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Credite to Bal.l.1gerenta (Section 3 o! Neutrality Act) 1 
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FEDERAL RESERVE BANK 

OF NIEWYO RK 

September 18, 1939. 

Dear Mr. Secretary: 

I wish to acknowledge re.ceipt or your letter or 

September 15, referring to your ear lier letter or September 8 , 

reQuesting us to make availa~le to examiners or the Securities 

and txchange Commission certain documents filed with us dur ing 

the period of January 2, 1935, to Deceaber 28, 1938, showing the 

amounts of short-term assets 1n Germany . We note your directions 

that , for the time being at least, we disregard your letter or 

September 8 . 

We shall be glad indeed to receive a visit from the 

examiners or the Securities and Exchange Commi ssion who are con­

ducting t he investigation concerning the registration statement 

filed Uf the ~onversionskasse fur Deutsche Ausl~,dsschulden and 

t he Deutsches Reich, and to tall< with them generally regarding 

t he internati onal movement of capital. Please be assured that 

we will be prepared to cooperate tully i.n this respect . 

Bon. Henry Kor genthau, Jr., 
Secretary of t he Treasury, 
Treasury Department, 
Washington, D. C. 

'·"~{~ 
President. 
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Seore,;.t.•y of State 

l' .. ah1ngton 

RUSH 

1683, September 16, 2 p.~. 

PLAIN 

London 

2 

Dated Septe~ber · l6, 1939 

Reo'd 9 :22 a.~. 

STRICTLY CONPIDI!NTIAL POR STATE AND TREASURY Dm>ARTIIBNTS 

Tho following self-explanatory letter and enclosure have 

been obtained fro~ the Bri tish Treasury. Aa reported in 

telegram number 1557 or Septe~bor 9, 3 p .~. and number 1279 

Augns t 27, B p .~, the Embaaay baa been deluged wi th oral and' 

wri tten requests from Americana about their liability 

U!'ldor the recently enacted Bri t1ah financial measures , 

Aooordl~gly, I propose to make thia new ruling known to the 

~ric~.n banks here arid ~rican nationals w1 thout, 1t 

possible, incurring publicity and without accepti ng 

resp~n~lbility far the British Oovornment•s decision, 

Incidentally, the British Treasury stated that it would 

i nterpret the phrase •oaaea whore r esidence baa boon t or a 

longer period than aevon yeara but only for reaaona ot 

profoaaion or buaineaa will be i ndividually considered" 

liberally, eo tba t Americana 'tlbo have been hero tor reaac>~ 

ot pr ot eaa i on or buaineaa will have no difficulty in 

obtai ning exe~ption and that other hard caaea wJ ll not bo 

rigoroualy 
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llA -2- tel I 1683, September 16, 2 p, m, !rom London 

rigorously dealt with. The British Treasury states that 

because of tho cosmopol i tan ol~raoter of London and the 

number of foreigners who livo permanently i n England and who 

for al: purposes except passports are Bri tiah, it is unwilli ng 

to give carte blanche t o all foreign nati onals but wishes 

to deal with most cases on thei r individual meri ts . It i s 

necessary to r eassure Ame ricans here ae soon as possi ble and, 

therefore, wtloss I bear from you to the contra.ry I shall on 

Monday morning begi n communicating this inf ormation to 

persons concerned, "Tbo Treasury have very carefully 

considered tho questions that you have raised about tho 

pos i tion under the Defence (Finance) Regulations of American 

c1 t lzens resident in this country. I enclose a note with 

the r~quest that the American Embassy will be good enough 

to cor=mi cate the information which it contai ns to American 

nationals in reply to any enquiries which they may reooive. 

We ar~ not making a similar communication to any other 

&mbascy at present and s o far as possible wo should like to 

avoid publicity,• "1. Under the Defence (Finance) 

Regulation of the 25th August, 19391 which is r eproduced 

ae Defence (Finance) Regulation number 1 or the 3rd 

September, 1939, the Treasury have issued an order tbat 

t ho owners or certai n securiti es shall make a r eturn to the 

Bank of England and the Treasury may, i n duo course, make 

a further order traneterring to t hemselves securities a t a 

price 
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IIA: -~ - tel II 1683, September 16, 2 p . m. from London 

price specified in the order . When further orders or 

this kind are made the Treasury intend that they shall 

not apply to securi ties which are shown to the satisfaction 

of tbe ~~easury to have belonged on the 26th August , 1939, 

to individuals resident in the United Kingdom who are 

American nationals and do not possess British national i ty 

and who have not been continuously r esident in the United 

Kingdom tor more than seven years up \ o 3rd September, 1939, 

(oases where residence has been tor a longer period than 

7 years but only for reasons of profession or busi ness 

4 

will be individually considered) , The Treasury would, however, 

alw~ys be glad ~o consider offers of sale from American 

nationals on a voluntary basis . American nationals who have 

not yet made a return to the Bank of England may i nstead 
of making a return forward in writing to the Bank of England 

evidence of foreign nationality (i . e , passport number and in 

oases of wives, husbands passport number and date of issue 

and f or how long valid) and evidence ( by tboir banker or 

lawyer ) that they have not resided continuously in the 

United Kingdom tor more than 7 years up to 3rd september, 

1939, 
2 , American nationals (not possessing British nationality) 

will not be required to offer foreign exchange for sale •v--~ 

the Treasury provided that they satisfy the Treasury that 

the foreign exchange has belonged to them continuously since 

September 3rd, 1939, Evidence to this effect must in all 
eases 
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MA -4- tel #1683, September 16, 1939 2 p .m. from London 

oases be furnished to a bank Which has been appointed an 

"authorised dealer• . 

5 

~. American nationals resi dent in the United Kingdom 

muc t o:. ~·or ~;old f or sale to the Treasury through an 

authorised dealer . 

4, The above paragraphs l to 3 apply to i ndividuals and 

not to companies, partnerships, etc . 

5 , Enquiries must be addressed to the Bank of England 

or to another authorised dealer and not to the Treasury or tho 

Fore ign Office. 

s. The above i nformation is communicated to the American 

Err~~osy wi t h a r equest that they will be good enough to peas 

it on to their nationals in r oply to any enquiries which they 

may ra~u1ve . " 

KEN NED¥ 

OJV I3 H II 

rlll• fJ;A\JQ v~''" _., 
"' ...... ~ ..,, :t 

., .. ; -...., _.1 
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lo. 222 OODlDDfUL 

._ •• ~v •. -.-- 16, 1939· 

IOIJJC!I J. nport oa oolllll Uou at llalpboJ!C. 

!II 11)., •• , .. 

US11I110'!011, D. O. 

Sills 

I baft the boaor to r"on •bat thlrq ror4 \ncb 

ot the roo lhlac 'l'ro41DC 0ol'pOraUoa, nUlJIC at ~pboac to be ••-' 

lato Chlaa tor 1101 la \rouporUac ~ oll, waro roqu1o1UoM4 117 

tbe rraaob atborHioo la Illlloohlaa otter \111 4oclaraUoa of war wHll 

a..._, aa4 tbat aa or4er ...,tut \bo aoYo•nt of &D7 \l'IICII:o at \bat 

port wao hou14 , accor41ac to ...,. brouct>t bor1 \hio wllk troa lla1pboac 

117 B. J.. llhlaaalllor, 111"1'1o1 IJIC1noor ot the OllrTolor bport Oorpor ... 

Uoa, wbo - to~· lao\ llarob 1a ooD.DOOUoa wl\h \be aoooab~ 

at thlo port of Do4ce trv.o11:s for Chluo1 Go.....,...at lntor1oto, .a4 

wbo r.ooat~ ndtl4 I1111ooblna. 

Mr. BlllnoaUler wao to14 ot \be NqiUdUoaiJIC ot tho roo lhlJic 

Vllcka 117 t.. D. IWotf, ovperlnt.a4oat ot aotor trauport tor U.. t.:a.o 

Collp&ll7, wbo, la COIIpl&7 with 11. I , lloo4, aa "-ricu .c'ba1cal -­

claHr, paool4 t~ la.ae'eo• lao\ Jue • rOilh to Clllaa owr U.. 

~ lliPIIIII' wl\h \ho obJoct of orpa1dJ!C .. tortnolt tru.­

port tor the roo ShlJIC Corpon\loa. t.ator Mr. rwott r-rtl4 to 

Jlr. DSnewlll.ft 
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llr. Dlpee!U. ._,\lie~ •\!MrlUeo 11M..-& \o ~...,. t.11e 

_...,, K\ \lie laU• o.- Uoa\ \lie t.n.oD 11M ao\ Mia ,-.-..., ... 

\1 \boo U• ot blo lopolrtvo tro1 llalphoac, 01 lept•• UQ. 

,&Mrl- !Na!!!!r' - ...... 
loth llr ...... 1114 llr. llroff wwe ill llalphoac 'lthlle llr. !ll!lpee!U. 

wu a\ that port . Dllriac blo otq ~ t.11e tuoo .t..orioao oo-\14 

vl\h \boo X..obla heltll\ Ioiae, I1oorporatot, ot Ohloap (Mcrloe I, 

llleebO', Md.rew ll, llaeel, u4 C, If, Ta PaUer), 1111ooe oenloee ban 

'bee1 o'bWDo4 liT \be lll.aiob7 of Co-.icaUoao of Ohlaa tor \raopor\­

orpDiaa\loa work, r-boo4 llalphoJIC 01 t.lleir - \1 Cblaa, _..,aiot 

'b;r Dr, .rollll L, lllloll:, 

J'ov fhou...t Aaee..,lo4 !roall:e. 

llr. llldaaail.lw eeU.a\oe \hal 11,000 aeo.-114 ao\or -.... 

7 

4eeUAo4 tor Ohlaa, aoot ot ,_ A8ericaa ftbioloo, are aow a\ llal;phoac. 

!'be;r ooftl', boo ea;ro, a opel .... ot poool'bl;r 25 ocree, u4 •- ot \bola h.•v 

baTe ... _ \bare tor aoa\he, - ewld.eaco4 ... ,. \he crae• 11hioh llae ........ 

- t.11e Uroo, Ia 811.41\iol \1 \boo u.a.cD, \b- are llo or aor. ao\or 

oaro u4 a _ _. of J.aer1caa aolorqaloo, aooord.lac \o \boo· Cllr;rolor · 

IJICiaeor. lla reporh \loa\ \hen ere oo• U..oll: obaooh oUll 1a oaeeo, 

lllll \loa\ - ot \boo oaeeo ere o\111141ag ill ft\er, 

Moe\ ot \lie aeo.-114 uaGb at llalphoac ban- eq'Clipped. wl\b 

'bo41oo, of ~10QI ll:111do, llr, lhlaaailler oa;ro , 0114 the - of aeoe81111C 

uaoll:o u4 n.lWac \raoll: bod.lee hae -· ooaUaiac a\ \hel port, lNh 

ot late, oal;r oa a .,.,..,. 1111\14 ooale, 7oUewUc t.11e ..,uoa of \lie J'raGil 

a\hor1Ueo ia r ecauo1Uoa1JIC J'oo 11a1ac traal<o, l\ "'>Peer• \1 boon -

repor\14 \loa\ ed41 Uoaal \raoll:o wl\h bod.1eo w01114 be lolcea tor 11ll\11'T 

:parpeeee, 
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pvpoooe , 10114 \hie rol0ll\e4 la \lw Chineoe 411-...Ul~~& tn.clta ,_ 

bolllf: fi tte4 wl th bo<Ueo, 1D \be bopo of oanac thea, """or41De to 

Mr. llhiaealller1e -· 

~, lllliaealller nporh \bat \here 1o a creat ac.....U..Uon of 

frol&h\ for Ch1oa a\ llalpboJ14, b ..s41Uo" \o the ao\or Tehicloo aa4 

arq ...U\lBDe \bet - be otore4 1D warohoueoo, 10114 \bat ohipao"t ot 

8 

tboeo 111.q1pliee onr the J'roDCh rallvay t o 'l'luuut.ll1'u vould roqulro froa 

a year to a year aa4 a »ll. accordi114 to ooUu.tee, Tbe oupplho, 

he eayo, bclu.de otruetural, l>rld&'e, and rallroe4 etool, rallvq 

parte, c..-nt, cheslcala of T&rlOUI k:1D4e, tez-U lee, aa.ch1ae:rJ, 8D4 

hardware. 

Mr, Jlhiulllllor h -.kiD« a report to hh CO".POIIT on co..U Uo,.. 

a t l!aipbong. S. l'ayl the\ facllitloe for the aoooal>l;r of 110tor trllcloo 

at \ha\ port • e DOt ao s<>od &I \bolO iD llaQcoon, aa4 tbat faclli \111 

for 'bodr- 'bulldlJI& are DO hettar. S. h of tbe opWon t hat 011,)' ad41 -

U oaal ao\or tn.clta for Ch1na ebould be oont to Rant;oon, pclaUac out 

that l>:r \lw Uao tba:r could l>o uoe•blo4 aa4 oqul.ppod with bodloo 

dry-oouo" 1~~~proToaont ot tbe l'a.DDaii,..Jivaa hipq would bo UD4or vq, 

aa4 that lt woul4 thea bo roatlnly oao:r \o ooa4 tbe trncko lD\o 

Ch1na OT&r tbat roo4, 

ie"?octtullr :vouro, 
.iDS!II C. JUI)Y 

a.u.. c. Bre4r 
PhtribllUoa: -....,... Conoul 
1, I,. qulatlqllio•t• to l)epar'-"t 
2, Copy \o .&.aerl.,... lllbuo;r, I.ollllo,., 
J, Cop;r to .&Mrl.,... Oo,..nate Ooneral, Oaloutto. 

1100 JJ:J/ op 
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Sepulllber 18, 19~9 

I asked Magill and Shoup to make a atud7 

tor me on how the exoeea profit• tax worked during 

t he World War and to gin me arguments pro and oon 

on this rorm or taxation. They are to haTe tb11 

tor •• by the tirat ot Ootober. 

9 
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Tbe President ea1d he wanted th1a •put on 1ce• 

1n v 1ew ot his neutral1 ty roue age. ~- Z. 2...~ "'1 
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Proo14•t.1a r ecuht.iono of S.pt.e.ber 6 ad U, 1939 ooccenlillr credit& 

to bolllcoret.a bub- re1uood to tho prooo1 

Copioo ot the rocul&Uoaa rolat.1n to repor\inc crodU traucUono 1114 

ropon tore !CI-1 proaoribod ihere ... cler aro boinc lllllt to 7011 br air 

11&11. Plouo h&To copioa of I1IOh ropl.&UODa preparod ad cliotributed 

to all ~ l.nclud.1.Jic noe-MAI>er buka, ill 7011r cliotriet, m d to a11cb 

...or peraono •• rou ""T clou approp-iata, .Uao prepare copieo ot ropon 

tG .. 'l'Ca-l tor fllrlliohill& to all illta:t .. tad per&ODO. Repone tuod wi th 

rou llhoald be eDaillod 1:rr 1"" 1il order that 7011 ""T ll:oop ro ... oolt 

011rren\17 Wonod, with roopect to rovr 0'111 diotrict, a s to tho 

\r&lloacUOGo ccaoeno.ille which repone aro reqv.irod to bo tiled, to• 

ollow.lcl ropon to tho Secrot&rJ or ill• Tre&allrT I tocoihor wi til all rolnat 

clata, arq nell \rQucUaa, att.ptad or ottoated1 which 1a IIOt penittad 

1:rr tho lo11VallV AOt aDd iho bpl&tlona 1oo'114 tho~ 'bt iho 

Prooid..t. 

81•11.,. illnr.ctioaa aro boill& _, to uch Federal Reoorn bull:. 

Socrotarr or iho \'roa11117 • 
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0.l pol10J of 0DhU8CiJIC ~allkhe aD4 bu1M11 boaiOO W oont1a.. a noraal 1nteraatloaal ohort-t1ao orodlt buelnooo wUIIJ.n tho ooopo of tho lfttralUJ Aat Ja&o been reo-11484 to s.erotu, llorsoa~ 'DJ an AArteOI'J a-uwo 'lblob u Ja&o torae4 to aodot tho '"•IIIU'J 1a OU'I'J1JIC cnat lh tluloUou ua4er eoouoa 3 of t he .. utnlUJ Mit. !h.lo -uoa of tbo Aat pnrne oi'041t traneaotlone betwoa porooao 1a the lhiUo4 atahe an4 pftrnaente ot bolllloroat otatoo, or tboll' acento. 

:!.9 

1Preei4ent Roooe.,.lt on Sept .. ~ 6 aD4 11, 1938, approftd reKU].aUou por.l.Ulns oortalD tJJ)Oo of oi'041t aooc oi&Uoao an4 authori&i, no IIOoretu, of tho '"•fti'J to 114ala1ohr no proYloiona of he ro«Ulationo. ~o aooiot 1a tho work IIOorotii'J llort;anthau 4od.gnatoa lhl4er Sooretii'J llanu to head an A4Y1IOI'J Coulthe OOIIj)Ooo4 or tho repreaent atl.,.o of t ho State, eo-ro• an4 ~•8UI'J Dopartanh. 

~e Co•Utee rllo•eD4e4 t o Soofttii'J llort;enthaa that the Preoi4eat 1 o regulation• be a4a1nietero4 with tho leaot poealble 4ieturbanoo to buo1Doe1 . !he Cosaittoo aloo rooo.­aeo4e4 that poroODI lllking gullanOI 011 particular tranNOUODI ohou14 be requoate4 t o ouba1t t h ell' quootiona, nth a tu11 otatnent or raote relattA& thereto, w t he Po4eral beei'Ye baJll or their 4htr10t, wb ioh w111 aot u t1aoal agent or the United Stat•• in t h io oonneo tion. 

·~ o-J.ttee aleo reoo•oo4o4 tu ionanoe of resalatlou preeor1bins week17 reportlJI« of oro41t tranoaoUono wUh bellll-h. !hooo repone 'llh1oh are to be -4• bJ aDJ one ongaglnc ln a oro41t tranoaot1on aubJeot to eeot1on 3 or tho l111tral1t7 Aot are t o be f1le4 with t h o Pederal Reoei'Ye bank of the appropriate 41otrlot. 

"!he o-J.ttee ouggolto4 t hat attention be oalle4 to the tJPOo of traneaot1ona whleh t he leutralitJ Aot opoo1fioall7 .aolu4oo tro. ito prohiblt1oao, tor exaaple, tranoeotiono 1n or renewal.a or a4Jaltaonto of obll«a\iOIIo of a belligerent oouti'J lllhl.ob were oahtan41ng on tho 4ah or the PreoldentW Proolaaation 4eoignattac that oounti'J ao a belllgorent. !heel oxeeptlono are in a4dlt1on to the oxoaptlon wblob wao or4oro4 bJ Pl'le14ont RoooeYolt ln hlo rogulat1ono of Soptoaber 6 and 11, 1938 an4 'llh1oh appllu t o oNlnarJ oo•oro1al oro41to aD4 llhort-tt.e oblllaUono 1D &14 or legal tranoeoUone and of a oharaohr oultoear11J aoo4 1a DOI'Ml peaoot1ao _.row traneaotlono • 

• 
• . 
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POLICY 

On Septmber 6th l!r. Tooh1zna ( ~ il~J~ ) , tormor Japonooo .Ambassa­

dor to Chino. o.nd now J&))<lD'a h1E;b d1pl"'"4t1c orm>y t o tbia oountey, arriTOd 

1n S!l&DE;ba1 by plane on important sovel'lllllent 1111aeton tram Tokyo . Tho """"' 

••on1ng be ~ont 1Dto oonteronco with loading J apanoeo and Chinoso ott1c1als 

including 'liang Ch1na-w 1, Kao Chung-wu ( ~ 1, * ) , Chu Min-)'Go ( ·H" A.;~i. ) , 

Chon K\ll>$-!>0 (t~'.O ft ) , W.1 S:o-piug ( :4.ii~· t ) , Tiug lt>-hUD ( "f,'f.l\ J~ ) , 

ru Siao-an ( 1~ j.(..k ) , Boo Shi-won ( .}. 4~.(_ ) , a.n. Y&~M.da ( .l< \fJ f. ~ij ) , 

l!o tama ( ~l-t";X. ), Indo ( 'C.-8 ) , t:aea.ya (~.).~ ), ond tho ropruonto­

t1no ot tht A.oia Do .. lopment lloo.r<l ( ~ ,ijl: r'~ ) , tho Japanooo Conaulato-Oueral, 

and the .1apanoao E=haaoy. Tho 100oting wao J>rosidd o•or by lit". )latouoka 

( ;jl~jj] i¥,;G ) 111to oponod tho mooting w1th remrlra tbat llr. Toohizawo • ..,. 

to Ch1Da th1o tl.mo w1th an important order tram tho ill>peror to clarity Jt,pan'• 

reAl policy with ro~ to her poeition 1n the Europo.m Iar. 

go1ug to adopt a neutral policy ao generally roport01!. and boliovod . lhen 

con41t1ol13 warrant, Japan b going to bloolcade tho ~ RiYOr at Woooung 

and also oloeo tho South soao torbiddins tho navisation ot •arioua nationo. 

Tho aot1Yitloo ot var1ouo nationalo are likewise to be rootr1ctod and tho 

Britlah and rronch Sottlementa an4 concoo•ion• aro to be plaood under Japa-

DOOO 111111tary control. T'lo property ot Br1t1oh and Jrucb Dt.tionalo aro 

to be put under J"apa.neae control . Th e torete;n couul.• are to be DDttti.cl 

to w1 t.hdraw within 24 houra or tlao they will not he rooponaiblt for their 

oatoty. 

.Uhr tho abovo ru:arko by llatouoka, )olr, Yoobizawo 4oclarod that 

elooo o.osot1at1ona aro now boiug oarr1o4 ou betwoou lapan aD4 SO•itt Rueda 
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tor a propoH4 alltuoo, al tlloll&lo tho trMtT baa 110t llooa atped. 

t o>' fiia -poaed a,.n&ollla%' *"'• i a 4111 to tile 'POllllltUT 

oJw>ce or aaUo• l J0110J' ot SOTt.t 1111aaia n toh aaablM I talT aa4 a.....,. 

and 1..-n to oo .. to raali&e tho poooibtltty or cooperation wttll be%'. !Ilia 

ot op it a ud - tun. b)' l a,...., ~fro, Yoohi- hoped, 'IOuld hen tile lm4~ 

atandin& or China . 

22 

lla.Dj; Clllllc-woi t hea ultad ~fro . Yoabi- n othar 1apu heo ado &ll)' 

ropruontat ion to Clln•sJdng with rep.%'4 to a poseiblo S1Do-1&panue n p-oh­

in viow ot bar now r elation with Sovtot Ruaota . 

Mr. Yoahi&&• did not anawor tllo question but tol<!. l!r. 11bJ1o that 

ho waa aont over to coaault hia en tho 1aauo or Sino-1apenaao rela t ione. 

~fro, 'laDe ...-il>ed olloat tor qUito o.,.. t!JM thon otated tbat tho 

diplc..Uc policy ot 11\POD -· TOr)' d1aappo1Dt1D& and puuliD& to II!JI. Bo 

trankl)' told l!r. Yoohioa• tha t bo 11 reall)' a t a loaa ao to nat to oay in 

t bia oud4oa iao111 but 'IOuld lib to •D&P•t that J'al>llJ1 oako llor policy ol-.r 

ao that llo oould torii!Ulato a Utinito progroa. 

~fro. 11Rt a110l<a aaid that ill Ti .. ot tllo re.p1dl)' ohan&lll& intaraational 

o1t~at1on , l apaa 1o &lao in a difficult poo1Uoa to Uopt a tU.4 J0110J', ae4 

adj uot it a ocording to t he 11n onrt-t. U. alao otated that tho propoood 

n,. -r p .. t 1o - dot1o1tal)' Ullllu ouioua oona14anti•· ~fro, 'liUC ulted 

about t ho ...... ot tllooo tin powre and ... told, lapu, ~. ItalJ', 8oT1ot 

1111aaia and China. Bo l aue)led ooldl)' u4 oaid that ho coulil hevo notlllng to 

aay 011 tllio, '!lie -una til• a4Joll%'&ed without &ll)' r ooulto • 

.,, I . ' 
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RE PROFITS ON OOVERIIMENT 
ARMS OONTRACTS 

Mr. Dutt1eld 
Mr. Foley 
Mr. Helver1ng 
Mr. Wenohel 
Mr. ICooner 
Mr. Lobred 
Mr. Burrus 
Mr. Reiling 

September lS, 1939· 
11:30 a,. m. 

The general policy or the thing ie eping to cause 
a mess, because if the Army is going to take the 
attitude or certifying say, 50 percent or 60 per­
cent or something like that , it may not dovetail 
at all vith what the actual situation is. Congress 
in the law stated 10 percent on general munitions 
and 12 percent tor airplanes, so i t kind or pute 
us 1n the orux ot the thing. That was without any 
pro tit. 

Ot course, then, the depreciation allowed on these 
things vill enter into that profit very greatlJ. 

11e laid down the thing before I went to Europe. 
We went all through that thi.ng. 

But that was on armor plate alone. 

It a oonoern wants to invest a large amount ot money 
to increase its plant in order to make good on ita 
delivery, that on certification trom the Army or 
Navr - I will get Foley in here. Foley worked this 
all out. We should omit , then , the maximum amount 
ot depreciation so that they Will go ahead and en­
l arge their plants. I am not tam1liar With the Army 

thing. 

In the case or armor plates , I think the NavY ie at 
least a year behind on their six battleehips and it 
1a a question or investing aix million dollars in 
addition in order that these people can deliver the 
armor plate. Ther worked out this procedure. Thie 
Board at t1ret turned them dow . Oood Ood, this 
baa been going on einoe July and the damn thing 
isn ' t settled yet. 
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Mr. Seoretar7, pending Ed 1 1 arr1 Yal., because I 
talked to him at qu1te some length about 1t on 
Saturday, the preee release brought 1t all on, 

I wanted the preae release to put JOU on the III)Ot. 

I th1nlt the queat1on that worr1ee Ed as to whether 
the oertiticat1on as to the amount ot depreciation 
allowable 1e binding on the Bureau or whether the 
Bureau itself can inYestigat e the taote 1n the 
ca ee. I think that ie one •••• 

You agree to accept thatt 

Yea. 

Ve agreed to accept that . 

Oh, JOU d1dt 

Bu.re we did. But we han got nothing. 
been tallt1ng about this thing tor weeks 
and weeks and nothing happens . I don't 
is the matter. 

We haYe 
and weeke 
know 'llhat 

(Mr. Foley enters the oonterenoe) 

Ed, I am talking about wh7 we don 1 t get something 
done on thie depreciation. I thought it was all 
done and there hae been nothing done . 

'l'h1e has been done: '!'be oollllll1tteee have been 
appointed. 

lfo, but tbe7 haven't a1gned up. I want to know, 
have tbe armor plate people gone ahead v1th their 
e.xplanation or haY en 1 t the7t 

Mr. 8eoretar7, no one hae tiled an1 applications. 
'!'hey have simply come i n troaa t1me to time and 
d1eousaed v1th the committee what tbey propoeed 
do1ng. The last one to oome 1n wae Colt, and their 
euggeetion - they are going to make a number ot 
Browning gune and the7 are the onl:r ones wo oan 
make thee, because the7 hold the 11oenae trom 
Browning, The7 haYe come 1n and requoeted 75 pel'­
c ent obeoleecenoe and depreciation. '!'hat ie wh7 

24 
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Foley: 

lff'nehel : 

Foley: 

Yenobel: 

H.¥.,Jr: 

Wencbell 
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Poley: 

H.M.Jr: 

1'/enchel : 

Foley: 

H.M.Jr: 

- 3 -

ve have one oonsideration nov. I don't understand 
thnt 1r the Navy cert1t1ee 75 percent that ve are 
to take it without any 1nvsetigatione. 

This 1s 1n connection with tha msnutaoture or a 
certain gun. 

Each case is separate. 

It has to be separate. 

That is exactly the principle. 

The armor plate is the only thing that we baTe 
really made any statement 1n connection with. 

That is right . On the other hand, let ' s get this 
atra1gbt, the armor plate people baTe never come 
in yet . 

lfl'len I go to the President I want to make sure or 
my own si tuation. 

They are, Mr. Secretary. As a matter ot tact, these 
regulations were prepared eight days after the Act . 

I just wanted to make sure there is no comeback. 

You know that Edison got an authorization to spend 
a1x million dollars to put sturr in and now he 
doeen 1t want to use hie money. 

But I have got to go at 1 100 o'clock and tell the 
President that I told this-and-so, and the fault 
1a Edison 1 e . I don 1 t want to baTe Edison say tbie 
Board 1a what 1a holding him up. I want to make 
sure my skirts are olean. 

They are, 100 percent. 

lfe are only talking about armor pla te now, aren't 
wet Well , when you have gotten eTerything you want 
on that, t hen I th i nk we ought t o have a l ittle d1a­
oues1on • .. . 

I am gping to eay to the Pree1dent at 1 :00 o ' clock, 
' I am eorry, Mr. President , I told you the armor 
plate vas fin i shed and it i an •t. • 
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Venohell 

Dut tieldl 

Foley: 

H.K.Jr: 

Foley I 

Foley: 

26 

- ~ -

It 1e finished ae far ae JOU are OOD08%1led, 
Xr. Beoretary. 

We are va1 t1ng on Edhon; I want to tell h1a 
that . 

And the steel oompaniee. 

They are eat1et1ed and the7 a re going ahead, a e 
I understand it, and the7 are not holding Edi eon 
up . Based upon thie underetanding ••• • 

I Jus t want it eo I oan tell the President - I 
don 1 t want Edison to oome baok and eq tbe Treaeu.ry 
blocked - all right. Nov, that 1e that thing. 

Nov, 'What about the Any and the •• •• 

You eee, 1n so tar as a1roratt ie oonoerned, there 
is a si milar Act that allove a 12 percent rather 
than a 10 percent profit. 

Ie that before yout 

That hasn't oome t o ue . 

That is a dangeroue one, Xr . Secretary, because 
that ian't exactly the same ae the armament. 

But t hat ian1t before you either. 

·. 

Fole7: llo. 

No , e1r. 

I don't know tlbether v e oan do an,.th1Dg on .Ul1e 
Cbalaem motor e. 

What about these Browning gunet 

The7 are asking a 75 percent allowance tor obeo­
leeoenoe and depreciation and ve are going over 
that with them. We haven' t oome to an1 oonolue1on 
exoept we are prett7 damn sure ve are not going to 
glve them 75 percent . 
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Foley: 
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- 5-

Kr. Seoret&rJ, it the arme embargo 1e changed and 
these tinu are able to manutaoture guns tor 
transportation to England on a oaeh and carry 
'baa1e, then th1s whole thing will change 'because 
the very equipment and the very maoh1nery that 
they install to meet the contracts given 'by th1e 
Clovemment will al.so 'be emplored to meet the ee 
foreign oontraote, and they are not entitled to 
that amount ot o'bsolesoenoe and d8llreoiat 1on. 
And it we etart 'by th1e device giving these fellows 
an allowance that vas never contemplated, we are 
going to 'be inveetigated 'by Oongreu, 'by the 
people that wanted a prot1t limitation. 

We should 'be. 

And we have to 'be terri 'bly oars tul. 

Helver1ng: We are in the mlddle on that . Congress &&J& 10 and 
12 percent. 

H.M.Jr: But th1s vas a question ot 'bottleneck and the NaVJ 
'being 'beh1nd it, 'but I don 't want the President 
to th1nk that I told h1m the Navy - I want to put 
it 'baok on to Edison and let the President do what 
he wants, 'but I didn 1t want Edison to come 'back 
and say, "The damned old Internal Revenue, • et 
cetera. 

Helver1ngl Ot course, Congress in the armaments propoe1t1on 
changed that 10 percent 11m1tat1on 1n the appropr1-
at1on that gave Edison the r1ght to 'boost 1t up 
to s1x m1ll1on dollars. 

Foley: Oh, sure, he doesn 't want to go that VaJ nov. 

lienohell This Brow1ng arms contract, that 18 with the Colt 

Wenohell 

H.M.Jrl 

Company 'but thSJ haven't t1led yet. 

Personally, I want to 'be kept posted. Keep me 
posted through Foley. 

That 1e right . 

W1ll you, Ouyt Is that agreeable to yout 

Yee. 
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I 1;h1Dit 1t 111.gh1; be ea1d, Mr, 8eore1081T, ueo, 
that 1D the anaaaen10 llaDV.taonr1q oa .. the la"7 
wae UDder ob1.1gat1on to tum1ah to tbe battl.eahlp 
manutaoturara, theaeel.Yee, the araor pl.ete tor 
thea w1th1D epeo1t1ed t1ae 1.1111h aDd were 1.1abl.e 
1n daaagee 1t they were no1;, 

That 1e al.l. right. I Juet want to aalte IUl'e. 

That len 1 t preeent 1n theee other oaeee: The Ool.t 
arae and the Allla Chal.llere aotora. 

1'h1e 1a under you, len 1t it, Ou7t 

Yea. 

You, CluJ, keep ae 1Dtoraed. You don 't ha•e to so 
through antbodJ. .ll.l. right t 

Yea, I w11.1. do that . 

That 1a al.l ·right, but I ¥111 rel7 on both Pola7 
and Hel.Yer1q. 

Al.l right, gentlemen, gl.ad your ek1rta are ol.ean 
and eo are a1ne. 

28 
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TREASURY DEPARTMENT 
29 

IHTU ~ COMMUNICATION 

DAft llept.abor 18, 1939 

TO 

Sl&bJeotl 

looro10arr~onthau 
Xr. Baa • 
Propo .. 4 ••10• Ieao 

AA 1eauo ot 5-roar DOtee, tor rotwi4111J purpoeoe, to 
anUo1pato the Doo•bor DOte aaturur, ocnald prob&bl.r be ot­
torod .uoooeo~l7 at ·tho proeent tlao. We boll.ro, howeYor, 
~t 1t wOI&l.d be protoroll1o to dolar .uoh an ottor1J18 untU 
tho aarltot 11 aoro MtUed. A roqh 1D4ox ot thle a1ght be 
the pa .. ago ot one or two weoke wuhout Po4ora1 BoeorTe ap­
port to anr .. pent ot tho aarltet. 

A 5-rear note heue w1 th a ooupo11. rate ot 1-1/2 porcon10 
would aell at ollou10 101-11l-/32 baaed on to.s&r'• (Kondaf) cloeo. 
A 5-rear 1-3/8 percent note, on the eaae bae1a, vollld probablr 
eell at about 10~27"2. The "right•" ol.oeod toda7 at 10<>-27/32 
b1d and 100-30/32 ottero4. 

It woh an otter h to be udo, ve llhollld etrongl.r urge 
~t the exchange otter be hold open preterablf tor a e1ngle 
4&7 onlr, and 1n no eTent acre than two 4&7e. 

The pr1no1pal arguaente aga1net and tor a&klng euoh an ot­
ter1nc at the proeent tlae appear 10o be ae tol.l.ove; 

!!2,!: 

The 1Dtel"D&Uoaal. nwaUon an4 tho aarltet are etlll 
h1ghl7 47Daa1o, an4 the l.oAger eepe~~.t ot tho aarttet 1e eUll 
dopoD4ant, troa Uae to ta., on rederal. BoeerTe ~port. 
'l'h11 oaete a ebadow oTer tho 1 treedoa1 ot the .tlole aarket. 
Banker• 110.7 be heeUant 10o •bark upon new oo•Uaente untU 
there h acre .rt4anoe ~t the aar.ltet baa touD4 Ue new 
1.ra1, troa 'lhloh tul'ther obaD.ge nU be ll"&dual· 

The War baa Onl7 ben prooeo41nc tor abOilt two weoke, aD4 
there h at 1ea110 uother aonth dur111J whloh ~e Doo•ber note 
lone a1p10 be anUo1pato4 Without 1nterter1ng 1n ur _, With 
the resular t1nano1ac date. It an opportun1t7 do01 not pret­
ell10 1helt dur111J 10hll 101ao, the Dooeaber t1nano111.g aar ba 
prooee414 With 1n the replar _, and the a4YaDtaga l.o•t b7 
the oa1111on of 10be lePt•bar t1nallo1ng p1o.lted up later. 
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8ecre~&r7 Xorgentbau - 2 

I~ aight be better to wa1~ tor the new leTel ot the aar­
ket to deTelop and hold tor a while without federal ReaerTe 
aupport betore undertaking a new tinanoing operation. It the leTel eo deTeloped ehould be lower (i.e., higber in yield) 
than the present one1 _it would etill be better tor the 
TreaeurJ to pay the nlgher rate than to haTe a new i ssue go to a eubstential d1eoount 1amed1ately after inuanoe. 

~: 

(l) Under &liT oiroumatanoee it ie a eubetant1al adTan­
t&ge to keep aaturing obligati ons anticipated three monthe in 
adTanoe, i n order to proTide eome leeway in the eTent ot an 
emergency. The Talue ot this under the preeent extraord1n&rJ oiroumatanoee vae clearly demonetrated thie mon~h. 

( 2) The Deo•ber no~e aa ~ur1 ty 11 only t 526 million e. 
Excluding the $106 a1ll1ona held by ~he Federal ReeerTe banlte, 
there are only $112o aillione otherv11e held. 'l'he Karch note 
aaturity1 hovenrl ie $1,371! a1ll1one. It the Deoeber'• are 
ou~ ot tne way be~ore the regular financing date, it will 
probably be possible to ant1o1pate the Karch ' • at thet ~1ae, 
aa well aa to raise the neoseaary new money. Retunding the 
December ' • and anticipating the Maroh 1s and raieing new money, 
howeTer, woUI! probabl y be too auoh ot a~al tor the December 
financing date, eTen aeeuaing good oond1t1one. The baa~ be~ , therefore, would eeea to be to get the relatiTely aaall ieeue ot Deo•ber' a out ot the way at the earliea~ oonnn1ent oppor­tunity. 

(3) The quoted aarket tor notee ehould be reaeonablr de­
pendable (pertioularly tor pr1oing a retund1ng operation) i because the note market at the present time ia a reaaonab y 
tree one. It hae reoeiTed no appreciable Federal ReeerTe 
aupport eince 8epteaber 6, and the only exception to itl 
• treedom• eeeae to ooneiet ot the Tolunt&rT agreemente not to 
eell arranged by the federal ReeerTe Bank ot Rev York. Theee 
agreement•, hoveTer, oan eoaroely aoooun~ tor the important 
ral:y wh1oh the note market baa etaged independently ot the bond aarket since September 6, ae ehovn in the aoooapanying chart. 

Attaohaen~ . 

Regraded Unclassified



DJU .. IIICII r• 711 JIILII Olt U.l . IICUIIUII 
llltOII &li D &PTII IIPT. I , 1111 

.-aau PUtt.. a. Dlfhu hw a..t• I TlaW 

~---·0-- ., .. 
I 

T ,,.cca 
( OI'tCMUIOC 
,., ' ' ' ' 

a l 

' '. ' . ' • I lJ 

"I'"" "'" " t•• 

.,II) 
1'_:-., !---. ..,. .• 

\ 
"- \_ 

\ IV ' l"" I"' ...... w -

-.10 

I 
-.fO • 

"-
I 

\ 
I 

(\ \ 
1\ ' 

""" ~~~ 
I 

, .eota, I..S 'flAit\. 

........... 
1\... v 'IV' \ (\. \ 1-

• 

~ V'L\ 1- '('"' 
1--' 

-.!0 

.,.., 

-.10 

-.lO 

' U! -· .... IS - TO eou.....- "= 
' i IV 

.... o 

0 

1 
~ -"' ~ eo.., S..IS 'tcAu l9 Clt&J../ \ / • • 10 

I I I I l l_l _[_ _[__[_ l 1. o o I I I l 
l • " lJ • ·lO --· ,,. 

31 

- .10 

-.10 

__ ., 

-.!0 

-.JO 

•.10 

0 

•• to 

Regraded Unclassified



• 

JR 

Stcrrtar y of StatE , 

tfMhin ·ton. 

1701, SEptcnbEr 18, 6 p .m. 

ORA"~ 

LonJon 

Da tt•l St~ ~Em:•Er 18, 1939 

Rtc 1d 2 :30 p ,m, 

!'OR ~C. WRY .?!lOI' 3Ul'TER110RTI'. 

Two ~actors a~E opErating to product a black markEt 

in ponnds in NE\'1 Yor~: and i n o~hEr ntutral frt t currency 

ctntrra: (ont) tht fact that the out•rtnt official ratE 

of tht pound , part icularl y i n Ntw York, dots not actually 

mtasurt tht ha•.ar cl wi th which tht nntional currEncy of 

Ortat Britain is facEd in this war and (two) thE f act that 

the exchnnGE controls imposed by Gr eat Britain and tht 

co~poncnt part" of thE Britioh Empi rE art by no mEan• 

wattrt i 6ht , T!ds condition is both generic and speci fic : 

&tntric, btCaUSt all countries WhiCh haVE i mposEd forEign 

c:xchangt control havt alv•ays hoC: to fact t ht problEm of 

conti nuous EVAS ion b y conti nually blocki ng up loophol ts ; 

eptci f i c , btcaus t Or <at Brita i n in ordtr to prtsErvE 

insofar aa poss i bl E Loncton ' s standing as a money markt t 

has not comnlEttly blocktd sterling accounts owntd by 

fort i gnEra in Lon1on (a nd h~a also given Americans a 

preftrtnct a s i ndi c a tEd in paragraph 3 my 13o7 of 

StptEmbtr 
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-2- #1701, S~ptcnber 18, 6 p .m., from London. 

SEpt ember l , mi dnight) . ?urthtrmore English and to some 

•~tEnt forei gn banks here havE bccn mad£ the operat ing 

mechnni am and this i n i tatlr m&J well make diabWOSODent 

easier, particul arly in trade transactions whcr~ the 

obvious l nopholr lies in under-invoicing ~xporta and 

ovEr- invoicing i nporta . 

No doubt as time cots on the British foreign 

exchange control syat~ will be tightened. It can thE 

mort ~oaily bE clor>c ao without i mpoa1ng h:lr dships on 

individual~ ~fter the exodus or foreigners who have b een 

rEsident in thE Uni ted Kingdo~ . It is probable that 

as ti•-. goes on the '\mount of dealinGS at below the 

official rntc w!ll tend to dEcli ne but the rat£ itsElf 

may ~lso decline further as the war in th~ west 

incrc.,su in intcnsitJ and destructi on. I f Americans 

takE ndvant~g£ of the prEsEnt regulations to remove 

thEir bol~ncts , Et ectrrn·nnd if ~erican exporters take 

~dv~ntngt of thEir ribhta under the existing regulati ons 

to obtai n convers i on rro~ pounds into dollars tor 

pErforming contracts ~t thE official ratr , sales or pounds, 

on thE bl~ok ~rkct should not provt disadvantageous to 

Amerienn interests since thCJ would only b e mode to thoa~ 

who hnve commitments to liquidate in this countrr and 

could thus do an on tavor 'nble terms . 

But 
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•3• #1701, StptEmbEr 18, 6 p . m., from London. 

But 1f end whEn thE British do tightEn thEir 

txchangt control thEY will ipso focto lost much if not 

moat Of thEir hugE i noomt from tht f i nOOOiQl SErViCES 

which London cuatomc~ily ptrforma- -with rtdounding 

btntf1te to New York. 

KENNEDY 

CSB 

etel r I Cl~' 
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JR 

Storttary of Statt, 

Washington, 

1703, Stptcmbtr 18, 6 p, m, 

PLUII 

London 

Da ted Sept ember 18 , 1939 

Rto 1 d l t05 p . m, 

FOR TREASURY i'ROl. BU'i'TER'IORTH. 

f:itll rtftrtnot to your i nquiry regardi ng thE 

documents rElating t o rEcEnt British financi al 

rEgulatory mEasurts a compltt£ sEt goEs forward to t ilt 

Stott Depnrtmtnt 1n tomor row ' s pouch on tht MANHATTAN, 

Dtlayo in off i cial printing of aots and ordtro r t ndErtd 

the aast.,bly of this matEri a l 1mpos81blt at an t arlirr 

datt , 

CS'3 

U3VI:i:l ll 

ftOIIIM'IJo '~lllA'411f 
' "',.,.,..,; •'it ' " • .;J:(l 

11tt'.-l t'lt ....... u ~ 

Jr.8PEDY 
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S~:orEtnr;' ot St:o.tc , 

ORAl" 

Paris 

/, ,~ 
r' 

Dnt ~·1 September 18, 1939 

Rec 1<l 11 a .m. 

2028, Stpttmb£1" 18, 1 p, m, (SECTION ONE) 

:>OR l'~E TREASURY. 

As a furthcr natnro.l step i n tht mobilization of all 

available ruouroes for tbE prosecut i on or thc flar t he 

JOURNAL OFFICIAL dat Ed Stpt cmbEr 17 1 appearing this morning, 

carriES a Pres i dEnti al deerE£ providing for thE rtgisttri ng 

or all forc i gn i nvEstmEnts . ThE EXpl ana t ory preamble 

statts that '"htre thE system of c.xchanct control makes 

ava i lable to France all resourcEs in i ts ttrri torr 

s i milarly t he present d E?r££ 18 designed to aft'ord a 

"completr register of French assets held abroad" , Article I 

rrada as follows: • All phfsical pErsona of Prrnch 

nationality having their customary <lom1c1lt i n the 

metropolitan area, i n Algeria , in the coloni es , and in the 

African territori Es nndcr FrEnch mandate , and all French 

mor al persons or all forEign mor a l persona for t he 

Establi s m•ents w h1oh they have 1n t he metropolitan 

area Algeria, the colonies and 1n the African territories 

undcr 
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- 2- #2028, September 18 • 1 p .m. (SECTION ONE) from Pari s , 

under Prcnoh mandate who possess abroad movable or 

i llllllovabl£ propcrtv or who possess orcd1ta abroad not 

rcpr tstnttd by transferabr.e securities held in Prance 

or who have concluded agreements of whatsoever nature 

assuring them directly or indirectly of participati on, 

inter est or inco~E abroad. must make to thE office of 

Foreign Affairs rxchnngc creat ed by the decree of 

September 9, 1939, a declaration of these assets by 

category and •taluE an of October 15, 1939, They arc 

likewise obligated to justify at any momEnt upon rEquEst 

of thE office of forei gn exchange the existence of these 

assets or ch:lnt,Ea thErEin after OctobEr 15, 1939" . 

(END SECTION ONE). 

BULLIT'l' 

KLP 
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JR 

StGretnry of State , 

1/n~hington , 

GRAY 

Po.ris 

D11ttd 

ReG 1d 

r! 
September 18, 

11:16 a .m. 

2020, Stptonber 18, l p .m. (SI!CTIOll T\10) . 

37 

1939 

Article II stlpul~tes th~t t h eoc dtelc r ntl ons nust be 

signed b eforE Dteonbcr 1, 1939 . An cxtcnoion 1s gi ven 

to February 1, 1940 for . ,. physio'l l person ormtr or thESE 

a ss ets who i s und Er ~s or for ~ , ornl peroon nhtr£ all 

the tlOSOGintes , mannzcrs , dir t c toro or other representative& 

nr c liktl¥1oe under <ll'll•s", Further dtlnyo nny be grnnttd by 

the f or cign cxerongt of f i e t in ono ts of '' fore£ ocj turt" . 

Arttcle III provid eo t~'lt the nor 11l ptrsons Gi t td i n 

Article I I:IWit file 11 a1':11lnr d t olo.r11ti on nith the office 

of r orci sn txoh!lngt oonctrni ng rmy gol d or forcian 

cxehnng£ holdi ngs 11s of October 15, 1939 ~hiGh arc not 

includtd n1th1n t ht s oopt or cao <t o dtfi ntd under Arttelt I , 

Article IV stipula tes various pt nal t ies r nnulng from 

A~ MJni~ \ J! fiv£ ytnrs il>prisonr.ttnt , finn frolil one 

t-~'1 c'fl> OnE hundrtd thousand fr:>ncs , COnfi aGntion 

of undeclared assets nnd dtnrivnt i on of civil rights , 
1111'1 P..'I.IO 11 r · , . 
• SULLITT 

KLP 
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MJD 

Secretary of State, 

Wash l ngton. 

GRAY 

PARIS 

Da ted September 18, 1939 . 

Rec'd . 12:25 p . m. 

2028, September 18, l p. m. (SEC!ION THREE) . 

38 

The preamble states that just as in otcer fields del1n­

quenci ~ s were pardoned with the bag1nn1ng ot the war in the 

financial domain there ~111 be o oim1lar amnesty (tor tax 

evasion) where assets held abroad are now immediately re­

patriated or included in the new declaration . To this end 

article 5 provides that •no n nanci al claim tor tho past 

may be made subject to the reservation tb&t these assets have 

not been made the object of any administrative or judicial 

proc eedi nga pr lor to the d.a te of the present decree • If 

(a) the assets aro repatriated before October 15, 1939, or 

(b) they are r egularly declared a a trovided herein" . Article 

alslJ/pl.:tah;,Rtha t the intores ted Minie tri es shall fi x the 

tails or application of the preeent decree which 1a to be 

- ~ ~ C1' s usml tted tor ratification by Parli ament in conformi t y with th~ 

Tl!J' I f1lji'I)O • -. UIT 
P:t;OiVU1Qns oJ' the law of llareh 19th, 1939. 
~ I 

BUlL I TT 

CSB 
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JR 

Storttary of Stott, 

liashlngton. 

I 

GRAY 

P~ris 

39 

D~ttd Stptcmbtr 18, 1939 

Rto 1d 11124 O ol:l o 

2028, StptElltbtr 18, 1 p , m, (SECTION FOUR) . 

Tht JOURNAL OFf•'ICIAL of Stpttnbtr 17 11ktl7i S£ corrits 

a dtcrtt containing addit i onal appropri ations of sac£ 

254 Dillion franco chargtnblt to tht 1939 budget , Of that 

s~ 150 Dillion fra ncs is for na inttnonct and i~:~provootnt 

undtr tht Public ']orks Ministry appropriati ons of 

"roads and bridgEs--ordinary rtpairs and for r~ar danagts" , 

Tht Bonk of Franct r atts this morning for sttrling 

art unchnngtd , no.ntly 176 , "0 buying rat£ and 1'16.75 

atlling ro.tt . Unitt~ Sta tts dcllar ratEs art lik£n1st 

unchangEd (43 , 70 and 43, 90) . N~ Cnnadinn dol1nr ratts , 

hO<Itvtr , arE 39 , 70 a nd 40 ,15, (END l :ESSAOE) , 

J<LP 

O J VIJ:.l It 

lo liiAIIY' l~T 

"' 

BULLITT 
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I'BOMI Aaer1oan Zllbaee:r, Parle, J'ranoe 

DlTE: S'Pteaber 18, 1939, & p.a. 

IO. I 20 .. 

JOB Tltl Tfti!A.SUBr. 

40 

For a aoaent t!Ue afternoon we eaw Re:rnaud. The wa:r 

the exoh&Dg• control ia working aeeae to be quite eatie­

taotor:r to Re:rnaud; he &leo eaeme eatiatiad with the general 

French financial e1tuat1on. He eaid that there would be 

nothing to worr:r about it things were going aa well in 

(oll1eaion) t1elde aa the:r are 1D the t1Danoia1. 

There wae further progreae todq in emooth1Dg out ex­

change operation• and the backlog ot pending applloatione wae 

somewhat reduced. The new compuleor:r •oeneua• ot Franoa ' e 

foreign holdings reported in our telegram No. 2028 thh 

morning haa been ph1loeoph1oallJ accepted in t1Danoial 

cirolee were it caueed no eurpriee. Aaer1oan banke are of 

couree pleased that tor the time being at leaat it appliee 

oD17 to foreign (moral person•) and not to ind1Tidual tor-

eignera. 

At preeent there are no i dd1cationa that there will be 

an:r 1mmad1ate •requisitioning• ot the foreign aeaeta w1oh 

haTe to be reported now. HoweTer, i t ia our belief that 

it aa:r onl:r be a queet1on ot tiae unti.l euoh action 1e 

taken, d'Pend1ng on the war' e progreu and ooet. J'ranoe ill 

the ae&Dt1ae ie tr:ring to 11&1nta1D •• auoh ot the liberal 

eoono~ ooaplex1oll ae ie poeeible, Whe11 it doee DOt oolltliot 

with the e~elloiee ot euoceeetull:r prceeouting the war. 
DD '1'1018 0111 AJ]) TWO. BIILLI!'1'. 
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~trd Sr~tcmbcr 18, 1939 

Rto 1 d '7:25 p .m. 

Storrtory of Stot£ 

Woob1113ton 

20¥' , 3 tptrmb£r 18, 6 p .m. (SECTION TFREE) . 

Probl£1223 of l.nttrprrt<.tion or whr.t must bE dEclAred 

will or courst cr1 3E whErE Prtncb b~cra or Am£riccn 

corpornt,ono ore concernEd. 

'I'lu: nouri tits l!IClrkt t wco nc turolly htovy todcy 

but turn over woo on c limitEd ocolc . Tbt Ruasion 

attock on Polcnd wn3 not untxpEottd in fl.nnnciol circlca 

end vlhil£ it nnturclly hod c dtprruing EffEct thErt 

wno no arnu wbllttvrr of pcnic . Moot rrntu i ssuEs 

clootd gEnErally lowrr but o firm undErtonE prEvcilrd. 

, LE TE!"PS thls Ev£nin0 rEports n nEw mEcaurE of 

Britioh cooptrntion with Freno£ in workin~ out Exo~t 

control: thE Sri tish Trtceury bEncEforth will only 

turnioh ot£rl1ng to Frtncb n<ttionolo ngni.nat aold , 

fronoo or othEr rorrtgn currrnoira and Prrnob trcnos 

only will bE furnishEd FrEnch ne.tione.la ogt>inat stErling 

holdings . FrEnch nntionolo will thErrrorr not bt obl£ 

to convert thEir gold holdi nga.in LOndon. into dollcra 

or 

Regraded Unclassified



PAP -2- 20{4
1 
3tpt~btr 18, 6 p ,o . (SECTION THaEE) 

or into othEr non-cllitd ourrtnci ca . Th£ Frtnch nholt -

acl£ ~riot indEX for Augu~t dtclintd rrom 678 to 674 

ow1n3 lnrgtly r.~r.1n to c rtdnotion in thE foodstuffs 

index, c.n th£ othtr haod retail priota roat from 

759 t o 76~ . Ntw eopitnl i oouco duri03 July totaltd 

969
1
000, 000 frtmes compc.rtd nit!' 681 , 0001 000 for 

(E !."T> OF ::ESaJ.GE) 

Btl]" LITT 

EI.IB :rPL 

8f8 I'( 01, 
l~)l'.ftUIIlil ·~··~r •MI 

• .. ,., ,o(llll··-'·" 

, ,. .• : '"'' .,~:. t \.,.ft, 
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TREASURY DEPARTMENT 43 
INT&II OFI"'CE COMMUNICATION 

DATI Sept. 18, 1939• 

TO 

""'"' 
Subject: 

8ecret&r7~Ltenthau 

Ur. llaa~ 

Rae t he outbreak or t he European War changed the 
plana t or the development or the dlotribution or 
eurplue oommodltiee by means or the •rood 8taap1 

plant 

I put the above question to Kr. Kilo Perkins, 
President or the 8urplua Commodltiea Corporation, and he ea1d 
that to date t here had been no change in their previously 
worked out plana . He poi nted out that the 1 8tamp Pl an' ia 
now operating i n Rooheeter, N. Y. , Dayton, Ohio, Seattle, 
Washington, Birml.ngba.at, .Ua. , Shawnee city region, Okla., 
Dee lloines, I owa, and 8pringt1eld, Ill. The plan aay be 
initiated in Salt Lake Ci ty in the va ry near f uture unleee 
some unforeseen development oooura. 

Kr. Perklna pointed out that the war baa out ott the 
export market tor some important food crope, auoh as apple• and 
citrus , and as a reault the surplus diapoaal operation• may have 
to be expanded. 

Kr. Perklna repeated again that the plane tor the 
,develop~nt or the atamp ayatem were going ahead aa before, 
but it increased buaineoa activity here ohculd, tor ezaaple, 
reault 1n '8ubetant1ally i ncreased pri cea t or the coliiDOdltiea 
which t hey were handling, they would, ot courae , take another 
loo~ at 'the eituation. 
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TREASURY DEPARTMENT 

INTER OF'l'lCE COMMUNICATION 

.rooepb P. eottoo, lr· 

1M stete Depart.eat a~ ~~ DOUIJ.Dc about aztT '!'urldllh 

1Dq1liz7 u to t'i.D&DciDC purehaoea ot otaal. ...t 7011 -:r ban -..! 

~ ba 1Jl C<lOUIIOUOD rl\h tbe followiD&o 

'!'be Britiah Mbuudor 1Jl 'l'urka)' ~ told ov Aabaaoador 

that tba Britiob ..... CODOideriDg a 1\ut.bar loaD to 'l'urkq aDd 1Dq1l1rad 

1Dtonoall;r wbetl:ler the trDited St&tea a1abt 1Jl a .. e "''T participate 1D 

ll&ldJl& ouc b loaD, tbe proceed a ot wbicb llilbt ba uoed to otebillH the 

'l'urkiab poud. ()&r Aoobaooedor &&id be doubted that '1'1 would KDt to 

participate, oopaci&ll)' 1D rlnr of the tact that 'l'urka)' baa· DOt repaid 

adn.nceo lllde ~ tba I.Dternatioaal latcb 1Dtlraeto bora whicb ware appar­

...u;, uoed to acquira tbe &Old raaan. """ coDOtitutJ.Dc tba !'llrldllh .,...._ 

raDC)' raolrft. !!~era 1o coiDC to bo a coDtc&DCO at State Depart..Dt 

'too_,.- to 001111der tbio TIUil:iob lituoUc:c. 

a14erit o&14 thie 11 a purel)' 
hypothetical oaee.) 
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lopt .. ber 1S, 1939 

Ill'. Li.,.o•:r ot tlw Stet• Depe.rt•nt telepbone4 .. abont Cab1 ... 

gram 11683 froa Lon4on lhortl:r after noon on Septeaber 16, Attor re• 

ce1'f1"4 the ton I calle4 Ilia beek later in the ~. I 1'oun4 tb.at the 

Depar t•ont of State b.a4 oent no 1notrucUoo. hi tho pro.looo t o Lon4oo. 

&D.4 aoot Ual;r woul4 t ake no acUoo. prior to tlw 4M4 line of lion~ 

aorniQC oot b:r bbeooa4or Xenne4;r • 

• ol.t 9115 P. II. S..tur~, Septeaber 16, I raa4 tbio •eooage to llr. 

!alllo b7 telepboo.e. lie tbo""'t tlw .Brlt1ob emopt1oo.a1 treat .. nt for 

.Uericano •o reaooo.able io. all reopeoto, wltb tho poooible ezcept1oo. 

of tb.at for gol4. I f it might be conoi4oro4 ao a contraToo.tioo. ot 

.UieriO&ll leW for !&orlean oithoD.O to bol4 gol4 OUtoia. of tho 0nito4 

Stateo, he thought n oboul4 oa:r o.otbiac. It thh 1o lepl, ho o-..;saotltll. 

t!wt io.quir;r be a4e ot the liiabaoo:r in Loo.4on ao to whether roa14ant 

Aaori"""• oell~ their gol4 coul4 ooo.Yert the otor1~ procee4o into 

4o1lero at 4,02, 

1 to1~hooe4 Dr. Steart oo. the eu• queoUon at 914o S..tar4t.;r nlgbt. 

lie rocalle4 tb.at ~4 bao u4 1ec1olet10D. for ....... al ;raaro prori~ 

tb.at col4 ot ru14oo.to -:r be reqnle1Uoo.e4, fbio autborit:r 1o now 

•erol;r bo1ac e:urc1oe4. l!e tbo"Cbt Aalri ....... u4 riolate4 no Aaerioao. 

law 1n bol4~ col4 abroa4. lie reterre4 to prl'fioue cableo which be 

tbou«ht proYi4e4 tb.at otor~ procee4o ot oec,..H:r oaleo coul4 onl:r bo 

cco.,erte4 at the •coiac rate• ..,4 tboQCbt thh •ipt 11-•• appl;r to 
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t o prooee4e froa col4 .. leo, Dr, St ewart wao of tho op1D1oa \ba\ tho 

l!:r1Uoh poo1Uoa 1o r .. ooll&'ble • 4 that U Aabaooa4or lemled;r ba4 

ra1oe4 DO o'bJoc:UoD, w ohO'IIl4 aot aow. 

I 1'1o1to4 llr. Linoe7 at tho Stott Doportoent at 11 o 1clocll: 

SUD4oy morD1a&. Bo rocollo4 that tho ploD to requ1o1UoD cold of 

reo14onto of tho 11J11to4 Uncdoa •• -.4& lmo"" to ua loot ll&rch 1n 

'!ntterworth 1 o coof14&DU&l cable, &D4 OC&1J1 oD Septea'bor II, &D4 

that we have tabu 110 •=option thereto, Be feala that the offer of 

the llr1Uoh to po:y 168 oh1ll1a&o per OUDCo for ho&r4o4 col4 1o fair, 

Be referred to t he llr1Uoh lepol&UoD &lrea4:1 on their 'boob to tho 

effeot that roo14&Dto of the 11Al.te4 ~~ lll.a)lt 'be roqu .. h4 to ooll 

their col4, Won-rooi4onto aaoumo4 that the:y would Dot 'be r equired to 

0011 COld hoor4od in leD4oD, 'l'ho latter &rO DOW perait\ed to ohip 

it out, lnlt 1n oo 4o1nc ••t P"7 •=•u1To w.r rial< iuur&nee ODd Met 

other d1ff1culUoo, It they hold it in JD&l&Dd thoro 1o of couroo tho 

oor 4oD&or. Some, therefore, •7 YOlUDt&ril:r offer it to the CoDtrol, 

LiTooey thou&bt the l!:ritioh octioD •• cert&iDl;y llO aoro oxtr•o 

th&D we ooul4 tab 1n oia4lor cir-t&Dcoo and that tho State Dop&r'­

..,.t ohoul4 .U no proteot OD tho pur&l prOY1oioDI, 1aclu41.a& that 

with reopeot to cold. 'l'ho State Doportaent aight han oo110 o'bMn&UODo 

to .U with roopeot to tbo 7 TO&r•' ruliD& OD reo1de!lto . 

lllll: 
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DIVISION OF SAVINGS BONDS 

September 18, 1939. 

To The Secr etary 

From l.!r . Bryan 

~ore Savings Bonde, by eev~ral millions, have been 
bought durin& t~e first fifteen daye of this September, 
despite the war and rapidly r ising stock market, than were 
sold the first fifteen days of Sep tember a year ago. And, 
best of ell, the redemptions have remained i n proportion 
to anount sold, about the same. 

The extraordi nary acceptance or Savings 9onds and t he 
&?parent deter~ination or their owners t o hold on to t hem 
~uat b~ accredited to advertising. Savings Bonds were sold 
to atay sold, and our advertising has not only moved these 
aecuritiea, but built up a great bulwark or public credit 

41 

Pnd conrldence in the Government. Adver t ising can be counted 
on t o do in the future what it haa do ne in t he past . 

A million dollars a year, for two years , spent in 
:nagadnea and newspapers and beo'<ed up by our great 
direct-by-mail ca~paign not only would sell more and core 
Snvin; s Bonde and keep them sold, but bring tremendous and 
vnrled good that would stand our country in good stead 1n 
this dark hour or '.'/orld' 8 histor y . 
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OCIIPAIWkll 07 8AL1II Allll JllllaP!IOJI 

07 

1ll1'l'ZD Sti9S SI.VDI08 BOIIIl8 

Total Sal ea .... . . .......................... t l6 , 90., tOO 

Tot al B.a-.pt1on•····•·• •••••······ · ······• 3,1?9,700. 

To't:al Sal••· .••••• ••• .• ••••••.••••.••••••• te•,ooe,soo. 

~otal Re4 .. pt1one •••••••••••• • •••••••••••• t ~ , el8 , 900. 
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TO 

TREASURY DEPARTMENT 

INTER OFf'lCE COMMUNICAT10N 

49 
OOIJ'IDDTIAL 

OAU 8ept. 18, 1939, 

.oo .. 
8ecret:p.rgentbau 

Kr. Haa . 
Subject: Report ot telephone oonvereat1ona with advieory 

group member• re bueineaa outlook in connection 
with revieed revenue eatimatee. 

In connection with the reviaion ot the revenue eatiaatee 
we are now making, to take into account the changed situation 
which may reault as a ooneequence ot the European War, I dia­
cueeed the bueineea outlook by telephone on Friday, Sept. 16 , 
1939, wi th the tollow1ng people who bave been a ttending t he 
advi aory group meetinge on revenue estimates : 

Kr. George B. Roberta, 
Vice Preaident, 
National City Bank ot New York. 

Kr. Seymour L. Andrew, 
Chief Statistician, 
American Telephone & Telegraph Co . 

Ur. Walter L1ehtene t e1n, 
Vice President, 
Firat Na tional Bank ot Chicago. 

Mr. F. Lealie Hayford, 
General Uotore Corporat ion. 

Col . Leonard P. ATrea, 
Vice Preaident , 
Cleveland True t Company. 

Mr. Ragnar D, Naeaa, 
Vice Preaident, 
Tri-Continental Corporation. 

••Mr. Joseph s. Crewe, 
Barrett Aaaociatee, 
New York City. 

Ur. Lionel D. Edie, 
New York C1t7. 

I aelted each ot t h em to give me hie beat eetimate ot 
t he Federal Reaerve Board' & Index ot Induetrial Production and 
the Bureau ot Labor Statietica 1 Commodity Price Index, aa t ollowa: 

Average tor Calendar Year 1939 
December 1939 
Average Firat Six Konthe 194o 
June l94o 

•• Hr. Crewe waa auggeated to me by Mr. Ranee eome monthe ago. 
Aa I recall, he worked tor Wr. Hanea at one time. 
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Secretary Yorgenthau - 2- !:0 

In all caaea the estimates are the considered opinions 
ot these men and were reported to me atter 1117 original call, aome 
ot them coming in Friday evening and the remainder on Saturda:r 
morning. Their replies are summarized in Tables 1, 2, and J, 
which are attached. 

Outlook for Induetria1 Production 

You will note that all or t hem expect the F.R.B. 
Index or Industrial Production to be a t a much higher level 
between now and t he end or this year . Mr. Roberta, Wr. Naeae, 
and Ur. Crews estimate t hat the index for the calendar year 1939 
will average 10~ . Thia means that some month between now and 
the end or this ;year will have to average 120 or better. Several 
ot theo, 1nclucUng lolr. Hayford' and lolr. Edie, expect the hiGher 
month aometlae before December, probably in November . 

Although t here exiata considerable uniforMity of 
opinion with regard to the period between now and the end or 
this year, there ia considerable divergence or opinion with 
respect to the outlook tor the first six months or 19~. Some 
or them, notably lolr. Edle, who before the outbreak or war were 
fa1rl:r opt1m1etic about the first six months or 19~. have now 
changed their poeit1ona in light or the war development& and 
look tor more or lees of a setback during t hat period. Mr. Edie, 
t~ . Roberts , Ur. Naeaa, Mr. Crewe, Wr. Hayford, Mr. Lichtenstein, 
and to a lesser extent Ur. Ayres, feel that the increased bueineaa 
activity bet,een now and the end of this year will to a consider­
able extent go into 1nventor:r of one form or ano ther. The:r 
believe that the present act1v1t;y ia borrowing on the future. 
The only thing, aa they see it, which would prevent a decline 
later would be an increase in wa.r or related orders which would 
give production the neceasar:r support. The:r feel it is unlikely 
that wa r ordere will come in in sufficient volume at auch an 
early period. Ur. Roberts deaoribed the present situation as 
a 1 boomlet•. Ur. Ed.ie said it looked to him like more or leee 
or a etampede which wae great l:r over-discounting near term 
development& and waa bound to reault in a decline . 

~r. Roberta , Ur. Naeea, Ur. Hayford, and Mr. Lichtenstein, 
however, reel that atter the decline, business will again be 
moving upward in the Spring or late Spring or 19~. Yr. Edie 
and Yr. Orewe, on the other hand, were not eo optimistic that 
the adjustment would be accompliahed so rapidly, ae you will 
note both or t hem eati mated that the F. R.B. I ndex next June 
would average 100. 

Wr. Andrew eatimated that the F.R.B. Index would con­
tinue upward during the tirat aix months or 19~ and would average 
lJO in June or t hat year. Aa you will note on Table 1, he and 
Yr. Ayrea are the moat optimis tic w1th regard to the rirat eix 
months or 19~. 
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Oatltok (v 0 4J.Sz Pr1••• 
!be.re ie eoanhat Mre Wl1foN1 ~7 1D ~he -41 ~7 

price foreoae~e than in the buaineee foreeaete. !be group ••• 
aeked to eet1aate the B.L.8. Oo..o41t7 Pr1ee Index. !hie iD4ex 
anrapd 75 in J.ugult 1939 all4 for the wee It ending Sept . 9, 
1939 it wae 78.4. The June 194o eetiaatee, ae ehown b7 !able 2, 
anrege 87. !he low eet1aattl are tho .. of llr. Roberte an4 
Kr. Crewe, both being 83. The high figure 11 98! the• of llr. 
L1ohtenetein, the next h1gheet being llr. HaJfor4 e 88. Onl7 
Yr. Crewe eet1aate4 that pricee in the firet eix aonthe of 194o 
would aYerage leee than h1e eet1aate of the Deoeaber 1939 figure. 
You wil l note on !ablo 2 that he expected a eharp r1ae between 
now all4 Deoeaber 1939, and then a alight falling off. Al1 the 
othera expect pr1eee in the firat aix aonthe of 194o to ehow an 
1mp.ronaent OYer their eet1aatee for Deceaber 1939. 
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r .a.s. h4u .... ,_ ATN• l.o'bnh ...,...., ..... Cftvl a.,tort 14ah- .u. 
••la 

""'-fer 103 102 1~ 101 1o4 ~ 102 102 l lle 
Qol ... or T- 1'" 

Du hr 1,, U5 U5 122 U5 lU lU 112 110 112 

., . . ... l'ln• 
11..11 .. u.. l,aMI 

111 117 111 123 112 105 109 lOT 105 

hM 19110 UJ lU 11~ 130 u6 100 U5 112 100 
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J.L.I. IaAez .t.Tonce J.:rre• lla'borto .AJw!.Hv .... Crwo ~or4 Llahh,._ ll41o 
lhla 

.t. ... nce tor 
77·7 77 77·5 77 77 7S 7S 10 77.11 

Cal ...... T-.r19J9 

Doo•'bol' 1939 Sl 79 10 10 10 15 13 S3 Sl 

.......... l'1l'lt 
liz llon\ho 19110 15.1 13 11.5 13 13 sll 15 95 ., 
,_ 19110 ~ S5 113 S5 • 13 a 911 16 
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...... ftC'~ J.ne• lo'beno - ..... Crew ..., .... .au 

I'D liLS I'D BU I'D BU 7D BU I'D BU 7D BU I'D BU Jll JILl I'D 

J.,..ftC'O for 
103 7f .r. 102 77 loll 77.5 101 77 loll n loll 78 102 78 102 ., 102 

Clala4ar Toar 19}9 

U.O.Nr 19}9 U5 n U5 79 122 ., 115 ., us 10 us 85 112 83 llO 8J 112 81 

J.'ftrapftret 
ltz JloaU. 19110 lU 85.1 117 83 lU 123 83 112 83 105 A 109 85 107 95 105 86 

hM 19110 U3 87 118 85 114 8J lJO 85 u6 S4 100 8J U5 A 112 98 100 86 
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OIIOilP 1111!111 0 8epte.ber 111, l9J9. 
91)0 •••• 

Preaentl Mr. GftYel 
Mr. Dlltt1el4 
Xr. Metler 
Xr. llaae 
)(r • 'l'bol!piOD 
Mr. O.eton 
Xr. Ooobran 
xr. White 
Xr. Bell 
Xr. Burg••• 
Xre note 

H.M.Jr: Herbert, 414 TOU haYe a sPod t1aet 

Gaeton: I had a good t11M, thanlt TOU. 

H.M.Jr: Ie Mre. Geeton all r1gbtt 

Gtutonl Ye17 wll. Ve had a nrT good tr1p each vaJ'• Other­
viae, I don 1t ltnow anTth1J18 except 'lfbat I haYe eeen 
1n the papera. I haYen 1t eaen antbodT. 

Burge eel That 1a the ¥aJ' w1 th Duffield. 

Duff1eld1 That 18 right; aomet1mea I am eurpr1aed to ltnow that. 

H. M. Jrl Dan, I gueaa th1e would sP to 70u; I don 1 t ltnow. The 
Xat1ona1 Industrial Conference Board on GoYera.ent 
Expend1 turee. 

Bell: Yee. 

B.M.Jr: I w11h TOU wuld get eoee oop1u and eee 1t TOU oan 
learn aDTth1118· 

Cochran I 

!I.X, Jrl 

1 '1'he French 11aet report all foreign bold1nge. 1 HaYe 
WI got that, Xerlet 

Ve haYen 1 t all the regu1at1one Tit. Ve haYe the 
IUUI&l'T· 

1 Br1ta1n to buT huge food euppl1ee; deta11• furn1ahed 
the u.a • .a.. • V1ll 70u take that, Georget (Band1Dg 
ol1pp1ng to Xr. Baal) 

I think th11 ed1torhl. - I haYI OnlT sot one OOPT 
of 1t - on ~ld and Peaoe and war• - I want to refer 
u to Yh1te. 
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What Val that 1n t 

The Poet . Could r ou get oopiee and turnieh it to 
the •Sleepless Six•t (To Duttield) 

I have the article upon which that ia baaed and I 
will send it around. 

11111 rout 

George, d1d rou get mr meeeage about notes! 

Yea. 

When can r ou give me a picture about the nve-rear 
periodt 

The message I got vas 1n connection with pr1o1ng 
the tive-rear •••• 

You mi ght e1t up oloaer. Let me give rou th1e 
(banding paper to Hr. Haae). 

I reel th1a war: After &11, mr tirat job is to 
raise the moner and the war my mind is working, 
so you people oan be thinking about th1e, ia that 
I would like to get that money out ot the war as 
eoon aa possible. 

I agree with rou. 

I t hink the t1ve-rear tield - eomebodr told me that 
the securities have been rieing nov tor some time. 

!her have been prettr stable l&telr. 

I think Barrie t old me ther wer e r1&1ng. 

There baa been qui te a little reooverr . 

Tb1e idea ot va1 t1ng until things get better - ther 
aar get a damn sight worse. 

The Govel'lllllent market 1e weak this moming and there 
1a very little buring. They are ruebing things, 
bit it a little harder than I would have e:q>ected. 
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Aooording to George '• oh.rt, wbl.oh 1a about the 
third or fourthar lleptaber, the three-quarter 
peroent notee at ~. 1t 1e so1ng up. !o e1t baok 
and aq, •well, we vill wait until thinga fet 
better,• that tiae aa:r not oome, and I don t want 
to give uP this moat favorable poaition I have sot 
that I don 't have to do eomethinf tomorrow. I 
have got the foresight and I don t want to give it 
up. 'l'herefore, if the thing• atqed about the ve:r 
the:r are, I aa thinking in teras of doing something 
next Monde:r, refunding under December note a. 

I aa just pntt1ng :rou all on not1oe that this idea 
of , 1 Let 1s wait until war neve geta better,• and 
eo forth, I can't eee it and I don't want to gin 
up the poe1tion I aa in and find that I lle.ve got 
to do something on the 15th of Deceaber and I have 
got to raise 110ne:r and al.l the reat of it. I p 
talking emphat1call :r, but that doean 1 t ~~ean I p 
going to do it, I aa tr,ing to explain bow I feel 
ao that :rou people can be putting :rour heada on it 
and then be prepared to argue whichever ve:r :rou feel, 
but I am putting :rou on notice. 

lte have got to get the rederal Reserve fellows out 
of the market before we oan be aura of eucoeu. 

I am tblnklng in terma of t he 2)rd. That waa dated 
October let, vaan 1t itt 

Yes. 'l'hat ia a little oloae. 

I aa going to puah :rou fel low• ins tead of :rou puahing 
ae, and let'e ae:r we did it the 25th, oould that be 
dated December l5tht 

Bow about dating it September 15th, a 110nth or half 
a month prev1ouet 

That 1a better. 

That 1a ver, aiaple, lie oan do that, and September, 
19~. 1e vacant. 

September, ·~. ia vaoantt 

Yea, air. 
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'l'he7 han got •••• 

!'be1'8 1e 116 llillion in June and a b1ll1on 1n Deoembe1'. 8epteabe1', 143, 1e &leo vaoant, but the b1.ll1ou 400 111ll1on ot bolide a1'8 called in Ootobe1', Juat a month late1'. 
Ve w1ll keep those th1Dge be.ok ot this. When times get wol'ee, ther will look p1'8ttr good. That 1s, atte1' all, t he nuabe1' one Job ot the 'l'l'euurr and I am solng to ol'Ovd rou people. 
O. I. 

Nov, I don't think tol' the next 24 houl'e ve vlll talk about 1t outalde of the 'l'1'8&SU1'J tamllr, seat I aean let 1 a all d1111:1e1' on 1t. Doe a an7bod7 have a stl'Ong 1'8aot1on against Vhat I am sa71ngt 
I th1nk 1t all depends , HeDr7 , on how the ll&l'ket behaves tol' the next tev d&7s . The start-ott todar 1s not ve17 auepiotous. The queetion 1a whether it w1ll eettle down eoon enough t ol' 1<be.t rou have 1n alnd. I think 1t verr desil'able to get the Federal Reserve people out beto1'e rou do the ti­nanolng, othel'Wlse rou are open to the charge thAt the IIW"ket 1e being rigged tor the nnano1ng. 
'l'hel'e is an ottulng of eoae lt1Dd this momlng. You can watch that. 

Ve w1ll watch that. I think one oan be open-alndad about it. It 1a ent11'81Y pouible i t w1ll settle down ao rou oan do it. 

I ought to have a l1at hel'e on •:r desk ot what a1'8 the pl'ivate offerings fo1' thie week, and I haven ' t got i t. Who 1n t he l'Ooa baa sot 1tt Who can tell me What are the offerings th1e weekt 
I can get u. 
But mo has got itt 

I think thou are 1'eported 1n M1'. Ranee' offioe, M1'. !leoretarr. I have eeen the 1'8porte 1n thel'e. 
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Wallt 1n there and aak it they have th•. 

That 1e the moat i•portant bul1neu I have. 

Moat ot them have ·been withdrawn, practically all 
ot them have , 

But I would 11ke t o have it right here. 

Edt 

Delano signed the letter to the At torney General 
on insurance and you said you wanted me to take 
it ove.r to the A.G and that you would call h1lll and 
he would return the signed letter. 

I told the Cabinet you were going to take it over. 

Jerry rranlt called up on Saturd~ and - have you 
got •• •• 

I Just have a note that he called, 

He couldn't get you eo he talked to me. He had a 
telegram trom h1s man out on the Weet Coast that 
disturbed h1m very much. He wanted to know it we 
had been called ott. 

What did you tell himt 

I told h1a I didn't know about it. 

'lfhT not read 1t out loudt 

59 

'this 1a to Robert E . U1ne, A.ea1etant General Oouneel, 
from Boward A.. Judy, Regional Adminiatrator , San 
rranoieoo, September l'th: . 

1RE OUR TEL l~tb TlUIISAICERIOA. JUR'l'RER INFORMATION 
BEARING Oli RUMOR OF IIE'r?.'LEMEiiT IS A.8 I'OLLOVS: A 
BAli FRANCISOO l"'NAiiCIAL EDITOR TOLD ME 'l'IIIS MORNING 
THAT HE HAD TALIED TO A.. P, GIANNINI IN LAST DAY OR 
TWO 11110 ADVISED HIM THAT THE A.'l'TOIUIEY GENERAL HAD 

1~LEJD O:tJI:~N.!D~sioALi~":!T AB~T Pi:r::orTH~ 
A.SUD IIJRPHY TO ADVISE GIANNINI THAT THE PRESIDENT 
WA.S ANXIOOS TO RAVE SOliE SOLU'l'ION BI\?UGHT .li!Oil'l' or 
GIANNllii 1 S DiniCULTI!S WITH OOVEIUIJIE!n'. GI.AJINIIii 
TOLD EDITOR IN QUEBTIOii THA.'l' '1'IIE REASOII lilY 
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SETTLEMENT HAD NOT BEEN BROUGHT ABOUT HERETOFORE 
WAS BECAUSE MURPHY HAS BEEN BUSY IN LOUISIANA. 
EDITOR INDICATED GIANNINI I S fELLING 1'HIS S!'ORY 
TO ANY PERSONS INrERESTED. PORMER DIRECTOR OF 
TRANSAHERICA OORPORATION WITH ni.I ENDS IN BANX OF 
AMERICA ADVISES 'l'ODAY THA1' JAMES ROOSEVELT HAS 
BEEN AIID NOW IS IN OONF'ERENCE WITH GIANNINIS 
IN SAN FRANCISOO WITH A VIEW '1'0 USING ROOSEVELT 
TO BRING ABOUT BET~LEMEilT OF GIANNINIS DIFFI ­
CULTIES WITH GOVERNMENT. WE HAVE HAD IT FROM 
OTHER SOURCES THAT JAMES ROOSEVELT IS IN BAN 
FRANCISCO AND Ill OONFERENCE WITH THE GIANNINIB. 
ANNOUNCEI!ENT WAS MADE ON RADIO YESTERDAY THAT 
ROOSEVELt HAD RESIGNED HIS POSITION WITH METRO-
GOLD'WYN-MAYER 'AMEN DURING PAST FEif DAYS. I 
HAVE BEEN ASXED 'WHETHER mERE IS TRUTH IN RUMORS 
THAT TRANSAMERICA'S DIFFICULTIES WirH OOIO!ISSION 
HAVE BEEN SETTLED. I HAVE ADVISED THAT 1'KDIE IS 
NO T!UJTH IN IIJCII RUI!.ORS. FORMER 1'RANSAMERICA 
DI REC1'0R ADVISES TODAY THA1' GIANNINI INSPIRED 
SOURCES ARE STATING APPARENTLY TO OVEROOI!E EFFECT 
OF DENIAL HERE THAT REGIONAL OFFICE IS PURPOSELY 
BEING KEPT IN DARX CONCERNING NEGOTIATIONS FOR 
SETTLEMENT . 'WHILE I APPRECIATE DIFFICULTY OF 
INVESTIGATING RUMORS I NEVERTHELESS FEEL THAT 
INVESTI GATION SUGGESTED IN MY TELEGRAM TO YOU OF 
YESTERDAY WOULD HAVE SALUTARY EFFECT AND WOULD BE 
THOROUGHLY JUSTIFIED UNDER CI RCUMSTANCES NOW 
EXISTING. PLEASE ADVISE. • 

You stay behind aDd I v1ll tallt to 70u about it. 
I t i a kind ot a family atta1r. 

The letter ot criticism was sent t or signature. 

I will tAlk to you about that later. 

I have nothing this morning. 

The i nflow ot capital continue& at a more moderate 
rate, and the in now on acocunt ot eeouri t7 trans­
actions continues . In other wor de, t oreignere 
are still acquiring our securitiee, though at a 
moderate rate. 

British selling and others buying' 

!:0 
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Br1t1ah eelllAg fa1rl7 1Ubetant1al, apparentl7 
eTerJ 4&7 pu1'R1Dg ~ pol107 c!.et1nU•l7 ot 
gett1.q rid of eoM all. the Uae. 

Then I han here a table of ratu, exobangea 
r atee wbl.oh are not the oft1o1al ratu but the 
ratee W11oh are q11oted eaoh 4&7 thllt we operate 
under 1n our Cueto a& regulation•, and JOU 1147 
han been tollov1ng it. J ~an 1& not tollov1ng 
eterl1q all the V&J dovn. It &topped at the 
15 peroent deol.1ne, et oetera. I ha•e got the 
table. 

I v1eh 70u would g1Ye a oOpJ of that to Coobran 
· anc~. Ba111e and one to tbe three 1 1 1 a. 1 I baYe 
had cp1te a t&llt with Coohran th1e 110m1q. We 
han Jut got to do eoMthing about th1e eo-oalled 
~aolt aaarltet 1n lew Yorlt, I &ll not at all eat1e­
f1ed with 1t, I got a oall troa Ba111e anc!. I 
unc!.eratanc!. be 1e go1ng up there, Harr1e will be 
here toc!.aJ, 

Yee, be 1e here. 

Barr7 ln1ght eent a oable to the Banlt of England 
wbl.oh I unc!.eretanc!. we p&1d for, tell1q thea what 
hu ~pened 1n the ll&rltet , anc!. we are not tur­
n1ehe4 a oopJ of the oable. It 1e juat unbel1eYable. 
'l'he7 g&Ye a eUJUar, of the c!.aJ'• operat1on to the 
Banlt of England, but I don 1 t get 1t, and I pale!. tor 
~ oable, 

I preeuae that 1nfoiW&t1on will eoon be forth-1q, 
but I oan epealt tor ll)"eelt, I han no 1nfoiW&t1on 
ot the a110unt of traneaot1one wh1oh are BP1n& on, 
bow lllloh 1e be1q offeree!., et oetera. 

Well, beg1nn1q ton1ght . You haYe had 1t tor two 
4&7• now, haYen 1 t 7out 

I haYe U tor ho 4&7•· I requeetec!. th• laet wHit 
to g1n ue the1r mole ut of oablu troa llepteaber 
on. 

Where are tha7t 

lothing hae bee reoe1n4 7et. We aelted tor thaa 

Fr14&J n1ght. 
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It the;r are not 1n the morning ma11, ;rou o~l up 
Incite and aa;r, "Put a man on the tra1n and send 
him do lin here; I want them. Put a man on the tra1n 
v1 th that stuff, beoauee I want them toda;r , I don 1 t 
want any excuses.• 

I don 't think we can operate intelligentl;r unless 
we &leo know the reasons why the otters are being 
made, which means we ma:r han to ltnov e1tber the 
concern or the traneaotione .••• 

I blame ourselves it ve are not on top ot tb1a. It 
ve don 1 t get the information, I think ve are just 
to blame because ve haven 1 t ra1aed bell long enougb. 

There 1a a oonterenoe or t h e Nat i onal Reeources 
CoiiA1ttee, a three-da;r oonterenoe, and I ebould 
like to attend one afternoon or it, eo I vould l11te 
to leave this noon and oome back ton.ight. It is 1n 
Virginia. Come back i .n the morning, I mean. 

Fine. 

I t hink they need eomebody down there to bold th811 
on the ground. I have read their eturr and it is 
pretty tar up in th e air. 

~be rou would l1lte to go down, too. 

No, indeed. 

Tbe;r would be glad to have ;rou. 

Nothing like that . 

Anything eleet 

No. 

Georget 

There 1e something on the bidding (banding book to 
Seoreta1:7). That shows that everrbodJ 18 • ••• 

Anything eleet 

I han nothing elM. I sent 1n that report you 
wanted on Agriculture, probablJ Juet attar you • ••• 
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I han SDt it. 

I th1Dlt u ie illportaat - aatbe Georse 1a worUDr 
011 1t - 1t not, he nght etart on t1Dding out how 
IIUob. ot thh increased aotiY1t7 1e due to inYentor1ee, 
&Dd hov IIUoh 1e real.lJ ID1n8 into heaY)' induetr1 ... 

He caD t1nd that out. 

I han got eometb.1Dg on that. 

Who did the Pree1dent aslt to report on bue1neee 
o•er the veelt-endt 

Oarmod7 reported on that. 

In ooMeot1on with these reneed re•enue eet1aatee, 
I oal.led up J.P in different parte ot the oountr,, 
aDd I will g1Ye you a report on that. 

Collllleroe had a meeting here the latter part ot lut 
veelt in 'IIIlich the7 had eome people dovn, including 
our -.n Roberta, or rather 'l'eaple. 'l'b.e7 eetiaate 
that the index will be lOS tor September and juet 
aa a gueee, the7 8&7 115 tor October. 

When 1t gate to 150, the budget will be balanced. 

It 1t et&JI more thaD one month. 

8terl.1Dg vae weak this mom1Dg, J. 77 and 78. n 
1e dovn ten pointe. It opened vealt th1e mom1Dg, 
3· 77, aa compared with ) .117 laet llaturda.J. 'l'he 
etoclt aarltet q~~otat1one were oom1ng 1n ae I 01111e 
in. tJ. 8. Steel vae down with 15,000 eb.eree eold. 

An)'th1ng eleet 

No good neve. 

Harold, are you gett1Dg etarted on that other •• •• t 

Yee, I aa getting thea in together on th1e eur\'e)'. 

You han etarted on ProouremenU 
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fhe OoTemaent aerltet, ae I aa:r, opened rather 
wealt. The rederal bad t:lle1r bide 1.D at the eaJDe 
epot ae the:r were b1dd1ng on rr1df.7. 'l'he:r wren 1t 
out all together on llaturdf.7, wl11oh vae a little 
Wider the toNal opening, bat the7 expeoted that 
1 t would ooae dow to their t1gare • Ter:r ellortl.:r. 
fhe1r operating ordere are the lAIII ae the7 haTe 
been, l:ut all the pree1dente or all the Reeene 
Banlte are here t!U.e mom1ng and tlle:r are haTing 
a b1g po11110w to deo1de what tbe1r pol1o:r w1ll be. 
No ollange eo tar. 

'1'he7 are all here' 

All here. 

And ;you a re here' 

I 8111 here • 

. lelt liart'1e when he oomee 1.D vbether t:llh fellow 
ought to be lllalt1Dg that announcement or W&ther 
tllet 1e tor \l.lo 

I will. 

Dan' 

I don't ltnow .nether :rou haTe had a report reoentl:r 
on the tood etaap operation e . 'l'he:r onl:r 1e eued 
about a million SQO t:lloueand 1n the e1x o1 t1u an4 
out or that million 1100 t:llouaand, a million 200 
thousand hen bean redeemed. There are et1ll about 
a tl11rd ot tllell outetand1Dg. 

'llbat 1e happening, George, on that, 1n Tiew or 
pr1oee' Are the:r going ahead with 1t' 

I will t1nd out. I tl11nlt the:r probabl.:r will, 
Kr. Seoretar:r, Wlleee the7 are stopped, beoauee 
moat or the ooaaod1t1ee wl11ol1 would be !aTorabl7 
ar·teoted b7 war deaand are not the ••, l11te tru1 te 
and Tagetablee, and eo OD. 

Inoluding apple•' 

Yee. 
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U. 8 . Houa1ng Authority haa entered into oontraot1 
~ to September 13 for t49~.ooo,ooo out of the 
$1!0<>,000 , 000, and they eJtpeot to enter into con­
tracts ber ore the rear 1a out or $180,000,000, 
mak!ng a total ot 167~,000,000 1n oontraota by 
June 30· That ia about aa ta.r aa tbey oan go, be­
eauae they are li.tited 1n t heir orubaidy contract 
to $21!,000,000. They have tpent out ot the 
$114,000,000 'Nh1oh we borrowed for them, t89,000 , 000, 
leaving a balance ot $25,000,000, which they th.ink 
they will epend betcre the end ot October, and they 
may. That just about tits into our scheme ot fi­
nancing. We contemplated $100, 000,000 in October 
and $150,000,000 in February (handing report to 
SecNtar;r). 

I have a letter trom the Act ing Secretary or Agri­
culture aalting me to designAte an Advieor;r Di rector 
to aerve on the tiaoal operation. I am deeignating 
Mr. llaae. 

You remember it came up in a conference with 
Secretary Wallace. 

TheN i s one other matter here. Mr. Delano •••• 

Whioh Delano t 

Co!llptroller. He haa a man, George w. Blattner, tbet 
he vanta to put on for about li.x aontha to get up 
a good annual report thia :rear beginning with t he 
Federal Reaerve and t he rDIO rtp0rt1. 

He used to be Aaaiatant Director to Ooldenveiaer. 
Then he left and vent up to lfev York. Do you know 
him, Randolpht 

Yea, he worked with the National Bureau or Eoonolllio 
Research. Be had a breall:dollll in health, but he hal 
now recol'ered. Be ia a l'er;y good man. Their 
report& to the Co!llptroller hal'e been quite inadequate 
and I thiDII: that 1a a good t hing. 

(To 'l'bompeon) Ban Upham bring that in to ... 

There 11 one other matter. You might llign th11. 
That ie a l'er;y modeot re~eet on the part or ;your 
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aaa1atanta tor their re1aburaement . 

What tund doea th1e come undert 

Under the stabilization tund. 

That ia a stable answer. 

I would like rou three tellov• (Foley, Duttield 
and Gaston) to ataJ. 

(Mr. Radley entere the conference) 

Will JOU gi:re ua a reportt 

The GoYernmenta opened about the eame ae Saturday 
in the tirat minute or two and then they atarted 
to sell ott and ther are nov atand1ng about where 
the P'ederal Reaene bide le t t ott 1n the middle 
ot last week. And at the preaent time rour long~ 
term Government bonda are dow about 9 or 10/32nda. 
There is not too much aotivity, but there ia a 
l ittle selling and there are no buyers in the 
market, 

How IIIIlCh have they boughtt 

They haYe bought 750, 000 oYer the counter and la.e 
than 100,000 on the Board. 

That 1a not bad. 

That 1e badt 

Not bad. 

o. 1.. 
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Septeaber 18, 19~9 

FOR rilE IIIORE'l'ARY: 

You aeked at the 9:~0 meeting today that you be 

i nformed each morning by Mr. Cochran on the proepeotive 

private aeourity orreringa. !he following arrangement hae 

been worked out with the SEC: !he head of their Registration 

Ottioe will oall Xr. Badley or Xr. Coohran1 e office eaoh 

afternoon and give hi111 the naaee and aaounte or eeourity 

orrer1nge which are registered and aleo will tell b1!ll wh1oh 

reg1atrationa are about to become eligible, that is, available 

tor public otter1ng. 

I have told Mr. Cochran and Mr. Badley t hat thh 

done. 

ESD 
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TREASURY DEPARTMENT 

WASHINGTON 

Sept .. ber 18, 1939. 

IIJIIIORAIIIXDI J'OR TilE SJCRB'rARY: 

Rtport ot l..aportant uttere conctmin& tht Bureau ot 
Cuatoes tor the week en4t4 Sept .. ber 16 .19J9. 

Cott on !aport Suotoo. - 011 Stpt•ber 14, a oi>:cular letter 
wu ittuo4 SlTiD& iuetrucUoue to colltot ort or cuatoaa with repr4 
to tht adainlttraUon ot tb l..aport quotu OD nw cottOB and cotton 
waate eatebl1ahe4 1D tbe Prealdent' a prooluaatloa. ot S.pt•ber 5, 
1939 (T.D. 49956) . Since tho procl..,.UOA Uaiu the 11110unt ot cot­
toe or cottoa waete which 8.51' be mtered. trca tbe coUD.triea 118'\ed. 
thtrtln and prohibita the em or euch o.rUoloe trca all other 
coUDtr·tea, atrlee or ld.thdrawala tor OOD~ptloo COTtriD& eottoa or 
cottOD nate will not be accep·ted on ud after Sept.-Hr 20 Without 
tologrephic authorltatlon trca tho Bureau. liT thie aeo.na the Buraau 
will bo eblo to u.llltaln oc:aplott control ot tho quoteo witbout do­
l011D& the ........ u or tbe -dlty to o.o:r greet onont. (Prertouo 
report, Sopt .. ber 8, 1939.) 

Countenai ling dutioe. -On Sopt .. btr ll , e Treasur,y DocioioD 
( 49958) wao ioaued g1Y1ng the following turtber inatructione in re­
gard to tho oountona1Ung duty order oont eined in T. D. 49821, ae 
aaoodtd by T. D. 49849 and aupploatDttd by T. D. 49878: 

Collootora ot cuotoaa o.ro granted authority to proooad with 
tho liquidation or entries ot dutiable •orohandioo troa Gorlii&DJ 
without roquirln& tho dopoait ot oot1aato4 counttrYtiling duty or 
final aaaeaaent or comtena11 1D& 4u"ty 1D tboae caeee 1n which 
ert4ence ot tb.e nature out lilled 1D \be deolaloa. • •• turratahed an4 
tbe:r art oaUotio4 the\ no bounty or annt heo btBD paid or boat01Jo4 
ou the laportM aerchaDdiae, IUC.b ac~loa ~o be taken w1 tbout r.­
rorriD& tho utter to tho Bw-oeu. 

Collector• are aloe authorized to proceed with tho liqDidetion 
ot ontrita oonriD& 11trchandioo or othor than Go,.... origin l..apor\14 
troa oountrieo other than GtraoA;r 1D dutiable ocotalnoro ot Qoraag 
origin without tho aa•••-t ot oounttrnilln& du\7. (PreYloua ro­
poru, llaroh 24 and 31, April 7 o.nd 28, and 1uno 9, 19)9.) 

(Lk 
Aeoietant to tho Soorotary. 

£8 
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TO 

SubJeot: 

~, 

TREASURY DEPARTMENT £9 
INTER Ofl'ICE COMMUNICATION CONFIDENTIAL 

Seoretary~~Jenthau 

l!r. Haa~ 

The Business Situation, 
~eek ending September 16 , 1939· 

Conclusion• 

OAT& September 18, 1939 

(1) A rapid rise in industrial procluotion and em"Oloyment 
is now under wa:r, which 111&1 carry the FRB i ndex to a leYel 
ap?rox1mating ita 1936-37 high bef ore the end or this year. 
Since the upturn has been brought on partly by a surge or 
speculatiYe buying, howeYer, thie initial rise ie likely to 
be followed by some setback , unleee the export de~~and expand,e 
eu!!ioiently by that time to carry producti on f orward. 

(2) The prospect or an exceeaive price rise is becoming 
somewhat more threatening. Our huge oredit resources, Which 
have been impotent as a prioe ! actor eo long ae they were not 
put to uee, are beginning to t ake part i n the price rise 
through an expansion or commercial l oane, apparently in large 
part tor inventory accumulation. An e xpanding consumer demand 
due to ri ei ng payrolls and incr eaeed !arm income, together 
w1 th the effect or any inoreaee in war orders, will add addi­
t ional i mpetue to the rise i n commodity pricss in coming months. 

(3) During the past week, further etatietical evidence or 
the business upturn has appeared. The New ~ork Ti,mes index 
roee 3. 0 pointe 1n the second week o! September. Our weekly 
new ordere index baa i ncreased sharply, exceeding any hign or 
t hia year or last. Steel oper e tiona are echeduled this week 
a t a 9-point adYance, reaching 79. 3 per cent or capacity. 
Automobile output has been stepped up 50 per cent . In the mean­
time, the rtse in sensitive commodity pricee has rlattened out 
a nd price a or some commodi tie a have a uttered sharp reactions. 

The general situation 

The past week has seen a rurther riae in bueinese activity 
under the inrluence or a continued broad surge or buying !rom 
domestic consumera, much or which baa been or a speculative 
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nature. New ordere 1D eoH in&atri .. , notabl)' in eteel an4 
textilee, haTe ehown eeneational i~roTement. !he Iron Age 
oharaoterisee the TOlu.e ot eteel ordere ae 1 almoet unprece­
dented within eo anort a period'. 8alee ot textilee continued 
in heaT)' Toluae laet week, attar their record-breaking ezpan­
aion the week before. 

In oerta1n reepeote the preeent eituation reeemblee that 
in the eummer ot 1933, following our eabargo on gold, when 
oonauaere and epeoulatore .. barked on a trantio bU)'ing aoTe­
ment owing to the tear ot prioe inflation and r1eing production 
ooate under the !IRA. In that year the J'IIB indez roee troa a 
low or 59 in »&rob to a high ot 100 in July. J. oollapee ot the 
prioe booa in the early tall, howenr, brought a drop 1D the 
J'IIB indu to 72 in NoTeaber. The reoent upturn in bae1o ooa­
aoeity prioee, during the week ended 8epteaber 9, ezceeded that 
ot an)' week in 1933· 

8peoulatin bU)'ing aonmenta or thie nature oh&raoter­
ietioally aoquire euob aoaentua ae to oTtr-dieoount the tactore 
reeponeible tor thea. ror thie and other reaeone it eeeae 
likely that induetrial production will be carried eharpl)' 
higher oTer the next eeTeral aonthe, perhape approaching the 
peak reached in the 1936-37 boom, when the J'IIB index in 
December reached 121. 

'1'he riee bae bee.n predicated in part, boweTer, upon the 
eJPeotation that war ordere will inoreaee ebarply. !hie ID&kee 
bueineee Tulnerable in the eTent that order• do not inoreaee 
immediatel)', or particularly in the eTent ot a peaoe gesture. 
Furthermore, the present leTel ot production ie about in 
balance with ooneuapt1on, leartng no elaok to be caught up , 
henoe a further inoreaee in production auet depend upon either 
an increa .. in coneu.pt1on ( inoluding ezporte) or an 1ncreaee 
in innntor1ee ot aanutactured goode. 

Ooneuapt1on will doubtleu ezpand, perhape aharply, in 
the aonthe ahead. '!'be aoaentu. ot the bU)'ing aonaent, how­
e.ar, Will tend to increaee i .nTentor1ee too rapidly, and ae a 
ooneequenoe 8&1 be followed by a eetbaok in production. !hie 
&ight be aTOided it war ordere ehould inoreaee rapidl)' enough 
during that period to proTide an otteetting intluenoe. 

Lo• inTentorr eituation being oorreoted 

Data now aT&ilable indicate rather olearl)' that the low 
leTele to Wbioh inTentoriee generall)' had been reduced beoauee 
ot prioe weakneu and European unoerta1nt1ee wae an important 
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faotor in the reoent heaYJ bUJing moYement. The National 
Indu1tri&l Conference Board eetiaat•• that .. nuraoturere' 
1tooke of raw .. ter1ale at the end ot Jul7 were the a-.lleet 
during the period ot e1x and one-halt yeare that their index 
baa been oo~~pUed, and about 16 per oent lower thaD the 1•ar 
before. Total 1nnntori .. ot 163 oonoerne at the end ot JulJ, 
ae reported by th1e organization, were 8 per cent lower then 
on the eaJII date ot the prertoue year. 

Our eatiaate ot inYentoriee, deriYed trom a ou.ulat1on 
ot difference• between production and eetimated oonaUIIption, 
(See Chart 1), 1how1 a declining trend in recent montha. The 
end-ot-JUly figure, in dollar Yalue, wae 9 per oent lower then 
the year preYioue. The eatimate tor the end of August is not 
yet available. 

Trade ooiiiiiMinta during the past two weeke indicate that a 
wideapread re-1tocking or euppl1ee ti:nd material• 1e under way. 
1'h1e appeara confirmed by a recent riee in bank loans tor 
commercial and related ueea, according to a aeriee or loan 
t1guree which 1n the put hal been oloeely correlated with 
our inventory index. (Shown on Chart 1.) Commeroial loan•, 
ot oour ee, are generally made tor the purpoee of buying goode 
and materiala. 

Loan expanl1on afteota "Orioe outlook 

The expansion ot credit created by an increae1ng vol1111e 
ot oommeroial loane aay be of ooneiderable inflationary aign1ti­
oance in the outlook tor commodity pricea . The huge Yoluae ot 
aYailable bank credit haa had little effect on prioee becauae 
it hae not ( o1noe 1937) been put to work to aD1 extent 1n bu7-
ing ooiBOdi tie e. It the preeent upturn in loan a martr:e the 
begl,nning or a general credit expaneion e1m1lar to that in the 
1936-37 price boom, it would doubtleu han oonl1derable 
influence on commodity prioea, particul&rl1 When accompanied 
by an increase in both conoumer demand and war demand. 

The upturn in eeneit1Ye commodity prioe1 haa flattened 
out during the paet week, with aharp decline• in prioea of 
eo•• oommoditiea ottaetting ga1na in other•. The price riae 
in raw .. teriala ha1 bean quioll7 reflected in prioea of aell1-
t1n1ehed goode, and hal a1read7 had a oub1tant1&1 influence on 
tin1abed goode prio... (See Chart 2.) The BL8 a11-co11110dity 
index ro1e to 78.~ during the wee It ended 8epteaber 9, wh1oh 
compare• with an AUguat aonthly an rage of 75· o. 
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Aa in other pr1Ge r ·isea, 1'1niebed goode will doubtleee 
be elow to re t leGt tully the upturn in pr1oea ot baaiG Gom­
moditiee, hence producers ot raw material• and workere whoee 
inoomee are increased aa the reeult or improved business will 
enJoy a temporary advantage . Several leading industries, 
lnoludlng eteel, automobiles, paper, Ghem1oala , and rayon, 
have expreseed their intention to hold down prices ot their 
nroducte through the remainder ot thie year. 

The eteel aituation 

A eigniticant s teel development ot the paat week ie the 
~nnounoement by the u. s. Steel Corporation that tiniebed 
steel pr1oea tor delivery up to December 31 Will be held 
unchanged, deepite a aubetantial rise 1n ateel ecrap pr ioea, 
a recent upturn or $2 a ton in pig iron priGea, and increased 
coete Gt other ateel-maklng mater1ala. The annGuncement waa 
fol lowed by a new wave or eteel buying. With a ne~oerta1nty 
ot higher ateel prices next year, the remaining months ot 1939 
are l ikely to eee unusually heavy buYing by eteel consumers, 
partly at the expense o.t early-1940 bul1nesa. Beoauae or the 
probable strain to complete delivery by December 31, it ia 
believed in some quarters that the and ot the year may eee 
steel output among the highest in hiatory. The probable uae 
ot many ant iquated hand mille may result in a greater 1noreaae 
in employment than the rise in output would indicate. 

The Iron Age reports that steel orders recently have 
virtually swamped the aalea and Glerioal torose ot steel 
companies. Comparatively little or the volume baa come trom 
abroad, although export bue1neea baa expanded. An 1mportalit 
taGtor haa been a ruah or epeoitioationa on atesla oontraoted 
tor at low prioea laat May, on wb1Gb m.id-September had been 
aet ae e deadline. 

Thera ia muoh epeoulatlve steel buying going on, according 
to trade reports. The Amer1Gan Metal Market aeya that s t eel 
companies are proceeding cautiously and aooapt1ng order• only 
it accompanied by definite speoiti cationa, ainoe they eae no 
reason tor eo much eudden covering tor future needs, other 
than to beat a possible price rise. 

Meanwhile, various eteel-using industries have been 
expanding operations. The r a1lroade have auddenly 1noreaaed 
their building and repair pr ogram•, and are taking on extr a 
men tor repair work as well aa tor handling the inoreaeed 
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volu11e or buaineu e:q>eeted tbie tall. Inquiriea tor rail­
road equipllent are 1noreae1ng, led by Illinoie Central, whioh 
ie planning to spend $8,000,000 tor new aquipaent. 

'l'he rate or eteel operation a thie week (See Chart~) 
made another wide gain to 79·3 per oent or oapaoity, t 
higheat einoe September 1937. Steel eorap pri oee, often 
considered an important barometer or the underlying ateel 
ettuation, made turther ga1ne laet week, reaching the higheet 
level a1noe the t all or 1937· (Shown on aame ohart . ) 

Automobile output continuee to riee on new model produc­
tion, inoreae,ing 50 per cent thia week to 41,245 unite , 
marking a aeaaonal er9ansion about a month earlier than ln 
either o r the past two yeara. (Bee Chart 4.) Automobile 
dealer• are reporting a remarkable lntereet in 194o models, 
perhepe due ln part to the recent opt1•1atio turn in busineee 
aent1018nt and the improvement in agr1oul tural prices. 

Current business improving 

Our weekly index or new orders tor the tiret week or 
September rose very sharply, due to a marked expansion in 
textile orders and a riee in steel ordera, exceeding any 
previoue figure tor this year or laet. (See Chert 5.) A 
further increase 1s likely in the following week, owing to 
var1oua lage in the figuree aa reported. 

'l'he New York Timea index tor the week ended September 9 
(Shown on Chart 5) roae ;.o pointe to 97.0, with all component• 
higher exoept cotton 111111 activity, which wae down elightly. 
The aeaaonally adJusted indicae tor automobile production, 
eteel production, electric power production, and oarloadinga 
showed notatile i mprovement. Prel11111narr data for the following 
week ahow a further marked riae in the automobile index and a 
riae in the index or ateel activity. 
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m~Jr: 

Operator: 

!IMJr: 

Frank 
MurphJ: 

Hl·IJr: 

M: 

!C!Jr: 

M: 

IIMJr: 

V. : 

!!J.!Jr: 

!!!4Jr: 

J.:: 

!!J.!Jr: 

Hll..Jr: 

~!: 

HMJr: 

M: 

Hello. 

The Attorney General. 

Hello. 

Yea. 

Frank. 

Yea. 

Henr1 tallt1ng. 

Bow are you' 

8epte~r LS, 1939 
10:22 •••• 

I'm fair. l'Te got th1e bad cold that's going to 
my ear a now. 

That's t oo bad. 

How ere you? 

F1ne. 

Frank, I'd like you to see Ed Foley at your con­
•enience on Bank of America and Transamerica. 

Yea. 

When could you aee h1•' 

Right avay. 

Right away! 

Bure. 

Ah ••• •.. 

Ha•e h1m come o•er thia morning. 

Will you give him a definite time' 

Well at a quarter of ele•en' 
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HY.Jr: A quart er ot eleven. 

M: Yeah . 

Rl-!Jr: He'll be there. 

~· · Yeah. 

!!lUr: Thank you eo muoh. 

1~: All r i ght , Henr:r. 

!lliJr : Goodb ye. 
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HJI.Jr: 

Jerome 
Frank: 

HMJr: 

F: 

HMJr: 

F: 

FC-:Jr: 

F: 

Hl.Ur: 

F: 

H!tJr: 

F: 

!!!!Jr: 

F: 

!!!!Jr: 

F: 

Jl!.!Jr : 

F: 

m~Jr: 

Hello. Hello. 

Hello. 

Jerry •••••• 

Yea, air: 

Henry talking. 

Yea. 

September 18, 1939 
U:o4 a .m. 

I'll talk a l ittle bit in riddles but I think 
you ' ll get me. You know when I wae out Saturday 
you called and you talked to Ed •••..• 

Yea. 

•••.•. about a certain telegram. 

Yee. 

And you sent a copy cr t hat to my superior. 

To -- to the President? 

Yeah. 

I aent it to Jim Rove. 

Oh. 

And I told him I Ulought the President clight vant 
t o aee it. I &lao aent a copy to Frank Y.urphy. 

Oood. 

Because I -- I sent it wi th a note to him saying 
that since hie name waa involved, aa well aa the 
Preaident•e, he might want to investigate it. 

Right. ~ell , the reason I'm aek1ng you is be­
causa I wanted t o shov it to hi• unleea you had 
some objection. 
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F: 

HMJr: 

F: 

l!l-!Jr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

ID!Jr: 

F: 

Hli.Jr: 

F: 

F: 

- 2 -

lone at al.l. .U leaet, I 1 a not eure that Jia 
Rowe got 1 t to h1a ao I w111b )'OU would get it to 
b1a. 

How, and 1n that donneotlon, 10 that 1t 70u haYe 
&n)' vorr1e1 you oan la)' them to reat - and Juet 
remember th1a, I'•• been wlth Mr. RooeeYelt eeYen 
yeera here and tour J&era ln Alban)' and I' n -­
I've )'et to have hlm oall ae on &n)'thlng. 

Ob, I know that' e eo beoauae we baYe talked to 
hlm about tble aaUer and be told ue to go tull 
epeed ahead. 

Yeah. 

And the - the )'ounger gentleman that• a mentioned 
there •••••• 

Yea. 

• •••• • waa 1n something alae raoentl)'. 

I don't hear very welll my ear• are atopped up. 

I ea)', the )'oung gentleman that' a mentioned 1n 
t be talegram ••.•.• 

Yeah. 

• •••• • wae 1n eomethlng alae reoentl)', and I vent 
oYer and tal.lted oand1dl)' to hla about that. 

llb-l:mh. 

Be 11 a little oareleea, )'OU know. 

fb11 )'Oung gentleman. 

Yee. 

D111111 oareleaa. 

Ver)' oarelaee. 

Yeah. 
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r: 

!!!!Jr: 

F': 

~~Jr: 

~: 

~: 

li~!Jr: 

F: 

!!!·lJr: 

r : 

HJ:Jr: 

F: 

~.:.Jr: 

r : 

!!!!Jr: 

F: 

Hl!Jr: 

- 3 -

And Whether these rumors are a t all Justified eo 
tar ae he is concerned, I don't know. 

Yea.l) . 

But Just tor your private oar, he very foolishly 
d1d butt into it about six months ago . 

Yeah, I remember. He naked tor a conference; 
don ' t you remember? 

I beg your pardon? 

He ae6ed for a conference between your organiza t ion 
e.nd m1ne. 

'i.'hat' s rigb t , And he had =e -- and till ked to 1'18 

tor an hour about it. 

Yeah. 

And I tol d !:1m t lu\t I could think or noth i ng worse 
tor h1e relative than tor him to continue to do eo. 

Yes . Now, t he reneon I have a good opportun1 ty ie 
t hi s: Th1s morning the Treasury sent over ~o t he 
Attorney General a complaint agains t Transamer1oa 
and the Bank of America on t hat insurance tund. 

Yea . 

I' m sending you a copy of i t. 

Fine . 

Ot my letter t o t he Attorney General . 

Yes. 

I'm also furni shing the President a copr of it. 

Yes. 

And t his gives me a chance, when I give him a copy 
of our let ter to Frank Murphy, whioh I've asked 
Frank to take a.nd Ed has asked him particularly 
to put Rogge on it. · 
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F: 

!l}!Jr: 

F: 

Hl~Jr: 

F: 

Hl!Jr: 

F: 

ffi!Jr: 

?: 

HI·!Jr: 

F: 

HJ.!Jr: 

F: 

!lHJr : 

F: 

ID-!Jr: 

- 4 -
84 

Yeah. 

You see? 

Yea , t1ne. 

It' a halt Bank ot America and it 1 e halt Traneamerioa. 

Yeo. 

And a copy or that will be in your ottice thie 
aft ernoon. 

Well thank you. 

Now this thing, whi le we're not ae sure as we are 
on -- about Moe Annen berg, t hey've got a bell or a 
lot or explaining to do . 

Yea. 

And t or the tiret time it brings the Attorney General 
into the picture. 

Yea . 

Bee? 

Yea. 

And this company which did -- the i nsurance company 
ie a wholly owned euba1d1ary or Tranatllleri ca, so it 
bri ngs you i n . 

Yea. 

Now, when you boil down the five-page ~etter, what 
i t looks like, as though t hey uaed th1& device to 
pump two million dollar s oaah out ot the Bank ot 
America into Trans~~er1ca . 

Yeah. 

That' s what it locka like. 

Yeah. Well now, I'm down here ....•. 

I know. 
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;c:Jr: 

F: 

H!!Jr: 

F: 

P.:·:Jr: 

F: 

I!: 'Jr: 

F: 

n::Jr: 

p: 

!!::Jr: 

F: 

!n!Jr: 

F: 

~:Jr: 

?: 

!!!-!Jr: 
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•••••• at thls -- t his i s that National Resources 
Co'lllllittee. 

Ye'lh . 

And I'm planning to be -- drive up early tomor row 
morning. 

Yeah. 

85 

I might -- do you think I ' d better surely be there 
on that aocount? 

Oh, no, no , no. This -- thls is in Frank }!urphy'e 
hands now. Ed wa s t here a t a quarter of eleven. 

Yes. 

~e - - it's in the At t orney General's hands. Tl:ere'a 
nothing tor you to do . 

Yes. 

Ao far a s I know, t he Attorney General investi gates 
t o see whether 1t has any ori minal aspects . But 
it t hrove an entirely ne~ light -- I think I told 
you about i t before I lett. 

Yes, you d1d. 

Well, it's taken all or this time to get the facta 
together. 

Yeah. 

And it ought to be very useful to S.E. C. 

Yes, indeed. 

And I wanted you to know about i t but I d1dn ' t want 
to use your telegram, . 

Oh, I viah you would. 

But it gives ae an ideal chance to aay, ••!r. 
President, in connect ion with hia telegram, here 
i s the lat est intorcation on Traneaoerica, Bank 
ot America. • 
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HY.Jr: 

F: 

;n:Jr: 

F: 

m:Jr: 

r : 

l!l'.Jr: 

F: 

ffi!Jr: 

F: 
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Fine. 

And 1t 1 a an idea1 thlng to put both on his desk . 

Fine. I think t hat1 6 splendid. 

But I didn't want to do it without tirat t&lking 
to you. 

That's ~uite all right. Nov it you-- it you want 
me tor anything , you can get me down here. 

Well, I don't-- I think our oWn markete, in view 
ot what happened over t he weekend, are acting very 
well. 

get 
I didn't/it this morning . I Just •••... 

liell, they ' re ott I think about two and a ha1t 
pointe. 

Yes. 

llbioh I think 18 very little. 

Yes. All right, thank you tor calling me. 

Goodbye. 

... 
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Enrle 
B11111e: 

!OlJr: 

B: 

H:!Jr: 

;:::Jr: 

3 : 

S: 

!lJ.tJr : 

B: 

HMJr: 

B: 

Good norn1ng, Henry. 

How are you' 

September 1$, 1939 
11:10 a.m. 

Reasonably well. How are you' 

~lell , I ' ve had n terr11'1o oold and 1 t 1 e se t tled in 
ny ears and I have great di f ficul ty in hearing. 

Oh, t hat's a shame. Mine eettled in my sto~ohe . 

Oh, ny I 

( Laughs) Nothing serious. I Jus t want you to -­
I vent you to teel s ympathetic t o me as I do to 
you. 

llell, I felt ver y, very eorry tor myself Sat urday. 

I know you did. You had reason to. 

Earl e , I ' m talking officially. 

Ye!lh. 

I don ' t know whet her you ' re going to have time t o 
s~e Knoke when you ' re up t here or not . 

\iell t hat 's really my main purpose 1n being down 
tovn. 

!low, aside f r om the mea a of last week, Which was 
Just an incident, you aee' 

Ri ght. 

I f eel t he oore I go i nto- tb18 t hing, the mo:·e I 
r eel t hat t he Uni ted States aa a Whole is not on 
top of its Job on f oreign exchange. 

I agree wi th you, Henry. I've been •• ..• • 

Now, I want t o give you a little -- I want • . .... 

• ..... . t hinki ng about it over and over over the 
weekend. 
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H!!.Jr: 

B: 

ID!Jr: 

B: 

HMJr: 
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I want to give you a little 1no1dent Where again, 
I thi nk, the Fed. ot New York hae not treated ue 
right . For eome time the:y have aent ever, night 
a oable to the Bank ot England giving them a re­
view ot 'llb&t happened during the da:y. 

But not to ue1 

Not to ue - but what gripes me most is I'm paying 
tor thoee Ood damn oables . 

(Hearty laughter) 

(Laughter) Nov •• •• • 

Excuse me it I laugh. 

Oood. I don't mind-- It's bad enough not to get 
them but when you pay tor them •••.•. 

Yeah. 
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And I Just sent vord to Knoke , ve asked tor oopiea 
ot all sinoe the tiret ot September and they weren't 
here , and I said if t hey va:n: te4 to put a messenger 
on the train and bring them dovn. 

'l'hat' e right. 

Nov -- I don't know, I didn't teel t he time to get 
excited is nov. 

That' e right. 

And ••.•• 

•••...• planning on getting excited toaorrov aorn~f~ 
and m:y t1ret atep vae going to be to talk ver:y 
oaretully to Ooohran ••.••• 

All •••••• 

• ••••• and aelt h1m wether he tel t that hU eetllJ) in 
that rooa vaa talrl:y adequate - he vaan't nervoue 
about it. 

Well , I 1m not eo ver:y • ••••• 

Regraded Unclassified



B: 

ffi(Jr: 

B: 

I!J.!Jr: 

e: 

El:Jr: 

B: 

re :Jr: 

B: 

HI!Jr: 

s: 

B: 

Hli.Jr: 

B: 

tQ.!Jr: 

B: 

B: 

- 3 -

...... eoae . .... . 

I don't hear terribly well. 

I say, I vas going to talk to Cochran tomorrow 
morning •• ••••. 

Yeah. 

•••••• f irst, as my first etep, t o find out Whether 
he vas perfectly happy ••. ••• 

Yeah. 

•••••• With his se t up 1n hie room- the people he 
has to help h1m with ••...• 

Yeah. 

•....• I have some reason to believe he's 
a little worried about him- about-• • •• • • 

Well •...•. 

""hnt was my point one. 

Well, ony - yeah. 

Then my second thing vas goi ng to be t o have - to 
tlnd out ~eo I was in to see Knoke t oday to whoa 
he reported. In other vorde, I know him vell 
enoup • ...... 

Yeah. 

•••••• to ask him vha t the ae tup ia. Beoauae Knoke 
as an operator is a hundred per cent. 

Yeah. 

But as a substitute tor t he fellow who vent to 
the Standard 011 he'e nobody at all. 

Ri ght. 

And I want to -- I want to tlnd out who 1B doing 
1t there, do you eeet Then the third t hing 1a to 
t1.nd out Whether thU fact-tinder t or Whom we're 
paying $12, 000 a year •••••• 

69 

Regraded Unclassified



!li!Jr: 

s: 

HHJr: 

B: 

Hl!Jr: 

3: 

S!Jr: 

B: 

l!l·!Jr: 

S: 

l!l!Jr: 

B: 

Hl:Jr: 

B: 

!:Y.Jr: 

B: 

HI!Jr: 

B: 

HHJr: 

a: 

Hl-!Jr: 
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Rlght. 

••.•.. Which is $11, 999 more than you'd pay ror quite 
a good man. 

11ell, I Just want to let you know ..... 

(Speake simultaneous ly with Seoy - cannot be 
understood.) 

Earle ... .. . 

Yeah. 

...... rtthout going into t oo muoh --I th i.nk 1t1e 
well worth your time to look into it. 

1:o11, I ' c -- I 1m starting to do it right now, Hen. 

Fine. 

I've Just gotten in and tha t's my only real Job. 

Fine. 

How are you thle morning, Henry? 

Fine. 

You're O. K., are you? 

Pardon me? 

I eay, are you O. X. this morning? 

Oh yes. I'm not-- no, I'm not O.K. but I' m -­
I 1m O.K. enough. (Laughs brletly) 

O. K. enought Well, I ' m oom1ng dovn on the late 
afternoon train . 

All right. 

And I~l be in tomorrow morning early. 

All right , Earle. 

Take oare ot yourself. 

Thank you. 

Ooodbye. 
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l!l!Jr: 

Ed 
roley: 

Hf!Jr: 

F: 

l!l'.Jr: 

F: 

I!HJr: 

F: 

l!f!Jr: 

r: 

Hello. 

Mr. Seoretar7••••·• 

Yee. 

8epC.a'ber 14, 1939 
111~ • ••• 

••• •••• at your oonvenienoe 1'4 like to oome in 
and give you a report on my tal.lt with the A.G. 

I want to hear it. In the meantime I've had a 
moat interesting talk wi th him. 

Vell he's - he ' a obviously quite disturbed and 
I want to tell you •••••• 

I know he ie. 

• ...• the things he said. 

All right . I 'll eee you in a little While. 

Fine, 
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Opera tor: 

ID·!Jr: 

0: 

E4 
Fol ey: 

H!!Jr: 

F: 

!i!·tJr: 

r: 

!D!Jr: 

F: 

!OtJr: 

F: 

Hl·!Jr: 

·-
September 18, 1939 
3:08 p . m. 

{Pause- holding the wire.) 

He's out ot hi e ottiee. 
ainuie. 

Hello, 

Mr. Foley, Go ahead. 

Hello. 

Ed • •••••• 

Yes. 

I'll get him in just a 

3:~ p. m. 

I t hink I ' ve go t a good idea. It we're going to 
have Hr. Rogge try t his ease under aeotion 30 •••••• 

Yeah. 

•• ••••• I t hink it would be nioe trom hie standpoint 
an.d ours it he saw the 24-page letter betore it 
vent out . 

I think that •e a good idea. I don't think he'e in 
town. I t hink he' 11 be baok sometime rev da;rs. 

Well vhere is he' 

Ah -- I think he' a still in Nev Orleans. 

Find out . 

Yeah. 

And take it up Vi th the Attome:r General and aa:r 
thie is going out. Now, Kr. Morgenthau, it this 
ooaee, 1a going t o ask :rou to let Rogge tr:r 1t. 

Yeah. 

And 1t we're riebt on thia plaoe, vould 1t be all 
right Vi th you that ve have Rogge go over i t and 
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Hl!Jr: 

F: 

ID~Jr: 

F: 
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have the underatanding with rou that When thia 
does come to trial Rogge ia going to try it . 

Yeah. 

Vhat do you think1 

Yeah, I think that's a good idea. 

And - - and it aete the stage, you see, tor later 
on that we get Rogge. 

Yea . 

And Rogge , if he ' s got to try it, he-- he ought 
to see t hat letter. 

That's right. 

Vhat? 

Sure. 

Don't you t hink that•e a good idea? 
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Yeah, I think that's a good idea. It won't take him 
so long to go over it aa it vould somebody that 
didn't !<nov anything about u. 

It you find out Where he ia and it goes airmail he'll 
have it tomorrow. 

All right. I 'll check up right away. I sav -- I 
aav Ben at -- at lunch. 

Yea. 

Tom ia out of tovn and won't be back until tomorrow. 

Yeah. 

Ben didn' t aee the A.G. and d1dn 1 t talk with hia 
after be tallttd v1 t h ue. He thinks -Y~ Toa did 
aee the A. G. "ei ther one ot them, eo tar ae he 
lulew, had seen Hoover. They don't have any oon­
taota or traffic vith him. 
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!!li.Jr: 

F: 

HJ.!Jr : 

r: 
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What dld be think of that oon•ereatlon' 

Well be -- (laughs ebortly ) be didn't -- be d14n't -­
dldn1t say. He eald lt wae Juat -- lt wae 1ntereat-
1ng. He wanted t o know 1t you wanted h1m to do 
anything about lt and I said no, you Just wanted 
me t o 1ntorm b1a • •• ••.. 

That• a right . 

••...• so that he would know What the deYelopmente 
were. 

That'a right. Oke y-doke . 

0 . Jt. Thanks . 
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September 18, 1939 
3=37 p.m. 

r.n:Jr: Hollo. 

Operator: l~r. Knoke. Go ahead. 

!!HJr: 

L. VI, 
~no:te : 

!C·(Jr: 

V. • ... 
!C!Jr: 

ll: : 

qr.:Jr: 

K: 

Jn!Jr: 

K: 

HHJr: 

I' • ·' . . 
n::Jr: 

!( : 

JC: 

~!Jr: 

K: 

HJ.!Jr: 

Hello . 

Yea, Mr. Secretary. 

ltnoke .. ... . 

Yea. 

Did you know that Russia drew out 10 ot ita 11 million 
dollars in the Chase Bank? 

llo. 

Whatt 

No. 

\Tell t hey have. 

You mean within the last rev days? 

Today. 

TodaY' 

lie. got word today that they drew their account 
t hey had 11 million dollars on deposit •••..• 

Yea • 

• . . . . • rt th the Chase - they drew it· down to one. 

No , I didn't hear that. 

\tell •....• 

All • ••. .• 

•• •••• • I don ' t know bow I ' m going t o get informat ion 
ot What ' a going on in Nev York, but I certainly 
don't get 1t through you. 
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:::Jr: 
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Hl!Jr: 

H!·!Jr: 
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Mr. Secret ary, two weeks ago I aslted Rove n sky , the 
chair -- t he Vioe President or t he -- or tae Bank 
in charge of the foreign business to please keep 
me posted on -- to watch the -- tl1e U. S.S.R. state 
bank aooount. 

;;ell, what about this wonderful oocmi ttee you• ve 
got up there to advise you and all the rest ot 
th..'"lt stuff? 

~/ell , J.!r . Seo rot ary, this -- t h18 1S • . • .. . • 

I mee.n, this is important to •. ..• 

Yeah, I -- I -- and -- I roali~e tbe t full well, but 
I . -- I don 't think it could • . ... . 

;:ell , it1 a no secret bow I got it. I'll tell you 
hc.w - - how we go t it. !.!r, Aldrich called up the 
State Department and the State Departoent did the 
courtesy of -- ot le t ting -- or letting •rerle 
Cochran know. That's ho~< I got it. 

\·I el l , was Aldrich 1 s purpose to adv10e the -- t he 
acbl1ni st ration ot• • •• • .. • 

Well , I suppooe advising ~lr. Hull , bu t I don't know -
it's a forei gn exchange matter. I don't-- I don't 
!mow why I shouldn 1 t kno>r the -- the same minute 
it happens and Why you people shouldn't k.~ow it. 

or course we wouldn't-- we - - the figures would 
show it to us when - - •nen the reports are oade 
at the end or t he week but •. .•• . 

llell - - I mean, this is - - this is a oatter though - - a 
t hi ng l i ke this is important . 

I -- I don ' t quite understand why Aldrich should 
have called l!r. Hull and not you. That I don' t 
see ottband, but evidently it waa something t hat 
they consi dered worth -- sufficiently important 
to bring to Washington -- not through us but 
directly. 

Uell , it's Just by accident t hat I got it trom the 
State Department. I don ' t gather that Mr. Aldri ch 
told t hem t o tell the Treasury. He may have but 
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I don 1 t know. But I mean -- you 1 re m.y eye a and 
ears in New York. 

Woll, I'm sorry, but I oan only repeat What I said 
before -- that I -- I -- the request was made by me 
at the time . 

'l'o Whom, please? 

'l'o Hr. Rovensky. 

Oh, you can call up Rovenek)' and tell him that -­
t hat I don't understand vhy you aren ' t intorced so 
that you could 1ntorc me. 

Yea. 

And 1t there • s an:•thing like that happening -- I 
mean, I -- I don't vant to set up another agency 
ln Nev York to get information. I've got to rely 
on you. 

Well, ot course, t he -- Secret ary, the -- t~e 
committee oouldn't possibly ge t it because no 
bankers would report to the oommittee its own 
operations. 

.· 
Well, or course - - - I acan -- they're not -- but 
here's something i mportant and Rovensky ought to 
call up Xnoke and tell lnoke a t onos. 

Yeah. Well I'll -- I'll-- I knov I hadn't heard 
trom Rovensky and I ' ll have-- I ' ll ..... 

You oan oall bl.m and -- and you can say that I heard 
th18 through the State Department and you want to 
knov vhy doesn't he tell you d1reot. 

Yes. 

'l'hat you're there as a neoal aide to the United 
States Treaeury and ve want t o know t hese things. 

~/ell, I'll oertainly tell him that-- that they've 
painted me in the wrong light. 
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IIJ!Jr: It oertal.nly don I Atter :you' ve talked to h1a 
v111 :you call ae baokt 

K: Yee, I -- I shall. Certainly. 

Hl!Jr : Thank :you. 
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l!I!Jr: Hello. 

Operator: Mr. Knoke. 

HJ.!Jr: Hello. 

L. W. 
Knoke: M.r. Secretary? 

!CIJr: Yeo, ltnoke. 

Knoke : ltnolte. 

8epte•ber 111, 1939 
4:29 P•• • 

!i:~Jr: Can you talk a llttle louder. 

~: Yea. 

lll!Jr: My ears are all stopped up today. 

K: I called Rovensky •••.. . 

H!t.Jr: Yea. 

K: •••••• reminded him ot the oonvoreation, which he 
remembered. 

li:!Jr: Yeo. 

K: He went over the account and came back and ea1d, 
1 I owe you an apology.• 

Hl'.Jr: Yea. 

It: 1'he - - but the uaounte are not near aa big a1 
1nd1oated. He says the figure• are aa t ollowas 
the average balance tor that account hae been t or 
monthe between ~ and 5 m1ll1on dol.lar•. 

H!!Jr: Yea . 

K: Laat week they went up by 2 m1ll1on. 

HMJr: Yee. 

K: And t h e - the lathr part ot laat week t here were 
taken out ot th e account pa,.enta ae t ollowa s 
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~ . .. . 
lil!Jr: 

K: 

'!l .Jr: 

" : 

HI!Jr: 

K· 

li::Jr: 

K: 
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2 million, mostly transferred to Sweden; 2 million 
transferred to Amtorg; and (aside: two - tour} 
a million and a halt, about , local billa, leaving 
the balance at one and a half million dollars. 

\/ell, do you -- do you see anything po.rtioularl;y 
aigni!ioant in that? 

\loll or course today -- ah -- no , I oan 1 t. The -­
what they probably did ie -- I have no doubt but 
that the;r got f unds from London, and those tunda 
-- they -- the;r transferred again -- they partly 
paid out to Amtorg, partly to Scandinavia. Sign1-
fioanoe, I would say no because we know that they 
have v1 th us tunde which arc bigger than -- not 
bigger but nearly a s big as what they have with 
tho -- vi th the Chase and those accounts -- and 
tha t aooount here stands at 3t million dollars, 
including 2i million gold. 

And they haven't touched thatf 

No , they haven' t touched that. So as tar as we are 
concerned therobaa been no undue activi ty at all. 

All r i ght . Nov would you do me a favor' Would you 
mind repeating th1a t o Merle Cochran' 

Yea, it1 e . ..... 

So it will save me repeat!ng lt to him. Would you 
mind calling •.. •• . 

I ' ll do l t right away . 

Ri ght. Thank you. 

Ah -- as I 8ay, he -- he remembered my request and 
he Just said tha t he forgo t . 

Vell, maybe be von ' t forget 1t next time. 

I bope not. 

All right. fbank you, Xnoke. 

All right, eir. 

Good night . 

Oood night. 
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HMJr: 

Joseph 
Kenned7: 

!!I~Jr: 

K: 

HHJr: 

l!!!Jr: 

J( : 

I!:!J r : 

-· K: 

!!I!Jr: 

K: 

m:.rr: 
K: 

~JtJr: 

K: 

iD~Jr: 

K: 

Hl!Jr: 

K: 

Hl!Jr: 

Hello. 

Hello, Henry. 

Hov are )'OU' 

Not bad. How are you? 

I ' m teel1ng t1ne. 

'l'bat' a good. 

Joe ...... . 

Yea. 

September 19, 1939 
9:12 a . m. 

I see by the morning papers that S1r James Rae, 
Under-Seoretary ot the British Treaaury, 1a 1n 
Canada. 

James Rae? 

James Rae. 

Yeah. 

'ihe Under-Secret ary ot the Br1tUb Treasury. 

Yeah. 

Nov, aa you know, we're having lots ot troubles 
v1th t he pound sterling. 

Yea. 
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And 1t th1a tellov could come dovn on the record 
or ott the record and spend e. de.y or two wt tb me • .•• 

Yea. 

•••••• 1t would be moat ueetul. 

All r1gbt. 

Nov the eooner he oo•ee, the better. 
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;n.rJr: 

K: 

H!!Jr: 

... 
"· 

t-Y.Jr: 

Y. • ... 

Hl:Jr: 

K: 

!!l!Jr: 

ll:!Jr: 

!: 

:C:Jr: 

K: 

HJ.:Jr: 

K: 
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All right. Well I 'll get busy right away nov. 

lihat' s thatt 

I ' ll get busy right away and you'll hear from me 
later thi s - - today. 

Because I don't t hink the British Treaoury knows 
what's going on here. 

Well I -- I think they're hoping that you'll tell 
them. 

Well. ..... 

tbat we've sent over there were 
have been to give an idea ot What's going on over 
there. 

What 1 s that? 

That -- that ' s the ~int. They want to know what 
--What can you tell thee about what's going on. 

Hell , we ca n -- each day wo -- we can tell them 
more . 

Yeah. 

And l t thin fellow would come down, I say, and 
spend a day or two with us, I think ve could c001e 
to a better understanding. 

All right. llhat ls the ~und today? 

Just a second. (Pause) Cochran says -- he's 
sitting here -- that it opened at ~J .S9 in 
Amsterdam. It you ' ll walt a minute I'll tlnd 
out. 

All right. 

Walt a second. I -- I've just bu~~ed, I don't 
know 1f anything will happen. 

Well, I'll get busy, Henry, 
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and I'll get ahold or 0 ar r right away • •••• 
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ID!Jr: Well , wait •••••. 

X: ••••• • 

!!l!Jr: Walt a eeoond. We 111 t1nd out. 

K: 

H:lJr: 

K: 

J:lll.Jr: 

l: 

K: 

Hl·!J r: 

K: 

HHJr: 

K: 

!!I!Jr: 

K: 

HMJr: 

K: 

l!J.:Jr: 

... .. . 

I!!!Jr: 

All right. What - - hov i8 the aitua tion in 
Vaehlngtont 

Our 8i tua tion? 

Oh, yours ia al l right, but how 1a everything 
else? 

I think it ' a pretty good. I t h ink the President 
invi t i ng in these two Republ1oana vaa avell. 

That was good, huh? 

What's that? (Asi de) 

•'hat's t hat? 

Do you t hink i t will be a t ough tight? 

I -- I don't t hink ao , J oe. 

llell that'• good. 

I don • t think so. Fron - - my guns is t hat he •a 
on top ot it. 

Well that's good. 

sterling ia $3.90. 

I aee. Well, that ' s 

$J.90. 

All right, Henry • 
away and aee it ve 
right ot t. 

o. l . 

I' 11 get &hold ot h1a right 
oan sta.rt the t tellow John 
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X: 

l!l~Jr: GoosibJe . 

It: Goodbye. 
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Operator: 

!!).!Jr: 

0: 

hphllber 19. 1939 
):~ p.a. 

(Holding Wire - tallt1ng &eide to people in his ott1os. ) 

He'e not in hie ottioe; I'll trr •••••• 

Whatt 

He'e not in hie ottioe. I'll t1'7 to rind him. 

I!)!Jr: Ah -- Kin -- Vhat's her nuet 

O: HoGulret 

III!Jr: Yeah. 

0: Right. 

(Brier pause) 

0: )!iu HoCiuire. 

Mtee 
MoCiu1re : Yea, Mr. Seoretal'J. 

mtJr: Hello, Miss McGuire. Hov are rout 

1!: 

VerJ vell. 

A memo tor Mr. Fole7. Tell h1m vh1le the iron is 
hot, let ' s ask the Attorne7 General that it he 
deoidee to prosecute the eo-called 8ohenck caeee 
on the vest coast •••••• 

Yea. 

105 

lll!Jr: •••••• that I 1d like Xr. Rogge &lao to proeeoute thoee. 
M: 

PJ!Jr: 

K: 

Hl!Jr; 

M: 

Yea. air. 

Yea, air. 

Will JOU get that to Mr. J'ole'Tf 

Yu, air, 
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l!l'.Jr: !Ugh t o • 

}l : he'd like to haYe h1m make - - wr1te the 
memorandum' 

HMJr: No , he' ll know how to - - he ' ll be seei ng t he Attorney - ­
I ' m sure tbe Attorney General will send f or him again 
i n the next 24 hours . 

1•· All right . 

~Y.Jr: And if not he should go onr there and eay 1f he 
deoidee to prosecut e, Vby I ' a aekJ.ng them - that he 
aeeign Rogge to the Schenok oaeea. 

l' · Very well. I shall tell h1a, e1r. 

l!liJr: 0, K. 

~ · All right . 
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GROUP MEETING 

Bane a 
8m1th 
Burgeu 
Stewart 
GraYea 
llaae 
Fole7 
Durt1eld 
Bailie 
Geaton 
Cochran 
R1etler 
Bell 
Thompson 

September 19, 1939. 
9 130 a.m. 

Preaent l Mr. 
Xr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

Fole71 I th1nlr if John calla hie cocuo1ttee eomet1me th1e 
afternoon, 2:30 or J : OO o 1olook, ve vill be read)'. 

l!anea: I asked Berle to be over here thia morning and he 
asked me to please not ask for a meeting thie 
morning, ae he had auoh a aer1oua matter over 1n 
the State Department. They vera up until 1100 or 
2:00 o ' clock with it last night. So he eaid that 
he oould oome sometime during the d.ay, but not to 
oall him this morning. 

H.M.Jr: Thet adds up al.l right, then. 

Hanea: We v1ll get them together thia a f ternoon. 

l'ole7: We will be read)'. 

H~~nea: Ma7 I aslt, have ve ever go t ten repl1ea rrom all 
the t welve banlta ye t? 

Du!!iold: Yea , I t hink J ohn Rademacher baa the letters . 

Hanes: I notioe that the New York Federal ReaerYe Bank had 
some auggeet1ona, general auggestione. Gene, d1d 
)'OU go OYer that! 

Dutt1eldl Bernie, I think, tallted with Walter Logan. 

Fole7: llalter Logan vaa dovn all da7 7e&terda7, J ohn, the 
General Oounael tor the Bank o f New York. 
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Bane II 

H.le. Jr: 

HIIJ\88 I 

~ole7: 

Ranee: 

Foley: 

Hanes: 

Yo ley: 

Ranee: 

Foley: 

Hano u 

Foley: 

- 2 -

That 1a the th1.ng that baa been holding ~ the 
press releaae. 

Nov the:r baTe got aoae regu1at.1ona which ought 
to go out. 

Han 70u got an:rth1ngt 

No, I Just want to 8&7 that I baTe been oYer the 
regulations that ve drafted up t1rat and 1t there 
has been any ohange 1n those regulations, I h..o.Ye 
no objeot1oh to them. 

I want a chance to go oYer them. I want to talk 
to Kr. Bailie and I tbJ.nk ve v1U be read;r, John, 
this afternoon whene•er you wan t to get your com­
mittee ready and it you vant to eee ue before you 
get t he coamittee.~ • • 

Let's try to get them, saY, tor ~:oo o'clock and 
then ve v1ll all be ready. 

Do you want to 888 us betore t 

Yea. 

What timet 

J.rl7 time. 

You piok the tiae and ve v1ll be there. 

Right after th18 meeting. 

That 1e too early, beoauae I vant to go onr them 
and I vant to go over them vith Kr. Ba1l1e. 

When :rou are read;r Just oall me . 

Are there ohangeet 

Yea, there are 801111 changes . 

Vall, I aa going to sit tight and do nothing until 
I hear from Ranee and Duffield. 
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foley: 

R.M.Jr: 

Gaaton: 

~09 

- 3-

It 1a 
Ed 1o 
dar· 

a terr1bl7 complicated teohnioal problem that 
up against, to write out tha tbings in one 
I mean it is some Job. 

I think ve got eome help out ot reeterdar's meeting 
trom the la'117ere 'llho were down here . 

Herbert' 

I have some letters here that have been prepared to 
send to the various people in the tield on this lAw 
enforcement coordination, change in the srstem of 
coordination, instead ot having the Coast Guard 
officers ae coordinators , naming other men 'llho are 
more directl7 ooncerned with the sort ot work the)" 
are doing. It rou have no objeotione, I wlll aigD 
tbe• and a end them out . 

That ia rour reaponaib1litr then. 

The onlr reaeon I brought it up 1e beoause Albert 
aaid that he apoke to rou about the thing a ome time 
ago and rcu said not to do it right away until you 
had a ohanoe to talk with me about it . 

The reason I didn 't want to do it, I vae waiting 
on you. 

0. 1. , tine. 

lnov1ng that you had th.io 1n al.nd. I think that is 
the reaeon. It eounds like a good reason today to 
me. 

Here is a letter appointing a U. 8. Ci rcuit Judge 
as a member ot the Advisory Committee ot the Coaet 
Ouard Aoademr. Ha;rbe he would like to have your­
signature on the letter. 

Yours is good enough. 

That iR all rigbt. 

Karle' 

I have nothing, 

Regraded Unclassified



- 4- !:!.0 

B.M.Jr: Genet 

l>uftieldl h Duncan A1ka•n dcvn tor 10 130 todqt 

H,M,Jrl Yee. 

l>uttieldl That 1B an. 

B,li,Jr: An;yth1ng else, Genet 

Duttieldl That 1e all. ' 

!'ole;rl I haTe nothlllg. 

Burgesel 'l'h& 11ar1tet i8 a1l etead;y t111e aoro1ng, !hey hann't 
bougtlt anythlllg yet. llo great change 1n quotat1one. 
They had a aeeting ot the preeidente ot a1l the 
ReeerTe BanltAI yesterday, Open Xarltet Collllli ttee, 
equared ott. They are haYing a aeet1ng ot the 
Execut1Te Committee today, eo that 1t we are tl11nlt­
ing eeriou8ly about tinano1ng, we probably ought to 
indicate to them s omething about it, I think. 

H.li.Jrl It i8 all right with ae. 

Burgea81 Want me to go ahead and talk to theat 

H.K. Jr: Sure. 

Burgeee: .&l.l right. 

H. li,Jr: '!e1l thea to clear t he traoke, t he Treaaur7 1e 
oollling. 

Burgeae: ~ I add, Henry, that I vu telttng with Dan and 
'l'oa a little - I haTen't bad a chance to tallt v1th 
Earle - our feeling ie that we would do better it 
we oould to do all at once the Jobe we had 1n aind 
tor 8epteaber 15th, that ie, to retund plue eoae 
caeb, and that it we waited until October 15th 
there would be a Ter;r good cbanoe ot doing thie. 
I tl11nk it ie a little earl;r yet to do it. 

R.M,Jr l I a.aa alvaye aaar.ed at vbat Vaebington will do to 
tbeee !lev York tellove after they are here two 
or three dqe. !bey get eo b'Qehed. I ••• puebing 
you yeeterday and you Vallt to pueb ae today. U 
11 all right; we will talk it onr. I aa not aure; 
I don't !mow. 
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Burgees: 

H.M.Jr : 

Burgees: 

H. ~. Jr: 

Burgeee: 

H,II,Jr: 

Bell: 

Burgeae: 

H.H.Jr: 

Bailie: 

Burgeu: 

Ba111e: 

R. M,Jr: 

Burgeee: 

H.M.Jr: 

- 5 -

I tiUnlt the market 1a atead71118 down 1t ve oan 
give 1t a couple or weeks. 

I w111 g1ve 70u a compromise: 
and sell a )00 million dollar 
Jeaee. 

Do 7our refunding 
three-7ear note to 

I think 70u can sell straight Treaeur,. obligations 
better at th1a time. 

In view or eome past hietor,. which I have no con­
trol over, I tiUnlt 1t would a1t better acrose the 
lfh1te House it 10U cUd 1t t hat wq, It ian ' t 
absolutely necesear7, but I think 1t would, 

'!'hat could be done. !hat 18 a poae1ble program. 
It m.1gbt vorlt. I would like to th1nlt about it, 

Think about it. 

There would be 100 m1111on tor Housing, too, even 
more than we needed tor RJ'O, 

That ia mixing up a little t oo muoh to do all that 
at onoe, 

I wasn't thinking ot do1ng it at onoe. Do there­
funding, then wait a couple ot weelta or a veelt, 

I would 111te to get aome new money. 

Xea, I VOilld lll:e to aee that , then 70u a re e1 t t1ng 
pratt,., 

In bouaelteep1ng, 70u have got t o go on. 

'!'he main thing 1e to let the Federal know that the 
Treaaur7 wante the traolta clear. I am not 1mpl 71ng 
what ltind ot a train ia on the traolta. 

fhat 18 right. 

But whatever 1t 1e •• •• 

Belli Xou 01111 have them ewildled . 
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Let 1e get her ott the tracke. 

KaYe )'OU got that ~111g that leg1~1aauz .. Harold 
(}ranet 

fboiiJ)ecnl llc, I baYel11t . 

B.li.Jr: Well, let '• ban u . 

Gravee: 

S&J.tb: 

E.I!.Jr: 

8Cll.tb: 

H.M.Jr: 

Smith: 

H.lt.Jr: 

S.Ub: 

B.X.Jr: 

811!1tb: 

H.li.Jr: 

8C1l. th: 

H.M.Jr: 

8m1t bl 

Do :rcu baYe anJ'h111g, Harold t 

lloth111g. 

(}lad to eee )'OU loollllg eo well. 

Sue to :rou, 'roa. .t.re :rou back lloaet 

llpent lluDdaJ and Xo114aJ 111 St. Louie. 

Did :rcu lloae acoounte 011 a ccount ot hav1J18 worked 
tor aet 

llo. 

Did :rou get an:rt 

I aa not tell1118. 

lOu look to •• a a thougb :rou had ewallowed the 
oat 'e pajaaaa. 

I had a good Uae anybov. 

o. 1. AD,Tth1Jig JOU want, 'roat 

No , I have 11oth111g. 

In Y1ev ot tbe bui11eae araalld here, )'OU a1ght 
get poated 011 .. .. 

That 1a what I waa doing. I had breaktaat With 
ICr. Upbaa ad we han belA at U e1110e about a 
qJJ.rter ot S:oo. II tb.at aarl:r enou&tl to et artt 

It 1a tor 'ru .. daJ. 

112 
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eeevart: 

H."'.Jr: 

Smith: 

H,M, Jr: 

Haas: 

H.M.Jr: 

Cochran: 

Bane a: 

Cochran: 

- 7 -

I haYe noth1Jl3 to aq. 

Get one ot these tellovs to tel l you about the 
maetill3 toda;r 1n oonnaot1on v1 th the Nev Yorlr. 
banlta, !om. Stewart ltnova all. about 1t. Get 
them to tell 70u, rlll 70ut 

.Ul right. 

I mean particularly about t h11 morning's meeting 
so 1! any queat1on about 1t oome s up, about the 
Treasury 1nYeat1gat1ng New Yorlr. banlr.a, you v1ll 
lr.nov just vbat ve d id and d1dn 1 t aq, because un­
doubtedly you v1ll be aalr.ed. 

Georget 

I heYe nothing 1n part1oular. Here 1a a little 
note on the atampa. I tallr.ed to Perlr.1na. That 
other 1tea on the Br1t1ah, the Br1t1ah item you 
handed ae , I ban got the 1ntoraat1on on that . 
It doesn't amount to auoh. I juat gpt i t before 
I cue ln. That i tam you eav 1n the paper about -
they oan't substantiate 1t but there 1a another 
th.ing 'Mhioh it mistlt han been baaed on. I rlll 
g11111 you a note on it. 

Kerlet 

Juet had th1e laet rate on aterl1ng ot 3.95. I t 
closed laet night at 3.g1 and three-quartere. It 
opened at g6. 

In tallr.ing to Nev Yorlr. , the Pederal att ributed 1t 
to three th1nge, the firet perhape to your preee 
interYlev of yeaterdq aft ernoon, the aeoond to the 
fact that 1t 1e beg1nn1na to be lr.nown nov that ther 
are selling t boae cotton bi lla at 4 . 02. !hat ia 
talr.1ng acme ot the burden ott this other aarlr.et. 
The third 1a some hope that there might be a oon­
o111atory apeeoh by Hitler, that it might be ao 
interpreted. 

That 1a at noon toda:r. 

Yee. 
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Ba1111l 

Cochran: 

B.M.Jr: 

Cochran: 

H.M. Jrl 

R1etler: 

H.X. Jr: 

R1efler 1 

B.X. Jr: 

Bell: 

B.M.Jr: 

Belli 

H. M.Jr; 

Bell: 

- s -

Ha•e the7 aeen &n7 Br1t1ah 1nter'rent1on 10 the 
eo- called black aarkett 

Tbe7 wondered vbether there bad been eoae 1n 
Ameterdaa. That opened etrong 701terda7 110m1ng. 

I wae nerYOue arter ., preu 1Dten1ew. I 414n 1t 
know bow 1t 'll)u1d go. I reuued that I wae 
walking on egge, but I d1d the but I could. 

That 1a all . 

Are 70u leaY1ng at nooot 

I changed a7 m1nd. 

Oan1t I get rid ot 70ut 

Ko . 

Dant 

That newspaper ol1pp1ng JOU ga•e ae 7eeter4&7 on 
expend1tur .. or the Industrial Oonterenoe Board 
wae a report on the tot al elq)end1 turu or OoYern­
IIIDt un1tl or the oount17 and we bann ' t the de­
tailed report 7et and won 1 t get 1 t until to..,rrow, 
but ae tar a• I oan tell 1t 11 about the eue ae 

114 

the art1ole written b7 Ro7 1n the Treaeu17 Bulletin. 
I don 't know whether JOU bad a report on lut n1gbt 1e 
!rea8U17 bllh, but we baYe reoe1Yed b1de tor 490 
a1111on, wb1oh wae an 1noreue or lllo a1ll1oo o•er 
the preY1oue week and the rate d.ropped 15.9 to 12. 5. 

Vou1d JOU wr1te •• a aeao baaed on that eo I can 
eend 1t to tbe Pree1deott 

lCee. 

'11111 70U g1Ye 1t to aet 

Yee. 

Here 1e another 1tea that a&7 be or 1Dterut to 
JOU. I eav 1D a Soo1al Seour1t7 Board releaee -
I doa ' t know 11bat 1t aNA• - the report en41q 
Septeaber 2nd lbond that the ola1ae reoe1• ed 
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H.M.Jr: 

Gaaton: 
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for unemplo,ment oompenaat1on dropped 11 6/lOtba. 
'l'bat vas the fourth veelr. . 

lie got 30 all1.1on dollar• yeaterdq from thla 
Frederick V, VanderbUt eatate. fbat h nioe. 

He vas a neighbor of the Prea1dent•e. 

No suit, just an ordinary uttlementt 

Bell: Juat pa,ment of ordlnary taxea. ~ulte a chunk. 

H.li.Jr: 

Foley: 

Bell: 

Foley: 

H.X.Jr: 

Bailie : 

Bell: 

H. M.Jr: 

What this country need• 1e more dead Vanderbilt&. 

Hov long baa that been banging' 

I don't knov, 

Twenty year• or more' 

Ob, a couple of years or more. 

A very ebort time. He juat bad loade of aeour1t1ea 
and they ver a eaa1ly evaluated. He badn 1 t been 1n 
bua1naee at all. 

Aa a matter of taot, I didn 1 t lulov be vaa dead. 

You do nov. 

Anything alae' 

Bell: 1'b1a 11 a death notice to me. 

Tbo111peon: 

R. M.Jr: 

Thompson: 

R, II,Jr: 

!bat h all. 

You m&)' be 1ntereated to know that Captain Ilng, 
Comm1aa1oner ot the L1gbtbouae llerv1oe, baa retired 
a1noe they have oonaolidated vitb the Coaat Guard. 

What 1a be, Co.aiaaioner' 

Coma1aa1oner of Lightbou•••· 

The bead of 1tt 

: 15 
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!boiiJIIODI Xu. 

s.x.Jr: What u he go1JI& to 4Dt 

!bOIIJ)IODI Juet ret1re. 

B. li.Jr: Al1 r1ght , gentleUD. 
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lferle Cochran oame in and reported that 
Pineent, 1'1nanc1al Attache of tile Br1t1ah imbau7, 
telle nia tliat the Pree1dant aa;ya he dou not weJtt 
the Br1t1eh to form a corporation for bu71ng at th1e t 1me. 

I called up K1ae Tully and aa1d, 'W1ll :rou 
please au the Pree1dent 1t he d1d t ell that to 
the Br1t1eh, because I undera tood that wae what 
be d1d want and I underatOod bia to aa;y be wanted 
a corporation forll8d along t he l1ne or the Uni­
Yereal of the Chineae. Ask h1a pleaee tell .. 
what did he want . • 
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PAIInAL P.ARAPIIIWI& OP m ... •• UCKI'fD 

rllt*l AIMr1ou lllbue;r, Berlin, O.r.an;r 

DATil B~taabar 19, 19~, 10 a . a. 

10.1 1:51. 

The l\e1oubanlt atateunt tor a14 B~t-ber aho,.. 

a daoraaa• in tu 1\aiohebanlt note iaaua during the week 

ot 382 a1111on urlta t o a total ot 10,608 a1111on aerlta 

118 

a figure vh1oh ho,..Tar 18 atlll 1902 111ll1on aerlta higher 

than on Aupat 111. 'llhll.e tiCUl'•• tor rentenbanlt note i eauanoe 

are not aYa1lable it ie a .. uaed that their oiroulation 

expanded, to Ju~ "ll the inoreaai .ng nuaber or aaall denoa1na­

t1on rantenbanlt notea wh1oh 1n plaoa or ailTar are encountered 

1n da1l;r tranaeotiona. 

Total loane and inTeataenta ot the ReioUbanlt 4eoraaaa4 

118 111ll1on to 118'711 million aarlta. On B~t•bar 1~, 19:58 

the fi~Ul'a waa onl;r '7219 111llion. Reiohabanlt holdlnga ot 

bi lla and oheolta daoraaae4 262 a1llion during tha ••* to 

10:5:50 111llion lll&l'lta but eligible aeouritiea inoreaae4 102 

111ll1ona to 180&• a1ll1ona. The 1t• 111aoellanaoua uaata 

ras1atal'ft a large 4eo11ne ot ol88 .Ulion a&l'lta 4ul'1llg the 

week in41oaUac that pr .. uaabl:r •• a reaul t ot tha haaT;r 

tax raoaipta or B~taaber 10 the 'l'l'aaaur:r, tha a tate ra11-

l'Oa4a, and the poatal a:rat•, han ~&14 a part ot tha1r 

opara'lftc ore41ta with the Re1ob.abult. 

IYen with the 4eol1nea ot the paet , .. It the Re1oha­

banlt 
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b.nk oheok and bill portf olio ie 1900 a1llion sarke an4 

the 1miaoellaneoue u .. t a• it• 11 276 million SArka h1ghao 

than on Auguet ll!, 19:58. 

Under the new Reiohabank law ot June 15, in the t1ret 

or theee item• oommeroial billa and treaeurr bille are 

nerged together, preeuaably in order that the extent ot 

goTernaent borrowing troa the Central Bank oan be oonoealed 

rrom the publ1o. The n ew law Tirtually abol1ehed forsal. 

11111ta tor etate borrowing troa the Bank. Very probably 

moat ot the aggregate inoreue 1A both Re1oh.ebank bill 

holdinge and mieoellaneoue aeeete of 21715 1111llion marks 

ia made up by government borrowing froa the Central Bank 

during the paat month of mili tary preparations and actual 

warfare . The aforementioned borrowing ia additional to 

the amounts of recent ealel of treaeurr billa to the 

pr1Tate banks, aal .. to the eartnge bank a and 1Aauranca 

cocrpan1u of long ter. bondl, an4 the ieeuanoe of tax 

ant icipation oertiticatee in part payaent tor purch&lee 

by the OoTernaent,-all of the laet mentioned aaounte being 

a e yet ucrpubl1ahe4. 

It 1e requuted that thb telegraa be repeated to 

the Treaeury trom Heath. 

Jt]JU[, 
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~AJW'IIUD or m.-a• RWit&D 

J'ROKI MG'iO&II lltbUI)', Rou, Ita17 

DATEr Beptellber 18, 1838, noon 

110. 1 G1 

The llatioD&l Cit)' Bank'• repreeentati•e at K1lu 

hal inforae4 •• that the Bank hae 4eoi4e4 to w1 thdraw 

120 

trom Ital)' . Be ea14 that the)' han eo a4rtee4 the Go•ernor 

of the Bank of Ital,J. It aeeu to •• that the BaDk1 e 

deoieioD ia at leaet inopportune, ooa1ng Juet at th1a 

time vhen, I belie••· our polio)' ehould be to ma1nta1n 

our oontaote with ItalJ and to aYoi4 gi•ing the i~reaaion 

of in41fferenoe. In Italian oirolu, the aot1on of the 

National Oit)' Bank will untortunatel)' be aubJeot to 

mie1.nterpretat1on. 

011 
jJ 

I 

PJIUJ.IPS. 
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Storttary of Statt , 

l'laahington. 

GRAY 

PARIS 

DatEd SEptEmber 19, 1939 

Rto 1 d 2 :40p .m. 

2059, StpttmbEr 19, 6 p .m. 

POR ~'BE TREASURY . 

Tht:•E 'lit:'• no dtvtlopmtnto of int£r ut on thE EX-

t iES markEt wns ngain markEd by henv1t.tas, Tht turn 

over wns light ho.,tvtr and rtnt ta wh~uh w:rE wEll support ­

Ed rtoedtd only fractionally , 

Tht forEign exchangE offiCE has r EquEstEd through tht 

Union SyndicolE dts Bnnqu1trs tht various approved banks 

to submi t questions of intErpretation os wrll as suggEstion• 

rEgarding thE opEration of t xchangt control . Opinion htrt 

is unanimous t hat much progrtea 1n smoothing out tht 

mechanism boa b t 9mndt 1n thE wtEk s i noE thE system wEnt 

into EffEct . 

CSB 

BULL ITT g 11s o1:» 
,...,.,.\]0 'IOUVoll!l fll- ..., .. ..,ol40 ........ --
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A 'ERtCAll EWlASSY 

LONDO:I 

TELECilAI . SENT 

PLAIN 

SEptt~brr 19, 1939 

10111 ninEtEEnth . 

Iht following article from the New York TimEs of 

Scptt~bcr 19 is rEproducEd for Butterworth ' s i nformat i on 

an<1 for for··~r<!ing by hi::~ by "l&il to the Amtrican EmbassiES 

l n Faris and Berli n : 

II • •shlngton , Stptonbtr l B. ., hE rruaury is ~tudying 

mcnnn of oopi bg •.1i th '!the two~priot" oi tuntion which hns 

drvclop£<1 in sttrlin{l exchan.;E, Sterctnry tlorgtnthau tol d 

~ls prc~s confErtnct this oftcrnoon. He sai d that h £ was 

' dlsturb£.1'1 by thE situatio!l. 

~eRvy dumping of British currency in ihE UnitEd Statts 

onrv t~ar'<rt , -.hich thE StcrEt~ry d escribed as "thE only 

fret marltct ltft in thE world , " has c~ua td thE r•tE on 

s~trllng in New Yorlt to vary conoi dtrnl>ly fro:n "thE 

122 

official rate" in London . i·ortl.c;n dhpatchcs havE dEscri bEd 

"n black bou rsE'' in stErllnl" Exi eti n,; in Ntw York . 

11 Th£ ratEs sho"' it , '' tl.£ S Ecretar y dEc larEd on b ring 

askEd if ht ,., 3 1\YlBr£ o f thE so~calltd ·'black boursr'' 

drvcloPment . ·'Thtr£ art two rntu . You can call i t what 

rou want . "' 

AskEd 
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-2• ~1011 , ninet eenth , t o London, 

A$ed i f ht rEcEivEd his nv vioE on t ht txohan~ E 

situat i on Crow t hE BankErs Commi ttEE htadtd by R, ? , Lortr , 

vice prcddcnt of thE Guaranty Truot Company, TJhioh tht 

lle11 York F EdEral Rrs erve Bank r Ec ently f ormEd t o oopt 

t. lth exchange speculati on , thE Sec r Et ary r epliEd: 

"The Federal Res er ve Bank i s my agEnt , not t ht 

comr.dttte , That coamittt£ has no power , They ' r e in 

the businEss , " 

Eff orts a t a Curb .. REcall ed , 

Aosun1ns t hat h t r EfErr Ed to the f act that some of 

the bnnlca rtpr•s cntcd on thE coTMit t u have rtgulsrly 

trailed l.n t'ordgn Exchall(;, t , thE S ecrEtar y was a s kEd lf 

"thoo t ftll0178 aren 1 t thE samt onu you wErt trying to 

keep r r o'l s pecul ating just a uhi l£ bock , " 

'
1 '11c;ht , ·• i :Z. , ''or g cnthau r t pll ed , 

re sni d t!1at at o'\o: ti ~e thE d iacrtpanoy bEtween 

tht oft1cial Brl t i sl;l ratE on tht pound and "the un­

offi c i nl'' rate i n NEn Yor k .. as 20 cents , "but TIE1 ve 

narrowcl'.l i t , " he :ld(.cd. 

lleQousE or thE shlrp tluo t ue.tions i n sterlins t ht 

Treasury ' s 12 , 000 1 000 1 000 stabiliz~tion f und is virtually 

out or the toal'kct , the SEcrEtary 1nd1onttdo 

"'7t ' rt not ris l.."'l. ng tbt Stabilization Fund, " ht 

so l d , 0 f" E haven ' t r 1sktd one clollar of the fund, " 

The 

• ~3 
.!.~ 

-
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-3- 11011, n1ntttcnth, to Londcn. 

The fund was established i n 1034 to bt used as an 

instrument to htlp maintain stability in the forei gn 

exchange market and was successful in the effort , 

pnrt1cula,rly after 19361 when the British and French 

coopcrnttd under the Tri-partitE Agrtcnent . 

There ncrt indications i n government qu.>r ters today, 

elthough the secretary declinEd to d1scusa the matter, 

that the British have not recently handled their foreign 

exchange very ak1ltu1l y • . I t seemed that there have been 

s erious doubta htrt as to what the " ritiah were trying 

to do . 

Tripart i tE Poet Still in Effec t . 

Secretary llorgcnthau has said, rcpcnttdly , however , 

th't while there have necessar i ly been some changes due 

:24 

to recent dtvclopocnts the principle of cooperation enun­

ciate~ by the Tripartite Agrc~ent i s still being observed. 

The feeling at the Trrasurv seemed to be that the 

sterlinJ situ~tion would bt und er control shortly . It 

••3 note~ that the Brl.ti"h onl ' yesterd~y announced n trade 

"blnck list·' of couoan1es which cnzngtd i n business in 

foreign countries . This ~ould , prcaum~bly, i nclude any 

componi co acting in such a ''O.Y M to uns teady the pound. 

\"!hilt Seer etary Morgcnthau sllld that n numbtr of 

foreign central banks \1 tre among thE offenders who ar c 

l1qul.dnting 

.. 
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- 4- #lOll , ninttEtnth, to London . 

uquicht1ng st Erling htr t , h E dtclo.rtd tho.t hE 'ho.d no 

rvidtnot tho.t thtir no tion U "mo.llcious . " 

: 25 

·' ly informa tion i s not !ldtquntt y<t , " ht dtcl ar td , 

'but thtrE is no evidEncE th~t i t i a m~licious . PEoplE 

•r£ ·•orricd and nrc gEtt i ng rid of attrl1ng at nny price. 

· t arc Dtudying thE s i tuction f'ith c vin• to comboti ng it. 

c c.rc tht only fr££ m:ll'kEt 1 eft in the >'orld , and wt 

intend to keep it that ""Y• It 1a of grcn t i nport:>nct 

tO US •n•l to t hE rEst Of tht f/Orl 1 th" t it bt ktpt f r ££ . " 

•r,:o Sttrl!.Tl(; R~tro "rt Quotrd. 

Tht ·' o!.fioi nl " poundo quotr.tion to<\:ty rt~s "4. 02 1 

compr.rtd >'ith 3 . 83 in NEI" York, Tr rnoury orfici e.ls sa i d . 

The Secretory addtd : 

·'It ia trrrib;Ly i :nportnnt •: t ltttp thingo open here, 

>inct it i s the on£ l'l •ct in the ··orld l'lttrt you c::>n buy 

•nd atl l -:nd apcnk frnly .'' 

Pram ~ pr~ctic~l point or vi£ 1 tht Stcrct·ry sn1d 

thnt 1t •·na ·•vrry unscttli !lll to our cxportErll ".nd im­

portr.rs'' to have t,·o ot t rlinG r c tca . 

' hilt thE Trraoury i mpostu " var i ety of rxchnngt 

control tor ::. ahort " Erioc' nhtn the prutnt Administr a ­

tion 0".11£ into pol7Er during the ncutt dtprtao i on, it hns 

s inoc rtotivtd only voluntary rtpcrto of cxoho.~t tre.ns­

octicno from foreign excho.ns < tr!ldtra . 

.. 
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. ·. #lOll , ni nttttntb, to London. 

It \I:IB ltnrntd, hovltvtr , thnt the power to Uctnst 

~ll foreign cxchnngt t r ansactions contained in Ti tlE I 

of thE Banking Act of 19~2 is nvoiln~lt if nttdEde To 

1nvokt ouch power nould ~t to rtaort to tht type of con­

t rol s nh1ch Secretary Morgcnthnu has at rongly criticized 

chtn U3td o~rond ." 

EA : FL: V:/'1 

t •1•,,.. "' """""' r 
f • • ""'"...,., ... , ... 

--~--' 

!lULL 
(FL) 
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TREASURY DEPARTMENT 
:..27 

INTER OP'Jr!CI£ COMMUNICATION 

DATa Sept. 19, 1939, 

TO 

SubJect: 

Seore~rpntbau 

Kr.~ · 

Reported plan ot o.r.at Britain t o purebaae huge 
food euppliee in t he United 8tatee. 

I asked Kr. Milo Perklna, Preaident ot the Federal 
Surplus Commod1tiae Corporation, it he could auppl7 .. with 
aome i nformation regarding the plan of Great Britain t o 
purcheee huge toed euppl i aa i n the United 8tatea, aa outlined 
in the attached cUpping troa the New York 'l'1aea ot Bunda)', 
Septea~ber 17, 1939, which you handed to me at 8tatt Keating 
yuterda)' . 

Kr. Perkina told ae that no auoh propoaal or plan 
hed come to hie attention. He later called 11a back attar 
be bad made an investigation and oa1d thet the onl7 thing the 
Depart ment of Agriculture had received in thia connection from 
Great Britain was a cable trom the American Agricultural Attache 
about ten da71 ago, in which it was stated that Great Britain 11&7 
be interested in oo11e wheat and mentioned a pooeib111ty ot t rad­
ing wheat tor Australian and New Zealand wool. Kr. Perltina 
tald the meaeage contained no tangible propoeal and evidently 
wae put fort h aa a • reeler•. 
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P.t.IW'RRASE or '1'I:LmlW( SENT 

TOL Aaer1oan Ellba .. ;r, London, England 

DATE: September 19, 1939, s p.a. 

NO, I 1017 

FOR TilE AMBASIIADCI\ J'ROM THE SIORETARY OF THE TREASURY, 
~p 

In turther regard to telegram No. ~~ trom Butterworth 

and No, 969 troa the Department. 

You are requeeted to deliver to the Chancellor ot the 

Exchequer the tollov1Dg 1ntoraat1on -

It 1e probable that the 1aproYement 1.n the rate tor 

sterling toda;r 1n the Bev York market ,... due ma1nl.;r to the 

tact that the British control 1s nov buying ooaaeroial bills 

more extensively. Approximately 7~,000 pounds eterl1Dg, 

1t 1s our beet belief, vas ottered from abroad today, the 

ott ere emanatiDg trom South Aaerica, Aae terdam, Near and 

Far East and Scandinavia. About 2615 , 000 pounds vere pur­

chased ma1nly b;r Paris, the Far Eaet, South America, and 

Aaeterdaa, 

I n the tuture this t;rpe ot intoraat1on, when ot an 

unusUal obaraoter, v1ll be eubll1 tted to you. We would 

welcome your euggeetiona tor development ot this eeXTioe . 

.. : \ l . . 

l. ,.,, •• I. t 

EA:UIV •· 

!lULL 
(n.) 

.. 
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S.pta'bor 1~, 1939 

To• !bo Secret...,. 

J'roal Kr. H.,..o 

I h&Yo to.l.U4 with Lcuia Jchuoa u4 fla4 that Captala 

Colllna h cooporaUmc with hh •-ittoo on ••rca07 pvchaaoa 

of otuntlol war aupplloa ill lho $10 alUloA procra. I wao 

fUrth er a4riao4 '117 Lcoila Jchuoa that CoUlu. h aor'fl"C on a 

coal ttoo wl th tho J.nq aa4 l&'f)' ll>m1 Ucu Joar4 aa4 \ho Stoto 

llaparteont, t o which \ho Prool4ollt ha4 ouaooh<l that a •abor 

of tho Procu.roaut Dl'fidon bo &4414. !hh co•lttoo 1o twlo­

Uon1D& larcel7 ln tho tlold of oolot to torolcn conruonto 

ln or4or to 1Douro ~t ov conruont bolD& lhrow 1Dto a 

coapotltlYo pooltlon whan purchaolmc war aatorlalo. I thiDk 

tbh oloaro up tho -uor about whlch we wore talltl"C· 

:.29 
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. UIERICt.N OmASSY 

LONDON 

TEL£0RA!I SENT 

1012, n1ntt<tnt~ 

PLAIN 
~30 

Stptcnbtr 19, 1939 • 

FOR BUTTERWORTH FROM THE SECRETARY OF THE TREASURY. 

I apprtc1att ~tnst1y 10ur oomprthtns1v£ cablEgrams 

1631 on thE functioning of th£ Bri thh Economic systcn and 

1647 on British pr i cE policy. Mtssogca of thi s t.YPE portra1!ng 

important d EvElopmEnts and policy trtnda art most hEl pful 

1n prEatnt ctrcumstancts . 

EA :FL:U:W 

I!ULL 
(FL) 

u fil 1 ) jll 
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M (e) 

Of' N&:W YO'lJC 
? ' 

n~~1CE CORRESPONDENCE om e .. ~ .. ber 19. ils 
ro~rxo.nx~~L~II._ ______ _ SUI.ICC'n tiL!PB.OII COIY'..ASJ.U:ll Wits 

Lo Woe l<ruJai------ _ __ =:,BewJ._,OI' EII(IL"!!'I~D,__ __ _ 

I called llr, BaWII:er at t he Bank of ID&lmd end spoke to 

h1111 t t 110& t l\i s t.tte1'1\001l, I I&Ye 1\1<11 the rene e tor :;terUnc \bia 

aominJ in our a~erket (~.88 to 8.~ 11 o r pos GiblJ &.91) and disouaed 

rt •rlin4 nth bia, 

I a totloned tb - t our a~a rket ••• atlll Yery uncertain aa 

to th~ orttnt to 11hic:b the Britllh control woul l 1\lmilb dolls r a 

at , ,oe. llawker r eplied tb• t he had bad lot s or 1nc:lll rtea tl'CID 

the .bari cen ban_~c 1n London and tried to explain t o tb!llll t he posi­

tion, I n r ea oct or rterlltli balmcea be h sd ad'llseu t hom t hnt the 

Brittth control was turni sbtng dollara pl'O'fided t he hol der o! eueb 

bt.lancea con!iraed (l) t hs t the st erlinc was in their ~ceo1111t prior 

tc ~e~toabor &, ( l!) that t he balenoea were actually held t or klert can 

nat1o'll.la, and (&) t hat such aterli.Qa balances were not coYer ed by 

rorward rchasea or dollar s . .t.1l or t he A:Darlc:m b~;.'ll<z b&'J 1n<;Uired 

!reel)' but few bad :sade application, probablJr because th ll)' wer e not 

! n a :;>os1t1on to contino all \ hree ot the abO•e prorteoa. t he situa­

tion •n crad\18ll7 betnc atrailbtllled ovt an..t Ba'tlker tho~~&ht t hrt 

thin.u would be clea.red up before lon&• 

I pointed out t hat t he ••• ltind ot \IDcertl!lintt pra.,.lled 

in our •aarket aa t o the queattCD of dollar exobanca betnc • 11de 

tYn!lable by the BrtU lh control CD cnarrtDt t rade transaction s with 

the llal)h•e, •xobU~e wu beinc pN"idedt aa•er replied, 1n reapd 
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FK:O&ft.AL IIIE:SCttY& 8ANI( 

Of' N.EW YOIItK 

13 
J3't 

~FFIICE CORRESPONDENCE 

COn'IOifiTIAknt.""ll..._ __ _ 

L, I , l(oolra _ _ ___ _ 

DAtt S9j!taber 191 19~, 

SULJIC'Y> ' ILI!!IIOIII COIJI•S.TIOI HD 
___ .:;..!I.&JI= K OP 'EIIGLAIIO, 

• 
ot permitted 111port. a iato the BrUllh 'f!lDpl ra, \ ha' is illport. a 'lhteb 

,.,. porJJl\ted UDder tba so-call ed r~ulatio.ne, llhat are theaa 

pt l'lllttte l tmport. s, I ask edt Be could not, ot cour so, 1he me a 11 n , 

he r~lle4, but SUCI&sted as a aata wq t ll ..t t h e A310J'1een axport.er 

!houlc! h8'Ja t he l11port.ar ln thto Brttl:h !llptre coat1na to hia ei t her 

thst !:t, t he lllportar, bad a llc«>ae to import th at p· rttculsr a ero-

!!llporta r wu i n a posttlon to c t wa t hat aseu n nce, t h ar l' v;a s no 

~uut1 on but t hat he t;ould cat troa t he BrtU~:h control t he necenny 

o~chlln8e at the ot tletal rata With 'llhtch to poy t he exporter. •:lhat 

bo ha~ tol l ae about Paptre trade, Ha\lkar continued , applleo t o t h e 

""'olo Ebptre except Cooada, lawtoundllnd an~ Bonak«<C -i11ch wan 

eJQ> teted t " nod t bel r OWl udu•DC•• I a~ppo~e bac111.1se th~tr nre 1ft 

• ; ostu n to <1o .,, For t be ot ber P-"D ot t he l!ltptn, u chm.te 

'<>"1 1 ba to rt.bcoa1ng etth<'r r~ the oowotry concamed or, as orould 

Probably hap,>an tn 80st ca"'• h'o:~> London, Auat ralla ba a anticnad 

as a cane mara axdlaJ111a wa a alllost certai n to C!O:IIa from London. 

Frca 1111 Ha'lltar tol d aa I bad th e 1mpnsaton t hot t her 

•r • Juct blltnnin& to dawelop a procedure lllld that t his procedure ta 

not su tf'1c1ently aoapbta to be l llid doo:m bltclr on 'Obit e, 

I raterred t o bts cable todq allrinl u a to open " new 

•ccoUDt 1111 on our boolra .,d a alted tor 'IIIla' pui'))Oaa t hi s requa-' 
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n:DE.RAL RU&fll'VC Mt« 
Of' H&:W YOib( 

CORRESPONDENCE DAn I'P\-bfl' 111, lN80 

sue.~oan ULIPBQU COJJ'lW!tTIOI !!ItJl _ 

t.. 1 l!loQJkl'•L _ ___ _ ___ B~A!I~K~·Ol m<I=L~~=D•!.-___ _ 

.,11 ••de. Hawker el!Plained t h at i t we & ex.clua1Yel.J' for reaeona ot 

con'ftllitnca and better acoounhAC)' •nd t hat i t waa t h eir i nt ention 

to condu ct o•er thia new accou.1t all tranaact1ona ( purcha•es md 

aLlu) in aail tranafara Md cbec.ca and l q terti do-ents wh1cb 

t.;ey 110ul j be called upon to hmdle but t he exact aat uritr of 'llbicb 

till!)' 110ul d n l'fer m ow t o r eerta.in , 87 lteepinc t heae ltes ott thei r 

r11..J.H accountl 111 t h u s thllr .• ere enabled t o know e:uet lJ' froe d~ 

to d&T whl\t t h ·ir • • d.lebl e eash balance wu in 1l ew YoW. , Proc~ til:le 

to tillt t he bol.ence ill the 111 ° account would be transferred t o 

thei r ra.~ul ar aocounta. 

Thtr o wer e no other n ... , B1Wker ot ated, exce?t t het l'ftry-

bod;- • • • disoouraced about \be .S.Didnc ot the Cour aceous, 

L _. , ' ' 

0 3V I 3~ 3fl 

1Q1 (IS GU 

-tMJO~ 
~·"' ..... --··--
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TO 

rttOW 

subJect: 

(1) 

( 2 ) 

(~) 

(51 

TREASURY DEPARTMENT 

INT~R OFFIC~ COMMUNICATION 

DATC 

OOHFIDENTI.AL 

·to - . ::-o""' 
Sept. 19, 1939 

Beoreta~rgenthau 

llr. HAa 

Curren eve ~pmente in t he High~grade Securities 
Marketa 

Tho average yield on all lo~term Treaa~ hondo 
vae higher on Monday, September lS, than at any 
time duri ng the MUnich crieh and 1e the higheet 
aince April 193S (Cb&rt I). Up to Sept ember 6, 
pricee ot all maturl t7 o! aeou ot Government se­
curi ties had been falling eherply. Si nce that 
date the notes have rallied vhile the bonds have 
continued to tall, although much more gent l 7 than 
prev1ouel7 (Chart II). 

Official purchases have continued to suppor t the 
Government bond market, but at a elover pace 
(Chart III) . Federal Reearva ba nks have reduced 
their h01d1nge ot Treasur,. billa by $25 millions, 
thue partially offsetting their purchases ot 
bonda (Chart IV). 

The high-grade corporate bond market hae declined 
aomevhat further, but the underlying tone i e 
noticeably improved. Our avernge ot the yi elds 
ot high-grade corporate bonds ne 3· 32 percent 
on Monda7 (Chart I ). · 

Weekly reporting member banke have maintained 
their holdings ot Government eeourities with 
only alight reductions (Chart V). During tha 
paet two veske these banks inoreaeed t heir com­
mercial, i ndustrial and agricultural loane by 
$163 milli one (Chart VI). 

Britieh oonsola have remained nt about the offi­
cial minimum price; French rentee have declined 
turtber. Britain has taken stope to acquire 
private holdings ot gold. Canada hae instituted 
exchange control. 
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141 
seeretel')' llorganthau - 2 

I. Price Movementa or United 8tatea Securities 

Treaeul')' bonds tended ao~~ewbat lower during the calendar 

wesk ended 8eptellll:)er 16 and ware ott turther on llondaJ' 

september liS. The average 7111ld on all long- term Trea~ul')' 
bonds atood at 2. 66 percent on llondaJ', September 18 (Char1; I) .• 

Tbl• yield wae higher than aJl1 reached during the ~ 
cr1818, and 1a tile h1ghaat since April 1938, immediately 
preceding the deaterilization ot the inactive gold. It ia 

lower, however, than the average bad been prior to that ttaa, 

except t or a rew a ontha imediatelJ preceding the 1937 break. 

Wednesday, September 6, was the last day on which the 
market daol1ned preoipi tOUelJ. Up to the oloae on that diJ 

ell maturity olaaaes or Government aecur1ties had been tall-

1ng 1nd1aorim1natelJ. Since that date the notes, ~tb~u;;''~;;;: 
eharpl:y wh1le the bonda baTe continued to tall , a 

gently than they bad been doing before that date ~~~;.!.,.~' 
!bls ia all the 110re a1gn11'1cant inaamch aa the 
bad some ott1cial support be!cre and on September , whereas 

a1noe that time otti c1al support haa been concentrated almoat 

entirely upon the bonda. 

II. 

The Federal Reserve banka continued to purchaae Govern­

a:ent eoour1 ties in the open market during the week ended 

September 16, but at a alower pace than during the preceding 
• eelt. Groes purchases amounted to $121 11111\ons a s againat 

$2~ millions the week betore. On llondq, Septeaber liS, 
turther purchases ot $3 m1111ona were made. The Treaeul')' 

alao tapered ott ita Cl&rket purchaaea tor i ta trust and 
i nvestment accounts, aoquiring $19 a1lliona or Governments 

ae againot $36 m1111one the week betore. About $1 lllllion 
or Governmente wore purchased tor '1'realltU'1 aooounta on 

llonda;y, September lg. 

Ohart III oo11parea the total purchases or Govel'D111811t 
eeouritlea 67 the Federal Reserve banks and the Treaaurr 

da:Y-bY-417 beginning September 1, with the dailY nuotua­
t1ona in the average Jield on long-term Trea aur:r bonda 
during the 8&IM period. It is deairable to look at these 

• Thh averaga was increased bJ . 04 percent on J'r1da1, 
September 15, a• a result of dropping the 3' • ot 1951- 55 

wh1oh on that da3' be- aecur1t1ea with leas than 

12 yeare to their earl1eat call data . 
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tvo tbinga • t the lUI t1Jae beoau .. preaaure on the aarltet 
car be r eflected either in inoreaaed ot1'1c1al purobaaea or 
in price decl1nea, or both. It will be obeened thU the 
dAys of lerge ott1o1al purohu .. have generally abo been 
those of the greateet price declines , Practically all ot 
the otrioial purohaaaa ainoe September 6 have been or bonda. 

Ottsetting their purchaaea ot eeouritiea in the open 
urket, the Federal Reeene banlte perm! tted a $25 a1ll1on 
run-off in their bol41nga ot 'l'reaeury billa by fa111ng to 
replace maturities on Septeaber 13. For the preoe41ng 
three weeks there ha4 been praotioall:r no change in bill 
holdings (Chart IV). 

A mild outside demand t or iaauea maturing within tive 
years was apparent during the weelt1 but the Federal Reserve 
banks continued to be the prinoipu market tor lon8""t&l"'ll 
aecurit1es. 

The Federal Reeene banlt purohaeee or United Stat ee 
eecurities f or the weelt ended September 13 oonetituted the 
eein !actor in the turther inor eaae in exoesa reeervea tor 
the weelt. • Exoeaa reserves or meaber banlta e.aounted to 
$5,270 ID1111one on September 13, an increase ot $300 mil­
lions over the preceding week, 

III. R1$b-Grade Corporate Bond Market 

The tone ot the high-grade corporate bond merltet vaa 
noticeably improved during the paet veelt, although pr1oea 
decl1ned somewhat turther. The Treasury aver'6e ot hi~ 
grsde corporate banda inoreaeed in yield from 3.27 percent 
at the cloae on Saturday, September 9, to 3·33 percent on 
l ast ·~ednesday and oloeed at 3,32 percent on Monda;r. 

These fluctuations reflected a rather marked degree ot 
atab1lit:r ae oontraated with the eharp lnoreaaee in :yield 
during the tvo preceding veelta. MoreoTer, tbe :yield on 
Monday vaa well below the higb or 3, 41 peroent reached on 
tho 5th and 6th ot September ( Obart I) • 

1 SOme or 1aet weekle puroh&aee were tor dela:yed 4e11ver:r 
and 41d not afteot exoeae reeervea until thie We4neada1 ' • 
statement. 
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The volume ot domeet1o corporate bond sales on the 

Ne• York stook Exchange was higher on Tuesda.y and Wodneeda;r 

or last week than on any day s1noe the outbreak ot war. 
ror the week as a mole, volume aggregated about 30 percent 
:ore than the previous week. 

There were no new oorporate bond flotations last week , 
thus extending to three weeks the period during miob no new 

orrertngs have been made. During th1a aaree period, 11kew1ae, 

no wntoipal issue was publicly oftered in the New York 

c:arket, On lolonda,y, September 111 however, a small induatrial 

o~!er!ng reaohed the market ($l,tOO,OOO ot 10-;rear 4 1/2 per­

cent convertible debentures ot Durez Plaat1oe & Cheo1cal Ino. ) . 

IV, Bank Loans and Holdings of Government Securities 

'.Veekly l'Oport1ng member banks have not reduced their 

holdings or Government asourttiea appreciably during the 

first tl<o weeks following the outbreak ot war, During thia 
period, reporting a>e11ber banks in New York C1 ty increased 

their holdings of direct Government securities by $36 millions 

chile reporting member banks in one hundred other cities 

reduced thei r holdings by $112 milliona, of which about halt 
consisted of Treasury bonds and about halt ot Treasury billa 

-- note holdings remain.ing praotioally unchanged (Chart V), 
l>u.rlng the same period the holdings ot guaranteed securities 

by all weelo'.ly reporting cember banks declined by $61t m1111one, 

but thl.& was largely due to tbe maturity ot $100 milli ons ot 

FFilC bonds on Sept ember 1 . 

. Total loans ot reporting rceDber banks increased by 

~106 mill ions during the tlrst two weeks ot the war, 
Commercial, industrial and agricultural loane increaoed by 
$163 millions, but loans to brokers and dealers ln eeourities 

declined $ItO millione. Tbe increase !n oo~ero1al, indus­
tl•lsl and agrioul tural loans was about equall;r divided between 

the two we eke (Chart VI). 

v. Foreign Market& 

An ele~ent ot stability returnee to forei gn markets 

last week, but its sign1tioance 1a d1111n1sbed by ofticial 
and unottloial cont r ols. Br1ti~ 2 l/2 peroent console 
stood at 62 all week and closed Monday at the oame price, 

equivalent to a yield ot 4.03 percent. Lit t le aigniticance 

can be attached to this price etabil1ty, however, tor the 
mini mum price pr escribed by the London Stock Exchange prao­

t1call~ prevents any decline below tbia l evel. 
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The Br1t11h 'l'reuul')' bill rate declined turther to 3. 51 
percent on FridaY aa oo~red with 3. 6o percent the week 
be tore, a renewed demand tor some ot the ehorter aa turi tiee 
ten:Ung to keep the rate down. 0..11 110ne7 remained unch.aqed 
at 2 l/2 percent, and 6 lt?nth bllle oont1nued to be ClUOted 
at 5 peroent. 

The French market haa been th1n ainoe the impoaition 
or exchange oont rola, and epeoulation haa been diaoouraged. 
3 percent perpetual rentu continued to decline al1ghtl7 1n 
pnce, and the ;yield roee to 4.45 percent on lliondaJ. 

Regul ation ot tore1gn assets haa Juat been undertaken 
1n France b;y a decree re(lu1r1ng the declaration or all 
property held abroad b:y French residents, and ot all gold 
held either at home or abroad. Great Br1ta1n has required 
that all private gold holdings ot residents or the United 
l 1ngdom be sold to the Government. 

llote oi.roulat1on hae again inoreaeed to record levels 
ln both France and Great Britain. fhe latest atatemente 
i!h010 that in three weeka the circulation ot the Bank or 
England haa increased S.9 percent and that ot the Bank ot 
France lS.7 percent. 

The atatement ot the Bank ot France tor September 7 
lhowa no change i n the a110unt ot adTanoee to the State 
during the t1rat week ot war, and withdrawals ot GoTernraent 
depoaita troa the bank aaounted to onl7 433 aillion trance. 
!hla 1e taken in preee comment to indicate that public and 
bank aubaor1ptione to GoTernment bonda were sutt1o1ent tor 
the TreaeUl')' ' a extraordinal')' need a. 

On FridaY, Canada 1nat1tuted exobange control. The 
note c1roulat1on ot t he Bank ot Canada increased a~prox1-
oatel1 2. 5 percent in the week ending September 13. 
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THE WHin HOUR 

WA*'IIHOTON 

September 19 , 1939 • 

..l:UORANDUl.t FOR 

THE: SECRi:TARX OF THS TREASURY 

Telephone Lessage trom t he President: 

I have not told them either 

to tor m a corporation or not t o. 

I n other words , the] can do i t 

oither the Chi nese way or the 

Russ ian way but 1t should be a 

Brit i sh organi~ation, commiaa1on 

or corporation but 1t should not 

be an Acerice.n bank ~r an .t.mer1can 

bank 1.ng house. 

.., 
G. G. T'. 

--

Regraded Unclassified



Rii lf31iS !lSLI'lASE ON VALUE 
or poUJ;D SThRLINO 

September 19, 1939 
8 t 30 a.m. 

prosontt w.r . Hanes 
Mr. Foley 
llr. Cochran 
r.lr . Stewart 
~lr . Bailie 
Mr . Ran.som 
Mr. Harrison 
Jlr , Dreibelbis 
Mr. Sproul 
l.!r . Gardner 

Yr . Secretary, last Fri day afternoon I bad word 
i n connection with the report on tho matte r of 
the information about tho Bri tish sterling whieh 
had been discussed earli er 1n tho day that it 
was your wish and the Pr esi dent 's wish that the 
New York Bank's report should contain very specific 
inf ormati on as to the trans actions or individual 
banks, ffao the way I got the mesa age. Asswn1ng 
that to mean some transactions of the banks whose 
offi cers were involved i n the quest ion of when and 
how the informati on was re leased, I called Llr . Har­
rison i n !low York and passed on the request to 
him. He said there wore certain somewhat teehnical 
questions involved 1n tho t ime schedul e , and as to 
just wbat might be mea.nt by that , that he would 
like to discuss and offered to eome down on the 
trai n that evenint; to be hero Saturday morning . 
I explained tha t you had had to leave town and 
that Llr . Bailie and some or tho other mecbers of 
your staff wore away , and suggested that as hs 
was to be 1n \Tashington yesterday, which was !.!on­
day, t ha t we try sac~et1me during the d ay to get 
1n touch with you so we could a sce r tai n just what 
was wanted and s ee 1t that could be supplied. 

Yesterday, as you know , we were 1n a meeting of the 
Federal Open Market Commi t tee, and tal king to you 
later 1n tho afternoon i t was sug&ested that we 
get together this morning . So, he ro we are, and 
the purpose of our vis i t is , at my suggestion, to 
a scertain just exactly what 1s wan ted and see if 
it ian' t possible to get tha t information for you. 

Well , to clarify my pos i t i on a little bit, in dis­
cussing it with tho President he asked whether the 
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investi gation which the Board is undertaking in­
cluded finding out whether an)' membera of this 
Advi s ory Committee had taken advantage of ha ving 
thi s information in advance , and I said I took 
it for granted that the investi gation would include 
that . But , to make doubl y sure , I pa ssed the YrOrd 
on. So that i s the whole story . NoYr , there is no 
more , eeo? 

Then that cl ears up one possible question wh i ch was 
on ftr! mind as to just whi ch banks wero involved 1n 
70ur tnqu1ry , ru:d i t would be those banks whose 
officers were members of the Advisory Committee, 
as I understand. 

·:loll , i t would be those banks who had the advantage 
or having this inf o me. tion an)'Whore fran zero up 
to an hour and ten minutes earlier than other 
people. 

'leco.us o of some of the factors involved in the time 
s chedule , I thoueJ'lt 1t would be holpf\11 if we coul d 
moot with !f.r . Harrison and wi th )'OU and let llr . Har­
r1eol1 go into s ome of the practico.l questions in­
volved 1n that, because in the hour and ton minutes , 
as I understand, i s i nvolved the fact that it was 
about 2 : 00 o'clock before any of thi s information 
r eached any of the banks in question. An~ then , if 
I am correct - !.lr. Harrioon will correct me if I am 
not - from that point on up until it reached tbe 
ticker at 2 : 40 1n New York, vari ouo banks were being 
adv i sed by tho Chairman or the Committee, so that 
as each one of these banks, I take it, Kr. Harrison, 
there would be the question or juot what til:le 1t 
received this information a.nd what mi,)lt have been 
i ta transactions between that particular point 
which was zero hour for it a:>d the 2 : 40 period· 

Before llr. Harrison speaks , I would like to ..,ko 't!f/1 

posi tion clear. I asked the Soard wbetber the)' 
would cooperate i n this matter. I have entire con­
fidence in both the Board and Mr . Harrioon as Presi­
dent of the Federal Reoervo of New York , that they 
will satisfy themselves as to whether or no t anybody 
has taken advantage of this. I don' t want to be 
put 1n the position of tellinG you, the Board, or 
Mr. Harrison how they should go about this , but I 
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just wante d to point out what I thi nk 1a the pe r ­
fectl y obvi ous t hing that in conducting tbe inves t i ­
~ation both tho Board and Harrison will •at18f'7 
thomselve~ individuelly , that nobody prof i ted by 
thiO thing . 

In t alk i llG t o you las t week about i t , y ou will re­
cal l tha t i t was under stood that tho New York Bunk 
waa making a complete repor t on tho whole matt er 
and that that report would be &iven both to you 
and to the Board simul t aneoualy. I t h i nk it would 
be hel;>ful to Ur. Harrison to len ow just what i t 
was expected that that report should contai n . Is 
the re any other question , Mr. Harrison, beyond what 
has been said this oornln<: or he r e tofore about it 
that would be helpful to you in clarif'7in" what you 
wantf 

I think I unders tand. I think t hllt I would like to 
say b;r wa:r of explanation or suppl ement1ne what has 
already been sa i d , first, that thoro was not a ga p 
of one hour and ten mi nutes . It was a H• P of onl:r 
40 lllinu tes between the time thnt the first pers on 
outside the Federal ::teservo !lank knew of it and it 
appeared o n t he t i cker , according to the Dow- Jones 
statement at the t i me they released i t. '!'ha t wa s 
between 2 : 00 and .2:40. now i n that i nterva l , and 
I may explain that I 8ll1 not really a qual1fied wit ­
ness bocause I am &ivi ng hearsay evidence onl y , I 
knew of nothi ng a t the t1""' - in tD>.t interval . 
Ur . Loree call ed the eight other members of h i s 
Co~~ttee with the understanding from·the f irst t hat 
each me of those oi gbl; embers of that Committee. 
would immediately &e t on tho t elephone and ge t i n 
touch with ea ch one o f his &roupa . '!'he Co::lillttee 
was set up to handle t he matter just that way, 
rather than to have us do it as we have in t he past , 
reach indi vi dual members of the carket by the tele­
phone , ourselves . 

!low, as to Mr. Loree , he has given me a statement 
and I have seen t he transcri pt of all his t r ans­
a Gtions. The Guar anty Truot Company d id not buy a 
pound of s t erl i ng betwee n 1 : 39 and 2 149 , so thnt in 
the inter val of 40 minutes , they hnd no purchases 
or sterl ing whatever . Their f irst purchase was 
ni ne mi nutes a fter tho relea se nnd tho;r boufjlt 
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5 ,000 pounds at 3. 95, pretty near the top on that 
cl.ay. 

Now, as to the other members of the Committee •••• 

!lay I ask you if the report on thnt purchase would 
be a complete clarification of it , 1f 1t woUld. be 
necessary to cons i der their sales? 

.:.st> 

As I say, I have a complete transcript of all their 
transactions for the whole day , their sales, too . 
That would not, however, incl.ica te that there was 
any ad. vantage being taken of the inforc>a t1on be­
cause the character o~ the sales was obviously for 
cus tomers' accounts and could not have been intended, 
certainly, to take advantage of a rising market in 
sterling. 

II ow, as to the other ei ght members or the Comm1 ttee, 
I have come to t his question in my own mind , as to 
how they could have taken acl.vantago or information 
that waa being gi ven to them for the purpose of 
letting them know of a certain practice which , 
according to all of our boot estimates, all of us , 
would. probably make the pound. rise. In fact , getting 
tho i nformati on to the market had. aa one of i t s 
purposes a decrease in the cl.ifferontial between the 
London rate and the llew York rate , so 1t was an t i­
cipated the pound would go up at some point. 

!low, when L!r . Loree telephoned. each one of these 
ei(lh t members , be did. not say that this was going to 
be announced on the ticker at such and. such a t1me. 
!lone of them had any way or knowine that there was 
a cl.eacl.line before which they must not operate. I 
cl.on • t know, 1n get t1ng the evicl.ence, what intervals 
I should cover except certainly if between 2:00 
and 2 : 40 they di d nothing, it would. be a complete 
cl earance , although I muat say in defense o~ them 
and or ua that they did not know it wes coming out 
at 2:40 . They di dn ' t know i t was to be on the 
ticker at all. They thought i t was advice to the 
market , as we have given advice to the market be­
fore in ci rcumstances not quite comparable . How­
ever , I am perfectly willing to give them an oppor­
tunity to cl ear any suspici ons that any one may 
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h&ve ae to what they did or did not do in the 
interval between 2:00 o ' clock and 2:40. 

:.ss 

I think that answers the question, Mr. secretary. 
Waa there anything else you wantedt 

Not a thing. 

You, Kr. Harrison! 

I di dn' t know quite the genoah ot this meeting 
until you spoke now. It appears to me to be a 
very formidable one with counsel tor both the 
Treasury and the Federal Reserve Board, and I 
didn't have an opportunity to bring 1111 counsel , 
and I haven't even got 1111 own expert witness here. 
I am the one fellow who does not know first-hand 
anything that I am telling you. I got it all 
through Knoke. 

I think the Secretary and you bot h understand the 
poa1tion of the Board. VIe are trying to be helpful 
in tho situation, do all we can to clarity any 
questions which may arise in any one's mind, and 
1111 reason tor asking my staff men to be present 
1a tba t this is a very techni cal matter and in 
addition to the t eChnicalities involved, we were 
advised that the transcript of the Treasury's 
various memoranda on the sub j ect would be g iven 
ua because, as you know, there are a taw other 
things that are occupying 1111 time. 

I had asked Kr. Dreibelbis to go through that and 
see it thBre was anything we mlgbt want to suggest , 
either to the Treasury or the Federal Reserve Bank 
ot New York , 1n connection with the t ransactions,. 
Which would help clarity it. It is f ormidabl'! 
from our point of view only in the eense that we 
are trying to be helpful i f we can. 

I, of course , want to be just as helpful as I can 
be , too , and as long as we are the ones that a re 
indioted I am going to make sure that the record 
is as clear ae I can make it. 

I think that is all, Mr . Secretary. 
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R. !-f. Jr : 

:tarrlson: 

Nobody has indicted you. 

Well , I think there i s g rav e question in somebody ' • 
mind as to the procedure, and that ie what worri es 
me a l i ttl e , because f rankly I thi nk it i s fair to 
Knoke to say t hat he thought, in the rush between 
1 1~0 and 2 t 00 o ' c lock when all this transpi red, 
that he had adv i sed tho Treasury o f everythi ng 
that ha knew and cer tainly f rom tho earlier con­
versations with Mr . Lochhead , he tho~ht that 
!lr. Lochhead understood that he was goi ns to give 
th1a to the market becauoe the purpose of the 
telephone call - the second telephone call , '111\ich 
l(r , Lochhead knew about 1n advance - was to find 
out whether !.lr. Bolton would give us authority to 
advise the market , '111\ich ~. Lochhead tol d JLr, Knoke 
he thourh t was very wise . 

\'lhether lo!r. Knoke and !.lr . Lochhead talked about the 
particular procedure that woul d be followed at that 
time , I do not know. But again in de!enoe of 
Mr . Knoke , the que s tion or our maki ng a release on 
tho ticker never occurred to him because ne used 
the machi ne that we had set up in advance with 
great forethough t t o advise the markot of anything 
that we had to g ive them. 

Furthermore 
1 

the Bank o f England didn ' t ask him t o 
nor authorize h1m to make a fol'mlll sta tement to the 
market f rom the Federal Reserve £ani< , By uo it 
would have been ~ch more offi cial and ap paren t l y 
they i ntended - he just asked Knoke to give the 
market a hint , that is the very word he used, of 
wbe t had happened, and the way you ~ ve a hint i s 
not by formal release. I am very g lad we didn 

1 
t 

mke a f ormal release, frankly , because there 1s 
some questi on even yot as to how rar and under 
what cir~stances the Britiah will sell sterl ing -
I mean buy starl ing at 4 . 02, eo I think he di d 
in all good faith what he thought was the arrange­
ment for d i sseminating information of that sort . 
He didn 1 t h ave any i dea that there n o any ques­
tion 1n the Treasury 1 a mind a s to the procedure 
we fol l owed, because he t housnt Lochhead unders tood 
it .f'ully. I think he e ven ta l ked with you a bout 
the Forei gn Exchang e Committee and you asked him 
about the composi t ion of it and what i t was . 
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I e&lled him up when I couldn ' t get any informa­
tion. I wondered why we weren ' t ge tting informa­
tion and I called up Knoke . 

I think Knoke did a groat deal in twenty minutes . 
Ho talked to Bolton and read to Lochhead the formal 
statement. I think he talked to you , alr , and then 
he wanted to be perfectly careful about it, so be 
had the transcri pt of his telephone call at 1:30 
typed out before he uade any atatemont and be wanted 
to eheck that. From that he made a fomal release 
a ta tement that be was t ,o give to !llr . Lor eo. He 
road that to the Treasury and he had to have it 
typed and sent over to Mr ••••• 

He read i t , the formal releaaet 

I aay he road to the Treasury tho formal release 
that was being given to Loree. 

That i s the first time I have heard of that. 

Again , I am jus t talking from memory and I may be 
wrong, but I am qui te sure he did. 

That ata tement was made at some time during our con­
ferences las t week , Mr . Secretary. 

He read, as I recall i t , t he s t atemen t which he said 
he had prepared and sent to L!r . Loree. 

Aa I remember i t , he read it after i t was sent. 

I think that 1s p erhaps true . As he e.q)rossod 1t, 
this is the formal release that ia on i t a wey to 
Loree. 

Yea . 

But the fact, Mr. Secretary, that be didn't road 
that particular statement to Wr . Lochhead in advance 
1an't the matter of groat crit1o1am because ot the 
fact he told nr. Lochhead and by agreement with 
Mr . Lochhead the whole purpoaa of b1o telephone 
call with nr. Bolton and JAr, Lochhead was to get 
authori ty to D!llke the releaea to the market . 
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I am g lad that everybody is here that ia hero so 
I can make the followine statement, that I sin­
cerely hope tha t all or us will profit by what 
happened last we ek , because I haven't talked to 
llnybody that felt that that was a good way tc 
hanc.ll e lnD.rket money news . 

t.!r . Secretary, we had no - mD.ybe i t was o.n error 
in judcment. I don 1 t think 1t I had known about 
it t hat I would have authorized Knoke to make a 
release from the Bank. If you had asked me , I 
would have advised you not to oake a release . 
7hen the only question was ono of judf=Cnt , nnybe , 
on the pa:-t of the Chairman ot tho CO=ittee as 
to whether he should have cade c ticker release 
first or do the thing the way that he thou{;ht that 
he was int ended to do it, to call h1a Co=mittee 
to cover 150- odd exchange brokers • 

•:.ell ••.• 

llut We d1dn I t get MY suscestion from any talk 
Knoko had with the Treasury t hat there should 
luive been a d ifferent method of handling i t until 
1 : 30 l'lhen you called me after it was all ove r . 

Thoro ia no doubt in my mi nd that any other news 
from the British Government - we don 1 t T/ant it 
handled t hat way. 

loel l , I have t old J.!r , Ransom I am certainl y not 
goi ng tc continue to follow a p rocedure which has 
caused such a stir as this , and we will have a 
much oore defini te arrnnsement, t.lthoug)l I think 
it ia fa ir to say that in t h is caso we had no 
idea - I am su:-e 1\noke did not think tt-.a t he ..-e.s 
doing o.nythi ng other than what tho ':'reasur7 under­
a toad he was doing or Ylha t the ':'reaaury wished . 

Laat week , Mr . Secretary , the ~ueation cn=e up, 
you will recall, as to wha t TIS mig)lt suggest as 
a method by which such a thing wouldn't occur in 
the i\l ture. And talking to J,Jr . Ha rrison o.nd l ater 
tnlkinc to you asain, I unders tood it was pretty 
defini tely agreed that any such 1nformati on as 
this which might come into tho !lew York !lank in 
the future , the Treasury would have the decis i on 
as t o when and how i t was to bo released. And 
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Jlr, H.arrison at once said that that was entirely 
agreeable to htm, so I thought that particular 
aspect of the matter was pretty well closed. 

!SO 

I just wanted to make aure that i t was understood. 

Yea . 

I sai d i t was. 

I see. But you and I haven ' t discussed it . 

I mean just a minute ago. 

lolr . Secretary, I wruld like to make one remark. 
I went 1n to see Ur . Loree this afternoon and he 
tol d me the way the statement finally did get on 
the t i cker. He said i t never occurred to him 
that 1 t should go on the ticker until he happened 
to talk to the one stockbroker on h i s Comt~lttee, 
Sldney Vleinberll, who said, "Well , have you put it 
on tho ticker , and he said, "Ti okerT" and because 
some of tbe people with Whom he was dealing don 't 
havo tickers , I mean - according to Mr. Loree's 
ato.tement , there o.re a grea t man1 of the brokers 
whom he was talking to who do not uoo the t icker 
as their moans of ge t t ing inf~rmation, and he said, 
"That i s a damn good idea, • 11nd thereupon i t was 
released because Si dney ~einberg happened to aug­
goat to Loree a t 2 : 30, or whatever i t was , that 
he should put it on t)le ticker. 

That wae s uggested b7 llr. Weinberg only when 
llr , Loree said to htm, "How a re you going to cover 
all 1n your group, • and there ·were some 50 or 60 
or them. He stumbled at the idea or telephoning 
50 or 60 people, eo he said, "Well , how about the 
ticker, • and that was the first t ime it occurred 
to anybody. Certainly, the evidence as far as 
llr. Loree 1a concerned in the Guaranty Trust Com­
pany showed that that was handled 1n all good 
faith on their part aa a way of get ting the market 
informati on, and his own trader was the last he 
advloed, becauae he telephoned everybody else 
fir at, 

His comment was also very amusing. He said it 
was the only hour and ten minutes for months 
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that there hadn't been any purchases of s t erling 
through this trader , and God ~t have been there 
hold ing us by the hand . 

'!'hat is precisely why I om fearful of' g'> tting the 
transcript , because 1n tho normD.l course of e vents -
it doesn ' t necessarily prove that it was any abuse 
of anything. Furthermore, as I oaid at the outset , 
I don't think that even if they had gone out after 
eet~1ne the information ~o buy sterling that that 
would have - that they would have t hoU&ht they were 
us1ne that information, because the information r.as 
beinc c 1ven to them to stren,rthen cterl1n&· 

I want to say the Federal Reserve - ank has been cy 
e:~ea and ears now in !lew York over since I have 
b~en here . no thin& has shaken r.ry confi dence in the 
Federal !!eserve l!ank of l:ew York . I am still r e ly1n& 
on you to be cy eyes and eo.rs . r:e have had dif"fi ­
cult1os before and r.e v11ll have theo nga1n , but we 
ho.ve alv1ays ironed them out and I tol d tho.t to 
Y~oke yesterday in a conversat i on which I don ' t want 
to repent here now. But for everybody's sake, I 
hope that the investigation will g o along the l ine 
that we discussed here today, and after you have 
looked a t the r ecord, your word i o e;ood enou&h 
for mo when you say these people have or have not 
acted in e ood faith ani\ their trannactions ho. ve or 
have not been leg itiMate, just ao thoro will be no 
misunderstanding. 

I appreciate your confidence . It d istrc&sea me 
~;rievoualy that any error in judgment or n1suneer­
atand1ng aa to procedure that we may have had with 
t!\e Treasury should have cone to a point where it 
requ i red an investigation, and we will respond 
to thll t 1nves ti6ati on ju.st a a fully a a 1t0 can. 

'l'ha investigating powers are solely witl"l you and I 
am relying on you for a report as to whether any­
thing has or has not happened. Certn1nly you can ' t 
ask f or anything more thnn that. 

That 19 r i ght , but I may ho.ve to explo1n some pur­

eho.sea . 

You explain it to us , nnd aa far as I am concerned, 
nothl.niJ has happened making a chango. I will 
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accept 10ur explanations, but I would l1ke to 
have an explanation. 

That seems to me to close 1t, Mr , Secretary, t or 
the time being at least. 

/ 

• "'2 - C 
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TREASURY DEPARTMENT 

INTER Ol"l''CE CO,..,..UNICATION 

H. Werle Oochraa 

SttrliDC opened In !lew Torlr: to~ at 3.86, rooo to 3.95 aA4 olo"d at 3.91, 

!'to illl!'rou.,.,t 1n tba rate •• pro'ba1>4' a. pr1co1pall,7 to tho !aot \bat -

otreal blllo, oapec1al4' for cotton, are now belDC bouebt aoro extono1n4' b7 

the 3r1Uoh control, Durinc tho 4e7 we learned tbat tba IrTIDC ~~ baa """ 

bttc ablt to ac-Uoh nch tranaacUono, 11h1ch 'QP nntll ~~ ba4 - l"ll t.hroacl> 

cDl7 bJ the ~~7 fruot. !ho llaUollal 01t7 an4 Obaoo baDI<o aloo reported \bat 

lbtlr no!)Ot1at1ona were proeoodinc aat1etaotor1l7, Jlart or tho llll>roY-at 1n 

tho otorl1DC rate •• aUrilnlto4 t o ,.,.... pro'" otat-nt ot 70ote~. ,_,.re •• 

aloo aoao 118l'bt ,;o .. lp \bat Bitler'• IlioDslc op .. ch aleltt renal aoao hopo for 

po&co, 

i'ht Jodtral Ruano llaalr: of !low Tol'lt r..,o1Yod ordoro to~ to .. u at tho 

hilt price i-25, 000 tor tho liNIIr: ot !lor~. 1050, 000 tor the llaDir: ot Sweden aA4 

~.coo tor tho llaDir: of latYia, loll of tbaoo tranoaoUono wro pu.t tllroueb 

without undul7 deproooiDC \ba arb\ b7 otforinc ~1 ... ...,to at a u. .. , the 

talto bt!DC ado at froa 3,91 to 3. 92. 

B7 hlophono at 4tJO thlo eYODIDC w l....,od froa Wr. Inolr:o of \ba 7o4oral 

iooorn Bank In !lew Torlr: that total ottoro ot otorl!DC 011 tho II"' Tol'lt aarlr:ot 

troo •broad to~ approxiato4 11/50. 000, 1Jicl'Q41nc the 1o325,000 aboYo •aU-4. 

l'ho oft oro, ao14o troa llo~, S'II'Ode a114 lat'fia, - pr1,.,1pol4' troa llftth 

.I.Dtrtca, .botordu, tho lloar aad l'ar Jaot, ApproxiaU4' ~5,000 were pw-..4 

1• I•• York b7 Scnlth .a...r1-, l'arlo, Aaoterdu, alii!. t he Jar Jaot. ,_,. tnr 
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~rlioi JOY Tort 1laBb I.Dtoneol the hUral llaoerno - Ua\ c-..1&1 oaloo 

of oUr llllc oxc .. Aeol the pvohaHo, 

fo han 4rafte4 a O&bl- which will 'bo oubaitto4 for ,...v -OT&l t o­

~. oel:DO•~ \he c&'ble roquoo\ troll Uoo :Diroc\ar of Uoo 7=benC'I - ~ 

!rooll !or U>o paroii&H of &<>14 ill lift Tart, 

Tbo Con~ Bull: of ~ roquoo\114 ~ \he h4or&l .loMl'ft Bull: 

poniooioD lO parcbaoe &Ol4 0&1,..4 &t $1,000,000, 1lUllslJ1C flm4o ill \hel.r 

"cOUAt. lo b&'fO approY04 thlo oalo tbro'IICI> \he :h4orol Rooono Bull: a'bJoot 

to coD!l,..Uon troa ~ \b&t Uoo col4 1o roqull'o4 to olroJIClba thool.r col4 

I. 

lo han &loo approYo4 tho o&le of $2,);00,000 lD &<>14 to .&.r-U• \oaol'l'011, 

11!>1cll reprooonto part of Uoo -oO&l which w ban pYoa for tho oalo of 

$20,000,000 &Old to \bat COUA\1'7, !bo tot&l whioll tll07 boYO parollaooCl, lDCl114.­

IDC lhh oalo , U101lllh to $17,~ ,000. 

!lie J'o4or&l lloOOl"fo Jaalr: ~ II•• Tort rocoiYo4 & c&blOIJ'&II lOclq froa tho 

!oA11111 Pololl:l, 4ato4 Bacbauot, Soptoa'bor 17, J.t Ill', holl:o '• ropot l baYO 

•tldo&•oro4 to aocertain fl'Oil tho State ~tiMa.t •thor tllo lluq1» Pololl:l 

h actua.l..lJ .. t 'QP ill "'""'•· ~ h4erel 4ea1.rea _,.. aewr&DCea before 

eucuung tllo tl'hator of ta:x>,OOO roquooto4 1D. tllo cablaiJ'&II. 

lD a ooparat0 _,_ 1 • p'l'i.JIC the latoot RIPP~t&l lDtoraUoa 

obtatne4 bJ tho :h4oral .looarYo Jaalr: ill r_.-4 to thoo '""'ti.AC of tllO 11.02 

•terllng rata to J.aorloan llol4oro of oterlliiC b&lucoo aa4 for .,......., - · • 

lrooooct1ono o1 Uo tho lrU1oll Jllll.ro, 
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lopt .. \er 19, 19)9 

Secretarr Worcantbau 

llr. Plnoent, J'inancl.al Oo'llllotlor of tho BrUhh J:abaoo1, callod on u to4o1 

ol 12:)0, 011 on appo hlt.OD\ -. at U110, 

llr. Plnoen\ u:plalnod that ho had baen oboont ln loo York or .. ral doyo In 

ortor to ocet too Maboro of tho BrlUoh l'l>rehao!.J>c llloston oho had orr1Yo4 011 

nuu to Conodo. Be oa14 that ho .,.ted to brine • up to dote on two or throe 

• Uttl u 4 &et ay ad.Tiee on one point. 

llr, Plnllnt otated that WhOII tho matter \ed boon broached OOIIOtl .. &eo, 

Prtd4fllt loooenlt had &4rtood \he Brltloh to oot up a corporation In tho UDltod 

S1oteo tor tho pw-pooo of ott ee\ill& tholr purchoooo on thlo ..rl<ot. Bo ooid that 

rilhl.< the pool f ew do7o, !hurodo7 or J'rldoT of laot woe~ oo he recall ed It, tho 

PrtoRoot 1'£4 u:prooood tho opl.Jilon that thlo would not be oo &4rtooh1o ao tunctlon­

l=c lhro"<!h a otralcht l!rltloh l'v.rchaolnc Couloolon, llhon I proooo4 t or procloo 

lo!o:utlon ao t o wbothor tho Prooldont hlaoolt hod ci""n thlo adYico to tho 

!rhhh Aabauad.or, or to eooeont alae, Mr. PiDttDt. azp1&1nt4 aa t o llowe. Bt •14 

tilat Lord Rlurdolo hod beon in tho United Statoo O'f'On botoro tho outbroal< of tho 

..,. lo .. oiiCI'tiDC tho prcpor aothodo of otroctlnc Br1tloh purchaooo In tho United 

Staus. It •• Pinetnt • a wu!.erew.a.d.ina that at that tiM the t'QC&eatlon had. bee 

•de by tho Prooldont, t hrouch Actinc Secretary Johnoon ot tho far ~rbont. that 

lht teltiDC up ot e. purchaolnc eor pcratloJ> ill t hh country would be e.d•loablo. 

Ilion Plnoo.ot ond Cbalke)', Oo .... rc1a1 Oounoolor ot tho Brltloh Eabooq, 

lto1 .. , k Mt tho two Maboro of tho Jrltloh Purdu .. lnc Co-oolon ln lloo York 

lht7 dhcuooed thlo propooltlon. 'lho1 onbooquonU:r l lltoraod tho Proold.n\ , 

lhrouch Acllnc Secretary J ohnoon, ot certain toohD1ca1 obJoo\lono oboonod b1 

lllo , .. Jrlthh ot tlc lalo ln rop.rd. to ouch a oot up, l""olYlnc tan•. pui>UoUJ, 

etc. Cont14er1n.c thee• obJeetl one. Mr. Plneeut ate.t ee that the a4rtce laa oo• 

beta recthed tro• the Pr·ta14ent, through .t.cUnc Secret&ry Jobnaon, !aYorin& a 

obple ! r lthh pw-ehoolnc co.aiotloJ> o ltboltt ootabl1oh1D& a corporation. 

llr, PSnot Dt ooid. that DO eo-1\ .. oto bad boon taken but that thoy ha'f'o tho 

Pf.l t tew 4ay, been in conYer .. t ton with YU"loua ba.oka i n Yew York l n rtpr4 to 

future Brl lloh otf l olal buol.Jieoo, !bore 1o DO plon tor OD:f one bank bolnc tho 

Brllloh P'lloc acont. !bo Brltloh ottletah ooro turnlnc onr I n \holr lllndo tho 

JIOu lb!lhy of OO'f'tral of tho lloo York b&nl<o crouplDC t ocethor t o onond oueh ohort 

:Oro cre41t o ao _, bo ptl'llloolble undor UAltocl Sta\oo lawo. Bo told DO fur thor 

lhot ! roo tho J'roneh J'i...,.olal .t.ttaeho Lero1 B...,Uou ho had Cl'inocl ':-" ~~= 

tho f r eaeury faYorod tho oponinc ot aD ottleial d.opool\ 0 " the part 0 t Bonk i 
.. 4 pr.,,_u,. the Brltloh, OoYo......,.t purohaoero olth tho lode"'l Rooono o 
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,., Tork. Tbit r a1oe4 tbo qlllotloll of ao to wb.othor \bo J'o4oral B.otone l!&llk of 

,., fork would oocept a forolp fiOYII'JIMn\ &OCOWI\, or Wbo\bor tho aooou\ would 

t&Tt to bo o~JII4 l.s tho ,._ of tho l!&U: of lacl•""· Ia tho la\\or .. ..,,, \hh 

.. 214 ,.n a .-rooM orr-D\ f or \bo ""'chui.Dc c._hoioa la \blo coutrr• 

1 ,. .. q porooaal op.laioD that or41D01'1}T tho J'odoral leoorn l!&U: 414 ao\ accept 

&<>"rpon\ accoWlh• I \ol4 hl.s I vov.l4 aback \b.io, ollloo a •Uor of pol1c7 alp\ 

tt toYolvtd to the preaent iut&lloe. 

I lot Mr. PlDoollt mow of tho .... _ tho Socrotorr of the fro&Wr7 bo4 to4q 

co:flreQ Ulroucb .&llbuoa4or ][eano47 h7 \olepboM to \ho Brl Uoh Cbol>eoUor of tho 

bchtquor OUU"•tio.g tho c!.oolral>lll\7 of a Tl oit to tho fri&Wr7 b7 Slr .ruu Kq, 

UD4or .. crotll')' ill tho BrlUoh llillitti')O of PliW!co, who h llOW iD Oono4&. Mr. PlllooDt 

oloU4 trnot t bh official would oooDor or later eo110 t o tho U..i\14 Stat11 oil \bo 

l'ltr<hasio& Khoioll. I\ hall hooD 4ooiclo4 a4Thohl o, howe.or, \hat \hit Kho1on 

!In• procoo4 to C&Da4a, partlcul&r}T eolld4or 1D« \ho foot \hltt lloutrall\7 l opol.otioD 

vu 1•• •• bo rnlwecl 1ll tho 111l1 toe!. S\ ateo. B.o a44&4 \bot thio off1clal 11 .., 

o<Iolnlltra \in officer and 1o porhapo Dot fu1111U' with otrai(!bt flDODClal ODe!. 

110nttay quutlont. J.t l oaot llr. Plnoollt hall laot voolc foWlcl lll llow rorlc that tho 

l'l>Uroocrotary ba4 bun Wl&blo to p r oTlclo ba v lth 11\tlo lntonaatloll Oil otorlioc 

froblea. IDOlclentall7, P1DOOil\ vu qul\o Wlbopp7 boeo'UIIo of \ha fa11UN of Loll4oll 

1o nep hla OD4 hio ltab&U7 lntoi'Mcl \bote rocont cla.Tt v lth ro~ct to po'llll4 pol107. 

" .. • a .. ,......_·.., .J.......D ..... ~ ...-... lr"',_" 
Before l eaYlJ>g rq Tloitor brought up ono other 111\\\e"' B.o ttato4 \bot tho 

11/oany bert orc!.inerll7 c!.rava each aonth a b1ll oil Lollclon, to be tole!. o.t o bftll}c lll 

w trnlto4 Statio, uoual1y .r. P. Korcon, to coTtr rWlllillC o:r:peno11 of \bo bbut7. 

llOD & blll Vat 10 Offlro4 \hell pu\ f ew clo7o Korpno Ylrl DOt &blo to cuozantoo 

.._..,..t a t 4,02, which rate tho ltaba117 \b.into 1t ahou14 ob\aiJI. Sia1lorl 7 , tho 

iluo 0114 other bftll}co in Yaohi"'f\Oil which orclinori}T cub tho 1n41Ti4ual choott 

o! the Britlob Embaoo:r otoff hoTO 110 authorintlon to P07 4 . 02 for tho10 ehtcto. 

llr, PllloeD\ ulcocl. 1t I t hought t ho :BODle of Snclancl coulcl. arr &Difl through tbt 

1t4eral b&ln-e B&Dk of W.V York, and &lao h&Ye 1natT\1Ct10ill of 1 0 .. aor\ aent b7 it 

1o lillTidual banli:o ill Vuhlo.gtoa , ODe!. ol-horo lD \ho 11ll1 h4 Statu , ~o \bo oo4 

Ilia~ the 4 .02 rate be pa14 for tho abo•• \7PO of tranncUon. I tolcl Mr. Pillllllt 

thftl I voulcl loot illto tho ..,tier but that I 4i4 not 101 Juot how ~hio cou1d bo 

clone. I n pl.&lnocl tho t:rotoa .tollovo4 i .ll our OVIl J'orolsn SorTict vhtrob7 tho 

offlcero abroo4 ooll tholr aboclta a t tho aarlcot ra\o ODe!. oro \boD e-oootoc!. for 

Kf lou 1>7 •xclwlco t brooeb ouppl-lllol ehoeto froa our Dhburlloc Otficoro. 

I later tuctooto4 that h h LoDdoD - lo ohov.lcl - tho noeo .. &rT arro.Dpalllh 

d!roct}T or through hi• vi th tlio 'bonlco ill quuUon. 

Shor tly after lallciD& with Mr. PlDoont I .,.,. 111 OODTeraaU oll b7 tol.ophollo , 

• ltb V.r, IDoto, v 1\h v hoa PI.D .. Ilt ba4 lalkod oTOr lbt •H•r of POT oboeto vhllo 

Ill l ev Tort, wto eontlrao4 '1111 WlclorotODcliD« that hit b&Dlc u a ru1o vculd DOt 

op.en aecounta for forelp goYert1Mnta, &ltbouch •• u exc~tioD&l e.rranp::ent it 

boo lake• golcl Wlclor oormarlc tor a forolcn ,. ... .,...,., , -17 Siaa. B.o aa14, how­

n or, t hltt t hlo va.o " IO&ttor of pol1C7 11114 that a clofillito}T lllp UTO &DIVOr would 

Del bt clno without tuba11ti.Dc tlw aattor to h lo Boar4. 
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INTER OFI'1CE COMMUNICATION 

.lt l o' oloolc t.hie DOOD Jlr, lnolce ~oned ,.., He al.d thet he bed 

jolt tolked with the BaDlc of J!:ntl•ncl. lD the t.baooco of Bolton, he bed spoken 

w11h ilald<Br. H..Xer eoqil•<ned bow the eterlin& aituation wu be1.Qc bedled. 

11o said the Bank of J!:ntlenc! -.. receirlng a p-eat NZ1T l.J>qvJ.ri• ~ banb, 

lftlcil ware being ana..-ed .......tlat aa fol.lowao 

Foreign e.xchanie ia be1.Qc lll8d8 aYailable at 4. 02 pl'O'fided three 

pc1llte are •t• 
( l ) that the atarlin& "-lance aotuallT a bted on S.~ ) , 

{2) that tho ownerehip ie ent.irel;f llnitecl Stotea. 
(3) that the 01lrull" hu DOt covered the etarlin& "-lance by 

forward Nlee. 

Hal<er g..,. the i.mprusion that - ~cations by .laerican bonb 

had annoyed bJ.a since be ceined the idea thet th.,- bed covered their cub 

balODC .. by forward operations and oould not ciY• proof to the contr...,.. 

With reapeot to otarllng raeult.ing frail current tranoact.ione be-n 

boricans ancl the Bllpiro, Baloor eoqil"'ned thet there i .a DO qu.Nt.ion u to 

the eh1llt7 of the .blerioan exportara to obtain ctch""ga at the rate 4.02 1f 

Ulo trlllUIACt1on covero •pond.ttecl" iooports. In HPlT to lnolce' a question aa 

to 1111at 'perod.ttecl• iooporte wero, !Iaker replied tllat no llot could be pro­

'fided. Pllnlittecl iooports are thoM 'llbicb tllo British CloTo....,t oe.ye it neede. 

Soch itau taa;t cbenga ~ dq to dq. the boat proeodl>ro 1o !or tllo .loloorican 

&Xportor to baYO the British {l!looopin) iaportar atote 11bother the latter haa 

boon gi'fen an iooport lloODM or con!1nl to tho .blerican exporter thet tho 

import ~t.ieo Wider roferenoo are on the tree llat. There i e no Clll"ation 

Ilion a.s to the ab1l1 t7 to obtain foreign ach&ni• at 4.02, lnoke bel18'fed 

~'lot the 8ank of Engl•ncl bed g1...., a atoey --.at alons the aboYo l.1ne to 

Ilia l'all Stroot .JOW'D&l. 00~ 1n LoDdon. liAicer ll&de tllo point that 

Socc ~ong, Caned& and u..t,.,..., .. d, berlng their 01ID exc~~ancu, are DOt 

l.ncluded in the ~cab111t7 of the aboYe proYioiona . 

Tho &hove report 1e baaed on rq t.elophone coD'f"ero&tiono with lnolco. 

'lhio ..,enina he will ..u 118 a tzo&ll&oZ'ipt or t.hie t.elophona comeroat.ion with 

!!Ioker liiUcb ahould conat.itato the oU1c1al rooord. 
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St.arl1111 opeoed ill ._ York toclq at ),86, roM to ) o9S aDd oloHCI at ) , 91., 

tbe l.mprOV..-t ill the rate wu pro~ du priDcip.u,y to the tact that -

oerci&l bil.la, especi~ tor ootton, are 1101r bel.ng 'bouel>t 110re oxten81ftl;r bJ 

tbe i!rit11h control. Dl1r1Dg the 4q w laamecl that tbe In1Jig Trlult baa now 

been able to acc>QIIIP111h 8UCh tr......,t1oll8, 'llb1oh liP 1111t11 today had been put tlu'ou&h 

ooiJ- b)' t."" Ou.armtr trut. The National C1t7 aDd Cbaae 'bclka a1eo r.ported that 

their negot1at1ons ......, proc:eecl1ns aat1stactor1l;r. Part ot the illpr'OY...t ill 

!be sterling rate waa attributed. to rou:r preae etoteaent ot J80ter4q. There wu 

al.oo ,_ ...,.kat goee1p that B1tler' a DaDs1s apeech 111sbt l'8't'8&l .._ hope tor 

JlOIC4• 

'.he F..S...al Reeert'a Bank ot New York rec>a1Ted ordara todq to eall at tbe 

boot p."ica 1.251 000 tor tha Bank o! llorQ;r, '501 000 !or tbe - o! S...S.O aDd 

1.250,000 tor the Bank ot Latrta. W. ot tbeea tran.oact1ooa ...,.., put throug;b 

'11tbaat undul;r clepreea1Jig the ...-kat bJ otterlng 811111 &IIOWito at a Uae, the 

sales beiDa uc1e at tr.. ),91 to ) .92. 

B7 telephone at 4a)O th1e evening we 1eamed. trooa Jlr, Knoke ot the Pecleral 

R.oena Banlc 1n - York that total ottare ot eterliJig on the - York ~~&rkat 

~ lhroa4 toc1q a.pprox1aate<:t ~so,ooo, 1nalw:tl..ac t11a 1325, 000 a1>cm1 ..,uoned. 

the ortera, ae1cle hom No~, 9n4en aDd Latrl.a, .,._ pr1nt>1p.u,y trooa South 

.borica, Allltercla, the 11ear 8lld rar :B&st. .&pproxi.UtelT 1.265,000 wre por h •ed 

1A Uow Iork bJ South Aloer1c>a, Parle, .t.utez'(laa, aDd tbe far J&st, tba tour 
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~ N.,. Iorlc baDI<e Wo.-l the F..S.Z.el a.eeNa Bank that ooaMrOl.al eelee 

ot eterJ.iJ>S exceedeci the purcbaaM • 

.. ban clratted a c:abl.acra 11b.1ch 'll1ll. be nlal.tt.cl for JOU.%' approvel to­

dot 
1 

..,mowlecl&f.ng the cahla r.queet .rr- the D1nctor of the i'Jrb*"C'' 8aDic of 

arasil tor the purch&ee of &old in N• Iorlc. 

The central Banlc of Ur~ ~ueet.cl thrcNah the Faderel Rea...,. Bank 

per21ss1on to purch&ea gOld 't'&ll.le4 at tl,ooo,ooo, utuising tu...s. in their 

acoow>t. We have approved tb1s aale tJuoouah the Federal Reaene Blllk IUbjeot 

to contir:u.t1on t.rooa Ur~ that the gold 1a nquired to lltrea&'theD their gold 

............ 
'llo have elao approved the eele of $2,6oo, OOO in cold to Arcontine toooo>rrow, 

1il1M repreeenta part of the apprcmol11b.ich w bent g1...., for the eala of 

$201000,000 gold to that OOW>t!'To The toteJ. which thaT baTe purchaHd, iDclud­

i:Ji thb eala I ...,.,.,ta to t17 ,t.OO,OOO. 

The Federal l!eaeNG Bank of N.,. Yorlc ""cel:red a oahlagrlll todq troll the 

BODq\la PoJ..ld.1 elated Bucharaet, Septellber 17 •• U lir. Xl>olca'a r.queat I haft 

lllde&YOred. to Ucerta1n traa the State ~t wbether the 8011qU8 Poleld 

is acw~ ut up in lbmania. '1'he Federal cleeirae ,_ UIUl'anoea before 

OXIC'>Ung the treater of $200, 000 requeat.cl in the calllagr.,.. 

In a separate 1110100randua I a g1vin& the lataet auppl-teJ. intonaetio~> 

olttaiDoc! by the F..s.ral ~ llal*: in recll'<l to the P'ADtinc of the 4.02 

lterlin& rata to American boldera of aterlin& balanoee .ad for current ,.,_,Mae 

tnno.cuona with the Br1t1eb l!llp1re. 
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...,,, .. ,. s., uae 

WUl JW pl- llaft .... 11-- ..U a 

,,..., tor • •• to bow tale ... ,. .,..tt•• ... 
wodtM 4V't1W "" W.rl4 lfart alaa, to l l" • 

lol'l te Pft aa4 - • We r- If taatl•• 

L L, lr. 
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WI'!Ml 

~ oL tbe attacbed sm. ape· tal q:r,.o-rt.t aD4 order. tiM 

follDriDc 1e alaitwch 

'l'bo JlW1)088 oL tb1a ag..._.t Uld Ol'cler :14 to olar11)- tbe cli'rl-

a1on of rupco181bU1t7 be- tbe rr.......,. Depo..-t OIDd tbe c uce 

~t with rMpect to paftC"IPh 3 oL tiM lliloocllt1 ... Order oL 

s.pw.bar 5th• 1dliob .U.a tho ent~t of -.tral1v w1tll reepaot 

to Ml'Ciwot .... ..a a ~oint raapcma1Mllt7 of tho freanJ7 IDCI c-. 

- Ilept.rt.mta. 

Practio&l.l;r all tiM clutaa 1.o1poeec1 1>7 tbe ,...trallv proclaation 

relate to tlmotl..oaa of Cu- or CCI&at Cluo.rcl. .LD aoeption 1a t.bo 

•tter oL tbe ~ of a~q - rep1at1ona relatiDs to ca.r- of 

.... ..a UDcleze the apacial. ou:-tancaa .,....t.cl b7 tbe -tral1t7 Acrt. • 

....,_t to •....-at ~ - ... 1t~Mc!lilr tho order to tiM ..._ 

ot cute.. .u a •"- of hot tbe .....-.1 ._ul,__u- with 

~ to al.MnDoe th8t ....... -- i_.t witldD tho l&at ..u. _.. 
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: 72 

Ia.......,.... t.o 70'11' r~ ... ~ r ... u e:oploaatiOZI of t.a.. t1liAl 

paracnpb of ~be &~t&cW ~-t.al ACI'II 1 ~ &Del order, t.a.. 

tollowil>& 11 ... lai~-. 

1'bo ~e ot Ulio &e;l'"'"''-"''~ &Del orcler 1o t.o clarU)- t.a.. cUrl.-

oica of reopconaibU.U.7 be- tbe !'HulUT Depa..-.t a d tho eo-ore. 

~t with r-" t.o parqnph 3 ot u.. -..u ... Order ot 

~ Stb1 micb .alooo tbe ento.-ot ot .,...t.ralii;J witb reepec~ 

t.o urchont .,..Mla a jo1Dt reepocaiblli\7 o! tbe ,.,.....,.,. Gel c--

Pnct1Dal~ all t.M d11t1 .. i.lipOe-.1 by the .. ,.tnll t7 proolaatioo 

rala~ t.o 1WicUone ot CU'- or c..ot Gaud. .&n u.ceptioo 1a t.a.. 

-~ter o! t.M ~ o! ~ ...., replat10DI relat1Da t.o claarance of 

nonlo - the opec1al oir.,...toDceo creetecl by ~h• lleut.rali\7 Act. 
I 

1'b1o orc1er po'O"f1dee til& the -...~ or ~ oball 11- ncb 

iDnNcU.X., bU ~ an.r CCIDftl~U.., with the Treuur7 Depar~. 

All other dlaUM 1D o-t.S. with t.M 111!-t of -trolii;J with 

~ t.o -~ , .. •'• - .-1ped ~ tbe order to t.M lllrea 

of e-n-. u a -~ter of '*"' tile .....-&1 opeciol lnet.rocU.. wi\ai 

IWJ*i\ w ~ ~ baTe boa 1..-cl with!a tile lao~ ~ _.. 

u. -a ar ~ w t.hlt o-ne Dr,artMat tv tb& rr_u,. 
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F...,...,.. ... J o~ a ,, .. ~~Nor ... ., et~ 5. 

1939. 4 ,... ... ,_ IIJ,.,. llllWII& --·- -n.c .. 
enter-=.- ot - ••wa1UIJ et - '11111- _ _. ....-t- • 

-,. b'" I I , Jlrt ' .. c:--.n.'"' rt •• 

(~ - ,__r 4l'IU1• ol 1111 • IIMU~ .. 

taw 11a oW) et •• ttl--~) u d iiM 8 • ....., ~ -......... , ,,,..,..,...)_,., . -
.. luUtr ,_ .._ _,.._. ...... M F lW ..... ____ _.,.. , ..... ,.. 
--.. -·all 1• ........ I .......... 

........ crt ... __,, ..... I ,_. 

III$ --et\lle oltaoW•ia 

.. -..lWS. .. ~I 1-..... 

.. !!1--"' .._ __ ,. ... .,. or--•• r 1 .,_ .... _~_, ... ...,. ........ 
1 5 I~W ,_. .......... Sa ... PMU ..... 

.... ~ t .. -.l._ .... ...,.... • 
5 '-.., '•.,. ru' 'a JUiefle+t• 

,_ .. a..s 5 I 1·. 

"'•--•• • , .. ._ ps ••• et * -••• ...... lt 1.8 

--'ll'L:Ir ..... -.r1 .. 7 diLl ol .. !I I I _. .. 

• 1 .. ~ 5 a ........ ~• a.ksaU- reW'• • -~ .,.. ....-.a 
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.. le ... "' .......... , •• ,., ~ - .... __ .,, - ... u .... -

......,. .me-. el out a , •••: 02111 iiltw 'et tM ....-

n.S.. ~ J1Na1 Ue ... .,... ~ ..,...._. 5o 19~0 4 -. ... 

J6I'J Dl0 ,., 1 "• ... _, ~ • ; t ... S. ~0 4-. ..... 

}8Sl tJ - I'll • _ _._ ... IS'!Ill ., .......... 10. lll"-::o ...... 

Jle&- )lJ5'7 DJ, - ... 
0 

,. W SCfJ' rt Q' ... 

" 1.o alae 2 ll;r -craM .. , "'* • ......,. ., " , 
- U. lo • .....,. ~ CC>a--•• - all ._._ ,.~ ta 

.. -1•1 ~ SWtawtlt- I'Cldillc '* "'- do.- at ..... ,.,_ 

-.111 ta l_. "' * Sea ataa) et .. 1'PKINr)' to CUl~ -

otlwr ettlMre fJI o.t••• n ; r •«• -.1~---"' et tbt ,...UU. 

ar P'rua~tl• ... ~ et ~·• • 5o 1939.4-. .. , . )SIP Dl0 

PJ"ua:t-U• ... - et ..,-. lie 19~o 4 , ... "*C• ,..;II ~10 

md l'rcal U• ... ~ at ..,_.... lOo 1939o 4 -. Raeo J857 

m. •.., • • •<J' .., -. ..... 

dll IWta wtlt- .. Call tea a - aWoar utftaaru et ~ 

Nla ... te taw uliouwn et -1.o all • u-~ U. t o *""" 
at ' -. ...... 1.a .... t?tasa0 all a.-lt Wlth tho ~ 

I ~~~Dod) Jl. l(g *b•.a. Jr. 

I .c::r,.ec•t• ' 

a&; J . • 

.... '-"tft 
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TREASURY DEPARTMENT 

WASHINGTON 

J.ll. of U. ••lion of U. Joar4 wre , .. _, aa4 1a a441Uoa 

llr. l&rriooa, heo14ea\ of U. hcl.oral ••n. Juk of .., Yon: U4 

:.75 

••'oer of \be -U•o eo-1\\oo of \be Opu Man:at eo-tu .. , 11r, lp.....t, 

fico holicl.oo\ of \boo locl.oral •oon. liMit of .., Yolk; llr. :r-oll, hool­

lloo\ of \be locl.oral lleool'ftl liMit of 11-114. &loo a -llor of \be - ... u.,. 

c-tnoo of U. Opoa llub\ o-!U"I llr. llar\U, hoolcl.oa\ of U. hcl.ol&l 

Jeoo"o lluk of at. I.nio1 llr. D.T. Pnoicl.oot of \ll.o locl.ol&l B .. on. 111at 

ot Su lraaoi-l M4 Mr. hlbr, Prod-\ of U. -ral •oon. loal< 

to IIDow \be\ \be !J:eaour wo ••' auifto 'o nfl&a4 troaeur ao'o• •­

J.oc Dt..U.r 15 Ju\ ao -A ao U. _, wo la oolldlUoa w _,a 

rtt'D4bc opol'!'Uoa, aa4 \lloo ('MtUoa 11M llooa raloo4 -\ll.or 1\ oo..U 1lo 

tA>to \ll.o followl..lc ...-. A\ \lalo pola\ boo aaD4 • w clYO Uuo ...... U. 

t1Uatoo of Uuo !raanrr'• oatil poa1Uoa. 

I o>qpWM4 Ula\ U. .... torr ... w, ao U. ...... W - \oU 

oa oaar occaoloao, to a.p a wf!lolea\ oatil kh- 1a \lloo !raanrr ea4 

rthaUac oporauoao \!> ... -\ll• u.u oo U.\ 1M 000114 *lp • n-1ac 

\late .......,.r u _ .. ,...., al-Uoa ~rd U. ..,.. • oi-U .. arooo 

tar1r 1a Sop'-Mr '--• of \lloo ..,...... erltlt ea4 for tkt ....... \1M 

l!ocrotorr cl.olitM to poe\poM tJ.1 00~W flMMUC for Sq'-Mr 

flt\ooa\ll. 1 1014 tiM\ u. ._..\017 f"lo \Ilia 1o a.,..., OOIIfo"-'la 
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,..us.. tn \M ftn•JT te .. 1a at aU u.e, u& •• ~' u - u 

....,, o...U\Sae ....U JONl\, M we Aeel- of NtuUJic to \loa\ PMl• 

uoa. lh tlre\ rr-u .. h, •nten, to ret'-' \lloe :Dt-'ller 15 ...... 

eMiliO Md pft».M h M nlM IIU!\UMJ. eaM, el\MI' liJ \lloe eale at 

....,......_ o'lllJ4paUoae, or lir U.. eale at UI'M\ •'U.Ueu, or .. U.. 

YUII. We plotve bet .... \Ma J Ullw.M \lloet ._ oeUM\ee, -a. 

.., prt.or \e \lloe ....,... ol'lde, •a\.,.laW \ll.o nldiiC ot - ,._.. 

\Uollcb .- ~·., b •'117 .-.u,.u ... 1a * _. ., t500.ooo.ooo 

oa ..,..,... .. 15 u& nha&liiC a\ \loa - \lM \loa !ftuv7 M\eo •'-lac 

oa 111 ....... 15 1a \loa _, et t526,ooo,ooo. J eal4 w 11M aloo -­

ploW \!Ia\ 1a Oo\e .. l' W WftU Mll .......... ol>U.U- et \loa liii1W 

Statu ... lJIC --.l'lt7 1a \loa _, et tlOO,OOO,OOO, -' 1a lo; l II' 

f)OO,ooo,ooo et ..,. ,__ .... ..u.u ... et ei\Mr \loa ••aot...U• 

"- o..,.rauea or \loa C Ut7 C...Ut Oorpore\lea, or .. \11., AM 

1a eUlUoa, ret'-' 0.0-IHilll\T OIM!\ c..,.a\ift -'" a...UC 1a .. 

-· If t2Dii,OOO,OOO, • - f1MMhC--·~W for Dlt ..... l' 

........ poeal .. J,, .... ntiM1ac., .... " ·- ..... -...uc .,.15, 

19110, 1a \loa _, ot .1,)71,000,000, IMM oa Wo p...,.oo& tlMee!OC 

,...._, J..,..- ....... lMw .. , 11 ., n .no.ooo.ooo P1IIC­

et ..,..,..." t1,1t75,ooo,ooo •lal .. , ., one .... , tl.~.ooo.ooo ldiiC 

* ot lo; n II'! ... t1,317,000,000 .. liiC 11&\ of :DtniAor. J ,...,.,_, 

\Ia\ lt w U4 M tiMMlJIC W&\oftl' u& ,-l4 elf t1oa tl06,000,000 et 

~\T CI'IHil\ OorporaU. MMo MteriiiC 1a •• t r, W ...U • late 

lloooMor Ill \II. a .. ,. o, alter ..-nl41AI In \ll.o fCi' Wt MAe tor Sa-

176 
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ftoiMa\ ••-• ftr1ac \lla -u. ot t.p~r w date , of apprezla\e"' 

~.ooo.ooo. I wu tba U..t u.. ..... taq,.. o.mou to e&n7 ~ 

~. pJ'ICfta - u .. ,rUr w DH ..... r 15 1t U lo peui'blo w .. oo, 

Mr. Jupoo tllo11 oa14 \llat lie \lle'acll\ tllo tiro\ quoUoa 'bofon 

u wo vbo\llar \lla booftJ7 oa...l.4 rotu4 \lla Doc•"Mr 110\eo at ru1 u... 

o. .. raor lcoloo opoo4 that tbio wo tbo f1rot tUoUn w 4otonlu aa4 

bo voot .,._.. tile rooa aa4 aob4 .... nou roprooaataUYoo of tllo ~­

prooont tbo1r opWoao. Yo cot .,..1'1 .... rlowo , 'bat pooral"' r:poolr1oc 

W.7 all acno4 tile\ tile , .... ...,. obnl4 rotu4 tho no.-.r aotoo Jut 

oo oooa ao tile •rto\ would peroi t, u4 tile\ tile7 obw14 'bo roha414 1ato 

ootoo. It wo alto a«ftl4 that, cortai_, Mforo aq rotuUac took plooo, 

WI Jo4orol loni'YI l7o'- obnl4 ao\ -lito"' out of tile -·•· 

Mr. Jv.rpu upbaa1oo4 t.llat \lla Soorotarr WD\e4 tile •track ol•rot• 1a 

t4..,.co of aq roha41ac. OVI.ouo"' ... ...,., tilero wore - proooat -

ofta """ ' oo far ao \o w.7 \llat tile , ..... ....., oboul4 110\ ._, 4o tllo n-

I'IIAUIC 'bat aboul4 ooll a441UoDAl ooour1Uoo for caab at tile .... U.., 

llr, ~ .. aa14 tho loaN -• _, tile ,........., lo tb1akiac 

U..t, aa4 w voul4 approoiaw u 1t 1t Vft14 ctn - ooaoid&nU• 

vi\bia tile ..,., tow 4a1o to .v prenoa, llr, Jvaooo u4 I tboa vitll4rov. 

lopt•'bor 20, 193' 

file freaou7 b•N Mtbiac tuiMr t.,.. tho -ral letol'ft -

tile ... ,._ et a.,t.,.or 19 or u.. Mroiac of lopt.-r 20, 'bw.\ wo lwrMt 
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am\ •• \lie ~ral leoenw )IU'Oioaoeo \a-" \lie alb\, .. 

•14 \hal ha hal. •• bearf. fro• \be lloarf. tor wo ~ u4 IIIIa\ it wo 

... -..,laUac •J.ac '-""" be •• .. , wo .... a. llr • .lt.Ulo .., 1 

wort lo fawr ot \be !n&OU"J u4 \lao 17•'- o\q1ac .,., ot u.. •rtoo\ 

uU1 it ~4 oicao Of uo•tac our halp, &IIi \haa w allo'll4 p lo 

oalT for \ha porpooo of - •aSac \ha alb\ oa Uo W7 ...... llr. liatlor 

.. , 1o f&'f'or ot ool Uac fnatv.r7 1>1llo aa4 lrqtac oa a laJ'IO ocale Uooo 

lo .. 1>oo4o whioh aro below par, wbioh .....a..,., la attoo\, \be\,. 

woul4 1>o rofa41ac \loa loac-wm •\\ la\o a .,..,. obor\-\ora 4&1>\, 

Nr, 1\nan wo M\ la ta~or of llr • .l.ionor'o plaa, ...,, ha •• la tawr 

o.t OUftool.ac all ot Uo poooll>WUoo &IIi p\Uac low a pooUloa oo 

lha\ we oo'll4 41-oo wUil \lie Coaro\&17 UT plaa \lie\ w a!tla\ t ..... r 

wheuYer U.. elftatlea •e·n•e4 ao~loa. 

'llloila we wro dUlac \haro 41oftoolac \ha •\\Or \lao Cooro\&17 

MD\ for 11r, .lt.rpoo aa4 Ill' • .lt.1Uo. 1lboa \looT ro-4 \haT a4noo4 

\ho CI'OQP \lie\ UloiT 1aa4 br1afly 41oCIIlo- Uo 4q'o arloo\ oporaUoao 

vi\b \ha S.crro\&17 aa4 be o\o\14 be we .. , worr1o4 U.\ Ulol azb\, 

\ba\ 1>o 414 ao\ \ll1ak ,. ollCIIll.4 \ako UT aoUoa o\bor \boa \o lo\ \lie 

-~\ \'7 tor -••r 4q \o a4Ju\ 1\Mlf, !llio CfO'IIP Uoo a4Jo1U'11o4 

vi\ll \be 14a \ha\ u .....U w\oh \lie _, tor ,...\lloor 4q or -· 

-oOo-
..,_ ...... 22. 19, 

!be •rtoo\ opou4 \ll1a .... ooanba\ aao1or, Ulol 1- beau 

Mlac ott U..\ a1z lll1MT-oonelo troa \lie prodou ~··• olooo. 
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September 22, 1939 

Memorandu10 

The Treasury advised your board the early 
pnrt o:!' thia week that we would like to conduct a 
refunding operat ion o:!' the Treasury notes maturing 
December 15, next. We aeked your consideration or our 
?roblem and it was understood that there wae a definite 
reel ing among member s o:!' the Executive Committee o:!' t he 
Open Market Committee, ae well as the Preeidente o:!' the 
Federal Reeerve Banke present, t hat the Treaau.ry should 
proceed with th1a r etund1ng operation ae eoon aa ma.rket 
condi tione made i t advieable. 

We had assumed that t he primary purpose in 
your withdrawal :!'rom the market on Wednesday and again 
on Thursday wae to per mit t he market to find a level 
where it would maintain itself without interventi on. 

I learn this morning indirectly through a 
Treaeury operating clerk, that t he F~derai Reserve System 
hae suddenly reentered the market. I am not unmi ncl:!'ul o:!' 
the r eeponeibilit i ee o:!' your board, and I have tried to 
keep you advised at all times o:!' any cont emplnted movee 
on the pa.rt o:!' t he Treasury which at:!'ected your ree<'onei­
bilitieo, I believe you will agree that I had a right 
to expect the eame considerat ion :!'rom your board. 

The Treaaurr believes t hat in order to die­
charge ita reeponaibil1ty :!'or management o:!' public debt 
that on occasion when new :!'inancing 1e in prospect t he 
Federal Reserve System ehould either be entirelr out o:!' 
the garket :!'or government aeeuritiee or that ita operation 
ehould be conducted 1n eonau.l t at1on wi th ' t he Treaaury. 

Aa you know, 1n order to :!'aoilitate consultation 
I designated Meesra. Burgees and Bell to repreaent me in 
dealing with auch matters o:!' oomnon interest betwten the 
board and the Treasurr. 

_q 
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f)1 1'111 n:lD!AIIf 

rRCII: •· IIADII 

l~Mt!.¥ ....... ftli!J 

no -lac ot the IDh•r-~•&1 ~''- ca ...,tftllq. ._. 

!llld lD S.Ol'nU)' a.lllo OttiOo CCI 8&~, 8~-&1' 16, a• 11:)0 a.a. 

Hate, 1're&rll:7o War, ~.,., 1woUoo, the JOO ODd o~ -•1 .. 1IVO ro­

J.,.. .. Iod at •• -lac· !'he tollooriJI& •Uare wve 41eowooo4: 

1. fte •• Ulac ap ot -hoa1• tO%! ..,.la•Uca, ropon 01>4 

dotoraillaUca ot •••no ot MI'OIIu.t ,. .... lo aniTI.ac 1n U~U•od 

&tatoo pone a.- tor dat ... a: »:o tbe .._,. 4otana1TO 

or ott .. 1,..7 

'!'he _..tl&l'O "' liP b)' •be 1'l'Ooo11Z7 to llu4lo UJ.o Mttor wu .,_ 

~ to the O~ttH and approTod u aUotaotory. 

2. fte ooUlac liP ot a olll>-o~Uoo to a4T1H ca •11o mot- ot 

4u&or ...... h-a wldoh .Aaal'loan o.ldpo eboal4 be ...,.od, &114 •o 

pon\Wio noh oldpo not to Qtor euoh _.., 

fllie q-Uem arioN boo ...... 0t •he 4- aado b7 •~oe ar1UM Ulliono 

tor b011uou tor •- ntorlac 4aJI&orou ....... It ._. .,rood •hat a olll>­

o~u .. ·~ he ••• liP to 111'01101'• a lllan'&UTO otd-..t tor 1u~~&~~oo 117 

lbo !Iori UM O~N101l. The aldp OJIOl'&tON aro """ t.moUOIWis IIDiol' aa 

-et with •he 'llllicaa tha• a111 bcawo ~~· acroo4 u.~~<a will be rot'l'O­

aoun. '!'he JAU;ou ot the , .. _ .. ot tbe ll&l'l'OtiTO otat-t to to tatino 

tbo liaito ot tho motlac 4aJI&or _... 8oorotU7 llllll io ot tbe OP1ni<a 

lbol tile ~~cw._• eholll4 not oorU1)' 4ll7 arou u oato. lo»¥ otd-t ot 

tbol lrlll4 ohoul.4 0&7 Mr017 that tl>o oo ... l'IIMilt wu wiU""t kuaorlo46e ot tl>o 

oxiohaoo ot 4aJI&o.._ o..uu ... ill oortoJ.a uou. At -r •-utica U 

... ac:r-4 tllat lu1l lluTio oboal4 bo a .-l>er ot the olll>-o~ttoo. 

- ----
, . l'ollOJ ~~that AMl'ioan oldpe mat• to 

111"1Uoh 1upoot101l tor tho Jllll'IIOO• ot aT0141.11& rtolt, oearoh 

• oali:IIZ'e at •• -.7 IIJoUioh wr oldpo. 

8ool'OtU7 a.u. 1'004 a tl.l'et 41'0ft ot a 4..-t the OClllt•to ot wldoh 

wu. to be 4&11 1'&1'04 01'tiJ.l7 to the 0-..&1..,. ot ~· I!Jol tiah DiiU07 • 'll>o 

,_, rooonod tal.l;f all Jll'ill01plu ot illtol'D&Ucaol law applioabl o •o 

lbo -1Ucm ot tlla tloUod Stat• u a neuual, but ICI'ood to .,. oxob&D&• ot 

lllt.,...uca be- tbe tloUod BUt•• u4 tbe UIUiod ~ wiU roopoot to 

»ounlo Mllloda ot illopooUca. up. 1'0001!11 b)' tl>o 111Uto4 Statu ot lllt...­

.. u .. Cllltl~ a pzopoood MIW ot illoJIOOil•, tbe UIUiod 8~~ WO::w 
ropl:r lllat 1t ha4 no •-t tt tbe MtW wero oattotaotory. 

•ro -Uatanory, u ._. ocroo4 nat thel'e ~ bo hll oppart'llllit7 tar 

Ol'al 41oowoo1•. '!'he Jllll'IIOOO to bo aoo01Q>11ol>o4 b)' \lda pr-.... to tl>o 

al1aiuU• ot tbe -•117 ot tol'Ml Jll'O\N\. Tho Jll'OOodUl'O..., ·~od 

bJ tile~"-· 

!85 
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4. PrOpoae4 .. ~abllo...,t ot a oa.i~ho to 0011.1idar _,.. 

of ao..-lati.D& rHo...,. otook.o ot oor\ain row 11&\et'ialo, 

llr. 1ollllaoe, Aoti.D& SoorotUT or War, ot&te4 tbat a •-ut .. to 

0-idor - of ao..-lati.D& l'No,..,. otook.o of oor\t.in ra atorialo wu 

olrl0411n oXiotenoo tm4 wu tomot10111D& -·~· It,.. nate<\ tbat tbe 

~1dant ba4 uke4 ~ to a44 a lllllbar to UJ.o •-ttoo u4 tb&~ tho 

TrOOOIIl'T bad boon not1t1e4 of th1o .,.q~, 

5• Pol107 u to ooali.D& re.dlo ooto ot bolliaere.nt oh1po 1n 

Allor1011l porto. 

I\ wu agrlld l:bat ~ho praoUoo of ooal11lg re.dJ.o ooto ot .. rohont 

•o•sou ot tho boll~-t -ro llltari.D& "-rioan \arritorial ntoro obwl.d 

bo 1JI1Uatod illlut41o.tolT. Tolegrau to aoocaplioh th1o objooUn woro 

d1apotohe4 to Oout Qaar4 ottiooro Saturdt;( aftol'llOOil. 

6. Sotti.D& >q> ot -•b&lli• tor 111Yootl&&ti.D& oh&rtare of e.h1:po 

ado in Aaerioan porto; .....,sneu"" ot los• u4 rdio tiloo ot 

nooalo antori.D& -1oan porlo, and olq>Orrto1Clll and 1Jinouga­

u ... of crow d"oriiana trca bolllaareDt and nontre.l noaou. 

Thll ll&ttor re.iOOI no quoltlClll Of protOOti:a& "-r!OIIl Ylllel.O &n4 

A:ur1oon indutry h'aD oo.botaao br fo:rel.p aaonto. Tho ICC lo ...,t1n1111lg 

ito otn41 of tho quooUOII aD4 it 11 ut1o1pote4 that it w1U requ.ot the 

uoiotanoo ot tho oollootore ot ouatou - 1 t hao aoUlod upon a 4ofln1 to 

proooduro, ror tho proo011t tho O...Uttoo -d ~hat oollootoro of ouatou 

ehould roq....t MOta:re of nooolo to notitr t- ot 01tf d .. orl1Cllll r.... all 

•oaaw, Oollootore will thlll t11r11 th1a 1Jit0l'll&t1on OYor to tho D1nr1ot 

liee.dquortora of t ho JBI, 

7• othor MU&:re, 

(a) Tho JCO prooate4 &dd.1t1oo.al _,, on tho propoeod proolaation 

With roapoot to o~a&tlCllllo Tho -to W&:re :refarrod to tM O-tt .. 

OQilllidorillg tho proo~u .... 

(It) 'I'M quootloa. ......,, of tho 1011ore.l ontaro-t of noutralUr 1a 

tho Ph111pplno Iolando. DJ.o wu rofarrod to tho o'llb-oa.iUoo oouidori!ll 

thla Mtter. 

(o) Tho BBO and tho CBS wioh to broadoaot a -•1ca ot tbe -u ... 

At \M roquMt ot tho White -·· it WU agroo4 tbat tho broadoaotillg 

o0111pa111 .. would not bo tiU'Ile4 - but tbat tho c-uoo ~d not """"' 

to the requNt. 
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TREASURY DEPARTMENT 

I'ROCIIMMDIT DIVISION 

WASHINGlOH 

Sept.eaaber ~. 1939 

Colonel H. l . Rllther!ord of the 'l'ar llopartllent l'hot*1 • UU. 
afternoon conceming a deficiency appropri& Uon on llbicb the 'l'ar 
Dopartunt ie now 110rld.ng and 11bicb1 it 1e ~retood, w1ll be 
aubaittecl at the apec1al ... non ot <:onere•• ••UJ1e u.orrow. 

Colonel Rllthertord oteted that it wae tlleir cleoirl to include 
in tr .. ir eotiJIIate an its~ of $90,0001000 tor tho bal&Dce or the 
$10010001000 authorise<! !or critical lll&teriale, tJie ~rotondin8 
being Ul&t such - 1roUld be appropriated to the Tro&IIUI7 De­
partment tor uae by the Pro~t Dhieion 1n the purcbaee ot 
critical lll&tariala. 

The ileoretar7 to4&J' 1&14 to Oapt. Oo1l1na , with 
reterenot to the abo.e .. .o, 1fht Prte14ent ea14 
11t t1ght and we will do tbat. I aakt! the Pree-
14ent a epeo1t1o queet10D and ht ea14 no. • 

187 
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!!p!!mDl!! 

ro. Secretaq llorsentbau ce 
FRal' llr. Oaatm 

SIJII.JECT• u-1 .... cbaDt. ab:!pe, 

rbe ••t.Uw wu ):recipit.at.ed bT a cable requeat. .trca Balllt.t. 

at.at.111c tllat. tbe llanl Attache bad beeD uloid bT tlla ~ 111n1ftr7 
of l!ar1ne wbetber we ....U<I perBit Yeuela ar.<l tor clet...,1.,. pupoe .. 

oolJ' to tmt.ar ao<1 clear our porta u urcbant. .,...,ala. 1he queet.ioo 

ot ~ t.o thia ••ease bad beeD put. up t.o ua ;,eet.an~q. klieriQc 

tb&t ~ we ocwwm1cate<l t.o tbe lnl>ch ailbt jllet. as ...U be 

8Dn011Jl0e<l publicJ;r 1 C&ima bad. prepared a propoae<l pl'tlaa ralaue tor 

tbe Secretaq of St.at.a onnonnc1nc the poll"J' of ..Jdns a <lbt.ioct.ico 

be- the yaeaeJ.a arae<1 tor ~ <let...,ift porpoeaa &Dd thou arae<1 

tor ottenain purpoeea1 wb1.ch .,.. to be treate<l as ftaeela ot nr. 

Tho propoae<l praaa relaue 1Dollaie<l the •t.arial. Which w bed uae<l 1n 

a cont1dont1al. letter t.o Coll.ect.ora aDd Dlatrict C mere ot the 

Coaet. 01aar<1 in8t.ruct1ns U.. how to <11at.11lcu1ah be- clet ..... i,..q 

arae<l aDd ott..,.1~ arae<1 Yeaeala. Tbeae coutid.ent.1al. lett.al'tl ,.,.. 

Mile<l mt t.o Cue'- - Cout 0uar<1 rapre~~ent.at.iY&a on Suodq1 ~r 

3r<l. !he ten of the letter 1 *ich ,.. <lr&tt.ad l>T llaat.iJictoD C&1ma 

and • 1 had beeD apoee<l 'QI)CI1 b7 repruont.atifto ot St.at.a1 Ja'f7 &Dd 

Juatico tolloa1nc a ••t.1ns 1n 11r. Hackworth' o office the proce<l1ns 

week. 

llthoulh we bad. prepare<l thia propcee<l praae rel- - a t.ate<l 

oar holiet tllat it a1cbt be -ue to - &llJth1nl poabUo Cll the 

aett.ar at thia t.a. jut u ~ wu about. to _.,_ o1noo ~ 

&Ill ot.hora J11cbt Rise 'QI)CI1 the _ _.. to .,.... .,. at.tack 1lbiall 

'I'OUl4 Pl'tl.to41oe the ts.cllt tor accl1t1cot.10D ot the Oli>arCO ~· 

'l'be oth ... IICI'tle<l to thia aDd 1'1na].q, ett.ar ·- .,,_, .,....c to 

our prGp>Nl t.o 1ntora Ballltt. ~ Ml'tll;r tbet the *ole Ollbject. 

._. Wider cooa1<1 ... t1on aDd that he woalAI be a4'l'1.ct leter, 
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!be sub c It tee MetiJlC 1D tbe State Depart.nt c1ur1Dg the 

nek of Auguat 28th at wbl.cb tho 1natruct1ooa to the Colleotore and 

Coast Quard o!tiure were agreed \11)011 wu preceded by a larcer .,.,.._ 

Jlittee -tint 1D Secret&rJ Ball1a offiee, at which Ceinuo aDd I 

were present. We ulced at tbet ••tint for tbio a~ttee 

aeuion end we inoated llJIOil State !Jeputaent repreaentation aiDu 

there were important queaUona of international law iaYolftd. How­

ever, I dCD1t ~Une tllat the State Depart.ont bad up 1mt11 toc!q 

re&lJ;f focused on the 'l"utioD and I doo>bt tllat tbeJ heft dacuaed 

all its illplicatiooa with tbe Pruident. A atter of 1'81'7 h1dJ 
policy i o iaYolTed. hnoitting &rllled merchant naoala to enter llld 

clear our porta u Ml'Cb&nt sbipe a;r quite llkelT ~ 11iud 11p011 

:.89 

by the GemaDa u gi'Oin& thea llo11>1e !or UDreatrieted ~ 

warfare, the t ia, the aillldng of •rchant nasela witbDut Cirt.Dc 
warning. Tbe policy of permit tine Britiob ships to ara wu adopted 

1n 1916 after 'UIU'estrioted eubmarine warfare bad ~en put into etfeot 

ond after the Britab bed rejected our new that all &l'Md noaalo 

were to be treated as naaw of war. Oenerally 1n 1ntarneUCD&l lD 

&1'0' amed vessel ia regarded u a nosel or war. Tile Preoident, - ­

ever, baa uDder our l.a tbe dac1'11n1n1Uon to penoit arooed •esaell 

to enter and clear as aard>IDt Yeaaalo. 'l'bolre a a pro1'UioD of the 

lleutroliQ' Act wbicb gina the Pruident poorer to forbid the entzoanc. 

of emod nooela, bnt their ent17 1e DOt forbidden by law. Darin& 
the lost World War eeYenl nationa, notab).:" the Netherlands, adhered 

reaolutel:" to tbe policy ot treating alll.l'IDIId ftaeell &I ships of 

...... 
As I noted llbcrfe the policy o! Jll&lc1n& a diatinction between 

GffenaiYelT and de!..,.iYelT araed naoell 1a ll.read7 1n affect, al­

though we ba~ not pu~ <cl;r CUlO\IDCed it. I uaua that the Pruident 

wishes this policy to be eootinu.cl and there 11 eYidelloa o! tb1a 1D 

h1a reaction to the NorNI\die cue. I think it oucht to be oontinuecl, 

but that all tbe point& involnd ought to ~ put ~tore tba Pruident 

aa it 1e a catter on tdlieb be alone abould - t1.n.ol deciaioD. We 

atreued tbia rtaw atroncl;r to the Stat& Departaent people. 
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TOt Seeret&r)' llor~:ctbn 
f!Wil t 11:r. Guton 

' I attended a aetin& at eleY., • •• • t.o<1a7 ill the otl'ico 
of Judee Raclcwortb at t.he State Depart.oent. Thoce proeont wore 

Judj;o llaelcwortb, CAptain lloore of the r:avy, llr. Hunt. ot tho State 

De art.mt, !bit~ Ca1rna and IQ'ao1t. Jqe Tomsend ot 
JuaUce •- in later. 

The reeti.ng wa precipitated b)' a cable req~~est !'rca lJullitt 

stating thot the Naval Attache had been ulced b)' t.be rr.tncb lliDJ.atr)' 

of ' ar1De wbet.'>er we wcolcl percit veoaela ...,.cl tor del'ensivo purpcl.'OO 

Oftly to enter and clear our porta u aorchent n .. w. The question 

ot repl.J- to thla r:eeu,. .. had been : ut up to ua yoaterclq. Balierlnc 

tho t aeythlnc we co:::10Wiica t.ec1 to the FNtncb 101£)\t just as weU be 
onnc.uncecl rubllcq. Cairna had prept.rocl • pre poe eel press "'leue tor 
tho Sec:ret&r)' ot State onro4vncinll the policy ot ulc1ng a cliot.illction 

between the Y&aeele ar:ecl tor ~ cletmaive JlW'PC'!es and thoao " """" 

tor ottensive pur;IOS4IB, whlcb ant to be treated u Yt!ssela or war. 

The prcpceecl prua r oleaoe incluclecl t he ::-.atcrial which we hac! usee! in 

a contidential let ter to Collectors and Dist rict Coman.ders or t.he 

Cout Ouarcl inal.rw:t.illc thea bow to d1atili£Ulsh between cle!eneiveq 

.,_ and atr-i.,.q o.rooec1 vessel&. These conticlential lcttars wore 

ailed a~t to CU~ llld Coast Quare! represoni.&Uvea en Svnda;:r, Se~r 

)rei. The text. or the lot.ter, which ... clratiAd by !!llnt1nctoo C&1nll 

and ,., had ~ a~ Uj)OC1 1:17 repreaentativos of Stat.o, Navy and 

Juot.ice !ollowin£ a ,..tint 1n llr. Raclcworth 1s otrice tho pt·ecedinll 

wwk. 

Altbell£b we heel prepared tb1a r roposecl press rel- we stated 

our belief thot i t qbt be ..Ue to make~ public <11 the 

uttar at this t l.m Jwtt eo Ccmgreu wu about to connne aillce 1!7e 

ancl others a1cht eeiae 1IPOII t.ha cu>OVn-t to oalce an attack wh.icb 

'lll>old prejudice the ticbt for r:oocl1!1cetioo or the oo:b&TCO prcviaiona. 

The otb.,.. acreec1 to tbia and t1nalq, after socoa arp-:<llt, ~ to 

our propoeal t.o 1ntora Blll.Utt too>1c)l~ ~ that the 111lola aubjoct 

wu under conaideratiou and that he would be aclviaad la~er, 

• 

r 
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ftoo 110111 !\tee ..U.. 1a \be State D ; u 1 t ~ tM 

-- ~ ..... , 28tll- wlll4l tM -~ \a tM c.u.n-. -
eo-t o.r<l otn.-w- acr-4 .... - pt'lllll~ •• ,.. .... -

lllit.ee -\laic 1a s.niu7 8all1e otfioe, at wld.eh Ca1fte ud I 

wre preHQio .. aaloo4 a i thai •&\laic ttlr t.h1a nil ! it. 

1 _,_ ed - iaa1aW ..... State ...,.._, l&j4 II teU. •"­

\ben_.. aportaai ~- ot in-U-.1 la w.al,... ~ 
;:,!/ dcm'i belaft \bai Ullt State llepu'- W wp aUl "**J 

tocued oa tba q•at.JeD- I doubt \bai tb4Q' !law dia""rr1d 
aU lt.e ,...,, • .,_ wlUa ta.. ~ .t. at.ior ot TT1'7 ~ 

pol.S.q 1T Wftl ..... PTI'aliUiic aad aTI'' i \'II lib io -- ed 

alTar- perle .. -..h8Di •1111- _, qlllte llloalJ ... ea1M4 .... 

b7 ihT GTI'alle aa cl'rl.Dc u- u.o-• t• -t.rtotM ..-ru. 
wdW90 Uali leo the T1Jikiac ot -~ YlllllT wl~t cl'rl.Dc 
.....WC• !be pel1q ot peNlt.Uiic ..-tUA •1111- to ... - awdo'n.-.plleolod 

1a 1916 attor ...... t.rtow ..._.._ 'IIVtare had - p~~t iato etten 

ad &tier \be lll"'.t.lab bad reJ•ted - YUw that. all &ned YUille 

.... to be treated •• .......,. ot -· Oeerall7 1a lat.er.ileaal la 

.., UMd •aual 1a " ' arcled aa a Yenal ot ..... fliT PNT~, -

........ llaT 1IJider 0411' la' Uae diaCl'ia1aat.1aD to puwl.i a-d ft&Tala 

to oairr &114 clMir aa IUI'Chollli ,...,.lT, !berT 1T a p......Ulcm ot \be 

Jllodnllt;r Act 1lb1Tb , t .... Ullt l'reetdai ~ te terbld \be -­

ot ano&d •MMlT, bioi Uae1r Tlli&7 11 n>t. toltWida llir la. llui.oc 
\be laat. ...... ld ; U' ....-.ral DTUofta1 DO\abl,r ille "-oibll'lTDde1 • ad 

~ to ibl pel1q ot t.re&\lalc all UMd ftHTl.a .., llhlpe et 

-.r. 
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Franc Up 5~ Points 
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~•p~oaber 20, 19}9 

• .C ,uc;. r Jo• THt C:l:.W.l :O:;l OI:I.R _,., cu:TOII:l~ 
/RJ~I ~ .J . snamhar\, o . L. C. frat t, ~.B . Z~rub\n~•r. 

R•• GoU\ hoae\ f !\ro_l_P1atr1o1 

von ~he baela of ( 1) en 1nYUt1p,lt1on a Mo t'l-Oa ">epto.>l..or 
12 ~o 1~, 19}9, an4 (2) ~· report of tho Ba lllnaor ; o2mltt•• 
daU I JULJ 2:!, 151}9 , en4 (}) ohenp;otS ••"!'All~ oont1H1ona: allll 
r1~h tul1 oone14erat1on of tho na• faotora proaon~o4 by ncu~ral­
Hl onfol'oo::ont, 1t 1a reoo:aaon4e4 t.h•t• 

• 1. rna ~?utboeat <atro1 Dlatrlot be abollohed t or t h e t ollowtne 
rcaa~n•t 

(• ) - ";.:H oe by a~ll boat a bet.11eon 1-~rta of entry, to ccn.­
te~ eftlgh a ~atrol !or2e ••• orl~lnall1 eatabl 1ahe4 ln 
woat 4la~r1ot , la now ~reo~loall1 non-ox1atan~ ~herwln . 

(b) ~·••d on r eaulta a~002Pl1abe4 l n t~ e naroo~lo aaug£11ng 
~rlvo, &a1nt•nanoo of tho or~..nlae~lon la no~ ooae~tlal 
tor narootlo a:u~lln~ ~reYantlon ln tbet 4 latr1ot. 

(o) r2 r ~ore than ~·o 1••ra ~he pr1nol pal tuno~lona perr~r=•d 
bJ ~·~rol Offl oera ln t.hot d1atr\Ot haYO boon guerdlng end 
aaarohlng oom•on a..n'ler Totaela At ;>or te of on~ry , whlch 
are Oolleotora' r oaponelblllt.lu an! funcuona. 

2 , Tno por aoMel or t b a :>ou~b .. at l'•trol 'l atrlot. ba ~renaferred 
~0 o~hor 01'6&nl .. tlona 1n ~e ~uotoaa - orvloe ror ~he fol 1ow­
l n5 reuona 1 

!a ) 

(b) 

¥oa~ oolleo~lon d \atr1ota are ln u~·cn ~ neo4 ~r a14ltlons1 
cua\oa a cuarda, part\oularly alnoo ~· noutral1~1 pr~cla­
=a~lona, an~ ad41~1onal patrol of f l oera are urgen~lJ 
noede4 on \he ~exloan border. 

Qrea\or eftlolonor •1 11 reaul t. lf offt cera pertor.:l~ 
&u t.r41no 11114 eearoftlng tunot.lone are under ~he con~o1 
or .:olleo-.o:ra. 

) . Peraonnel ol t he t ou\heaa\ . at rol ~~a~rlo~ no~ ba uaed aa a 
l and ~·~rol ovora\lng 1n oonJunotlon •1th the ~oaa~ ~u~rd aoa 
pa~rol, aa they oan be =ore er r .. ~ aa \n 
parii(Sras;h 2. 

(Jtr~~ 
~oiZiaaioner of cua\o•a 
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roR THE I!SCRE'tAHX' a l'n.&a: 

!he Seoretar;r today eaw B. v. laltenborn. 

Mr. Kaltenborn opened the oon•ereation by aaking about the 

Tripartite Agreeaent . !he Seoretar;r replied that be bad 

told newepapermen that the Agreeaent etill exieted and that 

the maohiner;r tor exobange ot information between the 

treaeuriea oontinued to tunotion. !he Seoretar;r added that 

he had eaid, ott the record, that the Tripartite Agreement 

could be coneidered non-exiatent it a pereon wanted to be · 

teohnloal, but that t he Treaeur;r was intereated in putting 

the beat taoe poeaible on the eituation and not doing any­

thing which would inJure t he financial etability ot Great 

Britain and France. Mr. laltenborn next aeked about 

regulation ot ehort-tera credi te to belligerents. The 

Secretary told him that a preee release on t bia subJect 

would be torthcoaing ahortly. Mr . laltenborn asked whether 

any definition ot ahort-tera credit had been worked out and 

Hr. Outfield, at the Secretary'• request, replied that auoh 

a definition would be arri?ed at only t hrough an accumula­

tion ot rul1nga on apeoit1c inqu1riea. Mr . Ialtenborn next 

asked about the Go•ernaent bond aarket, aaying that ha 

had been told by an unnaaed Senator that a 10 per cent 

decline in t he Go•ernaent bond aarket would bring about 

aoc1alia in Aaerioa. 'ftle Secretar;r replied that the 
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aonrnment bond aarltet wa1 perfol'lling nll and wa1 oaul1ns 

hi= no WOrT"f. Be o1hd f.\8Ul'el troa a .. ..,randwa llhow1ns 

that t he depreciation 1n 0o•ernaent bond1~aaount1ng to 

$15,000,ooo,ooo)m1oh nre held by ineured banlta ha4 uounted 

to only $600,000,000 e1noe June 30. !he leoret&rJ ellJ)la1ned 

that in a year and a halt the 'l'rea1ury hal been ahead on 1 te 

refunUng and hal held large oaah balanoe1 eo that 1t oould 

run comfortably tor aix aonth1 without any t1nano1ng it 

a or1eie 1hould de•elop. He aaid the 'l'rea1ury vae nov 

reaping the benet1tl of thU prepare<1ne11. Be al1o pointed 

out that the 'l'reaaury hae had ite e11ergeno7 1tatt lined up 

o1nce the ll144l.e ot April 19~9, eo that it vaa able to oall 

theee people in with a a1n1aua not1oe. 'l'he leoretar7 ea14 

that t he 'l'reaeury ha4 been eet up on the aleumpt1on that the 

war would be long-drawn out. It th11 aee~t1on pro•ed in­

correct, the oo1t to the country would be ••rr esall, where­

as 1t the 'l'reaeury were to be caught unprepared, the "oo1t 

to t he oountry 1113ht be treaendoue . llr. X.ltenborn obeei'TH 

that he found aore people in Va1h1ngton t han 1n ••• York 

who 1eemed to contemplate Aller1oan part1o1pat1on. 

'l'he leoret&rJ repl1ed that of oour1e he hoped and pr&Jed 

that Aller1oa would et11 out . '!'he leoret&rJ aleo ea1d 

that he wanted t o lea•• one additional thought v1th 

Mr. ltal tenborn . 'l'he 'l'reaaury • 1 tun4allental rule of aoUon 

will be to do al little a 1 poae1ble to re1tr1ot the treedoa 

ot 1ndh1duall durlns tb11 eaergenoy. It 1e ea1y, thl 
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teo,..tal"1 ~e4, to reaoh out 1A a per1o4 l ike th1a aD4 

10 1apo" thle raguld1on aD4 that reatr1ot1on. !he ~UIU'J', 

Lowo •er, will do aa l1ttle of th1e ae 1a poaa1ble beoauae of 

l he t unduental oonY1ot1on that the aa1ntenanoa of free 

urkate and all t hat goee wUh treedoa of aot1on wae of the 

r~eateot 1aportanoe now that Borth Aaer1oa wee praot1oall7 

the only reu1n1ng 1el aD4 of treedoa 1n t he world, 

~r. (&].Unborn aalted 1f the !re&alll'J' were v1ll1ng t o run tha 

r1oh ot I'W\IwaJ aarltata and auCib d.1eturbanou Whloh are 1n­

~ohed 1n th1a pol107. !he 8eoratar7 replied that the !re&IIU'J' 

thought t he pol107 waa worth the r1alta . 

ESD 
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Septe~r 20, 19~9 

2:35 p • •• 

Prooent: 

llr. Derent Friele I ot the American Oottee Cor­
porat ion , which 1e the Atlantic and Paoit1o 
Tea Oo. eubeidiary ha.ndling the buying ot 
oottee in Brazil. 

Mr. Walter Stewart 
Mr. Earle Bailie 
Dr. White 
Mr. Cochran 
lira. llotz 

lUol Jr: How muoh bua1neu do you do in coffee 
trom Brain? 

Mr. Fr1ele: The present prioe ot oottee, as you 
know, ia very low and it's hurting Brazil quite a bit. 
le buy from fl6 , 000,000 t o ~18,000,000 wort h ot oottee 
trom Brazil. 

IIII,Jr: Wht\t Mr. l'r1ele told me before you gentle­
men oaoe in waa t his. He aaya t here is no reason why 
Brazil anould auddenly be better ott, but eyer;y reason 
why ahe ahould be worse ott. 

Kr. Fr1ele: Exaotl;y. 

HK,Jr : Do you want to explain whyt 

kr· rr1ele: Brazil1 e trade witn Germsny is quite 
considerabl e, principallY 1n cotton, but alao in cottee. 
Germany haa always been a large oonauaer ot coffee, not 
as l arge aa Germany was before t he war. I would say 
Germany may take 1~ ot Brazil' a oottee orop and one­
tn1r4 ot Brat111 a cotton orop and Germany ia also taking 
ooooa and some Tegetable oila. So trade with Germany 
haa been oonaiderable. 

In return , Brazil baa taken trom Germany Moh1nery, 
ra1la, ooal and equipment generally, eome war euppliea, 
moat of wn1oh Brazil baa 'been buying at, I would a&Y, 
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lower pr1oee than Bra~11 could buy eia1lar produote 
in the United States. 

But, nevertheless, this trade which Brazil hae 
enJoyed with Germany, frankly epeaking, hAe been prof­
itable to Brazil. There has been orit i oiem here or 
Brazil ' I trade with Germany. Rightly eo, beoauee we 
should with the favorable balance or trade we ha'f8 
with Brazil -- or unfavorable balance t or t he United 
Statu, Brazil ehould buy more from ue, but we cannot 
buy ner cotton and we can' t buy all of the coffee, so 
whatever Brazil oan dispose of in Germany, looking eO 
1t a8 a Braz.1lian, has been good bueineu. 

Now t hat business is ott. Brazil will not know 
where to place the cott on. She will han to place it, 
I aeeune, 1n England and some in France, but very little . 
Japan ie a big consumer or cotton, but Ge rlllllny has been 
the bi ggeet . Now wi t h that t r ade, ae I aaeume the 
British blockade will eliminate that trade tor the time 
being, Bra~il will have to pl ace ordere , not in Great 
Britain , not in France, because those oountriee will 
need everything they can produce, but Brazil wil l have 
to place orders in t he United States . She will have 
to buy more of our equipment, more or our rails and the 
things that Braz.1l used to buy in Germany. And Braz.1l 
will have to pay h igher prices, not only beoaue commod­
ity prices have gone up and coat of production has gone 
_up , bUt our price level i8 higher than t he price ln~l 
in Gerl>&ny and in Europe generally. So t hat Brat1l s 
balance or trade will, in r1llf opinion. beooce lell favor­
aole unleaa the value of coffee, whi~t il her principal 
export, goes up. or course Bra zil •. • • • 

Hl( Jr1 lla.y I interrupt you. llhat percentage of 
tOt&l ~e exports in dollars do you buy? 

Wr. Fr1ele: From Bra~il! 

Hll,Jr: JCee. 

lCou ID8&n t he company? 

Wr. Fr1eJ.el About 20 percent. 

!!.t· O~Qhrao: 2~ of t he Brazilian? 

llJ:. r~.:uh: I have to oorreot r1111eelf . A little 
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over 1~ of her total exPorta and 2~ of what we ia­
port 1n thie country. 

HII.Jr: But dollars' worth ot ootree that aha 
eella, what percentage do you buy? 

llr. Friele: What abe aelle to the United Statea 
Whit ihe eella to the world, a little OYer 1~.' 

HII,Jr: Ot ootteet 

llr. Friele: Yea. 

Now, the oottee market has not moved up with other 
commodities, although there baa been a alight bulge which 
ia mainly due to shortage ot auppl1ea in t his country , 
which ia a te~orary ahortage and alao due to neutral 
oountriee buying in anticipation ot the blookade beoo~ 
1ng more severe. But the prioee on Brazilian cottee 
have hardly moved up more than 3~ or 4~ ainoe war broke 
out and it ia the general opinion -- it waa the general 
opinion when I lett Brazil t he 2la t of Auguat, that a 
war would be detri mental to coffee prioea, because coffee 
1a not a war neceaai ty and Germany hae made up her mind 
to get along Without coffee. The Brit1ah never d1d 
drinlt much ooftee and the French drank aome, but whateYSr 
they -- I would aay , 4~ ot France's importe of oot fee 
today oo111e a from French colonies. So a war, ao tar aa 
coffee pricea are ooncerned, cannot be helptul. And 

coffee ia etill 4~ of Brazil ' a exPQrta. 

The next commodity in importance 1a cotton, but 
one-third ot the cotton crop haa been eXPorted to Germany 
and maybe 201> haa been exPOrted to Japan and the balance 
to England and France and neutral oountriee. Where 
Brazil will place her cotton now -- that ia, what Germany 
cannot buy-- I could not anawer, beoauae I Just don't 
know where aha oan find a market. I aeaume ehe will 1n 
England mainly and that ' a the only country that will PtJ:I 
1n gold or any good ourrenoy. What aha aella to Ja,pan 

haa t o be co•panaated too. 

llr. Ba111e: 'l'bey han had a anerely compeU t1 ve 

price. 

Kr· Fr1tlt: Yta. Of courae, Brazil llae been 
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underselling ua right along, a a tar aa cotton 1a con­
cerned. 

Well, the net is Brazil should buy •ore. She 
1a anxioua now •ore than ever to take advantage or 
whatever taoil1tiea we can otter. or oourae, she 
•ill have to buy aore and what ahe buys in thia country 
aha will have to pay for in dollare. It ia true that 
her balance of payaenta with t he United Statea have been 
very favorable. In other word a, Bru1l baa alwaya bad 
a good balance, IU.)'be *50,000,000 to $60,000 ,000 bere 
with t he United Statee, but that will be quickly ab­
sorbed once Brazil places her crdera tor machinery, in 
rails and all other needs, in t his country. 

And I do know that 1n t he last few weeks, and this 
ot courae ia confidential information that we ge t rroa 
the oanks from t1ae to t 1me and you, no doubt, can get 
the aame information 1! you call any or your ooaaero1al 
banka 1n New ~orlt and aak how th.e balancaa or the Bank 
or Brazil are getting along or what the trend 1e of the 
balancea or the Bank, and I am aura moat or t he111 will 
say that the balanaoea are dwindl ing and falling rather 
rapidly. 
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Under the Brazilian agreement with the Uni t ed Statee, 
the Banlt or Brazil baa to turnhh pro%))t exchange tor any 
cercnandiee exPorted tro:a tne United Stat es and they are 
l1v1.ng up to that agreement rel1gioualy, because ther do 
not want another freezing condition and, therefore, tne 
Bank or Brazil baa been, to Ill)' knowledge. very liberal 
1n giving out exchange for importa from the United Statea. 
Aa far as remittance of interest and d1videnda tor Amer­
ican oompar iea 1n Brazil, they are still tar behind, but 
I understand that th1e doea not enter into the agreement. 
Tho agreement only oalle tor proapt payment or laporte. 
So tnere 1a every reaaon t o believe that Brazil will need 
credits in th1a country. 

And there 1e another condition which anould be kept 
i .n mind and that ie that Brazil baa been able to bur, tor 
instance, in Germany and Europa on a long term baa1a, on 
lllUOh longer tertu tnan Brax1l haa been able to buy here. 
So that that' a anotner reaaon tor Brazil needing ored1te 
here. 

HK.Jr: You etarted to aay, before theae gentlemen 
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came in, that aometll1ng llaa been llaP!)ening, the laat 
day or two, on t he exonangee. Do you want to go over 
that again? 

~r . Friele: Yea, sir. 

When t he war broke out, and this I did not tell 
you, Ur o Secretary, but I will add tills to~ oommenta, 
the Government declared a hol1day. It Juet bappened tllat 
was on Friday. And Saturday wae aleo decl ared a holiday 
and J.!onday waa Lat>or Day so t hey took advantage ot our 
holiday and declared t hat a holiday. And during those 
!our or five days t hey were able to organite t hemselves 
for wnat ever ehook might oome, and when buelneas -- when 
the banks opened on Tuesday, evidently they had agreed 
with t he Bank ot Brat11 not to compete tor foreign ex­
change and not to pay rates t hat were more favorable than 
rates tlxed by the Bank ot Bratil. They were afraid 
t nat it would be a sudden pani o on foreig n exchange and 
to bold the rate 11here 1t wae, t hey agreed not to ooa­
pete and not to depress tile m1lreis. But yeaterday -­
I should say t•Ue corning, because it happened bef ore I 
lett , ~ • • , 

HU.Jr: Did you fly down? 

llr. FriMe: • o o o yea, air •• • •• we got a cable from 
Santa Paula w ob aaid that evidently t he bank had re­
leased - - the Bank of Bru1l 1'-4d released t he other banks 
from t heir promisee not to enter into the e xchange market 
and t he milreia was quoted at a slightly lower prioe t han 
yesterday. 

The reason tor that , in my opini on, is tiret : that 
the Bank real1tea now t hat they cannot hol d t l\18 rat e 
a nd they do not want to create a.nother artit1oial ai tua-
t 1on. They evidently reel i t would be better 1! the 
tlllreie would find ita level ann t hough 1t would be a 
lower level. So t he lllllreia today is weaker than it 
waa yeaterday and a1nce t ne war broke out, and,it the 
banks have reported correctly to us, the balancea which 
t he Bank of Bradl have had 1n New York are t el ling ott 
and one bank, I know, haa been asked to a ooo111111odate the 
Bank ot Brazil. The Bank or Bratil, Ur. Secretary, haa 
a very good reoord and enJoye a very high oredit atandi ng. 
The Bank ot Brazil is, ot oourae, runct1on1ng aa a GoY-
ernment bank. I think the Government ot Brazil haa 'be 
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governing abaraa 1n tbe Bank, but 1t ia operated 
aa a oo ... roial bank, but i t ie re&ll7 the 1aaue 
bank aa there ia no Central Bank in Bra&il 7et 
an4 all exohange tranaaot1ono a.re handled b7 the 
Bank or Bra&il for t ne Treaour7, and from what I 
have heard the Bank of Bra&11 io aeek1ng aoooa.o­
datione, .aybe an overdraft. Aa a rule, the Bank 
or Brazil would be given an overdraft with banke. 
At least , the banke 1n New York have been willing 
in the paat. I don 1 t know whether t he)' would be 
toda)' , but it'e a rather eudden change. It u:t 
not be aa bad ao that. Tne7 ma7 antio1pate tnat 
t hea& balanoeo will diaappear coaplotel)' and it 
hal happe.ned in the paot that the Bank or Bru1l 
naa taken advantage of an overdraft with banko in 
New Xorlr. Juet tor the purpoae or holding their ex­
chAnge rate. 

Dr. Wnite: rny do )'OU believe their bal­
ance• have been decreao1ngt What would make them? 

Nr. Friele: Inoreaaed purohaaea 1n t he 
Uni ted States. For 1netanoe, all theae order• 
that were placed in Germany and cannot be executed 
now have to be placed here now. 

pr. White: Do )'OU think they have to PAl' 
tor them when they make the ordert 

Mr· Friele: Mo, but I 4o think 1aportere 
lilr.e to cover t heir exchange when the7 malr.e it. 

Dr. ~te: You mean, the 110aent tbe)' malta 
the order t8¥ bey foreign exchange an4, aa a eon­
eequenoe ...... 

Mr• Friefe: That'• onl7 a thaor7, but it 
woul4 be natura in view of the raot tha~ Bra&il 
had ordera outetan41ng with German)' which Germany 
cannot till . Brazil neede railroad oar• an4 ra1la; 
the)' need coal; they need maohiner7 ot all lr.inde. 

Mr• Re111t: I wonder 1t )'OU hne any knowl­
edge ot what ree.ourcee t he Bank ot Brazil hae in 
other marlr.ate beaidea th11· 

Wr. Friele: Very little , Mr. Bailie. 
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Mr. Bailie: They are doing all their 
buainete abroad, yet they have no other balanoe1T 

~~ . Friele: The Exohange Direotor, whom 
I know very well and whom I aaw in Rio before I 
sailed, and this wae on the 2lat of Auguet, told 
me that ne would not buy Sterling; that he would 
not keep Sterling balancet and he eaid it t here 
should be war Sterling would undoubtedly oollapoe 
and he waen' t going to be trapped with Sterling 
and I believe, I believe that they converted their 
Sterling balances where they had a rate. I have 
no knowledge ot tnat. 

HK.Jr: I want to ewitoh a moment. These 
people may want to continue this part icular tech­
nical dhcuaaion after I get through with you. 

The one point, we have got th1e immediate 
situation which '"' don't understand and you han 
enlightened me a lot and certainly our hunob that 
there wae no reason tor Brazil to be eudden1y bet ­
ter ott ie oorreot. 

Dr· Wb1te: I am not eure. 

Pleaae1 
HK.Jr: All right, Harry. Juot hold it. 
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Now, what I want to aak you is tnia: there 
1e the hour--to-hour t hing, which we nan been talk­
ing about here. Theae gentlemen, it yo~ don't mind, 
may want to talk to you turther about thet -- t b1a 
particular rate bua1neu. 

And the other thing I wanted to aelt you waa 
t h1e: what can t he United Statea Government do, 
to your way of th1nlt1ng, to help Brazil, to get 
her on a eound tinanoial baeiaf I aa th1nlt1ng 
ot the long term bae1t. Thia th1re haa changed 
i n view of t he world war. llhat can we do here 
to be moot helpful to Brazil to put her on a oound 
finan cial tooting? 

Wr· Friele: I don't think I have anowered 
t~ firot queot1on oonpl etely ae yet, and that ie 
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thial that , I did mention to ;you that pouibl;r 
the Brazilian Gavernment did not want to increase 
its indebtedness in the United Statee and I wae 
told the;y would not like to borrow too much mone;y 
abroad. I should add Just this comment, and I 
want ;you gentlemen to feel that I am ver;y sympa­
thetic t o Brazil and whateYar I do with it and what­
ever I aay is not only with the s i ncere 1ntention 
of belng helpful to you, bu t also t o be helpful to 
Brazil , 1f I can. I want to be helpful to her i! 
I can. ~nen I make t his stat ement I am doing it 
just so you wlll understand what goes through my 
mind and it's this: that Brazil hae gone rather 
Nationalistic. Personally I do think the war i a 
going to change Brazil1 a attitude, in a good many 
respeota, Not that Brazil is not friendly towards 
t he United States; to t he contrary . The people 
cert ainly are and t he President ie and t he Minister 
of Foreign Affairs and, I think too, t he SecretarY 
of t ne Trea aur;r. The Foreign &lnlater is friendly, 
very much eo, towards the United States , but there 
is a group within the Government that ia extremel;r 
NaU onallstic and reels that Brazil s nould get along 
with i t e own resources and i t a own facilities, let's 
say, and should not ask tor favors. There could 
be lots of false pride connected with it, but thia 
Nationalistic feeling may have some bearing on 
Brazil ' a attitude at the moment, although l do think 
it will change. 

HW ,Jr: But they are aaking someth ing of us 
right now. 

Nr• Friele: Th~y are? 

The second queation, i f you will please r e­
peat lt to me. 

HW ,Jx:: l'hat I want to aelt you ia this. I 
menn after all I take it a prosperous Brazil ia 
to y~ur cotapany's intereet aa much as i t would be 
to t he interest of good rel a tiona between the 
countries. we don ' t want to see Brazil collapse. 

~. Frlele: We certainly do not want to 

see t hat. 
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f'li!f most he p t 
in the way ot 

What can we do here which would be 
At thie time what doea Bragil need 

money? 

Wr. Fr!ele: Br~il needa long term credit 
particularly on equipment and particularly on the' 
type ot meronandiee that Brazil hae been in the 
llabi t ot bu,ylng in Europe. 'fhenever we have loet 
bustneas to Europa the anawer has generally been 
' Well, your price is a little l~gh, but we would' 
not

1
have minded paying the price, but we cannot pay, 

let s say, in a month or t wo or three. We have to 
pay in six months. We have to pay i n a year. We 
have to pay in two years. • 

HK.Jr: I want to ~at down more speoitioially. 
Xou have you ha•e Just come baolt. Great friend of 
Wr . Aranha. Up to now, between tue two countries, 
there has been all t his ahadow boxing. Wr. Aranha 
cones up here, spends three or tour weeka, goea back 
and the only t hing out of thAt is t!le foreign ex­
cnange agreement, whi ch was good !or us because it 
unfroze foreign exchange. But, in view of this 
t hlng , tnera 18 nobody here from Brazil right now 
asking tor anything otner than thls particular gold 
loan. But looking ahead, what would you de in t he 
next couple of aonths so it would be helptul to 
Brazil and helpful to our own business peoplef 

~· Frlele: In addition to a loan wnioh would 
enable ~azil to stabilize her currency, because 
wi tllout stable our renoy I don 1 t think Brazil ever 
oan get out of her eoonomio problems, I tl\l.nk the 
Export-Import Bank can be most helpful by extending 
long term oredlt agalnat export of equipment and of 
rails and merchandise that oan be and sl>ould be paid 
tor over a period ot ti•• Aa1de ! r om that, we can 
be helpful by bu,ying in Brazil raw lll&teriale that do 
not compete with the raw materials that we produce. 
Now, naturally, ootree il a non-oom9etitiYe item 
and while Brazil does not want t o enter into any 
new valorization s cheme -- they would rat her burn 
t heir !ingera than do that -- we can help keep a 
steady t low of oot fee coming out of Brazil and we 
are , l think, buying ooneiderable ooooa and paying 
good prioll tor cocoa at the aoment. 
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llll,Jr: Do you buy cocoat 

Jlr. Frl,;le: No; our coaJ)an)' don not buy 
mch cocoa.ull itea with ua . 
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I know t hat the Secretary of Agriculture 
had a repreeentatiTe in Brazil --I can't reaember 
hie name -- but he made a very compreheneive atudy 
ot non-competltiTe raw materials t hat Brazil ie 
producing and that we can buy and uae in thia country 
at great advantage and that will increase Brazil1 a 
exports and in that way would help a lot. In other 
words, by buying more ln Brazil and tacilltatlng the 
1mporta of any raw uterial that we can uae now or 
later or that we could create a demand tor b7 giving 
Brazil reasonable long term credit on t he type of 
: erchandlee tnat Brazil uaed to buy ln Europe and 
Brazil hae been ueed to paying tor on long term 
baa18, I think the Export-Import Bank could be very 
helpfUl. Of oourae, I do not know t o what extent 
t he Export-I1111)ort Bank la able to enter into any 
aueh tranaact1ono at the present tlme, but the 
cap1 tal of the bank ahould be increased and spec1t-
1cally tor the purpose of facilitating trade with 
Latin America. 

I think t hat's quite general a l l over Latin 
America. Xou wlll !lnd that our exporta will i n­
creaae aa a result of the war , but there ie one 
condition 1n Brazil Whloh ie alway a an uncertain 
factor and that ie what t he Government of Brazil 
buys abroad, All kiDde of eat1utea aa to how 
.uch the Government le spending on war auppliea 
and on airplanee. Recently placed an order with 
England tor destroyers. Of course, that might be 
cancelled now and it would be a leeeon tor Brazil, 
if they were cancelled, beoauae they probably don t 
need thoee deatroyere ?try badlY· They do need 
airplanea in Brazil and we can supply thea with 
airplanes and they need a atrong a.1r !orca beoauee 
it's tba only way t o police that oountr7. For 
tha1r oroteotion and cure, a strong a1r force would 
be of great help. 

And uaually when the balance of pa7Mnte 1e 
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out of bal&noe 1t 11 due to thle unknown quantitr 
ot ~overnment oomm1t mente abroad. All ot a eudden 
the Bank ot Brazil ie asked b7 t he War Ottioe to 
come out with one or two or three million dollara 
for the payment ot certain supplies needed b7 the 
War Depe>rtment and t hle obviously 11181tea it veey 
difficult f or t he Bank to operate its exchange on 
that bade. 

Now the other eerioue oonditlon in Brazil 
ia with the banking atruo ture. While ooameroial 
banks in Brazil are aound and there ie no danger 
ot any bank t ail ing, intereat rates are terriblr 
high and the ooat ot ~vernment finanolng, tor 
i nstance, is outrageous. I think the Brazilian 
~overnment pays at leaat 6 or ?~ for ail ita money , 
~nd everyone alee baa to pay in proportion to what 
the ~overnment pays, eo ooaaero1al credit io 8 or ~ 
and it 1 a an almost eoonoll1o nate. It ehould ba 
poaaible tor a oount17 111te Bra~:11 -- it' a new and 
underdeveloped -- 1t ehould be possible to have a 
banking system which would enable induatriee to 
borrow money on a reasonable baaia and, furthermore, 
it would tave t he ~overnment an enormous amount of 
money. 

Hli.Jr: 
later , wanted. 

That' e what Air. -- the rorelgn llln­
Part ot his plan. 

cause 
rates 

Wr. Fr1tle: Yea; exactly. 

Hli
1
Jr: He hoped to~evel interest rates be­

as soon as you get o~t ot Rio the interest 
are terrible. 

Yr· f riele: That's r ight. But otherwiae 
Brazil i a a country that 11 bound to develop and 
bound to increaee ita wealth over a period of rears. 
I t hink any help that we can give Brazil today will 
be rewarded manif old in reare to come. Certainly 
there i e tremendous rooa f or eXPansion 1n Brazil 
and while they may be p1nohed t oday , in 10 or 20 
years from today they ahould be 1n Just ae strong 
a poeition as any other oountry. 

Hli.Jr: If you have time, I would lilta to 
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you to tallt further to the .. gentle!Din. 

!r· St e war;: We might have a little talk. 

KK.Jr: I think if you and White would talk 
t o him eome more. And I 11&)' want you (llr. Friele) 
t o come down again. 

llr. P'riele: I would be glad to. 

I want you to feel that i f I oan be of any 
helP i n getting you t he Brazilian point of vin 
I can get it. They never bide anytb1ng troa .e 
and apeaki~ t heir language a nd baying lind with 
t hea ao long, knowing we .ean well, we want to h elP 
Bra&il all we can, they will alwaye ba yery frank 

with Ul • 

HK .Jr: Thank you. Fine! 

(All left t h e Secretary ' a offi ce except llr. 

~ailie and lira. 1lotz.) 

KK Jr: I had him here because tallt1ng with 
Walter 9t~wart, Walter being of a auapioioua nature, 
he think& t he whole bUainUI it phony. Walter 
Stewart eaya 11 don't bel i eve that conditione are 
auch 1n Bra£1l t hat they ah ould ha'ft what t hey a&Y 
the y have. • So I eaid, •well, I will und out 
f or you by aencUng for the fell ow who ia the bl.ggtet 
coffee bU)'er.• Stewart aaid , ' f b1a dote not ring 
true. • Thle fell OW rang true to II! tod&Y • I aa 
i•pre a aed bJ what be aa1d. Stewart t hink! aaybe 
the money they get to put up 11ere ooaea fro• Ge~ • 

oOo-oOO 
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THE UNDER SECRETARY Or THE TREA8URY 

J:\'tr oo ottea I .. oti'Wlk with tho laoliDatloa to oot 4ow oa 

paper , tor wh&tner th17 aq bo worth t o ;rou, cortai o Yiewe 1a recard 

to tho aatloDal oltuatloa ..tlioh, uatort\lDahl7, duo t o tho prouuro of 

the problcu oow upoa ,.. J 4o 110t ba.,. tho opportua1t7 to 41oou1 with 

7ou at loacth. hch nowo aq aot 1>o 1a accord with ;rour ..,.. , aa4 1a 

thct cue •to tho waahbaakot• without burt tHllaca on 117 part . 

lou will r .... bor that oa Doc .. bor 1}, 19}!, prior to tho ooa•Oillac 

of tho laot CoJ>CNIO , J took occaalon to plaee botoro 70u certain rtewe 

1o recar4 to ~lailtratloa poll~ to 1>o purouod di&Tlac that ooulon of 
Coacrou. I reopocttull7 rotor ;rou to that -.1catlon. 

Hero goee for IU'()ther one I 

(1) J aa ouro U 1o aot DOCOI1&1'7 t or .. to toll 70u of 117 boart7 

appro•al of tho purpooo proeptlac tho I'Holdut t o call tho opoolal 

nnlon of Coacro01 , aa4 I aa i a coeploto acr-t with wbat J udo,._ 

stand will be tho l laltod ocopo of tho roc-alldatloJl.l of tho PHoUou\ 

to tho Coacr•••· 

(2) J'ooll..ac that aa atte.pt will 1>o aa4o at ttla extra ooodon to 

brlac up tho quootloa ot war taxoo , J baYo udoaYOro4 to prepare 1171•1! 

for thla •orpa07 b7 aaklac tho followiDC ..,., .. , - (a) J • aakiac 

Ro7 lllou,t> to aako a cQIIPloh oDrYOT of all war tax lopllatloo intro­

duced durlllfl tho World War, (b) I ba.,. aal<od Co•lul onor !lol Ytrlnc to 

I:Uo a coeplato OurYq of tho a4alalot rau ... lldo of tho plcturl rooDltloc 

tr<>a tho10 t &XH oaacto4 di&Tlac tho World War, (c) J ba.,. ca1lo4 a ... tl..ac 

botwou tho froaa'CU'T otatf, aa4 tho otaff ot tho Jolat Coalttoo on 

Internal a ... oDUO !axation , for aoxt Koada7 attoraoca at } o'clock to 

dlacuu t hou quootloJl.l In detail. 

1(1 approb.,..iou are that thoro will a ... alop 1a t ho Coocrou a 

DOYnODt to .... t ....,..,.. lochl&UOA In aatlcipotlon of our aattri"C 

tho war. ,. 117 111nd thlo would ,. • era ... 111otoh. aa4 lt 11 117 olacoro 

con• lctl oa that tho fUll power of tho Adalalotratioa ohould bo aobi ll sod 

to pr..,oot paaaoco ot ouch l ochlatloa it u ollould ba propo10d. 

J IIOI<o thlo otat-t for tho followlac roaaou a 

(1) It thlo oouotP7 ohould t!Dall7 actor tho war, U will I'OCIDirt a 

doclaratloa bT Cone~"•••· aa4 our uUro tloDal poll~ will bo t..dlatol7 

rortoo4 b. tho llcl>t of tho u... .aouac oondluou. I ooouao that tho 
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fT ... IU7 will ha~o pnpare4 a ~btU to ""batt to CoaD'Mt 'CipOD \bo 
4ocl.z-o\1on of war • !bo .,.._.....,. bUl Will of ...,..,0 'be buo4 'IZJIO• 

uperloaeo aa4 latorMUoa Nl-t to ov --• aa4 oootal 001141\loa 
ol tho Uao ih oaaoa•t b-aaa4ato..,. 

(2) Ia 'a1 oplnloa, t.bt couat<7 trpeo\o \bo tpoolal tMiion, 11D4er 
tho loadorohlp of tho .A41111l1t\ratlon, to otrtDCt.b&ll our national uteuo, 
Ollcl mako pro~ltiOil fOr tho protoctton Of OUl' pooplo ocalatt accrottiOilt 
troa vi t.bout aa4 acatnot accrouiono !roll wtthta. !hh .... &lld thon14 bo 
clOOO vi\bout aroutl"C OW' pooplo lll\o & fr01107 Of faar \hat WO aro aonac 
tutor \ball h Jua\1flo4 b7 public optll1on. !bo rllllt azul !llt of \bt 
.lnriC&Il pooplo are fa~rablo to \bo r..o~al of \bo pru&llt •barco, but 
rocoal OY&Ilh lll llu .. ta vi \bta tho lui tvont:r-fonr how-e, 1ll ll7 J~t, 
ll&n ro&llforco4 tho clotorataaUon of our pooplt to bop .AaorlCOil toldttro 
out of JUl'opo. 1'o bt trllllt vtth JOU, I u oathflo4 \bat t ho lcaltlcloocoplc 
ao•ocont ln EUrope •Ill oorro to otroncthon tho oppooltlon to tho propooal 
of tho Proaiclent. Our people wore tromeodouolJ tmpreoot4 1>7 tho opoonh 
of Llodbertb, end I hear \bea ~"« that in tho put hundred :roaro, Polazul 
hot b..,., partl Uono4 !ow- Uaoo b:r var, All4 :rou hoar plain Atll •OT, 
0 \'h7 Ill \bo hell h 1t nocou&r'7 !or .Aaorico lo thod blood o~or a boundar:r 
dhpuh In lluropof1 • I 414 llOt aoa.n to lopet llltc !.hit pll&ot of \bo 
tlhaUon, but it h taport&llt to oouldAr national po:rnholoc:r &lld lh 
boorlac on t ho toooo4lato aeUon of \bt Coacrou . 

(3) 'rho abon polllt h pertinent to tho lato4lato loouo I oa IIAI<1Jif; 
for tho reuon that tho onaetment of a war tax blll wlth ito nocoooarU:r 
clrutlc proYlolou will toad to croatt tho iaproaoloo that tho .A4alll1otratlon 
rocarcla war at lnt'flta'ble. 'rho ••'7 propotal of ouch a ataoW'o u vu 
circulated AIIOAC \bt S&ll&toro laot oprlnc, aa4 tlped 1>:r tltt:r-four of tb•, 
prnl4lnc for a ooathcoto<7 tax bUl would han \bo offoot of t.ao4tottl7 
rttU'41AC ~. tore•• of r eeO"Y"eJ7 oil eTef'J froll\., ADd f'tlul \ la a eu4.4al:l 
oppllcaUon o! fear \bot vonl4 tUfit t ho prutllt cloalllollt tplrlt of 
tconomlc roco"tr'7 !or ..tllcb J0A aa4 1 haYO t o paUontlJ azul porohtooU:y 
otrl•en to aocoaplloh . 

(4) lou will alto !illcl \bot tbt oppononh of tho Protldoot will 4roc 
out acatn the olcl olctloton of vor aoJlCOrt on4 war profl h, &lld ua4ortalco 
to relltbt tho political antoconitat acaloot aullitlono aok»ro froa tho 
DoPonto down. In opito of tho fact that tho opponeD\o of tho Protl4oot 
lcnov \bot a war tax bill will ollalaa\t prof! to, thor will coottllcl that 
wo ore 4r1nA 1Dto wor br \bt btcl4oll forceo on4 powro of tho .. ..t>o aMI< 
to fott&ll upoo tho ahorltt of \bo werld. I clo 110\ "" how \bq COil cot 
1>:r with \bto plan, but u a1:fordA IIUCb a aaotorfnl th•• for ~,uo, 
coabint4 vtth tho ooala1 ton of tho pmblic alnd \h$t it will no\ bt 
ll0cltoto4 or pootpolle4 la tbio oMolOn Of Co"C)"OIIo It It f ..... thlt 
croup that :rou - tl<ptct to ortctoah \bt .. .,_, for tho 1•t4loh 
putop of a war-Uat toa blU. but U will bar4l:r 1>t propoet4 uUl 111:\tr 
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U.o pu•• of~ I'Hel-\'o UQ\nllq. _,..., u4 Ylllllo otf....t 
tblll ao .., •l>arru-' \o ~ ~oU.Uoa ... r tho ploo of ooD­
trl'lol\1~ ollo......,.!.T to tho ~-' to lr:Mp u nt of .,..., 

(5) Jua\ 0110 other po1Dt, &D4 thlo lo aoo\ l.llpor\aat. l .. co~ 
thot It tblo CoJICI'OU puoH tho l'l'eel-\'o propooa.l, &D4 1r:Mpo 1\o ._. 
ott wor-tlao ,.,..o, ~t the rwlYa.l of prlnh Olltorprloo 111 a.ll 1\o 
lopllooUou, IIIIIch l oball DOt hero 4e'-ll, will .alUpl;r J'.Ura.l ru o, 
1ocroaoo Ulo ~~aU ow !lie ... to oYOI' olcb\:r billion 4ollaro, &D4 Uloroll:r 
oootrl 'buh to tho oolu\loa of our croat pro'bl• - tho 'ba.lODClDC ot our 
Podora.l 'bu4co\. 

tho E011ora'blo llonr:r ICorcatlloD. Jr. 
Secretar:r of tho !Hanr:r 
l'aohl~toll , D. C. 

Sbceroi.T. 

-:r~ .... :. ---t\-................ 

• 
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J)oar Johnnie: 

THE altCIIIETARY OF' THE TR EASUIIIY 

WAa~ll'rfOTON 

Prel1&1Jlarz Drat\ 

I waa Ter'J in\erea\e4 1D JOUr oo-nh on war tu: 
plana 1D JOUr letter ot 8ep\e8ber 20, 1939. I heartilJ 
8 pproTI of JOUr prograa ot prel1a1narJ atud1ea ainoe we 
.uet be prepared tor ITorr oontingenoJ. 

HowaTer, ~~ Pree1dent, With whoa I haTe 41aouued 
the aatter, doea no\ regard tho ti .. opportune ror del1b­
orationa 11b1oh inTolTo oontoronooe outaido or tho !reaaur,. 
Ho doea not wiah to haTe anr dopartaont oooporate with 
committee• on tho Hlll until after tho neutralitJ log1a­
lat1on 11 out ot tho WaJ an4 hopaa that there will be no 
collllll. ttee bearinga of UlJ ltlnd. 

Ip our general dieouaaion about tho tax legislation 
ror 19110 I found that ~e Preoident an4 I were in aooord 
w1tb regard to ~o oontral problema. We both tool that 
our tiaoal pol1oJ haa an iapor\ant par\ to plaJ 1n 
tho protection ot our doaooratio inat1 tut1ona. I.n tb1a 
period or world oontliot when rreo enterpriae and 

pr1Tate profit are being attacked on both tlanke -- rroa 
raaclaa on the one hand and Coamun1aa on tho other - - it 
la upeolally iaportant that we in ~e United Btateo 
puraue a couree 11b1cb aonea t o atreng~en and not weaken 
cur baelc 1natitutione. 

Ae I eee it, tho foro•• threatening our de~oratio 
atruoture Will t1114 1Doreued eupport 1n tb1a oountrJ lf 
tho ,OTernaent oTerlooka the 1ntereata ot the UD4er­
Pr1Y1leged groupe 11b111 at ~e aaae u- pera1U1ng -
Whe ther aotiTelJ or paeaiTelJ -- oTor-pr1T1leged groupa 
to attain epao1al galna. We 1111at help aa1nta1n tho unU7 
or the great aeae ot Aaerloane bJ ourblng the extroaea or 
IXCOIIiTI 1Uffer1ng and exoeai1Te profi\1. 

Let .. pTI J OU an exaapll of what I haTe 1n a1n4, 
You Joureelf etated that the \obaooo growera 1n lorth 
Oarollna haTe loa\ their aarke\ dur1Dg ~11 war all4 JOU 
1n41oah4 that the7 look to ~e Federal GoTern~~ent to do 
eoaethlllg to help thea. I agree nth JOU that ~eJ ha"ll 
a rip\ to look to the1r aonrnaen\ tor protection agalftlt 
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eltlemal toroee wtuob 1brea\eo \he• Wl \b Mll!'loue eoono8lo 
lou and perilape NlD. ITen ulde 11'08 bn•ol tulao ooo­
olderatlone, .uoh groupe ebould ll!'loel•• aaeietaooe. 

I peraona.llJ p&li!'Uo1pated in the tlgbt during \he 
last great Oll!'illl ln agriculture ln 1933, when the tu-ell!'e 
were etruggl1og tor thalli!' Tlli!'J exletenoe againet eoono•to 
toroee beyond lbelr oontli!'Ol and I know bow ta.J!'8 groupe 
react to a1tuat1ooa to wb1ob lh11 teel the•eelwea to be 
the lnnooeot rtot1•• ot aoo1al fOJ!'Oea. In lbe 80Dlha to 
ooae the dlaoontent ot oert8ln 1~Tell!'1ehed groupe will 
be aggrawa\ed eboul4 the7 teel \bet Oell!'talD taTored pereone 
are peMiltted to Mka aDd lr.eep extnoll!'dln&rJ PJ!'Otlh ae 
a oonaequenoe ot the wu abli!'Oa4, wblle the7 lhe•ael•e• 
elQ)erlence a turlhell!' deoltne 1n \heir atao4ar4 ot 11 Tin f. 
It the government doe en' t do eo~~elbtng tor lbea th17 wl 1 
be duped into Jo1n1ng orgao1zat1one lilr.e the 1u llux llan, 
81lver Shirta, White Oaaellae, Ooa.unlat tli!'Onte, or &DJ ot 
the otbere whlob eeelr. to aobl••• their deatruot1we at•• 
through lbe exploUatton ot ignorance aDd •u auttell!'lng. 

I feel that the ~reaaull!'1 oan aalr.e a real oootr1but1on 
tow&J!'d Glll1nt&.1n.1ng our deii0Cll!'at1o t o..- ot governaent 
through ltl tax J!'IOO-~lODI. It 11 fli!'OII tb11 point 
ot view lhat I ebould Ulr.i7to oonllder our 1911o tax prograa. 

'l'he prograa I bawe 1n 8lnd 11 not a prograa ot wu 
taxee. It 11 a tax prograa ot national detenee tor a 
neutral oountrJ 1n a war-torn world. I bawe in alnd a 
tax prograa that will help lr.eep ue neutl'al - one that 
will tao111 tate the a4Juetaent neoen&ll!'1 toll!' \he preeell!'­
•a Uon ot neu tral1 tJ. I tblnlr. we oan pli!'Ortde eboolr.­
abaorbere tor thoea 11ot1one ot the oo ... n1t7 that 11&1 • 
be 1nJull!'ld b7 eoonoalo foro•• generated b7 the war; but 
to do eo 1t will be neoeeearJ to tap the flow ot epeoial 
ga1na that aoorue to other• 1n the oollllllllnitJ. 'l'be 
Treaeur1 ebould 1noll!'laee 1te rewenuee to help balance 
the budget• t o P&1 toll!' the neoeae&rJ inoreaeea lD U~~&a~nte, 
ond to IPI'Ia4 t o the aoat tapownl abed groupe eo.. ot the 
opeoial eoonoalo pine that 11&1 aoorue to th.le oountrJ 
u a oonaequenoe ot the oontltot abro..t. !be ll&ln-
tenanoe ot a ll!'laeonable balance aaong \he dlttereot 
strata ot eooletJ 11, 1D ., op1D1on, the • oat etteot1•e 
.. an 1 ot obeolr.lng the dll!'i we toward a wall!' - a d.rln wblob 
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otherw11• will obtain ~tua troa thou sroupa wh1ob hope 
t o tind eoonoa1o &elYaUon 1ft war, and troa tho" groupe 
whlob would aeelt to ,,., • "'•••~and t o ellharloe thelr un-
ullllal protl h 1n war. ,._..t 

' 
It h 1apoeelble to propbeef the nature, or duration 

or the war abroad. But one llne ot pollo7 1a olearl7 de­
sirable. We auet aY014, aa auoh aa poeelble, dlatortlona 
or our eoonoa1o &Jatea wh1oh would haYI dl .. etroua oonee­
quenoea when preeent oond1t1ona aowe late reTerae. w1 
should not pera1 t the alrap ot te-rar, bua1neu proe­
perlt7 and high prot1ta t o lead ua 1nto eltuaUone whloh 
lnev1tabl7 reault 1n eeYere oontraot1one later. We ehould, 
ot oouree, do 8YirJ\b1ng poee1ble to proaote healtb7 and 
balanced reooTer,, Jet we auat be oonetan\17 alert to 
a•old the denlopaent ot that tJPe ot booa whloh 11 
largel7 a war pbenoaenon and wblob ot neoeee1\J 11 followed 
b7 deep depreee1on and eoo1al 1natebll1\J. 

One d1atort1on, t or exaaple, that .. 1 well ooour 1n 
the eneu1ng aontbe h an unhealthJ r1ee 1n the pr1oe ot 
certain oo-:>41 t11 a that t or one rea a on or another are 
etrateg1oall7 e1tuated. In nuaerove inetancea avoh an 
lncreeae 1n pr1oe Will g1Te r1ae to e:a:orb1 \ant and epec­
taoular earning& tor aoae at the e:a:penae ot the &&nf. 
There wil l be a popular demand that aoaeth1ng be done 
about 1t. In &J d1acuss i on with the President WI both 
agreed that 1t a pleb1eo1te were taken to obooee between 
the alternat1Tea ot price control an4 ta:a:ation, the great 
hulk ot the people would YOtl t or te:a:&Uon. 

The Preaidant and I aleo teel that during the ooalng 
period ot 1noreae1ng buelaeea ao\iT1~7 1t would be teae1ble 
to inoreaee tan a on the &14411 1nooae ,group a and lower 
e:a:aaptiona 1n lower 1nooae srovpe. 8uoh action il not 
only appropriate 1n rtew ot their laoreued ab1llt7 to 
bear b1gller tuaa but 1a &leo w1 .. aa a etep in the 41-
reetion ot putting our t1aoal house 1n order and attain­
ing a more equitable distribution ot our tax burdene. 

I u glad JOU pn ae thla opportunltr io atate &J 
poe1Uon to JOV 1n writing, although I oonreu I ebould 
not b&Ye done ao had JOU not JOuraelt taken the in1t1a\1'fl 
i n wr1 Ung to .. . we ahall, ot oouree, ha•e uple oppor­
tun1t7 to d1eouae our tax progru at length during the 
oolllng aontha. 

S1ncerelr, 
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THE. SECRETARY OF' TH[ TftC:A8UftY 

WA.HIHOTO H 

Dear Jobnn1e: 

I waa much interested in your letter or 
September 20t h and t hink your aohedule or pre­
parator)' taxation studies a good idea. I have 
discussed taxation With the President, and we 
agreed that t he time is inopportune t or dellbera­
tione wb1oh involve conterenoee outeide the 
Treasury. I believe there is gener al agreement 
at both ends or Pennsylvania Avenue that no tax 
legislation will be offered at this Speci al Sea­
don or Congress. 

The Preeident and I are in compl ete accord 
with regard t o t he central problema or tax legis­
lation. We both reel that in this period or world 
oontliot when tree enterprise and the profit motive 
are being attacked on both flanks - - from Fascism 
on one aide and Communism on the other-- it is 
parti cularly important t hat our tax pol icy should 
serve to strengthen and not weaken our baeio 
i nstitutions. 

Ae I eee it t he forces thr eatening our demo­
cratic structure Will t 1nd support in t b1a oountrr 
it the government overlooks the i nterests or the 
under-privileged groupe Wb1le at t he UJ:e t ime 
permitting over-privileged groupe to attain special 
gains. In the months to come the discontent or the 
groupe Wbioh have been inJured by the war a1 tuation 
will be aggravated it t he)' reel that ravored persona 
are permitted to make and keep the extr aordinary 
profits that arise as a consequence or the war. 
From my own personal eXPerience in the agr1cul tural 
crisis or 1933 I know how people react to aHuatione 
in which they Justly reel t hemeel vea to be the vic­
tims or eoo1al forces , even 1n the absence or t he 
contraet or spectacular gai ns by others. 
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You 70ureelt told •• ot the tobaooo grow1r 1 
ot Korth Carolina who ha't'8 Juat loet their aarket 
and JOU 1Dd1oated that the7 look to the goTern­
ment to help them. I agree V1 th 70u that they, 
like other• who are hard hit by the var, haTe a 
right under auoh o1roumetanoea to look to their 
government tor aee1etanoe. But I oone1der it Viae 
eooial pol1oJ ae vell as viae tieoal policy to 
obtain tunda to help theee groupe b7 tapping the 
apeo1al gain• that nov trom the var lituat1on. 

!he Prea1dent and I are agreed that during 
the oolling period ot 1noreaa1ng induatrial aot1 •­
i t7 it would also be reae1ble to increase taxd 
on the middle 1noome groupe and lover exemption• 
in the lover income groupe. Suoh action il no t 
onl7 warranted b7 the inoreaeed abilitr to bear 
higher taxes but it 11 aleo v1ee aa a etep in the 
direction ot putting our t1eoal house in order 
and attaining a more equitable distribution ot 
our tax burden. 

1'hia 11 not a var tax program. 'l'o mr mind 
tt ia an appropriate tax program t or a neutral 
oountrr in a world at war. I reel that through 
euoh an enlightened pol107 ve oan oheok that 
1epetua tovarda var whioh epr1nge trom exoeae1ve 
var ga1ne on the one hand and exoeae1ve m1aerr 
on the other. Such a ruoal program would not 
onlr etrengthen our neutralit7 but would help 
balance the budget 1n the raoe or growing de­
renee needa. 

It 1e impossible to propheer the nature or 
duration ot the ver abroad. But one line or 
eoonomio polior ia olearlr desirable. Ve muat 
aTOid, ae tar ae ve oan, d1etort1ona ot our 
eoonomio eratea vbioh would have d1aaatroue oon­
eequenoee when the period or expane1on elaokena. 
We ehould not perlli t the a1rage or a temporarr 
boom and exnorb1t&Dt prot1tl to lead ue into 
aituat1one vhioh ineT1tabl7 reeult 1n eevere 
oontraot1one later. Ve should, ot oourae, do 
everrth1ng poae1ble to promote healthr and bal­
anced reooTerJ, 11t ve 111111t be oonatantl7 alert 

• 
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to avoid the developaent of t hat t7J)e of boom 

which ie largel7 a war phenomenon an4 whioh 

ot neceeait7 ie followed by deep depreeeion 

and social inetabilit7. Taxation intelligentl7 

applied ia one ot the instruments wh1oh can 

effectively reduce euoh distortions While keep­

ing our democratic inetitutione intact. 

I em glad 70u gave me th1e opportunity to 

state m:t position to 70u in wr1 ting, although 

I oonteee I should not have done ao had you not 

taken the ini t1ati ve 1n writing to me. We shell, 

of course, have urple opportuni t7 to d1eouea our 

tu progro.m at length during the oolllng montha. 

Bon. John v. Henee, 
Under 8eoreta.ry 

of the Treaaury, 
Vaab1ngton 1 D. C. 

81ncerely, 
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DATa llep\eaber 20, 1939 

TO I .. HUI'J .. J'geD11l&U 

-~~ ll111 ll1ehener ~ 

In reapeue w r•v requeat ih1a afternoon, ~ anaebed 

aeaoran4ua bae Hen pl:'ep&1'e4 br IIJ', ~. Mr. L1A4ew, and 

11:'. '1'1oltion, ln aouuluUan nib Mr. Baa• b7 hlephona. 

.t.ttaohlunt Reoent Changes in Prioea ot U8 8aour1t1ea 
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Reoen~ Ob&ngee in Prioea Of Un1ted a~atee aeouri~iea 

Tod&J ' • prioa dtolinea vera grea~ •• ~ on the long end of 
the l!lllrltet. Thl.a 1e llhOVD in the following table: 

Notes: 
---r"W 3 :yeare 

3 to 5 reara 

Bonds: 
--un!sr 5 :years to c&ll 

5 to 15 :yeare to oall 
Over 15 reara to oall 

AYerege pr1ca decline 

3/32 
5/32 

1/32 
14/32 
22/32 

The prioe daolinea in the table are bated on offio1el or 
' thin eheet• f1~rea - -i.e. , mean of OYer-the-oounter cloe-
1ng b1d and aelt for notee end actual stock exchange eelea for 
bonds, Fi~ea baaed on oYer-the-oounter bid and alk pricea 
would ahow eomeVhat greater price decline• for the bonde. 

Tbeae decl1nea occurred in a market en~1relf w1tho~~ of­
ficial wpport. <lbart I ehowa the aaount of Federal Ruern 
and Treae~ .upport to the aarket da11J, beginning September 1. 
I t will be obaer.ed that there haYe been three da:ya prior to 
todar - - Frid&J, ae_,ptober !1, and Frid&J end aewrd&J, 
Sspte~ber 15 and 16 -- on Vhioh there haYe been either no 
?ederal Reeer.e or Treaa~ p~aee of 00Yel'DIIent ae®ritiea, 
or purchaeee in an uount too small to plot (leea then half a 
m1111on dollara) , Tod&J, howeYer waa the f1Pet da:y on which 
the otf1c1al bide were aotuall:y ;!thdrawn rather than aerelr 
being below the urltet. 

Chart II llhova the dailJ pr1oe end Jiald fl~c~tione 
ainoe JUir 1 of jb~ eeleoted oonrnaent ee®r1t1u. It wUl 
be noted that the 2- 3/4'• of 196o-65 deolinad m~oh more 
aharpl:y in price tod&J than enr of the other three 1aeun 
ahown in the oll&rt. 
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!he 2-1/21 & of 1949-53 ~own 1D the ollart oloaed at 
99-31/32. fbe 2-1/2' • of 1950-52 oloaed at the ... e prloe 
and the 2 1 e of 19~7 at exaot17 par. We are 1nfonaed that ' 
good buying oue into the .. ieeuu and other 1 .. uu oloeelr 
approaching par • 

Chart III ~ova da1l7 the anrage prloe ohangu ainoe 
september 6 ot Treaeurr aeouritiea olaaa1fie4 in the same 
manner ae in the abova t able . Tbia date 1a ueed beoauee it 
1e that at which the deoline in Government aeouritiee tlret 
became eeleotive. Up to that data the prioee of aecur1tiea 
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ot all aaturitr olaeaea bad been daolinlng ind1aor1a1natelr. 
Since then, hOwever , the aarltet has ~own a aarlted praterenoa 
tor eeourltiee wlth aaturitiea or oall dates or leae than five 
years. Ae h ahOwn i n the chart , theu have rallied eub­
ata:tt ially, Whlle aeour1t1ea with aaturitlee or oall datu of 
oYer tin rears have oontinued to deoline. 

fhla dlfferenoe ln the behavlor of the aarltet before and 

at tar September 6 ia clearly ~own in Ohart IV. ':hie ohart 
(whioh waa prepared in oonneotion Ylth our reoent review ot 
the high-grade aeouritlea aarlteta and 1e on a 7hld beals) 
ebowa the general deol1ne of the aarltet before llapt .. ber 6, ae 
well ae the aeleot1ve prioe aov•ent thereafter. '!'he strength 
ot notee ainoe September 6 1a part1oularlr interesting in 
view of the faot that tber have reoeived no appr eoiable of­
ficial eupport. Prior to that date ott1oial purohaaea or 
notes had been oona1derable; and, '11111le aoat of eucb purohaau 
were made in oonneot1on Y1 th the take-over of dealers ' peal­
t i ona, aoae purobaaee had aleo been aade 1n the open market. 

Attaoluunta. 
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PAP 

Srorrtary ot StatE 

Washington 

RUSH. 

1728, S Ept£1DbEr 20 , noon . 

PUll 

LOIIOOI' 

Datrd Srptrmbrr 20, l9S9 

Rro 1 d 6 110 a . m. 

POR TBE SECRET~~ OP THE TREASURY. 

Sir Jnmts Ray who 1a in Canada ia a r rtirrd ondrr­

Storrtory or thE British Tr.asury -~0 hna blED rtC3lltd 

for t emporary duty. BE is in the ~dtablishmtnts Stction 

or thE British TrEasury which dEals with oontraotuol 

purchnSEO and budgtting thE various British Gov£rnmrnt 

DEpnrtmrnto. Bt i8 not 8 t1no.no1o.l rxprrt oompo.rnblE 1 

s a7 , to 3ir FrEdErick Phil lips , e nd would not bE 1n o 

poai t1on to pnrt1cipc.tE 1n tEo!lni oal dtaowoe1on, tor tx­

o.mplr , on thE dollor-atttl1ng rn tE but hr 1a rrgordrd 1n 

thr Brit1oh Trrnaury aa hnving grEe t ooaoon arnu nnd 

rxpcrt knowlEdgE or ,;oulin&• Br ia on o purohnaing 
•• 

a1on 1n conodO. Simon ia willing to instruct b1a to go 

to Woahlngton 1t you rrrl it would br dre1roblr or nroEe­

anrl (3iVED tbr abOVE o1J'OUIDIItnDOU, but hr pointe out tbnt 

OsbOrne ia sohrdulrd to go nor osa obort17 ond 7001 might 
OAJ'E 
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PAP -2 - 1728, SEptEmbEr 20, noon tr0111 London 

cnr£ t o wn1t nne! SEE him, though Osborn£ 1a an ottic1nl 

or th£ Bnnk or Englnnd nne! will bE nuthoriztd to net 

ror thE TrEasury nnd in nny ens£ wnr has prEtty much 

br okEn down such dunl1ty of thE 8nnk or Englnncl nne! 

t hE Bri t ish TrEasury na txistEd. 

KENliEDY 

CP'II: JRL 

0 3V I J 3JI 

... fllO' lflll\)0 ~~"'' ... , 
.,.. ..... 'I. , .. . + 1\ -,, 
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cNOUP IIEBTING September 20, 1939 

9t30 a.111. 
p,..,sent 1 llr. 

Mr. 
l!r. 
l!r . 
r~tr . 
Mr. 
Mr . 
llr. 
llr. 
Mr. 
Mr. 
llr. 
llr. 
llr. 
llrs 

Ranoa 
Dutrield 
Rietler 
oravea 
ThOlllP&On 
Harri s 
oaaton 
White 
Bailie 
Stewart 
Burge as 
Smith 
Cochran 
llor gonthau, 
Klotz 

H.ll. Jr : 

Ranee : 

H. HHTr: 

Uanea: 

H. ld. J r : 

Caston: 

H .~. Jr : 

Cast.on: 

E. Ll. Jr : 

Foley: 

sr. 

Have you got anything? 

I would like to t alk with you sometime this morning 
it you could get !lorman Thompson o.nd talk about 
this a taft of Roy Blough ' a . VIe have got more work 
thoro than we can do and we need aomo more men. 

Then we can do that right after th1a meeting. 

That ia all I have . 

Herber t ? 

I don ' t thinl< I have a thing . I can 1 t thinl< of it 
now. 
1 think you are getting a little coast Cuard voi ce. 

1 &Ill trying to cul t 1 va to a bridge voice . 

1 think you are getting a little cili t ary . 

It ought t o b e naval for that, hadn' t itT 

Aye, aye , sir. 
While we are on this thing , these rules and r ee;u­
lationa - what happened to thomf 

Hero ia a memorandum to the Pres i dent . If you will 
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Fol ey: 

u .~ . Jr : 

Foley: 

B.lt. Jr : 

Re.nea : 

t! . lo.1. Jr : 

r'ole;p 

H,W,Jr: 

H.anea: 

Pole;r: 

!! . J.:. Jr: 

Foley: 

i!.L~. Jr a 
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s i gn i t , I will get the ori ginal and put it all 
together. (Handing memorandum to Secretary) 

And then will you have Norman Thompson take it 
overT 

Yea . 

And the instructions are not to come back until 
it 1a si gned. 

Here is a letter to Bcclea you might want to aee. 

All these letter s are so vacant , there are no 
i .nitiala on them. 

223 

They are the resul t of the meeting we had yester­
day. They are the recommendations ot that committee. 

And then when it comes back all right, Wbat happens 
to itt 

I think Thompson ought to give it to Gene Duffi eld 
and he will put out the rolaaae and we will put the 
telegram on the wiree to the Federal Reserve banks. 

Is that all right? 

Yea . 
Juetice is drafting the price-fiXing bi ll and they 
want aoceone from the Treasury to work with them. 
There is a meeting over there thie afternoon. U 
i t 1a all r i ght with you, I would like to deaigll4te 
Joe O'Connell, who 1s on the ltonopolJ Committee and 
1a moat ftmlliar with that . 

It is all right, i f we could have a look at it 
before it 1s too late. 

Well that is the only we.y we can find out what 
they ' era do in& and they haVe asked ua to come ln. 

All right. 

Tomf 
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Smitbl 

P. .LI,Jl'l 

Smith I 

H.ll .Jr: 

H. K. Jr: 

Smith: 

Smithl 

E,I! ,Jr : 

Smi t h : 

H,I!,Jr: 

Bell: 

H. II .Jr: 

Bell: 

'1'17ing to keep up with thinga 1e prett:r bard. 

What do 7011 want to know tbat I am doing' 

I am keeping up with :rou on en,.thing tb&t arreots 
banks. 

We are -king 7ou a tep' 

Well, I'll sa:r. 

I want :rour judglll8nt when ws get down to it as 
to 'llhat 1a a good time aa tor t1nano1ng. 

You are t•lkl ng to met 

Yee . 

I have been tal.k1ng t o Burgeu about tb&t. 

'l'he7 are keeping :rau posted on the various Bank ot 
America - 'l'ransamerioa adjud1oat1onf 

'l'hat ia whnt I sa:r, you have to step rest to keep 
up with it, Yes , I think I am up to date. I have 
juat been talking to Fole7 and I am up to elate on 
these things that have happened in tbe last t wo 
minutes. 

God bleaa 7ou • 

.Ul rig)lt, D&n. 

United Statea Savings borlds haven't c.,..., in :ret 1n 
en:r vol\lllle , You asked me to look into tb&t the 
other da:r. 

Retund' 

Aa a 
tbia 
a au 
have 

retund, 7ea. We bad about 22 million ao t&r 
! heal ,.ear aa opposed to 17 million 1n thO 
pariod laat ,....r. ot oourae, thiO year we 
a -cb larger volume outetanding. 

Bow any retunda' 
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Bell: 

n . ~. Jr : 

Bell: 

n. ll. Jr : 

~.n, 

a •• Jr : 

ell : 

t , t .Jr : 

=ell : 

F. . l.!. Jr 1 

SMith: 

Eo-'o oJr : 

:ell : 

llu!Cield: 

· ell : 

E, !.: , Jr : 

Du1'f1eld: 

Bell : 

- 4 -

22 million up to da te th1s f i scal year, two months 
and a half. 

Aa against? 

:25 

Aa agains t 17 mi l lion in t he same period last year 
but thi s year we have a much larger volume out- ' 
s tanding so you are bound to get a larger refUnd. 

You noti ce how Tom Smith cooks his ear r~en you 
talk about baby bonds? 

In Septecber t o date we have had six million as 
compared with 3 nillion 600 thousand last year . 

How about the refunds on Postal Savin{ at 

rio ha von 1 t noticed any of those , 

Will you take a look at itt 

As a matter of fact, we havo been investing their 
current cash. 

Wou l d you look that up? 

You mean wi thdrawals and tho total depoaitst 

Anything else? 

Thnt 18 all. 

I t h.ink those fil:"res, thou&h , ''or Septecber do 
show that tho thing has a topped up recen tl:r , don 

1 t 
they? 

Yea , slightl y, but nothin& to ge t alarmed about ye t . 

Po a tal Savings? 

No , the redempti on of Savi ngs bonde has increa sed 
this month, but nothing phenomenal. The trend was 
up . 

Last September thi s peri~ t~~~ ~=· ~~0~~1~2r~er-
cent of the sales r edeeme ' b ' t 25 
and cents, and this month i t is a ou • 
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B.Jt. Jr: 

Bell: 

H. M.Jrl 

Cochran : 

B. II .Jr : 

Cochran : 

H. t.~. Jr: 

Haneo : 

l!. Lt. Jr: 

Cochran: 

H. ll.Jrs 

Bail1e: 
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Anything elee, Dan! 

That 1e all. 
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I am 1n1t1a t1ng a new 1n1'ormat1on eerv1ce through 
Cochran. This morning he gave me a review of 
'llhat happened 1n the foreign exchange market and 
it wae very good , and I am aek1ng him not only to 
g ive me a copy every morning, but give one to 
!lane5, one to Bailie for hie g roup , one to Walter 
Stewart for hie, and one to !larry White. Those 
or you who don't have earea, please retum them 
becau5e they are highly confidential. Then I 
think we might write a letter t o llr. Hull saying 
this is something new and we are s end ing it to 
him f or his information. 

Send one copy! 

Yea . Will you do that, and send one t o Mr. Eccles! 

All right. 

That covers the field pretty well, don't you think 
so, John! 

Yea , I think so. 

Draw their attention to the fac t that it i s highly 
confi dential . 

Tb.ie morning ste rling is openino; a little weaker 
but not much trading, 3 . 88 and 3. 89, aa col:)p8red 
with 3.91 yesterday evening. There have been no 
offers conveyed to the Federal. Yesterday o oming 
they bad three fairly large ones. This morning 
there is nothing so Car. 

On the securities aalea yesterday, t he net wae 
179, 000 and thn British ealee, 789 sales. The Dutch 
were buying more , with 566 net. 

Ear let 

Nothing . 

Thi s morning the track i s clear. 
ie out of the -rket altogether. 
to tell just the effect. 

Federal Reserve 
It 11 too early 
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a.a.:. Jr: 

ll\U"(le58 1 

H. IJ .Jr : 

Burros a: 

ti . J.!. Jr: 

Hanes : 

H.M. Jr: 

Eurgesa: 

e'ell: 

E. ~ . Jr: 

Eurgoes : 

li.J,:. Jrz 
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Have you llll1 wh1slcyT I want a 4r1nk, The drinks 
are on me , ladies and gentlemen. Th1e 1a too muen. 

The market 1a on the bottom on the longest bonde. 

014 you ever ride 1n a planet 

Wby , yea , I have . 

Fi rst you strap yoursel f 1n and if that doesn ' t 
hold you when you hit the air pockets, you kind of 
get down like th1a, and I think i f you ait like 
that for a day or two you will be all r i ght . a.t 
they are outt 

They are out , 

Wc:n4ertuJ. . You have earned :your one dollar a year. 

I think I earned more than that thie timo . 

Don ' t you think sot 

Yea . This ought to be an autographed dollar . 

Tl:w.t 1s wonderful, 

We will aee. 

Juet another thought on that . It I d i d anything, 
I wouldn • t d o it on a Uonday , I would do 1t on a 
Tuesday or Wednesday. 

That would be bet ter. 

I would do i t on a 'i'uesday or Wednesday and not on 
a Wonday, That would c ive ua a chance , you see. 
There ie no reason why we have got to do it on a 
Monday. 

All right. 

Well we will play a.ll day and aee wbat happens . 
I se~t over a copy of the financial page of t~~ 
Tribune to the President to read what thoy aa 
about IJorgentbau. I sa14, "dHeavente • zo!\~e~~ up. 
Wba t would the Tri bune have one o 
ba4 gone downt• 
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sursesa: 

n. M. Jr : 

P. .~. Jr: 

aursesa: 

R. t: . Jr: 

~1r r--e !8 ! 

t a111e : 

H.JJ. Jr : 

bailie : 

F .l>~. Jr: 

l:hito : 

S. J.:. Jr : 

P.anea: 

White : 

li. M. Jr: 

11'~1te : 

• 
Who 1a on guard 'th1a Fri day &n4 Saturdav, 
Ea.rle t • you or 

I am hero. I am here Friday and on the telephone 
Saturday. 

But I mean that you could go up to New York. 

Yes . 

But you will be here th1a Fridayf 

Yoa . 

Who will be in !lew York lo!ondayt 

I will . 

We decided it i s too complicated to shift it every 
week , so I am going to run the V.onday to Thursday 
and Randolph i s going to run the Tuesday to Friday 
except in t ime of crisis . 

Vlhich is every week. 

That i s what we are afraid or . 

I have nothing. 

H&rryt 

There is a me!!lo here on the atatua or the stand­
still agreement. You -y want to look it over and 
if you want to get in i t , there 1a s0011ething that 
-y have some interest to ua. 

We are in it. 

We are up to our necks in it. 

Whot 

Ranee and Bailie. 

Wal l, thore are certain bankS tha t !lillY be /~b: 
very special posi tion to get adranta!e~_:. it 
e>eponse of the rest of tho peop e . 
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H, !J, Jr: 

S ter~art: 

Bo1l1e : 

li • ..!.Jr: 

:nite: 

H, I.!, Jr: 

curgoas: 

P. !J . Jr : 

ilalli e : 

H. t.!. Jr : 

Bell: 

S!Uth: 

Harris : 

5astonJ 
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that that is what the7 are taking care of , 

Thnt hae not reached me yet , eo will you talk 
with Hanes and Balliet Are you 1n this , Stewartt 

Not that I know of , 

I think that Stewart oU(!}:lt to be in it whether he 
wants to or not . 

Johnny , will you pull Harry in on that? 

Yes . 

Th4 t aum 1n Brazil was a million and n half a 
month. 

I have a very good memorandwn hero, It is entitled 
"CUrrent Developments 1n Hi gh Orndo Security Uarkets ; 
Relation of Treasury Donde and Others.• Have you 
eoen this? 

I have , I thought i t was excellent. 

!lave you seen itt 

Yes . 

Haa everybody seen itt 

I have got a copy or it. 

I think he gave copies to ovoryono . 

It 1a a good thins• too. 

You may have soon 1n the paper of a ehiP=Cnt of 
ammunition on an Ame rican ehip that has boon 
featured. OUr investigation• to date 1nd1cato 
that there has been no viola tion of tho Neutrality 
Act The munition was principally ahoteun aundhells 
and'amall arms ammunition , which ia allowed er 
this present Act . 

Twenty-two longs and shorts. 
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&arria: 

Tlhi tO l 

Harris : 

H. !~. Jr: 

Harri s : 

ilelll 

H, JJ,Jrl 

OU!tiel d : 

H. !l. Jr: 

Harris: 

H. M. Jr: 

llarr1a: 

H. !I . Jr: 

Gaatom 

Yea . Some of 1t waa oven clay pigeons and stuff 
or that nature. 

\Vhore do they shoot nny clay p i geons? 

What 1e the status on th1a bue1neas of this t rouble 
w1th the labor un1ona? 

Well , 1t ia very bad. It ie either going to be 
settled this morning or it ie going to blow up 
completely. I ra the r th1nl< it 1e going to blow 
u p . In other words , the ah1p owners di savow their 
ag reements with tho un1ona and t hrow the whole 
thins wide open. That 1e probabl y what 1s golD& 
t o happen unless they got together by 10 : 30 this 
moming. 

Who is r e sponsible r or that 1n Wash1ngtonT 

Tha t 1a tho labor end o f the Uarit1me Commiss ion. 

Uaritime Labor Board? 

Well now, just to educate me, you aay the labor 1n 
the Mar1 time - the labor end of the ~!ar1t1mo Board . 
There was a special l abor board •••• 

It 1a the l!ar1t1me Labor Board. 

What 1a the name of this fellow who 1a the head or 
th.t.tT 

l/ell , yes t erday they aent ove.r a man named Bomard· 

No, b1a brother 1a tho bead of the bi g Sav1nga Bank 
1n llow York. H1s name 1a Robert sruere. 

I dono t )<now where he c~a 1n t here. 

Well , he 1a tho head or aomo maritime union board . 

Maritime Labor Board· 

Just tor aur1os1ty, 
f 1ta 1n, I moan are 
m1aaion or are they 

find out Where h1a oommittee 
theY part or tho 14ar1 time com-
separat e? 
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Harris: 

:. J. Jr: 

!:nrr1s : 

E ••. • Jr : 

:;:t1t c : 

.aarrls : 

f!. ·". Jr : 

harris : 

:t. !.I . Jr : 

P.arr is : 
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A man named Woodward , Cocmise1oner Woodward , on 
tho Commission - he retofore, thi s has more or less 
come undor his supervision , but I thi nk this has 
gotten a bit too heavy for hi m and they ha ve kind 
o!' onlled in others . 

\'loll , j ust - I am curious so that I may know what 
is going on. 

It is frightfully invol ved. It would t ake me all 
day to t r y and tell you i t . 

No hurry , but I just wonder Where Robert Bruere and 
his c;roup fit in t o the picture . 

I Just heard thi s bit, which is a sort or vory brief 
over-all pi cture fron the point of view of one of 
the groups . '!be otmors are oagor to throv the t hin<; 
up 1n the a i r because they f eel the t.!ar1ti me Com­
mi ssion will take a str ong hand and clamp down on 
tho l abor end, so they nre takinc advantage of the 
aitue.t i on to see thn t some thing haa to be done to 
get thtnca goi ng . That may be a key to eone of it . 

231 

I don ' t think the re i s much in that . I thi nk the 
renl crux of this thing is that the actual l eader ­
shi p in the union i s very bad. Apparently there 
isn ' t much di ffi cul ty wi th the actUAl nen themselves , 
but the l eade r ship i s si tting on a fence and they 
feel they have got to pull someth1ne big to rotnin 
thei r lendership or they are goine to be thrown out . 

Are you speaking of ~ant 

llo , I was talklno of so::>eone else • 

Evoryth1J'\S else quiett 

Yea You asked me to look into tho question of ,the 
re-;xporta tion of mans anese . That 1a in thei~ofxs 
and wo are also going into about ten other v a 
ma t eriala and wo will have that for you very soon. 

Thank you. Anything elset 

That 1s all . 
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I had a llttle to.llc today with Harold Gro.vee and 

Captain Collins o.n.d we agreed that by Decel:lber :Slat 

they will have compl eted their progr&JO tor the 

bu>"l.n£ ot all the depo.rb:oents except the Army and 

Navy . Ie that rightt 

'ib.at 1e right . 

That i e thro\18b Executive Order, 7011 see. l'le were 

doin& it for the emergency o.geneiu. \le have never 

done 1t ror the others, hflve we! 

: as:on : That 1e f ield buy1ns. 

E. I!.Jr : All bU7ing . 

r,o ston : Well , they were dolnJ all the local buyl.ne . 

-· ~. Jr: In the Di strict. 

Caston : But weren't doing the field buylnc . 

~.:·.Jr: ":"hat 1s risht. 

':'llo::pson: Sol:le ot tho Vlash1ngton buy1ng didn1 t go thr0\1Vl it. 

H,:c . Jr : I refer to the tleld ot the United States . 

~aston : Yea . 

J . l:. J r: You call i t "the rield. • 

Cuton : 

H. tt. Jr : 

.. :oavea: 

Graves: 

li. M. Jr: 

Well , i t ie the ...,.11 end or it . It is not the 

main liaohlngton purchases. 

Is itt 

!lo • the field end • I woul<l saJ, 1s the bi g e:>d or 

i t . 

Ie the. big end. or itt 

That is right . 

That ie what I thOU£ht . 

An:rthlt'G• Harold! 
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orave5 1 No . 

H . ~. Jra 

Grnves : 

tiell : 

H. !J. Jr : 

!)u!!leld: 

~oepson : 

E.,W. Jr: 

~ompeon : 

R. l.!. Jr : 

Thompson: 

M . ~· . Jr: 

'l'ho::lp a on : 

Eaille: 

H. !.l . Jr: 

ThOlllpson : 

!l . !i . Jr: 

Did Elmer aee you and tell you the goaalpt 

Yea. That ia very good nowa. 

Also music. 

I noti ced tha t t hey asked for blda yeste rday on 
strategic materlala. 

Yea , they cleared i t throUSb Gene and I to l d them 
to make it just the regular Treasury stuff. 

Two more thi s morning. 

VIe have a request for an additional lease of rlrea. 

I don 1 t use the wire. 

I have taken off all the calla we can possi bly take 
orr. 
Who is using itt 

Die t rich said yesterday the calla were coming in 
back and forth so !'llst, particularly f r 01:1 h i s office, 
tho. t he was . .. • 

How ~Y leased wires have we t 

Two. 

llr, Secre tar)', part of the fact coce s from the filet 
that with the uncertain ty or the •rkot on sterling, 
thoro is a necessity or calling back and forth to 
the Federal 1n Uew York more than in ordinary times . 
llr. Thompson said we eon lease thi s thing almOst by 
the woek so tha t we don't •••• 

That io what I want to 
up for a yeart 

aok you , do you haVe to s ign 

No , tbo re i s a regular contract form. 

For a montht 
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'l'honpaon: 

H.tJ, Jr: 

Th01'!1J)80n: 

Thoopson: 

\'lh1to : 

-uue: 

:iaston: 

H.!!. Jr : 

Gaston: 

b. !J. Jr a 

~O!'lj)801l l 

- l:S -

There io for a month, on a mont hly basis . 

But no other outs i de departments uae itT 

No , I have cut everything orr . 

Vlhen I used to be over at Farm Credit , I used to 
uae the Treasury wires to New York, 

That io all out now. 

They f ound i t cheaper t o ee t you in he re . 

llr. Thompson c leared a lot of Treasury departments 
away frol:l usi.ng the wire 1n order to c1 ve t he 
s t a bi l izat ion people t he right or way . I think 1t 
1a neceeeary. 

Rave you got one or these t eletype se rvices for your 
f inanc ial end, such as they uae in tho law enforceaent 
endT 

Vie havo teletype service, which I underotand they put 
1n when I VIaS coming back , between horo and the Coast 
Guard. 

I wae thinking perhaps one ror financial matters 
mi(!)l.t be well . 

What other important bueineos have you got? 

That 1a all I have . 
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September 20, 19~9 

About a quarter of aix, last night Tom 
Corcoran called me up to inform me about the 
luncheon which Ed Noble had given on South 
Ameri oa. · 

He eaid that they had people from the 
Department of Commerce , plus White and Cotton 
from t he Treasury, plus KaoLeieh, the new Li­
brarian~ plus Carl Bickel, former head of 
Uni ted Preas who was probably the President's 
;iiontaot !!!!!!! " on South America. That t hey 

d tried to get Bickle to go 1n ae one ot 
Hopkins ' s technical aaeietante, but he wouldn't 
but he ia taking a tree lance Job. 

The purpose ot t hls ceeting waa to ~et 
thln~s organized tor me so tha t I could bowl 
over tl•e State Department and carr)' out m)' 
policy in South America: II¥ comment was 'That's 
verr interesting. • 

I sent tor White t his morning and told Whlte 
t hat I would have absolu~ely noth1ng to do w1th 
it; that it was an outrageous performance with 
Sumner Welles now on h1a way to Panama to call a 
meeting l ike this, and I said, ' Harry, Just re­
member t hat thla same crowd could call the meeting 
to 0 bowl over• the Treasury and I don't want any­
thlng to do with it. 

White said that the ceeting wat •ery unaatia­
taotory and that everybodY knew a little bit but 
nobody eee~~ed to know what the)' wanted to do. 

~ own attitude is going to be •very inter­
eating• and watch developments, bUt certainly keep 
out ot it. 
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Jl'o•• llr. llaue 

low \bat llanld Clra ... • hu ""' tl'alllfened ~ tho 
Bur~ of Interoal ReYemne to tho Proanr ... n\ »1•leloa, wlll 
JOU H COOd ......... to &pp!'Oft hle ...O•al froa tho pqroll 
of tho lll>r-• .ad &Dthorllo _..,., of hlo talaq bJ tho 
Procur-t D1T1eloat I u- \bat \hlo will lie doae .,~ 
utlcall7, 'IN\ 1A vi.., of tho fa'.ot \ba\ Co8lttloner Hel•erU.C 
hu ealted .. tho queUoa I ~ted \o \elto l\ up with ,..... 

for 70V Wo,...ucm tho ~ of llltonal ..,._. lo 
........UC llehlJod tho _, allotted la Ut ~t for ponoiiDel, 
aD4 lletwo"' aov IUI4 the ead of tho fltcal 7otr will 'bo forC44 
to l ot plaeH • .....S. ........,, b1.., rotlrll>c froa tho terwloo, 
roaala. uatilled utll thll deficit lo aide up. fbtnforo , tho 
r-nl of llanld Ora ... • fro• the pqroll of tho lur&tD will 
lie a real help. 
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frOID I Nr. 1lanee 

1 ~ttach bereto memoranduM trom Coa.laslontr Hel•erlna 
conoerl11CC the reaoTal of M.r. Harold lf. Gra••• trom the 
potition ot Depoty Coaaitoioner and bit tranetor troa tho 
pe.vt'Oll of the lll>rean of Internal ll<o•tn,.. 'rhh lt in accordance 
vitb 0\IJ' """""ent thlt ""l'l11Df: that Kr. Grnot vould bo .. aiped 
to the Sacrtt&l'7'• PQTOll a.a .A.IIil\ant to the S&cret ary ln 
e.~arse o f Proeur•ut Dirtoion . !uNen of !QsraTinc and PrinUDf:, 
end tho lll>re&ll ot tho Mint. 

llo....., fboapeon told =• ton1£1!t that Harold GreTU u proned 
a d"iro to reD&ill 011 the p&TtOll of tho Bur- of I oternel a. ....... 
I told '!'h.-peon that I do Dot beliOTe thh vould be cood a4a1n1o­
traUon u the lav doe a not allow the erpe!\41 tu.re of f'W14a allotted 
to the Burt~ tor purpoaea other tb&D the col l ection of rtTenue. 
I, therefore, hopo 70U vill allov the order to otand ao lt lo. 

J. V, B. 
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TREASURY DEPARTMENT 

WASHINGTOH 

S.pteoobor 20, 1959. 

-r&Dd\111 to llr. -·· 

Treuury Depart.ant Order llo. 25 ·~ b)" tho s. .... tu.,­
or tho Tro&oury (cow ot 11b.ich 1• attochecl) doaicl>atoa llr. 
llazold N. GraTOe, a Deputy Goiiimaal.oner ot Internal Renttu., 
aa .luillt&Dt to t.be Secret&r7 in charco ot other Treuury 
qencl.ea. Aa thceo qencioo Mft DO coanocUon rlth Gclloct-
1"1 tho Internal ReftiiWI, I take it tMt llr. Grana' ealar)' 
will l>e paid b)" the Treullr7 or b)" one ot thue qonc1eo. 

Since it w1ll not l>e neceaa&r7 to till tho place or 
Deputy Gc..tesioner, the troneter ot llr. Oravu w1ll e!tact 
a eavtna which w1ll aeaiat us in our endoevor to cloee thia 
fiscal year within our appropriation. Ae I expleinad to you 
a tow de7a qo, our budget waa overdrawn ae ot Jul)' 51, 1959 
to tho axt.nt or 1611,!500 ahould tho peraonno1 then on our 
rolls bo coot1nuecl to the d ot the tiaool year. 

Ploooo lot • Mn your advice in tho proaiooe. 
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Ott1oo ot 
fbt Soortt41'7 Sopt011bor 19, 19~9 

!'1WSUl!I DEP.AimllBT ORDB!! 110. 25. 

UCocUft troa aDd arter thJ.o data, U.. tol.l.owiAc oaoign­

Moto to llr. Harold I. Gra...,o, .beiotoot to U.. Soorot&J7, oro 

hereby ordoreds 

1. Procureoent Division. 

2. Buroou ot EDgraTil>g aDd PrintJ.na. 

s. Bureau ot tbe llint. 

Dopart.Mot Circular Ho. 244 ot Febl'Wl!'.Y 1, 19~7, io 8041-

fi.e4 aoco..u.r.J;y. 

• a. lllRl!lll!IAU, lr • 
Secret&I'T ot u.. Tre&eur7· 
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TREASURY DEPARTMENT 

INTER OFI'"ICE COMMUNICATION 

DATE Sopt .. ber 20, l9J9 

,. Secretary 1/orpntbau 

,.,. !.!r. Cochr&J> 

llr. Knot. tel~llone4"'" at U .t.. II, llo otated that tho aterltac arket l .a. 

r.n York ""' deoldo4ly aoro orderly than :reotorda7. BW1ac and oolUac ordero 

!rom abroad ... ro practically balallcod. s~th .t.!rloa -· buyiac otorllac; 111>111 

thO !'ar l'.aot _. oolUac. 'l!ba • olwoe •• JllU.IIh ~lor than :yeoterdo;y. b 

Cla .. and Ouaraa.ty hao bot h con• IIOrl .-rolal blllo throU&J> at tho rate <l 

~.oz. It •• W>dorotood ool>fld-.Uall7 that ollloo thio W.lnou otarto4 tho 

~nmt1 hao nocotlatod a total ct 5()0, 000 pou.odo of cotton blllo at tb<l ct!iolal 

rate. )low York banko ,.ro today t l')'104 to s-t throll&h aome oll alld poaln blllo. 

iben I told llr. lrnoa that I undorotood tho llaUoll&l Clt;y had not ;yU boon ablo 

10 ooll eouon blllo at tho rate of 11. 02 ha aald llr. Sb<lw had told hl• yaotor-

~ that lliCOtlatlOill ware IIO'flac eloDC• 

~o forolp l>l)ha11gl arat •• IIIUCh qu..lotor for tho dey. Storllac oponod 

In Uew Yorlt at }.89; ,.nt to a bleb of ).911-l/4 late ln tb<l atternoOG and cloud 

11 }.92. 'l'ho re&oon for tbo ~o,.•ont toard tho clnoo of tho do)' •• that tho 

!aoUra 'huot eo_..., noedo4 .::0,000 Juot at a U.ae when thare •• a ocarelt:r ct 

nlU~~t~. 'l'bo f<IV roporUac banb 1n ll'ow Yorlt pnrchasacl. appron.,.tol7 _,s,ooo 
ot llblcb ~88,000 •s fro• oo..,.rolal concorno ud 1.}20,000 fro" forolp balllto • 

.Lo acl.cl.1t1ooal 1.5, 000 •• purohoood b;y i'!Jllo.Dds Banlc throll&h tho Jodoral llooo.-.. 

kok ot llew Tori<. Sales totallacl. 1.1191,000 of whlcb 1.}16, 000 •s soU to co.,_ 

::erclal eoncorn1 , an4 1.100,000 to toro1p hanD and 1.75, 000 b:r Central Banlcs 

~ tho hdorall.ooo...,. liOAit ct Jew Torlt. Ot thio latter &IIOWit 1.25,000 

•s f roo llnr•T a11d _,,000 troa Swo4e. 

llr. llol:oon ct th& Jedoral llll&rYI Banlc 1ctoraod uo that tho llaUonal C1t:r 

Blak bad ool4 1.15, 000 111 cotton blllo to tho Jritlth Coa.trol Olld that tho 

Ol:uantr 'huot c_..,. ha4 oold a ot<'~'llac ~~ cottoa. bUl for 4ol1YOI'J' witb­

lu th1rtr dar• to tho JriUIII> Control at 4, 01. !be a..rOAt:r !rust ~ a4-

•htcl. Ill'. llcl:ooa. to4&7 that thtT bod roquaott4 liE il tholr Loa.cl.on a.rt;•• to 

l'"lulre of tho Jrltilll> Control 1! tb<l7 110uld purchaao oterlie& arloiDC roll 

O'&IJ> b1llo. !.'he J.r1Uoh Control &&14 tbot theY wore a.ot purchaolac ouch 

attrllac a t tbo prooent tiae. 
• to••• fro& Loccl.on $268,000 ooa.-

'!'horo ,..., two lll>ipoiOllto of 110ld ~orhv -. ' <1 $Sl 000 

algnecl. to the llatioll&l 01t7 l!alllt of llow York for their OWil acoo111l:hu S S ' 

to tho Salllt Je]4e pov l 'li:traacor 1>1 their Loa.~~-~ticoil~t~ .. ~bo ;rliloh 

ll.ll1!!41"UUI, llr. llcbon iDto..,..d 1lO tbot thoo• _.... app 

c.mtrol ob1ch granted peraiaoloa. tor tho oh1~nta. 

CONFIDENTIAL 
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*'· Lero7 ~-. h_., rs-w .t.ttaoll8 , oal.l.a troa low rorll: \hio 
...alA&· Jlo rot ..... M w \lao ll&nJ.4 !rl'NM .._, ot t.croarr llor-t!au•o 

prou coDt'orODCo •4 l.Jo4.1lhM -tiler \lao trea_,. •• \&ll:lDc 87 "CIIlat~ 
atop• wUh roopoct to 1118 ..,. torll: •'""'""&'I arll:ot or lA\OrTftiae WoacJ> \118 

Sll~ll1J&Uo" Ju4, •• ..._otM •• poutlllo ~ 1118 prooo artlolAI. 1 lot 

Ltro7 Be&vll.,. mow tlat wo wore tollo'lt'I.Ac tba otorllAc ouuau0, oloool7 

1J14 ll:oopl.J141 tho lrltioh 111lor•4 •• to tho ronlh ot oar ob-Uou. 
1 1&14 th.h qot• ot omh•ncsac lAtoraUnn lA ropr4 to \118 -ll:ot aa4 u 
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10 tho .wllc&UoA ot tll8 ottl41&1 rate t<tr eort&1Ja "'-looa tran-Uou .... 

tl:a onct ot tiiU .ctlYi Uoo oo tor. 

I.ero7 BOOAllotl Tol=to•.a tho 111toraUon -t thoro • • Tlrf llUlo 

tro41ng lA tr ..... at low torll:, tbt rate being aorol7 ~oo.l. 1101t ot tba U•. 
l'ho olll7 ~ut - tbroo d&To aco ,.,.n tho J'rOilCh Coal\11 O.oral 1A In rorll:, 

witlunlt t1rot ooAoultiDC Lorro7 BOOAliotl, ..,. ~~ ian- lA a -1u ... to 

Urtoo lila CoAnl O.oral ao to I.A41T1'-lo wbo at tbat -t ro('ll.r.a tr&Aoo, 

ottlro4 oa tho woall: ...t tlWL -.rll:ot appronatel7 20,000,000 J'rOilCh t ......... 

""" tbh &IICW11 .... ~4, baDII:o ' oU..Ul7 lAit tho rau 111> 4oa to .0213, 
Olbich 11 tho lowoot lo ... l ot r-t daTto 

loror ~lou .... &DZiou to obt&ln copleo ot tho racol&Uou to be 

h.-1 ~ 112'. llo.Dea' cOIIOlttoo with roopoct to cro41h tbat caa bo on.U4 

1o bolllprah ""'- locUoa 3 ot tho Jwtrallt7 loot. 1 prooia.a to aon4 

hla b7 alrall two oopiu aa 00011 aa OT&llal>lo. 

'!'he J'o4oral Jtoaor..e lull: noUtl.a u ot cootlraUIDtroa ~ tbat 

J014 porchaao ot ou llillloa 4ollaro r-ato4 raatordq h to otro~~~thn 

tholr colt roaorna, oo thia trauacti.., h being -lot.a. 

'l'he lotborlan4o .Bull: oo14 to ua t/Sl,OOO ot col4 troa their -arll:o4 

atoclt. 

J'aYorablo ropl7 \o llruil nn col4 PIU'ollt"" propoolUOD baa 1>- - · 
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PAP 

AJ.!EMi3ASSY 

LO)It)O!I 

1026 

TELEGRAI! SENT 

GRAY 

September 20 , 1939 

9 p, m, 

FROH "'HE SECR'!: TARY OF TI'E '1'!\EAS im' . 

242 

R£fer~nc£ your 1728, september 20, noon. 

Considering situation ot Sir Ja~c• Ray , t~E rE i s no 

reas on for him to makE a spEcial viait to the Trrcsury. 

I t will b< o. pl<asurr to receivE Mr . Oabornc whEnEvEr 

ht JIUly 0 Om£ • 

Ek :FL:L\7.'/ 

HULL 
(FL) 

etef I~· 0 '1;? 

II'"" Til l $> ' • " ' 

I 
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CJ 

Stc!·t tary of Sta tt , 

Ho.Hl•1ngton, 

20801 Scpttmbtr 20 , 6 p . m. 

FCR 'o!l':: 'll\EAS1..'T<Y, 

GRAY 

PARIS 
243 

Dated Srpttmbcr 20 , 1939 

Rro 1d 5 s~ : " p ,m, 

ThE: c!lti:·c fi:l.•.r.cial pre~· or<>' lncr.:.ly .,.._- ,.~<' an 

account o! o3£cr£tar;- Jlorgmth ... \. 3 ••,.. c:l~ation= ' at his 

press con!'tr£nce ,..stcrday and lmphaeizto a 1 firm desirt" 

to r.oaint;;.in clost coc:.ptration with I'l'aM• end Grcat 

Britain :>.~ monttary llllltttrs . 

ThEr£ wcrt no cl'.ans•s in thE ctr1c1al rntes fo:' 

dollars and sterlinz today . Th£ banks cw tl.nU£ to report 

an i ncr tastd flow or nuthor1zations or t.~chmg£ trans~ 

ac~ions , Th£ ~toe!: = r kct waa "gait: eom~what heavy J;>ut 

th£ t rading was light ond re n~t.a w~11: wea suppor ted, 

(END SECTl ON ONE) . 

Bt!LLITT 

NPL 
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CJ GRAY 

PARIS 

244 

Dated Stptrmbcr 20, 1939 

' Reo d 5 p . m. 

StCl'Etary of StatE, 

Washington , 

2080, Sty tEmbEr 20 , 6 p ,m, (SECTl~N T~O ) 

ThE oontv markEt i 3 dEvEloping ~ith an ea3i tr tone 

and bank3 rtport incrcascd lo~n• ag,. ;.not t r rasur) bills , 

armruncnt bOnd~, E t cc t.~:ra , In teet tbr m'>To<Y rt~rk<t t s 

more normnl today ~~n it bas bern for th~ r-ast three 

weclca . Subscriptions for trraaury billa or.d nrmllll1£nt 

bonds we lEnrn nrt comins in nt ~ sntioraotory rotE 

( thio woo cont'irmtd to un by V11J.rry , Pimmcl.ol Secretary 

or DulJld1tr1 s Cabi n<':: with whom we lunob.td today ) , A 

drclc.ro.t1on of t'tll: lo!iniatEr of ccmmcrcr ~EoignEd to tn­

cc.urc.gE ~x"'rto whErE\'Er ooosiblr nnl pointing out t !:nt 

tX])Orts o.rE rxo::pt from r ccrnt uro£1• tcx cccsurrs i ndicnt!O 

tbo.t tlx :;overnnent is turning \'.l'gtnt cttention to t!!is 

1Jnportont s ourcE of f'ore1gn ucbo.ng£ o.nd will o tt=pt to 

ottmulat£ production of certain "prcor" export indus._ 

ritS lllllnY or which wErE purolyzc(l by gtntrOl mobi11z:>t10n a 

ThE J Ot'RNAL OFFICI AL tHe morning publiobl:s o dEcreE 
ratifYing 
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CJ - 2- #2080, Stptcmbtr 20, 6 p. m., (SEC TWO) from Pn.ria 

ro.tif)'1na thE f'innneio.l o.grnmrnt with Polnnd or 

Srpttmbtr 7 1 19S9 o.nd o.uthor1z1ns thr F1nnnor Ministry 

to ho.nd ovtr 600, 0001000 f'ro.noo to thr Polish rtpoynbl £ 

a t 5~ in 15 ytars 1 

(END OF ltESSAGE) 

BULLIT'I' 

NPL 

o H t J:l JII 

) 
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Soorot ... :r ot State, 

17~1, Sopt .. bor 20, 6 p.•. 

Dated Soptemoer 20 , 1939. 

Roo 0d 210} P••• 

It 1o reported here tb&t t b& .r.uotro.liu PriM llinhtor 

tlon ot lead and a opecltied porcontac• ot copper at pricoo 

approxlmatol:r oqu l to tho .. prenlllns botoro tho outbrtalt 

ot .r. 

l'l&aiO i nfOI'lll !reaour;r with rofOUDOI to tolog ... l 

lloo. 16}1, Soptubor 1}, 6 p. • .. and 1~7, SOptoabor 14, 

CD 
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P.uDRil&D or mKQIWI ID'f 

fOI .t.aer10aD llabau;r, llio de laaelro 

10.1 18'7 

~'1'11 lept•ber 20, 1~:59, 7 p.a. 

Reference 1• aade to ;rour te1egraa no. ~ of 

8ept .. ber 1~, a p.a. 

~47 

Toll ere requ. .. ted to lntora the D1reot or of hohange 

of the Banoo 4o Brae11 that, a• 1et f orth 1n the letter 

of JUl;r 16, 19~7 rro. the United ltatee leoretar;r of tbe 

'frtatllr;r to t he Braslllan IUnietr;r of r1nanoe, u oup­

p1eaented and aod1f1e4 b;r the l etter or lept .. ber 2, 

1938 fro• the Federal Benne Bank or llew York to the 

Banco 40 Bra•11, wb1oll wa• t ranea1tte4 through the 

Deperteent of State 1n Yaalllngton b;r oable, t he Treaaur;r 

Deperteent will be glad to aell gold through the rederol 

Reaern Bank or Jew York, aot 1ng aa the t l aoal agent of 

t he United Stat .. , to the Banco 40 Braa1l , aoUng u tbe 

flloal agent of the Oonrnaent of Braa.1l. AI waa etated 

b;r the Federal Beaene Bank of lew York 1n 1 ta oablegr• 

of October 19, 19M to the Banco 40 Braa1l, lt le prepared, 

ae the f1•oal agent of the United ltatea OoTernaent, to 

aot 1n aooordanoe w1 til the abo~unt1one4 letter• when 

1t lllall ban reoeind fl'OII tlla Banoo 40 Braa11, b;r oab1e, 
aooeptanoe 

' 
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aoo~t-• of tM ,_ ooata11104 1a •~•• leUera U4 

ooatlr.atloa oa ~ p&r' of ~ Va1'o4 •••••• ot lra&ll 

that 1t baa 4oe1pato4 ~ laaoo 4o lruil \o aot •• Uo 

tuoal apat vUII. ~ autll.orl \7 to &Dtor lato ~· arraap­

moDt retorro4 to la •~•• lottora • 

• 
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P.uAftBAD or m.~~R.AX wvu 
fti.CIU Aaerlou LepUon, !uohar .. t, llllllal11a 

DATI: llephllber 20, 19~, 1 P·•· 

XO.I 22'7 

249 

Det1Dlte 1ntor.at1on baa oo•e to •• ~t rtoentlr the 

Pollah Rational Bank'• gold •took vaa tranaported through 

P.uaanla to Conatansa. At that point lt wu put on board an 

oll tanker be1ong1D~ to Great Brl taln tor ahlp•ent to .Uexandrla, 

OUJfllil\. 
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September 21 1939 

Present : JAr. 
JAr . 

llanos 
Stewart 
Foley 
Ri etle r 
Haas 
Thompson 
Dufl:l. eld 
Smith 
llarri:1 
Whi te 

9 : 30 a . m. ' 

!i. lo:. Jr : 

Foley: 

H. t.:. Jr : 

Duff ie l d : 

F.G.nes : 

I' , I! . Jr: 

.. al l1e : 

ll'hi te : 

P, !! , Jr: 

Ba111o : 

Eanes : 

lolr . 
J,!r, 
1.\r, 
1.\r . 
Mr. 
llr. 
1.\r . 
Mr . 
Llr . 
J.lr . 
Ur. 
l.tr . 
IJra 

Ed? 

Sell 
Cochran 
:eu.rsess 
llorsen thau , 
Klotz 

Sr. 

I! ere 15 a report on what happened over at Justi ce 
ye s terday. 

Gene? 

No , I havon ' t any thing. 

Thi s i s Cus toms , Harr is (hendi ng papor to IJr. Harr i s ) . 
It 1a a complaint a bout smugsl.l.nfl or arms . 1¥111 
you look into i t ? 

The Chairman o r the standstill as rucent wa s here 
today . There 1s scxnebod7 you sdd you wanted to 
sit in on this . 

Who 1a interes ted 1n l.t , tho Qer:oan standstill 
agr eement? 

I am, for one. 

I am not parti cularly interested. I juat didn ' t 
know who thor the Treasury was in it and 1f they 
are, I passed on Cba tever information I had to 
the l egal d ivision. 

Karle? 

Yea , I am i n t erested . 

Y R 
,. the v1ee- eha1rmDJ\ of t hat 

ou know , ovensnn d he wan t a t o come 
a t anda t ill agree,.,nt is her o an 
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3a1liO I 

H. !~. Jr : 

Ranes : 

\Illite : 

r:nne s : 

Snlth: 

lle.neo : 

H. M. Jr: 

Hanes : 

fi . !! . Jr : 

- 2 -

in nt 10: 30, so i f you and lo'ally Stewart nr4 
any one else wh o is interested in hoarlng what 
tho situation is from tho s tandpo i nt or the 
bankers who are running the otan<lst1ll agr ee­
mont •.•• 

I would l ike to before that, John . I would like 
to know What, if anything , we have said or dono . 

251 

We have said nothi ng and dono nothing . Tho State 
Depnrtment has referred i t to ua and it cou t.o 
that co=l.ttee of State, Co=erce Md Treasury, 
and we have do::>e nothing on 1t except 1n the 
l ocal d ivision they !>Ave been a tudylnc: i t so ..-e 
will know who. t we a re talk1n;: about when we 
talk . 

You had better have White i n also . 

I thought Harry was f>Oln"' to brir.g me aoMe papers 
yooterday, but I didn ' t get them. 

I passed them in to tho l egal d ivision becaus e I 
dicln ' t want to g ive you adrt1t1onal thi "'j s that 
you already Jmew about . In pruont1nc new m t erial 
I hove , I will pass it on to you . 

If there is anybody .:ants to como 1n, I ''-ould be 
e l ad to have all the hel p we eon get on it beenuse 
it i s goln~ to be a difficult s ituation, I am 
a f raid . ~ybodJ that i s intoroated , be in tt.ere 
at 10: 30. 

I th1nk ·I had bett;er not , John , 1n view of tho 
City Bank ' s lnterast in that . I think I had bettor 
not appoar on it. 

l'tbere is the meeting? 

My office. 

Anything else? 

Tba t is all. 

Did 1 get by you? 
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Duffield: 

cocnrnn: 

H.tt.Jr: 

eoenro.n: 

H.H. Jr: 

eoenran: 

Dut!1eld: 

!lnil1e : 

I! .U. Jr: 

lln1l1e: 

Cochran: 

b=geso 1 

- :5 -

Yea. 

Did yt:ru prepare this? 

I di d that . 

Did yt:ru tell them this? 

No , I haven't tol d any one yet. I gave that to 
yt:ru. 

1\'ho put that t:rut? 

'!'hat came out this mom!.ng. 

I haven't seen it yet. J don't know - ~tt Keith 
came 1n and talked to me about thia thing :yester­
da:y but be said, "Is it true , • or ao~othing or 
other, "the Treasul':l' is marking time , " and J 
said, WWell , I thoueht there waa no decision 
on tho subject. • I added to i t - and they incl uded 
it 1n thoir stor:y in the Wall Street Journal -
the Treasury was anxious that if conditione be 
f avorable to maintain its freedom for any cash 
or r efunding requirements . We didn ' t like to 
lose that advantage if the opportunity presented 
itself. 
The French Ambassador wants to know how he can 
beat put one of the members of the French 
tinancial mission in touch with the Proeu1-eoent 
Division. Will you let me know? 

Cochran was in at a quarter ot 9 :00 and he phoned 
that a J:I8.D was going to be bare to see ce. 

An,thing else? 

Ito . 
The sterling is coming around :) , 9:1 and 94 now 
and there is not much buaineaa going on. '!'be 
atoCk market is moderately active , tho price 
about the same as yesterdaY and. • · • Have you 
s poken with l!adley about the bond market? 

Yea. 
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:;ochrnn: 

Bail10 1 

Cochran: 

S:- ith: 

St".i th: 

!i. U. Jr: 

3rn.ith: 

H.: .• Jr: 

Stewart : 

?.e .. Jr: 

llan~ : 

!:53 

- 4 -

And Argentina is taking anotho r 21 million dollars 
of gold f rom us on the agreement wo bad s~e time 
back . 

1'hat Just about f iniohes 1t, <looan •t it? 

That makes 19 million 900 thousand out of the 
20 million aereed to , so it practicall y completes 
1t . 

Tom? 

I will l eave to~rrow afternoon to attend the 
A. B. A. convention in Seattle , and i f an7bodJ has 
any 1nton:~at1on they would l ike me to have, I will 
absorb it . 

You won ' t be surprised i f I send for you? 

I won ' t te surprised at anything. 

1'/ha t i s this rump meet1ne they are hav1nc: 1n Salt 
I.alce City? 

'l'ha t 1s normal. The State banking Cornm1os1onors 
hove an organiza t i on - they ore having their con­
vention 1n salt Lake Ci ty and they have Ju~ t 
abolished the Conp t roller 1s office. They do tb&t 
every year , you kno• . 

Is everything all r1(:htT 

Nothing this oornine• 

George? 

I have no thinS• You probably have noticed the t 
index of ours of the hi sb- s rade corporate bon~s 
held up yesterday and the relationship between 
the hi gh- gra.de corpora tes and the long- term 
Governments 1s no• back to the r elati onohip 

1ng Jul and Auguot before the war. 
~~t~~ ~;pened i! that tho oorporote bondst 
declined much more rthapinidlyth!~~m;h~ei~~~~n 

8 

and now they are bo 
poeition. 
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eo1liet 

linus : 

'llili e : 

S:Uth: 

Haa: : 

Smith: 

P.aas : 

t:: . !.: . Jr : 

l:aaa : 

H. I.' , Jr: 

\'/hi to 1 

l!arris t 

- 5 -

I had n comment this morning from New York on 
the h i gh-grade bond market yesterday f rom a nan 
whose jud19'1ent I regard hi;;bly, llo said that 
tho trade a orr the Board yesterday 1n tho high­
grade market were half a point below that norket 
and tha t the:y were 1n J:~Uch larger size than they 
had been heretofore; i n other words , blocks as 
much as from GOO to 800 thousand coint a t one 
trade . He himsel f was pess~st1c about that 
high- grade bond market level beinc able to hold 
where it was yesterday. 

I ,.,asn ' t making a f orecast • • • • 

I am not mnkint one now. I just T~antod to put 
that 1n. 

Is that a di fference or about &/lOtha of ono 
percentf 

The poin t I waa making is that :1fOSterda7 '• 
Governments - they held up. It was a na rrow 
i ndex but it i s di fficult to ge t many - and 
the ~ls tionship existinb between the hit h-grade 
corporatea and the Governments is no" at the 
same rel ationship that exi sted beforo the war . 

A difference or about 6/lOths? 

Sol!leth1nE: like that . 

An:yth.i.na ela e f 

That 1s all. 

Harry? 

Nothing . I just want to see you a minute later . 

d about that blast or 
I qpoke to you yester~tt1ng aliena. As I have 
Senator Re:ynolds on a inaccurate . The total 
told :lfOU, i t was very iven period has been 
nuriber or aliena over : g d the ah i pa bavo 
l eas than three percen~ the other aide with 
actually been •i•!1~ there 1s no •• • • 
bertha unoeeup eu, • 

~54 
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l{ ,L! . Jr: 

Horri s : 

H.H, Jr l 

Jl, !l , Jr : 

H.l! . Jr: 

liarr1a : 

H, I! , Jr: 

Bell: 

H, J,; , Jr: 

zss 
- 6 -

Mr . Hull answered i t in a a t ate-ent thi ~ a mom1ng. 

I d idn' t see i t , 

Burgeaat 

The Government =arket opened a little softer qui e t · 
but on t ho long bonds , 4 or 5/32nda oft, Th~re may' 
be more selling, the kind of thing that Earle re­
ports. It shows that there may be e turther deve l op­
mont there of some aort so that we can tell, and if 
there 1s aomo evidence of good buy inS around par on 
2te which are a little under par thia moming, the 
long bond, the ' E0- 16Sa are selling at 6 . 10 above 
par , 6 and 10/32nds, l'ihon that reachea par it :zy 
find the level there . The Board 1a nooting now. 
They have g iven sooe indication of a little reatlooa­
noes . I think r.e need to be prepared to give sooe 
anewer 1f they call up and ear, "'':e think the t the 
decline has gone far enouch and we would like to 
eupport it. • 

I have talked a little with !::arlo and with 1/alter. 
I haven't had a chance to with many others . 

If they do that, I don ' t wo.nt to have a snnp answer . 
I would like to go into a huddle . 

I would like to reeiater an objection to letting it 
eo down any turther, I r:JJJ.Y be in a ninority , but 
that 1a my expression. 

Basil, thanks for takinG care or tho Thocpsons. 

Should I wri te anybody' 

No. 

o..nt 

I have nothing this momins• 

t o see you attor thil· Harold , will 
Harold , I want pleaaet 
you be here at 11:00 , 
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Jl , U, Jrl 
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I want to talk to you (Ill', Th0111peon) , 

When do you (Ill'. Hanea) want to aee me' 

I think I bad better aee you right away. 

All right, and you can watt outside, Harold , 

256 
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HJ.!Jr: 

Operator: 

HY.Jr: 

o: 
George 
!!arruon: 

IC!Jr: 

H: 

s::Jr: 

u . n . 

HHJr: 

H: 

:r.:-:Jr: 

~ : 

lll·lJr: 

H: 

Hello. 

George Harrison. 

Hello . 

Go ahead. 

Hello. 

George •••..• 

Good 1110rntng, llenr:r. 

8epte•ber 21., 1939 10:55 • ••• 

Good morn.1ng . Randolph 1 a 1n here vHb me - nobod• 
alae. ' 

Well , I oalled you a little earlier and you had your 
preee men there. 

Yeah. 

And I wanted to talk to you about this Government 
bond market because, ae you know, I t!tink I have 
agreed with you from the beginning . 

Yeah. 
Yeaterday we kept out or the market entirely and 
preee and t ioker oo~enta on t he vt.ole were very 
favorable or our g1v1ng the market a ohance. How, 
i t 1 a gone off again tode:r eome -- wall, ln eo::le 
oaeee up to titteen or eixteen tbirty-eeconds. 
The longest issue la -- the laat I had was ninety­
nine twent;r-eight b1d and a hundred aelted. '!'he 
laat traneaotion that I beard or on the exchange 
went a hundred. 

Yeah. 
There ien't very muoh dOing at alA and tt•s Just 
dr1tt1ng dOwn but even i! ve aaeuced that 1t' a 
gone ott a hair a potnt tn ~ome iaeuee, tt'e been 
very orderly and, as I say, wi thout muoh volume 
and without much preesure. Juet not nuch buyi ng. 
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!i : 

H!~Jr: 

!!: 

!!l.tJr: 

r. : 

F-:!!Jr: 

:-:~Jr: 

!! : 

!!Y.Jr: 

H: 

illlJr: 
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Nov, I thlnlt ao::te of my lta t ira have felt that 
this thing shouldn't be permitted to go through -oar 
and if we gave this new procedure a trial t hat when' 
it got to par we should step i n again and begin buy­
in~ pretty Vigorously. I, pe r sonally, don't think 
it s had a fair trial ye t and my own inclination, 
personally - apart from t he Troaoury view - is to 
let it ride, certainly t hrough the day. 

liell , I -- I hope t hat they'll le t it ride through 
the da:r. 
And I had t o cast the deciding vote. Tbat1 s Just 
t or your ovn ear. 

I see. 

And I vo ted t hat way. 

I seo. 

But on t he oth~r band, as long a& ElY oun opinion in 
this is being boletered somewhat by Treasury opinion, 
t~hich 1S the same as mine , I Just wanted to be sure 
that I wasn't opeaki ng cut all by myoelf again •.•.•• 

No. 

.. . ... or that you hadn't changed your minds . 

d 'd let -- we ' d call you firs t. No , we - - if we d1 we 

\iell that 's What I hope you ' 11 do, and it I can reel 
eure1 t hat you will 1t Vlll help ce. 

No the boys talked to me about i t todaY - vha~ 
it' tor i nst ance -- 1f the Fed. called up. So 
said , •Well don't let's oroee the bridge until 
t hey do.• 

Yes. 
they do we' ll go into a huddle.• 

! ...... and when 

F1ret~rate . 

And now the t we know 
we'll certainly talk 

that you caet the deciding vote 
to you nret. 
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!1 : 

HY.Jr: 

!i : 

rJ!Jr: 

5 ! 

!C'Jr: 

liJIJr: 

!! : 

!li!Jr: 

S: 

~!Jr: 

!r!Jr: 

H: 

Hl~Jr: 

Well, that -- that you'll protect me on. I ' m Just 
giving you that for background. 

And after all, if the ~per oomeft out tomorrow and 
shove that -- the net increase as I underota.nd it 
ie only goi ng to be 2 million dollars because they 
let 39 million run ott, I hear t he bills. 

That's rigbt . I think the net ia just 2 --between 
2 and 3 million. 

That's What Eccles told me. 

Yeah. 

I think that ought to help. 

I think it ought to help, and then aa I've told 
Eoolea that , while I have to agree wi th the Treasury 
that even it I dieagreed vlth h1rn •• ...•. 

Yeeh. 

••..•• in a matter Where judgment is so tender a 
matter anyway, that I would vote your way because 
I think the Treasury baa a right to ask for a free 
marlte t 1t they are contemplating tino.noing. Aod 
I would always subordinate my judgment • .••.• 

Yeeh. 

•••.•• to that request when I think the Treasury 
wants to have a tree market . 

Yea. 

But it so happens tha t I ' m in a haopy poaltion ot 
agreeing with you anyva:y. (Laughs) 

y88• Well , I -- I hope t hey'll let it go today 
and , 88 I eay, maybe we' ll have to buy another 
pair ot pants. 

(Laughs heartily) 

the assumption that this 1s a long, 
But I'm going on 
drawn-out s hov . 
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H: 

'!!!Jr: 

!1 : 

!1!-!Jr: 

~ = 

EC!Jr: 

H: 

R: 

H!!Jr: 

:!: 

H!!Jr: 

H: 
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Yea. 

And I keep referring to Cotton all the time . 

Yeah. 

And I don't want to see the Government buy back 
all the long-term Governments . 

Yeah. 

Now •••••• 

1ntorma t1on I ~/ell , you' ve g1 ven me Just the 
wanted, because I wanted to be 
m1es1ng the boat. 

aure that I vasn•t 

Now after all, 1t a tellov had eooe long-tero 
Gove rnments and they -- and they go balov oar, 
he -- he can go borrou s hundred cents on t he 
dollar. 

They 've -- they're not -- they don't oean 
t hnt isn' t the reason they're doing 1t. 

. 

No. But as t ar as I' m concerned, I -- I hopo 
t hey' 11 let -- they'll stay put tor the reot or 
t he day. 

All right. \'/ell t.-..at• s Juat what I wanted to know. 

All right. 

2CO 

You mi ght - - it you haven't seen 1t, Burgess ougbt 
t o road the t icker story today n~ber 15 - - sheet 
n~ber 15 about t." e Government bond sar~et - very 
oomp~imentary tha t we'd let th1e thi ng go yesterday. 

Ian • t that the same thing that wao on t he tront page 
ot t he Wall Street Journal? 

Yea, I presume it i s. 

Because -- I mean, talking about letting the Govern­
ment bond market go . 

Yee, and how w1se it is, and it' s Whet the market 
.baa been waiting tor. 
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ID!Jr: Yeah. 

l!: Yeah. 

K}!Jr: 'rhat 1 e the eame etor;r. 

H: 'Xeah, eame Olae. 

HHJr: o. lt. 

l! : Ooodb;re. 

ID-!Jr: 'rhanJt JOU • 
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George 
Harruon: 

l!l~Jr: 

!!liJr: 

H: 

!C'Jr: 

H.!-'Jr: 

:! : 

R: 

H: 

Hello, Renr)"' 

Yea, George, 

Bepteaber 21, 1939 =.£2 
11139 ..... 

I 'm juat calling you up on something of a matter of 
interest . Towers has just called me from Ottawa •••••. 

Yes. 

••...• about a aarket proposition. 

Yea. 

He aaya he's quite concerned at t he extent to vn1ch 
Canadian dollar bonds have gone down. 

I see. 

He says he thinks they are scandalously low 
so much the same oroblem tha t we hAd on a 10uch 
bigger scale • ••.• •• 

Yeah. 

••.... that they were offering, in mnny oases, no 
buyers nt all. 5o tha t an offering or a very small 
bloc might knock the bonds down two, or three, or 
four pointe, and he asked : e Whether in principle 
I thought he vould make a mistake if he considered 
having someone 1n the market put in oooaa1onal bids 
in some or those issues Where there are no bids at 
all. 

Yeah. 

I told him that rroa tiae icme110rial we hAd done 
that here and that I couldn't see anr possibility 
of criticism of b1s doing i t it be wanted to do it. 

I see. 

But I -- be wasn't asking us to do anything. He 
vae ju&t aaking my advice on n market question, 
as to whether I saw any objection in principle to 
h11 doing it. 
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!!I!Jr: 

Y.l!Jr: 

H: 

:-~!Jr: 

li!!Jr: 

~ : 

~:Jr: 

!!11Jr: 

H: 

i-J:Jr: 

!!: 

H:!Jr: 

ii: 

HJ{Jr: 

H: 

H:{Jr: 

!! : 

• 
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t/ell I accept 1t as -- ao 1nt'ot'!:lllt1on v1thout 

cocment1ng on 1t. 

That'a all right . 

See' 

Yea, that• h all right. I Just wanted to adv1ae 

you beoauee I thought you oight -- t ha t you might 

be 1ntereat ed 1n it. 

Well I am. 

I don' t know t hat he is going t o do it. 

How are our own bonds aotins'l 

Well , they - - they seem to be a little better. 

They do? 

~63 

That 1s, the trading 1s cont'lned to very aQ811 blooa 

at111. 

Yeah. 

And I think in t he l ast hour there hasn't been as 

much preaaure ••.... 

Um-hm . 

• ••• •• as there vas. They're down as t'ar as ei~1taen 

thirty-seconds on some lasuas. 

I aes. 

But there ' s some inol1nat1on to steady ••••. 

Good. 

, ,, •.• during the past hour . 

Good. Well I hope they do. 

So I hope they do too . 

Well t hanks , George. 

All right. 

Goodbye. 
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6 
,_-~I~ 

!o•rd o 1oloolt ;rootorclq wODi t~ ' 
"" to tho e!feot that 11r Caetan .U ~tan Jr.noh Allbauador tolophono \:) 
Attache Qa.rreau-])ombaal; •• ~1 1 • 

1 t to tbt french COUiercial '-'-~ 
.l.mbaua4or r•ln"-d .. tbat Gar .. :..~ •eh1J>Cton tbh 110rn1nc, 'rho ''>;.. 

Frouch otf1c1al p\ll"ohaooro calli~~~ thio "!: ... :~ ~· :. 1~.!~!;0 °~d:o • 

~!:ob:r~fo0~·J-::' .;,o get 1D touch OD thh Tloit wUh the appro-
... OUZ7. and po.rtlcularl;r with tho Procur_,.t 

Dl•hlon, 1D or"-r tbat be, ao l1&1oon oftleor, ~ aop tbo .I.Mr1CIII1 
Gon....-t Wor.od ao to the act1T1t1oo ot tho Jrcch P\ll"cha 
I tol4 tht .AIIbaooa4or t hat I would conoult c lh Socrot.ar;r 11or=h... 
thio 110ri>1JIC ad would call hUI hack, 

4t 1 11!5 t h1 o 110=1nc I told Seerotar;r llcrpnthao of tho aboTO co..­
TOroaUoa. 11a 1aotructtd '"' to t oll the Allbaooador tbot be woDld. ba 
clad to roct1TO llr. a .. tan U the latter eallod a t u o 'clock th1o 110rn-
1J1C. 

!~ Soorot&f'7 ba4 llr. Orano, Captain OolUao ot t ho Proour-nt 
D1T1o1oa, . and ~olt 1D h1o office at ll o'clock tbh moraine to roceln 
llr, Oaotan , 'l'ht latter arr1nd 15 mnuteo lata, howtTtr, oo a reoult of 
bo1nc ohom to tho "Roduptlon• 1not•d ot tho 'RooopUon• ott1co ot 
tho Troa our;r. OonooctUontl:r, tho secretory woo wable to too h1... !be 
tollowiJIC ruaarh oo tho conTeroaUon wbloh tho Th1tor had w1 tb llooors. 
OrtTto, Ooll1no and OochraA, 

11r. Outa11 o:q>lalnod that tho Allbaooador had tol4 b1a that tho 
Aaorlean GoTOrDIIont "-o1rod t o be apt 1nto,...d with roopoot to the 
opora tiou ot Jronch ott1c1al purcbasoro i n tbh OOUDtr;r, and 4oo1roo 
to cooperate with thea. He opocUieall;r rotorrod to tha atnal ~<rantace o 
that would rooult froa Jo1Dt e!forh to llaop P' 1eoo troa r1o1DC =411l:r 
on co-.od.l tiee tn 11hlcb the hech w r• 1lltereate4. JUrtherwoH, the 
French would "-•1r• tho a4rlet ot tbo Procur-nt Dh1o1oa with rofpoet 
to current prlc••• e\o. 

llr, Oaotan upla1Dtd that be •• \ha Qaoral s.ero·~ of tha 
o ... oreial 4t\aoht, llr . ae.rr .... -Doabaolo, an4 bod bold: lh1o ~!!:" 
for owtral ;roaro. !rht1r offioo 1o 1D \he lla1oo.,..JraDc&1•• ' tllor 
Ctator), .... Tork 01\7, n 1o tho pr•-· plall to boTO Oaotan .... \0 
••h1J>Cton with T1o1UDC Jrtnch purcbaotro aA4 illtroduoo th• to tht 
appropriato Alltrioan oftiooro, 4o 11a1oo11 oftloor, bo *T aloo •- to 
•eh1J>Cton 111 a4...,.o of OW>h T1o1t1DC ooa1oo1ono to took our addco, 

Ill an- to cur poUOII, OutaD aa1d tbol tha Jrt11ch P\Jl"ohaooro 
ooaiJIC t o thlo eoutr:r would bt otfic1alo of tho Jrollcl> ao..oruaoot. 

lhilo - ot lhta would bot..,m.lcJano, tbo1r chor&Ctor would be official, 
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11». C.atan ba4 t"" or three opooU1c prollleao 1c te.1oo up todq 
with OO.ptain OoU1Ae, ba.t clao1rod to f"J.¥ beck to •e• York thi e after­
noon, C.pt.ln ColliDe 11&4 a f"ull oeb.e4nle. le took odYantaco ot thlo 
taot ancl ot.tecl tbat w would conoult with tho Soorotar)o ao to 01.1r 

ottlolal pooltion with reopoot to tho abon Uahon ancl woulcl thon 
collliiUDicau with the J'ronch llabaoq. llr. Oaotan h anxiouo to ban 
thh •Her recularbecl in orclor tbat he ~ •- 'beclt earl7 nut wok 
to take 1lP opeoltlc queeUone with Co.pt.ln Colllno. 'l'b.o latter, ln 
turn, b.opee tor an &arl.¥ underotancl1Da, elnce tho lor Dopertaent h 
k"nl¥ lnter oetecl 1D the •tter ot the hencb. purcb.aeero, 

~~') 

coNf\OE.N\1~ \ 

:ss 
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%' 266 TREASURY DEPARTMENT 

I~Jt Ol'l'ICE COMMUNICATION 

TM MrD~ for ohrUac 111 • .,. Torll: todq •o 0 4e 1 4 

Yoluao, with tbo Op&IJIC rate J,9J.,-l/2, b.l.ch li,oo-5/~, !J :"lo o~:.·,:~n. 

c 

Solu !11 •o• Torll: approxtau4 '556,000 41Y14o4 00 follo,.. 1 

B1 ..... re1&1 OOIICOr!IO • • •••••••••• • • • •••• ·• • •• • • •~59,000 
!:r ~·l.cD 'bMko ((:turopo 4 Jar 'loot) ............ . loJJ2,000 
~:r ...... lloo, lk. for W5,000 •or..:r• lollo ooo 

sw.u..> .......................... : ... T~t~i .... "i~~f&l 

Jo a4d1t1on to \b• -.lea Motioned.. there " r• aal•• b7 co:aerol&.l cotw:e.ra.1 

of ~)0,000 '1111® wro Plll'Cbooo4 'b:r tho BrU!oh Control a t tho ottlclol rou, 

l'llr·cboooo of otorl!JIC oaounto4 to ~.000 oo followu 

J:r .,_rcial COIICiriiO , ...... ., ..... ., , ., ., ,,. ,. ,io}J'I,OOO 

B:r forolp 'bMko . .. , ............ .... ... ;~t~ .... ·~~~~ 

11poa ~ belJIC ..U ot tho Br ! Uoh Co11trol, an .iMrleo~~ blmk ao illfoi"M4 

that uporto of .....,14 frulh, allll: 0114 n h wore 110\ oot1Uo4 to their proooo4o 

In oUrllDC belac coiiYOr\14 a t 4,02. 'rho Ouo.r&llt;r Truot &4•11•4 tho l o4oral llo­

otTTo :kill< of •o• Torll: tbot a oott o11 1>111 llb.l.c.b t ho:r ho4 otforo4 to tho Br!Uoh 

Cootrol •o .,..ou- to - ouro tbot t ho otarUIIC ha4 110\ 'bHil ool4 a t tbo 

pn.._,. rate of 4,68, tho11 OOYoro4 'b:r tho oollor a t o rate l>olow $~.00 0114 ao 

now bolac offero4 to tho Co11trol at tho official rate ot 4. 02, !ho Control ao 

catlof1o4 tbot thio ao 110t tho oaoo all4 purohaoo4 tbo ohrl1JlC. fho OUoro.llt;r 

i'ruat lla4 aloo 1Jlquiro4 of Loll4oll ao to -thor cotto11 l>lllo 4roWD l>:r .iMrloa11 

n,., 111 Braoll OOYorlac .-tuoh cotton u porto to tho Jlo!p!ro woul4 l>o olicUla ~ 

· for tho 4,02 rato. 'rho ropl;r •o noptl'ro , ~ 

.v,....u .. lo t_rr .... ~ $2,,00,000 col4 tro• ""· aii:1IIC a total ot 

Sl9,900,ooo to ato • thO tm. ooo.ooo _._ .. t o!lldl ta4 ,_ Ur&~~C•L 

lo todaT .... ,..,., $27,000 pl4 tr .. tbo •uo• l ]lt.llll: of Bolpua, roloaoo4 

t r .. their ..._..11: _, 1& • ., Torll:. 

llith ... ,...,, to tho a-. otroacthOOial of tho otorllllc rato Oil tho troo 

..,.Dt 111 • ., Torll: todq, U 1o DOt o4 tbot ..,.,. Aaotordao, on1*1~ ~=-PI' .. 
oterUac or41aril:r opou - · ot a 80rlliDC 'baa quo'o4 oo. ow or 

ce4111C ..,aiJI&, roporio4 ~ t~ae thlo 80l'll1JIC tbo' 'hi Dutch wore ,.., 

CONFIDENTIAL 
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o!foriD41 otcli.Ac for oalo, u4 o.o offoro .._ troa .&.aour<loa duri.J>c the 4q, 
fbe BNnro !rut bad. a 1ni11Dc ordn froa hi taorlaa4 for 75,000 po'<lll4o late 
!o the 417, IIIIich the;r retuned. ao D.Ot IDCUU4, to4o;r 'o -ket 1o blUJ:Fih4 
b7 Inon ao rl'l'•li.Ac a pvol;r ohort-hra Tiow of otorl1oc. !he ... nt fool­
!~~& 1o that it • loac _,. 1o oarrio4 on, with lz>&laa4 ~iDC tho bnmt of 
tt~W~ciDC of o\1011 a oontliot , tha p01UI4 will 1Tentuall7 be waJ<. r..r tho 
~41ah tuturo, ho..,.or, tha arloot 11 ticurioc on a rho. '1'1117 fell thot 
Br1Uob lolpiro trad.o will be aoro ohanaolA4 than l'l'lr ao4 that tha c...,trilo 
ouhi4o of t bo aopiro will ban ol.itfi<>Alt7 1a tra41oc with the llopiro, ucopt 
I• a aUor Of auitiOBO, fho:r expect tha JIIQ>irl to prOT14o ouch Una ao 
copper, &1110 u4 1- omluaiTol;r to Lolld.oB, 

tile aarloot poillh .,t tbat with the bl&l.l41oc up ot tho illtro-llopire trode, 
thoro obou14 ba a rooluco4 4-..1. for 4ollaro, u4 couoq...,.U7 leu prenuro 
on otorli.Ac. the -4 for otorli.J>c for encb oo..od.iUoo oo copper allll. Un 
wl.ll colltiiOill - theoo bi1J14 'boll4lllt on a otorli.J>c baoh. !1oo Clartere4 !loDk, 
-.bicb hao 'braacllll 110 lD41a ..,4 the 5\raHo SolU-•h, 1o ..,.,. ~>o• 'bartac 
41tf1c11lt7 ln cotti.Ac tho otorllJI4 it roquiroo, 

1hill lz>&l&lld. u .. d. 4ollar balallCOI allll. cold. to poe tho 4ollar-otorli.Dg 
rau io tho laot _,. thaoo roaorToo a;r """ ba 41ToU4 d.iroct17 to -
roquiremeah, oopociall:r en tha J.lloricaa ...-ut. 

With tbo ruppl;r of ohrll114 rolluaod., ao4 tho 41..,.4 bi1D41 •llltail>od, 
u abon 1n41eaU4, tbo marloet th1Dke tho Britiob •:r ooon be faced wUII tho 
preble• •• to wbotborl 

(l) Tho froo rate for oUrli.Dg obo11l4 co abon tho ott1c1al rate, or 

( 2) the official rate ba railed, or 

(}) the Contr ol ooll otorlloc to uop tho troo rau 4ow, aod tlmo 
accu:aolato toroip balaDcoo. 
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flloro ftl a MltliiC \hlo .. .,.111C a\ 10•115 .l. 11 1 111!4 
Baaoo' ott1co, at '11111cl> .. ro prooon\ lloooro •--o ' 11-~11 °1r SocretU7 
~ ~··· -· · , 1 • - o, - o, ,.,...., ~v• ~""• •MA,.It o q, u4 hraat:ttll of \he flo... 4 ' 
RoYOnoq, Y1oo Proo14nt ot tu Cllaoo •auow IIMk _.,r an Ill'. Jo~h 
•- 1••• 1>--~ 1 • , oprooonu.,. ~o 
-or - -•"« P'OIIP n.ereo\14 in lb. Oonoan S\an4oUll ._ t fb 
a ooUnc lao\a4 tor about 1; bftro, ...-oa ' 0 

Jlr, loYoaoq 4ooer11>a4 \u o1\11&Uoa l oa4lac up \o tho toralDaUon 
ot \u Aero-a\ ,. t u llr1Uoh an4 Aloor1eaa beako on Sop\eabor )4 an4 lb. 
prOYio1oa of tho Aero-\ poral tUac nell \ora1aattoa1 lb. acUoa wlllcl> 
wao t-on 1>op1U11DC Soptoal>or 5\h \o oo\-ot t and aUach OorMD loal&neoo an4 
propor\7 Ia t ho 11a1 \a4 S\atoo; d u roa4 tho toller• wlllcl> tho Cloraaao 
ha4 o"'t tho -.r1caa l>aakoro aoll:inc that tha S\an4ot111 ~t 1>o e01l­
tlaua4 all4 \ho r epl¥ of llar-tq Cllhooa ota\od that tho pro-1• fto l>oi.DC 
otu.Ua4 -..t that t or t ho _,t 1t 414 aot oooa to h toolral>lo t or tho 
Aloorlcaao t o oator 1a\o a --ol4a4 41oean1on 'fl\h tho Moo, tho llolctao, 
and \he lll!.tch, u woll ao lb. o. ...... o on tho quoot lon. llr. Ronaoq aloo 
otato4 t ho to11ow184P 

Tho Stan4oUll .Agoeaont •u 1aot ontoro4 tato 1n 11411 19)9, at wllleh 
tlao tho Jaor1caa obaro wu about Sl a1111oa 4ollaro. .lt tho tloo of tho 
tora1naUon of tho Ap-onent \he Allor1ean oharo of tho outotan4lnc lll4ol>ta4· 
nooo .,.. about 66 a11Uon 4ollaro and tho roaalnlnc 15 a11Uon 4ollaro wao 
1n u.DUta4 ora4Uo. ot tbh outotand10« 1D4ol>todnooo about fort7·Dlno 
allUon ftl aho1uto17 troson an4 tho roaalnl nc 17 or 18 al1Uon •• la oo­
calla4 oo•orclal piiJ>OI'• Ro aald a I I IW'o ot 9 all11on ha4 boon aoaUoned 
as roproooaUac oo....., aouto to thlo oou.n\1'7, altboucb lo'fwooi<J thoucbt 
thot tbo -t of attacl>ah1o proport7 .,.. noaror 6 allllon of wllleh II alllloo 
•ao l n t ba. f ora of o. ...... balaaeoo la .laar1eao beako wlllch ha4 - oot-ott • 
fbo propool\lon which ba wao · eoasl4orl»« calla& t or a conU-Uoa or tho 
S~andttlll Acr-t artor ollDda&UDC tba 15 aUUoa unuood erodlt an4 41-
cfuetlQC tba 'faluo of \hO propor\7 wlllch bad hoOD attached, (Bo•oaoi<J 414 DOt 
•-o 1t c1oar -\bar bo-t tba Ia a1111oa- doposlto or all aoooto 
ohlch ba4 -..a atta.cbad 1a thlo ...,.U7) .,.4 aloo nqulrlQC that tho ., .. , 
that would hoe- aYall al>lo \o tba Ooraa.ao UDder tho Stallto\lll .!Qo-t 
would ban \o 1>o opoat 1a \hlo 001111t1'1 !or Jaul..,. podo. 11114or thlo 
a.rr-aat tbo Clo..-o 11<YQ14 contlm>o pqtoc latoroot oa tho total 66 all Uoa 
4ollaro at \ho allJIIaa1 rate of about :i porcoo': a.a4 thoro aoul4 1>o al>ou\ 17 
or 18 all lloll 4ollaro 1ooo tho propor\7 auachod •tch wo1114 1>o ~a 
ruo1Y1&~~ cr..Ut tw~d. flllo wo1114 poralt tba r oootobUoJWoat of ro-

latloaoh1po -.twoaa thlo coun\1'7 aod Oora&n7• lo ~0;:/~~~"!.!: ::~:r 
ouhtaa.Unc o. ...... boa4o wlllch ba rotorro4 \o ao t o o uou 
wlllch IIJ)paronUt 37 •Ulloa "'ro owaa4 1>7 Allor~ 1>::::« t;;t:rooo-4 
Tho Oo..,...o ban ooa\lauod \o PaT latoroo' 0~ t o:: •• u.:.doUll oro41 t 
\ho fa.ar that tUOI bondO, U woll U tho OU>O aD -
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110\lld 10 lato 4ef.Ut ultoo - Dft ..... ._., • on ,..rk:t4 .,., 1 
!1>4le&to4 that tba J.trto.a ~ p&rtlclpathc h tho StudaUll • arr=....­
HDt bal4 41Uoroat .s ... u to the -oo "' bo t ollowt41 tllat ooae llulto, 
parUCillarl1 tho Jlrot laUoMl ot hotoa, waato4 to coaUDU tho out.­
ataa4tac cre4U to 0......, 1114 tbat othero 414 aot noll to 4o thh. a. 
toU that al tboucb tho J>ropool Uon ,..o aot llbl7 to 'bt acceptt4 'IV tba 
Oo..-o u ""»14 Dt'fortholooo 116ko tho •••lean record loolt 'bettor whoa 
conaldtraUoa h choa etter tho war to oottlo .. nt ot tho Otroaa 4t1tt. 
Bo a44t4 bowo ... r that bo cov.l4 DOt CQal'aatto that OtJ'11&117 ,..»14 rotuao to 
onh r tato tba arran.c-oat aor co»l4 bt -aatto wbtt CIIPlhl tho o0.....,0 
wo»l4 ooell: to aak:o ""t ot a coDUnatloa ot tho 8\andotlll or,._at. 
lto•eDakT l\a\e4 \here .,., ao queettoa ia hit or hie oolleacu.••' alD4a. liQ\ 
that tho OODt.-plate4 arran.c-o•t 414 ao t 'l'lOlato tbt J.,.tral1t7 Act otJoco 
1t 1D'I'ohe4 Mrol7 a roaowal ot aa 1a4obto4aou all4 ,... tor aa ordlaarr 
co•orcial traaoacUoa aa4 tbat co••O<i""•tl1 bt • u aot ultl~ tbt Gonra­
aMt to paoo oa tho lopl1t7 ot tba prOJ>Oaal. !bt roaooa ho ,... ~ tba 
taqulrr, ba oa14, ,... to aocor\ala tbo 4oolrablllt7 ot tbt propoaal ho 
aootloao4 troa n.e pciat ot .s .. ot tho Jodalahtratloa'o poUq. 

!bert -· • central 41tCt111lCZL ill an effort \o tllc1 t Nl \ be facta 
&D4 u cortalD tbt '!'&J'l.,.. aopocto ot tho probl•· !bt t7Po ot repl7 which 
Ronnolt7 ai&t>t lllto or ..mtcb lll&t>t coocoha'lll7 bo Dado • an 4lacuut4. !ho 
contoronco a4Jouno4 s-..uatel7 etter Ronaok:7 .,, tol4 tbtt tor tbt tlao 
bel~ bo ha4 choa t ho frOUUJ'7 all t ho tatoraatlon nto4a4 tor ito conol4ora­
tloa ot tho propcaal; that Ronqak:7 had coao to tho !ro&"'J'7 '1'0lutar117 
to 41ocuoo tbo Mttor obicb ,... "''Proclah4 117 tho troaaury, ~t that noth1QC 
t hat had occurro4 t buo tar waa to be coaotrut4 u h &ll7 ..., roatralDi~ tbt 
.AIIorlcaa baak:oro troa 4olnc whatner tho7 thoucl>t wao appropriate W>4or tho 
ctrcu.tucet . 

Utor llr. Ro•oa ok:7 lett 1t wao tho conaonouo that olaco Ro•o•ak:7 bt4 
aot r&loo4 &ll7 quooUoa ao to tho lop.ll\7 ot tho prOJ>Ooal, thoro ,... eo 
quoatloa tor tba froaouJ7 to cono14tr Uft4or SocUoa } ot tho JntralltT Act 
&ll4 t ho l'rool4ont'o le&lllatiollt oa Crt4lto to JolU&oroDh, aD4 that tho 
oolo quooUoa wao a pcltq queatlon relatl114 to latoraatlonal nlatlollo 
all4 a.,.trall\7 ..mtcb wu t or conol4eraUoll ~ tbt Prool4ont tho State 

DtJ>artaoa t . 

-
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ler? • r 21, 1939. 

!P? ... 

~IIDICWl'btt 

l'llWt 

I t.Al.b4 to c.ptaa llboa, eaan oaar.s 1.1a1- otts._. 

at t"- ....,. 'DipoZ1aoat, thi• ~ - t.olcl b1a U.t ,. """' · 

q,.it.e "ll1ll.1.QI to do ~ tile ....,. 111.1boc1111. til I"NI*t t.o t"­

CIItten, bot t"-t. it lad ~ ov =• I.. . MIll U..t CIII1T -

_.. to be oes!pwd to t"- llortll Atlatot.io petralJ tlllret- I 

bape4 til. W>alcl write .... llttar lltlt1ac tlls!r 111lblle. Be 

r.ported boot la.r tbot. tile ....,. 111• DOt wL Ill t.o Cift .., e.v 

~~- <lld DOt reel tlat, &I I Mttar Of Coartai,T, Ule,r 

ouebt - to llllce ~ ot "'• ~ bad ~ etot&d tbat 

it .. t"-1r ---. tlllt tbi,T ..... to Qap - ell~ 

.., &tAU• .., t"- - J.M., *1cb ~ - eddU1CNil cllet.roren 

t• ..u.t. Ilo n.. ot t"- oar!~ ot tile IIIBB ...S CAI:J'I8U. 

tbq -tad to ._.. - ... 1Ataopzetad .... 1Aitroclt1Cill. !IMv did 

D0t feel tllotr - & ri&trt to 8lb "V eqpatiCD to 'Uo 

.. tdl .. Secretal7 w-·· lett.or 1A t"- l1&bt ot tJIU, 

I oCDOlwlecl tbot. ,. ~ to 1Dkrpret .,.. iturtrw~Uoct 1o till -

... t"-t u. ....,. - 1Atarpret.ecl tlla1re. lti-·· ltttar ..,. tbtt 

"!1M PNIIS.d8rt. 11u 41ftOted tbot. - dttt.rqrart be dttpetcbed" ed 

aciQ •It 1a ,... etood u.t be 11u a1eo .u.r.ow tbat - eaan 

Claar.s fttien ... :u.a.t• to be &llstlold t.o tll1t - da1ir •• 

!td.e -to iltdioeM pretV plt1al;r tbtt it .. dtr!IP'I" to be. 

273 
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... ,. 
!Ot 

,.., .... ~ 
I ww to Cap\&in ~. eout 0urc1 "''- orn .... 

-~ the iftT Dope; I to, thi.a _,nUnc - told b1a t.la\ W _.. 

.-ua ..UU..C t.a da ~ the ~ 'Oitl>e4 'Oith n-s-t to the 

"'"''-'-• 11ort thet. n lad-...,....~ ... that. Clll7-

_.. "' ba ........ to the llortb !U.anuo pei.I'OlJ t.lanlon 1 

...,.. th• w'llld ft'it.a u a let ter et.e\111& !.heir w1...,., !a 

...,.._ baelt llitu t.llA the~ cll.d not .tit! to ct .. u U'll 

~· - cll.d DDt tael thl.t, •• a utter ot covtA11T, t.hq 

oa&bt ._ to Ml<a .._.no ol ,.., Thq had I1Jqll,j> otet.ed that 

U w.a their __ , t.llat t._,. wera to - p two de.atroran 

• at.eU... ., \be - laMa, '11111.., requirad two a<ld1t1onol cle.atror• n 

tw r&Uet. Ill n. ot tha ••• te ot the 8IIIJ end CAl!PBI!LL 

UloiJ' -ted \0 - - W 1at.al'p .. t.ed .,.. inltftCt1011&, ~ did 

eft he1. UloiJ' ...... ~ - - - _..u.. to .... 

.. •• ~ w-•e lattAr 1D t.ba l1.;llt ot t.hi.a, 

I ·-• ' p .-w ooocM to 1at.uprn .,.. iutrllotiane in t.1a -

._..\be\ \be ..., ... 1aterpnWo~ u..sn. w-·· lett.u aq~ u.t 

..... ldMD\ .... cl1raat.ed \bat. - d.aeUc~T•• .. deepetobed
0 

-

.... •u la v' at...r "*' be baa alae d1raot.ed t.tw.t too coa.at 

-.... .. ,__.. - Ubool• to ba .a.ancaad to t.hil - fvV. • 

ftd8 - t.a 111d1- pt"MV pl.a1nlT UtA it .. dalipwcl to ba • 

' 1' - ;) 
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I'Ball .Aaer1oan lmbaur, Parte 

10. I 209D ( IIIO'l'IOR OHJ:) 

nlTII September 21, 1939, 6 p .m. 

J'OR '1'HE TREASlJR% 

Yeaterd&T ReJDAUd vent before t he F1nanoe Co..tUee 

of the Ohaaber. !odaJ we had a telephone oonYereat1on 

V1th h1.a 1n vh1oh he told ue V1th eome uueeaent that the 

Ooaalthe had aalted h1.a to define Un1hd Bbt .. lave 

vhloh atfeoted purohea .. bJ Pranoe, to wh1oh he aa1d he 

had repl1edl 1 Caah and oarrr t or ner,th1ng exoept var 

mater1&le. Oaeh and don' t oarrr tor war material a. 1 He 

1nqU1 red wh ether or not t he daf1n1t1on wh1oh he had given 

to the Chaaber vaa oorraot, and he made epeo1t1o reterenoe 

to p&Jaenta vh1oh he had made reoentlJ tor aotora and 

plan .. • (END s&C'l'IOR OHJ:) 

BULLITT 
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Secretary of State, 

\'l.>shi.,gton . 

2095, 3eptO!:lber 

Ho told fLllnce 

GRAY 

PARIS 

Datod September 21 , 1939 

Roo ' d 7t20 p . m. 

21, 6 p , m, (SECTION TWO) 
(that?) 

cot!!l!li ttoo ~ while no credits 

nece,~ary for n~tion.e.l defense would be r31\:seJ r.aete 

f78 

and p1"oftt;~trin~ would bo vlgoNualy 3ur;..•estoc; p-ice 

<'ontr?l wo·lld b., strict. He do•orlbod th'l Treasury situn­

~ion us eminently s~ tisfnctory nne! s toted that s t nee 

I;cvu'nl>Or 1938 the gold reserves or tho So..tk of Prc.nco 

had increas~d by 533 t ons or moro than 2G ooo,ooo,ooo at 

pres~nt quotations . no sa id thllt aubseri.>' lono to 

Treanury bills continued slltisfnetor-J w1t't<'ut tbd necessity 

or r aising interest r~tes. currency T:1 tMra..-n tn prepara­

tion .'or th~ war e,.e:-rency is now b3: ng reabsorbed; w1 tb­

c1ra:~,.ls fr'"" st>v1ngs b!lnks hovo ttlro:.dy ceased. l'iberens 

euob snvings bank wi thdrnw!llS of Septombor a year ngo had 

totaled s ,ooo,ooo,ooo only ~,ooo,ooo,ooo had been withdrawn 

thi s yoar w1 th t he outbronk of war. He stated t hat the 

Trensury h as not yet drawn upon its advnnoo account of 

25, 000, 000, 000 f rancs at the Brunk of Frnnco (pl ense see 

telegram No . 1727, Septombor 2, 2 p .m. ) . He concluded 
. by 
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- 2- #2095 , Soptomber 21, 7t20 p, m, , from Par1a, 

by ompbo.a1z.l.ng too 1mportt>nc e ot mC~1n ttl1n1ng tho ooonom1o 

oot1v1 ty or the country <1t Q& high o.nd nonMl a leve l 

o.a poss1blo , 

(lillD S3CTIOll TWO) 

BULL ITT 
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BLS 

Secretary of Stato, 

\\ash1 ngton . 

GRAY 

PARIS 

Du~cd Sopto~ber 21 , 1939 

Rec 1d 7 :30p. m. 

2095, Septemi>or 21, 6 p . m. (SECTION THREE) 

Action na~ boon spoedior today in obtaining author­

izations fo>• forOiGD o xchango trana&ctiou and ~o wheels 

are t'lrning more smoothly. There rtore no chnntes 1n 

rates . 

A firm tone prevailed ~n the aueur1t1es market today 

w•th 'n increased volum& or businoas . 

llost rento issuos recorded gains but compored with 

yosterday' s elase che.ngos v;ore not 1rapor'"o.nt. 'tho 1c­

provem"nt 1s due in part to the tncrouoc. confid~nce i n­

spir<-1 t>y Re ynaud's ?.bovo d·>•cribO<! rosurt and t.'>~ unox.­

poct.d nnd subshntial 1mpro·•w•:1t !hOl'fl> in thu Bar.k of 

Franco sUt•m..nt of SopteClbur 14 pntlisb(.d today. 

Advenccs undor tho co~arcial portfolio decreased by 

2 , 000, 000, 000 francs indicating thnt banks had somewhat 

ovorostill>atod tM1r cash needs 1n tho early days of tlla 

war . Advancoe against soour1t1ea decreased by 68 , 000,000 

and thirty day advances decreased by 375, 000,000. Note 

circulation was down 1 , 140, 000,000 to a total of 

145, 000, 000, 000. 
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- 2- 12095, Soptombor 21 , 6 p . m. , from Paris. 

l45, 000, ooo, ooo. curr ... nt and d~poait accounts decreo.sod 

by 522, 000, 000 franca . Tho Treasury aooount incroose.d 

by 89, 000, 000 to a total of 908, 000,000. Tho ratio or 

gold cover increased from S8. 46% to 59 .05~ . 

(e~ 0~ ~SAGE) 

BULLITT 
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TREASURY DEPARTMENT :82 
INTER 0FF1CE COMMUNICATION 

~Ro~ 1. R. Pol-.,, Jr. 

llr . O'Coamell reports as f ollon oo to tho -tlllc 7ost.rda7 

at tho Depart.oo>t of J'Aotice .., tho c1rattiJ1c of p.-ico t1x1Dc lAciolaticou 

•In occardaDco rlth 7f1Ur 1Dotruct.1CIDll I 
o t teaded a -t1Dg thio afternooc at tho Depar-t 
of J~Utico. South Trhba of tho DopartMDt of 
c-reo ODd a llr. Dcmcho of tho Dopartact of Jeri­
culture 100ro present, ao • ell ao tho or dx Do~ 
.... t of Justice lav ora, 1Dclu41Da llr. Ropk:l.u. 

•.ta it • s oxpl&1De4 to .. , tho .l.ttorDey 
Oonoral baa directed t.bat a statuto bo prepared p.-orld­
i.Dc tor Qo....,..nt prico cODtrol olon& tho l1Dea 
o.ttoapted 'br M&DS of tho to ... r .let 4ur1Ds tho llorl4 
IIU. thoro •• p.-aetical.lJ" no 41scueaioD of tho pol107 
boh1Dd elld> o. otatuto, it boiJlc tho pooitiOD of llr. 
Roplt1Do that th07 haft an oee~t to orito tho 
otatuto oloq tho linea I haft !Mic&ted and o.ro not 
a t this U..O cODcorDed rlth tho broo.<lor queotiOD of 
poll OJ. I qreocl to "ooporo to 1D ctrarln& oWll> a 
.totuto, tho 8dn pro'bloo boi.D& that of oerii:1Dc O!'t 
adoq•to atoDdorda to CQido wbatoftr ada1Diotnt.tft 
1&.,07 1o clotho<! with tho tlmct.ioa of ada1Diotor1D& 
tho .let. Wo expect to -t ~ for tho DAXt t oo 
clqo ODd I rlll -p 7011 adrloed of 4onlo~to. • 
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Onted Septtmbtr 21 , 19~9 

Rto ' d 8 : :10 a .m. 

scorttnry of StatE, 

1 lo.shington. 

1?46, St ptrobrr 21 , 2 p . m. 

POR THE S'i:CRETARY OP TilE TREASUR'! PIIO!I BUTTER'IiORTB. 

Tht following message from t he c•.,nce:J c.,. . ..r thl 

Excht~\\er w~s r tcdvrd in a l tt ttr dMed Srptr:oiltr 20 

which arrivtd this morning: 

" I am very gratrful for thE information givtn in 

ycur mcaso.gE which I rtct1vtd this morning. Your 

promisE to s r nd in future thio typt of 1nfnrmat1on 

whenever you think it of intercet is \.toot h elpful to 

me . I v11ll not fail ~o ltt you \<nOW in future if I 

havt a.ny suggrst~cn• ~-<' Jr.al<e aa to po~.nts on which 1:'1-

formation ~ould bE usEful · " 

HPD 
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81.8 

AIIEXBASSY 

LONDON 

1031. 

TELEXlRAll SENT 

ORAY 

September 21, 1939 

8 p . m. 

PROII '!BE SECRETARY OF THE TRUSORY. 

284 

Wi th reference to cablegram no . 1746, September 21, 

2 p . m. , from Butterworth, you are requested to com­

muni ca te the follom ng i nformation to the Chancellor 

ot the Exchequer: 

"For e i gn sterling sales in the New York market 

today totaled approximately 0400, 000 wh i ch were readily 

abeorbed i n small amounts by commercial demand . Offers 

originated cainly from Europe and the Far East . .U.Sterd8JD, 

which heretof ore bas been a constant seller, today offered 

no s terll.ng. One buying order !rom SWl tzerlam for 

ster ling could n ot be executed in late trading. • 

EA t FL tEB 

0 3V I.D Jll 

l"JIIIMi.l!l ~lt!lb.l!IT 
l""~~t .... ·..WO .............. 

HULL 
( FL ) 
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Secretary of Stntc, 

Vhshington. 

~LAlli 

London 

Dated September 21, 1939 

Rtc 1d 1 :15 p.m. 

1757, September 21, 6 p.c . 

F~R TREASURY FROI' BUTTER:70RT1l . 

'.~1th reference to"'!' 1701, Stntcmber 18, 6 p, , , the 

folloVJl.ng article b:r thE City l l'itor in tc:.<''ly ' o Tl!! ES ia 

pntEntly inopl.rcd ~nd 1n thin scn•e .,ny bt ~f intertct : 

?85 

"The vinl th~t continuous dtprecint i on of sttrllng in 

NtVJ York an l other foreign centres 1s likely :md that the 

nuthorl.ti en ahould ~t all costs toke steps to avoid ouch a 

contingency in view of the effEct it would have on the 

S"-le~ of forEi gn exchancit to thE Treosury , is one not 

gentrnlly held in London ban!dng circles . On the contrary 

the optnion i s freely expreosed that 1t i s much more likely 

th~t r ates nbrond will gradual ly tend to npproxi~te to the 

offici~l rutt in London . Nov thct the first gust of sales 

of st rrling by fore i gn o\fnero flho were prepared to accept 

such lol'l r ntes :~s thocr rEcently current nbrond hss passed 

stErling alrencly hoo n stencll. rr nppenrance , In tie" York 

duri ng the lnst fn; dayn the rate h"a fluctuntrd 17ith1n 

r tlntively nnroo~ limite in the neighborhood of 

$3. 90-3, 91 o~opored with ~3 .75 to ~hl.ch it fell cot week. 
Thcr.: 
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-2- #1757, Scptcnbcr 21, 6 p.m. , from London, 

There would ln fact appear to be l1ttl£ prospect that any 

opprcoi oblc quant1t1ts o1' st<rl1ns arc likely to be 

ovoilnblc for sole obr oad, For one thing both imports 

ond exports ore strictly controlled by the outhori t lcs l n 

London whilE to o.n lncrcnslng utent l ntcrnotlonal trade 

moy be flnonccd ln foreign currcnolca l n place or sterling, 

This would mcon thot the amount ot tree sterling thct 

could be offered nbrood uould be so omo.ll th~t ony nttcnpt 

at lorsc a cole speculative attnckn on the pound could be 

coolly dtolt wi th by thc outhorl tlca . Thcec oonaidcro.tions 

lco.vc out of nccount the poss ibili ty or ooti~n by the 

United Stntcs Oovtrnment flbicb has been hinted ot by our 

Ncv1 York oorrcspondcnt ," 

KENNEDY 

• 

Regraded Unclassified
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