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OPEK IIIA!UCET .IIEETIIfO September 1, 1939. 
11:00 a.m. 

Present: 

Ranes: 

hccles: 

Ranes: 

Harrison: 

111'. Ranes (presiding) 
111'. Bell 
Ill'. Lochhead 
Kr.Raas 
111'. Jlurpby 
Jlr. Eccles 
111' . Harrison 
Jlr. Szymczak 
Jlr. Draper 
Jlr. Piser 
Jlr. Leach 
Jlr. Williams 

Gentlemen, I guess everybody bare is as familiar 
with the situation in the market as we are, more 
so perhaps; but we thought we'd have this meeting 
anyway, in spite of the war aDd everything else, to 
get tbe general concensus of opinion. The Secretary 
will get back, I hope, Sunday night; be might not be 
back until .ll.oDday morning . But in the meantime I 
thought I 1 d get as much done and as much behind us 
as we possibly could, and get as good a concensus of 
opinion of this group as we could. 

I guess there are two questions before us now. 
Heretofore the question bas been what type of 
security we were going to issue, and bow mucb. 
Now another question enters into it, which is 
"whether or not,• as well as "what kind." So 
with your permission I•d like to go around and 
Just get some indication of how all of you, each 
one of you individually, and collectively - bow 
we all feel about it • 

.ll.arriner, could we start with you? 

Johnny, I bad a written statement that I'd like to 
read here, and I would suggest that you let George 
talk on the subJect first. I expect - it ' s Just 
being finished, typed up. I'd Just like to wait 
until I bave that here. 

Fine . George, do you want to start1 then, give 
us your slant on the present s1tuat1on? 

I think in view of the emergency and the condition 
of the markets and the larce balance that the 
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Treasury already has, that it would be folly to 
try to raise any new money right now - and 
unnecessary. 

!5 

As to the refunding of the December maturities, I 
can't give you any sound advice until next week, 
because then will be the last minute that you have 
to decide. There are various a rguments that can 
be advanced one way or another on the wisdom of 
making a refunding issue. But if the market should 
for any reason quiet down to a point where you could 
determine and fix a fair price for a note, either a 
new one or preferably an old - opening up an old 
issue - I thought you ought to favorably consider 
offering an exchange next week for the l!ecember 
maturities . 

I say that for two reasons: F'irst, that has been 
your policy now for a year or more; tnd as long 
as it has and the Government has tried to give the 
impression that it wants all markets to stay open 
and as nearly normal as possible, 1 think it would 
be favorably rather than unfavorably interpreted 
if you offered the exchange. But I wouldn't want 
t o advise you whether you should do that today, ss 
long as we've got three or four days of grace, because 
the state of the market might make it unwise to make 
the offer . but if the state of the market is such 
that it looks as though you could reasonably expect 
a fair offering at a fair price end a fair exchange, 
I certainly would do it, ~ou don ' t know what may 
happen before uecember. ~ou don't - we hope we won't 
get into war. I don' t think we will - certainly not 
by then anyway. But, contemplating possibilities, 
if you can make your exchange next week on a fair 
basis, why run the chance of Uecember: is about the 
way I feel . But whether you should make the exchange 
next week I think ought to be determined only after 
you got the latest dope. 

Is that all, George? 

~es . 

~e'll skip the Treasury boys . 

~Y opinion is the same. 
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You concur in wbat Kr. Harrison said? 

Yes. 

16 

I concur essentiaU.y 1n the same tbing . It seeas to 
me that one reason wby tbe Treasury bas been carrying 
tbis exceptionally large bala11ce is for Just such a 
period as we are 1n now, and I feel rather strongly 
that no caah should be raised at tbis time . As f ar 
as refunding is concerned, that can go over for several 
days before aqy decision is made. 

You say •exceptionally large balances . • What have 
you in mind as a normal balance? What would you say 
is a reasonable balance for the Treasury? 

Well, I should think tbey could get along on a much 
smaller balance tba.n they bave now, perbaps f ive 
hundred million dollars on tbe average, say. 

You baven' t anything else to add to wbat he said? 

No . 

I•ve talked to several bankers and one insurance 
company in our distri ct, a.nd tbey all say the same 
tbing: 1118.ke no cash offering now, and tbat if things 
looked good enough next week, wby, offer a r etuoding 
1n tbe form of a note. Of course, I think you couldn't 
consider a long bond under the circumstances. 

Kay 1 add one thing to what I said - not tbat it's 
important, because so much bas happened in the 
interval - but 1 was baving a talk with this group 
tbat is now on tbis committee of mine in New York • •• • 

•itb whom, George? 

With this group of bankers. 

Oh yes. 

•• • yesterday afternoon, and I mentioned what was 
already 1n tbe press, tbat I was collling dom here 
today to discuss financing and that 1 wesn•t goi.ng 
to take the trouble of asking tbea their views, 
because I presumed they wouldn't want to formulate 
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aey views before they had t o , and virtually asked 
for no comments at all. I was rather interested 
that they all spoke up, said, if I didn't mind, 
they'd like to say that they thought that if it 
were possible at all , that you should make the 
refunding issue next week, for some of the reasons 
that I have mentioned. Fi rst, you don't know whet 
might happen in Decemberj and, more particularly, 
they thought that it would be a sign of encourage­
ment rather than discouragement to the market if 
you felt that you could go ahead as usual. tiow, 
they might all cha.nge their opinion today and would 
want to reserve their opinion until tbelast minute, 
as we all do. But I was interested; that was their 
reaction yesterday: t hey were on the favorable side 
rather then the unfavorable side, 

Ob-buh. 

My views are in the statement, Mr. Secretary - in 
the statement of the ~bairman . 

All right. 

I might say that the Board members present in Wash­
ington this morning have agreed upon a certain state­
ment which the Chairman will make. 

I see. Fine. 

That doesn't - in saying that , I want to say that 
doesn' t mean there's any disagreement necessarily 
so f er as you - George and you are concerned, because 
it's a matter that we 've been discussing, oh, for a 
month, I suppose, and they didn't have an opportunity 
to give the consideration to the matter and - that 
is, the matter of filing the statement; so it wasn't 
even suggested that they do so, and in fili.ng it, it 
lsn•t a statement tbat would indicate any necessary 
disagreement at all , and neither does it indicate any 
disagreement among the Board members, because it 
merely says that it expresses tile views of the four 
who were present, who llad had an opportunity to 
consi der it, Mr . McKee being on a vacation and Ronald 
being down to the Springs. I Just wanted to make 
that as a preliminary. 

I don't know where that statement is. I'm waiting 
for it now. 
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Want t o telephone? 

It was supposed to be on tne way. 

Tney were practically just going to send it. 

(Eccles goes out t o pnone) 

Tney say bonds are sti ll coming in rapidly trom 
out-o.r-town sources - mostly small lots being 
o.r.rered. Largest, one or two million. Total 
purcnases , r ougnl)', 22 million. Federal BeserYe 
market bids is tile only •arket. Down tnree-eightna 
troa~ last nignt. 

Tnree-eignths. 

Tnat •eans tney've dropped twice since you started, 
an eigntn eacn t ime. l'ney ' ·n dropped a quarter 
since tile opening . 

We're in tne ~~arket alone at this point. 

l nat•a wnat tnis says. Tne boy says "Federal ~eaerve 
bids is tile only market .• 

Does 1t give tne t otal purcnasea? 

22 over tne board. 

22 over the board. 

lot 22 over the board, D&nDT . 

Board and counter. 

~xclusive o.r dealers . 

Exclusive o.r dealers, yea . 

And wna t ere tlley o.r.r .rrora laat nigb.t' a close? 

Tnree-eigntns . 

Tnree-eighths. 

l 'nat• a not bad. 
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Not eo bad. They go t a pr ett,r nasty break in the 
stock market. Chrysler ' s ott five dollars, and 
General Motors is ott about three - two and a h&lt 
to three. Telephone is down six dollars. Canada 
is only ott a dollar. Steel is orr two dollars . 
Bethlehem is ott two and a halt. 

(~cles returns) 

In the rush ot the damn thing, they made a mistake 
or two, and they started to rewrite it . Sorry to 
keep you waiting like this. 

Wby can't you make the statement verbally? 

I can give it verbally. We'll leave it here . 

Wh)' don't you (reporter) just leave that ott . 

(~coles gives impromptu summary ot 
portion or sta teiD8nt) 

I ' d like to say - and this isn't part of the state­
ment - that the purpose, as I understood it, of 
anticipating the maturities, which was begun here 
last year - I think it was done, as I understood 
it, for the purpose or having e date at which all 
financing could be passed up, if need be: both 
refunding and new financi.ng; end it was in antici­
pation of some unusual emergency situation, just 
such a situation as happens to have developed at 
this time. Therefore, to pass up the refunding 
certainly could not be considered, it seems to me, 
in any way as anything extraordinary 1 in view ot 
the fact that you a re now taking advantage of a 
situation that you contemplated. 

George bas expressed one point or View, and I don't 
say that I differ, but I do think there may also be -
should be soma thought given to another consideration, 
which is that if it is generally known by the publi c 
and the banking community that the Treasury can pass 
up ell .financing at this time 1 that to many people 
may indicate that that is an evidence or strength. 
So that there ere tbe two sides to it. 

That part or it, or course, we don•t agree on. lt 

Regraded Unclassified



;,.cclesl 

Eccles: 

Szymczak: 

Eccles: 

Szymczak: 

· hccles: 

Hanes: 

Eccles: 

Szymczak: 

Bell: 

-7- 20 

is -r opinion, the same as George's, that •••• 

I don•t say thst I disagree with George. All I'• 
saying is that there will be certainly some - the 
maJority may be on the other aide, but there are 
certainly - thst might well say that the '.l:reasury -
Government t~nanc:ing must be ~n very excellent con­
dition because they can go without doing any financing 
whatever during a period when they are making very 
large expenditures. 

(Eccles proceeds with further 
summarization of formal 

statement) 

(.u.r . Banes talks with Pr esident 
on White douse phone, reporting 

condition of stock market 
and Govt . bond market) 

I was Just going to suggest, Johnny, that you 
tell the President that we bought 70 million, 
because in taking • ••• 

72. 

•• • because in taking 50 million from the dealers, 
it certainly is taking off the market possibly the 
weakest bonds that would be on the market . 

~hey 1d be the first to come on. 

And I think it is the most effective support we 
could possibly give to it. 

Well, he asked, what have we bought in the open 
market, so I told him. I guess I • • • •• 

'lhat•a where we buy most of them trom: from the 
dealers . 

In fact , we bought them from them before the market 
opened . Bad them in there this morning at 8:JO. 

Before the market opened. "here did they get t hese 
bonds? They were pretty well cleaned up yesterday . 

.. 
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uon•t kno~ where tney go t them. 

(Hanes again talks to 
President, reporting on 
complete Federal Reserve 
bond purchases, on commodity 
prices, and sterling and 
franc rates) 

Well , this is - 1 111 Jus t read this. I•ve got it 
now. If you want to t ake time - it's a couple 
pages here. 

"The members of the Board of Governors present 
todey, Governors eccles, Szymczak, Davis and 
Draper, after carefully considering tae question 
of the September financing in r elation both to 
immediate and prospective re~uirements of the 
Government, as well &S to the present and probable 
future condition of the investment market, desire 
to make the following suggestions : 

"1. It is not advisable to do any new financing 
at tnis tioe, because of t he ~resent uncertainty 
in the security ma rkets , due to conditions abroad, 
and in view of the Trebsury •s large working 
balances, recei~ts from United St ates tiavings 
oonds, Social Security t~ust funds, and the possi­
bility of repayiDf tne Treasury turough ~utside 
finGncing of tne ~4JJ mi llion o~ed to it by the 
Reconstruction ~ inence vor por c tionL the ~ommodity 
Credit ~orporation and the united ~tates aousing 
llutnortty. If, how.,ver, new financing saould be 
decided upon, it woYld be preferable to offer 
short-term rather than intermediate or long-term 
obligations . 

"2. If subsequent developments indicate the 
desirability of maintaining Treasury bal ances at 
approximately tneir present levels , tnis could be 
brought about by off e ring ndditi onal bills or other 
short-term obli gations. 

"J. That consideration be given t o the advisability 
of deferring until next Neek the questi on of refunding 
the December maturities . 
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•cash financing. 

•on tbe basis of estimates received from the 
Treasury it is unnecessary to raise any new money 

22 

at this time, thus avoiding a further increase in 
the public debt. Snould a contingency arise at any 
time during tbe next year, however, making it diffi­
cult to refund or raise new money through the 
offering of intermediate or long-term securities, 
the situation could readily be met by issuance of 
bills or other short-term obligati ons, taking 
advantage of the favorable conditi ons 1n the money 
market. As a result of developments over the past 
few years, excess reserves are now nearly five 
bil~ions, and there is every reason to expect a 
continued growth. Bank deposits and currency are, 
likewise, at an all time high level. There is no 
prospect that either public or private deaand for 
credit would Materi~ly reduce the unprecedentedly 
large volume or funds available at low interest 
rates f or any probable amount of snort-term financing. 

"Under these circumstances, it is considered desirable 
to nvoid increasing the public debt for the purpose 
of carrying working balances greatly in excess of 
current requirements. 

• Short - term Financing. 

•If i t should be decided otherwi se, however , it is 
felt that it would be preferable to offer snort-
term obligations and to increase tile proportion of 
the Government 1 s debt which is financed through 
such short-term obligati ons. This view is prompted 
not only by the conditions prevailing in the money 
market, but ~so by longer-range considerations of 
GoverDDient policy. Onder present conditions, when 
the Government is pursuing a policy of deficit 
financing and or monetary eaaa, it would have the 
benefit of borrowing at very low rates on short-term 
obligations . Looking to the future, however, it may 
at some time become necessary to adopt a policy of 
restraint . Under boom conditions the problem would 
not be one of deficit financing but largely one of 
refunding Government obligations. Under certain 
conditions it might be advisable to apply restraint 
through increased interest rates of the long-term 
obligations, which had been issued when an opposite 
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pol icy prevai led, would then undergo substantial 
depreciation. From the standpoint of averaging 
the cost of Government financing over periods of 
business cycles, a higher rate could well be paid 
in boom times when r evenues would be lerge and 
deficit f inancing would no longer be necessary. 

"It is felt that the effects of wide fluctuations 
in interest rates, which are inevitable when mone­
t ary policy changes from one of ease to one of 
restraint, would be lessened by financing a larger 
proportion of the public c1ebt in the short-tera 
offerings at this s t age." 

Now, that is 

This has the whole situation. 

It•s something -we would want to file this, with 
maybe very slight modification, if it hadn't been­
wi th this war development we've added thi s as another 
factor in the s i tuation. 

That 's brought up to d ate with the war in view. 

That, as you' ll notice, in no way conflicts wi th the 
other members of the Committee with r eference to the 
policy to be adopted today regarding both refunding 
and new financing . · · 

I take 1t that the sentilDent is unanilDous that we 
should say nothing today at all, beyond that we•re · 
going t o wait and - I expect all of us can be 
happy 

Be no new financing • 

.tiub? 

No new f inancing. 

You can s ay that. 

I don't know whether we want to say anything at all; 
we don' t want - not knowing what our opinion will be 
next week . We ' d better not make any final opini on, 
because it1 s obvious t o anyone that you couldn' t tell 
today what's going to happen next week, when we ' re 
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ready to make some announcement . So it would be 
my hunch that we just say there is no announcement 
to be made until next Wednesday. 

Tuesday. 

Would you say Tuesday? 

Well, not before Tuesday. 

Not before Tuesday. 

Yes. 

24 

While we're buying heavily in the market today, and 
we may again be t omorrow - may be Monday - if tnere 
was knowledge there was to be no new financing, the t 
would seem to me to be favorable. It would seem that 
when the Treasury does not - balances are such that 
the Treasury does not need to finance now, to give 
a market securities when, in order to hold a market, 
we are buying heavily of existing securities, that 
it would certainly be inadvisable from every point 
of view. 

I am wondering if the market - if the uncertainty 
as to whether or not there is going to be any financing, 
any new financing - George would know better than I 
would - would you feel that that would be adverse? 

Don't you think, Marriner, or do you think- let me 
ask before George answers your question there - do 
you think that the market has already had a pretty 
good indication that there is not going to be any 
new financing? 

I would think the market would hardly expect it. 
hut the question is, the market knew there was this 
meeting today· now we meet and we say nothing about 
the matter . Does it leave the thing still uncertain, 
that we haven't decided whether or not there will be 
new financing? In other words, there m.ight be • ••• 
That's the only question. 

Would you think it advisable for us to say that 
the Open Market Committee has recommended to the 
Secretary of the Treasury that there be no ••• • • 
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Be no new financing - that the matter of refunding 
be deferred until next week. 

~hat would be quite a departure, tb.ougb., llr . 
Secretary, because I don't tb.ink you've ever -
tb.e Secretary has ever made a statement of what 
tb.e Open Market Committee hes recommended to tb.e 
Treasury . 

1 know; that never has been done before, but I•m 
Just wondering if - 1 •m asking for advice. 

I think it's - we're 

We're sort of in the dark here. 

Tbe question 15 wbetb.er you want to tie in new 
financing rl th the present cond1 tions or whether 
you were consider!~ new financing as if tbe con­
ditions didn't exist. lly position- 1 couldn't 
recommend new financing even if these conditions 
didn't exist. 

Xou couldn't. 
-

No, 1 1 m not - not at this time; I'm speaking of the 
~uropean conditions . 

Xou1ve bad the same conditi ons prevaili.ng for the 
last three years. 

Not tbe last month. Not three years. 

We ' ve bad big balances all tb.e way through this 
period. 

But you didn ' t have big excess reserves. 

~een pretty large . 

No, they were down to - until tb.e - you had a very 
different money market situation until, ob, about a 
year and a half ego, when the Treasury desterilized 
its gold and- we decreased reserve requ1re.ments . ~be 
reserves from t~t point have been building up from 
around a billion dollars t o nearly five billion 
dollars, so that tbe situation has b~en very rapidly 
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l>ccles: 

Harrison: 

Bell: 

E-ccles: 
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changing. 

Wel l , even before that you had three billion 
dollars before you out thea down. 

Well , for a short time - I mean, and they worked 
up with gold imports r apidly, but they were not -
there was no permanency to the amount of the 
excess reserves, because we had used none of the 
power that we had to decrease e.xcess reserves. 

John, it does seem to me that unless you feel you 
ought to wait until the Secr etary returns before 
you say aey thing , and unless you still have 1n mind 
the possibil ity of raising some new cash, ther e 
might be advantage in saying now that there will 
be no new financing tor cash. 

And just stop there. 

Just stop there. 

That's right; say noth.ing more . 

No more today. 

That ' s right. 

-
That means that- of course, it's 
you haven't dec i ded on the other. 
say it. :iou can say, •mere will 

implied then t hat 
:iou don' t have to 

be no new financing.• 

• hey•U say, •well, what about the refunding?• 

•Well, that hasn• t been settled.• 

That's all. 

I think: I would even go that t ar and say it hasn't 
been settled; that we don't have any announcement to 
make on that before Tuesday . 

:iou1 ll have t o say something, because that will be 
the next question. 

Be no new .financing, and you'll have nothing to say 
on the other before Tuesday . 
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That's normal procedure. 

That would certainl~ be better - if the Treaa~ 
could do that, I would much prefer t hat to sa~in& 
that the Committee bas made such recommendations . 

27 

I•d bate to have ~ou sa~ that: I' d bate to nave ~ou 
overrule us publicl~. 

~es , I tbi.nk that ' s bed; I don't tbink that would 
be !air. 

I tbink the other is very much better . hnd that 
would help, I tbink, to give a certain 

But it wouldn' t burt any; ao tar as it bad any 
effect, it would help. 

Do ;you tbink that this !eelina in the market that 
there is not going to be any new tlnancing, which 
there cert ainly exists - I've had a half dozen people 
tell me - you tbink that's pretcy well discounted? 

I t hink it i s definitely a ssumed that there will be 
no new money raised . 

On long term. There ' s no assurance on the other, 
is there? 

Harrison: .Well, I don ' t tbi.nk anybody tbinks you ' re going 
tor cash in tbis market, •••• 

Draper: Oeorge, i sn't tbat in New ~ork , though? 

Harrison: • • knowing what ~our balance is. 

Draper: 

Harrison: 

Eccles: 

Szymczak: 

Bcclest 

lsn•t that more in New ~ork and not out in the 
countr~? 

Maybe . 

I think so . 

There was a statee nt in the press to that effect -
when was i t , today? 

Some banks wanted it. 
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Unless you still want to keep en open aind on it, 
I tnink, as the Secretary has often done - he's 
made that kind of stateaent before, as I reaeaber, 
Vanny: the t there wouldn' t be any new financinc . 

Oh yes, when he's made up his mind, that has been 
announced several days before the formal announcement. 

Having announced it several days before on previous 
occasions, I think there is some advantage now in 
confirmi.ng the impressi on that prevails certainly 
in my part of the world, that there won't be any 
new financing. Of course , if you want to still keep 
an open lllind on it, it you don 1 t want to coai t 
yourself 

That may help the market, too. 

lo keep an open mind? 

No, no, to say there won ' t be any new financing . 

I think it would be f avorable. 

lias anyone else got any suggestions? 

I haven't a.cy more. 

-
~orry we have to meet under such gloomy circumstances. 
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TO Mr. 

rAON Mr. 

Subj ect : The 

TREASURY DEPARTMENT 

Ranee 

a 

IHTP Ol'l'tCa COMMUNICATION 

usiness Situation. 

Conolusione 

CO!iFIDEII'i'IAL ...... 
September l, 1939 

(l) Some further improvement in induetrial activity 
appear• in prcepect oYer the next eeYeral .anthe, largely 
because or an expected etrcng expaneion in autoJDObile pro­
du.otion, together with increased operation• in related 
induetriee. In the eYent or war , thie would tend to cushion 
the initial ehook and to tide bueineee oYer the early period 
ot indue trial uncertainty. 

(2) Sinoe the recent upturn hae carried induetrial pro­
duction about to the current leYel or ooneumption, any turther 
eubstantial bueinees improYement suet come about either ae a 
result or inoreaeed consumption or throuJh a moYement to 
accumulate inventories. The oautioue buying pol1oy whioh 
industry hae followed tor nearly two years hae etrengthened 
the general proepeot t or a eteady reooYery. By preYenting 
inventory maladjuet111nte, it hae made conditione ta.arable 
t or a general buying moYe88nt in the eYent or a rite in com­
modity pr1cu. 

(3) An outbreak or war tight oau" but a llinor ehook to 
bueineu in t}le United States. While it would result in a 
eerioue uneettle88nt or international trade, and coneequent 
readjuetmente in Yarioue 1nduetr1ee, the ~ 110nthe or war 
uncertainty haYe already done suoh to put induetry in a etate 
ot preparednees. A heayY export demand tor American eteel 
produote W1 thin a tew months after t he outbreak or war 1e 
anticipated by steel companies. 

(~) Commodity prioea ha.e recently been etimulated by 
war demande, particularly in Great Britain, where the 
depreciation or eterling has been an additional inflationary 
taotor. lfere it not tor the present heay,r etocke or agri­
cultural produote, a general rise in world commodity prices 
would probably already be under way . 

Regraded Unclassified



Hr. Hann - 2 

The general buaineaa outlook 

Since the outcome ot the European political oontliot ie 
not predictable at thie time, an appraiaal ot the buaineea 
proepeot muet be contined chietly to a atudy ot domeatic 
bueineee tactore. 

The economic background continuee generally favorable 
tor a turther bue1neea recovery during the remainder ot the 
year. Industrial production throughout the world, influenced 
largely but not entirely by the armaaent race, ie in a sharply 
r1eing trend. The New York Timee-Annaliet compoeite index ot 
toreign induetrial production in June eetabliahed another all­
time peak, further exceeding the high lenla ot late 1937. The 
aocomp&nJ'ing increase 1n world demand tor commodities and 
materiale ie evidenced by a r ·ieing trend in the vol11118 ot inter­
national trade. The phJ'e1cal quantity ot world trade during the 
second quarter ot this year, according to 'Uaee-Annaliet data, 
increased to the highest level since the laet quarter ot 1937• 

In the United States, industrial production during the 
paet two months bas been rapidly recovering trom its earlier 
setback. The FRB index reached 102 in July, a gain ot 10 pointe 
in two months, which carries it to within 2 pointe ot the 
December 1938 high. It ie poeeible that eome alight turther 
gain hae been made during August, in view ot the strong upturn 
in eteel activity, deepite the shutdown ot automobile plants 
in that month tor an early change-over. The prcepeot ot a 
rapid expanaion ot new-model automobile production during 
Sep tember and October, the earlieet tall increaee on record, 
together with an acOOIIIP&nJ'ing expansion in the output ot the 
eteel induetry and other related industries, euggeste a turther 
r1ee in the rRB index over the next tew monthe. 

Any ahoolt ot adverse European developments thia tall 
would the ret ore be cushioned by the bueine ee st111Ulue eo on 
to be provided by the automobile induatry. The rise in auto­
mobile output ie already under W&J', with all ooarpaniea now 
beginning production on 194o modele. The urgent competitive 
need tor a rapid building up or dealer atoclta during the early 
montha ot the aodel aeaeon would tend to minimize, tor the time 
baing, the ettect ot any war ahoclt. 
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Baeio conditione atabl a 

Our calculated baaio bueineu indioea, which proYide 
measures of the underlying trend of bueinesa , and of the 
ext ent to which industrial production may be out of l ine With 
baaio oond1 tiona, remained during Julr at approx1aatelr the 
leYele held during the preYioua three montha. (See Chart 1.) 
OrdinarUr, a rille in i ndustrial production euoh ae th&t or 
the paet t wo mont be, howeYer , would haYa been accompanied by 
some improvement in basic demand, in new orders, and (after 
some leg) in the aalea of manufactured goode. The leYelling 
out of the basic indices probably reflects i n some degree 
the depreea1ng influence of f oreign uncertainties. 

While the outlook t or the automobile industry pointe t o 
further ga1na in industrie.l aotiYity th1a t all, the tact that 
industri al producti on ie now about equal to the current l eYel 
ot conaumption means that any aubatantial turther rise muat 
come about either as a result of increased oonaumption, or 
because of a movement to accumulate inventories. Nearly t wo 
years of cautious bu7ing policies have reduced inventor1ea 
generally to rather low leYele, and deYeloped conditione faYor­
able tor a general buying movement in the event of a deoieiYe 
upturn in commodity prices. 

New orders well maintained 

our i ndex of new orders (shown in the lower section ot 
Chart 1) declined somewhat in July , but slightly lese than 
aeaeonal.ly. So tar during Auguet the YOlume ot new orders hal 
held eteadr, and apparently remaine in a t aYorable relati on­
eh1p to the leYel or business aotiYity ae measured by the New 
York Time& bua1neaa i .Ddex. (See Chart 2.) 

Thera ie no detini te eYidenoe that the European newe hae 
caueed anr ourtallment of new buring. Steel order s during 
Augu&t haYe aYeraged higher t han in July. Textile order s held 
generally e teady until last week, when they turned sharply 
upward to the highest lenl einoe ear l r lolaroh. Other orders 
declined during June and Julr, but haYs strengthened slightly 
i n recent weeks. 

Regraded Unclassified



llr. Ranee - 4 

1'he eteel 1n411etrz 

Steel output baa oont1nued to inoreaee gradually during 
Auguet, tollo• ing a pattern al-ost identioal ~th t hat of 
last year but at a 50 per oent higher leYel . Steel oper ation• 
during the laet • eek of August • ere at 63 per oent of oapaoity, 
the higheet in nearly t • o year s. (See Ohar t 3.) 

The present rate of operatione, ae indioated on the ohart, 
ie in exoees of the ne• orders rate reported by the U. s. Steel 
Corporation. Ae • ae the oaee laet Auguet, ho• e•er, the more 
rapid inoreaee in operation• of the independent ooapan1ee (eee 
lo•er eeotion of ohart) apparently indioatee that they are 
reoeiYing a heaYier volume of ordere than U. s. Steel. 

Sentiment in the eteel 1nduetrz ie reported as strongly 
optim1etio, • ar or no •ar. AUgust book1nge of steel ordere, 
aocording to the Iron Age , are likely to range from 2 to 10 per 
oent aboYe July, • 1th a brighter outlook tor September due to 
an imminent stepping-up of epeoitioatione from the automobile 
1nduetry, Steel eorap prices have made new highs tor the 
year, and a general f irming ot prioes on finished steel produota 
is under way. 

Steel produoere, aocord.ing to the Iron Age, believe that 
an early eettlement ot the European orieis would lead to an 
inoreaaed eteel demand from domeetio coneumere. In the eYent 
ot •al', on the other hand, an intenee export demand t or American 
eteel produote is looked tor. There baa recently been reported 
a eharp increase in the number ot inquiries from potentially 
bell igerent countries, and from neutral• who would be forced 
to eh1tt their ordere to the United Statee in the event ot war. 

Tbe automobUe 1nduetrz, ae in 19)1!1 , • Ul proTide a 
etrong eouroe ot demand tor steel thie tal l . W1th their tall 
requiremente contracted for at bargain prioes last spring, 
and eteel prioee etart1ng to riee , the automobUe compan1ee 
may take an unueual volu1D8 ot eteel during the next te• aonthe. 
The upturn in ne ... model produot1on no• under • ay 11&7 carry 
automobile output olose to 100,000 unite a • eek by the end 
ot September, barring labor trouble• or • ar, acoording to 
Ward ' e Report e. This • ould appro.x1mate the peak establ1ehed 
in December 19)1!1. The baeio demand tor automobilee, acoord1ng 
to our oalculatione, romaine well aboYe the production or 
any reoent month. 
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The oommodit7 prioe aituation 

The moTemente ot oommod1t7 prioea OT&r the paat two 
monthe haYe been featured by a turther weakening ot agricul­tural pricee under the preseure ot large atooke ot Tar1oua tarm oo111111od.i ties, and b;r a well-q1nta1ned leTel ot prioee 
ot industrial raw ~~&ter1ale . (Bee Chart 4.) Detlationar:r 
intluenoee apparentl:r continue to atteot pr1oee in aome 
degree, preventing a rie1ng prioe trend that oould normall:r be expected in view ot the marked improvement in world 
industrial aotiTitJ. 

In reoent weeks, war tears have been a taotor in the 
oommod1t:r aarkete, particularlJ tor etrategio war aateriale. 
In the United States, thie hae brought 110me upturn in the Dow­Jonea and Woody 1 e indioea ot eeneit1Te commodity prioee, 
though not extending beyond the limite ot preTioua temporary movementa. (Bee Chart~. ) 8eYere weakneaa in sterling and associated ourrencieea been an untaTorable taotor on our prices, preTenting a greater reeponse to the increased deaand. 

Reuter' a index ot Britieh pricee, on the other hand, ehowa a decided upturn, retleoting the oombinad 1ntluenoe ot war 
tears and eterling depreciation. Some observers believe that 
England may be taoing a general prioe rise, particularly in the eTent ot war, einoe production in man:r induetries ie near the limit ot oapacit;r. 8uoh a deTelopment would doubtless have an intluenoe on price trende in the United Statee. 
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TO 

....... 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Mr. Han~•• 
Mr. Baa • 

• 

DATE August Jl , 1939, 

Subjeotl Septeaber Pinanoing 

We reooaaend - - unleee there ie a material obange in 
t he international e1tuat1on -- that the Septeaber t1nano1ng 
be omi tted ent1relr. Our reaeone tor thie Y1ew mar be 
eummar1~ed ae tollowe1 

(l) The ~eaeurr 1• under no neoeee1tr of oonduoting a 
tinano1ng operation at thie t1ae, unlen aarltet oon41t1one 
appear taYorable. The oonduoted would be aerelr t or the purpoee a note leaue not due 
untU Deo•ber and adding adequate working • 
balanoe. There 1e no reaeon to do ei ot theee thinge 
unleee oonditione are taYorable. Por eoaetiae a large work­
ing balanoe hae been aa1ntained and aatur1ng obl1gat1one 
antioipated three aonthe 1n a4Yanoe, in order to be prepared 
to akip a quarterlr finanoing should a orieie or other 
eaergenor render euoh a etep a4Yieable. The eaergenor baa 
now ooourred, and it ie tlae to reap the adyantage ot t hie 
f ore light. 

(A) Ae tar ae new aoner ie oonoerned, the 
'lreaeury ie well prepared to wai t untU Deoeaber. 
Mr. Bell eetiaatee that it no new aoner a t all ie 
raleed between now and Deoeaber t he wor lt.ing bal­
anoe wUl not tall below 1500 a1ll1one. It un­
foreeeen deYelopaente ehould oauee a obange in 
thie eetiaate, the balanoe oould ea11l r be aain­
tained br bill ieeuee. 

(2) Oaitting a new aoner tinanoing at the preeent tlae 
would no t throw an exoeeeiYe burden upon tuture t1nanoing 
datee. It ie eetiaated that the total .. ount ot new aoner 
t1nanoi.ng (exolu41ng guaranteed i .. uu) whioh the ~eaeurr 
will haYe to do during the ourrent tieoal rear ie between 

11. 5 and $2.0 bi111one, or an aTerage of troa 1500 to 
700 aillione eaoh during the relll&1n1ng three quartere. !hit 

eetiaate aar be eubJeot to a ooneiderable aargin ot error, 
but not enough to 1noreaee the aaount of tinanoing required 
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4uriq 811b .. queat quarter• beJoa4 ttw probable ab.orpU.,. oapaoU7 of the aarket. If the TOllllle of bille 8holll4 be ia­oreaee4, the aaollllt of tiaaaoiq required at the replar quarter 4atee woul.4, of OOII.rle, be oorreepon41acl7 re4uoe4. 

(3) Deep1te the faot that ~ aet reoeeeloa 111 the prioe ot Un11oe4 Stat.. 11011r1 u .. bae been ruarka'bl7 eMl.l, eon­e14eriac the gr,aT1t7 ot the international orie1e, the aarket bae 'been TlrJ thia. It woul.4, oon .. queaUJ, be Tery basar4-oue to pr1oe a lift ao11e7 1uue. fb.e eaallne .. ot the 4eol1u appeere to baTe been due aore to a laok ot pan.iok7 l1qu1-4aUon than to the preenoe ot i.llponaat 'bib. 

(~) A f1aanoiq operaUon oontiu4 to aa u :ohallce otter­inc tor the Deoea'ber note• woul.4 &Told 111 part the 41ttioult7 ot aeklq purohaeere to aake new oo.U.taent• at th11 t1ae, but haa the epeo1al 41ttioul.t7 that, aocor41JIC to preoe4.ent, 11; woul.d ha.,.. to be held open two or three 4&71 with a oorre­epon41J11l7 creater u;ponre to ohaac•• ia tlw iaternaUonal eiwation tlian woul.d be the oaee with a lift aoae7 iuue. 
(5) fb.e etteot upon pneral. t1nano1al. u nt1Mnt of oa1t­t1DC a ~rea.ury t1nanoinc operation vollld prcba'bl7 be taTer­able rather than ttw reTeree. It wollld a .. onetrate the etreacth ot the ~eanr7 poeiUoa alld iU laok ot neoeu1t7 to reeort to the ao1117 aarket, except at t1aee oonTenient to it. It woul.d al.eo a Told the • etabliehaent ot a baaellu upon which new otfer1DCI ot oorporate UOilr1t1 .. aleht be aeaeure4. It, for exaaple, the !rea~ t1DaDo1ac eperat1oll 11l the orieie period ehould be oont1aed to retllll41ac the Deoeaber not~• into Dft 2- or 3•71&r not••i the reaotion ot the oorporate eeouri­u .. aerket lalcht be 1 t that 1 • the beet that the treaeurJ oan 4o, how oan we IIPIOt to 4.o &11,1 "Dettert 1 In the abunoe of Roh a baeel1ae the oorporate -rltet a1&ht 'be IIPeote4 ·to re­Ti.,.. acre rapiU7 w1th a real. l1qu14atioll of the or1e1e. 
(6) F1aal.l7, eholll4 the or1e1e 4enlop iaetea4 iato war and the war oauee a ceneral. 4eoline in GoTerllllellt bonA pr1oee, it 1e true that we UJ haTe to Pl7 ~tere later f or aoae7 thea we wolll4 at the preuat Uae. Ullder euoh o1ro111111oalloee, how­enr, th1e iatereet MT11lC would haTe been purohaee4 at t he expeaee ot 111i11g a lift !reanrJ 1eRe fall 1aae41atel7 to a eub11oallt1al 4180ollllt. It the or1e1e 1e to 4eTelop into war, !~-would be 'better to 4o oar borrowiq later Ill the bali I ot .... new faote after tlw7 beooae klloVD. Borrov1Jll at the preeeat t1ae 1e Oil a hal.f-peaoe all4 hal.f-war baeie, an4 11 l1kel7 to be IUita1r to either the ~reawry or the purobaeer•, 1th1oheTer '""lltllal.l7 4eTel.Opl. 
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Sept .. ber 1, 1939. 

!be ••bere of t~ !oard of GoTonore, preoct toda:r, 
OoTenors :Icc leo. sa,.cuk, Dot.Tia and Draper. afto.r caretull:r 
ecnoideri.Dc the quetltl.Cft of the Sept•bor financla& 1n rolatlco 
both to luedl&te and proopectln requireMIItl of the GoTen~~~ent, 
aa well aa to the preaeot and pr obable tuture condltlon of t he 
lnTeotaent ""'rltet, doalro to ll&ke the followln« aucgeationao 

l. It ia not adTiaablo to do an:r now financlnc at 
thio tS..O, bocau .. of the preaeot 1>Zicertalnt;r in 
t~ aocurH:r -.rketa, cl:a.e to condlUono abroad, 
and 1n Tlow of the 'l'reaRr:r'• larp workUc 
'balanceo, rocelpta froa U. s. oaTlnp banda, eoclal 
aecur1t;r trnot tuDda and tho poao1bl11t;r of r-711>1: 
the Treaaur;r throUSb outaida financln« of the $4oo 
m1111ono o.,.d to it b;r the lleconotructlon 71nance 
Oorporat i on, the Oommod1t :r Credit Oorporation and the 
U . S. Boua ln!t .lutbor1 t :v. It, bowoTor, new financin« 
abould be decidad upon, it would be preferable to 
offer abort-tara rather than lnteraedl&te or lon«­
tera obl1pt1ona. 

2. If oubaequont denlapaenta lndicata the dee1rabU1t:r 
of aalntalnln« Treaaur;r balancee at approxboatel:r 
their preect lnela, thia could be bro-ocht about b;r 
offer i.Dc additional billa or other abort-tara 
obliptlona. 

· 3· That conaldaratica be g1TOD to the adTlaab111t;r of 
deferrlnc until ne:rt week the queaUon of rel"tmdi~~~t 
the December aaturitieo. 

Cyh l1pyc!A«. 

On t he balia of eetl.aatee recoi'"d froa tho heaaur;r it 
Ia unneeeaaar;r to rat .. an:r new aone;r at thh tlao, tbm aT0141nC 
a t'o.rther tnereaao in tho public debt. Shou14 a ecattnpnc:r ariao 
at &DJ tl.ae cl:a.rln!t the nut :r-r. bowTor , ll&klnc it dlftleuH to 
rettm4 or ratee new aone:r tbroUSb the offorlnc of lnterM41ato or 
lo"«"'tora oecuritlea , tho oit'llation m uld roadll7 be aet b7 laauanco 
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of bllla or other ahort-tena obUr;aUono, telcblg adYMtage of the 
fa.-orable concHUona 1ll the 110noy ll&J'lcet. .U a result of dnolop­
menta oYer t he pAit few yeara , exeeea reterYee are now ne&r~ $5 
b1ll1ona &114 there 1o eveey re&aon to expect a contlli'Cl84 r;ronh. 
l!Mk depoolto and currency ar e, lil<erlse, at an all tbe high leTOl. 
There Ia no proopect that either publi c or priYato dom&Dd for credit 
would materially roduco tho unprocodentodly largo volume of funda 
&TDilablo at low interest rates for any probable amount of short-term 
tinoncint;. 

Under these clrcumatancoe, It lo ccnoldored desirable to 
a.-old lncreaeing tho publlc debt for tho purpooo of eorr;ying workblg 
balancoo greatly in excess o! current roqulro~ents. 

Short-Tore l1pensipg. 

If It should be dacidad othoroioo, however, It Is felt 
tbnt 1t would be preferable to offer obort-tono obllptlona and t o 
lncreaoo the propor U<n of tho Gonrn:unt'o debt which 1o flrumced 
thro~ ouch abort-tor= obligations . Thio Tlaw 1o pro~pted not 
only by tho conditions pre'Vl<111ng 1ll tbe 1101107 Mrket but also by 
longer ran~• cons iderations of GovoJ'Illlont policy. Under present 
conditione, when the Governcent 1o pUNIUing & policy of daflcit 
financing tu>d of monetary ease, It would ha .. e tho bonetlt of borrow­
int; a t very low rates on short-term obl1e&tlons. looking to the 
tuture, however, 1t may at some timo become neeeaeary to adopt a 
policy o! restraint. Under boom conditione the problem would no t 
be one of deficit financing but largely one of refunding Government 
oblle&tlons. Under certain conditions it =1gbt be adTiaable to 
apply rootralnt t hrougb inereaud lntorsot rateo. long-tor" 
obllg&t lone, which had been lsoued when &n oppooite policy pre­
TI\Iled, .,uld then undargo subs tantial depreciation. hoo the sttu>d­
po lnt of avor&glng the cost of Government financing over periods of 
buolaeoo c:rcleo, a higher rate could well be pal4 1ll boo:~ times 
when revenue• would be large and daficlt flllancln& would no longer 
be neeeaaary. 

It Ia felt that the effocto of wide !luctuatlono 1n 
lnteroot rat_. w~ieh are inevitable when monetary policy changes 
fro., one of ease to one of restraint would be lootonod by flllancing 
& larger proportion of tho publ ic debt 1n tho ohort-toro offerlnco 
nt t b lo ot&go. 

(lloto in llr. Ranoa' handwrit ing:) 

On Sept. 1- ' 39. This otatement was 
read into tho record by ~riner Jccles 
at tho meeting In Soc. llorgontbau's 
office with the Open llarket Coamlttoo -

J . r. 11. 
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FOR n.llED UTE RELEASE 
Friday, September 1, 19S9 

TREASURY DgpJJ!'l'lJEII1' 
lTasbi.ngton 

Prose Servioe 
no. 18-59 

Acting Secretary Bane• today issued t ho tollowl.ng otatement• 

Wo will not bor row e:ny n- money at thia t S... . Secretary llorgenthau •a 

polloy ot maintaining oubotantial cash halanoeo at all ts...a calces un-

neceaaary any oaoh tinanoing now. The question ot retunding in advance 

the 1 3/8% noteo .... turing Deceober 15 will not be oonoidered tinally 

until next TUeaday or Tledneadey. 

- oOo-
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Gonl'nllant Financi.ng 

The members of the Board of Governor s, pro sent today, 

OoTernora Eccles, Szyaczak, Davia and Draper, after carefully 

considering the question of t he September financing in relation 

both to immediate and prospective requ!ra.ents of the Government, 

as well as to the present and probable future condition of the 

investment 11111rket, desire to make the following &\1116eStiona: 

1. It ie not advisable to do any new financing at 
this tiae, because of the present uncertainty in 
the security markets, due to conditions abroad, 
and in view of the 'l'reasury' a large working 
balances, receipts from U. S. aav1ngs bond&, social 
security trust funds and the possibility ot re~yiag 
the 'l'raaaury through outside financing ot the $400 
millions owed to it by the Reconstruction Finance 
Corporation, the Commodity Credit Corporation and the 
U. S. Housing Authority. It, however, nrn financing 
should be decided UPOn , it would be preferable to 
otter ahort-ter. rather t han interDadiate or long­
term obligations. 

2. If subsequent developments indicate the desirability 
of maintalning Treasury balances at approximately 
their preeent lenla, this could be brought about by 

offering additional bills or other short-tara 
obligat1on.s . 

3. That consideration be given to the advisability or 
deterring until next week the question or refunding 

the Dec .. ber maturities. 

Cosh Financill/l. 

On the basis or estiaates received troa the Treasury it 
is unneceeeary to raise any new 8Qney at t his tiae, thus avoiding 

a further increase in the publio debt. Should a contingency arise 

at any time during tbe next year, however, making it dirtioult to 

refund or raise new money through the otrering of intermediate or 

long-term aecuritiea, the situation could readily be met by issuance 
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ot billa or other sbort-telW obligations, taking adnntnge ot the 
t&Yoreble condi tlons in the .oney llllrket. A4 a reault ot dnalop­
m.!nts oyer the past rf!IW yee.re, exoeaa reserves &.r·e now nearl:r $5 
billions and there is every reuon to expect a continued growth. 
Bank deposita a.nd currency are, likewise , at an all tiae bigb le,..l. 
There is no prospect that either public or privat e demand tor credit 
would materially reduce the unprecedentedly largo volume of 1'unds 
available at low interest rates tor any probcblc amount ot abort-term 
tinnncing. 

U.dnr these circu.etances , it i s conaidered desirable to 
a1"oid incroaaing the public debt tor the purpose or oarrying working 
balances greatly in excess ot current reqllireMnte. 

Short~erm F1nano1ng. 

If it should be decided otherwise, bowovor , it is felt 
that it would be preferable to offer abort-tara obligatione and to 
1ncrsa.sa tho proportion or the Government •a debt wbicb i s financed 
t brougb such ahort-tel'lll obligations. This vi"" 1a prompted not 
only by the condi tiona provail1ng in the 110ney lllll"l<et but also by 

longer rengo conaiderntiona ot Government policy. Under present 
conditions, when the Government is pursUing a policy ot deficit 
financing and ot monetary saae , it would have t he benefit or borrow­
ins a t very low rates on short-tom obligations . Looking to the 
future, bowovor , it may at SOllie time become necooeary to adopt a 
policy or roatraint. Under ho0111 conditions the problem would not 
be one or detioit financing but largely one or r efunding Gover'lllllent 
obligatiorut . Under certain conditions it llligbt bo advisable to 
apply r estraint tbrougb increaeed interest rete a . Long- tei'lll 
obligations, 1<bich had been iaaued when an oppoai t e policy pre­
veiled, "ould then undergo eubatential depreciation . Frolll the stand­
point or averaging the coat ot Government finanoing over periods or 
business oyolee , a higber rate could well be pai d in boom t1m~e 
whon revenues would be l arge and de:ticit finanoing "ould no longer 
be necesaary. 

It ia felt that the attach or wide fluctuations in 
intere&t rete a r.bic.h ere i.neY1 table when oonetary policy changes 
tram one or eeoe to on~ ot roatre1nt would be leacened by financing 

a larger proport ion ot the public debt in t he abort-term offerings 
at this etege. 
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THC S~CAETARV OF' TH E TAEASU R Y 

W A.H t NOTON 

Slro 

Y- an MN'IV appo1ate4 a Spaoial £HS..t.at. u4 

Coanlt.iac Jll:poft to u.. llac:Nt.u7 ot t.ba !1-411 w1U. baU.­

qaart.en at. I• Yorlli:, I• Yorlt. J'or lllldl ~· u J"CCIl ~ 
part'ona 4=Uic t.ba period ot 7011/r apposn-t., ldt1c!l S.. Dot. 

to a:dd ....- :z- )0, 1940, ,._ w11l be pa.14 t.be .,. <4 

tl.oo. 
1ft -.ot.S.. with 7011/r ~ u a Special 

.UaS..t.azrt. ud COIInlt.Sac ~. 70\1 an bera'IV auUooriMcl t.o 

.U. 1111Gb t.ra'ftl Mw- 7011/r peat. ot dlaV at. I• Yorlli:, ... 
Yorlli:, 111111 Wuh1•&tGilo D. C., ad bat.- 8T ot.ber poSat.a Sa 
t.M -uuet.al VDJ.teol St.at.. u .q M auuNZ)' tor t.M pa­

JIOM ot ~Sac ott1c1al baaSaaaa tor t.b.Sa ~· 

Ia •Jr1e1 \be aboue t.S..ed trawl, tM Qouw t 
w11l PO" 7011/r t.rauponat.S.. Gl'IU.. u4 allow j'CIIl .., .oo per 
d"- Sa U.U ot .U.in411oa, wah all-oa tar nbeS..taoa t.o 
be ,.;rable tor all t.S. JOIIL an Sa a t.ra'ftl at.at.u or 'llllila Gil 

<Ill~ Sa 'luh1aat<a, D • C. 

Yoar ~at.s-, V..ponat.s-0 _. nN1n411ca 
.x; IU .. w1U M pa.14 fra t.M J'nbnp llt.abUi.Mt.i.a J'\DS • 

.l cow ot t.1>s.. ~ allt.bol'isat.S.. llhoul4 &e"'""P'QT 

.. oh TOIIObar •"'PI claia tor UI*UI .. 1aourrad U.NIIIIdar. 

Ice. W. Wendnlpl:l ....... , 

" hl.l. llt.Nat.. 
1 .. Yorlli:, 1-Y~ 

29 
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TH E SECAETAAV or TH[ T A[AS U R Y 

W Aa MtHOTON 

Sep\eeber l, 1939 

at.ra 

Ia a 11\ia witb 7f1II1IZ J ' \9'V I It U e Speoial. 
.uet.neat. ud c-ul\ia& ~::~pert, ,_are lYft)t- ...t.boar1.M4 w 
aalDt .,.. t.raftl loots • 7f1II1IZ pan ot tut;r a\ Priaoetce, ..,. 
:sere.r, ud ~.D. c., 11114 .._.._ ar other po1ata 1D 
\he oceu-tal 1Ja1\ell stawe u _., tie MOMMZ7' tw t.M Pll'­
poae ot oc.tactjq otrioial. buS...e tor tb1e DeparUct. 

Ia •Jr:1n1 tile abo;s ~ticDed travel , tbe Gm'81"1mal~ 
will pq 7f11111Z trauportatioD IIZJIIU .. ud allCior ,_ 17.00 per 
dS... 1D Uw ot .W..i.eteDce, INCh all-ce tor .W..i.eteDce \o 
be pqable tor all tt.e,..,.. are 1D e traftl ata1ale .,... 'IIIUl. ce 
dlltir 1D ~. D. c. 

'10111" "'Bp""•tioD, tnz>eportat.ioa, IID4 .W..i.eteDce 
GI"DSeS will be }*14 h'ca U.. 'Czehpnp 8tab11.1at.iao Plmd. 

A 00!'7 ot tbi.e tftftl e..U.O..i.eetioD aboal4 ~ 
• cb TOIICba' •lr!"l C11a1a tor a:a:-eee 1Dcrurrecl ~. 

Dr, Wiat1.eld W. 21etlAr, 
Pr>1D...tco, 
.... lel'Mir• 

~0 
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TREASURY DEPARTMENT 

WASHINGTON 

Sir1 

You u. herebT appointed a Special beistant end 
Colleul tiDe bpert to the Secrete.l')' or the Tree.Nr7 with re­
spect to a&ttera pertaiA1ng to uatiooaJ. benlta, with heed­
qurtera at St. Louie, lll.aaoar1. l'or such .. rrlcea aa ;you ~ 
perfora ctariDc the period ot ;your eppoin~t. 11hich la not to 
exteo4 be ;roD~ J~.~~>.e 30, 1940, ;you will be pa14 the au:a ot tJ. .oo. 

lD oomtectlOD with ;your eaplo,..eot aa a Special 
Aaalat&At end CoiUNlti.Dg Expert, ;you are hereby authorised to 
Mke sucb V.Tel bet..., ;your poat ot duty at St. Lou.ia, 111asOIU'1 
aDd laahln&ton, D. c., aDd bet- &D7 other point• in the conti­
netal 1JD1t.d states aa ~be necesaary for the purpose or con­
ductinc otflcial bwlineas tor thla Departaent. 

In vlr1ng the abov........mtioned tra'l'al, the Gonrnment 
will pay ;rour actual traneportation upenaea and will &lao pay 
;your actual .W..1etence u:penaea tor all time ;you are in a travel 
atat.wo or lihUe 011 duty 1n 'llaahlncton, D. C. Your CO!IP&D8&tion, 
traneportation aDd .W..iatence upenaea will be pa14 trooa •Sala­
riea aDd l':l:peaJtea, llatiooaJ. Bank Exam1nera , eo.ptrollar or the 
eurr..cyo. 

A copy ot thla traTel author1s&t1011 -"ould acc<lDpany 
each vOII.Char •lr1ng c:la1a tor expenaea lnCWTed theNIIIDder. 

Very ~ ;roura, 

Ron. 'faa 1. Sld.th, 
ottioe ot the Secretary ot the Tree.Nr7 • 
W.eb'"ltoD, D. c. 

'l1 --
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ADOM 80 IIIIC.~ V T O 
CW THC C U .. A ilHc:V ... 

Mr. '1'oa J[ . a.i th 

TREASURY D EPARTMENT 

COMPTROLLER OF THE CURRENCY 

WASHINGTON 

S.pteoober l' 19:39 

Spec1e.l Adrt•or to the Secret&r7 
T:r•8UZ7 l)epartaeDt 
llae~, D. c. 

Dear llr. s.1 th ' 

l ou u. berebJ authoricecl &Del clireetacl. clur1Dc 
the t1ecal y..:r 1940 or azq portion ~t, to pertor. 
ot f 1c1e.l tranl., 1Dc1ud1DC tranl b7 air l1JIN om., 1D 
yauz op1D1oo, tbe 1Dter.•t.. ot tbe eerrtce ci-Dcl it. 
Such air tra ... 1 1e berebJ appro-..cl &Del •c!e<n,.trat1-..ly 
clet.er.1Md to be a n.ceeeity tor the uped<ent &Del propc' 
coocluct ot ott1c1e.l bue1Deee. 

Re1abur.-t t or all tranl &Del eube1• taoe 
ezpeneee whlle OD ott1c1e.l bua1De .. wUl. be ...te oo u 
ac tual eacpenee lash &Del ~Dt ot - troa •Sal.ari .. 
&Del ~·•• lat10D&l BIDk ba•<nere Spec1e.l Plmll•, 1a 
herebJ autbori...S. 
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THE. S ECAtT AAV 0 ,. ri-U: TA £ASUAV 

WA . HINOTON 

Septembar l , 1939 

Sir1 

TOll an hereb)- appo1Dted a Special. Auiatant aDd 

C011eult1Dg kpert. tc tba S.oret&r)< ot the Tr ... 1117 with bMd­

quartere at Pr1Dc.t<lll, In ~~. J'or eucb eez'Yi.cae u 7<:111 
111117 parl'or. dariq the peri.Dd ot 70t:Jr appo1Dtllllllt 1 11111ob 1a 
Dot t o cxteod tlo!Jcal J'lllla 30, 1940, 7<:111 will be paid t.be .,. 

ot 11 .00. 

In COIIIIacti.oll with 7our gpl~t ae a Spacial. 
uaiatant aDd c....ult1Dg kpert., JOU are barab)- auU.Oriaad tc 
.aka auch t.ra'ftl bet•- 7<Nr poet ot dut;y at Pr1Dcatoc, In 
J ce01if , and 11aah1Dgtoc, D. c., aDd betwec aZJ;T otMr po1Dte 1D 

tbe c ontiDeDta.L tJDJ.ted stat.. u 111117 be 11aceMU7 tor t.be pu:r­

poea ot ccaluct1Dg ott1ol.al. bwi1Daae tor tbia Daperbant. 

In wHn& the abo'ft t1.01led t.ra'ftl, the OonrDIMDt 

will pa.:r 7<Nr trauportati.oll ~ .. aDd allOII 701l 17 ,()() per 
diea 1D liau ot .ulleiat81lca, INCh alloor&Dca tor euba1a~c• tc 
be pa;rable tor all t!.a 7ou an 1D a t.ra-ra.J. etatua or 11111le 011 

dutJ 1D WubiDCt<>D, D. C, 

tour OOIII*'Mti<lll, tren8portat10111 aDd eubaiat.as>ca 

upoa.aM rill be paid rr<. t.ha l:xd>anl" StabU1eat101l J'und, 

.l OOPT ot thia t.ra'ftl avthorieati.Oil ebould ac~ 

each ~oucha' -.k1Dg claa tor IIXI*'••• incurred thare\lllder. 

a .... Waltar w. st..n., 
Princatca, 
lnlarwr. 

fiiZ'J trul7 7oure, 

Regraded Unclassified



PAP 

Stcrtto.r~ of Sto.tt 

Washington 

281, Stpttmbt r 1 , noon, 

GRAY 

RIO D£ JANEIRO 

Dnted Scpttmbt r 1 , 19S9 

R£c ' d 11:30 o. , m, 

1bt bo.nk or B=z11 hlls just dtolo. rcd o. bank hollda:r 

tor todo.y, so.turdo.y and Mondo.y, All bcnks o.rt now 

cloatd, 

CAFFERY 

DDM 
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Conoor..Uoa '-'- llr. lp...al of tiM J'~ ....... la ... Toft ..a 
'OM• le-~ llaMtl ..& al• llr, D. '1, llell • 

llelll m\ -'-'M ..,., \he dtaa\lu lo. 

11 Oel .. alo ... ._,tiM-· Otfort- ao\ .. l\• • IIMv 
a\- bov. Ja ..SUUoa to al..ai .. w\ 4M1on .. !~aft 
~ t)6 aUlloao a \o\al of N6 allllMo ~ ..._ 
ott 5/ l'o hM laa\ allll\ 'o oloMI ~ M\oo 1/'1 ..._. 

ao\oo 1 / 1 ott ..a .. - oUll p\\l .. ottm ... , "'* 
oUU ott••- ,_ -.11 'IIMQ, -.11 lao\1\U\loao ..a 
l114hi4uah - ao 'llll Nlll .. \ha\ w uo ........ 

I olli ..,_\Moo-..... 4rto4.., -. bolna't \htt'f 

11 Dlalahbe4 a U\\lo, !'hl* ,.. .,.. p\\t .. a 1U\lo \lito 

att ... a••· 
llell1 J'NpeN4 to u., 1"' -, on\letm ,._''*- ... Ten ....... , 

t 
11 lo, .. ~~a .... '' w. 'lo lwro Mo - • p\ la \o.C 

wl \II lila u4 \ol4 bta \!Ia\ ,.. -. \be 01117 ._,.ro la \b. 

-'-'• 
Iolli •"Meet .. oa \llh tlaoaot .. - to J'OU \Ill* \lla\ ,. ....,, 

\o .,. .. \ba\ ~. wlll ........ "-' .. - .. ,.. 
\be\ walt o11prooo \b. _, .... , la \bo autl:o\t 

I I t ... ..a l\ '11t1114 al- ... -\11- ,. .. , .......... u.ro 
.......... - ... -.. ,.. -.16 .... '""' ..u ... 
\Ill ............... , \llq ..u ...... \o 4o ....... , .. .... 

loUt !ba\ .._,, _ _.~ 10 tv \b. DooeW •too. 

It ..,laMeS ... 

loUt lo;opooo _.. th end .. h .. ..,.,., '-' Dooew •to lo 
,., ott •U1 'hut., 

II t ,_,, ** \bon h .., 11004 to pa\ \bat on - 1o\ \11m 
...S\ •ttl 7ft baft tlaal'l.r bol4o4 oa \be o\ber "Mton,.. 

.. -* ... 
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.,...,,,..,.tllOII 'betwe~~ llr. Oordoft ...,hobler of the llattoftel Cl\:r lank 111 'lew Tori< 

lhnee . 'Nlae 10122 . 

.. 

I jUot _,te4 t o olleol< with :rou Md eee ...,,.t ""'" .,IJII: Oft , 1t on:rtlll"lt• 

.Ul the ""rlceh e o., t o 1>8 In r.ood ahape. 

I t hlnl< thq &re do lftl': ' p<trfectl:r r.ocd job. I lnnl;lne ,.11 t h..,. .,.... 

de Is ret,..~t 1n ol'der l:r fsoll1...,. 't'be cxmnt ry M.• ., t d"" -

It 1t " lonr. Yeek-eftd, !etYOen !\Ow 1\nd '!'neo~:r no?T~W, t l>er rlll """'• 

" clw\oo to think. llo p lcl<e4 u:> onlv " n11lt~n l!ollAro ..,rth or 

thlnr,o ,...terd&:r. 't'bo J'ec!ltnl) to dolnl" a prett:r l\l>od Job. 'l'hetr 
bldo II,">J))Irently ,.,.. In all alonr the l lno, ao there h r00\117 1\0 roe.­

oon tor ue t o try t o rav.>l:r &n7 ~nr po,.r ..,., It ts In th•t sh!Qe . 

1hole thtnr: lft prott:r o!'<!erl;or f•ollton ~• t -.r ,.. t ho ec.,.,m. ... ont Is eon­
ee?T~od, - Thoro to a r.J'e:>t da.'\l of lncyinr: ;>owr ,..,.ll,.blo """" 

t hsse oorpomtes r.et t o where p eople t hl.W they are rlr,M . It,.., 

e3D p t to " retmn t h'\t loolca 111:.. It 1o r,ool\ , "" b:l .. o rot " couple 

o! t'lmdo In a peolttoft to spend non s:r - lndl .. ldu&lt """ ore look­

tnt: ! or OOrpD!'fttet. 't'ho7 Yl ll Ulo tho\t """"" tn W 1 eorpore.teo U 
thq .....,.,. att raotlft. Tou • • •· t he lont:-t lae telephone }b ,.ter-

4&7 brolc. par. 't'b&t to 1 pc l..,to ott. 'l'hree ond a qu.utor tel!ll>IIIMle 

the 0ofti"!!Mnh on & 21i2 'bolslo """ w1th t "" ln..,lnd 11 1\t\!'ftctl.,.,. 
rhere were oo3 pretty wide O)lon brel\lca )'lllhrdl\:r. J uot f or ;orour oelt 

until It conn out In the c ity, •• ~tot the Co!'lpt rollor hero \01\o 111\s 

t oao """., In the olnklnr, fUnd, &nd I think It II '"""t t or llln t o 
lf*'d a few doll"" &I he eoeo elonr.. Clt ;or looue~ tmdor pl\r t:l'"" 
hl01 a ltJ'fl!\t "''J))rlunlt:r. Dro;>pe4 t'l'oa 9~ to 91. 't'b:>t to jUot a 

'bar~n tor bin , but I t hink that the "'" t of tho nunlolpal ""'rket , 
there h not oYer a'btlut ,20,000 , 000 k lokln« ~round In wee'<-endo . 

.lt th1t0e prices It lbolca t o "l& like lt It not out ot 111\nd 1111d It h 

not bad and I t out;ht not to 'be t ooled with. 

l think the Ooftmlllllt ••rlcet ~t t o be .. uowed t o ~et do"" t o 
........ It - ·t 'be .. ttr&otln to ewltcb out ot the ao ... rnnonto Into 

the oorpe,.,.ha. 

Exaot17 rlD~t . It thoul4 be allowd t o take Ito own te .. ol, 

!hMk 10Uo Qordon, .,..r 1 0 IIUOh . RIII'P'T pro'bftbl7 110n ' t ~~tt back be­

t ore llond&7. 

' " don • t . ... afl:rthl nr, el .. hero. or course, our "" .... f ron the other 

olde h juAt un'bell ...... ble. l don ' t mo .. """' t hla 'lllole thlnr, l• about • 
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.. - ,_, • ..,.. eszd' .... ••=»' tr aloo. a.. la Mt•tr 

........... ..,.. ....... , .... , 1• .... u ................ . 
loW7 .._ ,.... ._ or .... , ~\ala- •U. to ... a._, 
Mw· le .... -.l'llll'- \o ~ .... lw I' liMII'' _.. a ... 11'• 
1 •• ,,... t-. PI •• .. ,.._, lf .. _,. wlll atop ~W~att.c , .... 
te still I t r M ... '"' '"'" •. ""'' smh 'ID tr··· 
7llo ntt1aP' • ..,... aMol"-11' tt .. '"la ... u.. ~Ill'\ lll&la\o 
..,.U.tac. tt _.,."lac - "'I let • an . 

.AU HeM, 1 wl 11. 
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-~~~~~· !I) fll nloll& 

..... .-a•ts. llet- llr, .. ~! ~ ... _ llalt .t Ww ~ •r. D. W, leU, 
~. .... tiM 1D&U .. 1011,. 

lela lila• .. .... - ,_, _. ......... , ,,. .u.u ..... 

fe ara p\ttllc ... ,....._ a.llaallia« f1ota aU.,_. U.. _,,.., Wl 

110 bS. leta ...S. Sa, J. -'-'" llelow lee\ a 14M '• - 1!akSac 
pf'Mtleall7 6Nfltlllac \be\ lA ofteft4 ......... W lla'N Ga\7 ... allft\ 
16,000,000 ao tar. 

'ftle7- -~a~r floOII nt of'-' 

TM, tllq aft -ll>c trOll ...U ..._ .... ,.,.., - of the "P'- '-t'b, 
.-4 out ot '- ,._._ Sa <rVl- puta of tllil _,1'7, 111114 a..U lJIII-. 
.... ...,_t., a- _.._,. of '-tlol . 

'-7 ~ ~ ..., To'l'lt lubl 

l o, "'_..baa'\~,..,, •• ara pno\t.oal\7 \'be oa1T ,.,...., t llaw 
Clll\7 taUot4 .. \'be ea'l'ltlat, t ~a .... •t tal'bcl w ..:, of tllil .a llll4 l 
cloll 't \lllak 'lllllla& 11114 ....., , •• ,. la .. , thaaa m-. ,.., l tllllllr: 
tllq '1101114 114 lf pPl- eltpp.l oft . 

Doll'\ ... llJI1\Illa& •M'IIAl la \llil Ml'b\e • 

la'l'ltet ..,, ...S. at .. '"fMt. So far waN able to taD •••• 
-lac at .... a4 a.., .,...,., 

1o f•teP - .u. ,.,. Saollae4 to bo14 "' t'be .. p l'lMet 

TM, w are lllels..l .. llil14 at tllM• p~ lt -

._, -u. l\ lla'N .. a. lt ~ ellp oM 

J tlllak \be\ le all 1'l41!"o 

Yol- set tea -...,., allp ,._ _,'ber ......... lolt .rl\11 \IliA 'fOt.B w 
.... bolf.Sac ·~· l rill a.., ,.,. poet .. lt l "" •)'tllla& epoelal. 
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.................. _...., _., ,... \e tub* , .. ~ ... ~. .AUt 

·- •"'- ...... , ............ _,_ , , ,_ --ti~Mt .... 
1llaft -~ ,_ 1\ete ....,, • -- a WliSI'II'It "PIT• .. lf!U 
.-a tlla it'W.- ..a W JR\e h ,.._. .. t\, I lflll ,_..a FliT 
\t ... ._' "•telT· • wtU ..... t\ at J'IIIV ~ m,.,. ... 

---,_ lta\e -· ate - -- to laon .. , to .... ,.. , .. 
.... ttt. A ,., ..,., asa ••lt taU \'bt7 -•t .....-r ,... \e lat1 .... ... ,.., .... 
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,. ...... 1, 1,. 

Belle, lola . Oenel -..rtaoa eau ... • ,..~ -' to14 • -!\'-
,.. fo...& eo1~ fer pap01• - en&,_., \o wa . .... , .. u.w.r1:r 
tiM r.& - --' wt\11 ....,..uou of \'he .. ,. r\ 'looM ..,...,, llo 
u t4 \bq ba4 110 ta\eUoa of 4otac _,.,.Ill« \!Ia\ -'A ta •:r ~ ••w 
t b• p~ of \lie so. t _...,.,.4(l) 1M 1..e ta ., .. bill«'• \ole:r ..a t 
......Ut-, 7ft.-~· .,...., \ 0 liSa, .. , ,. eoaft.. "'"' "'- .... ~ ta 
.... u 1IIC. 

Be wtll .. ""'" \o - opea •"'-' _ ..... _,lac - \1M llllft4 ....... 
111:r .,,,, l -'-' toll Ma to ..U ,..,... -.., ...., be _, Toll ,.,Ill« to lie ... , 

1 ortC1Jial aza4 2 oar'bo• ..a.. 

.. 
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-·-,··~~-~- ....... ....-·-. lille:ll1 ........... ~ ......... . 
ioft1rwl1' llu'PS... \.u.t ,_ ~ .... at ~ .. .... .......... ..... 101, 

10131· 

It 1 .... lDat tide Ilia t '-4 _,... Ia ........... '7 W' 1 

th4lr an t~ t..S. tllillc at ,_ a .U. a ..-.. • 

.. jut a t 1 t tiM ~ate. .. r:tenl it - thlr\J 11 I -~· • clU 

...au. lt _, .. .,. thl1't,..._. lf it .... too ~. 

• _, 11a .. !Ml4 lt a ltttt. (f) tee 1oq M l\ _ _.. 

...... I,CioO,OOO .... tM '-H M4 7) - Ule _.... II'• r • I ·-- .... ,..t .,., ... ~date~ .... 
IIMol7 -· t t .. t tllat t!M thla4f to ao Ia to .. alert ... let l\ ..... 
• unt.. 

11e ,.,. tlltak • ....,., to ......,. l\ •"* ,,_ a thlrts ., u a rltiiiJ\ _, 

- t _,, .. •• lt tllil'~ -

!p!ftl ~~ haw to - '-* .a 11t - 8PPrnal __..,. tiM he re­
"""' the ..... ""'' t -• " to .. •- '!IF tllln,...._.,. tllciQ&tl, 

or1c1Dal aa4 2 oat'bolle •ta • 

-
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Sp....-1, ~ftl ... _ liNt of .... Tol'lc, an4 llr, "-•• 
, .. , .... Jell. 

otterln~ ..,. p l"ldac up, .Ul .,. l'e,. ' """ liOY , we toolt out tlle bale" 
M4 u loob .. lt tlla\ Ylll lnwlft •\out ,r>,ooo,ooo. ..,., we haft 
bou«<\t " lolllf \be 'ooaM &ll4 Oft1' tba ocrunt.,. la Motllar 20 ,000,000 10 t&P, 
aak!J\1! a \o\&1 of 70,000,000. Tol-• all ott, plolctq "P• !!Ia 110rA w 
r,et r,..,.. tile looab 1e tile)' &re t\1.1141>11! '-•4 lt prloee «0 4o• \'be \lj! 
'bt.nb n&l" \e re&47 to atep 1ft, bllt Mt Wbllo tba -"'-''• bol4 ~· I 
thlnl: .. wlll llaft t o \ei!!J\ feollftt: ClUJ' ..,- ao,., t o \ej!lJ\ look!J\t; """" 
,. wlll 110t 1000 ll&t'aftl ~"'· Oo "' lt ,..,. t lo'lflT. 

ft callo4 llurl801l, ..a bo Rofli'HO . I •«-rotoo4 .,.,. Uop;>e4 a\n.t cme 
tMrt:r•tMOfl4 . 

t tb!J\k we are 10lllc \o be" \o 4rop 110r1 tlwl & tblr\7'4000!111 '-• • 
tbo:r &re 110\ reall:r -Sa« prl-., """ t U.lak ,.. baA 'lle\tor aro, a _.,ta .. . 

Oaor~ a.nlaon t ol4 ,. tlla\ bo ...,ula llka to b&" 1\ p &o• ~ t hlrt,.. 
aaoona., bllt t 8'1"' ln t blt oatt - lla t&l4 ,.,. baa authoJ"U:r to 
""' M 4 not t o 'lie call!J\1! bl:a to ftftlct " "'*'«0 ln t he prloa . 

It lt rl&ftt 7"U llaft ,a 70'1 took o..,. .. ho• 4eelart an4 20,000,000 owr 
tlla ooantor, Wbloh ol•n lt v;> OOIIl n« ln 1\t wl,..T 

The •'Ill- b 'bec!J\nlnl; to p l ok "ll• 

Tcro. U.lnk t'be 'bll! 'banka Ylll eo"e lJ\ l f t lla nota ll l ei'\ if t lla prloa 
r.ett " little lo...,.T 

I ~ with \bat. 

ot oour. •• 

or i«lnal all4 2 ear'bcaa • 
~a.. 

\ 

-
·' 
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FOR II.IIED lATE RELEASE 
Fr14&y, September 1, 19~9 

Preao Service 
Nco 18-69 

}.Otinr; Secretary !!&Dee todey iosue4 tho 1'oll0'11'1tl& ot&t.,..enl:s 

We will 110t borrow o:n;y new money at thh timll . Secretary llorr;onthau•e 

policy ot aeintal.nint; eubatanti&l oaah b&l&nou &t &11 times makes =­
neeouary """! o&oh t'in.ancins nmro 'l'he quootion of re~nr; 1n &4V11llee 

t ho 1 3/8~ notes ""'turing Deoeaber 16 will not be ooneidered final)¥ 

until next TUesday or Vledneoda¥• 
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!:2 
September 1, 1939. 

KEKOrwtDIJX 

TO: Aoting Secretarr Hane1 

FROJ.!: Hr. Sob war r. @ 
SUBJEC'l' : President 1 a Preas Ocnterence, J'riday, September l , 10:30 a.m. 

WAR- In reply to the direct question 1Can we stay out?•, 
President Roosevelt said today, 1 I not only aincerely hope ao but 
I believe we oan and that every ettort v1ll be made by the A4min1a­
traticn eo to do. 1 At the request ot the correapondenta, he laid 
they might quote him directly. 

'l'he President announced the resignation ot Hugh Wilson aa 
Ambassador to Geraany, aa1d that the reeignation had been accepted 
and that Vilaon had been •e1J:med to special duty 1n the State De­
partment. He said he couldnlt answer a question aa to whether he 
had anyone in mind to till Vilaon•s place and pa1aed over a quest ion 
as 11> the nature ot Vileon •• new duties. 

DOMESTIC- Ae to local questions such as poeeible speci al session 
ot Congress and application ot neutrality legislation, the Proaident 
said disouaaion ct these au1t await development• en the other aide 
today and tomorrow, that happenings overeeaa would be important 
ractcra 1n cone1dering American angle. Aelted whether he would con­
vene Congress, he said he did not ltnow when Congress would meet 
but that it would be sometime between nov and Januarr 2nd. Aslted 
1! any changes in the Bloom Neutrality Bill are contemplated, the 
President said that he had heard ot nothing along that line in the 
last twenty-tour hours. With respect to hie meeting this morning 
with Secretary Hull, the President answered that they had etudied 
the usual batch ot diepatcbee but that nov the7 were coming in 
every t1ve a1nutee instead ot ever7 ten m1nutea. 

PRESS - The President aslted the tull cooperation ot the Prase 
throughout the country in •eticlting ae cloeel7 aa poeeible 1 to tact1, 
which he said ~uld be in the beat intereat1 ot our ovn nation and 
c1v1lhation. He said he hoped that there won't be unaubstantiated 
rumors sent out trom here or elaevhere. He reminded the oorreeponde~ 
that it ia a e1mple thi.ng to checlt v1th the State Department or 
White Houee. Be obJected to a reported •general order tor all United 
States merchantmen to return to their home porta. • Be eaid that he 
hoped American reporting would aticlt to the tacta because i n the 
long run the people get the tach anyway and that he bel1nea atrong­
ly in the coamon eenee ot the American people. 

.. 
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1M -- ... '""--" ..... ,.,. ,,5)1 .... .. 
}5.95} ~· ef tM1 aU. .. W Mbt ..,. bel '­
cnaW ,... .. ,. te ..._ ,,ooo ~.. r • ~ 
\!>&\ \lie _, .U ... ll a -'•~ ...... ._ ...-, 
for a u.- .,..t na te ••-""-••· Oa IMr to- '"' 
te ' ' 1 lhe 118e&IIO '- ,_-.. te Mftl., 21,, Dete • 
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FEDERAL RESERVE BANK 

OF NEW YORK 

ll(o) 

56 

CE CORRESPON DEN CE 

001nDiftiAL nr.u _ 
DATE 8ept-bft' 1, 111118o 

SUBJECT' , .... 801& COIY&RaA1'IOI 111ft 

BAn or MOL&IO, , __ -=:..--"-'- lll= oko 

I callecl Ill'. Boltoa at 10 o•olooll t hh .om1Da to en h1a 

to the cold -snc 1n oa tho <;u- ••17• I nplaiaod 

t he tnrulh ot cold oYer t ho wooltmd waa on auch a aoalo that •• 

t o malice preparatioal baton "-ad, t he Quem • • .,., Bolton aa141 

be d1Yel'tecl m l'OIIte bvt wnm me ••• 1a •• ware to aell t he 

U kniae t ho e12,ooo,ooo oa the •••ria. 
l u ltecl llhothu he had roeo1n4 ovr t hroe oabloa ot hat 

ancl 1t appeared thl'.t tht!F had all aatelT cott., there. tht~r 

ad made arrant;•mts, Bolton ooati nuod, bJ' 'IIliich their cabl .. ooulcl 

out in oode and tbt!F 11kew11e 001114 roeo1Ye oablea in coda. I 

""'u""acl h1aa t hot • • had obtaiDod auuranoe troa Weatorn Onion here 

they woul d aoeopt our aablea t o t h e Benk ot !!Deland 1n cocSe aho. 

Boltoa roterrod to a oallle he bad act ua tod&J to aue a 

ot t oo,ooo to t ho Br1t1 ab Coaaerc1al Couaaellor 1D Walhtncton 

hac! hie aocouat at llia• l atlonal Blftk. Could I be .ura t hat the 

eat • as a ade tod&Jf I aalt ocl h1• to ci·n =• t he n-ber and t he 

180 tor the auaber and 118 tor t ho ton. 

&he •• t he a u o ot t he Br1t1 ah eo..oro1al Collllaallor 

and I hne alaee a altod Loahhead 1D l'uhlnetoa to ti'J' 

aheok up Wl\fther thi a paJ~~mt waa 1D oi'Clu.) I told aouon I 

do the ben I could 1n tho a auor. 

I Ultod hia to plene ananc• to 1&& •• baYO aatoaaUcallT 

copha ot all pubUihecl d-a u4 tanruo\1oea 011 toroip exOh•c• 
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F EDERAL REBIRVE BANK 

OF N &W YORK 
s~~ 

E CORRESPON D ENCE 

DJIII!UL riLU 

L, w.._ Dlolce 

• 

DAn~enaber l._lj118, 

SUBJeCT: ~ILIPKOII OOIYBISA!IOI ma 
BAKlt OF DOL .AI 0 

dtal tncs, eeour1t1ea1 etc, We were frequently alked t or detai l• and 

it ditfioult to auawer INab qu .. tiona. Bolton prolllised t hat 

I ill!ol'IDed h111 ot the tol'!llation here ot a torei&n exchqe 

ttaa similar to thet ill London end ot ita purpoae. 

I aeked whether I oould benlc oa reachiBI h1• oa the telephone 

I thoucht 1t neceuU7 and be replied t hat I could cet tbroucb 

110uld t illd it aapler 1! I aalced tor hill, Bawtcer, ~on& or 81ep~~an 

In that oal8 there .,uld be no ditticalty, Be reterred to 

Cabinet aeetinc now on, the ~UB~oninc of Parlhmant tor e ot oloolr 

rac111t n111ta ill Polend but had nothilll that had not 

the ticlcar, I illqllired whether he could tell ae anrtbinc 

s to 'llbat tba preaent atatua waa or salta b7 B1'1t1ahara or Aael'ican 

Bolton replied that t hera waa nothilla he could •IT• So 

t hq had peraitted about $1.1000 1000. I alked 'lllether t hel8 

aactiona were 111cel:r to be oa a laiS• acale and be replied •o•. 
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OJ 

Storttory of State , 

.. uahqton. 

993 1 P1rst. 

PU.I. 
BERLl. 
Doted September 1, 1959 

Rro 1d 2120 P•ID • 

Inquiry at th£ P.cioh.l!lbo.nk clioitcd th£ informat!on 

that thE GErman stock -rkcta wrE oprn as usun! todoy 

without r Estriction. It woa atottd thnt no rEstrictions 

or ony kind .ort in foro£ in thE fiEld of bonking. Rrprot 

t o Trto.suryo 

ICIRK 

DDII 

Regraded Unclassified



PAHUL P~ or m..-•x DalftD 

ftOJII Mel'iOD DlbUI71 Ber11Ja, 0.~ 

DAHl 8epteaber 1, 1939, 8 p,a, 

10.1 998 

AoooN.lng to good autbori t7 there hal been no :l'llD on 

German eaTing• banlta . ~ pre11nt l'atl of w1 thd:l'awal 11 

stated to be leu than dll:l'ing 8eptnber 1938 when w1 tb.­

d:I'&Ya1a exceeded depoaita 1A aartnge bank• b7 l&e alll1on 

marke. 

One point of partiou1ar intereet ie that the main vith­

d:l'awale troa eartnge accounts ware in the vaetem part of 

O.!'II&Jl7. 'l'bere vu not auoh oal1 on the eartnga banke 1n 

Berlin and oent:l'al 0.1'a&Jl7, and 1t 11 reported that depoeitl 

exceed w1 thd:l'avala in Eaet P:l'llu1a. .looor41ng to report. 

reaohlng ua, 1nd1T141lal eaT1.nga b&Dka haTe taken about 

3~,000,000 IU.l1ta troa their balano11 which the7 0&:1':1'7 With 

the p:I'Ortno1.al eaTingl bank o11&:1'1ng 1nat1tut1ou (whi.oh 

uellall7 total about folll" b1111on aaru) not beO&Ille th1e 

f18ll:l'l repr11ente the net w1 thd:l'aval.e, but eo that the banke 

Will b e 1.n a poe1Uon to take care of a :l'llD of that e1se 

1n oue 1 t ahou1d take p1aoe. The local bank• haTe been 

1Dto:l'al4 b7 the aartnga bank oent:l'al organ1r.at1on of l"'­

atr1ot1TI aeaall:l'ea which are to be ~p11e4 1n oue of 41Ta1op­

aent of a audden :1'\lD of p&D1o a1ee; 

n:u. 

an &m'fiOMS on .AlfJ) '1'10. 
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PAP 

Stcrttr~t·/ of statE 

Washington 

RUSH 

PLAD . 

BERLIN 

Dnttd Scptcmbtr 1 , 1939 

Rtc ' d 4:50p.m. 

998, SEptEmbEr 1 , 10 p .m. (S£CTIO!l ~£) 

~ilt no forMnl mtasurts of moratori~m cfftct hnvt ytt 

bttn applitd on c0mmErcial bank dcposits , well i nformEd 

bankErs ttll mt that thErt has bEEn o. tcndtncy on tht part 

ot oommtrcio.l and industri al firms to withdraw tllnds in 

ordEr not to bt "caught short" s~ould a mora torium be 

dtcrEEd . ThE banks , I am i nformtd'; hD.vE so far mEt this s itu­

ation succEssfully mErely by "ptrsundng" thEir cliEnts to 

limit their wi thdrawals to "normo.l" amounts • 

. at thtrt ho.s bEEn a conaidcrablt incrcast in currency 

circulation as would be ExpEcted in viEw of thE 1nttnsifitd 

mobili zation mEasurEs i s i nd i catEd by thE tact that 1n somt 

placta 5 mark notcs of thE 1926 rEntcnmark issuEs art rt ­

appcaring in c irculation aftEr a.n abstnct of sEvtra l ycars 

during which only s ilvtr has bttn ustd for this denominati on. 

REPEAT TO TREASURX AS NUiolllER 58 FROM HE.ATB . 

KIRK 

ALC 

Regraded Unclassified



AC 

SecrEtary of State 

Washington 

1367, Scpt£mbcr 1, midnight . 

STRICTLY COI< iDENTIAL. 

PLAIN 

London 

Da t td SEpt £mb tr 1, 19:39 

Rco 1d 7 p .m. 

58 

FOR TI.E ACTING SECRETARY 01> TRE TREASURY FROll BUTTERWORTH. 

1. Parliament is tonight passing a bill respEcting the ex­

change equalization account the substant ive provisions of 

which in to increase its capital to an unlimited amount 

and widEn its powers ; and a bill authorizing borrowing 

or LSOO , OOO, OOO at not mort than 5~ . 

2 . The British Treasury statts that it is prEparing 

t o issue a number of financial regulations ond Treasury 

orders including those war r.te:>.ourts which I dispatched 

to Washington last Uarch, Thes e will bE in Effect before 

war is declared during the weekend and consequently the 

Treasury hopEs and anticipatEs that the banks will bE ablE 

to open and carry on on Monday but therE is still some d1s ­

ousoi on taking pl acE between the British Treasury and the 

Bank of Engl a nd ns to whether a moratorium for Monday may 

not be necessary, Discussions nrc also stil l taking place 

as to what the rotc for sterli ng will be whEn thE officia l 

EXChangE 
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- 2 - #1367, Stptcnbrr 1 , midnight , from London 

rxchangt controls com£ into optr nt1on. 

(END SECTION ONE) . 

KENNEDY 

RTM 

Regraded Unclassified



AC 

Sccretary of StatE 

Washington 

GRAY 

London 

DatEd SEptEmbEr 1, 1939 

Rtc ' d 7 :07 p.m. 

1367 , SEpt£mbEr 1. (SECTION TWO) . 

Thrte . I am informEd in tht strictest confidEnce 

that one of thE ·J.'rEasury orders whi.ch will affect the 

transfEr from London of forEign balances ownEd by non­

rcsidtnts will bE so framed as to d incriminatE in favor 

of Amtr1cans , that is, if AmErican ownErs of balancEs 

tn England apply through thEir bank to havE thEse trans­

rtrrEd in dollars, the Bank of England w111, a t lEast 

for t l-.. timE bEi ng , author i ze such transfErs , I n cast 

of FrancE , French citizEns with London balanc cs will also 

be givEn thE option of kEtping then hcrt or t ransferring 

them into francs at the official ratt . As rcgards othtr 

oountrits, although tht order will be the samE, namEly 

60 

that appli cation bt madt to tht Bank of England, tht 

practic E will bE to "wait and stt". In discussing this 

with thE British Treasury they emphasizEd particularly thE 

confidEntial charactEr of this information and tbc fact 

that if it got out that AmEricans wert being unduly favorEd 

they would be placEd in an awlMard position. 
Four 
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- 2 - #1367, SEptembEr 1 , (SECTION T\YO) f r om London 

Four . As prEviously rtportEd thE Treasury at tht 

momrnt plans to attElllpt to stay 1n London. It has altEr­

natE plana tor moving tls£WhtrE , thE dEstination of wh1oh 

is still bt1ng kEpt a sEcrtt EVEn trom 1ts highEst oft1-

Clinls . 

If and whtn tht movE oomts I shall advisE you. 

(END OF MESSAGE). 

KENNEDY 

PEO 

Regraded Unclassified



REB GRAY 

Paris 

c, I A 

Dated SEpt~bEr 1, 1939 

Rto'd 5 :22 P• m. 

Secretary of Stilt£ , 

Wtlshington. 

1712, September 1, 7 P• m. (SECTION ONE) 

FOR Tf'E TREAS<'RY. 

Tnt Bourse opened as uaUD.l but w1 t h tt£ n1:11s thnt 

grnerc.l mo'b111:...>ti •:>n r_ad bttn ordzred traa1n'1: pr nct1Gally 

came to c. stondst111. SEour1 t 1ea showed •1zcablc lo~scs 

but not as much ns might hnve 'bEEn EXPECtEd . REntES WErE 

down two franca on the average . Wt undr.rstand thnt th£ 

Bourse is in a vcry sound tEchnical posi t ion and i s 

prEtt y wEll liquidated with short intErESt Qmount1ng to 

but ~ .. 0 , 000, 000 f'rc.ncs llnd the long po31tion totaling 

arounl1 7oo, ooo, ooo f'raoos . Yntcrdny ' s fortni.;;htly 

liquidation passed off ve r y easi ly. Moat of the cxohllng£ 

trading ptrsonncl under tbc age of 48 hnv£ beEn mobilized 

and at the Bourse's next normal openi ng on V.onday there will 

be few f amiliar faces present . 

BULLITT 

CSB 

-

Regraded Unclassified



P.&Jl'fUL P.AIIAPBJWIII OP 80'1'IOI !110, 
mwa•v 110. 1'712, IDW*'8 1, 1818, 
JftOIII .AIOIBI <WI JMBA IUIY, P~ 8, l'lWICIK. 

Qll.otaUona thia attel'IIOOn are purel7 noainal 

with Milk• quouns tbe dollar between .U.I50 and •2 

and tbe pound (sterling) at 171!.715. There va• 

ao .. 1noraaae 1n ourreno;r dlll&llda thia afternoon 

but not on a aer1oua aoale. 

We were 1ntorsed b;r Rl&ett that the tund h..s 

a good 487. The t1nano1al a1tuat1on 1a quite aat1•­

taowr:r h'oa the teohn1oal po1nt ot 't'1ev. Poa1Uftl;r 

~ reatr1ot1Ye aeaaurea are under oonteaplat1on tor 

the preaent. 

BULLIH 

U.tX8 

-
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l W 

StorE tAry of State 

washington 

GailY 

Pur1e 

Dated September l , 1~9 

REO 1 d 5 : 20 p . m. 

1712, SEptEmbEr l , 7 p . m. (SECTION THREE) 

S.. dEcrEE publlsbEd in tbc JOti\HAL OFFICIAL of 

today authorizEs the lolinister of FinancE "to convc:rt 

Treasury loons ~ssued in forEisn rarkEts into loons or 

i eaucs E>.prt:ssEd in Frtnoh tranos" . It 1a undErstood 

thot this proposEd opEration rtlatta to tht Trtasury 

i oauu mad£ last !day through Mtnddssohn and that 

thEy will bE convErted into shorter 1s suts to roci litatt 

their ordt:rly liquidation by prEatnt lo!Endela3ohn 

crcd1 tnra . 

ThE a dmirablE calm 'ltlioh thE French bo.vc so rnr 

mD.intained boa continw:d end thErE is not tbE l east 

sign of panic or br.ltEr1o . Porliomtnt mEEts tomcrrow 

o.fttrnoon to tokE thE decisive step. In spitE or thE 

sta t e of s i EgE dt:clnr cd this noon WE o rE ablE to USE 

thE telephone ror local cnlls wi th o m1nimwn or dtloy or 

1ntcrfcrcnoc end bo.nlal hoVE been able to tElephonE HEw York. 

(E~ OF UESSAGE ) 

BULLI'l"l' 

BPD:JIPL 
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PARTIAL PARAPHRASE or 'l'ELmlWl RECEIVED 

J'ROXI .&aerie an bbau7, Pari a, Franca 

~'1'!:1 Septeaber 1, 19:19, nccn 

BOt 1697 

FOR THI!: TREASURY, 

Very little bueineee waa done 1n the va,. ot exchange 

t raneaot1ons thle morning and there were no eigne ot 

pan1o though war daTalopmente were known b7 9 a.m. The 

pound opened here at 175, 75, United Sta tee dollar at 

42 .75 and the pound dollar oroea rate at 4.15. New trana­

aot1ons ranged all t he way trom 4 . 0:1 to 4.25. 

From the Bank ot France we learned that a tev dol lare 

at 4.20 were gained by the Br1t1sh cont rol . In Paris the 

Bank wae a s el ler ot dollars t o oover purchases trom the 

United Statee tor var neade , 

The London bulli on marke t wae 1naot1ve and will ba 

oloaed tomorrow. The Paris Pourea will open this atternoon 

ae ueual. 

BULLift. 

EA:LW 
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NC 

Stc··~tary of StatE 

Washington 

1350, SEptEmbEr 1, 4 p . m. 

PLAIN 

LONDON 

DatEd SEptEmbEr 1, 1939 

Rtc 1 d 10: 45 a , m. 

FOR TREASURY FRO» BUTTBRWORTB. 

ThE city fatalistically awaits thE zEro hour and in 

thE mEantimE is complEting its Evacuation and safEty 

prEparations. ThE dol lar which opEnEd at 4, 27 bas 

s l ithErEd down to 4. 18 but thtrt is only a small markEt . 

NEvErthElEss , the forEign txchSngE marlcEt is now bE i ng 

c l osEd, . This i a in consonancf with othEr mEasurEs 

mi l itary and civil in antic i pation of war timE conditions. 

KENNEDY 

KLP 

• 

Regraded Unclassified



NC PLAIN 

LONDON 

Dated s.,e. 1 , 1939 

SecrEtary of StatE 

Washington 

1344 , SEptEmber 1 , noo.n1 

Rt:o 1d 6:50 a, lll, 

FOR TREASilRY AND STATE FROM BUTTERWORTH, 

At fl1:l rEquut BewlEy ~s writtEn !liE regarding thE 

regulation and Treasury ordEr provid~ng for registration 

of cErtain s ecurities by British ruic!~:nts (f11:! 1279 

Augt<s t 27 8 p , m,) 

"ThE pr,inoipal points whioh havE since ari sen which 

you might like to know ar£ I think as follows : 

Permits arE givEn frEEly for transfers between 

rEsidents in thE United Kingdolllo 

Permission bas bEEn gi vcn 1br eo me s ales abroad 

whEn thE resulting forEign currEncy bas been handEd over 

to thE Bank of Bngland. 

As n:garda rEsidEnoc of companiu diffioultiu 

probably arise in individual oases but ~ arc inclinEd 

to takE thE general UDE that residence 1a wbErcnr · 

thE control is situatEd, 

I have spoken t o thE Bank of Bngland about thE 

qUEsti on of the defi nition of •rui dcnoc• of indi viduals . 

ThE 1UEStio~ of thE l egal dEfinition of t hE wor d " rcaidrnoc• 

. . i a 

.• 
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NC - 2- #1344 from London, September 1 , 1939 

is,ns you know, a difficult onE and th£ Bnnk have not 

committed themselves to a preoiac dEfinition. As a rough 

trst they arc taking the quEstion whether incolll£ tax is 

paid i n this country as evidence of rcs1dcncr but this 

is not final and thE question is a tcclmical on£ which baa 

to br. C:E c idtd in accordancE with thE raot3 of E aoh case. 

I might pErhaps a dd that as regards thE mnking of a return 

it is, of ooursz , thE cas e that thE mldntl of suc h a 

rEturn do£s not 1n any way prejudicE oroisions •ih1ch may 

bt taken latEr on as regards thE aotu~. l s o'Juis 1 t1on of 

thE securities. 

In thE case of E. G. unit trusts whr.rE the sub-

uni t s nrc de nomina ted in s tcrling witoou t an ExchangE 

option, then sterling sub- units a rc not affected by thr 

order even though thF. underlyi ng scouriti!s may_ be 

denominated in foreign currencies. 

Tht regulation and order do not pr~vcnt frt£ cnoasb-

mtnt or coupons and drawn bonds" . 

Tht manner in which the British monetary author1t1U 

i nterpret nn<i administer 3 and 4 will obviously affect 

American interests. As r egards 3 no doubt great diffi­

culties will arise in determining where "the control is 

s itua ted" . As regards 4 , not only will the definition 

of thE word residence causr ditfioultita but casts will 

arise 
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NC -3- #1344 from London, SEptf:mbtr 1 , 1939 

arisE whtrt , say, an individual who has bttn rtsidtnt 

in •. is country for only a yur or two bt ing liablE to turn 

ovtr. his lifE savings locatEd in thE Unittd Statts, 

Instructions in thE prtmists will bE apprEciatEd, 

ThE HERALD TRIBUNE rtport oonvtyt:d in your 738, 

August 31, 4 p . m. , 1s 1ncorrtct, Individuals can obtain 

ptrmiss1on to p.:ty off loans or oovEr positions but no 

gEnEral authoritylns bt:t:n accordEd brokErs to takE action, 

It ~houH bE notEd that thE t;:l£gr..Aph and mail 

cEnsorship wh1.cb camE into tfftot last n1sht can bE 

tmployf'd EffEctivEly to EnforcE thESE and othEr British 

Trtasury rEgulations , 

ALC 
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NC 

Storttar~ of StatE 

l'lash1 ngton 

1727, September 2 , 2 p . m. 

Fa! THE TRUSU{Y • 

GRAY 

PARIS 

Dated September 2 , 1939 

REO f d 11 a oDie 

Journal Offici al today publishes about twEnty war 

tim£ decrees . They include besides the order for gcn:ral 

mobilization, thE approva l of convent i ons concl udEd bEtween 

thE str ~ -= and the Bank of Franot nnd between t hE state and 

the '3unk of AlgEri a thE wi thdr awal f r om circulation of cEr­

tain silver and nickEl coi ns and measures concerning tht 

provisioning of the nation in tim£ of war . 

Under the convEntion with the Bank or ~one £ - (which is 

dated September 29, 1938) - the latter agrees to makE pro­

visi onal advancEs to the Treasury up to a total of 25 

bi llion francs against 3 months Treasury bills rEnEWablE 
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until re1mbursontnt of thE said advnnocs . (END SECTION ONE) . 

BULLITT 

-
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CSA 

SEcrEtnry of StatE, 

Wnsh1ngton, 

GRAY 

PARIS 

DatEd SEptEmbEr 2, 1939 

REc 1d 11:18 a . m. 

1727, SeptEmbEr 2 , 2 p.m, ,( SECTION TWO) 

UndEr thr. ~onvEntion with t hE Bank o f AlgEria 

(whi~h is dn tEd May 11, 1939) thE l~tt Er agrEES to 

nakE provisional ndvnncEs to thE govErru~nt up to 

a mcximum amount of onE billion franca , This arrangE­

mEnt also providEs for an incrEaSE of onE billion 

francs in thE note circul ation of thE Bank of 

Alg£rin bringing thE total to 5 , 000, 000 , 000, 

ThE dEcrEE approving thESE t wo convEnt i ons 

nlso contains an important provision s uspEnding thE 

a:Jpl1cat1on of thE firs t paragraph of Artio ll! 4 or 

thE monEtary law of JunE 25, 1928 which rEnds as 

follows: 

"ThE Bank of FrancE shall bE obligatEd to kEEP 

n ~ash balancE i n gold bullion and ~oin equal to not 

l Ess than 35~ (35~) of' thE total sum of thE bEarEr 

notEs in cirr.ulat1on and thE c:urrEnt orec.'l.i t accounts . " 

BULLITT 

CSB 
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14JD 

Secretory of State, 

Washington. 

ORAY 

Paris 

DatEd SEptonbtr 2 , 1939. 

REc 1d . 1 :05 P o mo 

1727
1 

SeptembEr 2 1 2 Po m. (SECTION THREE) . 

A further decrEE authoriz es tht transfer of tht 

acat of thE Security and Commodity ExchangEs and em­

bodiES othEr mEasures rElating to nEgotiablE securities , 

Whether this authorization utilized will of course dE­

pEnd on dEvElopmEnts . 

ThE principal Paris banks will remain opED through­

out the day but so far withdrawals have not been sub­

stantial. 

Today again there has been very little trading 1n 

foreign exchangE . In the transactions betwEEn ba.nks 
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(now operating with sktltton ntaffs) thE pound has bttn 

quoted at 175 . 75 1 thE dollar at 41. 75 and the pound 

dollar cross rate at 40 22 0 ThtrE is of coursE no 

arbitragE business . ThE Bank of France is buying 

sterling at 1750 60 and hns acquirEd a small amount at 

that rate; i ts dollar rate is 41 075. Trading scone quiEt 

in Belgium with thE dollar quoted at 5 0 84 0 SwitzErland 

1S 
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MJD •2• No. 172?1 Stptembtr 2 1 2 P• m0 (SECTION 
THHEE) from PARIS. 

is quoting thE dollar b i ll at 4 o46 and Holland at 1 0 88 0 

Paris banks have bten able to telephonE those Continental 

centers but have found it difficult to communicate wi th 

London owing to pressure on existing linEs for offici al 

communications. Civilian evacuation of the Cit1 of 

Pari s continues in ordcrl1 fashion end tht stations 

art crowded wi th patient families and their hastil1 

collected belongings awaiting departure of the numerous 

extra troins 0 

BULLI'l'T 

HPD 
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MJD 

Secretar y of State, 

'.lashi natono 

GRAY 

Paris 

Dated Stptonbcr 2 1 1939o 

Rtc 1d 0 1.2 r25 Po mo 

1727, September 2 , 2 Po mo {SECTION FOUR) . 

S6 

AGENCE ECO:~OIIIQUE ET FINANCIERE publishes a despo.toh 

from i ts Nt\1 York correspondent thia '!IOrt:illb quo<;,,ng Uro 

.Jones as s tat i ng , f ollowing a co"lferenoc at the l'lhl.te 

house, that nei ther t he Expor t - Import Bunl! nor the Recon­

struction Finance Corporation art sub ject to the provi­

sions of the Johnson Law: that "through the Export ­

Import Bank credits could be supplied for the export or 

merchandise to i nterested exporters but that he di d not 

know when the Bank could, in cas£ of war, extend credits 

to foreign governments s i nce no rule has been established 

for federal agencies" . The despatch adds that "In no 

case could credits be ext ended for armaments or muni­

tic-s and up to the present no such credi t has been re­

quested by foreign governments . " Rueff asked us t his 

morning "whether we had any news concerning t hE Export­

Import Bank" in connection with t he foregoing report . 

(END OF }IESSAOE) • 

BULLITT 
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ScorEtary of Stat£ 

Washington 

GRAY 

Parh 

DatEd ScpttmbEr 2, 1939 

REO 1d 4 :35 p. m. 

1742 , Scptonbtr 2 , 7 p . m. 

FOR THE TREASURY 

COUVE d E l!urvillE informs US that thE ChambEr of 

Dtputi£8 and SEnatE havE just votEd thE war crEdits 

rcqutstEd by Dalad1 tr this aftErnoon in thE amount of 

44 billion francs for "Early paymcnt" for national 

dtftnst and havE also authori zEd thE nat i onal dEfEns t 

atrvicts to contract futurE expEnditures in an addi­

tional amount of 24 billions . It was explainEd that 

tht aforesaid 44 b i lli ons arc expected to covEr thE 

rEquiremEnts of approximately thE first two months 

of the war . 

Tht JOURNAL OFFICIAL of today likewisE publi shEs 

a dtorEE providing that during tht pEriod or "politi cal 

tension" thE paying officEs of thE Trusury orE author­

ized to s EttlE cErtain spEoificd mili tary expEnditurEs 

EVEn i n tht absEncE of authorizcd crEdi ts . 

(END SECTION ONE) . 

BULLITT 

ROif:GW 
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• 

SecrEtary of' State 

\'lash1 ngton 

GRAY 

Paris 

DatEd SEptember 2 , 1939 

REo 1d 4:40p.m. 

1'142, Stptcnbtr 2, 7 p .m. (SECTION 'l'NO) . 

Furt~tr.nort such offices arE given authority to 

pay for a ')trlod of one month f1•om the general mobili­

~atlon dec;.occ all supuly bUb C >r t ht acc~unt of the 

natlonal def ense mi ni striES over (ltoC ubovE allott ed 

crtdi t s , 

An additl onal d ecrEE prohlbits t;lc importation 

into FrancE ar.d Algeria or foreign ~crchandisE other 

than gold unlEss specifically authoriZEd under a pro­

cedure therein s~t up (for full details SEE Embassy ' s 

telegrams numbers 1722 , September 2 , 7 p. m. , 1720 

SeptEmber 2, 4 p.::~ . ) . 

Paris banks report no unusual volumE of wi th­

dr~wnls this afternoon. ThE dollar was quoted at 

41 , 75 , the pound at 175 . 55 snd thE dollnr-pound cross 

r :lt£ at 1 . 20 . 

8ULLIT1' 

ROW :O'R 
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TREASURY DEPARTMENT 
70 

INTER OFl'lCK COMMUNICATION 

""" Sept. 2, 1939. 

TO Seoretar~~~~hau 

lolr. H~ 

At tached are two memoranda which were prepared on the 

baa1e ot 1ntormat1on available attar the oloee ot the aarkete 

on Saturd&r, September 2t 

(1) 'The Business Situation, Week Ending Sept. 2, 19391 ; 

(2) 1 Finanoial Development& Dur ing the Cr1aie•. 

The memorandum on •september F1nano1ng• , also attached, 

was prepared on Thurad&T, August 31, 1939. prior to the 

meeting ot the Open Karket Committee on Frida7, September 1, 
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TREASURY DEPARTMENT 71 

IHTCJit O ,.l'lC& COWNUJrUCAT10H 

CONPIDEN'l'IAL ..... 
September 2, 1939 

TO SecretArT Korgenthau 

Llr. Baa~A 
The Bu~ Situation, 
Week ending September 2 , 1939· SubJect: 

Conaluaione 

(1) War poeeib1li ty ie the 110st important bueineu 

1ntluence. It war occur•, it will reeul t 1n a eerioue 

unsettlement ot intemat.ional trade, and consequent readjuet­

mente in various industries, but the man:r montbe ot war 

uncertainty have alread;r done much to put industry in a 
state ot preparedneee. 'l'ba poeeibility ot making additional 

aale a as a reaul t of war deaaand, end ot gaining market a pre­

viously supplied by belligerent& , baa evidently led bue1neu 

men in the United States to expect a prompt advantage tro• 
war in Europe. 

{2) Should thil new demand oome at the preeent time 

when inventorie e are low and when industrial aoti v1 ty ia in 

a r1e1ng phaee, induetr1al production 1n the United States 

will increaee sharply. 

(3) A hea'f')' export demand tor American e t eel product a 

within a tew month• atter the outbreak ot war ie anticipated 

by eteel companiee. · 

(4) CoiUIOdit:y pr1cee, ae well ae .. lected etock pr1cee, 

showed pronounced upward t endenc1ee on receipt ot war ne we. 

Seneit1ve oo-odity price• i .n the United Statee advanced 

more than Reuter's index ot British pricee. 

{5) Becauee induetrial production ie now about equal 

to the current l evel ot coneumption, any turther riee auet 

come ae a reeult ot increaeed doaeetic ooneuapt1on or 

1ncreaeed export• on the one hand or because ot a movement 

to acouaulate inventor1ee on the other. 
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secretary Morgentb&u - 2 

!be ceneral bueiDeee outlook 

•ar 1e or oour .. the predoll1nant bullineu newe. It it 
oo~~ee, 1t will Han eerioue uneettle•nt in international 
trade and ooneequent readJuet•nte in 'f'arioue induetriee 
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but the 11&117 aonthe or war unoerta1nt7 ban alread7 clone .uoh 
to put indUetr, 1n a etate or preparedneee. 

A llharp riee in 110et oollmOdi t7 priou on J'ridq, while 
etooks declined, wae followed by eubetantial inoreaeee in 
etook prioee or induetriee eepeoially illportant 1n war. 1'!w 

ri .. in eeleoted etooke wae 10 great that it carried the Dow­

J onee a•erage for induetriale up to 135.25, an ad•anoe or .~ 
for the d&J• The taot that the inoreaee in etook prioee oaae 
eo eoon meana, doubtleee, that tradere belie'f'e the United 
Statu will eeoure imaediate trade benefit froa war in Europe. 

Inoreaaed ealee of United Statee produote aay well 
ruult froa war deaand and the inability of warrina nationa 
to eupply their foraer ouetoaera. Inoreaeed ealee are the 
more likely to oauee pronounced expaneion of bueineee in the 
United Statee when they coae at a tiae of r ieing tendenciee 
in induetrial production, low in'f'entoriee of aanutaotured 
goode, and low auppliea of eoae raw aatariale. All inoreaaa 
in commodity prioea will doubtleae oauae immediate building 
up of innntoriee a.nd eo pro'f'ide additional influence in the 
direction or increaeed production. 

Induetrial production 

Induetrial production throughout the world, influenced 
largely but not entirely by the a~ent raoe, ie in a lharply 
riaing trelld. The New Yor![ T1aea-Annal1et coapoll1 te 1114n: of 
foreign induetrial production in June eetabliehed another all­
tille peak, further exoeediJIC the high l enle of late 1937· 
The accompaft1ing increaee in world deaand t or ooamoditiee all4 

aater1ale ie e'f'idenced by a rieing trend i .n the 'f'oluae of 
international trade. The p~aical quant1t7 of world trade 
during the aecond quarter of thia 7ear, according to !iaea­
Annaliet data, increaaed to the higheet le'f'el eince the laet 

quarter of 1937· 

In the United Statee, induatrial production durin& the 
paet t wo aonthe baa been rapidl7 reoo'f'ering froa ita earlier 
eetback. The I"RB index reached 102 in Jul7, a gain of 10 
pointe in two aonthe, whloh carrie• it to within 2 pointe or 
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Secretary Morgenthau - 3 

tbe Decelllber 1938 high. It 1e pouible that eou eligbt 
turther gain hae been aade during Auguet, in Yiew of the 
etrong upturn in eteel aotiYitT. deepite the e~tdown ot 
autcaooblle plante in that 110nth tor an earl7 obange,-oYer. 
The proepect of an e;q~aneion 1n the eteel induetr,- and other 
related induetriee thie fall euggeete a further riee in the 
rRB index, war or no war. 

Rapid e;q~aneion ot new-model autoaobile production 
which 1e e;q~ected during S.ptuber and October, the earl1eet 
tall increaee on reoord, etrengthene the cbanoee tor an 
1noreaee in the rRB index. EYeD it do•eetio ordere tor 
automobiles are l eee than the7 might baYe been , there 1e an 
urgent oompetitin need tor a rapid building up of dealer 
etooke dur1~ the earl7 110nthe of the IBOdel eeuon. 

~ne eteel induetrz 

Steel produoere, according to the Iron Age, have been 
looking tor an intense export demand tor American eteel 
produote within a tew monthe after the actual breaking out 
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ot gener al war. There hae reoentl7 bean reported a aharp 
1noreaee in the DUIIber Of inqu1r1ee from potentiall7 
belligerent oountriea, and from neutrale who would be forced 
to eh1tt their ordare to the United Statea ln the eYent of war. 

S.nt1Mnt in the eteel induatr,- 1e reported ae atrongl7 
optiaietio, whether or not war deYelopa. Auguet booking• ot 
steel ordere, aooording to the Iron Age, are lllel7 to range 
troa 2 to 10 per oent above Jul7, wi th a brighter outlook 
tor September due to an imminent etepp1ng~up ot epeoitioa­
t1one trom the automobile induetr,.. Steel aorap pr1oee haYe 
made new higbe tor the 7ear, and a general firming ot prioee 
on tin1ebed ateel product a le under W&T. 

Steel output baa continued to inoreaaa gradually during 
Auguat, following a pattam aliBOit identical with that or 
laet year but at a 50 per cant higher ln'el. Steel operations 
during the laat week ot Auguet were at 63 per cant ot oapac1t7, 
the higheet in nearl7 two ;reara. (Sea Chart 1.) 

The praeent rate ot oparatione, ae indicated on tbe chart, 
ie in exoeee or tba new ordare rate reported b7 the u. s . Steel 
Co~orat1on. Ae wae tba oaea laat Auguat, howeYer, the more 
rapid inoreaae in operation• ot the independent oompaniee (eee 
lower aaotion ot chart) apparentl7 indioatea that the7 are 
reoaiYing a heaYier YOlU8e ot ordera than u. S. Steel. 
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Stock prieta 

Stooke declined at tiret att er the receipt ot war newe 
but selected issue& eepeoiall:r related to war iDduetriee 
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roee eo oonaiderabl;r on P'rida;r that the Dow-Jones aYerage 
tor Uduatrlals t or Ule da;r oloeed at 135. 25, up .~. The 
volWDe t or the da:r wae 1 , 970,000 eharea, the record e lnoe 
L~rch 31 , 1939· The cospanlee whoee ieauee ahowed greateet 
price advances tor the da;r were t hoee connected with eugar , 
wool, ehlpplng, ohemioals, copper, eteel, aYlatlon, aaohlner;r, 

111etala, and rall equlpaent. Dow-Jonea anragaa tor ralla md 
utllltiea tor the da;r oloeed down. On sat~ the anraga 
tor industrials lnoreaeed b;r 2 .~ with a volume ot trana­
aotlons tor the halt da;r that almoet e qualled a whole da:r 
on Fri daY. Though u.n:r ot the etoolu that adYanosd moat on 
Prlda;r adYanoed again, the ga1ne were d1111n1ehed aomewhat 
toward the olose ot trading. 

The oommodi ty price e1 tuation 

The Dow-Jonea ooamodit:r tuturea index and Kood)"'a 1pot 
price index each oloaed on P'rldaf with the largeet aingla 
gain in the hlator:r ot either. (See Ohart 2.) .Pong the 
lndlvidual ccllllllodit;r tuturea that were up on P'rida;r to the 
llmlt allowed in one da;r' • trading were wheat, lard, eugar 
and rubber. Other tuture• up atroDfl:r were hidea, ootton­
aeed oil, and copper . Ko et ot the war oommodit1ee1 opened 
1trong on Saturda;r but oloaed below their highe tor the da:r. 

(see Chart• 3 and~.) 

Betore the recent news that hoatilitlee had broken out, 
Reuter ' e index ot Bri tleh prlcee ehowed a decided uptu·rn 
reflecting the coablned influence s ot war e~eotation and 
aterling depreciation. On P'r1da)', howeyer , both Kood)''a and 

Dow-Jonee adYanoed more eharpl:r. than Reuter'•· 

Bu1o oondl t1on• balanced 

Our calculated baelo bueineee 1ndioea, whloh prortde 
measure& ot the underl;ring trend ot bue1neea, and ot the 
extent to whloh 1nduetrial production ma:r be out ot line With 
ba11o conditione , re .. insd during Jul:r at approxlaatel:r the 

levels held during the preYioua three month&. (See Chart 5.) 
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Ordlnarll:r, a rile ln induatr1al production auoh aa that of 
the put two 1110nthe, howenr, woul.d ba"'e been accoapan1td b)' 

eome iiiPro..,ement in baeio demand, in new ordere, and (atter 

1ome leg) in the aalee of manufactured goode. !he lenlling 
out ot the baeic indloee probabl:r reneota 1Jl eoae dearee 
the depreea1ng influence ot foreign uncertalntiee. It war 
takes place, howe..,er, all three ot our indloea, baalo deaend, 
new ordera, and ealee ot aanutaotured goode aq be elq)eoted 
to 1ncreaee. 

While the outlook tor the eteel and automobile lnduetriea 
pointe to further ga1ne in induatrial aoti..,ity th1e fall, the 
tact that induatrlal production le now about equal to the 

current le..,el ot oonmaptlon aeana that aJ17 aubatant1al further 
r1ee auet ooae about el ther a• a reaul t ot 1110reaeed doaeatio 
ooneuaptlon or inoreaaed export• on the one hand, or beoauae 
ot a IIIOYeaent t o aooumul.ate in..,entorhe on the other. Nearl:r 
two :reare ot oautloua bu)'lng polioiea ba"'e reduoed 1n..,entor1ea 
generall:r to rather low le..,ele, and de ... eloped oondltlone 
1'aYorable tor a general bu:rlng mo"'eaent once euatalned oom­
modlt:r prloe lnoreaeee occur. 

New order• pre~ouely well maintained. 

OUr index or new ordere (ahown in the lower section ot 
ChartJf declined eo•wbat in Jul.:r, but sligbtl:r leu than 
eeaso l:r. So tar during Auguat the YOluae or n~• orders 
has held eteadf, and a;pparentl:r remalne 1Jl a !aYOrable rela­
t i onship to the le..,el or business aoti ... lt:r ae measured by the 
New York Timee bueinesa index. (See Ohart 6.) 

There is no det'1n1te e~denoe thet the European newe 
before outbreak or hoat1litiee had oauaed an:r curtallaent ot 
new buying. Steel orders during Auguat anreged higher than 
1n Jul:r. Textile crdere held generall:r atead,y until laet 
week, when the:r turned ebarpl;y upward to the h1gllest le..,el 
ainoe earl:r Karoh. Other orders declined during June and Jul:r , 
but haYe etrengthened al1ghtl:r in recent weeka. 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

DATC 

"''"' Ill'. Baa. 

~bJect: 5'1JI&Jlcial. Dnal.opaeuh During the Orhia 

(1) 

(2) 

(3) 

(~) 

Deapi h ottioial. 11Upport, the Jield on long-tel'll 
United State& aaourities baa riaen during the 
or1aia o4 troa 2.19 percent to 2.~ percent, 
tbe at point aince the end ot rebru&rJ 
( ~;f.f..::t; ... 1'be greateat weakneaa baa baeD 1n 

ru bonda (Obarta II &D4 III) . 

Ott1oial. aona to IIUppOrt the Oonrnaent bond 
aarket ban ~en aada b7 the redaral. Raeene ll)'a­
ha and the !MaiN!')'. On l'r1da7 and Saturd&J 
open aarket purcba1ee were aade b7 the Federal 
Reeern banka (1126 a1111ona) and the TreuuJ')' 
(tl3 a1llion•). An intormal agreement not t o 
eell OoYernaenta during the cr1eia waa made 
aaong lew York 01i7 banks. The latut tigure• 
aYa1lable on the OoYernaent eecuritJ holdinge 
ot weekl.J reporting •aber bank• are 1hOWD in 
Chart IV. 

H1gb-grade corporate bond• ban followed the 
- pattern ae !ftaiUJ')' bolide during the or1111 
period (Obart I). !here hal been a cel8at1on ot 
new corporate bond otter1nge. 

The London Stock Exahange announoed that it 
would be o1o1ed on Frid&J and unt11 turther no­
Uoe. PreYiOilllJ, the 71eld Oft BriUeh 2-1/2 
percent oon1ol1 roee to ~.00 peroent (Obart V) 
a leYBl DOt touched e1uoe 1932. The rrenOh 
Bour•e reaained opm. J'renoh OoYernment 18GU­
r1t181 bad dropped to new lowe tor the JB&r at 
the weelr.-end. 

C2 
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I. United Statee GoYercaent Seouritiea 

fbe daYelop .. nt ot the preaent international oriais 
oaueed a eharp drop 1n the prioea ot United Statee aeour1-
ti .. bepnn1ng llloncla7, .August 21, B7 Septeaber 2, the 
anrage 11e1d on long-hl'll '!'reaiUl'J bonda wu at it. h1ab­
eat point ainoe the end ot FebruarJ, in lpi te ot aubatanUal 
ottioial aupport and 1ntol'Ml agreeaenta pong large Rew 
York banking holder• not to reduoe their porttolioa during 
the o1'1a11 period. 

fbe aourae ot the a't'erage 1ield on all '!'reaiUl'J bonda 
with twel'fe 1eara or aore to run unUl •turi tJ or neareat 
oa11 date 11 ahown in Obart I. On Stpteaber 2, the long­
tera 11eld atood at 2,40 pel"'ent, a a oollp&l'td with 2,19 per­
cent on .Auguat 19, the laat aarket cla7 betore the beg1DD1ng 
ot the ae'fere phaae ot the orieia; and 2,07 peroent on 
June 5, tbe all-UM low, .About halt ot the ohange in )"leld 
during tbe orisie period ooaul'l'ed on Fr1daJ a nd Saturcla7 ot 
tbie week, 

Obart II oo11paru the poaition ot tbe aarket on June 5, 
.Auguet 19, and Septeaber 2. It ind1oatu that the inoreuu 
in 1ielde tor the period ainoe June 5 ha't'e been greatest in 
tbe aborter aaturities ot banda and the least in the longer 
maturi tiea. 

fbe net drop re1Nl.t1ng troa the aurrent or1a11 plue the 
pre'fioua gradual reaot1on troa the June peak pounte in all 
to a cancellation ot about three-quartera, on the a't'erage, 
ot tbe rile 11h1oh had ooau1'1'8d betw .. n Janu&1'7 and June ot 
thia 11ar. Shorter iaeuea ha't'e loet a eOMWhat larger per­
centage ot their gain. 

fbe 1ield ohangee between JanuarJ 26, the prioe low tor 
the 1ear; June 5, the peak ot the 1pring rill; and Septeaber 2, 
tor three bond 1aeuee ot d1tterent •tur1ti., are lbown in 
the tollowtng table: 
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01w1sn 1D the Y1e14a ot '!'liNe .. leoU4 h'e&RJT Boa4a 
(One Short, Oae Ke41ua, alld One t.o,) 

Betw"D Jaa, 26 an4 Jlule 5, aD4 Jleb'"D Jlule aD4 sept. 2 

(Pereaat) 

I to 
• • • • 5 18ept.2 

2'• 1~7 1.76 1.25 1.67 - 0.51 •0.~2 S2 

2- 1/2!'• 1949-53 2.2~ 1.71 2.13 -0.53 •0.~2 79 

2- 3/41
• 1960-65 2. 59 2,26 2.49 - 0.33 •0.23 70 

Clbart III ahowe the da7-to-4aT fi110tuat1ou alDOl JUly 1, 
ot tae prioee &D4 J1e14a ot tour ae011r1t1ea -- the three 
boade 1aoluded ill the abOTe t~e aD4 the 1oapat DOte. 'l'he 
aborter 1uuu han ahown the greatnt weakne .. 4ur1ng the 
or1a1a 1D t•~• ot both pr1oe an4 y1el4. 

!be reiUlar w .. laT 1uue ot 91-da7 h'ealllll'T bllla ao14 
l'r1da7 (.,gnd up beoa11ae ot the Labor Da1 hol1da7) aold. at 
&D •••race 1ntereat rate ot o.u peroent, •• OOJIP&l"d. with 
,08 peroent tor the 1aaue aold 1aat Kon4aT. 'l'hia ooiiP&l"• 
with .03 peroent on Ausuat 1~, the last Konda7 preoe41ns the 
""r• atap ot the or1a1a. 

II. Ott1o1al :itl!jrt Qiyen the 
oonm.e oDd llii'iet 

With the den1opaent ot the eer1oua pb.aae ot the or1a1e, 
eneral ott1o1al aoYea were Md.e to aupport the Go•emaent 
bond ..rket, !be r.deral ReaerYe Ballk ot Jew York nesot1-
ated an illtor.al acreeaeDt with the ... York bankl DOt to 
l1qu14ate their Go.,..maut ho141ac• 4ur1J18 the or1a1a, a.D4 
it waa reported that theae banka were a4Y1eing their oorre•­
pondent banka to 4o lik .. 1ae. 

04 
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Attar nne waa rece1Ted on J'r14&7 -.orn1ng that Ge~:r 
bad 1nTaded Poland, tbe J'edereJ. Reaern be.nlta began open 
~~&rltet purohaaea ot OoTernment aeour1t1ea to llake up tor 
the almost co11plete lack ot bide 1n the -.rltet. 

On Fr1da:r and S.turda)", the redereJ. ReaerTe banlte pur­
chased $126 aillione ot OoTern.ent aeouritiee -- 157 ailliona 
ot !reaaur:r bonde, 130 1111lliona ot !reaaur:r notea, and 139 
111ll1ona ot guaranteed oblip.t1ona. !'here waa no change 
in bill holdinga. Kea.mrhile, the Treaeur:r aade purohaaea 
tor ita inTeetaaent accounte aggregating about 113 ailliona 
tor the two 4&7•. 

On Frida;r, the J'ederal ReeerTe Board announced the t 
Federal Re .. rTe banlta would llake adTancee to noa-aeaber 
banlta, aa well ae to aeaber banlta, on OoTernment aeour1Uea 
at par at the preTailing d1aoount rates. 

III. Hip-Grade Co:rporate Boada 

In ap1te ot the taot that the Treaaur:r bond aarltet wae 
reoe1rtng ott1o1al support while the corporate bond aarltet 
waa not, h1gtL-grade co:rporate bonda han .uttered onl:r 
aligbtl:r sore than 'l'reaeur:r bonda during the oriaia. Our 
anrage ot the ;r1elda ot long-tera h1gb-grade co:rporate bonda 
increased b;y 0.21 percent troa August 19, tbe laat marlaJt 4&7 
b
3
etore the beg1Dil1ng ot the enere phaee ot the or1e1a, to 
. 01 percent at the oloae on S.turda)", september 2. '!'he 

lipread between the ;yield ot long-tera Treaaur:r and h1gtl-grade 
corporate bonds on Slpteaber 2 waa 0.61 percent, ae compared 
Wlth 0.58 percent on Auguet 19 (Chart I). 

'!'he wealtlleaa 1n h1gtL-grade corporate bonde, howeTer, 
111.1 not be tull;r brought out b:r our anrage, inuEoh aa tou.r 
~t ot the t1Te bonde uaed in tbe aTarage did not V.da on 
'"'turda:r, and two ot thea haTe not traded dnce 'l'hureda7. 
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!he cne1a baa brou(!l1t about a oo~~plete oenat1on ot 
otterlnge ot new corporate boDda. On J.uguat 23, a large la­
eue -- the t45 111111ona retundlng ot the Borthern Indiana 
Public serTice Oo11pa117 -- eohe4uled to reaoh the ~~arll:et on 
the following 4&7, waa poetponed 1ndet1nltalT. 

IV. Bri tieh and J'renCih OoYernMnt seoun tiu 

!be London Stocll: Exohange announced on !burad&T, 
J.ugu•t 31, that it would reM1n oloeed on the tollow1ng 4&7, 
aDd until turther notice. !he announcement aaid that the 
plan tor the eYaouatlon ot Clhlldren aDd othera would dlervpt 
railroad tranaportation, a11d Mite it i~~poaeible tor aeabera 
ot MDT etatta Yi tal to the Exchange to reaoh the ci tT. !he 
announcement brou(!l1t bue1n .. a vlrtuallT to a atandat111. J.ll 
pricee, where aent1oned, were quoted nomnallT lower, but 
selling pressure was negligible. 

Prior to the oloeing of the London Stooll: Exohange, ac­
tion had been taken to preYent aCT turther drop in gilt­
edged prices. On 'fhuradaT, J.uguet 24, llinilllla price a had 
been inet1 tuted tor all Bri. tillh, Doll1nlon and colonial 0oY­
el'llJ1ent aecuri tlee, suoh II1D111a being the lowe ot J.uguet 23. 

!he cneh baa brou(!l1t Bntieh aeount;r pricu, whloh 
haYe been receding etead117 eince june, down to leYela not 
touched elnce 1932. The 7ield on the Britiah 2-1/2 percent 
oonaola roee to a h1(!11 ot 4.00 percent on J.uguat 22, and 
stood at 3.86 percent on 'fhuredaJ, J.uguet 31, when the Ex­
change ol o .. d (Chart V) • 

!he spread between the Tielda on United Statea and 
Br1 tleh OoYernment aeouri tie a baa continued ita upward trend, 
and hae widened atead117 in the last three aonth1, in spite 
ot the deoline in United Statea OoYernment eeourltiea dunng 
thll period. !be orlaia ltaalt, howeYer, has had a surpr1a­
ing1T •mall ettaot upon the spread. J.t the beg1Dnlng ot 
June, lt •a• 1.50 peroant; on J.uguet 16, it was 1.6o percent; 
and on J.uguat 31, lt was 1.56 percent. !heee co~~pariaona, 
boweYer, are subJect to the reaerYatlon that a1nce J.uguat 24 
the London Stooll: Ezobange hae not been a tree ~~arll:et. !he 
tixa t1on ot llinllllllll pn oea, how eYer, could har417 haYe been 
responelble tor the rlae 1n Br1t1ah OoYernment eeourit1ee 
whloh tooll: plaoe the tiret part ot thie waell:. 

Short-tera Tielda roee aharpl7 ln London, following the 
inoreaee ln the Bank ot England'• dlacou.nt rate troa 2 per­
cent to 4 percent. !he 7ield on weeklT otterlnga ot Bri.tlah 
freaauJ7 bllle incn-eaaed troa o.s percent on J.uguat 18 to 
3.7 percent on J.ugu1t 25 a11d Septeaber 1. 

OS 
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10 aouoa 1111dl.ar to ~' takn 1a INat lb'1ta1a ha4 
beeD t.)tea liJ' * r...aell -..roo w1• I'O!ipOOt to r...aell HC-
1'1 ~ pl'iO .. a1: tllO WHir-Oil&. !U pl'lHI Of r...aola aona­
aoDt .. 011r1uoe, whlob l:la4 booa 4ool.1a1q- or lo .. 
1tea411T daoo Ulo 'bopaalq of ~ J'OU', ha4 4rollpo4 to 
on 1001 at tu o1o•• ot tllo wo,ll:. tbl J'1o14 oa tu 3 ptl'­
omt perpe111Jal nat .. etoo& at ·~.l!G ponoat oa h'l&aJ', 
eopttabor 1 , ae OOIIII'&J'04 w1 til 3.37 perooat oa Jlooollbor 21, 
19311, t he 1owoet J'1t14 nadw& 1a •- J'OU't. 
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TREASURY DEPARTMENT 93 

INTER OF'FlCI!: COMMUNICATION 

DATil August 31, 1939. 

TO 

8UbJeotz 

8eoretary Morgenthau 

Mr. Haa:I/Jf1t 

8epteaber F1nano1ng 

Ve reooaaen4 -- unl.eu there 1e a aater1al ollaJige 1a 
the 1nternat1oaal e1tuat1on -- that the Sept .. bar t1oano1nc 
be oa1tted ent1re17. Otlr raaeone tor th1e Thw aa,y be 
auamariud ae t ollowe: 

(1) !ba 'l'raaiiU%7 1e UDder no neoaee1t7 or ooDduoUq a 
tioano1ng operation at tb1e tiaa, unleu aarltet oon41t,1one 
appear tayorab1e. The operation, it conducted, would be 
aarely tor the purpoea of ant1o1ijt1!l,a note 1eeue not 4»a 
until Deouber and add1q to an re adequate working 
balance. ~hare 1e no reason to 4o ei ther ot theee th1nge 
unlaea oolldit1one are taTorabla. ror eo .. t1me a large worlt-
1118 balance hae been aa1nta1aed &114 aatur1ng ob11g&t1one 
ant1o1pated three aonthe 1n adTanoat 1D order to be prepared 
to ek1p a quarter17 t1nano1ng ebould a or1e1e or other 
eaergenoy render euob a etep adY1eable . !be eaergenoy baa 
nov ooourrad, and 1t 1e tiae to reap the adY&niage or tb1e 
toreaigbt. 

(A) Ae tar ae new aone7 1e ooaoerned, the 
~rea8Ul'J' ie well prepared to wait until Deo•ber. 
Mr. Bell. eeU..tae that it no aew aona7 at all ie 
r&1ee4 between now and Dao .. ber the working bal­
ance will not tall below 1500 a1l.llone. It un­
toreeeen 4eTelo~nte aboul4 oauee a change 1D 
tb1e aetiaate, the bal&lloe ooul4 eaeUy be •in­
tained b7 b111 ieeuae. 

(2) Oa1tt1q a new aone7 tlaanoing at the present t1ae 
would not throw 1111 axoaeeiTe burden upon future t1nano1nc 
datea. It 1e eet1aate4 that the total a•ount ot new aone7 
t1nano1ng ( e:nlud1ng guaranteed 1,.uae) wh1ob the ~e&eul'J' 

11
1

11 haTe to do during the ourrent t1eoal 7ear 1e between 
.o; and f2.0 b1llione or an aTaraga ot troa t500 to 

700 a111 one eaoh 4urlng the reaaininc three qU&J.•tere. !hie 
••t1aata a&7 be eubJeot to a oone1derable aarc1n ot error, 
but not enough to inoraaea the aaount ot t1nanoiag required 
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secretary Morsenthau - 2 

dur1DC eubeequen~ quarter• beyond the probable abeorp~1Ye 
oapaol ty ot the -rket. It the YolUIII ot bUll llhould be in­
oreaeed, the aaount ot tioanoing required at the regular 
quarter 4atee would, ot couree, be correepon41ngl:r reduced. 

(}) Deepite the taot that the ne~ reoeeelon in the price 
ot Un1ttd Jtat 11 eecuri~iee baa been reaartably eaall., oon­
elder lng the graYit:r of the in~ernational orieie, the aarket 
hat been Ytr7 ~b1a. I~ would, ooneequentl:r, be •er:r hazard­
cue to price a new aone7 iesue. !he ... l lneee of the decline 
appear• to baYe been due aore to a laok of panloky 11qu1-
dat1on than t o the preeenoe of iaportant bide, 

(4) A financing operation confined t o an exchange otter­
log tor the Deoeaber notee would aYoid in ~ the 41fficult7 
ot aekl ft& purobaeere ~o aalte new ooaaitaente a t tb1e tiae, 
but bae the epeoial 41t t1oulty tba~, according to precedent, 
H would baYe ~o be held open two or three 4aye with a oorre­
epon41ql7 greater IXJ)Oeure to obangee in the iateraaUonal 
e1tuat i on than would be ~he oaae wi th a new aone:r ieeue . 

(5) !he etteot \lpon gennal financial eentiunt of oaH­
tlng a !reaeury fiaanoing operation would probably be faYor­
abh re~bar than the reYeree, It would deaonetrate ~he 
atrength ot ~be !reaeur:r poei~ion and ite laok of neoeeeity 

94 

t o reaort to ~he aone:r aarket, exoep~ a t ~iaee oonYenient ~o 
it. It would aleo aYoid the eetabl iebaent ot a baeeline upon 
wbloh new o tteringe ot oorpora~e eeouritiea aight be aeaeured. 
It, tor exaaple , the 'freaeury tinanOiQi operation in the or111e 
period ebould be confined to refunding the Deoeabar notee into 
nev 2- and }- year notee, ~he reaction of the corporate eeouri­
t1ee aarket aight be 1It that'• the beet that ~he treaeur:r oan 
do, bow oan we e:q~ect to 4c any bettert1 In the ab .. nce ot 
euoh a baeeliu, the corporate aarket aigbt be e:q~eoted to re­
Y1Ye aore rapidlJ with a real liqui4ation ot the cr1eie. 

{6) riaallJ, ebould the orieie deYelop inetead into war 
and the war Gallea a general decline in OoYernaen t bond price a, 
H h true that we aay baYe to p&J acre later t or aoney than 
we would at the preeent tiae. Under euoh oirouaetanoea, bow­
•••r, t hie interee~ eaYing would haYe been purobaeed at the 
expenee ot eeeing a new Treaeur7 ieeue tall 1.ae41at ely to a 
aubatantlal 41ecount. It the or1e1e ie to deYelop into war , 
1t would be be~ter ~o do our borrowing later on the bade ot 
the new taote at~er ~{ beooae known. Borrowing at the 
Preaent tlae ie on a t -peaoe and halt-war baele, and ie 
l

111
1telJ to be vntair to either the Treaeury or the purohe .. re, 

w obeYer eYentuallJ deYelope. 

, 
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1'01 L\o f o Eo Jla.'lu. 
Aft1J1c Cldat1 T::t·ll1J 1 t•t 
c:-t a.rd 

-~ .. 

h'alt ~ S t uW; .._ 

M l's Ocmt"1rrddltrr "'•' •• ... w•U•• 
Ttd.a i8 ~ .sn. &:1- to )'IN - '*'··· We ..-.dill a 9t00 ..._t}!'* ~ Sl ••; 
1.._\o CI WWJMIIIWW:.U.t 

!-* tnd IV1I - P•" M -*' ,_sod o I USa to 1111o1ik laWr 
pal'iod 

..,_ - Autla'tU. ola1a ..... i8 bold1rc Ole t at hordur pointe period 

Derlln - tltf!oi81 - .. enceo ••- ..n-u. t:l-' 1-. JIQ\ to -..s bt oa 0 u ..-tr trw'-,_.- with lll'itiWI period 
Aft/1 cla. to t.ft ..-hod Tn t• - ll • I - WS..ww - ..s SliM' n a period 
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s"' • t a, l9J9. 

~ AcUnc Sewae.w, !IlDia - lOtOO Ao 11o 

110!111 FCII' ~ ~ ~ ~ \llftuP 
c..n ClMrcl nd1o at.aticr~ et ron Hltnt, ... 

Lordon - All llr'iUa.'l c.hiJiat ~ placec! pCII'\tol101 ft 
Chuberla!.n'• ciUpoal. pw1Gd 

''CIIOI - 1~ lddll - tl-' l'IJ,.ot.a to a1r larGe }lll'1at 
LGrdon - I~ aD poa1A - flour - td.llc - .eta 

ca::a npr - n.h br bouod ot 1.nde ~ ~ 
awp oLetiw ~ 1A '- bUl to ~ 
Nn bat II I e18M.., llld lwlf - perW 

l'Vl.l - utt101al l'olUI> ~ ~ ~ .. .._ 
tlNtdll,y~ 

rllo - ~- s.dln-~ - FWed ... 
Joelllld dMlarl rwatrall\7 1n jo!M etl....._. periCIC 

Chioaco - '*t up 11,. ..w por1od - et 111mllipolla a 
'•1nn1plll period YArd up 50 po.lnt lSt:d.\ period 

Hew Yol'lc - f'IG' .todt l'Uib ...u- period 

1! .. 
78 3/8 up 4 7/8 
51 up 2 7/8 
8.44 up 2 po1litl 
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'l • 
I I _.. 

Tol Cldat wu-
lie; ' 1 t: •r a, 1m. 

.... M\1111111 u\w)' "-= - lltOO A.W. 

IIOBt .... ... • ..... \o Ill *'"*' ~ UrcloiP 
oaan o..d Nd1o NUmo a\ Plln ~~~~at, Ta. 

Pv1a - ,_ ~ tw -s.u.u- u ~ bet rr oou-­
...s Pc.lH- po) .... er tAU. e a ef Dapat1.u poi'1GI 

11 .. Ten - aubbur t1atvuu dNp ~n" \o nnr- poiiiU ~ 
~ ~ ~la period 1!1dN off t~t1" poiiM ~ 
clqu ~ s-iod Copper ott t!.t\7 \o ~n.w po1JM 
period Mod< Ma1lft tndi.Jic .,._ I I•\ 11ft 'bl'olo:­
~ JIQbUo - -.a.-.. of tnuu w1Wlut.u period 
'l'l'Ud1Jic chl1a - 11001> with pri• - • irfta' Jar puriod 

Lcnloo - Port n.r ........ t1ru\ olMe air ..u ,...w 
PvU - 'Obdlr ~ ooleok lllll'f'au ,.not 
.... ~.s.dtll\ bllc:S.- da1l¥ --- with ...... ...s ~ period 
hrl.l - PolUh roeia\uDoe -fl>l pur1ecl ~ a.- ,_ 

\n\1.., rapar\ad U.... a1leu period OUianl enb!HMUca 
1n etten period 

lloorkuW o Ut45 ~ 
9\oull Ml'llft a\ u.,o - q,dutur an. 'brW uu\bMt lMdln 

8ton1hd .nd ftOCUIUd rr.ct1-u;, period 
30 I~ 'JSIJll'l up 2.?2 ) 
ao R. R '•• ~ ...,...,.., ) U100 avwa,p~ 
a 11\illts.a .,.,~ 1172 > 
~ 10-U 1,oao,ooo .... 540,000 ,...... 

c llU. 
IlllO r ~ 'T1 liP ) 1/2 oeta 
IIIlO. COI'II ~ :./4 _., :: 1/3 --
Oft .. Co\taa 8..42 • I ... 
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tot abief VU•• 

hotll AetU. leore,..,. lluaoo - 3 t00 •·•· 

KO'fE1 PoP tranoaloolon h llloreh .I'J Morson\bau thl'olllh 
Ooao• Ouarl ra41o o\a,lon a\ r ort Hunt , Ya , 

London - Chaaberl&lll Cel lo HOUIO Oo~aone Br1t a1n and rr&noO 
not veuonlllC 'bu\ voul4 anl4 oahotropbo enD at 
tblw laat .oaent and would extend , ... ppportuat•r 
t o our a4veraarlea even tbou,b I &11\lolpate <be 
repl J ve vtll reollve, !laJ• vlll not reOO«nho 
valld1t7 of Daftalc eel&~• or eDter dleouaoloae 
vhile CJal'!:lan ara111 reaa1n 1n PoliUld, ProalHo 
detlnlte ota,eaent to •arl l .. ••• to.orrow .,. .. 
Labor l eader aeke VbJ England hae dela7ed aot10D, 
Cbaaberla111 MT• rreaell &114 BI'Ullb not :r•• acreo4 
on tlae UaU the;r w111 11t f or CJe~ replJ to 
t heir deaan4 t hat aral11 w1\h4J'aw froa Pol&114 'but 
preu r eporh deadl 1ne 1a nooa •-I'POV. e-n• 
adJOIU'Ill IIDt U that UH, 

Berlin - froopa troa P .. eranla on woat and Eaet Pftllla ban 
met 1n the oorrl dor 1eol a t1ns Polleh t roope 1a tho 
north, 
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OonYor.-U nn 'b_t....., llonmor l!arrlaon , Protlcl..,.t of tho fedoral leserYe llnnk 
of ~•~ T, rlt, Wr, D. 1', :Boll, Md llr, !!Moo. TS.... 9 t0l!. 

ren o Th lo to :Boll, 

F•rrl.,n l B•ft )'OU l'!)t 11\,.th~ ;,ou ..... t to t oll U1 at all' 

I h,..,...'t ,.t a t hillt: 111 the world. , Let Ill aok DM117, Goor119, I 
~.o., •t know ""'t ;rou p l.>n to cl.o todo;r. - I «U-eOO to do 11hat ;,ou 
"""' to ancl. that h about a ll. 

Harr loon o Short of t'urthor l .natruotlmo Spi'Olll lo «<W. to opm "!' with blda 
acrooo tho ~ oa-l&bth cl.om !roa tho t our o'clock clodnt; en 
t ho lone 'bCOJdo, lon« notoo , one-obhenth do• on the ohcrter 
otutt. - .At f<TUZ o'clock tho aarkot ..., oft tor a fUrther -
off one-oll;bth oo that 1\ .,.. dom tor the whole d&7 juot exactl:r 
one ;>Oiftt, no 1e op.,.1Jlc up an ol!:Mh uncl.or now, Md there 1o 
eo"'e feeHnr. Ut> thou that tho corporatoo haft 1r.0ne do., out of 
Jli'Ol'OrUon to llonl"llllento, Mel ther~ \o a ftOOd • rl>ltrnt,e . bon 
the Oo....,m..nto to COr;>ol'llho. I thb•k t hat le 'Md. lla rrlner 
ralucl. the quMtlon ~thn you ohould oll•lnAh tho differential 
b;r lott 11\f: t he eorpornt.,. down - or oo fllr a o - Is concerned 
a t t ile f~U'OO I !'ATe juot 1;1,., 70\1• - !low tho total , r.>u !>aft 
rot tho total tlt:=eo• 'le bo .... t $115,505 t h?US'Uld, of which 61 
,.,.. t or doaloro and 54 Md a frnctlon trca t he n..rkot. Oror 6 of 
tl>\t we t ook In tho lut h<1UZ &1'tor tho n!\r ltot clos ed . Thftre Is 
no OYio!Cico 70t up thoT"e at a q,.,.t or boforo 9 our tlne th.•t t horo 
Ia .n:r dr:rinr. up of of'! or~. ~oct " 'bua7 ot":r • 

tho..,. """ "'" in I'Mhln«\on' 

I 1Ift l!tUnr. oTer bore at tho a.ool"Ylt brei.. 

1 orlc lnol and 2 carbona aade. 

' 
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1M I .. ,, ' r, 19)9 • 

..,._ ..... , .. • OM!W• 

r.r-ua 11M • tel \IIIla elftee u.... ,_ ..... ,_ • ..... u.uw- ... ,.. ..... .... • ........ all-
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-.o 

lWt& -1111 _,.,... eNus fraU. lWt& ~Mil IMUa .. 
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- ......... ,.. lat&l - ... _ ...... 

• ... all -•nle ._. w antw ,eft 

Ills lWt& 1\aUa altt s&t a sa11 la U. l\alt& 1 ma:sp ls \Ill 1...-
slaort.. ftlsel ~ \e \elsiPi'fll Mr ....... -Ula. 

IMUw\t.e &ft w .. WI Inn lr ... ,..,._ ....U. 0 ' Ill 
\117 .. _ .... _. Mall .. _ lldts wUII ........ erlan --.. 
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Secretary of State 

Washington 

1372, Stptoribcr 2 , 1 p. m. 

GRAY 

LONDON 

Datrd Scptcmbtr 2 , 1939 

Rco ' d 7 t 48 a .m. 

PC'- THE ACTrNG SECRETARY OF THE TREASURY PROII 

BllTTERI'iOR'rHo 

102 

\11th rctcrtncF .tod'hE thir d paragraph o'/ 1113' stri~tly 

confidential tclcgram ~67 , Scptonbcr 1, mldlll E; ht , tht 

British Treasury tElEpP.onEd this morning " In ordEr to avoid 

any ponsiblt mi sunders tanding" to point out t hat by forEi gn 

balances of non- r esidents thcy meant antt•war balancEs , not 

those acquired as a rcsult of war aotivitics. Naturally 

American EXporters to the UnitEd Kingdoct will fE El it 

advisable to obtai n assurances or payment i n dollars before 

shipment . In this gEneral connection the Ambassador asked 

me to emphasizE both the confidential naturE of the informa­

tion in par agraph thrEE of last ni ght ' s tclrgram and that 

i t is important that no word lEak out that d1sor1mi nat1on i n 

favor of Amtr i oans will takE pl acE through t ht admi nistrativE 

maohin n•y . 

KENNEDY 

HPD 
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Soor otary of State, 

1Tash1ngton. 

RUSH. 

1395, September 3, 3 p .m. 

PL.UII 

t.onGon 

Dnted September 3, 1939 

Roo ' d 9 :10 a .m. 

FOR TilE AC'i'IIlG SECRETARY OF THE TREASURY FROll 

BUTTERll'ORTH. 

103 

The financi al r egulations nnd TronsuTY ord3rs referred 

to in paragraph a my 1367 of Soptombor 1 - midnight are 

boing promulgated. Tho British Treasury states that all 

banks will be closed on llonday but it is their intention 

to opon 1hom on Tuesday. There will bo no general morn.­

t orium but undar the new Treasury powers dob1ors in partie~ 

la.r diffioul t c ircumstances oan apply tor special cons1d.­

erat1on and their cases will be treated by t he British 

monetary aurhoriti ee on their individual merits. 

The British Treasury states it baa not yet been decided 

as to what the official rate tor sterling in t erms of dollars 

will bo when the banks open on Tuesday . 

KENNEDY 

OBB 
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PAP 

Secretary of State 

Waahirxston 

10~2, Stptt~btr 3, 5 p . m. 

PLAIN 

BERLIN 

DatEd September ~ . 19~9 

R£c'd 10 :15 p . m. 

59, Pa. TREl.Sl!:{Y FROI: F.EATI!, 

104 

No pubJ.1c loans or special financial m:asurts of im­

portance have so f ar bEEn announced. '!'hi: la':tst f igurts for 

thE disclosed govcrnmmt debt art for tlu: q•te.rter ended 

Junt thirty, St!'a1•a tt figure • far tht month of JunE 

alent have not yet bttn o1ade pu.blic but tlu: quarterly 

figur ta l ndl.catt that govtrnm£nt borrowing was not as 

grea t during JunE as was thot\3hto 

Figures for th£ s i ngle month of June art only avail­

able as regards tht short term debt which incrcastd but 

410 million marks , the smallest monthly incrEase in rEcEnt 

months , A total of 829 million mnrk~ of thE ne w finance 

plan t~ ot rtificatcs wen i ssutd during June but the 

inor t a u fl·om this aourcE wr.s o ffsE t by thE rct1r£mtnt 

or about 149 million of abort tt~ Trtnaury poper. 

The quarterly f1gurta nhow an incrtnae of 724 million 

marks 1n lonG tt~ debt (mainly further tmianions of bonds 

of 
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PAP -2- 1042, SEptmbEr 3, 5 p . m. from BErlin 

of the Janunry 1939 issuc to supply thc investmEnt nEEds 

of the aGvings banks and inaurancE companiEs ) is during 

the t~~E£ months endEd JunE thirty, This incrEGSE occur­

red durinJ thE last two months of the quartEr . In April 

therE hnd been n dcercase in lonn term dcbt through amor­

tization or 21 million mark~ . The total rcportcd debt of 

tht Reich long and short tErm wc.a thirty tour thousand 

five hundrEd sEVEntEEn million mnr~1 on June 30 as com­

prred \'lit'- thirty thO\'.SOnd tight hundrtd fifty ont million 

ma.rko on March 31 , (This l est figure io sligbtly highEr 

than that rtported in ~y number 41 of June 23 , 6 p .m., 

due to the inclusion of old style tax certificates issuEd 

during the earliEr yEars of tht rcgim£ which wert not pre­

viously S~eluded in the Reich debt totals , (ThE nEt in­

creasE in t ht publ ishtd debt during the quortcr was thErE­

fore tl.rce thousand six hundred sixty o1x mill ion morks 

instead or the tour billion mark increcse ant i cipated) . 

'•1 th the publication Of the dEbt fisurts for JunE 

30 a bcttcr approximation of rccent govcrnmcnt expEnditurEs 

can now bt modE than that givEn in my number 56 of August 

15, 5 p , m, Tnx rEvEnuEs of fivE thousand two hundrEd twEnty 

one million , nEt borrowinns of thrEE thousGnd 31x hundrEd 

sixty six million marks am an eotimGted t>?o hundred fifty 

million marks or mioccllaneous revenues mnkc c total of 

ninE 

-
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PAP - :1 - 1042, Srptcnbrr 3 , 5 p . m. trom Berlin 

nine tbou3ond one hundred t~rty SEVEn million marks for 

the June qUArter , From this mua t bt deducted thE shnrr 

of thc n•un1cipnl1t1t3 nnd provinces in the REich tnx 

revenues , catimntrd to be nround orven hundred million 

mo.rko t t qUArter . It is nssumcd, therefore , thct govErn ­

ment expenditures totnllcd nt least r i ght thousand four 

hundred thirty s::vEn o1llion mcrko durin3 the Ju::l£ 

quarter , 1nd,cot1ng en CDDWll rnte of bcLwecn 33 r.r~ 34 

billion ~>~nr'ca ns compnl•td w1 th an t 3 time ted 27 billion 

durin3 the f iacnl ycnr ended !~nrch 31 lnot , 

KIRK 

KLP 

~06 
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ornoe or 
TM S.oreta17 

Tbe Collector ot Guatou, 

Sl r o 

• 

'I'IIIAim niPAI!I!IIII'I' 

U SIIIIG!OI 

StrictlY Con0dmt.1&l 

., " I 
-V 

lo TOUT appllcat.ioa ot pertinent l.awo, replat.ioiUI, &Dd liUitn~Ct.ioc.o, 

• dloUJicUoo ebould be recop.Ued be~ Mrcb&at n a .. la ~ eo1el7 
tor dotoDtlft purpoaoo and .. rc!I&Dt ftlltll areed t or ott&Dain purpoaoa. 
Merchant TOta&la o.raed oD17 tor dtt&Dtl ohall be treated in tbe -
unntr •• t.mar.ed urcba:D.t Teae•la . •t'Ch&Dt ne•el• arsed !'or o.tteQae 
oro to be roprded • • veooela ot wor and oubjoct to treotaent ao 1110h. 

An'/ control DtCtiN17 to be exorollod 111 tb reepect to noaolo ot 
war 1D tarr1tor1&l watere or porto ot the O!l1tad Stataa 11111 be ex­
eroiu d by the On1 ted Statal 1•'7• to wbioh the full cooperation ot 
the Cuotomo S.r-rico ohall be o.oct.et>ded. 

Prlu17 reapo!lllb1l1 t;)' t or t:o:aaini"' nooo1o repreoonted to be 
•erolw>t Yllltll to dotendne wbotber they aro o.noocl t or ot tO!lle reota 
Yitb collootore ot cuotou. It a M robut nual oorr1oo .....,.nt 
•b1cb ll aozted ·or u:t be aouoted tbtreoD and tbtro 1e &ft7 doabt 
•batloonr obttbtr ouch ..._..,t. 1o t or dat!Doln or ottoui.,. pU!'­
poooo, TOU abould C<>Dault with tbt .......,,t, pr1Ao1pal ot!lcar ot tbt 
Coaot GUIJ'd and be pided b7 bU &drlot. 

It an treed aerobant natal ot a beWprat O&rrlao a ~oaion 

or ordoro inned b7 a belllpront coTO.,..ta\ direCJti"' 1t. under panalt;)' 
to eoDduot accre111n operaUona, or it it 1o o011oluolnlJ' obom to 
hOYt cond110ted ouch opera tiona, it obould be reprdocl and traated u a 
veeeel at war. 

For tbt pidanot o! c.,.tou &Dd Coaot OUird ottioon coaotmed 
the Dtper taout., ill couultaUoo ti t.h ot.ber dopart.Mnt.o ot our Gonrlllltnt, 
1\u pro porod a U ot ot oo• • ot t.be ooDdi t.lou and clro,.otallceo • bleb 
•1U tood to indicate tbtt &l'MlMUt t o181d on a YOoot1 11 tor dotlll-
•1'" purpoa11 onlJ'. J.ll tbt .. ooud1Uono and oirc..,t.uooo obould 
bo conoldored 1n ooa,jllllcti~a t1 th each other, toptbtr Yi tb &D7 
otbar ta't.o or a tt.!Dd&Dt. oi.ro ... t.aa- which ai&bt aid 1n dtt.II'-
a1o1Jll t bttl»r tbt ....,,..,. which tbt Ylllll propo111 to 181dortal<o rill 
in tact be tolo1y t or tbo purpo .. ot aonoal, 1•&1 U..to, and peacetul 
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tJ'Ue, Jllr 1u1aact, tilt fut Ue\ a TIM~ .... IIOt OU1')' JIOH 
tM11 tov plla ea4 \bat - ot tilt pll& 1a ot a pe&Ur o~bu 
,.._ als 1Aebta 4oea DOt ot 1tael t 1a41 .. to ooael ua1YtlT t hat tile 
,_.., l a 4ett~~aln . 0t11e •".,....t ol...,...t u oea ..., ,.,..ol that 
\ht ........ , 1& tor ottc•• ea4 \hat \lie n .. ~ l a to be rosarde4 .. 
a naael of ...... 

!be l1at allon -Uoae4 u u tollowaa 

lndtoatiolll t hat arnz=t !ll l not b! u_ee4 ott•a1Yelr are: 

l. !be\ \ bt 0~1bar of ~~ SU&t Oarr1e4 dot& DO\ azcttd t1X 
1Dchta and t hat t he nWibt!' Of 1ba SU&8 Carrled 4oM DO\ 
&SOl ed fOil!', 

4. !bat \be Yaaaal 1a ....,_. bT U a OVUOMJ7 per aOJmal npple­
lltD\ed onl T by a rauoaable mmllar or peraonnel to oparaU 
t he 4e!ena1T! •reeft4D•. 

~. !ba t t he n aael l.atcu to ud aotv.allr 4oea olear ror a port 
1)1.D& 1D 1U uRal trade route, or a por1 1Ad1oaUac ita 
Jlll!'po &t \0 Oon\ 1AV.a 1A t he &a&t trade ln 'llbloh it was ""Cf&ad 
batoH war waa daolarad. 

6. That t he nuol \ altea on board tuel u4 a'llppl1ea IAI1'tlc1•t 
oa1T to OU1')' n to lh port or deaU11at1oo, or t ile - - ­
Uty a'llbatanU&l.lT 11111cll 1t h .. b- aooutoaed to \ alta t or 
a al.a1lar ...,... betoH war wu 4aalare4 . 

T. ft&t tile .,....., ot tile naaol ooaalau or arualta of •-ro• 
...Ute4 t or tilt 11M or a alllp ot war 1a openU ou oca!Ut u 

•llllr· 
I , ft&\ t ba YNtol aarrlN pu&qtra ...... AN U a -.ole 'lliLfl "e4 

to ..,, ... tile 11111 tArT or aa'ftl earnee or the lltlli&art~~t 1111oae 
tlac tilt YMttl tl1M , or or aD:I ot na allha, and partiC'Illa.r lT 
lt na pua-car litt 1AtlUM - u• ebll-. 

(11pe4) 10111 w. JUIIII 
r \ ....................... ~ . . ) 
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sanesa 

s: 
F: 

B: 

F: 

B: 

F: 

HI 

F1 

Ill'. Secl'etaryt 

Yea. 

Septembel' &, 19&9. 
4 P.M. 

This is Lieutenant Pield. 

Yea -hello. 

I h&Ye a - I sent a aeaeage t o Secret11r7 llor­
genthau end Itll read JOU the aenage I sent 
'tlbich ia aa follows a "11r. Banes desires to 
mow 'tlbether :rou 'expect to co• through troa 
lloeton tonight on 'f-161 or will 7011 stq 1D 
lloston toDicht!• I just cot a •••ace baCk 
'tlbicb isn't a dil'ect &D81f&l' to that but 11117 
be intended as an an .... r. It •117•' "For 
tl'e&IIU1'7 8w1 tchboud. Pleaae han two cue 
aeet ae at airport 'tlben we urin 1D Waah1Dcton. 
When we lene lloston will notit,. ot t1ae -., 
uriYal. Signed llorcenthau. I i.ag1De that 

:o9 

that would indicate he is coa1Dg through toDicbt . 

Yea I should taac1De eo. Well 1t 7011 get an7 
direct anner to 117 telecraa let ae know, 7011 
see because I want to aeet h1a. 

Yea air, I'll do that. 

And 1t be doe en t t anner it then check h1a up a 
little l.ater in the afternoon and aa7 I want to 
hue a definite answer. I don't want to sa7 to 
h1a that I want to know 'tlbetber he'• coa1Dg or 
not because I want to co to bed 1t he ia not 
coa1Dg. That'• the idea. 

Yea air. Well Itll check it up a little later 
CXI and tell hia that 7011 expect to ... t h1a 11ben 
he ur1Yea. Is that correctt 

tea, th.at'• correct but don•t 1117 that 1D the 
telecraa. 

.t.ll. richt. 
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111ft kMP .. ...., •• Q - tiM *ip tle .U. RN 
--~ubI '•I ~ uaiCil~. IIUtta dl I 
-t ~-a... 

a, aU I'Scll~ all'. 'f• ta•• .. , • w __. 
III!Otlwl' ......... uk ••••• 

!:t J1111*1dt a 11\Ue wllUe. U ll.e .._!> 
• la aa - to ., •a•ec• - I ...U ~· 

that 1t 1• .. - lllat ... til'eot~ to ., 
....... !ll.,. ..,. au;- .......... N7iDa 
II.• will - tllrw.lll. ll.t aa4 uaat•a wllat l -
-t to ...... 

'fea all'. .&11 l'llllt ail', It 11 keep lnt01'804 allov.t 
that. 

o • .:., tlliiDk yeu n~ -*· 
r..• .. • wl.- all'. 
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Secretary of State, 

Washington. 

RUSH. 

1407, September 3, 7 p . m. 

GRAY 

London 

Dated September 3, 1939 

Rec 1d 3:08 p . m. 

FOR AC'l'ING SECRETARY OF TREASUR? FIW"i BU'M'ERWQ~TH. 

I inquired na to plana of t he O;minion an~ Colonial 

Governments and wo.e informed by Philli ps t~at with the 

exception of Oo.no.da, Newfoundland an~ such cntr~pot places 

as Hong Kong , they wero all putting ~nto effoct arrange­

cents similar to those promulgated by the British Govern.­

mont . 

111 

Phillips again e~lained that i t bad not yet been 

dooidod who.t would be the official rate of the pound on 

Tuesday, but for our guidance he indicated that he was 

practically certain that it would not bo below four dol l ars . 

Ho fel t it should bc just a few cents above tour dollars; 

drastic depreciation ho feared would have too inflationary 

an effect. 

NPL 
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LONDON 

Doted Sept. 3 , 1939 

Rcc ' d . 3:30p. m. 

sccrctary of StatE , 

Washington . 

1411, SeptEmbEr 3 , 9 p .m. 

Embassy's 1383, SEptember 2, 5p. m. 

Following i s Bo3rd of Trade onno•mcemcnt dated 

StptE~:~ber 3 . 

"The Boord of Trade announcE thnt they hove mode 

nn order under thc Imports Exports ond Customs Powers 

(Defence) Act 1939 which wos passed into l ow on 

Friday l nst prohibiting imports of certain goods 

except unde r licence . ThE object of the order is .to 

limit with effect from the 5th Stpttmbtr imports of 

luxuries ond of soods of which thtrt ore sufficient 

home supplies in order to conservE exchangE for thE 

Oddi tionol purchases of other products required 1n wor 

time. The main categoriEs of goods covtrtd by thE order 

nrt pottery and gloss, cutlery, clocks and wotehts , 

tcxtilt goods and apparel (including footwear) , cErtain 

chemicals and points, sonp, ottict machinery (ineludins 
typewriters) 
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- 2- TEltgrum #1411, Sept , 3, 9p ,m, from London 

type·nrittre ) , motor oa rs , musioul instruments, 

perfW',ltry and toilEt rcquis1 tEs , toys and grunts nnd 

luxury foodstuff:~ , 

Enquiries should bE addressEd to the Import 

Licena ing DtportM£r.t 25 Southampton Buildings, 

Chancery LanE , London,~cz• . 

I h:lv: recEiVEd a proof cop;r of the order ::md 

tno rElated schedules which nr• not to be published 

before t omorrow, As they cover tight fine print pagEs 

:hey will not bE telEgraphed unlta~ requested. 

KENNEDY 

CSB 

113 

-
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Storttary of StatE , 

Washington. 

RUSH 

1765, Stpttmbtr 4 , ll a . m. 

FOR TH£ TREASURY. 

114 

GRAY 

Paris 

DatEd September 41 1939 

Rto 1d 10:49 a. m. 

Bank of FrancE quote a a buy in.; ra tc for dcllars 

this morning of 41.75 and for pounds of 175 . 55 . Up to 

this hour of 11 , howEVEr, thtr£ havE bttp practically no 

Exchange transactions. 

It is ExpEctEd that thE BourSE will opEn this a1'ter­

noon aa usua l handicappEd , of coursE, by grEatly rEducEd 

pErsonnEl . Tht Journal Off1o1al carriEs a dEcrEE closing 

thE commodity Exchange at Ravrt . 

BULL ITT 
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FROM: 

DATE: 

Aaer1oan Babuey, Parie, J'ranoe 

September 4, 19~9, ~p.m. 

NO.I 

RUSR. 

1768 

FCl\ TREASURY. 

We ban Just been informed by Reynaud that this 

morning the Bri tiah GoTernment eta ted to h1ll that toa.;r 

the British OoTernasnt intended to eetabl1eb exchange 

control. Reynaud added that he had been aalted to state 

the f1.gure at vh1ob the French vould l11te to haTe the 

tranc fixed, and he had told thn that t hey could take 

the f i gure 176.65, which vas the lateet closing quotation. 

As for the dollar, Reynaud eaid be had been informed 

by t he British that 1t vas their intention to fix the 

dol l ar price at four naugbt four. 

IND SIOTIOB OHI. 

BULLIH. 

!A:LW 

::.15 
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PAJW'IDWIE, SBCfio• 'I'VO, mJ!GIIAX NO. 1768 
or S&P!'ZIIBIB •• 1939, I'!!OX '1'HJ: AXIRIOAH EMBA811Y, 
PARIS. 

116 

Por tla moment, R87naud ea1d, in epite of the aeuuree 

1·1h1oh till British were taking, he did not intend to take 

extraordinary measures for the 1proteot1on• of the French 

trano. 

In addition, Reynaud ea1d he thought the Br1t1eh 1n 

t1x1ng the pound at (oaieeion) four naught four were 

•exceedingly opt111l1et1o•. The pound would b e dr1Yen co~ 

e1derab17 lower than that by war of any ooneiderable length. 

We were told by Reynaud that he had alread7 sent to 

the neighborhood of Toure approx1aatel7 toOO e.ployeea of 

the Finance Xiniatry. He said that tor himeelf he e:xpeoted 

to etay in Parle with about 400 Xiniatey employees, 100 

ot thea b eing firemen and gti&rde. 

END MESSAGE. 

BULLI!'l' • 

EAILW 
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t!:!Jr: 

Cperntor: 

Acl::l1t'al H. R. 
Stnrk : 

~!Jr: 

S: 
.... ,. . 
·--"r ' 

5: 

" 'Jr : 

$ : 

:!:~Jr : 

S: 

1-~:Jr : 

S: 

S: 

:::Jr: .. 

-~ :Jr: 

S: 

Hello. 

Go llhead. 

Hello. 

Yes? 

::r . Secret ar;y? 

Tal.lt1ng • 

This 1e Stark. 

How are you? 

September 4 , 1939 
4:47 p. m. 

117 

I ' m first- rate, s1r, and I 've been intending calling 
on you but you -- s i nce you ' ve gotten back, but we' ve 
been so busy I Just haven't go t t en over, but I d1d 
a?pr ec1ate ·your note. 

\fell t hat ' e tine. 

I: ell , what I called you f or right now was !~r. Ed1eon • . • 

Yes. 

••• •. has sent you a letter. 

Yes. 

And he asked ae t o tell you ••••• 

Yes • 

• •••• • t hat in his Judgoent it would be well to eay 
nothing about t hl e patrol unt il we had i t -- we lU'e 
ready to establish it. In other words , keep the 
t hin!) secret, or cont'1dont1al , tor t he present. 

\•/ell , I've already told Waeachc t o get two cutters 
r eady. 

Yea. 

All •. ..... 
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S: 

:::Jr: 
S: 

·~:Jr: 

5: 

~ : 

:-::Jr: 

5: 

E'''Jr : 

5: 

::::.:r: 
S: 

- 2 - , .. 8 I I --
Vell , what I - - I don ' t cean thAt part or it, but I 
c ean as tar as giving anything out t o the pr ess. 

Oh, we neve r do ~nat , 

Yea , air. All r i ght. Yell, he • ••• • . 

No. 

• • • ... -- he ' s giving out nothing and he j ust wan ted 
t o make cure t hat •• • . .• 

••••• • you knew vhat he vaa doing. 

llo leaks 1n the Treasury. 

All right, air. 

No , >~e ' re assigni ng - - aa I understand it, we ' re 
asoi eni ng t hose two outtcro t o you and t hen i t's 
your show and you do the t alki ng. 

Al l r i ght , t hank you ever so muoh, sir . 

Thank you. 

Al l right . Goodbye . 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

DATI: 

Septeaber 4, 1939 

ro S.onta17 lorgentbau 

"'".~ !. H. Fole;y, Jr. 

For your 1nfor.at1op 

SupplelMnt.illi w:f .. 110r&Dd1.11 Of t hie afternoon, it 1a sncgeated 

tbat .. .., alternstin to tbe use or tbe ..... rican President Lines Inc. 

tbare llicbt be • •ployed in tbe iorMDdie tn.Da&cUon ae purcbuer tbe 

P&ll&lll Ro.U 1lo&d ea.pony. 

Tbe p..,... lla1l Road Cos~ 1a a llew Iori< corporation created by 

Cbapter 284 or the Laws or 1849. 'l'ba t .Act authorisedcertein 1nd1 oriduale 

to fot'8 a corporation •for tbe purpose ot conatrucUnc &lld maintsining 

a ral.lroad,with one or more tracks, and all convenient buildings, fixturee, 

104Chi.nery and appUrtellAilces, across tbe Istbeua or p..,..,., in tbe Republic 

or New Or&lllda * * * and or purcbaaing and n&Tl.pUnc ouch stelllll or 

saUing nsaele ae u;r be proper and connnient to be used in connection 

with tbe said road. • By Cb&pter 364 of tbe Laws or lBSS tbe corporation 

was gl'1LIIted certsin additional powers and pendtted to increase i to 

cepitolbaUon to an uount not to exceed $7, 000,000. 

In 1904, tbe United States a cquired t be enUI'I capital stock or 

the corpore Uon anc1 ever since baa been tbe eole owner the !'lot. In an 

op1D1oo ot tbe Suprue Court or the tlni ted Sto tee iu 1937, the Court ao:t.ed 

that "the coapon;y operates a railroad acroea the Ietb8ue, conducte a 

C"-ieoary 11toblisb8ent for tile beneri t or tbe pereOMel or tbe i'al>aaa 

1. 21 
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l)oAil, the .UlNAd Oa.pa~Q', ud tho .......S toroea ot tho IIIL1tecl Stet•• llpOil tho 

hl.lll"'• aDd operate• a cSa117 ud t... botela iA -uca tberwwit.ll. It a1ao 

ope .. tea a liue ot a-.ltl.p~~ be,_ In IoJ'k ud tho c-al. Zou * * *• SiJl• 

the aoqulaitiOD ot tbe .UlNAd Oa.paD7 tv tho ............ t, t.ba direotoN, Wrtaaa 

ill na ber, baft beaa elactecl tv tho S.cret&r7 ot far, aa aola atoclthol.der ot record 

of 1.111 corporate atoot nth tho e:~oeptl.CIIl ot Wrtaaa ~ abarea bel4 tv 

t he directors. • 

Under !low York law power 1a oooterred 11p011 • .,.,.., rdlroad ccrporatJ.oa •troa 

UM tn Uoe to borrow such a~a& ot _.,. aa ~ be DeCO&a&f'7 tor ~•till& ud 

tinioh!Jlg or operatiq or i.wpronq ita railroAd, cr tor &ll7 otbar ot ite lutlll P'U'-

pone and to i ssue aad diapoae ot 1 ta bonds, eeollre\1 or UDJiecllre\1, tor &ll7 -t eo 

borrowed! and to •ortpge 1 te propert7 aad r...,chieea to secure the p81118nt ot ...,. 

debtl cootractad b7 the ~ tor the purposes atoreaaid, AAtrit.baHM1ar y,x 

llalt.&Uoo on such po•er contaiptd lp ag:r gnen.l. or epesia.l. las. • (Ba.Uro&4 Law I 8, 

Subcl, 10, u:aderliD:!.na lliDe), 

It would ••••• therefore, tbet the Panua Rail l!oad COil~ hu autborit7 

to borrow .aney ud iaaue ita ohliptJ.ona for tho purpose ot tinancin& the pure .... 

or the llor:oandie ....... though tho lono&Ddie mcht coa t iA exc ... of . , ,ooo,ooo. 

Bee N, Y, l!.H, t H, R, R, Co, T. !&LIIl, 1.43 II , I , 4111 415 , 

Tho purchue ot the lorll&lldie would be ettectecl iA tba - ..,.,r aa outlined 

ill rq - ranclue ot We atternDOll dealiJll '01 th tho powen ot tho .Aaerican Preaideot 

Linoe Inc , Section 55 ot tbe Publio Sernce Law ot the State ot How Iort ~ re­

quire tbat tba approval or the Public S.rnce eo..J.eaion be obteioecl prior to tba 

bouance of the oecuri Uea ot tba Panua lloil Rcacl ~ • 

A tTpewrl t teo COPT ot tho charter ud bT-la•a ot the cooparq 1a attecbecl. 
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jJI N1t 
TO DiCORPORNrZ 'lml 

PAIWIA RAIL ROAD COIIPAIIY 

Passed April 7, 1849. 

~ 24 

Tho People of tho State of Now York, roproo021ted 1n S021ato 1111d 
A.oaombly, do o~~aot aa tollowe: 

S!CTION 1. - 'fiUoiJJI H. ASPDiWALL, 1011N L. Sfl'l>'llmS, lmiRf CBADNCir, 

IN.IPS BROliN , CORNELilJS W. LA'IIlU!IliCE, GOtiVIRIIlm! IC!:IO!L!:, n!OW.S II, LODLOW , 

DAVID TllOIII'l:iON, 10Sl!l'l! B, VARNUII, SAIIlJXL S . BOIILAND, PROSPER II, lll!ll'IIORE, 

EJ)',2IJ; BARl'LEI'l', HORATIO ALLEN, and their aeaociatoa , auooouora and uoipe, 

aro boroby oonotituted a bod:,- corporate, by tho namo or tho " PANAIIA RAIL­

RO;J) COJ.!PANY , • tor tho purpooo of constructing and o:aint a1ni.ag a railroad, 

with ono or mra tracks, and all eonTaniant bu1141ngo, fiXtures, uchinory 

8lld oppurUoanoos, aeroea tho Iotblluo ot l'lullllla, 1n tho Republic ot Now 

Gronada, under tho grant made by tho aaid Ropubllo to tho said WILLlJJI H. 

ASPIN\I'ALL , l ORN L. srEF!IENS, and HmRr CIIAXINCir , and ot purobaaine 1111d nart­

gati ng such oteam or aailing Tosaola as ~ be proper and oonTaniont t o be 
used in connection w1 tb t ho said road; 1111d tor such purposes all tho nocossary 

end incident al power is hereby granted to tho said corporation. 

SEC. 2.- Tho capital otoct ot t ho aaid corporation ehall be fixed by 

t ho dirootoro at a 1\110 not l oss than one 1111111on ot dollars, with llbart:r to 

increase tho oamo at any time to a oum not oxcood1Jl6 tin 1111lliono ot dol­

l ara . Sai d stook shall be di Tided into oha.ros of one hundred dollar• eacb, 

and shall be deemed poroonal property, nanatarsble in ouch 11181Ulor as tho by­

lo•s ot the &aid corporation ohall direct. Tho said corporati on moy commeoco 

operations Wb02> tiTe hundred t housand dollare oball hoYe been subscribed, 

ant t"enty per ceot . on aaoh obore oubocribed tor, paid 111. Tho said 
IIIl.LIJ.il 6 . A.SPTh"WAU. , 1011N L. Sl'II!'HDIS, 111\'D HDIRY CHAmiC!r, ohall be co::­

<~ssionero to rooeivo aubocJ'iptions tor t he said capital stock, and it the 

whole cupital etoek oball not be subscribed at tho time f irst appointed , 

other subscriptions~ be at any time r eooiTecl , until tho l<bole uount 

shall be aubooribed, at auoh times and under such rulee and regu.lationo eo 

they shall prescrib e . 

SIX:. 3. - The eoncerna or the said oorporetion shall be IUillagod b7 

thirteen direc<oro, Wbo ehall be stockholders , and Wbo (except tho firat 
directot•o hereby appointed) &hall hold their otficee tor one year , and unt il 

others a.ro chosen in their places. 'l'be pers ons nomad in the f iret eact1on 

or thi s act shall be the first direotor o, and shall bold their otfioea Ullti l 

the first llonday ot April, 1n t he rear one thousand e18ht hundred 1111d fitty­
oue, and unt il others are oboeen 1.D their places. Tbe cUrectors, except tor 

the t!rot '"" years, ohall be OJmuallY chooen at such t ilte and place 1n the 
City of Now York, and on ouch notic e , eo oball bo directed b:r tho b:,--lawo 

of tba said oorporetion . In all meetin;;o or tho stockholder• each obare 

&ball entitle the bolder to one vote , to bo given 1n peroon or by proxy. 
In case it abould at any timo 'bappen that an election of directors shall not 
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be M4o on tho 487 appoilo~ed bJ U.e b:r-lawa ot tha Mid oorporauon, 
tho oaid oorporaUon ahall DDt t or tlla~ cau .. be d- to ba 41oeol.Tec1, 
llut auoh olecUon ahall ba held on U7 otbar 487 'lllaioh ahall ba appoated 
b7 the 41reotoro ot aaid aaaooiaUon. 

SIO. 4.- Tho direotoro (or 'lllaom t1Te shall ooaat1tute a ~rua tor 
tbt transaction ot bua1neaa) ehall appoilot one ot their nllllbn to ba prea1-
dent , t.n4 IIIII)' appoilot euoh other ott1oero aDd ..... u •• tho:y eholl d­
neceuary, t.n4 tha:y ma:y make and oatablioh such b:r-lawa, ruloa and recula­
t1oos aa tboy allall tb.1nk proper aDd oxpeclient, touoll1Jla tho 41spoe1t1on 
ODd ltiiJIII8omont ot the p:ropert:r, oat a to and otteoto ot the aaid oorpora­
Uoo; tho t rana.tor ot aharee, the dutioe and conduct ot their otticera t.n4 
aorraou, t ho election and aeetiJ>& ot the 41rootora, and all •Uoro 'lllaat­
ooonr Which M:f oppertain t o tho concorno ot aaid oorporaUon. lbe 1117 
ncmCJ aholl hop- -a the 41reotore, 1t M7 bo tilled b7 the ..-t.n­
I.D;; diroctora; t.n4 the direotore M7 r-.TO all otticera appoated bJ til•, 
ODd appo1Dt othera 1D their plaoo, lUll! till oll Taoaooiea 1D the otticea. 

SlC, 5.- The 41roctora M:f require papelata ot oubacriptiona to tho 
stock at such t111aa and 1D such p:roportiona eo thq M7 do• proper nndor 
tho pooalt:r ot t orteitil>& all atocl< and preT1011a Plll'ent• .. do theroon, 
ODd "87 suo t or 'ud rocoTer all such subocripUona. BoUoo ot tho t1ao 
and place ot such p870181lt8 shall be publiehed tor tour wool<a proTiouo 
to such time, at l oaot onoo in each ""at, 1D ho nonpapore puhl1ohed 1» 
the City ot Nn Tort • 

. SEO. 6.- 'l'be oaid corporation ay haTO a 00111110n oool, and tho • ...., 
may alter or r SDow at pl....,...; t.n4 all oontraou Mde ma:y bo either nrbol 
or under tho ai&n~ture or the prooidat, eooratar:r, or other ottieer or 
"80llt ot tho aaid corporation, ud with or without tho corporeh seal. 

SIC. ?.- I\ ohall be lawtul tor the .. .id corporation to contract 
With tho aaid 'I'ILLIJI( B. ASPDiliALL, 1a3ll L. Sl!rii!liS, AND BI!IIRl C8AIDICE!', 
tor tho purchase or all the ri&Jlta , pri'rilasoa and t-..uUea granted to 
th• b7 tho 881<1, Republic or New Gnne4a, and tor the purcheee or tho lando 
sruted to th• b:y t he aa14 Republic, and to rooaiTO a conT..,anae ot and 
hold tho aa:o 111 Ute manner aa the aaid 'IILLI.Ail B. ASPINl!ALL, 10Bll L. 
Sl'!l'fmiS AND BI!IIRl CBAIIIfCE!' now do or can do; and t o 1 ...... or sell and 
coaToy any or such lands which the aoid corporatiOA aholl net deea 1t 
necoaaary to rota 1D, and to build and construct oll auoh 'buildiJ>&&, piera, 
doc lea , baa ina and hal'bora on tho oaid l and& ae the aaid oorporetion M7 
doom expedi ent , in lit e manner aa tho aaid WilJJUU' B. ~. 10BN L. 
S'\'EP!Il!NS AND !miRY CHAIIIICEY can do under t he a aid Sl'Nlt • 

SIC. 8.- Tho &aid corporation ma:y borrow trom ttmo to t1mo euoh sum 
or auma ot <onoy a a may be neceeaar:y to complete oaid road, and tor the 
Other purpocoa authorized b;y th.ia act, 111 the Wbolo not oxoeed1ng tho 8IIOIIIR 
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or tho capital o~ook actual17 l~Ud 1n, e.Dd JIIIT 1ona ud 41oposo ot tbai>' 

bonds tor ~ OliiOUilt so bol"'''wad; aDd are borab7 authorized to II:Cl1:&e&• 

""Y pa.l't ot their corporate proparty ud pr1T1le&oa t o aocuro tho -llt ot 

1111ch bonds; md the aa1d d!Hctora ma,y contor oa tho bolclor ot lillY bolld 

t bO)' ~ loouo, tor 8DY -•1 ao bOl"'''wad, tbo rlabt to conTOrt tho principal 
due tbe~n lllto etoclc of tho aald corporatlola at ~ tl.ao not oxcaedlll& 

tin yoaro troa tho date of oald bolld , under auoh rejiii.UUooa ao tho di­

rectors &1¥ • •• tit to adopt; and tor oucb purpose, tho oaid corporat loa 
are autiiOrlzod to ucroaao Ha capital atock to tho OJIIOunt so borrowd, ....,_ 

nor tho poroolls, or lillY of tb•, to 11!10ll ouch 100118)' 1a duo, ahall al aot t o 
convert t be same lllto &took; but nothing herein contained obo.ll be oon-

otruod to authori ze an lncreuo of the capital atoclc ot taid comJMil\7 boyoll4 

tho sU!!l ct f 1 n m1ll1ona ct dollar e. 

Sfl:. 9.- ~ch and oney atoclcholdar ohall be 1nd1T1duall7 liable t o 

tho crodl tors ot said corporation, t or all debts tha~ -:r ba duo ad olfin& 
by said corporation, to tbotr laborer& md eervanta tor aorrtcoa porton~o4 , 

and for all other debts and 11ab1l1t1eo of tho said corporati on, to an 
a:liOUDt 8QU8l tO tho 8lll0\lllt Of etOCk hOld by him, uiitll hs ohall haTO paid 

In 1\111 tbe UIOunt ot sucb atoolt eo beld. But no atookholO.r ahall ba pur­

&anallY l!ftble for tho P")'lllant of OI>:T debt contracted b7 tho aald corpora­

:lo~ d>t cb Ia llCt to be pUd wUbiD one roar fro!> tho U.ao t ho debt Ia oon­

t ractod, nor unless a ouit for tho collection of such debt ohall be broU&)zt 

oaain3t eald corporation within one year after the debt aball bocone duo; 

and no suit ohall be bro~~&ht ecainst ~ otocltholder Ill laid corporation for 
GAy debt so contracted, unloaa the a&m4 shall be commencod within two year• 

!rom tbe time be ohall ban Cl llood to bo a etoclcholder In said corporation , 

nor until an e>:ocutlon e&alnet the corporation ohall han bean returned un­

oatiatlod In 11hole or In part. No parson holding etoclc In aald COIIJ>&1l1 •• 

exncutor, adainiatrator, auar4!en or truat .. , and no paroon holding web 

stock u collateral s ecurity, ohall be paraonallr eubject to OI>:T UabUI\r 

•• a stockholder or said compaay, but tbe person plo<lglll;l auch etoclt eball 

be considered ae holding the aaae, and s hall be liable a e a atockboldor 
accordingly, and t he estate ond tunda In tho banda of luoh executor, adaln-

1atrator, guardiu or tl'\lateo , ahall be liable 1D lUte manner and to tbl 

aw:e enent aa t he testator, or intest&'te, or the Wlll"d, or pera:on iDtueated 
In such fund, would han baan 1t he had ba«l ll T1ng and c011potct to act, 

and held t.be etoot 1n hie o'tlfll naae. .KY·•17 aucb executor, a4ainiatre.tor, 
guardi an or tl'\lotee, aball repras81lt tho obaHa or etoclc O>DOd by h1a •• 

ouch adll.lnietrator , auar41an or trustee, at all moetlnga ot the cOIDpany, and 

may vote aa " atocltholdor , and eTery pereon ple4g1ng hi e etock as arorooa14 

:ay in l!lco manner repraaant t ho oaao and Tote accordingly. 

SIC. 10.- 'l'h1s act ohall take effect t.oadiatal1. 
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All M::r to .-.4 tho Act aU tled • AA Act to 111-

corpOrah tho Pall.,.,. Railroad Coool)811T, • 
paued April 7, 1849. 

Paued April 1.2, 1855. 

~27 

The People or tho Stato or New York, ropr .. ented in 
Senate and Aea..,.bl:y do enaot ae tollowo: 

I 1.- It shall be lawful tor tho Panama Railroad Com~ 
to borro•, trom time t o time, in addition to t ho a.awnt 
liaited by tho act to 111eorpOrate aaid c-. paaaed 
April 7, 1849. such aua or auae ot .:mer aa &8¥ be neoeaear;r 
to c .. plete their road, and tor other purposes authorized by aa.id 
act; to iaauo and dispose ot their bonds tor tho roimburoo-
=ent ot 8DJ' aaount to be boJ'TOwed, or wbieh u.y haYe been 
borro'l<ed by them, and to !OOrt&aae ony part or their corporate 
property and pr1Tilogoo to aoeuro the J)&1lUnt ot eaid bonda; 
a.nd they 1101 eontor upOn the bolder or ony bond >ibieh they 
may eo 1esuo the right to connrt t ho principal represented 
thereby into the stock or said corporation , at any time 
not exceeding t1ve years trom tho dato or eaid bond, under 
such regulations as the direotora 1101 ••• tit to adopt , Wbon­
ovor ony person or poraona holding ony oueb bond shall elect 
to convert the aame into stook; and tor auob purpose . the aaid 
incorporation are hereby authori ... d to 111creuo their capital 
stock trom time to timo; eo, honTOr , t hat tho Whole capital 
or enid Company shall n.ot exceed the sum or anen millions or 
dollars, anything 111 said act to the contrary notwUhatandlng. 

I 2.- Thia act shall take affect s.-diatol:y. 
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PAHAXA RAIL ROAD 
COIIPAHY 

AIIINDID . 
BY..I.AIIS 

Corrected to 1&nuary 21, 1927. 

ARTICL! I 

Tho oloction for D1roctoro or th1o OOIIp<ID.y oball 
bo hold at tho office of tho Co-, 111 tho City or Row York, 
en t ho tiut lion~ ot April 1n oao.h yoor. 

Throe otockholdore ohell be oboe• by tho Board, at a 
procedl.n& uoting, to act ao Illo~otore. Tho polio oball be 
o~ed at noon, and continuo 0pe11 until two o ' clock 1n tho 
afternoon. 

tbo Board or D1roctore shall oone1et of thirtaan etook­
holdoro, tin ot wll011 ohall oonotituto a quo>'Uil tor the trans­
action or businoea at the meet1ns• or t ho Board. 

ARTICLE II 

The Oft ioora or this Col!lpaay a hall cone1at or a President, 
a V1co-Prea1dant, a Second V1co-Proa1dont, n Secretary and a 
Tree surer. 

The President, tho V1co-Proa1d ant , and tho Second Vica­
Pro•1dont ohell alW878. bo memboro of tho Board of Directors, 
and tho oa1d officers shell be elected by tho Board ann\IAlly 
Within oigbt ~· after tho election or tho Directors. Tho Toto 
ohell bo bJ ballot, and a ,...jority ot ell t ho a,.. bora ot tho 
8Gard ohall bo noooseary to a choice. 

In addition to tbo Officers before ..-, tho Board U1 tro;o 

t i:o t o Uao appoint additional ottioore, onstnooro and agcta 
ae t ho buoinooo ot tbo Coapany ~ require, and define their 
dutioo. 

Tho oa.lariea of tbo ooTorol offiooro ohell bo tlxed bJ tho 
llo&rd and no extra ollowonco or OOIIP01114t1on oball bo made, c­
oopt Witb t be approbation of tho Board. 

In caoe or any failure to hold 0111 elect i on tor otricoro, 
thos e in office shall bold their plaooo and bo lagelly qualified 
to aot, until an election ohell be hold. 
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nncu In. 

Tb.o dutioa of the Preaideot shall be, to preside at the 
!leetill8a, and to exerciae a general aupenieiOll over the affairs 
ot tho Compe.ey. He shall bave power to e&l.l •eetinge of the Di­
rectors at such time or times as be shall tbillk propsr, aDd it 
a hal! bo Ilia duty to call aucb meetings upon the wri ttan requisition 
ot two or more of the Directors, stating the object for wbich 
they wish ouch meetings convened, 

The Vice-President shall, in the absence or the President, 
exercise all or the powers and functions wbicb WJ.7 i n any way be 
del eg•ted to the President. 

The Second Vice-President shall reside on the Iet!Dus, and, 
in t ho! absonco of the Presi dent froa the Iatblous, eball exercise 
such dutiu of tho President ea relata to the operations of the 
Co::~ at tho Iatbaua. 

UriCLE IV. 

It shall be the duty of the SecretA17 to be pnnnt at the 
meetings of the Board, to keep a record of all ita proceedings, 
end to ente r the same i n the minute bookJ to send notices to the 
Directors of aU 01aatlngs wbich are to be held , and to attend 
to such other duties ae .a,y be directed by the President, or the 
Vice-President. 

UTICL! V • . 
It shall be the duty of the Treasurer to recoi vo and dia­

bW'!!e UDder the direction of the Board, all 110n07a belonging 
to t he Coapan7, and to keep regular and ~taMtic accoUDte or 
all euch recelpte and diaburseaente, and to ulta detailed reporte 
ot such receipte and diaburaeaenta to the D1reotora at oacb 
ate ted •••tiDe ot the Board. He ahall causa to be depoai ted 
all 11011e7a recehed by b1a for or on account of the Coapany, in 
such benk or benka aa the Board u;r select, or to Ml<e such die­
position ot the t~mda as the Board of D1rectora MY direct; and 
all depoaite in benka shall be entered in a boot in the usual way, 
to tho credit of the Co.pany. 

All checks and orders upon the funds . or the Cooapany shall be 
drawn on the bellk or ineti tutioll in which the money ot the Co11p&ll1 
II5Y be deposited, and such checks and ordenl shall bo aigned by the 
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President, tbe Vice-President, or in their abaonce tbo &aaiotant 
to V1co-Pr .. 1dont, aDd tbo Treuuer1 or b7 tho President, or Vice­
President, or in their abeence tho .laaiatent to Via.-J'reaidont, aDd 
the .lud1 torJ or in tbe absence ot tbe President, V1ce-Pree1dent aDd 
the .laaiatent to Vico-Preaident b7 the Treuurer aDd tbe .luditorJ and 
be drewn to tho order or the pertJ to whoa the p&yllent ia ade. 

llowenr, in caaee ot !)&11lent tor wace• due peraou in the .,._ 
plor ot the Co•p&DJ, the checks drawn 11p011 a apecial dopoai t in bank, 
called tbe Iet"tau Drert .lccount, oball be aicuct b7 o1 tbe.r one ot 
tbe tollowinc peraoaao Tbe Preeidont, the Vico-Preaidont or tbe 
Treuurer. 

Tbe Treaaurer eball re&iat.r all trenetora ot atoeb, aDd tor 
thla purpoao be aball U.p the aceo~mt o.t tbo atoclt ro&iatonocl aDd 
tranaCorred, in auch tom and .....,..r, aDd UDder euch rocul&tioaa u 
tba Board of Directors ~ f~ tiM to t1• praacribe, aDd be aball 
attend to euoh other duties u ..,. be deai~~>&tod b7 the Prooident 
or Vice-PreaidO.IIt. 

The Treasurer oball &lao keep the dhidond boob and roeord of 
boodo, attond to tbe !)&11l8nt ot d!Yidonda aDd intoreat .onay • . 

It a bell be the duty ot the General .lud.i tor to hevo charge of 
&lld audit all accounto ot tho Collp&DJ. 

ARI'ICLZ VI. - Repealed. 

ARI'ICLZ VII 

lll trenetora ot •toek aball be ado in the 1>1ual tom, b7 
tba atockholdora ai&DiD& in proper peraon or b7 attoma7, in a bock 
to bo proi*J'OCI aDd kept b)' the Tre&auror tor thet purpooo, a do~ 
tion of oala or transfer, settoin& tortb the n•ber ot abareo trena­
Co......S, the perooa to 10b011, and the tiM 10bon, the 14M are eo trena­
Cc......S; aDd at tbe tiM ot aucb transfer, the old eert1f1eatoa of the 
ahareo eo tranoternocl oball in all oaoeo be alll'rondored and cancelled, 
ODd a new certificate a ball be iaaued in Uou thereof. 

All cort1t1eatea 1asued aball be oipod b7 the Prelidont or tho 
Yice-.Proaidont, and the SecreterJ. 
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.l.RriCLI! Vlll 

'!'bore shall be held quarterl7 u otinge of tho Board or D1-
rect.ors, on the second !lendS)' in tbe •ontbe or rebruary, lla,:y, 
Ausust and Movo01bor in each :year • 

.1. full and COIIplete Statement or the affaire or the Company, 
showing tho result of operations for tho preceding tiocal :roar 
endinS Juno )Oth, oball be aubad tted to tho Board or Directors at 
&II¥ regular or epecial ••tillll beld attar August tirat . 

Di't'idonde 110:1 be declared at any meoti118 of tbe Board of 
Diroctore, stated or otherwise, payable at such U•• as the Boazd 
11'1 appoint. 

.l.RriCLI! II 

.lll boon and papers of the Coopan:r oball be at all tuea 
"""" to t.he inspection or the Board . or &n7 -her thereof • 

be l 

.I.RriCL! I 

The order or proceedings at tbe aeet1118e or the Board shall 

Firat - Reed1118 of the lli.nutes. 

Second- Reporte of the Sta.ndillll Colllli t tee. 

Third - Reporte or Select Colldllit.teea. 

fourth- llieeellsneoua BuaiJ>Oss • 

.l.RriCLI! II • 

!heoe S,.-Lo.ws aay be qended at. any :oeetiDS ot t be Board, 
provided ouch uendloent shall hove been pre't'ioua~ bollded to the 
Proaidont or Vice-President i n wri t1.118, and t bat a aaJori t7 of all 
the •eabore or the . Board consent tbereto. 
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SI!P 8 1938 

• • • • *the tollowiAg ia a brief h1ato17 ot tbe rua.. 1'4111"014 Compaq• 

The rua.. Railroad c-p&DJ •aa 1Dcorporated UDder tbe lan 

of the Stat& of llew Yort b7 an .let puaad "" .lprU 71 1849, tbet gave 

it peraiaaioD to COOlltruct and ainta1D a raJ.lroe;d a croaa tbe I att.ua 

ot p.....,.., .ttb all convenl.ent build1118S1 fixtures , aochinery, etc . , 

UDder tho gn.Jit ll&de by the Republic of !low Gr&Dada to Ylilllaa H. Asp1Dwoll, 

lohn L, Stephens, and Henry CbaUI10e7 J to purcbose and na'figate steu 

or oeJ.l1118 vesaela in connection w1 th the Road J and to purcbaoe all tbe 

right• , pri'filegea, and 1Jo:Dilllit1es tbat bod been gn.lltad by the l!epu.bllc 

ot !lew Granada to aaid Aap1D...U, Stephens, and Cba1111cey. 

Purcbue or thia conceaaion waa effected, and a contract ns 

•ntered 1Dto betwoan tbe Panaaa Hailn>ad c-p&DJ and tbe llopubllc ot 

New Granade b)' which tba Coape1>7 ns given tbe exclualve right to 
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co111truct and operat. a ra1lroed acroae the lothaua ct '--· !be 

construction ••• becw> in 1850 and coapletecl 1n 18SS. Tbe P'l'ench 

Canal Co~pM,Y secured control or tho Pan&~~& Ral.lroa4 CollpAIIT in 1881, 

••d ownership or the ra1lroa4 and a1l ot 1 ta rights and boJ.dings caae 

into the lw>da of the 11!11 ted States Govern:HI1t in 1904 aa pert ot the 

purch:loo or the P&ll&l:l& Canal. rou.t.e and a ssoci a t.ed propert7. Tbe Cc• 

pollJ' is opemtecl b)' a board of directors appo1nt.ed b)' the Secretary 

or rsr, wbo bolda a1l the stock except the qu.allt)1.ng ehe:res or the 

directors. Tbe Governor ot Tbe Panaoa Conal 1a President ot the 

p...,..,. Ral.lroed Co•~· 

In 1851 the CompeDJ' began the operation ot a line of sa.iling 

vessels between New York and i te Atlantic t.eradnal, then eellod Aspin­

.,.n, &nd also between its Pacific teradnal to Central America and 

Mexico end later to California . It has eince operated ocean service on 

the Atlantic and Pacific coaste in connection w1 tb its railroad t.eradnals, 

or provided tor au.ch service b)' centro eta w1 tb other coape.nies. '!'be 

prucnt s to....,bip service or the Colllp8.:17 between Hew York ~ the Canal 

2ofte QS inaucur&t.ed in 189.3 with Yeesela or .l.,erica.n regiaUT, . and 

baa been in continuou.s existence tor tortT-tive 7aar1. 

The Coapeny is now opersting two steaatre or approxi.atel3 

9,6oo grou tons and two of 2,6o0 gross to111 between New York and 

Cristobal, via Port au. Prince, Haiti; the t wo larger veaeele ceTr1 

possengero as well as cargo. C.....ercial carco 1a handled at conference 
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tariff rates but the princip&l utility of tbe Una 1a in tbe carriage 

of supplies to tbe Panama Canal. &lld Pllll80IIl Pailroad activities on tbe 

Ist~WJ and i o tra.osportiug employees of the two organizetious between 

tho Cru1al :lone An4 tbe United States; in fact, the line is consi dered 

a necessary adjunct to the Canal. operations through ita CurnJ.eh1ug 

econollic&l and reliable tnuusportation for the Governu nt end its ea-

ployoo3 . 'l'hreo new pauenger-cargo vessel& are being coDStructecl at 

:Uncy, llaaaachusette, to replace the ateaser.s now i n service. 

The p..,..,... Railrosd Co:apany baa o;>Cratecl a -•s&r7 divi­

sion for ita a:~~ployeea since 1849 &lld when the UnJ. ted States Gover=ent 

ac.pirod the Canal Zone the division wss enlarged to include the sale 

of foods tuffs, clothing, household supplies, etc., to tbe Canal. e:.ployeee 

and to othor United States Government forces on the Isthmus. A further 

oxtendon • •s l ate r 10ade to per:nit tho Curniehing of necessary supplies 

to vessels tra.oei Ung t he Canal or calli ng at 1 te ports . This d1 vision 

""" e;abrecee the operation of so-called wholesale warehouses, bakery, 

S&\IMiO factory, abattoir, ice cre&JO plant, induetri&l laboratory, etc., 

a..e cUstrib11Uon &lld sale through ret&ll storee in the princip&l Canal 

Zoae t.owe. 

The Pan&.1la Canal. Act of August 24, 1912, a uthorized the 

President to •eetablieh, aintein, and operata, through the Panua 

P.a.llro•d Coapany or ot herwise , dry docks , repe.ir shops, yardo, docks • 

•'11rVes , war-houses, storehousos , and other necessary racili tiee and 
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app\ll'teiWIC&a tor the purpoee ot prol'idi!lg coal and otbe'r •tariala, 

labor, 'Mipeira and auppliaa tor <reaaela ot the Clo'ran~Mt~t ot tbe 0ru tad 

States 8D4, l.lleidentallT, tor auppqibg such at raaaoaabla prieea to 

puai llif veaaela.• tlader t b1a prol'iaion, aDd dWI to tba OWDerahip ot 

all 1eD4 in the CaDal. Zoae b)' the Ulli tad state a w1 tb tbe raaul ta!lt lact 

ot reliable printa organbat1ona, the Panua Bauro&d C011paey operates 

varioua act1v1 tiea whicb would be conductad 1>7 printa co•palliea l.ll tbe 

ual&l rea1dent1al and buaineee eo..unit1ea. 

In addition to tbe operation ot tbe rallroa4 propar, tbe 

ateaaeb1p ll.lle, and the eo.iaa&r7 Dil'iaion, the bual.llea• aetintiee 

ot tho Panua Railroad COilpaey i ncl ude the opera t1o11 and KintoMIIce 

Of harbor tominals wi tb the transfer and StaYedOriJII Of e&r£0J be&­

gsgo tr~Mt'er; coaling plenta; Ct.Dal Zone tolepbono o)'atom; botoll 

Tivoli and Waab1ngton; plentat1one; cattle 11>duatr)'J dalr)'l and the 

leaa1"8 or lots and nmtal ot buildi~~Sa on land owned b;r tbe railroad 

in tba c1Uoa ot ~ and ColoD. 

136 

-

Regraded Unclassified



Secretary or State, 

Waeh1ngton. 

294, September 4, noon, 

Rio de Janeiro 

Dated September 4, 1939 

Rec'd 12:4~ p , m, 

_3 7 

The Director or Exchange ie taking atepe to liquidate 

the Bank or Brazil ' s position in German compeneation 

marks which amounts to approximately 6,500,000 oom­

pensation marke , The director atatee that unpaid 

German import obligations amount to 1•,ooo,ooo,ooo 
compensation marlta. He will intorm German Commercial 

Attache today or the decision or the Bank or Brazil, 

CW'I'EIIr 
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P.&RAPSBAB or !ELI:GlWI RECKin» 

1'110M1 Alle r1oan Ellbaaa7, IU.o de Janeiro 

DATEI Septeaber 4, 1 P••• 

NO. I 296 

Emergency eoonom1o and exchange measure• to be 

submitted tod&J to the Minister ot P'inanoe kaYe ~een 

drafted b7 the Director ot Exchange. The latter's 

recommendation• include: the .. tabllehaent ot an ex­

port and 1llport ooaaleeion to regulate f oreign trade; 

subJecting all 1llporta to prior peralta, to be 1esued 

111' the t1aoal1zat1on department ot the Bank ot Brazil; 

eetablish1Df import ol.assitioatione wbloh the Bank ie 

nov preparing and wbloh vould taYOr impolll'tat1on ot 

•eeeential products • and rav materials; authorizing 

the Bank ot Brazil. to exero1ee complete control over 

exchange operations. The Director ot Exchange eontea­

platee a plan vhloh vould permit the Bank of Brazil to 

allocate exchange in accord v1th the ola .. itioations of 

i.aporte. Pera1se1on vould be granted to the commercial 

banke to buy export billa and to eell exchange tor their 

ovn collections at ratee wbloh the Bank of Brazil vould 

eetablieh tor both. 

E.\:P'L:MSG 

-
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• 

/ 
I, 

I , 

hl~ .,.,waatloa ,..,, .. Kr. Raeee 
aliA .U.lataat s-u.,. of S\ate, 0eo1p 
Mte•trel»- ~s'rt 4, n17 - 12 115 P.w. 

l tooortol\h l J.lr. SMn\aJ7 I .. -.deftDC I f It would 'be po .. l'ble 
for our CbnJop 41 .t.lfaln 111 hrlla to 'boi'I'OW '"­••rrt- of "'-~ a\atf t\a\1- "'-· 
t n •1.., of tha faot \"-\ your e\att hu ,.....,. l ttUa 
\o clo at pna .. t , and Ill ll&M of our lllc ..... e4 &lUH 
halpl ll& to clM'I' llrl\hh And "'Hneh atfalrt \ h- . ,.. 
WDuld carte.llllT &!'pNOia\a )'Our help '1'&'1'7 811Ch. 

F.anell t \htnll: it ._.sa like a Y&l7 fine ldaa, aDd I will 
clear l\ vUh tha Saore\&'1'7 a t cnaa aDd call fOil 
baG!<. l!ov - - clo va h#Y& etatlcoae4 "'-"' 

osurut \hi Tou h&Ya flY& or olz - • KaJ, Foz , Wolf' a , Gr i ebel, 
Brow, ate. Of ooona, vo ,.,uld be perfaoU7 

vUlJ.nc to nleoae "'"• - baolt to you " ' P"'V 
U ma. 
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113 S'i'J::PS TO MEE'l' SITUATIONS 
CREA'l"'..D BY EUROPEAN WAR 

September 4, 1939. 
4 : 10 P• IDe 

Proaent : 

E. ·• . Jr: 

~&3ton : 

B. !J . Jr: 

Jan t on: 

a.:.! . Jr: 

llr. Hanea 
llr, Gaaton 
Mr. Foley 
Mrs Klotz 
L!r, McReynolds 
Mr. Bell 
Mr . Tietjens (a short while) 

The til's t thing that we 1 re goiric to do 1a, 
we • re going to buy the Normandie and the 
Queen lo!ary . 

I h eard of that idea. 

Did you hear i t? When did you hear about itT 

I heard it up 1n Salem. 

(On phone) Hello. (Converaation with Admiral 
l'lnesche follows:) 

... 
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O!>erc.tor: 

n;:J r: 

A(bl l•al 
::c.eoo~te : 

;:::Jr : 

··­.. . 

.. . 

... Jr: 

.. . 
·::.Jr: 

u: 

.. . 

Hello. 

Admiral \laeaohe. Go ahead. 

Hello. 

Hello, Hr. Secretary. 

Admiral •••••• 

Yes, air. 

Septe~ber 4, ~939 
4:10 p . a . 

• ••••. ah - - ~~ t h i ngs. This is advance not i ce. 
The ?resident want s two or the Caapbell trans­
cut t er s to aoooopAny t !1e Navy on special patrol 
to leave 1n about twenty-tour hours . I 1o g1V1 ng 
you notice . They -- t hey ' l l be coi ng up to cover 
t he ocean lanes. 

Ah - - that ' s -- that's, of course , here on t he eas t 
oons t , t he ocean lane be t1:een here and •....• 

. . . . . . and Europe . 

• • • 0 •• -- north Atlantic coast lane • 

The y a re to accompnny t~1o destroyers . 

They a r e to accoopany two destroyers • 

Yeah. 

On t he north Atl~,tlo lanes. 

Yec..'> . 

Ah - - 1mo -- uho >Jill t hey re'?ort to? 

1/ell, you ' ll get -- I ' m getting a letter from the 
Acting Secretar y or t he Navy-it >1111 come t hroueh. 

Yo~ , sir. 

And I 'll send 1t to you. They report to the Navy. 

Yes, air • 
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!l::Jr: 

··. " . 

:::Jr: 

:::Jr : 

t: : 

- 2 - :42 

Th1o lo the vay t hey are goi ng t o vork for the time 
bei ng. I mean, they'll get a speci al re~uest and 
you'll vork ror t he Navy on special ass1gnoent . 

I see. 

And then ge t -- I mean, hllve your cutt er s ready. 
And t hen be here a t five o ' clock. And -- with t his 
in mind, >~e may buy t he Norm~tndl e and the Queen 
J.!ary, and if we do 11e -- t:e may wnnt Co~tst Guard 
t o oan t h em. 

I sec . 

·But don ' t tal£ a bout t hnt t o llnybody , just be 
turnins 1t over in your own oi nd , unless t here 's 
so~ebody 1n your of'flce t hat you vant t o discuss 
1t ulth . 

Yeah . All right, olr. 1 111 be in your office at 
t1ve o ' clock? 

Plellse . 

All righ t , sir . 

Thonl: you . 
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H,)!, Jr: 

Gaston: 

Kl ot z : 

s. "J, Jr : 

Gaston: 

s . :1. Jr: 

Fohy : 

H. !i •. Jr: 

VA3ton : 

hanes: 

H . :~ . Jr: 

!'ol ey: 

- 2 -

You know, the amusing thing - when I made the 
suggestion, the President said , "That ' s the 
tunn1est thin§• " He said, "I thou(lh t of that 
two days ago. 

I call that fUttn1 , too. 

Tha t 1 s lovely. 

He said , "You know, it 'a the queeres t t h ing, 
Henry and I got simultaneously the same idea 
two t housand m11es apart.• He was in good form . 

They may not 11ke t he kind or money we offer. 

Well, we're going t o have t hsm come in here . 

I haven't had a chance t o r ead t his ( memorandum 
f rom Foley) . I'm just t ak1.ng i t f or granted 
we can do it. Have you shown i t to the Attorney 
General, or isn't that necessary? 

No. I suppose 1t would be - we 'll have to start 
with the L!arit1me Commission and then we may have 
t o bring the RFC into it for financing. 

Well, what I ' m planning, Johnny - and everybody 
talk up; I 111 f eed th is stuff to you - a t 5 : 00 
o 'clock. ... I asked Secre tary Hull wb= I should 
wor k with, and he gave me throe names, s tarting 
with Judge lo!oore . So I 1:>1 aoking Judge lloore to 
be here - and Land - a t five, whi ch gives u.s 
half an hour to t alk abou t it. Then a t f i ve thirty 
I 111 have Lord Lo t.lrlan and this fellow - what' s his 
name - the French Ambassador . 

Sa int - Quentin. 

Saint-Quentin. 

Yes . So we 1 ve got half s.n hour. Now, have you 
got any suggestions who olne should be here? I •ve 
got V/aesche here at five , Judge Moore here at f i ve , 
and Admiral Land here at t1 ve . 

The Admiral might want to bring h is General Counsel , 
Carl Farbach. 

-
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Foley: 

: .:; , Jr: 

1'...:1: 

0 1 ·r ~ 
-"'~ . 

~ · . ' -. 

' . . . 
ston: 

n.:·.Jr: 

~-

- 3 -

Pal'don? 

Carl Far bach i s h ia nnme , 

All r1(>ht . 

Can 1 t l.iar1 time Com:n1ss1on buy them? 

!lo, not d i rect , They can onl y buy under cer t a in 
circnns t ances vess e ls of American c 1 t 1z.ens , so wo I ve 
cot to get this Li t l e to an American corporation 
before t hey coul:l. roqui a ition to purcha s e the ship. 

(On phone) Hello . - - f.'hero 1s he? - - llo , I eo.n 1 t 
wa1 t at all. The sm:~e on Judea :!oore . 

:·:e cou l d u se the old Dol l ar Line , whi ch is now 
the American Presidents Line , and ~?C could g i ve 
then credit, you see , and they could purchase the 
boa t unde r an arrnnt;;el:lent r.he roby a pu.- chase pri ce 
would be appli ed on nccount of the war d ebt or 
the French Government , ancl t hon the :lFC '"ould take 
a rtOl'tgnge on the boat ao security for i ts loan, 

Swell . 

Am\ then when tho President proclaims as a nationa l 
<.iefense measure tba t 1 t 1a necessary to tal'e over 
vesse l s of our citizens , t he l!aritlne Coc,Ussion 
wou ld buy the boat from the Aneri ean Presiden~s 
L1:"1e and we 1 ::1 pay tlte ru-·c. 

Swoll . Sounds perfect to me . 

\'.i11 the l aw per>:1it us to chanc;o re<;1stry on the 
shi p bought in tl:w. t way? 

I t hink so , 

I don 1 t know why not . 

(On phone) Hello . ( Con versa tlon r:1th Admi:rnl Land 
follows : ) 
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Hl!Jr: 

Operat or: 

l!HJr: 
Admiral 
Emory s. 
Land: 

Hr.Jr: 

L: 

rl!Jr: 

L: 

:-::Jr: 
L: 

L: 

Hello. 

.Admlral. Land. 

Hello. 

!-P~r 4, 1939 
.. 116 P•• • 

Hello. This is Land, Mr. Secretary. 

How are :rout 

Fine, thank :you, 

Good ! 

Aa muoh as you .2.!!!! be. 

Jerr7 Land •.••. 

Yea, air • 

•• • ••• triple secret-- ah -- i n having lunch with 
t he President, I made the euggeation tha t we buy 
t he Normandie and the Queen l~ar:r and he likes the, 
i dea. 

so do I. 

~·Jr: So if you'll be here at tive -- I ' m having J udge 
Moore, who !~. Hull assigned to' t his, a.nd we ' ve 
got a plan how to do it. 

L: 

~!Jr : 

L: 

Hl!Jr: 

L: 

I!MJr: 

L: 

Yee, air. 

And I ' ll -- I'll send it over with a messenger to 
you if :you want me to ao you can read i t in advance. 

Well that's all right; I'd come over there a little 
earl:y. 

Vell • • •• • 

Over at your ottioet 

Vell , the trouble ia - - ah -- I - - I won't be read:y. 

Oh, I Me. 
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() ll''J~ · ... . . 

L: 

;-:;~Jr: 

L: 

::.Jr : 

. -· 
- .. 

"· : 

-· 
-~ ~"·r : 

-· 

c "'Jr: 

L: 
. , 

Jr: 

L: 

-·-l' : 

-. 
... . . ,.. . -. . . 
L: 

........ r : 

-· 
....... .... r : 

L: 

' 

- 2 -

\/ell , I 1 f1 allowing a halt 11n hour rro:n the t1ce 
t hat youHcooe end t he time the two Ambassadors 
come . 

Yes . 

Or 1f -- 1t you tlllnt to come earlier you can go to 
Herbert Gaston ' s office . 

Gas ton ' s? 

Herbert Gaston. 

Yes • 

As&1stant Secretary. 

Yes. 

See? ::e' ve got n plan . 

All ri:ht. 

0 . K. ? 

At five o ' clock . ...• 

Yec.h. 

•• • •• a t your off ice and a t Gaston ' s a l i t t l e ee~lier. 

Ye s . 

0 . r. . 
::;i gh to . 

I ' ll be t tere • 

And listen ••• . • 

Yeo. 

You bett er - - you mi ght - - it ' s pret ty legal. Do 
you Wt\nt to brinG you1• General Counsel or ere you a 
sen-going lawyer? 

llo , I t hink I ' d better bring - - I 'd better bring m:r 
General Counsel or somebody with -- I ' ll bring l·!a.x 
Truitt probabl y becauoe he wa n General Counsel and 
he' s al so - - knot:s all about this s how. 

Regraded Unclassified



L: 

;n:J r: 

L: 

L: 

- 3 -
147 

Well, I -- I ' m using lavyera and I ' m Just dropping 
the hint t hat you mi ght need one. 

o. x. 
Thank you. 

Thank you very muoh. 

Oood bye . 

Good bye , sir. 
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~dl : 

. cl ey : 

ell : 

i ol oy : 

!..e l l : 

• • .!r: 

Good stuff . 

Strictly in t he room here , emonGOt the fami l y 
I sai d to !.!r. Hull, "Now, Cordell , would you 

1 

r.tind advising me •••• " You ' ll en j o;T this , 
11

• , • • should I call up Bulli t t .... " !low, this 
is very much i n the family , 11 

.. .. Dt•.lli tt on 
tho phone , and Kennedy , and ask them to d o this 
th i ng?" 

lle sai d - I oU[,htn ' t to SGY i t - well , I 'll 
r epeat it - "l.ell, Dullitt wi ll eet a coupl e of 
drinks ~n him and he 'll toll everybody , and 
henned::; will cla.lm all tho credi t , If you want 
to keep i t ell 1n y cur own hands , I ' d use the 
Anbassedors 1n \.esh1ngton. " 

So I said, "Cordell on f oroicn a~fairs I alnays 
follow your advice.~ 

Uon ' t ;;ou l ove i t I 'l'he old rox l \'lha t ? 

( Hearty lnut;h te r) 

Dnn, do you know ho~< much money the r:nritime 
Conuni ssion has got now to purchtlso ships? They 
mny have to have an addi t i onnl.appropr1at1qn 
finally to ~t the title over into t he !~ritice 
Conoission and take the last stop; but I suppoce 
that ' s one of the thlJ,t::> they ' 11 ask Congrezs to 
do if they 1 re called in se,.ciOI'\ to t•evi se t.he 
!:eu trAli ty Latt , 

As I recall, they had about 80 million las t year 
and t hey bot anot her 110 mill i on this year • 

',/ell , they 've got plenty of money , 

Eut t h at may be all oblicated ; that ' s t he troubl e . 

\'/ell, t hey may be nbl e to f r eeze t 1·one encu:nbr ances 
for n thine 11lce t l".is . 

!Iicht be able to t;O nhend nnd b\ty t his and then 
ce t more money, whe n Coneres s oo:::os in, r or their 
other obligations, 

(On phone) Hello. - - Oh, gosh I l lell , 1f he isn 1 
t 

there , g ive ce !.!r . Graj· 1n !~r . :!ull ' s offi ce . GraJ . 
Qi ve oe Gr ay. 
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Banes : 

Jl . !.l . Jra 

Pol ey: 

P. . !j.Jr: 

- s -

Ian' t Judge Koore 1nt 

He 1an1t 1n his office , He had a list on the 
thi.n8 - gave me a l i sta loloore , Hackworth, Fe ie . 
So I a sked for Hackworth. 

Hackworth i s over there, 

!49 

This is run. But the President - they've got 
noth1n& to do to help these people - the Americana. 
Then I -de the auggeat1on that when we get through 
with this , go down - put it on a South American 
Line run. 

(On phone) Bello. (Conversation with Nr. Gray, 
of Mr. Hull ' s office , follows:) 
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:-r Jr: 

:Pr! l .. . 
c ~l!"·· · 

~: 

C: 

.. "'1"• •.. 

~ : 

·: .:r: 

G: 

t."" ~Jr : 

Hello. 

H~. G~ay . 

Hollo. 

Go ohcnd. 

Septecbe~ 4 , 1339 
IJ :21 p . tl . 

~ello , !:~. Sec~eta~y . I t' s ve~y nice t o hee~ you~ 
voice the~ asa1n, si~ •••..•• 

Fine , how a~e :·ou? 

...... :tnd !:no·~ :;-ou' :re bao}~ . 

: ~. G~ey , ! went a l i ttle help. 

Yeo, slr. 

At Cabinet t he question oame up a~out t ak1ns up a 
ce~tn1n me. tte~ in ~esa~d to t ho ilomand1e . 

Yes , s1~. 

And !!~ . Hull -- I aslted hi m to aos i : n sonebody to 
oo and he put on a piece or paper t he n~~es ot 
I!oorc, Hacl:\lorth and F'elo . I can't reach !-:core, 
so it -- we 're hav1n~ a meotlns a t t he office a t 
five •..... 

At :" ive • 

I t's largely legal so if l:r . liaolmorth coul d be 
here l t wo~d be f ine. 

Rlc;h t , s lr. 

::ow, at tlve t l"llrty I'd like you to call u:_, -- and 
I -- I ' d l i ke to have t he Br iti eh Anbassador and 
t he French ~~bassador come to my of fice . 

All rl st>t, sir. 

!SO 

-

And I' ll tell you wha t t~ i r. l s about oo thct you know. 

Yeo, air. I don ' t know. 
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• :!:.Jr: 
t': 

:~:Jr : 

.. Jr : 

:'Jr : 

V: 

~ = 

- 2 - 151 

l:ell, I'm g oi ng to tell you IUld l!r , Hul l can con: i rm 
i t . \1e 1 re talking e.bou t buyi ng t he tlormand1e and 
t he Quee n Hary. 

Yea , oir. 

And 1t' s agai nst -- credited na a 1ns t ttar debts and 
that ' s w~y I' m handl i ne it. 

All rian t , sit' . I' m to s ay not hlnc; t o t hem, nat urally, 
about t:1cF-t it 1 s about . 

I t h i nk no t. 

Ri ght , air . :•11 .. .•• 

I' t. l i ke -- I 1 d like !:oore o r :'acltworth here at f1 ve 
and the British and Fr ench Acbasoadors a t fi ve t~!rtJ 
o • clock. 

That's t hi s afternoon? 

Thi s a fter ..... 

Ri .. ht, sir. I'll cal l your oi'ficc back and conf i rm 
all t h eoo a?po1n tpento. 

\."i ll ;rou call Y.1 eley? 

I ' l l do that , sir. 

':'hank you . 

You 1 re t:eleo:1e , sir. 
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E.onos : 

t:. I: . Jr : 

71e tjen3 : 

H. U. Jr: 

Hnno3: 

E. l.:. Jr : 

f cloy: 

=:.. :.!. Jr : 

Foloy : 

P. . L: . Jr: 

Poley: 

E. t.:.. Jr: 

- 6 -

Yea . 

Got any otho~ i doaaT 

Yea . Now, that takes ca~e of you (Tietjena) , 
young fellow. flo 111 excuse you , 

All right , sir. 

(Ti etjena leaves) 

Vloll, 1n the f i rst place , the President oaid be 

was very much pl eased the way you (Ranoa) carried 
on. 

Thanks . 

And he said the Treasury was in tine shape and 

there -a n othing to wo~ry about ao far aa tha 
~easury was concerned. 

Now, he said he wants t ho l i st of powers under the 
National Emer gency Proclamation, end told the 

152 

AG to gat bu8y and consult wi th llull a nd me . Ha 
turned to me a nd said, "l'lell , Henry ought to know 
moo t about thi s , because ao much o f i t 1a f1nnnc1al." 

llow, l et me just see h are - I take it you people 
have got that ready , haven ' t you? 

IJost of 1 t , yea . 

Huh? 

Yea , 

Well, wha t I ' d like t o have is what part concerns 

me . 

That ' s largely the message , John , that you and 
Hull and tho AG submitted to t he Pres i dent . 

In r egaN to the Normandie, tha President said 
he had the same i dea two days ago , but he th0U£):1t 
of paying 1n cash in order that t hey could use 
t he monoy 1n turn to buy mun1 t i ona . And I said , 
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?oley: 

E. ~ . Jr : 

Foley : 

Coston: 

H . i~ . Jr: 

Fol ey : 

l! . L~. Jr : 

l!anes : 

R. t!, Jr: 

Klotz : 

H. IJ. Jr: 

Klotz : 

H, IJ, Jr: 

- 7 -

well , that wasn't ~ idea, because I thought of 
doing it on a credit baaia, and i f we paid them -
if they got the cash from the Government , they'd 
have to pay us anyway right back on the war debt , 
There waa a lot of discussion about the th ing 
and everybody agreed it would be a swell idea 1t 
we could do it. Then I made the suggestion that 
Y.'ben we were through we could ei thor use it on the 
South American run or, if worst crune to •1or at •• •• 

Just t ie her up . 

No , i f worst came to worst , aa a transport. 

l'iell, that wou.ld be later. 

The President said tha t t he Levie than paid for 
i tself ten times over. 

As a transport . 

Ao a transport . 

I ¥las thinking she might be quite a liability to 
tho American Presid ents Line until such time as 
she was requisi tioned. She ' s awfully expensive to 
run. 

>:en , and then the other thing which I don't quite 
understand - i t seems tha t Sumner Vlel les had an 
id ea of a Tripartite Agreement for the twenty- one 
La t in American countries. Do :rou know anything 
about ~hat , John? 

No. 

And the Presi dent auggeated that the Treasury 
should get busy and bea d the Committee and should 
also consult State, Agricul ture a.nd Commerce. 

And whof 

Commerce Department. 

Commerce. 

Now, I want a memorandum on that. I don't think 
we ' ll do anything on that today. 

153 
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J:lMOS I 

H. !l. J r : 

Ennea: 

H.l . Jr : 

::a:Jton: 

!: • .. • Jr: 

~nston : 

i-~ . J.:. Jr : 

~nston : 

B.:.:. Jr : 

Cnston: 

E. r: . Jr: 

Caston: 

- 8 -

That didn ' t have anything to do with the Guatemala 
conference, di d i t t 

No. 

Something totally di fferent? 

Yea . 

Vlho ' s l ook1ng after Coas t Guardt 

',;ell ., I have been more or leao. 

Ylell, will you tell them the t 1t 1 s all right for 
them to br1ng their - r:aesche said he could put 
on another thousand oen if be cot the authority. 

Yes , that' s what I suppose •• • , 

The President sai d , "Do it at once ." 

I 'll tell him right away. 

"Uo i t at once ." 

And in the future , Mac, nny orders for Coas t Guard 
shell not be executive ordera but shall be mili tary 
orders - that you want the President to s i gn. 

0 . K. 

That goes for the Artr1;1 and !lavy, too. If you ' re 
over et t he Yfuite House, you'll want to know that. 

Mili tary orders . 

For Arrey , lle.vy e.n.d Coast Guard. 

They ' re not trying to move in on us and have Navy 
take over Coas t Guard , oro they? 

Oh , Herbert , I woul dn ' t worry about it. For the 
time being he wnnts two cutters - he asked f or 
two cutters ; and they're detailed to cooperate 
with two des troyers . 

Yes . 
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I boneatl7 don't teel it's important, 

No. 

I moan it'a one of those things wbi ob - I juat 
don ' t think i t' a important. I mean in times 
like th1a , I mean he ' a asking me tor two cutters 
to be aaaigned to the Navy; I give them to him, 
and they then go under Navy orders. And tba t ' a 
the way be's going to work, 

Perfeot, yea. 

I mean they ' re going to control the passenger 
lanet. 

Well , I think that's sensible, 

That 's sensible . 

Normal thing tor Coast Goo.rd to do. Lluob better 
to d o it that way, by special detail , than to 
take them all over. 

I think that ' s tho simple answer. ~~en they're 
called on to coopera te with No.vy on Navy functions, 
then they're under Navy ordera . 

I'm not going to fight tor Coast Guard. I think 
it 1a - on a thing like this , it ' s perfectly 
sensible, 

And, Kac , I'd lJ..ke to get out an executi ve order 
by tbe Treasury putting Secret Service under 
Gaston. 

Secr et Service. 

Yea . 

0. K. 

It •a under nobody now. Don ' t you think so, Jo~T 

llh-buh. 

ftbatt It's a loose end, 

155 
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Fine , 

And t h en the Pres i dent aaid , "Talte a tip f r om me 1 
don ' t l et anybody p\tt you on the Council for 
National Defense ." He said, "That ' s just a s tudy 
group ," 

\'/e 1 re not on it anyway, 

That 1 S Whn t I told him, 

And then he sai d for the time being we ought to 
confine our financins to b ills and notes , and se.ye 
bonds t or a patriotic appeal , Well, I didn ' t 
argue , I told you I wouldn ' t . He said - well , 
ho said, "I'll tell you how good I've been. I've 
even consulted Tom Lamont on it. " 

I didn ' t make any co~nt . I mean there wasn ' t ­
aa fl\l' as I knew, the matter 1an't up now. Vie 1 ve 
got all the money flO need , and for one year we ' ve 
been 1n shape t o sk ip any three mon ths we v:anted 
to , The Treasur y i s in shape , The questi on isn' t 
up . 

I don ' t thi nk you ' d have any trouble about su'bscrip­
tiona to .... ( s everal v:o!'ds not undo re tood) • 

It ' a not up , but: I mean; we 'll aee . 

I wish , ~c, I reall y - God , I coul d uae you ln a 
milli on ways - I wish we coul d find out mother 
you ' re so1n& to be here or not. 

I don ' t know. I ' 11 know tomorrow. I t alked to 
t hem today . 

And, oh, they tal ked a lot abou t h ow the war was 
going on, and Artlf! claims that France , Engl and and 
Poland have more , considerabl y mot•o f irst- l i ne 
planes t han Germany has . Tho Presi dent questioned 
them, but t he Artlf! said they w& l'O qui te sure about 
it . 

I aee the Germans and British were fee linG each other 
out l ast n i eht, with British f l i chte into German 
territory and German f lighta a croa a t he Channel -
apparentl y reconnaissance fli ghta . 
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And I f~nd the President in excellent mental 
condition. He's got a terrible cold. He 's 
suffering terribly from sinus. But he seems 
to have a - he 's got a whole organization chart 
on the group that he wants to have v~rk. And 
ao near as I remember i t , what he's going to 
have , for instance, is a man to see that there 
is enough labor for i ndustry, a man to see that 
there is enough labor for agriculture, a man to 
watch prices, that sort of thing, a man to watch 
transportation. Inci dentally, I showed h1m this 
list and he okayed it. I 1 vo asked the people 
to oome down tomorrow morning to talk thinss 
over, at nine thirty. So will you (IIanes) hold 
nine thirty. 

Yea. 

You, too , Herbert. 

And he talked t he thing over and then he said 
there i s this fellow Forrea ta1 and he said, "If 
you're going to bring the group down, I ' d like 
t o have you have Forrester. What fort Well , 
just to have him down thoro with you. 11 

I haven't been able to get him ye t . I've been 
trying to get h1m on the phone. 

_57 

But the way I tool, for tho benefit or all of you -
I'm noin6 to try to do this - I want to live through 
this thing, 1f I can, and I ' m going to have more 
help than I need at the beg inning. And e ven i f 
these fellows have jus t got to sit around and 
twirl thei r thumbs - but take t he thing like lining 
up twenty- one South Ame r i can 1•epublics; "'ell, one 
or these fellor.s can take hold or that. There 
are all these extra thing a that will be tllrown 
at us which have nothing to do with t he r egular 
Treasury work. But I'm just not - I can't do i t . 
I mean I'm going to - l'vo been at 1t for seven 
years , a.nd four years in Albony; I can ' t do it. 

(Kieley hands noto to Secretary) 

Thank you. Hackworth, io itt 
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And as I say, the i dea that I h&ve as tar as 
Ri otler and Stewart and Viner are concerned -
I 'm going to put them in a room •• • • Rave you 
got these rooms, uaot 

The Bud{;et Bureau 1s still in them, 

Wha t? 

The Budget Bureau is still in them. 

l.lac , I don 1 t care about the Budget . 

'1'hey 1 re moving. 

They're moving. 

They were moving this week- end. 

\'/el l . .. • 

The s turt has been over there . 

\lell , ge t these people out. 

I pr01:11sed the Whi te Rouse today that l ' d see the 
oove was comple ted tot10r row. 

::sa 

Well, get these people out. You take Viner and 
Rioter and Stewart ; I want to give them each a 
room, and they ' re just thoro to thlnk, !iow - for 
instance, what does it mean that the Scandinavians 
are detaching from sterling! I moan anything that -
bi g movements - I mean they 'll hove no executi ve 
responsibility of any kind, but just teed stul"f 
t o mo and the President. You knowT 

Did Jake come back wi t h youT 

Yea. 

The world economic situation - they've got quite 
a job to jU3t follow the world economic situation, 
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I don ' t know how you feel about it, I think 
we're terrifi cally undermanned in our brains . 
That's the way I feel , I mean jUDt running 
the Treasury 1a a big job and I just want plenty 
of help. And I don ' t know how you (Hanes) feel 
after a couple of weeks ot •• • • 

Very smart . 

Wbatt 

A smart thing to do, What should I tell thi s -
shall I toll Porrestal. just to come downt 

Just to come down. 

He ' s going to call me, 

I don 't know where he ' ll fit in with us , but tho 
President seems to want to just have h1m in. 

~ 59 

Talking in the room here, when you get at these 
things - I mean I can say this without being mis­
understood - after all , take the SEC; on a really 
big thing - well, I don't think that they have any 
really big financial brain over there. Just call a 
spade a spade. There's a lot of people that have 
got a lot of i deas , but t here isn't any first-class 
financial brain, and we 1re up against tho biggest 
show in the world , So he calla on us; I want to 
be road:; . 

And there ' s a di fference between poli ce work and 
operation. 

Oh yea, 

And, Kac , either you or the other fellow - they've 
just got to - and Bell - they ' ve just got to be -
who t I want to do i s , I want to be just as free 
as posoible from the regular Treasury detail . 
And Honea will be here knowing every move that I 
make and advising me, so forth and so on, so if 
I'm taken sick or anythinll , Why, you know everything 
that I do, aeeT I mean ITve got to have an under­
study. I mean i f something - I mean the show's got 
to go on whether I •m s i ck or well . Huht 
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(!lode attlrna t1 vely) , 

And I' d l i ke t o have a smooth ~•nning or:an1zation 
if I hnppen to be tnkon oi ck fo r a oouple 1·1eeks; 
the show goes on Just th e aruno . 

You didn ' t say anything over there about • .. .. 

!!no , I haven ' t go t the nerve t o . I d id 1 t three 
times. But, for instanoe .•.... 

:• 11 t al ' : to hi m t ooorrou; I ' vo cot a date . .. . . 

: just haven • t go t th e nerve t o tell t he ?reoldent 
ot the United States, With a world war on - sr.y 
to the President; 'You \lan t nn aoo1ctant, but you 
can ' t have hi~ because I need hi~ more t han you 
do . • ! just can't say t htlt . 

I ' ll find out tomorrow. 

! do t hin!: for his nru:o , your onke , and tOine , you 
ouc:1t to :f1 sh or cut bc.i t ; you ought to be in the 
\/hlte Eouee or you ou(:h t to be in t he Treasury. 

All ! got from hJ.m - he indic a ted he cx:>ecte~ me 
over there . All I g ot fro-:~ t he i.111to House t his 
no1•n1n..; ~Ins tl:at he expeo ted me over t '1ere . 

. r : (On ~hone) Hello. 

!'ICG : 

.. .. .. 

. • . ... r : 

(Converoat1on wit~ Enrle Oa1lie , not 
recorded. ) 

All t.>u> t Efll'le wan tea t o OAlte surt• uaa , was ~e 
staying 11~ th me or not? ::c oai d , " ! \l~ulcl.n ' t 
t h1n,'t o! imposing on you . " 

"But I ' m stayin0 u1 th you ." 

\/ha t? 

.. 
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1 But I'm staying with you.• 

He asked me if I had my regular ayartment at t he 
hotel. 

That reminds me of a telegram I om·r yesterday. 

Yeo, l!r . Gaston i s t h ink i ng of a ;>nrtioular t ele­
gra., . 

llo , I wa s C.ell r;hted >rith the a ttitude of the 
Pres ident . 

Did anybody get in touch with all t he se peopl e? 

! told :!iss S?aneler, t he o:;>crntor; t hat's what 
o~.e 1 s doing no\r. 

s~re ll. I just HOndered what l'arrl.o sai<i . He ' . 
been home slci: \·11th n sinus . 

(On !)rone ) Ho~1 about !lao11 linrrl.o? - - Any or 
t hem - if t hey ask t o talk t o me , 111 t ll t he 
except ion t h&t I 1 m go in(; to see t he preos at 
a quarter of five - but wi th t hc.t exee!)t ion ••.•. 
\ioll , you 're handline it W.l right . Anybody 
turn you do>m yet? - - - Than:: you . 

:row, !~ac, bett.reen you an~ :,·our n.a&l Gtant , you've 
got t o house t~ese !>COple vhen t hey oooe, and 
I ' m not goin:; t o >Ior r y about it. I don ' t care 
>rho you aove out. :C:ach o~ t ' .coe peoole has £;<> t 
to have a roo:~ , and hns go t to have a r oJ::I for 
a oecrctsry. I wanted a s tudy r ooo. : tole ;·ou 
Jus t bef ore I left . I was not coi n: t~ worry -
I t ol d you once, and either you or 7hoo~co~ was 
~oin; to d o 1t . You ' ve co t t o do it. ! thou~t 
everythinJ t:ould be fixed do"''Tl here . 

:.nero? 

-
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VIe were going to have a conference room below 
me, w1 th the eleva tor going down, so I can go 
down and not have all tho newspaper mon see me. 

Tloll , who sees youT 

Nollie Tayloe Ross is down there . The Whole 
thins was to be done, 

162 

Tho Budget was delayed in gett ing out because of 
a Sta te Department mix-cp, and they lost some 
apace because of this war s i tuati on; State Depart­
mont got some of it back. 

Incidentally, I had a chance to talk to Edison -
I don 1 t know who handled i t - IUld he was si.aply 
deli{;hted the way we handled that depreciation 
business. And Johnny, is that committee in 
Int ernal Revenue tha t handled that depreci ation! 

Yes . 

Yes . 

Yos . 

IID.ve you called them, for ina tanco , on how they 
handled that order for Allison Motors and the 
rost of that sturfT 

I haven ' t , no . 

I wish you ' d make a note of that , Would you take 
that as your personal one - becAuse i f we could 
do the same thing - I don ' t know how i t worked 
out , for instance , but i f we could s et t hese war 
orders goinG and l e t these fellows increase their 
pl a nt and write orr 50 percent then at the end or 
t ho time that the model 1a worked out , i t might 
make just the difference of day and ni gbt to these 
concerns , That's - i f you sort of personally go 
into that - will youT 

I 'll go into it, find out, g ivs you a report on 
it, yas . 

And see that the War Departm•mt and the other 
people - i f they need increased plante. You let them 
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write off 50 percent, didn 't you (Foley)? 

( Nods yes) , 

And then at the end of the contract, vmich was 
four years , our engineers go ln •••• 

••• • and determine what the valuo would be. 

And on the basis of tha t , tho steel companies 
invested six nillions? 

I think that was the f i gure. 

Have you got a IDBI"'orandum on ha:r they d id l.t 
f or the Navy, Ed? 

I th ink that we have a memo in the f ile of that 
confer ence , yes . I ' ll get it for you. 

:G3 

That mieht very well be n bot t leneck. That's 
I nternal Revenue . If you could get in to it, you 
1nic;h t be abl e to do not only the ooun tries but, 
as a mat ter of fact - do a c roat service. Johnny, 
tako t hat as your baby . Do it righ t sway. 

You oee , we had Edison over hero , and Johnny was 
here . 

Oh, Johnny was her e , 

~:o • no , Jolu:'my wasn 1 t hero . Uo, he wasn 1 t . 

He was on vacation. 

'!'he story briefly - I •m sorry - t he story briefly ... . 

I know what 's involved . But I don ' t know exactly 
what the pol.nt is , \io talkod about i t , I haven 1 t 
the mernorand\ll11 1n your fil e s . 

Our people turned them dovm and I got mad and sai d , 
"Don ' t tell me how no t to do it, tell me how to do 
it." Ed thought up a nsw "ay. '!'hoy put it up, 
and i t went through, and these co~panie s have in­
vested six million dollar s . Th01 allowed a 
depreciati on of 50 percent. You ought to take a 
look at i t , and I th1nk f or all these war orders 
goinc; through, people wantl.ng to ex-pand pl ants , 
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all the roat or that - i t ' • a territicall;y 1111-
portant e pot. 

Tba t cOIIIILittee - ;you mean down in the Bureau. 

Tho presa are waiting now. 

All right . 

Well, John, will you be back at rive, please! 

I ' ll be r i ght here. I•ll be rlght here, 

I mean I want you to a i t 1n on thia llo~e 
bueineu. And who else will alt 1n on that! 
Poley, Gaston. 

Yea. 
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Preaentl 

l(r, Haoltworth, State Department 
Admiral Land, Maritime Oomm1aaion 
Mr. Truitt, Maritime Oommiuion 
Admiral Waeaohe 
Kr. Gaston 
Mr. JlcReynolda 
l(r, Hanea 
Kr. Foley 

11M Jr: Well, Admiral Land, at lunch todq 
talking~ the President , I r aised the 9ueetion 
ot buying t he NORUANDIE, and he said that e strange; 
he ho.d the same idea two days ago and he asked me 
t o handle it tor him, working in some way with the war 
debt e. 

At Cabinet he diaouaaed it and got approval ot 
the Cabinet and he also said, 1 We will make an otter 
to buy the QUEEN MARY, 

The two Ambassadors are coming at 5:30 -- the 
Sri thh and French. Between now and t hen -- have you 
had a obanoe to look at Foley 1 a memoT 

Adlliral L&nd: Yea. 

HMe: Mr. Hackworth 
give l(r okwort h a copy. 
a oopy. 

baa not. Will aomebody 
Will aomebody give Waeaohe 

Mr. Truitt: John Franklin called trom New York 
early this morning and said he had been approached by 
representatives ot the company who owned the NORKANDIE 
and that they had ottered the NORMANDIE to the United 
Statea Linea tor sale and I was in Secretary Hull'e 
ottice at the time and we dieoueaed it there. 

~~ Mr. Hull reported that at Cabinet and 

. " 5 _.., 
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the unaniaoua opinion waa tbia waa a auoh better W81 
to do it. He did not eay who it waa, but deaoribed 
th1a caee and Mr. Hull said he would 1111oh rather baTe 
it done thh way -- the way we are taliing, than to 
haTe eome private person buy it becauee the thought 
waa to turn it over to the Karitiae Ooaaiaaion to 
operate and when we got through a South American line 
but Mr. Hull reported that a nd they did not like that: 
The)' eaid they liked thle better. 

Mr. Truitt: Of course the anawer to that 1a 
the United States Line doea not haTe money to bu)' the 
ehlp. 

lllr. Folez: 1rh7 don't they borrow it? 

Mr. TruUt: llheret 

~- Foltz : From R. F. c. 
llr. T~1t~: You could not borrow $25 , 000,000 

from Mr. J ones tor that ehip. 

Mr. Foley: I am assuming the Government wants 
to do it not ae a business Tenture , but to get the 
ah1p. 

Kll.Jr: Admiral, haTe you had time to turn it 
over in your m1ndt 

Admiral Land: Oh, yea. I don't eay I know 
all the caae, and the thlngs that bother Truitt and ae 
are more legal than financial. The main point is it 
war baTing been declared, if thls were purchaaed after 
war were declared, she might be treated ae belonging 
to her former owners and therefore they would not re­
apeot the flag. If we want to auu• that reapona1-
b1lit y, that would clear it. But that reaponeib1lity 
ex1ata under international law. 

Jllr, Truitt : Mr. Hackworth U here and whatever 
he aaye 1a the law is the law eo tar as I am concerned. 

Mr. llagJtyoJ'1ih: I d1d not know what we were 
going to tali about, but aa I recall the a1tuat1on, 
the law 1a that if the aale 1a made bona fide and not 
t or the purpose ot eTad1ng capture , then it ia a good 
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aale. I don't know how JDU would ever prove it 
waa for the purpose of evading capture or that it 
waa not. 

Mr. Truitt: The veaael haa been in the port 
of Hew York since two or three daye before hoatil-
1 tiea opened. 

t he .... HK.Jr: The feeling of the President and of 
Attorney General., who diacuaaed it, I auppoae 
that wall, it waa a good bU)' and a good bet • 

Mr. Truitt: Yea. 

HII.Jr: 
boa t s to have. 
law. 

And they would be two very usefUl 
That' a got nothing to do w1 th the 

A4!111ral Land: It' a a good bUY 1t you are 
looking several chapters ahead. It1 a not a go04 
buy economi cally at the present time, because 85~ 
of the capital, or income, from thoae two ships 
comes from American tourists at any time. 

HII.Jr: To answer you: what the President 
said -- he brought up the question of the LEVIATHAN. 
The President said the LEVIATHAN paid for itself t en 
t i mes over durin~ the Worl d War, but when we tried 
1~ afterwards, no. We ~ looking ahead. 

AdGiral x.And: Aa · I aay, t hen that ' • all right. 

HK.Jr: But the thing we ware talking about, 
I waa talking about, waa credit on our war lcana. 

A4m'Ji L&nd: I don't want to inJect an1 sour 
notes on this of what I wanted or what the Maritime 
Commiaaion wanted. I would darn eight rather have 
the BREMEN. 

HII ,Jr: You may get that too. 

Admiral, I don't want to get too contused, but 
all I am going to aay, unleu Mr. llackworth adrtaes 
me against it , is to aak these two gentleGen when the1 
come in at 5:30, would they find out fro• their Govern-

Regraded Unclassified



0 

mente would they care to se~l the NORMANDIE and 
QUEEN MARX to the United Statee. And that's all 
I am going to aay. Th&t 1 a all right, ien't it? 

Mr. Hackworth: That's all right. That 
oould not do any harm. 

Admiral Land: Under the pruent law there 
ie an interesting sideline. Under the present 
law we could not subsidize that veaeel, either one 
of them, because they are built abroad. So 1! we 
handled them -- we could not do anything for some 
privat e line to operate -- we would haft to operate 
them ourselves under the managing agenor agreement. 
That 's not a great hurdle but t hat happens to be 
the law. The American Linea or any other line 
could not take these ships over with any help trom 
us. 

Mr. H&nes: Could you operata them and farm 
out the aotual operations on a commercial basis? 

Adllll.tal Land: We could farm it out, but under 
the managing agency agreement we would operata them 
ourselves. 

Kr· Truitt: The plain truth ia there is no 
place to operat6 the ah1pa at the present moment. 

Adllll.r~ Land: No. Under present condi tiona. 
Bacauaa th&~ their Job, 8~ or it, carrying American 
tourist a. 

Mr. Truitt: No other place exoept the Northern 
Atlantic t o get people baok. No other plaoe where 
you have that on a consiatent basis. 

HK.Jr: Ed Just aketch the matht>d ac we all 
understand it. Just sketch the method of how to 
handle it. See if we all' understand it. 

='41!1~1 Land: I don ' t aaa anything wrong with 
the method. Polar baa worked out from a ~egal point 
except the thing I first raieed which I don t think ••• 

!r. !ruUt: I would go awfUlly elow bJ working 
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through the AMrioan Prea1denta Linee, I think it 
would be a aietake . We are auppoeed to be nry 
trank about this. I think that aituat ion ie none 
too wholesome in ita entirety anyway. 

Mr. Folex: The one reason, Max , I pioked the 
American Presidents Line wae out or a hat; wae be­
oauae I had no d irect power t o acquire title to theee 
boat a in t he United States . We haft to go around the 
barn. The only line that's almost entirelY controlled 
by the Uni ted Statea or an agency or the United Statea 
h the Americ&n Preeidente Line. You own ~ ot the 
atoolt. There t ore you control the Colll))anY, and i t 1 a 
IIIUch eaeier to operate that way than through t he United 
Statea Linea or acme private line where the United 
Statee baa no contr olling i ntereat . 

Mr. 'l'ru1tf.: Suppose 7ou do that &nd t he Amer­
ican Preaidentaine borrowa money trom R. F. c. 
Where will it ever get the money t o pay the intereet 
on that noteT It can't operate the ehip to earn 
money to pay the note. It doea not have any ouahion 
in ite capital t o carry any more than it hae. So 
where would it get the money to pay the noteT Very 
eoon you would have the R. F. c. wi t h the note by a 
aubaidi&ed ope•ator that would be 1n default which 
would raalte it illegal to pay the operator the no.rsal 
aubaidy and therefore t he other 1~ linea which the 
Company rune would be out or operation and you wwl d 
have an euantial eervioe t o t he Orient wiped wt &nd 
a aervice around t he world. 

!!r. ~u: Any wa:r you oan ban t he AMrican 
Preeidente ~e avoid paying an)' charge on t he debtl 

aging 
neceuar1l7 pin 
could do that on 

I raieed t he f?1nt or the Kan­
ment and I don t ea7 you oan 
on the American President. You 

anybody. 

Mr. H&nea: Suppose the Navy had t he •oney. 

Mr. Truitt: What about the Panama Ra1lroadT 

Mr• Folex: Navy can' t do it, John. They 
haven't t he money. 

: €9 
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Kr, Hru!ea: If t hey had the mone7 , .. . 

Jir, Fo~y: • ••• and the power. We haYe not 
got it. fli8 &'f'Y has not. That'• wh;r . We han 
to go t h ia indirect wa;r. 

Kr. ~itt: I don't think an;rbody in the 
Go•ernment ~ the power to step out and buy a eh1p • 

.,,Jr: You oan't d:J) it ae a credit on the 
war debt 

llr. l'oley: Sure rou can , 1t the Sri t1ah and 
French w'111 do it . That s the schell8 right here. 
I don't know whether they will do it. 

170 

Hll,Jr: The only thing I aa:r to these t wo people 
1e •we are read)' to take the NOIUIANDIE and QUEEN MARY 
for 1 x' millions of dollars and Juat giYe you cred1 t 
on the war debt for that much. • None of t his stuff 
in th1a memorandum. 

llr. aaaton: I think that 
Then they would oome back with a 
They might want all caah paid. 
caah. 

would be a good idea. 
dickering proposition. 
Kight do with ha.lf 

HK.Jr: That ' • ;rour negotiation. 

Kr. Gaston: That ' a ;rwr dickering with them. 
Whether :rou giYe them ored1t on t he war debt or g1Ye 
them something on account. That haa nothing to do 
with the meoha,n1am of getting title in the American 
Corporation. 

Hll ,'ij: But for me, talking to them, ao they 
can ' t aa:r ou talked one thing that aounded 111te 
mon•7 a nd t hen talk oredit0 • If I aay we want t o 
know (one) would you be interested in aelling tbeae 
two shipa to the American Goyernment on a baaia wbereb;r 
we wou.ld giye ;rou a credit on the debt that you owe, 
aa:r for a ya.lue that would be arrind at. 

llr. Truitt: And we get the title. 

!!!!,k: 
all r1ghtl 

And we get the title. Doe• that sound 
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Mr. Hackworth: It does. 
t he question ot whet her you can 
than money on the debt? 

Wr• Foley: Yea, we have. 

Have you studied 
take a~meth1ng other 

We oe.n ' t . 

Kr. Gaston: But you have a plan tor taking 
i t in money there. 

HU,Jr: There are two kinds or debt, war debt 
and debt tor materiel. Have you looked that one up? 
We sold them J400,000,000 worth or supplies . In 
France. 

Mr. Folev: I was thinking primarily of the 
war debt. 

back. 
HM,Jr: Well, suppose we t ake e. li ttle Junk 

Mr. Foley: I think the opinion would be t he 
same, but I will check it. 

•' '"'1 _, 

HK,Jr: But as tar as the Treasury is concerned, 
1 want to be careful I state 1t to them we take title 
t o these ships and giNa them credit on their war debts. 

Yr. Truitt: It you can work that, work t he one 
with the Germans too. 

l'..ll,Jr: What ' s that? 

Kr, Tru1 t t: The BREIIEN and the EUROPA. 

Mr. Foley: Great BritAin might want to give 
us the EUROPA. 

Ur. Truitt: We might trade it to her for cotton! 

HK,Jr: Jerry (Admiral Land), the other thing, 
I di d not know whether you want Coast Guard to man 
t his ship. 

Ad~ral Land: 
to use het: 

How t ar ahead are you looking 

• 
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HK Jr: lhen mentioning Ooaet Guard I had 
in mind=:eliaing onr to olear all American retugeee 
out o:t Europe. low, 

Mr• Truitt: Before I would ever go that tar 
I would want to have the beat advice Mr. Hackworth 
hal on whether t he Gerll&lla would reepect our title 
to the venal. 

HK .Jr: I u Juet rateing the queet1on. fo 
crew and 1111n. He would 1111n it. Beoauee t he1r en-
gine ie the same aa Coaet Guard ' e. I want to gtve 
you that. 

AdiD1ral L&nd: It it doe 1 not involve any 
lega l complications I know not ot, that would be a 
good way to handle it. I would like to couple that 
with the need tor getting retugeee back trom Europe. 

HK,Jr: We are talking in terms ot houra , that 
these tallows will give ue an anewer and 1D8Jbe we will 
take over the NORMANDIE in the next 2• hours, repaint 
it, Amer1oan flag, repaint the tunnels and man her and 
aend her over. 

MIDi tal L&nd: Do you t hink condi tiona are eo 
eerioue ae to Juetity that f I:t title ie olear and 
t he Germane reafeot you and not treat her ae a Frenoh 
ehip, wny ewell . 

HM.Jr; Well, all I oan anewer ie we diecueeed 
it at great length at Cabinet and the opinion wae 
unaniaoue that it we oould get her we would take a 
ohanoe • . After all, the President toaorrow 110rMng 
and Mr. Hull aay :teal differently, but at • o'clock 
t hil afternoon we dieoueeed it :tor half an hour and 
t he Attorney General agreed it wal a good bet. 

Mr. H&o!tworthl We had t wo caeee in the World 
War o:t ahipe that were thd up in Oalveeton. I think 
both in the aame Port. And an American cit1&en 
bought them. He bought the DAOIIi and etartad out 
with a load o:t cotton to Frankfort and the ehip wae 
eei&ed by Franoe and condemned. !bey pa!d :tor the 
cotton. !he SIGARANZA wae held UP by the Br1tilh 

-
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and taken 
released; 
released, 

1nto port , but, as I remember, 1t wa1 
did not queat1on the title; ah1p waa 

but the goode were held. 

Admiral Land: Were they purchased bef ore 
war waa declared or atterT 

Mr· la9kworth: No, after. They aa1d th1s 
wae a tict1t1oue traneter and we were neYer able 
t o shake t hem loose on that proposition. So France 
s till owes t he ola1m tor the sh1p. We haYe doubte 
whether 1t'e a good claim or not. 

IIII.Jr: Mr. Hackworth , all or that doea not, 
i n your op1n1on, doea not preYent me trom asking 
theae people •• ••• 

Mr· Hackworth: • • • Not at all • •••• 

Hll,Jr: • ••• to apeak t o their Gournment and 
t hat gives us at least 12 or 18 hours to exPlore the 
thing and 1nae111Uch ae -- well , everybody here 1a 
available and we don 't etep on eaoh other'e toea, 
Admiral Land, Mr. Hackworth, Kr. Foley, kind ot get 
t ogether, and whenever you people are ready, 1t you 
were aat1at1ed , we could haYe another meeting here . 

Adffiiral Land: Yes. I would l1ke t o go over 
with Waeache the queat1on ot manning her. 

HK,Jr: EYerybody here i1 aYallable. W1ll 
you (Admlral Land) take t he in1t1atiYe atter we baYe 
aeen the Aabaaaadora eo that we keep workingl 

Ada1n,l La!!d: Oh, yee! 

IIII.Jr: . L wut you all to stay when they come. 
Don't you think aoT 

Admiral Land: All right w1th me . 

Kr, Hackworth: I th1nlr. it would be tine, but 
I t hink they might talk more freely ju1t to you. 

!d~'ral Land: I think 10 too. 
would be attar 1f you handled 1 t. 

I think it 

:.73 
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Hloi ,Jr: I would like you (Hackworth) to stay , 

Mr. TfiiJt: Only one queation, who is going 

_74 

t o pay the b~l On this question of repatriation 
we have not f elt that the cir cumstances abroad Justi­
fied sending any extra aervicea over t here and at t he 
las t meeting wher e I wa.a with Mr. Breckenridge Long 
we unders t ood that was true. Our plan had been ap­
proved right straight along. Maybe that situation 
haa changed. 

lUI Jr: I did not get, the way t he President 
wee ta~ be had a me aaage troaa l ennedy and Bull1 tt , , 

Mr. Truitt: I know. 
messages r i ght along. 

He has been getting theae 

Admiral Land: That' a why I ask is the eaergency 
great enough t o Justify it. When I talked t o the 
President on Saturday I gave him the information that 
wi th the present facilities we would be able t o vacate 
all Ameri can citizens who were willing to come home by 
the 4th of October. 

HM.Jr: I can onlY repeat , Adairal , we must 
have diaoussed it tor halt an hour. I don ' t think 
t hey are Just looking ahead t or weeka. 

Admiral Land: As I say, Saturday end Monday 
are t wo dlt reren t days and t here are a lot ot them 
don't want to come home and are not oomlng. We sent 
383 over there Saturday on the MANHATTAN, at 12o1 cl ock 
Saturday afternoon, tor t he War Zone or any place t hey 
wanted. 

Mr. Hanea: Ought to d1aallow them to ccme back. 

Adm1ral Land: Thoae are t aota because you 
can' t eatimate the moveD&nt either way because it's 
coming both ways still . 

Mr. Truitt: I think I mlght also eay that 
the State Department and the Committee working under 
Mr. Hull and under- Secretary Welle• h&ve taken the 
posit i on , and it ' s a traditional poeition, that there 
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ia no obligation on the Government t o bring any or 
t hese people home. Firat. And the aeoond, it1 a 
a priTate situation between traTeler and the trans­
portation oompany and that the only thing thue tar 
to be done is coordination. 

H.ll ,Jf: That' e one thing. I han got a 
m1aaion. am going to try to buy theae two boats • 

.llr. Truitt: ~ remark ia only directed to 
your statement tbat the Coaat Guard would 111111 it. 

H.ll ,Jr: Do you (to M1111ral Land) want to taka 
laeaohe into Gaston ' s office to talk to him. Foley 
wil l work on the legal thing. 

A4''ral Land: Yea, air. 

H.ll .Jr: Leave it this way: that when you are 
ready give me a ring and if I get an answer I will 
give you a ring. 

Admiral Land: Yea, air. 

stay . 
And I would 11lte you (Haole worth) to 

(All left except .llr . Hackworth who remained 
!or t he meeting with the Ambaeeadore, which followed 
i.,.edia tely. ) 
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September •, 19:59 

5::50 p ••• 

Present: 

British Ambaaaador 
rrenoh Ambassador 
llr. Hanea 
llr. Hackworth 

French Ambaeaador: Xou Just got baok , Mr. 
Seoretaryf 

IUI , Jr: At t1ve o' olook thla morning. 

Br1t1eh Ambassador: Waa your trip very roughl 

Hf ,Jr: Ob, terribly! It was a 2,000 ton 
boat. he makea 20 knots an hour. We left Bergen 
Tuesday evening, I was at St. John's yesterday at 
one o1 olook. 

youl 

British Ambassador: Are you a good sailor? 

IUI,Jr: Not too good. 

rrenoh Amb&ssador: Waa Kra. llorgentbau with 

HK ,Jr: No; aha's on the BergenetJord. 

Xou are almost ae hero1o B~1tioh An@aaaador: 
Pilgrim athers . 

IUI.Jr: That's what I thought. We non to 
tor t wo hours, We had very rough weather. 

I hope you don 't mind my making notes. I make 
only one oopy and it ia kept 1n my safe. It you have 
any obJeot1ona I won't do i~· 
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Britieh Ambasaador: None whatever. 

HY.Jr: Gentlemen , the reason I asked you to 
come down -- ot course, whatever we eay is confiden­
tial -- at Cabinet the President authorized me to 
speak to you two gentlemen to-inquire trom your Gov­
ernment whether you would oare to diepoae ot the 
NORUANDIE and the QUEEN WARX to the United States 
Government ror credit on the war debt. And it you 
would care t o inquire from your Government we would 
11lte to know whether it would i ntereat you. 'rbat 
is the whole story. 

British Ambaeeador: Yea. 

KY.Jr: I don't know whether you care to ask 
me any questions. 

French Ambassador: One question. Idon't 
quite ge t tha technical meaning or the credit on the 
war debt. 

HlltJr: Let 1 a say -- I don't way to name a 
figure; ' a use $1,000,000 or $1.00, whatever the 
value we arrive at, and it we can get \and that's what 
Wr. Hackworth 18 here tor) a good title to the !lORMAN­
DIE, we then would credit you with having paid 
Jl,OOO,OOO on your debt to the United States Govern­
ment. llo money would paes. We would just credit 
you with that amount ot money . 

British Aobaeeador: That would not involve 
equivalent credits tor purchasea on tbia sideT 

HK,Jr: No, it would not . 
Mr. Ambauador. It would not . 

Very detini telY, 

Frengh Ambassador: That would be payment on 
our debt. 

HK,Jr: On your debt . But 1t would not in­
volve credit tor purchaee ot material. I would like 
to make that clear. But we are here and we feel at 
th1e time it you people aren't going to use these 
steamers we can make good use ot them and I don't know 
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whether lt would lntereat your Government, but •nothlng 
ventured, nothlng ga lned• . 

Brltlah Amgaaaador: I don ' t feel ln poa1t1on 
to express any opini on. 

KW ,Jr: I would not expect you to, but I am 
authorized, and the reason I am doing it rather than 
aome ot her Department ia beoauae 1t does oome 1n w1th 
the war debt queat1on. 

Br1t1ah Ambassador: Xea; certalnly. 

French Ambaatador: Of oourae I will not1ty ~ 
Governcent. I feel ~ must take into account opinion 
1n France and England would think of it and I f eel it 
would be a good thi ng to create (!) what w111 be im­
preaaion on the op1n1on here, beoauee as you know the 
NORWANDIE tor us i s reallY kind of National treaaure 
and our people would probably believe that our Gover n­
ment should explai n t o t hem why that hae more intereat. 

HM Jr: Xou have been in 
know a li t tle Amerloan slang. 
to •aell you t h1s propoait1on •. 

French Ambassador : Yea. 

America long enough to 
I am not going t o t r y 

You understand t hat? 

HM.Jr: I am Juat of fering it aa a suggestion, 
but I am not going to try to argue tor it. 

French Ambassador: Uha. 

Briti!h Ambasaador: We will Just ••••• 

HM ,Jr: It you will communicate, and when you 
are ready would you mlnd giving me a r1ng7 

Briti sh Ambassador: Aa aoon aa I get an answer. 

French Ambaaaador: I will communicate at onoe. 

oOo-oOo 
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TO 

TREASURY DEPA RTMENT 

I NTDt OP1'1Ca C:O..MUNICATION 

Soorotary llor,.,~ 

Jlr, Outs 

:!.79 

DATt SeptMber • • ase. 

A Proolaaticm ot lfo\11;n.Ut)- will illpooo oo• ~441t1c:cal 41.lt1oa 

on the Cooat G\».1'4 ainoo CO&at Guar<l ottioora will 'bo roqul.ro<l to 

00operato with oollootora ot oaatoaa in •JIIUI1nl..ac ahipa to <loot­

obethor they uo .......S - ~r tl>o ....--t 1a dotenabo or ott.,.in. 

!he Coaat Gl».rd ll1&lrl; 'bo abl• to tako ..... or thh a4d1 t1011&1 J'Oi~p<>JWI,.. 

blllty without ~ YU'7 oubotantlal inorouo in toroo, bvt it tM 

Relltrallt)- A.ot ahoul<l 'bo ucdo<l ao aa to poralt tho export ot or. 

tho export ot o;cploaina. !hie ..,ul<l te.lto about a thouaMd ~ddltlon&l 

men .• 

In TiO'If ot the pro~bUit)' that thh aotion •1 bo tak..,, •••oh• 
...,ald Ulco to 'bo'in t.ucliahl7 to roorult -. to do 'llbloh lt -ld 'bo 

oocouuy to cot poraiaaicm ot tM Bur•u ot tho Bud&ot IDd no doubt 

~nduioo ot the Prealdent to l.JDr••• ourrent o;cp•n41turoa witb.in 

the &11111al ~ppropr1at1cm lool<:inC to a 4ot1o1.,.)' appropr1at1-. 
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THE SECRETARY or THE NAVY 

W AS H I NGTON - . 
·~ -

\;)c. .! -; • 
4 Septemger 19)9 

" .- ! I 
( 1><-' r_.~, 

t... ...... ~ •· Aa~# r, De&r Kr. 8ecret&r7: 

'l'be President baa directed tba t two de­
atroyera be despat~ad to a poaition on the Trans­
.t.tlantic ahip lanea to t be aoutbard or tbe Grand Banke 
and in longitude approximately titty-tiTe. 

It ia underatood that be baa alao directed 
tb&t two Coaat Guard cutters are likawiae to be ••­
signed to t bia aaae duty. 

'l'be p~ae or tbe &boTe 1a to render ae­
siatanoe to ~ipa 1n oaae or need in tbia area. 

It would b e appreciated 1t you would desig­
nata so .. one to aot as liahon with tba NaTT Department 
to coordinate this Joint errort. AS you .. Y know, 
Captain W.H.Shea or tba Coast Guard bas an ottice in the 
Navy Department as your regular liaison ottioer witb ua . 

I baTe designated Captain R.M.Brainard or 
the NaTY to aot tor ua. 

Cordially your•, 

Honorable Henry Morgentb&u, 
Secretary or tbe Treasury, 

Waabington, D.C • 

. R 
/ . 

a~QdL~ 

'< ·J'·') ) 

::. ~ o 
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1 h" ,_ lA\W el 4 ..,,,..,,r, ltJt, Nl.a\1" 
LM ti.,.Mi>Uco •' \M tine\lec~ .t \M r ... Uart, .t Ue 
k'Y d•aU.)'el'l &M W. c.A O.UC •''- .. a pMlU.. • 
\.be T~Uu\l.e lll1J ~ in 1-.lW. ~~ 
t l.l\¥..ti't• tar ~ ,...F'" el ........S,. &Ml- .. eMpa 
ln auaf/I..C. 

ftoa c..A a-rt •''- a1JI aM CI.III'IIU .,.. ...._, 
••• s.,n ..... w.s.e *'¥ ..._,. 

Cui.&J.a 11. K. SIMa .t u.. C..e\ Cloo&M, wbo ha• .. 
ollloa i.e \ ba ••v ~. w1U _._ M ..., •• Ual­
ottlcel'. 

lbe " t If No 

'" .... ..,. el Uta .. ..,. • 
·~• D. C. 
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Seofttal7 ........... 

l, ft, foleJt lro 

f or E\1£ i l(o JMt.ioa 

S.ptaber 4, 1939 

lappl•-u.c ., _ ....... ot \ hie attars-, 1t 11 1u,coat .. 

U.t u u altali'M\1,. to t.-11 - ot \be "-rt- Prt~id•t. Ll- IM, 

thoro .tell\ be ~JM ia \1M .. nudio "-et.l• .. pvlllolor \1M 

,_ lio.U IIMol C I V• 

11>1 ,_ •.u liM4 eo...., b a ... Ion oorporat.loa orea\ed "' 

C'Qopwr 284 ot tiM z. .. ot 1.1149, tblt Ao\ u\llortMdoartaio IJiilhictuall 

w r . ... oorpora\loa •tor t.-11 pu; ooo ot -\No\1 .. ..., -.Lat.a1ai .. 

a raU.road,witll - or .ora traou, aad a.U eoaveo l ..,t bu1l41ae• • t1nur .. , 

aae111oo17 aad ~. aoroao u. la~ ot re-, l:l \be ~.,..w. 

ot 1ft Gr&MA!a • • • aad ot plll'lbel1ac oad an1pt1., cuab 1\1&8 or 

aa!lla& ftlllla ae ~ be pro.,.r aad oo~aot t.o be uaod hi CON!M!Uoo 

w1\b \be Mid ...... 1:r ~r )64 ot t be Z.we ot l.ll$$ \ be corpora\loa 

... craota<~ oartaio adil.i\1.-.l I'O'"ft aad para1 tt.od t.o 111o.-.as1 l ta 

.. pltaU oaU• to .. _, •t to axllld t?,ooo,ooo, 

l o 1904, \be Gaited !ta\11 aoq<llroct till •Uro oapl\ll otook ot 

\be aorporat.loa aad ... r .a. lou - · \Ill aola _,. t lot....t, Ia • 

Oplaloa ot \Ill a.a.- Colli'\ ot tM hi tad Statal 1a 1917, \be C?ur\ ..W 

~\ •u. ¢ 1Q - rata• a raUroa4 aorooa till ht!a•, .._...o\1 a 

_,...,. 11\lbl11"-a\ tar u. --.ru ot \be paxao el ot \Ill,.._ 
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QIIAl, \M ..u.reM eowpe.,, _. ~ .- to.- of ~ GUW ltat.ee - ~ 
'\ 

~· ud operata• a daU7 _. - bo\ela 1a -uoa \boi'Mi~ l\ au. 
.,..-wo a U.. of at.ee!18li1PII bo- '" !olio ud \bo CMal Jo .. • • o, 11-

lM aequhlt.laa of \boo ..Uro..t • I ¥ 'llf' ~ 10'"-t, tiM cUI'Mtora, wne. 

Ia a•bor, haft ..._ eaoW 'llf' \loa ... ,..ta..,. of ler, u ool• atoolr.bold.,. of re.ol'd 

or tlw oorporaw 1\oalr. •Ub \loa •-pt.laa ot tblrw• ,...ut)iq •hare• bold 'llf' 

IIDder 1 .. ton lao ...,_., 1a loatorred apoa .... ..,. rai lJooad oorporat.laa •trv. 

u.oo \0 U •• \o boJTOtt nola - of -•7 u II¥ bo ,...., .. ..,. for .o.plo\lllf _. 

tlaloMac or operaU., or lllpl"'niq 1 \e raUroad, or tor uq otbor of 1\e lutlal Pill'" 

llaU.aUsa OA •W nanr OOP"1w 1a •p a•Dl pr •setitl lp .. • (lailroM Law I &J, 

Ellbd, lD, Wldorllalllf alae), 

It would -. \hera!ore, tbot tbo ,_ lltJ. l l<oad Coape111 bu a u\horlV 

lo borroe - ADd 1aa• 1\e oblipt.lou t or tbo purpooo of fiiiADa:iq \boo P""­

or \he Joraudlo ...... tbo~~&b tbo lo........U• a1pt .oat 1a ·-.. of n,ooo,ooo • 
... 1.!0 • 1 01., t L LL Ca .. •• JMM, WI. I. 411, 415. 

Tbo poll"'bue of tho lo......Uo would bo etteoW Ia tbo - -r u ou~ 

Ia 'q -rudua of tbll ane- deal111f w1\b \loa poqra of tbo .... 1'1 ..... Proeldoot 

LIMo laa, S.aUaa SS or tbo PW>llo Sorwtce Lee of tbo 11\e\e of ... Iori< II¥ ,.._ 

~ul ro \hat tbo approY&l of tbo Publio S.moo c-illlOD bo obtai'*' prlor \o \boo 

ht!JODH ot tbo N<Nrl Uo1 of \boo Pualla lltJ.l lload ~· 

' \7poer1 t w n 00p7 of \boo obortor ADd 117-la•• of \ha -...a1 11 atwabM, 

liS..) I , ~. t oler, Jr, 
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