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Pueed .&)11'11 ' . l.Nt. 

n o l'eo;>lo or \llo lkto or In l'ers, ... ,... • .,,..s Ia " •"'• -
.&u-17. "" -"' .. rou-

stCI'lOO 1. - t l WAII 8 , .t.W'I1111ALL, lOIDI !.. &TJIIII1116, HJJIIIJ mu.cll', 
I AI!C 111':0., COJIII!I.IIII t. 1.1.\IJIICll, OOUt-aJR 011111.11, 'ft!OIIJ..:, •· UJII.OJ, 
DAll~ m 011PilCIII, 101!~ a, l~, 6MUI1. S. BO!il.AIIJ), I1IOIIl"'JJ II, • U'IIORI, 
1.D'l.lt, aARTl.l"r! , BORA!'IC».tAI.L.D • M d th•11'" UMala\ .. , ....... N ud •utpa1 

oro hr,.bT oOII.ftl\llted a -,. oor,or.to, '' \b.o - or tllo •rJ.~~A~a JI.Ul,.. 
IIO.Ill COIO>.AIIt , • ror uo ...,. • • or ...,. .. .,..,lac ... ~ ""latalata& a r.u.-, 
oltb •• or ""''"" treoko, &llll all OOIIY .. toes totl4 l J1Co, rt:n,....., uQ1Mif7 
&ad appart•ua.••• · t\aro•• Ua• I,et.._. or Pa.-. 1D t he Re~Wc or lw 
G- da, u J er t bo _, -· b)' tbo oald Repoab.U o to \ be Mid IIIU JAM I , 
.taL• Ul.l., 118 L, SflQIIIDI, aa4 IDIIJ CWDIOV, ...s or P'l...,..lal •d uYl­
, otl:ad 1-uch • -tM& or aatll.DI 't'Haele ae _, be • N f14r aM ._.,. .. t•t •• ' • 
u-ct ta OQA.Caott o:a 11'1\b '~• eald roe_4; &Ad to ~ t uoh i*l"pp• t• o ll tA• " "•MM.I7 
n l,; hdd~'ol ~w-e.r 1c be.PebJ terute4 to t b e • "' l et oorpora"tS• . 

:,ro . : .- 'l"bo eopU al etooc. of the u t -.. co ,.por-at lon alwll l lla ti .red -., 

\ bo 4\rootoro et o .. no t l oa. t!>an ono ..t l l1011 or GoUora , witll Ubor\t to 

laereee• t.tt" • nsa• •t tlllT t 1at~" t.o • •• not ".l'aMdlna, t t 'ff! a1llt•• or 4el­
lara . t • l l 'tOO: ill' e.b a l l b e 41T!dea 111tO .. bo.r•• of one J:au.nd.ro..! 4ol1a r e .._1eJt. 

a.nd thall be d._.d ; oreonol prepel'\7• \J'Natora".l • ln • \ao!:a aune r •• t bo -, ... 
l•~• ot \he aa1J C-OI"por.t10D eMl l dt,....-t . 'rll• HlO oorpofttlou -., ~•• 

o,.n\ l ODI • hoc t t•e bUd~ t hou.•aM dellar • l bo.i.l U Y• ' •ft • ultaortt.M, 
&:;4 \ ..... ty ~I' •• , . oa M Oh a ba H Maltaorllterd t o r, :>41id l A. f ;k• a•t• 
l li.UJoll &, Al:PD<UU., 1 01111 L, ST~, IJI-D II.DIIY QIADIIiCU, tiMll '" -
Alad oaora t.o J"M.S.'Y• auNorlP'l•• for t b• ••td oapU al •te•"• 84 it t~• 
-lo t &pltal noot: allo lJ DOt h Ollblni b<ocl &\ U 10 tl•• r t ro\ toppoala\ .. , 
otb 7 aub.c:or1 p\loat aay -.. a t .. , t la"' r.ool 't4Ht , ua:U l U•• 11tlo.lo AMDt 

aM.ll bi'J ltlbHTttt.d, a t 1 .. 1\ tiiMI .. II! - doP a'UM ..-.loa &ftd ~a\1•• a l 

th7 Ok•ll pr•orno, 

6 P.C, 3,- Tbo oou .... o r ' h• Nld oorponU OII olooll llo -ed '' 
\ lolrt- 41rMt·or•, -a.o olloll 1>t otooxaoloero, ..,d - ( ouop' tllo rtro' 
41rMtora h.r•"T • ppolated) .... u bol e • h H or rtooo ror ooo 7Mr, aod u \l l 
O\ l:ttra are okOa• t.a t)loJ r pleNa. Tllo pu"IIODI a.w~M l c \he Clra'\ eaa\1• 
or :bh u t allall h ~· ttro t 41,...\41'1 , ...s abol l twold t loolr orrtooo ua\U 
tbo tlrat -""' o r April , ta t lu 100~ oa• tbo•uutt ~•.-• -.Ired u d ttnr• 
. . ..... \IA\ll ot~v. &N ..... la tb• lJ' pl•••a· n . u,. .. ,. _,. •. e.aoept for 

" e t ·J r at two JM.n . aa.al . ~· ... u.llT elsoa«a • ' .. tub U M &ad (.lla.c• l a \U 
Clty o r Wev Tor:.. , u4 oa ..,..b mot t e• . u ebel.l ... Cl1'Htl'd lty \b.e "y-le• • 
Of t b .. • •14 .,.,.,J"a ttoD. lJl e .. U . a •etla-t.a ot \te atoo~laold•r# M-C~ all•N 

&aall "'D.\h l• t be bold•r t o • • "'•• •• •• i l • • 1• • •r~oo o r -,. ~NJ7• 
Ia ou• I t obou.ld "' ..., u a bapl)Oa U>&t u • l oottoc or d l....,\ora 11lall ao' 
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-.-
'" M4• c& Lhe 4oJ appelat .. ~J \lie 117-l.a"" of Lila .. 14 oorponuaa, 

th .. 14 • rponll• .....U 80\ ,.,. ~·• • .,. • • ba •- t o k f.loMl• .. , 

Ia\ •••a ole.,l• allall k llel4 • •J o tMr U, • ltln •ball Ito •P?el.at .. 

., no 41,...\ora of aa14 &e-latlc&, 

.:.os 

SIC. •·- T•• d t r .. taro (o r Wboa tl• • -~l oo••tltuto ~ qooroa ror 

t llo t naMnloc or kolaaM) .....U a ppelat • • of t bot r -r "' 'l>o ,..ol_ 
dct, ..., •J appolat ••• otllar orrt .. ,. ..,. oc•u u nor oball • ­

a.c••MZ7• ud t b11 _,. ad-• uus "'abl l l-b wob tt,--l• • • , nale• utd J'et'll•· 

slon• •• t b• r aball U..lak p.re;..e r •od ••pecSJtat: , '"~lao the d1 "'pe.attt• 

u a a..uc.-..r.•t c.r t h• pJ'O" r17 , ••'•'• ud. ttr .... or t be Hld oorpon:­

Uoo ; \b.e t i'01lt teP' ot aba ... , t be ••lle• aa4 ~t ot \bt'ltl' ottlc~l'l a M 

""utc, uu~ eleGt to·o •~d ~lD& or \ b.P 41rec\ora , u d a.ll u t \ • r• -. ... 

Jon.-.r '-bleb ma7 appert:~la • o \ be aOG••na• o r sat4 OOJ"pontlon. t b• .., 

uo,.oy 111<111 bappoa -. \lao d l rootoro, It _, 'I> rtlloC by til• ...u­

ta. dl r .. toro; alit t be 4lr .. \ ora _, ,...., .. aU orrtoor o oppota\oC l>J t il• , 

MJ tppola'C Otlt.N"A l a Ua• lr pl aae, aad ft l l c U Y&n.aolel t a the o ftt••• · 

!.r.:c. C.- n. 41r.o\ore M.7 rec;.•t zo.t ,.,.._,. o r eubMrip'\t oal to tH 

•tock at. •uoh ttaeo u 4 1D • u•b "roporU•• • • t la17 1:41 " -• • ,. ,., . ,. • 4• r 

\ Oe p40alt7 of ~orf•lt~ al l atook ana ~r.¥taaa ~eat& ~4• t horeoa , 

lA~ ••1 J \i l t or ad reco .. • r all aueb 1\lbaorll~'-'-'· lot t o • o r Ule ; lae 

lAd pl.aoo or '"'ob ,.._ .. -ll h pOlblU~oC t or r ... r • M h ; rOYlou 

u cuo!l U &•, a \ leaat oaM lD ... a. ..... 1D ' " a..a;!eper l ;..-.bllalaed. 1A 

t b• CH7 of hw tan. 

~EC. 6. - t he a e t c\ oorpora•l• U1 be.Yc. • o-.oa ••l, &44 t he .... 

U'l alte r or r-tee• at pl. .. eunt ulll all ooa•no\a • • • .. )* bt eUber Yl.rt.&l 

or wu1ar ttt,e alaaetu.re ot tb• preal4•'• •"-"'&17• or otb.1r orttoar OJ" · 

"itt.L or \ be aa l d oerporatSoc, u 4 wltb r r wt,.._, ttl a eorpon.h ••1• 

810, 1 ,. n .... ll bo l &...rul t or tllo aaiC aorpofttl or. tO ooatren 

wt t b \ be oat• JlU.IJoll 11, ASPJJIIIAU., ~ L, ln'JJIIIDIS, I<JID III'Jil!T ~!f, 

t of' tt.e ;;1l,.....e ot all t:)le ~talt a , ;:rtft l••~ az:.4 ..._ltl• .t ..,..,_. W 

n-. b7 the edcl l o,.bl l c of M•• OI"U....._, u 4 t or t b• J}UHb.aae ot the l aMa 

,_, .. "' n• 'loJ no aaiC l opoabllo , ue so ,....1.,. o -••u•• ot oa4 

\All~ \bo ooao 1.& like ........,_. &I t ile aata 11.1J.I1o1 ll, A6Plllu.l.i., l CBI L. 

~TII'!IJaS AIID Jmll1' c:a.lmOlT """ 4o or ... ¢DI &lUI t o l ... • , or ooll oa4 

eounp aar or ·••h l ""'• •btell n o ao.ld .. .._.u ... ollall cot •- H 

t HH .. II'J t o n\ala, ac4 \o lniUa ao4 oooa\Nat all oaoh balldiOC•• ,1ero, 

doo•• · Mala• oa4 t.-n oa no aal4 l M4o •• no &ai d co,......,uoc -r 

h• orpoCI•t, ID lllta _ ... •• t bO oal4 lli.J.JAII 8 , Ao5PDO't.l.L, lCBI 1.. 

fTYl>lllD!. AIID llr:IIIIT CIUIIICIY ... 4o • t or t bo oe t d &nato 

SlC. 1 . - Tb t •ai d oorpon tloc .. 7 boM"'W tro;P :. l a• t.o 'l&~" u•cb ~ 

or ftl'» or a;oa.,. .,. _, '• a .. ••MJ"J' \ o 001aplete ea t d ~. dl~ ror t he 

otbtl" ?llr'pOtea O\atMJ"laecS , 1 t bl a ••"• ta U:.e ..-bol• ao\ exoee41.q the ...._, 

, 
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or tll• oapUal a\~ aot.a1J.7 pe.U l a , Uld _, 1 ..... ead d.h- of thlr 
• da for -.:t -• • bo..-1 - .,., II~ alltllorh:M t o ..ana-a• 
.., pert of tholr eorporsta _,..., oad prl•U•" \0 .. oure t he -at or 
.. .a bocdtl .. a t ba od 4 '1-~ro wq -rn oe t he lloldal' or -.:, -. 
not U7 looua, tor ....,. _.,. • • llonowea, tbo r l a.u t o oocnrt tho prlaotpal 
duo tbor<>OU Into •'-"k ot t ho aalcl aorpoftUOA a t &D7 Uao IIOt aoaa41Ac 
rl .. Yt aJ'O ,.... t he .... or .U4 ...... . tilldar . .. u reo~& latlODO .. t he cll­
reotor• UJ:1 • •• t it 'o C~P'I &ad tor t uoh P'lJ'PO••• cb• ••td oorporatlOD. 
att autbot1ae4 \ O la1re.ae 1' • eapl,al e\oak \ o tb• a.ount ~o bor~•~. ~ea­
anr c:b• peJ"eoa • , or AQ ct \.It•, t o C .oa w eb acaey 1o dua , at:•ll el"t ~ 
'"""rt t nt """" hlto • '-• k l llu• DO\Illllol barou o""tolntd lllltll he coo-
a~rutd t o outllorlu .. lao,_.. or tile oopit al atook or aotd _, bqoM 
t~• tu"' o r t1 't'e alll-lae o t 4oll.,... 

tfC, 9,- toob a.4 •••1'7 •~<aoldor oball llo IDJI•tduollt l l obl• t o 
t • o o.,....l to •o o r • • lei corporaU OD, t or all d-'>to l l><lt r:.&!J he du• - """c 
by u t i! eo- pon,l oa., to tbe l r U boN ra u c aer'ft.llta ro r aerTtces .,_.n-o,..., 
"" tor all ot hor dob\ a u d l !o>IIU1t 1• or th .. u corpcJ'Otloc , t o • 
_..,, o • al to tb.o -t or ·~"" llold b7 lola, uUI ho aball ban peld 
lA tla ll tbo -t or ....,11 nook eo llalcl. ht DO u ool lloldor olloll lot ~ ...,.,u, U • ble ro r t ho pap 011t or aar 4•\ -tractM b7 \ bo aa l d eo..,.,._ 
tloo · ~toh 11 uo t t o bo yald •ltbl a oao 7oer troft l llo tl ~o t ba doat l • oae­
u .. o•od , nor tml o u a oalt t o r tba aolleeU GD ot web d o lit aball llo llrot>P* 
04ll••• oolcl oorporaUon 111.\ lllo cao t aor attor \ ho debt ahall " """'" duo1 
one no ouU obaU be 111'011&11\ -aotaa\ oDJ' otoot llola er In aal 4 corpor e t!Oil tn 
e.ay debt ao OGDtraotocl, valooo n o ..,.. aholl bo oo-=oooed •Ullln h o ,.ara 
r""' tho 11a o bo tllall b&Yo ceuecl to bo o otoal<boldor la ooid oorpont1011, 
oot uoU l &D u o011U on -aotaot t llo eorpora U on ollall ban lie., Mtvatd liD• 
aallorl ad to -l• or ta p&J't. •• ,......., .lloldi"" a tool< lo. •at.! ooaj>a&7 u 
11 cnnor, a...atDle \ ft\07, CMJ"d.la or •N•'"• u d aa eraoc bol41aa n ell 
llook u oollatual a te11rlt7, abaU -. • • • orol17 ltlbJoot t o &a:/ llallll1t7 
•• a ot oocllold ... ot odd _ _,, lNt l bo , .,_ ~ocl4l114 n cb uoolt ohall 
bo ooul4ortd •• lloldlq ~o . .... aa4 Uall llo lloll! • • • o atookllol4 ... 
·-~. aa.cl t ho aot ato ad tlmdo 1a tllo ~~aa•• or nell .-tor, adiiS.a• 
htrotor. pe.Nha or ,,.... .. , 11>&11 llo Uoblo lc lito ....., ... ou:d to •u 
..._, en•' u tile tut•toT, or ta\N\a\e, or \be w .... rd , o r •PMC 1D.'\e!'ea\ .. 
1D cu<b 1'11114, ~4 baYo - 1t lto b&cl - llY!a& •ad oc>~~pn•t to a ot, 
&D.4 J::• Ll t.ll• etoek 1a llJ. e o• •- · b•PJ e~ .. ll .-xewto.r . e.d:alal•t.ra•or, 
t;tl&rdtaa or ,..._. .. , oaall r ep .. ••• the Uai'M of otoclt o>-atd lit bta u 
tvob ad.ata&a\.ftto-r , &\*"-lea QP '" .. , ... e\ all K;"tl,eaa o f \.be ~. _. 
.., •oto •• • a~tlloldor, .... .wa77 ~·r•Oil pl..,la& lllo atoot • • oto,.. ... u 
aay lD Uko _,..,. ,..,,.,.. •• , \11<1 •- CD4 'I'OLo aooor<I1Dtl1• 

811). 10, • Tllh uot alo<llJ t <>lto eft .. \ lltRJod l a tal7• 
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All IJ:f ~o - t laa Ae1 •tUl4HI • .t.a AU to lA­
corpOnta the ,..._ Ull..._d ~.· 1M'.... April 7, l84t, 

,. .. _. 4!1ri! a , late. 

: b • .PMple or 'be lltah or . ... ton, npreactM ln 
llcah . od .u....-11 do •••• •• tollowea 

I !,- It eball ba l aWfUl to~ t he "*"- a.u...,.c1 c.._ 
t o ba17'01r, troe tl.ae to t lM, Ia adClUoo to U a _, 
llll1t4HI 1>1 u. .... , ~0 :naorponta .. 14 c-. paaaM 
April 7, 1.849, "'"II- or......, of-., u _,-... .... ~ 
W -plou t ladr roM, - tor o tlaer JNTPO••• a>nlaoriuod loy nld 
41\; to tacue ~D4 41 £poae o r ' b•lr bon4a tor the reieburae-
ur.t. ..,r &»J' ..oa\ to M ltorro•"· or •ta1oh ay • • • .. .. 
kno•...S l>J' tla-, aDc1 to a:ortcac• ""1 . art or tllolr ........... .. 
propertJ and pl'trtl._ .. co &&ellre t ba P"TUct or &aid boada; 
ond tboJ N7 eooter u- tile bolc1er or ~ boac! •biOla tile, 
eay ao ! aoue t he rl&llt t o OOGnl't tllo prlaelpal npnaoat4HI 
t taoreb1 lDto tho lltoax of ot\l d oorpOnUOD, at AD7 ttu 
Dot os aeac!ln& tlTo Jeai'O troe t ba 4ate o t oo!d boad, uat or 
ouch l'<1;1u!at1011o u tb• 4lree1oro ~~q "" t H to adopt, '01>111-
..,.r IO/J:I JIU- 01' t ar •oaa holdla& IUl)' ...... bond oball eloet 
t o OOftYert. ~be 1-t..ae 1nt u • t ook ; Gnd for '-"Oh f'UFS.Oie, t h l M14 
1oaorpont1oc al'~ hereb7 auttr.o·rt x.ct to t.noi'Me• Uttt1r • ptt •l 
a;t oek. 1"'''fft tb:.e to U c..e; 10, Mwn • r• \ hat the Whole e.pl t&l 
~ aal c C..I'Q.T ,;11&11 Dot esc- t Da ...,. or on.,, D1ll1011o ot 
c1ollan, IUU'tll.lq la • • ld aet \ O ' b• contra,.,. DO\•ltllllto.Dc11ac. 

I 1,- ftJa ae\ allall \lake att .. \ 1-ht• lT• 
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Tlao ol .. Uoe tor D!....noro or t -h o__, aMU 
bo llol4 at t lao orrtoo ot toe c__,, la \bo CltJ ot a .. York , 
"" t bo tl ro~ • ....., ot AprU Ia ooola roor. 

1\r.e o\OOokllo.\4 ... Moll •• •Me• •r t lao loard, ot a 
~r .. o41D& u o t ta&, t o a ot ao Illo-ters. Tllo peU. aloall 110 
opocod et """"' · &M ooatlauo o- •Ul , ,.. o ' oloelt la tu an-. 

"l'llo 8o6P4 ot D!.I"Mtors aloall ooulot ot \ 111P\- otook­
lloldoro, f1Yo o r - ala&ll ooaftl lll\o • quo ... tor tllo ......... 
aotloD o r baou- at tbo uotlD&& or t~o loard. 

Al!1'10L! 11 

Ttl• Ot t l coro or tlal o o- rur oboll oocolot o r a Proold•t, 
a Yl o .. Pro•U•t, a 11-4 Yt...,..ool4•t, a Soorotary u4 o 
T?•e.&UNP. 

"l'llo Pr .. U•t , Do n-.. 14-t , a44 t ho 8- 4 Yloo­
Proold•t ollall • 1-Jo llo -r• or t ho loard or D!.rocton, 
&Dd tho ooid o t ttaoro olaoll llo oleotod ~7 tile io&rd I\RIIul.l7 
lf!." la ol&Jlt ~· aftor t bo oloo\loe ot tbo D!. PHtOPO. fto YOlO 
olaoll k 1>7 ~101, - a A Jorlty or oll t llo - kY• or t llo 
looar4 ~lao ,_a...,. too olaotoo, 

Ia oddiUoia to tlw Orrtcoro "•tore ..-, t ho lloe.r4 ~ r roa 
\lao t o t lao a ppelDt oddlU~ ottto ... a, -.aoon ""' ~~o~•to 
Of t llo ... aillMI or tilt C_,-~ nqll l rt, 1J1<1 dorlDo t lloiP 
4ltU.M. 

!loo aolorloo ot tlao o..,oral otttoon ak.U loo tl:rod lor tllo 

Ao.N ••• •• atn •11-••·• or .-:~\loa aaall H .:.dt~~ , n:­
oo~t "ltb tbo oppJ'OIIOUoe or \1,. heft, 

l a caoo or ear tall~• t o bold aar ol .. t t oo tor ot r toor o, 
t boao ID ottl oo o.llall llold t bel r ploooa ond h locallJ q01olltlod 
t o • ••, utU .., o1 .. uoa oiiOll 110 bold , 
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Alii Clol xu. 

!be d11U .. or \1M rr..t.._\ alllall loe, to pno14e a\ \1M 
-\taco, ud w u.nbo • .-~ •..-mala nu \bt atrun 
ot \be Coopeq. lo ollllll ..,..,. power to ..u -uaae or \1111 Dl­
retwro at .... " u ... ,. u- .. be allllll \111M proper, aad 1\ 
obeU be hb dlliJ to ooll .ub •o\iqo upaa \lot orl twa roq.Ut1 Uoa 
ot t" or 110ro or tbt Dlnoton, o\t\1111 \be obJH\ tor whiell 
tbe7 with ....a. -uaae -· ... 

!be n....,.,..,l.d•t elllall, 1a \bo aloe- ot tile ,...1.-,t, 
-rtioo all or tbt """" ud r..uoao whio M:l la "'7 -., 1oe 
AUp tod to t tlle Protoi._t. 

!be Soooaol Yl-Prui-t alall I'M1U oa UM I ou..o, ud, 
1a u.. aloe- or \lot ,...i doD\ r.- \lot h\llooooo, olall oDntoo 
,,..b c~~au .. ot \lao Prooidat u ~to to \loe opero\1.,.. ot \lot 
~at \lot I.U... 

UriCLI n. 
h ob&ll be \bo dlliJ or \bo loore\aJ'7 \o 1oe proooat at U. 

aooUao:o ot \lao lloard, w k.., a noord ot all 1 to proooodlaae, 
... \o tater tbo •- la \lao lll.auto book1 \o otlld noUooo \o \1111 
Dlroo\oro ot all -Uaae w:..lob aro \o be bold, a...S \o attolld 
\o ,...., otlle r d11Uoo u M:l be dirootd liT tbo l'rotoldoa\, or \lot 
Vl.....,..o14eat. 

AmCLI Yo 

It olllall loe \lao diJV or U. ,_..,.,,. \o no~~~. .. ud d1.­
llvoo _..r tile dino\ioa ot \lot loard, ail _,, 'boloeliaa 
\o \be c u .,, w to k.., ......,..,. w .,._u. -•w ot 
ail ...., nolll.p\a ad dill a to, ud \o -a dot&Ud ropor\t 
ot...., ntlll.p\t ud d1 . ....,., \a \o U. llftt\oro o\ eaa 
t\atd -u.. ot \bt .......... llllaU ..... \o be ..,..ltd 
ail _,. no~~~. ... bJ h1a tor or • ._, ot tbo Co 1 .,, 1o 
tiMII ....._ or ....._. ao \bt loo.rd M:l oolH\1 or \o -o .,... d18-
J10&1Uoa ot tbo t-. ao \bt loord ot Dlroo\oi'O •7 d1roct1 ud 
111 !ltPNHo 1a Mallo ollall bo oowrod la a book 1a tbo .. ~ -.,, 
!t \bo erod1\ ot \bt 0 4 fiT• 

AU tbtoU ,... ordoro upaa \lao tudo ot tllo Co- •hail lie 
una oa U. ....._ or t•Ut.aUoa 1o whi ob tho_, ot \lao Co; f 
aq lie dtpoeltd, aad ,.,.b ebMko olld ordore ebail lie ol,... 117 U. 

:~o 
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Pred4..,t., \be Yl...,....ld•t., or 1a t.belr ab.,.a.. the Aaala \&4\ 
to n ..-#realdaDt., &1111 \lot Treuurer e or liJ' t.be Preaidattt, or Yt .. -
r r .. tdaot, or 1a U..ir .. -.... t.be ..._le\ut to U..-#realdaat, &ll4 
the Aw!Uore or 1a tbe abo- or U.. PrealllaDt, tt....rroaidaet u4 c.. .a.ul at&at to fl.....,...ldftt 117 t.be ~r &1111 tbe Auditor, oDd 
ba dru 11 to tba order ot tbe p&r-\7 to whoa tbe 1'"'7MIIt I a .... ao .... ... 1a ..... ot 1'"'7&• Dt tor ..,.. II• P<! r&Oil& 11\ t be --
ploJ ot the Coape.117, tha oheoka d r&Wil ...,.. a apulal dapoa1t 1a lloulll, 
call ad tho h tllolu Drat\ "-""t• a ball ba alt:Md liJ' d thor ou ot JIM t ol lowill& peraooaaa 'fM Proalc!aDt, the V1M-Praa1daat or tbe 
~rer. 

'fM fre&IIIJ'er a ll&ll r&ilatAr all trena fuo or atoalta, aad t o r 
t i l l , .,...,.., . be a holl ltaep the ocoo~mt ot u,. otock re«la tare<! &1>11 
~r&n~flrred , 111 auch f o n& &Dd Q&J>Dor0 and ....Sor noh ro~Ulatlou u 
tbo ll011rd of D!Niatora ~ !"1'0'& tl• to tiM pr .. ar 1ba0 u d he ab&ll 
attend t~ , .,.b o tbo•· duU oa aa »1 ba <!eat.,...t.od bJ tho Proald01lt 
or VLea-Pr.,.ldaat. 

Tbe TrtU'.u.r a!>all a l ao U.p tho dlYida'ld boob &Dd noaord ot 
boodo, a ttend to tbe p&TMDt ot d!Yidaeda &Dd l atanoat ao-r. 

I t ahei l be tbe dutJ ot \!Ia tleu....U Alar:lltor to bt•• ohorp ot 
and olldl t &11 aocoUilt.e ot t.ha Co•P&IIJ'• 

.I.Rf1 Cl.l VI. - P.poalad • 

.l.ld'ICLI VII 

W truatara M a tock aholl be aada Ia the 111111ll f ora, 1>1 
tba otooltboldara a lplq l a proper P"raoa or liJ' atto.,..7 , I a a -
to be prepared &1111 kept 117 t.be T'..-allTitr for that ;>W')'O&•• a dHl&ra­
Uoa or aala or trua!or, ,.t\1111 far\11 tbe a-.11<-r ot aheraa traaa­
!orrod, tbe pe~ to .noa , &ad t ho t iM <O!Ioa, tho .... oro eo t r&lll­
ftrrodl ud at the tt.M ot ,,..ll t ro.nater, tba old oartlfloataa ot the 
a'>.araa ao traoofe rred ab&ll 1a all • ••• be lllTr&Dd&red aad eancallad, 
&ad a an oartH'i a.ta ob&ll be t u....S 1a lieu t.l>ereot • 

.1.11 oarttfioataa 111uad aball be al.,.ad b7 the Preal dant o r the 
Vloa-Pretidan~, &ad ~- aeeret&f7. 

1'1 _:.I _ 
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AIDCU ftU 

ftN'e •lllll - a.u ~ _..._. ot tM ......, ., ·-
__.,., ........... ~ Ia ......... , ........ .,., 11117 • 
.~,....,., ..... , ... Ia ... ,.. • 

.1. t.U ...S ~ot .. na'-\ or U. atfal~a or tM Go•; _,, 
tiiOOUUI \llo nal&l' .,.,.u._ tar \llo pull 't "I n-1. ,_, 
..a.. 1- JO"o eMU '- .....,., ... to \lie laar« ol Dl.....,. •• 
~ ...,.u.r •~ opeel&l. ~ lUIIW al\ar ....,.., 1"11'0\o 

lllYiMMe ~-~ ., ~...,..,., ........ ol 
Din 11 a, a\OIW u a\llomaa, ~"" at eMll u-... tbe ..... 
~·,..a'-

.&JiriCio& u 

w Melllt ... pepen ., ... ~ •ball ... , aU u.-
- to "- LWpaatl• ot tM INN, or _, ....... \llo,..t, 

... fllo ord.,. ot ,..,..,.,~ •• ""_.u..,. ot ~- loard oluaU 

~~. ... , -....• ., ......... 
ftuae ..,.... ot \llo • •• ..,,.., o...lUaa, 

......... _,, ........ . 
,.... - ' ·• M7.. ., .., -u..., u. ...... 

, ... u.. .... 0 

•• eMU ...... -- ..-.1-.17 lln4ad tl "" 
'-Uaa\ • fl-.haal._\ 1a vlu.,, _. \1111\ a -,jorl.• ot aU 
"- ...... ot ... loaN -- ........ 

:92 
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I A I a I P A It I I It ..• , -
- • ltJI 

•••••••••••• 

• • • • etM teU..UC la • llrdof 111~ et * ,._ llaJ.~ C s 11 

n. ..._ auu.. c o s ... u..,.. .. -.. ...... * ~ 
.r u.o ,...., et .. ten "' • An ,..... • ~1 '• 1149, u.' -
1\ poNlNI.• te -'"-' _. ..saw. a ,.n .... -- u.. leU.. 

.t ...._, el ~ all -...t•t Wldlap, ~. ••M .. .,., •'-•t 

_.or u.. ana\ .... "' \be ..,.'1111• ot ... Cia h to l t lllu 11. -...-u, 
lola L, ftrg' •• _. --~ Cbo•nf's to p\ll"ellaM - •elpu •'"-

or- MlU., ftooala la -u .• wl\ll \be lioMs ...t to ,........_ all * 
riclr\o, ;n..u..-, _. s...tu.. *' .,. ..... ..-w ...,. t llo BoJII!'IIll• 

at .. Oa ' to 8&14 .~.ap~-u, 1\ep-, _. CM...,, 

hi t M el W. __ _,_ - etfeu .... .., a eoa\raa\ -. 

•\ued 1a\e -.-1M,_~ 0 e 'IT_. Uoo lltpdlt!o ot 

._ Cia t "r ftl ... U.. ' 0 WIT WM el,_ U.. _,_,,.. l'l'" te 

_94 
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... \J"U .... ...,. ...... ~ ........ * lo .... or '-· floe 

_.u..oUoa •• ..,_ 1a 18,., ... eoooplotM Ia 18~~. floe rz-a 

Coaal Cotrpear .......... -tnl at* ·- llail ...... eo.- 1a 1811, 

aad o011orab1p or tba raU,.... ud all ot it. rilhk ud bol.dtaa• -

law tile """"' or t.h• tla1W lwwe Clo••.,...t 11t. 1904 u l*r\ or tbe 

purob&ao ot tho PoA&IIIl Ceul rv\lw aad uooala wd pi'Oplrt.T. n. eo.­

JU!I h o;>orot.d bJ • lloard or dlreotorw appol.aW bJ tile &eare\aq 

ot War, ebo boldl all tile atoot nee,t tile qu&lll')' lll lb&rel or \llo 

d1No tora. ,. Oonmor or !be ....... Caaal1a Preel-t or. 

,_ llail ...... Co•..-T· 

Ia un \he ~ ~~e,... tile oporaUoa ot • u ... or uUiae 

..... ~.a bot•Hn lin Iorl< aad it. .lUaaUo w~, tbatl oallod .lepta.-

wall, and oleo botoHn U.a Pac1t1c teralaal to Central ""'erioa aad 

lluioo aad lewr to C.Uroroia. h hu 1laee oporewd oooaa aorwioo oa 

til& .lUanUo and Paol!lc oouw I n -•Uoa Wltb. it. raU rood wrnaal•, 

or ~ tor ,,.~~, eel"fice bJ ooa\recw •Ub ot.hor aa.paniea. n. 

pruftt ew ... bip Hl"fi• of tba Coapo.Q1 bote..,. 11.,. tori< ud tho Cual 

Zooo •u tao,.....tM Ia 189) nt~ ... oea11 or ,.,.ri..., ropa\17, -

bu bMa Ia _u. ... nil- t or rort.T- the JeUI• 

Tho Coapo.lar 11 noo o,..nuq t eo at.ee.aoro ot approa:1aatolT 

9,60o 1ro11 tou oJid teo of 2,6ao 1ro11 tou be\..,.,. In l o ti< and 

Crietobol , Yia Port 111 Prineo, llaiUJ tt>o two laraer Youel.a tJJUT7 

pauoaaoro u .. u u •rae• Co•nllal oorao h balldlod at woot•-

Regraded Unclassified



- . -- ~ -

-"' .... - .. ,n.t,-1 .u. el tile u.. '- la tile eam...­
tl :qs"• • tile ,_ '-1 _. "- lldlNM uunuea .. tile 

X... .. la ~I'U.SIC ........ ot tile ... ..,...aiMU.. lletls 011 

~ Cual "- _. tile hlW fteuas la ran, t1111 liM to -u..-.. 
a auu .. rr MJ..t"' tile '-1 .,.nu- ....... lu ll&no15lldlll 

_..teal..., ...u.w. ~u- r..- • e......n _. tu-

~· !1!ne - P" I .... OIIPp -lila U'll lle1ac -·:~u"esonW"" a\ 

~WMJ, laaea..._\ta, u ~ \1M •-re - 1a .. m_ 

1'1. ,_ lldlNM o : , 11u ..,. ... ._. a 1 '-rr an­

alto tor 1\a -.' r•s o1- l.l4t aM..,.. \lie la!W 1\a\ao .,..._. 

aeqo1Nd \lie Caoal Z.,.. \lie .hhl011 as •Je ... "' ! M'efe \lie sola 

at t..Uutta, alolhtac, •-=" a..,u .. , eto., \o \lie Caoal. Ollplores 

ud ~ o\Mr lllai.W 11\at.e 11oft-\ to ..... 011 \lie la.._. A f'olrUier 

-1011 -. lAI\aP .... "' pefti\ \lie tv.lsiWIC or an s rr ftiiPU• 

w -..1a '-!Uac \be Ceul .r "'uac a\ lu ~"-· Ne di'lialae 

--.. l'ariorJ', ... , ...... , 1M- pluto u.n.trtal loMntorr, •'--• 

_, aevt"'*- _. eo1a \Ceap reWl e..,_ la \lie ,.SMipel c:.aJ. ... ._. 
tb ,_ '-1 An.,..,.., :14, ltu, .............. 

'-'._, .. ._\Ulla'-o ..taw., _. openu, \M"slllb u. '­

-.u....,. tlo JFIIJ' or o\bmao, 4rr ..-., repair...,., roNt. ...... 

~ • ...,.._, ..... -, _. atller asessearr tM!Utles _. 
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.. -
"'U- - A"" • 

4D 1 I su fer t1s11 ,_,.., -' ,...-.ldlat .-1 ... otlser •'-rlw, 

l.dor, ...,.tro .., ...,UN tar ftleel.a of \Ill ...,._, ot tu lalW 

MaW_., ~~ tar~ Mllll at -.= We prl- '­

pllli.ll .... eelso.• ...... \loU ..-ut-. ...... to .... -rRip ., 

all l&ad l a \Ill Cuoal ..,_ llf tlse lal.W 1\at.ee wl\11 till roelllt.oa\ lea 

ot rellalllo prlnw ·~-u-, ua ,.._ ~ 0 e ., openw 

.. rto• .. u.nu .. tllllela WO.U ~ ....._w.., prlww I ; e1 .. 1a till 

uwal ro.U.Ual _. ._._. u ... 

Ia acldl\loa w till e~ro\loa ot \Ill ...U..... proper, tile 

•-lllp u .. , ud •• a-l1M'7 lllrtaoa, \be..,.,_, .. unu .. 
ot u.. ....... IIJ.l.ftM I a ~ ,.., ... \a. .,_,...u . ... -.lilt x 

ot barllor wno1Dale 111• \Ill \ftaaier- .W..Sorlal ot ...,..,_ ...... 

,.,. tn\Utora - " ,. plutaa a..u s... wlep- ,,.w., hDwu 
ThoU w Juhi.,_, plaawu ... , •tU. .LadutJ7J da1J7J ... \llo 

a...~ac ot loto ud ._tel of kU4111p oa lud ..- bT tile rail....,.. 

la \he o:~.u .. or ,._ ud Coloa. 

_97 
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Sept esber 4 , 1339 
5:50 p . m • 
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• 

c 

!i!!Jr: Hello. 

Operator: Y.r . J ones. Go ahead. 

I!I:Jr: Hello. 

Jesse 
Jones: 

J: 

J: 

;-~:Jr: 

J : 

~!Jr : 

J : 

J : 

J: 

Hello. tlell, you finally made 1t , huh? 

I cade i t , Jesse . 

God, you - - you had qui te a t i me, didn ' t you? 

Li s ten, anyti me you 've got somebod y you don't l ike , 
l et me lmou , and I 111 send b i a acros s t he ocean 
i n a Coast Guard cutt er. (Lauche. ) 

(Laughs ) I n a Coast Guard cutter. II ell, you • ve go t 
core coura;se t han I would have had. 

Well • • . •.. 

I wouldn ' t t r y to cross the t pond i n one of t hose t hi ngs . 

11ell 1 I th i nk I ' m pre t t y good myself. \·I e ll , you j ust 
l et me kno>~ someti me anybody i s bo t heri ng you and I ' ll 
send h 1m over •.• . • 

All right , I-- I' l l (laur·hs ) get up e. list, Henry. 

(Laughs) 

I t hink I could ge t a lis t . 

I t hink maybe I need two c ut ters . 

Yeah. I t h ink i t vould tako a t least t~o-o . 

:~!Jr: (Laughs) 

J : \/ell, I ' m delight ed you're back. 

H!'Jl": Yes . 

J : 

J : 

And I hope you're feel i ng all r i ght . I know you must 
have had a devil of a tri p . 

Yeah, well I want to aee you soon. 

I hope t o see you j ust ae eoon as you ' re -- i t's 
convenient for you. 
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>::'Jr: 

J : 

·~!Jr: 

J : 

:-:·.;r: 

· . .. 
. . 
'. 

- 2-

llell , how about Wednesday ror lunoh? 

It will be fine for me . 

All right ,. we'll have yo·..tr favorite r ood. 

I ' ll come by. 

Vledneaday for l unch. 

Vledneeday for lunch . 

Do you want •••. • 

0 . K . 

Goodbye . 

Thanks • 

:!.99 

-
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Secretory of State 

Wo.shlngton 

1~19 , SE~trmbEr 4 , 9 a . m. 

PLAIN 

&RI.IN 

200 

Dated September 4, 1939 

Rtc'd 1:30 a . m. Stpt, 5 

~e German preas quotes Rcichs~nk President end 

Economicn l'ini~ter Funk o.a oayi t\3 t~!O t btonust ot th£ 

confidence of ~hE public· end t nt prt~ent otrong oystcm 

or control the Reicllnbank needn to tuke no special measures 

to protcct the vnlut or the mark or to innure regularity 

in monetary end credit trcnsactiona . It is asserted thct 

the increase in the note circulation is entirely normal 

givt"' the circumstcnccs end thct the Oer ... c.n ooverruncnt 

luis f'l•~l control ov.:r priceo end wages , As confirmation 

Punk rtt'tr:·ed to th£ nrm tone of Ccrmen stock cxch:l.n;;ts . 

Funk ' s rte>tlr!cs t.r t omplificd by prcownnbly approved edi­

toria ls in certain papers not~oly in the BOERSEN ZEITUNG 

Of ycoterdny morning w~ich noocrts thr.t in contrcot to 

Englo.nd ' o action Germany will not tn3ngt in "poli cy of 

monetary n~vcnturc" end thct the German Government will 

"lllQintnin wage a and guide prieta", •rhen a curiously 

worded otntcment appears thct "where fret purchcsin3 power 

mekcs 
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PAP -2- 1049, September 4, 9 n ,m, rrom Berlin 

mokco it~ npptarancc we will stop (inflation?) through 

lowErinz pricEs - to take r.way any a-'vc.ntagc from spEou­

l ntoro - and throue;h tcxcs and nlso through bond i ssues 

in ordE~ th~t ~urchr.sing power rclcascd shall not go 

c.o trr.y'' . 

T~e acic~b~nk statcncnt for Augus t 31 shows on 

incrcaoc in ~E~.chabcn.'< not e c1rculnt1on during th£ l eot 

week of ~he ~o~th o~ 2 , 197 , 000, 000 mr.r ko to a tota l of 

10, 907 , O'll , ()();) ll'.O.rka , For t he nrJ~ ~~.,~ ~n ytcro, bow­

EV!r , no ~ot~.~:·tc of the t otrl Clurt't"\cy e11•culat!on is 

e;ivr.n , f'i. ,lltrto f or thE circultlt~on of coinage and rEnt cn 

ttlnk ttol:cu bc.ln(l o>•littcd. Normully \:hE c irculation of 

subs1d1~.l:'~· notEs ntvl co1no tot c.lo a'oou t: 2 , 200, 000 , 000 

mer'<o , I i; is probnb~. t however ~hc. t nn even grea tEr nr.1ount 

of ancb cul'rtncy io nov: i n c i roulr. tion olncE thE Rticho­

bc.nk e t;.tthlEnt of csscts o~owo n dtcrcroc during thE :;>nst 

t'EE'< in<.,;- holoiin,!:J of frao t<<>n:.l currency of 102, 000, 000 

r:tllr:Cn and in rcn tcn ba.nk note cur~cnc:; of 5 , 000, 000 :nn:-ks . 

A1to3t thcr it t~ould accm probc.b).E t.h~.t the totol currency 

circulc.tion woo well i n c::ccoo of 13 , 000, 000 marks as com­

p~.rEcl 11' th 11 , 200, 000, 000 r.t thE tnd of July. 

Tl' £ ";c1chnbr..nk clcr.rinp,o l?hiOh art tht chiEf index 

or :nontto.rr VElocity in Ocrmcny <~Crt 112 , 985, 000, 000 

1llllrks in Au,;uo t n~ conp<lrtd with 100,905, 000, 000 mcrlcs in 

July rnd 115, 058, 000, 000 morko in Junt . Tht ~ticb:Jbnnk'o 
holdin 3o 
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PAP -3- 1019, Scptonbcr ' • 9 ~ .m . from Berlin 

holdingo or bills and chccko had ~ record 1ncrcost during 

thE Vlttl< of 2, 132, 000, 000 ~.arko to o total of 10, 272, 000, 000 

marko l'lhich comporco wi th o figure of 8, 460, 000, 000 on 

Jill!' 31. 

Repent to Treasury, 

laRK 

JR.L:CFW 
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London 

203 

Dntcd September ' • 1939 

Roo ' d a:oo p, m, 

Scorct:•ry of Stato, 

Wn.shin.;~on . 

1~0, September 4, 7 p. m. 

FOR TI\Z.'lSURY FROM BUTTERIIORTH, 

1. Th'l official _-nt e for the pomd tor.orrow IT..ll bo 

4.oa - s. 
a. A brief eumma=y of the more important recent 

British financial menauroe may be use~11 , Thoy have had 

tgo dietinot objects: (A), to facilitate the transition 

from a peacetime to a w~stime basis of orta~lzation of tho 

City and (B) , the s trengthening of the financiAl sinews of 

war. In the former category fAll the prewar measures of 

rnising the bank rate, unpegging oterling, compulsory 

listing of foreign securities, closing of the stock exchange, 

the deoentralizati oa of Oity institutiono as between London 

&nd the country and tho arrangement whereby the Bank of 

England will advance, if necessary, the funds t o pay at 

matu.rity all approved bills accepted before September 3. 

In the aeoond oatogory falls tho extension of the resources 

and pewere of the British EquAlization 7und, the loan 

provision 
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-2- 1440, September 4, 7 p. m., from London. 

provision of ~500 million, the prohibition, oxoept by 

permission, of the export of bank noteo, gold, securities 

and foreign exchange--with the oomplomontnry·mensures 

reotrioting the nvailability of exobnnge to reasonable 

trade requirements and requiring persons resident in the 

Onito' Kingdom to sell to the Treasury any gold or free 

forei lO exchange at their disposal and the prohibiting of 

fresh oapi t.:IJ. isoues involving new money unless 1 t <'.an be 

shown to be !n the nnt:onal intere~t. 

The tex• of ~he order to help the Lond?n d1sco~t 

mcrket io au follons : 

11 Tho Ohcnoellor of tho Exchequer announces that the 

following arrangements hnve been made with a view to main­

taining essential fin~~cial eorviooe in the present 

emergency. 

204 

Those nrrangemonts apply to approved acceptors whose 

billa are normally d1soo\Ulted in the London discount market 

and aro intended to supplement the general provisions 

embodied in the Courts (Emergency Powers) Act 1939: 

1 . The Bank of England will advanoo where required 

to euoh aoocptors through thoir bankers the funds neces­

sary to pay at maturity all approved bills accepted before 

September 3, 1939, This oourao will roloaso the drawers 

and endorsers of such bills from their liabilities as 

parties 
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parties to these bills but their liability under any agree­

mont with tho acceptors for paynont or cover will be 

rotainl!d. 

3. The acceptors will be undor obligGtion to collect 

ae soon ne possible any amounts recoverable by them in 

rospoct of the transactions to which tho bills relate and 

to apply ouch amounts to ropaYQent of tho advances made by 

the Bank of England. Interest uill bo charged upon t hese 

advances at a percent above the ruling bank rnte froc time 

to time and in no case loss than 6 percent . The first 

in~oroet payment will be on Ynroh 1, 1940, and thereafter 

half-yearly on September 1 and Waroh 1. Interest if unpaid 

on tho duo dates will be capt tali sod forthwith and interest 

thereon will be charged at the prevailing rate for tho 

advance . 

3 . Advances and intereot will conotitutc a floating 

charge on all tho assets of acceptors in favour of tho Bank 

ot England ranking in priority to all other floating 

charges, whether under statuto or otherwise on their as seta. 

The Bank of England undertake , however, not {except in 

oaoos of insolvency or liquidation) to claim repayment of 

any amounts not recovered by the acceptors for a period 

ot six months after such date ao Hie Wajeety cay, by order 

in 
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in Oounoil, deolaro to bo the date on whioh a otate of 

~or omorgoncy has oeneod to exist. • 

206 

A similar provision was modo in 1914 wbon outstanding 

ncooptanocs of acceptance hcuoos, foreign bonks end tho 

joint otook bonks totalled porhapo ae muoh os ~400 million. 

During August the combi ned aooeptoncee, ondoreemento , 

et cetera of the clearing bo.nlco, ~hich today represent a 

cucb larger proportion of tho total buoincss, were little 

nor e thnn 1.133 million. Therefore, tho advances by the 

Bonk of England may not be largo; coat inotitutions have 

built up reeorvos a~inst standstill but some discount 

houoos will bo seriously affected. How far tho Bank will 

help in this cotter remains to be seon. No date has yet 

boon set for the opening of tho stock exchange. 

ALO 

.. 
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PAlW'IIRABE OF TELmlWI RECEIVED 

J'BOM: Amer1cm Embaaay, Par1e, France 

DATE: September •• 1939, 7 p .m. 

NO.I 1780 

FOR THE TREASURY. 

2C7 

This atterncon we called at the Bank ct Franoe and 

found that tor the meat part it waa deearted; we were doubt­

tul that moat ot the Bank personnel had alread7 bean trana­

t erred to the area around Bu;relg117cn, Pu;rdedoae in Central 

Franoe - thie location to be kept in the atrioteat con­

f i dence. However, the Governor and our contaot and other 

higher otti oera are planning to remain in Paris tor the time 

being. 

There was lese pesaimlam on the part ot our friend 

than on Reynaud's part concerning the ability ot t he Britieh 

t o maintain the pound at •·o•. He felt that they would not 

have much ditticulty with that rate tor aome time 1n the 

tuture. He mentioned that the Brit1eh had undoubtedly been 

prevent6d trom aeeking a lower rate becauae ot the neoeaa1ty 

ot large purchases ot war atoclta abroad. He said that the 

franc-pound rate would be about 175, and about 43-45 would be 

the dollar rate. The tund had not had a bad day today, he said. 

Deppite the payaente abroad tor war etoclta, the loss on balance 

tor the day will be small, he said. 

There waa diacuaa1on with hia about plana tor tinanolng 

the war. A liberal polioy ot direct diacouna by the Bank ot 

Franca ie tavored by our triend, rather than advance• on too 

large 
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lars- a eoale by tM Bank to the 'l'reulll')'. He said that 

auob adTanoea would ot course niTer be repaid, vhereae they 

he.d about one oh&noe in a hundred ot collecting eometb1ng on 

the diaoounta. Our friend would not make any predictions on 

the uount ot aoney vhloh could be rai .. d through detenee bond 

aubeo.rip tione. The rapidity With wb1ob war e~enditure •oney 

flows into circulation would deteralne t bh. In tble regard, 

he said that the Br1 tleh were fortunate because it wae a 

national habit in Great Britain not to board banknotee. ror 

two daye ot last veelt, in France sore than t en billions 
teele ot depoeit• were Withdrawn. HoweTer, the woret ie oYer now, be/ 

and todq actually wi~hdrawals were not ae great as depoa1ta. 

It ia also our understanding t hat acme 11,000,000 trance 

ot the Oaiaae de Depots et Oonaignat1ona are available to 

the Treasury. 

He tallted at length With pride and emot ion ot the aplrlt 

dieplayed by the French p eople at th1e c ritical ti.ae and ot 

h1a o~lete oontidaDOe 1n the ulti.llate outcoae, a oont idenoe 

wh1ob be baaed not on coaparatlve 11111tary strength but on the 

moral i aeuee i .nvolTed and t he quiet determination ot France. 

lfa can only eapbatioally agree that h11 pride in the reaarkabl1 

Cala and unanimous determination ot the p~pll ot tb1e country 

hae been aapl)' Juetit1ed. 

Reference the Kabaeey'e telegraa Mo. 17•2 ot Septeaber 

2, 7 p, •· ..; therein 11: ie eta ted that the Bank ot Prance plane 

to 
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to .. t ~ an offioe 1n the Lo1re ValleJ to handle eerrtoe 

in foreign exohange and operation• in oentral redieoounting. 

The greater part of the pereonnel of Amerioan banke will 

remain after mobilization hera in Parie, but in order to 

maintain direot relations With their olienta, these banke 

will tranafer to the Lo1ra Valley their ~otual ph7aioal aaaete, 

billa, and eo on. The Paris oftioea, i.e., will be the 

•branohea• and in Paris onlJ paper work Will be done. Morgana 

haa depoe1t vaults at Niort, alao, and moat of their aeaeta 

have alread1 been moved there. At Nantes Guaranty haa e1a11ar 

taoil1t1ea. 

E!ID SEO'l'IONS ONE, '1'110 .AND 'l'HBEE. 

BULLIH. 

EA :LW 
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Washington. 

17801 Stpttmbtr 4 , 7 p .m. 

SECTION FOUR 

210 

GRAY 

Paris 

Dattd Stpttmbtr 4, 1939 

Rrc 1d 8:15 p .m. 

Tht Bourse optnt d as usual but thtrt was littlE or 

no trading. The Bank of France was still a buyer or 

dollars at 41 point seventy Civt and sterling at hundred 

and 75 point fifty f1 vc . Tht ratu wert largEly nominal 

however and tht rt wert practically no transactions. 

BrussEls was tht only point with which communication 

could bt maintained and thE rates announced to thE National 

Bank o~ BElgium were quit£ out of lint with thE foregoing. 

They madt tht equivalent ot forty four point sixty French 

francs tor the dollar and thrt£ point eighty tiv£ to thr££ 

point n1ntty five tor thE dollar pound cross rate . ThE 

btlga was quottd in Brussels at stvtn point sixty thrEE . 

against thE Frtnoh franc compared with tht bank operated 

quotation of seven point twelve. Quotations htrt on thE 

Securities ExchangE htld up wtll on light turnover fall ing 

around 

Regraded Unclassified



211 

VV - 2- #1780, StptEmbEr 4, 7 p . m., trom Paris . 

around t1v£ pErcEnt. RtntEs wErE down about two francs . 

Tht marktt was surprisingl y oalm. 

IJJLLITT 

KLP 
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Datcd September 4 , 1939 

Rtc 1 d 10:15 p , m, 

1780 , St!)ttmbcr 4 , 7 p . m. (SEC'l'l01' PIVE) 

ThE 1c.w nut horizino:; thE o•tpplcncntni"'J nnt1oroDl dE­

fEnoE or;:dl. t& nppr :>vEd by Pnrl ic.:•cnt on ':: cpt c:~bcr 2 (sec 

our tclc ~-rnr.1 NCt . 17'.,2, ScptEm"tc::o 2 , 7 p .m. ) VIlla published 

in the JOU!:Nlt.r Ofo'l''ICII.L d~. tcd ,_Ep t ZI'lbtr 3 , Spec11'1colly 

(one) n orcdi t ( " crE~i t de pnUtncnt") Ctf tlpproxim!l tcly 

28, 000 1 000, 000 f r a ncs 13 authorized undtr the special 

e~ronrttnt b\:dget for 1939, ( ?) ( t\'lo ) uncle:- thE SC.LIE 

l-En<l' ne th£ }lotionn1 DEft nee 1Un13 triED arc Enpowcrcd 

t o "con~.ct 11 c;:pcnd~. ~=E~ totnlin3 npprCtx'J:lc ttly 

25, 000, 000, 000 frcncn , to be clw~3td to crcdito t~t 

will be opened under t ht 1939 bUd3tt cmd future budgct.s , 

Under the sn~:~c len c. oupplcmcnt c.r y credit of nbCtut 

17
1
000, 000, 000 franc~ is nuti!oriZEd tor the nc.tionnl 

dEfense ocrvicto end thE colonita under n 3cncrnl budget 

for 1939, 

BtJLLITr 

CPI'I:NPL 
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!lED 

Secretary of State, 

'ilaa hi ngton . 

17SO, September 4, 7 p. m. 

(SECTION SIX) 

GRAY 

PARIS 

Dated September 4, 1939 

Reo' d 6 :31 p.m. 

In presenting the Government's supple~entary credits 

deoands to the Senate Gardey, President of the Senate 

Nnanoo Committee, pointed out that while the Government 

possessed the right under the speci al powers of !larch 19 

last to decree t hese financial ~easuree it was considered 

desirable , in view of the importance of tho ~ounts i nvolved, 

t o obtain t~e axplicit approval of Parliament. 

Other measures decreed in the samo JOURNAL OFFICIAL 

include arrangements for the requis i tion of enterprises, 

rostriotions concerning rclatiotls vr1 th tho enemy, decla.r~ 

t iona to bo oado by holders or ~uardians of enemy property, 

the sequestration of eneMy prope r t y and notificat i ons 

rel ating to (•.rticlcs considered ao war contraband. 

(EilD OF HEBB,~GE) 

BIJLLITT 

KLP 

I 
I 
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n:~-IU.L Jt&aRVE 8A.NK 

~ HeW YORK -~_, '~- L, ~, 
•• l!t>· .I 

DA hpteaber 41 19)9 

SU&JKen relepbone C-..nUQD With 

_!&Dk or JDala=""~- ----

I telepboDed JfJ'. Bol.ton at l.2t05 p.a. and 1D hla 

absence apoke •1th JfJ'. B.awlttr. I rererred to our cabl.ea loa. 

464/39 aod 46S/39 aent by ua OD Sept ember l. and los . 466/39, 

467/39, <lN1 46S/'J9 aent Sept eaober 2, and Hawker eonCined that 

they hl.td been rece1Yed. 1'b8 laat cable n hnd t roa t '- wa a 

llo. 88.4/39. lfaa t h:lt correct? B.awker nid t ba t was all right. 

I t hen referred to an article wbieh tu.d 3ppaared 1D o.oe 

or our ClOrDil'lC newapa pera t o the etteet t hb t exchange regula t10Da 

i n Ena lan4 would becc:ae etteoti• e t ode,y . Ha wker at&ted t hat the7 

h d ulrel.dy gone into ettect yeatarde,y. Banlta .. re closed tor 

genoral busine ss tode,y but would reopen tomorrow. The new ottioe 

hours woW.d be troa l.O a.m. t ,o 2 P••• deil7 1 e:r.cept Saturdays when 

the ho.u-a would be t-roa l.O a.m. to 1 p. a . TOliiOrrow the ucbange 

cont r ol would tix exchange r a tes. 

lrba t nre tbe1r pl.ana in oODDeCt10D wi t h f orward eootra eta 

1n s t erUn& and other currenc1ea? Hawker aa1d that al.l contree ta 

entered int o prior to Se ptember ) woulo bt tultllled. 

I 1Dt Ortlled B.a wlter t h:< t t he ueen Ma17 bad arr 1 Y8d in 

Hew Xork tbia 1110rn.l.n4;; 11D4 t h.. t t he Snuria lwd let t Bos ton at 

U a.m. our t i me today and ••• due to ll.l'r i va in lew York t011orrow 

110r n1ng at II o'clock. 

Bawlter th&nlte4- tor ealll n& Clld u lted •• to keep in t o110h 

Yitb IW:a. 

- .. 
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TREAS URY DEPARTMENT 

INTER OFI'lC E COMMUNICATION 

Secret&r7 llorpntlau 

B. 8. Folq, lr. 

for lOU£ iptgMtim 

DATa 

You ba•• asked onr tbe telopbou. tbia afterDOOD 1t tbe IIIli ted 

States has power to purcbuo tbe lolMildia &Dd appl:J tha purcbaae price 

~nat tba French ..,... debt. 'l'ba aaOW>t or tba French • r. iDdobtedu.aa 

is "'"" thaD . 4,000,000,000. llo -•r baa been rouacl for accopt1111 

proport)' otber tban caab or f'roncll oblip tiou in poyooent of aueb indebted-

nesa. 

llbile tbo llari u ... COCIIlOl.aeion baa power to purchase ... uolo UDder 

certain eircuutane .. tbia power 1a Ua1ted to YOaoalo owned b)' citia&DI 

ot tbe United Stoteo. It io posoiblo, bowo'fOr, that tbe purcbaae or tho 

Noraondle lligbt be ottocted in the following IIOMerl 

l . Tbe .&aerican Prooidont Linea Inc. , ninot.T percent of tbo atock of 

Which 1a owned by the United Stet .. , (or 00110 other American ato...,.hlp 

cowpany) would purcboee the Nomandl.o rro. tbe French i.dDo or the l'roneb 

Govormont uDder an agree•ont wbicb would proYido that tbo French Gonrn­

"""t would apply tbo purcboao price "" ito ..,... debt aiaultaneoual7 with 

poasace of t1 Ue to tbo Norii&Ddio. 

2. libeneYer the President proclaims that the aocuri ty of tbo national 

defense makea it adYiaahle, tbo llaritime c-deaion would ban powu UDder 

••ctioo 902 of tbe llercbant llarino J.ct, aa uendod, to purcb&ao tbe lozwandio 

fro.. tba American Preaiclant Linea Inc., (or IOM otbar .&aorican stouebip 
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ccapell1). Tbe llarl U.. c-!eaion would ~ tbe A.oerican Preaid8Dt 

Linea Inc. (or aaoe other .beriC&D a te&uhip C:O.I)UIJ) tbe agreed p\IZ'­

cbaso price tor tbe veaael. It wq be neceaaa17 tor tbe llariU.. eo... 
mlasion to obtain addit ional appropriations from Congress to effect tbia 

pur<lbasa . 

3. It Covorn:ent financing of the original purcbaso of tbe Nomandie 

is noeeaaa17 it would be possi ble to acc011pliah tba purcbaae by a loon 

rr.. P~F.C . to tbe .lurican Proaldent Linea IDe. (or a010a otber .berie&ll 

st.eaaahip co•->· on.. R.P.c. baa power to a&b loans to~ buainoaa 

anterpriaa under aoction 5cl of tbe R.f.C. Act, aa ... Ddecl. Tbe R.F.C. 

cculd take a s hip JDOrtgage f roa tbo American Preaident LiDea Inc. (or 

aoM other AJDorican a teamohip COIIJ>ADT) upon tbe Norosandie aa aocurit; tor 

ito loan, and tho aoney paid by tbo ll&ritimo Collllliaaion to the American 

President Linea Inc. (or oou otber American ateamahip coapaDT) would then 

be uaod to repay the R.r . c. 

Obrtoual7, it will be necessary tor tbe French Line or the French 

Ccrrern:oont to eatieCJ us tbat it 1a in a poai tion to peas &ood title to 

the llomandie and tbet there are nc pera.oiZt claiu ot toreip or doooeatic 

creditors. 

2!6 
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S.oretarT llorgont bau Sopt..,.ber ' 19)9 

E. II. Folo;r, J r. 

for TOllE 1ntor¥tiop 

t ou bave aaked onr the telephone tbio a£tert10011 1t the t1o1 ted 

Sutee baa powor to I>W"Cb&se tbe Hol"ll&ndie &J>d apply the puroheao price 

o.goinot the French war dobt. The IIJilOUDt ot tbe French war i ndobtednoao 

1s ooro thin $4,000, 000, 000. No power baa boon round tor acceptiJlg 

prooerty otber than cash or French obllptione iD poJ'Hnt or such indobtecl-

DOt! . 

lbilo tho liar!. t10le Co=deaioa bee power to purchase vonsele under 

certain <>ircu:at&J>coa tbia power 1e lilllitnd to YOesels owned b1 oititene 

of the Un1 ted States. It i s poasible, however, that tho purchase or t ho 

Normandio .Ught be otf ectod in tho tollowinS llllllliUt 

l . The American Proaidont Lines Inc. , ninet;r percent of the stock ot 

• l>icb ii owned b1 ihe tltlitad Stat .. , {or ao:oe other Allertcan steU18b1p 

"""J>'l\7) would purchue tbe llomand.ie !1'011 the French LiDo or tba Frencb 

Govenuoent undor an acroemont wbicb would provide that the French Go .. rn­

.,..t wouldappl.y the purchase price on ita war debt sillultonoousl;r with 

passage or t1 tlo to tbe llol"lll&ndio. 

2. llbsneTor tba Proaident proclai.u thet tbe socurit;r or tbe national 

d•~enao :DAI<ee it adTieablo , the llaritlze Coosl.seiCO> would htve pow~>r under 

hctlon 902 or the llorcbont llar1na .let, aa uendod , to purcbaae tbe !lomandlo 

tro:> the .l:.rican President Lines Inc. , {or """'" otber .AQcrican ste..,..hip 

• 
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0oo.pany). 'l'ho lllarit!.JM Ooomiul on would ))10)' tho Alloricon PHsidont 

Lines Inc. (or eome other .Allericon etiNIII&blp OOIIIPOIQ') tho agreed pur­

cbS•• price tor tho ... aeol. It 01q be nocoooary tor tho lllaritime Coa-

1!1uion to obhln additional appropriation. t rom Oonsroaa to ottoct thlo 

purchase. 

218 

3. It OoTOl:'lllllent t1Danc1ll6 ot tho original purcbooo ot tho Non.1141o 

1& 110COIMJ'7 it would be p0081blo to eOCOII}>liab no purCboOo by a loan 

troa R.r.c. to tho Allerican Preeidont L1noa Ino. (or - othor .U.ricu 

st....,bip ... -). 'l'ho R.ll' .c. hoe -r to lll.ke lOODA to 1J17 bul.lloaa 

entorprioo IIDdor aoctlon 5d ot tho R.r.c. Act, u .....,dod. Tho R.r.c. 

could take a lhip mDrtgege trom the Allericon ProoidODt L1noo Ino. (or 

•- other Amerioan etoamabip C>Ollli>I'll7l upon tho Normandio aa oecur1t)' tor 

ito lonn, an4 tho mDD$7 poid by tho Varitill,. COIIIIII.1ooion to the American 

Preeidont Lines Inc. (or soma other Amerioon stOIIIII.Ohip COiliPIJI7) would then 

be uood to repay tho R,J' .c. 

ObrtouolJ', it Will bo neeeooary tor tho J'rccb Line or tho French 

Conrnmont to .. uary us that 1t 1a ill a pooition to po.ao good t1Uo to 

tbo No....,dlo aDd t hot there u<~ no p&riiiiQUI>t ol.ai.lU ot torolgn or dc&estlc 

ered.itora. 

(Signed) s. B. J'ol~. 1r. 
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SEP 4: 1881 

1, 1, FoleJ1 lr. 

hr QK Wgp»e 

lou ban ..W .,...... tile ~ \bl.a at1e- 11 ~ ou .. 
ltatet bM powu to JQNbue ~ ~ • ..,.. ap~ u. ,.... .. " l'l'l• 

aplU\ tile rreeell w.r 4e"'- !lot _, ot tile ,.._.. • r ~, .. ..,. 
1t eore \Ilea 14,ooo,ooo,ooo. lo power bM -., .... tor_...,... 

pro~.V o\btr ~ -.111 or ,......., olalJ.pu ... 1a ,..,_\ ot ..,. • ' a, .. 

lbil • tba llui u .. eo-iaaloe bM -r to purohaH Yataau ,..._ 

OOrtaiD ol..-taAoea Wa po .. r 1a llelted to YOIMU o.M4 bJ o1U­

or tile thlltecl 1\at.M; I\ 1a poulllle, bnen r , tho\ tile purohua ot tile 

loi"MMI41a atabt be ett .. ted 1a t ill tolleor1ac -•n 

1. file A!MrlOOA ProeidOD\ i.lJMa 1M, t aluV ,._, of tile ....... ot 
/ 

wlll.olo la - li,J tile OU W 8to\M, (or - o tiler AMrl- •-lllp 

......,) 11D1WI pvebue tile lo......Ua troe tile r...,..b 1o1M or till FriDa 

Go..e.._t IIDder .., .....-•t.,.whl•b ..,,u proYlde till\ \1111 frwull Cion.,._ 

-t WOuld 11PI'l7 tile piU'OIIIH priM - ita war do» alnlt.uaooulJ wi\111 

patMio ot U Ua to tile loi'MDIIJ.a, 

2, llloiMnJ' tJi1o ~r ... ld.,t p1"Mla1u till\ till --· ot \1111 MUOMl 

..,_Mba tt antoa~, ~ .. rltl• c-1••1• -w .... ~ ,.._ 
-u. toa et ~ ........ , loJ'lM An, •• ....... , to purahu• tile lo......Se 

"- ~ ._rl_ Prao1,_t I.1Me Iae., (or - ot bu -.r1- a• Mp 
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_,..,, !llot lluU.l• OeoalNioa .,1&14 pq \be .... 1'1_ Prui._\ 

"'- r .. , (n- o\ber AMrl- • -ullip 11 41,..) tile ·~..- ~ 

oi>Ut prl" tor \bit .,..-. I\ _, lie -ea17 tor the llorlti.M eo ... 

&1111 .. to ollt.ala addi\1~ approprlat.lou r,_ Cotlsreae to ortect W I 

f>~~Mhaalo 

' · U Ooft.......,t t1a&Doiq ot \bit orlctD&l purehe11 or the §ol'W&ll41e 

1a ....... 1'7 1\ .....U be -•U•l.e to a.-plieb \be puroheH b7 a lMD 

flU r.. r.c. to u. ...,.1'1_ Prw.l._t 1.1- z ... (or- oU.r -1'1-
et.eu.b1p '"'' ,..), 1M a.r.c. 11eo -er to aat.e ).Quw to uq lou~ 

.. torprl11 ...S.r -u .. ,. Of- a.r,c. U\0 &I I .... !be a.r.c. 

ecul.d ~~ a ohlp 80rtpp troa \he .... rloaa Pr11ideet l.lMo lao, (or 

c v) - - l onun41a •• ••cortt,y tor 

lt.t loaa0 &1111 tbe -.,. paid 117 - llort\1. .. Co..teeloa to \be -1'1-
Prt~ldeot Llnee tM, (or - otller ""'riaaa oteeuhlp co-a:r) wo..U ~ 

........ to repq tile .a.r.c. 
Otm.~, 1t wUl be - •"1'7 tor tile l'reac!l l.1ae or U. ,,..... 

a...._, to .. u.tJ u that 1\ 11 1a a pootu- to ,.... cood Utl.e w 

U.O le~o _. \bet \ben are DO ,..._,., a1.e1M ot torelp or -U• 

220 
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O?crc.tor: 

. ··Jr: 

:o~n !·~ . 
:· ••• -... lin : 

: r : 

~ . 

~. 

ti: ;r: 

~ . 

:~:Jr: 

: : 

Conversation w! th ~~ . Franki n in New Yor~ City 

Hello. 

!:r . Franklin . 

Hello • 

!!ello. 

!:r. Frc.n!:lin. 

Yes . 

iienry ~:o t•c;entl!e.u , J:r. 

Hel l o , :!r . !~orgenthau . 

Septe:ber 5, 1939 
2:25 p . t!. 

I hope ::ou' r e ln a r ood humor. 

I' n 1n a s ooa humor . 

221 

Fine 1 •::ell , I ' ve go t t<n 1\0~00i tl tC or yours Bitting • 
here , Basil Harri s . 

Yeah. 

And >~e ne ed hi m desperc.tely down he r e t o he.rtdle t he 
ehi ppi nc t h i ne f or us - - c.ll the ,oru , customs and. 
nll the J~eet or t ho. t sort o~ thi n: , and r !cht no~· 
t hat' s t!:e key position to on:te culc t!:r t so:::e o~ 
t hese c oun t r i es don't bror.Jo: t he Ucutrt' li ty Ac t and 
;o out :<i th :::~uni tlone and oll the rest o r t:C.c..t s~rt 
or t h ing , and t he ?Orts are the key plae~r . Artd I 
don't ltno" anybody t~llt i s ll& wcll-1'1 t tcd a£ ::e :.a 
t o handle t h3 t sltulltion . And I 've aakel !:1m to 
cone do,-n, and h e' a ~oins t o tnlte t he t ::ree o 'cl oelt 
tra i n and go bae~ ~~d s ee you. And I hope your 
ooc~nny is ~1n3 to l e t uc hcvo t1~ . 

I c an ' t h ear you very v ell. 
~ 

I ho:,e your co:n:pany 10 ~lnN t o l e t us have h l.:n . 

Yeah . ~/ell , you couldn ' t got n better "'an . 

That •a wha t I t:-t lnk. 
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And-- I ~ow, because he 's been down t here and 
he's done a good dee.l or t al kine "'1 t h you all and 
wo r a t her expected it. I' d l i ke very much, if I 
may, to Just go over it. or course, you 've got t o 
have in these days Just what you want, which 1s 
only right, and I'd like t o bo able t o t hink i t 
over and see what >Te' rc go i nc t o do here , and I'd 
like to have a l ittle to.lk >t1th hi "' . 

\/ell, he ' s com1n~ bo.clt tonight. He 1 s s itting at 
my desk nolf -- to sec you. 

Yea. 

But this t..'1ing is popping every minute . lie• ve got 
shi ps in our ports and the questi on -- we've go t 
Coas t Guard boats guardins then, and we don ' t ~~~t 
our ports abused. 

Yeoh. 

And >.'hile '"' re neutral th1R qu~ot1on or handli ng 
t he ports is the key t hing. 

Yenh. 

And o.t t he so.rne time >te >Jant American shi ps to be 
o.ble t o go out . And •.••• 

Well , Why not - -woul d it be al l right with you 1t 
he and I had a talk the firot t h i n: in th~ ~orn1n51 

•.:ell , I don't 
aside.) '!e s , 
morning . 

Yea. 

let oe Jus t tal': to hie • .. (Tal::s 
he says he ex;)eo t a t o see you 1n the • 

But I -- I hope to have him baok here tomorro;: on 
the Job. 

All r i ght , s1~. 

'-And I hope you 're goi nz to oay, •Yes•. 

All right. I don't -- I don • t thinlt I oc.n poss i bly 
do anything else under t he oircu"'s t anocs . 

Vell, t hat ' s fine. 
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'!'hank you, but I do - - I vould like to tal!; to h111 
before absolutely coao1t1ng ouraelves. 

Well , I understand. '!'hat -- that ' s only ta1r. 

Yeah. Thank you very much. 

'!'hank you so much and I hope to see you soon. 

Thank you. Goodbye . 

Goodbye. 
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Co:wcraatl . n w1th Co:-mi seio:te r ~:oyle in Salt La!:e Clty 

0 
:: .::-: 

... 
·- · ... r : 

.. , 

. ... ·r: 

( .. .;,. : 

... : r : 

... -..... •.. 

::r. :!oyle . 

Thi s 1S !!oyle. 

Can you heP.r me? 

Yes • 

Septo~ber 5, 1333 
}: 20 p . o:~ . 

Co1niss 1oncr, : ~ate t o do t · is o n t'te tclc_>hone, 
tut conC:.1t1ons 1n ~he .:orl~ f!rc ro br.n ~.mi our Job 
1 6 ao dl~t1cult t ha t I d l dr ' t. t'..no\1 '-':.ether you 
i ntended t o ste.:· on ac Co--.t..11cr.!.one:- or not . 

· .. ell, I \:ould . I' ve never !:o.d better Lea:!.t:a; I ' ve 
!iever enjo~led tror·: ool~c; o.nc. I never \Jas better 
..,r c "ll~cci t .J d.o t :1e ::or:: . 

~.ell. •. . • 

The1•erore , I ao on humi. • 

',j'oll , of cou!~sc , ;·ou 1 re not on hnnd -- I necn , ;.·)u ' re 
out there Md .• •.• 

tO;!!O~ .. roo;: . ! • vc alroaC.y notlfied !:r. 
Johnson. I le ~t lt ;:1t~ :·r. Jo!"".naon to Rclvlre ... e 
-.::t~n I 1 C. 'je needed t'~erc t:~ I ·o t a t Ple..,.ra,., f r o:1 
h1m t '_..., 1 s norn1n:· , f~ne.: answered li. t . . L t I ' d be 
t here t ocorrol:t . 

YetL~ . ·.:ell , I don ' t -- I l ar<.!y t. l r..: tt ' !i :-c1~ 
t o ..,e , 1:'!: v1()-.; of -- well , lf"! .,,... v sry, Y01.:r s.:e . 

,.icl!. , ! 1 "1 be ther e tooorro\: 1 n:"lcl : ca:1 :nl:< t o :1ou 
about 1t . 

All righ t . All r1 ~11t . licll tllen , •.:hen you ;;e t 1:1 
let ' s tolk 1t over becnuGe .• • .• 

Very well, sir. 

All rish t . Thank you . 
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• September 5, 1939 
5:22 p. m. 

!!:!Jr: Hello. 

Operator: 

m:Jr: 

0: 

Jerol'le 
rrank: 

i': 

?: 

r : 

HY.Jr: 

F: 

p: 

F: 

l!r . Fr ank. 

Hello. 

Go ahead. 

Hello. 

Hel lo, Jerome Frank. 

How are you, alrt 

I'm fine. 

Glad to knov you're back. 

Flne. 

• 

Although I I t hink Johnny did a marvelous Job. 

He d1d a t i ne Job. 

It vas a pl easure to have hlm nround. 

That 1 s good. 

I-- I've go t a note from the President today ••••.• 

Yeah. 

••••.• asking me to have a confidential talk with you 
aoon. I don't know it he said anything to you about 
1t. 

llo , he didn 1 t . 

I wonder lt tomorrow sometime rou could find a tew 
mlnutea tor me? 

!C:Jr: Ot oourse I can. Can you give me an inkling? 

F: Yea, I ' ll t ell you -- it -- I ' ll read you t he note . 
I t' s reaoons1ve to a no t e I sent him. "I wish you 
would have a confidential talk vi th Hent·r l!orgenthau 
Who 1a Jus t back and explain to h1o the present 
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·- :r: 

-. . . 
: ... :!' : 

, vl' ; 

F: 

- 2 -

81tuet1on 1n r ege.rd t o t he stock exchnn;;e , !-!r. 
t:ut1n 1 B l etter, and eo!)cc1al ly t he creation of 
Oeorge ?;u r is on ' s c ol!ll:11 ttee now headed by ::r. 
Potter . Tell H. J.: .Jr . thet aU or us ere d!s t1nc t l y 
from !!lssour1 and to uatoh ou t for a doubl e !)lay or 
a doublecross or sooethlne; s1mllar. • 

Now, thnt ' a go t a bllckground. It tles up with oone 
efforts be1ncr ~ade by t tc -- eooe or t he boys on 
t ho otoclc exchanc e . I ' 11 have to Give you a baok­
:;round or 1 t . 

l.:o you want anybody he1•c w"-cn you see :ne? 

::o, I' d rather just ;al:C to you alone . 

F.O\J - - 16 ten t !1lrty a £"COd tl:JC? 

: •11 ~e deliGhted. 

: ' 11 be ove 1• t l:en . Than'< you . 

Ah - - you don ' t m1ncl my ocndln • the.t messace , but 
I ' ve talked to Eccles before a11e I :cnot: 
ant1 so • • •..• 

Oh, I uas - - I meen -- I·IC both kno11 about t he t . 

Ah •• 0 ••• 

!!y - - by t.>:e 1•ey, one t l.1ng 18 t l-.c t eoa<ceye ti idea 
tl.:• t I hnd . 

Yes. 

You notic ed how the o11 r ke t 'bolled to:.:ay · 

R1(!ht . 

One - - one reason na" t:cll be t l:!lt t hese boyc t h1n!c 
t he Br 1t1sh are out of t he nllrket wlth that huge bloo 
of Ameri can secur 1t1eo . 

Yeah . 

And I just wonder ed whe ther -- no11 :nay be t oo soon 
t:hethc r 1 t 1:11ght not be ~ooC to say to t he Br 1 t loh 
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t hat oaybe ~~ey ought to begin to unload a l i ttle of 
their stuff, 

I see. That ' s an i dea. 

Beoauoe 1f the y -- they ' r e just gambli ng on the 
marke t ntay1ng there . I ' m no t sure it w111. 

\,tell • ... . . 

And -- anci t l:e:r•re bette1• orr wl tt. onsh t han •1 t h -­
lf -- 1f -- at a good ~rice t hen wlth securl t1es on 
~fn1oh t hey have to bor1•ow. ::el l , I ' ll be over a t 
ten t hirty then. 

And I -- I • ant to see you anyway. 

All rlE;h t . Fine • . 

c'hanl: you • 

.. 
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.., ..... ,, 1,, 

fbo ,. ... ,..._ bill b4h&\e4 bh ~l'llftl or \ ho , ,......,. •• 

,..,. .. =-••=••w.·Uoa for t'M ·~rorl'-"tCJ.UT "'-· to \bo _._ 
.... ,....,, or tll.,.r loalu• ,...,..,... poLPAa\ to p"o' u .. ._, 
\bo P...S'-"' ~ '' nn'Mr a, 1933, ....t tao. p...t.AU-~ 
'• u, wMell 11M •' '- nt.- -' ..,,. to ""' IMU .. -.sv 
tor elhar •r"tl-. 

'lilt n\loa -..1 'M ,.., =-rtv \o ... -
oll..or ,. to U.. -' ~ 30,000,000 - t or \bo pupoM of 
OOWIC n-.tUUT ellftl' ntae. 

1'1- ........,.. to tllr!ll• nun ... uo .. to llr. D. v. Jell 
aoaU\17 ot \ho _, ~ ell't'Or lotllloa ....S.., ~· to 
pl'llal-Uoa -. t'M Pnel4a\ of O...'Mr 21, 19}}, •• ooo4ltto4, 
wht oll hill ""' '- ntae4 u4 vhlob h._.,, 11114 .. _,rtv tor 
olhor oonttloot ....... u. _, ot el l ..or 11oallloa \loo4 - ­
\bh oaa~rl1a\loa for Uo J"U'PPH of ntelac • llo141UT tl l ftl' 
aotu. 

1'0'&1' aunu .. h 41...nM \ o -ropll 2 ot tho -
...._ of \ho c..tooto ... r ~ ._ .. ,.-' D~p .. uo, '-to4 S.S.\n'Mr 
28 , 19}11 , wbl• J IIPP"-..4• Ja ....,..._ .. wt\b .\bto ·--· 
all oolplo...,.. ro101lt.l1C frooo U.. nl- ot oa'Ml41UT olhar 
ntao •n 'M ... ...-lata tao.~ aa u ordl...., ,_, , 
- obllll IIPP.,. la tao. Jloooleot • 

... .. 

m .uw 

.;I 
/ . 
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W. II& 

JIDIOIWIDUil roll 

Tllt ACTDG IIORI'UR[ at !Ill fRIAIUJll 

I h .. r,11J appro•• u•tns 

Ulie eUnr bulliOD to ••' 

oolnai• ne~. OolD aa4 p1R 

out 1nto o1J'oul&Uon all Ule 

oountrr oan ·~ - vp to t:be 

.. turat1on polD'l 

r. u. L 

--

·-

-

.. 

• 
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IC1 dear llr. Pruicla't 

ClD llo••ber ll, 19.)5 701l 1Dc!J.cate4 70flr 1ofJJ ooal ot ••- ft1r 
~Ubaicl.1u7 ooi.Daae, ~ ~· ~' aec~, ot dbw ~want.~ 
rur•"""t to aooUal 7 ot ~· su....- Pa:retauo £d ot 1934. ...s asa Sa 
not t.eld u aecNrlt;r tor .u....- corrt11'1caW.. (See a'tMIIod oow ot 
l etter dated Joye.bezo a, 19.)5 ~ 7011. ) 

The a~cka ot ail,.... bnlltm aftilahle tor 1Dbedd'"'7 ~ 

(1ncludJnC the .u ...... allooated ~ ~t purpo .. ~' ~ .,_ 
approftl ahon aeaUaDed) ere l"'lllll1Dc to. ead llboul4 be repl•• ... , 

It aeaa ~ ~· Tlre&aV:r7 noa, aa U 414 1D lo....,.. 19)5, ~\ ~' 
oould be preferable ~ uaa tor •tl>e1dta'7 ailnr ooi.Dap ~want. -
bold bT the TlrOUUZ'7 rath ... thaD ~ parabaae tor ~ purpoee ail.,... 

1n thO OpeD lll&l'ltet bT -· of abert.ia-\, 

1he Tlraa8\U')' u bold1Dc a J.arc• atoGit ot ail,......,, ,.,. lllUit .. 
r ocohecl pu.rauant ~ the. Procl&MUoa 10' tile Pr~et ot Deoe.ber Zl, 

l9JJ, and the proclaaaUone ao4117ina: it, lb1ob baa DOt bee ooi.Ded eel 
llbi eh 1a not held aa aocurit;J tor ail,.... oert1t1catea. llllotl ail....-~. 
•ubJect to ;,-our approYel, be u aed tor 11Ubaidiar7 ooi.Dap • 

.lccordincl7, it 1a 1nteded, aith 70\lr approftl, ~ .Utboriae ~· 
Direct.or or the IU.Dt to ..... to tile llrlalt aec••a&'7· .u ..... lNllia 
neeh od puriiWIIl t ~ tile Prool&l:la t.1cc bT the Pre aide t ot Deoe.ber 21, 
l9JJ, and tba proclaaationa .oc11.fTina: it, &ich baa DOt bee oo1De4 eel 
<llieh 1a not hold aa aocurit.J tor ailnr cartit1cataa. It tile t oreao1DI 
~:ects rltl> :rour approYel it ..U1 be appreciated it 70U dll ao 1D41cato 

by •11:]11nt: U•• notoUon at the toot hareot. 

~~~" Secretal7 ot the T1r.-u7. 

le ·-~~_p,:.Jf/~ 
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PEOERAL .. ISCRVC BANK 

OF NIW YO .. K 

CORRESPONDENCE 

COSFIOI!ITI).L FU.U 

1 .. w. ~olto 

DATcJiept•bo_r L __liJI, 

suaJ•en UUPBOU COIJRR!!UtOI 

Jl.&U OF .QL.&IJ!...___ 

I called Mr, Boltoo at 10102 a.a, Wa had an order tl'OII 

1 ror eisn central belt to aall aterlill& 1.D t his lluK.t, Would it 

bt necesaary under t h o a" r .. ulatiooa t o r tho Alltrioan ba)-or, or 

tor that !latter, tor t h o aaropoan aallor to turn1ah err lti.Dd ot 

declar ation u t o purpo ao, ftO' Bolton replied thllt it we had a 

counterpart7 which would take tho atorli.Ds, t here was no reaacn wbT 

the sale could not be aado and t hat trans f ers ot sterling b .twoe 

t iiO toreign account s wore not anbJ oct t o control. 

'fhq wore h &Yill& a YOl'Y d1t!1 cult tiee in the Lon dOD 

aer<et t odq whi ch waa lt.ind of chaotic a s a result of the a " 

r~ulatioas and it would probablY take a week or two before t ho 

city found ita baarlll&. Be asked what tho low Yorlt ~otationa ••ro 
tor sterlini and I t old b1a that aoet waa wanted at 4.011. 

&/ 
. !' . 
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'£DERA.L RI!SEAYC 8 ANK 

M NEW YOitK 

D•n-fB»t•hr _II.....!!Jt, 

fiLIPBOII!,!I~~~~!Q.I!_!!!!!~ 

t., W, Knoke BAll !t OJ' PIWICB. 

lfr, Cal'icuel oalled at 1111111 a,a, Be wu nadine ue an 

order u usual but hoped t hat we would underetand t hat he naturally 

rl lht4 to praaane t heir raaen .. tor t he national datanu, .t.eoo1'4-

i l\!ll7 ht wented ua to deal 01117 it it waa abaolutely n eeau&1'7• I 

po!nt t4 out t hat bJ.e traoe order baaed oo t b a t~tarlinl rata 1a Parta 

11011ld be a difficult one to executa beoauae or the nvotuationa of 

st erlinr 1t .. lr. I aada sure that it ••• hi s intention that •• shoald 

continua to conctuot u:r naeationa oYer hia dollar aacouat With va encl 

I a confimed, Be repeated that he would not want to aall 4ollsra 1a 

thia market 1! h e could help 1t bacauee b e n eeded all they hac!, 

R 
/ . -
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THE COMMANDANT OF THE UNITED STATES COAST GUARD 

WASHINGTON 

ooatlaial ov tel•- ..wr-loa ot tll.l.o 

..,...,.,, tM nUer & Jll (po...-t naUoa Corton, 

.Alaua) ..- 1.a "'" llorlll1 a-; tiM nuer m:lll.lll (por­

-•• ohUoa Pen .... lao, -~~-) aoor l.a Pri.Me 

11Ul~ -. Aloaa; a4 tiM """"r DIIAD (po,...at 

otaUoa 8u :Pr11101ooo, Culforala) aoor 1a su Praelooe, 

.,.~ - 41rM- • u-tola •• ,...- ~ahl7 

to pomc•"' nauou • no .. _. Ooan. 'lWo ·~ \laiN 

... uora wUl 1M po-••17 nau-4 1.a --· u4 

oao u .., Ton - 10 Ua't , w wUl \loa lain • tM an 

c ... n - two ..., ••ttoro at lonoa, two ..., ••nero at 

.... T ... t, - - - oattor at .. ~ol.lt. 

a... - ntter rill -., at BCIIIOlllla, &1114 -

at au :rraaotaoo, 

L L ••D"B' 
h&r Adldftl, v.s. Gout Ollar<!, 

c Mot. 
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TREASURY DEPARTMENT 

INTER O F F ICE COMMUNICATION 

, 0 Sooretar.r MOrgonthau 

,..,,. Edward H. 7ol~, h . 

OAT!: 

J'lmoUone ot tho T...ulll'7 Depo.rtJunt - the 
-.J.s&Ucm or tho DocUJUnta ralati!!a to Neutrality 

1. O«<or&l proolaaat10111 Mlatl.Dg to neutrality. 

~. IXtOUt1Tt ord ... pr .. or11>1Dg resulat1CII4 gonrDiJI& tho entoro-t ot 

t he noutr&ll ty ot tho 17111 t~ Statoa. 

Tho J:DoutiTo ord ... aee1sna to t ho Tr...ury Dep&l'blent 

and tho c-ro• DeputMDt (11114ar such turthor d1rto1on ot 
rtlpcll1811>111 ty ao t ho Seoretar,r ot tho 'l'rMIUlT &Dd the 

Secretary ot C-Ol ~ .Utually asrtt upCD) entoro-t 

ot the neutrality or tho UDlt~ Bto.teo aa preecrlbtd 1D t ho 

proclamatlco oo tar at oonoorna all Teoeole except Ttteolt 

ot the naTal .. tal>Uem.nto or neutral end belllgorct JIO""rt 

&Dd ,... .. 18 ot btll!aarent -r• oporat l.Dg tor hoetllo or 

llil1tar,r purpoaoa, &Dd except. 1D tho Ph111pp1Do Iol&Dda, tho 

Co.D&l ZCfto, and tho outly1Dg poaoeaoiODO UDder tho Juriadlo­

t10111 ot tho N&Tf DepartMnt . Tho proo1amatlco 1 toolt torb1da 

oortain UDDoutr&l o.oto 'llll.ich ara prohlblttd 1>1 tho ponal code 

or tho UD1 t~ Stat .. , but doea not coTtr rtolttlone or tho 

Noutr&llty Act or 19~. 'l'ht proc1aatlon &leo prohibita 

cortalD o.otl rt tloo 1>1 Tteaela ot o. bell1garont 1D ftttro 
withlD tho territorial juriediotion ot the United Statoa. 

(Note: Cwlt<ae &Dd Coaat 0<1&rd will proTont tho departure 

ot merohont Teeeole &Dd 1Dapoot exporte to tho ertont noooe­

oary to entoroo. o .. pllanoo with tho order. Two circular 

toleg:re:u to Golloctorl ot CutOIII &Dd D1etr1ct C-doro 

ot Coast OUard reepoot1Te1Y o.ra proporod tor rour eignoturo 

to o.dTioo tho ottloora ococorntd or their duties . ) . 

) . Proclt.latlon prooorlbl.Dg 1'01Qlat1CII4 concorn1Dg noutr&l1 ty 1D tho Canal 

ZOne. 
i . ltxooutln order - Proeor11>1Dg resulo.tlona goTorning tho po.aeago o.n4 

COIItrol ot noeo1o through tho Po.nell8. Canal in o.ny war 1D 'llll.ioh the 

Oaitod St o.tee 1a neutral. 

The TreaolllT DeportJoent hal no tunct1CII4 11114or theea 

4ooUDWmte. 

-
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s. ProclaNtlon relating to tho Expor t of e.raa, llllllllllitlon, and iaple­

• ento of war, under section l or the Joint Resolution of 11q 1 , 19&7 . 

s. SupplOOient to the pa~~~pblet •Internet1o11Al '!'rattl e in Arms-Laws and 
Regulations adJd.nistered 'b7 the Secretary of State•, at cetera. 

7. Regula tiona UDder aactlon 9 ( tra'fel.) of tho Joint Reoolutlcn of Congreae 
approved ~ 1, 1957. 

'!:be prcclam4t1on bring& into operation soetJ.on 1 of 
the Neutrality Act ot 1957, whicb forbids the exportation 
to bolligerente in aey caee and to others without a license 
of anoe, Ulli!UIIi tion, ieplementa of war, which are en.-era ted 
in the prcclaNtlcn. '!:be auppleaent also inwkee section 6 
of the Neutrall t;T Act of 1957, whicb torbide ~ AaoricaD 
veaeel to ee:rrr anoo , etc. to belligerent&. '!:be wppleaent 
oleo inwkee section 10 ot the Act, whicb forb:l.de aey AaericaD 
ve18ol pgeged in couoree with uq belligerent to ee:rrr arms , 
etc., except such ao tho caotero thereof deem indi.apenoable 
for tho preservation of discipline. '!:be regul.ntiono under 
section 9 prohibi t travel 'b7 American citiseno on the 
veooele of belllgerente except under certain eonditlcns. 
CUstocus and Coast Ouarcl ottieera will enforce coapliance 
with the above. 
(Note• Custcao otticere will inspect exporta and ua·:ine 
pnooengors to enforce the above, and Cuetoms and Coast 
Guard will prevent the movement of neaele in violation of 
the above. Circular telegr8108 !or your eignature have been 
drafted to advise collector • of euotou and inopeetora or 
Cos e t Cuo.rd, reopectively, of their duties. ) 

8. Proclaution concerning aircratt . 
9 , Executive order preecribing regulationo governing tho entorce:nent ot 

neutroll t:r in connection with aircratt. 

'!:be procl..amation prescribes detailed regulations with 
respect to belll.gerent ailitary aircrett, belligerent non­
llllit&r;y aircratt, and other aircrett. 1he Executive order 
aooillJio the following ttmctiono to tho Treeeur:r Deportaent: 
•n.torcing neutreli t;y, except in the Cenel Zone, in connec­
tion wi tb c1 v11 aircrett wbicb land within the juriedictlon 
of tho United States, and, to the utcnt necessary end 
practicable, 1n connection with eucb aircraft ~hUe in tllgbt. 
(Note• Custcu and Coaet Guard will enforce tbeoe r egula­
tiona aa to civil (non-Go....raoentel) aircrat't in accordance 
with lawo, regulotlcna and inetructiona relating to the 
mo ..... en t of veooel.o and Yebiclee. ) 

10. Proclaution concerning c.,...,.Ucatlona. 
U . Executive order preacribinB regulations sovernlnB the enforcement of 

neutralltT io connection with ooeaunicationa. 
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'!be procloatiool pro'fidea detailecl reculat.iona wlth re­
apect tc radio and other ooounmioetlODa. '!be !l:ltCIItlft order 
auipa the following f\motiona to the 'l!euury Departllentt 

I 
•S..ppreaaloD ot uneuthoriaecl M&ll8 of ~­

oetion on board all fteael• othel' than ftaaela ot 
the ll&'f&l eeteblillhlllente of neutr.J. o.nd belligerellt 
power• or .,eeele cperatlllg tor boetlle or allit81'7 
purposes, and such 1n.epectiool, euperrieioll, &Dd uee 
01' coatrol of the ....,.. ot co-m1eation on board 
the ftaeele hereiA allottee! to the orr.aourr Departaent 
aa 8IJT be DeCe8118%7 tc carr-r out the prortaiona ot 
ae1cl trea t1ae &Dd procloatlcna •• 

'!be TreUUl'J De~t will he., DO f\motiona 1D the Ph111pp1De 
Ialo.nda, the Cenal Zone, and the out.l.11Dc poaaeaaiona UDder the 
Jur1ad1ct1on ot the 18"7 DepertaeDt. 
(llotel Coast QQard otticera, wheH a'fti.lahle, &Dd eua-. 
otticiale elsewhere, will entorce the abo., with respect 
to Mrchant .... aaele and ciwil aircraft, Reculatlona to 
this end are being drattecl tor 70UZ signature . ) 

f:N~f. 
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Ad!liral ~laoac~.e, ~t o! the Coast O\u>r(l1 received an 
aprcnl t hia afternoon rro., tbe ' IIJ'itir:to Coc:d.!lsion for aeaist.Me 1n 
brin<:inG hone .borican =urvivoro of the !lr1t1sh ohip • T'IUIIA, which 
..,.. tor;>ed<*i and aunk b;; a aer:u .. auua.rl."" Sw1doy. The l'Ari tioe 
~sion'• at.e.,>ar l'Ll!<,. b&a aboard lJ,U survivors or tile ATlf•-'ll or 
•l.cn o17,!;~ arc report..t 1nJ.....S. Con!'usio11 1n t 'le ori(;ir.al roport.a 
tAd lee! to t.1:e td.!.III t.'l:lt she t.ad onl7 •J.tht. The ~u .r 1s a .uo. 
o\J.p 300 !las i.r..'1d0Cl\latc acecaoodat.ione and auppllu to care for t!Ua 
nu::!lcr of pe.aoenr.en. .lfter consultation with tll l.:J I!Ifice Adcl.ral 
.. usc he ~A• c iven direct cnlen to t he CUt te.r :..I :IJ, wh1c~. T11.S scheduled 
to call !rem l orfoll< to<!Ay, to tal<o a • t.aUon in th• l~rth Atlantic 
under l:&vy c\irectton, to proceed i n.st.crul directly \.c oct t ho FLIJ.! 
to l.l>ke orr a portion of t.ho s urvivor• aboard (the 3l.ll can probably 
&ccCII":llC<I.>te a..<>ut l.tUJ' o! tl.m rlt..'l r~aao~.lll:J.c contort) And to r eturn 
wlth tl:ca to ! . .,.. loric . · 

'l"'...e CUt tor o ·A'I!.lt. ; , C.U. &t.:J., u;>e:cted tc erriYo in l.ew Iork 
tc::<.rro'C, will !A> provit:lo:-:ed and turne-J ar<>und o• ra;oi~· u posalbla 
and, if lAter adv1coo 1ndicata this nocosal ty, w1ll be directed tc C!Olet 
oit.hcr tho n.l~'l' or U• BI B.l, which0'111r 10<:18 acvisablo, Wllcss ..., r ... 
coivo contrary directlone. 

n.e BID!I bad one pcyalcian aboard end we cave order• to add 

l!lothcr pll)osician • 

.. 
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Sept-..r 5, 19)9. 

IU'l:OI!AUilUlo! TO Tlll:. ?RI::SI D¥111' 

~al llaooche, C,=•n<lant. ol the Coast OUUd, received &D 

appeal this afternoon troa tbot l.&ril.i=e Co=i&aion f or aaoi&t.&Dca 1n 

brl.n;;ino; ,.,_ ..,_rican surriYOra or t.ha 81'1\.i&h abip I.1'!!DIU, which 

wu torped<>ed ar.4 IIWlk b7 a c.,_, aw-rlne Slanclq. n.. llar1U. 

C«Dialioo•e at.MMr FLINT hu aboe.rd l4ll aurvi•ora o! tbe .t.TIIUIU o! 

,_ e1&ht ue reported 1nJ~~rad. Contuo1on 1n t.lla or1c1nal r aporto 

bad lad to t he ballot tlllt llle had onl,y aight. The FLINT 1& a aloor 

ship and hiS inadequate aeo llatton. and ouppli&a to cara !or tb1l 

IU>bar or pueanpn. Alter oonnltat.1on wttb tllia o!I1ea .t.dlo1ral 

f a11ebot has lli•on direct ordera to tbot CUtter BIIlD, which -.. oc:hadulad 
to uU ! roa .Norfolk t.cxlq, to taka a otat1on 1n tba liortb UJ.antio 

undor llavy direction, to proceed 1nate&4 diract.q to ceet the FLih.T 

to tan ott a portion o! t.ba eurr1vora aboard ( t.ba BID!l oan probabl,7 
ace._,;! ate about bali or u- witb reaaonable c..rort) and to ntwl> 

witb tbaa to 11n lark. 

The CUt tar QEO.IIO& 11. CAlli' BELL, upocted to arri n 1n lift' York 

t.oaorrow, will ba prov1&1onad and t 11rned around aa rapi<lq aa poooibla 

11111, 1! later &4Y1cu l.Dd.1oate tbia necauit71 will be directed to ••t 

attll .. the FLI~'T or tbot BIB3, wbicbnar ••- adrlN.ble, anl111 w r._ 

caiYa c0Dtrez7 directioce. 

'l'be Blll!l bed one pl;fwici&D aboard end .,. cave ordaro to &4d 

cotbotr ~ioi&D. 

.:. 38 
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Ad..u-.1 l"I4CO!Che, Camanaant. ot tbe c-r.t. Dw>nl, rcool vee! m 
a;>;W t.!.! o d 'te."'"DCOr. rro::. t ho ··nrl UQo Cecnlaaion !or aaolstance 1n 

bO'ln;:in;; h:lDD !lucrico.n =urv1vore or tho llritiDb ohlp Ai .. ,.J.IA, wll1ch 

""" to~ and tru:ll< lq a a.,.,.,, au\r.or1no ::UOd.oy . The ~.arJ.tice 
Co::n:eo1on1c •~ n.l!IT bu a~ li.J curvlvon~ o! tho HlUiiA or 
wboo c1;;ht IU'Cl re;x111Ad lnJurod. Contusion 1n the orlcL'.ol roporta 

tad le<l ~ t.l'.o U.:lo! t. ... t. .:Cle ~.at:! onJs ·~· :1!10 :Ll '! 1a • elow 
::::ip :1.'¥! !IIU :ln!.laq'.!&to o.co I oda Uona and eu;r,>ll ... to ....... ror t.'ti.a 
=:.cr or ;6011«\gere . Mter OOI'.sull.at1an wit.o t.'I.Lo orr leo A<b1rol 
':iaoscho haa clvm> direct or<lenl to t he CUtter !JI!lJ1 vh1c!: ,.,. llclle.lul ed 
to call troa llor !oll< todll,)' 1 to toke 4 otAUon 1n tho l:Ort.h Atlant.1c 
wl<lor llavy d~ction, to l)l"O<X>Od i.Mtoad d.1rect.lo' to . ocL tbo !" .. ::; 1 
to toltc o:r a ;>Ort.ion ot tho oUNivora allo4N ( the Jlll oan probabl,y 

ac:can><1ot.o a out. t Al! or tl- wit.h rr"""'"'t.U.o coa!ort ) cncl to rotum 
with U".cn tD :;aw !or~. 

n,. Cllt.t.cr a:.u.•!H. .. t:.\::. :ll:-1 OQCCI.ed ~ arrivo ln t:n Iorl< 
t.acorrow, 1l1ll bo ;:>l'OV1.o1Nl0<1 and \.Url1A!J arourA ao rapl~ ao l)0881blo 
and, it l.ot.or aclv1coa in<lioal.a t h1a nococolt,y, w1ll bo directod to m ot 
o1tlu:r t.ho !!.11\7 or U>e Dl!l:l, \'lllich<r1or e co::-.a &<!vl.Mbl e , unlOGD ,., r ._ 
co1vo cont.l'az7 cUrect.lonc. 

!bo DlllJ bad O<lC M>'81oi4n abean! and .... cave or<!Aira to 8dd 
mot.'>or :il;,"Dicl&n. 

-
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DMr -· leen\alr71 
1a ,.,q t.e .,- ~\t.er or a.,_ber 4, 19at 

r.l&U.w to Ule .UUU.. ol ~ -'*"" tor --. 

1a ......,. 1 •'"'• loeftt.e • • w at ~. ~- _, -.v 
\e ..U..W. of --,. __ ,.. 4Uvtcw. 

1 .. wUl ..... Ule aau.oa \oak• 414 eo \ pro•1de !or 

a .. ..,~... ol u.. ,...pOne a1 v.'hl•• depu\1&1 '-1 ..q at 

Caaodlea poi'W. 

ls..e..q ,._., 

(Signed) li. Mot'j!tnth.a. Sr. 
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TELEGRAM 
omctAL aUSIH£5S-GOIIERNMENT RA'TO 

10 COtJ.[ C10•a or CU;;'!OII 

(~ oU.ull~c<l U.') 

~------------------~~~ 

---~~~~--------~2~4~1:__ - = 
Clio.-...... ._ _ ________ _ 

8EP _,_ 

~:.ow Dep&r._\ .-~. all paupN'\a a..r.wr- t.-. "' 

Ul.l• eo-~ SlnalJ.d fo r :n-..1 ..... -U7 1a ....,. alMa run 
...U.Sawot II)' 4t..t.. DeJI&P~ t!OP $t..olia. -c.. om..n a\~ 

nuau to ua.U.o puoporw U.ftl ore c .. ~J.aeol \0 l'llrope - \ake 11p 

(Sigo!KI) H. Mur~omlhau, Jr. 

f llfle 1)Je4 •/1/lt 
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~ 1111. l 21R2 
DEPARTMENT OF .,..,.__ ·----:..:.:· ~ ._ Gil--. .. .... 

WASHINGTON I'Dir &lp 11101 ._ • ._ 
1'(QI 9iD ·~ 

Dear Wr. Secr etary: 

In vi ew or t he existi ng state or affairs i n Europe 

t his Depart cent has deemed i t necessary to iaaue an 

order declaring all passports which have heretofore 

been issued by this Governnent i nvalid t or travel to 

any country i n Europe unless auch passports have firs t 

been validated by the Department of State. Thie i n­

formation is bei ng made public and ia being communi­

cated to various s teamshi p l i nes and travel agencies. 

However, e1ncs many persona 1n t his country are 

in poaaeaai on or passports which appear to be valid 

on their f ace , it ie thought possible t hat some of 

such persona may a ttempt to depart trom the United 

States for a European country wi thout r1rat submi tting 

t heir paaaporta to this Department . Inasmuch aa it 1a 

underst ood that all ahipa are r equi red t o receive 

clearance papers trom t he appropriate collector• or 

customs bet ore departi ng trom the porta in this 
country 

The Honorable 

The Acting secr e tary ot the Treasury. 
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country, I would appreciate i t it you would advise me 

whe t her it would be possible tor the ouatome ott1cers 

at the various porta to oheok up on the passports ot 

ell American citizens departi ng trom t h.is country tor 

Europe with a view ot ascertaining whether the pass­

porta ot auch persona have been validated by this De­

partment. lihUe there appears to be no statute re­

quiring that Ameri can citizens be in poaaesaion ot 

valid paasports to enable them to depart trom the 

United States, this Department has authorit:r under 

the provisions ot Section I ot t he Aot ot July 3, 1926, 

44 Stat. 887 (u.s.a., Title 22, Section 2lla) and para­

graphs 124 and 126 ot t he Executive Order ot L!aroh 31, 

1938, prescribing rules governing the grantin.& and 

1esuing ot paasports, to take up or withdraw aey pass­

porta which have been issued. 

In the c ircumstances it is desired t hat the Ameri­

can passports ot all persona who attempt to leave the 

United States tor Europe without tirst having their 

paesporte validated be taken up and forwarded directly 

and promptly to the Passport Division, Department ot 

State. The bearers ot such paeeporta ahould be advi sed 

to communicate with the Passport Di vieion regarding the 

matter. 

~ -1 3 _ .. 
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I would appreo1ate 1t 1t' JOU would adY1 ee t hia 

Department whether the CUetome 8erY1oe 11 1n a poe1t1on 

to undertake these duties and, 1f eo, whether such a 

praot1oe can be put 1nto effect 1mmed1atelJ. 

81noerel7 7oure, 

Enolosure1 
Cop7 of thie letter. 

, " .. ..:....- .. 
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S.ptoalHtr 5, 1939 

To: Tho Socrot&r,y 

Jro~: llr. !!Moo 

In aceord&nco with -r verhsl convortatlon with JOU eoneerning 

tho requett of Kr. lloooero~ith ot the Stato Departnont that the 

TrMOUTJ ottlclo.lo in Gerll&llJ he asol.l;ned tor tto~por&J'7 <b>tJ with 

tho State DepartMent, I tlnd that sll of tho Tras~urJ otatf 1n 

Berlin 1\TO under cur Bureau ot CU.to110. .Aceor dlnslJ, I haTe talc& 

tho aattor liP wlth W, R, Johnoon , J.cting Oomboloner ot ()atoms, 

who asrooo that tl\o men can be opared at lMllt hntpor!lr1l;v, !lftd ho 

!o loou1ns tnot ruet i ono to the• to put thomoelToo a t tho disposal 

of tho St ate Dopart:~ent. I han ad.Tbed llr. llonortclth that wo 

ht\To put tho -chinorJ 1n JDOtion a.~d t hat fro~ now on our otatf In 

!or lin will he oubjoet to tbe ordel;11 of tho State Dopartcont. 
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Jarle Ja1lle 

11&114olph :av, ••• 

'1'08 X, llaUI> 

Mr. liefitr 

Bull Barrie 

Val ter St..,ert 

- ,.., Torlt 

- ,.., Yorlt 

¥ s; '1 ~ 1 

dv~~ 246 

- • .., BtU ord, M&oe.ohuaette 

- Orl_., M&oeaolruette 

D, Loa, Itl iUld, .,.., York - Soutl>eapto 

- Prtae t • oa, lew Jenq 

~ ~ o..U. ;t::t...Q. ~ 0 I I~ 

eCM~- .4 ~ ~0.0 ~ 
~ -ft> ~ru~ ~ ~ 

J. Lt.) :tt· 

~. o~"' -d;:.. /V<~r~~-? ~<( 11./( 
...... ~ 

L:;; M ~r 1~~ ~""d 'f 
I./ ' (~6 eC of t,Q k r-&f • ( 7(~ ~ 
¥ r ;j__ 

Regraded Unclassified



247 
TREASURY DEPARTMENT 

I NTC .. OP'1'1CK CO~MUNICATION 

o•n Sep~r 6 , ltat. 

Soorotary Morgentha~ 

·- J.:r.GaatOD 

Sul>joot: J.tlaatio Woo.tbor Pt.trol. 

J uon Trippe, Prooid.,t or Po.D-J.utrican J.ira~o, appod ed to 

Adcirol ~aoaohe , to Aooiltant s ecretary Gibbono and to t he State D~ 

partmont lut .....,1< tor o.ooioto.noe 1n oupply~ w•th&r roporto !'roa 

llid-! tlo.nt1o oo •• to 80lco poaoil>le tho ooatin....,oe of tro.na-.t.tlantio 

p•uenger air ee"1o•• Pan-American hal been getting t'reqlll8.11t WMtber 

report• !'rom ohipa of all no.Uono in po.11ar;e aorou th& At lantic. 'l'beae 

reports hue boon 1D41oponaal>lo in t~ ODd charl1ng tho 1r fl1s)lto. 

Tho eo r oporto han boon rapidly dwindl inr; within the laat woe!< aDd will 

protably be al.ooGet 0011plotoly oll;'"inetod now that Franoo and Groat Britain 

oro at •u with Ge..-ey. 1'rippo oayo Paz>.,....rioo.n oo.nnot oontll1~ tba 

f llghte unleao weather info..,.tion 11 ouppUed by tho United Statoo. a. 

uked lfaaoobo about the pouibillty or otatio~ to~ outtoro oo tho 

Atl&otio routea , one bot. ... Nowtoundl&n<l and lrelond aDd thr11 on tho 

oouthorn route. llaeooho replied that ..,. ol.Joply did not han tho ohipa 

&J:d tho ...., to do it. 

J.t one or tho Metinr;o lo.ot weok 1n Sooretary 1!~1' • ottioo """' 

l.rr;t, la"Y ud the Treanry wro roprooontad , I told Secretary ~~ obout 

h ipPO' I appllcatioo ud be oaid Tripp a bad •d• a oiailo.r appllcat101l to 

tho St&to Dopar-at. 1!11 lllldorotandlnr; ""' that 1'r1ppo •• aol<1nr; their 

t id in r;ottinr; tbio inf'on»tioa rr- Brit1o b obipo, but tho <>o-t • • 
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-.do that i .£ Gre&t Britai.D entered the -.r, •• oho now hu, thoro 

... w bo a radio blaot- olll: 'llbich ""uld - it illpouiblo tor tha 

to rend or a.• eieta.noe. 

-.eachO D OW 81JU01tt that it tho .l.dainiotratiOD 1o p-eatl;r 

l.zltereated 1D •1Dta1D1nt; trano-.l.tlantio air oorrtce, the nooouary 

weather oerrtoo could bo ouppl1od by obta1Dlnl tho or ol.% ..,rohant 

nuolo, now laid "P, troa tho llo.ritiM c-l.uion, It wcnld toto 

probably eix ohipo tor tho oenico it we were to aintaiD tour oon­

otantly on otation, 1faooobo oott-too it ...,uld coot about t%60, 000 

apioco to put tho abipo 1D ooaoaiooion, otter Which probobl;r $35 ,000 

248 

a :roar a piooo ,.,uld bo outtioiont to an and operate tboa. Cont-latlnl 

tho uao ot Coaat Guard orew1, tht aerr1ce lrO.lld. requi" not leas than 300 

.... 1Dolud1Dt; otticort. .1.1 tocotbor tho atnteno.noo or thio ••nln• 

would coot the Government 1D tho tiret year probabl;r about $1,750,000. 

!bo Protidont """ ld probabl;r ha ... to authori&o dooiaion to 

do thie. 
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Sep~abcr 5 , 1939 

~ dear ~~. Prea14ent: 

After leaY1ng Cabinet I hl\d in 1:11 office , 
a t 5 o' clock, Adal ral Land and 1~. Trui t t or t he 
~lar1t iM CO!IIIl s a1Cil, Ur. llaclt,.crth , ~gal A4Yi aor 
of t he J t ate Depart~>ent , and Treaauey reor'f' aenta~ 
t i Ye ft . We dleeuased tba que et 1on Of bu71fth ~~e 
1401\IWIDll: and the Qll&I::IC MARX end g l Ylnl" t be!l a 
credi t on tbe1r reaoec tiYe war debta. 

At 5: 30 p . "'· the Br 1t1ah and French ..,.,_ 
baeaadora call ed a t a: of f i ce and 1 t ol d t hem or 
the propoaal. The British Aebaaaador a eked if 
t hey were goi ng t o ge t any mone7 wh1ch the7 could 
uoe t or wnr u teri ala 1n t h18 c ountey and 1 told 
h1a no ; t he 1dea was at mply to r i • e t hem a credit 
on t h~ir de bt to us . 

1 &l.oo , ye s t erda7 afternoon, i ns tructed 
Adl~1rlll lfaeache t o r.et t wo ot our l ame out t er o 
roady t o sa11 1mmedi a t el7, when we r eoe1Ye ~rd 
t roa t la J a'f'7 . 

The President, 

The ll hlta llouae . 

/ 
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11,7 «ear Mr. Pzo.al ... \1 

After 1-n .. C&blaat 1 ba4 la IQ otnM, 
at 5 o• o1oolt, A4Jilr al '-'4 184 Mr. 'l'rulU of \be 
llarl\1- ~··1-, .... Baolt-'h, L.opl A4•1-
o f tho S\atl Dopart ... t, aa• ~SUI7 N PNHft ... 

\lYII• WO 41eoueao4 ~be quoa\101 of ~lag \be 
IIOIUWIDU 184 tho QUUJ IWU: aa4 S1YlnR \hoa a 
oro41\ Oil \holr NlpoOtlft IOU' ~b\a. 

At 11010 P• •• \be ltrUUh 184 Pzo.aoh ...._ 
ba .. a4ora oal.lo4 a\ 110' ottloe 184 I to14 \baa of 
~ pl'OJ)Oaal. nw 1tr1uah ,.,..,ao4or llk14 1t 

\hiJ "" going \oJ:' 1111¥ aoa., wblol\ \hoJ .-14 
,.,e t or _,. •tel'1 1 Sa t b U o-tl'J an4 1 \ol4 
11111 -1 \be 14- ._. ~17 \o « lft \boa a GN41\ 
Clll \balr 48b\ \0 ••• 

1 aleo, JOater4aJ at\erno011, lna\rvo\14 
Actalral WaaMbo to get two of our l arge ouUeN 
1"114J t o ..U. 1~11\elJ 0 wbll we NOilYI wor4 
fi'OII tho ...., • 
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~ doar 11r. Pree1aen\l 

A~r leartft8 Ca bl net I 1\1.\d ln "1 o tf1oe, 
a t 6 o ' olook , Adalr al Land and ~r. Truitt of the 
U-r1 u ... <:OIM1oo1oa, !Cr. ltaok.,or \h, Legal A4Yhor 
ot the Jta~e Depart 100nt, an4 'l'ro&IIUI'7 rep"'een­
t.1ne . ·~• dhoueMC! the queoUon of bl47lnr: the 
liOlUWI:>l Y. aJt4 t be Ql.la.£11 IL'JIX and glYll¥: the"' a 
oredlt on thDlr reapeotln war de bt o. 

At 111 <10 p . s. the BrUhn ancl rrenoh "­
bo•~oro called at _, offl oe an4 l told the• of 
the propoeal. ThAI Bruun Allbauaclor au~ 1f 
tl\87 were go1ng t o get aJV aone1 "Yllloh the¥ ooul4 
u .. t or wAr IOAt e rla le 1n t h l o o~~~>ntry anll I tole! 
!Ua no 1 t he l de• _. <daplT to r. l .e the ll a aredlt 
on t b " l r debt to ua. 

1 Al•o , ya eterda1 after noon 1n~truate4 
llcltll r a l 'Caeaobe t o get two ot our i lll'l'te <lUU o ro 
read¥ t o oall 1-dla t.el.)', when wo reaelYe \'lOrd 
tJooa the llaY7 . 
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10 deal' Ur. Pndltllnll 

Anel' leaYiq C&b1Mt I bad l.a rv offloe, 
at 5 o'oloolt, AdldNl l.nd an4 Nzo. Tru1tt of u. 
llai'1U• ec-la.t•, ...-. Hao'll:-'h, t.epl A4•1-
of the Sta\e O.J)CI"-ttt, and 'trea«u1T I'DPf'O-~ 
tlfta. 1re dleoue.ecl ._ queaU011 ot bu¥1116 U. 
IIORIWIDl & an4 t.be QIJJ!D IWU 11114 g1<r1~ tbn a 
ored1 t on thelr napeoUft war deb\a. 

At lh~ P• a. \he ertUah afld rr.eob "­
balaa4ora oal.led a\ 111r otnoo u4 1 tol.d ~ ot 
tiM propoaal. Tba 8r1Ueh ~IMidor aued 1t 
\be)' "" ~ng t o P' 1111:1 • OM7 wbloll theJ -'A 
1110 f or war - t•nala t.a t l\1a o-~ and I told 
b1a IIOJ the 14oa ._. alllpl.;' w r;ln Uwa a andlt 
on \llelr deb t to l&a. 

1 al.no, J Oatef'da1 aftornoOfti 1nl tNOted 
o\drolr&l 'f .. aotw 'o got two of oou- an:o outtei'S 
f'aa4l t o M11 1 'toto]J , whet\ wo roool" ..ol'd 
h'oll \he •• , • 

Regraded Unclassified
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From: 

Seoretar,r Xorgentbau 

Mr. Duffield 

~53 
September 6, 1~9. 

Subject: Preeident'• Pre•• Conference, !ueeday, Septeaber 6, 1939, 
•:oo P.M. 

- !he Preeident eaid that 
he was going to take 

t lnal action on the proolaaation under the 1 eo-oal.led lfeutral1t;r 
Aot. • !hie proclamation, he said, w1ll •"'Pereede all oontraote 
between private American aunitione aanutaoture~e and tore1gn 
Oovernaente and v111 prevent the delivery ot any additional a1r­
oratt under oontraote between American aanutaoturere and Britain 
and France. !he Prea1dent aa1d he vaa unacquainted with 
prov111cne tor duagee or eacape o.laueee which 111ght be 1noluded 
1n thea a contract 1. 

SP!OIAL SESSION - !he Preeident aa1d he had no newe 
on calling a epeciii eeeeion ot Congreae. Be eaid the more 
that he etudied these probleaa the leea need there eeeaed to be 
tor additional legialation except neutrality legielation. 
He went on to eay that he vae nov working on detaile ot oerta1n 
mattere that oan be done without legielation and ahould be done 
before Congreee aeete. !heee aattera include tilling out the 
gape in our national detenee and arranging etricter enforcement 
ot neutral1t;r. For 1natanoe, the lfaVJ'• enlieted etrength il 
15 per oent abort ot a peacetime baeie and that 15 per oent 
probably ehould be made up. Xorecver, there are problema ot 
patrolling our own water•, oouiuion1ng deatroyere, increaeing 
.U.:r etrength 1n the Can&.J. Zone and Puerto IU.co, tak.1ng added 
precaution• aga1net propaganda 1n th1e countr:r a1aed at our 
ayetem or Government or t oetering oo..uni.. and diotatcrlh1p, 
and or taking precaution against the uee or th1e country ae 
a center tor gathering intoraat1on halptul to the belligerent•. 

lfo additional appropriation• will be neoeeeary 
until the regular eeeeion aeete in Januar,r, the Preeident 
ea1d. 

AKERIC.UI IIHIPPIIfG - !he Pree1dent ea1d the ooneeneua 
at t he LondOn li'bauy and here 11 that it ie probably eater t or 
American liner• with tlage painted on thea to run on tbe1r 
uaual couraee and v1th all lightl on and on announced aa1ling 
dat11 ~to inetitute a convoy eyeteiD. It thia .i• dona, 
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tbel'tl will be no 11a7, 1t &nT oare ia taken, tor a1ataking ~· 
tor belligerent llh1pa, 11hereaa a warllhip looka like a warllhip 
and 11 aore l1kel7 to ba attaoked. tlnder inhl'II&Uonal law, 
Aaerioaaa oan retlll'll on belligerent llhipa beoauee U waa agreed 

-- end ~raanJ a4hue4 to t he agreeaent 1n 19M -- that &nT 

aei'Cllallt llhip wou1d be a topped and the paue.ngere ginn a ohaDoe 
to e1oe,pe before the llhip wae torpe4.oe4. .U1o, under the 
preeent neutralU)' law AMrioana han 90 da71 after iuu.anoe 
ot the proolamation duri.ng Wh1oh th17 aa7 traTel on belligerent 
eb1pe. Ot ooureet the Preaident a4de4, theJ are being tol d 
tbet b7 doing 10 ~he7 take greater rilke than the7 vou1d ooalng 
on Amerioan eh1pa. He aa14 he had no ottioial word troa the 
Embaelitl 1n England or Ireland on t he Athen1a. 

PROFITEERING - The Prelident eaid he had noth1.ng new 
on preTenting profiteering exoept that Juet1oe wae atu4Jing the 

u tter. 

!15]) 
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'-Pt•'ber 5, 19}9 

fo1 !'ho SocrotaJ'7 . ' 
rroe1 Mr. llaa•• 

'!'hero wu a .. eu~~~; !1.14 Ia IQ' office \ll.io *'l'lliq \o 41ocv.oo tbe 

doproolatioa pol1q with roopoct to prhato oorporationo oncace4 Ia war 

contr""h 11'1 th tho Oonr11a0ot · 'l'ho follo11'1~~~; wore In atteD4aoco: 

llr • .JohD ~. Chal......, of tile Co-tttH oa Depr ,ociatioa 1a tile 

Int.f!rD8l -..,.,IN, Bure111.1., Mr. ldwar4 B. J'olQ', General Cowtael, a4 

~r. Ju&ono Du!flold. 

!'ho purpooo ot thlo aoeUac wu \o a411'1oo tho SocrotaJ'7 upoa tile 

proooot ota tuo of oocotlatloao betwoon the laTJ and tho Bur..n ot 

latoro&l lno..,. 11'1 th -s>oc1f1c ropr4 to tile t6 llillloo coot U• to 

certain ........racturoro wbo wore forced to 'ba,y &441 t1oD&l oqui)lMDt Ia 

order to heoton oooploUoa ot tho work uador cort&1a laTJ coatrooto . 

I f1a.4 that tho Bur..., of Iatol'll&l IIHoauo hao acree4 11'1 th tbe 

layY thAt upoa eort1t1cat1oa ~ tho Socrot&rT of tho laT7 \o tile 

Dopartaeot of Iatol'll&l Ronauo that oqu1paoot ha.4 boon pureheoed ~ 

eert.aln corpora.tlona t.a exceee ot \h.tr DOrMl. requ1raente, aD4 at 

tho roquoot of tho laT7 1a or4or to ozpo41 to 4111 ,...,. on eortaiD laftl 

contract., that tho llaro.., of Iatoro&l Ronauo would allow ouch-­

footuror to take Into hlo 4-s>roc1at1oa aecouat 50 poreant of tile coot 

of ouch equipoooat, .mtch could 'be eharco4 acainot prof! h aodo apoa 

tho lla17 work. 

Yo han a.ot oftected OZ1T acronooat 11'1 th the JJrll;r \o \ll.io offoct, 

but we ua.4erotao4 t horo 1o a olllilar pro"bloa to be 'IIOrl<ed out 11'1th tho 

General Motoro Ia eoaJuDctloa with their reported lo~ootaoat of 

' 

$15 aUUoa tor tb. pUl'"pooo ot ouppl7tB« tho jziQ' and tho l aT7 with 

t bolr uwl7 4nolopo4 hlll>-op- .&llhoa .,tor. I u """ ·~ 1D 

otud¥1nc tho roculaUono 1oouo4 purouaat to tho acrooaoot 11'1 th tho 

Na>7, llr, Burrua 1o be~IB« a 110<1tl"1 11'1th Colonel Sehulh, wbo ropro­

oaoto the jziQ' 1D tkooo aattoro, \ll.io attoraooa. I will r-eport tDrtber 

when I IIA•o tho rooulh ot thh aoot1111; &D4 will purauo tho •tt•r until 

arrancoaeah bAn booa ooopleted 11'1 th the Arll;r OD their Goaoral llotoro 

eont.ra.et. 

Por 7DUJ' tatoraatioa, tho 11&'7 roquooted Ia t ho laot Doficlonq 

Bill aa ~~pproprlaUoa of $6 alllioo which wao oaraarlted tor uao 1>7 t ho 

II&YT Ia tho pureh&oo of eorta1a ........raeturiiiC equipoooat, Ia order tbet 

dtlhtf7 oa li&TJ coat rae to lliS)lt 'be oxpo41 ted. 'l'hio requoot wu craato4. 
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fba .. .,. 11M \be *' dlltoa .... -•• \o lrMp u..-.. h - cpp' 
la \!71., \o por...,. \be -..factvoro \o lwoo\ \be t6 III.Utoa U.... 
ulYOo aa4 \.a \be -.fl\ of \be -.r•-• wt~ \be Jv- ot 
latoroel In~ oa \be t.preclaUoa of 50 paHoa\ por 70or. llllllo 
1 do ao\ laloo wbe\ber or ..,, \be ......rac\aroro wtll .,roo \o \lito, 
l t occaro \o • \be\ w oholll4 'llo wtlll., \o o\M& '117 .,... -.r-•' 
ta •lt.her .-nat. 

Ia ell tbeoo •\\oro I • a .. u., wt \ll •· Jolla Joorno of \be 
Bar- of tatoraol llnuu, Alldrol le~taooa, roproooau., \be...,., 
aa4 Coloaol a..lto, ropreoa\l-. \be lil'wT• 

J.W .~ 

.. 
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September 5, 1939 

fo 1 'l'ho Secr ota1'7 

J'roo: !lr. lle.neo 

Tho Preoident called ao on tho hlophono a t 117 house on 

Monday oYoni~. Soptombor ~th, at 8130 P.M. and inotructed ao 

to set all the infonation concornins tho arrinl in :Booton ot 

the Germ~ ohip Paulino Friederich. I secured tUo info!'llatlon 

and today addrooood tho tollovins aemor andua to the Prooidant: 

1 nte Oennan tanker, Paullne lrted.erieh, out of Port J.rt.hur. 

Teu.s. vith a full careo of lubrioe>tl"8 oil. bound for B ... burs. 

Go~, put into :Booton yooterda;y. Her Malter, Honriek Holt&an, 

hao not aoked tor formal entry, but baa noti fied the Collect or that 

he will do oo thio aornl~. A Coaot owu.l cu.tter to lyl~ aloe&Sido 

of her, and the Collector ot Cuatomo baa boon notified not to &1•• 

her eloe.ranco papero until he hao roeoiYod toraal inotructlono 

rro~ Waabtngton. • 

!ho Prealdont told =• turthor to adrtoo Collectors ot all porto 

not to ioouo clearance pa~ero to Otraan ohipo without inot ructiono 

f'roz ua. 

Tho Prelldent turtber inotruoted ""' to aake a coepleto ourYey 

ot all Ooru.n property in thh coUDtry, includlns caoh balancu, 

*'Curl tte1 o.nd tlxed tneetmenta; to ucerta.in the owner• or au.ch 

propart:y, and to bon catalosuocl tho location and whoreabouto of ouch 

1nYeatmenta. 
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t'o: t'bo Socrot&r7 

J'ro:> : llr. II&Doo 

Tho Prooldont called •• on tho telephone nt 1111 h1>111o on 
llonday non I~ , September 4th, at S:JO P .II. end lnotruotod •o 
to cot all t ho lo!omaUon ooncornin& tho anhal 1n Booton of 
tho Ge,.,..., ahlp Pauline Frlodorloh. I ooODJ'od this lnfo,.,.Uon 
and today addrouod t ho followlnt; ••oroa.t. to tbe I'Tealdont: 

"Tho Oe!'IIM t anker , P8ullno lrledorloh , ont or Port .Ao-tlrur, 
Texas, with a t'ull car1:0 of lubrleatlnl: oil , bound tor llpbftrs, 
Geraan7, put into Boston yeeterda7. Her Waater, Benrlek Be1taan, 
baa not aakod tor ro,...l ontr:r, but baa notltled tho Collector that 

he rill do ao t hla a ornlq. J. Coa at ~d cutter h l;rlns al-ldo 
of her, and tho Collect or of Onato• baa 'bun not ltlod not to l:ift 
her elearaneo papora until ha baa rocllYed t oraal Jnotructlona I 
tro" laablnt:ton, • • 3 · •' ~ If.~. T.<to., ~· .r 1~ 

Tho Prea ldont told me further to adYlao Collectora Of all por t o 
not to l ttue clearance paper• to Ger'21f\D thlpa without 1.Detruct lont 
froa us. 

t'bo Proa14Clt turthor wtructod •• to aako • OOliiJ)loto OurYe:r 
or all oo....., propert:r in t h1a eouatr:r, ineludlnc CNh balancH, 
tecurltiea and fixed in•eatmenta; to aacerta1D the ownera ot auch 
propert7, ODd to b,.ye oatalopod the looatlon and whoroabouta of ouch 

1nTeatmenta • 

.T1!!:Jr 
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n. o- \abr, Palho hiMoriob, ..,, of Pon .-.-, 

'•-• wl\ll a fllll .,... .. et l•wt•\t .. otl, "'-4 for._....._, 

o,,_,, J"'\ ta\o Joo- 700\oMq. hi' llao\or, louttilt 

a.u-, 11M 110\ ulto4 for t onal oo\"7, loa\ bao 110\tll ... .­

Colloo\Or \ba\ ho wlll 4o oo \ hte .. rot... A Coao\ lura oa\\• 

te 171 .. 10lo ... t4o of loor, all4 \ho Oolloo\or of Coo\•• bao 

1leoa 110Ufto4 ..,, \o cl"' her eloariiiiCo 'PIII'•ro u\tl ho hao 

r ooot"o4 fo..al tao\rae\loao froa ••~ac\0•· 
/ 

( • A 

' 
• 

._ l rt ctco -

\ 
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'l'he Ge._, tailOr , P.wllne J'rlederlch, out of Port 

Arthur, 'l'exaa, wlth a tull oarco of lu'brle&tlDC oil, 'boW>4 

tor Bubur&. 0.1'11&11,)', pv.t 1Ato l!oatoD 7ethl'4q, Rer llaater, 

Ha11rlelc Hel-, baa DOt uke4 tor torul eot1'7, 'but baa 

110tltled the Collector that he will do ao lhh JOC>J'DlD&· J. 

Cout 0\lard cutter 11 l)"lDC aloacalde of her, and the 

Oolloetor Of CU.t~l hao bleD DOtlfled 110t to &1Te her 

clearance pepera UAtll he hu recelTed formal 1catroat1ollt 

fro• Waablft6toD. 

Jote1- atilt tro- St¢7 11 ot!lce 

cc - Mha Cben"Dc.,. 

4 coplea ll&4a 
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'lllo a..- fulter P.&UI.lU lllmllllOI, 011 U. a tllll -

of UJI. I6 lMc -. ot lllllr1M\11ai oU IA4• at Port .&r\hr, 

ToDa, tor Ge.-.., _,... ..._ rr- tlaa IL1il> - ott tloo lo• 

SooUa C&pu ud - ia\o ,.rt at Boatoa, laoaaev.t.u, e.dq, 

S.pW.l>or &, 1811. !lila ....,\ar7 \o tlaa Genoa Ccual 1a laatGa 

... t. Oil -..a - -t ud tal.U4 \o t.llo C&ptaia ....., U.Oil ""'' 

pno!!••••'7 a\'7 tor tllo -1. It 1a t.llo C&ptaia1 o iaW.U. 

\o .U. raplar •trJ of t.llo ~ todq, S.pW.l>or 5. 

!lila oU wu aold 1>7 t1aa Oolt raporuaa • llefiaial 

Coli~ apiaat a lo\tar ot aradU oa a Lolllloa -· A ..._.. 

aoatau..., ot t.lla aellar a... 1atli•W tlaat U.o 4ratt llq liD\ 

bo boMro4 oa4 tlaat a Ubol 11q bo tuo4 a;aiaat tile aargo • 

TIM~, llopteabor 5, too ,..teat tlaa aellar. 

A Cout. OiMJ'4 •"• 1a 111a& alMc a14a U.o -

oa4 .. -. ottleara ... ..., bo• iaav.&oW too pra .... t doparwra 

of U.o -•1 od.U...t iaa\I'OMU.a h'OII tlao IIID'ooll of C.Ut.oao. 
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'lllo an-. tultOI' PUUIIJ: Pllf'l)WCI, ritb a taU -.. 
or em. n 1-. tau ot lMbrieaU.. oll lAd• at Port &r&a.r, 
TUDo, tor C.NIIQ', ..,...... liMk tt. t11o lUi)> ._. ott 11lo •• 
!oo\JA Capu - - 1alo pert &l liM., ...... otw, ~. 
,.pl=ber a, ~. 11oe -l&t7 "' 11oe ~ ..... eae .. 1 1a !Mtaa 
.... t • 'bMl'4 u.e boel ...s tolU4 lo u.. c.,wa- tA.a-. 
pnllalno "7 .. t"7 ror tile ~ 1t I.e tile C.pt&1a'o 1al.eU. 
t.. ..U ,..1\&lar •1."7 of tbo -1 ~. S.,l='Da' 5o 

'lllo oll ... oold b7 a.. lll&1t bpor\laa 6 lef.la1a& 
Co• I>UI1 •cawl a le\wr of ChdU oe • l.olldoll 'boalc. • ,.__ 
u e\&Uft of tile oell.r llao 1adaaw.l • •t tho dft.n 1MJ •t 
bo h-.4 ODd tbot a Ubel MT be tUtcl a~o1ao\ 11lo ..,.CO • 
'!Uolld&y, Scp-ber s, t.. ,...\oo\ tbo oollero 

• eo .. t Ooao.r6 ... t \or I.e .L.:r1lll aloloa: o1do tbo taDkn 
dd CNa\oeo ort1e"" b&ft bo• SAot.NoW \0 prn .. t c!.,...-. 
ot tilt ft-1 w1tbooat 1ao\NCUC1Do froo tao l!unw or Cllotoaoo 

• 
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11>e a. .... tukor PAI1l.l1E Plltmmm, wita. o tlll.1 ...,. 
or ua. u 1-. tou ot lllllrieaUJo& ou lad• n r.n ~. 
Teu•, ter ~ • .._.. llo.clt r... tM lolil> ._.ott..,_ •• 
Soo\l.O Capu-- 1at.o p11rt o \ IMt.oa, lum .. ?I\W, ~. 
s.,-~ou s, use. 11>o -\ol7 too u.. c.- Couul 1a .. ._ 
..... , - 'llo&ll'll ... liM\ -.1 \&U...S "' Ill• Cap\&J.a - ~~~- -. pnUaJ.aeey ..,~ tu Ule -1. H 1a lbe Cap\ola'• J.at.eU. 
\0 -.to rocuJ,ar •111'7 or uao - l ~. S.p-boor '• 

11>o oU wu oold b)' 1M Qolt bpon.Saa 6 lotJ.alai 
Coo)IOIQ" OpiM\ o lo\\ol' ol cndJ.t .. o Loedoa ""'*• A ....,.._ 
••\&Uft or \1M .. u.r .... 1MJ.oo...S Ulo\ Ult dn.t\ _, •' 
11o bcaull<l - liM\ • U\o1 _, bo N.lod opw\ tile 001'60 • 
~. S.p-w 50 "''"'"' Ule .. l Uro 

.l Cou\ OIMN coa\'- 1a l.71&c aloe11 .U. tale -
....s -- oru e- ..... - J.ae~ "' ,...._, d.,_ ot Ult -1 wlU...\ J.ao-U... ,.,_ tllo ,.._,. ot CU\odo 
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,... a.- tuur PAIII.llr ru._ua,. ~u. .. tiiU -.. 
or IHI.u 1-. '-or l.Uriea\1ac eU lM4a a\ r.n lor.,., 
Tuaa, ter a. ... , ..._. liull: r- tiM ~- ... oft -. Ina 

&loUa c.,.. - - ,. .. per\ t.\ ... -. ··=· ., ... a...v. s.,-....... uae. ,.. -\u)" \o ... a.- c-1 ,. ..... 

...... - ....,.. ...... , - \tu..l \o u.. C.p\tia .... tao. ... 
pnUa1Aa~ -~ , .. u.. ~. " 1t. u.. ea,tas.a•• s.a-ua 
\t ..U N~r -~ ot U.. -1 ~. lep-w a. 

'Do• eU - .. u "" ... Clll1t ~ • ..,....,.. 
C'MpoiiJ ~ • le\- ol .... u .... Loedoa ....... • ~ 
••\eUw ot U.. oaU.or .... ~W U.at U.. <lrt.l\ ~ .n 
'- - IIIF .. ud Uoo\ t. Uloel 8t,J be t1W apiaet tile _,_ • 

'llaMdo7. .,. ..... ' · \o llft\oo\ - .. u. . 
• 0...\ QloaN _,_ .. l,ru, .. ~-. a1clo u.. ""*­

- -- ottle.o bew -.. iae-"" \e ,..._, d.,.,._.. 
at U.• ~ •.1-t 1M-Uaa boa -. .__ et cu-. 

.. 

Regraded Unclassified



'Doe C.ftUI TaUer PAGUI! 1'1ll~Wa11 trl.U. o l'llll -.. 
ot 6128, 11> ~ \Ga. or l.oallri•ua .. oU lo<l• a\ Port u~, 
T .. u , tor CleNUIJ, tllrso4 baelt tl"Oe U... 11.1 o1o .... otr U.a lo• 
a.oua C:..pu Ad- 1D\o por\ o\ IINtoa, lluOema Uol, ~. 
ll.p~'bor !, lll~. 1b.e ooent.uT \o U.. a. .... c-.uJ. 1A -­
... \ .. .........., u.. too t - ""1U4 "' u.. c.,"' .. - tlloD­
preUaU&J7 ..at17 tor U>• -1. h la U.e C.pwa' • 1at.oat .lca 
\o M lta N .,.Ur Olll.r)' of Ule - l ~. S.p-l>or S. 

'ftae oU wu aolAI b)' U>o Ol&lt tsporuac 6 P.et.l.al.ac 
Coto~a;, o&a1Da\ • la\wr ot crodl t • • ~ - · A ~ 
o.o""tJ.n o: tile .. uor Ilea 1Ddi•W U.ot \llo <lftf\ lOOT DO\ 
'bo 110801'od ODd U...~ a U'bol .. 1 bo t 11tocl a~1aet Ula OOJ'CO .. 
t\aeec!ay , S.p~llor 5, \o pretan t.ba ••Her. 

A Coo•t Vlaard out ""r 1o 1¥1.D& aloe& old• U.e \aultor 
alii! 0118\HO or rieO"S ba ... - 1AatNOW \o p>"e<rt Dt doputure 
o r U.o 'NNol wi \bout iBa\NCUona tro.a U.o lu.Hw ot lluoto.<oo 

tnod t/6/'ISI a'bo 
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cort 

!be o...._ !aDI<er PJ.1Jl.llll ftUDaiOI, with a t..ll OU&'O 
of 6228.35 loa« t01la of l'Ubr1cati.Bc oil lo44D at Port J.rtbv.r, 
!naa, tor 0..-a:r, tllr!>ed bacl< froa the bicb e ... off tba llo'fa 
Sootta c.p .. lAd .,... I.Bto port at lloat01l, lla .. aclmaath, b4&:r, 
Stopt•ber J, 1939. !ba aecrotar:r to tba 0. . ....., Coa81ll IJ> lloatcm 
....,.t OD llolll'd tho boat lAd talked to tba Colptai.J> wbo tb• u.4a 
prell.al•r:r •tr:r for tba ,.. ... 1. It 1a tba C.,tai.B'a latctl.oa 
to Mlao r&CQlar aatr:r of tba ,.. ... 1 t oda:r, Stopt•ber 5· 

!ba oll ..,... aol4 l>:r t he Oult l>portlllc lo lefi.J>l.nc 
eo,., .... ,. acal.nat a latter of credit 011 • Lon4on l>ank. J. repre­
aantatln of tbe .. uer baa l.nd1cata4 t bat tho 4ratt ~ aot 
l>a bclllorad and that • libel ~ l>e filed ep1nat tlw carco on 
'l'v.u4a:r, Stoptaaber 5, to protect tbe .. uer. 

J. Ooaat Oaard Clltter 1a l:rlac a lcmc aida tbe tanker 
and CllOtoaa off1oera baft beom IJ>ttruoted to praTant departure 
of tbe nuel w1 tbcut wtructiona froa tba Jva&u of C... to• . 

14fl~~f· 
Seoretar:r of tba 'fraalur:r 

!Jpa4 9/5/" alto 
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1.: .J.I::JLI::G Of' GOV!::Rl~!IT 
DON!> :.lARl:E'l' 

Septetiber S , 1939. 
8 :30 a . m. 

f 1·u•ont: 

1:. ·· . Jr: 

• · • Jr : 

!t\ltUU ! 

. . . . tr : 

.t "loon: 

unua z 

. . . • Jr : 

L!r . Hanes 
l.tr . Bell 
t.~ . But-gena 
!.lr . Ronn l d Rans om 

1"/ould so::1ebody t ell me , so I know, whet will they 
d o t o da :> for us , because I don ' t know. Xou sec, 
l.arrison - I d i dn ' t know tha t harrison .:as ou t side 
for two ho,~s yes t erday wentlnc to see me . Nobody 
told me . 

L"r . Secretary , he had gone be foro JOU cane . 

I told him you t~Culd want to see him, but he stayed 
arotm<l h ere un t il just before you left t.,.,a t meet1"!:: · 

Ulst n l~;ht ho said he ha cl sn t in ray ou ter off ice 
f or two hours , said ba<ln ' t you or i. ieley to l d me . 
I 8&1d , "No. " 

! was "'" tchi:lt; for yo•t to cone . llo flasn 1 t in your 
off ice . I Vias talkin. to hi, thero myself . 

lie cnlled me up last n1s ht , vu ry much d1 s turbed. 
A little l ater :.o.rrincr cnlled up ; he ' s ve1•y :m1ch 
dis turbed. 

7ha t ' " dls turb1fll: thc i r us uo.l a eren1 ty . 

So I jus t .:on.:c!'ed wha t f103 c oin: to h a ppen a t 
9 : 00 o'clock this mornL~3. I n~nn r.hs t ' s t ho -
r.ha t 1 s t he order, Johnny? \.bo.t "ill ha ppen? 

· .. ell , I don't know wha t t he or 3ere - r.ho. t orders 
t he Federal has c 1ven. 

That ' s r:ha t t he;r ' rc clecidi!l{; a t this a :;;o neetinc 
t: ti s morn1n&, as l un le ra t a ncl . 

Yes . 

~xouse ~e one se cond. I •ll bo richt beck • 

(H. ?.!. Jr . l onvos and ro turns soon tt1th. 
3nndolph Durgoss) 
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Ranaoau 

H. !! . Jr: 

RMDOilll 

!1 , !/., Jr : 

:tans om: 

S. li:. Jr: 

H. Y. Jrt 

Hanes: 

- 2 -

Beg1nn1Jlg with th1a morning, th1a tallow 1a 
working lor the United Statea TroaSIU'J . 

Well, I th1llk be 1 a always worked tor the publi c 
interest, 

On Government tinances, He ' a i t go na o .... 

Yea . 

265 

This 1a an a rrangemont all worked out lao t spring, 

Well , that's tine, Back in harness , 

Going to let the National City pay him and we're 
going to get his services. 

Pretty aott tor the National City B&nk, 

Now, Johnny, tell me where we are at as of t his 
morning, 

I wae t alkine to Ronnld , I think thoro io some 
di.f'ference ot opi nion. I don I t know how 8 trong 
i t is; I don't teal eo very strongly myself , But 
there ie some differ ence of opinion between us on "h 
it - between ua and the Fed. Vle 1 re inclined to 
think that the Government bond market ought to be 
protected but not hold or not pegged until the 
point that they are out ot line wit~ the corporate 
securities , In other words , we think that aa long 
as i t is more attractive to the b.nks to buy cor­
poratea, they're not only not going ,to buy Govern­
ments, but they ' re going to sell Govsrnmonts and 
buy corporatea. OUr opinion is that we ought to 
l et that bond market seek i ta own level, not backing 
away and leaving air pockets, not letting tho market 
go to hell , so to speak, but to keep it aa ateady 
aa possible but le t it seek its normal , natural 
level, and at aome point - I don't know what that 
point 1a, but at aoae point along ttlh line here , 
where it' s going to becat1e extremely attractive to 
the bi g banks to come in and bu:y Governmonta -
wherever that point is, I think we ought to find 
i t as qu1c~ aa we can and get the help tram the 
outside rather than the Government going in and 
creating the market and maki ng an artiticial 
situation, whi ch I beli eve is going to make the 
banks back away trom the Government market as long 
ae they teal there ie that artif i ciality about it. 
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I don ' t know whether you (Durgoss) agree with 
that . 

That ' s a hundred percent right , John. That 's 
exoctl y the, .,. 

Can you peopl e talk a lit t l e louuer? Jly ears 
n re s topped u p. 

You understood what I said? 

I understood, but it's an effort . They 're still 
stopped up . 

Doc , whst i s this volume o f corpornte securities? 
Are t!ley there in any volume tor the banks t o 
p i clt up? 

'Vell , there are some available , There hasn 1 t 
boon a very heavy volumo o f trndinc i n oorporntes. 
But Johnny i s absolut .,ly righ t ; Lhe banks a re 
!!Oinr, to e tand off on tho Governments until they 
th iru< i t ' s got a natural l evel , and as long as 
tho Fed is the sole marltot and as l o"<. as there 
nro artificial thi ncs introduced , like askin~ the 
nruuo:t o f sellers , v:hy , tho buyors are not going 
to be attracted, 

That i dea , as I recall , v:ns one o! the t rading desk 
in tho !few ~ork bank rather than nnyone here in 
·;:ashing ton. 

\"/ell , I think it was a miatske . 

i'hoy "ant tho nru:>8S Of sellers? 

Askinu the deal ers to r ovoal tho nanes of cus to::1e ra • 
That ' s a violation of every cnstooer r elation t '>1at 
the deal er has had . 

Vlhy do they do tha tv 

Tho name o f your cus tonie r is oac r ed, \'/hen you do 
that , it m&kes i t l ook vory artificial . 

~1'hnro did that order COI:\0 from? 
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The Fed in New York. 

V~ere did - who initiated it? 

Well ••. • 

l';tll you make a note to tind outf 

Yes . I '11 recall that. I '11 remember that . 

I think it arose out or the attempt to pog. If 
you attempt to peg a market , then you are reduce_d 
to tbe question or choosing whom you will b~ 
rrom and who:n you won 1 t. Otherwise, . you take 
all the bonds there are. I think anybody would 
be glad to sell almost all his bonds a t the 
prices on the day war was declared, because i t 
creates an entirely new situation. 

I think both you and John have used the expression 
"pog the market , " Ylhich mi ght be the effect or a 
policy carried out at the present time , but wluch 
certainly was not the intent or anyone that I 
lmOYI or connected with the opero.t1ons or tho federal , 
oi thor from the New York bank end or rror.> the Board 
here . 

!low, that - of course, that ' s a relative term. 

A relati ve term. I would say there seems to be a 
continuing and never-ceasing difr eronco of opinion 
between people who look at tho l:lllrkot r roc tice 
to time, and I would say that i t has seemed to :ne , 
sitting as an observer for the l a s t few days ra ther 
than as a part.icipant in it, because I'm not , as you 
know, on tho ~ecutive Co~ttee when ~rr1ncr is 
herO - the reeling h00 bOOn ths t if YOU don It he Ve 
a bid 1n somewhere and take somoth1ne as it goes 
down, you do alloT! these unnecessary a ir pockets 
to be created. Now , on las t Uonday I recal l a 
apec1f1c case in which ono 1aaue wae marked down on 
tho board three quarters or a point , w1th no bid 
1n at all . Vlell , or oourse, if you follow that 
theory of 1t to i ts ultimate oonolusion, tho market 
does find some level a t some poin t at whi ch I thi nk 
unquestionably buyers will come into it. Now , 
in order to maintain th18 orderly mar ket about 
which we all talk, it baa seemed neceaaary that 
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there should be some bid in aomewhere down the 
line , And as I understand the attitude of the 
New York bank t oT/erda the problem, they fel t 
that they could be somewhat selective 1n their 
purchases , In other words, they would deci de 
v1hother or not a bloC>k the t VIa a being offered 
was a dis-tress block or a block "hi ch waa be in,g 
off ered f rom a group or people who knew nothing 
abou t v.hat they were doing , and they TIOUld take 
a certain percentage , say, of that ~d l et i t 
go. 

Tlell now, may I int errupt? 

Yes . 

~68 

George Harrison doesn ' t feel t ha t way at all . He 
feels t hat his orders are to spend a hundred million 
doll ars i f necessary to keep t he bond market from 
going down one point. 

Well , of course, I don ' t know, r.:r . Secretary , what 
hi e orders have been, or t he de tail of it , as or 
Satur day, except what I lenrned over the telephone . 
I had to l eave town and I only got bacl: last night . 

And he feel s he has absolutely no d iscretion • 

\':ell, I think i t woul<! be vary effective if you 
gent l emen oe t with these o en, •·ho a re all here -
t he hxecutive Committe e of t ho Open ~rket Com=i t tee 
is here 1n r.'ashingt on this morning, ond i t would 
aeem to me very desirable that ~toae f i ve oen and 
you gentle~en should ge t toge ther and deci de what 
1a n joint policy. 

\~ell , supposln& I call llarriner on the phone now 
nnd l ot •s listen and aee wha t he 1 s got to say. 

I think that's tremendo\tsly help.f'lll . The Treasury 
and the Pederal should certninly have a compl ete 
understanding of what they ' re do1ne ancl why they 're 
doing it. There i sn ' t any disposition on anyone's 
part in the Federal to fail to t ry to unders tand 
one on other. 

(On phone) Chairman Eccles . - - Who i s thi s? - -
Oood mornin,g . Chairman Ecclea . 

Regraded Unclassified



... .. ~'r : 

cell : 

1- . 'tuTr: 

un~on : 

~69 

- 6 -

Would you fellows coce closer; then I can see you. 
Co:oe up , J ohnny , closer and I can see you . 

I said th4 t I anticipn ted t hat th1a was the meetil'l8 
of the Executi ve Co~ttee whi ch was ocheduled for 
8 : 30 . I h4d notice of th4t when your office called 
me . I supposed t he two groups wore meeting togethe r . 

This i e n good br enl< f or me • 

Di d Gove rnor Harrison say that he hnd o.ny n ew in­
s true tiona? 

!lo. l'vo got to talk a little f rankl y and I'm 
goinc; to a sk Ronnld Ransom not to tal<e t.,., is tack . 
I mean George i s terri bly upeot, and we've r.orked 
together under tremendous strain the last five or 
six yeare and he ' s ~ore h i s heart out and he 
shouldn ' t bO upset . He shouldn ' t . I mean after 
all ho 1 s tieclll 11gcnt for us nnd ho 1 s opere.t1J'I8 
for you 11nd a fellow upset as he ia - i f nothing 
e l se , "o OU{lht to ge t him str.l i ghtenod out . 

I t hink ho ' a done a rerr~rkably good Job . 

I think since the cris is bego.n - for over tT.o •1eeka 
I think Ceorse has handled h i r self vury .rell . 

I 'think up to Fr i day , up until \.be t i r.o righting 
s tarted, they d i d a hell of a good job. ~ey 
backed away , they kep t an orderly carket, but t hey 
l et the r ead justment ta~e pl11ce and did a fine 
job. I think the diffi cult; f r om t here on was 
t he !eol1nc thnt it shoul~ bo pegccd. And the 
minute you try to pee a market , then you're bound 
to be sel ective 1n your buyers . That i s , the 
s elective quo3tion arises because of the basic 
thing of trying to peg. 

Jandol ph, m~~y I try to expre•s i t a lit t le d i ffer ­
ently . I think the ttouf:ht haan' t been to peg 
it but to put an el as t i c barrier across 1t jus t 
like you put one acros s a road f or t he wild 
auto~ob111st to hit; i t ea ses hio 11 certain dis­
tance and then hurls him back. I think nobody 
connected with the Federal has had tho re,otest 
i dea that thoy could or should peg t he ma.~ket , 
or ""n t ed to peg tho CUlr ke t • 

·' 
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I think you and Danny and I , until uarriner come 

back - until Uarrine r came back, you and Danny 

and I had a perfect understanding oft h1o thing · 

but when Marriner came baol< , everything seemed ' 

to go a little d ifferently. 

Don't you think the s ituation changed somewhat? 

270 

I t d icln 1 t oha.noe enough to wo.rt•ant the groat change 

that t ook ple.co in t.'le carlret . Frankly, t think 

tho t hing tha t d id t he most damage to this market 

Tl&s •:he n you issued t hose ins true tions to hold 

~hat murket even at the .,xpense of a hundred l!l1ll1on 

dollars or tYIO hundred million dollars . Whenever 

you get tha t - the t 1 s an in t angible Lhine you 1 re 

talking about , this peg . rihen you say "pog, " that's 

a r e l rtive term. I t may mean pegged at o. given 

price . 

Or an elastic pri ce . 

Yes , or pesed clown. Jus t al•mys s tanding there , 

tryinc to hold the carke t , creating the attitude 

in t ho buyer "well , I ' d better look out now, this 

1a an artif i cial market , s o I ' d bettor oto.y out 

or , e ven better, soll." 

(On phone) Hello. - - 7c ll h1l'1 to send in a slip . 

I 1d like to t alk to him. 

He • s tall:illl! on the \'tire . 

I don't want to be cri t ical of Marri ner, but I 

just say that the i dea f roc yaur shop s catted to 

gat so violently diffe rent than it was before , 

after ~rrinar got back. 

I don I t thinl< , John , the r e ~·as any d iffuenoe or 

opinion bOtTieen Uarriner and any or his a osociates 

over ther e in relation t o this whole problem. I 

think there waa a feeling that the e i tuotion hod 

changed and t~~t t he time had c ome r.hen there 

should be aoce aggressive action i n thia mnrket, 

that Tie shouldn 1 t Just continually back a~1a;; from 

i t It seemed to cte that up to f riday, wnen there 

we.; defini tely a chance in the p i cture - that in , 

the crash had really co~e; I think all or ua 

anticipated it, but then YIO kncv: it a t tlult poi n t , 
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arul it seemed to everyone connected ·.lith it over 
the re that there shoul d be eorne ctoppinc in, none 
activity , and tllll.t "o could 1'1811 affor d to support 
the :r.arket to the extent of purch11.aine as much as 
wns p\lrchnsed on Friday. 

1:ow, the execution of thuse ordero secns to me to 
be the diffi cul t proiJlor., no~ tho for<aulc t ion of 
a pol i cy , and ! h vo the Lreotest SJiilpathy f or 
Oeorr.;e l~rr1son anct his o~~ocintes . ?hcy ' re r1cnt 
out on the f ir1ns l1no and nll of u: sta~d in the 
b:..cl::,rounc.l a:"";Ci Ye delJnto t.he~c thir..:,s c.nd ~i·~~e 
them so!:.e~·Jmt neces~o.rily conruned o~le~s , and 
t.'>ey •vo ._ot to ex'!cutc the:t :on;.hor .o:oo ri • !d ly 
pot•!>~'-PS thrm the 1ns:l"IC\.1o··s wcl'e ln~cnded to be 
executed. All o r tho~e thin_< n::-u opurntin& 
problerus . 

',he:r ere, but 1'1'! point is thnt you cnn• t hol<: the 
CoVCl"nment lt'.Lrket Ot\t l ike o core thur.tb b~- i t:lc l f ; 
it ' o a relati ve mol'ltf't , nnd itc l'ele.tionship 171th 
~l .c r~st 0 1' the <nal•lret llns r.;ot to bo taken into 
cont~1dernt1on. ':'hnt ' !J w:'loPrJ I think He t1ede our 
nh\.nke , in not ltoepinc thn~ rolLtionohip at the 
point \'.'hol~o it was c... no:rr'\nl , nn t.uro. l f ocline . 

1~cw conditior~s, ! at:reo , do <" ennnci no\.' ronedics . 
·.:a hor.i n ner. condi tlon thurtl .. .o'he ne,, ce n<:i tic."'l 
';'.'~"' ~J:r. t -.,rfJ:J :- eo~porn tc bond r.l.nrl.t t ":'l.n==. ~on& do\m 
::-at~c.r :-api<ll;r, c.nd :.nybo too .•aridly, ·out tnut ' s 
~o:>ethin 1-l'..&t "e can ' t ' .olp. /.n t !lo Gove:-nr.:ent 
bone ~"'~e~ helc up b;r it<olf is not coin: to 
pull t~c corporate mr..r~·et bc.ck up; :o-e.t~ e:-, the 
reverse . 

:.::;· ch£rts t hen o:ust be ell r.ron.:; . ':'he;- :,.,: · ~n~• 
to ue thn t the Government boncl n r~:ot l'"..n!l been 
much r.ore erratic ti"..nn the corro:-o. to bor.e ::!B.rkct , 
an 1 thn t 1 t foll0\7Cu nlr.~or t c:r.ne tl. t!!¢ ~at tern 
of the stocl-: rnn.rl:e t fron da7 to un:; rathe:- than 
the pattern of t ho corporate bond I:ltlrket . I ' d 
be c lad to checl< thnt chnrt l'.'ith you particulr.rly ' 
!vndol ph to see whol•oin it's wrong , bocnuoe the 
cot•pornt~ l ine i s n much steadier line and hasn 't 
t his zic,- zag that developed in tho Oovornr.:ent t ond 
rorl:ct . 

\':o n , that r.n,- !)e oo . ::n7bo i t took its l:>it1s l 
ahock :-a t.~er quiclrl:; . 
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Tbat ma,- be, I 1d like, Randolph, during the 
da7 to go over that with you, 

272 

(To !ladle,-) Get a chart oanpar1ng the Government 
bond market with the corporate bond market , llave 
·,-ou got onet 

All r i ght. 

Have ,-ou got Baae•a sheet! 

(To Badlo,-) Get it. 

Because he had a chart . 

Look in that ,-ellow envelope. - - Oh, that's busi­
ness . 

I functioned for a month without any chart , 

Pretty tougn break, 

I thinlt ,-ou were lucky, probably. 

V~at 1 e-h1e-name will get it. 

Couldn't have read a chart on the damn boat. You 
didn 1 t know whether you ware a t andi ng up or s1 tting 
down, 

This Government bond oarkot - I mean a fellow can 1 t 
eit here - we never have been a bl e to do it - and 
tell thet1 every s pli t aecond what to do. When I 
was working with Burgees t or six ,-eara I'd say, 
"How, I've got so much money. Go ahead , If you ' ve 
got an,- doubts , give me a ring." He was on the 
tiring line, and he 1d do it. 

Tbat was m,- suggestion. 
reaponaibilit7 for doing 
to do i t in Hew York and 
word to h1lll until he had 
was very, very bad. 

It I had the sol e 
it, I'd vick out the man 
I ';;'OUldn t aa,- a damn 
done some thing I thought 

That ' s the onl,- we,- you can do it. You cannot run 
the market •••• 
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I thouGht we told him on 'l'hurodny , "You've got 
all the flexibility you need." 

Tol d whot 

Ceorge Harrison. 

No , 

\':e certainl y tol d him wo had !'lexi bHi ty . 

At 8 :15 last nig)lt - I don ' t th1nl: 1n -ay mole 
experience I have ever - nor., this is not to be 
repea ted - I have never kno~ Harrioon as upset 
ao he was last n1sht, in s ix yenra . 

273 

I 1 ve seen the Uni ted States Government build up 
until they ' ve got 11 mill i on bales of cotton, 
and I don't vran t the snme thin~; happening - I don • t 
want 11 billion dollars r.orth of bonds . 

n•e• didn't succeed in rnis1nn tho price of cot ton 
very much, e i ther . 

No . I 1 vo been all throl.l(;h thi n thing . lly r ecord -
hell, when we u sed to ho.ndl e it, we handled this 
thine 90 percent of the time without you fellows . 
And I went 1n here in :;ovember , 133, and the Govern­
none bond market was all Shot , and you fellow• -
the Open Market CoMmittee stepped out , and f r om 
that t l.l'le until l ast su=mer we handled that thing 
all by ourselves . 

You mean since 133 up to this pnst o~er we haven't 
participated with you? 

!1ot very much. Am I right, 'landolpht 

1·:e11, I wouldn't say tha t . 

We s e omod to be in ther e with you at times . 

For a long time we handled the notes and you 
handled the bonds . 

l"ioll , how long had your th1nr been r rozcn? That 's 
the answer. I mean sellinG no tes and buying bonds , 
or vice versa, never di d anything. 
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(Hadley returns) 

Tbnt ' a your New York chart - shows the price 
directions; and here ' s some i nteresting com­
parisons wh1.ch they had in the 1'1411 Street 
Journnl this morn1.ng. Hieh grade Governments, 
high erade corporates , and so forth , Shows a 
drop of stx po1.nts thoro . 

There i sn't so much difference . 

llarriaon is calling me. 

Harrison calling you! All r10ht , \'loll, •117 
don ' t you take it 1n hera! 
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All right . 

(On phone) 
Harrison. 
Mr. Ranes, 

There ' s a call on ~ wire froc Governor 
Will you put it ln here , please? 

Thoro must be somethi ng wrong with my chnrt . 

Vlith your j ob? 

Wi th my chart. 

Because it doesn 't show quite that pattern. That 
makes almost a complete pattern, Long-te= 
~oasuries and corporates have stuck together 
very much, haven ' t thoyf 

Very much. 

I ' d say prac t i cally the same. 

I •ll get some mor e of the~ . 

Vle ' re talking about relatively small differences. 
I don' t - as a mat ter of tact , I ' m not very much 
botherod by thi s market . I think i t ' s going t o 
straighten i tself out very ni cely. 

I'm not bothered a bit about i t if we l et it 
alono. Tb1.s market 1s not going down very much. 
There ' s too damn much money going i nto i t , if you 
let it alone. 
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They ' re full of ce.eh, I know one insurance 
oompany is going to buy 50 million Governments 
when they think they ' re properly priced, 

I had t wo insurance co:npnniea rmd I had four 
bnnks tell me , "If you fellowo l eavo the bond 
market alone and let it find its own l evel, 
vte 1ll go in and help you with it; but until you 
do , \VC won't touch it." 

The bank which I represented until a few hours 
a go fe l t the same way . 

uo~ do they feel now? 

They 're waiting. 

For fifteen minutes I've been tryi ng to 6et 
Ecclos; can't get hi m on the phone . 

They changed their mind? 

No , hnven 1 t changed their mind a bi t . 

It' you'll put me on the wire , I 111 get hi m on the 
phone. 

v:oll, t here's Harrison f irst. 

(On phone) llello. (Conversation with Governor 
Harrison follows : ) 
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Opcrntor: 

John 
Hanes : 

George 
::arrlron: 

:::.ne s : 

.:ianea: 

Hanes: 

E: 

Hnnee : 

~aneo: 

H: 

Oo ahead. 

Hello. 

Hollo, John. 

Hollo, George . 

Septeaber 5, 1939 
8:57 a.a. 

\lol l, I 've j ust had my debate With my executive 
oot:llllittoe. 

Yeah . 

And reoocmended, in vicv or condi t ione in t ee 
aarkct and con~t1ons in the world , tha t we open up 
a half ))Oint do>.'!l. They voted me dow three to two. 

Yeah. 

And oald I mustn't o~on up lower than a ~uarter off. 

Yollh . 

That ' s >~hat we ar e doing . 
we ' l l have to stay t here . 
until they approve it . 

I don't know how long 
\/0 I VC SOt t O Stay t here 

I see. \/ell, what -- you' re :;oin ; to t old - - you' re 
goin'I to hold the :oar -- try to hol d the cnrl:.et at 
a quarter ott. 

\loll, ;;e•ve just got to l<ee!) pu t ting bids in a t a 
quarter . • ...• 

Yeal: • 

• • • • . . until t hey authori ze us to go lower. 

Yeah . 

Now, it's a hell or n way to 1'\JD a bon<. mar ket . The 
impression that I've got t en from everybody up here 
1o tha t t hey t hink Nhile >:e 1 ve done a good job -­
the 1mpr oso1on has gone al l over the country t hat we 
an pegging and that we 11.re t ho only ones that are 
buy1n ,s, which ls a1so true. 
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Yel!.!l. 

Noll t here are transactions t hrt at•c -oin · on outside 
ot uo, because ot t he amounto in•:olved, a t a point to 
o. point and o. hal! belol< our prices. 

Now wo.i t a minute . Let me under a tan:l that . You 
you oay tho.t t here 1 8 - - tl'lmoo.ction8 go i ng on out­
aide of t he 1:1a r ket at a poi nt bclo11 your p r ice? 

A poi nt to o point and a hnl f be l o\ our urice . And 
t h ey se y well, •i!ey do n' t give a docn nl:l~ut t ;,ose 
tro.r.sactlons . l:e • re not .,--o1n:; to - et huyers i nto 
this oarltet ur.til lie !St down pr etl.y nearl y to t he 
point ~>~:e re :;>eo;>le arc w1ll1n- to buy t he-: . 

YcL~ - 5ut , George, va!t a ~1n~tc . ~on~l~ Rpnso~, 
and Randolp~ Burgess, o.ncl D:Lnny 3ell , a:\t.. the Seerctarzr, 
nnd I arc ::.ere together . '.!oul~ ;-·ou c 1nd reyea t ln: 
t hnt if I tern on the loud epe~kcr? 

Sure . 

(Turns on loud spenkPr) All rich t . 

'.loll , I >~n s Just snyl nr; thnt in our canvass of the 
•~m·ket t his oornins , •·~:llo t hc l'O w:.s general ap­
proval of the >~ay 11e hanc:le(, t he n~rket , there was 
80!'10 f ee line; tha t >Te ' ve been t oo vigorous; ;·;e have 
not let it ease ott rap i dly enou:;h ; t hat >~e -- t hey 
-- t he unanioous reco~~cnd&tlon ot all the dealer s 
\ 11 t .h 'o'ltom ~e te.li:ed t o( ay ttae · th&. t we open a - - a 
hnl.f be l oll last Satur day . I reco~::~er.dcd t ::t; t t o t he 
Open !:arke t Co=i ttee and the y ·to ted ce tl.otm t r ree 
t o tl:? . ':'J".e:· too:: no lon- doin~ 1t tha t I don't 
knot• th~ t I got bi ds 1n on the stoc:~ exch:;.'l:e -ln 
t1-:~e t o !".ave any bids ln , on no:Jc ot t t e=. ::e :~a;: 
have -otte!1. t::e::~. , ! ~on ' t ~tno~ . 

Oh
1 

ana another reason for our recon:ten~at1on · . ...-e..s 
thnt tJe •re ~;e tting advice !rO'l llll r.round that t"1ere 
arc a,,·a·>s , or t:'e.deo , or sales outsi de of t !:e E'edernl 
a t nnj'>lhe re fron a >oin ~ ~o a , oin t AA<l s hill~ oclot: 
OUl' ":lr 1ces. ! t r.inl: >1it•1 tha t SQ1n-: o n, even thou;.'! 
we shouldn 't necessarily be oonoel'ned about eollebody 
llho >mnts t o sel l h i e bon<l.o 1\t M)f !ll'lce , >11t:1 t hnt 
going on it ls evidence t !:nt ::o ~o bei :1 too v1_7o rous 
and are no t eas1ne it oft qu1oY.ly enou~h -
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There ia a good deal or evidence also t hat insurance 
coMpanies and savings banks are doin5 t heir beat uc 
sell t heir bonds, even a' n !)Oi nt belov it they can, 
because t hey are swappi ng into corporates t hat are 
orr eight to ten points or t he prime ccrpcr a tea. 

Yeah. 

And it Just doesn't make any sense to me because 
ndr.lit t1ng that ue want t o IU\vo an orderly mo.r l:et, 
I t h ink on t he morning ot t er a declaration of a 
general war a halt !)Oi nt down i s not disorderly. 

lieU, I agr ee 111 t h t hat, certainly. 
wai t a minute. (tal~s aside) George , 
York, aren't you? 

Yeah. Oh, yeah. 

( Brier .,..usa ) 

Anyt~ing 
you're in :~ew 

Jus t e mi nute , George , her e•e the Secretary • . 

(Secre tary takes t he phone.) 

Geor ge • .•• . • 

Yea, Henry. 

I 've been tryi ng t o get Eccl es for fifteen minutes 
and have been unable to . 

Yeah. 

And I ' l l call him and • ••..• 

Vell, t hat was because I vas debating vitb h~. 

And - - a '· I'm goi ng to see 1t I can ' t ge t tna t 
Comoittee to come over and see me. 

\/el l I -- I -- ot course , I ' m e1tt1ng he re between 
t he devil and t :-.e deep blue sea . I ' m perfectly 
wi l ling to do what t hey order me to de . 

Yeah. 

But on t ha other hand , I regard it my res~ons1b111ty 
t o give t hem my beat Judament as to hov to handle it. 
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Well , let me ga t ahold ot Eoolee and we'll eee vhat 
vlll. happen. 

All right . 

' But tor the time being I'm hore and ah -- vell, 
let •a eee what's happened. I moan, I •- - I've been 
unable to get Eoolee . 

Yea . All right. 

o. K.. 

Fi rst rate. 
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Silly situation. 

(On phone) Operator, what abou t Eooles? 

I ' ll get him in just a second. 

I think that's the only critioiem that I •ve had 
of the operation. You juot cnn ' t tell; you 've 
got to sit on the desk to l<now it . But thD.t is 
that thoJ ' ve been so vie orous; on Friday they 
held this market at a price l2/32nds below for 
about tno hours . I think theJ'd have done much 
better if they had dropped i t bolow that . They 
wore on the job. 

2eo 

(On phone) liello. (Conversation with ~. : ccles 
follows : ) 
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Hello . 

He llo. 

Hello , Harri ner. 

Sopte~ber 5, 1J39 
9 :02 a . a . 

I was - - >~hen you called before I was on the line 
tal ki ng to Net1 Yorl: wi t h tho other meMbers o f t he 
Coomittee here . 

II ell, tie are her e and ! 've :;ot your Vice- Chal r::>an 
here. ( Lau:hlnsly) I t old h i , to stay. 

Oh, Ronald. 

Yeah . 

F'1ne. 

He d1dn ' t !mot/ t~a t you ucr en 1 t comi ng . 

:l:es. 

281 

So he ' a here and 1 t cay be Jus t eo " ell to have hi m 
ns a lia i son officer In t h i D t h i nr; . 

liel l , I had t o be over here , because we had agreed, 
ae I sni d . . .. . . 

I • • • • .. 

• • , , , • to talk to ::ew York and the other ::le:tbers of 
t he co~1ttee t hat you r each . You see , t here's a 
coomittec of five - George , and t he o t her four were 
here . 

\:ell no~, Ronald !lade the suggestion that we t r y to 
5et t o5et h cr. Do you want t o do it by phone or 
>rhat -- what would you l i ke to do? 

1:e11 , I'll do what e ver you say, You - - you mean you 
would like c e t o come over the r e? 

\loll , and br i ng - - and Ronnld io saying bring t he 
meMber s of your coo~itteo wi th you . 

Well , the • .• . •• 
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And let ' s have a Joint meeting. 

llell, we oan do that, There's only one t h.1ng , we ' re 
-- t hat darn marke t 1s oporatlng and-- and we've -­
we•re 1n touoh with New York here every rew minutes 
t hat ' s the only dt:rUoulty. They're calling up. ' 

Well, they can call here too. 
you 

II ell, -- you - - you - - would/like us - - you • d like 
t he committee to come ovor t horo? 

Yeah, because ! -- I'm not-- I don 't want t o say 
I ' m unha~py about t he situa t ion, but I - - I'm -- I 
Just-- I 'm-- • e're not qui t e .••... 

You ' d like to -- you ' d like to dlso~ss it. 

I'd like to discuss it. 

:teah. II ell , I' 11 -- let me sec -- let "!C get - - let 
me get in t ouch with t he commi ttee . 

Ah •••... 

And - - are you in session over there? 

Yeah. 

o. l(. 

And ao I say - - Hanes is here and nan -- your man , 
your Vice- Cha1roan, Bell , and Randolph Burgess, wr.9 
ia work i ng tor t he Treasury now. 

Yeah . \le l l , 0 . lt . then. We 'll co:oe right over; well, 
t hat is, I ~ink t hey will. I'll see. I th i nk t hey'll 
oome r J.sbt over. 

Yell , it t here's any formality , le t oc know. 

Wel l I (laughs) -- i t' s Just a qusct1on -- as far as 
I ' m ~onoerned I' l l oooe ovor anyway whether t he others 
stay here or not. 

tlell, I d1dn' t make the suggoat1on. Your Vice-Chair­
man made t he suggestion that t he whole commi t tee come 
over. 
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YeL~. Well, I t hink that ' s a good idea. 

\·/ell, we ' re her e and 1t I don't hear trcn you again 
I' l l tnke 1t you're on t he way over. 

o. K. 

Goodbye . 
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(Mrs , Klotz comoa in) 

Oood morldng. 

Cood morning, 

284 

Let me juat - you people juat atay horo o minute -
no , I wont you to stay all right here, I want to 
write a letter t o t he Preo1<1ent, I 111 do i t 1n 
~~. Klotz'a room. 

(H. U. Jr. and Urs , Klotz step out; 1nfo~.l 
d iscussion conti nues for sevoral minutes ; 
subsequent conference with Executi ve 
CoJmllit t ee of Open !.!arket Co=ittee 1s 
t r anscribed separately. ) 
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1£-TI::G •.:ITR l::Xl>CUTIVE CO~T'l'EE 
Of O?:;!l !!A RKr.T CO!.!:.IITTZE 

September 5 , 1939 . 
9 :25 a . m .. 

Presont l 

';.eel ua : 

:1D.n:1om: 

:; . . Jr: 

s.:.t. Jr : 

!Jr. Hanes 
L!r. Bell 
Mr. Bur{>ess 
!ir. b:ocl es 
Mr . Ransom 
Mr. t.lcKee 
14r. Dro.pe r 
Mr . Leo.ch 
t!r . Morrill 

\iell , thank you all very ::~ueh f or comlnr; over. 
Thio is very nice of you . 

Ur . Secretary, I •d like to oxplaln to these 
gentlecon that , bettln• a call t'roo your office 
a ekl ng me to be here at 8 : 30, I a sauned that this 
group wo.s oeet ing - I knew i t was moo ting at 8 : 30 -
a sswned it was meetlnt with you, and- when I 
arrived I f ound that only your boya and not the 
Pederal .:ore here. 

I oueht to explain that •••• 

The Secretary sai d , "All rie;ht , as lone as you 're 
here •••• " And , discoverine thu t there mi cht be 
no t u. contpl ete unders t anding of wha t pol i cies were , 
I SU{>l!ested to the Secroto.ry that we all r;et t o­
gether and sec i f we understood one anothe r . 

I explnined to the Secrotary tho.t ~e planned thi s 
morn1111; to t1eet before the cnr:ret openod anll - the 
f ivo metlbors of the Co~Jittoe - four are here, and 
Geor ge was at the other end 1n Now York - and talk 
to h 11'1 . 

\;ell, I want to also e:.:pl a i .n thot in this ha l f hour 
Ronald 1ansom has boon c~plctol7 contaminated. 

I nas either coaplctol y contaminated or have com­
pl etel y oontnminnted you. 

Tho virus is working . 

Hell, wo talked - Harrison onllod up here . As l ons 
ns 1vo 1ve got this meet inc , nrter we 1 re throll8)1 
talkin& about the minu te- to- ninuto operati on, we 
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mlght just as well decide about tho re.runcung , too . 

Yoa , that ' s right , 

V/lul. t? 

That ' s all right . 

We l l , do you want to t oll me and tho root of us 
what i s the progra.m t h is mornine? Harrison called 
us up after he talked to you , see, and t ol d us some­
thine about it. 

Yeo . In order to t alk about the proe raa this morninb, 
I think that it may b e necessary to discuss the 
s eneral ph.ilosophy. 

You know about Burgess comi ng to work f or us , don't 
you? 

Yes . 

He ' s detached himself . 

CeorGO told me about i t last Friday - that he was 
coming. 

We mlly VIall argue tha t , Clue to the vory l arge volume 
of deposi ts and the excess reoerves , there is a 
suppl y of money on d epos it and a suppl y of reserves 
in the pos session of the bank very muc.'l in excess 
ot any acount that is neodod or could be used , and 
thorofore froc that s t nndpoi nt that an open t'larket 
operation cay be entirely unnecessary at all; that 
we could l et t he security markets s o whore they ~ould 
and that i t does not call for any operation or action 
on our part . llow, you coul d - that ' s a pretty strong 
ca se, and that has been my vi ew or the thing. And 
until - except when we discuss the dealinr -,.1. th an 
emer gency - I mean under normal conditions, if we 
d idn • t have a war emere;oncy, I Y:OUl d aay that it is 
perfectl y aenseless for tho Open ~arkot Co~ttee to 
operat e at oll in t he security marke t , so long as 
you havu the excess i vely o~sy money s i t ua t ion that 
is now created. seet 

But we met las t spring ot tho President ' s request 
and di scussed what we woul d do in the event of war, 
and as a result or tha t meeting I esl led the full 
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Commi.tteo - the .full meeti ll6 or tho Open llarket 
Co~nittee and t he bonk presidents , and after 
considerable discussion we dec ided upon two th1J18 S• 
One wus that we would buy up to 500 million of 
eoouritios in the mar ke t , ns a means or cushi on1nc 
a decline and pr~venting too rap i d aelline and 
pnnicky cond itions the. t mny devol op in tho zoarke t . 
The other was that the Boa!"d woul d announce that 
oacb Fodora l Reserve Bank was prepared to advance 
par on all Gover~ent securiti e s to not onl y member 
but non- member bonks as well a t t he d iscount rate . 
-ach conk took that matter up ~ith the d i rectors 
and afte r a good deal of d iscussion - o.nd tre had 
sol:IO little d i !'.ficulty bofo1•o tha t t h in_ was all 
wo rkod O'.l t rl th the twelve b11nka; but finelly 
thoy woro all 1n line and prepared to do it, so 
tht\ t when the trouble broke out t he "'on rd -::as 1n 
a pos ition to make the s tatenen t they d i d , 1n order 
to hel p cushi on the t h ing. 

l•or your information, ri,:ht thoro, t ho:; made that 
statement publicly. 

Llade ~118. t statement l as t Fri<ltly • 

About the 500 million? 

Uo 1 no - ever-; :;,ank . 

7hnt ' s - well , I cradually ::,ot it, an<l the part that 
I didn f t knO\o' 'tlS.S • ••• 

See , we ' ve nevor l oaned to n non-~ec~o~ bonk at the 
d i scount rate . 

';bot ' s the pal't I d i dn ' t know. 

And there was no commitment to loan at par , see? 
llovr tre ' re comnitted to l oan nt par to not only 
membore but non- mombere , at the d iscount r a te , 
which 1~ one percent in llo\1 York , one percent in 
Boston, arm no t to exceed one- half anywhere e l s e . 

I think tha t ' s an excellent movo , 

Thnt ' s been done . 

l Or the mllrke t , t here has been 
No I' , i n the ope ra t on t 
already a substa...,t ial decl i ne befo t•o .:o bOUGh -
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we boutlht pract i cally nothing for the first point 
and a llalf • The market had declined a point and 
a half and there was - I ' m spoakinc of the lo e r 
bonds , and there wes purchased, I think, aro~ 
f i ve or ai x mi l l ion of bonds in that whol e decline. 
So - I mean the thing ?tas protty well - letting 
down ro.ther rap idly. That was all rigl>t , because 
the marke t was exces sively high and i t would !lave 
boon ro.thor unwise to put any r soiotance on a 
marltot decline freD thAt very hi t;h point. 

'l'hen the market - as i t receded fro=> t ho t point 
wo inereaoed the - we tneroo.sod the reaia tance to 
t he decline . 

1:ow, a very good job was dono by brln;;ing in the 
banks and ~;ettin;; th.e banks to agree - tho.t is, the 
bi g banl:a in New York to o.groe not to sell and to 
put out the word over t ho country of r.hat they 
wore doi.ng . I talked to overy one of the bank 
presidents , as well , through all of the other 
dis t ricts a bou t t he s1tuabion. 

Tho Fedel'al :-!eserve Eanl( prooidonto . 

'i'ho l'oderal Reserve !lank prealden t o, I talked to 
ovor7 one of thom and kep t then advised as to 
what we were doing , and found out from them ?lhat 
the goaoip VIaS , and suggested to them whn t they 
ml cht sa7 to s o' e of the'bankera in tho dis t ricts 
1n ease there was so~e feel~ne on t he part of 
soce of the bankers that they ought to sell. And 
thoy were unanl::lous in r&portins tho. t all of the 
rese r ve c i ty bankers - tha t is, the bankers in 
tho l argor centers where tho gr oa t b~ o~ the 
bonds were held - were not worried about the =arket , 
that tho;- bad no intention of dUT.tPins their 'bonds. 
And they all knew that the Fed was in the nnrket 
try1n • to naL~taln a condition of stability 1n 
the market ; so that it moroly moant that the sellers 
in tho market were - the sellinG would largely come 
f r om the smal ler 1ndiv1duo.l hol doro and smal l er 
banks 

1 
and there would be a•u.ll deals , l argely, 

and t hey ~~uld be seattereu ovor o. very large 
a.raa. . 

Now, the ma j ority of the Co~tteo has fel t that 
under those circumstances , thnt 1 t was our - it 
was our judgment that purehaainc should be made 
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as the marke t declined. Now, true , we cor. put 
b i de in under the market an o1Ghth or a quarter 
or a half or some point under the mnrke t and 
i f you ' re begi nning t o get many bonds yo~ can 
movo away f r om it; in other words , you could 
drop tho mar ke t a whol e point , and if you ooved 
f a st enoUG)l you'd buy drunn few bonda . Well, 
under t hose c i rcums tan ces you 're not really 
putting very much support under your mnrket. 
It 1 s jus t a question of how faa t you •to.nt to 
drop. lJo you want the mnrket to eo up tuo or 
throe points in a day or do you 11ant to h.o.ve it 
e o up a hnlf to one point in a day? !low, you 
can nove your bids fast enough and pull away 
from it o.nd 1 t posa1bl :r could co o::r a point 
or point and a hnlf or two points . :.ell , if 
that ' s aoins to be the ca•e , why oupport the 
tilllrlcot? 

289 

J:o\7, I feel that on Friday, which was the Ol"Jcial 
day - that ' s the day we put out this public 
announcement - and on Fr l do.y , vthon Pol and and 
Oern~o.ny \toro at war a.nd rthen 1t oeemed to be 
1mminont tho. t the French and Sritloh woul d soon 
be at wu1• , ne felt t hat thn t was ~he d o.y we shoul d 
a~tempt to hel p the market g i ve , lln<lot• t ho circum­
stances , a pretty good account of i t oolf, if we 
wanted to create the public psychol OGY on the 
part of the lit t l e banks nnd t he public c enerally. 
So we put out the announcement that the b8Wcs 
would loan par. :-:e t hen followed 1t up by taking 
out all of the dealers . Kow , the purchases on 
Saturday, which were about throe-~ourtha or all 
we havo pur~~sed up to da t e - over half of tho~e 
that wo re nurchased on Saturday were bonds in the 
hands of the dealers ; we t ook out not only the 
dealers but the dealers ' banks . 

'•'ha t was Friday or Saturday? 

Friday . ·:te took out all of t hea , und that cos t 
u o about Gl million doll ars . llow, that wus the 
recommenda tion of GeorGe and Sproul , bocauae 
they o aid that until you tako - many of t hose 
dealera were borroVI1ng on tho bonds - that the 
dealer holdings wou l d be likel y the woaker bonds , 
and they hadn ' t boUS)tt them f or inves tment , and 
that we would get much better eooperat1on fro"' 
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the deal ers i f we took the deal ero out nnd they 
had no bonds to sell . So that ' o wht. t was done . 
llow, that isn ' t a r ecurren t natter ut all . 

t.rv:i then , outside of that , for tho roo t of the 
dny , ua I recall, 71e boucht somo thin.; like 
f i fty some odd millio~ 

Of courae , Tinnes has c iven me all t h io - I neun, 
so - ho ' • b rou::;!lt o e up t o <late . 

\.oll , I - r.ell t hon, that ' s •;.hAt t.e d i d f or the 
en t i re du;; , ::.."1~ the :::a:-lcot t.en t off n !Jo11t A point . 
':'he next n om1n;:: t:c p•,rc: a s ed tT:cnt:; ·~=e odd 
n l l lions and the ~rke t r.ent o f f - o: cour se , 
it was o:>l;· A t\1o- hou r cess i on - throe- air." t"' s 
of n poL"1t . 

So that t he l"l!lrket now - here , hnvo you seen t his 
cha:-t? leave you got the sane one? 

\ :o hn vc the corpora tes too . 

Thlo is your lon._:es t bond a . Thor o 1 s whore the 
de c l ine cu:ne . 1\nd i n t hn t porioLI , 1ncluiing the 
GO million :'1' 0 "' the d enl ors , \/C 1 vo onl:r bou£:i> t 
nbo• lt eo n illion dollars - l ess t hlln 00 million 
dollars i n bonds . So no one can say t~~ t - here ' s 
a d rop o f fully three poi .nta in which VIC bo u;:ht 
leos tho.n 80 oillion dollnrs ou t of An authorit:r 
o f SOO . ::o<: , I <ion ' t l:now how t.!1o hell T:c coul:l 
ha v'l dc:· c ouch less end M1n~t. 1"ed an:; l<1!ul of 
cush ion . 

::ow, t hey tnlk about th" sprond frcn th< corporate .•.• 

7hi ~ s hor.• i t e li tLl e bi~ better. 

H ' s prncti call;: b nl&nced her e . 

ilcre aro the two - he l'c ' s t ho eproo.d • 

The1•o ' • very little • 
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It ' o averaged; i t 's averaged. 

John, can I see that chartt 

Here you are . 

\'loll no\7, as of th is morning .. .. 

291 

Tbio morni ng 1t was the feelil'lll or the majority 
that \78 should put bids in not more thnn a quar ter 
under , Ceorge wanted to put them n t a half under 
l':e disagreed. lie figured to put then nt a quarte; 
an4 if there vas a bis flood of orders you c ould 
pull away. r-ut to pull away !Jmcdia tely and put 
then a half under didn't seem to be juoti f ied, 

I tb1nl< I mic;bt Sl:lend that by aa:rlnt t.'lore was •=e 
thoueht of putting it in at a quarter , 

An oig,hth, sane thougllt • 

An eishth. Excuse me. 

But t he mnjority thought we ' d put it in nt a quarter 
and soe what the situation wns , aeo if it wou ld 
gradunlly recede from that point , nnd if the re 
wao a flood of ordere • ••• 

I don't lmov: •mere I got the 1mprusion, but I got 
the i~ress1on that you people moro or less have 
tried to peg the carket. 

Does that look l ike a pee&ingt ;;o boU{;ht SO cillion 
dollars ..-orth of bonds and the carket dropped 
three points . There 's the answer . Uow, does that 
look like arry peg&ing of the rnarket - &OinS off . 
three points, and we bought - outside of what ~e 
took f r om the dealers , we boutbt lees than 80 cillion 
dollars worth of bonds, 

Well , l et me ask another quection. Th1a thing of 
making the dealers give the nemco of the people 
who oro selling seems to be di sturbing the people 
thoro , 

Those 1notruet1one came from tho New York bank . 

Thnt was George ' s idea . 
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That was his i dea and we agroed to it. I think 
it'o all right . I do for this reason , that the r e 
i a aomo - always plenty of ch1aolera , and you tnke 
some of these big banks and ao••c of the corporat i ons 
who havo fel t that i f they micht have been able to ' 
oell some bonds and not be knovm in the p i cture , 
they poosibly wou l d have done eo . 

Now, I found in te.ll<int: to al l of tho bani< presidents , 
they thought the t was a dlll:lll cood th1ng . Tho:; sa i d 
i t was having this effect , that nany of these - said 
that some of the wou l d- be sell ers wo:-o not ••ould- be 
oell era when it cwoe to d ivulginG their namea; that 
they r.ore sellers who "oul d like to soll but wou l en ' t 
want anybody to lcnow about it. 

That only a pplies to t he biG deals. If soccbody 'a 
got a l ot of - & b i e; holder of bonda - then we want 
to lmow T~ho i t is that's offerine that large b l o ck 
of bonds , 

1'/oll , 'landolph, d oes the t gi ve people reassurance as 
t o the Oo verlll:lent mnrkot? 

I think j us t t he opposite , Mnrriner . or course , it 
g oes back to the d ea l e r - custonor :•ol at i onship, <lhich 
18 ouppoaed, under the whol e code in the Str eet, to 
be n aac:·ed rela t i onshi p . Thnt is , you n r e not 
supposed to revea l your pri noipala . 

Of course, you ' re in entire d i anLrocment r.ith Sproul 
and 111 th Geor~;e and with tho dulor s , because ttls 
whol o i dea c=e !'roo t.'lleo and not fron ua . It ..-as 
their ju~ent and we a cqui e sced in 1 t ~hen they 
mentioned it. r:e thout,ht , well , un~er the c irc=­
stances, that possibl y wa• all r1(;bt . And I r.as 
interested to find ou t the rea ction from the ~ederal 
~esorve banks r.lth reference to it , and I found ou t 
thot all of the bank p r esidents outsid e aeeaed t o 
f avor it. So I ' m just Gi ving you that. 

Randolph, t;e didn • t know any thine a bout it until it 
waa susses ted to us by George, It ornanD. t ed f rom 
lfow York. Excu se me , Mr. Secretary , 

\'I ell , l'lould 1 t be a~treeablo to you 1f I call up 
Harrison and say weTre all here together? 
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17e ' r o no t all h er e t ogether , Somo are back a t the 
Board. The Executi ve Commi ttee i s here as far 
a e operation i s concerned, 

\'loll, may I say the g r oup ie here? 

The Commi t tee is her e , 

Thoro are men he re . 

Defore you tal k to him I 1d like to tol l you of an 
oxpe1•ience I se.r. personally - was 1t last !londay •• , . 

~onday. 

After they had all agreed t o l'llrn1sh the oe.n:es , there 
was some hesitancy in s ivLne the na:ea , ~andolph, 
as you know , and they hem-hawed around. 

r:oll , the reason for that , you understand , i s that 
tho doalo1• 1s very hesitant about g ivinc the namee 
of the traders . 

cut they had a gr eed i n the morn ine with Oeorge t o d o 
so , and finally when ono don lor was p i nned d own, 
and l'ru not - I can ' t quo to names at thi s t ime - but 
I do know that he \'Ills - he finally admi tted that he 
was s elling e. bl ock for Chil ds . 

Por Childs? 

He was offering a block of bonds for Childs. 

For Childs? 

C. F . Chil ds & Co:pany. 

But they had been taken out , hadn ' t they? 

No , they had not l as t Uonday . 

!.londay a T!eek ag o • 

Excuse me - t here wasn ' t any market yosterd~y -
I forgo t this was Tuesday . 8\lt thoro was tha t 
hesi tati o n in giving that i nformation. 
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And Dov!ne, irrespective of what confidence you 
gontl emon here have in Devino , offered e block 
ore million ' 60- 1 65s , end tho action of his bi d 
afte•• that offer - and we took half of thorn Uke 
that nnd he r educed his fie;ures and did his 
damndest to get those bonde ; and you couldn ' t 
n:al<O me believe anything elee but that he sold 
t~om short . l!ow, he sailt it wns tho accumulation 
o. a lot of s~Bll i ssues . And the other dealers 
ran up their prices on the ' 60-' 65a. 

r.l!en was this , John? 

~onday , about .. . . 

Yesterday a week a&o• 

l:onday n week, about . ... 

I can ' t tell you just r1hen . 

That ,.,as before they 1d got tho d ealers in. 

Oh yes , tho dealers had boon in that morning. 

294 

~very type of deal er er.cept Oovernmcnt bond dealers 
o.J•e umler reQll& tions . 

That 1 a rit;ht . 

The eovernnent bond dealers can do any dacn t hing 
they please so far as • if you couldn 't ~et cooper· 
etlon - 1t depends entirely on cooperation. !lor, 
I •vo tbQULht for a lonz Ylh.ile that t hin nhole 
Oovor~ont bond dealer relationship was wrong and 
i f we're e;o1r~ to - i f this ~ar situation is going 
to continue fo1• so:e t1mo, I think one of the thin,;s 
thAt needs to be gotten by way of lot,1olot1oll 1s 
that tho Board ouC)lt to be 61ven power to reQtlate 
the Oovernment bond deal ers . Th07 shouldn 't have 
this free hand. And no other dealero in any other 
type or securi ty - all of them aro oubJcct t o 
regul ation. It doesn ' t make ae~toe . And then 
ehort selling and thin~• of that sort . 

I thinlc 1 t i s wise for you to tell the Secre tar y 1n 
conf1denco of our experie~tce 1n cloan1ns out the 
deal ers . The f irst report I got was - r.hot was i t , 
fo rty s~o odd million' It took • •• • 
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Forty- one million. Then , finally, when the thing 
was cleaned up we had over 60 mi lli on. 
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Anybody that can lose 20 milli on dollars i n a por t­
folio - there 1 s something Y~rung, Randolph. They 
may lose two million dollars - being in the f i el d 
or commitments under way. But 20 n1ll i on dollars 
1s a hell of a l ot of bonds , 

How much of that m a guaranteed and how much bond sf 

Wost of i t was guaranteed . 

How d o you nean lose 20 mill1onT 

Lost si~ht of i t 1n their portfolio. The~ said they 
were l ong 40 million doll ars and f1nall; came out 
and it was 60. 

'iie had 20 mill i on dollars more at the end of the 
do. y than , ,.e expo c t ed to have when .:o aareed to 
take t hem out , vrhen we s tarted. 

I don ' t t hi nk that - I don ' t know about the fac t a , 
but I !mow that •••• 

\'le never raised any question about it , j ust took it • 

1'hD.t ' a right . 

Ue 've got no way ot ••.• 

Yoa , but , ~rr1ner - excuse mo, but you ce t daily 
roporta f r oc the dealers on their position. 

On their borrowing position. 

On the posit ion of their inventory and thei r holdings . 

Who chocks thatt 

Well, you • ve got - they can 1 t fool you very l ong. 
You ' ve got i t f rom day to day . 

There ' s never any audit ing or chocking o~ the recorda . 

Tboy certify 1t to you . They g ive you a certifi ed 
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s tatement from t i me to time. 

\'ioll , I think v1e o~ht to talk to Now York . 

I 'vo put t he call in. There i s certain l y no 
disposi tion on the pnrt of the Fodernl Reserve 
Conwitteo to f r eeze thb thina , 1s the1•e? 

llo , he a venn no I 

L~ . Secretary, I thirut thoro ' s a m1onpprehcns1on 
about that ~ord "peg. " It aoenn to me that if 
the Foderal·is the only purchaser and you put 

296 

n pri ce 1n and hold it for f ifteen minutes , then 
you'v~ pesged the price , but that isn ' t vr~t r.e 
really mean by pegging. \.e really mean, as I 
understand it, to hold it, freeze it 1ndefinitel;;. 
!low 1 there certe1nl y hasn 1 t been any intention 
of the Co~ttee , I don ' t bel i eve , to do that . 

I can only in my small Tiny believe - or refresh 
your memory, because you ' ve juot come into cir-
cul a t1on and been in conversation v1ith him -
tho onl y one I've heal'<! tal k about pecginc the 
ma rket i s Georae Harrison. llow, I know he 's 
tal ked to you (Hnnes) ; I was in his office when 
he tallted to you. And he had that idea ut our 
first operati on of - on l aet aonday. No., , it's 
just a co~~on wor d that George uses , and Geor ge 
dooon ' t have a whole lot of ~~rket sense, i n 
rry opinion, but nevertheless that ' s whnt he 
conoiders pegging: i f you go ln there taking so 
many bonds, an unknown quantity at a pri ce, wh:7,. ••• 

(To Hadl ey) I s that the totol purchaseaY - -
Lxcuae me . They purchased c i cht million up until 
10 : 35. Bonds off 8/ 32nds . That ' s not bad . 

That 's the Federal . 

Now, the point we 've pegged - wo put a - tho thins 
was oponed at a q\Ulrtor off, so ther e 1t 1• -
8/ 32nds . !low he ' s buyi ng all of tho offerings 
a t that price , and he's aot oif,ht milli on dol lars 
worth of securities. So for all practi ca l purposes 
tho market 1s pegged at that pri oo . But that doesn't 
noccaaarily mean the t we 111 talto all the bonds that 
were offered indefinitel y at that pri ce. If by 
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hold1nt; thllt price throughout tho day .,e maybe 
only s et 20 or 25 million dollars \lort h of bonds 
th~n tho t 1 s one t h i ng , Dut on the other hand ' 
i f ther e shoul d be n f l ood or orders , we • d ' 
gradually pull away f r om that , possibly drop 
that on e i ghth , d rop ano ther eigh th; bu t duri ng 
the f i f teen minutes or hal f hour thnt you ' re 
buyinc at that price , you can nny you ' vo oes~ed 
the =t•kot for fifteen minutes or you ' vc i>e!ied 
i t f or half an hour , 

Bu t you haven' t f r ozen i t , thoueh • 

You attecpt - this order i ~ to buy e ve r;,·th1ng at 
ono quarter off the closing. 

That ' s right . He opens it up and takes it a 
quarter off until •• •• 

Let's l ook e.t the marl<et . Let ' s go bock. r:ait 
n t.tinu~o , L!arriner. Let ' s go back to l e.&t :.:onday 
nnd lool: at the prices or lnot l:ondny nnd rigure 
Ylhnt <IO ' ve taken and Ylhero tho n111rket l s today . 
tlo,·: , how anybod y can sn;; that the maz•ket has been 
pese.ed, I can ' t urulors tnnd , 

\,'o ' ro off three poin t s and \'Ill ' ve taken 80 million 
dol la1•s 'worth of' bonds. 

If the market \7as pessed, 
pri eo i t nas l ost !:onda • 
pe&ci nz t he market is . 

1 t \'IOUl d be 9 till !l t the 
Uow , you know TTt-.a t 

I tlUnk there nerhaps 1s e. misundern tnndi=>c oft he 
te rm. I think. the mar ket is - this th i ne i s largely 
poycholo&i c&l , r.ben you c;:e t 11 me.t·ke t r.here ;;ou are 
the only me.rket, then lt ' s peesed .••• 

You cnn ovo i d thet s i tuation. 

au t you mean for on indefini te l OO£th of t it.te . 
wouldn 't say ho l di nG i t fo1• f ifteon 1ninuteo or 
minu tos """ pegging it . 

You 
twenty 

Then i f you d on't do the t , thon Vlha t a ro yoll to do , 
then what operation nre you to tnveT \'I!Ult l s tho 
n lternat~ve to that operationt That ' s what I ' d 
liko to know. 
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(On phone) Hello , (Conversation with Governor 
Harri son follows : ) 
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Converent1on with Harrison 1n New York. ~99 

O>crat~r: 

Geo1•ge 
::· rrioon: 

·-· : 

:~ : 

Hello. 

Governor Harrison . 

Hello . 

Hello, Henry. 

Sopteober 5, 1339 
9: 51 a . c . 

George , t here ' s a P'rouo. he r e 11nrl '' OU • re t' 1 , ~ . on ''c oud-
s:>oe .• tcr . · :r . ::coles and oooe or his aaaocle t es are 
here , and our peopl e . 

veah. 

Hou - - ho:: is the ::ar!te t? 

::ell , t!~an-:ly , I le !"t t!".e t!"nC.ln~~et:f:ab~ut t;;·er.ty­
f1 ve ::>1nut es ago •. ••.. 

Ycl\h • 

. .. .. . Pnd ~Pven't hed n re, ort since t hen. 

Yco..'l . 

And there ' s e. gre~.t de11l or con!'ua1on n t tl:e out set -­
nt t he outs et , bu t not vel':! nuol· do i nG' . In f act , 
t he deal ers t hroush >:hon •.·te nrc >~ol•k1ng hnd o~:f'ered 
us ver y little r.t t l:e.t t1'JC , but no on Saturday, mos t 
ot t :1e bus1nes• sc e'llo t:> l;e .;o1n.; t':rou;:1 t ::e stock 
oxchan:;e . 

Yea. 'I . 

And lt ra1ses so~e GUent1on ~~c~~er ~erha~s we ere 
not t ore i n.:= 1 t t hrouch tt.c cxchen,..c bcc~ur-e o~ our 
rec.uest to ti:e C.ee.lc ro tha t tl .C:f : tvc uo na:tes o~ 
a.ny le.r ge o!'terin£S . 

\:ell , t l· e people here tell n o thrt tho.t wac ~·our 
suggesti on. 

That 's quite r1gllt . 

Yenh. 

And we all agreed nnd t hou<;h t 1 t was t~1 ae <.nd I t a l :ted 
t o oy committee uo here or tllll:~ero an<1 other s , r.nd t :1ey 
all t hOUQh t it WaS WlCC, 'i'hll t llO lon: C.S FC ;·ere 
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going to be t he only bu7er we didn't want some big 
i nveatore t o offer us , say a million dollars in 
bonds and have us lia1112lem out when t here• s no reason 
whatever for t heir selling . 

You still t hink •••• •• 

Now, it di d discourage large orterlncrs at the out-
set •.•••• 

Yes . 

I t' e a qu e r y whether it ion • t nov Just !'orcing 
the business over the exchange ra ther t hLn through 

the market eh~,nela. 

I see . 

That I oont \ on Just f or consideration . 

lie U , let me ask ;:ou this. Arc you satisfied as to 
your sailing orders? 

As t o what? 

As t o your sailing ordere. 

~00 

No , I -- I would th ink we would do better, regardless 
or how much >re have bough t , t o lol<er the prl ce a 
little . 

Well , I oean sai l ing -- s-a-1-l-i-n-g, sailin3. 

Yea.l! . 

I mean, 70ur -- your instructions, are you sat1et1ed? 

No , that's what I say. I think I ' d rather droj t he 
J>r1oe a l ittle. 

I see. 

And I say t hat r egardless ot t he amount or offerings 
we got for t his reason: the t the "ar!tet outside i s 
about th ree-eighths under. 

I see. 

And we've heard or several traneaot i ons a t three­
e ighths under our J>r1ce. 
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~loll, now .••••. 

lie had offerings f r om one -- that oaoe through one 
bank , t ha t were under our pr ice . 

Yeah . 

lie t ool!. t he r.> at our pr 1oe i n Bpi te of t he fact the t 
the y off er ed us a t a l ower pr ice . That doesn 't seem 
t o make much s ense . Then t here ' s evidence of sooe 
t endency to trade t hrough br olte r o an~. o thers qu i t c 
apnrt from us , due f irst t o t he tac t t hat b1~ blocs 
wo don ' t t a::e i n total at onos , and r.ue to t!;e !'act 
a lso t hat I t hink t here ' s eo e ooncern about t he 
na.-ues. 

\loll now •..... 

The t heory of w~ether .:e want to abandon that :;>rac­
t1ce or not . 

\:ell , l·tould you ho l d the wire a c inute? 

( Brief pause·. ) 

Geor ge .• •• •• 

Yoo.h. 

I do n 1 t know why you GO:ould be concerned about t hi s 
the aeour·1 ties goi ng over tre atoc!t exoho.nr;e or 
o~ts1de dea ls under ou~ price so long e a you ' re not 
getting any ::IOl'e t han a">parently you ' re getting. 

Yeo . 

l:OIJ , I can ucll unders tand t hat lf t here was a huge 
flood of orders and tha t lf l t - - a t a quart er a~der 
you "-er e ta:t1ng a:1 a"'ful l o t o! bonds •..•. 

Yea • 

• • . . • • t hat that oert alnl y you ' d uant t o be - -
you ' d want to be dropping fao t er t han you ar e . 

Yeah. 
But a s I understand 1 t , t he - - the ::~a.~::et is r e.1rly 
qui et; t here's not a great many o! fer-n e ~~is 

• 
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c ornins . Tberetore , I don 't know why we should be 
eo oonoe:-ned in x-unn lng away f ree the t lii ng merely 
because some ordero are goi ng ovo:- t he exchange. 

\/ell , no, t hat-- t hat ' s qui te all righ t . You see 
now thex-e wae a -- one ordex- for a -- for a -­
pux-ohA.Be fox- a million t he. t wont o ve r on t he ex­
change and our brokers wero tnkin~ lt un , not all 
in one bloc but in lots of t llenty-five et our price. 

Yeo. 

Jlo11, a query whe t her .:e ~ould tn!te t!lnt all at once • 
wnen we bougct about a hundl'od en~ fltty t hausand 
t hat way and l:nowlng t '1ore vno atlll nine hunCI-ed 
t h.,uoand to go, we ~1nally t ?o:t the wnole t i'"'..ing to 
got it orr the oar~et nnyvay. 

Yeah. 

'Jhich I t h ink ia -- is (!uite right . 'l"ne offerings 
are not coming through our dealers aa :·npidly as 
t hey have . ! t hink partl y booauoe or t he reason 
t hat I mentioned, t hat they do n't like t o ~ive u~ 
the names -- that is , the big otferera don t. 

\·loll , are you - - e.re you o~noaod to t hat now? ;:ould 
you like to waive t hn t requirooent? 

\loll, I don't know. I ' d like to r ock alon.:- a little 
lon3er with 1t and ge t eo thnt -- more advice here . 
I' o havi:tg a meetln:; or my con .i ttee her e at eleven 
thirty, t hat's 1n about a half hour . 

Vell , George, I'o -- I, personally, \eel t hP t 1t'a 
been helpful. l'c for !t, unleca tmre a oo:::eth1ng • ••.. 

II ell, I t h ink •••••• 

• • • • • • else develop s o t he r than I have hcarc! . ::o>~, 
I tallted to t he bank presidents outeide last weel<. . 

YeD.h . 

And t~ere was no one Who s corned to obJect at all to 
lt. ~hey eeemed to think that 1t was hell)ful . 

Yeah. 
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So the t t he - - t he general - - the genernl reeli ng 
of t he - - o f the banks, as well as the reserve 
banks , reco£ni~ed th~t -- th~ t they don't want 
somebody t o be able to oh1eel on them . 

Yeah. 

And - - and t hese big banker s i n the r eserve e1 t 1es 
ar e all more or l ean agr eed t o at ond together; and 
tht.t the names have to be divulged, ant!. they know 
darn \ICll t he y are S01nu tO BtanC. t ogether . 

But I don 't reco~end any change ye t • 

I don't either. 

Now • .••• . 

i:ell now on t :11s - - would -- you -- do l'O\l reco= end 
t hat ~<e drO':> that -- dro., the .,1·~ce bolo>: t he 
quarter? · · 

I -- I ' d dro:o i t be lot:, J:arr1ncr, for t h1 a re= son : 
I j ust got the l atoot re 10rt . \lo ' vo bou ·ht now • 
oixt eon million s t erli nG in one hour . 

Yenh. \/ell, I t.'link 111nybe -- just n o lnut e , our 
oonnit tee is her e . Just • ..... 

(Brief ;:>auoe) 

I ' ve got a ~eport ~ere . The offer1n: e are coo!nz 
in oore heavy now, ee;:>eeial ly over on t he 3oard. 

( S'OOakin~ to m-ouu 1n Seoy' s office: ) 
· I t :-.1ii"t t !Uit >:e -- he war.tcd to ""t 1t l n at e 
half and we fixed lt a t a c.unrter. I ' d -- : •d , 
personally , vo te for a hnlt nt ~he ,re sen ~ t1~e 
and then l e t 's see v h o.t 1t loo:ta l1'te . ---­
Yeo , t hat ' s t he uay! rool about 1t. 

(Bri ef pause ) 
on t he full coo~ittee . (Paune) John, 

do you want t o •. .. .. 

o. K., Geor ge . 

All righ t , I t :11nk t hat ' s better. :lou, I ' ve r;o t 
an 1rno:-t e.n t Co.n~er 

r ron Boston called ne up renresent1n= one or t he big 
banks end also a s~all truet ooa,any end he says , 
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"Frankly , we want to buy ao~e bonds but we want t o 
Walt f or a natural market.• He says , 'The rucor is 
thl\t t he Federal i s takina t he Ollrke t If t " t• 
t d , '-' • .. a s 
ru~ , we on t want to go i n , but,• he sa id, 'if 

you 11 tell oe t hat ' a not true >~c • \ 1 ber in to buy not.'." ' 

George , do you re::1e·1ber 1n t he spring of • 37 when -­
when we l e t the narke t b1•eak so badl y here and t he 
Treasury wa s goi ng t o dentcri llze . .... . 

Yeah . 

•..... end all of o~ fun? 

Yea.'l. 

The sace t hing was tha t we - - the aar~et ou<;r.t to 
be ~rmitted t o continuo to go down until lt got 
t o be . n n~tural ~rket. 

Uell, it didn't go very tar. 

Abou t five :;>o l nts . (Laut.-. o) \:en, anyway , t he c;ues­
tio n of a na tural market, I do n' t d ieag1•ce t hnt -­
t 'lnt a natura l mPrl~e~ l6 >OOni bly l<hn t "e OUcht to 
hnve in v1e11 of t he oxoeso reserves , and t herefore 
why not ooopletely stny out of the mo.r ltet and let 
the ma rke t get do\/n t o >~t ero 1t is naturnl Just ns 
ooon as po • sible and do absolut ely no buyln~ . 

~:ell ...... 

:}hy should >~e buy -- w:1y shoul d we buy o. t ell. ..... 

••.•.• thou3~t 1t vas orderly to let it zo do~~ 
as it's been going . 

\Jell, but -- wben vou•r e tolltl n(; about a natural 
market it ' s a r ueation or de~ee. I t ' s Just a 
question of how raat you go and how muoh you ought 
t o buy. 

Surely. I mean , I suppose wo'd nll differ on t hat. 

But t hat • s purely a qusotlon or deg ree . 
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Yellh . You !<.no•" - - b-.1 t, t:ar:'lner , when you ~::e t a 
o. 111 tua t 1on l1£e t !:lo: so.,e bro:~er e are buy1n.; 
bo nds t l:a t ~;e ::nou t he r • vc bou_;:.t a t c. hr.l ~ o t· 
nore belo\J t he ::ar::et . '.lc -- we a r e con - - f a l :·l y 
con vi nced of it; ,.,.e oa:1 1 t ) :t•o ve it . 

Yea . 

Thnt t l:o bonds t r.at tl".e:r a:·e no>t ot' fcr1n:; us ar e 
bo nds t ha t tl:e~· have al:•ond;· boucht bel ou t:.e 
,or~te t a.nd t hP.t \:e c.re tal:l n · t~e., at our ""r~c e . 

I t 6t'tn rl:i:t do>:n t o t l•c qucotlon a ·r 1r., Just ··o~ 
t ns t AnG ho·.: t 2. r. . . . . ~~ow , ah •• •..• 

\.~ell , I t~1n:: \-:e • ve got ... . . 

I' o '111ll1n:; to v:>te tl:l't 'c co" •lr t rly :·ct o~:t £::d 
le t t he :=t:r::et .,.o \:!:ere 1t .. rnto to cs !"Er .. ~ : • ~ 
c oncerned. tby- t l,e hc·l do n:t::t·!n_; :::.out t!:e:: -­
\:i t~ tho exce ss 1·taervec end ro rort'· . r - - t·~At ' s 
been c;· ,oa 1 t !on r1 :11t nlon·-' . 

',ie l , I t h l n\: t:e ' ve crocoed t l.r t br1d,;;e . 

\.'ell , All :~lr;::t t he:1 . ':'hon 1!' 'H0 1lC' -- if i:e ' re 
colnr to •.•... 

Yo" don ' t object t o ~oln _ d<>lm o <.uor ter? 

::o , no , ~·e ' re - - ·ev'"ry·q,c·· •s !'or\ lt . 

All ri .;: t ·. ::ell , : -- I w:~• to ·1,·c ti:c order t;,en . 

O. K • 

::'ire t t·c t e . 
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It ' s just a quos tion of degroe , just a que a tion or 
how fast you buy and how much you drop, now, the 
th ing . • .• 

Well , coul d I just say t hi s to 11U\ke life a little 
oasier , because I feel thi o thing - t hat this is a 
matter of weeks , and I'm afraid i t ' s goinu to be a 
matter of years, And what I •d like to do is this, 
eo that we can all get alo~ c.nd not have to pay 
too many doc tor ' s billa . I ve never atte~pted -
I coan this isn't t he f irs t - to run the Government 
bond market , I can 1 t do it, But I c ot Burgess and 
he 1 e severed his connections and he ' s here , !low, 
he can come over to you or you c~ moet hero , and 
1f you fell ows will talk wi th h1m - i f that' s agree­
able; you all kno~ him, 

Oh, fine , fine. 

And oven occasionally, i f i t ' s ae reeable , hnve your 
Vice Chairman ecce ove r and see me , or vi ce versa -
I mean - and sit Tiith us oocaslonally. Is that 
o.ll r1s h t? 

Thn t ' • fine . 

Tho.t 1 s fine . 

And i f there ' s soce t hing on which we ' re in d i oagree­
ment, why, we 'll know . 

But the only ~ that I 'd like to say is, the 
Ooverncent owns 11 milli on bo.los of cotton and I 
don ' t r.ant to end up , if I can help it, boldine 
all tho Ooverncent bonds. And I 'm l ookinc at this 
thine as a thins that 1 s goins - t his hn' t o. day , 
weolt, or month - ! thi nk we are in for' ;ears . 

L~ . Secre t ary, how do you meo.n you ' re A01ng to own 
Government bonds? 

~loll , I meo.n be tween the !' ed o.nd the Treo.sury rre 
buy thee all back . That ' s ~tho. t I meo.n - that we 
buy them all baek. 

• 
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or course, tb& Pad up to cia te are the only pur­
chasers, and we don ' t or oouroe oxpoot and 'ltll.llt 
to own all or them, I feel that with the huse 
volume or funds wo •re not - wo can ' t possibl y 
own them. The banks have got - they ' ve got no 
place to put their money, and thi s i dea ot think­
ing that this Government bond Mrket 1e going 
down to the depths that •~•e people so~ to think 
i t is, is perfectl y rid1culoue , to my way or 
thinking. 

11ell, I ' m not making any forecasts , but I ' ll> Just 
looking at this t hing - I ' m afraid we ' re 1n tor. 
a l ong, lon& spell , and it our outl ook is tho 
o8JIIe , thon that ' s that . And I tako it from 
listening this morning that neither :rour agency 
nor this wants to put an artificial floor under 
this market . \7ell then, we ' re opero.tins on the 
sOJ:le basis . 

That ' s right . It 1 s purely a quootion or degree , 
of how faa t . 

All right . Now, on that thing , Burgoao will act 
tor t he Treasury . He 1 s hero , nnd thoro ' s no 
difference ••• • 

307 

But as I say, I 1 vo nover attempted - I ' ve a l ways 
felt - I say, "llere , we ' ve got so much mor.ey. You 
f ellows do the best you can. flhon you 've got a 
doubt , g ive us a r~. Vlhen we ' re not satisfied, 
we ' ll gi ve you hell. 

Woll , you • re not taki ng any or these bonds . 

Yea , we're taking b&lf . 

r.ell , I •ve been out or circula t ion too . 

17e 're taking halt or them right now. 

No 
1 

we 're taki ng the lonsor bonds , some of them. 

We take whateve r t hey say at tho end of the clay . 

fie make a deal with them at tho ond or the day . 
We have taken all the long bonds , 14r. Secreta.ry, 
wo c.an. 
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We 'ro not making mouth bote here , we ' re playtn& cash. 

I Wtderstood thet wo were takinc nll of them, ror 
t his rena on •••• 

Tho. tIS wrons . 

'this is an agreement ~~t cace out of your office, 
wns roportod to our Committee, 

There's our fellow (Bell) . 

The record will show this . When the atter cane up , 
you said that :tau would be w1111n& to go on n 50-50 
basis , the Treasury taking a hundred oillion and we 
would take a hundred million, and thon you would 
take a hundred. rihen we took it up, it was agreed 
that we would take up to 500 ollli on before you took 
anyth ing , Thnt is , we zot authority to buy up to 
500 ·~ill ion and we said it 11011ldn 1 t be necessary 
for the Treasury to come in at all; that 1f we 
needed aoce hel p , we'd have you como in later. That 
was the agreement last spring. 

I don ' t t:hink i t i s in tho record just that way. 
Thoro was an a greement - they hod authority to buy 
500 million and you said you ' d go a hundred milli on, 

\o'ha t 1 a happened, then? 'iiba t ' a happened 1 

Fed has bought 139 million aince lnot \'lednesday -
\~ednesda:t of las t week , and wo have taken 13 Dillion 
of thea - long bonds . 

Is that half of the lone bonds? 

That ' s a little more than half of t he bonds - '60- ' 65s . 

But that isn't half or tho bonds. 

llo it 1sn ' t hal f of the bond• thOy bought . The 
wh~le list - they bought noteo , bought banda , bought 
suarnntees , ao:ne of which we ' ll want for the trust 
funds . 

\Vho dec ided this thing? 

Bob Rouse and 1 deelded to cl ose t he buaineaa every 
da,:y 

1 
1n agreez:>ent with the Federal Reserve Board; 
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they sai d t hey di dn't care whether we did i t at 
tho end of tho day or • • •• 

uay I a sk our secretary , wha t i e tho commitment 
to the Executive Committee by the full Open !.!nrl<et 
Committee on the bonds tha t we ' re buying for our 
own account up to 500 million dollarst 

So fat• as the full Committee 1o coneemed, 1t 
authorized the Executive Committee to buy up to 
500 million dollars , with another possible 500 
million dollars beyond t.>w.t . But the arrangement 
~. Bell is speaking of ia one entirely between 
the executive Co=mittoe and t he Treasury, and I 
understand the facts to be just a s Mr. Bell states 
them. 

There isn 1 t a com:ni tmon t that the Treasury ie 
obligated to take one-half of all the bonds pur­
chased, which was the thins that you wanted t o do 
l ast spri ng , Now, ae I unders tand it, now the 
Treasury wants to invest some of t heir funds , 
that is, their •••• 

True t funds • 

•••• trus t funds , and thoy don ' t want to operate 
aepa ra t ely 1n the market . '!'hero foro we say, "All 
right , you come in and take half of a l l the long 
bonds you want at the end of each day . • 

I' ell, Bell "111 have to talk for himself . Just 
What is the unders tanding? 

\loll . •. . 

I mean what do you tell this 11111n Rouse? 

Well, at t!le close of the day , Bob !louse gives me 
the list of the purchases by issues. 

Who is Bob Rouse? 

He 's the man that took Ma tteson ' s place. 

!lew foll ow, from the Guarrmty. 
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And then we agree as to what the Treasury will 
take on the long bonds - 156- 1 59 and •eo, ' 56-'63a, 
and 160- 165s . 

Now , of those long bonds , we 1 ve taken il2, 925, 000.00 
for trus t funds . Of the Home Owners Loan bonds 
we 've taken ~777 ,000 for the r e tirement fund or ' 
~e llome Owners Loan Corporation, making a total of 
, 13,700, 000 . 00 in securities that we 've taken . And 
the Federal baa taken Cl25, 995, 000. That 's since 
Uedneeday and doesn't include the 5 million previously 
bought . 

That 1 s less than the amount or billa we have let run 
ott. 

Oh yes , 

\"/ell, L!art•iner, as far &a I'm concerned, 1t 1 a 0. K. 
Ia it o. K. ~~tb you? 

0 . K. v11 th me . 

o. K. with me to continuo on that basis, 1f you 
gentlemen have trust funds o.nd don ' t deslro to go 
in the marke t separately. 

\/ell , that 's it, John . 

\/ell , that would bG stupi d , It would be the height 
ot a tup1d1ty . 

• 

But any time that our purchases continuo and you want 
to drop out, wby, I think it would be well for you to 
let ua know. 

We don't purchase until the end or the day. We g ive 
them an order at the end or t he day based on what you 
have done . 

Thare ' a never been any contllot, because we ' re using 
the same purchasing agency. 

Well Marriner l ' m 3at1sfiod aa or this morning, 
We •v~ got Burg~ss bore , we ' ve got Bell, and Hanes 
and I are available at any time , and I th1nl< it ' s 
been a good meeting. 
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Now, ~'d like to ask the meeting one thin , It 
doosn t seem - as long as we're here , le t~s decide 
whether we will or won 't at tempt aey refunding 
eoot • 

Exouae me. ( Reade note brouaht in by Radley) 
Federal bi d marked down another S/32nds maki ng 
it l 6/32ndo from Saturday, Total of l8

1
m1llion 

with 10 milli on over counter, 8 mi llion on stock 
exchange . 

That ' s an Exchange activity, all right . 

\"loll now, does anybody think we OU!l)lt to tl"J t o 
do a refUnding now! 

Wa:y I aak a question that I don ' t know the a.nawer 
to , r.lr . Secretacy? 

Pl ease . 

How :nuch new money do :you need be tween no" and 
December? 

1'/e can get along without an:y . 

And you 've got two resources ; you ' vo got same RFC, 
~toir borrowing of 275 millton - you can have an 
RFC issue, and you ' ve got the bills . You can sell 
any amount' of bills . 

Por over a year ~e 'vo been on a basis that we oould 
skip an:y quarterly financing 1n case of just this 
kind of an omergenc:y. 

That was t he purpose of the t hing. 

And you only have about 500 million 1n December, 
ia that right? 

526. 

\Vo •ve been on this baaia for over a year , juat tor 
th1a kind of a thing, and now we can reap the 
f l:'llit. 

Personally , I wouldn 1 t do any r efunding. \ie t~ere 
over here last week and the major1t:y seemed to think 
we s houl dn't make a deciaion and should wait until 
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thia week. So I acqu iesced in that view. But I 
felt las t week and I tel t now that there would be 
no point in doing any refunding, with the cash 
balances you heve, with the very largo amount of 
billa tha t you could sell i f you needed money, 
with the RFC issues that can be put out between 
now wnd December, and with tho fact that you have 
passed up the period - that is , you anticipeted 
a financ1ng just to meet such a situation, and 
there 's no reason at all to put any new securi t i es 
in the market , ~;e 1 re tryins on t he one hand, we 
aay to ateady and stabilize the market , eo •hT 
undertake to try to pri ce an i ssue of securities? 

Tfell, wha t I'd like to do, i f it's Agreeable to 
you people and you co along with l'le , 1a to say 
that we 1 r e not going to do anything on the 15th 
of September , but no commitment bo;yond that, be­
cause i f on the first of October i t looks good • ••• 

I think it' s important to l envo it opon. 

Leavo it open, 

But wo 're not goi ng to do any thing on the 15th of 
September. 

Then you can do a retunding any time ;you want be tween 
now nnd then. 

Or new mone;y . But I ' d like to say I met with the -
may I say the Executi ve Co~ttee of the Federal 
Reserve •••• 

The Open lo!arket . 

I s that all r i ght? 

The Open Market Commi t tee . 

That I met with the Executive Committee of the Open 
Market Committee and we decided tha t t he Treasury 
woul d do nothing on the 16th of September - between 
now wnd the 15th. 

Just check with Goorgo on that . 

k'~" ith Geor~e Harrison, who 1a Subject to chec -~ w o 
alao one of the macbera. 
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llo • s on the Cor.wi t teo . 

Chock with George? 

He 1 o on the Collllllittee, 

George had that thought today , unless hu ' s had a 
chanco or h eart . 

I suspect he feels the s~e way, but I th ink i t 
would be nice t o t alk to hi m, 

lle felt that way Friday • . 

::13 

!<i .)lt 58]1 l.!r , Secretary, for the benefit of t ho3e 
who haven ' t been o•to r the tlgur es, that in this 
three- months per i od there was new financing of 
900 million dolla r s scheduled: 500 million for 
the ?reaaury , a hundred million 1n October for 
United States Housing , •••• 

But we coul d ge t throueh. 

•• • , and 300 mi llion for the RFC . 

(On phone) Hel l o . (Converslltion with Gove rnor 
Harrison follows : ) 
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Hello. 

Governor Harrison. Go ahead. 

George • •••. . 

Hello, Henry. 

Septeober 5, 1 ?39 
10:14 a.,. 

•••..• we're now sitting, the Treasury and the 
exec:'-lt1 ve co!!IID1 ttee ot the Open !·!arket Comm1 ttee, 
or vhioh I understand tha t you're a oe~ber . 

Yea. 

And ve •re proposing to announce that on the 15th or 
Septeober the Treasury will not do any fina~cing . 

All . .••• • 

Or refunding. 

I -- I would reoomnend thst 1t you'd hsve asked ce. 

Well , we are asking you. 

First rate. I t hink tha t ' s quite right. 

All right , we'll have it out in five minutes . 

It-- truly, t here's not -- there's eo ouch bo1linz 
around here; it' d Just oe a oontuaion; it could 
probably be done et a prioe, but with prlcee eo 
uncertain I wouldn't attea~t to fix a ~rice. 

No, we're not -- you see , we -- ~e worded it eo t hat 
t here ' d be no comoi t oents, and 1! we want to do 
something on the first or October, why naybe we 
will. 

~uite right. \·/ell , I -- I cone:r o.tulate uou . I 
think t hat ' s t he righ t decision. 

0 , X., George. 

It t he Committee i e there, there's one th ing I 
vould l ike to ask thea. 

Go ahead. 
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Whether th ey have any objection to taking the bOnde 
that we buy today tor delivery on Thursday instead 
ot tomorro~. I ask t hat tor two reaeone. ri r st 
the volume of ><ork here is so bad that I ' d rathe~ 
push it over until Thursday, and it makes it easier 
tor ue to handle, tonight especial ly, as t~e are 
clearing the dealers ' pooitiona that we negotia ted 
lae t week t oday. 

~lell now, listen, I' ll lot Chai rman EccleR answer 
tha t. That 's-- I ' ll let him talk to you. 

(Chai rman Eccles t akes the phone.) 

George •••••• 

Yeah. 

They -- they won' t show up in the state~ent this 
week t hen , would th ey? 

Th ey wouldn't show up in the st~teoent t his week and 
I asked whether there mi ght not be some disadvantage 
in t he next week d:Jing that but ''e could announce 
next week t hat whatever pr oportion or that we show 
in next week's statement was -- wns purchased today. 

Well , personal ly, I'd s~oner see the statement show 
t he facts. Now, if -- it t he mechanics ot doing 
t h e job are such t hat it can 't be done , thAt's 
~nether t h ing . 

\Jell •• •.. 

But i t it can - - it i t -- it -- 1! you could take 
delivery and show t hee in the etateoent, then t rAt 
after all, t he statement t hen repr esents the facts . 
Otherwise i t doesn't r epr esent the taots . 

Well •• .... 

And I would prefer to s ee the sta tement this week 
certainly show the tacts i t -- if it -- i t you can 
it it can be done. 

Well it will be contrnry to -- 1t we can do 1t, 
all ~1ght, but all that we haVe been buying the 
laet rev days , we've been taking on two days ' 
deliv~ry r ather than the next daY'• delivery for 
t hat same reason. 

·-
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So we would be doing Just What >1e ha ve been d o i ng. 

Yes . Just a second . Let me soe if any of t he •. .. . . 

(Bl•ief pauoe. ) 

George • . . . . 

Yeah . 

Do we understend t hP.t -- t >:r t you ' ve been do1nt; 
oost ot t l:e bu:rl n<: on wo days? 

\:ell , you see, t h is hLl s been 11 badly congested >:eel: 
be on use you had ::ondtly a hol idny. 

Yeah. 

And you don't have ~.ellver,· on S~> t•Jrdny any-,,ey , oo 
cvc r :· t hl nt; t!l.:> t we bough t on ? r 1dlly rnd Satm·dD.y 
110 bouc;.'l t for de l1 very t oday . 

Yoc . Yes . \:ell • • •• . 

You• ve -- :1ou ' ve got quits n congeot1"n u:, he r e . 
If t here ' s really atron~ reel1n- obout it >:e ' ll 
hnndlo i t , but t he operntincr men cnlled nc u~ ~,a 
asl~ed i f t hey coul dn't ;,>lonae be '!1 ven t t!lt 
perm1s£1on. 

::ell , tl:e maJority ot t r e Coo"'1ttee woul d - - >:oulc 
1f -- 1f 1t can be done , withou~ too ~uch 1ncon­
ven1ence, would 11ke to see t his stnte~nt s·ow 
t he n::>ount ot -- or pw-chc ooo t hl8 week. 

Um- hm. 

And especially unt11 we oeo what t he bi l l aar~et 
does tomorrow. Is 1t tomo:row? 

liell , no you' ve done ..... 

\'ie • ve go t t he bi lls t hio week . 

You ' ve dono that already. 

Let • a s ee , that • s right. Thoy ' ve already - - ~:e ' ve 
renlaced theJ:> all l a s t .:eel: on account of t " e 
hoh dD.y , cUdn • t wet 
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Yes. Uh-huh. The bidding was on Friday. 

\loll , then this statement, t hou!l'h, would show really 
what we ' ve purchased and I think it may be a good 
thi ng to -- to actually show 1t, beoauee rat her 
than ehow a smal l er purohnoe thie week, wtth the 
possibility of an increasin~ purchase next week, 
I ' d eooner have the statement next week, it any­
thing, e>ow leee than to have t he •.•••• 

1:e11, t hat wae the rea~on I enid you could explain 
t hat 1f neoeesary. 

But it's auch aore diff icult to explain and 1f you 
can Just do it without t he ex,lanatton. Wel l , 
anyway you Just do wha t -- what you ~lease . 

\/ell, will you g1 ve oo Just a 11 ttle leeway'/ I 
agree with you •••••. 

Yea.>, . 

And I 'll try and handle 1t through today. 

0 . K. Goodbye. 
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Eccles: 

3 . :.!. Jr: 

~urcess : 

::ccl es : 

!; . !.: . Jr : 

~ffielcl: 

Eccl es : 

~ccles: 
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U4rr1ner, just so I get thia thing ••• • (confers with 
Eoclea on statement to be made to tho press) 

(To Duffield) 1"1111 you tell tho pre sa the. t ..e met 
with the Executive Committee of the Open Marke t 
Committee nnd thnt we decided that thel'e would be 
no finD.nci.ng on the 15th of Septonbel' . !lor: , !'or 
background, that doesn ' t commit us as to wha t we'l l 
do beyond the 15th or September. Is tha t righ t? 

That's right . 

That 1 s r i ght . 

Doesn 't cean you're going to ..-ait until Docecber 15th; 
might do something 1n between. 

Lli gbt do sonething on tho Cirat of October . 

rU !Iht say for their own background that we have had 
this big balance f or such a kind o r s ituation, in 
m1nd . 

I don ' t 10'1017 111le that' you want to mon t ion the fact 
that there is three or four h undred mi ll ion of RFC 
and other financing. 

I think not. Just that from now until the 15th of 
Septenber we •re not going to do anything. 

llo refunding. 

I think i t ' s well to &et the fac t out fo r bee!q;round 
that t.!l.e bill carket ia available. 

The bill s held now are conside rably less than half 
what they were. 

Prom t wo nine to one tbroe; we 1 re oft one six. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

September S, 1939. 

As a ~~&tter ot possible interest, tbere 1a attecbecl 

a steteooent sbowing total airplanes end enpnes ordereci 1>7 

and dsllvered to Ute French State . 

u 
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Contractor 

Glenn L. ~rtin ~ 

Glenn L. 1/Artin Cocopaey 

Douglu Ai.reraft ~' Inc . 

llorth Al:!erlean Aviation, Inc . 

l1n1 ted Aircraft Corpore tion 
Chance-Vought Divioion 

Contractor 

Uni.ted Aircraft. Corporation 
Pratt (, 'IJU.tney Division 

l1n1 ted llrera!t Co11>0ration 
Pratt ~ 'llhitney Divie!on 

Curtis....Wr!gbt Corporation 

CUrtiea-'f.rigbt Corporation 

DAact.i nt.ion 

2 enljiJlo Bol:lber llii- F 

2 envinc Somber l fn-F 

2 enc:in<t Boc>ber IIB-7 

Basic Trainer 

D1 vo Bol:lber V- 156 

Deserlntion 

l'tJr 15)5 Twin Wasp, Jr, 

Cll 0~ Twin Cyclone 

CW R-9?5-B Single RO'Jf 'llhirlwind 

Ordered 

200 

21.5 

100 

230 

-L 
785 

Ordored 

1,821 

520 

1.2 

115 

2,498 

DeUvered 

200 ""' 
1 

0 

119 

~ 

31.0 

De1hered 

698 

10 

0 

no record 
a.pprox. 20 

approx. 728 

w -"" G> 
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SepteMber 5, 19Z9 

ll a . 11. 

Present: 

Mr . Ranee 
Mr . Earle Bailie 

HM.Jr: Earle , 1f you don't 1111nd, the reason 
I aiD haYing th1a aort of of t1o1al talk of what I hope 
to haYe you do -- you don't Mind Ill)' haYing notea taken? 

Mr. Bailie: Hot a b1t. 

IU( ,Jr: What I want to ltnow 1e whether you are 
ready to do what we talked about laet spring or last 
summer and come down here , I auppoae aa a dollar a 
year man , diYoroe yourself from your own •••.• 

Mr. Bailie: Talte leave of abeenoe wae the 
phrase we ui&d, because I can ' t divorce myself in 
the aenee when I waa down here • •••• 

HM.Jr: LeaYe of absence. 

Mr• Baili e: Yea. 

HM .Jr: That's t he word. 

Mr• Bailie: Right. 

IU( ,J~ And the beet way I have t o deaor ibe it 
ia tor eaaury to have you look after international 
capital aoYementa. 

¥r1 8a111e: Yea. 
that means, but I am sure 
have worked on the job. 

I am not quite aura what 
we will find out after we 

HM Jr: That' a movement ot money in and out or 
t he Uni~tatea. I think that'• the baet way to 
deaoribe it. 
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Mr. ~111e: Henry, what I would like to aay 
ia thia: t~ anawer ia yea to your quaation, but I 
would like to put 1t th1a way: that it may be aa 

320 

the next t ew weeka go alo~ that you will t1nd you 
don't need me on the tull time Job. It may be you 
will find that I don ' t fit in aa well aa you remember 
I did the laat time and I would rather feel th1a way 
about it: I auggeat I ooma down, take temporary leave 
trom all 1111 affaire, do any Job you want ae to do 
without haVing people in general feel that if at the 
end ot a few weeka there ian ' t a Job or if you find 
out aomebody alae would do it better or 1t I don't 
happen to handle it right, that there wo\Ud be no 
embarraaament on your aide or 111 eide to aay it ian't 
working out. I think that' a a muoh aaoother relation­
ahif• lhat I am aaking, what I aa aaying, in etteot, 
don t let' a aay Mr. Bailie ia coming down to move in­
ternational capital about but Juet aay Mr. Bailie ia 
oomlng down to help out tor a few weeka in the Treaa­
ury and then see how it worke. I would rather let 
the Job grow ••••• 

IUI,Jr: Ae tar aa I am concerned, I am ready 
to make a ooiii!DJ. tment . 

Kr· Bailie: I don't want you to. You aee? 

HM.Jr: I am willing t o do it anyway yau want 
to do lt. 

Mr. 8ail1e: R18ht. 

11M J : But I do think Juat the way I haft told 
1\andolp~geu. We started at 1: ~ thia morning, 
beoauae we had a ahow with the Federal on the Oovern­
mant bond lllftl'kat and Mr. Eoolaa haa bean hare. I will 
do it on ero;r baeie you want, but I think it 1a IIlah 
better to mate eome kind ot f ormal announoeD&nt. 

Kr• Bailie: I think that'a right. 

HM .Jr: And what I told Randolph • •• to get hold 
ot Duffield, ait down with hia and write out aomei~inftn 
that he t hought he liked and then let •e go over • 
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him, rather than have them amell that you are here. 

Mr. Bailie: I agree with you. 

HW. Jr: Check , Johnnie? 

Mr. Haned: Yea. 

Mr. Bailie: Does Randolph feel that it is a 
good iden to come down here at once on a tull time 
"bas 1sT 

HK.Jr: Well, let me explain it, Earle. Ran­
dolph had had 1t arranged tor some time. He has ar­
rangements with the National City that he can come 
down. I don 1 t know what hie arrangeoent is, but he 
made 1t montba ago. 

Mr. 8a111e: Just at the ti.me I talked to my 
partners. 

HW. Jr: He called up Gordon Rentschler thle 
morning and told him, "Please don't talk to me. I 
am out ott trom t he National City Bank. I am out.• 
I take it -- I don't know; I haven't asked him -- I 
take it he made some arrangement about salary. I 
have not asked him. But I don't want you to kid 
yourself. I am not kidding. We are in for some­
t hing whioh I think 1e for years. I don't mesh you 
are going to be here for years. 

Mr. Ba1l1e: Right. 

221 

HW.Jr: I think it is a matter of years and not 
ot weeks. I don't want you to come on t he thought that 
it ' a a matter of two or three weeks. 

gr. Baili e: No, I don't . 

HKi Jr: I don't a~ I want you tor two or three 
years. tter all , I don t know whether I will be here 
attar January 1941. But it would be a mistake f or you, 
Hanes and me 1f you came down tor t wo or three weeks and 
then have to go back. 
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Yr, Bailfo: That' s not ~ feeling , Just want 
to develop -- have got a health record which ia not 
wonderful, Now I think and ~ doctor thinks that a 
world war will be Just the making ot me and my wite 
agrees. MaYbe it won't, In whioh oaee, that ' s that. 
I t1nd that I can do as much work ae I ever did and a 
little bit more , but I have to do it on a certain baeie 
ot time ott and time on, That might not work into the 
Treasury eohedule, That 's why I want to be a little 
tentative in not letting you tellowa t hink t~ I can do 
something I can't do. 

HK.Jr: Handling world capi t al 110vements - London 
oloeee at one o ' clock, 

Yr. Bailie: Yea. 

HILJr: So it :rou don't want to be here in the 
afternoon, you don't have to be. 

Yr. Bailie: You get my point, Henry? I don't 
want to let you sell yourself that I can do a Job whioh 
I might not f ind I oould do. I have every confidence 
that I will be in excellent health; that I have never 
been in better health than at the moment. That's one 
taotor , There ie another !actor. ~ affaire at 5' 
Wall Street now are in condition where t hey can be 
handled without my aid. It, t or instance , Randolph 
should die that would not be true and I would then have 
to say t o you 1 I have certain obligatione to the 
people .•• • . • 

HK.Jr: I understand. 

"t• £'1118: ••• various people that I would 
have to ol=paramount. Raving said thoae t hings -­
I am trying to say everything that ie in 1117 aind --
t hen I eay to you it you want me to come down, or course 
I will come. I want to aek one other t hing. Do :rou 
think that putting Randolph and me in separate depart­
mente ie better than tor us to try to some degree to 
work together? 

HY Jr: That 1 
8 up to you. Rondolph exPressed 

the wia~would llke to ahara a room with you. 

Yr . Ba111e: I reel the gme way about it because 
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I feel if we know what e h ao other is doing, we ought 
to be much more useful to you and John than if I am 
just do1u.g •••••. 

HH,Jr: That 1 s up to you fellows. 
llr. Bailie: All right. Fine. 

Kr. Hnne11: That appeals to me. The t wo ought 
t o be toget her. 

HJ.l .Jr: He eJC!)reaaed the wish he would like to 
share a room with you. 

Kr. Bailie: I had not thought ot it Just that 
way, but I like it very auch. 

HK.Jr: I won't take the tiae --Randolph can 
tell you what went on t his morning. It 1 e a big fi ght 
to keep Wall Street t.roo having control. But the 
thing that Randolph has t o do, he has got to sit and 
wear out Mr. ~cclee . John and I can ' t do it. We 
suooeeded t hla morning. He has t o handle George 
Harri son and in t he s ix year s I have been hear I never 
hear d George Harrison as excited as he was last night . 

Kr. Bailie : Randolph and I both know Geor ge 
Harrison i nt i mately. I could handle George Harrison 
on f ore ign exchange while he wae on t he bond si de. 
I think we could handle George Harrleon to your com­
t ort toge t her than separately. I think the saoe t hing 
about Eoolee. Don't know h im eo wel l, but I think if 
you and John regard Randolph and me as a t1rm who, be­
tween us , attempt to bring to you thA et u rr you need 
on those two concerned , I t hink you will get better 
service out of us than i f you try to put ue eeparately . 
For instance, Randolph's long presence in the Federal 
Reserve would make him treroe ndouely helpful to me in 
my first diecusaiona on foreign exchange . Now, i f I 
may s ay so, Randolph and I worked under you on the bond 
market to our triple satisfaction • •••• 

HK,Jr: Yea. 

: 23 

Mr. Bailie: • • • •. long ago , and I think we could 
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work t ogether again for Korgenthau, Hanes & Company, 

HK.Jr: The point ia , I a&y internati onal 
capital moTemente. That ' s just what I mean. I 
mean moTement in and out. That also will enntually 
get into the question or. it any foreign power wishes 
t o raise money in this country. 

Mr. Bailie: Exactly. In other words , what 
are you going to doT Are you going to han Jeaae 
Jonea lend money against seouritiea or securities 
sold in thle market and haTe oonatant trouble ••• • 

HM ,Jr: The whole question. 

Mr. ~ilie: The whole question, and it all 
oomea in -- ow much money will you haTe to raise 
in order to let Jesse Jones do those things and how 
much America will haTe to take in f oreign exchange. 

HM,Jr: On that thing, I want to bring up 
something which i s along the same line, but I want 
t o firet wait. It you are satisfied aa to this •• •• 

Mr. Bailie: Xes, I am aatiafied as to myself. 
When I was here berore I would haTe been embarrassed 
t o talk to anybody in my own ottice while I was here 
because we were in the bend busineaa and foreign ex­
change. We are not- in either or thoae bue1neaeee 
today . Therefore I wlll teal that i t my people •nt 
t o cOlla down and aek my adTice on some investment 
problem, ae long as it does not have anything to do 
with Treasury except what I read in the news papers, 
I can do it. 

HK. Jr: My hunch ia you can 81t here and let 
things treece and make more money. 

Mr. Bailie: That's my own view. 

oOo-oOo 
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Pruent: 

Mr. Hanea 

Septeober 5, 1939 

11:20 aa 

Mr. Baail Rarr1a 

!Ul,ir: Now, Mr. Harr1a, what I want to know 
ia th1e would like to make you Co=miaai oner or 
Cuetoma and Assistant to t he Secr etary or the Treas­
ury and turning that over to you 1n toto. 

llr. llarr1s: I thought you were not going to 
ge t me down here. 

HII.Jft: No, eir! The President called up 
Johnnie. e's worried about two th1nga -- wanta 
ue to hold up all German boate. This and that ia 
popping every minute. Johnnie and I wil l do the 
beat we can, but thie is a big Job. Thie morning 
I have aeen Randolph Burgees, Vice Pree1dent

1 
Na­

tional City Bank. He's down here. So is ~arle 
Bailie. He' a down here. You are the ve17 man. 
All are taking leave or abeence and are coming. But 
t his ie no shock to you. 

llr. llarr1s: But I •aa t17 ing to build thh 
up tor someone elee . 

HII.Jr: Oh, no! No! No! I want you t o 
do it, and the thing is mort ng eo dall'l tast it needs 
courage , experience, and you havs got eve17th1ng. 

Mr. Hanes: It' a a whale ot a Job , tha t Custome 
Job , and 1t meana handling ot ahipe in e ve17 port all 
over the world, not Just ths United Statea. 

Kr· Harris: You want me t o be Commissioner or 
Ouetome •.. • . 

IIKtJr: ••• and in order t o give you addition&l 
prestige want to call you Aaaiatant to the Secretary. 
Not Aaaiatant Secretary. I t you want to be Aaaietant 
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Secretary I will make you that , But the reason I 
want to make you Commissioner ot Cuatoma , I don ' t 
want to have you ha~e to aak anybody anything. 5a1 
in the middle or the night you want to do eometh1ng. 
:tou are it and you ha'~e all t he authority. It I 
made you Aaaiatant Secretary or Aaaiatant to the 
Secretary, then you would ha~e to work with another 
fellow . And this is a matter ot split aeoonda. 
I want you to have all the authority. Koyle 1a 
82 and I a m going to send tor him and aay, "llr. Moyle 
you are 82. I am going to ask t or your rea1gnat1on. l 
And th1a doee not ba~e to be confi rmed by the Senate . 
It' e purely an appointment by t he Secretary ot the 
Treaaury. I hear you ha~e not been well and th1e 
ia tine t or you. 

Kr. Harrit: I ha~e not been well. 

HK.Jr: You want to do aometh1ng 1n the middle 
ot the night. :lou are the boee. :tou don't have to 
call up anybody. All thla authority 1n all these 
powers ia yours. 

l4r Harris: How long a job doe a t his have to 
be? How iong is the war going to last? 

HK .Jr: I am not k1cld1ng myaelt. 

llr. Hanea: 'fe think it '18 going to be acme time. 

llr. u__ llust I ae~er ..:., oonneot1ona w1 th • !lA£r1s: ..,. 
1111 oompanyT 

HII,Jr: I woulcl ha~e to ask roy General Counsel. 

11r. Harrie: It baa aaaumed aerioue proportions 
a1noe halt roy income comes trom England and that baa 
been out ott. From t he British-America. 

HII.Jr: I don't know. 

H t ~ore - salary baa not meant Kr• ~rr11: ere o, ·~ more eerioua then 1t ao very muo~ot it's a little ..... 
HK.Jr: 'fbat's Br1tiah-Amerioaf 

:.26 
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Mr. Hanea: British-American Tobaooo Company. 

HM.Jr: You are not getting your money? 

Mr. Harria: I don't believe we are going to 
be able to get our money out or England. 

HM,Jr: You will have to eee Earle Bailie. 
He'e in oharge or the moveaent or capital. 

Mr. Harrhl Oh, t hen I had be t ter oome down! 

Mr. Hanea: You bad better oome or you won't 
get anything out. 

Mr. Jiarrla: When do you went me heref 

~: How~ Right now! 

Mr. H&rria: I have to go baok thie afternoon. 
I will be back tomorrow morning. But this has oome 
at a very bad time. 

~~~: What I would want you t o do is to sit 
down wi r oley, Tell him the atory , 1 juet don't 
know about the ealary bue1neee. 

Mr• Karrif: - h, tor that matter it's not quite 
that eerioua. could waive that ealary tor au lllOnthe 
to eee how thle tb1ng 1e heading and H it got anyway 
preuing 1 oou1d open it up then. 

Mr. K&nea: 1t t hla t hing laete long, 1 have to 
f ind somebody to divide with ms. 1 want t o flnd some­
body with a big income to divide with me! 

oOo-oOo 
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TO 

TREASURY DEPARTMENT 

I NT'DI Ol'?'te& COMWUNICA110H 

.... 
Soontary llorpatl>au 

llr, O..otoD 

SUbjoot• Coo.ot G\1&1'4 Pt.rtioipatlcm 1Jl Soiontl.tio Erpo41ti.ODO. 

1 . !be u ftAYDFa &ua:LT<:a. OM ot the a .. &1?-toot outtere, 

b ao....Sulocl to .. u tr<>a Sa.n PNnohoo 1A about two. WID 1Jl a ool.,.._ 

titio o~tion to tho Souths.... !hie 1o a oooporotl•o Hpl41t1• 

ot tho Ullltocl Statoa 0""'"*"'' -...tt , tl>a •tiolll). Oooposphlo Soolotr aD4 

contribute Olll or -r• oolctioto, the llayY an ocoano&rapher. '!'he 

Co01t Guard """14 uoo ••• of 1 to boot D&Yiptioo otu4onta for • part 

of ti-e oboorntiono, Tho expedition 1o o:q>ootocl to be &one !'or a year 

cruiain& tho South Paoitlo , 

2 , Tile Cooot G...r4 &rotio ehip IICI!mr..AND 1o now at Soaton HayY 

Yard l>oiJl& rofittocl to take tho Byrd l!xpedltl.on to tho ...,tarctic 1A 

r ... -r, Tile JCI!mLAIID outforocl oonaidorablo daaa&• in a tropioal 

otora onrouto tna tbo Paoltio coo.ot, Tbe ...,tantio l!xpedi tl.on ,..uld 

con•- at l .. ot ob; -ha' tU. and tho oorTiooo of • lar&• Ccaot 

a. wa .. oho "looo tho point that we oan ill-afford to oparo either 

or tho ao ohlpo and tbo poroonnol tor ouob 1011& oruiooo at thlo tl.mo. 

Ti.,. of t ho cl-• thet are l>ein& .,.do 00 tho Ctaot <hare!, notobly for 

~orth .ltlantlo patrol -It and tho ,.oouity for addlti.,.l Cout Guard 

porocmnol 1a •r.-t aart... inopootloo ,..rlt, I acroo with h1a tlat both 

tlaoo o:q>oclitl...,. obo.alcl 1>o oonoollocl it pouiblo. 

328 
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81Doe tloe Pr .. i d,ct lae 'bee P••-117 111l'-r•at.cl 1A both 

upeditiOIIa, I •••- JOU -7 Wioh to ·~ dil'eotl 7 to Ilia 1t 7"" 

•&!'" With wa .. ohe aDd •• 
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London 
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Duttd SEptember 5, 1939 

RE c 'd 1:40 p. m. 

Secretory of. Stott , 

Washington 

1458 September 5 , ? p , m. 

FOR TREASURY FRO!.! !l11!'TER"'ORTII 

Tht bonks optntc ~oday . Ther e was no unusunl with­

drawal" of balances and the mnin 1ctivity was confined to 

acquiring forti~n t xchung£ from aritioh res idents for tht 

account of the Brl.tish Trea sury, As rcporttd yestErday, thE 

pound wa s quotEd ·1. 02-6 . e.nd gold was purcll8std at l68s. 

An unoff1ci3l stock me.ri<E t developed in the strEEt today , 

ThE turnovEr wa s small ~nd dtnl ings wert on a cnsh basis . 

Tht crowd , howtv£r, becamE sufficiEntly l urgE so tho.t thE Air 

R~lds Prtcnut1ons DEpor tment EVEntually put a stop to thE 

practicE and orrangt!llEnts nrc now bEing m:>dt to carry on 

1ntrr-otfic£ dealings for cash by telEphonE. ThE committe£ 

of stock ExchangE announcE that t hE c xch•ngt will rtoptn on 

Thursday SEptember ?th, 

KENNEDY 

ALC 
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J'ROMI Aaerioan Oon~-..J.ate General, Bueno& Urea, 
Argentina 

DATE: September 5, 1939, 6 p.m. 

NO.I (unnumbered) 

We haTe reoeived information trom unottioial (but 

well~intormed) sources to t he etteot that they bel ieve there 

1e a tendenoy to d1seoo1ate the peeo from the pound, and 

1netead to aeeuaed a f ixed relat.ionehip to the dollar, 1n 

view or t he oont1nuanoe tor eSTeral daye or the official 

buying rate in the oaee or Argent1.ne e:o:porta at 3. 5715 peeoe 

to the dollar - this quotation 1e nov eubetantially above 

the t1Jted rate or fjfteen peeoe to the pound - and in view or 

the oeseat1on today ot purchase or sterling. The tree market 

r at e t or the dollar is fluctuating around ,,36 buying, and 

4.:58 eelling tor aotual t r ansaotione. The ottio1al selling 

r ate tor dollars 1e nov oi,0 , 77 (lover rate) and <i . 7620 (hi.gber 

rate), 

DAVIS. 
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Seoretary ot State 

Waahing ton 

PARIS 

Dated September 5, 1939 

Reo•d 10 a.m. 

178., September 5, 1 p .m. (SECTION ONE). 

FOR '1'HE 'l'REASURX. 

ife took Mr. Pearson, Pree1dent ot the E>q>ort-laport 

Bank, to oal1 on Ruett thia morning. The latter seemed 

quite pleaeed ~ith the per formanc e ot the Bou.ree yesterday 

aa well aa t hat ot the foreign exchange market . He aa1d that 

he had been a strong advocate ot keeping the Bourse open 

and ot oonvinoing people that there would ~• no moratorium 

~n oontr .. t to the situation whioh developed in 191•: he 

telt that y'eeterda;J1 a pert ormanoe ot the Bouree and the 

r eturn rlow ot deposita had tullY vindioated hie Judgllent . 

( END SECTION OJIE). 

BULLI'M'. 
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PARAPBRABS or SIIC'fiOB TWO OF 'l'ELIGIWI BO. 178' or 
SEPTEMBER &, 1939, n!OK THE AMERICAN ENBASSY, PARIS. 

Ruett told Kr. Pearson that ot oouree France would 

han to IIWI:e verr heavy puroha.au ot war lll&ter1ala 1n t he 

United Btatee and that he would probablr want some 

detinite intormation aa t o the possibilities of securing 

long term ored1 ta in the relatively near tuture. In th1e 

oonneot1on he made reference to the statement recently 

a ttributed to Kr. Jesee Jones (reterenoe, telegram No. 

1727 ot September 2 trom the Embaeey). Ruett wae told b7 

Kr. Peareon that tor the t1lle being tb.e loan faolli tie a 

ot the Export-Import Bank are be1.ng util ized ta1rly close 

to the legal limit. However, he aa1d that of oourae they 

are constantly get t ing in repayments. Rueff asked whether 

there waa any definite poli oy about not extending credits 

tor exporte ot armaments or munitions, i ncl uding airplanes; 

Mr. Pearaon replied that it had been a det1n1te policy 

not to do 80 , but that tor ored1te t or raw oolllll0d1ties 

and/or maob.1nerr, there were no (repeat no) reatrictione. 

BULLI'l"l'. 

EA:LVW 
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PAI\APHIW!B OJ' BIICfiOB '1'IIRD or '1'ELIXIIWI 10, 17M 
or SEPnacBIR 5, 19~, J'IIOX mE AXERIOAII amASBY, PARIB. 

Rueff indicated to ua in oonolueion that he vould 

be glad to be giTen any information aa to t he Bank ' s 

tuture polioiea and/or faoilitiea - ae vell as of tbe 

R. F. 0. i tael f. 

The Bank of Franoe thie morning quote• an official 

buting rate tor the pound ot 175. 00 and for t he dollar of 

41.75. Vo el erli .ng do1lar rate ie quo ted. Pri Yate banks 

are oaut1oual.7 quoting the dollar at 40 and the pound at 

174; yer,r little exchange bueineee 11 be ing done. The 

Bouree here will open th1e afternoon aa ueual.. 

END K!!BUGE, 

BULLIT'l'. 
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PAR'l'UL PAlW'HRA.SE OF 'l'EL£01W( REOIIVl:D 

J'ROH: American Embaaay, Parh, France 

DJ.'l'E: September 5, 1939, & p.m. 

NO. I 1794 

FOR '!'HE TREASURY. 

Trading was again very Hght on the exehange oarket 

this a.tternoon. '!'he dollar was quo ted at 4330 and the 

pound at 17&. '!'he b elga was quoted at 7.4&, the nor1n 

at 23. 05 and the B>lisa trano at 9.68. The Bank o! Franoe 

wae an aotual bl.l)'er ot dollar a at 4;5.10. The s ee uri ties 

ma.rket wae naturally heavy again with eleotrie power 1e• ea 

being particularly atteeted. Turnover wae, however, once 

more very light and operations were conducted in complete 

calm. Rentea were down tor t he moat only tractions and the 

tour and one-hal t ot 1937 act ually improved slightly. 

I t is dittioult to estimate how much it any otfici&l 

support is being given to government isauee. 

It is our understanding that the partial move to the 

Loire Valley ot t he Bank baa been definitely decided upon, 

and it i e probable that sometime next week the cove will 

take place. (Reference: No . 1780 ot September 4 trom t he 

Embassy.) BULLIT'l'. 

EA:LWW 
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loiJD 

SEcrEtary of StatE, 

Washington, 

• • m, 1079 , SEptEmbEr 5 3 p 

PLAIN 

Berlin 

Dntcd SeptembEr 5, 1939 , 

Reo ' d , 10: 14 P• m, 

(SECTION OIIB). 

Tb£ n<w REich DEfEnsE Council has i ooU£d a com­

pr<hrns1v< " war EconoJ!lY d<cru" dated Sco~EmbEr toll!' 

regulating basis phasES of Economic activity 1n Germany 

of which follow i ng is a summary: 

OnE, ThE dEstruction or hoarding of matErials 

goods and mon<y iS prohibi t Ed under ptnal ty of im­

prisonmrnt, pEnal sErvitud< or, in extrEmE casts , of 

dEath. 
Two . ThE following nEw taxrs arc tstablishtd: 

(A) A war surtax of fifty pEr ctnt of tht normal incom£ 

tax on incomEs 1n txctss of twrnty-four hundr<d merkll 

but this surtax not to EXCEEd fifteen p<r cEnt of thE 

total 1noom£ and thE incomE t ax plus surt ax not to EX­

orcd sixty-fivE p<r c Ent of the total incomE. This tax 

will bE collEctEd on a cal<ndnr yEar basis and i s fir st 

payablE tor thE pEriod SeptEmbEr 4 to Dtormbtr 31, 1939. 

(B) A surtax £qual to twcnty pEr cent of th< rEtail 
pri cE 

.. 
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IIJD - 2 - No. 1079, StptE mbEr S, 3 p . m. (S&:'l'IO!I ONE) 
from Btrl1n 

price on salts of bEEr and tobacco produc t s but thE 

FinancE MinistEr may accord ExEmptions , abatEmEnts , 

and refunds of this tax. (C) An incrtas£ of thE tax 

en S? i rits from 275 marks pEr hcctolitrr to 375 marks . 

(D) A surtax of onE mark pEr bottle on sparkling grapE 

winEs and on oth<r sparkling wines fifty pfEnni@ pEr 

bottlE . 

ThrEE . Contrib•Jtions to thE cEntral govErnLU:r.t by 

thE statEs and municipalitiES and other p~lie corpora­

t i ons arE orovidtd for as follows: ThE statrs inclusivE 

of t hE city of Hamburg but not hustria or thE SudEtEn­

land for which spEcial rEgula t ions will bE issuEd t o pro­

vidE a war contributi on Equal t o fiftEEn pEr cEnt of 

thrir sharE of t hE rEVEnUE from thE REich incomE tax 

corporation t ax and turnovEr tax; thE municipalitiES to 

furnish monthly a war contribution of two point fivt 

ptr cEnt of thE procEEdS of th£ tax on agricultural 

and forEst land, f i vE pEr cEnt of t he tax on rEal Es ­

tatE , sEvEn point f ivE per cent of thE tradE tax on 

capital and profits, and tEn pEr ornt of thE basic ra t£ 

of thE rrsid l ncE tax. OthEr publ i c corporat i ons also 

to makt war contributions in accordancE Vlith rEgul ations 

la trr to bt issUEd. 
Pour. 
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MJD -3- No. 1079, SEptEmbEr 5, 3 p. m. (SECTION ONB) 
1'rom BErlin 

338 

Four. IncrEasE of municipal property and rtaidEnoc 

taxrs is prohibitEd. 

FivE. ThE following conditione as rEgards l abor 

and ~UgES art establishEd: ThE Reich t rust££ and spteial 

t r us tEE for labor will adapt wagcs , salar1•a , ~d con­

ditions of labor t o thE Exig£no1ca of war and t1x 

maxioum wng£ s calEs. Extra pay tor ovcrt1mE Sunday, 

holiday , and ni&bt w~rk art abolish<d; thl s pr~vi~io~ 

also to apply tv thE rEmunEration and oth Er tErms of 

cottagE l obor. REgul a tions and agrc•m•nt3 r<garding 

vacations nr< tr.mporar i ly suspEnded. Tb< REich Labor 

JUnia tcr is Em:oowEr Ed to authoriZE Exceptions to wag• 

r atEs a nd hours of l abor as wEll as to £x~st1ng ltgisla­

t1on for tht protEction of l abOr. 

KIRK 

NPL 

.. 
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EG PLAIN 

BErlin 

Dnttd Srptrmbtr 5, 1939 

Rrc'd 10:31 p .m. 

Stcrttnry of Stntr, 

VIc. abingt on, 

1079, SeptEmbEr 5, 3 p , m, (SECTION TWO) . 

Promises or paym£nt ot wag£~ or aolor1ta or the 

occcptnnc£ of such prom1srs or payment or wages nnd 

oolorirs in violation of the forEgoing provisions to 

bE punished by o d1scipl1nory finE thE amount of which 

io left to thE discrEti on of thE Rrioh trust££ or sprcial 

trustE E for labor, Similar pEnaltiEs will bE visitEd on 

r.nyon£ dtmonding or granting mort rovoroblt other condi ­

tions of labor than providtd for aboVE, In EXtrEmE costa 

the guilty party lllllJ to stnttnotd to 1.mpr1sonmo:nt or prnnl 

acrvitudt , 
SU, a:duct1ona in oll prices and paJllltnts tor goods 

ond srrvicts orr providEd for to oorrrapond with thE 

sovi nga 1n lnbor coats rEsulting from thE obol1tion of 

txtro wc.gt p~ymtnts ond vocntiono . ExpEnditurEs for thE 

soc1nl wElfarE of thE labor rorot not nbeoluttlJ rrquirEd 

by l aws , dtcrrts , or was • scalte only to bt 1ncludtd 1n 

computing priots insofar as thEY art customary 1n thE 

conotrn or industry and do not violate thE principlES ot 
economical 
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-2- #1079, SeptembEr 5, 3 p . m. (SECTlON ~ao) rrom BErlin 

economical managemEnt , Prieta shall also bt dtcrtastd 

i f baard on thE calculat i on of coats or rnotorits which 

wErt ablt to maintain production only btcaust or thrsE 

fiXEd priCES or bECaUSE Of thE OVEr-burdEning of thtir 

industry and concErn3 which by rrason of sptcial ltgnl 

or aotual conditions or through thEir economic importance 

arc not subjected to autfic i tnt competition must also 

lower prieta . All pr i cE reductions must bnvt tht pre­

vious oonatnt of thE Reich Pric< Comoission<r and will 

npply equally to all mtmbtrs or thE industrial assoc ia­

tion. In Gtntral all srlltra of goods or suppl iers of 

scrvioen must lower their priors to the extent that they 

benefit from thE chEapening of goods or srrvicts resulting 

from tht wage and pricE prov13iona of thE dccrtt . Tht 

Reich Price C~issiontr and his nppointrro art authorizEd, 

however, to allow or dtcrrt txecptiono to tht foregoing 

prov1a1ono • 

Seven. Goods and 3Erv1cto crt not to bt oadt morE 

r xpcna1vt by thr uat or mntcr1nls , mrthodo, ncccooor i ra , 

or nmen1tiro not con3istEnt with thE pr1neiplt of Economic 

mnnutnoturr or ptrtormanct , 

Reptnt to Trtnsury and commcror . 

( ENtl OF ~SSAGE ) 
KIRK 

NPL 
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PAJ\Al'HRU& OJ' ft!ZG!UM RZOanD 

niOMI Aaer10&D J:abaee:y, R1o de Jueiro 

DATEI 8eptea~r 5, 1 p . a. 

NO.I :501 

341 

'l'h1 Bank or Bradl baa been 1netNoted b:y the M1n1&tl'J' 

or Finance that, for the present, 1t 11 to make no 1&­

portant changea 1n the exchange regime. Other banks are 

aelllng dollar• at 1111re1e 20.100, 'llhereu the Bank or 

Bradl 11 eelllng dollare at ll1lre11 19.980 for oolleo­

t1ona. an4 quotae. 

Reduction to ten thoueand dollar• hal occurred 1n 

the authorized 1bought1 poa1t1on ot banke. 'l'hia aorn-

1 ng all the banlte reopened. 

I haTe been 1nfol'!lled b;y tile 41reotor or exchange 

that tile gonrnment h&l deo1ded that the plan to lioen .. 

1mportl ahould be postponed. The D1reotor ot Exchange 

baa been reminded or the proT1e1one ot art1ole 2 ot the 

reciprocal trade agreement ~tween the Un1ted Btatea 

and Bru1l. 

Purohane b7 Geraan 1ntereetl wbich are be1ng ileld 

1n Braul tor account or Gel'lll&n buy ere include, accord­

ing to definite atatemente or tile D1reotor, about 

2,000 , 000 oompeneat1on marka worth or cotton, tour hundred 

thoueand compeneat1on aarke worth ot cottee and a1zeabll 

quant1t111 or cocoa an4 aeate. 
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Srorct~ry or St~tt , 

"!~abington. 

1078, Stptt~Er 5 , 2 p , m, 

GRAY 

Berlin 

342 

DatEd SeptEmbEr 5, 1939 

Rto 1d 5:22 p . m, 

PossiblE prEli.min.r.ry to n witl:-dr:n•nl or silv<r end 

ptrbnpa even bnotr ro<tcl co1ncgt from oirculntio~ , tbr 

Oovtrnm£nt today cnnounctd the i nt roduction or rtnt cn­

mnrl{ not£ a of on£ an-1 two marks dtnominn t1oM nnd t hE 

r eintroduction of ~ m;n•l< rrntnunnrk notes . 

Rtprnt to Trt noury. 

KIRK 

NPL 

Regraded Unclassified



TREASURY DEPARTMENT 
343 

IKTI:R OPP'ICt COWWUNICAT10N 

. .... Septe:nber 5 , 1939 
I The Secretary 

,... Mr . Bryan 

\_ 

- -

Early in l!ay in the year 1917, Secretary lJcAdoo sent 
for me and i n our t alk I hPard tor the r irn time the words 
"Liberty Loan•. He had sent for me beoause at the time I 
wns publishing a number or maga~1nes of considerable 
circulation and had had some ex9erience in the creation and 
distribution of distinctive literature. He acee~ted oy 
o#rer to coroplle and, from 11at1nf!a in lilY "Ooaaeee1:>n, to 
d1etribu~ the first Liberty 3ond literature -- ot such ~ere 
the small beginnings or t~e great Liberty L:>an Campaign . 

:n the tlve l oans r.h1ch followed during the next t~o 
years i23, 972,lll,400 wae subscribed, and $21,~77,3~5,850 
or this amount was accepted by the Treasury Department . 
Tnere were 66, 289 , 900 individual subscribers . The bulk or 
L\b~rty Bond subscriptions came !rom the patriotic everyday 
c1ti~en--the small investors who today ar' b~•ing United 
States Savings Bonds . 

Should the need arise , we o.re in a position vastly \ 
superior to that i n which Mr . McAdoo round himse~r when ! 
tol'ted with him on t hat sprine morning 22 years ago . 
Secreta.ry Morgenthau, in his Division or Savln£s 3oncs, r.as 
already set uo and in workin~ oond1t1oa, the ~a&hinery , tr.e 
listings and the trained pereonnel to initiate and consummate 
oost any cempaifn wbich be m1fht coo~snd. · 

Through the Division or S~vinge Bonde, ~nd·at t~e rate 
o! ap"Droxioately 000,000 each 24 hours, the SecretsrJ ?ould 
rPech.with literature and person~li~ed and ind1v1duPlly 
signed letter s -

Every person who make~ en income tax return . 
Every postmaster . 
Every bank president. 
Apnroximetely 2,000, 000 o,.n~ro or Un1t;d States 

· Spvings Bonds, in every WPlk ot 11. e 1!nd 
residing in every section end part or this 
country . 
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New liat1nge could be plated at the rate ot 100,000 each 
d8.Y . 

United States Savings Bonds do not sell themselves , 
any more than di d Liberty Bonde despite the war t ervor. 
It tooK the most intensive campaign ever known to move 
L1berty Bonde, but 1t the demand cnme again, the Secr etary , 
through the work already accomplished tor Savings Bonds, 
could d1epenee with much or this mighty ettort. 

Uore than 5,000,000 individual subscriptions to Savings 
Bonde have been made . Approximately 2,000,000 people own 
Savi ngs Bonde . Theee investors could be mobilized over ­
ni~ht and, it properly direct ed, would forQ the world ' s 
rreBtest selling organization. They could be counted en to 
do yeoman service in putting over any loan that the Secretary 
eight demand. 

Through the Division or Savings Bonde, the Secretary 
may, at any tlme, write a personal letter to the American 
public. 
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StcrEtary of Stat< 

Washington 

lSO:j.. SEptEmb<r 6 , l p . m. 

FOR THE TRBASURY. 

ORAY 

PARIS 

: 45 

DatEd SEptEmDEr 6 , 1939 

RE0 1 d 10: 37 a . m. 

Tht Bank of FrancE this morninr, baa quot<d a buy-

ing ratE for pounds of 175 and dol\urs at 43.10 . No 

dollar pound cross rat< is Q.l ot•d• AmErican banks ar< 

quoting 174 and 41. 50 for th£ samE currEnc iEs r <spEct 1v£ly, 

Practically no businEsS is bEing donE this morning as 

may bt i llustratEd by thE fact that during thE mornings 

air raid alarm thErE wtrE only fivE cliEnts in thE 

)lational City Bank in addition to thE bank EmployEEs 

at thE timE of dEScEnt to tb< sh<lt<r, Th£ Guaranty 

'!'rust bad a similar numbEr . 

AmErican bankS in Paris this morning rEcEivEd 

formal noticE that all mail will bE oEnsor<d in thE rutur• 

and wrrE rEqUEStEd not to s•al thEir corrEspondEncE. 

ThEY wtrE also r tquEStEd not to undertakE to transmit 

l<tttrs ror thEir cliEnts . 
B\ILLITT 

PEO 
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Continoinc a:r teapbona =•••ae ot 12125 todq ;yov. ..-. 

1netnaotecl to o.-1 t he projected !!®til See eo1eoW1c c..U.e ot 

U. O..ttc' ALIIAIIDliR IWIILl'OII ud to •••!&D U. ehip to re£Ular 

d!II.T• y.,.. &1"1 to 1ntom the coop .... tl.nc iraUtut.iorw and I will 

D10t.1.f7 .Ueilt.ent Secret.ar7 ot Stete lluen'ftitll. 

C:Ctos. oretar,r Morgontbag 

~ 

:::46 
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S.,Ma'ber 6, 1939 

Ia nr •all potlUoa et\l.aaMo, U.. 'rroooll!'7 ooa\oJIPlaM4 
ttl l1a& oa Sop\ .. \or 15, $500, 000, 000 of ..v ttauri\loo for oooh 
ad ror.41a« $526,000, 000 of 'rroaOVZ)" DOMI •turla« oa Do._l>er 15. 
!bh vftl4 be." P"• U.. 'rroonq UIPlo oooh balaaoao \o e&Z'J'7 lt 
\hro~ \a Mai'Dll 15\ll wt \hml\ &aT tu\llar tlaauloc tor ..v caoh 
aad voul4 be." let\ »eo.'ber 15 ~·· for rot'aa41A« ot $1, }7&,000,000 
of t roonr7 M\te -\urlJIC Mai'Dll 15. 

,. S.Oro\&17 bu 4Hl414 \ o a\u4oa \be plaao fo r &J17 
flDaaala,; .. Sop\oa'ber 15, n\ bat .. , oo•U \14 blaoolf l>o;roa4 
\hat 4a\o oo \be.\ 1f •"'-' ooa41Uoaa ponlt, \ha f roa nr)' alp\ 
oUll 'be able \o O&Z'J'7 \llrota«b 1 \a orl~rtaal pro~tru 1>7 floaao1JIC 
tor aov oaoh la \be uoow\ of $500, 000, 000 and rotua41•l: \he ! reaou17 
ao\u uooua\1-c \o $526,000,000 aa\urlllfi Dooea'ber 15 oo• Uao 1a 
Oo\o\or or lonal>er. 

!baM open.Uoao 4o 110\ 1ao1D4e '1roatiiJ'7 8111 flnanclllfi vbich 
l aYol Yoo oa looua of $100,000,000 la alaotr- 4&7 1>111o each vook tor 
c"'h with wlllob \o _,a •""riliC h..,. of \ba\ aaoUil\, !biro aro 
o•h'"a.Ua,: $1,)00, 000,000 of f roanr)' \ U l o, 

Ct!'HDH "WtlM l!!l!4f4 la 'l-m!W 
Caall Ptel\la l tU!t\tt 

.l.o a pan of \his prorraa lt -• ooa\lllpla\&4 \be.\ \he 
, ,...,..,. -a Mll tDr1J1« \ha 110a\b of Oc\ o'ber for accoua\ of \ba 
u. s . ..... liiC Aa\borl\7 $100, 000 , 000 of lto ~~~&roatoed o\llpU oao 
to prDY14a U vUb t1u14a \o ••' lto oO&'llitmoo\t for a period of 
&1>0'0.\ fftl' -\llo, .l.loo U OOD\aiiPla\14 MllliiC for &OOOllD\ Of 
11\har \lla leooao\ruUoa liDaDoe CorporaUoa or \lla Co-41\y Cro41\ 
Corpora\loa, or \o\b, $) 00, 000, 000 of \halr saaraatood ol>1lp\1oao 
durla« tho _,b of llo"a'ber, and l a addlUoa rofud 12o6, 000, 000 
of \bo Coaoo41\7 Cro4lt Corpora\1oa't note o aaturloc Monal>ar 2 . 

Wl!!!llaniOUII !here an o\btr ai eat l \ aneou• l'•• la .. 11 
oaoua\t laelll414 lrl. \hit oath poa1Uoa toU M \t roprooea\la,: a&tur­
lac o\lttaUoao vhteb will 'be pa14 off 0'0.\ of f -oui'J 'balaaoot • 
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IJ!ef. Jatt ....... CMU •¢11 llr • ...., ~ - Faa 
CMUii\aU• --• M tllat \MJ' wnU Ub \e rat• -
eaell fer \M J'Maal IMe...U.\e CrMU BaMt of appnzla\elT 
$10 , 000, 000 a _ _. for \M Mst U..... -- 1a ...UUw \e -lr 
nr.Mi .. .,.auoaa. ~. ,.1114 .U. a \e\al flaoaalq •• s.pte.-llar 
15 of tlll, 000,8001 • Oe\ellar 1!j of $110,000, 0001 w .. .,..,.,. 1 of 
$}9, 000, 0001 - oa Dnwl!er 1 of $27 ,000, 000. ~ laat fJ.cue 
...,,._,. \loa •tu'lv w a-t tate . ~ n..-tac ef $21,000, 000 
-·~ ..,...._ .. 15 .... Uoe rata._ ot aa &441Ueal no,ooo,ooo 
1a wM wlU M \loa ftft\ ttat ef Wa -·· 

9*t !!a CMU n pad¥1 ~n an o - r of la\el'­
~ , _ _..leu ~- lan1ft e1\Mr •ell ,.._ .. "' of \M 
!na~ ..... wlo ot lane-h lor ..................... ~·· 
1a ·- ... , well - M - aftllMla \e - \e _, -r "!>'...,. tt.ae. lf .,. ,,._, __ , on41tlw pnftib tlolq$ at W o 
,.fta4. .,... .swau-a _.'"' aot w1.-t la.., w;r att .. tlac 

... --·· ,.. .. ·--""' 1 .... 1 .. - J'otaal ............ eo.,. .. u .. , a. P...._.lM eMu eo.,.au•••· .... tl!e - tar o..,.,.u .... 
""" II- O...n' l.aaa eo.,. .... 

Uea ,.,._ a - \b hr alalalotaUft 
•a,.•••· t.-..o-h ia tan"«• u4 lwat tharoo , aa4 tuao, npaln, 
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_,_ 
.... , _. w&Upq ... • • an 1 hl,ooo.ooo na ... , .... , • "' "''a "• -"'•"- _. • '1 e r 1 .-. -.ooo,ooo. lid *• .......... &a .............. Sa 2 a..,... .."" 
tlf,OOO,OOO Ia ~-- r 1 ; ......... , a,"" ~000.000 Sa ......... _. h, .... , II *' U ... a W tnMIF '- el 
... 000.000 .. a r• a aUF r II PS .... el 15 a•"" h,5,000.000 .,._.., wta tP11i ,.., .. , H ., el ?ahswt. It .... t' ullha, 
...... ..tftll .. ,.... .. -· '" .............. . ' = ''UKI #f!! llle t Tf I 1iaUIIr HI itt' -•1F ,.. • -' ,_ '"r• .. ,_ ,... al a •'U.U.. na .. _. e1 .._. tQ.ooo,ooo .. -'&a " .. ,.... 
t1oa11 mt a• ...,."'" Sa .. t 111 ...u..,. a... e1 ...,. 
........ _- llftiel ... - ..... 15 ....... ,. ......... ww .... _,..,, lir ?!It ,......,. • ..,.. itt ;c a 11 11 11 ..,u..-
u.. ., .. '-·- ....u., Aattwl'l'r Sa "" -· ,, *"5,000, 000, .. 1ft ..... ,\1& ...... a ft II IIMltl-' .1,,000.000 efl ..... 
tUSclatllw, antr .-. .. Me ,,_,_ 1ll11aF AaMII'l'r will w.twr w u. ts 1 Wtlw ...Still Sa .... ,._-. '-~'Sa& _.. ..... ., tnh••• ........ ...,. - ... - . 1lllltRI ·~"'" -•• a ...,_ ?Ut, \e 111.1 11 ............ "" t: -., PI' I utl, 

....... 
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TREASURY DEPARTMENT 

WASHINGTON 

Soptoabor 6, 1939 

MZMOIWIDIJII RIXW!Dlll) 'l'lm OOVIBlOOlll"'' DOlfi) 1W1D'1' 

11130 a . a •• SIPTEKBIR 6. 1939 

.l tdophono report froa tho 7o4aral lleool"''o Bo.Jllc of 

llow Tori< ohowod that th&\ bonk h&4 purcha .. d 1J> the firot ono 

an4 ono- h&lf houro operaUon of the bond •rtot thlo 80rnbag 

a total of $117,000, 000 of Oonruent obl1gaUono, of which 

$26,000,000 wore pnrch&ood t hrough tho otoclt exchange an4 

$21,000,000 o.,.r tho counter. '1'ho pr1coo aro down about 3(4 

of a po1Dt from laot night an4 tho Yo1...., 1o a groat deal heavier 

than Jeotor4a¥'•• 

Upon racolpt of thlo report, Dr. Burcou aD4 llr. llol1lio 

talltod onr tho telephone with OoYOrnor l!arrhon regarding tho 

11\ua\lon. !her ca110 to \ha concluoioo that Oonrnor l!arrhon 

ahould han 80ro Ulan tho ona•poiot loft&T which tho Boa:<! goYO 

ha thia .. mill& and that pouibl7 other •aanno ahould bo tabll 

before tho 4q 1a o ... r. It waa dec14ad that thor would tallt to 

OoYamor kclo1 about tha •tter, but before doinc oo would la7 

1 t before tho Socretarr for hh approYal. 

'l'hor brlotlr 4110111otd the eltuotioo with tho Secrotarr 

and told ht. ther feU that thor ahoul4 be peralttod to 41101101 

it with Oonroor •cclol an4 got, if poulb1o, eo• 80rt flu1billt7 I I 

of operation for Oonroor l!arr1 ooo, !he Soorotarr oppr~•~th11 A!~' 

procedure. ~ •u 
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Ill'. J&ille u4 I 41oauM4 \hlo q'MoUoa wUil m.u­
looleo, wile 1&11 lle WOIIl4 .. _ , u \o llio ..... u._ o-t\tee. 

Lt.\ ... oa, we were \ol.& t.lla\ \he o-tu .. MI...,..._ \o cln 

\lie ..... Torlt .U aao\ller M1t pola\ 1...., 1a aooo....._ wUil 

0111' -..ouoa, ~...,.\he exb'a a~rl\7 wu u\- Wq. 

353 

Regraded Unclassified



:::Jr: 

Suz~ner 
l:cllon : 

·;- Jr: 

'.:: 
., Jr: 

.• J r: 

. . . . 
·· .:r: 

' .. ' : 
:::.Jr: 

.. : 
. .. Jr : 

:: Jr: 

·.:: 

. . 

How are you? 

Bept oobcr 6, 1339 
10: }} a .o . 

I ' m 
you 
nnd 

~11 right. I' d hoped to hnvo a chance to shnlte 
Y the hand bef ore nou , but you 1 ve been busy 

oo have I and I haven ' t coon you. 

liell, . •..• 

Tell , e , where 1s l><rs . •.:or gent:,eu? 

She eets in Fr1~ay cor ni n · on the 6er~ensfJord . 

\/ell , I ' c gl ad ot that . 

vee, a nd so will I be • 

You certe i:olr have had the hell or a ~rip • 

(Laughs) It's been - - i t Wl\s rou:;h , but I llen ted 
to get beck. 

Oh, naturally. 

Sumner , the reason I ' m oc.llin!f you , at Cabinet t!1e 
Proeident said t hat you had an iden about·toroing 
a Tripar t ite AgreeJ:tent with the t>:enty- one Lat in 
Ameri can countries. Hollo? 

Yeah • 

And it you ' ll te l l oe vha t ti~o to~orro~, I' d like 
t o send Cotton an<l. Sallie over t o see you to see 
wha t you had in c ind. 

I t ell you, P.enry , I' l l be dc1i~hted t o. I've been 
workin~ on that prob1ec. It'o Just about toroula ted 
now. I went to take it un w1 th !:r. Hull t his aft er ­
noon and I 1 11 be all ready to morro~< z:torning . 

Do you want to s et a time? 

You bet. Could you hold t he wire Juot a c1nute? 
lo'ho is it you want to send over? 

!!r . Cotton and Earl Bailie , who is with me now. 
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... ... 
··••Jr: 

::: 

·.:: 

::: 
.• J r: 

- 2 -

Yellh . (!lri et ))euoe) I s ten o ' olook all >"i""ht 
t ooorrow norning1 

I t Will b e all r1gh t . 

Ri ght . I' 11 be dell~hted t o see t hem. 

Thnnk you . 

\loll , I ' l l hope to sec you ooon . 

Yellh . './e' l l ha ve to . 

R1e;ht. 

All right. 

Goodbye . 

Goodbye . 
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!il-!Jr: 

Operator: 

!!I!Jr: 

Preston 
DCl l\110 : 

D: 

r::Jr: 

D: 

;.:.:Jr: 

D: 

fC'Jr: 

D: 

::.Jr: 

li::Jr: 

D: 

~~:Jr: 

D: 

Hl:Jr: 

D: 

Hello. 

Delano. Go ahead. 

Hello. 

Yea, Hr. Secretar y . 

Hello, Preston. 

t:e l l no"t;, we're all aboard. 

Fine I 

September 6, 1939 356 
ll:l5 a . c . 

One -- one ~l.ng I just want to as!; - 1t I can do 1t 
t he other way. I'd l i ke t o do 1t some place other 
t han Salt Lake . 

I see. 

It 110uld be cone imperat 1 ve that he should -- tlw.t he 
do th~t beoeu~e I 'll Just have t o slt ln there lf I 
do that , and I don ' t like thnt, you kno~1. 

No, What could you dq? 

1/ell, I OM bring hlCI here to tleohlngt on and put 
him in the insolvent d1V1s1on. 

Insolvent? 

I ' ll put hlo in t he insolvent division here. 

Yeah. 

And, if necessary, I know tha t I oan get Leo to help 
oarry the load, you see' 

Yea. Wall , . what oould you pay him? 

\/ell , I oan pay h im who.tevar you eey he ho.a to be 
paid. 

I get you. 

Now, I ' d like to pay hie leas than t1ve Just because 
ot t he morale of the organ1~at1on. 

Regraded Unclassified



0: 

0 : 

0: 

:r J r: 

0 : 

T Jr : 

0 : 

::l: 

0: 

H!'Jr: 

I' : 

I aee. 

But I 1 11 do -- we - - tte 1 11 ooko -- "C ' 11 ca:<e 1 t 
go anyway. 

257 

I see . lo'e l l , what could -- what could be fairer ? 

\·/ell , I - - I picked t h1a , l-!1•. Secretary . I - - I 
understand t he situation . I t hink t his 1s one or 
t he se thi ngs t he. t 11e jus t ought to do . 

'.I ell, it 'a a <;uestlon of clear1n& the decks 1n order 
to take car e of all tl:~> porto of t he United States . 

lihy o r course, I understand the e::~ergency and I 
t hink t hi s is j us t a cnse ~r.ere wo•ve got to be 
:;ood sol d i ers . 

Ri sn t o . liell , I won ' t uaeh1m unless I have to, 
because I I ve eot 11 j ob in '.1c.flh 1n;::t on llhere I can 
place hi m on this - - 11e • ve ·ot e. Board of AJ>:oeals 
on prooess taxes. 

\loll , you understand I could 'ut h1c 1n Selt LE."'-e 
bu t >:he.t I' d have t o do • .•.. 

Yeah . 

I ' d·ha ve to gi ve h1~ a rcsraroh Job and -- ~itt no 
office . 

No , no . 

And I think t hat o1ght loolt n little bit bad. 

Bad , yes . I agree With you . Ever so o~c~ obl!~e,. 

IUght . 

'l'hank you . 

C.oodbyo . 
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!lerbert 
Gas ton: 

~r::Jr: 

G: 

rc:Jr: 

G: 

G: 

~~:Jr : 

G: 

H: :Jr: 

G: 

;.: :Jr: 

G: 

G: 

:!: !J r: 

Yea. 

Septeober 6 , 1939 
12:21 p. e~ . 

I talked t o the President about the ALEXANDER 
PJU~ILTON going down on a South Seas expediti on. 

Yea. 

Call it ott. 

All right . 

And on t he tiORT!!LA::D •••••• 

Yes . 

358 

• • • •• • he 's inquired -- he ' s asked the ~lavy to find 
out Whether Syrd is-- ia ready and if he's not 
ready to post~one 1t tor a year. 

Uh-huh. That 's fine. 

But call ott t he Al.EXAIIDE!l HAl tiLTON. 

Yes. I'm sending you in a little mcmorandun of t he 
message tha t came from the city of FLilJT. 

Yes . 

They ha'lll 216 ~eople aboard; t here were over 100 of 
Amorioans; they have four doc tors t here; they have 
several 1njur1ed but no -- nobody ln -- in an 
extremely serious condition and the caster thinks 
it's beat tor them to put right into galifax. Re'a 
got enough oil an6 auppllee to ge t h io there , and 
Waesehe aioply told the -- here -- the ski~oers of 
t he two cutters to keep in touch with the FLINT 
and follow t heir own Jud~ont but he - - he th inks 
he 111 have one or more of tho cutter s follow t he FLillT 
into Halifax and t ake the Ameri cans t her e and brinG 
them to New York. 

I thought one of t he children had concussion. 

Yes , one of the ch ildren has a concussion. 

Right. 
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0 
G: 

G: 

::::r : 
G: 

...... ~ . - .. . . 
G: 

- 2 -

Yeah. 

All r1ght . Everything else all r i gh t ? 

Everything ' s unaer control. I' n going to heve a 
nectincr '"lith the Commerce people a t t hr ee o ' clock. 
lie -- we sat/ t he newspaper men this nornini;. 

Yeo. 

:ss 

Havins a little labor trouble on t he Aocriccn ~~i?B 
at New York. 

0 . r. . , !!erbcrt . 

Ri(;ht. 
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Hl~Jr : 

0 cra t or : 

--·Jr : 

. :r.ndol ;lh 
ur~cos : 

.. ~r : 

3 : 

3 : 

--·J r : 

-. 
--·Jr: 

.,, 
~ . 

. :r : 

3: 

.... ..:r : 

ll : 

3 : 

. . 

Hello . 

Dr. Bu1•geee . Go ahead. 

Hollo • 

Yeo, Henry. 

Se~teober 6, 19)9 
1 2: 24 !>·"'· 

Hou ere thi ngs ~o1nr· , Rt~. nc.lol,h? 

'.iell , we b:>ught Sl oUlion . They ' e - - t:~ey•vc 
dro":>p c ci. do>:n a no ther <;uc.r tor . ':hey ' l'e still a 
(iUll.rl;er a~ove t heir - - t heir .., .. r;.1n . '.:e tol d t!'!e 
Dtory to . . arr !::er . r •• :•he:· •rt h.a'l1n a acr:-1on O:l i t 
s~ortly . 

! se e • 

I haven ' t h ep.rd tt.eir r coultc :•ct . 

! sec . 

The buy in:; i s a 11 t tle ,et t a r , .)ar t ieulnl'ly 1n t he 
a!~ort i s s ues . 

R1gh t . 

The r e 1 s sor.>e o uts i de decand r 1e:::t u;> t::rougi. tcr. 
ye lll'&. 

Yer. 

Beyonl! t~at 1t' s s t ill a li t t l e !;cavy . .. ... 

Ri ;;r t . 

• • •• . . and ~e ' re gett i ng a ~od - - good deal of st~~~ . 

Ri ght . 

But I t h i nk on t he whol e it be~ins t o l ook be t t e r , 
as t hough ~1e • re begi nni ng t o - - t o f ind t he :narl~et . 

Ri gh t . Thank you. 

';'he stoclt mlll'ke t 1s 1ndetcrm1nant, a s you ':no.:· 
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H!'Jr: Thank you. 

B: Yes . 

Regraded Unclassified



::: J r: 

Opera t or: 

Ad"11Pnl 
~.nc ~cl'" e : 

.. 
... Jz- : 

. .. ..,-r: 

. . 

... ". 

:::Jr: 

·-·J r: 

Hello. 

Sep t cnbcr 6, 19)1 
12: )0 p . m. 

Admiral 1·/aesch e . Go ahead. 

Hello . 

Yes, l!r. Secreta r y . 

Adoiral , fo r your own oonf1dentinl infor::tation , 
the Pres i dent 's nav~l aide told ::te ttnt t e had a 
discus sion vith t he Preside t ~~in ::torni~t and 
t he ? resident ~~d lt ln "1lnC t Q take c ~rrt o ~ 
the Coast ~~ard over on t: is detail . ?~e ~aval 
a ide c.rsuec. " .!.t. hi:: ~r.t ~f 110 ju£t nsa~<;:~cC: 
the~ and t::1r.t t::e:~ too!: o:"dcrc fro:.l t::e ~v~s~on 
ooo..,n.~din;; , 1 t ou_::;ht to \tor:: ou: all r1 :ht . 

Yeah • 

:s2 

The President is worried nbout refueli n:: , PJl::i he 
enid t :1ey t:!out;:~ t t hey c ould handle 1 t. ':he naval 
aide enid you hnd cooperated oplcndidly ,.,,c. :1c 
aoou1·ec t he !'resident t :1at 1t he d i d it t l1i s "llY 
r a t her t han t !>J: ine; o ve r :u1rt of th e Co11s t Guar d , 
1 t wou.ld worl: out all ri t;:lt. 

I see. 

And on t h e bas i s of thnt , tl: e Proslde:~t 'c -,1:~­
, t t -_-1ve- h .. !~ t o do it t his ~tey, so 1t au;:> o '·ou " - -· 

n hundred percent ooo.·~rot1on . 

Yea. sir . 

So ~~nt's t~~t, and I t old 
tell you in a f ew o inu t es. 
HA!:ILTO:: r eleased . 

G~a ton . I ....,I,.. SS he ' 11 
I ; ot t:.e G-~>1..:D:::ot 

Yeo, ! j unt go t ttord f'rom Oc.eton . 
g lnd to he ar t~at . 

! t:f s eertal:-tl y 

All r1ght . So just keep it i n mind and pi~; t he 
Navy a hundred percent coo~crat1on nnd t~ey ll 
leave you alone . 

Very good, sir. All ri3ht. 

Goodbye . 

':hn:f: :;ou. 
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lopt..bor I, 1818, 

~ ,..,. at ... •• 

1 t.buil< 7"" DOlO\ alDHrely tor tbe aproaal& 
ot pr14o 1a the r-r4 ot ~ ~t whl.ell •• 
octa1ao4 1a JOlll' lnwr ot lopteolbar 1, -al.ttla& 
fO\IJ' raai .patl&, n 1a a ~r4 1a ...,loh 10" -.y 
w ll - pr 16o, tor you han playo4 ..., ••-tlal part 
1a tM ~ ot 111 • 

.Uthoup J011 to14 - ·-u- .... ot JOIU' 
1a-t1& ta lOCTa about tM e»4 ot thl.a -tb, I 
- tonal aoto ot J011r nalpaU& with roal ncrot. 
lo cao oo\114 han r...._d •r• lOf&l a..S tt.ithtlll 
ao,..ioo to hia pn..-11 1a yolll' poet tlwl JO" han 
r...tora4. It baa 'boon a u •ct 00\IJ'OO ot aatlatt.oti .... 
to DO to ho.To 1a a poaltl.., ot a~~eh r aap&al'bUity .,... 
ot yov ability, yolll' 4 ... ot1.., to duty &~~4 yo~~r onploto 
1atocr111f, 

ror tho tina ao,..ioa yo11 haTo r~4oro4 ond tor 
tho pl ... alll'a ot aaooolaUon with yo11 1 oa 4ooply &ratotlll. 
Wa a!lal l all alae JO"• 'but a hall wl. ah tor )'Oil tho 

'""'""' auooaa 0114 ao.U ataar\1011 ill )'OIIr ...,. worlr:, 

Sinoorol)', 

...._'blo • .,.... I, Gi'b'bona 

. .Laaiatallt SoorataJ'Y ot tbe !r••"J'• 

IIIOaww 

<3 
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.... I '• U., 

~ _JJJ&I•~ ~ alnlnilllr r. * 3 ••'• - r---- .,._. et .U D1p' '*1*-
-~ ia ,_ ~ f/1 lett 1 I 1r 1, .._..,."llll 
,_ ne~.t~Mtiao It le a ....,. Ia 'llllell JW 87 

..u -~· ,., ,... loaft ~ - --tial '"'" ia... ., 1t. 

.u.......-,.. taU - - ...... ., .,.. 
1a-t 1• te U.. ...... _, _. et tll1a ..... X 
... twoal -- ., .,.. rMJ.patlD eltlo .-1 ....... 
.. - -w loaft r •-• ..,.. :a..,.1 u& M*N ..nee te IIU p;a ' ia ,_ ,.n tMa JW loaft 
r•ll ... It .. ...._.,.,.. •- .r atleiUMD 
te • te -.. ia a ,.U"-a et ... r1 11 ''"111tr -
.,.,.. Ullltr, ,_ ....... - ....... .,.. .... 1-
11depltr• 

rw _,11M &R"Ylee JWIIeY& ,..,_. ... fWr 
tM tleu- at u-letla wltll JW I D .... lJ &ftw.lo 
.,. 11¥.11 all ... ,.... wt 11¥.11 ... tar,... .. ., ...... ·-· .. -~ ... ,....-~ 

•• elr • 

• =Ill.• •· a' •· K.._ 
......... I I &~ el tilt !reu_,.o 

..,,_ 
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.......... 1 .... 

l "-* JM Mft I~ flit \lie 61f I Uioa 
et .,u. t.a-. .. ~ et thie llepwl' ''IIIla .. --laM f.a ,. .. lnMr tJ6 ..,, I • IE 1, --~ .,_ .... ~.pa~-. I\,. .. ....,.. ia """'.,....., 
-.11 \Uio ,na, tar ,_ IL&w ,~ oa .. ..-w """ 
ia • .uillc et ''· 

.u......,.,_ .. u.- ••-ce•t,_ 
~U.. '- 1 ..... a-.n \lEe oa4 et \Ilia -•• 1 
-- rw-1 .... et .,_ .... ~~ ..t\ll real ...... .. - -u ... --·-d .... a..,.1 .... fal*"'l 
MrrlM W ILia ptW ' ia ,... JM' ... ,... IL&w 
,...__._. I\ IL&e ,_ a V-' •- et a\litanloa 
\i • w ILirn ia a fMlU.. et ,,.. rw1111l'IIW-, -
et ,_ aMU'J, JOIII' -..u- w ...., oad ..,_ .... 1-
la\iVl-,, 

'"' tiLe tlae .. rdM JO" Jwre .... • rrl oat trlit 
tiLe fl.,.. ..... et ae-iatioa -.t• ,_ 1 oa ...,lr lft\itlll• 
"'fe allal1 a11111H,.... M\ aiL&11 •• tw,.....,. '"'" ........... - -~~ la,..--"· 

1'-lr. 

-.~ .......... 01'"-

.t.Nl ..... ~ tl6 • !ra•"l'• 

ao, .. 
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' 
' 

........... 1818 

II¥ ...... ·--· 
1 1:boak 70il _, 11n.-1r tor tho expreoo1011 

ot pri~ 1n tlla reoord ot W1 Depart.llt Whloll -~ 
ooat&l.Ded 1n )'fNif 1rtt.r ot Septaber 1 , tftuaitUnc 
yow re1ipatlaa. It 11 o. rMord 1n Which )'Oil_,. 
• 11 1:o.ll:a pn4a, tor 70il ""- plqed o.a aoo011t1o.1 ,_ 
1n r· -klDc of 11: , 

1 .U-p 7011 told • 1,.. tl• o.ao ot )'0\11' 
lnta&Uc 1:e leo.To abed tbe oDd <I W a -til, I 
taka r-1 D01:e ot )'0'11%' rellpo.tloa with real recret. 
lo Gill oolll4 ""- relldered -· 10)'0ol 1.114 to..l tht11.1 - -oern.oo to M 1 co•• 1: 1n rav poot t11o.a 7011 llo.Te 
.....S-4. It ba1 bee 0. areo.t ICNJ'M Of O&tloto.otlGII 
to • to han 1a o. poaitlcm of ouoh n1poulblllt)' OM 
If )'OV o.blllt)', 70W 4 ... oUoa to dllt)' am )'OUr o-lato 
lntocJ'it)'o 

For tho tlno 1orr1oo rou ho..,.. ralldored ODd tor 
tho ploo.1vra of o.1ooo1o.1:1c 'lll'lb 7011 I oa 4MP17 ,ro.totlll, 
'lla 1ball all 11111 7011, but oball doh tor 7011 tho 
srao.1:eat 11&00011 IUld oaU1to.otlcm 1n 7011r - •rl<• 

81DOOI'01)', 

t ; .. I I, 

~· Stooplaa B, Gl-. 

.lalla- looratar)' of tba !'roal..:)'o 

:66 
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TREASURY DEPARTMENT 

Washington. 

I em sublllit tins herewith f/1¥ reei&DAUoD o.o oDO ot 
your Aaoiotanta , etteotin Sept010bor )Oth, 1939 it tbet date 
ia aarooable to you. 

Aa I explaiDed to you, I regret I O&J>DOt aeo rq 
'ftY OlMr, loDger to coDtiDU8 iD Gonruuot oerrtce a.e I 
ben DOt oD1.7 oDJO)'M liT work tr.eDdQOIIIJ.T but I .bau 
al>M)'a r.card liT association wi tb you u one ot tho ll1ab 
epoto ot 117' oareer. 

Tour ability to ~atoly sraep 4otailo; your 
cepeoity tor work; your open-e.illdod COD8i4orat1oD ot ~ 
coutruot1n 8\l&&l&tion alld your fMrlooanoao iD IIIOOk:1ng 
4ao1e1ono on public quoationo which baTt traquootl,y re­
qu1Nd IliON than ordillllr)' •CNrOS•, ere but a tfl'ff ot your 
Jllll.ll7 worthwbilo elldOOIIIAIDt a • 

The illlpronmoots you ben ottooted 1D tho 
Oooat Guard alone, would in thomsol no bo an accCIIlpliab­
!IIODt Ot a litetlu, DOt tO meotiOD lll.8!17 othore, ICIIlO ot 
wl>ioh I am tlllllil.iar with. Tho coordination ot tho In­
natigat1Te Unite ot tho Departmeot, whioh baa resulted 
in ino:r.oa .. d ett1c1ency, :r.oqu1rod oou1darablo courage 
in liT opinion ae it reprooooted a •Jor 4apertmoutol 
adjuat,..Dt. . You diaplayod onn ""'"" courage >llloD you 
4atorlliu4 to oo,.,_to an ~Dt whioh, 1D liT 
opiDioD, only laolc ot 110ral courage bad del ayed tor at 
lout tittoon )'MN· I refer to the 4ecantro.l1zat1oD 
etteoted in tho Inter11al ReniiiHI Bureau whioh will re­
ault iD a s:ra•t eaTing ot t!JOo alld expou e to the tax­
~ public. 

It I baTe been ot ~ aligbt aaai ot&DDe 1D 
reliaTills your burdeuo111 task durillC the po.at dx yeere , 
I teal t'Ully OCIIlpeneate4 alld I truot you will o......-1 me • 
it :ot u:r tlu I 111Q' be ot oorrtce. 

With aoeure.noee ot rq high regArd alld beat wishes tor 
a oootinue4 INOOeaatl>! C~N~r, I ,_1D, 

Ron. Belll')' Korseotbau, 
Seo:r.ohry ot tho Treaeury, 

WuhiJ>CtoD, D. 0 . 
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ASSISTANT IICIIEI'AIIY Ol'lM£ TREASURY 3 68 
Se~aber 4U., 1939. 

!)oar 11r. s.o:.t&%'7: 

The:. 1e e~taohed ~o the letter or 
realgAatiOII hUftith, 8 OOV7 O! letter addreeaed 
to t ho Pree1dellt, 11111ah I didn't - to deli'Wir 
unleos tbe tille &114 othu el .. lll:e uet with 
your apprt1'11l.. 11hat I would like to do 1a take 

leave tor part o! the 11011U. u I • aJ..l set to 
start 011 rq MW job 110t later thaD October lat. 

Wlll :rou pleue let u ~ 

.• 

I 
' ' 
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1lJ 4eu _,, PrM14utl 

M I 114T1Md :r- 1- April. -· I ~d 'M olll.~ u \lie 
'"71 .-r Mve to ...u-ru• rq aypol-a u an .ANll- s.~ar,o 
of Ulo 'fnuu7 Qd .. tva to :prlnta Uta, I a •llaUU.Jl& rq nolpa,loa, 
effHtln a \he oloee of bui.Deae S.:pt-1' )('\11 , 19)9. 

I wiall 1\ wue :pouibla fOJ' - to ooa a. u rq llll:iblo ""pac11}' 
u o• of ~&J7 llcrc st"n' o uol ot&ldo, - •• I - uph•Md to 
,_ ...S ll.la, ..nn au ,.-n ot ooJil'-- M1'T1oe, I t1a4 -ol'J' 
tu oatwtcJW!c rq d..,uea 1D n.a uttel'. 

11ntJic bad .,....1c1onbla upanuoo u \ba - oa world, 
I bellon I • qll&l1tied to 'rOUil fol' tha ott1o1ea crtpllisaUoa ud 
noeU• bu1Mool.l.u 114a1111ot:raUoa I toW oa alltui.ll& tho ~ 
~. liD I ban wit-- -.:r ~--·· _,of wllJ.oll 
- bHa clu to tho k..,a ~~ of S.cntllJ:T llorp- ...s h1o 
....q ~ with ~ - oout,..crun ngeauoa. ADS a. ot 
h1• il4111J'Ohlo t:raUo baa beea hi a roa47 re~- to ~ req~aNt otteot­
lllC ~ 11iio4ot en 1a the 00Jld1Uoa ot the De))llnuzn•o :porsoual.. 

U I ban beea abl.a, 1D rq hulahlo oa:peo1t7, to add o. iota 
to \ ha etri&1eM7 or Ulia a:r-* ~ or ov gan....a OJ' -
beaa or - aliehtaa bal:p 1a - ~ a., ot tho iclaal.l or 
70V l ..,_ala1n ~ rw t ha __ _. of ov t&1l.Gor aa, I • 
ti'IL!.7 pdat'tll tor \ha o:pportai\y, u4 Ulo bo•r JOOl - ooatoned 
oa u , 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

September 6, 1939 . 

'-.' In eaopliance with YfNr instructions o! this lilCirll1nt: with 
~ reference to crltical materials, the,.., are attached hereto three 

"' \) t:lel110rltlda pert.aining to quinine, tin ond quart: crystals . 

In addition to these itellls, the other crltieal materials 
in which the Arley and llavy are inter ested are ronniln hemp, chro-

1 ~ ~ m1um, tunesten, optical glass and ma.neanese . 

270 

~ Public Ho. 361 passed by the last seosion or Congress ap-
propriated $10, 000, 000 for the pUroheso of critical Cllterials which 

~ are being acquired in accordance 11'ith tho directions of the ~ 
J and llavy .1-'unitions.Board. 

This amount a2so includes cost of establ.ishl.ng stor &&e 
'"' !acUities 'llbieh will be located on IJT:::i and ll:ovy r..servations, IS J well u trei~t and cost ot nainterulneo o! stock plies . 

ent. 

() 
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S00RcB OF SUPPLJ 

Tho Netherlands East Indies produce between 9$ and 'TI 
eent or the c1ncbcma (qujA1ne) bark entering intc 'IIOl'ld trad ~ 
menta tram thia center or product1on are cuataoar~ lll&rl<e~· tc p­

Continentel Europe and the United States tllroullh the Netherlanda. 

Tho productioo or qu1n1ne is ccnt.rcl.led by printe enter­
prise reauJ,ated by the NetherlaDdo Clo'relWIODt. 'l'hia ccntrcl. takes 
the form ot reauJ,at1ng both the amount of trees on the plantations 
and the tc>nn&&• and qu1n1ne contents or cinchona bark harvested .... 
nll aa quotas of bark released for world conalll:lptioo. The un1ied 
States ia required to inelude certain ,..ounta of qu1n1no suJ.phate 
with all :l.mportetiona of cinchona bark . 

Qu1n1ne is esaent1al as a apacitic in the treatment or aW.aria, 
and no aubatitute baa been found 'llhicb 1a acceptable tc the cedicel 
proreaaioo for th1a purpose . 

Four bundrec1 tbollaand dollars (S/.001000) baa IHlen allocated 
tor the pur<:baae or quinine, which is to lMI atcred at st. Louis Cedi­

cal Depot, St, Louia, UisSOlJri, 

The State Department baa diapatched a cabllfll'""' tc the Aoerican 
!Jiniater at tha Hague, requesting that he dbO\las with the appropriate 
otf1o1ala of the Netherlands Govel'IUII8nt Whether the ~1n1n• Syndicate 
can be perau.ded tc -.ke a apacial release of cinchona bark to AJnerican 
quinine ~~a~utacturere (l!erck and c:omp.IV and the N., York DrUg COI!IpaiV) 
tor conversion into quinine sulphate in 8\loh 81001l11tl aa the .t.oericen 
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Oovorrl-'t mq wieb to seeure as a stratepc reserve and alec to 
discuss the pcssibilit,y c! the Dutch Syndicate making a special pri ce 
S:or !\lrniah:l.ng quinine sulphate direct to tho Amerioan Government far 
stock piJ.e purposes . To-date no infonnaUon 1a aveil.able aa to the 
cutc<ne c! these neeoti&Ucns. SpeoificaUone tar quinine sulphate 
han b&en approved by the Arm:/ and Navy l/un1 Uons Beard and propoaala 
for purchase will be released as SO<Il aa eatiatactory errengemente 
c81'1 b& made. 
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SOURCES OF SUPPLY 

Tho three principal till producing eountrien of the ~'Orld are 
l'aley•, Bolivia, and Netherland East Inctloa . The Straits settlet'.ents 
Md Clreat Britain, r espectively, l ead the world in smelter produ ti 
Althou(lh tin has been found in tile United Sts\.os i~ a nu:wer of ~4:;::; 
m=t or tho occurrences are of no eoonor.d.e value . 

1 

In 1931, tlle C".overnncnto of British ~a, l!olivia, !:ether­
lar.d India, and llieeria aueed to a production-eurtail.Dent plan . lAter 
in 19)1 Siul joined the pl.en . An or canitation called tile International 
Tin <;onr.i tteo, l<1 th headquarter s at the Haouo, wu set up to carry out 
1 ~e plans ot production curtoilment . The CorrJ. t teo asai"lled ex;>ort 
q•1otao to each of tl\e participatinc countries, which quotas were to be 
tr3nalated into production control . 

At tho expiration of tile original plan a nerr aercernent was ac­
cepted tO rtll1 J'or three yearo fron JMUal"/ l, 19)1,. In July, 1QJ4, it 
""s announced that Eal~ian coneo, Indo-Ch1Jul, the United Kinfda>, and 
Portu~;al had joined the output rc~triction achOM . 

At the expiration ot tl\is ag:reer.tent in J~~nunry, 1937, tile tl11rd 
International PrOduction Control arreel!!cnt ...... limed in ;>russcls . Late 
in 1937 tile siQ~&toTY countries created a •buf.l'cr pool• 1>:.• contrib"~e 
7. 5: or thoir standard tonna!i"• which woro to be for fe!. ted anC. r edis­
trihated proportiona tely m::otl!: the ott.el' s1D>at.or 1es if any me failed 
to ~roduco its quota. 'l!1e pool will reca1n operative •..ntil Jan;.ary 1 , 
1942, or untU the end of the tl'li.rd re:triction &&J'Oem£nt . 

'l'1n ic essential in the IM!lufacture of solder, bronze l!l'.d tear­

in& metals . 

"or the purchase of tin, $4, SQO, OOO hs• been aUoentedt 
t.in as 1~ prc.;,...ed will be stored at. the Col1lnbua o.,neral. Depo • 

Ul>buo, Ohio . 

Such 
Col -

Regraded Unclassified



- 2-

Jnaaueh u the q.~mtity ot tin al.l.alled the Un1 ted States 1a 
considered tot.el:cy in8u!fieient to ._t ita needs , a cablegram has 
been sent by the State Dopertment to the .&mbaes&dor at L<:aldon far the 
purpose or uoertaining 'llhethar a speo:Lal quota or tin mi(lht be had 
from the :International Tin Ca:aittee for the purpose ot creating a 
stock rUe 1n this country. Pending the receipt or intol11l&tiCID from 
the State Depertlllent, it j.s J>la!!!led noLt2_ i".!l!!.-W 1nvi tations tor 
the purehaee ot tin. It 13 understood there is preotieal.lJ- no tin 
available 1n the Ullited States. 

374 

? 
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SOOilCES OF SUPPLY 

The onJ,y e....,.,rcial. sources ot 11\lPP~ or tho crude quartz 
crystal• a,r, in the s tates or L!i.ruls Geraoa and Cleyaz in the interior 
o£ llrazU. Sorted crystals ready for axpOl't probably may be had at 
the llrazUio.n ports or Santos and Rio de Janorio . 

COIITROL 

The BraaUian llinee are either CIICI\ed by tho r::iners, leased 
tron indirldual.s, or l'r<D the state. The ~ ccnt.rallin& factors 
in the production are the relative small per<:entaae ot U>.is produc­
tion which is sui table tor radio and optical war!<, and tl'.e export 
t&lu!s il:lposed by the states upon cinerala. No quotu tor produeticn 
or conalmlption h&"" been set by the gove,...,t or producers. The Bra.­
zWM ax:port statistics, however, shaw the llnited States to be the 
chief consumers followed clos~ by Oerm~>JV and Japan. 

Quartz crystals are used in radio and tronsm1 tter t·eceivers, 
depth eOWtding apparatus, range finding instruments, precision instru­
ments, in the Jr.anui'acture ot spec:ial lenses and prisma and the lll&nu­
facture of jewelry. 

In the distribution ot the $10,000,000 appropriation by Con­
f:MIS S $100 000 has been all.oeated tor the purch&ae ot quartz crystals, 
whioh1 wUl be stored ..men procured, at the ll"" Cucberland General De­
pot, Hn Cutlberland , 'Pennsylvania, and the \iaahington Jlavy Yard, Tla.sh-
inaton, D. C. 

Untu recen~ quartz crystals nre quoted at $6. 00 per polllld· 
It is understood that ~ eon• in ~kot for all quar~ 
crystals avt.1l.able, as a result ~el\ Uie price his aavanc=.•:;.:d;.__;,:._ 
$12.00 a pound. - -- -
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September 

~ ' of \be J oin' NecWIUon or •-- ·· -·-· ":~ ........ 
lllq' 1, 1937. """"" 1o lM'r\ u to1 ~ 

..._ lo (o) 111 ... ....,.. lobo Ptul.,, lllall haft 

1•- • ,.roe1 ..... u cc liQd..- \b• mt.h<orl tJ or .... u ... 
1 of t:)h .l~ 1\ ob..U \be ..... n..r be ..U..t\ll fbr ""7 
~- dlob111 t.l\1 Ua1ta4 ~l.owo to uftiloM ,..u or 
•·~ llol>do i U ' ' · • • ... eon N • or oth• r obu, .. tt~ o! the 
au- ...-\ or "'l:T belU,.•'"""t naw or of orq oi.&U 
m.....U.. o1.U av1t• ..U•w, .......,. a....., ~1-
ua.. or or ""7 ..,UUea1 .... llcl1'1h1"" of MT t.ad> oi.<IAI 
w o f uq per.- ..oU.C tor 01' .,.. -.it ot \be .,_• 
-\ Of ~ ... cl> aU\<10 or or M!f tGCUOIO 07 u_.w.! 
,,,.,._, -.1 \bin DT "'"~ a"-"' ..;.or.>l:. c1 Y'.l rtril• 
.n.u, 01' or uq _,..._, ..cUnc tor or uu -..It ot Uf1 

O..Uoo ..,. ~ 6'0" """"""'' w11A1n IOil7 a~ab s t.ot.e 
""'"'"'1" ~1"011 &Vif• tlldata, 14...-1 ' ' ""r ~ .• 4•t.o or 
... ob procl..,..U oo0 or to 11111<1 ""7 loua or oxt,.>d r.cy 
eredl\ t.o - .aah co,..,....,,, poUUool ... wnoton, 
~~-. a»Mr1.04 , • .,..,...(11]\ 0 or ~•r11011, or to ..Ucl \ 
or ......tn "'lT - trlw \lGD tbr ••~:~ .ua!l "'" " ""'"·"'• 
~..uuoa1 ...Unc1Alll, r..,u...,, ..,..,.w.1 ¥O<rn,., ... t, or 
'"'~ !""'W 'ftl_a_'\ i t t.h• PH•!~\. aball f'1nc! tha' 
...., MU,. w1ll """ t.o .rro""'L t.h• -.rea l or ,U;or 
1a wrnw oC \be Oai '-'<4 !'\&~"" or U.o elU• " " • be ""7• 1o 
111• cU torootl<:>ao aDd to .... .n<oo\ - lal<r ODd: ro,~ 
\1.- 11 bo oaq :;~......-lb<t, •uw.>' tro:a Ute o;-~at.iool of 
\b1o ..U. ol'CI1J:.vJ -.....UI>l crecU\0 - diort.-U"" 
- ll&d1 ..... 1n aid o r lec&l """...u-· «JMM or & d Jt.n.ct.<Jr 
_.........u;, a..S 1o .. .-.~ gourt!M -....w \reO,.. 
110\1- • o\1>1111 Sa \ hh ,.._U:so -.11 be ...,.I.Ntld w 
~1•1\ • • .,uoi\IU.. or oollHUoo: of teMt to 1>o 
..... t• ucti.al oU ID4 11&11,_ .. , or tor t o...S Ol.d 
Dle\l:iaa to ...u-- ... rr•r'LO$• ..,.., ... cb 10Uci\AUoo 
01' .ll .. U ao .I ~ 1a .....W oa bobalf ot UJ4 C'l>r U M bJ' 
_, ......- ., o~oahaUoo '1111& b ooL oeUot: tor or oo 
Ml>alf of.., ....., ,o•u••'> poUt1oal .. b4l<r1111on, 
r..u ....... ._.... ,..,. .... ,., .. ,, ""' .. u .. tt~ ..UoitaUo• • 
""" ..U•U..• ot t\laO!a oluall be 101bjoc\ to !be o;>.•ro"sl 
of \be PJ'Iaide\ ODd •all be .ado _ ,.,. ~Ucll rol .. rm 
"'•"l.o\10111 u lo• •all .,..,...,rlbe• 

•<•> ,_. ~olaa or \l>lo - \ 1oo obal1 110~ • ;?17 
t.o a r oo.-1 or oJ,Joo-\ of ...-~~- u M:l ..U•\ 
ao ..,_ ctow or \be Pl'lai4el' • , .....w-,u .... 

•(~) ..,., .. • ..Il ~&e u.a , .-sn....- oollr t.h1o 
...U• • or _, roplal.1cU l•,.... b~ • · , ...­
.-Ani• u.e.-r. IN t1n..S ""' ,... ~- s~,:Y-O • 
~ tor DO\ .., .... ~"" t1n ~ « bo\bo 

....u 
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a.w .... de''= ....... - ... _ . 
In'' • ;aa--. au -. ... ...-.u.. ... •m- • .-• cot"'"'~ 1a ... 'llieola\&a "111 .... Ual~U 

... ..-lllriMRta pr: lat ..... • 

l ..... ftM ... , U eU1 - "' ~N\eor\ \U 

- rid.ool - ... _. la'*"•'- ot U.• 0D1W S\a'- _. 1u 

.tu.- '- .-p\ ti'OII • • o~....,uoa or S.C\ toe ) or ttaa 

Jola' " -.la\&a er c.ncnaa ~:>!>,..... llq 1, 1937, u­

IPP't_.,• '- G-"111'- ,._ .. , Polaad, """ U.. lho.U ... 

" a' , x.&aa ...-u.- ... r• ' .,. • 1M ~u· 

at tiM heaW&' at Se~w , , 19)9 11 .. ao1 aeclw U>• 

•tllerltlr at S..U.. 1 ot .... Jola\ ..-h!U011, ord1aal7 

__ .,odlll 101 -.A \a ....a llllort.-\lM obllr oUOOlo 11 «14 ot ltt:al 

...... oU..., _. er • .a.u.e\ar ....-zi17 uaoi1A ""'.-! 

~-~ 
I .....,. •tbor1 .. tlla &""•"'1'1 ot &II• '11'Mau'7 \.o 

~ u.. prodal .... r u.11 ...,piAU. _. "' "' ' '""' 
.. ftl• ... ......,...\loae ..,. I ] - d at.-\ d &ll law &0 "''JT 

.. ·--1'1 .. ~ "' -.n7 _, .... .?J'OddOIIOo 

au ~·U• ..U -u- 1a Ml tuoa ADd att..n 

._ _. •Ul aMltl .. , ""'* .. • or oU>ont•• ,.-\041, 

...... 6. 19,. 

I 
I 
I 
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TO 

'RO" 

TREASURY DEPARTMENT 

INTER OF'I'ICE COMMUNICATlON 

seor.tary llorc..,tbau~ 

ltr, Gut"" \(IV -v_ --------
.t.tter l .. T!ng yo..- ottioe thio .,..,In& I dhouuod w1 th 11aeoolw 

propar-11 both in v i ew ot tlw exiaUn& litw.tion t.Dd in view ot 

oitutlODI eiail 111&ht l ate>' arioe, S. 11 110rld"f> aloog both llnoa. 

S. oan oupply -&h e~oaionod ottloero to t ab oar• ot tha 

u.J.arcod pera-.el DOW in eon~latioo tor tn. preoet oitw.Uoo, 

but it oiro..-tan .. • later require a .... t. larcor oxpanoion ot tba 

Coaat Guard foro•. be would baTe to adopt ... r,coy •••urea t o 

1Doreaae ~ nu.bor ot oa.aiaeioned ottioera. thia oxpenaiou could 

be aooo~~pliohod in three • Y•• 

88, 

1. By !noreul.nc the output ot tho Coaot Guard .lo&dh\Y 

(a) inoreaaod enrollaonto, 

(b) 110ro rapid pro:oot i on and earUor U"d""tion . 

2. !'r<>ou....._ng gradut;oa ot t i rot-olau e!lcinotr!nc school& 

Wbo oould bo given brief, !nteDoi To oourooo at tba 

.load- and on the ahipo. 

the prooOIDt onroll.Mnt ot tint year ,.., at tho AoadOJS;Y h 

From IIIIOlli tbo applicant• who ban pa16od the pbyoioal exoain&• 

twe ..., who oould still be 
t lOZ>a we oould probobly oeleot u ~ u "·• - -- - -

k I tbir>lc 1 t ...,uld 
entered in the new o]:!!_• ~ t!!!. ~ ~ "'!.!...!!. - ---

Regraded Unclassified



.· 
::81 

- 2 -

be wi.H to inatr\lot tho Sup<~!'intend..,t of tllo .t.oed_, to talco "" 

all tho \IIUW>Ooootul applicant. u.p to forty who, in hio opinl.on, 

are sood ottl.oer -terial. With yo\D' con .. nt -- -· I ohou.ld lll<o to ----
tell 'ilaooche to han th.io dono. -----

I a l oo illotructed naeocbo to work Up a 4ota11od plan for 

incroao1JIS tho output of trained otficoro. 

Be beliaToo t ho -...rant orticor oi tuation 1o not a probloa 

ao be baa plto:lty of -terlal aboard the abipa. I aokad IW> abcut 

tho nllllbor of asad otficero 110t in firat-olaoa oOD41t101l for act1" 

work . Ba oaid tboy were f ew &lid that boadquartoro 111d ohoro work 

could be toUIId for them in pool tic111 whore they would bo uoetu.l IUid 

would not &1111 up the ...,rb. 

Newepaper and newsreel men aekod tor permi111on to go out 

on tho CAIIPBBLL. '·'• retuood it. 
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........... lNI • 

... "'-7 .. ..--.. 

.... a.n. 

After 1-.Tia& ,_ .rtieo WI -siaa 1 U-- 'Ill .. ,._. 

,..,.,., •• ,. • ..,.... 1oa ·~ e1-. ..tnl.a& •l' • ttea- ""- ot 

ll_,,._. *1411 111&11' la'- ana.. • h -"1Joc alec -... u... 

•-·•~-ell • '•'-Mottt ..... -.--...,...,-

""' 11 oin-'elll later ,...w. a -~~ W&ll' ..,..u. It -. 
o-il ~haft ,_, loe .... u -. - • ..,_ _,_, ---· -

tu,.. .. tllo a..._ ot .~ •• ~ ottllll'l• 1!U1 -•* oolllt 

lie ·-.. u•• 1oa "'"'" ~~~ 
1, 17 ta-•s...a tu -""' •t t1w eo.n a,..,., ... , .... 

tlol" .... 

(•) ~- -.u-w. 
()) - .... u pr-.\lea • d .... u ... .,..,,.,liDo 

lo .... wl .. ~- ot ~H •&f=o'Wia& 11-la 

.... ...w lie &lY• wut, la-.ln ......... , * ... ,...., .. _, ....... 
a. '-' - •1'-' et tll"n 7-.r - •' t .. ••'""" lo 

ea. ,._ --c tile .,,u-'• - loen pau ld tbo pllpllal on••-. 

u- .. ..,,.u ,..._17 11*' 11 .., 11 .__, •• ooul4 nUl lie 

. -~ I tilllat lt _.u 
.Wet la taw- elall n-.t.a tile-'--· 
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:U:: JUTIZS OF COS'l'O!;S BURF.AU AND COAST 
GUA 'lD UNDER lf£UTRALITY PROCLAIIATIOIIS 

September 6 , 1939, 
9 :30 a .m. 

Present : 

1!. ~.:. Jr: 

Johnson: 

h. :! . Jr: 

Hones : 

14r. Hanes 
llr. Gaston 
llr. Foley 
Mr. Cairns 
!.lr . Johnson 
t.ir . Waesche 
Mr . Duffield 

!low, I road this t hing, and would it be CUe toms -
why not do it this way? can you tell me verbally 
wlu>t are you doine, bes innil\1; Y~ith todey, in 
the porta in regard to forei<:;n vessels? \:bat 's 
the thin& thtl.t you do? And ~:aeecho can tell me 
what he does . ~ese two teachers will look to 
you. 

As the vessel arrives , the Collector of Customs 
will send his representatives on board, if it i$ 
claimed to be a merchant vessel , to determine 
whether or not it is armed for offenoive purposes 
to t7ork f or acy of tho belligerents . If that i s 
determined i n the nff1rmo. ti ve , tho boat wi ll be 
tt•rned over i l:tmodiately to navlll officers . If i t 
1e determined in tho ne6nt1vo , thoy t7ill pt•oceed 
with the r egular Customn tren~mont or the beet . . 
Secondly, ns the boat soea out , the boat end 1ts 
cargo <till be exru:tined to do tornlne \1hether there 
are any viol etions of the no•ttrnlity, either in 
the operation of the boat 1tnelf or oid t? the 
ollitnry purposes of bellicerents or ~hetner the 
cargo contains l!l1lllltions 1n violation of the 
l:eutre.l1ty Act . 

Hello, John. 

Good morning. 

How are you? 

(Banes co:;:u in} 

I •nt just t;o1ng to school. 

Johnson do you nind otartin5 once ~ore ? 
just asking him to see what he ' o doing as 
start in once more . 

I v.•an 
of todllY· 
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Johnson: 

r: . _ . Jr: 

Zotu~aon : 

r .. ·• J1 .. : 

Johnoon : 

: . ... . Jr : 

Cairns : 

Johnson : 

_ ol oy: 

L . ..! . Jr : 

Johno r.n: 

H . ~.~ . Jr: 

Caston: 

' 

- 2 -

As a boat claimed to be a ~orchant vessel cone• 
in, the Collec t or or CUstoms will uond h i s r epre ­
oentat1ve on board t o de t e l'l!linc whether or not 
it is armed for offensive purposes . I f that is 
Clo tennined in the a ff1rmnt1 vo , t.he boat r~ill be 
turned over to the l!nvy . If i t 1u cJ e ter rnined i n 
the ner,n tive , r~e will pt•ooecd with our r e£U).ar 
CUato1~s anel Co11!!!1orco treo.tcont of tho bont , 

As t ho boats co out , t hey will o.cain be inspected 
to deternine tlhether the~· are to be used f or any 
military purpose for bell1&erenta, ond tl•t> co.::-go 
wi ll b e inspected to de t et•nine \'lhether there ~s 
an7 violation or the n~s ornborco . 

-~011 , i s it as e1mpl e n~ thatT 

That ' s rather conpl ex in detail . 

Yos , but .... 

But i n broo.d outline it i s n• oih1pl6 o.s tha t . 

Do you fel l ows o.t;r ee? 

\'ooll, you ' re c oinc to toke up tl•e pnosportn, ::ou •r e 
c;o1nc to look at t ho pnnson.,.or 11ot , detail s of thb.t 
sort . 

r or the Stc t e Denartnent we o.re tc.l~in,: up pass;::,o:- ts 
issued by the t:r\iteel States whi cl: !'Ave not been 
val1dn ted since Septec:bet• ~ th of t nis year. 

'i'hat ' £ t he l etter you eicnctl last ni£ht . 

~ t h i ~- · been ~1ven out t o the puclic -
!low ho•• much or s , ,..~ " 
what you ' re tellin;: me? 

h i to t he publ ic ourse l ves . 
lle ' vo rel ea sed not n£ 

\lhy d on ' t you • • • • 
1 t ho Prosiden t ' • proclamn tion. 

or course , 1t ' 3 all n r osterdo.y doscri bos t'lhnt 
The f i rst proclruwt 1onp o sl de:t t ' s t r:o procl nna tions . 
our function is . The r o 
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Cal roe: 

Gaston: 

Co.irrull 

Caston : 

H. M. Jr: 

Johnson: 

l!anea : 

Johnson: 

Hanes: 

Johnson : 

Cas ton: 

H, li , Jr: 

Johnson: 
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Did Duffield give out the CU ni ght? ato:na telegram last 

On the passports? 

No , to enforce the lleutrallty Act - the summa 
telegram that we sent the Collectors last nigh~ . 

I don 't think so. 

(On phone) Send Duffiald 1n 1 ~ , p ease . 

Another incidental detail 1a that 1 t will be up to 
the Collectors of CUatoos to see that citizens of 
the United States do not travel on vessels or the 
belli gerents 1n violation of the neutrality laws. 

You mean they ean 1 t leave our porta on any fore1s;n 
veaael . 

On any vessel of a belli gerent. 

That ' s what I mean, 

And they eon come in for t he next ninety days , if 
the voyage has begun before that period. 

386 

The question of whether arno.ment is defens ive or 
offensive m1&ht in certain circuoatances be rather 
a tricky question. ?/o sent out a letter several 
days ago giving them instructions on bon to decide 
whether o.rmacent is offensive or defensive . For 
defensive purposes they ~ carry as nany as four 
gune up to a calibre of aix inches. There are a 
great ClllllY other circumstances to take into con­
sideration to decide whether that a~nt is for 
offense or defense . And that 1a in part a duty of 
the Coast Guard i n cooperation with the Collectors 
or CUstoms, and the Coast Guat'd also has to go 
aboard merchant ships and seal their radio - that 
ia, if their ships are belligerent - seal their 
radio while in port. 

!low, who. t are you - are :~ou (Johnson) through? 

Yea, air . 

Regraded Unclassified



f! . :O: . Jr: 

· .. o.eoche : 

Caston : 

F . ~. Jr s 

- 4 -

No., , .:hat are your ( liaeeoho) duties? 

Of course , we will assist the Collector of custOJ:lll 
in carrying out all his duties, no that may be 
necessary, as far as inspection of ships is con­
corned. Speci fically , in addition to that , when 
CU5 toms boards a merchant vessol of o. bell l.get•ent, 
a Cous t Guard off i cor will r;o o. board w1 th the 

287 

CUa toms people a.nd "ill aco.l the radio and will be 
i n full charge of t he t•ad i o While it i n i n port , 
and t~e seal wi ll not be brokon except by pe~iss1on 
of o. Coast Guard officer . 1/o hnve nade nrr e.nr.ements 
with the Federal Co~ications Co~asion , or will 
mnke arrnngei:J.ents , so thn t they can break the seal 
with a Coas t Guard officer present , to carry on 
their routine duti es t:1th respect to radio. It 
the vessel is a tJBrchant voasel of a non- belligerent , 
then i t is un to the Di stri ct Commnnder of Coast 
Guard to determine f r om cir~ucs tancoa whethe r the 
radio should or should not bo sea l ed, And the senl 
will not be broken until tho vooaol leaves the pol:'t , 
a nd it wi l l be up to tho Con~t Guard to see that 
that is done . 

In a ddit ion t o tha t , the Coast Cuo.rd will "be in an 
ndvinor y capacity to Col l ectorn of CUstoms a s to 
Vlh& thor an arn'.anent i • offonsi ve or defensive . 

Now , i f it dev~lops tha.t munition~ to nny e r ea t 
extent are loaded at port , then t~e duty ~ll 
devol~e on coas t Guard of·surorvi8ine t he loadinG 
of t hose explosives and nlso t he supcrv1!1nb _o!. ~ 
tho anchorages of tho por t . :lurtnc t he • orla .. a: 
wo had over 1400 men in lie" York alone doinc nothin<: 
but acting as ar:ned guards on veoneh , lookir.c nt 
e losives and suoerv1sine the anchorages . On~ 
of' tho things tha"t alotnya apponl cd to J:lO 11as tn::~ 
nobody coul d wear nails in their ohoes if the " dp 

l 1 Thn t would Nl<e n vory lare e an 
had exp os ves . t Guard if t~c situation 
i mportant dut y of the coas 
develope • . 

Only in case of the repoal of t he a rms embargo of 

t he Neutrality Act . 

~~~ ~e~~~v!~~e~:;,i~~=yt~a~~em~e!:U:;Y:nd 
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Johnson : 

f . !.! . Jr: 

Gaston: 

Fol ey: 

H. ll . Jr: 

Foloy: 

Gc3ton: 

I!anoe : 

Hanco : 

Gaston I 

.· 
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Commerce Departments , under such further division 
of r eaponaib1lity as the Secretary of the Treasury 
and Secretary of Commerce may mutually agree upon 
responsibility for the enforcement o r the Neutrall tv 
Act . " .1 

Now, where does Co:nmeroe COMO in on this? 

Unfortu110 toly , the last reorcan1ut1on "order did 
not t rens fer the !'unc t1ono or tho lla v 1t;a t ion Bureau 
to Customs , Coast Guard nnd the l:Sritice CO!lll:lission, 
as was recomnended. ~eretoro , our Collectors of 
Customs act directly under tho uepartment of Co~rce 
1n entry end clearance or vessels . 

r;ell , a r;a1n, as far as I know - hna an:fbody from the 
office of the Secreter-1 of tho Treasury consulted 
with the Secretary e-r Co..'"!rlerce to ::ee the. t t.>tis 
thing would be smoothed? 

\loll , vte've had three o1• tour di!'terent conference:: 
with Colonel J ohnson and sono other people or the 
Buroeu of Naviuntion on particular point s , not on 
this - genera l d~>ties undo 1• the proclrunation. 

Johnson, Asoistant Secretnry of Conunercs . 

How, ho>< about as or t hia morn inc? I mean 5 0 thc1•e 
won't be any confUsion . 

r:ell .•. . 

I think i t would be vory dcdrable to have another 
talk with coemerce and get atraitbtened out . 7he~e'• 
r e ally nothin~ that c~erce oucht to do in this 
situation. 

As a practical t~B-tter, r:erber t , they take their .... 

• . . • ordors troo us • 

• • •• generally fro~ uo . 
1 to clearance - t he Collector 

Everything prelim nary ity 00 Collector or eustocs 
or Cu3toms in his capac a ent f or the _,apartment 
certi fies to himselift' ias al~ :•ight to clear t his 
of COI!!Mrce • that s 
boat; then he clears it. 
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H. t.I . Jrt 

Hanes : 

h. M. Jr: 

Caston: 

H. . M. Jr: 

~~o.esche : 

easton: 

'.'~aesche : 

li . M. Jr: 

·,·:neache : 

H. r.:. Jr : 

Hnnon : 

H. l!. Jr: 

Gaston: 

P. . t!. Jr: 

Cnston : 

Johnaon : 

Johnson: 
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But I just - who' s been conto.ct1n~ Commerce? 

Johnson and Herbert . 

Then would you contact them thia momin~ to make 
aw•o e voryt hinG, is all right'l 

Yoa, yea . 

289 

But there is a o'ureau of tlav1ga t1on Tlh 1ch should be 
transferred to CUstoms? 

Bureau of tlaviga tion and Steanboat Inspection. 

7he whole thing oucht to be split up; . the three 
dif.feront functions oueht to GO to Coast Guard , 
CUsto~s , and the ~ittoe C~ssion. 

You (H. U. J r. } approved that . 

You can ' t do i t with Concroos not here? 

No , s ir. 

lie has no wnr- t1no power&? 

You could do 1 t adll\1n1otrat1voly , ~Mlte 1L 1·:ork a 
lot smoother. The Prosic ent - l think he could 
i aauo an order - that is, off the record, he could 
i ssue an order that Cor.~eree Derartcent t nke t heir 
inn tructions .from this ;)opartmont , and ease the 
way of ndr.11n1strat1on. 

~iell, Herbert, why don 1 t you talk w1 t h the Presi­
dent ' s Adoinistrat1ve Assistant , ~. Uc3cynoldsf 

Ho ' s a tough man to tal k to . 

l'ihat? 

He ' s a tough man to talk to , but I 'll try it. 

He 1e not hard on this point. 

l'obat? 
He 1s not hard to talk to on this point. 
he 1s very much 1n favor or 1 t • 

I think 
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H. l!.Jr: 

Gaston: 

H. M. Jr: 

Johnson: 

!! , !.! , Jr: 

Gaston: 

Johnson: 

llnneu : 

Foley : 

Johnson : 

Foley: 

E, li! , Jr : 

Fol ey: 

H. K. Jr: 

Gaston: 
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Well, '11'111 you talk to Conmeroe' 

Yos . 

It sounds a s though every thing ia all right . 

It ia. The functions or Comme r ce are just aa 
Mr . Gaston described them, to clear the vessel 
when CUstoms says i t i s all right to clear it. 

Vlell , just so everything el1eke , will you talk 
to •... 

We'll get ~onroe Johnson over here todaJ . 

And talk to h1.1:1 . 

Well, what el se i s there' I just wanted to cake 
sure . 

Now, in general, Mr . Secretary, "0 Y11ll trent air­
craft in the s!lllle manner a s vessels, ~le don 1 t 
anticipate very many aircraft to deal with , 

\',bat doos it mean that canada is not included? 
Does thn t mean wo can ship to Canada? 

Until she declares war . 

Except fot• trans i t purposes . For her own armament 
purposes we can ship - !or canadian l:lili tary and 
naval forces . 
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And if 1 t becomes necessary to bar shipcenta, we 
can do 1 t by adding Canada 1 a OAU:Ie to the neu tral l t y 
proclamation. 

On the orders - I ' ve got here the deliveries on the 
French - they've taken eo far •••• 

Airplanes . 

,,,, airplanes. And tho Engli?h I haven 't got. I•ve 
got t he French orders here. \/hat ' s going to happen 
to t h ose orders? 

Can ' t deliver another plano until tho neutrality 
embargo is lifted. 
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II . !.!, Jr t 

Johnson: 

H, M, Jrt 

Fol ey: 

Hanes : 

H. M, Jr: 

Hanes : 

H. M. Jr: 

H, U, Jr: 

Dutt1eld t 

Cairns: 

Duffield : 

H. ll . Jr t 

Duff ield: 

l!, ll , Jr t 
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Couldn 1 t they send t he parte to Canada and send 
t hem from C&nadaf 

Parte of a irplanes are in tho aame limitations . 

The President · kopt say1nn oonois tently that thev 
could, • 

Well, he signed an 01'<!er aayl.ns they couldn •t 
yesterday. 

This says the Hartin Company delivered 200 bombers ; 
Douglas hasn't delivered any , 

391 

(Foley explains t o H, W,Jr, po rtion o f proelacat1on 
regarding parts ) 

He ' s consistently told mo , told Bul.Htt, told the 
French - you (Hanes) 1:1\lll t have heard him 1n the 
various discussions - tha t t hey could do it, 

That's right- at the last Cabinet meeting. 

Yea ; only said so yesterday . 

(Duffield comea in) 

Come 1n, Duffield. Gene , thoro are t wo tll ings; maybe 
you've taken care of them. First, has all the stuff 
gone out to the press on what we've done in CUstOlllll 
and Coast Guard as a r esult of the President ' s slgnl.na 
tho proclacationT 

There were only two tolegrama, weren 1 t the ref 

'l'ba t 1 a all . 

Yes , that's gone out . 

~ell these people gave a vory cloar expos 1 t1o~ of 
it ' 1 wonder if t he press understands .tlat we re 
going to do, and our reepone1b111ty . 

I'm pretty sure they don't . 

wel l now, Herbert •••• 
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c 
oas toJt : 

t>uf.field : 

t . ~ . • Jr : 

i-.nnes : 

,, . :.: . Jr: 

:.\U' : lolc\ : 

. . - · Jr : 

-"r iold : 

li.anua : 

tt . :.~ . Jr : 

;;c.~toJt : 
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Let them cone into my offieo d ' ll 1 t t o them. O.lt w' expl ain 

Fi ne . \/ill y ou do tho.tY 

Yos . 

' ocause ·! thi nk - o.ncl I ' d toll then: acout tho pass­
ports . l!y theory is ti:is . I 1·: ioh you ' d all l isten 
It ' s nuch better to expl ain publicl y ~nat rou•re ' ' 
c o1nt; to d o thD.n to hnve nn .'.M~ rice.n citizen •e t 
on the ;;an<:;>lank and so.y , ""'hia bhnl:e ty- b laJ".l: -
wl~t~t 1 s he hold in.:; l!O up t'o~? " If he t•eads i t in 
tho pupor , ~e knor.s ~hot ho ' = coin. to r~ve to co 
throucn. Don ' t "ou a z reo , Jol1nY 

Yes . 

So I thin!: I'd !'11.1Ch rat::c:• explain .. ne'o ruleo and 
r t: c.:ulations i."'l. s clvance , so a. nnn - an f_...,e ri ce.n citizen 
len OTIS 11ha t he is expoc tod to d o , :-n tl:ot• thnn have 
h i n on the c,ant;planl< nrul have n fc llol': say , "7:ell , 
your passports are n9t in ol"dor nnd •·o •re sorry , 
you enn I t sail. II So I t h in\: i f :rou ' d cet the boys 
tocother and l e t Her bert , v:hoovol" elso 1s necessnl";" , 
er.p l nin i t , see? 

Pine . 

~:en , the Adoi ral hac ~ol n h~~n i ntereot story 
rot· you abou t "endin" those tTIO cut ters ou~ nnd 
takin.,. these pool' puopl e orr th• oe ::~cre:-.ant nen; 
I cenn the people a:-e hun~l"Y , h:lven ' t :ot enouch 
food to b :""in!; tt.en bc.clr . ~o ' e ~endin_ tr.o cut.ter: . 
Hw::utn interest story thoro . 

Cood. 

Jolu1, anythinC ol~e? 

( Nods no) . 

Want to ask anything ? 

( l!nndtn::: u . :~ . Jr . a t c lcc ranl 
tel ephone conversa tion. 

"'hu t eon!'ir:oo ;rour 
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H. l!! . Jr: 

Go.ston: 

Foley: 

E. :!. Jr: 

- 10 -

I spoke to him. 

Yes , tba t just confirma what he told you . 

11ell, that ' a all I've 
11ke to talk to Johrulo sot , l'.anca and I would 
cody olse wants to shontn nL~ute , unless so:e-o some t hin{; at us , 

Al thouch nobody k .. h thi nk it no,,s " ere the Brenton is I 
would be a pretty good id 

1 

~~~ ~~~~~a~~m!~nt~o~~ ££n:00~v~~c~~ei;u~~ g~t 
ment, Tre vr1ll have oi'u- facts to etho~~n Govorn­
~a:• ;nd if it's all richt Trfth you , I~~\ike 

ve om U&nnlna go to !lew York and interview 
Harry Durnin,:: and the other people up there -et 
:;e s tor;,• fro::: t ho people here 1 so that ..,0 ;il\ 

ve a paper record. I don• t know whether .:e 
will ever be sued or not , but it's possiole we 
might be . 

Good i don . 

!>l!f ~ield : I know where she is . She ' o out on the ocean some­
whore gett1f16 "For Sale" oainted on hor aide ; then 
she 1 s going to come back to llevr York. 

'l . :.t.~: i:bat eleef 

Foley: After the Co.binot neetinc; tho other day you ssid 
that the President wnnted to lcnow whnt coer gene7 
p-owers he bad, and it sounded M thouch oonebody 
TillS talkins about issuinG a e;en~ral proclru:lllt1on 
of emer~;ency to invoke nll of tho wnr poV!ers . nell , 
I ba ve a memorandum here that oa tnhes up everyt.'ting 
that would o.ffoct tho Treasury thnt we con think 
of 

1 
or your powers . And I don 1 t thin!: it io a good 

i dea to i souo any general proclamation of emer£eney. 
I think aa wo noed each of these specifi c powers 
we oueht to make the particul,nr f 1ndi flG under that 
statute and l\'e ouGht to invoke thoae powe:-s , but we 
ought not to alam anybody by puttinc out a ~enoral 
finding, which would have to be so broad and s~eeping 
1n its terms that it Ditht disturb public confidence 
and at the aame time eight not leaally moot the 
speci fic roquirottents of each statute in so far as 
those detailed findings are concerned. I think i t 
is much better to deal with the matter ns the 
occasion arises and we need tho powers , instead of 

the general procl amation. 

.. 
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The impress ion I got 1s that he - he did wbs.t he 
did yes terdey and now he ' s goins to roa t and l~ t 
the country ca tch up with him, That ' s the reeling 
that I got, and I hope that ' s what he ' ll do so 
will you hang on to that? ' 

Now, you (l'laesohe) are going to rooruit up to full 
strength, aren ' t you? 

Yes , sir, I understand the President approved the 
thoosand =n. 

Yea . 

>~11, to get full strength, we'll need core tnan 
a thousand, but by t.'ult t1rto we 111 lulve another 
apportionoent r equest. ne •re going to eo ohead 
and include ano ther thous11nd. 

D&n Bell lias goina to prepare a roq,uest to the 
Budget. 

DAney Bell t a lked to me last night , rre •re sending 
over a reapportionment appropriation vlhich the 
President has already approved, to enlist one 
thousand add1 tionnl men. That will not be enoUjlh 
to bring us up to strength , particularly 1f we 
should need to supe rvise oxplonives. 

\loll , I got you what you want . You said to co 
a thousand. 

I thoueht I said two thouaond. 

No , you di dn't - excuse me. 

But aeyway, a thousand will do us a good start . 
I moon to say we can't • . • • 

I got yo\l uhllt you asked for . 

u nod 11 damn good suggestion. 
~~~'W:n{:~rt~g~a~~ on at that t imo five thous~~ 
CCC boys. Couldn' t you use o thousand or so 
you can pick them - NYA? 

i the coast Guard. Oh yea, and enli st them n 

• 
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r:nesche : 

·;:nesche : 

"::c.e!lcho : 

· .. aoacho : 

Gaston : 

h . !! . Jr: 

Gaston: 

..: . ': . Jr : 
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Well , no , keep them on the PO.Jl'Oll •••• 

or tho ccc. 

CCC . 

lie 1d have a l i t t l e - I thi nk wo l d hnva some d1ff1-
cul ty 1n hand l ine thone boys . 

\"iouldn 1 t be any use now? 

llo , sir. But we can onlbt thom i f •-e put then on 
our payroll . 

:ss 

You can enlist anybody . !lut I cl1cln 1 t !:now ~ether 
a thousand or f i ve thou-sand - I a ean whether :rou coul <\ 
so::>e of then in lif., :a vine- s tation s , sot!1eth1!1,!; like 
that 

1 
t•elievc thoae people . 

llo , sir, I feel 
t rol over them. 
wanted to . 

the. t we wouldn I t hA vo very ::~uch con­
They COI~d loavo nnr time t hey 

All rieht , Any thin r; else? 

No, I th ink not . 

You take caro of e:tpl ninJ.:lC t h is tltL"lc; . 

Yos , yes . 

0 . K • 
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TO 

TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

: 96 

D4T& Sep~r 6, 19$9. 

Soorotary MOrgontb&u 

1lr. G&atca 

.&dairal l'l'aeoohe oallod 110 at llo 25 to report a Meaago troa 

tho CITY Of' PLINT in r ooponoo to our iDqlll.ry. T1w CITY (JP FLlliT hae 

on l>o&rd 218 ollrT1Toro ot tho ~tl\enl.& 41aaotor, ot 'Cloa 106 ..,.. 

'-ri O&D& oal UO alieno. '!lw ah1p 1 1 •llt4r reported that tho 

Ol!rTiTOU - r o ._t too UI>OOatort&blo0 &D4 that DOI>O ot tho l.njozrecl 

• • 1A l l l"lou oozuUtiOD.. !here ia =e 0011ouaaion a.Di ae-reral 'broke 

liMa. !bere are tour dootora aboard. The ••ter bad tood and fuel 

tor roao~ llal.itax and thou.gbt it b01t to pu.t in there with all 

aurTiTore rkther than to atte~~pt a tra.neter at •••• 

"'laoaoho hal inotru.otod tho BIBB and tho CAlll'BELL to prooeod 

aa ordorod, to keep in contoot 1f1 th tho PLIMT and to u.ae their d1 .. 

orotion. It 1o h11 proaont intention to h&n tho BIBB aooompo.ny 

tlw PLIJT into llo.l1tax aD4 to bring tho .U.rican au.rTiYoro troa 

llal.Uu to !low Tort,. 
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MJD ORAY 

Berlin 
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Dated September 6, 1939, 

Reo ' d, 2 p, m, 

Secretary of Sta te , 

Washington , 

1095, Septe~ber 6, 10 a . m, 

As outli ned by the decree of September 4 and by 

presumnbly app1•oved articles by financ i al wri tera Gerl:l&n 

war finaut'ing •111 be along the .Collodng lines : 

One, Drastic increas e of taxes , 

Two. The loweri ng of pr ices ana wages which will 

roduco the· cost of v:ar s upplies , 

Three, A saving of SO% nccoru.lng t o financ ial 

writers on all non-mili tary government expendi tures in­

cluding the suspension of all public construc tion which 

has no mi l1 tary significance. 

Four, Short and long t erm borrout~. 

The new taxes and the contributi ons l evied on the 

states and municipalities by the war economy decree of 

Soptember 3 mny be expected to yi eld the follofling 8Jllounts 

of additional &nnual r avenue (rough estimate) : 

(1) Surtax on i ncomes 1, 5 billi on marks . 

(2 ) Tobacco a nd beer surt&xes 1, 0 billion marks . 

(3) Increased exci so on spirits 0, 1 b1Jl i on marks . 

(4) Refund of 15 per cent of the s tate and municipal 
shares 
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shares in the Rei ch income corporation and turnover tax 

0 , 4 billion marks , 

No estimate is available at this time as to the 

amount of contr i bution of the mun i cipal i t i es of from 2, 5 

per cent to 10 per cent of their real property taxes and 

trading and r~sidence taxos but it would appear that to­

gether the foregoing additional tax measures would 

yiold the Reich something over 3 b1111on marks ~r annum, 

The amount •.n i cb tho Reich Govcrnm<>nt will save through 

the r oduc tion of prices and lowering of VJ&ges cannot be 

estimated even approximately at this time s i nce the 

Price Commissars ar~ gi ven latitude in enforcing wage 

cuts and price reductions , Tho aboliti on of extra pay­

ments for overtime, Sunday work, etcetera, will be fel t , 

moat severely in the building , munitions and cach1ncry 

industries where 

(E!ID OF SEC'II ON ONE) 

KIRK 

CSB 
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Storttary of Stat E 

Washington 

ORAY 

BERLIN 

Dat t d StpttmbEr 6 , 1939 

Rro 1d 1 : 45 p . m. 

1095, SE_pttttbEr 6 , 10 a . m. (SECTION TWO) 

Of lat£ it iS EStimatEd that probably clOSE to 

On£ fourth of thE total wagEs paid cona13tEd ;,t such 

txtra paynEnts. As rEgards po~siblL savl~s 07 

• 11mina t1 ng SO ptr c rn t of public oons truct io:J which in 

1936 totaltd 7,9 billi on marks i t is dou~~Ed t hat 

this can imll'EdiatEly bE aehitVEd sinot tmrt woul d bE 

an untmploymEnt p roblEm until tht workErs could bt 

absorbEd into mil1 tary strviot or an E xpandtd mun1 tiona 

industry. SuspEnsion of work on tht aut1bahns and 

city rEconstruction would ptrmit a saving of two to 

thru bill ion marks pEr annum. 

At what rat£ and in what form tbf: R<ich ExpEcts 

to borrow thE ntxt t£w months 18 not known yEt . Tht 

txcrss purchasing powt r crtattd by thE var i ous r ationing 

mtasurts 'IIOUld SEE m to makE th£ mom•nt prop i t i ous t or 

floating a public l oan i f public s£ntim<nt is favorablE. 

Tht gtntral anticipati on of financial comm£ntators haS 

bttn that in cas• of war thE rathtr complicatEd txptnsiv£ 

and Ul'I£Qual systEm of financing through th£ • nEw 

financE 
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rinano• plan or i ssuing tax anticipe.tion crrt ificatrs 

would bt disoont i nurd but no official indi cation of 

Early a-ction alo~ this 11nr has yrt beEn forthcoming 

although Finance UndEr SecrEtary Rrinhsrd said that 

aft• <' Ma::-ch 1940 thE unfortunate thrtt Y<ar tax 

crrtifica t Es of class two 'lhioh had bun stlling at a 

discount of 5 to 7 pEr c•n t would bE discontinuEd, 

";t'h£ action in incrrasing taxu and l0'17tr1ng 

wages is cons l.c:'. ErEd urgEntly n rcruury nu~ D'lr: ly to 

oovrr war Exputditur< but to uboor~ tht addi t!onal 

<OO 

purchusing po·.vtr rEleascd throush thr rEJtrictivE rati on­

ing of consump~ion goods of v1tnl necessity Which other­

wise would hav£ ltd to an exctssiw d<lllllnd for non-

tssrntial goods which could only wi:.h grut difficulty 

bE subjtctEd to rationing. A private EStimatt placts 

thr "£xCESS purchasing pom:r" which will b< crEattd 

by thE prEs tnt rationing !!IE aauru o. t from tlcvtn to 

twelvE billion marks prr annum, This estillllltt is based 

on the viEW that prEstnt rrstrictions on mort <xptnsivt 

roods may rcducE by as much as two 11nd a 

billion marks rrtail salES of foodstuffS 

halt' or thrEE 

which in 193B 

omountrd to 13, B b i llion marks ; t£xtil<s nnd clot hing 

sal£8 by 4 billion marks (193B salts 10 billion mnrks) 

furniturE and utrnsils by 3 billion marks (193B salts 5 
billion) 
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billion) nnd m1sc£llantous articles by 1, 5 billion 

(1938 salts 5, 1 billion) 

REpEat to 7rtasury rrom Hto.th and to CommE rCE , 

( ENJ> OF MESSAGE) 

KIRK 

CSB 
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loOndon 

Dated September 6, 1939 

Roc •u 2:05 p. m, 

Beoretuzy of State, 

Wru~hington . 

1~87 , September 6, 8 p. m. 

FOR TREASURY liROit BUTTi:R\'IORTrt, 

l. The city oeema to be &djuatiD3 itself to ita new 

cont rolled l ife fairly nell , The uain provioions of tile 

recent regulat ions and orders are boi~ effectively 

nduini atered e.nd .;oilplied with but innwaerable cases have 

arioen which do n~t fall cl early within the four cornera 

of tlle enac t:·•unts and upon VJilich official decision ba.s to 

b e rendered. I t aeeL1s likel y t hat tl:e l\ext tJonth wlll be • 
consumed in liquidating pos i tiona i n cou;liance "i til the 

r egulations and in ironing out the uost obvi ous of the 

s~eoia1 caaee. The ~ere difficult ones in which lesal 

advice may well be required will no do~~t take oany 

months. 
2 . Wy own feeling is, particularly with reference t o 

t he subject matter of my 134{ of 8eptelo~ber l , l p. m. that 

the sooner controversial oeses affecting Americans are 

dealt with by t he BritiSh authorit i e s thO better t r eat;>ent 
they 
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they will enjoy, At the preeent t i me both American and 

other foreign banke, although they may be critical of 

certain pr ovisi ons of the recent enactuente, are aatiefied 

that t hey &re being administered in a f air and equitable 

~ncr. As the war develope into a life and death struggle 

it 18 to be expected that the peace- ti!.!e regard for equity 

ma.y bo modified by the war- time neceuity of aurvival. 

3. The follonicg ILl'e t he official ratea for today: 

United States 4,03-6; Canada 4, 4Q-44; France 174-5; 

Belgium 23,43-72; Holland 7, 57-64; Switzerland 17.93-16.11; 

Sweden 16.88-17.05. The only changes &a compared with 

yesterday are with reapect to Canada and Belgi um; in the 

caoe of the former the rate we.e 4,47-51 and in. the caae of 

t ole latter there was only a buying rate of 24,16. 

4. AuthOrized dea.lera l!IBY aell exolla.Jl60 to other ba.nlca 

or the public (a) to cooply with pre-war contracts (b) to 

~eet reasonable requ1reGente of a buaineee carried on in 

t he United KingdOM and (c) to defr e.y r ea&ono.ble travelling 

expenses. Otaer applications ~et be returred individually 

t o the Bank of Englane. r;,c Bank of £11()lnnd i& to o:>en 

account a i n the currcnciea affected with t ne authorized 

<lOL\lere who have 'Oeen aciv18ec1 to preserve nor<~al relatione 

with their foreign correopondenta. 

accepted by the Bank of England for 

Responsibili ty ie to be 

balance• held by 

dealer a 
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de&lere with their foreign oorreapondente as ita agents 

but foreign balances held by dealers for their o~ account 

will not be eo covered. To prevent disturbances in thB 

London money market the Bank of .En«land will sell spot 

oxch&nbc to dealers end buy back for forward delivery, 

Autilorized dealers doine buei neaa with ot hBr banks are 

per oitted to c~e a co~isaion of l/6 percent which is 

equivalent to &bout l/2 a cent in t he dollor rate aa fixed 

yeeter1.a.y, 

XENdEllY 

088 
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c. 

PARAPI!RASE OF TELEGRAH RECEIVED 

i'f\OK: 

DATE: 

NO.: 

Amel'ican Emba!3!d Par1a 

Septembel' 6,/r; p.m. 

1806. 

FOR THE TREASURY 

Today at noon we were informed by Reynaud that 

Fl'anoe had l'eally gained some gold yeatnday and that 

ehe seemed pleased about it. 

:,1)5 

NeYal'thelen, it is growi113 more difficult to lllake 

exchange tl'ansaotions. This was apparent in th1a 

afternoon' e market . Bank of France continues to buy 

dollars at 43.30 and pounds at 170.30. It also buys 

continental ourl'ency at l'ates which differ ~ Y&l'f 

little tl'Om those of yeeterday, Roweval', today at 

least the bank is selling neither pounds nor dollars, 

although, upon presentation of authenticated merchandise 

import. coptraots, it will consider selling necessary , . . . . ., 
exchange, Unt1i yesterda;J thel'e vaa allloat a 

balaM.e Rf p~chases of 

'A•(a!) SECTION ONE) 
'\ .... . . ; 

~· ,. .. ... . . 
.j' • 

. . ..;: .. :- ,,.: 

' 

. ... :' 

foreign exchange and sales. 
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Soorotnry of State, 

Washington, 

PARIS 

GRI.Y 

~OS 

Dated September 6, 1939, 

Reo 1d. 4: 30p.m. 

1806, September 6, 5 p.m. (86otion Two). Tod&y, bow­

ever, there ore few sellers of foreign currencies and opera­

tiona arc becoming more difficult. There is ne.turally un­

certainty as to the G?vornment'e futuro ox~·~~ po:ici es 

as the bo.nkP are in the dark and no M rounce,.ent of the 

Bri tiah control 'e rate policy hll.e \Jo<Jn mae.e es far M is 

kno•vn hero . The oo.nks hore o.ro ~.ooording:..r very cnutious 

though they will sel l smal l nmounte of dOlA~rs nnd pounds 

to their own clients whore convinced that the tr~nseotion 

ie 1 l ogit1mate•. They arc merely fe~ling tboir way however, 

o.nd o.r o not acting on any suggestion e ither verbe.l or other­

wise f rom tho authorities. 

':'her~3wKJ-.:,.~ .. vcry scall turnovor of eecuritiee on 

tho Bour- 1..th ~ heavy t one. Thera wae good reeistanco 
• · ClOCJ • ca.=. howOvu~~~ren~s dropped but 70 oent i moe to 1 fr~c. In-

lllnw.ut tornc.~"" .. ~.t Rio Tinto r.nd Rcyl'~ Dutch ucrc nt'.turo.lly 

-~-·· ""'"' ... _ 
up. 

Thv dur.th cftcr o. ehort 111nuee of Bizot Under Gover nor 

of tho Bo.nk of Frr~cc is nnnounoed tear~ . 
5ULLITT 

cab 
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PAR'l'UL PARAPIIRASE OF TELmfW( RECEIVED 

fROII: Ameri can Embaaey, London, 

September 6, 19~9, s pm 

NO,: 1486 

England 

FOR THE SECRETARY OF THE TREASURv FROM BUTT • E!U:ORTH. 

The Chanoellor ot the Exohequer announced 1n the House 

ot Commons today that with a v1ev to oonoentrat1ng all the 

Britieh Government's foreign reeourcea in one reserve, the 

Bri tiah 'l'reaeuey and th e Bank ot England have agreed to 

t r ansfer t he whole ot the gold nov held in the Issue t epart­

ment ot the Bank ot ·England ( exoept tor a nominal amount) t o 

t he exchange equalization aocount ae now constituted under 

the ourrenor (detenoe) aot and that gold t o t he approximate 

value ot pounds 280,000,000 will aocordlnglr b e transfer red 
J 1.', . ..... . 

tod&1 involving an increase in the tiduoiarr note issue ot 

the Bank ot England trom pounde 300, 000,000 to pounds 

680, 000, 000. Thus the tundamental orthodox basis ot t he 

Bri t1Bh currency srstu providing a gold baoklng to the note 
~l 1 .~ ! "· · ' r 

ieaue vith a tlxed marginal t1duoi&rr ieeue 1e completely 

abandoned and ~;.tlils ':"sUp Ill&)' b e regarded ae the most reTolu­

tionarr depazoture1 b'Qm•preoedent 1n the various war tinanoe 

meaeuree • • 6;!~~~e u~e will be all 1 F1duciarr issue• wi t h 

no gold backing in •t he Bank ot England. 

The memorandum on Br itish overseas assets dated 

Auguat 29, 1939 mentioned the posa1b1li tr of such a 
step 

on 
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on pages two and three . Therefore it nov appears oore than 

likely that Britain might prater to uae th1s gold tor war 

purchases b etore dispoeing ot eeour1tiee. Re your telegram 

No . 687 ot August 24, 8 p.m.,in accordance with your instruc­

tion the situation is being closely watched. However, it 

would appear that unless t he United States Government 1s 

prepared to take the in1 tiative at the appropriate time by 

limiting - it that proves neceeaa17 - th e amount ot gold 

imports in some such va:r as auggseted in my telegram No. 1248 

ot August 25, paragraph three, ve may well be raced w1 th the 

question ot liquidation ot mobilized American securities 

only atter a subatjllltial amount ot Br1 tieh gold reecurcaa 

b.aa been used. On pages 20- 21 ot the memorandum mentioned 

above the possible coneaquencee ot such action ware euggeated. 

~.! t 1 t ! . ; :t 
KENIIEDY. 

... . .... •• -- . .. 

U.:LWY 
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