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Chill& 
llala.ria Cooltro1s 

Parran auggesta aurvq of situation; tells llli.Jr ot 
immediate need of quinine - 10/3/39·· ······ · •••••• 

a) J'DR approves ilcllut t' s rooommerulation for 
appropriation - 10/3/39 ••• ••••••••••••••••••• 

1) W r discuaaea at 9•30 ...,eting -
10/4/39· •••••••• •• •••••••••••••••••••••• 

2) RMJr informa Cben- 10/4/39 •• •••••• •••• • 
Transportation expe.rto il'O"P arrives •••••••••••••••• 
Additional 1oe.n to Chinas 

a) Cben center s wtth Hl!.Jr, llanos, 1\ltite, 
and Cotton- 10/4/ 39 •••••••••• • •••••• • • • ••••• • 

b) ilemorandu= concerning ••••• •••••• •••••••••••••• 
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Attorney General before consulting Poley• discussed 
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Public Rcalth Service 
Prevention or Epide~es appropriation: FOR author izes 

iloNutt to take charge- 10/3/39····· · ················· 
a) Wo!lutt "eouenda allceatioo tor aurv.., en 

malaria control in Cbina; ?DR approvoa ••••••••••• 

Roes, Rellio Ta,.loo 
See !!a toh Act 

"a.r CoDd.itiODI 
Australi a: 
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British Government arranges for purehaaea of syrpluaos 
of moat prillary products; plana to arrana.e f or sW.e 

or AuotrallAD wool to United States- 10/4/39 ••••••• 

Balgilllll: 
National Bonlc 1nquiree of Federal Reserve aa to !aport 

gold point for belgaa- 10/4/39 •• • ••••••••• • •••••• •• 

~uaineoo oit uatian tor week onding 9/30/39: 
Raa s ••o r&J>duB. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• ••• 

Canada (securities); See War Conditions- Great Britain 

Credits to Be1l1£erents (Section 3 ot lleut.rality Act): 
See oar ConditiOD& - lloutrality Act 

1'1nanc1nf, Governccts 
Refunding• Opinion of oaoh odvioor requested- l0/2/J9 •• 

a) Kennedy consulted ••••••• •• ••••••••••••• •• •••••• •••• 
b) llcoles • •••••••••••••••••••••••••••••••••• 

c) s ·urjeas • . .......•.......•............. 0 0 •• 

d) Jones • •••••••••••••••••••••••••.••• . •••• 

Rotunding postponed one week; Harr1aon diSAppoint ed -
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War Condl tion11 - ( ContiJmed) 
Soot Page 

Foreicn ao....,....t.e, Account. tor (in CO"'-tion 
with p.IJ'<:huin&) I 

HIIJr uks Harrieon to set up u Adlr1nietration 
policy- 10/3/39 •••• ••• ••••••• ••• •••••••••••• 215 175 

Oenuny: 
Stan4etul Agre-.>t: Hanee reporte on what St.te 

Oepartunt .,..,..,.. w1ll probably ba - 10/3/39 •• • 
a) State Department's answer - 10/3/39• ••• • •• 

l) Discussed at 9:30 n.eting - 10/4/39 •• 
2) Hanes and Rovenslcy confer - 10/4/39 •• 

Roichabank etatemente o! 8/31 and 9/30 reviewed 
b:y .t.Derican ~sy, Berlin - 10/4/39 • •••••• • • • 

Schacht, Hjalloar: !!hereabouts reported b:y State 
Department- 10/4/39 ••••••••••.•••••••••••••••• 

Oov..,_.t ilond llarket: 
CU.rront Devclopa~DDts 1 Haas 1118:10randwl - 10/3/39 •• 

Greet Brltein: 
See &lao 'liar Conditions: Australia; India - SU•er 

Polley 
Financial and ecoD<Xllic lite tranatorllecl b:y 

inquieition of Ooverm:>ent controle: Butterworth 
memo~- l0/4/)9 • ••• • •••••• •••• • • ••• ••••••• •• 

Canadian securities: Disposal of b:y Dr1 tiah 
resident• reported on b:y Butterworth - 10/4/39 ••• 

I ndlao 
Conference on embargo laid dO'IIl'O on i.alport.e o! sUver -

10/2/39 ...•.. . . ...•••••.•..•.•..•. 0 •••••• 0 ••• ••• • • 

a) P1nsent and li!.Ur confer concc.rninc British 
embargo - 10/3/)9 ••• ••••••••••••••••••••••••• 

1) BUtterworth intormed • • • • •••••••••••••••• 
2) HWJr and Pittman conter • •• • •• •••• •• ••• • • 

Latin AJ:Ierica: 
J>anpa conference: Text of resolution on econaoic 
coopera~on as approYed - 10/2/)9 • ••••• • • • •••• •••• 

lleutral.U.Y Acto 
Credite to 8el.lige,..,t.e (9<>-<lq Cl.ouae): 

a) HliJr-FIE COD'feroation concernina - 10/1/39 • • ••• 
b) Conference at 1111Jr 1e hoeeJ presento HliJr, 

Linae:y, Bematein, Hanes, llhite, Fole7, Viner, 
Do.eratek.Y (Co-ree) - Sunda.Y, 10/1/)9 ....... . 

o) Pinel r\:"af'tr Credits to Bel.l1cenmts •.• • .•• •••• 
d) Neither Johnson Act nor provisions of lleutralit.Y 

Act reLating to sald.ng of loans and extMaion of 
credit to belllgerant countries applies to 
Governant or .n:y agency thereof: Tre&eur.Y rulin& 
in ,..,1ch Attorney o-ral baa concurred -
10/2/)9 • ••• •• •• •• • ••••• • ••••••••••••••• • •••• •• ••• 

Pittun• o 1nquiriee concernin~ Johnoon Act: 
Foley meaoran~- 10/4/)9•• ••••••• • ••••• ••• • ••••• 

a) Cqpy sent to FDR - 10/4/)9•••• • • •• • •••• •• •••• 
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War CoDCiit.iOM - (Contim>od) 
l'ol.aDcll 

- • - ( Contim>ed) 

Ohenge 1n o:lgnat"re tor I'Ol.ioh Nation-.1 Bank 
di~C~~saed by Cochran with L1vaaay, ICDoke, et 
c•~- 10/2/39• • •• •••• • • • •••••••••••••••• • 215 

a) State Department's notitioat.ion to 
Tre&BUry - 10/2/39 • •• •• ••• •• •••.•••••• • 

b) State Department's aMOuna-nt ot 
continued recognition o! Polish Oovern=ent -
10/ 2/)9 •• • . • •.•••••.. • • . ••••• ••••••••••••• 

o) !!IIJr discue ... s situation wl.th ~itt ..... 
d) American l!Abusy, Parh, reports on 

si~ation •....•........................... 
Oeralan pJ..ana tor absorption• report ot American 

Eab&ssy, Berlin - 10/J/)9 •••••••••• •• ••••• ••••• 
PUI.'aan, Key (Senator ) : See 'iiar Conditions -

Neutral1 ty !et 
Purc.'wlin& W.ssions: 

See lfar CoDCiitiona - Foreign OovernMDts, Accounts 
for (in conneetion wl.th pu-e.'wlin;!) 

Ship lloYOIII8lltSI 

O.rman 11mbassy warns American ships not to sipag 
or they Q.8;f be .U.stakan for belligerent ohipe -
10/2/39 •• ••• ••• ••• • •• ••••••••••••••••••••••••..•• 

Silvera See War Conditions - India 
Strategic. ~111: llaterialaa 

Qaaoli.ne" II!.IJr aaks !or stud.y by Puleo ton, ViDor, 
1\bite, et cetera, whicb he could take to \<bite 
llouee - 10/4/39·· .... .. ....•.. . .. .. .• • • • • • • .. • • • • 

Surplua CollllVJd.l.ties: See War Cond1tions - llool 
u .s .s.a., 

Amtore discussed by lldison and !!IIJr - l 0/3/J9 • •• ••• 
Wool• 

See also iiar CoDCiitiooa - .lllatralia 
Stevens colla on liLIJr; liiiJr ults Agricultare to 

1nterY1ew- 10/2/39•••• • • • •••••••••••••••••••••• • 
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leptamb&r 21, 11ee 

Report of HK,Jr'a oonvereation with Preaident 
(on preparation of material tor lay Pittman on (l) whether 
the oredit olauae in the oaeh and oarry plan was contrary 
to Johnaon Aot and (2) extension of 9Q-d&y oredita,l ie 
filed in the apeoial folder in eafe of conversa tions with 
the President • 
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Prteept l 

laJI4Q . Ootober 1, 1830 

"p .. 

(At hONtar)' 1 e ho•, ) 

liz'. L1Toe•J 
llr. Berneteln 
liz'. Ranee 
Dr. WIUh 
llr. I>OMratilkJ' (~roe De~t•nt) 
lire. lloJ'P.ftthau 
llr. FoleJ( at end of ••U~) 

f'tnHt~l (Befare group oa• in) le7 Pitt:Mn 
do .. no~ow ere 1t originated. (0<>-daJ olauee in 
the leutral1t7 loot.) Be~•• h i went down to ••• 
leator George, who wae workiug with State i n drafU~ 
th11, ud I aU:ed hla to tell • quioltl7 eo•th1ng about 
the h1etOl'J of th1e th1ng. He eald , •I ou•t. I found 
1t t heN when I went to t he firet anUng. • So I eald, 
0 Waul4 roa oall up Ie7 Plttaan a nd find oat troa h1a lf 
he .bon' &117th1ng about the b&oJtcroWidf 0 Bo oalled 
PUt-.a all4 he ea1d u . ... troa the Bouee. I doa1 t 
!mow wbo lntroduoed 1t in the aou... Loolte lllte. troa 
the Ooncr11eiooal Reoord, thet Blooa lntroduoed 1t, bat 
the ltah DI~Mnt bae &II idea BMaoe ~oa aa the 
father of u. lo the eooalled Yoorble &MJI4Mnt wh1oh 
aa the OM ohallpd. ~t •e t&lt1J1C aar froa the 
hoea161Dt the 1'141bt of dltii'II1D1ng wbln bl ehould ie-
a DntralltJ ~Uoa. !hat •e 1D hotloa 1 of 
the loot, about wh1oh I •e aaltinc th1e aarniDC• llllt 
lt would be 1at1Net1ng to know who put that lD· 

haator George told • allo that JohDeon M4 
OOM blfoN the O~tteo all4 1&14 that tble ~loular 
proYleloa ... ln oonfllot with the Johneon loot &lid he 
... golnc to eo etato on the noor. It ien't eo. 
lowe haYe hnator Jotmaon u a wUMee agllnat h1•elf. 

J!Laa Dld JOU tell that to O.ar .. t 

4 
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lr• "'f": Y11. I llhowed Oeorp t he State 
Depan•nt re ea.. 1:1 111M when the Attc:n~e)' General 
gan the ruling on the Jobneon Aot wh i oh clearl)' ehowe 
t hat the 1nierpretat1on Jcbnecn hal on th11 11 not 
rilbt · 

It 11&7 haYe bien a obanp reoo-n:\ed t o the 
001111ttee aDd Bl-, ae Oba1rllan, endoreld 1t. lfe 
ltnow U c ... to the Senate b)' W&7 of the Houee. 

Pereonall7, 
blleineu go out. 
our etan4Po1nt • 
.. nte, ien' t itt 

I would Juet a e eoon eee the whole 
I don't think it 11 ~tant tra­
It' 1 COIIPletelJ confined t o Gonrn-

(At th11 point, Dr. White, Mr. Bernetein, Dr. 
Ylner and Mr . Lineey - in.) 

!!£. L1n~r: I p1cltld up thll telell'a•, which 
co..e in etr1ot confidential t o t he Preddent, Sec­
retary of State and Secretary of !reaeur,.. 

JUlt rl '1'banlt )'OU • I will put U in m;y pooltet 
and rea later. 

low, to get down to th11 'blll1nua. 
get t h11 1n two p1ecee, waen 1t It 

I wu to 

(8ernete1n banded thl Becretar)' a draft and HK,Jr 
1\IGIItld that 8ernete1n read it out loud.) 

leneteip: ( reading) 

"ORIIII!S !'0 BELLIOCBIII!S. 

08ecuon 7 of thl Senate neutral1t)' bill relatee 
t o f i nancial traneactione w1th belligerent•• It oon­
tinutl the enet1ng pr<n'idooe of thl neutral1" etatute 
which proh1b1te the .. u._ ot lCIIUie to bell1prente and 
pereone acting therefor. It 11 aleo to be noted thet 
the eneUng neutral1t7 law authorhu the Pru1dent, 
when bt f1nde 1t in thl 1ntereet of tbt United Statu, 
to ID~~Pt troa th1e prohibition "ordinary co-ro1al 
orlditl aD4 lhort-tera obliptione in aid of lepl tran•­
aotlone and of a obaNOter oueto-.ril7 ulld in n~ 

5 
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•peacetime co~rcial traneactione.' The Senate Commit­
tee apparentlJ felt that thie proYieion could be etrength­
ened, without eacritici~ Aariean i nter .. t, b7 limt1ng 
t he dieoretion of the Preeident and b7 confining to a 
more l i.tted oategorr the peraieeible forme ot ehort-tera 
commer c ial oredite. AocordinglJ, the Senate bill pro-
Yid .. that the ehort-tel'll co .. ercial credite 11&1 not be 
t or a period 110re than 90 d&7e without Nnewal, and aleo 
that if anr belligerent or person acting therefor default• 
on any auch 90-4&7 oredit, no further commercial credit 
may be extended; and th1rdl7, the bill adde the require­
ment that the Preeident report to Congreee e•er1 eix monthe 
tull information ae to each commercial credit which hae 
thue bean permitted.• 

HK.Jr: I take it thie. 11 a aemorandlut to tbe Pre a-
ldent. 

J!r. Barnetein: In the nature of a memorandwa from 
rou to the Preeident. 

HK.Jr: And tor hia to do what he wanta with it. 

llr. Bernatein: 
the form of law which 
General. 

!bat'& right. It'• part of it in 
might properly come fro• the Attorney 

Dr. Viner: On thia first paragrapb, you &87 °Aooor4-
inglJ', the Senator bill prortdee that the ahort-tena co­
meNial. ored1te 11&1 not be t or a period acre than 90 d.IQ'a 
without renewal.' And ehall not be renewablef 

l4r Btrneto1~: An¥ particular credit cannot be re­
newed. i ban uee the poeeibly ambiguoue language of 
the etatute. A alight aab1guitJ in the etatute, which 
11181 be cured if it wae taken up with the Committee. 

(Kr. &ernete1n reeuaed reading.) 

"It h tbue ent1rel)' clear that the power to extend 
abort-term coameroial ored1te to belligel"'nte hae beea a 
part of the neutralit)' law oontinuouelJ' einoe Febru&r)', 
1~, and that the onlJ' ohar.gee which the Senate bUl 
Mkee 1n the ex1et1ng law are in tha direction of turther 
reetriotion of tha pel'llieeible ehort-tera oo ... roial ored­
Ue. 
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"It haa bean urged that the proviaion tor abort­
tara ooameroial oredita to belligerent• i a inoonaiatent 
with the Johnson Aot of lliM, 1e the ~ning wedge 1n the 
granting of loan a to belllgerente, and 1a a departure 
troa the oaah-and- oarry t heot'7 whloh baa heretofore been 
embodied in the Meutralit7 Aot. I think that an exaaln­
atlon of 1be Johneon Aot and the Meutrallty Aot wUl ahow 
theae oritioiema to be unfounded. 

JOHNSON AQT. 

"The Johneon Aot provided in part ae tollowsl 

'That hereafter it shall be unlawful 
within the United Statea or any place 
aubJeot t o the Jurisdiction of the 
United Statea for any person to pur­
abase or aell the bonda, aeourltiea, 
or other obligati ons of, aft7 foreign 
government or political aubdiviaion 
thereof or any organization or asaooi­
at1on aot1ng for or on behalf of a 
f oreign government or politioal aub­
dlviaion thereof, iaeu~d after the 
paeaage of thia Aot, or to -.ke an7 
loan to auoh foreign government, po­
litioal aubdiviaion, organization, or 
auoo1at1on, exoept a renewal or ad­

Juat .. nt of u:1ating indebtedneu -,.bile 
euoh governaent, political aubdiviaion, 
organization, or aaaooiation, ia in de­
fault in the p&¥ment of ita obl18ation, 
or any part thereof, to the Oover~nt 
ot the United Stat ... • • • ' 

"Within a few weeka after the paaaare ot.~ .Johnaon 
Aot a nuaber ot problema aroae neoealltating the interpre­
tation ot.t~t atatue. On April 27, lGM a oonterenoe waa 
held at the !rea.ury Depart .. nt attended b7 Senator Johnaon, 
the Attorney General, the Seoretarr o f State , the Seoretarr 
ot the !reaaury and a nuaber ot oCher ott1o1ala ot t he Stat' 
Treaaury and Juat1oe Depart•nte. During the oonterenoe, 
Senator Johnaon ..... asked 1t he thOU8ht that the atatute 
applled to auoh ever7-4&7 oo-roial i.JultruHnta ae t1 .. 
draft a, bankere1 aooeptanoee, eta. 8t01tor Jol!non atat t4 

l 
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414 not think that the 
&liT woh IIIIJintr and 

8 

oon,fer .. ncll that tha 
tiat 4raftt, aooeptanoee, 

eto., taPlOJed in oo:nn4to1;1con with ordin&rJ o-rolal 
tranaaotlone. Attaohed 11 a oop7 of the ••oran• of 
tha oonftrenoe 'llh1oh 1a in the !rtatU17 Departaent fUtt. 1 

Pt. n'er: 11&7 I eugeet "It alto ~ptared to 
be tha rt: .. o the .aSJ11r partioipante. 

llr• Btrpettipl I 414 not want to leaYI out lleJW.tor 
Jotmeon. 

Pt. 'HI: But JOU u:t Senator Jotmeon 1 etate4 ~t 
b.t 414 not t that the etatuh oould be interpreted in 
&1Q' euoh IIIIJIDerf and then JOU go on at if he "re not a 
partioipant. 1!h1t new Htae t o ha'f't been eb.artd b7 tha 
other partio1pante. 1 

lr• ~rneStinl !he prior etattaent of Jobneon •• 
U nt not ~1ntenUon, tto. !hen enrrb047 ea1d that 
the etatute 414 not applJ, !han ha epeo1fitt tiae 4rafte, 
aooeptanoee, tto. 

Pt. Ttuf: In other wordt, the eeoond Hntenot 1e 
euppoetd to no lade Bena!ior Jobneon. Couldn1 t JOU u:t 
1 1nolu41ng Senator Johnton•t 

11£. Btmett1pl •o trouble at all to taJ Sbat;, 

llr· ltrpdtip: (re-4 reading) 

1
0. tha ·- 41¥

1 
- !ib.at 11, tba ·- 4a7 at tha 

oonftreDOI •• 1~ State Dtpartatnt 1t1Ued thl follow1ng 
Pl'lll rtltaHI 

1&nqu11'ill ha'f't bttn rtot1ftd at tilt 
DtpartMD!i of &tate at to whether the 
.lot of Oongrtll apiii'Oftd April U, 1836, 
to prohibit t1nano1al traneaoUone w1Ul 
foreip so•ernaente 1n default on tb.t1r 
oblip.Uone to tha Un1tt4 Btatte ,appl1 .. 
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•to ordinary oo.meroial 1 aooeptanoe a 
or ti .. drafta, 1 auoh •• are uaed b7 
foreign gonrn~~~ente t o finanoa the 
current requ1re~~ente of their embaa-
11 .. and oonaulatea in the United 
8tatea. 

' The Department of 8tate and the Attorney 
General are in &8l'Bement that euoh in­
etruaente do not conetitute 1 cbligationa' 
within tbe puryin of the Aot. 

' Certain other queetiona that h&Ye been 
preeented regarding the interpretation 
of the Aot are under conaiderstion.• 

•on May 5, 19M, in reepon .. to a requeat f'rom the 
8eoretary of 8tate, tbe Attorney GeMral rendered an opin­
ion on a number of queationa relating t o the Johneon Aot . 
The Attorney General in hie opinion dated May 5, 19M, 
etated in part as followal 

"(2) To what t~pee of traneaotiona doee 
the Aot appJ.7f 

1Tbe 0011111t tea Report. (8. Rept.20 and 
HouH Rept. 974, 7M Gong.) reoue that 
the bill waa introduced f ollOWing an in­
.. atigation b7 the 8enate Oo.mittee on 
Finance and t he re•al ation therein that 
1billiona of .dollara of .. our1t1ea -
offr.-ed for &ale t o t he Aller1oan people ' 
nre o.erdue and unpaid; that aome of 
theae 'foreign bond• and obligationa••• 
were aold b7 the Aaerioan finano1ere to 
ll&lte outrageoualy high profit.' ; and 
atat ed a purpoee 'to pre•ent a reour­
renoe of the praoUoea whioh nre ahown 
by the inYeatigation to be little leaa 
than a fraud upon the Aller1oan peopleW 

:~o~et~~ ~~~70~ri=~~~~n:"1~~ in 

1Th1a, I think, ie ind1oati•e of a pur-
poee to deal with auoh 1bonda 1 and 1 aeourit1ea' 

9 
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•ot Uke nature, ~••l"rl.nc tbt rule ot 
tJr.ps e"nts.- tbat h, ~UpUont 
eu at t 11 w oh had bien lolA to tbt 
._ll'ioall publ1o to Nill 8011117 tor the 
ue of the fort1p SO'l'll'ftMfttl illu111C 
tbta - not oontelll)lat1nc tores.n olll'l'lno;r, 
poe tal aone:r O!'den , dratte, olieoke aJW1 
other ord1NU7 aide to bank~ and o-1"­
o1al traneaotione, wbioh are obligation•' 
iD a broad ttnlt bui not 1n the een11 in­
tendld. It WU obnOUilJ BOt tht puJ'POII 
ot the Concre11 to dhoont11Ut all o-l"­
o1al relatione with the defaulting oountr1ee. • 

••• 
14) be the Aot applJ to aooeptanoe or 

UM dra1'Set• 

1!b1t qu.,UOD appeare to be lllff1o1•tl:r 
antwlred bJ the oo .. ente under Queetion 
•o. 2, eupra. It appeare proper to add, 
bowtnr, tbat 111oh tranuot1on1 -t be 
oonduottd 1n good faUb, 1n order to be 
within tbl law, aftd DOt at •re eullter­
tu«-• to o11'01W'Nnt 1t1 PllJ'POII• 1 

10 

'In other worde , !~~~~~~~~~:~~~~~~~ 
tbl Jwuu~n Aat prohibit' 

to oOYAiriee~n dtfaulitt=~~~~~~~!J~~~~~~~~ 
quoted 1n a State DeP&r* .. nt preee relaaee dated 
wb1oh alto 1noludtd tbt etat ... nt tbat the State 

•:~::~::O~~~d 1n the .t.Uorne:r General' 1 1nterpre.t1on 
the J .lot. VnqueeUonablJ tble opinion bee beiD 

rel1td upon '111 Mltr1ou we1J1111 1nttreete 111 their o-r­
o1al traneaoUone w1 th a.ttaulUnc oOWISI'111 and· P,reoee 
aoun3pn Sbt1r btlalf. !o t8T ibt leaet 1t wou.ld bt 11Utrl1 
unta1r and 1111)¥'0J)Ir at tble late date to oonetrue the Johlltoa 
.lot U uklng illegal thOII tbOl't-tii'B SrantaOt10BI aadt 
anllable t o detaulunc go......-nte 1D oonneouon nth othll"­
w1tt pel'll1etable trade and oo-ro1al traneaotlOill• 1 

!be next part dull nth the ••utral1tr .t.os. 

Regraded Unclassified



-8-

.!!!L.!!l: I Let 1 
I j UU •H a 111 DU te • 

t o rain •111 queeuont 

11 

thllo 
aarltlt 

Dk;V1pfl I bad one qu .. uon, eo I w1ll undere•and 
de &!Ut1ng oountr1ee 41d not noat bonda 1n thh 

on wh1oh there nre b1g loea ... 

r••••••d!!£:;-l~~~lJ~ I hlte 1t that o~t .aet be ad-
d; ohneon and the Oongre11. 

pr. V1ger: It doea not bear on th1t 1nterpretat1on, 
but the7 got oonfu11d. 

!!r· hmah1n: I oan anewer that quuuon •• 1io what 
happened. J'Ohiilon7 • or1g1nal plan waa not to applJ to Go•­
ernMnt• 1n default on Go.erDJUnt obl1gat1on•, but to Go•ern­
Mnh 1n default to AMr1oan nat1onale, wh1oh would reall7 
haft h1t the oountr1 .. he wanted to deal w1th, ll&llelJ: 
South Aar1oa, but the7 appe.ren1i1J talked h1a out of the 
latcer ph&•• an4 bad t .. th1ng aa ap1tt againat war-d.lbt 
oountr1••· 

o,lt. 

~· ''flll''t"' !he reuon wt quote the h1at0t7 1 froa 
a laW)'er• pol( o •11w, 1a to thow tiM tJl)t of obl.taa'Uona 
thl7 art tallt1ng al>out , 11&111171 eo• Of the bondt tliat the 
bankt 1n thh oountr, noated and not t1• 4Nftl and banker•' 
aooeptanoe•· 

~~ AU r1ght. 

lr. hrylf1gl (re-d read1ng) 

Jlmr!W.Ift At1f 

1 In J'tbl'llal'J, l~M oo,.re .. 1n aMn41ng the 
then ex1at1ng leutral1t7 Aot 1nolud.ld tiM 
following pro.1e1ont 

1 810o lao .. M.II' the fNI 1Mnt 
8ball han 1 .. ued hla p<I"'iilaaaUon 
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•ae pro•ided f or in eeotion l of this 
Aot, it shall thereafter during the 
period or the war be unlawful for all,)' 
person within the United States to pur­
chase, sell, or exchange bond&, eeour1-
ties, or other obliga tiona of the govern­
ment of an7 belligerent oountry , or of 
any politioal aubd1•iaion thereof, or 
or any person aoting tor or on behalf 
of auoh go•ernmente, issued after the 
date of auoh prool&ll8tion, or to aalte 
all,)' loan or extend all,)' to 
auoh or pe 

12 

"It will be noted that this provision, wh1oh haa been t he law 
linoe February 19:56, apeoifioally authorized the President to 
permit ehort- term ordinary commercial loans to belligerents 
and pereone aot1ng therefor;- The debate in Congress reveale 
no reeling that this provision was inooneiatent or in oonfliot 
w1th the prorteion or the Johnson Aot. The •iew of Congreu 
wae quite the contrary. The House report on this prorte1on 
in the 1936 amendment etated: 

.. • • It is the law now under the 
Johnson Aot that it 111 unlawful to 
eell bonds, seour1tiee, eto., in th1e 
oountry of all,)' foreign country that 
is in default of ite indebtedneee to 
the United States. Thie oo.ere moat 
of the greater powere in lurope. Thie 
eeot1on, howa•er, goee .uoh further and 
makee it unlawful, ae before etated, to 
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1all bel11pi'U\ oouatrt... lo.r, tblre 
h a pro'l11101l 1n thla .. ouoa that 1t 
the Pr .. l .. at ahall t11111 that woh ao­
Uoa wUl ael"ft to protaot tbl ......... 
o1al 01' otblr latereata ot tbl Ullita4 
Stat .. 01' ita uUonala, bl ~, 1n h1a 
41aoret1oa, aacl to auob extant ancl IIJicler 
Rob ragulat1oa aa he -., preaorllle, ex­
oept tl'oa tbl oparat1oa ot th1e .. oUOD 
ord1DaJ7 oo-1'01&1 ored1 ta anc1 abort­
tara obUgat1oaa 1a aiel of lasal tNA­
UOD& ancl ot a oh&Notar ouat~U~ uaa4 
1a 1101'11&1 paaoetlM oo1r 11'01&1 tranaao­
Uona. ftwre h alao another paoo'l1a1oa 
that t h1a aeoUon cto .. not app~ to re­
newal or a4JuatMnt of 1Dclabte4a .. a whloh 
-., anet on the elate ot tbl l'raaldent'• 
J111'001aaat10D. !he onl 7 cthoreuoa st.,..a 
tbl l'raaldent uncle!' th1e aeot1oa 1a 1a 
ret ... noe t o woh ore41ta uaa4 1n noraal 
p-u .. oo-o1al tranaaoUoaa. 1 

"Ooncr••• I&Dderatoocl th1a pr0\'h1on 1n t he leutroal1t)' Aot t o ha.,.. the e- etteot aa tbl pi'0'\'1a1ona ot t he Jabnaon 
Aot, 11aae~, t o prohibit tbl aale of bonda ancl a1111l.a1' ee• 
ouru1 .. 1n th1e ooun\II'J• a,. apeo1t1oall)' proh1b1t1ns 1n t he leutral1t)' Aot t bl extana1on of •..,. oroe41t1 (whlah 
worda 4o n ot appear 1n the J<lbrlaon Aot ) Oonsn•• &JISI&Nftt~ 1nten4e4, 1a the leutN11t7 Aot, to prob1b1t nea ahol't­
tera ooaaeroo1al ol'841t a unlet• the Proee14ent felt that 1t 
-• 1n t he pgbl1o 1nteroeet to pei'Dlt eb.ol't-tera o-roo1al Ol'e41ta , 1n whloh enat, w oh oroe4Ua oou14 be extea4e4 t o bell.1geroeata.• 

.!f• {'Mrl I aholtld Ulte t o ohanp that J>&Z'ICI'Phe 'feii'J o ua Ds• • I ahollld aka the f11'8t aentenoe roea4 1 0oncr'ea1 1ataa4a4 bl th1a proT1110D to go be70114 tbl leu­
trall'r Aot aiFI4 1'81\l'lot o .... ro1al Ol'e41ta eubJeot to the 
41aoret1oa ot the Proea1dent t o peaat thea 1n apeo1t1o oa•••· • Ia othero w01'4a, I wOilld ake olearo that •..,. ora41t1 takea 
th1a out of the olaa1 of the J<lbrleoa Aot, 1aatea4 of dl'awla« a puoallel to the Joha&oa Aot. I woald a&:/ th1a dellbei'OU~ 
"at lle)'oad the J<lbrlaoa Aot aa4 pai'D1\ta4 ora41tl .OJeot to 
tbl 411oraUoa of the haa1deat. 

13 
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Mr· Btrp!lttinl I think 1t would M ~tter to ttah 

1t tbat wa:r' 

Jl!ldlsl Xou tt111 haft • oontllttds 
Aot •• liltbat the propottd lawf 

pr, 't'11!1rl ao. bitting law. 

~~ &x1tting law. 87 tptoifioallJ prohibiting 

in the J'iiii""""N11t7 Aot extention of &117 ol'tdU, nob04J oould 

ntn gh'e tbta a ~da:t ol't41t unlttt the Pret i dtnt iuued 

a proollll&t1onf 

pr. Yiger: fbat1 a r18bt. 

14 

~~ But then tbeJ drew ~ attention to tbt faot -· 

414n1 t that pbaN of t ht Aot tXPil'l in Apr11 f 

llr:i: ~pettipl llo. Jot that. 'l'be phatt that ex­

pired in pr •t that prortt1on wbioh relate" to tranefer 

of titl e to goodt. !bat wat the oath•an4-o&rrJ prorleion 

that txPired 1n April • 

.!!l..l£: B7 taJ1ng 11J17 ore41t1 th1t thing would ... 

oould th-lt be 1nttrprettd that the Jeutral1t7 Aot atttapttd 

to <»fine a eo 4a:t !1'141t u a ore41tf 

lr· Btmett1p: I think th18 Aot , • , •• 

P·l!rL Ia talking bert, 7011 people are going to ta:t 

a ~da:t orecut 1t outf Dolt that inolude 1 a117 -41U1 
• 

lr· Btpeeips I thinlt that 11 the point .mioh 11 

being retoln 1'1, troa a ltpl point of Yiew. 'l'wo arsu· 

Mnte. You oan arcu• tither that the twa 1 &117 ore41t" 

Mtllt •• what it dott to ae •• aDJthing other than aotual 

Ohh. 1f1pe out tl'erJthing. But p1'1 tht Prttidtnt the 

autbor1 t7 to pC'IIi t tbort•tll'll ore41 tt. 'l'be other lll;r of 

arguiJII it b7 1&117 orectu• the7 did not aean to 1noludt 

thort•ttra ored1tt beoautt tbat1 1 equal t o oath and tht 

prortto wat on1J put 111 for oauth1a. 

!ll..,lra Bu.t Jutt for ae, who it onlJ a faratr boJ, 

I don' t--.r&iii both tidetl I want an opinion. 
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!!r, Btrnllit1ps !bat' 1 what I alilitiiiJ)litd to rift, 

Btf"lrs AN JOU gi Y1Jig tht op1a1on ia Chat 
peregrap 

!!£, 8tm!lt1p: !bat' 1 right. Oa Chat perUoular 
point. 

Dr, 'fin!i IIJ', 8trlllttin inttrprttl that pro­
Yitioa at a pr bition oa the txttntion ot tYen tbort­
ttra ooamercial ortdite, and the quttliicn that il in 
ccntroyertJ it whether thort-tera ortditt are caeh in 
the crdinary utage, 

B. II, Jr: Dott that paragraph de tint i lit 11aJ I 
read that again -- well, that paragraph t&Jt it. Doet 
it to JOUT 

Dr· 'fiper: Yet, I ~ tht latt ttntenct 111t 

H,JI,Jrs ltll, it that t&Jt that in that paragraph, 
do you aean here that a 90-da,r credit it a thort-ttra 
credit? The anner it )'tt. 

Dr· Y~ne~ And it prohibited under the lleuliralitY 
Act unlete t~ etident aaket epeoitic exception. !hali1 t 
~ opinion. 

liz:. BtrnaStin: Yea. 

Pr. n~s I _, 111 I th1Jik it it the onlJ •t• 
poeit1on to t • 

Mr· Do•z:eru: !bat would not be coat1etent with 
our 11111aorandua, our aemorandua talttt it up troa the 
ordin&rJ coiDIIIro1al uaage. In ordintl')' ooaerc1al uttgt 
1li would not be, 

Pr. !hUt: When JOU 1&7 • our atmorandua• I aa 
going lio diMttoo1alit IQ'ttlt with u. It' t a quttlilon 
ot uatgt. 

J!r, 'f1nu: •o •tter wbali the Ol'diD&rJ tltO-ro1al 
uatgt a&J be , liht law 1111 "&nJ ortdili • I would batt 
to bt 1n lib& pot1t1on ot Pitt-a or the httident 111iiiC 
that thart-litra ortdili 1tn' t &nJ crtdU. 

:!.5 
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H. K.Jr: Will the General Counee1e office and the Attorney~neral be togethert 

Mr• Bervetein: I think eo beoauee the preeence ot the worde,anr credit• in the Meutral ity Act , which 
doee not appear in the Johnson Act. The Jchnaon Act 
refer• to eale of bonds or making ol anr loane. 

H.M. Jr: Ie th1e the eame aa tbie aorn1ng on 
thie th1ngf 

l!r. Bernete1n: I have changed it a little bit. Kr. Viner raised a question and to eliminate an7 doubt 
I have rephraeed it, but I think the point I made tb11 morning f undamentally 11 the eaae thing. !he argu•nt 
I aade in ~ .. morandua, on the point of attempting 
to reconcile extenaion of ehort-term ored1te with the 
eo-called ordinary concept of oaeh-and-oarry,and .1n 
the oommon parle people would eay that a 90-d&7 ored1t 
11 ao IIIIIch 11lr.e oaeh •• not to warrant anr diffe.rent treataent than 1f it were a etra1ght oalh traneaot1on. 'l'bat avoide the difficult pr oblea of 117ing that aoae­
thing ia cash that ien't o&eh. 

pr. !bite: Moreover, in Juetioe to him, I ea1d 
the laet two pages should not be regarded ae a memorandum t o you, but eoaething for Pittaan to uae. 

H.H.Jr: It a peraon lende money t or one day, to ae that1 e credit. 

Mr· Do~trate~i: fhat'e perfectly true, but on the other hand you know perteotly well that in thie 
country there wal a diapoeition not to give Ruea1a any 
credit to apeak of on the part of private exportere. 
But at the eaae Ume tor the l aet -- I ehould e17 t or 
the laet aix monthl or year, the Ruae1an Government •• 
regularly getting either ~· and to.rde the end •s 4'7•· !bat w.e not coneidered giving the Ruae1an Government oredit. 

llj· Viner: Until :!0 d&ye ~~go it •• cuetomary to fi" ngltah iaportere ~-90 4&71 and now they don t giTe thea that. If you were to au an .boer1oan 
bow he treated with England , be would 117 on a oaeb 
bade. 

J?r, !h1tJ: No, be'• getting paid before band now. 

16 
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Dr. Viner: What Mr . Bernet eln b doing here it 
he'• tr7ing to interpret what Oongrees Deant b7 the 
etatute. Congreee may not haYe known the looee ueage 
ot bue1neeemen and when Oongreee eaid , •any oredit• 
I think he would have to haYe pretty oonolueiYe evi­
dence that "&n¥ credit• meant on17 oert&ln kinde ot 
ored1t. He'• not interpreting here what bueineaamen 
maan by a term but what bue1neeemen aooept. 

~· Bernatein: I eaid there were two reaeon~ 
·~ I tought the Attorney General would agree with 
.... One, t here are t heee worde "&n¥ ored1t 0 wh1oh 
appear in t he Neutr&lit7 Aot which do not appear in 

17 

the John eon Aot ; two , ooneider the purpoeee ot the 
etatut e . Johneon tried to put an end to the sale ot 
bond• 1n the Aller1can IIIU'Icet. The Neutr&lit7 Act 1e 
try ing to preeerYe t hit country in a etate ot eeour1t7, 
a nd, i n order to preeerYe that e tate ot eeour1t7 , we 
want not onl¥ perhape t o retrain trom bu71ng their 
bonde , but to retrain troa haYing aD¥ t1nancial 1n­
tereet in it that might undermine our peace and eeouritJ. 
They go on t o &&7, howeYer, in the prov1eo that it the 
Pret1dent thinke 1t1 e all right to h&Ye abort-term 
ore41ta he oan do it, but un1eee he doee it the7 
wipe every t hing out. 

H.U.Jr: I t'• clear t o me at t o the language, 
what the l anguage meant. 

Itt. Bernttein : I think t here h an art in, 
1n1ierpret1ng etatut e. You look at the language a nd 
&leo at the i ntent a nd I think obYioual¥ the Attornf1Y 
General did that in the Johneon Aot. He ..ent back to 
the intent. I th1.nlt lt he did llallarl¥ under the 
Neutrallt¥ let he would t1nd a eoaewhat d1tterent 
intent , and when he oa 1111 t o oonetrue the word a lO&llt 
and obllgatlone and add t o that oredi t, he would lllalte 
1t enep1ng, 1&7lng Congreee intended it t o be ••••P­
ing to 1nolude ehort-tera ore41tt becauee it delegated 
t o the Pru1dent the power t o lltt t hat eweep1ng power 
and l1tt it to the extent ot ehor t-term oredite. 
for the purpoee ot the whole program we were dieoueeing 
thit morning howeYer, there it nothing I 1a7 here dif­
f erent fro• what I tald thie aorning on the legal point, 
but I do think thoee two eentenoee ehould be changed 
the •&¥ Dr. Viner auggeeted. 

H. Jl, Jr: O.E. 
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(llr. Bernatein r .. u .. d r .. 4ing:) 
1Jio ohallge na -.de in thia prOTidon of tM .. utral1t7 
Aot when tha Jlautralitr Aot waa otherw1 .... aDded 1n li37. 
'lhan the neutraUt7 l~elat1on waa ooneidered 1JI tl» Houae 
of RepreaentatiYea laat JulJ 1t waa propoaad to olrou.­
aoriba further tM PreddentJa power to pel'lll t abort-tara 
ooaaarolal oredita to balllgerenta bJ li . .tting auoh oradita 
to iO da78 without renenl, and to requtre the Prealdant 
t o .aka per1o4io reporta to Oongreae of auoh tranaaot1ona. 'l'Maa li.t tationa on the exiaUng atatutCil'J prOTiaion ara 
1noluded in tM Senate bill, and in ad41t1on thereto tha 
Senate bill prohibita further 110-da)' oredita if a belli­
gerent defaulta on prior 110-daJ oredita giYan to 1t. 1 

(llr. 1oler oa .. in at thia point.) 

~· Vintr: On rour laat aantenoe 1theae liaitationa •-• wou dn 1 t 1t ba better to a&J •at t1» 41eoretion of tha Preddent? 

Mr· Btrntt!1n: It it ian 1 t olaar that that 1 • what 
1a •ant. 

l)r, V1n•t;_ It maltu the point .. want to uke. 
lCour point 1a r t thia bill 1a not inorauing the powers 
of the Prea1dent: it' a further reatr1ot1ng thea. 

llr• Bemft'tn: '!'ben we'll a&J 1tl»aa l1aitat1ona on tha powers o t e Preaident 1 eto. 

'l'hia paragraph I haYe on a new page: 
1If anr 1noonaiatanor exiata bet .. en the abort-tara oradit 
proYiaion and tM ao-oallad oaab-8114-o&rrJ olauaa , tbat 
1noona1ateno)' waa not 1Jitroduoed liJ the praaant bill, 
but bu exiatad in tha neutra.l1t7 law for ••••ral reara. 
1\artheraore, u ahould be noted that the -oalld ouh­
&114-oarrJ PJ"OT1aion .. rel7 "'luired that the A..rioaa 
aallar oo-.platalT 41Yeat hi .. elf of title in the goode 
eol4 and that non-Aaerioan ahlpa oarr7 the goode to tM 
belligerent , an4 did not require tha aotual pa)'aent of 
aoaer to tha Aaerioan nn4or before the goode lan tM 
oountl'7 . !M PI'O'f181on of the nautralit)' aot aar aon 
appropriatal)' ba oallad 1 t ranatar or title an4 o&r1'71 

inatead or 1 oaab-and-o&I"J'7. • It thia ia the oorreot 
interpretation or the oaeh~and-o&rl'1 prOT1eion, than 
there ia no inooneietenor bat .. an 1t and the abort-tera 
ora&1t proYia1on.• 

Regraded Unclassified



• 

Pt'. !1pef: I '" thil paragraph t or the firat ti,.. , but I wou d aa)' here t hat the peraon who readt 
thia will ha~e t o know that Neutrality Aot yery well in order to underetand it. I think ;rou ought to gin 
t he oaeh-and- carr;r proYia1on. You aee, thle 1a the 
t1rat reference to thla. 

~· ~rnett~n: Ot oour" if th1a h a memorandum to the ~ea~ent t ere will be no better informed peraon 
at to what it meant. 

pr. ~iner : Bt a&T want to g1~e t hi t out. 

H. M.Jr: !be way we are , it I got a call i n the next t wo houra , I would han to g1Ye ~ t bh in the 
t orm ot a me1110randum t o IQ'I!lf a nd not to Senator 
Pittman. We are not ready. I hope be doee not call me. 

Pr. L1yeaex: You concentrat e on the ~endor. 
It that i nterpretation ot the law or Hrely a etatehl!nt 
tbat in ita terma it doea not require oaah because by inter pretation you find it ~ery hard to eay a man who 
hat told goode and baa not been paid t or them hae any 
title to them. 

Mt· Bernate1n: I t hink it 1e correct 1n both aenaea, ot b by expreae terma and I think b7 action 
ot l aw. It doea not require actual paJ'ID!nt. 

llr. Poll!ratak1: Pou not that etatement mean 
it a ~endor wante t o eurrende r title without getting 
oath imllldiately, but ha~ing to wait aay , ~ or 90 
daye , t hen it would not be agai net the l&wT 

llr. Berpetf1n: !bat' a the poi nt I am maki ng. You oan completely d1~eet youraalf of title of gOOde and rely aolely on the general ored1t ot the purohaaer. 

H.K.J{: I think if you're goi ng t o do thia 
la1t thi ng 1 ought to be about t hree pag" 1natead ot one. I think you ahould do 1t. You han t oo web 
oondtnead here in half a page. "It any inoona1atano)' entta between the ahort-tel'll ortd1t proT1a1on• -
ot wb&tt "And the •o-oallad oaeh-and-oarry clauae• ot whatT 1Tbat i noonei 1tenoy wa• not introduced b7 
the preaent bi ll , but hat tx11ttd in the neutrality 
l aw t or aenral year a. 1 I think you are auddenl;r 
JuJIII)ing i nto t he aoat 1JIII)or tant thing ~ it 1a 
worthy of a couple of pagea. 

19 
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if• o!tfer: U bad to be lonpr eo I oan follow 
1t andw aq aleo that 1t depende Juet bow thie 
M-alldu• h goillg to be ue-.1 whether thU 1a ra1eing 
a neoeeeary ieeue. 

fo· lhlte: 1'111 ;you •nt the Preddent to han 
euoh a ong •••orandu•7 

H.K.Jr: What haTe ;you done here! lCou ban done 
two thing• bere. lCou han explained what thh oredlt 
to belligerent. 1a under the Johneon Act. 'rbat the 
Johneon Aot ie not in oonfllot. 'rhen ;you go on to the 
next pllaae, the lleutral1t;y Act, and I take it what ;you 
are doing 1a to ehow that the blll - - ;you explain the 
prooeu b;y wh1oh the bill -- ;you define what a oredlt 
1a and finally it got down to the point where ;you can 
onlJ' extend 90-da;y oredlt proTided 1t1 e paid for eaoh 
tiM. 

!!z:· Btrnetein: 'rhat1 e right. 

H.K.Jr: And thoee are the two thinga. You 
ha"n' t 1dd an;yth1ng about title. lCou 1uddenl;y 
Ju•p into IO .. thlng alee. If there il a third thing 
I thlnlt it .ught to be done, 1f it1 1 i~rtant. It 
1hould be done aa wall aa theee two pha1ee. I thlnlt 
the;y han been done extre1118l)' wall. 

•<J 

.Or. Viner: I would tTen do it one, two, three. 

BtK,Jr: Oefinltel;y, and i1 the third thing 
U~Portan enough? 

Or, T1ptr: I don't lalow. 

B,K,Jr: Bow about the lltate Oepart .. nt. 

ft~npz: I don't ell that 1t h definltelJ' 
inTOlTI re. You are haT1ng an a£SUMnt with 
eOMbod)' el .. 11 the111 and ;you don't ltaow quite what 
the thet1e hs 

!f· Bt~tl1p: I think " are t11Ung there 
with wbA wen read in the papere. llluggeet that 
1t •1 auddelll;y alippad OTer on the publio, the 110-
da;y oredlt. ror 7e&rl we han talltee about oaah­
an4-oarr;y and noor wa ban 110-4&)' ored1t. llloond, 
tba;y 8&7 it' a utterl;y 1noona!ftent tith the oaah­
an4-oarr;y prn1a1ona, with the other oaab-an4-oarr;y 
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the 
proTitiona ot the law. I th1Dk/ t1rat part an ... rt 
Jobnaon' • point. !'hit thing hat bean in the law tar 
three reara and what we are t17ing to do now 1e l1mt 
the Preatdent1 a ditoretlon. !'he laat paragraph that 
I put on a aeparate page 1a an ettort to nplain that 
there 1e no real 1noonataten07 between the ehort-tet'll 
oredit and the tranater ot title and oarrr wh1oh I 
think it what wat intended b7 the Neutralit7 Aot. 

HPM.Jr: In the requett that Mr. Hull had troa 
Senatar ittaan, did he aak t or that part ot it? 

Mr. Lineey: No , not that I know ot. It didn't 
ooee to •· 

it. 
H. M. J r : I think tor the U• being I would ekip 

pr. Viner: I would &&1 akip 1t but prepare 
toeethlng. 

H.M. Jr: HaTe lt read7 tor tomorrow but tor to­
night tkip it. Johnnr? 

Mr. Hanes: Yet, I would le&Te 1t out. 

H.M.Jr: Aa to title? 

Mr. Hanu: Yea. 

B.M.Jr: Shall we atop here and then go on to 
what rou eoonoaiete haTe? 

~· !bite; !he queet1on 1t whether prohibition 
ot thor -tera ored1ta t o belligerent gon~enta would 
haTe a reatriot1Te etteot on our export trade; 1n 
other worda, 1t the7 knooked that prortalon out. 

21 

(Reading) 1 I n new ot the oondiUone uDder whioh 
the bell1gerenta will be purohaa1ng euppl1ea, 1t it l1kel7 
that our trade &l)l Ut b!ll1Cef'1 paUoH woul.d be onl7 
d11htl7 le .. than it we grante i • pr1Tr tge ot ahort­
tera t1nano1ng. Belligerent goTe~tnte will keep their 
purohat .. troa the United 8tat .. to the mn1.ua pott1ble 
tor the ttteot1Te oonduot ot war, 1nat.uoh at the7 are 
eager to oontene at mob ot their toreign u:ohangt u 
potalble. 
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•on the other hand, the prohibition may proYe 
to be a handicap to American exPortere eelling in 
neutral countries. Thie il true beoauee the pro­
hibition on the extension ot credits would apply not 
only to the government ot a belligerent countr y or 
political eub-d1v1eion thereot

1 
but also to •any per­

eon acting for or on behalf ot such government. The 
American business man may be unable to ascertain whether 
a prospective purchaser located, let ua laJ, in Sweden, 
ie or 1e not acting on behalf ot a belligerent govp,rn­
ment . It because or th1a uncertainty the American ex­
porter will sell to the person in Sweden only it payment 
in cash ie aade bet oro the goods leaves thie count ry , 
the Amerioanr may be unable to sell ae much ae he could 
it he eold on ahort - terg credit t erma. To argue that 
the American busineae man should extend the ordinary 
commercial credits unleae he knows that the pereon t o 
whom be ie selling is aot1ng on behalf ot a belligerent 
government ie to aek the American under t he ex1st1ng 
proviaione ot the statute to run the riek or very eub­
stant1al criminal and o1vil penalties. Were abort-term 
commercial credi ts to be extended to belligerents as 
well as to non-belligerente, the American exporter will 
be able to sell his goods on the short-term credit beeia 
without being required to determine at hie own r iek 
whether or not the purohaae8 i s acting on behalf ot e 
belli gerent. 

"There are differences ot opinion with respect 
to t he net etteot the failure to extend ehort- term ooa~­
mercial credits to belligerents would have on ou.r trade 
with neutral oountriea. In order tor the trade to be 
reduced it would be necessary to have an exporter be 
afraid in the t1rst place that the foreign purct.aaer 
might be acting as an agent tor a belligerent govern­
~ent and, 1n t he second place, the tore1gn purchaser 
would purohnae the goode eleewbere, or not purchase thea 
at all, if he could not get credit trom t he AID8r1oan ex­
perter. Doubtless there would be some transactions loet 
through th1e combination ot oircumatanoea, but how great 
that l ose would be ia uncertain.• 

Dr. !b1te: It is our opinion t hat the reduction 
in trade arieing trom thie tear on t he part ot buaineae 
men would be emall in our trade w1th Latin America, but 
might be 11gn1t1oant in trade wi tb European neutral e. 

22 
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It'• not a good Job. We oan do it oYer in an 
hour. Wake it intelligble. But I don't quite ••• 
whJ U 1 

• up to ue wbat the etteot oil trade would be. 
In rq opinion, I thinlt Mr. ~tsq would a«J'Ie with 
11e the wa)' 1t 1e etated. I don ' t ltnow bow Jlr, Lineey 
teell. 

!If• Linen: Apparently that'• about what oan 
be eaid neotar ae it oon .. rne trade with bell1gerente. 
You don't find &J17 opinion except that trade will be out 
down. Thare are going to out down. They are going to 
a~eaau.re wbat they bUJ with wbat they oan ~· Therefore 
you reduce thie thing to the etteot etteot ca 1111ltral 
trade and I i~~agine that that will mon udar 10 8&117 
reetriotione that tbie additional reetr1otion or danger 
that the Amerioan trader might poea1bl7 loee hie oueto .. r, 
beoauee be can't g1Ye tbam thie ordinary aoooauaodat1on, 
to ao .. other •uPPlhr that 1t 11 not nry large. So 
when it oo•a down t o a oonclueion, tbare ie no bea'f7-
n1ght ar~nt againet e1Jiiply withdrawing the pri"Yllege. 

~~ I~ee, Oongreee e"Yidently doee not bold 
that eame Y1ew and if they are going to adYanoe the Yiew 
that it M.Y be harmful to our neutrale, particularly 
South America, I would Tery oatoh want a Mcorandum. 

llr• L1Yfler: I don't ltnow what your oontaote were. 

~: Only with Jlr, Domeratall. 

~· Doweratekil Trade with neutrale ehould be oon­
ei4ere4 rom a different atandpo1nt troa trade with bellig-
ll'l&te. In the tiret place, trade with neutral• 1118ht 
atteot a a1ob larger nu.ber ot bul1.nel8 •n in th11 country in aore or lees moderate o1rouaetanoee , people who perbape 
would not be in pod t1on to do aloh trade with blll1gel'lnte. 
People who haye been trading with Latin A.erioa and haTe 
oontaotl and connection• there, if they were to be out ott 
troa that trade by that threat aga1net e:rteneion, I thinlt 
in a W&1 it would be 1101'1 harmful and out ot proportion to the actual -.-nt inYolTe4, aotual trade inTOl.Ted, beo.aall 
you haYe to thinlt 1n tel'IU of trade oonneot10ftl and trade 
ueage &lid &leo tbe tact that aany A.er1oan buliftlll MD 
teel that the Mdiua-li&ld balineu Mn doee not get ae 
-oh attention ae the big bulinen •n• J'roa a poUUoal angle I thinlt that il a factor which ebould be oonl1481'1d• 
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Dr• !h1Sf1 In other worda, you feel that it 
they haYe to ae 1 tor oaah to aoae ot their cuetomera 
that they will loae aome buaineea and they will want 
to aell tor oaah becauae they sight be afraid that 1t 
S&7 be going to Oeraan.J or England or rranoe. 

llr. Doser~a)ty: Certa1nl7. 
risk t hey wouldYe to take. 

!he additional 

Dr. Viperl I aee another angle to it and that 
ie that ••en it a relasation of that eort were desirable 
or persiaeion ot oredita, I would suoh rather eee it 
forced on the Adm1niatration than aee the Administration 
paee it through Congreee. 

Hll.Jr: See what torcedt 

Dr. Viner: Th1a perm1aaion ot oredita. The 
charge that J ohnaon ia going t o sake 1a tt.at th1a h 
an attempt to e•ade reatriotiona that Congreas has tried 
to impose. It bueineaa men feel they are going to ba 
atrongly hurt by thaae proYieione, let them go to Congreae 
and demand that Congreaa put it in, rather than hie JeoP­
ardizing his whole neutrality bill. 

Hll.Jr: !he point Hanea made, which I think ie 
IIUch more i.-portent than that, and that h that tonight 
llr. Rooaenlt OUght to make up h1a adnd that he wanta t o 
tight tor th1e thing and at1ok by 1 t, or throw it ewer­
board, but one or the other, and that either it ia worth 
fighting tor and tifht tor 1t or 1t ia not, and tell 
Pittman 'I Juat don t giYe a damn; let it go.• That'• 
what I am attempting to do and let him make up hie mind. 
I would like to gin h1a a nry oaretul tactual and legal 
opinion. He can sake up hie own mind. 

pr. !h1tel The hesitancy I han in giving him 
anything with reapeot to trade ia you are going to gin 
him a ~~emorandua that it 1e or it hn 1 t going to attaot 
trade very muoh and whatever our oonolueion would be 1t 
ia an eetimate , a gueea, and eoMbody troa eo• other 
Department 118¥ give a different view and aome bueineaa 
un 118¥ gin a diffe rent Yiew and we are bardl.y 1n a 
poeition to prOWl our point , to deaonatrate it through 
reaaoning, and I don 1 t ue ~ we ahould 80 on record. 
It' a a ratter ot Judgment. 

24 
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HM.Jr: I am eurpriaed to hear Li•eeey eay it1 e 
not important. 

!!r, L1naey: !'hey oalled IN into a meeting i n 
the Seoretary 1 a office yeeterday. I t old t hea then I 
did not think it wae important. I called up Groa•enor 
Jonee , head of the Finance Di•1aion of Commerce, and 
put the question t o him point blank, 1 Ho. important would 
1t be t o eliminate that proviso from Section 3 of the pres­
ent Act? • He eaidl 1 I don't think it would be important 
a t all 1

1 and said, I have just written a me morandum eay-
1ng so and sent it to the Secretary of Commerce.• He 
eaye no person, e ven an American bus1neee man~ i s taking 
any chance i n extending credit over there. Tney are de­
cand1ng cash and 1f they undertake a piece ot work which 
takea acme time to complete , the7 want a letter of credit , 
which i s caeb, drawn on an American bank eo he oan get 
hie money, They want a letter o f credit eatabl iabed now 
although 1t II8.Y take t our months t o deliver t he goode and 
under or dinary praotioe they deliver the goode a nd g1•e 
them 65 days ' time, beoauee that happens to have been the 
trade practice in shipping heavy maohinet7 to Great Britain. 

I went in t his a fter noon a nd t old him t hat e1noe 
yeeterday I have been oanvaeeing all around and tried to 
get somebody who wouild aay ' I am an authority on this' and 
practically every man I spoke t o that claimed to be an 
authority on tble , during the oourae of the con•eraation 
wi tbout any i nquit7 on my part, be • olunteered t he opini on 
that be did not thlnk t hia whole thing wae •ery important 
froa a practical point ot •lew. 

Dr, !h1te: Let the State Department aay it. 

KW.Jr: You told him that tb1e afternoont 

Mr• Liyeaex: I told hlm that thle a fternoon. 

Mr• Domtratl~l Do t hey diet1nguieh between bel­
l i gerent and neutral 

!!r, Lnues:, Ko, Laat ni.gbt I called up until 
my arm got tired ld1ng the telephone to 11tf ear , talking 
to theae different people. Long talke. Let t hem talk 
along, They all voluntee~d, dur1.ng th11 general eurnr 
o f the thing, that it did not look worth while. 

'; · ~ '· . 
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Jllldr: I think llr. IIOMrabkJ Mlr.ea a "1'7 
good po1"iit,'"""" I oan ate h1a point. Boae fellow wbo 
.., haYe a t& ,OOO or 110,000 order tor tOJ• .... 

!lr. Hepte : 

It£. !bi~ll 

HI: a Hanlll 

It ia not atteoted under thia. 

But he 111ght tear ••• • 

fh1a ia loana to neutral Goyeru.nta. 

~f· !hUI! Or their agent.. !he point 1e, th1a aan ael 118 to eden a uall bill of goode a1ght be 
atra14 the parUou.lar aan he' • aellill8 to a7 turn out 
to be ._ agent ot one of the belUgerente, and, therefore, he will be afraid to eell on 110 daya and w1ll de-.Dd oaah, 
and, 4eaandill8 oaeh, he will loae hia buaineaa. 

HM,Jr: Probabl¥ aorap budneu. 

!r. Do•mtU.xt Another el .. ent. I agree wUh 
Fred L1nae:r that aa th1118• are at preunt -- we ha<re aeen 

26 

a large nuaber of oablea .mere people want to ohange agenoi• 
eapeo1all1 for Latin Aaeri .. , or where ther are 1n great 
need tor oertain auppliea, an4 in .anr ouea ther aar ther are willill8 to giYe an iJ"NYooable letter of oredlt. !hat' a 
perteotl¥ true. &ney bua1neea aan 1a probabl:r th1nk1118 
that the onl;r ate wa:r to aell ia good oaah. But, after 
all, it ia poeaible that 1n a taw .ontha it .., oball8e; 
that aanr ot thea a1ght want to looaen up on ahort tera 
oredU to Latin A8erioan oountr1ea; .., alao happen .tbat 
eo.. of the Latin Aaerioan oountriea aar not haYe enough 
foreign u:ohange ore4it, but thar are beg1nnin« to benefit 
troa high prio" wh1oh the 'R1' will br1118 about for aoae 
of their produota and .anr people who are th1nlt1.ng 1n tno .. 
of diYeraion of trade in Latin Aaerioa u belllgerenta ot 
the United Stat .. are thinlti118 ot the neoeeaU:r of abo~"\ 
tara oredit. 

1 if· Vi,art !hat a1ght aeet that pointt '!hat tbt proh1bi on o oredita ahall be appUoallla to belllgerenta or their agenta in belligerent oOWitriea or in th1a oOWitrt• • 

Mr. Bemateipt !bat won't aat1at7 Mr. Johnaon. 

!ll!.allt Jo, !hen :rau Juat inrtte t he Geraana to 
open an ageno:r. 
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Dr . lhite: Xou have to have t wo oon41t1one 
pr esent in order to l ose trade: (a) The exporter 
has to be eo afrai d that the fellow he is aelling 
goods to 111gbt be an agent that he would rather lose 
the sale, and (b) it he is a tra1d that the prospective 
purchaser will not accept cash te1'111s. And when you 
cone1der all the t actore I think the t otal amount ot 
trade that might be lost ia probably noi large. 

Mr. Domeratski: That's possible, but I surely 
make the poi nt that the amount ot importance t o be 
a ttached to it may not be the amount ot trade involved. 

Dr. White: Exporters and bankers will make a 
great deal ot th.i a. ' We know t his ie losing a lot ot 
buaineee. Xou eay you are not. • They will say, ' How 
the deYil do you know'T In the 111det ot war , this 
country has an oppor tunity t o build up a short- term 
and accep tance business. This will hamper t hat. 

HY, Jr: That ' s not i mportant. We mentioned this 
morning, and I don ' t want to forget a nd I lay great 
stress on t h is, that there should be a one-page, one­
l ine me morandum to the President that the export-Import 
Bank should be e xemp t ed trom all thia. We agreed on 
that thie morning. On a separate page. 

Kr• l9lez: To show that it isn't a change. 
The existing situation ian't changed. 

HY.Jr: Yea. I don't know. The Stabili%ation 
Fund, ca n we make a loan aga1nat the Chinese currencyt 

Mr. Foley: Sure. 

HY.Jr: I don ' t know. 

Dr. !h1tt: It is at present def ined in this bill; 
Just as it 11 in the Neutrality Bill. 

l!r. Bernstein: No change on that. 

Mr. Live t eY: The President hat to remember that 
only a month ago he ieauee a proclamation. 

z:r 
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Mr• DQ!!rateki: I belieYe in D.r. Viner'• 
etrateD, that the preullJ'e !hould co• h'oa Congreu. 
I belieYe it would be 1111oh better if preu\lJ'e tor 
relazat1on ebould come trom eoae buelneee aen rather 
than the Preeident. 

HM,Jr: Tbat ' e all rigbt. 

Dr; !hit!l In other worde if he ftnted to pu!h 
it underittman'• door and aay, luee it,• Juet eo you 
don't know where 1t oame troa. 

IDl,J.r: You tblnlt we are together on the two 
tb1nge , the Johnson Aot and interpretati on of wbat ie 
a oredltt 

Mr . LiYeeey: Yea. 

HwfJr: !hen we will be tult11ling at least 
etriot ly reaeury bue1neee ae tar ae our obligations 
might go. 

l!r· Lineer: !he Secretary of State ltnon you 
are going oYer the~. I auppoee he expecte to be call ed 
i n aore or leas. He conte~lated that. 

HII.Jr: Just a 111nutel Mr. Hull eugguted that 
I get in t ouch with the Preeldent on a ccount of hle 
cold and rather than go h1aaelt be would phone the 
Preeldent. That wae our oon.areat1on. 

28 

Mr• LiYeeer: The real queetion wblob I aentloned ••••• 
' 

!Dl,Jr: I want you t o know I aa going to eee the 
Preeident at Mr. Hull '• euggeetion. 

lk· Liyuu: The ' real quuuon 11h1ob I ban troa 
Mr. Hull 1! wbether t o tight t or the retention of the 
preeent reY1e1on ae drafted, or t o let it go , or to glYe 
it a pueb. !bat ia, the ada1nietrat1on a1gbt bold banda 
ott or the adain1etrat1on alght eat to Pittaan, 'We 
don't want to get tb1e thing tied up with thie aatter 
towh1oh we attaoh no real iaportanoe. 1 I imagine lfr, 
Hull will be ..zoh intereeted in getting eoae deo1!1on 
on tbat, beoauee I wae call ed in t here tor a dieouee1on 
wbloh had been going on and there they were, apparentlY 
they bad been going through that. 
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• .lll..dJ:: X. Berle 1n townT 

lr· L1uux: Yea • 

.!ll.dr. How dou he feel on th1tT I 414n' t know 
be wat 1n town. 

Mr· L1nau: He hal not 111&41 h1aeelf Dr7 a ot1Ye 
on the th1ag, bat I thS.nlt he hae that .... o:P1n1on, that 
1t 11 not worth while. 48 a •tter of faot, he gan 
that op1n1on aore or le .. otthand t h e other 4q. Coas.ng 
troll a Mets.ng he ea1d ae far •• be oould eee tbere ... 
no S.aporta noe t oth1e . 

Hll.J r : !hat the ~ ore41t 11 not 1aportantT 

!lr. L~: Y11, the whole prorteo. 
qu .. uon of ored1te 11 not 1aportant . 

'1'he whole 

Dr. !bite : It 11 not 1aportant 1f 1t 11 1n or outT 

Mr· L1yeeer: Hot 1aporta nt 1f 1t 11 out. 

~: I gathered troaa Mr. Hull th1e morn1ng he 
doee no~ee WS.th you. 

Mr· L1nar: I epealt only f or _,,elf and WS.thout 
queet1on about ~ Serle. He had not profeeeed to haYI 
etu41e4 1t. 

t old 
1f 1t 

I think Mzo , Hull 11 euppoee4 to ban 
that hi 41d not t h1nlt 1t wae 1IIJ)Ortant 

pr. !bite: !bat 11 , he d1d not oare 1f 1t wae 
taken out . 

,. Bernetein: rro .. the faoh .. 4tnlope4 here 
we ban obnt on ooll1ag 1n to the aeeUng and eay1ng 
th11 11 oontrann1ag 1:he Jobneon Aot • 

.!!a,d: We ban Johlleon oold on t b h . 

Df. Wb1fe: Do JOU feel 1t aakee 1117 d1fferenoe 
1f th11t out 

l!r. Ranee: If you lean out 1 1117 ore41 te• • 
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It I bad ~thing to do about doing the Job, I would 
atrilte out or extending &ftJ (ll'ed1te1 j lean the language 
Juet the 'lfaJ" it ia with thoee wol'da a'l:rilten. !ben go on 
to '•DJ goYernmenta or pol1t1oal aubd1Yia1ona 1 , and then 
atrilte the reet ot the paragraph. I am looll:ing at thia 
politically to appeaae Jobneon beoauae Johnaon ia -.king 
a tight on tbia proYiao beoauae it oontraYenea tl'om tb1a 
point on the interpretation given the Jobnaon Aot by the 
Departaent of Juetioe in 19~; in other worda, that 
interpretat ion of the Jobnaon Aot ataya aa hie interpre­
tation and bolde good. !ben we would be oona1atent. 

11r. ! hlte : In other wol'de, you would prefer not 
to aee tbh outf 

30 

!lr. Ranee: I would prefer not to aee tb1a reetr1ot1~ 
I think 1t would be unfortunate 1t we got a d.itterent law 
on the atatut e boOka interpreting the Jobneon Aot any 
different tl'oa the aanner the Attorney General interpre-
ted it 1n 1936. 

pr, !bite: Do :you tbinlt 1 t would be an eoonoaio 
loee or a political one? 

Mr· H&nae: Both. PoliticallY I t hink 1t would be 
an 1~oea1ble situation and eoonoaicall:r I think it would be 

Dr. !bite: Then you do think it 1e important? inJur1oua 

wol'da. 
Mr· H&nea: I think it ia important to delete thoae 

Mr· Doaeratets: But it the Preaident oonaidera it 
1111)ortant and Coogreu doe a not, then tbe:y can co• baclt 
and ea:r it :rou think it 1e 110re i.portant to foreign trade , 
wb;r don't eaberraaa the ada1n1atrat1on. 

~::~;:~~~~ !bet' a wb;r I na 1nteNated 1n learning the 
co---·--• oular part of the bill. n 1an' t b1a. 

put thia 1n, but th1e aaendaent -• an ... ~nt 
eubaltted b:r Blooa, an ... ndaent apparentl:r handed to b1a 
ey eoMbod)' alae and be agr81d. It waa added in the House 
8111. The Pru1dent bad nothi.ng to do with putting the 
reetr1ot1on 1n. I therefore take 1t the Prea1dent would 
Juat ae eoon take 1t out. I ebouldn1 t like to aee tbl 
Pree1dent aake a tight to keep t hia in the bill beoauae 
I think it puta b1a in an iapoeaible poait1on pol1tioall;r. 
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Mr. Domerattki: I 
cour1e if it ia i~ortant 
bably bring pressure when 

would agree with you and of 
to export trade they will pro­
it gett to t he House. 

H•,Jr: Have they expreeeed any opinion? 

will. 
Mr. Domeratek1: I haven't aeen any yet but they 

Dr . White: They will because the bankers will be 
the spearhead and will eay nobody can sell on credit 
because if this is eliminated bankere wil l lose from 
3 t o 10 million doll are and, conf ined t o t he New York 
banltt would loee the bulk of it in ditcounts. John , 
by a emall revision you a re ahowi ng how to leave that 

:!1 

in without appeari ng to do eo, but I am taking the 
euence of the olauee, the eaaenoe of the difficulty , 
from an economic poi nt of Yiew. Shall yw. perm1t ex­
porta on short-term credits to belligerent countriee 
or ahal l you not7 The way t he pr oYie1on ia now without 
the President's O.K. you can't; on the other hand, if 
you take it out you can. If you take 1t out altogether 
you can't export goods to belligerent countries on short­
t erm credits. In that event the New York banks will 
lose a million dol l a rs potent i ally. 

Kr· Hanes: Not 1 f th1e bill as written passes. 
If they t ake t hat out and go back to etatue quo, we 
aro 1n exactly t he eame position. 

Dr. White: But t hat mesne a certain other change . 
You wouldn 1 t go back to t t at ua quo 1t you took that word 
out. You would make a alight change which would appear 
t o be consi stent with the purpose and won't permit exports 
to t he belli gerent countri ee . 

Kr. Hanes: Not e~oorta, but permit ehort-ter~ 
c redits. 

Hlt .Jr: 
do you adYhe 
wouldn't 11ft 

It the President aaid, "Now, Henry, 
me•? My advice to the Pres ident 1s, 
a finge r to get 1t. • 

what 
•I 

Mr. tianea: To get thie proviao 1n. On the 
contrary, I would be inclined to tell Pittman that there 
eeema to be a lot of opposition deYelop1ng on the mot11'8 
behind this clause and Johnson 1e ao misinterpreting 1t 
that he'e turning h ie poeit1on completely around from 
what he was 1n 1 34 , a nd t herefore I would aay as Char1man 
of t he Senate Committee I have no objection 1f you wish 
to atrike t h is clause out. 
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fben, to pleaae Jobnaon fUrther, put Johnaon in the aot, 
1 Terae and prOYiaione ot the Johnaon Act ahall re-ain 
aa 11 1

, and we are not dilturb1ng it in anr • AT· 

llr. Linaez: !here are other Senatore bee1dea 
John eon. 

HIIAJr: Senator Nre or Senator Clarke wouldn't 
be plea b7 that. 

But getting back, as an individual, it he ineista 
I take a poaition, 1 Kr. Preaident , I would not tight tr 
th1a thing because it hn' t worth fighting tor. • That' 1 
in accord with what you personallJ think? 

¥r· Livesey: Yea. 

llr. .Domerat~: From the queation ot atrategr, 
it ia not good tor~• President to puah it. 

HII.Jr: Froa the atan4po1nt ot the Preaident, from 
the e~aoh he made, t or him t o be oonehtent with the 
Congreae and with the people ot the United States , it he 
1na1eta 1 take a poe1tion, ~ advioe ia don't tight tor 
th11. Do you check w1 t h this, Elinor? 

Mr•· llorgenth&u: It aeema to me, abeolutelJ. 

HII,Jr From what Mr. Liveaer aaid ! don ' t think 
llr. Hull a I see ere t o eye on thia, but 1 a m not 
going to advise him unless t he Praai dent a&Ts , '.Don't 
ait here dual>; tell ae what you thinlt. 1 And it he 
1&11 that, all right; then I will tell hia; otherwhe 
I will juat give hia the aeao. I got the iapreaaion 
over the telephone that Hull would like to eee the ~ 
4&7 al'edit relll&in 1n there. 

lr· Livesey: !bat's not the iapresaion I got • 

.!:i!!..dr: T od&7? 

~· Liveaey: Yea. Juat about the laet relll&tk 
u tbe bing broke up. We bear troa one e1de it thia 
It&T• in you will have aeveral hundred 111ll1on dollar•' 
ored1t out1tanding, and on the other e1de it rou tel<e · 
it out no. ve£1 bad practi cal reaulta maT oome about. 
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Hll Jr: It JOU baYe to 4el1Yer •~thing to P1tt•n, 
JOU can~ aDJth1ng until JOU bear trc• tbe Pree14ent. 

!r· Liyeeez: I think I tall out until I hear 
from you, the Preeident or Mr. Hull. 

Hll.Jr: I have aell:ed to eee the Preddent and I 
take it he will eee 11e. Wl»n he doee I del1yer thh 
4oouaent to h1m. I f ulfill 'l1IJ legal and 110ral obliga­
tion ae 8eoretary of the Treaeury; then I drop out. 
I emphae1• to Mr. Hull we do not intend to have aDJ 
ooamunioation between the TreaeurJ and &DJbOdJ on the 
Hill. I a m not going to ooamun1oate with anybodJ on 
t he Hill to tell them how I feel. That' • up to the 
Preeident or Mr. Hull . 

Dr. White: In Y1ew ot the taot that there ..,. 
be eome public 111eunderetanding I would like to aek 
lire. Morgenthau would it be your underetanding that 
on a caeh-and-oarry baei e we would perll1t a shipment 
ot goode to a belligerent country to be paid f or , let'• 
eay, 90 4aye after the day it lea••• New York. Ie 
that your concept of caeh-an4-carryt 

!Ira. Morsent~u: Not ae written in the original 
etatement but it wo~d be written in thie proYieo. 
When I lietened to the Preeident the thing wae to be 
bought and paid for; that wu ID:J' interpretation. 

Dr. White: That' a why they will thi.nk be' a 
elipping eo118th1ng 1n. 

-l!r•· Morgenthau: Credit h not oaeh. 

HM,Jr: Mr. Hull h 11;1 authority that the Preei­
dent know• nothing about thie. 

l!r· Li!!te~ I aall:ed the llfll who worlte on th1e. 
He ea14 none of t a oa• troa the 8tate Departlltnt 
and that the 8tate Departll8nt bad nothing to do with 
1t going through. 

p• Hanetl It' • intereating to hear what Ham 
flab ha to eay in the ainority report, whioh proYee 
the Preeident had nothing to do with it beoauee tbe 
ll1nority report, the whole wnor of the debate, wae 
to "etriot the pow.r of the Pree1dent. !hey are 
going to handcuff hia eo he ooul4n' t do theee thinga. 

• 
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It 11 tool1sh' to say the Prel1dent would have auggeeloed 
auoh a thing, beoauee it ia inoonaietent with hie whole 
phil oaophy. 

Dr. Jhite: That 1 a beoauae the President doea not 
underatand the whole t hing. Their oonoept ot oaah-and­
oarry ia it ia paid tor before it leavee these ahoree 
and thie would permit it to leave without being paid 
tor. 

31 

!!r. Hanea: Pittman hAa no love tor this. •wt'a 
atrlke it out; it 1 a unimportant t o the main ieaue invol ved; 
I would aay let i t go, but let'a not be 1noonaiatent with 
the Department ot Juatioe in 1934 when t hey interpreted 
the Johnaon Act. We ahall do nothing in t he Neutrality 
Aot wbioh makea criainale out ot everybody who baa done 
anyt~ing aince 1934. 0 

11::. Domerataki : It would be a good poi nt t or 
aomebody to bring up that point. 

Wr• Hanea: That's what I understand Pittman ie 
going to do. 

Dr. White: But you aee there ie a kind ot dual 
poaition whith Johnny ia taking whioh I am not aura 
ia quite olea.r. It they eliminate that proviaion and 
do nothing else, it meane they cannot export any goode 
on lhort-term oredita beoauee it aaya, 1any other credit". 

l!r• Hanes: Yea, but I started ll(f statement with 
the proviso that you eliminate thoae tour worda. 

HK.Jr: It th e President put a me in the poaition 
ot aaking -., advice I am going t o eay t o hia, " I do 
not think this ia worth fighti ng t or. • 

pr. White: I agree with you. 

HK.Jr: And I am not going any turther, and you 
would not advise me to go any turther. 

Mr· Hanea: He will take a · good deal that you aay 
and I would say to him, 1 I hope you don't make any tight 
tor thia part ot it.• 
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l!lldl:: I agree with you. Let the fight oo• 
tr011 the fellow who wante the bulln.... Be baa leaned 
oYer eo far baokwarde on thie thing 1t would be a lhaae 
t or h1a to change hie pod tion in the 111n4e of the publ1o 
for eoaething thet ie not i~ortant. 

Jk. Hagu: I wu ehooked 7eeterday when I eaw 
what Senator ohneon eaid. I be lien he' • et1rr1ng up 
another bed ot enakee 1n order to get to kill them. 
It eeeme to .. from what I learned to4a.)" that be oaM 

1n to the aeeting of the o01111111ttee and aeked the que.­
Uon, 1 Doee th1a change the IJ)ir1t of ph1loeopb)" of the 
Johneon Aot'T And the oha1r.en of the oo.mittee 1&14, 
'I think it doe e. 1 'lbioh I ean' t eee at all. That 
g1ne Johnson t)le epr1ng•boar4 upon wh1oh be JUIIJ)84 
yeeter4&7 afternoon. 

(The Secretary then 1Detruoted Xr. Bernstein 
to arrange to han the reY1el4 draft 
eent to the Trea1Ur7 to be retyped an4 
returned t o the Secretary' e houee tor 
eubll1ee1on to the Pree1dent later 1n 
the enning. ) 
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t1!!1!!!8 !!! .,,...... 

-uoe f of ~. S..h ••trali$7 '11111 relat .. t o fl.aallo16l 

t...,...aUo1111 wUia llell~ta. n ooatf.Jiua tiM ainlll& proneiou of 

~lao alldralU7 natuto *1* p%'QIU111ta t lao .altf.JI& ot lOIIIUI t o balll&•,.....~• 

u4 penoaa anlJI& tla .... f or, It 1• alao to lie aata4 tllat tbo alatf.JI& 

11wtral1$7 law a tlaol'l .... tiro Prao14ct, 101lc lao fta4a U 1Jl tlao 1JlW.at 

ot tile 'Ollita4 Statoa, to excpt troa th1o proh1bST101l •oi'41JlaJT .-e1al 

ol'a41U u4 ahol't•tan obUcaUoao 1Jl &14 or lecal tftllllaatlcma a4 of a 

ohal'aatar -<8a1'117 ua4 f.JI ~l'llal - oatl.M o-..aial -at1m .. • 

!lao S..to Ooooelt~M apparetlJ' tal\ tlaat thio proon&101l ao1114 1M ~b•a4, 

wltbon aaorttioiJll Jllar10A lahrona, ...,. lla1\f.JI& *• 41aoi'Ot101l or t ho 

PI'M14ct u4 'bf OOilt1a1JI& t o a .,.,. llmta4 odOCOI'J' \lao pft'ldooibl a t oJU 

ot &hon-t.- •-roial ol'a41h. AoooMlJl&lT, tbo -h bill proT14ao 

t llat tlao &hon-t.rm oo-1'01&1 ol'a41ta _, 110t bo tor a por1o4 ...,. t hD 

90 4aJ'o wt~oat 1'0&.-1, c4 &lao tlaat it U7 balli&o,.....t or por.oa aatf.JI& 

tborotor t.rnlta Oil ..,. • •h to-4q cro41t, ao tllnhor oo-1'01&1 ol'a41\ 

_, be a&c4a4; u4 tlt.1H.lJ, tbo l>W a44a tllo u qu.il'-t tlaa\ tlao PraaUa 

I'Opon to Coa&l'e•• flft1"' a1x _,ha hll 1Jlto111at1oa ae t o Moll -I'Oial 

ol'a41t 101l1oll baa..,._ ~~- pom1\\e4, 

It 1e tllu •UI'OlJ' olaar that tllo power t o m- lbart-t.a -1'01&1 

ol'a41U t o 1Mll1&-t• lou 1Mc a port of tllo a.Ural1$7 law -tiJiac>UlJ' 

o1Jloo ~.liM, •4 tllat tlao ~ ciiUIM *loll til• S..to 'Dill -• 

1a tlla a1a\1JI& law aro 1a ~· Uroatioa or t~~rt~aor l'odl'lo\loa or tao• 

pol'lliaa1l>la _._._ ••--·'Oo1al OJ'Oti\o, 
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n boa bec \11'114 \bat 'he PJ'OTia1011 tor abort-h .. o~rol.al 

ore4Ha t o l>alli.....,.t a 1e illoonaiet.,.t W1th tho 1ob.,.oD Aot or 19:M, 

ia the optlliDc W<l&e ill no &NDtin& ot lo.,. to l>elltaarcu, u4 1a 

a 4ape.rture troa the oaah-u4-oar!'1 thao:I'J' 'I!Uoh baa boratoforo -

aabo41a4 ill 'he ll'..rtn.lHy An. I thi.Dk 'hat aD • .,.1114\tOD of tho 

htstorr ot tile 1ol1Deo" Aot IIJl4 tho Beutre.lUy Aot W1ll ohow thoae 

or1Uotau to be UDrOWI4a4. 

l9IIIISON Am 

'I'll• 1ohDaoD Act proT14a4 111 t>U' e.a tollon: 

"!'bat horMtter 1\ aho.ll be ualawf'ul ""thin tile 

'O'aHa4 Stahl or c:r plaoe llll>jeot to tbo Jllr114ioUon ot 
tile UI>Ua4 Shtea tor 07 pareoa to purolle.ae or aall the l>oDda, 

ooollr1 Uoa, or othn ol>li&&tiOD8 or, a:r fl>rolF aonmaoat 

or politioal 8Qb41Tia1o" t haraor or any oraonizatio" or 

aaaooilltion actiDg tor or 011 behalf of a toraijp:l &OTet"'l&&nt 

or poliUoal ni>41Tla10D thoraot, ia..,.4 attar tho paaaaco or 
\Ilia Act, or to lUke c:r le&D to ....,11 foretp aonmaont, 

poUUoal aub41Til1oa , orcSDizatio.,, or aaaoo14t101li except 

a .....-1 or a4jutaant at exiaUD& 1Ddabh4Dua *1la ouab 

aoTomaont, poUUoU RlodiTia1oa, o.....,tzaUon, or uaooiatloa, 

ie ill default ill tho ~t of ita obJ.Jcatlcmo, or cq 

pe.rt tlloraof, to tho Oonmaont ot tl1o 'OBUa4 811atoa. • • • . • 

ot probl_. aroa• Deoooaitatill& 'ho 111\orprahtio" ot that otatuh. 011 

April 2? , lt:M a oootarODo o wee bal4 at tbo '1'rea8U%T Deporlaant aUc4a4 IV 

Scator Tohllao.,, tho AUo..,.,. O..eral, tbo S.Oratai7 of Mate, tho Sacret&:I'J' 

ot tho '!'rauw:r •4 a allllbar or other ottiaiala ot tlla Mate, 'l'roaiU:I'J' 11114 

haUoo D~e. Dlirla& U.o ooata..-oe, SC&tor TOhllaoll w e ub4 U 

3{ 

he tho"'ht that the lhhto applied w auab a ... >:r-4a:r oo-oial iaat.-mto 

aa tlat 4re.tta, br~D.Qra' aoeeptaoea, -'o• Sw.tor loJIA.,D t\a~e4 t&at U cU4 

aot t hi.Dk t11at '11• ohtuto ooul4 be lllhZ'F-'•4 ill OllJ' .. oh -ar c4 .$!1 

U II! ppt 9• letpttqp o1' Sh• '''"''' to lg!e~tn 11 az !!l wtt\ ordi•q 
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lpeatl ot \he oontera• tbat \he lollaeoa .... , 414 - q'JlT to tiM tftne, 

e.ooeptoao .. , ne., ~loT .. ill ooiiUetloa 111.\11 ol'IUIIU'J' -mel tna.MoUou. 

Attacb.a 11 • oow ot \he -:reaaua ot 1b e oooterre~~oe *1oh la ill the 

"'llqlli.S.ban- r_,. .. at tile De~t .t 
State u to - \he .Aft ot CoDsreaa IIPP"CW .. Api'U 

lll, lt~ to prohibit t11U111o1al tnuaoUou 111.tll toreip 

..,,._,, ill 4etalllt "" their obUct.t1o,. to tile 

UlUt.a stetee, appliee to Or41Da!7 •-ra1al •aeoeptco .. 

or UCIO bane,• - a• are ..... liT toftJc», ..,...._., 

to tillODOe Uae ~t reqsir-ah at tha1r .-bual .. 

ODd oo...,Ut•• ill the UllUe4 stet ... 

-ne ~ ot Mete IIIII \lie ""-' -rel 
are 111 ~at \hat eodl 1~~at..-te 4o aot ooaet1nte 

•ollli&at1oaa• w1th1D \he piU'11.ew ot 1be .Aft. 

"0ene1Jl Miler ~iou tbat ben- pre-te4 

rt.co.r41lll 1be 111terpretat1oa ot tile .lot e.re -er ooD81hraUoa." 

Oil 11e1 II, 1es., 111 ,.._.. to • reqaeet boa tile 8Mrftal7 ot 

Mate, the Attoraq Otlleral rllldere4 • op1111oa Oil • a...,er or q .... u .... 

relatill& to the lollaeoa .lot. ne ""~ -erel. 111 h11 lp1ai01l .. t .. 

11e1 11, 1es., ehte4 111 Jlal:" u tou.,.., 

• 

"(I) to 'lllat tJpla ot -et1ou '4oea tile .Aft 

ll»lr'" 

~· c-!."M Report. (S. llept. 20 a4 Boue llept. tT•, 

Tll4 CoD&.) ""'1h tllat tile llill -.. 111tro4Goe4 tollow111f aa 

iaftetipUOD liT the 8-te o-.ittM Oil J111&oe u4 tile 

nnl&Uoa tht.raill tbat ·-1lli""' ot 4ollt.H ot e-nu .. 

e • "etterre4 tor Mle to 1be .-.n- people' wve ~e...,., 

OD4 apt.141 111at .... ot \lleM •toreip ._, a4 811pt1ou 

• • • wre eol4 lir the .AIUrtea tlllalletera to .a 013re&-alf 

~ protita•; a4 nate4 a pupoae •to prenat a recvret~" 

of the preeti- 1dl1oll wre - "' Uaa 1ann1pUOil to lie 

U"le lea• thea • tra4 'QOil Uae AMrtoa~~ people • • • to ~ 

tba rapM1tJ ot \11oM .....,.. 111 tile aa1a ot to...,.. olllipttcaa f • '•' 
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"ft1o, I tlliak, h 1Jl4loe\1ft ot a ~· to hal wUil 

nola,.._.., M4 •-uu• M4 wltll 'otMr olllJcaUCIIUI' ot lib 

aa\uH, obo.....UC tllo :Nlo ot •~•nts- ._, h, 

ololJcotlCIIUI '""'II u tlloao *10 oo to tllo .t.r1-

polll1o ~o raiM _.., tor til• •• <6 tll8 AlniF p;w u 
1o.W.C •• - ... ooat~lll& 1b~ Ollrre"7 0 pootal _.,. 
~no, trona, olloou Ulil otllor or4l•:rr a1u to ...,..,., 
u4 ,_.ial t__.1oao, *loll u. 'oll.u.t1CIIUI' 1Jl o 

......, - loot ..,. 1a tllo •- uta4o4. n .. owtouq 

aot tlt.o pvpou ot tllo "-rea• to 41-ts.- all • Hiol 

rolot1- witb tbo 4otol&ltlq -trlu.• 

• • • • • 
0 (4) Doeo tllo Aot 19pq to aoooptcoo or tiM draft.,' 

"ft1o qooeoUoa oppMro t o 1lo IRIItt1o1et~ - "' 

tU -· IUI4W' QIMOtlOII JJo, I , ftiF'I• I\ Q~ ~ 
to a44, IIOftftr, that wCIII triUIAiao\iona .,., 1lo •-not 1Jl 

po4 taitll, 1Jl ar<lW' to 1lo wltllia tl» low, a4..,. u Mro 

.......,._.. ~·O eU••••t lte JMZpoee.• 

--..u.r uo4 !! 1AM!MU•¥1 W•· !!llo &tiro wn ot tbo opWon 

ot tbo AUomo)' O...Orol wao quoto4 1Jl a State ~t :pro" rolooM 

4do4 llq e, l t:H lllliob aloo 1Jlol1o4o4 tbo ... ,_ t bat tl» S.oto Do~t 

ooDOvrod 1a no .Utora• O..rol' • 1at~u ... or t bo :o-.. .tat. ua­

q~~on1caoll~ t laio opWoa boo 11ooo relied •poa 'b)' -'-rioc 'llll01Jloll lilt-no 

1a tbcr -"1ol •-n1ou witll htol&lti.al -rioo - .,eroou aatiq 

• tuir lloMlt. ~o ...., tl» loon 1t .,1&14 llo ,..,..,~ atal.r _. laaifOJOil 

at tllio loto uta to •-ru tllo 7-a An u -... ill•' tllooo _._ 

oro41t 
t...;troaaanioao ado aftiloli:Lo t o d.r..l\111& 10.-u 1Jl coaaMt1ca witll 

o\l»rwioo .,em.iooilll o trodo aa4 -roial t-••· 
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N!!p!RALITI Act 

111 lob.,..,., l t:16, Coa&M•• ill ·-41•& tllo the n1etill& ••t:NUv 

•a.:. 1&, n ..... &r' tho Pna14c\ &all .... 1•-4 ll1a 

,roolaaUon u prort4e4 tar ill oactioe 1 of tllio Aet, H eMll 

th&raaf\or 4uziq no par1o4 of 'he ..., be unlawtlll. for c:r ~·Oil 
w1tllill t he 'O'Ill.h4 8 \&ho to puroh8eo, oell, or exobaJlge bon4o, 

ooour1 Uoo , or ot.ber obl1.&atiou of tllo aoTem.JOtDt of 11117 

'bolllaarct OOWltrp, or of c:r pol1Uoal n'b41T1oiOD 11aoreof, 

or of c:r por8011 ao\ill& for or an lHIIIalt of nc.ll aonl'DMilt, 

i .. ue4 attar the 4&to ot ouoll proo.U.Uon, or t o - ..., 

lou or extend c:r ora4it to c:r ouoll &OYoruont or parooal. 

Pr<!T14e4, !bat U tllo Pnoi4mt llhall ftD4 that ago!! aot1op 

!\11 oorn to protao\ \he oo-roial ar o'her illhraeta of 

tho 'O'Ill.te4 Stahs or 1\a naUoll&la , llo w , ill 11;1• 4ioorouoe, 

an4 to 101011 oxtant 11114 Wlllor ouoh r!ll!latl.on ao P ll!l 

preaor 1be , e%0!p~ t .roa t:be OR!Nti<m or 911 aeot1oll or41&!J7 

•-roial ore41 u U4 allort-tt.e oblS.CaUcma ill &14 of 

l Mal ~nm~aotiona a4 ot a oh&r!eter aunosart lx uect tn 

nor.al peaoe-ttm. oo ... rolal t renaaotlona.• 

It Will bo note4 that this proT1oion, 101111ctl !lao 'boc tile law eilloo 

Pobruarp, 19:16, spooifioal~ authorize& the Praoi4ct to pozw.it short-

tom or41nary oo-noiol loaDo to boll1sorcta c4 persona ootiD& tllerotor. 

!bo 4o'bato ill Congreoo ranalo no toelill& tllat thio proncon wao in-

oonoio\ct or ill oonl:Uot with tho proT1oiono ot \he J"ohDoOD Act. !bo 

n ow of Coa&M•• .. qui h t ho ooutrerp. !be !lou. a r eport on \hie pronoioa 

in \he 19:16 __ , otate41 

• • • 0 I\ io \llo low now IID4or t ho J"oiiDoon Aot \!Ia\ 

1\ 1o unlawful to aall bonda, aoour1 Uu, oto., ill \hiO 

oountrp ot 11117 fon1p oonn\J7 'ha t i a 1n 4ofanlt of no 

in4o'bta4Deao to tllo 11D1U4 8\atoo. !'bia oOYora .,n ot 
t ho greater pcnrore in h,ropo, !Ilia aootion, hOWOTor, 1000 

aaoh t'llr\ll&r an4 - o n unlawflll, ao before atato4, to 

all ball1&arct oomatriea. •ow, thoro 1a • proT1a101l 1a 

t hia aooU an that U tho Pnai4ct allell find t hat au 
aoUon will aono to proton tho o..-roial or o•u 
illtanno of \ho 'O'Il1\e4 8\atoa or iU D&UOilalo, ho ..,, 

1n Ilia 41aon\1on, a4 to Olloll o:rtct - allllor noll 

....,U..ti• u be .aT pr.oor1-e, exoept t20a \JI,a oparaUOil 

ot tllie oaoHon or41nal')' •-roial ore41ta aD4 lllort-
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tl.M ollliptloa.o ill a14 ot 1-.,.1 -otloaa Cl4 ot a 
-..ner out....-l.lT ue4 1a ~ paaooti.M -rolal 
truant.... ~u. 1a al80 .enll• pro'rta1oa illat tllla 
-loa 4oea ""' •»17 to rtD.-1 or ,,,,.._, or ill4aM­
.U.•• *loll~ Gin Oil the 4ato or ... Prea14et•a 
prool-Uoll. Tho ~ 41aorn1oll pT& 1alo Prea14et 
ull4or tllh aootloa 1o ill rotereooo to 1111011 ore4Ua u-
ill IIOJ:W.1 paaootl.M •-roial truMot1caa.• 

()oUCH" 11114ornoo4 thle proTia1oa 111 tile ••trolU:r ut to llaft tbo •­

etten ae 1alo prooloio,.. ot 1alo 1011ur>a An, aual:r, to proh1111t \llo Mlo 

41 

ot 11oll4o u4 o1a1lar aocnaritloa ill t111a OOilllti'J'. Jt:r apoo1t1eall:r proh1111t111& 

ill tbo llllltrali~ An tho ai&a1oa of •8D7 .. r.au• (*lcllwor4a 4o not 

•- ill tbo l olulOOA aot)Coacru• &J'PO.I'tDtl:r illtc4ad ill 1ale ll..,troli~ 

An t o proh1111t na ahort-tlll'll «>-rolal ere41ta ala11 t11a Prea14..t 

felt tlaat u -· ill no )lUlie 1nteroot to pono1t olaort-1111'11 co-tal 

cre41to, ill Wb1cla OTCt, eucla cro4Uo coul4 lie o:nc4o4 to llalll....-h. 

llo o~~a~a&o •• a4o ill tble proT1e101l ot tho Nwua1U:r Aot *• 
Oo ••troltv .lot waa otborwtoo -- ill 19:17. lib• tho noutroll$7 

l ocUlatioa aa COIII14ore4 1Jl tbo Jiooaao Of •oproochUfta ~It llll:r, 

1t wae propoae4 to col...-rillo fllr\hor tho l't-oe14a'• powwr to pemit 

ahort-tlll'll e.....roial ore41to to llall1&-ta '111 11JiitillC •Ill ore41h 

t o to 4a:re wUbOilt rtD.-1, 1114 to require 1alo Prea14ct 110 - po:rio41e 

repone t o CoacNaa or alii ,.....,_otlalll. ~ .. 0 l1a1ht10118 (Ill tlao 

motillC nawtor:r proTioloa are 1.Dcl1>4o4 ill tllo S..to liW, c4 1a o441Uoe 

tllaroto no a-to ~u proh111U• turt11er to-4a:r oro41u U' • llal1t....-t 

4otoulto oa prtor to-aa:r oro41U 11•• to u. 

It a:r l.D..,elot•q Gino lilt- no lllort-tom oro41t pro'rt.aloe 
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u4 tile 1o-..Ued .. •-•-MnT e:L.uo, tlll.t l.Jieoullt•q ..., 1Ift 1atN­

due4 111 11>1 ~· Ull, 'loon 11u .U.te4 1a tile -u.J.1qo law tor ....-...1 

7.U1. ~. U *01114 M aah4 \llat - • eoll .. ~ 

PION1ca ...-.17 ~tat tu -.n- Mll.olr ._tn~ 41nn 

111Uelt or UU• 1a tu ..,._ MU u4 1lllt --.....n- *ipa _,- .U 

&oo41 to tile hll~t, •4 414 110\ r.q'AU'e tile aetul _, ot _..-

t o \be .AaeriOS YColOJ' llefOJ'e till ,0041 aft \be MwtJ'7• 'Pbil Jll'OY111Ga 

ot till .... tftl1qo Aft .., .,,. appl'Oprtat117 " ollla4 .,.._.r ... ot tua 

u4 01J'J'7" l.JII\114 of • ..a.....t-o&rl'7. • It t1111 11 \be oorzoen l.Jitup:re\&Uoa 

ot tile --a4-o&J'J'7 pJOYi&oa, \be tlle:re 11 110 l.Jiooutn•IJ "' • U 

azul t~a• aon·t- OJ'e4tt Jll'OY111oa. 
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.. Sill Jpt)ll ... l Mil 

tbu u .. .,...t .. tbe prl.U ... ot ........ flMMlJIC. 

lell11•r••t , .. ~••to •111 keep t~lr parehaooo tre. t~o 

V.1teA ltateo to tbe .,&••~• ... • poool~le tor tbe ette-'1•• 

na ... t ot ...,, s..a...- ao t~OJ are MC•r to •-- •• 

•ob at tbelr tordp .... .,..,. •• poM1~le . 

011 tile otber baft4. tt.e l)rob1b1Uoa .. , p~• to be a 

baa41oap to Marl ... OSliOrhro oell1JIC lll antral ooaa,rloe. 

!ll1o 1a tNe Noalloe tbe problb1Uoa 011 tbe on-loa of 

....Uh .-14 appl7 aot Oftl7 to tbo ,... ..... , ot • 

belllCereat o-tr, or li011Uoal nb-41Y1o1oao nereot, "-t 

oleo to •aa7 pereoe aotllle tor or oa M!l4lf ot• nob ,...ra­
-'· !bo A8or100A t.olll••• ..... , be -ble to aooenau 

llll_..er a proaP"U•• parobaoor 1ooate4, let u 007, lD 

....... 11 or lo aot uu., oa beba11' ot a bel11preat 

,......... It beea••• ot tbh uoenalllt7 tbe Mer1oaa 

aperter will ooll to tile ponoa lll IIMba oal7 lt pDIIIeot 

la oeob lo ... betoro tbo coou lea• .. thlo •-tr,, the 

-.n.a. _, M -blo to ooll u •ob u 1M ooaU 11' bo 

oelA oe ob_._to .. oroAlt to... . Yo .,.... tt.et tbe AMrloaa 

lMelaa01 •• oMIII14 .xtM4 tile OP4lau'7 -•rolal ... uu 

alooo be llno" tbat tbe poPOOII to whoa he lo oolllJIC lo 

aetllle oa Nlilalt ot a Mfilcoroat ,..a.-.st la to aok tbe 
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............... tiM oabUIIC pJ'O't1otoeo of tllo otatao to ._ 

tile rll!k -.r •el'7 aabnaatlal orlalaal aa4 ol't'U pnalUea • 
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.. re lhort-tel'll ~--lal oreUte to 'Ill enn4e4 to bellle­

e ... te &f wll aa t o ao ... bell1Careata, tba .._rloaa uport .. 

n ll ba able to eall Ilia I004e 011 the etton-hl'll o..Ut .._11 

ntbOIIt belJII raqalr .. to 4obratae at bta owa rlllt wbatbor 

or a ot tbo ponllae.. 11 utlJII oe be halt ot a balllcereat . 

fbel'l are 4ltterenoea or oplalon wltb reapeet to the aet 

otteet the ~llve to ertn4 ehort-teN o-erol.al or .. lh to 

belllcereate would ha•e oe aar trade •lth n~ttral ..-atrlea. 

Ia _... .. t ol' tbo t ra4o to be reuoe4 tt wolll4 be neee11ai'T 

to ba'l'a an uporter be ah'a14 111 the tlret plaoe that the 

torelp pui'Oballr a l cM be aotlllc u an aceat t or a 

bol l1cereat IO'I'Il"DDIent .... ll tb• eoooa4 plaoe, the torotca 

P"'"batlel" -14 pui'Obaee tho sooa. el 11wllol"e, or aot pal'lllall 

tllea at all• lt ho ooel« not cot oroUt troe the AMr1oan 

IIILpWtor. -..Mlooo tbero ~4 be aoeo traaoaot1oea l oll 

U.r at Ua1a ooelllMUoa of ol~oo. bet bow .... , 

tllat looo -1• bo 11 anoerta1a. 
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October 1 , 19~9 

Telephone conver sat i on between Secretary Hull and Secr eta.ry 
Uorgent hau , a s report ed by Mrs. Morgenthau. 

Pi ttcan Bill not in conflict with the J ohnson Act . 
Ueeting in Ur. Morgenthau1 s office Apri l 281 1934 , at the 
Treasury . Hull attended t his meeting. Johnson said h i s 
bill did not affect short ter m credits, at that meeting. 

HU,Jr: This t hing bothers me . The Pittoan bill 
1s t1tle and carry and not cash and carry. Revolv1~ Fund 
mi~~t run up to 5 or 6 millions. The point I an r a ising: 
is F. D. R. familiar with the t ac t that our banks could 
lend several c1llione to belligerents? You are the only 
person who can answer this to me . 

I am worried about the President. 
this bridge? 

Has he crossed 

Ur. Hull: The President has had nothing to do with 
1 t. 

HU ,Jr: Then before I pass en this as Sec~etary ot 
the Treasury, I •ould want to bring t h is to the President ' s 
attention. I still raise t he question that we should aak 
to see t h e Preoi dent when he comes home this evening and 
let him decide 1t . I have not been in this . I don't 

=~~~ ~~~~tt~ ~~t~h~t~ii1ai!~~n~~~~e~~ ~~ea~~~ure 
t hat t he President knows all about it. The President gets 
in a t 6 p. c . It i s turtherest rroo my mind to get in 
touch with Pittoan directly . How s hall we leave i t? 

(Secretary Hul l suggested that he would phone the 
Pr esident and that Llr . !Aorgenthau should arr ange to see 
him.) 

Regraded Unclassified
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A conference wu held at Secret&J')''a l!or~t.bau '• "'- em 
October 1, at 9t00 A.ll. These preaent were• Secretary llorgentilau, 
under Secret&J')' Hanes, llr. Bernstein and l!r. llhl.te or tile Treasury 
and llr. Liftlle;y or t he state Department. 

)lr. Livesey reviewed the details or the inquiry which 
Senator Pi ttaan made of Secret&r)T Hull relative to the 90 dq 
credit provieicms of the Neutrelit;r Act, end again referred to 
the requeet bT Senator Pittun that the departments directl;r con­
cerned with the utter - State, Coalmerce and Treuur;r - pre­
pare a statm.ent or expert opinion on the disputed points tor his 
i .ntormation. There was read and diacu .. ed a _,.,randum on the 
probleu prepared by the Treaaur,r in response to Secretar;r Hull t a 
wiahea ae tran..ttted to Secret1r7 llorgent.bau 'fia llr. Linse:r on 
the afternoon of Sept..ber )0. Tb1a .....orandllll diecusaed the 
applicabilley of the Johnaon Act to abort. tera credits, pve the 
h1atc17 or the abort. term credit provioion in the lleutrali ey Act, 
and deacribed reasons 'lfll1 ouch provieion waa included in tile 
Neut.rall ey Act. 

Secret&J')' llorgentheu telephoned Under Secretar;r Hoble or the 
llepartment of Coonerce and sugpated tllat he •iBht wilh to have a 
repreeentative or t he Departaent of Coonerce preeent at the con­
ference to participate in the preparation of the materl al. ur. 
Noble arr&n&ed for Ur. Domeratzky or the Commerce Department to 
attend the meeting. llr. Domeratz.lcy appeared toward the end of 
the IIOrfting conference and participated 1n the discussions in 
the attemoon and eveninB• 

Secret&r)T llorgenthau elso diecuaaed the utter with Secretar:r 
Hull and i.nquired whether the probl• had been called to the atten­
tion or the President. Upon Secret&J')' Rull 1a repl:ring in the 
neptiYe, Secret&r)T llorgent.bau euu uted that tile •tter be taken 
up with the President. Secret&r)T l!orgent.bau thereupon sent a 
ftSNB8 to the Preaident that be wiohed to aee b1a upon his retum. 
Seeret&r)T llorgent.bau also ealled the Attome;r General and advised 
hill or the probl,. and arrenged !or Bemetein to turnieh hill witil 
the -andua on the subject. 

Secretar;r llorgent.bau !ixed another conference at 4:00, at 
which tiM two aemoranda were to be diacussed - one on the 
question of the interpretation of the Johna<>n Act and the histor;r 
ot the credit provisions i n the Heutraliey Act, and another 
-.orand1111 canYaaeing the need for the lhort-tenn credit provi­
aion in the neutralit,y legislation. 
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Oripll&l -l'IIDI!ua oo S.o'J' • 
e\~t"'>DeJ7 cd ODe ot.rbcm OOpJ 
wu'-euurecl to U.e IJeber •' 
\be 'lblte Houae l .. t eYClJI&• 

o ... CO>'f 4al1Yere4 to the 
Seo...tarJ. 

Carbon to l!au 
Tin.r 
Reltler 
Bemeteill 
Clla\1110., l oripnlll of 

re-!'Wif 

P.S. OOJf dal1Tere4 to A.G . laet 
n181lt, and he 1• to return 
ll1 Ul Ill• lloOulre 

approTIIl. we to tllmlell ll1JI 
llltll new oop)' wile U.1• 1• 
done. 

---"'· 
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• 

.. 
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OetoMJ>l, ltat 

"11\J!'P' 

••' CE!41!a to Btlllppp!e 

8eoUOD T ot the a.ato .... tn.lU;y 'bill rolet .. to 1'1Dano1al 

tru1aot1ou with 'Dill111J'&h. h oo•U1111o1 tho •n•tilll proTiaiou 

ot tl>.o 1110ltrol1t7 ohtuh ... ioh prolt.i'bita tbo Mld.q ot loalla en4 

cro41U to boll1ao:rctl en4 ~· aoU111 011 ~boil' 'bollalt. It i a 

oleo t o 'be noted that t ho a:i.UIII ••trol1t7 lew auti>.OrizMI tl>.o 

Prol14.,t, Wb111 be 1'11141 U 1a tbl illhr .. t ot tloo VU to4 Stohl, to 

~ h<>a U.ia proh1111UOD " o1'4i1Uir;y •-rc1al c1'14111 111d lhon­

hl'll obliiOUOIII ill ail\ ot local truaaouou 1111\ ot a ohue.otar 

Ollat••uU7 ul4 ill ••J'IIal poaoou .. •-ro1al trllloao11<~>o. • \'lie 

S...ato C...Utho appe.relltlf tilt that tho a:iOUJII proT1a1oll ooul4 

bo Urllllthlllo4, without ooonticilll Aaer1o111 1nhMUa, 'b;y l1a1U111 

tho 41oorot10D ot tho Prl114.,t and 'D7 c011tillilll to a aoro lia1to4 

•••oaorr ~b1 poft1 .. 1bla toru ot al>.ort-tora o-..o1a1 ol'Od1t1. 

Aooo1'4111117, tllo Senate bill proT14oo that (1) tlla lhon-t ol'S oo-.1&1 

aro41to..,. aot 'Do tor a period aor. tha.D eo 4171 without ......-!; 

(U) it CT bolliaor~~~t or paroo• aot1nc tor o. 'Dill1ao:rct 4otalto 

.., CT ouoh 10-4a;r ol'Od1t , ao "" o.-.ro1ol ol'Odit ar 'bo at .. do4; 

q4 (111) tho Prl114ct r.pon t o Ooli&MII onrr 11x -tho tllll ill· 

.fonoo.UOD u to oo.oh o.......,ial oro4.1t Wbioh bel thuo bo1111 paraitto4. 
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U 18 tll&l •Unl7 .U.U tll&t Pne14&tal atlt.orU7 to porzsit 

con-te ... _.lal OJ'I41U to ~•lllpr&te 11&1 11ea a ,_... or t» 

a_,..J'al1t7 law ooatta .... eJ.7 alDOl 7M .... J'70 liM, ad -.t till 0&17 

olwlc•• '11111oh the S&at• ~111 ..U• 1a the a:lietlac law are 1a the 

41J'Iot1on ot a44U1CIIo.l renJ'lnlone 010 the Pne14cto.l 4111J'It101l 

to peftit lhoM-hft -J'Olo.l OJ'I41h. 

It II&• •- ollupd til&\ tile proTialCII 1a the pJ'I-t l>lll 

J'llaUJII to am-t ... -rol&l OJ'I41te to ~ellJaa .... h 1• taoouln•t 

wnh the 1o- Mt ot lr.K, 1Ul4 11 tile o)l&1ac w4p tor tlt.a """'UII& 

or lou• to belli&-••· I tlt..iak 11bat .. ·-UCII or the la11toJ'7 

ot tbe 1o1m- An 8114 the .... tJ'all v An will aow thu• e11arpa 

1(!!!!!SCII N1f 

'file 1olmiCII Aot prort414 ill pan •• tol.lower 

~ laeJ'Ia1'ter 1t allell ~~ ulawtull w1th1a 
\!I.e 1Jalte4 ftahl or eat plaea fti>Jan to the 
Jv1141ot10D ot the 1Jalte4 Stahl tor 1a1 penoa 
to pvahale G.J' eall the lloD4e, eaovi Uee, or other 
oUipUCIII ot, eat toNip &O"" ..... at OJ' poUUo&l 
llll41'f1110111ibi...Ot OJ' 1a1 ol'pld•UOil OJ' UIOOl&UOil 
ant.ac tor or. ca ~elaalt of a foJ'Olp IJOT.-t or 
poUUe&l IIIIWirtelca tiiiJ'IOt, 11- ana.. tile pu­
-.r tla11 An, or to Ml<e 1a1 a.. to ... h 1\>J'Oip 
&Oftl'Da&t, poUUo&l nbtirte1CD, OJ'Iaa1SU101l, or 
uoooiaUCII, cn.pt a r&--.1 or a4J..-..t or a:lietlll& 
1a4111ti4D .. • -...tu .. ollp-t, poUUo&l ... ~ 
41rte1ca, o~at1CII, or uooolaUCD, 11 1a 4etau.U 
1a tile -' of 111 o•lJaaUOill, or 1a1 ...n thereof, 
to tile Gnet ,, or tile 11a1te• hat••· •••• • 

With1a a tn - after tha poe .... or tile 1oll&loa 4111 a 

Dllllb ... or probl- ....... n-•Uat\11& tile illte~aUCII ot tllat 

"""'-• 011 4prll 17, liM, a o-• -.. lo.el4 at tlt.a ~ 
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~' •"a4 .. _,a-tor 7oa_, tile &Uo""'"J O..:ral., '118 

a..nh17 of etah, · tll• a.orn.,. of ne beuuJ a4 a a.MIJ' ot 

other ottieiaa .,r Qa hate, ~ a4 7vUM De~ta, 

Du>-iac tile -r-... e.ator 7o-. wu ub4 it lie tll....pt t~on 

tile natuh q~e4 ~ .. u ""1'7-4q ': -ial iaat-'• .. u-

4J'ane, llubrat &&Mp\&JlaM, na, s...Ror 7olluo& ftUM tllat lie 414 

aot tiWlk l!ln tlla natt&h ool&l4 be illtal'pJ'fte4 ill uq noll -

c4 tllat it wu aot tile illt&Uaa of lila etetllh to intarten ill uq 

_. 111\)1 0J'41n&1'7 o-.oial tJ'&IlRetiau, It al&o ._.... ~ II&'N 

bee tile 'lin of tile puUeipute ill llle oootal'Goa, illo1oa41111 s.ator 

7o11Uoa, tile\ tile 7oa.,a .&.n 414 aot ap1'17 to \~ 41-ana, aeeeptaaoee, 

eta., -107&4 ill OOIIIl&ftiaa wUII o~ ..,_..ial tnaeeet1aaa. 

A -J'&Jl- of til• -r.rt~~~oa 1o ill tile .,_.,. Depan.at 'a tilae, 

A ooP7 of tile -raacta 1e a"aelle4. 

-.aqvJ.J'iM- Me ..... 1Te4 &t tile Doo,........t of 
~ah u to -.tiler lila .a.n ot c.,..... .. apJ)J'O'N4 .&prU 
18, 19:56, to prolaillit tinaao1al -•nioaa Wltll to ... ~ 
go.....,...h ill 4ot&lll.t ca tllair <*UpUcc. ~ ne 
1Ja1\e4 ftaha, appUee to or41ll"l'7 o: roial •ueeptm ... 
or t~ 41-ane,• .,.,II u an ue4 )7 tore1111 .......,..ma 
to tinmoa l!lo OI&J'J'&t req\Ur-llh of tllair .-baeoi .. 
m4 oonel&lat .. ill t lla ll'llite4 Stahe, 

"ffia Dooparbellt ot ftah &114 tile M~mq -J'al 
an ill ope ••• tllet ••ll inet.-m• 4o aot oouttnw 
'oltUcaUou' 111lllill tile panin of tile An. 

•cana1n otllar quattaaa tllU - llNa _ .... , .. 
.._rlia& tile illterpJ'HaUca ot tilla An are ...Ser -
a14eret1ca.• 
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t7<a u. h«l'ftU7 ot llhte, ~ • opi.Jo1ca ca a 111111111111' ot qunt ... 

relaUDC 'o U.e J"olmeoll .lot, 'llllioh opi.Jo1ca n ah4 u 1>&1" u tollowas 

•• (!) ~ 1111&' VPef ot tl'a .. aUou 4o .. tM 

.lot·~· 

"!he c-1."" llepona (8. -.. 20 aa4 Bou .. lla,t. n•, 
1M co..,.) ...oih that \be hill •• 1lltro4uoa4 toUQwi.Jlc aa 
ill.,.atl&aUoa '117 \be &aah o-t.nee oa 1'11Wloe a4 'lie 
ra.,.leuoa Uera111 that '111W0118 ot 4ollua ot aeCIIIZ'i Uea 
• • • ottera4 tor eale t o the "-'icon people' wre OTar4ue 
u4 Qllpa14; that .... ot Uoao •toroip boll4a u4 ohl1ca\icma 

• • • wn aol4 '117 the .bar1aon tillonciera to ..U out­
M&eou•l-7 hil)l profit a•; 0114 nata4 a parpoae •to PH'*' 
a recut'Milce ot the prect1ooa etch ..... &o .. ...,. tbe 
ill ... auaauoa to be little laaa thOD a freud upoa the 

.Aa•r1con people • • • 'o curb the r apeal 'I ot 'hoe• 8DCDCa4 
1ll the e8le ot tore1cn obli&&Ucma • • • . 

"!his, I thi.llk, 1a U41caU.,. ot a parpoao to 4Ml 
wUh auch 'bolide' u4' aeour1u .. • ud with 'otholr 
obll&a\ioaa• ot l1loo IIUIIl'e, olteenilll& 'he rule ot 
eJua4• see£11 - that 11, obl1p\1ou auo.h •• Ul.OM whiU 

had bee sold to the "-'leu publio to raiae - tor 
the uae ot tho toreip IOTarDMIIh 1aaui.lll th• - aot 
ooatl!lllplaUn& toreip ev.rrcO)', ponal .....,. ol'Ura, 
clntto, ohaolal u4 other ord111ar7 aide to b811k1DI 11114 
oo.....,ial trallaa~icma, nioh an 'olllt&aUcma• u a 
broad - hut aot 111 the acae I.Jlt..a.cl. n ... 
obrtoual7 Jlot the parpoae of U. ~ to diaoollti.ll'M 

o.l.l -.tal ralaUoaa 111 th til" deteultln& oo1111tr1ee. • 

• • • • • 
••(•J Doea the .lot al>P4 t o ••••011oea or u .. 

clnttrt' 

"!hie qunioa appo&l'a to he autt1t>i&tq -ro4 

...,. the ·-'· Qlldar Qaenioa ••• a, .IIIIE!• n appe&H 
proper to M.d, hownu, that aueh tru .. eUCllla -.at M 
oon4ucta4 111 1004 tal th, ·u or .. r te h 111tiU:a Ua law, 
c4 aot u •ra ••teJ'hcea to .t....act ita parpoao. • 

Ia other worta , U.e .tuo,....,. -aral toad tllet •u. tile 

1olmeoa An ~Uta4 the Ml.e of ltcllde aD4 -.nu .. ot aoa,r1•• 
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cre41\ 4mc .. cwo~...rtl;r •- 1Jl 1Jlt.n>aUcaal trUe. !lloe &Ure 

~en ot \loa opilliOD ot \lle "'~oner O&eftl •• q~e4 1a a StaM 

Depo.:MMat preaa relH.aa 4ah4 llq &, ltM ftl.oh wo 1Jlol- ~u 

natu..n \hat the Shh Dapal'blam OOIIOIU'rM 1Jl the .t.UOl'llaT Oae:ral' a 

illtarprahUOD ot the 1olmeon J.ot, 1Jaquon1onabl;r th1o op1n1on llu 

belli ral1a4 v,p011 b7 .Aioartoan bulnaaa lnhreata ill their -ro1eJ. 

tranaooticaa witll 4etGU1Jl& C01il>tr1 .. an4 par1011a ca \lleir behalt. 

It. ~~~~ 1111>~ ot tllla baoqrou4 aD4 a~ ~lila late 4ata, tile 1om-

Aa~ lla.....U ao~ be eonnNe4 u IOOk1Jl& 1Uacal ohon-tam cre4U 

~NUacUou wUll 4atul~1Jl& &OT......ma ralatim.a w o~llarwi.M-

lliaoibla ~ra4e &4 oo-.ro1al tranaaoUoD.t. 

ll111tralnr .t.ot 1aolu4e4 the toUowill& pxoT1e1oat 

•a.:. la. am..,er tile Pree14c\ lball llan 
1a....i. lila proo~Uoa u pro'f14e4 tctr ill aan1ca 1 
ot tllla .t.ot, 1t aholl tllare&ner 4vt,.. 11>• par1o4 ot 
\loa war be 'QIUawtul tor uz:r para.., wUllia \loa 1Jil1te4 
Stat .. ~o poreh ... , aell, or axoU.a ka4a, -..tt.a, 
ot otllar ,.lJ&aticao ot \lla CO'flftMot ot lll1 beUiear&~ 
-u,., or ot urr pol1t1oeJ. 1011Wi'f111ca tllar.ot, or ot 
urr par- aott,.. tor or ca llabalt ot auoh 10"-, 
1ane4 aner ~- 4ah ot 101.oh proo~1ca, or ~ -
uq loa or G\8114 anr ....t1 ~ w uq noh .,_, 
or perec:a: Plo!14!4r !M' 11 »• Pnt14WS •all t1p4 
t11ft goll tftiOJ !lll !!£!'! M pro!H\ \ht * C1!l. K 
o')•r esmna ot »• NH4 ••••• or "' mt=· ' •· hf MJ, &a N e dlt •l"1op 1 g4 So fUOh tJt&t e4 !!114• 
f!Oil J'M!Llt»p !! '' Ml II'"¢''' t l!!l?t _tJp !111 

SG 
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J'ob.,..,., lt:M, 1peolfloal.ll' u'borl.u4 'h• Prett4et to peJIIJ.t lhon-­

ordl..lla'7 o-..olal loul to lllllipMilh ud pii'IOIII &IUIIII oa 'hell' 

bohllf. 'l'ho do'bah 1l1 COIICJ"'aa rl'f'oall ao fool 1J1c thot 'hil }ll'C>OUlea 

•• 1accm11nct or 1l1 oOD.tlio' wl. th Uo pro'I'Ulou of Uo Jolla- .tot. 

'l'ho now of Coacro•• ... qllito Uo ocmtl'U')'. 'l'ho llo\llo ropon 011 \1111 

pro-.111011 1l1 ' b• 19:16 -~t ... ,-. 

eO O O Jt 11 'he law DOW udar tbl J OUIOD J.n 
tbat it 11 'Dlawtlll to loll ~~. eoovU111, oto., 
1l1 Uta oc'CIIItry of cq forotp ooaat17 tbU 11 1a 
dotault of U1 1l1doll-u t o Uo VaUod lnatu. 
ftJ.a OOTaro .oot of 'ho ..... , ... ~~ 1l1 JivoJ>e. 
fllia 1ooUcm, llonTor, 1011 • •II tvthor .,.d .U:.e 
U Ulllawt'cll, .. before ehtod, to all llell1&0Milt 
colllltnoe . Jlo1r, tharo 11 a pzontioa 1l1 Uti -loa 
thlt 1t tbo Proa1dea\ ehall t1Dd 'hat .. ob aoUoa 
will oorn to protoot Uo •-ro1al or otb ... 1l1hreat1 
of Uo lhl1tod Stat .. or 1U u.U011al1, hi..,, ill 1111 
411oret1oa, ud to euoh o:nct OJld IID4or -h rocul&Ucm 
ao ho aT preaorl.be, oroap' troa Uo oporaUoa of 
thio oeot1oa or4ill&l')' oc....-otal orodih 1114 •on-\18t 
obltcaUOIII ill aid ot l~&al trceaouou ad of a 
ohoraohr -......u;, a1od 1a DOIMl poaootiJie -ro1al 
tl'OJll&otioal. 'l'horo 1• oleo eao\llar pronlioa tl>d 
Ulo oooUaa doea Dot ap~ w .... .-1 or adJnn-t 
of 1l1deb\odlleao Whiob .., Gilt oa \lao data ot till 
Prel14a'a proo~\1011. n. 0114 dilorettea p"na 
Uo Prel14&' udar U11 -1oa 11 1l1 ,...r.....,oa w 
neb....,_h ua4 ill 1101Ml poee.U.. eo-..1&1 t....,... 
aotlcaa.• 

11r epoeUloallJ proanu1nc 1a till W&tralUJ' An uo en•licm ot 

•AIQ' orodit• (Which -"e 4o Dot appear 1l1 'II• 1ohleoD An) ~ ... 

ill Yiow of no pvpoeoe ot Uo W.-&tral1tJ' .lot, 1\Ppar&tlJ' 1l1'llllde4 

'bera'IIJ' to pzohibl\ - llllor\-tea eo-..elal oro41h 1111111 \lao 
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Preel4- toacl tlurt tile Mltia& ot nell aMn-t ... eo-tal efttih 

to 'be.lllpnata aa 1D tile pa)Uo I.Dterea,, 1D *l.oll .._,, noll 02'M1h 

woul4 " lnte.l. 

•o ollqa aa -.4a 1D tllla pro1'1atoa ot ~· •w.tnl1V ""' *• 
no ll'autnl1t7 Aot •• o\llaniM -4e4 1D lt37, Ilion the -tnltv 

lel!alaUOD aa ooutclart4 1D ne lloo&ae ot Jlepre.-aUT" len llll.T, 

u wu propoae4 to n-•~1'11• hnlle~ tile Preal4•''•- to 

paran alloM-t ... -tal aH41ta to HllJ&•~• 'b7 11.a1t1a& ...... 

oreAna to to 4qa wHiaQilt re.-1, aacl ftqUJ1q \he I'Mal4- to 

- Pal'1o41• repone to C<lllc:N•• ot auoll tru .. otlODa. ft•• 
llllltaUou 011 'lie powar ct•• to tile Preaiclct 'b7 tile matiq 

nnuto1'7 pJ'O't'icoa ua 1Dolacle4 1a t'be s-ta litll, ucl 111 adclltica 

the S..te 'bill proldblh hnller 10-tq o~1U 1t a 'balllc-' 

clatelllh OD p:rlor to-4q oH41h 11•• to u. 
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CoMiaaioa.er or 
AoooUDta &Dd Depoaita 

COif!ji'DCii Rl• .10!POOI BILL' 

April 28, 1934 

'!'be Secretarr or the TreuUJ7 called a coaCareDce at ll o'clocl< 
Priclq, April 27, 1934, tor the purpose or couidarb&: ,.,... ot the diffi­
oultiea in interpretiD& the pronaioa.e of the oo-oall ecl JolmaOD Bill, 
which prohibita the notatiOD or loaD& in the Urll.tecl States b)' gOT8rn118Dta 
ia default oa their indabtec!J>eoo to the Urll.tecl Statee Gonnuoent. Tboaa 
preaeat were the Seoretarr of the Treasury, the Attorna.r General of the 
Vni ted States, Senator Jolmaon of California, IJDder Seoretarr Philli~ 

59 

ODd Aaaiat&nt Seonrt&r.r lloore ot the State Department, llr. Hackworth, 
Solicitor ot the State Dopa.rtaeat, llr. MacLean, Aaaiatant Solicitor GeDeral, 
11r. Coolidge, llr. Olipbant, and llr. Ball, or the TreaaUJ7. Seoreta.z7 liUll 
- in at ll120. 

'!'be Secreta.z7 &&ked S....tor Jolmaoa to ouUine to the aeeU.., 
the obJactina which be had in al.Dd in preaentiD& the hill to tbe Coocraae. 

Sanator JolmaOO> want into tbe hiator.r or the .-eure and stated 
tbat u it waa tint introduced and paaaad the S.ll&ta 110re tban a -,ear .,.., 
he bad in al.Dd detini tal-, the protecti011 of tlw .berlean citizen in ld.t 
purolwaea ot foreign aecur1t1ea in the Urll.ted Statea iiBued bJ toreisn gonrn­
MDtt which are in default OD &117 of tbeir iDdebtednoaa to the IJnitecl Statee 
GoTenuoent or ita nationals. He etated tbat be bad deticitel-, in al.Dd 
at tbat U.. the South .berlcan soTenuoeDte. Ba etatecl tbat Just attar the 
bill fint paeeecl the Sanata, Senator lbbinaon aeltad tbat it be laid "" the 
tabla aDd reCOI181derecl. At a conference batwHn h1a aDd Senator itobineOD 
at a later data, be &p'HCI to turtber a•DdMnte, after which it •• referred 
back to the roreip lltletiou Co.aittco aDd "" the.re aaanded to ita preaant 
to.... Be tboucht u the hill DOll' at&Dda, itt Mia obJeotiT& waa to praoluda 
the notation in thie eo.mtr.r or an-, aecuri tieo of tboaa gnTe..-nte or an-, 
tu.bdl.TiaioDe thereof wbloh era in default on their iDdabtec!J>eaa to the 
Dn1 ted Statal GoT&nuoaat. 

Tba Sooreter.r aeltad h1a Juet what lw aeant b)' the te,.. •default• 
&ad did be baTe definitel-, in al.Dd i ncluding tboea gnT&rnaeDte Yhich ban 
.ada token ~te ae a reeult ot Yhich the Pralidant had otatecl that lw 
did not conaidar ~· ..,...rllMIIte in da!aultf 

Sanator Jolmloon laid t._t it wu blo ~recoal opill.lOD that it 
tbaea COTa-ti did 110t P&7 the tull aao.mt due tbe7 .. ,... oartalnl7 
in detanlt u to the r&Miniq baloaca. llowenr, be reall...S t._t thia 
... 1arpl7 an adal.JaietratiT& •tte.r aDd the Pralidant UDder tba P""N 
CJ'&Qtecl b)' the CollatitutiOD to baDdla toreicn attain, cartainl7 had the 
authorl t.7 to a tate ll'hether or 110t a particular COT•rnaaat ... 1a da!anl t 
oa itt iDdebtecluu to the Url1 tad Stateo CloTOu'IIIMnt. Ba did not think 
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tlllt U. &et we l.At.aded to~ U. &et.loe ~ taku b7 U. Prui­
doa.t 1A 4eolar1111 tl>oH _.--too DOt 1A detaoalt. 

The Atton>q Oeaenl atooted to tbe S.D&tor U.t lll tbo'QIIIt tlll 
Prooidaa.t'• FftioUI acUoe we qlll.too 1A 11M witb bb t.llthorii;r, bat uloocl 
the s.a.ator it bo ~bt tlll Preoidct could take ala1Ur aoUca oa tutun 
token pqMntoo 1A 'riK ot tlll aot. 

ne S.a.ator atootood tbat blo perooaal opia.ioa. •• tb&t tlll Prooldnt 
bod no autbori t7 attar tbe puaqa ot tbla aot to aooept troa ov 4ebtoro 
tokon pi1MD.te aDd tb&a. oonaider tboa not 1A datau.lt, 

'l'he S.orotaey thea. asked the S.D&tor 1t lll tboU~bt the b1ll illoludad 
ouob ner,d~ -roial trenaaoUou aa tiM draft. &lid bankal'll' aeo.ptooa.­
ote. The Sea.a tor aald lll die! not tb1llk it ooul4 be in toorprot.d 1A uq 
II>Cb II&IU1eJ' aDd thet it wu not tlll 1Atant.1CIIl ot the b1ll to l.Atoortore 1A 
~ wa:r with ord1D&J7 -rc:lal tra.n.aotiou. The queaUoe-. - raiaad 
ao to what _, -t b7 tiM dr&tta, aoceptaa.c .. , etc. ll:r. Coolid&w ez­
plalnad aa. ord1D&J7 -rcial trona&et.lon w1 tb roapeot to tbo purollua ot 
cot toe 1A tlll IJD1 t.d Stootoa b7 tbe Mt.lcaal ot aa.a toraiiD ..,.....,..nt -
tblt tlll ooooara. aallln& the cottoo lli&bt clrew a bill ot axolllllp oa tlll 
purcblaor, wblcb would be boa.ored ia tblri;r 4t.1a ..,.,. or l.aaa &lid tbat tbla 
bill ot axcbla.&• ooul4 be aoald oe ftriOIIII taru. It wu tbo -oauua ot 
oplalon tbat au.ch a treu&et.loa would aot tall withl.A the prorl.aiou ot tbo 
act. 

Tbe Attoru7 General then aakad the Sea.ator it be thought tbat a talr 
ia.terprotatioe ot tbo act _, that it did not latad ia uq wa:r to U.S. t 
the ordl.a.a17 • .,.rJcla.T -rcial tl'&I\N.otion, aa.d tbo Sea.ator aald tblt, O&~>­
tainl¥1 •• the intarprotat.lon lll would put oe it. 

llr. *oLoaa., Aaaiotaa.t Sollcitor General, tbon ..Ued a ttantioe to 
tho tact thet Prance e:uroiaed a aoaopoq 1A tobaooo, aDd tbot tbo o,.azd,..._ 
t.lou ia tbla ...opolT would no doubt 1A tbo couraa ot bui- aall tboir 
clrettoo aDd otbor l.Aat..-nta ot credit 1A tbla oo~at17. Tbo Sea.ator aald 
that bo die! net ban auch tronaaotiou 1A 111114 &lid tlllt the wor4e •orp;Di,.... 
U ou or ueoo1at1ou• iD-t.he act were not hll l eepe... It 1.-d to be 
the ooooaull.l ot opia.ioa tbat tboaa troaaoUou would tall withl.A a _,.. 
oial trollaaot.loe aa.d DOt w1 th1A tlll prorl.alou ot tbo .lot. 

llr. •o~twartb brou&bt 11p tbo queatioe that had bean proaented to h1a 
liLit betoro be- to tbo trou....,., i; e . , u to wbatber tbo oparatic:ma 
1a. ooupou oo a...., boada waul4 tall w1 t hl.A tlll prorl.aiou ot tbo aot. Ia 
uplala.ad tbat oo~apou talliaa du oa II&IIT ot tbo a. ..... boe4e waro paid 
~ 1A oub aDd partl7 1A nrip, &lid tbat later tlll acrip we pax • aad 
b7 a baa.k 1A 0.rMIQ' which we liOro or lou Iader the aupor'rialoa ot the 
Heiohebaa.k &ad the a....,. Oon,_t, 

S.a.ator lollllaoe tbo1lcht tlllt a1101b a t....,..ctioe would oloarl7 tall 
w1 tbia. the axoepUoe ia tbo act w1 th raapaot to raa.-1 or adjaatll&at ot 
•zllt.laa illdebtaclad•. 
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.• , ... 
Jlet Cll4lte te ltlllpreM 

alH to be IIOt.ed t.bat t.loe o:xlaU., D ... traU\)' a • &ll\ horh .. t.ba 

I'Nald•t, .- bot t!Jode it 1a tbot l nteru t ot t.ba lla1tAd 8\atee, to 

o.-pt f i'OII t l>h probl.b1 Uoa •o,..,1D&I")' -rc1al ore41 \a &Dol all:lr\­

WN oliUpUou l n aid or lepl. tn.naootiou and or • cbareO\aJ' 

auatou.rU~- 1a ao.-1. po .... u .. -rolal treN&o\lou,• Tile 

s-ate a-1 \\M appa.reo~ t ol\ thd t.ba OJd.aUIIC pro'f'1.a1oa oow.tl 

loa lt,.....•n ., witbont M<lrltlo111C -ri- b ieroe\a, _,. U lliUIIC 

u.. di ..... u. e~ u. Pntatd•' • .., "' -rta!IIC to • .,,.. UJd.tAd 

• ..._., ~ peNl•Uw• toru or e hor\-\a.- -mal anodite, 

~~. ~ s.,..te ld.ll pi'OT14" \hat (1) Ule ollor\-\am -•rolal 

aredite - .n lie tor a porlo4 .. ,.. U.. '10 ~ wiiboe\ ..-l.J 

(U) lf eQ llaWcel"eelt or .,e...- aaU., tor a lla~enat det .. l\a 

• - .,.. ..., oredi\t 110 - -re1al eredl\ - be at..aci .. J 

_. (Ul) \loa Prwid..,t ...,.n to c..,,.. • • ,..., ala -tile tlal.l l.a­

r-uoa u to ..... -mal enodit wltl.ell bote .-. liMa pomtWd, 
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• .n .. utT 1 .. -•~elT -· h.._,.., 1ta, ., "'" ' •• ~ 
..,., .. •t• tlrlt ....... •u1 Mit•• 1a •• mnt.1 a• ... 1a -. 

Unnl• or .UlUou.l ftoUt nlou • tM PftiUat&l U-1• 

•• poftlt -·- -ftl&l o..Uto. 

.. 

CJ 

It U. - _,. .. tllot eo ~-- la tllo pr- li&U 

ftlltt .. te _. __ -"111 o..uto '" •11111-u 1o u-llnat 

wttll tile 1.-- Aot e6 ltM, - 11 tllo opalac ..._or .. tile P'""'ia& 

ot louo to •11111-•o. I tlllak • • • • -•- tt• ot tllo kll'-7 
ell tllo z.-ooa Aot a4 ao • .,.,, . .,1.1'7 .Ut -tU -· tbeoo *1'1" .... ..,...... 

ISIR)I S 

"fta\ lllftaft• 1t obaU •• ulowtlal wit~ 
'h llaltM lltotoo or OAT pla11 .. •J•n te -.o 
ju'i0UU1oa ot tllo Ulll\M 8t4tll t• - pe-
te .,....._ or oo11 t11o ~•·· -u ...... " .... 
"'llaaUau ot, ca, t ol'llea ......-• II' poUUo&l 
...un•• t~~u.or . .. - o .... ta•U• ... ·-utt• · 
anu. rw or • •~r or a t••"-> ...,. t ... 
,.UUI&l aNl..Ul• - .... r, 11- attor tllo -· 
e6 ..U "'"• or to _ _,. - laa "" ... f'DI'IiF 
p: 1, poU\11&1 IIOIW!Y1o1•, .,..at-•· or 
-utloa, ...,, a ra.-1 • "'~' ot .aott .. 
........... *11• -· .... .. • ,.U.tt-.1 .. -... 
Unlla, .....,1 .. u .. , • ae.ooiauca, 1e 1a ~• 
la tile ...,....., ot 1\o MliC•U••• or •f r:' •-r, 
t o tiM leta t of tllo U.ltM Ito \a, 1 • • 

11w.. r .. ••au an... t~~o ,.. .... or'" z-. .ut • 

...... ot ]II'Ml- - .. aMMiltott .. tlllo tn.,. ... u. or ••• 

........ U. Afril 17, l tM, o ooe/1-o _. lrltU at tllo ft ..., 
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Dlofa-•t ett_... _,. a.ator 1-.oa, \M Attoa., le-.10 \M 

..., ... .,. or ltota, tu ._....,. ot tile "'--7 •• a ...... ot 

otller ottielalo ot •• ltate, tna-r et l'MtlOo D.,utaau, 

Dld'lq tbe ooato .... oo, a. .. tor lobaeoa ... ·-• it be t boqlat tllet 

tile etohte oppllot to nell eYU7~ •-rolal lUt-e •• UM 

Ootte, "oal<ero' MOOpt•-· etc. _._. lolluoa otato4 tll at be Cit 

aot tblllk ••t tile ' '"''-'" oouo " l.Dtorprotot 1.D 1a7 aell -

1M •at 1t ... act tbe l.DtODUoa ot •• etotuto t o l.Dtert'oro 1a 1a7 

"'Q' wUb ort1•17 --1al trou>AetlO!ta. It alao op_...a to b&Yo 

.._ tbe •low of \lle polrtlo1-to 1a tbe eoat....,eo, 1aella41Jic .__ 

l-eoa0 tlaot tile 1.,.._ .&at dld act opplT to t lao 4retto0 aoooptoo_, 

oa tbe -.., .... lhte D.~oat 11- tile ,.llowlaa 

,....I'Ol_ 
.. qa1lrtoo boYo -.. -Yod at tile ~t at 

...... to _ .......... , of ~· .,, _.. .. ~ 
110 1 .. , to p~l'lt tlaooo1al -nlOAa •ltll t oro1p ••= u 1a 4ote1lU • tlaotr •U&aUoae t. tile 
Clalto4 atdoo, opplloo to ort1eo17 -nlal 0oooept&Deoo 
w tlae Ootta,• _., co oro •o4 _,. t-ltlo •TO.-to 
to fluMe \M ODI'lPOat roqalr-·e Of tlaolr -100 

_. --··- 1a •• oauot ""'""' 
.... ..,..._, fill ••to _. tile AtMaOOT O•orol 

oro &a ..,..., w • • t •• loot-do .. - eoootlwto 
'oliUptloae' _.,.,. tbo ~·· or •• Acto 

• "'oftala at- q...Uoae tll• t laoTO .._ ,-to4 
,....nlll& •• &atwpMatl• ot tbo .&at oro •• o>toe 
....... u •• • 
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,_ Qo __..,. ot ftno, 1 ' ... • oplal• • a ..... at , .. , ... , 

..uu .. te •• ,.._ "-'• ..S.Io opl.aioa net .. 1.a put u tou-t 

••Cal h .-t t,.o ot t-u•u .. •••-
"-' anlJt' 

"lite o-at- ........ , ....... 10 - .......... .,., 
ut Coac.l ... u. nat •• w.u..., l.atJO., ... tou..iq oa 
l.annicatloa"' •• -•• c-&tt .. oa rsa..o ... tloo 
~.u .. tloenla ••t •uus ... of Oollan of -nu .. 
• • • ott.,.. t o• .alo to tllo Mallo• p•plo' •- ""-•• 
oa& upoS•a tllat -. at ••• 0hrtliF .., .. , oad olllt .. uoao 
0 

• • ._ oa14 ~ tlla Manoa tlUiltion to - -
....-alT lt1P -ttta'J .. , net .. a ~·'"' ..,.._t 
• - at •• -·u- *1111 ..... •»• 11r •• 
l.a-icaUoa to M U "la laaa tll&a a tftut - tllo 
-n-. poaJlo • • • to- til• npooilt' at-_ .... 
1.a tloo aalo ot t ore I F olllla• u ... • • • . ' 

"!Ua, I \tUall,, h l.Jlt!lttaUYa at o p&J'pMa to teal 

wttll o.all ·-·· •• •-.suoo• ..a witll 'nllor 
ot Ute aoftl'o, o'loaomac til a l"&lo at 

• tllat 110 olllic&Uou ouolo u tllooa •toll 
tile -.rteu IOII>lit to n1ao -- tol' 

tlla ... ot tllo t••l• •-• lloul.a& til• • aat -·-.plo•ua '""leD oureoy , penal _., . ........ 
bafto, a~~-. - otltor oll'tlav, alto to ll..a&laa ut 
1 aial t ....-lou, -.toll are 0olll1&aUoao' l.a a 

-.... - ""' -· l.a .... - I.a...... It ... 
.-.t-'-7 00' ... pVJ>OM at tlot Ceaa ... t to Uoo=tl.aM 
aU roia1 nlatt .... •• tllo ~u .. -n••·• 

• • • • • 
"1•1 Dooo tloo Aet opplJ to ooaoptoaoeor tiM 

Van"'' 
"ftU .-~. .. .,.....to llo Htfitl-l J' ...­

"' •• --- -- Qaootloa ... • • .!Ill!• It .,,..,. 
,...,_ te aM, .,__, tllot - ..__1_.- M 
....... &a .... tat•, &a .......... 'ritll.ia ·- ... 
- _. u MI'O _..~Ito tb-toat Uo pUpOOo.• 

Ia ..., ....._, - .,__,. ._nl to-' nat *Uo -

,..,._ '"' pftll1111 ... •• oa1o at lloMo •• -uoo ot -nat 
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Ia .. ~ ., .... , .............. 1-. ........ , ..... 
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• • ........ Mllalttac •• .. ..... .. ... • .. ,_ 
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A u =w 
• 

Ill MDPLI7t ltrt, 0 .,_ te ........ tile tlln ..ut1ac 
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.. .a. ....... -.&1 .. ...,... ................ ., .. -.. ~ ..... ,._ ........... .. 
......... l M, ..U, • I ....... , -'tlaa, 
___ ... _, _.,, 11- fll tM •• ' fll ... wu..-.e 

• • fll ... ,.Utt.eal..UWS..._ ....... , w If 
........ ..ue.,.••Wifll..... '• 
a--1 ............................ .... " ... a--..... .... .......... --~· _,__ 

• 
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''" •rrm111 •r.w•n•••·· 

It rill ......... Ulal tllla ronala., *!a~ ............ law a1aM 

,...,. .• .,., l tM, •-ltU al l t ftU\Ilorhe4 \lla _,,.,, l o peraJl -

, ... o~lnaJ7 ~al 1-. ' " Mll l &•ra•• .,., _., •• •nt-c • 

\lllell' Mi14!J', fta ·-·· lD ~-· l'ftMla ao f•U q \lila\ tlil1a 

pi'OY1•1• ... lDaoDehtct or 1a ooo.fllot wtn tba pronalou of na 

lolluoa Aft, fila yt.., ot 00111-• wao l!lllh t ba aOII\1'01'1• fta H001oa 

ra1>0rt OD nh Jli'O'Ihl oa l D \llo l t!M --Dt at te41 

.. • • It la \lla l~w aow - ... tt.a lo- Aot 
• • • it la •la""'l to o~ - • •• a.vlU• o, na,, 
la •~• -Uy ot .-.., rora1111 ''*"1'1 U.ot 1a la 
4atolllt o t lh 1G4Mt-a. to \lla 'Oalte4 llhtaa. 
ftlo • .,... .... _, or tlla pMtar '"""'"" la ..... pa. 

fth -toe, --· ,.,.. -~~ til- ... ~ ..xaa 
it aalntlol, ao llatora note4, to &!1 llalll_..... 
-•rtaa. Jo•, tt.ara 1• a p,......hloa la .,la •-1• 
tlllot 1t t ba l>Hat4ct aball t1D4 \ bot Mleb aatloa 
Will a-.. ta prot- \lla •-ralal or o\llar la\ar .. h 
of tba Oalte4 8tataa or Ha noU oaall, lao M J't 1a ~· 
uaarauoe, taO to ... en•• t.llll WMier .... .._auoa 
• • laa 8A¥ I'H• •rna, -·~• troa tile opar ua. ot 
tllla •-lr c 01'4111&1'7 -ralal are41ta &D4 •-tiM 
-'Uc•tlou 1D a14 ot l aa.l ' """'4auoca oao ot • 
- cutow rilJ' "'"to aol'IUl -'laa - ralal 
-atlcma. ftaro la ol .. aaot ber ~naioa .,., 
'"' -lea ' "' ao\ oppl7 to ,..,. .. al or o4JUU.Ilt 
at ~- '*lall M1 a1at .. t ba d ata OJ' \lla 
-U•t'a prMlauUo.. , fta -.11 4laaraUoc ll'f• 
tlla Praa14- 11114ar till• awatl Cil h la rat-•• to 
- .... , .. llae4 1D aoNOl -aallaa ao-ralol ,,....._ ... , •... 

1r • -lna&Ur POW'Ioltl-c 1a \lla •••r•lltJ Mt tllla mcUca ar 

•.., are4.tt• (~all - .. aot appM:I' 1a tta 1..._ 1.4ot) C•VW• 

Ia 'ft.., ot \lla - of \lla J.UUl\7 An, ap~lJ' u.­

tba...., to praiiiS"' - _.,_...,. --lal afttita aaoa tM 
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1\ ... P"PM .. to 81...-dllo hnbllr U. Prealclea\'• ,..... to 
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- part.Ge ...,.r\o \o C.,reea ot ·- \Nua.eu-. no... 
11111\oU- oa \M power 1!1Yft \ o tllo Pre.a1,_t 111 U. exbu., 

a\o\11\eiJ pronaloa ..., 1aal- 18 \be s..u. 'IIUl, .., 1a llddlUaa 

\lilt - • btu prollllblta toar\loer 90-41117 oredi \o 1t • Nl.UJ!'I~W\ 
d•tult.l • pdor ~ e ntdlte cl,.. \o 1\o 
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tlla\ _.. .n - la._... .. &_. \lot aeU• al......., --."' \he Preel-
-· 1a ~ \Mee .,.. \a - 1a .. f ... l\e 

lilt"""..., O...ral. •'-"-' .. \bit. I _, ""' , ..... , tilt 
,_ .... , •• prnl- .. u .. -. •od\a la U.. •Uh lt.U aw\bDritr, ""' uW * .... \or 1f a. \bo..p\ U. Prui..,.\ eoo>l• \alta alaUar aw\loa oa ,_,_ 
..... ,.,.. .. 1a ft .. ., u. .... 

fila a-wr t\aW \bit\ lda ~raOMl oplal• •• \ba\ \bit Praai ... \ 
bM ao nt.'lori~ attar '""' ,._ ot \lda ••• \o .. eapt troa ov debtere 
\abll ~w ... ,_ -1der t- ..,, 1a defaoal\e 

n. a ..... u., '-- uk., • ..,..."',. 1t 111 u.o..,tlt u. ~u t .. t..., 
o111k ne.,.s.;, -J'eial "-'1 ... •• U• dratta ...., btlol<era ' .... P..._ 
o\a, Till s-ur a6U lot ill DO\ Walt a eo..U Ill lD\aqreW 1a ... 
aiMUk -· ... \he\ 1\ ... oot '""' 11\aaU• ot the ~U \o 1a\ute re la 
1a7 war w1U erdl...,- -mal \ruMa\loea. n. q-U• wu .- rwh., 
.. w ""'"' wu _, "' u .. dratu, .... p-, ou, 1r. Cooll<!ce -
,utaed u oN1aarJ -relal ~•Uoa •1\ll raepen w \bit , ....-.. at 
eo\toa l.a U. 11m W I taU. "' \Ill ooU-l of - toral.p ,....._, -
u..t tllia _,. aow., \Ill ..,,_ uu1•"' dr .. a ~u or ... l>oap .. ta. 
~a..er, .Sell -u Ill _,... lD \hi~ d.,. aoro or 1•• - \bit\ \lt.U 
~u or . ........ eo.WS ba aoU .. warlo• u.... I\ ... u. r·-·- of 
.,tal .. \Ill\·- a uanae\loa wovl• oot tall wl\hla \he prona1.,.. of \bit 
••'-

fila lo\\ol'loiJ ClooMral. \lieD .. ked \Ill leno\or lt lot \1\olllll\ _, a fair 
1ahrpre\a\l .. of \ba aot wu tha\ 1\ Ud 110\ lDt.aa.l l a azq '0&7 to l luul \ 
\bit ordiu17 ... ,.,..,. -relal \ru11o\l .. , - \bit lena\or euuld \llia\0 .. ,.. 
talaq, ... \be la\arpre\a\loa ha wo..U ~''"' .. a. 

l r • .,., ua, .t.eala\an\ 1o11a1 wr o-.rat, tbM oa.t l ld .u .. uoa to 
\ he faa\ \a.\ ,,.._ earciaed • - pol.J 1a wa. .. o, ... \bitt \Ill oraalllaa­
u ... 1a \IIIla -q would 110 do* ia \ be ..,_ ot Ml- A ll \Mlr 
drat\a ... o-r l.M-ta or eredU 1a \Ilia eoa\17. fila a-tar euu1d 
.. , .. did .. , .......... ....._. .. _ 1a ~- .. ,\bit 101'1!1 ........... 
u... or ...,..u ... • 1a ''- aet ..... ""' lila ~... a ....., w lot 
tilt t •• •• e1 eplaloa \a.t .-. -u- wo..U tall •Ull1a a_,.. 
aiA1 \r""nw\loa ... w\ wt\llia \Ill pronuu1- of U. Ao\e 

lr, ••twau k""'ll\ ,. u. , ... uoa *' - -· p.....,W \o Ida J•t a.toro lot - \o \bit !1'Ma1&1'7, 1, ••, •• \o •111\loor ta. operou.-
la eo.,...._ a,,_ llaade eowld tell wi\llla ta. ,...Uiou ot the aa\, Ill 
..,lalwd \bet .,.,... r.w., ctwe oa - ef ,.,. a. ..... .....,.. ...... paU 
Jlll\17 1a ou• - pa~ la ....S.p, ... \a.\ later \Ill ••rip ou rare"" ... 
'r a a..t 1a O.J"'UUIIQ' •lllu .. • r• or laea -.r U. aupamaloo of '""' 
JWiea.llant - U. Oerau ...__._ 

.... \or lo..._ \kG ..... \ _, o•k a -\loa aooaU e!Mrl.J taU 
n\lll.a \be .. ..,uoa 1a \he ut •1• ... ,.at. to .....-1 or adJ ... tua\ ot 
«<lott-. iadobtelaoao. 
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!lcorctar y of State, 

"I non ington. 

/ 

tn9o, Octotcr 2, 4 p .~ . 

PLA UI 

London 

Dated October 2 , 1939 

Rtc 1 d 10 :10 a . m. 

!>OR TREASURY FRO~' l3UTTE:l"ICRTH . 

C~nn~ts i n official rntcs of cxchnngt during last 

wuk (3££ stcl.icn 3 of my 1829, Stnt t "lor.r 26, 6 p, o: . ) 

have been ns follows : 

ThE r ntt for the btlga was movcd on Thursday afternoon 

from 23 . 50- 30 to 23. 60-85 and nsnin on Fridny to 23 . 65- 90 . 

'l'ht r ntc for Dutch guilders was moved on Friday to 7 . 50- 60 

but returned today to 7 . 49- 57 , The Swiss franc was movEd 

to 17 . 65- 85 on September 29, Ot hEr official rntcs rcmn tntd 

unc'langtd. 

knothtr ftc turt Of t ht WEE~ nos bttn thE offi cinl 

quotations of forward r nt ts ~n n monthly bnsis as follows: 

l'tw York f cent premium - !lllr . ··ontrcnl ~ cent prtll'ium -

~nr . Paris pnr - t franc G1scount . Amsterdam li cent 

premium - pnr . Brussel s 4 cents prcmhun - par. Zurich 3 

cents orcmium - pnr. Oslo and s tockholm 3 ore premium -

pnr . 

Another fEnturc of thE week was t he quotation of offioiol 

rates 
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PS 2· llo , 1890, Octobtr 2, 4 P•"'• t ·rom London 

r nt ca tor eilvtr coi nage which nrc quoted 4 ,17 tor 

Amtricnn silver coins (face value ) nnd 4 , 62 tor Canadian, 

c:;a KENNEm 

• 

(j jV 1 3 :) .1 !I 

• 
1M 1M TMII\)(\ "'~' ···1 4fiT 

...... .. t~ 

....... '- o.t • 
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TREASURY DEPARTMENT 

INTER OFI'ICE COiolloiUNICAT10N 

OATR October 2, 1!139 

TO Soaret&J7 llorccthau 

PrP1st oD B!cpt l(gtt Q(ftriMa 

Startlag 1r1tb l)ec .. 'ber, 193'7 pre!,.. oo nato otterto&o ban 

obon •aluoo riJlllos traa :!J/32:1>4o t o 1 po1nt 18/32:1>4o 011 the dato 

ot ort onnc. ~ ecoo!~Zp&D1111g to'b1e glue to,.o ood pr«<li'Ciu oo 

th o 1aot o1x note otter1oso. 

Prt:mi'CII on 
~ l!n lloh 'l' .... clfol 2t Ott!r1!!.S 

Dec. , 1937 1- 3/4 II ;yro. Oath and :!J/'32odo 
kch""'o 

June, 1938 1- 1/8 5 )'rio bcbtn«O 1 pt. 18/32o4o 

Sopt., 1938 1- 1/8 4-3/4 7'"•· Oaabud 1 pt. 12/32o4o 
lach""'" 

Doc., 1938 1- 1/8 5 )TO, Catb u4 
1 "'· 

2/32:ldo 
l•chanco 

II arch, 1.!13!1 1-1/8 4-3/ 4 )Tt. bob-· 1 pt. 7/32:>.4a 

JW>o, 1939 3/4 II )TO. !xch-· 1 pt. 7/32Mo 
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RE Elo!BA!lOO LUD 00'111 BY I liDIA 
011 D.IPORTS 0? SILVER 

October 2 , 19~9. 
4:25 p.m. 

Present a 

H.U.Jra 

3n1lie: 

Coch r an: 

Bailie : 

II. !.I . Jra 

.dailie: 

Mr. Hanes 
Mr. Bailie 
IAr . !!ietler 
141' . Cochran 
Ur . Foley 
14%'. Whi to 
Mr . Viner 
Mr. Bomstein 

I would say that you gentlemen start about where 
Mr. Sanes and I start, wit h a one yard handicap. 

Have you seen, Kr. Secretary, the memorandum that 
Mr. Coehran made of his conversation with !.lr . Pi!>~entf 

JUs t to remind you of it, I will g i ve you the main 
point of it, which was tha t Ur. Pinsent said to 
Mr. Coehran that t he Indian Oovernoent was thinking 
of putting an embargo on further impor tations of 
silver and asked whe t her or not you thought that it 
would be an unfort\ma to thing to do this in view of 
the present neutrality embargo discussions going on 
and whether it might influence the eilver bloc. 
Now , I think that is the essence, isn ' t it , tlerle? 

Yes , and they wanted our reaction to the embargo. 

Well , of course 1 think all of us as reed that we 
wish that aur friends wouldn't ask us such silly 
and impossible questions . I mean , i t is the kind 
of question that is extremely diff icult to answer 
in any way that doesn1 t caus e !'lore trouble than you 
have already. lYe have an answer which ..-e would 
suggest that !lr. Cochran g ive orally t o Mr . Pins ent 
and it is.n't tully satisf actory, but it is asl1ttle 
unsa t isfactory as anythinc we have been able to think 
or. 

As little unsatisfactory? 

As little unsatisfactory as we could frame. I mean 
there isn' t really any satisfactory way of answering 
that kind of question. The two pointe are these: 
Ono, Mr. Cochran says to Mr . Pinaent , "You asked me 
as to the effect of this action on the neutrality 
leg isla t1on. \'Ia have no views as to the effect or 
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Bailie: 

Cochran: 

llo.ilie 1 

77 

- 2-

such a otion and if we had we wouldn't be in the 
position to express tbem. ' 

li'ow, that 1a the lc>ngh•nd statement or 'llbat We 
hope llr. Cochran will be able to expreaa bT a 
shrug and a laugh and laying, "You know, you reall7 
11111Stn1 t aak me a question like that. • 

In the present circ:umatances, that sort of question 
jus t can ' t be answered. But i f he is forced to it, 
the guts or what we have to say was that the Treasury 
has no views on that and it it had them they couldn ' t 
express them. The reason we put the second part 1n 
ia beoauae we hope that they won't ask us internal 
political questions of that sort during the continuance 
of the next few weeks anr oftener than possible, be­
cause t hen we won't have to m.alce that kind of replr 
again. 

The second point is that in view ot •••• 

This sums uP like the fellow that sars , "Don' t ask." 

Tbat ie exactly it. 

Spelled with an "•·" 

It we could be sure that Yr . Pinaent understood the 
full implications or that, I would sar that was the 
perfect answer. 

'1'he second point is that in view or this r.ovemment 's 
pol.iq - do rou think llr. Pi naent would understand itt 

I think be would. 

Maybe that ie the short answer . OUr second point is 
that in view of this Government ' s policy with r espect 
to silver, the Secretary of the Tl'easury can hardl7 
regard wi th favor the closing ot one of the principal 
silver .arkata or the world. 

!low, let me expla.in that . We feel clear that if we 
were the Brit1ah, th1a i a exaotl7 what we would do. 
The reason we would do it i a because 1n past nra, 
periods of th1a sort, India baa been a perfect BPOII6e 
for the absorption of silver. The great Indian 
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princes and the great commercial houses order 
precious atones and gold and silver 1n times like 
this . While the imPorts or a1lver 1n India are 
now taxed, I believe, and the UIOIInt going 1n baa 
been small , the reason for tbia , th.1nk1ng about 
this embargo, is obviously because the British feel 
that the 1110vement ldght become very large, !low, it 
it became very large there would be a lot ot s ilver 
buying in the world market, It ia the embargo of 
silver going into India that they arc thinking of 
doing so as to eave that amount of buying power for 
other things that they think are more necessary to 
the Empire than the purchasing of silver. 

Jake isn't happy. 

llo , I wouldn ' t tell them that. I wouldn't tell them 
what is on that sheet, not at this stage of rq 
thinking on it. 

can I finiah just what I am saying, because I am not 
suggesting this thing. I am just trying to explain 
to the Secrotary the reason for tho statement, 

We think it we were the British we would do just what 
they are doing, but we feel it would be very unfortunate 
1f just at this time the Secre tary or the Treasury 
were quoted aa having encouraged the British to put 
an embargo on silver 1n India. It is for that reason 
that we say that 1n view or this Government I s policy 
with respect to silver, which you have always tried 
to carry out, the Secretary of the Treasury can 
hardly regard as favorable t he closing or tho sllver 
market 1n 1U17 part or the world. 

There is an agreement on tha t that we were discuss ing. 

We haven't come to a full agreement on that second 
point. r 

I don't want to be saying something to the British 
Treasury, "Now, boys , lot1 s ••• • I have got to say, 
"Don't close the silver -rket,• but orr the record 
I unders tand the problem 1a all right . 

We don 1 t want you to . 
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I don't tlllnk - let me go the other way. When I say 
something to the British that I don't l ike it, I 
sincerely hope that they will stop, look and l i sten 
and I don't want to say that I don't l ike something 
unleaa it i s terribly important. Evidentl y, there 
is not an agreement here. 

No . 

I want to keep ~~t for very, very rare instances , 
that I say to the Bri t1sh Treasury, "Now, Sir John, 
you are doing something I really don 1 t like. I 
wish you wouldn 't do it.• 

Be has asked you this question: "Do you think i t 
will hurt your neu t rality legislation if I do this 
now, • that is the question he baa asked you . 

Well , as to that, I say facetiously, "Don't ask me." 

'l'hat is the subs t ance of our first paragraph. 

I think that is all right. Now, as to the second one , 
about closing their own thtnea , I don't care to comment 
on it. 

There is another - do you want to develop the thought 
that we had? 

Go ahead. 

It is a politi cal one a a between yau and Pittman, 
that 1f' you make that a ta tement w1 th regard to tha 
second one ... . 

I don't care to coacent on itt 

That you don't care to collll'lent on it, it may co"e up 
when they make this publ i c , Pi ttman may say, "Didn't 
;ou have prior notice of this , didn't the British 
notify you prior and didn ' t you make any effort to 
stop itt" 

Now, in order to a void all that di fficulty, particu­
larly s ince we have no particular axe to grind, we 
were just tal k i ng about that point when we came in 
and wondering whether it wouldn't be possible for 
you to call up Pit tman and say, "I have got this 
queetion. • 
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Sure, I know how he will anner it. 

That is the reason I didn't want you to ask him, 

It is better for him to answer ••• • 

eo 

You !mow how he will answer it, "I don't gi ve a damn.• 
He has always told me that. 

It is better for b1m to say that betore. 

Then i t that is the ease, it seems to me we are re­
lieved. 

You ought to ask him. 

I don 't think we need to, 

If he 1s going to take that position, I thlnk bo 
should be asked. I tblnk he should be asked in 
any ins t ance, because only trouble can come later. 
Then wha t you will say, I th1nk , should depend 1n 
part on what his reaction is. 

I can call h1m up. What is the spe cifie ques tiont 

I would say to call him up, if it were sure as to 
his reply. 

Suppose it is the other way, llr. Secretary, and he 
tolls you that you have got to kick it 1n the pantst 

1'/ha t I think the Sri tish ought to be told is , "Buy 
all the airplanes you can, don't spend your money 
on silver. " 

Let me ask from ignorance, for a moment, suppose 
Pi ttman should say as Ed aaya, "Kick it 1n the pants.• 
Now, the British have asked ua the question, as I 
understand, ~t politi cal effect will there bot• 

No, this 1s the second part. The first part we are 
not answering. It relates to , "Does this Government 
have any objection to their placing an import re­
striction agains t silver?" 

'!'ben 1a there harm to be done if Pittman should give 
us an adverse anawert Woul<l there be any harm 1n 
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our saying oft the record to P1noent, "We don't 
think you ought to do thh thing. • 

The answer h that Pi ttlu.n 1 e judgment on that 
wouldn ' t be de!1n1t 1vo but 1t should be do!1nit1ve 

81 

or what tho Seoretaey aays , because i ! Pittman does 
th1nk i t 1e ba d and we porod t 1t, there 1s going to 
be trouble later and i t he i8 wrong, let the British 
teke whatever action they want . 

What I say, 1en1 t that what they are trying to avoid, 
getting i n trouble with our Congroee! 

That 1e right . Well , thO}' wo.ll.d like - I mean obviously 
they would prater that we didn 1 t mind their doing this , 
Now, they may do it anyhow or they may not. 

But at least the Secretary would be 1n the clear. 

The Secretary would be 1n the clear and I th1nk that 
is tho only importan t point in this issue, because 
it is not very importan t . They will take wha tever 
action they please , 

That is What I would do . I would certainly clear my 
skirts with Pittman and let the cbipa t all where they 
will. I can ' t see whore the Secretary ia in anything 
but a atrong position it he takea t hat attitude and 
!ollowa it thr0118h· 

That 1a my tee ling. 

Mr . Secretary, I thought if Pittman - i f there waa a 
possibility that Pittman would come back and say t hat 
you should indicate to the British that they shouldn' t 
take tbia action, i t would be better to have thia 
record to ahow to Pi ttman i f he subsequently criti­
cizes you for your a ction when he finds out that the 
Bri tieh made the inquiry and you didn 1 t teke a a t r ong 
stand. This second answer that baa bean outlined in 
the paper that Mr. Bailie has would give you a r ecord 
of protection and a t the same tillle it doesn't put 
you in the position of putting yourself under obl i ga­
tion to Pi t taan, should Pi ttman aay that you ahould 
take a strong -wo• a ttitude on the proposal. 

Ed, I don ' t quite agree with you because t his answer 
is too cl ever. It is so clever that it i8 obvioue 
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the Secretary is trying to be clever and dodge the 
issue , and if PitbDLn says hs doesn ' t care, then 
the next step ia cleared, but should he say that 
you ouaht to g ive it a kick 1n the pants , then I 
think that the statement that the Secretary cakea 
ough t to be ao phrased that PitbDLn will find no 
fault 1n it, 

L2 

Well , what they want to know - after all , aside fran 
everything alae, there is no l aw to keep somebody 
in the Brltiah Embassy from asking Mr. Pi ttman this 
ques tion. They may see him, you know. Now, going 
back, i f I did the uoual thing, the usual thing is 
before I have taken any action or !mportance in the 
world silver marke t , I have not only a sked Pittman 
but I have asked llcNary. I have done that regularl7 . 
I have always done that , I mean, 1r I just followed 
my regul a r cour se, I would call them both and say, 
"This th i ng has been put up t o me. I would l i ke to 
ask your advice.• 

I reel strongly that that ough t to be pursued. 

I have done that right along. 

Not as l ong aa the Secretary ia •••• 

I didn't know about llcNary, but I knew about Pittman. 

I have done tha t right along . llcNary has never 
broken confidence once. Nei t her has Pi tbnan, not 
once. But anything new that comes up , I have a lwaya 
called them up . 

It seems to me that what we want to do i s leave the 
British froe to do what they want to do , 

If you and Ri ef l er, Jake, have some worries about 
this , I wil l call tomorrow morning. 

I would like to get a l ine from you on the more 
fundamental policy. It does worry me about the 
idea as to their going to as dNatio action as to 
embargo illlporta of silver in the one real market 
left. Don 1 t you care a bout thatt 

L!et 
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Yea . 

No. 

It ie not a ver, real market except potentiAlly. 

I see aometning more fUndAmental , thAt i f the war 
causes an increase in Indian prosperity, the Indiana 
will tr, and put lots of their new income into sil­
ver and whether the British Empire has resources 
available for the purchase or a useless commodity 
now and whether we should insist that they use it 
for that purpoa a • ••• 

I don't think we should unless Pittman insists , and 
I think that is decisive. That might be pointed 
out to Pittman. If he says we ouGht to kick a gainst 
i t , than i t may be pointed out to Pi ttman what their 
problem·is , but I certainly think that it ougllt to 
be Pittman's baby. 

Vlhat you might point out to Pittman is that 1f they 
take silver, it may mean that much less gold that 
they take , or keep. 

And i t me ana we got more gold. 

He is not interested in that. 

• 

Be is not interested in foreign •••• 

No, I mean that they taka leas 
or more gold and less silver. 
along those lines. 

silver or more gol d 
Be has never thought 

He has never been interested in the merits of the 
problem. 

No , he isn't interested 1n foro1gn silver, I don't 
think, but I think the fellow moat likely has O.an 
on his feet five hours . I think the first thing 
tomorrow morning I will call him up. That i .s the 
normal. thing that I do . I have always dona it. 

There 1a no grave 1lllportanca from the Bri tish point 
or viow that it be rushed, because this ia a step 
that they can take • ••• 

• 
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Don ' t you thi nk i t might be do.ngerou3 to call 
llcNnry? 

Never has been. 

1::4 

\'/ell, he is opposed to the repeal of the arms em­
bargo . He might t ry to make some poli tical question 
of it . 

He hns never broken confidence once , not once . 

I s it your thought thnt you show them both the first 
and the second question? 

J\ls t the second point. 

llo, I an not speaking of t he neutrality. All I am 
going to say is this , "The Engl i sh put up t .he follow­
ing proposal to me, that the Government of India is 
thinking of imposing an absolute embers o and they 
have asked me to comment on it. I wish you woulc 
advise me if i t is of any interest to you . " I am not -
I am j u st goinG to duel< tho othe r thing • 

If each of them come bock nnd say !tiel< i t i n the pants , 
our second pa:•ngraph no written kicks it in the pants . 
The reason ror the second para.g ro.ph vras so that you 
would have kicked it in the pants in a mild way i f 
t hey d idn ' t like it. 

I want to know whn t they say. I t ake it nobody in 
the room really thinks i t 18 important • 

It isn't important to ue at all . It seens to oe it 
is logical for the 9ritieh to want to do i t , and ae 
you sai d just a moo:ent ago , yo.:d1dn 1 t .:ant to say 
no to the Bri ti3h i f you could pos3ibly he l p i t , so 
I hope :;ou ere ricJlt about what Pi ttman will aay 
because I think i f Mr. Pittman says , "I am not ir.­
terested, " then we can say we have no comoent at all. 

Unless somebody gets ag reed , I th1nl< tomorrow moming 
when he is f resh I will call h im. I can also t hen 
ru:ve a chance to read wru:t he s aid, so I can s ay 
somethi ng on the phone to him f irst on wha t he has 
said, 
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Bll, Jr called 111 each ot the tollo111ng aen an4 asked 
each, 1n turn, thia question! •It you bad to decide Whether 
you would do a retunding thiS nek, What would be your 
decision?•, 

Mr, Ranes 1 I 8JII not nearly con-r1nced that it i s 
a good thing to do i t this weak. I hen been banging 
1n the baJ.ance, Last nell: it looked pretty sood, but 
I h&Ye been readiDg Yel'7 caret'ully the co-ents 1n the 
papers and I aa not as certain, as I wes last week, I 
want to think a little bit 110re about it. 

Bf· J{' I aa 1n the process or uldng up 111 mind 
not to o i • The old elbow does not teel right, The 
aarket is ner-rous . The Whole world is ner-rous, I am 
asking you now because I aa .uftici ently uncertain 111selt 
and, theretore, do not want these people to co.e down troa 
Mew York to see ae. 

Mr· Ranef ' I studied the tinancial paso tor the 
t1rst tiae inin months and I caae away with a teeUns 
ot hesitancy, It I was ~ing I would not r iall: 111 capital 
to buy anything at this tilla , 

* * *. 

llr 8&11;!,~1 I would eq yes . I would cert a1Dly 
retund~e wee , because I do not think aQJtbing is worse 
now than it will be &07 other· week troa now on. I t eel that 
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a ti-re-year note Yill go Y01'7 wall. I do not th1nk the rate 
aakes a bit ot ditterence, The problem is to ba-re a healthy 
i nterest, It they want a thrae-yaar note instead of a 
ti-re-year nota, I do not think that would aake any d1tterenca, 

, . J r1 I aa not in q re-t with you. I aa &skins 
the d1t arant people tor their op1n1ons. I u not interested 
in rates tor the -.nt, I tHl that tbia 11 the nell: thet 
Bnsland and Prance and Gara&D)' Yill decide Whether t here will 
be a world war or peace and I do DOt tb1nll: that this 1s the 
tiae tor •• to ba-ra a ratund1nc • 

Dr R1tf1tEI 
up the t:lance. 

•••• 
I would atart Usuinc bills and build 

... 
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g . .)'f! I do not nMd A!l1' .ore .one:r. I ban 1 billion 
tour . What I aa ••king :rou is thit~ I want to know are :rou 
in the trame ot mind to bu7 any securities or bonds? It the 
Balllbergar Foundation bad 11117 110ne:r to inYest, would :rou do it 
now? 

pr. Rieflerf res, I would. 

RM· .)'rt You baYe not giYen •• just What I want, 

Dr. Viner! It you do not refinance now, When would 
you do it? 

QM. Jr1 Dece•ber 15th, as a refunding. 
to do so111e financing. 

I 8ight have 

Dr . Yinert I would retund now, just to know how the 
111arket reacts. I would retund on a tiYe-:rear note. 

!II( Jr1 I aa not interested in rates tor the mo111ent. 
I teeltfiat thiS is the week th.at England and France and 
Geraany will decide whether there will be a world war or 
peace and I do not think that thill is the time tor •e to 
haTe a refunding, 

Pi. v1ner1 Yes , I think this is the weak, but I think 
the dec sion has already bean made. 

g . .)'r; But tba public does not lmow this. 

Dr. Yiner; It :rou do not do it this week, can :rou do 
it next week? 

HM· Jr; Oh, :real I can do it at an:r tiae. 

Dr. Uner: I thought that it you did not do it this 
weak :rou would not be able to do it until Deceaber 15th. 
In that case, I certainly would not retund this week. 

Dr. 
are 

**** 
The Secretary also conferred oYer 

Burgess and Kr. Bcclea, and recorda 
attached. 

the telephone with 
ot their conYerl&tion 
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lltc'd 3:15p. m. 
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Tht undtrtone was firm in light trading on tht sEcuritiEs 

Exchnn~t today. ThE month tnd liquidation passEd off satis­

fac tori ly with a carryover rate or 3/4% on the exchangE 

against 1 3/4% at thE prtvioua liquidation. ThE curb rat£ 

remained unchangEd at 7~. Most rEn t e isaues improved 

tract1onally. 

Tbt Journal Offic ial or OctobEr 1 publishts a dtcrtE 

raising thE ratE of 1nttrtst on the thrtt ytar National 

DefensE bonds f rom 33 to 4% 

(EliD SECTIO!I ONE) 

OSB 

BULL ITT 
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Rtc ' d 3 : (6 p . m. 

2284, Octobtr 2 , 7 p ,m. (SECTION TWO) 

88 

TbE Journal Official of Stptcmbtr"4 carriEd a decrEE 

(transmittEd with thE Embassy's dEspa tch number 4915 of 

Stpttmbtr 5) rtstricting rtlationa with tbt t ntmy; bastd 

thtrton tht Journal Official of OctobEr 2 stipulatts con­

ditions or applicat i on of this mcaaurt insofar as i t r e­

latEs to proptrty r i ghts and int erEsts or Fr, nch Nationals 

hEld in tntmy ttrri tory at thE outbrEak of hostili tits. 

Tbtot rights and intErEsts must bt rtportcd to tht officE 

of pri vatE proptrty and inttrcsto, W1n1atry of P1nancE 

(the body ehargtd with handling acqutstratlon clalm8 grow­

ing out of thE last war ). 

(END IA£SSAGE) 

ltllhltUIIJ'l ., .. ,."" 
. .. - ,, ~::O 

ft-;•4· , ~ID<Dt 

BULL ITT 
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Scorctary of State , 

Wa~hington . 

35, Stoond . 

PUll! 

PANA!U. VIA N . R. 

Da ttd Ootobtr 2 , 1939 

Rro'd 7:10 p.m. 

Pol lo lin;; ia tilt text ot the resolution on ccono::lo 

ooopcrat•.c-n approvtd at the plenar.,. n as i on on ScptEJIIbtr 30. 

"ThE mntlng ot tb£ t orrlgn ministers ot tht Amcrioan 

Rrpt•.blica rtsolvta : 

Ont . In v i Ew of the prcscnt oiroUillstancts , to dc ­

ollu•e t hnt today it is mort dtsirablc and nEcessary thAn 

r vcr to Establish a clost and sincere oooptration between 

t~r k~rr: ccn RErub11cs in ordtr thAt tht~ may protrct their 

coono~c £nd financial structure , maintain their t1scal 

cqa111br1um, sn te3WU'd thc stabil1tl' ot t br1r curreno1ta, 

pr~otc and cxpe.'ld thnr lnduatrl ce , intensity t!x1r agr1-

oulturc and dtvtlop thEir oomnrroc . 

Two. To crcatc an Intcr~cr1can financial and 

economic aclvisoDY conm1ttct conaia t1ng ot twcnty-ont cxprrta 

1n ccc.nontio problema, one tor Each of th£ American Rtpubl1co , 

which shall be 1notnlltd i n Washington, D. c., not lattr 

than Novtmbtr 15, 1939• and wl.l1oh ab811 b8vc the following 

tunct1ona 
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runotions l (A) to eonsid~r any probl£m or monEtary rElation­

ships, rortign txebangt managEmEnt, or balanct or inttr­

national payment situation, which may be prtsEntcd to it 

by tb£ governmEnt or any or tb£ AmErican Rrpublios , and 

to offtr to tha t governmEnt whatEver rcco=m£ndations it 

dEEms dtsirablc. (B) To s tudy. tb£ most practical and 

satisfac tory means of obtaining thE stability or th£ mone­

tary an~ comnu:re1al rtlatio.nships bEtwnn tbt American Rt• 

publ1os . (C) To providE , with tht cooperation or thE Pan 

AmErican Union, tht means for thE inttrohl>ngt of information 

bEtwEEn thE governmEnts or the AmErican Republics with rt­

f£rc noE to thE matttrs mtntioned in t he two prtotding sub­

paragraphs, as W£11 as for thE EXChangE Of production, 

fortign trade , financial and oontto.ry statistics, ouatCilL. 

legislation and othtr reports oo Int~r-AmErican eolnlll£rc£ . 

(D) To study and proposE to ~E govcrnm£nta thE mos t cf­

fcctivt measures for mutual cooperation to ltsstn or_ offset 

any dislocations which may aria£ 1ntht tradt or the Amtrioan 

Republlcs and to maintain tr,dc among tbtmatlvta, and as 

far as possible , thEir tradt with tht rest of the world, 

whiCh may bE &ff£Cttd by thE prESEnt war , On thE baSiS Of 

tbost l1btral pr1neiplta of 1nttrnational trnde approVEd at 

th£ Stv£nth and Ei ghth Int£rne.t1onal Contcrtncts of Am£rionn 

States and the Int£r-Am£rican Confcr£noc tar thE lla1nttnanot 

or Ptaot . Th~at prinoipl£s . shall bE rttaintd as the goal of 

thtir 
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th£1r long- term canmercial pol1oiu in order tbst t he world 

ahall not lack a basis or world•widc internationa l trade in 

which all ~Y participate after world order and peace may 

bt rtstort~. (E) To study tht poss ib~lity of es t ablishing 

a custom truce , or reducing custom duties on thE typical 

cow.odi tits which an American country 118Y offer in the 
(or?) 

market or another American country, or abolisMng or 

modityin3 import licenses on such commodities , as well as 

all tb£ othEr obstacles which rendEr difficult tb£ inter· 

change of products bEtween the said count r ies, of adopting 

a uniform principle or equality or trea t ment , eliminating 

all discriminatory measures , and or giving ample facilities 

to salesmen traveling from an Amrrioan country to another , 

(P) To study the nectssity or creating an Inter-American 

institution which may r ender rraaibl£ and insurE permanent 

financial cooperation b£tween the treasuries, thE central 

banks and aoalo6ous institutions of th• American Republica, 

and propose thE ~nnrr and conditions under which such an 

org8111zat1on should be u tabl1sh£d and d.etcrmint thE matters 

with which it should deal , (0) To atudy l!l!:Osur<S which 

tend to promote tht importation and consumption of pro• 

ducts or thE American Republica , especially through thE 

promotion or lower prices nnd better transportation and 

credit facil itiEs , (H) To study the usefulness and 

feasibility or organi~ing an Inter•Amtrican commercial 

instibltr 
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institutE to maint~>in thE importers and EJtport rrs or thE 

.A.Ill£r1o~m REpublica in contC>ot w1 t h E ooh othEr and to supply 

thrm •i th thE nEoEss~>r,- dnto fbr thr promot1cn or Intrr­

.A.111£ricc.n tr~>dr . {I) To study thr possibility or utab-

11sh1ng nrw industriEs and negotiating oom.~rcial treatiEs, 

raprcia;ly f or th£ intrrohangr of thr raw materia ls or raoh 

country. (J) To study th£ possibility that s i lvEr br also 

onE of ttt mEdiuma for international payments . ThE Inter­

American Economic Advisory CommittE£ aball communicate 

to the govErnments th£ results of the studiEs madr in raoh 

casE and shall r<co=ro th£ measures which it con:~idrrs 

should bt takm . 

ThrtE o To rrco~nrnd to thE govrrnmrnts of tbr 

Amrrican REpublics : 

(A) To tal«: DIE&surrs in accordancE wi tb tb£1r own 

rEa p<:ctivr l£g1ala tion, with a view t o avoiding inorraaro 

ot ratEs or premiums to en E xtrnt not juatitird by thr 

spEcial £Jtp£nsrs and risks incurred bEcausE of th£ prrarnt 

state of war , by shipping companies whi ch 1181nta1n trans­

portation s ervicEs bEtWEEn thE countrir:~ of thE continent, 

and ma~in£ ineurancr c ompanirs operating in their terri­

tories . ' (B) To promote thE negotiation of bilateral or 

multi- lateral agrr~rnts for t hr organization and maintenance 

of regular and connrctrd atramsbip srrvicro bttwrrn thE 

countries or tb£ conti nent i n ardtr to taoilitatr thE dir­

rot traffic or passmgrra and cargora . ThEse a~rrmrnts 

arr 

Regraded Unclassified



93 
-s- /135, OctobEr 2 1 from Panama vic: NR 

ar£ to mak£ spEcial provisions tor travEl~ saltsmtn 

and commErcial samplEs . (Q) To study th£ poss i bility or 

reducing to a mi nimum consular tees on manifEsts of vessEl 

in ttl: abon-mmtiontd sErvicEs, so as to mala: possiblE the 

shipmtnt of rtducEd quantities or commoditiEs which re­

quire rapid and spEcial transportation . (D) To study tht 

possibility, 1n accordancE with thEir ltgiolati m , or 

rEduc<ng to a minimum oort, sanitary anc! otlttr rorDlitiEs 

aopli£ d to t !!£ t raffic or ~~~~:rchandiaE bEtwtEn thE Amtrican 

Republics . 

Four. To rtco~End to tht govErnmtnts that thEy do 

EVEry thing possiblE to abolish obstaclEs to thE frEE 

IntEr-An~~:r1can movtm£nt of oop1t«lo 

Five . To rEcommend to th~ ~v€rnmtnts that, whEn 

dtt:ntd nEctssary 1 thEy nEgotin tE oc;rttm£n t~ 1 in accordance 

with t~ circumstancEs and lEgislation of tach country, 

With a V1tn to thE EStnbliShnEnt Of b03£S tbnt WO •ld onk£ 

fEBo1blt and sEcurE t.lu: granting or Int<r-Am£rican c r£41 ta 

wcich nay SErVE to intEnsity thE 1nt£rcbnng£ of ~roducts BO 

WEll BO for tl'.£ dEVElOpmEnt Of nntural n:sourCt3 o 

Six. To rEquEst tht govtrnl1l£nto of t'.'L most 1nduat­

r1o.l1zEd countries of t l:.E oont~nEn t to do VlhatEVEr is 

possiblE , within tr.eir ltgo.l fnoult1Es end c i rcumstancto , 

to pt'£VEnt EXCESSiVE and unjustifiEd incrECSES in t~E 

prieta of manuto.cturt:d articlEs dEstined for Export. 

Scv£n. 
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-6" #35 , October 2 , from Pt.nc.ma vic NW 

Seven. To recO!IIll'End ttat th£ Amtricc.n Governments 

promote the nEgoti a tion of c.rr~~ngem£n ts , in sccordnnce with 

thtir leg1sl o.tion nnd ·dthln thEir posa i bilit1ts , with a 

viEw to obto.1nir.g o.mple f nc1liti es with regnrd to thE 

treatmEnt or rttmbnrkntion of r~rchnnd1•e sold or acquired 

by Antrican countries , detained at t hE prtatnt nomrnt on 

bo&rd mErchant vtsstls of countries at war whi ch are unable 

to trans90rt it to its ori ginal destination. 

Eight . To reco~nend to th£ respective sovernmmts 

t hs t t tlf:y preserve 1n a reciprocal and g~ntrous for r.1 the 

lEgitlnllltE principlE of frttdon of oor.anunicat1ons and 

transit through the "orts and territor its of thl: Amer1oe.n 

nati ons , in accordancE with tll t legislation and internation-

al agree~nts in force . 

Nlnto To reco11tt1End tlw.t countr i es bordEring on each 

other hold, &dong thenselvta , ntEtlnga of the ir ministers 

of for£1191 arfairs , or of thEir tdniatera of finance , or 

of special plenipotentiariEs, in the capacity of onE of 

thm, in order to arrive at o.grummts f<>r s olving cCT..,on 

problems of a fin&nc1al , fiaoo.l , or economic charactEr, 

in confornity with the relevo.nt general principles of 

coru1ercia l pol icy n9proved at rco: nt Inter-A::u:ricnn confer-

£note . 
Ten . To n&l< E evEry Effort in orde r t o c onplet£ thEir 

respectivE 
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• 7• #ISS, Ootob£r a, hom PanCitl& do. IIR 

rcaprot1vc srot1ona ot thE PaD American b1gbwo.y o.nd to rc-
' Oa:u'~tnd to the coWltrln which ho.vc ro.t1t1Ed thE Buenos 

AirES Convention tho. t 'bEy draisno.tc o.a aeon ae possible 

one or oorE ExpErta to expedite till: tultlllru:nt ot thr 

rrcotmcllll.nt1ons ot the !bird P11n Aocr1cnn B1ghwo.y Congreaa . • 

• 
WEU£S 

IIPL 

• • 

• 

(j 3\' I 3 :l3 !! 

.. ll .. 10 
ll!l>fl~ll'l.l'l . .. ,~ .. , 

.,,,..~--4111 ... ...,:-:Q 
f"-'"\ 'i:H- :lJUI>I lQaot 
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I 
J'!lOK: hertcan Ellbua7, Berl1n, Oeriii&JIT _ ~ -
DATE: October 2, 19~9, & p.m. 

0 • ' \ 

NO. I l&<l2 

A reliable and authcritatiYe eouroa hae 1ntormed ue that 

Germany so tar haa been able to meat ita war tlme tisoal 

neede troa the l.arger rennuee trom taxaa (reeult1ng trom 

the new war eurtaxee) and b7 ieeulng abort term treaeur,. 

bill.a, It 1e stated that at th1e tlme the Reich is not 

conteapl.ating a long tara l.oan. 

!hie source etatee furthermore that as a resul.t ot 

ratloni.ng and other reetriotlone on priYate expenditures, there 

1e an abundance ot tunde 1n the mone7 market. 

The German J.nrr , it will be noted, is nov ua1ng 

wehr maoht Yer ptl.1ohtunge eohei.ne (arliT oertltloates ot 

indebtednele) to p~ tor 1DAn7 ot 1ta e111rgeno7 expend1turea, 

These oertiticatee are in ettect treaeur,. bill.e tor three 

and, el% montha which P&J 1ntereat at 6 percent. 

Apparentl.7 large quantitiea ot tax antio1pat1on oertit­

icatea and Ordinar7 treaeur,. bll.la &rl being issued in 

addition to the atoreaent1onld axtraord1nar,. bill.e. 

It ie requeeted that thla telegram be repeated to the 

Treaeur,.. 

d:;i l. r 

,, 0 

IU.:LW 
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TREASURY DEPARTMENT 

TO 

POOM 

INTER 01'1'1Ca COMMUNICAT10fl 

Seoretar.r~~'baa 

llr. Hu.JW' 

DAft 

The aUaobed 'able a and oba1't ehow 'WPA eJ1Pl0)'1len', weeltl:r 
tbrOugb Septeaber 20, 1939, and aon,bl:r thrOugh August 1939, 
t be latest t1guree aTa1lable on thee• eer1ee . . 

!he total nWiber ot I'PA worltere dur1ng tbe weelt ending 
Septe•ber 20, 1939 ••• ~733,000, an 1noreaee ot 39,000 o•er 
tbe preoed1ng weelt, and ot 12,000 o•er t be weelt en41n& 
September 6, 1939 , the weelt ooTered 1n a:r l aet ..-orandua. 

Attaobmente 

• 

.. 
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l.to.r or Wo~n lllplOJH - Weell:l:r 

OaUe4 ltd .. 

Week en41nc 
19~9 

l~r or Worker • 
(Ia tbouucla) 

Mllal'f 7 
J Mllal'f 1 II" 
J anuar:r 2l 
Januar:r 211 

FebJ'IIal'f II" 
FebJ'IIal'f 11 
FtbJ'IIal'f 111 
FtbJ'IIal'f 25 

llal'oh "" 
llal'oh 11 
llaroh 111 
llal'oh 25 

April 1 
April ~ 
.A.prU 2 
.A.prU 19 
.lpr1l 26 

=!o 
~1~ 
~2 
~ 31 

June 7 
June 111" 
J\1111 2l 
June 211 

Jlll:r ~ 
Jlll:r 2 
Jlll:r ~ 
Jlll:r 

Ausu•t 2 
Auguet 9 
Ausu•t 16 
Auguet 2) 
.biuat JO 

lephaber 6 
lephaber 1) 
lept•ber 20 

lovoe1 WOI'b rrocre•• Aea11lh traU•. 

~,070 ,OJO 
),001 
2, 9116 

2,~ 
2,966 
),011 
).~, 

~,032 
.009 

'·~ J, 

2,911Q 
2,9<!6 
2,761 
2,7~ 2,7 

2,m 2, 
2,622 
2,6o9 
2,5911 

2,59"" 
2,590 
2,5711 
2,551 

2,31111 
2,290 
2,250 
2,200 

2,0111. 
2,05J 
1,976 
1,1196 
1,~1 

1 ,661 
1 ,~ 
1,m 
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1f0!11:8 PROCHWI8 ADIIIJIItmll!IOI 
luaber ot Workere E.p1ore4 - KontblJ 

United Statu 

1936 
June 
JulJ 
Auguet 
September 
October 
lloYeaber 
December 

1937 
Januarr 
Februarr 
llarch 
April 
MaJ 
June 
JulJ 
August 
September 
October 
lloYember 
December 

1938 
Januarr 
rebruarr 
llarch 
J.prll 
MaJ 
June 
JulJ 
August 
8epte•ber 
October 
NOYeaber 
Deoeaber 

1939 
Januarr 
rebruarr 
llarch 
April 
Kq 
June 
JulJ 
Auguet 

• 

Source: Worke Progreu Matn1atrat1on. 

luaber ot Worker• 
(In thoueande) 

2,256 
2,2119 
2,377 
2,432 
2,581 
2,433 
2,192 

2,138 
2,146 
2,115 
2,070 
1,m 
1,821 
1,'569 
1,~ 
1,~ 
1,~76 
1,520 
1,629 

1,901 
2,075 
2.395 
2,582 
2,678 
2,767 
3,053 
3,153 
3.21J 
3.3 
3.31~ 
3.09 
2,986 
3.0~3 
3.009 
2, 751 
2,598 
2,551 
2,200 
1,~1 

llcntblJ t~e are weaklJ t1gurea tor the lateet week 
ct the 110ntb. 

TheJ 1nc1uda cert1t1e4 and noncert1t1e4 worker•· 

99 

Regraded Unclassified



-

t--

.• t-

WOAI8 PROOII&S A DM IKJe~IAf iOM 
......,... ot •o,-•n -IOFM 

.. t ied 8tatM 
MDnthl)' • .r.a . .,lo~t •Milt)' • · • · • · .,1~1 ' t J 1 It~ I ' ' J. 

• • •·1 r-'.-.''rr'T,r'',.,.'=r,:•:,.,r'""'rr"T,-r<--'....,m' ' . ' ' ' · ·~~001· 

. . ' . 
o.ou.t.•-"' 

----r----t---r/\-\t----1··· 
( \ .. ·'\ Vl-1--t- ---t--J--tl __ \\----jl-0 

_\\---f-\'Lli--Hf_--t--\-\ --J•· 

.._v_-t-\~-----'\--tt-/ --+---\---1··· 
l---!--_l-\--fl----t---\--1··· 

\...../ 

-i--------~~----------+---------+-----------;•·1 

•• 

.. 
'-'-" 'I 0 

... .. 
••• 

'· ' 
' •• 

•• I 
•• 0 

'· • 
•• • 
1. 7 

1. • 
1. • 
1 • • 
1 .. 
1 ·' 
• • I 
' •• 'I .. 
. . 
.• 1/ 
•• 

I i J 8 -·· -· ~· .,~,. ~ ~·· m· , I 

I"' I · 1/ 1\ 
\ 

~ 
I 

) 

IL 
/ 

I lo J f -· -· t.VI . 

\ 

1\ 

L\ 

II 

It J t 

•.. 
'" 
w• 

.... 
~ 
•U\ 

' •• 
' .. 
' •• 
).J 

••• 
J,O 

••• 
'·' , .. 
••• 
,. 
... 
1.1 

'·' 
••• 
••• 
• •• 
'·' ... 

Regraded Unclassified



TREASURY DEPARTMENT . ,., 1 _.., 
I NTER OFI'ICE CONNUNICATION COIIPIDU'l'UI. 

October 2, 1939 

TO 

SubJect: 

Seoreta~~entbau 

llr. Baa~ 

The Bueineaa Situation, 
Week ending Septeaber 30, 

Conolu11ona 

1939· 

(l) The tiret atage or the n ee in ooaodit)" pricea, 
in wb1ob war peyobolog played a prollinent p&rt, baa appa%'­
eotly oo• to an and, 1Ji th .ore nearlT nor.&! operation ot 
eupply an4 deaand taotora du1'1ng the p&et week or 110re, 
decline• baYe oocurred in prioee or IUAT oo..od1tiee. 

(2) Owina to increued euppUee wbioh are now becoa1ng 
an1lable, .ore or leu delay ia likely to be experienced 
before prioea atart a broad upward .OYt•nt under the intluenoee 
or rieing ooete, increased de•n4, aad 110• t ary expandon. 
'l'bie delay ..,. be aborter, bowenr, thlll durina the 1Jorld War, 
beoauae or the •ore inflationary potentialitiaa ill the preeent 
aonetary •ituation and the etronser poaition or labor uniona. 

(3 ) AD rBB index or about 110 1a expected tor llept .. ber 
(nreua 102 i.n Augut), with a turther atroaa riae probable 
during the lut quarter or the )'tar. '!'he n l UM or new 
orderina, bowenr, haa tallln ott tro• ita earlier b1gil lnele, 
and the probabllit1ea DOW aee• to tanr •- aatbaok 1a ind.aa­
tnal produot1on troa ih tourtb-qaarter peak durlna tha tlrat 
hal t or 1911<>. 

'l'ba Pr1•• aitaat1on 

'l'ba apaolllat1Tt b1171JIS waTt or earl)' llept•ber baa g1Tan 
way to a penol or acre oaat1oaa b1171ng, aad pr10!a or a&DT 
bu1o co-41 Uta baTt tlU'D!d downward. (See Chart l.) 
Inoreued euppl1ea or Tarioaa oo•od1 Uea, p&rUoU1ar1y or 
agricultural procSDota, attnohd to the aarket by the pre­
Ya111na b1ab pr1oe ltTtla, baT! addel ad41 t1ollal prt~aure 011 
prioea, &D! aot1Tt bu,.1Dg 1ntereet h&a bttD Dot1oeably laok1ng 
1n ao .. oo8110d1 t1ea on the deol111e. 
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I t appears that the w&l'-acare stage or the COllllllOdity price 
r1ae 1a over, and th&t more or leaa del&J may be experienced be­
tore a general price r1ae gate under W&J on a more substantial 
baa1a, assuming a continuation or the war. In the meantime, in­
creased production or various products and materials , where costa 
have not increased aa much as pr1oea, will tend to hold prices 
down. The large volume or buying already done must &lao be di ­
gested before another important buying movement gets under way. 

The outbreak or the World War waa similarly followed by an 
immediate apeoulat1ve buying movement , whioh lifted the BLS &11-
oommodi t i ea indvx 2·3 pointe (1926 • 100) rrom July to August 1914. 
Thi s year, the rise i n Septeaber over August was about 4 pointe. 

Quoting a report or the War Industries Board on the 1914 
situati on : •Kany or the panicky apprehenaione proved to be mis­
t aken or at least preaature, so that the prices which bad bounded 
up eo suddenly subsided agein 1n September or October.• Arter 
thh tl\ll'ry, the p rice index dropped baclr. to its pre-war level 
and remained there until l a te in the following year, despite an 
almost immediate rise in exports . In view or the present huge 
volume or exoeaa bank reserves, greater abi l ity ot labor unions 
to force wage increases, and other factors , the basis for a 
general price rise is apparent l y stronger today than it waa 
ln 1914. 

BLB index keeps steo with raw material prices 

One reason for doubting that the general price level will 
go much hi gher in the immediate future 1a the tact that wholesale 
pr1oea ot semi-finished and finished goode, as measured by the 
BLS price indices, have already tully reflected the rise in raw 
material prices. Th1e results largely from the fact that the 
recent panickY bu.ying epread to all types or goode, wher eas 
usually an increase lor decrease) in demand 1a first reflected in 
raw material prices and later translated into prices of f1n1ehed 
product a. 

The notable price rise 1n 1936-37, tor example, (See 
Chart 2) began tirat in raw material prioea. The BLS all-com­
mOdit ies index continued to lag until the spring or 1937, owing 
to the uaual delays in marking up prices of finished goods. On 
the decline in 1937-3! the aame sequence was observed. 

For several months previous to the recent outbreak or war, 
the general commodity nr1ce index, ae ehown on the chart, wae 
in approximate balance-with raw mat erial price& a a determined 
by prev1oue relat1onah1pe. Weekly data shown at the right of 
the chart indicate that t he recent apeoulat1ve buying movement 
hsa raiaed the general index even rast er t han the index or raw 
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materiel pr1oes. Until the latter &tart another r1ae , whioh 
aopeara not an immediate proepeot , tbe chances seem against &n7 

oaterial further riae in the general BLa price index. 

Coat taotore important in price outlook 

103 

So long ae the ooet ot pr oducing commodities and goode doee 
not rise, no material increase in prioea oan be expeoted, einoe 
the volume ot producti on will be etepped up to meet the 1nor eaae 
1n demand. Ph:f81oel i nab1li t7 to expand production 1mmed4tel.J , 
ho•ever, ma)' result i n temporar7 price r1see even it costa remain 
la. . 

The increase in supplies in raeponse t o higher prices was one 
imoortant reason tor the tact that the trend or prices remained 
tlat tor more than a 7ear atter the outbreak or war in 191~. ex­
cept tor the initial speculative flurry. The increased demand 
brought on bT the war was quiokl7 met bJ a pronounced rise i n i n­
dustrial production and bJ i ncreased output or mines. It was not 
until tactor7 output approached ita practi cal limit or capaoit)', 
in the latter part or 1915, and labor costs increased, that prioea 
began to r18e. 

In the present sit uation, production coa~s may increase 
through the operation or some combination or t he following !actors: 

(1) Increased labor coats , wh1oh will come sooner new 
than in 191~. owing to the stronger position or 
labor unions. 

(2) I ncreased material costa resulting rroa curtailed 
l aporte or ao:u products, higher shipping ooat a on 
others, and l i mited domeatic supplies or aome 
pr oducts (auoh ae steel scrap). 

(J) Bottlenecks in some industries producing ra• materiala 
or seai- tiniehed produot a due to present oapacity 
l1JD.ltationa. 

(~) Unusual tac1lit i ea tor credi t and monetary expansi on, 
wb1oh, combi ned with speculative tendencies in trade 
and industry , mq r eaul t in r aia1ng pr1ou or indua­
trial raw materials mor a rapidlT than the eupplT oen 
be increased , and contribute t a.ard developing an 
infl ationary ep1ral. 

An 1nd1cat1on that hlgber prod110t1on costa are llkelT to 
atrect Oolll!llodltT pr1cea somewhat aooner than during the World 
'lfar appears in the pr ompt moveunt a.ong labor unione to use the 
recent r 1ae 1n commodit7 p rices ae a bae1a tor increased wage 
demands. In the textil e 1nduetry, the A.F.L. union ie to 
l aunch a drive immediately tor wage increases •or at leas t 
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20 per oent 1 , while ~~ 0 . I . 0. IU\ion llal ... ted to ~"~ct• at 
aanutaotul'lre 1n the woolen 41rtl1on tor •aa 1-41ate u4 
eubatut1al 1noreaaa 111 waaea• due to hiper 11rtn& ooah. 
In the ltlll 1n4uatl')', a aew 0.1.0. 41'1Te to organise woritera 
1n 1ndepen4nt at11l plant• 11 eohe4u1ed to aet under wq 
th1e 110nth. 

The ateel e1tuat1on 

The rate of operation• 1n ~ ateel 1nduetl')' 1'011 thia 
week to 87· 5 per oent of oapao1tT, Y1rtuallT l'laoh1n& the 
peak lenl of 1937. (See Obal't 3. ) The oul'l'lnt nte 11 
01011 to the praot1oal 11ait or preaent oapaoitT. tbou&h tbe 
oapao1t7 a&7 be iDOI'Ialed thl'ougb obaolete a1l la bela& re­
oon41 Uoned aDd bi'Ought into operation. 

A teatlll'e of recent weeki baa been a pi'OnollJioed rlae 1n 
ateel eorap prioea, (Sbown on Obel't 3), oooae1one4 1n pal't b7 
a l1a1ted tTa1l able IIIJiplT. The rl11 1ft eorap and other raw 
.,terlal prioee hae 114 the L'llken,a Steel OollpfJIT ( a leacUn& 
llfllufaoturer of eteel platee) to niee pr1ou on al l 1t8 
ateel produote •5 a ton. Steel prioee tor ehipaent during 
the t1rat qual'ter of 191W, on wb1oh 111 announoea11at 11 11kelJ 
eoon, are elg)eote4 in the trade to abow eubatut1a1 tdnno11 
oTer preaent leTela, whloh ezpla1na in part the rueh to get 
del1TII'J before Januai'T 1. 

Stell OOIIPaD1ea DOW are reported to haYI untilled ordera 
eutt1oient to Ofl'l'J ~· at peak operation• thi'Ough ~ reet 
ot the 71ar, aDd, in eo• 1natanoee, t hi'Ough the t1ret quarter 
of next Tear. ••• ordere reported oont1dant1all7 th1a weak bT 
the U. s. Steel Corporation, probablT repreaenttng boOklnge 
.,de bT their eube1d1fl')' oorporat1one a week or eo earlier, 
roee to a higher t1sure ~an fftJ' prenoua reoor4 baolt to ~. 
beginning of 1933· 

The pou1bll1tJ of tul'ther heaYT blqlng of ehel durlng 
the f1ret quarter of next Till' 11 eugguted b7 the taot ~t 
ateel OOIIPan111 haTe a1o\e111Pte4 to l 1aU pre .. at order• to 
TOluaea that ou be 4el1Yere4 before Janllfi'J 1, on ~~ e:q~~ota­
tlon that pr1ou Will be 1nol'laaed after ltlat UM. Thla hal 
1nn>1Ye4 redao1ng MilT ordere, aDd &llooaUng order• to 
cuetoaera aooor41ng to their ueual YOluae of bue1neae. It 11 
aa14 that 1&111aen are be1a& u11d to out down order• 1netead 
ot to eol1oU ordera. 
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8truotural 1t111 ordere haYa 1Doreaeed aubatantiall7, 
1n oo~ with the 1noraa ... ordere tor othar eteal pro4-
uota . (8aa Chart 4.) HeaYT conetrucUon awarda, bowenr, 
ban tended to diol1Da, •• ehom on the eaae ohart, hence 
tbe bu71ng ot etruotura1 etael -.r be largel7 tor il1Yentor7. 
Laet 71ar, etruotural eteel order• durin& one week i n 
Bepteabar (noticeable on the chart) were aharpl7 expanded 
b;y a huge order tor a llaw Yorlr: boul1ng proJ aot ot the 
Metropolitan Ineu.rance Companr. 

Mew buring f1aokane 

-". _v· ... 

J:rtdenoe ie bag1Dn1ng to appear that the bu;ying wan ot 
recent waake ie daoreaeinc, and that pr1oa IIAJ'k-upe in Yar1oua 
inetanoae are .. ating coneuaar reeietanoa. In the aarket for 
eteel eorap, t or a~la, recant price inor••••• deaanded b7 
ullere are •••tina no real teet, and tba laok ot laportant 
oontuatr bu7ing at theee leYele baa l ett the pr1oa eituation 
uncertain. 

In the pig iron urkat, acoor41ng to raporte troa the 
Clenland area, no laportant ealae han 71t bean aade at the 
1noreaeed pr1oae announced .ora than a week ago. W1tb aoet 
ooneu•ere wall ooYared tor the fourth quarter, bu71ng ie 
reported again almoet at a etandet111. 

Our new ordara index (8ee Chart 5) rou to a new high 
during the week ended 8eptel6ar 2j, owing to the further 
aarked rue 1n reported eteal ordara, which probabl7 wen 
or4ere aotuall7 placed durinC the praoa41ng week. Textna 
order• dac.l1nad tor the eeoond euooeui•• weak, and order• 
f or pro4uote other than eteel and taxt1lae reaalned rather 
low. ' Trade report• •nt1on a general falling ott in new 
bu;ri11g in the paet week, with a 41epoe1t1on aaong bu7ere to 
taka a aora caut1oua attitude toward pr1cae. 

Maw order• tor luabar dur1DC tba weak ended 8aptaabar 23 
1noreaeed eo•ewbat further, reaching tba b1gllut lenl elnce 
1930, accor41Dg to report• ot the llat1onal Luabar llanu­
tacturere' .t.aeociation. While production of 1uabar tor the 
;rear to date ia 17 per cent oYer 19311, new order• are 21 par 
oent higher . 
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Secretary Morcentbau - 6 

9!1rr!nt 'bua&.... uwe 

!be Jew York T'--• bue1n .. e i .Dilez tor the ••* ea4e4 
Sep~uber 2' ro .. 1.1 po1ab to 101.1, tba htctM•t f1Pft 
e1.noe the "'k e8414 Ootober 2, 19'7· Mark14 1nerea••• 1n 
tbl 1n41oee of et .. l pro4aetton aa4 auto110b1le pro4uotton 
were partl7 ott01t b7 deoltaee in 1n41oee of ellotrto power 
production, cotton .U.l aoUrtt7, and 1 &11 other' oarlod1JIC•• 
!he cotton atll 1adlz tural4 down Mdlratel7 athr a ebarp 
r101 111 the preY1oue "ek, Wb.loh hd oarr1e4 U to the 
h1p18t llnl 111101 tbl .-r of 19H. 

t'be Federal lleeer.e Boar& eet~te• oollt141nt1all7, 
on tba ball• of week17 data eo tar &Yallable, that the 1D4ez 
tor Septe•ber ~be about 110, ae oollparl4 w1th 102 in 
Auguet. !he larce YOlllH of ~to•eetto order• placed after 
the outbreak ot war, tba reopeh1Jli ot oil welll tollowlJli 
an eztene1n lhut4own 111 Aucuet, together nth a oont1nua­
tton of reooYerT that wae alrea47 Ullder wq, are eUI4 a• 
oaueee of the 8-polllt upturn. co-eat 11 ~ tbat turtblr 
1noreuee 111 outpat are l1kel7 1D Ootober, and that the 
prodaotton 1ndez ·~ ezoeed 1151 • 

.:os 
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0 ORCAIP KBB'l'IIIO October 2, 19:59. 
9 1~ •••• 

Prenntl 

B.li.Jra 

Mr. Gaston 
11r. Viner 
Jlr. OraTeS 
Mr. Durtield 
llr. TboD!pson 
Mr. Baas 
Mr. White 
Mr. Bailie 
llr. Hanas 
Mr. Cochran 
Mr. R1atlar 
lire lOots 

(To Mr. IIanes) Did you get ~ 1118aaage about Delane, 
ea:Jing he has been away t hree weeks nowT I want 
h1m to come back illmedia tely. He haa been playing 
around at Salt Lake and Seattle and one place and 
another tor three weeks. I would like to have h1m 
back here and have h1m tend to his job, I would like 
h1m to come back at once. '!'here 1a a lot going on 
here. Can you aee any reason why he should be gone 
tor three weeks? I would definite~ like tc have 
h1m back. 

Now, we will bring everybody up to date, Duffield 
amongst others. I am doing the beat I can. We had 
a request tr0111 tho State Department to assist them 
to prepare a memorandum on this 9G-day credit clause 
and the people worked Saturday and all of Sunday, 
and last night a m.emor andWII went to the President 
s tating our position on the J ohnson Act, in which 
we take the poa1t1on that there 1e absolutely no 
eontlict between the Johnson Act and the 90-day 
credit clause, and g iving a history or the credit 
clauae. 

In riq conversation with llr. Hull, I IIUlde it very 
clear to him that we would in no way communicate 
with anybody on tho 8111, I mean we would concen­
trate our coamunioation with the President and with 
111' . Hull, and I want to live up to that, you see, 
and particularly in view or riq conversation with 
the President last night . 

On thi a m0111orandW11, he d1dn 1 t want 1t aa1d that 1t 
was trom. me to him beoause he ie leaning over 
backward and he 1a net going to make any rec.-enda­
t1on. . I take 1t what he did, altbough he d14n 1 t 
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Dut tieldt 

H. lo! . Jrt 

'/1nort 

H. :l. Jr t 

- 2 -

tell - , was that m::r memorandum went - I te.ke it, 
I don't know - to llr. Hull and from llr. Hull to 
the Hill, but I don't want it changed, I don't 
want it to show that, eo be extra careful, will 
you please. 

1'/e jus t don 't talk about the 90-day credit. 

No , i f there a re any questions , just refer them 
to the Sta te Department. I take i t Dr. Viner has 
got a copy of that memorandum. 

No, I don't keep them. 

It you want to see one or 
one, i t is available, an4 
see one, it is available. 
turn it back, 

llr. Risner want s to see 
it Kr. Bailie wants to 
You can just read i t and 

Have you got a copy for youraelff 

IlAne at Yea . 

n . ~ . Jr t 

l'lh1 te t 

H.U.Jra 

~ttieldt 

H.U. Jrs 

~ttield t 

H.l&. Jra 

I have got one, a carbon copy. Baa Poley got themf 

Foley has got one. We have got one. 

Did you have time to u s e the revised oneT 

Yea, I did. The revised one wen t. I just wanted 
to caution outfield that you worked a l l day yes t erday 
on it on account ot m::r eonveraa t ion w1 th ll.r . Hull 
and I don't want the President i n it or any comment, 
please. 

Yea . 

And it you want to read it eo that you •••• 

I guess I better hadn ' t . 

Well, it is very interest ing. I went over it yea­
terday and I am aatiatied. In other words, what 
the President i s doing ia - my advice , when he a sked 
me , was that he should not try to pus h the 90-day 
clauae and he said that that was just exactly what 
he had 1n mind and he 18 particularly delighted to 
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lln111e 1 

H. ti . Jrl 

Cocl\ran1 

H, M, Jrl 

Be..1 l1e 1 

n .~.Jr: 

Cochra.n1 

:.14 

- :1 -

rind that a meeting took place in this office in 
19~4 at whicl\ Sena t or Johneon was present and we 
a sked him the speci f io questi on whether short- term 
credit was i n conflict w1 th what he had in mind, 
and he said no . 

Now, there is a. memor andum here from Foley backing 
up a. t e lephone conversation that I had with Mr. Bullitt 
about the Poles. I take i t they want to e i ther trans­
fer their gold to the Uni~ed States or something or 
other, and I think Foley ough t to sa tle !')' himselr 
f irst on this th ing. I want to be triple caretul 
on t his Polish question and i t the Fed comes in and 
we are crowded on the thine and the Fed can r e tain 
counsel as they d i d before on the sugges t i on that 
we retain Mr. Stimson on this i f we need actual. 
advi ce , Iou s ee. But if Bulli tt and Biddle - i f 
the t wo B's" are going t o crowd me on this thing, 
which I 1meg1ne they will, and there 1s any doubt , 
why then, I wruld like to retain II>:' . Stimson , you 
see, because I can't and t he Federal of New York can. 

New York Federal can, yea . 

And on the silver thing for the re~est f rom London , 
t hat i s in the hands of t he three e •s• , i s i t not? 

I passed copies of the memorandum on to them. 

The r eques t about the sale o f s ilver by India. Will 
you fellows take a l ook at that this morning! 

Yes . 

I think we ought to give an answer to that" Indian 
silver today if we can, and I am sure that Jir, Bull1tt 
will be crowdinG us on the other question. 

Then t here is an extra-confidential cable in here 
whi& was handed IIWl yesterday f'rom Kennedy and I 
will g ive it to Cocl\ran. He hasn't got it ye t . 
Anybody who thinks he is enti t l ed to read i t , the 
ealeo of securities and gold , can read it 1n 
Mr. Cochran's office, but I don ' t want it to get 
out or his hands. 

All right, sir. 
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!lAne a I 

H. U.Jrl 

Jianea l 

H.aaa: 

Hanes: 

Haas: 

Hanes : 

H. !.! . Jr l 

Hanea : 

I! . M. Jr: 

Han eo : 

easton: 

H. M. Jr l 

• 

- ' -
VIe have got a letter tl'om the committee here to 
the Di rector of the Budget (handing letter to 
Secretary) . It is a r evised estimate but i t showe 
it is down about 188 million from the last time. 

Where is it down moetly' 

Two 1teme. one ie 125 million nnd the other is 
25 million. Tbe 125 - what was that? 

CUstoms . 

That i s right . Tbe CUstome estimate 1s down 125 
and wha t is the other, Social Security? 

Social Security, for tl'eeztng that tax. 

With a loss of about 25 million, 

Shall I give this to Thompson? 

Yea , unless it should go back to George 's office. 

Anything else? 

llo . 

The officer of the Coast G~ard called ma up Saturday 
afternoon to read me a communication handed him by 
Thomsen of the Oerman Embassy throogb the State 
Departmen t which the S tate Department transmitted to 
the Coast Guard and whi ch we 1n turn transm1tted 
to the different stations , which was a wernin6 to 
American ships not t o z1c zag or attempt to run away 
!rom oercan submarinee , otherwise they m1gbt be a le­
taken for belligerent ships. 

Then one of the radio techn1c1ana over there who 
11stena 1n on his own se t in hie epare t ime reported 
that a. beard two Brit1eh sta t ions repeating a message 
which they said they had pi oked up !rom a German 
eta&ion announoins that hereafter because Brit1ah 
ships were generally being armed, they would be sunk 
without waming. 

Well, they sunk this Danish •• •• 
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H. !.l. Jr: 

Gao ton : 

P.. U. Jr: 

Ge:ston: 

H.U. Jr: 

Gaston: 
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Gaston : 
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They did sink the Danish ship without warning . 
Apparentl y they are sending out genere.l ins tructions 
to that effect now, 

Did you ~e a start on that suggestion to the 
White House? 

Yea , I did. and Starling and the Chief came up and 
talked to me abou t it and I have written him a 
meMorandum about i t . The substance or i t 1s that 
they feel that they have no Jur·i sdiction on the 
streets and that they have aaked for the help or 
police departments in patrolling their ter r itory 
a nd that there 1s nothing new about it, they have 
done i t for 26 years. 

But these s treets a re inside the White Hous e. 

He says they are no t inside the Whi te House , they 
are onl y patrolli ng this street out south of the 
White Hous e on the public str eet, outside the fen ce, 

and that there are no metropoli tan police or national 

park police inside the Whi t e House grounds . 

I still say I saw twice the pa rk police inside the 
portico. 

You sa w them inside the portico? 

Sure. I stopped and asked a fellow. I said , "l'ihat 

are you, • and he said, "I am park police .• 

llell , I will t a lk to the Chief again about it. He 
told me that all t ha t they wero doing was pa t r o lling 

the street to the south of the White House grounds . 

I go through the e as t portico and I have t wice n ow 
aaen this fellow, a man with this triangle on his 
shoulder and I .s topped and talked to him and said, 
11What are you , • and he told me what h i e record was 
with a revolver, and I Jus t had a little conversation 

with him. 

I imagine they are Just be 1.ng eh\l.mllry. They would 
rather sit there in the llhite House than patrol 
their bea t , but I will talk to the Chiof about it. 
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H. U. Jra It I can aee th~ inaida the White Houaa , eo can 
an;ybody elsa. 

oaa tau Yea. 

I! . JJ . Jra Anything alaet 

aaetona No, nothing elsa. 

rurtialda Nothing. 

H. ll.Jr a Is there anytbing interes ting in today ' a paperT 

tutt1ald 1 I didn' t see an;rthint; in the !lew York Time a . I 
didn't get a Tribune nor the Wall Street Journal. 

H. U. J ra Run t hrough t beae {banding clippings to Durfield) 
while you are here . 

bailie a 

H. K. Jra 

ilailie a 

H. li.Jra 

ila1l1ea 

n.n.Jra 

Cochran a 

H. II. Jra 

!U a flera 

Haua 

EarleT 

Nothing. 

How was the country? 

Not as wet aa this part o r the world . 

Are you all rightT 

Yea . 

llerleT 

I have nothing. 

You are here early tbia morning , aren ' t youT 

No, late. I bad to wait a halt hour for a taxi. 

George, at 11:15 walk in here , and I want to know 
wba t the theoretic prelllium that we figured on the 
laat tour note ieauea we got out, ia , at What price 
the;y would aell, the five-year note iaauea. Look 
up the laat four . 

What we bad at the time they were iasuedt 
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H. lJ. Jr : 
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H.:! . Jr: 

Haas: 
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Haas : 
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H. :J . Jr: 

Haaa: 

Foley: 
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Ye a , when t hey wore iaaued, wha t we f igured they 
would sell at and what they opened at . We always 
have a theoreti cal and there ia so many 32nda 
premium. 

Yea , and what they a ctually sold at . 

Do you think you can do that? 

Yea , I think so. I think we ha ve a record of i t . 

I th1nlc there must be a record somewhere . 

I tb1nk we have i t . 

In other words , I would l ike to know what we figured 
they would sell a t and wha t they did sell at men 
they opened . Will you come 1n at ll: lst 

Yea . 

You know what I mean? 

Yes , I know what you mean. 

I f igured, well, they are going to sell at three­
quarters to a point premium. 1'/e always have a 
f i gure , you know. 

Oh yea, I know you do. Someti mes there i s some dis­
agreement. 

You asked for some charta. 

Let's have that a t 11:15. 

Yes , and I have that othe r stuff here (banding 
report t o Secre tary). 

Then have it at 11:15. 

All right . That ia all I have . 

Here are some memoranda for you. (Handing doCUID8nta 
to Secretary. 

' ' n __ :; 
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H. JJ.. Jrs 

~·oleyl 

U, IJ, Jr: 

Foley: 

ll ,!l,Jr l 

Foley: 

U, l!, Jr: 

Poley : 

H. U. Jrt 

Foley: 

B. tt.. Jr: 

F'oloyl 

li , !.I, Jr : 

Foley: 
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Is there any necessity for doing anything? 

No. 

This i a what Fol ey sa id 1 "Yio have ntled that 
neither the Johneon Act nor the provision of the 
Neutral i ty Act in relation to making of loans or 
extension of credit to be l ligerent countries 
apply to your government or any agency thereof . 
Tho Attorney General concurred 1n this, Nothing 
1n the Neutrality Bill, Which has been reported 
out of the Senate necessitates any change of 
this view. w 

Then, there 1a nothing to do , juat sit tight . 

Now, this memorandum whleb we gave the Preaic!ent 
last night, has the Attorney General got that? 

I talked with him last night and sent a copy to 
him. 

I woul d like somethlnc; fran him. Can you give 
him a l i ttl e 1118morandum asking for a note t o me , 
saying that he concurs? 

Yes . 

I think i t is too important to have i t just over 
the phone. 

O, K. 

If be would send back a memorandum or sO!!lething 
to say that we are all right . 

O. K. 

EdT 

I wil l take ca re of it, 

What else? 

• < Q ---

I wasn 1 t able to get Ince on Sa turd.ay . He waen 
1 
t 

1n his office. I will call h1m this morning. 
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H.li. Jr: 

Poley: 

li. I.I . Jr: 

Vlhi te I 

H. ll .Jr: 

White : 

H. ll.Jr: 

\Yhite: 

I! .II.Jr: 

l'lh1 tel 

H.M.Jra 

White : 

H. II. Jr: 

\Yhite : 

' 20 
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He is aiok, I understand, in the hospital . Stomach 
trouble. 

Anyth.ing elset 

No . 

Harry? 

The f irst preliminary reports or trade are in ror 
the t1rst twenty-two days in September and they 
are or s0111e interest because they show, as one would 
expect, a pretty sharp decline 1n exports . Exports 
practically disappeared to Germany and Poland and 
t here was a very sharp drop to France. There wa a 
an ordinary drop to the other countries. Altogether , 
i t one makes an estimate on a proper rate on a basis 
whlch may be altered before the e nd or the month , 
0\tr exports will have dropped about a fourth ror 
this month. There is some other data. 

I have that. 

For the week ending September 20, there was a capital 
inflow ot 35 million a.nd we sold - I mean we bought 
back more American securiti e s, that is , foreigners 
are selling Ameri can securities, about 9 or 10 million 
at the end or that week. 

On balance? 

On balance. 

Over what periodt 

The week ending Sep tember 20. 

That ie not much. 

No, it just indicatee that there is a steady • ••• 

When you gi ve me a t i gure like that , do :you ever 
check it with etat1s t 1o1ane ot tho SECT 

We get thei r tigurea on juat atocka alone, each day, 
and there 1o always a comparison made. This is the 
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H .~ . Jr: 
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t'igure which 1ncludea not onl7 stocks but bonds 
Whioh we get a week later, 

Do you ever call them over here to follow thetf 

No , I haven ' t recently. Vie haven ' t had anything 
tor over six months. Would you like them to get 
these figures? 

:.21 

I would like to h ave some contact between them end 
ourselves on that. 

We ge t a report troc t bem every day , their report , 
but tb8'f don' t get our report. In other words , 
their refort does not include bonds. Ours does. 
'!'bey don t get them until three montha later. 

Who 1a their head fellow over there? 

Ooldeohm1dt 1s 1n charge of this aspect of it . 

l'lby not have a talk with him and a&k him 1f be 
would like thia and if be does, I will send it 
formally the first t1mo to the Chairman of the SEC 
and then after that regularly. 

Right . 

I think once in a whi le you ought to talk to those 
people . See what they are doing. He miSltt have 
something new. 

!U.gbt. 

An7 thi.na elsef 

Nothing. Did you say you want thlsf 

Yea . 

'l'bla 1a the Department of Commerce figure (handing 
document to Secretary). 

Harold , I can ' t r emember why I am see i ng Coll ins 
at 11100 . Can you be heref 

Yea . 
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I don ' t know why, do youf 

I don't know either. 

We have taken care of th.a t que a t1on ot rA tee 1n 
Governments and citiea, haven't weT 

Yea . 

:.22 

Then we can juat cancel that. Tell Collin& I don't 
need bJ.m, 

All right. 

I will meet George at 11115. Will you tell b1mf 

Yea , a1r . 

I am all o. K. 

In the next two daya I a= concentrating on whe ther 
we will or will not finance , ao i ! anybody bas got 
any 1deae , you migh t write me a little memorandum 
on this financing thing. That ie all I have. 
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~IJr: Hello. 

Operator: Secretary Vallaoe. 

1!!-!Jr: Hello. 

o: Oc ahead. 

HMJr: Hello. 

Henry 
Wallace: Hello. 

HJ.I.Jr: Henry ••••.• 

V: Ye a . 

H!IJr: Henry Horgenthau. 

'W: Yea. 

October 2, 1939 
10:47 a.m. 

IIIUr: Henry, Bob Stevens Who is in the text1le bu81neea 
in New York •••••• 

II: 

l!J.!Jr: 

V: 

I remember h1m. He uaed to be down here back in 
'33 and '31j.. 

Ri ght . Nov he vaa ·1n thU morning - he ' s ln my 
outer ottioe - and he baa th1e idea vh1oh he baa 
worked out and I gather you have it also, about a 
avap or cotton tor wool, and in view or the raot 
-- be eaya 1n the laet thirty days that the Navy•e 
-- baa been t .rytng to get aeventy- tive tboueand 
blankets, the prioe baa inoreaaed t1tty per cant 
and be aaya there'• no reaaon t or it. 

Tbat 1 a on woolen blanket•' 

, "'­
- '- J 

liMJr: Yeah. For the Navy, and t hey oan 1 t get but I under­
atand -- be aatd a third or What they want. Nov I 
wondered 1t -- I told him that thU vaa d1at1notly 
a problem that belonge to you and would you care to 
aea hlm. He'a got it all typewritten out and every­
thing elee. 

II: I tell you what, I -- I don't th1nk I'd want to ••• 
him ayaelt right nov. 
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IO!Jr: 

li: 

IO!Jr: 

W: 

IO!Jr: 

li: 

HMJr: 

II: 

mar : 

li: 

I!MJr : 

li: 

ID!Jr: 

W: 

!!Y.Jr: 

W: 

ID!Jr: 

V: 

I!MJr: 

II: 

I!I!Jr: 

W: 

- 2- : 26 

Rlgbt. 

But I vould 11ke to have hlm -- have hlm eee Robblne. 

See Who' 
Robbin e . 

Robbin•' 

Yeah. 

Ia he-- vbat •• • •.• 

Carl -- Carl Bobbine, rea. 

And -- vbere ie he' 

He' • at the Co!llllod1 tr Cred1 t now. 

Well, could he eee him t h ie morning? 

Vby I think eo. Robb1na ie 1n tovn I knov . 

Well • •...• 

We oan IIA.ke an appointment tor hlm thia morning or 
thie afternoon. I don 1 t • • •• • • 

Well ...... 

One or the other. 

Hov -- hov oould I let h1a knov' 

All ••• ..• 

He ' • in ay outer ottioe now. 

Well, oould you Juat let h1a -- hold h1m there and 
let ae han Robbi n• oall h1a' 

Yea , or-- yea. That vould be • • •••• 

lie -- ve hadn ' t -- :rou eee attar all vhat t h1e gate 
around to tranklr I doubt 1t there' e anJth1ng 
vill oome ot Stevena' auggeation. 

Yea. 
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But I think we ought to follow up everything ot the 
sort. Vbat 1t finally gate around to ia what the 
British are-- are willing to do • •••• • 

!D'.Jr: Yeah • 

II: 

!!l!Jr: 

II': 

lil-!Jr: 

II: 

!ll'.Jr: 

W: 

HJ.!Jr: 

II: 

!!J.!Jr: 

V: 

l!MJr: 

W: 

HllJr: 

II: 

llliJr: 

ll: 

!D!Jr: 

W: 

llliJr: 

•••••• • on-- With their Australian wool-clip. 

Yea. Well, he th i.nka they oould uee more ootton 
and it we oould he thinks they've got more ·wool 
than they need. ' 

\~ell, I think -- I don• t think t here'• any doubt 
about that. 

And ••••• 

They han more wool than the:r need. 

And •••••• 

It1 e Just a question-- it gate it down to a tine 
question ot arguing Just -- Juet bow we should 
a pproach the Br1t1ah and when. 

Yeah. Well, Stevens ie a good man. He's full ot 
pep and ot oourae ••.••• 

Oh, :ree. He'• a nioe :roung tallow. 

And it'a no aeltiah interest because he 1 a tr:r1ng to 
br ing the price• down. 

Yeah. 

So auppoeing --I tell you • ••••• 

I 'll have -- I'll have Robbin• oall Stevens in your 
outer ottioe. 

Yea. 

And lll&lte -- ll&ke an appointment. 

I - - thank you •. 

All right, Henr:r. 

'1'hanlt you. 

Goodbye . 

Goodb:re. 

:27 
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HY.Jr: 

1\andol?h 
Bur gees : 

Hl!Jr: 

B: 

l!llJr: 

8 : 

l!HJr: 

B: 

I!MJr: 

B: 

l!l{Jr: 

B: 

ID!Jr: 

3 : 

11!-!Jr: 

B: 

Hello. 

Hello, Henry. 

Where are you, Randolph? 

I ' m at t he Federal . 

Ootober 2, 1939 
10:58 a.!ll. 

Uh-huh. Well what have you learned this morning? 

\/ell, I find these fellows are klnd or short­
sighted, That is they -- they t h ink a two and a 
hal! or three year note would go a lot better than 
a !i ve year. 

Yeah. 

They say that t he -- the short bonds give eo muoh 
bett er yield than the t1 ve :rear notes that there's 
-- that• a a ki nd or a tunn:r Mrket and pret ty thin, 
but they say we oould do it. It's Just a question 
or hov much it would disturb the market. They 
t hink we'd have to put out a tive year nota at one 
and a halt, but --possibly one and three- eighths. 

\1ell , does anybody t here ra18e the question a s to 
whether t his is a -- a good or bed time, t his week? 

No , they think this is all right , the tine is all 
right 1! we keep 1t short enough. 

Yeah, well I don 1 t want to do tha t. 

Yeah. 

Hov do you reel about itt 

Well I think ve oan -- I think we oan -- I should 
th ink ve oould step out tor five :rears. We're 
taking a l i ttle more ot a ohanoe but on the other 
hand, 1! we get a good r esult why it's more cheer­
ing to the market. 

Yeah. 

So I'm not prepared to say we can't do it. 

'"8 - t.. 
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HMJr : 

B: 

HMJr: 

B: 

Hl!Jr: 

B: 

IOIJr : 

B: 

IOIJr : 

B: 

RMJr : 

B: 

KUJr: 

B: 

ll)(Jr: 

B: 

B: 

llliJr: 

B: 

IOIJr: 
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Yeah. I don't teal •err good about lt t hle 
aorn1ng. 

Well, the market 8aturdar waen' t nr:r good. 

No. 

Yeah. 

Ah -- What tlae do t hese tellowe leaTe to come down 
and eee me? 

t'her leaTe about two thirty. 

Well , could you be eoaeVhere around one o 1 oloclt eo 
I could talk to rout 

Yeah, reah. 

Ah • .•..• 

I'll be o•er at the -- be leaTlng here a little be­
tore that and be oTer at t he Olty Bank. 

Well where wlll you be around one? 

At the Olty Bank. 

At the Olty Bankt 

Yeah. 

Well, I 111 get rou there. 

It would be better at a quarter ot one than one. 
I 1n got people coa1ng bere tor dinner -- to lunch. 

)lell, tranltl.r, I'a golng - - I 1a golng h011e to reet 
and I don' t !mow ltle tber 1 t would be a quarter ct 
one, or one, or one th1rtT• 

I eee. All rlght, you can alware get ae . 

I aean, I'a -- I'• not .ure ot ayeelt beoauee I'• 
not .. ...• 

I eee. 

...... - - I ' a not teellng terrlblT well . 

• " q 
- '--
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H!~Jr: 

s: 

H::Jr: 

s: 

B: 

!1!-~Jr: 

B: 

!!l!Jr: 

B: 

H!~Jr: 

8 : 

lillJr: 

9: 

H::Jr: 

9: 

~!Jr: 

8: 

HHJr: 
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~ell I'm sorry tor thot, Henry. 

But I-- I won't pay one and a halt per oent and I 
don 't ~ant to go two or t hree year -- I don't want 
to roroe it . 

Yeah. Well, you oan do throe years without forcing 
it at all. 

Yeah, what would we pay tor that? 

About one to one and a quarter - somewhere 1n t here. 

No. 

One and an eigh th. 

No, no. Vell , I'll talk to you sometime between one 
and one t hirty. I mean, it you ' d leave word where 
I can get you. 

Yeah, yeah. 

I mean, it you don ' t mind. 

That ' s all right . 

You ' ll know - - and tell the boys not to start down 
here unt il t hey finally check with you. 

Yoe . Oh, yes, we ' ll check together tirst. 

See? 

Yeah. 

Toll the~ not to come down till they check. 

Yes. A little betore one would be better than 
atter it you could do it, Henry. 

,.'hat • • • ... 

I've got a - - t he trustees or the Academy are coming 
to lunch. 

I ' ll do the beet I oan. 
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8: .Ul rigbt, but I'll be anllable an:r tt .. :rou want ••• 
HMJr: I ' ll -- I ' ll u.lte the ertort. 

B: (Laugbl) 

HMJr: Thank JOU. 

B: fhank1. 

:31 
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!!l!Jr: Hello. 

Operator: Here ' s Ambassador KennedJ. 

HJ.!Jr: 0 , K. 

o: Go ahead. 

H!~Jr: Hello. 

Joseph 
Kennedy: Hello, Henry. 

I!!(Jr: How are you? 

K: Hello , Henry. 

EXJr: How are youf 

K: I'm rine , Henry. 

ln·!Jr: Joe •••••• 

K: Yea, 

Ootober 2, 1939 
11:46 a.m. 

HNr: I want you t o put your mind on a bond marke t a 
m1nute. 

K: 

ID!Jr: 

( Laugblngly) All r 1gbt, 

Sometime between nov and t he rirat or December I've 
got to do a retund1ng •• • ••• 

Yea. 

:32 

11:: 

!lltJr: • ••••• or-- over -- a 11ttle over five hundred a1111on 
dollars. 

K: 

Hl!Jr: 

K: 

HHJr: 

Yes. 

We have been thinking ot doing it this week. 

Yes . 

But my old elbow tells me that tb.U week wouldn ' t 
be eo good. 

, 
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!C: 

~Jr : 

K: 

!-J.!Jr: 

X: 

HllJr: 

K: 

HJ.!Jr: 

K: 

H:·!Jr: 

!(: 

~(Jr: 

K: 

ll!<(J r: 

K: 

HJ.!Jr: 

- 2 -

Well , it seems to me tha t t h h ia going to be a 
restless week at that. 

Yeah. 

• ">3 -" 

Ah -- on the ot her hand, I don 't aee anything that 
will make it any vorae -- the situation any worse 
exoept-than it will be later on. In ot her words , 
it they make a proposition and 1t 1 a turned down, 
whioh 1t Wi l l be •••••• 

Yeah. 

•••••• I I should th i nk that that would be a state 
ot atta1rs that would last until you put t he stutf 
out. 

Well -- but this announcement ot What ~~ey v111 or 
von' t de v1ll collie sometime the end of the week, 
won't it? 

Oh, during this week. 

Yeah, well now you aee I would be exposed on t hat 
from liednesday to Friday night because we've got 
to g1vo t hese tellova t hree days. 

I aee. 

So t hat would be Just about the worst t1me, vouldn' t 
1t? 

This week you won' t be AnY vorae ott than you will 
next week. 

Yell •..... 

I -- I would t hink that 's so. Ve -- I think I'd 
walt and aee What t he polit1oal developments are 
t his week. 

Yeah, well that vas my hunoh and I Just wanted to 
oheolt it with you. 

I th1nlt that ' s probably all r1ght unleaa you were 
prepared to do it a t onoe. 

No. No , I can do 1t Just aa easily next week. 

Regraded Unclassified



tc: 

HMJr: 

K: 

l!l!Jr: 

It: 

~!Jr: 

)(: 

!D1Jr: 

K: 

HHJr: 

K: 

I!)(Jr: 

tc: 

HHJr: 

!C: 

IIMJr: 

K: 

l!l!Jr: 

!(: 

I aea. 
I mean 
you're 

Yeah. 

- 3 -

Well tbe ei tuat1on, I would thi.nlt, would - ­
to say, you' ve got a war aituation 1:bat 
going to tinanoe on an7Vay. 

So you're - - you're not going to have anything. 
It it gets better Why itTll tinanoe easier and 1t 
oan't get any worse than a var. 

But at least by next Monday the reat or the world 
ia going to know whether ve 0re haVing a world var 
or not, won't ve? 

Yee, I ehould th1nlt very good. 

What' 

I ahould th1nlt tb1s veelt would get you over all or 
that -- all or that talk. 

Yeah, well that's what I thought . 

Yeah. 

Joe, that oable wh1oh oame in yeeterday vhioh vas 
marked as I - - one or the -- I vas one or the three 
to get it. 

Yea. 

Very, very helpful. 

Well.- I eent that to you Saturday morning. 

Well, L1Te•Y delivered it to me -- Sunday morning. 

Well, I - - I eent it t o you Saturday morning trooa 
here. 

Well Liveaey delivered it at the houae Sunday 
morning. 

Yeah. Well ••••• • 

8o • .. 0 •• 

'!'bay ought to have eent 1 t SaturdaY after -- t!iey 
had it in Vaab1ngton by I ahould -- around noont11De 
Saturday your Ume, 
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l!!!Jr: 

IC: 

li!!Jr: 

K: 

l!!!Jr : 

K: 

W.Jr: 

K: 

HMJr: 

It: 

HY.Jr: 

K: 

Hlt.Jr: 

X: 

I~!Jr: 

K: 

!!HJr: 

K: 

HHJr: 

K: 

li!!Jr: 
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Well, I - - Llveeey brought 1t Sunday morning. 

Yeah. 

But that •• •. . • 

Was 1t all -- any good tor you? 

• 3" - ;,) 

Very helpful an.d we ' ll juat have to walt nov unt1l ••• _ 

I ' ll be on top or thoae thlnga, Henry, and 11' you 
get any idea or-- along t he 11nee that you'd like to • ••• 

Yeah. 

Yeah. 

Why, 11' you vlll oall me about that I've arranged to 
have a oonterenoe fairly often vlth t he --with that 
fellow that I sent you the long v1re about. 

Right . 

And so it you w1ll give me aometh1ng to point up to 
that will clear in your mind I'll send -- I'll ge t 
it tor you. 

Well, when I do I'll give you a ring on the phone. 

All right, anytime , beoauee I'm planni ng to see him 
any time that I get stuck about 1t. 

Good. 

I thought that there were eome Yery 1ntereet 1ng 
obaer...atlons t here. 

Very. 

Yeah. 

And -- ah -- Yery ueetul. 

Well I'm glad ot that, Henry. 

'l'hank you, Joe. 
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Henry, did you -- ie there any reaotion there today 
on -- on Churchill'• epeeoht 

JDI.Jr: Ah -- no. I -- I can 1 t eay that I ' ve gotten any 
yet. 

K: 

!lltJr: 

l : 

HI!Jr: 

X: 

Hl!Jr: 

K: 

HIIJr: 

K: 

1-ll.Jr: 

K: 

l!liJr: 

Well that was all right. I Just wondered 1t there 
was anything t hat -- you heard any excitment about. 

No, I haven't, but I might not be a good tallow to 
-- to know. 

Yeah, I see. 

But I ' ve been right a t ay deek all aorn1ng, but I 
haven't heard anything and t he people Who are work­
ing with me haven't ment1oned it. 

'l'her e haen 1 t been anythi.ng t hat -- t urned in bed 
or anything? 

No. 

Yeah. 

llo . 

there was -- there was one point 
there t hat I wasn ' t very eure about. 

I - - I can imagine What 1 t was. 

Yea. 

No. 

K: Whether there would be a bad reaction to that or not. 

BY.Jr: 

K: 

HMJ'r : 

K: 

I!V.Jr: 

But there might be and I wouldn 1 t know 1t, but the 
fellows 1n the Treasury, I 've eeen them and -- all 
aorn1ng, and none ot them mentioned it. 

I eee. 

Yeah. 

All right, Henry. 

'l'hanl< you, Joe. 
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X: 
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Are ;rou apeak1ng vi th Kad&a Perldna these da:r•' 

Ab -- Oh, I eee her onoe a week. 

• ., 7 
.! oJ 

(Laugh•) Well, you oan tell her that tonight I 111 
aending her an outline by the - - b:r the Clipper 
on Wedneada;y -- an outline or the labor situation, 
I thought ahe might lUte to ha't'8 that. 

HKJr: 0, X. I 111 get that word to her. 

X: Good bye. 

El.Tr: Goodbye. 
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Oper l\tor: 

l·!arr1ner 
Eccles: 

HJ.:Jr: 

£: 

~~Jr: 

::: 

l':·!Jr: 

£: 

ffi !Jr: 

£: 

l-Y.Jr: 

£: 

Ji!.!Jr: 

E: 

!IY.Jr: 

Hello. 

Chairman Eccles. Go ahead. 

Hello. 

Hello. 

l!nrr1ner .••.•. 

Good morning, Henry. 

How are you? 

Fine. 

October 2, 1939 
11:52 a.a1. 

I've been thlnklng and talking all morning about 
doing a refunding thia week. 

Yes. 

And I want to let you know how I feel. Thls week 
will be the week t hat they deoide in Europe Whether 
t hey are or not going t o have a world war. 

It looks like 1t. 

I 've talked t o Kennedy and last veelt I talked to 
Bulll tt. 

Ua~-blll. 

Nov, it'll moat likely ooa~e at the end of the week, 
vhlch would be Juat the time we've got our refund­
ing open. 

Uaa-!m. 

. .,8 
-" 

Nov, with thie t hing hanging over us everybody's 
upset and I talked to Burgeea th18 morning and .they' re 
talking about a three year note one and a quarter, 
which I won't do •• •••• 

That's t oo much for a three year not e. 

Too cuch, and if I want five year I've got to pay 
one and a half , Which I won' t pay. 
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£: 

Jll1Jr: 

E: 

r-::HJr : 

E: 

Hl:Jr: 

E: 

!!HJr: 

E: 

E: 

!il(Jr: 

- 2 -

They're both -- they'd raiae the dickens with the 
present iesuee. You'd-- wouldn't it? 

So my r eeling is that -- I'm going t o postpone the 
t hing tor the balance or this week unless you had 
some very decided other opinion. 

I don't !eel otherwise at all. As a matter or raot, 
my advice would have been even before now -- last 
week -- to let this t h ing settle down, especially 
a,tter the •••••• 

• • • • • • atter Saturday. 

It -- it shove t hat very little selling -- now, 
t her e we.sn' t -- there vas practically no sel U .ng 
on Saturday; Just the least little bit ot selling, 
and t he dealers can always , it t hey want to -- 1! 
they've got a -- 1t t hey' Ye got Yery tew bids in 
the market , very little buying with -- vith a very 
little eell1ng t hey can break that market. 

Yeah. 

And buyers without any question are-- are Just 
waiting. 

Yeah. 

And -- and as long as we're out, and ot course we 
can't go 1n and do anything about the market; 
didn't-- ve didn't want t o at.leas t even though 
it broke a point practically on Sa turday wi th 
prac tically no eell1ng, because in anticipation 
ot th1a financing -- ot course we teal that there 
Juet 1an' t anything ve can do about it; 

Yeah. Well, unlees you haTe aome very strong 
opinion to the contrary, I think I'm going to 
call 1t orr tor this week. 

Well I 'm very much 1n favor ot it and -- and I 
would eay this: t hat -- that the rates t hat you 've 
suggested even tor next week, or any other time 
soon, are entirely out ot line and I would be very 
much opposed to • ..••• 

Well I'm not even considering them. 

\ 
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l!l:Jr : 

E: 

m:Jr: 

H:tJr: 

E: 

h1!Jr: 

E: 

}C~Jr: 

E: 

!G:Jr: 

t:: 

E: 

ID!Jr: 
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I'd put bills out first and let them -- and let them 
get tired of -- of one tenth or one per cent and then 
meybe they'd get reasonable. 

Well , I don't need any money right nov. 

Ot course you don't. 

I'm all right, And I'll wi thhold the refunding 
until we can get it on what we consider fair terms. 

That' s right. I --I'm Just with you one hundred 
per cent, because when you look a t t he money they've 
got and the excess reserves they've got, 1t1 s Just 
going to be a question of tiae until t hey're going 
to be reasonable. By the way you eald that you hsd 
talked to Bullltt and - - and Kennedy. 

Yeah. 

And it's t heir Judgment that t h1e thing o.,_. to be 
termin -- settled one way or the ot her by the end 
or the week. 

That ' s what Kennedy said. Bullitt -- Bull1tt put 
it a little bit differently. He said that Paris 
will be bombed this week. 

Oh, yes. You • •.•.• 

But t hat's Just tor you, Marriner. 

Yee, ye~ , I wouldn't-- I wouldn't repeat 1t. 

Strictly oontidential. 

In other words, it would appear that the British 
and the French, 1t the:r got an otter that vas -­
that vas acceptable, t hey'd be wi lling to consider 
it. That•a .. ... . 

No, no. Kennedy 
eald they'll turn it down. 

very much. Kenned:r 

No matter what kind ot an otter they get. 

No matter what kind or an otter, they'll turn it down. 

Regraded Unclassified



£: 

HJ.!Jr: 

Well or oouree 1r they ' r e not goi ng to do t hat 
they're do i ng an avtul lo t or blurring r1gbt nov. 

Yeah, but-- but all or t hat•e in the a1r. Nobody 
1a goi ng to believe 1t until it happens. 

E: That's r1ght. 

l!I·!Jr: And I don't want t o have a refunding Jus t 1n the 
middle or th1e thing. 

E' Yea. 

HY.Jr: Seet 

E: I think that's r1gbt. Well now, we'll oall that 
meeting ott tomorrow. 

!ll!Jr: That's vhy I ' m ca.ll1ng you. 

E: Yeah. o. X. then. 

!C~Jr: Thank you. 

E: You bet. 

\ 
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October 2, 1939 
11:59 a.m. 

I!I!Jr: Hello. 

Operator: Dr. Burgees. 

l'l!Jr: Hello. 

Randol ph 
Burgees: Hello, Henry. 

HllJr: Randolph ••••.. 

B: Yea. 

!J!.:Jr: ...... I've come to the deoialcn I •a not going to 
do any financing tb U weelt. 

B: Ob, really? 

!!l!Jr: Yeah. 

B: I wonder it that would be interpreted a8 -- a8 our 
reeling the market isn't good enough.? 

10-!Jr: No. You can tell the boya t his - that with Europe 
deciding this week whether they're going to have 

s: 
~~Jr: 

B: 

H:!Jr: 

s: 

Hl!Jr: 

a world war or not •••••• 

Yeah. 

•••••• and it coming towarde the end ot the veelt 
and t he deoi8ion is going t o be made towards the 
end ot t he weelt whether or not they ' re going t o 
have a real world war. · 

Ub- bm. 

And I Just don't want to be oaugbt at that time 
with a refunding. 

Yeah. Um- bm. 

And I -- I 've epolten to ~ennedy in London and I ' ve 
oheolted all around and it ' a-- it's Just the 
heigbth or - - ot tooliehneee. 

I eee. 
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~Jr: 

ll: 

l!f!Jr: 

!l ! 

!ll!Jr: 

B: 
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I sean, nobod7 knove 'llbether the,-•re going to make 
peace or the,-•re going to h&•e a vorld war. 

Yeah. 

Hitler 1e going to make addreea and then it the 
t hing 1a rejected and the7 bomb London or Parte ... •. 

Yeah. 

••.... thie vhole thing-- 1t 1 a going to co~e th1e 
week. 

I see. Yeah. 

!C!Jr: Nov vh7 - vh7 han a refUnding th1e veek'l 

8! Yeah. Om-hm. 

EXJr: And that1 e the t hing. I mean, 1t 1a -- it's Just 
tool1eb. 

B: Yeah. 

H!!Jr: With nth -- v1th t h1a thing, and ae each da)' 
goee on the,- •re going to realize more and more that 
t his is the week. 

B: 

r::Jr: 

3 : 

!!J.!Jr: 

3: 

Hl!Jr: 

8: 

H!!Jr: 

Yeah. Yeah. 

Nov nobody - - nobod7 ia fOing to think about e re­
funding this veek. 'l'he)' re going to think, "What 
1a England and France going t o do to Mr. H1 tler'a 
otter. • · 

Yea, that's true. 

And until ve know, enr7bod7 1e going to eit on 
the a1del.1ne a. 

Yeah. Yeah. I think 70ur announcement vante to 
be caret ull7 t hought about ...... . 

Well ••..• • 

, •• eo 1 t 110n • t ha•e a reaction on tbe market. 

Well , I ha?e a presa conference at t our o' clock 
and I'll handle 1t ott the record 1117aelf. 
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a: 

~!Jr: 

B: 

!I!!Jr: 

a: 
m!Jr: 

B: 

~~Jr: 

a: 
r:l!Jr: 

B: 

B: 

Hl~Jr: 

3: 

- 3 -

Well then you don ' t want to see t hese tallows, 
do you? 

No. 

No, we'll cancel the appointment. 

But you explain at that end ••.... 

Yeah. 

••.... Vhy I'm doing it. 

Yeah, yeah. 

That V1 th this t hing in the ott1ng ••••• • 

Yes. 

•••.•• that it's Just plain silly. 

Yeah , yeah. 

I mean, the t• a the way I reel . 

Yeah , yeah . 

I mean, you don ' t -- suppoeing Thursday or Friday 
they decide they're going to have a world war or 
they're not, or that they bomb Paris or London -
Tbureday or Friday. 

Yeah. 11ell I think there • a a good deal in the t. 

!l}:Jr: And I_: I don't vant --don't drag ltennedy into 
th1a thing • • •••• 

B: No. 

~~Jr: .•. ••• but I checked Tery, very oaretully - also 
With Bullitt. 

B: Yeah. 

Hl!Jr: And everybody thinks th1& U the week. 

B: Yeah. Um-hm. 
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P.J.lJr: 

B: 

HJlJr: 

B: 

iC!Jr: 

B: 

.. 

- ~-

Now, let• a ea:r the:r' re going to have a world war 
and tight - the public haa go t to adJust itaelt 
to that. And it ther•re going to have peace the:r•ve got to adJust themae vea to tn.t , 
Yeah. 

And either way it would be very upsetting to a big 
refunding. 

Yea. 

And tive hundred m.illion dollars ia a lot ot money. 

Yeah. Ot course I think ;you could go through w1 th 
it on a three and a halt or tour year basis v1 th-
out an;y great dieturbanoe. 

!-J!Jr : lfell -- ah - - Eccles, tor once , is wi th ne a hundred 
per cent. 

I s he really? 
you can agree 
1t. 

Well t hat - - 1f you can tind an;ything 
with him a hundred per oent, let's do 

Hl!Jr: Well Eccles 1a with me a hundred per cent. 

B: 

'!)(Jr: 

3: 

B: 

lll~Jr : 

8: 

HJ.lJr: 

(Laughs) Al.l right, air. So •.•.• 

So I mean, I' ve done noth ing but hang on the phone 
ao - - but you put it in New York and tell the boys 
1t 1 ~ on thie Europe-- and ••••.• 

Yeah. 

I th1nlt you ' 11 t1nd, it you put 1 t on the European 
eltuat1on • •••• • 

Yeah. 

...... and not whether it' a on tiva ;years or tour 
;years or an eighth or a thirty second ..... 

Yea. 

••.••• whlch is unimpor t ant. 

Yeah. 
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B: 

!l:!Jr: 

a: 

R!Jr: 

s: 

lt:Jr: 

B: 

~.:Jr: 

B: 

i:i!{Jr: 

B: 

!i:!Jr: 

B: 

tt:Jr: 

B: 

- 5 -
''l' .... ~r o 

But why get caught in a Jac on a world political 
situation Where one or the moat important deci­
sions in my lifetime is being made by somebody 
over which I have no control? 

That's right. ~lell , now, Henry, I t h i nk I'd better 
not say anything t o anybody i n the market unti l 
you 've made your pr eaa announcement . I 'll talk 
to the boys at the Fed. 

:.'hat ' a right. 

And I can call orr the a ppointment without giving 
any reason. 

•ell I - - you use your own bean. 

o. !C. 

All right. 

That•a tine, Henry. 

0 . K. 

Good . 

Then I won' t have any supper people tonizht. 

Right. That's right . 

Righto . 

Very good. 

Thank you. 

Goodbye. 

Goodbye. 
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Jene 
Jonee: 

Jll{Jr: 

J: 

HMJr: 

J: 

HY.Jr: 

J : 

Hl!Jr: 

J: 

IIMJr: 

J: 

II!'.Jr: . 

J: 

BHJr: 

J: 

BHJr: 

J: 

HJ.!Jr: 

J: 

An7 neve or &n7 eort' 

October 2, 1939 
):26 p.a. 

Well, the onl7 neva I got 1a th1e: that on aooount 
or the European attuat1on I 1 Ye poetponed our 
GoYernment t1nanoing tor at leaat a week. 

Uh-huh. 

Ve were eeriousl7 thinking or doing 1t Wedneada7, 
but v1 th thinga the va7 the7 are in Europe ...... 

You better va1t a Vblle. 

.lnd I thought 1t vae --I a1gbt -- well, I vouldn 1 t 
haYe to pa7 &DJ more tor •1 110n17 and I a1gbt get 
1 t 'obeaper. 

"'hat' • the aarket doing todaJ' 

Wall, it vas orr - oo1111on atooka were orr a little 
bit. 

You mean Governme.nt ••• ••• 

Commodities were ott; Government's --moat of them 
are ott. 

u ... bm. 

.l few of them are up. 

Did rou plan lunoheon for Vadnead&J' 

I'• - I'• oounting on JOU• 

Oould JOU have it another daJ' 

Yea. 

An7 other da7 would eu1t me , Henr7, but it'e happened 
that I haYe/fr1end be here that part1oul&r da7 • 

• Well lat'e make it thuradaJ. 

Well that would auit ae muoh better. 
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!1!-:J r : F'1 n e • 

J: Thank you verr IIUob. 

l!MJr: Thank you. 

J: Call me it anJtbing oooure t o you. 

IC!Jr: I will. 

J: Goodbye. 

Regraded Unclassified



I~Jr : Hello. 

Operator: Kr. Ooben. 

i~Jr: Hello. 

o: Oo ahead. 

' '" Cohen: Hello, 

I~Jr: Hello, Ban. 

C: Yee, Kr. Seoretar7 . 

HIJr : Hov are yout 

~~ All rigbt. I Juet wondered 1t you had a 11ttle 
t1ae vitb a Jev1ah matter that I wanted to talk 
O'flr Vi tb JOU. 

U!Jr : Sure, alva7a got time. 

C: Well , nov or are 70u getting read7 to go home? 

!Y~r: Well, I -- you know I ' ve been under the weather 
a little bit. 

C: Oh, I'm eorry. 

!~Jr : I had a touoh ot oatarrbal Jaundice. 

(I ()ta that 1 I bad, 

~Y~r : But ve•re home tonigbt it 70u oare to drop 1n -
Juat •7• •• •·• 

t : All right . Shall I drop in around 8: 30 or 9:00t 

I'MJr: Well about 8:30 would be perteot. 

0: All right. 

~lCJr : Ie tba t too early? 

C: No that'll be all right. 
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RlCJr; H ' ll be -- that'll be pel'teot . 

0: All r1811t, I 1 11 4Joop 1D then. 

HIIJr: I' ll be glad to Me :rou. 

o: 'l'baDke. 
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TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

DATI October 2 , 1939 

lir. Cochru 

At oco o'clock S&turdq, Sept.Uor 30, 1 rec:oin4 u ounl opo conta.1nJ..D& a 
toocrlption of tlu> t elephone connroation vhich tho Sacrot....,. hall hall v1 th 
Ambau a4or Bul.litt at 10145 that .. mine in recar4 to tho Pcliob llational -., 
1 ""' lntol'lllo4 that a cop;r hall aho bean oant to Mr. :Bonotein, 

lir. :Bornatol.n called at rq offico obortl.7 attor 1 rocoin4 thio cablegaa. 
Mttr toll<l.ng vith bS.., 1 talepbono4 Mr. L1To117 111 tho l>eput.uent of Stato. It 
.. , arrqo4 that 1 vaa to cot 1n \ollch vith Mr. Linoq bot11oan 5 u4 6 thot 
n ODIJ>C to ooo 1f h e cal>lecraa vhich .&8aooo4or llulli tt oa14 bo wao oonllinc boll 
beOD rocoind. If it hall aot coao on S&turclq afternoon, 1 vao to call Mr. Llnoq 
bltvoon u - 12 Oil llwl4a7 .. n1JIC, It .... ecr•a4 vi th llr. JOI'Ilatoin that 1 vould 
u ep hia lntorcad. 

At 5 oi.Dutoo poet one 1 tolepbono4 Mr. lnclto 1n lev Torlt, 1 told h1n that 1 
Vlllltod tO tip hl.a off that VI had rec:o1To4 & tolepbont a&INCe frca .\abaooo4or 
Jll!Utt l.n rop.rcl. to a chanco 1n olpaturo for tho Poliob htionol Bank, aocl. to 
Vlll'C hl.n ic rtgl\1'4 to azq Poliob tranoactiono on Nondq acrllinc, lncko roplia4 
that l.ho financial CoUDoolor of tho Poliob -•••7 hall alroa47 brcupt up thio 
queot lon vi th tho l'edoral ll.ooarYo Bank l aot wMII: aocl. that OoTornor Bania oil boll 
bro\ICht a litter to Yaohincton, &Mroooa4 to tho Sacrot&l'7 of State, roquootinc 
lntoraotlon in the -ioao, ~ oa1cl. thoro wao no noa4 to do U]'thlnc on thlo 
cuo luofar u hio bank vaa collConed o.,.r tha voolo-anll. 1 told h1n thot Bornohin 

and I vvo otanllinc b)' to rec:o1n tha ••- vhunll' U ...,. in aocl. to ••• vhat 
tho froUUZ']' Depar-t wao to do al>out it, 

I vao 1n touch vith Mr. LiT1117 on S&turdq attornoo11 aocl. aca1a on SW>dq, 

1 « Ullllol at hie office 011 11u114q noo11. Since tho aoooap hall 11ot at that hour bean 
ro.:tl·rod l.n hio of!ico, it vao arranco4 that hio oacrot&l'7 oboul4 brine it to &7 

vba11 U arrlncl.. !broucl> tblo cho•nol 1 roce1To4 tho col>lecrao ol>out 5:30 P.l'. 
thon oodonorod to llllt Ill touch vitb Kr, Bornoto1n throucl> blo booo. l!o oallod 

'bock botwoo11 6 aocl. 7 trca tho froaaur]' Deput.ont &lld, at bio -•ot1o11, 1 •­
Urtcl h to Mr, l'olo7'o office aocl. lfiWO ooplto of tha aaooap to llooaro, l'olq aocl. 

Vo 41ocuooed I t for a tow ~too. 

Vhan Callo4 to tho Soorot&r7'o otfloo at 9:25 thlt .. rn1nc 1 CUI h1n tho 
or~p.,tJ. of the Poliob ••- ac4 upJ.aiaell tha backcrollll4. 1 prodc!M h1n turthor 

lntoraouoa ao to tho bol411lp of t ho - of Polaa4 wUb tho loderal ll.ooll'T<I 
ot llov Torlt, naaal]', that tho !Iollar bal&lloo voa at clooo of buolnooo on 

~'Ptt&btr 30, $1,900,000 aa4 tho r-tatnc pld accOUilt ~.2116,ooo. 11o Bank Polak! 
held In tho liS aocout with tho l'oderol . !'bh lnforaatlon ha4 bean 

pre'""'''' br Mr. Dietrich troa tha l'oderal B.ooarYo Bank at 9 A.K. 
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!!>o s.crotarr brOQCI>t up tbo Polich .. uu at t.he ~1 30 ... ti.A& a114 \ol4 
Mr. J.Uie \o tan c:llal'p of 1\, J'o11owi.JI& t.he .. ati.JI&, lleouo. Ja.Ule, J'olq, 
n ur, JOZ'IlohlA 011d 1 w11\ \o Mr. l!&Uie 1a office. Jafore colA& dofto'-l.n 1 
looltld io\o q ow office . Mr. llie\rioh illforaad u t.he\ Wile 1 .,.. u t.ha 
oeetioc, at about ~1}5, he had illat.racta4 a -ar of our a\aff t o raa4 t.he ••­
\o Mr. 1Doke1 o oacre\aq, 1 \old Mr. llie\rich 1 appro ... d thil 11\L\ uked h1a \o let 
Mr. Ioolte ltllow tbat our croup here ..... tu1ll& t.hia .. u.r up '--"dietel:r all4 that 
vo voul4 let bia ltllow ehorU:r -~ acUo11 ahould be \alto, 

.l.ttor the lk• ... ••ntiollad croup dhcuaaad the calol- for a few ai1111ho, 
11:. JaUie pu.t 1A a telephone cell for ()oyenor llarrholl all4 opoka wit.h h1a at 
lOt}}. lie told tbo Oo•enor t.he\ t.he oalol- had 110\ be.,. addr .. aed \o t.he 
frtu\U7 llopart.ent but had b- ]lilt 1A our u.p oi""e ......_aador :Ialli\\ had 
\eltpl>o!lad hore\az7 llorpn- 41ractl7 1A tile prealo .. all4 had l et h1a 1a1ow t.ha\ 
\he ~lecru ,.. colliq. 

llr, l!&Uie \old t.he 0o'fVII01' t.he\ 1\ .,.. our loope t.ha\ t.ha State Dopertaa\ 
would u- \be reopouibUi\7 for an official 110\lAe \o tbo J'aderal :boern -
of J ew Tort and \o tbo oorraopolldell\ bub ill Jw Tori< CU:r, Ill\ whether 1\ -. the 
State ])epute&t or h&UV.r7 D.pu-t, affort.,.. bei.JI&-. \o aspe4ita U.O 
aUer, 111 auwr \o llr, Ja.Uie'o quo\io11, 0o'flrll0r llar1"1eo11 replia4 t.he\ t.he 
.. -..1cet1o11, 1111>1Ah Ja.Ule expla••a4 had b- \elepbollad \o boD, had 110\ 71\ 
relche4 t.ha Oo•ar110r. It .,.. k111•'• -•UoA that the hderel :boll"fa Juk 
ill!or. tilt corraepolldell\ blllllto at o""a of t.he •••ace that had boon recei'fad. lie 
144o4 \ he\ Well tho attar had beeD aubal.\\a4 to t.he Sacro\aq, t.he la\tor -ohd 
the rotaillloc of lopl couuol 1>7 the J'ederel :a.oern Blllllt, 

OoTiriiOI' llarrholl \elephona4 back at 11 o'cloolt. lie illfoi'M4 Mr. l!&Ule that 
he hod p<~raoull7 telephollad the correopolldell\ bub 1A recard \o the aeuop Ull4er 
rtforaoce . llr, l!&Uie let t.he Oo•enor ltllow the\ we had 110t :rot had a - \o 
clear fillell7 w1 t.h S..re\aq llorpnt.hA ae \o bow the •Uar wae \o be 41epooa4 of 
o!t1c1a1J.7, 

Sbor U:r after 11 o ' clock ~\aq Moreen"'- r ecoi'fad lleoaro. l!&Uie, J'olq 
on4 Cocllrao, llr, Ja.Uie illfoJ'Md h1a of our rro: •do.Uoa that lleoon, BeUie and 
l olq 'fiolt the Solici\or of tbo State ])apar-t, ~ U.O -ar 1a .m1ch t.h1o 
oa\tar • - \o t.ho h......r:r'a au .... uoa, an4 aeoer\e1& ..,.\her t.he State ~t, 
1t oaUafie4 ae \o the tao\o 1a the caoa, h 41opooa4 \o ae- the tuk of oe41ac 
o!Ucial .... rd \o the J'edarel :a.oern e~~4 other - Tom baka, or -\her \ha 
!roo....,. ])opartaot h \o procaad turt.hu. 1A t.he •ttor. Hr. llackwort.h acroa4 \o 
rocohe lleoara. BeUq all4 J'olq at 12110. 

Upo11 q return fro• 1\llloheon, llr. I:Aolta opoll:e wlt.h •• at 2t}O. lie aoltod 1111>&\ 
the lotu\ de'felo~lllta wero 1A thio caee. la ... nar \o q (Uotlon, he oaid that 
ho ha4 boea illfoi'M4 of Oonnor llerriooll'a co11uroo.Uoa vi t.h Bailie. 1 \ol4 h1a 
vba\ ha4 traup1ro4 ot11ce t.hA, up \o the tiM Jailq &114 J'ol q lett tor \ha State 
D~t.otllt, 111 .... nar \o q quaUo11, bolte collfii'Md t.hAt all of the baDka had 
been Dotitlad. When 1 uka4 if aa:r triWiaotlollo had cou up 1lll>1ch required 
4och1cu, llloke oaid t.hat hie blllllt had receiTad 110ne all4 that it had cono14era4 t.ho 
!aok Polold. acC<Illllt practiull7 troo .... t.he paet \ell 4qe, !lila blllllto to .m1ch t.he 
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JoAo . .-1 UA tolepbou4 oloo ..... tile ~·••loa \11&\ uro• wwlcl. han a c11ftieo&l\ 
liM pU!.oe l'olioh ..... ,., - fr011 t.h-

,1.\ l2a50 oa Oo!.okr 5 Ill'. II&Uie !.olcl. • \bal he llac1 opol<a v1 \h Tioe :rr..1-.1 
'lalhr Lopn of lhe J'ec1erU llaoVft Jaa1t of •• tort<. 11M laUer u.icl. -~ \ba 
1..,.111 of \he hcl.erol bo.,.... M4 the 'lluka ill ..., tort< eoll~~& u ooneopoac1ea\o 
oft~ Jlllt l'olold. llac1 ~'~''"" !.opQer ia a _,ill& oa Oolokr ~ aDc1 llac1 ocree4 
\bat 00 cl.eohioa wu pooo111l.e uaUl cl.o-Dio a14b\ 'be reooincl. froa Pane. !ll.q 
hl4 sou• 111 !.ouch vi\h Vhi\e 6 Cue M4 lila Perio offioe of lhio l.w fira - 1o 
oo114 lho -•MIT cl.o-a\o ~ e;b' -.u. 1'M4ill& \!lair reoe1pl, 11.0 cl.eoioioa u 
1o ~ larpiulr:i o1patve wwlcl. 'be \U:a ~ \he •• t orll: 'bOlita. 

!hero ,.... el\eellacl. copieo of the oorreopoaa-e 'bo-a the ~~ of 
Sl&to, lho !riUU7 ~\, \ba J'ecl.orol ..... ,.. Joercl., - the l'ecl.orol boom 
llallk of 1.., York, oll.1oh apl.aiu - offi cial olopo \U:a oa tll1o pro'bl-
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TREASURY DEPARTMENT 

INTER OFI'"ICE COMMUNICATION 

10 

~ foro1CD ol<Olwlp ...-a\ vaa qv.lo\ \o4q, vi\h 1Doroaae4 To1- 1D 

olorlloc \roAoooUou. !lot raw for owrl1ac 110Te4 1D a ....... ..., raaco, opolliac 

al -.OL-J/11, \boa rloliiC w II,OL-.7/1 1a \bo law 80ral11C, ""' for u.e ro-
~r of \boo 4.q H vu qao\M a\ II.OL-.J/'4. 

l!opor\lac 'baalto 1a •• York a8ll \he J'e4oral lluono llaak repor\e4 aeloo 

lolalloc 1.6)1,000, froa \ho follovtac ooaro .. , 

Purch.oooo of owr11ac -- \o io632,000, u 1e41ca\o4 'bo1ow a 

Yo roootn4 tllnoqta \boo J'Mer&l hNno llaak of - Ton a rocruo\ froa 

lhe Cul ral llaak of .arpau-. \o porchoM . 2,5()0, 000 ta p 14 \o 'bo •-' \o 

lhelr aoraorll:e4 acoOIIIl\, vll1olo roquo\ vu -1'0'104. !llh pvalo&N -· a 

Ictal of t)li, IIOO,ooo Ia pl4 pvoht.N4 \7 .Arpa\1-. otaoo .tllpo\ 21, 1939· 

!1M lloak of h- \o4q Nl4 \o u .10,000,000 p14 froa \holr o&l'­

aa.rbd aceoaa\. 

Vo were aoUf1e4 \loa\ C&De4a vu oh1pp1ac \o \lolo OOIUl\r,. p14 Tal­

I t $7,210,000 for aelo \o \he .u..,. Offloo a\ lloor Tor t. 

~ lloak of ........ ~1e4 \o \he J'o4oral hoono lult of - York \o 

lDqoiro 1f \loor _,.. vtlliiiC w ...,., a8ll a\ ,.., prloo 1a 4ollaro, p14 • ..,._ 

oorb4 a\ u.. - of .....,.... 11\lo - IPJ>I'OYal of \loo orr • ......,.. \loo J'M.eral 

s ... ..,. ~lo4 '" \ho :aaa~< of 1we4ea \loa\ - Seoro\arr of \loo orr • ......,. 11 

purchutac pl4 a\ proooa\ oa17 ..,. 4al1nr,. ta - Tork, o10 Wl'lll 11114 coa-

4ltiou oo\ for\lo 1a loh • ._ ..... , of Jaaarr J1, 19}11. 

:54 
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TREASURY DEPARTMENT 
:.ss 

INTER OFrriCE COMMUNICATION 

DATO Ooto'ber } 0 19}9 

tO 

, .• ~ llr.~ 

.1.~ 313l P.ll. oa. Ooto~r 3 llr, :LlnM7 0: U.o nato ~-• to~ 
oo tb&t sec:rott.r7 hll ha4 ha4 a r-ot fr011 ,..,., ... IJruo tor aliT data to 
a1111~ In u.. ooa.atorial 4.olato with roopoct to oro41t Glauoo 1.a U.o J•trall\7 

Bill. The quuUon ••-4 t o ~ aa to -U.ar 1t .. 11101'U.TIIl1lo tar \hoi Bill to 
our7 tho 90-d&J pronoo, or aliT othor l.a faTor o: ..-clal Gro41to. It will 
'bo recallo4 tbat llr, L1TIM7 ha4 ptta ia tcraeh wlUl M lao\ la\ur~ af\oroog 

Ia r..,..-4 to tho roquot riCIIiY04. 117 loGrot&rJ 0: l tah m.ll fr• -tor Pit­
for •terlal to uo oa lloa~ 1a hlo o.PGlac ~ oa. tba l•tnlU7 :1111 • 

.l.ftor Ll""''7 ha4 tallco4 with •• I ha4 cotton 1n touch with loorot&rJ -pa.tbaa 
oa4 oe .. rol .. oU~~&o 0: ocoaoal.oto aa.4 laW7Wo took plaoo, priaCI1Jiall7 at u.o 
Soc rotary' o boao, darinc tho Wlok ,...._ !U rooul.Uac _ ...... _ ha4 'boon OODt 

to the lhito l!ouoo 'b7 llr. J'ol q late on lunda7 "''"""'' attor U.o lecrotarr ha4 
olroa4J opoloon to tho Prod4.oat 1a r~ to tho nl>ataaco thlroof, 

lbeD Ill' . L1TIOI7 opoloo to • to4.o;J, ba • 14 that ba •• a.ot aaro aa to 
cat fla.al action ba4 ~- tolooa oa Pitt••' • ...._,.,,, oillco ho 414 a.ot pant­

cll*to 1D aliT M otlllc nl>ootu81lt to tbat toraaato4 a'bout 6 P,ll, ll'<m4o.1 -be 
&t tho Socrotarr• o bouo. :Ll.YIIIJ' 414 not lmow *•thor tba pro4uot of tho ••Jr-
104 conaa.UaUono ba4 ...... pM t o \hoi or icl,.l taq\liror, 8oMtor Pitt-

In T!ow of tho a'boYo clrcrau-oo, I •• tho loGrotarr 1n r o.,.... t o llr. 
Ll•ou7 1o taquirr 1a ~balt ot a-ator J17rnoo, !U Secrott.r7 tohpiw>M4 llr, 
u .... 7. I.Jl ,. PriiiDCI ot llr, r ollr ..... .,...u. ot&UJIC ,,., loorotarr bll 

••• bo thoucht , fll.llT lJitorM4 aa to _, bad talooa plaoo oa -~ -•&be· 
!1 told llr, Llnoo7 to cot 1a t ouoh w!U. tho loorotarr ot SW.to 'batoro pr-1111& 
107 Mower for S..tor :a,ra.oo. !U 1oarott.r7 r•P"•Uo4 that a oop7 of tho 

Troo1W'7 o.p&n-t - ba4 aot - proYtdo4 to tba ~\llaa.t of IW.to, 
ad ho 1a.otruoto4 • to oe4 a CIOJI7 t 141ah~ t o llr, Ltnoo7, I procroro4 -
o eop7 11114 ooa.t It to lfr, L1TOM7 'b7 -1al •••-cor. !hto h attaohod horoto, 

CONFIDENTIAL 
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October 3 , 1939 

Pinaent was in a t 11 o' clock . 

ID! ,Jr : This inquiry about t he British Government 
nlso1ng a n embar go on all i mports or s ilver into India. 
in tho fir s t place, I apprec1n t e your Government asking 
us , but I have given the mat t er careful considerat i on and 
I do not wish to express a n opi nion. On the other hand , 
1f ~ ou decide to do it, we will not ra18e nny objection. 

Ur. P1nsent: I 
or deo1d1ng to do 1t . 
.. 111 pu t the ma t te r in 

t h ink t hey had got ten to the point 
After I convey your ~eesage, they 

rorce right away. 

K:.! .Jr : Does that take care or that! 

4r. Pinaent: Yea. our Government seemed uncertain 
as to ~hether a matter ot thAt sort might upse t the silver 
3eM tor s t odo.y . 

KU .Jr : (Facetiously ) I cannot henr very well today. 

I n t he last 24 hours I have had occas i on to talk t o 
Senator Pittman. 

htr . Pinaent: I wanted t o t hank you about the Federal 
Reserve . As rar a s I know, no decision has been made . I 
have not heard from London. 

d 1J 
)OU 

Hll .Jr: Ir ror sooe reason 
not wish to do it, before you 
pleaee advise me personally . 

you "ere advised that they 
Ollde some other move would 

!ll'. Pi naent: 
to ~ive t hem advice 
tirely to us . 

They were uncertain whether you wanted 
or whether you wanted to l eave it en-

oOo-oOo 
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p .A1W'IIII.lD OJ' '1'ELKCIIWI 8Kft :57 

TO 1 Aaer1oan Eabue7, London, England 

DATE: Ootober 3, lG~, 4 p.a. 

10.: u.a 

The tollov1~~g 1e etr1otl7 cont1dent1al. troa 8eoretU'7 

Morgent~ tor Butterwor~. 

I baTe b een 1nt o:r1aed 'bJ th• Br1 t111h Eabue7' • J'1nanc1al. 

Oouneelor, P1neent, that the GoTernaent ot India hal been 

r eleae1ng GoTernaent e11Ter to the aarket 1n India b eoauee 

1 t vante to cone ern 1 h t o reign exohange bol41118• , under 

the preeent o1reuaetano... It wae propo .. d that 1n order to 

aake th1a pol1oJ aore etteot1Te, tha OoTernaent ot India 

should 1apoee an abeolute embargo on all'l'er 11rporte a t an 

ear11 date, The Br1t1eh J'1nano1al Couneelor wae 1netruoted 

b7 h1e OoTernment to aaoerta1n ., r eaot1on to th1e propoeed 

a ot1on. 

I aa1d 1n replJ that I appreo1ated h1e GoTernaent' 1 

ooneult1ng ae about tha oonte~lated aeaeure. HoweTer, I 

ea1d that I 41d not want to expreae anJ opini on u to 

th1e pol1o7, but that I 41d not ra1 .. anJ obJeot1on to 

the aot1on. 

EA:LWW 

HllLL 
( J'L ) i 

' 
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0 : to be ) , ~939 

D.u 81r1 

!l&l tl\11 clq beeft ,.,.t l o t l .a 1-.leftl. h leM'e 

H•• llarJ' lrAr I . feel .. , 
C'balraa, l!oetd or Ooor-ro 

.r L'W ~..uftl. . ....... llf•t•, 
.... ~ten. c. c. 
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Octobe 3. ~939. 

l)..r 81rll 

IAolA>oecl be•·ewitb \o • eo;Yf o• • l otter •Jatod 

Oclobor ~. 19)9 roeoivecl r ro:o ~llo :locrotarr or Stata , 

&oc•l~or wilb ooclNUro4 rofen-t<! lo l l\oroln. 

Jou are U..lruclod to •a,..ud l&ec!Ja tel,r to 

t ho Clual'IUI~ Tnuot c- 1>""11'• t."- JaUo..U Ci~ lluk, t!le 

......Ure' Tnuot C<nJl'l!V' o t !le l~ln( Tn>ot .: .. ,..,.. aJ)C! 

.. hr110 - Jorllo 

\ 
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"*'§k*UOI Ol f1JLL POIIlUf 

"l.IICl<, Septnber 9, 1939• 

l"ull pow era. 

'l'bo Pret1dont aDd tho •oaaero or tho Bank Polol<i 

l\ero~ dolocato Director ~~Tpnmt larp1nol<1 to LoodoD with 

rollowU. full poworoa 

Director larp1Dal<1 11 autboriaocl to dhpooo oD h1a owa 

autbori'f' o! tbo otocl<l o! cold which oro DOW or will ill 

!utaH be dopoo1tocl to tho aecOUDt or tbe llult Palal<i ill 

roroip bo.Dito . 

7'urt.honoro, Diroetor larp1Dal<1 1o autborioocl to 

~Upooo or tho balaDcoa of tho a ecouto or tho Senl< Polal<i 

nth bil roroiCD corroapoDII&Dta. 

8ho'cll4 tor lacal roaaoDI t ho diopoaal ~ Director 

larpillll<i OD h1l own or tho aa.1d otoclco oDII bal&Dco• be 

1Japooo1hlo, tho Proaidont oDII tho ..,..ora or tho BaAl< Polal<i 

boro_,. o..tboriM tho Pollab J.Jahoooador 1D LoDIIoD, or OZff 

per- doaiiD&tocl _,. tho latter, to aieo tor tho Senl< Polal<i 

&ocothor with Diroetozo larp1Dal<1. 

'l'bo ProaidoDt or tbe llult Polal<i , o1(nocl Brrlla, tho 

laoapr ot tho llaDI< PoJ.Mi, o1(nocl BaraDiki oDII Jowal<, 

oort.1!1ocl to _,. tho I'DlUh ••...,eaador ill Parh, 11111• 

L'lllloo1ow1qr. 

Paril Boptoaber r7, 19.)9.• 
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DEPARTMENT OP STATE 

FOR Tilt PRESS OCTOBER 2, 1939 
No, 480 

~TATEMENT BY THE SECRETARY OP STATE 

More than twenty years ago the United States recognized, 

and haa ainoe coaintnined diplomatic relatione with, the 

Polish Government , Poland ie now the victim or ro1•ce used as 

an •.natru=ent or national policy. Ita territory has been 

Ul<l•n over and He Government has had to seek refuge abroad , 

Y.eNc aeiture o r terri t ory, however, docs not extinguish the 

legnl exis tence o r n government . The United Stat es there-

for<~ con tinuos t o r e(;ard the Government or Poland as in exist­

cno.l, in accordnnoe with the provisions or t he Cons t itution <· 

of Poland, and cont inues to r ocognl?.O Count Jerzy Potookl as 

ita Ambassador ln Vnshington. For tho proaont at lcnst 

Kr, Biddle wi ll r eDAin n~ar the Government to which he has 

'bee, acor ecH tod, 

... 
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c<>P'/ ~or !lr. !'oley 

..,, .... lO, lt" 
1014' .. .. 

.,l't lalle • 

Opera\ort .&llllaaaMer lulltu. 0o alaaa4. 

Dirt lalle. 

Aaballaclol' 
lull1Ut lello, 1-..,. ... era, .. , 

llllrt I'• Jalt tau, BUl. 1'•• It- a llttla ...t• 
tiM -tb-. 

•• 

lllllra 

I a 

lllllrl 
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Dirt 

I t 

.,,. 
•• 

..,,. 
It 

h1l 11• awfi&11T &011'17• looM ban, 1-..,., llbat 
1 _, to tell J'CIII 11 t.b.Uo J:t• ra•ta1 J'CIII 0 
talep• • tbll altJen rlpt •-. tut 1 _,_. 
to tall rou OYV tbe pbcea at •a•• 

Oo ala...t. 

!be Pl'a.td•t e4 tiM .... ,.,., or tba lallk Po1K1, 
tbat'• tbe Polllb latS.al a..a ••••• 
., ... 
••••• del.,ated Dlrenar J¥.-t larplllul • 
&.1-r-p.l~-----······ ., ... 
••••• wttb tll1l pow••t 111bllla I baYa laara - 11M * ortclaal or _. or wbllla I baft a aon • 
....._ 1 ~ .. , a•t te , .. "' talepu - ba dUpe ... 
• lata - ._, of tba •toe. or ao14 111bl* 
liN - 01' WUl til tM C.tare M dapollt .. \o tbe 
Nil at at tbe lieU r.11111 a tareltla -.u • ., ... 
-.. be 11 •t~aorU.. alao te 411C: at tiM 
""'•••• at tba N-h at tba r.lKl wttb bll 
tenlp 111'1' ........... 

Caa r• talJl a Uttla laa4•1 IUl' 

Ia 11 &1M MUwru• to 411poaa of t.lla w ..... 
of Uaa ao-'• et Uaa laM Po111111 w1Ua bla ,_._ ....... , ..• , .. 
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low, 111 other wol'lto, larp1118111 bol4o t\111 powon 
boll tho 1&\s..al Bult of Pol8114. You ua4tnt8114f 

t- t boar 7ou. 

AD4 be - bo eaUocl oo M to4&J at the requen of 
tbe Pollob Allba.,ador ud Ollbalttocl tbooo tllll pOwer• 
to IU, wblob appeared to be 111 tllll ud 1t1al to ... 
All4 be ulcocl • U t would eo-1Aiato that to 7011 .... , ... 
•• •• ud U - ud aloo to tbo leorotai'J of State, of cou.rae •••• 

Too, 

Y•• 
"-•• eorrolpaDdeMo are tbe loUaal Clt.J ~~ell, 
tho 0.UJ'IIIIt7 but eo,::( tho llellor• huot 
C q~, tho Cbaeo bt Bait llld \be 179tac 
!ftn -OIIII<• , ... 
Joa 111140J'Iw.d the roo•• tor thoU 

Bllha Ab - t - t tlalalt •• 
I I x ... 
B111rt Ab - (Laaapae) - obOilld I rood Cbarllo llo .. t 

II (t.aqbo) 
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PWRRAD or m.-.. •~~:w UO&:It&D 

JBOJII Aaer1.oan Dlba .. 7, Pane 

DA'l'll Septeaber :50, 193!1, 8 p.a. 

NO.I 21!67 

'l'HIB IS A OONJ'IDEll'l'UL 'l'ELIXIIWI, 

:cs 

l. I vu requested toda7 b7 the Polish Ambuaador in Par1a 

to reoe11'e ZTPWltkarl)i.nak1, the Direotor of the Bank Polek1, 

vh1oh 1e the National Bank of Poland. D1reotor Iarp1nak1 

haa been g1Ten tull povera troa the Preaident of the Bank 

Polak1 and the 41reotore to 41e~urae on hie own author1.t7 

all of the atooka of gold and balanou vh1oh are nov or 

will ln the tuturl be ore41 ted to tha aooount of the Bank 

Polakl in banka in l ore1gn oountr1ea, the Ambuaador aa1d. 

'l'b1a afternoon I reoe1Ted D1reotor l:arp1nak1. He aub­

m1tted to ma the original of hie tull povere and they aeemed 

to be 1n good legal order. He also euba1tted a oopy of thaea 
1n Parle, 

full povera attested by the Pol1ah Amba .. ada/, Lukea1ev1olt, 

and sealed W1 th the seal of the Parle J:aba .. y of Poland. 

!he f olloWing 1a a oopy of a tranalai1on of these tull 

power•: 
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PAP GRAY 

PARIS 

Dated Stpttmbtr 30, 1939 

Rtc 1d 6 :37 p ,m, 

Srcret~ry of State 

flcohington 

2267 , Stpttttbtr 30, 8 p .m. (SECTION T>¥0) , 

"Luck, SE,tEattr 9 , 1939 , 

Full pourrs , 

Tht PrEsidEnt o.n:i tht lllC.n.r.gtrs of thE Bonk Polski 

l>trtb!· c:ltl£<;~tE Dirtctor Zygmunt K~rpinski to London 

Yli th fOllOVI1Jl$ full pOWErS I 

DirEctor ~rpinoki is cuthori~td to dispost on his 

own c.':thorit.y of tbt stoeko of gold \thio!l orE no" or 

will 1n futur£ bE dEpositEd to the c.ccoun~ of thE BAnk 

Polski ~ foreign bcnks , 

~tbtr~rE , Director Kt.rpinok1 ~c ~uthor1zEd to 

diapost of tht bclcncts of thE cccounte or t hE Bc.nk Pols!d 

with his rortign corrtspondtnts . 

Should for ltgnl rtc3ons tht d1spoanl by DirEctor 

Kt.rp1nok1 on his ~Kn of tht sni~ atooka end bclcncts bt 

1mpoas1blt . t bt PrEsidEnt c.nd thE mcnc.strll or tht Bonk 

Polski btrtby c.uthor1Zt thE Pol1oh Ambaaan<lor in London, 

or My prraon dto1..;nc.ttd by tbt letter, to sign for t .bt 

Bc.nl< 
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PAP - 2- 2267, September 30, 8 p ,m, (SECTIO~ TWO) from 
Pari s 

Bnnlt p, l old t ogether with t>ircotor Kc.rpinaki o 

ThE President of thE Bonk Polaki , ai gnrd Byrkn, thE 

Wnnu: cr ot t he Bonk Polski , signed Bornnaki nnd Nowllk, 

cert1f1tn to by thE Poli sh Ambnaandor 1n Paris , Julius 

LulcC.81£Wi Of o 

Poria 3cpt£~bcr 2 7 , 1939. • 

BULLI TT 

:n 

Regraded Unclassified



: 72 
( P~~TIAL PARAPHRASE OF TELEGRAM NO. 226? continued) 

3. I have been requested by Director Karpinski and 
immediately 

the Polish Ambassador to transmit/information regarding 

the tull powers to t he Secretory ot State, t he Secretary 

ot t he Treasury, the Governor ot the Federo1 Reserve System, 

and to t he United States banks which are oorrespondenis ot 

t ile Bank Polski, the National Bank ot Poland. These Un1 ted 

St ates banks are the Guaranty Trust Company, llational City 

Bank, Bankers Trust Coopany, The Irving Trust CoCIJ)any, and 

the Chase National. Bank ot !lew Xorlt. 

Ot course , the Government ot Poland tears that now 

that Germany 1s in physical possese1on ot llareaw, she m<~Y 

a t tempt to lay hands on property ot the National Bank ot 

Poland by some ruse or legal triot1on. -
BULL ITT 

' .. 

' ... 

EA:MSG 
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CJ 

Storrtary of Statt, 

Washington. 

34.8, Ootobtr 3 , 6 p,. m. 

O!IJ.Y 

RIO 0€ 

Dattd 

Rro'd 

My 340, SEptEmbEr 27 , 11 a . m. 

:73 

JANEIRO 

OctobEr 3 1 1939 

4:02 p. m. 

I havt just rEcEivEd thE following lEtttr from thE 

U1niattr of Port ign Affairs: 

"I havE thE honor to inform Your Exotlltncy t hat the 

Bank of Brazil is , for all intEnts and purposts , fiscal 

agEnt for thE Brazilian GovErnmEnt , bring ablt , thErtfor£ 1 

in thE txtroisE of thEsE att~ibutrs , to maintain a gold 

aooount in th£ (•)• . """!..\ e• f ~(1.---'<. 
CopiEs or lEtttr bring torwardtd by air mail. 

(•) Apparent omission 
EMB 

em 1 o11 
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Oc t ober 3 , 1939 

Wy dear Kr. Secretary: 

In reply to your letter ot September 23rd regarding 

the attitude ot the State Departaent toward the propoeal 

tor the renewal ot the eo-oall ed 1Standatill Agree•ent• pre­

aenttd by Kr. Jo .. ph Rovena!Q', Vioe President ot the Chaee 

llat1on&l 8&nk and one ot the Aaerioan repreaentat1vea on t he 

Oeraan 1Standatill Agreement co .. ittee• , I beg to etate that 

we have given oo nai deration t o the propoeal. 

We have in •ind the position taken by the Treasury 

that no Queation ot legality ie preaanted under Beotion 3 ot 

the Neutrality Aot. 

Tbla Departaant ia ot opinion that it oan g1Te no adTioe 

or auggeation in the aatter, but auat lea•• the detera1nation 

ot the auggeaUd renewal ot t he Standatill Agreeaent to the 

pertiea ooncerned. !hey no doubt have in aind t he poae1b1l1ty 

that there are presently pending betore the Congreu propoula 

to modity Seotion 3 ot the preaent •eutral1ty Aot and that 

auoh uendaent a1ght whOllY change the a1tuat1on. 

Very truly youra, 

'!'be Honorable 
Henry Korgenthau, Jr. 

'the Secretary ot the Treaaury. 
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October ~. 19~9 

George Harrison wae in and told the Beoretar,r that 
be wae dieappointed in haTing the retunding postponed tor 
a week. 

llr. llorgenthau eaid, '!hie thing of haTing the 
French and t he English open an account with JOU ae fiecal 
agent wae eoMt h1ng that both the Preeic!ent and I wanted. 
I explained 1t to Eoolee and he wae enthueiaetio. It ie 
an Ada1n1etration polioy .. uer and I aa goi~ to aak ;rou, 
ae ~ t1eoa l agent1 to oarry 1 t out in that ep1rit. llr. 
llarr1eon replied, I haTe done 1t already. 1 aaw Beaulieu 
and he 1e worried about a f ew th1nge. Beaulieu aalted a 
lot of queet1one. One ot the queet1one wae ' what 1t 
Congreee wanted our •one;r t o otteet agalnet war debte• . 
Ke aleo aaked a lot ot legal queet1one and I t old him he 
would haTe to refer to the Treaeury law;rera. I ehall 
certainly d o what you aek me to. • 

HK,Jr then aa1d, •I wanted t o let ;rou know, man t o 
man , that this ia ao~eth1ng that we de t in1 tel;r want.• 
Mr. Karrieon replied, •we do not t hink that it 11 our 
cbligat1on to aay whether you are wiee in doing it, • 
and HK,Jr anewered, ' Yee. I underetand. I am not ask­
i ng. Until t h1e t h1Df i s eettled, I would like to do it 
taoe to faoe with you. 
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J'II01U Aaer1oan l:lllbaae,-, Berl1.ll, 0el'II&IIT -~ 

DlTEI October ~. 1939, nooa 

l~ \ 
\ 

Reference 1s made to .,. t elegram Ho. 1012 ot Septeaber 

30, noon. 

An author1tat1Te eouroe 1ntol'lle ue that the Re1ehab&Dk 

and other departaenta ot the Gonrnaent viehed coaplete.l,­

to abaorb Geraan-oeoup1ed Poland into the Reich' e b&Dk1ag 

and monetar,- etruotur. atter a ehort period" ot tranei tor,­

aeaaurea and arrangeaente. Row&Ter , there ie poee1ble eis­

nitioanoe in the tact that Bitler h1aeel t insisted that the 

entire occupied area, i .nolud1ng the Corridor , haTe a eeparate 

credit and monetar,- etructure; he excepted Polish Upper 

Silea1a, which he agreed ehould be eoonoa1oal1T ooneolidated 

wit h the Reich at oaoe. 

Central bank and note 1eeuanoe tunotione ill the occupied 

territor,- are taken oTer bT the Reiche ~reditk&eaen. !hie 

1e an i .net1 tution 'llhlob bad been aet up on p~r eoae ,-eare 

ago - to begin operat1DS ill tiM ot war. In tact, aJiall. 

denoa1nat1one ot aan ourreno,- had aotuallT been printed, 

in anticipation ot euch an eaerpnq. !be 1net1tut1on, 

under or1s1D&l plane, vae deeisned not onlT to tunetlon 

a111 taril,- occupied territor,- , but &lao to .. rn ae a 

Re1ohabanlt aux1l1&rT to aeet extraordi.nar,- war tlae ored1 t 

and ourreno,- conditione i n Gel'II&IIT iteel t. HovaTer, thle 
latter 
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latter function W1ll DOt be taken up, ~• the 1aet1tut1oa 

will confine ita operat1one to ocoup1e4 Polaa4. It waa etate4 

that 1t 1e urgentlJ neceeearr that the Re1oha 1re41tkaeeen 

Sohe1ne aark notea be 1eaue4, aa there ie an extreae dearth 

ot ourrenor in certa1a center• ot Polaad beoauae of hoar<U.ng 

or withdrawal& b7 r efU«••• · 

Hitler h1llael.f ordered that t~ central organJ.ut1on ot 

the Re1oha 1re41tk&aaen be located at Lo4&; 1t ha4 been the 

w1eh ot the Reiohabank that 1t be eetabl1ehed at Paean. 

The nw 1net1tut1on 1aten4a gradual.lJ to Withdraw al.l &lot)" 

troa o1roulat1on and 188ue 1 U CIW1l aarka to replace thea. 

There wae aoae debate on the queeUon of the new relat1oll of 

the &lot)" to the aark. The exohange rate, for conTell1ent 

ooaputat1on, had been arb1trar1l)" eat at &0 pfellll1ge b7 the 

Arrrt 1netead of •7 pfe~~nige, 1te prertoue parit)". It wae 

the conte11t1on of ao~~etarr e:Q)eru and pr1oe oontrol &llthor1-

t1u that th1e rate would eet up pr1oe and other eoonoaio 

41aturbaao .. 1n bo1h oountriee, 1n nw of the faot that 

nentuallJ there woul.d be ellbetant.1allJ free trade between 

Oeraanr W1 th 1te h1F pr1o.. and oooup1t4 Polaad W1 th 1te 

low pr1oee. Therefore 1t wae eugelted that the &lot)" be 

rnalue4 at ita purohae1118 ponr par1t)" with the aarlt, aa4 

the &J»ene thoupt aroiUid 68 pf•anlC• woul.d be the rate. 

A po111t worth not1118 1e Ulat wbell Dansie wae taltal! oTer, 

the 
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the Dans1g gu1den, which tor.erl.J' ba4 an exchange rate 

niga , waa rated at 70 pteM1ga. It waa the opinion ot tbe 

monetary authorities that the gulden waa aligbtlr o•er-Talued 

under tb1a rate. Rowenr, it 1a underetood that the X1n1etrr 

ot Finance obJected to a rata of 66 pfennige for the ~lot, 

on the ground that the Reich' a military axpanditurea in Pcl&Dd 

would be inoreued therebr. It 1e underatood that troa the 

Reicheb&Dk c .. e the ooneerTat1Te obJection that 1t would be 

admitting that the aark 1taelf waa oTe .. alued br aett1Dg a 

rate higher than that which prnailed before. Therefore the 

d1aeent1ng experts were voted down. 

The Eabaaer underatanda that for the preaent the Reich 

pr1oa control authorities will keep the preeent leTel for 

Poliah prioea, However, tor aoae unexplained raaaon, the 

independent Raioha Food Estate hae aade aeTeral purobaeaa of 

grain ~· atoolt,a 1D Poland and troa large aatatae at the 

aue artitioial.lr b1gb pr1oe wh1oh 1e paid to grain 

in O.raan;r. It 1a the belief of ooapetent obaerTera that 

there will be a r1aa 1D pr1oea of Pol1ah produote, ~d that 

there will be apeoulat1ve aot1rtt1 and general price, wage 

and eiiJlpl.J' diaturbanoea, aa fir'aa i n O.raan:r are o~oring 

tor parmiaaion to aend their repreaentatiTea into Poland to 

purollue ~ 11:1nd of etoolta at the relat1val.J' low prioea -

prna1liq, During the oooupat1on of Auatria, the SudetenJ.and 

and 
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an4 Oaeoholll.oTKla daU.U" plwao.aa ooo~U'Nd. lloweTer, 

the O.J'Mil autbor1Uee 111 tho" ou .. exero1"4 ooae14el'dle 

control w prtTID~ 4tllu41118 ot tboae ueae ot awoke ot 

aerobaD41" b;r O.l'llllll epeoula~ore. 111 the Pol1eh cue, 

no aeall&l'll to prneat euoh an ooourreaoe hiiTI u :ret bea 

annouaol4. 

U 11 l'eqlllltl4 that th11 UllfP'U be repeated to 

the \'reuur;r. 

EIID XIStWJI • 

• 

•t 

I 
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TR£ASURY DEPARTMENT :EO 
INTER OFP'ICE COMMUNICAT10N 

DATa October 3, 1939. 

lleor•~~D1haa 

111'. Baaf{:{(/ 
TO 

&bJeot: 0\lrreDt Denlop .. Dte iD tho Hilb-Gralle &ecntl'l tlee 
Karute 

(1) !l'eUU1'7 eoour1t1 .. roo• llur1D8 the put weelt 
(Obart I ). .ll1 -turiu .. part1oipate4 in the 
rUO - thO .. 41118 &D4 10"8 torso OOMWhat 110.1'0 
thaD tho abort (Chart II), Ooaa14ol'1ng their 
D0..-1 &llplitulle of fiuotuatlon, h""enr, tho 
ehorte 4111 better thaD the M41uaa and 1oaga. 

(2) 

(3) 

(~) 

(5) 

LoDg~tors !l'e&8Ul'7 eeour1t1oa are Dow at about 
the .... lo•el aa in robl'U&l'7 1935, wb1la ehor~ 
tors eeour1t1ee are oonl14arab17 higher (121eir 
;riellle lower) than at that U•e (Chart III). 

rbe bill holdings ot the Reatl'TO banlta ha•e de­
oroued b;r t325 81llioDa eo tar thi•.T•&r, while 
the bond hol41age han inoreaeed b;r f475 811-

tho Dote hol41aga b;r t S9 81llione 
\lJii'lrn~'~l flle proportloD ot total billa ou~ 
• b;r .. llber b&Dita hae tondall to lle-
oroaeo, proportion held b;r 1all others• 
to 1Doreaee 1n reoont :roar a (Chart V). 

!ht hip-poadt oorporaie boD4 -.rl<tt hae Juat 
kept paoo with the loag-tars 'frtuur:r boDil -.r­
ktt lluriag tha paet •••It ( Ohart I ). • .. oorpo­
rato t1D&Do1Dg ••• the largeat ainoe the woelt 
ended Aupat 19, &D4 ••• wall reoo1nll. llu.D1~ 
o1pal boDd pl'ioae, ae .. aoured b;r the Dow-Jonee 
an rap ;r1ol4 ot 20 bonlle, re8&1De4 uaohange4 
4Ul'1D8 tho put woolt. 

!be 41eoouDt rate ot the B&Dit ot Engla.nll waa re~ 
lluoo4 t rooo ~ t o 3 paroont 4uring the woelt, anll 
••• aooollp&Dlall b:r a pnoral relluotion iD abort­
tors 110ne:r ratee 1n ar.at Britain. n h hoped 
that thie -:r t a o111tata tho t1oat1DS ot • war 
loan, parhapo l&ta thia IIODth. 

I 
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I. Current Den1opaeau 1n UD1te4 Statu 8o01U'1Uu 

TreaeurJ boD4o ro .. 4u.r1ng tho t1rtt t1n daJ• ot 1att 
week, and then 4oo111lo4 eharpl.7 Oil 8otl&rd&7. Tho notu ro .. 
du.r1ng oll1J tho t1rtt to•r daJ•, 4ool1D1ng Oil both l'r14o.J aD4 

satll1'4r.J· BoD4a a4w&Doo4 and llotu -1ao4 abollt uoMngo4 
on Mond&J, Ootobor 2. Tho aworego 71114 ot 111 1o~~&-totw 
'l'reaourr bond• ttoo4 at 2. 74 poroeat on XolldaJ, at o~o4 
w1 th 2. 79 poroont a woek bot oro ( Obart I) . 

The relat1wo aowoaont ot 41ttoront aatur1t1u ot Troaeu.r, 
eeou.r1t1u during tho polt eight daJ• 11 lhown 1n tho to1low1ng 
table: 

Note a 
-rio 3 Joaro 

3 to 5 roar• 

Bond a 
--uroler 5 JO&ro to oall 

5 to 15 Jl&rl to oall 
15 Jeare &Dd ower to oo11 

1 :••ras•x:r1oo 
I foo I i!ii 
1 ended : Ootobor 
I 8opt. 30 2 

dh•nge 
I 
1 Total 
I 

(Ia th1rtJ-IOOOn4a) 

+ II 
+ 16 

0 + II 
+ 1 + 17 

+ 3 
+ 2 
+ 2 

+ 12 
+ 26 
+22 

Mo41u.a- &Dd lo~totw .. our1t1oo, aa will bo obtoned 1D 
t ho table, hawo r1aoll -Mitlat aora than lhort, hilt not b7 aa 
auoh aoro at a1Cht no~lJ bo apooto4 1n a ri11J or th1a 
ch&raotor. It .... , a reaooaeble obaerwet1on, therotoro, that 
the aborter ooOV1t1u hawo oont11lu.o4 to ahoY du.r1DS tho .,..... 
rent ra1lJ the bettor Jr1oo bahartor Yb1oh theJ hawo aaD1tute4 
ner t1noa 8opt•bor 6 ( abart II). 

M41t1ona1 ortdonoo ot the ralat1n ttroft8th ot the 
ahortor on4 ot tho aa:tkot 11 tllrll1ahed bJ th1a woek 1 a ottor1ng 
ot Troawrr billa. Tho average rato on the b1da &OO!Jito4 tor 
'l'roawrr 'bUla oa Xo114a7, Ootobor 2, aaoliDted to .OJ6 poroaat. 
!hl.a ooap&roa Y1th.OU porooat OD tho prorto\la Xoll4q, aa4 
h tho lowut 111loo .u&pot 14. 
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Monda)', lleptnber 25, vaa the laet 4a)' on which &II)' offi­
cial 1upport -• ginn thl GoYernaent bond aarltet. 'l'ota.l 
ot t i ciAl ~urobaeea on that 4a)' a.ounted to $6.9 a1lliona, ot 
vhich $6. 6 a1ll1one -• tor the l'ederal Reeene banlta, and 
the r ellla.1ning 1·3 111lliona tor 'l'reaaur)' inYeatlllent aooounte. 

The J'ederal Intermediate Ored1 t banltl eo1d $30 111llion1 
ot consolidated debenturae on Tbureda)', September 28. Tbeae 
debenturu were 9-1/2 aonth 3/'+1 • priced to 7leld about • 63 
percent, and were heaY117 OYeraubeoribed. The 1aat preYioue 
uaue of Intermediate Orad1 t bank dabenturu had been $30 all­
Hone ot 1+-1/2 aontb 3/1+1 • offered 8epteaber 8 at a pr1oe te 
yi eld ·50 percent. 

II. 

Chart III comparee the poeition ot the United Statea 
eecurlt:r market on Septeaber 30, 1939, with that on Februar;r 21, 
1935· On eaoh ot thaee datee the aYerage )'ield on long-- term 
Treaaury bond.a atood at 2.75 peroent, and the earlier date 
vas the tiret time at which the ayerage Jie1d bad aYar been 
eo l ov. At that time the 1ongeet-term Treaeury bond vae the 
31G of 1951-55 (the Mallon 3 '•) vhioh vaa aelling t o 7leld 
2.71+ percent. Tbia ia exactly the ea.e 7ield ae that of the 
2-3/ l+ 'e ot 1960- 65 at the oloee on Saturda)'. 

Short-tel'll eeouritiea were 7ield1ng ooneiderabl:r aore, 
however , in earl)' 1935 than at the preaent tiae. The 1ongeat 
note , t or example, T1e1dad 1.1+8 percent in 1935, aa compared 
v1th 1.03 percent on Saturda7. 

The 41fterenoe in the market between nov and earl7 1935 
""1 be expl ained in aeYeral ....,... Exoua re-erYea at thl end 
ot Februar7 1935 a.ounted to $2,237 a1ll1ona, ae compared with 
$5,330 111111ona on laat Vedneeda)'. The aeohan1cal downward 
preeaur e on abort-term aone7 ratea vaa, therefore, leee than 
at the preeent t1ae. Xore important, exoeea reaervea were 
•t 111 a re1at1val)' nav phenoaenon, and the aonay aarltet 
vaa at1ll unaoouetoaed to a4Juet1ng 1taelt to thea. 

Long-term eeour1t1ea on thl other band, bad at that 
time t he benet1t of the blgb expeotat1ona obaraoter1at1o ot 
the earl7 da7e ot a bull mArket in gilt-edge aeour1t1ea. 

Toda:r, the aeobanioal pruauraa upon which low ahort­
tel'll! ratu reat are greater, while the peyobologioal expeo­
tat1ona eo 1aportant to long-.tera ratll are 11 .. bull11h. 

Regraded Unclassified



'r3 _, 

III. I>htr1bu.t1on ot Olrnerlhip ot freuw•:r Billa 

~ring tile etatement weelt ended laat Wednuda:r, federal 
Reaene banlte perlll1 tted anotber t 30 111111ona ot freasur:r 
blllt to run ott. fh1e reduction co .. a on the heela ot other 
reduot10n8 in bill holdings Which the fte .. rre bt.nlta haVe .... de 
oYer reoent monthe, aggregating t325 a1lliona alnoe the tiret 
ot thla year. The very large purchuea ot bonds and notee 
made during September aore than otteet the decline in bill 
bold1nge, liowenr, ae aa:r be eeen in Chart IV. Bond hold1nge 
ot the Reeerre banlte are now t475 a1111ona higher, and note 
bold1nge •119 111111ona h1.gher than at t he end ot 19311. 

Inaamuch a a there baa been no change tor over a :rear in 
the total uount ot billa outstanding, the large reduction 
1n rederal Reeerre holdings baa had to be abeorbed b:r other 
boldere, Chart T ahowa, tor Karch 11-, 1935 to date , the total 
aiiOilnt ot Ti'eaeury bill a outstanding and the dietribut1on ot 
tbeir ownerehif between Federal Reeerre b&nlta, aeaber banlte 
and 'all other holders . The t1guree ,.re plotted ae of mea­
bar banlt call report dates trom llaroh II- through l>eceaber 31, 
1938, and weeltl:r beginning w1 th februaey II, 1939, the t1ret 
date tor which weeltly figure s are ua1labl8, The weeltly 
tlgurea tor aember banlt holdings represent the holdings ot 
weekly reporting member banlta; but onl:r elllall a.11ounta are 
held by nonreporting aembar benlta, 

for the da tee ehown 1n the ohart, t he total amount ot 
freaeur:r billa outstanding inoreaaad troa el1ghtl:y l .. a than '2 b1ll1ona on March 4, 1935 to t 2.4 billiona on Deoeaber 31, 
1935, fbereatter, there were i r regular deoreaaea to a low 
ot about .1.2 b1111ona on June 30, 19311. Beginning w1th 
Se( ptember 19311, the a110unt beo..a atabiliud at t}.J b11Uone. 
fhe t1gurea Juat oi ted do not renal the tu1l range in the 

a100unt of freaeury b1lla outata»ding between 1935 and 19311 
beoauae onl:r the datee ot aeaber benlt oall reporte oould be 
uaed ln the chart. J.otuall:r, t he uoount ot freaeur:y billa 
outatanding ranged troa a high ot approx1.aatel:r .2.11 b1111ona 
1n the a1dd1e ot Septellber 1937 to a l ow ct t l . O bUUona in 
JU17 19311.) 

It w111 be noted that the bi ll holding• ot federal 
Raaern banlte changed very 11 ttl8 between the eprlng ot 1935 
and the end ot 19311. I>ur1ng 1935 and 1936, aeaber banlte, on 
the a•erage, aooounted tor about 70 peroent ot the reaa1n1ng 
bille outata»ding. In 1937 a»d 19311, howenr, the &oidlnge 
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ef aeaber banke deoreal8d both abeolutel;r and relathel1 with 
a correspoD411!fl ehitt t o "all other• holder e , wbo at the ' end 
of 193S held aore blUe than did ••ber banke, 

Duri ng 1939, the holdinge of aeaber banlte reulned at 
about the eame level. Thue, the large decline ln the hol~ 
1nge of Federal ReeerYe banke baa been abeorbed entlrel;r b;r 
' all other• holdere. 

IV. Other Doaeetlc 8eour1t1ee Markete 

Higb-grade corporate boD4 prloee advanced during the 
put week. The 1'reaeur;r average of higb-grade corporate boftde 
decreased in ;rleld t ·roa 3 · 33 percent on Saturda;r, 8epteaber 23, 
to 3,29 percent on Saturd&;r, September 30, and deoreaeed 
further to 3. 2S percent on Mond&;r (Chart I). 

New corporate leeuee laet week aaounted to t15,1ioo,ooo, 
tbe l&rgeat woluae elnoe the weak ended Auguet 19 - 1 , e, , 
Iince the beginning or the war orhle, OYer halt ot the 
TOllllle waa aooounted tor b;r t he 18,865,000 otterlng ot 
2- 3/4 percent equlpaent trust oert1t1oatee ot tbe Penne;rlY&nia 
Railroad, maturing 191io t o 1954, awarded to a e;rndioate headed 
b7 Saloaon Brae. and Hutzler at a price or 99.119. An 1a­
med1atelT euooeeetul public reotterlng wae aade or the 1945 to 
19~9 matur1t1ee at prioee to ;rleld 2. 40 t o 2. 90 per cent. The 
19~~ and the 195D-5~ aaturltiee were pl aced prlwatel;r. 

MUftlolp&l boftd prl oee , ae aeaeured b7 the Dow-Jonea 
.. e.rage 7leld or twent:r 2o-;rear bonde, re~ned unchanged tor 
tbe week at an enrage ;rleld or 3. 25 percent. 1'hh wae the 
firet week einoe t be end or Jul;r that the aun1o1pal aarket 
bile not regietered a deoline troa the prertoue week'• level, 
•• meaeured b7 the Dow-Jonee enrage. .U the end or Jul;r the 
&Terage etood at 2.63 percent and baa now rieen to 3,25 per­
cent. 1'11.11 la 1dent1oal with the rlee 1n 7l1ld regietered 
b7 the average or all lon~tera 1'reaeur;r bonde during the 
eaae per iod, 

llaw aun1o1pal 1eeuee wltb a aatur1t;r ot one ;rear and ower 
totaled $4. 2 aill1one during the week ae ooapared wltb the pre­
Tioue week'• total of 15. 3 a1111one. Ill ad41t1on, tbere were 
~~~ a1ll1one or 1uuee vlth a aatur1t;r ot l eu than one 1aar, 
~ •Ullone of vhioh oonehted ot llev York 01 t;r rennue 
bi la With a aaturlt;r or onl;r a little ower a month. Theel 
ware eold at a rate of 1/2 of 1 perc ent ae ooapared with a 
rate or 3/S or 1 percent obta1ned b;r the Clt;r on lte laat 
tale or euoh blUe, 
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Y. ~~ BrUhh lfoneT Jlarbt 

!bore vae 11 U l e act1Y1tJ ia t h e .arltet t or Br1 Ueh 
Gonrllllent 110urit1 .. 4ur1ag the paet weelt, CUlt-e«ge .. _ 
our1t1ea in Loadon are atUl :tro"n at t he ainillua pr1o .. 
e~tabl1ehed bJ the Btoolt boballge, althougb it h hoped 
that the reduotion o:t the Bank ot England dieoount rate laat 
v~elr. UJ tree the Mrltet. 

!be reduotion of the Bank Rate on !huredaJ troa ~ per­
ceot to 3 peroent vaa interpreted in preee diapatohu ae a 
preliainarJ atep to the n otation of a war loan late thie 
aonth. The next Uep h upeoted t o be a reduot1o11 of the 
a1n1alll4 prioea iapoaed bJ the Btoolt Exoha~~ge unle 11 t he .. ..._ 

. lr.et treee itellt in the aeanwhile bJ a rill in t he aotual 
pr1cee quoted. Current 1'\IIIOra are that the loan WUl bear 
1ntereat at J-1/2 peroeat and will be offered at about 90. 
'l'b11 vould be equ1Yalent to a Jhld of about 3· 90 peroent on 
a perpetual loan, 

8bort-te:. a oneJ ratea ia the Londoa .arltet were eae,ier 
laat veelt, oapeoiallJ a:tter the reduoUoa ot the Bank Rate. 
Call loane againet ooaaoroial billa were quoted at 2 p ercent 
at the veelt-end aa OOIIJ)ared with 2- 1/2 peroent a w .. lr. earlier. 
'!'be rate on 6-ao11th billa tell troa 5 peroent to J-1/~ pel'­
cent during the week, JridaJ'• offering of 9o-4a1 '1'reaeur, 
b1lle eold at an •••rag• rate o:t 2. 44 peroent. 'lbie h the 
lovut rate e1noe Aa&pat 11! and ooaparu with a rate ot 
3.31 peroent l aet week. 

Attaohllenh. 
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JI GRAY 

Pnr1s 

DatEd OctobEr 3 1 1939 

'l'hl ~of.luri'.;!.ES ·~::U'!'Et rEgis tErEd but Sl:lt\ll ChangES 

rr~m Pl'Evlou.s q•~otatt<>ns ::md thE turnovEr uns light. 

IntErnat1ona1 issuEs wErE i n so~Ewhnt morE dEmand . 

REnt ES ndv~no td t'rnoti onal.ly , 

During thE pEriod StpttJnbtr 1-15 wi t hdrawals 

from ordinnry s~vings bnnks totalEd 1, 118 million 

tranoe nnd deposits but 105 million. ExoEss ot dEposits 

over withdrawals i n ordin~ry s •v• nge banks thrrEfort 

from J 'lnua.ry 1 to SEptEmbEr 15 wtrt thu.s rEdUC Ed to 

lEas t~nn 144 million f rancs . 

(PltasE SEE our ttltgr•n No , 2095, StpttmbEr 21, 

6 p,m, ) Offic i~l spEculators fortign ExchangE rate~ II 
0 1 I I J I 

BULLITT 
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JR 

SEcrctary of StatE , 

Washington, 

346 1 Oc tobEr 3 , 4 p . m. 

GRAY 

Rio dt JanEiro 

Datrd OctobEr 3, 1939 

Rcc'c1 4 p . m. 

Embassy's dEspatch 1768, SEptembE r 18 , 

Tht DirEctor of th£ Exchan;;c intorma mE that 8ank 

Bank of Brazil wi ll r EsumE thE allocation of dollar 

cxchnngE for rEmittancE of Earnings and administrativE 

Exptnsta of somE forEign (predominately AmErican) 

companiEs opErating i n Brazil, 

CAFFERY 

CSB 

I • 

• J • ·•t 
" 

'02 _ .... 

Regraded Unclassified



TOI Aaer1oan KlabuaJ, LoD4on 

liO,I 1148 

DATil Ootober 3, 1939, 7 p, a , 

It U our underatancUng that aeour1tJ dealera in 

London are trJi.Dg to get a rul1ng troa the CanacUan 

autbori t1ea 'ltb1oh would pel"'l1 t Br1 t1eb rea1denta to 

cUapoae ot O&D&d1an aeourU1 .. owned bJ t~. !be 

8aour1 u .. and hoh&Dge Co.Uaa1on would appreciate 1t 

1t JOU would ad't'iae in detail u aoon aa poae1ble what 

progreu baa bean aade v1 tb retarenoe to tb1e plan, 

\ • . . ·' 

'( 

.• ~. •• • r 

U I D 

\ 
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TREASURY DEPARTMENT :.94 

INTER OFP'ICE COMMUNICAT10N 

OAT& Ootobw J , 1939 

!0 

llr.Oocllna 

llr. Plno•t tolApbooe4 • at 5150 ~·,..,4&7 nu1nc, -uac to liDo• 1t 

I ccald 81 .. hi• ""'3 uowr 1A roprd to the ll141aa o1l ... r quoUoa be bad 
rolled. Be oa14 bo bod lakn \be rooponalbill\7 of oabliac hio pooplo to bold 

ott •• their dooioion alnoo tbe drop in ailYar the paot f.., da.r• mpt ~~a ... 
:ado t his quaoUoa of 11loraaao4 ~rtaaco to tbe Olol.\14 8tatoo !'r•...,.. 

I ••tioaod thio • " w to \be S.cro'-7 t hio •rD.Uc, u4 1\ •• o.rJ'0o11C14 
!hot llr. Pino"'t oboul4 OOM in for an lliJO appoiDt•at. !'bo aoorotar:r r.­
otl<t d bh, ntb llro. nots aD.d IQ'ollf pro .... ,. 

After the moot1oc, I prepared, at the SIOrotar:r•o r oquot , a oablequ 
to Lolldon, tor llr. htt11'110r\b 1 o lafo.-Uon, roport1"4f \bo aD.o•r '*'lob bad 
ben pn• Pinoont. .1. copy of tbio oalllos:ru 1o attaebed. 

'llhen llr. Pioo..,t, ,juat llltoro 1 .. ,.1114f, ralood tbo quoUoa apio •• to 
the opon1D« ot an aooolmt nth tho .hdoral boor ... :Bank ot low Tori< ao fhoal 

act•t ot the !'rM11U17 by \bo lrl Uob OoYOruont or 1 h purobaoiac oo.!uioa, 
o.>4 iDU,...tod tbat it •• hio lll141rohod1oc that tho doololon •• lAtt nth 
tho BrlUoh, \be SIOratary told h18 tbat it t bo JrlUob wro dhpoood t o dooldo 
oo utllldoc U3 banl<o oU.Or tbaa \bo .h4oral beorYo :Bank of 1111 Tori< for tbo 

-...iDuo nndor conaldoraUon, Piaoont obo1ll4 OOM and talk nth h18 tirot. 

Ul>on thlo Yhit, •• oa otbor ocoaaioao, llr. Pluoot ralood n th • tbo 
qu .. uoa of tbo pooolllillt:r of l)Ulloit:r 1o ooD.aooUoa nth aa aooo'IIDt oarrlod 
• ltb the hdorol boorYo :Bank of 1111 Tori< ao fiooal aceat. I ba ... 11\ bi8 

lo>o• tbot thio qa.ooUon bad oloo b- railed by hio ~ ooll._, IM'o:r­
houu ... , n th- I lll14orotoo4 be ..., 1o oloeo oontaot, u4 tbat \ho:r 'OO'Clld 

'ioth neeln .ach latoratloa ae ..,.q •• .. •r• la a poe1tloa to cl•• it • 

• • • • 
Oct ober 7, 1939 

llr. Ploo•t -· rooolYod aloD.O b;r aoorotar:r llorpathA at u .1..11. Octobor II. 

It - b- plaD.DH to .... I.oror-~ ... - 1& \be -· da;r, ~t \be 
"PPGiDtaoat •• obaace4 u4 \be aoorotar:r 414 ..,, eo• \be :rr .... lt. J.Uaoho =Ul 

11•1!5 1rlda,r •rD.Uc. Ootobw 6. !'bio -u..., .. bat- lbo soorotar:r""' 
Ia • IAro;r-Joav.lleD. ,.lou. !'be Clll.•oUoa of pu)lloH:r &iob Ill'. lM'or--11l1eD. 
f'll H4 nth .. lloforo coiiiC 111.\o \be aoorotar:r'• oftloo boo- r•portod 1a .. 

''Pf.r&to 8dmo.....a.. 
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,.. ..... 14ft.., 

!'roll I llr. OooUu 

tor »U\.......nll tr. t.M -.\arJ ~ t.M -IV7· 
~Ul o.v .. l ... Pia-' ~ t.M :lrl\1. -..,. 

11u latonM. .. \!Ia\ t.M aao ... , .. w,..._, ~ Ia41a, 

\lllo pollq -~ ett ecu ... , 1\ •• propoiiA. 

\lla\ \U GotW-\ ~ la4la U!po .. a\ U .... 17 

cla\1 ...... la .. - ... - .u ..... lJ!por\e. 

ru.-\ -"' llio OGYI~\ )lal. lal\ru\M 

l>la \1 a........U., reeotloa \1 \1111 cca\~\at 

1111 a. ..... , __ , 1a ....-1\liiC ... Uoa\ 1 tl4 .. , 

te.tr1 \o _.,, .., oplaioa aa \0 \1111 poliq; 

lna\ \ba\ l U4 ..,, ral" .., o'IIJacu• \Mrl\0, • 

(IDH.l •· •· a. 

coNFIDENTIAL 
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TREASURY DEPARTMENT ·os 
- v 

INTER OFI'"ICE COMMUNICATION 

DATt Ooto'ber } , 19)9 

TO Seerot oq llorpntb.m 

)!r. Cochra. 

!!bo !ore~ excht•p Ma"ko\ ...... ,. quiet tollq wUh 4acroqo4 '101WM 111. 

aterli.DC tron...,uou. StorU.ac opca.o4 at 11. 01-}/11 an4 ob.orUT thar-.!\U' rooo 

lo 4.N -7/8 at which Hla U r.a1AK 'lmtU the aarl.T a!tor110o11. A aal.l 4uu4 

tor atorl1DC ,... thea 111. ..,14eDOo u4 the Hto fizllo4 up to 11.02-}/8. !l:lwr4e 

tho clou of the 4q oterU..ac ... oUll 111. ~ 111. aal.l -h 'lllloD tllo Hh 

touchet a bJ4I> of II.0}-1/2. !be ..ta wltooquatl.T roco4o4 olooiJ:IC at 11, 0}, 

lloporliJ:IC -. 111. ... t orlt an4 the ~o4oral llooQ'ft - nporto4 oaloo 

totoli.JIC 105lll,ooo, f ro• tho followt.ac oO'CU'OOII 

Co:aere1al ooacerna •• •• • •• • •• •• • •• • •• • •••• •• ••• •• • • •• ••• • 
rorelp. baake (~ AD4 hr ... , ) ••• ••• ••... . ..•• ••••• I. 

1'14. lea. lDt. (160.000 tor lwe4ea) • •••• •••••• •• • ••• • •••• ' 

2}5,000 
229,000 
50,000 

total J. 51)1,000 

If oo...roial ooaaeraa•• •••••••••• •• • ••••• • ••• • •••• • ••• • ' 201.000 
II)' foro~ 'b-. (:lllrope, l'llr :lui oa4 lcrcltll Aaorioa) ... J. 21.7,000 

!I:> tal J. li25. 000 

!bo ktioaal - ot hlcl• 1o4q ool4 to u • 6115", 000 p14 troa thea 

~ ACC0111l'· 

CONFIDENTIAL 
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011011 p ~o~KBTIIIG October ~. 19~9. 

9aSO • · •· 
Preeent: Jtr. l!&nea 

Rianer 
Bell 
Grave a 
Burge .. 
Dutt1eld 
Bailie 
Viner 
Cochran 
Smith 
'1'b.olllp • on 
'llh1te 

Hanes: 

lltnoa 1 

Oaetcn1 

Jlr. 
llr. 
llr. 
llr. 
llr. 
llr. 
Mr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
Jlr. 
lira 

Pole! 
Harr • 
!faa a 
O&aton 
Klotz 

Have 70U had a repl7 1'r<111 the Sta to Dopartlunt to 
our letter about the renewal or the Oer.an atand­
atill agreement b7 the Mew York b&nkat 

No, I have had no answer. 

I obtained 1'r<111 llr. Berle laat night acme 1nd1eat1on 
or what tho answer or tho State Department was going 
to be, n&J118l7, th& t since thoro was no quo a tion or 
tho logal1 t,. ot the renewal UDder Section ~ ot the 
Neutralit7 Act - renewal ot the standat1ll agroe.,.nt -
that the State Dopart.ent IIUSt leave the determination 
ot whether or not to renew tho atandat1ll agreement 
to t he bankers. The State Department did call atten­
tion, however, to the tact that there ia a proposal 
now before the Congreaa to amend the Neutral1t7 Act 
and I eas\11118 their reaacn tor calling thia to tho 
attention or the Gel'IU.n atandat1ll eb&il'IU.n was to 
caution b1Jil against too D>eb publ1eit,. at this 
part1oul&r ttae. 

I will let 7ou know 1t I bear &n7thina troa the State 
Dopart.ent. 

Gutont 

Admiral Stark eame over to the COast Ouard and apent 
about an hour with Weeaebe 701tarda7 at tbo roqueet 
ot tho Prea1dent •a naval aide to rind out Wba t we 

Regraded Unclassified



K.II .Jr: 

Gaston: 

h. M.Jr: 

Gaston: 

n.u . .rr: 

Gaston: 

li .U. Jr: 

Oo.eton: 

H.H.Jr: 

S.Uth: 

·oa _.., 

- 2 -

were doing with respect to the coastal patrol and 
other matters . H~ left very much pleased and very 
much surpri sed, he said, at what the Conat Guard 
was doing. 

Ie Stark Cb1ef of Operationsf 

Chie f of Oporations, yea, We turned down a request 
from our friend Juan Tripp to freight some parts 
for t he Yankee Clipper from Boston up to Shediac 
where the Clipper 1s broken down, We cruldn ' t see 
it 1n the ab1enee of any specific instructions. It 
i1 just the sort or thing we don't do for ships when 
they are safe i n harbor, There is no question of lou 
of lifo or property, because we thought we would wei t 
until we got ins t ructions. 

Would it be permissi ble to use a telephone tap for 
tho purpose of getting evidence against one of our 
own employees, not for the purpose of making a 
criminal ease, but one of our own employees , about 
the alcohol tax 1n Be.l timore. Ue is believed to 
have been giving information to a distillery which 
they have under survei llance, 

How does that come to you , Herbert! 

'lbrough Elmer . 

Oh, One of your own emplo7eesf 

Yes . He io a special a gont of the alcohol section. 
They want to supervi se his phone, He i1 quite sure 
that this fellow has been tipping orr suepocts but 
they haven't the evidence. ~~ey want evidence to 
d1sr:l1ss him. 

0. K. You reeanmend 1 tf 

Oh yes, I do. I think in a ease like that where i t 
isn ' t for court- it will nevor be produced in court. 
It isn ' t a criminal trial , it is just a d1ar:l1ooal . 

Tocf 

I spent last week in Seattle, •• JOU know. I found 
tho people I wanted to see were all there and had 
plency of time w1 th them. I am ready to report . 
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1! . 11. Jl'l 

Sl!lith I 

H, li ,Jr: 

Smith: 

U, l!.Jr: 

S:lithl 

Oaeton: 

s..l.th l 

H .J.~.Jrs 

Smith: 

Viner: 

Slllith: 

Viner: 

Sn1th: 

Caston: 

II , !I,Jr: 

Fol ey: 

·og _.., 

- :5 -

o. K, 

The principal thing that the bankers wore interested 
in wne whether tho bond market wae artificial. 

Did you enlighten them on thatt 

I tried to, I don't know whether I di d or not , 

Did you aleo try to tell them who supplied tho 
art1tieial1 ty1 

They know that, 

I think our publicity waa excellent. I think that 
was well handled, I eompl1111ent Wr. Du!'fiold, 

Even though you a tate that the Federal Reserve 1s 
out or tho market, they ret\lae to believe i t . I 
don't know how you can get by that hurdle except 
by re-atating it. 

\'/ell , they can read the report, 

Well , Wednesday's report hadn ' t beon received when 
thoae eonveraatione wore t aking place. 

Are theee bankers? 

Well, they run banks. 

'lbe:T wouldn 1 t under a tand tbo report . 

Wall , the report hadn't been received wben these 
converaations were taking place . 

Do they run banka or are they connected with banks1 

I will aee you later, Tom. 

Ed1 

We have received rrom tho State Department what I 
consider to be a aa tia!actory letter 1n connection 
with a>ll1tt 's cable, changing the signatures ao 

\ 
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H,l!. Jr: 

:>oley: 

H. :.!. Jr: 

Foley: 

u.J:. Jr: 

Craves : 

H. lo:, Jrz 

Craves: 

H. r.! . Jr t 
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- 4 -

far as withdrawals from accounts in American banks 
go. I haven't had a chance to clear it with Jake 
and Win Riefler and when I see them a.tter the 
meotins we will send theeo two letters up to you, 
One i e to the Fed in New York and tho other ie to 
the Federal Reserve Board, 

Let Harry see them too. 

And Harry. 

Urs . Rosa , on her own, wont to the Attorney General 
and asked whe thor or not •.• , 

T~en it is all ready, and so f orth , let it eoae up 
to me through lolr, l!anea , will yout Send it to 
Ur. Ranes and when Ranes is ready I will ask him 
to walk it 1n to me, 

Urs . Ross , on her own, went to the Attorney General 
and a sked whether or not she wao covered by t he 
HD.tch bill in so far as =kine: speoches and political 
activity goes , and he sa i d sho was and now she has 
como to me and wants to get me to intercede . 

If it is all right with you, I think I will tell 
her that it would be embarrassing for the lawyers 
to go to the Department of Juo tice now. The regu­
l ar procedure i s for us to give our opinion first 
and then for the Attorney General to give his . 

Ia.n • t there a penalty for go ins to the Attorney 
General without first gi ving rq l awyers a cutf She 
ia Harold Graves' baby. I bad forgotten, Harold , 
how do you let your babies run around like that. 

I wasn't looking. 

Di dn • t you know tha t Harold Cira vee has the Bureau 
or the llintY Absolutely, and you are a Bureau 
offi cial, a termer poet-office inspector, aren't 
yout 

I wasn't looki ns for that. 

I refer the - tter for action to ~lr. Harold Graves. 
Do you mind takins itt 

\ 
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oraveaa 

n . !.I. Jra 

201 

- 5 -

No. 

I jua t want to warn you to g e t a bath towel and put 
it over your shoulders, 

Let her aee Harold. 

Poleyl Sure, I will give it to Harold and,,,, 

'J'hOl'IJ)aon a I waa planning to get out a circular tor the guidance 
ot the department, 

PoloJI What 1a that! 

'J'hcmpaona I waa plann1ng to get out a circular tor the guidance 
ot the department aa aoon aa the Attorney General 
.. kea a rule on it. 

B,M,Jra Strictly in the roo=, you know what aha doea , don't 
JOUT She lllllkea these talka and geta paid tor the=. 

Poleya I aee, 

H.M. Jra And that ia why she 1a ao interested. She won't =ake 
a political talk or any kind or a talk unless she 
geta paid. 

Poleya I d idn' t know that. 

H.W.Jra 

Pole71 

H. II.Jra 

Cochrana 

H. II,Jra 

l!ailiea 

Sure. I don't know juat what abe geta, but abe geta 
several hundred cfollara tor a t alk and that 1a wbJ' 
ahe 1a ao interested. 

Well, I th1nk thia ruling or the .t..o. '• 1a pretty 
narrow. 

Incidentally, you =ight take a look at that - I mean 
WhJ ahould abe take p&JT 

llr , Pinaent telephoned laat night to aee 11' we had 
an7 reply on a1lver, 

I have a call in for llr. Pittman. Bia wire waa 
buoy tor half an hour. 

Bar let 

Nothi.ng. 

Regraded Unclassified



Burge sa: 

H.I~. Jr : 

E.II. Jr: 

Haaa : 

u.k. Jr: 

Harrb 1 

H. ll . Jr: 

Harri s : 

Be1l1e : 

liarr1a : 

H.!.I .Jra 

flhi te : 

H, IJ ,Jra 

Crave u 

B. ll, Jr: 

Bell: 

- 6 -

I had a nice visit i n l{ew York , 

Good. You both look happy. Are you satisfied 
with yesterday's press s tatomontt 

Yes , I think that is ae well as you can do. I 
don't think i t is going to bother the market 
particul arly. The market is very good up t o 
three or four years and thin beyond that, but I 
think it 1s coming a long a.ll right . '!'bore is 
nothing much to worry about. 

Wel l , I am more than pleased to sit back and let 
the clouds roll by thi s week and aee wba t comee. 

Geor geT 

I hD.ve nothing this morning. 

HarrieT 

Bent but not broken. 

:o2 

That fellow isn' t a very nice boy to play with, is 
he , Ri tterT 

You have got to play his rulea or nothing. 

He is the meanest one of the lot ~non he gets going. 
\ 

I know him very well, personally, but about ever so 
often you get into something that rubs him. 
·. • If I .may offer some advice, I would sit tight and 
just l et i t die out. 

Rarryf 

Nothing. 

HaroldT 

Nothing. 

DanT 

I suppose you noticed the Treasury bill rate. 

• 
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Verr nice. 

Bell i The Yolu.e, boweYer, tell ott about 110 a1111on 
tor the prertowo week. Thi1 wa• the tire t line 
thlt went over the rear end. I ae•- 1t waa 
lergel:r w1D4ow dre••ills, •7be •ca• tax 11our1t111. 

S&•ills• bclllc1• bann•t 001a1 1n to a12,7 extent to get 
ale~ at, but the ellbecr1pt1on• han tall., ott 
troa about 16 or 17 aillion a nek c1own below 10. 
!bat h all I b&ve. 

H.II • .Tr l 'l'IIOIIPIOft! 

'Dlol:lpiODI IIOthillso 

H.II • .Trl All right, I aa a.a1lable 1t &DJbodJ wante to aee ... 
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October 3, 1939 
10:23 a.a. 

Operator: Go ahead. 

ffi.tJr : Hello. 

Jamoa A. 
Farley: How are you? 

H!'Jr : Fine. 

F: Did Durning call you? 

H;!J r : Yeah. 

r: Did you ge\ all etra1gh tened out? 

!!ltlr: No, I told h1m tba\ I couldn' t-- d1dn 1 t- we were 
talldng over three sw1 tohboarda. 

r: Yea. 

H!!Jr: And I aa1d I d1dn 1 t want to go 1n\o deta1ls. Well, 
he eaid he knew enough - that he 'd aee what he could 
do. 

F: Yeah , I talked with him, you aee , and I told him 
that I t hought you might have to -- you might want 
to give him some more -- he - - he knows that crowd 
pretty well, you aee . 

!:ltJr: But he aa1d he thought without my aay1ng anything 
core he -- he ooul-d get me, or a t leaat tr:r to get 
me what I wanted. 

r: 

!!ltJr: 

F: 

HNJr: 

F: 

Hl!Jr: 

F: 

0.~. I ' ll tollow 1t up. 

Thank you. 

You 1 re all right, a.re yout 

Vall I -- I 've had -- I've been -- you aoe, I've had 
th1a little t ouch ot Jaundice. 

Oh, I d1dn' t know that. 

It leaves me kind ot low but otherwise I'm all right. 

Are you homet 
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F: 

!lf!Jr: 

F: 

ID:Jr: 

P: 

H!!Jr: 

f: 

!ll:Jr: 

F: 

H!!Jr: 

r: 

hl!Jr: 

F: 

- 2 -

No , I'm at the office. 

I see. Oh, I didn't know that. 

Yeah, 

Did it make you weak? 

Very. 

It does, huh? 

Yeah. 

:os 

lfhat -- what -- I hea.rd over the radio last night 
you postponed your refinancing. What vas the 
reason for the.t? 

Well ••.•.• 

Not a propitious moment? 

Yeah -- I mean, this is the week, it looks to me, 
ae though t hey ' re going to make up their ll11nd 
whether they' re going to have a real var or have 
peace. 

That' a right. 

And While ther•re making up their minds, one d&y 
the market goes up , the next d&y 1t goee dovn , 
and it' a all over the lot. 

I see. 

And I thought I'd simply wait until it settles dovn 
t o whether -- to whether it'• a peace market or -­
or a world war market. 

I eee. 

Then I know what level I'm on. 

Oh, I see. Well that'• all right . 

But this var I just don't know. 

I aee . 
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I!!!Jr: Whatt 

F: I t you aee Carmody vill you give him my nry beat? 

HY.Jr: ( La1J8hl) o. 11: •• Jim. 

F: (Laugha) o. 11: . Goodbye, Henry. 
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o~erator: 

HIIJr : 

0: 

Key 
Pittman: 

5!!Jr : 

P: 

P: 

RI!Jr: 

P: 

HII.Tr : 

P: 

311Jr: 

P: 

t~r: 

P: 

tWJr : 

P: 

HIUr: 

P: 

SlUr : 

P: 
t.JIJr: 

. . 

Hello. 

:tes , sir. 

Vlill you put him on. 

Go ahead. 

Hello. 

Hello, Key . 

Yes, Henry . 

How are you? 

Fine. 

October .3 , 19.39 
10 : .30 a . m. 

Vlell, you got off t o a swell s t art yesterday. 

Very good. 

I consratul ate you. 

Thank you. I - I' m going to f ollow - I'm 
going t o follow some of them pretty soon now 
and do some of t he sob s i ster s tuff . 

I get you. 

(Laughs) I didn ' t want it yest erday . 

Now, Key , I need a little advi ce end help . 

Buhf 

I need some help rrom you~ 

IIY God, man, I don • t know how I can help you . 

Well, the British sent in their financial a ttach~ 
to see me, with a message • •• 

With what? 

Wi t h a messa ge. 

Yeah. 
Can you hear me? 
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P: 

I!IIJr: 

P: 

HJ!Jr: 

P: 

li!IJr: 

P: 

RCJr: 

P: 

P: 

HMJr: 

P: 

uiUr: 

P: 

PJIJr : 

P: 

RUJr: 

P: 

-2-

leah. 

A message? No, ther were g iving me a message . 
I say . ' 

Oh, yes . Thank you. 

•• •• that the British Government were considering 
placing an embargo on a ll imports of silver into 
India. 

les. 

And the)' wanted to know how we would reel about it. 

Uh huh. 

And b efore I answer them I'd l ike t o know how 
you ' d feel about it. 

Well, Henry. 

leah. 

In times of wa.r •• • 

Yes . 

In times of war I don't see that we can make any 
objection to what eny country wants to do. 

I see. 

I don't see bow. They - they have their own 
monetary and financial difficul ties or which we 
ot course •ight have some i dea but not as much 
as they do . 

Ri ght. 

Now, naturally • thi s 1S going t o disrupt all kinds 
of exchange ana movelll8JltS and I don' t see that we 
can ~e any objection to it. 

Well , they - they likely said that before doing 
it they ' d like to know bow we rel* . And before 
I took anything I •d like - wantrto get your ideas 
and so I take it that 16:1 answer to them will be 
that - that we raise no objection. 

I don t t see .my - I wonder what they want to do it 
for. 
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r.JlJr: Ah ••• 

P: flhat do you think thei r main idea i s? 

riMJr: Conserve their money. 

P: 

BllJr : 

P: 

HIIJr: 

P: 

u!.lJ'r: 

P: 

HtAJr: 

P: 

ll!.!Jr : 

P: 

!i!AJr: 

P: 

llliJr: 

P: 

I see. That 's i t. 

Conserve t heir money. 

Well, but - what is it - they don ' t want any 
gold to move out of Indi a if there ' s any there? 

I suppose so. And Ju st - well , and - and not 
have the Indians sending sterling out to buy 
silver •.. 

Yeah. 

••• conserve their f or eign exchange. 

I imagine t bat I S it. 

Yes . 

Well, of course, I tbink they're Justifi ed 1n it. 

\'/el l , I t h1nlt it's Just to conserve their foreign 
exchange. 

Well, of course, logi cally we , on account of any 
of our do11est1c l aws or anythinJt of that kind •hY 
we can't interfere - or shouldnlt interfere with 
any do11estic policy any belli gerent wants to carry 
out. 

Yes . Well , I didn't want t o make any 11ove without 
first being advised by you. 

Well, t hat's very good and thank you. But , a s I've 
said two or t hree tillles t o you, you know, that I 
think that - that our s U ver policy shoUJ.d be 
used for the best interest of the United States.· • • 

Yes • 
• • • and certainly not 1n an except ionary way to 
other people any more than we have to . 

Yes . Well, I ' ll Jus t say t o them that I appr eciate 
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their ·asking us but we don 1 t care to raise any 
objection. 

P: Yes . 

!!li.Jr: I s t hat all right? 

P: Yes . I - I would say that - I may go a 
little fUrther for the reco rd, ••• 

Hi!Jr : Yes . 

? : .••• if there ever is going t o be any recor d of 
i t . 

:W r: Yes . 

P: I would say t hat ,.e don't des ire t o express any 
opinion . . ... 

r-u.:Jr: All right. Tbat 1 s •.... 

P: but ... 

. HMr : Yes . 

P: ••• we w 111 make no obj ect i ons. 

d~\Jr : Right . I - l' 11 say it just like t hat. 

P: I don't want it to be in a form there where some-
body might uy that we - that our Government bad 

approved a policy • • • 

ti!IJr: No. 

? : I !Dean - we do.n't know anything about it. 
I think we'd bet t er a l l be pretty carefUl -
Just say something like that - th11t we d on 't 
desire t o express any opinion upon t he policy •• • 

!ll.IJ,. Yeah. 

P: .•• but that we will make no objections . 

HUJr : l' 11 say Just that. 

P: All right . 

l!!tJr : Thank you . Very 1111ch obliged. Goodbye . 

2~0 
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HY.Jr: 

Marriner 
Ecole a: 

October 3, 1939 
3:27 p.m. 

I ' m aorry I couldn't ansver • ••••• 

Well 1t vas not very important. I was planning 

:u 

to go-- to be out or town on Thursday and Friday, •.• • 

!Ol Jr: 

E: 

m:Jr: 

~!Jr : 

.,. -· 

Oh, I see. 

You suggested a meeting tor Tburaday at one o' clock. 

'lfell ...... 

I was wondering U it vaa an~hlng epecial or 1t 
1 t was • •••••• 

Ko • 

• • • • •• Just a weekly meeting with •••... 

!!I!Jr: That was all . Jesse called up would I make it 
Thursday instead ot Vedneeday because he couldn't 
make 1t Thursday. 

E: 

l!HJr: 

E: 

HI!Jr: 

E: 

HY.Jr: 

E: 

li!!Jr: 

£: 

HY.Jr: 

E: 

I eee. Well •• •..• 

Ah - oouldn • t make 1 t Wedneeday. 

Well, rou eee no reason why I should put ott going 
up to New Yorkt 

None whatsoever. 

Well then- Ransom is bere • ••.••• 

Yeah • 

•.•..• and he'll be over to the meeting Thursday. 

o. lC. 

But I didn • t want to -- to go out of town 1t there 
wu something special you thought I should stay xo''~-' 

No, no , it was Jus t that Jease couldn't make it 
Wednesday and asked to make i t Thursday. 

I •••· 
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HV~r: Sorry. 

£: Vell -- nov, on \ hie meeting or t he exeoutive 
committee with the Treaeurr rou anticipate that 
we should meet next week' 

HMJr: Well , it's -- 'it's within the realms or possibilitr, 
yes . 

E: But we poaaiblr could wait until Mondar. 

HMJr: Ob, res. 

E: And then it the ai tuat1on appears t o -- to warrant 

!I!!J r : 

E: 

l!I(Jr : 

E: 

HMJr: 

s: 

E: 

IDIJr: 

S: 

a •eet1ng . . ... . 

IU.gbt. 

• • ••• • we oould even call it tor Tueada7 it ve know 
earlr enough MondaJ. 

That' a right. 

But in the meantime I've-- I've told them that it 
w1ll be eub~eot to call and I don't know when we'll 
have a meeting. 

Fair enough. 

Yeah, O.tt. then. 

You're going on a 24-bour baa1e t oo. 

Yeah. (Laugbe) lll righ t t hen. 

!bank you tor calling. 

OoodbJe. 
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October 3, 1939 
3:34 p.c. 

H!tJr: Hello. 

Operator: Mr. Livesey. Go ahead. 

HJ.!Jr: Hello'. 

l'reder1olt 
LLveeey: Yes. 

l!!!Jr: Horgenthau sps&.ldng. 

L: Yes. 

?.l~r: Livesey, very con!ident1all7, I gave our cateri&.l 
t o the President. 

L: Yea. 

m.:Jr: The Pres - - the reason I 111 saying • n r;y cont'iden­
ti&.ll71 the President didn ' t want them to know 
t hat 1 t vas -- went through t he tlb1te House. 

L : )be. 

HJ.!Jr: I know 1t got to Senator Pittman. How lt got t here 
I don't know. 

L: 

;v.Jr: 

L: 

Jll.!Jr: 

L: 

Hl!Jr:. 

L: 

H!~Jr: 

Yes. 

Now I t ake it it vent through Mr. Hull. 

X ea. 

Now, I have reason to bel ieve that t he President 
and llr. Hull d1ecuased this Bunde)' night. Hello' 

Xee. 
&ut the President sort ot' - - how shall I say -­
well be - - he didn't want to appear 1n 1t. There­
t ore, raa7 I ra&.ke t he euggeation that ;you talk to 
J.lr . Hull. 

Yea. 

It' Mr. Hull isn't aatiat'ied Wbere ve stand on t he 
ninet:y-da7 thi ng, I would be glad it J{r . Hull 
would call me. 
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L: 

!IMJr: 

L: 

L: 

m:Jr: 

L: 

Hl!Jr: 

L: 

rJtJr: 

L: 

mtJr: 

L: 

E-!Jr: 

L: 

lii!Jr: 

L: 

Hl!Jr: 

- 2 -

Yea, 

Do you mind doi ng it that wa)1 

I ' ll be glad to do it that way. 

And inasmuch a s you helped us, I w111 see t hat 1m­
mediat ely t hat Mr. Cochran eende you oYer a conf i ­
denti al copy of what we furnished t he President. 

Yes. All right , air. 

!hat'll be oYer wit hin five minutes, and I'm sor ry 
it didn ' t go over-- I-- it's •••••• 

Zl4 

If ell, I intend to dran here a 11 ttle statement •••••. 

Well , I ...... 

••.•.. on tb1s thing eo 1t oan be used •••. .. 

Well .. .... 

••••.. in t he form of the argument that t h1a statement 
-- such at e. t ement s as l·lr. Borah made are irrelevant 
to the intenti ons of the people who desire this 
olause . 

Yea. 

They do not regard 1 t aa an extension or ored1 t, and 
eo forth. 

Vall -- well, I haven't changed my position and I 
don't th1.nk 1t ' a import ant. Hello' 

Give them - - give them a little line which at least 
Justiriea the or 1t at t he present time. 
And i t' a not eo muoh t he purpose ot extending oredit 
as it ia a matter of a business convenience and the 
ability of our merchants to carry on business the 
way they're aooustomed, and eo forth and so on. 

Well, •. .. . 

I'll dratt something ot that ki nd. 

Well anyway, 1 • 11 have Cochran immediately send over 
by s pecial messenger a tull oopy ot what we gave the 
President, and please ••. •• • 
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L: All right, eir. 

• ••••• be very oaretul vith it. And it you're not 
aatietied- Mr. Hull ien•t eatiatied, I'm hare 
and I ' d be glad to dieouae it. 

L: All right, air. 

I!:.!Jr: '1'hanlt you. 

L: Thank you. 

215 
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Operator: 

~:Jr: 

Charles 
Edison: 

~:;:Jr: 

E: 

::: 
:n-!Jr: 

E: 

H::Jr: 

E: 

Hl!Jr: 

!: 

!-1!Jr: 

£: 

!-:~Jr: 

E: 

E: 

HJ.!Jr: 

Go ahead. 

Hello. 

October 3, 1939 
3:56 p.m. 

Hel lo, M.r. Secretar y. Charles Ed1oon. 

How are you? 

You remeiAber you were asking about a oerta1n pur­
chasi ng group over here at Cnb1net the other dey? 

Purohaelng group? 

Huh? 

I don't get you. 

Vell, you remeober - Amtorg. 

Oh yea , surely. 

Well now I -- I've got e little rather - - there's 
not muoh to lt but I -- 1 thought I'd send it 
over to you under apeoial oover •••••• 

Right . 

••••.• and you can destroy lt when you 're throu~ 
With 1t. 

I ' d appreolate it. 

It' e --it's-- lt comes trom one or our men that 
hae done business with tbeo who had some contact 
there t hat be got something t rom •...• 

Yea. 

•••••• but not very much. 

Ri ght . 

However, I ' ll send it along t or what it may be worth. 

Thank you. 
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s: All r1ght, •1r. 

HY~r: Tb&nk you • err suoh. 

s: Goodbye . 
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Ootober 3, 1939 
3:59 p. m. 

: 18 

~!Jr: Hello. 

Operator: 

!!!·:Jr: 

Henry 
Wallace: 

n: :Jr: 

V: 

:\!tJ r: 

lC!J r: 

1/: 

Secretary Wallace. Go ahead. 

Henry. 

Yea, Henry. 

I apologize for not answering before. I j ust k1nd 
or vas under a million ba l es or cotton . 

Oh that's- {Laughs) -- that's hard luck. 

Yeah. 

Why there are tvo t hi ngs. 

Yes . 

One that -- I sort of wanted to get in touch with 
you before I met with a banker over here, but I 
think it's something which won't make any groat 
difference to you. I t vas our Commodity Credit 
folks have been working wi th t he banlters on getting 
their out on the i nterest rnte out down on these 
Oommodi ty loans. 

I eav that on t h e ticker. 

And ve got thea t o -- them t o -- they've been getting 
a two and a half per cent ou t; we've got the= to agree 
to take -- take two instead or two and a half. 

I eee. 

I sort of wanted to get it to you . 

iil!.Jr: Yeah. Well I would have liked to have had it· I 
appreoiate that . 

W: And I didn't think it made any I didn't think it 
entered into your polioy partioularlY in any way, 
but I wanted-- I wanted you to know it ae ..•.. 

!!l:Jr: Well , I -- I •.•.•• 
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11: • • • • • • -- vba 1: ve wer• up to . 

HJ.lJr: I appreo1ate 1 t. I mean, I ~preotate your trytng 
to tell me. 

li: Yeah. And the other -- the other point -- I don ' t 
know Whether you remember Bill Settle or nott 

!!l'.Jr: Yea, I do. 

li: 

l!!'.Jr: 

V: 

H:~Jr: 

V: 

lii!Jr: 

\\' : 

lii!Jr: 

V: 

Jll.!Jr: 

V: 

lii!Jr: 

He vaa aot1ve 
tarm oaapaign. 

Yea, I do . 

Tery helptul baok in 1936 1n the 

And aot1ve in aome ot the old tarm oo-op movements. 
He'• in t oda7 repreeenting one ot the b1g butter 
oo-ope out in the a1d1Ue veat. 

Oh, yea. 

It' a a matter that haa to do with-- they've been 
buying oream separators on a quantity baaia • ••••• 

Yeah. 

••• •• • trom a Finniah outtit and selling them-- or 
aalling them to their members • •.•.• 

Yeah. 

•• ·- •• on a very tavorable bae11. It appear a that -­
probably that eoae ot the Allerioan aanutaoturera 
have been o011V1a1n1ng that the F1nna vera engaging 
1n export duap1ng on 1t and B111 doeen't think there 
1a, and I Juet wondered 1t you could arrange tor h1a 
to meet Whoever ehould be met over 1n Treaaur7 to ...•• 

Sure, I •• ••. 

...... preaent hie aide ot t he oaee. Apparentl:r 1t' 
a aattar that ' • l1kel7 to oo .. up vel"f aoon ••.••• 

Sure • 

••.•• • 1n the Cuetome. 

miJr: It 1t' 8 eoaeth1ng -- he ought to ••• the Co•1ea1oner 
ot Ouatoma, Bae11 Barr1a. 
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!I)!Jr : 

W: 

!!l!Jr: 

11 : 

II: 

Hl!Jr: 

W: 

!!!:Jr: 

II' : 

li: !Jr: 

':i: 

- 3 -

Wha~' a the namef 

B-a-e- e-e-1, Baaael. 

Baeael HarriS. 

220 

Harris. I'll be glad to t1x it up tor hio. 

Could you-- could you .••••• 

When would he want to see himt 

Why I -- Just a second. (Talking aside: 
would you like to eee him!) Could it be 
sometime tomorrow do you auppoae7 

8111, >/hen 
ttxed up 

Sure, I-- I --it he' a-- he ' e a couple or doors 
trom oe and I'll tell him now ten thirty. 

Ten thirty. 

Tomorrow. 

All right. He'll be over at ten thirty unless we 
hear at this ottioe to the contrary then. 

1\ighto. 

Fine. Thanks, Henry. 

Thank you. 

Yea, air . 
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H:~Jr: 

Key 
Pittman: 

H!~Jr: 

?: 

H:.:Jr: 

P: 

:t:Jr: 

P: 

rr::Jr: 

P: 

!!I!Jr: 

P: 

P: 

P: 

K!(Jr: 

Hello. 

Hello , Henr;y'l 

Yea , Key. 

October 3, 1939 
~:llo p. m. 

In my speech yest erday I stated that I underatood 
there had been some rules and regulations with 
regard to the a4m1nietrat1on ot the Johnson Act. 

Yea. 

And that 1C there were thq. t I would put theo in 
recorda, but I -- I understood trom Johnaon today 
t here weren't any. 

An7 rules? 

Hiram Johneon ea1d he understood there weren't any 
regulations on it. 

Well now, wait a minute. Ah -- t hia is the history: 
We had a meeting in my office which Johnson attended 
and ot wh1oh Danny Bell l<ept minutes. 

Yeah. I have those minutes. 

You've got •• • . .. 

The71 re cont1dent1al ot oourae. 

I understand. And then aubaequent17, baaed en that 
meeting, the Attorne7 General got out a ruling 

Yeah. 

And oertatnl7 we asked the t~rtant questions ot 
Johnson her e in my ottioe. 

Yeah. 
And he l ett no doubt 1n my mind or the minds ot the 
other people here t hat a short credit was not what 
he bad in mind. 
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P: Yeah. 

:lllJr: But as to formal rules -- I mean, the banks of the 
oountry have been doing buaineee baaed on the 
Attorney Oen~ral ' s opinion. 

P: 

ICIJr: 

~.Jr: 

P: 

~~Jr: 

? : 

~Jr: 

P: 

!!!IJr: 

? : 

~Jr: 

P: 

l!Y.Jr : 

Um-bm . I see. 

>~ioh vas issued oh, I forget, eomevhere along 1n 
}fay 1 34 I believe. 

Well ...... 

Those -- those are the rules and regulations. 

Did you ever have any oooaaion to pass on 1t? 

Who , It 

Yeah. 

Ah --you mean after the Attorney General • .••... 

I mean, vas there any question put up to you there 
as to -- as to an interpretation outside the 
Attorney General ' s? 

Well , v1thout oheoking I would say that everybody 
t ook the Attorney General's ruling and I don't 
knov that anybody has over ra1aed any queation . 

All right. (Laughs) 

What? 

'rhat1 e all right vith me. I Juet e1•ply t hought 
maybe they had issued some regulations or other. 

Vall, I -- no, I mean, they t ook the Attorney 
General's ruling, enrybod1 knev that Johnson vas 
here, everybodY knew hov he anevered the questions, 
and ve --after all , that• a '34 - ~~1n 1a '39 -­
tlve years or uaage •. 

Yes. 
Wbloh almost makes i t oommon lav, doesn't 1t' 
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P: 

P: 

?: 

h1:Jr: 

P: 

~:Jr: 

? : 

H:~Jr: 

?: 

!l:'Jr: 

P: 

:iHJr: 

P: 

m:Jr: 

- 3 -

Ah - - yes -- oh, yea 

And that ... .. . 

I wouldn ' t have to unleoa aome particul ar case came 
up t here where t here wee a question and then of 
course you ' d have t o .. .. . . 

But I 1 11 oheck i mmediately with Ed Fol ey, but I ' m 
90 per cent - - 95 per cent aura that i t has never 
been raised unti l last week. 

Um- hm. ~/ell , Johnson asked me today and I told h1o 
-- he said, • I understand there veren' t any regula­
tions.• I &aid I·dldn1 t know whether ~~ere were or 
no t ; I said if t here were !'d put theo ln t he record . 

No. 

Because i n my speech I st ated there • ••.•. 

No • 

•• .... and read t~e Attorney-- pnrts from the At torney 
General ' s opinion -- I read it, you see . 

Yes . 

And I sai d , 1 Nov it they' ve made any regulations 
under the t I • 11 put theo in the record. • Johnson 
sai d that t hey understand t hey didn ' t make any 
regulations , so I said, ' All r i ght . • 

Well, I -- I -- as I eay, I' m 90 per cent s ure I'm 
correct, but i=edlately when I ' m through talking 
wi th you I'll tind if tber e•a any case or anybody 
ba a rai sed any question about it. 

Yeah . Of course , 1n my apeaoh yesterday I r eferred 
t o t he confer ence. 

Yea , I know you di d . 

And I sai d t hat I underotood t hat Senat or J ohnson 
wa s present. 

Well. . . ••• and does he - - does be questi on tha t? 
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P: Ruht No, he didn't question it. 

H)(Jr : No . 

P: No, he didn ' t question it at all. Be vas sitting 
there. 

!!MJr: And you've got a oopy ot those 111nutee? 

P: I've got them in 117 pocket all the time. 

!!:<Jr: 'Attaboy I 

P: I don't think I 1 d uae them, hovever, unless he 
should indicate that anything that I've said 
vaen't true. 

Z24 

ID!Jr: Well you've got him Vbere the ha.ir is short, haven't 
yout 

P: Abs olutely. 

Hl'.Jr: (Laughs) All right. 

P: Thsre ' e no question about it. I've got him on tvo 
or three thi ngs . I'm a1tt1ng vitb them 1n my pocket . 

~:Jr: (Laughs) Nov Vbat else oould I do? 

P: 

!1!-!Jr: 

P: 

!IHJr: 

That's all. 

lll right . 

lll right. 

Tbanlt you. 
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0 : 
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?.l!Jr: 

Ed 
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:::Jr: 

F: 

'!!!Jr: 

!l<•Jr: 

F: 

li'·Jr • 

~:Jr : 

F: 

H!!Jr: 

r: 

n::Jr: 

Operator. 

Foley. 

Right. 

(Brief pause.) 

Hr. Foley. 

Hello. 

Yea, Nr. Seeretar~ . 

October J , 1939 • 2:, 
4:50 p . ... 

1 1 ~ Just through talking With ley Pittman. 

Yea. 

And he says that Johnson hae aeked him whether 
there were any rules and r egulations got ten out 
on t his question ot short te rm credit since ~e 
Johnson Aot . 

Yes. 

I told him as tar as l know t here were not any 
other than the Attorney Oeneral ' e ruling. 

And the press release of the Secretary of State. 

Well ••• •• • 

Yeah. 

•••••• I -- I take it that he has that . 

Tha t's right, because that was attached to the 
material tha t was given to the Preeident Sunday. 

Then he asked me question number two: Had there 
ever been any question in the courts in regard to 
th1e. 

In regard t o abort term oredite .• • . • 

Short term credits. 
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•••.•• under the Johnson Act. 

Yeah. 

I don't know ot anr, Mr. Beoretarr, but ••..• 

226 

I told him I didn't know of anr but I would ask rou 
to aearoh the recorda. 

O. IC., and I '11 do it right awa7 and g1 n 70u a 
report in the morning. 

That• • right. Baa there e•er been an7 -- and then 
nUI:lber three, baa anrbod7 ever asked the Treaaur7 
t or anr rullng7 

All right. Whether we-- an7bod7 in the Treaeurrl .•.•. 

!!l~Jr: ...... baa ever given a ruling . .... , 

F: ,,, , ,, eYer g1Yen anr rulings. 

HI!Jr: ...... on -- on short tel'll ored1 ta under the Johnaon 
Aot. 

F: We'll check thet alao. 

H!(Jr: 

F: 

Hl'.Jr: 

l': 

I!!!Jr: 

1': 

HMJr: 

F: 

And the bore will hen to work at 
neceeearr. 

night 1f 

... . 
Yeah. 

I told h1a I vas 90 per cent aura we had g1Yen po 
rulings beoau.ae I aa1d nobodr baa ••er raised anr 
queetione. 

I -- I think rou' re I think tbat•a a sate atate .. nt, 
but I think we want to ulte •err -- we ought to be 
•err aura, 
I want to be a hundred and one per cent sure. 

And we'll check e•errthing. 

IU.gbto. in 
I ha'J8 troa the Attcrne7 General a -- a letter/ which 
he ear• that he concurs in the legal conoluicne 
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expressed in the memorandum that ve aent to him 
Sunday night. 

Pine. 

:.27 

And I'll give that to Mrs. Xlott tor your reoorde. 

And I talked with the Preeident about this t hing ot 
putting this thing in the bill making it manlator:r 
tor the Engliah and Frenoh Who depoelt with the 
Federal Reserve. · 

Yeah. 

He aald he'd rather not have lt; he ' d r ather do it 
·by aeltlng them i t you wanted to. 

All rlght . 

He 'd r ather do lt by word ot mouth. 

Flne. 

So tb& t' a that. 

All rlgbt. Well, we'll put lt on ioe. (Laughs) 

~.:Jr: All right. 

F: Good nlgbt. 
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:!!: !!t!!'1JHDINO OF DECBKBERS A!ID RPCS October 4, 1939. 
4:00 p.m. 

J'rooont l 

a.t'goea l 

H.U. Jr: 

ii .U.Jr: 

Dell: 

llr. Burgess 
r.tr . Bell 
Mr. Hanes 
lliss Michener 
Mr. Murphy 

I just tol d them, Henry, that I thought that weekly 
summary in the Government market that they get up 
is a swell job. 

I called up Haas yesterday and ·said the same thing. 
It 1s the nices t job or the kind I have ever seen. 

All right . 

Henry, I think our problem 1n acme ways starts with 
the next def1n1t1ve lll&turity, which 1a the maturity 
of the Commodity Credit Corpozoa t1on notes on 
November 2nd. There is a maturity ot 200 million 
dollal's that ougllt to be refunded at that time. Yle 
can't wait two weeks and do it afterwards. It is a 
rei'Unding job. 

Now , it is an easy job because it can be refunded 
in short maturities l f thoro i s a good market for 
them, but it does have to have a little room around 
i t so that you are not doing something else just a 
few days before or somethinq el se just a few days 
after. That 1s the only derini te maturity of all the 
financing that - have to do until you get along 
to December 15th . Th1s PIC ia llo vember lst , but I 
think that can take i t a own oourae, we don't have 
to bother about that . Now, that · job ou&)lt to be 
done on October 25th or thereabouts , because it 
takes about a week to print the certificates. That 
is really just an exchange probl eo. 

They don • t need an:r mone:rt 

No, I th1nk they can get along. They have about a 
100 million dollar balance and the only largo expendi­
ture in the mill at this time is a 40 million dollar 
expend1ture to ... ke on a loan which will go out so:no­
time between October 15th and November 15th, so the 
balances they have at this time will las t beyond 
December 31st, I think. 
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I sot the ~preaaion from you they needed new 

money, 

In IQ' t1nano1n(! estl.lllates , I put 1n 300 1111111on 

dollara or new money 1n Novelllber tor either the 

CoDIIIOdity Credit or RFC . I aa1d we oould take 

e i ther one we wanted or both , I ""' ah1tt1ng that 

to RFC . 

But RFC doesn't need i t , either , 

They don't , but they owe us 250 1111111on dollara 

which lie lllight aa well get i t the opportunity 

preaenta i taelt, 

250T 

About ~50 , yes , sir. 

O. K. 

It we start trom that aa a point ot departure, we 

had the tee11n(! 1n talking i t over this n>orning 

that we ought to get thia Job ot retunding the 

Decembers done before that CCC job, it it is any­

way possible, We could let it go to November 15th, 

but that means that we use up Nonmber, which is 

a good month, for doing some of this RFC s tuff , 

Wait a minute. You said you aught to do which 

ones f i rstt 

Z29 

The refunding of the Decelllber no tes aught to be done 

before we do this Cca:modity Credi t . 

When you said Novelllber 15th, di dn 1 t you mean October 

l5thT 

llo, I say that there are two altemativea with the 

Decelllbar no t ea, auuming we knew i t ahead of t SJae, 

One is to do i t before the Commodity Credit. The 

other ie to -it until llovellber 15th. I think 

there are t wo good reasons tor not wa1 ting unt1J. 

November 15th, One i s that we have already u.de 

aome geetures 1n this direction. It has been dia­

cuaaed twica , once on September 15th and once laat 

week, eo that trom the po int or dew or our atreJ:16th 

with the public it 1a better to do that Job now. 

Regraded Unclassified



Bell: 

3ur geos : 

Ea111e 1 

iloll t 

3urgeoa : 

... 

- 3 -

The other reason ie that it we wait until !lovember 
tor that refunding , we are using up our time when 
we might be taking cash tor RFC or handling this 
lloua1ng Authori ty , 100 million, and we OUght to 
lonve Hovember clear for that 1f we can. So tho 
conclusion is that we ought to do tho December note 
refunding before October 25th, and it can ' t be t oo 
close tc October 25th or we would congest tho marke t . 

Now, can we do i t then? I think the week beginning 
the 16th is a little too c lose to the Comoodity 
Credit , duo to tho note one wook and just the next 
wook to do 200 million o f tho Commodity Cred1 t note 
is crowdi ng the market a l i ttle. Sow, it we don't 
do that , the only t~e wo can do it i s next week, 
Next week , unt'ortunately, Thursday 1a a holiday 1n 
Now York and 1n moat ot the other states. llBn says 
there are only three or tour ot the Federals that 
a re open. 

Throe banks , I think. 

Now , that i sn ' t insuperable. 

Pretty nearly. 

But you don ' t wan t it open on that holiday because 
there is no market open tor tradi ng and it is a 
nuisanc e . Now , the only two days we see next vteek 
when we c ruld do i t are Tuesday and Wednesday . Now, 
we think you could, as yob sugge, ted the other day, 
do it in two days if we push down tho a ccelera tor 
and for ce it to tltem. 

They are pretty closely held, too , th~ir 1\0tes. 

Now we worked that through ~ther to aee whethe r 
1t .;ould work. That would mean a schedule of sitting 
down ~onday morning and deci ding definitely and then 
getting the tel egram ou t early Monday afternoon, 
opening the books on TUesday morning and going to it. 
Now, it eeems to ue that that 1a not impossible . 

\Vi th tho European thing •• • • 

But would i t be any bette r a week from then? 
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I don ' t lmow. I think this thing - I may be wrong, 
but Hi tler is telking now about ad4reuing the 
Re ichstag Saturday or next Monday, 

I though t that was Pri 4ay, It hu been changed, 
has itt 

I saw somewhere Sa tul'4ay or Monda;r. And then 
Mr. Chamberlain will answer the a4dreas Monday. 

Mr. Secretary, there are two ! ac to rs here which I 
think explain why JAr. llurgeaa an4 the rest of us 
feel some need of has te , One of the:n ia , the cash 
pos1 tion which i s still excellent, blt I think 1n 
my own mind that i f wa went be l ow a billion dollar s 
that we would have the s i tua tion r eflecte4 1n the 
pri ce of the securiti es that we have to put out 
a fte rward , In other wol'4s , once they saw the 
Treasury cash was i ssuing 4own below a billion 
dol lar f i gure, I think i t would begin to be a ~r­
ke t influence . 

The second thing i s that i t you wait until November 
15th, only a month away f r om t hat December 15th 
maturity, not only will you be in a position where 
you interfere with the RF'C 1 bnt I think we must 
face the fac t that for the next several ;rears 
we will always have n catastrophe possibly f or the 
next week and that we must just live with that and 
recognize that we mny have to have unsuccessful 
Treasury offers, and the important thing to have 
an unsuccessful Treasur y otter wh ich previous ad­
ministrations have lived throuG)l very well, aJ.thouah 
during your encumbency here you have never had to 
have one , you can live through them very pre t t 1ly 
if you have plenty of cash, and therefore to see 
the cash go below a billion dollars i s to give a 
hos tege to a bad turn in tho war, which I think 
woul d be dangerous for us to do , 

When would it go below n bill1ont 

Well, let ' s see, It will get awfully close to a 
billion around November lat . 

You and the people in the Treasury have been telking 
about oelling 150 billion 4ollars a week. 

/ 
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I think that is an alternative . 

You people have got to gi ve me someth ing to think 
about . I don't expect to mQke up my m1nd Just like 
that . Ylbat we could do - I don ' t like the i dea of 
doing this thing next week. 

I don ' t e ither. 

I wi ll think about it . 

Frankly, I dan ' t think there 1a going to be much 
difficulty. We could do the three C'• on tbe 
2:1rd , cruldn1 t weT 

Yee . 

And we could do December 15th on November 6th or 
October 31st. 

That would be the following week. 

Yes . If you had the three C '• on the 23rd and t he 
following week some time 1! thinge were all r i ght 
you could go along and do tho other. 

I think i f we did that , ltlr . Secreta17, we ought to 
start increasing our bill ieaues next week, bee,ause 
to start increasing your bill isauas before we make 
any offering 1s Jus t an incident which will cause 
no comment. There will be a little headline on the 
financial page saying, "Treaaucy Increases Bill 
orrering Pitt)' Million Thls Week. " But it we should 
have an offer open of refUnding and then an unsucceaa­
tul otter of refunding and then the next week put 
out 150 m1lllon, then we have really got a headline 
and I would rather get people aoeus taud to a varying 
amount of b i lla at the time When it would cause the 
least notice. 

Well ••• • 

I am not ready to deoide. 

We Shoul d deci de TUesday . 
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lly feeling i s this , tha t we could decide l!onc!ay 
morning whether to go ahead with thia refunding 
immediately or not and that we could be all ready 
to do it and not make up our mind until Monday 
and still do it , because I don ' t thi nk with the . 
arrangement the. t we have already c i ven the marke t 
that we need to g ive them any o.dvo.nce warning . I 
am going to be 1n New York on Friday of this week 
a.nd I can get the feel of thin£& there , I can 
ei thor be 1n !lew York &londay aorn1n£ or I can be 
here , eithe r way you like . I could take a look 
thore while you ~ere looking he re and the Exe cutive 
COilltli t tee could be a va1lable down to the Board 11' 
you want them. And then we could Just nnnounce it 
Tuesday norni.ne , two days , if thin&a look well on 
l·lonclay . If the:; don I t, I just woul<ln t t do 1t, 
that 1s all , 

Ylell now, you have c 1ven me someth1nr to think 
a bout over the night and I don 1 t ~·ant to make up 
'111'1 mind r i ght now. I wruld like to hear r.hat 
Ilanes says. 

I like the suggestion that Randy makes , I don ' t 
like to be thrown 1n to this wook d. th the holiday 
in i t . I feel somewhat the way you do about it , 
about the situation not havinr clarHied any by 
next week , Maybe it will have, I don 't know, None 
of us know that , Eut I like tho sugcoation to be · 
ready . I thinl< we ought t o t~ot ready 1n any event, 
Henry, so that we could take this t wo days and turn 
on the gas and go when the tico looks good , 

What I think we can do 1a this: I will be thinking 
about thi s thing continuously. You will be 1n 
!lew York ? riclay, woo 1 t youf 

Yea . 

Let • s stay on a 24- hour buin o.nd take a look at 1t. 
You people can be feeling thine a out for c e • 

I think 1f they mean the thing can go - 1 t will be 
a 3~-year or 4-year, it seems to me . With the war 
situation, we have got to get ueed to not givi~ 
the mnrket low notes in advnnce , becauee we can t 
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tell them Juat wba t we are going to do ahead or 
t"-• Seoond, we muet get ueed to girln6 the 
•rket 'llbat it will take and then gin them tillle 
without waiting tor a 5-yoar no~• or an:r particular 
t1llle, It :rou are going to do ~. tbat 1a 0 . 11:., we 
will get it out or the wa:r . 

You ba ve s tated it ver:r olearl:r and I ba ve got the 
picture. It 1an1 t just 'lbat I thought it waa, be­
cause I was th1nld.ng tbat Coo.odit:r Credit bad to 
ba ve sane oaah, wbich the:r don It. RPC doean I t bave 
to bave an:r. 

That 1a right. 

When does U,S.Housing bave to bave somet 

'lhe:r will probebl:r be out or 1110ne:r earl:r 1n lloveaber. 
Ot course , we can oarr:r them along like we did be­
tore . 

How much do tba:r use a montht 

The:r uaed 13 Million dollare in the month ot September. 
!low, the:r claim tba t is going to jump graduall:r 

and will get to about 20 Million dollars 1n Januar:r. 
Tbe:r will need about 25 or 30 million dollars tor 
the reet or the :reart 

We can give them the credit like we did betore. 

Reall:r,. wben :rou get down to it, nobodf needa an:r 
oaah ucept the Treaaur:r. 

That 1a right, llr. Secretar:r, but 1n rq cash eat'--tea 
:rou recall tbat I bad 400 Million ot other cash . 

att I aa:r aa tar aa using 1t up , the Treaaur:r 1a the 
onl:r place tbat needa to re-tuel, 

att we were getting caab tor other people , so we 
could uee it. 

'!he a1 ternatin proceeding, I think, Henr:r 1a to 
aa:r tbat the first •jor job we will do 1a Comodit:r 
Credit, we can do tbat the last week 1n October. 

Regraded Unclassified



H. II. Jr: 

H. :J .JrJ 

:l!>Uie: 

H. :.t. Jr : 

lla1l1o: 

H . J.~ . Jr1 

Bell : 

!i . !t. Jr: 

Bell : 

!l. ll . Jr1 

Bell : 

H. :.t.Jrt 

- 8 -

' 3' .;. :.> 

tie will put off retundine our December notes untU 
tho middle of November and see if it doesn't look 
better then, but if we do that, we ought to start 
rais ing new money for billa . 

I agree with you. 

Because then we would bo blocki ng off the chance to 
do some RFC re.f'unding . 

I agree with you , aa of tonight. 

Lot's settle on that one. 

\'loll , you have g iven me something to think about. 

It is that damn holiday next week that really makes 
tho trouble . 

Columbus is real ly tho trouble now. 

Lot 'a all tb1nk about i t . All rightT 

Pine. 

I would l i ke to bring this in , Mr. Secretary. Be­
ginning shortly afterward the 16th of October, our 
balances with the Federal Reserve Bonks will run 
down to tho 300 million that we intoroally agreed 
we would keep there . 

Well, when will that happenT 

Shortly after the 16th, when our interest payments 
pile up, and so forth. 

16th of matT 

October. 
calls on 
January , 
the bill 
way, say 

Now, that means that we are going to make 
the banks which we haven 1 t dono since 
1938, and I am wondering if we don 't have 
issues if I couldn't s tart that in a small 
next week . 

\'/ell, don ' t . ... 

Because I think it would - might not hit them so 
hard and go t them used to it again. 
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Let' a wait and see what we dec i de, 

We con decide that Uonda:y, 

I wouldn 1 t do that the aame day or within two 
or three da:ys . If we begin things this week, 
make :your first call the week following. 

That will be all right. 

One or the reasons , possi bl:y, for starting the 
new bill 1sauea is ao as not to have to make 
tho88 calla, because sonetiu s calla • tart small 
banks selling. 

What I would li.ke :you (atrg eaa) and Bell to do is 
to go over to Federal t omorrow, Do :you s ee them 
every day! 

Fri da:y . We w1ll have tomorrow he re . 

Give them the srune talk that you g ave me . 

Fine. 

Give them the same p1oturo you gave me and tell 
them also about this thing. 

I w~ldn 1 t diseuse that call with thea, 

I would give them just what 10U have given me, 

Pine, 
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October 4, 19)9. 

Re• Senator Pittman '• iD!llliriea 
eopsern'pc tb• lghp•op Agt. 

Senator Pittan ultecl 10U whether &IV r.,ui&tloDS woro 101ued wxl.or tM 
JobMon Act. So tar aa wo baYo been able to aocortaa, DO ao..,.,..nt qozx;r 
hal 1uued &IV rocW&t.ioaa lb!ar tho JohDaon Act. Tbo rr.u...,. Dop&rtant hu 
oot ieaued &IV rDllDc• t.berwwxl.ar. Tba AttorDq O.naral hu ro!ldered tow 
op1D1ona anll tho State Dopart.aDt hu 1uuecl two preaa ral•••• which -r bo 
deoed to bo od•lnhtrotin U.terpretationa or rulqa on the JohDion .let. 
In co..,.etlon with ita puai.llig on tho 1asu. or aocuritloa, tbo SIC haa bed occo­
alon to dotaren. wbatbar tho lallll<lr of tho llcuriti.eo wu a da!aulti.o8 C""el'l>­
• nt OJ>4 Whetbfr tba la- COD&tituted a rt-al or &n iodabtaciDaU. J'e baYI 
boon ohlo to find olllT one reported court doclaion lmol..u,g the Job.Daon Act 
&Dd tho doclalOn 1a or DO part!c\llu intaroat to t ho prohlea DOW belnc C005idOrod, 

Tho Johnson Act ..., po.oood on AprU l.J, 1934· T...U..teq a ,_bor of 
prohleu arose noooooitatlnc the interpretation of that atatuta. 

On AprU 27, 1934 a conteronca waa bald at the rr.a.,..,. Depar-t attended 
br Senator J'obDaon, the Attornq General, the Secreta%)" of State, tho Secreta%)" 
of tho orr...W7 an11 a .-r of o!!iclale or -the Sta to , rr.&8U1:7 and J111t1co 
llepo.rtaonta. iarlov.a queotlona or interpretation or tbo lobnaon .let were ...... 

aidorod. .l --or the contoronca 1a 1n tho rr.u...,. Dopartant !Uao. 

Tba rr.&11117 Dopo.rtant did DOt at that tiea, nor baa it at &IV t1aa o1Dca, 
l11ued &IV rulaa or recul&tloD& wxl.or the J'obD&ou .let, anll ao tar u wo bon 
boon able to ucortoU., DO otbar qozx;r or tho ,.,.,..,..nt bu ieoued regulotloD& 
under tho J'ohDion Act. Senator Pltt..D'o llll&eation on tho Senate floor 011 

Oet.obor 2 that tba rro..,..,. !.soiled rulaa anll r.,ul&ti.oaa 1a orrouooua. 

On the - dq tbot the ator-ntioMd contoNnco wu hold, tba State 
Departaont 1u....S a preae ralaue 1D which it atated tbet i t and tho Atton>or 
Gontra1 WoN 1D qr11..,t tho t ordlnel:7 c01111ro111 • accoptancaa or tiea clrotta• 
did not ocnatitute • ohlilationa• withill tho pul"fiew or tho lobDaOD Act. 

Tba Attol'1M!1 O.noral re.ndorod t- opinions 1D llq, 1934, anll ODO opiJllon 
•• ll&.rch 29, 19)8 on q~aeatlona rolatq to tho lohDion Act. All or thaoa 
•P1D1ona ban boon printed anll ....a pohllo IV t ho Dopart.Mnt or JllOtico, anll 
in o.dditlOD tho rtrat three op1n1ona were &inn wido puhlleiv IV tho State 
Dopart.at. 
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.U tbollgb the•• opinions are not recula tiona ill tho austo.uy ..,na0 tbov 
_, fair]¥ be cleocribed as ad•lnlotzo&Uvo rul~o on tho Johnson Act. Cortotn]T 
t.!tq wore illterdocl to be rolled upon br tho public , and thortl 1a nory rouon 
t.o belion tbot tbq' wore ill !act oo roliocl upon. 

In •i .. or tbo fact tbot ill h1a opooch on October 2 on tho noor or tho 
Senate Son&tor Pittman oa1d that he would oet out ill l'llll at tho and or hie 
addroao tho rulos and roculationo proocribed under t ho Johnoon Act, be mq 
desire to have prilltocl in the record, ae conot1tut1na adllliniatrative rull.nga 
and interpretations o! t he Johnson Act, tho atoro•entionocl opiniona or the 
Attorney General and tho press relaaooo of tho State Department, copioo o! 
which we con l'llrnl.eh iModiatoJ¥ t o Senator Pitt.an. 

fo beYO oleo aacerta1nocl tbo.t the State and Juatico Do~te ao well 
u tho Traaalll'7 be YO rocoiTocl, clllrJ.ng tho peat !i•o yaaro , - sritten 
laillirita relati•o to tho Johnson Act. lor inoto~, on - oecaaiona the 
Trooo\ll'7 and State Dopart ... ta hove turniobed, upon roquoat, U.to or tho 
eountrlu 1n default and intormation Hi~ t he otatue or • particular 
eountry. In accordance with establiahecl practice, tbo Dopartooont o! Justice 
rofuaod to rordor opinions to private poroono ill rosponao to questions as 
t.o tho •....W. o! tho Johnson Act . On ""'111 oecooiona eopies o! tho atoro-
.. ntlonod opinions or tho Attorney General wore t\lrnished 1n response to 
l nqllirlos. In coMoction with tho flotation of certain !oro.lgn bond issueo, 
tho Socurltios E:xchorco Com1soion boo hod t o a&tiof.r itsolt ao to whether t ho 
i aouo was a par.iesiblo renewal of an indebtedness porsitted qy the Johnson 
Aet or that tho ieouing governMnt was not ill default under IIIICh Act. You will 
also r ecall that when t ho French CoTCrlliMnt aaked whether wo would have 0111 
objection to ita nul..ng J. P. llorgan & Co. aa agent ill tho United States tor 
the purpoao or Pf11ii'C the coupo!l8 on tbo propoaocl rroncb bonda, the Treo•UlY 
adYised tho French that in Tiew of tho AJ:Ierican lagie1ation °1t cloos eliYiaago 
objoctiona to tho appointaoent o! an agent ill Now Iorl< !or the purpose o! lllllld.nC 
IUCb P81Wnt ill clollara • 0 

A corotul elDUiination hiJI rO'Yoaled on]¥ one reported clocieion 1n either the 
State or federal courts OD the Johnson Act. That caao .U Sgylct AM•iCAD Stcvri­
Un Corp. "· ~. 16 Y. s..pp. 622, decided b7 t ho Dietrict Court of liow Jerav 
on October lJ., 19)6. The cue ia or no particular illportenco to tbo probl .. 
under consideration. Tho coae, apparent]¥ a ci•ll action f or clulages between 
private partioa conetrued a certain bond iesue of tho Sovtot Govermoent to 
doterraino tho ckto of iuue thereof . The court 4oto.-.1nocl that t ho date of issue 
or tho bordo waa prior to tho otrectivo date or tho Johnson Act. Tho case ia 
entit l ed to but little weisht as an autbor1tat1vo interpretation or tho Act. 

In one or two inatancoe State and TroasUlY hove referred coaea to Justice 
tor i nvu tJ.aation u to whether there waa arv Yiolati on of tho Johnson Act. 
w, t"J)oct to boor tro• Justice ill a ••l'7 short whllo aa to whether or not there 
hAYo boon arv criainol proeecutions under tho otatuto. 

(SJ.aDOd) 1!. B. lolq , Jr. 
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Oc'<ll>or II, 19}9 

To: !ho loCI'Otal'7 

After 4hcunloc the Mttor of Socrot...,. llull'o ropl;r to tho 
Trtaour;r lnquir;r ccocornloc tho o......, Stan4oUll Aqo•oa\, 1 hlo­
phoao4 llr. llo•uolrT at 12 DDOD todq. llr. Jomohla l1ohu4 to 
the coanroaUoa u4 tho fo.llo'l'loc h a traaoCI'lpt of ••o: 
JlaD111 You laao• I t.ol4 JOU u eooa u .. W. reee1•e4 u uen.r 

bel< froa the State hpartaoat l woulol adrt oo ;ro,. u 
qulcl<l;r u ponll>lo. llo be•o &D aaoftr froa the Stah 
J)opartaODt aow aa4 l u ~lac "' road 1t to ;rou -

•ruo ».par-t h of tho oplaloa thet lt ...., ct•• ac 
a4'Tic:e or auc;peUoa 1A the Mt\er , lNt IIU.at leaYe \be 
4otoralaatloa of tho ~oto4 roaewol of tho Stao4otl11 
.&cr'••ut to the partite con.ctr"De4. 'fh17 ao 4.ou'bt h&•• 
ill ala4 tbo pooolb1Ut7 tbet there aro proooatl;r poll41oc 
before tho Coacren propooalo "> ao41f;r Soctlca 3 of the 
prnODt loutrall t;r Aot aa4 that oucb uon41ooat al&bt 
• bcll;r ~· tbo eltuatloa. 

Z41 

11111 ;rou ploaoa ropoat thet - l want to sot a slrl to take 
It 4cn. 

llo•oooll;n 

l!aao11 

llr. !!aan repeated tho abo••· 

lieU, thaDI< ;rou ••r:r .. cb. !hat pno u •- kiJI4 of POl 
for u to • •• whet " ...., 4o ao:rt. 

l • •or:r aucb obllp4. 

lot at aU. 

J.~ 
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At\er 41-•l~~« \ba -•• ot S.on\al7 a.ll&o rtop\7 \0 \be 
f r-'"1 liiCI'OlrJ oo-..tac \be a- ft \oado\Ul A&r-\, I \11..­

pbo•~ 11r ... ,. flq a\ 12 -· ...._. 11r. lkno\ala Un-"' 
,,. _.., .. u .. .-4 \be toUowlac to a ,....,....,, ot -

IIMHI T• .._. I "'14 - ao - ao " - r•ot ... • ••­
..... hoe \be S\oto ,..,_ .. , l wal4 odnoo ,.,. ao 
...SeldT ao ponlUo, Wo IlliTe • •nor f i'Ofl \be 8 \o\o 

,.., __ , - ... l - ..... "' rood " "' - -

"'l'hlo ,..,...._, to ot tho oplD!Oft that l\ 01111 sift ao 
.ntoo or -otto• lD tho .. u or, ~' ••t lo••"' tho 
41\-laoUoa ot tho 1Nj'JIIU\e4 r•nal or \ho S\alldo\lll 
A,p11ooa\ \1 \be par\loo ooncene4. 7bq .. lloll'bt ~ .... 
la .... \be pood'blU" \ha\ \ben oro p1'M•t17 ,...UDC 
'beloro \ba Co-o P"'PPaall \1 ao41ty Soo\loa } of \be 
proo•\ ...,Vall" Aa\ on4 \ hat wch • •-' dAb\ 
whol\7 cbant!o tho oUG&U oo. 

Will ,.,.. ploAM rtopll\ \ba\ - l """' \1 ~to\ • fllrl \1 \ol<o 

" .... 
llr. W.O. _t .. tho ..... . 

won, .....,. ,._ ~ ...... !II&\ .... , ,.. - 111114 ot poe 
ter • '" ooo _, ,.. - to aon • 

... • , all. 

... -

n 10 .. 
c . .. ) (.. 

/ 

< 
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•••••••••• ... .. ........ ..... ... ···= 
IIU1,.. ....a, ••-•n~er~ .. • • t.u ..... w' e .. ,. 

..... .. ..... .. • ..... ., ..... Cellee "" 7 .... , 

., • ••--rw• ... , en • - ........ ,_.-&1 ... 

,... ...... , .... . 
'"-- ...... ,. ............. ,..-
PI,,, ... 11--Siee ...... ._., 5 I I .. 

h 1 • ,. ... ,""" • a anal •• 

........ ,.. .. _ ., .. JftiMtel 

II ?e Mlrl=-F ...,,_, I ..... , .. 

... .a •• ., .... ,~-._-.......... Nil 

2 , ___ ..... ..,,_. 

(Ja1t , ) B. II, O, ..... 
'-·"" 
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PAIW'HR.UI or 'l'ELEOIW( 1\ECEIVID 

J'ROK: Aaer1oan Elllbaeer, Berlin 

•o.: lii'Xl 

DAHl October 4, 19~ • 

If an obaerYer aade a auperf1c1al oo~ar1eon of tbe 

September ~ atateaent of the Re1chabank w1th the etate­

ment of Auguat ~1, he m1Sht be led to the wrong conolue1cn 

and alght think that ao far the war baa b .. n t1nanoed b7 

O.rm&n7 pr1nc1pall7 tro• 1noreaeed tax reTenuee 1Detead of 

haaT7 dependence, aa waa the oaae during the World Var, 

on credit creation b7 the Central Bank and on the pr1nt1ng 

preu. It 1a a tact that during September tbere waa onlJ' 

a moderate 1ncreaae 1n total loan• and 1nYeatmente of 

the Re1ohabank-an 1noreaee ot 2011,000,000 urke to a 

total of ll,8.U,OOO,OOO a.arke . b b1ll and oheok port­

fol1oa of the Re1ohabank indeed aotuall7 deoreaaed 

167,000,000 aarka during Septaaber to a total of 

10,104,000,000. Leana on aeour1t1u &lao decraaaed 

:le,OOO,ooo aarka to a total ot ~.ooo,ooo aarka. 'l'be 

1tea uacellaneoue aaaeta which 1e not 1noluded 1n the 

group • total loan a and 1nTut•enta 1 but which 1noludea 

the current operaUng ored1t adTanou to the rreuurr 

the Oeraan atate ra1lroada and poeta &lao deoUned 

267,000,000 aarka to a figure of 1,609,000,000 aarka. OD 

the 
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the other han4, there va. an 1noreue ot :511,000,000 IIAl'ke 

in hol4J.nge ot eligible eeour1 tie a b:r Poland, bringing the 

total to 1,:52.,000,000 marta. There waa &leo an 1noreaae 

ot 9?,000,000 marka 1n Poland'• holdinge ot m1eoellaneoua 

uourit1ea. 

On the l1abil1t1ea 11da the Re1ohabank note iuue 

i ncreaaed onl7 87,000,000 aarka durin& the .onth to a tiaure 

ot 10, 99!1, 000,000 mart:: a. On the other hand the eight 

l1ab1l1t1ee (depol1ta) which aut be counted u a .onetar:r 

1tea1n 1noreaaed 121,000,000 !laKe to a ti&ure 

1,!101,000,000 aarke a record t1auze tor recent :reare. 

It 11 neoeuar:r t o raaeaber that atat1at1oe tor 

8eptaaber traneaot1one ot the Re1oheb&Dk eube1d1ariea, 

the Renten Bank and the Gold Diloount Bank cannot be 

uoured. It auat &leo be raaeabered that the reeetabl1eh­

aent ot the •oetta• ooourred during 8epteaber (reterenoe 

.:t teller- no. l~tl ot 8epteaber 27, tl p. a. ) • It would 

~pear that thl Oetta 1a exero1aing eo .. Central Bank 

tunoUona throUSh ita loana, 4J.eoounta and auarante .. ot 

1nduatr1al an4 ooaero1al undertek'DS•· .AJ.ao, the lle1oha 

lre4J.tkalee hal beea aet up 111 the part ot Poland oooupied 

b:r Gerooaa;r , i'hia oraanir.aUoa 11 taking onr the tunot1ona 

ot the B&llk Polak1 and 1a 1uu1D& aark notea. It ia 

obliged, under ita charter, to l end uP to 1 bilUon aarka 

to the lle1oh tor IJQialldJ.turea ill Poland. Apparentl:r the 

~d1tkalll 
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ltredi tkuee will fiii&Doe to a oone1derable extent the 

11111t&l'J u pen41 tur.. in Oer:aan-oooup1ed Pol &lld but the 

Re1obab&nk etatement will not ehow the ourrenoJ ieeued bJ 

that organ1zat1on. Koreonr, it hu not 7et been d1eoloeed 

t bat the ieeuanoe of Renten Bank notes vae reoo.menoed at 

the end of AU8U•t, althoiJ8h it 1a oert&1n that the nwaber 

of th••• note• 1n oiro~tion 1a inoreu1ng. 'l'hue 1n 1 ta 

atateaant of aaaeta of Bepteaber ~ the Reiohabank ahova 

hol41nga of Renten Banlt notu of 1118,000,000 u oo.:pa.red 

with onlJ 22,000,000 on AU8Uat 31. 'l'here h l1k11V1.ae no 

reoent etateaent of the ieauanoe of traotion&l ourrenoJ. 

'l'he Re1ohabanlt1 a hol41nga of traot1onal ourren.OJ aleo 

inoreaeed troa 86,000, 000 marke on .t.uguet 31 to 200,000,000 

on September ~. 

In Y1.v of the oone1derat1one and deYelopaenta eet 

forth &boYe, the aoderate axpand on Vbioh h abovn 1n t he 

Ra1obab&nk at&teaent of 8eptellber ~ suet not be taken u 

1n41oat1ng that to data Oera&nJ' • n .. de t or wartiae ore41t 

ban b .. n aaall; nor JWet 1 t be taken •• 1n41oat1ng that 

the Rtioh ie not obtaining loan• troa the Central Bank. 

Hove•er, until atateaenta are iaeued bJ t he other 1net1tu­

t1one Vbiob are aent1oned in the foregoing 41eouae1on, the 

extant of Oerm&DJ'• de&&lldl on t he Central Bank will not 

be known. 'l'ha Central Bank ot the Reioh inoludee eeYer&l 

other inetitutione in a441t1on to t bl Re1oblbank. 
Pleue 
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Plea.. repeat to 'freaeU1'7. 

(END OJ' ME81WJB) 
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SocretarT of Stato 

Wuhlacton 

( C(py ) 

II}, Ooto'bar II, 10 p.a, 

QIAT 

as unA ILDl 

Dah4 Oot o'bor II, 19}9 

&oo 04 UtlO p.a. 

""' .COIIGCO u4 fbanelal a4vlOOJ'7 co-lU .. Aereo4 

apoD at P- lo to 'bo a plftall&Dt 'boq wid ell vlU nra 
lto au ... uoa to arq u4 all quoUou ot latar...&.orlO&D 

rolaUouhlpo ln U..oo flo14o l.a vhloh lt - II'PI&r that 

ueotul rooul.t lo to 'be u;>aotocl . !U ••tloc ocho4>Uo4 at 

Oll&t.-J.a lo ou at ti'M1UJ7 reproooataU .,., for pvpooo 

of tochD1oal 41ocueolon u4 lDtorohaoct: there 1o ao ox­

pootaUon •hat arq acr•-"h vlll 'bt rtaollocl •• Oll&tiMla 

or &IT ueot1atlou uaolartotoa. 

I .,...,, that tho O.U.tiMla ••Uoc 1a O&rl71oc oa 

tho 4locna .. loa - uta~ oa the toploo 1a lto ac-4& 

oo'&l4 4o a uotul Job 1a 41fia1DC tho taoU la U.. aoao'-7 

""' fl.aaaolal tlo14 that the poo "at oo•lttll ooa.lcl ...ur­

tota- porllopo •11 raoo....Utloat to lt. I ••• ao r-­

eoa Ylo' thlo -tlllc ohoa.l4 'bo 4alqocl. 

IICitClft 

248 . ' 
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PS 

Stortt~ry of Statt, 

Washington. 

1926, Ootobtr 4. 

PLAIN 

London 

Dated October 4 1 1939 

Rto 1 d 2110 p.m. 

FOR TREASURY FRO:! B11l'TER\,ORTH , 

British financial and eoonooio 11ft bas now betn 

largely transformed by the impositi on of Governmtnt 

controls , NevErtheless the critical observer is forced 

to the conclusion that the full implioations of t ht magni ­

tude or the financi al and industri al oalls that thE war will 

make u non thi s country may n~ have betn f ully graspEd by 

those controlli ng policy, TherE art weak poi nts i n t he 

cconcm1o and financi al armor at the present time whi ch 

give rise to misgivings in many quarters , There s ecma to 

be in higher Government circles a ctrtain complacency which 

ia baaed en the fact that prompt provision was mad< at th< 

cutset of the war for avoiding some ot the mistakes of the 

last war or tor accelerating and making more complete the 

prcccsots which developed gradually between 1914 and 1918o 

Per example the ntw-1ssuE control has been mad E compl ete 

and compul sory a t the outset in contrast to thE volunt ar y 

systcn whioh gavt r i sE to diffioultica in 1919 (discussed 

on pagca 4- 17 in the meDiorandum dated JunE 13, 1939, 

enti tlEd 
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PS 2.-tlo , 1926, o. tobcr 4, from London 

Ent itlEd "GovErnmEnt IntErvEntion in t hE Cop1tal MarkEt 

in Orrat Britain sincE 1914") , Ag~in provis i on has bttn 

madE for thr mobi lization of overeens assEts and thr usE 

of ,tht EXchangE Equalization account for this purpose was 

more or lEss obvious , Fi nally the EXpEriEnce of t he last 

war indicated thE dangErs of 1nr1ati onary price rises , By 

prompt measurEs for the control or food and cer tain essEn­

t i al materials through rati oning or price fixing a chEck 

has been EffEctEd to hoarding and sharp pricE incrEases 

~ uch os took place i n 1914 , But these measurEs havt not 

prevented profiteeri ng in uncontrolled products (for which 

nEw legislation is now bEins draftEd) nor can it bE rx­

pcctcd that thE freEzing of cErtain pricEs at arbi trary 

prE- war lEvtls will provE indefinitEly tenable sincE thE 

British GovErnmEnt doEs not control thE supply of many of 

thE arti cles for which it has f ixed prices nor has i t taken 

into account the n EEd for some sti mulus to thE producti on 

or certai n csstntials which con only bt afforded by a modtr• 

a te pri ce increas e. Heavy taxation has bEEn imposEd wi th 

the avowEd doublE purpose of (a) raising o largEr propor ­

t i on of ct~rtnt cos ts by mEans of revenue than was dent 

t hE las t war and (b) avoiding inflation by curtaili ng 

consumption. As regards (a ) the attEmpt is obviously laud­

able but if thE war las ts a long t i~E it ~i11 no doubt 

fail , As rEgards (b) thE steps taken wErt appr opriat E but 

thE 
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PS 3- No. 1936, Octobtr 4 !rom London 

tht timing 8££ms faulty tor the reasons touohtd on in 

paragraph numbrrtd 4•of my 18691 SeptembEr 29. Purthtrmor~ , 

if th£ avowEd thr££ years war is in rtality bti ng prEpnrtd 

ror, tht problem racing tht British TrEasury cannot bt 

dtfintd in tErms of "avoiding inflation• but must bt 

admitted as on£ or l~ting end controlling thE intlati ono»y 

prootss so far as is practicable . IndEEd, a moderatE infla­

tion would provE ExpEdiEnt at a later peri od ae a mEans ot 

rtduoing th£ purchasing powEr of wagE earnErs on whom a 

dirtot tax might prov£ politically impraotioablt . Though 

tht monttary machinEry is for mort fltxiblE then in thJ 

last war and must b£ admittEd to bt or a noturt that will 

provt of grtat practi cal ust to tht OovErnmtnt 1n wart1m£, 

it still has to bt adaptEd rapidly to o numbEr of nEW condi ­

tions . ThE new monttory mochintry was logi cally Enough 

aupplrmtnttd by exchangE control at tht outstt or war but 

an lnoomplttE ExchangE control which nrlthtr prcvrnts somt 

capital tscaping nor lravts unimpairtd London's uniquE 

position in tinancing international tradto Though thE 

dtvtlopmtnt of monetary tEchniquE ainot 1932 may wtll bt 

oittd as on lnstanoE of thE Briti sh gtni us to adapt to nrw 

oiroumstonots it must bE rtmtmbtrtd that this dtvtlopmtnt 

took plaor slowly and onpirioally. Tht British indttd arc 

at thtir btat in evolving euoh o eyeton gradually bu~ i t il 

obvious 
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PS 4-No, 19361 Octobtr 41 1'1-om London 

obvi ous that thE prEsEnt situat i on calla for spEEdy action 

in many directions wherE empirical methr.ds mar proye i n­

odeqW\t t becausE they ore not txptd1tiou< . Indttd the city 

has been surprised , ns put by o banker wr itEr to the 

J.IANCHES'l'ER GUARDIAN, not to have bun "gi VEl' its marching 

orders" on the outbrrak or war , "Discount '>ousts EXpected 

to bt told that they must continuE to buy 'l't'<asury bills 

a t about 15s , but they wErt qui te contented ,.,i th that 

rote , Bnnks ond tinnnciol institut1 ons grntrol.ly ccpccted 

to bt rtqutsttd poli tely to tc.ke up allotments o1• "or 

loans ot low rates • All this 91(19 common talk in t:ht ci ty • 

quite nc.turally aftEr B yrors of increasing Treosur.v control , 

and i t presentEd n more favorable terrain for war fi<lnncc 

cpcrnti ons or thE Governmrnt . Not only has all this DtEn 

thrown away but it is di sturbing that the Governor of t hE 

Bonk or England should consider the cvt ot totalitarian 

wor os the right moment for a rtturn to laissez tnire i n 

finoncr . • ThE writer goes on to suggest some ot thE 

• mnrch1ng ordErs• that should be given to the city, in­

cludi ng n f ixed r ote of lSs, tot Treasury bills, and order 

to bonks to restrict advances to the exis ting totals and 

to incrEa sE their holdings of i nvestments os their Trrosury 

bill holdinss rise , rtc . He Ends ~ith the words " ThE 

Oov trnmcnt has only t o givE i ts orders . ThErE is no need 

for it to bt afraid or the city, •ihich is only ~nxious for 

le!ldersh1p" • 
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leadership" . Though the Government ' • plana for the 

mobilization of manpower for industry aa wEll as military 

purposES will not b E known until the !rational Regis tEr 

(which was taktn last Friday) has been completed, therE 

art on many s i dEs misgivings as to whether a complete and 

comprehensivE plan has bEEn thought out for bending all 

efforts towards the winning or tht war. Furthtrmort 

tht problema of thE transition period, espec i ally the 

need to keep i nternal business GOing which will produce 

taxable profi ts and i ncomEs, stems to have been lost 

sight of. Above a ll n patchy rationing and pricE fixing 

oysttm which assures to the consumer adequatE suppli es of 

ntctas i tita at a reasonablE pricE tends to frtE tht remaind­

Er of his purchas i ng powEr for indiscriminate expEnditure 

on uncontrolled products with tht dangEr not only that 

their production ~ll bt ~tlmulated but also that specula­

tion in such products atght attract funds nEEdtd by thE 

Government , Especially since tht necess i ty of and practical 

methods for asst~ing that all available savings can bt 

tapped by the Govtrnmcnt for i ta wo.r nccds , do ne-t stCD 

to have bEEn thought through. Thus arisEs thE impression 

that , givEn thE nEw problems for which thE last war's EXptr­

itncc dots not provi dE a guide, the absence of a coordinated 

cccnomic and f inanci!ll policy nlllY well rtndtr many of tht 

miaocllanEous controls conflicting and inefftotivc. In 

this 
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FS 6- !fo, 1936, OctobEr 4 from Lon4on 

th1o connEction rEfErEnCE i s mndE to 1631, SEptcnbEr 13, 

5 p.m. So for Economi cally and f innno i olly thE British 

arE half slav< and half trtt and 1t mny wEll bE askEd 

will thEy not havE to bE wholly al nvE to·win. Th< above 

quotations from thE MANCHESTER GUARDIAN rtflEot thE 

rtod1nEss of thE eot~ntry to aooEpt thE slavery that 

may bE nEEdtd nnd thE plEa ror ltodErah1p exprEssEs 

t hE dtsirES of thE major i ty 1n tht industrial nnd 

trading os wEll as thE t1nano1nl world. 

ll'N4 
Kt:NNEDY 

Q 'I 

1r I ,.. 

" 

'" 
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ru. wUl I 1 .... \lie ..... 11>" of 7f1V lo\t.or fit 
h!l'utow ;u, 1a *1ell J'l"'' 1atoa • at U.. aoU.GD ~ 
bJ UM ar.Lu.b Oow• ., 1a c: n,Sa1 tor \be panMae 
at u.. .up].,._ of _, J1riaaW7 ~u of AU\nU.a 
IIIII et \lie ia-Uou of U.. ln\Ub Oo ow en\ w ..rap 
tor \lie NlM of AUValia - 1 w tiWI -\17· 

I wS.Ib w \lid,... tw wl\Jia1U1a& tbia iatonaUo•, 
ODd I bope tba\ ,... wUl keep • iatcmoed of 81)' tv~ 

do.,olopoenu wbiob .., - ~· 

(llipeell B. ...,._u..u,Jr. 

ftle I I l e, 

FILE COPY 

,.. ' ·; 
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llanO I 
GlbboM 
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Alexander 
All on 
BortoU 
ll&tchtldtr 
Borkoblrt 
Bern.rd 

BotU 
Blrgtold 
Bloual> 
Broua~>t.on 
Bryatl 

Co111no 

Dluond 
Dutritld 

Fl&JlAIUI 
Cravtl 
llau 

. Hall 

llr. hll 
llr . lklllt1'10ldo 
llr . roltr 

llr . 8&nna 
llr . Harper 
llr . Btl vtri"' 
Ill". Irty 
llr . Julian 
llr. lllby 
llr. LoobliM4 
IIi•• Lon1pn 
Ill" . llornll 
llr . . . .. 
llro . looo 
llr. Sloan 
llr . Spancltr 
llr, T&rlMll 
llr . 'rbollpoOD 
llr. Opbaa / 

llr . Wt"" v 
Mr. il•on 
llr. You,. 

~ 
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DEPARTMENT OF STATE 
WASHINGTON 

II.T dear Ill'. 1!1eoret&r7: 

I quote below troa a telegraa dated Sept.eaber 11, 

U:S~, troa the Aaer1oan Conalll OeneNJ. at. SJdnOJ, ~ue­

t.ral1a: 

·~eaente b&Ye been aade tor purcbaee bJ 
Great Br1t&1n ot all. &IU'pl\IU& OYer Auet.ral1an 
requ1reaente ot a oet pr1a&rJ pro~ot.a 1nolud1ng 
wool, oanned and dried tru1t.e , aeat., butter, et. 
oet.era. • o announee•nt 7et. r~ wheat.. • 

Th e foregoing oonet1tutee eont1ra&t1on ot t.b8 &&!11 

raporte 1n o1rolllat1oll regarding t.he oont.rol b7 the 

Br1 thh Gonn111ent. ot et.ocke ot pr1arr prodllote procluoed 

1n ~uetral1a. The Departaent bad &110 been 1ntoraed that 

the· obJ .. t ot auch an arrange•nt. w1 th Doa1n1on Gonrn­

aente waa to enable the Br1Uah GonrnMnt. to cont.rol 

~tOYer prooeeda 1D t ora1gn exobange a&J be der1Ye4 

troa the aale ot thaee produote 1n non-Br1 t1ah countrtee, 

pert1oularlJ the United stat .. , e1noa obY1ouel.r the t.otal 

The Honorable 

Banrr llorgant.laaa, Jr. , 

saaratarr ot tho TraaearJ. 

prodllot1on 

I 
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prodDotloD woald aot be •~•ted t b 
-r• 0 • BODI ... d or otorod 

1D the 11D1hd II1JI&4oa. !'he flrot 1Dt1MUoD MM1nd bJ 

t.h11 GoYIII"DMDt Of a laope Oil tho part of the Brltlllh GoY­

InllliDt ~t. barter or 11a11ar traa ... U oD1 be enkred 

1nto bltnea the two GoYil'ILHD\e •• •d• to the -'6r-1-

o.Utaral At.\aeh4 at Lon4oD. 1'h11 report tran1attted the 

1Dt1aet.1on that the Br1t.1eh GonrnMnt. a&7 foraall,y pro­

pole an lll.ebaJl&l of Aua~lan wool t or eerta1D Aaerlean 

aurplueee, parUeul.arl7 wheat. A fUrther 1Dt1aeUoD hu 

reallhacl the Dlpal't.Mnt 1D an 1Dtorul "oe"'•teatlon troa 

the CoaMrelal Counulor of the Br1t.111h llDbaeq, whlllh I 

quote below: 

1!'hl pre11nt ollp baa bleD aaqulred b;r tho 
Br1t111h GonrnaeDt. I llhoulcl ~1Dk that un4oubtlcll7, 
ae before, a oao Wool Coatrol will be oet up 1D London 
whieh -• other flulet1ona wlll han that of lllppl:r-
1Dg n.atral ooaDtr1ea with t heir roqu1reaente. 

ex. the laet war the auppl111 of u.a. requlri­
Mnh 'lfiN eoo~t.._ Ulro\18)1 the !ell.\111 Alllaaoo, 
a 11. a. oorporat1on, whJ.ob 11 et1ll 1.a one ton•• with 
all J'HorU. 

"Lori B&rab)', who •• Wool Coatroller 1.a tho 
laat war, 11 at prouD\ 1.a th1a eountr:r alld hu 
oontorred, 1D a peraoaal and uaotf1e1al eapae1t7, 
with leal.ara ot thl Wool Tell.\111 IDdDI\1'7, with 
Mr. l'rallk A. no1111h, the toraer Claeral lll.lout1Ye 
Of the !ell.\111 Alllanol, and Ill'. I. Fanlhaa GriiDI, 
tho aaJ.or reM1A1DS c11reot.or. I haYI ro .. 1Yid 
Lor<l. Ban~ b)-' 1 report aa4 re•-•aut1oDI. 

"llr. L. a. Mal&l'Cor, tho Allotral1aa Go..-.noaiDt. 
!ra41 Coaa1u1oMr, !laa be•• &l'l)l'CNiobld bJ Mr. Arthal' 
Blue, preo141at. of the lat.1oaa1 Auoo1aUOD of Wool 

JfaDilfUt.Uftl'l, 

Regraded Unclassified



-3-

:n~~=or::·w:: ~~o:ia~t~~~ ~~~~~=~ :~~:~::! 
~: ~nx oua t or intorma\ion a1 \ o arrangemen\e 
:en~e ~fA~:t -~: t or proYidlDg t or U.S. require-

ra an wool. llr. W.ogregor has in­
formed thea at\er oon1ulting Canberra that while 
Australia hae an important 1nd1reot in\ereat any 
buo1neee arr&Dgemente regarding obtaining the 
ourr1nt or euooaedlng ol1p 1hould be made with 
the Br1t1eh GoYernment or ita repreeentatlves. 
They are therefore dee1rou1 of ooneult1ng me at 
\he earllee\ possible momen\. 

"I now propose to rater \o London tor intorma­
t1on and 1natruot1one bu\ in the meant11lle I aball 
be gla d tha\ you aaoer\aln whether Depar\men\a or 
the Un1\ed S\&tea GoYernaen\ han an 1n\ereo\ in &nJ' 
aepeot of \ h e aubJeot wh1ch they would wish \o dla­
CUII with me intormallJ' or otberwiee. 

"I think there aay be two euoh main aspects, 
Y1~. (A) the trade aapeo\, eYen \hough 1t were 
proposed that arrangemente ehould be oonoluded 
dlreo t ly between an org&nl~at1on euoh ae \he Textile 
Alliance and the lfool Control i n London, and (B) the 
finance aepeot. 

1 You w111 appreciate \hat (B) ra1eee the oon­
eidera\ion that the clip repreeenta a sterling asset 
wh1oh migbt provide dollar aeee\e or oredlta utili­
sable t or general purpoee1 or tor epeo1f1c purohaae e 
ot or exchange tor oommod1 t1ee 1n the United 5\ates. 
I 1hould like to tno• \he op1n1on of t he Dep&rt lllln\ 
ot Agrleulture whe\her th1a oona1derat1on opens up 
any poeeib111t1aa under Publ1o Reeolut1on - Ho. 52 -
76th Congres s and Public - No. 397 - 76th Congreee, 
both approved Auguat ll, 1939, r elating reapeot1Yelr 
to aala and exchange of aurplua agricultural commo-
dltUa. 

1 I aay baYs ocoaelon t o make a1allar enqu1r1ea 
1n r egard t o Ju\e Control. • 

The l &et paragraph but ona ot the rorego1ng would 

appear t o be a alaar 1nt1mat1on or tha British GoYern­

ment 'e dea1r• to make eome propoeal t or the exchange or 
Bri tish 

ro -
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Bl'1t.1ab Dlpire pl'1MZOJ J)I'Otllot.e f or aoaa of t.ho ._riou 

Wl'P1••••· 
!hie 1nfor.al oo.-watoat1on and tho onoloood exoorpt 

f roa a tel&&r&a Juat reoo1wad froa tho Aaer1ou bbaea7 

at London .. re read at a apeol&l aaat1ns of the !xoouttwa 

Coamittoo on Coaaero1al Polio7, oonwaaod on Septeaber 15 

to oonaidor tho probloa of tbt prloo of wool, and aro now 

tranaa1ttod f or tho 1atoraat1oa of tho aaonoiae and do­

part•nta ropro .. nhd Oil t.bo Coaaittoo. fba Coaaittoo 

dao1dad to oatabl1ab a aubooaatttoo to atud7 tho quoa­

ttoa of aothoda of aoeting oond1U oaa gronna out of new 

Br1t1ab ooonoa1o orsantu.Uon aa tn1f1od b7 the wool 

al t.uaUon . 

Dlolo.ure: 

. ' 
f •• ' 

. ,, 
•• .. • • ~ t 
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Sccrctory of State, 

Wc.ohington . 

2309, October 4, 6 p.m. 

FOR Tl!£ Tll£ASURY 

GRAY ::62 
Pnr1o, 

DatEd OctobEr 4, 1939 

IU:c1d 2:110 p.m. 

A d<crct publ1shtd in the Journal Official thi s morning 

authorizts the mint1nr, of 5 franc coins ot a bronze aluminum 

alloy up t o a maxi mum of one billion francs to replacE thE 

5 franc notes rEcently placEd 1n circulati on by tht Bank ot 

France ( which in t urn repla ced thE f ormer nickt l ooino , 

~c ase sE t our telegram No. 2148 september 23, 1 p.m.) 

At today 1 s Cabinet meEting n dEcrtE law was approved 

mak1n& more flExiblE the wheat otficc rutrictiono o.nd sua­

pEnding Existing limitations on plantings . ThE GovErnmEnt 

l i kEwisE appr oved n decreE lnw establishing undtr thE Ministry 

of •lgricul turc a gcn<rnl food oupply service . 

A news despatch tram BelgradE r cports that the Y ugoslav 

Minister ot Pinnnee bas dtcidcd to ouaptnd foreign exohnngt 

transfEr authorization tor srrvict on Yugoslav dtbto in 

Fnu'lc£ . 

The s<curitito ma rket was oalm nndQ~~c~i~ ~~th omoll 

changes with the cxcrption of suez Canal oharca which 

rcgisttrtd n 500 trnncs incrtast to 15, •• i'- Rtl>~•• were 

firm. 

. .. t .... 
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l"tDERAL ftEHftYC 8 .AHK 
Otr' HEW YOIIt tC 

~,.3 _c. 

OFACECORRESPONDENCE O AT£ C ~t ?!l; t" 0 
1 

,,. ·"'' 

• ' · • "loT l d . i I LC:~--- __ _ 
SULIOCTl.- .. - • '"J~: ;:.Jk ~ •. • ·-= N UJ;._ 

BA.ll !t 011' fRIJICJ. 

Mr. Cariauel called at 91&& a. m. Be stet&d t h ' t he 

hni Ju at n bled ua t o the et'teot t he t t he Pa;rac>n t re~uted tn 

hh No . 7t9 ahould no t be .rtected by ua until • e heard trom b1a 

ru rther. I Terit1ed that llo, 7 ' 9 had not bee ected upon by ua 

~~ yet , .,:~ 50 adT1sed him oa t he t elephone, 

I as:Ced eat he coulJ tell o o abou t t he lor&tcn u c:h.., a 

>rr.C$t 1n Pt'ri a md he replied t...11t it •u runni nc Yery :attalact ort l . 

!Or t hC J t hey wor e better ott todey than they h ad lleen on r11y ,.,. 

•!nos t he ! t n t o r Sept•ber, It ••• nec .. aerily : limited a nlcet, 

e..;nlide r abl7 r eduoed i n TOll.llle, 

ll I ; l 
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DEPARTMENT OF STATE 

WASHINGTON 

264 

replY reter to 
862.002/344 

October 4 . 1939 

lly dear Vr. Beeretal7: 

Acting on your request that I endea~r to r1nd 

out, i f possible, the present wnereabouta or 

Dr. Beh&cht, I telegraphed our 1Un11Ur in 811'1.t aerl.and, 

who h&e replied aa follows: 

'A oloae personal friend of Dr. Boh&oht 1n 
Zur1eh tells me that at the moaent he io 
not in Bwl. tzerlend. Two 4&71 ago thH 
trUnd reee1 ..ed a letter rrom Dr. Boh&oht 
postmarked Berl1n, wh1oh gaYe no int1ll&t1on 
ot any intended departure trom Germany. 
The letter mer elY aeksd tor a box ot 
chocolates to be eent h1m. It and cen 
Dr. Schacht comes to 811'1.turl&nd thla 
eama tr1end 1e certain that he 11'1.11 b e 
adrtaed. 1 

81noerel7 yourl, 

The Honorable 

Henry llorgenthau, Jr., 

Beoretar.r ot the froaeurt · 
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J'R01h AIHr1oan Eaba .. :r, Lon4on 

NO.I 1930 

nA~I Ootober '• 1939, 9 p.m. 

J'Cfl PURCELL J'JIOK BU!1'ERVOR'!'B 

~c- • . 
-CJJ 

a.terenoe ia llade to the inqulr;r oonta1ned in :rour 

no . ll48 ot Ootober ~. 7 P·•· 

PenU .. i on vu treel:r ginn WlUl the middle ot 

laet week to Br1Uih reeidenta to 41epoae ot Canadian 

.. our1Uu with the proYiaion that the Canadian exohange 

rewlting tro• euoh 41epoaal wu to be turned oYer to 

Bri tilh autbori tie a i n obarga ot monetar:r atta1ra. It 

ie atated b;r the Br1t1eh Treaeur:r that the aubaequent 

v1thbol41ng ot pe1'111aa1on vu thl ruult ot a r equeat 

b:r the Oantdl an autbor1 tiu. The latter are Ugbten1ng 

tbair arrangement• tor exobange oontrol. Repruantati<>M 

ban been aade to the 'l'reaaur:r b:r the Canadian authDr1 t1u 

that it ie deairable b:r reaaon ot the 11ature ot their 

.. ourit1el ~~arkete thet Br1t1eh bol41nge be llqllidated 

in a tuhion that wuld be aore planned and orderl;r. 

The pre•• report to the etteot that the export troa 

Great Britain ot Ca~~a41an .. our1t1n u being prohibited 
tho Brl.tioh !•oaour)'• 

11 denied b:r f . Oau41aD bankl and aeour1t1u dealere 
are 
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ara UJiabl,a to thlllk ot a aaUataotol'J aoun, It 1e 117 

1apra111on that Br1t1ah t1nanoa (datanaa) ragul&t1ona were 

praot1oall7 oop1ed bJ the Oana41an aonat&rr author1t1al 

and that nov tha7 are 411oonr1og that ao.. ot the pro'f'1-

11ona do not apP17 to parUoul.ar o1ro1111atano .. 1n Oane4a. 

11r Robert E1Jldarala7 hal 1Dtomad ua oont1dent1&117 

that U vu h1a 11t1aate that the Doai.Dal nlue ot Br1Uah 

holdloga ot O&DII41an 11our1 u .. totaled, at the aDd ot 

1938, about ~.ooo,ooo powlda, ot vhloh 1100,000,000 

po~ -ra bolllll aD4 140,000,000 poulllll vera aqu1Uaa, 

Plaua 1Dtors !reuur7, 

IWD 
rr • '., ',,., 

....... i.l .. ~&.,._.., 
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G!!OUP IIEE'l'IIIO October 4, 1939. 
9 : 30 a.m. Present: Ur . Hanes 

Graves 
Gaston 
Foley 
Duffield 
~11 
Smith 
Riefler 
Eailie 
Burgess 
Viner 
Cochran 
rlhite 
llarris 
Thompson 
Klotz 

h.: .• Jr: 

Mr. 
Mr. 
~tr . 
Mr. 
lo!r . 
Mr. 
J.1r . 
l.tr. 
r.tr. 
lolr. 
Ur . 
Wr. 
r.tr . 
llr. 
!.Irs 

This letter just came in from Yr. Hull . I am 
goi"G to read it. I don't !mow who all is in 
on this . 

"In reply to your letter or September 23rd re­
carding the attitude of the S ta t e J>eparOl!ent 
toward the proposal f or the renewal of the so­
called •standstill Ac••eement • preoented by 
J.lr. Joseph Hoven sky , Vice Preoid ont of the 
Chase National Benlt and ono of the Al:!er1ean 
representatives on the German · ~tandstill A&ree­
ment Committee • , I beg to otate that we have 
g iven consideration to the proposal. 

"\"/o have 1n mind the position taken b7 the ':'reasury 
thAt no question o r l egality is prcoen~ed under 
Section 3 of the neutrality Act . 

"This Deparb:tent 1a o! the opinion that it can 
g ive no advice or suggestion 1n the C'llotter, but 
mu.s t l eave the de temina t1on of the suggested 
renoTral of the Standstill Agreeoent t o the 
parties concerned. They have no doubt in mind 
the possi bili ty that there are presently pending 
before the Congress proposals to modif; Section 3 
of the present Neutrality Act and thnt such lll!lend­
ment mi ght wholly chnnge the oituntion. • 

I 
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Poley : 

B.l.!.Jr: 

Foley: 

H • .: ,Jr l 

Poley: 

H . r~ . Jr: 

Foley: 

H, k , Jr: 

Foley: 

H.II .Jrl 

Cochran: 

- 2 -

That cloaea thla , doean•t i tt 

No, don't you want to aend Houneky a copy ot that 

latt.arf 

Not wi thout ltr, Hull'• perm1ae1on. 

I thlnk you ought to gat it . '!'hen Just send that 

latte~ along to HoYenaky. 

Not without Kr, l!ull's p onoiea1on , 

tlo could tell them that the Standstill bad asked ue -

they went first to the State Depsrbllont and the State 

Department ret erred it over here to ue. 1\o then st.ld 

that it didn ' t involve a legal question under Section S 

ot the Noutrali t y Act, but wo sent it back to the 

Sta te Depa rtment and then the State Department answered 

back to us , becauao they hadn't been 1n touch with 

Rovensky , I think the ta1r thlng to him would be to 

call him on tho telephone or send hlm a note . I 

think it would be be tter by word ot mouth, to tell 

hlm that the State Depar tment • • •• 

I think ma)'be we ought to have a record, ![r, Secretary, 

There ma)' be s01:18 1awsui t e. 

Well , i t you want to write i t, then the t hln0 would 

be tor eom&bodY to send a copy or Mr. Hull'e l etter , 

but you can't do that wi thout l!ull'e penoisa1on, 

I thlnk he ought to get i t. 

Who was 1n on thlat 

L1veae:r wu 1n on it. Be co¥d get it. 

Livesey ia your baby, isn't he? 

I think ao . 

Kr secretary I wonder i t Mr. Pole;r •s point wouldn ' t 

be ' met i t a atenograpber took down on one or tbeee 

here wou can hear both 31dea ot the 

teleph ones w • Icy becauee Rovonsky a sked 

conversation wi th R?vhenad.i dn' ' t write ue and 1t he 

ua an oral queat1on, e ' 
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Foley: 

lldl1e: 

Foley: 

llail1e : 

H. r~ . Jr1 

Poley: 

I!, II , Jr : 

- s -

bad a - 1n the presence or t 
who heard Rovenalcy talk, o. s~:t~~~r:_:d:i~=~s~: 
say by the Undersecretary to Ur, Rovensky' then 
wouldn ' t that be satisfactory to you? ' 

Earle , I have in mind that the last thing we said 
to Rovonsky was , "It is up to us now and you will 
hear from us." I would l iko to close i t by havins 
somothin8 that we could show i f t he question 1s 
ever raised. 

Would a transcri pt signed by all or ua who were 
there , bad listened on it •••• 

SUre, that is all r i ght . ~t if you were goins to 
go that far, then I don't see why you don't have a 
letter, because you have got to have Mr. Hull's 
perm1a a1on anyway to tell him that you have been 
notifi ed by the State Department that arueb . 

That 1s true . 

What I would like to suggest, John , carry this , 
cl ose it, and ki ss it goodbye , and you have got 
these other fellows to help you. Just close it 
and kiss it goodbye as far as I am concerned. 

Congressman Oore called up, froc Tennessee, and he 
just had been asked to find ou t why you dismissed 
Ted Vaughn sometime thie Au.guet . It you would let 
Congreesman Gore know - he 1e on Banking and CUrrency 
in the House . He 1a an important t'ellow, and talkin8 
or kiaaea , he i s the fellow who gave the k.iss ot 
death t o the liquido.t~ng bill. Ho ia against the 
U. s . Housing. He is the boj who gave i t the kiss 
ot death. He either opened or closed tha Uexiean 
border to get one vote troa the Congroosnan 1n 
Los Angeles. He may hAve to do some thi ng w1 th tho 
Se cret service. I can't remember whether he opened 
or cloaed the border. 

Cloned it tor 24 hours . 

That 1s slipping up on the Treasury's standards. 

The only o ther thing I had, did ;rou read the llew 
York Tribune, Randolph? 

,---' 
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au-ge aa 1 

11 . 11. Jrr 

!lbJ.te : 

S,!l,Jr: 

iianea: 

H. !A , Jr : 

Haneo 1 

li ,M, Jr : 

Duffield: 

- 4 -

I thougnt they were very good to us, 

I d id too , I think all the papors have been 
good to ue , You miGht ca ll up a nd say that I 
a ppreci ate it, 

At 10: 25 I would like to have you (Hanes) and 
!Ia rry and Cot ton come in. Dr , Chen 1e coming in 
Export - Import Bank man, I thought you could eo.,; 
five minutes ahead of t1me because •••• 

There h a memorandum which Cotta\ prepared for 
JOU. 

270 

I will have to take the matter up Ol'llll7 but I 
won 1 t tell you fellows what the President said and 
I am very much pleased that :yesterday I was able 
to take over to the President a memorend= on 
getting Public Health to help the Chinese on malaria 
on the Cbinese-Dunn.a border, and he a pproved it , 
signed it, so there an> some 500, 000 people there 
that have suffered for centuries with malario and 
the Public Health peoplo th1nk that they can cure 
it. So they nre going to send a miesion, It is in 
the history, the poetry, everything, that all of 
these people have this disease and Public Health 
said it is noth1ng they don 1 t think they can cure . 
\'then the ra!n7 season comes, they all s o to the 
mountains and the time that they s et it, queerly 
enougn, is in the dry season. They don 1 t get 1 t 
from the rainy season. The:y beea:~e infected rlth 
1t during the dry season and not during the rd.n:r 
aeaaon. 

John' 

You saw the President's press conference yesterday! 
He men t i oned the Export-Import Bank. 

Yea , You saw 'llbat he said about Basil i!arr1s? 

Yes , be seemed to throw • ••• 

Gene , tell him wha t tho Presi dent ::said. 

Clarence Linz of the Jou rnAl of Commerce asked the 
President if he had bad his a ttention called to 
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tnia Treasury order prohibitina tho use or informa­
tion out ot import maniteata and tho Prsaident said 
no, he hadn ' t !mown alll'thtna about 1t unt il ha had 
aoen it 1n the paper that morning , and I began to 
got a lit t le bit worried, He eaid he had meant to 
mention it to ths Secretary ot the Treasury but he 
had forgotten to at lunch and ho eaid, "lilt I think 
it is absolutely necosaary i n maintaintna our 
neutrality. w That DBdo me tool very good 1n tho 
ninth inning. I wasn 1 t vory sure up to that time 
Which way it was gotna. L1ru: waa very l!llch taken 
aback and tried to eay, •aut l.JIIpor t ~~&nirea ts , the 
ehipe are al.ready hare , • and tho Proeidant said, 
"lilt the ahips may go back." I didn't und41ratand 
that one but it silenced llr. Linz an:rway, 

'Iba t 1a pretty good back ina t or democracy. 

Great. 

Uon' t get too cock-sure, Thoy treat a fellow when 
he first comes down here a little extra nice . 

What made 1118 a little shaky was, as thoy say 1n the 
Journal of Commerce thia morn1na , they expect a 
ahako- up. 

Well, I got quite a kick out or 1t . Both the Presi­
dent forgot and I forgot. 

Are you all right, Johnt 

Herbert! 

I don o t know of anytll1ng . Those oen over at tho 
'llhite Bouse it seema they have been 1n the hat!it 
tor aome tb.e past when anybody 1e aiel< over ~re -
they have Just enough men tor~!la~b~~;t!ither 
when anybody i a ai~krkth;~l~~e or lletropolitan Police. 
rrom tha !lat1onal a have had llat1onal Park 
Within the last month ~~rerent occaaiona for three 
Police, one man on tw~etropolitan policeman there daya and they have a 
now tor a aimilar cause . 

\ 
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O, K. They mwst be aw.t'ullv ahort-~-nded 
1a all right. • '"' , but it 

He aaya they just have enough men for the re lar 
poata , and if one of them gets a1ck then th~ 
borrow somebody. -• 

All right , 

I have this Pittman material. 

Well , 1a it other than what I told the Senator! 

Yea , this 1s a fuller, detailed let tor . I think 
that you probably w1ll want to read th1a and you 
-.y want to send i t down to him, 

VIe oU(;ht to have it down quick, 

Yes . 

I haven't got time, so I tell you what yoo do , You 
contact Fred Liveeey, who ia handling it, and ask 
F'rod Livesey what ba would like ua to do wi th it, 
You tell Fred Livesey of m:r conversa tion wi th Pi t tman, 
what I told him, and what would he like us to do . 
Do they want to transfer itt I told J.lr, Hull I 
wouldn 1 t do i t directly. I can 1 t do it ,. 

\\'hat Pi tt:aan wanted to know waa whether there were 
any ru.lea and regul.ationa on the ahort- tenn credit 
which h ad been g iven by banks ainco the Johnson 
Act has been enforced. And I aaid, "Hone that I 
know ot,• but we would check i t , He asked i f there 
had been any challenge of it in the courts and I 
aaid I d1dn' t think so, but I WCIUld f ind out, 1'/hat­
ever 7ou find out , do it and then aend a mecorandum 
and I can read i t at the bouae ton i ght . It anybody 
else 1s inter ested in the meroorend.WII, turnish thea 
wi th a COP7• Juat to save time, because Pit tman is 
go ina on the debate immodia toly after thi s , get 1n 
touch with Livesey and tell him ab<11J.t i t end ask 
him what be wants to do . Livesey called me las t 
night on the 90- day clause and I oai d , "Now, you 
will have to aak Mr. Hull , " bacauae I had communicated 
wi th the President and Mr. Hull hadn't told Li vesey , 
you see , what had happened Sunday night. So I said, 

\ 
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"You had better get that frOl:l !lr. Hull, • 

1'/e worked quite late last night and we have here 
all the material from State and Justice SEC and 
our a • I think 1t will be help!'ul to Pittman in 
Qnndling questione. 

I agree with you, but to keep faith with Mr . Hull, 
call up Livesey, tell him what you have , is it 
ag.reeable to him, does he want tc transfer 1t or 
should you. Will you let the State Department 
decide , because I want to keep faith with Ur. Hull, 
but I would do it at once, 0 . K.t 

Yes . 

As a matter of fact, I think you ought to be excused 
to do that now. 

All right . 

And then anybody that wants a copy of that , you 
folks can just ask for a copy, but if there is 
somebody going up on the Bill, I wan t yoo to go 
yourself . 

All right. 

(Mr. Foley leaves tho conference) 

I would like to get a little more information con­
cerning the agreement be two en the Department of 
Agrieul ture and the banks, as to the ra to on these 
COIII!Iodi ty Cred1 t loans. 

Where is George Haaat George ie the fellow who 
is a member of the Cot~~~odity Credit for us . You 
know the Treasury has a member on their Board. 

I can get it from George . 

Ask George . 

I can give you some of the baokground.
1 you the present discussions going on, 

they are not settled yet. 

I can give 
think , but 

\ 
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Tlell , you we re wrong then, i t was all in the papers 
last night . 

Really? 

Sure . 

I talked to Goodloe yesterday afternoon and he said 
there \7Bre discussions going on and be told th""' at 
yesterday's meeting that he thought the rete ought 
to be cleared wi th the Treasury and he sai d he thought 
they would do that bet'ore they releaoed it. 

Ur. Wallace called me in the morn1ng and I was busy 
and couldn't answer the phone , and be called me a 
second time and a third tlJ:Ie and !Jhen I finally cot 
him he said be wanted to tell me they were go1ng to 
reduce the rate to 43. He said the banks used to 
get 2i and now they get 2 . '!'ben tha New York papers 
which go to press at 4: 00 o ' clock all bad the story, 
which means they must get it out aomo time 1n the 
morni ng , but Wallace told me and I said, "I am very 
much interested, " because after all , how does he 
know at what price we con re- finance tbnt 200 million 
dollars worth of l oans . 

They were reducing the rate on outstanding• from ~ 
to 2 by agreement, they say. 

Yos , rl th the A. B. A. 

I want to find out who they talked to. w'bere will 
I got that in!'oa-tionf 

A.B.A. 

I didn't bear, di d somebody spoak over there? 

All I can say, I think the coordination of the 
Treasury is wonderful compared with the A. B.A. 

You wan t to make a little bet? 

On wbatf 

I bet they didn ' t talk to the A. B.A. 

\ 
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I will make you a bet. A qut.rterT 

Pirteen cent s . 

Bankers are herd up these days. 

That was just a natural response . 

275 

Do you t h ink we e&n find out 11ho theJ talked toT 

1 tbinl< ao. 

AnybodY want to take a piece of rq betT lleke a 
note, J(rs. !O.ot~ , fifteen eenta. Will you split 
the difference , make 1t twent)"T 

Yea , 1 gues s that is all rigbt , just as a favor 

to you. 
Twenty cents that the A.S.A. - representing that 
the A.B.A. knew aboUt it. 

Baili e and 1 are taking f iVe Of tht. t between us, 
eo don't be too hard on Tom. 

On Tom 1 a sideT 

Yes. 
on, you are jo1n1na• Let's make i t a quarter the" 

·and have a little aport hero . 

Back to a quarter. 

To a quarter. 

All rigbt, it 1a a quarter. 

'!he secretart of the 'l'reaeurt will 011e me 25 cen ts, 
minus 5 emte· "!fell - t banl< you , l!r. seeretart· 

You think we can get the 1ntormat1onT 

I think eo. 

AnythinS else, TOIDT 
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S:'11th: No , 

r=oehran l 

H. :d, Jr: 

Cochran: 

ll. U. Jr: 

Bailie: 

1! , !.!, Jr : 

Sail1o : 

H. !: . Jr: 

i!al. U e : 

&.u-gesa: 

H. !X . Jr: 

Sterling was bid at 4. 02 7/B thls ~ornins. It 
went up to 4. 03t yesterday , 

Anything else? 

No , s ir. 

YMt people would be interested to know that in my 
ta l k with Senator Pi ttman :reeterday, Senator Pitt­
man '• position on the embargo ot silver by the 
Indian Govenunent is thllt it ls no concern of ours 
and it the:r do it, we can tell them that we will 
rai se no objection. So I trans~tted that to 
Pinaent. I oean P1ttl:la.n 1a a t titude wasn't t..'>at 
the - it was that the British wero tisJtttns a war 
and it they have to do this , i t is their own 
business. In reporting it to tho President, the 
President took oxaetly the aaoe position. It I 
were the British Government and so...,body told me 
I oouldn ' t put embargoes on a1lver in tho middle 
ot the wa r, I would sa:v , "Co alons little boy, don ' t 
bother me . 

Ear l eT 

Noth1ng, Mr. Seoreter:v. 

Tom Smith has eclipsed :vou. 

Be has blacked me out . 

An:rthlng else? 

Nothing. 

Nothing. 

Randolph, it :vou could get me juo t a little memo 
1 d t i t to me some time today - I hll ven t 

with Bell an go m1 d what these various agencies 
got it clearly in my nd the first ot December . I 
need like between n ow an in 1nd 
just want t o carry the f igures I1X1 m • 

I am in the 
I will have 

process ot rovioill(l lll1da"hole ~~!~~~: ,and 
some figures either to y or 
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both from Canmodit)' Credit an4 u. s . Rou~1ng. 

Tomorrow will be time enouGh, but I would like to 
have it. 

VIe will have it Thursday nigllt. 

I might mention , Mr . Secretary, there will be one 
complication next week about t1nanc1ntl• 'lbursday 
1s a holiday , Columbus day , 1n New York and several 

other states. 

What did ColumbuS do r or Amo r icat 

W&ybo he -de a mia tal<o. 

Tho bankS are closed , are thoyt 

All but thrOeo 

I heard aome talk around your bank calla . I gueoa 
you know there we. a a bank call t 

Yeo. But the bankS out side or New York don't close 

on Columbus day, do thoyt 

Some states have it and acme don't . It is a very 
contusing day to ha vo a tuck 1n there. 

I tb1nl< there are onl:l thrOO Fedore.l Reserve BankS 

open. 
It is a state holiday, isn't itt 

Yea. 
'!'bat does Jll&)<e it worse , doean' t ltt Any other good 

new at 

No . 

!Ue!lert 

Noth1n8 · 

V1nort 
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What d i d you do about thatt 

278 

I called Livesey and he aaid he would hove to speak 
wi th the Secretary and call me back. 

You told h illl about itt 

I told him the problem. 

lii ght . 

Harryt 

You may hove seen this cable !'roc l'lelles aa to the 
reaul ta of the conference down there . 

Yea , it is very good , isn't itt 

I think i t i s a very comprehensive outl1ne . 

Will you prepare a letter for my ai g nnture congratu­
lating lolr . Welles on thAtt I might send h1lll a radio 
i f you coul d do thot today. I think 1t would be 
nice to send h1lll a radio . 

'l'his ia a SUilll:IIU7 of tho con terence . Doosn ' t that 
go aut omati cally to Kr . Ranoa , ~erle, a cable like 
thatt 

Oh, yea . 

Wouldn' t that go to hilllt 

Yea . 

'!bore are numorouo copies of this. 

Well, i t came to my house late laat night. 

Harold , the President of the Unit ed States confi den­
tially would like to know what 1a the qui cksilver 
situation. You do it through Procurolll8nt. 
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Ha~J, I want you to do a 
quicksilver and have it restudy tor me on world 
Wor l d quicksilver I me an ~~y tor .., Uonday morning. 
p icture. ' 8 production, the whole 

Harold , will you get busy on it t 

Yea . 

Were you through, Harry! 

I was through. 

Harol d ? 

Nothing. 

Have you heard anyth inc; f rom the Oepartl"lent of Agri­
culture , Harol d , as a result of ~ letter? 

No . 

Aro you all right , t:en? 

Yes . 

Thompson? 

I have a l etter about !.lr. Gordy . I don 't think of 
~y place ..-e could use h1m. He 1a pretty much of 
a politician and I don ' t know that he would fit 1n 
so well 1n the Treasury. 

Tell h1ln the suggestion. 

Tho suggestion wae o:ade that he "'1eht take t:r . So1th 'a 
place. He said he wo•Jld take double his salary if 
you wanted hlln. 

I am r;lad you got this letter. I want you to s t ay 
a minute . That is good service, you see. 

Mr . Secre tary, I thinl< VIe ought to got organized 1n 
oonneot1on with Wagner 's invoati gntion of monetary 
and other matters. 

I didn't aee Harry White whisper thet to you. 
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Ro didn't whisper it to mo . I •m getting kind ot 
worried about i t . The Federal has boon working 
on i t for several months, 

I will tell you what wo aro doing . 

Well, look ••• • 

We ought to have a commit t ee, I think, with one 
central reoponaibilit:y, 

Jobnny, how are you fixodt 

All right . I got a note on that :yesterday. 

2eo 

Could you take i t and then make the auggea t1on to 
me how we should handle 1t1 and a lot ot people 
a round this r oom are interested in it, but would 
you t al<e i t and make a ro commend a t1 on to met 

Yea . 

0 . K. 

There io an interesting exchange of correspondence 
botween Healy of the SEC and Congressman Ford of 
Loa Angeles in regard to tho conduct ot tho Trans­
america re-liotlllg program and Treasury activity 
on the G1annin1 case, I think you would be 1ntorootod 
in aeoing 1t. 

Correspondence between whot 

Healy ot tho SEC and Congreaamt.n Ford ot Loa Angelo a • 

I wou.ld like to ooo it. Will you a1vo i t to 
llra. Kl.otzt 

Yea , Cheater Lane aont it to me laot night. 

Who waa tho so-and-so in itt 

SEC and Treasury, I guoaa • 

I would like to s ee it. 

Anything elaot 
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Healy wrote a very good letter. Ince 1s caning 
down on Thursday and he wants to ace only 
Clnude Hamilton. He 1a 1ntereoted 1n the State 
Department. 

Anything else? 

No. 

Zarle, can I talk to you a minuteT 

:e1 
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Pruent : 

Mr . Chen 
Mr. Hanee 
Dr. 11h1te 
Mr. Cotton 

October '• 19:19 

10:30 a ••. 

(Before t he arrival ot Ur. Chen) 

HW.Jr: Have you fellowa got a plan? 

- c 2 _ .... 

Mr• Cotton: I have a brief thing se t t ing f orth 
the propo8ition aa presented so tar . Perhaps you would 
like to look it over. 

HW ,Jr: Can you boil it down' 

Wr• Cotton: Just read that tiret paragraph. 
It glvea t he gist of it . 

Hlt ,Jr: Well I ' m not going t o read thie thing 
now. I haven ' t got time. Tbia i8 what ~ thought ia, 
to 8ee ltr. Chen. The President aaya to do e•erything 
th&t we oan fer him that we can get away with. This is 
going t o be a kind ot long protract ed thing and we have 
to bring 1n the ixport-Iaport Bank and have to bring ' in 
Jeue. You (Hanea) helped 1M on the laat Ch1neae loan 
and we finally put it through. I thought I would bring 
in Chen and tell him of t he Praa1dent 1 8 interest and ~ 
intere8t and I t hought I would turn t h i8 particular 
problem over t o you and we aay want to t ell Chen we 
Hann' t bad tiae, want to atudy 1t or to ooae in and 
talk with you now, but t he poi nt i8 we would like to 
do i t. 

One of the things which 18 difficult , and I 
don' t know whether it'a in the memorandum, ia the ques­
tion how muoh authority baa Chiang Kai-lhek over thio 
Province. 

pr. White: I put t hat queation t o bim. He tala me 
the arrangement• tber now have with the ~overnor on thi8 
matter , and there i a alao the queet1on of control which 
wa• a queation I told him you would be moot interested 

Regraded Unclassified



in whiab be abould anner direotl)' to 1ou • 
• 

~~ I am not going to go into that t~ 
and I don t expeot Mr. Hanee neoeaaarilJ to do 1t tb1a 
110rn1na, but -a)'be tbh attemoon or t0110rrow -- until 
)'OU ban got the tbina, and when )'OU have 1t bring it 
baoll:. 

Mr. Hanu: I ehOUld au Chen an4 get the bealt­
groundt 

,..Jr: That' a right. Bee 1t there 1e 1011etb1ng 
we oan o. '1'be Pree14ent wruld like ua to do eyerytb1ng 
•• oan. 'lbia fellow (Cotton) ia a Direotor ot the 
Export-I~ort Bank and lbite ia one-fourth Cbineae. 
I' a Juat 41Yid1ng up tbeae 41tterent ua1gnaenta and 
7ou (llanee) helped auooeutull7 to puab the other one 
through and we ban to get Unoll Jeue in tbia thing 
eooner or later and P1eraon on the reat and it 1e going 
to take ti... It'• not one ot the tbinga you can Juet 
do. 

~· Cottop: We have to ooneider the whole pioture, 
policy o Japan, the 'treaty, all that eort pt thing. 
Thh 11 a big thing. 

~~ Then I euppoae aa we get along we will 
han to tell -- who' e the bead ot the rar Eutern 
Dirtllont 

Mr. Hen••: Doea the State Departaent get 1n on 
thiat 

!!If·!{' 'Pbe)' blooll:ed U tor aontha but I got 
the thing 1 cooked up. 

Kr• Hanu: You woul4n' t do an)'th1ng with the 
State Dapart•nt now? 'lbl OIUy people we want to tall< 
with are Jeue Jonea an4 P1e.raon1 

HJI .Jr: 'lbln when we han a propoe1t1on I think 
" will go baoll: and put 1t on the Prel14ent' • deu. 

Mr· lift": 'Pbia 11 the WI)' )'OU can do ~t 
can gat tbe~ate Depart .. nt in aocord withY • 

• 

lt 70U 
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IIK.Jr: The last t1 the boat for Rio and one w::kw~~a~~ed~ntil Hull got on 
Thla ian ' t going t o be eaey. e eaident aaid yea. 

l!r, Haneo: The other one • 
we know more how to get thio one ~h!~ ~h=a~~h~~~ I think 

IlK ,Jr: But I would like t 1 
then wheohn you need help eay 80 , ~ut·~~= ~.!i:~0~0~8and 
nry mu intereated and eo All I. 

Dr. 11h1te: And you would like t o puoh 1t as 
rapidly aa you can at th1e end , ae far u we are concerned! 

IIK,Jr: Det1n1te~. 

(At t h1a point Jlr, Chen ca,. in.) 

l!r, ChBn: I am sorry th1a war epo1led your sWiller. 

HK.Jr: You look a little thinner. 

Kr• Chen: I feel a little bit tired. 

~: You will be pleased to know that yesterday 
I took oYer to the Prea1dent the document• that haYS to 
do with gidng Publ1o Health t 20,000 on the u1ar1a. 

Wr. Qhen: Yea. Yeo. 

HK.Jr: And he e1gned 1t yeeterd.q. 

Mr· Chan~ 
I waa oYer 1n the 
1nfo~t1on. 

That' a f1ne. Thank you nry a~ch. 
Eabaeay y .. terd&7 Juat tl')'ing to get 

HK,Jr: He aigned it yeeterd&Y· 

l!r. Chan: I thlnl< ouao -'-bauador baa already 
eent anotbir aeiiOI'andua to the State Departaent and 
giYing the lateat 1nforsation about the actual oondi-
t1 ono there. 

~: Well, I haYs not got 1t, ~ut you ••• I 
atarted th1e when Public Health -- I don t know whether 
they were et111 1n the TreaaurY or not , eo Wr. li<lllutt 
eeelltd to haYs ooee trouble and aeked me to take ~t 
oYer t o the President, and be e1gnad 1t. So that • 
done. 
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J!r. Chen : 
without labor and 
be no work done. 

llr. Chen: 
copy. 

Tbie h Yeey important wortr. beoauee 
labor enJoya good health t her e will 

Ye o , I will have Acbaaaador aend you 

Now I oolll8 to you t o appeal to you tor aore 
financi al help tor China. 

HK.Jr: Before you ge t on t hia, may I eay this 
as a farmer talking to a buaineaa man, you can use you~ 
discretion on how you paee it along. The Ambaeaador 
ca me in here the other week aaying he wanted to get a 
loan against t1.n and then in t he e&lle breath he tells 
me, ' But we oan' t move a ny acre trarno o.-er the Indo­
Chilla ra1lroad. 1 It you can' t mon any 110re trarti o 
onr the Indo-China rail r oad and tin 1a consider ed 
IIWlltiona o r war, why lend you a ny money? 

Mr· C~n: Mr. Secretary, I have aome material 
here and I t nk, I hope I oan answer your que eti on. 
I can tell you as tar aa UniYeraal Tradi ng Corporation 
ahipl!IBnt ia concerned. I han report here which haa 
been reoheolted a nd I will Juat read you t igurea briefly 
and t o ehow you t hat tor the purohaaea made f rom the 
proceeds Of 25 llilliOD dollar loan the goode haa been 
moved to China. Total arriY&l a t Hai phong and Ra~oon 
ia 43,720 tone. ArriYal at lla1phong ~.ooo tono; 
arriYal Rangoon 8,660 tone. The Total traneah1pped 
i nto China trom these two porte i e 31,782 tone wh1oh 
i e ee per oent ot oargo, only t o the i nterior. That 
1a 31,000 t one moyed to inter ior. From Haiphong, 
28,000 t one ; t rom Rangoon 3,676 tone. Tb1a report I 
receiYed aometi .. ago trom different date. I have 
table here Auguet 31, September 15 and recently I 
have reoei ved cable and I have th1e cbeolted again trcm 
Dr. Buolt and llr. Grove who 11 man engaged tor llr. Jl:eeehln 
t o l ook attar transportation or l ,000 truolte t or wood oi l . 

HK.Jr; An AaerioanT 

llr Chen: An Aaeri oan loaned t o ua without pay 
f rom the +axaa and t or roerly oonneoted with Greybollnd, 
and that ia one unuaual feature ot their aerYioe , be­
cause we bought large quanti ty or oil and t hey uaually 
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eend a un. So ttue telegraa I reoei nd ;ruterday I 
bad t1guree oheoll:ed and here I hue or1g1nal oop1 ~t 
telegram and theae tigurea oorre1pond lovely. 

IUl ,Jr: Xou aee, 1t' a very unfortunate I have to 
undo all tbie t or the Preeident beoauee baaed on what 
tile Aab&aeador told me I told the President the etutt 
nan' t moving. 

lk~ Cbep: So t!Ua h, I can aay it ia I can . 
apeak wit oon idence because 1t ia ohloll:ed t;ice and 
th1a 1a the lateet 1ntoraat1on we bave. 

HM,Jr: Xou are going t o leave thlt? 

Mr. Chen: Yea. 

HM,Jr: Wonderful, bUt I w1ah I bad bad it t wo 
weelte ago. 

Dr. !bite: Doee the Ambaa1&dor have aooeoa to 
that intoraation? 

M~, Chen: 1 eaw bill laet night. He received 
tirat in ormation trom Haiphong beoauee when war wae 
dtolared the Colonial Governor put embargo on 1mporta­
tiona ot .un1tiona and ~olud1ng truclta and gasoline. 
Second report, aeoond telegraa received through the 
arrangeaent Mr. T. V. Soong 11 negotiating with the 
Colonial Governor in order to have 10 .. 10rt ot under­
ltanding 10 that goode will be tranub1pped <Sver ra11-
We:J a110otllly and ao they are wol"lt1ng on that and thefee 
1a no longer an:t ••barge on the truck.- and geaol1ne 
and ooaMro1al goode. 

~: There 11 nonef 

lk· Chen: Jo. But there h atUl utargo 
againat .unitlona. 

IUl,Jr: There baa been right along. 

ft,lC ,J~ ~ Xea. Rangoon h open, but Indo-China 
haa been oioaed tor 11Un1\1ona tor a ;rear. 

Mr· Cb!n: Never different. 
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y».Jr: But it's no ditterent. 
1\aopen~ in the last 30 da,y1 , 

Nothing has 

Kr• Chen: No. Another intereeting thin 1 ld 
like to report, that ae s oon aa war wee deolare~ andwou 
theee Frenoh military people in Haiphong oommandeered 
all truoke, aeized it , soUr. Gro~e aaid, "Th ia ia 
Ameri oan goode; 1t is not Chine~e goode. lfe would 
like to eee thle thing moved, • ao upon hearing that 
it baa been released right away. 

Hli ,Jr: Good I 

llr. Ctwl n: So I lea~e you t h ia report on the 
queation or transportation. 

HU. Jr: I have a selling Job to do not. I haYe 
1D unaell the Prea1"-ent on what the Ambauador told the 
President and what, I believe, he told the l tate 
Department. 

Dr• White: Wouldn't the Ambaaaador get it olear 
with you eo that the information ia oorreot? 

Wr• Chen: Yea, I made that point l aat night. 

I have another report about truoka. We ha~e 
ordered 3,000. Already en route 1,000. I am not .eey 
aat iatied with t his report beoause t here are atill 1n 
boxe a in Haiphong 1,126 truoke waiting t or aaaembly 
and movement ao this report , peraonall7, I a Q not eo 
Plllleed. 

Hll, J r: O.er 1,000 waiting in Haiphong in boxeet 

Kr· Cben! Yea, we bought 3,120. I will giYe 
you th1a report . 

HII . Jl: Then are raote. Thi a t&kee all the 
gueea o it. On t he road. In trana1t. The whole 
buaineae ia here. You and I always understand each 
other beoauae we always tell eaoh other the truth. 

Kr· Chen: I hope eo. I am glad I have your 
oont1denoe. 
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th 
HK~r: Well, tbia givea me confidence me e go and the oad. • 

. orlt 
M§· C~en: And I want to tell you briefly ~ 

in •• orlt for last aix month a. 

We have imported last eix montha 15,000 tone wood 
oil. Maybe a little more. Actually 17,000, because 
there ie 2,000 en route, hasn't arrived yet, We bad 
eold over 10 ,000 tone ot wood oil and we have paid baolt 
or retired our f1ret note. That wae tive-year note but 
we paid it beforehand. 

Rloi.Jr: You are aa good aa Finland. 

lolr~hen: Thanlt you. 1fe have paid at the end of 
June t76, interest and I expect to Bake another pay-
JHnt of a quarter ot a 111111on dollara next weelt. At 
the end of thia year I expeot to complete payment ot 
t2 ,000 ,000 • 

.!!H,d: Fine I Wonderful I 

Mr• Chen: And we have completed the purchase ot 
17 111ll1on dollars up to date and have reserved ? million 
250 thouaand doll are for P8111ent of freight, insurance. 
That ia rougbly apealting over~9,600,000. So at111 
86,000,000 worth of goode under negotiation and I think 
I can complete it by the end ot th1a month. 

Rlol.lr: Fine. So~• ot the prieta you paid laet 
July -.J oolt cheap now. ,r. Cben: Very cbe~. 1ft paid copper lOll'; now 
it1 a l2 , but it' a ao bard t o ge1o. 1ft eent out inquiry. 
There will be no aore. We are in the 11181'1tet tor 
200,000 tone of sino. I went to aee rq old tr1end 
lolr. Roohaobild, aalted b1a for bia help. 

Rloi.Jr: Ia he a friend of youraf Harold? 

lol~, Oheon: Oh, yea. I have Jtnown him tor 20 
yeara.a ••• in China tor a long time 1n connection 
with·aale ot ailver to Chinese govern .. nt mint; ao I 
aakad h im tor bia help. Re eaid, 'I a:a aorry • all 
zino ia 99. tine; you want 99.976. You ~ve to P~ 
prellll.um on that. We don't produce that. So that • 
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fo~ng to be our future problem, where to get mat erial. 
t a not queat 1on or price. We will be glad t o get it. 

I want to ehow you nap here ahowing distribution 
or purobaaea in t h1e country made in different etate8 • 
Michigan 1& on top, .4,000!000· New York •3 000 ooo· 
Ohio 11,500 ,000; Oklahoma al,20o ,000; Texu 'h ,6oo,boo. 

HK.Jr: You're getting raal American. And charta? 

Mr· Chen: I got aooe experience. Better prepared 
than la at year. 

Thie ie a llet of d1tferent k1nda ot art iolea we 
bought. Thia 1a exhibit number one and th1a 1e our 
report t or t hie month' a worlt1nga ot the UniTeraal. 
Now •oat 1ntereat1ng , hera. Thie 1e trade report 
1aaued by t he National Paint and Varn18b and Lacquer 
CooepaJ11. Ke baa good worda t or Un1Teraal her e. He 
aaya, •The commit tee ie unaniaoua in it 'a reeling that · 
in Tiew or the emergency eituation in China the Un1Teraal 
Corporation, through bringing quant1t1ee or wood on 
wh1oh ie 41atr 1buted to t he oonauaere through dealere 
baa done a good job. • 

t he 
not 

Dr. p;te: Would you want to eugge et how .uoh 
price o~ood oil would haTe been it UniTereal had 
been in ex1etenoe? 

llr· Chen: Probably be 48~. 

pr, !bite: l'hat h it now1 

ltr• Chen: 23~. llr. Frank Sherwi n epolte to '"" 
- - if 1t had not been tor Unlnraal 1t would ban been 
48;. 

llr. K&nea: What 1a that eubaUtute t hat baa been 
ooaing up tro• South Aller1oa1 

Mr· Cotton: Oit1o1a. 

"fi Chen• That u yery poor 1ubat1tut e tor wood 
oil and~erwtn'bought tiTe oarloade and they,r;undi!! 
oould not be uaed. The prioe 1e not oheap. pr 
1a 19~. 

\ 
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Wr. Cotton: Very eucceeatul 1n sel l ing it though. 

~· Chen : Mr . Secret~y. I hope I' m not t aking t oo muo or your time . 

HW.Jr: That ' s all right. You have another ten minutes. 

~· Chen: Here comes buaineaa part. Due to this 
war in luna we are short or n:aterial and ther•tore I 
come t o you today tor some addi tional hel p, and I have 
wire, cablegram, fr om Dr. !tung aak1 ng ce to transmit to 
you and also to express to you hie deep anpreciation 
ot your kind interest in our struggle in China. And 
Dr. Kung wished to pr opose t o you t or a new credit ot 
$75,000,000. 

H~,Jr: (Facetiously) I don't hear very well 
today. uney think, I have trouble with my hearing! 
It sounded like seven and a hal t t o me. 

Mr . Chen:· Credit, Just like $25,000,000, t or 
purchase ot agricultural and manufactured 'goods re­
payment by installmen t s w1thin ten yenrs. lie ple.ige 
Chinese tin 10 ,000 tons a ysar tor ten years. The 
proceeds or this tin will bs remitted back t o China 
Government t or payment to the Yunan Provisional 
~overnment end certain amount t or freight and insurance, 
and have to be used t or payment ot the loan. 

Hll,Jr: You give Dr. lung my beat regards. 

Now what else? 

Ur. Chen: I won't bother you with t h1e b>t I 
will jua t try t o give you br1et me•JOrandull on Chinese 
tin. 

HW,Jr: Fine . 

"'' Chen: Yearly produotl on 11 13,000 t ons a 
month. nd I have map. 

HW,Jr: Fine I You have done a good job , all 
right, all right l 

I have heard s o much about the CUrtis Aeroplane 
Plant. Ie i t started? 
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!!f. Chen: Yea, the1 are ..orklng • 

.I:!.!Ll!r: What are the1 doing' 

J!r. Chen: Auemblr1ng. 

Ul( J- '• lfill ~ 1 011 get .. a little information? 

J!r. Chen: Yea. 

HJl.Jr : Are the)' turn1ng out planeat 

f'> Chen: Yea. Chl.neea OonrDMnt have g1Yen 

oontrao to CUrtie-lr1ght. 

291 

Could rou gat • aoM 1ntor'N.Uon about 

Wr• Cb!n: Yea I will get r ou, I will send 7011 

ee110randua. 

HJl.Jr: Bring 1t 1n. But I would lllte t o ltnow 

what thaJ are do1Dg, how 11&111 planea and whU lt1nd of 

poanea they are turning out . I ue in the P~~~>ere that 

t he Chl.neae. tor the tirat u .... t o<* the o rtenehe. 

Mr. Cbfp: I••· 
Halh: I wondered 1t that waa whare theaa planet 

were . YOulee what 7011 ban done, if 7011 han ao .. tblng 

lllta that llh1oh 11 good, gin 1t to ae and I can uta 

good uae ot 1t. 

Mr· Cbeps I••· 
.1!1..:!J:: 8ae' You ltnow. 

Mr· Chen: Yea, I will do that. 

pr, !hltt: You ban a lilt of t hlnga 7011 • oul4 

to ••• • •• 

!If;· Ql!n: Yu, I have Uet ot thlnge .. wleh to 

bu¥ and ere 11 the 11ats Auta.otiYe aqulpaent , ga eollne 

lubricant a and tuel oil, terr..,, and non-ferroue -ter1al.a, 

eleotr1oal aqu1p .. nt , •dloal euppl1ea, textllee , general 

Moh1nery and railroad equipllllnt t or tin llinlng, t otal 

t1•,ooo,ooo. 

Regraded Unclassified



( 
- 11-

IGI.Jto: Ill'. Hanea doe an' t nen blink an eyelid! 
pr, Wh1te: 

10"8 a petoiodf Tnoee Purchoaea would extend over now 

Wr• Cnen: We want to mak 0 ae we can. We Al'e going to h~ • 5~menta a a quickly 
in the next ten da,y be • P ,000 t one of t 1n 
ment o f 10,000 tone \eg!~~~~ Non~er we expect ah1P­
t1n 1a tl'ee and 1a not member a mon • And t b1a Chinese 
1a proapeot of 1ncreaaed Pl'Odu ~1 the S~ncUcate and t here 
qual1t1ea t oo and conaumptlon ~n ~~1an 1~rovement of 
b1& and th1a Pl'Obably will help. • country 1a qu1te 

llr. Hanea: 
c&t1ona1 Doea that tin neat t he Ar_, epec1fi-

Wr· Chen: Small quantity 1e 99 75· I think that 
would mee t , but thie ol'e, in different'pa~a 1n that 
uea l)l'oduoea different lUnda of qualitiea ao we have 
a &melting pl&nt tbetoe and produce aome 99.75. so 
additional work we have to put on f<7 more ett1c1ent 
ret1ning. 

tor' 1 
Hli,Jr: Ie that wh&t the general machinery is 

Mr· Chen: Yea. 

Hli,Jr: Tin mining machinery? 

l!r. Chen: Yea. 

~: Let me Juat aay thle, because 1t will 
talte u ... to digest th1a. 

I had a chance to talk to the Preaident about 
tbia yeaterday. The Ambaaaador had t alked to h1m about 
three weeke ago. The Preeident a&)'a be wanta to do 
evetoyth1ng poaaible to be helPful within legal l1111ta. 
How I have a.aked Ill'. Hanes wbetheto be would take thle 
mattet- ovet- t or me because we have to divide up here 
&nd be hae the time &nd he would like to do 1 t. And 
when you and be, with the aae1at&noe of these two 
gentlemen, teel you have got a propoaal, then Ill'. H&nea 
w111· let me know and I will ai t down with you ag&1n, 
but i n the meant1ae wr. Hanes will do everythill8 be can 
to be helptul. I don ' t know whether he wanta to do it 
now or aome other time. 
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llr·J:•" Wbat I would l1ke to do, 1f )'Ou would 
g1ft • a oe to etu~ tb1e .. !IIOJ'andua and etu~ a 
UtUe b1t !wre eo I get the baokeround -- I u not ae 
t&111l1ar u I toa~~t to be -- and then I would l1ke to • • • 
)'OU (Chen ) eo•U• w1th1n the nut 24 hour e . 

llr• !lbtp: I w1ll be here all th1e .. eeltend. 

llrt ~~ Gift • tbe next 24 bou1'8 to got 
tall1l1U' wt~ • and then I w1ll got theee bo)'t and 
JOU and we will e1 t down and ••• 1t we oan work o.tt 
e0111t prov ... 

llll.Jr: !banlc•, ltr. Chen. 

!!r• Ch!ns thank 70u 1'0r)' .. ab, ltr. Beoreter)'. 

llll.lr: But " will do nor)'th1.ng ... oan to be 

bAilptul:--li don't know whet " can do. 
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lion . Henry ~rgont.ltau, Jr ,, 
Secretary of the Treasury, 
Vlashl.naton, o. c. 

t¥ dellr Hr . ).(orgenthau: 

~~ojrtAL &IICUIIITY AGIINCY 

U. S. PUBLIC HEALTH SERVICE 

WASHINGT<lfl 

October ~, l.W9 

,} / 

I have received fl'an Dr. ililbur A. Sa")'er Dir<:ctor f th 
ilcckoteller P'oWldation, a abort lottor in which he quote th ~ u,! 
in:! l"'r&l)raph fl'CXl Dr. 1.!. C. !!altour, representative of ~ ;,~rna -
tional Health Diviaion of the Rockefeller l-'ound&tion in the Far East 
Dr . Baltour hao viaited so\ltlnoest Chin.> one! is com=oant 11ith cocl!l.~ 
tions in t bat part of the country. 

"If ..,,.,., and eJCperto are available tor a survey, so 
auch the better. I suspect , holrevn, that quinine (liven 
either directly or indirectly lfOuld be the coot likely and 
useful form of assistance. ?or ouch ,.,clical relief, the 
Chineee Govcrnoent and other local atoncieo cannot hooe 
to have or purchase tho qUMtity of d.ruao "bich are needed 
f or the lll1niJaum requirements of JMl.ar1a treatment of the 
olfect~d populations . " 

The mlaris exp,rts in tho Public Healt h Setvico are in 
•creeoont with Dr. !!altour ' s statement that larco quantitieo ot quin­
ine l1l&de 1mmod1ately available 100uld ~ the aost rapid mans or 
malaria control in the affected area. l11e drainine and oiling of 
Standit>8 water, the relocation of Clll:lJltS ~yond tho r~ range of 
Allollhtlu, 111d similar measures are the ~ OMS thct will secure 
l'On:>anent control of ..slsr1.a, but thess require tiDe to scc~b 
lind Jli'Obal>ly would not be 1'ulJ,y etteetiw tor a ,.,ar or more. <:uin­
int distribution, however, •ould oaterialJ.7 ldller the incidence of 
cal.t.ri& and in particular would greatly reduct the nUIII>Cl' of deaths, 
thereb7 quickly relieving the more ••rgent features of the situation. 

I .. wr1 ting you this becaru~e ot your personal intsrest 1n 
this problem and because it is not possible for the Unitsd Statss 
Public flealth Sor'ri.ce to engage in supplyina quinine. The ertorts 
ot the Servioe oan hardly go beyond a eurvtl)' of the aituation and 
an outline or aeasuree to be undertlll<en. 

, 
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;. A • H tN (; T(JN 

My doftr Kr. A4nlnlotrator : 

Vl\b rPforonco t o tho a poroprl•tlor. f or the r tl 
ep14to1ca . con tatc.ed under \ !:Ia tltl • l) ••en on of o Public Health Serot co • In 
ll:.o Acto IIAI<ID« II!>Proorlatlono ~or tbo Trtl'oury Dopar t .. at, 'and 
r~e41cc aa t ollowa : 

"Pr• •entloo of ep14oclco: To enrbh tbe 
Prot14oot , I n caoo onl7 of throatono4 or aetual 
op14oalc of lalortlouo or contacl out 4ltoatt , to 
&14 State ~ local boardo or otberwl ao In blo dla­
crotloo, Ia pro•ontlnc l'ft4 aupprottlO£ t ho apr•t4 
of the euw. and tr:. sueb ea•r~:enq in \he execution 
of ~ quarantine lLva vhlch ~ bo then In f orce 
$:105,000. lnc:lu41DG t ho ourchaao of novono.ona Md 
cllpnlllGt froo nevapaper• contalDiftG lal~~tlon 
rolatlnc t o t be pr~alonce of 41 ttaoo &n4 tho public 
bealtb, • 

)'OU 1\1'1 berob7 41rocto4 t o toke char«• of tho orpon4lturu tbul 
aut borho4 an4 proor14o4 for, an4 direct the uocutlon of tba pro­
Yhloaa of tblt atatuta, oaploylnt for thlt purroto tho 11Dlto4 
Statu Publlc S.altb Sonlco, vhon I n tba opi nion of tba Sar~oo 
""••ral of tbat SorYlco thoro h a throattno4 or actual opl4ealc. 

la caao of aa a ctual or t broatonot op14oalc ot laloctlou or 
coatactou 41•~•"• 701l are autborlaet t o car17 out t.U prcwld ou 
of tbo Act of CoO(TOtt approYo4 Pobru.r,r tlttooatb, olcbtooa aiao~­
tbrto , t ocotbor vt U. tueb ...Uot aod rocula tlooa ao ban booa or oball 
bo at4o b7 7 01.1 In contoraH7 thenvHb. 

TeJ7 11acenl7 7oare . 

Boaor&blo laul Y. ~..rutt, 

laderal Sacurl'\7 .&4rolo1otn.tor. 
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OD .11.11.7 215 . S.cr•t.al"7 Mo r .;eratbau AdThed s·ur~on Ct:ae r lll ParrM 

tbat 11lforaat1oD bad. reached t he !reat ur/ O.:"lft.rtmoot that ,. ae-.·~re 

entde•tc of aallt"ll&nt M la:tla exlet.e4 ln •o1Jthwe tt t C'htn.a And wq 

pArticularly lnt enee aloae the nev Buroa-Tuoan Road. and lnt•rfor~~ 
wtth COD.ItMaCt lon nr ot:N II . Secr·otary Knrt:enth&u e:spt-~e1st4 t he fat:t 

t~t the latereat ot the rf'eU\Il"7 DIOI\rt-,ent t te~4 tro• the fact 

th.'\t t f t he roe4 l a oo t coaetr.a.ctecl Tlroantly. n8.1'!MDte ~~ on tunc 
o! l o.n a reee nt bpol't-I• port !ante 1oM c.o CbJn" volll 4 be tlrT'Airf'd . 

On t he aonal~ of Aut;u.fllt 1. SW~:eon C.neral PRrran 1\ttt·na ... d " 

con!"erenc• ln Stteretary Morr.,ntbma'• ot rtce at whlch were n res•nt t hr 

Chlo.eae A.abaeea4or , Doctor X. P . Chen . t he Alt!Jttnnt. St t:!"t ta.ry of the 
trea.eU17 , aa4 Mr . Bu l l to11, 1n ~'ulrce of thr }'ftr !'At t e 'f'n D1v1ato~ of 

the State Dep&rt .. at . !be ••rlouenell or t ht Dl\llr.nant M l "r!ll llDt 

otber cootacloua 41Muee wae cU ecuee•4. tor~ther v lth the poutbl lt ty 

or the P\abllc lealtb S.l"t"lce r • ndertnc: eoc.e l)r o·!ealion.al a te ht:a .. .,ee t o 
tbe Cb1a. ee Go•e~ent . r ollowtU« t ht1 coDf•~nce A forftftl reeuett 

vae r e cet ••4 tro• the Chtn••• ~o••~nt re~uesti~! the ~•• 1~t~~e• of 
tbe PUbli c HeAl\b s~rrlct . 

UDder eK1at1ac Lsw. t he Public le&lth Se TTle• reeet••• current 
t llforD&tloa. tra. all A.Mrlc.u coniU.lar ot !tcea "broed collCerDlQ,t the 
l),...&leDee ot ep ld.e•lc 4lse&fllll . J'roe U • to tlw ta t hf' U fllt . .. c!Jt'\1 

oftlee?l ba-.e been &allCDed to ~1•• technicAl aa•let,nc~ t o our c~n•u!ftr 

&od 4lploaattc re preeea.ta tl• e • l D •eeurlnt~ epldeslc tntellt~nct . An 
1n•eet l&At1oa. euch ae 11 ?eaueete4 b7 ChtDA. vould be AU 1\D?ro~r tn te 
Cba.r£e at;a1nei. our appr o'Dr1atlon , • Pr·nentsnr. t ho Snread of EoUI'!"'I C' 
Dt 1 1 ._.11• , out or vbicb we •~ nov ~tnc a nu.~er o! mt41c~l o!f1cer• 

la. toretp co\lll\rl•• · 

Oa4e? dAte of ~t 30 thl• ofttc .. r.q\H'5tf'd t he ?ur·eau o!' t he 
Bu4«et t o r l liAII SaG,600 of' tbe re11TYI oft~ aoprop!"i~\ lon •. •rrc•ent• 
I~>~; the Sprt a4 of :lpt~alc Dheae .. •, for the y..,..,ou of ~lOG tht 

ezoen••• ot ~be l ur9«1 · It va1 polnte4 out to t he BureAu of the !c4Gtt 

thAt 'becauae ot the war 1 tt\IAUOD tn China, it l s lanoollble to . ~ow 
acCUJ'a\tlT tbt ..:\tn\ of ... oral c!heaatt Of hoportMCO tO the Unltt d 
S\a\ee . I t l e kDova. boV_.er, \ba\ choler• ~d pla(ue Are • ~lc!~~lc bot h 
ln Cbiaa aD<I la IG4la . 1'bo eev hi~ colloU tut .. a nov r ouw of 
caa.uatca\ IOD and la l lkelT t o crea te an addl \ loD&l hot&rd t o t he l fttro-

l ble 41•••••• Int o \be 0Dlte4 St~too ond lts 
duc\1oa of quaraa\ DA th Serrice le ~1out raot only \o 3•co'f'\~l a 
poooeeet oeo . !be Pabll~ ~n~v dleeAOe v hl ch to epl4oalc but to tnt~~ 
d&flDl\olT \bt aa\v.re o 1 b p,...,aleec• or o\bor q\11\J'.atlneble 
1\ etlf .... tul\r coecere ac • • 
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J a '-'- opta.loa. o! \ h e su.r,e o·a. Gea.ral , tM c oncH tioD ,.._ reoorted. t o 
ua la euttlc1ea.t l7 aerl ou., &Dd t he lACk of •ore ~ct tnrorsatto~ ~OD· 
CII"D l llf: Ma! t h coa.dl ttona tn China it t uff'1c1 ently lO:"Ol'"\Nlt t o varrant 
tbe U.l Of . UD4e reco-aea.de4 ln obt~tntn, ~ovledfe ~nt in nlY! l it.G 
at t o ••••uree whtcb at ch t le&ren tbo 4anter of tho tntrotuctlon of 
dt aeAII tnto t he Unt t • d Stat ea and llt poaaeta1ont. 

Aa JOU C:Dow , tb.e cU t cretton t or exr•ndlnr; th1t e w ronr1 otlor. U e t 
• 1\h JOU, and ill \.he pa.at , by l£tte r t o t ht Stcr~t&-r; of the 'l''rt"a'-\U'Y 
JOU hA•• &.l e ga t ed the r• aponat'bt ltt,y t o hta. t r. •hv of the !ll.Ct t t.At 
\ be 1\lreau of the Jud.{;et r a t eed a l e r.Al doubt " " t o the u.•~ of t h u 
approprta ttoa., tt • • ••• ad• 1aable t hat a aev l •Uer b e a <ldr .. &• e4 t o ~ 
trantferTlA(; the 1'11-pOnatbllt ty !roo the Sacr .. tATJ or t he ':''reUW'Y ! or 
t hte a ppropr t a t t oD . !he General counttl of the Yederal Security Ar•nc1 . 
at well at t he Surce on Ge ne ral gd ~eel ! . !telt thr\t t here lt co ouf'•tloo 
but what \ b1t tuD4 can be 1e«a117 ernen4e4 ! or the ~~o••• outlined 
lf l t 1 t la aecor~*De• with 70~r ooliey. 

I t 7 0\l t lt::D the l e tter, will 70u p hete tnd!ti'U oo th\c .uno!'Nlthua 
whether the een.41ftG of the proooae4 ep141'"i~ con.ltt i on t o Chin~ at t~1a 
tiM t e lD ..CCOr daDee wlth 70ur pol1C7• The IDICibert Of t he C:O!!It:'l1U·1on, 
of couree , woul4 be attlpe d t o the Ste.te De t'&rtft)lnt. M d !'~f\ort t o the 
prope r State Depart .. nt repr~tent.atl~e ln Cbtr.a . 

- .. .1 C'-"-•. i . . , I 

Ablr.ltu·ator . 

Tb• Wb1\e Bowo• . 

qa._j 1939. 
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h."WASO IIU C IIEN 
•ooM••• 

e30 Ft"" A..._,\: ll 
s ..... Yo111• 

September 19, 193~ 

Dear Ur . V.orgonthou: 

I have just received word thllt Dr. Buok and 

the t~sportatton erperte group, bead&d by ur. 

~aurioe ! . Sheahan , arrived at Chungking on the 16th 

ot thta month a.tter a aat'e a.ttd pleaaant trip. The 

pa rty wa.s orielnslly aoheduled to arrive tn Konakong 

on August 25th, but unfortunately, due to bed weather 

conditions, they were delayed tn cue~ and ~ntla, 

ar.d ttnally reoehed Hongkong on Septezber 3rd. 

'Ibe journey trom K\uul.ing to Chungking was :Mde 

on the htgtrwar , thue gtvtna the mexbers of the group 

an exeellont opnortunity to acquire a rtrst band 

knowledge ot the existing road and tre~rte condtt1ona. 

They wUl be invttod t o go on the road again , either 

takt~ tho Northweatern trip vta Lenehow, the South­

weatern trip via KWe1lin , Nannt n~ and Chen Nan K\lran, 

toucbtn& pe rt ot Runan , or t~e new Luehow·!Unnan-Bur~ 

hJghway. 

An Into~tion Coornittee boa been duly oraantz•4 

under t he auspices ot the !xeeuttve Yuan. All deteila 

with regard to arranging the itinerary and the personal 

wnnts or the experts during 'heir atey 1n the Interior 

hAve boen carefully ettonded to by the Co~tttee. A 

c:611lorandu.':1 ea prepared and sub~t t t.ed to tho experts 

upon their arrival in XUnQing. A ooedenaed outline 

ot the oe.oorandtu subAitted ts aa tollowa: 

lotroduetton: e atudy ot cap or communications, 

surveys ot presont treneport syete=s and 

control orgenitattons, motor veb teloG end 

tuel consumption , engineering standards, 

tolls and license tees . 

Principal HJgbwaya~ routes, hlatory , rtnenotng, 

road s ervice cordlttona, structures, aueh as 

bridges . etc., admlntstration . 

Regraded Unclassified



1'8&• 2 
Slip. 19, 1939 
llr. llorgenthau 

Hlghwa7 Administration; operating organize­
tiona, euperviaing a~1n1atrat1ona. 

Highway Transport; physical oquipmont, 
personnel training, traffic ratea and 
repairing service. 

Other Weans ot Transport; water, rail, etr, 
peck ani.ma.la, carts. 

roretan & ~attc Trade: n .. ecoaa.Jc 
organtzat tona, general 4eacr1pt1on ot 
exports, con\;rol and coo!'4t oat1on of 
doaeatic trade, general deaortptton ot 
natht gooc1s, highway tranaport.atiOD 
exports and 1lZ'.Iport.s. 

Wi tb peraonal regard a, 

Tbt Honorable Henry Korgonthau, 1r. 
Socrtt&J'7 ot the Treasury 
llaoblnston, D. c. 

KPC:IAO 

. , 
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Tho Secretary 

Mr. RtJioo 

October ~ , 1939 

Some tl.'De 860 I sent you a mo:noran4WII conaerntne the 

Pruident'o requeot, vhich· he tla<le at Cabinet on Au;!uat 4th 

vhile )'0\1. were in Europe , that the !reuury or6*J1ilt o. coal ttee 

under the leaderahlp ot Kr. J4 Bruce co•pottd ot repretentatt•e• 

froa J.erlcul turo, C...eree tJid '!'roooury for t~o IW1>'>•• o! 

otu4Tlo>t: ADd roport~Jl& on eortab art proJecto. 

I ha4 l uncheon vlth Mr. 'Btuce JOOtor<laT ..,.d eX!)l&lned to 

hl a what the Prot1d.ent bad 1n a1od, and he ll a.ow tn the proc:e.sa 

ot drawing up a ze=orandu= wi th hla l deat which, at the proper 

time, I vtll turo o•er to you to hand to tho Prooldent. 
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Secretary of State 

Wuhlngton 

43, Octobrr 4 , 10 p .m. 

!!t\AY 

33 'JMTA '::LENA 

Dctrd Octobrr 4 , 1939 

~rc ' d 11 : 10 p.m. 

::a 

The economic and financial nGvi aory comc1tt ee agreed 

upon at PonnMn is to be a ptrmnnent body which will turn 

1t• n ttrntion to a ny and ell questi ons of inter-American 

rtlct1onships i n thEse fields in \"':11ch it .. .ny llppeor t !:11t 

useful reoult is to be exptct<d . The me<tin3 schedulEd o.t 

Guatrmc.lc ia onc of trer.sury l' tpr£o£ntativt3 for purposr 

of tro'micc.l d:~.scusston e nd i ntrrchanJC ; there 13 no ex­

ptotct1on that c.ny &grtementa ••ill be r eached at ~m:;:ln 

or 11ny nc~otiLtions undertcktn. 

I su;:mrot t ·.ont the Guntemolr. ccrtin.:; 1n ccrry1n~ on 

thr diao•aaion end 1nttrcban:;e on the topics in its c:stndc 

could do a U3 t ful job in definlnJ the tasks in the oonttc:ry 

end f1nnnoJcl fitld t~t thE pern:ncnt comritt t t could ~~Er­

tcke c.nd perl.JL.;>o :nc.U rroo::u-tndc.t1ons to 1t . I s££ no n c. ­

eon rrby this m<ttin3 should b£ delnytd. O j ~ 1 J ;1 3 !l 

Et:E : CFVI 

nt.l OOPI 

a; •· eo~~ 

:EU.ES 

J 
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R!1 IJI)I'fiOIIAL LOJJI TO 01IJ1A 

Aa expl&111ad 'b7 K. P. Cbon, tho ChiMao Clonrnment .Uhoa to ar,llore 

the poatibility of additional credite upon tho oecurity or tho pros­

pective aalo of Chinese tin in the Unitod Statoo, tollowin& tho p&ttern 

of the S2~,ooo,ooo 5-yeer Ex!»rt-llllport Bank cH<Iit to the UniYersal 

Trading Corporation wbich i .a securod 'b7 and re~ahlo trca proceeds 

1'roc tho aalo ot Cbinoae t\UI& oil in tho United Statu. In brief, in 

order that Chino .q be in a pooltion to tinonco ito &lloged require­

cents tor nr pw'Chaaes in the United Stateo duri.llc the ca.ing year, 

a $75 , 000,000 credit is reqw~sted which .....WS bo aocured 'b7 and repq­

uhlo !roll tho proceede !roll the sale of an &YON£0 ot 10 ,000 tou of 

Cbineao tin annual.ly in t ho United Ststoo ovor a 10-yea.r period. 

In ito broader i.aplicationo, tho propoeal oi£nl.fios thet Chino 

fools compelled in rtow of recent events to turn to the United States 

as the onl;r reliable external aourco of eup~ and t ho onl;r potential 

source of fUrther credit to meet i t a war needs. Tho f ollowing ia, 

bowonr, li.aited to consideration ot tho proposal &I pro,ooted: 

1, Propoeal U ONOanted• 

Tho Control Govenwent has """' arronceunt• to take onr tho tiJI 

production of T\1JlniJl Prortnco ~inll to .... 10, 000 tone armJally, 

" bicb hat boon a JOOnopoly of tho PrortnCiol GoftM'OilODt• Arron£eeento 

•ill bsve to bo lllllde to c.oapenaoto tho Prortncial Govorn:eot which has 

boon aolll.n& tho tin in London in order to llll<o •illt.er)l pureheaoa and 

rt tb locol currency. In view of 
to obt&in roraien exchange to auppo • 

direct connoctiono with tho K\llliDin&-Boipbong R&U.-oy' without tho 
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neeeeai~ or trucking, it is claimed that t--·· _._ i ·-po•-t on woiW! bo 

relath'eq uq proyided, and it 1e &d.ol1tted that thia &10\lllptioo 11 

baaic , the raU route thro"8h Indo-Chine r...,ina opu. The Central. 

Covernment &lao controla tho t iD ClltJ)Ilt or 1\'wancei, &mollDtin& to 80118 

3,000 tona anmJal 17. These two source a should auu.re an aggregate 

Ollt]'A1t of 10 , 000 tooa annuall;y for aal.e 1D the United Stetao, which 

cOilld be increased 't!7 devotin;: a portion of t.M credit obto.l.z>od to 

a~-nt or proclllCt.ioo te.cilltiea. It 1a propoaed t.Mt ochedllled 

dell•eriea lhoul<l c"""'ence at a lo.-er ficve and lboiWI 1Dcruoo on a 

£l'&(lll&ted acale ao ea to e.vorago 10,000 tono a Ja&r a.or the l0-7oe.r 

peri od. cartel rootrictiooe. on production for export to tho United 

states uri:et woiWI not appl.;r s i nce China ia not a mezbor of tbe 

International Tin Cartel. 

2. COlllo1lont . 

Tho baoic problem, both frola tho standpoint of prorlaion.l.ng China 

and pro.iding tor the roJl8Yl"'nt of tho credit, 11 whether IIllo....._ to 

tranaport.ation taeU1t1es een be lll.illtained a.er tbo K\ln:aioi- BaipboDC 

J!AU.,;r. Thia ..OIIld sa• largel;r a political probl.•· In odditioo, 

0\lr proje~ed lieutrellt7 Act wUl prob&bl.7 Mlto the tr&n~port.ation 

probl. ... IIOtl d1tt1cult. 't!7 pr&ftntl.Di tbo .... or United St.at.oo bott.om.a 

and mi&)>t prnent CIWla troll import in~ rl t.&l ~~&terial.e • At ide !'rOll 

tho lll&jor riek that oehedlllod tin delivtrill to tho United states 

cO\lld not be llllint.oi ned, the .olllml of tin offered rel otiTa to t.M 

IIJDOUnt or credit requested pro.tdoa litt.lo oara:in or eoellrit;r on ariT 

conaerv•t1ve eati.Jiet.e or tiD yeJ._uee over tbt next t..n years . 

~co 
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(a) FiD8JlC1al &lld atratocJ.c oa~. 

Tin ia an iaportant peaco-ti.n couocl1ty &J>d a atrat.gic 

war utorial. 'l'bo ODited Statea proclucu 1ut.ot.nt1al.l7 DO 

till aDd liO~ imports aDd COIII\1111411 about two-thirds or world 

production, wbicb bas anrapd 150, 000 to111 onm•oJJ:r onr tho 

past fifteen years. 'l'bo lD&jor aourcea o! production &J>d t.be 

parconte&o o! world outp.lt ot u.ch &rei Br1tiob llala:fa, 

)6 par cont1 Britieb Eaat lDilieo, 20 par coat} Bolirto, 10 par 

cent1 l igeria, 5 par cent &lld China, 5 par cant. T1o bas 

auttored tn. cbronic OYer procl\lction oinco 19)0, wbicb led 

to tho rootrlctioo of production UDder tho .... picu or tho 

IntarD&tional Tin Cartel formed in 19)1, in wbicb tho ll&jor 

produci"'t countries accounting for upwii.I'da of 80 por ce.ot of the 

world out put boYe participated. 'l'bo New York t in price bel 

uoraged about 45 cants per poWlll o't'Or tho paat ton ;years. 

Since tho !)zropeon ur tho price boo incru.secl f.- 48 cents 

to 68 coats . 

our tho DOer ter-, ..tn.Dt&p llill!t be tobD of &D7 

..........,_t with OUna to accuaul&te rooo" .. at adn.Dt&l...,. 

prlcoo 1! otratecJ.c conaidorationa tuor 111cb policy in tho 

caoo ot t in. aow ... ar, tho •Jor riok thot dollnrios could 

DOt be JO&iat.il>ad dotrocta !roe tho attractiftMIS of tho 

ooheao troa a strat.gic standpoint • 

.U to tho 1011&-tsra aspect, i t would aot """' juatified 

._ __ thaD OD tho baoil of tho &Yar&IO pri .. 
to project Yallllll o ...... 

301 
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onr the put decade. On a 45 ceat b&oit, t.ho proeeeda of 

10,000 t ono a rear tor ten )'$Ora would be about tloo,ooo,ooo, 

wbich does not a.fford auch 1118J'gin of ueurity tor a credit of 

&75,000,000. 

Th18 financial setup aey be cooapared >~11.11 t.ha setup of the 

exiotin& &25,000,000 credit baaed upon tun;: oil dalheries 

O'ftr • S-:rear period. The original aoauaptl.ona ot the t ia:e the 

credit was ute:oded were roueblJ': Delharieo or 220, 000 tooa 

or oil o ... r t i n years at an •••race price or about 15 cents 

par pound then current, uounUna to $60,0;0,000 , ooe-hal.f of 

• bich or $)0,000,000, would be uple t o rel>81 the credit with 

intoroat, the balance coaati tut1n( in effect 100 per cent 

additional eecurit;r, should one-half tho proceeds prove i n­

aufticiont to amorti•e the credit oYer the 5-)'0<U" period . In 

addition, it ebould be noted that an indueec:ent to the Chinese 

to ueo 8'f'ory effort to tu.Ulll tba coatract 11 pruent in tho 

ceao ot tnna oil wbicb would not be praaeat in tba cue ot tin, 

ariotna h-oe the tact that one..balt of tho proco«<a a&T be 

ueed t or purchase& in the United SUtoe rather !.han tor rep~¥­

mont or the credit. 

(b) Production and traaaportation 05pecto. 

Since the tuna oil credit ••• mended at t.ho b&g1nnill8 

of thia TNT, traaaportation diftioultioa ha.,. inore .. od d11o 

to the loao of control or practicall:r all Chino.. porta and 

the onl;r reMin108 outlets are the I!\U'II& rood' thence by rail 
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t<> Ra1>1oon &Jld the :railwq trca ~ in IUrulan ~ Indo­

China to Raipbolll• Transport OYor tho sw- route coot. to\U" 

times ae •uch ae OYer the Illdo-China route and hoe been cooopua­

tivol¥ little used. Iunn&l1 in the aoutbweattrn corcer of China 

io far fro. the .Tape.nese controlled area and baa bean traditionall,y 

illdopondont of the Central Govorn:>ont. M CGIIJ>U'*I to the 

tw>c oil oituation, with scattered colloctiOD conttra and 

41fticult transportation collditiona b.r t.ruek, the eoocentreted 

output &Jld direct rail COIID8Ction with 11&1l'iloac in tho cue 

of tin appears to preaeot a :rolat!Yel;r 100ro to~blo picture, 

prO'fidod the political control o! tho Central Oo.,..ramont onr 

production 1a assured. FroiD the technical transportation atand­

point, tin roproeonts greater value per ton than tung oil and 

it •••• clear that the KlllW1nc-11&1pboDC Railn.Y baa sut!iciont 

capocit,y to transport tin !or export in tho uw.at eontuplated. 

Tile oapocit7 of the rood to carry the $75,000,000 worth ot 

11nitod States goode, aaeuaing ouch to be Chino'• b.ldgoted war 

needo tor the co.ing 7ear, requiroa !\U"ther !Jno11Upt101>. 

In ~ .,.ont the c:ontim1ed aTOilah111t7 ot tbio 1"011tl would 

•- 1ar1.J.7 a political quaatio:> "rlo.,.-rll the n--nch 

Oc>Yer...ont . 

An 1nteru report t o the dirletoro of the Uni.,..roal 

Trading Co:rporatio:>, CO'r&ring ito t1rat aix 100ntba or oporat1o11, 

to Slptubor 9 , 1939, gi na '"'"' indication o! wbat hoe bela 
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~ccoapllahed under increasingly difficult tranoportstlon 

conditione . Approxi•..atel,y ~.ooo,ooo • orth or &oo.lo, ou~ 

or a total or approxLllAtel,y $19 ,000 ,ooo worth ror •h1ch 

orders hnvo !>$on placed in the United States, hA<o olreudy !>$en 

' ab1ppe4 in Al:lerics.n bottooa. (tl>e 019 , 000,000 r1eure 1a • ..._ 

exclusive of a001e ~,O:lO,OOO •ort.h or ,>etroleu:.. pr<>ducts 

cont.rac ~ed for, •hicb are shi!>J)&d direc~:~¥ 1>, t..'lo sell•r• , a 

subst...:>t i &l portion of "hich bb8 preawu.bl¥ ~ been ox­

ported) . Olen stRted t.'let 21,:)::10 t~"" 011t o! a t ot.41 or 

2S, OOO t ons or United Stet-eo ""rch&l>d1aa •hich h&a b$&n de-

livored at Rai;>bong or Rangoon hn• !>$en ahirpe.l into China . 

Fr->111 the standpoint of tung oil daliverieo , t'>o report lodi­

catoo t.hD.t 16,000 tons hove been nhippod frOGI Chin<~, or which 

li. , 010 tone hava already arrived in the UnitoJ States . The 

C->rporation hna dra•~ on the c~it to the exton~ or about 

~.U, S10,000; baa .Urudy !Wie repayments •w•gst1no over • 

ailllon dollars end expect.s t<> cake " turt.har reP"Y""nt or 

one-qUDrt.tr of a illllon dollars t.",l.a aont.h . It th\18 a':)~i 

that, in s pite or tncreasi.J!<l t rans:»rtatloo difticult ie> , t.he 

arra.ngo.ment bas worked satist'aetorll.Y dW'lnt! the first aiX 

month& or oparat1on, both rro.. t.he atal>lipoiot or provlaiolling 

Chtna and rr
001 

t.ho stendpoint or aupp:l¥1oo the Uoitod States ' 

tWlg oil 1111lrkot and providing tor the ro!)l'.yn:ont or crodit 
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~Jr: 

Albert 
Gore: 

~!Jr: 

G: 

!!l!Jr: 

G: 

!ClJr: 

0: 

lil!Jr: 

0: 

~:Jr: 

G: 

liHJr: 

G: 

El'..Jr: 

G: 

liHJr: 

G: 

Hello. 

Kr. Seoreta.rr. 

Tall:ing . How are you' 

Fine • Bow are rou todaJ' 

Oh , Juat talr. 

October ~, l93J 
9:17 . .... 

the last tice I oaw JOU I believe we vero in the 

Banking and Currenor Co:ulnee on tbe Lending Bill . 

That' • right - 1n tbe oba1r:oan' • rooa When he aald 

t ha t rou ha4 taken l.tr. Bull 1 1 place. 

( Laugbs) Well, I waa prettr strong t or that 

proposal. I t hought 1t vee a good t hing. 

I do to and I t h1nl< we still ougM to tr, to s- t l t 

next .. aa1on. 

..... , 

I think 1t vae s good t hing . 1 -- 1 don't han that 

opi nion on tbe u. s. Housing Bill, bu t I did of t he 

Lending Bill. 1 t hought 1t vaa a sound propo11t1on 

and the Go•erncent would get 1 ts lllOney baok - at 

least a eubetantial part of 1t. 

Vell, that' e tbe v•r I teU and atlll reel. 

Vhat I'c calling you about, end cuat a pclogt •e tor 

calling ;rou, but rou are t he onl7 ...., I laiOV down 

there 1n t hat departsent. 

Vall, I'a here to help When 1 can. 

11r. fed Vaughn, Who 11 1J> tbe Secret Se,..,1oe. • · • · · 

Yee • 

• • • • • • ,baa been there about t our yoare .. • .. · 

Yea. 

h 
vas let out, I belleTe, August ~~ 15th· 

••••• • and e 
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!r·Jr : Yea . 

G: 

0 : 

!!'" J r : 

G: 

f!!'J r: 

G: 

G: 

'l!'J r: 

G: 

And he asked oe to call you. I -- I know I•a 
ramlllar With the service he haa rendered . r 
know that he' s a tlne man and • .. ... 

Yeah . 

..••• • I'm complying w1th t hat request . 

not 
do 

F1ne . \/ell, I'll be glad to look 1nto lt and either 
Hr. Gaston , t he Ase1stant Secretar y who 1e 1n charge 
ot Secr e t Serv1ce, or I wlll let you know - one or 
t he other. 

Thank you very, verr much . And I'm col:l1ng down to 
talk v1 th you before long . 

Any t1me - I'm at your service. 

I want to talk wlth you about 
p art o t next session. 
t h1e exPor>;- lcpor t bank •..•. . 

Yeah. 

the leglalat lon !or 
I thlnk by all oeans 

, •••.• ebould be extended ln vlow or ... •. . 

li'1ne . 

••..•• or our outt l ng orr or t he oo~erc1al 
r elat1ons w1th other countries . 

Any tl :~e, l·lr . Gore, I ' m at your ser vice. 

Thank you very ouch . 

Goodbye. 

I 
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T REASURY DEPARTMENT :o1 
INTER OF'I'ICE COMMUNICAT10N 

OATt Ootob~ ~. 19}9. 

TO Socrotar7 MorcoathiD 

FROM JCr, OoohrAD 

Tho f .. turo of the foroip e~ aarkot todaT wao tbo rho !D. tbo rato 
for otorllac to 4, fY)-l/2 . .t.ttor opoal114 at 4,02-7/S bid, the rato 110Tad up to 
4,o4-J/8 about DOoa, tbea .., .. , to 4.o4-l/8. Lato Ia tbo atteraooo t bo rate 
reached tho aow hill> of 4. 05-l/2 aa4 elooo4 at tbet rato. 

Pactoro .... toe tho otorliac rato to otuacthao aro a ohortaso of otorUac 
Ia tbo aarkot u4 tbo fact that co-.relal ballko aro oDdao...,rloc to rednco tho 
...,unto of tho loac tor11 coatracta for otorlhc which tbo7 ban parcllaoo4. Vo 
ban boon 1Afor- that tho lee41Dc ballko aro odn olac thol.r cuato•ro, oltbor 
baokiac or oo-rclal, that tbq aro w1U1oc to utond oD17 partial -=to ot 
forward contrach for otorliac which thq pvcllaood fro• tbolr eutoaoro, fho 
bODb oro roquoottac that ~ o:t tho contrach bo dollnro4. !'hlo nocoooltatoo 
tho eutoMr cclac h1to tho ~ ..rl<ot to purobaoo tho roaalDiac ':/)f. tor opot 
dollnl')'. Oontr acto which nro or1c1Da117 -o tor 90-da:r dollnl')' aro bolac 
reDOWod 1>7 tho l>ADII:o for 30 cla1w Ia aoot caooo. 

J. pooolblo roaooa wh7 the ballko are oD4oiiTorlac to rocluco tbo •OUDt of 
theoo forward. coatracto Ia that at ooao t'llturo tiM tho7 foar thet otorlln& 
bolaocoo aq bo blookod. 1a LoDd.oa, aad. It ouch 11 tho caoo tho:v do aot waot to 
bo CCICbt wl tb larp bolADCOO, 

Porward otorllac fir- aD4 wao quoted Ia tbo opoa -kot at tho clooo 
,.. followot 

O..o aontb 3/41 por I. dlocOWlt - 2-l/'lllf. por ...,.... 
!broo aoatho J-1/11 por I. dloCOUJlt • 3-1/.,. por ...,.., 

fho rloo of tho rato aboTO ~.oil, tbo quotatloD at vhlcb tho Brltlob Cootrol 
rill ooll otorllac, briap up tbo follovtac two IDtorootlac quotloDO: 

(J.) It tho rato poroloto 1o o\IIJiJic abon li.oll will tbo Brltllh Control 
ooll otorllact {B) VIU tho :Brltllh Ooatro1 ral oo Ito ool liac 
prloo tor o torl iacl 

Tho 7o4ora1 l ooorn Baal< Woraod uo that tho 0~0 ~!~~:-: ll.oll, but 
roquooto4 tholr LoD4oa corroopoadont to .F

1 
chao:_:~! hed"'booa ooat too late to 

tho7 414 aot rooolw a Npl7 ao tholr •- o pro "' 
bo aotod Qpoa. 

<;ONFIDENTIAL 
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( 
!!oporUrac bADica 1Jo lev Tort - t~ re.~.e 

totaliQB ~3,000, troa the tollovlrac ooureeo~&l lounw ~ reported oalu 

CoiB8rC1al CODCirDI • ••• • • 

rorel~ boat. (lurope &Dd 7~·;····; ···· ······ ··· ··········' 

Jed. Boo. Bk. ('50 ,000 !or Sw.;::) ••...•.••• •...••..•.•.• !. 
• •••• ••••••••••••• •• ••.• I. 

72 ,000 
)21,000 
50.000 

t otal ' 443,000 

Pure~•• of oterllrac a=ounte4 to 1.432,000, •• Indicated bolo~: 

)J COJCJ»rciaJ. COACII"DDI • • • • • • • • • •• • • • • • • . • • • • • • • ••• •. • ••••• I. 

BT fordp boat. (Jurope, Jar Eaat, South .t..aerlca -
lear laot) •• . •• , ••.• . •.••.•.. . . . , .. , .... I. 

'l'ot&l 

The B&lllt of Latvia Jl'll'C~ed 21 , 000 cul1doro In thh aartet, 

21!,000 

21 ... 000 

tho !ollovl.Dc bADica oold to WI t;Old fro• their earmarked accouh In the 

e:IOWih ln41eate4: 

B&lllt ot J'rance ................... . .... . ................... $ 5 ,01 .. 000 

llaUon&l :S&Illt of Belsiua ..... .. .. ...................... ... $ l ,aoo:ooo 

$ 6,nl<,ooo 

There vert no en.p,ceaenta or cold tor ah1,p•nh to tb1a eountr)' reported.. 

Yo ...,_. two pare~•• ot olh'er tot&llrac 100,000 ouncoo 111 the l ev Tort 

<arkAit wxter t he SllYer Purcheoo ~t. !hue are the f1rot pur~u of INCh 

ollYOr modo b7 uo oiuoo ~t 9th, 

At 1100n to4aT llr. llloto told ae that the Chau B&lllt hod epoteo vi th hi a 

In recar4 to the dooiro ot lilleola to ooll t;01d Ia Oolo or to "'t an edY&I1Ct ID 

dollsro apino t it. !hie offer had !!rot boon u4o to the J'oder&l Booe"o B&lllt 

I holt, ao roeo.r4e4 in "'T ao110r&11411a of Sopteabor 30, 1939. 'rho Cheoo Baolc ha4 

lutoraed the lbuol ... State B&lllt that tbq were nolther btereoted Ia tatlac 

gold in Oolo 110r ill pvirac dollaro -caJ110t lt pledced there . Yhe11 theT vero 

theo aoke4 1! tb•T would .U:e ... e4Yai1Co -c&J111t the &Old 111 tranolt, tbeJ 

"6roe4, &Dd lt lo wxtarotood that ouch ao e4Yaoco lo uov boiac ll&do op!111t tho 

&Old, MO"CU>UDC to $2 ,25(), 000, vhich ~ boon plKod on board tho SS OSWJOII), 

It h not t110n t o what uUllt ot the oraluo of tho oh1pae11t dollero han hoOD 

8dYeDce4. I t l a UDde.ratood, of coar••• that the ~~ haa cloee rtlattoDa with 

the !!uulan State :s&lllt, oarrj.-IDC a dopoolt for it ia lev Tort . 

lllob otatod oc11114onUa11;( that, M of Octobar }, tho 4oller b&1011coo of 

the !!uuian St ate Baot with the Chao• Baat -ted to $},~.000. of vhich 

CON f- I DE N T IAL 
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(tl,JOO,OOO wro 'blo-. .t.a of the •- u\t, \he .b\or1 he14 t2,200,000 wUio tile Chuo, .t.a of \o4a:f, \he -t ot \loo ll&aolu 1\ah Jak vUio the N.n.l 
llnerYe Jul< of •• York -t• \o ·~ $U,OOO, 11Aco $500,000 ban 'booa wUbdr.,. fro• \loa h4aral u4 t.poa1\o4 ri\lo \loo C:baoo, 

'llllea ctriac \loo akft lato .... uoa, ~DoD lot • bow thet he w op­wl th Carlp.ol 1a the Jeak ot J'raaoo to4a:r liT tolopbo .. u4 \bat \loo lanor 
bed oa14 t» Parla .net wu qul.to aaUofao\o1r7 u4 thet \he ollooa\loa YU roall1 'bettor tba at 87 tiM oboe lopt..,or 1 , !bon ,.. a .......,Uoa 1a ..,l uo of bllll ... • , 111&t tho tr..t wu oaUof110\o1r7, 

XAoll:l 11 eu41a, .. ooploo of omhnp .._auou roooln4 troa the 
c:o-a.woalth Jul< of Autralla u4 t.-oa tho Jak ot l'r1110o. J.ttor we lla'" - · pbo\ootaUc copioa tllaraot, tho orlciaal• oro \o be ntvaoA \o llr. laoll:l, to­p thor with ou pho\oataUc CGp1. Yo, 1o twa, 1ft prow141a, XAoll:l vUh pbo\o-1tatic eoploa ot cortala ottlolal Jrlthlo 4ocuoah which wo u• aot IRLI'I he 
baa rece1TM. 

~C9 

CONFIDEN T lA 
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! o : secreta.,. Koreenl.hau 
7J'CII: Mr. CochriUI 

KIXO!!Al!DUM 

Octo~r II, 1939. 

llr. bon telephoned "" on October 3 t4t tho l!atlol!.&l Bank 
of llell;iwo b,4 lllqu.l.red of - •• to tho illport sold point for 
belSAI• bon aZI4 I d1&cuose4 thAI pouiblt tit;l11fic(llleo of thio 
1nqu1r,.. 1 rtquooted hila to t;iYe ua a Cop)' of tht col>l od inquir,., 
and pr0111ted to gin him ..,. react ion th<lrtto thit morni~~g • 

.After roceirtll8 a cop)' from Mr. Xnolot of Orblecr .. fZ70, I 
telephoned hia at 11:115 th1o morn!.J>C, IIDg6tttiJ>Il that he cend a r«>l)' 
to tht I!&Uonal BIUilc or Belgi'Cm, g1Y1J>Il tht toehnic&l aniWer requii-ed, 
&nd that he thin telophou, prefe.ral>l)' to Mr. !11114ewJut, endeaYor!.J>C 
to tound tho ll&tionel BIUilc of llelt;ium out at to Vhat their intontiono 
aq be vi th reopoct to cupporti!ll; thAI ~lea. Upon aocertalni"'l that 
l!r. bon vas DOt on ouch tents wi th oJI)'ono 1n thAI llatiol!.&l Bank of 
BolgiUII that hi could start a quite inforaal coDYtrsatlon on thio 
oubject, parUcul:lrl)' a• a reouH of Bandew)'na lnol>ilHT to under­
otand J:nclith, I acreed with bon'• idea that a callltuea dreom up 
to contain ouch 11euage as we cared to trcoai t all!l>t ~ thAI proper 
c~~Mntl, Arter ptt1"8 Xnon 1a idtao in tha preniaoo, I told hi:> 
th&t I would phra .. a -•Uon for a ••u- and telephone h1a back. 
At 3tl5 P , l(, rq ooorstar,. telephoned tha attochld d.r..rt to Mr. Xnolte 1o 
oecretar,., with tho request that Mr. Xno!te call me back to diocun 
thit ""tter, 

In hit inform&! memorand~m of Soptenber 29, 1939, ltDolce confirmed 
..,. opinion that , h&Tilll: taken care of tho Dutch aituotion bT our mes­
eat;e of last week, we do DOt rille acqu1r1J>Il told abroed unieos we our­
oelYOI buT toroi£D exchaJ>ge 1n th11 cOUDtr,.. Wb.ilt tha 'lriparUte 
Al;:rHDOIIt with llelt;i1llD giYOI uo tho facilit)' of acqu1rint; £Old against 
bole&• in Brnasolo, tho in1t1at1Ye is loft to uo. 

!he tollovint; t able &haws tha balancoe of tht llat!onAll!VIk of 
BolgiUII vi th tha Pedoral l!eoer..e l!IUilc 11114 rocnt tranoactlono iDYol...,4 
in ouch balaDceo: 

Gold of llation&l Bank of 
l!olgiUII e.......-nd vi th 
Pedoral l!e .. rn 

Dollar Btll&DD•• of thAI 
llational Bank of Bolgi'lllll 
w1 th Pedoral l!eoern 

J!Wat 16 

$226,000,000 

October 3 

$21! . 000.000 

CONFIDENTIAL 
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Sept. lS- ~ 

Sept. 25 .:. JO 

Oot. J 

Laoe 

- 2 -

hlet to Ut 

• 992,000 

ra·ooo $4. ,000 

1]'5. 000 

• • • 

Oo-..\er ". 1939 

Pvohatot trooo Uo 

• 175.000 

• 115:000 

• 
Oow11«r 5, 1939 

.... llMir» ··~ .. - ~ lah ,.. •• ....., •• • ....... - .­
... -wa ....Ut-•eao 1a tM • ._. \a *1M I 11M tntW .... 
11a4 to~ w Ida _._,., I bPo uw I'M01 ..... tr• llr. x.lal 

• o"" ~ Ide ... ,. • .,. -~ 13$ w u. •un!l - ~ Jelcl• 
'IIUall .. ., rort~a - - .. w 11M _..a -· _.. u ootallT 4b-

paWMt... as. -·- lt ··-- -···· 

CONFIDENTIAL 
' 

:n 
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c OotoHr ll, 19)9 

ICIIIOIJ.ID U II 

It 1a ..._.,,. llr. ~ .....,.r (la)1•cr•l210 of Ootoller J, 1939, 

fro• \be laUo-.1 laalt of 1•111• 117 

(1) G1'fiiiC 1>11 teobai-.1 UOftr to tbe quoUoao pooed oa 

\be i11p0rt pl4 pout for llelcM at ltv York, 11114 

(2) A441ac ~ aJ.oac \be foUowtoc llu11 

7fiiU .--ae- witlou thro• 

ollioh :rou ban \be fao11U7 for npport-

1DC tbe lie~.• 

•ror 7<10Z Wo:.aUoa, Mftral Jluropeao 

O.atral llaalt• ban lleea Wonoed 1.a 

repl7 to Uoo1r rooeat 11lopir1eo tbet tbe 

lJ, 1 . ,......, 1o pvcllaoii>C p 14 at 

preoaat oa17 1a lw Yom. I a aotaal olr..­

oM~oooo .., tpaftUou 11l,.lwtoc aooopt-• 

of co14 &)...,. ocnll4 llo ooa-ted w1 ta.oG 

prior ..,..UtaUoa. 1 

CONFIDENTIAL. 
\ ---....... ....---;----
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c 

IWO<IImG OAJt.ace•• 

Jruooltl, ono\er ), 1939· 
J'.Ural ... ....,. 1111111: of Iew York 

l ew Yot'k 

••• 270 

:n..ao lldl.e al '1011&' "''' 701. ooUah t,...n 
coa JOb' :a.~ a\ Iew Yol'll: ...UC to rho s..a oon ot 

eb.l,.... u4 ~ ... ar rlok lru11ltl - t om. 

J'ollew1ac ov ~1 ... , upon col4 pol..&\ 

Iooft akU 6.15 

"'-b 

,....... l aUoll&lo 4e JoJ«itu• 

: 13 

CONFIDENTIAL 
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COPT 

OII'!GOIIG Cnnall( 10, 3150 

Sift C. onoller II, 1939 

~ lr&UOII&lo 4e leJ.ciqu<t 

Jruoole 

AtteJlUOil Kr. ~fWJU 

lo. 366 

Tov lo. Z70 At prnaiUJIC ratu tor trolpt u4 

lD......,C>o whlcll are C>t oov•• oui>Joot to .-.,.wit- aoUoo, 

w C>&lcnalah &<>14 t.pclrt pe>lat Jnuooole to Jw Tori< at Uoa:t 

ol66o oeah par llolca Oll lhi-h li71Jal.h4 "•"• n.c noaoll 

or at trOll .163S h .16113 C>lllh par balca Oil ohl,_..o b7 otllor 

-l'lll ftoMll. V. ohall cln tllll 4otatlo 1>7 •11. At 

to4q1 1 <>loo!JIC rate tor 'bolpo ot a'bollt .1610 oollh w are 

tllu •- 4lot&llC>o troa tbo pl4 i-rt polat. We ooh t.hat 

701l are""" rolo&liJI& p14 troa TOV ...._rbd &C>C>OIIllt with u 

tJuooucto whlcll J'01l boft tllo f&e>ilit7 tor ._rttac tllo ba}«a. 

Jar 7f1V latoraUoa Mftral ....._ oaatral lab bon 

roo•tl7 _, tato.-4 117 u 1a ropl7 t o tboir lAttl.rl•• that 

tu tlllU14 ltat11 \'z " n!'T 11 pvo~~aat,. aol4 at pro-t oal7 

'QJ>Oil 4ellftl'7 ta IIY To& Ia prn&lUIIC olroaut&OOII DO 

oparaUoao l.llYol11.ac &e>copt&llC>o of aol4 &)rood 001114 k ooa­

-*14 wttllftt prior oollftlt&Uoa. ..,..... 
~ 

CONFIDENTIAL 
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' · I 

I 

I 

_ 1f-

\ 0 - '-1- b \ . 

I a ....,rclaMe wl t.b 1-he """""\ion ot t.bt 

ftew ~. I .. n \ a l.a\\olr ...s .....,..._, 

oo,1.- of 1lll1eb are ..,clo•ecl, \o a..wr Pi\­

S. .... peM. \o a...\or Pi\tan'• liiQilirr w or -

\ol.apM• ~ \lw 1- 1c\. Copl .. ot 

\M l.a\\or alii! -&Dd• haYo al.ao liMa on\ \o 

...,..-..,. hll wUh a cC>YorlJII l o\wr , copy of 

-.al-· 
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1a &e~e witb t!\e •'CC•eUoa of TOUT 

llep&r~t, I ban aoot to S.n&l.or P1\\an a utt.r 

e .S --rand•, coplea or Which are encloatd, 1D 

,...po.,.. to S....tor l"it-n'• teJ..pboae b•;u1Jy 

<loecG'ftiJoC tba lobuoD Act. 

Si ncerelr r oura , 

l 
lb 
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/ 

I / 

Ia .... _ to JOV la'iaiJ'r "'or tlao 

tel .... lM\ -... • .., ..... l ...... ~-· ""'• 

1 •"-- • _._ ...,1n •u .... ooo 1a tt\OU 

.......... ,..Nl .... 
1..,. •• tllio P"'"" J"'OO tllo 

l.d_tl_,.. ...... 

~Gil -. 

ISM~ IO'l""• 

\ ..... ....,. 

:n 
/ 
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.. 

Oct.ober 4, 1939 

Rot s. ... tor Pi t ta11•1 l "'<llirioo 
s opqtt!liM t.bt hbM99 As\, 

IH 

'rita loi!MM 4c:t • u ;>a- on April. l;l, 19.:14. l a odlot ol.¥ 1 n,_ber or 
problno . ...... -·u..u.,. tbe 1nter~r•tet1on or that at.at ute. 

0to .t.prU 771 19)4 • eo..re....,.. waa bol.d ot t _o r,...,,.,..,. Depart ,..ot ott.o..Sed 
ly S....\or ~-. \1M U\onoot c:;.,.,.u, t~A fleer• ....,. or Steto, \lw S.U•I.u7 
or t!>o ~ ..,. a - t.r o! of'l dlle or tba Stel e , Tr•.....,. &n<l J~~t~tic:. 
O.,..r~t•• Yar.s ... , ueaUou o' la·t.er;.retatton of" t. :e JobU011 J.et . • .,.. cee­
oi~. .t. - • ! \!M ~ • ...,.,. I a Ia tn. Tree...,. !l.,.r'-'>t ~u ... 

TIM TrMft17 D.panu ot cl14 aot a \ t .,.\ u ... , mr baa It a t •1f' ll• aU.., 
1 ...... _,. r.aJ... ... nol(Ule\!AtM -.r \he 1- 4c:t, 6AII 10 ar • • .. !taft 

'- •Ilk .. --.~e, - .u. aconq "' t:.e , ..... r - nt " ' ' io.....S roplallc .. 
-... \be 1- .t.o\, S..tar I'U'-o' a OfiU .. UOO on tllo &o:ata floor oo 
De~ 2 t.M\ tbe ~.....,. !At- ,.Uu ad Ntulot!o .. a Ia or.--. 

I 
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- 2 -

In •t•• or t~e fact t hat 1n hi s e,eecb on October 2 on t~e r1o~r or tne 
Seoato Senator Pitt..an 1a1d that \e would oe t o11t in "u.ll t t'> nd • 
nddreas the r\1lea and regulations ;>reucribed ··-.. or • •o 1 h~ 

0 
•t o . his 

t t 
t.. 1 • Wtu "'' ' 0 IUIOD ~ C 1 't& 1'61 

dee re o n '\VI '>ri lted i n t'te recoh; • as con• U t uUnc ad ,1n1sttatt.,.t~ rullne• 
and tnt or9r•tat1ona ot t · e Johnson Act , t~u. & ·orouenti ontd opinions of t.lte 
J.ttorn~ Genera l. a r1d t e ;resJ :-GltU~aee of' t ~o State Oo -·•·-n• i t 

i 
• • 1 ' ..u "' ~"' .,, CO? t: l 0 

•n en •• can urn lh l=edlotul,r to So1111tor Pitt an . 

•• h&•• al10 aacer-ta lned t"utt. t f! Stat-e • d Junt.1c.o !c .. art- e ... ta J • ell 
a:s t~ Trcatrory .l&Ye rccel• ed , Gu:-1._ t\6 ••t. "i'r• , .... ~, rsey -.:- ~ten 
:ntu1r1•• :-•·la t 1Ye to the J ohnson Act . :ro.- .at.a c.•, on 2111 o cea!o:-...s t 1e 
oreAI'.U'Y and St.e t e !le?&rta..nt..e have 'U.-"'l1flh(;cl1 U"'))ft rc c:.t, l lata or tne 
eountr1ol 1n d ofauH and 1n o,..,..tion roprdl "'': >.'l.e ot..tu. o• & .,.rtk.ll.t.r 
count'f'7 • In aceol'\lanc.e w1t 'tt eat. lla"\ed j re.c·tce, t...'w C•p.-rt. ent of Juetic• 
r. 'WI.d t.o r ender optniona to ?rive e x-:-eona i t1 rtl .nn...e t.o queat.lo"'18 a• 
t.o t he 11.-.anl"C of tbe J ohnson Act. On ':1!1 t;• occaelo w •o•:t1oa ~ # t..~e. 11"'ore­
oent ione<l opinions or t '-1e Atto:r!ley G'"'ner."':l Mttre furnl.3h~ L"\ :-o 'lOMe to 
1n: ulriea. In co :'ll1ect 1on wlth t~e "'!.ot.&tion o ' O'" r tel·• 'ore 18r. L'0'"111 !s~.tc:s, 
the Securit i ea 1...Jtchanc• Co:wills ion h"s h..'\d to nl'l. t. i lt"'Y lttscl' •• to whet'1er t.1.e 
111111e n.:s a pemianlbl e renewl•l o' '\n tndebt.~,;.d;.eiD , er::ltted h.· the J ohnson 
Act or t.hat. the ia•uing goYeJ'TQeot wa.J not i n deruult. u'\.t<:r t.:"Jci'\ Act. . r ou • ill 
also rec.&ll th&t • b•n t he french GoverM:ent a.e'ttd MhOt.h<r we -. ou.ld h:.'l'e any 
obj ection t.o 1to no,.1na J , P . llorgon & Co. &o Lljlent 1n to• United Stat .. ror 
the purpooo or P"Yi llfl t he coupons on the propoaed Tl'onch on r , the Tr•••urr 
atiYiaed t.he Prtnch t hat i n vie• o ' t 10 Al'\t:"i e&n l ep.1wl,oo. t1on •tt dors t:t1Yh&68 
obJoe t1ono to tho appolntmtnt or ._, agent 1n .1." York for the u.-;><>•e o' .akin~: 
.uch ..-T•nt 1n dollar•· • 

A c:ar.'Ul eJL&Jlioa\ioD ba& l"eYe.a.led on11' one rcr~rt.ed 4.c!alon in dt.c.ar t...'\1 

Stat. or fede ral eourta on tb• Jobn.son .let. tn.;.t case l:l ao•Jet 1.. - u;nn stsurl ­
\ •• Cgm. • • Rqlser. l6 r. SlJ?P• 6,1, cec!.de4 by t.~1 D1•t.r1eL ~o-w·t. o~ S.w J•rat..y 
on October U , 1936· The caae i s o"' N) ,.rt.Jcult• 1••JOrtanee to t.·te ~o~roblr!r. 
und er cou1d.

1
rat1oo. The can, a , pare:nt.ly a ciYU act-ion ror eo.a a&cs bet;<~e•o 

pr1•at
1 

-.rt1•• eonat.ru.d a certain boad l tii'Ue o r t ho SoYle• Cov~rnu!lt. to 
det.era1ne t.he ct;t.e ot 11aue t hereof . '!he cou t. de Ur•irted Uu t t.'le ~e. h. o"' ! l flJ I 

or the bondl Q l prior to t ~· eft ect.1ve •A tl o( the l ohnson Act . fhe ca. ~:e i l 
entitled to but l1ttlo ool.c ,t • • "" auth<lrit.At!n 1nt orprot.Al1on o' tho Act . 

In one or t wo inat.anc .. State and Treasury )utvo r ,"ferred t.bll & to Jwt.ie• 
ror 1nraet1(.atton Ol to whether th~TI waa ·~ v1o!at1on of tn• 1ohn~on Act. 
1

1 
expect tO hear rro• Jvat1ee 1n a ••r.r •hort ~hilt ~• to wnether or ~t thot e 

'>&•• boon •IV' cr1• tual prosocut1ono Wldar t ho ot&~uto. 
(In1~!Bled) E. H/F . J r . 
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Owlet- ot u... J.t.• ,.. _ --·- --&e•r !rt!MP. ec ,.,r u . 1!' 4 -
JS 0,, 6 \ b , Cp W .. 

llrt 

I ba'"l \bo llnor tiJ - 1117 rt t.~ 1'0\Jl' l't'qu•H ot ¥ey 16 too· q 
opl&loa ,.... ~!lot t..u-tac 'ille0\1011, ·~~d bt you to bovo n i no ..Sol' 
tM Ao\ ot .&;pril. ll , l.,36 , t orloicldi oc fin,., olol trat~a•oUoN .-1\b t ordp 
(Oftraa••I.O ln deta .Ut oa tbolr •"U caUou ~ tno Ollito4 s~too, 

"lt • Ocmo.,..nt ~llo.t au ll&do • w-o.u., • t..lwa' !JOI3-
_, .., U.a o"llpt.i.,.. to ta. Jill lA>! ~t..~.o,., • l'Al 11 -:t(rfl.la 

tM -...r.u1uac ootoco17 •n , .. Atto,.,..y o-rol•o 
,..&l.lac , r .. , S, a l>o:WI !JOI3 '!Ho tnO.l u ...... ~ or ~ nv.t\ 
lubll-\0 ..U lt lUll be N£:-rced • • ""' la 4ofo•..lU• 

TIM opol"&t.ioa of \!lot s~tnt<o, u op~Uo4 to o porU.-•. • r oa<atry, 
11 ., ••• • , - • foU u,.. "" ~. ... port of 01.10" """""I"Y ~-~ ,..., l to 
oW..lpU- \o U. Oal '"' 8 totoo, A -rn...,t llll.loh aiAio U.. oo-•Uo4 
tab~~ ~to - 11<>\ Nt Ito obl1.c•tl"'lo In f \1111 -...tit n o • n•-·•17 
often ot "- oto\llto, •• l ator;>roto4 Ia ay o~IDioa >t HIT 5, to uolUI!o 
11 a ~ti&Jl'• aueb part.lc!. t 411UM t '• Nt d 'o,.. ooo-.Jl'T'inll!' • • ,..s .:w 
t roa \lie -.lllaa alloll aeoo, toDoo or tol<oa payaonto IOidor tl1• olra•.aotO!lc,.. 
lM1eatod, 

TheN • • • ao ••1.e- of t 'ho ~~o•ountft ov$rdtl"'• •nd I r .. l eoaf14ent 
that llotb tllo Prool4at and Coacr oro oonc.u ph tMI t!lel. r P'7"• • t wlU.lD 
a rou-lalo UM, llowo,..,r, uno dotlol\10 ~Jwo no •P""ltl~~. lt ca\lld 
ao\ M -.1• ""'' ta. .. ,.. ..,turlac ot a oub .. quOIIt laol&llaoat o'>l ob no 
p&l• - ..._ ....U 1• lt•elr auw..U ... ~lT crw•~• < t o!oJlt, t:W ou.t uiA, 
'belac ,_1, .a.o.u DO\ 'be •1117 oxteMed b)' - •truotloo, 

1\ ta1lallll flw tw ... _,...lclent~ono t !-1<\ lC o , .. .,r=ol • lllch 
.... • t.c:1111a ~..at. ..ter Ur• ct~".._,..,ooa rt '\t 1!'1 -.;; ~ -tft~4.o!l .. r l't7 5 

a.....U " * Nl -•t of u.. 1utallaont next ~,.. oc 1 '! lal'•bt~'""• 
1\ _.. aot M 1a dtla .lt., • .!t 'l:ta t .. \a l!K.'l~ a& ':!> ! -.'"~•i. !•n • • ut.c.<d tt 

u. .. , ot ~1 u, 1934. 

'hl<f* ho,..tol7 o/ ftoto. 
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bla1M of p e .l!Smv O!!e!'!l ot !tnh It, l!M. 

'ctlw ~9. Oa. AJtz, os. 

fto \rM\>rMHoo \ Joot $1lo Ocrto...,..ct of Ku.....,.. h 1D4o"od 
to tllo Oonrua• ot $1lo lhtHod l!\otoa 1Ja t b• pJ'I.Jae t p..l .,.. or tat,ate, Tt 
tor .,.. u4 -nl ... , ... o $1lat e e 0oYOrDua ot lit o._ alaoo clot• 
"oa tloo Oo,..,._ct ot tho O'Jiite<. "''"'"" lb r t 37t ,e19,06, npr .. ..,u,.. 
I.Jao- tu.o - • to4 rroa $1lo J'enocU'Fll Ool Patltloo 4o Nl..._, 
latorpoftt:M vadt-r t he l a r e ot V..i.:e t:hm th• t•••• •·•" oollened ""' 
n ah4 lll ~0 .... ta alillittod "" :rcu .. •tor all pnouo.J.l ~VpOaoa 
0 0 0 -• _,. , _. Oonmaoat ot 111oaracua. • Tho trMt7 prOY14 .. tbot 
tbo o..o-aa of \Ito IIIUtod "tatoo 11> U roy to tllo OoYoro.act or 
I10aftlllll .. o •• or tn ,ooo, *loll t ho laUor qrooo to oooopl 1• r..ll 
aettl Men' •t 1ta elala• •d t"'tanhw pt'O~d ta \bit •tu OOJlll4 t roUoo ot 
1'1011 ....--• tbo Oo'l'..,...l!\ of tbe lht1h4 btouo ot Aaono • boroliJ 
041100lo $110 pl'eOOO\ iDdob\ odoo o. of tl 0 0oYOI'IIaoat Of t h o iOJIIIbl!O Of 
111oarepa ... 1\ ter UU •4 -1UOD 0 0 0 1D $1lo pr1ool.,.l o.&OIIZ>t of 
t 289, 891, Tl, , .. _.., wi\11 Ut\oreat tlo ... oOD. • 

"o 1-• .... Ita St at. D74 ; u.s.c., ttUo U , ooo. 8G4 (•II 
roft14o 11oo pool'tlloao .., oolo or obUa-tloao ot, or Mlo &ok1D4 of 1-
•• 1a7 t eJ'IIIlp • ..,. • nt • ;&lt wob IH!E!!i!!'* • • • 11 1p 4.tault 
lll \Ito ,.,_, fd lU oltllaoUou, or otq J>er\ $1loroot, to tho Clo'ro=mt 
o r t-o 11alto4 hotoo,• (ltoUoo • p;>Uod.) 

., alwe'l• tut • • 1Jaclob\o4UU opool tlod 1o tile troot:r lO 
\Ito -.11 .,..,..... oed .,., ladoltt-••• ot eo Oonn~aoat ot n1o._. 
... tbo O..• l or no aattod Sutoo, U io rq opi.Ja10l> t ltct roUiioaUOD 
of ao , ... ., wlU -• tlto OoY.-IIl o f 11oo,....o r10a tile opont1 .. 
or \Ito , __ .a.n, 

1Mpoa4lq to ,....r tllJ'\Ilor 11a ,a1rr, I • oworo ot DO objon too 

to \Ito ,ropaaa4 ,.....,., 

IMp&&lfllllJt 
.. ., .... 11. l ookooa, 
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1'111: IUSHOO'II:IIi i'O.>,.' liARCK '1, l~'7, 
..,~ P) • 1 a nn 1. . 

• • • 

• roW.d the Onited Sta.t ea a.Jtho; lt.!QJ Mve t.JV 
ebJeot1on !.!' t.w !"'re:.."~ .,«.Jvorr."M .t :~ co:-.c buJ.'.( -.~r 
t int tn lew t or"'• n eb,.., J . P. J.1o:-ct.n 'l .. o. , to act. 
• • Lite •a• nt. Ll t .e U . .J.c.ua S~t.• "o' '-he #~'""iJOH ot 
pql.nc coupo.c. o~ the ;>J.:r)OHd lo-..,"' 1a "'•t:~a -,.he.,;: e 
~nt 1a r• ueat«< ln dol.lAn. 

• rb.Ue t !l• Tr~-.u ... 7 c.aru-.ot, o"' '·"'l wt , •~posa 
flfi \lwr U.a dik;p:o:Y&l o' C.:te .;N;KJ~a- o~ the r renc.:b 
I OY•roMnt to 1asue 3 lo.:o n ;r.l,fa.bl• in ""1t be.r "1·ance, 
pound• or c"ollare e. t. t lto op:.lon or t.ht~ hol der , oo·••r­
th.!Na, in r-e iponM to yvur apecl"'lo 1n .. 1J Uy an<l la 
Yi .. ot !»ertean le(iel~tion, 1~ doea tnvl••u• oUjec­
t 1ou.a to t he a~;olotuent of "'" 'tl • ut Jn .~•• Yo:-k for 
the v- .. -· or oal<i'll auc~ ·~n~. in uollart . (lt 
•• l..oa.rraed th&t. no ~c:tt. o t.'\6r t.h&n J . :>. l.So:-.i-.rt & 
C., bold be<Jn COM1c!ored . ) 

••a.cretarT lo:"ge.nt~u ep;~cl.atee t~t o-o?U'fLt-1•• 
att t twie o! Siniat.er •·~·riol ln 1'!'\'orahli) b..L"l o' t!le 
de\&Ua of the ~'1Junc1al .,,...,. .. .,.. o f' t !':e ,.l'e'1t!\ COYe~ 
...,t, lUI<! be!>- t!>at t~e new lo'n • ill N o cnat 

~·· ·· 

I \ 

• 

I 
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DEPAllTl!Zl!T OF STATE 

FOR T:il Pru:Cs APRIL 27, 1934 

~quiries have been received at the Department of State 

as to ll'het;ler tho Aot of Congress approved April 13, 1934, 

to prohibit f inancial tr~sactiona ll'ith foreign governme::~ta 

in default on their obligations to the United States, aP­

plies to ordinary commercial •aooeptanoes or time drafts,• 

suoh as are used by for eign governments to finance the cur­

rent. requirements of thei r e=bassies and consulates in the 

Unitod States. 

The Department of State and tho Attorney General are 

i n agreecont thnt such instrw:~ents do not constitute •obli­

gations" tTithin the purview of the Act . 

::25 

Oortnin other questions that havo been preoented re­

garding tho interpretation of tho Aot are under consideration • 

••• 
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DEPARTMENT OF STATE 

FOR THE PRESS IUY 5, 1934 

The Seor&tsry or State hns 
ious questions per taining t o th r~oeivcd an opinion upon vnr-
entitled •An Act t o prohibit e ot or Apr il 13, 1934, 
fore ign government in detoultfin~nCiAl transactions with any 
Stat es• , known as the J ohnson ~~tlts~bligat1ons to t he United 
concurs in t he 1nterpret8 tion ot t h Ae Depnrtoent of St Ate 
Attom oy General's opinion. e ct expr essed 1n the 

Following is the ful l t ext ot t he Attorney Ge 
Opinion: neral

1
s 

Sir : 

DEPARTMENT OF JUSTI CE 
Washington 
lilly !! , 1934 

I have the honor to r efer to your letter or Aoril 17 
requesting my opinion up~n various questions under. the Act 
or April 13, 1934, e ntitled •An Ac t to prohibi t financial 
t r areact1ons with any !ot•eign government 1n default on ita 
obligati ons to the United States• , which reads as follows: 

"That hereaft~r it shall be unlawful within 
the United States or any place subject t o the 
Jurisdi ction of t he ~n1t~d States tor any peroon 
t o purchase or sell the bonds, securities, or 
other obli~tions of, any foreign government or 
politica l subdivision thereof or any or ganlt.ation 
or associ a tion acting t or or on behalf of a foreign 
government or poll tical subdivision thet•eof, issued 
a fter t he passage of this Act, or t o make any loan 
t o such f ore i gn government, political subdivision, 
orgeni zation, or association, except a r enewal or 
adJustment of existing indebtedness while such gov­
ernment , pol iti cal subdivision, organization or 
assooia t1on, is in detaul t in the payment of its 
obl1~8t1ons, or anY part ther eof, t o th" Govt!rnoent 
ot t~e United States. Any person viola ting the pro­
vis ionsor this Act shall upon conviction ther• of ~e 
tined not mor e thnn $10, 000 or i mprisoned t or not 
mor e than t1ve year s , or both. 

. 
•(1) W!Jat Govexnment s , pol1tion1 subdivisions, or 
assoc i Ati ons ar e in default on their obli gat ions to 

•sec . 2. As used ln this Act the t erc 'per son ' 
includes individual , partner oh1p, cor porat ion, or 
assoc iat ion other t han 8 publiC oorpore tlon creat ed 
by or pursuant to speclru authori~tion ot Congress , 
or 8 corporati on in which the Government of the 
United St

0
tes hRS or exercised a controlling in t er­

~et through stock ownership or otherwi se.• 

Your questi ons, in the ordor in which they are s et forth , 
my views ther eon ar e str~te~ bulow: 

the United Sta tes?• 
•Detaul t• i s 8 common word whi ch conveys at once a known 

neaning, but 
88 

applied t o particular s1tua t iona, 1 1t is o;ten 
p matter of uncertaintY whether or not or wh!n 8 default \ 
hno ooourrod. concerning 1t, Chief JustiC e :.yre declared in 

.112! 
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327 
-2-

~oe v . Dncre, 1 a & p ~0 not kno~arger .or l~ose • 258; 126 Re9r1nt 98?, 891 "I do 
CiVil linb111ty the fol l owi ~Ord th~n 'd~tnult ' •; but ~£ to 

ng d~t1n1t1ona ~r< enl1gnt~n1ng: 
•as u•ed in such an i t ( it can mean only the nonp n~ rument n cont r r.ct ) , 

n failure upon the art er orm~nee or n contrAct -
pnrties to do tha t ~hicho~eo~edor the contract i ng 
(Sixteen hundred Tone ot Ni tr~t~c~t~n~ted to 1o. • 
61 Fdd. 849 , 851.) o II v. McLeod, 

1 t 1• I n onfe senev • nny failure 1~ a d~ l'nul t whe•ber 
nr sea r om the omiae ion t o pe r to ' ' !rom a negl ec t o# d t I rm a contr.~ct, or • u y. n m~ny reported c~•es the 

omleA1on to pny n debt or to perform 11 eont>;l\ct 1s 
OFpoken ot ns n default . • (Burrill v Croonmnn 69 
ed. 749, 75::> . ) • · ' 

Ho.,ever, t he word c!Ulnot &'\!ely be nccepted as importin 
eo 1nolus1vc n !li@ll.iflcnnco 1<hen it i o uood in ~ pe~ &t~tu~e 
AG poi nt ed out oy t 3e Supreme Cour t or Nebra•ka in State v. • 
Hooreo, 52 Neb. 770, 787, upon considdrntion or a constitu­
:ional pr ovis i on ~hich r endered inel igible t o public ottice 
rny per son who ie in defAult as collector ~r.d custodian or 

publ ic mone? or property• , which the cour t decl ared t o be 
•pe~l in ita nature. • 

Li~mnn v . Equ1t11ble Life Assur . Soc. of the United St~tea ~e F. ( d ) 15, a nd Hart suHV. HRll , meb. 4l7, each dealing' 
wi th written instruments providtng tor paymPnt at a stat ed 
tlme with grace, r eached contrary conclusions uoon considera­
tion of the context nnd probable intent ion ns to 'llhot ilor 
"defnul t" occurred at t he time spbCitied tor pnyment or at 
the end or the grnce pe r i od, thereby indicating t hat no ab­
Golutu or rigid meaning ~to bd 1\ssumod in 11 civil ca•~. a nd 
A fortiori in a criminal cnse. 

In viet~ , therefore, of the U ex1b1litY C't the t ere, and 
besrlng in mind thAt a penal statute i s to be strictly c on­
ctrued ngnine t the i mputat i on of crim1nnl itY to rn ~ct which 
is not mAlum 1n se, I think 1t 1s r equired thAt roe ae~k care­
fully troo ruthor i zed sources t he probnble inttnt ot Congruss. 
In oonneotion therewith your l etter indicnt~e p~rt1cular con­
~ern as t o Gr ea t llritein and other countries "hlch nnve m.~de 
no-called t oken payments , nnd ns to t he Soviet Gover nment 
which has no t yot , as you i ntormod ~e , rdco~nized as binding 
upon lt tho obl i gat i ons incurred by prior governmento i n 
Rueei r . I rhall, ther e f or e , indice td t o the ex t ent t~t I 
pr op.:>rly cnn, my views i n these instnncos. 

On November 7, 1933, t he Pr esident isoued the t ol low1ng 
a t il t emen t : 

"For some weeks represent atives or the Br i tish 
Government have baen conferri ng with r 6preeentatives 
ot t hi s government on t he subject of the Brit1ah 
debt to this country growing out ot the World W~r. ••• 

• It hae, t her e fore , been c?ncluded t o rd Journ 
the d1acuss1ons until certPin f~ctors in the world 
~1tuntion - commercial end QOnetPry - become more 

clnr itled. 
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clar1tied. In the meantime I 
noted the representations or thha~e as Executive 
ment. I am also assured b thae ritish Govern­
it continues to acknowl y t Government that 
course, prejudicing its~~~he debt without, of 
the matter of its readjustment&~~ ~~ present 
December 15 1933 it ,.111 i • at on 
of this ack~owledSment by t~eve tanglbl~ expression 
one-half million dollars in Un~~~deSntt otf seven and a es currency. 

"In view of these repr osti nt ti 
ment and of the i mpossibility, a~ t~~:·t~~eth~fpay-
psa~ijng finally and justly upon the r equest' tor a 
r ea ustment of the debt, I have no personal tesi 

Go
t ntion in saying that I shall not rognrd the Brtt1sh 

vernment as in dbfault . * 

28 

•. on the same dp,y the ChAncellor or the Exchequer addressed 
the nouee ,of Com~ons to the name effect, concluding with the 
President s statement that he would not rognrd the Britlsh. 
Government as in default. 

A stat ement of eim!lP~ i mport has baen mode by the Presi­
dent in June , 1933, shortly be fore certAin inetallmt nts upon 
tho debts wor e due . It lll unnecessary to reper t here the stAte­
ment then made or to treat further of later statements bv the 
Pr~oiddnt And their accept~nce in good t nith, except to say 
thnt Grant Britaln and c crt~in other countries made o•rtiel 
pnymentB on instAllments due 1n June, 1933, nnd in December, 
1933, with the t~xpect~tion and boll of thnt t hey would thereby 
AVOid n default . 

In his nnnual message t o Congress deliver ed nt n Joint 
mdeting of the two Houses on JanUAry 3, 1934, the President 
ot ated: 

"I expect to r eport to ~ou l ater in r egard to 
debts ow~d th,; Government and people or t biD country 
by the governments and peoples of other countries. 
Several nations, acknowledging the debt, have paid 
in small part; other N'tlons have failed to pay. 
One nation- Finland- has poid the instalL~ents 
due this country in full." (Con~ . Rec. v. 78, p. ~.) 
It does not appear, however, t hat ony further report in 

r egard to these debts was transmitted to Congress prior to the 
~naotment of tbe statute . 

I f1nd no r ecord of t!le exprese ion or tlny vl ews in the 
Bonate upon the meaning or the ·Mord "default " ••hen t he bill 
wee under consideration, but the matter was consider ed in the 
House, as indicated bY the following excerpts rrom the Con-

groooionnl Record. 
•Wr. BANKHEAD. Undur th18 bill, whllt would be 

the sta tus of governments like England, that made 
n so-called •token payment,' but hae defaulted in 

the main? 
•wr. McREYNOLDS. The President of the United 

Stotee, os I understand it, has b~ld t~~t they are 
not 

\ 
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( 

not in detault.• {Cong. Rec. Vol. ?8, p. 6192. ) 
•ur. BRITTEN Doe t h 

the gentleman tro~ llew ~ork e (~entlem•n agree with 
governments which have made r. F'iah) that those 
will not be held in detault a small token payment by our Government? 

"Mr. JOHNSON of Texas I 
t ha t . • (Cong. Rec. Vol. 78; p. ~~9~~r so sure about 

• • • • • 
"Yr. JOHNSON ot Texas Yes . the lo 

is broad and comprehensive ; but the ques~~~g~f 
what c onstitutes a default io one that will ha 
to be determined by ths t erms or tho ori inal ~~n­
~~~ts supplement~d by any subsequent n~eementa 
V 

may have been lawfully made . • ( Cong Rec 
ol. 7 8 , p . 6195. ) • • 

•ur. KLOEB. Since that time we have beheld 
tho spectacle of all these debtor countries, seve 
one , either actual ly defaulting in the payments 
of t he installments as they become due cr making 
a eo-called 'token paycont 1 ln ordar t o avoid the 
ugly word 1ddtault . •• (Cong. Reo. Vol . 76, p. 6197. ) 

"Mr. BRITTEN. Mr. Speaker, I om gol .ng to vote 
tor this bill beoauee I have, to my own satisinetlon 
nt l dast, concluded thnt any nation or Eur ope 1n 
ddtault of any portion of 1te lndobtedndss, 1nter dst 
or principal , to ue is included ln the intention of 
the blll. 

·~ real i ze that ln t he tollowlng statement I em 
disagreeing with the cbal rman or t he committee and 
probably wlth the ranking llember on thle elde, but on 
~age 2, ln speaking about the i ndebt edness it says , 

While such government 1& in detnult in peycent of 
ita obligation or any pnrt thereof.' I tall to see 
why England with a surplus this ye~r or $160,000,000 
in her trea sury, or France, with countless millions 
ot gold 1n her treasury, more gold in her treasury 
per oaplta t han we have, and governments or that 
type should be eY.cluded rrom t he provia ions or t hl s 
blll, nnd France is not, I r dal ize, just because they 
ml\de sooe ins1gn1 floant token paym~nts !'" account or 
their vast obligation to us. 

•It the St ate Departmen t wer e to exclude thoae 
nations from the prov1R1ons or t his blll then Czecho­
alovak1a , Grant Britain, Greece, Italy, Lntv1a, 
Lithuania, and Ru~~nia would be oxoluded because 

they have all made uome· amall payment . 

• • • • • 
•Yy c ontention is that the St~ te Department 

should not act that way, nor bas it the authority to 
presume that because an infinitesimal payment bas 
been made on an indebtedness or billions it takes 

that 

\ 
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6198. ) • 

(ge class and puta i t lnto ~ 
ong. R~c . Vol . ?8, pp. 619?-

Mr. McReynoldo wne i h 
niderat i on by the House a~dc ~~g~ ot the bill dur ings its con­
by the court s in oonoidering s ~efora , under the rul es applied 
view that Grent Britain and otu procoodingc, hi s appnr ent 
wor e not t o be deemed in defau~ir ~ountriea aimilarly s i tua ted 

' s ent1tlod to special weight. 

Moreover, the President b 
equally with the Houses or c~ Y signing the bill , psrticipnted 
meaning or words employed in ~~~ss and hio view ns to the 
cnnnot assuoe thnt he believed Grs ~f8gre~t significance. I 
with in the meaning or the word ea ritnin to be in default , 
ot h~ expr ess statement s o~ thea: ~&Jed in tha bill, i n vi ew 
mntion as I now have befor e rn~ i t u e~dt; and !roc such infor -
olovak1n , I t'lly L vi 9/ou 'IDpenr thnt Czecho-
W1th Gr eat Brit~ln~ ~ · o~~l~~!hu~~la rtnll in the snme ca t egory 
oountr 1a s r t . • eN ore , thP t these f ive 
t eres of t~aeA~~ 1na:U!~~i~~~sent t1ms, in default under the 

Beyond thls n opec l fic answer ae to whnt ~overnments 
political subdlviolons, crganlzatlons or aa~ociations are' in 
default on their oblig,tions to the United States would seeo 
tor N!quire " surv"y or data not i cmedintely nvnllable to this 
o flee, but in general lt ~Y be said, in the words of the 
statute, that a 'fore ign government , polltlcnl subdivision 
~rganizntlon or naaoclation i s in default"' 1f 1t has failed 
in the payment of ito obligati ons, or a ny p1<rt thereof, to 

the gove rn me nt ot the Un liBd Stat ec , • acoord1n1J to i ts promine 
or under taking to pay n fixed aoount at a d• flnite time , unlees 
such defaul t has been postponed or waived in sooe comoetent 
manner or by a trnnsnotion having that orteot in la•· or good 
corals . Should any authoritative stntecent, in harmony wi th 
thls opinion, be issued ln the r6r~ of an administrative de­
claration that nP~ed countries are or are not in default, I 
should be inclined t o follow it ln~ornr ~• the Deonrt~nt of 
Justice is c~~rged with the responsibility ot instituting 
prosecut ions ln cases of v1olnt1on, thereby r emoving oisap­
prchenei on and uncertAinty to those who desire t~ avoid 
conflict with the etntut ory interdiction; nnd shoul d the 
qu~stion come before the court s it is rensonnble to bdlleve 
that they would honor nny such admin i strative d•tcrmi nnt ion. 

With r eb&rd to th~ etatua, under the Ac t, ot 11 pol i t ionl 
oubdlvieion of a detnul t 1nt count r y when the subdivision itself 
1• not in defnult, attent ion is cnlled t o the fact thnt while 
uxpuinlng the bill 1n the neuse or llepr.,aMt~t iv eo , Llr. 
WcR~ynolds stated thAt in such a case the polit ical subdivision 
ouch as 

8 
city 1n a deteultlng country, would not co~e within 

th" inhi bitions or the bill 1f the clty itself were not in 
defeult . (Con~. Ree. Vol. ?8, p. 6200) . I approve thi s view, , 
not only because of the presumpti on erialn~ trom Wr.MeReynolds 
explanat i on, but beonuse n reasorable interpretntion of tha 
statute i t se l f supports the conclusion thAt the defnult ot a 
fore i gn gover nment would not be i mputed to A pollt icnl sub­
division t hereof , e . g., n ouni cipnl lty, so no t o pr.hibit 
the pur chase or sale of bonds or r.eouri tios ot t he letter, 
1! the munl clp'llitY 1o not i t self in default. 

It 
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It has also been asked Wh h 
the COQmonwealt h or nations wh~~her or not Canada, a cecber or 
i a t o be r egarded as a ol1t compose the British Eap1re, 
The question should rop rl ical subd1vlalon or Great Britaln. 
this conclus i on was ~u-:st!d b~n ~~~sred in( C t he re gatlve , and 
p. 6195), but Jl; appear~ to b greaa ong. Ree. Vol. 76, 
s i on above stated concerninget~~~~~~~~o~n0;i~w or my conclu-
~P~!~~~v!~ ~~en~~l~~!~~~l~: political oubdivi~~~=~· ~!nadn, 

"(2) To What types of transactions does the Aot apply?• 

The Committee Reports (8. Rept. 20 and House Rept. 975, 
73rd Cong.) r ecite that the blll was intrOduced following an 
investigat i on by the Senate Comc ittse on Finance and the r eve­
lation therein that 0 bllllons or dollars or eeourlt1es ••• 
offer ed t or sale to the American people" wer e overdue end un­
PAid; that some ot these •rorei gn bonds and obligations • • • 
wer e sold by the American tinanoiurs t o make outrageously 
hi gh profits•; and stated a purpose •to prevent a r ecurrence 
ot the practices which wer e shown by t he 1nveet1gat1on t o be 
lUtle l ese than a fraud upon t he Ame rican people • • • t o curb 
the rapacity or those engaged in t he sal e ot r or elgn obl1ga­
t1ona • • • .• 

Th1a, I tblnk, is 1nd1cat1ve ot a purpose to deal with suoh 
"bonds" and "securities• and with •other obligations• of like 
nature, observing the rule ot e jusdem gonerin - that 1s , ob­
ligations such as those which bAd been sold to the Ameri can 
publio t o raise money for t he use of the foreign go vernments 
i ssuing them - not c ontemplating fore ign currency, postal 
m~ney orders , drafts, cheoks and other ordinary a ide to bank­
ing and commerc ial transactions, wh1oh are 'obligotions' in a 
broad sense but not 1n the sense intended. It wns obviously 
not t he purpose ot the Congress t o discontinue all co~erc1al 
r elations with the defaulting countries. 

1(3) llbat const1tuue a r enewal ot an existing 
Cl'8d1t1 1 

Your Legal Adviser bas concluded, 1n the mecorandum trans­
mitted with your l etter of April 23d, that: 

•It would seec that any instruments which woul d 
be issued tor the purpose of repl noin.g the evidence 
of any existing indebtedness would oonotitute a re­
newal or an adJustment of an existing lndebte~~e·~uld 
It new bonds were issued to r eplace old onee, bl • An 
seem that such a transaction would be perm18en ~· Y 
ins t rument gi ven i n satistadct~~niorb:~i:~:lono~mean 
oxieting indebtedness woul • s • 
within this exception.• 

·· . t his atetecent, but obviously ·it 
In genaral, I a~pfov: in each caae whether or not what 

will be a question o dacr ith t o the me ro •renewal • • • ot 
is done amounts in goo a 
ex1st1ng indebtedness. 1 

apply to aooaptance ot tice drafts? • · 
1(•) Does the Act 

Tble 
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This question appears t o be suffloiently answered by the 
COillQI!nto under ~ustlon llo, 2, supt•a , It appears proper t o 
add, however, that such transaotlons must be conducted ln good 
fa ith, in Order t o be within the law, and not ae mere eubter­
tug .. e t o circumvent its purpose. 

'( 5 ) I e t he present Soviet Governoent, ns the 
successor t o prior govert~ent e or Russia, t o be re­
garded aa in default, in view or the t act thnt no 
payment has been made on the bonds i ssued t o the 
Government ot the United States by t he Provisional 
Government, on account or loans made t o that Govern­
me nt by the United States during the period of the 
war, t hu Provisional Govern ment having been t he 
i mmedi a t e predecessor of the Soviet Government?• 

The pr oceedings in the House ot Representatives indica t e 
acceptance or the view tP~t our Government r egnrds the Soviet 
Government ae r esponsible t or the obll gntlone incurred by 
prior Russian governments . (Cong. Reo. Vol . 78, p. 6192. ) 
The position or our Government in t hi s r espect accords with 
accepted principles of int ernational law, as illustrated by 
the f ollowing authorities: 

lloore, Int. Law Digest , v. 1, esc. 9S, quoting Secretary 
ot State Adams (Augus t 10, 1818): 

'No principle ot inter nat i onal law can be more 
clearly establ i shed than t his: Thnt the r1shts and 
t he obligations ot e na tion in regord t o other 
St ates are independent of its internnl revolu~ione 
ot government. It ext ends even t o t he onse m con­
quest . The conqueror who r educes a nation t o his 
sub j ection r eceives it subj ect to nll its engage­
menta and duties t oward others, tho fult'lll.JIIent of 
which then becomes h1s own duty, • 

H IQ.leck, Int. Law (3d ed. ) v . l, P• 90: 

'Public debts , whether due to or from the 
revolutionl~ed State, are neither cancelled nor 
affected by any chAnge in the consti t ution or 
internal government of a State.• 

The sage rule is stated, ln eubetonce , 1 1ni0~e~;'1t~~~=~-
i (12th d ) v 1 p 26 and in an op n 

t nr ea e • • • A 'G 583 584 In connection with, 
Ge ner al Grigg;• ~2 ~~;se ' st~teme~te the authors c ite 1 Whart . 
end in supper o • 5· Hell Int. Lew, (4th ed. ), PP• 104, 
Int. Lnw Dig. • sec. • • d Gene I PP 70-72• 
105; Rivier, Prlncipes du~ D~oi: E~e 6g.'vatts l; Droit' des 
United States v. MaoRae

0
• . 1·o~:197 . G~oti~s. de Jur. Bel. , 

Gene, lib II, ch. XII, • ""' • 
lib I I , cap. IX 0 8. 

• stated in Congreae (Cong. Reo. 
This view, in tact, " 8 sted t he insertion or the p.ro-

Vol . 78, P• 6192) t o bave suSS:ute excluding from its opera­
vision in Section 2 ot the ~~lled by the United States, which 
tion public co~lons ~"the traneaotiona prohl~ited t o 
are permitted to engage i ona 1t ndm1n1Strntlvely 
individuals and privatebclorpoiatther~tore , regard the Soviet 
de t ermi ned t o be desire e. • 

Government 

\ 
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Government as in default within th statute. • e conteiOplstion or the 

'(6) However the last question may be 
~~e~=~=~itc~n !~e GoSoviet Government be cons idered 

d o e vernment of the Unit ed States 
pen ing negotiations that are being had with a 
view to arriving at the amount of the indebtedness 
d0~8thfrom0 the Soviet Government to the Government 

• e nited States?• 

Beari ng in mind what I have Just stated in r esponse to 
your fifth question, I am aware of no principle or law under 
wh1ch a previously existing default is waived or overcome be­
cause of the mer e pendency or negot1atione 'w1th a view to 
arriving at the amount or the ibdebtedneas due,• assuming that 
there is any uncertainty 1n this regard, although of course 
the matter might be affected by the outcome or any such ' 
negot1at1one. 

'(7) Would the i ssue and sale in the Un ited 
States of 'scrip' or runding bonds in part payment 
of outstanding obligations be i n violation or the 
Aot?' 

This question appears to present only a detail or the 
matter treat~d generally under Que s tion No, 3, and the same 
answer 1o applicable. In other words, such "scrip' or 
•runding bonda" are authorized if i ssued in t he bona fide 
•renewal or adJustment of existing indebtedne as,,.----

I t is made unlawful, as I have said •to purchase or sell 
the bonds, securities, or other (similar) obligations of any 
foreign government • • • issued after t he passaf e of this Aot, 
or to mAke any loan to such roreign govern10ent • • except a 
renewal or adjustment of existing indebt edness.• The word 
•renewal' needs no definition by me - it is frequently used 
a rd oommonly understood 1n banking, business and commercial 
traneaotions- and the word •adJustment, ~ relating to acoounte 
or claims, has been used in our statute• since the formation 
of the Government. (See the Act of September 2, l7S9, l Stat. 
65, and the Act ot March 3, 1817, ~ Stat. 366) . It is used, 
I t h ink, in the senae or compromising or detdrmining how much 
1a to be paid, when and where, upon what terms and the like . 
Thus an adJustment or ar. exioting indebtedness within the 
meaning ot the Act i s any l awtul arrangement entered 1nto in 
good faith between the debtor and t he creditor which compro­
mieeo or determi nes the amount to be pa1d by the debtor to 
the creditor and it may i nclude other dotails of composition 
or settlement. 

Respeottully, 

HOXER CUIIIIINGS, 

Attorney General. 

The SECR£1'ARlC OF STA'I'E. 

-
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RB STUDY OP on..SI'l'OA'I'IO!l October 4, 19~9. 

ll a~ a . m. 

'234 

Present a 

H. M. Jra 

Viners 

H.M.Jrl 

Viner s 

H. 1.1 . Jr1 

Pul es ton a 

H. J.I .Jrl 

Viners 

H.a: . Jra 

llr • 1l'h1 te 
Mr . Viner 
llr. Cotton 
Captain Puleston 

I'm trying some thing new here 
Captain Puleston, don't you! • 

Oh, yea. 

You all know 

And I don't know whether it will work but we 
will try it. Captain Puleaton ia do~ aome 
thing a tor me on oil. He baa a lot of liS terial 
Whieh baa been 1Urn1ehed to hila, and then I 
asked Dr. Viner to have thia man - what ia his 
nallte! 

Dr. Egloff. 

The thouGht that I had in mind waa we could pool 
all of this stuff together and get i t down eo 
that I ean a bsorb i t and 1 ean g i ve something 
to the Presid ent. I thought I could ask Harry 
Whit e '• • taff to take this stuff , both what Viner 
had and what you (Cap t ain Pul oeton) had, and work 
it up and then give i t to mo , do you aee! Would 
tba t break any confidence thot you hove nith your 
people! 

No. That would be quite all right. 

How about you! 

I was juat talkinl; along those linea with l!r. llhite, 
Mr. Secretary. I think that 1a fine . 

I have got you (Cotton) on the theory that you are 
going to have this new aui~nt, you see, down­
stairs. It is something I didn ' t want to wait. 
If this goes through, what we are talking about 
is to have Mr. Cotton work as an ambassador between 
these three economieta downstairs and me and these 
other three ~~ten downstairs and me and between the 
others . I don't know whether i t is going to work, 
but we are trying it, you see. In other words , 
i f I ask the three eoonomie ta to do anything, 
Mr. Cotton i s to know about it or it I a sk the 
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otber peopl e he is to 1m b 
h1mkto lose at l east teno;c!n~\!tt~,/r!~~ct 
wee • s this all right with youf 

Puloo tons Perfectly. 

U. W, Jrl With youf 

Vinor s Fine. 

H .~. Jr1 Harryf 

Ylhito : Yea , we have o.lroad:y talked ab011t it . 

II, Jt . Jr : 'Ibis would be , I th1nlc , tho w.:y to do it and 
then I would like aw!ull:y 1f I could have some­
thing l!onda:y to show the President on the oil 
situation. 

White s 

Pule a tons 

H. !L . Jr s 

White: 

u.l.: . Jra 

Today is Wednesday. You will have somethi ng. 

And then • •.. 

We wi ll cl ear all through to llll\k e sure that •••• 

They usually make those about every two weeks . 
They could make them ort ener if i t was cri t ical. 

No, no . 

How, another thinG wh.ich f l ows into thi s thing, it 
1a up to you to got i t (Cotton) . Polli o over at 
tbe Coast Qua.rd baa sot • epoc1al watch on all 
oil tankers which are aa111ng. '1ba t ought to be 

1ncorpore ted 1n tbio. 

And then Harrla baa oome tnro.-tion or can e;et 
aotl<l additional i nfo,..,. t i on to use on tbe tanker 
situation. ne can contact him· That is part 

of t he problem. 

I don' t know whether there 1a ouch a t hing , but 
i n t he oi l a dminis tration under Mr. Ickes ' offi ce 
I wonder 1f he has an:ybody whom he could l end us 
who knows the world oil situation and follows it. 
They have an oil administrati on. 
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Whi te a 

H. ).I , Jr s 

'l'lhitOI 

H, II ,Jrt 

Whi te s 

Viner a 

0 ll'hite s 

H. U. Jrt 

\'lb1 te 1 

H.U. Jr t 

\'lhi t e 1 

H. II . Jrl 

Cotton a 

I! , IC ,Jrt 

Whito l 

H. Y. Jrt 

Vlhi to l 

0 

- :! -

Woul d you need to borrow h im or would 7ou need 
to make arrangements morely so that he would be 
a vailabl e to advise and aeai•t and then whatever 
con.ferences we have he could at tend and comment 

'3 36 

on the memoranda , and so on , ao we would get the 
benefit or whate ve r they have there and his advice . 

li there is aomebod7 over thoro who thinks 1n tenns 
or world oil production and conaumption , if there 
is an7bod7 over there •••• 

And there is aomebody 1n the Bureau or !!ines, too . 

Well, that 1s Ickes 1 ohop . But 1t there is 'such 
a person, I think he ought t o be pulled in. 

I am sure there is such a person because we have 
contacted him. 

'1he7 run it poriodi eall71 aeo . 

Bu t I think the requeet should go t'r<>m you to him. 

Pardon? 

'!he request should go trom you to h im. 

I will phone Jlr , Ickes . I don 1 t want to do anything 
that isn ' t right . 

You woul d lil<e to find out llbo 1t is before yau 
speak to himT 

Yes , Then 1 can phone and aay we are doing this 
job and tell thia """' t o cooperate with the Treasury . 

we will find out who 1.t 1e and then lot you know. 

I don • t want to do 1 t unless the follow roally 
contributes something. 

They htlve a lot or information and they couldn ' t do 

an7 harm. 
Have they informati on outdde the United StatuT 

Yea . 
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Viner a 

Puleatona 

H. ll . Jrr 

Puleaton: 

H. U. Jr: 

Pule a ton: 

H.U. Jr: 

Whi te : 

B. M. Jra 

White a 

B. ll. Jra 
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1'lha t I find 1s that qui te a tew people in town 
~~e worked on it at ono time or another but no-

y ie working on it at th1a moment . At vari 

~ 37 

~i~~t ~~e~o~~u~•~o;~~ on it and then gott~s 
moment working on it. anybody who was at thia 

'Iba t <lata would be a good background but the situ a tion i s c"·~-tn.. it ... ' -~ o• ao ~• got to be kep t current. 

I think i f we had it over t wo weeka that would be 
all right . 

'lba t would be pl enty. 

I think every two weeka would be good enough. 

It i s going to be 1ncrsaaingly more cUff1cult to 
get it. 

\"/ell. ••• 

Is the Maritime Comm18a1on in tereoted at all? 

Tbore is no reason why, that I know or, that Bailie 
or lhrgess or Smi th should know about thb. I don't 
know any reason why they ahould know about thia . 
I t 1s no concern of tho irs o.nd they can't contribu t e 
anything, see. There ia nothing they can contribute , 
so I don 1 t know why they should know about it. It 
ia an as d~ent fro~:~ me wh i ch the three "E • s • a re 
involved 1n and thereby, I want you (Cotton ) to 
know a bout it, but I don' t know -.by they should 
know about it because the)' can 1 t he l p ua . 'lhe lese 
people who know about it, the better. 

Did 7ou say somoth1ng , Harry? 

I waa going to say that one ot the important problema 
here i s with r egard to the availability of tankers. 
Either Barris or somebody would have to contact the 
Mariti me Commission or somebody in the bi g oil 
companies who have arransements with the bi g tanking 
a saoci ationa aa to what they ahall or shall not do . 
That i a an area we can't get at here . 

we can get at 1t through the Standard 011 of New 
Jersey. Jay Crane up there can get anything I want. 
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n. M. Jr: 

Pules ton: 

Cotton: 
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Viner : 

\'/hi te : 

Viner : 

H. :r. . Jr: 
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r 1 •• cou d , but the re 1s - he CO\> lcl f or his own 
!'fit , but there 18 a question ae to whether he 
ron sooe of the otho rs . 

out­
cwl~ 

If not , Get 1t tlu•ough tho l·la r1t1me Cor.~m1ss1on . 

'J'hen we contact tho :.:ar1tlme Commission . 

Let Basil Harr1.s <lo 1t, 

'!'hen ';";6 ca.n just ~;1ve hiJ\1 the problen . 

I tl11nk t.">let covers that, <!oosn•t it! 

Yes . 

You ll re not brealr1n:: any confi d ences? 

Oh, no . 

You see whc t this would rio? 

I do , I think 1t 1s n splendid 1d oa , It \1111 hel p 
mo . 

You have no s tnf!' . 

llo, it \<111 help me . 

And then • e "111 .;et up tho ban1c docunent every 
two weeks . 

Yes . 

1•111 you (Ceptn1n Pulcaton) turn 'ovor t!hst you 
have to lihite end ;rou ('.'1nor) tu rn ov~r whe.t :;au 
have to flhite? Scoln, that you had the i d ea , !o 
it all right? 

Sure . 

There would be more t11o.n a ques t1on o! turnlll£ 1t 
over, It i s a ques t1on of work in~ toec ther on 
thi s . 

I will keep 1n touch w1 th Harry . 

I woul d liko to talk to Puloaton a minut e . 
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