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1!8 UTili AJIERIC#.ll PROBLKII Oc tobe7 11, 1~3~ . 

~··6 .... 
Preaenta 

B, lf, Jra 

Mr. Bailie 
Ill'. Cochran 
Mr. Cotton 
Mr. Viner 
Mr. R1e~ler 
Mr. Pole7 
llr. B&nee 
llr. Wh1te 

Johnn7, can 7ou start tlliat Well, I will start it 
tll111 wa7 , Tb.is ia What I was th1nldng or doina, 
When I go oYer to aee l(r, Bull, I - going to ahcw 
h1m thie letter of S•pte.-ber 8th, Wllich I have not 
an~~wered, and I want to ahow h1m th1e , on page 2. 

"I abould 111co to add that it ie tM underatand1ns 
ot tho President that a ll propoaale shal l before 
coming to the committee ~or consideration be brought 
to the attention ot tM Department ot State and 
only UpOn the r&COIII!Iendation Of the Depart.!tent Of 
State will any parti cular plan be considered or undel'­
taken b7 the cOIIIIIdttee. • 

That 1a the onl;r thing that bothere me on thie and 
then on September 13th we got the letter 1n which 
Wel.lea aa;r•, "The letter eent b7 the Secretar;r or 
State on September ~th regarding the handling or 
-ttera in this field baa clar1C1ed the eubjeot. • 

Well, i t haan 1 t , ae t ar aa I - ccneerne.d, 

And then the one dated October 4th, wllicb aa;ra, "'lhere 
is no expectation that an;r agraamenta lball b• rsached 
at Guatelala or an;r negotiations undertaken, • That ia 
what I waa goillg to sa7, I waa going to aa;r, "l(r, Bull, 
bare ars the two letter• and aa tar aa I aa concerned, 
aa long aa eve1'7th1ns has to originate with the State 
Depar-nt, it that ie tbe wa7 7011 feel, that 1a all 
r i ght with ae, And tlwn aa aom.e • tter COIDea up that 
baa to do w1 th finance and 1t 7011 care to aal< ae t o 
go into tbe •ttor, I - will1ns to do eo, but aa I 
wrote ;rou on August lat, it we do go into it, I will 
t.•e to get that whole p i c ture -• 11h•re is Cottont 

Aak Mrs, not& ~or a cop;r or that letter, will 7ou 
pleaaet 
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Haneu 

Hanes : 

H. t.! . Jra 

Hanoaa 

Ea111e: 

Hanes : 

- 2-

I want to stick by that letter, Can we make those 
two th1ngs - '10U don't want us to start an,.th1ng 
without originating it. 0. K, I don't want to 
got in on ~,.thing unless once we are 1n it - I 
don ' t want to be torpedoed the wa,. I was on the 
Brou:111an thing, 

Yes , that is what you mean to aay, all right. 

I will refine that . I can go through the whole 
thing and then the other matter ia, I want to say, 
"!low, !Jr. Hanes i s Undersecretary or the Treasury 
and i t i s of tremendous importance to me to have 
him, and letting him go to Guatemala would be a 
great sacrifice for me and for him and in view or 
this thing of October 4th, 'there is no expectation 
that any agreement will be reached at Guatemala or 
any negotiati ons undertaken ' why send a valuable 
man like Ur. Hanes down there to look at the Guate­
mala costumes of the ladies. I don't know whether 
be wants to o r not , 

Under those circumstances , I think it would be 
proper for tile State Department to continue thia 
Guatemala business and Feia 1s going anyway and it 
seems to me it i s absurd unless we want a vacation 
to go down there and sit down and write letters 
back here to this group of t wenty-one that be baa 
invited to meet in Wa shington. 

You had your va cation in July, 

Sure. It seems like a waste of time and money and 
everything olse and 1t 1s going to make us look 
like monkeys. ·.;e can't look like anything else. 
'1ba t is all you have got to do • is go down there 
and look l ike a monkey, 

Unfortunately, the Undersecretary of the Treasury 
would be made to look l i ke a monkey because he would 
be the ranking delegate at the head of a thing Which 
they sa,. 1a to do nothing. 

I Uunk you could saJ tha t in a perfectlJ nice wa:r -
maybe Welles bas got an idea we don 1 t understand, 
but I think you could say 1n a perfectly ni ce W&J 
that since i t i s the State Department ' s function 
according to that l atter to originA te these 1deae , 

2 

\ 

.. 
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S. M. Jrs 

Bane a a 

R1etlera 

B.~ .Jrs 

R1efler : 

11h1t ea 

B.M.Jra 

White a 

B. li.Jra 

White a 

Ba111ea 

- :5 -

it 1a not the Trea8\l17 that wants to originate 
them, they want the State Department to orig1nate 
them, and it would eeem to me just nothing but 
c01111110n een.ee that they aencl the State Department 
down there and let them origin& te the 1cleaa and 

when there are economic probl ema eolldng into it, 
that we be called in. 

When you say economic, you. moan financial' 

Yea. 

Are both committees meeting at the same time' 

I th1nk the;r a tart the same day. 

Can't they be ab1tted' I ah011ld th1nk that would 
be the more sensible thinS to do, to aeo that they 
don • t conflict. 

Y011 still have this thinS, "There 1a no expectation 
that any a greomont will be reacbod at ouatomala or 
any negot1at1ona undertaken. " 1lh3' in hell aend a 
valuable man like lla.nea down to Guatemala' 

3 

Mr. Secretarr, your poait1on 1a quite aound but I 
merely want to remind l'0\1 of the poai tioo y011 took 
when that thinS waa 1'1rst started. You didn't think 
anyth~ would eome ot i t. 'l'hey, in return, pressed 
you to have the meeting, it only to have the llinhters 
1110et eacb other and the Treasury present there to 
diacusa thinS• 1n general, even though they weren't 
nry bopetul. that anl'tbinS woul.d ~e ou.t of it. 

I will remind you, it I am oorreot, that Mr. Welles 
put it on a strictly personal basis and asked me to 
ooopera te w1 th him on this thinS• 

I was goinS to say, therefore ••• • 

I remember Wellea eaid, ••• a peraonal matter, I am 
aakinS you to go along with me on tbia OUatemala 
thing. • Am I right on it! I think so. 

I didn't know whether it waa the Preaident or Well••• 

'lbere are two great facta , t1ra t , the war , and the 
lloT-ber 16th cc:mterenee apon.eored b7 Mr. Well .. , which 
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White a 

H.!i. J:ra 

Wb1t01 

Hanes: 

ll , !II , Jra 

BaUiel 

- ' -
ia primarily a !1nano1al oonterenoe. The big 
meeting 1a the twenty- one here 1n Washington. I 
think those two great d1!!oreneea give an oaey 
ny out !or llr. Hull it be wiebea to have it, 

I was going to say that tbore!ore the •pbae1a 
abould bo a little bit earetul not to place your­
eel! 1n posit~on or sa~ng. ~e know all this,• 
when you agreed a year a go. Therefore , it aeema 
to Ill& that the emphaa1a ought to bo that at that 
t1me you did not undoratand that there might not 
be some negot1a tiona going rorward, that 1n !aot 
the illlpl1cat1on •s that aometb1ng uaetul might 
be aeoompliobed but that this letter el1m1n•tea 
all that poas~b1lity . I mean it ought to be that 
way so ae not to ••• • 

We agree to do something on llr. Welles 1 personal 
solicitation and 1n the meantime he seta up a 
now group to meet 1n Vlaab1ngton. I don 1 t have to 
be so ~nd1rect, Harrr· I just sq that tba State 
Department bogged ua to do this thing and on their 
personal solioitation I agroed,aga1nst 1111 better 
judgment. Now, on the same day thor are going to 
have another ~roup bero who are going to have the 
power. I don t want to have anything to do with 
it. 

Would you want to retresb your -mory at the timet 
I think it waa tho Pru1dont that asked you to 
parti eipe te . 

I think be ia right, Barry. I think Welles eame 
over bero and asked b1m i! be would send somebody 
down to Quato-la as a personal favor to Ilia. I 
remember he told me right artor that , 

Evon it the Prea1den t asked me to do ~ t • a1nco they 
are going to have another conterence opening on tho 
same dey, I don 1 t want anything to do w1 th i t . 

I think all yau. would have to read aloud to Vr. Hull 
1a the laat line 1n the telegram which says that 
llr. Banos could -u up things to Vr. Welloa. '!hat 
1a 1n tlio telegram where the)' are talldng about it, 
tho suggestion 1a that the Unde rsecretary might 
-11 up recommandet~one . Not even by aonclin6 .... 

4 

( 
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Cochran: 

l!. li. Jr: 

Cochran: 

H. !•. Jra 

Cochranr 

Cottonr 

Ba1l1er 

CottCI'U 

mut e: 

Cotton: 

White: 

Bailie: 

Whiter 

Ba1lie r 

H.!II.Jrt 

- 5 -

'Ill& t 1an' t 1n rq cop:r. 

It ia there. Hero ia a oop1 (band1ns cop;r to 
So ere tar:r) • 

Where i .a tba t mail partt 

Hero it 1e 1n the laat paragraph. 

"Porbapa mail rocommondat1ona could be aont. • Not 
oven a end them b'1 cable. It 1s juat 1Diport1nent, 
llr. Socrotar;r, at that point. 

It 1s a good point. 

Have wo bad an:r auggoa t1on, llr. Soorotar;r, aa to 
wbo 1s go1J18 to be Cl'l tho comm1 ttoo herot 

No. 

'lho;r ha von' t even consul ted ua. 

Prosumabl;r all tho top South Americana w111 cane up 
hero. '!hat 1s another thing, they don't want to go 
to Qua temala, I ohouldn 1 t think, when tho1 want to 
como up hero and borrow mono;r. 

I suspect tba t tho time waa a elected w1 th a view to 
reduc1J18 the importance or the Guatemalan conference. 

Oh, I don't think ao, it juat happened. 

W1th1n a f ew da;ra, when you have that number or monthat 
Bow could 1t juat bappent 

It 18 all vor:r. odd. 

Yea. 'nley -•t abooat within a row da;re. 

This ia a damn good letter, tho Auguat one. 

It 1a a peach. 

And I can juat rater to that thins hera. Now, I 
read somewbe re •••• 

'lhat 11 the letter the1 never anaweradt 

\ 
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Baili e I 

l! . li . Jra 

ll&U.i oa 

Hanou 

H. li. Jra 

Hanes a 

H. M. Jrt 

Hanes a 

VIner a 
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Yes . 

'lbat is the one the)' bad tour or t h o revised 
anawera at different timeo and the)' never got 
one that aa thti ed them. 

Yea . What I thought I would abq)l )' aa)' i s thie, 
"How, thoro is no argument that i t i s up to the 
Stat e Department to e&J when we ohould begin ~ 
negoti ati ons with a foreign countr)' , but, Kr. Hull, 
i f JOU are going to· aak the Troaaur,. to partici pate 
1n ~ foreign negotiations that a ffect tinanoea 
1n Soo'lth America, then I a&J I will onl7 do it on 
the boeia aa laid down in Jtri1 l et tor of August lat. " 

How, it that 1a not agreeable, o. x. I have boon 
through tho Brazilian thing and I am not going 
througll another thing l ike that again. I am just 
not going to be subjected to tho k i nd or treataant 
I received from that Dopartlllent When I went through 
the Brazilian thing. 

Kr. SeGretaey, there is a point in there that gooa 
l ike thia, It 7 011 aro soing to be asked , go to 
the Hi ll and aak to have these agreements that a re 
made b7 the Sta te Department carried out as the)' 
will be it )'OU have prov1a1ona in them. '!hen What 
JOU ·~ 'baa a double toroa , because i t the Bresil~ 
thing - 1t the 50 lldlli on 1a asked tor, 7011 will 
be standard- bearer, 

You will have to bo, 'l'ho7 will ask 7011 right awa7. 

How, Johnn)', When I go over this afternoon, will 
)'OU and I be singing tho same aongf 

AbsolutelJ• 

Do )'OU want to aa)' s ometh1ngf 

Ho, I am pri mar117 interested, or course, in thi a 
Ouatomal an bua1ne .. , and I think we ought to olear 
that one up detinitol)'. 

I t aeOJU to - 7 011 ought to have aCIIle auggea tiona 
aa t o how )'OU can get out or thie Oua t e,.],an bud­
nasa and not merel)' oondomn 1 t, 

6 
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Banes s 

Ba1l1e t 

Whites 

Baness 

Whites 

llanest 
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I waa Just going to suggest that we turn our 111100.. 
toward ~~&king some concrete wggest1on aa to whether 
or not the Treasury wan t s to send any representative 
down there 1n the t1rat place. I think they llligb.t 
want to eand some man down, cme ~. to go with 121a 
S tate Department, but with the State Department 
carrying the baJ.l. 

Way I make a suggestion? I think there 1a ·one that 
would let the State Department and l et us out. That 
ia, 1t the State Department -.:ruld suggest that the 
Government ot Guatemala who, aa · I understand 1t , 
iaeuad an ott1c1al invitation, that in view ot th1e 
November 15th eonrarance i t llli.>tht be wall to postpone 
the Guatemalan eontarenca until attar the contaranca 
here had taken place because s ome or the same per­
sonnel were going to be used and becauea, frankly, 
the State Department and the Treasury are not eo 
heavily started as to be able to do both thinga at 
once. '£bet would be very dignified and a decant way 

7 

ot putting the Guatemalan conference ott until a ttar 
t he twentr- ono had tiniebed the -et1ng and then , 
possibly a1.x months tram now i t there ia r<~al substance 
to be d1acuased, Guatemala could have their meeting. 

Or we cou l d skip tb.ia rear. That 1a supposed to be 
an annual thing and it might be suggested that thia 
1118eting which Is CXII!ling up here might, tor raaaone 
which you have indicated, wall replace this yea r the 
1118eting 1n Oua tamal a and 1n other words , have a Joint 
meeting or they llligbt - call it a Joint meeting, 'lhat­
evor you 111ce . 

The onlr objection I see is the tact 
has -de great plana tor this thing. 
means a show that they want to put cm 

Thera is one other possibility, John. 

that Ouatemala 
To them it 
there. 

I am sorry. They knew that you were going to go 
down and I th1nk 1t 1e an illlpertinenca. 

I am anxious not to give the State Department 121e 
i dea. or anr~ elsa, that I paraonally am acting 
11ke a pr~ donna . I don't give a damn about this 
thing one way or the other on that s core. I think 
I have got 'lll:f hands tull here. I am scheduled on 
November lst tor that aub-oOIDIIlitta a or the Wars and 

\ 
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H.:.. Jrt 

llo.neaa 

B. l&.Jrt 

llaneaa 

Cotton a 

II . II , Jra 

Cotton t 

li . M. Jrt 

Ba1li e t 

B.ll. Jrt 
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Keane c-.1ttae for t wo month• or l».rd work prior 
to Janua1'7 le t , I have got plenf:7 or wori< to do 
and I don ' t want to go down there unleae I could 
be belp.tul 1n :reall'f a ooompl1ab1ng aometh1ng. To 
go down there and ait &l'OUD4 and have a gooa time, 
I don't th1nk now 1a the t1ae to do that. I would 
bate to put ~ael! 1n a posi tion or aa'f1ng tt..t, 
"Well, I want to be the whole a bow down there. We 

don ' t want a abow goi ng en in Waahinstcn while we 
are going on i n Guatemala. • I juat tb1nk it 1a 
.tut1lo going down there and waa ting time. I have 
got enough to do with tbia other th1ng riaJlt on ~ 
neck. I don't want to a dd to i t . 

We will go over. I will s tart orr and do 'JOU want 
to sew up tho Guatemala t hing or do 'JOU want mo to 
aay itt 

I think 7011 would do better than I . 

I don't know about that . Let'a 888 bow i t breaks. 
I can do a little better about not wanting 'JOU to 
go than 'JOU aay1ng you don't want to go. 

Sure. 

It I am not talking out or turn , Welles ll.lld Price 
are getting back proaumabl'J Thursday or something. 
Talking to llr. Hull about tbil may make him a 11ttle 

aore . 

Good . 

8 

I mean 
babJ. 
it. 

I wanted 'JOU to understand that . It 1a Welle• ' 
I don 1 t auppoae llr. !full care a a a IIIUob about 

You are bare to ra1ae these po1nte, but I want to 
.-lee llr. Wellea and llr. Feil eore. I hope .tbe7 get 
good and aore. 

They ought not to send 1nault1ng meuagoa of that 
kind. 

EveJ07 t1ae em the t1nanllial bua1neae 1n the laat 
aix 7eare the7 have got 1n a bot apot. When th•'f 

\ 
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Hanes a 

H. Y.. Jra 

White a 

l! . II. Jra 

\\'hite 1 

H .~.Jr s 

lfh1tea 

H. X. Jra 

9 

- 9 -

get into the thing they tool around tor three weeka 
and inault the man and drlve h1lll up against the - 11 
and try to put the s crews on h1lll to get - Wl& t 1a 1t 
six a1.111cn or tourteeb. a1111on dolla.ra, tor prbate 
bondhol der &, and they get one and they ru.in the an• a 
political career ao that h e ia ueeleea as a triend 
ot the United Statea, and now 'lbat baYe they gott 

Is that r i ghtf 

Oh aure , the man 1a a'tfected. That waa the t1n1ah. 
The man was attected and that tiniahed him. 

Won't people protest, Mr. Secretaryt The reason wh7 
I am not tully 1n accord with the procedure 1a because 
this position ia a duplicate ot the one you took wben 
the thing waa or1g1Dated and therefore a little bit 
weakening, i t aeema to-. to the s t rength ot your 
positi on. I th1.nk i t aigbt be preferable to consider 
the alternathe ot having Johnny go to Wellee and 
eay juat What he baa said and let them settle it be­
tore it comee to you. It appears you ob j ected to 
this 1n the f irst place and you are again taking 
the position now that •••• 

No, I am sorry. 

All right. 

It you don't aind. 

o. K. 

I th1.nk we are all right . 
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IIMJrl Hello . 

Operat or: l~.r. Harriaon. Go ahead, 

ffi.!Jr: Hello. 

George 
Harrison: Hello, Henry. 

ffii.Jr: George ••.••• 

H: Yee , ai r. 

Ootober ~. 1939 
12:11 P•"'• 

!ll~r: ••.•.• Earle gave ae that message of yours on those 
oheoka. 

R: Yea. 

ID!Jr: And I'm tremendously interested in that. 

H: Yes . 

!li~Jr: Now, I'd like to give that to t he President. 

H: Yes. 

ffii.Jr: o. K.? 

H: Yea, I think it ie , but I -- I t hink it's terribly 
important that it not be d1aoloaed beyond t hat tor 
th1e reason-, t hat we would t han lose opportun1 ty to 
gain similar advioe later on. 

HMJr: I understand. 

H: You see' 

ffi~Jr: I understand, 

R: If it got out at all that we had d1eoloaed that con­
fidential information, they would Just stop using us. 

RHJr: I understand. Now ••... • 

H: 8o I think it ' s terribly important that ..• • • 

10 
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Rl~Jr: 

H: 

ll}!Jr: 

H: 

IIJ.!Jr: 

H: 

H!~Jr: 

II : 

HMJr: 

!!: 

H!Ur: 

II : 

H!Ur: 

II : 

II~!Jr: 

II: 

ffi<J r: 

H: 

HMJr: 

II: 

IIMJr: 

H: 

- 2-

I-- I'll impress nlm on that, but the thlng ••••• 

Because it doesn't prove anything, but it mlght mean 
something. 

Right. And -- what happens to oanoelled oheoke, 
George? 

IJe have them. 

Could you see what hannene with them-- I mean, it 
they deposit them or · will tbey pay them to somebody? 

Oh, yea , they were depoai ted by the ones down there. 

Yeah. 

They were de~os1ted in t he Riggs. 

Yeah. 

And the ones up here were deposited in t he ~nase. 

Now just a mlnute. Just a second. 

Noll what happened beyond that, ot course, I have no 
way ot knowing . 

The ones do·~ here went int o t he Riggs. 

That• a right. 

And t he ones in New York vent t o t he Chase . 

That' a right. 

Now -- I get you. 

What? 

I say, t hey have an account with t he Riggs and with 
the Chase. 

Well that must mean so. 

Right . That 's all-- that's -- trom then on you don't 
know what happens. 

No , I don't know What happen•. 

11 

\ 

Regraded Unclassified



I!}!Jr: 

!1: 

HMJr: 

H: 

ffi.fJr: 

1!: 

ffi!Jr: 

H: 

l!l~Jr: 

H: 

HHJr: 

H: 

Hl-:Jr: 

H: 

EMJr: 

H: 

HMJr: 

1! : 

I see. 

That' a right . 

Thank you. 

- 3 -

But I -- I can't emphasis how important it is to Just 
keep •••••• 

I know • 

•••••• it between you two. 

This is a pipe line and it we let it leak -- ah -- ~e 
don't get any more news. 

That's right. 

I understand. Now, would you next week -- it you had 
eometh1ng on it -- if it continues, will you give oe 
8 nother cell? 

I'll keep close watch ot t hat end aome other accounto 
that I'm watching too. 

22 

tlell , I appreci ate 1 t very 
me , I'll be here next week. 

and - - and it you'd cell 

All right. 

Thank you. 

And McXittriok is going to come to see you on Monday 
it t hat's all right. 

That ' s ell right. 

And I'll ask him t o call your secretary. 

Thank you. 

First-rate. Goodbye. 

• 

\ 
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October 11, 1939 
3:41 p .m. 

HHJr: Hello . 

O))era tor: }!r. Davis. 

Hl!Jr: Hello . 

0: Go ahead. 

HJ.!Jr: Yeah. 

!o'oman 
Davis : Oh -- Henry, thi s is llonlAn Davis . 

H~:Jr: Yes , !lorman. 

D: 

:n:Jr: 

D: 

Hl!Jr: 

D: 

!G!Jr: 

D: 

iiYJr: 

D: 

Hl~Jr : 

D: 

I got - - I talked to v:nuacs, Dr. Parran1 s assistant 
-- talked to me about the need ot vast quantities ot 
quinine tor that Burma ••• • .• 

Yeah. 

.• •••. di strict. 1:/ell, what t hey need will cost about 
80 thousand dollars. 

Yeah . 

I ' ve already paid out here at Red Crose over 300 
thousand dollars more than we've collected .••• •. 

Yeah. 

.••••• t or China • • 

Yeah. 

And I Just told him we couldn' t do it - - in fact I'm 
still going ahead doing t hings tor them anyhow. But 
I t hought he better -- t hat Parran better see the 
Rocketellers • •••.• 

I see • 

• ••••. and see 1f they couldn 't give a substantial part 
ot that . But what I wns going to ask you , 1f the 
Chinese-- couldn't they s till t ake that ou t ot the 
cred1 t - the goverlllllent? 

\ 
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HJ.!Jr: 

D: 

HHJr: 

D: 

HMJr: 

D: 

ID!Jr : 

D: 

l!Y.Jr: 

- 2 -

I don ' t know. 

It aeems to me so important I vas wondering i t they 
oouldn ' t do t hat. I oould help some, but no t anr­
thlng like that amount . I think i t ' e awtully 
important. 

Well •• •• . • 

14 

I thought you might apeak to the Chinese Ambassador 
to see i t they wouldn ' t like to uae tor a thing like 
that. They probably reel that we ' d all raise it same 
way and they bett er not use their own f unds it they 
OM help it. 

Yeah. Well let me think about it. 

All right. 

'!'hank you, Nonnan. 

All right. 

Goodbye. 

( 
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Copy given t o Ed Poley a t 4:4o p. o . 10/11/39 per HSK 15 

!O~Jr : Hello. 

Ootober 11, 1939 
4:12 P•'"• 

Operator: Mr. Harrison. Go ahead. 

HMJr: Hello . 

George 
Harrison: Hello , Henry. 

liHJr: Yes , O.,orge. 

E: Ob, Henry, Cochran called me ....•• 

~Jr: Yeah. 

!! : 

HJ.!Jr: 

H: 

!:!MJr: 

!! : 

!!l!Jr: 

!!: 

• ••••• to tell ae or his conversation With Beaulieu. 

Yeah. 

And Beaulieu is, I understand, here in town. I told 
Cochran What I told Earle and I think you before, 
thnt I t.'link that the quickest way and the next 
neoessary step in t his transaction is tor us to get 
a formal le t ter rroa you now requiring us, as fiscal 
agent or t he United States, to open this account . 
And I would suggest, it i t' s agreeable to you, t o 
follow that procedure and let Logan and Poley get 
together and agree upon the terms or such a letter. 

Now to -- to make lite easy tor me, would you oind 
having Logan call Foley direct and I 111 tell Poley 
tbecall is coming in? · 

That ' s qu.1te all right. 

Nov •• • • • • 

But you agree that the next thing would be t hat letter 
from you because there isn ' t a thing in the wor ld 
that we can do legally until we get that letter. 

Now here's -- here's a t hin& wh1oh Foley knows about­
I had Eooles tor lunch and I told !•!arriner t his: 
I said, •Now, l~arriner , this is something t he Presi­
dent and I want very much. Now I ' d like your 
cooperation, and please don't ask the Federal 
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H: 

l!HJr: 

H: 

H: 

!11-IJr: 

H: 

!fl·!Jr: 

H: 

HNJr: 

H: 

HHJr: 

H: 

HMJr: 

H: 

HMJr : 

16 
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Reserve of Hew York to get t he a pproval of the Federal 
Reserve of Waeh1ngton f or t h1e. • See' 

Yeah. 

And he said, well he had oerta1n legal responsib111t1ee 
t hat • • . . .. 

He had what? 

Certain -- he thought he had oertoln legal reepone1-
b1lities under t he 1933 Banki ng Act. 

Yeah. 

And -- but he' a go i ng t o look 1 t over and I think 
he' s go1ng to be sa tisfied 1t I oispl y -- it-r-irite 
hi s a l e t t er inf orming hi m ot t he arrangement tha t 
I have made. 

Yeah. 

Not asking hie approval , but just 1nfortt1ng hi m. 

Um~hm. 

s ee? 

I see. 

How tha t would certainly be highly satiet actory to 
you, wouldn't i t? 

Well that ' s all right tor ue because the agreeoent 
t hat we now have with the Federal Reserve Board is 
that on fiscal agency matters any turtber or dif­
ferent arrangement would be worked out between him 
and you. 

tlell t hen t hat -- then that oheoke. 

And be also -- I understood hi m to tell me when be 
vas in my office on Fri day that - - that 1n View o:r 
that memorandum be d1dn 1 t see t hat it was necessary 
tor me to go to t hem for their approval. 

Well -- now Foley knows all about tb1e; I'll t ell 
him ot this call, and ask Logan to oontaot him, will 
you' 
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H: 

H~!Jr : 

H: 

!1!-!Jr: 

H: 

HMJr: 

H: 

I!HJr: 

H: 

Hl·!Jr : 

!l : 

H: 
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Yea , I will. Now, Henry, as a practical matter, may 
I make one suggestion to you now as your f i scal a gentt 

Yeah. 

I think it would be wise tor you, before you s i gn 
such a letter • •• • .• 

Yeah • 

••••• • and under the law you 've got t o sign it I think, 
because it says 'Upon d i rection ot the Secret ary or 
t he Treasury• •••.••• 

Yeah, 

•••.•• that r a t her t han act upon t he oral atateoent 
ot Beaulieu, or anybody else, you ge t a letter trom 
the Ambassador asking you to do this. 

I see. 0 , K. I-- I t hink it ' s a good idea. 

I t hink it ' s the only way you can prot ect yourselt . 

All rigbt. It's a good idea . 

And t hat being so, >te may not get the account open 
by Monday, but still there's no great rush . They've 
taken over two weeks t o decide. 

That• a right . All righ~ , George. 

All right, sir. 

17 
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GROUP IIEBTIRl October 11 , l9Z9 . 
9 t ZO a.m. 

Proeenta 

Banos: 

White a 

B,U,Jra 

Dut'tielda 

B, U, Jra 

Ylhitea 

Mr. Hanee 
Jill'. Durge 111 
llll>. Dutti el4 
Mr. oravea 
Ill', Folq 
llll'. '!'bompeon 
Jill'. Ball 
Mr. White 
Ill'. Cochran 
Jill', Stewart 
Mr. Viner 
llr, Rietler 
llr. Bai lie 
Mr. Barrie 
Ill'. Cotton 
Ill'. Gaston 
Ill's Klot& 

Did you want to talk to Dan and l!al'l"J 11h1te and 
Joe Cottont 

I just got a memorandum trom - well, it i a signed 
Hanes , Bailie and White , and written by Cotton , and 
I want ••. • 

It i o whet , aignedt 

It 1a to llorgenthau, Hanes , Bailie and llhite, wr i tten 
b;y Cotton, and I want to - Whi the aatoni ataentf 

I thought you aaid it n a signed, 

It sounda like a til'll name. 

To llorgenthau, Banes, Bai lie and White traa Joseph B. 
Cotton, Jr,, memorandum, Latin Ameri can probl ema. 

Period. 

lfo , no period, it 1a underlined. I woul d l ike to 
compliment Cotton, becauee i t 1a very retreahing 
to get a -orandwa l ike that the ni ght betore l 
go and aee Ill'. Hu1l. 1na teed or the n i ght a tter. 

r.aedia tely atter thia -eting, I would l ike to 
-et wi th 11h1te, Bai l i e , Banea and Cotton. Are 
aJ17 ot the throe "B•a • interested 1n thief 

• 
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R1etlera 

B. li . Jra 

R1et lerl 

Viner a 

H.M.Jra 

Viner a 

H.li. Jra 

Viner a 

B.U. Jra 

Vinora 

H. U. Jra 

White a 

~lbJ.te a 

H. N. Jra 

V1nera 

White a 

B. li. Jra 

- 2 -

What is the problemT 

Latin American problema. 

I am 'VOr'f 1ntereated. 

1\'ba t ia the ~~at tor, V1nerT 

Bot a thing. 

Are you i ntereatodt 

Yea . 

Does that moan yea or does it moan not 

I would ~ve to aee the memorandWII. You coan it 
ia a general range ot problemaT 

Bo, it ia this particular 
abou t at lunch 7eaterday. 
over that today. 

I am interested 1n that. 

rela t ionship I told you 
I told JOU I was going 

I t is the particular relat1onah1p between Mr. Hull 
and myaelt and particularly llr. Hanoa' future conduct. 

Mr. Stewart is interested in that . 

All right . 

And Dutt1eld •••• 

Are JOU intereatedT 

Yea. 

Mr. Seoretar'J, I think aa a matter ot courae - I 
didn't notice Whether you indicated it - that there 
ought to be eomebodJ trom the legal diviaicn 1n all 
theae dhouuiona, because thoJ qo raise lega.l 
problema. 

Would llr. Fole7 dot 
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'llhitea 

H, I>! , Jra 

Whit e a 

B, t.l , Jra 

Mli tea 

B. I: , Jr a 

Whi te : 

H. li .Jra 

White: 

H. loi . Jra 

1'/lUte a 

H. ll. Jr z 

Whit e: 

E. t.: .Jrz 

I don't know. You would have to put him through 
hie examination be!ol'e be geta there , 

Don• t all start getting temper.tental. There 1e 
only one fellow around. here that can get tempera­
mental and that ia JM, 

Did you eolll!lent on that or are you atill being 
racetioua! I am aerioua, 

Well, if you are, you had be t ter leave the room. 

I t I an facetious or serious! 

Serious. 

On this point I am serious , I t I have got to leave 
the room, I will leave it. 

Oh, you are being aer1oua . 

I am being serious on t hia point. 

What, about having a l awyert 

20 

No, on all these economic diaeuaaiona, when they come 
before J OU I th1nlc there ought to be a laWJer. 

I th1nlc one lawyer would be good seasoning againat 
tour economiata. 

I am stUl 1n the air aa to JOUr question and the 
answer. 

'rry and keep FoleJ out. I don 1 t know where that 
leaves you , llerle, 

Arrptay, we a.re going to d1acuae rrrr going to aee 
l(r. Hull with llr, Ranee this afternoon. ~bod)" 
tbat 1a interested ia invited, Fair enough! 

Baneea Yea. 

n.M. Jra 

Bane a a 

We have got that settled, havo wet Do JOU think 
we fixed l!eJ'ryt 

I think BLrr7 1a pacified. 

Regraded Unclassified



H. I:. Jra 'l'h& t 111 80111& thing. 

Gionet 

-. -
Duttield: ·Nothing. 

Poley: I have a ~~~&morand\1111 here about extracts trom the 
Consreeaional Record . Downey started that speech 
on Friday and it wasn't inserted 1n the Record until 
be t1n1sbed on lolonday, so yeaterdAy •• the first 
day that i t wae available. Here i s the • • •• 

H. M.Jr : Don't give it to me. 

Foley: 

li. l.:. Jr: 

Thompson: 

Duttield: 

ur. Poley has a a tart who reads the 
Record and picks the eubjecte out. 
get 1n touch rl th Thompson. 

I have. 

Congrese1onal 
He i .s going to 

And it 18 up to Thompson to aee that controversial 
subjects are assigned to so=ebody and that that 
scaebody prepares an answer, and it 1s up to you 
(Thompson), if necessary, to hire somebody to aee 
tha t w1 thin a reasonable t1me it 1s answered. 

!low, 1n so many caaea we may want to ask so:>o Senator 
or Congressman to answer the thing, got the Record 
changed, but I want the thing done sys tematically, 
the study being made 1n Foley'• otrice and the sub­
Ject beins assigned by y~t. Now, if anybody wants 
to have that thins mo<Ut1ed or want s any particular 
thing brought to their attention, will they get 1n 

touch with Thompaon. lht, I wan t the thins to 
click regularly and if there 1e any pa1•t1cular 
subject that tbey. are interested in that they would 
l1ke to have , toll Thompson. Some one person can 
be assigned to that and that responsibility will 
tlow from Bernard to this person 1n y~ office, 
asa1gned, and then see that those thinca are attended 
to. Will you assume that respone1bil1tyt 

Yea . 

Mr. Secret ary, where these things are contempla ted 
for publication, either through a Congressman or 

21 
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H, IC,Jra 

Foley a 

Dntrield I 

Poley a 

H, l!. Jra 

Foley a 

H. tl, Jra 

'lbCI!Ipi ODI 

'lh1te: 

Belli 

White a 

H. K. Jra 

aa a latter, I would like to aee th.,., 

Mr. ~eon ia available from 9a00 to Saoo. 

Th1a i.e aerely to 'trl..ng to the attention of tbe 
people who are interested the it ... that appear. 

&t euppoee there iJI a letter to be read . 

'lba t ia the anewer 1n the i tem. 

'Ibe purpoae or 'Ill:! saying thl.e out loud 1e that 1t 
&D)' body haa any idea a, will they aee 'lhOIIIP&ODt At 
l east, I know thl.a ia a ayatem which we haven• t had 
and i t 1a sol..ng to be attended to and if somebody 
like Downey geta up and akee a orack on gold, eaya 
we are go i ng to hold 1t all, and we let a thing like 
that go by unanswered, I think it ie silly. 

We are gol..ng to have a 1118aaenger pick up the Recol'd 
before 8 100 o ' clock every morning at the Govermtent 
Printing Oft1ce. We are going to have two lawyera 
gol..ng over it eo the material will be 1n l'hompeon ' e 
off ice before 9a30. 

Can you get eome able peraon that you have confidence 
in that can aaa1gn thia to aa-body and then ride 
that person like hell until the thiJ:I6 1a anll1t'eredt 
'!hen &D)' body who ia 1nterea ted 1n 10111e particular 
aubjacta, juat write Mr. Thompson a note and aay 
1t anythl..ng 1a aaid on the Hill that a rtecta shipping 
or cue tome or Procur&~~~en t or an:rth1ng the t they would 
like to know about, call it to their a ttention. 

I think it will work very nicely. 

'!he Division of Research and Stathtioa geta out an 
analyaia , I think, of the Congreaaional Recol'd. I 
don ' t know whether the Legal Department ia aware of 
that or not. 

EYery day , 

I never read it, but •••• 

What do thay do with it, put it in the .aultt 
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11h1tel 

Thonrpa OIU 

H. M. Jr r 

White r 

I! . IL . Jr a 

Tbompacn a 

Belli 

Thompson a 

Wh1te a 

H. lo!. Jr r 

Poley a 

ThOIIIP800 I 

H.M. Jr l 

Foley a 

- 6 -

I receive i t and I pre~ otbere receive it. It 
i a apparently a dupli cation. 

It is a long-winded a ttair. I like this a rrangement 
much better. 

Then kill it it i t ia being done in the Division ot 
Research. 

Not Konetary Research. It 1a not ~ d1v1aion. I 
thought you pointed to me. 

No • I am telling 'lhompson we ahouldn 1 t do the same 
thing twi ce. 

It it 1a a pubUeat1on which aight aerve some uaet'ul 
purpose, we will let it go on. It not , we will atop 
it. 

Well, I read i _t . \'lhenevor I see a report I am 
i nteres t ed in, I send t or it. They always give a 
list of the reports on various billa coming out ot 
the committees. I look a t that every day. 

Poaaibly somebody will be interested in it. 

Tha t may aerve a purpose it he doea read i t , but ao 
t ar as I 11111 concerned, I don't, and thia would be 
more serviceable because I can't read - it i a six or 
seven or eigbt pagea every day and I don ' t read i t . 
I wouldn't ever have eeen thia gold ma t ter i t Larry 
badn It called i t to ~ a t tent1on. 

Larry wouldn ' t have called it to your a ttention it 
I hadn't r aised heck yesterday. Yea! 

Yea. 

Can you handle thief 

Yee. 

Right . 

Anything elaet 

Both.ing. 
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H. J;!. Jra 

Baili e a 

Coohrana 

H, !l, Jra 

Bailie: 

H, li, Jrt 

Burgeu a 

Burge sa a 

Viner a 

H, I( , Jr t 

l'lhite t 

- 7 -

Bar let 

Nothing. 

You have a n ew gol d purchaser , Tho Central Bank 
of Ecuador wanta $350, 000. 

Send them a case or Qhampagne with =7 compliments. 

It is the nearest thing to a miracle I ever beard. 

While &having t his morning with Burgees' f avor i te 
49-oent razor - I mean I waa ua1ng ~ own razor -
1 t ae8111ed to me that the l ogi cal thing to do next 
week i n vi ew of the behavior or the securities ia 
to refund COIIIIIIOd1ty Cred.it. Tho thing baa behaved 
the best of all the aecurit1ea. It 1a selling aa 
well or better than it baa at any time, If we do 
it a week before we have to , we are not at the 
mercy of the market and with ~ t1na.ne1ng group 
that I talked to this morning , starting with 
~r . Burgees - might I say you were enthuelaati cT 

Right . 
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Aa to the idea and wanted to borrow my razor. Right? 

That i e exactl y r i ght . 

So we will concentrate , everybody, and do it on 
Commodity Cred i t and deflni tel7 do that next week. 
VIe do 1t a week before we bt. ve to and I think that 
is al-ys good, If &n'fbodY has &Jl7 doubt, a ee 
llr, Burgesa and llr, Bell. 

JakeT 

Nothing. 

B&rryt 

There was another article by Nadler of New York Uni­
versity, also saying the t we a re going to get stuck 
with the go l d and I have aeon t hat 1n several 
references in other places , It 1a apparently qui te 
a commonly held opinion, ao I have s tarted to write 
• mllllorandum or some sort or a repl7• Now, how i t 
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B.J«, .Trl 

l'lh1te1 

B.li • .Trl 

Gravee1 

B.li • .Trl 

Graveu 

0r&T881 

B. W • .Trl 

Belli 

Thc:apaon1 

B, II,.Trl 

- 8 -

might beat be bandlad, I don't know, but we will 
b&ve it roa¢1 1n a couple or d&ya. We would like 
once and tor all to eeoteh tb&t idea. 

Before yau bring i t to ... , will JOU let the three 
"B's" aee it, because I b&ve aaked them to look at 
thatt Show the paper to them, aea, and then after 
they have digoeted it, then I wauld like to eee the 
rau.r or you. All right, B&%'17f 

Yes. 

Harold! 

I have a memor&ndUIIl bora abaut electric ourront. 

Hang on to it and lira . Klotz will aee that I aoe you 
today . 

Quicksilver 1n tho aame category! 

I will eee you today. I will aee rou at 11100 o•olook. 
I wiah you would give the greater part or your d&7 to 
working with Harold Oravea, Ther are going to review 
thia coordinating comMittee 1n view or a possible in­
fringement or our Neutrality Aot. Yau original~ 
aet the thing up. I wiah rou could go to work on it 
toda7 and when they come to aee M tod•r I would like 
r ou to coma too, because the reeling I have 1a tbat 
when rou go into this I think rou will t1nd that there 
are a lot or our old triende who uaed to be in the 
l'IDl gUUI or 1n the narcotic g .... and tbat we moat 
likely know their haunts and their hebi ta , et cetera, 
So it rou will dt in with the bora, and 'l'bolllpaon 
ie arranging the meeting. Whenever they meet , I would 
like rou to meet with them. 

Yes, air. 

Dent 

Nothing. 

'l'bolllpaco t 

llothing. 

Well, it h DOW South .&.erioan hour, 
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TREASURY DEPARTMENT 

INTER OP'J"'CI!: COMMUNICATION 

Secretarr llorg..,tlwl 

E. B. Fol17, Jr. 

lor Y9!ll' izltorMUop 

OATC 

October u, lll&9. 

'!he preaent Cbineae ConiNl General 1n llew Xork Ci t;r 11 TIIW1e-Chi 

m. Be wu appointed 1n April 1955 and baa acted aa QU.neae ConiNl 

General in llew York since til& t tille. 

Dr. liang, I aa ~orae<l, ia in Bonc~toD&. So tar ae Larrr llorril 

has been able to til>d 011t, it ia not contaaplated tbat he rlll COllie 

to thia countz7 in the near .tutv.re. 

Larrr ia elldea't'Orlns to aacertaiD, t.h.rc>ul!b Dr. Cben, wbetl1er 

Hecht or hio attorneys ba., been in tOIIch with llr. lU and Jlr. 1tl1a 

story roprdi.na; JOur alleged trip to v.,. York on Septeabar &, 19S8. 
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Preeent: 

October 11, 19~9 

10:~0 am 

Minister Procope 
llr. Hanes 

Wr. P: Our people at home are Yery calm and think 
t hings illrgo well; that there will be something, with­
out yielding our vital rights, that we will come to an 
agreement in some way. We are thoroughly determined t o 
a tick to our neutrality and our independence and I don't 
think - - we can only hope. 

HII .Jr: 
care to treat 
alae. 

During the World War t he Russians took good 
your people in a s eparate manner than anybody 
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~~ Oh, yea! We were always separate trom them. 
If now they took us, the aims are much more far reaching. 
It ia not to have Fi nland. It ia not to have our foreeta. 
They have more forests than they need themselves. It is 
not 80 muoh for our porta, beoauae they have for themselves 
a l ot or porta and now that they have Eethonia and Latvian 
porta iu their hands they don ' t need them. If they took 
ue, it ia for the Aaland Islands in order to dominate all 
northern Europe or in order to come through Finland over 
to ScandinaYia, the other SoandinaYiana, and to the Atlantic, 
and to the Norwegian porta. They are near Great Britain. 
So their attempt against Finland means -- ooncerna the total 
eituation in northern Europe and, therefore, we think it ie 
not only our duty against ourselYee, but also our duty 
againet Europe in general to reeiet and we go on. I think 
we, I hope we will be able to manage this. In any case, 
our people are far more confident, but it is, or course, a 
difticuU t iae. 

HII .Jr: Very! 

Wr. P: But this orieie will pass , I think. And 
then we have again to think or ordinary lite and then par­
ticularly we find 1f now, or when, this oriais paaaea, aa I 
hope without complications, it 1e Juet beoauae the Rueaiane 
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find that Finland 1e too tough a pieoe to take in the 
eame way they ha,. done the othere and thl.nlte to the 
taot we have our eoonomio eituation and our military 
eyetem pretty good, but we baYe t o develop further that 

and we have to be absolutely tranlt. We have to buy a 
lot or war materials trom abroad and, there tore, we oome 
and we aleo have to oonatruot a few railroade still, whioh 
are of great illportance t or our eoonomio l ite in general 
1n order to be able to get out from our oountr:r under all 
oirouaatanoee, to get t o the Atlantic Ooean -- I mean the 
Arotio Ooean in t he North, but we are taking it -- we don't 
know -- we oan take it up to the northeast to one of our 
own porte or to t he tlorthweat, up t o one of the llorwel;ian 
porte. 

But all this means money and particularly t he pur­
ohaaee we have t o d o at once. I went to aee Mr. Jonee. 
I have eeen him twice and we have had very long oonverea­
tione and he hae been extremely kind t o me and I would aay 
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he hae tried to do what he oould. !low the atatue ie thia, 
that from the ExPort-Import Bank t here ia nothing to be 
done. I understand that all their money ia tied up. Then 
he told .. that R.F. C. oould not arrange a oredit tor Finland 
direot ly, but t hey oould, he t hought of another way, eo•e 
oredite t o the, aome arrangement or t he ored1 t with taotor1ee 
or aomething 111te that, but in any oa .. thia oould not be 
arranged now and it would take a oone1derable t1111e to do 
that . 

Mow, I oooe , frankly, to you t o aelt what ahall I do. 

IDI.Jr: Mzo. Kl.nieter, you ••••• 

~~ May I Juat t ell you t hi e. Laet n1ght, lat e , 
I eaw t'iie"'Jireaident t o inf orm hi m a bout the a1 tua t1on i n our 
relatione between Ruasia and then I 11ent1oned that we are 
buying, we are hoping to buy and we are already buying a 
lot of materials, different materiale, aome are war materiala, 
eo•e are other materiala, and I mentioned that we need money, 
but I did not disoues it , mentioned only that I had the hope 
ot eeeing you one ot these daye. 

Hll , Jr: What did he aayT 

~: He -e extre•ely aympathetio, but I did not 

.. 
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like to go 111to tbe problea, beoau" I thinlt 1t wwld 
not baTe been fair to )'Oil. 

Hll .Jr: Let ' • be practical. 

11:....!: Yee. 

tiaea • 
.!I!!..:U:: You ban been in to aee .. three or tour 

.!l:._!: Yea. 

Hll.Jr: Al.wa,re talking about financing. 

!IJ:......!: Xee. 

IDl.Jr: But )'OU ba ... nenr e&id, "Mr. llorgentb&u, 
I aa Nat\)' to borrow now. • I don't ltnow toda)' wbetber 
700. are read)' to borrow. 

Jlt.&....!: llaTen 1 t I ta1d tbat1 

~~ •enrl Al.wa.rt a bJpothet1oal quut1on. 
You. ban nenr come in and eaid -- a nd )'ou baTe alwa.ra 
told .. ,pract1oallJ' alwa.ra, "I a11 not talking tor 111 GOT­
ernaent. Mr Go't'ern .. nt baa not authori&ed .. to talk to 
)'oa. I Juet want to filld out. • 

11r...____ll I wonder 1t the laet u .. I na ao h7PO­
tbet1oar.--

Hll .JS!, Ubal You ban DeTer told • •I aa authw-
1114 'bf 117 nrnaent• Mr Go't'ernMnt nnte to ra1" eoae 
110na7. .UOe )'OU read)' now to borrow1 . 

~I x ... 
!:!!..I£ 1 You are 1 

!Ita...! I Yu . 

lii!....!!J:t Auebori&ed b)' 1our rore1gn ll1nieter1 

Jl£......!1 x ... 

... 
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wantf 

.llll..i£ 1 How 11110h do 7011 want t 

.ll£.a....! I 1'1 tty , 

.~~~&: lhat do you want u tort 

Kr· PI To tinanoe our general eituation. 

~~ I •an what kind ot urohan41ee do JOG 
do you want to buJT 

~~ 1'1ret, 
want to~ r ·11'l ... 

I ahould 1&7, we want to buJ we 
l'e want to buJ aanit1ona. h •nt 

to ••• •• 

!!IL.lr: '1'bat1 • out AlllWJ• Can't belp sou on 
"""'!!ijiTt lend you any IIODtJ tor that. '1'bat' 1 out. that. 

~~ That'• outt 

Kll,Jrs Det1n1tel1! 

!!.ta..,!l Inn with the great ey..,.thy that 1e in 
the oountr.r now tor the a-.ll oountrleef 

l!ll~_rs I would 1&7 -- llr. Hull 11AJ tell 41tter­
entl1 -::-rl aa talking now ot how I feel and, I think, 
the Prutdent -- I would not help t1nanoe to bUJ ami­
tiona, not one pe~, aa tar aa I aa oonoarned. Thla 
h aerioua. I don t want to waate yovr tlae an4 I want 
to let you k now where I atan4. I would not hel,p one 
dollar to t1nanoe aa.m1t1on tor any oountry. •ow, it 
you aa1d you wanted t o buJ oopper or p1g iron or gaaollna 
or 110tor truoke or •••• , 

lr• Heaa: •.•• or finance a ra1lro&4 • • • • • 
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Jlll.,U:s .... or railroad equ1pMDt or ra1le, A11Jth111! 
that 1e not on the 1111n1t1one llet. AI!Jth1ng wh1oh 1a not 
on the .un1 tlone llet, whloh 11 on the eabargo llet. 

J&&:....,!l But we are not at war. 

BX....rrs I kDow. I kDow. But 7011 are daiiD near 
x-ailbe1ng Yery eer1oua, baoauee I alwr• feel it 1t. 

( 
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ia muoh bet t er to be frank, Don't you, JohnT 

Mr· Hanea: Yee. Abaolutely. 

~~ or oourae. 

HM.Jr: And thi8 1a no time to kid a~body • 

.!!£.,.,...!: or course. 

HM,Jr: Do you agree with me , JobnT 

21 

Mr. H&nee: Yea, I do. Juat tor the 8alte, 80 the 
Kiniater 1D4Y underetand -- he'e terribly aympathetic with 
finland and wants to do e•erythlng be e&n t o help Finland , 
but be ltnowa our political e1tuation eo well be tb1nka it 
would be tool1eb, and I do too. I agree with you eo heart i ­
ly on that • 

.!!r.L1: You mean 1 t oould not paaeT 

HK.Jr: We are not going with thia bill pending on 
the Hill, to take any riake. The whole picture ia eo im­
portant tor you and tor everybody alae, t he whole picture. 

The queation or 
l1at. It you oame in 
that we want; we want 
oline; eo many ralla; 
aruob ••••• 

thlnga which are not on t he embargo 
and aaid, "Hare' a a liat or purobaaea 
ao many motor truck a; eo much gaa-
80 muoh copper; 80 muob zinc; eo 

Mr. Hanea: Cotton. 

HK ,Jr: • •• , 80 IDUOh cotton, I would go t 'o wor!< at 
once, but up to now you and I ha•e been ahadow bozing, I 
han had nothing to worlt on. Aa Mr. Hanea eaya, ot oour .. 
I aa ay.-pathetio. 

!Y:.L,.l: Tb1a means, in any call, it could be Juat a 
loan t or purohaaa~ here in thla oountryT 

HM , Jr: Bring me in a l18t or 11erohandiae that you 
want to buy in thla country which ia not on the embargo 
11at and aay, 1Kr. Morgenthau, t hia i8 what rq country needs • 
and then let Mr. Hanea and I go to work on it and aee what 
n can do. SeaT But gin ua a l1at, aoll8thing to put our 

\ 
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teeth in. 1!'hia 1a what l'inland want•· • 

~~ Yes. Do I undarttand then ••••• 

~: •• •• but let ut tee whether we oan deYite 
IOIDI 1118thod ot helping you t o finance the purohae .. ot 
thi1 ~~~erohand1ae. 

~: You don' t, )'Ou oan't 11e )'our ft7 to gin 
ut d1reO'tl'i"" a loanf 

11M .Jr: lio. llo. I told you that the other da)'. 

~: I know that. 

HM.Jr: I told )'OU that before the tirat ot Januar)', 
no. Exouee me tor being eo direct, but thete are terioua 
timea and I think it ia better to be direct . 

Kr• P: Thank a. Veey aerioua tiJU for 11t, and 
that ' a the reason I came to )'ou. I haYen ' t forgotten 
the word that )'OU said • • .• • 

IIM.Jr: I can 't take up the queation with Congre11 
tor a direct loan before the tirat ot Januar)', but bring 
me a l1at of merchandise which ia not on the State Depart­
ment 1 1 etllbargo Hat and let llr. Ha.nee and I 1te whether 
we can worlt out some method to help )'OU finance and it 
won't be a aatter of weelta either. It won't take long, 
Ie that right, Jobnnief 

Kr• H&net: Abtolutel)'l 

~r: But we han nothing to WOI'It on. You haYe 
h s,ooo, in 7ou:r Stabilir.ation Fund. You can bu1 .u.­
niti one tOllltwhere elM. 

~~ You tllean in our Stabilir.ationf 
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.H!L..:11:1 The Stab1l1r.at1on Fund baa a r .. erve against 
another depreuion. Well, a war comet before a depreuion. 
You haYe t•s,ooo,ooo in oath, goldf and foreign ourrenoiea 
and txobangee. They had it when wat there, 

We baYt enn a little more . 
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llll.Jr: l'ell, 7011 oan 11 .. that for ~a~n1tione , 
where 7011 oan b\1)' 1111nitione, and th11 other thing we 
w1ll do tile b11t we oan and I wil l tell 1011 frankl7 
yee or no we oan do it. 

~· I •••• And that 110n17 then w011ld be 
aYa1labli'JU~t only tor fixed p11rohaaeat 

llll.Jr: Right! 

.!!~:......! 1 l'llrohaee a I 1n t ora 7011 a boll tt 

lill,Jr: 'l'bat' e right. 

If£, ll&n111 Y011 are not eaying 7ou olou the door 
after Jan11ary f 1rat. 

HJI.Jr: llo, no! llol 

!r, Hanes: And 1t the He11tralny .lot h ohanged, 
you underetand • • •• • 

llll . Jr: But John, don't let ' a leaYe • •••• 

Kr• H&neo: No oomait11ent of any k1nd • •• •••• 

~~ No. No. 

!r• H&neo: •• But a diapoeition to help • 

.!l!l..dr: A diepoei Uon to help. And we aa1d atter 
the f1rit"''t Jamar7. Wi th the Adllinhtration poUo7 1t 
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'110111 4 be bad t o go to Congre .. and allt tor a dirlot GoYern­
Mnt to OontrnMnt loan and if the He11tral1ty bill pa .... we _., ao• oo..S. tted t o do eo and e o. 

lr• Han••: Ko. Mo. 

k._J'• No, I underetand. After . tlw.t you would 
again ~t up. 

Ji!L.l!rl A new loan. A f reeh one. 

ka..,!: A new one. And 7011 then tllte it tor granted 
tbat Oongre .. will go on lean aa eoon ae the l aw 11 pa .. edt 
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HK,Jr: Yea. 

~~ !hare ia a lot or different expenditurea 
when a O'"iiUnir.r hu to 1110b1liu ao that the J'und, the 
Stabilization J'und, me¥ be neoaeeary to meet other needs. 

llli,Jr: I oan appreo1ate that and I would be the 
laet pereon to tell you how to uee it{ but I Juet wanted 
to let you know I wae aware or ite ax atenoa. 

Mr. P: Yea , I All too. 

It now I oome with a llet , let ue •a.r, ra1la1 thing a 
we ea.r need for that railwiQ', they are t hing a I don t think 
are going to be ah1pped in next few montba, eo that oredi t 
would not be aey uae t or that purpoaa. 

~~ Making geeturea of aeeietanoa. lben you 
know what t hinga .rou want - - no uea talking about thlnge 
you need 3 to 6 months from now -- ie there an.rthing you 
want to buy nowt · 

.!!.t....,!!: there 1a a lot we want to buy now, but 
they are not what you want ue, what you oan give ue credit 
for. 

KM ,Jr: Give me a liet or t hing• whioh are not on 
t he embargo 11et and we will go to work an~ tr.r, in a ~w 
da.Je, to give you an ane ... r yae or no • 

.!~~:........!!: lbat about alrplaneet 

KM ,Jr: I ~uld have to inquire. 
don't know. 

I don't know. I 

Kr....___l: or oouree, the7 oan be both for 
or tor Otnir uae, but I don't 111te to give 70u 
opinion. !hey are t or 111Utary purpoaee. 

llli.Jr1 I don't know • 

oiv11 uea 
a falae 

.111:..._!!1 I t hink you w111 appreo1ate that I aa being 
abeolutely frank with JOU• 

.liM...h-1 Oh, 7 .. 1 
frank ..niiTou. 

And I am trying to be equallY 
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~: :r ••• 

ADd ban )'ou a f .. l1~ that ored1t 1n wan Street 
w111 be poaa1ble to getf 

~~ Well, 1 th1nk right now, I would not th1nk 
the obaftoea "" eo g ood. 

!J:.a....!l The l1at wh1oh I ahould han to g1Te )'OU, 

IIUit that onl)' be 0o"rarllllmt purohaua, baoauaa we are, 
of oourae, bu)'1ng a lot of gaeol1ne and a lot of • •• • 

IIM. Jr: Mo. 

. . . . and a lot of 41ftarent atutta • 

IIM.Jr: It do .. not ban to be onl.7 Oonl'ftllllnt. :rou 
ban "rar1oua aXJ)Ort oorporat1one, 1IIJ)Ort, don 1 t :rout 

!J:.a....!l We ha"re lot of 1aportera. 

IIM .Jr: Oooperat1"reaf 

~~ Oooperat1"rea and th1nge 11ke that. 

IIM.Jrl 0,1, It doea not ha"re to be the F1nn1ah 
Oonr 1111ent. They 11.1gbt want the guarantee of tbe Bank 
of Finland, tbouCbo 

!J:.a....!: Xou want • . •• 

IDI.Jr: We ll1ght; 1f 1 know JeaH Jonu , be will • 

.lk...___!l rea. :ru. And u oould than be arranged 
aa a o~for Finland on wh1oh, with t h e F1nn1ah Oonrn­
ment'a oonaant, alao pr1"rate oould draw. 

~I :r ••• 

.!!~:a...! I r or the purol:aeaa bare. 

~I "~••· Sura! 

II:......! I Thla 11 aga1n a new t hau&bt f or -· 
.!i!.ab:: lln17th1ng 1a' a•• eTa I')' da7 • 

• 
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.!!r.:.....!l Everything 1a new every dA¥. 

,.Jrl But I again went to 1&7 I aa trying to 
be dire n order to g1ve 1t to you -- i n order t o be 
moe t helpful to you • 

.!!r.:.....!: Yee, and I very muoh appreou•• that . 

IOI ,Jr: AU right. 

36 

Kr, P: Jla3' I now •A¥ 111 h not J'OUr fault and not 
my fault tb&t we d1d not get on aore a ot1vel1 1n tbe Spring 
when you tiret took t he t hought up. 'l'bat h not my fault. 

IOI.Jr: Yee, and 1t ween' t lllne. 

Kr. P: llo, 

You aade no commitment t or the time after t he firet 
of January, but oan I tell my Government tha t you would 
favor 1t or reconl1derl 

IOI 1Jr: All I can •A¥ 1a you alwA¥1 have a welcome 
here when you come here t o dlecuea anything • 

.!!r.:.....!l In any case I ooul4. &A¥ that you would recon-
11der the matter. 

IOI ,Jr: 

Jk:.a....!: 
HK.Jr: 

.H&:......l!l 
I in IOM way 
1n th1e1 

I will take a treeh look at 1t. 

You can' t 88¥ no and you oan1 t 1&7 yee. 

'lbat 'a right • 

In order not to bother you any acre, could 
get to know i f airpl u .. oould be included 

.l!!!.d: 'le can alllt thle afternoon when we go onr. 
'Ia are going over thh afternoon. Yea, we w1ll alllt and 
Mr. Hanee will let you know. 

~~ Thank you. '11th the Pru1dent I han al­
waye had a meet favorable welcome and understanding, I 
had an underetand1ng whioh deeply touched me laet night . 

IOI.Jr: I oan auure you, if you bring that 11et 
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1a, oeM&1111J' with111 a few ~~aT• n oan 1'1n 7011 a ~· 
or ao. 

~I 'fball1t 7011• 

J!Lhl I bopo U will all work ou,. All4 ~ I 
NTo wi'iili!l •1Mor1v, I &4111.1'0 'h• ooango of JOUI' 
p•oplo &114 I -.. •o gla4 I•' '"" r1o14 lla:r•bal• 

oOo-oOo 
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INTER OFP'ICE COio41o4UNICATION 

DATI Oo\ober ll, 19}9 

TO STRICTLY CONFIDENTIAL 
ll'ftOM Jf:r • Oooh.Na 

llr, Leror-:B•alln, J'I.Daaol.al .u~ a\ \be J'r- ... bae17, \ el.phoae4 

• troa In Torlt a\ 12110 aooa. 11 e3te4 \hat \be ~ GoYvaaellt 11&4 

l&bll a deflaUI 4eoie10il ill faYOr of u\1lhillc the J'e48ral bHrYI Jlaalt of 

lilY Torlt, ill C>J*>1Dc .... aGOOUil\ YUia \hat - ... t1Kal ac•t ot \II& lloi\14 
Stauo. lo o3te4 \bat \he J'rMOia Go..-\ llOY 4111rl0 \o OS>• RoOI> ..,. 

aoooun\ •• '1,111oltl7 ae po101'11lo, pratarabl7 ~ lloD4&7 llll:t, Be aoltl4-
-t pro~ obould llOY 111 tolloYM 1>7 bio people. !11&\ h, 11 lao aow 
! reo to go \o \lao J'edval :toeorYo Jlaalt tbie afternoon &lld taltl ap ri\11 

Oonrnor Barrhoa till praoUoal 41311• ofCII*Ilac \he aoooUJ>\t I proaiead 
tO call Lero7--ul111l baolt &I oooa ae I had ola&Hd \bio q~<IOUOil Yi\11 \lao 

Slorl\ar7. 

It • clear tbio, ohould I llC\ tol..plaolll OoYVIlCr larrhoa or nao 

Prui dlllt J:aoltl to \bio attooU 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

DATO 0o\OMr 110 19}9 

I I!POiot to S.Uo\az7 llorpa\- at 1100 P,ll. to~ lA r._.n \ o \ba 

eo..t14&Ual _..._11bieh I- preJ>N"o4 att•Jtr. Lero,-...u ... -
tolopbo,..4 • at U!llO IIOOil, !ba s.cr.\az'T au\loodse4 • t o \ol~ 

Gonrnor l!arrhOil at 01100 lA tho hderal lle .. rn Jelllc at Bow York to i..tora 

hl.sl ot \he heiiOh 4eohioll. 'tba llecrotar:r t ol4 • \bat it Clo'roru.or l!arrho11 

ba4 All7 qvoUo11 lA ... .,...,. to -otire, ba llh...U tolopbo111 Moll: t o tho 

Secre\az'T hiaaelt att• 3100 P ,II. 

I reaohe4 Clo'r..,.or llarrhoa b7 t o1ephoae at 1105 P.ll. &114 to14 h1a ot 
tb<l h~~~eh 4&h1oll. GoTWDOr Barrhoa raho4 \ho queo\1011 ot laotnoUoae 

troa th<l 'trea0'11Z'7 to hlo Moll:. I tol4 h1a thh llhGal4 bo v.n.. ap 41reoU:r 

ri th Saorotar:r llorpatheu. at tor 3100 P .11. lhoa Clo'roru.or llarr looa "'"""'"4 

that tb<l hea11>r7 law;roro .S.jlj>t 'Mcla work em \hie ca.o, I o:q>roo .. 4 tba 

oplaioa \hot HoA thio .-14 be 4ela;ra4 aUl \ho Oonru.or - \alll:o4 wi \h 

the Seore\az'T. It •• ecroo4 with Clo'rWJIOl' llarriOOA th<lt I llhou.l4 aot oall 

Lero:r-IIMW.ieu. 'beck u.aUl the Clo'roraor a~~4 tba Seore\ar;r - 41aeuM4 th<l 

que1tloA of the aocouat. · 

IAI"',-JeaJllleu. tolepbou4 • troa lew York at 3130 t o illqUize ao to 

&ether u aa-.r coa.l4 H .-de. Be aa aaxioue t o cabl1 bia co•enme.at 

;ret thh Hoii1Jtc. I tol4 hl..a that tb<l •ttor •• o\111 bela& 41oeu.oM4 'b:r 

the Secretar:r an4 Oonru.or llarrloon &114 that ba .-14 a•H tarthor wor4 

tro• ue • 

.t.t 31ilo P.ll. J:ncll:e hlopbolll4 .. ill recar4 to \he COilToreaUon which I 

ba4 - with CloTOftOr Barrio"" at 1W>Cil tiM. J:nou -.lA the polllt that 

hio call to • •• •Urel;r llltor.al, &114 llhou.l4 not be at record. Bo •• 

aerel;r uplorille tho pi"'l>l• with the Tin to aoohUIIC tho Ooftrllor lA 

f orau.laUIIC tho otopo the\ ahou.l4 be ta11:ea lA \ho opon1Jtc ot \he oocou.at . 

lnolal' o 14oa w.o the\ tho tiro\ atop ahou.l4 be tba .. ,.4111C ot a letter troa 

tho 'freanr:r ])epartMIIt to the h4Nal Booono :&aal< ot Vow York, requoUIIC 

tho latter to eo\ ao flooal -t ..t \he tloHo4 Stat .. !.a oJIOilia& \ho oo­

co=t. !M •n atop, ba \ht>qllt, obov.l4 be a letter tr- tba heiOOh Aabeo­

oa4cr !.a \he tlaito4 ltatoo, tranamtto4 thro"Q&to tba State De~t, ao lA 

\he rec•t oa .. of 11M, I 

(a) GlTiJIC \ho h4Nal boone Jelllc a ruittanco1 

(b) Stattac wbo woul4 4raw ~' tbe acco-t aa4 
(c) Pro4aot.ac tba ol-tu.r• ot \he 11141Tiaal ...., •• to 

be .. .a.or1ae4 to 4raw Oil tba eo-t. 
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I ••14 11oo1ao .,_, I ....u .. -~ 11 M•c .u -U• or ..-
4oanr•U• Mt- lloftnor ~- N4 .,_ ...,.._...,., al U..l I Uoooltla\ 
U wioo U..t \be Ja4eral lao01"1'e Jail: llbol&l4 -e Uo oa ~h tair:t;r 
well 1A 111&4 04 tb&t tilelr &UCinlqw 40'1ll.d. d.h.,..oo tile •Uer wl\1> tile 

!r....ar7'• 1~ ..anooro ortor tu 1041'et&f7 &a4 .u CloYoraol' lil&d. ...U.d. 
tile •tter OYer. 

!U 1041'et&f7 4&11M • to hio offlM at llcllo P,ll, llo e&ld. that lot lil&d. 

~ will> Oo'rersor ...... leoa, ad. \11&\ tile lottor ..,,,, - oort of a lot­

tor troa tile !nuv7, • told. • \o teleJ!bou l.OI'oT"»OAlin aot to rub 
tllo •ttor, 'ftt to toloplloae tlot ...,.._,&1'7 at le&<loa 211 &l 121115 !lair~ 
Ooto'bor 12. !be looreM.17 .,...ote& tb&l I lot I.oroT-»eoallft ]lilt lD tile 
call trOll liT offll:e. 

I teloJ!IooDOd. J.ero,.-~ ... at ll1ll5 N4""" Ilia tile-·- ao lutnoted. 

117 tile 1&4reM.17. H •• &cr .... \ll&l J.ero,.-~ ... w'l&lA - to IQ' ottll:e 
at 12130 &a4 lb&t tile call Wlll4 'be ]lilt 1A troa llore .,, 121115. 

lloooro. Jolq aad.llerao\oiA cue to 1Q' ottloe ollortl;r ortor 5100 o'olook. 

Ill'. Jo1e7 bad. witllllla .. \raaoorlJit of thlo ortoraooi010 ........... ttea 117 
tolo}llloa8 ,.,_ tile 1ooreM.17 &a4 Oo'reraor ll&rrla4a. !boo tllr" ot .,., to­
pti>OI' witll llr. Dletrloll, l&lD4 OY01' \lot o]IODlac of tile aooo•t • ))viae nr 
.,........ .. uoa, nee Proal~\ Lo.., Uleplloaed. troa tile Jo401'&l ~a .. rn llaal< 
of llew Torlt to llr. Jole7, aad. \lot .......... u= tooll: Jllooe t.- ., ottloio, I 

told. llr. Jolq tb&t Lero;r-llonl lOOl •• ooaiac to tile !r•~ t-rrn. llr. 

Jolq -· to u-.o tile quo\1011. will> tile lepJ. abla4r of tile Jod.eral 

lloo- J1aa1< t ... rrow .. raiac ...... reoelYe & 4&11 1A \be ortel'liOOil troa llr • 

J.ocoa. 
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TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

leore'-'7 lfor&"n\hiill 

Mr. Ooollrau 

DAT• October 11, 1939 

!he forolp ·~ ,.._, wu apl.a 4».11 \odq. !bot r&M for oMrllac 
010nd 1a & ~~&now -· optulDC at ~.0~1/21 U loll~ & hip of ~trj:Jj/S, &114 
olooed a\ 4.0}-J/S. 

bporUJIC 'b&Dko 1u - York aDd U.. Jo4nal :a. .. rn li&Dk reporM4 oaloo 
lo\allJIC 10595, 000, froa U.. followlDC aouroo01 

Co .. rc.lal CODOeru... • • • • •• • • •• • •• •• • • • • • • • • • • • • • • • • • •• .I. 25l.,OOC) 
Jorel.p baDka (b-ope 11114 far .. ,) • • ••• •••••• •••••••• ·" 294,000 
r.t. lea.~ (~or sw.a.a) • •••• ••• • ••• . •• ••.•....•..••• , ~,000 

!o\al . . .. 1 55,000 

B7 oo•ero1al conoern.a ... ..•••.••....•.•••...••.•..... ·• )UJ., ucu 

l17 forolp 'b&Dko (Jar llu\ and llllro~) ... .... . ..... · · ··;..~"*'6< 
!o\al 

Tho B&Dk of Latrta purcbaoed 1a \hlo aarb\ 2~,000 'bolpo. 

!he folloW1ac b&Dko ool4 cold troa \bo1r oar.rltad -=h in \be MOilllh 
1od1ca\edt 

laUoD&l B&Dk ot llo~u 
Central li&Dk of Cbilo 

!oW 

!bo rolouo of 1014 'b7 \be C-tral B.mt of Cbilo ropro .. nh all of U.. cold >lhloh 
that B&DII: llol4 "CIDder oarark W1U. U.. Jo4eral :a. .. rn Baak of - York. 

!bo tollow1nc cold ohi~··· ...... r epor\841 

t 70, 000 fr- :b&J.auol., ooal111'04 \o J, P. lforpD aDd CMpazrT 
t l!S5,000 f~ lla41a, 4oaolpoo4 \o !be OlluMro4 Baak of 11141&. 

....,tralia au4 CDWI&, - York 
fraa Ia41a, ooao1CM4 \o !bo allaoo IaUoual Baak, - York 
total 

CONFIDENTIAL 
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tile •auoul :lui< ot "'•n••, ~••• calll.t •• U.e J.a.r.l IMam 
Jank l.ll'l\ll.rlDC at -t r ate U wal4 buT p14 oa 4epooU IJl Loa4oa ~ 4ol laro. 
Yi U. the appl'Onl ot U.o !r&U~U"J, .U J.a&ral -. .. rn llult ot • .., Torlt calll.t w 
the •auoaal llank ot .,_, • t.hat t ho llecretaq of the !reuuJT b pi&Z'Chael..DC pl4 
at preoent o~ UpOa 4ollnq IJl • .., Torlt,on hru aa4 ooa41.Uou quot.a 1A hb 
otat-nt ot lt>1SJJIIZ7 31, 19311. 

CONFIDENTIAL 
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R1! COIIIODITY: CRBDIT PIIIUCIHO Oetober 11, 1!1:19, 
9 a20 a,a. 

Pzoeaenta 

H. X. lrl 

Burgees I 

B.li. Jra 

Burgeaea 

B. M.Jrt 

Burgees a 

B, loi. Jra 

Burge sa a 

Belli 

B.li. J ra 

Ill', Banea 
Ill'. Bell 
llr, Burge•• 
Ill'. llurp~ 

I ba<re been deblg a Uttle thtnktng wh1le I waa 
aba<rblg th1e aornlna. 

'lbat ia the beat tiM, 

And it aeeu to - tba t the tb1ng to do next li~T 
1e to do Ccmaod1t7 credit. How, it we wait until 
a week troa llondaT then we ha<re got to do 1t. I 
th1nk we Gan make better tenae , I han th1a ohart 
before me. 'l'h87 ha<re been vel'T atea4T and theT are 
back up to tbe higheat theT bave been a1nee the 25th 
or Septeaber, the three- quarter note and the 6/8tha 
note 1e higher than it baa been any tt-. I don't 
know whether TOU are familiar w1 tb theae oharta, 
'l'lleee two ebow that it 1e ae good or better than it 
baa been at &nT tiM, It we do C< :ditT Credit 
naxt TueedaT and Wednesday, the -rltet can't tell ua 
we bave got to do it, 

I think you are right. I think that 1a a good point. 

And they don't have me where the hair 1e abo.rt, It 
will be a two-year note and we don ' t - we bill to 
a two-year note . 

Isn't that 1ntereet1ngt It baa came back bea~tifully, 

It ae-• to me 11ke aueb an obvious tbblg to do. 

I agree with JOU coU~pletel7 • I think 1t 1a a good 
idea. 

llr. Se eretal'J', I GAll your attention ••• • 

Sit down, Ba01'7 (llul'J)b7) . The point that I got 
abav1ng tb1a mornins, it ae-a to - that next 
Tueada7 the tbblg to do ia camaodi ty Cred1 t. I t 
we a re a waek ahead ot tiae we can do 1 t when we 
don't ban to do it and 1t 1a the oal7 one ot these 
various ooaood1tiea that 1a either at 1ta height 
or higher tban it baa been at &nT tiaa a1nce 
September 26th. 
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Bell i 

H. 1i. Jrl 

llurphyl 

B~.trgesu 

B. lS. Jr: 

Bllrgees: 

H. M.Jrt 

!Mrgeesa 

Ranee 1 

H.!f.Jr: 

Bllrgesu 

H. lol.Jr : 

Bane a: 

B. li . Jra 

- 2-

That ie the August ieaue. 

There are t wo d1tterent 1aauea here. 

You aake that chart, don 1 t you, BeJU7f 

Yea, we do. 

And you would use the eame schedule we had laid 
out for the notes t 

Yea. 

Get together J.londay, send out word, aend th.., out 
atutf on Saturday and shoot 1t Tlleeda)' momingt 

Yea. 

I l1lce that, 'because •••• 

It would 'be a two-year notet 

~o-)'eal' note. 

I _,. a good deal tl'ou'bled 'by tl')'ing to ahoot the 
December note first and then the Ccmmodit)' Cl'ed1t 
eo aoon attar. If )'OU do thia , then you have got 
the decke cleared tor the rerundlng ot the December 
nota whenever the -rket ea7a ao and )'OU can aee 
how long it takea to eattle down. Othal'Willa, )'OU 

put )'ourael.f 1n a 'box. 

Well, )'OU taka thh second diacuaaiQil I had with 
Bcclea, where aftel' conaultation he put me on notice 
that ma)'be he will go baok 1n the -rkat. What doaa 
i t do to met It complatel)' upaata mo. Be aa)'a it 
to me and he aa)'a it to evel')'bod)' elae. Be aa)'a it 
to theae twelve bankers. What i e the annert You 
have no assurance that the)' won't be baok th1a 
a fternoon ol' to mol' row. Well, it leav6a me w1 th a 
cold sweat. Now, thia thing hare, I don't give a 
damn wbether tbe7 al'e 'back Ol' not. I juat go ahead, 
bue1neaa a a uaual.. 

Sure. 

And other pertonoance there , it baa got a beautiful 
pertonoance and we can get thea a good Nte. It we 
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Baneaa 

Burgee a a 

Burgeaea 

- s-

-it until the tollow1ng week, we are boxed an4 we 
baYe got to do aometh1f18. How doea 1t aound to 
rou, Jobnt 

It aounda good to • and 1t will abo gi'Ye rou aoaae 
1nd1oat1on aa to bow the -rket 1a taeling about 
new 1aauee. 

Sure . 

I bave Onlf one queat1on. 

And 1t 1 t 1a a great aucceaa, we can do aoaaeth1ng 
elae. 

What kind ot razor do rou uae tbat gi vea rou 1deaa 
like thief 

To JOU? A 75-cent Gi llette. 

Tbat ia tunnU tba t 1a wnat I baYe been ua1ng too , 
a 49-cent 01 ette. 

It doe en 1 t abarpen Jour w1 t. 

It aeema like auch an obv1oua thing. I aaid, "'fJ 
Ood, t ba t 1a the thing to do. • 

ilenr)"t 

It aeema good to me. 

Wbat 1a the matter with George Haaa , la be a1okt 

Yea . 

'lbat la tbe - tter with biat 

I don It know. 

I ban one question. 'l'bere 1a an RPC -turity on 
lov811ber lat, l9U, ot 298 llillion. 'D».t talla on the·- da7o 

Tbat would be a two rear. How bi g i .e tbatf 

298 111111011. 

Regraded Unclassified



Burs•••• 
Bella 

Bella 

B.II.J'ra 

Burg•••• 
B.III.J'ra 

au>geeaa 

B.loi.J'rt 

B.II.J'ra 

s .x.Jra 

Bslla 

Baneu 

-. -
llalce lt a ,_ar and a halt or a J'8&r md a quarter. 

~I;~.~ a balt would be - or two :r•ar• and a 

Date thla October lat. 

'lbc t 1a all rlgbt. 

4S 

llow, I don 1t want to pt - I aa golzlg CD th1a theor;r, 
wblob I haY& add before, tbat th1a !a a 10118 ebow 
and I don't want to get out &JJ7 --:rear paper. 

You want to .alee lt two ,_aret 

Yea. 

.Ul r18)lt. 

Could a two-7ear -bl.rlt;r CD tbat be interpreted aa 
bear1ah on oc.modlt;r prloeat 

lll r18ht, how do :rou interpret l t 1f llr. Wallace 
reduc.a the interest rate to the ta~r CDe paroent 
on ~dlt:J prleeat 

11:J l dea waa .. rel;r that 1t wOilld 11141eate - I aa juat 
thtnlr1ng out loud. 

It 1a a good point, Benr;r, but enr;rthlng we ban eold 
haa bean two :rear•. 

But ainoe we ebanged - thh h our f1rat nr CCC 1uua 
and aome people a18)lt auppoae that wlth a nr •rket 
we had more hope• ot getting out. 

It 1• all r1gbt to rat•• lt but it doaan•t lntluenoe -· 'lbe:r eertalnl:r look at the guarantee and nothing elsa 
and I doubt lt the;r U• up theee obllptlona in an;r 
-7 with m:r oo dlt7 ._te.,er. 

'!bat 18 what I thou#lt. 

I nan' t U!'nld"J ot the etteot on the bond maritet, 
I waa thtnktng o tbe ~a1ble etfeet OD tba 
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oOliiiDOdi t7 market i .n view or the &1110\Ult or the 
tied-in cotton, however , which ie not a war 
commodit y . 

I want to get '111:1 sturr out aa t ar a a posa1ble. 
Is tbat riGht, Jobnn7T 

Yea. 

I th1Jlk it wouJ.d be rather simple to make this 
2i years 1r you wanted to go that far, llay, '42. 

How about 2 y ears and 8 monthef 

Wba t 1a thief 

Tbat la what he has been advocating. 

Oh, I think • ••• 

What effect wouJ.d lba t have on your rat e , Dannyt 

llaybe an eighth. 

You would have to till 1n the year iaaue rates to 
get this thing out. 

Have to wbatf 

V~on you send out these instructions you would have 
to fill in. 

Hot tble week. We wouJ.d have to wire it on llonday. 

But you can do your paper work now, can't youf 

Oh, yea, aurely. We will leave the date and the 
rate blank. 

Tbe length and the rate you are going to lean 
blank, but your paper work you can g e t outf 

Absolute l y. 

Tbe boy a are getting SOllie papers 1n their tilee. 

It you fellowe agree with ma , I wanted the paper 

work out. 

Regraded Unclassified



Bell: 

l!anee: 

Bell: 

B.ll. Jr z 

Hanoa : 

a>rgeea: 

R.~.Jr : 

Mul'Pb7: 

l!urgeaa: 

- 6 -

We 11'lil get that out Saturda7 1110rning. 

I can't aee an7 poaaible objeotion to it at all. 
I think it ia a ewell idea. 

Ot course, 1t )'OU would rather, )'OU can bat tor 
Wednesda:J, which wouldn't be quite aa cloae ae 
TUeada)' and then :JOU have that 11111cb leewa1 lett. 

Yea , )'OU have got Wedneada)' and Tburada)' or next 
week to operate it :JOU want to. 

The main th1ng , I w&nted to aee tirat whether )'Oil 

tellowa thoug)lt I waa talking aenae. I gather 1011 
th1nk I am. Tbe queat1on 1e to get the paper work 
out and do the rea t or 1 t llonda1 mom1na. Ia tba t 
all right! 

Yea . 

100 percent. 

Burgesa wanted to know what kind or a razor I uaed. 

Than 7ou (Murp~) tell the boya ba ek there and tall 
l!adley that the cbaneea are nine out or ten that 
next week will be Cclllalodi t)' Credit. 

O. K. 

So they s hould be ecoeentrat1ng on that. 

And I w1l.l phone Mr. Baaa. 

Please. Find out what 1s the matter with h1m, I 
would like to know. 

I ahall. 

Will :Jou let •e know or l et lira . IO.otz knowf 

Yea . (llr. llurp~ leavea the conference) 

I ahould think we needed a little tlex1b111t71 aa 
to Whethe r 1 t would be a year and nina •ontba or 
three month&. 

• • 
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Jlow that •• !mow wbat it te. •• oan oonoentl'e.te on 
t.b&t. 

Bow, •• b&ve -<a up ou.r lli.Dd, let •a .... 

• • • .re.l&x. 
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JR 

Srcrrtary of Statr , 

Washington,. 

2004, Octobtr 11, 6 p,m, 

GRAY 

London 

Datrd 0Gtobrr 11, 1939 

Rto ' d 1:13 p ,m, 

FOR TREASVRY FRO'' Bll'l"l'ERWORTH. 

A fritnd htrt would a pprrciatr it if information 

could bt informally mad£ available to h1m (a) as to thE 

amount of asstts i n Ntw York of March 15 or tht CzEch 

Na t i onal Bank and (b) whEthEr throE have btrn tstopptd 

i n any way, 

KENNEDY 

CSB 

l!tet I t 0 

, , ., lll'i •. · . ·nr 
' 

• . ,, 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Coord1nator 
(IreJ ) 

Regraded Unclassified



Oet.ober U , UQ, 

1. 1, rol.,., lr, 

lpr !WE 1"am'' • 

11, le wu appol.AW 1a April lliS6 ud baa1 uted u Otf=e-. c.u.l 

a..n.l !.a lew Jorl< II1Me tbat. t.l..ae. 
\ ' 

Dr ....... 1 .. w • .-. 1e !.a llo ...... llo tar .. r.ny Iorrie 

bu bMD able t.o tl.Ad .... t., it. 11 DOt. --pl.IW tbat. lle wUl -· 

t.o tl>J.e -u,. 1A t.lle aeer tlatve. 

t.ny 11 ...., .. ..,riAg t.o uoert.al.A, t.llrOup Dr, Q,..,, *•t.ller 

llacbt. or llie at.t.om.,-e hne been 1n t.ouoh with llr. 1\ ud llr. ltl•• 
at.ory re.,....uac 70V alleged t.rlp t.o l ew York oil Beptea'ber S, lll~. 
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RB COORDilfATIO!I October 11, 1839, 
3 :00 p .m. 

Preeent: llr. Bane a 
Harr1a 
ONvea 
Thcmpaon 
calma 
Oaaton 
Poley 
Du.rrteld 
Irey 

Hanes: 

H.II. Jr: 

llr. 
llr. 
llr. 
)(r , 
Kr. 
llr. 
llr. 
Kr. 

Baa anyboc1'J got a cop,- or this me1110Nnc1U111 tor 
Mr. Sanes t 

I am familiar with it, I have been all through 
it. 

(Reading) "The following plan will be ~DAde etreotive 
at once tor - ( a ) 'l'he e1.rcu.lat1on or 1nto~t1on 1n 
regard to auapected violations or the Heutral.ity Lawa 
cOIIing within the jurisdiction or the TreaS\U"f Depart­
DIBnt, or 1n regard to events or c ircuastances pointing 
to the poaa1b111ty of such v1olat1ona; and (b) For the 
conduct of an)" investigations or such v1ola t1ona which 
may be cons i dered desirable. 

"Information from Customa Sourcea 

"1, Reporte of Cuatoma otticera 1n the t1eld will be 
tranamitt.d to the au-eau ot CU.atoma at Waehington. 

•2. The Bureau• or Cuatoea will t..ediately tranamit 
copiee: ( a ) To Coast Ouard Headquarters; and (b) To 
the Coordinator, Trea.aury Agency Services. 

" Information from Coaat Guard Sources 

"3. Reports or Coast Guard off icers 1n the field ft.ll 
be tranami t ted to Coaa t Guard Headquarters at Waeb1ngton. 

"4. Coaat Ouard Headquarter• will s.-ed1atelJ tranamit 
copiea to the Coordinator. 

•:~. :x-c11atel7 upon receipt or a1~ticant 1ntozwat1on 
tl'Oia Coaat Ouard or Cuat- field olticera, •• above 
provided , Coaat Ouard Beadquartera will notify the 

' 
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Ot.a ton l 

B. ll. J rz 

Gr avoaz 

B, bi,.Trl 

Oraveu 

Oastonz 

u.u.Jra 

Oo.etonz 

B. Y. Jr: 

Gas ton a 
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Chief of Naval Operations, t he Proaidont'a Naval 
Ai de, and/or tho State Department, aa ma7 be 
appropriate , and Coast Guard Boadquartora will be 
tho sole avenue of cnm=zn1ea tion tor th1a purpose, • 

~ cha.Dgo 1 t! 

I th1nk it ia not proposed to change this a7atn 
tbat we are using now. 'nla Coast Guard 1ntol'lll8 
Admiral Stark and they inform Naval Intelligence 
and th&7 inform the State Department. 'nloy i nform 
Cap t ain Pulooton and they 1ntorm mo. They have an 
understanding with Star k that ho i ntol'IIIS callahan, 
the Preaidont'o Naval Aida . We have boon doing that 
tor some time and I don't beli eve thl o contemplates 
changing that. 

~ put 1t down thoro! 

I was told • . •• 

That isn ' t at all what you said. 

I was told by the Coast Guard people that 1n the 
event they oouldn ' t get Stark they would communicate 
directly with the Preoi dont ' o Naval Aide . 

So tar they have al-7a been able to got ei ther Stark 
or hls aae1otant, but Stark told them he had no ob­
jection to their calling Callahan. 

l'lbat you eald and what tho paper aald are d1tferont, 
It s aye tho Chief of Naval Oporatlone, t he Prealdont'a 
Na val Aide and/or the State Department . 

That isn't qui te wha t tbe7 a re doing , What they are 
doing now 1a through an unders tanding w1 th Admiral 
Stark. 

'nlen that 1a two . Admiral Stark and Naval Intoll1gonoo. 

ADd Naval Intell1gonco, yoe , e1r. It S.. Admiral Stark'• 
poNonal - A41t1ral Stark, por aonally, or his ottica, 
takaa care of giving the 1n.to.-t1 on to Cal.lahan an4 
I don ' t think there haa boon any occaa1on yet .men 
e ither he o r hla a ae1atant haven't boon thoro to got 
that 1nto~t1on. 

( 
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B, JI, Jra 

Graves: 

B." . Jra 

Graves a 

H,I{ ,Jra 

Gaston a 

H.!I . Jrs 

Gastona 

R. Y. Jra 

Gaston a 

H. ti , Jra 

Onotau 

U. :.i.Jr t 

Gaston a 

!l, li,Jra 

Gaatona 

n,JA , Jra 

co 
-~ -

It doesn't say anythlna about it, 

That was not intended to change the practice that 
is now followed, 'lhere 1a a lliaunderstand1ng on 
~ part as to What the practice is , 

Cruld that par.graph be rewrittent 

Yes, indeed, 

What I want to know is what 1a happening. I would 
like to know what is the practi ce, see. 

'lhat 1s the practice now, what I told you, 

Who does 1t ror the Coast Cluardt 

PoLlio's offi ce, Coast Guard Intelligence. 

•s. The Coord ina tor will immedia tel7 tranam1 t to 
Mr. Gaston, Mr. Harris, and Mr. Foley, all inton.­
t1on received from Coast Guard Headquarters and 
from the Bureau of CUetana, ae above provided, and 
Ur, Gaston will be responsible tor laying i t before 
the Secretary. • 

Is that 24- hour service! 

Yes, 24-hour service 1t you like, 

Well , when you are away and they don't reach yau , Who 
reaches met 

Frank Rose, 

No. 

They can reach you direct . 

Yea. 

'ftley can reach rou direct 1t the7 think i t ilz:portant 
enOUS}l. 

I!, !or soaae reaaon, 7011 are out, l et them reach ae 
direct. 

Regraded Unclassified



Gaatonz 

B.!I.Jrs 

I'Jasto.n a 

Bar ria z 

.S . !I. Jrt 
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Ire1z 

Gaatonz 

H. li . Jrz 

-. -
I think tha1 have been doing that, h&nn' t th•1' 
Have they oallad you at all' 

xo. 
They call ad - with quite a - .aa of a turf. 

I ge t duplications continuously trom '70\1 and the 
Cuatoma. 

'lb&t waa to make au.re there was no gap. 

Let's make that change, will '70\1 (Gra.vea) please' 

8 0tfioe of the General Counsel 

"7. The Coordinator will apecially refer to the Gen­
eral Counsel, or hie designated repraaantativa, an,. 
report or information whi ch appears to raiae a legal 
question, or with respect to which a legal opinion 
ia desired. • 

(Kr. Irey enters the conf erence) 

Come in, Elmer. Somebod1 overlooked 7ou. I thought 
1ou Civil Service tellowe stuok together. 

Ha had a rea eon tor a t&7ing awa1, but I don 1 t think 
he needs to.· 

I a eked to be excused, but I didn 1 t get ver,. tar 
with it. 

There waa another point I waa going to raise in 
oonneotion with this thing when you ge t through. 

(Reading) •ottlce ot the Gel>llral Counsel 

"7. The Coordinator will epecially rater to the 
General Counaal , or hia deelgnated representative, 
&n1 report or intorma tlon wblch appear• to reba a 
legal qu .. uon, or with respect to which a legal 
op1n1on 1a dea1red. 

"In•eat1gat1on.a 

•e. An7 apeoial 1nveat1gat1ona oona1dared neeeaa&r'7 
aa the reaul t or into~t1on reoe1ved trom t1el4 

Cl 
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ott1oers Will be handled UDder the d1reot1on ot 
tbe Coordinator, and no euoh inveet1gat1ona will 
be undertaken b7 t1eld ott1oera except ae he m&)' 
d1reot . 'lhia ia not intended to preolude tollow"'\\P 
and routine innat1gat1ons bT t1eld ott1ce1'8 ot the 
Coaat Guard and the Oletcaa Se:rv1oe, nor the un&l 
interchange ot 1ntozwat1on among the t1eld aerY1cea 
ot the Treaauey Department.• 

Jo~, don ' t 7011 want to b e noti fied, or don't )'out 

I don't know it I would be aDT !Mlp. I don't want 
to throw a mon1te7 wrench in the -ohin•rr· 
'1!\e da:ya I - not here 7011 wil.l be notified, how 1a 
thatt 

Yea, I think that ausht to be. When 7011 are here, 
I eae no reaaon wb7 I ahould. 

llow, -7 I Juat aak, the part that I have read, doea 
neeyb~ agreet Do )'OU, Harriet 

Yea. 

Ia i t oont -.plated that aDT or th1a inocaing intoma­
tion would e<rar be ot a nature that would be given 
to the preaat 

I iagined )'OU would want to know that and thet ia 
~ TOll were invited, beoauee )'OU have to t1gbt tor 
)'our own rigbta around here. 

I realise that on the Ooaat ouard aot1<rit7 at leaet 
the aoat ot thoae are UDder lla'r)' auper'riaion and 
we da:>. ' t w.nt to sa)' &JlTtbing about thea and 1t 
ae-• to .. that perhapa ao.e ot tbe aoth1t1ea ot 
tba other asenoi .. sight be auoh that •••• 

I think 7011 are wrons about thelr beins 1110atl7 UDder 
llaV)' auper<riaion. 'l'he)' are not. 

I •an as to this particular work. 

llo, on1T in part, juat now and then. 

I would aa7 that this loolta o. Jt. to me . 
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Tbat doean't d i ffer f r om what we aN doine now 
except that i t introduces Mr. Irey into the 
picture. In that connection, Elmer and I have 
been t a lkins for eome t 1me past about t he dea11'­
ab1lity of hie havins hia office phyeically in 
thia buildlns. He haa to make eeveral trips a 
day to this building. It he were 1n thie bui ldins, 
he would not have to go to the &I'eau of Internal 
Reveoue be cause they could come to him and they 
could take care of the routine down there. They 
could eaally bring up caaee Which aro intelligence 
unit caaee on which they want ed Ilia op1n10D, to 
thia office . It cakoa, i t aeeu to me , a great 
deal or unneceaaar,. travel f or him, haVins him 
in the &reau of Internal Revenue building . It 
wouldn't be very practicable to retain him 1n 
thi s capacity. 

Who is B. 11. 'l'hompaont 

That ie Commander 'l'hompeon. 

If he want e to como over here , he had better throw 
that staff out the window, 100 percent . Chick 
Schwartz 1a a ll right. 

Well , that start i sn't entirely What the 
indi cate. They simply do special Joba. 
not ol.oaely related to the offi ce . 

chart might 
They are 

C3 

You will c0111e over w1 th that a tar t over J11;1 dead bod7. 

Well, in the first place, I can ' t brine you over here 
without f iret talking to Ouy Holvoring. 

Yee , we realized that. 

Supposins you (Banea) talk to Ouy and a ak h1m how 
h e feels about it, will you pleasot Aa long aa I 
have etirred thie whole thing up and am responsible 
for i t , I will eay thia, i f Our reela he could get 
along without Elmer, I am willins to do it, provi ded 
that I may make euggeat1one ae to the starr. 

Tba t - •n ' t the auggea t1on, that Bel verins abould do 
without him. The euggeat1on 1a he do substantially 
wb&t he is doing now but work over hero , because i t 
would •an l eea travel hack and f orth for him. 
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Well, U he i .e ccains over here he aigbt better 
let ao11111body elae h.ad up the Internal Revenue 
intellisence. Be can't do both, Th1a 1a a tull­
t1me job. It took all or Harol d Oravea' time and 
I am under the aaaW!IPtion it 1a soins to be hot 
aturr. 

Well, llr. Secretary, I don't belle'" th1a 1a soill6 
to take very IIIUCh or Blaer Irey'• t~. There ia 
99 percent or th1a atutr which 1a atraisht Coast 
Oual'd - CUetolu cooperation, It doem ' t involve 
the other agenciea. 

C4 

Well, I would rather have Elmer a1t t1ng here twiddling 
hie thumbs eo that When aomethins does happen be can 
go into action in a split a econ4. 

Ot course, llr, Secretary, ao tar aa the intelligence 
unit work 1a concerned, it waa juat ~ thougbt tbat 
I would keep in touch with those t.portant matter• 
that you were particularly interested in, tor instance, 
a halt dozen or ao caaea that you and I d1acuaaed 
frequently. The routine, the detailed bandlln6 ct 
the intelligence un1 t , would be done by llr. Woolf', who 
ia 111if ani• tant down there. 

That aeana I have got to think up acme new good caaee. 

It l ooks like they are developing taat enougb aa it 
ia. 

Let's do 1t th1a way. Early tomorrow morning I am 
leaving and will be back either Sunday nisht or 
Monday morning. Would you (Hanes} have a talk with 
Ouy Clnd aee how be teela about th1at When this waa 
originally thought of, Ou:r just aaid no. That 1a, 
to coordinate thing a 1n one agenc:r and tak1ng awa:r 
tha Internal Revenue intelligence t'roa b1a wper­
v1don. l'ihen I get back llonday, Elmer and I wUl 
have a heart to beart talk about tbia lame duck 
atatr. How did :rou ever set a col1eot1on like thatt 

I gathered thea together in the course of the work. 
Dengler 1a in charge or training. l!e baa been very 
good in that work and I think Mr. Oravoa will bear 
- out in that, Click Schwart z, aa you aay , 1a good. 
Bernie baa bean ban411ng apace ua~nta tor the 
whole Treasury Departaant tor a l ong t iM and be 
juat talla into that ola... Wollner waa banded to -· 

( 
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Irey: 

H. a!. Jr: 

Irey: 

H. ll .Jr: 

Irey: 
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Don't let 1a get personal. 

Wel l, I inherited both Wollner and Thompson. 

You llligllt aa:r I handed Th011paon and Wollner to :rou, 
which I did , I aaved Bernie ' a l i te. 

Dengler baa reall:r done a splendid job of training. 

Dengle r 1s all right, 
i deas for the starr. 
woul dn 't yout 

but I have qui te d1tterent 
You would be open to reason , 

Ob yea , of course. I would like to have some sug­
gestions and help. 

H. W. Jr: I don ' t know bow you grabbed ott ~1ek Schwartz. 

Gas ton: n>at doean 1 t mean anything except that he sits 1n 

on coordination meetings to aee whether there i a 
any news tha t could be printed out or the meetings. 

Dutt1eldt I th1nl< on matters like this I would ra ther do that 
myself. 

!re7: All these people have other joba , 'lbey ai.mply meet 
with ua and diecuaa coordina tion matters. 

~ . LI. Jr: 

Graves: 

H,I:!,Jrt 

\'ll,y not do thiat Could you re- write thos e par ts? 

Yea , I bave made notes or that. 

Are you sati sfied with tbatt 

Enti rely, 

C5 

Let's say i t is 1n force aa or now. Ia that all r i ght 

with yout Wbe ther :you caDe over bore or 'llhethor you 
are there , the thi.ng is 1n force . Take this chart 

with you , Graves , 

Gastont 

!l. l! . Jra 

Gtatona 

n>are 1a s omething elae ollli tted there. C&pta1n Puleston 

1an't mentioned. 

He ehoul dn 1 t be . 

H1a 1nfonoat1oo could coaa 1n direot tha - :r it let 
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eas t on 1 

H.I! . Jrz 

Gaotonz 

B.li.Jrz 

Gaa tonz 

R. II . Jrz 

Gaston I 

Oaaton z 

H. J.! . Jrz 

Gaston I 

H. li . J rz 

- II -

No, Pules ton 111 the one ~ we can 1 t work with . 
We just can ' t work with hila. He isn't doing any 
or that sturf anyway. 

1'/e a re speaking about getting 1nfomat1on to hila. 
Pollio is aupplfing his information now. I asBUD& 
he will continue to do that . 

Obo I don't know bow he 
own contact with Pollio. 
Pollio bas got. 

did it, but he made his 
Be h getting ever,.tbing 

It 1e q>dte burdensome to Poll.io , but it 1a more 
than information. 

\Yell, whatever the burden is, be wil l carrr i t . 

I am glad to bear eo. 

So far ther bave round one eublllarinef 

Has anybod7 el se found more1 

The Pres i dent s ara so. 

We have found that a ll of hil aubmarinea are not eo . 

Well, anywar, whatever Puleeton asks for , I want him 
to have. 

Be can't get informati on out or the Navy. Our men 
get it from the NaVJ for him. 

I see. Well, I think this 1e a good day ' s work and. 
Elmer, 1! you will wait outside, I would l .i.ke to 
talk to JOUo 

All right. 

6b 
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JR 

Secretary of StatE, 

r.rashington . 

2003, Octobtr 11, 5 p .m. 

PLAIN 

London 

DotEd OctobEr 11, 1939 

REo 1d 1 :19 p, m, 

FOR TR:ASURY J.'ROY BUTTERWORTH, 

67 

The off icial txchang t r ates today all moved in favor 

or sttrUng with tht EXCEption of New York, MontrEal and 

rnrls , Tht b£lga, guildEr and Swteo fro no which had 

rtoovtrtd sl1ghtly on ~:onday after the i r continuEd 

weaknEss lost wEEk l ost ground yesterday and thE bElga 

nnd guilder wErE f i xEd today at rat ts lowEr than any 

prevailing last WEEk, whilE the Swisl franc was fixEd 

only just above thE low of last Friday. ThE rates wErt 

ror the belga 23. 95-24. 20, tht guilder 7 , 54-62 and thE 

Swls• franc 17 , 67- 18, 02, (the rotc on ?riday l ast being 

17 . 90-18 , 05) . 

The fEatur E of today ' s official r ates is thE wEakening 

of the NorwEgian and Swedish currenciEs which wtrE fixEd 

for Oslo at 7 . 55- 75 as oo~parEd wi t h 7 , 50-70 whi ch had 

~rcvoilEd sinot SEptember 20th and Stockholm at 16. 75-95 

as comparEd with 16 , 70- 90 which had prEvailEd s i ncE 

Stpt£mbEr 19th. 

Of 
\ 
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-2- 92003, OctobEr ll, 5 p . m., from London. 

or thE so-oallEd frEE ratEs CopEnhagEn is quot Ed 

20 7/8 stlltra today a s comparEd with 20 5/8 yEstErday 

and 20 3/4 on OctobEr 6 , whil E HEls ingfors is quotEd 

today at 205 as CMnparEd with 200 at thE bEgi nning of thE 

WC£k . 

ThE Arg EntinE pEso also dEprEci~ttd slightly today 

being fixed 16, 90- 17 , 40 as comparEd with 16. 70-17. 30 thE 

rate 11hich has prEv~1lEd for s0111t tl.lllc ; 1Yh1lc this = y 

i ndicate that part of tht movanEnt of Scandi navian and other 

EuropEan nEutra l countri Es i s due to a gentrnl hardnEss of 

sterling, thE princi pal cause of the V1£nkening of thEsE 

currE nc i Es is of coursE thE i ntc rnn tiona l situation. 

KENNEDY 

CSB 

Q.:l ./ l 1 :"l ' H 

t 
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P.t.P 

3coretnry of Stott 

We abingt on 

I 

P/.1IS 

DattO October 11, 1939 

Rtc ' d 7 : 05 P •"' • 

2t.3l, Cctobtr 11 , 10 P•"'• 

PO:t T:l!E TRELS'.!RY , 

Th£ nt\1 Britisl' Pintmoicl Colmotlor htrt , Norcnn 

xoun3 , l unch£d wit~ us today , Incidentally ~ wcs re ­

cently cppointed one of th£ British Gover~~Ent directors 

of tilt Suez Co nc.l Company . l"c rcnnJ•ked sadly i n onawtr 

to our ccn.:,Nltul ntions thc. t it wc.s only for thE duration 

of the >tOr and tb..-.t unfortunn tcly the 3encrous fees per­

toinin3 to Suez dircctorohipo Ylould in hi s cost go to 

th£ Exc!:u:q·.:.t:r . 

•·.,at fitl"-ncinl negc tic.tions :;J'OVif\3 out of th£ vc.r 

pertl C\\lnrly th<'S£ for the r<.MnC' ns or thE British 

cxpEditl.onnry fore£ , he acid, ere beina carriEd out 

through ~·oni ck in London , He acys to feEl likE Every 

one else that Prance ia in a fortuna te s i tuation finan­

c1clly end \'!OS enthusic.a tic in h i s praise oq. ~J~~WI. ] il 

(E h"D 3ECTION OKE) • .. 
BliLLI""i' 

f!l" ••• 

£9 

( 
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p.AJI.U'IIIWIS or B:IOfiOI 'rWO OF 'riLIOIWI 110. 2~1 or 
OCTOBER 11, 19:59, I'ROX TI!E AXEIUCWI EKBABBY, PARIS, FRAIIOJ: 

On the eubJeot ot exchange control, be remarited that while 

the problem ot foreign balanoee 41d not taoe France ae it did 

taoe London, France 11kll¥1ae 41d not baYe the taoul tr ot dele­

gating authoritJ that ia poeaible in Great Britain beoauae 

ot the very fortunate oloae relationship between the Bank ot 

England and the big fiYe banks in Great Britain. In tb1a 

connection, be mentioned the branch agenoiea ot the Foreign 

Exchange Ottioe (reported in telegram llo. 2:594 ot October 7 

trom the Embassy); these branches, he said, while having 

authoritr to deliYer foreign exchange in parment tor iaport 

aeroh&ndiee, do not ae yet haYe authoritr ooYering the reYeree 

operation tor export• trom France. 

We bad reoeiYed 1ntoraation that Treaeury billa are 

tor the moat part being bought w1 th repatriated French 

capital, and our triend oonti.ned tb1a. Be eeeaed aurprieed 

that the 'l'reaeurr -had drawn on ita authoriud adYanoe troa 

the Bank ot Franoe to the amount ot two b1ll1on trance -

reference, telegram No. 2:54:5 ot October 6 troa the Eabaee7 -

partioularlJ e1noe h.e underetood that eubeoripUona to 

short term Treasury iasuea bad been coming in at a rate 

exoee41ng tha 'l'reaeurr' a expen41 turee, subsequent to the 

outbreak ot the war. 

DD SJ:CfiOJI 'rWO. 

BULLift. 
::~ • ... ~ 
" ' 

EA:LVW 

\ 
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JR 

Secretary of State, 

W~shington , 

ORAY 

Paris 

Dated OctobEr 11, 1939 

Rto 1d 11 :06 p , m. 

2431 , October ll, 10 p.m, (SECTION TH:lEE) 

Ht fttla that sonc progrtcs is bei ng made in 

reorganizi ng non- armament i ndustri es bert and that 

gr aduall y the specialists : oftt nttdtd in those 

i ndus tries art b eing rcltnstd from mi litary s ervice, 

Tht resumpti on and spEeding up of rai lway transport 

f~OilitiES which have tQktn plnot in the last WeEk plus 

t ax exempti ons and othEr tnoourasontnts to exporters show, 

he btli EvEs , that thE French authorities arc alivE to thE 

nto t s s i ty of pushing Exports ae much as possiblE. 

The Fr tnob Treasury sta t ement usually published on 

tht l Oth of thE ~ontb bas not ytt npptartd i n the 

Journal Off icial, Couve d t "urvi llt says that i t s 

a ppearance has merely b~en dElayed a trw days a~ not 

suspended, 

HPD 

03V I I i R 

eEf?l !. I n 

BULLITT 

71 
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PJ,.P etet <> r .,., GRJ.Y 

nu ,,. P 41 • •>r. Pl.!liS 

•• • 'il 
,.,. ~ ,.,., • ' t::t'r ' " .... s' 

1lcl ted Oc t ober 11, 1939 

:lco ' d 9 :13 p. m. 

'ltorct~ry of State 

2~1, October 11, 6 p . m. (SECTION POOR) , 

~hr~c ~ve been some c~mplcinta recently c t Govern-

mtnt delays in procedure cover1~ ,C}~ents t or war rc­

quis1t1nns , (Por the nost pert these ere pcycblc one 

thl.rcl in c~ sc r.nd t\1o t hirds in one yecr Trtcaury bills . 

I t flill be rcccll ed frcn telegrnn Nn , 2254, 3tptcmb t r 

29 , 9 p.:1, t.'lct thcoc art oub1eot t e> discount tc.cilit! eo 

o.t the Bcmk of France , ) Partly b~ wr.y of offscttin:; s~.tcb 

compl cinto the Y.inistrr cf Fi nance announced todAy 

that " rccsury bills issued in pt:;lt:lt o r n111tai"y rt­

quiaitit>ns \1ill bt ccce pted 1n pa,nent of direct taxes , 

The o~curitics ~~rkct w~e atrcng today influtnccd 

b)• Dc.lctlicr ' 11 red in cddrcss lo3 t c venin;; end t hE ve>tt 

in our Jcnc t c. French industrl.nl iasuco were f irn r.nd 
recent 

rcntcs continued thrir /c.dvcncc , Todcy 'o gnins in thE 

l e tte r rcn5td from 20 Ctnt iM£3 t n 1 , 85 for OOOt i SSUES 

end olr.1oot two frnncs tor the t;-,,,, rxohc.nge guc.rnnty 

BiiLLI'l".l' 

72 
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JR 

SLO~ctnr~ of State , 

r;•,hl.ngton. 

CORRECTED COPY 

GRAY 

Pnris 

Dnted octobEr 11, 1939 

Rco 1d 6 :1? p ,m, 

24'.:;.. tctober 11, 10 P•"'• (SECTlO!l FIVE) . 

The ::t~~rlor.~s Bank stnt~ent of October 9 shows 

gold hcluinss unchnn~cd 3t l , l 041 000, 00V florins for 

the third nons<outivc \? ttk . NotE cirouhtion i s down 

36, 000, 000 florins to 1 , 129, 000, 000 florins , ThE ratio 

of gold covEr is 9? , 76 ns agninot 91, 77% , The proposed 

merger of t he Hottcrdcm Ers11tz Hildcbrnndsohc and 

Amstcrdamsah£ Banks has beEn annacltd ns a r esult of thE 

wor . 

Their dnti on3l 9ank stntcment tor October 7 shows 

n Cl ecrtnst in gol d holc!in..;s of ll5, 4SS Swiss f rancs to 

2 , 41~ 10001000 frnnc3 end a dtcrtnsc in fore i gn exchange 

hol11ngs of 1 , 622, 000 to 285, 0001 000 frsnca , DomEsti c 

73 

bill holdings arc donn 21, 000, 000 fr,.ncs and notE circultlti on 

is down 48, 000, 000 frt~nos , 

( Ell') OF • iESSAGE) • a , v 1 .; :1 J n 

EltB: NPL 
BUu.w'! 1 .,.. 

Tol'"'• 1 , • .,., ··'T 

' 
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llllf YOBX JOUilii.U. 01 CCIOII'dCI - Oct. 11, 1939 

'1Jrar Boanl Reotly 
; To /loy ;n Con~da· 

OTTAWA, O.L. OK. M CUP)..­
G.ru.t Jbtl&Ja' a wa.t fllr'Chul•l .... 
aantaau- •• Ct.~~ada ... now .,.... 
pitt• ud, w1H111111 111 eot~JueuJoa 
with tl'lt • C .. adt.ll Wu iliiPPI.t 
.,_rd., l.t ~'1 10 0Pt6 l'ltCOUaUODI 

tor pureh&a4i o( ... ., au.t• rtl.l•. '"' 
~· Go¥tmnttllt •flllftn•eM lt..tl 
lilll'bL B"'dquarttfl hl.ve t.M11 Hl 
•P tn. ofricN hi Ole ROIU .. of Com· ...... 

At ,_...t ,.rclluft wtQ M eotl• 
tta.ct to c._....._ h wu ,.,...,.. 
rtlt.-...7, lloWI\'ff0 U1a1 lf ~ 
alt)'" .. IJnMAt .. "J _..tk»UM .r * Ualt.. &tMM a .. tN!ltJ ll.w, 
..-. ~~Ka'bw. u '"' anu.a. ...... 
.... ~ INUqoiMJUn •• lC•• 
T-'t Uo CIW\nct t w ........ ... ......,. ..., .. ,.,... , ... ~ 
""""""· ,.. --- » ........ ., ,.,.,.. 
u- .... -.... ....... "' u..c..o.a. 
~. H. M o 0) 0 

, U ftflt ..... ,.....• 
.AI il32 ii: lt~ RN ...,. eM~nu.a 
_, -.dlllle»tnilfi uweuu ... 

4 • -~--... kM-. to "' ..,.,,..,, uth1lla .,, ,,., eaau"'-" 
War IIIPJI)r !Soan& 1114 ta.t 8t.tlotll 
\oily bu bem. -rktcl wt, ,._,. U • 
~nuWat M ilL. It II d .. IIMCI 
a lonl u- ,.,_JUI '41' tiM Cu.cllaa 
OW'IUIJqtJ- lO .... \IIIII \I'll rllpotl -' 

:!::'l,',.,~r!:tc:~~~,'::. =~P~t:! :: 
A.:l.lu. l t wtll aa.o tacliltat• Ut.C 
WOf'k ot t.IM lhitit.. .-..p ..... ntathu 
Ul Cal!l&4a 11\od f NI¥tt!\ a\'VIapt)U.f 
~ afCOU&WI& CO!flll't.C'I 
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FS 

Sterrtary of State, 

Washin:;ton . 

2014, Octobtr 12. 

PI.Al N 

London 

Dated October 12, 1939 

~re'd 12 : 25 n .m. 

FO:: S"'i.~F.: AND TRE!.'!tiRY DEPJ.llr C:!.TS Pll0f4 B~'rTE'l' :O!lT!'!. 

Th£ fol lO\ling se l f - e xplana t ory n o tt haa bEEn rrctivtd 

from tht Br! tish trtcaucy a1'!e ndi!'\! the provisions or th£ 

defence ( fironcd r egulations in t!1d r application to 

~mtrieans res idEnt in the United KinJdom. Similar notes 

are t o br oent i n thE ntx t f< w days to th£ French , Swi ss, 

lto.licn, Dutc:, , 3 tlgian and Scandinavian mis s ions wi t h the 

rtqU£ st that ~:;.cir nn ti onals c onerrnEd bt info>•mrd 'l:ut no 

publicati~, tak e p lace . 

I g-.1th£!' that s ome of tht other missions l!lcnt i oncd 

above blve f or;Mlly protested to thl: British trcs.sury on 

grounds of intt•~ntional lnw. Tbt only rtctnt action 

takc n by t his Embcsay baa bttn to discuss i nformally VIi th 

t he British t:.-tcaury n v trnl cnsrs ,.n volv i ng America n 

citiz ~ns who havt bern rta i dtnt i n the Onittd Kingdom mort 

than stvtn ycers but whos t • proftssion or business• rtcsons 

tor c o reaiw.ns llltr£ c1i t ficult to ndjudie11te . (SEt my 

1683, Stpto:,.,;,c r 16 1 2 p .m. ) ln t.~ia oonncction i t was 

pointed 

75 
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FS 2--No. 2014, October 12 tra:t London 

poi ntEd out intEr alia that Alll£rican financial institutions 

might considEr it dEsira b lE to obtain court orders bEforE 

t rans ferring t o a foreign government sEcurities belonging 

to an Alll£rican citizen in ordu• to avo i d the poasibil1ty 

of suits bEing brOUGht on t hE basis tha t authorizati on of 

t ransfer :llld bEEn nadE by thE AmErican ownEr undEr durrsa 

and that i t was an open q~Estion wh> thE r tht American 

courts would consider thr edict or a fort ign govcrnmrnt 

as constituting "due proccos of law" 1n depriving an 

AmErican c ~ t1zEn of hio ID•optr ty , 

Tl:£ not£ r~:ads L a follows : 

"1 . ITnd Er the defEnce (finance) rEgulati ons of the 

25th Augu3t 193fl , which is rEproducEd as dEfencE (finc.nc£) 

rrgulotiono No, 1 of the 3rd Scpt[mbEr 1939, the trEasury 

have 1ssucd nn o r dEr thnt thE owners of cErtain occuritics 

shal l mAkE " :'£turn to tht Ba n!< or Englcnd , and t hE t reasury 

may, in d t\E course , mnk< a furthEr orde r trcns t'r rr ing to 

thEmstlvca sEcurities ct n price specified in the order , 

·~Ln such further o r dErs c.rt mLdE £7-tmption will bt 

grantEd to SEcur i t i ES wh i ch ere clown to the sn t 1sfnct1on 

of tht treasury to have be l onged on tht 26th Auaust 1939 

to i ndivi d,•.nls resident in the United Kingdom who ert 

Ame r ican nctionnls and do not poos css British nationality, 

"The trEa sury would h ow ever always bE glad to consider 

offers 
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FS 3- llo. 2014, October 12 from London 

otters of sal£ from Amcriclln Mtionllls on Q voluntary 'bc.sis . 

"Am£r1Ciln mtionnls, who hl>.vc not yet mcde c return 

to thE Bo.nk of Engl. end, mny 1 ins teed of making n return , 

rorwnrd in wr i t i ng to the Bnnk of England evidence of 

Ameri can nntionlllity ( i . e . passport No. llnd , i n thE cnst 

of wivts , husbnnd 1 s passport No . and dlltt of issue and for 

how long valid) . 

2 . Am£r1cc.n 1\Q tiono.la (not possESsing Br1 t1sh Mt1o.Ml-

1ty) who fulfil the above condition will not be required to 

offer foreign exchange for salt to th£ treasury provided 

that they s atisfy the treasury that the foreign excha ngE 

hna belonged to them continuously since the 3rd September 

1939, EvidEncE to tbl.s c trcct must 1n ell casts b£ furnish­

ed to c bc.nk which has been appointed an • author ized dealer• 

appointed nn •authorized dEaler• . 

3 , American nctionnls residEnt in thE United Ki ngdom 

!IIWlt offEr gold for slllt t o thE trcMury thrOugh an 

author i zed dealer . 

4 . ThE above pnrllgrllphs 1 to 3 n pply to i nd1vi dunls 

llnd not to companies , pcrtnersb.1ps, etc . 

:; . Enquiries must be addressed to thE Bcnk of 

Englllnd or to an cutbor1zcd dealer end not to thE treasury 

or tht Fort1gn Offi ce . 

s . 
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FS 4-No. 2014, OotobEr 12 from London 

6 0 Th£ c.bOvE informction io communicatEd to th£ 

AmEricc n Embc.eoy with c. rtquEot th~.t thEy \11ll b£ good 

Enougb to pooo it on to tbtir ~t1onc.1s in rEply to any 

1nqu1r1EO llhi e h thEy mC\y rECEiVE • 01 

RR KENNEW 

Q;llll:!1 R 

er.e1 t 1 '~11 
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JR 

Secretory of Statr, 

l'lashlngton , 

2020
1 

Octobtr 12, 7 p. m. 

PLAI!I 

London 

Dated Octob•r 12, 1939 

Rec 1d 2 :28p.m. 

"'OR TR:ASURY FRO" cUTTERr:ORTf' . 

Contrary to the EXpECtations or ~any in the c i ty th£r£ 

wAS no change in ban!< rate today. :·eonwhlle a further 

return of notts from circulation of pounds 3 . 7 million is 

sho~n >n this wctk 1 s Bank of England rtturn, making thE 

total pounds 535 million ns compsrcd with th£ ptak of 

pounds 553 mill i on on SEptEmbEr 13th ond the pr•- war 

(August 23rd) lEVEl of pounds 508 mill i on. ThE dEclinE 

ln the not£ c i rculation together 1•lth a decreasE i n public 

depos i ta of pounds 4 . 4 Mill i on and increasEs in Oovtr nMent 

and other atcurltits in the banking dcpartocnt of pounds 

695 thousand and pounds 653 thousand respectively wert 

rtfleotcd in an incrtas£ in bankers ' depos i ts uhlch were up 

bv pounds 10 , 7 million at pounds 116, 7 ~illion, thE highEst 

since thc outbreak of vtar and some pounds 25 million above 

the level which prtvailEd in August . The abundancE of 

credit wh1oh thES E f i gur Es indica te is reflECtEd in th• 

prevailing discount ra tes which have bun just bElOYI 

2 per cent for Treasury bills , and just ovtr that lEv£1 

for 
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- 2 - ~2020 , Octob er 12 , 7 p . m., tram London. 

r or 00111111l'01a l pap~r, during tht last ftw days , the r ates' 

bdng influEnced by expectat i ons tho.t ·. bank ra t e \70Uld b t 

r EdUCEd , 

Th E g 1lt- cdged "'arktt is thaflins fairly rapidly, 

•' calings t his a f ternoon took placE in wo.r loo.n at 

88 l/2 - 3/ 4 . 

lt£NNEDY 

HPO 

~I t: I ,,. 

1 
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PARAPHRASE OF TELEGRAll RECEIVED 

FROM: American Eillbaaey, Paris, France 

DATE: October 12, 19~9, 8 p.m. 

NO.I 2446 

FOR THE TREASURY DEPARTMENT. 

Today Ccuve de Murville had lunch a t our house . 

Subscrip tions to armament bonds, he said, are coming in 

at a very satisf ac tory rate, te an amount much greater 

el 

than the average or 100, 000,000 franca per day for sub­

scriptions before the war. However, he sadly r emarked that 

on the other hand Governmen t e:q~endi turee ar e running at an 

enormous rate, so that despite the foregoing and the ready 

market which Treasury billa have, over three billion france 

have had to be drawn from t he authorized a lvanoe from the 

Bank ot France. As for payments for military rsquisitions 

- reference telegram No. 24~1 ot October 11 trom the Embassy -

he said that or course compared to armament and munition 

purohaeee, the payments tor the former are an unimportant 

tao tor . 

Couve de Murville rei t erated that as tar as concerns 

payments abroad, for at least a year France will probably 

not need credits - reterenoea: telegrams Nos. 1923 ot 

September 12 and 2~40 ot October 6 from the Embasey. 

It will ba essential t o have credits after that time in 

order to cont inue the war . He seemed to be muoh interested 

in looking into the possibili ty ot "ohangee • in the United 

Stat .. meanllh.11e, llh.ioh aigbt peNt t t he hope that at that 
time 

\ 
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ti• eo .. tao1l1ti .. would be torthooa1as. 'l'he aea1- ott1o1al 

Tote ot two d&Je aso ot oouree del18hted h1a. Re etated h1e 

bel1et that the Br1t1eh will be 1n need ot ored1te troa 

abroad eooner than the Frenoh w1ll need th ... 

Our tr1elld doee not undereet1aate the enoraoue taak ot 
• 

gett1ns the wheel• ot oo ... roe and induetr.r tunot1onins 

again, part1oularl;f tor exporte, but he wae oala and not too 

peee1a1etio. Should there be no Oeraan ottena1Te until in 

t he 8prins - and he 1e one ot the tew here who hopetull:t 

enT1eage that th1a might be eo - he eaid it would be neoeeaarr 

to demobil1~• a aubetant1al number or thoee who are under arae 

tor that purpoee now. In th1e regard he remarked that the 

Brit1eh are muoh better ott than the Frenoh e1noe they haTe 

no general aobil1L&t1on. 

Franoe hae no 1dea ot requ1e1tion1ng Frenoh aaeete held 

abroad tor the preeent, he ea1d; 1t and when the time ooaee 

(and we bellne that 1t ~~Ut ae the war oont1nuee and there 

1e an 1noreaee in Frenoh purohaa .. abroad) he proal .. d that 

he would let ue know well in adTanoe what their plana are. 

Re reaeabered our (oa1ea1on) on th1e utter, aa well u 

ay oonTereat1on with Buett - retee.noel telesraa lo. 1609 

ot Aucuet 26 troa the llaba .. T ~ and he referred to Br1···-.-:.. 

•asreeaent• nth ue ia th1e reprd. Ye were auured that 

thaT would aot tMe &a1 preoipUaw aouoa that eo'llld be 

llJtelT 
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likelJ to d.ieturb markets in tbe United Statea. He told 

ua aleo that t he French Government hae no present intention 

ol requiring foreign residents 'phyeioal persona• to 

declare tbe aeaeta wbiob t hey bold abroad, mainly because 

of ita wiah not (omission) Americana - reference: t elegraa 

No. 2394 of October 9 from the Emba.aey. 

Gold i a still being gained by the fund, he eaid, a t 

about the s ame rate ae in the month o f Sep tember - reference: 

telegram No. 235? of October 6 from the Embassy - and 

our Bank of France friend, whith Whom we spoke later this 

af ternoon, confirmed that the tund on balance is continuing 

to gain, despite heavier payments being mads abroad. 

The French, he said, proposed to let the Bank for 

International Settlement s '*leap in peace' tor the durat ion 

or the preae.nt war. As we had ga thered from the recent 

ataUbente of the BIS, the French Government baa taken from 

the Bank all t he funds it legallJ could. The general 11181lager, 

Auboin, has been mobilized and next week returns t o France. 

Oouve de Murville understood that t he ~rman assistant 

manager, Hechler, will stay at Basel. 

The BIS holds, in 5111 tzerland and Holland,Ozeoh National 

B&hk tunde amounting to about 300,000,000 French trance, but 

our friend believes that whenever theee t und1 are needed, 

Germany will get them. It 1& hie undaretand.ing that Germany 

ie continuing to par 1ntereet on i .nveetmenta in ~rm&D1 by 
the BI B. 

He \ 

Regraded Unclassified



-·-
Be eaid that the bloolt&de .... ur .. are going along 

tlne, and the1 are tr,1ng to reetriot l~orte lnto ItalJ 

to leTele before the war in order to preTent leakage to 

Ger11a111. Havner, the e1tuat1on u regard• I t a1J ie of 

oouru 1110re delicate • than app1Jing the blook&de to the 

amaller neutral c oun triee. 

InoldentallJ, he confll'llld vhat other eourcee haTe 

told ue, that Ital1ane are more than willing to aeelet Franoe 

and Gr eat Br1 tain both Y1 th aanutaotured e:a:porte and 

eb1op1ng fao111tiee, proT1ded on1J that the1 reoeiTe good 

P&T tor it. It ie preeuaed that poYertJ-etrloken ItalJ 

hae lte appetite for proaperitJ well whetted b7 thought• 

of what the laet war 41d tor Spain . 'l'he other evening we 

were informed bJ a meaber of the Legation of Bwitzerlan4 

that the Frenoh are being reall1 •tough• with their 

blockading. Be told ue, for example, that in order t o 

i~ort peanut• Switzerland auet not onl1 guarantee that 

it Ylll not e.:a:port the o11 der1Ted thereflloa, but auet aleo 

auure that e:a:porte of butter trOll ltll&turland to Oeno&DJ 

Ylll not so ebo•• pr.-war figur .. , to prennt the eub­

" t1tut1ng in Swill ooneuaption of Tegetable o1l.a for the 

butter. !hie inetanoe oould be ault1plied a&ft1 tlaee 

oYer, according to our friend troa the 8wiee Legation, who 

han4lee theee aattere there. 

!he Ootober 6 etateMnt of the Bank of J'ranoe, publillled 

to4&1, ha4 ae ite aa1n faature the 1noreaee ot 1,100,000,000 

trance 
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tranoa 1n &d.,.anoa to the State under the reoant authoriza­

tion ot 20 b1ll1on tranoa. Up to the t1tth ot Octo~er, 

theretora, total ad.,.anoee under this aooount ha.,.e been 

3,~,000,000 tranoa. The statement 1n other reepeote 

retleote the ueual mo.,.eJHnta tollow1ng aettlemente at the 

end ot t he month. There waa a reduot1on ot 3, 602,000 1n 

commercial ad.,.ancaa, lea.,.1ng a total ot 11,248,000 -

' wb1oh amount 1a 7 ,ooo,ooo,ooo l eu than tbe total which 

waa reported under this heading in the early part ot 

last month. There wae praotioal~ no obanga 1n open !l&l'ltet 

operatione, which were 4, 270, 000,000. There wae an increase 

ot 63, 000, 000 1n ad.,.anoee against eeour1t1ee. There wae 

n deoreaee ot 115,000,000 1n advanou tor :50 days. There 

wae an 1noreaee in note o1roulat1on ot 1,154,ooo, ooo, 

or rougblJ about the same a• waa ad.,.anoed to the State bJ 

the Banlt ot Franoe . There waa a deoreaee ot 174,000,00? 

1n ourrant and dapo31t aooounte , lea.,.1ng; a total ot 

168,ooo,ooo. Gold oo.,.er ratio roaee trom 58. 98 peroent 

to 119.38 peroent. 

There wae a tirm undertone 1n the eeour1t1ee market, 

although there wae eome prot1t-taking. For the daJ most 

r entea and .,.ar1able re.,.enue eeour1t1ea ehowed moderat e 

loeeu. 

END or MEBBA.GE. 

BIILLt'!"r. 

U:LW 

• 
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TREASURY DEPARTMENT 

INTER OFP'lCE COMMUNICA TION 

DAn Ooh'ber 12, 1939· 

•oo" llr· Ooobraa 

At 1211!5 t.U, llr. Lero7~in - to t he 'l'reanr7 IUid. I put in a 
call tor the e .. re\arT at Jeac011. I r a.aiaa4 with Lero7.J!eulin while » 
opon with tlw h oret&rT, vbo told. hia t o c-t 41r aoll7 in t o'lldl wUh hie 
o.ural c ....... l. At tlw hraiaaUoa of t hia ooD .. ar aaUoD, I ao4e u - in\­
MDt with !Cr. J'ol•7 f or 21\15 P. ll. At that bov I pnaaDta4 llr. LerGT.J!euli n 
to )(aura. J'olo7 u4 Jam ahin u4 reM1u4 with t- while tlw7 41acuaa4 with 
tU J'reDOh J't uacial Cou ... lol' the quaUoa of Op&DiiiC \lw J'reDCh 00'0...-t 
aceoWII witb. tlw J'odaral 11 ....... Juk of J aw Torl< aa ! h eal IC'Oilt of \M t1Dlta4 
Statu . 1JpoD JCr, Lerq.J!a&Dl1eu1 a a.partl&re, tlw tb.rea of u talka4 thia _,_ 
tor ow r toanlwr IUid. lla11ra . n... Jell &114 Du.U1al4 alao Jo1u4 u f or •hila. 
Attar llr. J'ola7 ha4 tMD talka4 'lr7 hlaphoM with 'toe Pradllut t.- of the 
l o4oral Ileum Jaalt of Jew Torl<, U ,.. Uc>14a4 t hat 110 f'llnlwr i llforMUoa 
cool4 'be ct ft ll llr. Lero7.J!a8111in dar1Dc tlw 4&7, u4 I h l aphODa4 h1a to 
thio aftaot at 5100 o ' clock thia eT&Iliac. It 11 .....Ur atoo4 thai ,. will c-t 
iD toucll with hia in liOY Torl<......,.. aa aooD aa ,. ou &1 .. • hia aD7 4afWh 
1Dforoa\ 1oD 1D the praat•••• 

( 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

Ootober 12, 19.39 

Captain Pierre s.Decb of tbe Freneb 11&..,., ll&..al AttAche' at the 

French l!lobu"7, oalled th1a afternoon &Dd acl:t'1Md - til& t, in 

ad41t1on to tbe negoti&tioM for the po.rchue of 100 torpedoee 

reported in -:t -rendl.a of October 6th, thq baTII, after a 

,-ear•a negotiation, entered into a oontract with tbe 1 . w, W.• 

Collli)&ey for the purch&ae of 100 air flulclo &lid 100 !\1e1 fl&elclo. 

t 

• 

\ 
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October 12, 1939 

!o: !be Secro\aq 

rrom1 Mr. Han•• 

Mr . J. L, Kooohln otopped to ooe you thlo mornine, but tlndinc 

7011 aw~ aoltod to ooe •e. I at tach hereto cop)' ot t iro t report he hao 

recehod froa hll aon ill Chiaa, orlsinel of which I returned to 

J;r. Eeeeh1n c.t b1a request. 

Kr. loeohln told eo contldentl all)' t tat In hlo opiDion the trucks 

purchaood b)' the Chineoo wore not at all ouitoble t or tho Job Int ended 

to be perfor.ed. He told me t hat he bad obJected to tho llcbt eonotTUo­

tlon ond t ypo of the t rucko which tho)' had bo"'J:ht In larse quantlt:y. I 

think hlo principal obJection h to tho Dodao truclto vhl cb he oal.d were 

not dolnc 10 vell. While I could not sot him to e"l>rau hlooalf cl earl y 

on tho ou.bJect, I gained the diotlnct lmprooolon that he teelo there 

1:\e;' han boon 10110 10onlcey bualnon In the purcbalo ot thio equ.IP"'ent. 

I ukod Mr. X.o&hin to forvard all tuturo roporh froa China 

87 

dl roetl)' to you. aarkod ' personal and contldent lol.' Kr. louhln roqu.ootod 

no to &4•loo you that he illtando to return to YaohlnctoA within o fort-

nl&bt . and thot ho will get In touch with )'OU ot thot t a o. 

:r . .w.w. 
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Chmp-tns , CbiJ:La. 
SepttUOJ' 17, 19)9 

GJ'OOUllgo troa our lift' hoadquutOJ'o, a qulto 110dorn Yilla 
w1 tblll o ooapolllld on tho edgo or tho outoJ' nl.l or Obllllgtillg. 'fo 
aro 110ot o...ronablo ud I cu aoOUJ'o :rou eTOJ'Jthlll& pou1blo ro .. 
our o...ron baa beOII dono. Our new h011o hal boen doooruod and 
tun>1ebod b:r llro. J'ranoia I. Pu, tho wlro or our suldo 011d tr1001d 
Dr. J. 11:. Pu or tho Kinletr:r of caa..mt .. uono. 'fo han s_, 
bodo (o rool lumr:r) ud tho food 1o oxoolloat. 

'l'ruot :rou will pal'dOil tho 401117 or Ollt wool< but 1t 01llp1:r 
couldn' t bo holped, wo ban bo011 011 tho go onr:r allluto ollloo 117 
laat loUor to :rou troa liolls Jrml&. 'fo new out of llollg Jrml& o r 
lowlooo ot daJbnolt Sept. 7th no Air J"r011oo. A 110ot unuouol 
flight. ADd:r aDd I wore uppiq when tho pl011o olighted at Tort 
BeraN, a J"r011cb OOilOOUiOil J01dwll7 botwOOD Bong Jrml& aDd llaDol. 
'fbOD wo looked out tho window, aol41oro dJ'o .. ed 111 high peaked 
haU ud 0011dolo wore J'Uillli.Joi towardo uo 011d u wo otopped troa 
tho pluo :rou would han owcrn thaN wamt t 011 habitation wi tbill 
ailoo , :rot or a ouddu people bo..,. l"Uilllill& out with p.oollllo ouo 
ud wo both thought or tho "Lut BorizoD" tho ortoot no &OiluiDo. 

lo laDdod at llanol lD J"r011oh Indo-China about 10:30 A.ll., 
olonod ouotou ud after a bitt t o oat Olld etrong oortoo, rtoltod 
tho loool Jlailotrotoo oto., th011oo to Baipl<oDg about 100 kllaaotoro 
an:r. 'l'bo 11at1no wore oollod ADwtoo 011d tbo:r oro ao thiok ao 
tloao, oopoololl:r 011 tho hlgh'W017, but no dlttoroAoo to our bora­
rooted driTOre who folt tl!.at o.llT opoed bolow 110 l<lloaottro par 
hour n.a erroneoua. P"rankl.7, t:b.at 11 oce trip I eb.all DeTer tor­
cot. T1o1t1D& Baipkong we toured tho godOWilO 01" warabollooo to 100 

Juot bow auoh ooocootioD oxioted. It didn't oppoar qUito ao bad 
oo orlclD&ll:r paiDted but it to bad. lloot oargo 1a IIDdor OOYOr 
bin thoro oro - loaded Jlllll<o awa1 Ung dtooharp. 'fo han a • .._ 
plet:e 1DTRtoJT, 4a'\e ot lllr!'iT&l, .. P looat:tOD e\o. u4 ettorta 
will bo dlrootod towards ol-1111 it up ao wall oo gottiq tho 
J oo Sb1ng truok oporatlon uadoJ' W117 for tUlll oil out. 'l'ha aouthorn 
route tlulough Dondang, Luicbow 011d •OilDiaa to aliiOot I.Jopauoblo duo 
to OODO&IltratloD ot ..,.., plaDOo. 'l'ho:r oro gro\IDd otratlll& tho 
roado ot lo .. t twtoo o 4IfT ud ,.,..rouo trullko, oorgo 011d aOD han 
boOD loet. 'l'bo bighwa:r at 0110 point to pron:r far 10110 aooordlaC 
to odrtcoo and 1t l!.ao been tapooaiblo tor tho ProYlnctol GoYern­
aOilt to ooouro flllldo for rapairl, o1 though I no ad need todo:r tho 
aattor hao bo&ll tak&ll oaro or ·b:r tho llaUo~ol GoYtrnaoAt. 

'fo ot117od onr uight at BatplmDs 011d t1Dlabod up tllo tollowllll 

\ 
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da7. Andy IIDd I called upon OeotroJ. Ca.r\roux, tht new IUU tUT 
OoTtrDor ot l'ra.ch Inc1o-Cblna, ••rely a ptr•onal call but intend 
to return tbert aoon If poealbla to curtai l rod tape 1ne1dont to 
frequent OOIIII!AIIdoorl.Dg of suppllaa and oqulp:otnt. Right now tba 
soaollne problem Ia quite acute bore. Will wrltt .. ro on this 
subject at a later date. 

rro. llano! we rode tho "Wagons L1 to• or a otor gouge pullllan 
to Lao Xq, tbanea "IUoheUn• rall oar to Xlmll1Ds, a JJ hour 
Journey. All alocg tho way and aopoclally ot Xunmtns wa wore 
royall7 entertained, banquets, winea, eto. , eol41tra aalute tor 
aono rea eon aDd on account or 87 size I 1 • apparently exbibl t A. 
At Xunains •• T1o1tod tho dr1Yara ocbool ADd aa l6oo aea stood a t 
RtgiaiDtal parade we passH don ool\81l a_tter ool\IID. ft.e tbrM 
oheer• cu.~toaaarr on such oce.aatooe were 81 'feD ua ud our inter­
preter told ua they were tor the Aaerlcana. RooetTtlt an4 the 
Gentrollti.Jio. sa... uperlenceal ~ J:unal.Dg 1rt dron to Chung­
tlns. Wo ban tour nn l'orda ud a:r now Buiolt 1rill orrin ahortl7. 
'l'bt trip woo a renlatlon to ua. l'lrot t ilt hlsJno&To oro c .. paroble 
to our tblrd srado roads. They han aood root boot but no topp1Dg , 
they art qui to rough and lllud aDd dir t are uaod to !roc out tho 
1r00hboard effect. Of couroe the ralnt waoh away tho mud SAd It 
must be replaced. We dro'ft tor tour dft¥1 about 1000 kilometers 
aod thoro oro no aoohaol~al 1ropl.,.ento at any point. Sand ud 
sr•••l aro not to be had betwaan tho two pointe and tho coat ot 
asphalt rotltoo Ito uee proh1b1t1Yo. Tho road ba.o boon entirely 
conatruotod by human labor eTan to bretltlDS up tho rock for ara•el. 
Tho ttrrltory Is rusgod and mountainous, sradta up to ~. tor­
turoue CurTea and the type ot road that aalle tor etasina ot 
oqulpaeat. Aa aA U8111ple or tho typo of country traTtraod, tho 
four tull dqo of aotorlng I a conrad In 2t boura normal flying. 

Wo bad hardly let't tho Clt7 Getoa of J:unalDg botoro •• cese 
upoo a Wl'tokH Do4&e, then another. 1rtthln our tlret two hours or 
t ra1'el •• ou.e upon an accident wttb.iD a atcutt or eo ot ita hap. 
pon1Dg. Ono doad, one 1r1 th head -abed aDd ono 1r1 t il a brolton leg. 
All Do4sot, and all apparently walt right front tptndlea, uloo and 
broken front aprlngo. Our fh•ot :1.00 ltll .. otora w1 tooaotd 12 wrecko 
all Doclgea. None ot the wrecte occur l ,ll the aoN dangerou.e areaa. 
but alway& on the atralaht a-.ye, the lack ot tlrte conYinced •• 
l<ftt ot the trouble 1a inexperienced driTirl coa1t1DB doc grade 
to cODetne paollnt. lach truck oar11.11 ell tht paeeengera poa­
llblt, tour in the dr1Yere aeata be1Di ouat01M1'7, but 110re l .ater 
on tblt tubject of personnel. 

One th1ns ouro, If •• oro golns to sot anywhere with tbla 

' ( 
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~HUOil,.. •n II&.,. IIOre o~ur41 ~-~. DO alircm- pla~od 
trilla ao Oo 'ribraUoa qui~ oeuoo ~bo Ua porto to onOII:: 
oad toll otr. A Chrnolot w1. U ra41ator 11'111 11 ,..IUIUl oa4 
tho Ilodaoo look hrriblo. So tu tho 'flli\oo oro tho Olll7 >at ~o 
ueod 1D qun~U7 ~bat appou to bo rcdor1Ri 1004 o.r'rioo ud 1t 
n•ro DOt alohltc tho7 oro • oott hoado" ot ~ho oor1oo 704. AD4,. 
w!.ll ocrror thio oubJoo~ 110re tul.l7 at u oarl7 date. 11:r purpooo 
iD hlllRI JOU who~ I haTo 11 to iaproeo llr. Chen t hroUih :rou 
thot a auoh hon1or, atur41or "fOhiola 11 o .. ODUol, pro.terablT a 
truck dooipod tor utili \7 aoro thaD oppoaruoo. A hoaTT ir1ll 
would bo protorable to tho orDOAOD~ol ti'OIIIU ud hOOTJ' fi'OIIIt cdo, 
opriqo, op1D4loo, ltDuoltloo ud Uo rode. Wo ha.,. aoUood that 
-oroiol hauloro, quito plentiful lllo1dentoll7, - ~o ha.,. 
.-tODod ~o tho aood tor lo.rpr Ulliu oad - ot Uo aore ... ..,, 
o4d1Uooo oro lRtoruUoaalo II4C oad S~u4oholtoro. 

Tho lRtoruUoRol DSO u-aotoro ahoulc1 bo arr1 rta& at lla1pkoaa 

about Oo~. 20\la, at 1-ot tho tirn P'OUP• Ia.,. ao~ ro~ loaraod 
tho o~oc~od uriTol ot tho traUoro but w!.ll chock OR ~hie u 
10011 ao poui'blo. It 1o -.:r 1c1oa it n cu pu~ U onr, to talto 
onr all oxcopt ll1lltU7 Oponuo ... OD oao throqh routo, R.Ol.Ri 
Trac~or Tro1loro whore toooiblo ud othor oquipa .. t to till lll. 
Wbeu •• pt the one o~ratton tsot1oa1Da, •• ou \Ul"'l 1 t oTer 
to o~horo ,...4 c.-ODco uoUer UDUl wo han tho proooDt chaoUo 
cood1t1oDo la00thoc1 ou~ a bit. Bo aoeurod, honTor, ~hat wo oro 
caretull7 ro'rimq all OJI&).oo but u pr<atooc1 n oro P&Tllls ao 
attnUoa ~o roc1 hpo. Our ala 11 to sot thia .. aorta& qu1cltl7, 
atop tho torriblo looo ot tructa ODd -· ODd ot coureo aoTo 3500 
t oDO llillia• ot '0004 oU aoRth17. 

A word w!.tla reopoot to t .hio ou,.. The buolllooo 41otr1ot, 
1llcbt17 larpr U... 1111-utao, 1o a •-loo. .,...,. l><*>lllp 
-•l.Ri w1. \11 tho llq 3r4 ODd 4th 41outor ha.,. wrockoc1 haTOO 
ODd firo luoo II&.,. boc opoDod up aakiDC tho •-• o.ppoar woroo 
thaD it reoll7 1o. S... ?000 wore killod lll tho tint ra14o. 
Diabolical ol......aooo uco,..toc1 tor Uo hicb 4oa0 nto. Tho cit,. 
11 built oa laillo l ilto Sea haooiooo, OD4 •• llla•41arr bcabo 11-
aUod filaq nruoturoo tho populace ooqllt protooUoa aoar tbo 
olaoet parpoa41oular eUtro, Uoro....,. woro Old otr 'b7 n•u OD4 
por1ohll4, 300 lll au opot ODd lll plata o1alat ot tlaooo abon. Tho 
cliff wallo aoti"' aoro u a own p1po or tllao. At proOODt Uo 
oat1ro cit7 11 boaor-oaabod w!.th baabproot aholtoro, OTOI')' hill 
hu bo.ftloc1 ....... to pronat lllJ\IrT t ... CORCIUOiOD, lR'riUtiODO 
t o priTOto laoaee •• a aattor ot oourao boar word that ouch 
oholtoro oro OTOilablo, undoratODd proa•t oholtoro OU OOCGOaO­
dato onr 200, 000. Aa tho proo•t populaUOD 1a ooUaatoc1 at 

~0 
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onr 500,000 rou can appreolau tu 41eol'4.r aa nr N14 o .... u •• 
Ill opl to ot thla OOilotaat threat \ho people are aotloN.b~ nolo u4 
ohHrtul. 'l'horo 1a a Ulli\7 ot purpo11 aad cr1a 4ehmilli.UOil 
that aucero 111 tor ChlD&I. c..too. h 11&7 tan t lae bOlt tlae 11 
rolaU nl:r lllllaportaat to tbo &Yo:raao ol Usc llore. Ban &lao 
boao 1aproaaa4 witll tba pep .ad loam141loaa ot tbo bnhr olaoo 
oopoolal~ 111 Oon,.,....t oorrtoo. lfoot o t tb• aro rotural4 Aur­
lou ot114cto t.... no SbPilpd u4 aonu,.. proYlllOoa. 

'l'hia aoto lo ""dOOlbt~ dlojollltl4, u4 1 truat rou will l'U'­
dOil U, toot ot \ho uuor la I ban boc lntorrupte4 tlae attor 
tlM. 11111 att•pt to do bottor aftor I b- 110ro aoout- to 
tbo "" ourrouad1Ja&8. Koaznrhllo • o.axlou~ .-itl"C :rour oo.blo 
roprdlll& tllo ~t roeuUa aad a loUor t.... rou tolllllg ao -
OYor;rthlac 11 COlli&• So tll:r I tool Ull:o a tlall ""t ot -ter u4 
oa o.axlou to t1D1all thle Job t o :rour •Ure aaUataeUooo eo w 
- -•• uklll& _. roal 101' -•:r t.... our operotlou. BaYo 
ro-road :rour tlllo lottu baa414 M ooo tllo 4q ot departure, cd 
will t r;r to lln uP to rour upeehUou. 

• urloo. 

91 
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Kr, I, L, leMhta 1\oppM \o IM 7'0" Ulh MralJic, 'ba.t tlJoUac 

7011 ~wa:t uket \o IM •· l au.- ben\o •w of flret npon loe hal 

rooetn4 troa bh - la Ckba, ortctaal of *loll l ,._ \o 

Kr. IMebla at bh ~NqUet. 

S2 

Mr. IMibia to14 M oo~l4•tlall7 \bat la bh opla1• tho ,_ 

purobuM \7 \111 Cblaeoo won •• at all nltalllo for Ulo J o'lo 11lta4o4 

\o M porfono4. B. tol4 • \bat hi hl4 o'IIJMtM to \111 llllat oou-o­

Uoa u4 tn o of Ulo tn&Okl wbldo UIOT 11&4 'bo\l&tlt ta larco qllallU\7. I 

l hlal< hlo prtaotpal o'IIJMU• h \o \ltl Do4co t,..... whtah bo ea14 wore 

no\ dolac oo well. lihUe I cov.l4 ""' cot bla \o llq)rtoo htuelf ole&r17 

• • \he ou'bJoet, I catno4 \he 4lo\lnot t.proootoa t hat be fMlo t horo 

aa.r haft ,_ -• _.,. lNal-• ta the puobue of thlo equt-\, 

I ultM Mr. leolbia to forwari all fQ\Ilft npono troa Cblaa 

d lrH\17 \1 ,... ..- "porooMl 0114 ..ru.onUaJ., • Mr. l[ooohta r-W 

cto \o at-no1 ,... tll&t bo lata4a to ,....,. to Vaahlactoe wUbla a for\­

olpt , 0114 \bat bl w\11 cot la \o,.... wltla ,... at \11&\ \lao, 
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Dear lolr. IHihlot 

Obua.-ln&, Oh l oa . 
l opt.abor 17 , 1139 

Ol'etU asa troa ou_r a ew heett~uenere , a qu1tt IIO<Str"Q Ylll a 

wltb l o • oo:apoud oa t bo odco or tbo out er ...Ul or Cb~~~~Cklos. Wo 

ar • •o•t con t'or\&bl o .ad I caa •••u~• you ••el~tblft~ ~·•t bl • ror 
our comfor t h Al beGA dooe . Otu• new tton~ b.t.ti bo.a dttoore\td aM. 

turotohtd by W'ra . Freoole I , P .. , t bt w1re o r :;rv KU 1dt .a4 trt af 

Dr. r . 1 . Pao or Uo lollah t ry or Cooauateauoaa . r o b ... ~-· 

bod a (a real liWlr)') u 4 tho fooJ la ouoll•t. 

7ru•t JOU Wll1 p~oo tho dol03 o f oao v.oK but 11 al:aply 
eouldn' t be btlped • • haYt b~ftA oo tte 00 eTery a t nut e tlnoe a, 
l al\ ltt \ or \ 0 you t'roa Hong I-ons . • • f l ew out or Hollfj roas o r 
Ko• looa et daybrtftk Sept . 7th Yta Ah· li'r tt.nee . A ,,, , u.Du•u•l 
rll~t. ADd7 u d I ••r~ noppl nH whon tbo plsao o ll~ t od ot r o r1 
Heyard, a Yr•At h oooetea1oa a l 4way bot-e~ P.ooa I OAI un4 Haaol • 
'ttJflll •• l ook td 0\1 \ \ l:lt • 1n4o•. tol d l ert dreaa~ t a b1a;b .Pt•tl:ed. 

ha'• anti •••"•1• we N ru.D.Dlag to..,.rJa ua and • • .. , , .. P;J•d. fNS 
\ t a pleae JOU WO~d haTe awgra \here •aac• ~ An teOl \a~t~D •l \ bla 
aU.e1, yet or a audd• p.opl.e ~epa ruADlAjJ ou\ ttitb ,..,uaa cua 
aad • • bot b t houaht o r t te -Leat Kor t soa• \ he stteo\ ~•• t••uta•. 

lfo ludod o t HOA? l l o 1 r ou b Iooo-Ch llla obout 101 :lO A. ll • • 

ole~rod oua~oa• and aft er a blto t o •~ t and st roDI oo rrea, •laSted 
t ho loool lologla\ rotoo e t o . , thonoo to l~lpkO&g obout 100 klloa••• ra 

• ..,. The natt• • • were oalla4 ADaslt&e ADd they are •• tbt e~ •• 
t l aea, aapeotall7 oa t be hl~•.,. ~u\ ao d l f terecee \o our Dare­
rooted drlYere wbo t el t t bat AD7 ap&ed bel ow l ll ~lloaetara ,.r 
hour ... e rrooeo\1• • l're.nkl7, t hat ta oa• \ rip I aball ar~e r ror­
aa\. l l al tlac Hat ,-oaa •• to~r.4 \be~ ... or •arab~•• t o • • • 
J~at how auaa ooa&• at loa ar t at ad. I t dl da' t ~pp•ar qulte • • bad 
•• orla1aal 1y painted but 1\ t a bad. Moat oar~ 11 uader oo••~ 
but ther~ 4n·• lldJ loa.dad J\&llka awa1Uas J laoba.ra•· We IllY• • aa -· 
Jlete laY .. \ ory , d•te ot nrr l•al, .. , lo .. t t on • t o .... atror ta 
wUl ba dt root od towar4a olton las 1\ up u nll •• gottl na t bo 
roo Sbla4J tra.et oper ln l oD uader ,..,,. t or \ Wl& oll out. Tl.e • r.u Lr,;•n 
""''" throqb Doadu&, l.ulol:o• u 4 HaN>l ag I a a!Jooct u ,. .. a bl o dve 
to --trotloa ot M MQ' p1oaoa. 'l'b07 oro fJ<>U 1 a t r.tlal tbo 

l"'ade at 1 .. 1\. ' wt oe a d.,. u d ataetoul t nell:a , • •1"etO • 4 • • M •• 
be• lo~t . Tho bl llllwiQ' ot 0110 po lat I a ,,..u,. tor - · oaoo..U.. 
to odrtooa oad h boa boa l aJC)aalblo t o r t ho Pro•IDolol Oonre­

lltD\ \ o aacru.re twl4e t or r e, atre . &l. lbou.ah I .,,.. • J•lea4 l odtt.J t be 
aat,•r bel boeo t ftkeu oar e ot by \ he ~•tlonal Qoyara.eat . 

• ' 
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·•1· AA!7 • .nJ 1 o_, U 8d upoa C.iimer•l C"r\.rou.x . t he lit'% l.tU1\~ ry 
_,., ''1Ur of' fre.ooh 1 u:o-Cf, loa, aer~tll a P'·l"d:)UJI} l oa.ll bu t IJltNld 
u t ' tbnrt •oo• t t poo.a1bl• !.> curu U ret:! tape t 'oOl th o t ~ 

- ."!lllt c:cau.a:l! eartac of •up~l1•• u .:1 • ,ut p::~ct. ht cbt AoY u .. 
., .. oUae Fr;)bl .. h -.;ulte •ou\111 t.ere. Wtll r l\• .,,.. oa t hla 
o • c.t t .. l.~t•r J•'•· 

roa • • , , "' ro.te UJ e " W'e.oOAo 1..1 u • o r m.etsr ..:•u.s• J Ull1&D 
L :. lttJ, t t eaoe •,uoboU a• rail ocr \o I UDla.i AO, • :n tour 

j.l~1•7• AU a.loo-t~ \lie ay u.d ec.peal&lly " '- ltuaalD•i •• tr.OH 
J 111 4At• r1e lned , bao.ueta , ~lae. , ato •• eol dle re ••lute tor 
~ .. • • .,. U J .,. 111tCO\IA\ o r :q at:• t•• 111p )e:o.atl7 ech t btt A • 

._, l..il&l&4 • •l • U • t th• ..!r11'.-u •O:..)Ol anJ &a 16C.Iv aea a\OOC! a t 
a J !l at d pu~:l• ~• p•• -.J .~..:a. oolua .. rt• r c..,l,_. The tt..r&e 

.:L• ra Clot. to-: •• ~ oa . uoh , eceatoaa e rn t:'l 'f• .D. u• ud our lato.r--
~ "t\ ~ol ; "' \ hey 11:e ro ro r t he Al.::•rloA.DI , r.ooae Ydt aa.d t he 
..... ottr-.lh l~ . Sool•! eA.pel'U I\Oeal 1roc JtU.DJd.DO iit ci N YO tO Ch\l&6• 
t lll. • • ·•" rJur n•• )or:Ja •.nd r141 o o-. Uut ok will. arrl t e aho rtly . r \ r l p ...,., ... H 1'd a t l oa ~o u a. fl rat t h e htt_;hw~a tlre o...,._rable 
•) JQ~ u.l r l t;r.t.4e r3•·••· t :.ey na•e ,.:ooc l"'Ct beae but no ~pi)lag 

1 •:-e ,ut t• r->~ flft l1 ••.tJ ..ad cUrt e rt, u aed t o l roa O\lt \be 
.-......_~,r! ather. . Of ;J~Urae t l •• td.Da wa1G 8 W.!lf t he &Ud I.DiS 1\ 
::o~ t t. r p1'lCa~J . ' • lro• • ror rour t1Af l about. 1000 kll-Oif1•t.era 
n u .a r .. •=-• D.o a e ot1A.Dlod l onplB!'e:JU at any ;>olnt. t;;a.acS and 
r ., l are !l-O t t o ~ .. ·'"'l t.e l wetoll t he t wo poiat a u d tbo oon ot 

••Pbal t ~•t•• i ta ua~ prob l b ltl• • · The road haa beeo •a tlr&ly 
:~&trwct...,. b7 b\a:UA Labor e YeD to br illa.k1Da Ui) t be rook ror ,;rafll, 
f \ r •l ! J rJ 1 ~ ~~· ~d ~ua,a lD0\11 , br&dea up to 20~. to~ 
t~oo!'O\o ,:,.,.. • • e.o 1 t h• \ J P• or road U.8 t oa lla ~r atAII.l.Da or 
• .u lSI&•'· .U an a t , Jpl• or Uie- tiP~ o:" OO\ID\1'7 tra Yora ed , d :e 
r a..~ ~ rull daya o r aotorla" 1 10 ooYer..-t la 2i hwra no rr.ol. r tytag. 

" • t.a.:. t.a~Jly Lot\ cne City O"lt ol o r CUDaiD,g bat ..lrfl we o-. 
upoca a r • c.ka.! a,o.~..,e, U 1Nl aAOttor . •t thla our t t .ut two houre of 
, ,.. . 1. w-a ca:.e viP• .a • ool.tct ~lt!alA • aiGu;• o r to o f l u t.ap­
p~. Ose ~ .. .1 . oa• •Hh l eft.! aaabe.l aad. ou ri t b • brot c h .s. 
All L~2~•• · ••~ all. appa - aatly • eak r tabt t roat apl Ldlea, •11• • ~~ 
~rokeA ~roat • pr t a.a. Our f l r•t 200 ktlo,eter• ~1\D&aaad 12 wrect a 
all :..04.t• -1 . So.a• o r lbfl •rtolla ooour ta t he aoro \ian.oroua a re11a, 
bu\ 11•• 1• oa tba •t ra ltlol a~~raya, \ h• laot o l ' f l r ttl coa• l notd •• 
.c)&t o r t &.ll t.:-oo&b .La 11 l u .,x;:u,r-1•QOI \\ •!TlYd TA 0080'-l&(t 40wtt. Cl'tda 
' o oocaaena ~aoUat. hoh tnaoJl onrrl •• all t he pallit.D~era poa­
tlbla , rour l a ;be urt ••r• • •• ,. b•l~ 0~4 ~0:ary, bu t ~re l • • •r 
Qa Ut16 eubJect ..,r par..oaoel . 
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o,.l"utoa •• . , , baY• a)rl • t a.rd.y equl,.•t, ao obrozl• ,flated trill• •• tbt YlbraUoa qu.Loltl.r oa.\&.lea t bo Ua p.ar\a 1.o ..,.._ ...s toll ort. A Cbonole~ wi ~li redlewr arU1 l e •uulll -t bt tbdi ll 1~ \trr l..,.t. to t ar tbe 1tl1 u a a ro t be oaly \81 to ut.a 1A ~tu&Ut1 \ hot ap,.ar to bo r lledtrtq aood MJ'Y1 0t aad lt ••' r• aot a1ttU• \bq e.rt •aot\ l:oada• o.t \M at rita 104. Aaq wUl OO"f'IT' ' hl1 aabJeot .on tully u. u tl!lrlJ date. Jty fUrpoM tn t&lllDC you • hft\ 1 ho•• la to 1Apreat Kr. Cheo t broucb tou t ba\ • a uob b .. Yltr, atardhr • M l.te 1• ... e.otlal , fH.ftnbl.J • trvok d.t t lped tor u\111\y 110ro t h!IID appta raaoe. A bt aTy grtll "0\lld be pr• t erablt \.0 tht o.noaeat.al t f'Qil ta aa.4 bMYY r,..., • de, tpr1~. tpiDcUtt , D•*l•• .. !! tlt roda. • • t:a•• ao Ueed 'ha' oo-aerotal h&ult r t , qulte pleetttul t natd .. ,ellJ, , , .. to ha•• nU•e4 t o \ be aHd ror l arger alta and 80111 o f t bt aoro reo•• edJUia.a are IattJ"a.a t.toaala D4D aa4 StudtbUt-ra. 

'f'bt Iattnatio.a.al 050 \Pa oto r t ahoul4 b• er l"hlq a t Ha.lfkoac e bo1l\ Oo\. 20\ b., a\ lM.a 't tba tl ra\ &roUP• Ka•• .a.ot r •t. lee..mecl t ba axpeoted a rr1Tal o r t be \ rtlle ra but wlll cheok oa \ hta aa ~ • • poea tble. It ia ay ld•• t r •• oan put lt oYe r , ~ taka o• •r all axoapt lUll\._,.,. Oper a tloa a oa oa a t b.ro~ route, ualq !7eo\or frallera wbar. teae l bla &ad ot he r ·~ut,.eD\ \o ti l l la. Jbta • • gat t he one op&r a U on ruDoU o.a.t a a:, wa ou t u.rs 1\ OYU' \0 o1bara &ad oo.aeao• aaotbar .at 11 • • La•• \ he p~ ... , oa.ot t a o.oa~ltloaa ~thecl 0\a\ a 'oU. 8e aaa\ll"fKS , bo ..... 1' , t:bat we aH o•ntul17 HTlwtna all &D&l ea bu.t • • prc:ata.d " a N paylaa; ao auaou oo \.0 reel ,.,.. 0\a.r a.1a 11 to s at \ bl&IAI aortar. q\ll okl7, 8\0f \ ba tar r Utl a l oaa or tru.oka a.cl ••· aad or oouraa ·~·•• 3500 \ooe alata• or WOOd oll aoo\bl7. 

A wo~ • 1 \ b raa,.ot t o t bi a olty. Tha bualoaaa d l at: r t ot, aUcJltly larcar t h aa tUlwauke a , 11 a ab.abl••• .. .., boablage - • •lac • U b \he .,., )rei all4 4~11 dieeeter ..... ,._eel ..__ aad tlN l ••• h••• •eta o,..td Uf a.U:la~ t ba .._. •ppau wor M \ boa U reaUr leo Sou '1000 "" kUled h t be tlret r elde . ntabol1Ml. el..-uaNa aoeo•ta4 t or t ba hl P d•UI. r.ta. The olty h bi&U\ oa blUe Uke S. FraDel .. o. oad u l no..,dlary -b• ll­oUtd tllaay a'ruot•l'N t tle popW...M aouc;bt prot:eoUoa aear t:t•• U.Oe~ pe~4lnlar elltf e , ~llere ....., .... - ott b7 th& .. oa4 ,.n.a..s. )1)0 la ... apot ao4 t.a pla t .a. at&bt ot t bo•• a bo••· !'be olltt .. 111 eotlac .ore •• a e1o•• pl,. or flue. At pra110t \he •tire tl~J le _ _, ___ wUia _,roor eb•ltere • .-..ry bill 11M 'l>artl .. -•• to ,.... .. , liiJ•rr r.. ooaou .. loa. lart\atlo .. to Jrift\e ~· •• a .. ,,,r or oour•• bear word t.h• t euob ahol'•" are ••eilabl e. V'Adel'a·t ao4 praact ebal\11"8 •• aeco.e­deM OTII" 200.000. Aa \.be , ,.. .. , pofOlaUoa la I U inat ad ., 
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o• •r soo.ooo yov •• •fprHtat e tbe dieo!'d.er aa air n ld .,..., ... 
I.a aplto ot tl>la -•l .. \ \llne t t ho ~ple n• aoH-bl;r • tole aa4 
ohMrM. !'bore h • •ttr ot , • ..,., .. Ud cPtto dotoi'Qeauoa 
\hal·~~· ill tor C~laa• a oaoaloa, It 001 lobo \lao b.- •ta. la 
relaUYOlJ' ..ataponaat •• t llo •••rage uu._ han. HeYe aloa 
- - lapreuod wltb •~• ,., Ud laam-aaa or \bo b"'Ur alaN 
ta,.ctal17 1a 0oYIIWI-\ HM'loe. II.Qat ot th• . ,.. J'e t aned ......... 
10 .. 0\'0d•ta t.- t ho fhoapu ... 4 1001'\ht .. pPOYiaM0 0 

!Ilia 100to la • dOOlbt odly d hJolatod, Ud I t N U you will ,. ... 
dOG it , tao\ ot tbe _.,,, r la 1 baYe beea lnttrraf\ed \1ae at'«r 
l lao. Wlll *" '"''' \ o do bon er eftor I boo011o .... aowuooood • • 
' b• uew aurrouudlaa-, Mtao•btle .. .axto~•lr awal tlal yo.r .. -1• 
roprdlac t ho Auguat roouUo oad • loner r.- you u111ac ao -
n or;rthlac h iP>la&• to t ar I rool l l.lro • !lab ""' or waur -
aa aul""' to tlalab tbl o Jeb to JOV oaU ro oaUataoHOOl eo ... 
ot.D ~·• &akla& .aa. Nel l'"' -.one;, t~ OV' o,an.ttoae. U.•• 
H-I'H4 )'O'GJ" flat l*'t•r buded • • oa t be 4q ot dep&rtvre , .ad 
will \ry to Un ., to yov.r o~atloaa . 
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Dou Ronry a 

DEPARTMENT OF AGRICULTURE 

WASHINGTON 

Octcoor 1 3. 1939. 

I 

In reply t c your inquiry of September 28, the Europe on war hu 
ohansed tho world ~rket 11tuat1on for cotton and wheat f lour, but it 
h&l not eol.ed our 1urplua problems tor thoee commodities. 

Contr ary to popular beliet', wa.r does not inoreaae the total 
oonau:aption of cotton but ratlwr tenia to deoreaet it . the br eak­
lAG out of • ar In 1914 ct.u .. d a disruption to t1w ..,.ut IUl4 o. 
draatio decline in oottoo pr ieee. You will r•oall the •buy-a-bale• 
aov.w-nt lrhich re•ulted. For the entire tour yt~lrl ot the World 
irt.r exports awre&ed ooly about t..o-thirda of wllt.t they ht.d durin& 
the tour pre'rloua y.ara and they did nat reoo•er to the prewar 
lovol until 1924. Althou£h pricea recovered t radUt.l1y in 1915 
they did not rise o.boft tho prewar level until tonert.l inflo.ticn 
got under way. 

Because of the reduction in toreitn mill otoolca oome in­
oroa.ae in exporte would haft been anticipated th,il year without 
t.4 export progre.m it war had not broken out in Europe. With Ger­
oany and the root ot Cantrt.1 Europe lor~oly, it not ontiroly, r o­
DOTed f r ca the aarlolt n taoo the alt.ernatiw ot .o't"i.ae our export­
able aur-plua into the N:;&tnh~ aT&ilablo urkota or 1Doreaa~ our 

d-atio otocke otill t'lrther. !be oo.rryoftr at t ho betinnin(; of 
thia crop yeer waa equal to a year 1 a oonewwptioo. ETen with the 
nport pe,ymont prosr.., in operation and tbe atimulaticn to export 
lt.lea and. d.omeatio pr1ooe 'Which haa reeulted trCif1 it, cotton prioea 
hove not been much abo'fO the limit at wllioh t. cotton loan would be­
ooone IIUIZldatory Wldor the A&ricultural Adjuoboent .l.ot ot 1938. In 
t'aot, the o.ore distant tuturea months have boon below the Qilrlm\Uil 
lnel at wllioh the loan wt.o eotobliahed last yet.r . Tho doollno In 
prioea at country point• hat reaulted in a etr=& cMaand tor a loe.n 
protrm this yeo.r . To dhocntlnue tho export po.yMnt protraa under 
the •• oo.Ddl t10111 would alaol't oorta.Wy reduce export at.le • and 
pr1ooa &ad re.ult 1D a further lar&• acou.ulatioc ot ootton UDder 
the loan. A 1om procrm ..-:~ beco!l:llt neceaaary 14 Ill¥ eTOJlt but, 
it 10, lt 1a hoped tht.t -.ith tho t.id of tho export prov• it nll 
not reeult in a .turtner aoO'UD\Ila.tion of loan atoaka at thAI end ot 
the current crop yeu. 
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Tho wo.r 1e not l1latl7 to l..Mroaao tho dOMatio oonwooption 
of wheat. Wo han an exportable aurplua Olld our produotion haa 
lo"' boon goo.rod to 011 export ao..., .. nt, .Uthoup Wheat pr1ooa ad­
Yt.naad aho.rpl7 on tlw outbreak of wo.r , the,- han alroad7 reaot.d, 
fho proaont world Wheat oit\lation 1a ney dittoront fr• thot ot 
19H , World auppUea o.ro now tho larsoat on ,..oord. World pl'<)­
duotion haa iaornaod both in Suropo Olld in tho sroat oxport1"' 
ooW>tria a of COilada, .Argentina, and .Auatralia, Groat Britain baa 
appe.reatly a&de arranc .. nta to aoqui.re neo111t.ry auppli11 f'roca 
the Doain1ona, .U thOllf>h tbia ~ to •- extent rodu .. th.o o-.po-
tl t1on Wh1ob our who at will aoet tr• D<ain1011 auppl1oa in DOutral 
oountr 1oa, it will ourtall aD7 additiaa&l export t.u.iDOu booAoo 
ot il>oreuod war deanda. l'oroisn oountrio a aro oontinuin& to alll>­
aldiao oxporta cd world prio .. o.ro -torlall7 below thooo in tile 
United Statu, If dc.oatio prio .. 'ftro to fall to tbo world lo""l 
the7 wCNld bo -b lowwr tbOil tlw •In••• loan ratoa, 'llhlob ,.... 
u.Dd&tOf'1• Suoh aituatiOil would reault 1D c txoeeein toou.ulatioa 
of wheat llllller loana and prob&bl,. in loaaoa to tho Gonrnact u well 
•• to tar.ra. 

The ocmtinuatlon of exportation• of Wheat in tho fora of flour 
hu aonral adnntagoa, 11'itilout inorouins tho ooat to tho oo..om­
•nt it 1a poaalblo to han tho additional allllftS doDe in thla ooun­
tey, lloroonr ainoo oona-ra tend to be hoot tant In ohanglftS brando 
there 1a a sreator proopoot of ocmtinuod export aaloa attor tho o.,... 
pletion ot tlw prop-... prorlde4, ot oour11, our flour om btl aold at 
prlooa whlob - It roao011abl7 o-titho with forotsn flour, llat­
urall,-, It - prloe ditforentlal boooaoa .. sroat that foreign oon­
·-·· t\1.1'11 to other brOllda it will bo oorrupondlftSl7 dittloult to 
reeetablilh .a.-riom tlow abroad. file, exportatica of flour alao r. ... 
aulta 1D a boalth7 _..._nt ot -at thrOUC)l dOROatio trade obannola 
witil a ala••• ot GoYO,.,..nt intortoronoo or partlolpotloo. 111tb the 
t..pro.,...nt in tho -.loot and tile iaoroau in de....S iaRo41otol7 fol­
l ow"" tbo bl'o~ out of hoatllltioa, tbo ratoa ot aport p..,..nt• 
ca flour wore roduood, fbo prooont lowor ratoo ot nport poponto 
aDd the -h l owwr priooa at whiob torolgn aUla oan purohau moa~ 
han rooultod 1n a d1alnllt1- in ezport aalu. Thia aussoata that 
porhapa tbo roclllot10110 'llhlob han alroad7 boon Mel• in tho ozport 
p.-ate 0D fi0\11' ban been 8081'ftat ez.CM II1Ye • 

.UthO\ICh thla Depo.r-t baa al~o ocmaldorod thuo ezport 
prograaa to bo ~01raey, it haa appoo.rod inaddaoblo to dhoontlnuo 
thea ._, l•t . 

IIOilorablo -.,. llorpDth&u, J r , 

loorotor7 ot rrouur,.. 
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SUbjeott Ooll41tlono at lla1phoac. 

!ho lloooral>lo 

Sir : 

!ho Socrotorr ot 
Vuhiacton. 

Stat., 

llaDol , hoDCh h dochiu, Octobv 13, 1939 

~d)_;)( 
1 ha" tho hc110r to r-..ort oqpoa collditloao at the port of llalphcac, u ob­

oen<Cl 4u.r1"' ~ rocoat trip to that port, a t which u .. I aot olllJ' Tiolto4 tho 

Y"ar1oua cellttrl 1n wbicb cugo la bel~ atored. W.t al,ao con..-er ae4 at aoM le.D&th 

vith Tarloue peraoa.e, Cbiueae, "hench, and other naUonali U ee, p.,- tlcul&rl¥ 1a.­

tcrested in t he ehipeent of cargo t o China, 

At tho present tlDO, lt lo ootlaatod that thoro Ia an ac~tion ot frolght, 

oval tlJ14 ohipaont to Chill&, of fro• 1;o to 3;o thoiUud to,.. It 1o 41tf1cult to 

reconcile t hla v14e r~ in eat~tea. aa t he p1r1ona 1D41cat luc theae tlcgrea 
ore nputo4ly ln a poolUon to know tho facto. In fill oVIl oplnlon, buo4 upon ol>­

acrvatlono and glvlac volcbt t o tho otato.,.nto of the Chlof of Cuatoma 11t llalphcng 

Md of otrlohJ.o of tba Southvutorn !l'ranoportatlon Compaey, I ..,. lncUnod to be­

Uno thllt thoro are oomovhat oYV 200 thouaand to111 ot Yarlouo typoo ot carco 

.,.u tl111; ohlp""nt to China. For a port of tho oho of l!alphc"', thh h _...,. 

t!uo tt:e norMl capac! tT. 

At tar aa I am awue, the French authorltiea and the ubiquitous •t:ranaittUrea• 

hove made little or no effort to lnorouo otoraco : ao111tloo boyoad what t hey 

were be/oro Haiphong became one of the chief porte of entry into unoccupied Chi~. 

Ic eonsequtnce , mch of tbe e.boTe-ua.Uoned uo\Ult of car&o ie etorecl iu the open. 

"l'o be eu.re, Cb.l..D..eae pYerzment&l -.:euciea ha•• etut·e4 t he conetructlon of a 

mu;ber o! -varehouaee but. ac:cordirt.e to one obae·r••r, a foreip reeident of 

!W.phong, oot mob progruo hu boo11 """'" tovard.o proYldi"' adequate otoraco 

facill tleo. 

Aoeord.l~~t; to lotorll&llto little hu been dono to lnoruao and to l11proYO 

actul port faolU tloo, notvtthotandiac t~ urcont need. for an lDCroaoo ....S 

i~~pron,.nt 1D ouch fac111tloo. I ha ... boeD lotor•d, ....S I .., 1nol1oo4 to be­

line thh otato110Dt, that t~ groat -.fori ty of ohlppl"' oo11panloo aorTi~~t; 

Hslphoac nov require that ahipporo W>dor t llko to romoft carco a t onoe. 'l'bh under­

taldr.g h roqulred. to a•old a oltuatloo vhlch 1t 1o oald. arooe ID the uot too 

dhtont put Yhon 80ro than JO ahlpo wore In port awlll t1"' an opportu.nlly to 

dlacl>.arco carco . vlth faclll U oo aYailal>le for tho dlocbarco of onl7 & ,., "t 
~ thM, 

Seeldnc t o oYercoae what •i&ht well be terM4 1ebeer inertia' on the pN"' 

ot t he hencb . i n eo far u l..m:)ro-ver~ant ot fac1 11tie e at Ha.lpbon& 1a conceru4 , 

a nuber or foreign compaai •• han el\d.eaYOrec1 in t heir own be ball t o rtfled¥ coD­

dltlolll, A Brltioh tln, Jard1,..1 , ha'I'O anchoro4 ono of tholr larceot boato in 

t ho harbor ....s are ulac lt for a toraco. !blo co~~pOIIJ' h coDto~~plat1"' 'brlocl"' 

a oeeond 'boat t o Ealpho"' for tho o&DO pu.rpooo. Joth thlo COIIpaJII' omd another 
foro! CD 
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for e1p firm are underetood to have worked out and to ha'n propoaed to the French 

""thoritiot s plan of lighterage to the nearett Chloetc port on the ~Qlf ot Tonkin, 

10 u to relieve hipa..v and railway C::OD.geation, but 10 far onl,y a partial su.oc::eta 

I< Jtc:urla& the a!op tlon of the pl8D 1o reported. 

J. trip throutlh the ttora,:.,. centon of l!aiphellj) h UDpleattiDtl)o lllUIIInatln&• 

::vHf r.Ya.llable 8pace appear• to be piled with cato' and boxoa , boi lert aDd machin­

ery 1-.v to utter coatusion &long the wAter front, hw:l4red.t of boxed automobile• • 

&:t eytr)'Vhtre in erlde.nce . I u 1nf'ort.N that the pereentace of lot• throU&}l 

che!'t lt not tneonalderable u4 that t~ 4epreeiatlon , t.trouch expowre tc a bot 

4~ cl1=ate, it hea'Q'. I obaer ved a larce zmaber of caaea, broken ud with whole 

aldftt mining, mer ked precit1on machinery. A well-infor med Oblneae 1nlorce4. me 

tt&t a t;ao4 b lt of thh aaehbery ha4 lain on the 4ocke at lion& lrong until t he 

!:ev :"trr1tory border vtth China we.a cloae4 by the Japa.oe te torcea, that the ma.eh1n­

•::· vat t hen ahippe4 to HaJphonc;, vher e lt baa laiD aubsequ.entl,y. 

To the louu occae1ono4 by theft AD4 through upoture t o the ele~enh 11111at 

be added the factor of tellll)orary l ose . One forelCJl eource of lo.formatlon, tn­

ter etted In the ahip...,nt of certain I te"'• to Cllwi6J<IJ>&, atate4 t hat he ha4 epent 

a ~~•r of veeke tr,ing to locate t he ~bereaboute of theto ite .. &e4 that they 

:ad fi~y been foUDd ~r pi lea of boxea end cnaea . In t hit aa=e conDectioc -

I &e intor .c.ed t bn.t unleee a ebipper haa a.n acUTe represent&tlTt on the apot to 

a eo whore hi a cargo h a to reel the eugo vill probably be mhplMecl amo"4 the 

pllet of acCUJDill&to4 f reight . In maey lna tance• thor ecor4• of t tor"C• are rucli­

:oeotary and of 11 ttl a actual ftl.ue. 

iven the repretentat1Tt t are unable to acco~lith ~b tovarda the relief ot 

the congee tton and confuaton vbich preT&ile . Practically all foreign concern• 

aDd all Cbineae co•ern=enttl.l. agenc1ea matnt&in repreaent&tion c.t HalphoftC. So 

: a:- &a I eu obaorYo t heae epond t heir tl~t-o in t Ddleaaly r epetitious efforts to 

apoed up trentl t to Chllaancl to br in& or4or out of confnllon . ~ ptychological 

reactloc of t hett representationa it ge~erelly one of hopelettDeaa, eepeclally 

"'''"'' the non-Ch.lnau. Thi o effect 11 b.olgb.tenecl by the fact that 1!&1phong op­

peoro to be ~1•14ecl Into two campo - t he French blome t he otb.ora (pr incipally 

tao Cb.lneoo) for t he prooent t1tu3tlon, vhoreaa tne other• (not only t he Chlneoo) 

aecuac the French or obatructioniat -.thode. 

Howe.-er, from w;y eonftrtatlons , 1 aa ~onrlnced that a deteralned effort it 

bel04 cede on both al4ea to clear up the accumulation of carco. I me¥ odd ~ 

!!!! that it Ia cttlm&tecl that at lecat 6 mon thl vlll be noe4e4, oven If DO nov 

eargo Arrl•e:a, to effect the reJIOYal of thit &c.cu.all ation - &D4 lt it IIIOfl than 

poulblo t~t It 111.1 take tvico that l oQ&. '1'he Fronch aro UA4Dubte4l:r 4011rou. 

of c:lea.riat: th.e port, for N.110at purely polltie&l reuona, &D4 baTt unqueat1onabl7 

med.a ~· eonceadont to ehippera, in contrut to the U%1ploaaut r t,S.dlty ot pro­

cedure vhich pre•ailed in the 4aya prior to the Slno-Jopaneae conflict . The 

ahlppere (aDd herein I 1nelu4a Ch1110ee co• ern.mental a ,..oa.elet) are eq_u~l7 anxioua 

to ~t their eargo to Ita deoth;atlon, for practical rocaone, t1D4 lll'e ban41"4 

e"el')"' effor t to that eDd. It t a u:ntortw::lr&te, but t bero seeM to be a lMk or 
effec\1Ye coordination. · 

Bo" ••er, ole•nta or extreme &D4 unutual ad?trtlty haTe Jolne4 to reDder 

dit~lcult the 1-.!lato cloarin& av~~:~ of cargo eonc01tion. The railv a.:r to 
runa~nc. 
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1uu104, at a polDt ill Chia.a, l>aa t>q>erlooc..t a ...,.bor of I.AadoUd.t o 
t:>4 at tho prt ttlll U• baa carrlo4 DO carco for abo'l&t ho woke, ODd will 
pro'oal>l7 carr)' 110 oarco for at lout tbroo 100re ""'"· 'l'hio .,..,. a le>oo 
of !roo 10 to 15 t bov.a..,d. tona. !he bii!IWT to 0~104 b&o ben oubJ act 
to conotant boabtac, botwooa the froatlor &lld. l&antac &ad tr&ff lc proceedo 
botwoD thooo polato a-Aer&ll)' olll)' at nl&bt. 'l'hlo rodncoo tbe uCUDt of 
carso which llic;bt bo oarrled b:r thio route by a t l oau 50 per co11t , 

Jor a t h10, I undorot&lld. t hat tho lronoh 1t011ld &UOit clear&nceo of 
only f r om 50 to 6o trucko (all wi tb carco) oMb 4<17· Tho lntor eato4 oworo 
of l bt trucko &114 auto=oblloo at RaipboQ£ protootod t b&t the Proncb obould 
all01t a sroaur nll<lbor to be cloart4 clAil)'. Lop oall7, tbo J'rellCb b&4 ., 
a1aoot u.AaDiwer&blo argwoent ln their faYor , ao tb&:r lllllint&lno4 that olll)' 
lhot nu:~ber of trucl<o e.nd ,.uto.,obileo obould bo cleared vhlch coald bo 
handled on tba bJ&)lwa)' botwon tho fronUor &ad IINIJlJ.ac. 

Tbtrt art at lbo preoont t i .. bot""'" 2800 &114 }000 trucl<t &Ad 
AUtOI:>Ot !lu within tba contineo of Ralpboac, with 110ro u-pecttd 1Jl tho 
l'oturt. 'l'ho sreat &I<Jori t 7 of theoo (at lout 2000) art oUll ill COlli 
or oelll ro~uiro u:to1111Ye preparation bofor o t~Jd.ac tho road for Chla.a. 
I haYt tollcod vltb n r ioua per oou eaca&e4 i n t blo vctk ot aoo011bl)' &114 
'Cr.-p&ratloc end I baTe reee1Ted the Tt rJ' def1Dlte larprenlon that the7 
Art haD41""!>o ad b7 a lack of fa.cll1U eo. .Another coc41tlon of vblcb tho)' 
corrplaln 11 the nace1l1t7 of e:rplo;rl nc IDdochlne ee i n f111B.D7 capacltlea, vhera 
Chlneu vorlaoen w uld be cbospor and 1t0rt offlc ltnt. 

Tho lrtllCh hoYe rocentlJ adopta4 a mort l t nloct 11ttt tudo toward the 
nWJber of t rucko Nld automob!ltl wht oh ~ bo ohared deilJ from Hal pboac. 
Thl o chonet doo o not raoult from 1<111 dootro t o a ootot tho Chtneoo lA the ir 
oroble•• · altholl6h I bolloTo t hat the lronoh h&YO boon falr l7 gonorouo 1D t heir 
treatnont of t hooo problema, but rather t o hatton t he olearl~ of the port. 
"-• cent1one4 lu rq t elt&TNill of Sept ember 20. ) 'P·•·, M.d October 11, 6 p. m., 
tho l'roccb deolro to aYoi4 tho appe&riiDco tb&t tho:r are actlnl:r a n lotlac 
tho Cblnou. fbtro doeo not appear t o bo ...,..hla& confldontl&l ,.bout thlo 
4t alre, • • lt b.u been m.ent to:c.ed trequ.entl7 in con.,.ere.atlcm Htwtll l'rench 
offlcl&la and a coneldt rable uuaber of noA-lrtDCh pereona. 

llltbin tho laot few cla)'o, I haYt boon lnforMd that "" order baa be• 
looutd tkat all truclto and auto:>Ob tleo ..,.t loaYO !!alp~ witbln three c1A:ro 
&tttr &llt abl7 and preparstton, recardlt ll whether \be7 ba•• been lo~ed or 
not. It hoYO been ctnn t o undor ot &lld. t kat tba order dou uot lcollt that tho 
trueko and automobile• depart !or ChlDa - on tho ooutrar)', U 11 oald tbft a 
nu:ohtr of pl 110oo (6 lu all) han bun deotpatod outotdo &114 to the weot 
lllld north of HalphoQ£ whore t he trucko and t.uto110btlto ~ vnH, for & 
load or f or aft¥ r oaoon. Thlo order oYld.onceo the prooouro bolng applied to 
aoco1orato t ho • oYlac ot tho t romaD<Iouo conceotlon of oarco at HalphoQ£. 
Paronthotlcally, tho Ohlnooo compl ain that tho doolpatlon of theoo •parking" 
placta 1 1 but an e xcu1 0 t o tmpoae a • taxe de etatlonnomont• . Tbe7 eentlon 
tho O"""J)lo at LaQ&oon where ouoh a tax to oa14 to be 1~~poooc!- I piaotro the 
tlrot d&J, 2 tho IOCOnd, J the third, and 1 0 ODo 

'I' he 
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fho oDtl'7 of J'l'- lDto a wr wUh O.r.q, tho oaltooqllallt h- of 
a U ot of arUoloo which a&T not 'be exported troa I adooldaa vithout opoclal 
penolooloD, tho pro'bloa of t raatMilt of Ooi'Mil 1>0odo, ot oohra, bono all 
c0Db!Do4 to coapUoato Hal phone' o pr obloao • 

.lo aoAtlono4 ill -q teloc:ramo, r oforrod to abon, t horo lao bon .,. 
tncroaolQ4 coDOorA ao to tho attitDdo of tho J'roiiOh to~Mrdo t ho cooda Ia 
ID4oohlna or arr h1DC hi IDdooldaa whloh aro OA tho llot of prohlb lto4 
oxporto. J'or tho tlmo bola& tho .. t tor ••••• to bo oottlo4 - that e xport 
(on4 tr&Dolt l o COAol4oro4 ao an export) to prlTa to C01Dp1U>lot In Ch1u obsll 
coAoo fro• a 14Dlght ot October }0, that oxporto to the Ohlnooo Oo•ornaoAt 
oholl ........ fro• a date to bo aDAOW10o4 l ater b7 tho ao ......... t GoAoral, 
.. d that o>porto ODrlNCod b7 tho Slno-.berloN1 loan ecroomont (tho 1Jn1nraal 
Tro4111& OollpOJQ' lou) oholl cOAtbv.o. lhlt t horo ha" boOD rocurrOAt ruaoro 
that t ho J'ronoh attltl>ll.o vill bo IIQCh aoro • trlot u4 t hio had tho happT 
e! teot of oauelac tM Tar1oua a«eD01 tt 1nttrettt4 tn abipeenta to China 
to rodoublo thoir offorh at i!niphoO«· J.ecordiO« to ftll-ioforao4 oourcoo 
of IAforutlOA, aoro hao boon accoaplloho4 In tho laot two woelco t hao in t ho 
lalt h o aoAtho. If tho - toapo oan bo aalAtalnod, llaipho~~« '• probloaa vill 
b110lY~ tbe IOOllt!'. • . 
E~olall7, .ach hoo hon dono t o aon tho larce aaounto of Go....,. 

t;OOio. It ,.. foaro4 t hat thoro 'WOlll.4 bo a coaploto oabarco 011 tho aonunt 
of thooo coo4o but u t ho -ttor otu4o thooo a&T bo ao•od b7 a cortaill dah 
( •arloutl7 roporto4 ao October 25, Octobor }0. ao4 a lat er date) provided 
proof of para•nt for tho coodo pri or t o t ho 4oolaratloA of war on Sopt ombor } 
II forthoomlnc• 'l'ho Ch1nooo 1D. Illdochlnn olala that tbh h ""' 1muouo.l 
bardohlp lnnomuoh ao 111&J17 of tho rocolpto aro lA 0oriii&JIT aa4 bonoo obt nlnablo 
o•l r at IOI!IO dato In tho dlotant futuro, it at all. In aD7 nOAt tboeo Goraan 
I!Oo41, IIV.Oh of whloh I fear vill b o found 111 bad ooadltio11 ao a rooult of 
lapropor aa4 corolooo otorago, aro b eing ao.o4 vith all oxpoditloA. In fact, 
I oboor•o4 t hat tboto coo4o are belnc ct• on a certain aaount of preforenco. 

Vhlle tho eToDto of t ho last two woeko, ao oat forth ID t ho precoadinc 
paroc;ral'h•· hao canood &A accoloratloa I.A tho tranolttiQC of &<>odo troa 
liAipbcAC to Oldl\a, other onuto haTO cauaod ••• I'Otardlnc. J.n appreciable 
D0.11btr of ID4ooh1u•• .chaf"fMlrl ADd - · a 'ct. &I well .. g eneral votk:MJl, 
bon boOD aoblllzod, an4 t ho roplaco•Dt of thooo b7 CbiJ>ooo hao not TOt bo• 
froel7 poralttod. It lo 'DD4<orotoo4 t hat at tho proaoAt tl• AO&etlatlone 
IZO &O I I Oil vith tho J'l'oACb ... thorltlot t O poralt t ho laportat!OD of CldAO OO, 
parUc:ular17 oballffoun. Cooperation on tldo pol11t will Hrnl a uaetul o..t. 

'l'bo re quloltloA of trueko an4 autoaoblleo at tho OAOet of war bad aloo 
an adYeroo offeot , wldob U Da1 be ao1ltlOAo4 hao 110w boon OAtlrllT naodlod. 
I n thio ooiU>ectlon, tho ])apartaOAl Da1 be 1Atoreot e4 ln tho follovlnc lnc!dont . 
A nu•l>er of trucll:o ot t ho J'oc Shlnc Col:lp&AT ,.,.. erro11eov.ol7 requloltlonod 
aa4 wore hold In J'l'o11ch oerrlee for a ,_ber of 4&To. lloprooontatloAo b7 tho 
Oh!nooe oocurod tho return of tho trucko but the Oldneoe 4omaa4od an4 rocol~ 
a oua ot •oD07 for tho uoo of tbo t ruck•· I aa lntormod that tho PreiiOh 
bon oo11evbat reoont od tho noceoolt7 of tld o pA11MD.t, althcJl&b tho pllMDt 
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Juot, aJ14 a f orolCI' ohornr ba4 co-ated that for a -11 11111 of .., ... 7 
tbo Cblneoo, at loaot 1a tlllo 1D.ot uco, ha'" •hood a chanco to further 
facilitat e frlondl7 rolatlona, 

l).,plto a corta la uo=t of frlctloa botvMa tbe h'oach lAd thcoo 
lnt oreotod lo ohl.,...nto t~ IDdocblD& to China, I boll .... that there 
to a doflolto lopron•nt In coDdl tlont at l!alphoog lAd aloac the road t o tho 
frcotler. Both oldto aro ODdea.-oriJIC t o cloar up t ho COJI&Ottlon of carp 
~t that port end aro tn'IIIC to accolorato tho truolt to Ob111a. Row far 
that lopro,..unt OIA CO h. how .. u, ro.thor problematic. !bo J'ronoh, 
r.ollog thet tho liquidation of tho Slno-Jop&~~ooo conflict will ....... tho 
tocroaoocl co=erclal act1Ylt7 of RalpboJIC, aro uzrrilllll& to co to tbe o:qMOnM 
of locroulog t ho faolll tloo ot tho port. !ho Chlaooo, utll truoportatloa 
con41tl ono beyoDd tho frol>tlor aro croatl7 lcproncl. are r t "OOrtodlT unalllo 
to ... tor lall7 IDCroaoo t ho YOl'Oile of f ro lcl>t la&\'IJIC l!alphoJIC for China. 

lt 11 po,alble \bat creater coor41DAtlon, &Dd •••n cooperation, can bt 
bro\liht dbout. The hencb, howeY8r, cont14er the aituatton a tiJI'POr&l'7 one ­
to be cleaned up &I aoon aa posalble and, ln Tlew ot the exl«enclea of the 
war I n Europe and tho oltuatlon In t ho J'ar last, ono not to bo ropoate4. 
'!'be Chinese, accordlnc to moat non- Chin••• lntorman\1, are b&n41eapp6Cl 'b7 
too D&ll7 peo":>l o hi authcr1t7 or clal:o!llfl to haYO autborlt7. I. " outralhatlon 
of offort 1o t horofor o apparantl7 call ocl for. I a. lnfonocl thot a cortala 
a&:~t:mt of reorpnhatloc 11 UDder vaT la. t be Chlceae acencl••· I a. t be ze.anU H. 
a 4ttera.lue4, 1! no' e ftlclent, effort la btlD& cad• oa. both aldta to clur 
up \bo cong .. uon aDd to otart the f"lcl>t on Ito wq t o China. 

Crl~1nal ucl II cop loa to Dep&rtsent 
Copy t o 'Slllbaaq, Chw>&lr:IJIC 
Cop7 to Embau;.r. Pol:plac 
Cop7 \o Conaulato Oonorol , Hong Kooc 
Copy to Conoulat e, Saicon 

CHARL!S S. RXID, II, 
"""'rleao Cocaul 
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INTER OFl"'Cil COMMUNICATION 
~· 104 

TREASURY DEPARTMENT 

•••• 11r. Coohraa 

!ho foreip ox""•np .... loot ,.. qlliot \Ilia •rainc, lollt 1a .a.. 1114.-.ttel'IIOOJl 
-..- .. ,. aeun , &llll \1M • ol- of oMrUac a-.......,uoae for \o4q wu -UT 
!Mr .. .aod onr prniau Aqo. 

!Ill feature waa ~ 4rop 1a ~ oterl1nc rate. In .AMtara.a aMrlinc wu 
qwo~ at 4.02-3/11, &llll opa- lwre at 11. 02-i/11. !1.. raM 11.4 a oof\ ,...r'oM, 
vhlcb. wao prob~}T 41u '- - o><WAt '- ~ reJocUoD of \1M 0..-.a ~ pro­
pooalo "b7 t.ho Br1 Uob. -">out 3 P••• ..,.ral llw York balllao reoo1n4 or4oro 1Yoa 

obrooA to ooll a 'otal of Jo250,000 &llll 5 , 000,000 J'renah fraaco, all 'o bo ODO<lteol 
ot lho but pou1blo rate. !1.. rate 1aooodl.ate}T otarteol to bol1DO froa 11. 00 o.D4 
cloM4 at }.96, tlw low for tlw Aq. !1.. lronch frano aloo boliu<l Glrinc ~ 
..- por1o4 frca 2.~-l/14 to 2.2!4.-1/2. 

!Ill C.....Uaa 4ollar •"" 1A ~tlq wUh \1M poaa4 oterliac &llll - 41.­
CGWit wiol.oMd to 11-1/1111• 

leportinc b&lllco 1A lfey York &llll - J'obra1 leoern •w reporteol &aloo 
toW1nc ~7 ,000, troa t1w fol10Y1nc oOIU'OOII • 

C~rcial CODCe~ ••••••••••• ••••••••••••••• ••••• ••• •• • • •• ••iii•()()() 
J'orol.p balllao (Jvopa, rar .._.t &llll IIO<lt.h .AMr1<>a) ............ :l. 000 

!oW 7, 

l'llrcb.aaoa of oterlinc ...,_...,_ to :1.n2,000, aa ill41<>ate4 bolowa 

IT ~rcial co~n. ••••••• •• • ••• ••••• ••. • ••••• •• .••.••.•. · ' ""''•"""' 
B7 fora1CD b&Dko (rar laat,luro'po &llll ISout.h -rio&) ........ . 

ToW 

!Ill ~ of Ian-1& pa.ro1>aH4 1a \Ilia ...-loot 20,000 bolcu &llll 10,000 pllbra. 

!ho llaUollal •w of :hlci• oo14 t2 ,91!5,ooo co14 froa tlwir ._n:.o4 -
COGDt, 

!ho lobra1 l .. orn lallk of lfey York 1ofol'M4 u that \bar W reoo1n4 
rol4 • alu4 at $767,000, aMpped liT * •&Diaoro !rut 0-AJQ". I.oDdGn. 111>1& \bar 
oaraarlcod 1n tlw1r YIOIUo for ~ _, tr1aoa1 .&&eDt of \1M Ulliteol ltateo for 
t.ho B&lllc of • ruil. 1 

Ool4 Y&lu4 -' t5,611o,ooo,.. repor\04 aMpped fr- JlfPIIA to .... rr...o1-. 
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!rho leAk o! Swodon cable<!. to \be l odor al lleoern lion); of !lew York 1D~..UC 

lJ H vat intorootod in oollillf: to t ha Swodioh Min t oU Ter baro 1D 5 ,000 or 10,000 

lr:!lo loU· !he lodoral lleoerTI lion); ropl1e4 that \bey do not doal in 111Tor. .u 
,..qua t.od b7 tha llonk o! Sweden, tha lodoral lie aorYO llonk abilod i t rola t1 TO to 

!be pro<:o4nro bJ which tha ailTor could bo jNl"Chaood. 

Durlll4 rq !lorthorn Tialt laot .PobrnaJ'7, tha Oonrnora of tho four Sci!JidinaTian 

Contrel.lloAI<o all i ndieatod thoir intoroot in poaaiblo purchaooo of ollnr f or coli>­

~ purpOIOI• 

Dr • .&rUmr II. YoW>f:, fo .... rlJ llconollic .&4Tiaor to tho Dopart<>ent o! St.ato, IIJid 

!or tho put ten 70aro 1 1Daneial .&4Tiaor to tho ChinOio Oonr.,.,.nt, callod on .. at 

10:00 o1 clock tociq • .At t or a s-noral dioauuion I turned him onr t o Monro. llhl. to 

e.Dd Cotton in order that ho could talk about Chinoao affaire vi th them. 

J.t 10130 I roeelnd llr. JCcnttriell:, vho haa baon cho10n proaido11t o! tho liiS 

10 sUcceed Dr. lle70n on JazmDrY 1 , 191!o. Mr. llcKi ttrlell: had Tioitod Mr. l!coloa 

7totarolq and vao to ooe Seoroot111'7 l!ull a t 12:00 o 1olook toda7, lie dooiroo to aoe 

Secretary Hors-nthau and Undarooerot111'7 l!aneo on Moncla7. Mr. lldti Urick will go to 

iuro;>e .. rlT in Dece::~bor and join tha liiS. Vhothar 1t ~ be o1 tuatod in llaoel or 

-other Swi .. eltJ. Mr. JCcnttr!ell: roalbeo that there Is no chanee o! our partl­

clpatl~~~t o!flchll7 in tha :liS at tha proaont tille. lie bopeo, hovoftr, to lotop tha 

BIS alln during tho war alld that tho Un1 tod Statoo ~ OTentuall7 ao.,_ ,..,.. roo­

ponoiblllt:r toward th.h inot1tut1on. Prior to hio Tioit, I had lo!U"Ilod thro\l&ll Ilov 

Torl< frloDdo that 1 t Ia ant1eipate4 that no liiS dirootoro' ooeoUDCo will bo bald at 

( ! uel clurllllt the war. It Ia tho idea of Chalnoan :!11omo70r of tho l!card that tho 

president of tha lii S ohoal4 T1o1t tho Tariouo diroctoro in their hooe c1U .. to con.­

OIUlt with thu upon 4¥1T ""'tter o! pol1.,- vhioh could not be oottlod b7 tho JIS rooi­

dont ota!f I teelf . lrom a Parb cablegram 1t 1o nov oboorTOd that General ~r 

Allbo1n h&o boon ooob111se4 aDd 1o roturniDC t o lranco DAOltt v .. k . It 11 qo.l.to probable 

lhat tha ttaff will bo rodncod bJ tho calliDC to coloro of .-oral other o! 1 tt 
"""bart, and that onlJ a okeloton force O"Gtflclont to CarrT on tho rodw:od buai J>Osa 

•.Del mal<e oconoal.c IIU"ftJI aDd recorda will be ulntalnod. !ho bank'• lncoM 11 nov 

ahc.rpl:r reduced throlljlb the vi thdraval of central bonk doposi to vi th it , and Ito 

exist~nc• vouloi be throatenod 1! Col'llle.ey ohould , durlDC tho war , deflllllt u:pon liiS 

lo•eeUaente 1.n that coUD.tey • 

.l.t 11:00 toda7 I rece1Tod, ~n tho roquat of l(r. Yalt er Oardner:o! tho J'odoral 

l!tto" o lloard, Mr. T· Manuel Taldeo, Soorot.ar:r ot tho Central lleoerTo Bank of 11 

SolTador. Mr. Talclet Ia in tho ttal.tod Stateo for a thro-onth1o Yiol t, otud71ot; tho 

vork111$ of our :rectoral l!aoeno 11ttom. Be had t alll:td with Mr. OolleAo of tho State 

Ot;oarbant nDI1 vi th o!flcialo of tho ledoral l!aoorTo in regard to tho poooiblo nood 

of SalYodor for aoM oort of a orodl t with tho particular pnrpooo ot klopiJIC tho 

s..l.Tadoroan =•"CT otabl o. It heo1 occurrocl. t o h1a that tho Stabllhatlon JuDd o! 

the 'h-oa111Z"7 llopartaent llicht bo of ....a auiotance. I d1ocuu e4 vi th hia, oloDC 

veey gencr ol linoo, tho fac111 Ueo o! tho bport-looport llank ao vall ao tho lodoral 

Roae"o Bank of !lev York ill extondiDC crod1 tt, aDd aloo lot h1m lalov that tho ltabi­

lh at1onJ'UD4 had baon o! ..,.. aoohtanoe in a fw caooo whoro aurroncl .. had boo .. 

pllr<:haaod tor roaolo, It vaa ,...,_.rotoocl that thio aattor would bo dio..,.ood further 

tl:ould Itt, Taldlt be 1notrn.cte4 bJ h1o ~'!Pl• oor1ou.l7 to tall:t -.q> thit aattor. 

lncldentol)T,l learned that hio bonk hao f{>OO,OOO of gold cl.tpooltod with tho Central 

\ 

.. 
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o! c..1a- Jca1»' u.io pl4 u.. :Ill llae -. oenaa 4ollar ._. a\ -:!"' \1>0 Jellk of 11 llel....SOr. llr. YaiUo I4U4 \ha\ hlo lluk 11ae _.,on.ate]T 
16 000 000 of pol4 IJl 1b Oft Y-.1\e, llll\ \ha\ ..,., of u.io 1e 'tlllll.or the Hal of 
~ Oo;._.,., elll4 ...-o.l4 ao\ lie re..'N4 tor a.,oeu u oollaterel IJl a forei&IO o1'J 
riiJ>oU\ upreo~ ou\llor1aa\10D, Of the Clo_\, Jo .., oppro-"" - pr1YOW 
'kOk vUh \1>0 14ea of p\UJIC a ore4H Yi\hou\ \he pU 'M111C v1\hdrawa traa n 
$al.Tador. 
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FEDERAL SECURITY AGENCY 

WASHINGTON 

October 13, 1939 

KIIDBAIDtlK lOll NilS . ILOTZ: 

rollowln« our talks the other 4aT on Dr. hr,....,, 
letter to tho S.erotary 1n recar4 t o tho Chlnooa situation, 
~ Governor talko4 to Dr. Sow,ror of tho Rockofollor 
Inotltutlon. 

Ito a4vlto4 the Go-rernor thet the nea4 for 4oetoro 1n 
Chlu vas ..,to M4 to .. Dd qullllne without 4oct oro vonl4 
be unwlte. Dr. S&V7er v aa not wpecltlc on. the &aina to be 
ba4 troa tend!~ a turT17 co .. lation vi~out ~ui,n1ne . 

'l'he Governor baa confidential lntoraaUon. however, 
t roa Morek A Cosp&DT that eomoorcl&l obl poonto of qulnlno 
..... soln« to China . Tho Governor 86J'004 vl\h J)r. Sow,ror 
that In vlev of t>lt taet, tho Public lloalth Service col:lllllnlon 
wou14 bt l..,.o4e41atel7 helpful In ••l"(hqtbe 41otrllrutlon 
ot qulnlno. In view of thh 4onlOJ)llent, be h approvlns 
the plano pr.,.,ioua]J .ado. 

Please bring thlo t o the Soerotar,r ' o attention oo 
that he vlll be lnfor1M14. 

Jl;t, 
Aoolotant t o tho Administrator. 

• n ( 
- '-

( 
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.. ..... ••..••• 
libiAP• Jul1 'hroU#> llec•ber 1936 • , •• , - 536.1197 - )6.26t.626 -118,100 
Chl.oCII JuoarT thro-.11 :W.. 1937 ...... -1.315.~4 - 0,648,11911 
CibJilill J11ly \b ro...,. lleceaber 1937 ••• , • 4,0611, 211 1111 ,~,152 
Cl>JolO• J........, throU#> Juo 19311 •••• •• 1,1~,55} 49. 3,66} 

W! JUlr ••·•·••••••••••• ,8311 1,1117 ,Jill 

"""''' ···· ······•··• - 2,68() 2o9117 ,1g6 
lept .. ber •• ••• •••••• 1},2711 6liJ·~ October •••• ••••• •••• 1, 7119.336 ;t ' ~ .. ber ••• • •••••••• 1,0]11,126 ,621.691 
Deoe.~er ••• •• ••••••• 74«.9111 .527.696 

!m J..-ar,r ••••••• ••• ••• ~·1105 1J ,ollll, 210 

Jebraar.r • •• •• • •• • ••• ,116 12,6611,11115 
Mazcb • • • •••••• •• •••• 70.2111 }o193oolll 
Jprll •• • •••••••••••• 119.3311 2.~,1111 .., ..•. .•••••....... - a:>o330 - ·3~ 
Juo 3 ···•····• 211.579 - 1o253o7 

( 
lO ...... ... }1, ~53 - 1,315,1Sll 
17 .••...... }4, 3~ 1.390.5115 
211 ··· ···•·• 22,113 810,692 

Jlll;r 1 ..••.. •.. 117 '701 - 1,9111,973 
a ....... •• 27.547 - 1,1611,012 

15 ••······· ~·2311 - 1,6111,1122 
22 •.. ....•• .912 - 1.1158.929 
29 ••......• 26,917 - 1,1z6,1173 

""""' 5 •·· ·····• 17 .}211 11, 6o4 ,lOS 
12 ••....... 7.156 2,9511.363 
19 ••••••••• 7.353 - 1,2211.273 
26 •••• •••.• - 6,ou 6211 ,5}9 

lop,, 2 ....... •• - 1511.762 - 5.3)3.750 
9 ........• 9.2311 - 1,072.01~ 

16 •·······• 1,1116 61111,10 
23 ..... ..•• 1~ii 598 

~lM }0 
...•••... : Qll to Stpt .. ber JO, 1939 ••••••••• 

!!ol 117 Co-41~ Cre41\ eo., .. ..... 
d1 ac• b7 b&Ak1 •• ! • • • ••••• • ••••••• •• • 

Oclobor 13, 19}9 

~ It 
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Oot. 13, 1939 

2026 trom lennedy VERY co:aiDENTIAL re Y1a1t 
with Sir John S1aon (lennedy th1nka1t would 
be m1atake tor US to euggeat where Br1t1ah 
should open an aocount in US; a1ao referred 
t o liquidation of Br1t1ah aeouritiea 

(Th1a material is filed with other pertinent 
oablee, eto., aa of Oot obar 24th, dnta they 
were ahown to the President. ) 

10/13/39 
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October lJ, 1939. 

TO: Secretary l!orgonthau 
FRO!!: llr. Oo.ston -~ .\ 
SOBJEC'i'• Cout Guar<l air pilots. 

Alter leaving your office on Wednesday I ha4 a long talk 
'lri. th Chell< or and al.oo with .laairal Waaache on 'ft>urldq on the sub­

j ect of t ho suppl,y ot pilots tar Coast Guard &irpl.anoa. I ca::e to 
these conclusicms: 

(l) The supply o! trained pilots is adequate, but no more than 

adequate, to m.on the present outfit ot eerviceable planes. By Juno, 
1940, we will have a aubatentially increaaed number ot aviators to ..an 
the increaaod number or planes llhich ... will have available • t that time. 

(2) It would be ext.nlllely desirable to have a reserve of C""P"tont 

filers. 

()) The bottleneck in producing tliers is the Navy training school 

at Penuccla. We ere now l1m1 ted to ten a year. The Navy haa plans 
under way, however, to intenaifr the training and put tho men t.bruugb 

in s ix JOOnths. We shall try to induce Navy to penoit ua to enroll ten 

"""• including both officers and <~>listed •en, in each balt year course, 
which would double the output ot Coon Guar<l pllote. 

(4) Stope will be taken to gin !lying training to Coast Guard 

officers earlier thm it is now being given . 

(S) In a really seriolB emergenc::r we could give t~rary co"­

mssions to civilian tliera, but 1 t ia doe::>ed inac!Yiaable to do this 
tml.ess the e,..rgency ia quite serious. 

We now bave a total ot 4S planes tbeoreti~ in service but 
this number ineludea a good m&Jl7 that are not very serviceable, such 
as tbe 11 single :no tor Orllllll&ll .lmph.ibiana, tha 4 sinsle motor Vi.ldn&: 
flying boate, the .3 aingle motor Navy pursuite and tho 4 oingle mtor 
Fairchllcla. With naco .. ...,. time tor repairs we can not consider that 

we hOYe •oro than .30 J)lanea capable of uae!Ul operation at urr ooa 
time. By next June .30 we can e:q>ect 7 ,_ l!&ll biplane tlJ'ini boa to 
end 4 .oro ot tho twill .., tor !lruloaan Qphibiana, all ot w!Ucb will be 
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ve<7 use.f\11 . T/aesche expects to be able to get in on the first li&"Y 

order for twin motor Con.solldat.ed ~ boats. These aeea to be 

a S\IPCrior typo oC heavy long range cra.rt and it we got in on a large 

:;avy order they will cost ua less than the P.alls. His plan is to 

bey a si:l&lo plane for trial purposes out of present funds and to 1:1u7 

""" if we get the money in a deficiency bill. Th1.o bo• • c=e throueh 

very ...,u in comparative tests w1th tho Hall at Sanl)iego. It is v cry 

llUCh .!lister than arry rescue planes we have had hitherto o.nd it see"" 

to have fully as good quelitios in ro"':h water as the llall . 

Our custoo ha s been to give tho cadets three yeara as ensigns 

on the ahi,>s before selecting them for air training. Since the average 

ace or graduates or the .!.cad~ is probably not less than 22, this 

110ald gaJ<e them 25 before they aet air trainin&, which I t.b.inlc 11 too 

late . I e,.,rcssed this idea to Cballcer w1th tho result that an order 

was i csued yooterday thnt training 11111 be open to enoigna two yenrs 

after graduation and in his talk with ItO yesterday Waescha said that 

he would later lliOdify t.'lis to allow air tra1nins after one year at 

sea if cCI'Idi tiona are such that we can got tho beys into Pensacola. 

I • UI:BOOtad that it misht be possible to give tho beys soma f8lldliarity 

wit..'> aircraft while they are in the Academy. Chalker talked to l'laesche 

abclu t tl'.e possibilit:r of assi¢ng ...., to air stations during su:m:ers, 

M ;'Ioesche "'"" that the course at tho .l.cadeey 11 so heavy that he is 

i :tclinod ~o think that this is not Jr&Cticable. 

With respect ~o co=iule~ civilial fllers as Coast Gu4rd 

pilots, 'f.aeoche is ver.1 rell!etant to adopt this device except in the 

most serious a:tcr eeney. It crutes a creet doal of heartburnint 

ut:CnC the r eaulllr officer persOMel snd in the paot t..~erc has been 

&rcat pres"uro extrted on the Coast Guard to r etain tl".ese teltJlorary 

n yinc oCCicers after the eccrcency !o ended . lraesche thinl:s it 

extre~cly desirable that all Coas t Guard officers in the ~1: service 

should have thorous)t sea. t raining . I think this is sound if not 

carri ed to too crcat o.n extreme, but I lllso thir)k that""'" TlllD aro to 

fly olll;bt to cet the chance to cet the !eel. or an airplane •1!-.ile they 

are • till YOWl~; enoUGh to acquire ny1nc skill c:uickl:r· 
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!Or Secrotaey ~~ore«~ \.hau 
l'R<*. llr. Gut<ln 

.;UD.r..c7t Cc&llt Clwln! air pilot.!, 

October l3 1 1939, 

•" .. 

Arter l cavlnll your of !loe on 'iZcdnes~ I 1.-d a lone talk 
wl tt• Chal.lcu an:! &lao willl Acbl.ru lfaeeohe on lll~ on the sub­
Ject. o! t he aupr.ol;t ot J>llot.. f or Coast 0\IArd &1rpl&-ln . 1 • - to 
t.'teH ccnclusiw a • 

(l) 'l'l:o ~1¥ 4! tro1nod pilot.. 1o ad"'luate, but no eore tJJan 
.ta<.'1lllte1 to ,.,.., u ... preMOt o .t.n.t. ot a~~ pl.area. ll7 June, 
19401 we will h..,,. a aubat.cnt.1all.r incroaMd I':Ziber o! arlators to """ 
tbD 1ncn>ased 1111.-.bor or planoo El!.ch .... will han ·~labla • t tbat u.... 

{2) n wcul4 be ex~ <IHirabl.e to bava a r • ..,,... ot coq>etalt 
ruoro. 

(J J 'Ill~ bottloNOlc 1n J"l'ocluoinll tllora i a tJ .e !la'f7 tl'a1n1nc ochool 
at. l'anaaoola. 11'a are now U.UtAcl to t.en a year. T' o ll"'f7 !las pl&rw 
_.r Y&¥1 ll<>nvn 1 to int..:wte' tllo trainina and ,.u~ U>o non tbrouQh 
1A al.x ,.,.,t,M, lla &hall t.ey to 1 Dduoa li&V)' to pomU ua to enroll tal 
....,, 1nclud1ne both o!ticara an! onliotAcl ... , in oacb !lilt 7ot.r COirM1 

Wllch ......wl double t.'>o outpot o! Ccaat Ouard pilote . 

(4) S1Aofe will be tebn to e;iYO tly1nl tn.l.n1njr to Coaat. OwJ.nl 

ottioan ear liar 0.. 1 t lo now bu1n;; c i'nll • 

(S) In a re&lq eorlour C>Uceoc'/""' could ciw ~ .,.,_ 
aiJialCM to c1-n.l1m tliero, but. 1 t 1a deoMCI 1Aa<!Y1oabla to do tbia 

la'lloaa the ••rcenc:t 11 quito o~r10WI. 

lie now hava a tot.ol ot 48 pan. tbocnt1oa~ 1A aorrloo but. 
tb1a niJIIber 1nclll<lea a coocl aq that 11ro not. ""17 aenioeabla, web 
u U. U a~la r:;otor az- Al!!ph1bS.MI1 the 4 a1n(;le "otor V1ld.DI 
~ ~ta, tho ) &1llcle aotor ~ ...-w1w and tho 4 •Sncle aotor 
J'a1rch1l48, With D 1 '17 t.ia !..- .-.pe.1re W - DOt .,.,...idor that 
W haY& liON t.lJu> )0 ~ oepoble ot ...tal .,.tiGD at. 01111'..,. 
u.. lb' .-f. ,.,. 30- _, ·~ 7 - Hall blpl-~ boo\a 
ed 4 .... of U. tw1JI .c>t.Oir Qa " AlllpbSbl -· all of which 1I1Jl be 
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"'7 11M!'Gl.. • e•oba ~ta to be able to cat 1n on u,. t int. 11ft7 
erda' !or twin -.tcr C:O..OlldaWcl .tl;t1nc beet&, TboH •- to be 

e all))Grior t.n>e ot t_., lone nne• oratt. 11'14 1! • • net. 1n 011 a 1arp 

11P7 ~ tbq .ul. ooet. wo latM U... the U.U. . llb pl.m t. to 

bu;r a ·~ p~ tw \rial ~- <»t. ot p.....,t. tWida -.1 to 111;r 
...... 1t .. pt. tbo ~ 1n. datioilllq' bill. '!!WI beet.-~ 

""l7 wllin oa.parat.be ten~ with tho llall at Senllleco. It t. v err 
8ICh tut« u-~ r- plartee.,.. hiiVo be hi~ -.1 1t. •­
to 1 .... tllll,y u cood quallU • 1n roud> • t.er ae tbo lllll, 

~ .. ~ baa beeD to a ivo the oadet.a three ,..... ,. -lope 

en tbo oh1po bolero ~t.i.nlt U... t ar a1r ~ .. . S1noe the~ 

" ' or creduat.oe ot tbo .lc""crv 1e probabl.7 not. l.,. ~.~- :12, tbt. 
wo-Jld aal<e then :IS before they ,et. a1r t.ra1ul.ni, w!l1oh 1 t.h1nl< t. too 

lata. l u;>tMaod t.hia Idea to Q>all<er witl1 the r ewll. t.bat 811 order 

~ i !IWid ;root.csrdq t.hat. ~will ba ope to enel.pe -,..... 

at\cr crr.uauao 11'14 1n biB t.alk w1t.b .., 1•~ Weeeoba Aid tbal. 

he wO\Ila lator DOd1ty \hla to allC'tl eU" tr&in1:1;; a fter one : eor et. 

Gee 1t oand1Uo.'lft are a uch t.hat. we can uet. the bo,ya into l'enMcola. 
1 oum;eot«t that 1t. D1i:ht. be poao1bla to ;ive the bo)'ll ecno t•wt"•rlQ' 
with aircnott wb1.le IJ"o.oy ...-e in t.'le t•K"'Q'• Ch&llter tall<ed to .,_cte 
al.<lut. t...,. poM1bU1t,y o! • •~ .... to a1r atat.tor>e dl>rlt'.e ___.., 

but. 'l'r u ohe ea)8 t hat. the couree et. t...,. •ced-ro" 1e oo btM"f7 thet. he b 

i.">Cl.i.Nid to t.hinlc tl1at t.~ io 1e not. JS'&eU.cabla , 

Ut.b r•;>ect. to ccaa1.ea1oaiqJ c1v1liiD ruere ae Coeet. 0\1.01'<1 

pU.cta, lratMOho i a ney r oluct.a= to adopt. tt-J.a ~ev:ce eoa:ept. 1n the 

.oat. acrl- -rcltiiC7• lt. creet.ee a ure•t. deal c! he~ 
-c t.he l"fttiUlar otticor f0!1'1<11\nel &n1 i n the put tbe Nt hea bee 

cn:at. pr_,... .,....We! on t!la eo .. t. Guard to rot.o.in t.lloeo t.er.;x>IW')' 

.rlJ"in& o.cn_.. attc u-.a merclllt07 1a erodAod. 1'iac8cho th~ i t. 

•tr-~ ~ that .U Cout. Ouard o!ticere 1n the ~ et"J'Vice 

eboald have t.borol.ldl e• t.n1nil'c· 1 t.'linlr tbia 11 -m 1t not. 

OGTied to too cro&t. c u u-, but I &lao th1Nc thet- 'llbD ,... to 
~ o\lllht. to 11et tl>t ohaMe t.o cet. the toel ot an airplaoe w!IUe t.hq 

.,.. eUU yoq lf>WI:b to aaquire ~ 11-lc1ll quio~. 
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October 13, 1939 

'!o : 'l'ho Secrtt<ll"T 

:!'rOO' : Ur. II&Deo 

C~b1net meot1ne th1o aft ernoon vao reln t 1Yely ohor t , laatt~ Just 

4bout one hour NUl tttt een minutet . Present 'ltere He tar t . Hull , Htt.nes , 
"ooc!r t!lll. Hur j)hy , Juley , Edhon, I cl:u, Wallsee , !loblo, llada.., Per kin• 
nd toe Vice Preoldent . 

:'he Preoidont aAnOuneed thnt he had heard that ln the l!lasian half 
>f P>l and t.'>e d iteheo vere fllled vHh l and ovnero and prlooto who had 

bee a :nl!'Cered without cer e=on-.v and thrown ther•. !he Ylco Pretlde.n t 
otateu th11t he thought Ruasln vno the arch er1tdnal en4 the erea t u t 
en~v ln ox!s t once to the reat o! t he world. 

~ 14 

I r eyor t ed gener al f i nancial 1nfo~t1on. The Preoident asked nbout 
the ~l~es Index and thea asked mo whether I ~reed vlth certDin coverumont al 
eeono~ista thnt t~ere was eo 1~ t o be a recessi on in JAnuary. I told ht~ 

t l.::.t I noa t uturedly did not tl¢1"11 , t hAt I c ould aee no 'bB.a h f or eJl..T 

ou~' ,r>,Cocy and t hat I did not thi nk •~" pr ophec1eo dl d the ~~ioooo 
str..1ct'~e any toocl . The ?relldent uted the o ther s how they felt about 
i t . ;.:r. r.oblo oald t !tat he dloaereed ri th ::e . Kr. Vall aee seoo:ed to 
At:;r~e w-Hh :ey- po t u t o ! rlev Ntd When t t waa ell ove r t he Prea1de.nt se.i d 

thot • • also nereod rith me; tho.t bu,yine !rom abr oad had no t be!UJl :rot; 
t :'1L t bus l nesa vat purauiag a nomal expo,nal on al.r ead,y be,.un befor e the 
ndvftut o! the wor . Gnd th~t he vaa not in accord wit h Currie who hed t old 
hi~ t~nt he vat l ook1ne tor a receta lon. 

':he onl7 othe r ao.t ter be cU scuuect v1 t h ae waa vhether ve tel t t hat 
t r.e ~~ elw.o l n the ~eutr:U1t7 J.ct ohould be f ought onr. I told h l il 

t~At , l n :1:¥ opinion. u . vas no t a aotter of cueh i.D,ortu ce. t.bnt lta 
re~Tal would ho•e ••r.r little effect u~n our trade vt t~ belligerent 
countries . The Prea ldent a t ked me to vrlte h.t::l 4 oe::.orand'wl , eop7 or vhlch 
I a t taeh hereto. 

'!'he only o ther t hlne thnt ee::e up of ony i ntor oot vno n d.11c:union 
of the ~nr;yoler Aato2obl l o otrlko ln Detrol t . Y.loo Perk l no r eported thnt 
55.00' man voro out of vor l< clu.o t o thh otr lko , vhleh .lttoroe:r Gener al 
~ said vu C&l>ood b :y tho 0 . I. 0 . vinnlng an olocU on and then t!')'1Q6 
t~ !oree Cbryaler l11to an D«<"•~ent tor a closed abop. Milt Perkins a ta t tcl 
tha t she had hope• tho otr t ko could bo ne~tlatod oatlofaeto rl17 ln a 
abort t irle . 

Just befor e t ho meetl~ clooed , the Pr esiden t oU&Seotod t hat thought 
be p van to tho probl.., or oell.ing Hfe nnnuH 1oo through the !'oat Office 
De,artoent . Ht oal d i t vaa hlo oplnlon thnt t he Govor naont ohould a t temp t 

thlo a t t he ntxt oooo l on o! Ccaero•• rather than 1ntro4uc1ng nn3 moro 
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""'~cl:>oah to the Soci.U Securlt7 Act, and il<>YiJIC tho loaue In an election 
;;cc.r o! lncludln,s tar= laborero and do:110otlco undor tho bonotlt plan. He 
enid thnt he d id not vent t o haYo thlo loouo bo!oro the Con,sreoe vhere 
t~or• vas •~ch a vtde diYergenee or op1Dion eonctrnlnc bentf1ta to be 

1
·1vtn to thete groups . 'l'he Prcaldent la. theretore. inclined toward the 
, len ot oul!llo•tlns t o Congrcos eome !om or ll!o D!lnul t7 th11t ""'7 be 
boUJtht by tho !ndlvlduiOl o.t a Yeey modor 11te price !ron tho Governcent, 
th~ ac.TiDG the torty per c:ont sclea co:z1aa 1on and other • ·Xllen.ees 
c~cr~eoble to the private l ife lneurance com~l•• · 
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TH~ aCC" CTAI'IIV 0,. TH I Tfii:EA 8UI'IIV 

WAe NIHOTON 

O~tober 14, 19.)9. 

Ret Sbort--tera co-n:ial c:reclite 

to btll k •nnt,e, 

t'be preoont Heutrallt,)- Act contein.o & prOYiaion "b.ich • • t iret on­

octO<! in Fobr\I&Iy, 19) 6, prohibitJ.ni the extenoion o! cndlt to, or t.bll 

purC:.aao or obl4't1ona o~, ; dl~er~nte or their 116•nt c , but &uthczoidne 

t he Preaide:tt to exe'-Pt 1'roat ouch pzooh1uition Ol"'l.1nu7 ahort.-ter:t c_,..i&l 

credtta. Thie panr tile Proaident exen:ia~ IV 1811\lallco ot recuJ.&tiona on 

Septeaber 6, 1939, which r egulatiol\ll deo1i'n&t~ tho 'I'Ne&\U'T to ede!nhter 

tbc pro"riolone thoroo!. The Tro&O\U'T bas b&d .. ..,. few inqllirioa troa tho 

?Ubll• wi th reopect to th1o matter. 

The Neutr&li ty BUl peas eel IV the HoWle lost ~~ l!eltt d t he &fore­

""ntioned Preolde:tt1&1 power under ex1st1n,t law IV providJ.ni that euch 

comcrc1&1 c.rodite sbould be for no longer than 90 cl8ye , without re......Ua, 

anJ thAt the PNsil!ent waa to .alee public enry 90 cl8ye &11 extenaiol\ll ot 

ouch crodita to bel.lJ4erenta . 

Tbe bill repo~ in the Sonate conte1na the """" 90-<le¥ ll.oo1tet1oll 

on ohort.-tera credit. that wu conte~ in the Houae billl proYidoa that 

the Preaidont IIU&t report to Congreaa OYery e1Jt IIOntfts &11 the extenaiona or 

short-tom cr~it• to bellJgerente ; and &lso pzoO"ridoa that 1! o belU~erent 

~e'aults on an:t euch credits, no !\lrthor cr~ita ~ be extended to it while 

tho deraul.t eont1Duea. 

Noruoall.T the !'unction ot snort.-tera cr~i t in interns tionAl trsc!o 11 

;>rincipell.T to !insllce the sale of goode while the goode are in t .... nst t fr011 

the seller to the bqj•er. The benk ~01:'C the fino.nc111g custoMr~ ret&ino 

title to t ho goode wb.ile in tranoit anJ until P'IT"'nt ie Nde b'/ t he rcreJ.cn 

~urc!laaer . Ir the Neutrality Act pn:h1b1ta the utonaioll ot &IIJ' credlte, 

c._,..,t.U. or otherwiae , to belligerents, and r equtr.s the tranarer of t1 U e 

to aome foreigner before the goode laave tho eouotJ')', aa.lea of aoode to 

belligeNnt countries having doll&r fundo will be executed on t he l<t.sis ot 

P'l'.,..nt bein;; ude IV the belligerent in this coUiltzy to t ho sollor before 

t:oe uoods le&Ya tbe country . It 1a like~ that in view or all the circ-­

s t.ance s and for the tl.J:oe beJ.ni the n at bulk ot aalas lv ber1cana to 

. elligerento wUl be conducted on precise~ this beals oven 1! short-tor= 

co..,.,rcilll credits we .'O to be p£rllitted. This 1a true because (a) tho 

bellJ.eerenta t hat are coed short.-tera credit rislu have dollar b&lencel ill 

tb.is country, and (b) custoll&l'il,y not eYOn short-to,.,. credit ia ...tended 

in interoationcl trade unless title. to the £oodl 1e retAined IV the :»rt7 

oxtondinc the credi t. 

Ir the Meutr&lit;:r Act peraitted ehort.-tera c-rc1&1 credit, it would 

be possible for an Al:oerict.D to eell h1a coeds t o a bellJ.cerent , transfer title 

to oucb goods to the belligerent before tho goods lett the lhdtecl Stotoe, and 

re~ exeluaiYe~ on tho c~it of the l>ellii;arent tor pq .. nt i .n the 90-dq 

;>eriod. Por exa:.ple , an .&.er1ean anutacturer eJght be w1llin& to •ell 
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_.. ••• ,.,,. to llrit&SA -.4 treater Utla to llrit&SA betore tile &oo4a 

left •• Tort, ad HlT ac.l-.i'NJT ca tiM .--.1 aredJ..t ot lritda tor 

~t wi\IW> tiM 90-dq period., It W. _..d-. .-enlJ¥, a bel­

Up....,t woul4 be abl.e to - pD' b ....... llbort-t.ezw orec!it, Uld th18 

credit woul4 be a 0011t1A'IdJI& - .., the 'bu1e ot tile ~t•a 

'"'ar-all parohuM, .._ tbouib UJIT parUaal.U' ....CUt ooul.d Dot be re- . 

.-.«. ra w. ..., • ~ 1.111e ar.at. llrit&SA ~t. be ula to 

build vp a ~t.ezw oreclit • '•I JAto --.1 MinoS =1uca 

dollarao lloornw, for at l.aut - tiM tiler& 'II'01I1AI be JIO lft&'t loN 

to £..r1...., ' c1a1 iAt.raata U W. t,n1a of t.l'allacU ... u tar­

bicld& beO&VM of tile dollar balaJI- llftU.al>la to the ~ta. 

ror the r- JJidioatad bela, I bellwe tbet,altboup it ~t. 

be ot aOII& allpt Yallaa tor tile Jeatralli;J .lot. to 0011tda a~ 

credit proYUica nah u axUt.a 111 the pr .. ct.:.... or u u propoaocl 

111 t~ S.U.ta hlll, the pi"CC'rtai.., a 110t or craat a1pit10&Doa 11114 ahovld 

aot be toupt tor. l'llrthaNOH, I would rae- the al1111naUca ot 

the ahort-tu. onclit prorlaica U ita •1t•1JI•UCil ..,ul.d balp 111 tile 

pauap ot the hlll. 

(1) !be bel.Up...,ta to - auch abort-tu. onclit u UJW,r to 

be aniiJidocl are 111 a pn81t1Cil to pq cub illl thia .....,tl7 before tile 

aoo4a laaft the IIDitad Statu. Ac~, the elt•'n•U.., ot the 

Uort-tu. onclit pi"CC'rta1.., will 110t daCi'MH appraciab}¥ the ...,...t ot 

ovr t..- with auch hel.liCarcta. 

(2) It M17 be cbarpd that tile extenai.., ot ahort-tu. -o1a1 

credit& w111 raiNlt. 1a o11r aoquirial • t1aallc1al lltaD 1a the ollt- ot 

~ nr a 111oa a beW&--t a1&bt aoquire a 0011t111-.l abort-tu. cre41t 

r lamial1ato .-.ral h....sz...s..-nu.., dollara an4 tbia ~t- tile WT 

r ... 1..-pr onclita to ta........s bel.Uprata. 

(3) Jaitllar the uiatial :.... llDr tile propoaed b1ll attecta tile 

uteea1.., ot. onclit to a uUCIII&l ot a ~t Dot actial em behalf 

or a belll,.....t. 

1 .., 
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Oct ober 1), 19)9 

l'ron r Mr. •-

Cablae\ -uac Uolo .n-oa waa re1&\1Yolr ohor\ , 1uu., Ju\ 
about oao bov aa4 flt- au.t... Pree•t ,.,. l!eoon. 111111 , l aaoo , 
~IM· lllarplaJ, J'arltir. 14lo .. , I- . Wall..,., llob1o , ICa4M Pw kho 

ond \bo T1oe Preeldoe\. 

Tho Prtoldea\ ...,....,.oo4 \bo.\ ho ha4 board \ h&\ la ll10 llu.oolan half 

of Po1aa4 tho 41\0hoo woro fll l e4 wl\b 1u4 o ..... n an4 prloo\o who bo.d 
boOD - oro4 wl\bou\ oo,....ll)' aa4 \bra,. \bore. '1'!10 floe rtooo14eol\ 
otatod \ha\ ho \bo...,, lluoola .... \bo arOh orla!D&l al\4 \bo uoatoo\ 
..,_ Ia ulohDOO to \bo reo\ of \bo wor l4. 

l ropor\ od paoral fiiWlolal l nforaaUoa . The Preo ldOD\ aolre4 o.llft\ 

tho n .. o ln4u o.nd "'• aoko4 • • vho\bor I -creed vl\h oer\aln r;on..-tal 
oconoat o\o t ho.\ \boro wao r;otac to be a reoeooloa Ia Jaaoarr. l t old hla 

thot l aoo\ aoouro4lr 414 ao\ ocreo, \ bat I ooul4 '" DO bull for a&7 

ouch propbOOJ aA4 \ hat I 414 ao\ \blat ouob prophooloo cU4 \ ho wohooo 
otruc\uro a&7 1!004• Tho PI'M14oa\ aolte4 \bo o\bUtl how \1117 feU a'bcN\ 

1\. Kr. ltob1e U14 \ba\ bo 41oocroe4 wl\b • •• XI'. Val1aoe oooao4 \ o 
1€1'•• wl \b 11J polat of • l ow aa4 wi>OD 1\ wao all o•er \bo l'relldoe\ oat& 
that ho aloo ocr•4 wl\b .. , \bat )ll)'tac froa abroad ha4 .. , "- , .,, 
\bLt butl nota waa puzoulnc a aoraal oXp&Doloa alreo4J bocua bor or o \bo 

ad•on\ of \bo war, an4 \ hat ho wao 110\ Ia aacor4 with CUI'I'lo who bo.d \old 

hia that he vaa lookl~ tor a re ... •loa. 

'nlo oalr o\bar - u• bo 4toODDoe4 w1 \b .. wu whot'lor wo ro1 \ \bat 
\ba 90-4&7 ol&llOo Ia \bo 11..,\rall\J .lot ,ebolll4 bo foucM onr. I \o1& bla 

t ba\, to ~ opl at oa, 1\ vu ., , a • t t er of -.cb lr-ortaaoe, \bat t te 
n <>OYal would ha•o Y07J 11 \\lo offoo\ ,.,,.,. our \ra4o wl\h bolll&oront 

cou.ntrloo. Tho PI'Hl4.,\ aalto4 • • to wrUo hi• o. . ..... ...-. OOPJ or wl11oh 

I "'to.oh hero\o. 

'nlo olll7 o\bor \bto.c \bat - liJI of a&7 la\oroo\ .,.... a 41oeuoo loo 
of tho Cbrro1ar l.ll'-bllo o\rlko Ia ~trait . llloo P-lao reporto4 \bot 

55 , 00 - wore ""' o f vorl! dllo to \blo o\rll<e , w!>loh .l\ tonq O.noral 
l!urph,T oa14 wu OOJUo4 "' \bo o. I. o. vlanl ac aa ol oo\loa an4 \bqr trrtac 
to force CbrJolar la\o aa .,.._.,, for a o1ooo4 ohop. Mho Porlllao o\a\o& 

th~t oho ha4 bopM \110 otrlte ooul4 h noco\la\14 oaUof .. \ orllr 1D a 

1bor \ U••· 
.Jua\ " •foro \bo _u., clooo&, \bo PI'MUOD\ _..\14 \bot ~' 

bo ctno \o tho probl• o f oolllac li fo ~tiM \bro"4!!l tho Poot Of floo 
U.,or\oea\ , Ho oa14 1\ .,.. hlo opWoa \bat \bo Oon~\ ohoul4 aUa.p\ 

thh at tho au\ oMolon o f Coacr•• ra\bor thaD to'ro4uotac a&7 aoro 
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'" nl .... tM IHlll1 '-'"Aft,""" ....U. tM lo-la • el..U• 
, ... ,, , ........ ,_ lnol •• - ..... " ....... .....,., ~. .. 
. ............. , .. , _, ...... tllllt "- ..., .............. ..._ 
1.11- ... .,.... a wt .. Uowan w et eptlll• -nnntoc ......,. .... '-
1:t•• .. taoaea ............. , .. , ta , *"•""· lMilu.& """" .. 
1:1aa ot ~\toe .. o...,..a - ,.,. el Uta -s-, \1\a\ onq '-
'""""'" "" taollwttnn.l a\ a....- •t.a\a pl'lw ,_Uta,.._,, 1hu earioc \lie ,. .. ,... ._. aelw _.,.,. oo4 •"'• ~= 
<lhaJ',..11lt .. .. pl'lft\a Uta twa Ia aapealeto 

- \ 
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TREASURY DEPARTMENT 

INTER O FI'lCE COMMUN ICATION 

TO Seore\&!7 fllorpa­

, _ ' · II. lldl., 

000 ""' 

1100 . ... 

IUio ~ .....,., for Iller\ \em _,__ h-• _,a.a .. 
tlm, a ~J'&&I' (1 :r-r U -u..) wUio 1J.....,...,..... .,U\1 

o•or \loooo of ll ... ootq, Oo\oMr u. 

btvt.K ar.. UIH -.n.l zn.. hwa. 

1~1/2 ,ro. ~~= 
O,N 100.1 ., .... 

(.q,nl lMl) o.N 100,14 14/ .... 
1. O,N 100.10 fiJ/ .... 
1-1/.,. o ... 100 • • .. , .... 

1 7T· u -·· 
,,.,. 0 .71 1Q),, ,, .... 

(Oc\o"Mr 1Ml)" 1J 0.71 100.11 11/ .... 
l-1/.,. 0.71 100.21 ..... 
1-1/4 0.71 lOO,fiJ fiJ/1 ... 

'l>-1/2 JIO.I'O 1J O, N 100,11 u /t... 
(.q,ru 1Ma 0 ,11 lOO.t ., .... 

1-1/ .,. o .N 100.11 ., .... 
0,11 100.1t lt/ .... 

l-l/ 4tf, O.N 100.10 fiJ/1 ... 
o.ee 100 ... .. , .... 

• Io- cl.UC _, oaUofoe\117 pres-

: 20 

• 

• 

• 
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REB 

St crctnry of Statt , 

Yluhington. 

PLAIII 

London 

DatEd OctobEr 13 , 1939 

REo 'd 2 : 50 P• r.t . 

2031, OctobEr 13, 6 p . n . 

pr,ft TREASURY FRO!' BU'l'T£RWORTH. 

'?1 ... _ 

1. Asktd 1n thE HousE of Co~~ons whethEr hE would givE 

an a ssurancE that hE will not prr~it British rE prEsEntati vEs 

on t ht Bank of IntErnotional Stttltr.ttnts during thE progrEss 

of the wnr to procEEd to oEEtinga ot tht Bonk, thE 

Chnnctllor ot tht ExchEquEr statEd: 

"Tht British dirEctors will not during tht war atttnd 

any ~tttings of thE Board without agrc t mtnt with thE 

Trt naury , Aa I hovE alrEady stattd thty will not 1n any 

can during thE war mEEt thE OErr-.o.n l:lltmb£ra w. 

2 . In apitE of thE rEtEntion or the bank ratE at 

3 per cEnt (as rEportEd 1n 07 No. 2020 of OctobEr 12) 

todoy'a TrEasury bill ttndtr r otE woe down to a~proxicatEly 

~2 . 0 , 6 . 20 oa oompnrtd with ~2 .2 .6 ,630. lnst wtEk, For 

the ~0 million tEndEr appl1cot1ons totnllEd ~102 .9 

Million aa cooperEd with ' 96, 9 m1111on loat wttk and thE 

discount mo.rkct syndicatE '• allotJ~cnt was 24 per cEnt 

of 
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REB -2- .'!2031, From London, Oct . l3, Sp, o , 

of applications as oo~parEd with 52 pEr cent last w£tk , 

Th£ rtluctnncE of discount housEs to stll Trtasury bills 

to thE cltaring banks in rtcEnt wEEks on expectations of 

a furthEr rEduction 1n thE bank ratE has rEaulttd 1n 

unuounlly lnrgt trndcrs by banks for "account of clitnta" 

which ~oy indicate in tffEct th~t bonks nrt tendEring 

t ht· oelvEs for Treasury bill~ contrary to their practicE 

in rcccnt ytors 1n order to na.intC!i n thEir cuatonmry rotio 

of bUb to dEposita . ThE "outside" dc.-and for Trtosury 

bills is also swollEn by i .nstitutional investors doubt­

lesG prEparing to take up any ntw govcr~ent loon. 

3. l~tanwh1lt the gilt- Edt;Ed "'~rket closed thE 

wtek strong with war loon at 08-7/8 . Industrial nnd 

other s tocks also closed up, Ch~~trlain 1 s speech tEnding 

to give strEngth to the I"ArkEts . 

CSB 

\ 
\) ) 

' 
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CJ 

Stcrtt~>rr of Stat£, 

Woohington. 

2460, Octobtr 13, 6 p .m. 

FOR 'il!E TREASURY • 

GRAY 

PA1U S 

Dated Octcbtr 13, 1939 

Reo 1 d 5 : 22 p , m, 

:.23 

t ndtr an arretE publ1sh£d i.n tht JOURNAL OFFI CIAL of 

today 1mporttrs of merchandisE or~gina ti.ng i.n or coming 

from Poland 0\11 ng at Septtmbtr 30, 1939 !Of' all or part of 

such mtrohandis£ must i.f tht1r dtbt 1a duE tor paymEnt hand 

ovtr thE amount to tht cltar1ng oft1orrs or tht Paris 

ChambEr or Commtrct . FurthermorE debts not ytt payablE 

must bE rtporttd to thE samE organization wi thin th£ next 

f1Ctttn days and whtn dut tht amount or such dEbts must 

also bE paid ovtr to tht clEaring offiCE in quest ion, 

Tht securities mark£ t """ again easier today on 

profit t aking and tht approaching f ortnightly liquidation. 

REnt£8 wt r £ down fractionally . Exob&ngt rnt£8 ntrt un-

ohnngcd. 

BULL!TT 
,.. 1 , , I . 
'" ... • .1 • ' I • • • 

IIPL ··" 
1 ,. 

r 
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TR~ASURY DtPARTMtNT 

Wae bincton, 

October l.J, 1939. 

Drar Henry: 

I am enclosing a copy of the memorMdUlll, app11rently persor.ally 

dictated and siened by the President, 'flhich Admiral. Stark ~.anded to 

l:aeache ODd wh1c b Waeachs showed to re last n ifl)lt. 

With re&&rd to paragraph •c• which disturbed Waesclle: I tUnic 

the whol e a.emorandum is intended as criticism of the Navy rather than 

U\e Coast Guard . It ucma to me that the liaison between 1\nvy and 

Coast Guard 11 n"" very &ood, both i n the field and in Washington. 

Coaot Guard Intelligence reports anythinl; o! an,. a ignilicance 'llhntevcr 

to Kavy Intell18ence and 1\'aescl-.e tells o:e that 11&-rJ Intelligence dceon•t 

..-lthhcld anytlliz:e of illlportance !ron us . There io a Coast Guard liaison 

otricer at the Navy DeparU:!cnt nnd a llavy liaison of.f'icor at Coast Guard; 

lllso there is al.Jnos t dai].y contact between l'iaesche and Stark and f requent 

ecntact between Navy Operations and Coast Guard Opera tion& . 1'iben the 

!l.nt sul:Darine =• beesn to crop up I tho"5ht we were a little nejll.i­

cent i n our follcnr-up and I told Covell, in lfaoache '• absence, that we 

!!lust mako sure that every report of this kind, no matter however improl>­

nbl e it mil!ht appear, wno being follomd up eithor by Navy or Coallt 

Guard . I told you on the phone lost week tha t we pl.anned to get fr0111 

tte Kavy an exact ehs:rtin& of all the areas whi ch they would undert&lce 

to pat rol and for which they would l>e oo"'!'letely reoponsi ble. Ihat 

.. ork was cor.lpl.etod yesterday and l expect to ha ve a copy of the chert 

for you on llonday. The Navy was kind enough to leave us the entire 

GulJ' o f l!aine, 'flhl.ch is very unpleasant water in the -.'inter. 

'lfith re&ard to P8r"i"&ph 4 ot the President's orders• This is 

directly ecntrary to the course u have been followille and Stark told 

lracache that he didn' t intend to do this , that h to report 1n plain 

Enclish the spotting of auboarines and suspicious "erchant ships • This 

"'"'e question came up in eonnection with yovr sut:s estion that "" get 

the lieht vessels to radio reports ot 8U$piciowo ships . We didn't do 

t.'U s to:- t he reason, &:10"8 others, that the lieht vessels are rot 

equipped to trNU~IIlit in eode and we thought 1 t 110uld be a plain violation 

of neutrnlicy to report in plain English . I sut:cested to Waeoche that 

r.c &rr8.Jlle for our petrol planes to report in a special. code that could 

be varied froa day to day &M eould be ""'"ke<l by fairlY frequent posi­

tion repor te, and that 18 being done. Since t.l:e President's order is 

only pero.l.ssi 'f8 and since it c,.,.s from Stark, who say~~ ther will not 

take advantaee of the permission uanted, we intend to handle these 

cesoaeas in code and transmit them ccn1'identiol.J.y to the Navy until we 

cet positive orders to do otherwise. 
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ruustrat.in£ the ammer in which reports are bein& followed 
up, I just now eot a r~ ~ COC71Andu liirschtield OD the lt.lian 
cargo s t.eEer IIOIIBALDO, which was one of the bro abipa aaen in the 
Struts o! Florida a !ew lltiln to the wsbra.rd o! the submarine sighted 
by wr Amphibian V-116 (Lieutenant Scheibel) on Sunday. Contrary to 
Nick Gregory' s story today these ships were not seen to contact the 
submarine but were looked over by the plane alter the submarine had 
sulr.erged. The IIO!!BU.DO &rri.,.d a t New Orleans at 3•15 t.oo:1q !rom 

TUllll· She lett Venice on Septmober llth and eeeordill& to the lt.uter, 
c;ates and c«obera of the crew, wbo were inteniewed at !lew Orleans to­
~' sbe proceeded without atop t o Tapa where she loaded 2500 tons of 
pho5phat.e rock. At New Orleans abe 1e told.ng bwllcer aupplioa !or a 
round trip to Italy and will. wait !or other cargc to be loaded about 
October 25th. Tho crew reported that the only submarine they sighted 
in the entire voyage was a French sub near Gibraltar. We had a report 
yesterday on tbe other of the two shipa , which 'flU the llorwogian tankor 
ITALIA. The Norwegian ..,mbers o! the crew, as well as the o!!icers, 
•'Ore interviewed by Boatswain Benson o! the Shore Station near Port 
Arthur, wbo apell<e Norftgian. They aleo denied haYing seen acy sulm&rine 
in the Straits. Jq guess as to this particul&r submarine, -.bich is I 
think the only one known to be operating in our waters, is that she is 
FNnch or British and that she hu been lying in the Flori<!& Stra1ts 
to plug that sap aaainst any German ahips breakin(l away !rom llexican 
ports . \'le had a report yesterday from the first otticer o! a motor ship 
of the Ford llotor Company that he had aem the periscope and wake or a 
aubmarlne some thirty miles !rae Fryingpan Shoala Light. One of our 
planes put aut ilunediately from Charleston and cruised the air thorou(lhly, 
They saw no subaar1.ne but did see a Coast and Geodetic Sur-.ey obsenation 
buoy, -.bieh D~ht well be mistaken tor the periscope and top ot the con-
nirc tower or a auburine. · 

The ordore with respect to coordination or infonoation through 

Irey haY& bean diatrlbuted . I think they will result in our getting 
more intornation !rom CUstoms headquarters here. So !ar as I havo boon 
able to leam thoro has been no laok ot adequate contact in the field. 
Johnny talked to Guy Helverins thio morning, e!ter calling me in· Guy 

is entirely willin.g to have El..me.r """" OYer here i! he maintains contact 
and instructs 'fool! adequately. 

'laeoohe told "'" that oe.....-al t.ankers with l'lnau flag and b&rican 
crews are being assembled in the St. LoTenee tar como7 paaoage to 
Eneland . These are undoubtedly the Stendard Oil or New Jer107 tenkoro 
from -.bieh Oon:w> crewe were removed just be!oro outbroll< or tbe war. 

The llonoreble BOIU7 ~rgenthau, Jr., 
c/o llr. Robert Ouc, 
P.O. Box 164, 
Fiahld.ll, llew Ioric . 

Sincerely yours, 
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THE I'£IT!l HOUSE 

'lrashi.ngton. October 9, l9:J9. 

I'El'ORAiiDUI! FCit THE ACttiD SECRETARY OF THE NAVY 

I have been disturbed by: 

(a) The slowness of s etting the E&st Coast, Caribbean and Gulf 
patrol Wider way. 

(b) The lot between the maJd.ng ~ contacta and 1he tollo,._up ot 
the cootact. 

(c) The wealaleso ot liaison between Navy, Coa.st Guard ard State 
Department. 

It is, tl':er<:tore, necessary to 1!8ke the follmrin& orders clear: 

(l) The patrol operations will be rushed to co:!!pletion by the use 
ot the 18 East Coast and 22 'lrest Coast Priority il destroyers and 1>7 
co"'''letir'l! the aircraft patrol plmlea. 

(2) When a:n:r aircraft or surface ship sights a submarine a report 
il'.ereor will be rushed to the Navy Department t or immediate action · The 
plano or surface ship sighting a submarine will remain in contact as long 

as pcasible. On the disappearance or t ho aubmarine, 1molediate steps will 
be taken by Ule Foree COCOIIndor (in tho absence of special orders from 
U:e Departoent) to try to pick up the suburine again at c1awn next day and 
durin& tJ:.e nia:ht to andeavor to patrol auch area as the subcl&rine ~t use 
!or a refueling cperat1nn traa a tarker. 

(3) On eatabliahin& contact with aav auspicious surface craft of aav 
nationality which might conceivably be carryins oil or auppllea Cor a sub­
IW"ine, such surface craft will be followed day and nia:ht until ouch surface 
cratt has troceedecl to her pert or destination or outticiently far out to 
sea ... to preclude aav possibillt)• or her return t o patrol area waters. 

(4) Planes or 11&"7 or Coast Guard ohipe aq report the alghting or 
&llJ' a>barine or suopieious surfaee ehip in Plain Engliah to Foree ~r 
or Dep&rtnert. , 

In this llllole patrol business ti.., is or the essence end lou ct c oo­

tact with surface ohipe cannot be tolerated. 

(s) F.D. R. 
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TREASURY DEPARTMENT 

mocuR£MENT DIVISION 

WASHINGTON 

October 13, 1939 

DMZ' lira. IQDts. 

!be attached 11 tbe ~ ocmoel'llinS tbe b-.p 

eituat1on llbicb tbe secretsrr ut.d • to baft in 

b1l banda before lloDdll;r. 

Sinoereq JOUrl, ( ____ 

~~ra. a. a. IODts 
Priftta S.cretsrr to tbe s.aretsrr 
'l'niUIIr7 De~t 
Waebinctan, D.C. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

October 11, 19)9 

en September 2l.at tho Pro~t Division, in connection with tho critical. and 

atrat<ogic Mtorial program, iosuo<l a proposal covering the purchaao ot tour claaees 

o! ,anUa hemp, the tirot olaoo (Pbilippina Grade E) in qll&ntitieo .....-,i.ng tro. SOO 

to 2,000 baleo; the oocond claoa (Pbilippino Grode F) in q~~&ntitieo 'l'&l'7in8 ~ 
jOO to 2,000 bales; the third claoa (Pbilippino Grade I Da..ao) in q~~&ntitieo ....,._ 

1ng Crtlll 1,000 to 10,000 bales; and the toiiJ't.h olasa (Pbilippine Grade JI Daoao) 

in quantities var)'ing fran 1 , 000 to 7 ,ooo baleo , 

en Frida)' afternoon, Septaber 22nd, Jlr, J, F. llacllanial, Cbairlllan of the Cordage 

Ir.aUblte (a trade aoaociation ot cordage lllnutacturero and dealero) caJ.le<l and 

at&ted that the New York Tilleo ha4 indicate<! a purehaae of 21,000 b&leo ot llln1la 

f iber, tho effect ot '01\ich would be a 11111terial increaoe in the market price of t.h1e 

eCI<llll<>Ciity, He requested that tho proposal be promptl)' withdrawn, thet the widest 

p~~bllcity be givan to ouch witbdr&nl, and that arrang-nto be .....,. to purchaoe 

th1e cateri&l !roo stocks preoentl)' available in the Unite<! statu. Ho turt.her 

alated that, in &ddition to atocka on band, during the 110nth of Septaber 50,000 

b>.l.es of hemp wuld be controete<l tor by IJnite<l Statoo ~~~nutacturero, tbt thera 

""" at present afloat ~1,272 b&leo, and that fiber purchaeed but not ;yet ob1ppe<l 

troo tile Philippine Iolande tot.alled 1061038 b&leo . In a letter confil'llling thie 

!nto=-tien he otate<l that the ITer&ge number of baleo purchased clur1ng tho tiret 

tlj;j>t """tha of tho ;year •• a~tel7 21,000 belea per month, 

!lr, !Jacllonio1 ...., de!initeJ,y infonoed that tho propoo&la aa ieouo<l constitute<! no 

tina offer to bu,y tho 21,000 belea ..,ntioned by hill! which ...,.., the aggregate quan­

ti ties that oould li&Te been purehaao<l under tb1a propoaal of tho tour gradoa of 

he::p on which prices wore aako<l. A ata-nt or bmp ll&rket oonditiona since tho 

first of .lime indicatea an increase o! approld&atel,y IJ1f, in t1:e price of b-. 

llllques tien&bq, a large proportion of tbio riee in price 1e duo to a abarp incroaae 

in freight ratee, as '!!all aa the poaoible ooniUIIIption incident to the beginning of 

t.he Eu.rope.an war. 

en "'-':sdl.7, September 26th, .t.dair&l Spear, Payaaater OOnoral of the ll&'r)', phoned 

"" requeating intoraation ooncernina tb1a propceo<l purchase and atated that be bod 

boon asked by secroter)' Edieon aa to the etreot tbia purchaoe would haw on the 

""rket. Admiral Spear waa infomo<l ot the presence in the Procuraa~ent Di'rieion of 

tlatistioal intomation oonceming price ranpe of b-.p clur1ng the put three 

-.tr.a iond told that 1t ._. belirred that the increase in price._. not oolel,y due 

to the propoeala 1e81Md by the ~t Dhieion bo.t to the caUAiea heretofore 

r-.enUoned. 

Regraded Unclassified



()! SaturdATt Septeoober )Otb, llr, Barada, attached to tba ot!ice of tba P!Ullppine 

C)Oali.es1oner, pbOnecl and etated. tbat. it. bad. oome to hU attent.ioa tbat tba propoNl. 

tor the ~e of ~ was to be 111~11D and tbat tba P!Ullpp1.De ec-iaeiODer 

.. ,.. no rea eon .tv a purchase euch ao was ocrtered by tba Procur-.t. ~ neion pro­

posal ahould not be cone~~~~~~&tad and tbat it was not belin11d that euch purchase 

11011ld hen &1111 material e!i'ect on tbe price ot hellp. 

Ill "Jednesday afternoon, October 4th, 0 'Me'<' .lndareon in tba Ot!ice of Operltiona, 

~•'f1 Department, phoned .., and &eked llbat. action 110uld be taken by the ~t 

Division in tho 8ftnt a letter was recei -...1 fn:a tba Secret.uy of the Na~ requeet.ing 

Ole cancellation or Procurcent•e propoNl. or Septaber 21., It wae expl&.ined to 

c:cz:,ander Anderson of tba "dlit that had been made to thU oftioe by llr, llaoDt.nial 

and the roaaana wilY, ae heretofore at.ated., no eetion 110<1ld be taken by tb1e ~"daion 

to 'li thdrew the propoeal . 

'Jbe tollcnrin& day, howO'Yer, a joint letter was received 1'1'011 the Aaaietant Secretary 

ot liar and tho Acting Secret.uy of tba Navy requeating that., ae the price of ll&n1la 

!'1ber had r1een coneiderabl,y s ince tbe iaeuanoe ot tba Procureor.ez>t ~Yidon propoNl. 

IZld since this increaeed price 110<1ld eauee a aarked increue in t1:e price of ll&n1la 

tiber tr.at 110uld ahort.ly be procured by the Navy Departunt under their progru for 

current procUl"<!l:lent, that the Procurement Divieion propoeal. be 111thdra11D, 4coord­

~. on Oetober SUI, Mtioee were eent to thoee who ftre turniohed with propoeale 

to the effect that ouch propoeale bad. been cancelled, 

Cll the aame day a l e t ter was wr1 tten to the Aaeiatant Secret.uy of 1'ar and the 

1ot1ng Secretary of the Navy adneing them of t.bis action, and in tbie let ter it wu 

at.at.ed that etetisUce 1nd.1eate that the price of h•p hid increased IIYf, between 

June let and September 2let, the date on 'llbich propoeale were ieeued by the Procure­

"""t ~"daion, and tbat it hid been et.ated., both orell;r and in writing, by tba 

ct.ai.r<an ot the Cordage Inat.itute tbat tba Obited. Statal lll&lt'll!acturere 1 pu.rchaaee 

have &ftr.&od 21., 000 halee per aonth during the last el.tht aontheJ that the lln1tod 

State• manutacturera oontraot.ed for approximately so,ooo halee durin£ September and 

that, undoubtedly, 110rld oond1 tiona bad. reeul ted in a large purohlee for uae in 

Auat.ralU and J&p&nJ thlt at tba t iae the Proeureooent Di"daion propoeale were ieeued 

Sl,272 hllae were in tranait tn:a the P!Ullppinea to the Obited. States, and turtber­

<on>, purohleee of f iber not. yet. ebipped tn:a the P!Ullppine J-.l&nda to the Obitod 

Sutos ..,.untod to 106,038 halea, In tbaee letters it. wae &leo atatod thlt the riee 

1n price could in no emal.l part be attributed to a ehlrp increaee in freight ratee 

and the poeeible reluctance of P!Ullppine producers to a&l<e o!!eringe, aa ,..u ae 

the increaeec! ~t.ion at the beg:tnn•ne of the European .ar. 

'!hie ""ming llr, 1', E. Worth, Preeident of llcLeod and eo.peny, a 1Uhe1c!.i&J7 of the 

Illtornational Haneeter COmpeny. mo. , handlinll heolp, aoC>CIIP'-ni ed by J.rr. E. o, Cogan, 

the llanila representatiTO of the International !JarVeeter caopacy t Inc,, called oon­

OOrning tllo bide tbat bad. been ieeued and 111thdre111l by thU Dinaion tor ll&n1la tiber. 

Regraded Unclassified



-~ , .,0 
-~ 

• 
•· Jorll> nated u.at lloiAo4 11114 c : u _.. DDt ' u ot u. Ollrdlace :n.uww. 
1(1lor t!Uea.tdzlc at ~ the ~ aDd ~ ot -.,, llr'. eo.- -n..a.t 
t.bl opl•'ona aqau.-4 'l!r tala Dl~ aa to the ,.._ t• t.M _,_ 1m • .. 

lA prioe. Be at& ted f'ort.ber that, - ba4 the Procaz t. Dl~ pu • ·• tM 

14w qunuv ot n,ooo bal.ee, the tact that. Mliftriu ...... toM.-..._. a 
r1o4 ot o1x -tb8 ......U. M.,. ba4 DO attaot. -w...r 011 the prloo Uld tat tala 

:ro-tl.on llboul4 M.,. baao ID:Ioe 'l!r llr'. Jll.oDanleJ. at. t.M t.1ae ot JWo 'fiatt. t.o t.JWo 

o~. 
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Total Nu.ber Mo . Bu. Avera.p Pric:e Avo,.... Price Total 
~uber Bu. Left 1n Per .,,r itocey re-

VARIHI Pic keel ~ St.or a;re Bushel- 19l59 Bushel - 1038 ei>i".red 

lleln toeb 12 , SOS 4 ,120 8 , 185 t 1.06 I. 1 . 43 $ 3, 902 . 80 
llelnt.oab Drop 2, 186 2 , 186 . S2 . 47 716 . 75 

Baldwin J. , . 7 - J..••7 - .98 
8&14win Dro p .37'1 72 •Jo .. - . 16 - U .90 
Cortland 2, 949 4 2, 945 .80 1 . 20 2 . 40 
Cort.land Drop 429 419 & 10 - . 17 . 44 68. ?0 

Dellcioua S:l>t - ........ - . 98 
Duoheoa 175 175 - . 42 . 62 72 . 85 

Oreenlnc 1 , 681 - 1 , 681 - 1 . 00 
Greening Drop 4 2 42 - . !!9 - 12. 50 
Kendall s - 5 
Kine 8 - & 6 
lla.iden Bl uab 7 7 - . 55 . 44 2 . 45 
Opo.loacent 1 ,668 1 , 652 It 1 l6 . 70 . 82 1 , 164. 85 
Opalescent IJrop 123f 1?3t ~u-; 

.15 - 18 . 50 

SP7 •• >.5I - - 1 . :& 
SP7 Drop sst l? ' 23} - . 20 - 2. 40 
Til en t7 Ounce Pippin 9 9 - .so - 4 . 50 
lfaalt~Q' 318 516 2 . 56 . 48 193. 20 
loU River 2l 21 - .60 . 53 12. 75 
S tark 17 _:..Js lL 
ll...lo- flrr-. lu - """- $ 6,186 . 35 
~-.c..- ~· . ~SD 

~·w4l - ~J 
Fredon ia "rapes ~llH. IJ ,'!-3~ 621. 15 
Concord Grape• 275 .80 
Peaches 965- 1/2 bu . 

590-bu. 756 .ss 
Squaob 20 7 $90. " 16 . 78 
P.-pltins .75 

$ 1,610.59 , ...... 
w 

Total Apples & lli.oo •. * 7 . A<A a. 
._. 
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~r 11, 19)9 

en s.p~r ~t the Pro....._t D1T1.e1cn, 1n WUOJI with the Cl'iUoal and 

ettattctc atarl&l progru, .1ahad a propo-.1 cow:riDg the pa J ·= o~ tov c1
··­

o! oanll& t o=p, the .tint cluo ( Ph1l1pp1ne Grode E) 1n qQA~>Uti• 'IU7iDI h<a SOD 

tD 2,000 b&lUJ the ~ clue (Ph1l1pp1ne Grode F) 1n quanU U.. 'OU'71nc h<a 

500 to 21000 b&lee 1 the t.h1rd clue ( Ph1llpp1ne Grode I !Ia_,} 1n 1UA11t.1 U.. _,._ 

ll:g !'rca 1,000 to 10,000 balee1 and the fourth cl.ua ( Phlllpplne Onde J I 0.,..,} 

to ,anu uee .....-f1ni troa 1.000 to 7,000 mlee. 

0o !'ricll,y att..mocc, septeaber 22114, Ill'. J . P. llao'lllll1el, ~ of the Co~ 

!nltil»te (a trade ueoei&Uon ot cordage Mllutacturwe and dealer.} oallecl and 

•taW<I thlt the r.ew Yotic TiMe had 1nd1c&tad a pu;rc::baee ot 21, 000 b&lee of Mll1la 

!lbor, ttl effect ot wldch -.l.4 t. a •terlal 11- • 1n the url<ot prloe of th1a 

......Ut;r. He requwtecl that the propoaal t. I'J'OIIPtlJ' withdraw>, that the widMt 

pd>Uc1~ t. z1...., to web withdraal, and that &rrel'lg-.ta t. ~ to purd,... 

lido aterlal trca etoe<a ~tl;r • .,.,,bla 1n the ~tad stat... !Ia tllrthar 

lt&Wd thlt, 1n additi.on to atoc:b 0J1 band, duriJ>c the _,th ot Sap'•t.r 11),000 

bola• of he p 1101>14 be contracted f o r bT 0111tad Statao .......r~, that U;eno 

- at preoent atloat 51,272 b&lea, and that fiber purcbuacl but not ,ret oh.ipped 

rro. tho PhUJ,ppine leland& totalled 106, 0)8 mlee. II> a latter oontira1nc th.1a 

Wor:atton be otatad that tha &'Nrtlp .-bar of b&lee Jl'll'(lbaaad c111J1ni the tint 

olj;ht aonthl of the ,_.. -. ~tal:r 21,000 b&lee par _.til, 

llr, C.ctaniel -. .S.t1n1tal;r 1ntol'Md that tha propoeale aa 1aol>ecl oona~it.utad no 

tino otter to 'boi;T the 21,000 bale& _,tinned bT h1a mich wre the ~CP"WPta -

uu.. thlt OOill.d baw baan pwcha&d- th.1a paq •' ot the tour graciM ~ 

'-P"" 'llhicb pri- wre aakaclo J. ota~ ot ~ .ubt ocmd1Uona ol.Dee the 

tlnot ot Jlme 1nd1catao an 1n- of appraziatal;r /111. 1n the prioe or ~ 
llllqueottonabl,y • a 1arp proporti.on ot th1ll r1aa 1n price 1o clue to a &harp in<>reaaa 

In fro1cbt rat.., aa wl.l aa the poaoibla ~ 1no1dent to tba t.(1nn1Jic ot 

tile EDropean ..... 

en ~. S.pteo,t.r 26th, J.da1r&l Spear, ~ Ganarel or the .. .,., ,.,.... 

• ..._Uzlg 1ntorat1.on ooaoen>1nc th1o propoa&d ~ and otatad that he bod' 

t... aUacl bT Secnt&rJ ~ aa to the ettect th1a purcbaM eald baw on tba 

..n.t • .&a1Al Spear._. 1nto..d ot the preou- 1n the Pre= ot D1'11oi<ol! of 

otat11Uoa11ot-u-~ pr1oe nne- of~ dt.o.r1Jic the peat threa 

oontto and told that 1t-. bel1.ftoocl that the in.,...._ 1n price -a not aolalr­

to tho propoaalo iall'llad bT the -t 01.'11o10JI but to the oauaoe heretofore 

-ttonad. 

• 
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THC SEC fltCTARY OF THif T fltEAS U IIIIIY 

WAa ... I NOTOH 

Octob&r 1.4, 1939. 

;GnRU DUll FOR THE PRESIDEUT1 

Re1 Sbort-t.na co-rcio.l. credit• 
to btllktreot.e, 

The pr esent lfeutreli t,y Act cont.ina a prOY1s1on "bich • • : iret on­

acted in F'ohr'Ua.ty, 1936, prcbibiting tho ext.Mion ot credit to, or the 

purc:>AGO of ohlJ.ctiona or, L·el.liieronta or their GGanu, but authorialQr 

t ho Proside::ot t o eoreapt trooa aucb prahibi t.ion oril.na!y abort-t.ol':l c~oio.l. 

cmuto. This power the President exorcised b7 issuance or regulations on 

Sopte1bor 6 , 1939, .bic:h regul.ation. destcnat.ed t he Treaoury to adMlnht.r 

the provisions tbereor. the Trea8lll7 has had ,...,. r eo i nquiries t'roa tho 

public rlth respect to thia -tt.or. 

The Noutrall t,y Bill poaoed lv the House loot J'ulJ' 11e!ttd tb.e afore­

mentioned Pre slde!'lt.J.al po .. r under exiatin;t lao 1v prortdinc that .uc11 

cOID!ll"ciol crtdit.a should be tor no longer than 90 <!eye, o1thout ren.wala , 

end thAt the Presillent n o to ako public eYoty 90 clqa all azton.iona ot 

such credits to boll4erenta. 

The bill reported 1n the Senet. cont.ina the """'" 90-<lq lia1t.at1oa 

en shcrt.-tora credits that •·• cont.aJ.nod in the llouao bUlJ prOYidea that 

tho Proaidont """'t report to Congroaa oYery oix 10ntl·11 all t he extenaiona ot 

short.-tem credits to belli&erontaJ and abo PrOYidea that 1t a balliceront 

do'aults on &reT INCh ored1ta , no turtller credits lillY bo extended to i t obilo 

tho do raul t eont1znloa , 

No~l.JT the t'lmction ot abort-t.na ortdit 1n 1nternot1onel trdo ia 

;>rincipall,y to t in&neo the aale ot 1ood1 while the goode art i n trona! t troa 

tho oellor to tbo tov-er. The bank doinc tbo t1naftc1Qr cuatoa&ril,y retaina 

tiUe to t he goode obile 1n transit and until -nt is •de lv the toraip 

purchaser. It the lleutrall1;;r A.ct prohibita the &Ztonaioa ot &IV credits, 

COII!arciol or otherwise, to belltcaranta, and requirat the trendar ot t.i U o 

to ao• fore4Dtr bot ore the Ieoda lean tho eo\1Dtty, aaloa ot Ieoda to 

be~erent countries haYinc dollar t'wlda will bo uocut.ed on tho buis ot 

JX\l.,.llt heine ....SO 1v tho bell4oroDt 1n thia C0\1Dtty to the aollar bator. 

t~e .;ooda lean tbo ccuntty . It 1a lillol;r that in rloo ot all the ~ 

st<tncaa and for tho t.1.Po boinl tho .,..t INll< ot aaloa lv Aaricana to 

~lligarenta will bo cclxhact.ed on preo.1ael;r t.h1a buis oYaD 1t abort-t.na 

co:~C~Uciol credits •ro to bo ponaitt.ed. 'rh1a 1a true boca1>8o (a) the 

bellieeronta thot art Coocl abort-to .. oredit l'iaD baYI dollar le1•C:U 1a 

thla count.ty, and (b) cuato..ri.l,r DDt onD abort.-t.na ored1 t 1a .xtoDlo4 

in i.nt.arnatioll&l tndo \1Dloaa titla to the iood• is ret.1ned lv tho oa;11:1•..,.11. 

extendlQr tbo credit. 

It the lloutrall1r Ac t porod.tted abort.-t.ra _.-cio.l. oredit, it wo..U 

t<> possibla tor an Wl'iC&Il to aaJ.l h1a 1ooda to a boll4oreat, t.renator titla 

t..:> ouch cooda to tho 'bollileront botor. tbo Ieoda lett the Oldt.ed &tatoo, Ull 

r~l;r oxcluainq on the credit ot the bol1tcoreat tor ,.,_nt 1n tbo ~ 

-·- lod. For G811'Plo, an w ric&n ...ract......- llilht bo o1ll1nl to 
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MJ'cban.U.. to BritaiD 11114 traater Utle to Br1taiD before the fCIOd8 

l oft •ow Iart, ad relT ocl.aln}T ce tbe _.-.]. erecl.it of BritaiD tor 

pqnot witldo tile 90-4q period. It tbJ.o,..... clcae p~~erlllJT, a bel­

H p raot 110ul4 be able to MD ~ ce ebart.-t.ara ar.clit, ..,4 thh 

credit woul4 be • ooot1o..W., - ce the buia of the be11.1pret•a 

.,.er-all parobuee, .... tboQP 8IIT particuJ.ar ar.clit COul4 IIOt be re­

o.-.4, Ill tbJ.a wq a belltcv-t Ute Oreat BritaiD aial>t be able to 

boild up a ebort-t.ara ore41t ....W.C 1oto -a1 lraD4re4...UUce 

dollara. a.....nz., tor at lMat- tiM there wo'<l14 be 110 .,._t ~ 
to .AMricao ..-rc1al 1otere.te 1t tbJ.o t.TPe of tralleac:tice 1a tor­

biddc bee&liM of t.be 4oll.U' b&laDcee ..aUabla to the Mlllc-te. 

for the r.....,. 1od1oate4 beloe, I balieYe t.hat,alt.ho\llll it aigbt 

be of •- olJ.«bt 'Ialiie tor tile •evtrall v .lot to ccetaill a ebort-t.ara 

c:red.1t pro'lidce ncb u &xUta 1o the pre ... t 18. ar u 1e propoee4 

1o tbe Saute bill, tbe prorto1ce 1a 11ot of .,._t aipit1caoce aod eboiWI 

oot be fo\llllt far. ~. I wollld rec-.1 tba el1a1oatice of 

tba abart-tera ore41t pi'O'I1e1ce it 1te •lf•batice woul4 belp 111 t.be 

pr.oa&&"e of tbe bill. 

(1) !be be~IWlte to wbolt ouch abort-tara ar.clit io lUa}T to 

be ot~ are 1o a ~tica to pe;f caab 1o tbJ.o -tr7 before t.be 

coo4o 1...,. tba tiD1te4 Stetea. Acoorcl.iqlT, the •"•'D•tice ot the 

ohort-t.ara erecl.it prort.tce will 110t .-........ -ciablT the -t ot 

our trade with ouch bal.J,4er-.ta. 

(2) It 11q be cbarp4 that tile otall8101l of llborl-t.ara _.cial 

c:red.1 t.e will rewl t ill our aoqair1oc a tillaocial ateloe 1o the oat.ocM ot 

tbo war a1ooe a be~t lli&bt aoquire a 0011t1o-.l abart-t.ara ......Ut 

l'\lall1llc 1oto -.1 ll~-tllfm 4oll.U'e 11114 t.h1e aial>t - the ""'T 

tor lcapr ore41ta to tlttoxe4 ~ta. 

(3) hit.har tile u:1ati.zl« X.. _. t.be I*Li 1 ' bill atte cta t.be 

utea.ice ot ore41t to a uticeal of a balllpn~~t 110t ac:tioc em bellalt 

ot a belllpn~~t. 
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FOO SHING TRADING CORPORATION 
~ .:.un GArdena , 1..1 lUntJI':1r.r. . 

Slle r•,t! :r:r Jinnry J.:or e enthnu, Jr . , 
I!T~nour:t !>JpartMant , 
/"'«t' 1rrtnn, o . ~ . 
. v. Ao 

11th llctob~r 19:S9. 

- .,8 
-~ 

"!eat. ·rt\ •':! t~1n15tor ·•or·r; :;nn .. h'"' ,r thn !!1, !.s tr] of 
-=:cor.r:--:1e A~!'t~!.r!'l r.c:'!.e t;o ::SO-" ne ~,, C.\.acu:s!ll e!:tp·leirllJ the 
..... ... ,, ... nf 111!.n1; 1-.""t~rl=. ns !.n t..~e ~h'•o,f\ (invn:onr:en~ • • 10 
·"' '1:-t t.!1•.t n.· 3 !:1 ver-, nece3s'lr:r ot th'l rrr A:tt,nt ""!.-'l , 
o a.•!.f4ll:t l.t. th.:> field o!" "&,..!-:n!t. t:"( , ur:tta e~rln"" ""''i 

~,,,..,,~ nr .. "''n!1."ttion . -Hi fn.vors ·m !.ndnst.r!.s!. n"lC! 
r .. :ro• ~ul 1 .. urn l :"":'!\"'inn o f A.T"ter !.~"l=-'9 o~po:--ioneoti ir d1 f";"'ercmt 

.. r"!~.O:) of' 1nG.n!'lt!':r <J.rd nr-r1_rml.tur 1 en..,!•'\: to ..;r•r.n to 
e "l ~U"'tn 1n '.hft J)0!:&1bl l 1.t1es or d·lVf"'lOp!n r 06rtJ1n 11nos 
r')!' ~n•n:stry nn<t t~ t-IOrl~ out. "'\Othod:" o ·· hr,T'! 1~ ' nr. n '"t:'"l,tt :1uch 
~ ., .. ,,lornont . Most n~· thes•l ""ton ahoolti huvo hnd }'\r ond 
•1~r ·f"!.nnce . I t would bo delt.l. rni-, le 11" .:J:lrte n f' tho:~e !"ten r1 ero 
;'l'••f'!llr hcl tn r ~lMnin few s ye:-1r t'H' tw() t o b<'tt~ln nctHnl work 
ln ,.r•>joc tn !.n \'.'l .. ch •·; )'%~~~ could bo lnlt!.ntod 1nr.ed ' 'ltAly . 
'f':j ' ..l 1:'1 0:\ptiC!. .lly tr ue i u tlt6 cntiO o!" t'l(:rir.u!tn.rnl extenaion 
r,•,r.t:-.l!.ntn d enired ln :.Le rnord 1·,_,ort."\~1t br• r~hos or 
t~o '"r:r.nJ. turo . On e or two nan ! t bun tz.oo~ or r,nnizn ti on aro 
~lao r.rot'ltl :r noodod to Assist •n cnrtn 1n r,..,vorn.,untOJ.l nnd 
''1~lTI8tH\ t' OOT' ('IU.! Zf't!.on . 

0:• . ·•one 9tllted th"~ he "~lu ~l<o tJ.to "\&tter up ..-1th 
o.lr . J:,mr, IU\ A pr~l1olr&r7 ntep l ook1nr townrd the dd!"~n!. tt't 
1 n•.t\ t."t1 r rnr ~uch A.."1er:C"'1n:t t~ r..o~o tn Ch'1 ft, ! stvt!.l 
•r' ~n '1 l'l -.rl'l!.n uoon ~enr1nr, o~ !"urt..~,. .... dft •:.,lnp-onts ~ ~ th!.s 
.'ruet1on • .:.>r . u(mG e~nha3lzed. t t"e nar:ft, .. 1t 7 .- n .;)'!n~ .,r 

l.'l".'1na 3'1ch n:sslstnn~o At th'3 t'""J~, 1md frOM,, un:ierst"tnd!..t 'll 
lr tho 1' .,unt:.1..,n , I b~l!cvo thAt hn in nnt•r ·,l:r correct . 
I t 1o an oppnrtunitJ to assl~t noc '>rinG n'lout el~•er r •ll•ti<>na 
htthtoon Ch ~nf\ flnd A'"'!er ~C1, or ult.l-nt'' brtnerlt tn hoth C0ltntr1&d . 

,11th bAst !)Orsono l Njpr do , 

I n:n , 

.... ............. ...._.... 
··,a ,, .. ·········· .. , ............ . 

·>~l. a conn~ctlfttt • •n•Jn 

JL'l: I:C 
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RII'OI!T POR SIICHI!.&RY IICIIIOIII!IWh 

Ootobo.r H, U&ll. 

Du.r~ tho 11Mit ... <SK Ootobor 13, use . ......... Hq\l .. ta 
tor "t;r-to 1.11ldn tile Ti.DtOD•rr-11 J.ot wro rooo1.....S. 

Ill record to olo•~ ~-t· 111bl.ch ha-.. be .. .. __ 
and uo """ Ullder oODo1 .. ,...t101l, tho toll~ appl1o01 

Colt' • Pat.llt fire Anlo lluutaotw-i.Dc o~ 

1\u"thor c01l01derot101l dv~ tho wok wo &1""' to tho 
ttDtat1n draft or t.ho prcpo .. d 05r•-t rooul ~ 1.o appro­
ftl t.hti'OCf ud oi&n&turo ot tile letter t....llo.ittiJI& t ho dratt 
to tile ccntraotorJ t.ho papere wro .. 11.-.red to S. J. Toller, 
.&ttorn-r tor tho Comtraotor, b)' .Appel Oil Fridq, Ootober 13, 
lt39 , throacl> lleillac· 

COiltol1 .. ted .U.ro....rt Corporat1011 

Tho to.-1 oopy ot tho oort1t1oete trca tho 1&1')' O.p&rt• 
MDt ftt root1Tedo .f. tellt&t1Te dratt hat botll ll&de Of Ill 
Of>r•-tJ t.hh hat botll rni.,..d aod 11l1t1allod b)' T&r1ouo 
Buroou ot llltorllal R.-o poreOilllOl aod t.ho draft wu 
dtl1Tored to llr ...... ohol' o ottioo 'llhoro 1 t 1o llOW Ulldor hi a 
peraOD&l OOIU14erat1·•• 

J. hoarillg betoro llr. -....ohol wu hold 1D hit ottico Fridq 
&tterllOOil attell<IK by tho i.Dtorootod froUur7 paro-l Olld 
ohqoo 1.o tho dratt wro .,thoriood. 

1.,. -ttero ..-..lopad, u toUon• 

Godtr.,. llallutao~ Corporat1011, 
In Bru:D..8Wiok. In JtrHJ• 

Oo Ootobor 12, lt&ll, M.oore. 1-t.h Perry, Sooroter)' and 
.l.ttorn-r, ud Pa»l _,oro, Attom-r, oelled Oil Appal tor tho pw­
pooo ot ~ 1Dto...at1• 1.o record to tho ooope ot Prou lle­
loou 18-79. !110)' apl&illed thato tho ocmtraotor oxpooto to 
cte.r i.Dto 011 JJttq oomtraot tor tho -raoturo Olld .. 11 .... .,. ot 
OllO -~~r Dioool -i.Do &Del opeo1al tao1llt1oo will be 
r tql&ired, !hero -.. .., dhouooiOD ot tho .. t&ilt ot tilo too1ll• 
tho, !ho c.......U operotiOD ot tho Proto Rtloaoo •• apl&illed 
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01>4 tbo oODtr-.otor -• adn.M4 to oODou.lt tbo ...., ~t 
1J> rti&J'4 to tbo DO .. I I&J7 oertifioati• OD4, it & oloaiDe ocr­
,...,t -· 4ta1re4, to tile & lettn &44roaaa4 to tba c-s.aas. ... u 
or Intom&l llnaDUa , at&tiDC &11 ot tile -tad&l t aota &D4 -.ld.DI 
tb• requ.••t. 

BoeiDI Airpl&u Cca{*V, 
s.&ttle, W&ahiDt;tOD. 

Joi>D JoaotiDC dropped iD ... October la, uae to &tk about 
Prell lleloaoo 18-7e ooul at&ta4 the o...tr&Otor ~ 4ta1ro to 
tilt a requ .. t tor a oloaiDC ocre-t. Be lett to 'Oiait tbe 
Air Corpo, ...., Dapart:MDt, iD thh ra,&r4. 

!bora Wrt DO other trana&oti...- iD AC&r4 to oloaiDC ocr­
.... to uzulor tbo YiDoOD-~ll ...,t, 

lothl.Dc hu bMD be&r4 tr- tbo Batblab• ltaal Corpor&tiOD 
IJl tbia roc&r4 ( t. OODtr&otor _,.tiODf4 iD report 4ftf4 lapt4olbor 
ao, uae). 
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1Tol'oc:.t. 
c;.u 

o.t ... , 1 •• 1111. 

row~- ..-_... o.- 1.1, lNt, .. - ,.,_ 

! 01' Ofoi I .. - - 'f
1
PJ II 11 Aft - -1-. 

111 ....... tlo alM1S& lpl ts ~ ...,. ... I i II ... 

""' ..,..- ...._ -·uua"-- tall-.oc ..,.u-

cal''" ,._, l'iN - -1111 C I 0 

l'lor1lher -u.nu. cl...S.C - - ... cl- .. -
--~he ~ at - F I II I ---~ ft8111~ lo ..,._ 
ftl theNOt an4 oltpaW.. ot - ~ " =• ""'& ""' baA 
to ~_,. .__, - ...... - daU- .. S. J , f .U., 
.u~ ,., -c---. II)' .t.ppol- 1'1'141iro ~ 1.1, 
ua, tbroooch ll.tllac• 

c-ooli da- A1lwaft c.r..u-
tllo t3':0&l - ot v-.. -'lti•w rr..- ....,. tleplll1>­

unt..., ,._1.,.., A --1ft ....,_baa ..._ _.. ot ., 
-\1 "'la baa - I'Wft- u4 lolUallacl bJ ..vi .... 
a- ot Ia~ lieu w pori II •cl _.,.baA._. 
cloU- ....... r ' •l'o atl'lw .,_ u 1o-- hh 
1•.-.-1 ..... , •• ft\.lae 

1: ~ ll>ot- lire .~ ._. lieU lo lo.lo attl. .. l r16ollr 
att.e.r.. at? ' ' ~taw ldww.,. til .,.., pw I _. 
..a-c .. ,.-....,._-~ 

._ •' ••• ..,., ' 5 •&. .. t .U..a 

0..,.,.., ~c.,.-•. 
a .. a. =a. - ~· 
""" ..... 11, J.Nt, - ,_ ,_.,, , , • ....., -

·~. - r.l _..,., .__, oallecl • ~1 r• - puo­

- at .-s.c w ••••• ,. ~ .. - - at - -
leMe ....... ._ ._weef ..... ty -.WMtMr LQ I 1 .. M 
_,...._.._. ,__ -.... - .. u...,ot 
-~ Os-& ..pao- q '•' fw1Utl .. oUl l>e 

1 5 1-... ,.,_. - • •-• at ""' ~le ot "'" taoJ.l1o. 
"-o 1lle I a1 1£ F MW ot - ,_ Jlel- ._. -~,-

.. 
--~ 
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.... - •• ' - - _._. t. --a\ - 1iw PTJ 1 ' 
Ill ..pN W - I I I -'ill...aa -. U • •IMh& ...­
-· _. ~ t. tue • ~ r'tr 111 t.- c-lMl­
ot IA~ let o e'&$1 .. aU <II - ......s.l ,_. - -.. 
tiHI __.. 

-ll>l AlrplMe c a e. 

-··l··~ 
.Joha t ••''ll a II P ia • .,_,l'ear 11. 1NI M Mil:...._. 

. .... lel- 11-" ........ - ·=· -- .... -... .. 
ru e • 11 ••" t• • elM1Joc &p" "' a. 1-" to 'flAt -
,Ur c-pa, ._ o,,.,. '• SA uua .......,... 

'01- ........ - -·"- 1a ._... .. elPfia& ""'"" 
M!lte UDdeJ' - VI.At ID f-'1 ..._ 

lothlJo& Me - lo.n rr. - ~- lt.e1 C:erp--
1D w . ~ <• ·-~ -"- 1a ...pan ..... ..,. 

2 

If 
JO, lNi ) e 
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IIEliOR A NDUII 

TO: Tho Sooretnry. 

FROll: l.lr. Goaton 

Subjoot: Mrplan_o lfacort tor s.s. IROSWil!· 

Tho s.s . Il\Olt"OOIS, oWIIe4 1>1 the U.S. ll&riUJI8 COODinion 

e.:>d cbortored to the 'Onitod States Linoo, arr1YOd in !low Torlc 

borbor rro:~ Cobb, Irela.ad, 'fodnoe4q, OCtober llth, dOClciDg at 

about 8:45 p. m. The mo~rors departed rrom Oobh Tuoedq, 

October 34, at about 6:45 p.a. 

Tho IRO~IS wao cet at oea at 7:40 a.m. October 11th 

by an escort squadron or Ua'7 planes, cons1at1Dg ot on• sea­

plano and tour land planeo , Which hod dopartod rrom Now York 

a t eunrieo. Those planes accOJ:IPtllliod tho IROi<WIS into tho 

lower borbor. 

Ooaot Guard seaplane V-166 (Lt. Burton) l ett Yloyd Bonnett 

Yield at 12:10 p.a., and raochod tho IRO~IS at 3:15 p.a., at 

pcoltion 40 .11 north, 71. 45 ""'t, about 200 lllileo out . Tha V- 166 

cerrlod on a z.ig-::eg patrol, goi ng out and returning to tho 

harbor on trenca on the course ot the IROQWIS. 

Inatructione to tho Na"1 to oerry out tho patrol had 

olthor OOIM tro10 Washington, or had boon 1n1tlatod 1>1 tho 11&"1 

COOII::ruldor or tho fl01f Yorlc District. Coaot Guarcl did not OUII­

soot it. The O"""""'der, Now York Dlotr1ot Coast Guard, on 

lean:.ing or tho !1&"1 plan to prorldo an air oecort, ottered 

to oooperato, but waa told that a Coast Guarcl plane would not 

be nee4e4. HoweY•r, Cc.cander Smith, in oharse ot NaTal Air 

J'orce in Now Torlc, told Lt. Burton that 1t the Coast Guarc1 aea­

plano ..,, to bo on patrol ho would like to !mow n in oa.se ur 

or thl1r land planes abould nood a.eeiotanoe. 'llhen thh wae 

reported to tho Coast Guard Coonander, ho told Lt. Burton to 

aako patrol but not to intort&M with tho lla'f)' patrol . 
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Tho 00l11114114or, Now York DUtri ot , oleo ooo~ Lt. Gra)' With 
t wo apood boaU ot tho Harbor Patrol t rol:l SaodJ !lOOk to .,..t tho 
IRO:<IXl:tS and trail her l.nto qunrantl.no, Whore thor wor e roll end 
bT horbor tqa and 7~ t oot patrol boats Wbioh oonwyod t ho 
IRO:<IXl:tS to hor 4ook. Lt. Gr81 later aoo1oto4 Ouotau and other 
ortloialo, 1nolud!Jl8 tour F. B. I • ..,,, 1n aoaroh!Jl8 aro1111d tho 
ahip and in tho rtol.nitr ot tho dooko. 
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TH'£ WHITE HOUSE 

WASH INGTON 

October 14, 1939 

V.El-!ORA!IDUI·! FOR H. !4. Jr. 

I augueet a Budget Summation 

be prepared 88 or Jlovember f1ret. T!ll.nga 

v1ll be clear er by th en . 

F. D. R. 

COPY TO THE DIRECTOR OF THE BUDGET 

\ I f , . 
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TREASURY DEPARTMENT 
146 

INTEI't OFI"'CE COMMUNICAnON 

DATil Oc\o~r 1~, 1939 

Mr. Cochna 

!rho ! orllp ..,b•np MJ'Icet .,.. fairl.T qulot ~, &1 t.boqll the nl ... 

o! atvl!J>C tr-Uou.,.. -••r- ..,...._tor a a.~ 11ooloa. 

Storlloc roconro4 oc-ht.\ trca tho low of 3.96 ooto.l>l1obt.4 a\ ,..,._..._,, , 

cloao. In .&llohrcla otorl lDC.,.. quo\14 a\ ).9&.1/8 ..,, op- horo a\ 3· 97-3/8 
~14. Aftor roco4.1Qc \o 3·~1/2, the rato ad-14 toward tho olooo \o 3. 97-1/S 
at vbl cl> lonl tho _, roo4.l.lT o.l>oorh4 &.100,000 vblcb tho leU.,.al ...., ot 

Da=ll: bad 1notructo4 the 7a4oral ... orn ~ \o 1111 t or \11-. !be hNGb 

ft aAO 11114 Canadl.., 4oller &o'fo4 ll> J1711P&~ w1 th ohrlloc u4 all other COlrroDCieo 

w-er6 at~. 

lloport lDC li...U ll> :low Ton ..., tho 7adoral ... ....,. ~ nporto4 uho 

tota.Uoc r.lllio, 000, froa tho t oll...UC ICUI'CIII 

Comaercial CODCerDAe • • •••••••••• • ••• • •• • •••••••••• • •••• 1r 11,000 
7ort1cD \&Dta (Juzope aa4 Jar ._.t) ••• ••••• ••••• ••••••• lr 269, 000 
ltd . .... Jt. (lor»~) ••••••••••••• • ••••••• ••••••• lr 100,000 

total lo IillO, 000 

Purcbaooo of otorllDC MOU\14 \o r.IJ5S,OOO u ll>41ooto4 'balo"' 

11 ooamerc1&1 ooac.r.a••• •••••••• • •••··· · ·• • •••••••••••• lr 171,000 
Jy foreicn b&Dke (Jurope ADd Jar laat) • •• • ••••••••••••• lr 210,000 

total 1o 115a,ooo 

!ho ll...to aloo r oponad tbt.t the h1Uoll Ccatrol ~ ohrllDC -•1oc 
to U 2,COO at tho otflclal ra\o, 

!he IaUoaol ~ at :lalp11a ..., tho Iother~ :lull: ool4 &Dl4 \o u 'falu4 

at $775, 000 aa4 $1,000,000 r oopocU'fll.T, .m1cb - fi'OII their urMJ'Ico4 occouta. 

!ho J'otoral leoorn :lull: lato....t u tbt.t 7111tor4q tho- of JDclaad'• 

dDllar acco1mt .,.. co41to4 wl tl> . 11,000,000 rlpl'oo..,t 1DC a Jlllllllll\ troa tho 

hlUoh .AIIodc• to'- OtiiJI 'V• .u--. tho rooooa f or thh -\loa 1e ao\ 

Opporeat, it _, rala\o \o • &1\oraUoa ill the llrlUoll "''- JIIU'cb&l""- JlftCI­

(!ho rw l'orll: !1llee of Oc\o'llor 11 (pop ~1) reponed the\ loo4l.oc :lrlU* \o­

«>cpan1oo, wh1oh bad w1Uibol4 their owa :parcbuH of .&llorlooa \o-00 for -lT 

a 110ntb, nro ..., lniTlDC to-co ao pll.1'cballDC aceah for tho ec-41\7 CroUt 

eo,..,raUoa. !be l&Uar .,.. clwllll theoo DOIIJIU'loo oa opUoa utU l'al7 19111 

CONFIDENTIAL 
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00 oll <U.ch purdiN••· It h po oo1ble that tho Jritioh CO"P""hl, DO loacor 

,H4111G o!Dll&n f or l=ediato u oo, ue turD!Dc lholl' lev York balODCoo onr t o 

U.o !rltloh Oo• er=ent. ) 

iller• vore no oaca&e1Denh of sold for ohipooot t o thh coWit%'7 roporhd todq. 

nco Preoldoot J.lla:o Sproul o f the J'ecl.oral llooorn :Baolc of !lev York tolepboood 

.. al } o ' clock Pridq aft erDOoD. l!o otatad that for 10110 t1.111 put bla baclc had 

tea: ~rlac out cold o-&~~anto al>roa4 aa reported b7 liov Yorlc baclc,a. !hio 
l~or..atioD vaa t;1Yen to the preaa aa a neva u .. &Zl4 did DOt co•v central b&Dk 

tl:lp<Mh to tho focl.erlll lleaorn Jo.olc. Loot tho cinac out of thh 1n!orutioa 
:lt.l>l poadbl)' l ead to como ... barrenmeot thr0\14b por111tt1ac t ho 1cl.oot1ficot1oo 

of .,11ela thnt voulcl. be cereyiQC thh gold, tho J'ecl.oral llooo"o :B&Dlc of Bov York 

ua decllad to 00110unco oo Moadq next t hat ouch cl.nta vill DD loacor be ginn out 

bT \bel:>. Kr. Sproul thoudlt th h voulcl. be 111 t ho op1r1\ of t ho t illoo. I aalcod 
Kr. ~roul, in tbia connectioD , if ho bad also conalde.recl the queation of whether 

tl:o oractlce obould be contl.mlod of Cirtac out WorcaUon vitb roopoct to colt 
ur1Tiz:lc 1.n New York, ainee t he p&bl1cat1on ot ah1pa' c&nifeata baa nov been 

1\.0~J:~ed.. He said. that it vaa t helz pl'&e:tice to C1Te out thia 1Atorut1on, co•er1DC 
all cold illlporto, at }t30 each cl.a)', ancl. then to ~USMho onco a wale, l!o po inted 

'"' that the in!orution vblch 1o raloaood in thio faohicn cl.ceo not incl ude tho 
r.u:e of th.e ship nor the eoneipee. Be atatec1 that t hi1 material 11 r·elea.eed 'b7 
tho DopUtt:eot of Co""erce, v i th a lac o! about ono veelc, and h alao pubHohocl. 

~r lha 1ecl.oral a ... ". :Boarcl.. lo con!inlecl. OfT opilllon t hat hlo roloaaeo ..... 
\b ttrd onea atter the ahipcc\a ur1Te4. I baTe ctTan the torecoiD& intorca\1on 

c.o J.:eaan . l'ole,y , Vb1te an4 Bernate1D. Ye haTe d.iacuaae4 brietl7 the ten.eral 
euut1on or tbe reloaae of gold atatlatiea. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

INTER OFI"ICE COMMUNICATION 

OATI Ootobor 14, 19}9 

10 Secrotarr Worcont~u 

11r. CochraA 

Cob1ocro.a 1622, 4atK I••CII•t 17, 19}9, allll. a44roooK t o tho .Yorie&ll 

ll:lbo117 lo Par11, io roprd to tho opeoioc b7 t.ho Sooioto Gonora.lo ot a 

'brt:AC-h 1o Jew York., arr1•ed in Parle while I •• there thia nliiMr. lhan 

1 coiled at tho Soc lito Goooralo to "'7 &<>odb;re , llr. l.rdaDt, th.o Goooral 

~~&oacer, aod llr. C~donot, t.ho -,.r In ~p ot toretcu buoillooo, told 

.. of their plano with roopeot to ootab11oh1nc a Iow York braoch. It •• 

planned at thot HliMI to han Wr. Ohadonot aall for tha UD1to4 Statoo oo 

septcber a:> to aUood to tho nootoaar7 tor•lltioo. I All4••orK to 

corroct tbolr Ulldorotan41nc ot tho tor..UUoo illo14oot to tho or•Uoll at 
~belr br..acb. I let th• know that .. would welcaM their r.preeea.tath·ee 

moever th07 1111&1>-t oall 1n 'llt.ohlncton and would be clad to put t- 1n 

touch with tho other acoocleo at the OoTOrllllOilt which aicl>t bo lntorootod 

In lmo..toc of their h&llld.nc act1Y1Uoo ia tb1o eountr7. !be prooont cab1o­

;;ru porhapo eontirmo tho report whl.oh I roooiYK ao• 4&7• aco that Chadtnot 

-oill.i cot be able to 1 .. .,, h&Dce at thie tiM. ud conYe~ tbt 1Atorat10A 

oblcb Cbadooot pr•o-b1;r wollld haTe clnn to uo 11' ho had cal1o4 peroouU:r. 

It h my uodtrotan41nc that llO acHoo 1o noooooar:r iD tho proalooo. 
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TELEfJRI.l! SENT 

CJ GRAY 

August 171 19~9 

AMEME."~SY 

P/.RIS (FRJ.NCE) 

622. 

PilON TJE TR:::i.SURY 

Your 1504, Augu•• 17, 2 p . m. 

'•'!lc Treasury docs not desirE t o mel« uny commEnt on 

th< proposal of Societe GEntro1E , II\ ol.m11o.r CI>SES 

rrprEo t nto.tivEs of proposEd bOnk hov£ co.11<d upon thE 

TrEasury, t he SecuritiEs Exchongt Commission and othEr 

cgtnc1co o.s o mattEr of courtesy. 

E.l.cFL:EB 

WElLES 
i.oti ng 

(!IF) 

--------~--------
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Por i a 1216 PI' l2 1939 

r ..... chran• "'reasury Departztent 

Ponnit "" to info"" you th.et we are pl.aciJ'lll betore Superintendent 

··•" Yor~ .. uh epproval French aut hor ities roquest which will l:e ex-

••iMd 19 inot a.nt bl· l!ankil'll! Board in order to obta.in authorization 

'·' """'te on aaoncy ot our coo:.pa.ny in New York . This demand opening 

s ~n·1 !'ew York to pondt to tJ.nanoe and tuilitote ell e"""""rciol 

.,er:1t.io~ with United f~tes , to open c redita eorntapondent.a, to 

.,,.., 'he !'oat ooooible executiM French purchases in A::erlca, to 

<olla>r oloroly Al!>eric&."' econO<llic situation, to ..Sviao on ~· subject 

ex o:cial ond capi tali•t cl1entale and to nomall.~o capitol ::oveoenta . 

OIJO !avorablo reception J;. ,, York authorHioa . !'est and very ral t hful 

re ·erda . 

•rdnnt Oonoral Director Socie te r;enerale 

'!'r•nolatod by D. ll . lheeler, 
Dlviaion of l'onotary Research, 
~ctober 13, 19)9 . 
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TO 

TREASURY DEPARTMENT 

INTER OF'FIC£ COMMUHICA~ON 

Secretary Morgenthau 

Mr. Ha~ 

:s1 

~ 
October 16, 1939. 

WPA employment i ncreased b1 ~5,000 persona, or f rom 
1,7U,OOO smployn during the week ended Septe•ber 27, 1939 t o 
l,8JJ, OOO employee during t he week ended October ~. 1939, ae ia 
ahown on the attached tablee and chart. 

Attaehlllente. 
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WOIUS PROORESS ADNIIIISTRATIO!I 
Na-ber ot Workers z.p1o7ed Weekl7 

United Stat .. 

• ['2 
- " 

'Jeel< ending 
1939 

llu•ber ot Workers 

February ~ 
February 11 
February 111 
February 25 

!larch 4 
~arch 11 
March 111 
llarch 25 

April 1 
April 5 
April 12 
April 19 
April 26 

June 
June 
June 
June 

July 5 
July 12 
July 19. 
July 26 

August 2 : 
August 9 
Augus t 16 
AUctUat 23 
Auguet ;JO 

September 6 
September 13 
September 20 
September 27 

Oct ober 4 

Source: Works Progress Admln1 strat1on. 

(In thoueanda) 
2,966 
2,966 
3 ,011 
3.o43 

3.032 
3.009 
3,015 
3 .009 

2,9110 
2,906 
2,761 
2, 752 
2,751 

2.13~ 
2,660 
2,622 
2,609 
2,5911 

2,594 
2,590 
2,5711 
2,551 

2,31111 
2 , 290 
2,250 
2,200 

2,01!1 
2,053 
1,976 
1,1196 
1,111n 

1,661 
1,694 
1,733 
1,71111 

1,1133 
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WORX.8 PROGRESS ADIUIIISTRATION 
Nuaber ot Workers laployed - Uontbly 

Ul\1 ted States 
:c:3 
-~ 

Number or Workers 
1936 

June · 
July 
August 
Septe11ber 
October 
No•e11ber 
Dece10ber 

1937 
January 
February 
March 
April 
May 
June 
July 
August 
Septe10ber 
October 
NoYeJiber 
Dece~nber 

1938 
January 
February 
!larch 
April 
l!ay 
J une 
July 
August 
September 
October 
!io•eaber 
Dece11ber 

1939 
J snuary 
February 
March 
Apr il 
!lay 
June 
July 
Augus t 
Septeaber 

Souree: Works Progree a Adll1n1atrat1on. 

(In thoueande) 
2,256 
2 . 2119 
2,377 
2,llt2 
2. 581 
2,llt3 
2,192 

2, 138 
2,1~6 
2,115 
2, 070 
1,999 
1,821 
1,569 
1,~0 
1,11?1 
1,476 
1,520 
1,629 

1,901 
2,075 
2,395 
2. 1)82 
2,678 
2,767 
3,053 
3,153 
J,219 
3.346 
3,319 
,,094 

2,986 
3,o43 
3.009 
2, 751 
2, 598 
2,551 
2,200 
1,841 
1,788 

Monthly tlgurea are weekly r1gurea for the lateet 
week or the month. 

They include eert1r1ed and noneert1f1ed workera. 
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TO 

SubJect: 

TREASURY DEPARTMENT 

INTER OFP1CE COMMUNICATION CONrJDENTIAL 

DAn Oo ;o ber 16, 1939 

Secre;~rgentbau 

Kr. Ha 

The Bu~ neaa 8i tuation, 
Week ending October 14, 1939 · 

summary 

(1) The change in war newa laat wee£, pointing t r,wp.rd a 
conunued and intena11'ied war rather than a 110vement 1n the 
eli rec tlon ot peace, while aupertieiall:r bulliah, baa bad 
!lttle etteot on atook and oommodit:r marketo , Thla auggeete 
thnt caution and akeptioiem are replacing the earlier war­
prosperity optimiam, probabl:r 1n part beeauoe ot 1noreae1ng 
oon~ern over t he poaa1b111t y ot an inventor:r oongeetion, and 
because of reduced 1'a1th 1n heav:r war ordere, 

( 2) A decline in the price trend or eena1tive oommodltiea 
has been under wa:r tor a month, following the abarp upturn in 
early September. Individual oommod1 t1ee ahow widely divergent 
trends . Industrial mater1ale, except tin, have been well 
eusta1ned by a strong induatrial demand, The severe drought 
ln the mid-Weat remains a potential bull1ah taotor tor 
agricultural prloea. 

(3) An unuoually sharp upturn 1n machine tool orders 1n 
Septe~ber, on top ot a high volume in earlier monthe, baa 
round the oapaoity ot t he industry inadequate. Tb1e ma:r pro­
vide eome restraint on industrial eXPenaion. 

(4) Our new orders index last week wae supported b:r a 
r1e!ng trend ot aieeellaneoue ordero, ottsett1ng a alight 
rurthe r decline 1n ateel orders. Department atore ealee have 
increased sharpl:r during the peat two weete, apparentl:r re­
flecting inoreaeed payroll&. Heavy private conetruotion 
awarde han gained markedl:r. 

The general a1 tuation 

The nawe troll Eu.rope at the end ot last week appeared to 
turn 1n the direction ot continued and in teneitied war. On 
the eurtaoe, thia would aeem a bulliah development . The 
reaponee ot the market& to the newa , however, wao very alight, 
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secretary Korgenth&u - 2 

1!ld1cating rather clearlr tbat an attitude or *•Ptici .. and 
caution baa replaced the tor.er buorant opt1ai... A weaken-
ing or oo111110d1 tr pricee reoentlr, and tbe failure or a took 
prtcea to respond to the atronglr riaing bueineee trend ainoe 
a1d-Septeaber, h&Ye contributed to aore oautioue buring polioiea 
i n the apeoulat1n aarkete aa well aa 1n trade .,d induatr)". 

Soae oonoern oYer tbe inyentor)" situation baa alao been a 
rector. Varioue bueineea ooaaentatore baYe called attention 
recently to the danger or an in.,entor)" oongeation resulting 
r ro:a wal'-aoare bUJing, and to the illprobab1litr or aD1 nearbr 
hea'fY increase in war ordare troa Europa, e"en though the 
embargo 11 remo.,ad, unlen hoatilit1u should beooae auoh 
more Intense. These haYe doubtleaa attected in eoae degree 
the current trend or bueineae thinking. 

The Aaerican Ketal Market, tor eXAJIPle, oalla attention 
ed1 toriall7 to the fact that at eel burare are disregarding 
the waminge or 1n<luatria1 leader a and finanoial houe .. , and 
are pi l ing up in.,entoriea. "How they will diapoae ot them in 
the r aoe or the inoreaaing rate of produc t ion remaina to be 
aeen, • I&Je the editor of th1a publication. 

An aoowaulat1on or forward ordera ie noted by the Iron 
Age in ita current chart or buying trende .. ong aetal-working 
!1~• in Detroit, which ie baaed on a broad eeriea or data 
auppl ied by the Purch&eing Agent• Aeeoo1at ion of that city. 
The chart in41oatee that about 35 p4!r cent ot the bUJ1ng dur­
ing September ooYered requirement& 6 aonthe in adYance. Th11 
comparee with an aYerage oYer the paat year or about 6 per 
cent, and with a peak or about 20 per cent reached in December 
1936. Buying for 3 montha i n adYanoe iooraaaed to about 35 per 
oent or the total , which coaparee with an awrage or about 20 
per cent during the earlier aon~he or the rear. 

Moody's InYeatore SarYice oonoludea from an analraia ot 
war-order proapecte that repeal ot the erma embargo ie not 
l lielr t o produce anr l .arge and ea.rlr export cpportunit1u tor 
klerican aanutacturera of war aahr1al• now eabargoed, except 
tor alrplanu. A1rplan88, howenr , being highl.J fabricated 
produota , require relati.,ely email quantitiea of baeio aateri­
ale, and their production would therefore baYe relatiYelJ little 
artect in raiaing tha general leYel or induatrial pro<luotion. 
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Seoretarr Morgenthau - 3 

The ateel situation 

The rate ot eteel aotiT1ty laat week roee leu rapidly, 

inoreaelng 1.1 pointe to 88.6 per oent ot capaoity. While 

tbi l waa a amaller inoreaee than aanr had expeoted, the laet 
te• pointe i n oapaoitr aa the induatry approaohea ito prao­
ueal 11lli t are alware hardeat to achieTe. ao .. enti re d1e­

tr1ote are now operating at or near 100 per oent. The Detroit 

d1etr1ot ie at tull oapaoity, the Buttalo dlatriot at 96 per 

cent , and the Youngetown diatriot at 93 per oent. Some unite 

1n the t in plate induatry are producing aboTe their theoreti­
cal oapaclty; to •eat the heaTieet tin plate de -.and probably 
ever experienced at thia .,aeon. 

A congestion aee .. to be deTeloping in the machine tool 

1nduotry, which •&J otter aoae reatraint to 1nduetr1al expan­
sion. Orders tor maoh1ne tool a in recent monthe (see Chart 1) 

hsve been muoh aboTt their ueual l eTel in relation t o lni!ile­

trlal production, and not auoh below their 1937 peat. During 

the rirat two weell:a ot Beptaaber (not ahown on the chart ) 
domeetio ordera t or Jlaobine toole are reported to have been 

double the volU!Ie tor the entire month ot Auguat, and a recent 

suner indloatea that tor Septeaber aa a whole, the total will 

exceed that ot &n7 other 80nth on record. 

·_s7 

The heavr increase in ordere baa intenaU'ied a growi.ng 
strain on the oapaoity ot the induetry. It ie reported that 
dellnriea on large preoieion l notruaente, tor e:l&JIP].e , which 

earlier in the rear could be obta.inad within tiTe or elx •onthe, 

cannot now be aeoured before 12 montho ae a rule. Foreign 
orders, ohietlr t ro• England and rranoe, han inoreued mate­
rially in the pad aonth, but th1e bu alneu hal been largely 

eidetraoted in taTor ot doaeetio oueto•ere. Order• tro• the 
Amy and HaTJ, and the airoratt industry, baTe been bea1'7 • 
Other manutaoturere have become alarmed oTer the dellnry 
situati on and haTe haetened to plaoe their ordere, thue in­

tensif ying the oongeetion. 

Inoreaaing railroad earning• 

The large TOlWie ot treigbt oar ordera recently placed 

by the rallroada baa not been due aolely to a tuddenly­
threatened ehortage, but retleota an improTing trend ot oar­
loadinge and railroad earninga oTar a period ot eeveral monthe. 

Gro u operating reTenuee ani nat operating lnoome ot 1~1 
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Clan 1 railroad• in Auguat ( eee Chart 2) were the highest 
d th one exoept1on, a1nce Ootober 1937. August aarlted the' 

tenth coneeoutive DOnth that these tiguree have exoeeded tboee 

of the corresponding month in the previoue year. Railroad 
eernlnge during the summer and fall have risen more rapidly 

tb&ll tbs ueual aeaeonal upturn, and data now becoming ava11-
able indicate that earninge 1n September lhowed an extra­
ordinary rate or 1noreaee. 

Sensitive prioe trende 

While eensitive commodity prices in general have declined 
gradually einoe the b1gb1 reached in September, the pr1oe 
t renda tor individual oommoditiee during this period have been 

strongly divergent. In Chart 3 we ebow, tor eelected ooaod1 ties 
traded in the r uturee markets, (1) the peroentage gaine tro• 

Auguat 31 to the high reached in September, (2) the percentage 
decl i nes !rom the Septe•ber higha to the quotation• on October 11, 

and (3) t he onr-all ga1ne !rom Auguet 31 through October 11. 

The decline in varioua agricultural prioee, despite iteme 

of bull i sh news which include a sever e drought over moat or the 
l!1eai u1ppi and Ohio valleya and a balt-•1111on bale reduction 

tn the cot ton crop, repreeente a reaction !rom t he over­
di scounting or war newe early in September. In the longer tere 
outlook t he drought threat remaina a potential bullieh ! actor. 

Tbe drought in 1936, which ra1eed prices or agricultural oom­
~oditl e s sharply during the eecond halt or that year, was a oon­
trlbuting taotor to the epeoulative prioe upturn in ear l y 1937· 

The a t tached map fro• the Department ot Agriculture, showing 
paet'ure condi tiona throughout the United Statee on October 1 , 

orovidas the best available oioture ot tbs looetion of the 
iext reme drought" areas, and- of the widespread ' eevere drought' 

are en 

Prices or 1nduatr1al raw material• have been generally well 
sustained in recent weeks, owing to the continued heavy indus­

t rial demand. A notably exceotion hal been tin, which 11 the 

only OO"""'dity in Chart i that wu lower on October 11 than on 
August 31. The deolinea explained by tour successive 1ncreaaee 

in u port quotae tor the third quarter recentl:r .. de by the 
International Tin committee, and by the t aot that tin pr1oee at 

~ew York bad p reTioualy riaen to an exoeesive d1epar1ty above 

the ott1o1ally-regulated pr1oe 1n London. 
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our index of apot prioee of eenaitiYt induatri&l aateriale 

(aae Cbsrt 4) baa flattened out onr the paet thr .. weeke, but 

the continued high lenl. of induetrial de-.ud baa preYented &111 

acpreois.ble deoline. In the f all of 19)8 and in the tirat bal.t 

of 1939, 11kew1ee, the high l enl of induet r ial aot1Yi t 7 

1 trong1y euetained price • of induetri&l aaterl&le while the BL8 

all-ccmod1t1ee index declined eteadllJ to new lowe, 

Pretture to ra1ee price• ot f lnilhed goode 

'!'he lne~rea.eed coete ot induetrial raw aaterl&le are 
expected ehortlJ to force fUrther inoreaeu in the prioe e of 

var1oue f1niehed goode, deepite announced efforte ot induetrial 

leader• to hold down prioee of their produGta and relJ on 

increaaed ve~lwae for profite. ReeiatanGe to priGe adYanGtt on 

finiebed goGdt hae been baaed partlJ on fear Gt eubeequent 
demande tor wage 1ne~reaeee, leading to a rieing epiral Gf Goete, 

and pertly on fear Gt GoYtrnaent opposition. In the eteel indue­

try, pressure ie 1101t ll&rktd tor a general price adY&nce, with the 

u. s. Steel CGrpGration rePGrted to baYe been holding out tor a 

continuance ot the old priGe leYtl despite varioue inoreaeee made 

by independent& on prioe e Gt 1nd1Yidual produe~te. 

An innat1Gn epiral •&J dnelop, ae during the World lar, 

if increased raw aaterial prioee lead tG increaeed priGea tor 

finished goGdl and to 1nGrtaaed wagee , which in turn woul.d reeul.t 

in an 1noreaeed demand tor commodities and Mother o:role ot in­

creeeed priGte. In 19)7, euoh a GJol.e wae brought to a halt when 

the prioee ot manufactured goode were raieed eo tar (due to t .he 

apeoulnt1ve price boom Md exceeeive wage demande) that the 

'offtake' by coneumere wae curtailed. Thie likewiee wae an 
l!lportant tactor in halting the World War inflation. 

Current bue1n111 new• 

Tbe tor the weak ended October 7 
showed a ot • 6 point to 102. 7, tbe highlet 

since the ot 1937. Principal ga1ne recorded 
were 1n automobil.e and eteel. produotion and cotton aill activitJ. 

Luaber production, electric power production, and 'all other• 

earloadinge were down alightly. 

The ad,lueted index ot automobile iroduot1on will ehow a 
aubetantial decline during tbi week en ad October 14, owing 
to a drop in output due to labor trouble, at a tiae when the 
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uaeonal trend ia atrongl:r upward. Thia baa reduoed the 
chrysler output tor the week to 10,025 unite, Yeraue tbe 
pred oue 24,925 uni ta, while production at the plante of 
other =aJor produoera continued to adYanoa. 

:co 

Our we ekl:r index of new order• (eee Ohart 5) haa reoentl:r 
been supported by a rieing Yolume of ordere tor product• other 
tban steel and text1lea, wh1oh baa prennted an:r appreciable 
rurther decline 1n the index daapite a falling ott in eteel 
o~ers. 

Deoertment atora aalea rou aherpl:r during tbe laat week 
or September and tiret week of October, apparently retleoting 
a rising trend of payrolls. Data from reporting atoree in 
early September showed no eppraoiable etteot ot •war eoare• 
buying, auoh ae waa· renscted in heaYJ ealee ot ataple food 
prcduete by grocer:r stores. 

The general 1mproyement in bueineee aot1vit:r hae brought 
a sharp inoreaae in ~rivate heayx oonatruction awarde. Private 
awards reported b:r t e lng1neer1ng Newa Record tor the week 
erded October 12 exceeded public awarde t or the tlrat time 
ainee April 14, 1938, due t o an increased YOluae or industrial 
and coDillleroial building, and tbe $38,541,000 value waa 168 per 
cent higher then 1n the aame week or the previous :rear. Total 
swards, at $70,643,000 , were 44 per cent higher than in 1938. 
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PASTURE CONDITION. OCTOBER I. 193Y ' 

80 andover 0 Good 10 excel/enl 

65 10 80 ~Poor 10 f•.r 
SO to 65 I88S Very poor 
J S to SO g Severo droughl 
Under 35 - £x1rem• droughl 

U S 0£f'~)II III {Nl 01 • Gifi(UUU RL 

•AS llEPORTED BY 
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TREASURY D EPARTMENT 

I iJ-
.. ~11 :£7 

INTER OFFtCE COMMUNICATION 

OATR October 16, 19}9 

ro Secret.arr Worgenthau 

,.Ao~ Kr. Cochran 

'!he !ollowin& 1o a brief .,......,., of tho arraJl&O•ont with Brasil which 
1t no• operatla.&• 

Un<ior elate of Julr 15, 19}7, the Secretarr of tho fraatnry agoeci with 
t:tt IUnhttr of finance of Brasil: 

( 1) 7or tho Ul>iteci Stat .. to tOll COlci to llrad1 at IIUCh 
tt.ee and. in a'OCh eaoun\1 •• the Brad.ltu Oo••nment 
M:t requeat, u;p t-o a total of S6o,OCX>,OOO, on or 'b.,_ 
foro July 15, 191!2, (Oo October 5 , 19}9 . tho !reoa=r 
t o14 $},000,000 of co14, tho flrot W>clar thio ageo­
cent . to be held. under eN"-.rlt with the 164eral ReaerTe 
Bank ot Be• York, aa tiecel e,cent of tht thlittd St.atea, 
tor the Bank of Brs&1l, aa flecal acent ot the Go9ern­
cent of Brazil), 

( 2) Jor tho United Stateo to make ciollar ·~ a•ai1-
able to the Government of Brasll tor the purpoae of pro­
moUn& eJ:CilaD6e equilibrl\111, lith thio In minci, the 
Secretary of tho !re&tm'Y hat unciorttJcon to ll&kt cioll&re 
a•ailablo to Brasi l as&intt tho purohato of allrelt by 
tho !reatury, the m1lre1o to be c1opoo1tec1 with tho Bank 
of Brasil, In tho na010 of the 7oc1trs1 Rooorn Bank ot 
Jew York at fiscal acent of tho Vn1toc1 Stat•• · '!ho COD­
tract proYiciot that sw:h ailroio at ..,.. oo14 t o the 
!raaoury 'IUidar thio arrao&eDODt oh&ll bo ropurchaood. by 
tbe B&nk of :sr...s-11, acttcc for the OoYe·naent of B:ras1l, 
at the a&Ee rate at wbieb the1 are eold to the treasury. 
At eollatenl for the carr-)'1Dc oa.t of thh tr&Da&eUOll, 
ouftlc ient COld. 1o takoD frOOI thO --.rkod. &CCOUDt wi th 
the 7ecioul R .. orYO Bank a t llow York alld oovep~ed.. 
!he 'Brasiliu.a are ebarce4 iottrte\ 'QSH)t:t tbt dollar uoUDt 
inYol•e4 in the purcb&•• of •1lrtle at a rate }Mr annum 
1/2 of 1~ abo•• the •••race of t ho red.oral Rooerre Bank 
ot lJe• York• • re41 ecount rate 4ur1DC the •ontb UDed..latel7 
prece4iAC· · The Brasili&DI ha•• not ret &Tailed theaaelTel 
of thit priYile,e of tollins tho fr .. tury a11roia. 

Under date ot september 2 , 1938, we ac1••4 to an amendaeot of the abo..-e 
~•orlbtci acreoment, wberebr tho reciorol RotOrYO Bank ao t loe&1 a«<ilt of the 
U.ltoci Stateo It propare4 to r eceln 10u out to it tro• abroa4 b1 Brasil alld 
t o hold. tho ouo uncler .......-k an4 4aa1 thorowi th at pro•lcleci ln tho arr-
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_, ot .llllt 15, 1937• 'O'IoUr ·Ud• &41 1 tal anuc '• .... IWenl .. _ 
Joak oa Ootol>er 13 ..-ift& •' -- $767,000 et pU *lo-u w 
obiJIP04 troa Joc)M4, 

• 
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TREASURY DEPARTMENT :cs 
INTER OFI'tCE COMMUNICATION 

DAn October 16, 1939, 

TO 

r ftOM Mr. Coohru 

h forelp •xcb•np aarket ,.. quiet with c;rNtQ- red:w:::ed Tol w.t aa COII]arl4 

1> tht l&at lUll dq IOOtlol> Oil J'rldq, 

'!'he sterlioc nte reco,.orod to 3· 99-3fll 11> Amotordaa froa tho clooo hero on 

Satll1'da1 of 3. 97 . ln tho Wov York IIIAl"kot tho rate opall04 at 4,00..1/4, and 11> tho 

ta:l1 col'llll>& !Urthor otraocthoao4 to tho hilhoot rato of the da,y at 4, 01-l/11. 

fbo Yov York banko roporto4 that tho aarbt 414 DOt ohow all¥ particu.lar ll>toroot 11> 

oterl~ th!o .. rniDC, aD4 that the:Y ha4 DOt recdn4 all¥ or4oro for uocutlon 11> 

thot curr•llC:Y• ln oadeaYoriDC to 4otol"&lno the ra&aoa for tho hilhor quotation 11> 

.l.oaterdam M4 !low York, 1t could be cooclu4a4 that on J'rlda,y the rah hall b .. n 

~ked dovo 4raoticall;y, due to ooll1DC or4ero in tho late afternoon, &Dd that tho 

roeeYery w o attributable aot to all¥ partloular b"J'in& abroa4, but aorol:r to tho 

ohence of additional oolliDC or4ero, 'lho ohrliDC rate aaoo4 off after the oarl:r 

"'roloc hlsh &Dd 4acl1ao4 otaa4U:r clurin& the da,y to clooo at 3.99-lfll , 

\'he '!'roneh fraoc aloo roco.,ered froCI 2.~1/4 at tho clooo on Saturda,r to 

l . 26-3/4. 

'l'be re::sainin.c important continental cu.rrenciot vor·e ete&4. 

~rttoc bo.okto 11> Wov York aD4 the fa4oral Rooor.,. Bank roportod aaloo 

t>~lq ~355 , 000, !roo tho followinc oourcoo1 

Co:nmerc1Al cone erne •••••• • •••• •• •• •••••••..• . .••.• • •• • • • • 
rorolgr> banko (Europe, f ar kot aa4 South horioa) ....... 

f otal 

I. 119,000 
I. 2}6,000 

I. 355,000 

l'llr<heooo of otorliDC aaountod to l.llo9,000 aa ll>dicatod bolo•• 

By ecmmerclal concern•••• • •·••• • •••••••··· ······ ·· ···••• • ' 125 ,000 
Br torel.p b&nlca (Ju.rope u4 7a:r laat) ......... . . ........ " 264 , 000 

fo tal I. llo9. 000 

Tho banlr:o aloe reported that t ha Brltloh Contzol plrchlloed otorllDC a..WltlDC 

•• ' 95,000 llt tho official rate. 

\'he National Bank of Bol&iua ~md tho llotherlOD4a Bank oold sold to uo .,olllod 

at $1 ,03;,000 &Ad $1, 500,000, r·•~eet1Yel.7, r,eleNe4 tro• their earmarked aeeounte. 

CONFIDENTIAL 
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l'ho tollov1ac colA oh1~ah _.. report.t troa Jiacbn•• 

*714,000 to Jlaaqu Jlelp pciiU' 1 1&t.._ 
• ~,000 \o Jlaaltero !rl>ot Co-
il , 000 

270 

Mr. Z:Uborlruhlor, vho 1o oubaU\utiDC for t he J 1.,..,.,1el Couaaalor o! t ho 
.~r,eAIIM llol>aaat, eel1M \o~, Und.r 1Ditl'\10t1ono troa hh Oo.-........ t, ho 1a 
otu41111« raw uhriel prlcoo, &114 parUc:ular17 tll\uraa, 1 1ntroduco4 hill \o 
Xf, lui· 

Mr. p1noaat, J1D8DC1el Couaoe1or of \ha Jlr1Uoh -aaq, caa Ia at 4 o ' eloat. 
5o I•U .. that hia pocplo wore iatoroot.t 1A llnulan puehaaoa Ia tho Ua.Uo4 S\ataa, 
parueW.arlt thou thAt alii>\ eoaca1nl>lt 'bo for O.rua oecout, ll1dl aa an or4ar 
Cich ho u 4oro\&114a hu roeon\1.7 liMa placo4 f or ou a1U ion poua4a o! aoltl>-. 
:;. 11 lonoU&at iDC \1111 . h ~eh llr. Oo'bo...,., ot 1na Jloat of llacl.U.. to 

&nln haro troa Cana4& ...n •-·~· 
Mr. NcliUrlcll:, """ tOikeo offleo ao Proo14oat of tho Jill oa Jazaa.rr 1 , 19110, 

called to~ on4 vu proaanh4 t o tho Socrotll'T• 

( 

CONFIDENTIA 
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OGtober 16, 19~9 

COGhran'l memo ot th11 date 11 t11ed 1n general d1&r7 

a1 1t report1 a meeting 1n the seoretary 11 ott1oe with 

Mr. WoK1ttr1ok, 8[8, and 11 not one ot Ooohran'• da117 

reporte. 

: 71 
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CID5Il«l ~-

111· 

~ Loaport.h Pll'l-or aa4 O.r IO>a¥7aa llol.a 

rr•• bor4or ~o bor4u- &1111 ocaat t o oout, 

ti.Doholl ooe.rohoo tor .,rc_ h&ll•o p.n. 

Call ou:t the .-n p.ri., C&ll tho ariaool 

1 UD1al, O&J• 'llaltor, aia' t what U oo ... 

Hunt OYir J1 ebk111 • Leak &1 Hycle park • 

Don't lot tl>&t 04-kplooa hillo 1a tho clarl<. 

rlaohl 1\UOUO lfor&Oilth&lll \1lltor ' o qllite rt.oho 

Ho'o ote.rtiD& too oe.rly to cook up rq llalh. 

111• poud 1a oWl tal'"••• Lo114nn 1o un•nc. 

I ha••' t •ob u .. tor 4o..- 'llalter•o b,..liac• 

I 'a bah. I 'a ba&rt7• You can toll tlat llll&r'¥& 

'l!lot it'o cold. n'ro bo&rJiail DOt tbi o Jl&riJo 

:72 
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October lG, 1939 , 

Ft• onoh purchaaea 1n tho United States , 

Slnoo Oc t ober 9 , tho F.·ench Mr Col01111e s1ollol hall& placed t o 

unto tho f ollowing orders , aubjoot to a oont1n8ant olauao 1n oaae 

t ho otlbarso en arms should not bo l.l!'tfl<l: 

l) o ContraetG aiglodt 

llortl• ,..,.,rlCtUlt 200 planes ·~odel D'l'9 , aamo as pro-war 
order , and 40 sparo onoinea •• • ••• • • • • ••••• • • c 5, 501, 473. 20 

LoUJloas 170 planes DB7 and spars parts , ,, , ,, •• ,. 15, 038, 305, 00 

Un lto<l Alr cl'afts GOO ar.;;1noa nnu GOO propellers,.. 7 ,5 ~1,000,00 
(option lif ted on s pravlous oontrnot) 

I ndian !lotorcycle co . : 5000 motorcyoloa.,.. . . .. .. 2, 409 , 750, 00 

2) , 

DcN()l&at 

Cont racts to be signed: 
p £ :;'* .... .J.J o~-WJI.' ~ ·~-

100 planes 1t-ii!6J subJect to tleo1a1on 
or u.s . Armf•··· ··· ··· 

t.r~tt 4 55 motor s double speed ••• •••• •• • • • • ••• 

_____ , 
• 

Price not yet 
settled • 

• 
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Hello. 

Operator: Chairman £cclea . Go ahead. 

1!!-!Jr: Hello , l·!arr iner . 

:~arrlncr 
Eccles: Good corni ng, Henry. 

~:!Jr: How are you? 

October 16, 1939 
11:30 . . ... 

:73 

£: I'm tine. I -- that matter you t alked to oe about laet 
We~~esday, you reoe~ber? 

!!::Jr : Oh, New York account? 

E: That's right . 

;o.:Jr: Yeah. 

E: I told you that I ' d be prepared to discuss the mat ter 
wlth you and-- I hope in a dny or ao. 

I!!·!Jr: Yeah. 

S: 

~:Jr: 

E: 

H~!Jr: 

E: 

:C!Jr: . 

Now I - - I am 
tew minutes . 
conveni ence . 

all prepared; I onn do it in 
I' d like to do it personally 
I t ••.•.• 

a ver y 
at your 

Well , are you co~ng - - are you coming over her e any 
t i me? I oean, I 've got • ••... 

\/ell I will - - I vl l l -- I CD.Il cooe over any tloe. 

\/ell, here ' s the point. How about -- how ab~ut three 
o ' clock Tuesday! Is that a good time? 

Tuesday? 

Three o 'olook. 

Yell t hat' s t ine. I was j ust wondering i t you woul~'t 
l1l<e t o get it orr or t he -- or r your cal endar t odaJ , 

Well, t he t rouble 1& I can ' t . 
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£: I eee . 

!l}!Jr: I 1m all -- I ' m all sewed up. 

E: I eee. Well, o.x. Anytime that ••••.• 

HMJr: I ' m all sewed up and I -- I haven't had a ohanoe to 
t1nd out Vhat ' s gone on here. 

£: Well, tb1e -- I don' t think 1 t would make any d11'­
terenoe what's happened there beoauee ¥hat I've 
got here , 1 t lo"On 1 t upset an,;rthing you want to do 1n 
any oaee. 

!11'-Ir: 

E: 

!ll:Jr: 

E: 

HHJr: 

E: 

Hl!Jr: 

!:: 

Hl'.Ir: 

E: 

Hl!Jr: 

~--· 
!!l!J r: 

E: 

Well, I -- Vhat --what •• •.. 

It ...•.. 

What t 1me do you go to the ott1oe 1n the morning! 

I can go anytime t hat ' s nooeesary. I •••••. 

\'tell • . .•. 

It Juot depends on -- when the market was open I got 
down hero a t 8:)0 for a while , but I don't usually 
do that . 

What I ' m getting a t - I have etatt at 9: )0; would you 
oare to drOp 1n at 9:15 t omorro"' 

I -- tine. I ' ll do that; be glad to. 

How ' e that? 

I think that's a little b1t better beoauee I -- I'd 
lUe to glve you t hie and I can do 1t in a ver y 
few minut es. 

Right. 

And it un•t an;rtb1ng t hat would UPIIt any arrange­
ment you want to make . 

All right. Well , let ' s say at 9:15 tomorrow morning. 

Yeah. o . X. , t1ne. I'll -- I ' ll see you at that time. 
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• 
w..:Jr: 

E: 

;mJr: 

E: 

!iJ.IJr: 

::: 
r:~Jr: 

~= 

!C~Jr: 

E: 

l!!~Jr : 

E: 

~Jr: 

!) : 

E: : 

c 

- 3 -

Now, I ' m calling you a t 2:30 ••••.• 

Dan called me and said t hat you-- t hat t hat's Just 
prior to the announcement . 

That ' s right . 

Now, do -- have you made up your mind on t hat or is 
it a question ot -- ot •..... 

Well , I'm recommending it to the President to go 
ahead. 

On -- on the basis of the one -- one percent. 

One percent tor twenty-tour and a halt months. 

There ' s only-- t he only question I had at all 
vas whether it ought to be asvsn-eightha. I cean, 
t hat ' s --it's Just a question of whether you ••••• 

It's it's too close. 

It's well, it's close, I'll admit . 

I can't -- I can't t ake the chances with-- I Just 
got through with the State Department; they >Iere 
kind enough to send someone over here tor half an 
hour. 

Uh-huh. 

And t here are too many th ings can happen in the next 
two days. 

Yeah. Yeah . 

I mean, tor it to drop ott eight thirt y-seconds or 
ten thirty-seconds. So we've got to play a aoall 
it shouldn't •••••• 

Well , it isn ' t-- it isn't r eally very important ; it's 
it's pretty small, and I told Dan as tar as I vas 
concerned it looked O.K. to me and there's only ••••.. 

No • 
• • • • • - - the other vas -- the question or ra toe vas 
the only th1.ng 11:10 all and I certainly vouldn' t want 
to make a • • • ... 
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rc~Jr : 

E: 

f:Y.Jr: 

:::: 

S:'Jr: 

::: 

f!:·!Jr: 

::: 

:r:~Jr: 

::: : 

~:Jr: 

E:: 

:J.:J I": 

::: :... 

:n:Jr: 

E: 

lil(J I" : 

E: 

- "'6 "' ' - 4-

Well , I don't know What one-eighth is on two years -
two hundred million, but I -- I'm going to take out 
thAt war i nsurance . 

liell , one percent is pretty oheap money anyway. The 
t rouble is we're s poiled on the quooti on or rates. 

that 1 s 
l>ell , the thing ·; mat uring 1e a three-quarter note 
or eigh teen months . 

Yeah. 

That's what 's caturing. 

Yeah -- well, so you're practioally getting 1t at 
about the same rate then, ••.•.. 

Exaotly. 

...•• • in proportion. 

This was sol d eighteen ~onths ago at three- quarters 
ot a percent . 

Um-hm. Um- hm . 

I think one-eighth war i nsuranoe isn't bad. 

No , I guess a lot of them wo uld lUte to be able to 
get 1t for t hat rate. 

o. X:. 

(Laughs) All right, Henry. I ' ll see you 1n the 
csorn1ng then. 

Yes, and I ' ll talk to you a t two-thirty. 

Fine. 

Coodbye . 

Goodbye . 
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!l)!Jr: Hello. 

Operator: J.!r . 'llelleo. Go ahead. 

~Jr : Hollo. 

SUJtner 
'ielles: 

~Jr: 

::: 

'i: 

!-:tJr: 

\i: 

Jw.Jr: 

El'.Jr: 

\: : 

!CIJr: 

'II: 

I!HJr: 

W: 

!!HJr: 

Hello , Henry. Hov are you? 

I ' n tine. How are you? 

I 111 tine, thanks. 

Weloone be.ck t o t he United Statoa. 

Thank you. 'l'he.nk you e.go.ln tor your message Which I 
e.ppreoie.ted very, very deeply. 

You ' re oom1ng over this afternoon? 

I ' ll be over in your ottioe a t a quarter before three , 
if the.t •e agreeable to you. 

Entirely. Are you going to give me an agenda? 

(Laughs) I don't thi nk that vo need an agenda. Th1e 
is more or less, I thought, e. prel1m1nory survey and 
d1aouaa1on or how we might beat reaoh an agenda. 

I aeo. 

There were three thlngs, really, that I wanted to tall: 
over. 

Ub-huh. 
One was the preparation or the agenda tor this meeting 
ot the permanent oommittoo in Waeh1ngt on. 

Yea. 
The eeoond, to t ry and get orge.ni ted and runotion1ng 
t hi s t our agenoy committee t hat we agreed upon Just 
before I lett. 

Yeah. 
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:C!Jr: 

Hl!Jr: 

\/: 

~!Jr: 

ll : 

li: 

Hl·!Jr: 

:r::Jr: 
'r.' : 

•• • .. 
~!Jr: 

W: 

:t!:Jr: 

''· ,, . 
!!l~Jr : 

- 2 -

And thi rd, t o talk over with you the Guateoala oeet1ng. 

On that four agency t hing, you know, I asked to s ee 
~~. Hull and you,and I 1 m due over there tomorrow at 
ten thirt y 1n h1e o!!1oe. 

I see. 

And t hat's what I wanted t o talk to him and you about. 

I see. 

So i f you' d just as leave •••.•• 

You'd rather I'd put 1t orr. 

On that , yes, beoause -- well, what I vant to sa.y I -­
I -- I only would like to say to the tvo or you. 

Yen. 

And about t he Guatemala thing , baa Hanes t alked t o you? 

No t yet . 

\'loll , I sBked him to. 

tlell, I suggested t hat we put 1 t or r until this after­
noon so t hat •...•• 

Beoauoe ••••.. 

• •••• • ve could talk with you about it • 

• ••• • • both he and I a.re r ather upset over that telegrBm 
we get , you see - rroo you, 1n wh iOh you said that 
whoever vent down t here ehouldn't make any arrangements 
and shouldn't even bother to cable any reports t hey 
might vr1te, you eee? 

Uh-huh. 

So the ques tion naturally oomee up, why send so va l uable 
a person as Hanes down. 

Well, let me talk that aspeot over with you. 

See? 
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I wanted to. 

Old you see t ha t telegram about the Guatemala t hing? 

I ' ll have to check up. I don't know whet her I d.id 
or not . 

Take a look at l t . 

I don't remember it. 

Yenb. So I - - I want to , what I'd like t o do is to 
come to an understanding with Mr. Hul l and you, Just 
where ia tbe Treasury i n all of this. Once we have 
an understanding why •••... 

You bot. 

••.• •• lt will be easy t o go forward, but r ight now I 
don't know where we're at. 

All right, Henry. 

And that 's why I asked tor t his meeting. 

\•loll , I oan t ell you ae a preliminary impression the t 
my own Judgment is t hat where you are is the fac t 
that you ought to be managing t he -- that particular 
side or i t . 

Yeah. Well , 1! you'll reread those two letter s - - I 
mean, it leaves a great deal ot doubt . Nov another 
message I asked Hanes t o get to you about inviting 
Comceroe here thle afternoon. Did you get that 
meaeage1 

1 go t that aoesage and 1 asked t hat 1t not be done 
until I had a chance to talk with you. 

\/ell •••.• • 

I ' m see ing Ed Noble tomorrow; hs ' a comi ng over with 
aome ot his people here, and I thought lt might be 
better to hold ott. 

Well, I vne doing you a kindness when 1 mnde t hat 
suggest i on 1n View ot what happened While you were 
gone. 

• ,.JI(­
-~, 
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I see. 

It oe.n wa1 t. 

~I ell 1e it a11 right then -- perhaps I can etay over -­
well, le t me come ten m1nutes early. Perhaps that 
would be the beet plan. I can talk to you about that 
a a peot ot it. 

~.!Jr: All right. Now, did you invite anybody from the Fed.? 

ll: 

~~Jr: 

li : 

iC~Jr: 

W: 

HJ~Jr: 

1 lett that entirely t o your office. I don't know 
who's been invited or who hasn' t. 

But I didn't know why the Fed. should be checked. I 
th1nk the ceesage vas that -- that you people would 
do the inV1 t1ng. 

My understandi ng vas that it would be done by your 
office . 

No , I don' t th1nk it vas . I -- I got the rneeeage -­
I was away, but I'll check •••••• 

~!ell , if t hey haven't been invited lst•e leave them 
out and let's Just concentrate on you and myself and 
Jesse , if he'e coming, and the Bank people, 1f they're 
coming, and -- and let it go at that this afternoon. 

Yell, I'm going to make another point. It they haven't 
been adv1aed, I th1.nk you 'd make t1me if juet 7ou and 
I aaet. 

All right. So much the better. 

;:~:Jr: I mean, 1f they haven't been in vi ted, the message I 
got you would do the 1nv1ting, and if they haven't 
I really think if JOU and I oould have a ha1f an hour 
toget her we'd make a lot of time. 

W: All right , HenrJ. I ' ll check on that immediately. 

Hl!Jr: Well •..• •• 

II : And 1f they have not been invited from here ••••• 

HJ.!Jr: Yeo. 
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• •.••• thon t hey v111 only have been 1nv1ted through 
your o:!':!'1oe . 

And I ' ll oheok tro.m here. 

All r1ght. 

But I th1nk 1:!' you and I oou1d e1t down together and 
ooce to an understanding 1t -- we'd eave a lot of 
t1me . 

All r1ght. So much the better. 

~:-!Jr: R1gbt. 

o: I ' ll be over at 2:~. 

E!Jr: Well nov -- after - - I'll oheok and 1:!' -- I ' ll have 
l!ra . ltlot~ call your aeoretar:r and let you know 
whe ther they' ve been 1nv1ted. 

II: All r1ght , Henry. 

C.1!Jr: Thnnk you. 

Thank you. Goodbye. 

181 
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~:::Jr: 

·:N~rlncr 

:cc! es: 

! : 

:::J~: 

. : . .;r: 

:"; : 

:r.·Jr: 

Hello . 

Ch:1irmM Ecolea . 

Hollo . 

Hello . 

!~arr1ner ..... . 

Yes , Henry . 

October 16, 1 733 
3: 51 p . :n. 

~he President was cnti~cly egreoa: l e t ha t we go ahead 
with Coo:ood.1 ty Cred.1 t . 

Yeah • 

And -- :;ou have no o~joct1ona ot nn:r !<1nd , h.-.vc y?u? 

);o , I hnven ' t. I ' d 11l<e t o report t :> you confere:>ces 
tha t I had ~<i t !l some ot t he other members of t he 
oonuo1 ttee here, beo~tuse at t or :1ou t a l :ted t o me t :ois 
r"'orning, you knO"' · 
Yeah . 

I didn't hove a chance betore t h8 t , so I t hou3ht I 
would get in t ouch w1 t !1 Plaer, who is our uovernnent 

·bond ~an here , and call in the oth~r ~ombcrc o! the 
bQard end hove then diaouee i t. And I -- I Just 
tho~-ht I ' d g ive you their r eac t ion ••••.• 

Yeah • 

••..•. to it . 

Please . 

It wee Piaer'a view that the mnrket didn't expect 
more t han seven- eighths ; that the ri ;,hts were selling 
at o1x thlrty-cecond.o abovo p Ol' , >thereaa seven-eighths 
woul d bo nine tl:irty- seconds above pa1· , showing tha t 
t he oarkc t had -- thnt was throe t h irty-acconoa h1~Jer 
-- that is the seven-eighths would -- >rould tlgure 
three -- three thlrty-seoon~ s h1gher than the me.rket 
wo.a t h1a corning ; t hat he relt t hat t he eeven-e1~>ths 

: 

\ 
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(, !: 
mrJr : 

::: 

!!HJr: 

E: 

~= 

i: 

E:: 
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would be -- would -- would be Juet ae sure as a one 
percent; tha t -- Ransom wae eomevhat or the eame 
opinion with reference to the aeven-e1ghthe and 
the one. He thought that 1t -- tha t 1t one vee 
a gunran -- a guarantee, t he other vas. That the 
d1tterenoe would not -- would not 1neure one very 
much more than 1t would the other 1n -- in any un­
to w a r d great emergency. 

The -- the difference figures five hundred thoueand 
dollars. 

Tbat•e ri.ght. 

Davla aaid, 1 1 think t he CoMOOd1ty Credit need that 
tlve hundred thoueand it the carket oan -- it 1t -

183 .. 

it thls can be financed and ve can eave five hundred.• 

Well , tell Chester DaVis, Chria t I bad t o go t o 
Congress and get a hundred and tventy-n1ne million 
dollare .•.•.• 

Yee, I - - He ...... 

••.... to make up the deficit. 

••.... - - he knollll that, 

Well, ~at's he talking about? 

Well what I -- vhat I meant wee t hat -~ that he pointed 
out that the tive hundred thouaand are t he one-eighth. 
That'• What 1t figures. 

Yeah. Exactlr. 

That 1t the market would take t h1a atutr at seven­
eighthe, you see? 

Yeah. 

Inetead ot at one percent, it would eave one-eighth. 

Five hundred thousand. 

Five hundred thousand dollars tor t he Colll!llod1ty 
Credit. 

That' e right. 
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\'lhereas they've dropped t hat r a te. I t hink the --the 
mistake Com:nod1 ty Cred1 t cw.de wae dropping that r ate 
trom tour to three percent. • 

Hl~Jr : \~ell , t hey did that wi thout e.&king how much they 
could rotund. 

E: 

!C:Jr: 

::::Jr: 

!: 

~:Jr: 

E: 

H:!Jr: 

£: 

H::Jr: 

:::: 

E: 

\\tell , I ..... . . 

They never asked ne , Marriner. 

\:.'ell I think tha t •.m.s a hell or a m.l.et4lte because 
the -- the -- the bor rowers were all satisfied at 
tour. We .. .... 

l·!arriner , t hey Just oalled co up and t old ne after 
it was already out . 

Well ...... 

They never said, "How much can we re-bcrrow t his 
money a t. • 

\·/all now you s ee t hey ' ve - - they 've got t hree per­
cent; that leaves t hem a two percent spread today 
and -- and when you t ake t he grea t amount of work 
and the cost, -- I don't know how much banks will 
t ake or this stu!! now, do you? 

I don't know. But, ~tarriner, old man, ...... 

Yeah. 
•••••• with my eyes open, wide open, I ' m goi ng t o pay 
a halt a m.l.ll ion dollar bonue. 

Well I -- I'm not -- I' m not talking to you tor t he 
pur~ee ot changi ng your mind. All I ' m -- all I'm 
gi ving you is Just the -- the other aspecte or it 
and no doubt there isn' t a s i ngle t hing t ha t - - t hat 
we have thought ot and discussed t hat you haven't 
also thought ot and d18ousaed. 

~Ia tlgured it out and with my oyea open - this 1e the 
first one ainoe the war broke out ••• , .. 

Yeah. 
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HJ.lJr: ....... Commodity Credit ie not ver y popular with the 
investors- it's the least popular of all - and •••... 

:::: 

!!J.IJr: 

£: 

h"!:Jr: 

:::: 

HJ.!Jr: 

E: 

l!J.:Jr: 

E: 

:P.Jr: 

E: 

!!!!Jr: 

E:: 

Hl!Jr: 

I think that's right. It' a the least known. 

It's t ho least known, and t he least popular. 

Yeah· 

And this is the first seller, and I'm going t o pay 
a half a million dollar bonus, and -- it went up 
three or fo:ur thirty-seconds today; it ~>1ght go down. 
I ' m going to do it with ay eyes open. 

Well I ' m-- I don't want to give you the lmpreeslon 
that t here was any very-- that there was any-- any 
particular feeling - you know. 

I know. 

You can -- you can just discuss these things back and 
forth and-- and I 'm-- I ' m juet giving you •• •..• 

I appreoiD.te it. 

•••••• just directly what I would want to get if I 
were 1n your position. 

Well • •.•.• 

And -- and there un' t anybody that -- that has any 
strong feeling one way or the other about 1t as I 
told you t his corning , that the difference 1a not 
enough to -- to really oake -- to amount to much. 

Well • .•..• 

And -- and so if you go ahead at one percent, as far 
as I'm oonoerned, and I'm eure I apeak for the other 
a embere over here , nobody is going to feel critical 
about it and nobodY 18 going to -- and everybody ie 
going to be willing to support a hundred percent any 
decision that ' s made. 

Well I appreciate that and certainly if luck will hold 
with me another week, we' ll more than make lt up on 
the five hundred million, - refunding . 
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E: Oh , yes. You mean on the ••••.• 

!!!!Jr: On t he on t he government •••.• 

E: On t he other ones. 

ffi(Jr: tle'll make 1t up several t1mea. 

E: Yee.h. Well I 1 11 aee you 1n t he mor ntng. 

!i!·!Jr : R1gh t o . 

E: All right. 

~Jr: Thank you . 

E: Goodbye. 
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TREASURY DEPARTMENT ( " : 81 

INTER OFFICE COMMUNICATION 

DATE October 16, 1939 

TO 
Secre~y Worgentbau 

l!r . Cochran 

1 a ... lteli llr. ltnoke '• ret= to llow York yeeter~ before tai<1n6 up 

•itb th• r.4er~ Roaervo ll&nk of Now York tho q_ueaUon of a repl y to Cab1,._ 

.;ra:: 2:)IJ4 of October 11 from tho tmbo .. y at London. 

:~ . Xnolte telephoned me back yeeterd&y atternoon. J'rom memoro.nda 

~1ch h~ had Q&de of couver.at iona , principally o•er the telephone with New 

!ork benk•• he elti::ated the total bala.Dcea of the kUonal Bank ot 

C:tcha1ovald.& in !low York on about llaroh 15 at $24<> ,000 . ~~ fl.4!\ll'o in­

cl•.:lod $21,000 bold with tho h doral Roaervo liNilt: itul!, 'l'ho ro ... iniog 

$22D,IJOO inclll4o4 tho following bol&ncoa: llatlon&l City $137,000, Cbaoo 

~6&,000 , 0\ID.ranty 'rrut $10,000, Rrown !rothoro $3,000, ll'YiliG 'rrut $1, 000, 

l'all~a'acturero Tru.at leea than $1 ,000. 

Knon recalled thot Secretary 1/orsenthon telephoned Govoroor llarr1eon 

oc the afternoon of 14\rcl> 16. Ro 4eo1ro4 that the l'o4oral Re .. rvo :Bank 

ull up the New York banka, make the o'baervati.on that the C:ech.oslovakian 

olt'Jallon • • quito cloud¥ an4 that in thio upoot condition the hdor~ l!e­

"rvt ohould IIU8g<l ot to the banko tbat they Toluntar1ly refHlD f rOQ DAk1l>& 

!.DY i:nport.e.nt or unutual withdrawal& trow Csechoelovakian accounts. Jt waa 

ut. ,u.tood that thia arra:aeu:.ent earered the reaa.inder of t he week, oomprielng 

thrtt daye. .Ul of the bt.DI<a w1 th llhieh the l'edoral Reo~rn opol!:e "CJ'004 \o 

thh o.rranee11ont. On March 21 the Bonk of llanh&tt&n inqu1ro4 o! the led.oral 

•~ to •tat ahould be the policy from that date. Governor Harrlaon telephoned 

oeerttaryllorl!"•thAu. Tho letter conoul\e4 the State Dopartceut a:n6 then lot 

Governor Rarricon know that he dld not -.nt to 1~1t whllt tht banka' fUrther 

ectlon Ghoul4 be , Be advhe4 them to uoo t heir om Jucl(;ment a:ncl eonoult 

thtir la11")'ert. seoret.ar7 Yorgentbau • • not in the potitioo to giYe the 

!odr.m1ty CUI'ranteo auch • • tho ! ritioh were &ble to proride. 

then I ohowe4 Secretary llorcontbau tho cablegram !rom Buttor..ortb thlo 

e<>nlns, he tho\16h\ thAt no repl;r ohould be ginn. 

CONFIDENTIA' 
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NEW YORK MIRROR 

DAILY AND SUNDAY 

Oot ober 1&, 1939 

Dear Kr . Korgenthau• 

235 EAST •US!' STREET 
HU""'""y MU.L. 2·1000 

I'm aorry I oauaed you ouch bother, but 
I wae told you would say everything that wee in your telegram. 
I understand you recentlY got over a Jaundice att&ek--or what 
they thought was Jaundice-- and are much batter, but still 111. 
However, I'm glad to know I waa wrong. You eay that your 
phone ie working--meaning,apparently, that I ohould have cal l ed 
you, When a man is ill I never call him. 

However, I regret worrying your f riends. 
Let ' e look at i t this way. The very !act that ao manw of your 
friende called to inquire about you must make you fee l very 
ewell --knowing that eo many people oare. 

Do you want me to print your wire or make 
any mention of it, or would you rather I didn ' t? 

Good health, good wtahee and all the other 
good1ea the world has to offer. 

'falter 'finchell 

...... 
... ........ 
n •t : u ····· ·--·--·-~­. . 
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~Do;r I.rlter 

(Contingent Exponaoe) 

llr. Wal tor Wine boll 
Da1l:r l!irrar 
2JS East 45th street 
!lew York, !lew Iorlc 

Duar Walter 1 

October 16, 19.39. 

You will be glad t.o leam--and 101110 people whm you and I both 
know will nat be 10 p1e&aed-that SundJJ,y morning I en,joy.d a 
two-hour boraobadt rl.da, SUndq attemoon lira . l!orgont.bau and 
I took a 1~ croe&-COWlt.ry walk. Eftr7tbin& was pe!'toet WJU1 
nino o•clock when I tiD"Jled cm "0' !'ldio t.o l.1.ateo t o fiT t.Yorite 
S~ night c-.ntator. F!'<a then cm I waon•t """"which of 
us was aick. You caused a number o! "'Y Mende conaiderablo 
worry. Tbo te1epbooo began to !'ing and t.be preoo uaociatione 
through personal oontaet wiebed to uoertain tho state o! 111r 
health. I aaoured thu that up t o tho t:IIDe of your broodoaat 
I bad been per!oetl.y well. u they ueed to SIIJ' when 1 wu in 
Constantinople I hope y011 are net trying to put tho ertl .,.. on 
""· !.(y telephone 1o in 110Tking order. llolr'a 7ourof 

H. )lk):rgentb&u, Jr . 

\ 
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DATE: 

MO. : 

Amer1oan Embaea;r, Pa.rie, Franc·* \ 

October 16, 19~9, 7 p.m. 

24811 

FOR THE TREASURY DEPAR'l'l-IENT . 

Todaf we had lunch with the een1or active Morgan 

partner here, Dean Jar. We had a ohanoe to oheok hi e 

op1nione with some ot the recent r elat1Tal;r optim1et1o 

statements our French tr1enda had voiced to ua . 

Ja:t eaid he ia 1n agreement with the opinion expreaeed 

to us b7 Mae eon a nd b7 Re7nau.d Co UTe de llurrtlle - references: 

telegrams from the !mbaea)' Noe. 19~, September 12: 2~40, 

October II: 24411 , October 12. This waa t hat ae nearly as 

one can eetimate 1t will be poas1ble tor France to co~ 

fo rtably t 1nanoe her neede tor purchase& abroad tor a t 

least a ;rear without obtaining credit a from abroad. It 

also seems to be hie feeling that the Br1t 1eh will run 

into t1nano1al d1tt1oult1ee probabl)' befor e France doee , 

wh1oh waa t he opinion expressed by CouTe de HUrT1l le. 

From the experience ot t he Horgan bank, Ja:t aa1d, 

repatriation of rrenoh tunda ie continuing on a aubetanti&l 

scale, which repatriat ion ie encouraged by the t1eo&l 

aaneet)' proTieione ot the pertinent meuuree. For inetanoe, 

there i e a report 1n the Financial Preee tor todaJ , coming 

from London, t hat British banks continua to note tmportant 

deu.nde 
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de!UoDda tor tranoa •ptnat aterl1ag 1n •iw ot the taot that 

repatriation ot J'ranoh holding• 1e oont1nu1ag. 

llwoeroua ll'ranoh ol1e11.h ot the Xorga11. bank l11tw1 .. 

are requeaUng U.. Ball.lt to OarrJ their tortli!D holdings on 

tbelr e.ooo1111te with the Parle branoh, dnoa b:r eo do lag 

tbe:r are oo1111Ud aa holdi>~ga 111. Franoe and are 11.0t wbJeot 

tbe t he requ1re11e11.t that holdlll.ge abroad be declared. Ret­

erenotl telegram ot Ootober II troll the lllbua:r, llo. 24:50. 

Je7 wu 11.0t parUolllarl:r au courant ot U.. f'renoh 

Go•ernment1 a present tlnanoial oo11.d1tlon, but he waa 1nol1ned 

to teal that tor the rut ot t:he olll'rent :rear 1t wollld not 

b e necasaar:r to ha•e reoouree to a long tel'll loan. file 

looal manager ot the Guarant:r Truet on the other hand tbinlta 

that before the oi.rrent :rear 1e out the J'renoh Gonrnll8nt 

will han t o noat a long ter11 war loan. 

Tod&:r'• t1nano1al preu report• the ott1o1al announo.­

•nt ot the auepenalon ot the Bill 110nthl:r aeeUnge 1 11Dt11 

!lll'ther notloa• (our telegraa llo. e..a, October 12, 8 p . a.). 

It le reported that etu4y 11 belll.g gl•en to the queetion 

ot how 1A the t'llture theee .. u lone ot tha board ot diraotore 

oan be held 1n •lw ot the taot that 1 the Engl.Uh direotora 

u wall u the rrenoh d1raotore ~e abaoluttl:r retllaed to 

lint the repr .. entatl•e• ot the Reloh. 1 

EJit) DXJnoJe on, no .&Ill) muz. 
U.ILIIW 

BULLI!t. 
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SecrEtary or State, 

Washington. 

ORAY 

Paris 

DatEd October 16, 1939 

REo ' d 7 :15 p. m. 

24BS, Octobtr 16, 7 p .m. (SECTION POUR) 

L1Agcncc EconomiquE t t Pinano i crc adds : •on thE 

other band aa i s tvid cnt rro~ the last monthly balance 

of the SIS thE assEts of central banks (wi th thE BIS) 

nrc continuing to di mini sh regularly and i t i~ a qutstion 

how thE bank i s goi ng to maintain i n spi te of dras t i c 

retrenchment tvtn relat i ve activity duri ng hostili t ies , " 

Tht Swiss prtss whi ch is naturally anxious to at£ thE bank 

continut as a going concern bas liktwi3£ rto<ntly discussed 

the qutsti on with so~£ anxi tty. On• Bastl paptr str<ssts 

" the unani mity of all i nttrcatcd ci rcles as rcgards thE 

desirability of maintai ning central bank r elat i ons despi tE 

thE war , i n ord<r to contributE to thE s olution or tb< 

manifold f inancial and Economic problema rtsulting f r om 

thE hosti l ities . • 

BULLITT 

RR :DOM 

Regraded Unclassified



Stcrttary or StatE , 

Washington. 

GRAY 

Paris 

DattO Octobtr 16, 1939 

Rtc 14 6 : 63 P• m. 

2486, Octobtr 16, ? P• m. (SECTIOII FIVE) 

In oontrast, however , in ita t4itor1al comment tht AGENCE 

ECOIIOMIQOE says: "It is po1nt£4 out from Basel that 

relations or tht B. I . s . , tht manager of which is 

l'rtnch, havt bEtn complEtEly brol<tn with Btrlin which 

in spit£ of th< war atttmpttd still to play a rolt in 

that internat ional Establi shment tht functioning of which 

at the prtsEnt timE sttms to be at ltast an o.nomaly". 

Tht French prEss Uktwist reports h!andtr •a furthEr 

request of thE Chancrllor of thE Exchequer for an 

explanation as to why tht British Oovcrnmcnt cannot 

dc~nd from tht B. I . S. rtpaymtnt of ita annui~y trust 

account . 
IIPL 

(END SECTION FIVE) BULLIT'I' 
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FS 

SEcrEtary of Statt , 

Washington . 

GRAY 

Paris 

DatEd October 16, 1939 

Rcc ' d 7:2~ p .m. 

2485, October l G, 7 p ,m. (SECTION SlX) . 

It is addEd that Sir John Simon has assured thE 

house that for tht duration of tht war tht British 

directors of the ~.x.s. would attend no board mEeting 

or that bank without tht eonstnt of tht Treasury and 

"in no east hE dtclarcd would they mt<t wi th tht Otrman 

members of tht board". 

A firm ttnd<ncy prtva1led on the scour1t1ts marktt 

194 

today . Tbt mid-monthly scttltmrnt passed orr satisfnetor1ly. 

Tht abundanet of available funds and th< rtductd volumt of 

spteulat1vt accounts ptrm1ttcd tht authorities to fix tht 
dth 

txtrtmtly low r at• or ~ for th• carry-ovtr, compartd 

3/4~ of th£ prEViOUS carry- ovtr and the on•- half and threE-

quo.rt£rs prr etnt o.t StpttmbEr 15 (our ttlegram No . 2284, 

Oetobtr 2, 7 p. m. } • 

BULLI'l'T 
WIIC 

• 
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Jll 

Secre tary of S tate , 

~lash1ngton . 

G:IAY 

Paris 

Dated October 16, 1939 

ncc 1d 9 :10 p. m. 

2495 , October 16, 7 p,m, (SECTIOI' SEVE! ) 

:ss 

Rtntts registerEd moderate gai ns and ~ost variablE 

revenue sccuritirs moved UV8ards , The market was favorably 

i~pressed by the att i tudE adopted by the Scandinavian 

countries , coming on top of the mEssage or our President 

to the Soviet Oovrrn1ntnt . There were no OhAl'l!lts in foreign 

exchange rn tes , 

'Jt understand that busines ~ 1 • bE1ne increas ed 

gradually ln the :noncy markEt largely for ay to day •J:oney 

between banks at on< and three-quarters per cent and 

one seven-eighths per cent , This activity, howeve~ , is 

c~"'in ed to very short ter~ transact i ons . 

The Belgian wholEsale pri ce i ndex just published for 

September shows s ver y substantial incrcas t froM five 

hundred ninEty- four for August to seven hundred six . 

BULU'I'r 

oo;; :RR 

Regraded Unclassified



Oi'lll:l3ll 
:S6 

GRAY JR 
·~· ~tl': ~~- '""'' «r ... ~ "" .. Par1a ......... ~-, 

Dated October 16, 1939 

Rto 1 d Bs25 p, m, 

Ster ctnry of Stete , 

1"/o~hington . 

2485 , October 16, 7 p, m, (SECTION EIGHT ) 

Tht roodstuff3 1nd <x rose fro~ 502 to 653 , the 

mtta1lurg1cnl inde x f ro:n 691 to 779, tht index or 

chnic&l products !roo 534 to 615 , tl>t textilE industry 

from 534 to 672 , nnd pEtrol eum &nd i ts dtr1vnt1vts from 915 

to 1115 , 
'•11th rtftrtno t to the Emba3oy 1s tcltgr , m No , 1403, 

J\\l y 28 , 6 p ,m, , nnd our tcl£gran No , 1609, August 26 1 

6 r .m. , las t paragraph, wt rtot1vtd today a letter from 

Ardant , tht Dirtetor General of tht Soc1ctt Gtntralt , 

ineloo1ng o copy of t~t i nst i tutions memor andum 

prepared "tor thE n:uting of thE Bonking Bonrd or 

Ootobtr 19 ntxt" ~t New Yor~ for transmi ssion to tht 

b~nk1ng auptr1nt tnd cnt , ThE monorcnd~m acts forth data 

concern ing tht orgnniz~t1on , ntrsonnel , balances , ct 

otttr n, or thE Socl t t t Gtntralt nnd thE purposes of t hE 

agency which lt \tish£8 to &stubl1sh 1n New 'lrork, 

(END OP EESSACE) . 

SOLLITT 

KLP 
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TREASURY DEPARTMENT 

INTER OFl"'CE COMMUNICATION 

OAT& 00\oMr 11, 1119 

•• S.Or0\&1'7 llorpa­

•••• ' · s. lladler 

CCC ""' 

la'Y1V Qma UJl,l 

l•l/3 , ... ~~= 
0,18 

(JprU lMl) 0.18 
1J 0.18 
1-t/ef. 0,18 

1 JT· 11 ... . 
.,,.,. o.n 

(OOkl>or 1Ml) 1J o.n 
1-1/.,. o.n 
1•1/tf> o.n 

I 2 700U 
.,,.,. o.n 

(lo••l>or 19tl) 1J o.,. 
l-1/ef, o.,. 
1•1/tJ o.,. 

2 ,_, 1 .... .,,.,. o.n 
(-•w 1ttl) 1J o.n 

1•1/af. 0,71 
1· 1/.,. 0,71 

~\/2,aaro 1J o.a 
( Jprll 1M3) o.N 

H/.,. o.a 
o.N 

1-1/.,. o.a 
o.N 

ll&tb! bill 

100,1 
100,1. 
100.30 
100 •• 

100.1 
100.11 
100 •• 
100.11 

100,1 
100.11 
100 •• 
101, 

100.1 
100.16 
100 •• 
101. 

100.11 
100.11 

100 • • 
100. IL 

101. 
100.10 

• loouo clnac _, aa\ lot .. \o1'7 ,.._,_, 

10100 .t..IL 

ZNa!• 
1/"&Wa 
1., .. ,. • 
30/"&Wa 
• Jawa ., ..... 
U/3.,_. • .,.,. 
n/aaau 

I/33&U 
U/'Jaau • 
• Jaaau 
1 pol.&\ 

1/'J .... 
11/3,. • 
•Jaaau 
1 .. 1a, 

u/.,. 
11/Ja&u ., ... 
z./Rab 

1 r.l.a' ao aaMo 

.. 

191 
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'!!! PlllANCIIIG October 16, 1939. 
l0t45 a . m. 

:sa 

Present: llr. 
llr. 
llr. 
llr. 
Yr. 
wr. 
Nr. 

J!&nea 
)!urpby 
Baa a 
l!olrgeaa 
Hadley 
Duffield 
Bell 

ll6ll1 

H.I!. Jr: 

Hadley: 

E6llt 

!!urge sst 

H. ll .Jrt 

H.lt .Jrt 

llufrieldt 

Thoae three , llr. Secretary, there isn ' t mueh dif­
ference between New York, Haae and Radley . You 
noti ce tbat the 7/Stha percent there on tho 1 year 
ll months , 8/32nde , ia a little tb1n . 

\<'bat I don't undaretend 1a the l year llmontba and 
the 2 yoara end l month are the aame thing. 

There is eueh a alight diff erence between those three 
iaauea that you would bave to aplit up a 32nd to make 
the actual tb1ng . 

Two months makes no difference. 

l!akea no di fference 1n tho quote a. It would make 
a little difference 1n tbe recaption, but practically 
you c an jua t make them the a lUIIe . 

Well, have you bad a chance , Randolphf 

Yea , we have talked i t over together , I think we are 
all agree~ f irst, tha t t h e market 1e 1n good shape 
and that you ean do it very nicely, making your 
announceaent tomorrow 111orning or Wedneeday morning 
either -Y· 11J own leaning la to go ahead and do it, 
becauoe the decks aeeDt clea r and you can ' t tell what 
will happen aa you go on. It looks like a pretty good 
spell bare. There 1a going to be a tDOet1ng 1n a day 
or two ot Bitler and Ruaa1a and i t will taka a little 
while to make up their llinda. Second, an:r one ot 
those three maturities you mentioned, the 23 , 24 or 
25 1110ntba, will be aatia taotory to the Dt&rket, that 
on the coupon it 1a a choice between 7/Stba and 1, 
and that you can t1gur& that either way, 7/Stba you 
can probably get by with but i t 1a a little thin . 
One ia all right . It would go nicely. 

Wba t 1a this note tba t 1a coming due nowt 

7/Stha, two and a halt. 
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H, tt,Jrs 

H,Jt,Jrs 

Belli 

l!. l!. Jrt 

Duttiol d t 

B. l!. Jrt 

Duttlold t 

Bell i 

H.I! . Jr: 

Sell: 

H. l!. Jrt 

Bellt 

B. I!.Jrt 

!!urgent 

H. ~.Jr: 

Burgo sat 

H.lt. Jra 

159 

- 2 -

Three-quartora. That wao oold tor a ,ear, waon•t itt 

What 1e the note 'llbich 1e -tur1ngt 

Tbreo-quartora percent. 

I know, but how l ong did 1t runt 

Wbat .... itt 

llr. Jt1lb7 told.,. on Saturda7 it na llaJ 2 , 19~. 
'l'ha t wou1d -.ko it a ,-oar and a halt. 

I thought 1t waa e1ghtoon montba. 

'Blat 1e right . 

I thought 1t waa tho auo ae t he RPC. 

'l'bAl reaoon I u saying it 1a that the Proa1dent 
naturall;J would say to mo , "Yioll , What 1o tho 
ma tur1 ty , " and I tb1nlc we can a&J', '"Woll, we aro 
converting a throe-quarter to eighteen months and 
a one- ,-oar to t wo ,-earo . It aounda prott,- good . 
I don ' t undera tand what 1a coming duo 1n two yoa.ro , 
•n . 
298 million ot RPC notoa. 

Two b:un~d wbatt 

298 ailllon ot RFC notoo, llovembor lat. 

'Blat 1o very delicate (apoaklng or paper banded 
Socrotar,- b7 llr. Burgees). 

It bappene to bo one ot tho boat oheeto. We dCill ' t 
print anything ouraelvoa, •••· 

You loavo that to lloo Annonborg, do rout 

Yoa. 
Well, what would bo thO -ttor with the t wo ye&l'll -
I •an two ,-eara and one lllOntht Would that oquouo 
the bo,e a little bitt Bava J OU got &nJthlng thont 
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Bell i 

surgeu1 

Belli 

l!.lt. J rl 

Had.ley: 

~.li.Jrl 

!'..ell: 

l! . W. . Jr : 

Bell i 

H, l.I. J r: 

F.anea1 

H.K.Jr: 

l!urpb:y l 

H.M.Jr: 

a.r geea1 

~(·' ' 

- 3 -

No air, tbat is just within 15 daya or the Treasury 
houe. 

That i s 0. K, The other, October lot, comes near 
the September issue, 

You could make i t October 15~h. 

Ian ' t 16/32nda a little bit sweeter than we have 
been giving themt 

12 to 13 on the las t two CCC isauea, 

l'lould they tb1llk two years and one mont h wru ld crowd 
them a litt le b itT 

It would go very nicely. 

Now York says any ono of thoso wi l l go . They prefer , 
a little, the one year ll months , but they waul~'t 
qua rre l about the two years and one month. 

Comi ng down on the plane I got t ha t 21 months i dea. 
I thought we might a s wel l grab off t wo mo•"' months. 

I think i t will go . 

I don ' t think there 1a much a rgut~~en t about the coupon , 
one percent. Suppoainc; we start around , everybody 
write down what they think about it. 

I don't th1nk i t makes any difference . 

(Ballo t s were collected) . 

l!&ao 1o 25 montbe . Oh goeh , Henry, now honest , 
23l montbe , B. c. Wurpbf . That io spli tting it. 

That would be October 15 th. I wouldn't feel at a.ll 
strongly one way or the other. 

Whose handwriting i a thi st 

'l'bat 1a mine . I don't reel very strongly. 

Hadley, two years and a month. Two years and a month , 
D. w. Bell. I have got two years and a month. Well , 
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a.rgeeas 

H.I!.Jrl 

~111 

a>rgoaas 

Haul 

H. af. Jrt 

H.I!.Jrs 

Belli 

H.II.. J rs 

Ranee s 

E.X..Jrs 

l!aneas 

H.K. Jr a 

14urph,J s 

H.II . Jrs 

201 

there 11 tour . An:7bod7 unt to make 1t 24i montbat 
It wouldn't be eo bad, a t that . 

That would be all right. 

Where would that tallt 

November 15th, 

November 16th. 

It wouldn't be qui t e so close to 7our December. 

Tha t 11 a good time. I mean tha t 1s a tDOnth ahead. 

Two weeks after the RPC 1aaue, 

But it 1a a 1110nth ahead or J OUr Tret.au r1ea, Which 1a 
more important. 

Yea , it woul.d give us two weeks. I kind or like that, 
November 15th. \'!bat do 70U think, Dant 

I t 1s O. K, 

I think it ia aill7 t o have a De cember just ahead of 
our own. 

I do too. 

I think this makes aenae. We didn't want to come 
within a month of our own, 1C an7bod7 uka wb,­
November 16th. 

Yea, I like that. 
Let'a make 1t No•emb•r 15th. I upped 7011 one month. 

Wdl, I S&de tho halt, &nTI'•7• 

'1'11& t 1a ver,- good. 

All right, now I will toll 70U wnat we will do . 
SuppoeiDg we meet again at a quarter of 12100, or 
1an1 t that necossar,-t 

Regraded Unclassified



H.t.~ . Jr r 

Bell: 

R.II. J::" : 

Belli 

H. ~. Jr a 

Duffield: 

.1! , :-! .Jra 

l!ur0es11 

I!. Jt . Jr: 

!!urge as : 

Sell : 

- 5 -

I ®n 1 t think t he market will chense &nJ on those 
1aeuee. 

Well, inmlediately en my retum trom the White House , 
shall we have a de!1n1te timeT Shell we sq 2:30? 

That is a good time, 

I haven't talked with Eccles, 

Did you t alk to h1m on Frid&yT 

~a, .:: -

I told h1m that there lllight be - I d idn't tell Beelee • ••• 

Would you call him up and tell him that n rlll talk 
about i t and on my retum t'rotl tho \\'bite Bouse at 
2 t~, I rlll call himT 

Ye a . 

Anti I think that is all. I would do it tomorrow 
mom1ng . I a sked Eug ene , when d oes Dow- Jones come 
out? 

4:30, our time, both here and Now Yor k , 

My thought was a t 4:00 o 1 c loolc I would announce this 
1n a release, which would g ive these tallows a chance 
to get their own wi res out , see . 

Good. 

I mean at the 4:00 o'clock p ress conference, get it 
on the tiolcer a t 4 :~ and they can send out their 
own market . 

Shall we tell them the books w1ll close on ':l'edneaday 
n1ght T I think that i s a pretty g ood idea. It is 
the same as we had planned with the note . 

Do you hove to call them up When the noti ce goes outT 

We should toll th~ tomorrow, at noon tomorrow. 

Yea , let's gain 24 hou ra . 

I see no harm 1n saying that the books rlll be open 
two daye when you announce it tbia evening. 
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au-gena 

H. li. Jrl 

Ball: 

s . u.J ra 

!lanea: 

~J.l'gOUI 

Ball i 

H.M.Jrt 

Ball i 

B,!l. Jr: 

Sella 

H. li . Jra 

9urgeaaa 

H, !I. ,Jr t 

Balla 

B.M. Jrt 

~03 
- 6 -

No. 

Tile advantage ie that you eomet1IIIA!Ia g ive them thl'ee 
daya tor tracl1ng purpoaea and the regular delivery, 
I mean tradin8 one day and delivering the next day, 
and so i t they know when the booka are open and they 
have only got two days, they do all t heir trading 
the tirat day and get i t done with. 

Tomorrow we can announce the booka are oloaed Wednesday . 
'lh1a thing 1a very closely bald, ian' t 1 tt 

I think so. I think i t ia large cbunka, mostly . 

Some ot the sou them banks have some. New Orleans 
had throe m1.llion seven ot them. 

I am. 

How, the sooner you can ge t your wire• to the Reaerve 
Banke , the better they will be about reaching all tho 
banks with the mailing. 

We could send a wiro now and aak them to ge t into 
print form, so the t all they have to do is put in 
the slug. 

I will do th.ll t. Vlba t slugt 

'lbe interest ra t e and the ••• • 

You can pu t that 1n. 

can we put that 1nt 

Sure. 

Tall them not to mail until •••• 

We will get a telegram otf, but they can print the 
thing up now. 'lbe President baa never and never will 
say anything about thb. 

Ot course, you know be doean't have to approve this . 

I know. He might know something that I doo ' t know, 
and most likely do ... 
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:ianea: 

Jl. ~t . Jrl 

Bell : 

Could I aak , for f1S1 information, .... 
I guess this 1s better than anything we could have 
gotten s ince September 25th, and I am juat hop1n.g 
that my luck will atay with me . We used to aay in 
Constantinople, "I hopo you don ' t put the evil eye 
on me." 

Z04 

Some body a nnounced that I was deapera tely sick. Di d 
you know that! 

Gaston called up and said he bad hoard that and I 
eaid, "He is here now and I think that is a little 
bit exaggerated. • 

Be announced that las t night on the radio . 

Yee . 
NAy I ask , f or f1S1 inf ormati on , i a thi e a strai ght 
exchllnge or is i t set up like that RFC buainesst 

Ho (~lr. Boll) has got a little wrinkle 1n that that 
he can sell f or ensh. 

Vlell, 1t had to be set up exaotl1 like the RFC . '!'be 
lawyers claim that you can ' t write 1n the word "exohelllle • 
We ha vo got to offer the 200 million and then take 1n 
payment the three- year purchase , but I think the less 
sa i d about i t , probabl ,., the better. 
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TREASURY D EPARTMENT 

INTER OFI'1CE COMMUNICATION 

DAT& October 16, 1939 

TO Socrettz7 llorceotbalo. 

Kr. Mollttrlck cal1o4 a t 11145 and I p r ooooto4 him to tho Socrotar,r. 
~r. Kacu vao pro ooot durl114 part o! our Tlllt. Mr. Mdlttrlclt told tho 
secretary that Iince 1M 11 proc.eedi.nc to l'ur~ in 'lo•eaber. to a.11uae the 
prooldoDCT of tho :SIS on J011u.zr 1, 194o, ho doolro4 to call to pa;r h1o 
rupeeh ud becoae acquainted with the Secret~. He it .uioua to be of 
atJ:T poulblt etnlet t·o our OoTercment in hie Dev poet. 

fho Socrottz7 Motioned to Mr. McXlttrlck h1o lotoroot, partlcularlJ 
lo Tlov of tho larc- uouto o! gold earearkod lD tbla coUDttJ, ln ooo~D« 
tol4 protected lD n'ti'J' MAD.tr at the Md..lUD tor tettl1DC lutenatlotl&l 
balactta. Conttqutntl7. he WILl concerned o• tr tbe txptrle:oee t ome .ontht 
oco lDTolTo4 l D tho turnlnc oTer to O.rO&DT ot gold o! tho Watlooal !ank 
or c .. cboolonltla bold vi th tho !ank of :lnclNld lo tho - ot tho BIS. 
Tho Socr·etary thoucht thh otory ao UD4orotoo4 bore bod rooctod -loot tho 
!IS ao4 ba4 ro.loo4 oo"" quaot!oo ao to tbe vlodo• ot holdlnc rooo"eo lD 
gold. l!r. Mdlttrlclt otatod that ho ""' not !ulllar vlth all o! the 4o­
tallo o! t bl o caoo, but uodorotood thot tho :SIS ba4 ou!!orod tbrouch tbla 
traneactlon. and • olunteered to een4 ue an accurate etor.r of the affair. 
T~e Socretarr told Mr. llcXIttrlck that bo vould bo C}a4 to bo of ao:r proper 
•11hta.c.oe, and mentioned the.t he adgbt een4 at to 't'lalt the liS one ot 
tbeot dayo. 

A!tor llr. l(d(lttrick called on tho Soorottz7, bo roMinod with • • for 
50111 u .. ao4 ooucht lD!orsatloD aa to GT uperlooco with the :SIS . I lll&do 
It char' that bo ba4 no reoponolb111tJ !or ropor\1114 to uo aD4 ohoul4 not 
r-ltk e=.barraalla.c h.ie . ow podtlon 1.n commmicatl.a.c vltb u.e. .lt t he aaae 
tla, I lot bilo aov thot wo vould opproclato &DT ID!o ,....tloo Wicb al!:l>t 
&p;>roprlato}J bo tranoalttod. 

:::os 
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Washington 

-.Q~..:t.t. 
FOR PSJ.J' .. .ASt, -Me!UilliO !l!li JFSd .SlC 6-:!'jili j eatals 1 l? s 1999; 
10 )9. 

Proos !\ervicc 
llo. 19-5 

:he secretary o! the ':'reasury, o:t beha.l.i' of tho Comtxlity Credit 

C¢,.,orot1on, t<>da;/ 0..'1.'10U-"lc00 t lx. plan for roi'inrulcin& the outota.'lding notes 

of Series C of tho Corporation, mtur:lq; ::ovc:>bcr 2, 1939, thro\lgh offeriq; 

ro" :ru~c,'i!)tion, at pu, tl!:r'OU&h ~!lo Federal !'cs~r-N b8nl<a, not<ls of the 

to:nodiW Croci! t Corparntion, des4;retcd ono porccnt notes or series E, 

206 

opon to tl>:: holdoro or the natur~ :1otes who tc'?"Cr such notes for paynent 

n th the procoodo to bo BJ'!'licd to the now notes . Ths Ol:lOIInt of the pres ent 

offorinl. of notco of ~cries r. m.ll b: ll.luto<l to M a:'lount nqual to the 

cmount of Sorioo C notes of tho Co:-;x>ration onturinG l!ovcmbor 2, 1939, so 

tcn:loroo , Cosh oub.•criptions ,.,.<..J.l not bo received, 'but to tho extent the 

aatur~ note• aro not tonderc'i for ~nt with the procca<'s to he "!'Plied 

1n ll0;'.1tnt for tho """ :lotos ' an additio:uU """""t or tl>:: """ notes otJ/1 sub-

IICq'JCntl;/ be orrorod for CMh. 

'i'M :->tcs or SOrics :; Till be dote<! l:OVonbor 2, 19)9, and will hear 

interest frOCI that date at the rat<> of one p.;rccnt por O..'UN:ll ooyablc se:::d.­

anrnu.l~, on:·.,,. 15 and !'ovc::lber 15, with tho first oocpon covcril'G a period 

ol1t;htly •'lOr e than si.~ ::':Onths . ':"he note• v:ill r.111turc !:OVoml>Or 15, 19Q., and 

rdll not be :rubjoct to call for rodcn¢-ion prior to Mturit:;. 

Tho notes will bo tully o.."¥1 unconditionally cuorontoo<l both as to 

1ntcrcot and principal b:' tho '!nita<' State• . ThOY will bo cxecpt both as 

to principal and i...tcrost fr"!' all rcdcral, State , .,.nicipe.l, and local 
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tcX>Uon (except surtaxes, estate , iJ'.Jwrita.~cc, m>d gift taxes ) , 

1
1>:: notes nil1 bo isS\lcd only in bearer form mth counons athch:xl, 

1n dono,lnntions of '.1 , 000, ')5, 000, ~10,000 and \':1(1(', 000. 

-.... -. _l;l 

Guboeriptions will be received at tho Federal Rosorvc banks oncl bronchos , 

•nd r.t the TrccourJ Dcportrent , c•ashington . Subocriptions Jl1ll ~ be received 

•t the Co;.ncdity Credit Corpor etion. ilanking in.otitutionn generally r..n;; subr.dt 

s·lb::cript1on:. tar a.ccmtnt of cust<XX:rs, but. only the.. Fcdcr~l ?.cscn-c ~:s .ru'td 

'he "i't"JOS\Ir'i :Jtpcrtccnt are authorized to act ao ofric1A1 e•cr.cics . Sct>scrip­

~i~ns sboul.C: be. accCII::JXl11.icd Q:: notes of So-r ica C Wr'!:d<.r<d for p.~y:xnt, to an 

"""""t C(!UOl to that of notes of S-r!cs E subscribed tor, thi. ;>rinci!"'l ;n-o­

cce1s of t.hc nr.turinr notce t.. ndcrcd to be r.;.'>liod to the ~yn;;nt for Series E 

n.ot.cs, 

:;'ho ri('.ht ia rcscrvoci to clos: t ho booi:a C\S to M\Y or rll S'Jbscriptions 

or cle.sscs nf subscriptlons ~t en,v tire without notice . Subject to th<. rcscr­

vatioll!l oc~ forth in too officitU. circulnr , nll s"bocr1pt1ons v:jll be allotted 

Alx>ut '206,ooo,oc.c Series c: -,ot..s or the Comoc!1t;.' Crc<.lit corporation 

not<s or Sc·:-ics C not t.cndcre<: for payoont mtt. th., procc<x's to be a?J>lic<! to 

the no1· notta of Scr ioa !'., d.ll h.. '>Cid in each v:hon they oaturc. 

1'hc text o! the officie~ circular follOI'"O : 
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CaiiDDI'l'f CIIBDIT catPO:\ATIOll 

l .PERCEll!' NOTES OF SEallS E, ruE NOVl!I!B!ll lS , 1941 

Dated and bearing l.nteNat .!'roo~ Novo:ober 2 , 1939 

208 

FULLY AND t/NOONDITIOIIALLY OUARANrEED BOTH AS TO INTEREST AND PRDICIPAL 3Y TilE 
UJ111W STATES, YIHICH GUA!WTJ'Y IS EXPRESSED ON THE FACE OF EACH JIOTE 

Exe.-.pt both oa to principal and interest !'rom all Feder al, state , municipal, 
aDi local taxation (except surtaxes , estate, inheritance, end girt taxes) 

1939 
Jepart::znt. Circular t:o , 620 

TREASURY IEPAR'I'lEn', 

I , OFFERDIG OF JIOTES 

Office of the secretazy, 
i1aahifl'ton, October 17, 1939. 

1. The Secretary o! the Trea:ntr7, on behalf or the Coo:r..odity Credit 

Cor;x>ration, invi tea subocript ior.s, at par, fror: the people of the United 

States !or notes of the Commodity Credit Corporation, designated l percent 

note• of S«riee E, the 11:nount of the offerin£; under this circular t o be 

~ted to an amount equal to the amount of Series C notes of the Corporati on, 

::aturing trovel:lber 2, 1939, tendered far paynont in accardanee with secti ons 

m and IV of this circular. 

2 , The rli}lt is reserved to offer !or eoah Sllbecript.ion, upon such 

term and conditions as 1:I8Y be prescribed lrJ the Com<>dity Credit Corporation 

with the approval of the secret&Iy of the Tre&Sill'Y, an additional amount of 

notes of Series E approximately equal to the anount or notes of series C not 

tendered for ~nt in accordance wit h t he provisions of this cirCUlar. 

n . DESCRIPTIOif OF !IO'I'l!S 

1 , The notes will be dated Navember 2, 1939, and will bear interest 

from that date at the rate of 1 percent per anm=, po.yable on a seJni1annU&l 

Regraded Unclassified



- 2 -
209 

b&Sif on .. ay 15 am llove:lbor 15 i.., each year until tho principal a::IOilirt be<:o:oca 

payable, tho Nrst coupon be~ dated l~ 15, 1940. They 'Till ::~ature llov=bcr 

15, 1941, and Tr1ll not be subject to call for redeaption prior te oaturity . 

2 • . Thoeo notoo aro issued under too authority of tho act approved !.!arch 

G, 1938, (Public No. 41.2-75th Congress) as ornended, Ylh1oh providos that those 

notes shall be !'ul.ly and unconditionally guaranteed both as to interest and 

principal by the United States ; that they shall be doom<>d and held te be in­

stncentalitieo of the Governme!lt. of tho United Statne, and as IS'tCh thcY and 

the inc()OI) dorivCC:. thcre!rol:> shall be except. trccn Federal, Stato, r::u:'licipal, 

aJ¥1 local tax.ation (except surtaxes, estate, inheritance, an<: p.tt ta.~cs}; 

am that tho notoo shall be lamUl invcst:oente and 01117 be accop!Ald as security 

tar all fiduciary, truot, and ;>Ublic .rw.Io tho invcet::>ent or deposit of 1<h1cb 

shall be under tho authoritr or control of too 'Jnitod Stetoo or D1V officer o:­

officors thoroof. 

J , Tho authorizing act furtmr provides tha~ in tho ovont the Comodity 

Credit Corporation shall be unable to pay upon donnnd, whon due, t~ principal 

of, or intor<lst on, such obligations, tho Secretary of the Treasury shall pay 

to tho holder the ar.IOWlt thcr<lof r.hich is authorized te be appropriated, out 

of arc< no""v in the Treasury not other'Tise appropriat<.'<l, and tbereupor. te tho 

extent of the MOUnt so paid the Secretary of tho Tr0481ll'Y oh&ll succ<:«< te all 

the rij;hts of tho holders of such ob~ationo . 

t. . Dearer notes with interest coupono at tachcc! will be iS!U<d in denoci­

nations or ·.1,000, ss,ooo, ~10,000 and <uoo,ooo. !ho notes r.ill not be issued 

in rogietorod rom. 
III. SUlJSCRIPI'IOll AIID W.oTl!!:iiT 

1 . Subocriptions will bo receivod at tho Federal Reserve banl<s and 

branch< 
5 

ond at too Treasury Departcont, r:aahin£ton, am ohot•ld be acco..-rpanied 
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by notes or Series C tendered tor payment, to a par o:oount oq\131 t.o tbe par 

_...,t ot notes of Series E subscribed for. BMkina institutions generally 

21' ' 

Dl1ll aulmdt subsoriptiona for accou."lt or customers, but only tt.> Federal Reserve 

ban!t• and tho Treasury Dopartment are authorized t o act ea officilll agencieo . 

Tho Secretary of tho Treasury reserves tho right to oloao tho books as t.o wv 
or all subscriptions or classes of subscription. at ~ time without notice . 

2. Tho Secretary of the Treasury reserve• tho right to reject wv sul>­

seript1Dn, 1n whole ar in part, to allot leas than tho ~ ot notes applied 

Cor, t.o I:IOke allotmento in full upon applicat.iona tor om.llor a=ounts and to 

coke reduced allot!:lcnt.s upon, or t.o reject, applieationa tor larger IIIOOUilta, 

or to adopt ~ or all of said methods or such other oathods of allotment and 

elaas1t1cation of allotments as shall be deemed by h1lll to be 1n the public 

intereot; and his action in arr:1 or all of tboso respects shall be final. 

SUbject to these r eservations, all subscriptiona 1dll be allotted 1n tull. 

Allotment notices will bo sent out promptl,y upon allotment. 

IV. PAYJ$1tr 

1 . Paytlllnt at par tor notes subscribed for hereunder must bc code on or 

before llovcl:lbor 2, 1939, or on later allotment, and r»<1 be nadc onl,y thrOugh 

application of the pr«ee<~s of ~ of a Uko """ ....,..m. ot notes of Series 

C, r.aturing lkrrocber 2, 1939, tendered heround.or • 

V. Gl!l:mt.L PROVISIONS 

1. As fiscal agonta ot the Ullitod States, Foderal Reserve banks are 

authorbod and requested t o receive subscriptions, t.o mnke allotcents on t he 

basis and up to the MQU!lts indicated by the secretary of the Treasury to the 

Federal Roaerve bal'1ka ot tho respective districts ' t.o issue allotnmt notices' 
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to rceciw peyllWlnt tor nates allotted, to aal<c dolivory or nates on !'ull-paid 

subScriptions allottod, and they Clll' issue interim rocoipt• pending delivery 

cf tbo do!initiVG notos . 

2. ';'ho seerotary or the Treasury may at IJ.tril ti.me, or !'ror.l time to time, 

proscribe ouwlornontal. or emondntory rules and reaulat1ons govo~ the offer­

ing, vbich will be cCOllllll."l.ieated pr<ll!l!>tly to the Fedorlll Reserve bonks. 

H::llRY :IlflO!'lll'l!AU, J!l. , 
secretary of tbo Tro~. 
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PLAIN 

London 

DatEd OctobEr 16, 1939 
I 

REc d 1:15 p .m. 

SEcr£t.ary of StatE , 

1/r artineton . 

2060, OctobEr 16 , 7 p .m. 

FOR TRE.<SURlC FROI! BUTT£ RIVOR'i'H . 

~1o TrEasurEy ordErs undEr th£ defencE rEGUla tions 

~rE announcEd today in connEction with thE Canadian 

loan opEra tion announcEd Friday EVEning in canada in­

volving thE issuE of dol lars 200 million of' two yEar 

2 percEnt canadian Treasury notEs to th t Cnnndian 

cha rtered bnnks . It now oppEa r 3 that th< m~jor portion 

of thE procEEds will bE used to rEpay stErling 28 million 

3t erling bonds now outstandinG• ThE first British TrEa sury 

ordtr rEQUirEs rtsidEntn in thE Unittd Kin3dom to makt 

returns of thEir holdings of Do~inion or cnnnda 3 l/2 

pErcEnt stock 1930/50 tot ht !kink or En::;l~nd not l atEr 

than OctobEr 29 . MEanwhilE thE anlt of such holdings 

i s rEstrictEd. ThE stcond ordEr vesta in thE Briti sh 

TrEasury thEsE h oldinas at thE pricE of stErlin~ 100 . 

13s . 5d ,pErctnt (dEnlings i n thia stock on Priday YIEr< 

~t l/8 obovE thE minimUm pricE of 99) . This stock 
represents 
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represents by for thE l argest or th£ ais Canadian l oans 

quoted in London and is now rtdttmoblc on six months •. 

notice . 

Thea£ orders have nothing to do with tht t nrlirr 

Trea sury ordt r rcquirl ng registration of certain s e­

curitiES pnynbl£ in .<mtricnn ~nd Cnnndinn doll nrs and other 

currencies , tht loan in question being n attrlinc loan, 

but it rEpresents on intcrcstin3 and importnnt inst~nct 

of Dominion cooprr~tion in the mnbiliza tion or British 

ovtr~£08 as ctts z i vinz thE or1t1sh Trtnaury SOIU£ sttrling 

28 million of C:mnd1'\n cxchr.ne t o.vnil~blt for tht purchz:st 

of w:>.r rcquirtmtnts . Th£ sterling fund& 11h ~ch •rill 

accrue to hold crs in Great '3rit ~ in will tend to S\ltll tht 

fund of capital owt,iting inves tment a nG thus improvt 

conditions for the f loo.t i ng of o British wor lo:ln . 

I venture to sug.;cst thnt thE fiscal problem vthich 

such ca pital repatriations will create for C:\nndn is n 

m.-.tter <~Ell worth our nttention. 

HPD 

K£NllED'i 

Ol VI J:l 3H 

etlll il l '11) 

,. .. , ,~~~"! ·~~"~ "'' 
""' ,....~ ... '1'1 "' <0-..0 

.,..... ., .. ....,.., --.! 

Regraded Unclassified



JR 

Secretary of Stott, 

V/os h1ngton , 

2059, October 16, 7 p, m. 

PUIN 

London 

Doted OctobEr 16, 1939 

Reo 1d 1:20 p, m, 

FOR TR~ASURY FRO~ BUTTERWORTr. . 

The weakness of thE bE1gn, guild er and Swiss fr~nc 

in terms of stErling which wns r e ~ortcd in my 2003 of 

October 11 , 5 p .m. , wns cheekEd on Thursday while thc 

Norvttgi nn nnd Swedi sh Krone again depreciated on Thursday, 

the former to 17 , 60-80 and thE latter to 16. 80- 17 , 00 , All 

the off i cial rates wtrt unchanged on Friday ond on Saturday 

the of fic ial rates tor the f i vE European neutrals all 

improved slightly which thty did aga i n today. Tht r at•s 

today art : belga 23 , 86- 24 ,06, guilder 7 ,50-57, Swiss f r anc 

17 ,78-93, Oslo 17 , 50- 70, Stockholm 16, 70-90, tbtse all 

b ei ng back pract i cally to last Monday ' s ltvtl. The 

reversal in thE movcm Ent or these currenci es however i s 

regard ed mor t as a r Ef1Ection of sterl i ng ' s weaknEss i n 

Ntvt York on Friday and Sat urday than as rttlcot1ng any 

i mprovemEnt in the intErnational situnt i on as aff ect ing 

European neutr a l countriEs . Tht HEls i nki quotat i on 
dEpr ec i atEd 
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dtprto i ottd ~rom 200 on Fr i day to 205 on Snturdoy, ~htrt 

1t r tmoins todny, flh11E CoptnhD.gtn wo.e quoted 20 1/4- · 

21 1/4 on Thursday and Friday nnd 20 l/2 - 21 on 

SnturOcy end todny. 

For•vard r nt ts hD.vt rtmn1ntd unchD.ngtd ao t or 

throughout octobtr , 

Kt!INEDY 

HPD 

.. 

0 " I '1 il 

&r!!l a 1 " 

1 

as 
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~ FINANCING October 16, 19~9. 
2:~0 P•'"• 

Prosentl Mr. 
l(r , 
l(r , 

Mr. 
l(r, 

Mr . 

Duf1'1eld 
Boll 
Ranee 
I!Urgeae 
llaaa 
ltu.rphy 

ll. il. Jrl 

H. Jf. Jr a 

Bell: 

H.J,I . Jr: 

Boll: 

H, J.t, Jr: 

Boll: 

n.u.Jra 

Bell: 

K. ll , Jrt 

Burgees: 

H. W.Jr : 

Burgee at 

A couple of you.· .,.. tbema tic1ana , 1/Sth or a percent 
on 206 million f or two yeare, bow much is thatt 

About 500, 000, isn't itt 

2501000, isn't itt 

No , it is 250, 000 a year on 206 million. 

How mu.ehT 

500, 000. 

For • •.• 

••.• two years .. 

Tbe reason I asked was , Eccles was ar~ing that 
they thought we ought to do i t at 7/Sthe and so I 
eaid that I thought that a l/8tb insurance poli cy 
against risks of active warfare was cheap and be 
agreed it was and said be wished he could get the 
same insurance policy tor the same rate. 

Othe rwise , if I am correc t , it b rinG• it down to 
10.36. 

They are up 2/32nde. 

You don't ~t to make it Janu&rJ lett 

llo , for mechani cal rea eons. 

'!'be bell with your mechan1cal reaeone . 

Well, the Christmas week is not a good week. 

All right, make i t artor Janu.ry let . 

'!'bat 1a 2t month&, 2&lmontM• 
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Hadley! 

Ji, Jt, Jra 

Hadley a 

!Air geaa 1 

~lll 

E,II, Jrl 

Hadley 1 

JI, I! , J rl 

Hanes; 

H, JI .Jrt 

llur geaaa 

H. U.Jra 

Hadley a 

H. W.. Jra 

- 2 -

It figures about l6/32nda, 

A montht 

No, no t a month, 

Ie there anything about the lensth ot time that 
the corporation's existence rune with respect to 
the tinancins. 

No , that is straightened out now, 

Well, here they have got two years and 2l months , 
ono percent. 

Yea, That i s January 15th, 

There you have got 1t right the re. Two years , 2i 
months, l6/32nda . 

Wh.o. t wao tba t tiguret 

It is right at the bottom here , two years , 2l months, 
He baa got it right thore1 16/:l2nde . There 1a a 
Farm credit mortgage wh i Ch is due January 15th, 142 , 
for 236 million, 

How lons does i t runt 

\'/ell , it is a 1 42- '47 . That is three percent. 

I kind o r t.h.1nk I would be criticized a little bit 
on 18/3 2nds. Kind ot rich, 1en1 t it, Johl\lVt 

Yea , I t.h.1nk so. 

• 

Ot course, )'OU bav6 those las t two 32nda today and 
you mi.ght lose thel:l to110rrow. 

Suppoaing we d idt 

(On phone) Hello . (Tel ephone conversation with Allan 
Sproul) 1 
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!!llJr: Hello. 

Oper a t or: Mr. Sproul. 

!'~·lJr: Hollo. 

Allan 
S;>roul: Hollo , l-!r. Secretary. 

~l;Jr: How are you? 

s · Fine. 

October 16, 1939 
2:36 p.e. 

~!Jr: Look, our boys tell me nov that this tvo-year and 
Dececber 15, 19~1 C. C.C. 1a up t o eighteen thirty­
seconds prsmiuc. 

S: That• a on a one !)ercent coupon. 

F.!!Jr: Yeah. 

S: Yeah , we would check with that . 

218 

l!I·IJr: So we're now t hinking about January 15, making it t wo 
years two a nd a half months, one percent. 

S: Yeah. 

i-:;:J r: What would you figure tba t as a coupon? 

S: Tvo years two and a half months. Well, I haven't the 
exact figures here , but it would be, I should t hink, 
about a thirty-second a month , along there. 

F.!:Jr: Yeah well, that's what we t1gure. 

S: Yeah . 

h'MJr: Sixteen thirty- seconds. 

S: 

S: 

Yeah. I t hink that would go all right. 

Go all right. 

Yeah. 
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l!l~Jr: 

5: 

S: 

H::Jr: 

S: 

S: 

l"!Jr: 

S: 

S: 

!'.l!Jr: 

S: 

i!l:Jr: 

S: 

!!l~Jr: 

S: 

Hl!Jr: 

S: 

- 2- 219 

I ' m a little bit or -- arra1d or oriticiem on eighteen 
thirty-aeoonda. 

liell, I don't think you ' d ge t it in theoe days. 
You 're buying a little insurance and ••••• 

Uell ••• .•• 

••..•• you don't know What the news ia going to be 
even though your books are only open tor a oouple ot 
day a. 

I know. 

So I don't think you could be Juatly or1tic1zed, al­
though you m1gbt get some. 

Well, you're never Justly orit1oized. 

(Laugh a) 

(Laughs) Not in ~lash1ngton anyway. 

No . O!ore laughter) 

It may be all right 1n New York. 

II ell I think i t• s i .nsuranoe . I t hink the other \lould 
go &11 right though. 

Well , would you have the slightest doubts about two 
years two and a hal.tf 

No, I wouldn' t . 

One percenU 

No, I wouldn't. 

Not the slightest doubt • 
• No. 

Well, nov let -- oan you hold -- do you want to talk 
to your people a minute and I'll talk to mine n 
minute' 

All right. 
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KI~Jr: 

S: 

3urgeoo: 

t-:-tJr: 

Surgeos : 

!~urphy : 

ilurgeao: 

Hanes: 

H!·:Jr: 

Burge so: 

:-!adley: 

Hl:Jr: 

!!urge sa: 

!l!·:Jr: 

Haas : 

:n:Jr: 

- 3-

Rave you go t anybody there? 

Yoo , I have -- Bob Rouse has Just oome in; I'll 
talk to him . 

(Following is conversation between Treasury men in 
the Secretary's of fice and !IJ.t , Jr:) 

Here ie another of t hese damned iesuee . R. F. C. , 
aeven-eightho no te, Whioh matures on that date . 

On the l 5th1 

On the 15th of January, •42, yea . 310 aillion. 

Make it January lat. 

That would call for refunding during Cbrle t sas week. 

Hake it February let. 

l'lhy not February lst7 .. 
Tha t i s all right . 

Tha t is better. 

That would be t.:o and one-four t h yeo.ro. 

February lst? 
Two year s and three aonthe . Tha t ie an even quarter. 

rhat 18 bet ter. \lhat do you th ink, Kenry? 

Vell, t hat would bri ng the figure down to about 1}. 
You eee , we didn ' t get up rrom 16 t o lS on our 
figures at the l:oo o ' cloolt prices. lie were still 
holding 16. If it moves a }2nd a month and you get 
i t down from, say, 16 to 14 tor January 15th, it 
probably is all right . 

1'/ha t do you t hi.nk , George? 

I t hi nk i t i s all right. 

You? 
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Htdley: 

Hl~Jr : 

Bell : 

Burgess: 

it 'J r: 

Allan 
S;>roul: 

K!{Jr: 

S: 

:t~Jr: 

5: 

F.!~Jr: 

S: 

~~ !Jr : 

S: 

Yea . 

Dan? 

- ~ -
221 

I t hink it would go , I have no doubt about it. 

Any qualms, Randolph? 

No , it is al l right. 

(On phone) Hello. 

Hello . 

They say that there is an n.r.c. thing coming on the 
15th or January so they say onke i t two years and 
three conths - or, 1n other words , two and a quart er 
years, rebruary 1. 

v:ell , I've been tell in;:; it around here and our reeling 
is When you stretch C. C. O.' a out over two year s you 
begin to strike some resistance, and this first piece 
or financing you "ant to be sure and have it welcomed 
i n t he market enthuaie.stioally and >:e would prefer 
not to s tretch it out and to run t he risk or t he 
premium being a litt le hi gh. You're getti n& into a 
new year and while it ' s only a month or two's differ­
ence , 1t ia getting it out into 8 new year . I t hink 
your - - ! t hink your prople ere right. I ' m not con­
fl1ot1ng with the -- the R. F'. C. ' o on January , 

1 ~2 
t he t it shouldn't be on the same date . 

But you cake it Deceober 15t h and it ' s too damn ouch. 

•.:ell, I don't t hi nk t he t t h8t ' R t oo r1ch . 'i'hat's --
t oday'& figures are eighteen th1rt y-aeconda. 

I know, but 1! 1t goes up another couple t omorrow, 
1t makes me look kind or silly. 

\~ell , if it goes down 8 couple , 1 t Will make you look 
all right . That •••..• 

I n other ~:ords , I ' d look natural . 

(Hearty laughter) I -- I t hi nk t hat shor t market i s 
very firm and steady and it ~uld take quite e. bi t 
to abalte it down. 'l'hat•a •••• • • 
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!l!(Jr: 

S: 

HI·tJr: 

S: 

S::!Jr: 

S: 

S: 

S: 

S: 

Y.urpby: 

- 5 -

All right . Well now, let ' s go t o seven-eighths. 
~bat oan you do seven-eighths and atretoh it as far 
aa poaaible? 

\'/ell , I think 1t you ge t anything ou t beyond 
beyond six montha on •••.• • 

Oh. 

••... . • seven-eightha you' re spreading it t oo thin. 

I don't know. I should th ink tvo years and three 
month& ought to be all right. 

~all , I t hink it would go but I don ' t think it haa 
the insurance carry that the other would have. But 
I th i nk it would go . 

222 

You mean -- you mean another year-- you mean, you 're 
getting into 1 42. Huh? 

Yeah. 

Uh-huh. 
And the c . c .c.•a bave been oonsidered --there's some 
liking tor keeping t hem within two yoara . 

Ub-huh. Is t hat the way Rouse teele? 

Yeah. 

Ub- huh. lieU, hold on another aJ.nut e . 

(Talking asi de t o men in hi e otfioe: ) 

I wouldn' t take any ohanoea on t hat t1ret one. 

Could I ra.1Be again, l·lr. Seor~tary, the queat ion 
ot going out tor the longeat c.c. C. maturitY you 
have ever put out at a time When the oommodity 
pri oe aeourity has beoome susceptible to fluctuation. 

Have you talked to the president ot Commodity Credit? 

Yee. 'l'hey probably have their meeting on now to draw 
un resolution& on the baeia of t he rate decided thie 
morning. 
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Haas: What tr they a!'e sveett 

3urgsea: 

Hanes: 

HI!Jr: 

Mur phy: 

HY.Jr: 

Burgess: 

!!:!Jr: 

Allan 
S;>roul: 

llHJr: 

S: 

S· 

HJ.!Jr: 

S: 

Hl!Jr: 

S: 

I don't t hink lg is goi ng t o bot her you. Arter all, 
you are put ting another l oad on the market. It 1t 
goes t o a halt, 1t 1e probably a nearer guess. 

It is t he fir st thing we have done now einoe the 
war. Let' e make 1t good. 

All r1ght. 

You are tb1nk1ng or November 15th? 

llo , I 8!!1 derlnitely ror December 15th -- no, November 
15t h . 
I think i t would be a good idea t o say inside the 
bank statement t hat i t the ••• ••• 

November 15t h? 

The way we had it this oorn1ng . 

Yes . 

I t hink t hat is right. 

(On phone again:) Hello. 

Hello. 

You have won my whole orovd over. 

I oan't believe it I 

Twenty- tour and a half conths. 

Twenty- tour and a half months at one percent . 

Yeah. 
All right. We ' l l go ahead on that basis and I think 
t hat ~kse a good issue. 

Bold I 

Fine. 
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;..: ~Jr: 

S: 

r.::Jr: 

S: 

t···Jr: 

5: 

:-:.:Jr: 
S: 

:::Jr: 

5: 

tii:Jr: 

5: 

c::Jr: 

S: 

Z24 
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Goodbye . 

And on 
t hat? 
it ' s a 

the closinn or the books , have you deci ded 
1fe reel that two days 18 plenty here and 
good i dea to have a short perlod. 

l·iell, it'll be time enough t omort•ol·r to l oolt a t t he 
war ne~rs. lle don ' t have t o toll them tonight, do 
we? 

Oh, no. 

No ••• ••• 

But I -- I was thinkln& in our own minds t ba t to 
close tomorrow ni ght looks like t he beet sort or ticket, 
and these 9eople will hang boo~ unt il t he lost o1nute 
in t hese days whenever you close 

Close tooorrow? You don't t:IC &n tomorro11. 

Ho , I mean ',!ednesday . 

\/ell , that ' s -- t ha t ' s tthat I want to do , be.rrlng 
oo~e unforseen • •. .. . 

Yeah , we ' re t ogether. 

All right. 

Right . 

Pine. 

Goodbye . 

Goodbye . 
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Ranee I 

wt'• •k• 1t good, JobnnJ. 

All right . 
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TREASURY DEPARTMENT 

IN T ER OFP'ICE COMMUNICAT ION 

ouoOo\o\er 16, ltat 

z :3 o P /'1 
TO 

f ROM 
I . B. WI.., 

9CO !o!to 

MttsrlSr 218& Uta Mark" rn ot• Pn!1w 

1- 1/3 JTi o ~~= 
o. N 100, 9 t/Z"Jlt>U 

( jpr11 lMl) O.N 100.111 16/Z-...41 • 
1~ O. N 1oo.11 Z/~ 
1-1/ ef, 0,66 100,# Zt/'t>"Jlt>U 

1 72'· 11 801, 7/tf, 0,'1'0 100. 10 10/.~u 
( OO\o\1r lMl) 1~ o. '1'0 100.18 li/QA41 • 

1• 1/ef. 0,'1'0 100.36 36/Z"Jlt>U 
l•l/4f, 0.'1'0 101.1 1 p \ , 1/'3-...4 

2 JIArl 7/ef, o.n 100.10 10/Z"Jlt>U 
(Nn• bor lMl) 1~ o.n 100.18 18/331141 • 

1-l/ef. o.n 100. 36 36/Z"Jlt>U 
1-l/4f, o.n 1o1.a 1 p\, 2/3-...41 

2 JTI. 1 .... 
.,,,. 0,'14 100.10 10/33041 

(DooD'ber ltU) 1. 0, .,. 100.11 li/3"Jlt>U • 

1•1/ff, 0,'14 100.31 36/'3"Jlt>U 

1-1/41/. 0.'14 101.2 1 p ' · 2/321141 

~1/2 7Ml'l 1. o.aa 100.1'1> 13/ '&"Jlt>U 
( jprU 1M3) 0,86 100.11 ll/32AU 

1-1/ .,. o.ea 100.~ ~/3...U 

0.16 100,31 ZJ./QAU 

l-1/f/f, 0.13 101. 1 ~1a\ 
0. 16 100,30 30 za,d.1 

0 11 ..... ci.UC ,.,,., aaU1fAOW1'7 pMII1-. 

IR.H,I 
2 12'· ~1/2 801, 1. 0. 71 100.16 16/3"Jlt>U 

(J-.,. 1M2) 
\ 

... 
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TREASURY DEPARTMENT 

I'AOCUREMEHT DIVISION 

WASHINGTON 

~r l?, 19)9 

Vl!llRAIIT'QI FOR Till SIClii'Wif 

Oolcoel lloQWXld '*"' <2>1ef ll1ll tazT ""'_.,.' ,._ DniDaDce 
Do~t, Wol'Md • ~ letter 'llh1ob I reoeiwcl. lut ...W.C 
Ul&t bo 1.o ,_ p~ contnot. tor U. poarai>&M ot 2SOD 
1111w troolal &Dd 2SOD studlt-r troolal ba'fiJic '*I*Oiv ot 
S •trio t.ou • 

Wi th b1.o ~ttoer wu truaitt.d prioN Ul&t 1I01Il.d ba offond 
~both propoHd ocmtr.oton, with Ul& nquMt Ul&t be be ad­
<rieod it tbq wro oonai.derod roeeonablo. 

1bo prioN •ro cbecked 1n tbo Pro....-t Dl.mioJl &Dd 
Colonel .Jem> •• Wol'Md Ul&t tbeT ro ooneide....t rouonablo 
by th1.o omoo. 
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ColoDel ...,wad .....,, au.! lUll~ ""«'_.., ,_ Ordlllmce 
~t, tnto....S • by J.nt.er 'llfdoh I reoe1-~ a •nc 
that he 1a ,_ ~ eonvaew tor tb& poarehua ot 2,ao 
llbiw - - ~ ~ truclal ha'l'ifts •paotv ot 
s .nne-· 
Witb h1a J.nt.er _. v.-1\t.acl ~ \11&\ -w be ottare4 
by botb PiOpoead eootnc!Wra, witb \II& ... ..,..t that he be ..S.. 
'I'iaad 1t they .... CC>II&1.dllncl -ble. 
1M pn.. - oha ·- 1a \II& Pro-\ lll'f1.a1all ..., COl-' .,._ _. tnto....S tba\ ~- ..,.,., , ed rMI -ble 

by tb1a om.. 

D1nnor ot Pro t 
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EO 

SEcrEtary of StQtt, 

WQsh1ngton . 

2499 1 OctobEr 17, 6 p. m. 

POR TJIE TREASURY, 

GRAY 

Paris 

DQttd OctobEr 17, 1939 

REc 'd 3 :49p.m. 

As a prEliminary and urgtntly advoeattd movE 

toward faoilitating a mort ntarly norcal rhythm of 

thE country's industry and coumtrcE and onE thE 

importancE of which CouvE dt YurvillE strEssEd to 
third paragrBph 

us in convErsation Vour tEltgram 2445 , OctobEr 12, 

B p .m. ) 1t was announcEd this afttrnoon from Dnl ad1£r
1
s 

officE that n numbEr of mEn would bE rtlEasEd from 

military sErvicE for thE timE bEing. ThosE to bE r E­

lEasEd trom OctobEr 20 includE noncommissionEd officErs 

nnd mEn of th£ class of 1909 and suboEQUEntly thesE of 

thE class ot 1910. In addition a largE numbtr of rE­

sErVE officErs whosE prEsEncE wo.a rEQUi,rEd during tht 

diffi cult o.nd complicatEd proctas of gEnEral mob111za­

~1on o.rt likEwisE (•) to thE dEmobilization. ThEY 

will of coursE bE subjEct to r tcnll to tht colors at 

any t1mt , 

( END SECTION ONE) 
BULLITT 

HPD 

(•) APOrrcnt omission. 
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Secretory of StatE 

1'/u bins ton 

GRAY 

Par1a 

• 

229 

Dated October 17 , 1939 

Rro ' d 1 p ,n , 

2499, October 17, 6 p , m, (SECTIOII T-10) 

A c!tcrE£ published in the JOtlR11AL Ol"PICIAL today provi des 

that in countries to be dts i gnatcd by nrrett of tbt ~!inlster 

of Fi nancE expend i turEs of thE French Covcr~cnt will bE con­

tracted for and approvEd by an official specially appointed for 

the nurposc by tht Prim£ l.!in1stcr , In tht ''•"'·- ''untrl.cs the 

post of CEntral Disburs ing Officer will be crutcd for the 

cashing of orders for paymcnt issued by the aforesaid official , 

The AGENCE ECONO!I.Jf,UE · reports from Geneva that " n Egotia­

t i ons have begun" for the issue of Treasury notcs to the valuc 

~r 200, 000, 000 Swiss francs to bt to~en up by the banks to de­

fray mobilization costs and that a nediu~ or long ttrc loan 

will be 13suEd when the situation of the money marltEt bas bE­

come clcorrr , It is addt d that the amount of hoarded capital 

in Switzerland still r Emains substqnt1al , 

(END SECTION T'.IO) 

BULLIT'l' 

NPL 
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Secretary of State , 

Waahi .ngton. 

GRAY 

Pari a 

Dated October 17 , 1939 

Rco 'd 4:32 p, m, 

2499, Ootob<r 1'7 1 6 P• m. (SECTION THREE ) 

Tht statement of the Swiaa National Bank dattd 

October 14 shows an incrtasc of 16, 000, 000 Swiss tranos 

1n gold holdings to a total of 2 , 426, 000, 000. Rold1ngs 

of torei;n currEnciES i ncrtastd by S. 3 million francs . 

ThE notE oi~oulation dtcrtnstd furthEr by 29 , 000, 000 

france to total of 2, 014 1 000, 000, Ratio of gold covEr 

to demand liabilitiEs 38 ,93~ . 
~1 sEcuritiES markEt dtvtloptd a wtnktr ttndtncy 

today nppnrtntly influEnced 1n some mcaaurt by indica­

tions tbnt th£ German army is about to undtrtakt rxtcnsivt 

offensive optrations 1n thE wcot and by r tccnt German 

eu~rint aucctasta . Rtntea wtnt down about on< tranc 

end moat voriablt rtvtnut stcur1t1to ahow<d modtratt 

loaae:o . 

( Ei~ oP ~s~El BULLITT 

EI'B pr !I ll 

r 

Regraded Unclassified



PARAPHRASE OF '1'EL!OIW! SENT 

~ American !mbaeer, London, 

DATE: October l?, 1939, 9 p.n. 

NO.; 1239 

England 

The fcllovtng il for Butterworth'• inforaat1on from 

the Secretary of the Treasury, end 1t 11 requeeted that he 

repeat to the Amer1oan ! mbeaaiea at Parle and at Berlin 

by mail . 

On behalf of the Ooamodity Credit Corporation, the 

Secretary of the Treasury announced on October 16 a plan 

tor refinano1ng outstanding 206 million dollara of notes 

Ser1ee 0 of the Corporation, which mature on November 2, 

1939. This refinancing will be done by of fering tor eub­

ecrlption at par notes whloh >nll be designated •one percent 

notee of Series E•. 

Subscriptions in oaah will not be received. However, 

an additional amount of the new notes 11a7 later on be offered 

for cash, to the extent that the matUring notes are not 

offered tor p&JWent with the proceede to be applied in pay­

ment for the new notee. 

November 2, 1939 will be the date of the notee of 

Ser1ee 1 . fbe7 will bear interest from that date at the 

rate of one percent per annum payable um1-annuall7, on 

the t1tteenth of May and the t1tt .. nth of lfon abar. The tint 

coupon on thaae ,notu will cover ~period of el1gbtly more 

than 
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than a haJ.t rear. Nove11ber 15, 1941 1e the aaturlty aate 

tor the notee. Prior to ~~atur1tr ther will not b e eubjeot 

to eall for r edemption. 

The United Statea will tullT and unconditionally 

guarantee the notee both "' t o intereat and principal . Both 

ea to principal and 1ntereat the notea will be exempt troll 

all taxation - Federal, State, municipal, and local - with 

tha exception ot aurtaxea, gitt tuee, inheritance and 

eatate taxee. 

Announcement wae made today by the Secretary ot the 

Treaeury that a t the oloee ot bua1neee on Wedneada7, October 

the eubaor1pt1on booke tor the above offering will oloae. 

E.t.:LWW 

HULL 
(FL) 
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Mr. 

L:urphy 
Li ndow 
Tick ton 
HST\8 

-

--
: 

··~~--

Regraded Unclassified



TREASURY DEPARTMENT 
~3 3 

INTER OFP'1CE COMMUNICATION 
OORJ'IDEIITI.U.. 

DATC Ooteber 17, 1939 

TO 

,.., .. 
SubJect: 

8eore~&r7 enthau 

Xr. Bu 

Ourre. t De'relopaen te 1n the High-Grade Seouri uea 
Xarkeh 

(l) All -tviUee ot 'h'eaeur)' uovit1ea gained laat 
week. !he &'rerage 7hld ot all long-ter~~ 'h'eaaurr 

bond• 4eoreaee4 troa 2.67 percent on October 9 to 
2.62 percent en Xond&J, October 16 (Chart I). 
Chart II ehove the net price changes, 67 aatur1t7 
olaeeee, einoe June 5, when long-term Go'rernaent 
eeouritiee eetabliehed their record high. All aa­
~itiee are nov oone14erabl7 higher in prioe than 
their war oride love, but no aatur1 tiee ha're r.­

CO'rere4 in tull. 

(2) B1gh-gr&de corporate bolide continued to &dY&nce. 
!he 'l'reaeurr &'rerage at high-grade corporate bond 
7ielda etcod at 3.16 percent on Xond&7, Ootober 16, 
ae OOIIJ>&Hd .v1 th 3.21 percent on October 9 
(Chart I). Jlew corporate tinanoing during the weell: 

wae confined to one .. all iaeue. 

(3) Xbnioipal bond prioee laat weell: experienced the 
ebarpeat riae in ae'reral aontha. 

(5) 

Ana17a1e ot the recent etat .. ente ot nine or the 
large at Jln Yorll: Oi tJ banll:e ebowe etr111:ing 41rte,_ 
enoee in the wa7 their tunde were in'reeted (Obarte 

III ud IT) . Ot the o1De banll:e , three held aore 
tbiii !50 oe11te in oaeh per dollar or depoaite . C&eh 
ud Go'rernaellt .. curit1u ooabined ranged rroa 69 
oente to SS oente per dollar ot depoeite. 

Br1tieb ooneole oloeed at 64-3/4 on Xond&J, 
October 16, ae oa.pared with o3 a weell: pre'rioual7• 

'!'be epread between the Jield at ooneole an4 tbe 
71eld ot loas-t•~ United State• Go'rernaent 

acnr ba.olt to the lenl or laat Karch 
• rreDOh ) percent rente• reached their 

=r-:~ .... 0 e1Doe Bept .. ber 8, olodag Xond&J at 
te a )'1eld or 4. 38 percent. 

n1~n war loan, t2.00,000,000 ot 2-7ear 

2 percent DOt ee, VDO &DD0UD084 On rrid&J• 
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I. United States Governaent Seour1t1ee 

All aatur1t1ea ot ~reaaur, aeour1t1ee gained laat week 
end on Monda1, Oct ober 16, Long- tara aeour1t1ee ehoved rel~ 
t1Ytl1 aore atrength than abort-tara iaauee. ~ average 
7ield or all loJ13-t ers ~reaaur1 bonde deoreaeed rroa 2.67 
percent on Monda1, October 9, to 2, 62 percent on xonda1 
October 16 (Chart I). ' 

All aaturit1ee ot United States Government aeouritiee 
are now ooneiderabl1 higher in prioe than the war oriaia 
lowe reaohed 1n September, but no aaturitiea have recovered 
the tull loeeea euata1ned ainoe the war or1aia began. 
Chart II &howe the net prioe ohangee or Governaent eeouri­
tiee b7 aatur1t1 (or oall) olaeee .. between eeleoted dates: 
June 5, the da1 on whioh loJ13-tera Governasnt eeouritiee 
established their r eoord high; Auguat 19, the laat da1 be­
fore the severe phaae or the war ori eia began; September 6, 
the da1 on which thort-tera aeour1Uee reaohtd their loweat 
level for the war or1a1e; September 25, when long-tera aeou­
rlties eatabliehed their loweet level; and October 16. 

Between June 5 and AugUet 19, there wae a elow downward 
move .. ent 1n all aatur1t1 olauee. Between .August 19 and 
September 6, there were preoipi t oue deolinea running up to 
more than five po1Dta for bonde oallable after 15 1eare. 
Short-tera aeouritiea tell b7 tar auller amounts than 
longer 1uuea, but nevertheleu auffered deol1nee vhioh 
vera large in tenu of the relat1Ytl1 narrow range of nuo­
tuation oharaoteriatio ot thort-tera ieeues. Between 
September 6 and S.pteaber 25, ahort-tera eeouritiee etaged 
eo.e reooY&l7, while loJ13-tera 1eeuea continued their de­
oline, although at a &lower rate. Froa Septeaber 25 to 
October 16, all aaturit7 ola seee gained. ~e tvo longer­
tera olaeeea inoreaeed aore than the ehorter aatur1tiee, 
but b7 no aore than a1ght noraall1 be expected. 

~e net pr1oe ohangee of different aatur1t1ee during t he 

entire period t roa June 5 to Konda1, Ootcber 16, are ehovn 

1n the follow1ag table: 

8Tbe grouping ot eeour1t1ee into the varioue oiaeaea h&e been 
done ae of Stpt•ber 1 , 1939 i n order t o avoid ohangee wh1oh 
would otharw1ee have ooourred 1D the ooJIPOa1t1on of t he two 

note olaeeee. The note ola•••• are, therefore, not exaotl1 
ooaparablt with t hose u .. d in previoue aeaoranda, although 

the d1tt erenoee are Ytr1 eligbt . 
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seoretarr Xorgen~bau - 3 

No tee: 
( Deolaale are 32n4e) 

1-3 J eare 
3-5 Jeara 

•••• 0 • • • • • • • • • • • • 
• 27 

. . . . . . . . . . . . . . . . . - 1.17 

BoD4e: 
Onder 5 Jeara to oall •• . •• 
5 to 15 Jaara to oall •• •.• 
15 Jeara and OTer to oall • • 

- 2 . 02 
- 5. 27 

6.17 

The rata on th1e week '• inoreaeed offering of !reaaur1 
bllle vae .033 peroant, aa oo.pared vlth .022 peroent laet 

week. total appl1oat1ona aaounted to t495 ailliona. Weekl1 
reporting aeaber banke 1nore .. ad their holdinge of treaeur7 

bllle b7 $61 ailliona in the vaek ended Ootober 11 while 

the Federal Reeene hold1nge deol1ned b7 a turther' 120 a1l-

11one. 'l'he inoreaae b7 veek17 reporti ng aeaber banka wae 

approx1a&tel7 aTenlJ d1Tided between banke 1n Bev York 

Ch1oago and 1n the reu.1n1ng 99 oitiea, ' 

II. Corporate Seour1t1ee 

~3 ' - ;) 

High-grade oorporate bond pr1oee oontlnued tbe r1ae of 

the preoed1ng tvo weeke, !he 'l'reaeur, anrege of high-grade 

OOJ110rate bond Jielda tell troa ), 21 peroen~ on Ootober 9 to 

}.16 peroent on Jfondq, Ootober 16. 'l'he epread betvun lonf 

term 'l're .. ur, and high-grade oorporah boD4a reaa1ned at , 5 

peroent, unob&nged troll tbe preoediag Xolld&J but it had bu11 

•• lov •• · 50 peroent on Fr1da7, Ootober 13 {Chart I ). 

'1'he onlJ oorporate offering duriqJ 121e peet veek oouiated 

of one etoQk 1aeue -- 200, 000 ahares of 6 peroent ouaulatiTe 

preterred etook ot Natiollal AutoaotiTe Fibrea, Ino. , offered 

on Ootobar 10 at 111. 'l'he prooeeda are to ba uaed t o retire 

debts inourred in the ooap&DJ'a expaneioll prograa of reoent 

7eare, inolud1ng the balanoe of 11.3 a1111one of an RJ'C loen 

&&de a 7ear ago to retund the ooap&JI7'e bank loane. 'l'be ie­

eue vae reported 011 the d&J ot offering to be &OTlng elowl7 

and aore than halt unaold. 

'l'be probll& ot priTate plaoing ot oorporate aeour1tiee 

vaa brought to the toretro11t egain, Vben preea d1epatohee 1n­

d1oeted that the Seour1t111 aD4 Exob&nge eo-iel1o11 1a OOD­

Ildering .uq11ting to Oongren that the 20-4&7 wa1Ung period 

for nn 1eauu be rlduoed. I\ i a underetood that the Oo•1e-

11on b&e not 7et taken a poe1Uon on tbla point , but 1t 1a 

blghlJ llgnitioant, it then d1epatobee are oorreot, that 

oone1derat1on 1e being ginn to &&king &ll1 ob&nge. I\ abould 
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be recognized, hoveYer , that the abort- run affect of the 
present propoeal Y1ll Yery l1iely be to reduce the amount 
ot new uaun (wh1oh a1ght otherw1ee be u.de), in anticipa­
tion of leee rigoroua requirement• in the tuture. 

III . Municipal Seour1t1eo 

Municipal bond prices laat week experienced the sharp­
eat rise in aaYeral months, The Dow-Jones aYerage of the 
yields of twenty 20-year bonds fell 14 baeia pointe to 3.09 
percent, regaining nearly all the ground loat eince the 
tiret weelt in Septeaber. Low dealer inYentorha and the 
scarcity of new offerings in the aunioi pal and other fields 
are held to be the principal featuree in th1a riae, accord­
ing to preea ooament. 

Hew aunioipal issues during the peat week totaled $10.2 
a1llione, inolud1.ng $1. 5 a1ll1ona of 2 percent public worlta 
bonde of the Oity of Hartford, Oonneoticut, aatur1ng 194o-
1959, end offered to yield . 35 percent to 2.05 percent; and 
$2.3 ailliona of 2- 3/4- percent relief bonda of the City of 
Providence, Rhode leland, aeturing l94o-1959, and priced to 
yield . 50 percent to 2. 80 percent. An active demand was 
reported tor the two iesuee named and both ware completely 
diapoeed of on the day of offering. 

IV, Ooapoeition of Aeeeta ot 
Hew tori city Banke 

Analyaie ot the Septeaber 30 etatemente ot the large 
Hew York Oity banks ehowa striking d1tterencee in the way 
their tunde were invested. Obert III above total deposits 
and principal aeaete as of septea6er }0 t or eaoh ot eight 
ot the largeat weekly reporting aaaber banke in Hew York 
City and t or J. p, Margan and CoapaJI1". The aneta ahown 
are oaeh, Un.ited States OoYernaent aeouritiee, other eeou­
ri tie a, and loan e. !he chart alao &hove, tor purpose a of 
ooapar1aon, the aa.ae data tor all weekly reporting aeaber 
banta in Mew York Oity. Chart IV above the ralationah1P 
ot eaoh ot the categer1ee of aeaeta to depoait a tor each 
ot the banlta a nd tor all weekly reporting banka in !lew York 
City, The relationeh1P ia expreeeed ae the nuaber of oente 
per dollar of depoeite which aaoh aesat repreaanta. 

Oaeh per dollar' of deposita ranged troll 32 oente, in 
the case of Manutaoturere Truet Company, to 59 oent~ ~ 
the oaae of the trYing truet Ooapany. Of the nine a • 

*Including Drexel and Coap&A7• 
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shown eeparat el y in the charta, three - Guaranty 'l'ruat 
Centr&l Hanover, and IrTing 'l'ruat -- held more than 50 ' 
cents in cash per dollar or depoe1ta. 

Oovernaent obligations per dollar or depoai te ranged 
rrom 23 oenta in the cue or IrYing Truet Coapany, to 5~ 
centa in the oaee or J. P. Morga.n and Company. IrY1ng 

vas the h1«heet relative holder or cash and 

i~~~trr~e;lative b014er or Government eaour1tie~ . It 
is to note that Morgan had the h1gheet rela-
tive holding• or Oovernaente, notv1 thetanding the raot 
( no ted last week) that th1e firm ehowed the largest deoreaaa 
both absolu tely and relatively, of Government security hold- ' 
i nga of any of the nine banks between June and September. 

For cash and Oovernaent eeour1tiea coab1ned, the vari­
atione are leee striking, the range being from 69 oente to 
gg osnte per dollar or deposita. '!'he lover figure pertains 
to Manufacturer& '!'rus t Company, and the higher to Morgan 
and Coapany. 'l'he aa1n explanation for th1e difference is 
that Manufacturers '!'wet Company had t he l a rge11t aaount of 
loan• relatively (31 oanta) , and Morgan t he amalleet amount 
relatively (6 oente) . With t he exception or the Firat 
National Bank, all of the member banks ehovn on the charts 
had l oane of at least 16 oenta per dollar ot dspoe1te. 
Firat National, with 7 cente, bad almost ae rev loana rela­
tively ae Horgan. On the other band, Firat National had 
the largest relative aaount of •other securities• , 25 c ents , 
as compared with an average of 10 cents t or all reporting 
banks in New York City. 

v. roreign Markets 

'!'he 1aprovement in the market for gilt-edge eeouri tiee 
in London 1e nov in ita eeoond week. Britieh 2- 1/2 percent 
conaole conti nued to riee during the paet week froa the aini­
•um price of 62 which bad ob1:&1ned for nearly a aonth~ and 
cloeed Monday at 64-3/4, equivalent to a yield or }.!o per­
cent. '!'be spread b etween t he r i eld on coneole and the aver­
age yield on long-term Treaaurr bonds haa been reduoed trom 
last eUIDlle.r • a peak to the level of laet March (Chart V) • 

Short-tera aoney ratea continued to eot,en. '!'be aver­
age rate on 'l'reaeurr bille vaa 2. 03 peroent on Friday, 
October 13, ae compared v1th 2.13 percent a week earlier. 

.3 ! 
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t.pro•••nt obaraoter1&ed t he Parle Bouru &leo. Per­petual J peroent rente• oloeed on KondaJ ot th1e week at o8. 50, the h1gtled pr1oe e1noo lept•bor a. 'rh1e wae equ1ya­lent to a r1el4 ot 4.,S peroont , ae OOI&JI&Nd w1th 4.11o per­coot the prortoua Koa4&r. 

fbe r1aanoe K1D1ater or C•ntGt baa announced tho t1ret var l oan, oon11et111S ot $200 a1ll 1one ot 2-r•ar 2 peroent noha aol4 at par to Canadian 'b&Dke. It 11 1ntereeuns to note that the not•• are oallablo 1n one roar, althoQ8h u ­tur1ns 111 Onl.T two rear&. The MJor portion ot the proo .. dl v1ll be u .. 4 tor retuD41ftl enoral 1 .. uu, 1llclu41nS one held 1n t he OD1ted nnsdoa. '1'he ulUute etteot ot th11 operation will be that about 190 a1ll1ona ot O&Dadian ex­obaftl• Will be aa4e aT&i lable to the United n~ tor tho puroheee ot Cana41all pro4uota. All order hu been hilled 1n London reqll1r1ns rea1danh of the United llftldoa to uke re­turne ot their hold1nsa ot the oalle4 Oanad1an 1uue to the Bank ot England, and all auah hold1nsa are t o be ourrendered to the Treaaurr at a fixed pr1oe. 

The upitude ot thh t1nano1ns operation 11 &leo 1n­terutlftl. On a per oapUa ba&1e, \hie loan 1e equ1Yalent to about 12.4 b1ll1ona 1n a oountrr with a populatlon •• larse ae that ot the On1ted Stat••· 81a1lar obaeryat1ono might be Mde ot tho purohaeea of IO'fi1'11111Dt aoourU1u bJ the Canad1&ll oentral ba1llt ( •open aarltot operatlone• ), vh1oh hf'fe aaoW\ted to about t70 a1ll1one e1noo Au.suet , oqu1Yalent to about $1140 a111.1ona 1n the On1ted States • 

.tttaahaonte 
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Secre tary of State , 

flo.shinr:;ton . 

2068, October 171 6 p .m. 

PLAIN 

London 

DGt td October 17, 1939 

Rec 1 d 1:37 p.m. 

?OR TREASURY ?ROM BUTTERWORTH. 

Tht clearing bank figures , publicat i on of which 

was suspended on the outbreak of r.ar , havE now been issutd 

f or Auount and September . Thouoh t hese two ~onthn 1 figurts 

arc not strictly comparable sine< Stptembtr 1 n art for onE 

day in tht month and constitutE the first of the war series 

which arc to replacE the customary weekly averagEs ntvcr the­

l cs s they afford an interesti ng indication of the t rend 

or banking in the first month of the war . The princi pal 

f eatures arc an incrEasE of pounds 26, 3 million in advancEs 

to pounds 1 , 011 million (thE highest since July 1929) duE 

no doubt to tht acca:nodation required dur1n6 the early 

period or war conditions and to thE fact t hat the gilt- tdgtd 

market was frozen . Deposits rose to pounds 2 , 278 million as 

compared with pounds 2, 245 111llion in August , t~hll < cash \fas 

up to pounds 267 million in Septcmbtr tht August figurt 

being pounds 233 million . Thtr£ wo.o a sharp reduction in 

bi ll 
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bill holdi ngs from pounds 279 milli on in August to pounds 

236 milli on in StpttmbEr , wh1lt 1nvtstmtnta were pounds 

603 milli on 1n ScptonbEr and pounds 599 million in August . 

V/1 th thE banks 1 ratio of bills to deposits at 10. 4 

per cent o.s comparEd 'llith 12 . 4 ptr cent in July and August , 

tht absorption capacity for Treasury bills is high, thE 

scarci ty so far as banks art conc erned be i ng dut to (a) 

tbtir lar ger deposi ts , (b) discount houses' reluctance to 

sell bills to the b3nks bEcause of the ir expectat i on of 

lowtr bank ratE , (c) keen outside bi dd i ng at Treasury bi ll 

tenders on thE part of Stcok Exchange operators and 

ins t i tut i ons , (d) thE fact that the total f i gure of t ender 

bills outstanding Ev En now 1s only pounds 533 million a s 

comparEd with s omE pounds 583 million at tht End of JunE 

1938, the tap i ssue bEing over pounds 700 mill i on as 

compared wi th pounds 306 million in June 1938 , and pounds 

570 million just beforE thc outbrtak of war and , (G) thE 

rtduction in tht amount of tradt bills . 

The fact that only pounds 30 million of t ender bills 

~crt isaued wEEkly in August means th~t if about pounds 

50 mill i on to pounds 55 million arE allot ted weekly until 

the tnd of NovEmbEr (as has bEtn done sincE SEptEmber 8) 

maturities wi ll fall short of new tenders by pounds 20 million 

to pounds 25 million wttkly. If tht Oovt rnment's wtEldy 
dtficit 

Regraded Unclassified



-3- #2068, Octobtr 17, 6 p .m. , from London. 

uef i oit runs thErEfOrE at about pounds 25 million to 

pounds ~0 milli on (SEE tht statist or OctobEr 7 pagE 

385 , which est imates an avErage or poundn 25 million pEr 

YIEEk for the half yEar StptEmbEr l to !llarch 31 nExt ) tht 

tender Trtasury bill could Easily furnish thE rEquirEd 

funds durin& thE nExt six wteks on weckly tendErs of from 

pounds 50 million to pounds 60 milli on. By thE first of 

DecembEr the incrEase in thE tender i ssue outstanding 

would run to so~tth1ng bEtWEEn pounds 150 million and 

pounds 180 mi llion bringing thE total tendEr i ssuE to 

around pounds 680 milli on to pounds 710 million. Af tEr 

DecEmber l tEnders of pounds 60 million to pounds 85 million 

would bE nEetssary to mEEt a wtekly dEfic i t or pounds 25 

m1ll1on . 

As pointEd out in my 998 , July 14 1 6 p . m., Si~on 

mentioned in July that pounds 150 million of thE thEn 

eontcm~latEd borrowing program could bE met from Trtasury 

bill Expansion and that thE tender issue was thtn pounds 

490 million. Ht EvidEntly rtgarded pounds 6~0 ~illion as 

a reasonable limit to the ttndtr issue in pEaCE- tlmt . In 

this conntetion rEfErEnCE should also bt madt to my 239 of 

Ftbruary 16 , 6 p .m., and to pagE 16 or thE memorandum of 

Junt 10, 1938 on 11 thE Briti sh f1nane1ol outlook" which 

mentioned tht tradit i on that the Trtasury bill issuE 

(excludi ng tap bills) should not go btyond pounds 1000 
ml.l11on 
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million but pointtd out that thtrt ia in fact no rtason 

why i t should not EXCEEd thi• figurt . It is i mposs i blE 

to say what Um1t is now rEgardEd an prudtnt for tht 

Treasury bill issue givtn tht Govtrnmtnt ' s prtd11Ection 

ror orthodoxy. It at,ems l ik tl:r that aomtwh<rt around 

pounds 700 million might bt rtgardtd as the limit for the 

prtstnt (rcptat prEstnt) and that potential expansion 

by another pounds 300 million, still vithin the bounds of 

orthodoxy, migbt bt btld in rtstrve for futurt contingencies. 

An imnortant influEnCE will nlso bt tht banks ' ratios of 

( cash and other liquid asstts to their deposits , a proptr 

balance of thtse ittms bEi ng ntotssary to maintain tht 

smooth working of tbt monty marktt . The f\lrtbEr factor 

of tht variat i on 1n tht tap issut which will takt placE 

as the rtsult of thE activities of the cxchangt Equali zation 

account and other GovErnment departments will also have an 

important btaring on thE actual sizt of tht ttndtr tssuE, 

T~ t prtstnt is tht Indian s~cr for thE financing 

of the war--givEn thE small maturities of tht August bill 

tenders , tht expandinG tap is sut , and thE raot that 

cxptnditurc has not ytt rtnchtd the volumt which must bt 

txpcctcd as thE war pr ocEtds . Expans i on ln th£ TrEasury 

bill issut required to mt Et tht currtnt dtficlts cnn 

thtrtfort bE comfortablY' absorbed by thE markEt at ltas t 
until 
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until Dtctmbtr . Thereafter thE Indi an summEr wil l begin 

to drnw i n with the pounds 50 million to pounds 55 million 

September tenders maturing. Though these will bt partly 

offset by tht sEasonal heavy rtct i pts for income tax etc . , 

trttl<ly cxptnd1turt w1ll a lso bE inor to.sing . Unltss after 

Dtct~btr 1 wttkly tEndtrs i n the neighborhood of pounds 

80 milli on to pounds B5 Milli on or mort art allotted and 

tht totcl trnecr i ssue pushtd up to cloat on tht pounds 

1000 million level b t f ort thE year- end, or tht tap issue 

1ncrtnota EvEn ~ore rapi dl y than in past weeks , tht 

announc tmtnt of a ••ar l oan i s to bt Expected around 

thE mi ddle o1' Novtn1ber to provide a flow of subscriptions 

l n DecEmber . 

Tht r1hole question oi: the Mtr1ta of short as opnostd 

to l ong ttl'l'l borrowi ng to finance t he >•ar has rtcEivtd 

l i ttle attent i on. Tbat Brito.i n ~y ttnd to usc the short 

~cr:n n tthod morE than i n 1914- 18 1a noas i l:llc since thErE 

would bE certa in technical advantages r.i th the managed 

monc t::-.ry system uhich i s no•1 in opt r :>tion . (I n t his 

connecti on it i o not"'1ortby t hllt Cermnny non i ntEnds 

t o inuuc no war loans) . But tor thE timE being there art 

certainly largE c.ecumulat ions of copittll r.rlait1ng long 

term 1nvtstmcnt , s s vcll as :>bundo.nt supnlits of short ttrm 

runda . rhc mobiliz~tion or ovrraroa csacts will tEnd to 
fEEd 
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reed thill furd o: i nv catlntnt enpital , Furthcrt>ort tht 

'>.ritiah like to ft El thot th<> art oont.ributing to t h £ 

· .r trfort by putt i ng tht i r nc.vi nt;s in to •:rw loon~ ~nd 

lt "OUld be foolish to \1=stt th1~ nctho<' of Expr<ssing 

the in<\lvidu<:.l' J patri otism, !1evtrthtlL>S if , )s ti:n< 

t~;o<= on , the v~rioc.s ebccl:s on ?rotit::r in.~ or.d 

infl•,ion·ry pricE riats (in,of•- G tht' "'£ efotctivt'l , 

c,r,'b1 nr1 • l'"l-. t;:1c ht~vitr t.:x':.tlo"' ·oJ ti"'t: "'robcbly 

che otr r•t:o :>t ·hich lon,;~tcr' lc- n5 ·ill t fir"t bc 

or 3 .VH'IC!l
1 

• ~:rolJor tio'l·.t£1!' gr .. "'.t..r.r ~cl'l01."~ th.'n i n thE 

1 ·.st ''"'r "ff".'l , _El l bE lr.t'Hl t to ahort tEr 1 borro· .. i nJ iT' one 

rorrn ~l"' ·~notl" Er . 

1r !.tic ·c:surt3 !"or "'orctd , .. vin"" , en t.h:: t)n£ n·nr"' , -nd 

J.,..Lc 1 1l ~c ~-u.r:"l t~ ~~-t""tr i'"'\ v 11 ..... 1 :hc:'t tt:'" ,""untlo; 

f ,r tht Covcrn."1"tnt 1s U3C , 0:1 thL otht'' , nttJ. not 'tic 

.xocct tc~ for so·::' E t i -nt . 7 oro tX-" .• ,..lt , t.c ... -.,cc i :tl dt"JOt. i ts 

in thE ~n!< of ~:os:L·n:l hioh 1•ere •. ft tur£ of t!'tt hot 

""''.r v·tr£ d.t:=> i trn trJ. or1J i n'"'ll·r to cnoourt".S E nt:\\tr'\1 b"" l -:nccs 

to r ,,,,~in i n tonJon . ThE llo.nl< oi' Engl'\nd •".icl i nLtrEo~ 
on thts• dE_>0

3
it: ,_t., hi (llltr r~tt tb·n t h E n.rl<Et r -.t c 

<hi ch 
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•·•hioh n~.s conc i dered too lol .' to "Chitvt thi s cnd. Exch:lng c 

<>ontrol could nol'l r cndtr such ~. device ouptrfluou~ so fc.r 

~3 rorci [;n b"l.::mc es nrc con<>erned . Interest """ t>lso 

p~id by the Bt>nk or Engl~nd on spec i al depon i ts of thc 

cle:.rint: b'\nlcs ::~t " l :>.t er stogt in the l~st 1.:-.r :10 " 

menns or ~b~orbing the b~nks ' surplus cesh. These s pccie l 

deposit• for~ed the b~sis of e l'>rce p~rt of the ~"Y" 

·n~ m.'\ns ~~V'\OCC C med£ by the JJO! or Englon~ to th£ 

Oov trnmtnt , '\nd •.oert com1derel1 le11" i nflot i on'\ry thD.n 

or<Un-ry \''\YO end mc:mo ~dv ,nco , though i n thrir finnl 

cr•·cot t hey ~:cr e infl~t l. on •ry o i nnc the bcnlw uounlly 

included their sptci -:.1 deponits in thE Bcnk of Englnnd 

in their c -sh b~l'\nccs . Reoort to oo~e ouch device mtly 

'Ell •H tx!)tcted tither •.;hen the Trnsury b1ll i %ue should 

be det.ltd tO b e ~pprotCil106 the liMit Of EX!)etii£nCj' 0!' ; htn 

the m~r•·ct becO'll£". s ot u.·-.ted · ith "hi s p~rticuler f'cr:n of 

lioui d ·•set , Th t ben~ ' lo·ns to tr·it "nd industry 

coul~ ;olso be G.irtctly restriote ".nd their surplus c :::sh 

t' rc •t in onE fo•···o or ·.nether . 'i'ht "'tthocls by ·.1hich 

these moves could bE hl;.>ltmtnte1 'IEI'e susgest ed in thE 

lct.tcr aug::;o:st t d in th£ b <>nl«r ' G lEttEr to t h£ HA!ICRC:S'1'ER 

:IUA<DIAl' quoted i" the fourth P' rncrn.,n of my l'o . 1926 of 

OctobEr ~th . 

'lu•ttv£r 
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"lhattvEr thE d<vicEs , thE managemEnt of the "'IonEy 

marlctt will provE Eas iEr for thE t 1mt bt1ng t han any form 

of rorotd sav1ng, sincE in th£ •natttr of war loan 

subscript ions tht Bri t i sh publ1C YrOUld find compulsi on 

distastful . But at somE poi nt it may provE ntcEssary 

in or dtr to cut consu~ption to tht lEvEl of bart 

ntcEssLtits . In any cast war financt i n thE ~odErn 

rorld 1s mErEly camouflagtd rcqu1a1t1on1ng. 

KElf'EDY 

HPD 

' ' I~ I 
·.J • :t 

,, ' ,,. ' 
-·' 
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HHJr: Hello. 

Operator: Kr. Sproul. 

!!HJr: Hello . 

Allan 
Sproul: Hello , Mr. Secretary. 

!!l!Jr: Hello. Hello. 

S: 

1!!-!Jr: 

5: 

l!l!Jr: 

S: 

Hello. 

Good morning, Allan. 

Good mor ning. 

How' e t he thing going' 

Go i ng very well. The market in the light of th1nge 
and other places think& you were generous as you 
ant1o1pated theY would 1t everything went all right. 
But it ' a going very well. 

HJ.!Jr: Yeah. Well •.. .•. 

5: 

lr.!Jr: 

5: 

l!HJr: 

S: 

!!J.!Jr: 

S: 

i!MJr: 

.. 

They quoted eighteen twenty now. 

That• e all right. I t hink I' ll tell Bell to get out 
a notice at noon announcing the oloe1ng ae or tomorrow 
night. 
I \hink that would be t4ken vory well in tbe market 

t oo . 
Good. Vall, I tb1nk I'll do that tben. 

I think it would go very well. 

Right. Well than, attar that 'e over we'll talk about 
tbe next one. 

Right. 

All r ight • 
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S: 

HJ~Jr : 

S: 

lll~Jr : 

S: 

HJI.Jr : 

s: 

H::Jr: 

S: 

Hl!Jr: 

S: 

HJ.:Jr: 

S: 

S: 

lll!Jr: 

S: 

HI!Jr: 

S: 

- 2-
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I think ve•ve go t a good etart t or it V1th this 

Well, I notice that all ot our bonds nov are 
selling above the September 6th price. 

one. 

That's right. 

~~ich ia something, 

Yes, it is. 

And certainly - - well , I haven't bad time but I 
imagine that you von ' t be eo frightened ot a t1ve­
yenr note nov tor the government . 

No, I don't think I V111, although I think vhen you 
vere considering it betore , thr ee vae better than 
t1ve. 

Hov do you reel about t1ve today? 

Oh, I t hink it's gotten to the point where five 
is 8 marketable obligation. 

Right. Well, we --we can t ake a look at 1t Monday. 

Yeah. 

Take 8 look at it Monday. 

Yeah. 

All right. I'm not bothered. The Fed. board ve e -­
though t ve vere 8 little generoua and I said, •ven, 
that1 e all right.• 

No , I t hink 1t vas the time t o be a little generoue. 

I think eo. R1ghto. Tban.k you. 

All right. 

Goodbye. 

Goodbye. 

' 
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• 

Operator: 

Hl-lJr: 

Daniel 
Bell: 

Hl-lJr: 

8: 

HV.Jr: 

B: 

l!:lJr: 

B: 

l!l·lJr: 

B: 

Hl-lJr : 

B: 

HY.Jr: 

B: 

Hl~Jr : 

B: 

HMJr: 

B: 

l!llJr: 

Kr. Bell. 

Hello. 

Yea. 

Dan • • •••• 

Yea, eir. 

Ootober 17, 1939 
11:22 a .•. 
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At twelve o'olocl< have it fixed up .that Clene Duffield 
release th1e announceQent · that we're going to eloee 
Commod1 ty Cred1 t to1:10rrov ni gbt. 

Yeah. Well , I'"' getting everything and I understood 
be in your ottice at rive minute• or twel ve. 

Ie that when I -- eli> I hAve to Ugn i t7 

Yeah. 

All right. 

Sign telegrams and sign the -- initial the press 
release. 

Five minutes •• ... • 

It ' ll be ready at that t1me it that ' a all right with 
you. 

That' e right. Tell Oene to be here • •••• • 

Yeah. 

Yeah. 
phonet 

-- be here also at rive ainutee to twelve. 

Could I tell you this While you're on the 

~.'by nott 

The intermediate ore41 t banks have 29 m1111on coming 
due on t he end or the month. 

Ye8h • 
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B: 

m:Jr: 

B: 

3 : 

HJ.:Jr: 

c B: 

HJ:Jr: 

8 : 

:mJr: 

:s: 

ID!Jr: 

B: 

- 2 - :s!, 

And or course t he market 1a excellent t hi s ~orning and 
Ben calls up and wants to sell them today. Ten months 
obligation on a fifty-five basis . 

No , I don't want him to do it. 

And Burgess and I t hink tha t they ought to wait at 
least until tomorrow and maybe Thursday. 

Tell them Thursday. 

Thursday? 

And please eometic e see 1! ve can't get thle other 
-- what do you call lt, Dunn organ1r.at1on on a 
baols that they ' re not in the carket so often. 

\/ell they're 1n the market every month tor this 
organ1 u t 1on. 

\/ell, t l:ey can -- I - - I ;x> &1 t1 vely don't ~<ant them 
to do 1t before Thursday. 

O. K. 

1/bo the h ell 1s making the market - Dunn, or I? 

\lell , he takes advantage of 1t. (Laughe ) llhen you 
make one. 

That's all right. Let hlm do it on Thursday. 

tlell I told hi m I thought ve ai gbt object h1a bei ng 
1n there whil e ve were in there, enn thougb this vas 
a ellll!.ll amount. 

I object strenuously. 

o. K. Thanks a lot. 
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lll'.Jr: Hello. 

Operator: Kr. Currie. Go ahead. 

!IIIJr: Hello. 

Laucblin 
Currie: Hello, Kr. Secretary, 

lll'.Jr: How are :rou1 

Ootober 17, 1939 
111 32 •••• 256 

C: J'ine, thank :rou, I called :rou - oh, eoClath1ng 
arose in the oonversat1on with the Boee the other 
day a.nd that 1& the poeaib1l1t;r w!IJ.ch wae being 
stressed around quite a bit ot eoae recession 
occur1ng 1n t h e tirat quarter ottbe :rear. 

Hl~r: Yea, 

C: 

IIHJr: 

C: 

Hl!Jr: 

C: 

HV.Jr: 

C: 

HV.Jr: 

O: 

IIMJr: 

0: 

RMJr: 

You know - :rou1 ve heard ••• 

He brought t hat up at Cabinet •• , 

Yeah. 

• •• Friday, I understand •• • 

Yeah. 

••• although I wasn ' t there. 

Vall I Juat - reporting to h1lll on J'rida;r morning 
that I waa getting prett:r al.anl111g ator1es trom 
OoiiJMroe and Federal Raaerva and J.ariculture and 
whAt not , 

Yee. 

And auggeated to h1l!l that we lligbt ver:r qu1etl:r 
be examining a011a ot t ba pouibUit1ea in the 
Government tor cushioning a ahoclt it it 8houl4 
ariae. 

Tea. 
And he thought it vas a good idea. 

Tea • 
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c 

C: 

)!MJr: 

0: 

:!HJr: 

C: 

C: 

1!!-'.Jr: 

C: 

HUJr: 

C: 

r-:tJr: 

C: 

I!::Jr: 

C: 

l!l:Jr: 

C: 

!lHJr: 

-2-

And I mentioned our old favorite Procurement 
again ••• 

Yea. 

And he thought that might be looked into. 

Yes. 

: s1 

help 
And I vas wonder ing i f he might/start a little 
s tudy on the possibility, if there is any, or 
postponing some of the purohae1ng of what could 
be put in the first quarter or the year •• • 

Well, we had that all set up once, you know. ~e ••... 

I remember, yeah. 

And-v1th Lubin and I'd love t o do 1t. Just give 
the old bean -- give me a chance to think bov to 
do it, will you? 

Yeah. 

I 'll ~ut it down and what we'll try to do --we'll 
get ahold - - now, MoReynolde, you ought to talk to 
him about that. 

l1oReynolde? 

Yeah, he eet up a sort of a group on that !or me. 
He worked on t hie for about two years . 

Yeah. 

And 1! I do anything I -- I 1 11 want ~~n to co~e 1n 
on it. 

Fine. I can talk it over v1th him t hen. 

He 1 a associated w1 tb you I understand. 

Yeah. He's right in the next office. 

Well Mao knows all about t his; he eet t h1s 
And :_ of course, it will be much sae1er ~o 
with you fel lows sitting in because I -- •: 
to use the purohaeing power or the Army enu 
ge t anywhere on th is. 

thing up. 
do it 
need 
Navy to 
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C: 

HMJr: 

C: 

!IJ(Jr: 

C: 

!IJ(Jr: 

C: 

HMJr: • C: 

HMJr: 

C: 

l!I!Jr: 

C: 

• 

_,_ 

Yeah, I Ullderetand the:r handle 50 peroent of tbe 
1Uppl1.. DOW, 

258 

Ye 1. II ow, talk to Mao and 1t :ro~ and Mao, and 
Lubin, and I, and 111aybe one or two people from the 
'freaeur:r could get together, I think we could do 
a Job, 

Pine, Mao would know wbat mat erial :rour Procurement 
people have on band. I mean •.... 

He knowe the ~le thing. He apent about two :rear• 
on it, 

Ob, fine. 

Yeah. 

I ' ll talk to him. 

Yeah, and I'll get around t o -- I ' ll -- Juat -- in 
a da:r or ao • 

Pine. 

I ' ll b e delighted to. 

All right, Mr. Seoretar:r. 

AU right. 

B:re-b:re. 
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Hl!Jr: Ear let 

Earle 

Ootober 17, 1939 
3:12 p. m. 

• 

Bailie: Yeah. 

lillJr: Hello. 

B: Bailie speaking. 

Opera t or: Oh, I don't believe that's the right Mr. Bailie, 
Mr. Morgenthau. 

H: :J r: No, I don 1 t ei tber. 

0 : Just a llinute. 

Earlo 
Bailie: 

B: 

EHJr: 

s: 

!!!:Jr: 

B: 

iil1Jr: 

B: 

l!MJr: 

B: 

Hello. 

Hello, Henry. How are you? 

I'm all right. How are you? 

3:15 p.m. 

Well I'm tine. I -- reading Walter Winchell's column 
1 got vorried about you. 

llo, it vas grossly exaggeraud. 

(Laughs) You 're really all right. 

Yeah. Nov your triend and .,.,. triend Randolph Burgees 
is sitting here. Nobody else ie in the roo .... 

Yee. 
And it you don't obJect l ' m going t o let hio listen. 

Yes. 
Is that all -- is that -- nre you Vbere you can talk? 

Yea, I'm all by myself. 

~59 
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:11~Jr : 

3: 

B: 

c !.' : 

~: :Jr: 

!l : 

~ : 

~:.Jr: 

S : 

r ' ' J ~ "- r: 

- 2 -

'.\ell , I've Just been talkinl! "ith h 1 m, you see. 

Yea . 

And lns t ni ght I had a talk With J ohnny. 

Yoah. 

And Johnny f elt tha t at t he very enrliect - - first 
OJ>!>Orto.:ni ty at a regular pr os a conference, wi thout 
nny notes or any s ta tement, I ought to say somethi ng 
abou t the emergency hav1nr. been , aeeed and thnt cer­
t nin ? eople be on a cor.sultant basi s and on call end 
thnt you 've done a very fine Job and t~e very f act 
t hat our Co=odi ty Cred1t has gone and go::e co well 
is an 1nd1cat1on t hat t he emersency has ~assed . 

:::xMtly. 

!low Randol:~h 1a a! tt1ne; her e , he can t allt for hlo­
self, but I believe t hat he ' s 1n complete accord on 
t :.1s idea. 

•.:el l r thinl: t~at ' e -- I t hi nk thnt ' s about right, 
Hem•y. 

You do? 

Yeah. 

And t he t 11ould be -- you see , next ThursdAy 
would be my next regular ~ress conference . 
may muff lt; I '~'Y no t do. 1t ver y well , bu t 
1 t the beat I ;:ne>r holl . 

Of course you would. 

-,or n1ne: 
I - - I 
I' d do 

And, as I say, I • d s1caply make 1 t very casual; !' C. t 
have no piece or ~ajcr in f r ont of oo, a~d say t~2. 

· · 1 • e>'?ect ''OU -,eoole tit) ha VB Dome 10n8tlr.1C !)lann 1\(i ; - • 1 ' • ,' , 
to come down when I need you; th~ t you ve done 'er~ 
valuable servi ce; hel~ed us set u~ an or ganization, 
we're functi oni ng, e t oeter~, ot cetera. 

v . •·e tha t tho - - the two !)o1nts !roo _c o , 1t ooo ms to . d T' m th1nk1n!;; about tills , I 
your point of v1ett , e n h t'1a n rroo o1ne . t hink, fro~ your no1nt of vlcw r c t.er • 

Yee..>t . 

\ 
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• 
5: 

HMJr: 

s: 
!C!Jr: 

B: 

3 : 

Hl!Jr: 

B: 

HHJr: 

B: 

!f!I.Jr: 

B: 

I!MJr: 

B: 

HHJr: 

B: 

• 

- 3-

Or tro:n Randolph ' s 18 t hle: Th~tt you want to be 
1n a :poa1t1on Where you can call on ua or people 
like ue in the tuture; ond second .... •• 

You said I didn't -- you aay I can or cannot 
cs.ll . 

So that you can. 

Can, yea. Definitely. 

That• a the first t hin& tha t you have to safeguard 
1n this -- in th is co~~ent, ond the second thing 
1a, ao aa to make 1t seem what 1t 1a, a noroal 
development. 

That' a right. 

261 

Because it aeeaa t o " 8 t he.t -- v bat people will 
try to read -- read i nto 1t 1a what you could short­
out by cs.lling 1n St ettin1ua . 

Yee.h. 

And that's the t hing that baa to be avoided. 

\fell, it I do 1 t in a very oaoual way and a sincere 
vay, I don't think that th~tt 1 ll oome up. Altho~, 
e.s I eay, I may mutt 1 t or they me.y t>~1at what I m 
saying. 

liell they're bound t o wist. 

Yeah. 

But I think putting it aa you do tbere •a aa little 
opportunity tor that aa poaa1ble. 

And it would be done 1n a perfectly normal way etter 
a auooeaatul financing. 

Well nov, Henry, let me aak you this. 

Yeah. 
In light ot that do you think tha t I should come down 
tor tvo days next week ae we've bean planning? 
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liHJr: 

a: 

HHJr: 

9 : 

i-~·!Jr: 

3: 

~~:Jr: 

B: 

c !il~Jr: 

.B : 

HMJr: 

B: 

r::.rJr: 

B: 

~~(Jr: 

B: 

~!Jr: 

B: 

~!Jr: 

B: 

- ~- 262 

All -- let oe think a ml.nute. Let me aek Randoluh 
first vhat be thinks. (Briet pause.) · 

Randolph t h inks yes . 

Well , 1t seems so to me. I have a -- between a halt 
a do~en and nine or ten •••••• 

Yes. 

•••.•• things; none of theo wha t you 'd cell say today. 

Yeah. 

For instance, I've got certain things vor ked out ~1th 
--with Ed Foley •••••• 

Yeah. 

•••••• about powers that we'd have 1n certain oases to 
buy -- buy bonds with our general fund. 

Yeah • 

I want to tell you about tha t. 

Yeah. 
There are a half a do~en other t hings that I've been 
stimulating Joe Cot ton •••••• 

Yeah. 

••••.. to get going on. 

Yeah. 

I ' d like to talk t hem over with him. 

Yeah. 
So that it would be perfectlY normal tor me to do it, 
along the lines ~~t you' re talking about . 

Right . 
And therefore 1t would be one of t hose things that 
you could oasuallY mention in your -- in your preas 
conference. 
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B: 

S: 

:::~Jr: 

a: 

::~Jr: 

a: 

( ;.:!Jr: 

B: 

HEJr: 

3: 

~::Jr: 

3: 

:t~Jr : 

B: 

Hl~Jr: 

- 5 -

Yeah. ( 

Say, tor example,•Burgeaa has been do~~ 
this week t1n1ah1ng thla tino.ncing up. 
reporting on a couple of Jobs next week 
finish ing up. " 

Yeah. 

To oake it look spaced ..... . 

Yea . 

••..•• i8 what I have in mind. 

Rl.ght. 

here two daye 
Sa1lle ia 
which. he l a 

And it t hat - - if that ae8me right to you then what 
I'll do ia I'll coo8 down and get to the Treasury 
next Tuesday morning sometime wall after ~~e halt 
past nine meeting eo tha t quest ion won't come up. 

Yeah. 

And then I ' ll hope tha t !Ire. Klotz will have some 
t i me arranged for me 11i t h you ln the morning . 

Right. 

So t ha t I can know Juot what has ho.'~ened before I 
88S anybody else. 

Are you really O.K., Henry'! 

Oh , yea . I -- there's nothin£ the oatter rtth oe. 
I-- I don't know ~ere Walter Winchell go t the 
t hing troa. No, I -- I 1 a ••.•• 

Wel l I was sort of worried by the combination or 
your -- knowing that you were reel ing rotten last 
week and then hearing t his etory, I decided t hat 
maybe you reallY were ololt. 

No, no, no , there• a -- no, I'm 
I • m goi ng to put you doun next 
tor lO:JO. 

• 

I • m nll right . 
Tueadny, the 24th, 
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B: 

HI!Jr: 

B: 

ID!Jr: 

B: 

Hl~r: 

B: 

Hl-!Jr: 

'l'bat1 e allolt. 

s •• , 

- 6 -

Well I won't arrive in at the Treaeur:r muob before 

a quart er paa t ten. 

Fine. 

All right , old tallow, I'll sea you t hen, and tbanlt 

you ver:r muob. 

Righto. 'l'hank you. 

Goodbye. 

Goodbye. 

264 
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October 17, 1939 

FOR THE SEORI:T ARY: 

This ie the announcement on the 

Ant1-He.lar1a Oommieeion wb1ob Publio 

aealth t1n&lly 1eeued after consultation 

vtth the State Department. 

• 

. . 
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Federal SecurHr J,c9acr 
l' • S. I'UBLIC I!E&LTH SERVICI 

l'aobinct,on 

FCR IIDIEDUTl RELI1Sll 
'l'uooday. Qctob_!r 17. 193' 

~66 

In accord with ita pol ic>• of mainta1nin& cloao touch vith outbreaks 

and opreed of 41aeaae in all yarto ~f th8 world in order to pr event ooaaibl e 

in~roduo~ion of pestilences i nto ~ho United Statoa , tho Public Heolth 

Sorvice haa , et t he in\~tation cf the Chineto Gover~ont, diepatched 8 group 

of three office r• to Southweatern China f or the rurpoee of studying r eported 

occurrence of a 11.allgnant diseate near the Buru border and deterolnin&: the 

aenac• to the United St stea incident to ita poattble spread t o Oriental tea-

porta. 

tho officer• aaa!gnod to thio detail are Senior SUrgeon L· L· W!lliaao, 

J r . , Sooeittl !!x:pert Bruc& lla ;vne , and Su.raeon Hiram J . Bush. Two ~r these 

officers are alroedy faoiliar with Fer Eattorn creae: Doctor William&, aa 

a mombor of the Malar>a Co~ittee of t he Health Section of the League of 

Natlona , apent several months in I ndia a few yoora ago, whil e Dr. Bruce 

Wayne waa t.or three yoara etteched to the Indian Medical Service . Both of 

theae ?!fleer• have treveled through Burma 10 t~At tho present t r ip will 

enable thea to directly continue their atu4111 into Southwestern China. 

Doctor Willia:s and his aasi~tanta wlll work 1n cooperation with the 

Chtnoto Health Service . In tlddition t<: 4oto ... 1ni~ tho neture end eneDt 

of the 41aoaae or dtaedse• prevolent 1a t ho are•• they vlatt , the~ will 

inform tho Chineoo health authorltto• ol t o the raeult• ~f their aurve7 

and adviao aa to control met hods end moaaure• · 

.. 
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TO 

rAOM 

TREASURY DEPARTMENT 

INTER OFP1CE COMMUNICATION 

Secretary llorcentbolu ~ 
llr , Ooolu'all ~ "-

DAT I Octobtr 17, 1939 

Alter ooainc out !roo t he Secretar:v• o Ottico tbio ettornoon, llr, 
Leroy-lloaul1eu, l'inancl.&l Counselor ot the i'ronob Embeuy, aolald t o 1eo 
~. He told Do that in hia conver sation with tho S&cretar:v the latter bad 
not ralood tho quooUon of tbe i'renob Oo'fan>aent opODin8 an account with 
tbe Federal Re 1tne llank of !lew Yor k &a !iocal acent oL the ~eaaur:v. 11r, 
Lero7-lleaulJ.eu bad not eentJ.one<!. tbio nbJect , ho e,q~la1ned to ""• oince he 
tholl<;ht that, tollcwJ.nc his laat converoatlon with the Seereto.ey and hia 
talk with llr, J'olo:v, thh •ttor h&<!. now been cloare4 witb tbe secretary 
Md required on}¥ aueeeent betften the law:varo and tbe world.n.c out oL 
t<chnJ.cal deta1la bJ tho Seer eto.ey 1a aniii&Dta and the J'ederal Roaeno 
Baol: of !lew York. I telephoned llr . J'oleJ, and continoed &:1 1mderatan4-
1Ilr,i; that thil aatter • • atlll under d15cueeton 'b7 Uw att.orne7e, and 
1nforced Loro;v-lleanlJ.eu to thio effect. l!e aoemo4 quite dhappointed 
and told IDt that t hh de~ -. uberraninc h1&, oinco he bed reported 
to tho French ~aeour:v that the facility waa available, and he bed been 
1natruotod oooo deyo aco t o acc ept i t , Ro atatoo that he baa this week 
been oblipd to have $3,000,000 doped tad wi th tho Jl'enoh American ll&nl>-
inc Corporation 1n lin York t o enabl e him to make certain p&)'Unts for 
tho Jl'onch Purobaolnt; Co...Uaaion f allinc due. '!'be Jl'onoh alroad:v had an 
account with thh :Bank, a a they b&YO with oix other b&nke in !lew York. 
Leroy•llcaul1eu arr~od for Ol oaaon to oJ.cn choeko on the Jl'anch ADoriean 
DaMinc Corporation aeoount (Cl ooaon 1o a 10UD4 Jl'onob:lt.n from tho l.!1n1atry 
of Pinaace in Parle !or whom I pr ocured a Bocketellor foundation fellow­
o.'>lp 1n tbio country, and who baa no• boon called to aaoht I.oroy-1!eaulJ.eu) • 
It will be recalled that the l"renob .l.aerie&n li&Jik1D& Corporation 1a oanod 
JolntlJ b:r tho CluarantJ 1'ruat, the l'J.rat iationnl B.,U: of "Booton, and tbe 
Coo,>toir d ' Ete08Pt• of Pvh . 

Loro,-.lloaulJ.au urgent ly raqueeted that I cJ.TI h1a &D1 lntor:at1on aa 
to the 7e41ral aeeerTe account as soon •• pottible . 

C O NFIDENTIA; 
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TO 

,FtOM IIIL'. Ooobraa 

TREASURY DEPART ... ENT 'IAlV 
INTIE:R 0FI'1CIE: COM!oiUN ATION ? \ 

STRIC LY CONFIDENTIAl 

268 

IIIL'. bolol MaUOJ>M \o .. ill a wl~De cOIITeroatioa at -·30 ~. 
afteracoa \bat lluon. l'aruoa .X 11 tloq (\lui ohippiJlc people) hoi4 reoe1n4 
a callle froa \lleir I.oa4oa ottloez 0 11illlat17 ot J oo4 4eolreo 70'1l opaa 
.clal ..,coWit Je4eralllo...,... lleDit ot -Tori< Uulir -·· h repl7 ~ 
l(r, IDolol'o ~. I otate4 \bat I - ot ao DepUatioao f or tM ~ 
l"l: or aa atCOWit w1 \1> tM Jeteral llo .. rn Back ot - Tori< ill \lui - ot 
tM Br1Uollllilllot2'7 ot Joo4. 1 woDII.er U U..re NT haft b- - leal< 
1a I.oa4oa Which haa l o4 \o tM MD41DC ot ~. oalll•c:r-
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oaoo P ICSE'l'IBO Ootober 17, 1939. 
9 t4S a .m. 

Present! llr. Bane a 
Oaeton 
Burges a 
Smith 
'l'llompaon 
llaae 
Bell 
Viner 
Graves 
Harris 
Cotton 
Stewart 
R1etler 
Cochran 
Dutt1eld 
Foley 
White 
Klotz 

Smith I 

Burgees : 

Smith I 

H. lot. J .t'l 

Smith I 

S. II , Jr l 

H, !i, Jrl 

Burgs sa l 

llr. 
llr. 
llr. 
llr. 
Yr. 
Mr. 
llr. 
llr. 
Yr. 
llr. 
llr. 
llr. 
Mr. 
llr. 
Ill'. 
llr. 
lira 

My underwri ters haven' t paid me. 

I have offered to pay. 

You know I had underwri tara 1n th1a , 

I know you di d . I can 1 t rem0111ber whether I 
aha red this (indicating coin) with anybod:r or 
not. 

lio , you are a speculator . 

Well, I am glad to know that the A. B.A. holds 
interest t or i ts members , I will next expect 
them to send a memorandu!ll telling us we are 
not charging enough on Postal Savings accounts. 

You are not 'tlbatT 

I will next expect a memorandum t'ro<l A.B. A. • 
American Bankers As s ociation, that the Treasury 
ahould increase the amount or 1nt aroe t 1t pa:rs 
to Postal Savings aooounta . 

Well, there is a lit t la 1 shenanigan 1 abou t th1a, 
Tbe approval or the A. B. A. - their motbod was to 
get one tallow a tanding 1.Q a corner. 

:cs 
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Smith I 

H,IA . Jra 

'l'boiiiPeona 

H.M. Jrl 

Tbot1peon1 

H. M.Jrt 

Belli 

H. li . Jrt 

Bell i 

H, lol .Jrt 

a .... , 

H.U. Jrt 

Heaat 

Belli 
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J. beauti tlll job was done , bowner. I didn ' t intend 
to tell you that , 

Well , I a pprec1a te tho quarter. 

I am aorr,., but I bad Nr. Bcclea over at 9tl5 and 
that ia why I am a little bit late all around. I 
think we will go fairly fast tb1s morn1ttg, 

Tbompeont 

There was a little itea 1n t he Conaresoional Record 
yee t erday. It was the news that eveeyone knows , I 
eee, that Senator Pit-.n baa presented an a.endlunt 
to the Neutrality Bill. 

Yo a. 

I ba ve three or four little things bore for your 
dgnature. 

(Dhcusa1on of f tho record) 

Dant 

This ia the letter to the Secrotaey of Agri culture 
approving the iaaue ot t hose Commodi ty Credit notes. 

Will you ca~~e 111 here about tive minutes to 12 t00t 

Yes , air. 

They bed a very good reception laat night . 
quoted a t 16 to 20. 

Mercury was quoting a t Wbat t 

Si.xteen. 

I thought you were below that . 

It was 

t Collecting i t , t hat is what it No, when you star 
waa. 
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H.M.Jrs 

Bell i 

Grave as 

i! .li.Jrs 

Cottons 

H. t! . Jrs 

Cotton: 

H. M.Jrs 

Cotton s 

H. !i . Jra 

':/hi to I 

li . U,Jrs 

White s 

H. ll ,Jrs 

Whites 

- 3 -

What 1a the Fed going to Clot 

I don't know, they haven't tole! ua yet , 
probo.bly toll you thie aftemoon. 

An)'th1ng else? 

That 1a all . 

Haroldt 

Nothing. 

Cot tonT 

Z11 

They will 

You were rigllt about the Foreign Bondholders • Pro­
tective Council. There was no federal legislation. 
It was formed at the invitation of the secretary or 
State and Secretary of Treasury and Chairman of the 
Federal Trade Commission. 

Could you give me a lit tle history on itt 

Yea . 

Bow nNch money they have got , who they represent , 
et cetera, Could I have 1 t tomorrow morning? 

Yes , sir. 

Barry? 

You cay ba ve noticed the lira t trade ro turns for 
the first month of the war. They are published, 
They show an increase over last month of 15 percent 
and an increase over tho comparable month of last 
year of 15 percent. 

What month? 

September over August. 

Exports? 

Exporte alone. The import figures aren't in yet. 
The exports were verr heavy during the last ton 
d~a which more than mads up the lou during the 
tirat art or tho month. The exports to Canada 
aDd th~ United Kingdom were substantially greater. 
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France had onl.y half' and Germany and Poland, and 
eo on, had no thing , 

Hasn't that aurpr 1aed overybodyT 

I don't know, They expected the first month' s 
business to drop off and it did d rop off during 
the firs t twen ty daya . V/hether the last ten daye 
ia indicative of somethina special, sueb as cotton, 
we don't know yet. We don't know whether the 
cot ton was the consequence of that deal or whether 
it fta regular cotton, but 100ra cotton l eft 1n the 
last ten days , You can't tell yet whether it ia 
part of that barter deal. 

Anything elseT 

That 1a a ll. 

~7 I ask, Harry , are those figures that we ge t 
from Nobl e, do the7 come every day or are they 
weekl y , monthly , or what a re they! 

They come every day, partial figure s . Every ten 
da7s we get more nearly complete f i gures. Very 
c l ose a fter tho close of the month, within a few 
da7a , we ge t almost oanpl o t e f1gure e. 

They a re not published because ... . 

No , not a t all. 

!loble seemed very a.nxJ.ous that the)' be kept con• 
!ldentialo 

'!'bey J~ t l i ke to get out the first news on it, 
na turallT• 
I d i dn ' t know but wha t it might be some other 
reason. 

Sasilt 

Jua t 1n 
nf1rma tion of what Whi te said, I was 

co turda1 afternoon wit h cairns. 
ove r to the docks ~a study on the - what some 
We went over to ma e a were there end I never 
of the Cuat(lll1a pra~tica!t tbia t ime with cargo 
aaw ah1ps ae packer ~1ch was, or course, war 
1n mT li.fe, ndonfe o the first time 1n history, 
- terial, an or 
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a pplea we:re &hipped on d e ck which 

never heard or being done ~tore . 
barrela on deck, 

What countcy were they going tot 

I b&ve juet 
'l'bouaanda or 

'l'bey wore going to England, I don ' t know What 

they will be like when they get there. 

Duebeaa County applest 

Probably V1.rgin1a , I think . 

They a:re using tbom instead ot aandbaga . 

I waa vecy curious that they should pel'll1t the 

purchase of apples unless they were con t racted 

tor ahead or tjme , because the apples aren ' t 

v i tally n ecessary for war. 

Says whot 

All excep t Baldwlns , anyway . 

!larry, one o. da:r 1a n oceaaary. 

The se prejud i ces that t'loo.t around here. No wonder 

lla.rl'J Byrd and I are nat on our baeka , 

Oot ~ other newat George? 

(Mr. Haas handa report to Secretary) 

You tellows (Viner, Rietle r and Bur s eoo)Y 

Burgees , do you want to come and see me at ~:GOt 

Well , I waa tb1n]d.ng or get t ing an early a fternoon 

t:rain. 

Well, it 1a really the !irat time I can see you. 

3 : 00 1a all right. 

Ien' t; tho 4:00 o'clock the best train? 

'Dla t 1a all right . 
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You could count on th o 4100 o' c l o ck . 

Veey good , 

~t 1a really t he f i rs t time . I though t i t 
1om Smith woul d come i n at 3 130 and the t hree 
"E ' e" coul d have wha t waa l ett a t 4 : 00 , 

The Federal Reserve Bank or llcw York yesterday 
announced that they woul d no l onger gi ve out 
word of go l d engagements a broad, Allan Sproul 
t e l ephoned me to t h i s effe ct on Friday and I 
r a ised the que a t i on then as to ... he tiler they are 
go ing to continue to gi ve out wo:'li as to gol d 
arrivals , a nd fran the preen story it " a s in­
d i ca ted that they are go1n& to g i ve those out . 

Well, the point I raised , we went in to that , 
Harry once befor e , and I don ' t see why we Jus t 
don ' t take up the question with the Federal 
Res erve of New York tha t they just drop tbe thing 
enti r e l y and rely on t he Department of Commerce 
to annou nce i t once a wool<. 

I thi nk 1 t •JOul d be the i deal t ime nor: , now thn t 
the e!J1p 1 s manife s t s a ro not beinl; l!lllde public . 

I think t he t hree "E 1 a" would be willi ng to think 
t ha t over f or 24 hours . 

'lie d i d . We tholJ€b t we concluded thAI t . 

Wel l , t he Secret a ry s aw tho 'l!ler•o thio cornizl6 . 

lly thought i s I don ' t see' wl~ the Federal ot 
New York should gi ve out any s tati8ti ce and just 
l e t the news come rron tho Depar~ent of ~reo. 

That was our decision. 

~·ell l et tbe t h ree "E • a • tako a l ook at 1 t and 1f 
it 1~ all right , le t ' s a sk them formally , and I 
think 1f we decide t o do 1t , I would t tc l ! t t~~eir 

d 1 R 8 vo Boa rd of \losh1ne;t on o g 
Fo e~~on esVI~ f e el that the leea p\tbl1c1ty now the 
~=~~er . ' Why not just l et tho Oopar~e~~8o; Commerce 
do it t 'l'he:r d o i t once a week, don t y 
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Yea , a1r, 

That 1s enousJl. ~ all thio multipl1eityf You 
read i n the paper about three times the same ship­
ment or gold, Peopl e think , "My God, look at all 
the gold that is coming in. • 

The simple way of handling i t would be to get 
another meeting or that same group this afternoon. 
I am sure that would be the decision. Then it 
would be easier to ask them to do it, 

Who ie on the group! 

Federal Reserve Board and Department of Co:nerce 
were at a meet ins. 'fie can get tbe ume oen down 
bore and with the added 1mpetue or tbe war situation .. .. 

John, would you get that group for me! 

Yea. 

You willf 

Thi s afternoon. 

It isn ' t a ~~~&tter of minutes , today or tomot•row. 
Are you going up tomorrow? 

Yea, I 11111 gOing tonight . 

You ean do it today. 

Y Bar-, •ou make the appointment . · ea , aure . . o~ <~ 

unee three t1mea the I can't see any reason to anno 
aame shipment of gold. 

That ie wbat i t ""'ounte to . 

Anything elaef 

No , air. 

Edt 

llo. 

• 
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I!' you and Hanes wil l s tay a minute a!'ter this , 
I want to talk to you two , 

C&n you gi ve Kintner a do. te anywhere 11\ the n ear 
tuturef 

Not today. Incidentally, d id he (Wr, Gregory) 
break faith or didn't he break faithf 

He called me up and told me that he had conrirma­
tion, so that as f ar as the record goes , h e didn ' t 
break fai th, but I have got a010e mental reserva­
t i ons. The !lew York 'rices was quite hot under tha 
collar a bout i t last n1.l)\t a t lltidnight . They 
claimed he had broken f ai t h . 

\'/all , he put it on the Federal of !lew York. 

That b r1gbt . !le called mo and sai d that the 
New York • .• • 

(To !~r. Hanes) Brazilian gold. 

Ho said h is New York offi ce hnd b een able to con­
firm 1t through tho Federal Reoerve Bank of !lew York. 

You see , it was an o!'!'- the- record story and he 
broke i t correctly . That is the one I t old you 
about (to l!r, l!anes) • Basil Harris 1 pal, Clarence 
Linz, getting so nasty yesterday about the Presi­
dent and everything. 

I don ' t know him. 

Be knows :rou. 

fiell , t hat is between the Tribune and the Times . 

Tba t is right . 

Anything e l sef 

That is all . 
on Bell ' s i dea t o g ive that 

Any repercussions 
out as spot newsf 
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I think he got one telegram. 

Before l got my telegram we marked 0111'& eonf1-
dent1al and the memorandum in Kanao.a C1t:r, that 
ia 1n the atreet , '!'bey bad the complete details 
before the circular had evan been mailed and they 
wanted to know how eome. Our w1rea got crouad. 

I wanted to give it out aa apot newa and Bell had 
it set up for thia morning' a ralaaaa , but l thOUS)lt 
eve rything baing ao abort and ao oo , wo 110uld get 
it out on the Dow-Jonoa tiel<er and th&n every• 
bod;t 1n l!ew Yorlc C<)uld ad viae t heir cuatomera, and 
i t gave thee Juet an over-night service , that ia 
all. l thought it -• a good idea. 

I know it was a good i dea. 

It Jua t gave the tallows 1n New Yo ric a chance to 
noti fy their custoalera tbe night before , that 1s 

all . 

That was all right. 

And i f we beat the Federal Reserve to tbe gun by 

t en minute e •••• 
we cautioned them so cara tullY to lceep 1t secret 
and confidential and they bad done ~at and taken 
great care. and than i t waa all over Kansaa City . 

YOU t ell th.,. there are lots of troubles tba t the 
s e cretar:r of the Tre&aur:J Just ~·t hold dowtl· 

'ftl& t i a what 1 told then. · 

Herbert, •=~im~a"':~ ::~~w~~ ~~ r~\,!
0 

find out a i! there are one or 

~~w!eo;l:ou..;~ ~· ~ :~~. to do it, end :rau 
can call them 1n and thank thalli• 

I noticed tbe a tor:r ya aterd&Y 
I will do th&t • 
atternoon. 

I 
·- go• M" to raise a pa r aonal pr1 vi lege • f I re-
- ....., - the State l)epartlllent o a praae 

cal ved a oopy ,._ 
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interview that was iven 
reason I am eall1nggit t me 1n Brazil . The only 
because this baa been 1nJ\~boc!y'e at tention ie 
Mr. Stewart , and others a abed by Nr, Bailie , 
i a a Brazilian r eporter: a ~ ttv1ng read it. Thia 
ian i n t erpreter who epeaka o on of what a Brazil ­
know how good it i a in p ~oor English - I don ' t 
on some rathar camplicat~d geoao - or what I said 
economies is terrible Theepc~nlomitiic matters. The • cs 1a all right. 

Reporting , or what you said, Harry! 

Through three removes , yea. 

What 1a bad? 

The economics io bad. 

I know just bow you feel. Vo'hen I wa s 1n Finland 
the next dey the papers ran tha t I had 250 000 ' 
acres of apples and I was Just !Urioua. Their 
poli t ics were good . I know Juot how you feel , 
Harry. 
The number of intervi ews which I ge t makes me very 
sensiti ve , If I get another ono i t will mal<e t wo , 
you aoe . 

Harry gets them, be doesn ' t g ive t hem. 

You might tell - gosh, I almOst f orgot this. I 
asked the President how he fe lt about Coast 0\.Ulrd 
and ho said they wore doing a swell Job and be 
was von l!Ueb pleased with Yiaoaebo . I said, "Haw, 
lolr. President , you have found three di fferent 
opportunities to say no , ·~ I abouldn' t have more 
outtera. • He said yea and ho didn't wan t to go 
into next year unless be know what I would like. 
So be said get the Fisheries t ogether, Interior , 
C01:111erce - he said Interior moat likely ought to 
have a boat more or leu all or tba 1ear to look 
a fter these i slands, manned by the Coast ouard, 
Fisheries, the srun~and commerce , the eama and, 
using a s a bas i c design the 320-toot cutter, see 
whether we can get something which would please 
everybody provi ded it ia ehoap and alao that it 
could be turned out in unita, ,-ou aee , r aster. 
He sa id we might buJ..ld three or !our Loext year . 
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In addition to wba t t he Co or aevent eat 0\lard needs , s1J< 

He said three or four alt th 

~=i!!:~. t~s!i~~r~e:e~;~ iryo~~~:\~~~hins 
That brings up another question, Comaerce the 
Bureau of Navigation, wi ll probably r enew their 
request to b.l1ld a fleet for the Bureau of Jlavi­
gation if they want a mil1ta17 service, aort of 
paralelling Coast 0\lard , f or ahip inspection. 
llbat we need to do is take over the Bureau of 
llavigation. ~ould it be poaaible to reiae that 
question again this yeart 

Sure . 

It i a ve ry urgent because they realize their out­
fit ie no good if they want to build up a new 
outfit paralleling Coaat OUard. 

\'lell , do sooe t lling on this . Incidentally, thanks 
to Bell for prodding me , tho President 1s going 
to get out an iaeue on my recommendation on Novem­
ber lat. Bell kept making my life miserable and 
I did the aame for the Preaident nnd in combination 
we got it. 

All rigbt , Herbertt 

'r/e are going to hold a meeting a bout that "*tter 
Fry spoke abou t 1n his oftice at 3t00 o 1eloek thia 
afternoon. I have that chart o f the Atlantic Coast 
patrols any time you want t o aee it. 

Not todaY• 

You may have noticed the ticker this morning. Tbo 
Germans announced that the Royal Oak was sunk within 
the Soapa Flow by a submarine micb penetrated tle 
mine f ields and the nota . 

Well , we will wait for tho British statement. 

Haneat 

Herbert and I talked with 0\I.Y Belvering about 
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Ire7' • movin<! oYer bere. You re•mber lOU a eked 
me ab~t that. It 1a perteetl7 agreeable Yitb 
Ou7• I Ullderetand that llonnan baa got a spaee 
available tor. h1lll and be 1a read;r to move When­
ever we are readJ to at.J the word. 

Well , I bave got to U11nk about i t a little bit 
an1 it 70u 11111 rea1nd •• (to llra . Klotz) , I want 
to t alk to Tbolllpson • 

• 

.. 

' 
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JROWl Uerlc.an Jm"baaa7 , Parle, J'r&DCI 

llt.Dlt October 17, 1939, 10 •·•· 

NO. t 2487 

RIJS!I, 

./ 

The following i t personal Nld atoret tor the Prealdentt 

I refer to the tirat encloaurt to •'I letter d.t.ted 

October 4, 1939· I DOW h&YO tbt ton of the acroeu~t 

Gich •• conelu4e4 b7 llonnet in LoncS.oc tor coordia..ttnc: 

BriUab an4 F'reDCh eeooo::>le aeUYIUot 4uriD& t he """· 

'!be acreesa.eot co•er• .Mppiac, •lr pro4uctlon and auppl:J 

r&w materials and ~1t1ooa, food and oil. 

The llriUeb Gonromeot 1Dfont4 llonoet that you h&4 

lo41eate4 to Lord Lothian tbet you bellovod a Brltlah 

question it to be decided tonight or t oaorro• in Paris . 

S1.Dct agreement • • aebieYed b7 tbt pooli.D.C of reaoureu 

b7 \111 Brttiab and :rrencb Go•trr.JMDta, U. h the tetlin& 

ot tbt :rrencb GoTen:sent tb&t 1t el&)lt be preferable to 

~111 in the untted State t. 

tt lt ay own opl.Dioo tU.t the 110at tfflcUnt ~~~tcbanl&a 
would be to ha•• ,. Joint rranco-Jrltltb altaioD. 

:::e1 

In tbia connect ion 1 would at~ tWO ,ueetlootl 

Jirot. ar• you In a«T'"""" rro• aooret&r7 llorgont~··. 
tallt 
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\ a l.k • ith St. ~ectin on tho t hirtoooth of Soptoabor. 1 

auWH \h&t .,.,h a Join\ ahoioc wov.ld bo able to !lAd. 

the ... e aort of cooper•t106 tu ••hlncton that Wor:u1at 

race1Yed on hit Tialt latt winter. 

Second, am I correct ln thit aatuaptiout 

BUIJ.l!T. 

(OopJ) 
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Lrtt wlth Secretary wo ~83 
Eoolea • han he called on ~~nthau by GoTernor 

• rat 9:15 Oot . l7,1~9. 

Rot•rrt"C \0 tho t«lb tll&t you ha•• • - 4 -th - •• .,, r-rdlllg a 

propooal that the J'e4ora1 R08ono BaJik of Now Yo~ •• n al .o., ae e&ent or 

tho Un1tt4 Statco, opOD account• •1 t h tho Go•• t rnam t o Great Bri tala 

and tho GoYt..,.,Clt ot J'ranoo, I ha .. dUouuod th1o .. uor with tho 

other ••bora ot tho Board ot Governora. While tho low prortdea that 

the FKtt'&l Rtaene Bank, ltbea required by tbt Seot-ete.ry of the Treasury, 

•hall act •• J'1ocal A«Ollt ot tho United Statoe, u woo tho opinion ot 

tho Board that thoro would bo 00100 odnntoao in honlllJ.n& tho aottor 1n 

another -.,. It aigbt be wtser, 1Dateed or requeat.tag tbe New Yoric Bank 

aa tiac:al agent of the Unit·ed Statea to optc goTemaecul accoWltl undr­

tbe plM a~eate4, if an a.rrenga.nt were aade under wbiob t l::.e a.nt of 

lb&lud a.nd the 8aDk of France, whloh now have accou.ut• on the boot:e ot 

the Pederal RtllrYI Bank of New York, 'IIOuld uttllze auoh accounts f'or 

such apeoiel depoatta end n tb.drat~'8le ea i n the olrcuaattulcea might be 

neceeeary. Tbia procedure hae t he edv8Jlto.ge ot contonnln.g to exte.tins 

prectlce. You. tndioate-d .ome que.et1on ea to the oonrtdenttal nature ot 

eucb acooUDta. SUch aocounta n·aed be uo leaa oontil!entlal than go't'U'!l-

"'""tal acooun\0 Which J:dgll\ be opocod by tho fe4oral Reaarn Bonk ecUJIII 

ea tiacal. &&lllt ot tbe United States UDder tbl pl&D au&gtate4. l'urther­

llOH, there te no rM.BOD. why you coul4 not be •• tully and con.tiL.oouely 

adrtaect •• to eo••rn1umtal trac.aactton• h&D4lld tb~h tbe centre! bank 

a ccount• •• you would be u to trenNctiooa 1n the accounts proposed 

be oorr1o4 on \ho books ot tho Now York Bank actio& •• fiscal ageot, 

\() 

pre-

Tided the retpeotl.,.e 80.,.8 rnmenta tnatructe4 the central baoka to eutb0r1z• 

t~ New York Bank to gtTe you. the deatred tntormet l OD· I appreciate your 

dloeu••l"C tho aottor w1tb •• and will bo cl•4 to be adrtood ourren\ly •• to 

an
1 

turthor 4nalopaent• 1n connection w1 t b thla or ODJ other taportan\ .. uor 

attootln& t bo ttocal agoacy rela\iODO· 
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• 
TH[ SlCRE.TARV OF" THt: TACASU'-Y 

WA8NINOTON 

JIIII)JIAIIDI JOa !Ill PRIII!!Ufa 

Yac wUl .-ll that I II&.._ 41a- With 7"" tr.. U.. to 

t.1M 1M pooe1b1.U\7 or o~ OOOOUD\1 on bobal.t or bel.Uc•,...t 

1:0'"-"" with tM r.dooral boorft BaDk or low York u tiooal 

aa-t ot tho United stotao, 

J.ttachod 11 a OOPT or a propoMI!. lott.r to tho hderal .. _ 

Bank ot 1!011 York 1111thor1dnc .,ch Bank, ao tiocal ogct or tho U1>Uod 

Stataa, to opa a•-• tor tha Fronch Go..._\ ODd a propoood 

Wo..al otat-t to tho prooo. J.loo attachol!. io a OOPT or a 

propo- lott.r troa tho Fronch .labuador to be aont to • throual> 

tho State~· 

It 7'011 appro'" I oball proo- olOD& thoM Unea. 

lPPIIOiiDt 

Tho lldta a-. 
Gotobor 1 1939• 
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Draft. o~ letter to tilo Secreta17 of tile 

treaourx fro! the Frensh Aabyaadpr 

Retorcoo 1a aado to tile oonvorsat1ona which tilo nnancial 

Attache of tile Freoch ~117 haa had witil tile 'flo~ Dopart.­

aent witil reopect. to tile opminc and D&intenanco of accoUDta tor 

the Freoch Gonrnaomt, or Oieno1ea deoicnated 'bT it, by tilo 

Federal Reserve Bank of Me• Iork, as tiacal O&""t of tile United 

Stetoa. 

I hlovo boa'l autilorlsed and instructed b7 <13 Gova....,.ent to 

toke all tile necoaGOX7 atapa and oako all tilo arrcn6o:aont.o tor 

thO opening and Mint.liiWIOO ot ouch acCCNDte aod I 110uld 

appreciate it 1t approprieta stapo orero taken iD ordar tilat tho 

Federal Reserve Bank ot Bn York ~ open and mainteiD such accoUDto 

I "" prep&red to take up witil tile Federal Rcoorvo Bank of 

lie• York, u tiacal a&eot of tilo OnJ.t.ad Stetoa, all doteiled a&ttera 

respecting such accounts and to deeigoato the per110ns who are author­

ised b7 tile !'r..,ch GQvommont to mke po.yments or withdraeel• rro- and 

otilerri.ao to deal witil such accounts and to iDdiaate tile utent of the 

autilotil;r of ouch pareon• to act on behalf of tile Fr111ob Govero.a""t 

1n O®nOOtion witil ouch &CCO\DltO• 
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Dear llr. !arri110111 

THE SECRETARY OF' THE T•IIIC.A8U"Y 

WAaMIHOTON 

. . 

EDolo...S borewi th ia a copy or a letter date.! October 

1939 troll tho ,..,ob Allbaoaodor, ronardad to tbio Departeeot 

thro\lllb tho Secretary or State , 

/ ­
'/ 

'l'ho J'eder&l lleMrn BaDk of Rn York, u !ileal q011t of the 

ODJ.tecl States, ia boreiJT anthorbecl and clireote4 to open and aai.D­

tain aeoounta !or and in tilo ...- of the r.-cb GonmMDt. Y"" 

abould talco azq ....,.,,.....,. fUrther atepa and Mite tho neeeaa&r7 

detailed arranc-ts ntil tho li"rcleb Allbeaaodor in lluhington, or 

azq reproa111tatift daaignatecl by Ida, roapeotlni ""ch acCOUilta and 

c tho Alilbaoaador will inform you of tilo ....... or tho poraono authorized 

IJT and in behalf ot the French Go....,rnmcmt to II!Ako poyiiUlnto or nth­

draw&lo trom, and otbeniso to deal nth ""ob aooounto. 

You abould keep this Departm011t adviaod at tho details or ouch 

&rr&Di...,ta and troll t1aa to tae !\lraiab tbio Dep&rtm011t nth such 

other intoru.tion reopect.ing such acOOWito aa tbia Departmaat na;r 

Mr, Ooor&• L. Barrioon, 
Proeidellt, J'Oder&l Rooorn Bank of Mow York, 
In York, ••• York. 

8& 
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'?89 

'l't. Tl'e&nrT tocl.q 1.118t=cn.c! tbe ~ral ~- Bank o! "­

Iark,u tieeal qent o! the Treuuzy, to reoei.,. t1mc1a 10'b1ch the F-..b 

Go••n-nt will <Wpoeit witll the Bank. Tbue iMtnctioDa wer10 sent 

atter tbe Tri0u"'7 bad NOeiftd tllrouch t1110 ~at ot st.t. a letter 

troll tbe -b .blbuNdar Nr,Ji.Dg tll&t b1a ao.en..nt bod lllltborised the 

~ o! the acoouat witll the Raaene Balli<. Si.ml&r ~ ~ 

be ...S.. witll other ~ &utili lWUte e&n'7iJll Wl "'""• in tll1a 

COW:ltq. 

on. tunda are tbe ptVPBI I;) ot tbe 1"Nnch Ooft..-t, and tbe 

UTanc-z>t 1n no 'fffl!1 coatellpl&tea UfT exteNiion o! cNdit. 

wiob to ha..,.. 
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c TREASURY DEPARTMENT ?~(J 

INTER OFI"lCE COMMUNICATION 

OAT& October 17, 1939 

I"ROM wr. Ooohran 

bpor~lliC baDI<a in !lev York all4 \be Jo4orol Beeerre Bonk reported oa.le e 
totoliDC ~316,000, froa the followillt: eoureeo: 

Co-=-rc1al concerna ••• •••••••••••••••••.••••• •• ••••••••• . •• •••• SJ,OOO 
PoreiCD banka (Jh1rop4)., , •••••••••••••••••••••••••••••••• •••••• 138,000 

C 
Jederal Roaerre Bank (lor Sweden) ,,,,,,, ••••••••••••••• • •••• • • ~.ooo 
Pederal BeaerYe !&Dk (Por ita own AcoOUDt}................ . . . .. 000 

fotal :1. Jl , 

Purohlleoo of etorli~~g """unt<!d to :I.J6J ,OOO u 1D41oated bolovl 

B:r c.oiiDiro.ial concern e •• •• ••••• ••• ••••••. •••• ••••. •• .• •••..••. I. 241' ,000 
B7 foroicn bOJlke ( lnropo aD4 South ~rica) • •• ••••• ••• ••• ••••• :~. 116,000 

total :1. 363 ,000 

!be baDI<a oleo reported ~t tbe Bri tioh Control purchaoed otorllllf; ....,.t­
ill€ to lo62,000, at tbe official rate. 

IIi t.h reference to tbe eole of :1.115,000 b7 tho J'eclerol Rooerre l!onk of !lev 
York, for ito own account, 1Jl ~ report of October lOth, I eonUoi>M that lnoloa 
ha4 lDq'cUred 1f tho !reUQ17 ha4 cq objection to the Bonk roduc1"4: 1 to balencO 
vi t.h tho B&J>I< of Zngl ,,., , !be7 h<!n prooeeclecl alouc tho liDO a 110nUontcl and 
reduced t.helr balance to 1,5,000. 

!be B&J>I< of L&trta purehaeecl 20,000 co.ilcl•ro· 

We recei'fecl, t.hro'Q&h the Federal Reoer'fO B&Olt of ,., York, & roquoet fr .. 
the Central B&J>I< of .ArC'JntlnO to purchaoe $2, 5QC,OOO in tol d to be added to their 
lfll"IIIOJ'ked aceoUDt, which requeet vaa appro• ed.• 
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- Je4.oftl. le .. rn liMk of Ww tarll: 1ato.-4 'llt U..\ ~ 11t4 ..-l'Nd. 

.., .,_rte of ~ ah of pl4 for ll>l,_a\ \o U>lt OGU\>7. 

Oaa.Aa eol4 to u lllO,OOO -t of all :,. 1110Aer \1>1 au .... hrchaoe .tot. 

!bit ~ ,.. .... 1a -~ 111~ ev """~ .,ru '"' vUh \bat o-\>7 

\o paroheM lip \o 1 ,2100,000 -··of t U ...... 

Jlr, laoloo \ol.eplw>M4 .. a\ 121}0 \odq \o 11\ v.t - \he.\ \he Pederal 

le- Bull: of Ww torll: lao\ 111&1>\ 10at a c~allltcr• \o \he li,I.I, Ji'l'llle 

aoUct of ..-uoa of 1 to 11..,._ 111 \h \1>1 llaoel laaU "'""" !1'08 f500,000 

t o $25,000, Part of \he Pederal 1t f'lla4t vUh \1>1 ll, I .1. bat - a alclto\ 

t.pool t aD4 part hal beea for !Met \Mat. !bit oDUoa 11 la liM with Ula\ 

of ll'll1'opeaa 0...\ral llaab, illol.1adl.ac \hoiO llartllc l>lreo\oro oa \he ll8llk at 

llaool, la ...ao1ac llharpJ.T \heir obor\ \ora t.u.b ¥1\h \l>lli,I.I. 
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TO 

SubJect: 

Cot. 11-: 

( Cot. 5: 

O,pt. 6: 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICAltON 

&eoretarr Korgenthau 

Kr. Baa~ 

'\./11 9? 

Wheat ~~-'Oe~ee and other aarket data reported 
b:r the J'ederal &urplua Couod1tiu Oorpor'ation. 

~ d1aoount of lC to 11 per oent on aterling io 
aa1d to be d1Ter't1ng daaand tor Korth Aaeriou 
wheat to Canada. BaJ.u of iloO, OOO buehela of 
Kani toba Wheat were reported to %he oont1Aent. 

Europe 1e upected to need about 1148,000, 000 buehelo 
ot foreign wheat or flour th1a uaeon and haa taken 
6o,ooo,ooo buahlla 1A the laat two aonthe. Increaaed 
buying u:r denlop at an1 Uae. Argentine Wheat 1a 
ohlap but that 1a a long and d&ngeroue haul . 

Wheat export bua1neu troa the United Statu was Terf 
dull but Winnipeg indicated that a ta1r bueineea had 
been done, eetiaated at about 300,000 buehele. 

Argentine wheat ah1pmente, ntiaated at 2,2o4,000 
buehel• tor the week, compared with 2,931,000 a week 
ago and 639, ooc a :rear ego. 

England 1e reported to han bought 3• 700,000 buahel• 
ot wheat tro• Roumania tor 1..,.d1ate ehipment wh1oh 
will keep th1e .uoh Wheat awa1 tro• Oerll&ll7 • 

&xport nour bookl.Aga th1a week are reported •• T8r'J 
l1gtlt . 
A full 

0
argo of .Aaerioan oorn wu reported wor"kad tor 

export late Wednnd&1 to the United Ungdo•· 

Salta of Canadian wheat tor export were utiaated at 
about 100, 000 bueheU. llo export ealea of UDited 
&tate• Wheat were reported tod&1 but 1nqu1r~~1f." that 
in tor aeTeral cargoes and there 1• a poe• • 
eo•• bueineoe will be done eoon if freight apace oan 
be booked. 
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Seoretarr Korgentbau - 2 

Oot. 6: 

Cot. 7: 

Oot. 9: 

Oct. 10: 

Oct. 12: 

Shipaente ot ~0,000 buehele or oom were made trom 
Oh10S80 Thureday Tia the lakee to Canadian porta. 

Export d&lll4lld tor wheat wee extremely elow. A small 
amount or Canadian wheat waa worked laet week tor 
ehipment to Europe. Th1e Canadian wheat 1s moving 
1n British eh1pe and reporte indicate that 1t 11 
eold o.1. r . United Kingdom at a price below what ie 
quoted tor December delivery. 

Harveet will atart in Auetral1a next month and 1t 1 1 
thought that the ex:portable eurplue will be over 
100,000,000 buahela. It 11 figured that foreign 
oountr1ae will 1noreaee their aorea8& or wheat tor 
1911o beoauae or the war and high ooaan freight ratee. 

Over the weekend it wae reported that the United 
Ilngdom bought two oargou or United States com, 
amounting to about o;oo,ooo buehale. Thie oorn, which 
11 aov1ng 1D Br1t1eh ahipe , 1• telling at a big die­
count under Argentine com t hat 11 ehipped 1D neutral 
ehipe. Thie, or oouree, will divert the demand to 
the United States. 

It wae reported that England had bought 10,000,000 
buahala or wheat and flour rrom Auetralia and about 
7,000, 000 buehela or wheat from Uruguay. 

Total exports or United Statee grain• tor the week 
ended October 7 were 1,307,000 buehela. Wheat 
exports dec.l1Dad trom 572, 000 buehale to 266,000 
buehela; corn ehipmante were up from 915,000 to 
1 , 035,000 buehels. 

n our export& in Auguet ware 7o6,509 barrels, the 
.largeet tor that month 1n nine 1aare. The total a 
1ear ago tor AUgUst waa 379,000 barrele. 
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Ootober 17 , 18:Si 

aeoret&rJ Hull'• letter or Bepteaber 6th and Mr • 
• 

Wellee' letter of lapteaber lith were both returned to 

Saoretar7 Hull at the Meting IDl,Jr attended 1n Mr. Hull' e 

office th1e aorning. 

Jlote: We 414 not keep oop1u of the .. lettere; 
howeTer • 
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7 p. m • 

••. :EI4S..SSY 

RIO DE J .• :IEIRO 

207, 

FRO.~ TR£. .SIJRY , 

Your 34B, Oc tober 3 , nnd l"'tt..;r ot s~m· ... date . 

• 0 1 
,.;;) 

Pl~asa inforc t hv Fr~zili~n r.ov,rnmont thnt the ~nit cd 

Stutvs 'l'r C:J.!Jury lJ.ppr cc1 o.t4.;s thv ounf1rm!\t1o.1 r oc .:>ivcd from 

thv Br a zilian Go vor nmont, and thu Trv"Sill'Y oooumcn t:-.!1 t t hi o 

nonfi rm<>t ion of c oursv i nc l udvs t.hv author ity of ::J~nco do 

Jr' .. zil , lCti nG .lS fiscal !l""·.-nt of t.~ ... , r . zili~~n 'JO \"t.:r ru·h .• nt , 

to ~:,.nt.Jr i nto the. :::.rr::m~c..tH .. nt cont<..r.pL t"d b~· t'1 ... lc t t.~r or 
.July 1:;, 1937 f r or. t't~ Sccro:>t~ry of thv Unlt .. d S bt<.S 

.<nd modi fi .. d . Kin dl;; oot"l"' co:>•irt:. tlo:> pror;ptl:· :>:ul ~cvl.so , 

r.:.. : !.SO 

• 

:iULL 
( 'lF ) 
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