 

.. 
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EO 

Stortt~ry ot Stott, 

w~ohington . 

1:591, JUly 27 , 5 p . m. 

FOR Tl£ TREASURY, 

Pari a 

Dated JUl"J 27. 193Q 

Reo 1 d 11:5:5 p.m. 

An idlt dny wns txptritnctd on the cxobnngt market 

~nd rotts wert ~most unchMgtd ~t t!u olou. ThE fund 

obt~incd ~bout two hundrEd thous~nd pounds nt 176, 72. 

After n wc nk opening thE florin strcngthcntd on thE 

opinion or Amstcrd= tha.t tht Col1jn Govtrnmcnt wUl 

rcctivt n vote ot confidencE this evening . Apparently 

atimul~tcd by thE prospect of nn tnrly agreement with 

th£ Sov1cts tht securi ty morktt wns ohttrtul nnd 

not1vc ond therE was good buying from strong sources. 

Rcntcs ga ined nbout 50 centimEs nnd vnri nbl£ revEnuE 

sccur1tica modt substxntinl gn1ns. 

ThE Bonk of P~ct stnttmcn t doted JUly 20 publish­

ed today rcvt~ltd on 1ncrtnsE ot 44,000,000 frnncs in 

oommcro1~l ndvnnoes. Not£ oiroulnt1on down 841, 000,000• 

Deposits up 930,000, 000. Treasury account 1norcnsEd by 

l Ol, ooo, ooo. Pcrc tntngc of gold dtnlt 64 .14 ngn1nat 

64, 18. 

(END SECTION ONE) 

RRiftO 
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PAP 

Scorctory Clf St a t e 

Woohin_1ton 

GRAY 

PAiiiS 

'O&tcd J\117 fl:1 , 1939 

tlre~ 1 d 1:2~ p . m. 

1:591, July 27, 5 p . m. (3ECTIO!I TWO) 

~36 

Th£ Firot C~btr of the Tribunal of the Seine dE­

cided ycctt~oy thct the Spaniob JOl a ~on o~ ~tpooit in 

the i!nnk or Prt.ncE is frEE to be r e turned to Spc.in. 'l'ht 

court furtt cr rlhtd tbnt thE ns•OG1nt1on of French crEd1-

t<lr3 or t!Jc ilo.nk of Spain o.s rEe~tntly dcllUlndtd that a 

lien bt establishEd on thE gold hod no lcaa l olo.1m. 

Acaol•ding to til£ London oorrcopondant of AI!ENCE 

ECOJIOMIQUE Yugbolo.vin ia try1n1 to negotiate c. loo.n in 

London of four lnillion pounds f or o.rm .•cquirmcnts . 

Th£ UOJII£ popcr reports X').ll'lors c1roulatina 1n London 

that t::U: F.rnzUio.n 11ovErrmcnt will propose th£ co.ncclla­

t1on or 75~ of ito foreign de bt nnd t he funding of th£ 

balance on the boa1s of an i ntcrcot r ate of four per 

CEnt. 

(Etm OF :!ESSAGE) 

RR:IViiC 

Ul'II1Jlll 

1'101 li.J'JO ..,. ''"'1 
~ · · tt 'IIQit.O ,... ~~ 

Bt'Ll.lTT 
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J110111 ~r1oan llllbaaay, Bell&, O.rMDy 

DATI; Jul)' 27, 19S8, 1 p.a. 

10.1 ?OS 

:.37 

OonUdvabh prolllnenoa waa pYen 1n tha finanolal 

pag .. of lut night's pr au to nport. froa :In York, 

an &rtlob of July 34 froa the JOOR:I.t.L OF OOlDIIROI in par­

tioul&r, with regard to congra .. ton&l aotlrttr undv tha 

leaderahip of Repreamtat1Ye Vi.noant Barrington to reatore 

trade b etween tot&Utar1an atatea and the United Statea • 

.l.t the bepulng of theae nna daapatohea t here waa ••1-

editorial oomaat deaor1b1ng the aoouaulation in the United 

Statea of agricultural aurpluaea, and the or1t1c1am which 

e. group of Represantativea from the south and middle wut 

41reoted againat the oommarotal pollor of the United Ste.tee • 

.l.ooor41ng to the German preaa, thh group baa now claa.rlr 

realha4 that the tr&de agree~~~ ant progru' a great miatake 

bad bean the failure to conclude agree• enta w1 tb. Garll&ll)' 

and Ital)' , and that it waa now a cocpel ling neceaaity to 

reooYer theae ~~~&rll:eta for J.merioan agricultural paodlleta. 

I n ooncluaion, the Gerun preaa aooounta give a general 

deeoription of Germon-.l.marioan trade before t be year 1935 

and of tbe oapaottr of the German aartat to abaorb J.merloan 

agricultural product. ahould there be a ob&D8e in preaant 

pol1o1ea. 

.. 
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fu fou.wtac b n1'1otl)' ooatt4eU&la 

[OIIbdoa], u. off1o1al of~· o._ GoY•••' w11o 

doab w1~ tr114o rol&Uoao botwoe U.o UD.Uo4 Stat .. &114 

OerMDJ, ,. .. tor4aJ M4o a b1 ttor 0011pk1nt ~t u -• 

alaoot 1~oo1blo fol' a.ra&llJ to ~t t o tho UD1to4 ltatoo 

in Yin of tho 2!5 poroct a44iUonal 4utJ app11o4 to Goru.n 

goo4o. A fair a.ount of tra4o had oo far bOOD Jalnta1no4, 

he oa14, b-•• of prniouo or doro, but 1D Au&uot ho o;q>ooto4 

a largo 4rop 1D e;q>o:rto. !liOJ ••• not YVJ' ouccoootul 

with thoir plu. of .baYiDg Aaor1oan f irao u .. tho1r own 

bloolto4 -.rlto for tho puroha .. of o~t ohipaonh to tho 

Uni to4 Stat .. , ho oa14. Suoh br anch eo of .U.oriou. ooap&Dho 

in Oeriii&D)' aa woul.d bo capable of engaging 1D e:~port buo1-

neea ooul.d not engage 1D IIDJ' oondderablo trade beoaueo 

they did not ha•• .on oUCh bl oolto4 arlta to finance it. 

It 18 roquooto4 that you 1Dfo:ra tho Treuury Doparbod 

of tho foregoing . 
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PAP 

Secre t or y of Stott 

lfnohington 

1081, July 27, 10 p.m. 

.PLAill 
•. •. J 

LOND6N 

Dat£d July 27, 1939 

Rto ' d 3:08 p .m. 

FOR TREAS' !lY PR:>J( .311r'l'ERWORT!l 

The holidny period hnving 'be,5Un a nd oony b£1ng owny 

on military dutico of one tonn or another , activity 1n 

the city hno bten turthtr rcduetd . 

Both ytotcrdny end todny tht foreign exchange market 

hno 'been idle tht only overt ott1oiol operc tiona 'by thE 

i>rithh f\md bnng in offering the tbrt£ 1:1ontho forward 

dollar ot 1 5/8. or the 51 bora aold ot ycatcrdoy'a 

f ixing 26 were corr1cd nnd thE British fund govc o fEW. 

Ot todoy'a 87, 6 were married ond the Br1t1ah fund supplied 

oll , The da.ond tor gold coin eont.1nues . 

U1'.' l J:JJ rJ 
JOIDISON 

WWC 

l i!JI >I ,~.,)IJ ".:· •• T 
.... .- .:· . J .. 
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(Coati .. aUal) 

7 ~ J ~ 7 I J ~ I I 

j, t•lecru (ao. 1075) of Nq zr. 19)9, ,_ \M "-riMa ...... liT 

a\ Londbn ....U Rl>e-UallT .. tollewel 

Oa t.lle ao.raillc of h:q Zf, \M "-rica Clbarp ··~all'eo- a 

·-ll'oaUoa wi\llllr , hUll' (Jial'u-Wo~T 1lo4n llor•Wo~T at ''-'• 

toz rorlip Utail'o) ooaooniac \u ••coUaUo• at !olllv \1\- tu 

Ja~•• aa4 llr1Uoh, la reptT to ~ Obarp1 o bqv.irT -\bin' \!lore 
\ 

aa '11114or oouiU..Uoa QT._,. ia \M lr1Uoh OoYor-t1o pollq 

\o-4 npport ot tu Ohinooe C111'1'....,7, llr, hllor 1nU.•t14 1'1\MI' 

nadnlT \bot.\ \he OoYer ... oat woul4 conUnue He I'IIJ'POI't, Ko ao14, 

bonYer , \bot.\ be ooul4 aot a \ \llle Uae ·~ 1J>7 1101'1 in repr4 \o \bl 

M\tor ftdch M1 oUll \&tore \he ClUne\, 

A aoa\er ot \llo Jlabaoor oWt uo \len 1ntorao4 ~ \Ill lr1Uoll 

frea.-rr \bit (a) non-rooop1\1on 1n tbo lr1t1ab Coacoooion at !1ont o1n 

of Cbiuoo cvr111C7 ao lopl t...Ur u4 ('II) tbo IIVI'on4or of tbl 

Cbiuoo o11Ter 1n ~ coacooo1on &1'1 1nolu4o4 in \Ill O'IIJ'PI'IOo1on 41-

-~. !'llo Jr1Uab !r-7 co-t14 on \Ill allen fro& \Ill financial 

point at Ti .. to tbo atteot tba\ ·\bot. aaonr to ( a) 1o \ bot 1\ 1o not 

pou i'lllo to 4enr ..._iuoa ao lepl t en4or of \Ill.....,......,, at \Ill 

lopl.IT rooop1ol4 _.... .. ,. 1 Ub r_.-4 to ('II) \Ill •-"" •• 

that ao aoUoa 11b1cb woul4 reoult 1a ald.ac t- par 4ool'lllo woal4 \1 

taDn '117 \Ill lr1Uoll 'bub 'llhl.ch nre o'lll1pt14 1a t.be •Hor at 

oUTer, ~4rtooo tr• Jopro ia ,........ to \M COllloolt tor \Ill ClliMeo 

dbll&r are \etac uaih4 ~ \be~ of Jac]on4, aocor41ac to \M 

lr1t1ab !raooarr. 
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!» ou, .... ., - .IJ!!!l .. lt ...... - , •• ., ..... 

lt olo11 '-" wl~ ~ ~"* -W7 •tMrtUM n.,.nltc 

f,._ltl a..tle,_.h lt Olat., ... ,et etU~ 0 - t~a .. -. 

ue ••t ..,.r, lt Olaltttt t~ltl aat eoeaoa!e prolll- ft1l \M 

ar-ttot ..U\ at \t .. , Wftlt h ~ ,...,... -- te ,_._ lt ~ 

t.M41a\t Nvt, .rw ~ _, ~ ,..,...... • ~ -·r' 6t1.lu 

lao all&tt4, &114 \100 -n\ 1t llloli.Mt h \111U - \Ia\ - HOO.ftT 

1o poui'blo, lv.t \lie JI'Olll• ~o f on14alllt ta4 \lltrt art...., llbo 

c•o14tr t~at u c...t1._, a \100 atali1Utr of \Ill ttlw 1t "' ... 

{ tal]T rtotor t t, att1o-t will -. to lit oa a llllltt&w\ltlll' lar&V 

ocalo \lou •• ..n,....t - \100 ota11111taUoa hilt •• oricioalll' 

oota'bU.U'- - ,..plt art illclltd to tan tbo now tlat tbo taolt 

of tiClD'iiiC tbo ota'b1Utr of \bo ltllar 1o too ar-t for tlllo coatrr 

to ,..,...tan uq tvtbor 1a tla a'bo-• of 1JIIitt4 lta\tt cocporaUoa, 

n '001114 •- al.Mtt otlf- mttat tlat u -t 11t lt \bo 1J111to4 ltattt' 

'bott iotorotto \o cocp-tt lt tlllo •Uer, for U 1t Otll' 1lr a rtato ... 

ulo otali1U tr of \bo ltllar \lat .t.Mricaa Vt41oc 1a\orttto caa 'M 

prooorn4, at to tar \bort lao lla• ftl'lll'hiiiCll' Uttlo tl.cB \bat 

I1Uih oooporaUoa will 11a tor\llo•iac• lf tvtlar oqport 1o ooa­

pla\14, ,..\!lor wi~ 1JIIittt ltattt bo~ or witi>At it, \Ill tallott 

aocoat _, •t"arallr 111 tabs of ~ t'n1e-tal tcoa.-lc Ioreto 

11hl.cll art wt&Aaillc tbo pot1Uoa of t1a ltllar.• 

, 
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Secretary of State, 

Wash1113ton, 

1084 , July 28, 3 p .m. 

ORAY 

London 

Dated July 28, 1939 

Rco ' d 12zl0 p ,m, 

POR 'l'REASUR! Fll>li BU'l"l'ERWOR'l'H , 

Ill the oourot of a a tatcmtnt 1n tht Houat of CCIIIDOna 

on the ~ration of incrEaoing old agt pensions thE Primt 

lliniatrr gavE a notE"orthy analysis of tht: Britiah 

tinano1al s i tuation. "LEt us t urn for a momEnt to the 

fi~rra or dtftnst expenditurE , ThE old normal f igure 

ot thE annual cost ot our dtftnst urviou was 1n the 

ntigbborhood of pounds 100 million. BEfore hill budgct 

apucb my Ri gbt Honorable tritnd told tht Houec that he 

anticipated that WE should have to apcnd this JEar pounds 

580 million, BJ tht: tim£ we caa to the third rtading 

of tht tinano£ bill that pounds ti VE hundrEd t i ght;r 

million had btcomt pounda s evEn hundred thirt:r million, 

Since thtn therE havE bEEn still turtbcr adjustmEnts 

which havE brought th£ total up to 760 million pounds , 

But in spi te ot h£av;r additions to taxation in thr££: 

aueorssivc ;rears only 250 mill ion pounds of that 760 

m1111 0D 
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2-#].084 Prom London, Jul.y 28, 3 p.m. 

m.illion pounds can bE provided out or ourrtnt rEvEnuE 

thie ytnr lEavi ng 500 mi lli on pounds to bt borrowtd 

during tht year (***) I say that to raisE 500 million 

pounds i .n a ytar is no tasy tnek. It 1a ont whioh rt­

ctu1ru vtry cnrttul planning and which will rtctuirt 

:41 

great tffort:J and tht good w1ll or tht cnt1rt eol!llllll'lity. 

While th1a ytar thtrt art certain favorablE factors which 

makE it Ensitr than usual WE ennnot ExpEct tboec to bt 

rcptnttd ncxt ytar or in ruturt yenre . 

Thio country hos Enormous rtsouroce not a ll visiblE 

or apparEnt . I havt not t hE el1ghttet doubt as to thE 

possibility of rllising tht loons that uny bE nt ctssary 

this ytar or in futurE yEars to mttt tbt capitol cost 

ot our Expanding programme ot dtttnet but thtrt is 

another aaptct ot our Exptnd1ng on dtttnet which is much 

mort SErious tbnn EVtn thE probltm ot raising vast sums 

by w~y ot loan . It is thE cost or mninta1ning thEsE 

Upandtd armADu:nts whEn wE h!lvt completEd thEm. I bnvt 

rtptAttdly wo.rntd thE Rouse about th1s matttr . I still 

retrain trom prophesying •mAt thE ult'llllatt cost ot thE 

mninttnanot will bt. IndEEd nobody can prophesy thAt 

bcoaust o.s I sal. d a little whilE ngo we nrc still 1n 

tht middle or thE progro.ms and no mnn can so.y wbtn wa: 

aho.ll oomc to thE End or it. I o.ak the Bouat "trr 
tarntatly 

• 
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liE 3-#1084 Prom London, J\.IJ.7 28, 3 p.m. 

£~rneotlr to considEr this: 1t our present level ot 

taxation htnVJ as 1t 1s - and 1t is hcaVJ - c~n raise 

onlr pounds 250 million tor dEfence how a rt we 1n the 
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tuturt to tlnd :m additional. sum to that which mnr bE 

onyth1118 bttwttn 100 million pounds and 200 million poundsf 

Honorable JllEIIIbErs can Unmstlvto mnkt thE oalcuJ,ntions 

os to wha t such suma JD1eht mtan in this tnx or that but 

aurtly whilE wE nEEd not bt daunted by a prospect of 

that kind 1t mu~t makE us poust btfort wt light hEnrtEdlJ 

odd pounds 40, 0001000 or pounda 30, 0001 000 ll fE a r to tht 

load wh1oh is alrEady upon us on~ to that which at no 

distant tim£ is in prospEct• . 

JOHN SO II 

HPD 

HIJ llil 

P"'>f Q I II 

• 
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IIJII O IIA IDU II ----------
Juljf 27. 1939. 

To: fbe Secretar,r 

J rom: llr. llol!eynoldo 

Stcretar)f to the Preal~ent Watoon tolop'bonod at at 
12:4~ to4ajf nnd told co that ha wu lnotl'llctocl b7 tbe 
Preoldont t o lin )'QU thls note: 

•Lanon, the preaeDt Collector ot lotomal 
llnenue at JaclcaonYillo, nortcla, will ~ 
chon a Job wt t h tbe t..ndo Dl Yiolon ot tho 
Depart ... nt of Juatlc:e at hlo prtttnt rate ot 
pt.¥ ln connection wt th the axa:tlnatlon ot l&n4 
tltlot for the ne~ naval alr otAtlon at 
Penoaeola. It Lanon wanto thlo Job, ho ohoulcl 
get 1n touch ~ith Asolotant At torney Otntral 
!lorman Littell. If he cloeo not care to accept 
1t, lt lo the Preeldont 1 o lntontlon to replace 
h1a, in any e...-ent, with Senator Pepper'• 
cancllclate.• 

: 43 

• 
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Prtttnts 

llr. OheD 

Jtal.J P:l, 1~9 

111:10 aa 

Profe .. or Buok 

(111ee Cbaunoey 414 110t arr1Ye at the beginning 
ot the aeeUng and the Seoretar7 41otat~ to her tbe 
following 1ntroduot1on. ) 

We are talk1ng about the Cb1neee huing a aallgnant 
•lar1a wbioh 1e looat~ on their border between China 
and Bur1lla and I put thea 1n oontaot with Dr. Parran laet 
night and they aaw Dr. W1ll1aae th1e aorn1ng. 

Hlllr: I think , llr. Ohen, the way I would do th1e 
11, depe g upon how eer1oue 1 t 11, I think the E.baee7 
ought to aake th1e requeat. 

llr. Ote n: Yea, Yee. 

HII .Jr: Your ll:.llbaeq. 

llr, 9htn1 Yea. Yea. 

. r ·Jr: And I th1nlt 1t 1t 1e 1500. 00 a aonth --
t l500 a togetber, 1e that righU 

Prot, Bug: 
in China. 

Kr· Cb!p: 

1 5 ,000 for t hr .. aonthe for e:r;peneu 

Without •lariea. 

Without traYel1ng e:r;pen•••· That' • 
It 111ght be pou1ble to handle that. 

HII .Jr: I would han the &abaeey uke the requut 
and then you aean t he ts,ooo would o09er traYel1ng expeneee 
but • • •• • 

Prot. Bygk: lspeneee 1n China. 
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Kr• Cb!nl Organi~ation and Chin••• aeeiatanoe. 

!!!ld: 1 would let ;your .lcaba11ador get th1e. 

Mr· Qhen: Yes. Yea. 

HK.Jr: .lnd aa to the caone;y part, I Juet don't 
know what the rulee and regula tiona are • • , • •• 

Mr· Chen: Yee. Yea. 

HK.Jr: , •••• a bout Publ1o Health, Undoubtedl;y 
the7 ban had dozens ot requeete. UndoubtedlJ det1n1tel7 
t here ie a pre cedent. Did be tell JOU1 

Prpt. 8!ag\: He 111nt1oned oerta1n ruene tund1 
that be thought 111ght be ua1lable. 

J:I!Lh:o: I wouldn1 t know. But haYing f ound out 
now how """'t"''"do 1t, I think the .lraba11ador oould handle 1 t. 

llr. Chen: Yu, I all going to een4 wire tonight 
t o Dr, lung and I want to tel l h1• the generous otter ot 
aee1etanoe on ;your part; that ae eoon ae JOU baYS heard 
etatement troca Dr, Buok that 70u right awa;y put ue in 
touoh 10 &I to aolTe thia problem t or China. 

HK.Jr: Final 'l'bank ;you. • 

How, 70u 1tarted to talk to 111 bef or e about e11Yer. 
lbat did ;you want to 1411 

!r• Chan: 1 got a wire tbh 110rn1ng troa Hong long. 

HK.J r: .ln an1wer alread71 

llr , Chen: .loner. .lnd we would like YerJ .. oh 
to ot t er t o 7ou th1e 6,000,000 ounoea ot eilYer wb1oh 11 
etill in Chungking, 11 not eh1pped 7et, and llr, Hei !eh­
mou, who wa a here with me , 111 aaaiatant on the 1111a1on, 
1e eiok eo he proll1aed 111 t o giYt rae further i.nfonaat1on 
about eh1p .. nt, but aa I undaratand trom l&et wire the7 
oould abip fro• Haiphong or Rangoon on .lraerioan boat. 
It will be tor three •ontha. •• would like to get a 
bid in beoauee i t will be t or three caonthl. 
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~~ We haTe nenr ginn you a prioe, han wet 

Mr. Cbtn: Jo. 

fM·Jr: We haTe only giTen a prioe arter it ie on 
an Aller boat. 

Mr. Qhen: I all uk1r« a tnor. 

Hll.Jr: I aee. 

!lr, Cbep: I would like nry 1111Gb that ;you oan do 
t bia tor ••• bloauee U.ae ia eo abort; Illite thia e:~toep-
tional .. tter. But thia ooaing on AlleriGan boat. 

HK,if; or oouree, the trouble we haTe ia there 11 
a bill p ng to atop ue tro• bUJing foreign a11Ter and 
1t that Bill pa .. eCI I would be in an ellb&rrauing poe1t1on. 

llr• Chen: Yea. 

11111\Jr: Tell you what we will do. I w1ll have to 
tallr. to Pre elden t about it, and 1t I baTe an anawer I 
will get in touob with you and ;you oould oome back MondaJ 
or Tuuda;y. 

llr. Chen: Konda7. I will be b&ok Mon:1a;y. 

lUI .Jr: 8uppoe1ng you are b&olt Monday and I will 
try to get you an ananr. You underetand, we haTe been 
tallted to two or three ti .. a about thia ellnr in Tientdn 
and you appreoiate tbere 1e nothing we oan do about that. 

!If· Cb!n: I I don't think llr. Buok underetood 
about that tble 110rn1ng. &noouraged b)' auapendon or 
Japeneu treaty and he dld not aean to be eo eericua about 
it. 

Prot. Byok: Jot the right ti .. to mention it. 

HK.Jr: Ti .. a are eo tenee 1 took you eeriouelJe 

Mr. Qh!n: I baTe neTer diaoueeed it with hi•· 

Hll.Jr: I know that llr. Oben would not bloauee be 
would not aak u1 to do aolllltbing that would get ue into 
diftloul\y, 
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5" !lbto: !her appreo1ah nel')'thing 1011 are 
doing an JOU IU"e doing enl')'thing )'OU oag, 

J!!Lil:: I aa doing ne17th1ng I oan and to aalt 
me to do 1o•t h1ng IUU'ealonable 11 unfair to ae. 

lr• Ohtp: r1r1t I aa.. onr I did not lulow 1Uoh, 
'bu.t I han tritd to p1olt UJ). 

KK.Jr: I haYe Ju1t raolted - - wtQ> alit ae eo•­
th1ng ••• • 

Prot. Bugk: It 1bould not han been aenticned at 
th11 Uae. 

l!r. Chen: Ire han nner d11oU11ed it at all and 
fientlin lilYer would onl7 inYOl Ye )'OU i n I O .. thing JOU 
oould not do. 

KK.Jr: You do not w&nt Ul to inYol•e our OoYirn-

~· Obf~l Ire want to ooneer•e our poeition for 
7our tu~re he p. Onoe we eabarra11 you we loee that 
help. 

IIK.JM !hi a aorniag tn., aalttd ae about Japanue 
eil•er and gold, at ., preaa oonterenoe in Yiew ot the 
State Departaent'a announoe .. nt ot the abrogation ot the 
treaty and I 1&1d we were atud)'ing it, 10 we are doing 
e•eryth1ng we oan to worl')' the Japeneee. 

~· Chen: You are doing that , • • Alread7 U ia 
gradual aoYing 1hp b7 etep and of oourae rou are the 
beet Judge what oan or oannot be done. Ot the two, the 
Cb1ne11-.laer1oan 11 tuation 1101t iJII)ortant. 

!!!.:U:: I gueee l!r. Buolt ftl a little onr-aolioi­
toue, but we understand eaoh other now. 

!btn the Publio Health thing 11 1tartedt 

Mr· Cbtn: I am going to und a wire baolt todaJ . 
I tlke up with Allbauador a1 rou euggeeted. 

Prot. !lugk: !ha7 were YIJ'l' entbulia1t10 &nd eeea 
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rea4J' to go. 

11 tbt~1 

lr• CheRI ~t h all I ban to report to rou. 

oOo-oOo 
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!IIIASUII! EGAII!IIIIft 
otrlco ot \be S,.cre\&1'7 
S.crn S.rrico D1Tieion 

To : lll'8; IC.otz 

I I'M>: Chlot W1la011 

ror 70W' llltor.aUcm tho Preaid•t 
will l oeTo Wuhiact011 ,..,...... afiernocm 
at 4:30 tor Qll&ntlco, Virg1D1a, where he 
will board tho S8 Pota.c tor a --­
eruiao em tho beT e.n4 wi.ll return to 
C:.W.Uco l.londa7 mom1D&• 

15!3 

' 

' 

I 
* .' .. 
~ .( 

.. 

·. 
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h-M of .._. Olrt.ol' ftulp8 liT 
folozoal lu'pl.•• 0 IU1 .. OoloponUoa 

• I 
fHk j .Ulld.F 1 ...... : ; 

.~~~ •• 3 732 

10 1~.~30 

17 5.~ 

2~ 13,209 

.11111 1 U ,M7 

s 6,036 

15 22,086 

(Wo•II1F) 

t : t 
ao-..,.,. 1 DaFt• 1 aoatno : 

68,61.3 

13,833 

59,163 

1 .. ,025 

I I 

• -
78,000 

12,000 

36,000 

• 

-

69,3~ 

1o6,263 

76,&2 

63,2,.. 

59.310 

12,500 79,000 137 .~9 

22,000 29,000 

; On•JaUn 
1 to'-1 

135,23~ 

~1.~97 

318,309 

381,511-3 

~.853 

578,502 

657.009 
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GROUP IIEETIIIG July 27, 1939. 
9 : 30 A, II, 

Present I 

H.K. Jr: 

Gaston: 

H.K.Jr: 

Outfield: 

\'lh1te 1 

Graveu 

'llb.1te1 

H, J.I, Jr : 

White: 

H. I.: .Jr: 

Vib1te1 

White: 

H. II ,Jrs 

llr. O.eton 
llr. Poley 
llr. lloReynolda 
llr. Bell 
Jlr, Outfield 
llr. Gibbons 
llr. Graves 
Mr. White 
llr, Raaa 
ll1se Chauncey 

Herbert! 

Ho , I haven't anything. 

I read the a tory 1n t he Times about the surplus 
tax - thia Gravea .,.tter. 

Unfortunately, it aays this is a substitute tor 
the undistributed profits tax, and the r eat -
outside or that , I thought it was all right. 

Wall Street Journal handled it very well . Front 
page. I thought it was good. '!'hey di d make aome 
euch implication. 

I thought i t waa very well explained. 

Very well. Front page. 

Fron t page! 

Wall Street Journal - right 1n the middle. 

I eee - "Treasury Will Enforce Regulation To Drive 
Earnings Into Dividends.• 

I think the - I aUPpoee the President geta a copy 
ot that . 

... 

or that! Well , he talcea the Wall street J'0111.l"<l&l..,.lli 
You mean you think we ought to send it to him? 

Yea , because that wae what he wu especially 
concerned about , you remember. 

0 . Jt, , we'll aend h1ID that clipping. 
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Duttioldl 

H,li,Jra 

Dutfioldl 

a.K. Jr: 

- 2 -

Mr. Gaston euggoeted you'd like to eoe - th1a 
1e the way it wae publiahed in tho Now York 
Ci ty - Seymour Woiee 1 e remark• about you. For­
tunately, they cut out the moat aourriloue part. 

Looks very nice. 

Yea . Harold •••• 

Tell me what he said about me, 
suppose Seymour Weiaa aaid that 
him. 

I love it. I 
I want to crucif) 

Dutfieldl The only other thillg I have 1a that the Bun.et1n, 
carryina tho l!areh figures f or the atabil1.%at1on 
tund, will be released tomorrow morning . 

H. !.!.Jr: Yea . 

Dutfioldl Do you want by any chance to aond a letter on­
closing thoae balance shoots to anybody 1n tho 
capital, to arrive there about tho aa.me t1111eT 

l! , I.I,Jra No. We do send copi es of thoao - extra copies 
to London and Pari s . 

Duffield a 

Foley a 

H.M. Jra 

Yea. That's all . 

I have juat a relathely unimportant matter. 'l'hia 
1e a letter to the Attomey General about a young 
tallow that enlisted in' the Coaat Guard at the age 
ot 16. His father helped him talsity the recorda. 
And then hia mother wrote to the comnander or t .he 
ehip and eaid tha t the boy should be discharged 
because he waa only 16 at the time he had enlisted, 
and ehe produced a birth certificate. And she said 
that abo bad gotten a scholarship tor him to go to 
college and she t bougbt that he should take advan­
tage ot that opportunity. 

I don't - i f i t ' s all right with you , I ' d rather 
not send i t over t o Juat!ce , bscauao I think it'• 
pretty harsh. 

Well now, you haven't told me what the case ia. 
I mean what 1e the ehargeT 
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Pole)' I 

H. li.Jra 

Pole,. a 

lleRI 

Pole,.• 

H. II. Jra 

Pole,. I 

H.JI. Jra 

Pole71 

H. J4. Jra 

PoleJI 

H.».Jra 

llcR1 

Pole71 

White: 

Pole71 

I!. J.t .Jra 

Poley a 

ll .li.Jl' a 

l!u.u 

- ~ -
Por taleif71Dg &D att14av1t. 

On 'lfboee partt 

'l'lw bOJ • • part. 

ADd b1e tatber. 

.ln4 h1e ta ther. 

He '• 1n Cout Ouardt 

Be ' • been d1ecbarged now. 

And 1t JOU send 1t over there , 'lb&t rill tbe7 
dot 

The7 probably would proaec:ute b.i:a, and I think 
he 1 e pretty young and •••• 

What do you rec~ndt 

I recommend that we kill 1t, not eend 1t to 
Juat1ce. 

I accept your recommendet1cn. 

You woUldn't get a proaecut1on - JOU wouldn't get 
a aucceaerol proaecut1on. 

TheJ a1ght 1nd1ct h1:a, then t;heJ odght not try 
hi:a. He 'd han that on h1e record • . 

SpoU h1e ch&Dce tor the echolareh1p. 

Be probabl7 couldn't get tbe acholareh1p - all 
tbe reat or 1t. 

All right. 11bat elaet 

That 1e all. 

Oeorget 

I bave theee rew1aed revenue eett.at••· I'd like 
to go over th- w1th JOU ac.et11M ~n JOU bawe 
t11M. 

:62 
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B. IC. Jrl 

Haae 1 

!l. ll .Jr: 

l!aas 1 

H.V.Jr: 

Baas: 

11 . 11. Jr: 

llaae: 

H.!J . Jr: 

Haaa: 

H. r.!. Jrs 

Haae: 

:CJ 
- 4 -

Two thirty. 

And I'm going to give you a t•eport on that meeting, 

R1gbt now, becauee I alae aee the~'re going to 
give food tickets to people with income up to 
a thousand dollars . 

I aaw that in tha paper. 

Have the~ told ~ou about itt 

Ho. 

Wh~ in the bell don' t the~ take care of the people 
fi.rat who are on direct relief, before the~ start 
taking care of people wi tb i nc01:1ea up to a thousand 
dollaraT It sounds crazy to me . L:ilo Perkins told 
me the people on relief - there were 18 to 20 million 
people . f~y don't the~ take care of those first! 

I don't know. I think he aaya - he said up there ' 
~esterda~ at this meeting - Sonator Byrnes asked 
him about putting l a rd and cottonseed- oil products , 
shortening products , under thia food atamp, and he 
said that that wae a poss ibility, aaid the~ were 
moving very rapidl~ , that the administrati ve 
proble~ were very difficult, and the~ didn't want 
to got cities 1n under the arrangement before the~ 
were read~ , otherwise the acbeme woul d break do'll'll. 
That 's what be said ~eeterd.ay . But I ' ll ask h1m 

about that . 

Aek b1m about that. 

tlh-hub. 

\'1111 ~out If the~'ve changed the plan. 

Now, this other 1116eting - I don't know how it 
started originall~ , but evidentl~ there waa a 
meeting in secretary of Agriculture'• office 1n 
the morning, and aeTer&l Congreeamen, maybe :50 
or eo , were down to aee him beeauee the price of 
cottonseed-oil bad deelined nry rapidly , and 
1 t baa deel1ned becauee la.rd prioee ha'fe 
deelined. Then they bad th1a meeting in tha 
afternoon for the purpo .. of trying to determine 
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what to do about it. The7 wanted to do something 
ver,r ~u1cklJ. And ther explored all the field 
inolud1Jl8 a barter arraJl8ement with Germany ' 
And evidently thei r 1nterea t 1n the Treasurj 
Department is whether or not , i t they had a deal 
whether you ' d be lenient on thia oountervail1Jl8 • 
duty. Well, X..rry Bernard - Ed aent X..rry Bernard 
up there with me. I t was a pure legal question. 
He took that and answered 1t very effectively, 
Just cleaned it up. He pointed out i t was a law 
and all you did ns adm1n1ater tha law. That 
was all there was to i t . So they apparently 
abandoned that . 

Sa,-re was there. He tal.ked againa t a :~port sub­
aidi ea and barters, too. 

Wall, 1t got down to where they were thinking t hat 
probably the most r aaa1ble way or handlill8 it na 
to increase the price or corn ao they wouldn ' t 
fatten the hogs ao much and therefore they 
wouldn't have so much lard. 

(Hearty laughter) 

Well , the best i a still coming. 

That would JDean that they have to have a corn loan, 
but to have a corn loan you have to have some 
money , and they haven ' t got any money 1n Comn:odity 
Credit . So they told the Congreaeu n and Senatore 
t hey couldn't put through a corn loan or - they 
wanted a cottoneeed loan, too - unleea they put 
through this bill which reimbursed tbe CoJ:Codi ty 

Credit. 

.. 

Well then, towards the end ot the 1110etl.nc; they 
were t alking about various thill8s , and Coll8res......, 
Hobba , who was acting aa Chairman - several Senatore -
Harrison and all the southern - ll&nkhead and several 
other southern Senators there - and evi dently the 
suggestion o&ll!e out , waa put torth 1n Wallace 's 
ottlce, and it'a a new s cheme tor rai sing prices 
very ~u1ckly. They give out a statement signed b7 
Secretary or State, Secretary Mor genth&u and 
Se cretary Wallace, aay1118 that they're go1Jl8 to 
do all they can to increase the price of ootton­
aeod-oil; the peychological effect or that i a 
auppoaod to booat the price. 
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Haas 1 

White: 

Haas: 

!I. U.Jr: 

Gibbons : 

Haas: 

H,M,Jrl 

Haa s: 

H,!I, Jrl 

Haaa: 

llaaa 1 

H, M, Jrl 
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Wel l, Senator BJroea ea1d •••• 

Bow about b&nana o1lf 

Senator Byrnes aa1d, "No, I don ' t want &nJ or 
t hat.• (t.uabter l He ad d , "You may t eal good 
when you put 1t out , but that 's j ust a headache.• 

So I don' t th1nk that 1 a going to be one or the 
things they ' ll do . 

D1d they investiga te the possibilities or hog 
cholera! 

They're working on that th1a morning. 

Well, i t ' s ~and 1t' s tragic, 

It ' s t ragic all right . 

Oh yea, here's what they ' re up against . You see, 
I noticed the Agriculture Department 's f i gures 
i ndi cate that this new pig crop that ' s coming 
on 1n the t a l l, beginninG October , i s going to 
be about 20 percent l arger . 

Fi ve- cent hog. That ' s What th8')' 1re figuring. 

Uh- huh, So - well, anyway, the:r ' re meeting t hi s 
morning and they' ra supposed to cooe back to 
th1a group w1t!l some concrete suggestions. I 
don • t know 1lba t they' 11 be , Do you want me t o -
11' they a sk ""' • to attend that •et1Jl8f 

Yea , s ure. Ye s , 1'/a llace wants se1111ebod:r very 111\lch. 

Yea . 

Al l r i ght, Georgef 

'l'ha t 1 a all . 

George gat rrom Bell'• ottica a little stata1118nt , 
on a w~ekl')' baa1a , wha t t he 1'ood t1clcet a ala a 
a re i n the ftl'iOUS cit1ea. I mean there aren't 
10 ~· I1' you coul d go baolc and , say, have a 
chart - juat go very roughl')', talce ea ch cit;r t l'CIIl 
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the start, and on a weekly baai a give • a 
little figure , aaet Huht 

Yea , a1r. 

What elaet 

'l'bat'a all. 

We have just completed an investigation or a wood 
pulp caee which raiaee apec1al queetione. 'l'bat' s 
why I w.nt to call it to JOUr attention. It ia 
a very compli cated case , but our finding will be 
one or injury • which me ana tba t the Bureau of 
Cuetoms will probablJ apply a countervailing duty 
against i.mporta or wood pulp from Oemany. There 
ia a very powerful domestic lobby, and theJ've 
gotten Senator Borah to obtain approval ot a 
Senate cocmittee tor a Tari ff Co:mdsaion study or 
that industry, probablJ with the purpose of 
putting on a duty. So that means there'• going 
to be another lengtby atud)" of th1a •de in the 
Tariff Commission. It will probably take a year 
or something of that sort. The laet one they 
made took something like that - group of men. 

166 

And there 1s also the poaaibllity that tb.eJ may 
find aometi.me in the tuture a dumping caae againat 
the i:=ports or pulp troa the Scandinavian countries , 
which would really be aerloua, because we have 
alreadJ found injury, unless the situation ebould 
change . I don • t know whether we can do anything 
about it. 

There 1a - th.e only possibili ty wbich might receive 
some conaideratiCil ia, if you want to postpone 
thia caee, finding of this ease, on the ground a 
that the Tariff CollDiaeion 1a going to -ke a 
lengthy atud:y. 'l'bat 1 a the only out. Other than 
that , tbia will have to go forward and a counter­
vailing duty will be inpoaed. 

Why abouldn • t we go ahead i n the regular wayt 

Ul right. 

But now llcReynolda told me he waa going to t ix 
tbi~ que:t1Cil of wbere the people ab011ld be who 
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pa .. on OOUDterYalling dutlee , 'ftlat waa about a 
week aao. 

Waa itt We talked l t ower. 

Goorao •• going to - I uan 8&rr7 waa going to 
add to that partioul.ar.... '. 

Well, 1a 1t aettledt 

•••• work whoewer be could uae t o take care of 1t. 

Well, damn 1t, let'a aattle t he thing once and tor 
all. 

B&rrJ'a ott1ce h the place tor it. 

You've got s1xtJ caaea, ba't'en•t 7ou, and JOU 
told me JOU1re behind • • •• 

ll&o told ae I coul.d take on another -.n, and he • 11 
take care ot 1t. 

Baa it been dono! 

It 8&rrJ can find a aan. 

Well, ~rJ, can JOU bring 1t up to date and 
keep it that wa7t 

We can bring it up to date - 1t will t&1l:e t1ao -
aurelJ. 

lot with one -

With one additional .an. Ohe us tiM, give ua 
a row aontba. We can trJ 1t ~7· 

Aa tar ae aond1ng a field 1nveatigat1ng crow out, 
I don't believe tb&t'a jus tified b7 the concreto 
reaulta JOU could poae1blJ get from it, I tb1nk 
Jou'n got to confine ,.oureelf to an ott1ce 
exew1nation plua aen41ng out tor Wbatewer informa-
tion 1a ueeded. 

167 

IIJ idea 18 to clean the atutt up an4 kHP it up 
to date attar that , an4 put 1n •IIOUF MD to do it. 
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God, this stuff has been he.naing tor t'll'o, three , 
four years - these eases, It's terrible . 

Some of them were f ive years old before we got 
them. 

I know it, But let ' s get i t cleaned up , i t it 
tak6s ten men, temporarily; lot•a do i t , 

:68 

Do I understand Ylhlte 1a going to asll\lllle respons1-
b1li tyf 

We 'll put on another man, That will speed us up 
so:ae, 1'/e 111 reexamine tho a1 tua tion 1n another 
throe montha , see what progress we have made, 
I t h1nk we 11'111 have made onougp progress tOYSrd 
it so that Steve 11'111 tool thaE i t ' s all r 18bt, 
If not, at tbat time we can at tempt •• • • 

t~t payroll will those peopl e be carried ont 

nave to be on Cus toms payroll. It 's a Cus toms 
job , 

Isn ' t that all settled? 

It t s all settled as far as I'm concerned. I don 1 t 
oee how you can do it ~ othor way. We haven 1 t 
got the money to go out and h ire a crew ot 15 or 
20 mon 1n the f i eld. 

That isn't the point. The point 1 1m :caldn& is that 
the men who are doing it - I don't want them to 
be on the stabilization fund payroll. 

'l'hsJ ' re not. They won't be put on the stabilization 
t'und. 

Are the7 no'll'f 

You'vo got one man doing port-time work who is 
still on tho stabilization work. It's a question ••• • 

There are t'll'o men who a re on, I took i t from JOur 
conversation of last week - you indicated you'd 
see that t hose two men wore taken off • 

Vle'vo got that at th1a t ime in question statue. 

.. 
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I want tbat thing cleaned up beto:re tho t1rat ot 
Auauot, without tan, llac , 

Tben tb1a will go forward tho :regular way, 

Between now and the f irst ot August , It you'll 
oee llac and oee me about &nJ salary increase in 
your organisation, I'll take care or it - I ' ll 
do it between now and tomorrow nigbt. 

lll rigbt . Then tb1s will go forward i n tho 
reguJ.ar way. You won't boar &nJ more about it. 

Tb1s 1a wood pulp trom Oerlll&DJ, 

Wood pulp trom Germany . 

Go ahead in tho raguJ.ar way. 

Tbore is a great deal ot interest in it. We 
have made a very caretul i nvestigation. Wo can 
e t and behind 1t. 

Tb1a lobby that you apeak ot - are they tor our 
doing itt 

They would look with favor upon our imposing tho 
countervailing duty . There ia another group 
oppoaed, But this grouP would look with favor 
upon the imposition ot countervailing dutioa. 

That 's dumping duties rather than countervailing 
duti e s , isn't itt 

You ' re r1gbt. 

In any case , I'd go ahead in the regUlar way. 

:69 

Tbe second thing I've mentioned twice, Apparently -
I think you think I've bean tacetioua . I want 
to mention it again, because I think it ' e 1JI!por­
tant . The price of silver ia S5 cents abroad. 
The domestic price is going to be 71 centa. Tho 
ease with which toro18)'l silver oan be s11111ggled 
in and aold as domestic silver givaa lllll concern, 
because sometime 1n tho next couple yoara , it 
any or tbat 1s going on, there will be quito a 
ocan"•l and it will ba your reapondb1lity 
excluai~ely. And I ' ve -d• aomo investigation -
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we ' ve made in tbe paat - and we don't believe 
there ia an:r kind ot adequate - or a117 kind, 
but certainly not adequate - checking up ot 
the eituation. The audit11'18 here 1a over aix 
m.ontha behind and i t 1a voey, ver:r deaul tor:r. 
And I was wondering whether you couldn ' t initiate 
an investigation to see What protection you have 
aga.inst that, and then 1t you tind that 1t isn't 
adequate , we havo some auggeationa to make it 
adequate , to take care or when you came back, 
i t nocesaar;r. 

Isn't that the Bureau ot tbe Wint! 

Seoret Service would have to take care ot the 
investigative work tor them, to aee whether 
thoy were .•.• 

We have made so""' inquiries. 

Would you turn over what you have , and today, 
~lac, get the Bureau or the l!i nt and Secret 

Service together and givo me a report tomorrow 
morning, will you? 

Yee, air. 

I want one t0111orrow morn11'18• 

Tbe:r must got certificates i .n oach case. 

Well - I mean tbe:r get all the formula · 

Turn over wba t you have t o llac. 

It you're satisfied, after investigating, that 
you're protected, all right . 

'!'bore were several inquiries along that line made. 

Let ' s do another one during the summer. 

I think t wo years ago tho last one waa made. 
ma:r be mistaken. 

It ' a & good auggeation. llave a progr.., tor me 
tomorrow morning, llao. 

I 

... 
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1!h1tet Even it it were done in the peat, it beoomea 
more neooaa&rJ now beoauae tM profit ia doubled. 

H. II.Jra Tho incentive . 

NcR: More incentive now. 

Whitol 

H, li . Jr: 

\1hl.to : 

B. !.I . Jrt 

Haas : 

H, U,Jr: 

Haas: 

White : 

H,!4,Jr: 

1Vh1 to I 

!11bbona : 

H.li . Jr: 

There ' s been an outflow or capital now - 2S million. 

How much! 

25 million last week, 

Good. 

They wore buJing aecuritioa yeaterd&J instead or 
selling. 

And today. 

And today, too. 

VO'r'J small . 

All right , Harry! 

'l'bat1a all, 

I oalled senator Minton and told him about that 
man in Indian&, and be qntod to aeo the report , 
I a aid I hadn't aeon tho report and all I could 
tell him,... that it,... unfavorable. 

Be aaid, -well, what can I dot• 

I aaid, "The Treasury 1a not goinS to appoint your 
man. • 
Be aa1d, ~t about talking to the Prea1dentt• 

I aaid , "You might do that, and auggeat another 
name , But, • I aa1d, "th1a :u.n 1a definitely out." 

So he aaid, "I inaiat on aeeing the report.• 

I a&1d I couldn't • •• • 

Well, he's coming in at 10 100 o 1olook. You m1ght 
be here. '!'lie Prea1dent .. ked 111 to ••• b1a. 

.. 
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Want &nJ paperat 

I don 1 t ant &nJ papers. 

Herbert , you 1 re going to b e here , 

Yee . 

Senator Walsh wants a man named Haaaett , who is 
Acting Collector or Internal Revenue, appointed, 
and he 's been sending around letters. 

That 1 a an old case, 

172 

I know , but I told you it bad been taken care or , 
'l'he President gave JOU a memor andua, reml!llllbor , 
about the tell ow named Buckler. 

No , 

Well , that waa - he gave JOU one or those little 
alipa . Walsh doesn ' t we.nt him, and flalsh baa 
been writing letters to poople 1n Maseaehuset~s 
and he said he would have nothing to do with 
the appointment. Someone sent one ot those to 
the President, and the President ia aore

1
about 

it. So J~ Roosevelt.. .. Waleh aake~ me laat 
year it I wouldn ' t aend Ul> the name or Haaaett . 

I have no auggeati on trom the President. 

No, we haven't had a auggeation, excepting the 
President a&id something - "How about t h1a fellow 
tor Collector ot Internal Revenuet• 

Well, Hassett 1s all right, isn't bet 

He 'a the tallow that lleCormiek wanta . 

Yu . 

Be '• the tallow that lloCormiok we.ntl , but Gcy 
Bel ver1ng thinks he • s a nit-wit. 

That ' s rq 1111preaa1on, but I wouldn ' t be aura 
about it. 

until 0\Q" e~s hack, Harold think• we ousJ>t to 
let tha thing r eat - until 0\Q" comes back. 
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lo that what JOU n.nt! 

Yea. 

That's all right . 

UoCormick hae been bearing dawn· on the White 
Bouse . That ' s the reason I ' m telling rou. 

We have no dat~te inatructiona on this tram 
the White House, heve nt 

Nothing. The onl7 thing we've ever seen - thet 
memorandum - "How about • •• • " - rou know how he 
writes these things - 0 Th1a tellow be all rigbt 
tor Collector of Internal Revenue!" or something 
like that , signed "F.D.R. " 

He 1a all rigbt , isn't ha t 

This man Hassett ia Acting COllector now. He can 
go on indet~telr 1n tha t statue. 

I just wanted to let rou know. 

Anrthing alae! 

That's all • 

I thousht rou mi~t like t o aee this latest story 
about l!r. creenlee 1n the Indianapolis Times ot 
;resterdar. Apparentl:r the whole stor:r 1e out about 
h ow we•re intending to handle him for 1nea>e t ax 
violat ion, a.s wall aa not allowing him to be 
appoint ed. 

Daniel Kidnart 

Don't know him. Waehington atorr t 

Indianapolis Ttaes. Is that a Ser1ppa- Howardt 
Yea. 

How doea that all get out! 

The t1rat intimation I had of it was that it had 
gotten out loeall7 and the International News 
Ser.ice had queried their Washington ottice, 

.. 
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asking waa it true that we had f ifteen men 
investi gating the income tax return or 
L!r. Greenlee, That waa laat Frida:y, 

Well, I 1m going to tell l&r . Minton that ~~q 
advice 1a tbat be la;ra ott , and leave Mr . Smith 
alone, because i t looka prett;r bad, 

So that we check - I told him I haven't seen tbe 
report and know nothing about it and Just aimpl;r 
waa adviaing him. 

I ' ll do - I'm going to handle him. I want :you 
to atay here , Kae, too. 

All right. 

Well , I 1m not going to give anybody the report . 
The bell with bim. 

:74 

llerl : I d.1dn' t tell him, but he called me half a dozen ... 
times , Minton called Harold yesterday, and fina l ly 

H. tJ .Jr : What? \\'ho asked for 1U 

lleR: Uinton asked Harol d for the tile yeatorda;r. He 's 
asked me for it half a dozen times. 

Gravea: 

H. lJ. Jr: 

Cro.veo: 

ll .U. Jr: 

Graveu 

H.I.! . Jr: 

Gravea: 

Well, I think 
JOU think aot 
here. WbatT 

1t1 a easier i .r we all aee him, don't 
No sense or your (Oravea) being 

No, I think it's Juat •• • • 

Then the rest or US don I t knOW the details , 

Kxeept that i t ' s bad. 

Yoa . 

I have a cop:r of the report right here . 

or tbe reportf The new one? 

No, no , Juat a cop:r or the report . 
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I dan 1t want it. Thank JOU• 

I told h1a all I knew - i t wae juat impoee1ble 
to appoint him. I said , "It can't be done.• 

Well, i f we oan bold the fort tor another ten 
da7a on Indi.aDa and Flori da , I think i t will be 
quite a tea thor 1n the Troae\1%'7 • a cap. 

I'll ea7 it will. I ' d 11ke to eeo thoao two 
Collectors remain 1n office, 

So would I . 

Wall , we'd have to investigate ~ other nCIIIJ.nee , 
and the t woul.d certa1nl7 taka more than ten da7e . 

llell, I have no auggeatione. You told him he 
could give ua another name , d idn't 7out 

I eaid, "The only thing JOU can do , Senator, ie -
I'm giving you friendl y advice - ie to submit 
another name. " 

He said, "It it' a tha t bad A I want to eee the 
report , know What' a in it. 

I said , "I don't know What's in it. I haven't 
aeen it. • 

All right . He can aee it attar we've submitted 
it to a Grand Jur,. 

I have nothing. 

There ie aomet.b1ng else that occurred to me that 
I might apeak about , I wonder if a at~ bas 
already been made - a comb ina t1on of t h e Internal 
Revenue under yoo (Graves) and in 7our tu divi­
sion - examining verr comprehenaivelJ thia 
Se ction 102 that' s wri t t en up hero. 'lhore will 
be a great -llf technical and economic questions 
that will arise in view or the publ1oit7 Which 
i t ie now being given, and I tb1nk while yoo ' re 
gone, it theJ can prepare a verr comprehensive 
report , maldng the proper e oonOI:Iio analysis , 
aa wel l ae a technical one ••• • 
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Talk to Harold about it. 

Yea , 

SooT Beeause what'e-hia-lliUIIe 11 on thil alrea~. 

Bl ough. 

Oh. I juat wanted • •• • 

Well, whatever 7ou have , apeak to Harol d. 

Den, I •ve got Emil Schram eomiJla tor luneh. I'd 
l ike 7ou to be here at two, eeeT And could you 
rear range these thinga tor me under the Presi dent's 
reorgan1:r;ati on plan. In other words , I want on 
one aheet eve~ing which comea under Jeaee Jonea , 
everything whieh ccmee under Carmody, everything 
which eoce• under Vlallace, and then those whieh 
don 1 t . SeeT 

All ri&bt . The7 are alphabetically there . I 111 
rearrange them. 

But they are not by •• • • 

... 

Bella Tha~'a right. 

H. Jt. Jr : 

Bell: 

H. JJ. Jr: 

Bella 

H, l!, Jra 

Bell: 

They ' re not by groUP•• SeeT 

Yea , I understand. 

And then you might be studying t he thing carefully 
and aee - I aean 'llhether - when we group them, I 
mean - ob, i t you come 1n here at five minutes or 
one, it there are a:rrr glaring ditf erencea, you aee .. .. 

All right. 

I think I'll give thia back to you. att de it by 
a gencies w~l you, and then it you're in here at 
r ive - I' mean I haven't - and then the 'llhcle 
question c~a up ot.... I think you m1~t be 
bore for luneh, teo, Ed. I th1nl< 1t you ll be 
hero , too • . . • 

· The bill amending the Tenneuee Valley Autbor 1t)' 
Act authorizing i t to borrow 6ll million doll&ra , 
aa i understand i t , ia on the Preaidant'a desk 
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tor aigna ture. And they want to go ahead a a of 
Auguat 15 - I think that 1 a a little early, with 
all they've got to do - but anyhow, we're atudy1ng 
it. Now, th1a authority doea not give th8m a 
revolving rund. It autborizea them to iaaue 
6lt million dollars in bonda, and when they once 
are issued, they will have eXhauated their authority. 
So that means that if we can't work out an arrange­
ment Whereby we ean bUJ in interim and then convert 
that interim into, eay, a aerial bond aa we aell 
them on the market , i t may be that we'll have to 
take the aerial bonds 1n tho firat instance at 
rates stipulated at th1s tt.e, and aell them at 
whatever we ean set, three, a1x , ten montba tram 
now, for th-. 

I don't want to sell an;y securi tioa 1n the month 
of August . 

No , but 1t means we'll have to bUJ them- that waa 
our arrangement. 

That 's all right. 

But we may have to fix the rate •••• 

can you give me something to look at before I go' 

I think I ean. I'll try. a>t I think they 've 

11
et the date too near. It ouE)>t to be September l. 

It • a quite col:lpllcated. tJnleea t he lawyers can 
work out an i nterim - they're working on that . 

I don't see why we ean•t . I talked to them last 

n1eht . 

Well , I•m a..Ulable, so the next move ia up to 
you people. 
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lleiiO...,diiD of Con!oftDce in the S.crot&rT'• 
Ott1co, at 10 a ·•· , 11117 21, 1939. 

Preoent: Secrot&17 llorcontbau 
Senator lll.nton 
Aaliotant Secrot&r7 O.oton 
Aaoiotant Secretary Oibbono 
llr. l.tcRe;ynoldo 

!he Secretary explained to Senator Winton tb&t ~t the 
ro~'Ueot of the Preaident bo bod aaked the Senator to como down 
oo !hat bo could expla1n to ba t he re .. on •b:r be. u Secrot&r7 
of the Treaouq, could not roco=end the appoilltcent of 
llr. Pleu l:o Greenlee u Collector of Internal a .. anwt !or tho 
State of Indiana in accord&nce with the Senator'• recoomendetiono 
The SecretAry explAined to tho Sonator thAt in all ca1e1 where 
recogmend&tiono were made tbroueh eetablithed cbannelo for the 
apyoint~ent of Collector• of Internal Re•enua and other 
Pr .. idtntial app~intcento in !r .. ouq, be roqulred an innoUp­
Uon to bo u4e of the ca.n414oteo before oubaH tln& the 
no:>ill3t1ono to the Preoidont: tb&t uactly thio procedure bad 

bun followed in the caoo of llr o Greenlet o 

~he Secretary atated thnt he wao oorr:r that the inveot1gat1on 
ma4e in thh cooo had reoulted in the denlopment of facto which 
aedo it impoooible for him t o ouhmit Greenloo 1o name to tho 
Prelident. !he Sonator inquired whether ho could be per.a1ttod 
to e:ma1no the ret>Ort or bo 1nforDe4 of tho opocitic ohart;u 
denl opod o !ho S~cret&r7 told the Senator chat the !octo denloped 
•ere ot ouch oerioua cb&rooter thnt he ae not ot llbert:r to 
diocloee thea except through tho eotabliohed ohannele for tho 
dtternination of guilt or innocence of a oiti1en: that ho had no 
41e:poc1 tion to preJwl&e tho caoo and in thio, u in all other 
caaea , he aea1.med innocence UDtil guilt aa pro.-ed, but that the 
character of the caee precludod &07 diocloaw-o of informotlon at 

the pr eoent tiao. 

The Senator indicated that be wuld w1 thholc!.· &07 !W"tbor 
Action on the eaae or the aUbm1ae1on of 4D7 other name at a 
candidate pending the outooao of the 1nnotipUon in tho hop• 
that lil". GntnlH wuld bo able completely to axonorate hi•ul! 

rro. &OT charco•. 

• • • • 

:.78 
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PRESENT: Mr. Dietrich 
Hr. \fh1 t e 
Mr . Cotton 

Mr . Bernstein 
Mr . Chen 

) 
) 

JUlJ Z7 1 1939 
5:00 p, ra. 

Per l a tter part 
of meet1ng 

H. !I. Ja: A tew minutes ago t he President or t he Un1 ted 
States oal l e me and said he had Just had a cable trom 
A::baaaador Bull1t t about t he Chinese foreign exchange, and 
vhat vas t here ve could do t o help. So I sai d t he only va7 
I knev ve could help vas t hat Mr. Chen had been i n this 
~orning a nd of f ered me 6 mi l l ion ounces or s i lver which ~as 
at Chungki ng ; t hat I had intended speaking to hi m about i t 
tocorrov, but I heal t a ted t o do anything vi th the Townsend 
Bi l l pending , Which would direct t he Treasury not t o buy 
any 111ore foreign s i l ver. 

So he ~n1d , "Is it al l right t o do it ' ? I sai d , •Well 
I th1nlt so . • I said, ' 11e have to make thom a pr ice subJect 
to deli very on American flag-&hip , subJect t o delivery a t 
Hai phong or Rangoon. • So he said , ' Co L~oad and do it.• 

White: Do you t hink a conver sation wi th Townsend 
ci 3ht a~aome difficul t i e s l a t er - - t oll i ng him wha t the 
s1tunt 1on 1a ; pr obably would appreciate it and might be a 

-.er :v good ges t ure . 

Cotton: What sort ot a f el l ow i s het Would he t ake 
1 t? 

:79 

!!. H.Jr : He'e ver:v n1oe to me - very nice t o ae . libat, 
between you t elli ng me t o call Townsend and Ed Pol ey t el ling 
~e t o cal l Pitt~n, you' re getting to be a coupl e pol1t1c1ans . 
•bat did we do last t ime? 

Dietrich : We bougbt 14; ounces . They een t it on a 
oonst nl steamer . 

H. ~!. Jr: Give tbem a price in adva nce? 
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Dietri ch: Oh, yes. We have to send t hea 
ot ~~e bid tor t ho day. That vas tho atutt they 
¥~nila , and put on an American boat at Haiphong . 
Acer1oan l inea don ' t put in a t Rangoon. 

tho price 
sent to 
Regular 

:.au 

H.l! .Jr: You ' re wrong. There 1a one boat going_trom. 
t!an1la . 

Dietrich: That's the Universal, it t hey can uee t hat, 
The only thing there is the insurance r a t es mi ght be 
proh1b1 t i vo. 

H.M.Jr: Is it a one or two acrew1 

Dietrich: Single screw - pr aoticLlly freight boats. •e don ' t care it they can arrange it t hat vay because ve 
don ' t pay t or i t until it gets i n to tho refinery here 1n 
the United States. When he sen t that cable t he other day 
he sai d Haiphong or Rangood. 

Ano ther va y you might be able t o do this -- ve don ' t 
know what t he shipping condi tions are over there -- bid t hea 
tor deliver y here on board A~erican steamer here in t he 
United States; t hat i e , 1f t hey ooul dn ' t get it out any 
other way t hey could ship it by coastal boat t o Singapore 
or J:an1la . Leave it up to them. 

H. t.!.Jr: I will pay them once 1t' o on an Ame rican 
nng- eh1p. 

D1etr1ch: All right. 

l<'h1to: Tho 1aportant t h i ng i n t h1o 18 t he p syohol og1cal 
erteot.---

H.l! . J r: Everything . He enid t he ett ec t in London on 
~Mberla1n vne very bad, conpar1ng what ChAmber lain did on 
Japan and what we have done on abrogation ot the treaty. 

~~ito: I have just gone over t ho material t hat woe 
prepared'!iit tall. ~le ba vo a tew new case a thA~ seen t o 
be pretty goo4 on J apan t o 1mpoee seotion 303. ole have thA 
thina all ready. Do you want to look at it be t ore you go? 

H. M.Jr: It you and Johnson will reoommond it. 

~~1to: Johnson Just told me that Scott had Juet 
aooerta~that J apan baa given a secret subsidY t o t heir 

.. 
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exoortore, l arge exporters ot cotton textile• t o the United 
stat es. A new subsidy, but he can 't prove it. 

H.M.Jr: Who's Soot t t 

!hll!: I t.."'ink a Tree.aury man. Pretty eure. 

!i.J.!,Jr: You know Arthur Vandenburg made a ate.tement 
t avoring ati'Ogatlr:llot the 1911 treaty, Sni d i t wna O.K. 

Dietrich: Would you want t hi s bid to go out tonight? 

H. !·!. J r: Yea I 

181 

Dietrich: Do you mind it I leave and find oo~body in 
tbe Fed? It' a a ttar six up t here . Ve make t he bid to China 
through the Pederal Reserve. 

H. N. J r: Go ahead. That's the proposition - 24-hour 
service. The Presi dent said that statement on Japan va s i n 
the sate tor about a month . 

~: A good time tor it. 

H.ll . Jr l·!arvelous! Theee thi ngs usually happen about 
th1o hour an I vas Juat s itting here tbinki na , "This ia a 
n1oe quiet day and I would go and get a hat. • I can 't go 
to Soandinnv1n With n panama. They would t hink I vas a 
cowboy, or aoBeth ing . The President gave l!re . ~!orgenthau 
orders tha t 110 bad t o go and call on al l t beae crown prince a 
and princesses. She sai d , •For heaven's anke , don' t reoind 
h1::t . 1 He enid he would call up J-!eaaersm1 th and arrange it. 

( At this point Secretary spoke t o Senat or Townaend 
t ree Delaware and the tollovi ng i e t he r ecord ot 
their conversation. ) 

' 
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July 27, 1939 
5:10 p.e. 

!!l.fJr: Senat or ••• • •• 

John G. 
Townsend: Yeah. 

l!l>!Jr: Henry ~!orgenthau , Jr. 

T: 

H!!Jr : 

'!' : 

K:!Jr : 

T: 

~ . 

'l' : 

!il!Jr: 

? : 

Hello. How are you, Hr. Secretary? 

How ie the a pple crop? 

Wel l , {Laughs) it's pretty slim this time . Very l ight, 
mi ne 18. 

I ' d 11ke t o talk t o you a minu t e , oont i dent ially, i f I 
mi ght . 

You may. 

Aa one apple grower to anot her. I ao about t o buy six 
mi lli on ounces ot silver trom t he Chlnecc Government 
and-- I di dn't want t o do i t vt thou t tirs t talki ng 
to you, because the l ast t i me I tes t ified, I think you 
asked me whether we had any commitments outstandi ng, 
and I told you we d1dn' t. And 1f I did t hi s , >re would 
have th is commitment, t or about a month. 

':lell, don 1 t you -- I mean - - no way t he Japanese get 
the benotit ot t his, is t here , Mr. Secretary? 

No , no. I tell you, th1a 1s up at Chunglt1n.g -- up at 
tho Chinese capitol. 

Well , on what theory - - on vbat theor y can you buy tha t 
Vhen you have no use t or it, Senator -- Kr. Secretary? 

Wel l , {laughi ngly) I'm no t buying i t on theory. We ' ve 
Just t ol i owed the practi ce tha t When •••• • 

Huh' 

.•. •• • a ny government otters us sllvor, we've been buying 
it-- any triendly government. I mean, I ' ~ not -- I ' m 
not debating wether it's good or bnd, but I didn ' t 
want to do it wit hout tiret telling you about it, But 
it'e up in Chungking and •••••• 

Huht 

... 
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?: 

- 2 - 1.83 

The dlnr ia up 1n Chungking , the oapitol or the 
ot the Ohineee sovel'll:lenti and the:r'.,. ottered 1t to 
ua, '1'he normal th1ng wou d be tor ua t o bu:r 1t. 

Yea, I know it would ha•e been, but I don' t think 
I think t hie amendment or mi ne ia going to paaa, I 
think it will, or oourae, I ma:r - -

HY~r: Well , •• •• • 

1: I ma:r be mietaken • . 
~!Jr: \/ell, it wouldn't -- it wouldn't initiate ao:r outstand­

i ng oontraote, would i tt 

f : No , I don ' t-- have no intention or that. 

;.:;Jr: tlell , it - - it we Juet understand eaoh other that -­
thAt I'm doing this, I von't aek :rou t o O,I, it, but 
Juet so that :rou know it. You eeet 

! : Yeah • . No , I couldn't 0. x. 1t , beoauee I don't think •••• 

T! 

Hl!Jr: 

T: 

;n.t.Jr: 

!! 

EY~r: 

? : 

EY~r: 

T: 

No . 

...... ;rou ought to do it. 

Well ••••• 

That'• m:r opi nion about it, but •••••. 

Vell, you -- :rou - - all I'm going to aek you is that 1! 
:rour amendment paBSes that :rou let me tult1ll ra:r -- m:r 
vord, that ' a all. 

~ell , I won' t-- ot oourse, I won't violate an;r •• • •• 

1'ha t'. all. 

••••• -- an:r oont1dence or :roure. 

No, I mean, I -- we do all or t hia - - we enter into a 
contract to bu:r it and \ he;r' l l aend it down to the 
neareet pOrt and I'd like t o tult111 it. 

'But 1t aeem• to me ••• . • 

Yeah. 

I .eao. 1t Juet ••••• to •• that we' re bu;ring a 
· • · . - - e low, 1! -- •7 produot tor Wbioh we have no us • 
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P.v.J'r: 

f: 

lll:Jr: 

':: 

- ' -
Jlldpent ie tbat 1t 70U •48· the pt'1oe ot eUftr JO 
oeat e inetead ot 35, you'd etill - - tba war prioa 
would etill go there an4 you'd et i ll get eilTer. 

:i.84 

Well , I -- I wanted t o do you the oo~teey, but 1t you 
ea.1d to me , 11ov, Korgentbau, yo14 buy i t All4 my amen4-
ment paeeee, I'm not going t o let you tultill it.• 
That-- that vas all I wanted t o olear. · 

. \fell, I don't know lihether I oan help 1t or not. (Laughs) . 

No , but I mean, yo·u• re not going to -- you're not going 
to try to-- 1t this amendoent peeeee •••.• • 

I would not 
in any way. 

going to do a thing that'• diehonorable , 

lll!Jr: t:ell • ••••• 

!: You know oe well enough. 

!!I:Jr: 

T: 

m:Jr: 

!: 

T: 

I!!!Jr: 

T: 

Th4t ' s Why I'm calli ng you. 

You know I wouldn't do t hat . 

Yeah, - that ' s-- I know· - tha t ' s Why I ' m oalli ng you, 
beoau"e I know you ' re an honorable person. 

But I -- I still say t hat I don ' t think you ought to 
do 1t. 

Well, •...• 

But that's a matter ot ••• : .. 

~bat'• a matter •••.•. 

It isn't between you and I. 

Sure. 

'l.'hat'll ooet what, about elx tlvee are t hirty -- 21 
million dollars, won't itt 

2 million. 

Hub' 

2 , 
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!: 2. 

!!!!Jr: 2. 

f : 2 a1ll1on a hundred thou~and. 

HJ.!Jr: Ye 1, dr. 

T: Yeah. All right. Well , I appreolate your oalllng 
~• • Mr. Morgenthau. I etlll -- I etlll don ' t agree 
with rou, but I appreciate your oalll ng me Just the 
aame. 

!!I!Jr: 'l'hanlt you eo muoh. 

T: You're veleooe. 

:as 
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I!. H.Jr: '1'hat'a all t hat you oan expect. 

Diet rich: Ve have about 15 million dollars or 16 
cll l ion dollars in contract s outstanGing now With do~estio 
refineries . or that, aome goes i n t he same cat egory. 

\/hi te : But I thi nk t hi s will atop him, That you di d 
not do !t'!n anti oipation and all that eort or t hi ng. I 
take 1t you did not want h im to think the re at•e any pol1 tioal 
mo tives. 

I! . •!.Jr: I did not want to say anything to hit! that 
he could quote me on the floor or the Sena te. What I an 
sayi nc ia we are doing • •• ••• 

~: • .•... the wa:v the law re~iree . It i s still 
mandatory until hie bill is euooeearul an4 amanda 1t. 

Dietrich: Your idea would be to big t hen tonight? 
I hove t o get tho people in th~ Fed. back. Delivery American 
boat Rangoon or Haiphong. 

H.M.Jr: Give them 90 days . 

Dietrich : But pay them wbon it is del ivered on boat . 

I! . H.Jr: On board Amer i can !lag-chi p , Rangoon, Hai-
phcnr, , or any place . Didn • t >~e do it that .:ay down at Bo:ubay 
onoet They sai d t hey wanted t o put 1t in t he Conaulate or 
something. Bi g shipment , but we di d take it on board. We 
took another one at Saigon. Took 51 days !or t he t hing to 
oomc around. Thoae aoall American bont e that oake the trip 
to Sai gon -- t h1e nartioular line ie run by t he United States 
Shippi ng and belonl<;e to the ~!arit1me Collllllilsion. !lice trip. 

Dietrich: Mr. Secretary, I wae thi nki ng , would it be 
bett er to let the Chinese decide whe re to put it -- a t vhat 
port , in view or all this unsettled •••. .. 

!!. M.Jr: Sure. 

~/bite: You saw t he cabl e that France V9 1 r eported 
to hnvewrtl'idravn 2 m1ll1on pounds they >~ero going to 
contri bute? 

Diet rich : Oh, yes , t hey never did that . 

:.as 

... 
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White: And poae1bly the Englllb ooul4 Mite up tor 
tbil lal'iit"aot1on, voul.d extend nev oradU. 

H.l·l . Jr: I don't 'l.'&nt t o get mind up in thllt Btab111-
ution Funl\ budne ... 

(At th11 point Mr . Bernstein OfJIIe in and vaa 
followed i mmediately by Mr. Chen.) 

H. !I.Jr: Hello, Mr. Chen. Do you knov l'.r. Cot t onf 

!lr. Chen, I aa1d I bad good neva. The Preeident called 
oa up .nd wanted t o ltnow vhat we could do to help 11ore, so 
: dai d you had ottered us this JDOrn1ng 6 aa1111on ounces or 
ell ver at Chungking . 

Chen: Yea. 

H . I~ .Jr: And the President aald to buy it. So we make 
an offer aa of today at 35 cents. 

Chen: Thank you very muoh. 

H.H.Jr: And I take it you want 90 days or eo. 

Chen: 9 0 days. 

D1etr1oh: I vas going to give h1m abou t 4 mont hs on 
tb1a one a.nd 26 day a in view ot the a1 tuation over there, 
because they wil l shi p 1t as soon aa they oan. 

H.M.Jr: I t ' s up 1n Chungking. 

Chen : Yea. 

H. !l.Jr: You don't lalov Where 1atey would aent itf 

Chen: To Hai 'Ohong or Rangoon and trana-ah1pped fro:~ 
!!a1phong or Rangoon t o b e shipped t o th1e oountry • 

H. !!. J r 
what you wan • 

\/ell , we will moke a bid t on i ght, 1t t hat's 

Ver y good of you. 

You would make 1t tonight thro ugh the Fedf 

:87 
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!lietr1oh: I will get the Fed. tellova baolr. ton1gbt, 

H .H.~: !o Central Benl< ot China at )5 oente, de­
livered on erd Amer1oan tlag-ah1p • 

.2Jl!!l: Yee. 

H, H, Jr: That all r1ght, Bernie' 

Bernate1n: Yea. 

H.H. Jr: How long ought they to haYe? 

Chen: From Chungking to r.unn1ng - I think that 
wouldn' t take long. 

D1etr1oh : When we bid, we bi d tor del ivery 1n th1& 
countr y, eo aany days. Make 1 t 90 or 120 day a. 

H. M.Jr: 'rhle mo:m.1ng he aald 90 daye. Can you make 
1 t 90 days? 

~: We oan make it. 

H. M.Jr: I would r a ther make 1t 90 daya than any more 
thlln that. 

Chen: Yes. 

H. li.Jr: Do we have to vorl< out anythinS' 

D1etrioh: I will work 1t out with the Fed. 

H. M.Jr: That•e the normal way, t hrough the Fedt 

Dtetrloh: Yea. 

\'h1te: Any publlc1tyt 

188 

H. M.Jr: NeYer gets out. You don't want 1t known. 

Dietrioh: We never give any ot tbeae b1da any publlo1ty. 

£h!g: Any bolp Juat nov helps. See' 

H.M.Jr: You had better walt. Let me talk to Senator 
P1ttoan and aee bow he reels . I baYe bean unable to get hla, 
but aa or tonight, let'a aay no publloity. 
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.£!!!.2: Ve need eupport t or China to4aJ'. 

~: And publ1o1t7 Should ooae a daJ or two later . 

H.W.J{: That doean•t make an7 dltterenoe, but I want 
to think tha over. 

(Loud no1ae or automobile bnokt1r1ng.) 

H. !I.Jr: Tha t's a oelebrat1on - Oh1neee flrevorka. 
You sec, you don' t oome and see me enough. I don 1 t ge t s 
chll.nce. You wa1 t around here tor a 11 ttle whUe and we do 
bua1neoo. 

Chen: I want to - want to very muoh, but sometime I 
teel yo\i""ire eo bUBJ, 

Jf . ~t .Jr: I' m not bue7l Let me have tlme to thlnlt 
about publioity. 

~: Thank you very ouoh, Mr. Secretary. 

189 
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TO 

. oo .. 

SubJect: 

TREASURY DEPARTMENT ~93 

INTitR 01'1'1C& COMMUNICATION 

DATS July 27' 1939 • 

Beoreta~enthau 

l.!r. Ha/1'/ · 

Report of meeting held in Senate ADoropriations 
Committee Room, Wednesday, July 26 · 1939 at 2 p u 
(Exeout1 ve Session) • ' ' • • 

Pu.rpose ot neeti ng: to determine what mi ght be 
done to increase the prices of cottonseed and 
cottonseed oil . 

Attendance: 

BeMtors 
Bankhead 
Byrnes 
Connally 
Har1•1son 
Hill 
IJcKellar 

Fulmer 
Hobbs 
Pace 

Congressman Hobbs , Presiding Cha1:ms.n 

AAri oul ture 
Bledsoe 
Boyd 
Hutson 
Perkins 
Randolph 
Rio hard& 
Robbins 
Wheeler 
Wilson 

Commod1 t Y Cred1 t 
Goodloe 

St~te 
~inster 

Hies 
Sayre 

TreMury 
Bernard 
Haas 

Dr. Soyd, of t he Department of AGriculture , was asked 
tO furnish a statistical Dicture Of the cottonseed oil situation. 
He concluded by esti mating that in the calendar year 19~ t here 
would be a eurplue or edible rate a nd oil&, exclus ive o! butter, 
ot about 4?0 to 600 million pounds. He point ed out that the 
declining price o! cottonseed oil ia in a large part the result 
or the increase in the supply ot lard and t he prospects tor 
further increases next year . He telt t hat anything that could 
be done to reduce the l ard supply would not only i mprove the 
price or lard but the price of cottonseed oil as well , i n that 
the two oo~odities are to a large part in terchangeable and 
t .•eir prices move together. 

• 
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SecretU"Y C.Orgentbau -2-

!.lr . Robbin a , Assistant Director ot Llarketing , Department ot 
Abriculture , stated that the:y had explored varioue methode which 
might be used to relieve this situation. He l1eted the following 
poss i bil1 ties : 

(ll Placing an export eubsid:y on lard; 

(2) Barter trade ot la.rd with eome oountriee, such ae 
German:y; 

(3) Distribution ot cottoneeed oil products and lard 
through the Federal Surplus Commodities Corporati on 
(this would include direct distribution and distri­
bution by means ot the •stamp Sys t em•) ; 

(4) Taking a quantity ot cot tonseed ott the Q&rket b:y 
means or a Comoodlt:y Credit loan; 

(5) A Commodit:y Credit corn loan tor t he purpose ot 
increasing the price ot corn, thue reduc i ng the 
incentive to fat t en hogs , etc . 

Ur . Sayre, Aesistant Secretary ot Stat e, was asked to express 
hi s vi ews on the s ubject ot the bart er arrangement and the possi- -
b111ty ot placing an export subsidy on lard. Ur. Sayr e spoke at 
some length, vigorously opposing t hese proposals on the ground 
that they were in oontlict with the whole reoiprocul trade t reat:y 
?rOBram, that the:y are unsound economi oall:y , and that they would 
not achieve any bsne!icial results . 

Congressman Hobbs , who was acting a s Chairman, quest i oned 
t~~t even it a barter arrangement were made t he Treasury Depart­
~en t mi ght invoke countervail i ng duties . He a~ed to have the 
~~nsur:y' s positi on on t hat score. Ur. Bernard spoke tor the 
~reasury , pointing out that it was purel:y a legal question, and 
t~t the Secretary o! the Treasury had no discreti on w~tsoever 
in ada1nister1ng the law. 

Ur. Perkins, President ot the Federal Surplus Commoditi es 
Corporat ion, diaoueeed t he possi bilit y ot relief purchases . He 
said at the moat probabl:y not more than 80 mi lli on pounds ot 
cottonseed shortening could be dioposed or in t his manner, and 
that this would not contribute muoh to aol v1ng the surplus which 
1a or a magnitude or 11?0 to 600 million pounds. He added furt her 
thet the Federal Surplus Commoditie• Corporation in the past had 
not purchased ocmmod1tiea until it was telt that the prices had 
about reached t he bottom. Lard prices, be tel t, would be evan lower 
•hen the h eavy winter marketing came in. 
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llr . Wheeler , Chlet ot the Division ot Foreign Agricultural. 
service, Department ot Agriculture, dieoueeed briefly the lard 
e~ort oroblea , poi nti ng out that the disappearance ot lard 
erports to Germany accounts tor 45 peroent ot t he total decrease 
ln lard expor t s . 

!!r. Goodloe , Vice President ot the Oorumodi ties Credit 
Corporation, disoussed the possibility ot a Commodity Credit 
loan on cot tonseed. He telt t hat a loan would do l ittle to 
solve the problem. He went further to poi nt out t hat even it 
n l oan were decided upon it would be mont hs betore t he arrange­
eats for the loan could be made, in that at the present time 

there are no warehouses in which the cott onseed could be stored. 
:e1•Pr.oueee would have to be constructed. 'l'he cottonseed, he 
£"1d, ~as alao perishable and under the beet conditions would 
be P d1ff1cul t product to handle under a loan . 

~r. Hutaon, Assistant Administrator ot t he Agricultural. 
AJ~ue toent Admini stration, said that atter considering the matter 
!roo all angles he had come to the conclusion that the moa t 
e~!ectivs me t hod ot i mproving the situation was to deal with 
the orioary products rather t han the secondary product s . He 
felt that anothe r Commodity Credit corn loan this year would 
tend to hold up corn prices and thereby reduce the weight at 
I'IJ:lch hogs would be marketed, and t h1s , in turn, would reduce 
the lard supply , increase the prices of lard, and thus increase 
the nrices or cottonseed oil . But he pointed out thnt the 
Co~odity Credit Corporation di d not have any funds , and that 
any loan program would be contingen t upon Congress passing the 
a99ropriat ion bill now pending providing tor e119 mi llions 
canitnl s tock det1c1ency in the Commodity Credit Corporation. 

l.:r . Goodloe , l.lr . Robbins , and J.:r. ilandol p!l each stressed 
t~~· importance ot t he passage of this appropriation to restore 
t~~ canital stock ot the Co~odity Credit Corporation. 

Senator Harrison said he hoped the comMittee of experts 
r.ould nloo consider the question ot excise taxes on imported 
eo=neting toreign tats and oils . 

Congressman Hobbs said that in the meeting ln Secretary 
•allace ' s ottioe that morning the proposal was made that a 
oublic statement be issued jointly by Secretary Hull , Secretary 
!~orgenthau and Secretary Wallace , to t he etteot that the three 
departments are going to do everything possible to i mprove 
cottonseed prices . Congressman Hobbs thought the psychological 
etteot ot suoh 4 s t atement woul d be very beneticial . 

Senator Byrnes disagreed with Congressman Hobbs, the 
Senator t eeling t hat such a statement would be very unwi se 
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nnd would Juet produce another headache on top ot what ther 
already have on their handa. Aa he po1nte4 out, the question 
would be imme41atal7 ra1ae4 aa to Juet what wu going to be 
done, 8114 the llonator thought that ••• the proble• with which 
they should be oonoorned. 

• 
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PERSONAL 

!17A'c ~ttUttkue ~ta1z 
Chungldna, China. 
July 4th 1939 . 

Dear Mr. secretary, 

I take great pleasure in sending you this 
message of greeting s through Prof , J . Lossing Buck who is leaving 
for your country to-morrow, 

Taking advantage of this opportunity, I wish 
t o thank you for your fri endly assistance in consenting to the 
postponement for two years of principal payrenta on the Conso­
lidated •ote for Fl ood Reli ef and Cotton and Whaat Loan and the 
reduction of interest t hereon, This further expression of 
~er1ca•s goodwill and assistance to China I a indeed much appre­
ciated by 111:1 Government , 

We a re obliged to you also for your continued 
aos1stance 1n the maintenance of our f i nnanc1al and currency s tab• 
1li ty as shown in arrangements for additional oilver purchases 
from and extending credits to China. Whilo t he maintenance of 
flnanoial stability is i n the interes t of China , it is my belief 
that i t also provides a basis t ha t is bcnefloial to all countries 
having t rade intereats and investments in our country. 

I am happy to learn of the interest you take 
1n the problem of our wartime transportation, parti cularly in 
connection w1 th t he new yUnnan-surma Road , As Prof . Buck has juat 
cornplet~d an inapection tour over that road tos ether wi th our 
l'ini s ter or CommunicAtions, I am sure he will be able to furnish 
you '111 th reliable i n formAt i on on t he subject . I look forwa rd to 
having your f riendly advioe in this connect4on. 

!lr. K. p, Chen has reported to me of the cordial 
and h&lpful assistance which you s t and ready always to ext end to 
him. I take this opportunity once more to assure you of my Appre­
ciation of t hes e manifestAtions of friendl y cooper at i on. 

Fopi ng thia message will find you i n the beat 
ot health and with ldndeat peraonu regards. 

Sincerely yours, 

The Honorable Henry Morgenthau, J r. 
Dop•rtment of Tre&aury 
Yft.ah1ngton , o. c., u. s. A. 
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EXECUTIVE YUAN, 

The Honorable Henry Morgen~nau, Jr. 
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lly door Or . """'' 

I have reoe lved your friendly and &raoloua note ot 

July 4 tranand tted thro~~&h Dr. Buolc and 1 t pleued ,.. 

~restly . 

There n a dol1<rered to me at the taN time the 

..,.tnltloent carved 1Tory boat and the beautii'Ul pair 

or j ade o11rr l1nlul which you had aent aa a peroonal 

&lrt. I acoept th• with u•• teat p-atl tude aa a 

~ok01l ot the oordW and truotl'ul re latlona whloll oxl ot 

between o\Ar &OTtlrn:r.mttl •• well •• ot our pereona l 

frlondahlp . 

T~ete reletlona hATe o&de it a pl&atur8 t o me 

to CiTe what asaiatanoe I oould at a reprotentatlTe 

of 'm/1 SO'n "DJ:IODt t o yoar offorta lD l><oha lt of your 

people and your sovo,.,.,.nt. 

I aent you ay moat co"dld &r•etln&• IU>d t;ood 

;:o2 

• 
... 
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I!I[Jr: Hello. 

Robert 
wagner: Hello, Henry. 

I!I!Jr: Yea, Bob. 

II: How are yout 

I!I!Jr: I 1 m t1.ne. 

1:: Oood. 

July 27, 1939 
10:13 •••• 

Hl:Jr: llhat time did you get home t bl a IDOrning' 

V: Well, I lett right atter you. I don't know what time 
the reat -- you know, between you and me , when I'm 
weary and tired as I an nov • •••• 

::l!Jr: Yeah. 

203 

li : •• • ••• those things bore me t o death . I don't know •.• .• 

HHJr: Well • .. . . . 

li: ••• •• • whether you noticed or not. I wsB just •••.• 

P o .. 
i-:XJr : 

li: 

S!J r : 

\' : 

P.!!.Jr: 

No, you seemed to be having a good time and I lo-on de rod 
now 'you did it. 

Oh, Jeeua I I -- well, it -- it bored me to death . 
I mean, they 're n1oe people. 

sure. 

But I waa too weary tor it. 

\'ell ••... . 

I don ' t enjoy those things anyhow, I ' m 
It wu all right. Nathan meant well. 
Vh,y the heelt/ gave it, but it'a o.x. 

he 
Yeah. 

sorry to say. 
I don ' t know 

\' : Bay, Henry, you mentioned eomethlng t here last night 
about tbia investigation. I want JOU to know that 
1t -- 1t I make 1t and when I make U, I'm goi ng to 
aak tor you t o aaei.gn eome fel low from -- one or 
JOUr men to •e 1n that regard. I want you t o teal 
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that I want you t o haYe :rour f inger 1.D the thW· . 
You aee' 

!Jli.Jr : Well, we'll be delighted to. Vhenn er you ' re ready. 

•,;: Yeah. Well , I mean, I vant you to underatand t hat 
nov . 

r.l·!Jr: 0 . lt. , Bob. 

r · Beoauae l ast night you made that little elurring -
very slurri ng remarks • • • •• • 

~!Jr: (Laughs) 

II: ••• • •• that I ve.s going t o t ake everything away from you. 
well nov • •• • •• 

=-~·:Jr: Vell •.•. • 

" · .. 
iiiiJr: 

\ '· '· 

P.!lJr: 

V: 

Hl:Jr: 

"· .. 
l!l!Jr: 

lJ: 

Hl!Jr: 

W: 

lll·!Jr : 

W: 

•••••• I mi ght take something out or your pooke t if I 
ever got near enough to i t but ••••.• 

Right . 

•• ••• • t hey t ell me t hat you' ve got it all sealed up, 

Yeah . 

But outside of that , you know, I ' m -- I'a. t or .you . 

You di d - - you did a 11 ttle ki ddi ng yourself, you :wow, 
last night . 

(Hearty l a ught er) Yes . 

You' re pr etty good at i t. 

Yes , tor a Cab i net ottioer you vere -- you stood it 
very well. 

o. l. 

Ueually t hey 're very dignified , you knoll . 

We l l , What the hell . 

(Laughs) Well, I lose m:r digni ty t oo, but -- but I 
Juet wanted you to knov t hat , Henry. 

• 
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m:Jr: 

... .. 
·:- .:r: 

".: : 

::rJr: 

il: 

r::Jr: 

R:'Jr: 

r::Jr: 

\. : 

::"!:Jr : 

1.' : 

... ' . 

- 3 -

All right. 

When t he t ime cooes . It - - if I let it go through. 
I don't know whether I will or not yet , you know. 

l'loll , when -- when do you t hink the bill will come to 
a vote? 

What •e than 

tlhen do you t hi nk the lendinfl bill will come •• • •• 

I.' ell , I - - I should think toasorrov so:>eti!!le , it seeos 
to me . 

Have you got the vote? 

I tbink eo. 

Good. 

I t hi nk eo. or course , Barkley ia -- you ~ow , t hat's 
his 1 baby1 not cine. 

Yoo.h . 

But I ' m cooperating in ever y way. I -- I get these 
t hi ngs out or committee aomeho\1 or other , you know. 

l\lght . 

I don't thi~~ you coul d have cotten it QU t 0~ ever y 
coo:lll. ttee. 

You're rigtlt. 

I don't t h ink Finances would have reported it t or you. 

At least Pat Harrison didn ' t tliln!t so . 

I eeo. 

'./ell, that's ..... . 

tlell, when you're ready you l e t ue know • 

YeL~ . Goodbye, Henry. 

(Laughs) 
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Operator:Oo ahead, 

!!I!Jr: 

Jesse 
Jones: 

Hello. 

Hello , Heney. 

Jul)' 27 ' 1939 
11114 a.a. 

!!I!Jr: Ie it nice and cool out theret 

Yeah, quite cool. Hov are you getting aloOH' 

206 

!!I!Jr: Fine. I read in the paper you made 250 lll.llion dollars. 

J: Well, I thought we ought to counteract eone o! the 
tblnga ther•ve been ea)'lng about what I've ea1d, 

K!!Jr: Well, are there have rou peid anr taxes on it? 

J: Paid any taxeat 

!!I!Jr: 

J: 

lll·!Jr: 

J: 

On the 250 million1 

We'll pay you that in defaulted loans. 

(Laughs) Son-or- a - gun. 

Yeah. (Laughs) 

!!I:Jr: Yellh, you would. How is 1 t out there? Nice and cooH 

J: Ob, rea , it's nioe and oool. 

I!:'.Jr: Good. 

J: I 1a not ver y vell. I ' ve been having a little trouble. 

P.::Jr: Oh, t'or heavens aaltea I lll'lut.t'a t he cattert 

J: \/ell, I 1 m Just worn out I guess. 

!i:'J r: Oh, gosh 1 Well , you get out t o t hat nics Grove and 
rou'll t'orgat your troublee. 

J: 

!!I!Jr: 

Well , I 4on't whether I ' ll get to the Grove or not . 
Ma)'be I oan go tomorrow. 

Uh-huh. I've got nothing. The Senate hopes to vote 
on t hl a Lending Bill thle week. 
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lll!Jr: 

J: 

J: 

~!Jr: 

: : 

.. " . 

J : 

:J.:Jr: 

J : 

:-r::Jr: 

J: 

x:Jr: 

J : 

J: 

h":'Jr: 

J : 

:-c tJr: 

- 2- 207 

Yeah. Well , I - I had a pretty detinlte idea that the 
thing wae all eet t o go, as I told you before I lett. 

Yeah, 

Or -- attar I got on the way. 

Yeah. 

But I aee trom t he paper s t here• a a good deal ot tall< 
about it. 

YoL~ , they're heV1ng t hei r troubles. 

Yeo.h . 

They ' re having their troubles. 

And you plan to go about the second ot August? 

I'm going t o go . I bough t my tio~ete yeaterday. 

On t he second, huh? 

Yeah. 

Uh- huh. 

And •••.•. 

\/ell, I hope you' ll have a nice trip. 

Thank you so much . I - - I -- are you - - 1a i t sooe­
thlnz new, or Just your old trouble? 

'•bat' a all. 

I eee. Vell, take oare or youraelf , Jesae, end when we 
come back I hope the Treaaury wil l atill be here. 

I'm eure it will, and I don ' t suppooe t here 's anything 
I could do even i t I was there . 

llell , you're always helpful . 

I t hink t he conmlttees have pretty well understood 
every thing. 

Yeah. 

• 

... 
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J: And Bkapll told .. ~ha~ be tbougb~ eure be would ge1o 
hie -- get 1ibe o~ttee out Vltbout M7 41ttlculty. 

Hv.Jr: Vell 1obat'• good. Dt d he tell rou •• •••• 

J: Vell, I hope rou'll baYe a ntoe trtp. 

!IMJr: 0 . lt. 

J: o. lt . 

HY.Jr: Goodbye. 
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ll!lJr: Hello. 

Cordell 
hull: Hello, nw•.r,. 
!ll-lJr: Cordell.; • •• 

H: Yea, air. 

Jul)' Z7. 1939 
11:59 a.a. 

g;.:Jr: •••••• I vant to congratulate you on your etatement on 
the Japanese situation. 

ll: That looks all rl.ght to JOU trora all anglea? 

!!l:Jr: Yes , it does. 

P.: Yell, I' a glad to hear t hat. 

209 

EXJr: The)' cross-examined me at ay preee oonrerence and vanted 
t o knov vhat I vae going to do about gol4 and so torth 
and eo on to Japan. 

H: 

H>!Jr: 

H: 

HJ.!Jr: 

!i: 

!!l:Jr: 

!!: 

lil:Jr: 

H: 

Yeah . 

So I ea1d, •Well, we 'd look into 1t.• 

Yeah. 

I d1dn' t thlnlt 1t be any harm -- there'd be any harD in 
eaying t hat. 

Yee. 

There'• nothing •• can do , but I didn't vant to tell thea 
that. 

Yes . 

No, I thought 1t vas a nne atateaent. 

Well, it -- I don't knov bov 1t vill be received over 
there. I'm not saying an.ytblng e:roept that 1t epeaka 
tor 1teelt, and let 1t rldl tor t he preaent. Ir they 
aek me about whether ve contemplate negotiating a nev 
agreement, I'll tell t hem that -- that whatever the 
developmenta • •• ••• 

Yea. 
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H: 

HHJr: 

H: 

:;:• Jr: 

H: 

ID!Jr: 

H: 

Hl:Jr: 

- 2-

••• • •• we'll-- that-- t hat it-- it and when the 
development• indicate that a aatiataotory agreement 
oan be negotiated, va, or oouraa, would have -- have 
it in mind, 

Yea. 

211J 

Henry, while you're talking, thnt reminds me. You've 
got a little -- you ' ve got a little dittioulty, I think, 
over there in that l·!andhurian thing about changing the 
name to China. and making them mark everything up as 
coming !rom China there in Manchuria. 

Yeah. 
it 

I waa Just wondering it -- it my tellowe --/it aigbt not 
be helpful to make one last arrort tor a conference vtth 
my fellows and yours to aee Whether you can avoid a 
poaeible complication ~here. 

Yeah. Well, ! 1 m not familiar with it personally. It 
you'd have Whoever 1s handling it get in touch with 
Harry Wb1te over here. 

Yeah. 

IHll you do that? 

H: Yea , I'll be glad to do it. I think we ought to make 
another ottort to aeo it we can't avoid abutti ng our­
aelvee out over there, practically. 

~~Jr: 

!! : 

l-J!Jr: 

H: 

JC.~Jr: 

H: 

!ll!Jr: 

Vall, I -- I'll tell Harry White that you 're 1ntereated 
and t hat he'll be bearing troo somebody trom your ott1oe. 

Yea, and it -- Whatever you oan indicate t o hie about -­
about keeping t hat liberalitad Juat a little, it we can, . 
to a void being abut out over ther e . 

I aoa . \loll , I -- I'll ment1on t l'.a t t o him. 

All right. Thank you. 

Now • . • .• • 

Anything alee, HenrY' 

Yae It ~- I thought it it would be convenient tor you 
to S.t to Oabi nat maybe a couple or m1nutea earlier. 
Prank Walker Juat lett here. 
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H: Yeah. 

SKJr: I ' ll set there to•orrow a couple ot a1nut .. earlJ' 

R: Yee, JOU • 18bt Juet DO U ty all or thea to ooae 1n 
t1ve minute• earli er. 

HMJr: Vall, I -- I tliought - :rbe JOU and I bad bet t er tali 
toget her t i ret. 

H: Oh, I think 1t 'e all right to-- i t rou oan --you 
might talk to any two or three. Y.oet ot ua, ae I 
was aaying to Frank -- I aaid , 1 I'll be slad to 
tunot1on 1n any way 1n the world, • and I aaid 1t he 
the question OIUDII up about whether 1t wouldn't be a 
little JDOre appropriate t or rou in rour eituation, 
and everJth1ng, and knowing all t he -- all the de­
ta.iled taota •.•••• 

:C!Jr: 

H: 

!il!Jr: 

H: 

(Laugha) Oh, no. 

I said, I ' 11 work anJWhere 1n any war. 

No. 

I thought 1f you could decide on eome - - most or us 
are not persona or means , as you know. 

211 

Hl!Jr: Yeah. Well , I' d like to Just have a couple words with 
you and then • ••. • 

H: 

HMJr: 

H: 

!--Y.Jr: 

1!: 

Hl·:Jr: 

K: 

Yeah. 

• • ••• atter that. then you oan ••• .•••. 

A.ll right • 

• • • ••. deolde vhat to do. 

All right, 

I'll get over ther e five minute• ahead or time. 

All r18bt . 
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JulT 28, 1939 

101~ •• 

Mr. Hull Juat telephoned me and aaid that the 
President had talked to hia about the purohaee ot 
a1lver from China and he, llr. Hull, hoped we would 
postpone it tor a couple ot day e on account ot the 
note Hull had aent to the Japanese yesterday. I 
aald I waa aorry; it waa too late; that we had al-
ready conaummated t he sale ae ot laet night. Then 
he aa1d that be hoped we would handle in th e ume W8;f 
that we alway• did. 

He had something in h1a mind about not wanting 
ua to eend it to Rangoon, eo I aa1d we eimply told 
the Chineae we would take it on an American tlag ship 
whereve r they wanted to put it. 

I then told him that aometime thia morning that 
Senator Townaend1 a amendment against diacontinuing our 
right to buy toreign silver would come up to a vote; 
t hat we were working on an idea to tell Barkley to have 
the amendment read eo that we could not buy silver ot 
any country where we had denounced the treaty. Well, 
Hull didn ' t l ike that at all. So I ea1d, • How about 
1t we had it read that we should not bU7 ailver except 
trom countries with which we had trade trenti·ea. 1 He 
aa1d , No, he did not want to tie up ailver with trade 
treatiea. He aa1d he personally bad not expressed 
h1aaelt at a111 Ume in r egard to toreign aUver and the 
.. ttar reated entirely with the Preaidsnt and ~aelt. 
So I aa1d then I would aend B&rkley word that we wanted 
to lea.,. the law in regard to t he purohaae ot tore1gn 
silver unchanged. 

He gave me the teel1q; and thought that he did 
not want to do anything turther ... to aggravate the Japaneae 
at th1e t111e. 

• • • 
Mr. Foley and Dr. 1fh1te came in, and t he tollowing 

1a a record ot the meeting. 

212 

.. 
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.111.&1 I Jllat '-llte4 to llllll u4 1M MJ'I be 
hal nl'fll' Mi4 a111thing about fore1p ather; doea 
not nnt to be quotad; 4oaa not ant to Ue u u.p 
with trade treatiea, with aanotione~ AJITthing. Be 
wute to be left ooiiJ)lltel.J out. Do tbe word to 
Barkle)' h •••• 

llr. Po15: ••• that the Pr .. i41nt would l1kl 
to retain it a~ Juet gin h1a the regular argu~~ente. 

Hili~ I had better oheok wi th tiM Preei4ent 
and aak ..... OD th11 th1Jig, 

(He tried to reaoh the Pr eai4ent on the pbone, 
but Wll \lllll;OOelltul, falked to h1a latiJ' at ll U 
and the report of their talk 11 r.oorded at that tiM.) 
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GROUP IIBETIIIO July 28. 1939. 
9 :30 A. H. 

Present: 

H, K, Jr: 

Gaston: 

H. li. Jr: 

Gnston: 

Castont 

Gaa ton: 

!l . li . Jl' : 

llr. Oaeton 
Mr. Foley 
Mr . lloReynolds 
L!r . Gibbons 
Mr. Graves 
llr. 'llhi te 
Mr. Dutt1eld 
Mr. Haas 
Mr. Bell 
llis G Cba\U\COY 

flba t 1 s new • Herbert Y 

I don't lcnow anytb.1ng new. I got rq f i rst 
~mmunication f r om the adm1niatrator or the 
Federal Seeuri ty Agency. 

What I S thatY 

He sends 1n an 1830 copper plate coming from 
Public Health, wants to know if the Bureau of 
Printing and Engrav ing cnn make some prints 
from it . 

Who's thatY 

Mctlutt . 

What does ho want with i tY 

Oh, it • a just something they discovered 1n their 
files . It's an old copper plate which was used 
to pr1n t an order trana !erring people - a Cus to::;s 
order • •• • 

JUst a minute. Bull1tt . 

( Hol da telephone conversati on with Ambassador Bullitt) . 

Be deserved that. You Jcnow wbD.t the7 didf We got 
that about f ive or five thirty, had to call the 
people back fro~ the Federal Reserve. Tho message 
l eft there at 12:30 midni ght - the Federal Reserve -
and we had an answer this morning from Chungki 11j> 
aocopting it. It was quite - Bullitt - I tbougnt 
he would - it would pep him up a little bit; not 
that be needs i t . 

.. 
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oaaton• 

B.X. Jr t 

outona 

B. M.Jr: 
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I! . !.I. Jl'J 

Ons tont 

FolaJI 

H, li, Jrt 

l'oler• 

H .~.Jra 

Fole71 
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Bow -ch d14 'JOU 'bQJt 

Six million ouncaa. 

The'J don't get &n7 IIIOM'J until it gate bare, do 
the'Jf 

215 

TheJ get 1t aa aoon aa it 11 on an American flag­
ship. 

On an American flagab1p. 

Wherever the'J put i t on. 

I•a golng to tind out whether the State Department 
wanta ae to say eo publicly or not , 

Juat aa aoon aa tbaJ put i t on an Aaerlcan tlag­
ab1p , either at Bai Vlong or Rangoon. 

In terce t .1ng name•. 
Anything elaet 

No. 

That motion ot Lucaa 'a last n1gbt 'Waa beaten. 

Little louder, ploaae. 

The motion ot senator !Alcaa laat ni gllt to oa.-rk 
250 million dollar• tor P11A grante waa beaten. 
I tb1nk the vote waa •s to s&. So we bad a pretty 
good daJ 1n tho senate .,aaterd&J· We won over,. 

roll call. 

'llbat waa tbet aaendmont , aga1nt 

~rlc.lng 250 a1111on dollars tor grants . llalonor 
t1rat •d• 1t S50· They beat tb&t . Tben wca• 
made it 250 P.lld tl!ey boat that . So I tb1nl< we are 
tbro~ with P11A 1n eo tar aa tba senate ie con­
cerned. The'J expect to pall the bill t od&J 1n the 
Senate. Barkley 1a do1n6 a good Job. 

Bow late did theJ eta7 1n aeadont 
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Poley I 

H. M. Jrs 

Foley a 

R, I!, Jrl 

Fol ey: 

Gaston I 

\•1l1te: 

Fol ey: 

Gas ton: 

Fol ey 1 

li , I>! , Jrs 

~'oloya 

H. J.: . Jrs 

Foley: 

B,l! , Jr: 

l! , L: . Jrt 

Outfield a 

H. H, J r l 

Duffield I 

H.H,Jrs 

- ~ -
They adjourned about 10:25, 

Just as you got there! 

Little atter that - about t en minutes. Just 
fini shed tbat vote and oleanod up a l it tle addi­
tional bue1neoo. 

Ao P~ ~. "And then to bed." 

"And then to bed, • 

"And eo to bed. • 

You notice the change 1n tho interest rete - cade 
it a balf percent ••• • 

flell , t bat'a only t he maxilllum, Dooan•t llBke any 
difference. 

Doesn't affect you at all , 

Doesn't affect us at all. 

So far so good. 

l'lhat1 e that? 

So far so good. 

So tar so good. 

All right . 'llhat elaef I want you to stay behind 
a 811nuto on a personal cattor. 

llothing else, 

(To Duffield) Hello, Swobodin. 

Hal ha l hal 

What 1a itT 

Slobodk1n, i sn ' t itT 

Slobodkin. Told Eddie Greenbaum - comes all the 
way down here, puts over a t aat one . l'lhat a -n. 
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(Referring t o newap&per cli pping) Mrs. Korgentb&u 
will be t ickled to death - thia doesn't - yes , 
it bringa 1n Admira l Peoples, givea him full credit. 

Duffield I H&l hal 

H. I.!. Jra Oh boy I All r iglltt 

Dutfield l I thought our st&billzatlon fund got out without 
&JV trouble. 

H. M.Jr: Yea . 

Duffield: 

H. U. Jra 

Haas: 

H. u. Jrz 

liaa o: 

H.M. Jr: 

F,.aa: 

E.!l. Jr: 

llaao : 

I thouel>t - (to Hlaa Chauncer) we J:light a end this 
over to the President, from the !lew York Times. 
I th~t i t was ra ther ni ce . 

That's all I have. 

George? 

I have nothing t h i s morning . 

Oeorgo, take a m.i.nu te - Milo Perkins wao over hero 
trying to expl ain to me >~hr they at•o taking care 
of these people in this Oklahoma city, Oklahoma 
town. I don't understa.nd it , do youf 

I haven't - I don ' t know h i s explanation, but I 
have m:1 suspicions why t hey do that . 

Well ••• • 

But ~~~&ybe you better l et me t alk to h im. I haven't 
t alked to h11D. 

Well , what d o you think it iaf 

I think there are a good maey people that feel that 
there are people, and Parran exproaaed thia too, 
tbo t are not on relief that really need - you have 
theoe surplus food.s 1 wby no t g ive it t o t hem? And 
then from the agricultural point of view, they 
have the surpluses, and if they can pass th~ out 
to a wider sector ot the population, they'll get 
rid of more of them. And I presume that 1 s govern­
ing t heir acti on down there. 
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Yee , but these people are above the reUet level; 
thor go up to the people with a thousAnd dollar 
income. 

That ' s different. 

That 's what I don ' t gat , rou eee , 

Well •••• 

That ' s what I don ' t get. Check into i t . He said 
i t was just a teat , but I can ' t lmderatand it. I 
mean \Ult11 • • •• 

I ' ll find out what their reaaone are . 

I mean if ther aaid, "!low, aveeybod;f that's on 
relief i s getting t heir tickete and we still have 
surplus food , and in order to go t rid or i t we 
have to go in the upper brackets , " I could under­
stand that . But where thel have onlr tour or tive 
c i ties and have onlr used .,7001 000 oo far totally , 
I jus t don't get it. 

Or. Stonley was advocating eome.nat that order ot 
dia tribution. 

I don ' t understand it. 

Your point is , wtcy don ' t they do the whol e relief 
class f irs t , that 1a , t he bottom or aarg1nal class. 

Why don't they take the loweet rung before tbay go 
up a1.x or seven rungs! 

I think there 1 s some sense to i t where tba inco:~ea 
are comparable . I can 1 t eee wh)' a an working 1n 
an oil station at $40 a month shouldn ' t lave t he 
same right as a man who gets ~40 a aonth on 11PA. 

That • s the point I was thinking. 

And the tielda are not mutually exoluaive. 

What! 

That 1a, they don't think by supplying these ad~­
tional funds to the low income groupe in certain 
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areae, 1n teet casea - they wil l not be reducing 
e ither their ettieae, or the euzu available during 
the noxt year tor the othera1 ao that th~ are not 
depriving relletere, they 're go1ns ahead juet aa 
fast ae they can. 

Well, I •m etill not satisfied. 

I mean that may be the anawer, 

And then the other thing that surprised me - 11!11eh 
ie the tickets they give away, what color, George? 

The orange, ian•t itf 

I 1m aaking you. I don't know. 

I know them one day and the next day I get them 
balled up again. 

Well , let ' s call them the gift tiekots . 

O. K. 

Now, they tell me - no , not t ho gift , the cash 
tickets aren't being used in tho South, because 
they haven't got enoll8P money tor rel i ef for us 
to allocate the cash t i ckets . 

Tba t J:8Y be a factor 1n th1e . 

So 1n the South the cash ticketa, wha tever color 
they are, aren't being used at all, and they ' ve 
got to use the gift tickets. 

That may be, I t 's down 1n Arkansas . I'll check 
up and find out definitely. 

Isn't i t OklahomaT Arkanaasf 

Maybe it 1s Oklahoma. 

I'd like to understand 1t. Look into 1t. 

0 . K. That '• all I havo 

You asked about this memo that you received from 
the Presi dent , from Ambassador Bullitt . We 
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aublni tted to you a memorandutl to give to the 
President on that on June lOth, 

Did it got 

I don ' t know. I gave it to you, 
the carbon of it, 

It it went , that kills it. 

I'll check . 

I ' ll give you 

Just give it to ~as Chauncey. It it went, that 
end a 1 t . I'm just cleonJ.na up rrq desk . '!'bore • 5 
a bare spot here. 

There 's a reply to your telephone request ot 
Bull1 tt for an explanation - hls explann tion. 
Did you see it? 

(Node yea) . 

All right. 

The capital movement reversed 1\.aelf this week and 
now there 1 s an inflow of ll million. Dut the total 
ot net sales of American securities is 9 million 
dollars , outstanding. 

For your 1nfol'I:IIlt1on, there is oomine up this 
morntne at the executive committ ee of Co~erc1al 
Policy a discussion or a proposal which the 3ritiah 
have made - supposed to be confidential - several 
months ago, to the ertect - whether the A::erican 
Government would not join with them in a new 
policy with respeet to German trade. They felt 
that they were being pushed out by the Germans on 
some items, and partieularly coal, and so what they 
did , distinct from the Government - they may have 
had the Government's blessing; I guess they did ­
but among the 1ndustr1el18ts tMy collected a 
substantial pool or funds , and then they went to 
the Germans and they said, "Now, eithor you 
allocate the market favorably to everyone concerned, 
or reasonably, or we'll utilics this fund to in­
crease our coal subsidies and baa t you at your 
own game" - something like that. And they claim 
they had a good deal of aucceao 1n nagotia tiona , 

... 
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H, Jt. Jr l 

White 1 

E.U. Jrs 

t'hite: 

Chaunco:r1 

H.J.! , Jrl 

ll'hito1 

Du1' 1'1 olc11 

1!h1t01 

When the Caochoalovalcian ephode broke out and 
atopped thea. 

!IOif , the:r then ceme to th1e oount17 and wanted 
to extend that procedure to a ver7 IINoh larger 
area and wanted the United St&tee to join them. 
At that time S&)'re replied that it waa an impor­
t ant -tter &n4 the:r would have to consider it. 
I don ' t know whether the7 gave it &nJ consider­
ation or not , I see no evidence or it. But a 
few weeks ago the British representative -
Ooverlllllent representat ive again asked them 
what ' a been done on it, and the:r're takilli! it 
up thia morning. 

All right . 

Juat thought JOU - I don't th1nk &nJthing will 
come of i t at all, ao far &a we 're concerned. 

There ia a letter that waa aent from Sa,.re to 
70u on th1a mat t er deali lli! with the change of 
Section 303, at the Preaident 1a requoat. If :rou 
want to handle that before )'OU go, we ' d better 
get the letter this morni"il and prepare another 
memorandum for the President. 

All right. 

You have it, At l east , we bavon't it , 

Isn't that the one we brought in to )'OU :reaterda:r' 

I di dn ' t aee it. I ' ll look. 

Yea. I'm in ~~arveloua shape. There's nothi"il 
on rrq deak, not a thing. 

o. K. The reat of tho doaka are crowded, then. 

Chuck K&dea called up to sa:r that on t h1a Town­
a end silver amendment be reels prett:r 8Ul'e -
waa afraid that Barkle)' might t.ek them tor some 
reaaona wh7 i t should be opposed. 

C&ll the State Department. 

Wbatt 

• 
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C&ll tho State Department , 

Yea. He wanted some arguments against it. Do 
you want to submit non- Treaau.ry arguments against 
it, or do you jus t want t o do nothing? How do 
you - do you want to indioote to Barkley you 
don ' t care, or have no interest one way or the 
othor, or you have an interest, or do you want 
t o r efer i t to the State Department? 

The President of the Uni ted States wants that 
thinG continued. I'd say that , 

Wanta i t continued . Then you'd Uke to have us 
gi ve him t be argument , wi thout havi ng it appear 
from the Treasury. 

The President wants i t cont inued. Yeo, definitely, 
he does , 

All right . 

Let mo juot - I was thi nking durinG tbe night i f 
there was some way - and thio m1&ht appeal t o 
Townoend as a r esul t of my conversation wi th him 
yeoterdny; I mean after talkinc with him - that 
we wouldn ' t buy s ilver fror.~ a country that bad 
broken a treaty or somothir~ like tbat , you see. 

Or f r om countri es w1 th whon we do not have trade 
a creementa . 'ilul t would rule out - U:et would be 
an interesting classifi cation, becau:e we could 
wi th a litt le stretching tie up silver purchases 
wi th trede , and tha t wouldn't arpoar to have the 
poli t ical - but it actually would . 

Well now, l ot 1 s j ust atop and tb1nJc a minute , I 
think that would a ppeal to him, Do we lui ve a 
t rade agreement with Japan! 

llo . 

How about China? 

How about China! 

Well , China hasn ' t any moro a1lver . Mi ght be an 
i ncenti ve to make a trade agreement. 

.. 
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Bow about Peru and Chilet 

Peru, I think eo, but I 1m not eure . I 'll oheck 
up . But we don' t have &111 with Japan, 

I'm at'raid the trade agreement thing - I ' d like 
a little bit - the countries that we have 
denounced - what ~o you call itt 

The moat-ravored- netion clause. 

Yea. 

223 

!low, Japan 1a 1n the t lia t , and Ge..-..ny - I th1nk 
the only two. 

That would be perfect - thos e 'llbom we have denounced. 

Whom we do not accord moat-favored- nat ion treatment 
to. 

Tbat 1 a in effect for the next aix months with Japan -
that treaty. 

It won ' t be terminated tor the next aix months . 

You noticed the question Townsend a sked. And that 
would take care or the situation of UJ:1 silver 
tbet the Japanese might s teal, aaat I think that 
might appaal to Townsend. 1'1ba tt 

It might . It might appeal t o othera. 

Well , it might appeal t o othera. l'ibat do you tb1nk 
ot thatt I got that dur ing t he night. 

Well, it'a good 1f we can get it by t he State 
Department. 

I ehould think that tber'd be tor it. 

I don ' t - What occurs to me 1e, I don ' t knOW what 
kind or a justification - bow you could link the 
two up except on the basie that the purchase of 
eilver ' givee them dollar balances tor trade. But 
it'e rather a tenuous connection; it's almost a 
epee1oue Just1t1eat1on, 
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Well, I•m not thinking ot that, I •a th1nlt1ng 
ot - the Freaident wanta ua to oontinue to bu;J 
ailver, but we don't want to be etuok with Japan. 
Now, how are we going to take care or thatT 

Well , supposing you're aaked, "Wb1 did you eon­
tine it to countries with whom you have moat-
favored-nation treatmentt• · 

No, I mean not that - I mean where •e have 
denounced •••• 

Where "" have denounced aos t - favored-nation treat­
mont. 

I •oul<!n 1 t do the other, Where "" ba ve denounced, 

And t hen you might eay, "Well, th h 1a a question 
of commercial policy and it 1a in accord with our 
general policy of givtne most-ravord-nation treat­
ment. " 

Harry, you and the General Counsel's office give 
me some thing to take over to Cabinet on that . 
Think we still have timet 

I wouldn't be aurpriaed i f that didn't come up 
before 2:00 o'clock. 

Ge t busy on it right away . 

See • bat it looks like 1 &J11WBY • 

See wba t 1t looks like. And I can talk t o J!r, Hull 
and talk to the President about it. 

Barry? 

Yea. I don' t think Townsend wil l be aa t i a tied. 

No, no , not gi ve it to him, bu t give i t to Barkley. 

Give it to Barkley, Re can take i t in lieu or 
what Townsend •ants . Re can a groo to accept it 
inatead of havl.nf . fight . 

I think it •ill have to • ' done very quickly, 
because I tb1nlc the amendment 1a cOI'linC up on 
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the floor aomets- today , 1t it'e not defeated. 

Wh4t tblcT 
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llaOO o ' cl ock, but t ho f irst amendment won 't be 
the s ilver amendment , i t ' ll be the fiPA amendment . 

Oo at i t right away, 

I wasn ' t abl e t o get the ori ginAl&. 

I 1m lookin& tor i t , 

They relate to data s ix months old, but we do not 
have the authority to get the moat recent data . 
You remeaber we got Secretar, Hull' a permission 
t o examine his recorda . So the fact that we 
hllven 1 t more r<>cent data doe en' t aean that they 
do not ex i st, but it ' s up to the State Department •••• 

nel l , after this meeti ng i s over , I 1m going to a 
epeoial safe, I t r ied to work tho combination 
once. I ' m going ba ck i n thoro . 

If you can ' t work i t .... 

I ' ll work it , 
we can get our 
stairs to open 

(Lauglut) . 

I j ust did it once . If wo can 't, 
prof e ssional sara-opener down­
it. 

17e have f i ve or them. 

I know. I was just wonderins about the saf ety of 
your safe it there are five people who can open it. 

What e l se, Harry? 

I j ust have a memorandum here on Argenti ne . Tber e •e 
t roubl e ther e , but nothing for ue to . • • • 

no , new bus1noae. 

ThAt •a all . 

But get busy on that othor thing and let me know 
as soon a s you have i t . It might be very nice. 
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Ho m1g)lt accept - Townsend m1g)lt accept an over­
all limitation on the 81llount wo b1.17 and then 
permit the C~ttoe on Co~roial Policy to 
paaa on tho deale. 

Z26 

llo , I don' t think - he 
would be for Barkley. 

won't accept it, but this 
Just a chance. Just a chance. 

(Nods nothing) . 

Harol d? 

Nothing. 

Tho Export- Import Eank s eta ita capital from the 
RPC 1n the form of - thrOU&h tho purehaaea or 
preferred stock, which boar eUllllllative d i vidends 
n t the re to of three percent. They have paid 
those dividends up to December 31, 1938, but 
they onl, pay them as and whon the funds are 
nvailnble. They have co!lllll1bnonta now of 45 m1llion , 
but only 30 has been used , so they have 15 m1111on 
dollars on balance. Tho RFC e iveo them throe ' 
percent interest on that bnlance, so tha t t he 
not offect is that t hey onl7 pay three percent 
dividends on t ho actual cash advances by the RFC. 

In addition to that , they hnvo a m.illion dollar 
capital whieh is subseribad by Sacrotary !!ull 
and Wallace, I balieve . That was paid for out 
of old NlRA fUnds . 

Yea . 

Tba t • s tha memo rand= which can co 1n 10ur r ue. 

Now' i an It there a wa,. or chanai ns t h eir capital­
ization troll preferred atock - I moan to just a 
straiaht borrow1nsf 

I think it would take legiola tlon probabl1, wou l dn't 
it, Ed? The,. beve authority to llllke loans o r a 
hundred million dollars; i t 's an authority or 
ConfP'088 . 

I moan wh,- must t ho7 ge t their capital f r om pre­
~d s tock? Couldn't they pa1 it orr and have 

• •••• 
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Borrow 1n the -rket! I don't th1nk ao. 

Or borrow fraD the RPC at one percent . 

227 

They oould probably change - that might neces­
s i tate changing the by-lawa 1n the chart er, 
by reducing the preferred stock and giving 
authority to borrow from the RFC instead of 
through the sale or pref erred atook. 

Or put i t another way: muot the pratorred 
stock bear three percent! 

No , that could be changed. 

Why couldn ' t that just be reduced to one percent! 

You remember lolr. Lochhead brousht that up a couple 
ot timea here on a couple French deals . They had 
tried to charge the French tour percent. 

I know. That ' s the whole purpoae or this . 

I think the way to do i t ia reduce the dividends . 

That ' s what I'm trying to do bore. 

That could be done by lettor from the Bank to the 
RPC, and the RPC just accept it. 

I suppose it's a part of the b:y-lawa, which might 
have to be changed. 

Well , Dan, go into i t . 

That will be part of that picture . 

Yea, but I want to start moving on this thing. 
Is there &n:J reason why t hey can ' t have a mee~ing 
a nd say 

1 
''We ' 11 only pay the RPC one percent, 

and have a vote on it. 

No they probably need a meetins of the Boerd ot 
Di~ectora to authori ze the Proaident to request 
the RPC tor educe the dividend rate on the a took 
from three to one and a halt, whatever you want 
to tix. All the RPC has to do 1a accept it at 
the bottom of the letter. 
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The BPC can probably agree to it wi tbout going 
to the Prea14ent. ProbablJ juat a atter or 
agreement be tween the two. 

Look, 1r J OU could c lean it up , I ' d like to 
bring it to the President ' • attention at 
1:00 o'clock llonday - What we can do to reduce 
their a tur r. I abould t hink it - well I eaid -
I'd trade with them; I ' d stick for ona ' percent. 
It we get one and a halt , it's all rigbt. 

0 . K. 

I ' d stick tor one percent , Dan. 

All rigbt. 

RubY \1111 you follow tbrougbY 

Yes, sir. 

11'111 you call up Leo Crowley and tell h1m wlq 
1n the bell does be charge t ive percent to his 
bank, I think four percont 1s enaugbT 

Pour percentt 

Yea . He chargee t 1ve . 

I think 1t1 e rour percent . 

He chargee one percent more than t he m>c. 

The BPC 1e charging t hree on loans, but four 
percent on loans tor capital stock. I think 
the RPC chargee three per6ent on loans. 

\'fell, w!la t ever it 1e, h.e chargee one percent 
more. Wb&tT He should drop his ra te . 

Now, 1n theae diaeuae i one that I'm to carry on, 
1e i t a queat1on or getting something ror you 
by the tiM you get back, or do JOU want th8ll 
to go ahead and ebanS• them 1t th•J canT 

I want th*a to do bUaine•• · 

I've written these letters and dictated them on 
the baaia tba t you want a complete report by 
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B. li . Jra 

llell: 

H. M. Jrt 

!Jell: 

llell: 

n .~ . Jr : 

Jell: 

- 16 -

the time ~ou get back, 

Good. But let ' s crowd RFC, lot's crowd Export­
Import B&nk, let's crowd Leo Crowley, then tho 
more we can begin to move , tho moro we can sa~, 
"Well, this fellow baa dono it, why can't ~ou 
do i t!" 

All right, I'll call them, 

We have - wr. Hanes has a request from Colonel 
Theodore Roosevelt for the - they want tho list 
or tho nrumos on the United States Savings Bond 
list - a m1lllon s ix hundred thousand. Be wants 
ao1110 gentleman to come down from llow York to 
interview Kr, Ranoa and toll h1m tho reason t hey 
want t hi., list. The~ aay i t ' s for educational. 
purposes, I just signed a letter oay1ng that 
i t 'a confidential and we can ' t give then out. 
I suppose that's all right . 

That ' s all right . I wouldn't give tbom out for 
anybody. 

Give i t to one and you'll bnve to give it to 
everybody else . 

I said i t was highly confidential and we don 't 
g ivo them out. 

Ho ' a craz~ . 

That 's all . 

(Dhcuaaion with Secretary 1n tones too low t o be 
understood). 

~29 
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.... 
7/a/19 

I t 11 hereb7 6eohrecl. "' be tile poUCI)' or the Unl\ed S\at.ea 

t.hat ill tm:J pi'OTil1cm 1A llq :1.1 to tbe COD1ftr7 nowtthet.andhll 

the Un1 te4 S\atea ahall DOt llake atq purclluu or aibar other 

than U\o current .-~ procluotl.cm u defiMcl ~ re&Qlat1ona 

issued by tho s.c .... to..,. or tba Tnuury with the opproval or the 

Pr"al.dent . 

230 
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TREASURY DEPARTMENT 231 

IN1a OPPICa COMMUNICATtoN 

.... ~ 18, 1939 

To 

TOll Corcor u aDd Ben Cohn wore your gueate tor lllllCih to4q, 

?ridq, .Till)' 28th, aloog wtth 1M J'oley aDd • · There waa eoae dioouaaiQD 

aDd joldog about tho 4-.nd Ot Collg'l'tiOo::IIUI T- Ford tor a t4-h0Ur rule 

eo apply to tho Oaltrornie-l.leltioo border, aDd you aoouaod ToD Corconm 

jokiogly about haTiJI& .... thiog to do wt th tho PoDUoola ..,., o oaDdldaoy 

tor Collector ot Illtemal Rneaue. You told Corooran aDd Cohan that you 

had not1oed that tha radio ~>ewo brcadooeto were neo.rly alwqo oonoerned 

wHh dilaeter all4 oOiltUot all4 that thoro was praotioall.J nenr 001 

eheorlog o r ooutruotln newo on tho radio pr<>gl'Ua, You 'I'OIII&l'l<ed that 

ror ••••ral yearo past tho Department or Agriculture had had • progrom 

o~ ~ one-halt bour to one hOUr at aoao u .. ot the 401 oa ooo ot tho 

networlco , ud you won4ored wilY the Dopar-nt ot O"""""roe shouldn't pt 

slailar teo1Ut101 and do ooaethiDS in tho wo.y ot gottiog out oonotruotin 

lX'o ...... uon, Both o r the rtoltoro .. - to th!J>): lt a good idee . 

Coroornn WoO partiouJ.aJ:ly YOOal. He talked ot tho !Jiq>ortanoo ot gottiog 

sotMt oo.e tor co.MDtator who oould draaatlze th.1..Jl&l a.Dd put tbea oYer 

with oo• zip, He ousseotod Dr.Y14 Cuabllan C07le aa a good _,., l!.e oald 

thoro would be eou resoUon eea1D•t Coyle, but ho thought that would bo 

o-..r quioltl;r and ha would got a good tol.J.Dw1DS. You ~U4 that you 

wore aot nJT oti'OIIC tor C07lo, but that wllat you waoted to do wao to 

throw out t ho 14M a114 you oaid t hat you would like to l •"'• lt 1D thoir 

laJ», that 1a , COJ'ooru' a all4 ~··· Tiley agreed to aeoept U.. 
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V/28/39. 

- ! -

reoponaib111ty to 80 ahead wi\b u. Corcoru add~ that Bob llorser 

ot tbo National -r~noy Counoil waa a SOOd radio """ and 1 t oll3bt to 

be poooiblo to tranafer hill to eom.roo. He UJ)lai,.d tho dlttioulUoo 

that bod surrounded Lowell llollot t to prennt him tram doina aJlll"tlW>s 

ot tho ki nd. It woe agreed that be didn't ban tho approprlot10il to 

work on 1t, but that COI!I!Iorco did. You r epeat ed that you wore loo.'TiDa 

the mtter 1n Corcoran' a and Cohen's hAnds . 

!!oar tho olou ot the lunob Corcoran broll3bt up tho oubjoct 

ot tho !!&tab Bill, Olld outllllod the kind ot a nto ••saso be tboll3bt 

ousht t o be wrl non. Ho asked your opWon and yo11 a old you wore 010rry 

but t hAt yo11 hAd llOt baon tollowina tho u.ttor. H.o turned to mo Olld 

oakod my opilliOn ao to what I thought tbo roootlon would be to such • 

cooooaa , end I told him I thousht it .ould bo bod, that t ho p11bllo would 

bose ito reaction on tho improoaioll or t ho Bi l l that I t bas olrood1 

cotton fro" tho nowopopora, end thAt it would ban to be a miehtY good 

veto uaanse to change that reactio.n. 

• 
... 
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ID!Jr: Hello, 

Bill 
Bullit t: Hello , Henry, 

Hf!Jr: How are yout 

8: Fine. 

Julr 2s, 1939 
9:JJ •.•• 

EJ.!Jr: I thought you'd be amused at the eervioe that 70u got 
yesterday. 

B: MJ man 
~~!Jr: At the eenice that you go t . 

B: You approTe of itt 

i!!!Jr: Hello? 

B: Hello. 

I thought you would be interested and a~used at the 
service Which you got yesterday here . 

B: Yes, it was very good, Hen.ry. 

!!I!Jr: Hello. 

B: It wa s TOry good. 

Hl!Jr: Can you hear me? 

3: Yea, I hear you perfectly. !lid 70U hear llle? 

B: 

!!I!Jr: 

!l • 

!lJ.!Jr: 

B: 

No. 

I hear you absolutely perfectly. 

I ea.y, do you know about t he ser vice 

Which onet 

On e11Ter t or Chi nat 

Oh, braTo I 

233 
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;;J!Jr: 

B: 

!llt.Jr: 

B: 

~~Jr: 

B: 

B: 

:~:Jr : 

3: 

~:::Jr: 

a: 

B: 

B: 

.• 

- 2 - 234 

The Prelldent ce.lled me and - - I ' m aaJing thla on 
purpose on the v1re . 

Yea. 

And between five-thirty and m1dn.ight laat night we 
bought six million ounces ot a1l vs r trom t he Chinese 
Government. 

Bravo I 

And I thought that you'd be interested because it wna 
your cable that aaaieted. 

\lell, I'm perfectly delighted I Si x m1lllon ounces? 

Yea. 

And vhen ere they going to deliYOr it? 

\lell the y - t hey deliver 1t juot aa soon ea they can 
get it down trom C"aungklng. 

Oh, Henry, that is perfect ly magn1t1oantl 

And I thought you'd be pleased. 

Oh, thank you vary much indeed. 

Get any more good ideas, Why aend the~ along. 

Henry, I can't th~~ you enough. 

3u t I -- and I -- I oean, we 've done quite a lot tor 
them in the last twenty-tour hours. 

\/ell, that's absolutely perteot : I should aay you have, 
and tha t -- the ot her acti on 1e extre::>ol:r illportant 
not only t here , but also 1n Europe. 

\I ell - - hello? 

Hello' 

For inst anoe , t hey 've got a malaria mali gnant fever up 

on the Burma border. 

Yea. 

... 
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!C!Jr: 

- 3 -

And we ' re going to send some Publ1o Health people 
up there to help them out. 

Beoauee eTerybody stopped working on the roada. 

235 

B: Ypah. Well, you just get them t o work again and kiok the 
taohte i n the tail it t hey don ' t have the oourage 
to go on. 

r~!Jr: And - - but I t hought t hat you'd bo intereated in t hls. 

a: Thank you very muoh, Henry. I' m deeply obli ged t o you 
tor telephoning. 

~r: 

3: 

!!l!Jr: 

B: 

ffi.:Jr: 

B: 

:-::Jr: 

3: 

l.nat alae do you kno'll'l 

oell, I don't know, I think thlnga look fai rly all right. 
I don't know whether the gentleman ia going to go ort 
or not. I ' m glad you're ooming oTer . 

Well , "• ' re seiling Tuesday - - Wednesday. 

Yeah, Fine I Well , I ' 11 loolt forward to seeing you, 
Henry, and I ' m delighted. 

All right . 

Delighted I Good luok to you. 

Goodbye. 

Same to you - Henry, •••.• 

Yea. 

••• •. • OM I tell that to the Chlneee Ambassador? 

!!!!Jr: 'l'o t he vtUoh' 

B: Ch1neee Ambaaaador. 

!i:!Jr: Spnn1ah1 

s: Chineae. 

!!:!Jr : Chine10? 

Yea. 
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li!!J r: 8w-. • 

9: Flnt. 'l'haDlta Yet')' moh . 

HV.Jr: It cleared through the ! obau:r here. 

B: Flne, Much obllged to :rou, 

Hl·!Jr: Yea. 

B: Goodb:re. 

!!HJr: Goodb:re. 

B: Good luck. 

• 

' 
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237 
July 28. 1339 
10:53 ..... 

!!I(Jr: Hello. 

Y.ey 
Pittman: Hello. 

r-!Jr : !Ce:r. 

P: Yeah. 

!!''Jr: I called :rcu laet night - I don't know whet her they told 
you, and they eaid you were down t o the a i rport , be­
cause I wanted to tell ;you what I waa proposing to do , 
111\d not be11!8 able t o get you why I had to go ahead. 
And t hat 1a the Chinese Goverr~~~ent had elx m1111oo 
ounoea or ailver up at Ch~king that they wanted us 
t o bu:r, and t he Pree1dent and ayaelt tho\18bt 1t would 
be a good thing to buy it. So ws did last night. 

? : Uh. 

i!l.:Jr: 

P: 

But there will be no publ1o1ty on 1t ot any kind . 
have 

You/bough t 1 t? 

!D·!Jr: Yeo.h. At t he world 1 e price - 35 oento, - to be dell vered 
on an American boa t. 

?: Wac that th e Chineee or 1e 1t the J ape? 

;;J.!Jr : No, no, th1e comes troo Chung1t1n5 . I t' s r ight -- it's 
the Chinese. 

P: 

!!l:.Jr: 

P: 

P.!!Jr: 

P: 

lli!Jr: 

Oh , Ch~lt1ng - I clldn't oatcb 1t. 

No , 1t ooaee trom - ob, God, no I It cocee tro= Chung­
ki ng and done tbrougb t he Ch1neoe Embaaay here. 

Ah - tha t'• all right . 

ll'hat? 

Yu, I Juet - - I Juet • •••. • 

No, no. I --I •••• • • 
I vaen' t thlnlt1ng 11bere Cbungk.1ng va a until atter you. • • • • 

.. 
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l!l!Jr: 

? : 

!ll>!Jr: 

P: 

No , it I 414 troa the Jape, yoUibetter aen4 me oTer t o 
St. El1u.beth. 

Well , I ahould t hink the Jape would have to prove where 
t hey got t he silver. (Laughs) 

Yee. No , th1a oomea right ot ObQngklng. 

Well , I t hink t hat' a a good idea. Personally, I want to 
help the Chinese all I can. I hope to God that they can 
hang on tor a year. 

But I wanted to talk to you about i t befor e I did it. 
Uow ••• . • • 

P: Oh, well, there's no reason Why, t hat I know or. I ••.••. 

~Jr : Yeah. 

!' : 11e 1re on friendly relations with them and .••••• 

:-c:Jr: Yeah. Now •••••. 

P: 

? : 

P: 

•.••• • no war declared and nothing elee. 

Now, on this-- well, that's all right with you then? 

Oh, abeolutely ! 
• Nov, on t hi s amendl:lent t hat • s coming up.ot 'l'ownsencl~>-

you think you can deteat it? 

Oh, I think so, yes. 

F-l~r: You do! Because .... . . 

P: 

~J.:Jr: 

P: 

H~·!Jr: 

P: 

Yea - - hel l, 11' our silver t ellova will nt ay vi tt us -­
atay with it •• ••• • 

Yeah. 

Ab •••••• 

'l'be President -- t he President teela we ought to haTe 
that Juet tor oooasiona like this, you eee? 

Oh, that ' • exaotly __ that'• vhat I'm th inking about . it. 

And i t ,we , tor inst ance , t1n4 t~.at t he Ja~:n:o~~;. 
ginning to dwlp e11Ter on ua • 'llhy we oan 
and regulationa •• • •.. 
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P: Oh, yea , you can f i x it. 

HMJr: •• •• •• wbioh will aake it impoeaibla. 

P: Undoubtedly. I hope to God thoae fellow• do. I'm 
going around and talk t o them anJVay. 

HHJr: Well • .... • 

P: That 's the beat I can do. I-- I don't want to make 
a speech on t he floor. 

!ll!Jr: No. 

239 

P: It won't do any good. 
to go around and talk 
one of t hem •••••. 

The beat thing to do -- I want 
t o thao. I know every daon 

ID!J r: Yeah. 

? : •••••• are against the Jape anyway. 

~/ell , we -- we - - if it got so we found that the Japaneaa 
were beginni ng to dump silver, we Just would make some 
we'd find some way not to buy it. 

P· ~/hy yea. You've got - - you've go t your diaoretion, I 
think, Henry, anyway. 

EJ.:Jr: But on t h is other - - this t hing -- 1t -- it' a useful 
Just like last night. I mean, they onme in, t hey're 
deapcrat e; they have no coney; they have aix o1llion 
ounoea, will we buy it. Well , I talked •...•• 

!» : Yea. 

~"=!.Jr: • • •••• to the President and -- and he ea1d, ~Yea , go 
ahead. Buy it. • 

P: Why certainly. We ' ve got to rely on whatever executive 
power. we've got. We've go t auoh a damn tool Senate up 
here now that I never know what t hey're going to do. 

HMJr: But we ' re doi ng all ve can down here to help the Chinese. 

P: 1•/ell , I -- I th1nk you're r ight , and I think the 'llbole 
Senate woUll auatain you i n it. 

Well • • • .•. 
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P: 

t!l(Jr: 

P: 

!n!Jr: 

P: 

h'l-:Jr: 

- ~-

It 1t tYer - 1t 1t eYer beoaae publl o. It won't 
beoo•e publlo tr011 -- thro118b ae , ot oourae. 

No, Cordell Bull doeen•t want lt t o beoome public. 
Just .••• . . 

No , I don't think 1t1 e -- it Just makee it a eu~Jeot 
tor dieouulon• 

He eald 1 t would Juet add t o b1a troublea, 

'rhat•e all, 7ea. 

So we •re not going to tell an7bod7. 

? : All right. Thank you, Henr7. 

~l:Jr: All riett t. 

24u 

• 
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P.J.:Jr: Colonel Halsey • •.••• 

Colone l 
Helaey: Yes, air. 

tr..!Jr: l(or genthau, 

H: Yea , air , Hr. Secretary. 

m!Jr: Row are you' 

J ul)' 23, 1939 
10:58 a.e . 

H: I 'm flne . I hope you ' re well, sir. 

241 

!!!' J r: Fi ne . £d Foley vas i n this c orning talk1n~ to oe about 
~lr. Younger. 

? : 

i£:Jr: 

U: 

li!:Jr: 

R. : 

::::J r: 

Yea , air . 

And I 1 m go1n3 to see that llhatever he got hereto tor 
that he con t inues to get ~~ aaae. I understand •••••• 

\/ell, I - - I surely wlll appreciat e that. That' s a 
real-- t hat 's a real courtesy and I surely appreci ate 
tha t, air, and I can hardly tell you how I thank you. 
It moano -- he ' s l·!rs . Halcey ' s br o t her , and it means 
a whole lot t o me . 

\I ell, that ' s why ...... 

'fhank -- t hank you ver y cuoh. 

llell , it'll be taken oare ot. 

Thank thank you 80 much, e1r. 

Goodbye. 

.. 
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lll'.Jr: 

E:d 
Poley: 

!!I!Jr: 

?: 

HHJr: 

F: 

l!I'.Jr: 

r: 

HY.Jr: 

r : 

EMJr: 

F: 

lil!Jr: 

P: 

l!M.Tr: 

?: 

lW.Jr: 

F: 

HJ.:Jr: 

July 28, 1939 242 
ll:01 a ••• 

14 • ••••• 

Yea, ~r. Secretary. 

I Juet tallr.e4 to tbe Preeident and he eald to tell 70u 
that :-- to tell Barkley that ve do vant the riSht to 
buy tore1gn ei1Yer continued. 

Yeah. 

I 414n ' t JU.lte the alternat1Ye euggeatlon because the 
President aeeoed to vant 1t Juet lilr.e t h1e. 

Yeah. 

And that you could aa:r, ot course , ve •re bllylng leas 
and leu. 

Yeah. 

Nov, I tallr.ed to Pittman about vbllt ve d1d laat night 
on China and.he 1 e almply delighted. 

Fine. 

And I eald we reel down hera that we better have that 
pcver continued, and he eaya good, and he aald, 'I'll 
go around and tallr. to the boya and tell them that 
that• • vhat we want. 

All right. Nov, can -- can Barlr.ley •a:r that t hla io 
vhat the Prealdent vantat 

Yeah. 

All r1Sht. 

Yeah. 

All riSht• 

Yeah. 

Vell, I'll get vord to h1m right avay. 

0. IC. 
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!-J'Jr: Hel l o. 

Jul.:r 2S, 1939 
3:115 P••• 

243 

Operator: Secretary Hull calling you. 

HHJr: All right. Tell Foley to oor:~e right ln. 

0 : 

OUtsi de 

Ri ght . Oo ahead. 

Hello. Hello. 

0-<!rt.tor: Just a a~oment, plea se, Hr. Secretary. 

':'han It :rou. Hello. 

Cordell 
;iull : Hello, Henry. 

;.::Jr: Yes , Cordell. 

H: I talked th i s out V1 th our eoeoial l"lan connec ted vi th 
the La tin American divis ion. · 

HJ:Jr : 

"l : 

~!''Jr: 

F. : 

H: 

f!t~Jr: 

Yea. 

He , or c ourse, ltno>rs how much trouble your de!)art ment 
has had with t hat border down t here . 

Yeah . 

And the Tla Juanatrouble and eo on . 1\ou, we - - or course, 
our only business is to pass on the foreign polic y side 
or it. 

I under a tand. 

And we t., ink probably that the ::exlcM Oovern::~ent would 
make a protest against t his, J!!!! we don't thi nk 1t wuld 
be a maJor protest or an insistent protest. 

Yeah. 

And we would -- it we should ge t i t we ' d paso it on to 
you, as Sumner Welles says, tor your information . 

I understand. Vall, it you don ' t toll ae, 'Henry, !hi• 
is aomethlng tha t' e going to embarrass me terribly, 
I think tor the San Diego district only •••• 

.. 
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!! : 

Jn!Jr: 

!!: 

!!KJr: 

H: 

3 : 

I!Y.Jr : 

- 2 -

Yeah. 

... ... we'll put tbia 211-hour thlq l n. 

Yea, probahlJ JOU oan get JOW' III&Di Gibbona - Gibbon• 
oan uke an a4Ju•t•nt with the ba anoe ot the Kez1oan 
border then &D4 let th11 - - all4 ooaproahe on t h1a 
order ot 70ur1 ae t o ! 1a Juana. 

Ye1. Well, the thought 11 Juat tor that san Di ego 
c11atr1ot. 

Yea. Heft1'1, ¥hen are you -- When are JOU leaving town 
tor good' . 

I'• leanng late !ue&daJ atternoon. 

Will JOU eee HeD1'7 Val l aoe' 

I'll malte it a point to t aU to hill. 

244 

H: I tell JOU, I think that we ought to get you ought • 
to uk the Preeident to talk to b.1m direct. 

l!MJr : 

H: 

liMJr: 

H: 

!C!Jr: 

II: 

ttell , I . .. . . . 

And then you talk to him, because o1nce I came back 
here 8uaner waa telling me that - - ot oourae, t h1a 
il tor your intormat1on. 

I Wl4eratand. 

I t lhowa how th1B damn 1h1ng apreada l11te a peat, you 
know, and -- and a dor.en peaUl encea. It -- the 
Brar.U1ana -- I th1nlt I mould tell JOU, · the Brar.111an 
Aabaaaa4or cue 1n nr1 gloom)" and all out or aorta 
th1a 110m1ng. 

Yeah. 

He 1411 that - that Wallace auured Aranha Vhen he waa 
up here that the:r would not go into an)" -- &nJ cotton 
lubaidy a1tuation and -- on 1h11 - - and Aranha vent 
baolt and ma4e that repreaentat1on and then they ao~ 
cepted the 1nv1tat1on ot thla cotton oonventton here 
in 8eptamber, world oontarenoe, and the Aabaaaador 
aa14 •ve want to not1t J JOU that ln the light or all , . 
th1a auba14J bue1ne•• · ··· · 
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H: • •• • • • • Ulat 1 
• on here-, •e oan' t \hi nit about attend1ag 

thie oonterenoe, and"'" got to look out tor OUP­
IelYtl. 1 

!Q.!Jr: t/ell , Cordell , between you and me , I'll talk t o liall&oe, 
but damnlt - - eh -- I 1 Ye got no authorit7 and I don't 
know vhJ'••• •• • 

H: Well, that ' • the point. I think it you would-- I' ll 
vr i te the Preeident again. 

m-:Jr: Ye1. 

H: And -- SWDner and I both will, and 1t :you'll urge h1Jil 
to get ehold or Wallace and tell hl.ll th11 s111J)l7 w1ll 
vreolt eYeryWng 1! he goes on in th11 talh1on. 

!fl:Jr: Yeah. Well. , I ' ll be glad t o t allt to h1m, but lt1 e ..... . 

::: 

!!1!Jr: 

H: 

HHJr: 

H: 

H!!Jr: 

I aean, you-- 70U can • •••.• 

I know vbat you want. 

Yeah. 

And I ' ll do 1t trom the standpoint ot t he Treasury, 
where 10 t his go ing t o atop , and we haven• t got money 
enough to pay tor all of this. 

Yea , and it ' s going to bring on eYery sort or oompl1cat1on. 

I - - I ' ll do it trom t he t1nanoial atandpoi nt . 

li : Yeah. All right, Henry. 

~:Jr: And on t he other uung we'll go ahee4 Just on that on.e 
eeoUon. 

1! : Yea. You understand we Juet deal in torell!l' pol1c1ea. 

Hl-!Jr: I know, and • ••..• 

H: Yaah. 

Hl-!Jr 1 ..... . I tr 7 to deal in detio1ta. 

H: ( t.auahter) All r i gllt. 

Regraded Unclassified



• 

IIJ' ..... GlpW. 0."'"' 
ID .. _ti.ea wUil tbe APFNt••ac 

YUU ot Ler4 U ~~. 11hleh J'IN Jt .... 11l 

to .. oa h1J' -'•• I • -lo•t• hnuta 

for JOU' lat-Uoa ..0. plbaM lt ,._ 

OOli.,.II'I&UODt wUb Loft Jll~e, a pbt._ 

llaUo oopy ot a lett.r I ha.,. ..... t....a 
t1'C8 8Mf'ltar7 lfllll. 

C~Wa 11 . a. OtUlM1 

h sa ••• Dt.'llelea. 

\ 

24S 

• 
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"' ...., Olptala Ge"'••' 
Ia 19 I -"-- WUb tile 8PP1 I *''II 

nau ot LeN Al .. l'tale, tltlllb ,_ ,.,..,,. 

to • oa Nr 16-, 1 • OMlMiiiC wata 

tor JOU w-uoa UA &d"- lll ,... 

oo~aUotll vltal ~ RUM .. ,., a pbl._ 

1'&\10 eopf ol a ~.._. I !Ia .. I"MMl ..... 

,.. ........., Jllall. 

Oaptala R. a. O.Utae, 

PI 11 A ' M .S.olollo 

{1;_!;:::-.t::;:::; r~ 
' 

-

24 7 

• 
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MJ ..... Olp'-la "'"'"' 

1ft I Jltloa wltb ~ t~PP"I *' .. 
t'lllt ot l.ol'lll Ill-... , •• whleb :rw ft(llW 1 11 

to ee Oft~ 26a, I cs -loe'IIS beco&lttll 

tor ,.,_ ~Uoa aDd ea14AMe 111 JOOW 

oc.u:wuau.ofto vUb 1.ol'd R1~. a p~~o-.. 

nauo *'Pf ~ale.._ 1 haft ftMl ... 

'- DIWU...,. ll111le 

~ lie a, OelU•, 

ft'UM I 1 Jll.teson. 

. .... 
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T"E: SE:CIIE:TAIIY Or STAT[ 

WAliH INCTON 

Jul:r 27, 19311. 

ll;r d.,.r llr. haretar:r 1 

!he Br1tiah bba .. :r hu rectu .. ted ibat 
arrangements be made tor Lord R1Yer4ale to 
eee Oapt. H. E. Ool11na ot the Prooureaent 
D1Y1s1on ot the freaaur:r. I aa 1.1ltor•4 
that Lot'4 R1nr4ale onl:r desires to .. oure 
soae reneral 1ntoraat1on relat1Ye to the 
orsan1&at1on and operation ot the Procure­
Mot D1Y1ll1on. 

I aa pleased, therefore , as a aatter ot 
courtes:r to the Br1tiah J:abass:r, to bt'1n8 
this aatter to :rour attention 1n the hope 
that :rou aa:r t1D4 1t consistent t urtbar to 
sxtead the courtee:r sought b:r t he British 
J:abase:r b:r bringing about t he arrangement 
re(lUested. 

!here 11 nothing aore i nvolyed 1n 
an:r respect than the torego1ng. 

81ncerel:r :roure, 

!he Honorable 

Benr:r llorpnthaU., Jr., 

leoreter:r ot ths 'freuur:r. 

249 
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' ' 

- - -

The Honorable 

Henry Korgenthau, J r., 

Seoretary of t he Treaeury, 

Waehington, D. 0 • 
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Jlr . Carw>47 na quih pleue4 wUh \he 

14ea ot .r w1e1t~ the weetern exohaaeee . 

It U appeu• 'ba' aothiac oan lie aoeoa­

pl1ebe4 at WPA, u4 lire. llorceathau b&e DOth!• 

ehe 'Wiehe• taken oar• ot, I u plann1ac t o etart 

weet, the a144le ot next week, an4 Y1e1t Bo1ee, 

Portland, Beatne, Ban J'l'uo1eoo, Loe qelu, 

&114 &117 other eelt-help oo•uaU1ee thd I oan 

naeh 111 a 11a1te4 Uae. fbat will 1Dolu4e 

about a buD4l'e4. lxehaae .. • 

251J 
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'I'R!ASUR'f llVAM'III!In' 
Office or the Secre\ary 
Secret SerYice DiYiaion 

To• lira . Klot& 

IIDIOIWUlOII 

JuJ.y 28, 19~9 

Chlot IIUaon 

Tho fo llowing tentative ochedule tor 
tho Proal4ent, July 28 to 31, b gj.'<on tor 
your turthor lntom ati on , 

Friday, July 28 , 1939 

Lv. ••lh1nstm T1a a1to •••••••••• • ·••:so P•• • 

Ar. ~antioo, Va ••• •• ••••• • ••• • • • • • ~ t45 p.a . 

Board USS Potomac for cruioe 

Monday, July 31, 1939 

251 

Ar. ~uant1co, Vo.., via USS Potomac 10100 a . m. 

Ar. 'ifashitttCil Ti.a auto .••.••• • • • • • llal6 a.m. -

/ • 
. ' 

·~· 

'· 
.. 
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JulJ' 28, 1~9 

3: 30 p • • • 

(After Cabinet) 

!resent: 

llr. XoReynol de 
llr. Foley 
llr. Gaeton 

.!!!Llr: The Prea1dent gan ae t h1e thing (chit 
about~ r otey, Collector ot Internal ReYenue tor 
IUeeheippi). 

It baa to do with 1Uee1u1pp1 and Pat Harr1eon 

252 

and the reat ot them and the Prea1dent ea1d i t he ehould 
sign the Hatoh bill he wants uo to go attar our Collector 
ot Int ernal ReYenue and tell h1m he io pl aTing pel1t1oa, 
eto. , etc., and atop 1t. 

I talked to Cordell Hull and t he President atter 
Cabinet about Congrees rord and Loe Angeles and the 
Preeident said ae tar as ho waa concerned lt wao all 
right. Hull ea1d, 1 G1Ye me halt an hour to tallt 1t 
o.ar and 1t we did not hear trom h1m you (Foley) are to 
call h1m up." And baYe the order t1xed eo it applied onl7 
to the Ban Diego area. It1 a all right with the President. 
He oald to Cordell •supposing lire. Hull and lira. P~oeevelt 
want to go to Tla Juana to bUT a drink and the7 ant to 
bur a couple tSt dollars worth ot atutt, could the7 bring 
1t ln. 1 

Mr· O.aton~ es.oo worth • 

• • • • 

OOLOI!BIA• 

I n addition t o the abOYel 
llr. Cotton 
llr. r o1e1 
llr. Bell 

.. 
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.li!L..!!J:I 'faa n erybOd)' goOd exoept 'fh1tet 

Dr. W te1 I am atra1d ao. 

~· Folex: J oe (Cot ton) and I thought, the way 
it ia tere, aa you rea.d it now, 11 goOd enoueh beoauae 
what you have in aind 1e clearly i•plied, Harry 11 
making it bolder and more f droetul and I don't think it 
11 neoeuary. 

HK,Jr: Bold Hart')'! Light Horae Harry! 

Dr. 'fh1te: I have a auegut1on: that thh 1a a 
little too iJQ>ortant to make a deoilion now.::Cou are aalting 
very definitely tor two th1nga that are really 1aportant. 

r' •~f I a• willing to let it go until Konda.Y. 

253 

llae Bel en a looit at tb1al Wall , I would l1ke Bell 
to read it, Gaaton to read it and KoReynolda. See 1f you 
oan' t get together on one letter. .. 

Dr. 'Illite: 'fe will get together on one letter, We 
will adJourn tor 15 ainutea. 

HK .Jrl I am leaving now. 
together on it by Monday, 

oOo-oOo 

See it you oan' t get 
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MJ' •• lNio 

You M14 JOU wanto4 to 

talk w1 th &eoretarr lllorgentbau 

about th11. 

G. 

' 
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ll l .t l"ll R 256 

SEcrEtary of StatE 

Washington 

GRAY pr~ •· ,111 

PARIS . .., 
DotEd JIU7 1!8, 19~9 

Rto•d :5:55p.m. 

140:5, July 28, 6 p .m. (SECTION ONE) 

11 

ThE DirEctor GEnEral ot La SociEtE GtnEralE, Ardant, 

c~lEd mE aEVEr~l days ago to discuss thE Estn~l ' o.hm£nt by 

his concErn ot o. branch •trust ccmpnny• ot IIEW York undEr 

our l o.us . ThE SociEtE GEnEro.lE t!U•ough one ot ita dirEctors , 

Lt , Chueltntt , who has just rcturn~d from thE UnitEd Stotts 

consultEd with Do.vis Polk o.nd Company and found no 1nsurmo­

unto.blE lEgal obstnclto to its establishmEnt. BEfort procEEd­

ing furthEr , howEvEr , thEY would likE to know t hE ott itudE 

of our TrEasury "o.nd prtsumo.bly othEr pErtinEnt outhor1tits• 

with rtGptet t o tht projtct. ThEy mtntioncd thE rEetnt 

3Ett1n(S up of llrr ,c";ft...t sim1lor organiZations bJ thE Crtdit 

Suisoc and thE S•iss Bonking corporation. They lEft at thE 

Embassy this morning a britt mtmor~ndum or which thE 

following i s thE substancE: 
BULL ITT 

EloiB:NK 

.. 
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SecrttarJ ot State 

Waah1ngton 

• 
PARI8 

Dated 

l,OS, J\ll7 28, 6 p.a. (SECTIOB ftO) 

257 

Both 1n the general 1nttrut and t,hat ot ita cllrntrle 

the Sochtr Ol:neNJ.e conaidua 1t indiepensablt to ett up 

at NEw York a b.1nking tstabllalmu:nt Wide r :.he provision ot 

law co•rring Am£~1oan trust companiea with an initial 

capi t al or around $500,000 and "with small general expenses. • 

'l'ht t1rat and illlportant t o.sk ot th11 orgo.nico.tic.• would bt 

"progressively to otntrclizc 1n its vaults an important 

part ot tbt portfolio or American and t orcign sccuritica 

held by the 1nvcst1ng clientele ot the SocietE Ol:ncralc.• 

The m~randua asserts that tbia portfolio ia at present 

acattlrt:d • tn IIUIJl1 n£Utral tOI'dgn banka, tb& -jorit7 

SWi ss or Dutch. • ~ proposed or~nisation would likEwiac 

SECk as cttic ientl7 aa possible to adminiatcr the t.portant 

balances which it has hEld •tor 1114D7 7cars" in .AMrico.J 

and turthermore thE DEW agency approves t ranstcr ot 

financial and economic intormo.ticn ot interest to it end to 

1te clicnta. 

EliB :IX 
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Secr et ary ot State 

Wc.ahington 

GRAY 

PA!II.S 

Dated July 28, 1939 

Rto'd 4 z28 p .m. 

1403, July 28, 6 p.m. (SECTI Oll 'l'BREE) 

ThL umoro.ndum cl41ma thD.t 0 tbe tlllnncr 1n which th1e 

co=pnny will be administErEd will not crente coapttiticn 

t or AlllEricnn banks. Wt will continue to drpoeit nll our 

tunde with thtm nnd t o carey on throUS)l tht m t ht bllnldng, 

258 

commtrc i a l or c llpital optrlltione entrusted t o ua by our , 

olitnts . WE will not attk in nny wny to 4ttr4ot AmErican 

cl1tntclc. " 

"Betort complying with nll thE conditions 1mpos£~bT 

Ar t ic le III ot thE •banking law• on companies desiring to 

Establish thEmsElVES 1n NEW York, and bttorc tiling a 

•not i c E ot i ntcntion• tor tht organizntion ot a 'banking 

corpor ation ' wb1oh noticE must bE tranamittr~~~•~- :.J 

•supErintendent ot banks' who 1n turn will ~­
the opinion ot th£ •banking board, '" the societE G£nerale 

deair&e to makt known ita 1nttnt1ona to our Trtnsury and 

hopea that it will give th£ mattEr tavorabl~ considEration. 

Ructt baa oont1rm£d to Ill£ thE •tat£JD£nta ot II . Ardant 

that the FrEnch Jliniatry ot PillnnCe dna thE proposal 
with 
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2-#1403 JUlJ 28, 6 p. m. (Sec 3) 

with complEtE approval. Ardant and ChAdrnct tnjCJ thE 

most cxocllcnt rtputatlon ln Parts. 

I should apprtclatt rEot1v1ng such vitwe ae JOU m&J 

wish mt to communicatE to tht Soc1Etr Ocnrralt . 

(END OF lo!ESSAG£) 

BULLITT 

EIIB:NK 

' 

' I 

259 

.. 
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"6• c.. ' 

herloa. ll:ld>uq, Parte, 

h1T • • 1131, 7 p ••• 

J'ruoe 

: 

" 

' 

'> .. ., 
"", 
'\· ,- ~ 10. 1 uos 

FOR 'rill: TJU:AIR1RY. (GRAY) 

ll:l:oh&JI6e aazitet nl')" llllll t.o4aJ. file pOIIDd ne 

IID4er pre .. ure, (th1e part1&117 reneote oo..oena onr 

the lo~~&-teN etteot ot tbe hrrltlo paoe at wh1oh 

Brltleh a: nnt ezpenditllre le prooeedi.llg) ud Brltleh 

oontrol wae OOJ1P41lled t.o aell dollare. lfore ahrl1DS 

wae gained b7 tbe Prenoh :tllnd, total.l1JI6 t or tbe l41t. 

two 4&1• wal.l onr halt a IIUUoa dollare. Illpro ..... ell\ 

al.eo eec oil to:rward trano, and bela* •• et roDS nth 

Bel&lua ga1n1116 eoae eterl1116. llarlr.et oil the IIW181 truo 

llllohaJ:I6ed Oil the tall ot the Oo11J ll Clonnu~mt.. !he 

nor1J1 dropped t.o ao.o7 aga1net 110.111 78•'-~ cd ao.a& 

" 

the cSa7 before. llollth-•d requ1re-te an •lr.IDS .:me7 

tlghtar. llarltet. o.n eeCXlrl\1 .. •• don about a blilt peroel&, 

rctea 4ropp1Jl6 1115 ocuaaa oa t.he anl'e6•· 

Jlo t.Mdiate etteot. wae a.aed 1J1 the .net. bat 

Prenoh t1.D.aD01al o1rolea ehond pleaanre at. oar denU.D.o1 ... 

t1o.n ot our oo-ro1al t.rea\7 Y1 th Japu. ( llld G~) 
lllaora ot rrenoh oredit ud lou lle&oUat.1olla Y1\h 

'!bgoala'f1a nre reponed b7 the naano1al pre••· •• nre 

t.old t.o4a7 b
7 

Jlllett no\h1DS det1A1 te baa 7e\ bam deo14ed. 

BULLift' 

• 
: 

... 

.. 

Regraded Unclassified



P • I • P B I • I I 

• tllecru (ao. 51)) of hl7 21, 1939, h tho ..._1 .. .._..,. 

at Paria raa4a --"'t&aUallJ ao t ollcn l 

Oil ...,era1 ooa&a1oae ~he Obl.aeH ll&ft a4e 111tonall7 \o \be 

'l'r .. _,. llep&l'taea~ til& ._.auoa \ll&t the oll.,.r oa cl.apotlt la U>a 

1rtach u4 llrUhll Collcllaioaa at ti•hla 'be \o11cbt b;r t hio Gonn>­

..... t. fha :pea1Uoa that tboo -uer ol \boo parae• ol \he .n .... b 

a poUUoal q~aeaUoa oa &eCOllll\ of \boo oac-- .. mo1't'l4 1a coa­

aocUoa wUh the aUnr boot 'blft tal<• b;r \he 'l'r•-:r ~t. 

n ~ 'be aa14 1a atrict cool14cce t boot aa:r acUoa oa tho pArt ol 

thia Oo.,...,...t \ow.r4 o'btaia1Jic a F•Jir\;r lahroot la tho oll'rar 1a 

tho coaottt1oDO 1101114 aot 'be a4Yiaable 1a tho cona14art4 oplaioa ol 

tho Dtpu'tatat ol ltate. 

Oil Ju17 21 tboo Dtpartw11\ •• 111torM4 'b;r .&a'bana4or 1111 Shih 

tll&t Yirnall:r ,.... of tho ata'blll•Uon flm4 •••latA. fha .&a'baooa4or 

•• 111torM4. 1a reop<~aae to 1>11 uprllaiOD of a hope that a441Uoal 

auhtaaoe of a tl...,ial •tar• .....U& 'be proYicl.a4, t'bat \J>e tlhol t 

Oll'bJect wo'lll4 'be a\'a4114 b;r tJ>e ».,.z., .... , al"""""' '11'1 co'lll& DOt 1A4 

hla to look tOft - .... ~ rapq. 

260-A 

.. 
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RPP 

Storctary or Statc 

Washington 

1410, July 29, 1 p.m. 

POR THE TR EASURY. 

GRAY 

About Ei ghty dEcrEE laws arc being presented for 

appr oval to a Council or Minis ters which meets thia 

morning and it is int EndEd to publi sh the nost important 

of thEa£ measurEs i n thE Journal Orfioi al at an carly 

datE. Rcynaud will Explain their scopE i n n radio addrEss ' 

thi s EVEning. Thos E of a finnnoi nl and toonom1o 

chAracter includE mEasurEs dtsi gntd to i ncreasE th£ USE 

Of ChECks QS i nstrumEnts or paymEnt; tO dEVElOp thE 

guarantEEd c.xport cr£d1t systcm: to combat th£ falling 

birth ratc; turthcr to 11m1t profi ts derived tram 

national dcrcnsE contracts: rcorean1&at1on of the whtat 

agtnoy; mod1ricat 1on of custaDs tariffs and rc"nforcoocnt 

of central GovErnmEnt control over thE f i nanoing or 

hcavily indEbtEd municipalities. Ratification of the 

Franoo-Amcrican doublE taxat i on agrEEm En t wi ll be 

authori zEd by decree. Another dtorc t will authorizE 

postponement of th< gEneral elcotione for two years . 

(End Scotton on£) 

HPD 
BIJLLI'M' 
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lw 

Srcrtt•ry or Statc 

Washington 

Paris 

Dated 

Rcc'd 

1410, July 29, 1 p ,m, (SECTION TWO) 

It ia l".IIIIOrtd that !!Eyn&ud will anno1:.n0c tlu: 

t ranafcr rrom tl-1: txchangc fun'.! to the Bal.!< of Pra"'Ct 

Of a furthEr Civ E bi:lion francs gold , 

JOUR:'f.E l!IDi."3TllELLE says that a ttcntion is bdng 

paid in Lor~on to tht qucstion or a clostr collabora­

tion bEtWEEn Grtot 13r1 tain and Franor rt3(1rding •raw 

matcrials and crEdits" ond repEats that Fronct ia in 

a mor£ fo.voro ble situation thoi. Grto.t Britain brooua£ 

Proncc is •more nco.rly sclf suff1c1£nt11 e nd that "its 

gold rracrvcs ore sufficiEnt to insure covtr for its 

imports in co.3e of wn.r• (sic) , Tb1a paper then goes 

on to ao.y thot for importo.nt political rco.aon.s thc 

utmoot d1acrction boo been and abould bt obscrvtd with 

regard to the United Stntca but thot opinion "favornbl£ 

to Grto.t Britain will noturnll)' dcvrlop under tbt in• 

flucnct or circumstanc£8 11 , Tb1S ia t1 f.'urthtr pl oy on 

tk 

262 

• 
... 
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lw -2- lloo 1~0, Jul7 29 , 1 P•• • (SEC'l'IOI '1'110) 
tl'ca Parte 

thr nrw notr (MentionEd in our trltgram Mo , 1327 ot 

July 19) suggrst1n3 arransrmrnta tor morr <tfrot1vr 

rro1prooal oupport by France and Orrnt Britain ot 

taGh othno ourrrne1E a , (END liESSAQE) 

3Ull l'l'r 

HPD 

263 
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·r.:Jr: 

Key 
?ltt.,an: 

? : 

... _:r: 

P: 

!r:Jr: 

·-::Jr : 

~ : 

·-·sr: 

~ . 

::.:Jr: 

? : 

'1:Jr: 

July 31, 133). 264 3:27 p .:o. 

Hello, Key. 

Henry •.... . 

Yes. 

I was told just no>r by Bittle t.'ln t old Townsend i s 
go i ng to otter another nmen~uent here s t atinc thn t 
none ot t hln money can be used to buy -- purchase 
torelgn silver. Well , or course, you don't need 
any or t his "'oney in thl a Londin: 3111 to pure!lase 
toreien al lver. 

t~o • 

But 1! he otter s it, ! 1a just •oin ~; to ce t u;> t~ere 
and slo _>l;; say that everybody ln t 'le Senate can offer 
n bill t ho.t it can be uccd tor r.o~.e "?Ul "J))&O that's 
not in t he b!ll 1f the;; want t o . 

Yeah. 

And i t ' s just a sare-phnsln~ pro,one - (lau:hs) 

Yeo . 

•••.. race sav1n~ ~roposition ond ••..• 

Yeo . 

But that it's absurd to do 1t . 

Yes . 

And t.'lat I oove to table it. 

Ri ght. 
I hope theY stand by ce because lt ' s just abturd. 

1, r el. l • ..... 

But r eall y you don ' t need it nnd lt 
damn bit or d1f terenoo. 

No , we don't use thnt coney anyway. 

doesn't I'Ulke a 
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P: 

lll!Jr: 

?: 

HHJr: 

1': 

!iMJr: 

~ HI'MlDlJ 110'• You - - 'he b1ll prortdee 'llhel'l 
10• ... ~ -•1· l'ou Ull UJ twada )'ou• n got 
1JI tiM ffta-.ar, - pproprlattd, or aJ17 aorae7 . 

'fhat•. 1"1ght. 

Vall, aU right. 

Well, tbanlte tor let tins ae know. 

All rlght . 

1'la.nlt )'OU • 
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• tu}.y 31, 1939 
·:~ p.a. 

!!].!Jr: Hel lo, 

r.c. 
l!m111gton: Hello , }!r, Seoretar;y. 

l!J.IJr: How are ;you' 

H: 

H!:Jr: 

I hope ;you're going to have a grand trip, 

I certainly am, 

S: I viob I were going. {Laugha) 

I v1eh you were too. 

266 

!! : Why, what I wanted to call you about vaa this Co-opera­
tive buaineaa t~-&t ;you apoke t o me about. 

!!!'.Jr: 

P. : 

:-!::Jr: 

Self-Help Co-op. 

Yeah. 

Yeah. 

And I t hlnlt !-!iss Lonigan hae beon a l1ttle irri tated 
wi t h me because I haven't been able to see her, but, 
Mr . Beoretar;y, this month baa just boon - - t hi s month 
of Jul7 bas been something ror me • • •• •• (Laughs) 

'l- know t hat • 

• • • . • Vi th this nev A.ot . 

I know tliat. 

H: And vhnt I aaked her to do , and aent the ceaa~e to her, 
waa t o put down on paper what -- definitely vhat si:e bad 
in mind. 

HY.Jr: 

!! : 

1!1-lJr: 

Yeah. 

Because , after all , when you're talking in term• or 
4o or 50 mi llion dollars • ••• • (Laughi nGlY) 

Yeah. 

II : ••••• I think you ought to . 

l!MJr: I think .c. 
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• II: 
!!J.!Jr: 

H: 

!!J.!Jr: 

H: 

!lJ.!Jr: 

H: 

m:Jr: 

R: 
0 !!Y.Jr: 

H: 

ID:Jr: 

E: 

m:Jr: 

H: 

rl!Jr: 

H: 

HHJr: 

H: 

- 2-

AD4 -u .. ~hie nek I e:q,eot ~o set t o a seneral 
talk on ~t 'llbole thizls. 

Ooo4. 

I -- I aliiPl:r wanted to &&lure you that I badn • t tor­
gotten your oall •• • • : . 

Well ••• . •• 

•••••• and I vas getting at it a1 aoon as I could. 

lieU, i t vas Yer:y n1oe ot :you t o oall me, and Mr. Hanes 
will be here during m:y absence. 

Yeah. 
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And 1t you oan get around to i t -- What I talked With -­
t o t he Preaid~nt va~ -- the lalt t1ce -- vaa the -­
t hinking ot the possibility ot following 1n the toot­
ltepa ot the cities where the tood atamp t hing baa been 
made a auooe a a . 

Yea. 

And -- because t hey1 y e got to de an awtu,l lot or pre­
l i minary work, you know. 

Yeah. 

And that -- 1f they were going t o do something t hey 
llight take a look at Rochester and Da1ton and Seattle. 

Yeah. 
And tbia Selt-Help Co-op. ia Just aa d1ttioult to put 
aoroee ae t hese tood s tacpa. It takes a lot or work. 

Oh, I ' m sure or that. 

And __ but I appreciate your calling and I '11 let Illes 
Lon1gan know thrOugh McReynolds. 

All right. 

I ' ll tell - - McReynolds has been watching t h1a and Mr . 
Ranee will vatoh it t oo. 

Yeah. 
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!I t 

HMJr: 

H: 

v.: 

- ' -
Bu~ I 'll tel l Mac ~ha~ 10u called and paae 1t along ~o 
}t1ea Lon1f!it.n. 

F1ne I Thank 10U. 

Thank you. 

I hope 10u have a grand t1oe, a1r . 

Thank 10u eo much . 

R1gh to. 
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July 31, 1939 

Prttentl 

Kr. Han., 
Dr. lhite 
Kr. Cot ton 

('l'o d1aouu letter to Stat e Depart~~~ent on Coloabia .• ) 

rtr: Let M Just paraphrase what I aaid to 
&u.ner es. I said I won't go into &117 or theoe 
countriea unleas the State Departaent rirat aake .. to. 
'1'hat1 1 nu11btlr one. IIWiber two: I won't go into aey 
country unleae we rirat han an understanding about the 
debt ot thle Latin-American country to our private citi­
nna. 

Dr. Jh1te: IIUIIber two ia Yery well handled in 
this letter. One i s a little bit aggreaaiYe. 

llr• Cotton: It says once a decision haa been 
taken ..... 

r' ·trl Once a d6cia1on hae been 111$de by the Pres-
ident o United Statee and t he Secretary or State. 

Dr. rete: 'l'hat would atlll lean it that onee 
they ha·te .&e tha dlciaion that you oarry out the nego­
tiat1ona . 

haa 
tha 

HK.J£: What'a what I want . Once t he deoi.aion 
bee e by the President or the United Statea and 
Secr etary or State that • • .•• 

Dr. !bite: , , , to go ahead and attempt to work 
out a progru. 

~~ I want the deciaion aade by the Prea1dent 
or the ~d 8tatae and the Secretary of State, but once 
that daohion has been u da t hen it la our program. 
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I want to get Ranee' reaction. 

Can I giYe a little baokgrowndT 

• 

Mr· Hal'•: Yea. It• a all new to ••· 

HJliJr1 The background 1a -- yo 
we "nt ~ on the Bra~111an thing u Yere ~ere when 
three weeka I waa OYerlooked on it. • Now 0:, ~~dr:; 

2711 

that wh7 nothing haa haPPened 1a that thie rr t 
Proteotin Bondholders Coa.ittee up in New ro~oi!~te, 
Herbert Feb hAn Juet put the whole thing to 0~8 aide 
pending a 81ttle•nt and finally, through Aranha hartn 

•
to otter to reeign, he waa able to get Bra&il to put u~ 
1,000,000. But in the -.nt1M enrything 1a at a 

etandat1ll. 

Now, Welles come a onr. Be wante ua to do th11 
and do that. Be eat there and I told hi a I would net 
go into any country in the tuture unleee thia question 
ie eettled before hand. 

Our Chinese loan waa practically eorapped beoauae 
at the l aat minute Hornbeck aaid the Chineee Goyernment 
owea 15 ,000 ,000 to Continental, Chicago. It turned out 
it went back to t he time ot the Empreaa that they had it. 
They were willing to hold up thil whole thing tor that . 
I don' t &&¥ tha State Departeent ahould not u1e it• good 
otticea, but -- let'• takl the caae ot Cuba where there 
1e 180

1
000,000 inYOlnd. Herbert Fe1a and hie Bondholders 

OOGaittee eald they .uet oollact 100 oenta en the dollar. 
SOM ot the lcana were aade in good talth. 

Now Coloabla. Gregg 1a a good tallow. Here'• 
110

1
000,000 or 115 ,000,000 locoaotiYea and railroad ~uip-

•nt they want to buT· lo, air! They oan't do it! 
Unleu they eettle tll4' ubt .tlliag. leU it ther want 
to dO that and our United &tat .. GoYern•nt eaya they 
haYe to oolleot 100 oente on the dollar tor our priYata 
oitl&ena, all r1gbt, but I don 1 t want to plar beoauee 
where the world ia aodng ao taet we ai t back i n three 
oa .. a, Braa1l, Cuba and Ooloabia, wa are going to tore• 
theae·npeople to do buaineu on a barter bade and 1n 
noraal uae a a tallow eboUld pay hU dlbte , but theae 
are not noraal u .. e and th17 are not Gonrn•ntal dltbte. 
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We are abeolutelJ atya1ed and it' a taken .. 
all this time to do it. All I laJ' in thh letter 
1t they want to do it, all right, but don't come 
around and aek me to help. It1

1 ot intereat to ou 
tellowa. Firat, you are here when I am a way, lt 
you are going to a1 t around w1 th the ll1n1etera ot 
Finance ot Latin America, this ia the t irat t hing 
they will talk about. Now Francie White baa aent 
two oablee to Arahba which they tell me are the moat 
inault1ng t hings they haYe eyer eeen and outrageoue and 
they ruined the man' a pol i t1oal career. It eYer a 
fellow tried to do hie beet -- and t he whole thing hae 
been baaetrung by this ProtectiYe Bondholders Coamittee. 
I think it ' s outrageous. 

Dr , Wh1 te: I !l&de an analogr which Danni e Bell 
though t nry well ot. I aa1d the GoYirnment 1a in 
the position ot a banker who 1e talking to a bankrupt 
indiYldual who i a coming t o 1t tor aaaietance. Now 
that banker, before he givea aeaia tance, wanta to know 
whether the settlement which he 1& goinr, to arrange with 
the creditors ie reasonable one which would enable the 
bankruptee to go forward and put himeelt on h1a teet 
again eo he will be able to repay hie loan again. Why 
should a bank come to the reecua it the creditor will 
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ge t all t he benet1 t ot itt So the Secretary does want 
theee loans to be adJuated, but in such a way that together 
with any aeaietance t he American Go•ernaant g1Yel them 
that the.$ oountey will be able to go f orward and l..aQlron 
economldally by 1nor eaaed trade and PaJ' back, 

llr Hanel: Waa thie Bondholder• Protect1n Coe­
a1ttee abie to arr1Ye at aooe concluei cn with Aranha while 
he waa bereT 

Dr• Whl\;= Yee. I thinlt the eettlement wa• 
fll, OOO , ooo orl2,ooo,ooo. MeYer got any ottioial 
intorma tion. 

Mr. Cotton: 
i l2,ooo , ooo. 

Dr. !h1te: 
be the settlement. 

somewhere between •10,000,000 and 

That's what I underatood waa going to 

.. 

Regraded Unclassified



.l!l...!lra tbeJ pa14 - 1a.talle•at all4 1a Ol'det' 
to get ITAi'aM& bad to t bl'eah11 to re .... a114 tbeJ 
tell • 'ba' PGl1UoalJ.7 u'a tbZ'oacll. Ycna (luee) 
want to th111k u onr durillc 'ba •1«~' 

Mr· Ht•el Jo. I thillk )'Oil are r1s~ • 

.!ll..il:l But I 414 aot want U to 10 out ul .. e 
it •4e aanee t o )'OU, and I think I aa tl')'ing to 'be 
praoUoal. 

Well t1Jr 1t up, Aa4 ap1n, we won't etart 
Wilen tba haaident and •· 4uu aelt ue to. 
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TO 

TREASURY DEPA RTMENT 

INTER OFl'lCE COMMUNICATION 

S.Oreta%7 llorpntbau 

.Toaepb P. Cotton, .Tr. 

DATil l'ol!l 31, 1939 

273 
~ 

ReI Export-Iaport Bank 1Dtereat rates. 

Under the low all of the Bank's ._pitel 11 obt&iJ>ecl troa tbe 

RIC by puoch&ao ot ot.oc.k end l.oa:aa. At tho present tiM, oil or tho 

.. pitel u ropr.aented by $1 llillioo or COCIIIOD otocl< &nd $45 llilllooa of 

5~ preferred. 8-er, tbe rate OD the pr.forrecl baa beeA reclueed to 

~as 1A tbo caao of all other R7C lmut.ent• 1A sroferred 1tocl< or 

banl<a. .Adclitlon to ita capite! by borrow1l:lc wUl ooon be .. coaaary. 

Thl.a Deana that the Bank pqa approldJiatelr )~ tor ita OOJle1 

ohicb the R7C boa obtained troca tha Troeau.ry and troo the public at a 

present r ate or appro>d.•t•lr .~. There would be no obetacla to ro­

ducinc the coot or ••MY to the bank to tbe auo rate olrl.cb the R7C bas 

to pq, TbU could be done by .1\xrther reduc1QC tho rate on tho outstand­

inc prot erred otock by a.cre-Dt or, it the RlC d1d not nih to IIOl<o • 

epocial excoptton 1n tbe .... or the Bank, by rod...W.C the preferred 

stock out of proceeds of l.oa:aa tro• tbe RJC, 
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• 0 ROUP loiKB'l'UO 

Presents 

H. ll. Jrs 

Graveas 

H, II , J r l 

Graveu 

H. M.Jrl 

!!anou 

H. Y. Jr a 

Gaatonl 

Belli 

H, W, Jrs 

Whites 

Jlr, lluea 
Mzo, Oaatcm 
llro Poley 
llr, G1bbona 
11:r. MoReJUOlda 
llr, Gravea 
Ill', White 
llr, Boll 
llr. ll&&a 
Yr, Duffield 
111aa Chauncey 

(Readi.ng certain papera) Harold, I don 't und.er­
etand thla , 

llan and wife - two . 

Oho 

Texas haa community property law. They usually 
tile separate returns . 

I aee. 

llr , Da.nea - I ' ve aeon you today. 

Glad to be back. Haven't anything on J1l'f mind. 

I haven't dono anythlng aince I 1ve aeon you except 
t1nd out whether I need a white tie in Finland; 
thought I'd better -ybe take one. 

Berbertt 

Don ' t Jmow a thlng. 

How 1e the great •aelt-l1quidator• todayt 

Boy, he's been 11qu1d&ted. 

Every time I see you (Foley) , you loaa f i ve pounda 

or night. 

Oett~ tbJ.nner all the tl.llle . 

(H.II.Jr, laavea room for tewndm1n~:ew!.tlo take 
telephone call a re •~-
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H. li.Jra 

Gas.ton 1 

R . ~~.Jra 

Bell: 

Foley : 

H. l! . Jra 

Foley: 

H.ll. Jra 

Fol ey: 

H. r.t . Jra 

Foley: 

Boll: 

Foley: 

Gaston: 

Foley: 

- 2 -

I 118 801"1:7 • but I had t 
How r.r did I e tt 0 take care of that . 
"Self- liquidating Fo~!y~~e ,WI1got aa far aa 
we got lett of the bill? 0 l , what have 

We've agreed that we haven't loa t a thing yet . 

Good. 

Well , so far as the House b i ll ie concerned. 

We haven ' t aeon the lanau&ge Mr 5 
boeauao t hey haven • t had it p' r1nted ocandrotar:r • 
onl ... got tha • they' ve 

, one copJ t tho7 marked up in encU 
And Joe ia down there now to get tho ch•n~es and 
mark up a COPJ tor us. -.., 

Joet 

Joe 0 1 Connell. 

Oil. 

The am.ountll you probably h11vo aeon . They came over 
the ticker this morning. 

(Nods negatively). 

They left PWA as i t waa - SSO. They reduced tho 
higbwaya from 750 1n tho Pree ident'e letter to 
500. 'l'beJ dropped railroad equi)XMnt from 500 to 
250. .They dropped rural electri fication from 
•so to S50. ThoJ dropped fara tenant !roe~ 500 to 
<600. 'l'bey lett Export-Import Bank the sane. And 
they didn't add anything tor reclamation 1n tbe 
Bouae. And the total 1a a billion 950. 

They did add the ! arm •••• 

And they have added tho refinancing of the farm 
mortgagee that the Senate added. 

'l'bat leaves the firet JO&r 1 a program untouched , 
Juet the over- all l imit . 
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If tho LangUage changeS are not so restric t ive as 
to prevent tree administration of the bi ll, I don't 
think that we ' re 1n bad shape 1n tho House . Sto.agall 
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H. Y..Jr: 

Foley: 

Vlhite 1 

Gaston! 

H. l!. Jrt 

Poley: 

H.M. Jrl 
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aaya he ' s got a bill now that no~ 1n tho House 
fro~:~ Alabnma dare vote againat , and he aaya he 
won't have any trouble on the floor with thia 
bill. So 1t he pa.asee the bill the way he ' • 
repor ted it out and we find that there aren't any 
reatriot1vo language chlnaee , I th1nlc we 'll go with 
the bi ll to a fri endly conference, because Byrnes 
and Wagner and Barkley will be the Senate con­
ferees for the ~:~&Jority - maybe Adame , maybe the 
four of t hem- so we 'll have three out or the four 
Democrats Administration supporters , and I tb1nlc 
we 'll be able to fix the bill up pretty much in 
conference, and 1t will be so near the end of the 
session and they'll bo so tired and anxious to 
got away that they'll agree to &nYthina the con­
ferees bring back. I don 1 t think there will be 
a fight on the conference report . 

Well, a billion 950 is still a tidy sum. 

I think ao. 

Wel l as Herbert points out , it takes out from the 
furt~er end, which is not important , because you've 
g~t a year to amplify 1t. 

It's all got to be passed on again next 
the following year, and it will give us 
much to spend 1n the t1rst two years as 
origi nal bill. 

year and 
just as 
the 

When rlll i t get to the floor of the House! 

Well they haven ' t got a rule yet. I ahould th1nlc 
1t w~ld come up on the floor not earller :" 

"·- and not on Wedneeday i f they t e up 
Wednea......- • oda and thoy haven • t disposed 
the Straus bill t "aut I s ea t that they 
or it by Wednosgaybill underuafacuaaion on the 
ought to have t e dnosda And I don't 
f l oor 1n the House 1n r e in {he Houae; might 
thi nk they ' ll take aodaon~r t wo 1n the House , 
not t ake more thak\~ o~ a rule they get. 
depending on the 

's 1n favor or this bill 
Well, one thing

1
- ~:~ _ tbeae fellows can 

going through, 8 through you see, ao the 
leave town 1f 1t goo• ' 

.. 
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'1/hi te: 

H. IJ , J1•1 

ll'hit e : 

!! . !! . Jr: 

Foley : 

',ihito : 

H . . .. Jr: 

?t'hl te: 

H. :.: . Jr: 

White: 

- 4 -

chances of its going throuah fairl y 
see, they're all nailed down here un~r~nthe~au 
get this bill over , ' 

Baldwin called me up and wanted to • • •• 

Baldwin ' s Farm Securit y, 

•• •• hoped that the Tr easury would not oppose the 
refinancing pr ovision on the fa~ mortgages at 
low rates of interest. He s eemed to get the idea 
they would oppoao i t , 

'271 

Let rne t ell the story as I un.loratand it. "Frooty" 
Bi ll calls up ;us pal, Danny Bell - I aeon this 
ian 1 t fr01> Danny - I mean this 1s the way I pick 
i t - a little bit here and there - he wants ua to 
go ahead on the Hi ll and t isht it . Then ...., ask 
Hill to write a letter say!~ that he ' s oppos ed 
to 1t to ~lallace, but ho won t do it , see? So 
v10 d1dn ' t even have a ch.o.nce t o deci de whether 
we we r e for it or against it, because Tte a re very 
me ticulous around here about ! low of authority, 
You see, "Frosty" Bill call1ns up Bell to get us 
to do it wasn ' t official, so I novor hed a chance 
to oay whether I ~ns for or asainot it. 

That ' s not the whole story. The amendment was 
agreed to 1n the Senate, 74 to 0 , eo probably i t 
woul dn't have made much difference , 

Well they reel tb8 t i f the Treasury opposes it , 
i t mlght s ive i t troubl e L~ the Houne , and they 
think that with the t on, the whole bill baa a 
much better chance or passing. 

Harry I •m amazed that you think I ' d ~o alon;; dt~ 
a min~ri ty of ei ght . Forty- two to th1rty·n1n~,­
m18ht be interested. Seventy- two to o1£bt - o 
amazed, Harry. I ' m amazed. 

Yea . 

I 'm i nsulted. 
d take i t up with yo11, but I 

I juot said I woula •tatoment whi ch would lead 
reu~ember you aado ~ 

.. 
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B.:l. Jr t 

~lhite: 

H.l! . Jrl 

"bite s 

Boll: 

H.II,Jr: 

H. !.t.Jra 

Fole71 

Y/hito: 

Boll: 

?olo71 

Boll: 

H. l!,Jrs 

Boll: 

- 5 -

.. to bel ieve that JOU will t 
cause aomebod7 asked JOU 1n ~~e ~~tit, be­
"Supposing aa a consequence or these lo!"~:;tns . 
it induces low rates on other outatandi t' • 
It I remember correctlr, JOU said that ngwoumldorbgagesf 
good thing. e a 

You corrected m;y teet1monr . 

That ' a tbe war i t went 1n. 

I want JOU to know ••• • 

'l'he.n it' a al.l right . 

Ie it a till 1n rour tea t1mo:vt 

I want JOU to know who's running 
hero. You'll {Hanes) find out . 
as good luck as I have . 

th1a bill around 
I bope JOU have 

Vlbat are JOU so.. .. I 1 ll tell b1m, ~ou can sar 
it's whatever war I testified. " I should worr,. 

Got to 8 tick to it. 

If Hanea wants to look up bow I test1t1ed • •• • 

l!&rey , ther're not going to ask us. 'l'be7 put i t 
1n without ask 1ng us • 

He got the news or tho l.mpreeeion a=ewbere that 
we wore act1velJ going up to oppose 1t. I don't 
know where he got i t . 

We'd Uke to - I would. I t h.1nk 1t 1 
• vicious. 

He 111U4t have been talking to DannJ· 

I think it • 8 the worst thing that could be done. 
Ood, it ' • terrible. 

Do you want a conference on 1t f 

It ' • too bad, certainlY• that it ' ~tpu\~.,.;~\~' 
No I don't want a conference on • th 
tb:re is anJ sense 1n having a conference or e 
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u.u.Jra 
Belli 

B .~. Jr1 

Bell i 

H.II, Jrl 

Eo.neBI 

!olcRI 

Belli 

H. I!. Jr l 

Foley I 

H. U. Jrs 

Foley! 

II. I!. Jr l 

Poley: 

219 

- & -

Treasury opening i t a mouth :\:~: -Y you could get'i~o~~; 
it '• settled. 
- wcmld be 

Well, should I worrrt 

litho f ~ don 1 t thinlt you should worrr and 1 don, t 
1nl< you should ao.y anyth~g •• •• ' 

All right . 

• •• , about 1t . 

Ia tbat all right ·with you, Johnt 

Yea . 
Seventy- tour to eight - tbo.t 'a t he answer . 

Yee , that's the answer . 

All right. Now , whore were wet Right with you 

(Foley}. 

Right with me. 
Sam Clark, the new Aaaia t ant Attorney oonero.l in 
obarge of t axes, called up on Saturday and said 
tba t there -• to be a 10eeting 1n tbe Attorney 
General 'a office at 11130 todaY on the Schenck 
case and the Attorney General woul.d l11<e to have 
10e there• '!'ben they called up th1a mornine and 
aaid tbat the Attorney General wanted TllUJ':'Ill' 
Arnold to be present. 'l'b~ wu i ll this r:orninS. 
ao they poa tponed the conference untU 11:30 on 

Wednesday. 
Well, now tbat Ranoa ia back, will you tal\c to 
him about that aort or thing! 

You bet. I thinl< maybe 1t would be a good i de& 
1 f JohnnY went on Wednesday. 

That I - well, I don ' t )<nOW Whether you (Bane•) 

want to . 

&ecauao we probablY• •• • 

• 
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H. II. Jr: 

!.feR: 

H. J!. Jr: 

?cl ey : 

I!enes : 

H.~. Jr : 

Foley: 

H. M. Jr: 

Foley: 

H. ll . Jr: 

Foley: 

P. . ll. Jr: 

Haao : 

H. L! . Jr: 

- 7 -

I •m sti ll here . Well , he can - I don't have 
to &i ve him any advice. 'l'ha t • a up t o h1m 
Wild h oraea woul dn't get me there . Not that 
I•m offering any advi ce . 

In othe r words , you'll get no cri tic i sm t r cm 
the Secretary i t y ou don' t go , 

I think i t wou l d be nice if Clark woul d pay a 
call on Ranee . He never did that to me . 

Well , Johnny, I've invited Sam to have lunch 
with Phi l Vienchel and 1!18 on l"ledneaday . If 
you 1 re free on Wedneeday and 1t Harol d a raves 
1a free on Uednesday , I think i ~ would be nice 
i f you two would co~e . 

I'd l ike to. I lmow him. You knew , he '"'" over 
1n SEC. 

I aay he never call ed on me , but thD.t 'a all r1t;ht . 

Well, woul d you like to aee hl.Jn before ;you l eave? 

Nothi ng new. No , it ' s all right . He shoul d have 
called on me. 

Well, I think i t ' s simply bean an overs1ght on his 
part . I think he •• • • 

As h i e only cli ent . 

llbat else! 

Nothing else. 

oeorget 

I have no thing important. 
ot figures) • 

(Handa Secretary book 

which ;you ' re proba bl ;r 
I have a coupl e more reaoo~s~P that Oklahoma s t amp 
f amiliar w1 th, wby they ae 
p lan. For t hem t o recogni ze ••• • 

I t h ink _ do you mind 
because I've got this 

1t I go around and come hack , 
bank meeting at 11:~0 . 

.. 
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Haaat 

H. !l. Jr t 

Haas : 

H.~. Jr : 

Haas: 

I! . I! .Jrt 

Du.ttiel<l: 

H. U. Jr: 

Dutt1eldt 

H. U. Jr: 

Durti eld t 

B. L!. Jr: 

Dutt1eldt 

H. li. J r: 

Chnwtceys 

H. M. Jr t 

Duttield t 

H. M.Jrr 

281 

- 8 -

I cou1d write a llll>mol'alldum. 

Supposing rou do, And I wiah rou ' d ahow !Jr. Hanes 
rour oatimate on revenue . 

Fino . 

I think he 1d like to s ee that. 

Anythi ng else, George? 

That ' s all I have. 

Gene , I like your necktie . 

Been ashamed to wear t ha t tor a lot ot year a. 
Th&nka, 

Now that you're in the Treasury , you' re getting 
bold, huh? 

That's a li!t of newspaper men you mitht want to 
invite for thi s luncheon. 

F1ne . 

They ' re the people who aro ordinarily he re . Now, 
1t you want to add • • •• 

Well, wUl you invito t hem. And then , the 9 : 30 
group 1s invited for lunch t ot!orrow, pl ua the news­
paper men . 

I have a copy of that . Do you want to keep it? 

Well, will you (Chauncey) tell Dowling •••• 

I'll make arrangements •••• 

Tell him to talk to me a bou t it. I ' m having a 
luncheon _ that's t omorrow - having the newspaper 
men and the 9 : 30 group tor lunch. 

Tbat ' a all. 

While I ' m here - I ,,,. amazed to pickDouplc?:,.~aper 
, _" d oee that Stewart ~c nn 

thia morn-oo an t t e ,_ a half percent. Did 
reduced hia interoa rs v' 

.. 
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Belli 

R. r.!. Jrt 

Bell i 

Whitet 

B. ll . Jr t 

H. t.! , Jrt 

- 9 -
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he let 7ou (Bell) lmowt 

I got 1t. I have a memol'lln4UIII here. 

Mr. Schrlllll called me late Saturday and aa1d that 
he had received from Mr. Jonea in San Franci sco 
a copy - cop1ee or lettera which Jonea had aent 
to the agencies under hie control . One was to 
Stewart asking him to reduce the rate from five 
to tour and a halt, and I underatand that ste ... art 
ia really with Jesse , eo that tho action waa all 
taken on the Coast and announced t o be effective 
tomorrow. Be aleo wrote a letter to Mr. Fahey 
aak1ng him to reduce the Rona Owners rate trom tive 
to tour and a hall. I should aay that there would 
be a great deal of arguoent about that, 1n view ot 
the tight that the Bo::se Owner a Loan has put up on 
the Kill to keep legialation from going through 
reducing that rate , the argument being that the 
apread between what they pay on their llorrowed 
t'unds and whet they get !rom the mortgages rlll 
juet about cover thsir loaaea. 

I aee that McNutt and Eccles claim the credit for 
this and the Japanese thins. 

Oh, reallyt I hadn ' t got that far with the paper. 

That 'a di rectly traceable to your action. You 
ought to get credit for that . 

~ 
That r i ve to tour and a half percent. YouPr re~~r 
that when the program was preaent ed, the l~s en 
raised the issue and he said to aeo ~eDonk • per­
haps postpone it. That was tho t1rst ti:le the 
be.ll a t ar ted to roll . 

than that That'• why 
Well, I can giveehyo~v:o~: hie word that he would 
llcDonsld at lun g t t August and on the 
do i t on or allout th: t~r~t ~ut of th~ l egislat ion. 
atrengtb or ~t ;;: ~~~ 1t would be just a nice 
So tbat 1 a why ou.,... lka to me every other day 
thing to - eee, Je:J~:a have ~aid 1 ometh1ng. llo , 
oa tbe phonei, andk d stewart llcDonald at lunch -
downata1ra •• • 

... 
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Bell: 

White: 

H. JJ . Jr: 

Bell : 

Whi t en 

H, t.!, Jr: 

!Jell: 

E: . ll. Jr: 

Bell : 

I!. II, Jr: 

!!ell : 

- 10 -

were you (Bell ) preaentt 

I was there . 

Waan •t that a eonae o 
with the Pres i dent rx: ~~~~fhyour conversati on 
that! e asked you to do 

He asked me to have i t t k 
The Pr esi dent a sked i f .: .~n~t o r the bill. 
bill on t he plea of lfeDo ld e i t out or tbe 
kill his apr<~n b i na • saying i t would 
do i t on the tlrs us neu , but he ' d be will1ns to 
th~t unless so!e or Augu~t. And he aaid he 
likel y could do 1t ~0::1~\ C8l:le up , he cost 
the f irst ot A t 1 l'Y to d.o it on 
But that's wba~ • T<daan t a definite pledge . 

uappe ne • That ' s wbv I w J t 
a little interested.. !lot hurt JustJint a s us , erested. 

Crowley is als o reducing h1a rate f r om to"- to 
three. ~ 

Spr i ng f ashion. 

Well , t hat' s - you called him and naked him t o 
do that . 

Be ' s doing that right away. 

And would you give lolr, Banes that list ••••. 

Yea . 

••• • thet we had prepared. !Jell made me a study of 
all the interest rates o r the various l ending 
agencies . We 1r e trying to get tbea somewhat uni­
form. There 's no uniformity, and he 1 a following 
tiP - I think you 1 d be very 11111cb i nterea ted 1n 
follow ina through on thst , Johnny. It 's a very 
in t eresting study. We aent a copy to tho head of 
each of these agencies. I mean Jones on his pre­
ferred s tock chargee three and Crowley charged 
tour on what they loaned t he banks . I mean there 's 
jus t no rhyme or reason to 1t. 

Well, Crowley 's rata is o eapi taliaation rate. He 
buys the a sset s of the c l osed or merged bank, and 
if there ' a anything over and above what he - on tbe 
11Q\\id.at1on over and above what be paid. for them, 
then he puts it on hie books lis a capitaliSed. 
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Cibbona : 

Gibbono : 

Caston: 

Gibbons : 

!!. l: . Jr: 

llhite: 

Chauncey: 

H. M. Jrs 

- 11 -

1ntereet charge . So it he gets back more than 
the three percent, that money wi ll be returned 
to the stockholders . 

Well , to be serious a minute , I ' d ten timoe 
rather have the thing done and not get the credit, 
than not have it dono and try to claim it, I •m 
not interested. I mean i t ' s like this - somebody 
writes up tho story tha t 1t waa t•cllutt •s idea to 
eerve notice on Japan to abroeate the t r eaty. 
That wasn ' t - i f he did help , he won ' t be asked a 
second time to help Mr. Hull , 

Anybody listen to the conference they have wi th 
Chicago Universi t y every Sundayt Drew Pearson 
waa on, and he said that the Secr etary of State 
had me de the most dlsal failure 1n the Adminis­
tration - State Department - tba t 1t was Just a 
gr eat fai l ure . He was jua t terrible. 

He did say tha t t 

I want to get a copy of it. 

That ' s t oo bad , 

~84 

Be has a personal feud wit h l·ir , Hull - Dr"'' Pearaon 
has , 

Three persons talk every Sunday - the profeasors 
usually t alk; they turned it over - thi s was 
politics. Just happened to be l1s tenl.ng. I had 
to go out , and I didn't hea r the whole thine, but 
i t was awful . 

Harryt 

Here 's that report on Japan that you asked tor. 
It 'e a very su

4
perfiie;!! ~~i~~~ :~e~e.r~~!:1~n. 

brief memoran um g v~~ ' 
didn ' t put it 1n your afternoon 

You failed - you to l1~"t Saturday moming. 
f ile baske t , so 1 t came """ 
I have it. 

Well, wi ll you give me t hi e 
I go to the White Houae . 

nnd the other thing when 

.. 
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Whiter 

H, l!, Jrt 

Whit er 

H. lo!. Jrt 

V.bi t e 1 

H. lo!,Jrl 

Gibbonar 

H. M. Jrt 

Gibbons 1 

Gaat·on: 

Gi bbons : 

Go.etont 

Gibbonu 

H, J.!,Jrt 

- 12 -

And I have aome informat ion on Pi aher . 

'llhot 

Fieber, 

Piehert 

Herbert mentioned that na=e to yeu - Fisher _ 
When you were talking about Kilo Perkins, 

Ob., 

The only th1ng I have - I understand Collllllbia 
Pictures 1a getting out a moving p i cture, which 
we won 't have a~th1ng t o do with - 1111 daughter 
read about, it 1n the movie a - a story there 
about a drunken aviator . So Herbert and I are 
going to review it, 

Drunken Coast Guard aviatort 

Yea . And when we took it up with them, they 
crune back and sort or begged tho ~ueatlon, said 
the man wasn ' t drunk but h.lo wife left him - he 
had been depressed; it wae a pic ture of bia 
apartment , with evidence there Of hia haVing 
drunk - empty g lasses , all t ha t s ort or thing. 
But I don't know what we can do a bout it , Tle 
refused to have anything to do w1 th it, l'le can 
bring aome pressure after seeing it, i f we want 
to. 

Wet 11 lmow more about it attor we aoe tho p i cture 
tb.ia attomoon. 

It may be all right, don't you knowt 

We tried to stop them trom making it, wouldn't 
give thom a~ coop.eration, but tb.oy went ahead and 

-de it anyway. 

Qliok Sob.warz has juat gotten back from. • • • 

I ab.ould tb.1nl< you ' d wait at least until \'lednesday 
1ng i ture Didn't think you'd start • •• • 

tor a mov P c • 

• 
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Gaston I 

J! , JJ . Jra 

- ~ -

I've got more important thinga to do after 
Wednesday. 

Whoo hool Oh boyl 

All right . Harold? 

Graveaa 8011111 daya ago you asked ms to have ready for you 
before you went away a summary of the r eaulta 
of t he income tax operations ot the Bureau under 
thh decentralized program. 

B. II .Jra Yea. 

Graves! ltr. Du1'f1eld and I have collaborated on that. tie 
have now a statement 1n l:he tol'lll ot a preea release • • •• 

B. L!.Jrt Oh. 

Gr aves; ••• • that covers that ground. 

1! . 1!. Jr1 Well, auppoal.ng what we do - aa l ong a a llr. llanea 
1a here - got a copy tor hilDT 

Duff1eld t I can get s ome. That - my secretary oont that in 
to me a fter I had left the of fice . 

B .~. Jrt Well •• •• 

Duffield; I t haen't gone out, Wr. Secretary; it's ready to 
go. 

B. M: . Jrt 

Duffield I 

B. M.Jrt 

Gravest 

B, !.I, Jra 

Duft ioldl 

H,li, Jra 

Duffield I 

Bow long has this been in the makingT 

What do you meanT 

I mean ho-. long ago d i d I apeak to YC1U about tbia T 

About t en days ago . 

I aee. Well, give a copy to ltr. Banea. 

I will . 

What waa your i deaf 
k you it i t waa aomething JOU 

I waa go1ngitoulaaal• to give a little boost to ; 
wanted part c r • 
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H, M,Jr l 

Duffield I 

u.u.Jr: 

llu!fioldl 

B. !!. Jr: 

Dutt1olds 

B, lt ,Jrs 

Dut!ields 

Graves I 

Duffield: 

H. l!. Jr: 

Be l l: 

H. J.!. Jr s 

Bell: 

H,J.I, Jrs 

Bells 

- H-

i t' eo, I would eusgeet you llliS)lt .. nt1 
your pr"aa conference t hie afternoon, on 

No. Why don't you juat,,,, 

it at 

Otherwiae, it would juat go out in tho routine 
whenever you say it'• all right . 

Well , get it out - wouldn't this go out rrom 
Internal Revenue? 

Ooee out !rom here, 

Wlll anybody print i t t 

Will anybody! 

Yea . 

Oh, I think so. 

(To Hanes) Take a look at it. All right . 

( llodo nothing) • 

Ma:y I ask, before you l oavo tha t, i t 's all right 
to put it out when Mr. Hanas aaya i t 1a 0. K,t 

Well, be and I will decide in tbo noxt rew ainutea 
wha t we ' ll do. Take a look at it. 

Thie is the r1nal subscripti on allotment or tho 
Coraod1t:y Credi t notes . 

Oh. Do I do anythinat 

Just initial i t, that 1 a al l . 

Jere Cooper asked :you to get some qui ck action on 
a new check for a woman - forty dollara . \Vall , 
1t juet can't be done. Have to got some initialed 
papore. And that's explaining it. 

All right . (Signa letter l . 

I have a number or thing• to diacuea w1tb you and 

Mr. Ha.nee . 
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B. rJ.Jrt 

Belli 

Belli 

H, ll . Jr: 

Bell : 

H. U. Jr: 

Sell: 

White : 

li . t . • Jr1 

White : 

H. U. Jr: 

lohlto: 

H, IC, Jr: 

Whi te : 

B. U,Jr: 

White a 

B, loi, Jra 

- 15-

With Hanes and meT 

Yea, I take i t ~ou want to. Take aever.l minutes , 

Two thirty. 

0 . K. , tine. 

And Hanes? 

Yea, s i r. 

Give ~ou halt an hour! 

Tha t 's plenty. That 's all I •ve got, 

MAy I interrup t with one thingT A Sta te Departaent 
man is coming t o see me about the marking - he 
c laims , because you sugges ted that he cOllie to see 
me. lfow, I unclors tood that your ins truetions were 
to lot the thing lie on i ce until you came back, 

No , what happened was that Mr . Hull cal led me up 
on the phone and spoke to me anyway , and SAid, 1n 
view of what he had done in the Far East, coul d 
we go slowly •••• 

The t ' e right. 

, , , . in r egard to the marking ot goods orig in& ting 
in llanehuria. 

'l'ba t IS l'ight. 

In Wanehukuo. I s aid I 1d be glad to look i .nto it, 
i r he ' d have his man see Dr . \'lh1 te. 

I aee . 

He said would I pl ease say to Dl'. T/hite that he, 
lo!r. Hull , was in terested 1n going alowly on that . 

I aee. 
And l sai d l t d t ell him. I have no opi nion on it, 
but Kr Bull is very muoh interested, and when he 
does ,;ke those direct requoata , I like to ecmpl~ 
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1'/h.i te : 

White : 

H .~. Jr : 

llc:t : 

H. U. Jr: 

llerl : 

n. !J . Jr: 

!de!l : 

Gre.vos : 

ii. JJ . Jr: 

Boll: 

il . li. Jr: 

h . .... . Jr: 

Hnnea : 

H. J~ . Jr : 

l£cR: 

-

- 16 - ':89 
wi th him it it 1~ possible. 

I see. 

See? Wb.aU 

0, K. 

I menn I like to eomply wi th him it it i~ possible. 
Be doesn ' t cake manJ. I mean all he said is to 
postpone anything • ••• 

John McCormack wa~ i n to seo ,-ou about the widow 
ot a Congressman up in Boston . 

Yea . 

And he wanted her given a j ob as 11 Deput)" Collector. 

That 's right. Can ,-ou do itf 

or course, they can appoint &nJbody the)" want to as 
Depucy Collector. .. 

McCormack ' s man has just boon nppointed Collector 
here . I shoul d thinlc i t ' s up to him to take it 
up with Hassett, the non Coll eetor. 

Viell, thi s is a - lir. !!eCormack i s Chairmen of the 
Caucus i n the House - Demo ora tic Caucus . 

Does that mean IUlJth1ngf 

(To Graves) That ' s better - smile . 

or course it can be dono. 

Do it. 

l'lhat would 1 ou do with tha t ( inco:te to.x pres s release) , 
Johnny? 

Let it go through. 

Let it go. All rlght , give i t out. 

Th1 1s a l etter to Harr)" White on his trip. It 
• i that one be hea to pay five dollars tor 

!o~o!d~ If ,-ou ~1sn t h is , he doesn't. I recommend 

~·· 
: 
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.. 

WllitOI 

MeR I 

!!, !4, Jr l 

' UcRI 

H. U, J r t 

lie!!: 

'll'hlto: 

Hanes: 

P.t!cll l 

!!. li, Jr t 

- 17 -

:rou lUke h1a pa;r 1t, 

I 111 ahoot :rou tor i t, X.o. 

Still, I think,,,, 

Wh:r ahould he pa;r tivo dollar s tor tno bondt 

lira . Klotz had t o pa:r tivo dollars tor her bond; 
~ shouldn't bet 

On that basis •• • • 

lfo , it's eo!IIII!On practice, '!'bat is , 1t this was -
1t it wae an;rthing but atabilbation fund, he ' d 
have to , and I don't thi nk :rou1d bettor make ~ 
exception. 

29u 

I 'll take 1t away from him in crape; lt 1 a all right . 

Ver;r common practice, isn't it, Harryt 

I lust wanted to do thAt while IW.rr;r was hero , so 
hold know how reticent I was about it. 

And here are some letters that your lad;r wanted 
signed when ;rou get around to it, It'a the 
letters that Irey has prepared in that coordination 
sot- up that he talked to :rou about. 

Ob. r.ell , a tter llr. Bell and llr , Hanes , I'll see 
:rou - I want llr. Ranee to know about that . 

MeR: Yea . 0 . K. 

!!, ll, Jrt 

llclll 

R, LI, Jrl 

Whatt 

I don't tn1nk anyone can object. 

I don't want to do that on the eve or going rlthout 
11r. Banos knowing about it. 
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EO 

SEcrEtary ot St atE, 

Washi ngt on . 

1421, July 31, 7 p .m. 

FOR THE TllEASUllY, 

GRAY 

Paris 

Dattd July 31, 1939 

Rco 1d 5:10p.m. 

Our tElEgr am No. 1410, July 29, l p,m, REynaud's 

radio addrEss displ ayEd thE usual contidtnt optimism 

Whioh is such an important part in bia aucctsatul 

campai gn of popular Education on Frtnob financial and 

toonomio problEms and nEcEssitiEs (•) it has bttn wEll 

r tcEivrd. 

Ht r EviEwEd thE financial and EOonomio ruulta ot 

hia policy, and ExplainEd thE main fraturts of thE moat 

important of thE dEcrEE laws approved by thE Council of 

IUniatcrs earliEr 1n thE day. Again atrua1.ng tht moral 

and matErial rEnaissancE which baa taken place in PrancE 

ht poi ntEd to cErtain s p Ecific indications of financial 

and economic rEcovEry : comparEd with JunE 1938, txports 

during JUnE 1939 had incrEastd 25~ in volumE and 4~ in 

(•) 1 thE valut ot Exports was EQual to thE val.ut of thE 

combined total of ordErs placEd for thE War, Air and 
Bavy 

290-A 

... 
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- 2- il421, JUly 31, 7 p . m. from Pnria 

Navy DEpartmEnts (thus EndEavoring to ahow that improvE• 

mEnt in thE FrEnch Economic s1 tuation was not m• • .rEly con­

finEd to rtarmamtnt aotivitiEs); thE gEnEral indEx of 

pr oducti on had passEd from 83 in OctobEr 1938 to 100 in 

JUnE 1939; thE production of automobilEs waa highEr to­

day than in 1929; construction had incrtaaEd by 56~ 

during thE fir~t half yEar of 1939 compnrEd with thE 

snm= pEri~ or 1938. 

(END SECTIOI! ONE) 

BULLIT1' 

HR :DDM 

(•) ApparEnt omissions 

0 .J 

OI'PI .., \ 

2SO-B 
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JR 

Scorttary of Statc, 

1/nahlngton, 

ORAY 

Pnr1a 

Datcd July 31, 1939 

Rco 1 d 5 r33 p.m. 

1421 , July 31 , 7 p, m, (SECTIOI' T'./0) , 

Turning to the currency he referred to Sociali st 

predi.ctiona 1n Junt l :as t th::t t he rr"no would bt 

htlplt88 bEfore nny 3 trious thr tut Of 11nr :>nd pointed 

out thot in spitt of conti nui ng crisis gold hna not 

oenstd to flow towards Fro.nce and that sinct llarch 31 

last Prance posacas the largest gold stock 1n thc world 

attcr the UnitEd States; during the lnct five days 

" clcvcn tona" h:ld been rEcEivcd, As i ndicatEd h t 

a lso announcEd that the cxchnngt fund hnd just bttn 

ltd to poy over f i ve billion rr:>ncs gold to the Bnnk 

of Prnnc c, 1ncrtaai ng t he nold a~ock of thc lnttcr to 

ni ntty- scvcn bi lli ons . Tht Trt:>sury he said cc~enccd 

the sccond half of thc year under bcttcr corlditi ons than 

the first , with resourcES substantially higher than 

at any tim£ s1ncc January. Since May 1 the thret year 

bonds hnd brought in tivt billion tranoa and th£ 

intcrcat r ate had just bccn reduocd trom 4~ t o 3 ,5~. ThE 
armament 

.. 
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-2- #1421, Julf ;n, 7 p. m. (SECTION TI'IO) trom Pnr1a. 

~rmnmtnt bonds (i ssued on Julr lat) hod produGcd two 

bi llion trnnca i n 25 dnrs . Savings depos i ta lnst month 

cxoccd£d w1tb1rnw~ls bf tivc hundrEd n1ncty- t 1vt millions. 

The H1n1atcr concluded hh dhcourst by cxpla1nill8 Efforts 

1110dt bf the Oovcr~cnt to prevent higher 11v1na costa, 

justif ied the Govcrnmtnt 1s poli cr ot t QXati on and 

explai ned steps taken to 111111t the profi t s of ornament 

suppliers. Vli t h respEct to livi ng coats he assert Ed 

chat whcrcuo thEsE hod gone up 11 o66~ in the first Eight 

months or 1037 and 60 24% i n 1938 they hod risen only 

4 .37~ this year . 

BULLITT 

RR :WWC 

llfC!I i 
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JR 

Sccrct~r1 of State , 

'1nsh1ngton. 

GRAY 

Pnria 

Dcted Ju11 31, 1939 

Rco ' d 5 :35 p.m. 

1421 , July 31, 7 p. m. (SECTIOII THREE) • 

The firs t series or decree laos , twt'lty- stvtn 

i n nanbcr , opprov td by the Counc•l o• ~!nisttrs on 

Jul;r 29 Yltrt I'Ublished i n the Jourtt:\1 Offlo i : l of 

July 30 o Tho~c of dirEct or i nJireot fin~ncicl or 

Economic itnporto.nc E includE: (one) n plnn des i gnEd to 

incr enoc t he b i rth rc.tc which dll probably involVE an 

expenditur e of noout 1450 million francs ~nnuc.lly to 

be obtnined by t:uati on; (two) reorganization of thE 

s1stcm of Tthec.t ~ubs1dits through the 11hcnt ngcncy 

(\:h1ch h~s ob],1gtd the TrEasury t o ndv:mcc to dnte about 

thrcc billion f'roncs mainly thrOU8h the B~nk or ?r"nccl 

by ~ nC\t scheme designed to cur.rantu the st~te ond 

producers from r i sk of loss ; (three) ~pplicotion of 

recommendat ions of the special c~ittcc crc~t Ed on 

May 8 l <tst rtlat1ng to ways and means or l i miting 

profits on armamEnt contracts. Under the plo.n the 

Govcrnmcnt will take all profi t ovtr ten per ccnt;(toarl 

billion to tot a l of five billion frnncs 
increas e by one 

tor 

2~0- E 
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290~ F 

-2- #1421, July 31; 7 P ollio (SECTION TllllEE) from Paris. 

for program of nt\7 rail\7ny nork (ncGteanry for nntionnl 

dtftnat); (tiv£) additional appropri ati on of 1, 245 million 

franca authori~td for thE 1938 budgt t Ghitfly for 

armADtnt; and (six) tranaftr of appropriati ons totaling 

A 
1
500 m1111on frcncs from 1938 apto1nl crmammt budget to 

tht aamt budgt t for 1939 . (END llESSAGE). 

BULL!'rT 

'i''IO : DDH 

CI 'IVIlJ3i1 

1n'\·t11J.CI.'tJ vft'''" •~r 
Y't '- , 

1 
' I ~ 

'N.i\~••"" u ";~f 
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TO 

BubJeot 1 

TREASURY DEPARTMENT 

IHTD O...,C8 COWN UNjc:ATION 

Becretal'T~;;thau 

llr. /f$f. 
Th8 Buaineaa Situati on, 
Week ending July 29 , 1939, 

Qonoluo1ona 

291 
COIIFIDDTUL 

..... July )1, 1939 

(1) So•• further 18proYe .. nt in the baaio aituation ot 
buaineu ill thia oountl'7 occurred during June, a a ahown by a 
r1ae of 1 point in our index ot buio demand t or that 110ntb, 
and a ai•ilar r1ee in our 008PQiite aalea index. Wh1le tbe new 
order a index deol1ned &lightly during the 110nth, it r~n• 
within the pattern or the general upward t rend begun lut :rear, 
and will be atron&J.y reintoroe4 by auto110bUe ateel takinga 
during the early tall. Do .. atio tactora thua in41oate a 
turther budneu reconl'7 during the aeoond halt ot the :rear. 

(2) A etrengthaning in foreign atook prioea and aenaitiYe 
oommodit:r prioee laat week, together with a ah1ft in forei gn 
t rading in our aeouritiea toward a-all net purchaea balanoea, 
may indicate eo•• improYement in aentiaent abroad. 

(J) National income pa}'llenta roaa aomewhat during June, 
reaching an .. ti-ted annual rata or t 65. 7 b1ll1ona. In terme 
ot •real" inoo .. , whioh takea into aooount the inoreaaed pur­
chaa1ng power re.._.lting t rom a deol1ne i n HYing coste, national 
income during the f i r at halt of t h1a year waa oloae to the 
1929 lnal. 

!be general aituation 

'1'he bf.a1c do•eatlc altuation, which to
4

r a ~~~~ :~!~:o:r 
baa pointed toward further reoo•er:r, a howe an -r 

during June. Our 1ndex of baeio demand ( aee Chart ; · .~~he!, 
eeotion) roae 1 point to 103 1n June, wh1oh compare 
rRB index ot 97• 

'l'h1a 1n41oatee that induatrial acu;!~:r o~:!ti:i:~':aiU.Jid, 
eoaewhat t urthar to reach the owrrrni.~ t o oarr:r 1nduatr1al 
Two other intlueno .. , howenr, t1mated deu.nd leYel will 
produot1on at111 higher: (1) buTb•1:: •• aotiYit:r impro•••• until 
doubtl• • • continue to r1ae ae • 

.. 
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eo•• IUJ.a4Ju.t8ent oooura ; aD4 (2) 4eplah4 innllton .. 111ll 
probabl.J be buUt up to a CJ"eahr or leu anent, partioularl:r 
it pl'1ou 1apro..-a • o111ns to tile inoraa .. d innntorJ lanla 
nectuitated b:r a larger '+"olUDt ot 'buaineu. 

Durinc June, the eetiuted baelo dtiiUid tozo eteel, 
aeaeonallJ a4Jueted, ro•• to the higheet le•el ot the :rear. 
The baaio deaan4 tozo autoaob1laa, coal , leather-, .. ate, 
zoatlned petroleuD, rubber, and tenUee alto illproYed o•er 
the lfa1 l t'+"alt, While deolinee were ehown tor ceaent, lWiber, 
and orude petroleu. 
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A 1- point riee 1n our ooapoeite index of tale• for June, 
uaeonallf a4Jueted, ooDfime the increa .. in eeti•ated baalo 
demand. (Bee center eeotion of Chart 1.) Thle indicate• that 
the offtake ot D&Autactured goode, In phJeical Yolume, conttnuee 
eubatant1all:r abo•• the current lenl ot induetrial production. 
Ae in lhe oaet ot baalo deaand, the aalu index wUl doubUeu 
riae further ae buaineae iiiiProne. 

New ordera (lower aectlon of Chart l) declined aligbtl:r 
ln June , owing largalJ to a lower lnel ot ordere tor buUcUng 
material• , but the ooablned index relll&lne eubetantiall:r abon 
the equinlent lenl of induatrial production, and oontinu" 
within tha pattern of the broad upward ao•e•ent initiated 
earl)' 1n l9JI! . 

The new order• i .ndex would be higher l t it took into account 
the large ..-olWIIe of eteel contracted t or b:r the autcmobUe colll­
oaniu but on 'lbioh del'l..-eriee han not )'et been epeoltied, 
&nd whioh therefore la not recorded ae new order•. Thle 
pro'lidu an iaportant potential factor toward ratting the new 
ordere index dul'1ng the thU'd quarter. 

PJ'1cee ao .. !!hat timer 

Some iapro..-e•ent in foralgn aentiaent, ot at l eaet a 
teD~PCr&rJ nature, ia auggeated bJ upturn a in otock pric~i o:t 
the London and Pal'1a exohangea lut week, aooollpanJin&) ~ 
turther galne on the lie• York exchange. (Seer~~! ~. also 
recent hea..-:r foreign eelling of ... ~~:f'an~=~uwere recorded on 
tapered off, and emall net purouate 
.. •eral daY• laet week. 

. f •aft ..-ad eentiment abroad, With the" ind1oat1one 0 - .. ro finer tendeno:r \Ut 
aenllti'+"e oouod1t:r priotl han •ho:ni~duetrial bu:ring in thle 
Chart 3), aided 1n part bJ in~re~•: to lag but turned upward 
oountrJ. Reuter'• index hat •• • • 
at the end of tha week. 
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Ae a oignitioant refieot1on ot the recent improvement in 
demand t or induetri.al Jllllteriala, including materials required 
tor armament programe, the pricee ot theae material• have shown 
a r lalng t endeno1 during the past aeveral weeka, while prioea 
ot tarm produota (and ot tood produota i n general) have turned 
sharply downward. (Bee Chart 4, ) Agrioul tural prices have 
strengthened, however, in the last tew daya . 

Vanutaoturere are making co~itmente tor r aw material 
requirements more treely as a result ot increased current 
ac tivity and g r eater opt11111am over proapeota t or the second 
halt ot the rear, according to trade r eports, end expectations 
ot t lrmer prioea tor raw materials are alao ea1d to have con­
t ributed toward lengthening the peri od ot torward bUJ'i .ng. 
Dun end Bradatreet mention in their current weeklJ business 
reView that 0 SUJ'ing bf consumers i o being t el t almost at once 
b1 wholesalers, e1r.ce r eta11 i nvantor1ea are at low levels and 
ret all trade 18 d1m1n1ah1ng only aU.ghtlJ. • 

"Real• national i ncome near 1929 level 

Nati onal inoome payments in J une, ae estimated by the 
Department ot Collllll8roe, rose to an !lllnual rate ot $65. 7 billions. 
This comparee with a r ate ot t65. 0 bi llions in May, when a 
setback in industrial act ivit1 due largely to the coal strike 
reduced the level ot i ncome payments. In 1929, the peak year, 
nat i onal income payments are estimated a t 178.6 billions. 

The aignitioanoe ot t ho volume ot national income payments 
to the oountry'a well- being, ot oourae , can be meaaured only in 
terms ot tbe goode and serVices they will buy. Com.oodlty price• 
and living coat• have declined aubetantiallJ ainoe 1929, which 
has brought the present level ot • real• national. inoooe much 
nearer the 1929 level than may generallY be reali~ed. 

In Chart 5 we compare national i ncome pa)'l!lents as eat 111ated 
by the Department ot Coct~erce with •real" national income, or 
the equivalent purchasing power ot t beae income pa:r.oents, based 
on the monthl

1 
ooet- ot-11v1ng index ot the National Industrial 

Conterenoe Board. Thle i ndex agree• oloeelJ wi th a similar 
index compiled quarterly by the Depart ment ot Labor. 

It will be noted that •real" national income dur ing the 
tlrat halt ot 1939, aa thus est imated, wa e veey ctlobaa ~0 the 
1929 l b i 

u1 alent to an annual rete o a ou leve , e ng eq v t h th 178 6 billion ugure tor 
$77.2 b1ll1one u compared wi : ; • 81 end • real" 
1929. '1'h.l ourrent h1gb levels ot reel rt ~~ well- lll&1nta1ned 
national i nGo•• doubtlen explaint~:ntfrat halt ot thi• year. 
level ot ooneumer bu,-1ng during ... 
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In oo8par1ng w1 th 1929, it llhould be noted, one iarportant 
qualification haa to be kept in .tnd. !be total population ot 
the United Statee haa inoraaaad ainoe tbat :rear b:r 7.9 per cent , hence the ••• a..ount ot total iDOo .. pa;r.enta now u 1n 1929 would aean a aoaewhat aaaller a..ount per per110n. 

!bt current bue1neu trend 

Tbe IJlaw Yorlt '1'1aea buaineu index t or the week ending 
Julr 22 eagged o . 7 point to 90. }, owing to a wide decline in t he adJuated index of automobile production, and downturn• 
in the indexaa t or eleotrio power product ion, cot ton 11111 
actintf, and 1 all other• oarlo..Unga, 'l'heee were largel:r 
ot taet, howaTe r , b7 a aarlt~ riaa in st eel production. 

For the f ollowing weak (ending Julr 29) the automobile 
index will again decline aoaewhat, ainoe ehutdowne tor change­
over• haTe raduo~ the w"k'a production to llo, 595 unite troa 47,420 unit e the praTioue week. The atteot ot thle on the 
coarpoaita index will be acre than otteet , howenr, b:r a 
furthe r iiiJ)Ortant gain in the 1Mex or eteel pl'OduoUon. Da t a are not :ret a Tailabla on t h e tin ot her ooaponentl ot the index 
tor that week. 
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