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-·- Book Pqa 
J.iric:ulture 

Drougllt• 'lel.laee .-,randum on conference o£ 
regional exeeuti•ea - 8/2/39···••• • ••• •• •• •• •• ••• 206 

Annenberg, lloa 
~ Tax E-rasion 

Anti-~ing (llatchea) 
See Finland 

Appointments end Resignationa 
Lochhead (Archie) resignation and Cochran (H. J.lerle) 

appointment reported on Dow-Jones ticker - 8/8/')9 .. 
Virginia: Heath (James Elliott) , Norfolk, recommended 

by Oovernor Price for Collector of CustoM, Norfolk; 
and Jones (Allan D. ) recommended b7 Oovernor Price 
end R. \\'alton lotoore for Collector of Internal Revenue, 
Richmond, reported on b7 Hanes to FER - 8/22/39 ...... 

a) FIR instructs Hanas to proceed nth 
appointments of Heath .nd Jones - 8/25/39 ••• • ••• 

Argentina 
Argentine Finll'lcial Counselor inquires what United 

States intends to do in financial markets in event of 
outbreak of war- 8/26/39•• ••• ••••••••••••••••••• •••• 

- B -

Bank of America 
Conference on Jones' suggestion that application for new 

capital be considered; present• Ilanes, Upham, 
Wulroney, Foley, and Gaston - 8/ll./39 • ••• •••• •• ••• •• •• 

a) Treasury opposed until Bank of America has made 
satisfactory re~y to Comptroller's letter of 
critici11111 o£ 7/31/39; Jones so in!onDed in 
Loa Angeles 

Banlcing Stody 
IIIIJr and Hanes discuss: IIIIJr thinks only idea is to 

take urtq aa 1111c:h aa possible !roo Treaaury; !lanes 
ottere to talk to Byrnes- 8/l/)9 ••• . • ••••••••• ••••••• 

&sineaa Conditions 
Memorandum on situation !or week ending 8/18/39•••••• •• • 

• " • • " u 8/25/39 •• •• ••••• 

- c -

Cb.ina 
Conference on malaria situation- 0/l/39 • • ••• ••••• •••• ,, 

a) ReS\111111 of situation !rom Uitdatry of foreign 
Affairs, Chungking- 8/7/39·· · ••• •• ••••• •• • •• ••• • • • 

Cb.inaae Ellbaasy aaks State Department !or cooperation 
of United States Oovernment- 8/16/39 • • ,,, , ,,,, , ,,,, , , 

6S 

l81., 314 

401 

2 

150 
;!86 

21 

79,90 

142 

.. 
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- c - (Continued) 

China - (Continued) 
ReSWllll of liang Ching-il'o.i ' s important mission in 

Canton - 9/lS/39•••• •••••••••• • ••••• • • ••••••••••• 
a) Italian agent tells Nicholson that fifty 

Itslien and Corman aviators have joined 
Japanese air force ill Shanshai - 8/19/39 •••• 

Japanese rensw1.ng peace campaign with China ill view 
of Russo-Oerman rapprochODeDt (111cholaon cable) -
8/26/)9 • ...... . . ..... . . .•.................•.....• 

Coast Ouard 
No:nr plane for m.tJr discussed by ll!.!Jr, Hanes, 

Ue.'teynolds, Waesche, Lieutenants D.lrke and 
Bowerman- 8/l/39 •••• •• •• •••• •.. • •• •• •••• • •• .. ..• 

Cochran, H. Merlo 
See Appointments and Resienations 

Colombia 
IIIIJr' a letter to ·::elles regarding possibility of 

financial assistance from Federal Reserve Bank of 
new York after sattlerumt of outstanding debt and 
exchange aatters - 8/1/39 •... .. .... . . . . . ... . .. . .. . 

Hanes' ..-:>ranclum to ?lilt Treasury tex export w1ll be 
sent to Colombia; well q.~allfied to advise on 

Cuba 

subject of depletion and depreciation basis for 
property of foreign oil companies - 8/2/39•• •••• ••• 

a) Fm also informed $50,000 item in Deficiency 
Bill to defray this and sim1lar expenses was 
rejected 

b) Welles so informed, •••• • • . • •• • .• , .• . •..•• •.••• 

FIB asks Hanes to send financial exports to Cuba and 
South America ill accordance with State Department's 

Book Pa;:e 

206 160 

162 

61 

62 

requ.es·t - 8/1./39...... . . . . .... . .. . . ... .. ..... .. ... . 1 
Custo::~~~, Bureau of 

ilexicot 
lleAdoo, \7Ull~r.~ Oibbst Sugge5tod reply by Fm to 

McAdoo concerning Treaaury Decision 49925 providing 
for exemption of :M-OO ***** on articles acquired in 
Uexico by r oturning resident- 8/3/39· ·· · ··· · ··•• •• 67 

a) Gibbons 1 draft of reply to CongresSIJWl Kramer on 
same subject sent to FDR - 8/li/39....... . . . . .. . 101 

b) For protest from entire California delegation 
10/25/39taee Book 219, page 124 

1) Conversation between John&on and Foleyt 
Book 219, page 126 

2) mtJr talka to ~:Book 219, page 135 
3) PreiS conference: !O.IJr aa,ya po5tponed 

until 12/l/39•••••• • • • ••• • • ••• • •• • •••• • • • 204 
4) Kramar tells HUJr of Tom Ford's statements 

10/26/39 tBook 219, page 228 
5) Lea told of postponement untU 12/l/39: 

Book 219, page 230 

.. 
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c 

- D-
Book Pace 

Deuarlc 
lleaorandua or call by llliJr on Daru.ah IUnbter or Finance -

8/11/39 . . ~ .. . ... . ... 0 •• • ••••••••• 0 • 0 •• 0 0 ••• 0 • •••••• 0 • • 206 96 
llcorandua of ca.l.l by llliJr OD Goveroor of' Rational BaDk 

or Denmark- 8/11/39.. .. .... ... . ............. . . ...... 99 
Drought 

See Agri culture 

- 'I' -

Farley, James A. (Postmaster General) 
Ambrose 0 1CoD!lell tells HIUlee Farl ey baa changed his 

plans from SS HARDING t o SS IIJ.NHA:M'ANJ Hanes thinks 
aail should be traosferred also - 8/29/39· ············ 

a ) Basil Harris tells Hanes "if thore is any t ime 
aa11 should be on American ahips, it 1s now• -
8/29/39 . . . ........ ............... 0 .. .. . .. 0 •••••••• 

Fimancing, Government 
9/1£(39: Hanes' res~ ot situation in view of foreign 

a uation - 8/16/J9 ...................... . .......... . 
Finland 

Wood-pulp• Duaping discussed at 9•30 meeting; if injurious 
to Finland, IIMJr asks delay until after he has been there-
8/l/39 0 0 0 0 0 0 0 0 0 o I o o o • 0 o 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 o 0 0 o 0 o 0 0 

Mntchee: Anti-dumping: Minister ot Finland discusses 
situation with Hanes- 8/2/39• •• • ••••••••• • • •• ••• • • • •• • ••• 

Gneton memorandum to HMJr giving reeumd of debt situation -
8/16/39 .. .. . ............. . ............... . ............... . 

List of guests at luncheon and dinner given in HUJr'a honor 
1D Helsink1 - 8/31/J9 .. . .. . . ..................... ............ •. 

l"r1111ce 
See War Conditioos 

- G -

Gel'IIIIJIY 
U.S.S.R.-German Hegotia tionm See U. S. S. R. 

Gold 

465 

136 

5 

59 

130 

541. 

See also War Conditions: Great Bri tain - Stabilization 
FDR'a memorandum concerning friend's statement that 

t otalitarian s t ates have been strengthened by 
United Stat es purchases or gold _. .. ,. - 8/5/39.... . ..... 74 

JepiUll RIUles' memorandum to FDR concerning cessation of 
purchase of gold- B/11/39 ···••• • • • •• • • • •• • •• • •········•• 119 

Government Bond Market 
See War Conditions• United States 

Great Britain 
See War Conditione 

-

• 
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-B-
Book Pace 

·Heath, J ... a Elliott 
See .lppoiDtaente and Beaign.ationa 

JepaA 
See ChiD& 

• Gold 
Jones , .lllaD D. 

- J-

See J.ppoiDtaente and Beaign.ationa 

- 1-

IO.aus, Samuel 
See Tax !vaeion 1 J.Dnenberg, lloe 

- L -
Legislative Prograa (Treasury) 

Foley rea~ at and ot 76th Congreaa tirst eeasion -

8~39····· · · ·· · · · ··· · · · ························ · · 
Loohhead, J.rohia 

See J.ppoiDtaents and Resignations 

- II -

Mail , Onited statee 
See liar Conditione~ United States Mail 

~cAdoo, llilliam Gibbe 
See Customs, Bureau 0!1 lle:rleo - $100 ueaption onl;r 

allowed 1mder new Treasury Deoilion 49925 - 8/J/39 •• 
lle:rleo 

See Cuat .. e, Bureau of 

-I-

lational liar Reaoureea Board 
See liar Cond.1t1ona1 Uni\ed states 

llether land a , The 

206 

llaADheU..r, r. (llenaf!inll Direct or ot private llendelaaohD B&Dit) 1 
Death reported- 8{11/)9 ••••• ••••• •• ••••. ••. •••••••••••••••• 

leutrt.lity 
Sea 1l&r Cond.1tiona1 Onited statu 

I n Z.•lend 1 DoainiOD ot 
Walter lash (ll.iDiater ot FiDance) rea• ot diacuasiona 

between IIIIJr, Ranee, and b.iaaelt 1D coDDection with 
trade balances, etcetera- 8/9/39• •••• • •• • • ••••••••••••••• 

P•n•••nian Regietr.y 
See liar Cond1t1ooa 

- p-

103 

.. 

67 

12.2A 1 122F 1 

12201 128J. 1 144J. 

86 
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Scandinarla 
See War Condit ioae 

Ship lloveaenta 
See War Condi tiona 

Siaa 

- s -

Ranteohler telle Ranee or Sta.' a wiab t o ear.aark gold 

Book Page 

with Federal ReaerTa Bank or Wew York- 8/31/39.. . .. 206 532 
Silver 

Director or llint authori&ecl t o u.ae silver bul.llon to 
extent neceaaary t o Met coinage need a - 8/'J0/39.. • • 527 

a) PDR'a anthuaiaatlc approY&l. ......... . ......... 526 
South Aaerica 

l'DR aaka Ranee to aeDd flnanclal experts to Cuba and 
South ·Amerlca in accordance with state Department's 
request - 8/l/39.. .. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 1 

a) Hanaa' llPOrandwo t o PDR: Treasury tax expert 
will be aant t o Coloabia; well quaillied to 
adYiaa on aubjact of depleti on and depreciation 
baaia for property of f oreign oil c011peniea -
8/2/)9. • • • • • • • • • . • • • • • • • • • • • • • • • • • • • . • • • • • • • • • • 61 

l) l'DR also inforaecl $50, 000 itea in 
Deficiency Bill to detray this and 
similar expenses was rejected 

2) Welles ao in!ormed.. .. .. . . . .. . . . .... . .. . .. 62 

- T -
Tax Evaaion 

Annanberg, lloe1 
I.ndicted in Chicago, charged with evasion of taxes 

frOID 1932 to 1936 inolusiveJ Walter R. Annenherg, 
Arnold w. Kruse, and Joseph E. Haf'ner also included -
8/ll/39 •• •••••.. • •••••••••.•••••••••..•..•.••... 0.... 95 

Runea cOngratulates Campbell, Irey , and Attorney General -
8/11./39. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • • • • • • • • • • • 123 

a) Caapbell 1 a rep~- 8/ 16/39•• • •••• • ••• ••• ••• • •••••• 144 
ltle.us, Samuel• CUpbell praises services highly -

8/31/39. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • • • • 522 
Treneamerioa 

See Bank of Aaerica 

- 0-
o.s.s.a. 

Ceraan-U.S.S.R. negotiations "in purely preliainary stage 
altho\l&h th.,. have been in progress a aonth" - ao Barbarin, 
head of Rus sian delegation, insists to Aaericen ~aeay, 
Berlin- 8/ 2/39••••••• • ••• • •• ••• •• •••····················· 66-B 

Aaeri cen n.baaay , lloscow, reporte on signing of Cerwut-O. S.S.R. 
oommerclal credit agreement- 8/21/39·· · ·· · · · · ·· ············ 164,174-A 

a) Pari1 reaction reported - 8/ 22/39 • ••••••••••.••••••••• • 176-A 

- v-
Vacation• lii&Jr 

See Jar Coaditlonu Onlted states 
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- V - (Continued) 

v-zuela 
Govel"'\Mnt inquires ot Welles, who inquires ot Ranee, 

whether iOld earurlced with Federal Reserve Bank 
(approxl.Jiatal.y 16 aUli011) 1a free tor export under 
any and ell conditione: Ranes' answer - 8/1S/J9 ••• • 

Viner, Jacob 
Viner in Bergen, ID&Jr asks Treasury for his address -

8/2')/39 •. •. . . . .. . .. • . . .. . •. . • .... . ..... ... . . . . .. . . . 

_,_ 
War Condi ti ODS 

Federal Reserve Syst•• Eccles sends !!&Des copy ot 
salt-explanatory letter and confidential :oeoaorandua 
addressed to Attorney General explaining means 
available througb the System to protect the public 
interest in event ot European war- 8/30/39 •. • •• • •• 

Fl-ancea Gold remova.l from Bank of hence reported on 
by American Embassy, Paris- 8/J0/39•• • •••••·•••••• 

Genaan-u . s . s .R. Co•ercial Credit Agree~~~ent: 
Aaeriean Ellbaaay, lloacOIJ, reports on signing of -

8/21/39 .. ....... . .. . ... . .. . .. . .. . .......... . . . .. . 
a) Paris reaction reported- 8/ 22/)9 • • • • • • • •••• 

Great Briteina 
Collin a' •morandua on visit ot Lord RiYerdele and 

Sir Owom Cballcley to Procurement Division - 8/2/)9 •• 
a) Ranea' memorandum on Treasury cell - 8/3/39 .. . . 

Exchange market reaum• in view of threatening war -

Book Paae 

206 128 

344 

518 

521-A,D 

164,174-A 
176-A 

63 
70 .. 

8/10/39 .• ......•.....•. . ...• . ... • •...•..•........... 

a) Proposed Gerun-Russian truty dieouseed - 8/22/39 •• 
stabilization: Gold resources ga lnlng rapidly; therefore 

92, 139,146, 
167,175,177, 
178,293, 319, 470 
175 

Britieh will let sterling depreciate beginning August 25th 
a) Hanes &D4 Lochhead diseuse ••••••••••.••.• • .•.• • • • ••• )07 
b) Ranee and Feia discuss •••••••••••••••••••••• • ••••••• 311 
c) 1'Dfl iD.fo~ed... ............... .............. ........ 315 
d) Butterworth t&lks to Ranee a a United States 

market opens- 9 :30 A.u., 8/25/39·· · · · ············ · 320 
e) Kennedy asks Hanes to consult with hilll before 

any deoiaion is made- 8/25/39• • ••• • • • ••••••••••••• • 329, 332 
f) Geston explains situation to ID&Jr - 8/25/39......... 337 
g) Butterworth and Lochhead diaousa ststeaent that 

Tripartite 1e still in existence and Unit«! Stetee 
does oat consider this competi tive devaluati oo -
8/25/39............. .... .................. .......... JS2 

Eaergency Powers Act passed - reported on by Ameri can Eabaasy, 
London- 8/26/39··· ······ •••••••••• • •••••• • •• • ••••••••• 411-l 

Foreign securities ordered registered by Bri tish residents -
8/27/39.... . .. . ....... . .................... . ..... . . . .. .. 426-A, 

London stock Exchange will close tomorrow, September 1st, 
indefinitely; reason - evacuation or women and children 
from ten pointe a Chief of Naval Intelligence tells Ranee 
this ••ease baa been received t~ Dietriot Intelligence 
Officer, Mew York- 8/Jl/39···•••••••• • • • •••••••••• • ••• • S3S 
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War Conditions - (Conti.m:led) 
llwtrality: 

- w - (Continued)· 

Serle, !or Interdepart.Mntal C~ttee, tranami ta 

Book 

to llmes c<T.Ilpl.ete set ot doCUIICDts relating to 
neutral.it,- and IIPProTed by Co.S.ttee - 8/28/39... 206 

Panamanian Registry: llessage intercepted by Coast 
Ouard !rom Oermtm Nordda1ch station supporting 
report that approximatel7 thirty-five Oermm 
veasala are under Panamanian regiotr,-, cOIIUollllded 
by Oerman o!ficers and lll&Med by German crewe -
8/28/39 • ••• ••••••••••••••• ••• •• •••• •••• • •• •••• •• •• • 

Scandinavia: Hl!Jr tells Hanes headlo! !our Central. 
Banks will •et secretly 1n Stockholm August Z7; 
ney IIUch 110rried about their relationship to 
British pound •• • • • • • ••• •• ••• •• • • • • • ••••• • •••••••••• 

a) Bank o! Nonrq announeoo Norwegian pound no 
· longer 11nlced to pound sterling; dollar rate 
~ at 4 . 40 - 8/29/39••••••• • •• • • ••• • •• • • •• • 

Butterworth reports on cutting loose of Swedish 
currency tram sterling- 8/29/39•••••• •• • •• • • • •• • 

Ship J-OVeaentsl 

See al.so War Conditions: Panamanian Regist17 
Cout Ouard reports on DOVaents of Oerms>, Italian, 

and Japanese shipe- 8/28/39••••••••• •••••• •••• • •• 

United States: 

44S 

ltl7 

468 

474 

447,448, 449 
4S0, 4Sl, SO? .. 

Vessels belonging to belligerent powers 1a United 
States portal Hanes advises FDR aa to possible 
action - 8/8/39····· · •• • ••• • ••••••••••••• • ••• • • • •• 80 

Treasury asked to head in!ormal cOIIIIld. ttee o! Federal. 
Reserve, State, and Justice (later poasibl.7 
Secaritiea and Exchange Comad.uion and Cocnerce) 
to study and complete plans !or control O"t"er 
tr8nsactions in !oreign exchange, tr8nsfera o! 
credit, export o! coins and currenc,-, sale o! 
securities in Aaerican aarket by foreign holders, 
etcetera - 8/17/39••••••• • • •••••• •• ••• • • •• • •• •• 145 

Hanes• -ranci1JII on second conference in o!!ice 
ot lielles1 (1) peraoMel o! main Interdepartmental 
CollllllitteeJ (2) Fin8ncial At!airs Su~ttee 
arranges tor first !1180tiDgJ (3) Aviation Colllllli ttee 
arranges tor !irst meeting - 8/22/39........... . .. 180 

lleasurea to protect Tarious markets in event of war 
1n !Wrope1 

First conteranceJ present: Ilanas, Oaaton, Bell, 
Cairns, Olaaser, Feis (State), Townsend, (Justice) 1 

Tbomaa (Federal Reserve) 10 A. 11., - 8/ZJ/39...... 182 
Second con!ereneeJ present1 Henes, Bell, Ol.aaser, 

Thomas, Parr,-, Loon l!endorson, Oreen, and Feis -
3 P. M. , 8/23/39••• ••••••••••••• • •• •• • • •••• • •• • ••• 223 

) 
_.. .._ .. 

a Racomrnend• tiona appro~~ · ·• • • •• • • • ·· · · ··· ·· ~ 

'!'hL"'d con!erenee - lOt SO A,J,, , 8/24/39 .... .. .. .. .. • 260 
a) R88Ul:llf o! London-Parie4'1'ashizl&ton arraneements 

made during Uarcb and April. .. ... ... ... ... .... 282 

Regraded Unclassified



War Conditions - Continued) 
United States - (Continued) 1 

- 'I - ( Cont.imuw!) 
Book 

Glasser _,.,randu•u "United Statea action taken 1n 
field of foreign exchange dur1118 ~>te Great War• -
8/23/)9.... ... ... ....... ..... ........ .......... .. 206 

m.IJr Cld Hanas ta1k by telephone concerning HIIJr' e 
return b.r plane, etcetera- 8/24/39 ••••••••••••• 

Ships suspected or carrying armaments will not be 
given c1earance papers until complete search 
hae been mades Fm• s instructions to 'l'reall\llY -
B/25/39 •• • •• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

a) All Collectors of Customa t o be notified •••• 
1) Attorney General approves instructions -

B/26/39••••• • • •• • •••••••• • • •• •• •• ••• ••• 
b) SS llillf YORKs Hanes tells IW-n1ng Fill does 

not wisb it to go out - 6/25/39 • ••••• •• • • • • • 
c) FIE told Collectors of Cuetou are under 

Coaaerce Departlllent with respoot to clearance 
of n ssel.e and so letter hae beon sent to 
Co~ce- 8/28/39• • ••• ••• • • • •• •• ••• ••• • • •• • • 

d) SS ~~~ FllR tells Henes t o instruct 
Custoc.s to use plenty of time 1n exploration 
for offensive armaments- 8/28/39 • ••••• •••••• 

1) Durning tells Ilanes in order to maintain 
semblance of consistency he will have to 
hold up NORI.IANDIE end AQJITANIA also -
8/29/39 ••.. •. . . . . ..•...•. • •..... .... • .• • 

a) FDR informed • • ••• • •• • • • • • •••••••••• 
2) Hanes discusses situation with Feie ••••• 
3) Signing on SS BRB!iEJI ae mmabers of crew 

of about thirty tecbn1ca1 11811 and 
physicians, preSUD&~ ell Allerlcan 
citizens, discussed by He~es with Field 
Service, Department of Labor - 8/2$/39 •• 

e) Welles tells H8lles to use oare that wording 
"offensive ~ts• 1s used; this 1n 
connection with confidentia1 information that 
British Government is 8.1"Cd.nc eooe of its 
merchant ebipe defensively - 8/28/39 •••••••••• 

1) Attorney Oenera1' s opinion - 8/29/39 ••• •• 
f) Los Angel es: Collector of Cuatoos William Jennings 

Bryan, Jr., lll&kas certain inquiries with regard 
to Jep111ese vessels, et cetera, coming in throu£11 
Loa Angeles harbor - B/30/39·· • • • • • •• • ••••• • • • •• •• 

g) Coast Guard authorizes clearance of a1l boats ••••• 
National \tar Resources Board• Harol4 lWulton ( Brookings 

InstUution and a~ of the Board) gins Treawr;r 
res-1M of progrAl:l 1n procees of f onaation at recpest of 
Stettiniua- 8/25/39••••••• •• • • • • • •• • • • •••••••••• • •• • •• 

257, 4U7 

2$5 

316, 317 
318 

11)6 • 

356,400,482 

478,490, 501 
.50.5,506 
49.5 
481 

486, 491, 492 

458 
47.5 

516 
530 

398 
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- w - (Continued) 

Book ~ 

War Conditione - {Contillued) 
United States - (Continued )I 

GoYernment Bond llarloet: 
Ilanes g!. ves FDR complete resum6 .toll~ cri tiei11111 

by Securities and Exchange Colllllission - 8/25/39.... 206 
a) Discussion w1 th Federal Reserve Board ••••••• •• 
b) Discussion with Harrieon • •• •••••• •••• •• •••• • •• 

Eccles, w1. th whole Board listenina, advises Harrison 
to support marknt "if anything happena"; Harrison 
tells Hanes he di!.tera because he cannot go in 
Wltil he i'1nda out where the lovel is J Hanes suggests 
that perhaps Eccles has talked to Fm - 8/31/39· · .... 

a) Hanes and Raneom die cuss this conversation • • • • •• 
Reew:'ltf - 1:45 P.l!. , 8/'Jl/ 39 • •• • ••. • • • • • • • • • •••• •• • • • •• 

llemorandum. to l"'B containin& ree-Ddations eonee~ 
(1) .torei gn axehange J ( 2) control o.t .... aaels in 
territorial watere ot United States and o.t ahipoents 
or arms - 8/28/)9 •••• • • • ••••• •• • • • • •••••••••• •••••••••• 

United States llail: Ambrose O' Connell ( Second .lasistant 
Postmaster General) tells Banee Farley baa ehqed hie 
plans !rom SS HARDING to SS IWiHATl'AN; Hanes th1nka 
mail should be trana.terred also - 8/29/39 ............ . 

a) Bull Harris tells Banes "if there is any time 
mail should be on Ameri can ships, it is now" -
8/29/39 • •••• • •••••• ••••••• ••••• • . ••• • ••••••••.•••• 

Vacation - lllo!Jr : See War Conditione - United States 
War Resources Board, National 

See War Conditiona: United Sto.tes 
Wood-pulp 
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GROUP &IEETINO Auguat 1 , 19:59. 
9::50 A. )(, 

Present : 

H. :l. Jrs 

Hanes : 

H. I4. Jr: 

Hanes : 

Hanes : 

H. M. Jr: 

Hanes : 

llr. Banll8 
!.lr . Gaa ton 
Mr. Foley 
Mr. McReynolds 
Mr. Bell 
Mr. Gibbons 
Nll'. Du!'field 
Mr. Graves 
Mr. White 
J.tr. Haas 
Mi ss Chauncey 

(To Banea) I t!Unk this comes under the bead or 
new business (banding Hanea a memorandum) , 

(On phone) I'll talk to George Harrison a litt le 
later, But remind me. I 1ll talk to him. 

TlUnk we ought to do anything! I don 1 t ltant to 
get in on it. 

I agree with the sentiment expressed here . I 
don ' t know if we ought to do it or not, 

Turn it over to ••• • 

I can go up there and talk to him if you want me 
to , Jinmly Byrnes called 1110 up. I'll find out what 
he 1 s got on his mind. 

Jinmly Byrnes . lihy don't you do that? I thi nk that 
would be the beat. 

(Several words spoken too low to be unde rstood) I ' m 
oppoaed to it . 

I kept saying, i f they do i t , we'll cooperate , but 
I think it' s a silly p i ece of business . This is 
this banking study. The whole thing is just a 
study of what they can t ake away from the Treasury, 
that ' s all . 

Sure that ' s all. There ' s no uae insti gating i t . 

Well, 1t you coul.d talk to Jimmy Byrnes, I think 
i t would be nics. 

2 
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Banos : 

H. !4 . Jr: 

Ho.nos : 

H. :4. Jr: 

Hanes: 

H. U. Jr: 

IIanes : 

Hanes : 

Duffield: 

Ho.nos: 

.Duffield: 

H. !J . Jr: 

Hanes : 

H. !&. Jr: 

Gaston : 

ll . M. Jr : 

- 2 -

I 111 be gl ad to, yes. 

Thought if you could get away with it •••• 

Is anybody else on the Committee? Is Jimmy Byrnes 
the • ••• 

No. Woul d you t alk to Crowley, too? Maybe Crowley 
ean. • • • 

Yes. 

Yes . 

Supposing you - will you handle it? Do you want 
tha t to remind you? 

I 1d better have tha t . 

Crowley's trying to g et it stuck 
It 's h is hope i t will never come 
mit tee . 

Leo? 

Yes . 

Well , Hanes will ho.ndle this. 

in that Committee . 
out or that Com-

I 111 get a copy and I'll give this back to you . 

I •d like you in a t 10:15. I •ve got the Chinese 
coadng in. I got this memorandum from Parran. 
I want to sew that up. Ten fi f t een. 

Herbert? 

No, I haven ' t anything. 
our new bonds under tho 
taxation. Mi ght make a 
t i on with the issue . 

I noti ce t hey put - mo.ke 
Senate bill subject to 
litt le problem in connec-

Well, I called up Senator Barkley l ast night on 
the phone t o thank h1m for everything he 1 s done , 
and he said he was sorry about - that they made 

3 
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Gao ton: 

H. !.: . Jr: 

l.lnston: 

Gaston: 

H, M, Jr: 

White : 

H. :~ . Jr : 

Ga ston: 

H . ~ . Jr : 

Hanes : 

- :5 -

these bonds taxable, because i t was entirely the 
President ' s fault , tho way ho had handled t h i s 
thine at his press conference, and the President 
had nobody but himself to blame , And I was sur­
prised to hear Barkley be so positive , 

Thnt ' s t he truth, of course. 

\'.hat? 

That ' s the truth, of course , 

No~ , I understand - I think I •m right - I don' t 
know where Foley is - I think he I s eoing to try 
to handle it in the House , But Barkley was sur­
prisL~ly - he was really quite bitter about it . 

V:hat I v:as thinking about - i f that sticks, we may 
have t o take some unusual steps in the way or 
publicity and advertising of t he first offering 
when we put it out , 

I 1m waiting f or Poley (on phone) . - - I"IJ'la t? - -
Oh, all riGht• 

Well, we 1 ve been talkint,; tba t point over and wanted 
to rais e that issue , The House Conmittee changed 
that "not :nore than hal f percent" t o "not less than 
balf percent" and • ••• 

Let ' s wait until Poley coMes , because be ' s talking, 
she says , to Steagall right now, Let's wait , huh? 

Yes , The point is , it seems to me, that not only 
t he i dea of putting out the issue but the fact that 
i t will furnish a c r iterion, a test; i f it shouldn't 
go too well, i f the spread shoul d be too great, it 
will hurt us terribly on the problem of r emoving of 
exemptions . I f VJO should f ind a quarter of a point 
spread there , we mny have to t ake s teps to prevent 
i t , 

\"/ell, l et 1 s wait until Ed comes in. He ' s my "self­
liqui dator," 

Be a funny thinB to lmve some Govei'l'U:!ent bonds out­
standing, non- taxable , and some taxable . 

I~ 
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H.ll. Jr: 

Hanes : 

Gaston: 

Bell: 

Baa a : 

Bell : 

Banes : 

Whi te : 

White : 

B. U. Jr: 

Onstona 

H. M.Jr : 

Gaston: 

- 4 -

Yea. I think it's silly. 

I think so, too, but I don't think it will ever 
get by the House. 

I sug~est if it sticks we might want to use Jim 
Bryan s list and use some widespread a dvertising 
of t he securi t ies to t ry to bring the - get some 
good distri bution at a low rate . 

Well •••• 

In the first i ssues , it will probably be for a 
short term, low rate . 

Be money ma.rket iasuoa . 

Won 't make much difference on short term. 

I don 1 t think it will make much difference in the 
pricing, but i t will make some difference in 
keeping the t hing straight in the market. Be an 
awful nuisance , headache . 

I think it's undesi rabl e , but 
important, particularly i f we 
for it, which I think we ought 

Whe. t 1s it! 

I don ' t thi nk i t ' s 
can get something 
t o try to do. 

I think we oUght to - I waa going to raise that 
issue, of swapping that for something worse that 
they have . 

Let ' s wai t . 

Her bert, any other good i deas? 

No. I suppose on this question that Harry brought 
up the other day, of injury on wood pulp - we may 
have to do something on that matter. 

Well , if it' s injur ious t o Finland, wait until 
after I 1ve been there . 

Well , i t 's coming along. 

Regraded Unclassified



White : 

Gaston : 

B. M. Jr: 

Bell: 

H. !A. Jr: 

\'Illite: 
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White: 

H. M. Jr: 
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Gaston: 

Gibbons : 

White : 

H. M. Jr: 
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No, it isn't yet. 

The point is • • •• 

It would be ju.st like the Treasury - ju.st as I 
stepped off the boat - saw off wood pulp. 

Juat as you sit down at tho table . 

What pale , what pals . 

Let me say something on that that will assure you. 

The evi dence so far indicates there is a ducp1ng 
from Bri tish Columbia and Germany. 

That ' s right. Now, the question - we first have 
to find a dumping price from tho Scandinavian 
countries bo~ore this i .njury will apply. \Vo have 
not yet found a.n:y dumping price. 

Isn't that what I •m going there f or? 

You can make that one of your investigations , but 
you 'll have a hurdle over hero . Johnson has quito 
a strong cultural tie with tho Scandinavian countries. 
He has to find the dumping price • 

That Scotchman? 

HuM 
4 

That Scotchman? No, but the more leaking out of 
the information about extra bonds on the other 
countries is goi ng to hurt tho Finnish. 

It will take another yoar to find out whether there 
1s dumping 1n any of these countri es . 

They doubtless will raise the question with you -
somebody 1n the Scandinavian countries, because 
pulp oxporte are important. You can assure them. 

I 'll do just as I did when I arrived 1n Paris . 
I was travelinp: with a tennis racket and no 
exports . ThatTs what I told them. 

6 
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l'lh1 te : 

H. !A. Jr: 

tillit e : 

Gaston: 

H. M. Jr: 
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Gaston: 

H. M.. Jr: 

Duffield: 

H . !.~ . Jr: 

Ga ston: 

Duffield : 

B. Ll . Jr: 

Duf1'1eld: 
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And batted the boll around. 

So that's what I t old them in Paris, that I left 
all t he experts home . 

Except that they know the. t t he Treasury - thh 
is dumped right 1n the Treasury ' s lap, so • •• • 

We are getting a number of letters now applauding 
the obrogation of tho troaty with J apan, but 
demandi ng to imOYI why we don 1 t stop buying gold 
and silver from Japan. 

Well, I gave a - you know the answer; I eave i t to 
you, gave it to the boys for background in t he 
press. i/e sta.nd ready to buy all gold at thirty­
f ive dollars an ounce until further notice . And 
barring, I told the:n, a war - world >~ar with a 
count ry or s oinl:; to war w1 th a country, wo will 
continue to buy gold. That ' s o monetary mat ter, 
no t o foreign poli cy matter. I think i t 1 s im­
portant to koop dinn1n~ t hat in, too , that we 
don't mix our gol d and our politics . 

Particularl y since i t wouldn ' t do them any harm 
i f you stopped buying i t . ~bey'd jus t sell the 
gold el sewh ere . 

Yes , yes . But it ' s interestins that that comes 
up. 

Gene? 

One t ime •••. 

You got anything else , Herbert? 

No, I haven 't . 

One time you sai d you ' d like to see things on t his 
Greenlee - stori es on t hi s Greenlee f i ght. Do you 
want to s ee them? 

No, fro:n now on, my - !Jr . Hones would like to seo 
them. · 

Did you see t he Ki plinger t ax let ter on 102? 

7 
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B. lii . Jr: 

Duffield: 

B. II . Jr: 

Duffield: 

H. I4 . Jr: 

Duff ield: 

San.ea: 

B. !J . Jr: 

Duf field : 

Gaston: 

Duffield: 

H. J4. Jr: 

Duffiel d : 
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no. 

It ' s pretty good. 

Good! They liked it? 

I moan they don ' t take any swings a t us for per­
secuting business . 

Good. I was amused at Nelson in the new York Times -
God, if that fellow ever writes anything nice about 
wha t we do in the Treasury, I 1d just pass out. 

Right on the front page they start off • • •• 

Did Nelson criticize 102? 

This ruling, yea . This was wrong - about three 
different things wrong wi th it . I almost sat 
down and wrote h1m a l etter - "lliy dear !4r. Uelson: 
As a Government employee , what do you thirut I'm 
hired to do, loolc after - collect revenue, or not , 
and carry out the law?" But I didn ' t . He 1 s 
treasurer of the Now York Times, I think, or audi ­
tor. 

(After f;;:ncing at Kiplinger letter) Vlho talked 
to Kipl er? 

Mr. Gaston and I . 

V~t do you want to tell on me for? 

So sorry - just I . 

Well , if I read t his , I would understand what it' s 
all about, so I ' d better not read it. 

At some ta.e somebody mentioned that you might want 
to Make public your letter to Matthew Woll. I don't 
see any reason to unless you want to. 

H. U.Jr: No . 

Did you (Graves) tal k to Kiplinger? 

Q Graves : No. 
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Duffield: 

Haas : 

Wh.1te : 

H. !d . Jr: 

l'lhlte : 

li. :J. Jr: 

Vihite : 

Whi. te : 

H . ~. Jr : 

Vlhite : 

s . :A! . Jr: 

!!aas: 

Fol ey: 
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That ' s all I have . 

George? 

I have nothing thi.s morning, lolr . Secretary. 

Ballantine , State Department , 1n charge of Par East, 
was in to speak of that problem with respect to 
marking, and we are reconsidering it. The only 
thi ng of interest he said was that they didn ' t want 
to do anything a t this stage of the game which might 
annoy the Japanese, because they might retaliate . 
That ' s that , We 're not going to do anything until 
you come back on that - just on tha t •••• 

Harry , I 1 ve told - sent word to George - his business 
review of the week - I want him to have i t r eady 
Saturday noon and have it go on the Clipper for me . 
Just the business review - have 1t 1n there . You 
want to put a page on movement of capital or some­
thinG like that - you seo? 

Yes . 

Not the one that I usually get, but • ••• 

A aummary. 

But anythi.ll6 that ' s outstandins in the 1'orei gn 
field - one page . IThat? 

0. K. 

Or t wo pages , George tal<es about six. 

o. K. 

Incidentally, that report t h is week I thought was 
very i nteresting. 

Thank you, 

(Fol ey comes in) 

I was talki ng to Steagall . 1 1m sorry. 

9 
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H. M. Jr: 

?oley: 
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I !mow. I checked up on you. We 're all sitting 
here a-quiver, waiting for you to tell us what 's 
what on your bill. 

Steagall called up - I mean Sabath called up last 
night and said be wanted the people that came down 
to the Rul e s Commit tee room with you to come down 
a t half past ten this morning, because be has to 
defend the rule on the floor and be has to ge t aome 
material. So that, I suppose, will be Dan and Doc 
(White ) and myself. 

Steagnll asked a lot of questions . We 're going to 
get him sooe material. He ' s going to bring it up 
today. He can 1 t pass it t oday. lie says i t will 
have to go over until tomorrow, because there will 
be six hours and he won ' t be able ' to get through 
today . 

H. IA. Jr : Oh. 

Foley: 

V•bite : 

Foley: 

H, :t. Jr: 

Fol ey : 

He snys i t i sn ' t going to be easy, but he thinks 
that that provision i n r egard to r efinancing f arm 
mortgages , that Dan is oppos ed to, is going to 
pull the bill through. 

Dan i sn 1 t opposed to 1t an:r more. 

If i t 11•a sn ' t i n ther e , he says , he couldn 1 t get 
t he bill through. 

I really think the way this bill is handled - I 
really get a great kick out of t his bill . Here 
we go alofll:l and we deci de nll these t h i ngs and 
what we decide usually happens , and we don' t say, 
"Pl ense " to nnybod~, or how, a.nd nobody says to 
ue "Thank you" or Good boy . " rJe just go ahead . 
It ' s one of the most important bills . I mean 
it ' s r ea l ly very aous i Ob• 

Go ahead. 

The vote in the Rul es Committee was 6 to 4, and 
Cox of Georgia and Smit h of Virginia voted - I 
think they voted with the Democrats i n the 
Ru l es Committee , but they reserved the right to 
oppose the rule on t he floor when it crune up f or 
debate . Steagall told me' thn t Cox rode down 

~0 
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M, l' . Jr: 

Foley : 

F ole:; : 

F'Ol tly : 

\'.bite: 

H.: . Jr : 

(_ ) 
Fol ey : 
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with h1m thi s morning nnd Cox 15 not going to 
oppose th~ rul e on the floor . 

You lmow, Cox after that meet i n£ the other dny 
cnne up, to oe and shook hands r~l th rte , and h e 
sai d , 'You most likel y nre not coing to beli eve 
•tr.a t I ru:t c oi91 to sny , but , " ho snys , " I 1m 
sti ll for you. 

t.W.ybe ho ' c got ano the r membe r of h is f nmily t hnt 
Vlanto a. job . 

Well , lo:O.c will be Gl ad to toke car e of h1m at tho 
\'.'hi te House . 

All richt , boys . J:ow, whA t ere you e o1nc to do 
~'i th t:r1B te.xine 1FC bonds? 

~.ell , I don 1 t l<no"' Tlhother that cru: be talten out 
i n confer ence or not . ~e inte r e s t f oroulo is 
d iffo l•ent 1n the two bills . In tl:e r.ouse b ill 
ther e io u f l a t one hal f of one percent t hat hao 
to be added to the cost of the money to the Gove rn­
ment . 

" trot l ess than, " i sn ' t it? 

It ' s "not l ess than . " 

" Not l e s s thru1 r~lf . " You mi~ht add more . 

I mean you have to add nt l east a half. 

You h ave t o atld at l east n r.alf. 

That 1 s right. Thn t ' s g o inc to under some ci l•cum­
stnncos make the inte1•est ra te on the i:iouou bill 
hi cher than the 1nte r ont rate on the Senate bill. 

I t h i .nk that ' s lliUch mot•o i rr!portnnt than the ot'ler, 
:.:r. Secretary. 

' lh.at? 

Than tho t ax provis ion. 

I thinl: if we can e e t that thi n a out , v:o mi(lht 
l eave the tox provis ion i n . 

11 
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Swap one tor the other. 

Now liaten, gonta, I think that 
thinga a apeoial classification 
taxed - I think i t ' s a mistake . 

Yes. 

12 

to have those 
ot bonds, apeo1ally 

Don It yau, JollnnyT 

I'd vote for both, but - I didn' t have a chance to 
toll you (Foley} - that's what I 1m raising - that 
Barkl ey feels sore because the President made the 
statement about tho •••• 

At his press conference. 

Yes . Now, w~ don 1 t I call up the President and 
ask him whether he ' d say something to Steagall 
that there are two t hings that he - now what about -
well , the things we want are these RFC securitioa 
tax- free .•• • 

Right . 

Whatt 

Yes , 

Same as they are now. 

Same as they are now, t ax- tree , 

Same as now, yea. Vlha t elliot 

And the other thing, •• •• 

Changing interest rates. 

•••• that the Senate 1ntereat f ormula be substituted 
for the Bouae interest formula 1n conference. 

Senat .e •• • • 

.... i ntereat formula be substituted for the House . 

Senate interest formula . 

• 
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Vlell , if' you're going to g ive in - I mean when 
you go to conference it ' s n t rade between the 
House and the Senate, and you want one Senate 
provision and you don't want the other Senate 
provision. I don 't soe why the trade should 
be t rading the tax-exempt f'or the lower interest 
rate . 

Unless there i s somo other comparable thi ng . 

Yes , but l et ' s ask for both, 

The second, I think, is part i cularly important, 
because ther e was another change made - did it 
catch your notice - of the f'orty- yea.r PfiA -
needs Jones ' s O. K. on whether it can be repaid, 
Now that means tho t ho has a much larger measure 
of' control than was anticipated to begin with . 

Now, just r~ait n minute . As to the - don 't - l et ' s 
talk about not what e;oes to con ference , but as to 
wl:w. t happens i n the Hou11e while they 1 re arguing 
about the bill . \'ihn t can they do in the Hous e? 
Not in conf'e1•ence , but what can they do in the 
Hous e? 

I don 't thinlt they con do 011ything. I wouldn't 
bother them. Le t hi m get hi s bill out, because 
he's all up i n the air and you can't talk to him 
about it. The only thing to do is let him get 
his bill out, let him fix it up in conference . 

All r i ght, you're the doctor . Don ' t you (Hanes) 
agree? 

The House isn ' t the eamo as the Senate. You can ' t 
amend the bill on the House f l oor the way you can 
on the Senate f l oor. If you open it up to 
amendments , then they juet walk all over you, You ' ve 
got to hol d your l ines in tho House , 

All right , Then you boys will have to do the Vlerk 
t o get the Presi dent t o help in conference, 

Well then, you 1 ll have to deci de ahead of' time just 
what t he compromise will be , because there will 
have to be a compromise , 

13 
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deci de ahead of time . 
How do you know what 

the f l oor? 

It chan6eS every 
amendments will be 

I mean before t he conference t akes place, you may 
have to deci de as to what you will give up for 
these things . 

I'm not - I can 't - I 'm not going to t i e anybody ' s 
hands after I l eave . I mean i t i sn ' t practical . 

You ''lilY have t o make a decision as to which of the 
t wo you think i s more important to retain. 

If you hear d Danny Bell tryin6 to get something 
over to' me about t he TVA - all he was trying to 
do was to tell their story; then tthen he got all 
throtl(;ll ho sai d , "!low, I ' ve t ol d you their story, 
but you don ' t have to do anything . " 

They have thi s provision in there about the use 
of tho 3xport- Import funcls f or promoting - onl y 
for tho purpose of promoting trade . Chuck called 
me up . They wanted to introduce a nother amendment . 
Vie deci ded on that one o.s bei ng the least undooir­
able , and t ba t 1 s the way i t 1 s gone i n . They oan 
u.se the funds now only for the promoti on of trade . 

You know, you fellows are here and I 1m not going 
to lay do"n the law on a t hing that shif ts every 
f ive minutes. I 'm juot going to - i t i sn' t 
practical. That ' s all . 

14 

Well, would you care to oxpross an opinion as to, 
if i t shoul d come to a rna t tor as betlleen tho t'r:o -
those two provisions, which you would rather retain? 

No. Who thoueht that we 'd open -
24 hours away f rom Los Angel e s in 
self - liquidating progr am through? 
of the most pecul iar things these 
appreciative? 

we 'd make Til J\.ID,no. 
order to gc t a 
You can t hinlc 

days . lias Pord 

He was enthusiasti c . I understand, accordin~ to 
Steagall , bo Tlas so enthusiastic that he i sn t 
goin6 to put him up this mornine to l et him 
defend the rule ; he 1 s going to put Vlilliams up , 
because be says Vlil l 1ams v:a sn ' t so enthusiastic 
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in the House, so they' ll listen to 
So I think we 've got Ford over-

Should have held it 1n San Iaadro; took 1n too 
much terr i tory. 

You don't mean we did more than we ought tot 

I think 1'/illiams is Zd ' s pet achievement - getting 
him for i t . 

Did Steagall know the price we pai d? 

No, I didn 1 t tell him. 

Boy, if that ever got out, it would be a terrible 
thing. 

Would itt I just think they'd say, "Well , Uor­
genthau at last vAs gotten practical , " 

Gotten to be a politician. 

As a matter of practi cal politics, Mr. Secretary, 
if the bill fails, are the promises held to - if 
the bill fails - or are all beta off? I was just 
curious , I was wondering how you operate . · 

If the bill fails, you're atuck w1.th your 24 hours. 

Twenty- four hour basis. 

One way out of it. 

15 

We coll ected 53 thousand dollars at Tiajunna and it 
cost us 37 thousand dollars to do it, and we collected 
53 thousand dollars from three million six hundred 
thousand peopl e coming in. 

One way to get out of it, you know, Steve; that is 
while this thing is 1n ninety-day .. .. 

I mean putting 24 hours on i t . 

I mean why should they go - leaving this thing out 
entirel y , the President of the United States , 

• 
... 
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when J&r . Hull passed on i t - why shoul d we permit 
people t o go across and buy at a duty- free port 
Japanese , German goode, Mexican, and have them pay 
duty into the country and don ' t pay any to us , and 
come into competiti on wi th our own people? Thor 
can' t brins i t in t hrough the port of Los Anseles , 
but they can through the port of TJa Juana. I mean 
on that argument you can say t he Customs service 
coll ecta so much and the whole business - whr not 
l e t everything come i n free? 

If a person goes over and buys - they ' ll have to 
stay 24 hours . It becomes from a pr actical stand­
point . ... 

flell, you can f i gure the whole duty. \'lhy not let 
the people go down to Panama? And we stopped this 
l i quor racket from Bermuda , peopl e going down there 
and bri nging i t in. I mean 1f the t heory of havlns 
duti es to protect our home i ndustri es is true , whr 
shoul dn ' t we protect the department stores i n 
Los Angeles? 

or course , the tourists - hotel business in Southern 
California would be hurt b)' it . I t balances •• • • 

• 
Well, both the Pr esident and L:r . Hull gave it very 
ca1~ful consideration on i t s merits , not in connec­
t i on with this . They both felt - the Presi dent 
was shocked to l earn that you could go down to 
T:la Juana and buy all these Japanese and German and 
Mexican goods . 

16 

If they Vlel'O going to be determined by their inability 
to bring that back, they ' re hardl r touriots , they ' re 
some thine. else . 

If rou're goi ng to go a cross and stay 24 hours and 
brins it across , we ' ll collect the duty . 

There ' a a hundred dollar exempt i on even i f he s taya 
24 hours . 

As it is now, a fellow could go across four or five 
t i mes a day . 

Beck and fort h . 

.. 
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No way you can identify him except to remember 
h1m. 

Well , purely on i ts meri ts , I 1m willing to defend 
it publi cly - on its merits . And the President is . 
So is ~. Hull. He didn't object. So I 'm not 
going to worry. That 1 s the least tbin8 that I have 
to apoloe;ize tor. 

Ed? You 're all right. 

Harry? 

Want to t•a i •e that matter again of the dumpiJl8 duty? 

Whet? 

Aren't you going to •••• 

roe saw the picture . 

Yes? 

Terrible . 

0 . K., I •m not going to v1orry about it. 

(Nods nothing) • 

Thoro 1 s the Chairman of the Indiana Bankers Associa­
tion writine; about Postal Savings rates . He wrote 
to Cone;ressmo.n Ludlow, be w1•ote to all the other 
Congressmen and Senators, I guess , f rom Indiana. 
And I thought I 1d check up on whet kind of a reply 
Postal Savings System hae made . They made a very 
good rep,ly. So I had Mr. Kane down there send 
me i .n the form of a memorandum answers to the ques­
tions he raised in the Ludlow letter. So I 1m just 
enclos1Jl8 a copy of that saying that be has met 
all the points and adding that , after all, the rates 
a re fixed by the Bankin& Act or 1935. 

(H .~ . Jr. eigne letter) 

I I'inally talked to Governor Harrison about your 
gold coino . Did he call you yesterday? 

Got a call in now. 
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Wel l , he just want s to say goodbye , wish you a 
pleasant tri p . He says that he has t hose two 
sets , t hat he did tal k to you about i t and you 
bad a gentlemen ' s agreement that he would pi ck 
out two Jets and that one would be kept at the 
Bank and tho other wou l d be broUGht down here 
in so1:1e way. 

Library of Congress . 

He di dn 1 t know • ••• 

Libra17 of Congr ess . 

He said he didn ' t knoT: whether l egislation \'70uld 
be necessary, but he thought mayhe the General 
Counsel ought to try to find soce way to keep 
those collections, and that when you set back 
and he i s dorm her e at s ome meeting, why , he ' ll 
talk to you about it . 

He su1~ does hang on to thaL collection, though. 

He says he ' s perfectly wi llin£ to put them- he ' d 
like to keep one collection for the Bank. 

Are we c oing to waive the penalty? 

That's . .•. 

There ' s a l all on collector ' s coins . 

Well , you ' d have to determine i f the Federal Tleserve 
Bank ie a collector . 

Well , I think that - I think it ought to be worked 
out. They ' re entitled to keep one complete set of 
e;old coins . 

And he doesn ' t think that you want to ask legisl ation 
for the Federal Reserve Bank to keep thee. 

Well, take 1t up with our Oeneral Counsel . 

You ' ll find that Herman had some study made of 
that and came to the conclusion t hat he didn ' t 
need l egisl s tion - about two or t hree years ago. 

18 
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Anything else , Dan? 

i bat's all I have. 

!l'.ac? 

• ••••• • 0 • 

I told IJisa Lonigan t o stand by for a talk with 
Harry. 

(Words not under stood) , 

(\'lords not understood) . 

AnythiJ18 else? 

No. 

Mac, i f any of the Bureau chiefs 1n the Treasury 
want to say goodbye to me - 3: 00 o'clock. 

3: 00 o ' clock. ' 

Or anybody e l se. You ' re all expected at one , 

Well, this will be the last seri ous •••• Mr. Hanes 
will be in charge while I 1m gone , and I'm not 
go1J18 to worry end I'll! sure everything will go 
along £1no, 

There is one thint; , :.tr. Secretary; I don 1 t know 
whether you want to tnke it up or do anyth.lng 
about it now; and that 1 s tho amendment of the 
law to take care of goode that do not ori ginate 
in the country that mnkes the subsidy, 

Well, the President wants that , 

And which are imported into the United States . 

(To llanos) This is - wo put a countervaili ng duty 
on Italian silk, then they ship that Italian silk 
in the r aw state to Engl and and they manufacture 
it and dump it, 

Ed, you better straighten that out, That ' s what 
the President wanted, and we ' re giving him some­
thing else ; what the Preaident wanted waa not sound. 
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Harry ' s Committee passed on the two proposals . 

I can ' t absorb this . 

It can go until t he !nll . There ' s nothing •••• 

I 'm not going to absorb anything new . 

The only r eason v1e eugc;eeted i t to you - -nted 
to make sure you kno\T the Pres i dent had asked you, 
and 1t 1 s on your desk. So you can wop 1t •• • , 

No, i t a1n 1 t on my desk . You're wrong. 

20 
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RE MALARIA IN CaiNA August 1 , 1939 . 
10 :15 a . m. 

i'resent: 

H. ).! . Jr: 

Ham.il ton: 

B. !.I .Jr: 

?arra n: 

l.lr . Banes 
Dr . Perren 
Dr . Louis ~illiams 
Dr. vba r les 111ll1ams 
Mr. Wa xwell M. Hamilton 
ur . Hu Shih, the ~hinese Ambassador 
Mr • K . P • l. ben 

I ' rn going away this a ft ernoon . Do yo\1 know a nything 
a bout what I 1m trying to do, J r . Hamilton? 

;.ir. Chen t old toe briefly just in f word what it was . 

11e11, fro:n !.!r. -:hen a nJ :Jr . <>uck I learned abou t 
this :nalignant malaria on the -:hinese bo rder, and 
I ~ut t ae:n in t ouch with Ur . Yarran, wno sent me this 
ve ry e~~ellent report t o the nouse last night, of 
-vhich I ' 11 ha ve a co y made t o give to ..tr . Ramil t on . 
hOd before lecving, did want to make an effort to 
tie this up and see wnetner I couldn't leave it in 
such s hape that i f the eainese '-'overnment >tented t o 
a va il themselves of this opportunity, it would be a vail­
able . ' 

I tttink if ur, P11rra n woultl take a minute, just 
s .cetcb wnat you t hink could be done, ~.ny, •• •• 

I sha l l be very glaa to, Jr . Secretary . Dr. 
" ill1ums , woo is our .11alaria expert, aas been t; u1te 
familiar, tarough conversbti ons 'ltith m~>ny pe ople 
,o,ao nave been in Bui'ma, N1 th t t:e genernl ;ollll t: I'i& 
sitw.tion taere . J...I' . 101lliams sei'ved on the League 
of !lations ..:ommittee on ..lalai'i&, a nd so on . And 
immediately upon being informed about the e p idemics 
of malignant ma laria '·•lich exist on the &urma -ehinese 
border, ne undertook to ga the i' together the best 
availa ble information. 

It does not appear t o be on insuperable pi'oblem. 
It is a prob lem tha t 1.s susceptible to conti'ol 11' 
funds and expert assistance a re a vailable . It is 
a seasonal problem. ur. •lilliams bas pointed out 
that at the present time, when tne monsoons a re on, 
i t is d ifficult to do anything mor e t han emergency 
yuinine pi'opnyloxis, but that iliUledia t ely aftei' the 
1~onsoon season it s hould be possible to make inten -
sive s tuoies of IJI•luri ~ 1 bi'eeding immediately a l ong 
t ne higbN~y . The wos~uito whicb transmits tnis 
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malaria bas a flight ranse of only about a half 
mile, certainly not more than one mile, so that 
one could restrict controlled areas. 

22 

It should be possible to locate the camps - because 
it is a night-biting mosquito, I take it- •• •. 

Louis w•ms: Night-biting mosquito • 

Perren: 

Parran: 

•• • on high grounds, and particularly to protect 
the areas around the camps by screenins or actual 
control measures, or both. 

Those would be the work camps. 

Yes, the •or k casps, and barracks in which presum­
ably the workers are housed. 

The information we have through Dr. Chen and Dr. 
Buck is that when a few deaths occur, the laborers • 
leave, go back to their hills. 

bince I talked with the Secretary on Thursday, I 1 ve 
been in touch with llr. Wilbur Sawyer, who is a 
dir ector of the International Health Division of 
the Rockefeller Foundation. llr. Sawyer's representa­
tive in China is one Dr . R. A. Balfour, who is one 
of the leadins mal ariologists of the world; for 
seven or eight years was in charge of malaria control 
wor k in Greece or elsewhere in the £astern Uediter­
ranean. ~is headquarters are in Sbanshai . 

Just last week Dr . bawyer received a report from 
ur. Balfour. Balf our had been t o southwest ~hina 
and bad conferred with the governmental officials i n 
the •Ne• China," as be expressed it, and has recom­
mended to the nockefeller Foundation that it enter 
into a cooperative arrangement with the ~hinese 
Government next year for studies of malaria ond 
control methods. Dr. ~awyer felt that if this 
were an urgent situation in which our Oovernment 
were interested , it would be possible for them to 
expedi te their assistance, to have Dr . Balfour return 
ei ther al one or with any commission that ~·e might 
wish to send out . 

The questi on as to the costs of control and that 
sort of thins , of course, is a matter which can be 
taken up only a fter a preliminary survey is made. 
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So, briE:fly , llr. Secr~;tary, I 1 d say that if it 
is the .visa of the ~<aministra tioo that Public 
Health Service give some ~ss istance in connection 
Nith t his matter , I woul d suggest that two of our 
expert s , possibly Or . Williams and either an 
entomologist or an engineer, pr ef er ably an ento­
mologist, who is !'um111ar with t he intima t e breeding 
habits of tne mosquito, go to this ar ea ; tha t we 
seek to have Or . .dalfour Join them, make a pr el imirwry 
survey and r ecommendati ons . 

l'iell , in r e&ding this t hint: very carefully - would 
you 0 ! ve ~r . Hamil t on a copy of th.is? 

! shall be very glad t o . 

In reading this thing - if I might make a sugges tion, 
Ur . nmbass&dor - l see that Mr . BucA suggested doing 
something with t he League of Na tions . Nell , inasmuch 
us you - I t &ke i t the Public Health Service and the 
.Kockefeller er e liVtdlable, I wouldn 1 t 1;ait f or the 
League of Nati or.s . .. 

lk •w, another t hing . I a l so ga thered in reading t his 
r epor t •• • • · I don ' t se~; wny the Ambassador couldn' t 
nu ve ~ COfiY of this . Coula he? 

Perfectly ~11 r i ght . 

1oe r euson I Cbl leu t nls ~eetiog - i t s eems in order 
to Geet this tnlng this survey ought to be made r eally 
between no~ and t he first of January . Right? 

kes, and toe eLrl l er t he better . 

~ne earlier the better. 

That ' s wny I t ook t he liberty of calling this meeting, 
because 11' you•r e going to ao something, it r eally 
ought to be done immediately. 

l.!r. Secr etar> , l as t week-end I s ent - when Mr . Chen 
told rue of your very ~ind efforts , I immediately 
sent a telegram to the Chinese Minis ter of Health, 
Dr. r. c. Yen, who is ~ very well trs lned sci entific 
men . I asked nim ror infor ma tion concerning three 
thi ngs. Fir s t, the time el ement in that part i cular 
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disease 1n that r egion. Second, .vhat the Chinese 
doctors under his administration have been doing 
ln tnis matter. And thirdly, what his experts tnink 
would be the best kind of aid desirable from t his 
end . 

So f ar we didn ' t get li report, because probably Dr . 
Yen, being a scientific man - probably was gathering 
r eports from his experts . 

1 know there are Chinese doc t ors working on this 
r oad, because there is on Ameriean friend, Mr. Napper, 
who is employed by the Chinese customs service -
llepper - and he t old me that be saw tne Chinese doc­
tors working on this r oad f or two t hings . One i s on 
this malignant malar!&; second is on this goi t er . In 
this r egi on tne people suffer from tue lack of i odine, 
ana sixty percent of t he people suffer a kind of a 
goiter. "nd they 1 re wor Killf on it - tried t o put 
iodine i n the salt ~1ich the people consume. 

But so f ar I d 1dn 1 t get the r eply . I nope to get it 
in a day or so, and as soon as 1 get it I•ll submit 
it to the health authorities and also t o the Sta t e 
Department. 

You see, my inter es t in tnis, Mr. Hamilton, is purely 
colllltlercilll (1Y1 th mock seriousness) . You see, all 
Ne 1re tryi ng to ao is vr otect our loan from the 
~xport-Import Bank, so t ha t t ung oil will come out. 
You see? It t s purely a commercial interest, you see . 
I 1 a1 very a~uca <;orr led o bout t o is loan, 1. nd this is 
t he road, and if we don ' t help the Chinese fight t ne 
maler11i, wh) , t ne tung oil won• t coa~e out &nd we may 
suffer loss. I t• s purely coa~mercial interest . And 
if you could take t he broader vi ewpoint, yo~ see, 
and help the Treasury out, why - because I suppose 
they ' ll have t o get soa~e kind of a clearance. ••on' t 
Public Health have to get a clear ance t o let these 
doctors go? 

I think so . I think I 1 d want to speak t o fir . Welles 
a bout lt and t o the European Division . There has 
been - • e are tied in some way or ot her with the 
League of Nati~ns ne&ltb activities in Chins , a ren't 
we, Dr. Parrs n? 

1'/e have membership on tbe Health Colll.lllittee of tbe 
League, and Dr. CUalmin& has been able t o r epresent us 

.. 
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on 1 t . 'l'he t!eal t h dectlon r ecently had the 
resignation of ~r. Rotman; t he uirect or has 
resigned, and I f ear it would be difficult to get 
pr omptly any cooperative arrangements . 

1he League is maint aining at Singapore an epidemic 
intelligence service. Any of our people Nho went 
over there would certainly Wish t o get in touch ,,ith 
them to ascertain whatever informati on t hey hr ve . 

Have tney any r epresent atives in China now? 

Xes, they have t wo units . One i s essentially ~·rench , 

the other is interna tlonal . '1bey ht. ve two units 
.vorking in China . 

under League auspices . 

Under League auspices . 

Fr om L legal point of view, Mr . Secretary, all of 
our consuls have the r esponsibi lity to r eport 
vr •mptly t o us the pr evalence of communicable 
diseases i n that a rea . If in t his ins t ance the 
consuls neea medi cal help in ascertaining the 
prevalence of epidemic di~ease, the l egal status 
of such ~n of f i cer woulu be f ully clarifi ed . And 
in addttion, of course, we h&ve responsibility for 
~ucrantine service end - not. necessarily malari a, 
but certainly plague and cholera, which a re more 
constLnt tnreats from the Orient; ana a f irst-hand 
s t uuy of t he amount ~f those diseases wo~d beivery 
appr opriate purpose f or ••.• 

ooell, thut plus our financial interests ougnt to be 
overwhelming . 

1 shoul d say, no,vever, tht~ t we 1 11 need - I don 1 t 
.tnol'l j ust the cecolun1sm, .o~r . l:iamilton - but 
~r~bubly executive ap~rov~l , or certGinlJ o re~uest 
from t he Secret ary of ~ta te f or such ac t i on . I 
bbrdly .mow now the initit.tive should come, but in 
t.ny event I snoula tuink r1e Hould need the .::.ecretary 1 s 
appr ova l. 

I 1 m sure lllr . Hamilton Knows . J.nd I should t hink 'lle ' d 
need o f or ma l re4ues t f r om t he ~hinese Government t o 
do some t hing . 

.. 
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:tes, I certainly think that would come from the 
Chinese Government . 

That ' s wily I•m ascertaining from tne head of the 
Chinese Heal th veportment the f a cts about this 
malaria. 

~his is the confidential report from ur. !'arran 
(banding r eport to Dr. Hu Shih) . 

You (Porran) give me another one for my f iles . 

This one do? 

&ive me tha t one. 

This is a cnronic situ&.tion. •-s I ~erstond i t, 
tnls calaria has existed there for years . 

For centuries . It is one of taose histor ical 
di seases in Chinese literat ure which made that 
region famous . 

~ell , would t hese same malaria people be able t o 
t ake a l ook ~t the goiter situation? 

2o 

J.es , sir. '!hat ' s relatively simple, l.lr. ~>ecretery . 
It ' s a tnat t er of iodine in salt. 

'1nls con temple tes a.n expert survey , not the financing 
of tile work to be done, as I understand it. 

~he Chinese Government - it would cost t hem • 25, 000 
to have a three-months survey made. Is that right? 
$25,000 for the three-months survey? 

Yes . It would - 1t pr obably will be le ss, because 
with t he aid of the riockefeller people now on the 
gr ound we could r educe the cost . 

•ha t ' s t he outside . I ' d r e tuer tell them twenty-f1 ve 
&na charge them less th11n tell thee less and fino i t 
IIOUld be fifty . 

Your (Purrlln) thought would be to work in coopers tion 
with the rlockefeller people1 

Ur. Hamil t on is aski ng about cooperation Nith the 
nockefeller •• •• 
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Your thought wo~d be t o work 1n cooperation with 
the rloc~efeller people? 

l t would be, yes, s ir • 

21 

I know the Rockefeller people fairly well. ~hey 
have the P. U.U. C. , one of the largest endowed 
insti tutions ln China , and t hey have a very compe­
tent staff . I was tllinking of asking their partici­
pation when I thought of this idea . nnd Ur , F , C. 
~en ' s hospital has received ample a id from the 
Rockefeller Foundat 1on f r om time to time. ~his will 
be - I •m sure they ' ll be 4uite willing to supply at 
least Dr . Balfour if we get ur . Sawyer's cooperation. 

•7ell, llr . Ambassador, t hanks t o l.ir . Parran, we're 
giving you t his s urvey on a silver platter. 

" onderful . 

Al l r eady t o s erve , see? 

ithat i s the advantage , lir . Parr&n, of doing this ns 
a cooperative ma tter as, s ay, contrasted with the 
rlockefeller people doing 1 t themselves'? Ar e they 
preparea to do it, do you know? 

• 

I don't think they er e prepared to do it. Normally 
the r equest f or aid which ur . ba lfour recently has 
forwarded woula not r eceive action until about the 
first of next ye&r. ~onsldering t he time eltment 
plus the n~ber of people availnble, I doubt i f t hey 
woula find it possible t o t~e experts from elsewher e 
t o send into thls s ituation. 

l ime is the important f ac t or her e . 

1.es . 

Because if our tung oil can ' t come out through 
Indo- Cbina , tne only way it can come out would be 
t hrough ~urma . I •m serious . And, reading this 
report last night, what got me excited - ! 1 m leaving -
I realized that if they ' r e going to do it, they ' ve 
got to do it immediat ely; the survey ought to be done 
in October, llovember , December, if they ' re going t o 
find out how to handle it before the next rainy sea­
son. I realize i t has t o be done during the dry 
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season. l:io t he time f ac t or is r eally somet hing . 

'! bank you very muon, :.!r . Secret ary . lie nre, I 
feel - I •m s ure Ur . !.:hen Joins me in our feeling 
of gratitude f or your interest. 

No, i t' s part . : •• 

28 

I have told JJr . :t.en !!bout this very gr eat sympatby 
e nd interest on your part , and I am r eally usking 
exactl) wlu•t r.e are pr epared to make a formal 
rec,uest for, because Ne must .rnov1 what kind of 
a ssistance is desired by our exper ts at the other 
en<i to give us a ba s i s f or lll8king a form£1 re<,ues t . 

~~d I'm sure, in your absence, wr . ~amilton and I 
.. ·ill - "'e 'll t r y t o, with t he hel p of the doctors -
I •m s ure •••• 

.. ell, we ' re going to step out, because, as I say­
and I ' m sure ~r . Hamil t on will co everything possible 
t o nelp . But, time being so short - ~r . Hanes is .. 
avai l abl e , but it r eal ly is a Sta t e uep~rtment -
st&mp o f apl)rovnl (demon3t r a t ing with gestur e) . 

.1.11 r i ,;:nt , we 11 1 be glad t o l ook into 1 t . 

What ': You be&ru about our mission going out tnero 
on - these truck ~xver ts? 

.>a yes . 

Fine . 

Ana sn~>ll I - tnh) I r ead t nis, or shall ! .... 

~eep it . Aeep it . 

I ' ll have v duplicate mLde and send it back to you. 

Dr . ~arran gave me a duplicnte . 

You keep t his or iginal copy, and may I keep that? 

No, no, you keep t hat . 

1hank you very mucn . ! wisn you a very pleasant trip . 
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• •••••••••••••••• 0 • 

g=n&eUt1 

•to~ h ..ao .. ov Ml.,_,M -u- oa hl7 
26U., -natac U.. .,sa-to of -.ll&MD\ -'-orla - tu :Jana • 
Olltu llorbr • 

.A.\\aobo4 h a -~ fro• \w of ..- ti!QIOI"\a, 'lb.tob h 
eolt-explaaaMr,r. 

t ban not ,., ltee aUo \o loa\o wlU. llootol' e.w,.r 
of \he .,akefollor JleQMa\lon , 1N\ oapoo\ \o r..oh hla la\or ~. 

It U.o Pnat40D\ 4oelroa, w ban- -.o\oa\ por-1 
to uetot 1A 4oal1ac wlU. U.h alft&\lOD, llq I blk wlU. JOQ......, 
an4 pt tlai'\Mr 1&1 Uac or4onf 

"'* .a.n. 

J', l, ~ wt\tac tu aNn, t baft talko4 'lith IIM\ol' .. ..,..,. who 

lilu Jut neotnt a r.,on tr. Dllotor 1 . A. Jaltov, la obarp of 
.... ntllft' 1\-'-\h wJ'k la Cllllaa. IIM\ol' Jaltov J'HOD\17 wlal\14 
-\~awe\ Ghba ~ alrpl- aa4 hal I'IDIBBID4M the\ \he llllokafalhl' 
l'llu4aUn '11114onaa • I\D4T of -.lorta la that -· Dootor ....,.1' 
h wlUlllc to 1\an BDob a IRq pi'OIIP\\7, ..,..Sal\7 OD \ho Jlll'aa 
1'0111, or walt Jota wlU. u ta a projoot BDob u w\llal4 la at\aa~Mt -r be 
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~-.1tlt 

U reqooMt .. , a ooat- wu be14 be- Dr, L. L. Jlll~, lr., 

Dr. C, L . J llll ... , Dr. l, L. Buok, ... Dr, ( , P. Oben , 

Dr. Buok a4 Dr. Chen latol'IM4 u. \bet 1a tbe ana ~ 111lioll 

,..... abooa\ 110 aU• ot tile uw •"'-l>lle roe4 tlroa llall&Ma law 

Olllaa, \ll.aN la aa a&ala .u- wlllah M7 •- datil wltll la a t• 
4eJ•• U llu b- 41apo ... ~ tlla laeal Clll- M41oal aenl" u 
MllCDGt ~~Alana. Appa.raatl:r the 41- llu sot b- apl'-la be­

•••• .. eooa u ou or Wo Aea~ OOCIIII' 1a a oo~tr, tile u\1,.. -

- ur aill'•w• to tu bllla, '!'ha - tblq ~aep,.... 1a tu labor • ..,. 

alo1&4 taa- roe4 .a4 la ooJIMquaoe \ll.ia roa4war pueap bU 110\ 1leea 

P1MM 1a &oo4 eoa41\la, Dr. JQik 't'ia1W \ll.ia na4 wi\aola ,.,. put 

•at& _. aaU \bet tna penoD&l o~aUoa be "1114 t•tlf7 t.llat 

taare ... a •n ~till or :roa4 •rtter• tluoucllol>u \ the 1:50 a11M a4-
jaaat ,. \ba 'ilo:t'Mr. 

h waN al.eo ~_. tllat alallar ooa41U- .,pee to ba ,.._, 

la a .... al'-ana partiaa at au- tbrol&lll *l•b tala 10&6 al.eo ,.._. 

A- ra1lrte4 la ua!ler ooutNet40a Uraup tlla Mn-1\oi'J aU 

work oa 1\ la 1~aa Yai'J £Hdl7 h••we4 oa aaeoaat ot AeNnloa ot 

lalla..- *• ou or ,., tea\be oeww. 'l'U utl't'ae apparatlJ rapl'A 

tlla u- u lM•c•aaua w taa -.atrr _. •• w alate arlala& tna 
the,...., 

Dr. !IIMk wu ..... .ulJ' aanala tllat \ala u-•• -.llcM&t 

~~Alana d aal4 tava wu 1Uth l1u11.lloo4 or obtalal"' ti'Oa 1oMl 

•- .., fti'J aaoarata AeaaripUoa or u. Ja are b ollaM to be­

Una \aoat "- la -..n la tba bel1at \bet 1\ 1a aalarla. 
/ ..,/­

O!aUU•• V 

'1M ~ bon. - IIIIJI&tla& u abaoat 100 allae aonuut 

ot *"'''&J• 'ftla al.natla ot .. riTV ...U.,O la U.t liDO teat a­
lleft - laft1 ... \ala flat- .....,., 1000 teat. e.. al«a\1- ut 
\be al.laaw ... ...,..n.talJ' tMaa at tM u- or-a o.ra.. -u• 
(wl\b '11111* Dr. L. L. wuu ... , Tr. la t..utu) wt.tll a .. ......,~ 

..wla prot.laa. -

.. 
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a.puU ,_ Dlr. u.. ... uw • ..,.. ..tbs tllo ....... u ....... 

a. a..ua 1a .... ~u. S. a 11M •t1•'=£ ..-n-.,.. w•oloa x··-· la , ... Jl'lad,U •enor of alv ........ la. ,.. .... 111'7 

a\ "'"!!ft !!:!!''Jft lo ala Jl'••••· '1M - -qalto.o han 
alll1l~~ ad ~' lla'blta a d ..,. bo oouuo ... toaotller. 

f1w1 lt...-4 tl!.roU&h Ulo ool6er -\ha of o...-w, 1.-,, •4 Foiii'WIL'J, 

.,.nl71a& o lvp a d 1Ga6-Un4, w111f!o4 pol'll)AUoa tor \llo · ­
-tho ot llarcll w 1\&l:t. lrn"as S. r o4oaao4 tohll tho oun of \he 

•-• 4laA t o nuh1 .. of at~ a d attoM<I, 'IN\ tho ol.No4J' ,.,... .. , 

..Sut toru por.Sd \lu'ooaP W01'Il woo\llor. Durl .. \llo apr lJic aa4 ovl7 

- -1 -\llor alow Mnlos-at of alorlal t'oru i ll tbo •-1\o 
11114 roc~~a- t r a..Ualoa of llal.aria, 'llblob, bowwor, lnaro- abarpl7 

wt\11 tile oo-•-' of \ho 110uooa oorl7 1a 1\&l:t, .,...hl .. o peak la 
.....,.., .-4 ,.,._...,. •• t allla& ott a\ \boa hralM\loa of tb.o *'uooa 

• ....,, October lo t , 'l'r...S.okla of Mlarla •-• IIJ \boa tiro\ of De­

a.Mr. 

'l'llo au .. uoa S. pooallar. lit tho toiater u4 OJI'lB« UIIJ aoaqultooa 

ue IIN4 'IN\ oool wootllelr al- Mnlo)IMat ot alorla t oma 1D \boa , 

..... . , 11\\lo ..Wl a \..-loaloa, fto a<)JUIOOil a\arta lll"lAslllc wara 

--.r 'IN\ ao -•ll roia tllo\ llrnU .. P'- ue wulao4 out, b.-, 
JI'OdP\ioa of •oq~&l\Oa la ,..._o4, Tile lOAS-11.- ahl.\ to ... alr0o4J • 
oa tho •lac, baoonr, :porotat.,.. at tho blllbor t•:pontaroa- p:ro-

Yalllac Mlarlal parool too r,.p1cll1 4wdop la \boa , Ulo r .. ul\ ltoiJIG 
a A&rp iMNaM 1a llal.aria t ruaalaalaa doapl\o a 4ooftaoo of llftod-

lac .. aqui\Me. 

,.._.. 1o a llilll .u.io la4a.: of Mlarlo la tllia -· .all of \llo 
41o- of \lila ..Upaat \or\lu ,,.,. ( ..... u .... -\lum&l) , 

A wU-J)•ee4 a\\Mil oa alulo -.14 ooat•pla\o •U- U...al 

UJOIUOO o .... .._.. 1-1 lot u4 oaa\l..UC at top apoa4 u\11 
\boa _, of tllo -• ..._, U.. alMl.o or 1-. At \bot U.. 

•to-lun.l •u oa -14 -. ro41Mo4 to oo.w u.lT local 4rolu .-4 

_,.... *'* \l'lftla 1a tlla -- 0114 ue ao• .-Joa\ to nualll .. 

attoat of \lla boa., ll'olaa. 

J'W' U\al7, \he-al iatMUft nsp• r ..... Of llo\11. alas-a ao4 
_. !rna 1e eoatlao4 to .,._s..\017 1/2 ll1le rr.. \Mill' ullal -...-­

lac plao•. Mna'-&11 .., Ito \alia ot \Ilia ao aa -qeMJ ..t.aria eo~ 

tnl a.,.. tp tor a •u\Nettoa proJoo\, u a •"• of ~a\ \Ilia 

toru \boa "ula of \boa Jll'lMl,U aalarla aonrol -..urae 4urlq U.. 

•-1t a1or1a ••tNl _, a\U"t a\~ U• (u4 \lla •••aoa U 

oa a\ ,...-t) . !be iatM\o4 ••po lla'n • "•., a.aotv ot -q~&ltooa 
11114 _, "••o4 to :polll\o at loan 1/1 a11o..., troa- w11ere 

boa., lilno4lac boa ocCU'Nt. J,ooal _ .. bfto41q plMea _, bo 

ollo4 or 41l8\o4, ~a1M 1a JI'OpiiTlaU\o 4oaoa Aolll4 lila 1\ina \o all 

wow• \o -'rol to a ... - .. "'' on•t \llo ..,. .. llluM .-4 4H\Il 
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• I • 

ra\eeo a.lll - U t 11-'el-7 Qpll .. - lu.l7 to •- a 
arliM reD~tU• 1a t.11e Ml.ar1a rate, ..,., coet ...... 1 la ..,, 1~ 

MfOI'W t.lle llU\ ·-• ... ll llallpft\101 (Mcb at .. 1-., 1) of 
ettoaUH uU·b.-..41-c _ _..11' .. will proYM\ ...... U.a of a - la\ 
of a4•U -fll&i\IM, 

It la poaallt1a tut aoutn•U• .t \lie I'M& oa4 raU.neA- a 
1:10-a lla a ' t'a\lla aq .... 100 ...... .u1 ..... UMJ.4 be loeaW or 
l'eloea\ecl anar a oantlll ... lll&iw .....,..,, 

n- ov eoatar-, u .,..... ..-aal>l7 awta1a t.M\ ao .,., 
4etlalh pla\ve of 1M M\l&al .... 1\lou •• te oMI&HA at tllla u ... 
, .., ... I\ la reeom· .. e4, \llerafora, \Mt u a tlra t ewp, o ftlHrl 
te 1111\ w \be l.Hall\7 1aYo1•e4 tD"I \M ,..,. .. of Mk!.llc a ""- af 
eoa4UlaM u \lleJ' enn e4 h o.tllM .-~ 1a operatlaa aa er­
palaatlaa far \Ulr ooatll01o U la _..\eel tllat t.lle 6allp\laa •­
ala\ or Dire, L. Lo WW1-, lr., -..e lla7M, 1, J., er.~ttrae, 1. a, 
»utou, ..a u, z. 8Uil. n h ..,. •JWoa tllat t.11e _,. 1a a J•lt 
tu ·~ alu'loloclno ea4 \bat wlll1a aa .,_ .. snreu .. •ttl•• -u 
OJ'IU1U e4 IOMu\ I OID~1 I H I lp 0 tllat laia pe-l woel4 ... 
1Utla to a...,..., .Sup\ 11..,.. 1\, 

u •• ...... ._. tllat t~aa flrn two __. 1a tllla 1lat M04 1aar417 
..-ala 1o..- t11aa tllr• -•• 'llllela elaooal4 loo ...ntalaa\ to .. ~te 
tllll ...,_, OM or •rw of t11a • r tat .. Uno alsll\ M ftte1ao4 elt.Mr 
1a --.. of t1111 eoatn1 arpalMU•a or u lllh111n tor u a 441U-.l. 

palll .. ot QJft:dM\el-7 llh •au. 
n 111 ro a I'd \lin tu 1Vft7 ,.n, U..a\1-c \U ........, ....__ 

tU.a to 'nla 1eaal. ,__1 lootll la ....,., Mtbou .- aoaUr>l •tllMI 
wltll tile lat•t \M' 1a tt. u •Unl7 loaal orp1tutua er a loaal 
orpalaa\loa ...,.ne .. 1t7 oae or,.,.. a.rnaa otti•• .. tiaal17 MD 

.,.,.. all ...... 1 - · · 

'1M eoata of .. aQft7, *lela 1a praJMW tl hkiF altoN\ \lano 

••*•• -u 1ulu4er 

( 1) Salar1• of \U ott1aere ooaewaM Qpi'Ox1•w17 tt,IIOO.OO, 

(I) 'fftft1 14J II'' ot off10UIF octaooraot • d4 r- tU 
lMaU\7 of \llo IUftT apJirO:daa\&17 tlO,IOOoCIOo 

(I ) nau ..,..... NlaW oAl7 to ~ MAn'01 ..,..daaw17 

... ooo.ooo. 

.. 
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.. lot .. ., lid .... , 'IliUM u au.tot ... Dr. o. L. ,.. ........... 
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Opero.tor: 

H,!t., Jr: 

0 

H, M, Jr: 

George 
Ho.rrison: 

H .l~ .Jr : 

H 

H 

H,l!, Jr: 

H 

H, Y. , Jr: 

H 

H,H, Jr: 

H 

H 

H.l~ .Jr : 

H 

Hello, 

George Harrison. 

Thank you. 

Go ahead. 

Hello . 

Hello, Henry. 

How o.re you' 

August l, 1939. 
11:09 a , m, 

First rate , tho.nk you. I've been allay tor about 
a m.onth try1ns to get a rest . I was tired out . 

Did you get one' 

Oh, I had a f ine time. I had very good weather 
for the f irst three lioeks and the last "(eek 
was hellish. 

Where have you been' 

I ' ve been ott on my boat . 

Oh reallY' 

Yes. 

Did you go out pretty to.r' 
New 

Well , I pli ed back and forth to/London and 
Fisher ' s I sland and Black Island and did a lot 
ot fishing at Nantucket, Narraganset Bay- I•ve 
been all around. Just wherever I t elt l1lte going 
and the wind let me go , 

~/ell , that• e interesting. 

But I got a good rest and lost 
worked hard, .,. 

Well. 

seven pounds , 

,,,,and I reel tine. 
Just to let you know I 
now it you want. 

I called you up yesterday 
was back; so. you ccn go 
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B. ll.Jr: 

8: 

B.M.Jr: 

81 

H.W.Jr: 

8: 

B.ll.Jr: 

B: 

R: 

R. Y.Jr: 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

R: 

R.M. Jr: 

- 2 -

Good. 

(Laughs) 

Well, Warriner t ells me he's going too . 

When is he leaving? I forgot to ask him the 
other day. 

Be said the fifteenth. 

I see. Well, Henry, I just want to tel l you 
I hope you have a fine vacation and a good rest. 
You certainly deserve it . 

Well , I know I need it and I ' ve done the best 
I could. 

35 

You' ve done a fine job and I - you know, I feel 
very happy about the fact that I've counted you 
one of my real fri ends, just as you have done . 
Some day I ' ll really tell you about it. 

Well, George, we've put over a number of things 
together and we have our hones differences of 
opinion but we al ways end up friends and that's 
the way I want i t to stand. 

Well , I hope so because I ' m very proud of our 
friendship. 

Well •.• . •• 

We - I ' ve been sorry not to see you because I 
wanted to t alk to you since we finally made a 
sectional portfolio in the Federal Reserve System. 

Oh, yes - yes . 

But I think it' s going to work out all right. 

Well, will you be here for the September financing? 

I ' ll be here right along now. 

Well then, Johnny Hanes will get in touch with you 
I don' t look for any great trouble. 
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B 

H, I•!, J r : 

H 

H, J.!, J r : 

H 

H.!~ .Jr : 

H 

H .l~. Jr : 

H 

H. l-i. Jr : 

H 

H,M, Jr : 

H 

H. l·!. Jr: 

H 

H 

- 3 -

I don't t hink eo. 

But I 1 ve lett word •••• 

You ~ron ' t be back until aft er that? 

No, t his will be the f irst one t hat I ' ve missed. 
But I thi nk 1t things stay the ~1ay t hey are, 
I think lie ought to try to ge t out a long bond 
this time. He haven ' t got out one since l as t 
December. 

No , I knew you hadn't, and I hope you ' re able to 
do that. 

Well, that' s the word I' ve lett, bu t I •ve told 
t hem that • ••• 

\lell, I 1 m gl ad t o hear t hat . I felt tha t a fter 
t he l ast one t ha t you mi gh t not want to. 

No, no. 11e1 re very versatil e dO'Im here, you know. 

Very ~rhatt 

Versatile. 

I kno~1 that. (Laughs ). llell , if 
I 1d love to come down there any time . 

1:e11 , I've let'- he w1ll - I've told him he 
should talk to you. 

All right. I 111 be eround here all the t i me and 
I'll go down there sometime and talk with h i m 
anY"'ay. 

All right. 

I ' d like to bring Ralph down again too beoauoe 
I 1 C. like the fellows down th ere to knOt/ him better, 
He ' s going t o do a good job. 

That ' l l be good. 

And I tal~ed t o Danny yesterday about t he gold 
coin t hing . 
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H. V.. Jr: 

H 

H 

H.H. Jr: 

H 

H.M. Jr: 

H 

H. Y. . Jr: 

H 

H 

H. J.I.Jr : 

- 4 -

Gosh, you do hate to g1ve those U!>• 

No , I don ' t, I want to give them up. 

\'/ell, he 1 s going to- they' re go1ng t o t ake 
another l ook at it. 

But I - what I wanted to do was to be sure t hat 
ne1thet· you nor I get into any t r ouble abo\lt 1 t. 

That ' s r1ght . 

And I thought we might Jus t go easy on 1t until 
perhaps .we had a chance to let the l awyers l ook 
1nto 1t a little . 

Tbat • s vhat they're go1ng to do. 

Yes. 

All r1ght. 

Well, have a good t 1mo and g1ve my beet regards 
to Mrs. Morgenthau. 

Thank you. 

Goodbye. 

Goodbye. 
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Present : 

Augus t 1, 1939 

2 : 30pm 

Admiral Waeeche ' 
.llr. loloReynolds ' 
Lieut. Burke ' 
Lieut. Bowerman J 

llr. Hanes • 

IIK.Jr: Well, where are we on the plane? 

Admiral W: Arter talking to Burke and the 
rest or our people over there -- I was guided 
largely by Burke's Judgment on this thing-- ~-ke 
teele, and I agree, that the Lochheed 14 is the 
plane for you, 

I talked to Adml rlll Towers ' office today 
after I talked to Burke. He's away and I talked 
to his First Assistant. They said they probably 
could get from the Lochhead people, with cyclone 
engines, a new plane ae Burke recommended, in two 
or three months if they could take one out of pro­
duction from some other company that was manufact­
uring . 

HM,Jr: Some other contractor? 

Admiral W: Under contract to some other 
oompan,y , I th1nlt the Army have some under con­
tract and Burke said the Canadian Airways have some 
under contract, I f they could not get one under 
contract, he thought 5 or 6 months, but it will 
still a guess. He would have to get ln touch 
with the company, but Burke th1nlts there should 
be no difficulty in getting one of those planes 
in 2 or 3 months. 

Hll.Jr: I a m in no sweat about it. After 
all, I will only do a l ittle flying 1n September. 
UaJbe use a plane two or three times, but if it 

.. 
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could come along in t wo or three monthtl I think 
it would be very nice and, it you want a little 
help , Captain Collins, over in Proo rement, I am 
sure oould help. 

Admiral W: Yee, air. I know Collins very 
well. I will make a memorandum over to Navy, Chl et 
ot Aeronautioe , that you decide you would llke the 
Loohheed 14 with a description Burke will give me 
and ask t hem to take steps to advise me how long it 
will take to get it and when I get word baok , it I 
t hink it is unreasonable , I will get in touoh wlth 
Collins. 

HK,Jr: Thi s Loohheed 14 takes ott on 650 teet? 

Lieut. Burke: Yes, air. 

HK.Jr: What ·does our present plane? 

Lieut. Burke: 900 and some. 

HK.Jr: That Doughlae 65 that they want me to 
take ie about three times as big? 

Lieut . Burke : That 1 a tremendous. 

Lieut. Bowerman: A 20,000 pound plane as com­
pared to 15,000 on t he Loohheed. 

IIU,Jr: What does our present plane weigh? 

Li eut. Burke: 10 to 11,000. 

HK,Jr: A bigger plane . 
llttle Loohheed would do? 

You don't think a 

Lieut. Bowerman: No, sire. 

Lieut. Burke: Uuoh smaller. 
quarters . 

Cramped pilot's 

Lieut. Bowerman: ' As good perf ormance, but it 
h e:nall. 
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HM,Jr: You don't think it would be big 
enough tor me? 

Lieut. Bowerman: No, sir; I don't . 

JX.Jr: The other one ie eo expensive. 

Lieut. Bowerman: You oan 
equipment you want in it, Sir. 
aooessories, de-ioere. 

oarry all the 
Radio , all your 

Lieut. Burke: Without worrying about how 
muoh it weighs. 

Admiral W: The objection to the Lochhead l2 
was more on t he weight, getting radio equipment in 
there readily and without having to squeeze it in 
and keep cutting down. 

HK,Jr: Have the Navy in any way raised any 
question about what I want? 

Admiral W: No, sir. They simply -- Admiral 
Towers said he got word from t he President through 
Secretary Edlaon to get you t he plane you wanted and 
all we ~e supposed to do is tell them what you want . 

HK,Jr: Kao; do you think it's a mistake to 
UU ONE AS BIG J4 THIS7 

Kr. KcReynolda: I would hate to see you take 
the little one. liter all, you are looking for a 
III&J'g1n of ea.fety and if you get an overload you are 
taking your safety out. 

HK,Jr: Johnnie, I aaked them if Kartin made 
any paeeenger plane and he eaid they don't . 

Kr. Hqnee: He only makes the bomber. 

HK.Jr: Our present Loohheed takes off 1n 
940 feet and the Loohheed 14 will take off in 650 
feet. 

Kr. Hanea : Wonderful! 
oru.1ae atT 

And what will it 

•. 0 

.. 
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Lieut. Bowerman: 233 miles per hour at 10 ,000 
feet , dropping do~ to 211 at sea level. 

HM ,Jr: And at 5,000? 

Lieut. Bowerman: It will be somewhere in be­
tween there . 

HM,Jr: That 1 s using how muoh power? 

Lieut. Bowerman: 75~ power. 

HM.Jr: Fast! Does that mean when you get 
going, that you will reall)' be doing 220 or 200f 

Lieut. Bowermon: If you use that power you 
will get that epeed. 

Lieut. Burke: At 5 1000 m1lee you are making 
220 m1lee. 

Mr. Ranee : With a little tail wind, take you 
about 40 minutes to go home. 

HM.Jr: All right . I think we will do that . 

Now, if you have any question, which I don ' t 
t hink you will, Wr. Hanes will be here, because you 
have a written order from the President . 

Admiral w: All right, Sir. I don't antici­
pate any because Admiral Towers aaye the re ia no 
question in their mind. 

Wr, Ranee: The Na-.y have any of theee 14' • on 
order? 

Admiral W: Navy have none a t all. Only have 
one, a year old , which Towers uaea. 

clone 
1,000 

Wr. Hanes: How muon horae power ? 

Admiral W: Towers ' plane? 850, and t he oy­
engine which we will put in your plane i a 
horsepower. 

.. 
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Lieut. Bowerman: Aotually givea you 1~00 
tor take-orr. 

HK,Jr: Have they improved this Lochhead 14 
since Howard Hughes used itT 

Lieut. Burke: Yea, air. They have i mproved 
the take- of f characteristioa and have improved the 
landing characteriste, landing epeed, by the addition 
of elote • 

. HK,Jr: Does th1s have wing slots? 

Lieut. Burke: Yea, sir . 

HK,Jr: Is that what makes it take off so fast? 

Lieut. Burke: Enables you to maintain control 
over t he airpl ane at very low speed. 

42 

HK,Jr: No question in either of your minds 
tt~t t his model is a successf ul model? 

Lieut. Bower man: Yes, sir; i t is. 

HK.Jr: Johnnie? 

Wr. Hanee: I agree I wouldn' t take t he l ittle 
one. I would take the 14. 

Mr. WQReYnoldt: After all, in !lying you s hould 
have the safest thi ng and this is the be at you can g et. 

HK,Jr: Where are you goi ng to have your cut tera 
ttus year, around Greenland or Iceland? 

Admiral w: We can have one t here . 

HK ,Jr: Any excuse to have cneT 

Admiral W: Sure ! We can have a survey on 
this ice patr ol. That ' s right up in the iceb~rg 
region and s ome of the oceanographers would be t i ckled 
to death to go up there and make some observations . 
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Oelo? 

Hli.Jr: Do :you need 1 t ? 

Adm1ra1 Waeeohe: Yea, sir. 

Mr. WgR: He ' s a good officer! 

HK.Jr: Where would :you be doing this studying\' 

A9m1ra1 w: Up around the west coast of Green-

RK.Jr: How long is 1t from t here over to 

Atlm1 ral. W: I should sa;y, roughly, about 1,000 
or 1,500 miles. 

43. 

Hli.Jr: Seriously, is t here work to do up there? 

A4miral w: Yes , air. 

Hli ,Jr: Don't you t hink it ie a good idea? 

Mr. Hanes: Yea . 

Admiral W: Aa a matter of faot, The International 
Ioe Patrol , original plane were we would have a cutter sta­
tioned at Nova Scotia ana Azores and when the war broke out 
one of their eh1pe started to the A~oree, but under inter­
national treaty and under the law we han t he authority to 
maintain North Ooeanio control all toe year round. 

HK.Jr: But on th1s Ioe •• • • • 

Admiral W: There is some ecientif1c work tnat 
could be done to great advant age 1n th1e general Ice Patrol 
set-up. 

HK,Jr: I think 1t would be a good idea 1f you 
really have Juetif1oat1on. 

A4m1 ral w: Yee , air; we have. 

There ia Juet one more point. These Hall 

... 
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aluminum planes, when we had a oraeh a month or eo ago 
they f ound a weakness whi ch ie being corrected. I have 
issued instructions not to fi l l t hose planes or land 

44 

them in heavy water until that work is done and in the 
course of two or three days some of them wil l be completed, 
I have limi t ed t hem t o smooth water landing until that 
part i s strengthened. 

l(r. Hanes: What's the matter wi th the Grauman ? 

Admlral W: The only reason we suggested to the 
Secretary not to fly i n that was because we wanted t he 
pilots to have more experience with t he planes. Apparently 
easy planes to f ly. We felt, a s a matter of safety, that 
our pilots should fly them quite a few houre before the Sec­
retary flew i n them. 

HK,Jr: Ie it all right? 

Lieut. Bowerman: Oh, yes, sir! 

HM,Jr: I asked f or it in connection with going 
to Bar Harbor. 

Wr. Hanee: They don ' t care if I fly i n it, but 
won't let you fly. 

HK.Jr: Be carstul during Augys t because if any­
t ning happens ! don't want to ha'f'e t o c~ baclt! 

Admiral '1': , We : will take care of h111. . 

HK,Jr: I understand a Grauman will be stationed 
in Washington to t ake care of l(r, Ranee, back and fortn o'f'er 
week- ends. 

Lieut. Bowerman: 
plenty of training in it. 
every day. 

I think t he pilot should have 
They have been flying it almost 

HK.Jr: Don't le t Mr. Hanes go until you are 
101~ sure. 

oOo-oOo 

.. 
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TO 

SubJect : 

TREASURY DEPARTMENT 

INTER OFI'ICI!: COMMUNICATION 

Secreta~genthau 

Mr.H~ 

DATa August 1 1 19}9 . 

Reasons for using the •Food Stamp Plan• tor the 
distri buti on or surplus commodities to priva tely 
employed, non-reli ef famil i es in low income grouoe 
r eport of telephone conversation with !.lr. L!ilo Perkins , 
President of the Federal Surplus Commodi ties Corp. 

The first reason l.lr . Perkins gave me tor using the 1 Food 
Stamp Plan• for t he distribution of surplus commodities to 
pri vately employed, non-relief famil ies i n low i ncome groupe 
was that prior to this year the Appr opriation Act of t he Depart­
ment of Agriculture limi ted surplus food distributi on to f amilies 
receiving public a i d . This year that l i mitation wa s removed. 
In view of this he sai d they felt obli ged to at least make a ' 
start in the distribution of surplus commodit ies to low income 
groups i n addition to relief gr oupe . 

The Shawnee, Oklahoma, area progr am, he pointed out, wae a 
very small experimental teet which would get under way around 
the first of September. They plan to uee it as a study case, 
and he felt that even with the most f avorable results it would be 
some time before· a similar progr am would be ini tin ted else1vhere . 

The Shawnee city region was selected because the local 
groupe in that area, such as the retail and wholesale grocery 
trade, bankers , etc., had expressed their eagerheee to cooperate 
in the operation of t he plan. 

I r aised t he question as to why t hey had not taken care of 

all the people receiving publi c assi stance first . Ur . Perkins• 
reply was that even t hough core ra~id progress is being made 
than is apparent from the i mmediat e results, it will take several 
months before t he s tamp plans are opera ting effectively i n the 
various cities . It is necessary t o organize trained forces to 
set t he plane up, but once the personnel is trained t he program 
will go along at a geometric rate . He felt that the study case 
on di s tribut ion to non-relief famil i es should be started simul­
taneousl y with t he development of the di s t r ibuti on to rel i ef 
famil ies . 
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August l, 1939. 
g:55 a . m. 

H, l-! , Jr: Hello. 

Buttertrorth: Hello , sir. 

H,H, Jrl How are yout 

B 

H.!-~ . Jr: 

B 

H, !!,Jr : 

B 

B 

H,M,Jr: 

B 

H,H, Jr: 

B 

H,H, Jr: 

B 

H,M, Jr: 

D 

H,M, Jr: 

B 

P. , J.I, Jr: 

Very well, air, I 1m looking forward so muoh to 
seeing you, 

Good. t1e 1re off t omorrow, 

Fine. 

Butterworth, I havo received a ceaeage from 
Sir John Simon, •••• 

Yes. 

,,,,both from Johnson and from the Embassy here. 

Yea . 

And Sir John Simon - are you familiar Wi th itt 

Oh yea, I know about it all. 

I t ake it it came through you. 

That ' s right. 

Nov, what I 1 d l1lte you to do 1 s this: t ell them 
we appreciate very muoh their kind invitation, 
but we don't expect to get to England until about 
the first of September. 

The firett 

Yes. Until about September 1. 

September 1 , I see. 

So, inaemuoh as hie invitation ie tor August , ••• • 

Yea. 

,,,,we won' t be able to accept. 
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B 

H,M, Jr: 

B 

B 

H . 1~ • ..rr: 

B 

B 

H.H. Jr: 

B 

P. , l·!. Jr: 

!l 

H .~ .Jr: 

B 

B 

- 2 -

All r1Cht, I 1ll 

But 1 f and ~1hen we do ge t to London and he 1 e 
ther~ and hi s engagomonte are no t t oo pressing, •• •• 

Yes, 

•••• maybe I oan see him officially, 

Ri ght , I' m SUI's tha t will be arranged, 

l·lha t 1 s tha tt 

I'm sur e t hat will be arranged, 

Well, what t~e State Departoent i s telling the 
various people that I ~1111 do only t hose offi cial 
things ~nich are absolutely necessary. Seet 
And nothing else. 

Yes, sir. 

But, I 111 have n chance t o talk to you when you 
meet us . 

Yes , I ' l l meet you nt Southnnpton. 

Notl , ·.~e have three o1• four hours in London, 
haven 1 t we' 

Yes, your train doesn ' t leave until a little 
after eight, I t hink. 

At night? 

From London. I t depends upon what tine the 
Normand1e docks. 

I see , './ell , then we can go to soma hotel and 
s tay t here tor a coupl e ct hours, can' t we? 

Easily, 

lfuatt 

Oh , easily, or you coul d come to my house, 

.. 
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H, J.!,Jr: 

B 

H,M, Jr: 

B 

P. ,M,Jr: 

B 

H, J.!, Jr: 

B 

H .M. Jr: 

B 

H .!·~.Jr: 

B 

B 

H,H,Jr: 

B 

- 3-

Well , we can - we ' ll talk it over when you 
meet ue, 

Right. 

1·/e don ' t want to put you to too much trouble . 

No, it won ' t put me to any trouble at all, 
I ' m looking forward eo much t o t he ' pleaeure 
of seeing Hrs, ~!orgenthau and the ch ildren 
as well as yourself . 

Now let me ask you this - t his is very important -
in September in London do you need a heavy winter 
overcoat' 

Ko. 

You do not , 

No , 

Well, that's important . 

Perhaps you should t ake a spring overcoat ~11th you, 

':/ell, I have that - a black overcoat . 

The Ambassador i s down at t he Mediterranean? 

Yes, he's down in Cannes. 

When doee he ge t baokt 

On- well, he didn't oay when he left here, but 
I should think it would be about that t i me. What 
he said was that he hoped to s t ay on and gat a 
good vacation, but he was not setting any particular 
time for his return because he didn 1 t \1&nt to -
if he did have to coma back - people to say, "Well, 
the cri sis must be awful because he's come baok.• 

I see, 'ilell, answering Sir John t his way is all 
right, isn1 t it' 

Oh yes. 
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B.M.Jr: 

B: 

H.I.I.Jr: 

B: 

R.M.Jr: 

B: 

B .W.Jr: 

B: 

H.ll . Jr: 

H.M.Jr: 

B: 

R.!l.Jr : 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

R.M.Jr: 

B: 

- 4 -

And you ' ll tell Johnson? 

I will indeed. 

All right . Now ••• • 

He asked me to say to you how much he was looking 
forward t o the pleasure of seeing you. 

Good. Well I think we're going to have a good 
time . Theref s no use, once we ' re on the boat, 
worrying whether there ' s going to be a war or 
not. 

Oh, no. 

There ' s time enough to worry if there is one. 

Oh, I agree. 

What? 

Yes, I agree, sir . They keep pushing the date 
back now. 

They do . 

Yes. 

Row far back have they got it now? 

Well , they say that things are going to be 
quiet they hope until the party rally. 

\Then is that? 

You know - the Nuremberg rally. 

That•s in September, isn' t it? 

About the - well about the 7th of September, 
I think. 

I see. 

No one r eally knows because it all depends on 
Hitl er. 

Right. All right, I ' ll see you then in about a 
week. 
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H, I~ , Jr : 

B 

H.~! . Jr: 

• 0 • • • • • • 

Goodbye, s ir. 

Goodbye . 

- 5 -

And bon voyage I 

Thank you, 
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Ia -- .. ,.... _,_,_ &at ........ , let .......... 
tiM ,......, ttl tllo lta\o ~' tor tl_.al o.,.n• te 
lie _, te ...... AMrt•, W• h te ......... tllat I "-" taar.. 
tllh •ttar .. wttll VMer ..... ._.. ._.,. Well• _. I • 
......... liSa ..... U..t W wtU ... a fhUUI tu apert te 
0.1-'la ...U .-alltht te ....... • tile -'JM' •' '-111•''-
_. ...,._latl•llui• fer •....nF at,.,...... ell u.,.., .. 
la 0.1 ....... 

hr JWI' lahftatlea, tile 1.-tarF .-.. fer • .,.,.. .nau .. •' .,,ooo la tiM llftllel..., ll11 l• •n• te tttt.., 
u,ea- ., "'--7 .. 1.,. .. b ............... n.,aru.t 
ter ...... Allert• wltr. I -.. ,.., 1_ .. tllat til• 
llftlleltMIF llll *&till - la\Ntu .. , .......... _..., at 
- tal .. - •....n•tt• tor Wo I!Mltl-.1 .,,000. 
•w;w, I foel wn U..t w - flat ..,. at - •t 
Meletl .. tile ltah D .. • • ••t la till• wltr. 

(Slgned) ,T•' , 7/, :1 •·'~ 
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hft llhor t Ulad. wUh 7'0il oa \lie \elopllne """- I 
oallet \lie .lpp oprla\loao ao.t\\M M4 bara..t \lie\ \he 
Dettet-. liUl 1a ......... ha4 .............. ,., $50,000 
\o '*- _. fit \he ftll-10 h -..Uoa wt~ \he ... . 
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p\ U lw•et 1a \lie ~11 wbea U ralhn \he S..\o 
wrwpr1a\1Gu o-1\\M. J wtll \17 \o ba,. u Saol•et 
thoro W\ \he proepen h .. , llrlatr\ ual"• .. - IM -
... s.'- pel'bllpo fro. \he '"-ita\. 

Ia the _,llu, J hi.Ye a \aa ...... ..,alla'llle • h 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

August 2, 1939 

mi>RAilDUiol POR 'll!E SECRETARY 

This ~:~oming at l01JO Lord Riverdale and Sir Owen Chalkley called 
to discuss the functional organization or the Procurement Division. 

Lord Riverdale stated that it was contemplated to establish in 
this country a W.ssion which would operate in the event or "Wr as 
the solG purchasing agent or the British Goverrll!lent. As an al tema~ 
tive he stated they hnd also considered the creation or a corporation 
similar to Urtiversal Trading. He was particularl y interested in the 
functional organization or the Procurement Division with particular 
reference to those parts or it which might be applicable to any 
procurement agency that might be set up by his Government. The in­
formation given him was or a very general char acter and anST<ered 
the questions which he naked . 

In leaving he stated that the results of his visit to this country 
would be pr esented to the Bri tish Cabinet upon his return to Engl.;l.nd 
wit.'l recor.mendations that either a British Mission or a British 
Conpai\Y be formed in lieu or having their purchasinq done by a 
private American corporation as was the case in the last war . 

Lord Riverdale further stated that he had had similar discussions 
with repreeenta ti ves of t he 'lar Department and is planning to call 
on the Paymaster General of the t avy this afternoon. 

t:one or our publications was asked for or given. 

E:3 
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"ecreta.-y loiorgontbau: 

tlocretary liallace asked 

me to send you the enclosed 

Yersonal Secretary 

1' 

\ 

I 
. " 

• • • 

·' 

• 

' • 

~ 

! 

~ . .' 
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!he 4ro1ach\ oolatare-, ooiiPI'1•1111C rliS)NaaataUTea froa atataa 

of \he llorlh .. , upoll, Mt with Diracnor ._ w. MgoMehr u4 

recloul uacuUne a\ 9130 thb IIO%'Ilillc• 

laporte of d:tot!Cbt daap to faN orope ware llada b)' atata rapra­

ectaUYea lllld 41eou.u1oD of ennt of 4aaap u4 propoeale for epaolal 

eo1l•1111114111C praoUoea to repair 4aap \o I!J)r111C .. e41111C• of bleu.lal 

u4 pereu.lal lac-e u4 p-uaea.,.,.. heard. 

!he oolat- a4optacl the followliiC procru for reoo e 't\to11 

\a MpJa'atrator L M, ....,_ at 21JO P••• iod&7l 

1. D .. lpaUoD of dro'QSh~ ocnmu .. 

a. 'Dpoll reoc..,e\1olla of State Coalttaea 

2. Ia daelpatacl d:tovcbt ...... 

a. Zetablbh rate for e:l.~r aM4111C' io 

replace epr1Jic ..... ,IIIC• ld.ll.,S 'b1 the 

4ro1acht at a rata of .3.00 per ....-e. 

11, Oil farea oa 'llhioh \he racui&r ao1l•b111141111C 

allo-• hu lieu uad for otb8r aoU• 

b11114111C praoUoee, PIIT for e:l.d.-

..... bp 1ll exoeee of the al~ vp to 

a au:i- of o_.llalt of the aU-. 

!:be repree•taUTaa fJ:Oa the atat .. pollltacl ou\ thai DOt o~ walcl 

noll .. adliiCa q1l1okl7 pa ilia fareere baok 1Dio their 110real roiaUou u4 

r~r eo• of the eora laaUnc 4aap ot tile d:to11&bt, bllt tha7 'IIOulcl pre­

Teet preerare for alleo...,. upau1oa of .m.&t uc1 OOI'Il acr-e- 1a J.9IIO • 
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U... 1&114 1.tt baM '117 the ta11we ot 1939 epr1Jic eeed.iJip • 

.&e atd.-r a..U~, 'lObU e uUrel7 precti oal, are 'llml8'tleJ. 

in lliiCh ot tha area, a large ..ount ot ed-Uollal vom will be uoe .. &l'7 

it U...7 ara to be widel7 adopted '117 tarura. 

l!eaY1eat pari1c1pa\1on 111 the propcaed apeoial prograa h 111141-

cated b7 Wev Jera117 and CoiUUictiout, with leuer parUcipaUon b7 •ew 

l ev Ba.pehire ••••••••• J, OOO acrea 

I 

lho4e IalaDd.......... JOO I 

I 

•~ To~ •••••••••••••• JO,OOO • 

•ew Jer•..r••••••••••••l,,OOO 1 

~eDAatl~a.••••• • •••~t500 I 

lo\&1 .••• ••••••••• 56, 300 acre•• 

£6 

.. 
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JROK: .American Embaasy, Berlin 

.o.: 733 

DJ.TE: .&uguat a, 1939, 3 p . m. 

t9Y 
Reference 1e .-de to my telegram no. 110fr, of 

July as, 1939, 3 p . m. 

:lo. 51. JOR TREASURY J'ROll HEATH. 

An officer of the Schroeder Banking Corporation 

who is in Berlin at the preeent time 1n:torma \111 that 1t 

18 doubtful that benka 1n the United States will be 

willing to make any of their oredU lines oovered by 

the standstill agreement available to ftnance purchases 

of American cotton by Spain or that it will be insisted 

by the Reiohsbanlt that they do eo. Spanish firma illlport­

ing cotton from the United Stat88 are already receiving 

•considerable credits• from Swiss banks, the informant 

stated. He eaid thai banks in 9wiherland had had a 

good deal of experience with business firms in Spain, 

and he remarked that if neoe81ary, the lhnsa Government 

could inolude auoh credits in some kind of a clearing 

arrangement to protect them. 

~ : . 
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PARAPHRASE or TELEORAK R&OJ:IVED 

J'B)Il: American Emb&aey, Berlin 

BO.: 724. 

DATE: Augua~ a, 1939, 4 P••• 

Reference ie made ~o my no. 583 of July 3, 6 p .m. 

It ia ineieted by Barb&r1n, head of the lbaeian 

delegation ~o ~he Germa:o.-lb .. i&n ~rade negotiation• 1n 

Berlin, ~hat the negotiati ons are etill 1n a purely 

preliminary stage, 1n spite of the !aot tbat ~hey have 

been 1n progress for more tban a aonth. 11hen a member 

of the Embaeey eta!! talked with him regarding the 

proapeota of the negotiations, Barbar1n was extremely 

retioent but the impression waa gained that it waa 

expeoted by the ~aaiana that they would be able to 

agree with the Germane on some 1noreaae 1n trade. 

A oonvereation was held yeeterday with an authori­

tative German souroe, who said he waa opt11111stio over 

the outoome of the negotiation&, maintaining that the 

Soviet Union ia 1n a poet tion where 1 t hae ~o import 

industrial equipment and machinery for replacements, 

and Germany ia either the only aouroe of supply or 18 

the 111011t eoonomioeJ. eouroe of aupply of these goode. 

The prediction was made by the informant ~hat the result 

of the agreement would be that Germany would again 

impor~ 

€6 -8 
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taport aoo,ooo,ooo .arks worth of goode a rear froa Ruaeia, 

which .. the figure attained during the period l933-l9:l6, 

lihUe Geraan illporle troa lb.l .. ia in 1.938 reached a total. 

of onl.y 47,000,000 •rke. It wu indicated by our intora:o.t 

that the Germane are ohieny interested in increasing 

imports of potrolfllllll, lUIIlber and manganese. 

Please repeat to Treasury froa Heath. 

I:I~ 

:r J:' . 
J 

• 

U:J:B 

.. 
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Senator !:cAdoo ' s wire wb1ch Wl\a r ee.d to ce over the 

"""· st-/"9 -·- . ce > > 

(s tcned) John w. Hane• 

Under Soc 'y ' o of~1 ce se~t to 
'llh1te P.o•IU - ~3-39 - 5:!;5 P. l.!. 

1n1t1elod ftle to Pcl e7 ' s o• • tee 

67 
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Hon. IIUliM G. Jlc.&doo 
311 C~lfornia Street 
Sr~ ~rnnc1aeo , CAli~orn1a 

TreMUl'Y Dect•1en 49925 pu'bliBhed t odny pr ovi des tb~ t tho 
oxo~tio~ or ~ hundred dollars accor ded r e•iden t• of tho Uni ted Sta tea 
•h:ul no t "• "!';>lied to '!JlY pol't i n Colloction Dtotrict llo. ~5 (s., 
Ditf'Cl t o arHcle• acqu ir•l in the Republic o ~ Uexlco 'b7 a r eturni n& 
r"tid~~tnt of' t':c Ur.ited St.et ea, u.'"'l.latr tuch r esi J.ent hP..~ re:n.&inetl 
beyon-t tt~ terrl tori<'~l 11::::1tP of the United St~t efiJ for a period of 
not l 1r.o t~~n t~enty- ~our ho'Jrt STOP The regula tion 1• effective on 
t~• dfty ~ollo~1&7 the expi r~t !o~ o~ nin~t7 dft~· •!ter July 26, 1939, 
-itb respect to goodq •. rriv! ng s t o.r.:• rort l n the l!::•. t~d s t-tea 
..,, • .. ~r·• entr; ur.~er the lrundred dollar exc::pUon 1• clahJed by 
-4~~on o: the arriv~l o ~ a rca11o~t of the Unit~ St~~~s ~~ ~~· 
·eturr~t to ~ por~ 1n Collection ~1~tr!ct no. 25· 

Since the decision has 'bo•n publir.h~d, I •·t;:~;e•t yo·; !'tl'b.,i t 
to Trf'I\Aury Depr-.rt::~ent "h.!"O!""'! U:e f"~1r"'lt1o!: of ~'~ ninet;t ~ f .... '~" 10d 
on;t :•nt t er• which in you,- opt ni on bov upon the t>.dvisab:lity of t he 
1o~·~c• of t~o Deci• ion . 

FrM!tlin D. Roosevolt 

!.!1:'/ep o/3/39 

.. 
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Auguot 3 , 1939 

Hton Tulle;r, White HouM, Cl\lhcl o.t 3: 03 an~ gave me t his 

co•ongo: Tho Pr eslcent a~ked mo t o CAl l the Secr etary and r end 

ht~.o a lf!re roceived f roc Sona t o r UcAdoo whi ch re,.ds ao !~llows : 

'rt h reported that the Troa$urJ' DepLrt'll~nt pr opo•es promulgAtion 

kl(;•lll t Jd r •/'Ulntion-; r equir!:>g v!o!toro t o ' 'exlco nlo:>& Southern 

Call '"'rr.~ .. 'l)?u."ld.ar:l to rf'.J~in ""'t hours l r !lexi co b~fo:-~ ·~ttey Cl\n 

'" r! .. - 1 ~ to tJr.!tfl!'>tl S~"l tes rurcl-.. -..11ee lese t !'-e.:: ~1')0, t:o"-=-"·er, s~l, 

lfithout ~n:·t cr dut;;. I hoJ:e t~!• rer ort tr !r~~r-ect . S=h 

r1. if\er1 o1n" t1on s.cnl as t So·.1t.hern Cnl.ifOl"lie r1nd n~ tour!~t~ who 

COI'IO h•ro h ir. Ill;! opini on of dou'btrul con•t1tnt1onnlity and 1• no t 

JuaUfie~ on econocl c or !JOll tic~<l e:·ounds. • - He also soy• t t.ot 

ho wl '· untly &!l!'r·~! - te 1t ~~'tho Pr e&ident will Pu thorl :e t he 

Trea•ur;r t o d•la;~ ~hl· crcl.•r u"\t!l t he l're lident c~" ac'}UlU.•t hl 1t 

' ully r •,.,l'rd1nG this . 

The Preci dent wo~ld liKe ~o kn~w •hnt ki~ of An•r.~r (wire) 

ohould b• prep~red ~or ~I · "l,n•turo to : h• Sen~tor - woul d like 

t~ hnve thla today. 

C9 

.. 
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LoN &l•eHal•- .. per ilia I'HJIH\a to \he •-•'-7 et 
\be frMftr7 u4 to tbaalr hill fer \be -pa:ra\he ..... r la *lell 
\be Pro __ , DtYleloa ba4 "-'let bh r~o\ for latona\loa. 

1\- ~' \M 11'1\leb are uobfta et M\\lac11P a,..... 
ellaelac ...-., la W• _,,. tor \be ,_,. •• at -,sac r.­
M\arlale. 1\ h \belr 4MlH \be\ \bq eooperate wUh \he pv­

ohaelac 4eparta•\ at \he r.tel'lll OoYt~a\ buoe la order \be\ 

\helr po~HhaoM ..., M\ 'M .....,.uun or la •atllc\ wl\h \he 

,......... .. at We O..as oa\, le e\atet \be\ \bq bel. M\ .... 1IP 

\hwlr &1114• ullal\el7 .... how \ hq ww14 pi'M ... wlUl \Ida -

at ealoa, 'Ma\ \ba\ he ba4 111'1•-' a craa\ leal of 'MaefU rroa llh 

YleU a\ \he rro.ar-t DtYlaloa all4 •• •• II~• we6 N.olr \1 

-.,.11114 Yla In Ton aat C·==h ~ \he 4achloa ...,,.u •• 'M ..... 

u\ll be HoVe& Ie•tn. 

Lori lllftl'dale e\a\14 \he lrl\leb wen terrllllJ 4aalroaa of 

l-autac \heir pal'ohatM trca \hh _.,. all4 -• la a poalUoa 
\1 4o eo leate41ate17, loa\ \ha\ \he ou \htac wlliell eoa\'-' .. 

lla\her ttae. - \be u\\er et reratp notaaap, Ia a teW \bet 

\he uta .. re.Ue bluoa of \rate -cataat IIIClaat llltw•• \he , .. 

-\rite alll\a\M ••rr 1ercal7 afll'iae\ \helr adtac erlnal'lllllal'7 

hr .. pvab&IM a\ \llla \lMo 

.. referrl4 \1 \he 41fftoel\7 1U>4er \he .Tollluoa -'41\ all4 t\a\14 

\bat la bte oplaloa U - a oal..&\7 \bat \ he ho -trite aoull 

M\ errlft a\ a aaUetao\orp oattlHift\ of t he 4e'bt. lie --' 

enr-17 aast- to tAlk a-.a\ \he le'b\ Cl'lea\loa. lie referrl4 \o 

U..., tl•e 4wtac bte coanr .. u oa aa4 l ptae4 a 4h\lH\ ,.,. 

PFM•l• \be\ he -•-' • \1 11011<e the ....,..euoa that " ea\ar 
la\o latoraal aapUaUoa til' 4hCIIlaoloa upoa \be ,uoUoa ot a proper 

ae\\1-\, JCr lapneetoa ~'be taoorrao\, 'Mat l llallne \he lrlthb 

are \ldllltllll la .. n n e ,_ of atar\1111 ooanroaUou trl\h nr 

Ia•• •• l"*Sac toward u eol,Jiod.Soa\loa of \hh q-onUoa. 

• 
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... Wa O.UlH - la .. MftH u dflalalJ.F .._. .. 

,.,..nx\a\l,.. et \M llrlUtla ...,__,• ... 11M ..._ -' .. 

u lir \M ..... 11' a 1 1 '• txhf lir '-'& • ......,. W nat.-

\Mlr wlltr at tile hPire••---• ll't'llaloa. ...tala O.lllao ..&1 tllal 

te W •-.& .u .... u- lir Cl'llac \tea eMil lalo-llx • 

-..,. llftlla\lo .. tto .-oral ~l .... , .. ,., \11&\ t11a 

lrl\lolo ropHHII\o\l,.. ..... •ttrol7 oo\loftof wUia \lao lllfop.. 

M\loa \laoir lla1 NMSftl. 

71 
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PAJLODAU OJ DLmiAil DOIIVD 

,_, •er1oaa •bUay, lerl1A 

JO.l 718 

D.t.!l : jqut s, 1959 

71-A 

Weranoe 1& .ada to 117 DO.' 8&4 of July 151 10 a. a. , 

p&rai%&ph ., • 

OOPmllfUL, A aeaber of the •bu•7 a~f b.u 

bea 1lafo:raed b7 an autb.or1t&t1Ta Ge:raan aoaroe tb.&t 

beoauae of ttae u.aent bo011 1la other Al.ropean ocnmtr1M 

Qe~ fi:raa had nry reoenUy reoe1Yed 1laor ... ed aport 

ordere &D4 opportwUUea. lie aa1d, how8Yer, tb.&t ttae 

faot tb.&t there wa an aOGUallaUon of ordere for ttae 

Ge~ &zll7 (wh10h atU1 reoe1n pr1orU:r) .ada U 

111poa&1'bla for aoat Ge~ aport •m,fao~n to take 

&dft.lltace of tke aor ... ed opponwuuu beoauae ttae:r 

were UD&ble to offer de11Yery tu. tb.&t wre aauafao­

tory. It •• uaerted b7 ttae 1Afo:raant tb.&t auuar,. 

~pp11ea and aaoh1Dery for fore1sn araaaent 1D4uatr1•• 

were DOt the oD17 11Dea 1la wh1ob. there aa 11rproyeaent 

1la the opportwllty for export llllt that an 1DoHUl-. 

d nA fer nor dHt&ry goode aa &OooapaAJ'Uic the 

•a at bo011a • whloh were t•kh& pl&oe 1A fore1p 

eountr1M. It aa .tated tb&t, for exa.p1e, 1f 1t 
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lreft DOt fo:r tM Hflual of ~ Ge:rMa 0oTHIIIIat te Clllt 

4o'tlll em 1te 4oaeeuo a:raaent p:roc:raa, 1t 110Ul.d 'be poa­

elble fo:r Genan7 w lno:reue b)' a oon.1de:r&ble ~ 

lte aporia nen w .IDgland. 

YUh :rafe:renoe to the t:r&de ag:reeaent wUh Japan 

whloh ... :reoentl7 announoed 

•••[Piou.:r eou.:roe of 1nfo~t1on uated tbat elnoe the 

t:r&de 1e em a one to one baale, the :ratio of Qe:raan 

expo:rte to 1.po:rte f:roa Japan 1e oaloulated at a llttle 

le .. tb&n f ou:r to one. He etahd that he -.. opUaleUo 

u to Japan '• ab1lU7 to eeou:re f o:r a oonalde:r&bl e t~ 

euff1o1ent fo:relp ezoh&nge to oon:r thle def1o1 t 1n 

Ge:r.&D-Japaneee t:r&de :relatione • 

.U 7-'* 'the:re baa been no eoluUon of the p:robl• of 

Ge~ t:r&de and pa,.aente w1 'th the new 8te'te of 8lon.k1&, 

aooo:rcU.Dc t o thle lnfo:ran-t, and he 1nd1oated that an 

71- B 

.. ~,. eolutloll 1e not fo:reeea etnoe the a.- OO'Ye:rDaent 

doee not rieh at thle Uae to lnf:rtns- upoD the eonre1gllt7 

of llo'l'&kla b7 tn.lettng that that State ente:r lnto a 

ou:r:reno,. and oueto.e Wlloll nth Oe:r-.n,.. !he queeU011 1e 

Dot 01117 one of OenanJ'• d .. l:re to lllpo:rt moh ao:re fro• 

8lon.k1a than the llo't'&k aa:rket o&ll abeo:rb of Qe~n goode, 

but Ge:rMJ17 baa a4a1Uecl 70,000 labo:re:re f:roa 8lo't'&k1& and 

theee labo:ren .at 'be allowed to eend thel:r ..... lns- to 

8lon.k1& 
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llon.ta o:r "o :re~ "he:re wUh ,h... Be sW.hd U.at an 

~:r~ent of Sloyat soTereignty would not neoeaaa:r11y 

be iDTolTed 1n a ou:r:renoy union 1f Ger-.ny had a free 

aoneM:ry a yet•• BonTer, ..he sated, if a aua"ou union 

with Slovall:ia were brought about 1n order "o preTed 'he 
Ge:mNI exoh&nge oonuol eyst• froa ooll.&pa1JIC U Would 

be neoea.a:r7 for Oer-.n7 to haTe, aay, 3,000 foreign 

exoh&Dp oontrol offioera 1n Sloftki& 1n Tin of 1ihe 

~axobange reatriot1one, whioh he thought would oon­

t1=• for a oone1derable tae nen if there were a reel 

:relaxation of international tension. 

u ._. aleo aahd b7 the infor.ant 1ih&t u l one u 

the 35-peroent addi1iion&l duties were t.posed b7 the United 

8W.tee tb£e wu DO proepeot of 1Doreaa1nc Oe:mNI expone 

"o the u.s. Be sated that the Oel'liiiiJl eoonomo authorities 

bad reoeiTed a grea" .any p:ropoe&le for reoiprooal t:rac11Dg 

soh- froa OerMn exporUnc fir• and also froa Aaeri01111 

exporhn and t.pone:ra. .All. of thea, ho ...... er, iDTolTO 

p30Uoee defined by 'he thl.ited e•tee !1'-ry DepUtaen1i 

as ooneUtuting expor" aubeid1~•· Be ••~ ~i the 'IJDUed 

••ts• .. the only oountry wbere the boyooU of Oe:rMn 

sood8 .. still of deoisiTe t.por1i&Zloe. 

neue repeat w !':rea.ury u no. 53 f:roa Baa,h. 

nu 

U:D 

.. 
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'l'o: 'l'he Socretary 

From! L1r, Bane a 

Cabinet J:leet1o:- "-· ~--- ~U.'lUSt 4th, 2 o'clock 

Pr~aen t : The President, Undor Socret RrY of State Welles , 
Under Secre tary of the Trcaeu.ry Banes, Aaoi stant 
Secretary of War Johnson , Attorney Qener4l Murp~, 

Aa~iatant Secretery of the llavy Ediaon, Secretary 
of Agricultu.re Wallace, Under Secretary of Commerce 
l!oble, Secretary of Labor Perkins , e.nd Vice 
President G~rner 

Tho Presi dent brought up !or discussion the sug&estion th9t 
hi-a been cwle to hiJ:l on several cc04elona concern! ,.; the formation 

72 

Of tl:e (;OVOr n:ltntal COtl:liesion !or t he purpOse Of studyi%11: the 
po~81bl llty of the Pederal GovernJ:lent f oa ter i nt Art edu.c3tional 
projec t s all over the count !"/• I t I a t he Preo1dent 1 a seen that 
~•rhape ! rom t he s torer ooms of t he voriouo nrt museuos ca.~ be eathored 
t otether a good representative collecti on of works of art !rom all 
rart c of the world thet mi ght be transported ! rom one part of the 
CO\Ui try to tho other, accompanied by l octw·era , which would be of 
great educat ional velue to t he people. ~to a lengt h¥ diaeus•lon 
enau•d wi th t he net result that t he Preald~nt su~eated the appoi nt ­
mont of ~ comoittee W\der the leaderahip of Ur. Ed Bruce of the 
TrGaoury, nn~ to con•ist also of a repr~aentative from t he Depart­
l>&ntft of co.,.,orce , A._o;ricultur e, l!:duceti on and Security. (I h&'IC 

~•ked ~ Bruce to come to ••• me in order t hat I m1~ht explain thla 
oiaa~on ~re clearly ~o him.) 

Under Secret3rY Welles reported tho lar&e•t oob111:et1on b7 
Oeraany in peace tice history , to be eoapleted about s e,t ember 24, 
and lnYOlYi ng the ~blli~atton of 2,}00,000 men. Re atated in hie 
opi nion t he critical pari od ~th which tho worl~ i s confronted would 
be between the 2d and 15th of Septe~~r. He r eported that t~e German 
fll\l'nclal condition was get tin£ s teadily worae . 

Louie Johnson talked for a f ew minut ~~ or t he subject or airpla-~• 
product ion and progress being made In t ho purchase of plsnee. 

Tho following per •ono had nothing to r eports Frank Uu.rphy, !dl!on, 
Md l!!d Noble. 

.. 
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Secretary Wallace urged that all depart2ente i nterested should 
cooperate w1 th the Departoent of A,vicul t ure i n encouraging tha 
rro,uct ion of non- competitive productt i n Sout h Amer i ca. The 
Pret ident made the specific request t hat Trtaaury, Co=cerc~ , and 
A6ricul turo cooperate ln every ·~ potcible for t he ~urpoae of 
creating closer contact wi t h South America . Re auegeet$ t hat we 
give al l po•eible ai d to the State Department , especially i n man 
power and experts , in order to foet or a bettor feeling in South .~ericn 
tow~r~ the United S t~tes. The PreA1dent s t a ted tbnt for every one 
man that thi s Oovernnent oendt to South Ameri ca , the Germano are 
aendinr ten. 

1La4Ql:le Perldne reported to the Pr .. ident an agrcecent had been 
r tnchtd in co=mi ttee on t he General Uotort s trike, and t hst announce­
mont 110uld probably be cade over tht wul:-end to that effec~. She 

r eported further that she baA learned that t her e wpa a pick- up through­
out t>,e "bole steel 1114\!stry. Lastl y, •he intoned the President 
t het t he !ethlehe= Steel Cocpany wat t he lowett bi dder f or the 
lla.r1 u .. e Col:llllite! on ' • three ne" ahlpo . 

I t '" "' a thort meeting and adJourned a t ;:20. 

c J ' IJ..) .---\-\-:" 

c 
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SECrEtary of StatE 

Vlashin~;ton 

1444 1 August 4, 6 p. m. 

FOR THE TREASURY. 

GRAY 

Paris 

DatEd Augus t 4 , 1939 

REc 'd 2:35p. m. 

73-A 

This ~orning ' s Journal Off icial ~ublishEs a lis t of 

about 60 i ndus t r ial products on v1hich quota r Es trictions arE 

rEmovEd. ThE CommErcE Llinistry Explliins that thE itEms 

affEct~d wiu ch i ncludE cErtain tExtilEs, hidEs and s ltins and 

machint ry arE thosE for which thE quotas WErE not fully 

utilizEd . ThE tnpor tanct of thE mtasurE which is t aktn in 

conjunction vti th similar stEps by thE Btl gian GovErnmEnt 

(abolition of fiftEE n out of Eighty products hithErto subjEct 

to quota rEstrictions) l iEs in thE fact that it constitutEs 

a rEVErsal of thE gEnEral policy hithErto pursuEd by thE 

FrEnch GovErrmu:nt and may bE an opEnillb · WEdgE in thE t ruing 

of f orEign tradE from ExistinG EncumbrancEs . ThErE rEmain 

anothEr two hundrEd for t y odd i ndustrial quota rEs t rictions 

and aboli t ion of most of thESE will , howEVEr, provE morE 

difficult partly bEcausE of opposi t ion or affEct Ed manutnct­

urErs and partly if duty incrEaSES i n liEU thErEof arE 

contEmplatEd 

• 
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ml • 2- from Paris , Aug. 4 , 2:35p. m. #1444 SEc . 1 

contEmplatEd bEcausE of .Exis ting commErcial trEaty obligation 

CarE has bEEn takEn in SElEcting thE list to avoid unduly 

alarming domEstic manufacturErs and no agricultural quota 

rEs t riction has bEEn rEmOVEd. 

(END SECTION ONE) . 

3ULLITT 

KLP:DDA 
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Secretary of State, 

':lashing ton . 

GRAY 

Paris 

Dated August 4, 1939 

Rcc 1d 2:55 p . m. 

1444, August 4, 6 p. m. (SECTION T''/0) , 

A move in this direction has been urgEd by Reynaud 

for son£ time partly to incrcnsc !;he 'l'r cesury' s customs 

r evenue but ms i nly as a means of l:EEping doun prices . 

On this latter poir.t Rist, uriting in the bulletin 

DE L ·.cTIVI~E just published, stat es that 11 VIhile thE 

cost of l i ving h:~s risen but a% in the past year vthioh 

is less thnn had been fear ed, i f t his incrc~s c is 

continued an inorcasc in the sizE of cErtain ngri cultural 

() quotas to the extent that increase in notional production 

do not equal d~nd would be the most na tural solution 

"'J -C 

and thE only effe ctivE onE" . He continues that this should 

be "accompani Ed by an cnlorgEmEnt of industrial quotas 

or by the suppressi on of industria l quota restrictions 

uhich hinder or render morE onerous plont renova tion, 

In the absence of such mcosureo the present increase of 

lobors incomE instead of produ~in& ~ r:nl i mprovement in 

the standard or livi ng wi ll be lost in a general rise in 

priCES 

• 
' 
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- 2- #1 ~44 1 August 4 1 6 ~.m. (SECTION T"JO) from Paris . 

pri cEs with all thE wtll known consEquencEs which this 

risE brings" . REfErr i ng to thE mEthods of f inancing 

t his mad r earmament ract Ri st writta tha t according as 

gov trnmmts "contEnt t heme ElvEs wi th capital voluntarily 

furnishEd from savings or havt rEcoursE undt r mort or 

lEss disguisEd forms to thE 1crtation of crtd1t 1 tht 

risE of pricES and a monetary dEpression will bE morE or 

lEss rapid in t ach nation. " 

BUU UT 

~ IC :KLP 

- ~ D .; -
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Amerioan !abaeay, 
Paris 

August '• 6 p. m. 

lU. 

The atoreaaid bulletin estimates tbat in spite ot 

the rising tendency ot the French coat ot living whole­

.ale pricee here are etill 1~ and retail prioea 1~~ 

below British prices (as against 1~ and ~ below last 

Septeaber and 1~ and '2C1f. reapectiv~ly last .Janu&%'7). 

Again todAy the exchange market waa very- quiet. 

In view ot ll.onday' a British bank holidAy sterling waa a 

little more bid partly on short covering. (However, t he 

French fund gained about a halt' a1111on pounde laat 

-.entng). On buying by the 1'und tor interest payaente the 

8111aa rranc Ne aore bid. Th~ florin wae stronger at 

73- £ 

20.10 3/• and the b elga wae unchanged. Otteringa tor the 

forward trano ware made at a 1/2 and 94 cent1aea respectivel y 

tor one month and three months. Again the aeouri ty ~~arlltets 

ware Blow With a deoreaae ot 35 cent.1aea on rentaa and 

oloaing doWD 15 oenti•••· 

The llational. Bank ot Belgium' o r etum tor a period ot 

Dilie daye end1ns July- fl7 aeh tortb ino~IISI ot 385,000,000 

Belgian rranca in gold .bold1D61 and 222,000,000 Bel.g1an 

rranos 1n tore1gn exchange. (J:IID or D88AGE). 

IPL E11B BULLIT'l' 
n.:lar 

.. 
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Ctbl!!\ M!!lv. lrl4tr. WM' llQ. 2 o •AAt* ./ 

,. ...... ,. !he ,. ..... , .. ,, lWei' hore\&l'J or state 'll'ellee, 
Uahr Reeret&l'J or \he !rea....,. BaD.e, Aeeh\allt 
!leor•\&l'J of 'Ifill' lollaeoa, AUonq Oeaeftl ......... , 
Ato•hwat !e01'e\AJ'Y of \ be laY)' 'CI.t_, liMN\&l'J 
of .Acrloultv. 7allaoo, '0114.,. !aore\&l'J or ec.-or .. 
lo'ble, Seeretaq of Labor hrlltae, aa4 floe 
Pl'ea ldat <l&I'Der 

!be Pr .. l4eDt »roacht wp for 4loau.etoa the ....-•tloa that 
hao 11 ... 10<14• t o hlso 011 oner.U oooaetoao oonoentnc the foftlattoa 
of the coni'Jiaotal oo•t .. loll tor \he pupooe of o\udJt-c \1M 
pooat'btlt\7 of the F~lor.U ~Yorn.ent f oot1r tng ~t e4Qc~ttollal 
pnJoch all oYer \be OOWl\rJ• It h the l'r .. t4all\ 1 e 14ea the\ 
perto.pa fJ'Oa t he atoror<>oaa of \he •srlouo N'\ ..u.•-• - he «athero4 
tocetbor a sood repr .. oa\..the coll.e\loa of won• of Al't fna all 
plll'\o of \he worl4 that atcht M traneporhcl fna o .. pAl'\ of the 
_,rJ to t he other, acooapanlo4 'b7 loctvero, whl cb would 'be of 
croat ..tucatlonal Talua to the people. Q.ut te a lea«thl' clhCM .. toa 
..... o4 with t be not roauU that the Pl'HU"'t ouv,eato4 \he "PPGla\­
... t of a oo-.1 \te& 11114er t be lt&clerahtp of llr . U 1ruoa of \he 
tr__,, an4 to conaht nloo of a rrpnu11tatho fi'Oa \be tleplll'\­
-'- of Ccl•eroe, .Acrtculture, >:dueaU on and Soeurt\;r. (I han 
aoko4 l:4 1ruco to COlli to '" .. ta order \1\a.t I atcht axpltdn tble 
alodoa aoro olear l T to hla. ) 

UM.er S.oro\&rJ f elloo reported tho lars-•t ao'bllh"'toa 1lir 
G-., 111 poace \lao htotorJ, to 'bo eo..,letocl a 'teN\ !!rpt•'ber H, 
aa4 tawblq the ..,'btlhatloa of 2 ,)00,000 an. llo atatocl ill hle 
optaton the crHt cal pertoc! wt t b mtoh \he worlc! ta confroa\14 wcu14 
'be 'betwoo11 t ho 24 Md 1:5\h of Srp\eaMr. lie reporto4 \bet t he o....,. 
flaaactal oonAltloa • •• &ettlac o\eocltlT wore•· 

t.oula Johnooft t&llctd f or " r..., alllUteo on t be ou'bJee\ of &17pl&ae 
produot1o11 eJ>Il progruo bet~~~; !W\e t n t he pur ohaoe ot plan ... 

!he followtag per oo11o hac! aothtll& to report! rrlllftk ltw-pbiT, '!:41-, 
del U Jo'bh. 

I ~ 
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laue'-1' •n ua _.., •• all •• l 1 .. ta-w -..u 

Ill ....... wl~ .... I,, •• , .. ...,. ___ ......... ... , ........ ., '''"'" , ........ -~ ........ ... 
PndfMl ..... .-&tie, ..... , U..l frll lo '111 r•, .. 
Acfteal\.ra _,_ .. b .,., .., ,..et\1• far \1M JIUJ8M .t 
_ .... 11•- _._. wl~ -~ ........ • ...... " , .. , .. 
cift all poedUe atf .. ~ ... ,, Dtpartlleal, ..,..&111¥ ta -
,._ _, ...,.,.,,, ta oFfer .. ,,,,., a \o\lor toau .. ta In~ .-... .. 
....... • Vllllo4 ....... ... ''"" .. ' ......... , ,., .,.., -
- \lla\ \llh O..•na•t '""' .. Sou\11 Allortta, \1M o-e-....... ·-· 

M .. _ PartiDa ...,.,, .. \ o \1M , ......... acre-• w ..... 
r *" ta -'"" .. \1M 0•JFI1 •ten evtb, _. lila\ •u 
_, _,_, P"~" ..,. ..,. "'' .,.._... " •~~a• en.... • 
""'"' fV\Ur *' .U W 1..,... tale\ tiMH - a pt .... ••• "' \1M lllloll alMl laillu\17• t.u\17. aiM tato,... lila Praetfea\ 
\~\ Ule lo\111..,_ Ileal 0 41111F- \ be laftal ~U.r t or tiM 
Jar\\._. a...!talo• ' • thr ee ftiW ~PI• 

. , . 
I
. J ...... 1 •••• • \--p-·-

J'flh oa 

.. 
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Secretary of State 

7!nsh1ngton 

7371 August 5 1 2 p. m. 

GRAY 

BErlin 

DatEd August s, 1939 

Rcc ' d 10 : 40 a .m. 

i6·A 

Referring to n report appearing in t he "NEW YORK 

JOURNAL AMERICAN" to thE EffEct thnt the British Government 

had invited Secretary 'l~rgcnthau to initi ate negotia tions 

with a View inter oli n to " ~dnpting thE ~~iparttt c 

Monetary AgrEEment to new condi tions" and to " financing 

Br itish r nw material purcha ocs in caa c of war ," this 

morni ng ' s BERLINER BOERSEN ZEITUNG comments that such 

suggestions ~rE not a t all surprising in thE light of 

thE current policy or Great Britai n whi ch would l ike to 

entice thE Uni ted Sta tcs to add new wr.:o debts to the old. 

Gr eat Bri tain is s EEn as desiring oncE ngain to obtain 

' r aw mat erial aga1nat credit although it i s pointEd out 

that a problem \70uld ari se in that nt least a formal 

assurance of payment of former d ebts would probably hnV£ 

t o bE arrangEd before nEu crEdit could be gr anted. ThE 

reference to the Tripar tite Monetary Agreement i s rEgarded 

by the BOERSEN ZEITUNG as signifying an intention to 

prevent the "limited degree of currtney stabilit y" 

provi ded 
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rtp - 2- #737, Augusts , 2 p. m. trom Bc~lin 

provided by that agreement from being disturbed by such 

debt payments as might bE made wi th a vi.w to obtaining 

new credits . 

Rcpcat to Treasury, 

ow 

76-B 
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rBOD hel'lou l!:llban~, 
Berl1.a 

llo\!EDJ .A.Iip1\ 15, le3t, •ooa 

•o. a '7315 

(part ur) 

~lfll'IDOI 11 aadl to aJ •o. 713, AQgUit 8, 3 p. a. 

A ••b•r ot the l:llba .. :r 1tatt ftl 1Dtoraed :r••t.•l'da;f 

b;r a Ge~ balllter who .. pa1t. 1atoraat1on ha1 been 

rel.lable that ott•l'1J1.6• to GeraaD bante ot 1 doll.al' oott.on 

aooep\a!l.o .. ot the llpallleh GonrDaent.• are belJ!.6 aau at. 

..... c o -

a dlecoUDt ot 1~ pqable att.er one :rear. 'fhe 1Dtol'Milt 

a111rted that., a1 a pll'IODal 1DY11t.aeat., he wa1 puroha11J1.6 

101 .. ot the .. aooept.ano•• wlt.b 10a1 dollar exoh&JI&• allon4, 

b7 t.be hl'Mil GoYernaeat., to be retained. b;r h1a. Be 

~ 1t. a ta1r l'lllk, he 1&14, 11Do1 he belleYed 1PeG1al 

ettort.• to ••t.ablllll the oredlt ot thl llpaB11h Gonl'lllleDt. 

wolll.d be aa4e b7 J'razloo tor the tlr1t. :rear at. lea1t.. It. 

•• al1o 1t.at.14 b;r the 1DtoraaD\ t.bat 1t. wa• hll bellet 

t.ba\ he wolll.d be able to ~ h11 aoaq 1a relohuarkl 

t.hroqt!. the lpaallh-Gel'Mil olearf.JI&.·&l"l'aq-at. eYIJI. 1f att.er 

a~ t.Mre-. a det&J.t. a• reprda torelp OU'NIIq 

pa:rMJit.l ot t.be .. aocept.aao11. 
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To: 

From: 

DEPARTMENT OF STATE 

DIVISION OF FAR EAsTERN AFFAIR.S 

.lugullt: 7, 1939 

lLr. Hanea 

Mr. H&lllilton 

7( 

Referring to the oonterenoe held 1n 
Secretary Morgenthau1 s offioe on .luguat 1, 
there are enoloeed a oopy of a telegram eent 
by t he Oiliness .Ambassador on July ae to the 
Chinese Mlnletry of Foreign Affaire and a 
copy of the Minietry of Foreign Affaire• 
reply of August 7". The Obinese .lmbaeeador, 
when leaving these copies with me on 
August 7, said that on August 5 be Jlad sent 
a second telegram to the Oiliness ¥inietry of 
Foreign Affaire, informing the Miniat~ of 
Foreign Affaire of the conference in 
Secretary Morgenthau•s office on .lugu 1. 
The Obineee .lmbaeeador said that be e~oted 
to receive a reply to hie eeoond meaaa!P 

~itbin a few days, at which time be would get 
~n touch with me again. 

··-

I 
\ 
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..... 
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• 
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a.taniaa h 7K1' \alacr• of .1'11.1¥ aetta, the ChiMH 
O.••r-t dMPl.7 appr .. 1.t .. a .. ntU'7 Mor,.llt~'• ao1111era 
ner the •l•rh probl- ill Y-. lfa11.-.t .alaria 1• 
prnal•t 1a Yunaaa, x ..... ,, XwetabOWJ U 1a wore\ la aoutb.­
waahn Yu- tra'f8re .. ~ the Ylaaaa-~ Jl1P.IIr•• \ka 
T ... a .. IadoeM• RaUwq, aad the Yv••n .... l' .. R&U"7 •• 
under ooaatruot1on. In .. 10' dhtriota ae ll'1a,..;hh, S:& ..... o 
aad tuu_..l .. , .orbldit7 raaoh .. 86$w1th hilb aor\al1t7• 
~IDC1'fa and 88'fara 1no1daDio &l'latl.7 ~ra Go'far n.eat'a 
prol%• of ra111fi!J aad hi8hw10'• a oaat ruoUon, 111D1a& aad 
h••'f7 111duetry daTalopaaa\. _, ooab1a .. effort• of Central 
n4 h o'f111111&1 Go'fa~t•• a fi'fe-J'•tr AnU-luia OIIIQ81p 
and \br..,..,.aor raaeerata pro&l'- with 1ntaadTa aat1 .. .-l.orla 
wark 1a tM -r• bani}S ia.tao\ad r aeioa hna Juat bo• atart ... 
aowa'far •••llabla fuad aad axparta are laauttloiaat to ... , 

.. 

tba ...... Will haar\117 waloo~ ._ar1can loTar~et ool1aborat1aa 
wUta .. 1u1aloa1ata• aanlt81'7 aaclaaera, qu i alae aad ••nlt•l'7 
... ipaapta ..... t.aala f nr ••1t81'7 ooaatrua\ion. 

Allo'f8 troa We1-ataaaa~• (li'lablio Jlaath lwlaialahatioa) 
With oar aador•••'· 
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~or !IL..U UO&UD 

10.' 

flw Aurl ... .... q, 
IJ.o .. Jaao1N 

...... , '· ltlt, • p ... 

811 

!lao t1nt reon.l. 4l'ano u4 1aoU..ot.1oao \o .-, 

\oa peroo~at of UM faeo _, of the o1'1&1aal. oro41t aro 

'M1JI& ... , \o4&J, 1a aooorcSaaoo w1 \Ia t.1ae tol'U of \tao 

&l'I'NI&o ... h, \o \lao am-oro1al. 'llulko par\1o1paUaa 1a 

tlao lt, 800,000 de11al' aooop\uoo oro4U liT tllo Blak 

of lblasU. 

I haTO bora 1DforM4, ooaf14qt.1al.1T, bT \lao 

Direot.or of •wuso t.hat. aut.horhaUoa trea jprll 10 

79-A 

\o tato hu boq m4o liT ~o JluJt of BI'Uil ot 1'0111\taaooo 

Wtal.UIIC ilpp:Nziaat.olT 1,100,000 4ollal'o tor oa:ra1JI&o, 

anoat.T-t1Yo paoomt. ot 11b1ah roproomto p:rot1t.o, sr-t04 

liT the :r.baoq'o l'Oqlltot., of Aatrleaa ooap.a~oo. 
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THE UNDER SECRETARVO' THE TREASURY 

WASH I NOTON 

Au&u•t 3, 1939 

Deru- Henry: 

I ac nttaehinc herat o a memoranduo which I sent 

to the Preoi~ont o~ Au~>st 4th, i n re tpOnoe to hie 

requeat for eortn1~ tn~or=at \on a• to the r1&~t o! 

+be President in en•e o! an emerGency to take control 

of the v••••l• of any bel ligerent power• in our porta. 

I &o pano1ne thio along to you na a mntter of i nterPo t . 

Hop1n6 you ere having a swell tioe aod with b•at 

regards , J om 

Sineerel:·, 

The 1lonorablo Henry l~rgentbau , Jr •• 
c/o A~ericGn tobnory, 
London, Ena1end. 

1~ 

so 

.. 
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August 4, 1939 

Title 50, oee. 191 or the u. s. Code provides in pnrt 

t hat, whenever the President by proel&eatioo or executive order 

declare• a National ecergenc~ to exist b7 reason of actual or 

threatened war, or dioturbence or threatened disturbaoaca or 

the i nternational r elations of t he United States, the Secretar y 

of the Treaaury mftl tske, by and with the consent or t he 

Preeident, fUll poaaeaoion and control o! any veooel , roreisn 

or doaeatic, i n the territorial water• of the Uni ted Statea 

to 1ocure t he o~tervance of the rightt ~d obli gati ons of the 

United Statet. 

A pr oclnmation to accomplioh t h i o obJ•ctive has been 

prepared and io in t he Treasury safe. 

A draft of t elegrao to Tr~n•Ut"/ enforcesftnt agentt baa 

been pr eparod o.r.d 1a in the Treasury oafa, dl r eeti n& thao to 

detain, intercept if under way, and turn over to l ocal 

coll ectors of cuotocs posoesaion of the vooa•l s of the 

bell1gere.nt po,.era i n territorial waters pending further 

1natrucct1ona. 

l •l John W, Ranee 

aent by spacial meaaoncer 
8-4-39 - ll:llo A.ll. 

f>1 

' .. 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

DA TE AllcUit 8, 1939 

TO Secretary Morcenthan 

rJtON lhlder Secro\eJ7 llaMa 

!he follov1DC nov a 1 wa regardiftC LocbheM &Dd Cochr.., appeared on 

the Dow J one a Bava Ticker thh IIOrniDC• 

1 St&b1lisation JuDd Direotor expected to reoi gn thia fall . 

llaahiDCton. Archie LocbheM, Director of the TroaiU17'• 
$2 billion lxcbance St&bllbatlon l'wl4 dnrinc recant 71'&ro 1a 
upected hera to reaign froa that poat ao .. tlae thio fall in 
order to return to priYata buoiDOaa. !be azpactationa here ere 
that Mr. Lochhead will be eueeaeded b:r B. Marla Cochr..,, the 
Pirot Secrete%'7 of the 11. s. Eaba .. :r at Perh. Mr. CoahraD hae 
functioned aa an aconoaie ad•iaar in hia preaant poet and i a 
uncleretood to han b"n cloee to the operation• of the Stabi­
lisation lund, 0 

Chiclt Schvara bel1nea that thie 1otorut1on e~~&~~atod froa eo .. ona 

in the State D.part.ent, an4 I feel quite certain· that there hat boon no 

l ealc froa the Tre&l\117• 

We h&Ye reca1nd oneral 1nquir1ao re«ardinc thio report an4 w 

han ne ither eoot1r .. d nor denied it, Rovner , we are handling the matter 

ae a· etriet~ pereonal one between youraelt and Lochhead and therefore haYe 

no eoament to make. 

82 
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-· ' •• lJJJ 

•• ., J 
Qa ....... - I ..... _. a __ _.._,_ ... h 11'11' _.,._ 

,. "• t ,., ...... ,.u..... ····"'· -o.u. fill ,_. -~ -

•• , 'p • - ... - .... 1..- - ...,eUI -,.. .. fill llMe ... 

w ............ 'IWF .... - '1&11 ., ... - ._ .... - ...... 

.Uw, a -•rrflt .. *rr fill v..&tW te .............. ..., fll tM 

,, - '• etatblr- 'lll ,... ...... - ... , tll&e ......... 

~-· 
"- ........ lfllt 1.-t ..._, ,_. _.... hillrn I ..U .. I 1 al 

....... tel& Ilia .... t -~ .............. ..u ...... 

.. .... ...... , ............. IMild ............ l6tll. •••ral 
letwll .... Utle ..U '- tM ,.,, .. '"'IF te twae tt. I ._. _.,._ 

••• 
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c 0 p y 

Aul;uat o, 1939 

Donr Henry: 

1 ""' ~tte.c.hir.g her oto c. l:l&nor <)llaw:> 'l!hi eh I sent 

to the Proa!dent on .~J~t 4th, In r oaponaa to bia 

req~eat ror certain info~tlo~ a~ to tho right of 

t he Pra•i dent ir. case of an e:erco::ey t o w ke control 

or the veaaals of any ~olli~•re~t powers I n o•Jr ports. 

HopinG 70u are ha•tin5 r. Ol'ltll tine Ql\d w1 th be• t 

ret;orda , 1 3!.l 

Sincer ely, 

(a1cnod) J ohn w. Ean~· 

~~Honorable Henr> Uorgent~~ . Jr., 
c/o !:orlean ~b~~•>, 
London, Z:,V.and. 

To WcBuch t o send t o Sec'y 
&-6-39 - 4:10 P.U. 

84 
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: C. P T 

At Cnbir.~~ c~ Y71d~· you ~~ked uc to or~~&lt~ze n 

co=a1 t t eo f r o!'l At..•icul h .:.r e , c~r.c~reo , n.nd Treasury. 

dtf. !.:r. ZJ ;r.JC~ l- t c."'.a1J"D&., , !~ s t ·.:l;; kl"l.: ••• c.r t on 

~:<. ::. :7 ... ., 1 .1 r~.:t :J:t C.!'- Y" Co t1or 'V1d ""111 r t·~· ... 1r ntout 

two wpeka . r.'i thout i n!'t.·~ct ior.' t o t hP .. o::ttr~~. I will 

t 'f'r'l.it U.r . J ..,1c ""' •., r '"" t.ur.1 be!'or e .,t~ r t.1 nc t hi !: co!l1..,1ttee 

8 : wor~<, boc~u•e r think olO it undoul) t • dl;r the best 

~,.ml1 !'1r-d n~., : .. r ~!:if't jo~ . 

.. 
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l'r'oal Jeeloon '!rut Co. of 11. T. 
ton4on Office 

D&t•: .t.ucuet 8, 19}9 
'l'l>eed.aJ 

CO!I'rROL COIInLLED SiLL IIODEl!ATE .t.IIOlJIITS or DOLLU!S .t.! 468-1/8. 

€5 -A 

lOR lARDS ll!lnD .t.S CONTROL NOT OPEB.t.TING. SPOT J'QR'tWID J'll.t.liCS STIADT. 

tDI c.t.S'l'ELIAD IW'ORTS COJmiOL COft1NllJ:S RICJIIVIS lORilGil E.XCIWIGI Ill 

stmS!Ali'!'IJ.L 4liOUIA'. !UI.StD!T PlllCl!t.SZ S.t.TISl.t.C'l'ORT .tJID BOSlDSS COI­

DITIOIS IIIPROVING. IKTER&LTION.t.L SI!OlTlOll CONSIDSRED VIRT SlllOOS 

AS GE.IUIUT 'fiLL SHORTLY BAVli COIIPI&TED GZliER.t.L IIOBILlZ.t.TIOll, J'IIEIICH 

PIWIS BXPORTS ZX!rl!lSIVl: R:ii:Q,UISITIONS TZSTZRDAT Ill BERLlll or c.t.RS, 

LOI!RUlS .tJID Cl!t.urJIORS. 

CONFIDENTIAl. 

... 
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S.cro\ an4 Coafidea\lal 

Mr. Jolla v. llaaoa1 

Actin& Secre\M7 of the ~. 
11ub1~n, D, 0 , 

IleAl' Mr. llaaoal 

011'11'1Cit 0 11' M INISTER Of' FINANCE, 

WI.LLINGTON. N .Z • 

. U Wub1JIC\Oa1 D, 0, 
9\h Allpa\. 1939. 

J'ollowlllf: the dhcuuloaa bet- Kr. BeGPT Morpau-, Jr., 
SecretM7 of \lwl freuuJ71 ;rouraelf an4 ~elf 1a coJmec\loa with \ he 
trade bftlaacoa be\- thAI thl.1to4 S\atoa o.f ...,.rlca &114 1IW Zoolea4, 
I ., vrl tla.!t t o ae\ out thAI purport of our ooanreaUoa aa4 th• aut;­
ll"•tlona vh1oh 1 IIA4e l a ooanec\loa t horwl\h , 

'!'he Yolld of i11p0rh flooa \ he ltal\od Stat .. tato •w 
z..lAll4 durla.!t thAI t-7aar period 1929-1938 la 1IW ZoalUI4 C'CII'NilCIT 

_,o4 to a 66,&n,ooo 

'!'he O:IJ)Orh troa • .., ZMlaa4 to the t1a1 ted Statoo 
ln \M -· period ..... Yoluod at 30, 692,000 

!otol 1a ftwor or thAI t1a1to4 Sta\M I 3<' ,979 ,000 

Tho fl~U'•• f or \he 1aa\ oaleader ,..r (1938) verel-

liiJ)Oria l nto •w Zoalaad rroa \M 1llil1 \od Sta\M 
~"· tree . .. Zaolu4 to 17al\o4 StatM 

I 6, 859,000 
1,4()5 ,000 

I 5,454,000 

SoM of \he prtaolpol 11IJ)Or1a 1a lnll law •- z .. Jaod fro­
\M ltal\od Stat .. or ...,.rioa voro1 -

'l'nootora 
Motor Spirito 
Motor T•hlol .. aacl parh 
teat fobMOO 
Ci- J'lbe 
tcabrl oa\lllf: Olla 

11",000 -..... m,ooo 
380,000 
aae,ooo 
213,000 

lllperio fn. •• Z..'•' to the 17altoA 8\a\eo of ...,.rioa 
decl1Do4 troa 14, m ,ooo 1a 193'1 to 11,4011,000 la 1931, 

• 
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.. op PoUo 
Sauuc'e OUl114!0 
1&\'bl \ Skiu 
W.Ol 

1931 
Mrf;'ft'f 
l!l?.Ma 
303.3110 
1&1.312 

1m 
sunr.ou 

306.011 
••• a& 

a,an.oea 

!MH.,.....,. ... -uu .. proacM la lw 1-leM la 
..Uoh our \nob -.14 ~ miiiii4M u \1M a4naUce of 'bo\h \1M 
17111\M S\aha of .... rloa ..a law z.lu4. Wool. -uoa ..a loa'b. 
'bv.\\ar ea4 ohaeaa .,.. oo-41Uoo ..Uoh law z-111114 prot-• la 
uoallaa\ CfG&].l\7 u4 la larp nl-• .a4 lt faollU1" were pro­
ndM \o u\0114 \1M pvohua of \hoaa coot• 117 \he U1l1 \M 1\a\" 
of AIM1"1oa \1M pnan\ 41oparl\;r b. \rata f1p.na ooal4 'bo oe .. 
al4al"alol;r ,........,.._ 

t pola\M .,., 4viac our oenana\1o11o \ha\ \1M tJal\M 
Ihl&"oa pvobuoa \1M -Jor pnpor\1oa of lew 'oehM1a .,q~er\81 
'botwoa 1921 0114 1931 \ho pnpor\loa rucel flooa 7'3f> \o 18\C. hr 
..,q :rear• \he Y&lu of lllpor\a la\o law Z•' •M froa \he tJal \M 
n..po. baa lot\ a larp 'bal •- of o\erltDC tu4a la f- of 
law Zoal0114 n\ of ..Uoh )II>J'Obuaa floe• other ona\riooe par\1-
larl;r \M tJal\M 1\a\oa of Allorloa, ban~- n-•· h a 
oor\ala moa\ dM \o \ho fall 1a nnna flooa \1M aalo of -1 
\bon baa ~- a 4oollu b. \he o\•ltDC flaM ,... • .,... .. flooa •loh 
0111' lllporh .,.. ft&UIOM. 

!he _, of o\nllac fiiMo 4oollM4 \o nob oa moa\ 
lao\ ;rear \he\ \he lw ZM10114 OotW 1a\ wuo ..-pellM U \eke 
.,..,. \o Pacala\o lllpor\a .a4 la ..&&Ulaa \o pnnu fV\IMI' 1'11114• 
\o -"• \he lllpor\a\loa of .. ooa\1&1 1 1 41\1" \o oo•\laM. 

Dvilll \he paa\ Mll\h \he 'Ual\M lup.. CletW a\ ban 
&l'J'1IIICM opoolal faoUU1oo \o fluaoo \M lllpol'\a\loa of "'oa\lal 
..-.41\he of 17111h4 ll ... tl'lcla u4 with \IMeo erNJ161 es\1 U 
will bo po .. l\lo \o oonUmaa \he •-.1 \n4a ~\wan \he 17111\M 
ll ... ..a .... Joelp4, 

!he \nob 'betwoa rq -\r:r .a4 \he tlloUM 1\a\oe of 
AMrloa bu ~ Yal-'lo \o 'bo\h .... _,rt. .. for ...,. ;rear~ 

8{ 

ad lew Zealuol 1o par\loalarl;r 4aalnu of aaln\&1a1JIC Ul4 altlM\ol:r 

Regraded Unclassified



- 3 -

.n.41ac tM tno4e, 'llllt it vUl 110\ 'be poool'ble to 4o .. a1ooo 
eitMr t he pur.Mee of our produce 'b7 tM 11a1 tell Stateo of Aaerlca 
1o u:terulell or eoM prooeduro 1o arraa&eol \Mt will -'blo \M 
balallce of our pur.Meeo oYer our oaleo to be fift&DGell, 

After pehtlac crat tM dlffiCI'Illt7 of raloiac foreip 
lo....., thro~ tM u...al prlnte clwulole ia tM 11altell S\ateo of 
Allarlca 1 we&eotell to 7ft \Mt al'TUt;-ato obnl4 be coaplo\o4 
..t..re'b7 tM (JoYU'IIIMJI\ of tM 11a1 tell stateo loau4 t o tM (Jo,...,. .. , 
of Jfew Z.alaa4 t'bo - of ~u.ooc,ooo for a perlo4 of ei\Mr t• or 
tveDt7 ,..ze a t a r a te of intereot 110t axceeollac 4~ par ....-. 

! hh •• 'II'IIQld be uao4 l n t he or4laerJ cour.e of tra4e 
t o flnanco pur.Meeo 'b7 llew Zealand \ra4ero troa UnHell Stateo pro­
dueer a. A cUrect lo811 of t hlo 11atve 'II'IIG14 be \M ·110o\ oollYealea\ 
en4 a4Yant ageoua aotbod of aoelotiac the Ualtell Stateo ezportero wbo 
deolre to aalntaln t heir trade vl th Jfew Zealand. 

)/ 

1f lt lo aot pooolble i n accord with Ualhd Stahl e\atu tee 
or it lo net conoldered dnlrabh to lll!l<o a 4lrect l oan, 1 wueotoct 
t he\ t he Ual teet Stat .. (Joye.,.ent cohould re-nd t het the f acll i Ueo 
of t he Export-I ~~port" BaDic cohould be uoct to flllai>Co, under aqeell con-
41 Uono, Unl to4 st .. t u ozportere eooinet t he u.-..al ohippiac doCUIIeah 
and ulldor urul tra4e t e .. ,, oubJect to a &Uft!'M\11 'b7 tM Jrew Zoalu4 
Qoyernmont to rei• buro• tho Export-I~rt B8Dk t he auao 10 paid ao 
OYe!'lel\1 fundi bte ... l &Yallable, 

In aD7 eaoe, t ho noeoaal t7 to r econci l e laporte i nto lfew 

Zel\lMd with t he toaOunt ,..,allsblo troa t he ollle of our ezporh vlll 
entail ooma roeulation and r eduction of i mporte i nto nev Zealand fro• 
oll countrleo; but 1t t ho tullde ,.... Bade aYallable in t he U'IIJ.to4 St atu, 
aa su;u:eot od , tho utent of the r e4ucU on will be roctucoct t o a •lnl..,. 
eDd t he nc!'!lal procedure for t he financi 114 of trade could be r ellltroducld 

· a t a reo-oo11abl7 Ol\!'17 per iod, 

1 haYe t o lea.,• t he Ualtell Statea of .laerlea b7 tho 0 K&rlpooo• 
holt Loo-Ailgoleo on the 16th l not.ont , ADd it 'II'IIQld facllltate conoldor.,.. 
tion of t he tu.turo pollc7 i n connecU on with our 1111tual tra4o it it vero 
pooolble for a ropl7 to reach M prior to t hat date , 

Kq I in concluelon 1&7 bov IIUCh I appreol&tld the frlell41 lnooo 
of liCT dlocuooiono wi th tho Seeret&rJ and JOUI'oelt and upreoo the hope \bet 
lt vlll be pooolblo t o extend and aa1nta1n tho hePP7 and frlnedl7 nature 
of our tre,do r elatione vhlch hl\Ye uiotell tu oo 111A7 ,..zo. 

Klllletor of rt ... ce . 

~-

• 
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DEPARTMENT OF STATE 

D IVISION OF FAR EASTERN AFFAIRS 

August 9, 1939. 

To: Kr. Ranee 

Jrom: Kr. Hamilton 

Referr1ng to m:r aemorandua 
of August 7, there is enclosed 
herewith a copy of a further 
te!egraa under date August 8 
received by the Ohinese Jabaasy 
frora the Ohineee K1nistry of 
foreign Affairs in regard to 
the malaria problem 111 southwest 
Ohina. 

.. 

·~ 

' ' -\ .. 

I 
I . ' 

-

f 
' 

·t; .' 

I 
• 

. . 

' 

'· . . . 

• 
• 
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. . . . 
&.eft wl\la - "' ~~r. , ... 
e6 .... , ... .._, , -... ···--!'Ill! at A 'f~() M •• JllOil JID 

JllU8!JI'l a. J'~a .'IIJP.A o DA'IID CHUH-
IDG, AU-'1 .. 1Nt. 90 

Ai•M h•w--'' '• ~·t ter •aln-• ooatel••• 

la ..u tela_.. f/6 -..n ~Ia le tonal ... Y1 til tM 

tall o.,W..al f/6 Dr. L B. llilq wlao ·-~ RPPJ'Mlotoo 

...... s.._ •--- .., ... tbo .a1AI'Ia JI'Hl- bol.lpfRVJ' 

nn.- M'lo al.l'ooq 'Moa _. .. 'llllt ttMr .... te M 

toU .... 'lit' •n \law-.ll ·~ _. ne-ll ... 

aoauo1. .Malet-• t.a -a-t~ ••ll'.. la aaft71 .. 

•t tlala •e~~lllo Pl'•ll'• ot I'M-la .... .....,_ ... 

aoatrol at tM ••11o1t u... Wboa :Or. Balt.u-

•l•lt .. Olllaa '• ••tb-wat J..at JIIQ-0 M eaprea ... 

lala .JOI'•-.1 latw•t la tu ..:lal'lal wadt. •• will 

• aleate wUia Ilia at -• ... work oat a lllaa 

tor pr-t•U• to tM ltookf/6eUer ,. ..... u .. tw 

Ita oe-a.-att ... 

W..ad-.toa, Aepat 10 ltH. 

.. 
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90-A 

J'ROli: .lllerican J:llbaeey, Belin, Ger.any 

[ParUy by Air] 

DATZ: AUCQit 9, 1938, 8 p.a. 

•o., 757 

Reference 1e -.de 'to ay 'tll~FU •o. 736 of Auaue't 

2, 7 p .m. 

Today a umber of 'the Zmbaelf e'taff wae 1nforaed by 
# 

'the Oharge d 1Affa1ree of 'the SoYiet Jabaeey 'tha't rapid 

progrlll - · being •4• 1n 'the Ge:Nan-Ruaeillll 'trade neco­

Ua1oiona bee. Be aaid that it waa quite probable that 

'they would oonclulie a 'trade arrangemen1o shortly. Thl 
# 

Charge laid tha1o new machinery waa need•"- for a l arge 

nuabe of Geran deeigned and equipped factoriee, and 

the SoYie1oe could get long term cred11oa only troa Germany. 

There were b eing d1eou11ed credite by Geruny of fiYe, 

six and enen yeara duraUon, Ruaaian cc.aod1U11 'to be 

uaed in payaent. 
# 

The Obarce added that Garmany waa not inaieUng that 

payaen1o be ade eolely in iaportan't coamodi tile euch aa 

aanganeee and petroleua produc1oe. The Germane were quite 

willing to accept &laol't any1;hing 'that Rualia had 'to dilpoll 

of, 1nclu4ing euoh produote aa oo1o1oon nata. Ruae1& h&d 

a aurplue of thie, wbioh could not be eaaily aold abroad 

and which abe could not uee hereelf. 

n 11 requee1oed tha1o thia hlecru be repeated 'to 1obe 

Treaeury aa Heath'• • o. 54. 

ZA:Lft IIU. 

.. 
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Secretary of State , 

'.lnsbington, 

241 , AUGUst 10, 3 p , m, 

91 

ORAY 

Ri o de Janeiro 

Dated August 10 , 1939 

Rec ' d 2 : 40 p .m. 

lly tclegr· m ~o. 230, July 2S, noon , 

fh~ Director of Exchange inforos ~c th~t the GermAn 

compensation mark is nor cross cd t'ith the dollar at 

the r::ttE r.~ 3 .1:i~ > r·!'>~ npre:-.d bttltEEn thE buying :md 

selling rntc~ for compensa tion lll!lrks 1s fixed nt 450 

reis , 

CAFI>ERY 

DOll :1.~/C 

... 
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,..OifltAL RISKAVE BAI'+K 

OFFICE CORRESPONDENCE 

OOIPIOII!IAL nt.D_ 

L. •· boke 

OF NI:W YO RK 

n(e) 

04T E JllfUft 10, li .. 

ULIPBOII COIYII8AtiOII WID 

B.liiiC OP .OL.AI D. 

Ill'. Ba'lker called ae at 121 Z4 toc!q. War 1' .. 1'1 on the 

Coat111tnt md 111 the Far Baft nre dnelopin& aa the l'eCCUJ •cb 

talked ot AD&ust 1& (the ~ OD which OeNBD .oblllsetioo auppoiMCU.>' 

reaches ita olillax) was ~proachinc md the Japanue aitustion wu 

ateac!111 grotrlag wone. Aa a reslt of' all this, the d•aad l'or 

spo t and rorwal'd (1'or me! Augu.t llld l'or thl'ee aootha dalhe~) 

dollar s todq, both tro11 tbe Far But aod tro111 t be Contintnt, had 

beeo heaY)' and the Br1t111b tund had eold about $&:> 1 0001 000 in llllppoft 

o r sterUnc. In other wol'ds todq had been a real bad dqJ t h e firS\. 

one, as a a~ atter ot l'aot, in AIM)' weeks. 'falk. 111 the street end 111 

t he press about a ;>Oaaible turther dnaluat1on o f s terling in t he 

next t h r .. aontbs was i n creaatnc and IIOJ'Itothau' a Yiait to l!urope 

wea oauaing t'llrtber l'UIIOra. Op to todaJ tbi!J had bee doinc a good 

deal or buaineas 111 the l'orwal'd a a r k.et but, not trllhin& to coource 

speculation b7 ol'tlrin& tbe •U'ket a chance to operate tor rorwal'd 

deli Ye17, the;, had with dram todq w1 th the result t hat thrM aontha 

doUara were now qQOted at a c!1sco1111t of' 2 Z/8 po111ta, equhalmt to 

about • per -· All 011e could 1117 as to the tuture ot sterllDC 

was that i t reallJ mould be weak in rtew or all these rears and 

talk or war the world oYer and of' the .traln 011 Br1 ta1n' s nnano11 

..,ieb the reanMtnt proc r u was bound to cause. One aaut expeo\ to 

1ee lterling under attaclc eo 10111 aa tbla war rear and ttnaion 111 

IDrope continues. 'fhe htnch t'rmc waa nra tnd retum of' capital 

t o Franoe continued. Belc1ua wu l1lcewi11 experitnclng a refi1ax or 
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BAIIC OF I!JIOLAI D. _ 

mont!)', p~l;f ctue to repatriation, pU't.l;f, bowwer, al.o to .ub­

lltanti&l • Ill•• b)' Belcl• ot steel to lbllan4. At ooe ti111e the•• 

ulea bad repre11ated about ~ ot Belsian pro~ctiOD but Br1Uib 

order• had reectl;f be• ooeaiclerabl;f redaced cd the cl•c4 tor 

belaaa lli(ht, therefore, eaae up 10111 hereafter. 'l'be Dutch ~14er 

was nee«T aa a nsal.t ot the toJ'IIation ot de oeer•a eab1Det, 11h1Cib1 

howe'fer, • 111 not expected to l ast 1'el7 loac. O.cd 1D the Loadoa 

aal'kwt tor &old coiD •aa 1nerees1nc and IIOYII'ei&na and eeclea wen 

partleulerl;f wcted at pr1.ee• lllhldl represented a pr.t• ot neerl7 

I referred to t he anq .. eata recently aade b)' Ol7DD 

Willi and Suuel iloot111u tor the eemazld.nC ot &old ln UI'U&UaT and 

Argentilla reapeet11'el7 and allked Ba111cer1 it polllble, to let ae 

hne coplel' or the eert1t1eatea 1 s11Ued 111 Loadon 1n connection nth 

sudl aansel'k1 abroad. 

u 

Pf' 'I ! 
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..__,.,. u .. e\> tee SMft\d)' lU. ,.,......_. 

..n- ~' llh ..... uuoa. , 1_ Mille,.... • ..... 

Phoned ~o Mra. Friedman - AU« , 10/39 - 11:25 ,.,,. . 

-

.. 
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uO:l tDI 1.l'D FOL~ JR 

GH!LRJ.L COU!lS.U. TRlJ ~URY WJ.SI!II r C 

RE. :.! L .JIIIUIBL'lG PLEJ..::.F BE AvVlffD TH11T THi Gr.h!ID JURY 

P.l TU!U'llD J.rl IlJDI CT!AhNT f.T ~OON TOD1.Y t<GA!l.ST T HI S 

It;LJ IVl. U~oL , CNIRG!l.G EVhclON Or TAXI~ F<'l'i YEJ!RS 19:32 

9:. 

TO 19J6 INCLUSI VL , AND THxT V•ALTER 11 . ANNENBF RG, ;",Rl!OLD 

V, KRU::Jo AND JOSEPH i: HAFNfR \'.ERh ALSO JOiiLD i ~ AIDl!JlS 

. 11.0 hbl:.TTOHS . i<IK Dt.l>T PERSOl.nL RJ•C,.RDS . 

\. JLLIAil CA~IPBELL 

3 10 p 

.. 
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Memorandum ot cal.l ot Secretary Morgenthau 
on Mr. Vilhelm 13Uhl, Danieh Minister ot Fi­
nance, 11 a . m., August 11 , 1939 (accom~anied 
by Mr. Perkins, Charg' d'Attaires a.i . ) . 

With regard to general. conditions in Denmark, Mr. 

Buhl said that there had been a TarT eatistacto~ harTest 

and that export prices were well maintained, especiallT 

tor bacon. Prices tor butter were not so good. As it is 

the Danish practice to teed milk to hogs, there is a close 

relation between the prices or butter and bacon. Kr. Yor­

genthau said that this was unlike the situation in the Unit-

ed States, where a close relation exists between the prices 

ot corn and bogs. Re also mentioned that there was a large 

production ot pork in the United States and that the price 

might conceivablT drop to five cents per lb. 

Mr. Buhl continued that the Danish unemploTment con­

ditions are not critical at present, inasmuch as the total 

number ot unemployed is now only about 50,000 as compared 

with 100,000 during the early part ot the year. 

The Minister then said that the paramount question ot 

interest at the moment is that ot peace or war and referred 

to the large accumulations ot gold and si lver 1n the United 

States. 

Secretary llorgenthau said that it was true that we had 

enormous amounts ot gold and silver in the United States but 
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that this was better than having quantities of worthless 

paper: in the last few years the countries which had pos­

sessed gold r eserves had not done so badly in an economic 

way. He added that large amounts of gold in the Oni ted 

States were eerma.rked as belonging to foreign governments 

end that, if t here was an assurance or peace, e billion 

or two of gold would leave the United States within a month. 

Several foreign government s had been sending gold to the 

United States for aome time - the SWiaa Government, tor 

example, which had been doing so for the lest two years. 

Reference was also made to the improved financial position 

of France "and to the competency of M. Reynaud in effecting 

this very remarkable recovery. 

Mr. Mo~genthau r emarked that, in distinction from the 

policy followed in the Hoover Administration , the Uni ted 

States had been buil di ng ~P its fleet and that this was not 

tor aggr essive purposes or with a view to a conflict with 

any particular country. It was simply for general defensive 

purposes. The Secr etary added that Japan was becoming weaker 

constantly, for the Japanese were under the expense or main­

tain~ in the field an army or one million and a halt men, 

end that their cr edits in foreign exchange now amounted to 

only some i l50,000 ,000. It was due to this shortage of gold 

that the Japanese were so desirous to take over foreign 

concessions 
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amounts or silver and Jewels. In repl-y to ~Gr . Buill's in­
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quiry, the Secretary said the'\. it .,..,s or course illlpossible 

to comment as to the likelihood or the United States beoom-

ing involved in a European war • . He could sa-r, however , as 

a plain matter or tact, that England and France were today 

more popular 1n the United States than at an-y time 1n the 

past twenty years, and that Germany wee correspondingl-y lese 

popular. 

Wr. Buhl remarked that it was not reasible at the 

preeent time ror the Danish Government to r efund an-r or its 

outstanding indebtedness 1n the United States on account or 

the rear or war a.nd a possible aggression or Germany- against 

Denmark. This apprehension in the United States rendered 

it quite impracticable to undertake an-r refunding operations 

at the present time. 

M.li'.P. 

• 
... 
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1£ ~ .. ~<dd~ ot noll ot ,.OHtuy ""'•••thau "~ 
on Mr. c. V. Bramsnaes , Governor ot the Na-
tional Bank ot Denmark, 11:30 a .m. , August 
11, 1939 (accompanied by Mr . Perkins, Chars' 

d 'Attaires a . i. ) 

Mr. Br amsnaes said that the fore i gn exchanges bad late­

ly been very quiet . In 1931, following the depreciation ot 

the British pound, the Danish crown had been devalued to 

about 51% ot its former value. Just lately the American 

dollar had appr eciated somewhat but, even it the dollar 

should appreciate core , this would not have a very impor­

tant ettect on Danish finance inasmuch as t he majority or 

Danish t r ade is with Engl and, and the crown would simply 

follow the pound pari pas su. 

Mr. Morgentbau asked whether it might not be necessary 

tor England to purchase supplies abroad in increasing quan­

tities on account ot their armament program, and whether 

this might not cause the pound to depr eciate. Mr. Bramenaes 

said that this was quite likely but that, tor the reasons 

st ated, he did not consider that this would be an important 

matter tor Denmark. He believed that the British would try 

t o supply t heir wants rrom the home market t o the greatest 

extent possible . Most ot the northern countries were in the 

s~e position as Denmark with regard to following the British 

pound, a nd he believed that t hey were generall y content \nth 

!!!.!.! 

.. 
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thie situation with the poesible exception ot SWeden, 

which had a crown ot somewhat higher Talue. 

:oo 

With regard to Danieh agrioul tural loane, llr. Bramanau 

ea1d that these were not made 1n the t orm ot credit grante 

to termers but in the shape ot bonds which the tarmers eold 

on the exchange tor cash. Thus the National Bank ot Den­

mark was not concerned with this procedure, although they 

were accustomed to buy t .hese bonds on the exchange as suit­

ed their purposes trom time to time. llr. Bramsnaes said 

that there existed a double national budget in Denmark; 

one tor operatlng expenses and another tor capital account. 

This was done not only under the present Socialist GoTern­

ment but also under a precedlng ConservatiTe Government. 

Mr. Morgentheu remarked that the United States Government 

was accused ot bei.ng a Socialistic OoTernment tor even eug­

gesting the use ot thie torm ot a double budget. It the 

United States had a eeparate capital outlay budget, it would, 

ot course, make our books look better. However, even then, 

the annual operating expenses would cause somewhat ot a deti­

cit. 

K. J'.P. 
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1 nter tllr'UI ... to :roar -raa41a ot AIICU\ 7, 1111, \o the 

IMJ"eta.q, liiOlOIUc & 11\\er ot AIICU\ 6, uae, troa CoiiCI'O•­

cn.arloo ~r rit.ll .,..aN \o \M roc•\ ~\ l"'llllc roqv.il'­

lllc ponoM 1& We o-\17 \o ...-.la 1a llaico tor 34 bocl'laH Won 

Mlac oatl\lo4 \o \M $100 V..Ollor'• eae.p\loa wlln nnnlac 

t.lli'O'GCh pone la \M 8u Dleco '""'- colloo\loa c!.b\1'14\. 

A\ \&oboe!. ll a trat\ ot o NPlT Wblcll I Mllew oroulc!. 'be appropl'l& \o. " 
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JCr 4ear Ill'. lraMr 1 

1 nfn to TO'III' leUu of .bf:ut II, 111•, HqlUotiJic reYOOa\loa of 

U.. freu"AI'7 zoecv.laUoa reoon\lT loeucl. to l W t tho allowuoo of U.. 

•100 \raftllor'o oxapUon W'lth nopoot to arUcleo aoquincl. ill lluloo liT 

a traftUer .tlo rot'IIJ'Ilo to U.. Oll1 toe!. I tatoo throacl> a pnt 1n tho laa 

Dloco ouotoao colleoUon 41otrict to caooo in whi ch tho traftllor bu 

readud altroa4 at l oaot 34 henan, 

1 - a4rloo4 that tho faoton ot&tod in Tour letter wore carot'llllT 

cono14ore4 liT t ho !nao'IUT ~artaen t ltotore tho roculaUoa ill quo Uoa 

no ioo..-4 &ll4 that tho !roai'IUT ...aobo4 U.. conc1uion that U.. rocal­

Uon, u 1ooue4, no lliCUO&I'T t o ollforco at t ho porta whore it 1o to 

lto offoctin tho roquire-t of l aw that tho u:apUon lto appllo4 GAlT 

to arUclu aoqu1n4 ao &II illeidut ot a fonip JO'III'IliT• 1 - t'utbar 

adrlood that UD41r 110t10n 321 Of tho !&riff .lo\ Ot 11130, ao -a414, 

tovhto llriac!JI« arUeloo, ot &II ~pto n.lu no\ n coo4iac $11, troa 

llorloo for \heir ponollal uo into porta ill t ho llaa Dtoco 41otrict ou 

n coiYo ! no ollti'T• It appoan that thie oJ>ou.14 eo.or ill larp aoaiUI'I 

U.. 11lc141atal piii'Ctluoo of ltoDO !141 tovhto opoll41J1« 'bQt a abort Uao 

ia lloxloo. 

la tha circaaotucoo, tha ,.....,..,. ncalaUoa l!ppOOI'I t o lto oouiotoat 

with a. u 4 aot a •Uor in which ~&~q 1ahl'ftat1oll 011 ., part would lto 

appropr iate • 

.... Cbrlu lraMr, 

Jloueo ot lopreoentaUno. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATil AUG 111939 

Jlr, Folq 

Rea f1vl nwrt Cll natp qt fr•IW'T Dl+'rtn*'• 
ltdalat1n pro;g: at the eM ot tirtt •••'• 

ot 7 ·th rmv···· 

I attach herni th in tabular rona a t1n&l r eport = tha etatwl ot 

'l'rea1N17-spooaored l egill&tiOil at the elld ot the riret eeuion ot the 76th 

Coog!:'eaa. !hie report 1a u ot the data ot adjO'QftiMilt on Aupat S, 1939. 

I aa gad to be able to report th&t the past aeea10D baa been the 110at 

nccuetul 011e n ban bad since the eatabliabllent ot the Leg1slatin 

Sect101l in the 111ll!1118r or 1934 and the cent.r&l1zat1on in 1t (rlth ac.e 

except1011s) ot treasury 1ec1a1at1Ta act1rlt1u. The following tebulation 

IIUcciDctl.T tells the ator,y: 

Seaaiou lluaber or Jflaber or Pereftlte&- ot billa 
year billa Mpd] t4 bills eaeted bew!J td !hich W"![l tpaqtt4 

1939 31 :n m 
1938 24 13 54~ 

1937 32 22 6~ 

1936 29 2l m 
1935 31 19 61~ 

Sou extr~ illportent 'l'rea1N17 1eg1elat1011 wa -cted c!ur1D.c the 

lest aeaaion. '!he StebU1zat10D Bill na ot courM, u you aptJ.T put it, 

our "Jianard ca-e• &D4 no =a lm.on better than :rouraalt or the otono' pao-

ee.p which tba t bill bad throv.cb Coog!:'eae. 
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While the session would not hove been a success without the enact-

ment of tbat bill, it b gratif'ying to be able to report tbat we were 

able aleo to secure the enactaent of SOI:!CI other very constructive Treasary 

legial.&tion. I think it worth picld.ng out troa the attached tabulation a 

few or the more important or these bills, end brietl,y describing them to 

;you. 

Noteble among these 'WtlS the Second Liberty Bond Act amendment re­

aoving the $30,0001 000,000 bond limitation partition fro& the Public Debt. 

This bill, of course , served ae a eounding board tor a good deal of Public 

Debt oratory of the obrloua eort. However, the bill's ebiet troubles CUle 

trom the fact tb.ot it got mixed up rlth the bighl;y controversial T.V.#. 

legi slation authorizing the iasucnce of T.V. A. bonds for the purchase of 

certmin private utility properties . Senator Norris added the T.V.; . bond 

uoendment to our bill in the Senate but this ne eventually dropped after 

an agreuent was reached oa tbe separa te leg1alet1on on this subject. 

An important, but little publicized, Treasary bill enacted into 

law was the one extending ..nd streamlining the Government Losses in 

Shipment Act which tbe Deportment got through Oongrees in 1937. Thie 

seseion ' s bill was b.oiled w1 th general enthueium b;y members and com­

mittees or Congress when •• told them tbat loesee payable out of the 

revolving 1'Und set up b;y the 1937 Act have been leea than t500 all tcld, 

wberees prior to 1937 we were pe;ying insurance premiuas to prhate 

interests of over $200,000 a year to insure against loeaes on Govermi8Dt 

shipments of valuables, a net savings to tbe Government of almost b.olf a 

million dollars in two yeara. 
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Another •Jor bill enacted •a our big relief bill to cOYer die­

&llowancee end adjuataent e in the accounts or present and tonoer 

Treasarere, dieburai.ug orticare, and othare. !hie bill, one or the 

longest or ita ldnd on record, coTerad t:rrer t1,1oo,ooo in dieallowancee 

end adjustmente, end dealt with utters which baTe been banging f ire 

tor ID8liY yeare, eome nt thea dating back to war-time ~. Allllost halt 

nt this aaom1t rell\llted trooa loeeee or receipts tree aale or eecaritiu 

bT the poata1 eerrica. !be bulk or the r-inder covered unaT&ilable 

items in the accounts or present and former Treasurers rell\llti.ug tr011 

wbat art known ee "check reclaaatioo• eaeee. !base are usuall,y checke 

bearing forged endoreuente tor which the Treasurer, w1 tbout baTing tm:T 

..ana to detect euch forgeri es , ie held reeponeible . Tbie raliet bill 

&1110 ccntaille en itaa validating salary ~ts llllde to tbe lata Captain 

Sqlu in hie capacity ae Aeeietent Deputy eo-iseionar ot the .Ucobol 

Tax U.ni t. Thia, you will remember , was a somewhat contrt:rreraial. -ttar 

nnd eti'orte to obta.in legislation on the aubject seTeral. years ago 

tailed due to congraeaiCID&l oppoeiticm. 

A mabar or important Coset Guard billa were -ctad. !beae in­

cluded the eo-called Coset Guard lfa ticnal. Datenae Bill, which authorise• 

the Sacretar:r nt the TreaSID')" to c<>DStruct three large Cout Guard coattare , 

eetabliab en Alaalra base end air atetiOD, and purchase tit'teen eeaplaue. 

DYer $1.4,000,000 ie inTOlTad. Another Coset Guard bill increased the 

line otticare ot the Coset Guard bT 154 end eetebliabed the rank or rear 

e4a1ral. tor the ortieae ot .t.d atant Ccmen&IDt and Chief !lqineer ot the 

... 
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Coast Guard. A bill was alae enacted eetebliabing a YOluntary and in­

Toluntary retirement system tor Coast Guard enlisted 11811 ot twenty years 

or roore ot aerrlce, as well as another bill aatebliahing the Coast Guard 

ReaerTe to be llllde up of prin.te ;yachtsun and J:>Otorboe.t oners who will 

Toltmte.rlly assist the Coe.at Guard and encourage law obsel"T8Jlce. SeTeral 

billa were also enacted designed to perfect the consolidation ot the 

Lighthouse Service with the Coast Guard proTided b,- Reorganization Plan 

No. II , partic:ularl;y w1 th respect to the integration of the per sonnal 

ot the two earTicee. 

finally, a.,...,r al inportent Treasur;y-sponaered law enforcement 

measures were enacted into law, notabl;y the ae-called forfeiture bill to 

subject to forfeiture vessels, Tehicles and aircraft used to facilitate 

Tiola tions of the narcotic laws , the counterfeiting laws, end the National 

firearms Act. A Treasury bill on this subject was pending during the 

entire ille of the last Congress, the 75th, but our repeated efforts to 

secure its enact.oent during that Congress were tm11Tailing. 

Of the four Tr.asur;y billa still pending in Congress, two haTe 

pnseed one House . Since the recent adjournment 11111rked the end of a 

aeaaion and not the end of a CC>Dgress , these will retein the -

statue in the next aesaion which they haTe acbined in this . 

We also, of course , did a great deal ot work on other legislation, 

notab:cy the Social Security Act •m•ndments, the RcTenue Act ot 1939, and 

tbe big Lending Bill , the first two ot which were psesed b7 Congren. 

None ot these bills , how&Ter, was , strictly speaking, a Treasury bill . 
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Aside f'rolll tho roreaoing, the Legielatbe Section ot this ottioe 

handl.ed a totel ot 691 'l'rea8Ul7 reports 011 leg1alatioo clur1nc the jB8t 

session. This comparee with a total ot 402 during the 2nd and 3rd 

consecutive). or the 691 reports handled durisg the session just liDded, 

440 were reports to c.-ittaos ot Coogresa, 135 were r eports to Budaet 

an pendiaa or proposed legilllatioo, end ll6 were reports to Budget "" 

enrolled bills to assist the President is detarmin1na whether or not to 

a pprove these billa. 

tho Legislative Section tranaeetad legislative buaineas with 

legilllativo cO\Dlsal and worked with and appeared betora ~ all. 

the major and 1118!1;f minor col!llld tteea of both houaes of Cangreee during 

the aessian. In a4di tioo , it drattad or assisted is drattisa .ell 

l egislation not covered by this report, tnJCh aa bill~ which ere still 

is process , bills which were cocpletad but which tor ooe reason or 

:c? 

Nlother ;you or llr. lloReynolds decided not to aul:ai t a't this time , billa 

prepared as a courta117 aecOD'O'II.atiCIIl to Mabera ot Ccllqeaa, eto. the 

Legislative Section also oppoaad l egislation objactiooable to the Treo8Ur7 

Depe.rt.oent and drafted or participated is draftina a coosiderable· Dllllber 

of executive ardara, procluationa, and proposed reorpnia&tiOD plans. 

In a4di tion, this aectioo did a large aoUDt ot lliscellaneoua research 

work on legilllative and other probl•s ot interest to the Depe.rt.ent and 

generally strove to keep tho various bureaus and branches ot tho Deport.JDent 

adrlaad about all. pllaaaa ot leg1elativa -ttera is which the)" ware 

isterestod. 
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'!lw r-co1Ac -n- tu le~Un aotirl• ot uw. ott1ce 

aurlnc the part Mllioll. !o get a OC*Pl•tl pictare ot all freanr:T 

le&ialatin aotirlt,r ci1lriDC the MaioD, it w1ll 'be MC"az'7 tor 71111 

to ccmeo1.14atl thie report with the correepcmdillc report ot llr. '1'arleeu11 

ottice. 

• 
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.t.. ~81117-epc:meored legialatioD -ct.d during the aessiCID. 
!he bill first llllntioDed in each cese is the bill which -• 
-ct.d, It tbere -• a c:coap&DiClll bill in the ether Bowie 
it 1a cit.d in parentheses. 

BRm' !'jXPLN!Anot! 

Permits acceptance ot medal tree Greece. 

2 . s. 529 Authorbee pe;JMnt ot belance due as eocpensa-
Reliet ot llargaret Rose tieD tor poet ott1ce eite. 
Unce~ 

J , B, tt, J2Jl ErteDde to Cout Ouard officers prlY1egee eD-

Co&at Ouard *1Hng JOTed b1 otticere ot other Dill tary eerrlces 

ot tireuu ot eeDding tireanae throiiCb u.lls. 

4. S, 2244 (B.R.58J6) Authorises the u. s. to accept certain real 

Linie Beck bequest estate deYised to it by Lizzie Beck, .._,Ark. 

5o 8 . 1876 (B.R.4982) Increases line officers ot Coast Guard b1 154, 

Coaet luard ree4juat and eatabliehee rank ot rear acbdral tor otticea 

ooo.iaeioned per80D1181 ot Aeeietant Coflll!lllndant aDd Chief BDgineer , 

6. s. 595 ~tabllehee YOluntary aDd inYOluntary retireunt 

eoaat 0uarc1 20 rear syetea tor enlisted .., with 20 rears or 110re 
retirelumt service . 

7 . B. R. 4131 Compeneates ...Usted IIIID tor personal propertr 

Rellet ot Jlelvin lost in tire at !.....,, U.aska. 
O.rard 61Ttry 

PIJBLIC <It 

P!!.IW'E !!!lJ!!!J 

, C4 - -

JIBr, 28, 1939 Printe Ree.Ho . 1 

Apr. 15, 1939 Printe •o. 26 

lla;f 15, 1939 Pul>llc Jo, T1 

lla;f 22, 1939 Public Jo . 84 

lla;f 24, 19.39 Publlc Ho . 89 

llq 24, 1939 Public Ko , trT 

llq :u, 1939 Printe lo. 46 
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9, 8. 2404 (8.11.601'7) Autbori••• 4_.11t1on ot old poet office lnd141nl• .Jae lJ, 19)9 hi>Uc Bo. 128 

Port.l.u4, OrecoD. 
CoarUioue 

10, B. B. 5966 z.ta!!Ueh .. "t''lm:rtc7 reeern ot prbate Jaobte- .Jae 23, 19)9 hi>Uc Bo. 152 

Oo&at Guard IINOIM'e - IUicl 110tcnoet -• to aadat Coeet o.rd 
IUicl __..,. law obeerftDCI. 

U . B. B. 3325 
8Wb111•t1on hD4 

~ ponre relatiJIC to ...ad11•t1on tlmd, J'al:T 6, 19)9 PIII>Uc .... l.6S 

12. 8. 2l.et (B.R. S349) 
Cout Giard Barri­
lleliet 

l:J, B. 11. 5346 (8.19S3) 
lleliet ct llrl!. 1.11. 
BuDu4 IUicl otbeH 
(stept=e, Prdrle, 
uc1 ~~r~~. · • u .. ) 

14. B. R. S'748 
Second L1ber1:7 Bond 
let &MIIdMnt 

15. 8. B. S6U 
Coeet Cklard Dietrict 
C ""'11'11 IUicl co,.. 
.true tore 

clftalD&tion ct the clollar, IUicl parcha11 ot aibw. 

Autbar1He l'l1.lol:lar8-t ot caa.t Giard per.-! 

tar loa••• ct pereOJlll propert;y in 1938 lmrri-. 
~ o~ tar l.oN ct Uh IUicl .tor­
beet in attapt to belp eo..t o.1'd 'beet. 

R ••• t:JO,ooo,ooo,ooo 'bOIId UJII.tetion piJ"ti-
tioc in the hi>Uc Debt autborieation. 

Placee Dietrict Co ""era IUicl conetructora 1n 
the Une ct the Coeat Oll&rd IUicl ehol l ahes the 
clietrict c c ""er IUicl conetructor corpe, tblu 
cloi.ng awq w1 th the laat ot the special sarwice 
corps ct the Coeet Ol:lard. 

J'al:T 15, 19)9 Prbate So • • 9S 

.TIIl7 20, 19)9 hi>Uc Bo. 201 

Auguat 5, 19)9 hi>Uc Bo. 292 

Regraded Unclassified
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16. a. a. 7288 (5 .2859) 
Lilbthl>llM S.rrice 
pere01111el 

17. s. 1540 
llati.oDal Adrlsory 
8Mlth Counell ~ 

18. S. 1156 (B.R.7.742) 
Morehead City target 
!I&Dge 

19. a. a. 5375 (5.2166) 
Coe.at Guard Hauticel 
lducatiOil 

-)-

Provides for the izlduction into the Coast Guard 
llllltary eatebliahllent in ranl<a, grades, or 
ratings appropri.ate to their qualitications , 
experience and lengths or aerrice as determined 
by the Secretary or certain professional, scien­
tific, and other personnel ot the Lighthouoe 
5errice which was transferred to the eonat Guard 
by Reorganization Plan No. U . 

Peradts Secretary of the Treasury to COlllpenaate 
nongovenuaentel members or the National Mrlaoey 
Health CouncU at rate or not to exceed ~5 per 
diu instead ot $1.0. 

Tranafera target range at Morehead City, Korth 
Carolina, rr .. r.ar Departaant to treasury. 
(Coast Guard) • 

Authorizes Comwmdant of Coast Guard to detall 
oftieers to state and territorial nauticel 
schools to give nauticel instruction. 

Aucuat 5, 1939 

, ": 1 --

PUBLIC OR 
PRI!A!E !I!!!IBPill 

Public Jo. 291 

Aucuat _, 1939 Public No. _ 

Aucuat _, 19)9 Public Jo. 

August_, 19)9 Public llo . 

20. H. R. 6556 Provides tor seizure and forfeiture of vesaolo, August _, 1939 Public No. _ 

Seisure and forfeiture vehicles and aircraft used in viola ting norc?tic , 
or 't'e&Sels, vehicles and CO\U\terfeiting 1RW8 and Na tional Firearms 

and aircraft Act. 

21. s. 1899 
SUrseon Genarel -
Assistant to 

Creates office or Assistant to Surgeon Generel 
with rank or brigadier general and authorizes 
detall or Public Health Serriee officers to 
serTe in such office. 

August_, 1939 Public No . 

\There the appro...U. date and publ ic or prhate ntlllber or a bill are laft bl.8Dl< it indicates that 
COl"l>''eeal•>necl acti on was eoapleted on that bill prior to the adjounll:lent of the session and the 

the Presi dent' s law. Regraded Unclassified
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.... 'l'reuary-aponaored lecislation enacted during the session (C<llltinued) . 

, "i? --
m.I4 

PUBLIC OR 
fRIVAnDPB 

22. B, R. ~55 
llri.deiiCe - parcbaae 
~ 

r.r.l.ta adftnee of flmde eleewhere appropriated 
b7 Congreee to narc:otie aJid cuatou officer• to 
parc:bue en~ aJid intonation of nolatiou 
~ DUCotic aJid cwttcu lan. 

2). 8 . 1882 (B.R.S896) Compensates Ccut Cuarcl enliated 11an for lou of Auguat _, 1939 Pri't'ate lo. 
Relief of ~ A. personal property in a fire in lloele, Aleaka. 
Roe• 

24. B. R. 661.4 lxtenda scope of Coftl'Dll&nt Losses in ShiJIIIIAint 
Ooft~Jlt r.o .. es in Act cf 1937, which was sponsored b7 the Treas­
Sbi~t 1uv:raDce urr. aJid pnerall;r streamlines that Act aJid 
bill reMdisa diffi culties 'llhioh oc!a1niatration ot 

that Act baa disclosed. 

25. B. R. 6021 (8.2473) Repeals law t1.x1nc ~ price of $100,000 
Akron, Cldo, ~ for aale b7 Ooftn.ent of old post office 
otfioe bn1ld!Dg aJid eite at .Akroll, Cldo. 

26. Jl. R. 7049 (8.2'706) Adj.,.ts aceoUDta of prs88Dt aJid fOl"'ler dis-
Relief of S rs, bllrei'Ag otficere aJid treasurers of the United 
JJ.lan, aJid Sqlas, States and co.,..rs dieallowed ealar7 ~nte 
eto. to tbe late Captein J:ll11aw R. 5&7lee in hie 

'r1 • S, ?.J.70 ,(R.R.6747) 
Lichtbouae Service 
r.ta-te 

capecity as Aeeijstant. O.puty Caaissioner of 
Alcohol Tax Unit. 

Per.its ret~t at age of 64 instead of 65 
ot certain Ligbtbouae Service personnel who 
ha.,.. .30 or 110re JOilrs of service aDd whose 
positions •:r be abolished as a reault of the 
consolidation ot the Ligbtbo ... e Service with 
Coast Ouard effected b7 Reorganization Plan 

Auguat _, 1939 Public Bo. 

Auguat _, 1939 Public lo. 

Auguat _, 1939 Pri'ra te llo. _ 

~ 27, 1939 Public No. 2)9 

101er. the appro-ral date and pnblic or priftte -ber ot a bill are lett bl&Dit it 1ndicates that 
ocmveeaional action was cccplated oo that bill prior to the adjoun.ent of the aeesioo aJid the 
bill Daede onl:r the Pr.a1dent1e e1gnature to become law. 

Regraded Unclassified



1, H. R, 2539 
D. C. Cred1 t U'nioos 

BRW EXPLAI!ATXON 

Transfers jurisdiction over 
Dietrlet or Co1UJDbie Credit 
U'n101111 to Fal'l:l Credit Adain­
iatrlltiOD. 

STIJVS 

Jan .u , 1939 - Introdueed 
and referred to House 
District or Co1UJDbia Com­
mittee . 
Jen.25, 1939 - Raterred to 
Judiciary Sllbca-1 ttee of 
tbat Ca-1 t tee. 

'l'his blll bas bMn 
stell.ed by oppositiCil 
ot D. c. Credit UniCilS . 

2 . S. 844 (H.R.2S41) Covers into Tre&IIUJ'7 balance Jan.l), 1939 - Int.rocto.c.d We expect to get eaect­
in House and referred to ment or this bill at the 
House Banldns and Currency next eel81oo. 'l'he bll81 
Cotaittee. calendars or the llouee 
J an.19, 19.39 - Introduced end Senate Benldng and 
in Senate and referred to Currency Committees 
Senate Benld.ns and Currency crowded 1 t out thie 

To aiapllt)" the ae- of .f'lmde deposited tor redellp-
e018lts or the Treaeury tion of national. beDlc notes 
(5% blll) (5% tund). 

) . H. R. 6767 
DP.tor~nt ortiears 
- deeth and die­
abili~ benefits tor 

Cooa1 t tee. MeeiOII . llonTer , in 
Jul,y 25, 1939 - J'aTO~ eeauring Seaate peaa ge 
r eported by Senate Ca.aittee of the bill...,... pro-
(Senate Report Ro. 928) . greaa was .ade then 
Angust 1, 1939 - Passed clurinc the 75th Congreea 
Senate. 111len the bill was sub­

mitted to Coogrees but 
did not pe.n either 
House. 

Increases deeth and disability June 9 , 1939 - Introdu.ced 'l'his rathar controversial 
benefits of lew enforcement in llouae and referred to blll wee INilaitted to 
officers througbout the CoTern- House Judiciary Colrai ttee . Con~eee too lete to haft 
ment. June 10, 1939 - Referred to a clwlce of 8118Ctloent 

Subc...aittee lo. m or the during the pe.et seeaion. 
House Judiciary Ca.aittee. 

Regraded Unclassified
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B. !re&INZ')'-aponsored l egislat.ioD pendlnc in Congress a t the end ot session (Continu.d) . 

JJW! 

4 . 8. 2689 
CoJ)7risht Act 

•eend.Mnta 

BRUl EIPLAIWCif SW'QS 

Authorizes joint re&W.&Uons lane 23, 1939 - lDtrodueed !his bill liJcn1ae •• 
by Secretary end Polrtaaater in Senat. end ret erred to auJ:.i tted too lat. to 
General. to prn..,t import.Uon Senate C~ttea on Pat.nta. be 81lacted clurinC tile 
ot piratical. copies ot works lilly 11, 1939 - lfa't'Orebl;y past aesa1Clll. Seaat. 
cowri&)tted in u.s. irreepactive reported by Senate Cota- paseap, bowever, •• 
ot 11111111er of 1Joportat1on. Pre- mittee (Senate Report No. secured end we disaua-
aent law lillited to liWJ.. illpor- 760), sed the bill rlt.b Dr , 
tetions . Also irons out August 1, 1939 - Pvlased Sirorlch, Cba.1rlllan ot 
adlliniatratin dittiaulties Senate. t.be House Comaitt.e Clll 
inTolved in entorcing this law, Patents, end he ett.ted 
partiaularl;y those raised by t.bet he would piiM it 
recent 8\qn'- Court decillion through tor ua at tile 
(Wa~Snct?p'•p P.!Ntrh1ng Co . next eeesioo . 
case • 

r 

Regraded Unclassified



lPPIIIIJ)lX !0 FDJL P!l(l!IRI!AA Rl!I'OR'f !0 '1'IIJWIURI LDIISLA'l'ICII OORDIQ !BE FillS! SESSIOI, 76th <Xa\81S8. 

!be toll.ow:lng 'bUl.e, tor nrioua HeiiODa 1Ddioat.d ~low, baw act..,_ 
11lol:aded 1ll the c-al progreaa r.port on Treasury lecisl.atica during 
the tirat aeaaiOD ot the 76th Cangreaas 

1. B. :r. Bee. 308 
!oothllruh Blll -
ea.t-8 -.rldDc 
prorlaiona 

2. B ••• 68)0 
• ..,.De~t ­
... bq11d1np tor 

BRill W4''JIOI S!A'IVS 

Interprets "ultiaate pu-d>aMr" llq 29, 1939 - IDt:rodDced 
a a Wled 1ll cutc.a -.rldJic law 1ll llowla aDd r.farred to 
( aecticD 304 ot 'la.ritt Act) • Two llowla lrqa aDd ._... ec.­
.....,..t CWstoaa CcNrt daoisicaa 111 ttea. 
appear to haw dataat.d the cca- :J'IIl7 7; 1939 - l"a'VO%'&~ 
greaaiollal intent in thie reepe:t. r.ported to tull com-

Secr.tery at the lrraaaury auth­
orised to acquire land aDd to 
coaetruet new lla"7 build1nga in 
District ot Colua'bia. 

mittee ey lfaya and Ileana 
SubComai ttee. 

..... 
!he 'h'eaa'al'7 1a DO~ 
pranin& th1a 'b111. 
.. .u.1 tt.d 1 t witbo:od 
recc v::'-t1CIIl and baw 
discbarced our o'bl1..­
t1caa in oallinc the 
attar to eongreaaiOD&l 
attelltica. !be tul1 
11-:ra and Ileana c-1 ttae 
considered the 'bUl. at 
an axaoutiw MaaiaD 
••tine CC1 l'lll7 7. and 
••~inta.w 
ot tba 'bUl. 'bat, batON 
prooeac'<nc f'llrthar, de­
cided to eODtect the 
SeDate Finane. c-iUM 
to ••• whether it coul.d 
'be uaed aa a ftlliolA tor 
axt.u1 ... taritt .-..4-
unt in the SeDate. 

!hie 'b1ll na .u.itt.d 
to <:cac;reaa too late to 
.. _... pu..,a clar1nc 
the peat .... ica. Be­
orpniatioa Plan Jo . I 

the 

Regraded Unclassified
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lPP!IDII (CcntiJmed). 

JXW.t 
B. R. 6830 ( contiJmed) • 

3. B. R. 6639 
Auto IIUeag• Blll -

Peralta tbe use of pr1T&tel7-
a.Ded ~c1ea tor ott1c1a1 
traT&l when dlll;r e.ut.llorUed 
without ,.gerd to preMIIt re­
quireeeDt tbat ftbic1ea, in 
order to be used, mat be 
re~st.ered in the Daile ot tbe 
tre.T&ler . 

SfAWS 

, , I __ u 

Procu:r-t DbieiOD to 
tbe new Federal. Worka 
Agency u.l<ea thi• pro­
posed 1e~.lll..&t1on now ot 
concern to the Federal. 
'!forks AgenO)' rather than 
tbe Tree81lf'T. 

June 6, 19)9 - Introduced Enact.nt ot this 'bill 
in I!Gu.se 1Ul4 referred to could ban been MCNred 
Bouse Coao1 t tee on Ezpendi- chlr1n& tbe put M•aiOD. 
turea in Executbe Depart- Barner, at tbe t1M the 
menta. bill pueed tbe lloue 
Jlll;r 18, 1939 - Reported RepreM11t&t1ft 'faber, .. 
ta'I'Or&~ liJ' l!ouH Cce- RepubllCIUl1 tacb4 Oil &a 

aitt.ee (Bouse Report llo. ._.._t recJacinc the 
1213) . all.,..,.oe to Goftru.t 
Jlll;r )1, 1939 - Passed tre.T&lera tor U N ot tbe1r 
I!Gu.se. om cars trom S <*tte a 

aile \o 4 c..,ta a aile . 
Rep. CocbriUl, BouH 
sponsor or tbe bill and 
Clla.1D8D ot tbe Coadttee 
that reported 1t, aclTised 
us tbet while we were 
tree to attnpt to haft 
thia •me!!.._t .wleted 1D 
the Senate, in rl- ot 
the econ<JII7 teaper ot tba 
I!Gu.se he could not Touch 
tor hie ab1ll~ to M01Ih 
Bouse con=- in a 
Senate 8JielldMnt strik-
ing out the 

Regraded Unclassified
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B. R. 66.39 (continued). 

4. B. R. 74'12. 
ror the rel.iet of 
J . Prult IWDer 

-9-

STA!!!S 

Valld6t .. ee.l.ar7 ~te !lade .&quat .3, 19.39 - Introdueed 
to llr. IWDer, a Printe in the 1n the Bouse aDd raferr.d 
Otl11'onoad Foree <:4 the Secret to the eo-ittae 011 

Sarrlce, durinc tbe period frcm Claiaa. 
J~ 1, 1938 to Roneer 2~, 
1938, notrltbatandlng tbe fact 
that be w.e a,t a citizen of tbe 
1Jn1 tad Statae aDd existing law 
aceord.ingl,y prohibited ~ ea1ary 
JI'IPeDta to hta. 11r. IWDer ba-
liaTed that he was born 1n Ohio 
and as a conll8<juenea was a ci tizen 
of tbe tJnitad States . Re subsa-
quentl,y learned of hla error from 
tbe census recorda. 

, ~ ( 
- ~ 

therefore, 1nstruetad u 
to kill tbe bill for the 
aeaaion, althouP we 
could baTe eaeil,y MCUN4 
Senate paase.c- ot it •• 
pe.saed by the Bouse • We 
rill renap tha bill for 
1ntroduet10D next eeaaiao 
1n a fora in wbich i t wm 
not readil,y be ·-l!b 
to . .... .._te redlaoinl 
the .J.laage ell 0"""'08. 

'ftds bill cannot proper­
l,y be tebalatad -. 
billa daring the la.t 
aaseion since it wa not 
1ntrodueed UDtil Aq.), 
1939, two da;re betora tbe 
end of the eeaeion. 

Regraded Unclassified
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IIJll IJPLAIAnqr 

!lequire• -.r1 aJI4 operator• 11117 U, 1939 - Propo...S 

ot iatera&Uoaal toll bri4pl lllialatioD Oil tb.il ... 

ud t.mDela to tllrniah adeqa&te jeot -t to BiU. 
ret-tree q'GU"tera to Oon11wt lo bW iatrodaced prior 

•.-41••· IIICh •• --., to ..s,j~t. 
aeoaeaaril;r etetioaad at br14p 
or tmneJh•d• tor 1aapaot10Dal. 
p.rpo .... 

•• 8 .!..!. . 

'!'PI' 

lleoaua ot ita t.paot • 
prbate iatar .. ta, tbi.a 
bUl will probabq reqUa 
pabUc llaer1ap. .... 
the• ~taou u­
tnal:81 t~ to Ooacra• too 

lata to -• WIT -­.u-u. dv1ac the 
paat ... ,,.. 

Regraded Unclassified
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AUC 1 1 1~ 

!hie u ill n"'WJJ• t o ,...,... 1 ,.__,,. or 4~\ s, req••U.C 
an na1u\1on or a propooal to -M pi:IJ'eMMO Of COld frca Japea, 

1, The JopanaM i nc!uatrial organisat.ice &Dd 11111t&J'7 eotabl1• 
Mat """ be N1nta1ned onl,r dth t.he cont.inued 1apo!'ta\1oD or _ ... ,. 
,... MW!'iala, Japan lapor\41 t lw ballc of 1t.a petrol-., • •.ala, .,._ 
china toola, l~abar, ootton, fort111Mra and a 1arae mabar of '"IISclaa 
and a1rp1u ... 

To piii'CbaM t.heM oo..-od1t1aa ill foraip countrl8a, a ocmti.Jiuou 
tloor of forol,ca nctbellp 1o OMCiod. 

2, ~aloe or ,old to tlw Ullit.d :otatea an a ...,......,t ._ ol 
fcroip axcbelliiO to Japan. ~r, J apan aoctuiroo a larpr -' 
o f foni«D nchm~ 11'11111 other eoaroea, parttcularl,r rr.. bar c~Ut• 
a xpor\41, 

In 19311 Japan oold abroad t JJO 111111on or coaocllt1.. of 'li!Wih 
8120 •Ulica wao oold 1n the lln1Wd s tat... ~'be eoctul rod h as 10llll011 
r .... the p..-.cla of \be Jl&la of ,old, all of whloll wae oold to the 
'C7n1 ted Stat .. I ~ allUce rr- t.lw l1quidat1011 or dollar depooUa 1a 
t he Ullited 1'tatee1 and U6 111lllca r.- credit ntended to t he '!ol<ob8a 
Specu lllmk b7 11ew Tol1< .. anke ce an O'fardran. (I t •• reponed the\ 
tbla o.ardrat'\ bad tllll oollat&nl ill 11n1W tat&o r-...-at bcndo, ) 
In addt\1011 tile Japanue aq lww been 11qu1datt..~~~r f onilu o-.ritlae 
whiab 110ro -.1 b7 tile J apGMM co .. u-nt. or b7 JapeDOM illdl~la 
and 1net1tat1ona, 

JapaJI hu alned7 eold t.o-thirdo of tho 1ol d otoo1< whi oll IN 
bod ao~lotecl prior to t he outbreak of hoot111tlea ill Ch1Da, Pl"'Ol 
llarob 193? t.hroucb JIJl,r 19)<1, Japea eold '513 ..Ulicn or ~old to the 
Ullited ' tat&• and S4 rUlion to Eftlland• H boo been eet1Mtad tha\ 
Japan baa about n so 111111on ill gold e t<>ctkl lot\, :be pr...s-o about 
S60 aUUon per ,.ar, 

), Tbe refual b7 tile United Stat&o to bol;y JapaMM 1old C<1'0ld 
not P~""W~' Japan fi'OD oelliDC her 10ld ill other ..nreu, (oar rotuol 
to pwobeee cold rr.. Ruaoia duriJic the period 1920 to 1934 did no\ 
pre_,t l!laaaia rr.. obt.a1JI1Dc t he world pr1 .. tor H e gold, ) 

'le1.t t w Wl~l';. !ioU'it ""- lt- }~ 
1'): ""'"'A. t•. 

• 

Regraded Unclassified
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'!'lie p1151 ?] tlla\ \he Usd.W 8\at.- .0. att'M\1w 1\o Ntwal 

\o biQ' Japeeou £016 bT Nl'ulJII \o J'IINhAM p ld tNns av _,.,. 

&tell d•o bo9 .lajMI- plAt ta .. , lW!Ideia\JSUw17 f-11>~ fw 
\be toU.i.l& .. ._., (a) 1\ 1a d1ft1n1\ \o '"• told, tM ~­
or Wide _, ...,.UJ' be olwdpdJ (b) pl4 1a pw 1 .... ..s ..w ~ 
eu\ \be world~ 1Jidh1dud• u ..U u ~ c••••-••• (a) r ... Scln 
co•w-to, parUcular]J llllclaad, wald probebl:f I?Oksaa,.,.\a 121 • 
JII'OI- tJmoln»c u. tl\ar111 .. u011 or ""~ ceu t.on. t\ ..u 
,..,.., \bel,. \Ndl \1011&1 flow pld MJ'lco\, llt*ll!lll,.laod ln;assf -

· \t.>e _. olearlJic • ......,_.. acatnn I\al7 Sa u.. 11\!doplaft meta 
~be LDnllon plAt MJ'h\ ,.....,..., flow fw \he •te ot J \aUae cold. '!'lie 

rs--- or ohSPP'III wald be ,...to,. \o ,.,._be\ \be addU~­
s-e-e iefthscl w..:W be nlaUft'17 \rbta1, 

4, Ollo• \bto _,,.,. .. ,. ""pond \o J"Odv• \be pr1oa or ,.u 
1e \o,.. or \be dollal". \bta -t.l7. ao\1111 al-. -u .. , .,..... 
oiabl7 1"0dvoo \be •-' ot •na" ••cbaece Japaa wald n•hu f01' 
1\o ,.:w. I\ ta •--' \ba\ .. -u .. , \oloa aiQ' ae\ta . , \hto u.. 
\bat. -u appnetate \bo Yal ... oru. dolla1' 1a \oTW ot \be ..,,.u•o 
cnD""Nn01M. 

5. !be •ol• of pld ao a Mdl• fo1' \be ou\\lw n\ ot tn\on • 
\tonal belanooa oooaU be~ ad-'17· ss- \be U..SW !1\ot.ea 

- bool.da alMa\ 60 pe..-\ et \he wo1'16 1a coli \bta u t \n 1a of ,...t 
LJIF' "\o .... 

6, '!'lie -'a et COld ..W ~Ow V ..S l \al7 ue a-' •'"-~ 

\tal 1e ....-rl- ot\b u. -' of r-t.ca .. ......,. \baOU -trla• 
...-lre \b...,.. .,..,... IIDit \be 1tq.Wiatiell .t t ol'Ulp .... -.. o.,...,. 
••pa.W oa1H ot '" •"lS• 1a calf Sa 1931, 1e oeaparl..., cUb aa1oa 
of .-diU• of..,.. \bass t2 b1111011, I\al7 I'Oper\o \o ba.,. •11 leou 
\baa t1 .UU• Sa ,.U in 1.,., 

-...u ..w nu .uu. of ,.u 1n 19)8 be\ all ot \Ida ,.u -
..w • u. -.... aa1'W\ ..s tt u- \o u. llatw swtoa, - s­
dlrea\17 u Jlri\iall c.W. 

7, I-', __ av dt.NO\ orr..,, tllia ,.., a 1 at,tr\ ~~a .. 
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J.u&ua t 11, 1939 

I n r ospontie to ~ telephone roqu .. .,t f r oM Hr . J FJ sf!e Jones. 

who 1 ~" no" ..1!'1 th~ Pnc1fic Con" t • npki~ wl'"ttt i:. ... !"' or not we 

'~nd ,,.. .., :lL-de t o t""'!' ::Jmptrol l4r ' n l e t tor o!' crit i c! stil li~ted 
.. 

Jul;r }1, 1939· Aecor di nr.lY, IJr . l!tu~tn :1rd tho f ollo'<ing 

•secr etary will no~ r~QUt~t Reconatruct1on Pin&~ee 

CorpOrat i on t.o oolc:e l oan or ttl'b""~erlb~ t o ,rt ock. of 

crlticlso of July 31 , 1939·" 

Regraded Unclassified



PAIW'JIIl.lSK OP fi!I.Jtll'll RICK!RD 

J'ROK: AMrican Oouula~e Gelleral, 
.lllehrd.u, !he Jetherlanda 

IIA!I; J.Ugllat U, 1939, 3 p ,a, 

!he dea~h in Paris on J.u~a~ 9 of the managing director 

and guiding figure of ~he priYa~e Kendelaaoha beak 1n 

.lllaterd.u, r. Kannheiaer, waa sudden bu~ not unupeoted, 

! his morning the bank applied for permission to declare a 

aordoriua on all debh owed by the bank. J.t ~he preaed 

moman~ thia 1e the only mown fao~, but i t is said that 

the amounts inYolYed - particularly large couit•anta ma4e 

UDder the personal direct1o11 of Kanllbeiaer - are enormou 

aUhoup .rrance, Switserland and Belgiua are t he principal 

countries intereeted. 

!be reeuU of tb1a action my be l1qu1c:lation, but it 

is belieYed that would be of r elatiYely l ittle direct 

i~ortance to the Jetberlanda and the United States, although 

secured loane haYs bMD -de by some banks 1n each country, 

Apparently the :tint reactions to the unupeoted 

announce•ent by the bank inYolYe no serious concern for 

the general eituatioo. in banking circles in J.aaterd.u, 

nor 1a i~ ~bought that there will be any i~crtant effect 

on national confidence. 

U:LWI 

(!elegr .. reoeiYed wi thout 
signature,) 
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Secretary of State, 

Washington. 

GRAY 

PARIS 

Dated August 11 , 19~9 

Rto ' d 3 : 55 p. m. 

1488, AUv'USt 11, 6 p. m, (SECTlf N FOUR) . 

..... ., -8 . ~ -

ThE marke t s here were nervous today on thE suspen­

sion of MendElssohn and Company in Amsterdam apparently 

hastenEd by tllc death of Hannhdmcr. (Although he has 

long been suffering f r om a very bad heart rumors of 

sui cidE arc not unnaturally circulating). A communique 

i ssued by the Ministry of FinancE recognizes the i mpor­

tance attributed to the suspension in financial c1rolca 

and indicates that the French Government is in no way 

affected. ThE Banquc de Paris ct des Pays Bas bas beEn 

appointed thE French Government 's fiscal a gents in Am­

stcrdom in place Of HtndElssobno WhilE littlE is yet 

known h ere of thE reasons behind Mcndclsoohn 1 s suspension 

i t is felt that that concern may l)s.vc beEn biting off 

more than it could chew rcocntly on the French and other 

loans, There is also a feeling that Hcndelssohn's was 

pretty much a one man show - MannhEimcr - and with his 

death 
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- 2- #1466, August 11 , 6 p .n . (SECTION FOUR) from Paris 

death th~ oth~r partn~rs m&y wish a moratorium to s££ 

just where thEy stand and what hie ptrsonal commitm~nts 

may omount to. Th~ Amsttrdan markEts stEmEd to hav£ 

t oken thE suspEnsion ca lmly. 

BULLITT 

CSB 
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CJ 

St crctnry of Stat£ , 

Waahingt on, 

GRAY 

PARIS 

DatEd August 11 1 1939 

Rto ' d 4:05p. m. 

1488, Au~ust 11, 6 p , m, (SECTI0N FIVE ) . 

122 · D 

Th£ fund again gainEd oonsidtrabl£ s ttrllng today 

with thE pound undEr pressurE hEld at 176, 71 (yEstErdayl s 

drop from 176. 72 wa, duE to thE diffErEnCE in valuE datE) . 

ThE forward dollar was strongly bid and thE forward f ranc 

incrEasEd its prEmium to 7 cEntimES and 12i centi mES 

for on£ and thrEE months rcspectivtly. Tb£ Swiss franc 

and bElga wtr~ unchanged and thE florin was strong 

closir~ a t 20. 22 par t ly on liquidation of contr acts and 

short covcr,.ng on thE ' itndElssohn failurE . Rcnt rs WErE 

down about 50 cEntimEs at th£ opEning but closEd only 

10 cEnt~nEs on support by thE rEntts fund , 

Todayt s BullEtin dE la Statistiqu.E GEneralE shows 

th£ gEnErl11 industri al pr oduction 1nd£X at 100 for JunE 

(bosE YE:1r 1928) thE principal improvtmtnt ovEr thE 98 

for Mny r Esulting from risES in th£ ratE of optrations 

i n thE t EXtilE indus try, stEEl , metal worlti ng, building, 

and minEs which offsEt dEclint G in thE chEmical nnd papEr 

induatrteo 
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- 2- #1488, August 11, 6 p . m., (SECTION FIVE) from Pari.a 

industries. ThE indEx tor miscEllanEous industries rt­

ma1ntd sta tionary at 110. 

Owing to thE Assumption Day holidays thE marktte 

will bE ClOSEd until WEdnteday. 

(END OF MESSAGE) , 

BULLITT 

NPL:CSB • 
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Mr. Haneo 

COJU!EC!IOJI 

Pleaoe vrl~e ·~n4 ot Mea0&£8° at eDd ot Section 3 
ot Par lo cable f l49Q, Aug.l2. 
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P.ul.&P.AII OF f!IJ,pa&M RICill'ID 

ftCih Aaerioa bbaooy, Parb, J'ranoo 

DA!I1 AUfDo1i 12, 1938, 2 p ,a, 

I O.a U90 

FOR . !HI 'l'UAilllT, 

!22 - F 

! hb a onaiq Ruoff oonfiraod 1io uo 1iha1i while ao 

yo1i no1ih1q do!i nHo b mown, tho aai n rauon tar tho 

llendolaoobn ouapaaion oooao 1io ha•o boa lack of liqv.iti 1iy 

rooulUq frca Uo rooa1i flo1iaUono of J'ronoh a.D4 Belgian 

loano, and 1iho oalllA& 1Jl of ahorl 1iora adn.nooo which 

had boon onado4 1io Kadolooohn on tho pan of 1ihoeo lO&Ao 

11; o1iill hold. auotf oaid again 1iha1i no dopoaito were hold 

by KendolooohD. f or tho J'r011oll Go"t'om110n1i, and 1iho ouaponolaa 

would no1i dlrooUy affoot 1ihom. n no poooiblo, llo ad­

a1t1iod, 1iha1i J'ronoh loan quo1iaUona a1gh1i euffer, but ho oaid 

1iha1i ia tho Jo1ihorl udo holdcro of .uoh .. ouriUoo ha"t'o 

forao4 an or p.nhaUon which will probably bo ablo to proYont 

any groa1i drop in 1iho qu.o1iat1ono. Bo did no1i oay any1;hing 

abolrt 1iho illplloaUaao h "t'Ol"t'od 1Jl KODdol .. oha'o rdaUoa 

of ouch oubotan1iial blooko of t heir rooon1i 1oouoo. 

On tho Bwioo Bouroo today, Ruoff oaid, J'ronoh ooour1Uoo 

are obaag; tho Swioo Bouroo wao 1iho onl y one opon 1ioday. 

Jo OYidaoo of frau4 hao ooao to llpt oo fer, ho oa14, 

and hie t.proooion 1o 1iha1i Mendolooou•o Uu1li uoo will 

bo abolrt balaaood by 1iho1r a oono. 

DD SIC!IOJ 00. 

BULLift. 
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PJJW'lltAU Or T"·'OIIAV REOIIVZD 

JROll: Aaerioan Legation, Tile Hague, letllerlanda 

DATI: .f.uguat 12, 1939, 3 P••• 

10.: 118 

STRICTLY COIFIDIITUL. 

Tile reaction on the beterdu aarket yeeterday to 

Kannlleimer'a de&tll and the llendelaaohn fir•' • application 

for auapeneion of pa111enta was rel&ti Tilly slight, a8 the 

Department 1a probably aware. After the first flood of 

ruaors, public opinion here both in and out of banking 

c1rcle8 1e tllat it apprabenda no serious repercussions far 

otller Duthb banks or for the general Dutch financial fabric. 

lo difficultiea are BDTieaged by the Handel llaatsoh&ppy, 

which might baTe bean e:zpeoted to be most adversely affected 

by the situation of the Ksndelaaohn firm; the general view 

1a that this ia the oaae. luch rumora as there may baTe 

been that llannhei•er co.mitted suicide aay be discounted; 

hie death 11ight baTe occurred at ~ moaant in Tin of hie 

extramely b&d health for a long time. 

Tile olaim 11 made by Treaaury and lation&l Bank officials 

here that they baTe 8ean tll18 coming for 8ome time - and 

I see no reaaon to doubt them in thia reapect. Thia 

wus foreaeen particularly during the l&8t month when 

llendela8ohn1 a priTate loena to rrence and Belgi•, mostly 

to France, were di8t1nctly overdone, according to one 

informant . Tile rrencll Finance Kinhtry co-llllique of ye8-

terday stated 

• 

.. 
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~C"4a:r a~de4 ~.ba~ ~.beae prin.~e oon~rao~e bad. been ez­

eou~H in ooueoUOil wi~.b ~.be reoen~ public no~auoae of 

Frllllca loane b:r a conaoru- of Du~c.b and Swiea balllte, 

inolud.i~~,g llendeleacaa. l'het.bC' or no~ ~.Ilia 1a the cue, 

thC"e na~ural.l:r ie daD.gC' of ~.be lar&e aaoan~ of rreno.b 

paper w.bio.b llendel .. o.bD .bolda ooaiJl& on ~.be aarltn. 

AU.bouata i1i baa been dllllied ill the preaa, I baTe been 

inforaed ooafideaUall:r ~lid :reahrd&:r ~.ba rrenoh OoTern­

aen~ gaTe aoUTe auppor~ ~o rreno.b ianea 011 t.be aarltet 

in Aae~C'daa. 

The Tiew ia &leo ezpre .. ed b:r ~.be official.a aen~ioned 

aboTe thai ~he preaen~ llendelaao.bll si~uation will baTe 

no aerioue ill affao~a for ~he ••~herlanda. In ad41~1on 

the:r aa:r ~hat there are no Du~o.b depoai h wi~h the 

llell4el .. ob.a bank, al.~hO\I&h there are aoaa fore1p 4epoai1ia, 

an4 Dll~oh baD.It lO&De to ~.bia allk are nll ccwC'e4. 

It 1a n~e4 wi1ih aoaa in~ereat t.bat ~he local preaa, 

in trying ~o f1n4 reaaona for llandelaao.bD1 e diff1oult1aa, 

reports ~.ba~ •acoordin& to data of ~he Seour1t1aa lxo.b&Dp 

l~elion', a~ ~he end of llay aoaa 550,000 ebaraa of 

4aer1oan Boeok ware held b:r the fi.ra of Kendeleeo.bD 1D 

the naae of other Aaat.r4aa firaa. 

D]) 11181'01. 

O(IU)() •• 
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P.AlUPI&'U or 'fJI·IOBAM ltiCKITD 

ftOil: .t..erioan lillbaaeJ, Berl1a, Gerii&DJ 

[ParUy bJ air) 

•o., 786 

. .,., 1 . . '- .. 

Puhl, the aoUYe hN4 of the Jteioheb&Dk \UidR J'Wik 

the noaiDal head, ll&id in a oonvereation with a ••ber 

of the lillb&eeJ etaff that he sreaUy recrnhd the publicity 

g1Yen hellle to the recent dat-enh by Gracly 011 Geraan­

Amerioan trade. Be aleo resretted the Seourltiee and 

lx.chanae o~ .. i on1 e action in retu.eing to perait regle­

tratioa of Geraan oon<reretl>n· banda . Puhl ll&id that 

the effort. which moderate el•enta in the Goyernaeat wRe 

exertiJI& to bring about a •aodRation of polloJ' on the 

part of the Reich wRe wealtened b)' theee aotione, and 

the banda of the extr•lat influence ia the PartJ and 

the GoYernMat wRa atr~hene4. On both oooaaiona, 

he eaid, he had been the eubjeot of reproaohea to the 

effeot that he could eee now that he waan't gettinc any­

where with hie policy of oonoillatloa. 

At the Uae OradJ'• etateaenh wRe publiehed in the 

local preee, be had been call" 1n bJ J'wlk, !'he latter 

wante4 to i .. ue a etateaent • correotiag1 the reported 

etat•ent that llO propoeala for eoldag the trade and 

eoonoaio leeuee bet•- Geraany and the 1Jn1ted Stat .. had 

b- put forward bJ Geraany. It waa rau:•e id• to -':e 

:reference 

.. 
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reference io ihe propoeale ngoeied laai -c, proe-bly 

1D a apoeoll by B:rin'heeu. [lloferlllloo: telasru •o. 38'7 

of Auauei 18, 1938, 8 p.a., fr:oa t.llo :lllbaoay.] .l ponoD&l 

lnier: .bad alao bo1111 addr:o .. ocl to tho .laba .. ador:, whioh it 

18 1mdoraiood 1a in tho Daparialllli'e :tiloe, 1D which 1i 

ia auggeeied aa a provieional aoh .. o ihai Ger:aan-.laerioan 

ir:ado ~· carried oui on ihe baeia of a special •uerill:& 

aark•. J'lmk alec wanted to aako refartllloo to ihie eugoa-

Publ aaid i.bai ho n.e able io 41aeua4o J'lmk :tr:a. 

1181t1Jii a public reply io Grady ' a eiai•IIDh. He euggaeied 

'Ghai einoo he, Puhl, knew Grady pceonally and favorably, 

ho might wriio hia a peraonal loiter io iry io havo tho 

1 aiaunderaianding1 cleared up. In ad41Uon, Puhl aaid 

i.bai on boih aides ihero wero 111Biak .. and m1aun4oreiand-

izage ao recar4a i:r&llo relaUone. Ho Mid thai ho n.e 

ihoroU&hly aware o:t tho dieaeiroue o:tfeoi on Geraaa ooonoaio 

rolaUona o:t Gera&A polioioe o:t exchange conirol and over­

valuation o:t ihe ·.ark. However, ii wae noi poaeible io 
iheao .POlioioe 

olillinaie au./ai the 11011oni, eve though they were 

ooonoaioally veauoue and dia&dvantaceoua to t.lle GarMAe. 

It 18 requeeted that you repeat thie telegraa to 

the Treaeury ae Heath• • ••· 56. 

IlJil. 

.. 
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August 14, 1939 

Dear L!r. Campbell : 

I have juot had a cable from Secretary l.!orgenthau 

reouaating ce on hie behalf to congratulat e you and 

t hoae oembers of 70ur eta!! who ha·oe worked so dili-

t ently for the .lnnenber c indictment. We all think it 

a job exceedingly well done. 

With kindest reGBrda, I nm 

Ur . ll'illiao Cacpbell, 
Unit ed States Attorney, 
450 U. S. Court BOuse, 
Chicaco, Illinois 

JlfB:ce 

(Signed) J ohn 'I. Ranee 

'"'j _, 

.. 
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Dear lllm.er: 

I have juat had a cable froa t he Secretary of 
th e !reaeur;r, aoklns that I coDTe)' to :rou, to 
llr . lladden, &nd the ~nto a11oclated with him, hie 
wero congratulation• on the eucceooful outcoce of 
aeve::al :rears of diligent and pa1not4k1ng work lead-
1111! to the r eturn of a trua bill b)' the Grand Jury 
i n Chicago againot .t.nnen'bert;. 

With every r.ood wl eh , I a:o 

Sincere-ly yours , 

( Sit;ned) John If. l!aneo 

The Honorable lll:>er L. Ire:r, 
Chief, Intelligence tlnH, 
Bureau of Internal ReniiUO, 
Washington, D. C. 

J'IIB:ce 

:.24 
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A\J8UOt 14 , 1939 

I have just had a cable froo the Sec retary 

r equeot111g ,. on lda behalf t o con«ratulat e 10u 

and those oenbers of your DepertDent who have 

worked so dili~ently for the Annenberg indictoent. 

We all thi nk i t a j ob exceedingly ~•ll dono. 

Wi th k i nde st r er,ardo , I am 

Sinoor ol y yours , 

(Sio>ed) J ohn W. Ranee 

!he l!onor able 

!the .A.t torney General . 

JWB1ea 

, 21 
- ::> 

.. 
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WashiJ>&ton 

Au;:ust 15, 1939 

~you for the trouble you t ook with 

regard to J111f telephone 1nouiry t hia corni ng 

in connection with the quest i on a~ed me by 

the Venezuelan Al:lbassedor. !he extract fro:> 

the l etter of the Federal Reserve Bank en-

closed wi th your letter to me of tod~ ' • date 

civea me exactly the information I needed. 

U.v beat regards, and believe co 

Toura ve~ a lncerely, 

(Signed) Sumner Wellea 

'l'ho Honorable 

J ohn W. Hanea , 

Acti~~& Secr etary of the ! reaeur,y, 

Washington, D. C. 

::. 26 

.. 
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AU(III.ot 15, 1939 

!4r. lfellee called L!r . Hanoo todDy and eaid that the Venezuelan 
Goverrunont , which hne approximtttely $6 ,000 ,000 in gold earcarked with 
tho Federal Reserve Bank , wants to know whether eueh gold " 111 be tree 
tor export undo~ any and all concU tiono . 

It io ourL-ested that the foll~in& repl y be oade to the Venezuelan 
Govcrnaent: 

1 !:!oe gold which the l'ederal Reserve Ban.< ot lltrn York i e 
holdi ne under ~~ for you under ita apecial licenee is, 
under the teras of such special l1cenae and exlot~ la"" 
end regulations, eubjeet to export by you at any ti~e. It 
la, of course, not possible tor ua to guarantee the 
pe~eney of existinr, laws or recul&tiona, or the continuance 
of the opeeial l1cense of the Federal Reserve Bank of New 
York, or to forecast their ehnnr,e . It aeerne al']lropriete for 
us to point out, however, that eince early in the year 1933 
when ~old t rnnoeetione in thie country were firet placed 
under reetrietions , the Fedeml Roeerve Bank of New York hae 
eontinuouely been granted licenooe by the Secretary of the 
Treasury to export , at the r oaueet of the owner, all geld 
ear~10rked in i te vaults for account of any foreien govern­
ment or foreign central bank.• 

.. 
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PARAPHRASE OF TELEG!W! RECEIVED 

FRO HI 

DATE: 

NO.: 

American Legati on, The Hague, Netherlands 

.August 15, 1939 

119 

· i.r A 

The looal preaa this morning, and I presume the 

American press also , carri ed what purported to be a 

statement or assets and liabilities on which the Am­

sterdam oourt yesterday granted provisional suspension 

of payments t o the f 1rm or Mendelssohn; this -statement 

revealed a detioit or a little over t1ve-and-a~f 

million florins . It was further reported that on 

November W, the court after a r urther hearing of true­

tees and creditors will make a final decision as to 

whether suspension of payments will be granted or not . 

(I am informed that if granted euoh suspensi on will be 

effective t or eighteen months with a possibility or 

renewal tor a further similar peri od upon request or 

the credi t ors; i f refused it means out and out bank­

ruptcy). 

I reoeived intimations late~ in the morni ng that 

the detioit would be nearer to 75 or 80 million florins 

than five-and-a-half million tlorine • .An extra edition, 

early this afternoon, of t he H.ANDELSBLAD,whlch purpnrted 

to give figuree from the list of oredltors whioh was 

submitted to the olerk or the .Amsterdam Court stated 

that 

.. 
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that the detici t waa liiUch greater than the figure ot 

fi ve-and-a-halt million, and the purported itemiza­

tion ot creditor• could be interpreted aa substanti­

ating a detioi t of eomething around an additional 

seventy million florins . The eubatance ot this special 

edition article, I understand, haa also been cabled to 

the United States tor publication in the newspapers 

today. 

The f ollowing porti on ot the telegram is strictly 

confidential. 

ln view of the above, I took the matter up at 

once wi th the Secretary General of the ~oreign Office 

and he ,$ot into touch immediately with Doctor Trip and 

w1 tb the Ministry ot Finance. Aocording to Doctor Tri p 

the figures which were contained in t he afternoon 

speci al edi t i on were not offi cially given out by t he 

court, and t he reporters were responsible tor errone­

ously compiling t hem. A deficit figure of between 

five and six million f l orins is oorrect , states Doctor 

Trip. Apparently abort term plll)er- -prinoipally French, 

consisting of renewable three-month& maturiti es--had 

been sold by Mendelasohn up to an amount which approXi­

mates sixt y mi llion f lorins on the conditi on of repur­

chasi ng it, if requested, at early maturity dates . In 

the 

.. 
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the opinion ot Doctor Trip, however , it is moat unlikely 

that the holdere will attempt to shove this baok on 

Mendelssohn ( wh1oh it 1s presumed would put them in 

the disadvantageous position ot competing creditors) 

or to realize at an earl y date ot maturity with de­

pression ot the price ae an attendant risk. 

It ie generally expected here t hat t he French 

Government will 1eeue a statement concerning the 

support ot these securities, poeeibly in conjuncti on 

with Dutch banks. 

This ie t he end ot the strictly oontidential por­

tion ot the telegram. 

It 1e hoped that the toregoing statements will 

prove to present a true picture ot the situation, thus 

serving to clear up a maee ot oontlict1ng looal intorma­

tion which has probably been retleoted in tod&y 1 e Amer­

i can press, to some extent. 

Yesterday and today prices on the Ameterdam stock 

market did not decline to any material extent, excepting 

the shares ot the Handel Maateohappy, euoh shares de­

clining tourteen pointe in the last two days; however, 

the remainder ot the market wae not appreciably unsettled. 

GORDON 

EA:LWW 
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Secretary of State , 

Washi ngton. 

795 , Augu.st 15, noon. 

My 7831 Augus t 12, noon. 

GRAY 

BERLIN 

DatEd August 15, 1939 

R£o 1d l p. m. 

ThE Berlin prts3 this moruing hw.adlin•s thE E~cris 

interview wi th Funk on German-American trade relations and 

thesE accounts according to EndEris correspond i n all ts• 

scnti a l particulars With his despatch to the NEW YORK 

TIMES. In addition therE is considErable edi torial oommcnt 

which is summarized below: 

ThE D A· Z publishes a lengthy front page editorial en­

titled •commercial Policy Without Doctrine" which recapi ­

tulates thE German att itude as Enunciated by Funk and re­

viEwing thE reasons which bnvc led Germany to seck "new rormo 

end methods" in f oreign trod£ quotes HitlEr to thE Effect 

thnt Gcronny "hns only one doctrine 'ltlich is thnt in econo­

mics th.crc is no doctrine• . Citing percentage figures or 

thE declinE Of American EXports to Germany thE tdi torial 

contends that the AmErican farmer has been particularly af­

fected by thE loss of the German market and i s now reacting 

agains t 

Regraded Unclassified



- 2- 1/'195, August 151 noon, fr an Btrl1n 

against r:xiating American commErcial policy aa ia witntssrd 

by thE recent activity of 60 WEStErn and a outhErn rfprEsr:nta­

tivn to r utorE trade with Germany. FurthErmorE Amtriclln 

1ndustr~.o.lists have rEcently sharply criticized thE Hull 

tro.d£ policy, notably Howard of GEneral Motors who i s rE­

ported to have stated that the grtat mistakE of thr: Hull 

polioy was thE failurE to oonclud£ agrE EliiEnts with the to­

talitarian statts. Wbilr: placing r esponsibility for th£ 

prr:ar:1t s1tuat1'>n on thE UnitEd Stateq thE Editorial asserts 

that as ccmprthtnsicn grows i n thE Uni tEd 3tatts of GErman 

"forlDS and mEthods" it will onot mort bE p.:>ss i bl£ gradually .. 

to rEconstruct GErman American t r adE and in this c onnEction 

thE atti tudE of tht sixty congrEssmEn i s i nttrprtttd by 

Funk ns o. 0bop£fl·~ sign" . Concluding on o.n optimistic not£ 

tht Editorial dtclnrEs tho.t with good will for coopErntion 

•sound common stnst co.n pr£Vn11 ovtr thE di fficultiEs" o.nd 

it will EVEntunlly bt possiblE to organizE thE tro.dr: o.ntw 

i n such mnnnEr tho.t -.hilt to.ldng into account thE pcculi o.ri­

tir:a of each ayat£m both partiEs will b£ntfit . 

ThE VOLKISCHER BEOBACHTER gav£ a front pagr: sprtad t o 

t ht 1ntr:rv1Ew EntitlEd "dogma is t hE EnEmy of economics• 

but madc no Editorial commEnt. YestErday ' s £d1 tion of th£ 

paptr howtvr:r publishEd undr:r a Washington datr:linc a dEs-

pate'• stating that tb£ •catastrophic" dEclinE or agricul-

tural Expor ts has moved thE Scorttary or AgriculturE to ordt r 

a 
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~ thorough 1nvtst1gat1on of thE reasons for this decreasE 

with particular rtftrtncE to thE possib11\ty of new markEts . 

Commmting on this r eport thE VOLKISCHER BEOJ>ACHTER statts 

tbat "Wallace: appEars presumably to bE r.~orE stupid than 

hE is" as thE "catastrophi c dtc 11nt 11 in AmErican EX!Ort s 

is thE rEsult abovE all of thE boycott agi t ation again.t 

tot~l1t~i~n countriEs which has ~E it i mpossiblE f or th~n 

to cO\'Er n~ fo=trly n lnrgE port of their impot't r<:quirE­

mEnt~ in t•1E Um.te:d Stntes . ThE tditorinl concludes by 

ototing th~t t hlo i s pnrticulnrly truE fc~ cotton e:xports 

which wt rE i n thE past takEn principally by GErmany and 

holds thE RoosEvElt Administration "ful ly responsiblE" for 

thE boycott as i t has countono.nctd:B: by vtord and dttd. 

Th£ BOERSEN ZEITUNG g i VES thE intErviEW front pagE 

prominencE and follows it up by td1torial comment in th£ 

financial section s1Jr,ilar to that of thE D A Z and con­

cluding with thE statEmEnt thnt OErmo.ny has found that dif­

fErEnCES in trod£ systEmS hnV£ not hindErEd thE dEVElOpmEnt 

of trod£ re:lot1ons and thnt the: diffErEnCES bEtwEEn libEral 

nnd totnl1tnr1on Economic systEms should not 1n o proot1oal 

sEnse s t and i .n thE w~ of n re:stornt1on of commodity EX-

ohnng£ 0 

REpEat to Tre:nsury. 

KIRK 

CSB 
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PARAPHRASE OF TELEOJW( RECEIVED 

FROM: American Embaee:y, Berlin, German:y 

DATE: August 15, 1939 

NO. : 799 

1.?8- G 

According to turther reports the Russian-German 

eoonomio negotiations have been praotioall)' concluded, 

and it is expected that vi thin a ehort time an aooord 

will be eigned. One eouroe ot intol'JD.&tion intimates 

that the amount ot the German credit to Russia would be 

200, 000, 000 marks, approximately. 

This message should be repeated to the Treasur:y 

Department , 

KIRK 

EA:LW 
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TREASURY DEPARTMENT 

WASHINGTON 

Auco.at 16, 1939· 

S!pteaber 15 rtBADOl!C 

11114er 110..-l coll4ltloaa the --t ot the Septe.ber 15U. 

f1DADCl.Jic Wlll4 be t or !v.eedq, Septuber 5th. Bowner, :rou recall 

ibat lut 7MZ' beceuae of t he t ore S.C. d ~tlon :rou 4ec14e4 thet ;rOll 

414 not WDt to a1te the 4ecbloa u t o the rate on Ia~ all4 baft 

all of the 40011Mllh ooDCarnlDC the &llllOilllO-\ lie 111 tba .aile tor 

a perlo4 of "'-> 4a;re before the:r were &llllOUllOM to tba public. You 

4801484, t herefore, tbat ;rOll Wlll4 Mice tba 4ec1elon on fll .. dq 

tollorillg Labor Dll;r, tba rMeral ~e .. ne llalllca noUfle4 late !uedq 

attarnoon atter the cloee of the arlen, Nl4 the &llllcnmc-\ ude \o 

the pllbllo on '!bl!.ndq. !hh -• tbat one 'bl1allle .. 4q lllhr,..ne4 

between the 4q of the 4echlon all4 the &llllOWICeMilt to the public 

Jut the •- u lwl4q 1nhn-e under tba proce4ura f ollowecl tor 

the other t hree quarterl:r flBADOillC 4at ... 

Ill rlw ot tba taU: ill the pree• to the effect tbat wo lliel>\ 

expect ooM torol.p Uoturbaace ill the earl :r part of lept .. ber, I 

plan the t olloriJlC ooll.anl,e tor t he Sept .. ber 15th t11l&ll01111 'CIIll.Me 

:rou baTe eo .. obJection. 

Jell will prob&bl:r be h. lew York on the 2Sill all4 29ill at which 

tiM he will 41-o the tor~~~~~ t1-bc with repr11111\&Une ot 

the r e4eral lee&rTI 1u11t ot lew Tor\: &114 a tw ot the 4eal..., all4 ballltere. 

Ye will baTe an open Ml't:lt Me\1111 Oil hldq ~~~~. lepteQ.r 11\ 
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* I oball - l.lltomalq w ~. preoo Jrltq - \M _, at 

~· tonhOM!IIC h.u tor oull, \M\ tho __ , will he rel-.4 

w \he pUlh !llan4q, lept•'llu f\b., u4 it OODI.lUoaa look t-rPl• 

-•• a\ \b.a\ Uu U..\ U will he a J.oac-hra hellll IIIlA \b.a\ ~· 

b.oluro of \b.o Doo•her 15\b. MnriUoo will h .,..,.. aa opportaatv w 

Gob.aace \helr b.o141ap for \M - h... If oolllllUoaa are M\ 

fa'rOrablo I wlll bo14 \b.h laa\ ..atloM4 par\ ot \M -o-a\ opaa 

uU1 Ia~. or, poun~. tuoo4q. Wo WO'A14 4et.ralM tho rato IIIlA 

h .. lato tuoo4q, lept•her 5~. wirlllc tho :r .... rel J .. o"o Je.b 

!w.ood.q nat-e at\or \he aub\ oloooo. 

I .. - \b.a\ ;rov. wlll _, \o to1opbou •• !lm.ro4q or :rna., 

oi\her \he )lo\ of A>apa\ or tho lo\ ot lept•her. I ob.al1 he clllll it 

;rov. rill .U1o ao tho 4., IIIlA IIPProxba\o llov \lla\ ;rov. .-poo\ w \o1e­

pb.oao. 

'llho tou.wt.-c aro for oou14or&Uo• 1a 4e\amlll1-c \b.o 'TPO of 

-nv w bo oftero4 l• ~. lep\•her fianc1-ct 

(1) Coa4Ulou W-e fa'WOJ'a)1o offor a ~ ltoa4 tor 

$5(10,000,000 ONb. wl\b. .. lo-c a , ... of 7oaH ao IIUb\ 

ooa4l\loao wlll ,Jan1f7, laoroaoo \l1o _,, of~· offor-

1-c 'b,- chiQC \he Do-ltor 15\b. Mhbo1uro u opUoa w 

Gob•ace for tho - h .. IIIlA loy rooo~-c .. , to cooo4 

•15(),000,000 of \he - h- t•r '"-' 1~•'-' 

... -.. 'llhl• .. a~a Mko •5QO,ooo,ooo oaeb., ~.ooo.ooo 

Gobncoo 8D4 ""' w GOOo4 tl5Q,OOO,OOO tor lo~ 
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1111 a ~ J0-35 ~ bod which would be tQOhd at &bout 

101-3/11• It llipt 'be poloib1e to .. u a 2--3/lf> 21>-25 7HZ 

boDA which would be qa.otecl at approzbotel7 101-1/2. !here 

are 110 -turltin at t.he prn.,.t tiM 111 the 30-35 Te&r 

period ud tbe oll.l7 •turit7 1D the 21>-25 T•&r period 1o 

t.he tJ-. ~5.000.000 of 2-3/4'{. !reaWJ7 boade a.ll&ble 

Deo.'ber 15, 196o u4 -to.:riDC Deo.ber 15, 1965. 

(2) It ocaditiou are 110t 10 fa.roroble 71t we caa be 

a .. vecl of lllCOIII ~ epUtUDC tho lo.,.., offer a lo!IC'" 

tero bozod a1 &bon u4 a 5-T•&r aote, pro'b&bl7 cozofiDiuc 

t.he 5-~ar 110h \o n.o-ber u:ohaDC .. • hphmber, 19114 1o 

(3) .If coadUion1 are I'IICh that 1 or 2 ooald DOt be 

D4opte4, loi'O.e a 5-71&r nate for $5()0,000,000, cub oll.l7. 

(4) If a&l'll:et coDditiou are "'cb that 110 f~DC 

ohO'Ald be do111 ill lept•ber, we ooald co OTir uU1 Octoller 

or loT•ber or n• O&rr7 OTir t o Dec•ll•r and raie• 10M 

&441 tional 1101117 ill tho Hantl.ae tbro'QCII the aol• of '1're&W17 

billa i f de•ecl IIIOIIe&rT• Our balance• would etill be abOilt 

$50Q,OOO,ooo colDC 1Dto Dee•ber lf we be.4 110 flnueiDC 

whatiTir. !he prnent ll&lance 1o $1,711,000,000. 

Regraded Unclassified



! 28-A 

... • "' 19lt. 

•• , a un •• 
... ~ ...-u.. .. ----·., ...... ~. 1,. 

ftU?d'll ~ '- ....... , ......... ,.. .. USUW 0 :rw I I U 

... 1Mt ,_ --· ot tiM ,_._ el .... ,. ,.. ......... ,.. 

AU sst -• ts -u the ...Utss u ts tile ,.,. ss lnl ... ..a 11-. 

nU sf u.. us rls ru •-•• ,.. -• uu t u. 1a t11n -.ua tw 

a .-to& ot M U,. '-tWe tMiJ - - •••• ts tiM ,...."•• Tft 

hs'w, tb etea .. tllat ,_ ~ .... u.e Mddss ss •ue~~r 
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,. s~ ..... ~ n-t,.. ...... 

ta "'• et ,. .. b tile ,_ .. tiM eft ... tllat ........ 

wpest- tw 'p Utl? 11 ts tiM -'4' ~sf..,...._, I 

J1- tao. .-newt,.. crrtttzls ,.. \be ..,....... 15~ ~1'11 _,_ 

:rw -. - s\Jeetlss, 

leU will~'- ta•wt?ftss tile 28_.ssl~d W&ell 

1M,.._.,. ._a us 1lwlr sf..., Tellr ssl s tw et t11n •es'wt ss1' I s • 

.. wlll -. - .,.. ............ - J'ftAII' w .... ..,, •• 1ft 
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.ell • ~ ~",.... ........... .-14 ......... , .... , 

101·Jfll. n •~~~>• -. ,. .. nt. w •11 • ~.,,_,. »-25,.... 

'-• ..tltlh WG14 '-.-..a •• -.,..S..Mt, 10~1/2. !ben 

..... •tutU•• •• \he,_, u .. ta .... •»,.... 
perte4 ..a t.be eall' .. tvt-,. la \he 30-25,.... perie4 te 

\he t1.1115.ooo,ooo of ~Jfllf> ~ .._.. eallana 

n.r•>er 15, 1~ ae4 --.sac D t D U 15, 1965. 

(2) It oe..uu-. .,. =• • r-.ula ,... ... caa -. 

.. --a ot -· "' -.uutac u.. lr-. ottw • J...,. 

·- '-a4 oa allrfe - a 5-J"oar M\Ot pN'-'17 enflalac 

.... '""""" .... .. ........ ........... .... ...... 1911b h 

• -·tate. 
(') tt oe..U\S..o .,. .U \!Ia\ 1 or 2 .-14 =• '-

...,,o4, s.- • ~ .. ._ tor *'».ooo.ooo, _... eall'· 

(It) It •nn oea41ts•••.,...., u.at = n-.at .. 

.-tA '- ... la Stp\M'We we .-14 .. ..... waUl Ofto'-F 

er •••••• •• .._ -.r17 ~to DJtln'-' aa4 I'd•-

"tlo lt 4aeM4 -IUF· OV '-le·- Vftlcl o\lll '- .._, 

~.ooo.ooo .. , .. taw no--.r u .,. w .. naeetac 

..... ._. !be,..._. '-'ern h t~..m.ooo.ooo. 

DWIIIIW • A 
1/16/ , ~ 
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,.IEDERAL AC·St:RVIE BANK 

Of' NEW YORK 

II( e) 

OAT£ ' ad. 111 ltWo ~C'trr: CORRESPONDENCE 

~m oii!!'I.UL nua __ .. ~·-----------

SUBJEc:n..1Jitii'IOIII 0CIIIfii88IOII W1B 

___ ___.a.l 0"' lUI MO. 

I oelled. ~~r. ••*• .- 11 MOll ._...,., ''"'' "" .uu 
ba'rtlll a dltf'icult Uaa, he M141 aad had 80 tar \o4q 8014 

u e,ooo,ooo (their a)laqlllllt Mille •••• a \o\al ot -tela• 1\tr tba 

4q ot 111.10001000), 'l'han had 'bee a bil 4•c4 tor tonu4 4oUan 

aod thlf' had latanced. !1'011 Uaa to ta• at 1 '/1 bu\ wan out of 

t h e an'-lt at the -ct, haYillc 4ea14ed. it wa1 woftb *Ue la,U., 

the nta 10 a little IDd ••• qeaulaUTa opanUOGI 1101'1 apclliTe, 

4"elopa4 troa the -••rution that the filura• tor w .. 'llbte 

tbq oabla Ul dail7 &l'l qot Wll oelTo Bo-w, a1 110at of their 

tonard tnn11otioa1, 1a ad41Uon to their •pot trmuot1CDI1 an 

1Witoha1 - thlf' buT qot md 1ell tonu4 4oUu• - their nat doUu 

poaltioa •• net atreeted by their tonucl eparatiOGio !hall' OD\l'illl\ 

•el•• tor tonari de11TU7 -tad to no 110ra thao $&10001000 b a 

we• or 801 be added.. 'l'hair ni\oh opa.nt1ce11 Bawkal' OODtiDued., 

aana4 a cloallla purpoae1 (1) it, ot OOill'aa, pr"cted. the toJ'WU!t 

f'l;OII 
ratal{going too tu, 'llbtcb 111D1114 alike atwliDI look TaJ7 •all .... , 

ID4 (11) by •aan• ot thaaa nltohaa ttur pitt ba* into the aaritat 

aterl1DI ,_d• 'llbte otbenhe their aele• ot qot 4oUu• would talla 

out. I a*ed whether the qu .. Uon of •••• OD tenu4 oontnota 

"~~' bothered t h•• I\ 414, troa tiaa to tiae, • ••• repUa4, a• 

the t orwu4 poa1Uoa laor .. led 1a a1H1 'l'hta wet a.,ea1all7 tor 

.lall'iou 'be&• nob a• the C21aH ID4 the Oaai'ID\7 'l'l'lll\ wbo ware TIJ7 

hawt~ 1a the aaa• at tba -•• and quite pal'tioularlT tor p.opla 

U ka La1&1'4 u4 OJ'_,.,, who be .. ., ... .., bad TU)' 1111 po11t1ce1 ope. 
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,.E"O£RAL RES£1tVW: BANK 

CORRESPONDENCE 

OF NEW YORK ::40 

• 

DATE ..... 11 11111 

suaJrCT.~IPBOIIJ conaaAtiOI ma 
IAU OJ -LJJIOo 

!he cl•llld tor dollal'lt 8a .. el' OODtillllecl, WU la~elf 

aU1'1butable to pre11 talk oo the Coattnmt mel to .. lmd ellout the 

po .. lbl e clenluat1on ot aterliD&, 'ltlJ.ch to tuna waa cloaelf -eotecl 

w1th llr . llo~enthlll' a rtatt to •Npe. People kept on aq1nc be had 

o011e oTer to 41acuaa the poa1t1on ot nwUnc ancl the posat'b11UT 

ot aterl1ac clnaluat1on. Brit1ah capital waa not 110rtnc out .o tar 

on a lal'l• IIO&le, he tbovcht, aUhOU&h there ~ht, ot courae, be 

- • 1.olate4 ouea ot tl1cht ot JUab tuDela. On the other lua4, 

there ••• a bic anUo1pat1on bT Brit18b ttnaa ot -ero1a1 reqv.1r .. 

• ct1 but ao tar he had not not1aecl a bic -clu• ot Brithb tlulda. 

The lrit1ab wen plq1nc the au•, aa he put u. or oourae t here 

'118re no 0oTeftl8ent natriot1olll oo apot dollar tranaaot1ona, be waa 

qui Cit w aclcl. 

!he 4•end t or aold oonttouecl oa a wbatmt1al scale With 

IOTeroilna -m41n& a Pl'•1• ot l 1/4. BoU'dinc ot s old, he 

tholl&ht, waa m tnd1oat1oa that waeaa1neaa on t he put ot oapUal1ata 

was ool7 1o put due to the poUt1oal a1tuat1oa md t h e unoert&1.nt7 

ot t he tutul'e o! atnliD& waa al110 a r eaaon. It 1t waa onl1 war 

'lbJ.ch people teand the whole IIOT-t would be toto dollara, not 

putl7 tnto 10ld. 

!he fl'lllob fl'ano end the "elc• were at1ll ati'CIII partl7 «ae 

to l'epatriat1oa lftd pan,}/tracle re®11'•ente. !he 1\111411' bact been 

t11'!1 beowae of the llmdelaeoba situation 'ltlJ.ch bad brolllht oo the 

.. 

Regraded Unclassified



lc-~ilf" l" CORRESPONDENCE 

COin DlftUI. nL• 

,.KDERAL RE81RVE BANK 

OF N£W YORK 

-

0ATE~\IR 18 liS. 

L. w. JCAoke -----

SUBJ£CT• !ILIPBOI& COIIfua.t:riOI 'IITB 

B.&IIK or DOL.UID. 
I 

C01'er1nc ot abort nl .. ot 111ildera tor t or eiln acCOIZt. Be 414 not 

expect lll'l aenou a reperGIIIIiODa t l'Oa the ll~ndelaaohn ditti~ltiea 

altho\llh the Pari& ~::arltet miiM b• IIIC)re ba4l7 atteeted t he 11q ot 

t he others. Be IIDdentood t hat Laaal'd had -e c;uite bil co.itamta 

bllt waa ezpeeted to come out all rilht. Be had heard ot one B\miarien 

bank h .rtnl loaned dollua IIDCO'UI'ed 1D the •OWlt of .1,200,000. 

In t he a eneral poUtical situation there waa nothillc n ... 

wthe rar Ban doll not looll: Yery nice and neither do .. Danq. • 

r .. t erdqts waYe of opt11111• was t•po~, Without 1111ch Juat1t1cat1oa1 

and possibly wu due to the !act t hat Pari• and Bru11el1 were cloaed 

y11terdq. The London atoclt mar ket waa bol41DI up fairly well. 

Regraded Unclassified



Bll't 

CHIBBJ: J:!CJU&IrJ 
WMHI.C~ 

... st 11, uat. 

I • lnstnote4 ~ lilt' Oo'fez-11\ t o lll.,.lre 
1f tho Units 4 States OoYo~\ .., aot ._ .. .,., to . 
partiolpate allil assist in the .. tsntlfio sad buasa1• 

tarlu .-.;palp of sun~ sail oont:rol of tbe epld•te 
41ssue t.atatheq Oesi,..ts4 u "Xalipaat HalaJ'te•, 
'511.lob ls prpysl•t 111 the Pro'f1DOes of Y.._, ~1 

1111~ llwstebn end Wb1Aib is worst ln tbe aouth .. etsrn 

par\ flit Y~, a 1'e11on trsyar ... lQr the Y-1'­

hr• 1111hWIO'•• t he TuiiiiSII•llldoobiaa Ra11-.r and the 

Tuae.-~ nell~ 'lltllob is na. lAMar s ouh•Uoao 
In .. "1 dlst r lots suoh •• J lne-srh, Gss-eao aad Yun­
bstes, the .or~idi\7 r ... bes 11-wtth bilh .. rtalitt• 

L-. ... 1174 -"ll51'hnoe twa t•cbt the psogle to . . 
flea to t he hUla u 1ooa ss one or tYO dsatbs osnr 

is a oo~ltt• Gl811sr eaten•1•• lno10snos 1• 

takln1 .Plaos 1a the la'boJ' PIIIQIS alone the MW .. tor 

roads and ths - nUw117, tlu.la IJ'estq ~rlBC 
tbs Qoysr ... nt pro.,. .. of o011struotloa • 

.PrelialMrJ e\lnti)'S haYS a lr .. clt bseft ... e lt7 

tbe llsUonel l!eeUb Nt•1n1Plratlon, 'but tlle7 nssd h 
bs f olloYScl ~ .. re t bor oaah •~•• rssearell 11M 
oontrol. .117 oo11ibltaecl stfnto of \bo Oeatral aDd 

ho'f1DP1al 

• 
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Pn•lMlal Ona •'•• a fha-7M1' -'1 ·sJnlal 

o•J81P nd a 'lu'"•7MI' reo_..tl ,....,. wUtl 1 ... 

\end•• llftU·•lnlal werllr lD \ 1\o aoro beaYU7 WN\ .. 

recione ...,. -- •'-""· B-..or, 1a Ylew of , ... 

YOJ7 ., .. , ~on\ of \M lllllula ., .. , \he ••allalllo 

tllndo and exper'a aro luvtfltleat \ o Me\ \bo ....... 

lCiaewlnr tho d".P lnter•t of tho t111UM 8\a\ .. 

OoYo~n\ la the Ulld7 ... o oaUol et opld•le 

Uo .. oo 0 1 haYO M- lMtrlle\ .. \17 ... CIO'Ior-' 

\o .Oo op~ \o J OV 0.Yo..-a\ \ba\ II lll .. l .. .t , 
Aelrlooa aper\ Mlarlolocloh M oon' to T- to 

.Uo a •""• of \bo ooadlU- o oaoora.lq \hlo 

u•-•• h obNk ap tho ro•U• of tho JI'Ol'•'MI7 

·~· all' ... )' .ado, ... , oa \IM Nelo ot \ball' 

fl .. lq~~, h -•l•o _. aaa1o\ tiM Clal•M a-.ut~ 

Ualll.lo\l'aU• la tho n ... l .. Uoa aDd .,....u .. .t 
liD otf .. tln aoa,l'ol. 

1 hfiYa 'ha aoMU"-oo of llf ioYoa ••' aDd la 

,.l'tl .. lor of no ••Uolllll Beol\b .W.SalauoUoa \ut, 

oh011U o110t1 a Olll'fll' lll .. lea 1M aoa\ troa \u that\ .. 

Btatoa, n017 oo.r'•• •• •-poraUaa wo.U M 

aooord.. to , .... 'll:r oU Oonnaoontol ..... loa. 

Aeoo,pt, Glr, the ro_., aoMU'II••• of ., 

talc'-•' •••t•oro'l••• 

. ~ . 

.. 
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lr1ll1a::1 J. CD.cpbell 
United Stateo 4 ttorneT 

11. S . Court Bouao 
ChiCI\4!0 

Auauat 16, 1939. 

!!onorable John 1f. !!nne a, 
The Under Secretary of the Treasury, 
Waahington, D. c. 

Doar l!r. Hanes: 

Uany thanks for your letter of A~t 14th 
expressing Secr-etaey t:or~enthau1 a conuatu-. 
lations to eysalf and ey at&tf on our work 
i n the Annenberg case . Pleeae convey Qy 

sincere appr eciation to him !or hia tho~t­
fulneaa. 

I nn indeed <:}.ad to have yow· let ter of 
prniae and I hope to mer it your continued good 
" iahas. 

lfith kindest personal regarde, I o.m 

Sincerely your a, 

T 

( Siflled) 'lilliM J. CD.cpbell 

'II LLIA!J J, CAI!PBl'!LL 

.. 

Regraded Unclassified



~~ or m.MIW( UOEiftD ..!.•i4 -A 

J'JIOII: .Aaer1oan Kabae17, Pari a, l'ralloe 

DA!I: Auguat 16, 1939, 6 P••· 

RO.: 14.99 

FOR 'l'HE TREA.8URY. 

Thera ia a ~eeling that ~e reperouaaione o~ the 

Kendelaaohn aituat1on will not be too aer1oua. The 

aaount and d1atr1buUon o~ Kendelllohn1 e llab1lltiea 

(now eaUaahd at Ule equ1Talent o~ aroWid $1.50,000,000) 

haYe oooae1oned surpr1ee eYen i n tboae ~inanoial oirolea 

in ~aria Wbloh bad ~or aoae time euapeoted that the 

operation• o~ the oonoern bad been oYer-extended. 

I~rtant reaer.ationa oonoernlng the aize and the 

nature of Kannhe1aer•a priYate ooamitaente goYern 

tlUe ~eel1ng. lloth1ng ia enn 71t lr.nown here in th1a 

regard. 'l'he a ttl tude o~ the Yarioua Dutoh banka, 

'llhloh haYe lpene1on• loana oonet1tut1ng aubetantial 

port1ona o~ the bold1nga, . will detera1ne Ule effaot 

o~ the euapene1on on the Prenoh and Belg1an ieeuee 

1nTolTed. It 1• ~elt, boweYer, that &n7 preoip1tate 

liquidation in 1aportant Tolwae wil l be aTOided W1 th 

eupport ~ro• the Bank o~ Pranoe and interested l'renoh 

banking boueea. The aboolt ebould be preTented ~ro• 

being too eeYere on &n7 one market beoauae the liabil1-

tha are apread oYer auoh a large 11at o~ banking in­

et1tut1ona and eeYaral ~1nanoial oentera. !here haa 

been 

.. 
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-2-

been a goo4 reoepUon hare on ~ aoUon or Belg1-

1n aaklnc \he Handel• Kaate~r fleoal agente for 
!he XendeleeohD 41ff1oult1ee 

the .. rrto1Ag of the Belgian luuee arreoted. /b aq 

well eoon be forgotten ror aore laportant de~elopaente 

ln \he arena of 1nternat1onal pol1t1oe, although ~ 

Mendel .. ohn 41ff1oult1ee oont1nue to be a pr1no1pal 

top1o of 1ntereet of ~ Parle aarkete. 

J'or \he preeent, the oont•plated Bel.glan loan 

1n Alleterdaa llaa been abandoned. ( he bbaeer'• tele­

gr .. lo. l 31D, Julr 17, D p.a.) 

DD UCTIOI8 OJIE Ali'D TWO. 

BULLI'1"1' 

- ..,r::• 
v ' '""' 

.. 
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wiUQ "'"-'-"'"• et 1\a\a, ~. wu, lluF aa1 

luU• ~uw.no Wl'lt , ... .u, U -. ..._..w tM\ 

~ 11M& aa i.t.aal oo..tu .. \a 'M -..• of a 

"'"-'-u" ot r..-1a1 ........ -...&, •'-'-· ... ~~aou .. 
aa1 ,. •• n~ \a 'M .,.._ ... later 11r a "'"-'-"'" of 

.. ~ Wa\oftr .-. .... _..,. .. -1'111-. 1a 

- et • -...-.. -u..l o...r •--"- 1a foro~Ca 
o • •• \IUOforo of nMi\1 ..-rt of •tao ... nrroaq1 

~ et ..-rt.Uoe ta u.. .u.n-•*' ., twro~Ca a.uen1 

e\Mr ••tore an-.. _..r -uoa tUM of * lfttalUr 

~.n , aa1 _, otMr RIAW ••wro ..sa ~' an... 1 

.... a ...... , .... 

....... 

, I 
~ c, 

' 4 I . -

.. 
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N(e) 
P"E"DERAL.. R£"SCRV£ 8ANK 

OF NEW VO"K 

CE CORRESPONDENCE 

Ol!ll't I AL nLI8 

L. w. ltnoke 

DATT qust 181 19!9o 

suaJcc:T.__!r.L!:PBOIB OliYBRS.&tiOI YII%B 

BAlli!: OF BIIGL.&II O. 

llr. Hawker called •e at 1012t1 a. m. Just to tell ••• 

it, that t h i::lgs were going on aa betoreJ in other words, 

a hard time t odq. So tar t h q had today sold 

000 , 000 spot and t h e interesting t hing about yesterdaT' s llld 

todq' s dt~~and tor dollars was t h at t he orders were -atinl 

I pointed out t hat that was dU'ticult to reeoncile 

t h t h e tact t hat we had not boUBh t &D7 ster ling her e at all yoll'tel'­

In ad<U.tion to the $15,000, 000 spot, he had 

forward, so that the net picture for the dq so 

wa s a s ~owa1 sold}~o,ooo,ooo spot, plus $5,ooo,ooo forward, 

total sale s of dolla r s for the day $111,0001000. The difficulty 

r them now was that they wer e building up rather a heavy short 

~"~'"'" •. .,uu - they were now !'rom UOO, OOO, OOO to $120, 0001 000 sbori on 

a<>J.J.atrs -J they were anxious to get that position do~ and tber ef'ore 

thc•wrht the beat thing for tha t o do would be to gi"Ye us some gold 

our weekly order. J.ccordincly, he was goinc t o cable us 

that he had t odq earmarked in his -yauJ.ta $15,000, 000 of gold 

if the order wer e renewed f or next week, he would earmarlc a 

~~m:•u•r c ount on Mondq o r 'l'ueaday. Be was ad"t'ising me o"Yer the 

said, so that we could let him lmow promptly whether 

the gold shipped, in which case b e would han it packed 

I r eplied -that as t hine a were abroad at the •011ct, 

would undoubte<ll7 want t o bring the gold back to the 

• 
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L. w. lnolte 

-
n D&RAL RUI!JtVR BANK 

OF NEW YORK 

I 

D ATE tpnG 181 lPZ!i, 

S UBJOCTo !BLIPBOII <XlUIIIBJ.!IOI WitH 

B.Alll: OF gQLJ.IO. 

Unit ed states wi t hout wcil delq. Would be t herefore proceed with 

t be pacldn& as soon as be could' Prohebl7 •• ..,ul.d aa boa to lhip 

t he Wasbington on Au&ust 24. 

I referred t o bia gold sbipamt on the Mauritania acbedllled 

a rriYa to~ and told h1lll tha\ rather than leaYe the gold on the 

pier oyer the weekmd ( t he Xauritania is scheduled t o Nil -caill 

t omorrow, Saturdq, attamOOD) •• bad deoided, it we coul.d do .., 

befor e ni&httall, to briDe i t into the J.aaq Ot tice todq, o r alae, 

..,Ill thouch t here was a bolidq in lin York toaorrow, soae tia e early 

tomorrow moming. Hawker apologised tor the trouble caused but I 

replied t hat we appreciated the ditticult timea t h rouch which t bq 

were paning. lf7 aaill purpose ot tall1Dc him was to wam boa t hat 

t he proceeds ot this cold lbipamt woul4 uader no circuastancu, be 

r aYu.~••>J.e before Koa~. 

I al110 aade amtion ot the Laoonia, carr:ri.D& .11,500, 000 

l..,:rtb ot gold tor the Bank ot fDcland, which is now sClbeduled to 

here late on Xontlq ni&bt. Be was coi.Dc to instruct ua, Hawker 

to deliYer U atrai&b t to t h e freuur:r upon arriYal. 

there were no pollticel ne•• at all. !be Continmt waa 

more and aore worried about OmslC and t he British aliiO about 

.. 

• J'ar llast. In addition there wee thia continual worr:r aad diacunioa 

t he tuture ot sterUng whim waa naoeuaril;r baTinl a Yer;r bad 

upon t heir currmq. their dittioultiea were ·added to by the 
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-
n DIIft:AL R£SERVI! 8AN1( 

~NEW YORK 

E CORRESPONDENCE 

COJil"' OD'l' TAI.J'II.p 

L. I. ltllake 

CATF Appft l8o 19elo 

s uaJ•CT• %1LIPHOI.L.QO.IIIISWOL]Il!ll._ 

B.dlt OF l!IGL~ O. 

t hat th«:r now had to bear al110 tbe bl"UDt or the ~eculatiYe 

liiOTtmmt against the 8haocha1 and t he Boockon& dollaraa where a 

speculator bad prerloual7 bem readT to hold sterliog, he now 

dollars, 'IIIlich or course increased the d•and ror the latter. 

Kr. Ba'llll:er rarerrad to .rr raomt r eque.t ror copies or 

certUicatea iuuad by OlJDD and Kont .. u 1n connection with cold 

eal'IDarltad 1n D:ruguq and .&.rsctioa. Be had aec 01.7Jm but 017nn' • 

that thq warm 1t doiog aDYthin& or the aort ror 

IO,..,wruq. Should he call on lloohcu? I replied that ir he talt he 

coovcict l;y do 110 I would appreciate it, add1nc that our 

was, or courae, entirely acad.Uc and that we were tr;vinc 

abreast or thaee thiDI•· 

\, ' 

~ I ' 
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Sept. 15, 1939 

Mre. nou 

From Mr. V1ner 

Hr. V1ner 1e returning th1e 
ttate r1al wh1ch the Secretar1 passed 
to h1m on board eh1p, 

• !• 

. ' 
. . 

' 

-

' 

.~.. , .. 

• 
.. ~ 
·. 

• . . 
• 

. . . 
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TO 

TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICAT10N 

Secretary Mcrgent hau 

lUes 111ohener ~ 

DATK 

• r t) --
August 18, 1939 . 

In aooordanoe wi t h your request to Mr. Haas, there are 
transmitted herewi th two memoranda a1 tollow1: 

1. Current developments in capital movements, 
gold, and foreign exchange, prepared 1n the 
Divilion ot Monetary Reeearoh. 

2. Notes on the Buaineee Situation a1 ot Friday, 
August lg, together with accompanying oharte, 
prepared in the Divie1on ot Reaearch and 
Statieti ce. .. 
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TO 

,,,,.. 
Sub ject: 

TREAS URY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

DATil August 18, 1939, 

Mr. Haae 

Mr. Glaeser /.J 
Current Developments in Capital Movements, Gold 
and Foreign Exchange 

1 . The intlow ot capital into the United States was t2~ million 
in the week ended August 9, 1939. The intlow was prinoipal17 
ot short-term banking tunds tor Canadian account. The recent 
trend ot small but persistent net selling ot American securities 
by foreigners , which was interrupted during the week ot August 2, 
was resumed during the week ot August 9, sales exoeedlng pur­
chases by $5.8 million, 

2. Net gold i mports including changes i n earmarking amounted 
to t 66,5 m1111on 1n the week ending August 16, 1939, ot which 
$60 million was tor the account ot England, 

3, Total gold held under earmark tor t ore1gn central banks 
and governments declined t23 million during the week endin.g 
August 16; the amount held tor the Bank ot England declined 
$36 mllll on and the amount held tor Netherlands rose $1~ 
mill i on. England now baa t 92 million ot gold on earmark, a 
decl ine ot t 93 1n the past 3 weeks, 

4, There was little activity in the European exchanges during 
the week ot August 16, 1939. The Netherlands guilder was 
etrong despi te the announcement ot the suepension or the inter­
national· banking tirm ot Mendelssohn and Compan7 ot Amsterdam 
on Auguet 11 , 1939. Chinese exchange declined to a new low o! 
6.08 cents during the last week but recovered to 6 . 55 cents on 
August 17, 1939 • 

• 

.. 
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P:c CA r ed by: l'rR. F:lhsbeth Msy 
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CONFIDENTIAL 

Notes on the Business Situation 
ae ot Frldez , August 18, 1939. 

Commodity Pricee 

, ; 2. _., 

Commodity pri ces in the United States have rieen sli ghtly 
this week (see Chart 1) , spot prices having risen more than 
f utures. Reuter ' s Index, on the other hand, shows a generally 
downwnrd trend in United Kingdom prices , 

Security Prioes 

Stock pr ices in both the United States and the United 
Kingdom rose during the first two days or the week but began 
!all1ng sharply on l'ledneaday. (See Chart 2.) The decline 1s 
generally ascribed to renewed tears or t he European situation. 

The suspension or Mendelssohn and Company or Amsterdam, 
reported August 11 , caused lees 11qu1dat1on than might have 
been expected. 

Arter t1ve weeks marked by net ealee or United Statee 
stocks by foreigners (see Chart 4), the dally reports show 
net purchases at the end of last week and every day but one · 
this week. 

Business Activity 

The Federal Reserve Board has announced a prel1m1na.ry 
figure ot 102 t or ite index or industrial production tor July, 
t he highest since the figure ot lo4 t or December 1938. I t 
compares wi th 98 tor June 1939 and 83 tor July 1938. The 
London Financial Timee index or businece activity in July 
reached a new high level tor the current upward movement , 
although i t declined somewhat in the later weeks so tar reported. 
(See Chart 6. ) 

Tbe New York Timee Index tor the week ot August 12, 
eetimeted !rom all componentft except cotton mill activity, ie 
up 0. 2. (See Chart 5·> 
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- 2-

The increase in thi s composite is aooounted tor by a 
slight rise i n t he seasonally-adjusted figure tor elect ric 
oower or oduction to a new record level not exceeded since 
November 1937. (The f i gure without seasonal adjustment shown 
on Chart 5 also increased. ) Two other eea.eonally- adjuated 
cOMponents ot the Ne~ York Times I ndex -- 0 all other• 
carload1ngs and steel ingot production -- advanced, steel to 
a new record not exceeded since December 10, 1938 . Lumber and 
automobile producti on both declined. 

For the week ended August 19 steel i ngot production has 
advanced contra-seasonally t o another high tor t his .rear, "the 
most import ant business news ot the week, " according to the 
Annalist . Order s continue to be well diversified. Automobile 
production t or this week is again very sharply reduced, contrary 
to War d ' s exoectation l ast week. General Motors bas announced 
t hat the Bui ck plant at Flint will start assembly ot new models 
on Monday, August 21 . The trade expects ot her manufacturers to 
follow shortly. 

Petroleum production, which is not a component or the New 
York Ti mes Index, showed a very steep increase tor the week • 
ending August 5 fol lowed by a decline tor the week ended 
August 12. (See Chart 5• ) The increase resul ted from 
cancellation or Saturday-Sunday closings in Texas and served to 
increase stocks that were already high. An uncertain market 
situation devel oped when some ref iners reduced the price offered 
tor crude. A fifteen-day suspensi on or production was lat er 
s.greed upon by r egulatory aut horities in stat es producing 6S per 
cent ot the crude petroleum of the United States. Uneven 
di stribution or stocks is expected to result in the closing or a 
large number or refineries, in spite of t he fact t hat stocks 
were previously alleged to be excessive. 
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A.- t •I t .. R ,,,. .... ,.,., •, 
C ,.. 'J"' tl'"'"" •I C"J'• "'s 

,.., ~.~.~ .. ~ .. ~tl., .. ~ ..... ;;­
"f::t.J(I. ,~ 

U. I. HI£45Uitf AfUCHE 
eftA.NGHAI.. C.tt.l,.o\. 

-
Sban&bai , August 18, 1939. 

CA!:TO!I 

Wane Ching-wei ' s trip to Can toll 1s a matter ot great poli­

tical aisniticance nnd h is future coreor and t he future or his pro-

poaed redere ted re;;l.mo will depend to " ereat ..... sure 011 1he result or 

hla present aojo~• ~ere . !neide circles r eport tbat ::r. Wane is 

l n C·nton ror t he t~e :ollcwing reaeona . (1) lie la to arr•nge 

tor t ho evaeuat1o:> or Je.peuso trc<>:;>a from tho occupied e.reas there . 

Thh ia tho first step or his underst~nding w1 th tho Japanese arey 

leodora u this will build up hia preatiee !llr.Oll8 the Chines• people, 

oa moat ovor-sotLs Chinese are natives or tl>ia area , and it is thousl1t 

thllt Wi thdrn'tll Of J'&l><'o'l0S8 troops thrcueh his of forts 11111 bring 

over-aooa Chinese to aup:;>ort bic both morlllly and financially . (2 ) 

l:r. Jus 1a ill Cllllton ill an ettort to win over tllo u u· leaders such 

aa :;e,. Chang l'~-l!r.ei ( fit ~ · i- ) , Gan . Yu :lt.n-mou ( ,ff.:-jj, 71. I, 

(len. L1 I.:•J1-hllllJ1 ( ~ ;f .;.t, J and Gen . ':tu Chi-wei ( ~..;-1-t I r.hie!t 

soc... t l.J:Jl a.:o !le told the " • Jl(\n&se he :tQ..ld be obl e t o do. :!e bas 

oloo done considerable '"orl< to wir. over C~n. Chen C'.li - t <.ne ( ;j. ;kj if, 

l n tho ~·•t and t ho present trip may ooo~lete tho det l . He hopes to 

ooouro "" undorntanding with t hese wur l e ,.dora 30 that in t he event 

ot Ja))anoae withdrawal t~oo ~· eroe. , t hey will bel p to .. intain . . . .. .. 
peace and order tn e neut ral ca;oclty. 

•. 
'l'bia t 4cl!a tbat at least 

they will pro:dse not to t16ht and chaae tho J'e~neae upon t he letter' s 

•oluntary "itbdre>tal . But :..r. \1 "€'• ech-• alons t he .. lines are al-

l6fJ 

.. 
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opeuly d.onouncod. !..r . l:~ to clari!'y their Om> oto.nd and to r oit erete 

their oupport to Chunsldng. Tho Jap&DO IO OCCUpation Of S~-chun 

( i'tf J.~j ) o tew deyo ago ia believed to h an outburot ot dia oo.tio-

taction over the failure or t he Cantonoee wnr l eader• to come to 

o.rraneeJlll! nt wi th ~lm>.~ C";,in-11e I. They bad hoped t!lat ~IWlli Ching-

·ei would. oucceed in arranging V!ith the Chinooe war l eaden to t e.ke 

over t b o oocup1e4 area tor the new ted.oratod govor"~~t 1 0 ao to rol1ovo 

t~ e~ o~ gcrrt ao~ duty and rel1~•~ the 1r &overnrent or sLortage of ~n 

."em tho:; coul d not "Hbdr«.t it :7 "IC Ch!Jl.::- :;ei 'o attel:!J)t raila, 

ror they ~<ill llavo no re3aon to 4o t b:. t . ( 3) Ano~er J'lr :>o•e of ti<U>G 

Ching- ~i ' • tri~ to Cxnton ia to aet up a locnl r uppet reg~ ; which 

will rorm n ,art or hi s proro•ed f edor" tod covornuont or C"nina . Tho 

failure or h ia attempt to win ovor t heao above-mentioned e:eneral• ll'.8Y 

oau ac ooco delay 1n t he inauguration or h1a rec ional admini•tration 

there . 

t~ . :lrns •s close e_ssoc1atea clair t:lat t.be1r l eade= haa now 

th e necooaary an4 unani:::au.o ouppert or Ja~aneoo arr:;y in ChillS and the 

Wo:J for t i:: to S~t Up the f~ior• ted !'0;1-:.0 in : .anJdn& is :lO>: all Clear . 

3.1t bil attompta tn China to r:1n over t he wnr lor dera be.ve not b~on aa 

onooth ao orpooted . 

f!~t:i I ' . . "".) 
""'* ~"'. t 

.. 
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CJ 

SecrEtary of StQtE, 

Washin(lton. 

829, August 18, 5 p. m. 

No. 56 . TREASURY FROM HEATH. 

GRAY 

BERLIN (Part Air) 

Dated A'agust 1 8 , 19~ 

REo 1d 8:17 a . m. 

!61-A 

SomE statistical EvidEncE of rEcEnt REich budgetary 

and monEtary EXpansion bas bEcome availablE during thE 

past 24 hours . Tht official stateMEn t of tax r EVEnues for 

thE first qUArter Of thE fiscal year Endi ng JunE 30, 

1939 giv£s t otal collections of 5221 million rEichsmorks , 

an i ncrtcsE of 1551 mill ion rtichsrnarks or somE 42 percent 

ovEr th£ cor~Esponding period of a yEar ago . It is to bt 

noted no substrntial paycrnts on thE ntw additi onnl inoom£ 

tax fEll duE in thio ptriod. This tax originnlly was 

schEdulEd to vroduct 300 million marks ptr annum but bt­

oc.us£ of pubJ.:lc objEcti<'ns thE t ax has btrn rE visEd and 1s 

now Expcet:o t o yield only bEtWEEn 100 ond 150 (~) marks . 

Judging by th£ collections for the first qunrtEr ond ao­

suming r~ inortooc from thE additional income tc.x c.nd 

ottc.dily imp~oving collection mtthodo of thE fisca l au­

thorities it 110uld appEar tht Rtioh TrEasury fortcast of 

22 
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- 2- #829, August 181 5 p, m,, from Berlin (PA) 

22 billion marks tax revenue during th£ fisoal year 

would be more or lees fUlfilled , 

1.£.:-B 

In spite of t bc i ncr&ased tax rcvcnuc thEre bas bct n . 

no decrease of Government borrowing, Figures just pub­

lished show an increase for May or 1,223 million marks 

i n thE floating debt alone, No figures have yet been pub­

lished regardi ng long term debt t or that month but it ia 

understood t herE waa an issuance of bonds to th£ saving 

banks and insurance companies , In April the increase in 

the total disclosed debt both floating and long ·. t erm was 

1210 million mcrks , It is believed t~t Government bor­

r owing 1n June woo at an even higher f i gure a nd it i s 

altogether probable that the total Government borrowing 

for the quarter will not be far undtr 4 bi llion marks , 

Adcing t his figure to t hE tax rEvenues indicates a total 

Opvernment expenditure during the June quarter of aroUJld 

9 billion marks and an annual rate of expenditurc of 36 

billion marks per annum, The prcscnt Central Government 

rate or expending would appear to bE one th ird greater 

than thD.t of tlle lest f i scal ytar whEn total Central 

Government outlays were eatimnted to bE between 26 end 27 

billion mc.rks , It 1s to be noted thct or thE floating 

debt 1ncrcr.se in 1.!1:\y some 669 million wcs in the form of 

new fincnciC:l plan ocrtificc tcs , 

As regards mone t a ry expcnsion tb£ Rc i chsbnnk report 

for 
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I "1· C ..... 
- 3· #829, Augus t 18 , 5 p . m., from Berli n (PA) 

tor the mid- month shows crcdita e nd currency circulation 

but little below thE record heights or July 31st. Nor -
month. 

molly therE 1s a considerable decline at this period of thE/ 

Totcl Reinh sbo.nk investments ( bills m.d checks , security 

holdings ~ud oeourity loans) totaled 9 , 662 milli on m:.rks 

a s compared wi th 9 1 711 million mcrks on July 31st and 

9 , 271 on ~\:ly 13th. The total currency circulction on 

August 151;;• of 10 , 896 million m·.rks .,r.s n":a rly 400 million 

high<l' tb. :1 th.- ': or July 15th r.:-.t'\ on:.:r 314 million under 

the r,corr\ fig'J..'e of ll , 209 milUon a ttni'lEd a t thE End (*) 

There llC.VE be en r cport~ or Rcichobank open market 

purchases ':;o auotain the sags ins pri ocs of the tax c crtifi• 

cates or WI: ne·~ fino.nci al plan. If they hove occurred 

they erE 'l£ 11 hi<ldcn i n the RE1cbobank statement sinoc the 

item occu~ity holdins~ shows no lc.rge incrc~sc . Further­

more thcr' bas been only a small improvement in the quo­

t atiJ'la c.· t ax certificates of class two which today arc 

quoted between 94 and 94 7/8. This gives the purchaser 

an effecti ve interest rate of 6 percent wher eas a year 

ago short term inves t or s had to b£ satisfied with 3 5/10 

percent interest on short term TrcasUJ:'1 bU.ls and "d elivery 

cer t ificates" . 

Repeated to Stockholm for Secretary of thE Treasury. 

KIRK 
GW :CSB 

(*) Apparent ommi aaion 

... 
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EDA 

Sterttary or Stat£ 

Washington 

826, August 181 2 p. m. 

GRAY 

BERUN 

.i.Sl· D 

Dated A~st 181 l9S9 

Rto£iv£d 1:45 p. m. 

Sinot my 795, August 15 , noon thtrt has btEn 

rt l at iv t ly l i ttlE discussion in t hE GErman prEss on 

Gtr •an-A~~r1oan trad t rElati ons and such as has a ppEarEd 

IYas 1.argE11 a rtpr.tit ion, chitfl:r in pr07inci a l n C'lrS ­

papl::'s of what has alrtady bEtn summarizEd i n my 

t ElEgrams on this subjEot. This morning ' s BOERS EN 

ZEITUNG, howtvtr , rEvErted onct morE to tht mattEr 

in a front pagt Edi torial whioh praising thE rEply of 

Funk to Grady EXprESSES skEpticism rEspEcting AnEricqn 

rEad1nt8s to rEplacE dogma by practical businEss oonsi­

dtrattons . Quoting an A• P• rEport to thE tfftct that 

thE AmErican Govtrnmtnt would grant a crEdi t t o GErman:r 

and givE i t accEss to .Amtrioan goods a t ohEaptr prlo£8 

if GErman:f is rtady to disarn and to rtvisE its 

oornmtroial pol io:r thE Editorial s tat ts Emphatically that 

Gtrnan:r •nttds no crEdi t and will takE no orcdit" but 

don rEquirE an autltt for its gooda so that it oe.n 

bu1 forEi gn OOI!IIIodi tits and furthEr that thia oond1 tion 

18 
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EDA - 2 - #826, Ausust l B, 2 p. m. from Berlin 

is not linked up with "finance operation• or "cheaper 

prices" . As to cheaper pri ces the editorial finds 

thnt this sounds likE an offEr to let Germany parti­

cipatE in export dumpins instisatcd by the United 

States through export subsi d i es, which i s nothing more 

than sn " nmusi nG nun no £ 11 and 11 which is , whether 

ordi nary or dumpins prices , distinctly not the question• . 

As for disarcnm£nt and revision of commercial policy by 

Germany, the Editorial characterizes thes e conditions 

as presumptuous and as s howing how unfruitful the Funk 

s tat tr.1Ents have been in bringing the discuss i ons to 

a factual basis . Funk it is contended has in no way 

do:mndcd that the UnitEd States modify its systE!n and 

he sEEs in Gcman me thods no dogma which should hinder 

cooperation with other countries. In Germany the 

editorial concludes •we do not make speeches on 

credit and systems but only on t he us Eful txchansc of 

commodi ties by both sides" and llr . WallacE would not 

need to investigate on the possibility of now markets 

for American fats and cotton if Washington would concern 

i tself about the prEservation of the former s rcat 

German raarkct . Inform Treasury. 

KIRK 

CSB 
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Shongbei , August 191 
1939. 

rl?l'Y I T.U.l.Ali .'u;D GII3U.ll AVIA'1'a'.S JOIII J AP.\Hi;S6 

AIR l!OJC3 IN a!Alx:HAI 

Aooordi ll8 to 1nforn:e.t1on eocurod trom Ing . 1:1n1 Brondello , 

t he Ite.li••n os ent of ..:r . 'II:Jcll& Ch1ng-wsi , tifty Italian end German twietore 

arrived in ~·nghai recent ly to help t ho 1ap3neoe ~ aor!~ ectivlt 1ea in 

China . The3a av1~ to~s eeno aa vol~nteere troo the axis countries as re-

intorco:onts to :eJl"!l' s • hortace of aYi at ora . In the past wee!:, the 

aerial 4o:o~atrat1on end d~! ly flights of Ja,aneae =Jli ta.~ planes aboYe 

thil c1 ty wore done by tll9ae Faeciat aviators and not by the !a9ane eo . 

At le"et t.to of t hese ev1ntors lost too! r U ve a in the outskir ts of 

S'\ ••fhlll e. revt dcys e.go e.s result or miohll!"l 1D fly1ns . fueee e.vie.tora 

will be ase1gned to bombifta a nd r econno1torin& duti oa around Shunghe.1 

end t h' Yangtze Ve.lloy . 

A roro1c;n agent or :..r. :1 n,:; Chi~~~:-woi a h t es the t ell< or 

A:~ric~n actio~ to ban the export~ tion or arra , run1tio~s , scrap 1ro~ 

~d ~tllor w· r ~~teri~l• to Ja~an ia notllln£ core t~~~ e r~ce . A.. -ranee-

cs:1ta have already been ::a~e by Ar.ericnn D1J11 t ion bus1::t-ess t:"Sn to ex-

~rt t M ir carS()e s to the l'Hlip;>ino Ial•nde un<\sr t!le pr e text or aell-

1QG to ao ~ buyers there . lrc::i t:le P.l111ppinoe , these war goods will 

be trrnos~ippod to Japan without any ditttculty , and t ho J apen&se 711 11 

sot Whntcvor w·'r ll!Qt eriel they r equ ira t ron. t he United Sto.tos under 

th 1e neYt arransor.>ent, the acent ello..;ed . 
I 

Gen . Liu =ai- c:Oene , 'll:>ns Ch1!18-wei ' s future aney ch i ef , who 

n a ruponaible 1n recrui tins a mu:be r or toro1gn ao:ent.s and ev1etora 

tor the n-tJ.!aoi:Jt a:J<: leader, is very C>Jcb upsot because :.:r. Gri!'•itll, 

.. 
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baa etdod up with Chunsldng lately. !.!r. Cr1t t 1th lalw a all the plane 

or Wong Ch1ng-we1'e group and t hrowing hie lot with Chungking is a groat 

blOI't to ;ie.ng Ch1ng-wo1' o camp . !.lr . L1 Fons (..f * l. t..anager ot the 

L1ohwans Company ( ~·) ~~~~ ) who went to !Ionskong over one month ago 

In an errort to win over 1:r. Qrtrtith 1o not r eturni ng to Sbengbal 

boceuaa of bla f ailure . Furt h a:n::ore, t he fai lure of Vl:.ng Cbi ng- r.al 

to re• ch an agreement w1 t " eom l!Jranstung and l>lnlnga i leaders l ed him 

t o decide to remain In bualnesa tor the time being , as he t hi nks t horo 

1a no future tor \Ions Ching-woi. 

\ 
;i't.i • 

t 

., • I I • 
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PAMUL PAl\APIIJWIZ or 'fELKQIW( RECliVKD 

nox: Aaerioan lilba••r I lloaoow, u. 8. B.ll. 

DATE: .l1J8Uat 21, 19~11, ~ p.a. 

10. : ol8~ 

xt telegroaa Jo. 462, J.ugu.at 20. 

A 'raas announoeHnt in toda71 e preu reports the 

oonolue1on atter l ong negotiations on Auguet 19 ot a 

ooameroial credit agreement between the Soviet Union and 

GeraaJIT, signed b:r the Bortet trade representative, ~ 

:.£4 

and Bohnurer. !he report continues: 1 'fhe commercial credit 

agreement envtaaa.. the granting br Germanr to the Soviet 

Union ot a credit in the aaount ot 200,000,000 German Ml'ka 

at ~ intereat aaturing i n nvan r eara t or thll purohan ot 

Gel"'llan goolla with.in two rears trom thll date ot the aignature 

ot the agreement . 'fhe agreeaent enrtaaa .. alec the deliver,. 

ot goode on the part ot the Soviet Union to Geruan,r during 

the eame period, namel:r, w1 t hin two r•ar• in the amount ot 

180,000,000 German lll&l'lta . 1 According t o the German J:mba .. r 

hare the agreement wae eigned at 2 a.a., on AIJ8Uat 20 but 1a 

apparentl7 ooneidered ae ot J.uguet 19. 

PllAVDA and IZVEB'fiYA tbia morning devote their leading 

editoriale t o the ner agreement . Both editorial• •­

phaai&e that although the negotiation• were dittioult 

beoaun ot the atrained political r elatione between the 

two oountr1 .. nenrthele.. in dew ot the dee1re on both 

aidee t o 1Jiiprove the co-roial r elatione an agre .. ent wae 

euooaaatull.7 

• 
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,. C' ~, 
_~,_ 

auccentull7 reached. !he IznB!n:A editoria1 athr re­

Y1ew1Dg the decline i n Soviet-German trade vh1oh re8Ulted 

trom tbe teneicn in polioial relatione etatee that 1it ie 

possible to state boldl7 that the new agreell8nt ie a t~iDC 

point 1D the bueineu relatione between the two oountri ... 1 

In reepect ot the agreement iteelt both editorial• state 

that the 200,000,000 mark ored1t ie 1n realit7 a t1nancial 

credit e1noe 1t 11 guaranteed 1~ b7 the Oer~~an Governaent 

and will enable the Soviet trade repreeentative in OermanJ 

to p&J 1n oaeh tor the goode purchased. In add1 Uon the 

editorial etatee that the German Governaent hae agreed 

to prompt tultillment ot Soviet ordere and will tor thie 

purpoee aeeiet the Soviet trade delegation in ite deali~ 

' "-1 tb ind1Yidual German tiraa. Xent1on aleo .. de ot the low 

rate ot interest in co8parieon with previous ored1te and 

a1eo the le~h ot time tor rep&Jaent which will be enen 

Jeare on an an rase vi tb :50~ rep&Jable w1 thin e1x and 

on ... balt r•ar•, ~ in seven, and the remaining :50~ within 

eeven and on ... balt Jeare. Both editorial• torecaet that 

the credit agreement Yill reeult 1D a vide expaneicn c-~ 

trade between the two oountriee and PRAVDA oonoludee vi tb 

the tolloving wordel •!he new oo-eroial cred1 t agreement 

between the BoY1et Union and O.rm&DJ which ..,.. born 1D an 

ataoepbere ot etra1ned political relatione ie euamoned to 

relieve 

•• 
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reli.re thie atmoepherel It -., repre1ent a eer1oue etep 

1n the •ttar ot the turthar 1!1pronment ot not olll7 the 

eoonoa1o but aleo the po11tioal relatione between the 

Sortet Un1on and Ge1'1U117 1 • 

It ia not ret possible to get tull details ot the agree­

ment , but trom t he 1ntormation in the Soviet preee, it would 

appear that in general it tollove the linea indicated in 

telegram ot l'ebruarr 111, 1939 tro• the Eaba .. r. '!'he agree­

.. nt preewaabl7 providee t or purohaee ot goode b7 the 8ortet 

in Germall1 t o t he uount ot :sao,ooo,ooo aarka during the 

next two reare. During the eue period the export• troa 

Ruella to Germa111 would amount to 180, 000,000 marlte; the 

operation ot the ored1t would meet the d1aorepanor. 

EA:LVV 

.. 
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FEDERAL RESERVE BANK 

OF NEW YORK "( -.. 
FFICE CORRESPONDENCE 

COIIFIDI!:N!UL FILlS_ 

L. w. Knoke • 

O AT£ Wsuat 21. 1989. 

SUBJECT,_ !ELEPBOIB COI!fus.lriOI YII!ll 

BAliK OJ' I!IIIOUID. 

Jlr. Ba111ter called ae at lla2'7 a.a. !hq were hiiYinc a •err 

bad time this al'tem~, With total cash salea so fer of $!50,ooo,ooo, 
'IIIlich h e expected to so up to i 4D,OOO,OOO b:r t he close. In addition 

he had done eu,ooo,ooo aw1tohea (bouaht t hat amOWlt tor callb lllld 

resold tor forward dali•err). 

the Contintnt waa Yery much 1110re anxious about the political 

sit uation ond the re111lt was further increa sed deand for dollara. 

St erl1111 was definitely ·o>eaker sll around. berybody from weryllbere, 

eJtCept the Br1ti sh, was bQTing dollars. , 

Bad t he t;ueen lla ry arr1Yedt I referred him t o our earlier 

cable adrtatrc that both the Quem ••rr and t he Laconia were tog bound 

and would not r each here before Tuesday end Wedneadq, respectiYaly. 

That be1ns so, Bawlcer asked would we take another $15,000,000 or gold 

in London. I replied t hat in lilY opinion that was t he purpose of t he 

order which we were giY1Dc h1m ner:r -ek. ! hen he would eumuit 

that further aount and cable ua today. I suasested that ia~~~~ediately 

th i s amount had been set aside he haye it packed, a s 1n all p robability 

we 'iiOUld request ahipmmt or $25,000,000 on the i'lashi011 ~on and 

elO,OOO,OOO on the American Banker, both this week. I referred to lilY 

telephone eonYersatton With Bolton or llonmber 28, 1938 1n ..tlicb he 

had requested tha t u· at ~m:r t1Ae we were unco•ered, we r..Uae sold 

from their - •ric and that we cona14er this as standing 1natruct1ona. 

I pointed out that this bad nwer bee ccmtimed 1n writ1DS and wondered 
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"-OC:ItAL RIESRAVII: .A .. 

CW NEW YORK 

OFFICE CORRESPONDENCE DATI' , aft 

COinD~riAL • 
8AU or IIQLMID • 

• 
e-'ber the oNer •• n111 aoo4. .... ...U .. that uaa' ...._ no-. 

!hen _. 110 •- fd .., klDC. •• wu peeata1e'le • Ule 

ouUoolt md to.d U dittlaaU to ... boo BlUer ~d alU. cSo. e4 

:ret aa•• h11 faae. Be d141D't WID •- to ooal14er the poutblll~ 

ot laclm4 llellll ned,:r to ao to a -4 lllaleL All \hie h, of 

! 3V I 

p. ~,, • s \ 
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Secretary of Stott , 

Washington. 

1534 August 21, 6 P•"'• 

FOO TOC: 1'R U.S ~'RY • 

GRAY 

PARIS 

Dottd August 21, 19~9 

Rro ' d ~:15 P•"'• 

1G9 

A com;.,uniquE publishEd in Saturday's prts!l informs 

holders of Frtnoh Treasury bonds expressed in florins , 

Swiss franc o end dollaro illsucd in Holland on May 31 loot, 

thD.t intcrcot pCiymtnto due on thtot ocourities from thE 

interest datt of A11311ot ~0 1939 will bt made by thE 

Banque de Paris et dta Pays Bas and thE NcderlandsohE 

Bandel Maatsohappy at A,.,.stcrdam. Tbt collllluniqut adda 

that after that date holders may rEnEW the bonds in Paria 

at the Banquc dt Paris tt des Pays Bas ond at Lazard 

FrtrEa tt Com~gnie . 

llrndElsaohn olao floated privatEly nn 1ssnt of 

Trtnsury billa rrnewnblt up to aix yenra in thE nmount ot 

155, 0001 000 JUildcrs on thE f act of which no interes t 

rntt is specified, the rntc bring privntcly arranged br­

twecn thE r.rcnoh Treasury end Mtndrlaaohn. {EN'J SECTION 

ONE) . 

BlJLLITT 
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Secretar y r f State , 

Wr3h'ugton, 

GRAY 

PI.RIS 

.:.7u 

tnted August 21, 1S39 

Rcc ' d 3:55 p. m. 

1534, August 21, 6 p. m. (SECTIC!l TWO) . 

The Oovtl'tllc•tnt commuaiquc a t t!118 c&':>itol announced hO'Ifevcr 

that they thEn borE four percent . Pl~aa£ 3E£ dcspat~h No, 

4440 of Nay 31. SolliE doubt has r ow arisen f l rs t as to t hE 

rate of i~tercst to bE paid thereon in the future and s e­

condly to \/)'.om i t should be paid . Mendclo~ ohn may hold thllt 

co thEr£ was no breach of contract between thEm and the 

French Gover nment the interest should 1E¢&1J.y b£ paid to 

it , On t he othEr hand holders of thcsc bills which were 

ex tensively "peddled" without r enEwal obli~ation wi ll 

pr esumably >nsist that si nce t~cy cannot obtain repayment 

or t heir advances fr om ¥cndelsaohn thE i nterest is due to 

them. A substantial portion o f tbio issuE cstir~ted at 

between eo million and 130 million francs 1$ finding its 

way back to the Paris market and ia not being tJo readily 

absorbed. Also it cpp;;aro that the French Government is 

loath to t ake direct mecsureo on a l a rge occlt to support 

the variouo Mendelssohn i ouuco . In f act there i3 notict-

cblt 
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· 2· 61534, Auguat 21 1 6 p. m. (SECTION TWO), rrom Poria 

obl£ rtluctono£ in off1o1ol circles to diooc~s th£ otter­

moth of t h£ M£ndtlssohn d1ff1oult1to . 

BULLITT 

CSB 
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