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:Jephllber 22, 11118 

11r dear Air. l'roel~ntt 

P1ret MJ I o:Rnd t o JOU 11J 'NIT M-"1-
oat oonsratuiat101lo Oil Jour great ••-ce to 
Congro.. JOotor4q. 

Boo0114 I .. 1neloo1ns borewnh a oUPJIUir 
troa tlle 11 .. :lon Trl-.o 1n re&Q'd t o storUJIC. 
ror Ulo -t ,. ban tbo -uor 1n baad, ttw•o 
to tbo ~1o1t7 Wllob I pn 1t ~heM preoa. 

!b11'G17, I - aot at all MPPT OYWJ" tM _, 
t.bo rocteNJ. Reooi"'"' hae 'been han41J.IIIr tM Clo;ora 
•nt bolld .not &114 1t lt does not otra lf!htoa n­
eolf out II¥ lolond&J, wlth 70Ul" appcoual and M.akl~~g 
I propoeo t o take onr tho ••oluo1Ye baa411nc of 
tho Gon..-nt bon4 .not. 

XOUJ"'I 11noorel7, 

1 
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Jeptetllber 22 , 19;59 

~ dOIU' l:r. Proo1~nt 1 

f"lrot , lllll1 I e;ctl!nd t o you ~ nry heart1-
eot OOftb'TAtulat1ona on your great oeesage to 
~ongrea~ yeeteJ'da¥. 

!leoond, I wo 1 nolo IIi ng herew:t th a ol1ppl!lg 
tron t he tlf'w York ~ll:JuNI 1n regaroi t o J terl1ng. 
For t!\11 nooent we h:t.n the u tter in hnnd, t~ 
to t ho publ1o1ty ..tlloh I go'"' 1t throut.b t ho preaR. 

Thln'll.)' , I am not o t al l bt\pll) o••r t ho 11111 
th01 !"ederel Remern baa been handllng tho rra.em­
cent bond QQJ'ke t and 1f 1t doee not otr n l r,hten it­
Dol t out by l:ondiiJI , with your .sppzoooral and bacltlng 
I propoo" t o take onr t he exolua1•fl honc111 ng of 
t ho uOVOrl\l:wlnt bond market . 

1'be Preei~nt, 

The 111•1 te l!ouae . 

Xour o o1ncorel.)' , 

, 

2 

Regraded Unclassified



Storks Tend 
Hi;:h~>r Whi~ 
Volume DiJI• 
... -.-.... ......... ~ . ... , ......... .,, .... ... ""' ..... ..... 
Kr,..•f of •:.1~ 
h t-lhunl l• !'lt't"f'' 

~=; . ::: ... :;: --- ---
1~~~~~~~·~~~~~ ------; ·=·= 

--:s;~~.~~ 

Regraded Unclassified



• 

PRESENT: 

Dr. Randolph Burgeeo 
Mr. Harold Smith 
l·lr . llal ter Stewart 
Mr. Daniel Bell 
Mr . John Hanes 
Hre. Kloh 

September 22, 1939 
10:20 a. m. 

IDI ,Jr: Just f or the record, What ltlnd ot an 
agree~ent - - ( to Walter Stewart: Thie ie a matter ot 
poli cr and I want your advi ce. ) -- What ki nd ot a 
record have we trom the Fed. tha t ther were going 
to stay out ot t he oarket? 

Burgeee: Not hing . After Dan and I went over 
there we haven't heard anyth1n$ directly trom the Fed . 

Stewart: You only knew t hey were out yesterday 
by George Harrison? 

W{•fr: llhat I mean, should I co.ll up and say, 
"Why you let us know when you go baok in1 t 
Or should I do nothingt 

Stewart: I t hink rou should do some thing. I 
euggeet BUrgees ••• •• • 

.!!!!ill= It ought t o come t hrough regular channels. 

Stewart: I think you could give Randolph a steer 
as to bow rou would like him to handle it. But what's 
the present etatus ot our intormat1ont lie onlr know 
tram the ~rkett We are s till not advieedt 

Burgees: We know trom the New York bank. 

Stewart: J'rom the New York bank. Yeah. ll'e don't 
know anything about magnitude. 

(Mr. Hanes oame in at t hie point.) 

4 
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HX Jr: fhU pow- wov 1a on thla; we han Just 
leern~m Hadle:r that tbe Fed. 1e haolt 1n the market 
bu)'1ng bonda, I vant aome adrtoe vbat to do. Randolph 
1e really upeet l (Burgees laughed at tb1e remark.) 

And t'ortunatel:r I reel vell thla mom1ng eo I am 
not-- I Juet don't want to do an)'tb1ng halt-cocked. 
We are Juat a1tt1ng here d1scusa1ng vbat lhculd ve do 
1n relation to t he Federal Reeern Board 1n Vaah1.ngton. 
I would l1lte eome advice. !here vas ertdentl:r no 
official notice to ue that tbe:r vere going to eta:r 
out of tbe market. 

Bell: I think for t hat record you ought to aa:r 
that ~urgeea and I vent over there three days ago 
to auggeat to them that ve wanted to conaider financing 
and that :rou could not do tinanc1ng without them being 
out of the market and that 1e about all that vaa said, 
and then after ve left Harriaon and Allan Sprou.l toolt 
1t up over there and urged that the Board get out of 
the aarltet and that vae vben the .ote vae taken, ae ve 
get 1t trom the other end, but ve didn't bear directl:r 
trom the Board that theyvould be out ot the market or 
what plana they vere adopting for staying out of the 
market. 

IDI Jr: .Ueo tor t.be record, :reaterda:r I talked to 
George Aarrieon • •• •••• 

(.t.t th1e point 8ecretar:r apoke on telephone to 
George Harrison and record of convereat1on 
follova:) 
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HM,Jr: Tble ia vbat ia running through my mi nd, 
gent lemen. For the moment I have a little bit of 
reserve strength. Bather the.n call up Ecolea and 
get into an hour' e argwoent and l o ae 1:11 temper, 
I am going to aalt you people to draft a letter in 
which ve want to point out f1rat -- thU ie Vbat I 
u thinking - that the 'i'reaeury ie reeponeible fo.r 
the financing and the raising of the mona)'. ~s is 
the va)' I am thinking, not saying -thia is how I 110uld 
like you to do it, I am no t dictating. Second) thAt 
I am not at all satisfied wi th the way the Federal 
Reserve baa handled the thing, and third, here we 
were under tho impression, right or wrong , that they 
were going t o atay out of the market and without &nJ 
notice to ue of any kind they have gone back in, 
and that after all, no matter Vbo handlee it, whether 
they handle it or I handle i t , ve muat have better 
lilllaon, and I think the least Hr. Eeolea could do 
would be, "llbere he baa been handling it, to arrange 
to let ce know. 

And lay it down and write a ver)' careful let ter 
and put 1t in a letter rather than have me call him 
up . One ot us v1ll end up l .o t 1ng our temper and 
that just burna up my energy. 

1-lhat do you think, Johnny, or doing it that way? 

~: In order to get the t hing cryst~ed as 
eoon as ~• can -- I am contused to know Vbo has the 
author1tJ. Where does the authorit)' reat on the 
final analysis! Have ve got an7 control over the 
Federal ljeaerve or their policy a 11 allt 

w{·{r: No , no. None. It'vould go to the 
Pres1 en • 

Hanes : I vaa going to suggest , 1t seems to me 
the ~18 important enough, we lay i t before the 
Preei dent and aay, "Here , there ie auch a vide 
divergence of opinion ve can't get together.• And 
I know down in m)' heart-- I know he' a deatro)'ing 
this raa.rket. I th1nk it'e ser1oue enough .... .". 

Smith: On the control it'e ver)' detin1tel)' 
over there. 

G 
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Burgess: To buy Government securities. 

Hanes: I like your suggestion of getting in the 
recor~t exaotly where we stand. 

F!M J r: That' e what I th1nlt. I lll:l goi ng to ask. 
you relfows to do thle; could you go someWhere and 
talk it over? I reel th1s is eutrlciently important 
that you, Walt er, should s1t 1n on 1t: Th1e 1s policy, 
question or how we are going to handle the bond market and I think it's pretty important. 

Smith: ~ith your oeraieeion. You couldn' t keep 
me ~utrryou Will let ce . 

Hl·l J r: I am telling you ( Stet1art) to help me on 
how t~vernment should handle the Government bond market. 1/ho sa i d it 's the Federal Reserve's 
responsib1li ty? 

Smith: The decision as to what t here i e to do 
is a l!eo1Bion to be oade by the Open Harket Col'lmittee. 
The Government bond market is not assi gned to anybody. Nobody 18 charged wi th the reoponeibility with control 
maintaining t he market , 

Bell: It's really a publlo debt matter and the 
Secretary has the financing reeponaibillty. It seems 
to me a Treasury function to complete that because 
it has such an important bearing on the financing 
problems we are confronted with . I t~ink the line 
ought to be specifically drawn. 

Stewart: Complete alteration of everything that ve have has been ooneerved as an open oarket operation. 

RY. ,tr: Doeo anybody think I ehould call Eccles on the _ ne? 

Burs;ess: No, I cert ainly do not . 

Sml th: No, alr . 

~: No, air . 

H!{ , Jr: You talk it over, 
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Bell: I question t he letter also a little. 
Let's~nk tha t over. 

HI~ , Jr: So you people know everything - I wrote 
n letter t o the President this morning whioh I asked 
them to give him a t his breakfast time. I wrote 
him to congratulate him on his speech and then I 
said, "I want you to know I am not a t all satisfied 
the way the Federal Reserve ia handling the Govern­
ment bond marltet and 1f by ~londay it doesn • t straighten 
itself out, with your approval and backing I want 
exclusive handl i ng of the Governnent bond market .• 
He got t hat this morning. 

~: That ::>eets my suggestio!~' exactly. 

HI-! Jr: I said , "lii t h your approval and backing 
I want i he exclusive handling or t he Government bond 
market.• Because I didn't want hi m to Jump me at 
Cabine t in rront or everybody t he r e - Jack Garner. 
·~thy don't you do i t•? Get into a l ong argu.'!lent. 
I vant the Presi dent to know-- I haven't bot hered 
him-- th~t i t isn't mine . The Fed. hns been handling 
it and I thought it was time to let him know that. 
\·lhether he called J.!arri ner on the phone and Jumped 
on !l.arr1ner and tha t ' s What started 1 t ott - - that's 
what might have happened, But just so you know every­
t hing , I did do that this morning. 

I wanted to lay the ground so I could walk into 
the President on l-!onday and eay, •Wall now Boas, wi th 
you r approval and backing I want to handle it but I 
can't do it unless you give it to mo .• With that 1n 
mi nd -- we haven't got his a~proval and backing yet - ­
you might dratt a letter and before sending 1t I 
mi~ht aek him to read it. There's an idea! So that 
I wouldn 1 t be going orr on the end or a 11mb and I 
might get him to read the letter and say, "This is 
What I am going to send to Eccles, but before I send 
1t I want to know it it's O.K.• I could get him to 
read it this morning. 

Bur~ess: I sugges t t he secretary give us a 
couple o paragraphs of what you dlotated. 

8 
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HK,Jr: No , you haYe enough. 

We can forget about Sterling. Sterling ia all 
right. 

It I write him t he President had better aee the 
letter before it goes ott so I am sure, beoauae I 
oan 1 t take thia away unleae the President eaya, "I 
want Henry to do this.• He baa to say that, doesn' t 
he' 

Burgess: Or it could be mutual agreement. 

RY&iJr: I don't know hov you (Burgees) feel 
phyeic y but I can't do it. 

Smith: You oean mutual agreement vith Ecolest 

m~ . Jr: I Just can't do it. What's the uae. 
We gc in and if we de it ve tell them at the end ot 
the day we bought •x• million dollars worth ot bonds 
or aold •x• million dollars worth ct bonds and you 
can bave halt ot it 1f you vant it. 

Burgess: Right . 

9 
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Bept.bv a, 11118. 

Dear Mr. Beoretarya 

I bel to tranait herewith OOP7 ot a report which I han 

asked Mr. Knoke to prepare concern1ne the eYenta 1ead1ng up to and 

1111111ediately tollowiDg the relea .. to the aarket on filursday, Septft­

ber 1•, 19!9, or eerta1D 1ntoraat1on coneerntns the ott1cial Britieb 

bQJiD( rate tor sterli:n&· I u aleo sanding this report to the 

Board or Qoyemora ot the Federal BeaerYe Syat .. with a ablilar 

coYertng letter. 

Stnce ., return to Mew !ork yeaterday, atter ., ebaenoe 

1n WealWI&ton Mondq, tueadq and Wednead&)', I han tnteniewed 

each aember ot the Foreign Exchange Coamtttee 1n order that each 

one ot th• atght tarnteb to ae a 11at ot their tranaacttona ia 

aterl1D& troa the tiae that the notice wa• ttrat del1Yered to 

Mr. Loree, Cbairaan ot the Poreip lxcbance C~ttee, uat11 atter 

the caoancMant ... re1eaaecl on tha Dow, Joa .. tiCker - tha1; ta, 

betweaa aaoo p.a. and Jla51 p.a. Bach ••ber ot the ec-ittee was 

glad to aYail biaaalt ot tha opportunit.J to g1Ye aa the coaplete 

tranaortpt ot hie tnatttut1cm' • traneaot1ona ill aterlill& onr the 

period 1n queatton. llr. Knoke baa elWlilled each one ot the .. 

docuaeDU and haa adrtaed aae that they dMonetrate that there 

waa no abuae ot the 1ntoraat1on oonyqed, and apecit1call7 

that there were no ape011lat1n parohaaea ot ater11nl 1n the 

illtenal ill qaeattcz tor aOOOUDt ot • ., cze ot the 11lat1tati~ 
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_..__ ..... - ..... .,. lloqllltbaa, •ta~. 

1.Dftlft4o IIQF ot tale 111.Ri\11UOIUI --- bad DO parabaNa ot 
atel'11111 n.tner 1ll tb1JI pv1o4. TboN that did ban - 11Uoh 

tranaaotioua, b&Ye -rined to ua to our -plate aat1afact1011 

II 

that th17 were noraal aD4 lqitiaate tranaact1one ll'owiDc out of 

duanda of cu1toaer1 or correlpODdenta. Indeed, 8'1'en theM tranMc­

t1ona were relatively 1Daicniticant 1ll naaber and uount. 

In thia connection, I would like to aention that the 

J.l'orei1n Bxcbanl• eo..tttee at ita first aeetiDg on J.usuat 28, l9SI, 

agread 1D the 11lteraat of aD orderl:r II&J'ket not to transact IID7 

speeulat1Ya toraig.n exeh•nca operations. In the eircaastencea, I 

was eartaiJI that no such apecul&ti'l'e tranaaetlons had been eonaua­

•ated. I u glad to adtlae 7011 that the recorda contirlll that 

opinion. 

Bon. BeD17 llorcenthau, :Ir., 
Secretar:r or the !TNaur:r, 
Traaaur:r Departaent, 
Waah1Dgton, D. C. 

Enc. 

l ... 

J.l'a1thtull7 yours, 

'i{~ 
• 

\!Y ) II 
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Oolltrol or the toretcn a:chans e market 1.n Lon4on na 
adopted b)' Great Britain, ea a war time measure, on Sept•ber ~. 

.· 

On Sept•ber !1, 19~9 the Britil!b control established •otncial" 
( that is rates at which the control, or its authorir;ed agenta, 

would buy and sell foreign exchange in the London market) tor nine 
tor aisn currencies, iocluc:lin& the Onited States dollar. Tbe rate 
tor the latter was fixed at 4.. 02 buying (tbe control when bwiog 
sterling would pq $4..02 tor £1) and 4..06 selling (the control 11ben 

sterling would sell £1 tor $4..06). The control did not bind 
boweYer, to continue these •official• rates tor any fixed 

period nor to satisfY all d•mda at these rates at any time. .ls 

1 

as the dollar quotation was conoemed, the queation of the control I e 
·~~"'Saess to bu.y sterl1og (aell dollars) et 4..02 was ot no iaaediate 
im'DOlt'tllllCe ioaamuch u sterling continued, tor a number of days, to 

e quot ec1 here aboYe the London •ot'ti cial• sell1og rate tor dollars 
02. The rqe at llew York from Sept•ber 5 to Sept•ber 12 was f.Oe 

f.OII, With teirl7 substantial business bei.ng transacted within thia 
• Onl7 1o late dealiogs of tbe attemoon ot Wedoesdq, Sept•ber 
all lllropem markets were closed, did the sterling rate drop below 

reaching 4.. 00 at 4aa38 o•aloclt p.m. and closing at ~.99 !1/8 bid to 
offered at !1:00 o•aloclc p.a. 'l'hia did not cauee &DT aerioua 
or diaturbmoe, how ... er, because the eaaing ot the rate could 

10aabl7 be aacribed to the taot tbat the control was operating 
in the London market, which had closed tor tba d17. 

• 

On s.t.-er U aterlinc opened 1o In Yorlt (9:10 o 1 cloclt 
In tol'll: tiaeJ 2110 o• oloclc p.a. Lcmdon time) at 4..00 offered, 

--~~ 
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uab111Ce4 rro. the prenoua oloaiJIC. At lh8& o•olock a.a. the t1r at 

Nle ... .rteote4 at &.W7 l/8, tollowecl at 11141> o'clock a.a. b)" a 

Nla at 15.W7 &/8. At lOalO o•clodr a.a. atarlinc wu ot1'ere4 at &.118. 

At 10120 o •clook a.a. bualnaaa was dona at 3. 92. At 10:30 o t olock 

a.a. it waa 15.88 15/ • oa the bid aida; at 10:45 o'clock a.a. 15. 90 bid. 

llaaa'lhila at about 101150 o•olodr a.a. Mr. Lochhead ot the TraatuJT 

Oepartmaat and I discuaaed the situation on the telephone. Mr. Lochhead 

I try to gat eoma in1'ormation from Mr. Bolton at the 

Bank of &!gland coocaminc the break in sterling and the oparatiou 

of tba British oootrol in the clrcuaatiDcaa. I talked to Mr. Bo,ltoa, 

by telephone, at 10:45 a . a. and I reported the substance ot 11fT con­

versation to Mr. Lochhead at about 111~ o'clock a.m. after the trana­

cript of ay tali: With Mr. Bolton bad balD typed and cbeclted and after 

I had retumed from aa 11 o'clock conteraaca in the bank. I wu 

impressed, at the time, that the most important part of Mr. Bolton• a 

co11111eot to on was that all American d•aads tor dollars would be 

sat1s1'iad, at the control• s selling price (4.02) in the London aarltet, 

t the d-d arose troa the sale of pre-war sterling balances or from 

sale of the sterling procaad.s of currant trade With the Brltiah 

Attar etarling bad continued to decline 1\lrthar, and a fter 

•-ad to haYe reached at least a tmporaJT bottoa at 3. 7'1 

121011 ad &lain at 12alll o • clock p.a. , I put in a second call tor 

Bo1ton at tbe Bank o1' Jb&land. Bef ore I was oannactad With 

Bolton I apolta to Mr. Lochhead at the Treas1u7, told b1a that 

put in the call and diacu .. ad With hi• the ad•ilab111ty of tJTilll 

1.t the British to 111thorl&a us to coo•a.r to our ll&J'ket the 

(about dollars bainc uatlabla t o Aaar1c•a uodar certain 
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o1a -••••-' tho 401 pnoo) *ab Ill'. Boltoa hell 11•• to • 
... uor Sal *bo dq. lloUa llro J.o&bood and I tolt that 1t ~4 bo 

halpflll to 011'017'11odf ill our autt.t, 11114 p1'011'eot aoodlua aaol'lftoo 

ot uart.caa bol41DI• ot ne1'11Dc, 1t thh illtonat1oa ~4 ba 11•• 

I WU oODDaoted Gth J.oadoo at 1125 p . a . and ftn18bed ~ 

con•eraation With Ill'. Bolton at a'bout ltZO o 'clock p.a. Ill tbo 

course ot this oon•eraation llr. Bolton 11reed that it would ba ot balp 

t o the aarltet it a biDt ware dropped to our 11arltet to the affect that 

tor dollar uctumge would be aatiatied in the J.oadon 

IDarket, at tbe rate ot •.02, it such dcands repreaented the liquida­

tion or Allerican omed pre-war starliDI balancoa or of the storlilll 

procooda ot C!Urrant tra4a traaaaet1oaa With tho Br1t1ab l!llopira. In 
order to a•oid m:r poaaibla aimndaratandlng I repeated to llr. Bolton 
his co•ant aa I ba4 taken it down 1n pancU wb.1l1t he apolta, and ba 

confil'lled it. lb' report on both telephone comaraati ona with the 
Bank ot lllclan4, oa Sapt•bar 1•, llbJ.cb was aa UIUal 1ant to tho 

Trt1a11117 Dtlpartll•t tho .... da;r, 1a attached. 

Bet•- laZO o 1oloolt p.a. and 11115 o'clock p.a. the trana- · 

aocond telephone oon•araation with Ill'. Bolton wu typed 

111th tho tranaoript batoro ao I dictated to ~ aocret017 

tom ot noUco about atorliDC dealiDCa in London to ba chan to 

•:rk.tJ I t.aotidol7 put ill a call tor Ill'. Locbboa4 at tu Trea11117, 

Ida a outliDo of., •-•4 ODD?oraation with llr. Bolton and apolto 
b.1a aboiR tho not;loo to be chan to tbia aarltet wb.ioh I aaid I waa 

to Ill'. J.oHO, Chainan ot tho Poroicn bchanco eo-tttu. 

rar other aotbo4 
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of rel•••· AI I waa talkilll to Mr. Lochhead, at about 111111 o'clock 
P'--• u.e oell wu inhi'I'Up\ed and Secretarr lloJ'Ienthtu cue oa tho 
111re. J 41-aled the stel'linl aal'ket With b.iaJ I aho aentioaed the 
notice about stnlill& dealilll• in London which I aaid • • won &hi~ 
to the ... Iol'lc aal'lcet thii'OIIIh the chaiman of the Foreign lxchmge 
Comaittee, recently aet up bT the lew Yo:ric fore1&n exchmge aal'lcet 
at our qgeation. In reply to his que stion I eXPlained brio~ 

and bow, through it, we eXPected to be able 
to coamnmicate infol"'llat1on to tba foreign exchange mal'lcet aore proaptl7 
and· ntb coapleter OOTaraga than in the past When, aa he 1m .. , we 
ouraelTes had had to telephone to a consider able nuaber of banks in 
order to conTey meaaagea which we had been asked to get to t h e market. 
!his &roup of banks !11th which we had had to communicate 1n the past 
was unaToidably only a Sllall fraction of t he banks and dealers engaged 
i .n tba foreign excbang e busineaa. (Incidmtall:y, it might be aentioned 
here that it waa partly to aToid this old oumberaome and necessarily 
Halted aethod of &llttill& n .. a to the aarlcet t hat t he For eign Exchange 

ttee waa orac1zed nth repreaentatiTea' of each &roup of 1nst1tu­
exohange bueineas. ) Attar .., tallc nth 

Secretarr I telephoned the cbairaen of t he Foreign Exchange Co-ittee 
ask b.1a to be prepared to reoe1Te a notice about foreign exchange 

a .. u...,,.a 1D London wbioh I waa aendilll to h111J u be was out to lunch, 
a request tha\ be call •• ta.ed1atel7 upon Ilia return. 117 

180:retaJror banded the notice to a Federal Rosene bank aoasenger at 
before 2100 o'clock P••· !11th 1natructiona that it be taken to 

Loree' 1 oft1oe ta.edlatelJ. I reoeiTed a telephone call troa 
Lor ee at a fft ainut .. attn 2 o'olock p.a. Be aaid he had Just 
mad to bia 4elk and bad been handed ., notice 'lhich be • •• ICiDI 
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w 1-' oat w tbe •ane\ rtcbt aft7. At the tuae I e111t the 
"'1" w ll.r. Lo .... I bad aot g1Yea a \bought \o the po .. 1b111t7 
of aa anaounc•111t on \he news ticker; I asiiUiled that the chair­
.., of the For el1n &uh ... e ec-ittaa -.,uld t..ediately not1t)', 
by telephone, thoae benlte, baakera end atook houses repres111ted 
on the co~ttee aad t hat these reprasl!ltet1Yes, 1n tum, woul4 
oal1 all ot the others 1n their groupe. Thua, as I had earlier 
told the Secre\ar,, we would coyer a INch larger nu.bar ot tactora 
in ltbe foreign exchange market 11bareas, 1n the past, we had ball! 
able to reach, pro11ptl)', onl)' 20-o4d banks. At no time during 
an)' of these con•er~ations did an)'oae m111t1on using the tiolcar 
aa a aaans ot r elease or suggest aay other method ot releaae than 
the Foreign Exchange Committee 'llbich, troe the outaet, I had 
a uuaad would be the best 11ed1u. ot release. Thia, tor me, waa 
a natural asSUIIption 1n rte• of the tact that t h e Bank ot Ebcland 
had not, as I un4eratood it, suggested a formal official raleaae 
and I certa1nl.1 h ad lett th• under the 111preaa1on that, as I put 
it on the telephone, I would drop a hint to the aarlcet . 

X..ediatal)' attar speaking with Jtr. Loree I want into 

l S 

the meeting of the Board oL Directors ot the Federal ResarYa Bank ot 
1 .. Yon; batwe111 21ZO and 2150 o•cloall: P••· I recaiYed two aesa-ses, 
1n the board I'OOIIJ oae rro. ., aecretar,, atatinc t hat at arline waa 
11.91, the other (t~ the cbaimm of the Foreign !xchange Coallittaa) 

that the 11arlce\ bad beaa not1t1ed aad t hat sterling • u about 
After the board meeting, that ia attar 15120 o'clock P••·• I 
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e 
got .llr. Loehhead on the telephone and diac:uaaed the aterUnc •arket 
with b1a 1D .ame detail. 

At 4:30 o'clock p.m., Secreta!')' .llorgenthau• s telephone 
messce c•• through 1n the office of .llr. Harrison, Preaid.,t of 
the Federal BeserTe Bank of lin York and I leamed, tor t he fi rst 
tue, that the Secretal'1 waa disturbed about what bad been done 1D 

11 

London and here. In the cour se of the conversation, Secretary llorg entbau 
spoke of a gap of alllost an hour bete eeo the time (1: 55 o• clodc p.m.) 
when I had told him of the notice Which • e ware giving out to the 
market, and the time that he thought the notice appeared on the Doe 
Jones nn a ticker (2: 50 o ' clock p. m.). 

Upon retumillg to my office a little before 5 o ' clodc p.m. 
called llr. Lor ee. I requested him to check with the Dow Jonas 

service and to let me know at wbat time it had put t he message on 
its news tickers; I also a sked him to deacribe to me the steps be 
had taken between 2 o• clock p . m., eben llfl notice reached bia, and the 
time the message appeared on the ticker. Be called me back a little 
later to tell 111e that, . accordi.ag to llr . Harrower of t h e Doe Jones 
service, the notice bad gone out on the Dow Jonas news tickers at 
2:40 o 1 cl.ock P••· Be said that, t..aediately on receipt of the copy 

the notice (at a few minutes atter 2:00 o • clock p. m.) be started 
telephone to the eight other •-bars of the Foreign Exchange 

ttee, reading the notice t o them and asking them 11111Ded1ately 
each ••bar ot the group llhicb the)" r epr eseoted on the 

llhen he gave the meaaqe to llr. Sidney J. Weinberg of 
Sacha It Co. , he asked him bow be proposed to reach the ve!')' 

e number of stock exchange firms, which he rapreseot a on t he 
ttee, llld llr. We1nberg succested that be (.llr . Weinberz ) shoul.d 
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11" ...... Ucker tor tbu pupoaa. 'fo tbia llr. Loree .. ....._ 
llr. Wt!ID!Iell tber.upaa b84 11•• tbo ••••-.• to the Dow J'on .. ••moo 
u -.u 8180 o•oloolt •·•· 'rbo Dow J'oo .... moo bad ebo«ed bull 
with llr. Loree aa obail'IIOD ot tbo ForoJ.&a lxebiDI• c-tttoo mil put 
tho DOtioo oat at 11140 o•oloolt P••• (-.r. Woi.Dboq, 1D a l.ttor to 
.llr. Barrieoa ot Sept•ber 21, stat .. that tbo notice waa ginn to 
tho ticker aonico aroan4 JhU p.a. • 1 and it appeared on tho nwa 
ticker at 2151 P••• •; Dow Jones now agree that the time or eppearanoa 
was actually 81&1. P••· ) Jlr. Loree has s1Dco, at llr. Barr1aon•a 
request, writt111 a letter to llr. Harrison setting rorth uactl7 mat 
he had clone, a oopy ot which 1s attached. In this latter llr. Lor" 
states that it nner occurred to h1a that the notice pr epared by •• 
mould be ginn out i•td1atel7 to the newapapers or to the newa 
.->.c:&e'r aernce but that he considered it bia duty to gat tho report 
<Urec:1:l:Y to tho t'ore1gn exchange aarket aa rapidl:r as poaaiblo. 

Botore loartng a:r ort1ce t'or tho dq at 611!0 o'clock P·•· 
called .llr. Loobboad at tho 1'reaaury and passed on to h1a the 

tnJ~or-1~1ce wtliob tbo chaina111 or the Foreign BxchiUII• eo..ittoe had 

• 
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f'WO.RAL U-IIW& aANIC 
Ofl HEW YOM 17 

FFICE CORRESPONDENCE DAnr September 14, 1939 
au10.1acn TELEPHONE CONVERSATION WITH 

BANK Of' ENGLAND 

I called ~r. Bolton a t 10:45 a .m. to keep him posted on 
the sterli ng quotation. Sterling was down to 3.89 1/2, I sa id , not 
due to heavy offerings but entirely because of tho a bsence of buyers . 
Bolt~n r eferrod to recent selling in our market by European central 

b•nks; I ~nswered that I assumed tha t these would cease coming to 
us no~ that our r a te had dropped below the 4 . 02 level quoted by the 
British control. Bolton replied that such orders received in our 

·a rkct must be transactions tn which tho Brittsh control was not 
L'\terested . To wlult extent did they buy s t 4. 02, I a sked? He 

replied tha t the Bri tish control was r efusin& exchange against 
certAin demands but had not agreed upon any principle under which 
they would give exchange to all comers . If South America, I asked, 
~·nted to buy dollars in London against old sterling balances, would 
they get the exchange? They had not come to any def ini te decis ion 

Bolt on roplled . Vlasn • t, tllen, 4.0ll a limited rate? Not to 
everybody, he replied , al l America n dem~ds for exchange being 
••tlsfied if lt was a dem~d against pre-war sterling ba lances or 
~tia inst current trade wi th the British Empire. There were a great 
m•ny other tronsRcti ons which they hsd to refuse. How many dollArs 

the contr ol would ~~ve to sell to put the market stra ight, 
s1y beck to 4.00? So far , I repea ted, the vol~e 1n our ~rket had 
bePn insign i f icant. Whe ther $1,000,000 would do tho trick I did not 
know; nobody could answer that, only nn Actual t est would show. If 
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DATE Septeaber 14 , 1939 

SUIIJccn TELEPROIIE CQHVERSATION !In! 

!lANK Of' ENGLAND. 

2 . 

we should (lga in get selling orders for sterling s imtlnr to those 

r~celved recently, $1,000,000 would surely not be enough. Meanwhile 

our murk at 1 s rene t i on to this break in the s t erling r '' te was a 

feel ing or disturbance and nervousness . "They bad no reason to reel 

a t a ll; they would have all the exchange t....,ey r equired, " 

r eplied. 

Whit t was the answer to the followlng s1tULt1on "nlch had 

::risen in this mcrket? As a result of c cotton deal done by a cotton 

house in New York wi th Egypt , the Egyptinn p1rty to the contract ~d 

been called upon to f urnish additional mar gin. The Egyptian had 

replied tha t he could not get dolla r s in Cairo . If the margin were 

furnished in the shape of sterltng could t he Amer t can party freely 

this sterling 1n the London market? Bolton r eplied tha t 

he thought the answer was undoubtedly •yes" bec~use dollar exchange 

w·s needed tn connect ton wita the trnde tronsac tlons w1 th part of' the 
British Empire. 

At 1: 25 p.m., sterling havi ng fa llen to 3. 77, I ca lled 

again to acquaint him with the s i tuation. Scandinavia had been 

small seller here , I sta ted, and I understood thnt South Americn 

to sell, bu t ~gain I r emnrked the break 1n the r ate could 

be due to heavy offerings but r Yt ber to the complete absence of 

.. 
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DAft September 14, 1939 .• 

auouaan TELEPHOHB CONVERSATION WITH 
BANK OF EIIGLAND 

3. 

buyers. The development was no surprise to them, Bolton replied, 

but would I tell our banks that any American demand for dolla r 

exchange would be satisfied in the London mnrket at the rate of 

4. 02 tf such demand was 1n connection with the liquidation of 

k~er1can owned pre-war sterling balances or with current trade 

trans3ctt ons with the British Eiap1re. Could I drop a hint to 

the market to th~t effect? That was exactly the pos i tion 1n London, 

he replied, and I could advise the mnrkot ot it. 
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GUAII.UITr TURaT OOIIP.urt or D1f YOIIC 

Ur. O•orse L. Hl..rriloD, Preeidellt 
Federal Rooerro IIAt 
33 Liberty st ....t 
Now Tort City. 

IKWlOM 

Ia roplytas pl­
r•f•r '*o 511. 1 

S.ptuber 15, lt3t, 

- llr. IDoto hltpbODod • yoetor4ay coaoonll.as tbe UDOiaC-t tbat dollaro oCN14 bo procured l.a tbo La4oD artot at 4,02 tor pro._r Allericall Sttrll.a& balf.DCoo, it nonr ooourrod to •• tbat thio oholl14 bo chon out iluoodiatoly to tho nooopapor o or to tho Uokor. 

I(J roactiOD •• tbat it •• ay cll&ty to set thio to tbo £xct.aso lllrt et - -ly, tbooo pocplo on tbo Foraip b.cbaas• Coaaittoo'o llet - ao rapidly ao pooolblo , and I iaaod.iatoly otartod t o tolopbono tbo moaboro ot tbo C.Utteo aokins th ... to o-uaicato Yitb oortal.a """'"' oa our Uat oo tbat tbe report oollld sat to tho aarkot ao rapidly u poooiblo without bo1'iaS &IIJODO lalow t loo tact a110h &hood ot AJ~Jhody oloo. 

I u tod llr. 'loillbol'l ot Col....., Saoluo l eo_..,., ropro­
oootiac tho brokoro bow bo -· sol.as to sot tluo l.atoraatioa to tbe• - tbat boinl a loq liat aDd oao wbioh would bo 1'1r)' dittiolll,t to hu •S+• - aad bo • llSitatod tbat i t bo put oat 01'or tbe ticker wbioh wo d..,. iaoodi&tolJ -
bo Sirlas tbo iatoraati .. out aa4 Do! loaoo contiral.ag it wttb •• 

.u tu ao ...,. OYD t radoro aro c01>ooraod, I did' aot addoo til .. lllltU attor all tho ••bero ot tbo Coaaittoo had beoo ad1'bod aad oo had &i1'01l tho &IIDOilD0-1$ to llow lODOi o 

(li&a..S) 

JU~r IJ, f 1>~1! "til 

'1) 

~2fb ~ \IK (I " • 

t ECio'El YliA ~ J..I.IEVC!/lil.l 
Ol~ICE 

R. r. Loreo, Cbairaaa 
Foroip l>xobaJlso eoaaiUHo 
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Henr:r 
Wallace: 

!IMJr: 

W: 

mtJr: 

11' : 

!IMJr: 

V: 

!!l>!Jr: 

ll : 

Hl·!Jr: 

W: 

H!(Jr : 

lf: 

HKJr : 

W: 

HMJr: 

ll: 

Hl'.Jr : 

lf: 

HMJr: 

lf: 

Hl~Jr: 

Rallo, Ra11r7. 

How are :rout 

leptaaber 22, 1939 
9113 a ••• 

Fine. I Just wondered it atter Cabinet meeting I 
could stop in and eee you about ten minutes. 

Well, Henry, I'd love to but I -- the sun seta at 
6:07 toda:r and I'm going home. 

Oh. 

And so it's a minute-- a matter ot minutes. 

Yeah. 

I could ge t over to Cabinet a little earl:r. 

lfell that will be tine. 

Sup. • • . • 

Let's see there are abou t •••••. 

Supposing I be there at ten minutes ot tvot 

Vall, that would be grand. 

Row would that bet 

I think that would be tine. 

I'll be delighted. 

ll1 right. 

I'll be at Cabinet at ten minutee to two. 

All right, air. 

O.JC.t 

Right. 

Ooodb:re. 
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HJUr: 

Operator: 

!Q!.Jr: 

\1, F. 
Anderson: 

HHJr: 

A: 

l!l!Jr: 

A: 

I!I!Jr: 

A: 

HJ:Jr: 

A: 

:ll!Jr: 

A: 

A: 

I!!·!Jr: 

A: 

Hello. 

Admiral Anderson. 

Right. Hello. 

Hr. Morgenthau? 

1'allt1ng. 

September 22, 1939 
9:15 &.:a . 

1'h1e is Adniral Anderson, Mr. Morgenthau. 

Good morning . 

Velcone back, sir. 

1'hank you. 

I have some Information he re tha t I think would be 
of Interest to you and It's something that I think 
you'll want to know right away. I believe there•e 
a proposed interView at the State Department on 
the subject today, and shall I send 1t to you or 
shall I send 1t to Captain Puleatont 

Either way, as long as I oan get it. 

Yea, sir. 
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If you ' ll send it to Puleeton he oan walk it in to :ae. 

Yea. All right, 1 111 eend it over. 

Can you get it right away? 

Right away. Yea, air. 

thank you. 

Goodbye. 
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liMJr: 

Operator: 

liMJr: 

Frank 
Murphy: 

liMJr: 

!1 : 

IIHJr: 

M: 

liMJr: 

H: 

HHJr: 

M: 

liMJr: 

M: 

HMJr: 

M: 

HJ.tJr: 

H: 

HMJr: 

Hello . 

Sapteabar 22, 1939 
10:13 a . • • 

the Attorney General. Go ahead. 

Hello. 

Hello, Henry. 

How are you? 

Fine. 

Hov are ve comi .ng along on th1e -- vnat I oall 11.1 
26-page letter which I asked •••••• 

Vell ay God, I phoned Ed Foley about it last night. 

Xes. 

Told h im that I had gone through it myself. Rogge 
didn't arrive until late laet ni&lt. 

r aee . 

I turned it over to him, in view of his knowledge 
of the subject. 

Xeah. 

And I made a couple of auggeat1cna •••••• 

Good • 
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•••••• that I thought aight brace it a little. I think 
t he letter is 1n good for:ll. 

Fine. 

And I'd -- I Just wondered about t he paragraph about 
the warning. 

Uh-huh. 

How that might be strengthened eomeVhat. 

Fine. 
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M: 

HMJr: 

!~ : 

HHJr: 

I . . • .. 
IIKJr: 

M: 

HJ.:Jr: 

l~: 

!!1-!Jr: 

~~: 

l!I!Jr: 

M: 

HHJr: 

M: 

- 2 -

So ae to get a little 110re aoUon. 6o arter giT1ng 
•:r notations to Rogge and to J: a a p, the:r went to 
work on 1t last night with the understanding and 
instructions trom me that today around noon I oould 
get into :rour hands wbate•er oomment we bad to make 
on it. 

Fine. 

So it will De over there in a tew nours. 
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Fine. ~ow that's number one , and then I take it when 
:rou get that out or your wa:r :rou'll t ake a look at 
What-- the take insurance • ••••• 

Yea. 

••. .. • on !ransamer1oa. 

Yeah. 

That'll oooe next won't itt 

Well , we're working on t hat . 

Fine . 

Yeuh. 

And :rou'll - - maybe Monday and fuesday you'll • .•..• 

On t hat matter I've already talked with Rogge about 
1 t and told h.im ~at I wanted done W1 tb 1 t. 

Oh, grand! 

Yeah. 

And then I'll -- I'd like to oall you about that again 
Monday or f ueeday. 

All right, Henry. 

Well , I -- I ' m glad you' re giving this your personal 
attention, because it1 e territ1oally important. 

Well, ~en it gets on my desk it always goes tb.ie 
way, 
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IOIJr: 

M: 

HMJr: 

... 
'" 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

H: 

HMJr: 

M: 

HMJr: 

M: 

IIMJr: 

M: 

!I)!Jr: 

M: 

HMJr: 
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And-- I don't like that monker bue1neee ot laet 
Mondar. 

You mean the-- the • •••.• 

Those telegrams . 

No, I don' t either. 

And I learned later, rou know, eome things tba t 
collaborated 111 Judgclent about 1t because the editor 
ot that paper •••.•. 

Yeah, 

•••••• that 1ntormed Judy • ••••• 

Yeah. 
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••.••• called up oolumniete here and gave it t o them. 

Who -- Vho are tbe:yf 
• Well I oan 1 t d1eoloae that. 

Oh, I thought rou ea1d Callender. 

Oalled up newspaper oolumn1ete, 

Ob, colUIIlUata. 

Yeah, 

Hell, I d1dn 1 t -- I thought rou ea1d a aan br the 
name ot Oallender. 

No, 

No. 

Called up and gaYS 1t to them, Wh1oh 1nd1oatea Terr 
oltarlr that wbat tber bad 1n a1nd vas a political 
mot1Te, 

I ••• · 
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!! : 

I!MJr: 

:a:Jr: ... 
H!:Jr: 

:~ : 

H!!J r: 

!4 : 

H!:J r: 

!' ' 

Hl!Jr: 

Y. : 

!IJ.!Jr: 

l . . 
j , 

l!llJr: 

- ~-

Either some ~olitioal attack on ~iannini •••••. 

Yeah • 

••.••• or some ettort t o embarrass the President 
and myselt. Otherwise they wouldn't have called 
the press, would t hey? 

l!o , they >rouldn' t. 

And then I learned also tha t the matter was sent 
to t he President before i t came to me. 

Uh- huh. 

And I inquired ot Jer ome Frank about it • 

Yeah. 

Did you hand it t o the Presi dent, HenrY' 

Ah -- when I went over at lunch I gave him my copy, 
but Jerome Frank hnd sent it over •. . ... 

•• . ..• On Saturday. 

Yeah. 

Yeah. 

he 
Frank eent it 
llhite !louse . 

All right . 

Righto. 

All right. 

Goodbye . 

had sent it over, but before -- but 
over , I th ink, on Saturday to the 
I t hi nk tha t ' s correct. 

2!3 
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Operator: Go ahead. 

lllc.Jr: Hello. 

George 
Harrison: Hello, Henry. 

HMJr: What a pal :rou are, George. 

H: Yes. 

!n!Jr: You asked me to let you know. 

S.pteaber 22, 1939 
10:22 •••• 

H: Well, I've been on the telephone oonetantly and am 
oall1ng you up nov as taat ae I can to tell you. 

Hlt1r: Tell me What? 

H: Huht 

!n!Jr: Tell me watt 

H: That we have been 1netruoted to go baok in the 
market. 

HMJr: Well, I thought you had a vote on that oommlttee. 

H: What ' s that' 

ID~Jr: I thought you had a vote on that • • . . .. 

H: I voted againet their aot1on. You eee what happened 
vae -- ah (laughs) -- Moltee vae away and Szymor.alt 
vae hie alternate. 

l!J.!Jr: Yeah. 

H: .l!ld Szymor.alt vas With ue, w1ob gave us three to tvo. 
Moltee returned to town today. 

IIMJr: Yeah. 

H: Wh1ob drops Szymczak ott so that they then get a 
eajor1t:r again. (Laughs) 

.. 
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BMJr: 

R: 

mur: 
H: 

IG!Jr: 

H: 

HY.Jr: 

B: 

IG!Jr: 

B: 

HMJr: 

H: 

mur: 
H: 

BMJr: 

H: 

- 2 -

And thU 11 70ur not1oe to ••· 

What I I thatf 

Thia ia your notioe to ••· 

And I'm advising you, yea. 

Aron' t you oha1rman of the. t oommi t tee' 

No, no. Eooles is. And I'm -- I 'm adY1s1ng you 
ott the reoord beoause I told JOU I would if any­
thing -- I ...... 

Yeah, you asked me not to let JOU 
aav ott the 11mb on you yeaterdaJ. 

Yeah. 

And I agreed not to . 

Well I tried - - did my boat , Henry. 

Oh I -- oh I understand it. 

not for me to 

And I vas Just out-voted. And they first ordered us 
Just to go 1n and keep the -- the longest bond be­
tween 99:10 and 14, 
Yeah. 

And tho others ln relation thereto; and vh1le ve 
were tal.king the rate vent down to 99:o8, so when 
ve beg&!!, ve began at 99:011 gone doVD 
to 99:o6. And then th11 called Allan up Just a 
tev m1nutee ago and told hla they didn't like t he 
va1 -- oh, the1 inetruoted ue to buJ up to 25 
aill1one ot dollars in an ettort to ralae the 
market even. And-- •••... 

!he. • • ••• 

I voted againet 1t, and t hen a tev minutes ago 
they oalled Allan and told him they didn' t like 
tho way he vas handling it at all. V1 thout haYing 
enn oonault ed v1th me thOJ aaid the majority ot 
them there had voted that at onoe vo ehould resort 
to the old praotloe ot putting bide in v1th the 
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H: 

mar: 

H: 

IG!Jr: 

H: 

!!MJr: 

H: 

llMJr: 

H: 

llMJr: 

H: 

HMJr: 
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dealere and eTel'fbod:r right aorou the board. 
8o there we are. I had one bank oall me up toda:r 
and ea:r the:r thought this vas fine and that the:r 
were nov going to begin to bu:r aome bonds. 

Well •.••.. 

But the:r said, "By JoTe, we're not going to 1t you 
fellows. are going to get the Jitters and change 
your pol1c:r agai n. • Well , I couldn't tell him 
anything, eo I don't know whether he bought any 
or not. He ' ll probably bealloTer the ..nat. - that 
we ' re bu.ying again. (Brief pause.) It's too 
bad. 

Yeah, I think it's almoa t a trac~cdy. 

Vall, I do too. I think it' a a dreadful thing to 
haTe happened. 

Yeah. Well • ••.•• 

I said that I must ask to be recorded as voting 
against it. 

Yeah. 

I thought it wae a mistake. They said when you 1 Te 
had a trial for two days and you said that when 
thee a things got below par, buying would come in. 
I said, "I neTer said anything of the ltind. I 
aaid all the tlrle t hat I knew they would not come 
in eo long as we were buying. 1 And there vas Just 
beginning to be eTldenoe of real interest around; 
a. few of the quotations are ott, but after all, 
the:r may be lover before we get through. 

A11 right. llell, I'm going to do a little think­
ing on my own. 

Well , I'm Tery sorry. 

Yeah. 

And • ••• . • 

Vall I ' m glad :rou called me, George, beoauae that 
Ita epa :rour and •1 proaleee to each other, and ••••• • 
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H: 

IDlJr: 

H: 

IIMJr: 

!!: 

H!!Jr : 

H: 

IIHJr: 

H: 

IIMJr: 

H: 

m:Jr: 

H: 

IIMJr: 

H: 

HMJr: 

H: 

ID!Jr: 

-a.-

Well, I Nlle4 ;roa aa aoon u I ooa14, Be1117, I 
tll'1e4, aa a -tter of faot - - I oalla4 a f .. 111ntea · 
ap •• •••• 

Y .. h. 

• ••. •• to get &hold of Bailie -- ob, about a halt &D 
hour ago &D4 to get ahol4 of 
Bailie about eomething elae, 

Yeah. 

And the7 told ae JOU were tied up 1n a meeti.ng. 

Well • ••••• 

Cochran told ae 70u were eo I tnev 1 t waa no uee 
trJ1ng to get JOU then and I waited a tew a1nutea 
to oall JOU nov. 

O. X. 

Rae loolea advised JOU at allf 

Not a word. 

Well, I ' auppoae I'll be a daan baat&rd tor haVing 
talked •••••• 

llo • 

•••••• out ot turn DOW. 

lo, no, We - ve d1dn1t get 1t through JOII· We -­Burse•• caae in ten a1nutea ago and told it to •· 
I got it troa Burse••· 
Yeah, 

!bat•a ~ere I heard it firet. 

Well, I 111 vti'J eorr7. I d1d 117 beet and I wu Juat 
out-vote4 beoauae the7 changed the oo-.poait1on of 
the oo11111ttee on ae. 

lo, I learned it through Burge••· 
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B: Yea, all r1pt. 

I!MJr: !haDit :rva. 
B: r1Nt-rate. 
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hl>t•w 22, 1939 

ho81 llr, llaaoo 

Bo1o Doucl>\oa all4 Jere Cooper uke4 .. \o oo•• op \o tho CapUol 
U.lo .ora1ac to 41ocu .. witb tb .. \be pounnsv ot haY111C tho .,.,_ 
co.-1\too of \be WaJo all4 lloaao Co.mttoo o\ar\ worklac oa Ulo \u 
procr• 1notM4 of ft!Uac =ttl Wo,. .. bor lot. I t ol4 Ul• that I 
woul4 41oC'Illl tbio with 7011, baYiac 1a 81a4 tho •o.oraadu whl.cll I 
can 7011 lao\ a1cl>t oa tho 1011oJoct of ,..._u .. tuoo. 

liT owa opia1oa h that .. oboul4 ooaUIIU Ulo procru u it h 
ao• ocllo4ule4 all4 aot toke Ulio aattor "P utll tbo <late oot 1o7 tbo 
lqo aa4 lleaao Co881tt ... wbicll,... Joy•1oor lot . !be rouoa tbo7 
ooro aell:iq u if there ,... oork that ccul4 1oo 4oao aow h oi11J>l7 
,..,..... tho louoo lou a1ooolutol7 aotbiac to do further la tbo Mtter 
of aoutraU t)' 1 -ctolaUoa uatll tho 1oill oball haYI 1oooa paooe4 1o7 
tho lwaato, owiac to tho fact that tho Bowoo he4 alroai!T puoe4 tho 
aoutrali\7 1o111 at tho laot ooooloa Juot ao roco ... acte4 b7 locrot&rT 
Bull, wUb tho excepUoa that tho oo•calle4 Yoorhooo -•claeat -
a44e4 la tho Bouoo. !be lut work for tho Bouoo to 4o, tboroforo, 
will be 1D a ooaforeaeo bot ... oa tho Soaato'o eoaforooo aa4 tho Bouoo 
eoaforooo oa tho bill u f1call)' paue4 b7 tho Souto 1D or4er to lroa 
out oucll 41tfor•••• ao M7 oxiot betWIG that oao aa4 t ho oao alreai!T 
paue4 b)' the ....... 

IIJ roc-a<I&Uoa h that wo lot tho oclle4ule ota114 u h without 
cllaaco· I ulte Ulio reoo-4&Uoa tor the further r~&~oa that our 
'lllu.olauo &114 eeOIIO&ic eoa41 Uoao aro cbaac1ac 10 roop1417 tor tbo bettor 
that • • ohoa.l4 Ju4p all tbooo -tt•r• 1a tho Uclat of tbo thea on oU.oc 
coa41 Uoao rather tbaa Ulio tar 1a a4Yaace. 

J . w. B. 
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•• tile '""'-7 ............ 
.. , IIRtll- ..al-a...- ........ \e- .. \e .... o,.& .. l 

\ldo •ral .. \o «l- Yl\11 •- \llo po"l'lll\J' of lloaYl .. \lie ft)o .-u .. or \llo w_,. _. ._. o-~u .. ,..,., wns .. •• \llo""' 
PI'OIII'• lao\- of •Ul .. ••ll -.. .. - lo,, 1 wlt \IWa U..\ 1 
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'•• aa4 -· o-lUH, ftlelo- -...-., lo\ . ftoo ,_ tiM!r 
............. lf u. ..... Wft .... , -a " ....... h "•IT 
"'-" Uuo .... bu a-.ola\elT aoWac \o do twu..r la \lie -"• 
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oootorooo oa ' II• '1.11 •• tlaaliT ,.. ... '' \lie .... ,, la ortor .. lroa 
... , - ,,,.,_ ... - 0111, -·- 'ba' ... ... ' " ' ... olroMJ _ .. -, \bo ...... 

., ro nhUoa h ..,., .. le\ \be oelooftlo o\aa4 M lo wl,_, 
........ l - Wo ro daUoa tor \be hlnher •-• \be' ..., -... ... ..a • .... u,_ "" ~ eo ,.,,,IT ter ..,. '-"• 
, ... , .. eloMlt ,.... all \booo -"·· ta \be u..- ., .... ,_ olll•'illl 
IOII«lU- ra\bor ,...,. Wo f ar ta ... -•· 

J ••••• 

, 
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GROOP IIDTINO Septa.ber 22, 1V3V 
Vt30 a . m. 

Preaentt 

H. Jo!. Jr t 

· Gaston: 

H.lo!.Jrt 

Gaston: 

B. IC. Jrt 

Gaston: 

Harrie t 

Gaaton t 

Barrie : 

Caaton t 

llr, Hanea 
llr, Gaston 
llr. Stewart 
llr. GNvea 
Jlr, 'l'bolllpa on 
Mr. Bell 
Jlr, Burgeaa 
llr. Haaa 
Ur , CochNn 
Ur. Rietler 
llr, Dut t1eld 
llr. Barrie 
llr , Foley 
llr. Slllith 
llr. 11b1te 
lira Klotz 

Herbert! 

I have Qothing, There waa one little .. tter that 
waa brought up in the coord1na tion meeting the 
other day. The State Department wants to remove 
the Consul tram St. Pierre. We don ' t see any ob­
jections , 

Betore you do that, tell them to cheek with llaval 
Intelligence. 

Right , I will do that. The letter baan't come over. 
They just took it up verbally with Polio. I will 
tell that to Polio. 

Tell them to check with the Preeident 'a !laval Aide. 

Yea , Captain Wataont 

Tba reason there ia no smuggling, somebody shot 
the smuggler. 

You insult our coordination. 

llo, there was one tallow who waa a a.uggler and 
somebody shot him the other day, 

They are amugg11ng into Canada, not into the United 
Statea, 
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Harris: 

Gaston: 

H. Y. Jrt 

Smith : 

H.li . Jr: 

Hanes : 

Hanes : 

Il . U. Jr : 

Bane a: 

H. !l. Jr : 

Ranoa: 

H. M. Jr: 

Hane s : 

H. II.Jr: 

-
- 2 -

I got a report that road vorr amusingly, "Smuggling 
baa come to a standstill becauee so and so has been 
shot and he is dead." 

They ahipped out a couple of car loads this last 
week to Canada . 

Well anyway, the President's Naval Aide •••• 

They should find out who shot him. 

37 

Jolmny, on your memorandum to llr . Rovenaky, is thoro 
anything up to met 

No , we are advising you through this memorandum 
here that that standsti ll agrooment - we haven't 
any authority to act . It is a poli cy question, 
so we are asking - recommending that i t be referred 
to the Sta te Department ond the President. We mi gbt 
get a poli cy defined on that . 

Could you fix me up a little l etter to Mr. Hull? 

Yes . 

l'lhat I am trying to do - thoro are certain things 
that I do in the day and there are certain things 
like th i s that will hang on forever. llrs . Klotz 
can't stand it any l onger. 

I will give you the • ••• 

And there is nothing more tor me today? 

Nothing tor you today. 

Swell , 

One bit of informat ion you asked mo to get from 
the banks. You said get that for the Comptroller. 
They have set a da te and I told them that you wanted 
to discuss it with them. Thoro is the information 
you asked to get on the Bank ot Ameri ca . I t was 
all an old matter. 

Thanks . What else, Johnt 
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Ranoer 

!! . Ill. JN 

Hanes: 

H. lt. Jr: 

Hanes : 

H. ll . Jra 

Thompson a 

Thompson a 

3!3 

- :5 -

We had our t1rat question on the Reserve district 
this morning in Philadelphia. They called Danny 
and Danny referred them to me, and they were asking 
about transactions. You said aome time ago that 
you thought we had better eot up eome kind or 
ma.oh1neey here to handle th1e kind or an 1nquicy, 
which will be coming in, I imagine , from now on. 
I remember you said you wanted it to go through 
Cochran and Dietrich. 

That was my th~ht, yea, and Harry 1'1h1te. Then 
what they couldn t clear, they could bring up to 
you and me • 

All right . 

And then they have got tho three 0 B•s• to consult 
with whe.n they want to . 

Aro we going to get that regulat ion signed? 

llr. Thompson , are you going to ge t the regulation 
oigl'lOdf 

At 6 :00 o 'clock last night it hadn ' t been signed. 
The President wanted to think about it. 

He had gotten 1n to t he Preaidsntt 

Yea. 

When you leave here, will you eall up Poster again 
and ask h1m about itt Tell b1m that it the President 
could do i t before he lett town tonight, it would 
be apprec1a ted vecy IIIUoh. 

We ought to know whether he ie going to aign it or 
1t he doesn't 11ke it, we will get out sCIIletbing 
else, and we ought to get something out aa quickly 
aa poaaible beeauae it baa been a1nce September 5th 
now and we haven't do.ne anything about it. 

He baa bad a couple of buay daya. 

lie walked in the room on Wedne aday. 

It went 1n to the Preaident all right . 

( 
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H.lol.Jr: 

White: 

B. II,Jr: 

Haneu 

Dut'1'1eld: 

Hanes: 

!! , II , J r: 

Bell: 

Banes : 

Bell: 

Hane u 

B.ll. Jrs 

Gaston: 

Thompson: 

Gaston: 

Tho~!~() a on 1 

- 4 -

I don't think be baa been .... 

I think there ousht to be a laW7er on that working 
first group. 

Who would that be, Bernie! 

Bernie. 

I think there ought to be a banker, eomebody who 
1s uaed to handling this type or ored1ta, I don't 
know who 1t could be. 

39 

I take it that it will be ailllplitied Wilen the regu­
lation ge ta out and they begin to quote the trans­
actions. That ia going to be a lot of the question. 

Let's leave t hia 1n a fluid state. 

These boya are going to be calling me because of 
my contacts with the Federal Reserve Banks. This 
morning Davis called me . 

Refer them to me fo r the time being. I would like 
to hear them juat to get familiar with them. 

Fine . 

This question thia morning this man brought up, 
I want to t alk to Ed Foley and Bernie about it. 

Herbert! 

llr. Thompson haa a rather interesting case, 

I believe I haven't gone deep enough into it for 
this morning. 

The new WPA State Director in Pennsylvania undertook 
to fire some people on the project for selling acme 
tickets , and among the people he undertook to fire 
were three direct Treasury employees . Be thinks he 
di.acharged them, but evidently he d14n 1t, and 
llr. Thompeon and llr. Irey are undertaking an 1n•re1ot1:;.rl 
gation to straighten the thing out with the WPA. 

I want to take it up this moming with WPA. 
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H.li.Jra Are the7 guilt)'! 

Thompaau There - 3 nothing to be gu1lty or. 

Gaetona Re bad no more right to fire them than he had to 
oome into the Treasur,. and tire them. 

H.M. Jrl The Stete Director did thatf 

Thompaau Yea . 

H. 11. Jra Rave )'OU got it 1n handt 

Thompacn: Yea . 

B.II. Jra What elset 

I haven 1 t an )'thing. 

Genet 

A man b7 the name of Arthur Bartlett, who worlca cn 
t ho Herald- Tribune syndicated magazine , wants to 
see )'OU sometime or other t h i a week. 

Ia he 1n townt J\lat thie week he will be beret 

No , he will be here next week. 

Let's let it go, then, Wh7 not let's tell h1m 
Tuo3da7 at 12a30f What elset 

'1'ba t 1e aU. 

I have nothing . 

Sterling opened atrong this morning 1n !lew York, 
juat a l i ttle above 4.0, and the orders tor 
Europe for bu)'ing were 130, 000 pounda 1n excesa 
ot the selling ordora but a1nce I have come 1n 
they told me the Latvian Central Bank oent 1n a 
selling order tor $300, 000 and the market baa 
alroad)' t aken to Federal Reaerve 100, 000 pounda 
ot 4,00f and 200,000 or 4.00. 

Latvia baa been a big aeller , haan' t ahat 

Regraded Unclassified



- 6 -

Yea, they bad one other sale . '!'bat is the only 
thing •••• 

With whom does Latvia deposit her dollarsf Who 
does aha deposit her dollars w1tbf 

I am not sure whether they will leave them 1n the 
Federal or not . 

Will you ask what happens to their dollars! 

All :r1g):lt , s1.r , 

Argentina just sent 1n another request this 
to b\17 2l mll.llon dollars 1n gold t:rom ua. 
20 million dolla:ra has been used up. It 1a 
right to go ahead with itt 

mol'll1n6 
The 
all 

Sure. Eve:r;r time we sell a million dolla:re worth 
ot gold I teal like opening a bottle ot ohampagne. 

You asked the question as to whether Agriaultu:re 
was still giving export subsidies. 

Who knows whether they a:re still paying a subsidyT 

I think they are still planning one on QOtton, but 
I will Qheek that . They stopped the wheat , 

F1n4 out about QOtton because they get in on ster­
ling. The)' were over he:re talking about how to 
handle their sterling 1n oonneQt1on with the export 
or their wheat . 

There wae an item 1n )'our letter of )'eete:rda)', 1f 
I remember eorreetl)', that stated that England did 
not - had refused to bu)' an export bill arising 
out or grain tranaaet1ona. '!'bat 1a very peeulia:r. 
Do we have a list of the 1teJU )'et or what the)' 
a:re 60 1ng to parmi t to illlport or nott Are we 
gett1ng aome detailed info:rmationf 

The Kew York Federal Reserve Bank has r&Qeived a 
QOpy or the permitted exports and imports . It is 
luppoaed to come down today, Some of theae things 
are juat da)' to da7 deoia1one, and 1t 1s onl)' b7 

41 
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the Bank's tey1.ng out that they find that canned 
milk 1a not permitted &nd cotton trcm the mill 1a 
not permitted, and so on. 

You are going to get a liatT 

The first l1at reached !lew York ,.eat.-rd&J &nd it 
1e aupposed to oome down b7 au-11 here this mon>i.ng. 

Burgeaet 

The market i .a a little 
too early to tell yet. 
we hope we can stay in 

easy on the 
They are a 

the plane. 

Have you got a parachute! 

Yes, sir , 

Tomt 

opening. It 1a 
little bumpy but 

You remember yesterday morning we reported that the 
president of the Supervisors - ot the National Aasoc1a­
t1on ot Supervising State Banke had done away with 
the Ccmptroller'a office. Later in the day the 
Asa6eiation by resolution reinstated the Comptroller's 
office. They passed this resol ution. 

"Opposed to concentration ot Federal banks' supervisor,. 
agencies under a single department.• 

What 1a more interesting, d1seuae1.ng the Senate Banking 
and CUrrencJ hearing, the Wagner Committee hearing, 
they bad tbla to aayt 

"No Governmant agency should be permitted to shape 
the course ot the investigation or to select 
facta to aupport ita own preconceived theories ot 
banking and monetaey policy. It the Committee 
aceepta evidence offered bJ anr Government agency, 
it abould do so with the knowledge that no one 
organisation 1a 1n co~ ot all the facta to be 
eonaidered, and that no one agener ia qualified to 
otter e><pert advice on all t1elda ot banking and 
~ wupervidon. • 
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'l'hey are getting kind or personal o.ren 1 t they! 

I will leave that to you. 

Anything else, Tom! 

No . 

Goorge! 

Thore ia one figure that came 1n he re . I thought 
you might want to aee i t now. (Handing book to 
H. ll. Jr.) 

0 . K. 

That 18 all I had. 

Harry! 

The Department of Commerce haa begun collecting daily 
figures for exports. We don ' t want the daily f i gures 
but we would like to get the weekly figures which -
I understand they are not available. Didn 't ask 
directly, but one of my men did and they suggested 
it might have to come t hrough the Secretary' s office. 
If you could have Mr. Hanea cal l up Mr. Noble, or 
I c ould call up ••• • 

14r. Hanes would be willing to do that . 

Yea. 

Give Mr. Hanes a memo and he will e;et you 'llhat you 
want , o. K.T 

Yea . That i s all. 

How 1a 304-A, 1s that the right numberT 

Yea, that is the right number. Fine. 

Any good! 

Yea , very good. 

Ia it 304-At 
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Yea, that 1a 1'1pt, I 414n ' t lmow tlb&t :rou •mt, 

Harbert aent - a -re.nd1a about A~ ebipa IUid 
all the reat . I take it that :rou two bo:ra talked 
to eaoh other. 

Yea , •• are tull.:r 1n touch. 

Haroldt 

No thins. 

You are oollling at 101:10, aren ' t :rout 

ur•lvt•al · I hadn ' t been to'ld, 

Harold Smith 1e going to be here . Will 7ou. be beret 

Yea. 

Hothins alee, l!aroldt 

No. 

Bellt 

44 

'nle 4&11'1 atatement ahowa an increase ot $133, 000, 000 
over laat :rear'a receipta 1n 1111.aeellaneoua 1nterna.l 
revenue , 'I Juat want to caution eve17~ that that 
doean' t •an an 1nereaae becauae ot 1ncreaaed buaineaa 
aqt1v1t1ea, 'nle Internal Revenue poatponed the collec­
tion tor 30 da,.a ot the capital stock tax, W'hioh 
lll&kea up 90 1111.llion, and 30 lllillion 1a out or a tate 
tu:ea . 

Gene, take notea. 

We ha•e bMn tal!dng about that, 

~aont 

I han aOM changee on tbia atab1li sat1co. 

'l'hia aounda auapi ei oua. You mean that 'TOU are 
UPPina ttwat 

Bo. 
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Who is George A. Eddyf 

He is a .man we are taking on tor roplaeel!IOnt. He 

worked under Geor ge two years ago , 

For me , and he worked tor the New York Federal . 

Wba t 1a he going to dof 

The usual work we do. 

Vibat 1s his training? 

In the mona ta17 field. 

Will you send me a page history on him? 

Yea, it you like. 

I do like. 

Glad to. 

Anybody got anything elaef 

45 

Just ao that you know, I am available up to 1:00, 

then I go to C.binet and then I go from the C.binet 

to the plane to go hooe, and I cou back for the 

President, I think , Sunday n1eht . So 1! anybody 

has anything, please get it to me before 1:00 o'clock. 

llr. Banes and llr. Gaston be here tomorrow? 

Yea , sir, I will . 

Yea . 

I expect to be back Monday morning . 
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P.ut!IAL P.utAPHRJJII or HLUWI R&Gan:D 

JROIII !be Aaarloaa a.bueJ, Perle, rraaoe 

lmllUD 

BO, I 2121 

ror the !rea•ur,r. 

S6 

Ve h&Ye b"a 1atoraed bJ ReJB&II4 that the repatrla-

t1on ot l'renoh OIIJ)ital. 11 oont1nu1q. #.leo, that the 

tund vae a gaiaer ot gold and tore1p exoh&nge to the 

tune ot 90,000,000 tranoe J"terd&J. !he repatr1at1oa 

broupt about auoh ot th1e galll . !hat anauat bolld end 

treuurr-blll eubeor1pt1oae were oo~letelJ eat1etaotor, 

vae &leo oont1raed b7 a.-114. Purtheraore, we h&Ye b .. a 

g1Yen to UBderetend bJ the Morgan•, oont1dent1al.lJ, that 

eeYeral. ot their laportant l'renoh ol1ente h&Ye, largelJ 

troa patriot1o aotiYea, taken etepe to *raneter eub•tan­

t1al toreip ourreno7 and tore1gn •eouritT hol~ vbioh 

h&Ye lona b"a aaintained abroad, to Peri• v1th1n the 

pan tev 4&7•· 

(CEA%) !here were no ohane" 111 ottioial torelp n:­

oh&DCI rate• tod&J. A little oontueion hu erleen 1n con­

neotion with the ~qu1dat1on ot tuture exchaagl oontraote 

outetan41ng at the tilae ot the .. tablhhaent ot exoh&nee 

oontrol. Soae b&llka ullderet&lld that author1~~at1on tor euoh 

11qu1dat1on 1e required under the pert1unt deoree• and ere 

awa1t1AC euoh authorisation ~•r• other• h&Ye prooeeded to 

llqu1date v11bout requeetiq &~&thoritJ. 
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SEcretary of Stat£, 

Washington. 

.. "Sl!, , 
' llndatrd 

!lillll(l • • " '"' 1•11' ., ,, ,.,I\ REc·•.d 2:21 p ,m, .,.. ... ........ 
._.-A&•l•,.. 

2121, undatEd (SECTION TWO) , 

Tbt security market was firm today on increased 

volumE largely owing to politicrl dEvelopments; 

57 

PrtaidEnt RoosEvElt's plEa tor ~EndmEnt or th£ nEutrality 

l aw which has bt tn extrEmEly wEll rECEived, Daladicr's 

calm and impressive radio addrtse in answEr to Hitler's 

Danzig uttErance, and thE nrwa rcporta ot sErious 

outbreaks in Bohemia and Czr~,hoalova.kia l\avt all 

served to engendEr somE dcgru or opt1.m1sm. 

Practically all rent£ isauta rxorpt Tht Exc~t 

Guaranty issue or 1937 which woe aubjtot to profit 

taking improved - partly on the basis or strongEr 

franc quotations in Ntw York, 

French imports tor the tirat Eight months or 

1939 totaled thirty two and a halt billion Cranes 

against thirty and a halt billion trance in thE 

comparable period or 1938, Exports wErE up about 

livE billion franca this year totaling 23, 8 billions 

aa against 18, 7 billions tor thr tirat Eight months or 

19~8 . (End or mraaagr) 
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'l'he following a rticle from the llew York Herald 'lribune 

of Septe. b ur 22 is reproduced tor But~erW?rth 1 s i nforma­

tion and for forwar ding by him :,y ll'!l:l to the A.'lleric'ln 

Embassies in Paris and Berlin : 

"The strong rally in sterling oo'lti nued further yester­

Ciay and lifted ,;he rate 7i cen t s n~t t o $3,99i , or nearer 

the official ra~e maintained by the Bank or England than i t 

haC! stood for more than a week, The higb for the day for 

sterling was t4.00f, compared with the offi cial buyi ng rate 

or $4.02, 

St erling bas been on the mend since Secretary of the 

Treasury Henry Morgenthau Jr . voiced ~ h 1A press confer­

ence late .Monday his concern over the fall in tree sterling 
'." I .. ':: Jl k 

uneler the rate for approveel Cle&.le fixed by the Bank of 

Ensl~d, Commercial buying and shor t covering have com­
·. ;t~ -4. ~· <W;·: 

·b~d., yO raise the price or sterling around 26 cents since 
t . .. •j • 

·.u~n~y, .· .. . ... ., ... 
Prtnch francs advanctel 4 points ntt to 0 , 0227i and 

guildtrs 
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- 2- #1039, September 23, to London 

guildors wer e 7 poi nts higher , but belgaa broke 8 points 

and the recession in tho lira was unchecked, From the fall 

of 1936 until the wa.r crids developed the lira had been 

pegged a~,0526 , But, after yesterdayfs decline of 2 pointe, 

tha lira s~ands now at 0 , 0510, 

The depreciation in sterling and French francs has ap­

parently l ed the ~talian authorities to break the lira's tie 

to tho dol lar wh!ch bad been maintained for t~ee years , 

C.,nadi "'' dollars closed at a dh ·: .,unt of 9 1./16 !;)er 

cent, The CanaJian unit bas fai l e d c~ relly along ~ith 

tree aterl.lng, The Japanese yen was unct.anged at ,23 5/16, 

but i ts link wi.,h sterling wi ll be r'Aume.!. 1f t!le latter 

unit rises abO>) the $4 level , Swi ss francs were unchanged 

on the day at . 2~70, 

The weekly banki ng statistics showed that the gold 

stocks had increased $94, 000, 000 in the week ended Wednes­

day to a new hign at $16, 902,000, 000. The daily statement 

reported that imports here yesterday amoWlted to $105,000, 

of whi ch $79, 000 arrived from Canada and $261 000 from 

Costa RicR, 

The gold st11tement for tho weok ended September 20 

listed imports here of $78, 407, 000 of which $60, 895, 000 

arrived from Cllnada, $13, 231, 000 from England, $2, 173, 000 

from Ind1R, $2, 100, 000 from Colombia and ta, ooo from 

GuatemalA 
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-3- #1039, September 23, to Lonion 

Guatemala , Gold tmder earmark tor foreign account decreased 

$11,415, 000 in the week, wh1lo receipts at San Francisco 

inoludod $3, 354, 000 of gold from China, 

Tho banking figures show that foreign bank deposits 

in tho Rea~rve Banks increased $45,711,000 to 8 total 

of $495, 787, 000, Thus it was plain that foreign central 

banks were building up very large cash balances i n this 

countr1 for use in bu7ing war ~torials , • 

~ J '· l .I . I J R 

, 

~:~or;., 

Ac ~1n,:-

Regraded Unclassified



61 

Froar lira. nota 

Tor 11111 Cbaunce;r 

'l'he President aaid, tor the tiDie beiDg • he would 

Ulte Procur•ent to contact the French Bu71Dg Jliaaion. Later 

on he IIBT use .ldairal Peop1ea. 

I called Captain Collina and told Ilia that the 

Pres ident said it was o.Jt. to s et in touch with Ill'. Caatan. 
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H-~J~f/VJl 
THE WH ITE HOUSC 

-
WMHINOTON 
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TREASURY DEPARTMENT 
£3 

INTER OI'PIQ COMMUNICATION 

DATa Sept, 22, 1939. 

TO 

"""' 

Subjeot: 

8eoret~rgenthau 

Kr. Baa . 
Cotton and Wheat Export ~beidiee 

Cot ton 

fhe oot ton export euba1~ pNgraa began on Jul7 'Ef , 1939, 
and continue• 1n toroe. &alee and deliYeriee t or the export 
ot cotton and cotton product. troa Jul7 27 through Septeabar 14 
a.ounted to 1,895,000 balee. fha eubei~ .. ounte t o l i cente 
a pound on raw ootton, with equiYalent J)&1'Mnte on ootten pro­
duote. The tiguree eonr cotton not 71t aotuall7 exported but 
tor wb1oh definite oolllll1 taente tor eale abroad han been -d• 
b7 ezportere. 

In the current tiecal year, Kr. IUlo Perlt1ne, Pree1dent ot 
t he Federal Surplus co-od1t1ee Corporation, eet1utee rougbl7 
that t he ootton eubai~ will ooet about t40 mlllione. Aotual 
export• ot ootton troa Auguet 1 through September 14 were 
526, 000 balee, ooapared with ~,000 balee in the oorreeponding 
period laet )"tar. I n the 1938-1939 .-rketing year raw ootton 
export• were 3, 327,000 balee. 

8inoe the outb rea.lt ot the l'ar, e xport aubl1d1ee on wheat 
han been largel7 euepended, t hough eubl1d111 on flour haYe 
been oont1nued and the general progr .. ie et1ll 1n etteot. 
The Federal 8urplue Coaaoditiee Corporation plane to expand 
itl operatione in the 'tdulat export -rltet eoon on a ooneer.aU•• 
bali e. 

8inoe June 30, 1939, an •••rag• eubei~ ot 33t oente a 
buahel hal been paid on e.xporte ot 12,070,000 buebele ot 
wheat (ineluding nour). Kr. Perlr.ine uti-tee 1"0ugbl7 that 
the wheat eubei~ ptQgraa i n tb1e theal )"ear wlll ooet about 
t 23 a1111one. 
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TREASURY DEPARTMENT 64 

INTER OFI'ICE COio41o4UNICAT10N 

r ~. 1939 

TO 

FRO to~ llr. Ooohrall 
CONFIDENTIAL 

SterUn& •• ap.in in d-.nd ill lilew York toda¥. 1t opened at J,9&-J/8; 
reaehod a hi ll> ot 4,oo-J/8: a low ot }. 97-J/8: and o loood at 4,00, 

!l'he r eportln& 'baDico in !lew York and tllol 7edoral lleoerYe Bank reported 
salOl totaling ltl,0 22,000, fro:> tllol follcwinc IOWOell 

eo .. rcw coneerna ............ . .............. . .. . . . . i2>1.,()()() 
7orelp 'baDico (:lurope aDd J'ar k.ot) ...... ....... .. 1.1171,000 
ledaral Reeer.a Bank 

( 'Z5,000 tor lilorW&T: 'Z5,000 t or Swodon; 
IOJOO ,OOO tor LatTi&) ••.• • •••• •••. ••• •• ••• • • 

t o tal 

P,.chaooo of oterlin& NIOWlted to ._627 ,000, ae indica tid belowt 

J y com:aercial concern• •••••••••.••••••..•.••.•••• ·'"''"'•'.NV 
117<~:~ ="-.;; · ;: ;~~;i. ·b;;1.;;.; .. · · r~;;.i .. ·.:.:.~~A 

!l'he 'baDico aloe reported tbat the Control bad puroMaod otorlio& uount-
10(1 to 1021,000 at tho official rato • 

.l.t 9 t20 thio morniJ>& there -. an U4ooo ot bv.11ns ordlro onr ollling 
ordero troa JNrope, a.oW>ting to ltlJO,OOO otorling, .l.t 10t10 .1., 11 • .,. order 
had boon recoind froa the Oontral Banlt ot La"'ia t o ooll li.JOO,OOO. !hio •• 
dlopo ood ot with011.t difficulty, ltlOO,OOO at ll,oo-1/4 aAd llloa)(),OOO at 4.00. in 
&.u'O'Ir to ay inquiry ao to wbat the Latwial> Central llanlt dld with the dollar 
proceedo, Knoke replied that tbooo wre auto•Ucally credited to the Latwial> 
dollar account with the 7edoral. lhen the LatTian Banlt oold Jt250,000 laot 
week, tht lr account with the 7edlral increaoed t o $2, 250,000. llo inetructlon 
had boa reoohod to iDdlcato tbat all or any i"'IIriant part of tba proc-• 
ot t beoo ho aaloo • • to be wHhdram, 

Jo reooiYod thi o aoi'Diac throup tho 7edlral llooorYe llanlt ot ••• York 
a r equoot froa the Ctntral llanlt ot .l.rpntina t o purohaoo $2,500,000 &Old haro, 
Since the total ot $20,000, 000 authoriat d oo,..tS. aco tor &Old ealeo to 
.l.rp ntlaa hao now been ·-•ted, 1 ooucht tho Seorotary' 1 eppronl tor thio 
tranoaoUon at the 9 130 aeetiJIC aAd 1t •• ......,\od, J e art, theratore, pro-
~ .. dlDC to oxoouh thh order. 

It today boupt $810, 000 &Old troa tba lila tlonal Janl< ot llelci•• rol•lld 
froa their ......... - aooo=t . 1 reported to tho Secretary thlo JDOrn.inc that there 
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CONFIDENTIA~ 
bad 'boon a flight troa t~ 'bo,._ to tho Dlltob flor111, proou.a'bl.T cb:w to t» 
Jr-o~....., fighUJIC CloTolopinc oo clooo to tho ccrnor at Bo}Ciaa and 
I&lxe•l>ourc. Tho nocooo1 t7 ot t ho 'Bolcian autbori Uoo Ci'fiiiC pld to ua 
to ou;pport their curr01147 OY14"'tl7 re..U.to troa thio ...,_,,. 1nci4ontall.T, 
!Atria •• a ba,yor to4&7 ot 3(),000 'bolcao on tho low fork -.rkot, 

Thoro -· reported a col4 obi_,, _,l.JIC to ·1~,000 to tho lr'f1Ac 
!rUot eo- f ra Jnclu4 on tho sa lloAI>attan 11hkh OY14ontl.T ha4 tho ap­
pro .. l of tho 'BrU1oh Control, 

Lero;r-Boaul.1ou, J'ronch l'l.llancial J.ttac!J in low fork, telephoned tbio 
:DOrn1nc to 111qn1ro whether tho recuJ.at1ono of tho Coa1 ttM oet up for a4'r1co 
under Article III of tho loutrality law on coaoorcial cre41to to 'bollicoronto 
had 'been iowed, Ro aokod bow wo would look upon t~ ioouance of a letter 
of cre41 t in faYor of t~ J'r"'ob OoYOrnoent wi t bout tho oaoh to the tul.l 
&DOW1t of tho lottar 'bol.JIC on hand. Ro 0&14 be ha4 once roco1n4 an 1ntor­
,Pretat1on UDOfficlall7.1n oo tar ao the Johnocn law •• concerned but ho 
thought thio qn1 to DarrOw. 1 told b.b thot 1 -.14 t orard b.b twn copioo 
of tho recuJ.&tiono wbonOYor rel oaoa4, but thot 1 414 not know -thor t»7 
WDul.4 anowor hio opoo1t1c queotion. 1 pret..-ro4 thot bo ohoul.4 conoul.t with 
our Lecal D.p&rtsont, an4 1 owl tobod hio call to llr , 'BOl"'loto111. 

llr, Colla4c of t~ State Doparta.,t tolopbonod • that llr, Rarr7 'llnoton, 
an U.rican cithon with ofticoo in :row fork, •• M'fl.JIC 41tf1cul.t)" in hio 
buoineoo of buTinc 41aaon4o froa 'Braoil. 1111oton' o lawyer ha4 tolopboDOd 
tho State Department to4&7 on thie oubject, lben linoton wont to 'Brasil 
laot winter be ID04o arrancoaonte with the Oo'fornaODt for tbaa to cin b.b a 
fa•ora'ble rate tor hio 4cllaro 111 a1lre1o, which lattar curronc7 ho uoo4 111 
purchaoinc the 41aoon4o. later he con.o-te4 an arrancoaont llhorob7 bo 
acquired cold 111 London and thon oold tbio col4 to tho 'Bradlian ""'-' 
ac;o111ot ailroh at tho price paid for 4caost1call.T a111e4 'Brasilian cold. 
llhich h understood to ... hicbar than tho London price. • .. that col4 
can no lo- be obtained in London tor this purpooo, llr. ll.llatcn !.nqv.iro4 
llhothor be coul.4 obtain cold 1n In York. I a4'f1ud llr. Colla4c that a 
definite ano•r coul.d onl.T 'bo P"'" 1t a tor-1 application .. ID04o tllrollcb 
tho lo4oral Ro•orYO 'Bank of low t ork, I lot h1a know, boWO'for, that appro'f&l 
of ou.oh pri'f&to appl1cat1ono 110uld 'be o:rceptional, lben llr. Colla4c aokod 
it it 1101>1.4 'bo oat1ataotor7 for llr. 'I!.Doton or h1o laW)"Or to tolepbono • 
41rooU;y to oee -t could 'bo 4cno under tbo arranc-nt llhoro'b7 tho Stab1l1-
l&tion J'Und oello aold to l!radl apinst 4cllaro, I t old b.b thot 1 profarrod 
oot to hoYO direct contact with I'S.uton. I thought U appropriate that &n7 
Wor..Uon which aigh~ bon ~~- publloho4 wi~h roepoct to~» 'Braoilian 
&rr&J>Cbont 'bo paooe4 on ~o ll.lla~oD, bu~ I 41d not ant tho l'lm4 to a4rioo 
hia ao to &n7 aotbo4 'llbioh ho aicbt follow 1n nO&OtiaUona with tho llr<•Ol.U.IU 
toarli o'otatntnc hio ailroio at a Ol*'tal rate throllcb col4. 

!ho repreo ... taUYO 111 low torlt of t » tdoo 'Bank CorporaHc, Jaool , .... 
to tho h4oral llooono 'Bank 111 low torlt with a oablo troa hio ~taro ~ 
quirinc -~bor, aD4 on llhot con41 tiona, tho 11n1 te4 &tatoo !roa01117 or tbo 
lo4oral llooorYO l!ank of llow tork would boT col4 pllt on J.Mrioan or Italian 
et-r• in lilaropoan porte, or 4olin ... d looall.T to t» Swill laUonal Jlallk 
at l!trno, Ill-, hoke pro,POrl)" replied tl>ot wo wore not 41epooo4 ~o a04opt 01IGh 
&Old offered abroa4. , - .:;: ~,/');; 
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TREASURY DEPARTMENT C6 

INTER OFI'ICE COMMUNICATION 

DATK hpteoober 22, 19J9• 

TD SeorotU"T llorcntba 

""oM Xr. Ooa.b.zaD 

I rooo1n4 \lll.o ..,..,.lac fr011 llr. bote a puplllot hrud b7 no llrUhb. 
... °COJ!IOL OJ'~ - Lift OJ' GOODS - Prob.1'111h4 to 'be oxpono4 tr011 tbe 
u .. uot Ilo.ctoa' Wlob. llr. hobo M4 rou1n4 froa llr. Loroo of tho Cluroaq 
,.,.., OoapMT. llr. IIIOioo ... IIOt oertala ao t o ,...., u o llr. Loroo ho4 m 
ao4t of thlo paaphlot. 

J.t 10 o1olock tb.1o aontac GOToro.or llarrhoa tohpb.oao4 • t o lot • 1raow 
tbet llr. Loroo ho4 ooat b.1a a pr1ato4 -'>J.ot of twl w pec.o, 4ato4 Septoabor 
lJ, cino.c a llr1Uob. lllut L1ot of -•· Oowro.or llarrlooa tbo~ u wu s..­
ponut tbet tb.1o latoraUoa 'be -o IOft!lablo to J.arlcu buiaooo -· o­
c1all7 ohoo thq a7 nttor 1t thq trato ~ win n,.. o" tll1o Lin 
..,., tho& ollllao...,r t o 41opooo of tbelr ohrllo.c to tho llriUob. control. Oonrnor 
krrhon otato4, bo,...or, tbet 1n 't'lOY of roooat 41oouo1ou of tho poUCT f..D.. 
n1To4, Mr. Loroe 414 not fool tree to - &117 nlaou of tll1o Lht withov.t 
co .. l'olUo.c ua. I proa1oo4 Ooftro.or llarrl.oon h oall b.1a back. 

Short17 attor talld.o.c witll Oonrnor l!arrho .. , llr. Xllau aloo .. nuoned 
thh publleaUoD to •· I a. UIWr to rq 1a.quir,, ho oa14 tho pomphlot ,.., not 
-o4 'Ooa.t14ont1al1 • Bh flrot roo41o.c of tho paaphlot rowalo4 DO J.aorloan 
nnao. Moot of tbooo lhto4 aro of t1rao or ln41n4ulo 111 Soah Aaerloa, tho 
llalUo Staho , SwUaorlan4, &1111 othor noutral oountr1u. Xllnlto h ho'riiC 
pb.otootatlo ooplot &ado of tb.1o ono OOJ!T, but will aako no 41apoo1Uon thortof 
pollllloc word troa ua. tho ••UoDal CU7 ho4 tolopb.oa.od b.1a to ooo if II'IICil a 
lht wao aT&llabl o 111 • .., Tol'lt. 

tho OOP7 of tbe lllut Liot ~ot rooo1To4 lf7 llr. Loroo froa tbe 
~7 !rut oft1oo 111 London h , ao far ao w lo:nov, the onl7 cop7 oo tar 
aT&ilablo 111 • ., York. 

.t.ft or -uoe1a.c tll1o oubJoct t o SKrotU"T llorpntll-., be ref orro4 • t o 
tho 1J.4nooro1 • I tallto4 with llr. llalllo 111 llow Tolil: loT tolopb.olll at llo35 tb.lo 
100rll1Jic. I tol4 b.1a of rq oollftnaUou witb. llouro. llarrlooa u4 J:aolr», !Ia n.....,. 4of1a1 tol7 (1) that tbe !roaftlT ob.oal4 bew 100tb.1Jlc to 4o witll rollao-
tac tlllo lllack Lht; (2) tbet tbe J'odoral llao01'ft ao the fhoal ... , of tb.o 
!roa....,. ollnl.4 aot rolaaoo U (3) that tb.o Loroe Ooaa1Uoo , oono14or1o.c ito 
ooa1-off1o1al oharlotor, &1111 tollowto.c attor till 4.02 roloaoo oxporloaoo, ob.oal4 
.. ot put out t hh 111foraUoa, oonta1a1o.c oo ..oil potoaUal 47ualto. 0.. tbe 
other hallll, J.aor1..,. buiaooo ohoal4 haft tllll 1a.toraU011. llr. Ja1l11 -••to4 
t wo pou1'ble ...,. of _._. u aftlla'blol (1) tb.o llr1thh J'I.JI&aclal CCI'OilOOlor 
ohoal4 han tho :r.t.ot u4 lot it 'be ullllerotoo4 that latoraaUon tb.oroon ,... IOft!lablo 
tb.roo.clo b.lo oftloo &1111 that of llr1Uob. Coualo 111 till 1Ja1to4 Btateo; 1t Pla.ooat 
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4ootn4, b8 ocnal4 of OOIIHO }IQI>lhll •118 ld.oi lliaoolt; (2) lien Allaa 8pJ'OII]. 
aoa.Uoo to tile pratt after Ilia 3130 oolltoHIICo tllet nab a Uot 1o aw.ilo'blo 
at tho offico of tb8 allan -u- JrUioll otficialo. 

Mr. J&ilio waa 4of1a1to17 of tile opiaioa. tile' uUIIor tile !rea.....,. aor 
ito fhoal acea.t olloul4 c1~ roloaeoo 'baooil. oa. •hrial rooo1To4 t~ ib8 
ch&Onolo 1a41cato4 aDd, tvtb8 ... re, 41d DOt tllialt tllet o1tb8r ov .b'baeoador 
ia. Loa.don or our offici.al oatal>lio-ah !lore oh011l4 bo ut111ao4 'by tile JriUoll 
ao their 11&&111 of pv;bliohiiiC tile roculationo. 

Mr. :Bailie told ao tllet ho ,.. to ooo GoToraor Barrioon at 1115, Yaolliac­
toa. Tlmo. If 1 c011l4 obtai& a oloaraa.oo froa tllo Socrot&l'J' boforo tllet llov, 
ho 4ooirod that 1 tolopllou Ilia at tho lo4oral Rooern. If tile Sooreta%7 41d 
a.ot clear thh, llo ~ootoil. Jq oonoultlJIC Dr. Stowe.r-t. 

1 coa.au1to4 Dr. Sto....n upoa. tllo abon quotioa at 12130 noon. l!o thO'QCht 
that the quotion of prooptnou ,.. aoro 1Joportan\ than that of tho olleaul 
throucl> which tile Blaalt Lilt ill.foraU011 oiiOIIJ.d be .U aftilablo. Ro tho\14:1lt 
tllot if tho Jritioh ..,.thoriUoo in tllio oollllt%7 could rol- tile iaforaUoa 
prot~ptl.7, 1t oll011l4 be handled throllcb thea; if DOt, tho Loree ccJaitteo ohcnal4 
llendlo it. lie iaquiroil. ao to wbothor the Lht vao official. 1 t old Ilia U waa 
WIT ....Urotaaa41DC tllet 1t vu oa official liot which hod boon obtained b7 tho 
GQarallt7 i',....t 1a London aD4 oent b7 Clipper air •il to tho o..&rant7 ,.....t 1a 
llov York. 1 aodo 1t clear tbat tho Troa.....,. Uoolf hod roce1T04 11.0 official 
word with roopoct to t llio Llot. 

!lot ba'fiDC had tho opportllllU7 of clearlJIC tllio aattor with Socret&l'J' 
Morgea.thall boforo 1115, 1 opalte with 11D4oroecret&l'J' l!aii.Oo at that llov. l!o 

c ·l ...: 

geft ao hio imocl.iah opialon, althoucb ho thO'QCht tllio ,.. a •ttor tbat aor1to4 
conai4orablo doliber&Uoa, tllet tho i'r~ aD4 :lo4or&l lleoern Jaalt oiiOIIJ.d lien 
notlliDC to do with it; and tbat Loroo, 1a llio capacit7 ao Chal....., of tile o.._ 
111ttoo, ohould DOt bo reopoaoiblo for 8a7 palllio roloaoo. If tho Jritioh 41d 
not ohoooo to aolto tho ld.et pllblio 1a tile 1111.1 toil. Btaho thrO'QCh thoir ow official 
clleaa.ole, 1111 onl.7 ida& -• that Loroo u a b-r aip t paao tllo vord em to otllor 
baaltoro that IIICh a lht wu 1a o:dotoDCo. Tho 'O'Ddoreoorot&rT etrouoil. tho 4oa.ger 
of 111.7 Aaer1can official• gettlJIC oa.t 8a7 otat-ate or op111.1oa wb1ch ai&ht load 
to tho iatarprotatioll tllet tho 11'. 8. GoToruOilt -• proddiJIC -• of firao, 
placoil. oa. a J lack loht 'by tb8 JriUoll, with whoa Aaerioaao ohOIIl4 u t tra4o • 

.t.t 1125 I toloplloao4 tho nbetanco ot 1q ooanraatioao with JCouro. l!aii.Oo 
and Stevart t o Mr. Jailio 'Olio ,.. at that llov with GoTorur Barrhu 1a tb8 lat­
ter'• office 1a lw York. I Olll>laialo4 to Mr. Jailio tllet I had II.Oi aloaroil. thie 
•ttor with ov Lopl Dopart-t. :rurtho ... ro, I rocalloil. tho 4ooioioa talooll ill 
tb8 cr<nq> aooUJIC laot WHit 1a wb1ch tho :roUr&l Ileum :Soard partioipaioil. to tho 
offoct tllet 111.7 doohioa ao to roleaoo of ouch iafor.aUoll ao thot llOW 1a (UOUoa 
wu to be loft to tho !~. Mr. Jailio oa14 ho ....Urohod 'ho oituUoa and 
wo1114 lie~ to vo llio o• ~'· l!o \old ao ho would oall • 'haolt it ..., .. •&1'7• 

CONFID~~ 

Regraded Unclassified



OOII'IDIIflj.JO 

.., ........... ~. 
I Mft pl-...n la JftriU.,. ao fll paool\lo la-.o\ \a 

yw, \M tollowlal ••-• ti'Oa \M ...ru ... ,Jal "~ fll \M 

&\ololU•U• - ON'l• tar ,.,...._ 11, 19)'' 

._.. ~ 'Mlac- et u.o ~nuoa. O..rel, 
.. ...,,_ '-l< .. lllt- \Ml • ._ .. ot ..,...., 
lnllb, aUl< u4 n\o wre ""' u UUed. \e U.olr 
proooH• 1A ot.rllllc bolllc -01'\ed. a \ ~.02. '11M 
Olaraa\7 l'ru\ abtoed. U>o J'""'-1 ltoeor.. - at 
lew Tert \a\ a .. , ... lolU *10 \M7 Mi ott•-' 
'" "'" ... , ... O.V.l .. -·" ... '" - -· 
\M\ \M •••llac 11M .. , '- ooli •• , .. pro--
,.,. et 11,£1. - ...... loT, .... u. ... , .... ,. 
•to• .-.oo u& •• ..... ••IIC ott..et \o Uoa 0.\rel 
., •• att\elal ,.,. at 11,02. ,.. coa,rol • • 
•lhtlei , .. , '"' -· .. , \lot .... - ....... 
Uoa ol•lliiC. !1M --7 tno\ Mil aloo la(alrei 
at loMoa ao \o -\Mr oonoa \Ula in• loT ._ ... .,. 
nr.o la -•tl ~ .. ll:lw(c!l.ilnoonoa ·-'" •• 
\M -.u. -.14 • •Ucl\lo tar \loa 11.0 2 ,., • • 
'11M .....,17 ...... u .... 

--17--·; 
(Signed) 1:1. ldorgcnlhau, J r. 

tM "••-'le 
...,. -.tlaea, 

._otlll7 fll ~nltwo. -·-Ml."Q'. 
(jJi-) 

~-
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September 22, 1939 

£ooor41ng to tnrormatlon recolvod by ~~sneoo oecret eer.ioo 

traa tltelr agent 1D Cllwlel<lng, on SeptOlllber 4tlt, Kr. LlYiDotr, tbo 

remer torolgn Oamnlsear or Sortet Rueo,ta arr1nd b:r pluo oooretly 1D 

Chungking end woe warmly welcomed at tho airfield by Oon. Oblug Kal-ahok , 

!Jr. Cbml h -lal and some fltt:r Chinese go.el"!llllent leedoro. Kr. LIY1Doff 

wa.s then dr1•cn t o tbe Wa1eh1aopu' a boatel W~t"'e he ata;re4 during hi a 

sojourn In Cbunglctng. 111 .. Soong Oh1ns-llne (lime. SUn Yet-eon) and lo!r. 

Chow En-lol then held a oonterenco w1 th Mr. L1 vlnoff tor o•or one hour. 

Arter thtlt t ho Soviet vloltor .. nt t o b<ld. 

The next momlllf: at about 9 o ' oloek, Dr. liang 0!1\1"4-lml. 

cUlod on !Jr. Llvinott o.nd had a two-hour talk with h111. lo!r. Llvlnott 

bonded over to Wang tor delivery two l ottoro trom Stalin and UOlotov 

tor c.n. ~Mans 1!.1!1-ahek, lo!r. L1v1nott &lao dleoloa<ld tho uture of 

h1o preoent v1olt to Dr. Wang. 

In tho afternoon Dr. Wang saw Ocn . Oh1ane Kal-ohok, reported 

dot.,ile ebnut tho mtoelon of Kr. L1Y1Dotr, and tre.nalo.Ud tho contento 

ot tho twa lottore tor tho Oonormllnico , 11bo l.a::>odiatol:r dn ot<ld b.11uolt 

t o doop thou&bt. Ro told Dr. Wang that o1Doo Con. Pal Cbung-bol and 

Oon. Obon Ottens w re both in tbo front , he could make no docioion tor 

tbo u.,. bolna. Ro ordered Oon. l!o Ytns-ch1n& to wire to tho .. two 

&onormlo to return U...Uatol :r, and bo aokod Dr. •an~ to ttU Mr. 

L1Y1Dott that tho ieouoo oonoornod could not ban h1o ~dlato roplJ 

because bo had to wa1 t tor a oontorenoo with reoponaiblt mil1 tary leadore. 

Mr. Llv1noff wee tal<on b7 01:'. • ang to oee Goa. Chiang at !I p.m. 

and tho till:' .. or t11., had a l...,tb7 talk. 011 tho - nipt, on. 

Oblang tan a part:r 1D Mr. Llv1noff' a bono!' and a l &!'SO aaber or gonra­

.. nt loadol:'o attoadod. 
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~ tollooring .,rDing (Septuhu 6th) On. Ohiaog called a 

ooatorenco ot gonnaont l .. dero to conoldor tho following tour po1Dto 

contained In tho lottoro ot Stalin and Molotov. 

(l) Tho l ottoro etato that SoY!ot Rualla, ()ume.n:v and Ital;v 

ottered to mediate In tho S1Do-1ape.neao dispute and that tho throe 

caUono are road:v to guarantoo tho territorial intocrity ot China. 

(2) '!'hot t ho three catlono unti.,...d a'boYO otrongly urge 

Chin" and lape.n to join their propoood t1YO power pact. 

(3) '!'hot Sortot Ruaoia voluntarily plo<lgtdboroolr t o chango 

t ho oo11111U111ot1c oyotem and that Germany and Italy would act ao her 

sue.rnntoro. 

("') 'l'he.t thO !ODII&t!On Ot t .hO propo .. d rift powor peet will 

rendor tho noutraUt:v act or .A:oerlce. 1q>ract1cal u4 coDaoquontl;v abo 

will be cocpolled by ciroumotancoo e.loo to join tho pact. 

Those pr$oont woro d1v1do4 In their opiniono rogard1Dg tho 

above propoae.lo but moot or thom ravorod a carotul policy eo aa t o 

o.vold falling Into any trap, 1'1De.ll7 Oen . Chiang 3okod all thooe prooont 

to g l n due conald•ration to thea• 1esu.ee and oont:r1bute thel.r ideu at 

another conteronco t o bo call~ obortly. 

' ' 

l(r' i • I 

I 
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Jo. 223 
................. 12, 19]9. 

oqpliiii'W, 

SUl1.710!r fnaoponaUn of *'erial• nn 
·- :.V...l'lu&Ma Il.at-r. 

HI DOiftAXt or SUD, 

Y4
''110f01, D. C. 

snr 

I ban "'" boaor to J'fdor to t'blo Collftlato'o uepa\oll ot hJ:I U, 1,),, 

tl'&lllalUill& 4oopatch Uo 1~ of J'lllT 10, 1,,, OOMOI'alJIC traupon MM!­

Uou prna11111C oa tlw ~ ~. Ia oo-uoa tbarowitll I 

,..., lwn tho bolllr to oubait ..U1Uou1 ioto,..uoa rolaUJIC to tlw trau­

ponauoa onr tlw b.1ch_,. ot 111ppl1oo tor \118 Cbiuoo Oon......,.t. 

'!118 ••••• -traotor J'fdorre4 to ill tlw ato.._u_ 4oopatch 

COD\1Jnoo4 4'111"111& J'IIJ.T &114 .foocla-\ ,. \raupen nppliol l7 tJ'IIOit tJ'o. 

tlw l'a11boa4 .,, Lubio \o ...nou '-'" O'TOJ' 'bo Gb1••• 'b...Ur, llo -

eperatoo a t1aot at-- \n*:l 4rift& l7.....,. ot Ju o, ""'lo­

..._., - Cbiuoo, ....., &l'O pa14 a\ \bo alto .. tla\ l'alo at - ,..... 

,.,. - a 4q (- u.s. $0.62 at proon\ ra\oo at nobo••>· DvUc 

,.. \118 Clbl.uoo •tbonUoo 11'&41all7 &Jqraoo4 wi\ll •• Hl"riooo ot 

-- ... .,. ... , _,_ .... eperatU, - ·- ..-. liMo \bo 

l>OCSa• .. ot ~. 'bondOJ'I, 'blo ,_bon 'b.- \lie~ -• ..... 

ta \bo tnuponaUn at ._.. -utalo ..& ...,Uoo I• tbo llatae• 

how ' ,.._ 1oona '" a.s-. 
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n. follovillc tlc=oo obow the -"• of tripo aoo4.e b7 the \J"GClr:a 

of th1o noot froa Laahlo to \boo plaooo 1A Ohla& 1"'Uoah4 d.uriac J'IIM, 

JulT, aA4 .lucuot, 1939· laoh tl"'ICCI: 1o 11D4orotoo4 to boon beR tlUo4 to 

no two-ton cepe.a1t7 bv.t DO\ onrlo..te<l. ~UUoo of ator1alo .,... 'bo 

oott.ate4 qvJ.te a.ccurahl7, t herefore, 'b7 .UUpl71r&C tho ll'llllllor of tripo 

by two. fhooo figuroo 4o not ohov coaparatiTOl7 oaall quantitloo carried. 

b7 io4opoo4ont contractor o dur~ Juno bv.t 1o4icah tho total ~luao of 

wpptho trnoporled troa Bvu onr tho hich""T durir&C Jlll7 aD4 J.acnot. 

JW.. Jlllz ,._.t 
!ripo ~ Tripo ~ !rlpo !!.!! 

I.uhio - Ohofeac 507 1,014 39 78 147 ~ Laohio - M&JICohih 167 334 10 14o 231 
I.uhio - Paoohon 41 S2 ~ 1,~ 

I oM !lou 

715 1,1130 503 T7l T5b 

The aotorialo carried conoiotod pr1Dc1pallT of ...aD!tion, but 

included ho llw>dred tono of T.!f,T, truoporte4 dnriJIC .lucuot. 

:87 A.uf;u.ot 28th all a1l1tarT ""Pl>lioo thon e.waltlr&C ohipunt e.t 

Laohio wro ole.e.re4, aA4 e. few t l"'ICCI:o ,.re uae4 theroe.fhr t o t ruoporl 

pao11no. n wao n pe.chd, hoveTor, th&t &441 Uonal ovppl1oo of ,... 

materlalo ooon would bo ohlpped b7 re.il froa B&ocoon to Laohio • 

.lo tho forogolJIC t&l>1o lalloatoo, nono of tho trucka opor&tlJIC 

ont of Laoh1o proceed.-' ao fe.r ao Paoohon duri"C J.acnot. \'boo rauon 

wao tboot booa~ re.lao cawoe4 froqueat lall4o11doo aA4 ..aohonh ia tboo 

&OUDtalnowo co'Wlt r,. tbrouch which tboo roe4 paoooo bot,..., llaJICohih aA4 

Pooohao, roo4or1JIC th&t oootlon of the hlc:lnMT Y1rtuall7 ~o&l>lo 

~t tho CJ'M*or pe.rt of tboo aoath. n lo 'Wldorotoo4, howo'nr , 
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u.s -.,. ntaa la UoU reel• - ~ la lop\-'er - UoU -­

aro .....,- la "'flllrlac •-pf oeotleu llf \Ill lal&~awT. 

17ataftnUo -'lin 00841\1 .. p....UUoc <lllrl.oc lol, a4 Aacu\ 

1"-'lT bMporo4 \bo openU• of t..-o la o\har ar ... eD4 o.uo4 

froqv.nt ul,qo. -· \!Ia ..- .. apt.,.. .. \rattle--

Diatrlba.Uoar 

.&llftii c. D&Jif 

.Aaftla c. :a,.q. 

.._loa Couoal 

1. Orlc1Ml - fov o<~ptoo \ o Dopon-. 
2. Cow h .Aaorloao -.q, J.a4oa, 
3·. Cow to .._.l.oa -.q, """P'IIC• 
II 0epr h ..._.._ Coanla\o -.ral, C&loU\a. 
5· CGpT to .._,...., Ooulil.Mo, ._.._,., 
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original incoming referred to Dr. 
~bite t o prepare a reply . 

photostat i c copies referred t o Earle 
Baili e , Professor Viner , Professor 
Ri efl er and Professor Stewart. ¥ . 

• • 

1 

I 

• 

9/26/)9 - IIIliS 

• • 
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THE WHITE HOUR 81 

Sept. 2), 19)9 

.. 

Pl eue bring to me some day next 

-.ok aft er turtber obaerYat1on. 

.. 
I".D.R. 

tA~ cY ~ 
v ~-. • I 

.. I -
~ ~~~~ . ~ b .. l .. 

~ 
\ 

• • 
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TH!: SEeAC.TAAY OF' T HE TR~ASU A.V 

W A8 1o41NO TOH 

1EP 10 1131 

Ill arder to _.bl.e ~ 1'reaftr7 De~t to ldalD.iat.er 
tho prorlaioae or ,..,.... regalattoae or S.~r 6 Oll4 11, 1939 
cOilcomiftJ ore41 w to boll11•1'811te, I haft alille4 0114 u aub­
aittlnc beNwlth tor pmr approftl, recal&tloae requl.r1.Dc 
per11011a to report perlodioal.l;r all ore41t tranee.otioae with 
bol11c ...... w. 

Tbe propoee4 zoecalat101le1 wlllcll baft 'bNn reo 'e4 
bJ tM .&dwieo17 c-ttoe ...tat1.Dc • 1a -uoa with thle 
probl.., will .... bl.. ~ Treum7 to keep iw.lt iat....-4 .. to 
cre41t trOilN.OtiODI with bellipreW, Oll4 to detect prol>J.b:lt.ed 

traneaotloae, 

I reo_.t ,..,.... approftl or clle attached recal&t101lo. 

&2 

Regraded Unclassified



a:a~-.r.~ .,..._ll--· ... n­
lliiJflfla---& Ofl1oe ot .... ll•••tal7 
HI! .30--UIIIILif]l IaiiD It !BI ew•aRJ 

~ !D !PIIll"'r IIIIID !B1 I'PmAJD 
QaJIMDQ 18M'"" !0 IPVWP a, 
AS • ....,. 

lltpt•btr , 19)9 

if.-1 wa4er \llo joiDt. rMOlat.1cm ot _. 1, 19YI, ,c> hat.. l2l ( "'o 

.... trall. ~) ... ...s.r \110 JleclllaU. c ••• n tna O...U.te to 

Bell.iaorcw, u -w, 1111Gb .. uned tv \llo Pr..U..t. ~t. 

to ....UC. 3 ot 8d4 ~. -.4 wa4er all o\ller lllltbort\7 ot J.u.• 
S.O. 20. 2. 'rm:t.e•-Jini:T ~ ~'' •elliDar or """"'-liDI 

lxll1cla, .-u .. , or o\11«' olllJ&aU.. ot a .,,_, ot a bel.l1pl'et. 

atate ......, 1D a ~Ucm ot tbo Predd.,t. iNu4 ~t. t.o ...U. 

G3 I 

1 of \llo l.at.rali\7 ~. or ot .., poUUcol ~~ ot .., - .tate, 

or of .sT ~ mo.. tv tllo ~ .u:i.DI \llo nport. to be act.1Dc !I# 

or Clll bobalt of \llo p v• at. ot -.:~ ......, .tate, u.a.4 an.. ~ 

clato of - procJ.a.U., or ..t=a .., loe or .t....U.a .., orodU 

to.., - po• ct., poUu.-1 ~~. or ~ Uz•o'•.,.•a 

ord1Daz7 a a 1 odal oredU8 -.4 ..,.._U.. obllpu- a aJ4 ot 1-" 

~ -.4 ot a obal'uW ~ .... 1D DOnlll P-•UM 

C: I IEodal u...ouau) ILball fllm1& t.o tllo lleoret.u7 Of~ 

~. ~ tllo ~ I• •• llek ot tllo dS.8t.rSft 1D 1111Gb 

IOOb ~ bu Ida ~ ~ ot 'bui.D- 1D tbo IILdW 11\et.ee, 

!Dlbr.aU. rolat.in .a..no ,... r.,.n tl#lll ~ tv tllo 

8oore1.oz7 ot \llo ~. IILiola ~U. oMll be tllmi& .. ca 

• ...tlT 'bo.ILU GDep\ u \llo I no'->:7 ot ~ !II 1 •"'7 Jlll(f ~ 

~ iDti#IIIUao a-· a- or.,., • ot-to be f'llndAI .. 

Clll tllo 'bo.ILU ot ~ 1.11~, prori4od, be •••• tllot. tllo t1rft 

repon ftlo4 tv _, ,..._ II• •r ILball - ~ ~ dDI 

lep, ... .., '· 19)9, ...... ~' ""'" ILball - ~peW 
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o-olJoc wUII tiM e4 at tiM peried N-ed "' tiM s-.41•\elT 

prmou ~· a.p.ria lball be t1W wiWa 7 ~ atter tiM _.. 

o.t tiM ...-, ... period, oot.aed "MMMIT, prvwide41 laowt.a, tllat a 

axt.D&1011 of tlaa U... tor .UW., 0114 t1Uq eq report 8IfT be ~ndt\ed 

witla tlao appt'OY8l ot tM horet&z7 ot tiM 'freuolr7· m ~.,,.. -­

laalJoc 1a ~ ~tlou prior to tiM 1-·•M ot tMoo 

ro~Uou aball tu. tlae1r tlrwt report& wiWa 7 ~ tr.a t11a 

dati ot t- repl&t1ou, 'ldd.ob report& aba1l 1aohl4o all reportaba 

tr11181oUou oapced 1a 'bT WDob ~10111 -..c1ac 8eptoUor 51 1939 

8114 prior to tiM 1-oo of t.Mio repl&Uou, Report t- -:r be 

obtliaed troa 7-.!oral a.,_ baDb or braaola buka ot tiM red&nl 

lteoorn S,.to., or at tlaa 'freuolr7 Dop.rtaat, •ulaiJICtoD, D. O, 

l&ob ~ nqa1red to t1a a roporl aba1l 11p011 ,........, ot tiM 

S.orot&z7 ot t1ao boullr7 or eq Ted...U lteoon. boAt t'vll1all aola 

a441UOIIal 1DtortO&t1• u t1ao S.Orot&r7 ot- rr......,. or eq r..t...u 

a.- boDir: MT reqv.ire, lotlalq bere1a aba1l be ooutn&ed to 

ntlaoriao tiM clolJoc of a:r .aot or tldac pnlalhi\ed 'bT -u011 ' ot 

tlao •.utrallt.J Aot or liT eq otlaer prowialoa ot a..• 
S.O, 20,), Booordf•-b ... T ~- reqv.1recl 'bT ...U011 20,2 -...r 

to tUo a report llaall toop &OCNra to a4 dot&Ued reoord& of oaola tnlll>­

aotlOD OOBC....U.C w!Uola a ~ 1o reqv.1recl to be flled, Saob reoord& 

aba1l be pnoated tor at lout) ,.ora a4 aba1l be ...SO anU•blo tor 

-....u ... "r a 4lal;r atlaoriled •• towtau ... ot tlao horetlr7 ot t1aa 

rr......., •• 

s.o. 20.4. Nne! r·· 'D 'ek• •. -aaoll re4eral ....,... 'blat ab&11 

koop ltealt ......._UT 1Dta..d, witll nepoot ta ita - 41ot11.ot, u to 

t1ae ~ou --ac "llliola a report la req-oJ.rod to be tUod 1lll4ar 

-u• 20.2 ot tMeo repl&UOU, a4 allall report to t1aa horotlr7 ot 

tlae 'freuolr7 -:r ao1o _t1011, att.ptl4 or attooW, '11111ob 1o­

pondt\ed liT t1ae ••trallt.J Act &ad tlaa ropl.a\1011 ret...,.. to 1D IOOUOD 

( 

Regraded Unclassified



_,_ 

:11),1 •-t. tM ~ ••• •• "-b iil11 en u ft.-1 ..-w ot * 
1111~ atat.ll 1a -..u.. 111. ·- ....,alat~aa.• 

&eo• 3),,, bn""' "• INU• 3(o) ot tile I..V.Utir Jot. ...... 

.. tollolill 

...., ... ..u dllaw til• ~ •t t1>11 _.,., • 

ot .aT riC'Il&U&I 1--' loa ';r ..U, ..-~ 
tiiiiNOt, .. tJal4 an _.. t11aa ~.oao or ~ tw an 
..... ~ ti'i'l 7 ......... botll. AooiU •• dlla~ be ... 
oorpont.iGol, 01'1 •-~, Ill' uo ldaU., ...... om- Ill' 
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w tb• pcal.tor h.aia ~· • 

s.o. 31.6. W1" , •• ==m';'=.-11l-~ .., be 

li'PR>YIIh 
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to -\icll Jot ..U An, •• .,._ nll ••• aatllorlt;r otl.u.• 

S.C. :10,2. ' N. ....,. pur.. po&hbuiDit ..... Unit or •-~Sac 

baa4a, e-nu .. , or oill• o.Up.\t.GIIe ot • .,,.,_, of e bel.llpND\ 

1 of tlla 1•\ruU• An, or ot .q ,..UUonl .,.4hUioo ot 11q - o\Uw, 

or ot 11q per- IIDoa 'IV •• ,..- nelda& tbu ropor\ \o 'Ita ae\I.Jla fer 

or oa bobalt ot til• .,,.ZLI&t ot _, - o\Utu, 1..,.... ul\er tlla 

date ot- prou-u., or 8Miq _,loa or ...,dial ~~q arudl\ 

or41n"'7 •-=~•.u•l' .....U.\8 ad ..,...U..• o'Dlip.\t.GIIe t.a aid ot l ,.U 
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!raul.r7, tllJoooliJio t11a r..s-.1 •• •• '-at ot tile 1111\rio\ la llo1lla 

- .,._ban llin prf.Daipal p1nM ot llu1D•• 1D tile lftited 8\1\M, 

blb ... U. raloUw ..._ ..,... rtpOI'\ tone ~llatl 'IV tile 

~ Of ibe '"--"• ... la.tbnoa\ia -.11 M Jl&millaed-

a ~ a..t.. ~ u tM I II t? 1fT of tbu !Hun'fT _, aatlloriaa 
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• tile a..t.. oil..,.. t.a\oual.u, ~ ..,_, tile\ tile t1.rn\ 

""'" ftlet "' .... ,..... "" •• ..u - tile parW -alAe 
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·~:s:;JiU.'iUlU AUACHI 

.MAf'IQ"AI' atiNA. 

II9XJW aces a Qllii&lll) oow;a '*' POiOI 

Illto:rMUon oooved t.- a CIII.Jiooo ottlolal 1lbo hal ju.t returu4 

htr ntY Jmbaua4or, SoYlot lluula hu mado a concreto propooal to On. Clllanc 

&&1-ohok aa a ooodition tor tho tormor to i ncroaao bor •IIPIIOrt ot Clltna I.JI 

tbe resiatanoo api.Dat Japan. Tho So'fitt .lahattad.or -.. allopd to ha'ft 

prosentt4 a Uat ot namoa contaiDlJIS oftr ono hllodre4 allesodl 7 corrupt Clllntoo 

ortiolal.o Ytth Dr. H. H. XUns, Oon. Ho Y~·ohing all4 Gen. Chang Chun headtna 

odd Hot , W1 th tho oucgosttoo that those man thould bo dtpl"i'ft4 ot thtir 

polltlont and banltht4 tro~> China, ao tht 7 conatituto tho rtal onoaioo o r tho 

ne.Uon. 

Sinoe thou mon art all wwo.lth7 , it will bo bettor tor thOII!l to ro-

tiro to A:Mrloa tor a ft11 7tar& t o that th07 11111 ..,t onl7 ha'ft a qulot tlat 

I.JI 'llhlch to ropollt their alna but aloo tho opportUDl\7 to • •• what other 

pooplo are dolne t9r their oount.1'7. 'l'bo So'fiot aucgootlon nnt on to ro-

•' 
COIIIItod that On. Chlans Jrai-th~k ahlluld r...tn u Oh1DA't l .tador, booauoo 

his """tltlohDtM tof4 tar-aiptuao tu1l7 qualif7 hia tor t ho pot iUOD 'III>Ut 
. : 

tho potltion ot proaldtDt ot tho lluoutln TUaD thould bt ainll to Jlr, sim 

Fo , and Otn. Chu 'r.b, tho ftl~k1101111 loader ot Clllna'o rt4 &mJ obould bo 

•dt J.!iultttl' ot liar. 11r. Chu *"• 11r. Chow b-lai and - othar _..tat 

tt Ota. Ql1olla ooD14 

aooopt tho abo'fO propotal, So'fitt l!\laola 1• rood7 to gin China tDOusl> •IIPIIOrt 

t o oruth J'a,pu i n a abort period. Oon. Chl&DS 1• roportt4 to ha'ft proadaod 

to conaidtr lllo propotal but latar toUJI4 bi.llatlt Dl>t I.JI a poatttoa to OUl'7 

Q out tho Witboa of SoTltt ~ala . 
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Tol Seoret&rJ ot State, Vaabiacton. 

From I Amerioan Eabau:r, Berlin 

Dated: Bepteaber ~. 19:19, 8 a . a .. 

Reo 1dl Septeaber ~. 19~9. ~:.a p.a. 

No. 1:5811. 

It can be eaid that the eoonoiQ' ot German;y baa tor a 

long t111e been eet up on a war buie. RoweYer, now that 

host111t1ee haYe aotu&ll7 broken out and there ie a etate ot 

war go ing on with Germa117 tighting aga1ns t England and J'ranoe 

and Ruuia being aligned on the e1de of Geman:r, there are 

certain new faotore whloh are ot 1llportanoe in eYalu.at1ng 

German;y 1 e eoonoa1o situation at tha moment. Goering aaeerted, 

during t he oouree ot his September 9 apeeoh, that German:r wae 

sate trom blooltade and that ehe wu ent1rel1 prepared eoonoalo1~l 

tor a long atruggle. Thaae aaaertationa are oontinuall:r being 

repeated in Gera&n7'e preaa in one w&f or another, but log1o 

ie not alw&J• preeent einoe one article will ehow that the 

food euppl:r in German:r 1e eutfioient and 1n\'Ulner&ble troa 

blooltade, ~e another artiole w1llJ>our oon4eanat1on on the 

blooltade alleg1ns that 1t ie .. ant to et&rYe woUA and oh1ldren 

in German:r. It 1t ltnown that until the auamer ot 19~9 Goering 

baa oha8pione4 a relaxation ot toreip pol1o:r ot aggreu1n 

net\lre beoauae Gera&n7 baa neithar attained eoonoa1o ooneol14a­

t1on nor wu tull:r read:r tor a general war an4 thua, aooord-

1ng to reliable opinion, Goerins realhed tull1 that the 
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apeeGh be aade on 8eptellber 9 oonahted of propeaanda aeant 

to enGourage publiG aorale, althGugh the eourcee being aade up 

of patriotiG Gel'II&Jla and baYing knowledge ot the eftiGhnt 

eopionage eye tall are oaretu.l not to reYeal just What the ReiGb' • 

economic weakneaaee are. No reliable judgment of Geraanr '• 

ability to &tand up 88&1net & long W&r G&n be Uda, tlwrafore, 

before there exiata further information regarding what war 

reaer...atione of munitions and ll&teriala Germ&nJ has and until 

some indication is given regarding the Gharaoter, extent, and 

aethod of the Reioh1 a future lli.Utary operat1one. Nonetheleu, 

many reaervatione can already be applied to the aaeertatione 

ot Goering. 

Eu:KorrieUIIIL 
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Tol Secretary ot State, Waeh1ngton. 

From I uer1oan llllbaeer, Berlin. 

Datedl September 23, 19~9, 9 a.m. 

Rec 1 ~ 1 September 2~, 19~9, ~122 p.m. 

No. 1386. 

Goering'• declaration regarding general trede, When 

he eaid the blockade vae ( ') thin becauee 1t oonra cnlJ the 

area troa Basel to Denmark, 1e alelead1ng. The reaeon 1a 

that ae compared to the delay with wh1ch the all1ee applied 

their blockade 1n the World War, preeeure ot the preeent bloclr:ade 

h&a alreadf aade 1tselt telt in the maJor part ot the overae&e 

trade ot the Reioh. Ot all her laporte approx1matelr tventr 

percent ie made up ot the trade Germanr has with enemr nationo. 

Twenty-three peroe.nt ot her e:xporte and thirty percent ot her 

importa depend upon Germanr'• trade, now almoet 1mpooeible, 

with countries overaeae and in Europe. Only tortr-tbree percent 

ot Geraany 1 e 1aporte ooae trom neighboring oountriee, Tbue tar 

communication with these countriee approachee normal conditione, 

Hcvever,qulte a large section ot produote iaported troa theae 

oountriee adJacent to Germanr an made up 'llhollf or partlJ troa 

material• which were imported in the paet troa abroad. It ie 

probable that with a bloolr:ade in etteot neighboring countriee 

will be unable to import suob goode into Germanr. Tbue it would 

s eem that the Reich would be eevered troa at leaet halt her 1apor' 

renrvoire 
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r .. ll'YOira of lliOII&aJT ll.;)pllll, IYIIl whlll allOV&IIOI 11 aadl 

for an aucatll\atioa of laporte fro• oouatr1ee lUie Ruee1a and 

Ruaania. 

B7 ••an• of Ooer1ng1e d1eoouree, coupled v1th a oolletant 

flow of pr••• art1olee Oil the auhJeot of Ruee1a '• large 

natural r .. ourcee of rav ~~&ter1ala, an atteapt hu been ll&de 

t o picture the Re1oh1 a lou due to the blockade u being 

tllpplantl4 b7 1.1!porta from Ruae1a. Reliable op1n1on in Geraanr 

atatea that w1th1n the eubeequent IIYe~al months aanganeee, 

t111ber, and nu: ill 11a1ted aaouate fro• Rueda will probabl7 

be a1'&1lable to GermaJl7. But that would neoeee1tate eo•• 

t iae and cooperation from the U.S. S.R., eTen to the extent of 

Ruoaia1 e perm1tt1ng e2Perte from Germanr to adYlee and direct 

ln her c enter• of production before aD7 R11ae1an euppllee 

would be aY&llable to Gel'lllll7 1n 1aportant aaouata. lleo, 

1t would be neoeeeary to wait for l .mproYement 1n pre11nt rail­

road ooaaunioat1one between Ger!DIIl7 and Rueela and wlth1n 

the 8oYiet Union 1tae1f. 

Ohanc1ng froa the eubjeot of the general effect of block­

ade on the Reich'• !aport trade to 1te 1nnuenoe on thoee 

ballo soode neoeuary to nour111h the Geraan people and to 

euei&lll a111tary operat1one, lt can be etatl4 that 1t 1• ahown 

b7 a et114J of the food aituat1on that takiAS 11lto oonaldera­

tlon ~ produpta and aupol1M wh1oh can be obtained 

eoutbaaatarn 
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eou~utern u4 aor._ Ia 0111 1114 troa *-' pert or 'olall4 

vbioh GIS en:r hal ooaap114, llllllOiibM«l:r ~ Rellll 11 1ll a 

auoh bener ooa4U1oa thaD m• wu 1ll 1.816 1114 u eboul4 be 

poee1ble t or her to obhlll aod rtbl pro4uote 1114 th1ll to 

hold out ap.1111t a b l ookaAI w1 tbov.t elltflrlDC llllllv.e ~. 

I IUXorrleiiiiiL 

Regraded Unclassified



nJW>J1BA.81 or m I!!!W! 

Tol 8ecret&rT ot State, Vaebington, 

From! .t.aer1caD Ellbaaq, Ber11ll, 

Dated: 8epteaber 2~ , 19~, 10 a.m. 

Rec1dl 8epteaber 2~, 19~, •:~& p.a. 

No. 1:587. 

96 

There eld.ete a eer1oue lack ot 111&1'gar1ne. Margarine 

euppliee approxiaatelJ one third ot the tat neede ot Germany, 

and it is made ot materials Which Germany 1mporte trom areae 

nov out ott trom the Reioh. HovaTer, 8oae nergeooy deriTa­

tion 111gbt be deTe1oped from Poland, though the exact teri­

tortal areae to be u1t111ately reclaimed by the Reich 11 not 

yet known, nor i8 it known how much d.allage ha8 been a uttered 

by the productiT1ty ot that area. Another factor to be taken 

into coneideration ie the demande tor 'llh1oh the present re­

source• will be called upon, in order to nourieb the people 

uprooted by the strtte. lurther110re, only approld.~~atelJ 

forty thousand metric tone ot animal tate, taking in the f'a·t ....... 

content ot living animale, wae exPorted in 19:58 b:r Poland 

to nations other than the Reich, that is to say, leu than 

two percent ot the 19:58 oon,umption ot tate 1n Germany. The 

Reich'• egg eupplJ ehould be aus-ented to a greater extent 

by the occupied area ot Poland. {The 19~8 exPort ot egge by 

Poland to nations other than the Reich equaled approxiaately 

the percent ot the d111in1ehed oona~U~Ption of egge in 

Gemany. ) The contribution wbioh Poland will melte to the 
Re1oh1 e 
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Relo!l'a ilQ;~ d •a ... taa4 pUll •..a• 11e ... ~ 
poi'MDt aa I'SIPPCa qqatltF. ... .. , .. , tba JII'M•Uoa at 
\haas SIWU.S 1a hi lr - n....- fa lllal' '•11' .. ,._ 
Polall4, should be a.rtlalaat fol' till llalela'a •'•' aaa4a 
tor aD 1114at1aUa tlaa, 411a to U. peat "''"" 1a poa1a 
vbioh aha baa u4 as to U&a uaa1 auppUaa of poa111 aa4 -• 
troa ul~ aouooea. 

Tba oaloalatloo t.r Ga....-,•a ralatlYa aalt-.utflal..., 
lD f ood la baaa4 OD Staa4ar41 Of food OODS1111pUOD tlhlela ban 
baao latal7 I'ISVlot... .l apaolal Garua food oo.alaal­
a\ata4 la an ~~~q~ullo!lad ~ that troa t:bt nnpolat 
of health aYsracs f ood oooaiiiiiPtloa atao4ar4a are uaaaUa­
faotOJT. It la praa-4 that this 11 Ylawa4 troa 1:ba UCla 
of a datlolaooJ' lo Yltaalaa, aapaalall7 1:ba daai"U& of tl'ult 
dlll"iog J'SSI'S of pool' oropa, altboiiP no 8PS01al 4atarloraUoa 
of gaDU*l health 1a 11114aratoo4 to ban baao 41aSOYSI'a4. 
'lila ra&OUOD Yla-&-YU the radaoa4 I'StlODS 1a 1101'S la-, 
portaot. 'fills pabllo raaoUoo, altbo..P U aooa;ta c-I'SllJ' 
thasa aot.roa4 rauou as balac u oaasSJ'7 aad SIIOIIP to lta8P 
llta golJia, oou14an taaat wbea bou4 topther nth tba 
41trloa1Uaa a.br'~a4 1a 1111'1-•• to tba ratloDiiiC SJ'Sta 
the IIOI'Sla or t:1aa PNPl• nll 'lis 114wwaal) attHta4 aa4 
• l&bt proya to be u t.portut lat~ taotor, alloa14 the 
a,. .... be .... -14 f• 1 .... 

• IIINI'la .... 
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PAJW'I!!W!I or 'l'PPN' 

Tol 8eoretarr ot State, Waehington 

Froal Aaer1oan Ellbae.,., Berlin. 

Dated: September 2~. 19~, 11 a.a. 

Reo1d: September ~. 19~9 , e:o' p.a. 

No. 1389. 

sa 

Turning to the proTieion tor tundaaental atrateg1o goode, 

the 1~sutt1o1enor todaf ot the Reich' s doaeetio production ot 

ore and the tact that Germany ia denied aooeee to i-.portant 

supplies due to armed oontliot and blockade ie Germany' a 

pla1neet wealtnua 1n her war eoonoar. Iron ore to the amount 

ot t h1rt)"-two 111ll1on tone wu produced in 1918 bJ Gel'IIADJ 

with Auatr1a, Hungary, and Luxemburg, and euppoeedlf Ge1'11&111 

received further euppliee trom thoae parte ot BelgiUID and 

France which abe had occupied. Today the Reiob1 e production 

ot iron ore it only titteen million tona a rear, (taking 

i nto consideration eTen t he particular ettorta ot the laat 

rear) and a oonaiderable part ot thia ore hae an iron content 

considerably lower than oree ot Lorraine retaken by France. 

tatb iron content tor a meuure the Reich baa been toroed 

to get almoet eigbtJ percent ot'ber naede ot iron ore troa 

to reign auppl1u. Ge1'1U.111' e iaporta ot high-grade ore in 

1938 oaae to twent)"-two 111ll1on tone, wile elenn llillion 

tona were produced within Germany 1taelt. By making uee ot 

depoa1ta ot poor qualitJ, the GoTernaent in GermaDJ planned 

t o inoreaee ore production to 2e.? a1111on tone. BoweTer, 
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it vas envisaged that three rears vould be neceeeary to 

aooompl1eb this. Though thla Job undoubtedly will be 

speeded up, ccnaiderable time muet intervene before the 

program oan be completed, if war con41 t1one allow that it 

ever be brcught to completion. 84J~poea4lr while the lforld 

liar waa in progreu, German7 il!lported the maJcr part of the 

ore cutput of Sweden. This oame to aix million tone in 1918. 

Nine million tone ot ore from Sweden were taken by Germanr in 

1938, but 5. 5 mJ.ll.ion tone ot this amount were produced in the 

northern m1nea and were sent via a route which has nov ceaaed 

to be available, i . e., bf war of Norvar and the Nort h Sea. 

Evidence ex1ata t o the effect that the Reich baa augge~ted 

that S>reden maintain tull1 her ahipmenta ot iron ore. How­

ever, according to reliable eourcea to do this it woul.d be 

neces sarr tor the Swe41eh Government to construct handling and 

railroad equipment. '!'hue considerabl e delq voul.d b e 1nvol ... ed 

b efore large emounte of ore coul.d be ahipped via the Baltic trom 

the moat northern lllnee. Whereae certain other countriee pro­

vided her with about tortr-tive percent of her ore needs in 

1938, German1 ie nov aevered troa theee areaa. Thue evan 

ahoul.t t he 19:58 level• ot eblpaente of Sve41eh ore• be 11&1n­

t a1ned; even should Luxemburg keep up her ehipmente to Germanr 

of orea, which amounted in 1.9:58 to 1,7 lllllion tone; even 

ahoul.d Clel'IIIUI1 use Poland' e 1ear11 production or eight 

hundred 
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hundred thoueaD4 tone; eYtn 1f Gerull7' • 4oaeet1o pro4uo­

tion ehould be, b7 eoae unueual effort, quioklJ brought up 

t o i te pruuaed 7earl7 II&Xiaua of 26. 7 ailllon tone, the 

supply of iron tor greater Gera&DJ would et1ll reaain leee 

than the amount Gel'lll&ll:r had in the World War period. 

Regardi ng Germ&J11 1 e reeerYee of petroleWI produete, 

her laok of thue thi.nge 1mprond when the Reioh acquired the 

Polish ·r1elde having an annual output of aixty-eix million 

metrio tone of orude oil. fhie uount oontrute with •.a 
million tone wnieh Germany 1mporte and 1.7 million tone of 

different petroleua produote vb1oh abe produeed 1n 19~ within 

the oountr:r. 'l'be Shell 011 OoiiPan:r 1 a Genaan 41reo tor died 

enroute baok to Germ&ll1 eeveral day a ago, but it wae at &ted 

by the German preu that hie minion t o Jluunh wu euooeu­

tul. Suppoeedl7 thie wae a mieeion to 1pereuade 1 Rumania 

t o euppl7 Ger.aft7 wit h turther oil suppliee to be repaid in 

goode. Ruaania euppl1e4 Germany v1 th len than tvent:r 

percent 1n value of the petroleua pro4uote imported to 

Geru&~~T in 19~. Anent a eouroe vb1oh 1e reuosl7 rel1ablt 

the ruerYn of petr oltua that Ge1'11M7 baa plue her output at 

home are enougn t o euppl7 her want• tor one :rear of aotive 

t1gbU.ng. 
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To I Secretary of Btate, Waeh1ngton. 

!'rOll I .t.aer1oan Eabaae1, Berlin . 

Dated: September 23, 1939, 2 p.m. 

Reo•d: September 23, 1939, 7136 p.a. 

No. 1402. 

Concerning the ooal situation, Germany ia an important 

exporter or ooal. Rance the war and blockade should a.rrect 

Geroany little in t hie regard. Germany might eTan be enabled 

to raise the amounts abe exports let alone to meet requirements 

tor war, due to the taot that ehe ie nov in control of the 

mines in Poland vi th their twenty-sight million tone aurplue. 

Nevertheleu, Gerlll&l\7 would appear to be moat Tulnerable to 

the etteote ot the blockade when it coaee to imports of cotton, 

tin, rubber, nioltel , copper, and aeTeral rurther materials. 

Though dependable intor~~ation bas not bun recaiTed regarding 

what military reaenu German1 hae or what poaaib1lit1ee eha 

may baTe tor replacing t he aboTa-mentioned metals with 

eubatitutea, a truatvorth1 source reports that Gerii&D1 1e e"'pllea 

ot copper tall below the reaenaa ot 191,. 

Turning to the taxti.le situation, though the nevapapare 

in Geraanr often apeak of Rueaian cotton production, thus 

tar cotton txporta from the u. B. B.R. do not eurpau an 

annUal production of about thirty thoueand balet, which 

aaounta 

Regraded Unclassified



- 2- 102 

amounts to approx:iaa tel.T tvo and one-h-.lt paroent ot the 

1938 import ation of one million tvo hundred thouaand bal.e1 

into Oermaey. One underatande that that part ot Poland 

which baa bean occupied is euppliad with enough cotton and 

-f i nished textiles tor several. montha and that t his suppl.T 

is now in the hande ot German t orcee. However , wban uee 

hal been made ot t his auppl.T Poland, ae tar a1 textile• 

go, will probably become a drain on Germany, tor the Reioh ' e 

ho:ae production ot natural and synthetic tibre1 accounted 

approximately for merely a third of her 19~8 ooneumption of 

t extiles, and t.h1s in rtav of the tact of large investment1. 

I t vould eeem, however, ae it Germany would be in a more 

favorable pos1 tion t han she vu in the l·lorld War period, 

even talt1ng into account th1e inautticient though 1ncreu­

ing output . 

Concerning the supply of labor, Germany's ocoupation of 

Poland migbt seem to pr ovide her tor t he moment vith enough 

labor to carrr on necessary industrial and agricultural out­

put. Ae the eituation s tande, unemployment again ax1eta i n 

Germ&nJ due to the tact that the population hae been v1th­

dravn trom expoeed weetern areae; and beoauee material ie 

no longer available work in unneceee&rT tradee and induetr1ee 

has d1m1n1eb.ed. Already it 11 bellaved that 11veral hundred 

thousand persona are without employment, thougb figural re-

gard1ng th1e are unavailable. '1'he a uthoritiee are concerned 

oYer 
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o.,.r thie dhatloa, though 1t baa bou ea1d that the CloYen.­

unt will giTo work to tho uaa.plOJed, booauao ot tho ex1e\­

enoe ot poaetblo oauaoe tor eootal uaeaatftoee, a attuattoft 

which mq ro•tft until thaJ oaa tt.D1eh tho prooou ot IIOdJIC 

and tra1D1ag tho uno~lOJOd to take up work Oft oaaaftttal 

proJeota. !hue aa ooD41t1ofte are DOW, CleJ'MftJ abould be 

able to gat raoft without 41ttioultJ tor her induetrtal and 

military neade, Later on, thougn, German~ might onoollftter 

trouble in thta regard wh1oh aho did not aeot duriftg the 

last war. ror then ehe poeaoaaod aoao aeeote aaounttag to 

twelve btlltoft •rke and eho waa able to osplOJ thoee to paJ 

tor a great part ot her vi tal 111p0rh in plaoo ot having to 

put tnto the making ot goode tor export plaat •teriala and 

labor wh1oh aha needed t or the making ot munitione. 

; 
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Tol Beoretarr ot State, Waei1Dgton. 

Froa: American Eaba••:r, Berlin. 

Datedl Bepteaber ~. 1939, <l p.a. 

Reo ' d: September ~. 1939, 1:36 p.a. 2<lth. 

llo. 1~. 

It is still a oaretull:r kept secret regardi.ng what 

the foreign exchange and gold position, aotual and potential, 

ot Germany is. DuriDg a oont1dential tal.lt regarding an 

ar ticle which ftl>peared on June :10, 19:50 in Ill! ~ York 

'!'iaea and which olaiaed that one billion marlte (1400,000,000) 

could be mobilized b:r Geraaan:r, it wu eta ted b:r a source 

which is dependable and authoritative that the true gold 

supply ~1hich oou.ld be mobilized b:r German:r wae tar leae than 

t our hundred million marke (Jleo,ooo,ooo). On Auguet 30 

it wae diecloeed that the gold reserve ot the RUoh Bank 

and the gold d1eoount bank amounted to one hundred and ten 

million aarlt• onl:r. 1'heretore, 1n caee ot a war ot long 

duration, un1eee German:r turne to militar:r occupation or 

pute preaeure on neighboring euppl:r souroee, abe will aeea-

1ngly have to put a much larger proportion ot her tactore 

ot production into the output ot good• tor e~ort than ehe 

did in 191-l, einoe • h e laolte toreign exchange and gold w1 th 

>'hioh to pa:r tor her laporte. 

Eu l llorrii iJIBL 
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To: 

From: 

Dated: 

Reo1d: 

Jlo. 14~ 

PARAPBP 6 P or mp•v 

Seoret&%'7 ot State, Vaeh1ngton. 

American Eabaeey, Berl1n. 

September 24, 1 p.m. 

September 24, 41 24 p.a. 

Since figures are unavailable the oaloulations 

ond observations made above cannot be looked upon ae 

comprehensive or basio, nor oan they be coneidered ooa-

pletely reliable eince nev taotore m&J develop at &D1 

ooment end bring 1n elemente Which at thie time cannot 

• r. 
J..\J~ 

be evaluated. However, troa the above one m&J drav the 

oonclueione that tollov: It would seem that perhaps tor 

eeveral yeare, anyway tor a long period ot blook&de , 

Germany will be able to supply her popula t1on vi th m1n111UJ1 

food requirements as tar as quantity goes but not qual­

itatively. Moreover the labor and taoilitiee that ehe 

bas tor manutaoturing and traneportation seem euttioient 

enough tor her ailitary neede. On the other hand, the 

e1tuat1on ae 1 t concern• rav aateriala in 110et goode, 

•·i th the exception ot oo&l, v1ll eventually beoome one 

or eoaro1ty and interiorit y until it reaohee a deticienoy 

point which, in the oaee ot eeveral vi tal aetale, vill 

beooae 
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bedo•• dangeroua if tha war abolll.d pro•• u l~!Q' 1U14 

&a waetetul of aaterial ae tbe war of 1914. Gera&JV' 1a 

put in a det1n1tel7 d1eadYantagaoue poeition due to har 

r elatiYe abaenoe of foreig~~ exoban(!e and gold. 'fb1e e1 tua­

t1on would be aggraYated by a prolonged war unleu eo• 

11etbod 1e found to oyeroo•e and oorreot that poa1t1on. Jt 

oan be said br1efi7 that tbougb her poe1tion tro• a f1nanoial 

and eoonom1o Yiew ia one whiob Justly ie the oauae of aelioue 

worrr to her leadera, 7et it 1e not ae eerioue ae 1e often 

i ndicated by atate•ente frequentl7 expreeeed abroad, and the 

oonY1otion wh1oh ia often expreeaed that the oollapee of 

Germant ie 1am1nent ia oertainl7 not Justified. 

Sholll.d peaoe efforts pro•• a failure and ehould the 

war get more eer1oua, it 1e true that the people1 e morale 

in Ger~~anr might au il7 be unde1'111ned due to the pr~longed 

pv1ation. It 1e elao true that the same situation might 

oauee tha• to adopt e tront of aot1Ye d1aoontent and that 

aholll.d the oountrr'• reaouroea continue to be drained 

thia would be ehovn not merely 1n eYery aeot1on of national 

aot1rtt7 but 11ltev1u in the bod1l7 reehtanoe of tbe POP­

ulation. KoreoYer, IDUoh d~enda upon wbat the reg1•e doea 

in the tut\U'e u to whether the two faotora •ent1one4 aboYe 

wolll.d 
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vou1d be pera1tted to reach the bre~ point. Lootlng 

back into the paet, it vou1d eeem that any atteiiiPt to keep 

morale up >~ould be by trying to gain greater victories 1n the 

military t1eld, and a need to increase reeouroes tor Germany 

voul d probably tend to cauee turther campaign& tor aoquieition 

ot t erritory. Be it ae it a&7 1 enougb baeie exiete tor 

argument vbioh some people put torvard holding that German 

plans >~ou1d not be deterred by any consideration ot etteote 

f rom the long- term economic v1evpo1nt aa long &8 Hitler etaye 

in power, but tor h1m an inoreaee ot eoonoa1o and t1nano1al 

s tringency vcu1d prove an incitement rather than a deterrent. 

, 

Eu:Xcrrie:.&XB. 
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Secretary of State, 

Washington. 

2148, September 23, l p. m. 

POR Till! 'lliEASURY. 

GRAY 

PARIS 

Oatod Septe.ber 2~, 19~9 

I 

Reo d 111&0 a . m. 
~ 

The JOJ'UIAL OFFICIAL this morning publ11bea a blockade 

measure {.ro·rid1n& that ownoro of tra.1~i t merclw.nd1se on lb1pa 

in Prenoh waters may be required to f~nioh a transshipment 

bend guaranteei.1g arrival at destination of the merchandise 

in neutral co~:.ntriea and ttw.t it will not be reexnorted 

directly to an enemy country or country occupied by tho 

ene1DJ , 

A further decree seta October 22 aa the date when the 

five franc nickel coins will no longer be legal tender . 

1bey may be exchanged at tho Treasury or Bank of Prance, 

however, till November 10. There is apparently no imme­

d1a te intention of withdrawing the 10 franc and 20 tranc 

silver piocoa 1n circulation although it will be recalled 

(Tologram llo. 1727, September 2, 2 p. m. ) that autbori catlon 

therefor oxlats and presumably they will be wi thdrawn 

lator. 

(END SECTION ONE) . 

BtlU.I'l'T 

IWC 
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Secretary of State, 

Wuhi ngton , 

GRAY 

PARIS 

Dated September 2&, 19~9 

Reo 1 d llr55 a , m, 

2148, September 2~, 1 p, m, (SECTION WO), 

A further decree lays down conditione tor the rationing 

ot gaeolino and other petroleum products to the various 

national t1e!'ense services, trlllHJport<~ tic-r. serv!cea, public 

administrations and the civil popula~ •. on , '!be ?rocc.dure 

provided will t1•ce effect on llov~mbe':' let w1 th certain 

transitory limltation on deliveries establi shed immediately, 

The office ~t foreign exchange baa clarified the 

situation mentioned 1n our telegram No , 2121 of yesterday 

and has ,granted .authorization t or the liquidation of all 

aturing future rox:e1gn exchange oontracta concluded before 

Septelllber lOth, (END OF ll"'SSAGB) , 

BOLLITT 

1'1'/IC 

0 3V I3:) 311 
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lla\M ..,. ...... 23, 19)9 

...,,, ltall p,a. 

Seort\az'7 of ''-''• 

•oli1J>Clon. 

1391, Soptoa~r 23, l p,a. 

., 1200, lop\-- 12, 9 .... 

!bit aoniJIC1 1 pn11 clno eno114M pt.'bUol\7 to \be 

now allll o\rio'ar tool raUOJiiac repl&Uou \be lll1ll 

toatlll"ll of clch area ( 1) !be iauodlloUoa ot 'llraal carle; 

(2) tho rtliiOUOO of aUk, lnlUtr allll lup:i' ratlODII 

(3) tho Altforeatiatloa of aoot ratioao )7 JICI aa4 \7P1 

ot la'bor porforMcl. )7 rooipieato; (II) tho ontaoloa of 

ratioaiJic to .ala ~~~ 1a rt~taaraa>to. 

!be ..., WM1<17 'llraal raUoa h tlDA ae tollon t or 

0 aoraal0 oo..-o: 2.1t t11oc:r-ol for ~ -1111 labor 

},II tiloii'MII ~ .. , ..-1 lMor lt, S tiloii'MWI for 

chlllr• 1UI4er oU r-r• 1,1 tU.ocnatl chlllraD flo• IOU 

to tu 711r1 l , 7 tilo,.at. !be WMI<l7 "1101"1111" -

raUoa (111'1 III!.Darlcl. II'••> 11 "" - u Aarlac tho lin 

ho ••l<a lnlt tor ~ labor 11 fiDel. at 1,000 P"M•I tor 

tho htawillt ..-1 work 1,1!10 P"MII tor chlllr• 'below 

lilt r-r• e,o .,.. • 
• 

' 
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~,...,fat ....U eaUUo \» oou1 .. or to pvcha .. 

otpv SO ar•• of bv.tter wekl:r ao aptut 90 ar•• b.ero­

totoro. fbo fat card tnrthor ontttloo tbo con .... r to 

125 ... .,.. of aarprino , cooldnc fate or oale4 oll; 65 araao 

of lard, baoon or tallow; 62.5 araao of choooo and 

125 araao of CNJ'4o with. opeolal ratione for worltero aa4 

cb114ru. 

lflt.1lo UD4or tho preTiouo ration all e4ul to wore •~ 

U Ue4 to 0.2 11 tor of •ilk 4al.l:r in tbo 1'1& turo allk 

coupoD.O will be iooud olllJ' to cb114ru allll .. poctaot allll 

J>urolJIC 110thoro. !be 4a1l:r raUono for ch114r., v.zulor au 

yoaro io ti~o4 at 0.75 liter; for cbil4rOJ> froa ol~ to 

fourteen :raaro 0.25 liter; aa4 for DOtb.oro 0.50 liter. 

~here 11 aa 7tt howeTer no rettr1ct1one on the con.umpt ion 

of aldllll!IOd aa4 butten~tlk. 

Tho oupr raUoJ> 1o ro4ucod to 250 ar- wookl7 opl.J>ot 

355 craao heretofore. !he coffoo .ubotltuto ration to 

Uat to4 to 125 araao waokl:r wb.Uo tho foraor wookl:r allow­

....,, of 20 arau of real cotfoo h II>P&ratl:r aUrel:r 

abolhho4, Juo, tea an4 artlttolal honq will oal:r 1>o 

4htr1bv.to4 whoJ> anJlal>lo. Rootanr&J>t Tlottoro hen h 

eurrender their coupont tor brelld., Mat u4 tate. Meat , 

milk, bv.Uor aa4 otb.or fate c&J> only 'bo 'bouch\ froa oJ>o 

rotaller with whoo conmu;ero mot rosiohr tn ardor to 

uUlho 
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TREASURY DEPA RTMENT 

INTIER OFP1CIE COMMUNICATION 

Secrotaq llorpa..- CONFIDENTIAL 
,... llr . Coo bran 

the !oro1p •:~Dh&Dce .... loot ._. ,....,. quiet with otwllac opc1ac at 

J.99, touchiDc a h1cb of ~.00:-1/~ aa4 olooiac a t tho low ot }.99. !he 

eu!ns ott ot tile rott •• 4\W to tllo offerlJ>C of 1.50,000 from s-..., 

loJO,OOO ot llhloll •• oold at }.99-}/~. aa4 tho rual.a1JIC 1.2),000 •o offered 

c!oiiD to U:.e roto of }.99. 

The report1116 heaJc. 1a !lew Tort ..,4 tho J'odoral looorn llaDl< oaloo 

t<>~lod .as,ooo, froa the followtuc oourcu1 

Oogr;•rclal concern• • •••••••••••••••••••••.••••••..••.• i 32,000 

Jorelgn -o....ko (Ju.rope "'rar laot) •• . •••.•. . •• . •• .•• . .• J. 111,000 

Jeo!. Reo. lllc. (1.25 ,000 for llor•:r;lo50, 000 for Sweden) "ih~t; 

l'urchaaeo of otorli-.; aao1mtod to loll8,000, ao 111d1catod below1 

Jy co::cerolal coocerna •••••••.•••.••. . • •• •.••• •.• •••• · ' 28.,000 

By tor el p b&nke •• • •• ••••••••••••••••••••••••••••••••• i 90,000 

(J.uatralie, J'l>r laot a. Iouth J.Mr1ca) 1 ll8,000 

\'l:e -o....ta aloo reported that the Brl\hh Control had purchaoed aterUuc 

"-"'UO1t1ns to 1.}6,000 at the otf1c1al rate, 

llr. Inoko adri .. d ao th1o forenoon that the ll<ar&At:r !ruot 1>&4, &!tor 

, .. erol doya c.esot1at1ono, obtaiud for one ot their olleuto peraioolon to 

aell lolO,OOO aterli-.;, coc.oUtut1116 a pre-.r hat....oo, to t ho Br1thll Control 

at $4.02, &!tor •Uat:rl-.: the Control on the three nooeoaar:r polllto. !hh 

h the !trot oaoe ot tllh t:rpe that hao co,.. to tho a UODUoa ot the r.doral 

s .. e"e llaDJ<, !rho other traaaaot1ono whlch I have betll reporUac han bolD 

current com...,.rc1al operatione. 

!bo c;.......,t:r '!ro.ot "-"" aloe reported that &he:r had rec•lnd aa order 

to ull 1.50 ,000 at ~.01-1/2 or better 'lhich •• not executed aa thO aarll:et dld 

DOt go that h1Ch. • 
!bo I&Uoaal ~ ot 3elc1- 1o t~ ooll1-.; uo $155,000 of sold froa 

their euu.rtce4 accou\. 

Cold 'falued at .119,000 •• ohipped ~roa ~n&laD4 to tho a..roat:r True& 

COIIptll:r and $49,000 to tho ~ Bo}&e pour 1• ltr&DCW· Both of &hoao ohiP­

centt ov1dontl:r had aillpto'fal ot the llri Uoh Ooatrol. 

~oro .. aloe r•rt•d a oh1-t ot sold Yalaed at $2,1!6},000 from 

C-4& to the J'ed&oal liooerwe ~ of lew York and $575,000 froa ladle t o the 

Cbau llational llaak, /.~ 

Regraded Unclassified
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-· ,...,.. •• ..., • f lee ~ et \loe ... 1&"-1 

laalr Olld •• et 1M .-.n- repro..WU.,.e oa 'IM a... 

c 14 --

~\ill .~en-• c ... u ... , ., \loe .._u .. el .... -

t&r7 • • u ••• M4 • _, __ 01\11 ........... ...,. ._ .. 

o\11« otf1oi.A>ll ot \loe tfte 1 • .. ,. ' ' :n, ... 1au.,. '- a 

pn:p1111 tw tiM rmrn) et \loe IIWMIU1l .,._ '-

l!r. ""•"' aww ~' .._ \loe 6\-'nlll ....," •• , ... 

'-ia~W a fn ...U ap \loe ~1.- -.. et \loe .-"tmf'•l 

hi!Ulfalll ... allooa 166,000,000 _, 1a Mf1U11 tben ......... 

"t ff'll....., credJ.w 1a \loe _,or..,, .,.,,ooo,ooo. 1e 

eu,ooo,ooo ....., ... u .. lllf .. o1f.oii.MW _. ..,. -u o1-. 

.. c c sW Mneia _ .. ~11&1 - \loe -- ..... *1111 ..... . 

.._ ...,..\1¥ ., ...... w .n..tt "' I -s- Mliu • 

... ..... _, a~ ~' IM. 1M _, llle ..U..... Mt 

aft n.lde \M .-.11. Joe\ liaoel it '-lwf _.., I il VFil 

-~tete I ''lllr'll _....,. •• .._., ... 

Pa 'f=tle ... 1 u ... ala--· U. J"a II ...ti .. .u• 
--..s.••ll' ..... ., • 
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lfJf, .. _....... .. .... _.., .. - .. - ..-.. .. 

~- .................... lnMlltr e~-. ...... .a 

,_ \M ,..., el .s.. fill ......... 18•"-'• ...u.. 
1\ -u - ,. ,..,_ .. , -· ... ..., •• .._,.,. ..-• 

.. •-"'" .... I •• ~. , fill .... w.u. M\ ,. -~~I .. 
\la .., w. • I 1 ' .... , I.a. ...., .. - ,. -~~I .. 
U.. 'llr tile 1\8\8 I I 1 '• l aUl "-"'- tatw UF ...U. 

-· ... ..., .. , .. - n~...- I.a. ...., ................ 

-' .Cl-._,_ ,.,., 'alll..- -.rw:trr 

II e""-17 el ... II I I • 

.... ,,. 
.......... fill ...... 
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......... .,, ,, 
"'' • '-"-7 
h'tal ........ 

ltnoteta, hftlolt, MAJ.._. ..nut \1M,..., ros- la 

.. _ ..... e!~ \1M II' II ,., ...,.,uc ... l •• ,.. .................... ' 

of Uoo loaV.U V Aet, Jt lo at....,_ ........ . 

J - .,.., - ..u JOl--' \1M\ \1M ........... llt -· -· .. 

h- t oral np4U- at Wo - ao I tall* w e!U 'M ........ 

lato,.... ott• llloloUc plsot - ..-s- la \1M t 'Hac ot .... 

''-'loa M it - ... Mt lt at - la- tato w tlllftlt taotto 

to hoao roplau ... , " wtU 'M la a _., .... ,_. ,.olUoa to to •• 

IIJ \llntll\ ..W 'M la "--liac Wo -uor e!UI \1M I'Hoo U1M 

., JOV ....... ooat- ....... lt .... - .... u ........... -

roplatloao aot llaftac - .. ....,...., ,_ ...U - tiNt la noo ot 

Uoo - mb - tao\ol'o -• ef•ac aU tnoo ot •n-•- ....Ut 

\bat .. W taottot to lieU - np4Uoa la a> c•n ••U w W 

plaM ..,.n- la b "lac \1M toWlo MA _. f..UlM' ol~ aU 

'lPM ., .-n--. ...... .u .... , ... u- ...... u-

-:r.,w;t+. 

Regraded Unclassified
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nDJOSD J'JIUI m ••a 

A pol1o7 of enooarec1Jic Math« ~ b1ao1neu houua to 

oontinue a noraal international ahort-t1ae ore41t bae1naaa 

within the eoopo of tho ••atralUJ Act hae been reoo•on4e4 to 

a.oretar7 lCorsenthau by an Adrtaor7 OoaaiUao wbioh he haa 

toNed to uailt the !ra&&llrJ 1n O&l'l')'iDC out 11il tunot1ou 

~r eeotion 3 of tba ••utral11i7 Aot . !hie aeot1on of tho 

Aot goYerna oro41t tranaaot1ona between poreona 1A t he l1n1te4 

natee an4 gonrnaenh of bell1gorent etatea, or the1r qenh. 

Pree14ent RooaaTalt on 8optaaber & an4 11, 1g39, approTe4 

regulation• paJ'Il1tt1ng certain t)'Paa of oro41t aoooao4at1ona 

and authorhliiC the 8oorot&rJ of the !roaaur7 to a4a1n1atar the 

proY1e1ona of the regulations. fo aaaiet 1A the work 

Beoretar;y lCorgonthau 4ea1gnate4 l1n4or 8ooret&r)' Banas to hea4 

an .t.4T1aol')' eo .. utee oo~ae4 of the roproaentat1na of the 

State, Ca.eroe an4 !roaalll')' Dopartaenh. 

!he co .. utee reo-n4e4 t o a.orotar7 Xorsenthau that tho 

Preeideat'a rogulatiou be eda1nhto~ with the loaat pouiblo 

dieturbanoe to baa1Aou. !he Coaaittoa alao rooo .. en4e4 that 

poreona •••kliiC SU14anoe on p&:rtioular tranaaot1ona ahoul4 be 

requeate4 t o aubalt their queationa, with a full atataaont of 

raote relating thereto, to the re4oral llueno bank of tho1r 

41etr1ot, wbioh will aot a a f1aoal asant of tho l11l1te4 ftatu 

111 thia oonnaot1on. fho~ fe4eral Ruano bankl haft been &Ue4 
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io iraAIIaii azq ao.llthl qMoUou w tile offloo of 11111481' 

JlnitU7 auoo 11bo rill ouporwho t11e loPI U4 "•'•tonaun 

work on uthre ar1e1DC 11114er the tl'lo14nt 1 e l'OI\Il&Uoae or --Septeaber a ew' ll ., 

!!It .. Ol'Oiaz'7 of tho !l'OU111'7 bal a4oph4 tho 1'00 I tw'eUOill 

ot t he .A4't'1101'7 o-s."••· 

Regraded Unclassified



STRICTLY OOWFIDI»TIAL 

paraphrue ot Telearaa Mo. lH, Bept.eaber 113, l p .a. 
troa t.be .WerioaD Lept.1on at. The Hque . 

Toda1 I waa given by t.be Secret.ary General or t.he 

Fore~ Office a oov.r or aa aide-aeacire whi ch be bad 

rece ived rroa t.be Geraan KiDiet.er at. !be Hque convey­

ing the point. or view or the Oovernaent ot t.be Reich 

~owarda any yielding by the Wetberlanda to Brit1ah 

preeei.U'e 1n coDDect.1on wit.b nAiut.ral trade wit.h Ger~~~U~¥. 

While abort, the a1de-aeao1r• 1a extreaely eharp 1D 

tone and oloeee with the f ollowing threat.: It Mutral 

government• in any way ooaply with Britieh deaa~ the 

Reich reeervee to iteelt the rulleet freedom or action 

to coabat with all aeane auoh participation or neutral 

et.atee 1D the econoaic war directed apinet Geraany. 

The aide- aeaoire contain• t.ba .... nee or t..be DDPI ar-

t1cle t ranaa1tt.ed t.o t..be Departaent. 1n telegraa no. 

1226, September 13, l p.a. trom t.be Eabaeey at Berlin. 

Wban the docu.ent wae received troa the Gersao Kin­

later by t.be Secret.ary General, t he latt.er tell• ae t..bat 

he qualltied u. t.o the K1n1et er ae •pure noneenee• . Tbe 

Secret.ary General baa been intoraed t.bat. when a elailar 

ooaaunioat.ion waa deliver ed by t..be German Aabaaeador at 

Bruuele t.o the Belgian Foreign Kin1eter , t .be latter de­

clared it. t.o ba 1 inadaiuible" . 

Regraded Unclassified
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!be 1111\M liN ao\ 1-.la.. t.o \aD U. -ul t.oM 

ot \bo a14•-••1N t.oo oorlou17 u \la.7 t .. l \!Ia\ l\ 

11 pro'Dabl7 a ~· ot u iuV.oUoa v.tw4 'lllf 

aut.or tlboa \IM7 a- of oa . Al\Aola&la \bo7 ban ao\ 

1•t. cloo1404 wbo\IMI' t.o ••114 a roplJ t.o lloN&aJ , pro out. 

11141oat.1oao are t.bo7 t.boJ wUl ao\ . 

Eu :e>••t•:DG 

• 
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BoMIIAD, seoret.ar7 Oeaer&l. ot \he rore.l&a Ott1oe 

bad a ooaYereat1oo Jeeter4&J w1th K1o1eter1al D1reotor 

leltber who 1e DOw 1D Stooll.llola u tbe pr1Ao1pal. aeaber 

t or Gera&AJ or tbe Peraaneot Coaa1t\ee 

Trade . .a. a reeul t of tb1e ooaYereat1oa Boble&A 1 • ua:J.e\7 

ae t.o the e1t uat1oo b&e been &l't'&tl J 1noreu.... Bob­

wu t.old b7 lal~r tb&t 1t sw .... A 7lelded to &DJ dnnh 

ot Great Br1ta1D whlob would &4Yeree1J atfeot D0.-1 \nlde 

between s .. deD &114 Gei'MAJ 1t would be OOIIdder ... b7 Oer­

•&111 ae &A UAIIOiltr&l. ao\, alld Ge!'MAJ 1wollld ll .. •••1'7 
aeau 1n ber power to OOilll\er&Ot ellob ao\10111 • Bobell&ll 

&dllU.ted tba\ be -• perbape onrlJ- pe .. 1a1et1o 1 bll\ 

po1Ated to tbe d1tf1olllt1ee of Bw&de11 1 e poe1t1oo . ID 

tbh OODIIOOt1011 be eald tb&t wb1le DOOIIe UeW the terae 

ot tbe loY1e\- Gera&A llllderet-11' 'Ill 1 1t. ••• DOt 1AOoo-

oe1yable that. 1D order to brllll preeellH 011 8 ....... Ger­

a&AJ •labt 61'1• tbe Sodet UD1oo a free baD4 to eot.er 

F1Al&ll4 &a4 •••• Bwedea. 

Ill :CilAA1111: DO 

Regraded Unclassified
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Oaretla1l.7 guarded .. ON07 aUll 1\ll'rounde llel!'aall7' 1 

aot\IU and potanUa1 fordp exohange ud gol4 podtlon. 

In a loDf1dent1a1 d1eouaa1on with a reliable and 

author1tat1Ye ao\ll'Oe with reference to u art1ole vh1oh 
( lit} 

appeared 1n the •ev Yorlr. !'IB8 of June :10, llllib etatln& 

that a gold reaerYe of l b1ll1on aarlr.a(ttOO,ooo,ooo) 

ooulil be aob1l1&ed b7 OeraaD7, 1t vu aa1d that far le .. 

than tOO,ooo,ooo aarlr.• (tleo,ooo,ooo) vu the rea:L 

aaount of gold lll11oh that oount~ oould aob1Uu, On 

August :10 the tota1 d1aoloaed gol4 re .. M'e of the 

Re1ohebanlr. aDd the gold d1aoount . banlr. vu onl7 about 

Uo,ooo,ooo aarlr.a, 'l'harefore, a1noe 0el'S&II7 laolr.a both 

gol d and fore1p exohenge v1 th liiUoh to pq for 1JII)Ortl, 

u would eeea that 1a the nent of a lona war 1t would 

be neoe11a17 for her to 41 yert a -oh larger part of 

the oo11Dt~'• faotora of pro4uoUon to the llek1n& ef 
4 . 

sooda for export thaD vae neo•••&r7 1n 1111• (t) unl••• 
llhe hu ~•e te ooov:p71 .. ll!lJaoent aoaroee of .-..ppl.7 

v1 th her a1l1 tal')' foro.. or otllervUe exam .. ooapal.doa 

upon tbea. 

Regraded Unclassified



TREASURY DEPARTMENT 

WAS!i!NGTOH 

Ill'. lloraea\llau niuaUy oall..S tJooa hie llaa at J'1ollk1ll, 

Be .. lt..s • \o t.ake up two aubjaota wl.\b \lla ~\ DiYial.oa, 
u tollon: 

1, Bow w ll are tho aenftl. branebee ot \lla Go ... .,..., aappll..S 
at tho J>ftHII\ U.M wi\b reran- \o a poaolbla abo"- ot ~? 

2, Be aelte4 tho\ oarnyo ba -.te at Chioaco, Boe\oa, aa4 ot.ber 
J.&ra• ol uae wUb a rtw \o oouoliclaU.DC \II& ooauaa\e ot all Oonlra­
aOII\ bruabee tt¥11 alao\rloal ........,,, Be Hl4 bo .,...\eo! W• to toU.oor 
aloa& \be ua .. ot a eouoll<I&UOII ot \hie lt1D4 wlliall •• •d• abou\ ,..., 
,.are ago la tbe- T<Rilt City area. Be aid t\11'\ho:r tlla\ 1\ •• hie 
laprualon \be\ 111 tlla - ot • .,. York \bo aoneollcla\ed aont:raa\ 111-
oludod tbo lfa't)' Ta:rd and ~ taoU1Uaa, alld tba\ ba dael:rad \o ba" 
thla dono alto at aliT other plaoaa wbero elailar aoUon abou.ld ba \altan, 

NO'I!I: captain Collilla, \ba Di:rao\or ot Prow:r-.a\, ba~ 
t o ba 111 aT ottioo -~~ tl>t Saero\al7 • • oall. - 111, 
alld I 1aaaad1aklJ oa\84 \ba S.Oro\al7' • illo\:rllaUou 
to 111a, captain collilla prcm.- to ~~a ... _..._ aa 
*- ,..., nbjeo\a w1Wa \l>t ..-or\ tw claJO, 
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Berlin 

:.24 

Dated Septeaber 24, 1939 

Roo14 12110 p,a , 

Ul,2, Septeaber 24, 1100n. (S!I:TIO!I ONI). 

10' 1398, ~ 2), 1 p .... 

'!he ed1tor1el e_,t ac~ the ...., tooci 

ratJ.omnc resulatiOIUI in g....,..el tollcnre tMa pattern• 

Clre&t Br1 ta1n io «DdeaYor1ng to otan-e out Genun ......., 

• and children but these ettorta will be in vein oinee 1D 

the past years the Re:ieb hu ae01111Dllate4 lar;e atocko 

ot too4atuna eutfioient to meet 4etioieno1 .. l'NIIltJ.ng 

b-oa poor baneota and conaequ~ the...., atr1oter 

rat.l.ona are ..,..el:y to insure equ1 table 4iatr1but1on 

Cld con~ tiiiiPle suppl,y. In m article by .&griclll­

turel State s.cret&z7 Backe ""&) end ia al.laa.cl to han 

otert.cl ito capo!. gn ot otan-oticn in opr1.Jll ot tMo 

,..ar tbro\11111 (one) c:orue.r1Dg t.he W1ala oil ""ppl.J and 

( t...) 1Doit.1Dg Poland to otop the resular -11&1 

llligrat.l.on to a.z-.v- ot 90, 000 Poliob tara lohorero. 

1'be on bread. rationa are generUJ;r acoepted u 

IIUtfioient cd u rougbl;r correepond:1a& to t.hl prenOilll 

CODIImlption ot t.he reapeotin cat;e&orill ot the popllat1001o 

lbile t.hl •110.-1• - ration 1e t.hl •- u dar1nc the 

put 
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put. rorta1c11t u a to~o lllmdl..s v.s.- :~.nw tbaD t1>e 

ration ~ecl.&a>cut 28. 'I'M -11-.o ot U.. 

lll.lk rat1oo tor oh1l4rc b'<a l1x to fourtec> a 

poerall;y oooai4elrecl to be U.. C"&t.at hardabip of 

tba rert.aecl acb...,'' • · the I!I'Pllcat1oo o! food carda 

to reat&lraot Mala atopa a pp 1D ratioui..D& w.l.cb 

na bc1Dg 1Do,....tocJ7 t.ken adnlotqe of b7 U.. Geraao 

public. 

'!'he !oll.all1zlg 1.1 a t.otat1... CCJIII)&l"1ooo of t.luo ,... 

ration wl.tb (one) t.luo ott1c:1&1 atat1ot1co of &YC'II' 

per ~ta c0D8'011pt1oo 1D 1938 for Ill clao- ot t.be 

population aod (two) &Y8l'll' par olplta work1Dg olaao 

coDBIIIIpt1oo takao troa a caret\11 otucl7 UDder t.be labor 

front ot tile aotu&l eq>endltur .. of 350 110rkare' flll1llu 

1D 1938. 
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!!bo ...., aor-.1 ••t :raUon, oa tloo 'buh ot \h.lo data, 

would ooo• to 'bo •JOlT 54 porcODt cl torae:r aToreco por Oo;!lta · 

co.......,tloll cl tho wbolo poplllatloll but 1fT porcoo11t ot tbe 

anrece coUUIIj>tlOil cl the worldec olaoo. !l!ba ration for 

butter 1o 47 percOilt cl the uUollal anreco COiliiUIIptlOil 

for 19J8, but 1o S3 pi~Oilt of the former butter COiliUptiOJl 

tor workero. !ho normal &llowllllCo for cheoae 11 only 57 

percOilt of tho utiollal &T&rii&O tor 1938, but ~· about S6 

percellt of tho a•e:reco conauapUon for worlcaro. 7or other 

o4iblo fate (185 P'- of arprillO Ye&etable lata, b&COil, 

oil or ouot) tho noraal wookl7 r at!Oil 1o but 56 parcOilt 

of tho national anr~J«o foreorly, but h 93 percent ot the a• -

erage for vorkere. !he noraal ration tor 1ugar 11 ~ 

53 porcont ot tho &Yarii&O tor tloo B.ich for tho yoar 1938, but 

h ••• U porcont aboft tloo a ... rece for tho worlcaro. 

· !he ...., aaat allo.,...cea tor 0 bea17" &D4 °utroaely 

hoa17" -..1 lal>or, howoYor, aro roopootl ... l:r about 75 porcollt 

&D4 UO porcOilt h1che:r thOil tho por Co;!it& ,aYOreco of tbe 

worlcora foa11y, which lac~•, hewonr, wo- &D4 ch114ron 

Whe do not COIIIUIIO M oach M tho foally Jooa4, 7oJ' buttor 

&D4 cheooe U.Oro 1o no 41ffor01lt1al allo......,o. llownor, tor 

other lata the wornr wbo lo on "hoMT' &D4 •utro•l:r 

hoaTY" work -aT 'll'q :roopocU nl:r oo• 6} parcODt 11114 200 

porc•t 
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~-~ .,.... \haa U.. ao"'-1 OOU1111pUoa of -- of .......... 

t.Ul .. lo 1931· ..... u - k polo\ ... .,., - -

wUil U.. oappl-b for •uu 17 ll-.W7" work u.. -ez1-

woeld7 aoo\ raUoa for c1T111ou ll """ oal7 1200 - u 

coapored vUh 1750 cr••· \ho fUll aUl\W7 r &tloa for 

fatell ao a 11b.olo, t.he ,... raUoao '1'01&14 ~ \c k 

lllt...a-4 oo\ \c 'boar \co lloaTU7 oa U.. an.-- vorid.JIC olaoo 

con...-pUoa. It a...Ued of tor la41T141>&1 auaal. lal>ororo \lMo7 

pooo1'bl7 r~•••t aa lllor- of CollOUipUo,.. It ooaao 

cpeaUoaol>lo , ho,.,.or, vho\hor U w1ll 'bo pooal'blo la au 

caaoa tor tho -.1 l.Uorara \c \aka a4T&Il~ of &ll7 laoreaoocl 

f oo4 u4e aTaUulo \c thaa, la Tiw of t.he roa..ctioa of _. 

ao a rooalt of al>oll\llla of OTorUM 'bollll.loo. 

raUoa hao tall• \c 1b tlaal l onl. v.a4or \ho - rapl&Uou, 

1\ h t.he 'ballot of oor\ala o'boorToro t.het thoro - 'bo 

tnrther roa..cuou 1a allo-• of foo4 lt, ao lo pooollllo, 

aoa """ -cm4ar ....... J. oor\ala _, of t oo4 w1ll haTe \c 'bo 

or troa U.. -c-q rooorno, lo Tiw of the tao\ \loa\ \1M 

allU&r7 raUou are oo ...all htpr \ll&ll t.he clTil au-••• 

U 11 roqaeo\&4 \loa\ 7• wo .. \llo !r...a'7 aa4 Ooaaoroo of 

~ · 
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rA!IDIIIA.U or 'l'ILDWl JIIOim'ID 

ftiOICI '--r1ou LepUon, Beldllki., Phle"" 

DA'lll Bepte.l>er 2•, 111311, 1 p,a, 

10. I 111• 

CONFIDD'l'IAL, 

: 28 

Yeater~ in talldDC with tbe ll1n1eter tor Poreip 

At tain he aenUoned to .. that there hae nov been cleared 

up &111 111eunderetand1DC vh1ob. aq haTe ex1e ted prior to 

the vieit ot Secretary Morgenthau here regarding the 

purposes ot &nJ propoeed loan to Pinland troa the United 

States. Be ea1d that d1ecuee1one tor a loan ot 1~,000,000 

vere nov in progr•••· 

H:y inference va• that it tbe UD1 ted State• ehould aalte 

such a loan, the proceede would be used ma1nlJ' to augment 

tb.s a1read7 eubetantial voluae ot foreign excb.&DC• avallable 

to F1nland. '1'he aone:r would not be earaarked tor cer tain 

special acquid Uou u at t1ret intended, 

It 1e upeoted that oontrol ot foreign rea1 ttanoe tb.roUCh 

the •1•t• ot 1Jiport Uoeneu ¥111. proteot the doller balancee. 

However, there 1e alrea41 ll)prehenelon v1 th regard to the 

probable etteot on replellleb.Mnt ot foreign balanou ot 

re~110t'1on ~ ~orte, 

lf I01t- ' ~T 
I 

~ I 

IAILfW 
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TREASURY DEPARTMENT 
129 

INTIIft OI"PlCII COMMUNICATION 

llr, Ooolu'all 
CONFIDENTIAL 

RoportiD& bolnb in lw York u4 tho h4eral 'bNrro Jull: reported -.leo 

to~allng ~811,000, !ro• \hi !ollowlac oouroo11 

Co=ercial oon.oeme ......... . ........ . . ........... ..... .... .. • i 27S. ()(X) 
l'orelt;l> bolnb ( Jar Jlut, Iouth -loa, llurope 

& hnd t »Yia) 0 • • o 0 0 0 0 0 0 o • o o o o o 0 0 0 0 • 0 • 0 o • o o . 1 Jl., 00() 

Fod. au. Jk. (1.25,000 for .. ....,.; ~.ooo for -> .. ··;.--n. 
'total 

Purcbaat1 of 1hrliac UOW>ted to .:!66,000, &I lll41oeto4 h&lows 

37 Coz:De.rol&l CQD.CeJ"D... o o o o .. o o o o o o o o o • o .... o o • o o o o .. o o •• oo • o oil 21«>,()()() 

!y(~:!::.~:h·~;i~)······· ·········· · ··~~··· ·· ·····t~~266~26~:~~ 

\'he baDII:1 &l lo reported that tho Jr1Uah Control h&4 purch&aod 1tlrllac 

&:>OW>tl"'l to r.15 ,000 &t t ho offlcl&l rate, 

le rectlnd throliCb \hi h4eral ... ....,. Jull: of Jw York & r-1t troa 
tho Control hnli: ot J.r-tin& to puroh&oo .2,000,000 lo pld, to h& &4414 to 

tbolr • .....,.ked eooo=t , whl.oh ....,..1\ -. &pprnl4. 

\'he l&tloll&l Jull: ot llllci- t od&y ool4 to ua $5}5,000 pl4 !roa their 

--ked &000111l\. 

\'he :rodoral ••"'"• Jull: o! Jw York rooolTed & oabll ttoa tho Jull: ot 
Portupl 1t1Uac th&t 1\ ooAtaaplotod ahlppiD& pl4 to t h&o. !rh&y &ol<od 

llhtlher the tora1 of tho 1'14or&l 'bii!'TI -· 1 loUor ot ~bor 1, 1937 
•<ro ttlll lo force with !'lll}leO\ to .......-ld.ac o! pl4 &Dd 1! thl -r&l 

.. u14 1oo wllUac to coowort \hi ""l l&r 'b&l&llc•• ot thl :tooU< ot Par~ uto 

COld to be hold - .......-Jt. !l>e h4eral ...,.....,. Ju11:'1 &DO- to tho tlrot 
qlleatloo -. 111 U.o &!finaUft, to tho _..... queotloa l\ roopUid, wlU. tM 

appronl ot tho 'fr•1111'7• that pld ocnal4 ool¥ be ~- IIPPliO&tloa 

to the Tr ._, &Dd \hat tho J'o4or&1 biMI'YI - ot IIW York 11a4 !'1&10& to 

.,._ tb&t lUll -wuoauoao would ,. pr-'11 &D4 fanrablT ..,, .... - b7 

tbo ! reo""'T, OD \hi PJ'IIIIIPUOD _ , tho pl4 -· \O h& uod \ o 1\r.....-­

that llankl o pl4 rolll'ft, !be- ot Port~ uprooood Ito wl llliiCD•n to 

Cht u. col4 ._ua'\ oar •..-\•1 • ..,..., W'e!t08a~ . 
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s.oretu7 llorgonthau. CONFIDENTIAL -2-

J. &<>14 ohlp:ent of $70, 000 •• r eported froa EnclA.od to tho 11Dito4 

States IIllich ertdontly bt.4 the approYal of the Control. We wore tllrther 

,o:l!led tbl>t Japan •• ohippin& to thh eountey $4,700,000 gold. 

Jo:r, Plllaent, l"iD&.DCial Couuelor of tho Brithh Doibany, calle4 on • 

0 : 3•JO P.ll. I 1ntro4uce4 h1a t o llr. l!ailio au4 later took h1a t o oeo llr. 

Stewart. 

Plouot !!rot opoke of tho pay checl<a tor tho Britith Dobauy, l!o oal4 

~e t.&d r.eelv~d. no anawer to a cablegram to b.ic Oo.-ernne:nt, whe.ro1n he alked 

t~! !h.e ~ of ~l&ud 1oetruct the hder&l Reee"• !D.nk of D'tw York, fo.r 

the tn!orcation ot the Big&• and other intere1ted ba:nk•• tbat thtee checka 

or• ••&<>tlablo at 4,02. 

:..r. ?lllaent sal4 tb&t Colonel Greenle& (of l!abcock au4 Wilcox) woul4 

arr!TO 1:> 1:ew Yor<: ':hura4ay, alont: rith tour other Brltioh )NrCl:&ura. !hq 

till ~ OD to canada to join there the other me:>bero of the Co::llliaolon, IIIlich 

the Colone l will hea4, They are not ;-et raiainc ott1c1all7 the quution aa 

to whether the Comm1oa1on could open an account "ith the :Federal Reaone 

S,.c.k or liew York. No c::o::xoitmtnte h&Te beon made, but 1! &n account ia not 

o;>o,..: ritb t!le h !eral, bualnaaa rill probabl;y be clono thro"Ch one or more 

or t!le !:tw York b&nka tbat haYt IO"ed t he Br1t1th OoYtf'lll:Mnt in the paet. 

J.fttr looklni; into the uperience of the laat war, Pinoent thinko hh people 

11111 dec1cte a~inat incorporatinc their J'W'Cb&aiDC Conmlnlon, 'rhey will 

ste£ certain exemptions or 1mu.n1t1ea for it or ita ~illbere throu,gb tbe 

De?art=ont of State, 

Pi n sent baa onl1 one copy of l!ri t1 th e:rchauge an<i tra!in,c re£U].aUo110, 

and thia oet ""'' not be CO"l'lete, 

Ur. Ll•eaey of the State Department telephoned DO at 6 P.M. that the 

?traian liWater ha4 called a t t he llepclrtMnt to lntora thea that he ha4 

Juot boeo 1natrwote4 b;y hie GoYernaent to obtain 1aaodiate17 a loan ot 
!15,000,000. The Department ' • u4eratan41nc 1s that at lea at part of thia 

1t del1red tor conttruct 1on purpo101. Metara . VUrra.y and All1nc ot the 

!lear !&otero D1v1a1on of the State Deportaellt tho"Cht the llinhter ahoul4 

be re!erre4 to ;he Socretar;r or tbe '!r .. IIU%'7. h thia deairablt , or 

should ht 1>o referred to the 3:q>ort-l~~port llaDk1 

wr . LiYeeey &leo ment ioned to ae that hi C.d tiiD a ae»orandua wbereiA 
1~• Seertto.r:r of State reported a eonnroation llhich he bt.4 rooaatl7 had with 

the Uinhter ot l"1nlau4, IIIlo 1a ueki%!4 a $:JO,OOO,OOO loan. llr. l!o.ll a4•1aed 

tim to aeo the S.crotary ot tho Trea...,.:r and !lr, Jooae Jonea , J. cableua:> 4atod 

SfPttcher 2~ !':at now been rectt•ed !rom Wa.iett:r Sc:hoentel4 at Behlcki 1n 

re.-rd t o the purpoaeo of thi a loan. 
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lfP 0 ]V 13 :)3 I ORAY 

Plll'la 

Dntcd Stptcabcr 25 , 1939 

secretary of State , 

Washington 

RUSH 

~ .. 

2162 , Stptcnbtr 25, 7 P. M, 

FOR THE T:'IUSURY 

The sccuri t its market wae practically unehsngtd 

today . The undertone, particularly of l?t'tnch indust­

riale , "as firm . REntts were Vltll supporttd and most 

1osuca lmprovtd their previous quotations fractional ly. 

There wert no i mportant chang es in forei Gn cxohanti E 

rates and no dtvt l opncnts of importcnoc in this field 

today. Financial circles art gtntrally well satisfied 

at the i mprovement in the • unoffici al" sterling and 

franc quotations i n N£W York. 

The Journal Offici al of this morning carrita t hE 

statement of the holdings of tht Prtnoh stabilization 

,fund 3t tbt end of May. It shows that tht fund bad 
4(Jil ddd 

gold valued at l5,773,000, franoa as against 14, 838, 000, 

at the end of April (please set my telegram 1595, 

August 25 , 8 P. M, ) , Tbt fund likewisE had two billion 

francs of gold on deposit with t he rcntcs fUnd . 

KLP B'OLLITT 
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S.p-- 2S, 1939. 

The !ollood.qt 1a - explanation 'lb1cb Steft Earl¥ 

al1d boo wu g1 'I1Dg tboo MnpOper •n 011 tbe eboz't..otomo crecl1t 

... su].at10DII Priclq: 

The Pres14eat did DOt biYe u. to aot ... tho r.p-
llticoe before coiDc to ~ Park tar tboo .... k.m &Dd 
aaked Secntar7 llorgantbau to t.lce ta- be.ak, 

To tbia I be., addacl tbo !olJ.owirC wlwD I talked to 

newapa~n toclq: 

S1nae tbe r...A411l'T now baa tba ... su].ationa back tllq 
han been returned to tile General Counael 1a o!t10<1 t or 
•another look•. 'l'll8:l.r iaauane<~, tbol ... to ... , 11 1ndet1Dit..­
l¥ poatpanad eDd ....,. boo at!aoted by tboo lleutralit)" legia­
llt1011 DOW pend.inco 
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FROW: YR. GASTON'S OFFICI 

Lt. Pollio' • ot'flea jut pboM4 tbet tboo 
Cout Cluard abip UlllllO'rA repo~.-1 at U: 30 p.a. 
to4q that aha be4 racalft<l wor4 rroa tboo 
lio.-giu Atmll! \bet t!IAI laUar be4 oi.Pt.-1 
a ow-r1Da r~ DO tl&s tour .Uaa aut t>t 
Choaapau<' light ship. 

--

:33 
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lepteaber 2&, li~9 

FOR 1'11E 8101li:TARX: 

I learned that Zd Fole7 11 d1eturbed b7 the 

phra•:_ "f~er 8eoretar7 Hanea Who will auperYiee the 

legal p!-dainiltratin work" Which appeued i n the pl'O­

poaed pre•• releaae on lhort-teru ored1ta. For thl 

eake ot the record and to prevent aD7 JealOUI7 between 

the two ottioea, I .. et oonteaa to t he authorahip ot 

that phraee. It untortunatelJ reaained 1n the drart 

laat 8aturda7, although I wae perteot17 awue that the 

Legal D1v1e1on ta1ght ooneider the language ottendn, 

and I had intended to out out t he Whole olauae begin­

ning with t he word 1who 1 before an7 pren releaee waa 

aotuall7 1nued. The e.ntire aentenoe waa inserted 

beoauee Mr. Hanea aa1d that he wanted to make clear 

to Whoa 1nqu1riea ahould be addrened. 

I told Bd about th1a. 

lSD 
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Me110rancbul tor Seoretar:r Morsenthua 

rroa Earle Ba1lle 

When I wae ln Oeorp RarrUoD '• ott1oe 

at the hcleral Reeern Bank 1D •ew York l ... t J'l'lcla:r 

atternooD, llepteaber 22Dcl, he wae oallecl up troa 

the hcleral Re .. n• Board lD Valh~oD aDc1 told 

b7 the lleoretarr ot the OpeD ll&rltet Coaalttee thd 

the Co•lttee had placed orclere 1D the aarltet 2/)2Dcle 

to V32ncle abon the last eal.. . (!hie oonnreatloD 

Oeorge Barr1eoD repeated to .. ae eooD ae he put 

clown hle telephone). Mr. Barr1eon ea1cl, 1 Vell, 

~port •• ae 1'ot1ng 1n the Dlptln, and han placed 

oD the reoorcl the tact that I wae Dot ooDeultecl 1n 

ac11'anoe and that I wae not glnD en:r opportDD1t7 to 

Regraded Unclassified



TREASURY DEPARTMENT 

WASHIN<iTOH 

. 
tao\ \llat llr • .,_,. •• wo P-l tne \II& ol\7 lie .-14 Uloo te 

loon • - 1a IIllo pte. ... r to tile ._... attar U. Mlbl oloooo 

w 4heuo \II& pollq \II& c.-1\loo dR14 follow_......, lo. \II& 

lion.,...., ooou1\r •"""'· lo. roopoaoo ll llllo ~·' l o.Uoo.4H 

.... u ... 

Clow""'r .laoloa •-4 tile -•tac ~ &oklac llr. Ploor 

\o rniiW \II& ..,, o opoatloao. llr, Ploor a&l& \llal lila Mrtool •• 

dotnl &llo'at '14/)2a4a oo. tile 'MMa troa la\Vd&r' a olooo, llelUo.c at 

prlooo filM ~ \II& ,. .. al ... rw lou(. • 11&1& \II& .,._ -

pvabaM4 t',IOO,OOO 11P te ) o'oloak, llli&\ U. ,..1_ wo Ucllal, o.o.A 

U.O.\ U.ro •• - la41•Uu of ooll1ac or .. ro &17111C •· 

a.,.. ... r llooloo 11&1& llli&t lie "'"'Pt lila •"""' - ,.,.... • 

potu-tat Uoolt.....,., tile.., •• .,.auou &&& lla -.14 lib 

\o - U .,.ate &Mill llli& - _, -rrow. • uloo4 • 1t I -

1.111 naooUou or o-la te ..a. 

l a&l& lll&l I - ... ...,._uou te attar te \II& _, lila --• 

W lion hnOo« tartac lll& ,.., - ..,., Mt 1.-14 lib te ..Soo 

'" ~·"-· lila tirol - wo .., lila ,...I'I.l .._ .... h&o • 

&lttoroal prloo oa tile •'"* neha.,.. r- tile prloo U ooto tor 
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.,.,..u.. ....... t~, 1 11&14 \M\ 1 AU •• -· w .._.,, 

U.\ \llio le ohr•pol, 'ftt Uoa twooUoa W -. .. n!erol &a ev -·-• 

• • ,ho '"' .. " ...,. I -. Mk&ac t ... &ato-u... I oalt .,., w a.. 

u ... ori,SMllT oo\UU;Mt w tuw U. l.upr pan ot U.. '"'•'-• 

r .... tiM *" w .. , ... .,. ....... •-uou, "' - *' t~oat w 

booa a oo..,ll?IIM w woll4el'lf. lllq \1M -•~uoa ot \1M Utfol'ftU&l, 

Oewnor loelao u4 llr. Mor.M 'bo\11 ..U U..t ... a-"" pela\ 

ut U.o7 WQ14 leU. lUor w a.. lllq u.. Utfol'l&\1.&1, ut u.., wll4eJ'M, 

*• l.f \be \&al lla4 Mt IU"J'lftol - W af.p\ p 1la* W MJ'I Mmal 

lr&tlJic .,. ... u .... 

O...nor ~an~.- 'D4anoot w IIIPlala .., U -. _...,. 

to !laTe \loo Wfoi'I&Ual. • oalt U ... \ne Ua\ U 11M lela ~~~ 

Uobool l.uplJ w Uftrt \1M ftl&aooo troa tiM ·-ap w ..,. .. tiM 

couahr &a ortor \M\ U., ~4 -hol .,.nuoao letwr. • oa1• U 

&1'1 ao eoaaloll..;, oftr u..i _,, .. , 1a 111Wac Z/3b<U 1111 •• U.. 

"*'""' ......... \1M _ .... ..., ....... '"'''· -"'- ~.ol .... 

\Ill '-lore, 11111* 11 ..._, Uloe Wtoi'IIU&l!.a Mmal \J'aUal .,.au... 

le \bolocllt \Mt U \1M IIU. .. 'M\11 ~; wn "'* at U.. - lnol ... 

, ....... -a ..... 2/'JiaQ .......... -..., alpt .......... - .. 

.... 1 ..... -- \Ill ~ ....... .,. ... u ........ .u.., "' tiJi.I?C " 

u......,... •'''•· 
1 taU U.. -· U up\ le MMl•t•lT _,...., w -

\lllo Utfe,_U&l u4 \Mt 1 ea1J -"' w ralM tM .... u .. tor U.-
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-l• u£ •• - l.toJa$iea ea u. J -.u \lie o\ller .... uea J 

ri ....... ral .. b ... --....... , \lie Oo.i\- ... -··••I'M \lie 

.. ,._. at •• P'lUliiC \Uo la \lie anoo\ for \lie .-ole Ua\ ot ..... 

w loac .......... - '- .. ,,..u .. fer \lie ,.,, tluM w.t1, ._, 

ot pri.ac w U. J'.Unl .... "" Jut of._ Yodt tla1Uo •U.I'lt;r 

' " parW.. \loeb ot u:t -u ........ -a. .. Mftl.,.,-' it 

U>t wbolo Ut\ -lope -aooe, ....., \loah ot .. l'tola b-• ..,. •• 
u.. wbolo Utl. Ja o\ller worde, ..... u U M\ llaft a .... tlftoot it 

u.. -nl loMI'ft Jut ot ._ Yodt Une\t U. Malen -.p .._ 

u oporot" to 1loiJ tao or W. ldllloa 4ellan ot \Ill 2-7/..,. fi'MtV7 

"-It ot lm-6o u4 lot --~ ... .., N'fti04 tor \lieN panlftlal' 

-l'lUII. It ldp\ llaft OrUI'I la to 11o1J •n \Ilea - h-. 
o..,. ...... :leol" Uoft&ll\ ~. a po4 ...,...uaa aM \ba\ U 

lll&bt bel~ to- \be JMtnl lotol'ft .,._ "' ot \lie -""''• 

let. llolao ........,., u .... all debt-· ~ .. .t...U --.. ~· 

U..lop UL-npftt \lie •Un Utt. !lilt ....U \o ••-11M \711o1Jlac 

.... - - b-. ..., .... all, tloh -u M17 " .. _n..a,, J 

t>;>lalao4, u4 \1117 ~· - " .._ - .. -U•• it \lien .. 

aa an1
•••• e1 •Ulac orten. 

Oofti'Mr leolae \Ilea _.. ~· ..,...ueaa 'lila\ la '"" et "'­

''"'~ la \lie .......... .., ... ..u - ,, \Ill ........ 1loiJ 

•- It \lot loapr M.... Ia o\Mr wrte, I'Oftl't W \M llfita111i 

tporoUtat \lie' U. J'ttanl leMI'ft ea:rl'lM tlonap a .,.... II' .. IICO• 
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- ___ .:...:__;_ _ _,!_/ 

liT doar ..... llelll! w1tbl 

WareNM u Mde to 70UI' letter wrl\t«> oo ~t 26tb 

to llr. !lonee in 'lbioh 7011 ldJ>dl.1 ..Uoit.ecl ou.r op1Aicm u to 

wbat.'l• tba A:Mr108D C.....ul o-.1. at 8aMl ~ 1D tba 

t\1~ t'ell"a1l\ fra. harln& OOD\ao\ 111\11 tba ilenlc f'r lntor­

naUOD&l S.tu-ta. Tbia _.u., III'1AI ail>ce llr, Codlrao, 

1lbo - to 8aMl U c:aa..1 1A 19)0 te OO'N!' tba 8, 1, S, 1 

ani coat.itNM to pc'tora tbi• .f'wlcUoa 1lh1l.e P1r n Seoretery 

or tba ~ in hria, hu ,_ ll'rl....S in Wuhingtoc ....! 

&OIU»CC h11 DeW cluU&I in tbe rr.&IIU'7 ~\, 

111 aot.ual oircuu\ancN I llbould pre!or that no or>e 

ot t.ba Poroil!JI llenice OU1oere in Landon, llerlln, or Perle 

1tlo .... -...ld.q lpMial repor\1 to tba o.pe.r-.t ot tba 

'l'r_,-be~ tbe tMk or t.ta'N111lc to SWI.taerlanll 

tor tba purpeee ot Npll'tJ.A;t " - tba 11, I. s , ~. U 

t.beaa aq eoo\i.au te be bale!. It ....U ~PPM"' adeq>ato, u 

...U u 111M, t.ba\ tor tba ,.._,.t tba Nn•'' v ot!ioor 1A 

.., ... cl1.t.tia\ tba a. I. s. u. e1wa~ ~ baY& 011 te 

ot oontao\ 111Ul tba\ iAeU"'U... luoh taotual r.porW M 

"- aq be able to ..u ..,... u.. Ita"" ....s _...u ... ot 
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Ja rfPlT refer to 
IIi 1.26.17&11/U 

~ 

liT dear Xr. Hu .. : 

DEPAR'TMENT OF' STATE 

w-•~ 

August 26 , 1939 

Ill 19~2 when 1t -• arr&Dged that Xr. H. llerle 

Coohr&D, ae leoretalT of tha l:llbaur 1n J'ar11, ahoul d 

oont1nue the reporting on the Bank tor International 

Settlemente , vbloh he bad oonduotad aa Oonaul at Baael, 

the Conaulate at Buel. vaa 1natrv.ote4 DOt to undertake 

thereafter t o a&1nta1n oontaota v1 th the bank or to 

report on 1t. 

fbe Oonaul General at Baeel hae nov 1nqu1red Whether 

1t 11 the 1ntent1on to oont1nua tbia pol1or, that 11, 

that tbe Ooneul.ate lhoul.d oont1we to refrain troa -.k-

1ng oontaota V1 th the b.nlt and lhould aake DO report• 

oonoernlng tha b.nlt or ot her t1nano1al deTelopeenta 1n 

the oonaular d1atr1ot. 

;[ ahoul.d be g1a4 tl) reoe1 n a auggeat1on •• to thol 

repl.r ld11oh lhoul.d be aa4e to tha Coaaul. Oeaaral' • 1Dq'A1r1 • 

11 aoaralr roura, 

'l'hl Honorable 
.r oha •. Kane • , 

.uuac a.ozoet&IT 
of U. !re&Rl'7 • 
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rABAPIIBAD or m.-•v lliO&ltD 

I'BOIII Aael'iou lillllu~, Berl111, o........, 
DA'l'EI 8epteaber 20, 19311, 10 a.a. 

JO,I Hl& 

FOR !IIU81lllr J'BOK IIEA'l'H. 

Reterenoe 1e aa4e to rq telecraa ot 8eptdber 9, 

No. 1168. 

It 1e r el1abl;J reported that tha Swiee han oonolllde4 

a etan4et1ll agre .. ent with 0.1'11a117 wh1oh 1a praot1oall;J 1deD­

t1oal 1n tel'lle with tha 19~9 acre•et, although no tut 

1e aa J,&t a•a1lable. It 1a UDderetoo4 that the aa1~ ohanp 
. 

11 a el1~t adJuetaent of 1ntereet ratee, l owering thea; 

8w1ee eouroee ea:r that under preeent oond1t1one ac!•antage 

will be taken of onlJ about halt ot the open linea of ored1 t , 

Agl'uaent wae made b7 the llv1ee to adhere to an "entual 

global neutral etandet1.11 agre .. ent. On 8ept .. ber 28, 

Abe of the Deuteohe Bank will proceed to Bru .. ele and thence 

to .t.aaterdul, on 1nrttat1on trM the etan4et1ll ooaaltte .. 

1n Bel g1• an4 tbe Jeturlan4e, to tl'1 to get tu .. 

oountl'1ee t o part1o1pate 1n a global arrang-nt on etan4et1ll 

ored1te. 

URI. 

Q3VI.i :J311 

1.\ll.lllr 
TIIJOo i...,JoJ Y' •>tiT 
~- - ... .;J -·· 
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TREASURY DEPARTMENT 

INTER Ol'l'ICE COMMUNICATION CONriDU'I'IAL 

DArallepteaber 25, 1939 

TO =~~a$hau 
!be Bue1aoee 81tuat1oa, 
feolt u41ng Bopteaber 23, 1939. SubJect: 

Coaolut1one 

(l) Order• now in tho haade ot aanutaoturere, or 1a 
det1n1 tt proepeot, •• a re.ul t or throe woolte ot 1ateae1n 
buj1ag, appear eutt1o1oat to OUTJ 1nduet!'1al produotlon 
oubttutlall7 higher ud to aaintaill produoUon at a hip 
lntl throughout tho reaailldor ot tho 7oar. 

(2) !be wldoeproad aat1o1pat1oa or tuturo roqu1ro•eate, 
howeTtr, raitot the poee1b111t7 that aa 1nToato!'J ooagoet1oll 
11a1 la~er attoot bueillott adnrMlJ. .a. pohllUal TU'IIUil 1t 

baing oroatod, wbioh 81ltt be tilled bJ ••• ol"'oro a!'1e1ag 
troa 1noroaeod ooaeUJII)t1oa or oapUal aoode o~aloll , or 
1noroued export a , 1t a 'blle1aeu eotbaolt 1a 19110 1t to bo 
a'f'01ded. 

(3) PortwlatolJ, a eubetaatlal 1aorouo 1B oouu.puoa 
ot both ooae1m0ro 1 goode aJI4 oapital aoode •••• ill proepoot. 
CODIDOOr pUI'obae1ag power 1t bo1q oxpudod b7 11loroaeod 
taotorJ J)aJ'rollt aad 1aoroaeod tara 1aoo•••, while larsor 
oap1tal oxpea41turee aro ba1BC ullodlllod lt7 Ta!'ioue 1114utr1oe, 
part1oularl7 bJ till J'01lroa4e. Whether tbie w11l roelllt 1a aa 
1110!'0UO 1a llOW Ol"'o!'l ntt10111lt to ialllft ASaillOt a bua1BOU 
tttbaolt 11 opea to qaoetlon, OUr 1li4100I ot bae1o doaaa4, 
aerohand1eo ealoe, aow ordore, •d 1aToato!'1oe ehollld proTide 
a bull tor appra111.a& 4onlopeoah a• tbo7 ooovr. 

( ~) .l aartto4 ollaae• llu oo0ll!'ft4 1a tbot outlook tor 
taploJiltat. Coae14orablo 1aona101 1a taotorJ aa4 railroad 
taplo,..at ban 'booa 11041 , a114 lU.r ehortacu •••• aot tar 
dhtant 1a eoae olt1llo4 11aoe. 

------
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!'lie l!llnl 8l!!aUoa 

J'W'thor oY14eMo ot 'lie 1apron .. M81Moo tro .. appoaro 
u. ttaUtUoal uta wllioll. "-- aft11ab1o lan .. u . fbo .. . 
y0~ !l.lloo 1..._& for tll.o -Jr. oalo4 lepteallor 1' wu oarrS. .. . 

2.6 pouto h1pr to "·'• tJao Jas.paot lnol os.aoo O.toMr 1!1371 

nth all 008p0Mato ll!lar1Jia 1a 'lie rs.aa. ProU•'D•J7 uta for 
tbe tollow1118 woolr. obow ona greater S.aarouoo 1a 1:111 a4,Jwoto4 
11141011 or ttoo1 pro41lot1oa u4 allMM'IIllo p~oUoa. 

1'010 1'1"7 Marpl)'. 
u& todUo 
prortno "*· 

All roporto 1D41oato, llaftnr, tbat a larp part of tJao 

bu71lll bu MOD P'li'017 apoolllaUn, o1a1lar to tll.at 4111'1DC 
tbe 1936-37 'booe . !lao ... 1atluoM .. - foar of prs.oo 
uoroa101 aD4 foar of 1al'b1lU7 to lOt 4allftJ7 of po4o -
ban 'bloa at work. !be •n•at ll.ao QparoaU7 onoa&e& to 
tbe goaoral ]11111111 s.a aa ona poator &opoo 1:ll.aa 1a 1!136-37· 

A ooDfjd oaUal report of a f'U'Y07 '117 'lie 12 l' .... ral a .. orn 
b.W to utor.iM Ole offaah ot t11.o war oa 1a41Y1clual 1Dclall­

tr1u MaUoa. tlllat orctoro roaaaU7 pl ..... •ronoot .. , oal7 
ttfortt to 'briDC 1anator1.. ap to ovnat aaaclo ... prortu 
tor a11 1-41ato larror w1- of Mo1aau, lNt aloo to o.q>aal. 
1GTtator1ol bo)'oa4 owrroat aoo4o 1a ut1o1pat1oa ot pr1oo 
a4T&DOII aD4 4alll71 1a clol1Yor1oo later oa. 1 

Corta1a offoot1 of th1o •-at .... 1M'f1ta'blo: 

(1) Ia4uotr1al pro4uoUoa WS.ll M lla1ata11l14 at a la1ch 
1on1 tllro.P tll.o r1 •elor of 1939, llao to tll.o 
'baolr.lec of wat1llo4 orctoro oa -'""""' boolr.o. 

(2) Ianator1oo of -raohro& 10o41 wUl aoo~aw, 
11b.11o aaw orctor1 11&7 fall off ollarpl)' attar t11.o o'U'­
roat r11111. 11 1a6a&. 

(3) !lao Ml1alll otnofti'O la oarl)' 1~ .U1 booo• 
Yalaorablo to aD7 wataft~o clOnl.,...to. 

J.aoac pou1blo watanroblo unlopaaat1 ftloll. alP,t oaw1o 
• lllla1MII 1ot'baolr. s.a 1~ 11&7 bo lhto41 (1) l'a11WN of 
4oauuo t•1e4 to s..pron ••• w otfNt 1:ll.o proopaaUn 
cloo11ao 1a orctor1 attar 1an&W"7 ...-taUoa bal bOla 
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00aplete4; (2) failure ot war ordere u4 order• troa aeutral 
ooUlltrlu to 1110reue •• rap1417 u •w aaUo1pah4; (3) a 
aontum 111 fr1oea, wh1oh a1Cht oauae 1nYaator1aa to 'be 
uqu14&te4; •> a turn 1a war dnalo~nta toward na poaa1-
bU1tJ tbat th1e ooWitr, a1Cht 'bao ... aothelJ 1no1Ye4. 

OogagPpt1on outlook i!Dro"''' 
rortunatalJ, there hat 'bean a det1n.1ta iaproY ... nt 111 

tbe outlook tor oonftllpUon ot aaautaohra4 coo4a 1a tb1a 
coUlltrJ. !he purohaaiq power ot ooaa-ra haa 'baea t..reue4 
thrOugh raoant pqroll 1aoraaaaa an4 throu~ h11Ur tara 
tnoo••• while lal'(er alg)&n41tur" tor oapUal goode are 
under W&J 1n Yar1oue 1a41latr1ee. 

!be 1noroaaa 1a taotor, e!lplo,..nt u4 pqrolle 1a the 
paet two aontha h&e 'ban aanad. !he BLII &4,1uhd 11l4az or 
factor, p&Jrolla 1noraaee4 1n Alquat to 119. 3 troa 113.9 tb8 
pre'f1oue acnth. Paotory eJipl OJMnt ae ot a1d-.Ali8Uat ro .. to 
the h1gbut leY&l e1noa Deoaa'bar 1937 , appronutelJ 250,000 
people ha'f'1a& 'bean added to tha rolla a1nce tho a1d4le ot 
JulJ. !'be Saoratary ot Labor .. t lutoe that an add1t1onel 
JOO, OOO had boen added bJ the a.1d4le ot Bapt•'bar. 

Ill Chart 2 n e OI!p&H the BLII 1n4az ot e!lploJaent w1 th 
the unad]ute4 I'RB 1n4az ot 1n4uatr1al pro4uot1on t or the 
prnloue aonth, with wb1oh 1n tba paat 1t hae been olo .. lJ 
related. It 1e a1p1t1oant that whil e the 1nduetr1al pro­
duction 1n4az 1a ~et {uaa4Juetad) waa aubetaat 1allJ 'below 
1te Decellbor peak, t aotory e!lplo,..at ro .. eharplJ abon ua 
Deeeaber loYal. EaploJaent 1n the tezt1le 1n4uetr, (lower 
eeot1on or ohart ) hae 1noreaaed aore proapt.lJ tha.n unal 1D 
reeponae t o 1noraaae4 produet1on. In the ateel 1n41latr,, 
hcwaYar, aaplo,.ant oont1nuee ralat1Y01J low, duo 1n part to 
tbe 1netallat 1on or labor-.. rtac aqu1~nt. 

rara 11loo .. • 1Aorea"d au'bat aat1all7 ~riq .t.uc'lat, 'before 
the beg1nn1a& ot tba aharp upturn 111 agr1CN1 tural pr1o ... 
Caeh tara 1nooaa (1nolu41nc OoY&rnaent p.,.ante) ron t73 a1.l­
l1ou in J.ucuat to a total or t~3 alll1ona, wh1oh oontraah 
with a deol1na or tl5 a1111on1 1& that aontb laat Jl&r to a 
total ot t 629 a1111oae. 

1'ba outlook t or 1noraua4 oonaapUon of aaautaoture4 
produote 11 br1ghhnaa b7 a IIOY-nt 1a Yar1oue 1ndlletr1u 
toward greater alg)&n41tlarea tor oap1tal cooda. 0Utetaa41a& 
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11!011& t~waa baa liMa a ahoq uaaaMaal a:r;pMa1oa 1a raU­
roa4 equ1~at o~ra • 1a uUa1paUoa ot baaY7 4t11&114e tor 
tre1gbt eara 1a tba Mar tanre. Ia a441Uoa, ol4 aqtt1~•• 
11 bela& rapa1ro4 aa4 beaY7 or&era are 'bo1q pluM tor atoel 
re11a. PurollaMa ot ralla 411r1q the wook aa4H lop,_..er 16 

111re tbt 1arcoet ot aliT e1qla weak 1a rooom Joara. 

J. taotor 1D tile naa.a .. .._., to 1aonaao rallrod 
equipeent baa booa u ... ~ r1M 1a aar1od1qa 1a tile paat 
te• weeta , ratleoUq beaY7 ab.l.~ah tue to tile w14oeprea4 
buring aonaont. (loa Clllart i•) llbea t1prea tor 1aet week'• 
oar1oe41ac• are ro1eaM4, 1i a o;q~t~oh4 tbat tbeJ w1ll oqaa1 
or u:oae4 tbt 1937 p .. k. 

'l'bo ateol e1 tuaUo11 

!he 4eaa~~4 tor ateel 4ur1B& tbt paat watt baa oont1au4 
hta'r1, aooor4111g to tra4o roporia, tholllh 'bolow tha ~Up 
Yoluae raaoho4 earl1or 111 tile aonth. .l teanra ot tha week 
hal b .. n a .. r1oa ot 1aoroaaaa ia ataol aerap prioaa, whioh 
aatu the week'a uptuna ona ot tbt aharput oa roeor4, an4 
br1nga prioaa at Pith'bargh to tha poat lenl raaohH ia 
t&rlJ 1937· ~ aoareitJ ot ateel aorap baa broupt a haaY7 
4eaaa4 tor pig iron, aaH 1aterobaJ1CeablJ ill atH1 aatiac. 
SoH obaernra aow bol1oft tbat tho relatiftlJ aa11 pig Uon 
oapao1 tJ, whioh llaa aot kopt paoo with tho a:r;panaioa ot ateal 
oapaoitJ, .., proYi4o a bottlo- aeok 1a tile oarrant rhe ia 
otee1 pro4uot1oa. 

IJr;pOrt illqllU'loa tor atoel are 1aoraaa11le, bat tlw tra4o 
·~ote ao 1arco o~ra tor .... ral aoa~. euopt po~a 
tor pi& lron aa4 aoa1-t1111aho4 atea1. Outetaa41ac 1D the 
latter 1a an 1aqU11'J troa tile 111'1 Uah GoYtl!'JIMDt tor 200,000 
tone, pr1no1pallJ .. at-t1111aho4. · 

.l turthor 1aore ... 1a autoaobUe oatput to 53,950 Wlltl, 
nroua •1,2~ tile praw1oaa week, llaa 'booa aoooapaalol _, a 
hea1'J 4ellall4 tor ateo1 troa thia 1D4aat1')'. 81Hl aot1 Y1 tJ 1a 
the Detroit 41atr1ot 1a l'IUID1DC at 96 por eaat ot eapaoUJ • 
an4 tuto1')' aJIP].oJMat 1a tlla1 41atr1o1 oa 8optoa'bor 15 
raaohe4 tba h11beet 1oft1 tor tllat aoath ai.aM 1929. 

llUJ.e tile 4oMaUe •o•M tor uw ear& ia report ... 1o 'bo 
alaoet aapraeo4oah• tor th1a UM ot Jt&r, - .... rta1atJ 
txiah onr tho trall4 ot autoMlt1la pro4ueUoa llltrlq t:U 
ooa1ng wlator, owlq to tho ottoet ot tho war oa tho a:rport 
4eaaa4 tor paaaoqor eara. ...lltaotarora 'bo11na, boweftr, 
that the 1o.. ot aarbh 1a &uropo w1ll 'bo ooapoaeat ... to •• 
tlttent bJ 1aera ..... 4--" t,_ atbar ooutriu. 
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;. 
-~ 

al!1t 1p1'!!1 1WE!ft 

0111' bade bae1ae .. 11141eee lllow aa 1~~pnrtac t:e ..... 7 1.a 
AUgUtt

4 
!11th pro41l1Uoa abollt 1a -aluee 111t;)a 4e•a4, (lee 

ObAJ't • ) 'I'M proepeot et 1aereael4 eoa~~~mJ~Uea ar1e1JIC troa 
u;p&lllli& auto110bUe Olltpllt 4ur1JIC the tall a4 troa .... 
418ft• of 1ueatoJT replellllllaeat "" lllal.hh taotere at thet 
u .. , to wh1oh hal beea &4"-4 the Noeat eU.alwa arh1JIC tna 
tht war outbreak. 

Baa1o 4e ... 4 1a Aueaet lho"4 a 1'1e1ac tea4eaoJ. !be 

t 114ax ot aalea, wt11oh tea4e to lac bah1a4 n11 ..... aon .. ate, 
eonUaul4 appro:a:1-tal7 Wloll&aed. ••• order• 1a Aucuet 1-
prond troa the Jul7 le•el. 'rheee 1a41eee 1a ltUooel41ac 110ath1 

tboul4 pro•14• •alllable 1D41oat1oae ot lftJ aalao!J .. t .. ah thlt 
1181 ruult troa thl NOIJlt IPIOulaUn bu71ft&. 

J'IU IIOI'!c!f!l 4eol1al 

'l'ho wluae ot J'IU IIOI'tlage• llleotl4 tor appraleal hie 
gra4uall7 41ol1De4 11Do1 the peak Naohl4 laet llaroll, 4eep1te 
a turtblr 1'14uoUoa 1a 1ahl'let rat .. that wen1i 1ato etteot 
on Au,uet 1. (he 0~.) lh111 ru14eaUal ooa1irut 
awarda (lhowa oa the ) hen hel4 paerallJ aha4;( O't'll' 
the put IITII'al IIOJlthlo the dlollal 1D the J'IU t18111'11 appeU'tl 
to tol'l lhado• a 4owatura 1a r .. 141at1al award• 4U1'1JIC 
Sephaber aa4 Ootober. 

Weelr17 J'IU data oa 1101'tsagee Mllote4 tor appralaal U'tl 
tboe 1a the lower eeoUea of the ohart. Oli1'1'1Dtl7 the7 U'tl 
runn1ag a t a al11ht17 lower 1•••1 tbaa laet Jl&r· 

P1'1o.. lut •••It al1chtll h1pn 

0o.-o41tJ pl'1CII 1a the tutul'll ll&l'klh , U l'IP1'111Dtl4 
b7 the Dow-JoDie tutul'le 1D41x, held eha47 laet •••It at the 

appronaate lenl ot the prn1.oue nelt, wh1l e the ••1-• ot 
lpeeulat1Te· aot1T1tJ dlol'latl4. Furthel' upWard ao!Juet .. Dtl 
111 epot pr1o.. ooatlnlf., bonnr, ra111JIC lloo47 1 

• epot 1a4ex 
ooat'lhat aboTI tbe prertoue weak'• lnal. !be 1'111 1a raw 
aatel'iale p1'1o .. haa tlll'thel' atteoh4 p1'1o .. ot 11a1-tlll1DH 
aDd t111111he4 rode, l'a111ac the BUI all-oo•o41UII 1ade:o: to 

79.3 troa 74. tbe pl'lrtoue nelt. 

Stoolt pr1o .. han ooat1aue4 1io alll'k tiM arouaA thlll' 
l'loeat h18ll lenll. Ia the •aat181, ll'dlaal 11qu14aUoa of 
Aaerllaa 11nr1t111 bJ 111'1Uih holdll'l hal reeult14 1a a 
OOilllthDt Jllt Ialii 'balaDOI 1a 110111'1t7 traaaaoUOJll t6r..) 
Great BrUala onr the put week ol' aol'l. (Ill Ohal't • 
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156 

o~ MEETING Septe.ber 25, 1939. 
9 aSO •·•· 

!'l'eaent1 llr. oravea 
llr. V1ner 
llr. Oaaton 
llr. Riefler 
llr. Thompson 
JAr. Duffield 
JAr. Haaa 
r.tr, Bailie 
lolr . Fole'J 
lolr . Wh.1 te 
lolr, Bell 
llr. Co ohran 
lira Klotz 

!!. :l. Jrl Ed, where d1d Bernstein get the 1dea or the 
President s1gn1ng those paperat 

?oleys I don 1 t know, lllr. Seeret&J:7. When I came back 
from lunch he told me that the regula tiona had 
boon approved and he got t he idea, I think , be­
cause Mr. Thompson asked our office to have a 
dupli cate set run ott ao they could be aent over 
there , and I corrected that 1mproaaion as soon 
aa I got back and found out what had happened, 

H. ll. Jrs Tell Bernie not to jump to conclua1ona 11ko that. 
It na a perfectly 11illy performance on hla pe.rt. 

?oley: What did Bern1e do , llr. Seoret&l7f 

H.:I . J r: Berni e reported it bad been a1gned . How d1d he 
know i t bad been a1gnedt WhJ should be jump to 
any coneluaiont 

!:lott: Tell llr. Ranes about it. 

H.N. Jrs What happened about the Wh1te Bauae waa tbat 
Thompson wanted an extra copy end Bernato1n rune 
around telling eveJ:7body that it na a1gned. 

Dutfield t He didn't tell me that they had been signed. He 
told me that we had boon a a ked to a end over and 
pick up an envelope and he thought tba t IIIEI&nt 
tboy had been a1gned, 

H, ll,Jr s 'fiby abould be think 1tt 'llhy let hla imagination 
run awayt He got everybody around here excited, 
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J'.lttie ld 1 

.. .. Jr : 

Duffield a 

- 2 -

I don ' t understand it. As a matter of taot I 
don ' t understand the whol e business anyway , ' why 
there has been such a tremendous build-up on 
this \Yhole thing. You would think 1 t was t he 
moat important thing the Treasury had to do , 
WhoM 1e the release on itt 

!!r. Hanes 1 memo was released (ho.nd1ns paper to 
Secretary) . 

:.57 

J.ly suggestion is , I told llr. Hanes en Saturday 
that we should not put out any preea release but 
i~ you want to use that.... ' 

In the tirst place, it you don't want oe to call 
down the press between now and 4 :00 o ' clock, you 
had bet ter tell them that they let you down and 
let mo down. I told them in strict confidence 
that this thing was over at the ~lhite House . '!'hey 
lot you down and they let me down . I don ' t know 
all the ins and outs , but they absolutely broke 
f a ith w1 th me when they called up the \'/hi to House 
and asked where the th.ing was, As a result of 1t, 
I am never going to tel l them again , never . 

I think that is rignt . 

llu t they certainly broke faith with you and with 
me . !low, without askinr anybody 1 s advi ce , 7ou can 
tell them that there is a sta t ement. I asked so~:~e­
body this coming and he said so f ar there hasn ' t 
been any rel ease . They will Just havo to bancl.le 
it and when Ur . Leroy-Beaulieu or aoNbody wants 
aooething, we can do it by word of mouth, but I 
want this thing killed once and tor all . It 1a 
absolutely unnecessary and unimportant . Why make 
this thing - rrry God , we have got things around 
here one hundred times as important as this and I 
want them k i l l ed . If you can ' t do i t between now 
and 4:00 o'clock, I'll have to do it. 

I will try, 

I don't want t o hear anything moM about it. When 
this stuff comes and we get inquir i es f r om t he 
Bank and they come up t o Merle Cochran - we said 
we had a Committee , didn ' t we , Bemate1n and Bailie 
and - who else was on itT 
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11\ltt ieldl 

H. li.Jrl 

Gaston a 

FolOJ I 

Gao ton a 

!'ol eyl 

Gao t on a 

Poloya 

Gaaton a 

Pol e:ra 

Gaatm 1 

!'oloya 

H.!d.Jra 

:sa 
- a -

White. 

White. And the:r can rerer it right up to lolr. Hanes 
and Ill'. Bailie, and then it the7 can't answer it , 
th&:r oan rerer it to u. 'l'hb cona tant build-up 
11 one thing - I would like to lmow tor wbat . It 
I get 1n wrong with the White Houae , I want to get 
1n wrong on a01118th1ng that 1a worth while , and th1a 
certainly ian 1 t. Whoever atartod thio thing hod a 
cruet. 

It wao Bailie t .hot or1g1nall7 worked on it, wasn't 
i t - I mean putting 1 t out. 

The regu1a tiona! 

Yea , the order. 

The order was, as I remiUIIl>er it, t irat prepared 
over 1n tbe State Department and it waan•t submitted 
along with tbe Neutralit:r Proclamation because 
th&:r thought we were going to do it and we t hought 
they were going to do it. 

I remember now. 

And then we IIUide a revision and we preeontod tho 
order. 

Tho order waa signed. 

And the order -• a1gnod, and then we bad a large 
1110eting in the Secretar:r' a ottice and tbe quut1on 
or bow the Federal ReaeMe !lanka were to be not1-
t1od and what sort ot regu1at1ona and rutriotiona 
we were to hove, and tban we drafted that regu­
lation that ..... nenr eignod. 

But it waa the State Departaent that originall:r 
initiated 1t. 

That 1a right . 

It 1a buried now. 

An,:rthing , Herbert! 
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Gaston: 

I!.M. Jrt 

Gaston: 

!I. !J. Jr: 

Gaston: 

H. IJ .Jr: 

Gas tau 

H. M. J1•z 

Gaston: 

s.:! . Jr: 

Gaston: 

H,!J, Jr: 

rias t au 

H,M,Jrt 

GaG ton: 

Foley: 

a . ~ . Jr: 

That ahip that you were 1ntaraatad 1n on Friday 
the Navy identi.t iod it aa a British tanker bound 
i n conjunction with their Caribbean tleet. 

O. K. 

Admiral Waeache is back 1n the office today. He 
goea to the hospi tal again thia afternoon and 
will be back Wednesday or Thursday. 

Anytb1ne; else? 

I don't know of anything alae except that I went 
over Saturday with Hall and Wilson to look over 
tho Bureau 1n connection with their request tor 
addi t ional protection. In view ot thi s situation, 
the;- th1.nl< that t.lle;- oueht to have qui to oon­
a1derably increased guard protection at tho Bureau 
ot Engraving. 

Take it up with Thompson. 

I mean to take it up with tho Budget people. 

I don ' t want to be bothered with it. Take it up 
with Thompson and Harold Graves. 

Well , I think i f you don 1 t mind , we can take i t 
right straight up - a l l right , I will take it up 
through JAr . Thompson. 

Dureau ot Engraving, ;-ou aaidt 

Yea. 

Well, i t is Secret Sorvico and Bureau ot Bncrav1ng. 

R.ight , I will talk with Harol d about th&t . 

There are enough people around hare . 

I haven't anything elao. 

Hero ia a letter to the Attorney General 1n repl;­
to hie letter (handing letter to Seoretar;- ) . 

v t it The !ira t tillle I got time I 
408 ' I bl ve &O • I don't know when 1 t will be • 
want to aeo Foley. 
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Cochran: 

H. !l. Jr: 

1i1l1 to : 

li. !.I .Jr: 

lihite: 

H.:A .Jr t 

!lhite: 

H. M. Jr: 

1'/hl to : 

B.!i. Jr : 

1'/hl to : 

~.li. Jr: 

Bailie : 

H.ll . Jrt 

Your memorandum on FDIC and that other thing -
here 1t 1a. 

Sterli ng opened at Amsterdam th1e morning at 
3.99t . That i s where it cloeed Saturday. 

While I am at your corner, Harry, this is etat1s­
tics, eeet Would you mind looking over my shoulder 
a m1nutet I asked Cochran to give me the balances 
het•e for the principal countries. Do you aleo have 
it, the balances of these eountri ee 1n other banks! 

In other countries! No , they only keep •••• 

No , balances. 

Privates have 1t 1n other banlca . 

Can I have a statement like th1a aha.ing bow much 
the Bank or England hae on deposit 1n dollars 1n 
the United States! 

You also want other banks i n England 1n the Uni t ed 
States , private bankat 

'l'bia ia what I want, 

Yea , but private banks , persona 1n private banks 
in the United States. Not the Bank or England, 
but private banks having balances 1n the United 
Sta tea. · 

Wba t I want to kna. is, how much money ha a the Bank 
or England or· its divisions got on deposit ror 
England! 

ThAt ia right . Tb.ere are private banks and indi­
viduals thet heve bala.ncea i n th1a country. 

And then g ive it to the people who are 1ntereeted. 
Take this eheet here . Japan - Ea rle , I want you 
to get th1e. , • • 

I can't hear you, Mr. Secretary . 

Come up here; I can 1 t talk e.ny louder. 
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!Illi te : 

Salli e : 

!!. lo! .Jr: 

Bailie: 

a.:.r . Jr: 

Sallie: 

H.H. Jr: 

3a1lio: 

!i. IJ . Jr: 

flhi to : 

l"n1te; 

B.li , Jr : 

Bailie: 

Cochran: 

H,!I,Jr: 

The Bank of Japan baa no depoaite and no ea.-rlted 
gold, That mar be vary lldsleading, because the)' 
may have a lot of moner with the Chase or National 
Cit)' , and I want to know, 

We have them every week but tho;r are not on that , 
The)' appear 1n tho weekly report , 

We can combi ne the reports, 

!Jo you see what I meant 

Yea , we will gat one for you. 

lo!a:ybe the Bank of Japan drew i t a money out of the 
Fed and deposited 1t with the Chaao. 'l'l\1a thing 
that I have got is of no uae . 

We will get that for :rou. 

We ought to know. We are doing i t weekly now. I 
think we ought to ge t it down to possibl:y daily. 
Let 's first get it weekly. 

Let ' s get the form first . 

How 11111c.h gold security baa each nation got wi th u s? 
In other words , if there is a sudden change , we 
ou8ht to know. 

l/e don 1 t have eac.h nation now, We haven't boon 
colleotina it that way, but we will oonaider •• •• 

Take Japan and Ruaaia or '1\lrkeJ, for inatance. 

TbaJ have been lumping with the nearest powers . 

'1'h& t doe an' t help us a bit, We should wa tc.h 
Turkey. 'l'urker mar.... Oetting a ten- daJ loan 
wouldn't be anr good. Do you agreet 

Yea . 

Do we have the figures now showing the Bank of 
England depoaitaf 

l>o you fallon know what I wantf 

.. 
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aa111e : 

a,11 . Jr: 

aa1l1o 1 

H. U.Jr: 

V1!1er : 

ViMr : 

H.!J . Jr: 

Viner: 

!l, !l.Jr : 

'liner: 

H.!l. Jr: 

s .~.Jrs 

Viner: 

~. M.Jr: 

Viner: 

H. !.!,Jr1 

- 7 -

Yea . 

Would you like to have it? 

I would love to have it. 

Hight , 

Jake, could you help on that , because you set up 
thia thing first . You lmow what I am talking 
aboutf 

Yea . 

l>oo 1 t you think I ought to have itt 

Certainly. I don't think you ought to set it up 
on the daily basis, but you ought to aak them to 
aend a daily report when they think anything 
striking oeeurs. 

Let's first get 1t weekly. There waa something 
supposedly striking happened and then ws ran 1t 
down ~nd it wasn't , But let 1 e atart weekly, 

Yea . 

I am on the war path today. 

JakeT 

nothing. 

Bow did my son look? 

He looked tine. I think he 1e pretty happy. 

Did your boy go backT 

Yea. 

Got your teeth t1Xedt 

I thought ao, but I am not ao aura today. 

Which meana you want another week orr. 
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Viner a 

H. ld.Jra 

a-as : 

lhitea 

Bailie a 

11hitea 

Ba1l1ea 

'tlhl t ea 

- 8 -

Or a good dentist here in town. 

Tbose are available. 

RaaaT 

(Haas hands paper to Secre teey), 

Anything elae, GoorgeT 

Tba t ie all, 

We are making two studies , one to t1nd out bow 
much the Br1 tish and the French l!lllpire will need 
1n foreign exchange resourcu during the t1rat 
t wo 7ears ot a war 1 the tire t 7ear and tho first 
two years . We have gone far enough along 1n it 
to be able to aey that the7 ht. ve far 1n excess 
or &"l'thing they _,. need. We also have a report 
on what their resources are, so tnat there is no 
justification at all tor talking about the exten­
sion or credits to belligerents in order to aid 
them. They don't noed·any and won't need an,. 
in the forseeable tuture, but that will be reaa,. 
1n a couple of da7s. Much or this telk about 
the abrogation of the Johnson Act, and so on, is 
not needed for them. 

There are a few of the "'ore interesting reports 
that you might want to read on China (handing 
dooumonta to Secretarr). 

Without arguing cut that p"oint , 1t m18)lt be ex­
trel!lel)' advisable from our point of rln that 
sales of f oreign secur1tiee 1n "this market should 
not be hastened at periods of weakneu 1n this 
-rket, 

That is a very acceptad credit . 

I don't think it 1s quite aa s1mple a a Harrr puts 
it. 

It 1a juet a s s1mple aa I put it. You IIIWit ha"fe 
misunderstood .. . 

Regraded Unclassified



BailiOI 

H,J,!, Jr: 

IO'hi t e 1 

H. li. Jr: 

Cochran: 

H. !I. Jr: 

11hite: 

H. !J .Jrs 

Graves: 

H,II ,Jr t 

Graves: 

B.li, Jr: 

Graves: 

H. !J . Jr: 

Holl : 

H,U, Jr: 

- 9 -

Let 1 a go into e. hucldle outside, 

17e hAve a huddlers 1 room down the he.ll , 

I will send him a memorandum. 

Did you arrange for the.t appointment wt th Jay Cre.J.D 
todayf 

Yea , e. t 1 : 00 o 1 eloek, I &lao a a ked h1m &bout 
th1a triond over 1n London, He baa not been 
ce.lled in service yet. Ja7 na very nice , very 
cordiaL 

~ything else, Harryf 

No. 

Haroldt Harol d , when I asked 70u about coal for 
tho various Fedoral de~artments and they sa id, 
"Everything is lovely, doea the. t mean tba t coal 
1e in the bin a! 

That is right . Collins ia going to get more details 
on the. t e.nd give me a momorandum for 70u 1n the 
next day or two. 

How about electric l i shts! 

He he. a already star ted the. t aurve7 1n a number of 
citt e a . 

Anything olsef 

llothing except the.t I have an ange.g ement e.t 10:30 
to aae Kr, Stone of the Bureau of the Budget . 

Good. 

Oanf 

I ba ve nothing. 

I n writing up the memorandum tor me , Dan, will 
you particularly mention t he meeting which took 
place here when you brought 1n the.t letter Friday 

• 
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an4 deo1ded that 7011 and Burgeu ahould nlk 1t 
over . 

Boll i Yea, I have alread7 dictated it. 

B, II,Jr: It an7bod7 1a interested 1n a battle with Federal 
Reaerve , Kr. Burgoaa and Ur, Dell can report . 

Bailie : I heard about 1t th1a mom1ng. 

Gastcn : I am interested. 

Bell : Tbe7 have called about over,. hour, or the7 d1d on 
Se turda,.. 

B. li . Jr: Aa a reault of theae two Ulbaaaadore going over 
instead of our - I tlrlnk we should ata7 out. 
Tell columnJ.ata about 1t tweln houra 1n advance 
1f the7 are doing it. Ploom now on, Kr. P1aer will 
keep Kr. Bell 1nfol'!IU>d. 

Ball: Of tho operationa. 

H, ll,Jr: And on pol1c7 -ttera. 

Bell: Governor Eoolea will either call the Socrotar7 or 
Dr. Burgees. 

B, ll,Jr: I think that 1a proper. 

!!o.111e : I think eo too. 

H. II, J r : We ban got a lot of dlploata arOUDd bore. 

&!lie: There 11 one part of that stor,. i want to tell 
7ou, because I got an entlrel7 different ator,. 
1n llew York at the Federal Saturda7. It ia quite 
1ntoreeting. You ousht to know 1t b<tfore the close 
of buaineu toda7. I told it to Dan, eo be know• 
about u . 

B.M,Jr: An7th1ng elee, Danf 

Bell : No . 

B.!l. Jr: Thollrpaonf 

'!'bOIIIpaon: I ban nothing to :Nport , Kr. aeoretar,. . 

:ss 
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L. l.. Jr: 

'J:hompa on 1 

Klotz : 

u. t:. Jr : 

looll : 

H. J.!. Jr: 

!·ell: 

r.. rl . Jr : 

~ell : · 

::.c . Jr: 

- ll-

I bear 70u have almost got l.!r, Cochran housed. 

Yea , we have got his room all boarded up. There 
ia one thing, I would like to get a new carpet 
for the big room. 

This ia a bad day for that. 

Get him a 
linoleun. 
That room 
board. 

piece of linoleum. lie needs a non-slip 
l'lhat does he want a big carpet forT 

should look juat as bare aa the old cup-

Incidentally, stri ctly in the roo:~, I c;ave the 
stabilization fUnd C600, 000 worth of long-term 
Governments on Saturda7, the i dea beinG that I 
want to build it up to at least 10 ::~ill ion to get 
a little earnings. If anybody doesn't approve and 
haa any i deas, I would be g lad to hoar from them, 
but we took 600, 000 of our very lonaest - is that 
right? 

Yeo , nir. 

1/o have carried as much aa 25 or 30 million. 

30 tlill1on was the high. 

And we have got f ive now. 

Yea . 

So 1f anybody doe an 1 t think it ia good, why I 
would be g lad to bear fro::~ them, 

Ia e verything all right , ThompaonT 

':'honpaon: Yea , 

:ss 
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Louieiana !ax Oa••• • 
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l!!!Jr: Hello. 

Operator: 

Jay 
Crain: 

~:Jr: 

Mr. Orain, Go ahead, 

Hello. 

Hello, Y~. Secret ary. 

How are :you' 

September 25, 1939 
ll153 a.ra. 

C: Fine. Nice t o hear your voice again. 

:::Jr: Good. Ja:r Cra1n, I VllJ1ted to raalte aure t he t :you 
knew how mu~~ laport ance I had attached to sending 
Cap tain Puleaton up to eee :rou. 

~ : Yeah, he 's Just-- he'e Just come ln this ainute. 

!!:·~r: Wall , I Just want to aa:r thlt.t I' m tremendousl:r 
int erested in thls and so i a the President. 

C: Yeo.b . 

Hl!Jr: And I Just wanted to give you first hand - wha t I 
want to know if you people oan ge t i t or have go t 
it or hel p us get it. 

C: Yeah . 

!l:!Jr: And thet is this Vhole question ot t he u ount of 
f uel oil and gasol i ne that the OQr,...ns have on 
hand and Vhere the:r' re going t o g et it froo and 
how long i s it going to last thera. 

C: Yeah. 

h"J.!Jr: Now I don • t know an:y organization thlt.t ooet l1kel:r 
baa better informat ion than you have. Hello? 

C: Wall I -- I ' ll be gl ad t o do any t hing we posaibl:r 
can . 

lll·!Jr: And 1t you -- it there are eomo p1eoea m18s1ng t hat 
other companies have , tell me about it. 8ee7 

Regraded Unclassified



c: 
ll!!Jr: 

C: 

~!Jr: 

c: 
!!VJr: 

c: 
ll!~Jr : 

C: 

H!!Jr: 

C: 

SY.Jr: 

c: 

C: 

!!::Jr: 

C: 

!C!Jr: 

C: 

l!HJr: 

- 2 -

Yeah , yeah. 

But I thought you'd be intereeted to knov tbat When 
I asked the President thia morning coming dovn, did 
he know Just hov much the Germane bad, and be said 
he didn't have the tainteat idea. 

Yeah. 

And I told him that I'd eend Puleet on up to see you 
and he said, 1 That1 s tine.• 

Yeah. 

But this whole quee t ion ot the Roumanian oil and 
e•erTth1ng else. 

Yeah, yeah. 

And you keep Puleaton there long enough until he 
has it and 1! there are certain pieces missing 
t hat you can't get , which I doubt • • •••• 

Yeah. 

••..•• tell us Where we can get it. 

I V1ll. 

Seet 

Yeah. 

But I haYe put -- I -- I lay great atreaa on this. 

Yeah. 

You -- you meet likely have it all , haven' t you' 

I abould think we could -- I should think we could 
give a pretty good idea, yea. 

And you'Ye got t his avtul smart tellov 1n London. 

Yeah, that's right. 

What•• hie naoe? 
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C: 

!!l!Jr: 

c: 

~· .. 

m!Jr: 

C: 

?no!Jr: 

Portera. 

Yeah. 

Yeah. 

Yeah . 

Well we'll - ve'll do everything we possibly can, 
Kr. Secretary. And Captain Puleaton is out a t the 
desk nov and I'll talk to him and help you in any 
way we can. 

Yell you -- you ge t whet I vantt 

Absolutely. 

And I - - I -- as I say, I lay great importance on 
it. 

Yeah. 

HHJr: Now let me ask you this, you• re not furniShing this 
to anybody else , are you - anybody el se ask you tor 
it? 

C: 

ll!(Jr: 

C: 

~!Jr: 

C: 

!l!!Jr: 

C: 

!iJ.!Jr: 

C: 

No, no t so tar as I know. 

I mean, I'm no t doubling on somebody else's tracks . 

I haven• t beard ot 1t trom any - - anyllhere else. 

Vall , I mean -- I didn't-- I didn't want to cover 
the same ground that •••• •• 

Ho. 

•••.•. the Army or Navy had done. 

Wel l it'a -- 1t'a - -I'll keep that i n mind, but so 
t ar aa I knov they haven' t aekad ua . 

And I also - -well I know the Preoident doesn't 
know because I wanted to make sure that -- whether 
he knev . 

Sure. I see. 
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• 
H!!Jr: 

c: 
!iY.Jr: 

o: 
:ll!Jr : 

C: 

El!Jr: 

C: 

S:!Jr: 

o: 
l!l·!Jr : 

C: 

l!l!Jr: 

C: 

;;).!Jr: 

C: 

- ~-

' And -- in other vorde, JOU -- :rou get the pic ture , 

Yeah. 

Thla -- th1a one - - th1a var ie going to be von 
or loat on-- on •• •..• 

'l'ha t' a right. 

--on oil and it1 e b;r ••••••• 

Yee. 

....... -- oil and 1t 1a b;r-produoh. 

!hat•. right. 

And it :rou -- tor inetance, attar :rou get into thle 
thing and vant to bring eo111ebod;r dovn and explain 
it to me in person •• ••• • 

Yeah • 

•••..• I'll lay ever;rthlng aeide to get it. 

All right, air. It ' s a very intereeting 1nqu1r,r 
and 1111 be glad to look into it. 

And :rou understand I ooneider it h1ghl1 confidential. 

Yeah, abaolutel;r. 

o. ' · 

Regraded Unclassified



I 

Rene 
DeRouen: 1-!r. 8eoretar,.. 

September 25, 1939 
12:55 p . lll. 

!l}:Jr: Talking. Now wbat it 1e - - I could help you out 
on the phone. 

DeR: No , I think this is somewhat a little personal 
matter 1f you wouldn't mind for about five minutes. 

h!~Jr : Oh. You're sure it'a something that I've got to 
do? 

Dei\: No. I eay -- What 1& that? 

!!::Jr: It1 a eomet h1ng -- you eay )'OU want to eee me about. 

DeR: Yea, a1r. I want to apeak to )'OU personally just 
for about t hree or tour minutes. 

Hv.Jr: Three-t1tteen? 

DaR: An)' time to suit Tou, Mr. Secretary. 

HHJr: Three-f1tteen. 

DeR: Three-fifteen. 0. K. 

ffi!Jr : Thank )'ou. 

DeR: All right. 

:12 
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:C!Jr: Hello. 

Hr. Helvering . Oo ahead. 

~!Jr: Guy ••• •• • 

Guy 
:'&lverine:: Xes. 

September 25, 1939 
3:26 p. a . 

~.:Jr: I have Congreesman De:Wuen here. 

S: How's that? 

~:'Jr: Congre&IJCWI DeRouen -- D-~-R-0-U-:::-N, ot the 7th 
District o! Lou1eiana. 

~ : rea. 

?.;!Jr: And he's chairman or t heir delegation, and he's 
telling me about sooe troubleo they're having 
a nd while he didn't use thi s word he feels tha t 
1t they are Treasury ~eople , that through the 
preeo a nd t~at sort of thing t hat we ' re persecuting 
the peo~le . Tha t 1s, he t hln!<s eve1•ybody ought to 
pay t heir taxes an~ never -- he has no objection, 
but he t hinks this man R. M. Bell has gone too far. 

:: : R. J-'• what? 

:!!!Jr: Bell -- B-E-L-L. 

~ = Uh-huh. 

~:.:Jr: Now, all I want 1s that everybody be treated fairly 
and Justly • • •... 

!:: Yeah . 

~:Jr: ...... as you know. And I'm not f8llllliar with t~e 
circumstances; as I told him, as tar as I know that 
when all the people are surrounded with these Huey 
Long onsee - - as tar as I know, they've all pai d 
t heir taxes. 

?. : Yeah. 

· - 3 - I 
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So I don't know ot any driYe on Louieiana. 
he'• here ••.... 

H: I oan•t hear you, Mr. Secretary, 

l!I!Jr: He' a here and when oould you eee him' 

Nov 

H: Well I oould aee him -- ah -- anytime he oould get 
oTer here nov. 

h'I!Jr: Oan you aee h110 now? 

!!: Yea. 

~Jr: I'll send l)im over 111th a '!'reaeury oar. 

il: Yea, all right. 

rl!Jr: And -- and give him the same oourteoue treat<s.ent you 
give everybody, 

R: 

l!MJr: 

H: 

HI'.Jr: 

Yea. l(r. Secretary • .... . 

Yeat 

Thie t rial or Bergdoll up in New York. 

Yea? 

:74 

i!: It eeema aa though they have 41eoovered that Mr. Hoeye 
baa oertain information about paaaporte. 

!!!!Jr: 

R: 

!!MJr: 

!!: 

!!I.(Jr: 

H: 

h'I!Jr: 

Yea. 

And there's a letter coming over rroa the War Depart­
aent to JOU • • •••• 

Yu. 

•• •••• okaying ua giving that information. 

I aee. 

But ln ordar to taoil1tate thO thing, we haYe pretty 
nearly got to have lt tb1e afternoon, beoauae I ' ve 
got to trace 1t down through the Brit1ah Oonaulate .... 

Yee. 
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l!liJr: 

H: 

- 3-

••• • • • to get the intormation, and I ' •• told tbe• 
that it they'd prepare a letter I would aek you 
it that would be all right and we ' d get our -­
we'd -- i nstruct Hoeye right nov , 

Well, it you-- you eay it'e all rightt 

Oh, yea. I think it'e all right. 

--<; 
-1~ 

!!I!Jr: Well, it 1t'e a11 right, I'll take your word tor i t , 

H: Juet ooaing trom the other Departaent it ebould co .. 
through and a tate reaecne tor it ••.... 

!-J:Jr: n..t• • right. 

H: ••...• and e•erytbing and I wanted eometh1ng in writing 
requesting it. 

lt1:Jr : llell, you glve 1t to them and then get him to contil'lll 
it in vri t1ng. 

H: Yeah. \Tell the Secretary ot Var v111 send you a 
requeet . through the • •••.• 

HMJr: Alght. 

H: •••.•• -- .tbe AdJutant 011noraJ. -- that la, the 
AdJutant Genera1 will aend a requeat through the 
Secretary ot Var. 

lC'-lr: All rlgbt , Guy. 

!!: All right . 

?.:;.Jr: Ia that al.l? 

H: Yeah. 

!!I:Jr: And you can eee h1ll DDvt 

H: Yea, right away. 

Hl~Jr: 'l'hanlt you. 
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HKJr: 

S&JAUel 
Ra7burn: 

m!Jr: 

R: 

l!!!Jr: 

R: 

!!l'.Jr: 

R: 

HlUr: 

R: 

l!!!Jr: 

R: 

!!!!Jr: 

R: 

HMJr: 

Hel.lo. 

Hello, Banrr. 

Ballo, a... 
Yeah. 

Hov•a the lone ateert 

lleptMIIeJo 25. 1939 
31'<1 P••• 

(L&ugba) Up to nov 1t1 a all rlgbt, but it'• Juat 
tbree-1:h1.rtr. I don't ltnov vbat V111 happen ••• ••• 

Yeah. 

•• ••.• the reet or tbe dar. Renrr, there • • a 
Mr. lluuel~ttrell vbo vorlte under the Treaeurr ••••• 

Yeah. 

•••••• 1n Inoome Tax Unit that tor 12 reare hae been 
11a1t1ns out the 1nooae tax returne tor member• or 
the Houee and Senate up here on the Hill . 

Yee. 

llov there a lot or people that are 1otareeted 1D 
b1a ataJiog on a little longer. Ra reaohea the 
ret1ra .. nt age on 8aturda1. 

Uh-huh. 

And the T . P . 1a the t1ret 11an wbo apoke to 118 about 
lt. Be baa bean worlt1ns wUb hill tor -- all theee 
Jl&re. Ot OOID'II 11J 1no011e tax doean1 t &IIOUDt to 
~ but he reallr baa one. And -- well, I 
th1Dk the llpaalter apoke to H about 1t and then - ­
wall, a lot or people around bare - an4 I n• 
woll4ar1ng 1t the -- would 1 t be Y1olaUng all 
rour rulea an4 1h1a that and the ot:her 1t rou 
would aalt the Pree1deot tor an a:uouun order to 
ltaep bill on a reart 

Wall, u woul4 be YiolaUng .oat of the rulae, but 
I'd do u tor rou. 

: 7S 
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R: Well now, it you'd oall t he Bpelllter I think he'd 
say exactly what the ••••.• 

w.Jr: I don 1 t have to call the Speaker. 

~ : And the Vioe President, or anybody, 

:77 

H!o!Jr: No , no . l>'hat the hell ' e the llllltter w1 th Bam Rayburn? 

it : \jell -- (laughs). 

S!:Jr: Now let me get th1s guy's name. 1\'"hat'a h1s name? 

R: Samuel Cottrell. C-0-T-T- R-E-L-L. 

!!:!Jr: How do you spell it? 

R: 0-0-T-T-R- E- L-L. 

!o~!Jr: .... T-E-R-L-Lt 

R: Cottrell. 

HllJr : Cottrell - and .•...• 

R: And he 1 s been wi th the Treasury tor 25 years . 

H!~Jr: 25 years, 

~: And he has been so capable up bore t hat the fellows 
would juet like t o keep hlm on aa long aa t hey could,' 
and h1s r stireeent comes up Bat \U'daJ' .; 

!-~!Jr: Well • .•..• 

R: And we • d like powerful t or hlm to be g1Yen anot her 
year , it possible. 

~!Jr: I'll send it over with my reoommendat1on. 

R: Thank ;~ou. 

Hl!Jr : I 'll get 1t over Uther tonight or the t1rst thing 
t omorrow morning. 

R: Henry, t hat 's mighty fine . 
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Hl!Jr: Del1ghw4 to 4o lt. 

R: 1'banlt 70u, nr. !hank rou. 

l!MJr: R1ghto. 

• 

.. ~8 .J..I 
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TREASURY DEPARTMENT 

INTUI OF'I'!CE coMMUNICATION 

To Secretary Morgentbau 

'oo" Mr. aubJ' 
I am attaching tables and a chart sheWing W. P . A. 

eJI!)1C1"'ent, weekly, Ulrough September 6, 1939, and monthl;r, 

through August, 1939, the latest t1gurea &Ta11abla on 

these aer1ea. 

1'he total number or V. P . A. worltera on September 6, 

1939, waa 1,661,000. 

The deoreaae trom the week ended Auguat 31, 1939 waa 

lSO,OOO workera • 

.tttaohaanta 
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VORU PliOCRIUa AliiDIS!'IIHIC* 
Jfaaber ot Vorkere li!lp1o,..4 - Vaekl7 ·_,eO 

t7l11 ted Statu 

Veelt eniUDC 
1933 

Deoember 3 
Deoeaber lO 
Deoeaber 17 
Deoembar 2~ 
Deoember 31 

1939 
January 7 
Januar;r 14 
Januar;r 21 
Januar;r 211 

Februar;r 4 
Februar;r 11 
Februar;r 111 
Februar;r 25 

Marob 4 
)larob 11 
Marob 111 
Marob 25 

.lprll 1 

.lprll 5 

.lpr11 12 

.lpr11 19 

.lpr11 26 

Ma73 
Ma7 10 
Ma7 17 
Ma7 24 
M&J 31 

June 7 
June 111-
June 21 
June 211 

Jul;r 5 
Jul;r 12 
Jul;r 19 
Jul;r 26 

.lug111t 2 
Auguet 9 
.luguet 16 
.luguet 23 
.luguet 30 

: 

Septnber 6 

Souroe: Vorke Prasre .. .l.da1DiatraUon. 
!I Oont14ent1al. 

3,070 
3,030 
3,001 
2,9116 

2,966 
2,966 
3,011 
3,oll-3 
3, 032 
3.009 
3, 015 
3.009 
2, 980 
2, 9o6 
2,761 
2 , 752 
2,751 

~:l~ 
2,622 
2,6o9 
2, 5911 

2,594 
2,590 
2,578 
2, 551 

2,338 
2,290 
2, 250 
2,200 

2,081 
2 , 05~ 
1,976 1,119, 
1,1141 !I 
1, 661 
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1936 
JUM 
Jul7 
Augllet 
8~ttllber 
Ootober 
I/OY811ber 
Deoember 

1937 
Januarr 
Februarr 
llarob 
A.pr11 
Hat 
June 
Jul7 
Augllet 
Sept.-bar 
Ootober 
I/OY811ber 
Deoellber 

1938 
Jaauarr 
rebruarr 
llarob 
A.pr11 
Hat 
June 
Jul7 
Auguat 
8~te~~ber 
OotOber 
HOY811ber 
Deoe~~ber 

1939 
Januarr 
rebtuarr 
llarob 
AprU 
Hat 
June 
Ju17 
Auguat 

ltaber of Vorkere 
(Ia tbouua4a) 

2,256 
2,~ 
2,377 
2,1182 
2,5Sl 
2,1143 
2,192 

2,138 
2,146 
2,115 
2,070 
1,999 
1,821. 
1,569 
1,Ji.SO 
1,11?1 
1,~'(6 
1,520 
1,629 

1,901 
2, 075 
2,395 
2,582 
2, 678 
2,767 
3,053 
3.153 
3. 2f2 
3.3'16 
3.319 
3.~ 

2,986 
3,M3 
3,009 
2, 751 
2,598 
2,551 
2,200 

• 1,841 !I 
8ouro11 Yorke Pl'Ogre .. .Ada1D1etrat1oa. 

a/ OoDf14eat1al. 
Mon~7 tigurea are wHitl7 figuNe t or the 

lateat nA of the aoatb. 
'rbe7 1nolu4a oertit1e4 u4 noa-oertif1e4 wo:tkera . 

:s1 
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IIEIIOIWIIJUII POR Till SICIIIUl!f 1 

llr. Jloblo • 1 ottieo telepboDed t.b!a II01'1UDc ~ Hif \hat o 

rofereoco t o Latin AMrica aDd aalted tm.thor I wollld bo ablo 

to eo•• Dr. White roeoiTed a oiailar ••aaco. 

UDder tbo olrcuaataru:oa I woador WMther 7ou wollld l1U 

.. to IO? 

J'f . e ~ . 
loaopb P. eottoo, lr. 

I a•• thlo lnt-Uoe ••rbal.l7 u lhlh aa4 
Oouons "I ba•• ba4 a talk wUh llr. l oblo aa4 ban 
told h1a tbat Wllooo tbll l'No14ent uta the fl'eav7 
to oooperato w will not ooll4 &Ill of Clllll' otatf .. lllbon 
onr t o tho bo;;.roo Do~t 111 OCIIMoUon wUil 41o­
ou .. 1ono 011 loath A8el'1oa. 

IIII,Jr. 
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Secrota•·:r of State, 

V/aahington . 

15, Septocber 25, 8 p, m. 

GRAY 

PAN AliA VIA N, R. 

Dated September 25, 1939, 

Reo ' d. 3 a . m., 26th . 

• 04 -v 

Tho llexican Delegation are considering the i ntroduction 

of amendments or additions to our resolution on "Protec­

tion of tho ~onatar:r and Commerci al Poli cies by t he 

American Republics• probabl:r in fern: somewhat cs follows: 

First. They s uggest a change in tho procedure for 

the solflction cf tho member s of thu A1v1eor:r Committee, 

Tho1r s ugges tion i s as f ollows : substitute for our pr esent 

paragraph on the subject the following: "Th~ Advi aor:r 

Comm1ttoo shall cons1•t of five member s , solectod as 

follo~s: two sel &c t od by tho Republica of South Ameri ca; 

ono so l oc ted b:r tho Republics of Central Ameri ca; and two 

b:r the Republics of North Amer i ca. Tho members shall be 

persona of acknowledged experience and competence i n 

monet or:r and oxcha ngo matturs . In coso of tho considera­

t ion or 0 problem involving ony government or governments 

which may not hovo a r egular reprosentativo on the Ad­

visory Committee, ther 3 shell bo added delegates represent ­

ing oach of tho directl:r intorestod gov~rnmonta , • 

Second. 
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WJD - 2- No. 151 September 251 8 p , • • tro. PAHAMA 

Seoond~ Tho substitution tor our final paragraph ot 

thO following: 0 Seoondt 

To instruct the Advisory Comm.itteo to submit to the 

mooting or representatives of the treaauri oa, which ia to 

take place in Guatemala a roport on tho baaia tor tho 

creation or an inter-American financial institution or a 

permanent ohorocter, 

Among other matters, this roport should give con­

sideration to the poasib111ty that tho organlzatton which 

may bo oroated should carry out tho following functions: 

(a) To facilitate the settlement or p~ymenta between the 

American Republ i ca ; (b) To fac111tato tho c~ ~oration or 

the control banks of this continent in thei r relatione 

with ono another; (c) oro facilitate cooperation tor the 

sa tisfactory solution or the monetar:y and exchange prob­

lema tho t co no ern the Amerio~ Republica . • 

It will be aoen that thi s proposal gooa farther for­

ward than our own draft but aoems to ua in accord with 

1doaa diacuaaed at previous contoronooa and at Washington, 

Wo would appreciate indications o.a to 1fhat !)Osition to 

tako in rogurd to these auggestiono if they aro put tor-

Q :l V I ~t5<J R Ploaoo consult Treasury. 

e£lt as 01;1 
ILP 

lll•liiii'OO .,._. 1 " ..... ,. ...... -··--
I'I!LLBS 
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1l1'lH <lDIIA» CO!ISUI.\1! OJJ'IOLWI 

186 

llr. ~ Cll~ni ll&a appoillt~ a llr. ltll8 C!lUJIC-II.I111c ( :h 4 ~ 
to take charge ot d1pl<Datio atta1r• with Oarau,r. .a. tn da:re ago, 11r. rene 

pn a plll'ty In honor ot lee.d1118 Mlllbere ot looal 0.,_.. conalllato atatf ill 

"" ortort to •••I< tho aupport ot 0.- toarcla ll!r. 'klla'• propoo~ ~· 

Acoordlog to 1u1do 1nto,.t1oll rooe1Yed, the o. ..... n oo1111ular otticiele at 

thlo pe.rty trallkly told ~~r . J'ong that under tho preeent oirolmltanoee , Oor-

lii.DY, tho1181> dociroua ot oomplylJI8 with ;rapanoso willboo, do .. DOt d- It 

wh o to antagol11~• Ohilluo public opillioll. Jurthemoro, aa 3o1'1ot Ruoeia 

••~ Great ~1ta111 eUll r-111 aatera ot tbo J'ar .raat, their polic:y towe.rdt 

ChiD& should be taka illto oOillidtraUon. Ill a&H Groat Br1ta111 agrHe to 

& OO!IJIIOilJ." wUb 1apu, &114 brillp proe.- to boar -· t ho Cbwaai<IJI& 001'arll-

,..t, SOviet lluaaia will udoubto4l:r e~q~port Ohllll&l<ill&• IJI, ouch oa.oo , Oer-

wlll 
-J/ probabl:r otaad apillat Qreat Br1t&111 llll4 aide up with S01'1tt I!Uaeia. 

Qldor auah cil'c,..tucu, ~will lX>t be able to OQPPC>rt 'klla Cl>.llla-wi'e 

!>'IPpot rogt.., BQt obould ;rapu and SO'fiot Jluaala CCIII to - oort of 

torN, and CIIWICI<IIIC -illtaiu a tr1tll417 and Mutral attit..S. toarcla Cllr-

llaDJ, S01'1ot llllaoia 11 DOt 111<el:r to withdraW har e~q~port Of CIIUIIII<IJI&· So 

co ... quontl:r o.- do .. 110t aeo har -z o1oar to cb&JICO bar polio:r 

ClliDo at tho proe011t tt... 
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REAL L!O'l'!VES OJ 1APAN' S TRUCE WI'I!I SOVIET RIJSSa 

O'r6R OORDE!l DI SPI!l'l:3 

:.87 

A.ceol"dtna t o 1nto:r.at1on oecurod tron Japanoee aeoret aerrtce the 

reeent t.ruce between Japan aDd Sortet Rulala la. tho border wart&rO was con-

eluded oa tile DOth'o or 1alJIUl tor the tollawtn& no roaeoaa. Ill the t irot 

rlaco, tn aa. encom1:tor ou the Miulchukuo-Outer-M::n2.&ol 1a boKer, one aJ:Id ou 

bolt dh!Gioao ot crack 1apo.110oe tt-oopa baloagla& to tbo prou4 !Drant\U>& 

~ ~•r• prootloally &Dn1hllated by tho SoYiota within twoaty tour bouro. 

A.o • reoult or tblc ohemotul dotoet, tho nolo arliT etcrr or t ho ll.'trontW>& 

Aroy procoatod their roolgaat1oaa. Tho 1apa~~ooa loader• 1n Tokyo tearin& 

tbot tbo SoY1ot miGht ooat1nue thoir rtctorou.o dr1n into llt.DCbukuo aad 

den lop a reU war were , therefore, coa:pellt,d to oonolude a b'Uce w1 tll Rt.Waia . 

~»; the aecolid place , the truce wtll ••:"'f'o U a mul.IA or retal1a-

tloa I&OiDOt tho abroptloa ot CO=erclal ani !:&Tipt!OD Troat:r by U.S • .t.. 

'i'c'Q-o h 4ea1ro\l.l ot t1D41D& a powerfUl backer to i.D.c""' 1&~'• natlou.l 

rrostlso Ia bar at&D<l aga1aot ....,.rica. 

It lo reported that J"apO alao propoood .. noa-aurualoa pact nth 

Soviet Ruoa1a, but tho letter praoonted a tundamontol aoorat eon<11t1oa in 

rot~~rn tor tho tornatloa or ouch a treaty. Ttlla ooorot oond1tlon IG raprd­

ld ao aboolutol:r unacceptable to ;r0pan, hoaoo tho t allura. Tha dota1lo aDd 

nature ot tho Sortot condition which 1apan could aot a ccept are uaJa>on to 

lato.....,.\. 
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PAlW'IIIWII: or !'ILIOIWI UC&Xt&D 

J'RCMI AluriOU bl:>UIJ, P~ 

DA'l'ZI Septellber 28, 19~, :1 p.a. 

NO.I 18 

Mr. Jaraaillo, noted Colombian eoonoai1t, and the 

Colombian 1Un1eter tor roreign Arta1re, haYe plaoed 

before ua with obYioua oeriouaneee their &DZietiee leet 

the present war 1D Europe &!hot their exohanae e1tuation 

and Jeopard1u t heir pre11nt re11ne, roroiag thn to 

plaoe reltr1ot1one on t.porte which are needed tor 

verioue national de.elopaentl . The proepeot ot reduced 

coffee 1ale1 and depreaoed oo!!ee prioea ie ma11llJ re­

eponeible tor their reare. Th17 haYa a1ked ua Whether 

we w111 be prepared to giYe thea tinanoial aaeiotanoe, 

in aooordanoe with our general declaration. We haYe 

explal.lled to thea the Y&rioue typll Of tranlaOt10il8 whiob 

our OoYernaent a1~t coneider and tb17 baYe nov preeented 

a aeaorandua in which thaT requ11t t1nanoial ueiltanoe 

in the fora ot a credit tor tha Bank ot the Republic tor 

reeene purpoaee eo that 1t w1ll be able t o oont1nue 

neoe11&r7 t.porta and aa1nta1D the etab1litJ ot their 

ourreno7, and tor the purohaee ot var lh1pe. (We v1ll 

explain to the Coloab1an Ooyernaent that the latter 

t1nanoi.ag cannot be oonaidered.) It 11 eugllted bJ the 

Oonrnaent that the ..-ount ot the ored1 t to be extended 

be 

:ea 
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be deterained atter a carefUl etudy or their mo1t 

pre11ing needl, the condition• which may be eet ebliehed 

tor the aerv1oe ot t h e eX11ting debt, and the nature or 

the oredi t and the term a on which it ia advanced. The 

memorandum stated that they would be willing thet a new 

banking organization be eeteblilhed to receive the loaned 

moniee and control their expenditure. Th1 United Stat es 

could eupply whetever technical help it believed neceae&rJ. 

The memorandum euggeeta that the Colombian Government ae 

a tir1t etep would be willing to invite the United Stat ee 

to send a repreeentative to Colombia to study the matter. 

We are sending you copies or the memorandua by air mail . 

The soope ot t he proposals ie obvious and we believe 

that it ia to be foreseen that any actual arrangement 

would have t o be based on an exchange ~ l etters and 

oollli!IUmente like thoee with the Bradl1an Foreign 

K1n18ter la.et Karoh. It would be or great help to us 

it we were able to eay either that we would aocept 

Colombia'• invitation to eend a r epre1entat1ve there 

or that our Government hae aut horiud that an invitation 

b e given to the Colombian Government to eend a epecial 

representative to the United Btatee. Will you kindly 

ooneult the Treasury and Meaere. Piereon and Jonee 

and no tity ue by telegraph ae aoon ae poaaible. 

We 
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We ban alread7 expl•• ae4 to \be OonmMnt ot 

Ooloab1a that 11117 Wl4ert•ktas• ot uq as•nor ot 1:he 

190 

Un1ted lltatu at \be preaent tiM aat be oonunsant on r·· • 

ba'1'1DS autt1o1ent tuDda tor tha purpoae. 

'f'he J'oraiso X1D1etar ot Peru baa alao pruente4 

a aaaorao4ua 1••• exteoa1Ye but 1D the aaae een••· 

It eapbaa1zea that Peru baa loa t aarketa f or augar, 

ootton ao4 othar produ~ta and oea4a t1naao1al au1atanoe 

1t turther depreo1at1on ot 1te ourrenor an4 turther 

ourta1laent ot lapOrte troa the Un1 ted Statu are to 

be aYo1de4. It aake credit troa the Z:~;port-lllport 

Bank be giYen to tha re .. l"''e bank ot Peru to t1naaoe tha 

p..,.ent of our e:1;p0rte to that oountrr. Peru otter• 

depoa1t ot aqu1Yalent ••• in eolea to b e 11qu14atad 1ft 

ao asreed aaDDtr. 'f'he probl- fao1ns Peru v111, in 

our op1D1on, ba seou10•17 .. r1ou.e, perb.apa u 41tt1oult 

u tho .. taoa4 b7 11117 other Latin AMr1oao oOUDtl'J. We 

voul4 alao 11ka authorization w tall the J'ore1so K1JI.later 

of Peru that ha 1a 1n'l'1 ted w ... a a raprueotat1Ye w 

th1a oountrr to talk OYer the a1 tuation v1 th 

llr, Pitre on' • bank. 
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TREASURY DEPARTMENT 191 
INTER O~I'ICE COMMUNICATION 

TO Secretary Korcenthau CONFIDENTIAL 
ltr. Cochraa 

!!he t oro1p> •xdluc• arkot •• ~n 4ull t~. 5terl1JI& ~4 b<ltweoo 

}.99- 1/2 ond. 4,oo-l/4, an4 c l ooo4 a\ 4,oo-lf4, 

RepcrUno; banQ in lin York an4 the J'o4oral llaoorvo :Baal< reporhd o&loo 

toWJn,s o.675,000. troa tho tolloTiioc oourcou 

3y cocmereial concerna ••••••. . . . . .....•••••..•.••...... . •• a 

3y(~·~t~o;; .... 5.;~\i. '.l;.;;i.~i ........... ~~ ...... ·~.....;=~~ 

'flle b&nkt alto roporta4 that tho llrlthh Contrcl pw-ohooed oterUoc a.ount­

!.nt: to 1.25, 000 at tho otfic!&l rate ot 4.02. 'l'he Control pooted a now rate to­

u.- ot 4 .01 tor otorlioc ar1o10C troa apprond tranoacUono, delivery wlth1n 

t !:.1r'ty ~. but no tra.o.aac.Uona we.r. report•d to u1. 

l:r. lnolte """Uona4 '1>7 telephone that cotton bUlo COT<rlD& oh1-h to 

Gr eat Britain under wl>1ob tho 4.02 rate 1o claimed are now in rather -11 

uounts. 'l'ho Clt:; Rank reporto tbat 10 tar all of tbo cotton blllo 11 boo 

o!! ero4 to tho Rrltloh control ha~o been accopte4 at tho official rate. lnokt 

•t~ a I1Uilbtr of people were apparent}J' hetli.Ot1D& to PfT above 4,00 for otorl1oc. 

i.!r: Xnoll::e pve .,. the tollowioc 1Dtorw.t1on '1>7 telephone 1J1 rtprd to l!uulu 

balance• on tho !low York 1118rkot, Tile hol4ioco of tile State Rank of Ruoola with 

the Federal Rooarvo Rank are pracUcallJ' tho oame • • loot week, ....,.l;r, aroun4 

$},2Si),OOO, 1o.clu4ioc $2,2!)0,000 in i()ld. lith tho Cboot l!&Dk, tbe State Dank 

of l!uula today hao on 4epoott approxiaatolJ' $2, 000,000, a o co_.-&4 with 

$1, 5()0,000 laot wok, 'fho pin ot ~.000 h not o1p1ticant, fho inlteroolt ..... 

l og point 11 that out of the $2, 000,000, alroa4;r $1,000,000 11 blocked, !be 

rtaoon lo ao folloWOI IJP to two woolto 0C0 tbt 1Jnittd SI.Otet dld buolne .. wi\b 

!htu!~oo a oredlt bath. !bat h , -rtoro oold 41roctl;r to llnuia, il.•i"C 
ap;roprlato crtdU to tho pwchatar. It appear• tbat thoro boo now boon a 

Uz:4tue7 to cbe.cge to a caab b&ele •• fer •• tM J.Mricu ·~ter le CODCirM4. 

Con .. quontlJ, tho Chaoo leAk hao boon called upon to open crodlto to tho ._, .... 

to Ruuit. .u tho Ohau l!aDk gi'Oto tho oe ort41to it blooko, in t111'11, an t qul'Oaltnt 
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- w>t i n the tuDA. ~oe1to4 w1 th it b7 tho Stato :Bank ot Ruooia. J'Urthel'IIOrt, 

tho A~storg balanceo with the Cbaoo :Bank ban rloon to $4,11Qo,ooo, 'llhich 1o 1lP 

$2,000,000 troa a--· '!he hA4a 'llhich ban bMQ 4Aopodto4 to a-nt thh 

a<:c01Jllt !l&YO cODI t roa thll State lloAk ot luooia which, 1n tVD, baa boon C"ttiDC 

ncn•T b6ck tro10 Scandinavia and other pe.rto ot thll lllropoon continent. ~ 

,t.otors prel\.,.,bly needo theee inonaood balonoll tor tho - purpoao that tho 

cua• :.eed.e tbe.m. that lt. to gift credite to exporter• to Ru..ata.. 

I ulephoned llr. Linoey in t hll State Departaent t o lO&nl 11hethor thll ~ 

partAtnt conlidered i t a •tter ot l nternat ioD&l. policy ot 1nterett to i t , a ,, to 

mothu the 'l'rearury ohou1d take ooao copi....,.o of tho nqueot of J. p. llorpn 

& CooJl&!IY that we in 10010 -=er &aoht 1n 'briDCing to thio coW>try gold which 

t!:.t Italian ao .. rmr:ont 1o ottoriJ>C 1n Swlt&orland or at an Italian or French 

;>ort tor takiDC care ot tho ...,orUaatlon ae.rrico due October 1 on thll 7'{o dollar 

boodo of the Italian Oover11100n t loaD, tor which llorpno aro tnattll. 

~hh maHer orig inally came to 1117' at tention on Septombor 15. On tbet date 

Jo:r. Inoke intor=od JOe ot the 1nq\11J7 that bed been cado of the hdoral a ...... 

;ool: of !lew York b;r llr. IM:oont, and llr. Linoey &loo lot "'" know tb&t llr. iaJOont 

~approached the State Depart:ont on thio ochJoct. llt11ra. Liveooy a:u! Xnolr:o 

!'ad !n1"on~od llorpno that thh •ttor had boon referred to the 'l'reaoury Dope.rt•nt. 

I l ot llr. Liveooy mow a t that timo that tho Troaoury did not t»J<o 1t a practioo 

ot occeptinc gold abroad. Exception• were ~~ only whon tr&niiiCt!ono !nvolYod 

!'ripa.rttt.e -one~y ope:rationa. and we ftre reducing thtet to a m:1n.1Jiu~ I -.leo 

tiocuned tho .. ttor with Ill-. Xnoke, .mo ac:rood that our paot pol1c7 procludo4 our 

int•rvonUon 1n thh caao. a'e doc1dod tbat Xnoke ohould p&ll on word to llorpu 

that the Swloo llat!on&l :Bank had recently • 4AI a ahip&ent of gol d, i n b&h&lt ot 
the U&t!onal llank of I!Ungllry, to !low York on the It&l!an SS COh"''lil m: SI.VOIA. 

Con .. quently, tho Itali&D OonrJliDent bed &TIIiloble !to own line ot lt....,ahipo to 

toke the gold f roa ~ope to .U.Orica 1t it would only ao..,... tha rt~pon.o1b1lU7 

!or the ehip:ent , i.DclwUn& tM: wz rlak 1111W'&DCe. 

lly onl;y other o~otion to 11r. Xnoke !or poodng on to l!organo •• tl:&t tho 

315 baa troquontly vrllllJOd •• P• between holden ot gold on 41tforont aarlr:ota. 

It the liiS lligbt h&vo gold 1n !lew York which B • ·• wlll!nc to trade -1not gold 

1n Switurl&n4, aoaoth!DC cou1d bo worlr:od out throuch thio lled!wo. I doubto4, 

ba•over . mot her 1n prooont ci""'"1 tanceo, tho BI.S or M7 oth&r holder ot golll 1n 

~ •• York w u14 be wllliDC to e:a>~o thio for gol4 1n lllrope. 

It h llr. L1nu:r•• UJ1dorot1111d1ng tb&t tho '"" inTolvod in offootiDC tho 

-rth&Uon oorrico October lot 1o $},6111,000. l!o 1o not aware ao to ho• 8ll.ch 

<Onor will bo roq\lired t o ta1r:o car• at thll e-n• ot thio loan - tnr1nc Doc.-r 

l~t . It appoaro that t6~1,000 ,000 ot the bondo vo outotand1DC, bnt that appro:d­

.. t>ly one-holt of thoao ve bald in It&l;r. It wou1d not appear noooooar7, thoro­

tore, tor the ltdi&D Oovor,..nt to o&nd to tho 11n1ted Statu gol4 ov.tf1c1ont to 

CO•tr tho aorv!ce o! all tho bon4Ao outatanding, tho•• 1n Italy boiJ>C talr:on care of 

~7 lt.a..Uan cwrenc7. I f It.al.7 414 acd oYer col4. enoucb tor the entire .. me•. 

all~. then pai4 &llrrice 0,. only halt thll bondo out ot thio acc01ll1t, thelr dollar 

bal&nceo on tho .U.er!oan aarlr:ot woul4 be 1noreaoo4. 

CONFIDENTIAL · 
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- I .poke wUh Ill', J.iYeMJ ~ hi -. pe.-ool&l~ ot thl opW010 u.t, 
11 .,h &I thl State aa4 !r_,-~h llipt M aaxlou to protect thl 
totorut ot Aller leaD \oD4ho~e, hi 414 110t - uq reaooa tor thl ~ to 
~~ 1n l h11 I.Jut&Doe lr• l\o practice ot 110t tald.IIC colcl abroacl, - 1 

101.4 hiD tbat Ill'. J.etfi.Jicwell bacl to~ epotea l o Ill', Jailh aa4 bacl rlll.oecl. lhl 
polal •• to whoth u 11 llipt be of eo118lclarable poll \leal ll>torut for v.a t o 
auht tbo ItaUaa Oo.....,..al at thh liM lbr"""' con-uac lhl abon­
oenllono4 traaa&e11oa, J.iyue,. ealcl. hi wo1114 han to tate th11 aattu "" with 
tbl poll U e&l tiOtlon ot the I tau D.pr.rt•at . lle •e 1101 able to cot la touch 
nib llr. lloftat, but prcahacl to oeo .l.oohtanl Secrolll'r J orlo aa4 t o lot .. 
hear later. 

lh1la I •• lal.klDc wlth Ill' , J.i ..... ,. 1a tho &ftornooa, llr. J&lllo loto~cl 
.. that Jlr, J.etfill&nll bacl Juat tolophoaad tbal tho Itall&a Oo ... rDMJ>t bacl ll>­
fonM4 !WI tbal thq .,.... rollittlac lhl 4olltro to tate caro of tbo 0117 of -
boo!o ad lhlat~lno ohlpplq lhl plcl, ao bacl - "'""'104, t O talto earo ot 
~· Cetobor 1 a:oorllalloa.. 'lhllt thl p lcl will l imo arrl .. a tow 4&.1• lito, 
tba •tUr 11 talton oaro ot. I tolcl 14YOI07 lh1o. It 1&14 hi had 110 funhlr 
.. N t roe llerla , oo thq woul4 eoul.4ar tho • ttu ol o"4. 

111tb thl Soeretar)'' o _OY&l, I -uh4 to llr. 14.,., .,. lbal lhl Porol&a 
111Aiat er bo rotorracl t o tho ~orl-lolport Jaak 1a tho •ttor ot thl $15, 000,000 
l oon mtch ho 11 oMkiac • 

. . 
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TO 

SUbJeotl 

(1) 

(2) 

(4) 

(5) 

TREASURY DEPARTMENT 

INTER OFJ"'CE COMMUNICATION 
OOIPIDDTI.U. 

OATC Sept. 26, 1939 

Mr. Ha . 

Seoret~rgentbau 

Curren Dnelepeente in the H1gtl-grade se~it1ee 
llarlr.eta 

The aYerqe ;rield ot leJI.&"otent freaeur:r boftda in­
oreaeed b:r .1. peroent laet week and wae unchanged 
en Monda:r, SePt•ber • Moat or the in-
ore au toolr. plaoe on Thureda:r when 
eft1oial 1111pport waa wUbdran troa the -et. 
Lone-teN aeouriUea baTe been auoh weaker than 
ahort-te:nt iuu.ea (Charta II and III), The deoreaae 
in the aarket Yalue or the unite! 8Eatea aeourit:r 
holdiJ!8e of ell in8Ured oouero1a1 banka troa 
June 30 until the oloee on Monda:r 11 eatiaated at 
1599 a1ll1one. 

The longwte:nt 'freaeur:r bond aarket baa now loat wb­
atantiall:r all of 1ta gain a1noe the aarl:r apr1ng ot 
1935 (Chart IV). .U ooaparad W1 th the a1tuation at 
the bot\oa of the 1937 break, long-U:nt aaour1ti .. 
are now onl:r a11ghtl:r higher, Wl11la abort-tent ie­
llllea are auoh higher - 1. •·, their ;r1elda are auoh 
lower (Obart V).. Thh 1e ·about wbat a1ght be ex­
peoted, oonal&ering the ra41oall:r different ohar­
aoter ot thl 1nfiueno .. wh1oh brought about the 1937 
break and the praaent one. 

L1 ttle ohange ooourre4 in h1gb-gre4e corporate bond 
;r1elda laet veek (Chart I). There waa e011e rertYal 
in publ1o otferinga, bu.t thia waa oTerabadowed b;r 
no large print• a&lea to in1111ranoe ooapaniee. 

inoreaaed about 
the var 

There waa 
week. 

Br1t1ah &D4 l'renoh Go't'ernaent uour1tlea ahowed 
praoUoall:r no oh&nge aur1ng the peat week. llote 
oirov.lat1oll in both Dl&].&nd and J'Nnoe haa reoeded 
aliptl:r troa the peak& .. tabl11hed ill tbe laat 
preoe41ag waekl.:r reporte. 
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I. C!vnat 1!!!!1 !! 1a lld.te& ht!!• il!!!r1!;ltt 

vau.a ,,.,.. a..n.ua -u ..... ,. AMl.U. e.n .. a. 
NJ'1)' part •t lut ..-, ... tMil I' " 1 MI. l'el.aUY~ •tula w.•r;:: < ... ,.,., 15>· • ........ )'1-a ., all ~ ... 
hrs "..._ .... .,.... at_l • ., ._. •• , m .. lllq, •• -

pare4 wUil 2. ....-• a wee '"'-" ( ..... J). 

Leq-hra 1uua 4Hl.u.& tal' -• bl'llll. 111M "* tMa 
lhorter hmee, •• 1a ellMna 1a 111M tellew1ac ta111e1 

.. , .. 
~,,. ... . 

3 te 5 ,. ... . 

Bolllla 
--uiLr 5 para •• eall 

5 to 15 ,..~ h aall 
15 ,. ............ h eall 

( ... "--1• are Wrt)'--Ma) 

- .01 + .o1 o 
- ·05 + .01 - .~ 

- .1~ -1.1 
-2.0 

- .01 - .o, 
- ·05 

- .1,. -1·" -l.o6 

!l!!rp n .... tu 1.a11,- nuwatl••• 1a pn ....... 
7lel4i • Hwe Mleete& lila....,. Mt .. aM Mala, -•l'••':f 
w1tll Aqad 1. fM .-r1t1N laalMM llan ...__ .__ til 

1Peo1el "'- •• -u. t- aM ........ !lie .,.._ 
bolllle all llan tU - 11111•• - 1-3~ .-at - alii are 
tllaa 41"aU,. ......Ula 1a all ...... ,., auapt MtVUT 
&114 oe11 .... 1111ou. n w111 ..._ ., ... tllat tile 1npl' 1a-

.... lilaft .... -- -- .......... U.O• tala ... l'Mk ., WI' 

tllu tile Marta' 1-•· 
1111• ,..._, 1a k att "' - MN llllai'PlJ' 1a 

alellt. ...... u •• , ....... ., ...... athl' 
' 1a o. ,..uea .t lld.t ... ftataa -1'1U•• a1 ... 1. 

tlllll 1a tJt.a - -• u 1a t11t.a a1laft tallt.la. :t1'1er M 
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aepuaber 6 the pl'1ou ot uwi'1Uee ot all •turity olauu 
bad been deolia1ac 1841eel'1aia&tely. lilloe that date bov­
,.,,r, the •rltet baa ello1rD a .arlted prar ......... tor ee:.Uruiaa 
vl.th utui'1Uea or oall datu ot leu thaD ti.,. ::reara. Aa 1a 

1howo in the ollart, tlleae llaYe 1"all1ed aubataoU&ll.::r, 111Ula 
eecuritiaa with .. tul'1t1ea or oall datea ot oYer t1Ye ::reara 
baTt continued to deol1ne. 

!be deollne in tba aarltet dul'i.ng Ule paet vult ahould be 
T1tlfed in ooDDect1on Y1 Ul tha l'eduotion in the a.out et ct­
f1o1&1 aupport. On Xollda1 aa4 fuuda::r, the federal Ruern 
s:ret .. and the 'l'reaaur::r t ogether purcbaee4 $1~. 3 a1lliou ot 
United Statu eeouriUee; and the ayerage Jield ct lon~teno 
'l'reaeur:r eecurit1u increaeed b:r olll:r . 01 peroent each da;:r. 
On Vedneeda:r aD4 !hureda;:r no otti cial purobaeu vera aade; 
and the long-tel'8 'l'reaeur::r anrage 1noreaae4 b;:r . 05 peroent 
and .07 peroent, reepeot1Tol;:r. On Jrid&:r cttioial purobaeea 
tot&led olll;:r $1.~ a1111on, on 8aturda::r there were none, and 
on IConda:r Ule;:r qgrepted $6.9 a1lliona; aeanvh1le, Ule loag­
teno aTerage r ... ined unchanged at 2.79 peroent on Frida:r 
through Xonda;:r, iA01Ua1Ye, 

Co•ero1&1 banlta ban continued to hold their OoYerDMnt 
aeourit1ea v1th but ainor exoept1ona. In Ule veelt ended 
September 20, weeltl::r report1ag ... bar banke 1n 101 oitiee re­
duced their hol41nga ot OoYernaent aecur1tiee by t53 a1llione. 
Hol ding& of 'l'reaeur::r b1l.le declined by t38 ailliona and ot 
'l'reaeury notea b;:r t 22 a1111oaa, 111Ule holdinga of United 
Statea bonda deoreaaed by ollly $1 aill1on and guaranteed ob-
11gatione 1AOreaae4 b;:r t8 a1lliona. Report1nc banlta in lev 
York City 1noreaae4 Uleir bol41nce of United Statu bonda 
b;:r tl~ ailllona, Wti1le banlte outaide of lev York C1t,-r;luoed 
their holdinga by $15 ailliona, aalting a net reduction or 
tl a1111on tor all reportiag balllta. 

'l'he uti .. ted deol1ne in the .. rltet Yolua ot Ule Un1 ted 
Statu OoYernaent aeoul'1 ty b0141.aga ot all illaured oo•ercial 
balllta betveea J\ule 30, 1939, aod the olou on Monday ia 
$599 a1lliona. !hie MOOWlta w 11..0 peroeGt or the wtal 
0&1'1'Jing Yalue ot auoh aowr1t1 .. on Jl&lle 30 ($1.5, 034 a11-
11ona) and t o 9.2 peroant ot the reported oap1tal tullda ot 
the banke ea ~t date (1',515 a11lioaa) . We bad prertouoly 
Ut1aated the a.o1111t ot tbia 4epreoiaUon tor the period 
froa June 30 to the oloae on Septeaber 1~ at t486 a1111ona. • 

i keaoran4Wi a&te4 B;Pteaber 15, 1939. 
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::n 

II, ot the 

'l!b.e aYerap Jield 011 1oq-ter. frea8UJ7 bolide etood at 
2. 79 percent at the oloea 011 llollda7. 'l!b.e anrap Jield tirat 
touched tbla po1.nt 011 the •ar 40irll on rebl'll&r7 19, 1935, ao 
that, 011 net bel&liOe, ell ot the bull -.rl<et 1D loq-terw 
'rreall\ll':f boftde a1noe thet date baa now been wiped out, c­
oapt for a tew 110ntha tollow1ng the ltb1op1&D lfar or1e11 in 
1935 and tor a t1 .. following the bad break 1n the OoTernaent 
bond market in 1937, preeent ;r1elde on long-ter. Trea8UJ7 
bonda are the h1gbeat wh1oh haTe obta111ed at &ll:f U• e1noe 
the epr1.ng ot 1935 (Chart IV), 

A good aethod of .. 0\lrlng a perepeotln on the •Jor 
IW1nga in the long-tera 1'rea8UJ7 bond •rket 1a b;r tollow1ng 
tho pr1oe IIOTeMnt ot the 2-7/8 1 a ot 1955-60, 'l!b.ue bonde 
wore t1ret 1eeued on Maroh 15, 1935, at wh1oh t1ae the:r were 
the longeet-tera 1eaue outat&D41ng, Their Oloeing prioa on 
their date ot 1IIU&lloa wu 100-23/32, troa wh1oh the:r roae to 
a 1935 h1gb ot 101-27/32 on Jul.;r 9, During the Etblopian 'l'ar 
or1e11 the:r eold aa low ae 9~ 30/32, and during the break in 
the epr1q ot 1937 aa low aa 99-12/)2, On June 5 ot thh 
rear, the:y reaohed an all-Uae h1gb or 110..9/32, and on 
llonda1 oloaed at 100-17/32 -- 1,e,, wi thin a tew th1rtr­
eeoonde ot their pr1oe on the t1rat dar of trading tour and a 
halt 1eara earlier, 

1fh1la the anrap Jield on lons-tera 1'reaaurr boDda 11 
now wt tbln ,05 percent ot ita leTel on April 1 , 1937 - the 
bottoa ot the lharp decline 1n the •rket following the 
eeoond 1noreau in re .. ne requireaent1 - the rtelde on 
ehort-tera eeour1 t1ea are 111.1oh lower now than at thlt t1ae 
(Chart V), 

'l!b.e relat1Ta aoTeaent ot long aDd abort aeour1t1u 11noe 
the epr1ng ot 1937 1a not aurpr111q 1n Tin ot the different 
e1 tuatlon th.en obta1D1Dg troa that at the present tlae. The 
break 1n the -.rket 111 the epr1ng ot 1937 waa pr1aar1lJ oo­
oaa1oned b;r e.t the baftk1 ertdantl:r oona1dered aD actual and 
proapeot1Te dearth ot exoeee reaerTal, !he exoeaa reeerTaa 
ot ell aeaber baftke got ae low a• t7ll a1ll1one and thoaa ot 
New Iork 01 t7 bankl a• low aa t67 a1111on1 111 the au&Mr ot 
1937, and tbla aoaro1 t7 waa toreabadowad 111 the epr1q de­
Ol1De 111 the aanet, 

'l!b.1a raatr1ot1on ot u:oau raurTaa bed a aeohaD1oel et­
teot on lhort-tera ao11e:r ratu, and th11 etteot waa propagated 
OUtward to the lon.,;.tera bond aarket, The aarket •1Dta1ned 
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Ul ooat11eMI 1a Ule 1aae-Uaa ~ V.ll4 ot leae-ta. 
1ahHit rat••• IIMrnv( M \bat tile 1-s llo114e nttona leu 
~ proporUo•W7• U 1l1ll M r1 .U....a .. , 'be et-
11o1&l upluaUoa Ml z •71ac Ule •-114 1•rea•• 1a re­
e~rn requr.o•'• aD1uc-4 ....... a' au 1a 1...-tera 
1aterllt ratu, 'llllt npeete4 1;b&t tile ettoot ot tile iaoreau 
1a ruena r.qlllna•t• WOIIl.4 ba oa lhort-,ora rahe ollll.7.) 

.U tile proeoat t1M Jllat Qa oppoalh 11tuat1oa PNYaUa. 
Exo111 r .. on .. are .,, aa all.-Uao h1ch aa4 ltU1 r1e1ac. .U1 
ot the taotore are uJU~a~ tor ooaUne4 low aon17 
rat••· aaoapbero at tbe -••t bee obelale4 
oo.pl etel7, geaaral o:a:paotuo7 1a - tor a 
protraoh4 QOW1JlC 1aterut ratea. n. Mia ilqlaot ot aaoh 
a ohallga h aaturall7 on 1oag-tora ratu, aa4 11 propapte4 
to the ehort-tara rat .. pr1no1PAll7 b7 aeane ot a lbook P•7-
oholog troa vh1oh reoonr7 11 apt to bo raQer Np14, •• 11 
eeen 1n the 41Ya~eat ao.•anta ot lo~a~- ana ehort-tara ratu 
a1Doa llept .. ber 6 llbOWD 1a Obart III. 

III. Blsb-11'!4! Oomrato Boll4e 

'!'hero -• 11 t1:la obeago 1a tho h1Ch-sra4• oorporate boll4 
unet laet waelt. !be 'freNur7 enrage ot h1ch-sra48 oorpo­
rau bon4e uoreaae4 1JI 71o14 troa 3.31 peroeot oa latllr&o.7, 
8apt•ber 16, M 3·33 porout oa latllr&o.7, llepteaber 23, aD4 

olo11d at the - t1Fr• on lloadaJ. 

'lh111 oh&IICo• roneot a sreatar .tecroo ot atabUU7 than 

ex11te4 1a Ule Mrttet tor Qonn.ut .. ov1t1 .. , the aprea4 

betw01n 1o~a~-tera 'l'r•-..,~ all4 ~ oorporah lloa4a 
fall1DC troa .66 poroont on lept·r-16 to .~ porout on 
Xoll4&7, or baok to the 1oYo1 ot 1aet Xaroh. 

low oo~rato ho11u laot welt aaouto4 M 15,800,000 ooa­
a11Uq ot tJ.,6oo,ooo at 10..7oar --.1/2 peroont OOII'fert1b1o 4o­
benturu ot !lllroa ~•U•• a ~oala, Ino., ottore4 at par, 
and t4,200,000 ot 2-1/2 poroont eq~o~J,J~Mnt tnet oort1t1oatu 
ot the Oho~~&Pealto a114 Ohio li&Uroa4 eo14 to a a,.n41oa tl at a 

pr1oa ot 100.1,. 

'J'ho pr1YAta plea•••' laot week nQ a II'OI.IP .ot 1anranoo 
ooapan1u ot tw 1anoa total~ tlll-1 6oo,ooo auroo'o4 .., ... 
a14erable attoaUoa. n. low Yoll'k teiaphoao OoapaaJ, wh1oh 

ha4 Plaane4 a Plbl1o otfor1, ailed Ootobar 20 to Htlul4 eb­

Ugeuoao aawr1• .. ._"- aa4 'o ~ 114•aao•• ~ tbe 
.Aaar1oaa 'h1opJiou aa4 !olOC: , .. Oa 1 D7 leo14o4 •-.· prot"' 

1helt• b7 aa111•- a' pr1n'• aalo. !be 1NU eou1ato4 
ot t75 000,000 of J-3/8 poron' boa4e, pr1oo4 at 99-1/2, 
eq\ll~ant to a peU. ot abo•' 3.110 poro•'· !hla 11 a ooa-
114arabl7 hlCiler 71ol4 thin Usa\ - obta1DllaS 1D tile aall'ko\ 
OD oo.par&b1o h-1, aa4 11141•tea tb&\ the OoapaaJ bel10Yo4 
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S.ori~tar1 llorgentbau - 6 

that it would be d1ttioult to ll&ke a public otter1ng ot ita 
teouritiea at this t1ae. In Yin ot the b1gb credit st&llding 
ot tbe iasuer and ot the probabilitJ that shor t-tera accoaao-
4at1Cn could haYe been secured troa the b&llll:a it deai.ri~d, it 
would al.so appear to indicate that the Oomp&ll)' toolt a bearish new or the longer-term proapecte ot the u.rltet. 

The New Xorlt Power and Light Oo~allJ al.eo sold priYatel:r 
to a group ot insurance companies t66,5112,000 ot 3-3/~ percent 
bonds due in 19~ at a price ot approxiaatelJ lo4, to Jield 
J, 50 percent. Thia eal.e occurred ae a Haul t ot the failure 
ot &II exchange otter to the holdera ot bonde oal.led tor re­
demption NoYember 1. 

PriYate eal.ee ot bonds to date tb1a year haYe Haohed a 
new all- time b1gb, both in &IIOUDt and in peroent ot total.. 
'!'bey acoounted tor al.aoet hal.t ot oorporau bond ti.nanoing in 
1939, ae compaNd with one-third in 19311, the pNYioue al.l­
Uae b1gb. 

IV. State and WUn1oipal Bonde 

Chart VI oolliparea dailJ the Jillds or two long-tara IIUJU­
oipal bond• -- New Xork OitJ 3'• ot 1979 and New Xorlt State 
31e or 1971 -- with the Treaourr 2-3/4•a or 1960-65. In gen­
eral, theee bonde appear to haYe autteHd increased rieldo to 
about the ea .. extent ae haYe Treaeurr bonda. We are informed, 
however, that the mun1oipal. market 18 verr eluggieh and quota­
tiona are largelJ nominal . 

TheN haa been aoae HVival. ot new wn1oipsl oecuritJ 
tinano1ng, the awarda during the paat week amounting to $5. 3 
ailliona. While tb1a ia a oaal.l weelt bJ ord1narr atandarda, 
1t dou Hpreaent a considerable improve,..nt over Hcent weeka. 

V. r oreign llarke ta 

British and JHnoh Government aeouritiea showed practi­
OallJ no change during the put week. The quotation on British 
2-1/2 percent cons ole reaained at 62 all week, but since tb1a 
1a approxiaatelJ the a1n1 ... price aet b7 the London Stock Ex­
change, the quotation hae little a ean1ng, rrenoh 3 percent 
rentee cloaed at 67.70 to :rield ~-~3 percent on Konda)', aa cos­
pared with a price ot 67.~5 laet llonda)' . 

The regular weekl:r otter1ng ot Br1 t1ah 'I'Haeurr bUll 
sold Frida)' at an average rate ot 3.31 percent, the beat rate 
aince the beginning ot the war. Note o1rou1at1on in both 
~gland and rranoe hae receded elightl:r troa the peak• estab­
liahed in the laat preceding waaklJ reporta. 
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IIJD 

Soor otury of State, 

Wo.shington . 

PLAIN 

LONDON 

D~ted September 26, 19~9. 

Reo ' d• 12:55 p . m. 

1829, September 26, 6 p. m. 

P~ TREASURY P ROM BUTTBRo.ORTH. 

One. A Bri t ish Trecsury announcement to~y ex tends 

fro~ September 26 to October 9 the peri od during which 

roturns must be mnde or overso3s aocuritlc s which are 

requ ired to be regi stered. 

204 

In roply to my inquiry whether t he ~xompt1on to be 

gr~nted to Ame ricAns r es ident in tho Uni ted Kingdom (as 

outlined in my No . 1683, Sept ember 16, 2 p. m. , )in r espect 

or socur i t i cs means tha t they are ~lao oxemptsd rrom 

having to surrender the dollc rs obtoinad o.a interost on 

their securities , the British Troo.sury r~pl1ed in writing: 

" The answer is :1ff1l'ID!lt1 ve, thougb I gather tliat the pre­

c leo mochi nery to be adopted hes not been ful ly worked out . • 

Two. Ruc inski , the Polish Pinonci nl Counselor, states 

that thoro was very little Polish gold oor morkod abr oad 

when the wor bogan. He se.id thet the Polish military 

author i ti~s never envi saged such o. spoedy defeat as ho.d 

ooourrod nnd therefore mnny pr opo.r ot1ona Ylore inadequate, 

thot in the oaae of the gold of tho Polish llational Bank 

he 
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MJD - 2- No, 1829, Sept ember 26, 6 p, • • from LONDON 

ho "bopod i t was sate• but that in tha main it was in a 

contiguous country and until it was removod from tbere it 

was impossible to be sure i t would not f all into the hands 

of Foland's onemios . 

'!hroe. Today 1 s of fie ial fixed exchange r a tos and the 

princi pal changes since September 14 are g1van below: 

Tho dollar remains at 4, 02- 04 and has been unchanged 

s ince Sopt,elllber 14. The Canadian dollar rem:>Jns unchanged 

since Sa~tembor 18 at 4, 43- 47 havi ng depreciated from 

Seplelllbor 14 from 4 0 38- 42. The French franc has remained 

unchanged at 176-7 s ince Septombor 12. Tho Norwegian 

krone is l7. 5Q-70 where i t has remQ1ned s ince September 

20 having appreciated on thot day from 17. 55-75, tho r ate 

fixed on September 14 , ~ho Swedish krone f ixed today at 
... 

16, 70-90 has not changed inoe September 19 when i t re-

turned t o the r ate tixod on September 14 having i n the 

moQntime boon slightly lower at 16.80-17. 00, The Argen­

t i ne poso whi ch deprec i ated from 16. 75- 17. 10 on September 

14 to l7, Q0-17, 60 where it stood from Scptodber 16 to 19 

apprec i ated steadily from September 20 until ~onday when 

i t was 16, 40-17, 00. This rote rooctod slightl y today to 

16. 50- 17, 10. 
Tho depreciation in tho Dutch, Bel gi um and Swiss ex-

205 

changes which occurred yesterdny on roars of possible Ger­

mon intentions to invade oontiguouo neutrnls was checked 

t oday, Tho Dutch guilder ~icb hnd remained at 7, 55-62 

trom September 14 to 19 and bad appreci ated by Sept&mber 23 
to 
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MJD -~- No. 1829, September 261 6 P• m. frQm LONDON 

to 7, 45- 55 w~a fixed on Monday ~t 7, 50-60 nnd nt 7. 47- 57 

tod~y. The Bolgn which hac! rolllll1nod o.t ~.~0-60 from 

September 14 unt11 Soptembor 22 wben 1t went to 2~.~5-65 

bo.d doprec1atod by yeaterdoy September 25 to 2~.50-80 

o.nd woa fixed todoy nt 2~ .50-e.7l> 'lbe Snaa franc wb1ch 

had remained ~t 17. 65-85 from September 14 to September 

19 and at 17. 55-75 until yeetordoy when i t w~a fixed o.t 

17, RC-80 w~s unchanged today , 

KENNEDY 

CSB 

0JV t J J 3R 
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.,. t.bo ~ .,.. r 2 • • •• 

tile lllt.em&Uolwol ~ ot cw..t. ot PDUGea 

tbroacb Cb11t -wu- 1 dle1N t.o ~ ... ~ \0 
u. 2 wa ot tbl lit'- "l"'el .Ye001a\10n or Cl1ate ot I'Ol1a 
end \0 JoiA b1A 1A ,~ 2 

I~ aU ot JOG w \11* o~ JOG 
•• I ' ftr tJ11 '1'W7 t:sz. OCIOpel..UC. JOG J-. c1- U11 -c1¥Snc M OnlT t6 tJa &lc:ret. -..s.. t.\ t6 all. tJ11 la ...:w­
-' ~ ot tJa !»-WI ~. 

_[;{ 

Wl\11 ru&-.t to \bU coos--Uca 1 pt. u.- ._,-\ r.... 
!l.r 1r11r, a.s.t or t.bo ~- Ccit. ot U. no.-11 ot ~ 
endOO' Fll1~ot21 1*7 18~baa 5~ 
lloc1lal>1N&. Depu~ c '"' r 111 a..rco ot U.. W ta CIUt.. 
~ 7ca ~ Cal'\lal<lnor or ~. o-~ Amllrca-, 
Coln!:a~ ot :wootl.oe me: haa A4lal.ral "A' a act., ' - or U. 
Cout. IMrl1, .. ~ Cb11t tu-. 

'ftl1a l'OpOn 16 ~ t.o u. etteo\ U.t. u. ett.l.o,l,eaq oE 
hdlnl 1a t11t1:11 1 ' " ott1ow1 IDd \be nepen 1n llll1.ob \.l>q are 
bCil.d 16 dUll 1n 'fW7 cnet. .. ..we t.o u.. ~ IDd ...u.u ~ 
t i'I'CID to '"" llr ~ poal1De •t.bor1~t bGil Cc-.!lae1onana Ull 
Cb1o!• to ~ - pla1o Ill-.. ott -· 

le hope U.t. • 1119 ~ t.o en,)v' ;,wr atd, 1f1'Z ~ 
D1 lfll' ~ IIIII U 16 tJ(f llDpe D1 deeire that all ot our ac 
rill alloJOS 

2 
• ooucbc.~ "-'*-.1- w t.o • r1t. 1t,, 

.. -.1 wl\11 sU.tt.-\ 181, blat. wr prolllal 1.o - w1t.ll 
.,_.. I t 16 to p....W. o::r o1U... _.,.,.,. 111UW. ...., bbward<IK-• 
IDd to~ \Ilea '""....u a.:alt.A u. orerat.lOIW ot.., ot 
ar1ll1n&l ~. 

'ftll --"": ··"*"" tw-~ ""n&Uocl 10 ~ to u. 1norwrt~ er:.ou...- ot 1WT cotton.. 1 bope >""' _, oot>o 
'-"- to ... PRO- • 
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I ba.,. ,..,....e4 U.. follow!.IIC llltoNaUoa t.llout J'o4eral :a.o......,. 

llaol< dopod hi 

1. !he J'o4eral lleoene ,_ eauot ecoopt dopoei\o ot a...,....,_ 
Mat or a con,....., t1-cial .-la•toa aleea re4(U.ette4 

\o do 10 '07 U.. hcte\al7 of \be !r0UV7 ~. U.. 
J'odoral ....... e , aou,.. la U..lr -1\7 .. fhcal _, 

of U.. Ua1 ted lhtu !rOUV7• tile J'odoral laoo"e llalllt 
bao doDO Wa la U.. put, at lout oace, ta th<l - of 

J'arbr 01.1\er\ ao • .&coat O.Ur&l of .a.p.rattou. • 

2. !'be J'o4eral lae'"e Baal< caa aooopt dopoot h 1a opeolal 
a<:<>oaato fi'OII tbo llalllt of II&Claod or U.. Jaak of J'raoce 
11114or taot....,Uoao ,,.... thou -. \o boacr drath .,._ 

- co•tordpod ta _..._ .. '01.\h U..ir.,., iaet,..,Uou. 

!'bia •ethod to aow boliiC follo- 1• tho oaoo of tho JriUob 
ao4 J'rcob plaao pvobao" la W o ooaatrr• 

M l nwaalha U..oe twa ou-uoao tt •-• \o • \bot oa\J .. t (1) 

weald aoooooplloh tbo pvpooe 7011 boYo 1a .ta4 boUor thea (2) , for tho 

ol""'lo •-• tbat tbe J'odoral !leu"' JADI<, o.cUIIC ao '""' tlocal -'· 

001114 w1. tb proprle\7 ct ye \o tho leorotarr of tho frOUV7 -nob lato..-

Uoa a-....t U..oo tnaaocttoae ao be - w!.ob \o o\tata, -... -· 

tbe ooooad plao, I • aot oertato tbat tbo J'o4eral lleoono llalllt woa14 bo 

at llbor\7 \o ct,.. nell tato..atloe 't'ltbout tbo coaooat of tho dopod\or, 
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I'IIOMI Aael'1ou lrabuay, Berlin, 0el'IIA!I1 
~ n-

DATil September 26, 19~9, 10 a .m. 

110. 1 1429 

Illforaat1on baa o011a to ua that OermaDT 1e nov nego­

t1at1.ng with aeveral oountr1ea ot Europe, and rtll eoon 

begin negot1at1one with others, with the purpou ot either 

1noreaeing ite laporte trom thea or to change the obaraotar 

ot tha preaent trade to aeet CleraaDT'• epaoitio vart1Aa 

neada. So tar ae we could learn, the Clel"'llana have retrained 

from any ind1oat1ona ot military threat even though adopting 

an inehtant tone in t .be negotiationa, nor be·n they 

tried to toroa then goYerruaenta to eupp~ the goode on 

credit. Varioua oountr1aa ha••· bowe•er, in atteot granted 

clear1n.g ored1 ta to 0el'II&D1, under clearing arrangement• 

with that country, in view ot the tact that they haYe allowed 

their uporta to axoatd the exporte ot OeNaDT to t hea -

thereby they accumulate in OermaDT tunde wb1oh are blocked. 

It ie underetood that in Auguat about 40,000,000 tlor1na 

waa the amount ot the Dutch olaariq ored1 t. 

An autbor1tat1n aouroa haa told ua that tb1a weak 

a German repreeantat1•• will lea•• tor YugoalaY1a to negotiate 

tor larger euppliaa ot oraa and matala troa that country. 

Speo1t1o aant1on vu uda ot copper and lead, but 1 t 1a 
larger auppllu ot . 1 

eupptud tbat/obrO•• and antiaOIIT will &leo be to Oeraanr • 

1nterut. 
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interut. 'ftl1a •- ao\U'Oa into~4 ua that O.rsaJ11 bact 

been oftere4 praoUoaJ.l7 the entire YU«<alaY aurplua of l1Ya 

bog a and porlt pro4uota, but that th1a opportun1 tr wae be1J18 

eaorifioad to Geraanr'• greater nee4 for aatala for her 

m1litarr purpoaea, deapita her great nee4 for tate. 

It wae 1earne4 troa the aaae aouroe that the econoa1c 

author1t1ea ot the Reich do not anticipate that laporte 

troa the U.8.8.R. for the ne.xt :rear will b e 1n exceu of 1M the 

200,000,000 aarka oontaaplated in the agreeaent e1gned laat 

ewamar, deap1te the rw10r and Geraan preu propooganda that 

there will be greatlr 1ncreaaed euppliee troa Ruaaia. 

According to tb1e iaforaant, Ruaeia bad agree4 to malta the 

bullt or total output ot the Galioian c11 tielda aYailable 

to Geraanr - whioh oil fialda, oontrar:r to preYioua aea1-

of1'1oial anuranoea of tha1t: aoqu1e1 t1on to the RUob ban 

under the deaarcat1on agree .. nt now apparentl:r been oooupied 

b7 Ruuia; howeYer, our infol'IUllt atated that be bad not ret 

reoeiYad det1n1ta oontiraat1on of the f oregoing. 

Reports that the Reich bad euoouatullr negotiated tor 

inoreuad dal1Ter1ea of oil troa RuaanJ.a were oontirald b:r 

thia intoraant, but be ada1ttad that tor a considerable t1ae 

t ransportation 41ffioultiea would pre•ent a large 1noreaae 

1n deli nr1u troa Jluaaaia. '1'b1a intoraant denied tba t 

o.raan:r 
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Oerm8117 vaa eer1ou.el;r def1o1ant 1n petroleua produote tor ~ 

mil1 tary opera tiona ehe might undertake 1n the near tuture , 

He pointed out that a oone1derable nuaber ot pri•ate and commer­

cial vehicles are still allowed to operate,, An informed eource 

eet1matee, in thie oonneot1on, that one million metric tone 

ot gaeol1ne and oil were ooneumed 87 the military in the Polieh 

campaign. 

The one aerioue tood deficiency, it vae authoritatively 

s tated, ie the daticianoy 1n tate, particularly 1n •argarin.e 

materiala. Under preaent blockade ccnditicne, the econolll1o 

aut hor1t1ee eav no vay ot eubetant1ally o•erco.ing this 

det1o1ency, Hove•er, 1t vaa believed that it would be possible 

tor Germany to negotiate with the Netherland• and Denmark 

tor increaaed butter and bacon euppliee. It vae even possible 

Germany could ~et the bulk ot Denmark' s export aurplue , 

draWing tro• the production which the Br1tieh Ialee took formerly. 

It 1e a~tted at the Belgian Ellbauy that their country 

1e under preeeure to aadnta1n and inoreau del1•er1ee ot !.ron 

and ateel trom Belgiua. The Oer.an negotlatora vera told by 

the Belg1.an Oo•e~nt that they would not be able to do th1.e 

since the iron ora came largely tro• France, ~ch 'country 

vaa l1•iting the amount ot iron ora exported to Belgium to 

the amounte needed t or Belgian internal orders and tor steel 

ordere tro• rrance. The German negotiator• then declared that 

they 
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ther vollld eqpp1J a..41eh ore, br1DC111& U rta the Balt1o, 

Uel OUial, to Jleaburs, aod thenoe b7 Geraao oaoale or 

r&1ll'Oa48 to Belli•• l'llrthel'IIOre, the Belg1ao Ellbu., 

ea1d, 1n a441t1on to reetr1ot1one on ore euppl1ee bf France, 
and. Belg1ua 

aeTeral eteel vorke 1n Luxeabura/wh1oh are contr olled br 

Frenobaen, were retuelQ& to aoot~Pt or4ere h'oa Geraanr , 

and the Belaiaa OoTernaiDt vae expeneno1q 41ft1ollltr 

beoauee of 1t. In th11 latter connection r't!POrte baTe o~ 

oulated that eepeo1all1 e~~pheUo dnan4e hen been •4• b7 

Geraallf on BeJ.aiu dunns the put week. 

It 11 requeeted thet excerpt• of the torego1q telegraa 

b e aent to the 'l'reaeurr Departaent. 

EN1) KUIIAG& ' 

i.l:,' • \ ' l? 

El:LW 
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PROW 

TREASURY DEPARTMENT 

INTKR OF1'1CI: COMMUNICATION 

Soorotar:r llor .. n\hau 

Ul14er11Cl'OtaJ'T llal>oa 

213 

I b&vt ,!\lot diaoun.A with llr, CoohrAD tho quoot1on a o to ohothor \ha 

PeraiaD U1n1ater lhoul4 c.oae t.o the 1"rw.nr7 l>epartatat 1n repz4 to t he lOAD 

of $15,000, 000 'IIllich hh Ocrr.,._t b&o aalte4 hla to o'b\aiD. 

SlDOt Uloro o,ppou to 'be DO tuD4ll or faolllU11 a·r&Ua 'blo to tbo 

tr ... IVJ u .. l.f for con-t ill& \ha loaD. U h roco-D4.A thot llr. Coohr&D 

he per11lUM \o ._-to \ho Dopar-nt of State, threu# llr. Id.nao;r, 

thllt tho Poral&D 111D1otor 'be referre4 dir.atl:r to tho S-rt-lllport :e.ak. 

1" . w.-+t-. 
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TREASURY DEPARTMENT 214 
INTER O"'CE COMMUNICATION 

TO 

Ia 1h ~1- 102, a-.. loT-er 211, 1936, to the •ou.ez.~ -. 

t.ho J'odorel J.to..,o :lull: of • .., Torll: ti'Otod the rel-• of tho horo\ea7 of 

t.ho !rOUIIJ'7 of tho pr o 1 'I "'C eYD1ac 1a .._.. to tho .au Uoa of klciaa, 

tho Jlethor1...U 11114 lhr1bll'laa4 to tho !r1part1h ..,eor4. !lb1o oall1ecru, 

ut forth the ,..,.. 11poa v!Uoh the J'odorel J.toeno - of • .., J'ol'll:, M :rhcel 

.~«eat of the UaUo4 ft&too, ~d ,.,n: with the • • therl .U. - N _, of 

t.ho Dlltoh ltohU1aaUoa Ju4. !lbo pertiaollt par*CI"'Pha of thio coh1ecr .. , 1a 

oo tor N the ~ of co14 1a the ••thor1&1lda 1.1 COIICoru4., ..,. r.,. 

J'ro<luced hertwi th 1 

11, •other1&1lda :lull: 1o prepare& t o ccll01llt with 111 u fhcel 

.,..,., of the Ua1- I"*"• troa u ... to UM, u to the 

......,.,. of aouare to 'H JIQJ'Chuod or ool4 ill Jaohr4M u4 

the ..outo of p114oro to 'bo pucbUo4 or oold 1a • .., Ton:, 

u well u to the rotoo a t ,..1oh plll'chaoee or oeloo of the 

............,leo ill quoUoa rill 'be -a.. 

2. 011 tho 'buh of ....,1p1'101tf 1a .... - will> tho otat-h 

of JCr, Moreen- of October 12 oa4 ••T-ar 23 arq clolloro 

th:v.a ..,~tor the OICC01IIIt of the Dll\oh :bc""'P 

llqul.1aaUoa JU4 rill _.. 7f1V .._eo\ 'H oo-- ~ u 
uta col4 at the rota of t35 per -e tiM plu 1/\ of 1~ 
haii411"1C -.. - _, p114oro \lo!.o ~for \he 
....,_, of :rea-l J.toorTI :lull: of • .., ToJtt N fhoal _, 

of the u.itel 1\oho rill •poa ov Hq~&eo\ 'be COIITOr\14 ~ 
7""' iato &014 oa the 'bulo of •» per - tiM boo 1/\ of 

1~ ~111c ohlori'Oo 
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3• !be sol4 tiDlo 0Cqi1Ue4 Y1.U be ~ t or .ac01Ult of u.. 
ovur 1A \l>o """"U7 of \he oU..r put;r 0114 vUl at '"­
roquoot of "'- ovnG' bo ollippe4 \o \l>o o"""U7 of u..-
bJ tao\ uallal>lo at._ of hio c01UltrJ, u.. coo\ of olli-t 
1DC1\1dl.Dc ialuruco, Ml\l.Dc charco• 0114 uq lou 1A voipt 
throi!Ch aal\l.Dc alV810 \o bo borne 111 U.. Dv.\oh Jxchnp 
lql1&1 ba\101l Jun&. 

4. llothorlan4a ll&llk 0114 l'o4aral. lleoor'YO liAIIIt of lov York will 
e4'f1o& each other 4eUr of uq tr..,oooUou ao a ruu.U of 'tlhich 
sol4 b to bo e&rMrke4 or roloaood un4ar thh arr-et. 

5. I\ 1o un4aro\ood 0114 acrood t hat \1>1& arr--•t ..:, be rO'fDkod 
or alhro4 liT oithar put;r at 24 houro DOtico without preJudice 
of oova• to put triUlaectiona. 1 

eatl:orhod tho l'o4aral lleoOl"fo ll&llk ot lev Yorlt to oeod \o the lothorl.aDdo 

Book, .l.aotor4aa, tho tollovl.Dc cal>locraa: 

•socrot and cont1d&Dt1al tor Do Jooc. lletorr1AC 
t elephone conYeraa~iou it remaina of caurtl \he 
4ao1ro ot \l>o SoeroU1'7 of the 'l'roo....,. \o oooporato 
vlth rou to the tulloot oxtODt pooolblo. !l!hcratoro 
agaioot tho oext $25,000,000 wh1oh rou aar ho'fo to 
ooll 1D oupport of :vour curreDOT it will bo 1D or4ar 
tor rou to oarmar1t sol4 1D .l.aoter4aa un4ar \l>o ar­
r--nt oot tor\!> 1D our 162 S!'OP You ~~at 
hovnor undG'otand t hat it 1o ""' \l>o 'l'roaourr' o 
1Dhnt1on to loa'fO U.. 81114 1D Jbropo but t o ha'fO U 
oh.1ppe4 horo upon t heir roquoot at rour u:ponoo S!OP 
llepr<Uoc loor4aa ve ha'fe 110t bee alllo \o pt uq 
aoro I.I:JnlraDco at 17 canto 8!0P l'or 10U1' intoraeUon 
war rial< retoo on gol4 olli~to froa challDol porto 
vora 1Dcroaoe4 \odor to 25; per $100 but ...at TOrT 
l1a1te4 8!0P llarillO r i al< raho r-iDOd ucb"Dpd 

at 4 1/2/.0 

S1Dco th1o .. thorhaUOil """ craotad, thoro hal boOD onlJ ono 

215 

operation theroun4ar, ,...,alT, on Sept-or 28, l9}S, 1D \l>o - of $69<>,000, 

thuo lea'fiD& outohn"DC Ull4ar tbio or4ar a balance of $21!,}10,000. 

-
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1M ........ - ...u .............. .-a ponl\ .u. - " 

coo\ of ohippiae, illola41ac an-, bee au.p. to .._..1M .. , \e 'bOl'M 

'117 ~· llol\ob. IM11111oaUoa Jlulll. liaoo _. r1olt u.- lo, llo-, .. , 

o:pp11oal>lo -~ "' 10o4e oa 'bolri. a ... 111, 1011a\ .-lt ov pooUloa 'be 1f 

lie- ol~G~lld. 1.an4e U.. ••~rlul.a at a \illo U..t IOld. 11ao 'booa -

at tho Jul< of U.. lo~orl ..... far u, Ulll oobo ~~ IOld. 'before u -.ld. \e 

placed. oa 'board. ohlpt 

\ 4ooo aot f1z eq lJaU ao \o ~ _.., of 

colt ~ \U llollola .-..uiMUoa Ju4 _, -'< tor ao, ar ..-ua .., 

'* lialh, tile .acr-• -· pronto, --. -· - ·-~ -
1a \o oouoalt wUII - h4enl laeL•o -· bee tiM to tlloe,ao \o \U 

uouto of dollaro to 'be piZ'IIllaald. 00' oold. 1a .Autor._ lad. ~~ -•• of 

"'Utoro to 'Ill pv.rolr.aood. or oold. 1a lw Torlo:, ao ..U ao \o \llo ratio at 

obicll porollaooo or ooloo of ~ .,....._1 .. 1a ..,..otloa wUl 'be ..... 

rv~....ro, 1a a oouoroatloa ~ til.,..._ oa lept.-w 7, 19)8 

betv ... Mr. boD ot \M l'oMral laaorn - of lw Torll: Ulll Mr. Do Joac 

ot \llo lo~orl_.. leU., Mr. boD _.. - pola\ that " protorrot "' 

d.iaaoo wwtiae oporalloao oa \U .a-ton- -.rlo:ot Ntoro ra~or -

atter tho!F are _.., 

I!Jooo ~ lr1parU\o .&cr-•t Uollt to• aot l lalt \llo - "'• U 

-r aot \e &M~l•" ~ nUitl>\ t11a t25,000,000 ••- t wb1oll 

11 aot a ....,__, (\U -• nt 1\oolf proYlA.lal \U .-1-t) loot a 

Yolu...,. llal\&Uoa, -' .... , 1a taot, }Ill\ a 'loroltl oa poooUlo operotloao 

to t11o en-t ot t25,ooo.ooo. '11\lloat ~ •• u.. Jt.\111 ~· tool u..t u..ro 

h .. llalt. u ... .....,.. ww, .-1 - t25,000,000 -·- '· 
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u.q ~- J.atapn\ \b.le \o 1 .... - a floM flel&. or \hq ~­

c ... tlftl>~ 4eolu \loa\ w •• .a4lac \loa !rl,-rU\o Aero 0;. 

ou ...,.ouoa ll, t.llantore, - ~ Jo4ual leo- Juk of - York 

bo J.aotzv.oto4 \o oo-..J.aato 'Ill t.11 \be lot.llorla4e loalt - l.afoft \ho 

lattor 4.ofl.a1h~ \loa\, !.a Tl.w of proooa\ worl4 oOD41tloaa, 1\ lo ooooa\lel 

\hot tbero bo prior oonoal \&Uoa lie- t.11o tw -· 'lief oro &al4 1o ...,_ 

011!<14 oa \ho ,-rt of olt.llor :laak for t.llo 'llaaetU of tile ot.llor :pRV • 

.1.a olt...,..un -•Uoa 1o - t.11o Jod.orel leoono 1oa1t ro-1JI4 t.11o 

Jo\herload.o loalt t.llot t.lllo ""'"'~ at.llorlaatl.aa bee 110\ 11- 1l\Uloo4 

ror oao J'Mr• 1a Tl.w of t.llla f10\ 11114 ooaolUriac :PH••' wrll. 

c!.rCDa\-oo, ....Ul t.llq obJoo\ \o ov rooelllJOC t.lllo orllr, wlt.ll \be 

4afl.al\o uad.oorotaad.lJII \loa\ U t.llo lot.llorlad.o - - d.ollan t.llq 

oholll4 c.-aioato prooop~ w!.t.ll t.llo Jod.orel leoono loalt of low Torll:, 

tJI4 pr1or to tall:iac uti eo\ioA. 

211 
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............ 
F'EDirAAt... RUf:Jtvlt llA.NK 

04" NCW YOR.te , 
I,?Ff'ICE CORRESPON DENCE 

DA~C ---- •• ltao 
Suo..occ.n 1-..-1 OOIYIIUIJOI lift coan-~ 

._.IIIII •OI"IIIIala --~ 

., • .. lii!P ..u .... 1110 Ulh .... 1111. •m.a 
reltued dlut., \be lan •• •'*• or • • uu1i "" t10,ooo,ooo 

or thetr cw14 la ... ron, •• ...... woa4en., nn .. -u Ul1all 

U' tht~J •*• •• ao• \o -• -• ae14 ta 1 .. .lal\.._. •• 

a110 ••Uoaecl \ha\ au ot \be 1014 *f.lll '-• lle4 ......,.., t~~r 

111 Oft loP•lfor t lu4 •• .......... Ion. 1 •* .. b1a ,.., 

·-' u laM 1.a .sa• •• lla npU ...... , t10,ooo,ooo •• ,.,. .. 

U..t llh 4oUu lel .. M4tiF • JPNd.aa\ed ee,OOO,OOOJ t!Mr ~4 
a t once 

oot, or -reo, M•aJtt \be M1 _, ot t10,0001000/ 1111\ 4o -.-

ara4De11)'1 •-1'41., \o tb.Sr •"'•• u .n• aol4 4oUere. t \ol4 

bla thlt aa\DnllJo panUullrl)' UD411' pr .. I111DI coo41t1oee0 I 

-14 h l'la \o 4bwu lbil aeUar lll\11 1raiiti1DI\oD u 4 t hat t wwl4 

hhpbolle or oalfle oar replJ lfatora tbe 4•7 •u onr. 

I l.aQidrecl bow Udal• laolt .. to aaropa at pnaet •• 

• • Joeall tt~ ... ll, aot • •IIF "ric"' nt s ' • ., ..u -· "' au 

rtabt , ... 

4o l ... ll _,eel \o laiO• 'llhathor " .ul4 ooyar •n 

tolllno" tor Ilia • tbe a.orta ao4 sa14 *'' " ta4 4one • tar 

waa al\olo&h" Mliafae\01'7• I ropU .. \llct WI '"" IIQml .. 

-14 1.11-" \bo -• •• .-14 1• Ilia laiOW limn tile •• 
!I ol •••-• ...... ~ 1 •*• 11.1.a ......... .,. •• w .... t• .. m.s._, --

u "' ePle..,.. wer "* l.a~~ar.H, •• •• mue, ... ... 
OGl7 ,._ •• • .... ,eJ. ............. _. --· ... - 1•4. 

4e'-P.,..U ..... IIe ........... ........ 
~. ... 
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l'rDC'U.L LIIIES&ftVI£ BANK 
CW HEW YOftJ( 

-~~•r·~ CORRESPONDENCE 

OOllnOiftUL nua 

L. w, ltDoke 

l'r(e) 

1.6111t Q1JQL41D. 

I called llr, Boltoa but 1n hie ablence apoke to llr, Rawlcer 

at 11 o 1 clocll: a,a , thin& • were a 11\Ue le• bec\io 1n London, 

HaW.cer aald, ror \be laa\ two or \bree dq e \beJ bad lost aore 

exchange thll'l th.,. bad catae4 but \bere were a crMt '"":"J' dollara 

nodni tn , I e~la1ne4 that I waa 1n aearch or intonoetion oa a 

nu.::be r or pointl which were puzaJ.tnc our aar!ca\t 

(1) ••• it cornet (aa liO: e , eople ware dolnc 

bare) to t alk or pen=tt ted and ap;>roYed taports. tr eo, 
A. 

mat ••• t h e dltfarenoef 1 t here ••• no dltterenoe, t he 

situation wae t b1at 

(a) a certain olaas or it~~porh wu 

t r ee and requ.i red no Uoc .. a\ .U. 

(b) another s roup ot ieporta 414 

re<~uire l1CI«<aea, and 

(c) a th1 rd 1 roup or lllport a ( lomr:r 

article•) was prob1b1tedo 

A.a rc&rda ( a) no li st ot tHe u porta bad b­

,ublhbt d 81 :ret but the 1ntoraat1on was aYallabh oa <>pplioa­

tton t o the Botll'd ot trade. o .. arall:r ~·.Jdnc toodatutta, 

eucti a1 r aw aaterlale m d aat t rlala tor .ani tiona were 

f rM, al\hoUCb bere qaln it Wilt be bema in alnd \bat a 

cood tUllY ot aueh !•porte were a coni'DIIent aonopol:r and 

conaequctl;r bad \ O be referred to I OYeraa!lllt depart.ch 

t or tpec1al appi'OYal we tbou&b \bt a erchm41aa obipped 
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nOCJitAL IIIIHftVC eAH1C 

Q# HEW YOIIUC 220 
~.or:1r.!'O CORRESPONDENCE 

D•~·· 
TD- QllnOI!!fljl, n.J.II ---­

Lo Wo boll:o '--=- • 
aS.ht bo Oil ~0 bee 11.-. Onto -· to be 0110 or tb• 

m4 requona to apon •n bo roterre4 t.o tho 11o1n17 ot 

hoeS. Ba*or had DO\ laeal'll ot wq Jl'aill 11111• hn1DI boe 

aooopt.e4 by tho !1'1t1m -tnl ap to doh blat. t hora na 

no roa_, b o \hollabt, - th07 oould oot lla aocapto4. ID 

a ••oral wq llb.at be bad told ao laat wolk n1U bald aoo«, 
n•el7• that u aol'1c• aponor mo had tho lrtttm 

lcportor'l uaui'Mlooa td.~or \hot ha bald a UoeH tor tho 

laJOrt ot aorobas41oo 1D qaon1oe or that. tho • oreb•41ao 

wu 011 tbo -..u.s bee u.-, oould llo auro or ••t1DJ 

dolla1'8 at 6.01. 

(I) Bow ollollt DOnbedlao ..,1dl bad arrtnd 1D 

~land botoro Sopt•bor 1, blat p.,.._t 1D notl1nl wao 

a ado to t ho aol'1oa aponor oal7 ann Sopt.•b•r It 

.l: Bo could dot1D1tol7 1ft ciDUt.l'• at 6.01 oe appUeatiCIDJ 

thh na a p~WU' ooatraot. aad wq p~et.l' ooatraot. 

ecllld bo UC!IIidat.e4 at 6.01 without C7 dltt1CIIIIl'J' at aU. 

(I) Pooplo '"-•~ opoko or blo01re4 aterl1DJ 

baluoooo lbot. ••• tb•U #~~oro ••• DO aueb th1DI at aU, 

B&'llkOI' rop11od. lD th1a roopoot t.bo a1tuat1a •• u 

tol1o••• 

( a) .l -raat4et 001114 tnaator bla 

••U.C baluHa to ..otbor naaruldmt. wlU...t 
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nDCRAL. MKRV~ aANK 
Of' HEW YOIItK 

~~cor!' CORRESPONDENCE 

COlD-tAL mw 

, __ .:.r.,._._::,• '**• • 
()) A -Ndde' ~• ,.._., .. ld.a 

nerlilll w ... , h a Hdde' wUbout Ill¥ tor­

aalltJ' pl0914e4 Ule laUar "' w111111c u ... .,. 

Ulll nerlilll (ill pno\loe 1t h ratbv of u•ue 

ODDIICIU- llooaae 1\ 11011lcl Pl'llll~ i!nltlYO a 

-reddat •• IDe! a reddet nponv e el tlla 

la"er woQlcl pi"'ll~ •* tor p.,aet 1a toreS.ca 

aabiiiCe nUlar tha ill -.rlilll al~ll, aa 

Ba*er po1Jito4 Cllllt, t h BrUhl\ oaetrol 1101114, 

of ooarM, •-I'll• Ula redcle\ aponer \o 

illdn ae toiNlp aab•ce. lie acldect, bowwv, 

that thore waa ao obU,dloa on \he r el1d1Dt \ o 

rehH ,.,..t 1JI sUrlllll) • 

za lloU. .... , the ater11111 .-lei lie 

10ld •• oarrd n••• (aot, of -rao, at the 

ott1o1al n••). 
(o) Pr.-war llaliDHO belGIICiaC t o V.I. 

uUaeal• ORlcl bo U.-141\14 a\ 4.01 oa -cl1tloaa 

preft .... aplld.aed • ld.D. 

!lid lleilll _.., dnaU• •• lloarial ta a!Jit *'' 
lla 1114 u14 .. 8lloft p.U"ed or prollillf.\ .. f.QOna, than 

"'' • - ill tbo pt.are tor 'llll•o4 norl-1111 llal•­

Aa .,....., UtlllU.lae ot o.e. ,..._..., norlllll W• "'• 

221 
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P"EEC.IItAL lltEKft'VC aANK 
CW NI:W YORK 

o,c:-l'lCt:. CORRESPONDENCE 

M IDQWIIAL 
To--

, _ __..._~·· r.ok•·-----
' 

aa*er N14, • IOCMl deal. of tb• waa co1111 tbrollcb uw. 

(6) 11bn waa tba -'•'•• ot a11Yel' lapona 
At 

Jut •• ., I tiUYOJ' ... 1A • n uma\1111 poa1t1oo ., tbo 

aoac\ • d the llbolo aattor waa oow bo101 -&1401"04. 

At the pnec' Uao tho -nllldc' ~Dipper oould a.U 

tba llllYOJ' 1A tho aaJ'Itw, w uld IW a\01'11111 tor 1t md . . 
a.U tbe atorUq pn...U at aun.t "'" (DO\ oft1c1al 

ratoa). People llbo _,od \o badle a11Yer, bowwor, 

llllollld be oant\al hat the 1apon be pftb1b1to6 -e dq • 

• 
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• 'lnshin:;ton. 

GRAY 

Paris 

DatEd Scpte~btr 26, 1939 

Rto 
1 
d 5 :45 p , ln, 

:neo, Septtmbtr 26, 5 P•"' • (SE::TIOll O''E) , 

POR TJ!£ TR.;:ASURY. 

ThErE were no changes in the offi cial foreign 

Lxchangt racts today ar~ aut horizat ion to purchase 

foreign currencies cont inued to be handlE~ ~ith incrEas ing 

denpotoh parti cularly as rEeords forei gntrn . 

The occuriti es narket wo' again onlln but fairly 

well supporteCl. with a tEndency to\lord disorim1nnt1on 

between inrt1vi dual i ssuts and industries , their 

gEographical situation, et cetera. REntts wert f irm 

•nd 1ncrca std their gains or yesterday, the 1ssuts 7-!th 

exchange guarant y gaining 2 fr~ncs 30 ccntines and 

1 franc respectively for the 1925 en\ 1937 issue• • 

(END SECTIO:! OliE) , 

lULLITT 

PEG ti<LP 
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Regraded Unclassified



SEcrEtary of Stat<, 

I aoh1ngton , 

ORAY 

PARIS 

224 

Da~Ed SeptembEr 26, 1939 

REo ' d 5:35 p. m. 

21e0, Stptttlbtr 26, 5 p. m. (SEC'i'IOll TWO) 

.. ~at ~y bt call<d t he firot phaSE of FrancE's 

mobtl'zation and entry into the ~ar hn3 now bre~ te~atrd, 

It was acco:nol t~htd "Jith reur:cat.lt "l'rchion and smooth­

nus and a mlnii!I\UII of unnrcrosat•y d1orupt1on of thr 

oount ry• o tcono~:~ic lifE , ~~r srcond phaor is now bt­

ginntng: i t in·:olves thE stasgtring tnolc of reorganizing 

the countr:r ' s civil industry e.nd .rrndjuoting its agri­

culture to t he dislooation of war , l'l'.r rr nrc tltr mrchan~~al 

pro:.lti'"O f or ExamplE of the collrctiOII ot drath, t~£ pay­

ment for mllitary rtqcis1ti ono , thr . r r!u ilding of adnin1-

strat1vt an<. r nginttrln.g statts to ••7 c,cltlng of skilled 

labor, to fill the bug< gap mndc by oobilizatlon. 

Apparently realizing thr 1nportancr of thr augor bert crop 

nrrangrmrnts were mad£ to relEas e temporarily from thr 

mil itary forces sufficiEnt field labor to gEt in the 

crop and s ufficient eara and trucks for military requisit1on 

to talc£ 1t to thr factory. The £ff1o1Ency with which 
t his 
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- 2- 112180, ScptE:mbEr 26, 5 p .m. , from Paris, 

this was handlEd, bowEvEr, is morE in the naturE of an 

example , Tht wholesale evacuation of populations from 

dangtr zones and the ensuing complications of lodging, 

hygiEnE, etc, has bttn apparently leas thoroughly thought 

out. 

BULL I'M' 
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Dated Stpttmbtr 26, 1939 

Rctc ' d 5 :30p. m. 

Secretary of Stat<, 

··, aahinston . 

2180 , September 2 6 , 5 P•"'• (SECTIOI' TJU\EE) . 

The prestnt t endEncy or trad t and eommtree to insist 

upon 1med1att cash pnyv>Ent i s UknUe caus i n& onxiety. 

Tht llin1otry of Conm1trCE pubUohEd a co..,un1qut today 

inviting attEn tion to tht libEral credit facilitiES which 

the !lanlc of ? re.ne t i s pr tpartd to ~;rant; the lattEr has 

dteidtd to ~1scount draf ts drawn on dtbtoro call £, to thE 

colors wh1oh art r<imbur std 1:ly benito , Ino.ustr1al ond 

buo1ntso concerns havinG direct accounts vith the 3ank of 

?ranee •.aY leavt with the lattEr drafts drarn on mob1l1r.ed 

soldiers 1 · such c oncerns art not in c poutl.on to rcL-wur•e 

such dr:>tta . ThE Bank of ~··e.nct 1• dso I"' :nard to ,rr,.nt 

nr• c r edits e1thtr throll{;h rediscount oo"rnt1ons or directly 

" he1•e auppU ts of ra" ""'teria l c.re eoncerne' or where 

neecsso.rv to t i c\E ovEr tonuorcr y ·' itrioult iU• 

(Ell'l 0? ''ESSA~E) . 

UJ~ I J: I ] H 
BULLIT'l' 
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Septeftber 28, 1~9 

"¥ dear Nr. Prea14entl 

! he Cb1.11eee ...,._aador called o n .. today 
and info~ ae that he had Junt l earned , thie 
aorn1"8, that t he 0oftrnoant or Frenoh Indo-Chlna 
bad annouaoed t hat from now on DO -1Uone , 80tor 
O&J"e or gaeollne belangtng t o the Chinen Gowern­
.. n t ooul d paee t hrough t helr t erritory. 

1 han oalled uP Allbauador Bulln t and. 
g1 Yen h1• this 1nfonu.t1on an<l a eked h 1a to trr 
to got an explaftat1on. ~ro:1 t ,,. l'rencf. Govern;,en t •- ­

ndde~ 1n H::,Jr' & hend~:-ltln•·· 
'1'be Ch1neee Allb&eeador h.o.e &leo .,.ppl"OAGhed 

ae on an addl U on&l loan tra. the Export-I,.port 
Bank aaa.1nat t he e&le or tln 1n t h1a oountey. I 
would appreo1e te 70ur adv1e1 ng ae how f~ JOU w1eh 
ae to go nth t ille negotiation. 

!be P,..e1deat , 

'1'be WhU e Houee. 

Youre a1noeNlJI , 

( :3f;<l ) Henry ::orrenthnu , Jr . 

Confide ntia l (l'!rl tten 1n H.: ,Jr ' a l\ent1T'r1 tin. ) 

Zl 
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IIJ 4enr J.tr. Preal&tnta 

1'he Cb1neH Anlbaaandor OAlled on 1111 t~ 
M d l nt on:IMS ae t hat he hM Junt lo~ed, tb1a 
aorn1ng, that t he ao....moent ot "'-nob Indo-~ 
hAd llllnounoed t hat !'1"01!1 no• on no -1tlona, ~ 
oaru or cuol1ne belong1nr; t o t he Cb1nue Oown,.. 
•nt oould po.aa throu!lb their tarritol'1• 

1 b<Lft called up "-bb\uodor Bullitt And 
c i•en h1a th1a intortlllt~on n nd aaked h1a to tl'1 
t o set nn explAnati on. l"floom t he f'renoh Oonmment ·­

added in KM ,Jr'o handwriting. 
The Cb1ne.. AtlbaaiWidar hr\o alao IIJ)prcaoheiS 

1110 on an aM1t1onal loan trooo the t:~rt-ltlpOrt 
Danlt ogiLinat t he eale ot t1n 1n t ;l1a oount1'7. 1 
woul d o.ppreo1o te yOIU' a4vhlJ16 Cit IJOW t ur ;you wlah 
'" to go with t h1e negotiation. 

lCcuro oin•>O'I'Oly , 

(Sgd) Henry llorgenthnu , Jr. 

The Prea14ent , 

'1'be Wb1 t e Houae, 

Oont1dent1al (written in llll ,Jr' • handwrlti~) 
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Ji¥ 4aar Mr. Proeta.n\1 

fbe ChlMM ...... ll&dot" Galled Oft - to&q 
and lnf..-4 • tbat bol bad Juat le--'• \hla -1ne. ~' tbol Ooft-nt of~ lftdo-CIIlaa 
bad aan mud \hat rra...., oa • ..suoea, .tor 
eara or paol1ne belOagsas to tbol ChlMH Ooftrh­
_, ooul.d pua ~\helP tOPPltOI'J• 

l baft G&lled up ...... Mdor lul UU an4 
glYOa b1a thla lat-t\Oft and .. ed h1a to t17 
to set an n plaMUoa. f'hooa t he Prenoh OonPIIMnt•­

addad 1n Hll,.Jr1 1 bandwr1 Ung. 
Tl» ChlneH Allll&au4ar ba.1 &110 e,ppl'OMbed 

• on aa a641 Uonal 1oaa troa tbol lt:xpor\-IIIPOJ'\ 
llanlt agalDat the llalo of Un 1n th11 oountl'7. I 
would e,ppN01ak 7our ad<r1a1ng • bow tu Jt:/111 wtah 
.. to go wlth th1a negoUat1on. 

n. Preol&nt, 

Tl» White Hou ... 

Xoure 11noere1J, 

Regraded Unclassified



onoUP Ml!h'TINO 
September 26 19~9 . 
lOlOO a .m. ' 

present : 

h. t• . Jr : 

ell: 

l'oloy: 

1!. 1!. Jr: 

1/hite 1 

t.tr. !lane a 
llr. llarr1a 
J.lr . Graves 
Llr. Caston 
Llr o Thompson 
JAr . Viner 
Llr. cochran 
t.lr . Riefler 
Hr. ou.rtield 
!Ar. Stewart 
t.lr . P~as 

!Aro r.hite 
l.!r. Ball1e 
Jlao, Bell 
t.:r . Burgess 
Kr. !"ole7 
t.:rs !O.otz 

Row are we on attendance todayt 

Looks pretcy good. 

The clock stopped. 

I run going to have to take it n little eaoy until 
I get well . I have got jaundice, oo you wi l l all 
heve to be a little patient if I am a little un­
reasonable , et cetera. The doctor says it mi gbt 
take three days or thraO woo~•• eo I am going to 
go to the veterinAry to got well. I need a horse 
doc.tor . You wi ll heve to be a little patient wi th 
me until I eet over it . I will t ry not t o be un-

reasonolble . 
Hart-y . I haVe got a r orcal note rro .. Cotto:> on 
·this meetin& tomorrow and I bave asked Ill'· Roble 
to colt!e in to see me to tell ce w at it 10 aboUt 

at 11:00 o'clock. · 

Yea , I was go1ns to read it . It 18 i .n business 
bours and it is taking on the aspects of a eon­
terence instead of a luncheon, which is very dif-

rerent. 
Vlell , I am seeing hilll• I vtould 11~e to have i t 
in writing . I would ateo like to knOW if i t i s 

eomethinS t he President want• • 
The}' a sked ror an answer, end I will j\\8 t postpone 

the answer . 
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R.M. Jra 

\1hite 1 

H,tl . Jr l 

Cochran I 

H, K, Jl'l 

Cochran I 

ll . J< ,Jrl 

P.arria 1 

H. l! . Jra 

Harr1a1 

~'oley l 

H.M,Jra 

Foley1 

Have llra. Klotz let you know wba t happened. 

Cotton approved you on this memoranduc, 

Yea, we spoke about it , 

J\la t ao we are clear on the thing, that other 
memorandum from Bullitt about somebody - what 
was the thing about Bull1ttf 

May I read itt 

Pleaae. 

"PERSONAL FOR SECRE'l'ARY J.!OROE!fl'IIAU1 

"I AU AGADI BEING PRESSED 8\' REY!IAUD FOR ACTION 
IN TBB CASE OF MARCEL ROCHAS . I HAVE BEE!I TOLD 
8\' WAIT THAT THE TREASURY HAS SEVERAL TIKES 
!Q,;COw.n:::NDED THAT TilE ACTION AGAINST ROCllAS BE 
DROPPED, BUT 'l'IIAT TilE llA T'l'!:lR HAS BEEN DELAYED 
8\' THE UNITED STATES A T'l'ORNEY I N liJlW YORK , WOULD 
YOU PREFER THAT I CABLJ:: 'l'O !'RANK l£URPHY DI RECTLY, 
OR DO YOU WANT TO TAKE UP THE CASl:! VIITH Hill YOUR­
SELF? I N ANY EVENT , I SHOULIJ LIJQ; '4'0 BE IN A 
POSITION TO GIVE R£YJIAUD A REPLY AS SOOU AS IT 
IS POSSIBLE. 

BULL ITT" 

llr, Harris acts aa t.hollgh h8 lcnowa about it . 

Tbat moiety buaineas went throuah me yesterday 
about it. 

Who1ethatf 

Payment to an informer. 

John Cahill doesn't want to drop the case. He 
reels tba t he baa to go through with it and the 
only reason for nolle proaa1ng it would be because 
or our friendly relatione wi th Franca. 

What did the fellow doT 

Smuggled dresaea into the United Stataa. 
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H. I!.Jrl 

Harr1u 

r'oley I 

H. Jl.Jr : 

!'oleyl 

llarr1a: 

Foley: 

P.arris 1 

P. , J,! , Jr l 

f'oley: 

f:arria: 

Oaaton: 

R. ll. Jr: 

Gaston : 

l! , !!., Jr: 

Why should it be nolle proeaedf 

He sent them 1n with different women, There was 
a plain case of corruption throughout, 

I think i7ait teals that he cooperated with tho 
United States authorities in running down the 
other participants in the crime and unless we 
nolle pross it or ahow sorno leniency, 1t would be 
very d.1ft1eult 1n the future to got any kind or 
cooperation. 

Unless we do nolle proas itT 

Yea. 

It is a very flagrant eaae. 

John cahill doe an' t want to do it and I don 1 t want 
to put it on a personal baaie with John and I 
initialed the letter yesterday that went to Harris . 

It isn't like a ease ot misunderstanding. It ia 
just a deliberate fraud and thoy laid their plans 
well 1n advance . 

Well , will Mr. Harrls and ltr . Foley give me - pre­
pare an answer for me to aend to Bullittf 

Yes . 

You might hold that up 1C it eomoa to you. 

Yea . 

Aro you 1n on it toot 

You referred it to me aome months ago and I wasn't 
able to get anywhere w1 th it. It donn' t appear 
probable to us tbat tia.rcel Rochae wasn't guilty. 

thi and I think Juot - wba t should 
~r:~;r~ ~eprot~t all entrances to the ~:asury 
betore we accept it, why n~tishowl~tli~e an answer 
Attomoy General? At leas wou 
to go o~t tonight to Bullitt. 
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!I. M.Jrl 

Harriu 

H, L:, Jrt 

Hanes: 

H.N, Jr: 

Gaston 1 

Duffield I 

H, t.!, Jr.t 

Duf f iolda 

Poley 1 

Cochran a 

H, k, Jra 

I will get up something and clear it 
Gaston and Harris , through 

(Diacuaaion off the record). 

Between you, I will get aomsth1ng tonight ? 

We will get something tonight, 

Bullitt's threat to take it up with the Attorney 
General just gives oe a laugh. 

I bave nothing. 

Herbert! 

I ba ve nothing. 

Tha t reporter from the Hew York He rald Tribune 
who wanted to come in and see yau a t 10 130 says 
it ia not essential to aeo you. He aeema to 
have been a a t1sfied with these other in terviewa 
around here and wants to be relieved of that. 

Very nice. 

That 1s all. 

I don't have a~ything . 

P1nsent or the British Embassy baa been raising 
this question the last few daya about his pay 
cheeks and al.so about putting a deposit with the 
Federal Reserve Bank in Hew York. 

How, I don't know who al l ia int erested 1n this, 
but I am very much interested and I wish you would 
go 1n a huddle , John, with some or the ao people 
and I would like to know a good reuon why the 
French and British Gonrnmonta can't open an 
aonount i n the Federal Reserve or How York Just 
the way I know the British have heretofore on 
their planeo. Now, all tho planes that tho Britioh 
bought , tho cort1f1nates of paJlllent wore presented 
to the Federal Reserve in New York and they paid 
on cort1fina te. I think the French did the same, 
I am not aura , 
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H. J,t .Jra 

!!ell: 

!!ell: 

H . t~. Jr: 

!loll: 

H, U. Jr: 

Cochran: 

I! . !J . Jr: 

Cochran a 

Now, 1n view of the way the President reels about 
thia thing, .. , 

( Discussion orr the record) 

I think the l ogical place for them to have their 
account i s the Federal Ressrvo or Now York and 
that also gives ua openly an opportuni ty t~ know 
what they a.ro doing , I don 't know why that isn't 
tho place to have it, 

All those governments had aceounts there during 
tho war. 

'!'hero was no Bank of England, was t heret It was 
all through their central banks , 

No, I think we deposited money thoro directly to 
the credit of the British Treasury when we made 
loans . 

You will r emember when we Asked about Osborn coming 
over , the answer was that the British Treasury and 
the Bank of England are practically one now. It 
seems to me from their stAndpoint and our stand­
point it is a much cl eAner thing to l et them deposit 
thoro . '!'hey have a sked twice about it now. Per ­
sonally, unless there is some awful good reason, 
I would like to see their accounts , their pay 
accounts, 1n the Federal of New York . 

I see no reason why it can 't be done . 

I would like to have aoroebody tell :>e why i t can't 
be done . 

'!'he reason they have told mo 1n the past was that 
tho Federal had taken depoai to ordinarily froz:~ 
central banks only principally because of the 
question of s1g11aturea and so on. That 1s, the 

government chang1ns• • • • 

But Merle I know that the British planes which 
are on order here now are paid for by the Federal 
of New York . 

Yea I know. It is the same with France. 
the ' Bank of France which had tho account . 

It was 
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H. Jl. Jr: 

Cochran I 

rlanea : 

R . I~ . Jr : 

Hnnoe: 

li. !I!. Jr l 

Stewart 1 

li . r.I. Jr l 

White I 

H. l •• Jr l 

- 6 -

There you have got it. I c&n ' t under stand it. 

~e Pj~~~rp&ulthaupsnt'ht given any negative answer . 
e question. 

I don 't want to put it up , but I t hought if you 
fellowe could have a meeting on 1t and look at 
i t f r om the s tandpoint or the United States 
Government , aren't there certain advantagee? It 
certainly 1s a great advantage to have it the re 
and know how much mcney and how much they are 
buJing, who they are paying, and tell them so 
rather than to say, "Woll , can we ask •x• :i"ati.onal 
Bank to t ell us , • and so forth and so on . Do you 
see any reason , John , why it shouldn't be 1n the 
Federal? 

llo , I am quj.te certain t ho French arraneed that . 

Didn 't you and I tell them thatt 

Yea . 

Now, whether the French Tr oasury makes the deposit 
with the Bank of France who does it here , or 
whether it comes directly , it seems to me oo un­
important compared to the principle, and 1 am sure 
it would be very pleas i ll6 to the Pre ddent . Then 
that cuts out all thh thins or whether the Chase 
should have i t or whether they shouldn ' t have i t , 
or some other bank. I make no bones about it . 
I would l 1ke to know how much they have got and 
what they are buJlng and so on, and when i t &o&a 
to tha Federal, tell them I expect then to tell 
me. 

Walter Stewart , can you aoe anything wrong rlth 
thatt 

I aee dis t inct advantages trom our point of view. 

Harry, can you see anythingf 

No , I think tho contr~ry would need to be defended . 

I think "e ought t o move on the quoet1on ~~~y 
because P1nsent !:as raised it twice . 1 t~U-<~ he 
ought to have the answer. 
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• 
Haneo: 

!I, M. Jl'l 

Cochran: 

Cochran: 

li. :.J , Jr: 

Cochran: 

H, U, Jr: 

Cochran: 

H. li. Jr: 

Cochran: 

H. U. Jr t 

Cochran: 

H. !A,Jr: 

Stewart: 

- 7 -

Is he asking the Treasury tor •••• 

It waa 1n a memorandum of last night which ia 
on your desk. It is all 1n thoro , Let ' s have 
an answer tonight aa to how wo feel . 

236 

There was another question of the Porsian loan. 
Tho Persian Minister came to t he State Depart­
ment yesterday and told them that he had in­
structions from hie government to go t a lS lill.llion 
dollar loan 1caediately. 

You wouldn' t want to dlaappoint bic, would youT 

No. 

John , will you look into t ha tt Ask them 1t they 
are going to put up so~ nice Pers ian carpets 
as a collateral. 

He said i t is partly for construction purpoeoa . 

Well , let's get an answer on that . 

Have you got someth1D8 elaet 

1/allaee Jlurphy sugges ts there lill.y)\t be some 
security because t his Uranian Oil Company pays 
some 200 , 000 pounds to the Pereian Governnent . 

Is there a lien on the oil cocpanyt 

Juat a royaltJ, but how well that will hold I 
don't know. They want to know whether the 
Y1n1ater sbould come over here and see anyone 
in tho Treasury. 

!Ianoe •111 call i.a!Jnediately. 

That ia all I have. 

Stewart, can't you til< up this follow Pinsent 
eo he gets 4.02 and quit worryi ngt 

i d bout that and I s aw him 
He seems to be worr 0 a nd just reviewed 
tor a lit t le mileldyo~~~tai didn't want to 
old tbinga, but to 

Regraded Unclassified



• 
H. !I.Jrt 

Viner: 

H.!I. Jrt 

Viner: 

H. ~t. Jr : 

Vi nor: 

H. M. Jrt 

~31 

- 8-

No, personal friends . 

'!'bat 1o worse , Vlait until Pearson and Allen 
get hold or that . 

Jakot 

llothina· 

Are you going to do that 11ttle job ror ""' todayY 

Immcd1a tely. 

I haven't any report 
ing. I spent a good 
terday and Saturday. 
getting adjusted, 

yo t on the mar lee t t his morn­
deal of t1mo with it yes-

I think it 1e gradually 

Well , let me say this in striet confidence in 
this rooc - because so many people are interested, 
I mean - we started with a background wh1eh Hanes 
is familiar with . While I waa gone, Yr . Eccles 
sold tho President the i dea - I will say th1a 
was before the war started, I don ' t know whether 
it is ehanged - about using up the free gold and 
the silver certificates and everything else and 
not borrowina any money &nd our balances ran down. 
We b&ve como to that - troo that point to the 
point yesterday where I brought the President's 
at tention to tho propaganda. If between now and 
the f irst of October the Federal Reserve doesn't 
give me a clear track, I want h1m to back me up 
to above them off the track. Then he said, "I 
will gi ve you a rule of thUmb," and thia 1a the 
most encouraging thing that has happened since I 
h&ve been hero these throe weeke, because after 
all , raising the money is our job. He said, 
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Sa111e : 

llurgeas: 

c H .~. Jr: 

Ew•goas : 

B. :J. Jr: 

!lurgeu : 

H. W. Jrl 

- 9 -

~Henry , until ten-year money goes to thr 
percent,• he said, "don't bother me • s~ei 
said, ~ell, Ur . President, with mo~ than 
five billi on excess reserves I won ' t have t 
bother you tor a long time. ' 

0 

I explained to 111m what ia happeni ng and all 
the troubles we are having , and ao torth. He 
was very s ympatheti c and if I needed help as 
a l ast resort , he would give me the backing 
I need. He said to do everything possibl e to 
get Eccles to come in l ine without bothering 
him. He didn ' t say it in just so many words 
but that 1a what he meant . ' 

We think we ean. 

I think we are on a basis to work with h1m now 
mueh better than we have been. 

I am telling you gentl ecen that October lst 1s 
the deadline . I t I don ' t get a cl ear track, I 
will j ust have to above them ott the track. 

I think perhaps today or tomorrow we mi gh t sit 
down and ha vo a review of that thing 1f you 
would like to . 

As I pointed out to the President, I am not 
going to give up the advantageous position that 
I have now, that I ean choose the time to finance 
and rotund. I don't want so:ebod:r else to tell 
me I have got to do it now at their te~ . Tbat 
is a gr eat deal more important than Wr. Eccles' 
philosophy of cheap money, with which be can 't 
do anything anyway, and I alcoat let it elip last 
night - tnd I wiSh I had - at my preaa conference, 
"Take a look a t the bill marke t where the Federal 
Reserve leavea it alone and I borrowed yester day 
at half the rate.• I almost l et it go , but I 
didn •t • 

• Glad you didn't . 

llrs. Klot~ lceepa ID8 down. I won't guarantee to 
be a good boy indefinitely, thoush• 
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Ju.st tell us when you a re goint; to be bad before 
you are . 

Well , after we all road Pearson and Allen I don't 
know what I will do . 

I haven ' t any thing. 

Georget 

I hav e nothing this mornine . 

After the outbreak of hostili t i es, the first 
Ameri can boat to ge t 1n trouble was a boat called 
the \/acosta . I think I foretold you that she 
woul d get 1n trouble, because sh e was an Ame rican 
a hip and had been chartered to the Br1 tish to 
replace one of their ships that they were using 
for troop carrying . 'i'h.at same c01:1;>any had two 
other ships which they had chartered at the snme 
time and they now propose to ful fil l that charter, 
and I have d iscussed 1t with the t.nriti:ne Co=is­
a1on and they say, "Hell , thoy oi gn ed the charter 
before hos t111 ties," and they propose to let 
them go t hrough with it . 

Well , I would like to g o on record e.s stating that 
it is a very dangerous precedent und i f one of 
those boats loads again on that same berth and 
a Sub catches her, she wil l undoubtedly sink her , 
and I think it is a ,.. tter - I have drawn you a 
menorandum that you ought to at l east lay before 
the State DepartmBnt . 

I will lay i t before t he President. Gi ve ""' the 
memorandum and I will lay it be fore the Presi­
dent . 

Tho second matter was - I don 't know whethe r you 
saw this memo l a st night or not , but 1t had to 
do with the abolition of that sou theast patrol 
and work i ng them 1n conjunction with the Coast 
Guard We reel that this plan 1a a much better 
p lan tor the protection of our southern ports n ow. 

I am not familiar with it . 
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We are all agreed on it, 
ment to Secr<~tary) 

( llr • Harris banda docu-

Which 1a which? 

The patrol 1a underneath that. 

Well now, wait a minute , It the President read 
that he wouldn't get the history on it rr~ that. 

That is tor you , you see. I will give you that 
1n •••• 

Give me the background. 

Yes. 

But try to keep it to one page, 

Make the page bi g. 

Getting it cold, he wouldn't know, you see . 

Well, this is tor you. 

Tlba t are you people doing on the southeast patrolt 

Abolishing the Customs motorized patrol around 
Flori da and the Gulf. It doesn't seem to be or 
any great value. The Coast Guard ean take eare 

' ot it aa t ar a a belligerent ah1pa are eaneerned. 

We have a lot of porta down there - ah1pa are 
going 1n and out and they baven ' t even got a 
Customs """' there. 

One port where you haven't got anybody and a ahip 
came 1n and out - Boeagrande. 

Wilmington is another one. 

At Boeagrande th&:J have got a Cuat<ll1s fellow there 
and he lets his daughter clear the papers . Thia 
was a big boat while I was thero . She took on 
thousands of tons of phosphate. No Customs men 
were on it or anything. I reported it at the 
time. This man' s daughter just gives them, as a 
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matter of formalit Cu think i f I mby, atoce clearance And I 
• reme er rig)ttl• h • 

time ae a Cus toms d ., e spends his 
ferry 11 Bo ll14n own there running t he 
on th~ VIe~~· Co~:~~ande ia tho place - is that 

Yea. 

That i s the place whe r e they ohi ppod most of 
the Ame r i can agricultural chemi cals. It 1e a 
b i g plant and they ship their phospha to and the 
have got a fellow t here who runs the rerry and"! 
hisbdaurdghterl i s the clearance, and no agents go 
on oe • think S(l!le or those places - Boca­
grande should have a lot or phoapha te and ohos­
phate eeecs to be , the :ntl1sh eonoider, contra­
band. You cde}lt te.ke a look at some or those 
outl yinG ports . 

I will. 

There are two minor things . A ll14n trom the State 
Department came over to get our opinion •11 th 
respect to e.nsweri"<! a requeo t f rom the Liber1sn 
Government b7 way ot Fires tone . They are in need 
ot currency and according to hie s tory t hey asked 
the Bri tish Government for more coinage and t hey 
eay the British Government turnod them down and 
they want t o know whether i t woul d bs all right 
for u s . The request d idn' t have sufficient datn 
to make it a ppear anythina but either a very 
unusual transaction or one ot noe;ligibl e econOJ:dc 
a opecta , so I told them that i f tie was turther 
interested, to make an ott1oi al request to tl)e 
Treasury so that we coul d co=ent on it, because 
it may have political and ps7eholoGi eal etfects , 
even though it doesn ' t have economical effects, 
ao you may or may not hear f rom b ll:l. \7e dido ' t 
g ive him any opinion. 

Thon in one of the roporto from !11choleon there 
was a statement to the effect that tho Japanese, 
fearing that an embargo mi eht be placed on exports 
of certain types or war mnterials , have already 
made ar

1
'8JlSelllents with Amerioan eonoerns to ship 

to the Phili ppines and ther would be re-rout ed 
t hrough the Ph111pp1n• • . I don't knOW how much 
there is in it, ao I am just paooing i t on. 
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Then the Universal Trading Company has ehanged 
i ta contract with respect to the price they are 
going to charge for tung oil. I don 1 t know whether 
you were noti fied of that . It is 0 omall thi .ng 
but they are just keeping us infonned and they sot 
~~~ O. K. of t he Treasury , I thi nk , before they did 

l'lha t are they going to chorge? 

They are going to make the baa1a for the c..~rse the 
price prevai ling 1n the previous conth ins teed of 
the previous quarter, wl'.ich will onable them to up 
their price ~ore rapidly 1n accordance witb the 
rapidly ehangin& price. 

Tho las t I heard they were ehar,olng 12 cents . 

21 cents. 

When the t price was fixed , it ~as fixed ~n tl:e 
light o f a backs ro,md contomp1At1ns control of 
the source of supply. They ha von 1 t ho.d control 
or the source of supply und the independent 
dealers have been cett1ns tuns oil in this country 
at aro>md 25 cents , and this 1o to - it is to 
cut down the d i fference between what the indepen-
dent ... . 

I a till sa-, thll t tl:e last thing I beard, Chan told 
ce thll t they were chargine 15 cents for tunc oil 
and 1n Hongl<ons he was only chllrc l.n& 12. 

';'hat z::tUSt have been so::>e tice ago. 

Las t Jul y . 

It is up as hi£)1 as 27 cent• aa far as the inC.epen­
denta aro concerned. 

The decand i s much e rentor than the supply and 
thev don 't control all the aupply, eo that there 

• i d . 1 • who are D11lkin6 an enormous 
~~~f~~r~l~ss"~h:runivoraal Trading Corpo~ati~n 
hae the right to folloYI the market more i ose Y• 
Thet is what this new ohan(IO is doi na· am 
jus t keepi ng you informed. 
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W0~=~t' Cotton, being on ~ort and ....,.. to watch that , Import Loan, he 

~~o ab~t a i~~tter which went to tho Export- Import 

Vlhy don 1 t you toll c lot him watch U otton about this thing and 
Will you toll ~v~rsalt V/111 eocebody toll him? 

or me , Mrs . ~lot•? 

Anything else, l!arry? 

That 13 all , 

nothing. 

llothine? 

Nothing. 

Are you all right on JanUCLry let? 

I run doing some hon:e TIOrk now • 

Incidentally, I hnd " chnnco to toll the Preoidont 
what we were doing on extending purchnsing to 
civil departments throur hout t ho country. He is 
very much pleased and thinks i t is moving in the 
right direction. 

What happened about this nan Stone? 

!lot much of anyt.hin<; happened. 

Tell thett w'.~o Stone is. 

Stone io the head of tho me thode branch of the 
Bureau of the Budget. He io the f ollow who .... 

Anothe r personal !t-1ond of mine • 

•••• considero wayo and moans of coordinating ad­
ministrative methods throughout tho departments. 
He has nothing to do with tho estimates branch 
of the service, as I understand. I hnd an hour ' s 
conference with him yesterdal and I th ink bis 
att i tude was franklY - I don t believe that they 
are i n position over tbero to be of any positi ve 

help to ua . 
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But they don ' t b lock uat 

No , on the contrary I am a th 
us in an advisory way , ure ey will help 

Which will be the first t eat caoo that vou have 
over there? • 

You mean which branch of t he oervice? 

Yea . 

Collins has just got ten in on t he various depart­
menta , The data he l'.ad called ror last June 
g iving the facts about their purch.as in;; set- ups, 
he 1a just beginninc: to d i ces t t ha t m ter1al , I 
think he is going to t ackle the Inter ior Departcent 
f irst , because he sa i d to c e jeatorday •••• 

\.ha t 1s he going to do after thatT 

tlell , I haven 1 t heard anyb0<l7 ony an;rthin;; about 
1t. I understood him to any that he Ylas e;o1ng to 
get in t ouch with Fry, tho purchasi ng oan for 
Interior , r i ght away. Some of the Interior agencies 
have already been - tha t 1s , th o nrrancements oove 
a l r eady been made. The Houe i nc Adm1n1strat1on, 
f or instance, and t he b r an ch of lleronaut1cs 1D 
Commerce. lie are in the middle. 

You have got t he Pres i den t heartily a pprovins this 
thine and the Director of the lludcet approvin;; 1t, 
so I guess we are all right . 

Yea. 
As soon as possible, I would like to tell the 
newspaper men what Mr . Cr a ves 1s doing and what 
the baclq;round or the Whole bus i ness b . 

I would wait a lit t le bit. 

\'/hat we hove got to do before we will be 1n thet 
s tate , I think, is ••.• 

Then they would be cnll1ns for information and 
information. I wou l d like to l e t him go along 

tor a month or so. 
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We have got to make a bl uepri nt or 
s et- up before we wil l be in shape. 

Then they will a tart asking • ••• 

245 

t hia whole 

They are going to see the Procurement 
soi.ng 1n to oall on him. people 

Well, no one has e sked about •••• 

He is the hardest man to see I evor oaw. He i s 
never 1n the hall or anything . 

Try CLnd see Gravos . Let' s l et it go. All right! 

Yes . 

DanT 

We know that the total bids increased yesterdey 
again on Treaoury b illa. 

Four hundred and some odd ••• • 

540 million) t hllt was eompnred with 480 million 
the week before and 340 mi llion the week b eforo 
that . 

Did the Federal let theirs run offT 

Yes , about 30 million dollars worth, and tho)" 
boUGbt leas than 15 million last ni&ht. Other 
seeurit1oa 1n the market - whatever they set 
todaJ will make tba t t:!Ueh loaa i n their port­
folio . 

How much did that run ott! 

About 30 mil lion. 

so thOJ bavo go t to buJ another 15 million to 
show • •• , 

And 1t they don 1 t got an)" JDOr& toda7 
U,;j8!~~i shOW a drop of sQl:lothing 11lco 15 million 

this week. 
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That makes i t perfectly cona1etent, doesn •t i 
Ur , Stewart , 1n an open market operation? t, 

Thn t is right. 

You can" rite a text-book on how to run nn open 
market operation, 

Yes . 

I think it would be reaeaurins . 

I think it wo•Jld be ver,. good to abow a drop to 
ahow that they are controlling and not pa:;in&. 

It will convince the preea that 1t 1s the 'i'reasur,­
that i s doing the bu71ns and not the Federal. 

Tha t is my next question. The last two conferences 
we had w1 tb the Boar<! , thie ma tter baa come up 
both times . I believe it was raiaod by John McKee. 
He said there is a feeling on tho outsi de that a 
billion dollars llortb of bonds have been purchased 
1n the last two or three wooka and that the Federal 
only shows half a billion, so wh01•e io the other 
half billion? I haven't seen any publ i ci t y to 
that effect, but •••• 

Neither have I . 

They raised the question as to wbother you shoul dn ' t 
let i t leak out some way, I mean not necesoarily 
aaJ<e i t a precedent, that we have purchased smoe 
70 million dollars tor our •••• 

No, sir. Let then stew in their own Juice. After 
they have been out or the narkot f or one week, 
then I will telk, and tl&ybe sooner , but not .along 
that line. Why should I pick their chestnu.a out 
of the fire? 

see any particular harm. • • • 
• 

a look at that and we will see. 
givins out leaks, I am afraid. 

If 
I w<:>uldn 1 t 

Let's take 
you get me 

Well, I didn 't exactly 
maybe a question might 
conference. 

mean a loak but I thought 
be asked you at a press 
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It ia dangoroua , Dan, t o queation 10o, 

Let ' s don't do i t , 1! i t 1o dangoroua , 

ll you got IIIII ata.rtod on tha 
to talk plent:r. t thing, I am going 

I ba von 1 t aeon anything in th 
but I wouldn't want the 1.mp o rpor about that , 
~:e purchaaed that half a ~mi~~ :~ ~ttl~ns 

Who has got that 1nformat1oht 

I don' t know. I haven ' t soon i t . 

It ia i magination. 

It has beon r aiood twice i n the laat two weeks. 

It is in nobody'a IOind except tho Fodoral Reserve 
Board. 

Ask them to 3end you the clippings, Dan. 

Well , they are so closely 1n touch with nll the 
banks of tho country that it probably came f rOID 
the banks. 

l!aybo i t c&IOO !rom Burgess, 

I think tho primar7. argument now is to keep the 
public1t7 down on this . n baa boon too much on 
tho front financial pa)l;e, and so on , and tho 
leas that can be sa\d about i t now, the better. 
I think there ia theoretically a eaao tor the . 
publio knowing parall el wha t tho Reserve System 
ia purchasing and what we are purchasing . 'o'le 
do ordinarily give that out , once a month . 

ThO 15th ot t ho month for the month before . We 
have never broken that. 
Woll, I think that now 1n vi ow or the undos1rab111t:r 
ot publioit:r that it IOigbt be Juat aa well to lot 

it ride. 
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I think there ia a very strong reason against 
breaking tl:w.t rule , Mr, Secret o.ry, because you 
give the impreaaion that truat tunda are being 
ue ed to manipulate carketa, which we do not 
wiah to g ive at all, 

Not when we &re not very good at the manipulating. 

You sai d it . 

Yihen we have been successful , we don ' t mind whnt 
fund we have used . 

You never have advertised 1t. 

I think tho smart boys can figure cut abcu t wba t 
we are doing because the redemption• at two per­
cent show up daily on our dail;y atateoent . 

Let John L!cKee put on his gas oaak. 

Any other newat 

'!'hat i s all . 

Thompsont 

I am hav1ns the papers prepared 1n the case of 
Mr . Cottrell , in whom Ur . Ra;yburn is interested. 

Chock the.t with tbe co=issioner. Tell llr. lianea 
aboutit and then wbon you walk it over I will 
sign it. 

It has to do with Civil service and he also has 
to take a ph;ysical examination. 

Why don ' t you send for the mant 

I have already done that • 

Fine. 
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September 26, 1939 

111.115 a . m. 

Present: 

Chinese Ambaaaador 
llr. Cotton 
(Dr. White at the very end) 

HU,Jr: Do you know Mr. Cotton? 

Ambassador: Yea; we have met before •. 

HU,J£: Ur. Cotton is tne Treasury Director on 
t he ExPort mport Bank. Havi!li eooe idea of ,.hat you 
have in ml.nd, 1 tnou•.ht he !l!l.gnt just aa well hear it. 

Ambassador: I oo~e to report t o you an inter­
view I nad wltn t ne President, just two weeks ago last 
Friday . He was gracious enough to give me an interview. 

After reporting to nim .r.e interMtional situa­
tion in the Eaet created by these stupendous changes 
in Europe , I was reporting to him that this situation 
made our Government very nervous. On one hand we were 
afraid of tue st eps Ruaaia m1gnt take; on t he otner 
hand we are afraid t hat the Allies, England and France, 
might desert ua and aight cOllie t o agreements that would 
be very disadvantageous to Ch1na. We ..ere aoat afraid 
t hat not only t ne conceaaions, the International Con­
cessions, might be afteoted, but also these two routs, 
the two back doors ot communicat i on, transportation, 
might be affected. 

Only one minute ago my Secretary called me up -­
and t his is diversion -- just a momment ago my First 
Secre t ary called me up. Just after I left tney got a 
cable ! roo the Government saying that the French Govern­
ment bad entoroed under the war emergency, in French 
I ndo-Ch1na ordinanoea ••• • 

II" .Jr: What doea that meanf 

Amoaatador! .. .. under whlc n the French Go-.ern-
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ment forbide Oh1neae ~nltl 
they apeoified theae three ~· •?tor oare and gaeOllne 
motor oara and gaeollne __ fr ngs. Ch1neee aun1t1one 
Ind~Ch1na. oa paee1ng through Frenob 

HK.Jr: !hat 11 aer1oua. 

Ambaoydor: !hat 1a verv 
things we were afraid. • ser1oua. One of thoee 

Reporting theeee my Go 
and I told the Prealdent that rer~ment "aa really Jittery 
ment, the Amerionn Government g!!e ~=·~:.~~ our worst mo-

n1tionsy»,Jr: They won't permit what to go tnroughT llu-

Ambassador: Kun1t1ona, motor oars and gasoline. 

Hll.Jr: llunitlona, motor care and (<aaol1ne . 

Ambaeaador: Yea, to go through 1'1-enoh Indo-Chl.na 
to China. 

Ur. Cotton: Theae are purchases already made? 

Ambagaador: All 
Juat oame this morning , 
Tbe7 nre deood1ng when 
me up. 

HK.Jr: Kumpn! 

purohasea already made. Th1a 
Just after I lett t he houae. 
l came here . Wy .Seoretarr called 

A'bu-!!l,or: That waa one of tlie t hinga we were 
afraid o~ waa telling the President, laet year at 
our worst momenta the American Government gave ua this 
i25,000,000 loan, credit, wh1oh reallY bad ita l1fe-aav1ng 
and life-s~ta1n1ng effect, sort or inJection to strengthen 
the heart at a tlme when tne heart was really t 1nk1ng. And 
I reported what Kr. Ohen had reported to me -- Kr. J:, P. 
Ohen reported to 111 -- about the usee and axpend1 turs and 
the great cooperation whloh the Treaaurr Department 11aa 
g1nn to ua, given to n1a and t he trade Corporations and 
all the purohaaea. I gave the President a general .,.._ 
IIAl'1 of the purohaaea, of the o)laraoter of the puroh&oea, 
1nolud1ng the 5,000 aotor oars, truoka, and medical auppliea, 

and eo on. 
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I reported that the money is now spent altn 
not entirely pai d ou~,but by October by t he ~iddle~h 
October, all the payments Will be cede and that will 

0 

~ean the end, t he exhauet1on ot this la&n. I was ask­
ing the President it at this ver y tryins moment your 
Gover nment eight be pleased to give us another inJection 
anot her life-saving inJection, in t ne form or a loan. • 
Tlatt would greatly strengthen our morale and buttress 
our courage at thi s t i me . Also indirectly r, ive a rnnni­
t eatst1on of t he American attitude or sympathetic support 
to China t o the othe r nnt1ons . 

The President nas very much i nterested. He asked 
about cer t ain details . For example , payment of this l ast 
credit, and I reported that three l nstallcenta had been 
pald on it. He wae very r.ueh pleased. he 88i d, 'ThAt 
is hi ghly cocpl1<r.enttu'y; that alone ehould be a good ex­
cuse ot renewing or extend1ns more credite.' And he 
a altec' about securities. I told him t nat I l earned !roo 
!~ . X. P. Chen that wood oil, tung oil, t he annual pro­
duct i on is about 44,000 tone a year and l n about five 
years, under the c ontract, in flve yenre the total pro­
duction will be abou t 220 ,000 tons. At the market pr ice 
or ~440.00 a ton, that would be enough , would be in five 
yearn ' time worth ~96,000 , 000. 

Then I also r eoorted t o the Preeident that Just 
that week my Government had notified l!r . Chen and C\YSel f 
that t he Central Governr>ent was taking over t he tin, t he 
contr ol ot t ne t in ,productlon ot tin, which constitutes 
about ?Cifo ot t ne world' e pr oduction, whicn a counta to 
10 000 tons a yetu' t ro"' tne Province or 'Xunan and 3 ,000 
to~s trom the Province ot Kwangsi, ao about 13,000 tons 
a year and t i n nt that t 1rne "as worth Sl,lOO a ton and 
now, i~ 2 weeks' time, I am told, t he nrioe is ~1 , 200 a 
ton So t hat if we talk in terms ot five years ~ t he 00 
t1n'would be w~rth at lenet between ~60,000 , 000 , 96~000,0 
or $70,000,000. The President was interested in t, s. 
He said, 'I will see the Secre t ary of the Treasury . 

~.Jr: Ur. Ambassador, I have b~en waitinC tor 
two week s to hear troll you. 

Ambaas .. dor: I d1d not dtu'e t o co=e ln to see you 
__ i • I kno~ you have 

because or the cUaturbed oondit on 
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been very buay. That's why I did not dare intrude. 

the 
not 

HW ,J r: For t wo weeka I have -- I heard about 
loan a gainst t in, which you r aiaed , and I oould 
understand wl\7 I did not hear trom you. 

Ambalt!dor. I am glad you told me . I felt I 
should not intrude at a time when your Government must 
be very, very busy on the war situation. 

R)l.Jr: I have always seen you "hen you have asked. 

AmbA~a~or: You are very kind and because you are 
kind, I teeaitant in intruding . 

I?' .Jr: l.lr. Ambassador, what did the President BAY 
about t q eat1m of a loan to you? 

Ambft~sador: The Prealdent aaid, he aa1d he was 
very muoh , e aa1d, t hat's all he enid t o me . He said, 
he said t he Chinese Government has paid promptly on this 
i25,000 ,000 loan, on aohedule, and that's, that loan will 
be a good reason tor extending anotner loan. 

H\A 1Jr: Let 
t hey won t let you 
t heyt 

Atgbaaaador: 
inary buaineaa , 1t 
reaaon. 

me ask you t hi a question. In view - ­
bring tin out through Indc>-China, will 

I think i t theae are commercial , ord­
goea. I don ' t thi nk t tAre "ill be any 

Hloi .Jr: Have you got a l1tUe Ume to o1 t doom 

Ambauador: Yea, air; I haYe. 

HW. Jr: • ••• with Mr. Cotton and Wr . Whitef 

A!boleador: Yea, sir. 

HW .Jr: Would youf 

Ambaoaador: Yea, a1.r. 

And go over this thing more tully? 

ybaaaador: 
much or your t1111e. 

Yes , air. I don't want to take too 
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Hl4 .Jr: No, I would 11ke you, 1f you ha'fe a 
tew m1nutes , to ait down w1tb 1!:> . Cotton and 11r. Wn1te 
and go into tn1a thing more tully. 

gi ve 
know 

Ambassador: Yea, air . 

Hll ,Jr: Production, and bow you get it out and 
them in more detail Just what -- I mean , so ;e would 
as much a bout tin as we do about tung oil. 

Ambassador: The tin, the tin, 3,000 tons ot tin 
of Kwangsi baa alraady been transferred to the control 
of the National Commttee of Resources , but thi e ia t in, 
and t he 10,000 tons of tin tr001 Yunan has alwnye been 
under Provisional Government and t he Coomiaeioner of 
Finance o f t he Province , llr. U1ller {T) ia an Anerican, 
e~ucated engineer there, eff icient engineer, hal been 
ruMing this, but they are rather Jealoue of the foreign 
exchange value tnat this tin ~ill bring to Provi sional 
Treasury , so the Government, only l ast -- day before yes­
terday , l!r , K. P, Chen telephoned to oe that he got wire 
from Dr. Kung that this transfer is completed. 

Hli .Jr: I see . 

Ambassador: ThAt the Central Government oroolsss 
tO pay the fiXed MOUnt of foreign exchange to the Pro­
visional Treasury aa a gwu"antee of t l>.e Provieional eur­
reney so ~hat the Cen t ral Gover=ent troll now on " i ll be 
able to take over t hia t i n, eoapletely. 

'2.53 

~Ji.Jr: well, i t's a qua~tion of delivery and how 
you are g61ng t o deliver it "and where you are r oinft' ~~ d 
deliver and where you are goi ng tto shi~~l~h!~~m=t~o s~~ 
everything else and, as I aay , i you 
down with L!r . Whits and tlr . Cotton, "by "·" • 

Ambassador: I would be very haPPY• 

and give it to ce in more detail · 
Hll ,Jr: • .. • 

&mbaaaador: 
and llr. Cot ton . .... 

You want me to talk over ~ith Dr. White 

Hll .Jr: It you would· 
Ambassador, 'to aee you any t~me . 

It' s a privilege, 14r, 
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•tb&•tadgr: Shortly after the Preaident returned 

I not1oe that the Oonrnment waa oalling th h apeoial 
aeaa1on of Congreaa and the Preaident and all aembere of 
t he OOYernMnt oonferr1ng nth leaders of the different 
partiea, I t hought I had better wait. 

(At th1e point, Dr. White came in.) 

HK ,Jr: (To Dr. White) The Ambassador haa brought 
up the question of another loan to China against tin and 
I have asked hlm to talk to you and llr. Cot t on 1n more de­
tail. 

oOo-oOo 

• 
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I!I!Jr: 

Oper ator: 

I!}!Jr: 

Bill 
Bullitt: 

!!!!Jr: 

B: 

HI:Jr: 

!! : 

!IY.Jr: 

8 : 

!!J.IJr: 

B: 

!IY.Jr: 

8: 

P.MJr: 

8: 

HI!J.r: 

II: 

l!I!Jr: 

Hello, 

September 26, 1939 
12:o6 p. m. 

A4baaaa4or Bullitt. 

Hello. 

Go ahead. 

Hello, Henry. How are you' 

11 m all right. 

Bill, I'm Just go1ng on the theory that the French 
Government l18tena anyvay. 

Hello. 

Hello. 

Hello, Henry. I'm afraid th1a oall 11 going by v&y 
ot England and 1 t 1 a herd to hear. 

Well, can you hear me fairly well? 

I oan hear you nov. I couldn't a moment ago. I 
hee.r you nov. 

Vall, the Ch.ineae Aabaesador vaa Juat in here tive 
minute a ago • ••.•• 

Yea • 

• ••• . • and he tells me that the French Governoent 
have gotten out an order that no more gaeollne, 
mun1 t1one or truoka oe.n go through Indo-China. 

the Chinese 

Amhaeeadort 

Yea. 
That no more gasoline, aun1t1one or truoke. • ••• 

Or actor truol<a. 

::ss 

Regraded Unclassified



• 
B: 

HMJr: 

B: 
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I!HJr: 

B: 

HMJr : 

B: 
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Yeah. 

Can SO through French Indo-China. 

Yea . 

And I t hought you aigbt aak thea how ooae. 

Yeah. 

Beoauee tbat'a pretty serious. 

Yeah. Gasoline and motor truoka eepeo1ally. 

Yeah. 

The other baa &lwaya been forbidden. 

'fbat I 8 right, 

BenrT• • • ••• 

Yea. 

• • •••• did you get my telegram about the American 
hoapit&lt 

I handed 1t thie morning to Johnny Hanea and be 111 
gin you an ~uwer tonight. 

Fine. I 1 a dal1gbtad. 

I P'" U th11 morning to Johnn.y. 

Yeah . I'• nry auoh obliged to you. 

He ' ll do the but be can. 

Pine. Henry, I ' ll get on that Job immediately 
beoauae - - and I don't belie•• anything new 1n that 
re ga r4, beoauae I only t1nilhed dUoueeing aattar• 
1D t3la t area at thraa o ' oloolt thU attemoon. 

I 414D't gat that. BUl. 

I •7• I ha4 a long dieoualion on attaira 1D that 
area wbloh en484 only three hOur• &SO• 
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I eee. 

But I ¥111 get on it right away. 

Vell I thought you ' d want to know beoauae I know how 
much lntereeted you are. 

But I -- I '11 g • t you aoCiethlng on t hat eubJeot 
yet, 

Right . 

Yes. I understand. 

Yes. 

Well, it you'd tlnd out I'd appreoiate it. 

Thank you very muoh indeed, Henry. ~luoh obliged to 
you. How are you? · 

I 'm j ust tair. I've got Jaundice. 

01}, ... ~ a &hamel 

Yeah. 

Henry, tell me about the ohancea ot the !leutrallty 
Act. 

The ohancee' 

Yea. 

I think they're good. 

You do t hink they ' re good? 

Yea, I do. 
ADd vben do you think it l!&Y come thrOUghf 

Oh, I don't think it'll 
the earl1eet. 

under three weeks at 
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KMJr: 
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l!IIJr: 

B: 

HMJr: 
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Oh, you think 1 t v111 take that longt 

Yeah. 

!hat 1 a too ba4, 

I would eq - - I 1 ca afraid three weeki. 

Yeah. Well, good luck, . Henry. '!'bank you •err much 
tor oall1ng me. 

Ooodbre. 

Goodbye . 

Goodbye . 

258 
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Kennedy: . Hello , Henry, 

!li·!J~: Bow are you? 

K: Oh, I ' m t1ne. 

Hl!J~: 

K: 

!!li.J~: 

K: 

hl!J~: 

K: 

Hl!Jr : 

K: 

HXJ~ : 

K: 

l!!!Jr: 

K: 

ID!Jr: 

K: 

Joe • I vollder 1t t here's an bod 

~=e~~~:~ ~~t=:~ohee the ~ale! ~~ 
I wouldn ' t th i nk 80• 

You don't think eo' 

the British 
oeourl t le& ln 

I don't know any way that they'd know lt up unti l the 
last t v o or thr ee weeks. 

Well I mean nov. 

Well, nov I -- I l maglne that t hey probably do . I 
yea. 

Well, I -- I wonder, would you mlnd sort or m·~lng 
1nqu1riest ~ some 

Yeah. 

Because everything U go i .ng tine nov but 1t lt dldo't 
go so well in our own market vhy then we mi ght vent 
to talk to somebody. 

Aa a matte~ ot t act, Henry, lt 1en1 t the practical 
thlng tor them to do 
havlng taken everything over . •. ... 

Yellh. 
.... .. they they bsve t o know every vantage bece.une 
they are pel"'lli tting people to sell thelr eeourl t l es 
provided they return the -- the power 
to them at once , eo they'd have a record or that, 

Yeah. 
But I would thlnk that lt vas only a question or a abort 
tlme when thel r -- they take -- when even tbs t pove~ 
would be taken away rrom them and tba t everything would 
be under Government. 
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Well • ... . . 

So I ' ll get busy tomorrow. Now then this 
this report comes tomorrow • •••.• 

or course 

Yeah. 

•••.•• and I•m seeing Montague Norman on Friday morning 
and I'm-- I ' m writing you a pr et t y def inite reoort on 
Vbat I think or the financial e1tuat1on here . · 

Yeah. 

And what I think is -- 1a probably t he line or direction. 

Vall, there's nothing that we 're worried about nov but 
I ' m l ooking to the future. 

Yea, or course. 

And the time might come where the -- if there was some­
body t hat we c ould t alk to or you could talk to for us • . •. 

Yeo . 

•••••• why, it would be helpful . 

I'll find out tomorrow, Henry, and then we -- we - - I 
think that can be arranged. 

Because -- tor your information they ' re -- they're 
oont1nuoua sellers here. 

Ye a, ot course. 

~. as I say, the market takes it
1
very nicely, but there 

mi gbt oocte a time vhe.n th&J' vouldn t . 

Well, t heJ aeked me about that question about ten deye 
ago. 

Ye• · 

And I told them 
1n selling on a 

No. 

t hat I never -- I could eee no diffioultJ 
rising market. 
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And •••••• 

Then the -- the na tura.l 
to do on a talltng marke~eetion, What are they going 

Yes -- well, it'a aoat it all 
demands are at that tin;-but I'll d~~r.~1on Whet the 
tomorrow But I ' ll h get on that • ave something to aay about that 
~· ~hmatPrter ot policy in my report that I'm sending 

o H lel esident and I'll put on it ~or you as well 
as u • 

WUl you do tban 

Yeah. 

All right. Hov are you otherw~set 

I'• tine, Henry. How are things there nov, all right? 

1hey're a.ll right. I -- I think we're all right on 
tble legislation. 

You do think eot 

Yes, but I think it ' s going to take at least t hree weeks . 

Yeah. Well every - - I - - everything I had heard said it 
would take a •onth, but I think any time anything talteo 
a month novadaya it'a always very d1tt1cult. 

Yea , it isn't going to be eaoy but I - - a s tar aa a 
tallow can tell aa or today, I think u•a all right . 

Well , I'm glad ot that because that'• --that's pretty 
important a t the ninute. 

Yeah, the boee is doing nothing alee but that . 

somebody said he was quite 

U re4· 

~111 te Whe tt 

ftrecL 

No. Jo, 
i n taot, 

I waa with him yesterdaY tor lunch and he 
he ea1d he dldn 1 t have enough to dn • • 
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l!J.!Jr: 
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HP.Jr: 

X: 
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~~Jr: 

HI!Jr: 

:t: 

H!~Jr: 

lll!Jr: 

. l(: 

IDIJr : 

... ... 
HHJr: 

!{: 

HI!Jr: 

He didn't' 

No. 

(Laughs) 

- ~ -

He said -- he said, 'All I · ~ doing here ie eittln 
here and interviewing Senatore and Oongresamen ong 
t his neutrality legislation.• He said •Outside t 
that I've got nothing to do.• ' 

0 

(Laughs) Oh, my gosh! 

Whatt 

Oh, D)' golly. 

So he 's all right. 

In epite or that , I don't know where-- where we'd 
get orr ir he didn't have that diopooition. 

That 1 o right. And -- and be really is working awtul 
hard on t his neutrality t hing . 

Oh, I Judged t hat . 

Yeah. 

Well, it's very l.mporta!tt ror t he peace ot the world. 

You bet. 

~62 

All right , Henry. Well I'll get' bus)' on thi s and don't 
give it any aore concern. I'll get it lined up tor you. 

Yeah, aad ir you're sending aoce report oYer, put a 
note on i t to show it to ce. 

I ' ll -- (oonneotion bad) 

Hello. 
(Cannot understand because ot oonnootion) 

o. t. 

Regraded Unclassified



• 
K: 

HMJr: 

K: 

Hl·!Jr: 

K: 

H!!Jr: 

K: 

!C!Jr: 

X: 

H!·!Jr: 

K: 

'H!·!Jr: 

K: 

W.Jr: 

K: 

!ll!Jr: 

- 5-

Ia Johnnr Hanes there? 

I didn't hear that Joe. 

Ia Johnnf Hanes theret 

Ie Vhot 

Johnnr Hanes. 

I -- I 'm eorrr I don't get it. 

The Under-Seoretarr. 

Ie he ln the r oomt 

Yeah. 

No. 

I wae going to ask hlm about a tellov. 

No , I don't know it he' a in hla ottioe . Do you vant 
t o talk to hi mt 

K: VelJ., it he 'e -- it fOU oan ooMeet =e up 
with h1a I'd like to apeak to hla a a1nute. 

!!!(Jr: 

K: 

O: 

IIMJr: 

Vall nov, juet a oomant. Hold on a a1nute. 

All right. 

Operat or. 
It Mr. Hanee 1e in h18 ottioe Ambaeeador Kennedr vante 
to talk to him. 

0 : All. right. I ' ll get him right on. 

IIMJr: '1'h&nlt fOU o 
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HMJr: Hell o. 

Opere.tor: Mr. Frank. Go ahead. 

Jerome 
Frank: 

!llYr: 

F': 

!ll·:Jr: 

F'· 

IG!Jr: 

F': 

H!·!Jr: 

f' : 

lr.·!Jr: 

F': 

!!!·!Jr: 

F: 

F': 

F: 

Hello . 

Hello. 

Morgenthau -- Henry. 

Yea, air. 

Hov are you? 

Very good, thank you. Aren't you reeling vall? 

Ho . 

I ' m sorry to hear tha t. 

I've got catarrhal Jaundice. 

Oh, I had that once. 

What d1d you do tor it? 

Oh, you have 

Yeah. 

one school ot doctors starves you ••••• 

And the and I e.l!:!ost d1ed ot the atarvation. and 
then they -~ the other school told me to eat &a ouch 
a a I van ted t o, wh1oh vouldn' t be too much, 

Yeah. 
And then it took me about tvo veeka. 

Well , th1a Doctor Lyons, vho i l a good doctor, said 
there il nothing that I can do to help i t. It may 
be eeveral days or several veeka, so I told him I 
vae going to get myself a good veterinarian. 

(La~hs) Well, I tell you, the part -- the only part 
tbatT

1 
unpleasant about i t is you ge t a reeling ot 

lauU ude • •.••.• 
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Yeah. 

•• .... but t he unpleasant part ia when it begine to itoh. 

tlell I haven• t got there :vet. I hear t hat happens too . 

Well the onl:y - - t he onl :y thing I round that vas worth 
- - worth a damn vas alcohol with a lot or menthol in i t. 

Really? 

And the. t -- not hing else doe a you an:r good. 

'With menthol . You mean a rub-down? 

Yea, keep putting that on when it itohee, because the 
ment hol will cool it and atop the 1toh1ng. 

Did :you etay home? 

Oh, I did tor a while and th en I -- 1t doesn't make any 
d1trerenoe what :you do . 

No. 

You just don't feel like doing anythi ng . 

Yeah. Well, I got it anyway. 

(Laughs) I don't envy you. 

To keen you posted, I called up Joe ~enned1 today and 
said lJoe i sn ' t there somebody in the Sr1tish 
Oon~lll:lent' tha t knows about what Anerico.n aacur1t1ea 
are selling•t Seet 

Yea. 

You remember you and I talked ••••.•. 

Yee. 
And be said •Well I suppose there 

• •••• • about th1:Th talked to ' me about it several 
1a. • He said, ey 'I t ld them as long as 
day• ago,' anldli he osan1~ ' r1singo market everything vas 
t hey were se ng 
lovel:r. 1 
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Yea. 

So I 8aid, "Vell, that•e juet lt, but I don't vant to 
have to raise the questi on i t they etart to eell on 
a falling market. • 

Yea. 

And I said, •can•t you find out - isn't there aoo8 
person that Wa shington oan talk t o.• Se8' 

Yea. 

In 0&88 the th-ing -- before anything should happen. 

Yea. 

So he said, "You're quite right,• and ha said, "I 'll 
talk to them and find out. • And it he does let me 
knov why I'll let you knov right avay. 

Fino. You mean to have somebody here that ve could 
talk t o? 

That ' a righ t . 

Yea, that would be a very excellent idea. 

That ' s right. 

Thank you very much tor calling me. 

I t'• just eo that you knov, beoauee ••.••• 

Yea, all right . A S))lendld idea! 

'l'hank you. 

And I hope you feel -- I hope you ge t over l t very eoon. 

Thank you. Goodbye. 
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• <!:Dhttnhia dlnib l't:Si lp 
in rhrQ:itp of 1tr111 !ott 

SCHOOl 0,. LAW 

I eDClo .. horevi th a brief geoeral -... em the 
exoHe protite tu, together v1th a abort b1bllogra!>IIT 
or clieouaa1cma vr lt. The- .... prepared b7 
Carl Shoup, v1th a f w • ........,\e b7 JQ"11elf. 

Ve bne COYered the eul>Jeot ln the -t 8800nll DaDDer 
CGlT, e1nce 1 t ,... rq UZJ4ereton4 t "& that 7011 vant.d •-tblns 'br1et to reed for 7oor geoeral 1nforwat101l. 
I a aura that there .,.t be- extea.I1Ye cliocuaa1011o1 
of clitferent upecte of the exoeeo profl\e tu 1o tho 
Treae11r7 11 f1lee, aDd I ebould thlnll: that BlO\Il!ll aDd 
Tarleeu could dlg up for 1® tho JDOot ueeflll for 7aur 
purpoeee. If 70u vant Shoup or IIO'IOlf to vork em per· 
t1oular aepeoto of tho eubJect, pleeee 4o not heoltote 
to oaU on ue. 

I enJo7ed 'I'M7 llllCb oeeln& JOil the other <la7, aD4 I 
hope that ve can han another Ylllt togothar 1n the 
next .,..th or oo. I hope that Jctrl v1ll be careful to 
relax all4 r1de horoehaek aDd the llko al auoh aa poe­
elble, for I li:Dov the otraln of 7CNr <la7 1o actlrttlee 
.,.t be "llr1 sr-t. 
V1th,..... reprde, 

Boa. BOQr7 Jlorll'lllthau, Jr • 
8ooret&r7 of the Treaollr7 
Vaeblngtoo, D.C. 

Jloovell lfe61ll 
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-'"'• ettlwlr ot t.o t.eeto 11117 bo ,..e4, 

- 1 -
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(1) '!'be tU.' o P>'Otlto tor tho 7 .... 1D q~>eot1011 (oq, 

lHO) """bo ~ Yith tho protlt 1D .... 7 .... tuo4 1n tho law 

(oq, 1936) &D4 the tox th.., ~oo4 011 tho ...,..,t b7 'llll.loh the 

lS.O protlto exceed tho 1936 protlto. l! ... oo thlo llethod uooo vl>at 

ve lUJ' oall "tho protlto otaMard, • ao oont,...oted vlth tho "1Dvooto4 

oapltol otaMard, • to bo 41ocuooed under (11) below. 'l'ho protlto 

otoll4&r4 11 anltrarJ tor liTem! ,.. ..... , (1) 1936 M7 hno b-

• 8004 7e&r or a poor 7""" tor &117 P&rtlcular tU.. IDatoa~, tvo 

or throe pre-vv 7e&ro Jdabt bo takao &D4 thelr I'OOUlto averaeed. 

Or tho t&l:pqar 11161>t be glTc hlo choloo ot OOToml 7...... St.lll, 

tho •tbo4 1a llll&&ttetacto"J, &D4 grova llloreu1Jl8l7 oo .. tllle sooo 

on. (2) - tU.. Yill have ~ed 81'0&tl7 atter 1936 (oJl(.batoTor 

other bulo 7Mr 1o choeon), &D4 their total protlto 1D 1S.O, 19U, 

oto., aq be llllCh 81'0&t"" thall 1D 1938, 7ot be no more than a ~at 

retu= on the total oapl tal lD•oated, &D4 obvlouol7 not oxooaolTe. 

269 

(S) llev tlru opr1Dg up, vlth no pro-vv 7Mr to so b7. So tault.J 1o 

th1e Mtbocl tbat1 eo tar ae I • aware., DC:IDe ot tbe axce•• prot1te tuee 

placed uolulTo roU.omce cm it. 

(11) '!'be tu.'o protlto ..., bo _.-.4, not vlth the 

prottto ot &ll7 pro..,., 7oar, but vlth the -t ot oapltal 1D•eoto4, 

&D4 tho tox oan t.1wa> be appUed to that put ot tho prott to thot 

00- to be above a tair ntu= on the oapltol. 'l'hua e teir ntu= 

aiflbt bo ~ to be 8 P"" cont, &D4 11' the ooncorn ...,.. llrll1Ds 12 

·~1 • p- 0011t woul~ be troated 01 •exooooln" ac4 ll811Co J)er omt, w.~~ • ... 

taxable. 'l'hto .. tbo4 thorotoro UON tho "1DTOoted oapltol otac4ar4. • 

- 2 -
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I\ 1e----profit. lltoozl4aM, 1AMitU' &II 1t- ..... <If 

- U..t - ~\a lltoozl4aM" -t lCJC1oal13 00'1'01' - - tu-, 

- t1rM tlott .... _ ....... - ~. boat it 1e - ...... 
41ffioalt to &Dl.JI1ater. !be aoC«r\as.-t or "1D'I'Ootod 00\Jitel" 

1D'I'Ol.,.. - oc-.plex probl... !be 1ettt.,. of a fal.r rata <If 

return 11 TWJ trwbleec.e; tor tnate.nce, oonceru s.n a aMtable 

1n4ut.rJ, ,_. oh1Mo1 <If looo .... -t, oqu1t&bl3 111ovld bo 

all- a h1aUr fa1r rate <If rot1ml tlooD ...,...,. 1.11 otablo l.nolu-

tr1M, boat the 41ff.......,o bo- the - cazmot bo arrl'l'od ot v1tll 

-idCD. ~ DO IIICh all"'"""" llao bND -~. lforo ~r-

270 

tant, the ~t.1011 <If tile exact totel -t <If l.n•oo-t 1.11 a 

buolDMo vbioll l>ao saoo on for - 7 ..... , obt&1.111'18 nov oopital OD4 

retl.rt.,. ol4 oeclU'i t:r 118UIII, an4 porbap1 roortpml.& t.nc, prooonta lopl 

probl .. <If -t 41ffioult:r an4 J1011111tu~. Tbero 10 boan4 to be a 

OCDii~blo -t of CQQtro'l'lro7 on4 oubo~q.~&ont lit1pt1oc. 

c,_,., to botll ..- (prortta eton4U'4 OD4 l.n•Mtod 

oa}litol otaD4U'd) are. , .. oral other om.,... ~1-, <If 'IO!liol> ocl3 

tho .,.t illportaDt oan bo 110tod llorl. U an 1.1141'1'141>&1 """' ""' 

buoineeo that 1o .ak1Da -• profit. on4 AllOtllor buol.nMo that 11 

loot.,. -· &ball the latter bo allOIPI4 to otroot tllo foralll', 10 

that DO tex 1o ~odf u 1 b .. iMoo 11 gottt.,. ocl3 • -.ot rote 

ot rotuo r.- oaolU'it:r 1D•M-to tllot are not nec:MIIl'7 to tllo 

c 'V't ot tile bnllDMI, oball tllio -.ot rot1ml bo a•oragod Yitll 

u.. - · pronto r.- tl>o buol.nMo oporat1..,. propor, t11U l-on1'18 

- 3 -
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tho " excHoiT.,..o" oubJoct to tut Shall 1nt~ot paid to baod· 

llol~ (an4 PHferrod 41rtdeod. 1 porhape) be cloduotiblo 1n doter· 

ID1n1na protitef Shall tha hea07 louu that ca->1111 occur ai'tor 

tho vv be allOVOd ao on ottoot to tho oxoou prot1te or tha ...... 

period, thuo nocoeeitot1nf! rotunde, or lana dolq 1n CCIIIputot1on 

of tu ®of 6hall tho tu be onl.1 on "real" excooo protito, that 

io, profito that rea1n ai'tor ad.)lletaont hao boon made for a r1oo 

1n tho general lo•ol of price&? If tho tu 1o bol1nod to be a 

t-1'V7 ""'• bua1noea men are 1n®cod to open4 110007 1n w,yo -

for 1notonco, adurt181nf! • that a~q br1nf! 1n tho booef1to ~ 

later, ai'ter the tu 1o ropoalod; con thio \lll\la\lal, porhapo ooc1all.T 

vaetoflll, 1noroaao 1n buo1nooo oxpend1turoo be pro.,ontodT 6hall 

tho tu appl7 to corporat1ono ~; and 1f not, ohall faruro be 

inoludedt Thooo quootiono do not """"" that tho tu cannot be 

eucooetfllll7 IJ>q>oood; tho expor1anco of tho llorl4 liar ohovll that it 

oan be. But the lav cannot bo dnttod tp4 OM,gtod oTorntght. orul 

it met either gj.Te vide d1acrot1on to tho •dm'n"tnt'x• torsc ar 

be 4rtnm 1n sr-t deto.U. 

Both tha United Stotoo and Oroot llr1to1n uood a coal>1nlt1oo 

of the 1nTHtod capital etan4ard and tho protito ttandard. Great 

Britain put .....mat 100r0 <apbaaio on tho prof1tt ot.&Ddard than did 

tho 1Jn1tod stotoo, Wlch wood 1t ~ for 1918 and then onl1 "" "" 

option epintt tho toxPa7•r (he had to P"7 Wider vblchoTOr otandard 

th t ··-) under tha llr1t1oh tu tho toxp"70r could choooo sa•• • ao• \OGA • 

YhioheTer otandard gon thO l out tol:o 

• 4 • 
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Tbe lri tilh tax, -•te4 1A 1915, IDA tho t1n1 t.c1. st.t.e 

tax, -·te4 1A 1917, ...... both repMled 1A 1921. !Both ba4 b .... 

preo- ollortl.T b;r ue""" prot1to taxoo appl;rl.Da to lllml.tiou 

....,lltaoturera onl;r.) Tho;r vere h1sl>l1 pro4uotho; tho Alurioan tax 

;r1ol4Ad $1,600,000,000 on 1917 l.nocaeo, $2,600,000,000 on 1918 acauo, 

oM. $1,~,000,000 on 1919 l.noaaeo. In tho fln ;roan 1915-16 to 

1919-201 Oroot lritaa oolloctod noorl;r ou b1ll1co pow14a tr<a tho 

ucooo protito dl>t;r - &ppronutol;r cme-t01U'th ot her totol rocoipto 

~ both tax ODd DOD-tax reTeD!lO (DOt 1DOlu41Jl6 ~), 'l'heoo 

..,,...to retloot b1al> tax ratoo; at one tt.e "" &llOther tho;r roachod 

80 per oent 1A both COW>trioo. 

Tho !'renoh var prottto tax vu onaot.cl. l.n 1918. It ve.o l.n 

toroo lollS ...,.gh to cover protito roalhed botvoen Aueut 1, l9U 

and JWio 301 1920. Appar<mtl;r, ohio! OQI)holio vae plocod on tho 

pro!ito otanderc1 aa arrived at b;r averae1118 tho J>rof1to of tho throe 

pl'<l-vv ;r-.ro. 

A.oa6 other COW>trioo thot uaed tho oxcooo J>rofito tu 

,..... Aua~, ar-c., Jr~mear7, Ital;r, Japoll, tile llotherliDAo, Ruaoia, 

epaa, !lwit<erl&Dd oM. porto ot tho lritloh IIIQ>1 .... 

It tho 1ID1 te4 statoo oboUld b..... t.nvolvod 1.n var, tho 

rtto tu would u.o.t .,...17 be trr.o1ott'blo. pree..,... tor an IIZCOOO pro 

11o lOllS 00 tho Vllitod Stotoo oto;ro out of tho var, tho 

us-to tor an excoae profito tu are: 

- 5 -
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1. ll7 1'84uci.Jl8 the chance tor lwge pl..a.t "- 4eali.Jl8e 

Yith the :Sr1t1oh aD4 heocb, tho tax VO\Ild 1'841lco the ti.J>anc1al otako 

tbet 011r bua1De11 cone....,. w\ll.d bOYo 1n tho ouccou ot thole nat1ona 

aD4 1118bt to thet extent aooilt 1n proooni.Jl8 our neutral1t7. 

2. :87 tak1Jl8 gal..a.t thet on tho vbolo VO\Ild be abo~• tho 

lonl needed to induce 1nveotaont aD4 production, tho tax vo\ll.d 

repreoo l.nduatrr aD4 trade looa thao U.OO t 007 other tax 1ncreuo. 

ITOID 1t DO 1.ocreaeo 1n total tax reTODliOI were oeoded, the proeeed.e 

ot an excoeo prot1te tax voul.d be uoet\11 1n allov1ng tho 1'841lct1oo ot 

eorta1n other taxeo tbet tOIDd to rootrict buol..a.too. 

3. The appropr1ot1on or part or ouch prot1to 1>7 tho g<>Yero­

"""'t voul.d accord Yith the eCIIIIIIlnitr' • oanoo ot .)uot1co. 

Tho arsumanto againot tho tax ..... cb1otl7 tho d1rt1cult1oo 

or dot1n1 t1on and aclm1n1atrat1on addueod 1n oarl1or J>I800 al>on. 

- 6 -
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IPOO SH INCa T'RADiofG CO..I"o..-'TION 

SUD :5un Oardone , ChunS)<1nG • 
215 

2Utb Sopt ember 1939. 

Secretftr:y Honr:r !.lorgenthau, Jr . 
Troo eur;r Delli r tment, 
Waah1ng tcn, u.c. 
U.S.A, 

O.ar loll'. !ICJi'418nthau, 

I •~ oncloa1ng horew1tb two ~•morsode 

Wh!cb I tb1nk ... , be or interes t to you. 

Sincerely youra , 

- -00- ~r:l 
.~tt-' 

eeer rc roo 
ID_....a 

do' ,. (. 0 • 

-·-
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IM'l'IUIVIn 'lfi'!'H IIR. Y. '!'. lliAO 
276 

&unalng, ~eptember 12~, 1939. 

Mr . Kiao'e Peroonal Poo1 t1on. Mr. Niao r eported to me 

tba t he wu 1n • verr d irt icult poo1t1on and that many people 

<lid not undoratand him and that ~ waa primarn1 a buo1neu man. 

Ue teela that he 1a oba truG ted in many thing a he would like to 

<lo tor the development ot Yunnan and tor the oooporatlon or 

Yunnan and the Central Oonrnment by hla colleagu .. who ~ve 0 

much 1&11 broad v1a1on. I can very read1l7 aoe how thh can be 

entirely true aince ~tr. ~t1ao ho a been part or tho l ocal picture 

tor ,.oro . Ot Gour .. , ao a cotter ot toot hi s opinion 1a groa U7 

reapeGted. a nd the Go•ernor lalowa. that in &nJ c•• •, be auat havo 

Ur. lA1ao 1 a appro val; otbel"W1ae, he may even give up b1 • position 

•• .anaser or the new Pution Bank. 

Ill'. 111ao reported tho good rol& t1ontlh1p botw .. n tho Governor 

and tha bank a&11n8 that the Governor reopeo t o the bonk ao a 

bua1nau ora .. 1aat1on and doea not require ovordratto and •uppo.rto 

Mr. 1(1.a o wbe~••r unao.rupuloua buaineaa men attempt to ob tAin 

loan• from the bank tor projeota whiGh are t1n o.nc1ally uns ound . 

Yunnan '1'1n and American Credit . Nr.· Mi&o s tated that 

Y\mne ••• now read)' to contract 1ta tin tor 10 ,000 tono a roar 

1n return tor American ored1t to China. no opoke or the hill~> 

quallt, or the tin ao being deaired a bon other t in in the aaarlcet. 

Y\mna n Wood on. Ur. lllao indicated hie willln6110 U to 

turn 0.,.r ~ Yunna wood oll to Poo :lhlng bu t a ta ted tho t he 

woul4 llka to lceop one third or t ho tore!~ exc~nge t or Yunn an. 

I 1aopoa there ma)' be aome we7 ot ac1Ju• tlng th1 a since the 

Regraded Unclassified



211 

diacuaaioc 

tile -~ q•at1on ot foreign axcbana• a.ccruina troaa tba azport 

produota. ~ •ount ot wood oil oxpor"d tr011 Yunnan from 

lat ~17 19~8 to ~Oth Juno 19~9 waa about 3,500 tona. 

!£• Wia.o and American Cooperation. Ill' . Mho on th1a a.a 

on pra•1oua oocaa1ona again indicated hie intoroat in American 

"olmloa.l aaaiata.nc a aa well a.a American a(lu1paoent. Bo ro apondad 

ta•orabl7 to tAJ auggo a tlon ot obtaining tho aarvieea or Dr . Robart 

Pendleton now wi th tbt Siam govorlllllont tor tho purpoao or practical 

raco..endationa tor crop producta 1n Yunnan. 
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Chungj<ing, :Septoaber a4, 11139 . 

Dr. Wong c ame and had breakfaot with me and we had about 

a two houro' talk on various mattera . I wil l olaaoi!y the aa 

remark• by aubjeot. 

'!'be Europea n \7ar and Chi na. Dr. lions ia very much 

d ieoouraaed over the outbreak or the European wor aince 1t meano 

tho dieoantinuenoe ot help which Chino waa r eceiving rroa 

England. 

China and Interea l Politico. De i s ala o di ac oureged 

ove r tbe internal politics even among t ho s mall eroup of hi&he a t 

ottlc1all . I ahould juage the a 1tua t i on 1a like in te rnal 

pol1tioe in a ny country , but he like othe r o naturally ex~cta 

to find lee s or it during the period or war than 1n normal 

t1aoe. lie mentioned !)$rt1cularly the d1t! 1 cul U oa botwaen 

Dr . H. D. l\ung and T. V. Soong and the attlmpta of General Chang 

Chun , the S.oretar7- Goneral or tho Supremo De!enoe Council end 

V1oe-Prealor or China to 1ntlueneo thO Oonor a l1oa1mo wi th 

a ppoinbMntl or .. III&D1 or General Chang '• own 120 0 t o r poa1 

1n Sa.chuan province o! whl ch the Oenoral1os1mo 1s n~• Cha irman· 

It ••1 be o tatecl at this point that OoYOrnor Wang wu made to 

rodp a nd it wae ott1cially announced that Governor \fang waa 

an:dou• to go t o tbe front to tight . · That 1o presumably where 

be baa gone. 

China a nd ~orlean Exporto. Dr. "ong again oxpreaoed hio 

1ntereot 1n and hio deaire !or practical American a to aaaiot in 

the de ... lojllllnt o! lfeot China in tha tlold or agriculture, l!llning 
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I ntarYl •• w1tb U~n1ater Joug ~en-hao . 

219 
and 1n4ua tr1oa . he e ve n we nt ao t ft r • • to l A] thftt a ueh mon 

ahould con• out an4 hold def1n1to poe1t1ona 1n tho Oovomoent · 

tor dolng aotuftl work rather thAn holc..1ng th• po•l t~on or 

ad v1 aorah1p. Ho Abo s tatod thAt m•n:r Ch1no•o \IOUld bo vor'J 

happy to 110rk " 1 th ouch men nnd Yrould bo ~nop1red by tho opportun1 t7. 

I think Dr . ·long 1 • c'rrect 1n t his nna l;rsh bocnuse t ho :Punger 

Ch1neae do welco~e the opportunity of vork~ng undor nmoricans of 

e xperience !n prefe~cneo to Chtnese without similar experience . 

Dr. •l011g lndlca to.1 tl•.a t ho would bo cor~mun!o A ~"6 "~th ce lo tor 

ln regard to this catter . i:io v11..s 'lso c;u!l e plotued with my 

repor t or tho poas1b111t:r of obt•1n~"6 Aoertcan •sr~cultural 

extension non to a s ... ~ s t ln tho devolopnent ot~htnoae agr~eulture . 

He h1mnlf aug.:;oo tod a mattor I htid nlso ttouaht of ..nd that 1• 

th e uae or &Q:lO or tho Chine. POJ.tndat.1on !\Utda (AmGl'iCI\1\ Boxer 

In4e mn1 ty l'unda ) for tho br~ng! ng out of • fov1 such oxpor t o . 

-e a lso 1ndlcnted thot it Is being plnnnod tllnt I bo co:>o ono or 

th o truatae a 1n tho chongoa t<> b o n •do noxt yoor. 

China T1n. Dr, .7ong opoko of tho po .. ~bU1 tj' of 

ut111r.1ng the Xwman t!n ~~:s a bAs 1a or s !"urthtJr ered!. t rroc the 

Un1tecl States o.n<l 1nd!eeted tll,t thoro a r e only two problema 

connected thorottlth: (l) doctd1ng ho• mueb of tho crod~t obt,~nod 

woul d b e o u 1gned to ~unnan , and (2) thO c.ual1t:1 of tho t1n . 

l n thia l a tter polnt llr. ~liao 1n t nlkln& \'11th mo opoke aa though 

t h e qua l! t:r or X\111nftD t1n VIla alroAdy ouch thnt 1t ls proforrod 

i n the marl<ot nbovo other tins, but I expoct thor o 1s ol!lo polnt 

i n or. ~ong'a roolin& thnt 1n mnking any a rrnngaoont , probably 

1011• 1 ..,prov• •nt could be ...,de in tho SOlOlting and refining or 
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lllterrt .. •1 tb J>r. 10111 Wen -hao. 

U.. tl n ancl po ooibl7 1n tbe lllinl.ns •etboclo Where the labor 

oollc11 t1one ar e •o• t - ppall1ns. 

?.80 

Dr. Ions aloo opoke or Kwango1 tin • • being ent1rol:r 

cantrae>tecl ror 1n the barter arranf;.,.ent between Ruu1a anc1 

China . He opoke or the large o.mount or Chine .. proclucto go1n1 

to Ruaa1a mootl:r rrom the aaot ancl oouth or China b:r s t eamer 

anc1 that wool was tho only large export overland !rom llortbweot 

China . 

The Oenorali o o1~o . 

n~&tter e apoke ot the tine leaclerahip or tho Generol1aa1mo ond 

otatecl that he bolUvlcl there 1o no otblr men in Chino wno ooulcl 

ouoceecl 1n oo goocl l ooclerab1p oo tbo Genorol1oo1mo 1o g 1v1ng 

the Cb1neoe people . 

c :L ".:;,. :5iii 
'"' ,..,.! >:J-ll<nT 

l 
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FOO SHING TRADING CORPORATION 

Sun Sun Gardena, ChunsJ<tng. 

Secre tur7 llenr7 Uorconthau , Jr. 
Treesury Departaent, 
~n sh1ngton, .>,t;, 
u.s .A. 

Dear Ur . Uorgenthau, 

27th September 19~9 . 

I am senc11ng rou tho cont1nuat1on or 
r~ort on m, 1ntorv1ew with Dr . ~ong ~en-h&o which I ~!led 

to J OU yeotorday and two other aomor•nda, 

Bnol t 

JLBtiiC 

S1 ncore ly yours , 

J. Losa1ng .Juclt . 

~sl 
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COH'l'Il!UATIOJI OP R'!POR~ 011 I II'I'I!RVI!!I'I ':flTll 
IUJ:I S're!! ':IQ!O ':1311- IIAO 

Cbungl<t"'l , Sop tambcr 24, 1939 , 

Dr. IYonc r eported upon the eo-ora1ua t1on o r the rour Governoent 
Banks with the Oeneral1astmo aa hood. Dr. \1ong depreca ted tho 
appo1n tmon t sin eo tho Gonernlie a1mo 1o " 1\\l.U tor;r non ana knows 
l1 ttlo au out banking and oleo spoke unfavorably or Genaul Chan11 
Cbun'e port 1n o.dvlo1ng Dr . t:ung to unke sueh an appoin tment . 

AIBRICA!l 'l'RA:!SPORTA 1'10!1 !ll:SSI~U 

Chun;~k1nc , Septoaber 27, 1939. 

'.Lbe Cblneae Uoverr,cent is c1v1ng tho fw&r1can transportation 
experte every fac111 t y o.od coopor11 tint ~ttth tl:""' wholc- hoartadly 
in the sincere desire or lnprov1nr the tr&noportet1on s1t~~t1on . 

·•he U1111atr;r or Commun1c~ ttono took spec1d po1na to give these 
men a well- furnished bousa nnd left no a t one untur nod to pro•ll.de 
for their poraonol comfort. It 1e 1\ Mt'e prodie t1on t h•t the 
v1ait of thoso experts ;,111 r esult tn vory mato<•ial impro?Gment 
1n tr•noportat1on . 

Poo Shin& trucks are just bectnn~nc to bo put into operet1on 
and tbOre are a bout f1fty or siXt,/ no·• opor• tin&· lho nu:nber 
ahoultl 1uc ' eoeo b7 1\t least about t.,.nt:1 e•ch d•:! · Unfortuna tel;r, 
thero • •• a br1dge wnsbed out on the uurM, l"Oft-.1 \1hl ch 1.3 deln:tlng 
one bWl.U.cl trucks raad7 to proceed to J:unmlnll• 'h• l'ra:. cll Indo­
Cbl.na autbor1ti&a seized tblr t;-s ilt or our trucks at the t1oe t1rst 
oJld.•r• oaM through troo ?ranee tor co""W:ltmdoor·na v~r1tn1s ceMs 
or tranaportatlon. llr . Gro!'t tool: tho Clltter up vith the ?rcnch 
auU.or1 ties ond secured tba order for U:elr N leuo . 

17000 OIL 

' 
Chunr,ktrot, , :Jcptomber 27, 1939. 

The recent slump 1n tho anow1t or wood oil ahippod from . 
k a p arent l 1 caused by several f•ctors . (1) At 

g~ng J~~g ·~ere P1,., 8 beon d1tflcu1 t7 i n uourlng conmorclel trucks 
t UD traneportins wood o11 bec~use thoss c om..,orci•l t1•ucks 1n t urn 
or unable to ob~ln gasoline. (2) Another roctor .~n the 

w!~at1on which h•a no t bean statod to oo bu t ~1ch l r oor o•~ 
:. one ot U,e oauaea iS the tact ti\S t thO Oovorn::oent haS a so 
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.. 

pil'1oo wh.1oh I urderetand coc:urArctlll t..•uck~ f1ro" t oo l ow to cover 
operat1ns ooe te ln cue they carry soveno!'tent goode ln 'bo th 
41reotlona , ( 3 ) the epollage ot wood 011 on route b7 s eepa ge of 
1'8l n water l n the container; ( ~ ) the etopposo of shlpoent by the 
Pl'enoh author1tlee f r o"' Dong Tong t o Ha i phong tor a $har t period ; 
(5) the tlocxled roods 1n Kwansat. 

?83 

When I p a e aed Kunmtns in September t'ron tho 9 th to l~th , I 
found thnt the wood oil arrlvtne ln Kunm1nr, 1a botng promptly shipped 
to llalphong and thoro bos boen no •ccUMulo tlon in tho godown • • at 
the on4 of lost June . tot Chunglt1ng , tho present goaown 1s not 
very Mt1ofttetory and \11thin halt o oonth , tho ht<.ing cnpac~ty ct 
one ti-:.e "111 be ton units •• compnrod wi t! , two al prooen t . 
Ur. Orotr rooommended l aot J u ly • alto further up th;> river .. h~ch 
neceeo1tated extono1on or tho rood . '!'odo; J:r . Croft will 1nvest1Gote 
wbothar or n ot t.h1 a r ecom.oenda. t!.on \fftS carrl&d. ou~,r~c.o vh~ther 1 t 
i s atl ll pr acticable . l~ 

' \ 
ltl.l • •• v • .. l'•:,;* • · •·•-••••• .. --. ...... 
R':'lftll fl . .... ··· · ·• •••---..._ " 

•:n" u. i c:nrnn1ner tr•rnw , "'·-J'('! • oP_..rt 
•• '·• " ..-.)'16"·-

\

.... ' • ,.J.\'Y" ... 

ol\- ,., \; '';)() 
~£,~1 I 

.,.~-~ 
\~;~ 
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