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.Ucohol Tu Unit 
Book P&£e 

o.bino-Lapedll.ra Alcobol Conapir&CTt Cluton -rondw:>. 
girt.ng reS\DIIIf of case - 10/19/)9 ••.••••••• ••• •• . • . . • 21.8 173 

Derican Sllelting and Ret1n1ng ~ 
~on t'ro>:t reqa.ircent tbat. sUTor bars retined 

by lle:d.can eube:idiaries and pu.rchaaad Wlder Sil.Tor 
Purchase Act bear stap ot Al:lerican refineries 
retuoed- 10/19/39•• •••• • • • •• • •• ••••• ••• ••• ••• •• •• •• 155 

Bwl1neaa Condi tiona 
See PurchaaiJ'Ii, OoTernMnt 

• War Conditiona 

China 

-B -

-c-

Reorganization ot gOTe"""""t reported by 111cholsonJ 
Soong w1ll T1a1t United States 1n print.e ca;>ae1ty 
tirat and wiah"" to confer with Fill - lf)~fJ9, • •• 

a ) Flit and HWr "w1ll be <leli~ted to aee h1a 1n 
capacity ot old tr18Dd" - 10~/39 •• •••••• ••• 

TransportAtion engineers: Keeahin provides copies ot 
reporte received- 10/l9/39•• •• • •••• •••••••••••••• 

Transportation report by Amorican Consulate - lf)/')JJ/39 
Aviation Uanu1'actur1ng SS.tuat.ica: Ilanes• re!NllW! or 

UorJan ('nlomaa A, - Sperry Corporation) Wonaation 
a ) Sao alao Book ~ pate 325 

llalar1a ProcrGJ klbaasador reports on make-up ot 
lll.esion - l0/21J/J9 •• •• ................ . . . . . ........ . . 

Colombia 
See liar Conditions: Latin America 

- F -

Farley, James A • 
.\alas tor contact man to succeed. Q1bbons - 10/19/')9. ... 161 

Fana Credit ' ""'ni-tration 
See FinancinG, OoTert11!18nt 

Financing OoTn..-,t 
Farm Credit Administration• Bell tells SOO.. Treaeury is 

out ot market on Co~t:r Credit Corporation notos1 
OK tor them to go ahead- l0/19/39•••••• • • •• •••••• • • • 86 

Ratund1ng ot Treasury notas uturing 12/15/39 discussed 
by 111Ur1 Hanes, Bell, Ec>ws, and Harrison - lf)/19/39 87 

Regraded Unclassified



• 

0 

- F - ( Con~inued) 
Book 

Financillg, Govemmen~ - (Continued) 
CollferenceJ present• IDIJr, Riener, Henes, Bell, Haae, 

Yurpby1 Hadley- l0/23/39••••••••••••• ••• ••• ••••••• 218 
Announcecen~ of ottering - 1n exchange for 

l - 3/8'/o Tr8UI.LJ7 Notea of Series B-1939, •turiDG 
12/lS/39 - 10/23/39 •••••• •••••••••••••• •••• •• ••••• • 

Closing ot booka - 10/23/)9 •••••••••••••••••••••• 
Foreisn Bondholders Protec~hn Council, Incorporated 

For Co~ton -=tOrondlla, - War Ccmd1 t1011111 Latin 
berica 

-G-

Oambino-Lapadura Alcohol Conspiracy 
See Alcohol Tax Un1 ~ 

Covemmant Purchas1llg 
See Purchasing, Gova.,_,t 

-!!-

llexico 
SUver: See Alllerican Smelting and Ref1.nina C~ 

Wonetacy Study 
Federal Reserve hires two special urutantat Donald 

Woodward, of lloody' ~ and Robert Warren, of Cue-
Pomeroy- 10/18/39 ••• ••• •••••••• ••••••• ••• •• •••• •• 

Peru 

a) Du!!ield lliCDIOrandum strongly urgi.na s1m1lar 
Tre~ procedure - 10/19/39•••• ••••••••••• • 

-P-

See 'dar Conditiona: Latin A:>erica 
Purchas1 ng, Oove.mment 

Reaction on general econoar;y in case of receaaion and 
alao 1n oaae o! war discussed by Treasury group, 
Frank, Lubin, an4 Currie- 10/18/39 ••• •••••••••• •• 

a) !LcReynolda uked to explain aet.-up two years 
ago under aWlar lines with particular 
roterence to shoe and woolen induatriea 

b) hank l181:10rlllduza to F!Jl eugsesting study of 
poelible otfecte em aecurit7 aarkete of peace 

-S -

StabUieation Fund 
'll'ap>er 1nquir)' w1 th regard to use to eupport currencies 

o! foreign covarnuonto- l0/l9/J9······•••••······· · · •J HWJr1 1 denial- 10/19/39 •• • •. • •• ••••••••• ••• ••• • 
b Barkle;v provic:le<l with copy - l0/l9/'J9 ......... .. 

293,309 

52 

9l 
90 
89 
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11agner, Robert F, (Senator, New York) 
s.., l!onetacy St~ 

Book Paso 

1lo.r Cont11 tiona 
Buoiness s ituation tor woek ending 10/21/39 • 

Haas mamor~•••••••••• • ••• • ••• • •••••••••• • •• •• • • 218 2?0 
CzecboslO"Takia: 

Xenned)' told amount ot u sets in !lew York u ot 
J/15/J9 and poUe7 being followed conc:orni.n;: thee. -
l 0/18!'9 •••••••••••••••••••••••••••••••••••.••••• 

Exchange markst resuad - l0/29/J9, et cotera ..... .. . . 
Porconta,.oe change in e:xchance rates, 8/21rl0/21/'J9 •• , 
F1nland: 

Loan again d.iscussecl by Procope, !ll!Jr, and !lanes -
10/19/39. I I I I I I I I I I I I I I I I I I I t I I I I I I I I I It 0 I I I I o I I I I 

a) List or conrnod.ities to be boul!ht in Un1tod 
States <lur1ns next t•elve 1110ntho attachecl 

l) Hl.IJr t elb Welles o! d.iscusnion at 
Cabinet l no great enthusilLSl!l on part o! 
:DR and Hull - 10/19/)9 •••••••••••••••• • 

Foreign Oovern:oonta, Accounts tor: Seo '1ior Conditions -
Purcllaa1n<; llission 

Frence: ( $" ""'· -?~.;..._ -.n.":- ) 
{ Dr1 Uah-Proneh) 

Plans !or illporta ot o.Uver <liscuase<l by Piluoent and 

Cochran - lO/lS/39·· · •••••••• •••••·••••••••••••••• •• 
Exchange control: Loophole problem undar oons1der~tion 

b;y Foreian Exchango office - 10/19/39 •• •• • ••••• ••• • • 
See ~~or detoilo:Book 219, pace 158 

Gorllla1V: 
C1oaring as:re=t nth Yugoslavi.a e:xton<le<l !or ono 

:rear - 10/18/391 I 1 I I I 1 I t I I I I I I I I I o I I I I I It It I I I I I Itt t 

liar Finance: Reichabank ple;ying llinor role; reSWIII of 
measures e=ployod - 10/19/)9.,,, , ,,, , ,,,,,, ••••••••• 

Great 9rita1n:l~U olo • ..,.~.-.. "''"··-) 
Beoooaic coordination <leba~ in House ot Coooaons -

10/19/)9 •• ••••••••••••••••••••••••••• • ••• • •••• • ••• • • 
Latin America: 

Fi.nanoial assistance discussed; presont: !ll!Jr and 
Treaaury group, Jones, iYolles, Feis, Collado -
10/18/39 ••••••• •••• •••• •••• ••••• ••••••••• ••••• ••• ••• 

a) Colombia1 econo~c reswod • • ••• ••• •••••••••••• • 
b) Fore1an llondhol<lera Pro~ctive Council, 

Incorporate<l• Cot ton meooranduQ- l0/18/)9 •• • •• 
JaMS told by l!UJr ot eonverut1ona nth !full and 

Welles- 10/lS/39•••••••••••••••• ••• •• •••• •••••••••• 
a) m.:Jr, .Jooos, and Welles to be caantteo to 

rehabU1 tato tinancial.J,y Latin Aaorican countries 
1) Entin aituaUon to be~- both 

public anc1 privata <lebt 
2) Plan then to be aublldtte<l to !Ill; 1l approved, 

to lfulll Pittman then to be asked •c an you 
detond before Congress?• 

76 
210,261 
Z37 
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166 
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80 

l2l 

124 

6 
17 

20 

I 

Regraded Unclassified



- • - ( Cont.1JN.ocl) 

Iar Condit.iollll - (Contimled) 
Latin .&merlcaa (Continued) 

Book Pace 

3) Co10111bl.a augcested b)' Hull u first 
country 

4) HliJr detemined to prevent ~ further 
bunglina u in cue ot Brull 

Leak in proposed Co1011bian negot.i&tiOIUI d18CilSOed 
at 9:30 meeting- 10/19/)9 ••••• •••••• • • • •••• • • • 218 139 

a) llllJr d1aouaaea with l!alles - lfJ/19/39 ••• •• 
b) Du1't1eld -ranc~u:a atter talldnc with 

Herald-Tribuna and 'l'l.lles rapresentat.ivaa •• 
c ) Duttield IIOI>OrandWil statin& that Kiplinf;sr 

also baa 1ntoraa~1on ••• •••••• • •• •• •••• •••• 
Peru, not Co1ombl.a1 to be considered• Cotton reports 

at 9:30 meeting - 10/2)/39•••••••••••••• • • •• •••••• 
Purchosing, Coverment: See Purchasing, Governcont 
Purchasing !41nion (Britiah-French) 1 

llonnet agreement• lialloo reporto to HliJr on l!ul.lltt• • reoume 
o! text aa ~'eluded in London - 10/lS/39 • •••••• • •••••••• 

Foreign Gov~to, Accounts for: again discuosed b)' 
Tr~ group- 10/19/)9 ••••••••••••• ••••••••••••• 

a ) II!IJr nnto u surance that he and Ftft will 
be kept intorwed of all act.iono 

1 ) Harrison expla1na procedure •• •••••• ••• • • • 
b) 3ccleo1 .......,rAI\clum again read 
c) Eecleo and Harri&on join group., ,,,., .• , ..••• • 

1 ) Bccleo fP.vea re""""' ot Board d1sCilssion • • 
2) Harrison admits Congress can appoint 

coaaittee to 11rtest.1gate account with 
Fedorel Reserve 

3) Herrieon opposes exclusive account with 
.,._,. l ,. 1'\ • Ftc'J,er.,_ de. ~te· ,.... ... ~ •••••• •••••• ••••••••• 
Kenn8d;,. ...,~~r!ao.t biittd::;.p UMoUb\ioctri leidiiii ~ · ·­

cutting ott all poulble non:;al trade - lfJ/19/')9 ... 
a) ltennecl7 aloo .,. .. ''""""iate and COIUI1derahle 

lesoening ot praatige ot Allerican ~aador 
in London 

1) I!IIJr eocplains to group Fill 1 e desire to 
•protect Kennedy .from himael.t'' 1 i . e . , 
Kennedy wi shes to be person through llhom 
information cleara concerning American 
seourit.ies; Fill wishes this intonnation to 
cleo.r through Securities and Exchange 
Coaa1a31on and Tre~····· · •• ••• •• ••• • • • 

2)Situat.1on d1aCil8sed b)' I!IIJr and Cochran with 
Pinllent and Osbon>~~ (Bank ot l'ngland) 1 Fm 
and llllJr wish consultations beld on this side 
ot AUant.ic by Treasury and Securitieo a>d 
Excn.nge CQmQ!saion - 10/19/39•• • ••• ••••• •• •• 

))For d1scuollion of Keameclr cables with Ftft 
see Book 219, page 9 
(American oecurity holdings reported) 

164 
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- 1f - (Continued) 

War Conditi ons - (Continued) 
Purchasing L11ss1on (9r1t1oh- French) - (Continued) 

Pl.nsent and Osborne (!lank of En&J.and) cliseuoa 
situation '!lith Hl!Jr and Cochran (Leroy-Beaulieu 

Book 

later) - 10/19/39.... . ... ......... .. . ...... .. ... . . 218 
a) HJ!Jr 021>lal.na aUght modii'ication of original 

idea (approved b)" i"DR) : sme proe.mro as in 
case ol &1 ~~~ purchases - Federal !!eaerve 
Bank to carry accounts of Central Bonks of 
Great Britain ond f rance 

b) American Elllbaaey, London, so in!oraocl - l 0/2l./:J9 
Silvor: See \fer Concli tiona - France 
Special Adviser s: 

Press relense: Te::~porary assi!lJlCIInt now at ond - 10/19/39 
Strategi c liar Motorials: 

Q.llckailvor: Builclillj) up of reservea reported on cy 
Graves- 10/lS/39 •••••••••••••• •• •.••.•••••.••• •• •••• 

a) Priority llota (lot, 2nd, and 3rd) aa .f'Ued cy 
l..'unitiona Board 

Tw-.gst.cn: !lavy contr act for; CUrrie _.,randwa to FOR; 
Ad=iral ~ar•a mOQOranduo. •••• •• •••• ••••••••••• • •••• 

a) !ll'.Jr' s ......orancluz:l to FllR - 10/23/)9 •• •• •• ••••••• 
J.n>:r bids: aee rook 2l.9, pages 181, 188 

b) Procurement macorandu= to HMJr ••• •••• ••• • •••••• • 
lolangenese: Bids reported on proposal opened on 10/19/39 -

10/23/39 •••••••• •••.• ••••••••.••..••• •• •••••.•••••.• • 
Turkey: 

Anglo-Fl.'enco-Turld.sh financial treaty: Details of 
provided cy American Embassy, London - 10/19/')9 ...... 

u.s.s.R.: 
Gold shiJ)IIIODt (17 tonal .!'rom U.s . s .R. to Gonaanr-

3uttenrorth and :ieath asked for in!onaation - 10/19/J9 
a) Butterwor th's reply - 10/20/39• • •••••••••••••••• • 
b) iieath' a repl)'l see Book 2l.9, Patel 78, 20l 

YUgOslavia: 
Clearing qreeJ:IIInt '!lith Germany extended for one year -

10/18/39 •• ••••••••••••••• •••••• •••••.•• ••••••.•••••• • 
'ilinehell, 7:alter 

HUJr's telegram denying illness - 10/19/39• •• • •••••• •• •• • 

Pan• 

176 

233 

92 

4 

334, 335 
)24 

342 

344 
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GRAY 

Rio dE Jc.nE iro 

Dntrd OctobEr 18, 1959 

SecrEtary of StatE 

Washington 

370, OctobEr 18, 4 p . m. 

Dtpnrtm£nt's 207, October 171 7 p .m. 

ThE Bank of Bra2:1l acting as t1acal agent of thE 

Brazilian Government today confirmed to mE VErbally 

thE Treasury DepartmEnt's undErstanding of th£ agrEEmEnt 

as sEt forth 1n thE tElEgram. 

The bnnk doEs not rEquirE dollar crEdits at prEsent 

but WhEn it dOES it will inform th£ FEdEral RESErVE Bank 

and thEn opEn corrEsponding milrtis crEdits her e . 

In thE meantimE thE Bank of Brazil will purchase gold 

trom thE FedEral REservE Bank to br crEditEd to its 

gold account in llEw York. 

ThE Bank of Brazil 1a confirminS this 1n writing 

today to thE FEdEral REsErVE Bonk. 
NPL 

CAFFERY 

1 

I 

Regraded Unclassified



HAS AGREED ON RlX>RGAIIIZATIOll at THE C!llNBSI! OOVE!OOIENT ABOUT THE 

IWlDIB at liOVEIIBI!R 'IREll lDOIClNT.UiG PARTY COIIF'ElU!1fCE IS TO liEET AIID 

TIU.T Ill! WILL RmlRII TO HIS OlD POSTS AS VICFACJIISTER t:lBCI/l'llt 

IUIJI AND IIJJiiSTER OP J'DWICE 'II'I'nl CIIIA!IO IID6!U' AS Till! PRESIIJ!!JiT OJ' 

EXECUTIVE IUIJI STOP SOOIIO SUOOESTED TO GEN CI!IAIIG TBA.T IN VlEir at 

SOOIIOIS INTD.!ATE KNOI'IU:OOE OP CHIAIIO' S PERSUASIONS AS WELL AS CHINESE 

IIILITARY1 POLITICAL1 AIID Eeai:JIIIC BACKGROUND, TBAT BEFORE ASSUIIING THE Ol'I"ICE 

SOOIIO SHOUlD IIAKE A FLI1IIO VISIT TO TRE UN1TI!:D StATES IN A PRIVATE 

CAPACITY AS CIIIA!IO' S Ol'I"'CIAL REPRSSEli'rA'I'IVEJZ)l!§l ro DISCUSS 'II'I'nl 

PRESIII!II'l' ROOSEVELT Till! Pl/1'tlRE POLlll'mf Ill '!!IF: FIJI EAST WilleR IIAY !ll'l F 

ESPECIALLY TIIIELY Dl V!Ell OF THE SOVIET PACT '111'1'1! OI!Rli.ANY AIID TRUCE 

WI T!! JAPAN, AIID POSSIBLE CHANGES IN THE ATTITIIDE Ol' OTHER WES'l'EilN 

POWERS RESULTINQ '!llE.REFROI.!J ~ TO DISCUSS JNFORIIALLY I'IITB YOU 

CHI'IA' S Clli!BEliCY AND FINANCIAL PMBLE.l'S STOP IT WAS ORIG:nw.LY IN­

'l'll!IIJED TO JU.!E TillS APPROACH 'ft!ROUGB THE CBDIESE EIIIASSY BUT BO'lB 
Till! 

CHIAIIO AND S>OIIO 'IIISH ro KEF'f/I IIA'l"l'ER AT THIS TDIB FREE Fa:>l! 

DIPLOIIATIC PROCEDURE, R»>CB llOTB TI!OUO!!T IT BEST IN TI!E JNTERESTS 

OF' SAFETY AND UTIDIT SECRECY TO J.!AICE TI!IS INFOR!AA.L INQUIRY STOP 

U!IDER mESE CIR~TA!ICES CAN YOU SEE YOUR WAY CLEAR TO I!IDICATE 

YOUR OPINION IN TI!E liA TTER SO '!'HAT I IIAY QUIETLY ADVISE SOOIIG 

~(SIG!IED) NIC!k>l.SOll 

. a<;, 
' '<&~-

\ 
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lll!¥lRA)IW)I F'OR SECRETARY II)RGDmWI, 

'nde meeeage was t deliYered int.o no band sen with the epeciol r the meeeeae except L1e s but youre. Therefore ~eet that it be 
cloeed hae bee . utenent llc![q and ""'"' ' o one has seen • n Pl'epsred.. _ ,...,. one copy, the in-

~_,..,_,.-cr//-7 ~ ; -6'- - c­

/-~/'l ~,rpk .-5;7 ,.L'/· _/W'e P / 
,;.- .-/ ?/~ S'<_.c::. t:: #·' ~ c?c.:7f/.f-
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TREASURY DEPARTMENT 

WASHINGTON 

October 18, 1939. 

Ro: QIIJ.ckdl~r. 

Captain Coll1.u &4'011 .. ao toll"""' 

Be baa presented t o the Ara7 &Dd N&Ty lllm1 Uona Board the aattor 
o t proo .. din8 at thio U.u 11'1 th the }liU'Oheoe of a qii&IIU t:r of quioll:­
oilTer tor atoc)tpi.lo roeoro. . 

The lllm1Uone Board hen I10W intor.ed h1lo thot t~~e:r fool \hot tM 
pu:rohoee of qu1ckoUnr ohollld N deterred until ad4iUo111l flm4a are 
&ftilable. They po111t out that 111a_,ch aa qulcko1lnr io pro411co4 
111 oo1111idorabl e qll&lltltiol 111 tho U'llited Stat .. , end ill new of tho 
llJllted fWldo anllablo at thlo u .. , a hao bean placed 111 a deterred 
olaooltlcaUon. 

lnoidentall:r, Captail1 Collins has pro"rided .. wUh tbe tollow1118 
liotin8 of atrategio aaterialo aooor4ill8 to tbo priority fixed b:r tho 
Munitions Board: 

Pi rot Priori t:r 

chrom-
••npneae 

Sooond Priority 

llanUa tiber 
lficll:ol 111tal 
OpUoal glaaa 
q,arts cryata11 
qptp11,. 
Rubber 

Third Priority 

.Uwoilma aotal 
AlltaonT 
c-t shollo 
llioa 
QuJ. ckaU T81' 
Raw ailll: 
Wool 

llndor tho $1.0, ooo, 000 appropriation - a'lllllabl o. tho prosraa or 
tbo lllm1t1o1111 Board co~>t•platol p111'Chaool olll:r of tbo it ... lloted Ull4er 
the first priorit;r, plu.e JIUI1la tibar, optioal glao1, quartz cr;r1ta11, &114 
quiniJio under the aocCIIId prior1t7. 

<IIAVJS. 

BOIS: Tho &boTI into.-Uon re~ qu1ckoUnr waa g1Ten 
to tu Soaretar;r nrballT thla ..,nWic b:r capWJ.a Collilll. 
Tho Saorotar:r ~ General Wataon'l Horetar:r to tu 
ottoot thot 1 t would apporentl7 be uoooaer;r tor tlw 
Pruidont to gin i111truot1o1111 41root to tho llmd\10111 
Board. 

I 
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on.Mr lAI, 1.,., 

.. rca - !FIIW!• 

CQW.lJl Colllae ...,__ u t.u-c 

• ~~u __ .. to'" ABII a4 .. .,,.IIDlu- .__. * _,_ 
ot pn-lq a\ we tSM w1 \Ia \be }IU'ekee ot a q-l\J' ot qsiek• 

eSlnr tor -k;pUe "-• 

tiM *"1\lae llou4 Mft - l.r-4 IIIII \lllo.t ~ '-1 """' \M 
- "'• ot quekeUftl' ~ 1>e ut.nM atu a441t'-l n.u ..... 
nallUla. tiM7 ,.Sa\ ..n \loa\ U...cll u qolllkllllftl' le JI"'D ... 
Sa -.14U'Illlle _.uuee 1a tile 11l11- Sta\M0 u4 1a nw of tile 
ltal\M tuo4.e anildle at We tlM, 1\ lou - pla ... 1a a "-flftM 
elaae1ttoau ... 

1M14aatall7, Oap1a OoUlu bu Pft'fl"-4 u w1\ll tile tollooolac 
lletlllc ol e\ra-..1e Mtwrlale ••-alae to tile prlarl\7 tl:nt b7 tile 
*111\1- ........ 

nm Pritrt• 
ou.ta 
.... II 

•fta ........ 
••s , DW'V 

., -- ll8te1 Aa"-
Col '..U. 
IIUa 
QllllkiiU_. 
... All< 
lloel 

I , 
y 

QIIMr tile t~.o,ooo,ooo appn,.u\lea - aw11a'lllll, \be pn•= at 
.. *-!U.- ....... 0011\eaplll\M ... !te•e =lT ot tile 1'-- l111Md .... 
tM 11nt prierlt70 plu llaaUa tlkr, opUeal. cl&u, ~· ...,..tala, ... 
., ••• ..._. tiM ....... JII"'.--V• 

IIOBI 1M U.W ~- ...-ft1ac ,ueuUftl' - 11-

IJIIO/ott 

M tM I 1 et&IJ' ~ .U- 1111 'J O&ptaia (!ollt•, 
....... ...., ...... ....u •• ,_ •• _ _,.to .. 
etrMt t~~et u wwl4 •n ...a17 'M ....... ..,. t• t11e 
hMU.\ \e lift U&aaee•s- 41-' \e tile 1111111\'­...... 
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RE LATIN AMERICAN FINANCE October 18, 1939. 
3:00 p.m. 

Present: 

li. M. Jr: 

Welles : 

llr. \Yelles 
Mr. Jon&o 
Ur. Fo1a 
Mr. Colledo 
llr. White 
Mr , l"ol&J 
llr. Riotler 
Yr. Cochran 
Mr. Young 
llr. Cotton 

• 

I bad a talk with the President and I bad a t alk 
with llr, Hull and Mr . 1'/ellos, in which Mr.' Ranes 
participa ted. I talked with Mr. Jones on the 
telephone t his morning wi th the result that 
Mr. Welles , having been 1n Panama - I might say 
both the President and the Sta to Department wanted 
something dona 1n a financial waJ for aoce or the 
South American countries. It was suggested that 
llr. Welles and Jtr . Jones and m)'solf act 1n an 
informal wa,. to take up the financial needs of 
any country that the President and the State 
Department designate and a or tho countries they 
wish us to cons ider. 

Furthermore , 1f we designate a country, we will 
try to work out a pattern. I think the best 
word to uso would be a reorganization of tho 
tina.nces of a particular country, We will submit 
it to the President and llr , Hull. It he likes it, 
be can show it to senator Pittman and ask i t ha 
can defend it on the Rill, and then it this was 
all right with the country involved a.nd they would 
accept it, this would be a pattern on which we 
would go ahead. '!'he thought was that Mr . Welles 
and Mr, Jones and myself and our assistants would 
sit eontinuousl )' until we worked out a formula 
for whetevor country the State Department designa­
ted the)' would like ua to take up f irst. Is that 
statL~ it about eorreetlyt 

I would like to make just one qualification. .,.ben 
JOU apeak abou t tho financial reorganiution ot 
a country, I think thot goes probably a good deal 
further than might be desirable 1n certain eases. 
I can conceive of certain casee where that would 
be necessary and where they would like it , In 
other oases, the)' mi ght want limited Corms or 
a ssistance without our making any auggoations as 

G 

\ 
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to their financial organi zation. That is tho only 
qualification I want to make, 

I used tho word reorganizati on as an all- inclusive 
term, that i .s all, Now, are you ready to suggest 
a countryt 

1 

I am read7 to mak.e any auggost1ons of any character 
that you think would be hol ptul , 

I nomina ts Texas . 

I didn't think Texas needed any bolp, Jesso . 

'!'ben, California, 

I will say this , I asked llr. r;ollos when he picked 
a country to pick one that would have a 75 percent 
ebanee of boing auecesstul . 

r.ty reply to the Secretary of tho Treasury on that 
was that it soomed to me that the ease of tho 
Republi c of Colombia was probably oa good a test 
ease as we might take up , because I think all of 
the other ones are i n di fficulty in that s ituation. 
I thi nk , at the same time, the prospects for a 
favorable and auceesstul solution aro there, 

Can sanobod7 gi ve us the p icture of Colombia? 

Certainly, llay I interrupt j ust a maDontf It is 
m,. understanding that your thought is that we 
would take up tho question of Colombia simply for 
s tudy at this moment to see whet the various 
elements aro and then at one of our next meetings , 
take up tho var~ous other roquosta that are pending 
before us , 1a that right? 

Well , what I bad hoped we could do , 1t I might 
modif:t' that a little bi t , is that we could tako 
whatever country you sugges t , As far a s I am con­
corned, I would liko to stick with that thing until 
it waa finished. 

'!'here ia one dii'ticulty thoro . That d1tfieult1 1e 
that the Colombi an picture 1a somoWba t invol ved, 
and 1n tho moantl.Jao we have pendi ng requoata from 

\ 
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a good many other governments, some or those being 
very 11m1 ted or minor 1n a cope and I think probably 
we would want to settle many of these other problems 
before you go t throu.gb with the Colombian pi cture. 
Without being unduly peaa1m1at1c, i t 110uld seem to 
me that the Colombian pi cture might r.qui re an,.,l\ere 
fran s 1:Jt weeks to two non the 1n the way of time. In 
the meanttJne , i f you got a small request from the 
Government of Costa Ri ca for assis tance, you mi ght 
want to pass on that without waiting for Colombia. 

I take it that this ia a bank and Yr. Welles , Jones 
and Horgenthau are the l oan collllll1 ttee, is that right? 

As f ar aa you two gentlemen are concerned, i t ia 
very muQI\ a ll right . 

Well, shall we start with Colombiaf Lli ght I say 
this , that I have had a talk w1 th llr. l'lelles and 
as far aa I a.o concerned, I am going to keep myse lf 
very elastic on this thing and be as helpful as I 
can. Tl\ere are no ti:Jted rules , 1a that rightf 

Fine. 

Is that a ll right wi th you, Jesaet 

Yes . l'lha t does Colombia needf 

I would like to make the suggest i on that firat of 
all Dr, Feia state what Colombia' s representatives 
at Panama asked for and then either or. Feis or 
Mr . Collado g ive us a general p i cture of Colombia 
and what their problema ar. . Does thol t seem to 
you logical , Dr . FeisT 

Yea. 'n>ay a tate they want financial help for two 
reasons. Tl\ey don't want to curtail imports i t 
they can help it, because so many of their imports 
are connected with the i r whole program of national 
devel opment . They f ear they may have to curtail 
ill.ports to protect their exchange situation because 
or the poaai ble disturbenee or their trade in the 
immediate tuture and the possi ble depressi on 1n 
the prices of coffee. Therefore , they wanted funds -
they d idn ' t oay that t hey had qui te decided i f they 
wanted t hem only for the purpooe of utilizing the 
exQI\angea or whether t hey would a lae like eome to 
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strengthen tboir general reserve situation. They 
left that rather indefinite. 

They dwelled upon and admitted that their long-term 
economic and foreign t rade prospects were better 
than their immediate prospects. They would have 
l1ked to have secured a substantial sum right away. 
i'oben told or tbe present position of the Banlc, tbe 
1deo suggested i t self of a posoible modest scheme 
of assistance 1n the immediate present and then 
more substantial assistance later on after more 
extensive study. They were told that we would be 
prepared to continue discussion with them after tho 
chance l~d been presented to connider the matter up 
here between ourselves. I think that is about the 
essentials of the conversation. 

9 

Well , who are you going to t alk to for Colombia! 

'l'h1s !s not certain. We did no t want to d efine that 
too defini tely. They would probably send up here 
the same poreon that was talking down there. 

Tho renner Secretary of the Treasury. 

Ex-Secretary of the Treasury and a very able and 
reasonable fellow. 

There is nobody here to t alk to nowf 

Well, tbe Ambassador 1s here bu t he 1s retiring and 
I think tbey would undoubtedly be better off if they 
sent up some special nan Just for t his job , particu­
larly a well qualified man. 

Con we start before he ge t s here? 

Well, I don • t think there is any use of his coming 
up here until we have cleared the ground pretty 
extensively and if you feel that there 1a some 
reason for him to ooze •••• 

\lha t do you thJ.nk, Jesse! 

Have we any way of !mowing what he 1a go ina to oome 
for, what lc1nd of money, wba t lc1nd of credit , what 
be w~nta to do! 
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Certain figures were mentioned to you , Dr. Feb , 
as I recall it . 

They want the funds partly to assure themselves 
of the reserve situation llJld partly to continue to 
de1're7 the exchange required for current imports 
1'r<111 the United Sta tea, 

From the U. S . t 

Yes . 

How cuch are theJ talking about! 

TbeJ wruld have talked, I should think, up to 
40 million, perhaps beyond that, if tho)' hadn't 
caught an expression on somebody's face , and so 
I don't believe theJ evor mentioned a f igure of 
over 30. Then, When i nfonned of the present 
restricted situation of the Bank, it was msde clear 
to them that anything 1mced1ate within the resources 
of the Bank would be sCIIIewhere 1n t he neighborhood 
of f i ve million dollars , at the most , That was 
left general. 

10 

Did they want to borrow money or did they want credit 
for auppl1eat 

I think they would take it whichever way they could 
get i t . They would want to use part of it for 
supplies . I think they w~ld like to borrow the 
rest of it for a reserve, despite the fact they 
have got considerable gold reserve. 

'l'bey have about 20 m1111on , haven 1 t t h eyt 

Some1t'bat over that , 

·Their cash position is ver, good , 1a itt 

It is fair, but JOU see Colombia has been moving 
ahead rapidly. Tbe1.r budget 1a probabl7 now aa 
high as it ever bas been. It 1a going into such 
things as roads , IIIUD1c1pal developments. The)" 
feel 1t ver, important not to interrupt that . 
They conetantly were recurring to that aa the 
central point of their problem, not to interrupt 
their whole program of national development, wh1 
vitally depends on imports , machiner, and road 
equipment, et ceteM. 
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.... 
' 

Ther e is one factor we haven ' t ment i oned. I 
haven't got the f i gures a t hand. If you are 
familiar wi th the Amer i can i n vestmen t 1n oi l 
proper t i e s 1n Colombia nnd a o I remember t hose 
o il properties are just a bout becomi ng pr oduct ive , 
a re they not? \'/ha t i s the estimat ed value of 
those export s f or t h i s yoort 

The Barco Pipe Line 18 just now l.>eg1nni ng t o 
fUnct i on. The y have jus t compl e ted it and the y 
are expecting three or four mi lli on dolle.rs a 
yea r , the first years • , and they hope that wil l 
1nc1·ease to seven or more la tar. 

Just in new oil? 

Just i n new oil devel opments . This year i t will 
be qui te scall. 

11 

or course , they only get a port i on of tha t exchange . 

Well , a ssuming we had al l tho money t hat we Tlanted, 
l ot ' s t alk a bout i t from that standpoint , how much 
we woul d be wi l l 1ntt to conside r toward Colombia 
and why . Tha t s eems to me th e basis to star t on. 

I should say 1 t \I'Ou l d be very difficul t t o hazard 
a ny gues~ unt i l we had o clearer pi c ture from them 
of exactl y what they want to u se it for . 

I shoul d think we would need t hat, Henry, before 
we could get star t ed. 

1·:e11 , I think t.'e ough t t o - persona lly, I til ink we 
ought to have the fellow cane up and take a l ook 
at him and s i t down and talk wi t h hiJ:t , don 1 t you 
think so , Jesse? 

I would think eo. 1'/e don 1 t know what we a re t a1.1<1ng 
abou t . 

I wou l d send f or the fel low. 

I shall do i t at on ce . 

That 1a the f ormer Secre t ar y of the Treasuryt 
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That is r i ght. He speaks English, inci dentally. 

Is there a meeting here of al l those peopl e down 
there! 

I thir~ i t i s poss i ble that i f we invited him to 
cane up hero for this purpose, that they then 
woulu appoint him their representative on this 
Inter- American Advisory Committee which will meet 
on November l bt h . 

\'/ha t 1s thAt tor? 

That is a very short question and I will have to 
s1ve you a very long answer. 

All right . 

12 

Have you £Ot a text of the resolution at band? (Yr. Feia ) 

No , I haven 't. 

Have you (to lJ r. Collado)? 

I wi ll see . 

You needn't make i t that long . 

I am goii'IG to give you quite a long answer . 

It is 11lce one ot those questions that you plant 
at your press conference , you hope aocebody asks 
you. 

~bat i s the ma t t er with tho President Hardi ng , i s 
thoro anyth1ns wrong? 

They rescued a lot of people and they are aeking 
for some suppl i es, medica l and ao fo rth and so on. 

(To Mr. Jones) You can rend the answer to your 
question. I.t 1a in the first two pages. 

Whi l e this man is in the process of coming, our 
peoplo could work with your people 1n getting up 
a document for me on the economi c resources. l~ve 

you got one i n your top drawer! 
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I think Collado baa i t 1n pretty good abape now. 

You could talk i t over w1 th Harry \'/bite end get; 
together and give me a paper and one ror »r. Jonea , 
each 24 hours 1n advance or the fellow's arriving 
here. Would 70u want to do An:7 other country or 
juat let i t go at Colomb1a and wait until the 
fellow gate beret 

Well, I might mention tha t we have tbeae other 
pending requeata , The Costa Rican request ror 
shor t-term eons truction financing, which I think 
is very desirable. I understand that Mr. Jonea 
baa already boen informed or that . 

We approved a small l oan, didn ' t we, half a m1ll1on 
dollarsT \'le did approve a half a m1l.l1on dollars 
for Coat& Rica. 

Tba t 1a right . 

Was thoro aomething besides that nowt 

Not from Coata Rica, no . Thoro is a general roquost 
from Peru rot• a ssistance or the a8ll>e characte r aa 
that made by Colombia. There are requests from 
various other governments. I think the bes t ••T 
to take this up would be for me to have proper 
documentation prepared 1n aacb ease ao far aa we 
are concerned, the Departme.nt or State, that ia, 
g iving all or the 1nromat1on or the kind that JOU 
have asked for in the eaae or Colombia , and then 
at our next meeting we can take up one or two or 
them. 

WhT don't we saT ~nen the meeting will be , because 
we a re all pretty busT• Then we could look forward 
to another da7. How would tba t bot 

Very well. 

In the meant1me , we ought to ha ve , I O!bould t b .ink, 
the list or what; you have got 1n m1nd, based upon 
our meeting at Pan.aca , and then looking forwa!'d 
to this next meeting on the 15 th. 

Yea . a.t now that mooting on the 15th, I think it 
will have to be dealt with 1n an entirely different 
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wa,-. The matters that we are diacuaaing here now 
are purely bilateral questions , that is, requests 
from other governments to ua tor certain t'1naneing, 
The meetin.g on Hovet:ber 15th is a general continental 
meeting to d1aeuss a great m&n7 .,..Jor problem.o that 
atrect all or the American Republica, including ours, 
and I think an entirely separate list of agenda will 
bave to be prepared for that meeting, after full 
diseua aion with all of the Government departments 
and a senciea that might be interested. 

But the matter of credits won't enter into it! 

Not at that meetin,g . 

That i s tine. 

Anything elaet It would be '1\leaday, the 24th, at 
3 : 00 o ' clock. How would tha t be, all rigbtt 

I won't be here on Tuesday, the 24th, 

Then I don't want the meeting. 

No . 

Will you bo hf!re \ledneaday! 

No, I won 1 t be here until llonday, tho 30th, 

Do 70U want ua to meet during your absence! 

Just as you aee f it. I th1nk valuable ti.me will 
be saved if those proposals can be put 1n documen tary 
form and put before you. 

llay I suggest you g.ive us the information you 
going to give ue and let us each study it and 
tact ,-ou (H. Jt.Jr,) for a meeting. 

were 
con-

You ' re a practical fellow, Then tho thillg 1a up to 
Collado and Feie and 'llh1te to get tho stuff to Jones 
and me. I won 't keep :JOU waitlng long. Right! 

Right. 

or oourae, 1n the ease of sc:me of these where 7ou 
get a general request, a ll you ean do 1a get the 
general picture. 
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fu t one thing we decided toda7 is that tlle State 
Department will invite this ~entleman to come up 
from South America. 

That is right . 

Are we going to do that before we study this busi­
ness? 

Oh, sure, they will want to do something. 

The others will all follow. 

!lot unles s they are invi~ed , 

But th e¥ will seek invitations. It seems to me 
that we could plough th i s ground just a lit tle bit 
befor e you invite him. Gi ve us two or three days 
until >~c can stud)' this caterial you were going 
to give us and then see what we are going to expect 
from him and from o there . 

If you don't mind my mnkln~ this suggestion , I 
think i t would be well to do a s the Secretary of 
the Treasury has suggested, ask him to come up . 
1'/e know that we will want to do sane thing, but we 
don ' t know the scope of it. In the case of Colombia , 
I think all of us feel thoro ia something that can 
be done . The advantac:;o to my standpoint will be 
that if he i s invited, hia Uovernment will the~ 
appoint him as the Colombia member on tho Inter­
American Committe e , and I t hink his pres ence on 
tha t committee would be adviaabla. • 

All right . Tell him not to fly. 

I will t ell h.1m to take a good slow steamer, tho 
kind I had goins down there . 

That will serve the purpose . 

Anythi ng else? 

Nothing else, 

Would it be agreeable to you if we do make ¥onday, 
the 30th, a day for meeting, even if you meet before? 
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SUre. Well , Monda)' ia alwa7e a bad da7 for me . 
Could it be Tueada7' 

Yea, 1ndeed, Tuesday, the 3l~t . 

I hate to make a date for lolondaJ . · Tuesday, the 
3lat, at 3100 o ' clock. 

'Iba t 1a right . 

All right . 

You rlll notif)' ua? 

Yea . Cotton, call up Mr. Jonee 1 office and tell 
them to put it on the calendar for him, rlll )'OU , 
Tueeda)' , the 3lat! 

Cottona Yea. 

16 
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TREASURY DEPARTMENT 17 

INTER OFI"'CE COMMUN ICATION 

DAn October lS, 1939 

TO Secretary Morgenthau 

. ItO .. Mr. White 

SubJect: Colombia ( }l 
A. Debt Situation in Colombia 

l. Colombia has an internal debt o r 77 million pesos 
(t45 oillion). This debt has been and ls being serviced 
with~u t i nterruption . 

2 . Colombia i a no• i n complete default on her l ong t~rm 
external debt • h ich a mounts to approxima tely $16o million. 
Nost o r the debt is in dollar bonds end more t~~ half of 
these are he ld in the United s ta tes. About $80 million ot 
thP for~\gn debt ooneiete of nat ional government obligations 
and t he re,nainder, locsl governm~nt oblig• tlons. 

Partial default began in 1911 end cornpl e te default in 19}4. 
The interest on ht r de faulted exter nnl debt has r eached 
t22 mlllion. 

). She has an external short ter~ deb t ot $19 million, 
contracted 1n 1930. Thle debt 1s rene~ed from time t o time 
end 1s being serviced in full. ~Lope~. ex-President of Colombia, 
is now in the United States in the hope or obtaining a settle­
ment if such settlement ca n be made. 

9. Fi nancial Situa tion i n C~lombia 

1. Colombia ' s t1nanc1el situation i s fairly sound. She 
has had a balanced budget t or f cur yea rs and bu•iness and f or­
e ign t rade ccnditions were good before the outbreak or war. 
About half or Colombia's exports are coffee end GP.rm~~Y used 
to take 15 t o 20 percent or that coffee. Colombia has l ost 
that market temporarily but the inorP.aee in oil exports and 
gold production will eoon mPke up tor the loss of that coffee 
m• rket. 

\ 
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i. Colombia baa $25 llllllion of gold and prOduces about 
$15 1111ll1on of gold a :year . {..-

3 
. ( 

J. Colombia baa offered to~g1n p&)'mente on her foreign 
debt at the rate of lt percent~intereat with no parmenta on 
account of principal for five reare. Thia offer waa refuaed 
by t~~ foreign bondholder& who ine1ated on 4 percent 1ntereat 
pnd reduction 1n principal. 

a announced t o the Panama Ocnference that he waa 
r ecommending a short-term loan of aeveral a1111on dollars 

Colombia and Bolivia. 

4. Ooloabian exchange baa not deprociatad e1nco the beginning 
of t he war and her exchange poa1 t1on on tho whole 1a goOd. 

5. "colombia 1& supposed to be t !te aoa t na r rly true 
democracy the Latin American countrlea. 

the government nogotia ted a settlement on - · 
minor sterling obligati ons which involves the scaling down 

f principal r oughly 1n half. 

\ 
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2. Colombia bas $25 million or gold and ~roducea about 
$15 million or gold a year. 

J. Colombia baa o!tered to begin payments on her t ore1gn 
debt at the rate or l i to 3 percent, depending on an increase 
in exports. Under this plan no payments on account or prin­
cipal are anticipated t or seven years. This otter was retused 
by the foreign bondholders, who 1neiated on 4 percent interest 
and no r eduction in principal. 

Recently the government negotiated a settlement on a minor 
sterling obligation whloh involves the scaling down or pri nci­
pal roughly i n halt and involves a new obli gation i n peace 
ra t her than in sterling. The se ttlement amounted to a new 
interest burden or l.SS as compared with 4 percent prevtouply. 

4. llr. Welles announced t o tne Panama Conference that 
he was recolll!llending a short-term l oan ot several million dollare 
to Colombia c·nd Boll vla. 

5. Colombian exchan€e has not depreciated since the 
beginning or the war ~~d her exchan, e poB1tion on the whole 
ie ~ood . 

6. Colombia 1s supposed t o be the most ne~rly true 
democracy of all the Latin Ameri can countries. 

\ 
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TREASURY DEPARTMENT 
20 

INTER OFP'lCE COMMUNICATION 

DAU October 181 19J9 

Secretary Morgenthau 

J oseph P. Cotton, Jr . 

Re1 Foreign Bondholders Protective 
Council, Inc . 

The CouncU, in form a private, non- profit IDGmberalll.p corporation 
i .ncorporcted under the laws of llaryland , 1o, in fact , a seal.-off1c1al, 
aelf-perpetuating bod,y concerned wit.>, the protection of the holders of, 
and with the ne.otiation of debt settleaents with respect to , obligations 
of foreign govaroaents and political subdivisions thereof. Fo..ed at the 
ond of 1933 by certain ~ent private incUviduala , a t the request of 
tho Secreter;r of State, the SocNtary of tho Tra&ao.ry and the Chairu.n of 
the Federal Tredo Coqllission, the Counell has becoa recogni~ed by bood­
boldero and foreign governo;e:>ts , as wall as by tho authorities of the 
United St&tea Covel'l\llient , as a perunant , sezJ.-off1eilll. agency similar to 
the British council upon "hich it is modeled! and hna largel3 1110110polited 
t be Clald to tho excluaion of ed hoc bondholders ' protective committees 
~ich for110rl3 prev11Ued. - -

I. Ori gin. 

It should be noted t~t not onl3 wns the Council Corzed upon t ho 
1n1t1ut1vo of officials of t he Federal Oovcrnmont, but thot the decision 
repraaented a del.iberata choice of this method as oppo•ed to the llltorna­
tivo of creAting an agency of the Federal eovern:oent to do the job. At the 
tiM, Title II of t he Securities Act of l9JJ, oponsored by Senator Hiram 
Johnson, bed been eoacted , providing for a Federal corporati011 with a 
directoratA to be noainatod by the Federal Trade Co:llol.uion, but cont&in­
lllg a proYie1on thot Title II should not becoc:e offecthe Wltll the Presi ­
dent tlnda and decl.a.rea ita t.ald.ng effect to J>, in t.he public interest, 
which , to date , be hna never seen fit to do . It .... feU tbat it "ould be 
UDuise for tho Qovel'lllllent , tro. the atalldpoint of t.he conduct of its for­
eign relations , to be d1rectl3 concerned a.'ld, as a •tter of general prin­
ciple , for the Ooverruaent to a ccept axcluaive reaponaibil.ity in the aatter . 

rr . !!anagellent aod financing. 

The Council is ostensibly run b,y a aolf-perpetuat ing directorate 
of soma 15 to 20 prominent private illdi vidu&ls who aro largnly figure beads • 
The effective management resides in an Executive Committee or about blll.f 
t het number and , in fact , largely in the hands or f)oancie \1ll.te, President, 
.. ho is a lao a member of , and J . Reuben Cl.a.rk, Jr., who ia CbeirlC8D of, the 
Executive Committee of the Couocil. Other me•bora of t he Executive Coa-
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LAird Bell 
J ames Grafton Rogers 

Thomas D • 

Hendon Chubb 
J ohn c. Traphagen 

Thacher 

Tho Council operates on a budget of something l ess than $100,000 
per yeo.r end 1a f i nanced by mecbership contributions , tees trom foreign 
govor~•onto and vol untary contributions tro= bondholders . Only the firs t 
aource or !'un<.la hae been of importance. llW'1ng 1934-36 t he Council had a 
l er0e contributing membership of investment benl<An and other banks from 
>h1ch 1t derived a major portion of ita !'undo. Those mo.:~berships were 
tor:dnat ed following t.'>e Securities and Eltcoonge Co=iosion•s reco=enda­
tion, i n i ta report to Conj;ress i n 1937 oo the opera tion of protect ive coo­
;:ltt oo• 1m the tield or foreign bonds • h!.cb i ncluded a at.,cy of the Council . 
~'" SEC recoe.cended that an attou>pt be J:Gde to s ecure l'llnda fro:l priv~te 
fo.mJat iona , whi ch the Council unsuccess~ ende&Yorod to do -eben it "as 
flrat for=ed, and frQQ Coneress . Since t bc t e no1nation of the be~er con­
tributiona , tbe Council has been living lar~ .. ll upon a reser-.e tu.'>d built 
up in the earlier period £roe that source , d t hout •IV a p91lrent prospect of 
adequste financing in the future . 

III. Oparction. 

Ao poi nted out , the Council has virtU4J.l.y taken over the whol e ticld 
1\0gotl.Gtlon of debt settl.,.ents ,;ith res pect to foreia:n goverlll:lent bonds . 
oporntoa dth the support of and in clos e contact with the St&te Depart­

mont . The Council has t ended to keep negotl.Gtiona in its own hands and not 

21 

t o opercto through protective committeoa . Tho Council is autonomous in opel·n­
tion in the oense that it does not consult ~1tb 1 nor seek to become logal 
represent~tlve of , the bondholders b,r solicitation of proxies or of deposits 
of bonds . It proceeds upon its own initiative to attupt to negotiate cet­
tlooont s r.nd to aak~ public i't>r tho benel'lt of bollllholders its recO<U<eoda­
tiona -- positive, nehative or non-c~ttal -- ~ith reopcct t o ~ offer of 
oettle:ent b,r e foroign governcent. 

The SEC 1m its 1937 report gave ita &eneral blessing to tbe Council, 
both u r et;arda ita s et-u;> and operation, 11.'hlle atreaaing that t!le ef ficccy 
of t he i natit'.ltion in view of its euto,.....,.,. end cor.opolistic status 1m tbe 
field will depend upon the qualit7 of ita UM;lec ent . It poi ntM out that 
t he Co~meU l!cd not done wch to devel op cnoos ~here t ho bor<iholders clght 
havo r e:aodiea 4l:ainst issuing bow::es or to protect the bondholder agai nst 
prefsreoti&l treatoent by foreign governments of ehort-tor:n creditors ; end 
diacuu s<l 11t so>,e length , but inconclusive~, the criticis!ll that tbe Council 
hoo boon do=incted by theoe l:rulking interest s . 
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After the three o'cl ock meeting, Sumner Wellea 
etayed behind and talked to Jones and me. 

He said the President agreed that they should 
take up t his Joint Resolution whioh paeaed one or the 
Houses, au t horizing ua to make loane to South America 
tor the purchase or our materiel e, and try to get them 
to add a100,000,000 to it and get it through this spe­
cial session. Jones said he would be willing to go 
up a.nd eound out the Congreee. 

I t hen said, •No one has aeked me, but I think 
t he President 1s making a great miat&ke. • I said, •In 
the flret place, I know Jonee has at least $40 ,000,000 
he can eorap e together tor South America and Bell tells 
me that i f anything goes up it should be a dsflciency 
bill tor the Aray and Navy because he believes the Pres­
ident is breaking the law by not eending up the defici­
ency bi ll and I t hink he is making a mistake. • 

I suggested that Welles take t he matter up again 
with the President and he said he would and that he felt 
t he way I d i d inasmuch as Jones aa1d here 1n the office 
that he believed he had enough money in t he Export-Import 
Bank to last until next February • 

• • 
Welles stayed then alone and let me see t he tele­

gram that Bull1tt sent yesterday, which he phoned me 
about a little before 3. In t h1e it seems that Monnet 
haa been i n London and has negotiated an agreement t or 
a Joint purchasing t hing, Engllah and French, and they 
want a joint mission in this oountry to do the same thing, 
and was I willing. The President said that he was will-
ing. 

I thought the matter over and while I am not 
crazy to have Yonne t come over here (and I underetand 
that he 1s to represent them) that I euppoee I get along 
with him as well as I can with any other Frenchman, but 
it does bother me (and I told th i s to Well es) that Monnsy 
hal hia own business 1n New York and heavens only knowe 
whl1t all h1s connections are. 
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October 18, 19~9 

FOR THE SECRETARY: 

Barne7 Ki lgore t ells me t hat the Federa l Reserve 

Doar d haa hired t wo 1 speoial adviser s • to help l t prepar e 

tor the Wagner Monet ar7 Hearings. The7 are Don Woodward ot 

Hoody ' s and Robert Warren ot Case, Pomero7. The7 are to 

whip toget her into final form a great mass ot i nrormat ion 

which the Federal .Reserve Board baa aooumulated tor the 

Hesr1nr a . The7 have been 1n town t or about two weeks. 

ESD 

23 

\ 
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TREASURY DEPARTMENT 24 
INTER OmCE COMMUNICATION 

DATC October l.S, 19J9 

~ fore11Pl excllanp IIA!'kat eonUIIWI4 in tile 'uiot trend which b.e.t been in 
evidoneo all thio voek, Sterlia& opened at 3·99-7 8; quic~ receded to 3·99-3/8, 
end oubooquant)J- roeonr ad to ~.00..1/~. It oloaad d 3·99-3/~. 

~ rate for be}«ao conUJm04 tho t.pron•nt of )'Woto.rdq end cloaod at . 1686. 

leportlll8 banl<a in Joy York and tho J'odoral :boom Bank roportad aaloa 
taliDC 1.315, 000 , fro• the foUGVia& aoarc .. : 

Co-=erc1al co~ rna •••••••••••••••••••• • •••••••••.•••.••••.•. •• ··" 3:19.000 
7oreiCD banka (~pe aDd ~ar aaat) • ••••••••••••••••••••••••••. •• 56.000 

!otal :0 315,000 

Purohaoeo of oterlia& 811Q'Qllta4 to l0274, 000 u Jll41cata4 bolov: 

:87 coDMro1al concern e ••••••••• • ••••••• . .••••••••••••• ..•• •••• • ,I. 192,000 
lty foreicn bank• (Jar Jut and lurop e) ••• •• •••• • . • •• ••. .•••••••• L 82,000 

!otal * 274,060 

!he banka also reported that tile Br1 t 1oh Control purchaoad oterli~~& amawotillS 
*85,000, at tho otficial rate ot 4,02. 

!bora wore 110 ,., cold traz>aoctiono eoa.,.,.,.t od '1>7 thio office toda;r. 

!lui Jodoral leoorYo Bank ot :rw York ill!or.ad uo ot tho to.Ucril>l; cold ohipoo 
tr .. J~: 

$ 84 ,000 to Cb.e.to lla tional Bank ot :rw York 
$ 28,000 to Chaoo I &Uonal Bank ot :rw York 
f 14,000 to Johnson ICatbe7 and COIIJ)&IIT1 JJew York 
J126,ooo total 

Yeotordq Mr. Blalooll end Mr. Orson of tile Securitioo Jmhonp Co-.iooion 
to 41oouu &11 i nqui1'7 rocoiTe4 froa tile !low York Curb bx:b•np, It oooao 

Curb ll<Ohanp 1a daoirou of bu114111C Up &11 actin aorkat in C.....U&n 
IIIC'IU'l.Uoa. In order ~o do ao, tile Seourltieo J:r.o.h&np Coaalooion vould baTo to 

~···~"''" ot their raculaUona. l nToln4 ia tho proble.• 1o the fact that 
_,,..,.,.. han, on dapcaU in C&nada, C......U&n ooouritiu which i t vould be 
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4eairable to bring to the United Statea ao that thoao aocuritieo would ha 
aYallable for trooUng. Mr. Blal .. ll BAd Mr. O..oon collfor red wlth Mr. Dietrich 
relatlTo to thoir problem 111 co~~nectlon wlth the preaont Cana4ian r eaulaUona 
for contr ol of forei~ exchan&e and oecurity tranoaotiono. At the conelualon 
of tho collference the two repreeentatlvoa felt t hat the Securltlea !xehan&o 
Co80iaalon ahould take no o t epa wl t h reapect to tho matter dlocuoaed. 

Mr. Loroy-'Beaulleu, Financial Counaelor of the Freach hbaoey, told ,.. 
~Y telephone tb.lo 10Crnlng t hat he ha4 been lnatructed by hlo Oonr11100nt to 
pUt $20 ,000 a t the dleposal cr the American Oovor1111ont to ecTor expenoea 
Incurred In the repreaentat lcn or French lnt oroa ta at Ber l in by the American 
Eaabaoay In t hat city. Mr. Ler oy- 'Beaulleu .£4 not knov how to he.n4le t hla paywoent. 
I told llr. Leroy..'Boaulleu that he ohoulc! r ood t the oua by checlc payable to tho 
Secretory of St l\to of the United St atea . l!e ehooo to del her the checlc p<orooll&lly, 
and I told hi a tho officer• who would recehe hi" vere I:Z.. 'Breclclnrlc!co Long, 

hr. ~h Vilooa, both In Room 218 of the State Department. 

Mr. !noko told me by telephone a t 11:15 thlo aornlng that, ao of October 
the balance of the Str.te I!2Jlk or Ruool& vltb the Chaae B!Ullr vao $3 ,000,000. 
bnli!Dce of Allltorg vltb tbe Cbaoe Bank on t he OtJIII date waa $500,000. The 
1tc10 of lntoreat enterin,s t he al>on account of the Ruulan St"te Bank wao 

tranofer of $346,000 from SYeden . Thlo afternoon !noke telephoned 10e that 
of today t he Amtorg bal811ce hna ~een r educed to $4oo,OOO, while the balance 
the State 'Bonk of Ruoola hat rloen to $5 ,900,000 , due to three payment• from 

With raferonce to the Item In my memorandum of yeoterday, r eporting t het 
Fcdort.l RoaerTo Bank of New York vaa reducing Ito depoa lt vlth the 'B. I.s., 
XDoke told me thia morning that the B. J . s . had cabled that r e;>ayunt vu 

e~fectod, T&lue Octo~er 19, of $528,000. 

llr, Xnoke referred to an Informal ID<tulry we had IW!o of hlo I!aAk u to 
ohort pool tlon In aterll~>g ~-""=Ung to $2 ,557,000 which the brokeroce bonae 

!
:~;E~ A Coapaay bao been carryi~J& tor oevert.l weel<a, u noted froa tho 

which we roceiTO regularly. The f ederal Reoe"o Ban); could not 
cAll In thla !Ira for conaultatlon ia tho pr .. l ooo, alnee it l o not a 

of tho Federal Rea one , ,_to. Our frlonda happeD to know, howenr, 
t ltro\1&11 the Bank vlth vhlch Abr aham operatea, that t hia concern bao a long 

In atorllft6 bonde "CB~nat which I t hao boe11 Mlntalning thlo short 
lon Ia aterllas. The bank with which Abrt.haa dooa buolneoo had Inquired 

point alnce I t did not wlsh to be a party to a trr.noaetl on pooalbl7 
ln·voiLV1.wo epeculation lu a f oreign curronQ1'. 

' 
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TREASURY OEPARTMf;NT 
26 

INTER OFI'ICE COMMUNICATION 

DATil October 18, 19}9 

TO Secrotar7 Morgentban 

llr. Cocbzoa~> 

llr. Pboonh JiJ>aucl.al Coanoolcr of t bo llrititb lolbe117, tolepboaod M 
laot night tbet be woul.4 o011e b7 tbio forenoon to gin ua a ... _ 'Obiob bo 
h&d rece1Ye4 troa bio Oonruct in reprd to oilnr. l!e called at 12115 
tbio noon a~>d ...-riled to ae tba ... _ 'Obiob be bed rooeind, a o followtl 

!be llriUtb baYe fOW>d no - t1otaotol'7 • 1 ot prenAtillc parobaou of 
oilnr ~1Aat 4ollaro b7 apecul.ator o &Ad otbero 1A London. 

It 1o propooe4 to prohibit tbe import of oilnr exe~t Wldar Ucon11. 
Llcenoeo would be grant ed in fact tor 1mporto of oil ... r troa In41& or 
oterlin& cowotrioo but not for illporto from C~ or tbo united Statoo. 
Pinoent •• aoked to e:q>l&in tbe Brititb poo1Uon to Secrotar7 llor&entbau. 
l!e a.id bio people would take no action pondinc word ot tbo Socret&rT' o r ... 
action to tbia ... .age. 

In r~l7 to ar quootiono, Pinoont o&id be tbollgbt tbio •• a propooal 
to take toraal ot~o t ow.rdo otopping a loophole, oinco be Ulldorotood iJI!porto 
ot oilnr bad alr&&47 beon diocourac-4. l!o •do clear tbat tbo propooo4 
action concorno tbo united I1~~&4o•. SiAco 0111' 41ocuao1ono ooMU• ace 
about tbe propooal tor tbo impooition of an aabargo upon oil•or ioporto 
into In41&, be bao oeen no word of tbe carr71"& out of tbh propooal .• 

llr. PiAoct will call at 21}0 on !'lmroclaT afternoon t o preoOl!.t llr. 
Ooborne of tbo li&Ak of :I:D61an4. l!e would appreciate recoirlng an an ... or 
in reprd to oilnr at tbat Ume, or earlier it it ....,. 'bo oonnniont for 
t bo Socretar7. 

STRICTLY CONFIDENTIAL 
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~·~4rr1ner 
Ecole&: 

HliJr: 

<" • 
~. 

s::Jr: 

E: 

E: 

lll!Jr: 

E: 

H!!Jr: 

E: 

H:·:Jr: 

E: 

Hl!Jr: 

E: 

Hello. 

Henr)'. 

Yes, Harriner. 

October lS, 1939 
ll:54 a . ... 

You sa i d sooething about a meeting at ll o'clock 
tooorrow. 

That's right. 

And 1t was tentative. 

Yeah. 

l~ow • . .... 

I ' m anxious to have it. 

\·/ell , I -- I just wan t ed t o knol< because George has 
got t o get down from lle1~ Yorlt . 

\/ell , I ' m-- I'm anxious to have i t. 

You !>refer to have 1t tot1orrow rat her t han Frida y? 

I -- I don't t~irut I'll be here Friday. 

I see. >iell, it ••.... 

The French are pressing me very hard tor L~ answer . 

So t he sooner t he bet t er. 

The sooner the better and what I'd like to do is, 
a t the me• ting tomorrow, I' d like to cone to a 
decision with you and with Harri son. 

Yeah. 

Seo? 

Settl e it definitely. 

27 

Because the French are quite upset because >~e don't .... 
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E: 

- 2 -

George -- George t hought t ha t he -- he ' d bring 
Knoke down. 

That ' s all right . 

He s e emed t o t?tinlt t hat Knolte , ne a practical opera­
tor, would be even more helpful than Logan, t he 
lawyer . 

\/ell tl\1\ t ' s up to him. 

Yea.'1 . now, t !1ere 1 s another t h i ng . Th is bond narl:et 
as you have ~saibly noticed is -- has been pretty 
stronz all •·:eek and I ' m just wondering , with reference 
to t he sale of notes -- t here ' a been -- tie • ve been 
having a 11 ttle t aD. abou t vh etiler or not we a!:!ould 
conoide>• letting aooe ot tile securities .:e ' ve bou:;r. t 
GQ l n order to just hol d t he martet !roo continuing 
t o a dvance as t e at a s it i S. But it woul d seem to 
n e t hn t while this mnr ke t 1B aho~:in£! t he strength 
!t i s , it oay be an excel lent time-- >Je 1 ve been out 
ot the market now for oh , "'hat ie 1 t, over t :'U'ee 
>~eeks , three or f our weelta . It ml :;ht be e. good. ti:no 
to - - t o announce your refunding lf you e>.-pect t o 
'o lt in t he near future. 

•,:el l , I thi~Jt you ' re ri,;ht , but was it you or I once 
Bald beck her e a c ouple ot yearn ago <ihen t hey j ust -­
t hi nns ~<en t up a little blt ancl we Jus t began to get 
the taste of prosperity. 

1:e11 , ot c our se t :tia - - t h io -- t hese pe.rticul.~.r 
bonds no~t have EQ:te about -- alcost hal f l<ay up to 
t he -- ;;o t he poi n t •.-:::e r e t hey were when we started 
to buy, end ot course we ltad relt t h:>.t buying all the 
Y.ay c.o>.'l\ t here tha t >:hen t hey -- aft er t hey got u:> 
to a certain w int t hat we -- t o le t the::~ conti:tue 
t o e;o up it only means tha t t he reac tion is t lw.t 
much 'I<Orse when t h ey cor'le on the dm-rn side . And it 
certainly wnsn ' t -- it i sn ' t our idea to - - certainly 
not Mine , to - - t o try t o brincr t he market down. 
It's merely to stabilize it . 

\:ell, nooh before you do any ooll ing t<ould you g1 ve 
me a chance t o talk to you? 

Oh, sure. Oh, ln • ...... 
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But I am pl anning t he refunding or t hose •••.• 

Oh , we --we wouldn't think or doing anything at all 
without discussing t he Whole t~ing wit h you . 

\'/ell, I 1 m planning ••.... 

And that's why I ment ion i t now, because • ••.. . 

\/ell , I tell you, Marriner, I' m goi ng t o have a 
press conference at 10:30 tomorrow. 

Yeah. 

And I'll drop a strong h.int that we're going t o do 
t hese notes next week. 

Uh- huh. 

How's that? 

Well , I was just wondering it t here ' s any -- any 
advan t age 1n letting t he market know about it? 
11hat do you t h ink or t hat? 

\'/ell, le t me think it over, Harr1ner. 

I t hink -- I t hink t hat it may be good strategy, i t 
this t h ing is strong , to just oome right out and 
announce it wi thout - - without giVing them a chance 
to - - to go out and - - I 1 ve alvaye r ound that the 
trouble vit.h so darn I!IBny or those f ellows up there , 
when they have t his advanoe i nforoation they try to 
take some advantage ot it. 

Well then, I wouldn't do anything unti l next Monday. 

And -- and it would seem to me tha t you wouldn't do 
a t hing, not even -- and the rever the people ve 
talk to about it the better. 

11ell ...... 

And then -- and then if this market i s good and 
strong, just decide i t in t hat day tha t -- j ust 
announoe that we' r e goi ng t o retund these just as 
a mat ter or routine. You see' 
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II ell, l et me th ink about it and I 111 talk to you 
again about i t then tomorrow. 

All right. Now, I 1 ve got George coming dolm and I ' a 
going to aalt t he -- t he execut1 ve com1 ttee t o meet, 
inasmuch as be ' s going to be here, to diecuee t h1a 
whole thing. 

Good. 

And so that we can discuss t he letting or some or our 
s t uff run orr; also in connection with t~is -- the 
r efunding . 

0 . K., Harriner. 

All right then , u e 111 see you a t 11 in t he cornin(l . 

Yeah. 

O. K. 

Than..\t you. 
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George 
P.arruon: 

H!lJr: 

H: 

tc!Jr: 

H: 

li: 

H! ~Jr: 

H: 

H:.:Jr: 

H: 

.. . n . 

October lS, 1939 
12:00 noon 

31 

Henry, Knoke yesterday called Cochran about a meeeage 
thnt he got ..•• .• 

Yeah • 

. . . • • • from the Furness ~11 thy Compnny, 

Right . 

And 1t vas coming close to the matter about Which I 
said I ' d kee~ in touch with you ~ersonally, so I 
wanted to let you kn.ow what 1t was. 

\\"ell , now I Just got through tallting nth Harr 1ner 
and I've asked to see you and hie tomorrow at 11 
o 1 clock .•....• 

I see. 

••.... at my office. 

All right. 

I. . ... 

Well now on this -- on t his thing, these ~eo~le -­
that is, the stenmsh.ip company here in New York 
of course expects some sort or an answer fron us. 

Well, tell theo you can't give tbeo an answer until 
tomorrow afternoon • 

Uh-huh. All right. 

l:e 'll settle the thing definitely tomorrow. 

All right. First-rate. 

0 . K. 

Goodbye. 
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, ·~rlcy : 

'C 'Jr : 

r : 

·: .. J r: 

f' : 

1f.Jr: 

r : 

r: 

m:Jr: 

r : 

Hello. 

This is \·linchel l cRlling . 

it . . 
,. 

Oc tober lS, 1939 
12:02 p. m. 

(Lau~lo ) Is he a fri end o f yours? 

I wouldn 't say so. 

(Lau;,ho) 

! never . .. .. . 

I t !1ou;;ht you wer e goin<; to die t he Kay I reaC. t he 
, a,ero. 

(l:.,r·e lau.;i1ter) 

::y God 1 I d1dn ' t l:.now whP.t to t hink of t hings Rr ound 
h Cl' O . 

OL. .. ..• 

·,:hat the hell possesses a guy to do -- t<ell , of co\troe 
I 111 no t -- l e t ne tell ;tou e runny s tory about him. 
A year aGQ - - one ni gh t -- more - roaybe it's a c ouple 
ot years ago ! ha.>:>ened t o be in t he library r ca.:i ncr 
end listen1ng to hlo and Beaa wes listening to h i m in 
her room and Jiony •.. •. . 

Yeah. 

... ... wr. • listeninG to tho radio . And over -- t !'.E t 
nisnt ove~ ~~e r ed1o he predic t ed tha t the Farley ' s 
were going to ~eve a baby, sec, the >ray he t ell.Jl 
t hoee th i ngs . 

I know. 

So I went i n to Bess and I enid, 11Are you holdi ng 
out on ne" ? And when I was kidding he r about i t 
Jil:ll:lY came in a nd said , 11 l·!ot her, l:hnt i s l:inchell 
talki ng about you• ? 
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(Hearty laughter) Th at' s wonderful. 

Very tunny. No" I -- I ' m I'IOroly telling you t his 
s tory t o s how you ho~1 f ar-fetched now h e doesn't 
care what he says >:ithout checking . See? 

I ltnow. 

I t wa s very tunny. You ' re all right, a re you? 

Oh, I •m tine. 

P.ot: 's t he noney? 

o~ . we 've got l ote of 1t . 

Good. 
r ight . 

liell, take i t easy. I ' n gl ad you ' re all 
Is everyt!11ng a ll r i 3i1t in Dutchess County? 

Everything is tine. Apples a little cheap but t hat' s 
all. 

It ' s aa democratic ao ever, i s it? 

Just as democratic. 

Very good. 

\Is ' ve s t il l go t t he eame congreasoen . 

0 . Y. . \/ell t hat's all right . 

All right . 

See )'Ou later . 

Goodbye . 
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Hl!Jr: Hello . 

Operator: l!r . Jones . 

H!!Jr : Hello . 

Jesse 
Jonee: Hello . 

h~ ·:Jr: Jesse? 

J: Yeah. 

.., -

October 18, 1939 
12:05 P•"'· 

Hl"Jr: I'd l i ke t o talk to you t or a couple ot ~lnutes it 
you 1 re tree. 

J : All right, sir. 

m:Jr: Oh, back in Sep t eaber I go t o. letter from Hull and 
then one from Welles saying the President wanted to 
se t up a collll!littee to handle th1o South American 
busi ness, see? 

J : Yes. 

34 

Ht:Jr: Dut eaying t hat -- lo.y1nr down the law pretty much 
t hat we couldn't do anyth ing unless t he State Depart­
'llent initia ted it:. 1:e11 then, lielleo in his l etter 
said that he' d tal k about 1t when he cane back . So · 
I went over t here and first I had a lon;; tal.k wi t h 
~lellee and cat:le t o an understanding with hlm. Second , 

yeaterday Hanes and I went over and had a long talk with 
Hull and Welles. No" the poi nt tha t I made >:as, I ' m 
busy, I 've got lots ot t hings to do and I don't want 
t o do anything that t he President or ~!r. Hull doesn' t 
want me t o do. 

J: Yeah . 

Hl:Jr: And 1f t hey would like me to do any negotia ting with 
any country in Sout h America , and t hey indicate the 
country, I' d be glad to talte 1t on. But once I do 
t ake 1t on I don ' t want to have happen what did in 
Brazil, t ha t for t hree weeks they put the screws on 
these fellows While t hey tried t o extract some money 
from t he pr i vate bon~~olderG. 

Yeah. 
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J: 

::::Jr: 

J: 

r: :Jr: 
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J : 

H!tJr: 
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And in the ? recess ruined Dr. Arahna ' s reputation, 
hls usefulness, and .:e lose one or the best friends 
America's got, which is what happened. 

Um- hnl . 

No>~ , the outshot ot it was that I oaid , " llo>r look , 
if you will pick a country, and pick us a good one 
l:here 1·1e ' ve got a 75 percent chance of being success­
f ul, I make t he suggestion you piolt the country and 
t hen t hat you let Jesse Jones, llelles and I try to 
~<ark out a formula . • 

Yecl1. 

"We ' ll subnit 1t to t he Pr coident and see it' he li~eo 
it; s how it to you, Cordell, and oee i f you like it; 
and t hen 1:e 111 show it to Key Pit tl'lall and say, 1 Can 
you defend th!s on the floor or Congress7 11 Now 
I said, "It a fellow hns a tire in his store and 
ho 1 s burned out and t here's five thousnnd dollars 
d~agcs and he needs ten t houonnd dollars to rebuild 
and put in a little eq1ipment he ' s deci ded he ' s a 
good risk. The banker doesn 't say, 'well, I'~ not 
i nt erested bect>.uae he alread;~ owen me t~;enty-t'ive 
hundred dol lars and I ' m not going to do any thing 
until he pays tha t bnol: first. 111 

Yeah. 

And I sa id, "That ' s vnb t you're telling t hese South 
A~eric~~ countries, • a nd I eni d , •Just to ?rotect 
the bond CO:m:>ittee or Hanson, \lh1te an<'i Herbert Pels, 
say t hey won't settle tor anythi ng l ess t hen e 

h undred cents on a eollar. • 

Uc- hm. 

And I said, "The Treasury permits a coo~y to buy 
in its bonds at nny nriee it oan.• I ssi~ , "Jones 
got through a b! ll aimost pormitt1ng t he railroads 
to do the same t~ing and I say what's hap?ened 
in the last six yearn, 1:e haven 't made a settlement 
11lth any country." Bee? 

Yeah. 

And ! said, "You can't put the private debts or!' in 
one corner and at the saoe time t urn about making a 
loan to them and t hen put t he screws on tbese tello11s . • 

' 
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And I said, •took, what have you go t out of Bra til t 
One oill1on dollars.• 

Yeah. 

And t hn t' s all. Bo I do n 1 t know ~:he t hor you think 
I ' rr. talki nG horse eenne or not . 

No , I t hink you ' r e talkin~ sense . 

So I sai d , "Jones is doi ng thlB ever y ciay; he ' s got 
reor~anlzat lons; he unders t ands h is business and I 
t hink he ' ll be in s ym;>a thy . • ~/ell Hull sa~·s , "I ' m 
i n ent i re sym~thy.• I mecn, I Bald -- he said , 
• I t you ' r e going t o r ehabi l ita te a fe llow you can 't 
only t alk e. bou t ;>art ot t h i s t hi n:::, ~·ou 1 ve got t o 
tal~ a bou t t !1e ;:'hol e t i.1ng. • 

':'h at 1 s r i gh t . 

So tha t we s t he ;>urpose of t hi s meeting th is after ­
noon. 

Yeah. 

And t he idea 1s t j..a t you and Vle llos and I will carry the 
ball and meet f requently unti l we do one country, but 
do it di f f er ently t han we ' ve done it before; l oo!t a t 
i t f r om the >:hole -- ever y standpoi nt . See? 

Yeah . 

Then when we' ve eot someth inc we ' ll fol l ow t~e 
plan t hat we ' ve set. Then 11' i t' s all r i gh t he ' s 
got fi ve or six o t her countr1e& to do it . See? 

Yeah. 

But he sai d , •colombi a i s t he ea s i e s t .• 

Yeah. So • ••.. 

\'/ha t? 

So we ~<a nt t o tal k tha t one t his af t er noon? 

\\'e 1 11 talk about t hat one th i s af t ernoon and stick 
t o 1 t until we e1 ther sa y, · ~le' re licked , • or her e ' e 
a way t o refi nance Colombi a Jus t as t hough it ves a 
pr i vate business . 

• I 
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0 , K. 

And we ' ll ha ve to do something with t his private-­
this bondholders ' protective committee wtich i s t he 
apple of t h e eye of Herbert FeU you know. 

Um-hn . 

And -- but that• s t he baolcground. Now t he ?resident's in 
entire sympat hy; Hull 1 s entire s:rmpathetio to this and 
so is 1/elles. 

Au right. 

But t h ey were going t o bring i n Federal Reserve. I 
said, ·~~t can t he Federal Reserve contribute to 
t his?• 

'l'rut t• s right . 

I said, "Nothing , • I sa i d , "If they can >:e 1 ll i n-
vite t he r.t in l ater on . • But I said, "Three people 
are e nough. • And I se.l<l , "Jones and I sl>~ays get 
along . lie 1 ve put t hrough a lot of deals together. • 
So how does it strike you? 

That s t r i kes me a l l right , e.nd t hat's >~hat ~<e will 
discuss thi s a ft er noon . 

That's right. 

0 , K. 

All right . 

And I 'll be t here a t three . 

Thanlc you. 

Thank you . 

\ 
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ID!Jr: 

Sw::mer 
1/olles : 

lr.!Jr: 

\,, .. 
1!!-!Jr: 

!!::Jr: 

\ .. '. 
!!:!Jr: 

\' . .. 
m:Jr: 

\ .. .. 

Hello . 

liello, Henry. 

Yes, Sw:mer. 

I hope you had a good lunch • 

October 1a, 1939 
2:50p.m. 

28 

(Chuckles) Gosh, I go to these t hings once a yenr 
and then I' r~ al1•aye - - s~.t down at a quarter ot: two 
and I left in the middle of it. 

Thet ' s pretty bad. 

Yes . 

I ' m gl~d I didn't go. The President asked me to get 
in touch with you a s soon as I could. 

Yes. 

And asked ~e to read this telegrac to you which he 
has Just received froo Bullitt , 

!Ught. 

Ah - - he t1rst of all refers to a letter that he sen t 
to t he President and then goes on to say, "I nov 
have t he text of t he agreement which l·!on."le t con­
cluded in London tor the coordina tion ot Prench-
Bri tish econocic acti v1 ties during t he war covering 
shipping, air production end supply or raw cateriale 
and munitions, oil and food . Monnot w&s informed 
by the British government that you had indiciated 
to Lothian that you considered a British mission 
pr eferable to a purchasing corporation. The ques­
tion will be decided i n Paris tonight or tomorrow. 
Because ot the poolins of resources by tho French 
and British governments, the British -- t he French 
government 1e inclined to believe that it would be 
oreterable to mako ~urchsses in the United States 
t~~ugh a single Joint Franco-British mission. 

·~!y opinion is t hat a Joi nt Franco-llri t1s.h m1s61on 
would be the ~at efficient mechanism. Question 
one, do you agree. I assume troo !!orgenthau ' s 
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talk witb on September 13 that such a 
Joint mission would be able to find the sane sort 
ot cooperation in ~ash1ngton t hat was accorded last 
winter to Monnet. 

•Question~two , is t~1o assumpt ion oorreot. • 

That' s the end ot the telegram. The President .• ••• 

Please. 

...... is inclined to thirut an I do t ha t t he answer 
to both or these queotions should be in t h e attlrma­
tive, but be wanted t o be sure t ha t you agreed before 
I sent the reply. 

~/ell now, Sumner, are you com1ng over here? 

Yes. 

I ' d like to talk a oinute. This -- this is pretty 
ioporte.nt. 

Yes . 

And I ' m not smart enough to Just ....• 

llhat? 

I -- I'd like to think about it tor an hour and then 
t alk a little blt wi th you. 

Why certainly. 

And •••••• 

Bill called me up on t he telephone to ask why we 
hadn 't sent a reply, that he needed it immediately, 
and t hat's t he reason I telephoned you instead ot 
waiting until I came over. 

Well, I-- I don 't-- these i mportant things , I can ' t 
- - Bullitt1 s always in a hurry. 

~hat' s right. 

And ....•• 

' \ 
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Al l right , Henry, I' ll bri ns it over with me and then 
we can t a1k a bout it and you can thinlt 1t over 1n the 
oonnt1me. 

~Tell , let me ask you a question. In London did he 
sny it wa s l!onnet or ~!onickt 

J.!onne t . 

Oh. \/ell , I -- I defi ni tely would l1lte to t el.lt with 
you n little bit. I appreciate the President giVing 
me a chance but certainly it he -- it we deci de by 
tour o 'clock, huh? 

'l.'hat ' a all right. 

And I • m willing, 1t anybody aelte say I asked t or an 
hour to think it over. 

All right, Henry. 

That doesn't seem unreasonable . 

I ' ll bring it over with me. 

Thank you, Sumner. 

I'll be over in a minute . 

· Thanlt you. 

( 
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:C!Jr: Hello. 

October lS, 1939 
4 : 00 p . m. 

~1 

OpPrator: l~r . Bell . !KJ a.l\ead. 

H~~Jr: 

Daniel 
Bell : 

H::Jr: 

B: 

H::Jr: 

B: 

H:"Jr: 

5 : 

:-r::Jr: 

5 : 

!t:Jr: 

s: 

B: 

B: 

R!!Jr: 

Hello . 

Hello. 

Yes , Dan. 

HeAley wanted to go u;> to Ne11 Yor l: t oni ght and stay 
t "" or t r.ree days - see h is sister, I think. Do 
you have any objecti on? He ' ll be ba C:t here !:ont!ay 
c orning. 

~At' s all right . 

I thlnlt he ousht t o go . He has worlted ;>retty harC. . 

I t hink that ' s all right. 

All right , I 'll tell lli1~ . 

Anything else? 

Tha t• s all. Have you tal!ted to Eccles? 

Do you want e. good laugh? 

Yeah. 

He called me up . l:e though t t hey might sell some 
bends nov. 

( Laughs) I just got t hrough t alking to hi~ t o r a 
halt hour. I a sked him if he would s t ay out until 
we refunded t he December. He says, 'Oh yes, I had 
no intention of go i ng in bo t ore rou did t he. t. • 

Oe.n you beat him? 

But he s ai d , "I hope :;ou r otund t hem righ t away so 
t ha t if ue have to go i n we onn go in pr etty soon.' 

!Kid Almighty. Can you beat him? 

\ 
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No. Well, the world hee oooe to an end. 

1'/hy? Because the bond market went upt 

No , because t hey're selling . He says they want to 
sell. 

I told him - - I said it's like when we got a little 
a recovery everybody gets worried we•re going to have 
too much this and too much that. 

Yeah. Say, isn't this t hing that was in there this 
morning a starting or someth i ng else? 

Spend1ng'l 

Yeah. 

Sure, t heymid so right in t he memorandum. 

Oh, d1d they? 

Oh, yes. 

Oh, I Just thought it was a revival of the old • ...•• 

\/ell .....• 

••.... school. 

•....• I'd rather have it in my office than in some­
body's 

Well, I-- i thought-- God, yea. ! "thought you were 
all right on that but I Jus t wondered it it was the 
same old t h1ng . 

Sure. 

Well that's what I euepicioned but I couldn't t ell. 

Well, wh,- not have it in my otrice? 

Oh, it should be there. It's better there than any 
pl ace else . 

What' 

( 
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But I Just wondered it you rooognized the t hing. 

~/ell , I -- he said -- he used the -- Jero10e Frank 
used the t hing -- a new spending program. 

Oh, did he? I didn' t get that. 

Yeah. He used i t in h1a memo to the President. 

Oh, i n hi s me10o . He didn't say t hat t his mor ning? 

No. 

Well after I go t out I said, 1 \l'ell, t his is the old 
-- same old bead." 

Ri ght. 

A di fferent bat on i t. 

Yeah. 

All· r1ght. All right , thanks. 

Goodbye . 
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Jesse 
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H)!Jr: 

J: 

J: 

:t: ~Jr: 

J: 

;r.:Jr: 

J: 

J: 

October 18, 1939 
~:4o p . o. 

Kind enough to suggest t o me a rev times t hat I 
rest a little more. I t hink -- I vas a little 
worried about you this a fternoon. You looked 
tired. 

(Chuckles) That I looked tired. 

Yeah. 

Oh, I reel a little tired . 

Yell I th ink you ought to go home. 

1:e11 ••..•• 

Don' t worry about these dal:ln t h ings . 

I don't worry abou t them. Tbat1 e right sweet or 
you, Jesse . 

Huh? 

It is very sweet or you to cell me. 

Well, I t hought about i t attar I left there, Henry, 
and ••• .. 

\/ell, t hey come over here •...• 

These fellows from-- l i ke •.•••. 

God, and be bad a cable in hie pocket from Bill 
Bullitt and he wanted an enewer yes or no, and he 
call ed me uo on the phone and wanted an answer. 
And I said,·•stey behind.• I said, •Give a fellow 
five minutes t o t hi nk t hese t h i ngs over,• you know. 

Yeah. 

But I am a little tired. 

llell, I - - I think I'd •....• 

I'm goin~ to the theater tonight with my wife. I 
hear that' s a good play at the National • 

• 

44 
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Um-hr.t . tlell , go on home and rest a while. 

Thank you , Jeeee. 

Forget it. 

I W1ll . 

t/e ' l l wrestle wi th them some way. 

Thank you. 

Goodbye . 

Goodbye . 

• 
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October l8, 1939 . 

llmORA!!DUII 

TO: Secretacy llorg«>thau ~ 
fROII: ltr. Gaston '<.:______ 
SUSJECT: Steamships RIESIIEIIT !WIDOO and .BLAIRBm 

At 10:00 p . m. Tuesday the Acerican • teamahip ffiESIDEN'J' HARDING 

reported to the Navy Commander of the Atlantic patrol that she waa in 

a violent storm and needed assistance, particularly morphine, c~e, 

splints and other hospit.l supplies and al.so an additional physician. 

Tho cutter IWIILTON, the nearest vessel or the patrol, was ordered to 

4b 

make contact wit." the ffiESlOEN'J' !1\RDING aa soon as possible . At 1:48 

the ffiESID:ll'l' P.ARDIIlG r eport ed s he was-hove to . At 2:10 she r eported 

a list of injuries , including a skull fracture, broken limbs and 

other cases . The RAJaL'J'ON made contact with the ffiESIDEII'l' FAR!ll•iG 

at 8 :45 a . m. today . The sea was too rough tor transferring inJured 

persons but tbe ID8dical sUPplies desired were put aboard tbe ffiESIIE!.'f 

liARDING . She reported ehe needed no further aaeia tance and was resunina 

her voyaae to New York where she expected to arrive Saturday. 

The position o f tbe ffiESI DENT liARDING at the tinae of her or iainol 

distress call was OCll theaat of Cape Sable and about 1, 000 Diles out ot 

!lew Iori< . 

At 2:55 a . ... the patrol intercepted an SOS troa the British stoaa­

l:hip IIII.IRBm, alao in the vicinity of the patrol . At 3 :15 the cut t er 

DUANE was ordered to proceed at fUll speed to assist the BL.I.IRB!:Xl, 300 

milH away. At 6 :44 the IIII.!RBID reported hatches intact and they were 
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endeavorizl& to rig eteerin& t&nkle . 'ftle IILURBilO l& tar report.d 

that aeoiatance wae no lo'l!er requ.ire<l. 

Both cutters were ordere<l to resume their atetione . 

( 
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October 18, 19~1 

2082 from tenned7. VERY CONFIDENTIAL. He hae 
no anewer to 202e. Thlnke power of hie poei-
tion •• Aabaeeador will be diminished if he can't 
aa.tt• adY1ee the Brltieh about eale of their 
eeouritlee. 

(Thle ie filed with other pertinent cablee •• ot 
10/24/~9, date they were ehown to the President.) 
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==:,.. fCI.I!lGAto ~Rca! :rca ftl .-:11 ~ 
iiriWA, 19)9. ft(ll AICIIlO.U O<llsar.l!l 1ft 

!1IIIIWIJIJ 

:a. tnaoponauoa""' c.c-.. ,u••Uoao. 

1. 

-"'-'• ...,.n 11aa ao~ ,.., lleoa .. .,... ...... w,..h .... 

oUll anl'flec la ~. altbncllla II'M~lT 1'0411004 

w1-. n to roponed. t- "-~ ralao 4vtec t11o 

lathr ,.n ot tile -ll anaaalwlT ~ tllla ........ 

lo far aa- lie laonH, tile~-~ 

"'nnsHac....., Ilea ..tfared. 11U1o ._.. oboo tlllo ra1aa 

reponed. la ol',.,... !be t......n..L~ ....., 1a 

oolle4v.la4 to lllo opeao4 h tratflo la lll4.00tollor, nt attar 

00 MIQ' falM I'OpOftO COllCOnllJIC \Ilia I'OUh OH lo 

1ao1lao4 \o bo akeptloal. 

!lllo J:wapl roa4 tro. Do"C Due t o I'....UC u4 \llloace 

eonl~Rr4 baa lie• -.r llaa~ fire darlJIC \be put ho 

.,,\be. Mcor41ec \o latorw.Uoa a·•aU.elolo la -.t'cl. 

OUM1Uoo - bo\11 4rlwra 111111. \I"GGCCoo are •14 h 

1oo MilT• 111111. u 1o "-~ec eore 4lfftnlt •• pt 

4rlwro wllo are wll11DC to \ako Yolllol .. owr \lllo ......, 

!rattle lo oUll ,roooo41ftC, IIILOII of U .,..lac at lllcbt. 

n 1o NpOno4 tW a ..., rea4 11aa ,_ OOIIPl•ted. 

fl'oa 0aolluc, 1Jo4Mbf•, \o ][we~ wla Joelll, l.a 

J:Wupl. !lllo - .. u.., reo4 froa c..-, to .... 1o 

..u to 1oo la ..,. .. ~uaa, ~oat ....., .., ........ t11o ....,,. 

wlU 
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wUl otf• a .uoo .. altona\lft w tho o\her J:-c-1 routo, 

ae 1t 11•• fazotMr w tho ""'• 

!1M louthweot ~ A4a1alotro.Uoa (\l't.IUib of -

IU . .alohT of Co-.1eaUoao) bao h~1o4 lOll a441Uoaal 

llt.iJih~~a~~oo hz on Tehlcloo uol..llc - roM.o of 0001.\laweot 

Cbllla (ozclulft of -IRma roat). llbo ro.too o.roa 

JCt<),oll por ltil-t• for JIUHIIC"' fthiol oo witla -

ooah or l ooo, Jeto,OI por ltil .... tor for puo-

nhiol oo with .ozo - •- ooo.h, u4 JC$0,o6 por lr::llo­

...... f or U..cb, llbooo ratoo Wilt 11lto otfoet oa Sept-. 

l, It 1o reported. that tho 111&1.o\J7 of Co-..ieotloao 1o 

to opead. 10$13,000,000 oa a road. tapro~-•t procr- 111. 

thio ana. 

2. laUwye. 

!ll.o O"O.tllrollll: of var llo- Oo- u4 :rr ...... 

o ... ad. a llrlof pc1od. of coDh.o1oa oad. oto~ of ohip­

-'- oa tho ~llldochiaa raU- for a fw ~. 

!raaU tratflc 1o ...., peni\\ad. to "' Ulrc...,., olth<MicJ> 

olLl~· of pod.o "' ..... ma ~ o.ro of-.. .... 

proh1\1to4. 

Oil So.p.- 23 a DOr\11.--....... puooacar trala -

............ - J:.alTaa. 11•- .....,. ••. l'amwl, .... 

1'ullllah.. !ll.oro were reported. to h 300 canal t1oo (lr::lllod. 

u4 l.II.JVod.) 1a thio, tho 1101t earlou acold.aot oa tho 

raUwq oiDOo l9U, ..... - liM wao ooaplotod. to 'l'uaaatll • .. 

~ 0 
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1M ~ l'&1aa ot tile lut ""* ot .......... lileft 

-.~oM nt , .. l'allWf' Ia ,..,.l'al 'J.M.o &114 all battto 

W O ... e( at t .. OM ot t .. -til. 
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RE REGULATION OP OOVER!IImNT PURCHASES October 18, 1939. 
l0 t30 a , m, 

PreLont l 

H. Y. Jr: 

Mr. Graves 
Mr. Stewart 
Mr. Baas · 
)(r, Boll 
Mr. 'llhite 
llr. ~!field 
llr. 8111.1 th 
Kr. Frank' 
lolr • lloReJDOlda 
Ur. Lubin . 
Mr. cu.rr1o <I 

Capt . Collins 
J.lra Klotz 

This meet.Lna, in the first place , 1s \Vhite House 
business so it is extra confidential, It is the 
resul t of two memoranda that I have received. One 
is from Mr. Fre.nk to the President, to me , what 
are we going to d o in case we should have peace, 
and the other one l s from Ur. CUrrie , who feels 
worried about the first quarter of this coming year 
and is there aiQ"thina we can do on Pr ocurement, 
'Hell, I would eay they both sort of come together , 
what are we going to do if business is bad, I 
thought if you didn ' t mind I would try t o kill 
two birds wlth one stone , and it looks a s though 
whatever we did, i t might be tho same answer , 
That 1s why the thina 1s here. 

Now , to go back a little bit, when McReynolds uaed 
to work for a l i ving and he was over in the Treaeury , 
before he wont to tho wtdte House , a couple of :rears 
ago, we did work with the help of Lubin and s ome 
other people - Mac may remember - on thi s i dea of 
looking at the parti cular i nduetries which had 
peaks and valle:rs . At that time we were looking 
at them and Government purchases, and 1n particular 
the shoe indus try and the woolen indus t .ry, and 
trying to d i reot the Government purchasing so that 
we wouldn ' t do it the way the Army d i d that year, 
bu)' t he woolen b lankets for two :rears at the peak 
of the market without regard to • plo:rment . l'le 
were old-f ash. i o.ned in those da)'a• We are intei'Osted 
in emplo:rment now. We made all that study and t here 
were certain indu.atries where we found the Govern­
ment waa bu:ring, both floom the standpoint of Olllplo:r­
ment and price, a t the wrong t illle and a lot could 
have been done . We had ~~:at difficult)' with the 
A~ and NaY)' about ga tt i nformation. 
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While we wait for Lubin, I think inasmuch a a 
Currie a aid that he tel t that tbia was t .he 
moat ~etul device tha t we might uae - am I 
quoting you :rigbtt 

Yes . 

I wonder , !.lac, i f you would ake t oh what we 
worked out a couple of years ago. 

Well, the 1den was to schedule the prices, that 
is, ga ther the information. I guess Harry did 
thAt for Procurement. Collins gathe red the in­
f onnat 1on !:rom the Government se:r.v1ce and s ome 
from tho military b:ranchea too , didn 't you, Ha:rryt 

Both tho Arrt1:1 and llavy, yea , air . 'l'bat was the 
principal aou:rce of information. 

They a re t ho ones that bought COllt:IOd1t ies. 

Should I aok Harry? 

I thinlt Harry could tell t he story so far as tho 
gathering 1n of inf'o:rmat1on went . He would have 
a better knowledge . 

You will :reca ll, Mr . Secretary, tho study at that 
t 1mo was principally on tho subject of textiles , 
both woolen and cotton. 

And that covers shoe a tooT 

Yes1 but tho principal study still came back to 
textiles. Well, Procurement a t tha t time wa s 
buying a very large quantity of cotton toxt1lea. 
The Army and the Navy , after several meetings and 
a£ter digging up quite a lot of inf onna t 1on, fina lly 
a imply a ta ted that they had to make purchases to 
me e t the requirements when the :requirements a:roao . 
They uaod aa an illustration the unifol'IIUI they had 
to tu:rn1sh at that time tor t he CCC, for which they 
bad to make t hose inordinately largo purchases of 
cotton kb&ki . With re to:ronco to ahoea , we had 
infornation concerntns wha t quan t i t i es they wore 
using, but it was not posaible , they claimed , under 
their budgetary system, to doter purchases or to 

\ 
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step them up, a lthough 1n the spring or 1 38 we 
did , by direction or the President, make pur­
chases - direct these people to make purchases 
of all the textiles and any other coi:IIDOdi t i es 
they could, principally textiles, because it 

54 

was the textile market a t that t ime we were dis­
cussing, 

Procurement , I think, has solved the problem more 
than ei thor of them because that was at that time 
when wo bad a valley in the textile production. 
VIe did step i n then and buy textiles , which more 
or less leveled it off and provi ded employment for 
the industry. 

On shoes , noth1n8 much has boon dono about them. 

Well, let me a sk you thie : Supposing the Presi­
dent decided the t he l\'8.1lted to conserve the 
Government cash - I have asked Harold Smith to 
be here; he will be here late - in case he wanted 
to have a shock absorber, in case of peace abroad 
or 1n case or business turning do~n, how coul d 
the President direct whoever he wished to direct 
to go about - I mean whether it io the 1Jarit1me 
Commission in building ships or whether i t is the 
Arm;y or Navy or Procurement, I meo.n what sor t of -
didn't we have a paper set up? I thought McReynol ds 
worked on that . I mean, isn't there a set- up some­
where that could be set up over the President's 
signature to ve-y qui ckly do this thing, beeau.ae 
they are placing the orders every day and they 
a re tremendous . Uac, didn't you have a set- up? 

No . 

I am doing my home work 1n f ront of you gentlemen, 
if you don ' t mind. 

It would be a budgetary control , of course, so far 
as purchases outside the Arrtrs and Navy are con­
cerned. They could withhold , wherever i t was 
possible , through orders issued through Procurement, 

\ 

Regraded Unclassified



!! . r.t .Jr : 

llcR: 

Bell : 

H. t.t . Jr: 

Currie I 

H. II . Jr: 

- . -
So far as tho Arm.7 and Navy are concerned, the 
orders would have to come - since thay have no 
control ovar tham, the orders would hava to go 
from the Pr.sid ent direct ly thl'Ough the beads of 
t hose departments. It would be a withhold ing ot 
authority, Just spending mone7 for these supplies , 
I suppose , 

Ma e, wouldn't it be very simple to draw up a piece 
of paper for the President to s i gn to get how much 
mone7 i s left in a l l - out of Ulis 7ear1 s budge t ? 
I mean, S&"f the t he would like tho an ower b"f 14onday 
from ovory depa rtmen t head, how much mone7 they 
have got left of mone7 other than salaries. 

That could be provided, I imagine . Dan could 
answer that better than I could, but I l.magine it 
could be provi ded every place except the Ar=y. 

Well , we could g ive "fOU a statement b"f ).(onda"f as 
of September 30th, get those monthly s t a t ements. 
I haven't a lot of faith in some of them because 
they use a di fferent definition for obli gations, 
but each department and ••• • 

(Mr. Smi th and Mr. Lubin enter) 

Let me give "fOU a rough idea. 'lbero a re t wo things , 
one, that in tho f irst quarter of next year business 
m&"f be bad. Two, wo may hove pea ce . The trouble 
w1 th these ideas is that the;r come evory two yea.rs 
and go back to roos t . I will Just take a second to 
sa7 there are two schools of thou.ght tho t ho vo 
approached tho President , He a sked me to get them 
out . One is the posaibilit7 of a down turn in busi­
ness the f irst quart er. Tho oocond is the poss i ­
bility of poa co and what could the Administration 
do in either case, and CUrrie asked - he thought 
tho t tho boa t device that he know of - am I quoting 
you right! 

One of tho devices . 

One was the possibility of controlling purchases. 
We have gone this f ar. You (Lubin) made that stud7 
for us of the sh oe indus try and woolens, and so forth, 
At tha t time we were interested i n emplo"fflll'nt and 
still are . I have Just gone thie far, bow could 
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we get tor the Pree1dent and the flh.ite House 
people here, say by Monday, a pi cture which 
would be 90 percent correct ot bow much money 
there ia available loft in tb1e year's budget 
other than salaries. 
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In your absence (Smith) , I was asking Dan, former 
Budget fellow, how thet could be done , wbother 
we could get by Uonday a picture or how much 
ammunition we have got lett, 

I would think so. I think we heve got most ot it 
built up for th e aummer , Ylouldn' t you think so, 
llellf 

Yes, I was just saying •••• 

Within certain limJ.ta , possibl y, 

We could get by Monday a stat ement as of Septem­
ber 30th, showing the unobligated balances. In 
some cases , I think we might hove to go back to 
the departments, because I haven't a lot of faith 
in some of their figures , but we could get that , 
I think we would have to consider that October is 
about gone, as tar as obligation& are concerned, 

Now, as to the control over tbe next few months , 
each department is required under law, as you know, 
to submit to the Director or the Budget in July 
an apportionment of their appropria tiona ,over the 
year , which receive the approval of the Director. 
Now, if the President want ed to control that tor, 
say, November, December and January, be could 
direct the departmen t • to aubmi t again their 
apportionments, abaete, for thQs e months with 
the reduction or any figure that be wants to show 
1n the obligation and 15 or 20 percent, putting 
that amount i n a reeerve to be released upon -
subject to the approval of the Director. 

Isn ' t that something a s of the first ot November, 
taking for granted that October is gonet Why 
isn ' t that o. K,t 

That depends upon what you want to accomplish, 
or tho objective. I haven' t listened enough to 
get it all, 
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I take i t what the Secretary wants is to roll 
up a reserve of four or five hundred million 
dollars that can be put into subsequent months 
when business curves go down. Is that rigbtt 

Well , I am talking - the President gave me a 
copy of Frank's memorandWII, which is on one angle , 
and CUrrie and I had a telephone conversation. 
I say I am doing my home work out loud. It seems 
to me that it is the height of stupidity to over­
look a bet and not to have some kind of a cushion. 
If we can do i t and show the President how it 
could be done and he 11kee it, he can say, "Fine, 
do it , • but at least we can put it on his desk 
by Monday and say, "Now, Mr. r roaident , you ean 
save three to five bundred lll1111on dollars that 
you could release whenever you see fit . Do you 
want to do it?" f:ell then, we have done our 
duty on ttis f ront. Thn t ia nll . 

Thn t is right . 

Would that covel' whn t you had in mindt 

Yes , h!r . Secretary. 

Am I t alking too feat or too much? 

Not at all . f~at the poaaiblli t i es are, without 
disrupting any agency ' a pronram, of pushing cer­
tain purchases over tor a f ew months, wha t further 
possibilities there might be in the first quarter 
of anticipating requirements for the reca1nder of 
this year on supplies . 

'lbat "ould be a lit tle bit different . 

Ia it so much a que a tion of poa tponi.ng purchases 
a s also postponing orders , in view of the fact 
that a Government order itself is sufficient to 
get production started, even though they can say 
the fUnds wouldn't be forthcoming for another few 
weeks or a month or two? 

Yea . 

That ia the reason I said control the obligations 
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Nther than the cash. It you controlled the 
obli gations, you would oontrol that . 
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Well , ~ed1ately when we began to do it, certain 
people would begin to holler and then it comes 
down t o the question of bow serious is the holler, 

Then there ia the !\lrther danger, which one has to 
take into eonai derat1on, that it that is going to 
be done on any substantial seale and it there 
should be a downturn in Janua~, that 1s why the 
downturn will ooeur. One would bavo to weigh that 
poa sibili~. They will allocate the downturn or 
cessa t ion to any ve~ large reduction 1n Government 
ordera i f it does amount to a ve~ substantial 
amount . 

I take it . ... 

I take it that the problem Yr. CUrrie raised 
arises from tha huge volume or orders anticipating 
damand that is now expanding inventories and likely 
will lead to a drop subsequently. I think that 
genel'lll notion has been percol ating into the public 
mind. You see it i s getting into the press and 
i t is not merely governmentally-inspired sources. 
I think 1ndust~ generally ia rea lly concerned. 

Yes . 

And therefore I think a corrective trett the Govern­
ment would not be resented aa it might have been 1n 
some other period. I think there is ' a general 
apprehension on the subject. 

'l"bere we could get web more aeient11"ie w1 th tha 
help or Lub1n and Lubin oculd show us wbl.eh 1ndua­
tr1ea are working above a hundred percent. 

It is my recollection, Yr. Secretary, that 1n that 
week in Sept0111ber in which the cotton textile in­
dustry had the biggest orders in history, that we 
a lao put a big order 1n that week. 

Here is the way the f i gures look • ••• 

I have given Lubin 25 minutes' notice, ao that ia 
20 minutes more than he ia aoCIUitomed to. 
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Here is the way the figures look, When print 
cloth wns selling tor 4 and 3/4tbs, we bought 
from August 21st to 26th, 91, 000. The week or 
August 28th to September 2nd, we bought 111, 000, 
'rhe week of September 16th, when prices jumped 
to 5 , 6, which was a cent increase or 20 percent, 
we bought 1,404,000 dollars worth the next week, 
then 1,005, 000 dollars worth. Then print a tar•ted 
falling about the 25th of September and we cut 
our orders. 

We represent tho public . 

I hope that isn't all Procurement , 

llo , air, it 1s not . 

It includes ever,thin8. 

Were we in on thatf 

We were i n on some ot it, air. 

Couldn't you , by Mond.o.y , 11' they were getting 
these figures, ho.ving three or foUl' days to work 
on it, show which industries they should ease up 
on firstf Then the criticism would be diminished 
and we would be doing it on a more or less intelli­
gent basis , Jus t the way we did two years ago, 
aay, "For heaven t a sako, ease up on woo lena or 
sboee. " 

Of course , your big problem, as I understand it, 
1a that they sa y they have got to buy when they 
feel they need i t . 

It 1s a question ot defense versus economy with 
them and they say they cannot delay purchasing. 

I am satisfied that it is jus t baloney, just 
100 percent baloney. Tbe more contact I have 
with the Army and Navr - I will say that because 
I am 1n the ho.nds of my f riends here -: the less 
respect I have for their purchasing. We are in 
this thing now on the s tr..a tegi c war materials. 
They are just driving ua crazy. Their little 
ten million dollars causes us mere trouble than 
a bundred million dollars of regular stuff, Ia 
that right, Collinst 

Regraded Unclassified



Collina l 

H. M.Jrt 

CUr riO I 

H. t: .Jr; 

Slldtl11 

Boll i 

Sm1thl 

H. II! . Jrt 

Prank I 

Whit& I 

Currie I 

Whit& I 

Currie1 

H. I!.Jrt 

Bolli 

- Q - £0 

'Ibat 1a right, air . 

Thoy don' t know one day to tho next wha t they want . 
It ia doa<Uy. I would 11ko to talk to Col Uno and 
Graves and you (CUrrie) about that manganeae , 1t 
you will stay afterwards . 

Yea . a.t 1 t does meanf Mr. Sooretary·, as Lubin 
suggested, that we can t do an awtul lot without 
the Arrey and Navy. 

You follows over there and tho Director or the 
fud8ot - I mean unless you have gone socialized or 
somatbina and would like to be 1nv1 ted out to 
Ft . a.!s:yer or something, you can direct the fud8et. 
It is just a question or being a little tough. 

It is a little di fficult right now to be tough 
with the ~ and Navy. 

They are sitting on a pedestal , aren't the:y! 

I often read the decisions 1n the newspapers my­
self. 

I have bad an illustration during the las t week 
Where the President wae and got just what be wanted 
and got it within f ive hours , so I mean if he wants 
i t I am sure he can get it. 

Be is still the Commander- in- Chief. 

Bow illlportant lldght the shipping program be 1n this 
connection! They are doing an awrul lot or building. 
Couldn't they curtail their programt 

I am afraid on that , Harry, that 1a mostly let out 
by contract. You mean the Maritime or llavy! 

Maritime. 

Maritime ie mostly a l l by contract. 

Mos t ly done , too. You (Boll) l ooked into that a 
month ago. What was the storyt 

I have forgotten the tigurea, but they have a oub­
atantia.l IJIIOWlt or oontNota loft between October 

( 
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and Juno and so dooe tho u. s. Housing Authority 
have a IIUlllber of contracte yet to lot. The Navy 
does all of its work by con t ract , either private 
or at the Navy Yarde , but i f tho contract isn't 
l et , that is the place to atop it for a couple of 
months . 

Even i f it haa been l ot • • • • 

£1 

••• • and work hasn't been started, you can delay it. 

Maritime could delay i t , couldn't it? I would think 
under some of their contracts they could go to tho 
person and arrange t o s low down the ir purchaeos, that 
they shouldn't put in their orders for some t imo . 

Give thaD an extension of time . 

And a sk them not t o lot their orders stop. 

That probably could be done , yea . 

J erome, did you have some other i deas than thief 

I was thinking very vaguely in terms of our s1 tua­
t1on, what we might do over a t SEC in case of peace. 
~'hen I suggested that t he s i tua tion seemed to be so 
disturbing a s to the possibilities of the effect on 
industry of sudden peace that I thouf)l t we migh t be 
putting sonething in the cooler a s to - I was thinking 
in terms of a longe r range program of legi slative 
a ctivity, what kind or a program ,..., mil;ht want to 
have ready for next session for governaental emergency 
spending i f it happened., because - I may be wrong, 
but I would. think that with the present inventory 
s i tua t ion and with persons ' expec tations throughout 
all the country, which doubtless i s a ffecting con­
sumption buying to aome extent, a sudden peace might 
mean a really serious receaaion . 

That i s what we are a fraid of. 

I think you are right. 

Let's try to have something by next Monday. 

This is something you can do now. 
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This 1s somethinG we can 4o and t hen this legis­
lative picture will take lon~er, 

Is there any possibility of doing anything in 
cooperation with the Statea , any or the large 
States? 

On roads . 

C2 

Possibly 1n our other matters , Some or those Sta tes 
are very bi g purcbasora , an4 i f you ean get a half 
dozen of the largeat Statea to cooperate in some 
measure, they J:dght almost 4uplicate the Federal 
a ctivities , 

Particularly th ose where the Governors 
to the Adminis tration . I woul4 think, 
New York, perhaps, say Illinois , now. 
Horner would probably r espond quickly. 

are f riendly 
for ins ta.nce, 
I think 

This request f or infonnat i on, '!r. Secretary, do you 
t hink it would bo advisable to have i t broken dovm 
somewhat bett:een the r egular continuing expenditures , 
salaries and supplioaf 

Yea. Well, let me ask tho Director of the lludget, 
how would you like to do this , set up a little 
committee so we can have something by L!ondayf 

Well, i t doesn't make any 4ifforcnce to me what 
i a set up in the way or a committee . I t seems to 
me that you have got 1n Procurement a bottleneck 
ther e tbet you can start to rork on rig.>tt away, 
We scrapped tbroug)> th h problem of setting up 
reserves. It is awfully d i ffi cult to go ba ck an4 
revise that, I mean, o.n4 got 1J=e41ate act ion , 
whereas it seems to me 1n Procurement you miW1t get 
immediate action by just refusing to do certain 
buying until people are brought 1n an4 • ••• 

I thought you were a nice fel low. 

I don't think there is enough money involved, ia 
there, Harry? 

You couldn't do that . It has to be done openly, 
1 mean sayine; that you woul4 rreeze so much money. 

\ 
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I haven't reached the point where I want to recom­
mend it but I think we ought to take a look at it. 
I wouldn't put Harcy Collins out on the end of a 
limb and aay INch and such a department wants aome­
thlng and juot don't do it, just stall them, 'l!lat 
wouldn 1 t be fair to him. 

V.bat I am think ina of 1 we m&:f be piling up the Pro­
curement i tema between Ar1!rf and llavy and those 
i tems over which you (Collins) have control and 
which you purchase . 'l!lat would be obvious to you, 
probably , immediately, where it was not to others. 
I don't think you would get any such quick control 
through a readjuotment of fUnds , That is a longer 
proceeding, holding back on all sorts of expendi­
turoe. 

If the President wants to do this and he will tell 
the ::iecretary of Vlar and Navy he -nts to do i t , 
I can talk with them. If he says be wants to do 
it, wo could work out a program in 24 hours . Mae 
and Lubin and others went all through this thina 
and to do anything unofficial ly withou t the authority 
of tho President of the United States back of it 
is just a headache and I haven ' t got the time to 
take on unnecessary headaches, 

I wasn't suggesting that , but l think it i s a very 
important part of the plan that the bottlenecl< 1s 
right in Procurement where we execute it. 

Well • •• • 

Am I wrong in thatf I am loold.ng back in my State 
experience in a smaller organization where the 
purchasing agent is across the hall and we get 
together and we atop these things. 

No , but don't 1111nd my saying you are wrong. 

Proeure:nent doesn't have anythinG to do with Arrrsy 
and llavy purchases at a ll, 

I W>derstand that but I mean there might be some­
thing worked out there , 

• 

\ 
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If I hadn't had this experience over two years 
ago - Mac, you went &11 through that - it is 
just a headache. 

G4 

November, 1 37 , i s when we started working on this . 

That is a signif i cant date . tt will have to be 
put down on a piece or paper. The President will 
have to look at it and he will have to call 1n the 
Secretary of War and Navy and say, "I want thia 
done , • and he does. And then he will tel l them 
to eell Llr. S:llith and Ur . Jono• and Army and Navy 
to work with whooevor he designates . 

Well, I don' t d isagree with you on that . However, 
I just eaae fran a conforonco t his morning 1n which 
we were worrying about tho a amo thing fran t.>1o other 
end. The Army and llavy have boon g iven certain 
orders to go ahead. They have already comnitted 
themselves to an extent which worri es us very greatly 
in the Budget office and from the practical point 
of view i t is going to be extremely di fficult to 
stop f illing their orders at this time. I don't 
think you can get the terms for setting up reserves. 
That has been done . And when the pressure arises , 
the reserves are broken through und Navy, as you 
say, those issues have got to be sifted out rather 
carefully and I think to cot 1111med1ate results, 
toore >1ould havo to be, 11a you suggested, a ve:7: 
care ful set or specifications without many "ifs 
and "ands :• . 

You nay f i nd, ur. Secretary, that there have been 
so many oom:rlttmonts melle, ao much 1n tile ..-orl<s at 
t ho coment , that t.'lo best bet may be to see what 
anticipator-/ buying we could do, 

I f there is so much going on, if the President 
moved baol< i t would be worth while because Dan, I 
think , and perhaps Haro l d Smith, have been weeping 
on my neok that the President is breaking the law 
by not sending up a defici ency bill at this session 
and that was just on his own 1nit.iat1ve, I am 
rat.'ler suspicious of Dan. Dan got a little oroee 
with me bectluse I wouldn ' t do aomoth1ng about it. 
No, I was just kidding. 

Well, anyway, let's give t.'lo Proeident the p1oturo, 
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Smith: 

?rank: 

!! , II , Jr1 

Smith: 

!I, N,Jr: 

?rank I 

H, )I . Jrt 

Smith: 

Smith: 

H.M.Jr z 

llhite: 

H.ll,Jr: 

CUrrie: 

H,M,Jrl 

" 

€5 
- u-

whatever it i s. It the)' are overboard, ovet-­
expended and dragging along because the)' are 
spending 1110ne7 the)' haven' t got , let ' s give him 
that pi cture, Has he got itt 

He has got a good part of it. 

But the other could also be canvassed, the ant ici­
pating volume i n Januar7, 

Should I appoint a colllllll. t tee? 

Yes , 

Well then, wh7 don't we do this , becaus e these 
are the people: Do )'OU (llr. Frank) wan t to sit 
1n or wait until i t comes back to me? 

I wouldn't have an7 technical knowledge. 

You can wait until it comeo to me. Will you (llr. 
Smith) serve? 

Yos . 

And Mr. Currie and Mr, Collins and Bell and 
llcReynolds. How ia that? And Lubin, Could you 
meet , say Monday, and then come baok here Tuesday 
at 11:00 o 1 clook? 

I th.i nk ao. 

You soo, that ia Smith, CUrr ie, Lubin, Collins, 
.Bell and McReynolds, 

~ere i a another possibility, •• , 

Just a second, Be baok hero Tuesday with somoth1ng 
on paper at 11: 00 o ' clock, 

Something on paper, 

'1'111e 1a weighted prett;y heavllT tor the White House . 
'!'boy ought to got somet hing dono a bout it, We 
will see what this new combination over there , 
the "Silent S1Jt , • can produce. 

Regraded Unclassified



currie : 

H. M. Jr: 

fo'hi te: 

7/hi t o : 

H. >4 . Jr: 

White : 

'l . !oi . Jr: 

II cR t 

Smith : 

!l • .ll . Jrt 

llc R: 

ll .M. Jr: 

llc R: 

H .~.Jr: 

- 15 -

Na7be the7 will produce silence. 

Is there anrthing olset 

Thoro is another posaibility that • •• • 

This is the voice of Harry. 

1'ha t is that ••• • 

He got it, all right. 

I looked at Currie' s race and I got it. 

C6 

There is t he possibi litr or cooperation with the 
British and Fren ch Governmont a and I ac sure that 
a good manr o f their ve~ large orders which tbe7 
are giving now can be regulated withou t interfering 
with t heir necessary output. 

Ma y I say withou t explaining it that that is under 
complete control. I can't explain it now. The 
Presid ent is entirelr aware of that eituation . 
It is a good i dea. He has got the picture. Any 
other suggestions? Vlell , I am not going to be 
disappointed, am I , on Tuesday? 

I think so. 

I couldn 't swear that you wouldn't be. 

Don 1 t disappoint 1110 . 

I don 1 t mean you will be d isappoint ed a bout having 
a report . 

I mean this 1s just some thing to put on the Presi­
dent 1 a desk, does he want to do i t. 

You want to ge t the signif i cance of tho facta and 
what could be done. Aa tar aa getting that , I 
think we ougbt to be able to give you the facta . 

I thi nk Lubin could give us a few glaring examples . 
Tbere is another anglo to t he thing. A very bright 
young fellow came 1n here two or three weoka ago, 
Bob Stevena , and he 1a in the textile businoaa and 
he aaya tha t the Navy, I think, waa 1n tho market 

\ 
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Lubi."' : 

!Albin : 

- 16 -

for 75 or 100 thousand blankets , woolen blankets , 
and they could only r,et tho orde r fill ed f o r 
25 1 000 , He had al l the figures and sa id that 
Eng land had bought f ar in oxoeee of the wool 
they need from Aus t ralia and South Africa and 
why not swa p soMe wool f or eomo cotton. I made 
the suggestion that >~e t al<e thia wool a s ;ve did 
in ',/PA , keep t it l e to 1 t , :1ive 1 t to the mills 
nnd pe y the aills i n wool f or l:ltiiiUfaeturing for 
the Anuy o.n d .lavy or anybody olse that wanted it. 
I s en t him over to tho !Jepartmont ot' Ag riculture 
and nothing happened, but the wool en p i c ture 
must be so:::eth i n& terri b l e on prices. The thing 
th a t \70 are t alk ing a bout 1a what t he so- c!llled 
Stett.Lnius 3oat'd was golnt; to do , but tho:t a re 
ei thor out o f to"n or on tho wa'J out o;' town. 
The l'resident \?ill have to subat1 t-1te so-;cthing 
to take 1 ts p l ace , Is tho t right, Lauch? 

I think so. 

Ri ght now lt is all on you peop l es ' heads . ~nie 
g roup we n re t alJ(i l\8 to •mve e,ot to do scoeth1ng 
for him. You cnn give us somo cood exampl es , can ' t 
you , Lubin? 

I think so. 

'Jhe woolen s ituation auot bo tor r i!)l e , Now , I 
don 1 t know whether i t i s so o•• not , but they te 11 
mo t ha t the automobil e truck - 1-ioodri."'s made the 
sta~cnent that ne coul dn ' t ret a de livery of a 
t ruck tor the Arm.y ror s ix cont-hs . I don •e 
believe it , but that is tlha t ho s a i d . 

We can check that pretty d e t'1n 1 te l y t hr ough a con ­
t llct with the truck lliDJIUt'actu rors . 

I will tell a story out o f achool. So::tebody a sked 
the Pre sident i t' t h e 'NO.r e nds and you are go i ng t o 
have a general mob111zatlon l n 11 month , how was 
the Gene r a l goins to cot down t her e . ~he Presi­
dent snl d , "Lot hil\1 walk , " 

Now, Prank , arc you satisfied with this for one 
meeting? 

• 
• 

t 
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Frankl 

ii , li.Jrl 

Currie I 

Ctarr1e : 

Bell: 

llo.aa : 

ilell: 

Currie 1 

Currie: 

H. U. Jr: 

C8 

- 17 -

Fine, excellent. 

OurrieT 

Yes , Ur . Secretary. I think tbia tiea 1n with 
it , V~A has been asked to give me their schedule 
ot anticipated expenditures tor the end of the 
year. 

We do the lr buying. 

Not on the ir buying but the people they intend to 
carry on their monthly expenditures. 

I sa• in the paper that the;v went up the first part 
of October. I wondered wny, 

They have been going up ror three weeks . 

Yes . 

You say they are going on a prior schedule worked 
out three or four months ago and perhaps there 
should be some revision in it in line of the new 
prospects we expect this year, 

CUrrie , as lonB as you have raised 
somebody has got to car17 the ball 
the boys meet and evoryth1ng olae. 
mind doing thatT 

I would love to. 

~omebody always has to. 

this thing, 
and see that 

Wou l d you 

' 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

October 18, 1939 

S\lppl-nting q __,randna of October 17th concerning tbe ~ 
of ooa1 in the ..,...raJ. depar1Denta of the (loftrrDet~t, intor.ation 
hu j uat been w ceiftd to We effect U>et of 1.46 Arrq poata 7 haft 
no reaer.... suJ>Pllr; 24 haft storage capaci tJ' appro:.dAatel,y 25% filled; 
25 approx1Aatol.7 50% t1lled; 18 appro:.dAatel,y 75% f1lled; and 
72 aJ>Pl'l)ldJoa to17 ~ tilled. 

ot 1224 CCC camp locations, 156 baft no reeer.... euppl,y ot coal; 
)~ bave storage capacity appro:daate}¥ 25% f111ed; 286 approximate)¥ 
SO'..; till&<!; 167 approximate)¥ 75% tilled; and 26) approx:laatol¥ ~ 

tilled. [ 
7 

/ • 

ouL~ 
G 

71 

\ 
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Ootoba' lB. 19)9 

I!W1!!4 IIJIM FOR !liE SICiftUf 

ot 1224 CCC cup 1Dc&t.ioo8, lS6 ba.,. no rae..,. ouppl;r ot oaalJ Jsa h&.,. otonce capac1t;;r appron.&te.l,y ~~ tUl.edJ 286 approxil::.&tel,r 
!iO% f1lledJ lfn o.ppron.&tel,y ?S:t tillodJ and 263 appron.&toJ¥ ~ 
t1lled. 

Hf.Copa 

t 
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73 P 
b 111 ....... ~U,l .... 

smcn;r cOIIl'IIlBIITUL 
aw,jerilor •WUl• tw Ch1aJ atatieUaa ot illporta at Rue....,. 

IIAS!III!OTOI, 

511'1 

I b&ft the '- to refer to ta1eCJ"&pldO 1ntoratlaa reoentl7 

rurm.- tM o.pe.rtamt, ...., to tru.ea l t bercrith otat1at1oa ot ,_ 

porta &t ""•r=· or .... •teri&la tor ChiJa, puM4 tor V.Uit 

throoaP !Iva 117 the 1~/c:un-. &vthor1t1N 4ur1Joc tb& period ~Yea 

""""'t a, 19~9, to Sa~r 15, 1838, both 4&taa l.J>o1u1fto 

l'h• •tari&la oowre4 b7 the ....,1oaod at&tiatloa w ra ftlued 

36 o...W to - "'P"• Clio Sept 1'111' 16th tb& total 'ftl• ot &11 

tnaait ahlJIIIIII\e to ChUa -.. lll&pHa .,,, ... ,m, 01' approxiata.l7 

tae,m,Mt. 

~. et u.,;. liT ft1M W -.11 ta 4o with tb& .,._ w; t 

ot _,. •tar1&1• to Cb1a ftl'i»c tb& al.z WMka ....,. ....s..r. la tb& 

nrn b&1t ot Aalpft tb& aton&la ahlppe4 11&4 a 'ftlw ot ta17 

...... 10,..., ( tii,UO) o 'Die~ .,.tboriUea are- .aldac '*17 

~ ,..,arta ot ahlJWIIt&, bolt 1t 1• atate4 tb&t otatut1N wll1 

._saM I ;fl .. . ~--" alol ...... &re 
1 

...... 

-,.nl\ill7 ,._., • 
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!I! IUDIULI rca !!!!!!!· 

.-.uns... •t ill II .... h :vw ........ u4 ...... tw ... 1, ... 
- 0Ut1• .....,_U.. Wille*~ .t.llpft I te .. ,. .. ,. 11, lilt, 

!Jp et ...... DMoripUa O•&ttl ot Yal• llneriel ..... uo~.....wr wtrt• .,... 
1M ·J-JIU"U ..,._..tee 1 .. Aoeerl,U. llld.W "•• '•* • • • llld.WftatM 10, ... 

net t ..... u .... 61111•• 1180 a-.. 10, ... 

rraoen u .... a!Mll•• 100, 000 • eo,Hl 
Me·h1 • ... 1 -- .- ud e<jl&l.,. ..... llld.tecl ....... •,m • Oelt c- ud e<jl&l.,. 

.... 110 eal•J I llalW stat. ..... 
1 Celt a1nraft ca ..,. 
~ ......... 110 
ea~., 1 • • I, .. 

101 ..... ,.ta_upt 
c- u4 e<jld..-tJIOO o-ft NO,IIO 

W'1NI 660 llouer T,G -.,11,000 llel&l• 111,111 - I 
'·'- (MAD 1Ift naWh 11 llalt.4 11 .... 1,101 

C!&r!rSAp ' ,... ..-.-·h'• 
.-. 1000 ....... • • l,Ut 

I T.t - 1a ollpeJIOOO • • ... 
1 .. • u .... , 100 • • .. 

!ftal 1,111, ... 

\ 
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• • -·-
.. ....,..,. ~ cm:a. 

t; N G-. ... lwpoW ........ 1W w-i' lv tile a.rw. O..IIM 
art' srttlee ..._ tlot ,..W .loJICM' I te kpt 'IF 11, lllto 

c--,. ot 
ori•ia 

l o Je\d• .. -.. 
a. Gw : 
6.u.ii~M ...... 
1. UidW 1111&'1'• 

lol~U1-. ... 
a. ·••-- • 
1. !n:rrra • 
'-Mess·-,.,._ • •. Dill,..... • 
•• cu .. ,... • 

1 .... f , .. ,.. ... 

...,. ~ .. "··~- " 
-··-~ 

f.w:n!S BT rtn8 OP II.Uil!UL 

U,Olt 
101 

100, 000 

1,tt0 
U,IOO 

~-..,... 
w .... 
110,­

IO,Ml 
10,m 
lO,MI 1.-

l,UI,IM 

~...w.. 
u •• • Jlell.an 

a.,aa 
101,7111 ..... 
1o,m 
!,166 ....... 

~ftla\ 
u.a. M've 

11J,M7 
IU1UI 
n .... ··­··"' ... ...... 

I 

?!i 
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PAIW'BIIA.D OF ftt-PIWC SDf 

'1'01 Aaerioan labu87, Lolldoa, l!:nglaao! 

DAft: Oo'ober 18, 19~9, ~ p.a. 

10.1 12-" 

J'IIOX BIXlRE'l'AIIY XORODI'!IU.11. 

Re '•legraa Jo. 200• of Oo,ober 11, 8 p.a., troa 

Butterwortil. 

16 

You are proY1ded W1til 'h• toll oviag e'r1o'lr ooat1dea­

t1al 1ntoraat1on, tor guarded U18 onlJ'. I' 111 a .. uaeo! tila' 
a reepone1ble oft1o1al requee,ed the 1ntoraa,1on. 

Approx111ate1J tz.a,ooo were held t or tile acooun' ot 

the Natlonal.Bank ot CzeohoeloYekla 1n !lew Yor!t around tile 

fltteentil ot Karch. The !lew Yorlt banlte W11:h whloh theee 

balance• were held tor a few da7• after Xaroh 16 unde~oolt 

Yoluntar11J 'o retra111 troa peraittlng any iaportant or 

unueual W1thdrawal.e troa tileee aooounte tor CuoboeloYekl.a. 

81noe that tiae, the polioiee which 1:he 1nd1rt4ual banlte 

haYe f ollowed haYe been detera1ned 1ndependentlr and upon 

their lawyere1 a4Yioe. 

... " 
.,1 .... , .,¥wr . ...., 

· --~ 

JI11LL 
(BJ') 

( 
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Stor•tary of State 

Washington 

l 

2513, OctobEr lB, 6 p. m. 

FOR T!TE TREI•SURY. 

GRAY 

Rlris 

DatEd OctobEr lB, 1939 

Rto 1 d 3:47 p . m. 

T~L stouritits market had a firm undtrtont t oday 

and moat issuEs advanced . R1mtts wert stronger and thE 

1925 and 1937 EXChangE guaranty iSSUES advanotd 2 ol0 

77 

and l o70 rtsptotivtly. Tht mort opt imistic tont prEvailing 

on t ht BoursE todar is attributed to tht "failurE" of th£ 

rrotnt GErman air raids against England, on tht favorablE 

intt rprttation g ivrn tht dtparturt of tht Turkish Foreign 

M1nisttr trom Mosoow without signing a treaty , and on 

a gtntrol fttl1ng t hat Hit ltr is uneasy and undt oidtd. 

Frtnoh statiotioal services havt susptndtd publication 

from periods since tht first of Stpttmbtr of all indicts 

of production, ooat of living, oarlond1ngs, unemploymEnt. 

and similar mtans of taking thE oountry's Eoonomic pulsto 

Tht Director of thE Statietiqur Orntralt dt 1a France 

i nforms us t ha t for tht tim£ bting thEy had no dat e. 

to go on and 1nt1mntE t hat thE otnsors 1 soiseors might 

prevent publica tion if they hado 

(END OF SECTION ONE) 
BtJLLI'rl' 

.. 
t liB:NPL ( 
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Secretary of State 

Yfaahington 

ORI•Y 

Paris 

D&trd Oe t obtr 18, 1939 

Rto 'd 4:10 p , m. 

2513, October 181 6 p .m. (SECTION TWO ) 

18 

It is reported from Holland that the weekly statement 

of t he Bank of thE Netherlands shows an increase of 

8, 000, 000 florins in gold holdings bringing the total 

to 1 , 112, 000, 000, This is attributed in some Dutch 

financial oircles to German payments tor imports from 

Holland and it is intimated that thE gold so employed 

may have been part of the recent shipment rrom Russia 

to Gtr~any . Other Dutch sources attributed thE increasE 

t o dthoard1ng by private Dutoh holders . T~tol 

demand liabilitiES art 1 , 426,000, 000 aa as-inst 1,420, 000, 000 

a week ago and gold coverage has increased to 77 . 98 ~ 

against 77, 81 ~ . 

Paris savings bank deposita tor thE period October 9 

to 14 totaled 9
1
444, 000 trance as against withdrawalS 

or 4,483
1
000 rranes thus i ndicating a oontinuanc< of the 

recent more s~t.tistaot.oi'y trEnd. (ENll OF MESSAGE ) 

BULLITT 

NPL l'tll •' I ., "' 

\ 
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Srorttary of State 

Wash1naton 

( 

2083, October l8, lO p .m. 

PLAIR 

London 

Dntrd October l8, l939 

Rtc 1d 4:57 p . m. 

FOR TREASURY FROY BU'l'TERWCil TI! . 

My 2004, October ll, 6 p. m. 

I{€NNEDY 

NPL 

~ ~ . ., C:· 
~ ~."J .. . 
• '1 ... ...., l' ' 
-· ' i ' ~ 

~ • ~ ~ 
~ 
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REB 

Scorctnry of Stntc , 

Wcshin.;:ton , 

I 

1751 , ( ctobtr 16, 7 p , m. 

o:lAY 

Berlin 

Dntrd Octobt>' 18, 1§39 

Rto 1d 7:20 P• m, 

The Gu· •. ;an prcos cnrritc n britt onnounct=nt t..l-ct 

rollowin; c rortni~t 's nc~o~1nt1on~ en ngrtcmtnt vno 

si;;ntd l.n i'><: ).;rcdt on October 1St:, extending thE Gcrr.-·nn­

Y.ugoalcvicn cltnrin.;; arrnfl3tt•cnt tor ont yccr , No 

dttailo co to tlu: rtoult o o!' t l' c trc.dt ntgotictiono 

hr.vc ytt bern L' ndE public beyond t l· t ot~.ttmtnt in 

pnptro t' ct Otrmnny w1ll rtotivt '' lend, nnt1mony, 

and ot''tr n ttcls" . ThE pre so eownmiquto do not state 

tbot tilE nttl c.rrcn,tmtnto >till rtoult em 1ncrrcst 1n 

totel trcdt ::.ctwrcn tht two countrito , I!lFOaJ.I TREASl:P.tY. 

NPL 

0 i '/ I J , I 3 II 

1 ~1 '-' t1A'H4f ' l' ti •,H)lr 
, .. ,.. nl. ... ·o 

1'\h'l»rl .._ • .l ~CIRU a.,. -.tal 

' 
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/ 
October lG,lG~9 

1250 cable to Iennedy replying to 2082. Question 
re marketing American eecurit1ee by Br1tieh Govt 
ie et1ll being turned over in our m1nde. HelpfUl 
if Br1t1eh Govt would deaignate one or more people 
t o d1acuaa th1e 1n Waeh1ngton 

(Th1a 1a filed with other pertinent cablee •• of 
10/24/~9, date they were ahown to the Pree1dent.) 

81 
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ADO MORGENTHAU 
.) OCT 19 Bi9 

WASHN - SECY MOR GENTH AU SAID THE 206 000 000 

OLS RE~INANC I NG PROGRAM 0~ COMMOD ITY CREDIT 

CORP HAS GONE EXT REMELY WEL L 

ON BASIS 0~ THE RESPON SE TO THAT OPERAT I ON 

MR MORGENTHAU ASSERTED THAT• INDICATIONS ARE 

THAT THE -EMERGENCY S ITUA TION- THAT AROSE UPON 

DECLARAT ION OF WAR IN EUROPE HAS SUBS IDED-

AS -PART AND PARCEL OF THAT S ITUATION- THE 

SECY CONTINUED W R BURGESS TOM K SMITH AND 

EARLE BAILIE WHO WERE APPOINTED TEMPORARY 

SPECIAL ADVISERS TO THE TRE ASURY IMMEDIATELY 

A~TER OUTBREAK 0~ THE EUROPEAN WAR ARE 

RETURNING TO THEIR PR IVATE BUS INESSES - -ALL 

THREE OF THEM HAV E B E~N : XTREMELY HELP~UL-

MR MORGENTHAU DECLARED- - 1 ~ ANY OTHER SITUAT ION 

SHAL L ARISE THEY WILL BE ON CALL TO COME DOWN 

AGAIN-

CONTINUING HIS DI SCUSS ION OF THE APP ARENT 

SUBSIDENCE OF THE WAR ~INANCIAL EMERGENCY 

INSOFAR AS THIS COUNTRY IS CONCERNED MR 

MORGENTH AU ASS ERTED THAT PRICES 0~ LONG TERM 

GOVERNMENT BONOS ARE NOW H IGHER THAN TriEY WERE 

ON SEPTEMBER 3 AND THAT THE BONO MARKET IS 

APP ARENTLY RETURN I NG TO NORMAL - AS A RESULT 

HE SAID THAT THE NEXT MAT TER WHICH THE 

TREASURY WILL TAKE UP ~ROM A ~INANC I NG POINT 

0~ VIEW WI LL BE THE RE~UNOING OF THE TREASURY-S 

526 000 000 OLS NOTE MATUR ITY ON DEC 15 

' 
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Ootober 19 , 1939 

SICUTAIT .. IIIIITIIAI JAil TIU tU IIIIICIIIICIU WfL'Tl• raa. Til 

PIOPIA'I IAI IIAt lf.IID .. fAI AI tU TUAAIT lAS c.e~Cu.t. 

10/ lt••ll0'2A 

Atl IIOIIDTUI 

KCIISI Of till ... IIIITIII 1111 TIAT U IIAt ULIAJD TIIU -JIUI 

IIIII AlfiSOlS TO DAILI 11IU TO lliiU ~fUJI~ ar1'11Pai1U. 

TilT All 1. 1 •• liDS, YJCI Clll .... Of TU.IITJIUL CITY 1M1 Of 

In fOUl T• 1 ... Itt, PIUJIIIIT Of TU 10&~'1 IIITliUL .... or IT, 

LOUISa AD biU IAJLU:, CIIIUIII Of nJ-cOITJIIUTU Coal', 

IIOICI~II!' 1111 ~T Til llf-1111 or laH,eoo,oeo C ..... Jn CIDJT 

<;OII'OIATJOII 11eTU -.arJ tnl IITIIIIILT RLL,• 

1G/lt••ll05tl 
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lllll .. ICPIT1Ill 

•JT II IIIIC:ATifl TIAT IIIDIPCY c:.DlTIIU dill .. , ... til 

sru•n• tfll tuU aan 11•nn, • ••••ua ... san. 
m 110111 uun, D AIID, II IITTLIIC 1AC1 Te •dNl.CY. TD 

I'IICU or LIIC Tllll I~ _, AU IIIDI TIU Tin nu lEn. 

Til IIXT. ftiD or .. IIUI, TD IIClndY SAil, I ILL II Til IUID• 

lite: II AJfA.C:I tr A UM,toO,tM !UAIRY lltTI IIIII CtiiiH Ill '"· 

u. 
ltr~IIC Tt Ill filii SI'I~IAL AJfllfll, ... C~I S&ll TilT TilT 

IAfl liD IXTIUILY IILPriL II TU llfll IUU Tin lUI UU. 

•JF &liT OTID IJTIATI .. Sltl~ &IJSI,• ll AIJD, •TDY IILL II .. 

CALL TO COil 1011 AC&II.• 

TDU enn Sl'lCI&L AJflltiS, ALL MUTUIJIIC IC-JITI, IJU 

RDIAll AT Til TIU.SRY t •tciJITIAI lUI, IIC& .. l ~Ill All STILL IAIY 

l'tOILDIS •11 Til T'D" Ill SIAUIP fiAT'S CtiiC .. II Til ltl~ 

TOlAY• TUT IIU 101111 CHTI .... ITOY. Tllll Ufl~ All .IACtl 

91•11, or CIJC:ACt, lllfliSJTY, AJII IALTll I. STIIAIT All lllrll~ I. 

lltrLll, lOTI tr Til JISTJTIU ,.. AlfUC:II STOY , 

l'lliCIT .. , 1 • .1. 

lt/ 1t-- ll101A 

AID IIOICUTIAV 

TD SICIJTAIY JISC:LOID TIAT _,0 IIClnAIY tr ITATl ... _. 

FIDDAL lAII\II AJIIJIISTIAM .lUll ..... UJ D .n YUTIIJAT TO IIKIISI 

A IIPOIT .. Til rJIUCIAL ASPICTS All ICDMLD FOI COISJIDATJ .. 
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TREASURY DEPARTMENT 

WASHINGTON 

Octobe:r 19, 1939. 

To: Secretu:r lloraenthau 

From : IIi". Bell 

Mr. Snoor of the Fano Credit .ldio1niatrat.1on called • ear~ 

this IIIOmil'lll in accordance with our arrarc•ent fl earlier in the 

week, to eee 11' there waa &1\1 obJeot.ion on the part of the Treasury 

to sellina lO-l/2 1110nthe• 3/4 per cent debentures of the Federal 

Intetwediate Credit Banko in the ... ount ot $29, 000,000 on a 0.55 

per cent baeis. Theee notes were beina offered tor the purpoae 

of raieing fUnds to pa;r ott a uturit;r ot Novsnber let in the 

same .-.nt, I told hill that the Treasury was out or the arkot 

on the c-11v Credit Corporation noteo last night and that he 

was tree to ao ahead on this basis, 

He called .,. back right atte:r 1W1<lh, ~S that the books 

were open ~ an boor and a b&lJ' and tha;r receiYed $75,000,000 

teodera in """ Iori< Cil;T and $50,0001000 outside of lin Iori< CitT, 

a total ot approxaate~ $125,000,000 tende:ra tor this iloue, 

which is an CYe:r-subacr1pt1on few- ti.Ho , 

.. 
• 
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TREASU R Y DEPARTM ENT 

WASHINGTON 

October 19, 19)9. 

To: Secretary Woraenthau 

From: llr. Bell 

Oovernor Eccles of the hderal Resene Board, Oovemor 

Harrison of the Federal Reserve Benlc of Now York, conferred -..1 th 

tho Secre t&r7 todq reaarding tho ret\mdlng of Tre&SUl')' notee 

maturing Decanber 15, 19)9. IU', Ranoa and I .....,.. al.oo preMnt. 

Qovernor Eccloa aaid that they bad d.hcu .. ed the Tre&aul')' 

retlmdina at the BOard during tbo morning aeetins and had all 

cCIIIOo to the conclusion, after a thorough canvaaa of the situation, 

that this is an ad.loirahle tt.t to carl')' thrcugh thia operation, 

On the basis of last night' a market th~ tbousht the Secret&ly 

could of !er in exchange a ,_ nota ""'t.ur1ng Sept..,ber 15, 1944 

(4 y ear a 11 110nths) at W/8 per cent. Thia, he tboqllt, 110uld. 

soU a t a premi11111. ot about a point or better and 1t the mrlcat 

oontinued to be atronc, ai&ht be a little rich, but 1t it didn't 

change &l\'1' boo• 7eatardq, be 11011ld atiU reco-nd thia aeourit7. 

On the other hand, ho thou&t>t the secret-ary might W11Dt t;o con•ider 

a l per cent, 4 years and 5 IIODtha note (Warch 15, 1944). 

He aaid that moat o! his people !eel that the Treaawy 

should so ahead and announce it on llondaJ', next, Just like they 

did the c-oodit;r Credit Corporetion•a, but he didn't think that 

-..e ought to consult aeybo<IY in the market on Frido,y and Saturdi\T 

of this week. 

Then he aaid the t after the re!undins of the Dec811ber 15th 

notes na out of the 'AT the Federal ReeeM'e Open llarkat COIIIIl.ttae 

.tgbt like to oonsidar rro. tt.t to U.. durin& perioda ot atronc 
rieing markets, letting some ot their eecurities either run ott 

or uke awitchea or ..U on the .arket. The onJ,y OOIIIIIIllt the 

Secret&ly .Ide on this waa tbet he hoped the:r would.n' t do &l\'1' of 

these things -.hen the Tre&lllll')' had a ro!'und1ns or tinancing job 

to put through. 
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For !If recor4 

!be tollolllAI papua wore d.Unred 
t o Kr. rolor upao ~. requu~ ot 
lira. IUotz: 

carboA copy ot Secretary' • l etter 
ot 10/19'39 to Senator Bartley 
tranamlttla& copy ot w.,.o r• e l et t er 
to t~e Secret ory and the Sooretary•e 
repl y - botb dated l0/19'39 and 
atatod tho Troooury• 1 polloy with 
reterenot to tbe o"rat1on of tbe 
SUb!l!zatloa .Pun4 

(Wagner' I l etter wee a photootatlc 
COJJ) 

'tlephoae coa .. raatloa oa 10/211' 39 
at 11:15 •·•· betwo., Senator 
Vandoabors aall \be Sooretary 

Ia!Ueled COP7 ot the loner ot 
10/24 ' 39 eeat by the Secretory to 
Senator V&ndeobera re Stab!llzatloo 
Fuad oad tbe purobooe ot f!Pld. 

Or!pnol lacollling l euer under 
date ot 10/17 ' 39 tram Senator Vandenberg 

Telophono ccnvoraotloo on 10/23' 39 
at 9:t5 a.a. between Secretary and 
Set~tator Vedenbera about tbe repl y 
to ~Ia letter ot 10/l:J'39. 

Cbeuncey 

88 
. . 

• 
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Oo\Ober 19, 19)9 

II)' donr Gaw\toTI 

~ a.•, Fol<17 t&lk.-1 w1 t.b 7011 tho other _,. cCDO-

iJic; tile &et1vi~ha or tbt :t.obll1saUOII J'\111;1 I b:>n r-1•od 

t -.: turu1ob 1 t . 

!'1no•r • l.Yt 

(St~ed) ft, Mor&ont~au , Jr. 

!:Mle =• 

• 

\ 
' \ 

• • 

'· \ 
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Ootober 19, 19)9 

17d .... --. 
I baw :r-r lo\tel' of Ootobel' 191 111 whioh 7'1'1 

... r ... to ,_, d10Ciloo1 ... oa tao floor o! ~ S.....t.e 
wi\b J'O!eronoo to ~ _.uoao or ~ lt.ebUlooUoa ..... 

Of OOW' .. , aa t1ao Tr ... l117 Ilop..-t.Mot. baa at. aU 
t.laoo ...So oloor, t1ao 5teb1l1oot.1oa PIIDd bu Donr liMa 
~•od to oUPf~l't. tbo ~rroDcioa of AA7 roro1CD ooua\r,r bot 
ba& bND ~lod M1el.T fOJ' t.bt Olq)J'III pw'pGIO lot 001\ 111 
\bo ot.o\ut.o pii'I\IAII\ to fticb 1\ WOO Gr .. \od, DUOlT, 
to at.ab111oo tbo u.o>lODCt • uuo or tho ~olltlr. ID cOIIIlOGUoa 
w1 tb tb6 oart'71nC 001 t. ot web J>IUl>OOO it bao beoa ,...., ""'7, 
u no .xpl.&.1Dod a t tbo baar1Dp la•t. •PrlDI 011 t.b4 'bUl 
to .n-1 tao Gt.ebU1ooUoa fled potrero, for tlao l'lliD4 to 
"0Ciu1.ro roro1CD ow-roaoioo lr0<1 U.. to t.lao. t obwl4 
Ullo to ot.at.e, -or, tht.t tlao Gt.obiUaaU oo rilll<l 1.o not. 
a<:quirl.DC ~ ......,....c1•• of belli&AI'fllt. c01111 t.rloo ud 
1a bol6111C OAllf W'itUn& uocw>t.a of foro1o;n ;Ul·r...,c1u 
of bolU&Onlll\ oo..,\r!.oo w!dch ....... ' ""lulrool loao; boU'ora 
the cnrt.br.U. or Ul• nr. 

Si»<:or.l.y, 

(•iCDod) a. ~to•·••"U.., s r , 

..... llloJabort.r.•coor 
Clla1Naa or tho S<ID&t.e c-it.t.o oo Bmldnl oJid Cvnnq 
lhU W St.ot.oo SoD& to 
••1111latoa1 D. Q, 

~0 
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ftlfti) STATES 8!liAT! 

... !Wictaa, o.c. 

Ool.oboor 191 19.39 

The liooon• hl• 
Tbe S.crotaJ7 ot the tro&....-y 

1esblnJ;ton, r . c. 

I\ oppe<>ro rroe ....... t diacuuiooo 00 tho Scat. . 
n oor th•t oou ot t ho ... boor o oro t eo.rtul !.!lot t ho 8tob1lbat1011 
Fund i • bo1nr: uaed w uu~port tho eurreneioa or l)ljl).ond and Prance 
d~rin& tbla puiod or . ... 1n ' \u'ope . 

I tnow that 70U publit h c;uart..torl)' 1ntorMtion •blcll 
r•YNll t.t~ or .. r.t.ioaa or t.t.e St&ti.llut.ion .f\&.od, but. • • 1 ~CT­
ot>nd it, tho into ..... ttOD coneom1ng o~r•tlona dur1n& S.pt.cboor 
nll oot be oftiloblo 1n tho oroin.or) collTOO ol ovooto w>til 
January 1 1 1940. ln • 1•• ot t.he r,ue!t ioaa which •re bei:l& r.Uaed 
a~ t ho proaoo t ~iao at ~ tho Ol"'r&U ono ot tho Gt sbilh&tiCil I'UD41 

I .oul d appreci•t• it it you ·~ul~ advl•• m. •• Cbai~n ot the 
S•n• t. Co.:..i tt.eo on Bank1J11 end Currency who\.hftr the UtAb1l1sat1oD 
fund 1ft acquirins tba ourrenc1•• of Entl•nd ~nd trance or wh•th• r 
t.bt Yuod 11 •uppot'Unr t.heee cw-rmei~ta. 

1 l [if.T CICi t.e Ute TC.I Li.lfiG 1tbJ" t.bCl ... a·t--.~\41'1 YrV~ 
beoi totl to M kO p14bli0 &ll,) inforM• i<>D COilCOro1J>I t.bO •co,.O O( tho 
actiYl\.ioo oJ tho "- •~l.b<Nt t.bo lapn o . Ll• ~ .... t. period ot 
\IJM lout lllldw Ulo oii'CUIIAitoll"o• 1 bopo U... ~ )'o~ •Ul bo able t.o 
aake aa ucoptiOII i n t.!>ia 1notanco . 

Ve1 1 Linccrti.) ) ow·• , 

1 
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Ill! PORBION DBPOSI'l'S October 19, 19~9 . 

lOtSO a .m. 
Preeentl 

H. M. Jr: 

!"oleyl 

llanos: 

l'lh1tu 

H&noa: 

l'lb1te: 

Banaaa 

H. II.Jrt 

Mr. !Ianoe 
llr. Poley 
llr. 11h1te 
llr. Co chl'&n 
Mr. Stewart 

All I want, as Secretary of tho T:reasur)', and tor 
myoelt and the President, 1a to know a t any t ime 
what io this account doing. I fool that it io not 
noceuary that the Board ot D1rootoro ot tho Federal 
Reserve Bank ot Now York or anybody other than tho 
Cha1l'lllllll o t the Federal Reserve Board in Waahington 
to know tb& t . 

I don ' t think they have to . You aoe, Eocleo 1e the 
tallow that io saying that ouch accounts need be 
no leas confidential than Government aooounto which 
might be opened by the Pedora1 Reserve Bank, aotins 
as fiscal agent ot t ho United States under the 
plan suggested by the Treasury. Now, 1t Eccles can 
deliver Harrison on that and ean agree that you 
wUl get all the information th1a way that you would 
get under tho tiooal agency arrangement, then you 
are just supposed to go &.long. 

One thing that I drew f rom that memorandum, TJrf own 

1mpreuion waa that the British and the French Oovom­
menta both already have accounts with the Federal 
Reserve. Why sa:y anything, but use that account 
wb1oh baa already been opened with the understanding 
between the French and tho Br1tieh that they are now 
acting as fiscal agents for Treasury and that Treasury 
wants to be kopt advised by Federal Reserve , with 
their perm1ao1on. 

They have other aocounta , John. 

Well , you ean mark them "A •, "B" , •c• and "D". 

I moan they have other aooounta than 1n the Federal 

Reserve Bck. 

I aa.uae they are going to keep them. 

llo , not on this one. The)' a:re all to be transferred • 
That 1o what they want to do. They are all to be 

trenaterred to the Federal Reserve. 

• 

Regraded Unclassified



nanos1 

Foley I 

l'lh1to 1 

H. li. Jrl 

\'.b.1to 1 

Folo;p 

H. U.Jrl 

$3 

- 2 -

I tbought they wore just going to ma.ko this a buying 
aooount in tho Federal Reserve Bank. 

John, you would never know anything unless you had 
tham all thoro because any transa ctions they didn ' t 
want you to know about, they would put through a 
private account. 

It aoems to me , Mr. Secretary - first , let me give 
you an explanation, I am wonderinel i f you could 
oll11t tho first part , that in view of the neutrality 
legislation, not to g i ve those fellows the impres­
sion that you are trying to ... , 

Supposing I just road Ecole a ' memora.ndulll. 

'nlat would be the beet way of handling it. 

I would read Eccles 1 memorandu:n and then I would 
say that •••• 

"Referring to tho t alks that you have had with 

me regarding a proposal thot the Federal Reserve 

Bank of New York , as fiscal agent or the United 

States , open accounts with the Government of 

Great Britain and the Governmont of France, I 

have discussed this -tter with the other l!lt!tlbere 

of the l!o&rd of Governors, rlhile the law provides 

the t the Federal. Reserve Bank, whe.n required by 

the Secretary of the Trea eury, shall act aa Fiscal 

Agent of the United States, it •• the opinion of 

the Board that there would be some advantage in 

handling the matter in another way, It 1111ght be 

wiser , instead of requesting the H .... York Be.nk 

aa f1aeal agent or the United Statea to open 

( 

Regraded Unclassified



- 3 -

governmental accounts under tne plan suggested, 

i f an arrangement were made under which the Bank 

ot England and tho Bank ot France, which now have 

a ccounts on the books ot the Federal Reserve Bank 

ot New York, would utilize euch accounts tor euch 

special deposits and withdrawals as in the cir­

cumstances might be necosaal')'. Th1s procedure 

has the advantage ot conforming to existing prac­

tice. You indicated aome question as to the cc:n­

fidont1al nature of such a ccounts. Such accounta 

need be no leas confidential than governmental 

a ccounts which might be oponed by the Federal 

Reserve Bank acting as fiscal agent of the United 

Statee under tne plan suggested. FUrthermore , 

there i s no reason why you could not be as tully 

and cont1nuouoly advi sed as to governmental trans­

actions handled through tho central bank accounts 

as you would be ·as to transactions 1n tne accoun ta 

proposed to be carried on the booka of the New York 

Bank acting as fisca l agent, provided tne respective 

governments instructed the central banks to author­

ize the New York Bank to g ive you the desired in­

formation. I appreciate your discussing the matter 

with me and will be glad to be advised currently aa 

to any turther develop~~~~nta 1n connecti on w1 th thia 

or any other important matter artecting the theal 

94 
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3tewarts 

H. ti . Jr: 

~ towart: 

. • . Jr: 

- 4 -

I have talked with everybody on this but Walter 
Stewart , Now, would you gi ve me • ••• 

I have talked with Foley, I agree aa to the pro­
cedure . It aemus to mo what you need is to indicate 
to then that you want a cert ain thing, you want to 
have tho r esult. You are going to have the final 
result, I di dn't know it was to be inclusive , I 
didn't know it was to be the only deposi tory of 
that nation, I think that is awfUlly important 
because otherwi s e you don't got what you want , I 
didn ' t know that bad been arranged, 

\'leU , ao many t hings happen and I al••ays try to 
give you all the facta, Now, if you put mo on the 
a pot and gave me a Bible and said, "Is that the way, " 
I ao not sure that I could swear to i t . I moan, 
thero 1a an awfUl lot of things tba t go through the 
ol d bean every day and she's a lit t l e bi t tight , 
but i f you put mo on tho spot nnd said , "Is this 
eo ,• I don' t know. Let's put it this way , is that 
a good move , in your opini ont 

I th ink it is essential if you want your information. 
If you want a comple t e prospe ctus of 111\at 1s going 
on , the only way you can assure yourse l f of it is 
e i ther to have those governments report in detail 
or to have a bank account throuS}l whioh all tho 
transactions go, not some of the transact ions. 

Now, this thing just came yes t erday. It is ter­
r i f i cally secret, I don't know why, but i t ia , 
They want i t guarded so. I IIlii not going t o tell 
thia to anybody with the exception of thi s group , 

Aa o r yesterday, the ~liah and the French came 
to an agreement they are going to do all their 
buying jointly and tho President was kind enough 
to a sk for my yea or no on it lato yesterday, \'/ell, 

tbe only answer was yea. If it 1s going to be joint , 
then i t makeo it all the more rea son, poaaibly - I 
meL~ if they are going to do it jointly, let'a have 
it all in ono place . 

It make a i t bi gger and all the more important why 
it s houl d be concentrated where you can aee it. 
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P. !J . Jr: 

\.hl t e : 

!1. 11 . Jr : 

~ .hite : 

P. !.! . Jr : 

•Innes : 

- 5 -

att they want it guar<:led . 'Ih1s call fran the 
Preddent and l.!r, flelles came o ve r late, so I 
don't s ee what else I can say but yes, do you? 

Sb 

It was only to be consummated i n Pa ris last night . 

They were con templAting that , 

But it was only a pproved and they would s i gn it 
lut night 1n Pnr·is . 

It 1s rrr:r undero tanding fro:n Lor<:! R1ver<:lale when he 

was he r e that they would keep us posted, wanted 
to koep us posted, as to what they were going to 

buy, because they dldn ' t want to ruin our buying 
throuGh tho Procuroo en t d l vision or t ho Army and 
Navy, so they wanted to work out some arrnngomont 

so they could warn u s, s o to speak , before they 

went into the market . 

'1,10y also don' t wo.nt to drive u p tho pri ce so the 

Amerl can producer \':ouldn ' t get Lhe s a:no advantag e 

he woulj get l f they we ro buying independently . 

I am wondering whe t her that ~rlo o f it sho>ud not 

be • ••• 

Could I just r oad t h is? 

"Secretary 14orgenthau said the t the emer~;encios 

resulting f r om the Europecm f!ar had subsided s o 

far as tho Treasury was concerned. Becaus e or this, 

!.!orgenthau said that he had released three business 

men advisors to enable t hem t o return to their own 

enterpri ses. 

"They ar<~ 1;. R. Burgess , Vice-chainnan o!' the National 

City Bank of New York; Tom K. Sei th, President of 

the Boatmen 's National Be.hk of' St. Louis; and Earle 

Bailie, Cha irman or Tri-Ccntinental Corporat ion, 

"!Aorgenthau said that the refund ing o f 205 mi llion 

dollars Commodi ty Credi t Corporation notes 'wen t 

over extremely woll'"· 

o. K. , Johnt 

Excellent , that 1e f ine. 
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H. ).t. Jr: 

Stewart: 

White: 

H. U. Jr: 

Foley: 

R, I!,Jr : 

Bane a : 

H.IJ. Jr: 

- 6 -

Don't you think, Wal.ter , that 1a al.l r1ghtt 

Pine. 

Tbere are one or two aspects to both mattera, 
One is with respect to the purGhasing, there are 
acme advantages and there ia thia disadvantage 
fro:n the point ot viaw ot tbe American producer, 
and they may have some oomplaint. I don't th1nk 
it 1a decisive, 

Barry, let ' a just sidetrack that a minute , 

I think, 141' . Sa ore tary, Harrison 1a going to kick 
on making this information available to you and 
that i s where there 1a going to be this disagree­
ment , and I think 1t you sit off and let Harrison 
and Ecole a fight it out and then let them cane 
back to you and say they can do it that -y , you 
will be in a muGh more s trategic position. 

97 

Here ia the point: I am having a very abort dreaa 
rehearsal with you people, I have bad none with 
them. I have had none with them. 

I would like to tall you a reservation that I have 
got. 

Write it on a piece of paper and give it to me , I 
will have time, 

(Kr, Eccles and Mr. Harr1aon enter) 

Karrinor , I don't know just how to start this 
meeting, but the re have been diacuasiona going on 
now for, I gue ss, several waaka a s to how the 
Adm1n1a trat1on would like the Ensliah and Prenob 
Governments to handle their accounts , 

(Kr. Knoke enters the conference) 

Tbe question ia up and I have got to have an 
answer this moming, because I llm seeing IJ!r, Osborne 

at noon and I have go t to give him an answer . Tbe 
PrenGh bave bean stalling around and they want an 
anawer , Tbe purpose ie, what ia beat for ua to 
tell tha Engliah and French Govarnaanta bow we 
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II , Y,Jr: 

rol ey : 

... ccl ea: 

I·:eclos : 

- 7 -

would like to have them handle thei r bank balance 

in t his country. Is that the question, Wa rriner ? 

That is t he ques t i on. 

And, aa I understand it, there at•e two ways i t 
coul d be done . cne ' to sussest to them that they 

deposit the money in the Federal Rese r ve i n !lew York 
acting aa fiscal agency for t he Trea sury, or , two, 
that th~ deposit the money i n the Federal Rese rve 
Bank o f !lew York . 

Through thei r Central Bank. 

'!'bat 1a right , through the Bank of England and the 
Bank or France . They both have accounts , 

:Ught. llow, I am willing to listen, 

l'iell , the discuss ion that we hD.d , Y.'e came to the 

concl usi on thD. t t here was notr.ing to bo gained by 

tho es tabl1ahoent of new accounts under the f iscal 
agency p revis i on, that the accoun to wore already 

esta blished with the Bank of Englnnd and the Bank 
o~ ?ranee and tha t thi s busi ness could be do no 
through those accounts , that the info~ation could 

be kept Jus t ae confidential as i t could be i f it 
were done through ~he fisca l acency account , that 
1t 'iiOu l d require no action on the pa1•t of either 

the Board or Now York Federal Reserve or action on 
the part or th i s Soard here , ina~ch as those 
accounts are already established, But the Treasury 

could be fully in!o~ed with reference to the 
acti vi t i es in those accounts, and they could get 
a transcript , if the French adv1aed the liew York 

Bank to furni sh the Treasury such informati on, It 
seemed to u.s the advantage of doing business in 

that way was ~hat the relati onship had already been 
eetablished, It would require no further action. 
It would possibly be bette~ , because leas comment 
and maybe leaa question would be ra i sed, if you 

want to look at the thing from the possibilities 
ot questions thet may be rahed by certain people 
on the Hill , thD.t there t~ould soem to us to be 
leae likelihood or practically no likelihood of 
any question being raised about the matter if it 
was done through the existing a oooun ts , 

\ 
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I , II . Jr: 

t.ecl ea: 

H. II,Jr : 

Eccles: 

H. l!. Jr: 

i!:ccles : 

li , IJ ,Jrz 

- 8 -

!low, that , in a general .-a,., is the cooclua1on 
that we came to. ThAt doesn't mean, or course, 
that there i e an7 objection on an7bod7 ' s part, 
that is, so tar as the Board ia concerned, to 
the Treaaur,. eotablioh1ng thi e account under the 
fiscal agency provisi on if they choose to , There 
i e no question at all raised in that regard. It 
they for some reason felt that they would prefer 
that , then wo would have nothing a t all to say 
about it. Ue have no objection to i t . 

f/ell , this ill the -y I feel: It everything that 
can be accomplished that I mentioned to both you 
and Harrison, can be accomplished by doing i t 

S9 

through the Bank of Englnnd and tho llanl< of Franco 
and through the Federal Reserve, if we can accomplish 
evor,.thing we woul d like to, what we want 1a secr ecy 
and make it a cont'idential natu re and tho Treasur,. 
baa access to the inf ormation. It we can get ever,.­
t hing that way, I am willing to t r y it, 

You woul d ge t ever,.thing that way if • ••• 

I 8111 willing to tr,. it. 

The l3ank of France would instruc t tho New York 
Federal Reserve to ouppl7 the information. Tho 
Now York Federal .-ould have to , of course , have 
t hat • •• • 

That could be done both •• •• 

That would have t o be done i n either case , 

In mY conversation wi th tho English and the French, 
I would simply eay that this is easi er but we want , 
ao far as you are concerned - a rose by any other 
name melle as sweet - but we would like to have tho 
information, whether it is Federal Reserve acting 
for tho Bank or England or Federal Reserve acting 
for the u . s. Treasury. We are telling you before­
hand that we would like this information. There 
isn't going to be the sli ghtest trouble with them, 
not the sli ghtest. They want us to have the informa­
t i on. They are anx.1ouo to have uo have it. ~1e7 
a re interested, Tho other th.ing, i f there can be 
the a&~no secrecy around the account 1n the Federal 
Reserve aa thoro would be 1t i t was a t i acal agency, 
I would like that . 
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I thi nk there 1a no quest ion a s to that , l~r. Secre­
tary . In oi thor ease , it i s the Federal Reserve 
Bank of New York that takes the depos it, as a cor­
poration. Under the law, the Directors are responsi­
b l e for runn1nr. the corporati on and for i ts conduct . 
Techni ca l ly, I p resume that they coul d a sk for any 
in!'ormation that is on our books, because i t is 
their Bank and they a re responsib l e for i ts runn1ns . 
As a matter of practice, however, they never do and 
neve r hnve, that I kno" of , asked for the details of 
operntlons o f any o f these a ccounts . 1'/e don't give 
1 t to thom ~nd the y don' t expect i t. I f there is 
any question about it , t hat c~tl~ well enough be 
covered i n a dvance , certai nly as to the account 
wh i ch we will lal:>ol "X", "e wil l say, that i s the 
account to bo handl ed for the Government . 

Supposlns come mecbe r of your lloard did ask. 

\'!ell, I think tha~ I wculd havtt to get a Board action 
on the r equest. I would r ec01112:1cnd tha t Tie no t give 
it to thetl and I asn sur e o f a conclusion . As a 
mat ter of fnot , I have this understandinG vii th my 
Dir ectors on all foreign accounts , not only on the 
f iscal agency ' s operation, tha t we do not disclose 
the inf ormo. tion tha t g oes through those accounts 
to ~he Di r octo1'3 . I have a ppointed a special call­
mi t teo o f th ree Directors , none of whon are bankers , 
to >~hom I can go for advice or help 1n the event 
t hat ~here 1s a for e i gn question that comes up that 
I ..-ant to clear on account o f so:ne J)1rector. Actuelly, 
I don ' t think I tw.ve cooaul t ed t hat coc:mittee or 
talked with them f or a nunber of years . ';'here hasn • t 
been any occasion to . 

Those threo Uirectors - I kno>~ r1ho they are. v:ould 
they have to see t his a ccountt 

No. 

I don ' t think that they should. 

I ag ree with you. They shou l dn ' t aee it and wou l dn ' t 
see i t . If there is any question a bout it, I could 
well enou&n talk with my Directors again and get a 
complete understanding, though I t blnk I bave got 
1t anyway, so t hat i f there Is to be any doul:>t 1n 

• .... 

\ 
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the minds of the Directors, I would advise you to 
handle the a ccount in a different way, but I om 
sure there isn ' t any doubt. 

It seems to me that there is nothing to be gained 
by carrying the f iscal agency account, because the 
Directors, i f they have a right in the one case, 
they have the right in the other under the general 
supervisory powers. According to Oeorge 's argument 
here , the fact that it is carried a s a fiscal agency 
account excludes the information from the Directors 
except by consent and , a a a practical ""'tter, neither 
does it f rom tho Board , because we haven't general 
supervisory po>~ers and our audi tors and our examiners 
have to go into the !lank and examine the .,nole thing . 
a.tt aa a practi cal matter, we have not at any t ime 
a sked for any info rmation that the Trea~ury wanted 
to keep confi dential and ne i ther has the Board of 
the New York Bank and certainly I can't conceive of 
ei thor the Board of the New York Erulk or the Board 
here asking for any information, whether i t be i n 
the f iscal agency account or whe ther i t be in the 
special a ccount . 

Now, let me ask you thie . This was the question 
that Leroy- Beaulieu a sked both Harrison and myeelf. 
Will they be running more or less riak by having a 

. Congr essional investi gation of the account i f i t is 
with the Federal Re serve than if it wae in a private 
bank! Now, I answered them a s to t .he fiscal agency , 
but how would you aiuswer that question, aaeuming 
that t hie i s going to be with the Federal Reserve. 

I suppone there is no ques tion that Congress has 
the right to app·oint a comnittee t o investigate 
an7thing that conce rns the Governoent . 

Surely. 

And that the)' could gi ve that committee power t o 
subpoena witneaaes and documents and the7 could 
have equal righ t to i nves t i gate the Guaranty Trust 
or the Federal Reserve Bank, but i n either case 
t hey would have to go through that procedure , so 
t'renkl7 , m ile thare • :r be more tempta t i on on 
the part of Congress to do it i f i t ia in a seat­
government al institution, there is no leoe r i ght 
on the part ot the Congress , as I unders tand It , 
to investiga te a private institution • 

• \ 
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You hBve a precedent. They di d call J . P. Morgan 
and all h1a books down and won t into tho English 
t ransactions during the War. 

(Discuaa1on off the record) 

Let me raise another question, if I may. J.larr1ner, 
if we do it 1211a way , there sees to be evel:"f dis­
posal to try 1t tbi o way, do you think tha t we should 
indicate to tho Br1t1eh and French that gradually 
they should tranefer all their accounts into thie 
oneT I mean that all of their balances should be 

w1 th tho Federal Reserve. 

Personally, I think so, to tho extent that they 
are •.•• 

Here is what Dow-Jones says : 

"On basis of the response to that operation, Mr . 
l<lorgenthau asserted that indications are that tho 
•emergency s ituation' that arooe upon declaration 
of wa r 1n Europe has subsided as 'part and parcel 
of that situation.• The Secretary continued 
W. R. Burgess, Tom K. Smith and Earle Bailie , who 
were appointed temporary special advisors to tho 
Trea sury immediately a f ter outbreak of the European 
war, are returning to thei r private businesses. 
All throe of them have been extremely helpful, 
Mr . Morgenthau de clared. If any other e1tuat1on 
ohall arise, they will be on call to come down 
again. 

"Continuing hie discussion of the apparent sub­
sidence of the war f inancial emergency in so far 
as t his count ry is concerned, Nr. Norgenthau asserted 
that prices of long- tenn Government bonds a re now 
higher than they were on September 3rd and that the 
bond market is apparently returning to nonnal . As 
a result , be eaid that the next matter that the 
Treaaury will take up from a financing point of 
view will be the refunding of the Treaaury's 526 
million dollar note maturi ty on December 15th. ~ 

Excuse me, but we wero on this question of • • •• 

••• • Whether they should do all the business through 

thi s Bank. Well, i t would seem to me that 1f this 

\ 
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Commission that , a s I understand it , the French -
and I a~pose the British - expect to set up to 
make their pur chases i n this country, are goins 
to make payments throu~ what we would call a 
special a ccount or an x• a ccount for the Bank 
of Prance and the Bank of England , then certainly 
to make only part o f their payments through that 
account, if they have other account s t hrough which 
some paymen t s are made, would in no way a ccomplish 
the purpose that you w11nt to acca:tplish. I would 
insist that i f this a r rangement is to be set up 
for the purpose of gett ing - keeping t his Gove rn­
ment advised and fo r such purposes as we :ay f eel 
necessary to exer cise such control over the situa­
tion as seems desirable , then to permit that busi­
ness to be divided so that Morgan or uuaran ty or 
some other inst i tution has a part of the businos~ , 

woul d be ve ry unwise, i n my opinion. and I would 
feel that I wou l d have nothing to do with i t and 
a s sume no responsibility for advising with them, 
take no responsibility for either approval or dis­
approval of the a M'Angamont , or . I .:ould insi!t that 
the en tire a r rangement and the ent11•e business be 
done t h rough thi s a ccount. I f you wa1tt my personal 
opini on, that is it . 

Do you ~t to say anything an it , George? 

I do , very much. 

You are on awfUlly dangerous ground here. 

I t ake i t first, Mr. Secreta ry , that whil e I agroo 
with the laudabl e objective of gettins al l of the 
1n1'o:mation , I don't think tha t i s the way to do 
it anJWay, to have an exclusive account in the 
Federal Roeerve Sank. The advantage or information 
tha t you are going to get in thi s Government of what 
fore i gn governments a re doing here will be ver y much 
minimized i f you wait until the consummation of the 
t ransac tion represented by the payment . You ought 
to have adva nce information of orders be1Jl& placed, 
where the:r a re being placed , and how they are being 
placed. That contemplates an agreement with those 
governments that <hrougb their purchasing agen ts 
:rou will be currently In fo rmed or a ll transactiona , 
a ctual and on order, rather than to hl<ve to wait 
for the payment or a check to give you the informa­
tion :rou ... ant and wbich, 1n man:r caaea, will not 
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be ver:y illuminating, an:yway, it you jUDt get the 
check alone , ao I would hope and expect , whatever 
you do, you will have an arrangement wi th those 
purchasing eommiaaiona to be currently informed 
directly by them, rather than through whatever 
bank or depos i t the:y are ua1n.g . 

I woulrt have that, t oo , George. I certainly waan't 
exclud.1ng thet , 

That would facilitate - having control over the 
banking account would taclli tate 1ntormat1on we 
have 1n the other, 

It is the final check, 

That is right . But there ia a practical consi dera­
tion too . The Federal Reserve Bank - no Federal 
Reserve Bank is properl:y geared up or equipped to 
handle tha chocking of commercial documents 1n the 
way thet they ought to be handled and ch ecked prior 

to a final clearance and approval of the docw:~ents . 

!:.von in the case now, where tor both the French 
and the Br ·1t1sh we are handling payments through 
the !lank of Bnglond and the !lank of France on air­
plane oontracta, the documents themselves are not 
checked by ua . They cooe to us counteraisned and 
approved but they go ~~ough commercial banks pl u s 
some foreign representative hero too , don't the7 , 

KnokeT 

No, juat through banks. 

Just t luoough banks alone? 

Way I ask , the bank is acting !or the t:S&nufacturer , 
ian ' t it , the American manufacturer? 

Yes , that is correct. 

'l'be:y have purchasing commissions here now, don't 

they, QeorgeT 

Yea. 

J'uet a aeoond, what I .., getting at 1a that tile 
American manufacturer who is going to get paid 

Regraded Unclassified



i:nokol 

li . JJ .Jrl 

~tnoko : 

:i . ); . Jr: 

:.bite: 

!>coles: 

H. II . J r: 

Harrhon: 

.. -

- u -

for wba tever he produces , he clears through the 
bank and they send those doeumonta over for pay­
ment . 

Thn t is cort•e ct. 

The French don ' t do that. 

No , 1 t sends i ts do cumon ts through Cl t y Barur and 
City ~ send.a them over to ua. 

That is all riS)lt. I mean, Curtis , using the 
Jlo. t 1onal City or soce other be.nk, s end.s it over 
t o you for payment. 

The Ci ~y 1s operating t or the Curtis and not for 
tho ?renc3 Government . 

That i s right. That is the way I thought 1t was. 
I have stalled on th is thing and the thing we are 
talking about today doesn't have to be settled at 
this minute. My own inclination is that it ought 
to be given very s erious consideration and I leaned 
tovto.rd the concentration 1n the Federal Reserve 
i f thi s thing 1s going to get very big. But I 
haven ' t discussed i t with my own associates. 

So does the whole Board. I mentioned this very 
thing because I had understood there was sane con­
templation of a d ivision of the business and it 
seemed that the whole purpose of the t hing was 
lost, if that is .mat you were going t o do . 

.S.rr1ner, I lean that way but I .,. not - I mean I 
haven't gi ven the people in Treasury a chance to 
argue w1 th me and I would like to do tba t . I may 
be wrong, I don't know. As of this moment, I wil l 
lean that way. I would like to get a clearance on 
this now. I am seeing the Brit ish representative 
at noon, Mr. Osborne, and can I tell Nr. Osborne 
this , talking for the Adlllinhtration, that 1t will 
be pleasing to us if they would follow the same 
procedure as 1n the case of the Briti sh planes on 
all of their ~urchases ? That is the form, isn't 
i t t And tell- the French the aamo thing. 

I don't want to bother you with details , but I 
would like to work out with the Bank of England 
a different procedure. 

' 
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That doesn't interest mo. 

I want than to draw their chocks on us rathe r than 
to send certifications on which v:o pay , I just 
wanted to be :ruro that • ••• 

Well, follow the general procedure , Is that right , 
ldarri ner? 

I am not familiar at all with the way these other 
a ccounts were handled, so I can't say. 

&1 t t he g eneral procedure , , •• 

fut as I understand .. ha t was d one , 1t woulc. see::> 
t o me tha t t ha t would e e e t the requi rcment s , that 
the purpose here 1s to ha vu the !lew York Federal 
Reserve Sank act as t he bank for t he ?rench Govern­
ment and the British Gove~ent thr ouCh the Pank 
o f ?renee and t he Bank o f r:nul.&nd , and all paymen t s 
for wr.at this coxm:~ission purcltases rtould be mad e 
thl~uth that account at the Federal Reserve J~nk . 

1'lw.t we , howeve r , whatever we do , whether under 
f iscal a gency Ol' centr al bank account or a bank 
depos it, we are not purchasing a gents , we can't be . 
We are not a l iquidating agent and we can ' t be , 
and one s t ep further , vte o. re no t p;enred up nor will 
vte be prepared to advise any f o roi c;n commission on 
eithe r o f t hose questions • 

I don' t t hink the r e i s any d i sa g reement on that . 

!low, for t h e s ake o f the french, how f a s t can you 
fellows c ove now? 

·;/hy , all they have go t to d o i s s end us s ane ::>oney 
t h is afternoon and say, "Label it ' T'", and i t 
is t here. 

How about making the infOl~tion available to us? 

~'lw. t , I think the wo.y you would l'.A va to do that 
is say to Beaulieu tho. t t he IJO.nl< of r' re.nce should 
instruct ue t o adv1oo you of all trononctions 
through thi s particular o.ccount , not their regular 
central blink a ccount . 

\ 
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That 1s all right, but JOU don ' t have to get a 
letter froiD the Am.bassador and a letter f r an a ll 
the rest, do JOUt 

Oh, no . 

He is coming here at 4s00 to see ~ne and I will 
tell him, "You go tomorrow morning at the opening 
of the Bank to see Mr. l~rriaon. He is r eady to 
talk business,• I s that r1ghtf 

Well, of course, in a tormativo waJ • We have got 
to t alk business with the Bank or Prance. 'lheJ 
are the ones that havo got to a sk ua to open the 
a ccount . 

But JOU can go to town on it. 

That is rig.»t. 

Wr . Beaulieu can go to New York instead of Mr, Smith 
coming to Washington. 

That 1s right . 

Ia that all right , Marrinert 

Yes . 

I a that the way to do itt 

Any waJ 1s all right with me. 

And this 1s-a trial. thing and we will see how i t 
works . If we get everything we want and the accounts 
are surrounded with the proper secrecy, we are satis­
fied . 

Somebody in the Trea aur,. , however, no doubt through 
t he French EmbaaaJ , would have to have the Bank or 
France advise New York to make available all informa­
tion 1n t h1a speo1al aoeount that ia to be opened. 

I am going to do that poraonally, 

Yea, that anut come trom the other waJ around rathe r 
than f rom u s. 
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Just let me go around a minute. 

Hanes? 

_, 

No , I would 11l<e to talk a001etille about another 
phase or this thing, a completely different angle 
of approa ch, with you pers onally before you s i gn up 
on this thing, because I think there a re two or 
three side a. 

You don 1 t want to go a s far as telling them to open 
this account? 

Oh no, that i s all right. I t is a ft&tter o~ telli ng 
th~ to close all other accounts, is the thing t hat 
I want to tal k about. 

I haven't been asked my advice on that , ei ther , but 
I hope your inclination t o suggest to them that we 
make this an exclusive a ccount, you mi ght waver a 
little, beeeuae there are all sorts of implications 
in that that I think might c&use trouble later. 

I am thi.nking chiefly or up on the 11111 about that 
mat ter . 

Dan? 

I haven ' t anything. 

Do you see anything? 

I agree with this procedure. 

You dot 

Yes . 

Would there be &ny new Joint account opened up or 
would this Juat be a aeparete account for each or 
the t wo banks! 

Bach or the t wo governments. 

Working through the two cent ral banks ? 

I understand it would ba a central account. Each 
bank would have ••• • 

\ 
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Take care ot i t s own? 

Take care of i ta own account • 

You take today, we have 1n~iv1dual ledger accounts , 
not all bulked 1n one a ccount. Some of them are 
marked "A" , acme ltB", aome • T". rte know, and they 
bavo advbed us ln the past wh ich aecount was their 
Govel'I'UllOnt aocount. It may Ylell be that they won't 
even have to open up a now account becaus e each one 
of them, I think , has got o Treasury account. 

Yes , they will . It would require a apec1al account . 

Thi s would be a special account by France. 

Bank of France, call it "X" . 

And it would be called on our books, "Bank of France , 
X" or "T" , whatever you choose to label it. 

Anybody else? 

Tbore might be more than one account , though , becau3e 
they might soy that this individual i s des ignated 
to draw for airplanes and this one to draw for some­
thing else and they mJ.gbt want s epara t e accounts 
within a group. 

It is a mat t er of bookkeeping entirely. I would 
Just like to say this with reference to the establ i shing, 
doing all the business wi th this account , I don ' t melln 
by that that tho British Government or the French 
Governmont may not continuo accounts that tho¥ have 
had in the past through priva t e banks. I don t know, 
ther e ~ay be the British or French securit ies and 
UorgM may be t rustee and it may be necessary to 
doposit tunda there to moot coupons, and so forth. 
I don't think that this need necessarily disturb 
thoue existing arrangements, but what I was thinking 
of , however, is hero is a new typo o f business. It 
is a t ype o r business that 13 going to be done, QS 
I understand it, through a French Cocmisa1on and a 
British Como1aa1on. It will be government funds 
that wil l come thrCAlgh the Bank of France and the 
Bank ot Engl~nd. Now, I can't see why there 1s any 
Justification for d1v1d1ne that busine~• up between 

Regraded Unclassified



~.U. Jr: 

Y.noke: 

H. 'J .Jr : 

Knoke : 

• 

- 19 -

the Federal Reserve and private banks . It is 
business that hasn ' t existed; i t is buainos s 
that is now going to be set up. It may have 
existed in the case o! tho planes, I don ' t know, 
but it i s business that is now going to be sot 
up for a specific purpose and i t doesn ' t neces­
sarily need to disturb - and I don't know rut 

•• f) _.:, _ 

what - I wouldn ' t say that it ia advisable to 
disturb - I don't know - other relati onships that 
may exist between private banks and foreign govorn­
ments or government agencies. That 1s a question 

of knowing what all the facta are with reference 
to that . I can' t i magine this Government, i f the 

case wore reversed, establishing connoctions abroad 
with private banks, and I can 't s.-gine a foreign 
gove~~ent permitting it . 

Well •• . • 

May I say a word? 

Pl ea so. 

As I see it, it isn't a question of dividing bus i ­

ness between the ?ederal Reserve and/or others , 
i t is a quostion of having one central account at 
t he Reserve Bank from which other a ccounts at 
commercial banks aro fed . Now, if it is a question 

of getting information on the details of those other 
acoounts of commercial banke, I th1nl< that can easil:y 

be ar~ed. The central accoun t shows definitely 
what - where the money has gone, to Guaranty or to 
the City, or whatever it 1a, and I wonder whether it 

wouldn 't be porfoctly proper to arrange with the 
commercial banka to !'um1sh to ua , for the Treasury, 
transcripts of t hose accounts and then you have all 

the information :you noed to check up on what the 
purchasing agencies, comoieeions , should have told 

you beforehand. As far as the Rese rve Bank is con­
cerned, that means stil l keeping tra ck or the money 
that is pa i d out hero, but not being called upon to 
do commercial business !or which the central bank 

ia really not equipped and it eliminates these 
endless negotiations and discussions with manufacturers , 

which really the Reserve Banks should not be - it 
ion' t advi sa'blo the t the Reserve Banks should go 
into all thes e de t a ils , It might ultimatel:r imply 

.. 
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aasuoing responsibility which ion't theirs and , 
politically, it might be altogether inadvisable. 

or course , the difficulty or t he disadvantage -
put i t that way - of having this not an e~clusive 

account , that i a , tho disadvantage of having 
depos its i n other banks , isn ' t comparable now to 
tho problem that we had 1n 1914 and 1917 and 
throueh the las t war . ';'he difficulty there was 
that pri vate institutions were Uled not merely •a 
banks of deposit but also as purchasinG agen t s 
and the political critici~ of tho transactions 
i n t hose days waa no t the. t the com.,srcial bank had 
a deposit from a f oroitn government but that they 
maall , 3Upposedl y, ln rge profits on n commls sion 
basis of everythine that they bough t . ~"'t has 
been answered this t ime by the a ppointoen t of a 
commission 1n each case to make the purchases over 
hero rather th~~ to have a private institution in 
this count~/ make the purchases . As I unders t and 
it , in none of the plana that h11 ve been sugees ted 
is it contemplated that any i nstitut ion, co~erc1al 
or federal , should be ~he one Lo make tho purchaau , 
actually. Frankly , I th1nlt the conworcial ba.nlta 
nre not goins to be seeking thi s when they rind 
out that it is jus t a matter of depos i t , because 
they nake no profit out of it und have to pa y a 
t u to the FDI C on t he deposit. 

I have sot what I want . I am s a t isfied of what 
I am go i ng to tell them and I oi cht just say in 
pa saing, !:lefore I hD.d this conversation, I had a 
chance to see tho Ft•esident, and this is entirely 
agr eeable to him. 

( !Jr . ... ecles , ~.r . Harrison and Mr . Knoke 
l ea vo the con fe ronee) 

Lot me read this cable out loud . I have got another 
one and they all put pistols to m:J head . 

''Pe rsonal and s trletly eonf1dent1.al for the seerot ary 
and Undersecretary of State • 

"I havo not received any answer to my 2026 . October 
13th, 4 : 00p.m. and therefore I don ' t know wha t 

/ 
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answer I am to give if I am asked again, end ot 
course it i s possible that so~e steps have been 
taken by the Treasury to notify the British 
Ambassador 1n Washington. 

:.12 

"In any event I would like to make a oouple ot 
things cleer . I saw preliminary outline of the 
amount of marketable securities that the British 
have a cquired f rom their national& and it will 

be around 200 million pounda - a great deel less 
than nnybody imagined. I have se t in and listened 
to arguments about how they cannot send dollars 
to the United Stat es. I am convinced that this 
argument is beinG used so extensively and so 
acutely everywhere I tu rn that it really 1s an 
excuse fo r cutting off ovory possible bit of normal 
t rade that we might reasonably expect. I am 
t horouGhl y convinced that not one dollar's ~orth 
of nnything will be bought 1n the United Sta toa 
unless it is absolutely essential. Realizing 
this w1d seei ng their financial picture , sooner 
or letor, if thi s ... ar continuos, the r e will be 
no place to turn but to the United States, and my 
reason f or send ing the wire the other dey , sbout 
which 1 feel even more strongly now, i n that we 
should avoid to the fa rthest degree any possible 
indi cation that we have m&de any SU!!8estions as 
to r.here they should keep their money or h ow they 
shoul d spend it, becauoe I am certain that we will 
rue the day. 

"I f eel it my obligation and duty to advise you of 
this f rom tho feeling I get of this si tuation bore. 
I think I should also ttarn you the t the leverage 
of the present Ameri cnn Ambessador i n-London is 
due to lessen and that probably rapi dly. I bel i eve 
that any really u3e.t\ll work I may be able to a ccou:­
pl1sh will have to be done quickly because I am 
convinced tha t , without having nnythine to pin it 
on, t ho boys think I arn too hardboiled a nationalist. 

Who 18 that from! 

Kennedy. 

He ia probably going to lose presti ge. 

For what T 
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• • 3 .. l 

Well , when we get through he isn't going to hllve 
IIIUch to say, ion 1 t that what he menno? 

He says Bullitt 1 s is due to lessen, 

No , American Ambassador in London. 

Because they look upon him as too much of a pa triot . 

Nationalist, and not internationalist . l"le are to 
blame, That ia all it eaye. 

Welles called ce up . You see, the other cable whi ch 
wa~ hero - and this has to be quadruple confidentia l -
was thllt he didn't want me to tell them where to 
put the money, see . And the quadruple part is not 
that he didn't wont me to do that but the President 
issued instructions that the Stat e Department should 
not ane~er that cable, that the Pr esident would protect 
Kennedy against himself. 

I think thia raises the question of whether th is whole 
question of tho banking methods i s adoquate. The 
other approa ch, getting information f rom an agency 
from t he time they f irst place an ot•dor , is essential, 
It doesn ' t have anything to do with money. You can 
check up the cash aften·ard, I don't see why one 
waits to make that decision. ::e need it, it is 
absolutely eanential, it is the only way the question 
can be set t led and a full picture obtai.ned , 

I think they agreed to thn t , Walter. I think they 
not only agreed to that but they a sked for it. That 
1o just what he wanted, that is exactly what he Vl&nted. 

!low look, gentlemen, thia is what I don ' t know. 'Ibis 
is too much for ce. John , I wou1d like you to get 
this group in this aftemoon and maybe got Herbert 
Pe1s over, Get hol d of tho other cable , bearing in 
mind what the President said. 

2026? 

Yea. Bearing 1n mind what the President 
a s this - I would invite Jerome Frank to 
inasmuch aa th1a is American securi t i e a . 

said, inasmuch 
come overJ 
llelloa add 
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to me , "Nevor mind about the depo3it buaineas , • 
tlellea 1o in entire sympathy and ao ia Kr, Hull , 
that we open the a ccount thia way, He said i f 
he could tell them aomethlna about American 
securiti es - I think it would be hel pfUl i f you 
could answer that , I think i f you could have a 
meeting thia afternoon, get Jerane Prank or Herbert 
Feis over bore , plus this gang hero , and sit down 
and aee i f there is something we can do . \'•bat 
Kennedy wanted was that he should be tho person 
t o whom informa tion shoul d be given about Ame rican 
s ecuri tioa , ia that right? 

He" said he would have an opportuni ty to give them 
advi ca. 

That ia wha t tbe Pre sident definitely doesn't want 
and that ia wbat the President moant, that he wanted 
to protect Kennedy against himsolt , He definitely 
doesn't want it, And also to gui de you , tho Presi­
dent said he wan t ed SEC and th~ Treasury to be kept 
inf ormed on this side as to what tho poli cy wa s of 
the sal e of securities . 

(Discuaaion of f the recot~) 

As to tbo question of the securities and sales , he 
(the Pre3idont) would like the english to keep tho 
SHC and ouraolvea info~ed and we have asked that 
they do that, and so forth and so on , aee . 

Do you want to aak Feis to come i n on this? 

Yes , I would ask Feia and I would aak Fra.nk . 

Mr . Secretary, as a de termination of our policy, 
I take it that that i s not going to bo di scussed 
here , bacauae I think that there ia a desirabl e 
policy for us to pursue with respect to VJben, what 
and bow they shall a cquire their dollar balances 
and I take i t that that 1s not going to be d1acuasec1 
this a fternoon or 1n any other aourcea outsi de or 
Trea sury, unti l Trea nury as reea aa to What they 
regard a a the beat pol l e7 . 

Aa I remember 2026, Kennedy wanted t wo t hings. He 
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wae offering advice to Sir John Simon that the7 
don't deposit with the Federal Reeorve , is that 
right? 

'lba t 1s right . 

That thing has been settled with t he President. 

Two , if I am right, he wae auggusting that he be 
used as the ~ethod of tran~itting what the7 were 
going to do on the purchase and eale of securities . 

Saying that he would Uko to be called on for 
advice. 

In an earlier cable , ae I remember, while 70u we re 
awa7 , llr. Secretacy, he said that he would like to 
be consulted before an7 action was taken on this 
American securities. Don ' t you remember, Johnn7? 
V~en these early cables came in, he expressed that 
in one of them. 

Johnn7 1 I am going to ask 70u to come to lunch today 
nnd you will hear 'llha t ho snys . Y/111 you pl ense 
come at 1 : 00 o'clock? 

Yea . 

I am going to tho Pres i dent tonight , so I would like 
t hi s ,;roup to advise mo , i f possi ble, how I should 
say what position I shall take with Mr. Welles re­
garding this cable , just to reitera te - well , I have 
made clear how the President f eel s and how I feel . 
!low, after reading 2026 , I think both Fe is and 
Jerome Fre.nk should s1 t in there. You s a"' 2026 . 

Oh, yes, I gave it to 70u. I di dn 't keep a COP7 
or i t , though. 

Do you (Stewart) mind sitting 1n on thi s ? This is 
a long- term thi ng and what Harcy was talking about 
is that the English sold 50 million dollars worth 
of securiti es and rai sed the monoy that way instead 
of selling the 50 million dollars worth or gol d , 
which I say is swell, don't you? 

Right . 
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And you (White ) thi nk i t i & ewell? 

Yea , I think that i s the thing we ought t o inabt 
on. 

You don ' t nunt to upset itt 

\'/ithi n rea3onable l1m1 ta . 

But I don ' t think that has t o be 3ettlod in ana.ver 
t o Kennedy, but it is the kind o f thing tha t we 
can talk, not in one day or one hour, with Osborne. 
'ntis is just a two- day vial t or a one- day visit -
a courtesy call today , ao I unders tand , but it h 
aome thinc which I am rolying on both my special 
IHlvisers , economists, and my r egular staff and it 
has been ta\(ing care of i Loolf so f ar . I don' t vmnt 
Keou1edy to upoet it. 

John , have you any difference in opiniont 

llo , I just vrant this eo:IUI11ttee to know what to t ell 
you . 

I want them to o.nawe r i t for me . \'ihon I ccmo back 
fron Cabinet, i f you come in hereand say, "Henry , 
here 1a a draft , we have all ag r eed to this." 

All r i ght , fine . 

Do you have any personal difference? 

llo , I just want to know whether you want to go into 

tho • ..• 

.Uon 1 t you think the Preaident is r1£ht , that Joe , 
away from all of us and entirel y by h i mself, shouldn 1 t 

do th1st 

Oh , sure. 

I don' t sec that there i o even any two aides to that 

question . 

You see what Joe is practically say~, "Well, i f you 
don ' t do t h is , my usetulneoa is over . He is threat­

enin& to reaign. 

( 
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He can be a channel of information or tranmniseion, 

Tb&t is what r.tr , futtorwortb 1s for , 

It certainly doesn't aeem 1lllportant who does that, 
but it should be done here . 

I don ' t know how often he threatens to resign , but 
I don 1 t want him to resign on my account, 

can we take this cabl ef 

Please. I don't want h1m to say, "I asked for this 
and !.lorgenthau wouldn't give it to me and I am ooming 
home." 

We -.nt to t•aiae a question about tho other matter 
before you t alk to Osborne about this Question aa 
to what you want them to do. I th1nlc we are in 
agreement and I don 1 t t hink we agree with you. I 
am not sure whether we do or not. 

flha t question, Harryf 

As to vma t you are going to tell them and asking 
thom to open up an account here . 

l'lha t do you think I am go i ng to te 11 tbemT 

I thoug)lt you were just going to 8&'3' it would be 
pleasing to you i f they wore to open up an account 
through wbicl:l this bus1neae might .be transacted, 

And 'IIIla t would you liko me to S!'Yf 

I doo 't know that I would word it the same way the 
others would liko i t , but i t seems to me I would 
word it thAt this Government wants them to open up 
that account and it wants all the 1nformt.t1on 1ir1 th 
respect to whatever orders they give in auoh detail 
aa tits tho occasion, not g ive them any choice of 
saying, "Well , that ia very interesting, • and so 
on, but rather indicating aa you have every right 
to indicate that 1n time of war the aituation requir .. 
that the Oovernment be completely info rmed as to the 
operations of forei gn belligerent gove rnments. 
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We can't say we want this thing, I used the words , 
"It would be pleasing." They juGt will have every 
r eason to fall all over themse lves to do everyt hing 
I sugges t , and they will. We ean do the one thing 
and I am certainly going to give Hanes an oppor­
tunity, and we ean cert aU\ly say we want t o make 
a start , and I might say we may subsequently suggest 
to them that al l the funds be concentra t ed, 

But John, i f you will gi ve me, 1f possible, a finished 
telegram, it would be moat helpful. 

\/alter , you don't mind sittina - t h1a i s all down 
your alley, because you have got both aides of tho 
water. Is it too much spot newsY 

No, 

Oet ting a little fun out of i t T 

Yes . 

• 
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§TRIOtLY OQNFIDENTIAL 

The following ie a par apbraee of intorut ion reoeind b7 cable 

from the American Embaaey, London (No . 209~ or October 19, 1939) 

In atriot confidence the Brit.1eh Treaeurr baa ginn t he 

Embassy the f ollowing inforaation with regard to t he finan-

cial accommodation g ranted to Turkey by Great Britain a nd France . 

On the coming into force of the Anglo-Franco- Turkieh 

treaty, Turkey will receiTe 15,000,000 pounde gold, to be 

deposited in Turkey, the French ahara of which is 4,000,000 

pounds, and Great Britain will contribute 2, 000,000 pounde for 

use 1n l iquidating arrear• in the clearing account between 

Great Britain and Turkey. 

Furthermore , an arms ored1 t baa recently been granted 

to Turkey; t he French share of this 11 4,000,000 pcunda, 

and the British 11,000, 000 pounds - an attempt will be 

made by the Bri t ieb to extract some part of the 11, 000, 000 

pounds trom the !'ranch. Tb1a arme ored1 t ie edd1 tional 

to that 1n the IUiount of 10,000, 000 pounds which was granted 

Turlt.ey in July of last year by Great Br1 tain. 

O.neraJ. Orb• i e the bead of the Turkish m1li tary 

miee i on Which baa been 1n England for aome weeks negotiating 

the 4 , 000,000 pounde and 11,000,000 pound• cred1te. Th11 

m1ea1on hae been obtaining further war materiaJ.e under the 

pr&T1oue credit of 10,000, 000 pounde. After Poland oollapaed, 

seTeral ehipaente of airplane• and other inatruaente of 

war Which had bl8n prepared for deepatoh to that counttT, 

were 41Terted to Turk.,.. It ~ be recalled that Great 

Br11:a1n 
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Br1ta111 granted to 'furltq a 4Kelopaent orecUt 1n the a.oWlt 

ot 10,000,000 pounda and an &1roratt ored1t 1n the uount 

ot 6,000,000 po1111de 1n KaT, 19:18, Up to the proeent tiiW 

Turke7 h&e drawn on the deTelopaent orecU t tor onl7 about 

2 1/2 a1111on pounda, and 1n turther 4raw1nge hall agreed to 

•go elow•, '!he :5,000,000 orecUt to the !rauet Steel Plant 

wae granted b7 Great Br1t&1n 1n llll57, 

. 
j 

• r 

EA:LVV 
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PARTIAL PA!W'BIW!E Or TJ:LI<HW( RECEIVED 

FROllt American bbauy, Berlin, Germ~ 

DATE: October 19, 19~9, 5 p.a. Reo 'd 20th. 

NO.I 17&e 

CoiiParieon ot the Reiohebank statement ot October l•tb 

with that ot Septe~~.ber :50th confiNe the obaerYation alread7 

made in reoent r eport• that the Reiohebank iteelt in the 

last t~ weeks has been playing a minor role in creating 

credit tor the Reioh'e war expenditures. Increased tax 

revenues, the tax certificates and t he military notee "••• 

ay number 15~ October 2 , 5 p.m.• plue direot loan• troa 

the savings banke, insurance companies and eooial insurance 

organizations and ehort term Treasury billa have been the 

main inetrumente ot war financing. The reetriotion on 

normal bueineaa and expenditure have lett the banka in a 

l i quid condition enabling them to take large amounts ot 

abort and medium term Government paper without reoouree to 

the Reiehabank. 

The bill and obeolt portfolio ot the RB1ohebank 011 

October 14 atood at 9,667 million marke, a deoreaae ot 

5~7 million aarlte ill the two weelta period while loan• 011 

aeourit1ea aboved practically no ohange a11d aieoellaneoua 

aueta reported at 1, 227 a1111o11 aarlte abOWed a deoreaee ot 

~77 a1ll .1om aarlte. Theee appear t o be t he nol'aal decline a 

tolloving tba uaual hil!ber aontb end demands 011 the 

Reiohabank. 

The Re1obabanlt'• holdinga ot eligible eeour1tiee 

111oreaaed 81 a1ll 1on aarlta probably repreeent1ng ohiatly 
\ 
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tax oertirioatee, bougbt on the open market to a total or 

1,~,000,000 aarke wae a negligible inorea1e or a million 

urlte 1n the hold1Dge or a1aoellaneoue eeoiU'i tiee to a 

total or 400 a1111on marke. '!'he Reiohlbank 1 e oo1n hold1Dge 

inoreaeed b1 7' a1111on marks wh1oh probably was oh1efl1 

a result or the 1noreaee in t he o1roulat1on or Renten bank 

notes diaoueaed below. 

Both the note circulation and call depoe1ta abDved 

cone1derable deoreaaea during these two veek1 the to~er 

deolinlDg 500 a1111on marks to a total or 10,496 a1111on 

IIAl'ke and the latter b1 267 million marlte to a t1giU'e or 

1,3,6 a1111on aarke . These appear to be the normal moYement 

ot these items attar an end or the month maximum. 

The statement or the Gold DUkont Bank ot September 30 

d1ecloeee no explanation ooncernlng t he eoiU'oe or the tunde 

used b1 the Rei oh tor war exPend1turee. Ita portfolio ot 

b1lle showed a decline ot 321 a1111on aarke d1U'1ng the 

month and Tr eaeur1 bille and non-1nteree t bearing Treaeury 

oertir1oatee a deoreaee ot 67 a1111on marka coupled on the 

11ab111t1 e1de with a deoreaee ot 6' a1111on marlte in depoeit 

l 1ab111t1ee and a 288 million mark deoreaee 1n liab1 l it1ee 

on aooount ot eiDgle b1lle (eolaveoheel). 

Tha Septeaber etateaent ot the Renten Bank ehove an 

1noraaee 1n the 1eeue or Renten Bank notee ot 400 a1111on 

aarkl to 809 a1111on mara . on Auguet 31 40G a1111on aatke 

ot 

\ 

Regraded Unclassified



; 

.2J 

- :5 -

of the•• notal had been ieeued and the Re1ohabank held 

22 m.l.ll1on marlta of the•. On Septeliber :50 the t otal. ieaue 

wee 809 m.l.llion marlta end the Reiohebenlt' e holding vaa 

1~9 million ao t hat t he net increase in th e o1rouletion of 

Renten Bank notee during September waa 26• m.l.ll1on marka. 

Between September :50 and Oot ober 14 the Reicbebank holding 

ot Renten Bank note1 inoreaeed to 179 million marks. Whether 

or not the Renten Bank baa expanded 1ta i ssue of theea notal 

o1noe t he end of September cannot be ascertained until the 

next monthly atatement 18 iaaued. 

Aa tor metal. ooinage oiroulation, there are at111 no 

t1guree aTa1labla. 

It ia t he estimate of one eoonomio observer that at 

present t he OoTernmant ia expend1.ng about 1.6 billion marta 

eaoh month for war purpoaea; it the conflict intenaitiee, 

he eetimatee that expenditure• will r iee poeaiblr t o a 

maximUm of :5.6 billion marta each month, Rateranoe my 

telegram of September 14, noon, No. 12:5~:- th1a . ... 

observer (aboTa mentioned) eatiaatea t~t the new war taxe• 

will yield ~ . ~ bill ion marta a year, but a deer ... of 

:5,5 b11Uon marlta 1n the yield ot other tax .. Will ofteet th1a 

1noreaaa. It ie etated by Tar1cua eouroea that 1t t he 

war 1ntene1tiea, 1n Janual'T the OoTertlllent ia plann1118 to 

again inoreaaa taxa a . 

It ie requested that tb1e tel egram be repeated to tha 

Treuury Department. 

E.l:LW J:IRJ:. 
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Storttory of StatE , 

Washington. 

2097, OctobEr 19, 6 p. m. 

PLAIN 

London 

DatEd OctobEr 19, 1939 

REc 1d 2 :15 p. m. 

FOR TRE ASlll\Y FRO~~ BUT'I'ER'YORTH, 

The HousE of Con=ons yEstErday dEvoted fivt and a 

half hours to a dEbatE on economic coordination and thE 

machinEry outlinEd on Oc t obtr 9 by thE Primt MinistEr and 

rtporttd in my No . 1981 of Octobtr 9 . A numbt r of spt al<E r s 

or nll parties prEsSEd for an teonomie gtnt ral counci l 

htadtd by a MinistEr i n thE War Cabinet who could devotE 

his tn~irt timE to quEstions of toonomic coordina t ion. 

l:cni>trs of mort than onE political party also ure;td that 

the ChancEllor of thE ExchequEr as ht ad of thE Trtasury 

was unsuitablE a s thE chairman of tht CoordinatinG CommittEe 

being himatlf t:1E hEad of an inttrcstEd dtpartnent , whilE 

n number of aptnktrs a lso r Equtated a stnttmtnt of tht Bri• 

tish Govtrnmtnt ' s Economic policy. ThE Chunctllor of tht 

Exchtqutr ' s r t ply pltad td that Lord Stamp' s activE connEc­

t ion with businESS \'Ill S ll dttlir llblt .ftnturt o£ hiS appoint• 

mtnt , that ht ~ivts t h E gr tnttr part o.r his t imE to his ntw 

job and tha t hE has for t iGht ytars bEEn thE chai rman of 

tht Economi c Advisory Cotnmi tttE of the GovErnmEnt and is 1n 

c lOSE 
\ 
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closE touch with all thE probltme to bE mtt . Ht also 

atrtssEd thE practical naturE ot thE dEcision which must 

bE mod£ and thE fact that th£1 oould not bt bastd on 

purElJ thEorEtical Economic grounds . 

ThE spEakEr who followEd Simon quoted thE atorr 

ot a judge who dElivErEd judgmEnt allowing an appEal tor 

cErtain rEasons , whilE his fEllow judgE 4lsagrEEd stating 

that ht would disall~~ thE apptol for the samE rEasons . 

HTM KENNEDY 

OJVI3:l3 1t 

Q OS ')() 

lM I~I~,..J!t v,.w~ "'I 
4' .. "' ..... ~ • ' 1JI"'t) 

f"""''''t ........... ..... 
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.. ~ or m.lll!W!. sn 
TOI Aaeruan z.ba••l', London, tngland 

PATEl Ootober 19, 19~, :i p.a. 

)10,1 12~ 
orne tollov1n8 1e ft!DS the Beoretal'1 of tha 'fl'eael117, 

tor Buttervortht 
You are rectueeted to eend b1 telegram aiiJ tnto:rsatton 

Yh10h 11 a•a1lable 011 the reported gold eh1p .. nt tro• 

the u.s. s.R. to Get'llal11 • 111 the aaolll1t of eoae ane11tee11 

tone. 

SAME TO 1 AMERICAN E}o!B.SBY, BEIII.l)l, )10. 7:i-l trom the 

s.oretar1 of the Treeel117o tor Beeth· 

·. 
• 
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JftOK: Alllerioan llibaee:r, Parh, rranoe 

nATE: October 10, 10~ , S P·•· 

10.1 211M 

roR mz !REABUKr DIPAR'llmn • 

.t.utbor1 the ill the J'oreip Exohallge Oft1ce are ... k'a& 

a careful. atud;r of the loophole problu wh1oh ie pruented 

by Frenoh exportera 1nvo1o1ng their exporta in tranoa rather 

than foreign ourrenoiee, and the faoilit;r given here for 

French national• to depoa1 t franca to the aooount of for>­

e1gnera v1thout blocking - r eference telegru of Septeeber 20, 

llo. 225:5, troa the bbue;r. The foregoing taotora, and 

the frequent diffioult:r of tracing the or1g1n of trance 

>~h1oh are received ill thia wa;r for Frenoh exporte, Vbere 

ouoh franoe have poeeibl;r g~De through eevaral ohanllele, 

make it difficult to f1Dd out Vbether euoh elQ)orte are 1a 

faot being paid for 1n tranoe $1oh were held before the 

ni nth of Septlllber, or •traneferable" tranoe. In theor;r, 

exPorters are of oouree uader obllgation to turn over the 

foreign ourreno:r prooeede of their elQ)orte. However, the 

d1ffioult;r of adequatel;r enforcing th1e 1a 1lluetrated b;r 

the foregoing. 

One eolutioll for the problft now being ooneidered ie 

•to pereuade" J'Joenoh erportere to certain oouatr1ee, partio­

u1arl;r the l1D1 ted 8tatee, to inVoice in ford&D ourrenoiee, 

Fro• the Bnt1eh financial preu we gather that a eo•fthat 

e1a11ar probl• faoed the Br1t11h during the period of the 
pouDd 

\ 
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pound veatneee in Mev York and that in etteot British 

exporter• are required ~inTo1oe in foreign ourreno1ee 

nov. 

The rren.oh, on tlla other hand, want to encourage export• 

as much ae possible, and there ie eome tear that export• 1n 

certain linea aight be baapered bT euoh a requirement. 

Then too the authorities or course do not vant to d1aoourage 

exporters trom mel< ing out inTo1oee 1n trance to certain 

countries vh1oh haTe blocked currencies and with which 

clearing and payaent agreements are i n e!!eot. Another tear 

1e that it they restrict the traneter or trano ba1ano .. here 

belonging to toreignere, they may start a dreaded double trano 

quotation tor trance, transferable and non-traneterable. 

END 8EIO'l'ION8 Olll '1'0 FOUR, INCLUSIVE. 

. BULLI'f.'l'. 

: 
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EDA 

SEcretary of StatE 

Wa3h1ngton 

GRAY 

PARIS 

: 29 

Dated Octobtr 19 , 1939 

Rtotivtd 6 :26 p ,.m, 

2t:l4, Octc!:Er 1 9 1 6 p, m, (SECTION PIVE) , 

Ondtr a d ECrEE publi shEd i n thE JOURNAL O?FICIAL 

today, additional crEdi t s totalling 1021000, 000 franc s 

art authoriz Ed under thE general budget and othErs total­

l i ng 6
1
631

1
0001 000 f r anc s undEr tht speoial armamtnt 

budget for thE prEsEnt ytar , Tht Air Mi ni str y is l i kE­

wisE authoriz Ed undEr t h e s pEoial nri'Ullllt nt budgEt t o 

"oontr ao t" during t hE currEnt yEar addi t i onal ExpEnditurEs 

totnlli ng 271 B2o, ooo, ooo f r anca to b£ ohargcd t o crEdit s 

to b t opEnEd "under f ut ur£ budgets• • 

ThE OctobEr 14 Bank of Frano£ stat t mt nt publish Ed 

today shows that thE stat£ had aga in drawn on i t s 

25, 000
1
000

1
000 f r anc author ization thi s tim£ in thE 

amount of 1
1
700, 000, 000 brin~ing thE total to s , ooo, ooo, ooo, 

BOLLITT 

JllLlCFW 
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CJ 

Stcrrtary of Stat£ , 

V/ashington. 

GRAY 

PARIS 

.. .., (\ 

DatEd Octobtr 19, 1939 

REc'd 5 :08 p . m. 

2524, OctobEr 19, 6 P •"'• (SEC'l'l ll SIX) . 

Oth£rw1at tnt bank statt:nrnt shows furthEr 1mprovtm£nt: 

commErcial advancEs dtcrtastd by 1 1 429, 000, 000 francs to 

a total of 9
1
820

1
0001 000; optn lll!rktt opcrnticns dEcrtastd by 

1
1
000

1
000 francs to a total or 41 269, 000, 000;advanc•s 

cgninat atcuritits dccrtascd by 43 , 000, 000 francs and thirty 

day advancts by 498
1
000, 000 and note circulation dEcli nEd 

by 872
1
000, 000 trancs to around l45 1 000, 000, 000. Pav l2 

and deposit accounts dtcrtastd by 1, 075 10001 000 francs . 

ThE Treasury account .,.as rtductd by a fur thtr 31, 000, 000 

francs to a total of 137 ,ooo,ooo. 
(END SECTll.ll SIX) 

BULLI'lT 

NPL 

U · ' I .1 ' I 
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RFP 

StorEta~~ of l tatt 

Vlaehl.ngton 

'l:UY 

Parte 

Dattd OctobEr 19, 1939 

Rrc 'd 6:15 p .m. 

2524, OctobEr 19, 6 p .m. ('lEC'!'IO!l 3EVEN) . 

Th£ r a tio of gold covEr dEcrtastd slightly from 59. 38 

ptr ctnt to 59. 33 pEr cEnt . 

Tht etcurit1Es ~~r~Et was strong toda r both FTEnch and 

intErn& 1:1 onal iSSUES moving up . 'l''lt nEWS or TurkEy Is loyal 

a t titudE to•:t&rd ]'raneE and GrEe.t Br~tain and th£ PrEsidEnt's 

tElEgram to tht Ki ng of 3\VEdEn \'ltrE vEry ravorably commEntEd 

upon. RentEs gained from 30 cEntimes to 3 . 70 with thE 1925 

and 1937 Exchange guaranty issuEs advancing 3 . 70 and 3 . 50 

rtsptcti vEly. E~changE ratES wert unchangEd ExCEpt for thE 

btlga which improvEd slightly (7~-739 aaa1nst thE pr Evious 

quotations of 730-736) . 

ll'Jl LITT 

HPD 
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.. ,. .... te .... - tel .... et .......... ,.. 
Oe .._._,., ... liN (!IN,). leaft4•tlal 1Jd'..._U_ 

bee - te • _, I'-17 llae ...,.,., •• t:llle .,.., at tlla 

ae11ar ......... ll,aoo,ooo. ~" •- wtu • ,. 
pliiiU• Walt • U• eMtpttae te .... u. at ... Y~ -

aUM at -a-• n~ O.tellal' 1--. .. ._.,. k,ooo,ooo .......... ,..,.,. ...... 
ator-·a. 

aa.Lift. 

Q 3VI 3~3 1\ 

a c s o o 
l~ll'JliiR"'l 'V~I!PAliiT 

··~·~-:::... 
\ 
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TREASURY DEPARTMENT !j);l 
PROCUREMENT DIVISION 

WASHINGTON 

Thero 1a attached hereto statement indicating the present .tatus ot 

contract• reported b7 ....,randwl or October '1Ul. 

'ft>oro 1o aLso attacbod a ltat...ent or new contract. entered into • 

t ... en the French State and the contractore iDdicated &inc. report or 
October 7tJl wu transmitted. Tbie report 1a contained on pqe & ot 

!.be otetemont attacbod. 

In cotmOCtion with tbie latter report, tbe contraet with tho Curtilo 

liri&)lt Corporation, 'firi&ht J.eron&\ltical 01'f1e1on, ror 1,~ enpnes 

tl:IOWlted to $28,679,040, which 11m0unt 1nc1udes ae a ourcharge 

$5, SOO, OOO for plant extensiona. 
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AIIIPU!!IIS 
~te 

Cm1npt.qr DIMriJrt.igp 9l'!!lrt4 lle11wed OO'DIT 

~ Col'pol'atioo 1 eJlC1ne l'llrait '7S-.l 200 200 

cn-t.~~ 2 eac1J» llclober 167-' 2lS u Doo. 151, l.8S8 

"'"'I'M .&i:roratt. ~V1 IDe. 2~ -..JB-7 1.00 0 Jm. 151, 1NO 

llortb .uni.MD A"fiati01l1 IDe. Buic 'tn1l!er 2SO 1M 
-· 151 USll 

., lbd.tecl .t.1rciNft eorpo .. tioo 
Ch«noe f~ lll.n.loD Ill. ft Bollber V-154 _JQ ...m -. 110, l.8S8 

'I8S 4tO ' 
JSJmJIFS 

~ 

Cekwt« ll!egript.iop Ordmd 001ym4 Ptl1,..,. 

lbd.tecl .t.1rciNft Co.,..ntioo 
P:rat\ • Di"-Y lll.n.loa Pllf l&SO Twin Wup 1 , 821. 8$2 la4, 1NO 

lbd.tecl .t.1rciNft Corponlt1on 
rr." • Di"-Y lll.n.loD PloW l53S Twin Wup, lr. 620 15 la4, 1NO 

~ Corl)Ql'atioD Cfl <112600 Twin CTalc .. _.Jt ~ ..... 15, 1NO 

2, S8ll m 
SPABZ B1m1iES 01U1RED BX NORtH 1 "5RTCAN A'iiWOJi. IR<. . FOB BWO ·TRAIW COKrUC! 

Dtocri;tiop Qrdert4 Dl1iurt4 

Clf Jl..975-JI Si.nelo no.. 1'/birlwind ll5 50 Dto. 511 U&9 

Oct. • :111, :lliS9 ( J') 
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Cla'tUe 1IMtl* CwpweU.. 
'l'ri«<" ~ 

lllll.ted .u.r-ft Cclrpclr&tS.oll 
~ • *'"-T Jaft.lda 

D rtPt.1• 

z eac1m - 111-'1 

Ill'¥ 
Pleqrlpt;.igp 

Ot;Mf4 

800 

800 

9'11 .... 

Cnp'e+e 
."t''!PZ 
....... liiD 

...,.. n. liiD 

• 

DM.,l.MO 

liM., liiD 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

Ootobc' l9. 111&11 

testerclq tJ\ernootl late I -.e ccmticlantiallT WO%WK that tbo t1ret 
ot tbe Do"vaa Tw1n s..~>era, 1lh1lA be1Jls teet 1'lcrm b)" a French pU.at, 
craahed. 

Reporta 11ld1catecl that tba pl.lot,.... uot •rl01la}7 iDjllred, but tbore 
.,... uo iD!orMt.ion an1l•hl• at tbe -nt u to tbe extant ot ~ 
eut!ered b)" the ~· !be pl.lot 1• on bia W;J to '1~, aDd on 
bio arrinl I 'll1l.l tranaait &l1f fluotber iD!OrMt.ion learM<I. 

~ 
7c:toi' ot Procura-t 

) . 

\ 
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PROCUREMENT DIVISION 

··~ T REASURY DEPARTMENT 

WASHINGTON 

sepwiJer l9t.b a propo.-1 _. i......S tw ...... ere in qu&Dtit.iu ~ bGa 

to 15,000 long toas t or dell....,. at OSclen, Utah, or BalU..O., llarylaDd, OOftl'iJIJI 

gtadeo ot on. 'ndo propoeal _. opelled. oo October 19th, and tile follcN1nc bJI.cle 

roooiftdo 

IptliiATION wwm l.IWil Em 1Im 

Balt.i.mre s,ooo to 
15,000 I.T • • .a 

J.l&neaneoe and 
COliiJ)&IV" Qcden 151 000 LT .e7 

w. del"rteae Qcden 5, 000 LT . st77 

L. !IU.on IZIII 
D. .!. • l.e..s.J.l Opn 51 000 LT .77 

~Corp. Bal. t.iJoolr<t s,ooo I.T .75 

llanganeoe ~ Olclell 15,000 LT 1.87 

llaD!ano• co.pev Baltia>n 15,000 I.T l.Sl 

s..o.r Qcden s,ooo I.T • .o 
Geaoh & Co., Inc. Baltiloore 10,000 LT .~ 

tho .,..,pt.ion of tbe 1z14 or L. 1. Bilek, Inc., and Wat.on Oaach and co.pev, Inc., 
other biclclero propo• fllrnilldnc ~ot.io ore. 

tho bids ind!.cat.d abo're it IIPPMI'• .-rd...., be - to rr.darl.ck w. ~~~ 1Z111 

<Wnoruor llill1tlg Corporation a tbat .., .-rd -r be - to tba otbar claNt.io bidden 

IQlCilte<l on account of a tal.lnre to -t epeoi!icat.ione. 
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October 19, 19~9 

Present: 

lHn1ater Prooope 
l.!r. Hanes 

U1n1ater: •well, I have prep&r~d a 11at of com­
mod1t1ea. Bixt to that another 11at and 1t there are 
det a1la about t he military t hings, I ~~ve my Military 
Attache. 

HM.Jr: Thia is the militaryt The short onet 

Minister: Th1s item 10 is a l ao military -- no, I 
o:ean 1tem li. 

H».tr: Well, th1s is what I aaked for and the 
next at p a up to us. 

!.Sinister: Yea. Yea. 

Hll ,Jr: What? 

!.linlater: Yea. 
how ahall I eay, routine 
a l oon upon thia, how 1e 

It is. But 
queet1one. 
that ginn; 

oan I put some, 
It you oan give 
l n what rorm? 

Hll Jr: Well, I don ' t know, but what I am goi ng 
to do , roRour information only, I am going to bring 
this up at Cabinet at two o'olook t his afternoon. 

Ui niater: Fine! 

~,Jr: I will bring thi a up at Cabinet and I will 
ask the resident f or inatruotiona. 

lUniater: llay I say thAt we are badly in need or 
that money. Our general aituation 1a good, but every­
t hing 1a going up in value terribly. 

KN,Jr: I will take it up. 

Minister: I have a new idea. 
t hought. 

You gave me the 

'. 33 

t 
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Hl.t,Jr: Did 17 

Ui niater: You spoke about th18 Stabili~ation 
Fund. The Stabili~ation FUnd, that ian que stion you 
could a.rgue about tor hours. I don 't know what 1t 1s 
wort h. 

- ~ 4 _j 

HN,Jr: They t old oe, when I was there, $45 ,000,000. 

M1n1ater: Yes, 1t 1s . Even on t he books it 1s 
even more . I t i 8 t so,ooo ,ooo , a l i ttle more, but part 
of t hat, I should say~~. ia i nveeted i n the country. 

HN,Jr: Are you s ure or t hat? 

1!1ninter: Slxty oercent i8 1nve 8ted a br oad ac­
cording to t he last infor mation I had . 

HIJ Jr: Because, if you don ' t mind , I just rai sed 
t ue que~ , I got the impression that thst coney was 
1n gol d , s large proport i on in Swedish exchange . 

Minister: Qui te rlght. 

HU Jr: And I g ot t he impression that pr a ctically 
very 11~ of it , 1f any, ... a a not what I woul d call 10~ 
U quid . 

U1niater: We l l, I a m afraid I a m right , but I 

could • •.• • 

~{Jr; Well, s nyway, wha t ever 1t 1e, whatever 
part 1e qu id , you could use that f 

M1n1eter: or course we can. 

HN ,Jr: F1rat7 

Uiniater: or course we can, but we have, what we 
have ia diff erent curreno1ee. We have abroad -- the 
Bank of Finland has eome ourrenole a abroad , although I 
aee that t hey are dw1ndl1ng and t hen private banks have 
also some currency a broad . 

HN, Jr: We gave you an 1dea . 
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Yea and that gaYe me the idea. I 
ctly clear that the Government ia not 

copper or all thie gasoline, but the 
can take, we oan take ••.• 

::.3c: 

Hlt Jr: F<r lilY purpose a today, it doe a not make 

any ditle?ence todAY• Today it 1a Finland. It 1a 

Finland that needa thie and what are the wiahea of the 

President and wr. Hull in regard to th1a, and I will find 

out. 

Janieter: Good! 

HU,Jr: It ' e good you came in t his morning. 

Minister: Thank you. I hAd good luck. 

HU Jr: So you are not loa1r~ any time. I get 

th1a at~ anci. at 2 o'clock I wlll ahow 1t to the 

President. 

~iniater: When do you allow me •••. 

HW Jr: •••• to get an answer? It I have an 

answer we'wlll get word to you either th1a afternoon or 

tomorrow morning. We will try to make 1t this Afternoon. 

Min1eter: Thank you. 

If there are some faulta in the addition, you will 

excuae me, because I worked until 4 o'clock thia morning. 

oOo-oOo 
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Waahington, D. 0. , October 18, 1939 

Llat 

of certain oo.,.oditiea 

Finland 1B expected to buy 

fro11 the United Statea during 

:.36 

12 11onth1 (in so11e oaeee del tTering later) 

I. 011 

Oaeoline 

Otber fuel oil 

Lubricating oil 

1~ 000 11etrio tone 

94,000 I I 

13,000 I I 

Total nlue of gasoline and oil Ilk 400. 000. 000 18. 000. 000 

II. Cotton 

III. WAt 

IV. Metal a 

Pig iron 

Iron wrought ~ 
(figure iron) 
Plates 3 eheeta 

Pipu 

Lead 

Oopper ban 

V. Oi1 oatee an4 eeed 

n.nw 
VII. 8ubber and rubber 

produqta 

l'Ill. Woolen thread 

Il. Automobile!. motgro 
i§M:!' •n" oarta 

I. J&riqua obewlg&l• 

II. 8lm4titt 

14,000 11etrio tone 1 300.000. 000 $6,000,000 

40,000 I I I 300.000.000 $6,000, 000 

14,000 I I 

80,000 I I 

16,000 I I 

4,000 I I 

7,000 I I 

30,000 I I 

40,000 I I 

1,600 I • 
600 • • 

Total Talua of groupe IV - XI 
at 6oo.ooo.ooo na.ooo.QQO 

t 3 $3?, 000,000 Traaeferre4 to page 3 
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Page a. 
!raneferred fro• na~e 1 • 3a 000 000 "'""" . ' ' 

, ., 7 
lll/ Machinery and •un4r1ee _ v 

rartioul•r goyorgretl QUfphatel • 

rraotou $380. 000 

81nooulare 625. 000 

A1rolane propellers 100.000 

Pratt-llbi tney airplane 
engines 880.000 

llaob1nery tor meohanioal 
factories 58,000 

Uotora for speed boats 250,000 

Kaob1nery !or rolling mill 383,000 

D1aoa and bullet jaokets ? 

Gaaproteoting equ1pmenta _ii5!)10l.!,0 ...l. 001JJ!:J,0:_ _______ 3. 075. 000 

IIII. 41rplanoa 

According to annexed 
eohedule • 28. 894. 000 

Grand total '63,969, 000 

• !lao the other gr oups in this list might include Go•ernment purc~e. 

• ( 
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'l Y P E S, 

Light 
llonoplo.nu 
w1 th 1000 Ill'S 

Light 
Monoplane• 
wl. th 800-800 BPS 

Llt;ht 
a!orq:l.anea on 
Pont oon• 
.nth •oo..•oo !IPS 

Ho•wy 
uonoplt.nel 
with ho 
En~! nos 

Ant"ox to 1 h t of' rlanned Hnnlah Tl\lr"haeoa f r OI"' the 
ltr-1+--e-J St&tit• . 

AIR PLA!:JIS 

!IUI!BER P R I CE S P PODUCKR S D E L I V E R Y 

Boll Ai rcraft Corp . 
230 t46 ,000 Brewst er PrOl!l 

Aeronautical Corp . 
CUrtis Wr iGht Corp 4 mont hs 
Oouz laa Alro r~tt 
Co . Ino to 

147 f$2 , 000 Guoan Airc nd't Enc. 
Lockheed Alrcn.rt Corp . 18 month a 
Glenn L. t•artln Co . 
f.orth Am. AT1at1on tno . -- Sneraky Aircraft Corp . 
Stoan:>an Al ro rC't 

20 '.'OU&ht - Siltoralcy 
t40 , 000 Alrc,...ft Corp . 

,_...1lteo Aircraft 

77 $130 , 000 

Tota l • • 28, 894, 000 ........ ............ 
I ' 
( ,) 
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?resent: 

H.:t. Jr : 

Ji&.no:a : 

H. !J . Jr: 

!lanes: 

:J . !.; .Jr; 

iinnes: 

:I . :O.. Jr: 

Ste\:o.rt : 

l>ells 

r; . i.i. Jr s 

Yr. 
)Jr. 
llr. 
llr . 
Mr . 
Mr. 
Mr. 
Yr. 
14r. 
Mr . 
Yr. 
l!r. 
wr. 
wr. 
Yr. 
llr~ 

Gaston 
White 
Foley 
!Ianoe 
9nith 
Thompson 
Grave s 
Bell 
Cotton 
Stewart 
Viner 
Cochran 
l!aaa 
!).lffield 
!la.rria 
Klotz 

JohnT 

Nothing. 

October 19, 1939. 
9t30 a.:n. 

At 11: 00 o 'clock Eccles a nd Harrison are coo1ng 
in on this question of Governmental deposi t s, and 
1!' !Jnnos , Foley and Cochran and Wnlter Stewart 
and Harry White could be hero at ten minutes o f 
11: 00 , see, you could kind of ~rush me up . Now , 
Harry , if you haven' t been up on i t , see Ed r ·1ght 
aCtor the meeting. llothing hao happened since 
you (Uanes) have gone. 

V:ell, I a.m up t o da te , I think• 

Have you seen Eccles ' =emorand\ll'IT 

Yos . 
You b.e.ve bad a chance, haVe you , Walter StewartT 

I t alked with Y.r . Foley last evening. 

Hanas, Foley, Cochran, Stewart and rrhite. Did you 
get in on that , DenT 

I don't know. 

<'ore il!Jl deposita . 

\ 
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Belli 

!l , I!. Jr: 

!lane& I 

H. :J . Jr : 

Banos : 

H.li. Jr: 

IIanes: 

H .~.Jr: 

llAnOS I 

H, li . Jr: 

llanos : 

H .~ . Jr: 

\ ih1 te : 

H. :t. Jr: 

!Altfield: 

- 2 -

Oh, I went over the other day with Ed. 

Be bore . 

All right , you have nothing, Johnt 

No. 

And you a re coming 1n with me on the t1n1sb. 

Ia tba t rigbtt 

Yos . The finish 1s a t 10 : 00 and this other thing 
i s ten oinutes of ll:OO. 

'!'here b one thing to be dono about that meeting. 
I have a memorandum trom Phil Young written yes­
terday on this Colombia, South Ameri ca thing. 

No • • • • 

Are there any ins t ructions to anybody arter that 
1118et1ngf 

No, the only instructions a re that the economic 
sta ff of the Sta t ,e and Treasury are going to pre­
pare a memorandum. 

On that speci fic onef 

On that sp ecif i c one. I tako it thor are working 
on it now. 

Wo have begun al.readY• 

Gene , tborll 1s a s tory 1n tod&r'• Tribune on that 
mooting and I would like to know whether the Stat e 
Department - here it 1a, In view of thiS stor y , 
I am goinf to be aakod - I want to call up Wollos 
and say , How should I answor thatt• 

I didn ' t know the 'l'ribuno know about it . The 
New York Tillloa knew from the State Department that 
there was going to be a mooting over here yesterday 
a fternoon. 
Could rou call up tho press section fellow! 

( 
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Duf'iold• Yes. 

u . :~ .Jl' l And let me lmow, because I want to call up \'le lles 
and say, "l'lell, the story c&.l'lo out and I have got 
to nay something. Am I saying we are studying 
Colombia, ll1!1 I sayine wo are go ing to 1nvi t o them, 
or are you going to g1 ve it out?" 

:>tffield: You could do that withou t ttr:J talking to the press 
section. 

·: . to: . Jr • llo , I would like to oay to \Valles that it 1a true 
th!lt this story cane from the Sta te Deparment and 
I am on the spot. 

'iunus : I s aw soaething 1n the paper last night about hsving 
a neoting over here . Di d it g ive any details? I 
just saw the headlines and didn 't road the story . 

!1 ."4. Jl" l Am I rlg)"lt, Gene? 

Dnffiold: '!'hilt is r i(;ht . But the New York Times I!Ulil, Crider , 
yesterday started trying to find out whether 1t 
would be worth hie while to go to Oua temalo. . lo"hlle 
ho YIO.e over at the Stnto Uepo.rtmont inquiring about that 
he was told that the d1ecuosion of it was going to 
take place over bet~ that aftornoon, yesterday after-
noon. 

Ji , J,. , Jr : There was one thing discussed a fterwards vmich I will 
tel l you (Hanes) about . 

Cotton: ~•0\t ldn't it be sort of unfortunate if the r.nne of 
the country got outY 

ll . 1.1 . Jr: I don't know, but like all t hose things , you have 
to race the newspaper man and , ns I say, he ie 
kind of hard, and 1f they hAve got a piece of a 
story, what am I go i ng to tell themf It is just 
to Welles . \/elles may like to have it out. 

~>ffiold : The Bra zil i an business was announced while the 
negotiations were going on. 

!l . !:. Jr: Normally, I wouldn ' t do it , but they have given out 
a piece of a otory and thero has been so much, as 
Jones said yesterday to Welles, g iven out about 
loans and he didn' t feol ho knOW all about it , 

\ 
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Gaston I 

h. t! .Jr: 

3aston: 

u. :~ . Jr: 

\las ton: 

H • .J . Jr: 

Cotton: 

G ... ton l 

Cochran: 

V1nor: 

:; .M. Jrl 

Uaou 

Jones didn't. I mean there 1s so lllUeh talk , Com­
merce , State , everybod)' talking, and they have got 
noth1ng to deliver. They bad to go ba ck to 1937. 
l':e will see. 

Herbertt 

When we were over at the S t a te Oepa.rtmen t the other 
day , Mr. Berle gave ua a copy ot the Act of Panama. 
I f you are interested - I suppose you have seen it. 

No , they gave one to Kr , Jones yesterday. I am not 
1.n t e...,:sted. '!he people who are srud)'1ng this might 
be . I just haven't got time. 

Do you want to say a.nyth1ng about that Balt1:noro 
th1ng at th1s time! 

No , other than that I th1nl< .... 

You wondered why there was not a prosecution there. 

Yes , But that is not the whole thing , why d i d we 
hn vo a crook in the Treasury? Why 1s he j uot d1s­
m1saecU l'lhy i sn't ho prosecuted? 

I will look into that . I have got to talk t o 
Elmor s0111e more abou t that . 

Tba t is a.ll. And I didn ' t th1nk that that nemorandum 
noat1.ng around the files wu awfUlly pretty an)'11ay, 
stating the method they uaed to get him. I don't 
s ee wby they should put i t in writing. 

Ia that the Colombian Consul out on the t/est CoastT 

No , it i s a t ax case. 

Nothing , s ir. 

How is your coldT 

No good. 

George? 
I bllve nothing , but there 18 aanething in here 
(banding report to Secretary ) that you mioht want 
to aee . 

\ 
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Basil, 1 don't hear from you t heca days . Is 
evoeythlng o. K. ? 

Yes , I have been a little busy lately. 

Jus t t o tuke a minute , Basil, what happened to 
the shi p of your forme~ company? 

Got caught in that hurricane. 

E•neyth1ng is all r ight now, she 1s l n , i sn• t she? 

Yes . The danger of those hurricanes is , after they 
have f loated around the \';est Indiea for a while 
they ceDe out into thu !lorth Atlantic . By the 
tlme the:r go~ out there , they a re mavin,; vory fa s t . 
':'hey may be moving , say, 80 miles an hour . Due 
to some freak , that sto~ will switch and she 
then goes on a right angle tangent , whereupon the 
veloc1t7 .vould be doubled . Sho then becomes 160 niles 
an hall r and then you o. re in o. a term. 

1~t is who.t ho.ppened? 

1~t is what happened. 

All t ho way ovor thoy had weo.thor maps , clockwise 
and counte r - el oek\Viso , o.nd " onder int; i f they would 
pass , and so f orth and so on. Viner and I got so 
we didn ' t know whethe r you donlt to t he r11,;ht or 
the left . Is ~t right? 

Didn't care • 

I have got to tell a story on oyself. My s econd 
s on was maliciously circulating it about this t r ip 
of ours coming back. It is absol u tely malleio~ 
and there isn't a "ord of truth about it. The 
Captain was supposed to have come i n to see me a nd 
I was lying in my bunX with my head hanging out. 
He sai d , "Sir, I would like to heave t o. " I am 
supposed to have ansVIored, "Fino , I have just heaved , 
too . 11 

I have that letter of !.lr. \'/ni t ' " • 

Re ought to have tha t and would you go to bat for 
him? The poor f ellow has t riod to bavo i t and 

\ 
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I think 1f Iou talk to llerle Cochran be migllt 
give ,-ou a ittle b&ekgroun4 , Why Treaeur,­
fe llowa can't get diplomatic paaaporta, recog­
n i tion 1n France. Te ll h1m what 1t the trouble 
and what is the best wa7 to avoid it over acroaa 
t he aea . 

Tb&t ia t rue 1n England , too , llr , Secreta~')". 

:.44 

Well , this would be for Eur ope , and 1n these t imes 
pa rticularl,- . 

Tb1a poor f ellow ia having a terrible time, 

He ~t to have it and Who 'fiOuld be the fellow 
to aee over a t Sta t e, who 1a the right fellow to 
give it to b1mT 

It would be qne of the Asa1atant Secretaries , but 
I will get in touch with the pa oaport section 
t1rst . 

Wou l d i t be lleasersm.i thT 

Yes . 

Whoever it is , will ,-ou go to bat for ,-our boys? 

If ,-ou will back me up . 

I will back )"OU up. 

It will take all the strength of the TreasUr)". · 

I think you can get a little backgroun4 here and 
you (Cod1naV can t ell him where the oppositi on 
comes from . 

All right . 

If you will ask lira . Klotz, I would like her to 
tell you several thinga,too. 

Inaide atuff? 

Yea , 0 , K. T 

Harriu Yea , 
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J.:r. Secr e tary , I am go i ng home t his a f ternoon and 
i f i t is a greeable to you I woul~ like to have 
the neme arrang ement I had befor e , that •men I 
am needed , you will a sk me t o come down nna then 
for a time , at l east , I will keep the office o.nd 
if' anyoody wants to got in touch vti th me, the 
telephone runs to St. Lou1o. 

Ono way . 

That is al l . 

Harry? 

You oay have noti ced the selling of - by Britain 
of securities, but since the .:ar it luis beet: 
ruruo in~ f airly regul arl7 and now amounts t o almos t 
SO million dollars , and curiously, that is about 
equal t o what .:e hsve estimated her loss of gol d 
would have been had she uoed gold instead of 
securities , so, t hout:h 1t is much too earl;r to 
soy, i t looks to begin with tha t she is pursuing 
a policy of conserving her gold and utilizing such 
bnlunces as she is able to ob tain f r om the sale 
o f her securities , wh1ch would be vory interesting 
if it is continued. 

Tbere 1s a note hel'e a bout oil from the SEC. I 
don 't know Y-hether that came to mo by accident •••• 

l~t kind of oil do they produce, banana o il? 

Tbey do , but it isn't 1n thi e letter. This is 
about the TN3C he8'%'1ng and o l l rn tes an<: so on. 
Sooe revenue shoul~ have gone to the Treasury, 
proba b l y , or adgh t hav" gone i r scr.eth1ng else 
hlld been done. You aakod me to ape ak t o 7ou 
about it, and possibly the letter was 1n error 
1n coc1ng to me. 

!lo , I got this lettor and I c11dn 1 t have time to 
read i t and I thought you mi~t boil i t down to 
half a pag e or e parng roph. 

And you would like an annwer prepared? 

Yea . I wan ted you to boil it down for me to a 
pareg r&ph. 

• 

/ 

\ 
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lih1te : 
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s . ;,; . Jr : 

Cochrnn: 

Cochran: 
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White : 
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I apoke to Ed a bout it and he 1s having hi e man, 

O'Connell , prepare a memorand1.11:1 wbieh he couldn't 

prepare until he had a sked the wi t neaa some more 

quest ions bearing on Treasury intoreats, ao i t 

should be ready &n7 t ime now, and ~han it is , it 

will be sent to you with an answor. 

, t. L• 
- •O 

Let i t come up to me through llanos , will you please! 

Right . Then there 1a another memorandum t'roc the 

Far Eastern Divis ion to see you about China. I 

think if you have tive or ten minutes, tho Chinese 

situation is a pparently changing pretty aubatantially. 

I "ouldn 1 t be.ve any t1.'"1e today . Is t hat the kind 

of informati on we want! 

The:; asked you for something. 'lboy aaked whe ther 

this was information merely in whi ch he ia raising 

the question whether the Consu l ought t o be stati oned 

a t Rif ong or whe t her he can just go over t'rom Kanoya , 

back llnd fo r th , the way he has beon doing. I am 

inclined to l eave that decision wholl y to • • •• 

I was told that was the best they can do , 

Thi s 1e the first case of inf ormati on they have 

gotten. It i s rather interesting, for they have 

gotten by his trip down. 

V/111 you tell t he Sta t e Department that t h is 1a good 

and I would l ike to , if I oould , get tha t kind of 

thing fortnightly. 

All right . Hamil ton phoned me before he sent it 

over. 

If we could have a cable like that fortnightly, I 

woul.<l apprec1a te it . 

1'/hi.ch would be an answer to the questi on as t o how 

the s itua tion should be covered. 

Yes . They say it i s just expor1montal with them 

a t ill . 

What I am interes ted 1n is the Hi fong- Kanoya rou te 
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If I could get a cable at leas t 1'ortni ghtly, I 
would appreci ate it, Don't you think that would 
be o1'ten enougb, HarryT 

Qui te . 

'rha t is the first onet 

It i s the first one under this now arraneement, 

, ~ ' 

The boys of the Sta te Department are kind of a 
little tricky with me , They gave me the impres­
sion that this is just cooinG along and had nothing 
to do with 11r1 inquiry. 

I didn't lmow this was the first one , 

It is the first detailed one 11ko that. 

There is another outflow of capital , substantial 
Gmounts , but a large portion of that are these 
Br i t ish selling of chi efly American securities, 
but there are other balance a tho t are being 
reduced by many other countrioe, eo that the net 
movement is an outflow of capi t al, small inflows 
of gold. 

Gene? 

llothing. 

lloth1ng. There 1e a meeting thie moming of our 
oomoittee. 

Tlhat committee! 

That you appointed yesterday. 

Vlhat oolllll11 ttee is tha tt 

CUrrie and the others. 

I am glsd you talked about tha t . 
a oommit t ee on gold e t a t1atica. 
thatt 

I appointed 
Vlh& t happened to 

We met on Tuesday. Representatives of the Federal 
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Reserve and t .he Commerce DeparbDents a.nd Har ry 
and Central Statistical Board and Werle Cochran 
and myself . I thinlc everybody was a11reed that 
they should reduce i t to weekly sta tistics, on 
the gold movement, instead of daily , except the 
one man, and tbat i s Gardner i .n the Fede1•al 
Reserve . He seems to thinlc they ought to con­
tinuo to give out the f i gures daily and I don't 
think we ever convinced him, Harry, that we were 
right and he was wrong . l'le lef t it, however, 
tha t tbere were four people there who all thought 
there ahould be just a weekly figure . 

By Comme rce! 

By Commerce , with some cooperation from t he Federals . 

We never convinced him. 

You never will. 

We left 1t that we would clo nothing abou t it further 
until we heard from hilll. 

It cropped up last spring , Mr, Secretary. l'le had a 
larger mee ting. At that time there was a di fference 
of opinion between tho Federal Reoervo Bank of 
New York and tho Federal Reserve Board here as 
represented by Gardner were pretty adamant 1n their 
opinion that it should be continued. Ra ther than 
us e the big stick, we thought we would let it go 
until something happened, Someth1ns has happened 
and baa taken away their argument , which was that 
there was no excuse for changing. 

In a very polite and soft voice, l ot 's say weekly. 

He may asree that is all right . 

He said he would like to go back and consult his 
aaaooiatea , 

Nr, Secretary , he telephoned me yesterday afternoon 
on that aame thing and be wanted my arguments again. 
I think he 1a weakening. 

John, give him until next Monday • 

• 
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And then tell h1m we will do i t weelcly1 

Yea. Au:reedt 

Yea , I don 1t think hie e.rs=ente e.re any good. 
I think he 1s just stubborn. 

Mr. Secretary, that order that w&a in the paper 
this morning signed by the President yesterday 
prohibi ting :JUbmar1nea from our we.tera was pre­
p&:red here . 

By whom! 

C.i rna . 

So I understood. 

Did you a ee the note 1n thio morning 1 a paper about 
t ho use of the at&bilization tundt It was 1n 
this morning 1 s Times, There we. a & part of a colWIID 
on it and I a ssumed that they got i t from somebody 
here. 

I haven't aeen it, either , I am sorry. 

I will give i t to Gene. 

Thompson? 

Nothing. 
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TREASURY DEPARTMENT 

INTER 01'1'1CE COMMUNICATION 

DAT. 0C~Obtr 19, 1939 

TO 

rOOM Jlr , CoallraA 

J.t 10 o'clock ~hit 110rD.!.Jl4 I telephoned llr, llaa1lton, Ohiet ot the :rar 
laotern I».Yioion ot the Depe.ru ... t ot State, I told Ida ~bat ~b• Stcrtt&rT 
b&d noted with in~trea~ the oeble- (fJ74) ot October 13, 1939, troa the 

.t.aeriean Connl General at l!oQCI<onc. qo.ot1J1& a ... _. of October U froa 
tbo .t.aericaz> Couul a t llal>o1. I hld llr. -iltoa fll:rther thet lleortt&r7 

llo>ri tntiloU1 would appreciate rect1Yinc a1Joilar ... _.. at leeat aa treqv11t1T 
• • nory fortllicjlt. llr. ~toa tho'a&ht U l iklllT that reporh 100W.d be 

coa1n, 1a aore o!~tn than eYeJ'7 two -· bv.t it the7 do no~. he will iaav.t 
tbt necutar1 1netna.ct1one. In uewer to -.;r qu.eetion • • to 11bttbtr thia • • 
tbt first ""ble- ~ranRitttd U»011 the quaoUon of trantport at &Qodt 

ll>ro"4l> Inda-Ohioe tio>ee the arr-•11~ heel. bt ... att up for ~he Oo11aul a t 
l!&no1 to deal with ~hia ait•Uon, he r epUte!. that u •• oitht:r the firet or 
otcond. I 414 110~ recall r ecei-rinc a tirat oat , &Acl. he aaicl. ht aie;bt be 1a 

error. CbeckiJlc ~oucb ....,. tiltt, I find 110 other ceblegraa ot the t7P0 
or fJ74 receincl. tro111 llao>oi, 

' 
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TREASURY DEPARTMENT 

INTER OF'I'lCE COMMUNICATION 

DAT O October 19, 1939 

TO 

I disca.uod with th4 Secrot&rT th1o 110rn1Dc th4 roqueot of llr, 
lltocldC£ton of t ho ....,rican Slllo1Unc 8o Retinimc OoJOPIIlQ' tb&t hh Co11J!&Z1.7 
be exespt f r om tho roquir...,nt tb&t oilnr baro refined b;y ito WU:iCOil 

JUbo141ar1es and pu.rcb&oed from it UDder tho SilYor Pureb&oo Act boor 
the ota.mp of AcoriC&A refinorioo. !rho secroto.r;y accepted tho rooo»­

..,..tlon oet forth 1n llr. Dietrich'• ... morancllla ot October 10 tb&t no 

tJeepUon ohould bo •do 1n thh caoo. 

October 20, 1939 

I :ontionod tho abon •ttor to llr. lnoke - he • • in ~ otfieo 
JOoUr4&;r and uplainod to !WI b7 tolepbono to4&7 tb&t the !1-oaour;r b&d 

UCided aeainot aJdng 1U:1.T OliiCOptiOil in thio COlO and tb&t he , Jlr, lnoke, 

oho•ld so Worm llr. :Brock1Dcton of the J.meriC&A SlloltiC£ & Refining 
Co~~p~.~~;y, for whom llr. lnoke b&d •do the appointment with tho froa our;r 

•• October II. 

CONFIDENTIA !_ 
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TREASURY DEPARTMENT :!. 56 
INTER OFI"TCE COMMUNICATION 

OAT& October 10, 1939 

!0 

;<r. ~ietrich 

WHh reforoneo to our eonveroation vi th Mr. Broclcillgton of tbe American 

~ ... 111"' oJld P.AtfiDin& CoapazQ' on October 4 l'<lprd!"Cn.ap\ioa'tlroethe eo...Ution 

Ulal ellver bare purehooed fro• the .Aeerican Saltltinc and Re1'1Din& CODOpazQ' UDder 

the SUYOr Purchaao J.ct mot hove tho atoap of .American re!lDertoa, tho fcllov i.JI8 

11 the b~clq:roW>d rel&ti.,.. to thio oubJeet. 

hrl.T 1D 1936, apecul&tora wore ahippiJl6 eonaidero.blo a110unta ot ailYer 

fro~ London to !lev York !or aalo to tho ~....,.. In order to cliaeourap thio 

oractlce no IIIUCb aa poaoiblo, i t vaa 4ocidod, with the apJ>l'O'tal ot the Socreta%'7, 

!Ut all dlnr bara purcham UDder the SUnr Pl.\rohaao J.ct, 1D order to bo 

ellglblt for aale to the 'h• UUI'J', would ha'IO to boar tho at&l:;> ot an .&c.rico.n 

rt!'lnery locAted ln the Unl t.d State a. 

file reaeone for t.b.J.a action were as follower 

1. It l..,ore4 the o:q>ort point on e1lnr ah1ppod froa Loudon, dno to 

lhe !noroa .. d coat of hartoc tho baro raca at when tho7 roached bore 1t the7 did 

not beu the atlllllp ot an Allerican l'<lf1nel'}' located in the United Statoe, 

?. It gavo a44it1onal work t o Jmorican labor ao nov production 

t!lYer oeot to tho 11n1 ted Statoa f r om South .&oorica would bo refined 1D 

brle&D refineriea. 

) . It vu a protectin mouure in caeo ve dhcoTOred that lo.r~ 

t:>OU:Ita of oilYcr vero eca1Dg in, and u vould t;ive uo at loo.at a dq or 

two to dao,to a chall6o of poli07 1t noeaaao.1'7. · 

l!r. l!roekillt;t on at&tod that the Jmorican S..OlUng aD4 l!otlDlDt; CompazQ' 

lo "" .!mor!cM Corpora ticl\ aD4 that their Mexican auboidiuUo aro &leo 1D the 

' """' clauU'ioation. l!e alto ato.tod that tho bara the7 ah1pp-.1 !roa Nexico 

o.ro t;ood 4ol1'"1'7 bara .... 1'1vhor• but -., oold to the \l'reUUI'J', oad that bio 

Compacy calculo.toa that their profit 1a ro4ucri 'b7 approxi8&tt17 $75 ,000 a 7f&r • 

clwt to tho fact that the baro ho•• to be rocaat at ono ot tho1r ret1nor1oa 

lo tho l7n1 ted Stott a in order to be olleiblo !or aalo to tbo !'roUUI'J'• 

Mr. Brocld.actcn 1a bri"Ci"C up tbio quaotion a t tho prooont tiM 

bteaueo he !odo that tbo do•atic aarkot 1o not in a pooiUon to ahorb turthor 

t\IICUJlh of oil.,..r at tho bipr price which baa provail-.1 rocontl7, ~ aad 

ll&rm.on•a price bei"C at ti.Ma aa hip ,.. ~ al>oYI the froaaur7'o pr1eo. .. aad 

v!len ~and Bar-on' a l'rico ap1D pea UDII.er tho !'roUDl7'• prtoo tho Jmori""" 

\ 
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S!OfiUllll end b!1n1Jl6 COIIIPaJIT will probab~ offer their a1l...,r to the trea8Ur7, 

!:ll:<l lobe roqu01t that tha7 would lilao to han tha roquire..,nt that bare boar tho 

··- of .... -ri can refilllr;r located in tha UI!J. ted St ate a ro aeilldK • ....... 
In cona14er1nt; thio request tho followint; u ttoro ehou.ld roeei.,. 

conlldere.tion: 

1. If we cW<e 8l1 o:•ception in the eaee of the .American Smel t1nt; 

a:>! !.ef!DillC Co:lpaJIT 8l14 ac~t their Mexican bara without reeaat11111 w could 

bt ""cured of f A'fOri t1a:>. I t would be but a 11at ter of a ohort u ... bet ore we 

VOill4 heve to c:al<8 a eillilar exception t o all oellero of oil'flr. 

2, Tho ramoval of thio requi ro,..nt would deprive .&merioan refinerioo 

of a certain eliOW>t of work which the;r new recoin. 

3· It we rer.o .. o thio requirement U .,. ... , that we are illcreaainc the 

""tof1h of the Yarious m.in1~ e~•• aa veil aa 8pecul&tora when a11Ter 

ilup1>ed to t l\11 coW>tr:r 1e oold to the ~••8Url'• 

~ . :By tho ramo"V&l of thia requirement, it encourAt;ea larlltr amc>W>h 

o! tllver to be ohipped to tho UI!J. ted State• tor oale to the 1'rot.8Ur7• 

5· .b neonU7 u .11117 of thio 70ar one of tha eontl.i tiona for tha pwoc.ha .. 

of foN ard e11nr, that 11 , the le~ of t1mo on f orward contracto. waa ehant;ed froa 

6 oont.bs deli...,r:r to 5 month a delinr;r, which 1nclu4e o the current month. !bio ehaz>l:e 
t.ook one t10nth of! t he t11:1e for forwerd deliYOriea 8l1d tendo to reduce the ....,.,t of 

11htr offered to the !reasu.ry. 

I n rtw of the a&itAtion for tha repeal of tho SUnr Pureha .. .&ct, and 

tU feet that "" l ate "" .11117 of thia 701\1" we cha::C'Id one of C7\U" conditione for 
t.bt ~e.ao o! ailYer, as mentioned above, ~ recoCUDeodation would. be that the 

,..quire:~ant or tho otl>lll}> of American refi neries on oil.,.r bl\1"1 purehnoed by uo be 

retained, 

\ 
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To Mr. 

f'ltOW Mr. 

. , 
, 
~. 

'· ., 
.. 

TREASURY DEPARTMENT 

INTUt OI'TIC& CiONMU"ICAnOH 

\ 

..... Oetobor lS, 1939 

Y1th roforoJOCo to U.. qu .. UoD of o11Ter 1D LoD4oD vhloh w 
dl tC1111e4, U.. probable effect \faul4 bo \o lDoroaN aaloo to U.. 'fro&IIU1'7 
under U.. SUTor PurohaH .&ct. 

:lolow aro .... turtller r .. trloUoDI whloh vo coul4 place ODour 
purohMou 

lo llloOODtS... pqrohaalDc opoaulo\1TO o11Yor1 dlnr whloh 1o 
U.. proa...M I; oecoll4ar7 aatoriolo, or ,......,, or e1IT tn>e 
of oUnr that coul4 ...- UDder that olau1f1cat1oDo 
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TREASURY DEPARTMENT 

INTE R OF,CE COMMUNICATION 

OAT& October 19, 1939 

fO 

llr.Cochr&D 

!rlul !ore1111 ·~ llai'Dt wao ali~~ .... aot1Ta todq, wUh illcreaeed 

•olume in oterli~~t~ tr&Doaotiono. 'lU opanl.ac 'f"'!\atiol> tor aterliJIC wu 3·99-3/4, 

ao4 b)' ear~ etterDOon it had. a4T&Dce4 to 4,oo;..lj2. In aid etternoon, one of the 

iow Torlc banlce rece1n4 an order !roa al>roe4 to purohaee ' 35,000, and etter thla 

oNer oppearad 1n the =arket the rate ro" to 4.0:t::.l/4, the ~ tor the c!q, 

II elo .. d at 4,01. 

• !1'ho French franc opened a t .0226-Jj/8, &Dd cloaad at .0227~/8 . !he 'b<llca 

m:eded froa roeterc!q1 o cloae ot . 1686 to .16so. O!lildero and Swho franca 

vtro about nneb•nco4 and eloaad a t .5309 and .2 243 , r .. pectiftq, 

bport1"1: bank• 11> lew Torlc and the Jaderallleoern Bank reported oalao 

lotalln;: Uill5,000, troa the followill,f oourcea: 

Co:cerc1&1 concern•• ••• ••••• • ••• • •••••••·······•••••••••••••••·•·•' )05 ,000 
?orel~ b&Aka {~Qrope &D4 ~ar Zaat) •••••••••••••••••....•••••••••• ~ 2~,000 

iederal Reune :Bank (lor DeDIIeZk:) •• •••• ••• • • •• •••••••••••••••• • • 't~~~ 
· !otal l 

By eo.mer~lal eoncerna ••• • •••• • • ••• • ••••.•••••••••••..••••••.••• • • ~ 

:Bf torel.p banlca {rar J:aat aD4 ~·>•• •• .... •••• • ............... ~ 
Pederal ReaerTe Bank {lor !urt.7) •• • • ••• •• ••• ••••••••••• • •••• • •• • 

fotal 

!he banka alao reported that the Br1 Uah Control purchaaed oterlillti -=UJIC 

1o ;.69,000, at the off1c1al rata of 4. 02. 

Vi th reference to tbe purchaaa ot~,OOO 1>7 the J'aderal l!aaena Bank for 

Zurlco7, IAl.a _,., h b<ll.Jic ae4a to the llaDit ot lnsh'"' tor the aceo=t of tbe 

J.t. s, In rtw ot the tact that the aterll.Jic h to be pa14 for the &COGIUlt ot the· 

J .t. s, , I thiJik that u repreaollto p-nt ot a loan aade 1>7 that lnoU\uU oll to 

1'u.rlo:e7. 
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!!bO r.a.raJ.IIuorn Bult of -Ton: wo.-. u \bat u.q he4 DOt recei ..-4 
t:11 roporU ot pl4 ohi~nh to thio OOIUlVJ'• 

I .uocu.oeod wUil til• S.Ore~ thio .. 1'111l1c tllo reql>8ot of llr. llrooldJictoll 
o! lho .&~~~r1~ S.Uiac aDl llefi.JWIC Collpa!Q' \bat Ilia CcolpAIQ' be • ...,t h• 
\!II roquiroDOnt \bat oil'rer "-" Hlt1no4 1>r Uo Moxioaa IIQba1cUar1oo aDl po~.t'CIIuo4 
!roo 1\ Wider \Ill Silnr Pvchaoo .A.ot boar tllo o\allp of .U.Oricaa rot1~~~r1oa. ~ 
Socte\arY accopted till roco-ndo\ion oot forti> ill llr. J)1otr1oll' a 1111101'0DIImo of 
october 10 \bat 110 n:n~Uon ollo"ald bo """"' i n thio . .... 
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• 
HJ.!Jr: 

James A. 
Farley: 

lll~Jr: 

F: 

I!!!Jr: 

r: 

F: 

H:!Jr: 

!': 

!!:-1Jr: 

P: 

Hello. 

October 19, 1939 
9:58 a.m. 

I think I 1 11 bri ng Carmody around today. 

(Chuckles) Can't you control h im, that soti-spoken 
gentlemant 

Oan 11nybodyt 

I don 1 t know. 

(Laughs) I t's aausing, really. 

Xeah. 

I'll tell you what I called you about. When Steve 
was over there wi th you, Henry, and people would 
come in to us and wanted information and wanted 
help or advice, different t h ings l ike t hat that we 
didn't know anythi ng about, or course we 1d send 
them over to Steve and Steve would take care ct 
them it he could; it he couldn't he ' d tell them, 
and so fort h and so on. 

Xeo. 

Xou know, we'd just pass them on ••••.. 

I know • 

•••... and he'd do vhat he could. Ir he couldn't 
it waa all right . 

lll!Jr: Xes. 
,.. 
;,- 0 

Hl~Jr: 

!': 

Now --well, now that he ' s gone, who 1& t here over 
there tor us to send anybody to with problems and 
things arrecting ••• •• • 

How would Herbert Gaston bet 

Oh, it'll be perfectly all right it he's the fellow. 
I don• t ...... 
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;o.!Jr: 

r: 

:t!Jr : 

F: 

!!!:Jr: 

?: 

H:!Jr: 

i': 

li!!Jr: 

?: 

F': 

!C!Jr: 

F: 

- 2 -

\/ell I hadn't -- I'll ask him. 

You ought to have someone over there because we 
get people who want to find thing s and we don't 
know ..... . 

~/ell •• .. •• 

It ought to be-- I don't care who it ie. 

liell, Herbert would be the only fellow I 1 ve got. 

11ell t hat's all right. 

Ie he all right with you' 

:c2 

Yeah, he will be perfectly all right ae long as we 
have someone that we can send people to. Now I don't 
want them to do anything they shouldn't, as you know, 
but we have to send them to someone to talk with. 
They come in, a lot or -- sometimes the requests 
are cra~y requests and Steve would dismiss then in 
4 minute and say, •Well, noth.ing can be done on that.• 

\/ell, . •.• • 

But he would at least see them, you see. 

Well , if you don't-- I'll ge t word t o him and be­
tween now and Cabinet I ' ll ask him it it ' s all right . 

\fell t hat 's all right. As long ae it's ecaeone eo 
that when the peonle come in here Bray will call up 
and say, •Well , so-and-so ie coming over and Just 
eee him and do as you can.• Ir you can ' t it's &11 
right. 

0. X. 

Thanks a lot. Goodb:ye. 
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Sumner 
llellee: Henry, how are you? 

Oct ober 19, 1939 
10: 2~ a.m. 

r~lJr: I 1 m all right. How are you? 

il : 

,., .. 

1-:.Jr: 

I'm f i ne thanks. 

I guess we both would-- doing a l ittle lying , but 
that ' s all right . 

(La1J8h&) I have here betore me a turther telegrao 
t r om Joe Kennedy which has not been sent over to 
you end which I am sending to you person.ally 
i.llll:lediately. 

Right . 

:63 

In view ot our talk the other dey no reply, of course, 
tri ll be sent to hi n with regnrd to the question or 
depositories or agencie s . 

:r:.Jr: ~o. 

'J : On the other hand he r a ises the other second poi.nt, 
which I t h ink it would be hel pful for hi m to have 
a reply upon if you agree, and t~At is the question 
ot the handli ng ot the Bri tish marketable securi ties 
in this country. 

~~:Jr: I eee . 

\' • So I ' m sending over t he t elegrao to you end i! you 
agreed perhaps you ' d be kind enough to indicate the 
reply t~~t you want made, 1t any. 

~:Jr : 0. lC. Nov •..... 

W: Yeah. 

Ht:Jr: ••...• don't hang up on me. 

\i : No . 

ID.:J r: Are you t hrough? 
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'd : 

~·Jr: 

'.1 : 

:C'Jr: 

H::Jr: 

... .. 

!-:."::Jr: 

\! : 

l!::Jr: 

_, 

- 2-

!low, I don 1 t know whether you aaw the story in the 
Tribune quite in detail about our meeting yesterday. 

No , I haven't read the Tribune yet, 

Well , they had quite a story on it and I believe 
they go t it from yout• Department. I'm not sure, 
I t hink eo. Now -- which is unimportant -- bu t 
I ' m seeing the pr ess -- my -- I have press twice 
a week and I ' m seeing them a t 10: )0 and I wanted 
some guidance from you as to what, if anything, I 
should say that we were meeting about yesterday. 

\:ell point number one, I will call in i=ediately 
tho two people who were with me and find out 1f 
they have discussed in any eenee what we met for 
yesterday with any newspaper correspondent. 

Yeah. 

I will let you tnou. 

Yeah. 

Hy very strong impression is that neither one of the 
men with me have tallted to any correspondent. 

Yeah. 

If t hey have , t here'll be trouble. 

Yeah • 

Point nu=ber two, I rather wonder ir it might no t 
be well, ir you reel that you have to say so~eth1ng, 
to aay t ha t it was merely a preliminary exohange 
ot views ae the result or the Panaca mee ting i n 
view or t he November 15th scheduled meeting or the 
Inter-American Advi sory Committee and le t it go at 
that . 

That' s all ri~~t with me . That'a -- I ' ll say just 

that . 

It you think t hat ' s advisable. 

Yea , I think that ' s tine. 

( 
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v: All right , HenrJ. 

!!l:Jr: I think t hat's fine. Yeah: vell, I'll vait for that 
Kennedy cable. 

v: Thank you ver, much. 

K!!Jr: Thank you. 

V: Goodbye. 

' . 
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Hello. 

October 19, 1939 
5:05 p. o . 

:cs 

o,erator: !!r. ~lellea . Go ahead. 

;c:Jr: 

sur~ner 

·.:enea: 

;-::Jr: 

·:-·Jr: 

. . 

!-::Jr: 

II : 

~!Jr: 

II : 

~::Jr: 

\'" • .. 
;r.:Jr: 

Hello. 

Hello , Henry. 

Sumner •... :. 

Yeeh. 

Johnny 1& sitting here with ae . 

Yee • 

At Cabinet I took up this lint of purchases that the 
Finnish t:tnister wanted t o make. 

Oh, yes . 

Now, I d1dn' t get very much enthusiasm from the 
President or from :"r . Hull, but they said to k i nd of 
~o ru1ead and see whether, first whe ther he couldn't 
do it and be financed through private banks and if 
not do something. But we haven't go t much money 
l eft, but on t he other hand a fellow -- I 1'1gured 
t his wcy, the ?resident has gone this far and I 
don't want to lea ve t he tellou h1gh and dry. 

Yeah. 

So -- well , I said, "How about haV1 ns :tr . ..iiellen, 
J ones and ayself take up this M t ter anc see • hat 
>~e can do'" And t hey said, •Fine.• But I know 
you're going away tomorrow and eo ao I and I t houeht 
t hat Hanes might do sooething Friday or Saturday 
it you would designate Who could act 1n your place. 

~!ell , I 1 m not go i ng away until tomorrow ni ght . 

tlel l , dq you want to do it tomorro"' 

\/ell, I ' ll be glad to • 

Well, would you call a meet ins' 
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' 'i: 
;a.!Jr: 

'II : 

H::Jr: 

\': 

:c:Jr: 

t:: 

;.::Jr: 

1i: 

r:HJr: 

" • ... 
h~;Jr : 

···: 

r-: :Jr~ 

~ = 

lt:Jr: 

II : 

m.:Jr: 

\ .. .. 

- 2-
:.61 

No , I t hink it's cuch better to have it over there 
and let me come over at some time t hat•a ...... . 

Well then •• • • •• 

••..•• conveni ent. 

Hanes will call you and make an a ppointment tor you 
and Jesse and -- tor tomorrow? 

Yeah. Could you wait just a second, Henry? 

I'll wait •• •••• 

All right. Right no~. 

And ••.... 

Jus t a second. 

llalte it some time that's convenient • 

\/all, do you want to give say t•·:o ditteront times, 
one in tha morning and one in the afternoon or •.. •.. 

The best time tor me would be three because my 
morning is tilled, but anytime 1n the af ternoon 
would be all right. 

Hanes - - Hanes >rill -- will call ;you beck. 

All right. Henry ••... 

Yeish . • ... . . 

About the telegram I sent you. 

Yea . 

Have you . ... . 

Yea, I ' ve just O.X. ' d it and it ' ll be over to your 
place within t went;r minutes. 

Oh, tine • 
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' i-J!Jr: 

'!: 

!f.!Jr ; 

\.' : 

~:Jr: 

v: 
:::Jr: 

1:: 

:r-:Jr: 

li : 

f-J:Jr: 

\It ! 

r:J;Jr: 

1: : 

r~:Jr: 

t:: 

:-::Jr: 

II: 

- 3-

It'• O.~.'d and it ' s a collnbora t 1on with Jerome 
Prnnk, Herbert Feie and the Treasury gana. 

Gro.nd. 

And everybody' s in accord - nt lsnst enough in accord 
tho.t I ' ve O. K. 'd it. 

Tharu: you very much i ndeed. 

And t his is a very polite slap on the wriet. 

Uc-hm. 

It's so polite I . never could have written it :tyselt. 

(Ln~ter) 

How• s that? 

(llore laughter) I shall read 1t with i nter e st. 

(Laughter) 

All right , Henry. Then I ' ll >la1 t until Johnny calls 
me in the morning . 

Yeah , nnd thi s t h ing will be oyer to you -- to your 
ott ice direct within t>lenty -- t hey've got to recopy 
it. It oughtn't to take more than t 11enty c 1nutes. 

AU right. 

It'll coce right to your office. 

Thanks. 

Goodbye . 

Goodbye . 
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Ochbn 19, l~:W 

JOB till S!lDUJtl 

IA lU.. with the aote I oRt :rou :rootordq al>out the 

~ral ......... ll1r1ac a opeolu otatt to p..-pare tor the .._r .,_ 

t&l7 brroottcatloll, I - OOIII1Urali}T OOIICO!'IIOd l .. t the 'freUV7 bo 

at a 41oa4TRt&ee bec .... e pNparaUolle are 110t e-leted whe11 the 

bear lac 'beclJ>• · 

.Acoor41ug}T, I ohould lllte t o IIIOla a ~~Qg&oot ~ wll1eh 

:rou ao4 llr. llalleo, t o wboa 7"" deloptod the p..-parato17 wol:'lt, ·~ 

coulur. 

wr. Ban••· llr. lhlte, llr. - · llr. DoleiiO ao4 other 

a.Uoro of :rov otatt who are l..llteruted in tll1o woztt here other c!ntl .. 

which alloorb their tl.ae &114 piUih tile woztt on tll1o len ~ato probl• 

hmporarl}T into the b~ fl!.orotoro, t o pt the worlc otartod 

I oacpot that a .,._ of 1 j111l1or" ottloWo be ott q> to colloot ll>­

fol1tl.t1on &114 ol<otch an O'Utlbw of prooRtatlon tor t he !rauv;r' • eaoo. 

I tlll..lllt the -•r• of tll1o poq> ohould bo !rood troro a part of their 

rout llle work. ~hl..llc tb.tl1 did, of ..,.....,, ....W.4 bo O'Qbjoct to zwnn 

and chaaco b7 llr. llalleo &114 u;y p-crap of ll1gher otfldiuo he wlohed to 

h&n olt with 11111. 

s-no ohould 11. .. 4 q> tll1o I J111llor' p-crap &114 rtu 

herd on u . You oouldn' t all< tor a bot tor ..., thall falter Stewart , 1t 

he would -.s.rtalct it. Pll11 y- 1o a110ther good bot. It 110 Olle ol oo 

would 44 U, I would bo glad to t17, but I eoulc!n1t bog1n to 44 the Job 

that llr. Sto....rt could 44. 

<C9 
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')?Y' - ' 
J 

Tbe State Dtpartalnt Preaa Section 

(lit. WoDtmoU) ea14 that tbq ha4 not talked 

abo~t y11terdq 1e meetillfl to .. ono. S. ha4 

not teen tllo lleral,_!l.'rllN:ne eto17. 

Gr•t•'7 ot tbe Herald !l.'rllN:ne tello 

•• be r;ot ' be ot0'7 ..... ~ '117 oeeillfl llr. 

ltlloo, etc. in tbe !l.'ro&rar7 hallo. S. ••• 

hi tried later t o pt in t ouch with both Yelleo 

ad JOUI but failed-

Bowe•or, Crider ot the !!mea, wbo wrote 

no atoQ', talked with hh before the -•UJIC. 

l oll told h1m It 111 golllfl to taka place 011d 

H.at It mltbt clar!t!ed the !luatllllala meetillfl. 

Thlo latter Ia confidential. 

_, _ -
• 

f •• 

• 
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j 
!:tOT fORl( I!E:R/.U W.IliiJJill 

OCT 19 193!1 

.. . .~--

P~leyStud!,~_ 
LatiiiAmerica 
Fiscal Plan 
Morgenthau, Welle• and 

J onet Ael on Financial, 
Economic Proble ma 

American V crsion 
0£ B. I. S. Wei~hed 

E&tahlishing of Such an 
Jn•titution Held P art 
of Protective Syotem 
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October 19, 19.39. 

TO: Secretary ~orgentbau 

FRO!!: )!r. Dut tield 

'l1le Coloabia etory eeem.o t.o be leoldns nry badl,y. 
:'re<l Shelton o! the Kiplinger Serrlce eall.ed • at 11:30 
t.o ' "'that Colallbia,.,... e~ up to arrange a loan, tbat 
l'r. Ylelll' was a.oot.b1ng the WA;f and bad eY., urged tbe 
Col~ repreeentatiYe t.o fl:r up at once . I lcnmr DOt.bing 
about the eituation of couree. 

- -2 _, 

• 

\ 
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October 19, 19)9. 

lo$!."0RAJV:DUl! 

T01 Secretary Uorgenthau 
met:: Ill"· oaston 

SUBJECT: Gambino-Lapadura alcohol conspiracy. 

lie do not yet have a full report on this case, referred to 
in t.he attaclled clipping fro:n the New York Tines of October 17th. 
Cah.Ul's publicity wa.s so"""""t pr&Q&ture, since not all arrests 
have been lllllde, but poss11>17 liU forced by t.he garage raid, in 
•!lich !lew I orlc City police cooperated. a would be difficult to 
cover up thia sort of thing. .U.COhol Tax e::cpects to arre<5t a 
total of approld<lately 90 persons, 20 of whoa are principals am 
financially interested in the syndicate . The Gambino-Lapadur& 
gang is apparently a reorganization of the Stahl.-lelligrino gang, 
7' members o! which were convicted on ll&y 26th of this year. 
Joseph (Black Latty) Lapadura, arrested r.:ond&y, is a relative of 
Anl;elo Lapadura, sentenced to 22 months' imprisonment in uay. The 
Lapaduras originall y represented a group of llart Jersey racketeers 
who atteClpted t o contr ol distribution or illicit alcohol in the 
cotropolitan area. At the time or the spring and arrests the com­
bination had seven alcohol drops in the city and handled in excess 
of 5,000 gallons weekly. 

In the current investisation five alcohol drops have been 
located snd 6o vehicles identified a.s being used b1 the San&• 
R.•dio equipl)ed cars perfonaed etrective service in the investiga-
tion. 

\ 
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TOo Sec""tary Jlor&.,.Uin 
F'lDIII llr • O..ton 

October 19, 19)9. 

'tie do not ;yet ~.au a tllll report on Uo1a cue, referred to 

I.D the attaohed cl1pp1ns !1'011 the 11ft York TiM• ot October l7U.. 

Cahill'• publio.U.;y wu ao»111>at pr.....,tw•e, tinea not all arreato 

have been a1e, but. pou1bJ.7 _. tor.-! b7 tbe II&RP raid, 111 

w!licb llnr York Cit7 polioe cooporatod. It would be ditticult. to 

• .,...,. 'liP tbit aort ot t.binl:• U oo'»l Tax expect. to arrMt. a 

total or a pprox11atol7 90 pon ONO, 20 ot wh<a ..,.. J)l'incipal.t and. 

t1aanoillll7 int.ereat.ad in t.bo •711d1c•to. The Goabi.oo-Lapadura 

Calif! it -t.lT • raoJ'E&llia.aUco ot t.l:e s~ - · 

74 .-ben ot which wen oCill'rlct.ad co Ma.y 26U. of t.1:1a J a&r. 

loaepb (lll.ack 1A!t7) ~. arreat.ad llcnd.t,y, it a relatiY& o! 

An;:olo ~ ... nt.enooeol to 22 1100tM' l..a;>ri-t. 1n llill1• fbo 

l.apa4IIJ'U or1cinoll7 repree111t.ad a gro'IIP o! t:ew lore~ reclce teen 

11bo a t~eol t.o ocnt.rol 41ttr1bo>t.1on o! 11l1c1t. oloo'»l 1n U.a 

•t.ropollton area. At tho U• at U!.a •lll'ino: and. arreeto tAa -

bl.nat.1cc b.acl .... .., alcohol 4rope 1n the cit.;y and handlad 1n .,._, 

o! s,ooo plloDa .. ~. 

lr. t oe current ioYeot.~ation ! in alcohol clropo have been 

louted Cld 60 ftbiclee 1denutie4 ae beillr; - b7 the I&DC• 

llad1o equippod oare per!oJ'IOicl e!!eeUYe eerYice in the in ... tie .. 

t1cc. 

• 
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TREASURY DEPARTMENT 

INTER OI'I'ICI! COMMUNICAnON 

DAT• October 19, 19)9, 

ro secretary l!orgentban 

ntOM ~. Coobru 

At 1 o*olock Ule Secr•tar7 r.ce1Ye4 lrlr. Pirleeot. 71,D&D.01al Ootmeelor 

o1 u.. :OriUah b'baao;v, &11d lolr, Otboruo, of tile !&Ilk of llngl&l1d, 11bo nro 

hit f!UO•tt for lunch in tbo Stcrotar:v'• dinincro... lolr. Cochran aloo •t 

prettnt. 

!be Secretor)' e:q>lainod to bit CW'ttl that the question has been ~nd­

!.As: tor aometiae &I to the D~&D.Der in 1d:Licb the b&Dk:la.c 41poatta ot the 

llrllhh aDd l'r~nch Gonrn110nto ahculd be handled in connection with their 

JW'Ch .. os 1u tllio oountr;v. !he Socrotar7 told llr , Otborne that ht had 

stl:e4. 'QPOD the lat.ter1a rtait here aa a reaaoa. tor 1ne.iet1nc upon e. deo1-

t1on ia. tht:1 pretli tee this forenoon. At a :zeet1D.; hel4 ill the ~IU%7 

thh DOr.>ing, ADd atttnlled b;v Cbai"""" :Bcclot of tho :Boord of Governcro of 

tho ioderal Ronne S;yttea and Prtaidant l!urhon c:! the 7ed&ral looo,..,.. 

3a,Dk ot t;e-. York u4 .seabe.ra ot the Seer·eta.ry1 e etaft • the cra.oeUon bad 

boon di~<:Uued and a decition taloon, Tho Secrotar;v otattd !~ that 

the idea 11bich had been tallood about for oo<>e tiDe ot o!)Oning aeoountt tor 

tb<ao Oovornaonto with tho 7oller&l letorTt B&Dlc ot !low York at 71tcal ~nt 

ot tho !rooour;y aicht conctiftbl;v laad to tomo political quettion , 11bich 

.. uld be bishll' und.etlrablo at tho prooont tino. The Secrotar;v had con­

lulted trool;y with lf.etart. llccloa &114 Barriaon Mel. hacl. llecid&d tbat tho 

boot policl' would be to aodit:r oUgbU;v tho origi.nal idea oo ao to Mot tho 

Ml a pproTal ot theot two gentl.uez>. !ht propoaal which bat now been 

doctded.ll,l>On bat tho approT&l of the Proo1daot. 

The Socrotor:v l et bit Thitort Jmow that the frea..,.:r wonlcl. bo pl•lld 

to see their GoTen..nW ' accoUnt• ~or e.r purchaae-a han4le4 in the aue 

Zll\Atler •• thoae wh1ob ue now 1n ope:rt.t1on for airplaJ:Le pu.rchaaaa. ~t 

h. q sceotmt, or acoounte, coul4. be carried with the J ederal ReaerYt 

3w or !low York b:r tho Oontral :Baokt o! t he two toroiSD countriot, i .nto 

which tundt o! thtir roap&otift tr .. ...n.ot would be placed. Tholl would be 

dtpotlt acco=to ».pon 'llbich tho ctt1cio.l purchaoing ropronntaUTot in tbit 

cou.ntr;v would draw, !he Seeretar;v otatecl. tat he had the ao..,.anco c:! 

Oovornor !cclet hacltod l>:r tho 'Wl&DiDCUO agro.,..nt ot hio Board. and o! llr. 

iit\rrison, that ~c::o1m.te eo opeAe4 would be p ya ~ •• auch aeereoy aa 

accounto o~od wi th the 7tlleral letorTO :Bank ot llow York at liocal .&cut 

ot the !reasur7, w.r, B&rrlaon wen ca•• the ._,suru.ce that t tut ... b&l"a of 

tho Coccittoo ct bit Boarcl. 11bich ho oontulto wbon necuoar:v "l''" foroiSD 

buatneu would htTt 110 Jmowlo4ce ct tho trauaeUono paooing tbrouch t booo 

aceo1.mta. !he Secre\&rf aa4e it olear, bo,...tr, t»t our Oonraaeat d.e­

oired to bo kept tull;v io.!onod ot tht parchatl.ng 0~rat1ono of tbooo two 

'.16 
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Jon"""'oh in the United Stateo aod that wbeo tho accottDt ot the :Brithh 

<;o•e,..,.nt 1s opened t.hro"'!!> tho Bank ot Ell;:land, the l!ank ot JD&land 

sll4"ll4 inotruct the l'ederal boone Bank ot !In York to tho ettect tbat 

• -? _, . 

the l.'reeour7 1o eotitled to ouch l.nton:~&Uon ao it -7 require with reepect 

10 the operation• concerned in this accollllt, The Socretar7 l&id that aomo 

o! hil own e.dviaere, aa well • • member• of the .rederal Reaene Board, bad 

~stod the cleoirabillty ot the toreip Gcwernunto c ent orinc all ot 
:J:eir clepoalto tor pwochaoeo in one pl.aco, that h, with tho hderal RoaorYe 

aank of !lew York, altholl&h there might be oeveral acconnta with t hh ...,. 

)lank, 1'be Secretary aaid he was conoidoriD& thia and might take up tho 

J>Oillt lau r . In tho meant11110, the Britiah '11'61'e quito free to approach 

Cr. !!Arrhon with t he view to illl:>ediato operationo 'CIIldor tho &bnYe deocribad 

?lAo it they aaw tit, It • • upl.&inod by tho Secretary that tho above U­

;cr1be4 arr&D.geaent with reepect to Oovern:::~ent account e ia an experi.cent. 

:'no deoiro 1& to be mutual ly holptul, aod either aide 1a tree to recommend 

Cb&.ngel. 

fhi o plan otru.cll: both Ooborne aod P inoent quito favorably. The7 

thoUGh I 1 t had certain ad......,tace• our tho idea ot a :Piocal A6oncy account. 

Pinaent 13i d tbat the;y had received no inotructiona !rom tho Britioh 

l.'reaourr upon the quoation of a Fiscal A6oncy account. They undertook to 

r•b•H thil revioed plan by cable to their Oover=ent , Tho que ation aa to 

nether so::~e ~::e::~bor ot t heir PurchaaiJ>t: Com::daaio~ would be ginn authority 

to clraw ~n t ho Treasury oonoy in the Bank ot Enciland .lcconnt wi tll the 

Yecleral Reaerve Bank ot No" York occurred to t h OOI , but it •• acreod that 

tilia • • a technic&l det&il obich they could probably work out. Tho vioitoro 

o:o;pl.ai ood to the Socret&ry that the pre aoot pleD h !or the eettiD& up of a 

3rithh Cootrol Co:aaloeion tor l!orth America obicb would oupervh o tho 

operaUooa ot a Purcb&sill& Co,...l.aoion in Ca:nda aDd & Purchasinc Co=ioo1on 

In tho lll>it ed Statea. It •• intiD>t od that llr. Oabnr~e would be a &e•bor ot 
the Control Com1u1on &Dd would reaain on this Contineot oo looc aa tba 

:Sri ti th Trearury roquirea his preaence. The two Britiah o!tic1alo had 110 

word of t he decioioo which .,.., upectod by our Ambau acl.or 1n P&rh to bo 

take 1D Londoo l&ot 111g.t t o .. d ccnaoU4&tinc Br1thh and French p111'Cba,... 

1og operations on thia IOUioot, but they f&Torod the idee. They e.ppeorod 

coDfideot that their Oovernmont would dea1re to acquaint our OoHrnment with 

their purcbaaing operations , aeeill& tho 111\ltual advaot&60• of tucb • praeUco, 

The Tisitora raiaed tho quoation aa t o d1opoa1t1oo of Brltioh held 

aecuriUu on tho .bericao -.rll:et, 'lho SOCNtar:r otated that ho had not 

plaonad to brill& ~ thia topic, Re e:q>lainod that .bbaaacl.or l:enned:r had 

raioocl this point in a cablecram rocoiTtd thia 110rn1D& and that a reply 

will be drafted thh ettornoon. Tho Sooretary let hio visitoro know that 

1t ..... t ho deoire ot the Proaidant ud ot hi .. olt that coosultationo ~oo 

thio aubJect should be held ~on this aide ot the .t.tlantie and that th.o 

heaanry aDd tho S. J:, C. would be preperod to diocuto thio pr ol>l• with tucb 

reproaentatlvea ot the Br itish OoTernunt &a mig.t bo indicated. 
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~ .. 1auora retorred. to an •-ent to tho lleutrallt7 :llll reported. 
., lllocuued. ,.,ur~ in a S.aato ~ttoo which 'OOuld. prohi'blt credih 

to private concorno in belUgnont countrieo, ThtT tbotl;!bt thie aore 1oriouo 
lbaA fir/ ninety day provho, particularly if 1t •iD>t atop c.rodite to 

.~:~orlean branch concorno in Ot.aad.t. The Secretary aoked me to oonoult 11r. 

Polt7 oo tbh point, which I did attor lunch, llr. loley tboucbt the idea 

,.., to mend the ban on c.red.ito to belligerent OoYOrm~~ento to include 
ut!oool• of belligerent countr1oo, cOYor1ng IIUIJ.Uono of -.r, a irpJ.anoo 

od oucll other artlcleo as are now o:abergood.. 

llr. Pinoont' o ctueation in regard. to the 'rreaeury•s attitude to~ tho 
BrHhh plen !or prohibiting silnr i111porto into t he United. Kingdom e:a>opt 

.. ~er license (and ratuaing liconooo to illlporto fl'OI> the United States and 

Cooado while &l'PrOYing th• for illporte !roa Indi.a and oterlin& countries) 

•• ralaed.. !ho Secl:'otary aald his anower •s the -..:e as in the caoe of 

Ic ll1o. ( I n this caoe he stated that he appreciated the action of t he :British 

Go're,.,.nt in consulting hill1 that he did not d.eo1re to e:q>reu any opinion 

•• 10 this pol1c:r: but that he did not raiae any obJection thereto.) 

~he :Or1thh otf'icials did not und.eratand tho JV.rneaa-IT1thoy ill'luiry of 

7 .. tordoy about oponJ..n& a :British ltl.niotry of lood. account with the Federal 

! .. erTe Dank of !low York. They mew nothinc of t hio. 

9le Secretary """'t1one4 .ADor'ican neede for .t.uotrallan 'OOol. l&ter in 

the afternoon llr. P1noent telepho1104 11e that llr. C!w.llr:ey of hh Emhaaey h&cl 

thh question under d1acuaa1on with Kr. Ha.nea. 

'rho Britioh expected 25, 000 air pilota, :British as well •• Canad.ian, to 

1>1 lral.ned in Canada. 

llr. Ooborne connyed to the Secretary tho boot wioheo of Oonrnor !oworo 
or the !lank of Canada. Secretary llorgenthol.l , ... tprocated tho .. good wiohoo. 

Rt also asked Ur. Oaborne to let the lUniater of J'l.nonce of Ot.Dad.t know that 
ht would be very wolcoo;e here any t1c>e he mij!ht cbooae to come to 11aohincton. 

The Secretary hao nothing to talco u,p on hie part, but ante the lliniater to 

feel tree to como at any ti.ae, without otanding on foi'Qality • 

- ·, 8 

.lt l; o 'clock the Secretary roceind llr. lAroT-:Beaulieu, linancial Counoelor 

or t.he i'rench i:!obauy, with llr. Cochran preoent. 

'rho Secretar:v o:opla1ne4 the rOYioed propooal f or handline Jronch OoYorOIIOnt 
Pllrchoain;: accounto in the United Stateo, in the oome tergo ao uood with tho 

Br1Uoh, and horoiaabon deacr1bocl. 

Lero,..:B.ulhu 1ot forth the 41ft1eult1oo which h&cl 'boon oxpor1enced in 

JlOuin;: the lronch !.'raaeury tun4a f or airplane purcbaseo throu&h • Bank of 
h anee account with t he Federal !teotr.,. llaDic of lo• York. !hooo arooo 
pr1ne1pa1ly from tho refutal of t he l!ank of :rranco to por~~it IAro~.uliou 
to lii>D for withdrawala from tho acoo'Qilt, and tho conooqu.ent nocouity of 
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of ca)UDC tbe Jre""h ~ to cln the -•o&r7 wtroacuo,.. to tbe 
!Ul< of ,........, t o put OA to tbe J'.Ural :a.o..-.. llaak ot lrov Toft:, 11bell­
t1'tr pa111oat1 w ro t o bo ...te. Lero;r...JMVJ.lov. wu aloo 4'11111ou aa to tbe 
rotAiU" of tbe - ot J'r.....,. to - t o tho accouat boi.Dc accooolble 
10 illlpocU on b;r ,.., llo aa14, ho....,.or, that ho wuld report tho •ttor to 
hit G<>n..,..,.t a&l4 cln tho Soorotu;r ~ latonoaUOil thot ho _. han 
"""" ho •••• to VaahlJIC\on -tn on ltoiiA&;r attornoon. 

Upon loaYiDC, Loroy-J!omllov. telopho,.4 Plneent from rq offloe, ar­
rt.DCllli to ooniNlt tonlcht on their OOllllDOll problou • 

.. 

, - 9 _I 
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aBt lllll DlllSST 
1JASH 1!10!01 

.,. ; 

ty Ootober 19 • l 9J9 

!left1'1'1ftlf \0 , .. ,..tou t oor:rta~n~tnot 1ft t' ~raJ"4 

C' lM , l •1 t h to th&nlt J OU Ml~ thmul'h J OU t he Un\\ed 

whlch you wert kind enouflh to ~~<>n•ey to '"" \n you l" n:>tf! 

ot october 12 t o the ef f eot t h11t t he 'lU'I'Iffi()O owneral of 

the PUblto Btalth S .. YlOt • auld e• nd a ~ l aeton o on e1tt-

China aftd ~'l'lla to .urYtJ t or a J)trr l od of t h'l'et • nt ba 

the ao1d .. 1o 4ta.aaea tn art•• traY~aad by t bt ft.-

Sonor a lt Oot'dtll Rbll, 

StiOr ~tarJ of '!tate 
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au t h~ r ltl •• ae to a et hode and meaeuree t or suoor e ee\on and 

"Pl ea•e c-n·,e:r t lle .follo.,\nr, .. . .. ave to 
t l!e State r,em!' t e!'t\ t: 

· c~ln•ce ~~verna-nt de~ly no~eo l~te 
klndn~•• of Pub •\O qPal t~ ~erv\ce l n eendl~ 
teobnlcal ~ I •Rlnn t n q~1 tbWeat-rn C~\n~ and 
'lu ra.'\ for ..urv e:r e ol demlc dl& •~>•@N, Th~lr 
ooll~bor3t lon •lt h Chln •ee au t hor \ t l • e and 
up...,ta 'f\ 11 yld" \ Dt"'ftae ben f\ t nn t only 
to l ocsl \nb,~\tants but to ~~n\ t ; \ n ~on•ral. 
l' h elon ea:r r •et &allUr ed t h t a ll .-u., '3Totf"c­
t lon ancl poe slble r , o\11 tl •l w\11 bfl xt-nd"" 
to th <!ll dur\ nf' t h• l!' tr~v'tl ~n<'l o...- ! or-,.nce o r 
th .. l r •o!'lt , • 

Ia/ llllnP" Chu~-b•J I ' • 

TT\11 you . 

:.94 

t 
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of t be Publ ic B•al \ b Ser•i oe. 

.. 

- ., f :)O 

101,.... '!IIUid1' 

"""""' "" "' .. ...... -.... 

111 SHIH 

• 

:s!> 

• 

\ 
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KE~HIN PREIGHT LINES, INC. 

j-
1 

,J. L tt&t::a.-4 1 N 

-L··Utt 
I ll w e:•T R005CW'£LT ROAD 

CHIC AGO 

• 

'l'bo Uonorabl e Henry J . !.!or ganthau. 
Secretary of the Treazuz-J• 
'!roasu.ry Building, 
ttaat:ln&ton, D. C. 

l.:y doar Socreta.ry : 

Oetobor 19, 1939 

I ""' enolosi"ll horowi th true 

oopioa or or iginal r epor t& tro~ L~aGra . SheAhan, 

Duol ond Von Patter ~mioh ar o oont to you tor 

your 1ni'om.a.ti on. 

i1ith ldndest porsonA-1 r or;ardo, 

Vory ainooroly ~~urs, 

JLK:LR 

Eno . (3 ) 
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;~tar Lt• Kecshh~ : 

Chlm£)dDf;, China 
Sundaor October I , 19~9 

!his not. ia coroly to r eport p rObNII. Tte ht.•e tt.oklod the baaio 

"r¢tlC.I or core utilization of equip:cnt ed ro&d.a in the :"ollowina =mmc.rs 

tl} orh"rG .. :te have attmptod to aoour. a more rational approach to the probleta 

0. ~rh·ora ahor t4ge by ttnho.r:oin& the position, both in the minds ot' tho driver s. md 

~!t!r tupCJriors. ln othor words, thr ol18h luadorchlp and not foroo. Sovt.re pona.l tica 

; .. r rJlo 1.nfract1ons etc., have been eli:U.natod &nd uselc:;s rod tape SOT OTOC in TOC&rdl 

:;. ,;o..- n:=Ant r t.;:ulatlona. 

\:, l'ch.n!ca - Si.,..ih.r to dr1ver c , '.To believe tho p robleo to be , t roatoe:nt as a 

e:us tclow at.BJ'Ida.rd. ',/o favor mo1·e h\.CllaJlo t r olltrlont . Conpoton t rnooho.nio s tUld 

...rheu turn to other fioldo a.t the first opportunity, under tho proacnt systetl. 

h, .. ?- rat1CI'lc - Less than one- t hir d of the total nud:er ot truokt aro availto.ble 

!or or r •t.ions o.nd thoao cot.ttted 1.tl. the l:&in to da;;light hour a , ll:J tin& utilitaticn 

01• r oa.!a to los&- than 50 porcont. Pe are str1vin,-: i n ever y way to effect consolida tion 

or 14 Govcrm:ontal opoz·o.ttng un1 te, as well o.a Foo Shing. The l«tor company v:hile 

~t;.'tt.e:nc 1000 truok operation, has loss than 60 actually operatl r-c. Over a 

=--::!e:. ~ncr:; (Chinese Cu:rronoy) wor th ot apart parts are hero but u. .. lcss •• 

!.":c:· a.·e 1\0ii. ... Qil.entiala . Eaoh Oo .. ~-ern:1e!lt Operation orders blindly more tht.n noceaaary 

s.r..:! o•:.,rlook euentiala . '11\oro being no Q\inoao charACters tor tho various ps.rta and 

:o e"to.lorn in tho shops , they draw pictures Ylhioh aro frequentl y :nidnt;erprcted ... 

re:•lt - 1/3 or the equip::!ont h un~er ropt.ir ond 1/3 ~wai t1n& porto oonataDtly. 'l'ho 

~:r.aoll .a.t1on 1nto one Govt:~rm:ont cr;;-nod corporation will eli.clnt.to 16 different aho?t 

'~ t-w.ei roint, nnd with Andy aa General ~or, ahould tunotion amoothly and car..:not 

l".elp but rt:flect il:lprovee~ont over exist ing conditions. By spUttlnt r un3, and ro­

dloo~t.t1n" oc;uiiDent to pvon territor ies, the dr iver a will 'beoome tcu:dliar with t he i r 

root ted r""o and we oan puoh Di!;ht operot!ono. '!'his laat will bo • bl& job in Chino 

a. ' /On. prefers to oloep at Di&)lt 011d .,.... toor of n nturlnf> be:~<>r.4 tlle cit)> -.Ill 

o: c ~~ty. I t rill alto i.JrrolYo oo·n.truot1D5 roads around th••• walled oltiee •• tiM 

c:•a a1 w ciaaally lwtwct at . os altos U) a:'N s da•k• 
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- 2 - Clumpiat;, Chir.a, 
October 1 , 1939 

.:0 have already atarted a l'tH' dr1Tera lioenae and peraocnol ea.rd with 

f!'.c-~os u:d t'lnt;orpri.nta to prevent corruption and illicit tra.tnc in both pa~eentera 

a:;! !'ro!l;ht . 'i/o ho.vo undor '"•"J a na.tiona.l 11cone, with ttlo nU".C o!' tho province 

l.scu!r:r tho lioonso on oa.ch. one- fourth or tho a.nnuo.l toe to bo collected br the 

!ssti!r1• t J.o plAteo , tho noxt one- fourth etc., to be collected by tho province in vthich 

':.:.. t t ruck or Lua i a located, on tho duo da.to . Full r"'IOiprooity will result and aa all 

~ ... " c~llootot! \rl 11 bo uaed for hi (;lr;·.uy construction &n<l r..J..nunance, the:-e will bo 

c. ~JCc. t1~1c tor each :'rovir.co to !>rovido the beat and have the createst nucbcr or 

!.n ~rat.! on on duo dates . 

·~f" !-.1-h'r.Uy:t a r~ not nes.rl!>· as 'bad c I X!'ected .. tie had tar 1r0rae on the 

-:<:-t C~u.:.t ·r."l tt.ln the put twenty years.. T'rue they QI"C rou(;h, rolly and teu(,h on 

c.:;,·. ~ -.cnt. W'1 t l, aharp ourveG and c,radcs to t\orenty percent but evolution Md t.illle will 

1tro.! I"M on t heo out t.ft wo.s our oo.n co.se . '!'horc t.ro a&n,y Ion& •trotohoc that would 

;end+-, or tro.ctor-trG.ilcr operation, and this wo are plannin&• Other stretches •ro 

!r:p.,aiblc of opornt1on with any other than !r.1All oqulpmant but Jtore sturdy and 

.! th lo.rcor onrinoc thOJl at pro~cnt . Tio 111re clao loo1dnt; into the possibility of 

'cr:al t.rG:-...n.;~a to brid.zo strea,ps , lo-ving both truck• and busea to operate their 

t1~os o!' the river and tr~sferrinc ~nly oarco &nd paaaencers. 

Pl&n to haTo Van Patter take c""or all r.aintonN>Co cm=ene1n,s at l:lr!.eyen& 

.. c~o~r J , Andy will procood to U:toi aztd taiphonc, in f'rcmch l:ldo-Olir.a 'Ute ~~ date 

~ .. t:rcf.J: U·.at bottle- neck, and it possible ~t tho French Railway to Co::t,!t.8nco night 

<:~p:tr!l.tior.a to K\.aling . I will leave a.bout tho ecu::e date for Rangoon, Burma and 

ttt6""!? t to get thi ne• ota.rted . One bridge io out noar tho Burr:ta bor der a.rtd they are 

t ied up now oo don ' t know who.t protr ess to e xpoct but will do my best. 1•1orbr.en ore 

or. U.e Eur=o. route owine to the rspe.rse populG.tion, black wo.tor rover o.nd no.laria.. 

St:>utet1l:f twonty thousand Uvea r.as tho cost of the road, eueh as it is . L:&intenanc.e 

<:0 qro•"'""nt t.ro taldnt; ~ a!.milar toll . 'nle ho~t 1n that territory 1s hit;!> and 

17-e!d 'but Will be ~blo to •drlae core l'lllly at an early date . 
\ 
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- ~ - Chunt)d n,g, China, 
October 1, 1939 

lla•• 5o.,. into the recent pwoho.oo or tin hundred l19>t lloc!;oo and 1n 

c!hCl.lldon• with the Promier and laniater ot ll'ar a:DOD£1t othora, boliove steps will 

b• taken to atop the order, moro on this subject J&ond.ay ed Tueada.y. Personally, 

!t <&~<•• 11tt1t dtrtor onoo aa to the make ot truok, j ust ao lt 1a oubatontlal, 

}ID:lettlY built and a aeonblod, and parts are avalla.ble . Tho Cho~lots are also on­

tlrcly too 119>t, Olpoolt.lly front enda . Tho l'or do ato.nd up w oll but uoo too cuch 

·u an:l o1l, a.ncl. roquiro nore en&ine adjus:tz::tent. It wo only had so:te core sturdy 

e.:;! ~.!~or i)O"II'tr.d oq,u.ipaont? Pranlcly the blo.ne a ppear a to be with our own Goverm:.etzt, 

::.!st!q; en tho co:::pot1t1n bid ldoa and buyl.Lf: tho choopoat but not tho bert. 

":':'r1t~n; a lett-er is quite a t ask here and. 1 truet you will oxouse ::o it 

t:Js t~o.ra (tl ajolntod. r.o havo been interrupted ao troquontly by air raids - in 

r..t, thh 1o bo1n& wr1 tton at 12 noon, October 2, o.nd tho foregoing par&.gr t.ph lt.at 

mnl::,: at 10 P. ll. Tho mjor portion of tho t!J:lo botv.'Oon then o.nd ""'7 has boon opont 

1n blllckout porioda , dutout e or out in the hills . It 11 our eixth raid in tour oon-

aecutive dt.yl , 

r.u1 write more tully rot;o.rdin& tho Dod.,ll but perhaps a dt.y or two 

la~ •• tho&• raidl dienrpt all a.rrange=:enta . 

AI enr 

(Sir;nad) Jtaurice 
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.. C 0 P T 201..l 

Sept . 2f , 1939 

t..U J•ck: 

line week on the job and not blown up yet . Thia 11 oortainly tho diuioot plt,oo 

1,,.. rte.r been and doea it so• a lon& n.y ott UDt il next FoUTth ot Ju.l)r. 

At l!&urice wrote you. , •• ha•e been on tho nm since we lett Hons Kont; r...-ift"M 

ttt confUsi on at Haif'ong, saw all ot the .. titlea" in Hanoi inoludi~ the ~vernor 

.,.s rode t ho "Soonic Railro..t" to Klllllllill£ thru tho Juntlo and then tho 1:1oot be .. util'ul 

toJ"L•• and aountaine I '•• •••r aeen. 

the railroad 1• a joke insofar aa a •11te line• 11 concerned. ~eter gauge , ten 

to~ cus 8Jld little po~ locomotives. Then o&DO the road trip, believe me when I 

ny tt-.at they haTe done a beroio job with atone t.Dd eud. They haTe no a&Dd. or G:l&ll 

ero1hod pure liloAI •tone . Tho native otou 1o liloAI bonded \!ut ot oodkent&ry ori.t;i.D 

...S when it dioi ntetratoo ito juot llippoey lll.m,y clay IUl<1 thil 1o tho oturt they 

uu4 for water bonding the ~oadam typo or pavins. 

'' ' knew betoro •• lett that there wore aountaina here but we didn' t re&lite that 

i tt practically all mountaina , ftOunt&iu everluti ntly. You torture e. car 1.1p one 

c.Dd t here i n front or you is another. tvo have tried to f'itu.ro a tractor trailer 

operation in the K.-ill£, Chunking eootion but it loolco like about a totlll diatllnO& 

ot pou!bly not sore than two blmd.ro4 or 10 ail••· Tho eoutheaat we h.aY6 oot suneyK 

" ytt. 

Curing our trip I regret to ·~ that we w1tnosaed the reeult of twelve aocidontl 

tl:e first da.y . The aoooud dq we s.a.w aix inclucUn& one that juat occurred result-inc 

iz: tht d eath ot one 11&1\ and tho ae.rioua inJury ot two othor1 . The third d~ out •• 

uw only two turned over down the mountai.nlido. The fourth and titth I ju1t quit 

oou:ntif18; . \71th the exception ot a tn "over tho end" on tho I'Witohbt.oke they woro 

c.auaect by f r ont end tailurea , by thia I mean either tho brM.kage or the trent aprinc 

OD t.he r i£ht lido or t ho broakinc oft ot the 1thoel a piDdle &leo on the ri&ht aide • 

nda 11tuation 11 Very lerioue &nd all Of the 1h0p1 have j ust aft unboliiTabll DUDblr 

of uni t& waiting tor apindl ea, bodies a.nd opringa. Tho oaute tor all of this is tho 

ter ritio inerti a loadi nc; {on a lett hand turn) ot the ri&ht front corner. T:ho 

tra!tlo •• you. kDo• 11 lett h&DCl •• in D.&ro_pe . Therefore tho turn to tho lett(and 

beltn e mo they are ahort and eTen h.&irpina} bei nc o£ ao thort • radille, it throwl a 

1trdn upon the spring and spindle that certain makes of unitG a.ro not built for 

I.Dd 1.1\Y 1\lrther purcha1o of th.i a light oquipement 11 to invito death to t he dri"Yer 

&lid dtatrliction ot nluable property .. 

'tho Dodc a unit While porforlllint q\lito well othonrioo 1o too weak on th• for­

nrd axle and the froht april~~; I are juat 10 much matchwood. Thia oompa:ay m\llt do 

so::tt hizlg and clo it quickly or their 1011 of taoe i a inevitable. The ChoVToletl 

ot eou.rte are out of q"'ea-t-ion, they do r.ot fit in Alf1 aonee of the wo~:d . The 11h1tea 

hn o done a. beautiful job end a.ro proport1on&tely longer in aenioe than t.nY other 

t ruok. Their front end• aro heavy enou.&h "to stand the satt" .nd while they are 

ha~t~ .. terrible tt.. c•tttas p1atona, plDa and r1ngl for these UDita, thore 11 

lit tlt ohe to take th• out ot 1errlce &DIS they nm th- until they Ju•t J>UI:IP out 

all or their oil . Tho mechanical setup 11 quite terrible, adain1tt rat ion 1a all 

r 1&ht. in a aonae, but the meohan.ioa are just awtul. 
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le !:&•• teen ceet1-D.t; ••ory d~ ia. oontereDC-e with the WJ.nlater ot Cott!Unioat.ion and 

or tht lict JarJ.atera aDd Direot.ora and. are tol'I1Ulat1.n& a new plu or operatiou. we 

prol>&bly nave ~uooood nave boon royally treato<l t.nd toto<l noo.rly """"' nl."'t 10 

time to write letters baa boon quito out of tho question except on SUnd'Y l ast 

Jtcnrovor, today we had 1'1ffen with our A:lbaesador and hie retinue . We have a 

t»t !a tor C~~. which also contain.o OUT offiooo t.nd olorioal 

co.apoundl f'roa the IUnlater'• bou where we hold. our contereuoee 4&11.)'. Our 

it looat·ed a abort diata.noa a.~ in tho compoUild of the Vioe IUnietor or Econ­

It 11 one of tho boot in Ch""'killg , 1 undcrstll\d , 

(lr.ll' r.ost and hoateea , Xr . and Mra . Pranoot Pan ha•• dono eve.ryth1Dg to aake ua 

anc! we are qu 1 to happy • • thi.D&e &o, ao tar .,~ troa heal . 

C)lina, Jock, ia o!.mply awfUl, You Cl.l!Jlot in your wildoot droama i.Ju.61no the tilth, 

dirt, t ho amell& , tho poor dovile that deop in the mud ot tho gutter , tho l abor they 

lth their hodiee you would not inflict on a horse . In f act they don't treat horaea 

t~t!' do mon beeaute a. horae reproaenta a.n ln•eriment and life 1 .. ao cheap -here . 

Utoutht of leav1~ the c011pouncl lt one of dread and when you return ;rou want 

OYt-rythi..ng you have on. The meticulous care you t ,ake w1 th evt~rythlns you 

or eat aoon beoomot a habit and oven ool4 water 1• aomething to auapeot. 

J.bt upP-Or olasset ot whieh not many T81!'.&1n in Chungld,ns ere nearly all in t ovorn­

-.ork i.nd aeriousl7 do their leTel te.et to brin& thi1 war to a viotorioua conclu­

dte t1ftlct~lty in getting a ction is beoauae too cuoh oonteren.oe is required to 

any mattor • 

.. e 1-:.opo to stes.mrollor tho fi r st part of our progru thru in tho next throe or 

:ay: t<..ed then -.k:o a daeh to tho northwott territory to look that o.-er. Then re­

ror aoother week of' conterencet on that d1Ylaion. Thon eol:as the Burat. hi~ 

operation , now cloaod by a washout, with tome four hundred new trucks the other aide 

the m•h waiting to get thru. 

those truok.a ero Pooahing' a, which is another worry tor poor lb-. Chen. Thoro ere 

..,. thlo,;a to ""ntion, but other than to toll you or tho locally built (l!aitong) 

a.r:d caba I must paea the other• on u.nt 11 next SUndq . 

The bod1 u and Cllba built at H.aifong are atrociti4:te . You never eaw auch junk i n 

life . Uuilt of g.reon wood by little boy• who plf.,etcr mud in the oraoka ;to oover 

and Who oound the ceta.l work out of tin ca.na . When the trucks arriTe at 

lb!'""'"' or Chungking they ""ct bo rebuilt before thoy oan be uoo<l . I don't beli"'o 

l ook1r-t into the ooet or export cabs , that they •••• a cent in thia YaY• 

In cloaSng t his ramble 1 wish to reolnd you that a protest againat unsuitllble 

<nd bodieo would be a favor to tho people or China and eapco1ally to thooe who 

operete the.. which 101-•t bo OUT co::ni .. 1on, who lcnowof Call Ray lfiblo IJII! toll 
' • .... th 
·'11 wrlte aa aoon a.a we &et a oha.noe to o.atch a second bz:ea • 

Your• tinoerely , 

(oipo<l) Androw Bo.ad 
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c 0 p y :o2 
September 20 , 19~9 

~...,. tr . Xeathlnt 

h arr!n d in Cbu~ld~ on Sept. 16 in apit e or one 4~ d el~ on Woke, seTon 
"Y' on Gu.., ~cn<l t our 4 ~· in l!an!.lla. We were ao\ in l!o"'l<o~ by 11r . Fr-enoia Pen 
qf tf.t t.1n.iltry of Communication and Mr. E. M. i a.n who aana.see the China travel 
aerd u . Vur treatment hat been of royal nature i .n ••cry retpeot . Our stope wore 
~· pltu&nt a.nd our travel very com..fortt.ble. We tlew rrom Xong Kong to Hanoi; 

/ 

took • train f rom that oity to K\UIIIIing end on to Chungki"' by oAr , While at Rt.noi 
we d.rove at ltairhong, a port of ent ry for auppl1ea &nd ml.do t.n inapeotion of their 
wty tntl ouombl y thop as well as checking on the o.mount of aup1•lioa stored WtLitin& 
('or tra.nepor tat ion . We mot several Chineae goverment -.ployeet who a.re tryinr, to 
'"P tJtin,· s on t~o moYo . At that tiloo the Franoh had ovocy th! ng tied up by an ~r;o 
e•v!ed b,v tho war in Eu.r opo . lit- . Sheaha.n called on t he CoYtrnor who promiaed action 
J:l r~•tnc tho emba.reo. I underatal:d that aupplioa and truck• are now moving int.o 
Cc!oa rr= that port. 

Si::ce our e..rr i Yal i n Chw:~.gki..n& the u niater or Coanunio.atlon, Mr. Chang Kia 
¥ au ua;:: hh aWt have ha4 ua e.t daily o onterenoea to l~ t he &roUDdwork r or a bott.r 
:rouportst!on l )'l t oa. Only between forty an<! tifly percent or their oqu!pr:ent 1a 
oD t.ne road . Shorta.&• ot perta is one big factor 1.1 wel l 1.1 poor cainte:nance alon& 
'lith u.ny acolclenta . St opa aro being taken to aotu.p a c ent ral at.or ea ror aupplyin& 
~rn t.O the Y&ri oua ahopa and ga.ra.ges. which I am auro wi l l be the ancwer to thia 
t roblta atte it aterta t o function. It wil l take aome time due to the t&ct that 
practically all puta have to come from eithe r United Stat oe, Rueda o r Franco . Part 
of thei r ~hop t quipnent purohate<i in the Stat es ha.vo arrived and. 11 bei ng used to 
a.n!:e extent 1n Kuming, KWoiyang , Chun&king and Ba.nohow •• tho pre sent major pointe , 
due to fr equent bombings in t hese cit ies with t he oxooption of Le.nohow. Ita not 
prnet.teal t: hnvo too large a shop 'fl'itb all t heir oqui rnont in ono place . A t:hop 
and the light ph.nt in lbfeiya.ng was bombed e. ehort timo botoro our a.rriva.l . However, 
fD SDitl or t h OIO ht.ndiCO.pl I knOW th&t WC!I a.ro go i ng tO b 0 abl e to holp them improve 
corA!tione in al l of their truck transportation depa.rtmont1 . lt1 obvious that thoy 
hlve been uai n& hit and miss maintenance methode a nd a.ro ve ry much in nood of' illlprovod 
tuperdaion i n the i r ahops and garages . I might add tht.t the auperrlaic n ie handi­
r&.tped by not havlnc trUned and experienced meohl.nioa but in duo timo I am sure muoh 
h:provez.ent rll l bo ahown. 

Z'hey h'•• boon hav i .Dg *" lot of trouble with the r i cht tront apirdlec bret.Jd..nc on 
;!::e Lodi'ea and I wldorat&nd t.hat <tuito a ff¥W aorioua a octdo.uta have bee:n caused by 
thit tereot. Al t o ~ b roken front aprin&l and bent tl'"ont axlea . iie h&Te boeD. 
'Oil'".I.He to f ind out bow man;y are tied up tor t hl a r oaaon but 1 • aure ita quite a larce 
~r .. 0..1111& fl{'f i doaa on the amount the.t waa don.e i n their ahopa, between 1\U'IOlD£ 
uC Chtmgkinc, the only road we have ooYered . Tho tront ond on thoae Do~es e.ro 
too 1 i,&ht tor tho a nero condi tiona they have to operate under . The road ha.a hundreds 
ot r.&ir pi n tur o.a with t;radoa a.s muoh as twC!Inty poroo.at. To &ive you a.n idea of these 
tur oa , a. t ruck with =oro the.n 165 inoh whoolba.ao would have to ba.ck up and Jr.&nuevor 
around mAJ'l¥ or t hem. Evon tho ahorteat ae»i a.nd trnotor coul d oot operate over about 
one ht.U of the hi~hwaye between here and Kunmi~ until euoh a time that tho turns 
a.rt lenc thenod to a reaaona.blo dog.roe. Tho mountain J"&ngoa thit pe.rticule.r highvra)' 
runa tluoout.h are worae than our Eastern r~oa in Ponnaylvoni a a.nd lfC\T York • 

• he Chevrolet 11 too light in every roapoot for thi a operation. In tact maqy 
tre tied up with broken rramee cylinder hea.da and other meoha.n1cal ta.ilures . I 
Will J::eDtioo here t hat the Do~o radiator• a.nd &rille are another notice&ble failure. 
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~ Tot llbitot •- to H opera1>11011 -•• o~t1ointl;r, 'tNt ot ooW"to t.hq are a 

ntr ,mt with ........ bio 1lMih p1otoJO 41oplao-. -.ti"' - a -r· practioal !:t to oporato. 'llhoro •• b&•o - •• ...,. ~ .. 1Dt-t1oll&l tr..oka oro boil~!; """• whioh 
0 !oioA 11 a aiot&ka buo4 OD tho hot that tho 1Dtonat1oll&l h ouior to 

~. 11poolall¥ with bopori-o4 ...... ,., .. ouob u t.hq bon. JJq -ol aollor 
,.., t.bt IHO wolllcl be too ll&)lt. fbe7 ban a OMc at ... ~ that'• ,...or - uoo4. 
1M .,tor 1a too .all. 'l'h.y ol&ia to hi•• tr1o4 it a t .. tiMe but ooulcl not &•t it "P 
~· ,..,.tolnl without help . I DOto4 it wao built with u Olclaobilo t;ype .otor, 

• ohort tilfto botoro &lid oinoo •= arrhol tho cSa.Y• and Di&hto ban been nry 
cloudy, whloh 11 tho boot ldJld ot weather clue to tho taot that wbon it h oloar tho 
Jopl drop bombo do.ily on tome part ot tho oity, We ban a Dioo ool1cl cl"'out at our 
conttnltnot 10 oro loolcin& torwarcl to tho firot oloor cl~ o r n!&)lt, Tho oity h pro­
t•ct.4 with an t.la.na qat• IO that ft'etyone baa plenty ot tiM to ~·t UDder coYer. 
!heir o!r detenu h illproYIJO& &loo, ..tin& 1 t auoh oat or hero than one ai&)lt thil>k 
It 10 \lld bel . 

1 hope 'IIlii futuro wri tin&• will &1•• you a bettor piotiU"o ot tho oonditiono &lid 
probleas that oontrout u.a here in Chin&. 

I alto hopo enrythl"' 1a well with you &lid youro. 

,-

• 
• 
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• TREASURY DEPARTMEN~:.-::-u-- :07 

~:: c ~ E T UNITED STATU COAST GUARD 

,.,,DO<>ARTIOI FOR 'niE PI!RSOIIAL WASHINGTOH 
ATTENTION 0~ TPE 
SECRETARY 

October 20, l9S9. 

Frcru Spagent, Shanghai, China. 
To 1 Secretary of tho Treuury, 

lleseaga 1'ra:l llr. Nicholson. 

T. v. Soong presents b1a eonpls....,ta to 

President Rooseval t and Secretary llorsont.Mu and ap­

preciates and tbanlcs them for their tria~ message 

of October lath. 
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p AJIA1'RIU.B or m 1!111 ax 1!111! 

TOI AJ&er1oan bbaaey, Rio de Janeiro, Brazil 

DATE: Oo~ober eo, 1939, noon 

No.: eoe 

Your t elegram No. 370 ot October 18 bae been rece1Ted. 

You are requested to ref er to our telegram to you 

dated Ootober 17, No. 207; kindly obtain contiraat1on troa 

the Bradlian OoTer 1111ent and a4T1ae ua, 

El:LW 

HULL 
{Hf) 

Regraded Unclassified



Oeto'ber 20. 

r:o : ~e Seeret6l'Y 

:ron: ~r . HAnel 

I ha4 aaktd 'i'o:a Korean to eo<:e to ooo :you, end olneo l:.e arriTed thlo 
"Ornl!ll; 4uriDG ;rour abooneo I telko4 vlth hla .at le~th eonco~ tho 
Chh:ete ays at' an mnnnf•c+ur' ng at t-uaUon. The Intercont1nant CoepAJ11' vu 

~c,.,ed about 10 yeo.rs "lll by tho !lorth Amerlcnn Avl&tlon Co:apany, vhlch 

o"Gned 1t at thnt t i me. for the purpose of extending Acor1ca.n aTiatlon 
lrs.nsportntion in forelgn countries. The Intercontinont Compnn,y obtained 
r:. !rnnc..~i ae from the Chineae Oovenmont. vor~ at that tl•e thro\1f')t 

: . V. SOOD,C And his croup. 1i.ben the Uorth ADeriean .&.Yl&tlon Co~ we& 

l1stol.,.e4. due to the eancellat1on of a.lr IIAil contract• ••••ral yean 
11~. the l c tercontinent Coapan,y p&e$ed t'ro::2. control of that Co:::lp6nJ' to t.he 

Sper ry Gyroocope Co:>pnny, end the stock of Spori"'J vas 411trlbuto4 to tho 
t tocY..hold.orc of Korth Americ41l Aviation Compt\DY• 

A short while oeo the Sperry Gyroocopo Company aol4 tho Intorcontlnent 

:o~.:.JlY to " u oup he:lded 'by a aa.n !1t!.:!-ed Pawley. Mr . Pavle7 la nov operatlft6 
t.:..e !ntercon.tlnent Coapall1, GAd c.s.rt'7'lD£ on vtth the Cblneae ~ vhlch 

h: entirely ovned by tl:e Cbioeae OoTel'tl!!ent. ~e Intercontlnent Co~ 

"'.u been 1o.rcol7 a. st:lea Mel ~e::1ent enterpriae,getttnc 5~ co::ntaeion 
on ~1 purchaeea mnda on behalf ot t he Chln.ose coopeny. Intoreonttnent hae 

n se.le• tl(loncy for tho Ourtlu-Wrlght, Douclaa r.nd VUltoe planea , and I 
W'l!erc~o.nd rroCI Hr. !lorsNI that Ul)"to-dato they hc.vo aold about $20 million 

•>r<'. or equlp=ent ln China. 

':be tactoey. ftrat built near~. vc.a later DOY.-4 t o Zankov, 
uul who.~ tho Japo got W.;r vlth bol:lbs vaa !lnall:/ oo•ed to the l!uno.a border. 
~e ~o~ea Comp~ hna now aold out lts lnteroat in tntercontlaent. ltAYlftC 
Curtlsa-Vright the only aTiatlon coapany holdi~ e stock I nterest in lt. 
The preaont working nrranaoment betveen tntorcontlnent nn4 the Chineee 
Gover=ont Ia that all 104hrlala gol~ Into the fMtor;r must bo APO'lcan 
::::<lo: nll plene 4osl(ll1a must be .APorlean: Amor lcllDJI vlll turnhh nll tho 
~Nonnol {to be pUd for b;y tho Chlno10~ ~e fMtoey, lncluc!.lng aachlner;r 

nne!. tools, Ia ontlralJ' undor .&:orlccn -e:aent, a:>d title 1o n oted vl\b 
!:erlcnna until the Chlnooo hn•o paid for lt. f"oe tl:ae ll:alt for tbia pq­

~~nt l a fiYt yeare . 

'lbo pla:>o nov boi11Q built ln tho fMtorr I a a tnlnlr~ obip. l!cvenr, 

they 4c aauable oomo planeo.(llllich Mr. Mcraan tbil!d nro ... uy I'Ulteu) 
f rc:a ,..,.h built In thlo countr;r and. ohlppoc!. abro&c!.. 'l'bo;y 4c all tho repair 

... rk on pl&eea DOV in China. llr. llorpzl thiAU the;y bnU C&patlt7 to proiluCO 

about 50 planea per 7enr. l 
l'.r. Kor~:an will be back In Yaahi~ton nut veek. at vblch tlco he will 

be a•allAblo lf ;rou want fur ther lnfo"'"'tlon. 

J m-:tf.-. 
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TO 

TREASURY DEPARTMENT " 10 .t_ _ 

INTER OFI'ICE COMMUNICAT10N 

DATO October 20, 19J9 

Secretary Norcont~ 

,,,,,.. llr. Coo.hr&ll 

'l.'lw roro1cn ·~~loot ronMd ito qo.lot troD4 to4q, Storll.JIC 
tl•ctua~ed botnon 4.00..1/2 aD4 4.00..J/4 up to the oarlT ofto11>0o11 , when 

,. .. co-rc1ol 4olla)14 oppoaro<l 111 t.be 11181'1oot, !he rate then oAY&DCo<l to 
~.01, oc4 roma1M4 tl»ro for the bal&IICo of the dq, 

VUh roopeot to otor~, the bat>b roporto<l thlo .. nUnc that \bq ha4 

110\ roeo1n4 8JZT or<loro to operate 1J1 that CllJ'r'ODC7• !he aYa1lal>lo -IT of 

oterl1og cc:>l."C 1nto the 10&1'1oot 1o 41.a11ll.ohl.JIC, oD4 thero aro two probable 
reo•••• for th1 o o1 tuatiorll (1) the offorto of t.be Br1tioh to 'bu114 up their 
1ct.l'ol:mp1ro troAo, vh1ch rooul~o 1n the ooUleMnt of traDoacUono in otorll"C, 

tAd therefore 4ooo not roqo.lro foroiiPl oDlholl&e oporationo, oD4 (2) the f act 
ll>at tho Br1 t1oh aro oD4o,.TOr1"C to haTO tl»ir u portoro 1DYo1co tho1r ohi~ 
atDh i n eurre.DC-1•• other thaD at.erllA&:• 

&opor ti"C bat>b 1n :rev Torlt oD4 the l'o<loral llaoorn :S&Dlt roporto<l ~oo 
totol1og :1.}04, 000, fro• tho follovi"C ooureoo1 

B7 commerolal conoeru. •••••••• •••• . . ..• .. ..•••••••••••••••••••••• ~ 278,000 
B1 toreicn b&Dka (~pe) •• • •• •• • • •• • ••• ... ••••• • •• . • •.... ..• •..• ~ 57,000 

!otal iO 335,000 

'l.'lw bOillto aloo roporto<l thot the :Sri Uoh Control pnrchaoo<l otorlin& AJOOUDt1DC 

to U9,000, at tl» off1eial rato of 4.02. 

!he J'o<loral llaoono B&Dlt ool4 2 ,000,000 Moo franco in the aarloot for the 

oceouct of tl» IJatioDal :S&Dlt of ~.. !bio aolo vao co11...-.to<l a t . 2242 oD4 
at the t!Jue,i t hoA a olisllt <l.tprooa1116 effect 011 tho rato for llwioo frOilCO• 

There voro olllJ' noaiDal •hO!lco• 1.11 the r a too for tbo o ther lla.ropoan ODrrODcioo, 
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Gold •&luod at $10,000,000 M4 $16, 000 WNI oold b;y tho llllllk of l'ro.nco and 

the !enk of tho 1!4publ1c, Colombia , reopocUnlr , tro10 t heir oarmorked go14 

n.ccoWth • 

~ ... !'odtr&l Reoone B~.Dk 1atormod uo that thor had. DOt rocohod ""7 .-.porto 

,r ,;olo sh1pauto to t hb countr)', 

KaTir~ no t iced from our otat1ot1co that the dollar b&lencoo of the Bank ot 

sweden with tho Fodor&l Reaone BIIDk of !lew York haYe decl1nod b;y $)0, 000,000 

tnt post five wooko, I 1DqU1rod into thh lllt'.tter when t&lkiDG witb Mr. Knoke by 

,.lnhone t h1o Afternoon. He ocld thnt theoo withdraw&lo had DOt been cs.de for 

~.e .. UZ])O&e ot invoatt:..ents throuch other banlc:a in t.:ev York on the part of the 

~ of SVedea.. In preTioua reporta I haTe inlon~f!d. the Sec1"etu:v of the d.edre 
>r Gonrru>r Rootb to get " 11 ttlo ro~n fro a blo boldlJl€& on W. cuket boc01110 

ol t ho r.eM)' •"!len•• he bu incurred in oblppiDC gold to tho United Sta tu llDd 

in keeping ao 1N'£G a part or hh reserve• in u.nprod.uetive dollue . Mr. Knoke 

uc~rtltined from Hew York bll.llka that t he recent wlthd.rawala in queetion haTe been 

Lo .,..rovide fund• with cocnercial bM.ka i n llev York for pr1Tate &nd co~~~merclel 

~i&h banka , vhicb for~erly ha4 important aterl1ng credlta AD4 nov prefer to 
ulablhh dollar crodi h , Tbuo tbo tuncio wh1cb are withdrawn !ro:a tho l!Mlc o! 

Sn4en occount wi th the :!'odoral do not "!>.PO&r In ito ....,. with tho llew York 

bW• to vhlch tber ore coTed, but are r.ctu.all.T tran•terrecl t.o the accOUDb of 
the Svedish priYato u.d co=ercl&l banks, 'lllo !low York bllftko haYo been pleaood 

to have thh lutcrvention by tbe BMk of Sweden. Thia 1a tbe tlrat erl4enee ot 

trM•!er of forole;n benldll8 bllalncoo f rom the Lon4on to tho !low York marlcot 
vhlc.h has come to our attention, Md ~provo to be the forerunner of an 
bcreaecl a.aount of cueh bu81neaa . 
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CHINESE EMBASSY .:..12 
WASHINGTON 

octobsr 20, 1939 

II)' dear Ill'. seoreta.ry: 

It g1 't'ea •• great pleaeure to inform you that 

the surgeon General of the pUblic Health ser•ioe baa 

d.eoid.ed. to een4 a Kiaeion conaieting of senior Surgeon 

L. L. Williame, Jr., Surgeon Hir .. J. Bueh, and Special 

Expert Bruce Kayne to Sou thweetern Ohina and Surma to 

aurvey for a period. of three monthe the epidemic d1aeaeee 

in area a tra•eraed by the new China-aama Highway, to deter­

mine the nature of the d.leeaeee, to • ate a•ailable to the 

Ohineee Hea lth autboritiee the reeulte of their eur•er 

and etudy and to adYiee theee autboritiee ae to •etbode 

and meaeuree for euppreeaion and oontrol of the dieeaeee; 

and that all thre e $1rgeone would depart from San 

Franoi eoo , October 20, 1939. and expect to arl.a 1n 

Rangoon about December 1. 

I cannot adequately tbanlt you tor your deep 

intereet in tbie •atter , which ie culminated in the 

deapatcb of the Willi .. a' Kieelon to China. 

Honorable Henry Kcrgentbau, Jr. , 

Secretary of the t r ea lllll'J 

• 

I tate 
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I take thh opportunity to tranNilt to you the 

following .. aaage u'llder date ot OOtober ll!th eigr~ed by 

the )linllter ot ?OreiSJ!. .Utaire: 

•Ohineee Government deeply appreciate kindneae of 
Public Health ser•toe in eendinp; t eohnioal mhaion 
to eouthweetern China and Burma for aur•eJ epidemic 
diaeaeee . Their collaboration wt th Ohineee authori­
tiee and experte will yield 1mmenae benefit not 
only to local inhabitante but to humanity in general. 
111aeion may reet assured that all due protection a'lld 
poeeible fac111tiee will be extended to thea during 
their tra•el and performance of their wort.• 

I ha•e already aent a copy o! the abo•e cable 

menage to l))ctore 111111ame, 9.18h and llayne on the •1•1 
preaident Coolidge. 

A copy of a note from the secretary of State 

dated october 12th 1a enclosed tor your perusal. 

I am, my dear llr. secretar y, 

Sino erely your a, 

lnoloeure: 
Oooy ot note from 
Secretary of State. 

a 
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Department or S t ate 
w .. bi1111ton 

October 12, 1939 

With f urt her refer ence t o your nota or Ausuet 1& 

an~ to the De.l)artmont ' • reply of AUsuat 21 in r oifard t o 

tho hove of the Chineoa OoYornmont that the Alllor i oan 

Government may be prepared t o portioiJ)eta ond t o aeaiat 

In a oemp&illn or aurYey and control of •Kalianant 

Kolor t n• in the Pro•ineee or Yunnan, Kwanaa i and 

!Cirelohow, I taka Pleasure in i nformi n11 you o! t ho 

receipt or a oolllmllnieation under date l•otober 9 from 

tho AdMinistrator of the ~ederal Security Aienoy 

which r aado in J)art ae f ollow•• 

"I duir a to inform you that the Surifeon 

Ge neral o! the Public Health Sar Yioe will eona 

a mieoion, oone1et1ni or Senior Surlfaon L. L. 

'lilliamo, Jr., Surifeon Hirom J . :Suah, ond S·o)tloial 

Ex;a rt Bruoe Kayne , to oouthwaotern China and to 

Bur-. t o auryay epid.aio diaaaoee in areae traYeraed 

by the new China-Bur- hiahway, w1 t h opeo tal 

ro!er anoe to t he J)oaaibility or their tranomiaeion 

by way or thie new hi&hwiiY t o area• Where they 

will beooms a manaoa to the United States. The 

OOIICUaion U eapeoiall.)' aaleotad t o authoritatively 

dataraine whether the dieeaoa preeentl7 reported ae 

apidamio in thaae oreae ia in fact malianant 

malaria and whe t her ochar danaaroua a.l)ida•io di-

aaaaaa az ia t t har aia. 

"Wbil a on thia miaa i on, i t ia ex. eot ed t hat 

Bh :&xoallanoy 

Dr. Jlu Shibt 

Chine .. Aabaaaador. 

theae 
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tu .. .nu .. wUl -~~ ill ... •••..-•"• wull · 

...... u.J.tll .-.us.o ... ,_., •• ClklM .. 

lena at wUl _. nat:LU~ fadlUS.a ot tuu 

., ., la u.. up- 1a nt.ll tu ,,._., Will •• 

..... , .. , iMlaU .. lellol'atoi'J' t .. tuu .. wlluo 

tU, aiet, •• alH tu\ \Ito Olllnuo Qon~at 

will .-to ayailalllo ia Olllna iat orprotoro faaillar 

lion wi\11 :lacl.iolt. ... wl\b looall.T opoken lane-coo 

"111Uo wodUq la ooapol'aUoa wttb cn.u ... 
lt.aaltb •tlloi'1U .. , tbo offlouo of tb.lo aioaioa 

wlU .-to a.a~lllo t o t h• \bo roftlto of tboil' 

OIII'Yt!J' 1184 -. otMI' lllto ... uaa rolaUn t o tM 

dlaouo OOMlUou .. ,. .... OWd)' wllloh alelt.t bo 

I. of ftluo. !hoy will alao adYioo •• t o aetbodo 

and .. aouroo f ol' --..raooloa aad ooatrol of t hooo 

dheaooo, 

"All tlt.roo offloero will depart troa Baa 

h-lHo Oo toliOI' _, ltlt, . .. Olqloo\ t o arrha 

la ~- poat -...-. 10\. nolr ordan uo 

,.. .. , .. , .. a poa a po r i" of t bl'oo antba dn ot .. 

\ 0 N\aal. Ol&l'ftlr, 0 

Cia \lllo aa....-loa tu\ ''- Jll'OJOO .. ao\h1Uoa at 

tblo 11looioa an 1a ooatol'lliv wi* no ... ar .. at tu 

Cllabuo .... .._,, 1 woal.d 1'-.aoo\ •• llollalf of tllo 

.... , at U.. 111 .. 1 .. tllo oatnUoa t o thn lilr •• 

Cllaiaooo •tlloi'Uloa .. , •al.T ot tllo f aoiUUu oJOolfioall.T • ••u_. aM?o llat .uo nell .. _.1' .. ea,.... _. -,n-

'""• aa .. tutaa. tiMU WNtleaUoM ... 
....... .., Jl'aYUo tn ••u aotov 1184 ... 11-llolnc. 

Ia tb.la 

215 
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Ia \Ilia ••-•tiaa I ~ ••• tut •o•ie• of J'Mr 

aoh of &epta.)er 141 •• of \be ••loourtt \UI'e\t 

ill repd to Dl.llll-Iul. ftpgw Jt. MU-1 •1e£1t 

~a nm .. , '"'"'' llan hft btulllu .. h \lla 

Ualted ' ' '''' ,.bllt ••llltll ••~1••• 
Aooopt, :lll:ttUtiiOJ', \llt -. .. Mill~" of .., 

hilhtot oo•l••ratloa. 
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o.talar ll, 1 .... 

......... 'd 3 • ., 

__ _, ..... ,_7_1 .. -fiiDatt ... 

~-~ .......................... .. 
.... oar a1 fll u. ..nu ~til _.. le - • ua _ .. CM-.-Jllllpe ..... __ ... .....,_ __ 

.. ~ \e .. fll IIWo1 ~- Ia tllil I I 1\la. 

J al• - l1aA \e ...,. a ..., fll till -'11 -• 'llr till 
IIlah- fll ,_._ Alt.U.. - till t••- ,..,._ ,_ 'llr 
........ \ar7 ., . ..... 

WlUl ... ,., - ...... 

• ..... , ... a , ,,.ar. 
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,.,_ ........ ...... 
- ,.,.. .., .... t.r 7- le" ... till Oo- :l)tlo. 

1 ,. Ulld>._ \o ......, \ba\ V.. IUaaloa _, llr V.. 
-.... - r-1 till V.. l'llllllo ... U b s.rftae te - oa lb 
w:t \o ~ aa4 l bape tbd U. lloo\an 1a ~Uca ­
'be allla \o 'be till .-1 ..nee 1a tblo -u-. 

1 Aleo,... lllal \o""'" a cow oil \he 11a'bla _, llr U. 
IUalo- ot 1oNlp .lltalrot 11114 \ ho te"•r wrU\ee 701l llr 
\ ho seore\AI'J of S\4\o, 

,._.,.lelklbUI. 
GhlM• .-......a.. 
Ohl Ill lla-.rt 
:1001 lltM'-\h S'""• 
lluhi.JI&\on• D. c, n'l'i!'/ d'bo 

• 

_19 
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Oo t ober 20 , 19;)9 

2109 troa lenned). Long talk with Ph11ipa,eto., 
and got tentat1ve l ist ot American aeour1t1ea 
readily ealeable. British believe their beat 
1nteretta would be aerTed by dealing thru Morgan. 
Atka apeoitio questions (1) Poesible to make loen 
on theae aeouritiea? (2) wante to be adYieed it 
you have anything turther to say about their pro­
cedure or method ot sale. 

(Tbla 11 tiled with ot her pertiOent cables aa ot 
10/24/;)9 , date they were shown t o Preaident. ) 
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TREASURY DEPARTMENT 

oT•IGCO' 

.~ .. .,..;;., '"'"'"' '""''"" 
ltoPoCA 
w 
REPORT FOR SECRETARY IIOROENTH.\0 1 

WASHINGTON 

Ootober 20, 19&9. 

DuriAC the wet tuded Ootober 20, 1939, 110 aew reque ete tor 
acre .. ute \mder the Viuon-tr .... l l .lot " r' reoe1•ec1. 

ID re&arcS to oloei.DI qre..-rrta 11hicb b.t.TI been r~ue.t.-cl, 
the tollowi11C appli .. , 

ll:r. teller, atto~, telephoa.d troa Rartto:rd , Co"DDeotlcu.t, 
that they u..-. ·-· aiaor ditternotl which tb~ dtllrl to propo• • 
and 4110UII, tor incorporation 1a. the propo1ed olotlQC &&re•ent 
and a oonterenoe n a a.rran&ed for 10 o'ol ook A. )(,, Monday, 
Ootober 25, 1959 , 

Conoo114ated Airorott Corporation 

Oo the otternoon ot llowl.ay, Ootober 15, 1959, !lr, Haneo dh­
ouet td tbe oaae with Meeara. Foley, lenobel , SUl liT&n, Appel &Ad 
laclea. 

The tmta ti'Yt cLra.tt ot propoaed a&r·e ... at •• dell•erK to 
the oontraotor ' a looal repreea.t a t1"'• )U. W. lbaille r , on the 
l at. a.ttera.ooa. ot Mo~. Ootober US, 1939. ID the torenooA ot 
the urt de,y, lle lhailler .... d.,., and RelliDc WDt oYer the 
propooed ac••-nt wit h h1a expl~ the propoeltion. llotbiDc 
fUrther baa been heard t r oa tbla e.••· 

••• Mttera d..,.eloped •• tollowa • 

Lelaad- Gittord C~1 WOroeat er, Maii&OhUIItt l• 

St.&nl •y B. Dowd, u.le• JM.D&g•r• ollled •••kl.DC b1to~tion 
rel&t1TI to Pr••• R•l•• •• 18-?9 with a T1•• to tiltD' a requeet 
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tor a oloo1•& av--t nopeot~ opeo1al t aoUitho roqldro4 
for thO porfO ....... I Of llq>OOto4 1\lboOIItr&Otl for tbo &ri.JI4~ 
or or&Dlt obatto tor drpllll<l •11111111. Be h to oootaot tbe liar 
n.part:lleut in r•&ar<l to oert1t1o&t1on. Ho proai111 w.re Mde 
•• to the frea.wr,y'a aotion . 

Thtr·• were DO other tru-.otiont 1u r•c•r4 to oloa1q acrM­
... ta uocler the V111eo..,.-rr-ll .lot . 

::22 
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laM..,..... •• e1 ........ , ~r 11, 1... Ia tiM twaaa• el '--... -·-nw-._-a.u.c--"" 
•r•1•nt ..,,.. ' • .._ ..._ -r'e'ef·l•• ,...,,au •. e.tt'• 

tw 'W' lloao - -..t ,._ *• ••• 

_ _..., .... 1.11 .. tel~• 

~·a ............... ta .. . 

fts ,., I. ..... .a.. I•• oell .. II t ... ~-·-
rolo.aft .. Pftoo Woo• .,._,. Ill til a .S.w '- tuillc a ........ 

4hp' ,., trr ' uh•ro 
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.ua:RIC.&ll CO!iS1JLI.D 

TWUl&lli'U, Chl.,., Oct ober 20 , 1939 . 

Subject: Tranoportation o! War Matorl&lo. 

Tho Honorable 

Sir: 

Tho Socr•t...-;< of State, 
Waohln&ton. 

I have the honor to at•te that tor the paat montb 
Tory llttlo ln tho way of oilitary oupplloo hao entered 
ChlM tbro\16h Y\UUlal1. Beuy ralno In tho l&Uer part 
of Septe:aber reduced trat·ttc on the lhtrr.a road to a 
T01'1 ol!Jbt ~unt and cau•ed such oeriou. l&D4olldeo 
on tho T~Indocbl.na Rallw.y tbnt &Ood• tratflc bno 
ent1re l.7 etopped. .A. vrecl': o.n the rallnrt on Septe::.'ber 2) 
alto contributed to the 41argpt1on o! traffic. l ven 
pataenger t raffic on the railYBJ 1• atopp44 at the Dreaent 
tlrA but will co~nce on a reduced ec•l• on October 22 . 
It m&i' bo a month before goode traffic on tho rollWO¥ ~ 
be reOUJOod. lloth paoaeoger and &Ood• traffic on the 
lh.Lrlll4 bipv~ have been ree\Ull.ed aa f &r AI Sielcvan from 
Yunlltlnf'u , and tbro~ traffic to llurma will be reou::~ed 
within a dar or t wo . Stocks of war mat erial• at 
YwuiAl\t\1 N"l believed t o be yery lov . Trfl.ffic froiD 
Yunr~ to Kwelchow wa. not int&rrupted b7 the raina 
ao acC\UD\ll.at•d atocks were readil7 moved. luforcatlon 
obtatne4 tram a racent tra~eler over the hi&bv&T betveen 
In4och1n& and C~Nn;;ld~~& via K-•i e.nd Kvo1chov 1o to 
tho effect t bnt traffic is aovlog 4oop1 to t he daily 
ra14a on t ho blp¥8¥ by Japanooe plan••· l!ov .. er ro,-ul&­
tiono lmpoaod by both tbe Cblnese 7rancb autborit1ea 
obotruct tt:. nov of traf!lc and reduce t ho ouantlt)' or 
var a t erlale thot could be carried oTer tb11 rotld. 

1 expect to baTe oore d.etalled. lntor:ation ln a !ev 
ciA¥• &I to the condition of the lluru. h1ehV8)' and the 
~uantlty of var oateriala aYaileblo !or tronoportat ion 
OTor it !ro• Burma . 

Rospecttull;< youra, 

PAUL W. Ml:YE!\, 
American Conl\ll. 

In quintuplicate, Or iginal by air =all. 
Copy to Embaos;< at Polpinc. 
Cop7 to Eabaoay at CIDI.njjj<lng . 
Copy to Consulate at Sai&Oil· 
Cop;r to Conouhto a1 J>.an&oon. 
800 
PW:Ip;r 
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CJ 

f·l I 

Secretary of StatE , 

washington, 

25~6, OctOber 20, 7 p .m. 

FOR T~ 'J:SEASORY, 

GRAY 

PARIS 

UGttd October 20, 19~9 

Rtc 1 d 5:10 p, m. 

Witb rettrEnC£ to my telegram 2524, October 19, 6 p. m., 

we tat1mat£ that total appropriations far armament purposes 

from January l , 1939 to datt ar t as follows: under thE 

ordinary budgEt ror 1939 a total of 31, 929 , 000, 000 francs ; 

under th£ special armanu:nt and publ1o works budget for 1939 

a total of 72, 575, 000, 000 franca; undtr tht financE law of 

Dtctmbtr ~1 , ~938 c~Jrgtablt to 1940 and subsequent budgets 

a total of 81, 228, 000, 000 franca . Th£ «>tal of thE fort ­

going thus 1a 185,7~2,000,000 frane~s of which about 

81, 000, 000, 000 francs art to bt ol¥1racd t ot ht future . 

ThE undertonE of tb£ stcur1t1ts oarktt was firm today 

and prot1t- tr.k1ng was E8s1lY absorbed. !lost rontts issuES 

wert down fractionally afttr yrsterday 1s substantial advancE 

but n number of French bank utility ~nd industrial i ssues 

rcg1sttrtd ndvo.nots . Th£ aignntur£ ol.' th£ Anglo- Franco-

. l Turkiah accord yEstt rdny w11s on important bullish foetor . 

Elm 
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.l¥ERIQ.U! CO!ISUU.TX 

l!ano1. Oetober 20 , 1939 

sWJ3CTz Tranoportatlon to Chin& b7 tbe <laobane Road. 

ros aosomu: 
flU; $CRA'IlLRT OJ' SV.'!il, 

l!AS!!INGroN. 

';_ ( 

I bavt the honor to report that I ha•e reeentl¥ obtained aome 1niormat1on 

as to the preaent cond1t1cn of tho Mgh•y between .t..D&aon and Can'bau(; (in French 

!ctochloa) , of tho h1ch•r between CanhoDc &Dd tho frontier (bet .. on non.ob Indo­

chi~ Md X-11) . and of the h1&h• 7 fro• tho f rontier to Pta.pa (ln lt-al). 

~· 1nter est1ng point of t hlo 1ntormat1on 1o the pooo1b111ty of ut111z1ng thlo 

hl;hoy !or the tranoport o! ""*'pltoo to Ch1M and to t ho Ch1neoo llat!onol Oonrn­

:ae'lt. 

Aecordiag to the aourcet upoll whom I place reliance, u .Uerla.n connected 

wltb the J'oo Sh1DC c.._ and a Brltloh tubJoet a-d in tho oil buoineoo, 

the Ch1D.e1t aectloD ot the b1.gb•7 11 nuly ~rlor to the Indo-chi!leat eectlon. 

It !a otatod that the Ch1nooo ooct!on lo at preoent rouchly equal 1n traf!lc 

oapoe!t;r lo t ho h1C)1-.;r fro• DoDC Dan& to Nanning. Thlo oectlon 1o approd•Uly 

270 lr:1lo,.toro in lo~h. 1n eontraot, thooe ln!ora&nto romark thot the I ndD-

:hloo oectlon. although tolerably well ODjl!neored, 1o mrrow ri th All lnouff!clent 

~ber of turnouta. It i o alao otntod thlt the groat maJority of brldgoa, par­

~lcu1Jrly 1n the section from Caob&D& to the frontier, are relatt•ely flimt7 wooden 

•~nac.turea and have a upeclt7 ot but one ton. fbia eeetion, frCUII C&o'b&.QC to the 

!'ro!lt.1er, h aaid. to be appron-telJ 88 klloDetere in len,c1h .• 

However . 1ntorcat1on obtained fro~ Jroneh souroea 11 to the effect tho\ the 

Cb.beae teotlon ia 1n bad con41t1ou Nld that it will 11eec! a gre&t deal ot work 

betore it can be ut llhed by tho - t ype of tra!rle no• ualag tho lloDC llan;:­

Uaonina hlch.ay. Tbeee u.me 1ourcea olata that the tnd.ochlua eactlon h in er-­

etllent eond! Uon ...,d will ha r&&dy for haa-.y tr&!f!e well before the Chlnou 

stctlon. .u. the pre 1 ent tiae, bowwer. tbl b.docb.iu author1t1ea are apparentlJ 

loMh to crant peralulon to uae the h1&1>•:r between CaohaDC and tho !ronUor -

•l>lch ~:ay or may not be nldentlal thnt tho hl&I>"'T lo not 1D aa cood condition 

•• cla~4. The ~riean lntor.ant aentloned abo•e ta ot the opinion that th1a 

1a the Uti. 

There 1o oomo q110atlon ao t o where the highway toea bo:rond Pl-. But l t lo 

Uftdtretood tb&t the •in ex.tenJiOD. will be to Roehl b7 • '1 f4 funchow and lenkok, 

&bout 220 Jd.looetere 1D. leD,t"t h. It t a 1tated b7 ••••ral eourcea tbat work ta 

Procre ttitL& on tbi a 1ection ud one Chine•• Wor:aD.t prof••••• to Do• that tbia 

••ct!on will be r eady for trafrlc wltbln & t u months. 

Still e.nothe·r Ohlnelt aource of t.D:toratioD etate1 that. an alternate route 

tro• Pl.,_ 1a cont .. pl&tod but , &a he 1o .-.thor ....,.. aa t o datallo, thla ln!or ­

Datlon anat be accepted aa aubJ&et to eontlrmatlon. tho alternate r oute ! a & 

hi&)>- betw"'n p~ and .bob= by ~ of !U&Chow, Poaoh IU1d Lohll, a&icl to 
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.,. a auer ot app.-o..s-tel)' 350 ld.l4Mt ... o. !u -....u.ceo ot thla route 
aro ot co\IJ'oe \u 1Dor_.e4 41o\aaco ti'OII Japoaooe Ooir -...oeo uA \U Uo­

croaoe! 41o\aacl \o -IIC· !U a:pparea\1)' 1101t ol>Tio1ll 41ee4,....\ace 1a 

tbo 41ttlcull7 ot \erro.1a, 

Al\ho1lll> 1\ 1a 1>D4eretoo4 \loa\ U.. ~..O.OllaJIC-P~IIoolt.i hl.ti>-
8T poooooooo .... u.-....u.ce •• 1101&1>17 the -lo.1Bo1&1 -tv ot u.. 
..... ,~ aroud C..O~ uA to tu ti'OilUer, the poooil>ill\7 r-uo \hat \hio 
8T l>aco:oo oa• ot \U ala uhri .. tor lu \raaeporta\1011 ot I'QPplieo \<1 

CMu, eopaoial17 it the DoDC llt.ac-lamdac ooaUauoo to 11• \U I'OI>Jao\ at 
11&117 Japanooo a ir rai ¢8, !U aow hich..., would ot oO\IJ' .. be tu \arp\ at 
Japaneoo a\\IIOb 1>1&\ it WO'IIl4 """ • n:tr-17 1&11tul pvpooo 1a proT141JIC 
ao ad41U~ Maao ot IIIPP17 tor •ooO"Cq>ie4 ChiM, 

laop40\t1&11)' ,.. ...... 

CJWU.11S S. RDD, II, 

AMriou Ooallll 

Or1paal u! 2 copio o \o \U llopar\act 
Cop7 to lllollaoo7, ClracldliC 
Cop7 to Jlll>aoor, PoipiJIC 
Cop:y to Oonmlato, llaicon 

(llratt ot \hio 4o-toh ao raoo1n4 at lla1p11 JOT•bc 6, 1939, llt.ile4 

loTab~ 7, 1939) • 

(Oepr) 
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piJW'I[IWII: OJ' TE!.mJ!AII RECJ:IVZD 

ntOM: Aaerloan Eabaeey, London, England 

DATE: Gotober 20, 19~9, 7 p.m. 

110 .1 21.08 

FOil SEOilETAilY MORGENTIU.U. 

FROM BUTTEil~/Oil'l'H. 

lleterenoe la made to your telegram ot October 19, 

No. 12.49. 

'l'hare Just appeared ln the TIMES, ln an article troa 

1te oorreepondent at Riga, the report ot t he paaeage through 

Li thuanla ot a eons1gnaent ot 17 l/2 tone ot gold troa 

Hoeoow to Berlin. 

In confidence we learn trom the British Treasury that 

the Foreign Ottice has received telegram• indicating that 

the correspondent ot tha TIMES obtainad b1e information 

from a reliable source, and a •very reliable source• eon~ 

tiraed i t. The Treasury atatee that although the published 

r eport gave the tigure ae 17 l/2. tone of gold, actually 

the capacity of tha railroad oar wae 17 l/2. tone, and the 

oar contained 107 caeee ot 761~.~ IUlograae groaa weight. 

It 1e elq)eoted that a further carload will be sent. 

'l'he frank ~eeion of the Britieb Treaeurr ie that it 

doe• not know what conolue1on• to draw ae to the character, 

extent or e1gn1f1oanoe ot the torego1ngJ 1t 1nd1oated that 

1t would appreo1ate obt aining any 1ntormation wb1oh could be 

supplied reo1prooallY by ue. 

END SIIC'l'IOII OHI. 
nJillDr. 

u:unr 
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PAP 

s corotary or Stnto 

Washington 

PLAIN 

LONDON 

Dated October 20, 1939 

Roe 1 d 6 :12 p. m. 

2106, october 20, 7 p. m. {SECTION '1'1"0) , 

Yo a tordays '!'DIES contains tho following article from 

ita Amsterdam oorrospondont : 

"Tho wo~kly report of th~ Nodvrlondscho Bank shows a 

gold stock or l , ll2, 200, 000 florins on increase of 

e , ooo, ooo gold florins or 10, 000, 000 dovaluotod florin• . 

Tho ineroaao cannot b~ accounted for by tho usual t r ans­

notions of tho equalization ftmd, tho uxchango rotc not 

boing such as to warrant tho purchoao of gold. In banking 

circloa i t is thought that tho tranafor of gold cnmo ' from 

tho oaat•; one supposition i s that i t r oprosonts part of 

tho rocont Russian transfer to Go~any which is bci ns used 

to c r osto Gorr.tan balo.ncc.s in neutral countrie l!• Although 

this oxplonotion has not bovn confirmed or doniod officia lly 

it is widoly oceoptod and tho transfer i o held to boon 

indication of tho poaeoful intentions of Ourmany towards 

Holla nd . On tho othor hond, it is possible. thot tho transfer 

is Russian gold intondod to servo for po~•ont of Russ i an 

ordors for ships and drodgors . " 

Today a 
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PAP - 2 - 2108, October 20, 7 p. m. (SECTION TWO) from 
London 

Today• s FINANCIAL NE'iiS contnino tho followi ng arti cle: 

"Thoro is no r o!lson to suppose that tho transfer ro­

prosonts a l oan to Germany to oaso hor difficulties in ob­

taining raw materials from neutral countri es . It i s well 

known that tho Re i ch ' s inability to pay in free exchange has 

raised difficulties in the trade talks with Bulgaria and 

other states. But it is probable that the Soviet gold has 

been merely moved to Berlin for subsequent transfer to 

Holland and other neutral states to enable Russia to sup­

plement her own foreign exchange reserves . Thus i t is be­

Hoved that the recent increase in the Netherlands bank 

gold holding was due to an arrival of Russ ian gold. It 

should be remember ed that for some yoaro past the Russ ian 

Government has regularly sold her gold producti on to acquire 

free exchange. For a time the gold travelled through Ber­

lin but during the past few yearo moat of i t has come to 

London. Shipments this year hav>) be.,.,·~Cl\lch below normal -
~ 

only &7,200, 000 in the first eieht months , against 022,100,~ 

_"""-Cl • " 
in 1938 and ~6, 400,000 in ~6¥ L~and it is therefore reason-

' able to suppose that the RUssian Government mi ght be a t-

' tempting to liquidate further quantities of metal without 

delay. It thor6for e seems l ikely that thu gold now in Ber­

lin is merely awai ting transfer to various continental centres 

and is not in any way available for uao by tho German Govern-

mont ." (END OF MESSAGE) . 

KENNEDY 

NK :E118 
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October 21, 19~9 

1270 to Kennedy. British f 1nano1al counselor 1n 
DC hna been advised that Trees would be pleased t o 
see Br1t1eh Oovt handle 1ts war purchase accounts 
along l ines 1t is f ol lowing f or airplane purohaees 
1n US , that 1e open acct with FRBk of NY. 

(Thle ia f iled wi t h other pert inen t cableD as of 
10/24/~9 , da l e they were shown to the President.) 
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PAIW'IDWSJ: or 'RLEGIWI BDr 

'!01 Aaeri.oan !abae.,., London, 

DATE: October 21, 1939, 3 p . 11. 

NO.I 12'70 

ffiOK SECRETARY MORGENTHAU. 

England· 

# 31 

The following 1• tor your intoraation and guidance, 

and ia atriotly confidential: 

'l'ha Financial Counselor ot the Br1. t1eh Embassy in 

ifashlngton baa been 1ntol"lled u ot this week that, ae a 

matter ot adminis t ration polioJ, the Treasury would be 

plea.eed to aee the British Governaent handle ita war purohaee 

aeoounte in this country along the lines 1t 1e now following 

tor ita airplane purohaeee in the United Statea; i.e., 

tunde ot the Br1t1eh Government would be deposited in an 

account, or accounts , which would be opened and carried 

With the Federal Reserve Bank ot New York bJ and 1n the 

naAe ot the Bank ot England. Ott1oial pe111enta would be 

made troa this aooount, which would be used exolue1vel1 

tor puohaa1ng war euppl1ee. 

Diaouea1on haa been given to the desirability ot 

having eoae Br1t1ah ottio1al in the United Statee (perhape 

a member ot the Br1 t 1eh Purchasing Commiee1on) designated 

t o draw oheolte againat t he aooounte tor war matar1ale. 

HULL ( FL) 

BAKE repeated mutat1a autan41a to PARIS, •• Department'• 

1289, October 21, 3 p.a. 

El:LW 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

DATE Octollor 21, 1939 

TO 

rOOM !Cr, CochrOD 

'!he !ore1p tJlCiwlct li&J'Dt vaa TOJ:7 quiet t odq. Sterl1n& fluctuated 

• I ll>l• a oarrov r- aDd cloaod at ~.01, 

~ other U;)ortODt :luroptOD currnc1ea wore fa1rl.J' atea4T. 

EeporUJIC ballb 1D - York aDd t.ha l'odoralllooo:rn Balllt reported W.o 
totalillC '-219,000. fro• t.ha follov1nt aourceat 

Commercial coDCerne •• ••• •.• • •••••...•••.•.•. .• . . • ..••••. •••••• ·* 411.,000 
Foreign banka (JNurope) • ••• , ,,,,,,,, ••. •• , ,., •••••• .. . . .••••••• ~ 115.000 

~otal 1 219,000 

l'llrcll&aoa o! oterl1ng ..,...,.ted to ~70,000 ao 1DI11cated bolovl 

By coccercial cooeerna ••••••••••••••••••••.•••. . .•.••••••••.•• • l. 
By foreign bt.Dka (rar Zaat aD4 ~ope) • •••••••••••••••••••••• 

!otal 

!1he bank. aloo reported that tbo Br1Uah Control purehuod otorliJlC ....,...t­
illll \o '24,000 at \be official raw of 4,02. 

!ho Bank of LatT1a bollgllt ill t.bio IIW'Dt 200,000 J'rencb frODca, 5(), 000 Swi n 
t ranca, and JO,OOO cuildera. 

!l'.he B.I.s . aold $J,5()0,000 cold from their ear"""bd account, 

!l'.ho J'odo!'al Reaorn llanlt ia!o,....d us that they ha4 not reco1nd OZIT reporta 

o! 'old ahlp»nta to tbia co=t!'T• 
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/ }\- ~~ -~ ? K eesHIN P uJGHT Lll'i!!S. INc. 

J L ~ r:t:• I•O N 
Ill WCIT AOOSCV U.T • OA.O 

CHICAGO 

)' ( , 
r 

••tl•llt '01 

. . l l' '- '­
l 

The Honorab l e Henry J . Uor ganth&u, 
Secr et ary or the Treasury , 
Tro~aury Buildi"' , 
•• ashi~ton, D. c. 

~ dou J.r . Secretary: 

" 
O<>tobor 21 , 19S9 

rli t h further refer ence to m,y lot tor 

or October 19 I nm enclos ing herewi th addi t ional oopioa 

or r epor t s r oooiYod fr om ~essrs. Sheahan nnd Baea1 ~ 

which o.ro aont you for your i nformat i on . ""' .. ~ 

JLX :CFB 

Eno, (2) 

) I 
•f.,); I 

Very ail1oorely your• , 

~ ;/ /~,/?. .. :. 
~· L. Keoahin 
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J)Mr' - · ~ee·Hp f 

7- loU• et ~AM ... - M .. 

t Malt , ... ....,. ..... ,_ \be ..,_ .. _ ... 

, ... -t lt.la. 

. ...,. 
I 

- · J • ... 71 a 'e, 
Prwl.... • 3 'e ,..,_. W... IM.t 
2Zl liM\ '1 I IR?alt .... 
Cla.t ..... 1111 ..... 

::35 
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COPY 

:37 
Ootobor 7 , l9S9 

tiuoi , Cbina 

I arrived here ye•t•rd~ and got ~ t1 rat nl&ht's eleep tor one 

:he Ja~• hove been raidine every night ainco tho mid harvoat feat1Ykl and 

ti'lt)' tend o?er llave af'ter nYeuntt 1 da.)tlipt. The d..ula&• 11 of DO cona:equeDOe 

tl•• purauit planoo koop them off or the oity i toelt and I don't th1Dk they 

to ~·t ~led up in antiaircraft fire , but j uet tho tame tho oity "black• 

lJt.s'' a.n-d everyone runs for his d"'l)ou-t . 

Tlo havo all '"'rl:od quito hard on thia end eapoo1a14' ». E, s. and 

it hal bee4 e.n uphi ll fight all t ho •t::~• Brot hor, wo have learned a lot &bout 

and especially tho Chinese. 

I •m down hore to g ot hold or any and llll auto:.obilo porta and 

:aeM_ne tools th.o.t 1 oan lay a hand on. The attuat1on ta quite c ri tloal aa to 

porta of entry of uteri al. the Bun:aa road is cloaed, aeveral brtdgoa e.nd a tota.l 

of 18 niles or road waehod out . The worat rain in for ty yoe.re . 

The Chemin 0.. Per from ~oi to KUDIIin& had senrlll land didos and 

h oiJt ot' terYlce tor aey freight for at l etu-t two weeko . The r umor has 1.t that 

,'l:lHont~ will be cloaod to China by the French io another te.n d qe, whi ch all adde 

""'to !.he f inith? Jack, you don't want a.ny"Koesh1n Oriental linoe~ Ir you don't 

bolieve •o i IUSt)Oit you co:::~e over f'or a litt le look yo\Lrself. 

I suppose Ma.urice told you of t he ooDt.emplated combination or 

Linis~ry •nd other governmental oivil agenoioa , being thrown into a oorporate 

&t~oture 1ncludln& FOo ShlQS &Dd operated along tunction.l linea inet ead or 

liivhlonal . He certainly !'o~ht theJil to a standsti ll . Shall I aq ac t ion 'be­

"standstlll .. 11 really what they alnya wo.nt to do. 

A1'Ur the organization of the A.d.minietrathe body thoro 1a £OlD& to 

be a Wu,tb job t or the Oe.nera.l Manager 'll'bo darec to &81 \UD8 the roapontibility of 

running this thing. i'lo atill don't have a se.thfaotory explanation on who it 

res~ntible tor the Dod&• order and ther e has boon a lot or hell raieod up and 

down t he l i ne . Waybe by thia timo M. E. S. hat the ~wer. 

-'oro intripo and, \UXIoroover etutt go~ on at all ti.Dee, aoatly tor 

the purpoae of cutting theauelvea in on a. pi•oo ot oalce in the form or • tort job 

>it~ a lot of authority end thon do noth111f1 about r;ottin& tho job done . 

"• talked about a freight and or bu.s tranaport&tion aylt·oa over her e 

remombor? ',lell Chin& 11 for Chinese and nobody but Chinese oan cet eYe.n • aquare 

toot or China . SoJ::Iie ot the o l4 oor porat1ona like SoooJl¥ and Aalatlo Petroleum M.ve 

1n t ho old d"'y' obtained property and conoeatl ?n& , but we rill ... the 4~ of ex­

ap~r~priation iu our lite time. I am not peaa1ciat1o but there 11 no r•••on to 

Mrbor a.ey Ululiona 80 I•m ~oin& to do the b4Jat I -.n t or one yeu(dattnt of oouree 

l'r<>a .W.,TUot 15, l9S9) and then we shall uo , Van Patter heo ~;ono do- to lwioyanr; 

to o•t • Ceutrlll Shop pulled tor;other with what thOf hen on hand and 1 will IOO 

him about tho 16th of tho month . 
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'!!>at • 1 aboUt oll I lc>ow &Dd I will let you heo.r 

ol2 tM• tr lp . 

Don 't l et the Mr1. 1n on t M •a1r r.ud• atutt . 

tr.ca ae bow I M.k.e out 

Slnoerely, 

(Signed) Andr.- B&ui 
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;eu .:.r. Xeuhin ' 

Chungking, China , 
October 9 , 19~9 

vur plana at the ~oment include the organization ot a National Corporation to 

N mcwn t..a China t ranapor t Corporation. Into thia one OOI:'lpt.ey we o.ro in general 

a;reemtDt should b• i nc l uded tho JU.n;Y and. dh·erae operation~ presently conducted 

tw the vuioue bra.nohoe of thG National Ooverlll\ent including the Poete.l Service . 

1" bopo to ut.bl hh an Expruo Coc J)OoliY or dhhion arul ot oourao freight aru1 

pt.ssen&er transport will be tho firat con.eidoratlon. I ha•e rec~eDded to llr . 

K. P. Chen over tho protestations of a ffftf of t he l ooo.l officials tho inoluaion 

b <l:e .,.. ccapoey of t ho Foo Shing opera tion. , l'lith Foo SbiJ>& included thoro Will 

be a totol o f approx imat ely S500 un1ta , Of oourao only about 4(1% wi ll bo capable 

or O?eration, an o ati.Jutod 3~ i & under repair and ~0%' awaiting eseontlal repair parte 

or in a.-e in•tanooa reolanatl on . 

~r . Van Patter 11 now in Kwelyang l~in« tho ground work for tho contrali ted 

t nopl o k:J aho att s:1ptin(; to inausurate a central atore to a•oid the pr eaent d.upl1 · 

cation of t ao l litiea and purchases that has reaulted in oYer c. N. $1 ,000 ,000 .00 

CiJJ"Pl U.I ot apare part s that are not usable . Expect Van Patter will be a~ for a t 

h ut two '.Teek·a aa he muat secure inventoirea of aY&i lable shop equlJ~=.ent, etc . , aa 

'''t ll at noodecl m.o.ohinoa o.nd epare pt.rta . • r o Bassi ia presently in Haiphong aoour­

lD& J b ilar ln•entor iet of &Y&i le.ble m&ohi nea and apart p11rts t.t that port aw•iting 

•· is:=ont o uhon thoy retur n we can concentrate on 110v-i.ng the eaaent1al part• !'rOD 

f!aiphonc t..nd t;et atarted . 

I plan to leave Chungking by plano tomorr ow morning t or Kun::u~ . thence to 

Lathio t n Burma. Prcm L&ahio we go by train to Uandalay and Rangoon to in~:~pect oe.rgo 

at tr.at. point as w~~tll aa tacUi tiea . C':xpect to retw-n to Le.shio b)' rail, thence by 

car over tho Burma. route to Kunmi~ and by air to Chungk1~ . 'This trip will take 

•pr ro::d•t.ely two weoka . Duri nt; thia int.oril:l 1 am hopeful a l l neceaea.ry Executive 

action will haTe boon t&.ken by the National Go•ernaont a uthoriti er to aet up t he new 

c~rpor&tion. 'there i s also under way the adoption of our re.oolll'll.ehdat1ona relating 

b lico:utnG of d.ri •era and equipmonta The ett a.bl hhoent of llithwl.l' Tratf 1o PoU.oe; 

the dr lvers r e ll\y pla.n of oper•tlon and tho ina~ation or ni&n~ drh'i.D£ or 24 hour 

urvict o Tho cryi~ nettd for t ra.neport-A.tlon oompele a lone or per iod of o~ration 

•• • ell a s r•pa.lr or e:xiatin,:; truck·•. 

Froo what we h&•o aeon, &Q cort&i,n ther e ia plenty ot oquipmont hero in China 

l r we o:a.n only get it runninc . 1iy pl-.n l a , or courae, to rec0111tend hoarler equip­

ment tor r eplacement purposea . Our projected Cor poration will include only the 

Southwea t e r n Provinces and operation• v i a 1-'r enoh Indo- China and B\U"'IIlll. i n t he be­

c,lm.i~. Bownor, u?On rt:/ return tro• Bu,ror.a it 11 .::1 intent t ·O tra•el to the l!lort.h­

weat, perhapt to the Ru tei on bor der or beyond . Am not at all tamilar with the 

pouibih tiea of China '• ror ol&n trade with Ruaaia t.nd believe auch a s t udy i a of 

lmpurtanoe in Yiew of present EUropean hoatilities . The Morthwea~ it naw operated 

with ~uaaion trucka but 1 am s iven to undarat~d the scarcity of gasol i ne and other 

•uentlala to t he oonduot ot hl&}2w~ o peration a.re aa bad a attlt·• •• ia tho oan 1D 

the Sou. thwoat . 

I t ad.ea•ored a loot t e'Yery n.l~ht to write to you but theto c,ontinue..l air r aida 

are mott tiring . OuriJil) an eit;ht day atro1:oh we wer• raided ••ery ni-6ht t.nd aoc.e­

t !:'lu twieo durin& a nltht. The enecy plNlel oome up from Hankow in batohea or 18 

27 planea and wo ha.Yo bad aa ~ a t 6 ba tohe• 1.11 one night . It 11 not at all 

COI!l!'ortin& to r calir.e tho enetr~Y is u ail'lf: Am:erioan planet, Aaerioan boaba and cot t 
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r.,.,_., .. or al l merio&D uthodo of operat ion. They hold to a rigid fo,....tion at 

. tt itu<:t or 12, 00 t eet and prooeed to r&ioo 1\oll with tho whole oountryoido. 'l'ho 

have a 1110nded\al ay1tem or protection. The enqt plt.n.ea are ha.rclly clear ot 

&~ow 1irf1eld before word ia flaehed to all poaeible objaotivea. The oour18 ot 

pl .::•• 11 cloeely w:atohed ll.Dd report a c01:1e 1n r egularly ot the pro&re11 of the 

ba tch•• • lhen the planea are wl th.in a.n hour ot Chun&kirl&, the 1"1rat. a.la:ra 

••"""''" " Johen 15 to 20 minutes away the urgent alarm i a aound.ed e.nd withi,n two 

~ere it a complete blackout , all electric current ia out orr ~ even the 

or o lij~bt l!d«bt brill~; a obot troa the Gendo.nooo . We u oually otand outoido our 

until the on-.y planes a re di stinotly h ce.rd then we d1Ye tor aaJ'ety. The aou.nd 

thoClk or bombe tallin& in t he distance is all we have heard 1 0 far •• tho onecay 

t10t bMbod Chun,gkiJJ.s; proper tor ao=e time now. Ue•ortholeaa it 1• a distinctly 

?'"""'" toolln& to oit and ""nder when they will r oloaae -bo over ChWlg)cin& again. 

!"r01n two to fltteen m.ilee arou.od • •• to be the objootive at tbia tt.e 

we ar e promised QOro aotion shortly . Suoh promisee are made by Radio from tho 

troadcaatint stati ons . When tho oity ia completely blaokod out tho Chinoao pur­

can be heard o1rol1ns the city c.uch In tho a:anner ot tho k orleu Indian 

, single t ile. They catt be plainly hot.rd and not lnt'r equontly we hoar thea 

dhirJG to tho atta.ok. 1le have watched eovero bombing from a aate 41ata.noo and the 

i t one to r•ember. 'tho entire tlcy is illUl'linat ed by t ho bomb a . One ni&ht we 

to cd.Te out into tho country ILDd att.pt to ••• what ne goinc on. Wo l ett 

city at about £i a30.PM aud roached our vantage point ln tho hill a within an hour and 

tho urgent alano . At t lmoa thoro teemed to be literally a hundred pl&noa over-

but ot couree there were far leaa. Tho noi ae ot tho motors ia ao amplified when 

lD the .owtaina. There was action ooat ot the tble until 4: SOAW wheD the all 

wae gi venand wo ata.rtod back: to tho city tor aomo much needed deep. 

· "',;:~:~;~ 11 pcrhapa one ot tho beet protected ei ties froa air raide. The du,gout 

1-: are ac.~lt tor o•er 250, 000 people . lrrrit&tiona to aooit.l 1'\motion.a 

c•rry tho line "Dugout taoilitiee available to our guoata" . The entire popu-

11 indeed du~out oonscioua . We ocoup;y dugout with tho hi&hor GoYerncont otfioiala 

in con.atant commanication ritb a.ll that ia r;oing on. ilhen tho time between 

p•nlllh , we usually ha..-e cottoo or br anc:ly . 

About t ho recent replacement of an order f or 500 Dodtoe. 1 find that thi a par­

order tor tho Mirdetey ot 1\'t.r waa placed on Sept . 1 before we arriYed in lion« 

aure waa brou&ht on Wr . Chen by the Goverm:.ent otticilla here in Chl.l:Jl5ld n« 

Canutacturora insi ated thoy might not be able to fill the order it ~ rurther 

encourtered due to the grave possibil i tiee of European war, increased pr ieta , 

r~tea, eto . Aa atill ende&Tor in& to ha•e atronger front ends en thia or der but 

af'ratd it ia too late . I~ne t he lea a 1 ha•e tr-ankly diacuaae4 the eatter with aoet 

t.b• Gov~rnment ottioiala , hia Excellonty Dr . H. H. Kung tho iramior , the kini ater 

Ju, &nd all others in aey- wa:y i nte r oated . .[ tol d thom quite fre.nkly that tho preeent 

equJ~t waa unaatiafactory and W110I5 heavier &Dd 1:110re power oquipcent waa 

uaUablo there waa 11 ttle tha t could be a ocoa.pl1ahe4 in a:! opinion. 

It h.a.a been a~eet•d and you will ahortl;y be approa.ohed on t he aubjoct or pro­

lilY otay ill Chi,. . l'l"alllcly would like to aid in atartin& the niW or goni uti on 

t.m ft arf'ul that red t ·ape will alow theil' etf'orta it we ttre not wa.tchtul . ODe ot 

pdnai~»ol r oaaona ro r sug;geat i ng the Corporate 10rm h to oaol'l.pe GoYerD~tont.al red;t.ape . 

Ia quito a j ob and doloyo oxporionood i n flying tho Pacifio badly dolo,yod uo . It 

... , eaaentla.l that n do all we cfUl to aalce our ventur• a .-uoceaa . I also f e el 

tho chaneod at3t~1 i n Europe and tho inoroaaed buainoaa tor our c~ that 

find it quite dittioult to como here yourself. In any OYent ploaae &lYe the 

yov ae.r loua conaideratlon when e.nd. if 1 t 1• brou.sht to your attention . I reel 

OUT reputation 1• at atate a Dd we are by DO aean. 1.D a polition to leave now I.Jld 

don •t think I will be until near t ho end of the year. 
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)!...,.,nile we are all well az>d doillc our boot. R••bor ua kiDdly to all 
bello .. ,.. it would be a plouuro to hoar ,..._ you al oo. So clrop a li.De to •• 
~aDd let me !maw our Septoabor rooulto . 

Sincerely , 

(Signed) Maurioe E. Sheahan 

~ 4· .:.. l 
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TO 

TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICAnON 

oAn Ootobar 21 , 1939 

Saoretar~enthau 

JAr. Hu.}t/./1 

Eap1ormant under the Worto Prograoo Ada1n1atrat1on 

1noreaead to 1,~7~ ,000 peraona during the weak ended 

Ootober 11 , 1939 troa 1,~33,000 tor the preY1ouo week, 

a ga1n of ~1 ,000 per sona, aa 1a ohown on the attached 

tableo and chart. 

Attaobllenta 
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10Rl8 PROGRESS ADIIIIII8TIU.'l'IOII 
Jluaber or Worl<ere lllp1oJed • Weel<lJ 

United Stat .. 

teel< End1ns 
1939 

lluaber or Worl<ere 

Febru&rJ ~ 
Febru&rJ 11 
Februar,. 18 
Februar,. 25 

llarCh ~ 
!larch ll 
llaroh 18 
llarch 25 

t.pr11 1 
t.prll 5 
t.pr11 12 
April 19 
April 26 

11&73 
11&7 10 
11&7 17 
11&7 2~ 
liar 31 

June 7 
June 1~ 
June 21 
June 28 

Ju1r 5 
Ju1r 12 
JulJ 19 
JulJ 26 

t.uguet 2 
Auguet 9 
.t.uguet 16 
t.uguet 23 
Auguet )0 

Septeaber 6 
Sept eaber l) 
September 20 
Septeaber 27 

October ~ 
October ll 

Source: Worl<e Prosre•• Adm1n1etrat1on. 

(In tboueande) 
2, 966 
2,966 
),011 
3,o4) 

),032 
),009 
),015 
),009 

2,980 
2,906 
2,761 
2,752 
2, 751 

~:l~ 
2,622 
2,609 
2, 598 

2,59~ 
2, 590 
2,578 
2,551 

2,)88 
2,290 
2,250 
2,200 

2, 081 
2,053 
1 ,976 
1,896 
1,8~1 

1,661 
1,69~ 
1,7~~ 
1,7oo 

1 , 8)3 
1,87~ 
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19}6 
June 
Jul7 
Auguat 
September 
Ootober 
No .. mber 
Deoelllbe r 

19}7 
Januar:r 
Februar:y 
llar ch 
April 
II&¥ 
June 
Jul7 
Auguet 
Septeaber 
October 
lio .. aber 
December 

1938 
Januar:r 
Februar:r 
llaroh 
April 
lla;r 
June 
Jul;r 
Auguet 
Septeaber 
Ootober 
None~ber 
Deceaber 

1939 
Januar:r 
Februar:r 
llarcb 
Aprll 
II&¥ 
June 
Jul:y 
Auguet 
Septeaber 

. 
_;,;~.' ' 

'IOIWI P!IOOR&SS ADJalfi8TIIATIO» r ~ 4 
lluaber of 'lorltera Eaploud - llontbl:r - .. 

United Stat .. 
lluab<lr of Worker• 

(In tbou .. nda ) 
2 ,256 
2, 2119 
2,377 
2,~2 
2,5111 
2,~3 
2,192 

2,1311 
2,146 
2, 115 
2,070 
1,999 
1,1121 
1 , '569 
1 ,~ 
1,~1 
1,~76 
1,520 
1,629 

1,901 
2,075 
2,395 
2,5112 
2,6711 
2,767 
3,053 
3,153 
3,219 
3.346 
3.31~ 
3.09 
2,9116 
3,043 
J,009 
2, 751 
2,5911 
2,551 
2,200 
1,!1~1 
1, 7!1!1 

Source: Work• Progreee Adm1n1et rat1on. 

llontbl:r t1gur ee are weekl7 t 1guree tor the l at est 
week ot the aonth. 

The:r 1no1ude oert1f1ed and nonoert1t1ed worltere. 
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(CIOPY:7J:I!JJ) 

Jo. 9 

.ua M.tlL 

fho BoDDrahlo 

Slro 

!he SeorotU')' of State , 
Vaoh~oa. 

Oric1Ul ll:r Air llaU 

AIIDIC.U OOIISUUD 

!!aao!, Preach I Ddochlaa , Oc tober 22, 1939 

1 heTo tho ho110r to refer to rq uepatch lo. 5 of Octoller 15, 1939. outl1a1Jic 

lho pneral eUuaUon at Bai:pboac aDd •enUontac tho colltlll1o11 aDd 411or4or *ioh hat 

pron!led at the\ port. "- of ponlllle 111ter .. t to tho Departaent aDd 111 al­

ral!oa o! tho I.JoplteaUon that the Ch111aeo aro th••al,.., puUall7 roepoutllo tor 
lha coDdl Uou at that port the foUoviJic 11 a .,._.,. of a conttdlnUal co""oreaUoa 

rilh 1D AMricu onciJa.Mr, IIOY 111 tho aplo;r of lho J'oo Sh1llc eo..,, 

!ho !nto""""t etate4 that ..t.u he firet 'f11Ue4 the aoulll>l:r plant of tho J'oo 

Sb!ac Coapoa:r at Ralphoac, ..t.ere the truck• puchaeo4 v.lldlr the Uai,..real 1're41ac 
Coopao7 lou aro hillc ueolllllel, he ,.. .,eJ.lol 117 tho lack or order aDd cueral 

!oe! Uci ... CJ'. '!'hero vae •••1Jicl7 110 atw.pt to keep track of the l.arp uounh 

ot acceaaoritt &a4 ·~ pl.l'ta, 1A couequ.eDCI of which mch h.a4 'beea loat or u .... 
l lld. 0... notable ozuplo ,.. tba ahlqillc of lloo ellal c» llo4!oe, wh!oh were oll17 

to:;Ld after ao•• veeka of aearch.l..Ac. 

!he into""""' then took o.,.r 41reeUon of tho aoa111bl;r plant aDd 111 two woelto 

ho vao able to auellil>le aDd prepare 6o truolte, ao eplllet approx111ahl7 120 tl'l1Cll:o 

•ue=blo4 aDd true1Ue4 to China ill the preooo41ac tvo aclltht. 

Dllr!DC thh perto4 tba intoraut M4e a ounq of eoa4!Uou p.....UiJic 111 tho 

Yarloua ue•'l>l:r pluh at lla1:pboac aDd ho toun4 that the 111c!4ut aenuo-. llil>on, 

lha ah la:r111c of lloo ot .. l call llolho, .,.. qv.Uo -to-Uc of eoa4! Uou at 
i&lphoJIC. J'or azuplo, ho !OW>4 111 tho J'oo Sbillc aoo•'l>l7 plut all tho truolt o!4o 

roclto 'bolonc!ac to the lltntotr;r of Co-.oicaUoao, ho fow.4 1l1 the ootahllthaul of 

• •• of tho other Oh111aoo a!nillrioo all tho lruolt oiu lloardl h lollCiJic to tho J'oo 
Sb!ac Co-. !lho into""""l attrllnlh4 auch of thlo c>oll1Uo!oa to ao allooluto lack 

o! cooporaUoa aDd coorl!nat toa llotvoao the ftrtouo Ch111oeo _...,ioe, otaUac that 

thtH had DOt 'btU a puerel .. ltia& of thtll acenclll, to 4ilftll tMiz II'Ytral &D4 

lii4.1T14ual pro'bl••• for at 1••' Ulr•• ••Ul•• 

!ho intor.ut Mntloao4 tnto.r alia the tiro which dlolro7e4 eo• 1,000 tiro• at 

i&lphooc on Ooto'l>or 16, 1939 (a;r dlepatch lo. 7 of October 18, 1939). Ro oa!4 that 

ho ho4 obeer ... 4 thoto Urot ooao 4o;ro lleforo tho tiro aDd at tho 1111& wondlro4 wb:r 
tbq ba4 llooa ordlro4, u t hq 414 not ••• to bo otOA4ar4 oqv.ipaoat for aa:r ot tba 

tNCko uoe4 ll;r the Ch111aoo laUoaal Oon...,....t. llo ea14 that he ba4 h.r4 tho ...._ 
INlluqunt to tba tiro tba* certaia Cbtn- were reepouilllo for tho tiro, tllllo .. .,...._ 

loc up a llOt 111coa11Uralllo aio'-lto 117 - Ch111a eo a&ellCJ'• Ia haetono4 to r o!lorate 

lhat lhto .,.. 0 1117 a ..._., llut 0, 0 which opraac tro• a prnall!aC l>aliat ill Ch111ooo 

loo!!lcl-, at loaat 111oofar ao eoDdUtou 11llla1:pboac aro ooacoJ'I004. 
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!ho 1D!oruat .aid. \hat 1a Ilia a;perl-o, aa4 f110a wbat be U. haul froa .. ,.,.. 

u .. o4 oovcoo, \be rr~ ,.... oo~tlac '- a -.ell creator •tont thaa oo-a.d. 

)1 lhO Chl&O••• .b a -uar of fact, be ballen4 \hat tho plea of lack of cooperaUoa 

fro• tho Io.4oohlaa •thoritlao .... la ao• laotaacoo a att.-pt to -• laatUol-. 

1o cUed tho olala b7 tile fonMr Chlu .. .._... of tile ~o lh1ac plat \hat tile 

d>ortb of cball.UIU.ra waa a !ector aU1taUq ap.inot opoad.lq up tho aa..Ul;r of 
t rucl:o end ho &Mod tbet thio wao oal;r perUall;r tZ'Ila. 

lowner , tho latoJ'IIIIllt ooaolud.od., thaN are tho C].arlq a&llplo of \be 

bl~md>r!.J>co vhloh haTe • ..,. ... tile 1Uipre<:ad.ntod. coo!Uoloa &ad. Uoord.or at ll&lJllloDC• 

fo lho contrar;r, tho Chluaa are worltlDc haM t o -liorato \be oltutloa ad. are 
tQCUtcU.J::c to a ce.rtein utut. 

On the whole I aa in acr•aaoat with tho oplaloa of -q 1atoi'Milt. !lhoro are 

1 tr1l:1ng oxupl.ot of 1noff1e1aDOT &Dd al....,.._,.,, !hero 1o a proDODIII to blaao 

lho l'roneh for 4ola;ro &ad. ,..,._.ooporaUoD, Jut tho proopoct lo tar f110a poulahtlc 

IJld lhore 1a at proooat a toDhiiCJ' 'ovard. eoorUA&tlOD and oft1o1onc;r vhloh ohould. 

pro .. of 1Diotl.Mle ..alua to tho Chluu latloDal Oon:r-ont inaofar aa \be 

obltot1oD of ""ppl.1oo throucl> l DAoohlaa lo ooAOan.ad.. At thlt tlaa \be aocaloratiOD 
1o lho tranol\tlq of aupplho ecrooo X..doohlaa h otrlkiDC].;r 110tloaallle, 

Or1€loal and. 2 copha to tho Dopert.DIDt 
CoJV t ,o .r.ba• q • Obn•cHnc 
Copr to llobaaq, Po1pl"C 
CoP7 to Consulate, Sa1f:oD 

CU/CJ 
Sl5,6 

l!oopoct1Ull.;r r ou.ra, 

CRAPT,JS s. m:m. II • 
.\aerlean CoD...J. 

(Draft of thlo d.oopaloh roeo1ft4 at S&icoD 
lo.,ooar 6, 19}91 aa1114 ..... .uor 7, 1939) • 

• 
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OliCUP W::>'TINO Oct ober 23, 1939. 
9 z30 a .m. 

Present: 

Ji . -.; . Jr : 

.aston : 

!•ol ey: 

D•:'f1cld: 

Coclu•an : 

. Y. Jr : 

e>l• flor : 

"! . ... . Jr: 

.tlo!'lor : 

tl .l~ . Jr: 

Cotton I 

I: . I! . Jr: 

t:otton : 

Mr . Graves 
Mr . Thompson 
Mr. Foley 
ll.r . Riefler 
Mr . Oaston 
Mr . Cochran 
1.\r , Cotton 
Mr . Duffiel d 
Mr. Hanes 
W.r . Haas 
lo!r. White 
Wias Chauncey ••r. Bell 

Herbert! 

I don 't believe I know anything. There •as a t alse 
rw::or o!' n sul::marine, Friday. That is all I llnow 
or. 
Stay behind a o1nute, please. 

Foley! 

No thing. 

Nothing . 

I just hod that cable that I showed you • 

Are you here on a l one wa tch? 

For Ute morning. 

Woul d you l1ko to sit 1n at 10:00 when we discuss 
f inancing! 

Yea . 

I would l i ke to have you. 

'.Mtere was a change of signal& on the country to bo 
to.l<en up on this South American business over the 
week- end. 
My God, I spent the whole week- end studying Colombia. 

It is now Peru, not Colombia. 
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H.li. Jr: 

'ilhi to : 

Cotton: 

P. . II . Jr: 

Cot ton : 

H. :: . Jr: 

Hanes: 

r: • .t. J:r : 

\;JU te : 

·;. r..:. Jr : 

-,'hi te : 

!i. i . Jr : 

\'ihi te : 

ll . lt. Jr: 

~!aas : 

Now , just remember th1a, I c!on 't lmow Yh\o changed 
the signals but I told Sumner ~lellee the first 
country had to have a 75 percent chance of winning. 
Perul If I am not mistaken, the11• chief export is 
guano . 

tlo , no longer. 

I think somebody is giving me t he bird. Who called 
you? 

\loll, Collado was sent over to tel l u o that Peru was 
cons i dered "'Ore pressins . 

flell , if I am going to diacuaa f inanc ing - I was goi ng 
to dis cuss financing all day . You bo;rs can do a paper 
on Peru and we will take a look a t it . I am s t ill 
go ing to insist on a 75 per cent cho.nco. De you think 
they have a 75 percent chance? 

No, it i s very bad. 

My understandi ng with Sumner Welles was, t he first 
one at 75 percent chance, isn ' t that right? 

Yes , sir. That is what you so.id . 

Got any othor good news? 

Harry, you might take a look at Peru. 

~e already have. 

Am I about right? 

You are wrong on the guano , but you are r ight on the 
conclusion . Oil and cotton are t heir na1n expor ts. 

What country 1s i t we get guano !rom? 

Chile. 

Oeorge , you be ready at 10100 o'clock, you ~d Henry 
Murphy . I also wont to take a look at the R?c. 

I am •torking on it (handing report to Secretary) • 
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Jl. !' . Jr : 

'"'h1te : 

U. . t.. . Jr: 

:!!UlS : 

' . ;.' • . Jl' : 

H .l~ • . Jr: 

!!unos : 

! .• .. • Jr : 

iiiiiiB : 

- 3 -

"ru ... ~ 

I don ' t know who 1 s doing the job, but while I am 
right in thet neck of the wood a , I would like to 
pin on somebody the job of t aking everything that 
comes l n on Germany or economic value and evaluat1nc 
it, Is anybody doing that? 

Taking what? 

Evnluat1ng all the economic newa that comes out or 
Germany. I mean , f or i nstance, I saw 1n the pape r 
today so~e German economist m&kea the s t atement 
1n Chicago as to fats , how long people like that 
will ge t then, et eetern. 

There 1s an article 1:1 the "Iron Age • on the slll!le 
thi ng. Are you .fellows do ing an;rthing! 

1:e are following 1t the way anyboc!s olse is , but not 
analyzi ns 1t. 

Well, I tell you •••. 

1"/o at-e anal;rzi ng • . . . 

Hat-ry , if you and Geo1•ge an<1 ':Uoflor coul d talk to­
ge ther sometil:te today , see , anrt bring Pul eaton in to 
the meeti n g t oo , 1v111 you, Qn<1 Cotton. You can have 
a meeting sometime today tm<1 tall< about it. >:erle 
Cochran , too . Let 1 s see 11' wo can' t - as far as the 
•rrensury ~;oo s - ami then I would like to put it on 
atlele one fel low. 'That will be 1·:hi te , Haas , C:>tton , 
Rletler, !:erl e Cochran and Pulooton . J~ybe somctL.,e 
tomorrow we ~111 get together. I had bett~ give 
you an appointl:le!'lt now. I would like to control 
e verything and have 1t flow to hanea and 1'\0. I mean 
just as to the set- u p , you see . I l7ill put d own 
10 : 30 tomorrow ~oro1~, hon i 9 that for you John? 

o. :\. . 
10 : 30 tomorrow norning . Have n talk during t~e day 
and sort o! get it organize(\ , 

Anything else, George? 

I have nothing e l se. 
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a.:· •. Jr: 

;t .:: . .rr: 

)r!\VCO : 

u. ;· . Jr: 

":r8.VOS ! 

Jraves: 

.. . • ,Jl•: 

. , . I . Jr : 

• ·~t.vfJa : 

" . . • Jr: 

::.ell: 

!-! • . • J .:' t 

Bell : 

~ rl --
- 4 -

Haroldf 

This is n memorandum (hnndi ne momorandun t o Secre t a ry ) 
or tho auto:nobile sit·Ultion you ll~lted ,., about ':'hursdny. 

Oh, 1/0S. The Pr es i dent nsked me nbou t thi s 1!1Anganeso , 
t h i :s o thor stuff . Could you hn vo 11 thumbnail thing 
for me a l ittle before 12100f 

You spoke of t unc s ten Yr i day and man ganese Thursday. 

Let's hnve a page on each one . 

·.cry well. You sa i d 3poc1ally on Thursday you r.anted 
to r o over those tunz sten bids . 

You and Colli:>s co.':le in at a qua:-tor of 12 : 00 and .. 1ve 
me a pace on e ach. 

Very \<ell. You asked me to prepare for you toda y a 
Memorandm~ for the President on t h o tlavy contract for 
tun,:sten. 

Brine it al l in at 11 : 30. 

I wno t alking to Collins on the te l ephone before we 
cn:ne in and he hnd 9 0"'6 kind or n :neeti~ fltt h the 
Stn re Department . I am not :lUre thllt that 11: 30 won ' t 

conf lict. 

He oUtiPt to have a deputy t o fO to ~lose thL~gs • 

It cay be too la t e to get hilll because he was just on 

his way. 

Co find out . 

Dan Bell! 

The l i o rnrian s eems to think we ou;oht to take s o"'e 
aetlcn on the Heg eman propert)· , the Cos.'llo3 Club. 

Who thi nks so ? 

The 11br nr1nn . He wou l d like to have a mee t ing ~ithor 
Monday or Tuosrla y of nox t woek. Mrs . Moyers won t 
be back 1n t own unt1 1 Sunday, bu t she 'd ll be avail-
a b l e Mon da y and Tuesday . 
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aeu : 

:t.u . . rrz 

Sell • 

h . ! , Jr: 

Bell: 

~ . !! . Jr : 

c-el l : 

li . -'J . Jr: 

Oell : 

Poll : 

!: .Y. Jr: 

~.~.Jr : 

Bell: 

Boll: 

- 5 -

Next week' 

Yes . 

That h a long way off, 

\'loll , he wanted to•give you plenty o r t1mo . 

\'/ell , Tuesda y a t 10 :30? 

'l'h.ll t is all r i ght . 

Let oe t ell you sooething whioh 1a very m1Ch 1n 
t he room. Sooebody has been goi ng to see Urs . Roose­
velt and tell ing her that this librarian was crooked. 
I tol d her we had nothing to do with it , but i f be 
was crooked - I don' t bel i eve he was - is there any­
th.1ng be could do to these fUnds? 

No . 

\'lould be have any aeceaa t o those fUnds? 

No .· Ji1s disbursing officer diebursos t he income of 
those investments , 

1'/ho audi t s that? 

The Comptroller General audits tho d1ebursulg offi cer•e 
accounts . 

Are we fourth or f i f t h recoved? 

You have nothing to do wi th it a t all , Af t e r the 
t'unda aN 1r.vested, the incono goes into the fund , 
It ia just like any other appropriation. 

I a there any other posaibl o way he can put h is bAnds 
on them? Think about it. 

He coul d , through collusion with other employees , He 
couldn • t do i t by himself . 

Th1lt is what she meant. 

It would have to g o t hrough aomobody else t:1rst . He 
is not a di sbursing officer and he never gets his 
banda on a dollar. 
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- 6 -

Thi nk about it . 

Unless it g oe s through some third party. 

Do wo audit? 

oll : llo , , .. o don ' t a udi t i t . '!'he Comptroller General does 
thllt . 

.• Jr: 

Fell: 

:oll : 

H • • !. Jr: 

Graves : 

!l . 'I.. Jr: 

Graves : 

Could you ask the Comptroll er General if there is any 
quos tion about that? Hov: recently was it audited , 
that i s more import an t. 

Well , he probnbl' hllan 1 t audited any accounts , the 
disbursing officer, since this fe llow eaoe in . 

Thon I am c oing to ask for an audit u" to the timo 
this fel low l eft . \'/hen was that , October 1st? 

\,'el l , someti:ne around there . It aieht have been 
September lst , I don't know which. 

Thoro are two questions : \.'hon t~as thnt fund audi ted 
laat , nnd I would like to hnve 1t audited up to d ate , 

1'111en we were in Farm Crodi t we found there were 
accounts which hadn ' t bean audited in a l ong time 
and I made them audit e verythi ng for me . I:verything 
was audited up to date . Different accusations woul d 
eono in and tbay were settled. \/ill you do that? 
Would that be n good way to do it? I might say 1n 
passing that this woman who cMO 1.'1 h a mystic , 
who made the coaplaint. I don't happen to belong to 
that cult . ":'hat would be a good way to do it. 
ltra . Roosevelt has it very much in her mind . I 
would like to be sure - you know , it is like being 
a d iroetor and t:..stee. " .. 'hy d idn't you s ee 1t was 
aud1 ted , " and all that sort or th1nf! . 

Harold? 

lle will bo here at 11: 30 with those t wo memoranda. 

1'/asn 1 t there somethi ng .... 

As it turned out , his enaagement with the State 
Department had been postponed until 3 :00. 
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H.M. Jra 

Thompson! 

Thompson • 

!! . !i. Jr: 

~. ~ . Jr : 

Whi te: 

Duff i eld : 

H.M. Jr: 

':atite : 

IW'f1eld: 

H. !i . J rt 

?ihite: 

Ylhitet 

- 7 -

Oh, aure , Dan postponed it until ~100 because he 
has got to hold my hand all morning. 

Senator Vandenber g made a remark Saturday about 
gold purChases . He expresses the hope that a rep l y 
will be recei ved before the neutral ity debate ia 
comple ted. 

Say that aga1.n. 

He expresses the hope that a reply will be received 
before the neutrality deba te i s canpleted. 

Say 1t again. 

He expreuea the hope that a reply will be recei ved 
before the neutrality debat e i s complet~ . 

'lbat goes for Vandenberg and me both. 

I will get busy on 1t to clay. 

The newspaper men , Mr. Secretary, will have t he •••• 

It was very tunny, Harcy wa s clay- dreaming. It 1e 
a good place to rest in h ere in the morning . 

It is, after a busy week- end. 

!ho newspaper men are saying since the Senator was 
so impolite as to read his letter before he got an 
answer or you had had a Chance to see it , how about 
them seeing your reply. 

'!be answer 1s, the Sana tors can a fford to be lmpel.ite 
and I can't •. Vandenberg called ooe. 17hat shal l I 
tell b1mt 

Well, I w1ll have somethin8 ready today. 

Well, I saw him at the theater 17eclneeday nig)>t and 
he was k i dding me about 1t, eo I will k id him when 
I call h1m up . I said I thought we could get it 
out by Christmas. 

Tell h1a be ahouldn ' t a sk suCh tough quest ions and 
i t wouldn 1 t take so long to answer . 

Regraded Unclassified



H. !J. Jr: 

Thompson: 

H. 'i .Jr : 

Tboopaon: 

li. ll . Jr: 

!Umeo: 

Hnnoa : 

H .~.t . Jr: 

1tane3: 

H. ~ . Jr : 

:ss 
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VIe wero given three weeks on that now ear or youre 
instead or tour weeks. 

Wo will launch it with a bottle or coca oola. Any­
thing el se! 

1hD.t h all. 

Has Mr. Irey moved over? 

He is already hero . 

'!bat fellow had a lobby1na machine which 1a par 
excellence. 

Tie ought to get out so::te eort ot an answer today on 
that other thing. 

Rave you talked to RiotlorY 

llo , I lulven 1 t said anything to anyone. 

I thought \'lellea left town. 

He did . He is coming back on 'l'huraday and i s anxious 
fo r us to come in with Herbert Fo1a just as soon as 
we hav~ made a decision. 

(On phone) Hollo . ( Telephone conversation with 
~enator Vanden~erg follows:) 
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He won' t be so eo ek-y when he road a the anowor , 
beenuse he lays himsel f pretty wide open. 

What he said was thi s , tha t H there ia nothing 
to it tho country is entitled to know i t and the 
aoonor the better. I wiah all opponents wou l d 
be as square as he is. 

You (Hanes) have a. talk wi th •.an, wi ll you, this 

mornl.J>&Y 
Harry , 1f you will si t down outside , I want to 
aeo you 1n a couple of minutes . 
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Hello . 

October 23, 1939 :57 
9:45 a.m. 

Arthur 
Vandenburg: Good morning, Henry. 

V: 

H::Jr: 

V: 

~:Jr: 

V: 

r.::Jr: 

V: 

H!:Jr: 

v· 
H!!Jr: 

V: 

i:1'Jr: 

V: 

H!!Jr: 

V: 

1-J.!Jr: 

Hollo, Arthur. 

How are you? 

Oh, I 1 m wonderful 1 

Well that -- that 1 s Just the way to be on !!onday 
oorn1ng. 

Thanks tor the publicity on Saturday. 

Well , I t hought it was about tiae. 

Yeah. Now listen , it you could put me in touch with 
the fellow that writes your letters, I ' ll put you 
in touch With t he tallow t hat prepares my answers 
t o you. You eee? 

Well, I write my own. 

Oh, . do you? 

Yeah. 

Well , then -- then •••••• 

I Just have these br ain- storms. I wake up on bri~~t 
oorn1nge w1th them and I let them go. 

Well, tar be 1t troo me to questi on 1t, but I get 
help . 

\/ell , I don' t blame you. You need help to answer 
that letter. 

Yeah. Yeah. 

(Laughs) tlell anyway ••••.• 

Well, anyway it'll bQ, along shortly. It you can tell 
me when you 'll kill d!t that debate, I'll have my 
letter ready tor you. 
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v: 

Hl'Jr: 

V: 

;: :Jr : 

v: 

'1: 

r:::Jr: 

v: 

V: 

:r:J r: 

V: 

V: 

- 2 -

tlell you mean I don• t get t he let te r unt1l arter 
th e debate? 

~o , you ' ll get it before . 

l>'e 11 I 1 d like 1 t very muoh before , Hent•y , beoauee 
I -- I do t hi nk that t here ' s a n awful- - 1f there•e 
no thing t o i~ t he count r y ought t o know 1t because 
t hero are an a>rful l ot or people worrying about 1t. 

I'll try t o get it up t o you t omorrow . 

Fi ne ! 

!'.ow' e the.t? 

Bully. 

And t hat will be 1n t1ce, ~~e debn te vill still 
be on, von't it? 

Oh , ye e . 

~/hat? 

Yes . 

Al l right, Arthur . 

lluoh obliged, · Henry. 

Goodbye. 

Goodbye. 
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TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

OATO October 2J, 19}9 

llr. Cochran 

!he Secretu7 telephoned .. a t 9&115 St.tur<!a7 IIOrniJI&, October 21, fro:o 

tho f ar=. l!o asked •• to obt&iD !roo llr. Welles a cop7 of the cab leva& fro:> 

.Ubftnador Bllllitt in re81U'd to Joint Jrench and British war pnrcll&oeo, alo~~& 

t:11 plM o! llo1111et , wllieh 1111~ llr. Well11 h&li brought onr on Wo4noo~. 

'l'he SOcrot&rjr alto ... ted •• t o be ouro that we had at loaot a -hra .. d 

co!}1 of the two ltenno47 11oooagea of last week on t ho -•r in wllich tho Brithh 

shou d h&ndlt their hank 4tpoaito and dhpoae of their aecuritieo 1D thio 

CO\mt.r-y . 

~he Seeretar7 lutructod me to prepare eablocramo to the ::l>D'bauieo in 

?arlo and London. lott111& thu mow :•bat our diaoUAIIiono thil paot week had 

been with their ti.D&Dclal repr .. ent&tlno in thio eountr7 1D reprd to h&Dd­

Unc p&y~:~enta for w.z atert.ala • 

. Jilrt!lei'IIOre, tho Secretar7 aokod ce to obtai!> certain data tro10 llr. l!aao 

n th reepect to tho price, at Satur~•o clo ol~~&. at wllich 11-T&ar 11-month 

liotu woald ooll, carr)'1D& 1~ and l-1/Sf,. !he Secrot&r7 l&id he would call 

• • back: at 121 )0 noon. 

Before proporin& a draft of tho ea'blocraae. I talked h7 tel.ophono with 

llr. Xnolte at 11 o'clock to contino tb&t the present airplane pnrchaoeo are 

talalo care of with !undo placed in the senoral account. ot the Bank ot i:ncJ.and 

and the :9ank of Jranco '11'1 th the l'e4tral R11ene Bank of lltw York. llr. Xnoko 

and I ~eed o.n our un4e:rat&n41Dg that the new account or accounta aboul4 be 

U:ClUI1Tel)' for the purcb&ee ot -.r •teriala. Mr. InoO ltreaaed the U... 

olrob111t:y of ooMono on tho Purcll&oi1141 OeDheion ha..-11141 authorU7 to draw 

•in.at thea• new accounta. Be alao empbaalsed tbat our 1DtPect 1on of t.heee 

&eeounta would not &1•• ue all r4 the 1Dtor•t1on 11hieh .. • 7 dA:eire. Coo ee­

'!l>ontly, n ohould -.lee arr&JI&OIOOnto with tho Pur<>hao11141 Co&IOieoioa to keep 

u.e informed of thei.r ordera, contraota. etc. 

lhon t ho Secret&r:y ealle4 at 12ll5 I p.TO hia the proll.ain&r7 tlcureo wllich 

l!r. llaao bad oub!Oittod to ... 

I read t o the Socretu7 tho draft cablocr&mo wllich I had prepared for 

l.ondoo an4 hria. lie o.x. 'd thea ao rea4, an4 acr••d t'bat tha7 ohould he tar 

the confidential intoraation and p idanct of tbo .U.haooa4nro, with no rotoronco 

beiac made the.roiD to IIeure. Bnttorworth and llatthewo. 

CONFIDENT1 A'-

• 
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xs oloaiac. I le\ u.o ~ llao1r \loa\ •· L1'"M7 la4 \el.....,.. .. 
at 12115 troa \M 1\a\e Dope ? • u4 la4 _ _. \o M Uoo "PiT ~ 
,t,abUI04Dr r-<l:r 1a ......-4 \o u.o plea tor u.o u .. ot.uoa ot llrlUoll lool4 
.1110rl..,. oooal'lUea oa U.0 AMr1.a ....... I pn \lie -\ar7 Uoo Jld4ll 
pol.nh of \b1o oel>~. &o I la4 -1n4 ,_ nw \M \ehptmo Ina .... 
Lin007· file ~ \d4 M \11&\ \bio •"• wnl.4 'bo \U:n up oalloaolq 
oorolQC. 

• 

CONFIDENTIAL 

Regraded Unclassified



TREASURY DEPARTMENT 'r j 
-l. 

INTER OFI'ICE COMMUNICAT10N 

DATE October 2} , 1939 

ro Sreratr.ry 1·tor t;enthau. 

f ROM 

Tht ror ei,n exehenbe ze.rket re~ed t ho quiet condition which preveil ad 
lr.u 'lite' . The eterll Q~ rAte :f'luctul'.t ed within n tkvrow r en&e, and cloacd 
, . L.JI-1/4. 

In !:ev Yor;c, t~e bo.nk• e;;ain r eportC"d. M t.beonco ot en¥ wbstuttal order s 
:ro:. r.C rord. '7ao only t r :?Jl&action of iatertet vr.a t bo mu-chc.ae by the Gu.uen.ty 
:..,,, t C?:f")e.r.:,• or 1.6<),000 cable trane.fer for 90 ~~ d. ell n nt !ron AJ:deraon 
,.1, !>C en::. CoCIIPCDY· OrcUlut.rU.y t.hc bank• VO\lld not 'PW'Chue a. coctre.et for 
.•:l<er; aa f•.r oheed ,.. 90 daya, but ln t r.h caae the <lllNM=:t' Truat Corop8J17 
u~c.c:~.tl:· 41d no t obJect to =aki~ t he contract on t h.t\t. bn.~h: . !his t r anse.ctloo 
vo• lt tl\rouch a t ~ dhcount of }~ p•r pound. for 90 da;ra . 

7ho other lel!;)~rtant C'Ur~ncif.s clo1cd. at t he follO\orln! retea : 

French f r mca 
Guilder• 
Swiss f re.nca 
llslgas 
Ce=de 

.0227-1/8 

.;309 

. 224} 

.1677 
lo-1/2~ Dlocoun t 

'tnt Chinoae yurn hAl shown ao=:e iCil)rove:nent durin& the ttl!a: vee:: , o.dvaneinc 
~ro: . 07- >/16 on October 16 . to . OS-3/1"€ to4ft.)· . 

Ze-or t 1nc banka ln t'ev Yor f.: e.nd t be l'edor •.l lleeerTe 'Bfttlk r erorted aalea 
tot· 11"<. '<!JS ,OOO, !roo tb followiQ6 aourcco: 

Co.;~~~erclal eoneer ne •••• • •••• ••.•••..•.•.•••••..•.••...••. · ••. · .• · . • I. 213 ,000 
Fore! en 'b&Dka (llurcr:>e) ••• •• •• ••• ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • •• • •• ~*~ - -:o tttl 

Purchaa .. of atcrlle<: ..,.,unted to :1.:;48 ,000 aa !c41cated bolov : 
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~, ... - ;. ,_ 

'lbt 'bonka alto reported tbat tho Brl thh Control purebaae4 aterlllljS •crant­
ICC: ~0 IJ.O,OOO at t ho ott1clal rat. or 4.02. 

The Svln l!o.Uonal Bank aold $10,000, 000 1101<1 fro• tbolr aarmarltod accoUDt. 
~be Bc.nlc &4vha4 tho Federal !toaorro Banlc thnt t hla a&lo ot sold """ noconlt&tad 
by ito oper"Uona in tho foreign oxohango ""rke t ln aupport ot tho Svioo frr.nc. 

T: e Federal Roaorro Banlc lntorced ue tbat tho;v bad not rocohod &»¥ roporta 
of ,old ohlp010nt1 tO thla COUDtr:y, 
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TREASURY DEPARTMENT 

INTER O FI'ICE COMMUNICATION 

DAn Octo~r ~. 1939 

TO 

PIIOM Mr. Ooobru 

'!hi• ~tei'IIOOD llr. bon tol4 .. 'b7 telepbono tb&t llr. Oo'borne ol the 

:S.U o! ~. at pr eoont 1ll Cana4a, with the l!r1Uih Purcllaa~ Coaaiooio,.. 

called h1a fro• Ott••· 11r. Oo'borno otate4 tb&t t ho Coaaiolion • • plocillc 
o $10,000,000 or4or for MCbino toolo with the Jlrhtol J.Uplano Clooq>aD7. 

l'bh eallo for 4ol1ve..,. onr 14 110ntho, $1, 000, 000 would have to be paid. oa 

aecow>t over t ho noxt oix or eigl>t .... leo. Ulllou 'llath1Dgton r a1oo4 ooae 

oppod t1oD to the p~. the Br1t1ah would lika t·o I::N¥t1- to hu.dle theae 

-Dts thr~ a contiDu.r.Uon of their ....._..,nt with the J'ooieral Reserve 

:S.U o! II•• York, oiebitillc tho Bank o! l:D(l.and accO'IIDt with that iDoUtuUon. 

fhh plen oould ~ follo•d pondiDg a con....,..uon of tho ~ent which 

at 4hcuaooc1 with uo loot • ole. I told llr. Jtnolce that thio plan •• au-'blo 

to ua. 

CONF\OENT\AL 
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r.!"Jr: 

Jeoso 
J ones : 

J : 

s:Jr: 

.. 
:-::Jr: 

J : 

l:.Jr: 

J : 

J : 

J : 

H::Jr: 

J : 

:r.·lJr: 

J : 

!!ella . 

Hello , Henry. 

Jesse? 

How are you? 

October 23, 1939 
8:55a.m. 

Pretty good, How are you? 

I' a about -- pretty good would deocribe me . 

Are ;~ou back? 

I ' m at the Treasury. 

Yea, air . 

:.64 

Jesse, do you remember about ten do.ys ago I asked 
you if He wanted to borro>< oome money rrom you 
could you use r.tOl'e than 250 or io 250 your price? 

Tho.t ' e about our price, Henry, but oan I call you 
baok? 

Yes . 

I'll call you back with in an hour. 

!Ught . l/111 o"OU, becaus e I IIAY want to do you 
next. 

AJ.l right. I'll call you back \tithin an hour, Henry. 

Thank you. 

Goodbye. 

• 
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Operator: 

Jesse 
Jonoo : 

J: 

~:.Jr : 

-. ' . 

J : 

::::Jr: 

J : 

:-":Jr : 

J: 

:-::Jr: 
-. . . 

Yes, sir. 

!iollo. 

Henry ••••.• 

Yea, Jesse, 

October 23 , 1939 
9:06 a . m. 

t:ould t!'.1s afternoon do t o t ell you1 

Oh, yea . 

:cs 

Ah -- 1:ull1gan i s out of to>;n this c orning , will be 
back a t noon. 

Oh, yes . 

I don't think there ' s going to be any difference. 

No , no . This aft ernoon would be Une. 

In all events 1t would not be over 300. 

That ' s all righ t , I ' m just l ooking -- trying to look 
a little - - a coupl e of days ahead. 

Yeah. 

This afternoon will be perfeot . 

Veil then I ' ll call you • 

Thank you. 

Ooodbye . 
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!f.:Jr: 

Opera tor: 

Jere 
Cooper: 

;.:::Jr : 

C: 

::-·.:r: 

:: 

c-:J r: 

C: 

:c:Jr: 
.. ,, 

C: 

::·Jr: 

C: 

C: 

Hello . 

Oo ahead. 

Hello , 

October 23 , 1939 
10:03 ..... 

Oood morning. 

Hello , Henry . Ho" are you teel in -;? 

I'~ tlne , how are you? 

::ell, I picked u:> a cold o ver t ho •·eekend. Feeling 
tdnd ot tough t oday but o t hen tile all right . 

'reeh. 

I hope you had a nice trip u..o in t he country. 

Very nice • 

VI ell, tha t ' s fine . Hen>'y, I want to call on 1·ou 
for a little favor 

Oo ahead. 

I have an a>~tully good friend , Rico A. I ngram --
1-n-g~r-a-m •... •. 

Yeah. 

He hao """lied to your ot~n ~11laon dovn there for a 
? lace w1~h the special a~ente or oecret se rvice 
Whatever 1t is, t h e !>l'Opcr doel"tlatlon there. 

Yeah. 

And he ' a trom oy diatr\ct , an exceptionally fine 
high t 'fpe fellow , •..•• • 

tlh- huh • 

• •• •• • and I ' m mighty anx1ouo to holp hlo every way 
I can a nd i f you can give me a 11ft on th&t I ' ll 
certainly appreciate 1t. 

•rb _ .... 
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c: 

m:Jr: 

C: 

!:'-::Jr: 

C: 

C: 

m:Jr: 

C: 

Well , I ' ll -- I ' ll look i nto it right avay. 

I brought him up here in 1931 or '32 I guess it 
was and he was superi ntendent ot the postotfioe 
here in the House office bui lding, end then later, 
about three or four years ago I guess it was , why 
he go t a place as investigator with the coal com­
mission and did some tine work with them there; 
but of course t hat's about folded up now you know. 

1/ell, Jere, I 1 11 have the boys take a look at 1 t 
and -- and I 'll look into 1t right away. 

\:ell, thank you very much. I sur e appreciate your 
kindness. I'm sorry to bother you but ••••. . 

No bother. 

••.••• it' s a matter of sufficient importance to me 
that I vanted to ask you to help me with it . 

0 . K. , Jere . I'll be gl ad t o look into it. 

Thanlt you so much. 

Goodbye . 

Goodbye . 

• 
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Operntor: 

:t!Jr: 

0 : 

Geor~ 
:~arrieon: 

:-:.Jr : 

·.;, : 

H: 

Hl:Jr: 

Operator. 

George Harrison. 

Hight . 

(Brief !)ause ) 

Hello . 

!:Z. . Harrison . 

Hello. 

Hello , Henry. 

Ootober 23, 1339 
11: 11<> a.m. 

~ ... a _o 

I tried to get you before Ecolea. I won. ~ello? 

Yea . 

I say, I've won. I onlled you baolt before Eccleo 
oould. 

Oh, you won . ~es . 

Yeah. George , l e t me nsk you a ~estlon . You 
tallows who are in touch in the oar ket - w~ch 
iaaue haG the better under-pinning, J.larch •44 or 
Septenber 1 441 

!.:arch. 

l:&rch. 

That 's t he area or t he beat de~nd r i Ght nov. 

Right . 

And t ha t was another reason we tavored tha t over 
t ba Septeober. 

Ub-buh . 
lie t hink the.t 1t will go better anyway. ~ot t hat 
you won't have - - not tha t you ' l l hnve any trouble 
with the September •44, Henry, you won't. • 
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:::Jr: 

:-: : 

r : 

·::.Jr: 

~ : 

r:'Jr : 

ll : 

E!.Jr: 

i! : 

~ : 

~:Jr : 

~ : 

S~Jr: 

!! : 

;;::Jr : 

P. : 

- 2 -

, rg _ ... 

::o . 
That ' ll go all right . In r ao t, it may go a little 
too 11ell a t t hP.t pr i ce . Tha t ' s t he reason >~e f elt 
the premium was n i gh . The ~!aroh one seems t o be 
just the r i (!h t price ; 1t hits t ho value ot the 
ri t:hto right on the het.d . 

Does 1t? 

Ian ' t t r.e. t - - jus t abo\tt . The r1gh to nrc about - ­
jue t t he sa!'le . 

·;:ell , I tell you, Geor ge -- e:':.OUPO :-1e ; did you ~a.7'tt 
t o eay eo:et~1ng eloe? 

It' s Just -- it's Just cl1:;>Uy a lHtle l ouer t !lt:n 
the value ot tale ris-hte . 

'l'hat ' e all right . 

But it ' s near enough to t he value ot t he rights . 

\~ell, you like tha t . Xou ' d r c. ther have 1t under 
thnn over. 

Xes . 

\/ell you di d rne a real t avor , Oeo1•ge , by bringi ng 
t hin to oy att ention. 

\iell , I -- we tel t it <tU1 te strongly so I we.nted to 
let you know right away. 

And 1f you don' t near trom us by t~elve o ' clock , 
we ' l l take your advi ce . 

All r i ght . 

Very , very much obliged . 

All right . Good work . 

Thank you. 

Goodbye . 
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TREASURY DEPARTMENT 

INTER OFFICE COM MUNICATION COhTIDENTUL 

OAT& 

TO Seoretar~o~entbau 

llr. H~~ 
The Business Situation, 
Week ending October 21 , 1939 · 

SubJect : 

Summo.ry 

(l) The buei ness p rospect for early l94o is being strength­
ened by: (a) a new wave of steel buying f or delivery attar 
Jenuery 1, stimulated by the ballet that any increase 1n steel 
orlees at that time will be moderate· (b) a rlelng volune or 
orders in •secondary• industries; (c~ definite order s being 
pl aced 1n t hie country by belligerents and by South American 
countries; and (d) automobile strikes, and a recent moderation 
ot tbe epeoulative buying movement, which are tending somewhat 
to restrain productive maladjustments this fell. 

(2) Steady 11qu1dat1on of American aecurltles by Greet 
Bri tain s ince early September, wbiob shows evldenoe or orgenl~ed 
selling , has been a factor ln causing a levelling-out or the 
stock prloe trend ln recent weeks. 

(J) The trend of bus1neee ac t ivity continues to rise; car­
loadings have increased to a new nine-year high under an 1n­
ereaeed movement of export freight t~ the seaboard; electric 
power production continues to establish all-time high records; 
and tbe actual product ion of steel is apparently greater than 
et the 1937 peak. --- ----

The general outloqk 

While the business prospect continues to indicate ecce 
sl ackening ln the first half of 194o following expected further 
gaine during t he last quarter of 1939, this slackening will be 
moderated by several s t rengtheni ng influences. 

An important development baa been a new wave or inqulrlee 
and ordere tor eteel products tor delivery duri ng the first 
quar ter or l94o at whatever prices may be ln effect at that time. 
The impulse to order now has arisen portlY rrom a tear that 
production of steel tor the first quarter may be sold out ehortl7 
after the books are opened at the new prices, and partly from a 
growing belief thet any 1ncreaaes 1n prloe will be moderate . 

• 
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llost iiiii)Ortant among the prOducts in demend tor earl)' 1940 
are railroad steel, automobile steel, and tin plate . Automobile 
assembly plants are reported to be ordering tor 1940 deliver,. 
based on the expectation that this will be a ~.500,000 t o 
5,000,000 oar season, versus ),~70,000 oars (including trucks) 
in the 1939 season. 

Opinion is gaining ground in the steel industry that any 
first-quarte r increase in steel prices will be held to a moderate 
$2 to $3 a ton, which steel makers say will not cover lnoreaeed 
costs. While major steel companies favor a policy or restraint 
on price i ncreases, some or t he smaller companies are already 
a aki nb and getting increased pricee tor deliverr in 1939· 

There is some feeling in t he industry t hat raw material 
prlcea ClAY work lower &fter current shortages have been cor-
rected by increased supplies, thus reducing steel costa. Steel 
screp has decl ined $1 .50 a ton, according to the Iron Age averages, 
after reaching a top at $22.50 during t he week or October 3· 

Demand spreading to •secondAry• industries 

A second factor tending to strengthen the business outlook 
for early 1940 is an increasing volume or orders now going to 
•secondary" industries, which make materials and equipment for 
t he companies produci ng finished products . The filling of these 
orders will continue to offer support to t he steel industry and 
various other industries after new orders for finished products 
tavs fall en orr. 

In addition to expanding orders tor semi-finished products, 
end tor such prOducts as automobile parts and railwar car parts, 
t here h~a also been an increasing volume or orders tor business 
ltacbinee, heavy trucks, electrical equipment, and agricultural 
1Qpl ementa, derived from the rising trend or buaineaa. 

An illustration or the lag between pr1mar7 and secondar7 indue­
trial orders wae given last week by the OO=Ptroller or the American 
Steel Foundriea Company, makers or railw&f equipment, whom I called 
by tel ephone to inquire about their order& in September, which 
were lower than in August despite the marked increase in new freight 
car orders in that month. He explained the diaorepancr b7 saying 
that after the railroads had placed orders with the freight car 
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builders , the oar bu1ldere would place orders with hie 
eompany t or necessary couplings, wheels , etc., but that these 
~ere not entered ae orders until after they had passed through 
the engineering department and were approTsd tor production. 

The lag in getting p roduction or "secondary" materials 
under way tends t o cause a temporary shortage or such materiels 
during the early part or a rapid business rise, which is 
nrobably one reason why prioes or semi-finished goode recently 
hsve risen more rapidly t han prices or finished goods or raw 
meter i pla. 

Foreign ordera i noreaaing 

The tirat large war order to be plac«l.in this country 
a1nce the out break or the war, or at least the t irat to receive 
publicity, appeared lest week with the news t hat the French 
Government had signed a $J,:;eo,ooo contract tor 2 , 000 trucks, 
to be del ivered e arly in 19~. 

Other large truck orders by that Government are reported 
to have been placed or in prospect, but details are not yet 
ave1leble . The company with whioh t he 2,000 truck order has 
been placed is reported to be making inquiriee from parts 
euppliers tor parts to make an additional 2,500 trucks. A 
newa i tem laat week mentioned that the nll i aa governments are 
eoneldering the purchase of ai rplanes totalling $350, 000,000 
1n t hi a country upon repeal of the embargo. Blnce t hese war 
ordere wi ll obviously be pressed ror early delivery , they will 
t end to support busl nese activity early next year. 

A recent survey of vartoue lnduetriee in the 12 Federal 
Rese rve districts, summarized by the Federal Reserve Board in 
a conf idential reoort on October 1~ . mentions ether inquiries 
and orders f rom ~lligerent nat1one aa wel l ae from Sout h 
A=erioan oountriea. 

Recort s f rom oompaniee 1n the New York district mention 
that recent inquiries trom European oountriee tor eleotr1eel 
eoui pment have now been translated to a large extent into 
ac tual ordera. In the Chicago diatriot, sizable orders t or 
oo-er equipment are being negotiated by South America, 
acceptance being dependent upon the availability or dollars. 
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In the tara equipment 1nduatrJ, the Chicago diatriot 
reporta that the British and French Governaenta have &eked 
tor bide on crawler tT.Pe tractors, light trucks, and other 
equipment tor delivery before November 15. Bubetantial ordera 
nave come from Canada, and an inoreae1ng volume or inquiries 
1a being received from all world points formerly supplied by 
Oel'OianY and the other bell1gerenta. 

Overproduction threat moderated 

The threatened development ot eerioua overproduction thie 
tall in various induatriea, due to inventory accumulation, hae 
been moderat ed somewhat by the more conservative attitude taken 
by many buyers recently, ainoe prioee in the atook and commod­
ity markets have tailed to show continued improvement. There 
has even been some disouaaion in trade papera of the possibil­
ity ot hedging aoouaulated atocka ot goode in the commodity 
aarketa. Aa a oonaequenoe, the buaineas foundation tor the 
rirst part ot 191Kl appear• somewhat 1m!>roved over earl1er i .n­
dioationa. 

The automobile atr1kea which have reduced automobi le out­
put t wo weeks in euooeeaion, at a t 1ae when the seasonal tend­
ency ie strongly upward, will &leo tend to restrain too rapid 
a buaineea r1se th1e tall and atrengthe.n the later outlook. 

Oarloadinga reaoh 9-zear pe&k 

Freight car loadinge last week reached the higheat level 
ln 9 rears (aee Ch&rt ll ae an 1noreaeed freight movement to 
seaboard points added i ta influence to an already high level 

· ot domestic trattio. 

Exporh ot goode to Canada and South America -- largely 
coal and. manufactured product a such aa tana aaohiner:t , at eel 
produote, and ohem1cala -- appear to be expanding rathe r 
rapidly . This movement, reflecting t he reduced export ealea 
ot belligerent European countries in the Yeatern Hem1aphere, 
ia becoming a factor ot some 1.mportance in the demand tor 
u&1lable freight car a . 

Stock market activitY 1ncreaeet 

A tharp upturn 1n etooi:. pricea early laat week, 
pan1ed by a gentral 1aproveaent in oo-od1ty pr1cea, 
lnd1oat1on ot an inoreaalng opt1a1ta 1n thie oountrJ 
potential etteot ot aore 1ntene1va war operation• o.n 
neea outlook. 

aoooa­
ga., to .. 
o•er the 
our bus1-
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The atock aarket upturn, however, met ccnaider&ble re­

aiatanoe, and atock price• sagged during the reet or the week. 

The ruiatanoe wae due 1n part to an increaud volume o! 

atook eel.ee by Great Br1ta1n , which haa appeared on all up­

turns in the market eince early September. Instead ot general 

publi c selling, which would tend to be heavier on deoli.nee, 

th1a selling givee the appearance or an organized liquidation 

ot Aaerican eeourit iee held 1n Great Britain, ainoe t he volume 

i8 conaiat ently reduced whenever the market deolinea and in­

creased when it rieee, with the net alwaye on the aelling aide. 

Tranaaot i ona o! no other foreign countriea ahow t b1a tendency. 

Th1a ia clearly evident in Chart 2, in which the daily and 

weekly mova11enta or induatriil atcok prices are co~~pared witb 

the net volume or tranaactiona in American aeouritiee by the 

principal foreign countries. 

Deapi t e the tact that atook price averages have ~~ade no 

rurther gain since t heir earl y-S.pte11ber riee, in part becauae 

ot the reeietance mentioned above, t he foundation ot tbe market 

baa been atrengtbened by: 

(1) the continued i~~provement in buaineaa activity, 

and consequently in the outlook tor corporation earninge; 

(g) a relatively lllall volume ot margin apeculat i on, 

aa indicated by the tact that brokera' loana have been 

declining steadily during the year, and at the end or 

September reached the lcweat figure ainoe tbe spring or 

1933: 
(J ) a l arge volume c! capi tal available tor lnveat­

ment, with exoeaa reaervee up to new record h1gha. 

On the other band, our index ot confidence ( aee Chart 3), 

wb1eb repreaenta an evaluation ot the outl ook tor corporate 

earni ngs aa meaaured by the relation between pricee o! aeoond 

grade &onda and prioee o! high grade honda, haa tended downward 

ln recent weeke (lower eeotion o! chart ), attar gaining eharpl y 

in September. Thie rapreeenta an apparent trend toward inveat­

mant i n high grade honda (tor aatety) rather than in aeoond 

grade bond a ( tor profit e ) , and therefore 1a aeaumed to 11l.d1Ca<'!,_" 

8011e loea or ta1th in the protite outlook. 

Further evidence or recant inventory aoou.ulation, an 

unfavorabl e bueinau and aarkat factor, appears in a oont1nuad 

rile in co1111aroial loana. (Sea Chart ~). In t he pa.ot two yeara, 

aa abown on the chart oa..eroW ioana banJone tbroUgh a 

oyole ot axpanaion and oontraotion, aaaooiat witb epeoulatioa 

on price aove .. nte through axpandon and contraction or inventori ... 
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Th! pri ce eituation 

Commodity pricee, ae meaeured by the BLS all- co2mod1tiee 
index, dropped elightly the second week in October, a mcTement 
followed by moat or the subgroupa. Textlle and metal producta 
were among the few exceptions. 

27J 

Silk prices proTide the primary explanation tor an increaae 
in prlcea of textile products. AdTancee in pricee ot raw silk 
have been very ccneiderable recently, reaching the hlgheat l eTel 
ln almost ten yeare on t he expectation of a gain in raw ellk 
conawsption in the United State• 1n October, combi ned with a 
continued small margin ot surplue eilk avallable in Japan tor 
near-term delivery. 

Cotton textiles aleo contributed somewhat to the increase 
in t extile prioee. Present orders in the induetry are reported 
as autticlent to maintain production ot cotton print mille on 
an SO-hour, two-ehltt basis tor the rest of t hie year. Ullle 
are hesitating about addlng a thi rd shift, since they recall 
that l t wa s overproduotion r eeulting troa t he uee of a thlrd 
shift which precipitated t he difficulties ot 1937· 

A second exception to t he general sluggiehness in commodity 
markets ie copper. Though the domestic price continues at 
12. 50 cents, to which it was recently raised, there is an up­
ward tendency i n fut ures and export prices. The amount ot 
copper for 1939 deliver y ie definitely llmlted, and some ot 
the export 1nqu1rlee are tor large amounts whi ch may be diffi­
cult t o provide . Japan is proa.i nent as a potent ial buYer; aome 
reports say inquiries from thie aource last week were as large 
aa 5,000 to 7,000 tons. Estlmatee put Japaneee purchases in 
t his country in October as high ae 20,000 tons. Exports ot 
copper to England are now out ot t he questi on because ot a wide 
discrepanoy between the officially fixed prloe ot approximately 
9 oenta per pound in England and the price ot 12 . 50 t or e.xport 
from t he United States. 

lleanwhlle domestio copper producers are rapidly 1ncreaa1ng 
their output, rationing salee t or t he present on a dally baeia. 
September ealee ot 184,000 tons eetablished a record, but ac­
COrding to commentator• only 75,000 tone were tor iamediate uee. 
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Current business newt 

The New York Times index ror the week ended October 1~ 
gained an additional .8 point, reaob1ng 103.2, which was t he 
highest einoe the week or October 2, 1937 · The indices or 
automobi le production and lumber production showed rather 
sharp declines, miscellaneous oarloadinga were ott slightly, 
while all ot he r components showed improvecent. 

Electric power production continues to ettabl iab new 
all-t ime hi gh recorda (see Chart 5), influenced by an expand­
ing use ot electric power 1n steel plants and other i ndust ries. 

The rate or steel output last week climbed 1. 7 pointe to 
90.3 per oent ot industry capacity, which comparee with a 1937 
high or 92·3 per cent reached duri ng the apring aeasonal rise 
in April or that year. Because or a recent i ncrease in capac­
ity, t he industry is actually turning out more steel tonnage 
than at any time since 1929· The mai n bot tleneck in preventing 
an 1ncreass to full capacity is a laok or turr1oient pig iron, 
but t his ia being gradually over come aa more furnaces are blown 
in. Lack or oolte tor making pig iron is being remedied by 
pressing into service large numbers ot long-idle beehive ovens, 
of whl oh ~.coo are now in operation, and by i mporting coke from 
Canada r or the Urat time on record. 

Our weekly index ot new orders (see Obert 6) haa declined 
slightly, despit e an upturn in steel orders, because ot a 
further decl ine in textile orders and a alight downturn in 
orders tor products other than t t eel and text i l es. 
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TO: SecretaX'j' J.!or gentlwl 
FROll: JJr . Gaston 

Octo'.>er 23 , 1939· 

I 

I think you r:ay be intereated in sJ.or.cing over 

the atteched photostats and explanatory letter to 

CAptain lli.xOn of !:&val Intolli<:enee . .La a reoult ct 

our ecnversaUon witl: Captain ta.con we rell.rlquished 

thie particular investiGation to hie. 

Elmer Irey and Chief l'libon oro anxious to knCTK 

whether they should go fUrther with the other investi­

gation you ccmcitted to thee . lfiloon ha$ some ideas . 

The report from Boston is a bl&nJc and tlley have not 

heard !rom Chicago • 

. ~-
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October 2~, 19~9 . 

French purchases in the Uni t od S t ates , 

f, tnce October 16, the French m1aa1ona h ave placed to dato t h e 

rollowln ~ or<.lers , subject to n contingent clause in ease t ho nrl!la 

,, r ·o shoul d not bo lifted , 

I . CON'rRACTS SI'Hffil) . 

l. - \TIJ-'1\L AC!lR CO., Cleveland , Ohio , 

75 O'ltomo.t ic turn1n3 lathes . 'lr1dley •• •••. • •. •• ....•.. • 910.,Sl5 . CX 

2.- dno m & S!' ARPE: UFG . co ., Providence R. I . 

~ . - CINCIIINATI l.II LLIIIG ?!ACHD iE '' CI!ICI IOIM'I ORDlOERS L'IC ,, 
clnclnnntl , oil1o. 

b6 mO.clline tools • • . .... . ........•..•...... . ........ . .. 

4 .- !'., ', , BLISS & CO., Brooklyn, II.Y. 

374,400. ()( 

100 torpedoes •• ••...••...•....•..... • • • .•.......... . .• 1, 800,01>0.0 1 

S,. S1'1JDKBAKRR CORPORATIOJI , South Bend , Indiana • 

2 .000 trucks and spare parts • • •.•••.•.... : . ...... .... • ~,_540,600 . 0: 

~ .- .!II O'i'l' AF.ROIIAU'i'ICAL CORPORATIOJ; . 

4b~ MOtors , double speed • ••• • • •••••••.•••• . ......... . 4 . 829. 300 .ex 

7 • • Ul!I'l'lo:D AI RCRAFT CORPORATION • 

i> ratt tc. Hhl tney Propellers •• .• •• . • • • • • • • · · • • • • • • • • · • • · 

II, CONTRACTS TO Bl' ~IONilD . 

DOIJOLAS 1 100 motor a 087, motor .l'ri(;ht • 
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TO 

TREASURY DEPARTMENT 

INTER OF'FlCE COMMU NICATION 

Secretary Uorgenthau 

Ur.llaa~ 

DATe October 23, 1939. 

At the meeting Ur . Murphy gave you an •ort-the-eurr • 
eat1~nte or 100 28/32 as the probable selli ng price or a 
1 oereent Treasury note due llareh 15 , 1944. Upon a more 
careful examination we think that t his figure i s probably t oo 
conservative and reel that t he estimate should be revised to 
101 l/)2. 

' - .. . ' 
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TREASURY DEPARTMENT 

INTER OFP1CE COMMUNICATION 

OAU 0oM'MI' al, 1taf 

TO Socro\aJ7h-U... 

ntoM 1. B. Ba4lq 

mt'PTPM 

lft&rlSr Qp 1lJ1i ..,., Jrltt l'n!1w 

3 7ft· 10.1/2 ..... ., ,., 0. 61 100 •• ., .... 
(Sep\ , 111, 1NI) tJ 0,16 101.U 1 p \, U / a:A 

1- 1/ .. 0,86 101 •• 1 pt. • IN 

4 '"· 8 -·· 

.,,., 0. '11 100,17 17/ 1 ... 
<•arch 111, 1M4) 1J 0. '11 101. 1 poi.A\ 

1• 1/ .. 0,'11 101.10 1 p\, 10/33 

• 4 ., • • 10.1/3 .... . 1J o. • 100. 33 »/'&21>4• 
(&op\, 111, 1M4) o. tO 100. 111 1.8/32a41 

1•1/., 0, 86 101.11 1 p\, 11/32 
O.tO 101. 1 1 p\, 1/a:A 

1-1/4tf, 0.86 101.21 1 p\. at/32 
o.tO 101.23 1 p\. z:a/ 32 

•lal.t• 
M la\oroo\ .Wt \ oa a 1J uo\o wow.14 aU. -.1T 3/M*• '- \lie 
1 rlpU 1 Yol'M oa oa oDIIIMp. 

Rn\1t la\onu . 1. a. p 'riac llo~ 1J u4 1-1/.,_ tl•n• Doo• 'Mr 11 
w...U. 11M a-\ 1/ ...,. '- U. •rt.c~~\o1 Yll'M. 
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TO t!r . 1'/tlte 

TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

Percentnee 
C~ge 

':.8 ( 

Perem t ar,(l 
Cbcnr.o 

Otpcr Countrlro (eont 1d. ) : 

• -~· ::t."t.!1!o:-. 
~ t ~ r J:ru.t:.'\ ;Jr lea 

--tr 11.~ 
; :". 1 .. .it.• :.ll' ltlltS 

:: :\lt :1d 
.... 1" hh In.aa 
.• 't • • .ontt 
;!• " r 

Jr ~e~ 
::0\\d" 
.. t .. :1'\l 
-:r nee 
:· )'\n 

ll\:n nry 
~l.r.land 
J- r..rk 
.; .. h 
1 ·1:· 

....c"J: \lor 
~;on:f'y 

ll.i.r;tu" 1.n 
.otlterl.nn lo 
~ l,;lwt 

- 14.} 
- l!.. 5 
- 11., 1; 
- 14. } 

- 14. } 
1} .4 

• 11.9 
19.4 

- &.9 
- 8 . 2 
- 7. 7 
- 7. 5 

4 . 1 

- :; .6 
- 3·5 
- 2. 0 
- 1. } 

.9 

~••!len 
$w!t~ .. rllotn4 
Pol<ond 
G •rnny 
Y\.j'O; l.nvla 

Ou.Moml.n 
Von•:'.lolA 
CHlo, Of!1einl 
~Ue , Elo>or t 
Oolo >blA 

!lr:u11 , o::lc1Al 
: ro.:11, rrta 
Ar. ti'lr\., Free 
P.!'\1. 
::....nn1A 

C.iba 
c,w 
~MO.-,.-..;," , :.,ntrolle\! 
tr~"'';...~y , • .oontrolled 
•<.X1CO 

• 
• 

.6 

.5 

+ .OJ 

+ .l 

+ .s 
+ l . l 
+ \ , ) 
+ ;: .1 

+ ~- 5 
+ , .r.. 

• 
+ 9 - ~ 
+ :.<!.7 

f.~ - l!o r l\te quoted. 
(- • Ind.1c~tn no oh&nc:e . h,~1 !loon w.y1n.o: ,.tea o£ J;er Yor k Y•d• r• 1 n .. rvo llollk , ohen <>vallable . 

Othorw1Re closing r a te3 quoted 1n JournAl of Co~erce are used • 

• 
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PAP 

Secretary of State 

Washington 

2550, October 23, 5 p. m. 

FOR THE TREASURY, 

GRAY 

PARIS 

""8 - U 

Dated October 23, 1939 

Roc 'd 8 p. m. 

The securities market was strong today with industrial 

shares advanc i ng from 2% to 5%. Rentos were up from 70 

centimes to 1 , 30, 

The Journal Officiel publishes private saving banks 

withdrawals during the period September 16 - 30 at 735, 000, 000 

francs with depos i t s at 92, 000, 000, Thi s represents a s l i ght 

improvement over the preceding fortnight (Our telegram llo , 

2291, October 3, 5 p.m. ) and the Paris deposit end with­

drawal figures for the period ending October 14 as reported 

in our telegram No. 2513, October 18, 6 p.m. indicate a more 

serious trend for the current month , 

It is reported that as forecast 
L ~- '1l.._~ 'I JU. ...- rl--

firm (?)Treasury notes of one, two , 

Swiss banks have \&ken 

and throe year maturity 

in the amount of 200, 000, 000 Swiss francs at par bearing 

i nterest rates of 2!%, 3t% and 3t% rospoctivoly , As i ndicated 

i n our telegr am No. 2499, Oc tober 17, 6 p . m. the proceeds 
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PAP -2- 2550, October 23, 5 p. m. rrom Paris 

are to cover tho general mobil ization coats tor the coming 

months . 

Tho French Treasury statomont for September has sti ll 

not appeared in the Journal Ott1c1el and Couve de Murvi lle 

tells us that its publication will be delayed •a few days" 

c:ore . 

BULUTT 

EIG : NPL 

u 
'I ' ') 

' 

• 
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AO 

SEcretary of state 

washington 

2130, OctobEr 23, 7 p .m. 

GRAY 

London 

Dated OctobEr 23 , 1939 

Reo'd 2 :50p.m. 

FOR TREASURY FRO~ BUTTEIMORTH . 

1 . Th£ confidEntial information supplied in your 

1244 of OctobEr 18 was for a res ponsible official or 

tht Ministry or Economic Warfare who in turn statES in 

confidence that his computations to date indicate that 

Ge rmany possessEs about 1?5 million doll ars or gold and 

about ?5 million dollars madt up or scatterEd foreign 

balancts and somt rEadily mar ketable securitiES • Tht 

above art admittedly ts timatEs but have been chtcktd as 

carefully as possible. An attempt i& b eing madE to 

aactrtain tht availablE dirtct invtstmcnts . 

Today • a FIJiAI\C IAL liE'.YS contains tbt purpor t Ed t txt 

ot tbt Otrman-Estonian agreement tor th£ repatriation 

of tht Otrman minority end E1nzig draws tht conclusion 

that this constitutes e method of Otrmany securing 

foreign exchange and that be tween 10 million pounds 

and 20 mill ion pounds will bt obtaintd f r om Estonia 

and that it the same policy is applied to the othEr 
BaltiC 
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- 2 - #21~0 , OctobEr 23, 7 p .m. from London 

Baltic statts betwccn 80 million pounds and 100 mi llion 

could bt a cquirEd . "If the German Govtrnmtn t waa suc­

cessful in persuading I taly, Denmark, Hungary , Rumania 

and Yugoslavia to agrEE to similar measurEs t he total 

asst ts controlled by thc various German trusts would 

reach something of thc order of one hundred c~> pound 

sterling providEd all German minoritiEs were rcscttl<d. " 

This is , of coursE, nonsEnse but no doubt thE kind of 

nonsense that will bE r cpublishtd - because there is no 

possibility of thc rtquisitt nct increasE in production 

and exports from thEsE countrie s within 11 mcosurablt 

length of time . In the cast of Italy, a rtliablt but 

unofficial sourcE statts that somc 80 thousand ptrsons 

will probably bt moved from It11ly to Germany in accordance 

with the rcccnt Ge rman-Italian a3rcemcnt and that thE 

debit ittm created in thE (?)will bt between 500 and 

1000 million lira, that this will in thE main be a book­

keeping itEm which Italy will set off against tht s~ 

due her nationals arising out of tht GErman acquisition 

of Austria , Czechoslovakia and Poland . 

2 . All thE officially fixEd exchange r ates h11Vt 

rtmllintd unchanged throughout th£ pust wttk wlth thE 

excEption of the bElga whi ch was quoted 2~ . 8G-24 on 

Wednuday, 23 , 65- 90 on Thursday and rEturned on Friday 
to 
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292 

• 3 - #2130 , Octobtr 23, 7 p .m. !rom London 

to ita Wtdntsday quotation whErE 1t rtmaintd on Saturday; 

today ' a ra t £ ia 23 .75- 90. 

KENNEDY 

Kl.P 

( •) .t.pparcnt Omission 

'I ' I •I 

p~~l . !; " 
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RE FINANCING 

present : 

H.lt. Jr : 

Bell : 

H. li . Jr : 

Bell : 

Bell : 

H. ~. Jr : 

Bell: 

H.!l. Jr: 

Boll : 

n.!l. Jr : 

Bell: 

llr. 
h\r . 
~\r . 
Mr. 
1/.r. 
Mr . 

ll.aae 1 

JAurphf 
Ri efl er -' · 
H.e.nea ... 
Bell". 
lindley • 

October 23, 1939. 
10:00 a .:n . 

::.93 

oan, whllt i s the money pi ctu1•e? I see our balance 
i s ono m11l ion one hundr od sixteen. 

'!'hilt 1s right. 

(D1acuas i on off tho rocord} 

v:ell no•, OBn , if tomorro• I should refund 526 
million dollars worth or ueeeabe r notes and 1C 
I should next s ell 250 m1lli on dollars of RFC 
notes, and I would l i ke to do 1 t 'l'hUrsda~ or ?riday 
of thi s week , and then i f the following week I 
shoul d rais e 100 mi llion dollars for u. s. Housi ng, 
and if we shoul d sell 500 million dollars worth of 
notoa on the 15th of December to raise our cash , 
where would thllt leave us? How would we be si t t i ng 
f r om now until t he 15th of J.larch? 

Whoro woul d you s t ar t the bi lls? 

Let ' s aay we ' d s el l 200 mi llion i n stock. 

I have got into thi s pi cture 450 m1llion dol l a rs 
i n bi lla , 250 m1llion dollar• i n RiC and 100 mi l l i on 
dollars 1n Housing , with no othor cash up to the end 
of the year, I ces.n no '!'reaaur1 cash. 

Well, le t ' s sa y we ' d sell 200 million dollars wort h 

of bills and s tOP• 

Yes . 
And raise 500 million dol lars ot 
money , on t he 15th of December. 
and subtracting• Where woul d we 

December? 

ne'« cash, f1 ve - yea.r 
Do a little add in!! 
be on thO 15t h of • • •• 

•••• or March· Well , December •••• 

We would go into l!arch • •• • 

.• -~ 
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g. l! . Jrs 

Bell i 

H.)t . Jr : 

Bell : 

ll. )( . Jr: 

Bell : 

S. !A . Jr: 

Bell: 

Hanes : 

Bell: 

H. II . Jr: 

Bell : 

H. ~ . Jr: 

Bell: 

H. :&.Jra 

!loll: . 

H. Lfi .Jrt 

Bell: 

Rietlert 

Ahead ot tax receipts . Don ' t figure the tax 
receipts . 

~e would go into March with a little leas than a 
million and a half dollars. I'd figured a million 
and 230 and you add 250 million extra money into 
it. 

Only 200 million worth of billa . 

No . I got 450 and 200 million - I am adding soo. 
aee t 

!Mt we don't figure 450. 

I am taking 250 out or thia picture and adding 500 
back. 

And you Ciguro between now and the 15th or llarch 
these 200 million dollars worth or billa would run 
ortt 

Well . then your balance would come back down to 
about a billion and a quarter. 

Is that i ncluding the 500 milliont 

Yea. sir. 
!Mt I mean. if we keep on a 100 million a week from 
now until the 15th of Uaroh. let the 200 million 
extra run ott • we would have ••• • 

• • • • about a bi llion and a quarter going into JJareh. 

That would be ver, nice. 

Now. in that picture I have got another 150 m1111on 
dollars tor u. S. Housing in February. 

Yea. 
That ia about the time you want to aell . 

What 1a the matter with that p1oturet 

It ia all right. 

Why not keep up the billet 
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..• . .r:- : 

• • .Jr: 

•• • ·11' : 

ell : 

. ;.l. Jr : 

•ll'phy: 

- 3 -

That would cooe under tho hoa~ of pol i tic . I 
.:ou l~ say it woul d be not politic for n o to !U> ve 
mors than a billion nnd a qunrter bnlanco. 

Lot t ho 500 ~o 1n December . 

_ss 

r t/0\l l d like t o s ell 500 tlillion 1r v.e coul d get 
it ~n a five-year basis, then eo back t o a hundred 
n1ll1on lll'ld \'then we raiso f i ve or :~ 1x h1uvlred million 
b:; billG a c;a1n - we are a l TJays go inG un·ler t he 
as :;umpt1on vre cnn sell n f1 vo- y9ar note on the 15 th 
or tJecenho r , I i' \1e l et tho bills run o!'f agaL"l , we 
are oa cl: asni n to a hundN>d million and as . ine co.,es 
and t:a have , ot to t•a1se sevoro.l huntiN<I o i ll1on in 
bills , we can do it. ;;e nre not ~:lAkin any co.':tldt­
nont9 t oday of an:; ki."ld . 'l'o~ay , • annou:>ca we '11ill 
!all anothe r 50 Dillion dollart worth or bills next 
::ondn.y, s o ever yood;; !1an ·ot • woll , we have go t 
to•ln:T and ~esda:r and ,-,ay!>e · .ednoedny to thi nk a !>out 
whether we are c;oi ng to s ell 'i'hursaay or io':'i da:T that 
.ll·'C issue , but I a.t:1 thinking out loud so that evsry­
body cnn thi nk nnd I ju5t v:anted to ooe where we 
would be i!' we d i d it b y ''l'lnn A, " 

\.'horo doos the !larch re r undinr, C1 t into that , after 
tho firs L o f t he yea>•? 

\.o woul<l do i t just the rit•et t ime we !'Ot a chance 
to sell ton or twe l ve - yoa.r bOntla . Thn t is the way 
! reel todny . Ju~t as soon aa tho thin£ l ooks as 
though the bOnd tllL~ had l eveled off and the narxet 
would take a t en or t1fteon- :1ear bond at a r easonab l e 
rate , I would l et her go . Than tho:; 11oulc ca:le out 
and say with the e xception or 500 "'illion cash in 
Dec~ber the Treasury i s out o r the m3rke t until the 
15th of L.rch , with the exception o f t h is iions1ng 
1asue , That ought t o bo f'OOd news . 

Wo have a litt le i ssue he r e , 'Jr . '>ocrott<ry , for TVA . 
Thnt could be kent out of the p1c. ure aL~ost in­
definitely. It is only 60 n1ll1on . I hove l eft it 
out of here . 

Henry , vtill you share your wi sdon with me? 

I hnvo no dissent. 
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B.M.Jr: Oeorget 

IJAaa: I ba.,. none. I agree with )'OU, 

H,M,Jrl 

Hadley: 

H.H.Jrt 

Bell: 

l!&&s: 

B. I!.Jr: 

Bell: 

Hanes 1 

H,ll,Jr: 

Eanes: 

I!, I! , Jr: 

U. M. Jrt 

Hadle)'t 

Sounds aatiafactor,.. 

Dant 

I th1nk it 1a a gocd program, I quution a little 
ruab1ng the -rket thia week on RP'C. 

It ian1 t f irm, I mean be ia just tb1nk1ng. 

Ob no, I lUll just -pping it out. It doesn't ruall 
me &n)' to do it Frida)'. 

You can change aa late ae 'l'hurad&r if it doesn't 
look good at tbat time. It looka prettr good to 
me l'ight now, 

Well, 1f we did it Tbul'sday it migl>t be a good thing 
for the market . 

Yee. 

Well, thia ia all ten tative. I want to get it 1n 1117 
'noodle' - I bave got it there now, It that is all 
right, then let •a talk about tomorrow, wba t we are 
going to do tcaorrow. Bight, Johnnyt 

Bight. 

I don't kick myself. It looka lovelr tod&J, but these 
atoraa ccae up eo quickl)'. 

'llba t do )'0\1 aa)', Dan, 'lib& t abould we do on thia 526 
m1111ont Baa Ill'. Banes got a oop)' or thia t 

They are ~ing up aoae mo" eopiu • 

I will g i ve b1a mine 1n a minute . 

(lll'o Baas banda OOPJ ot 11181110 to ltl'o l:!anea) 

Ia there agre-t aongat ua tbat one and an ei_ghth 
will ba.,. a a&rkat price between ll/32nda and S/S2ndat 
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lindl ey : 

l! . t.: .Jr: 

;;ell: 

~ell : 

:1\orplly : 

r: .n. Jr: 

Hn<lloy : 

Hnas : 

H, !: . Jr : 

Bell : 

_ell : 

Faae : 

l! . !' , Jr: 

Hans: 

llacUey1 

- 5 -

That tiea in - New York has a:uctly the same answer ; 
1 . 3 to ·ll. 

How is the Haa s Di vi s i on? 

I don 1 t know \'.he thor Yle agr eo w1 th that or not, On 
tho close of Sat\lrday on one percent we figured par 
19. 

Ia that a minimum or a maximw:lt 

Well , I don I t think you can - I thinl< 1t 1s msl eading .... 

'l'ha t is all right , tba t is between who. t Hadley had , 
15 to 23. 

It h tl'.o most probable figure , 

That i s all r i ght . 

\\'bat have you got on one and Ill\ eighth? 

l'le had 101. 9 . 

He has got from 3 to 11. 

All right , we can ' t quarrel with that . 

lie would have a oean at 7. 

That is all right . 

Ooea anybody here think they ou•ht to do a one percent? 

'!'hat 1s just a little thin. 

The r i &hta are over •••• 

Don ' t cloud the issue, oeot•r e. I hate to hear -
seriously, forget what tho r1ch~a nre . I don't 
want to make the mar ket . If you t ell them, 
whisper i t to me . 
I thought you knew . I knOW appro:r.imat ely wha t they 
are. 
I tb1nk that a one percent i s a l ittle thin on the 
baaia, not only of the pri ce but tho tact that we 

. ,__,.,­_..,!"" 
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H •• 4. Jr : 

t-oll: 

t.ell: 

bell: 

;:ell : 

b. !< . Jr : 

298 

- 6 -

just put out a two- year iaaue for one percent and 
here wo are adding three yeara on at the anme 
coupon, even thouEh it is a different type of issue . 
The fact that we mAke it one and an eighth would , 
adele f rom tho price, decreoso 1.ho a ttractiveness. 
I believe it i s a lit t le thin. 

You cion 1 t ttant to tell u s , Dan, what the ins tt-uctions 
were tha t Ylent out? It woulcl. guicl.o me 1n my t hink­
i ng. I don't get all through and Dan sa]a, ·~·loll, 
that i s what I wired last Sa turday." 

No , to tell you the truth these instructions have 
boon out since we first considered this matter of 
a five - year note. Septe=bor 15th , 1944. 

\'ilul t were they? 

'.lo didn 1 t put out any rate i n it. tie will ju3t have 
to amend that fol"l. 

Thi s is abou t a quarter better, ian't it? 

Yo a . 

Supposing I call up Profeeaor ~ccles and see what 
he thinks. 

If you gave double interest , Mr . Secret ar; , you would 
add 5/32nds to the holders . ThAt ... oul<ln 't make any 
di fference 1n the price or your new i ssues. 

(On phone) Hello. (TelepbQne conversation with ~onsld 
Ransom follows : ) 
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t. .... - • __ .... r. 

:-1oneld 
Ransom : 

!\: 

:~::r : 

- . ... 
I .. ' Jr: 

R: 

:.f:'Jr: 

·:::Jr: 

R: 

!C:Jr: 

?-. : 

:-t::.:J r: 

R: 

Good corning . 

Oc tober 2), 1939 
10 :19 a . c . 

Hello , !~r. Secretary. Hotr arc you today'/ 

I ' m fine. How are you? 

T' m fine . I hope you are really feeling better 
these daye . 

Yes , I ar.t . 

'l'hat 1 6 good. 

llo:lald, >:e are Just in the midst or nalti ng a :>rice 
on thi s refunding for t omorro11. 

Yes. 

Have you fellows g1 ven 1t any t houE;ht? 

I ' ve t~ought --we di scussed i t ~retty fully the 
other dny before George and ::arr1 ner went over to 
eeo you. 

Yeah. 

Did they - - did they dieouaa price wit!1 you? 

Yes , they did . 

Yea. 

And they -- we were t alkl ng a~out a September 15th 
114 ...... 

Yes • 

• ••••• and they at t hat time sald l 1/S. 

'!'ha t• a right. That's-- that's my recoll ecti on of 
what our teohnlcians t old us would be t~e price 
which they t hought had a rnar g1n ct se.tety 

:::ss 
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!il!Jr: 

R: 

!!l:Jr: 

:t: 

::::Jr: 

;I • 

HJ.:Jr: 

R: 

H::Jr: 

R: 

!!l:Jr: 

R: 

!O:Jr: 

R: 

Well , the t~el1ng here i a mutual. 

Well , ot oourae, Marriner being a true Scotch and 
always wanting to get things as cheaply as ooaaible 
he thought maybe tha t price could be shaded· a littl~ 
bit, but I got the impresoion from listening t o our 
own technicians t hat t hey t hought it took about that 
to give it t hat assurance that you -- you would ot 
oourse want it to have. 

Well ••••.• 

Speaking tor myself alone I ' m not, ae you Y~ov, 
serving on the executive committee when Warriner 
is in town. I Just give you my own opinion tor 
what it might be worth. I should thi nk that price 
"ould be juat about right. 

Well, he isn't in tha t ' s vhy I 0ve asked tor you. 

Yea. That' s my own opi nion a bout it and while I 
t hink there was a little reeling tha t - - on the 
part of my associates over here tha t it mi ght be 
done a little cheaper , I don't t hink t ha t it was 
impressive enough to intluenos my ovn t hinking 
about it, and r elying on what the t eonioal people 
told me it would seem to me t hat that was about 
right. 

Well, Ronald, let's be • •.••• 

Isn't t hat about your teel1ng1 

Yeah. Yeah. 

And I hope you dO get -- get i t behi nd you this 
week. 

~/ell , we're plannlng t o do it tomorrow morning. 

Fine. 

And then, it e verything goes vall, Thursday or 
Friday we may --we' re t hinking now ot selling 
250 or JOO million dollars' worth or t hree-year 
notes tor the R. F.O. 

Yea. 
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R: 

a: 

!1: 

:r·Jr: 

~ = 

:::Jr: 

3. : 

·-r·· ... vr: 

?.: 

!-::Jr: 

a: 

:-~·Jr: 

- 3 -

So ; ou boys will have to be good all week . 

'.le 1 ll have to sharpen Ull t ourselves. - ou pencils and behave 

Tha t' a the idea. 

:o1 

Now, I ' d l1l<e to tell you if you ' ve got Just a 
moment , ~<hat my o>m feeling 18 about our own nosi­
tion regarding any sales which we might ~~e.· 

Yee.h. 

I th i nk our o~~ position would be strengthened e.~d 
the market ~ould be strengt~ ened ..••• 

Yeah. 

•••.•. 1! the public i nterested in t~e government 
bond '!la r l<et t hought t hn t we did sell llhen the 
o:n >Ortunity yresented i taelt. 

Yeah. 
Now we've abandoned completely the idee of n fixed 
portfolio. 

Yee.h • 

It m1eht have had sooe advnntagee at ttmee and I 
had thought it did have. I think perhaps there you 
and I oight have had a slight difference or opinion. 

\/el l I never was tor a nxed portfolio. 

~o, it -- it bad some oerit but it -- oerit 
over the dam and that' s Rll right . ~ow, 

unless we operate beth ways there will be a growing 
impression that it's fixed on t he up aide but-- the 
policy 1e fixed on the up aide but there 's a cor:t?lete 
rigidit y on the down side, Which I think ··rould be 
vary bod psychol ogically for the oarl<et. But or course, 
we can 1 t be stepping in and doing something when you 
boys er e selling over there unleoa the aituntion was 
very peculiar and you would suggest to us t hat you 
thought it >roul d be helpful . Such a situatLon m1eJtt 
arise but I don't t hink 1t exis t s r ight now. 

Ho. 
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R: 

m:Jr: 

R: 

r:::Jr: 

R: 

.... Jr: 

t: .Jr: 

R: 

R: 

r::Jr: 

R: 

;:~Jr : 

302 
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But ! do hope t:e will find an o'OoortunL ty t 11 
some or the secur1t1ee we've bou&ht becauee

0
w:e 

~ay very well ! 1nd oursel ves later on 1n a noeitLon 
"here we want to buy a lot more. • 

Yealt . ~I ell • ..... 

So much tor t he.t . 

I understand. 

(Laughs) All right. 

I just want to say, let's leave Lt t his way - it I 
don I t hear rroa t~e redcral Reserve Board, or 
r a ther Denny Bell, ••••• 

Yes. 

•••••• between now and twelve o ' clock •••.. 

Yes • 

••.... we'll take it that you fel lows are in symuat hy 
with our offering t omorrow , a September 15th, 44 a t 
one and e.n eight h . 

Al l rig.'lt , s ir. You'll hear f1•oo us by t>:elve if I 
develop any difference ot opinion. 

And 1t the t~ing continues the way it is !or the 
res t of. th e wee~, why we are s eriously thinking on 
Friday -- Friday or Thursday -- Thul•&day or Friday 
ot of fering 250 t o· 300 oillion o! R,F.C. t~ee-year 
notes . 

Yeo . You hadn • t s tarted nguring on a prioe yet. 

Well, the boys have done a lLttle prel1ml~ary and 
it would -- it looks like - - it looks l i ke about -­
oh, let ne see, one and -- I ' d eay somewhere between 
one and one and an eighth . 

I oee. One and one and an eighth. Thanks very much . 

Between one and onP. and an eighth . Somewher e 1n 
thnt neighborhood. 
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r-:J r: 
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All r i ght . I' l l check up with cy aosocie tes right 
away . 

trow 11' we don't hear - - Den doc en ' t hear f r om you 
by noon ••.•• 

Yes. 

!~!Jr: ...•• ,\le we t e.lte it t ha t eve r yth ing is lovel y . 

R: All r 15)lt . Thanks , !!r. Sec r e t ary . 

:: Jr: 'l'hanlt you . 
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Eelll 

H.!!. Jrs 

eollt 

nanos : 

3ell: 

l!.~~ . Jr: 

Belli 

!loll: 

H . .. :. Jr: 

:: 04 
- 7 -

Are you going to talk to New YorkT 

Yea . I thi nk we a re all right on thie, I haven't 
had a chance to say anything to the President , but 
I think you could get out , ••• 

•••• a letter for hi m before you eo to lunch? 

And I think you could send a te legr am to tell them 
t o put 1n one and an eighth , •;,o will give the11 a 
release on it right a f t er lunch. Don't you think 
so, JohnT 

!light. 

VIe ought to charge a lit tle prel:lium 'on this, It 
is a little rich. 

llo. 

Twenty- f i ve cents wouldn 't hurt them. 

Are you serious! 

I thought we mi ght bring it down a quarter of a 
point , down to par or a little lower. 

(On phone) Bello. (Telephone conversation with 
George Harrison follows ! ) 
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I!!!Jr: 

Operator: 

CCOl:'38 
::arrl son : 

::::Jr: 

::: 

F. : 

;o(:.Jr: 
... 

lf:Jr : 

H: 

:-Z'Jr: 

F. : 

~::Jr : 

l! : 

!l:.:Jr: 

H: 

Hello . 

Hr. Harrison . Go ahead . 

Hello . 

George .....• 

Good morni ng , Henry. 

October 2}, 19}9 
10:27 a . m. 

:as 

~ood aornln£ . Ve're sitting her e - you ' re on the 
loudspeaker and serious conclave on tocorrow's 
refunding , and I Juet wanted to know Whe ther you 
had ohanged any s ince Eccles t old me how you and 
he telt . 

No , I haven't changed at all , Henry. 

Yeah • 

I haven't talked w1 th Sproul or Rouoe thiS morni:tg 
thou~h 

Yeoh . 

And I 'd r a ther have a l ast-minute sessi on with them 
before I say anyt hi ng so formal ~t the loudspeaker . 

Right . '.iell, after you've had yow· oonclave vi th 
theo, let' s leave it t h1e way-- it -- it ve don't 
hear trom you between now and twel ve o 'clock .••.• 

Yes • 

• .. • .. we take it t:'1D. t you tellowe reel one E..'ld an 
eight h tor Septeober 15th 44. 

That' s right. 
And it you do reel differently would ~ou call Dan 
Bell , please? 

I shall be glad t o do so . 

Now •••••• 
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::: 

:t::Jr: 

H: 

·~:Jr : 

;.::Jr: 

·::; r: 

!: : 

;::Jr: 

:: Jr: 

:-: : 

::::r: 
~ : 

!f.:Jr: 

·;:·Jr : 

:o6 

And I hope you ' ll be able t o do it, bu t ! see no 
reason why you shouldn't. 

Ah -- Danny t~ought we mi~t oven charge t he fellows 
t>:ont_y-f1 ve cents or a osnt and a qunrter; -- too r i ch . 

(Laughs ) \·/ha t ' s he go1n~ to do? Io he go 1:~;s t o 
ge t sharp now'l 

I don't knoli. He Just said t hat Juat a second 
before I picked up the •••• . . 

I see. 

- - the receiver . 

\:oll let r.:e talk to t l:e boys here vho hc.vc no doubt 
aeon the dealers t~ls morninG w~o~ I haven't seen . 

\iell now, the other t!~1ng is t~i s, \!C 1 re oer!ousl y 
conoidering T"nursday or Fri day ofter1ns e1 t t.er 250 
or 300 oillion of t hree-year ~ .r . o . notes . 

Yes. 

Think t hat one over. 

Three-year R. F. C. on Thuroday or Fr1~ay . 

Yeah. 

~hat isn't t oo close? 

Oh, I don't think so. You telloua have oc t to ad­
just yourselves to what ' s going on abroad. 

(Laughs) 

(Lau(;llS) 
I get the point. I t ' s not fair to throw an argu~ent 
my o•m arguDen t back i n my t aco • 

Well you :mo>< 1 __ you ' ve go t some that I haven ' t . 

Yeah, well , I t h i nk that t his .• .. . 

Oh , yoo , I know. 
bombi ngs . 

Bu t we like to got it between 
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r:.:Jr : 

H: 

:r::r : 

::: 

:::Jr: 

I' ; 

::Jr: 

·~: : 

:-::Jr : 

::: 
:;·Jr : 

H: 

"1:J 1 .. ! 

!! : 

H!!Jr : 

h: 

:-:~Jr: 

.. 
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Yee..'t . ~lell I t h1nk it's ent1roly poee1bl b 
they are t.ro different k1nde or lseue anr!ay~oauee 

Yea..., . 

Ono •a a new. 

The. t ' a r1g.'tt . 

Relll ly. 

Yeah . 

And " e :-.ad t....,ought t;!nt ~·ou >:ould ::a1t :'robably a 
wee:: between t :te t\to . 

Oh, no . 

But I ' ll -- I 'll cha t th• t over 11ith S!>roul and 

t\oune too . 

'tiell, l<e would - - t hat I don't have to )lave an 
answer by twel ve o ' clock. 

No , I under stand. 

I can ta:Llt to you nbout t!'lat ne;ain tomori'O" · 

All right, well 1f you hear nothing trOL1 o e >~1th1n 
t ho ne xt hour, 1 t w1ll o e1111 det'1ni tely t hat 100 

reel the same. 

\lei t a Cll.nute . (Brie! pauoe wh1le :;:: , Jr tnl:ts to 

one or men 1n h1S otf1cc. ) 

Bell spoke t o theo about an idea I raised Saturday -
just rateed the quest ion c.~out eell1ns extra notes 
to re.tee cash on t!:18 ear.ICl note , but t hat 's out. 

\/ell, I hope 1t 1&. 

That' s out . 

Ye s . 

Thot ' e out . 

First-rate . 

o. K. 

Ooodbye • 
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H. t! .Jr: 

Bell i 

H, IJ , Jr: 

Bell: 

HEmcs : 

l!. L!. Jr: 

Now, what you do 1s put 1n one and t.n eighth, At 
five minutes of 1 : 00, be here with t. letter for 
me to give the President to sign and then I will 
como back . 

At 2 : 30, we can give them tho final one . 

Yes , and then following your plM "hich was so 
successful lest week , I will tell them at 4:15. 

~•e will make this a release. 

Bu t tell the men we will relet.se it as of 4::!0 , 
Eastern Standard Ti me . It &ives the men 1n the 
Street a little chance to £et it out. I thour~t 
it went over all right laat week . It £ives the 
fellows a chance to writo a letter to their cus­
tomers and makes them feel good . The ,..rket is 
closed . It just gi ves them a chance to ge t thea 
tos other. I think it is a kind or courteous thin& 
to do . 

The mechanics are all settled. All you ~~ve got 
to do i s just amend to got the rate . 

Yea , but I mean 1n the Stroot and the Government 
bond business, i t gives them a chance to write a 
letter to their customers, which the:; will get i n 
tho ~il the next morning. 
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October 23, 1939. 
ll: 15 a.m. 

present 1 Nr. 
Mr. 
Mr . 
wr. 
Mr . 
Mr . 

Haas ' 
llurphy' 
Bell' 
Hanesy 
Hadley' 
Rio !lor" 

H. t.:. Jr: 

Bell: 

P. . II! , Jr: 

l!adley : 

"TO THE SECRETA~: 

"Governor ~rioon just called me and ve 
me t heir es t ima tes of 'lha t tho propos ef 
1-1/8% September, 1944, no to would aell tor 
in tho market . His prices agreed with Had­
ley's. lie said he thoue)lt i t was too rich 
and that a 1% was entirely too thin. He 
ia not in favor of a pre.Uw:l on tho 1-1/ 8% 
but feels tha t a 1% llarch , 1944, would be 
Just about r i ght for this market . 

"They are not opposed t o your issuing the 
1- 1/8% September, 1944 , no te , but want you to 
know that the Now York Bank f eels i t is entirely 
too rich. 

/a/ D\'IB" 

I think George i s right . March 15th is four years 
and f i ve month&. Bow does tha t f i gure out for the 
Government i i' we did it in f oUl' years v.nd five 
months at one percent as agains t tour year s and 
t en and a bal f months at 1 and 1/SthY flba t is the 
difference 1n the cost to the Government , cover ing 
both per1ode, I meant Jiow much in teres t would we 
have to ;>&Y, fO).l =' years, ten Gl'ld a h8l l' months a t 
1 and l/8thf I would 11l<e to know how much int erest, 
how much interest we would pay at t our years and f1ve 
months at one percent. Take your ti,e and get i t 
r i ght , boys . 
You are paying a difference of t &SO, OOO a year. 

For the full period. You bave got to mul t i ply i t 
out. Between four ye•r• and five months at one per­
cent and t he other is four years, ten and a half 
at 1 and l/8th. 
I get a l i ttle over 23 million on the rour year, 
five months at one percent . That is the total 
intereat payment for the 1aaue , and t lla other i a 
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Hi • flvr : 

<ell : 

:ie ... l l :• : 

~ . f . • Jr: 

l:i e rlor 1 

:! • .l . Jr: 

.ieflcr : 

, . . . • Jr : 

b . !. . Jr : 
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a bout 26 milli on or 27 million, t.bout three mill i on 
and thr e e d i f ference . 

Countin p; t h a t you nave t o pa y 1nte1•es t on t hat monthl y 
basis? 

lihut wou l d b e the di fference f o>• tho fou r ycaro , f ive 
nnd 11 hill!' months between thu t YIO? 

About .,.2 , 400, 000 fo r the four years , five ancl a half 
months , sllving in intar~st , You could use t ha t two 
million 400 thousand . 

7hat 1s the sav ing you coulu refund ln Wn~ch, 19 44 , 
ut 1 and 1 / S th? 

Co<opnrln.:: t he four nnd a half and tho f ive year l:ond 
ami assuming thot you have to pny an c i r)lth c ore 
ove r the 1'11.o l e per i od , I eet t.:o and n quarter sa the 
ra t e you YIOul<i have to pa:f aur1r.g t:1e ton:> on a 
six months p e r iod in or:l.or to breok even , i Fnoring 
compound i nte r est. 

\/hu t do you f e l l ows t h i nk? 

It wou l d proba b l y b e 11 r clll caving . 

lihi ch , che one percent? 

Yea . 

I chin!: tho Oiarch , ' 44 , 1a a good d ate . nnd c;ives you 
a nice coupon, but i t micht be a date to hov& open 
for the b i llion f our tba t you have coml."tc due in 
Ct\rch . 
I wouldn • t s wa p a b illion ch reo a nd a billicn f our 
i n o.t one da t e . 

!lu t ;·ou m1e h t want that dn te open. 

i>Ut you a r e f a ced wit h a pi cture wh i ch Harrison , bc inr, 
a good f riend , points out . You ha ve r,o t t h is peculiar 
situation. 

• Do vou wnnt to l i s ~en t o the 
l'lhn t i s you r r eac t ion• , 
other fel l ows talkf 
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Operator: 

Hl-lJr: 

0: 

H:·!Jr : 

~orge 
!!arr1eon: 

!!}:Jr: 

::: 

E!!Jr: 

H: 

H::Jr: 

H: 

h: 

:U:Jr: 

H: 

HHJr: 

H: 

!l!lJr: 

Hello . 

Mr. !!arr1eon. 

Hello. 

Go ahead. 

Hello . 

Hello, Henry. 

October 23, 1939 
11:25 a.m. 

311 

\I ell I a,.?precla te your no te and your :e88age very 
much, Oeorge. 

Yea . 

The only t hi ng is I've let all my charts go so I'o 
absolutely sunk. 

You've let all >Jhat go? 

All my charts. 

(Laughs) llell, I tell you , Henry, I wanted to oheok 
on t he prices an~ dld so as soon ae I talked with you. 

Yeah. 

And r ound that the preol.um on t he tour-year 10: at 
1 1/8 w a • ral8ed trom 1 and 2/32nda to ll/}2nda. 
I t appeared to me to be a l ittle rich. One per cent 
on that same issue would be too thin .••.. . 

Yeah. 
• ••.•• tor these times. And the only issue that ve 
could tind that we could prioe decently, and the 
next longest one, would be the tour-year 4i at one. 

Yeah. 
Wh1oh would go tron 1 and 2/32nda t o 27/J2nda, vh1oh 
teems about right . 

Y .. b. 
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;: : 

··· :Jr: 

·~ : 

::: 

·:::Jr: 

.12 
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And I didn ' t see enough advantaGe in the e~trn six 
rnontlle to warrant your gi vin!J U1) t he o!):>ortunHy t o 
s ettin6 one t hat you could ~rice well . 

That ' s right . 

Th at 1 s about the Hay we both fe lt here . 

I see . \lell, I' m i :nprescod - one :>erccnt ror f our -­
whnt 1a it , ro:.~r and a halt years? 

It t:ould be four r ears and 4-} "!On t ho . 

Yea . I t 's awful &ood. 

I t hink 1 t = ::es a lo t or sense, really. 

I t h inl: 1 t does . I 1 r.> 1:o?ressc~ . 

Yes . 

That ' 9 why I ' "' callin£: . \;en I' ll toll you >~!:et I'll 
do , Gco!•ge • 

Yo c. 

Ste.nd by, 1~ill :;ou, e nd I • ll ct~ll up Chairman Eccles 
nnd listen. 

Yes. 

I • :1 listeni ng -- I mean, I ' .> call1nc up C:• alr:~an 
Eccles . 

Ye a. 
And after I've listened t o ::ic I' ll cell you l>Pc': . 

All ri~ht . Fi rst- r ate. 

Thank you. 
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Ranee : 

R.U. Jr: 

sane a: 

~. M. Jrl 

Banes: 

!!ell: 

H.I!. J r : 

- :5 -

Yea , I would 11ke to. 

Shall we put George on beret 

It lc1nd of ahoolc me . 

It 1a upsetting. 

They are 1n conrerence alao at the Board. Eccles 
juat called me and wanted to know 1f :rou bad decided 
to el.1m1na to the cash about which I talked to him 
on Saturday and he sa1d he would call JOe baok 1n a 
few minutes . 

(On phone) Hello. (Telephone convereat1M with 
oeorge Harrison tollowa:) 

• 

• 
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hell: 

t. . :• .! r : 

!tullty : 

:- • . Jr : 

.urphy : 

.: •.. • J r : 

.1• flor : 

::&dloy: 

r oll: 

!i . :· ,Jr : 

I \t'7hy: 

~ . !' . J r: 

- 4 -

I t make s a lot o f s ensa. Una a good deal of t hi s 
happened 1n the l ast two d ays? 

I t h nsn ' t chnnged since Pridny , t h o ma rke t l'.a sn • t . 

'l'horo has been more chango i n tho nJ•e n that covers 
tha t mnrke t thnn t here has in tho Septomber one . 

The r.tnrch l. sn ' t .. .. 

I don ' t t hink so , becau~e tl.e y have been try~ to 
buy into tha t a rea . 

I c hocke d these t !11nG• · I juat had :~r. ~.of~ett h~r<> . 
I.e IU'e j\13~ sitt ing on a vo l cano. ~obody lmo..-s . 
i:.verything ri£;ht nor. l ooks l ovely but ! ju~t want 
to eo on record that we are s1 ttinr, on a volcano 
and >e juet n ever ~~ow what that crnzr ~ f. i t ler 
ln c oin: to do next. I juat 1nntod t o make ture. 
I woulu ratb.,r be c r iticiud than hnve it co. I 
wnnt e v e r ybody t o be a thousand pt rcont eu1'• that 
t h is !Jarch , 1 4 4 , i s enough cuohi oninc. lia ve you 
nny d oubt s ? 

I hoven 't made any a t t empt to measu re t he cushloni~C • 
Mr. Sec•·etary , I j ust took t.lr . Harr ison ' s wor d for 
it . 

Get tus y . Do n ' t take an'• bod y ' e t.ord f or it . .1-.a t l s 
whnt you a r e he r e for . 

Because tho market i s c xpec t inr the other on~ritr 
that they buil t up a price h<>NI .:hich gives a c,;s:uon , 
lt woul dn ' t be ther e if you put 1t in. 

I think there i s a bet ter cus!,ion on ~l1 i" one l>ccauoe 
ther e woulctn 't b e outstandi ng issues. 

\,e woul d t;et abou t pnr 28 . 

That i s p r e tty c lose . 

1.110 t , l!onry? 

About par 28 . 
it a little and r ive those 

You oould always sweeten n t th e end , 1f :;ou wan ted 
bo ys t h eir inte rest , 3/ 8tho 
to . 
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JTadley: 

eell : 

?. . r/ .Jr : 

nanos : 

l± • .t. Jr: 

~:ano a : 

r.:urphy: 

H, I4 , Jr: 

F.anes : 

!l.urphy: 

- 5 -

Your interest adjustment would only make a 64th, 

You would have to doubl e up on it to mak~ 
difference. any 

I wouldn ' t be afraid of that , would you? 

No , I wouldn't be afraid of that . As you said 
before, I think you have got to bear 1n 111nd that 
you are liabl e to run a foul ot black spells here 
any minute. Personlllly, I don ' t think you are 
going to until tho neutrality f i ght is over, but 
t hat is suesswork. 

Would you be at raid of - t ho bo~toa is 28/32nds? 

That is tho least preJ:Iium, 

That is just about probable , I woul d say, 

Oeor ge Harrison is all right, ho always tells you 
a few t hings. 

\'/hat was your statement a o to tho saving 1n interest? 

The most signi f i cant figure that I have been able 
to derive on the saving of 1nt ereat 1B this, if by 
shortening our maturity six month4 we save an eighth 
1n coupon over the whole book , that is equivalent t o 
2t pe rcent interest during the s ix ~nths we shorten 
out , In other words , we do ourselves well if when 
we put out the shorter note, it 1114turos and we have 
broken even. 

(On phone) Hello. (Telephone conversation with 
Mr, Eccles follows: ) 
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October 2), 19)9 
11:)~ a.m. 

H:!Jr : Hello. 

Operator: Chairman Eccles. 

Hl·!Jr: Hello, 

0: Go ahead. 

:£!.Jr: Hello. 

::arriner 
Eccles: He l lo. 

?.::Jr: Good morning, Marrln\lr. 

::: Good morning , Henry. 

H::Jr: Harriner, we 've been doi ng a l1ttle figurine; here and 
the wind has shifted a little bit and we thought -­
pulling in our sails a little bit and we're talking 
about Harch ·~ at one peroent. 

E: Vlell, that's-- that's-- I'm tiolteled to dea th . 
I -- t hat ' a what I was going to recomoend anyway. 
I - - we've Just been discussing 1t here and I've 
taken -- I've t aken -- per sonally I've Just been 
telling how much we're goi ng t o pay tor this extra 
a1x oontha and it figures about 2 mi llion 800 
thousand dollars prea1uo ••••• 

!il:Jr: That 1 a right. 

::: •• • ... that you're goi ng t·o paJ. 

~:Z~Jr: 1'hat 1 a right . 

... 
~. 

!!l!Jr: 

And t here's Just any Justification 
tor that six months' period you 're 
to pay about six percent interest. 

it means that 
you're going 

pay two and a 
No, the boys said wa could attord to 
halt peroent. 
\fell I think 1:!' -- I don 1 t ltncw, but I th ink tba t 
ex·tra . .... . 
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\/el l , t h ey said it tte'd taltc the eavi nr;s and had to 
pay t>to and a half percent on that six r.~o nths •..... 

Yeah , >m ich •••... 

tt:o and a quarter . 

w\ 1ah 1s h ar dly c onceivable . 

7'>1o and a quarter Henry ::ul"!)hY aays . 

For 81x months . >:ell, I .•.. .. 

'i'ha t 1! we :>llY two nnd a c;uartc r on t..oee s1x nonthe 

we'd brea!r even . 

!"c c.h . \Te ll l 1n gl ad you •ve -- you' r e co::s1n- to 
thn t conclusion because I -- I t old Dnn on Setu~Y 
in tnlkin:; to ;-,i ,. th• t !)ero mrlly I -- I f elt t :1at 
we s~ould ch~~ge to a one percent and save thet ~oney . 
I ht\dn' t had a ohanoe to \.nl!~ to the ot~er :te:=.bers 
of the com01i ttee because the Y ~:oren ' t -- t h is wc s 
Snt urde.y morn1ng , but I 've bee n - - in f act , I

1

r:t wi th 
t hem now. •::e 1·1ero just (;O in3 over t l\ iB t hin(l an~ >ro 
t.aAn' t taken a vote on it , bu t >~a "ere diScu ssing 
t he advantage o f t he one ••erocnt and t he one and 1/Sth. 

no\r 

',/ell, I t h i nk n y crowd he r o 18 lean i ng/towar ds the 

on·e :>ercent and 114. 
Just a =inute, do :;ou want f:J.e to tind out Just : .. o~· 
everybody reels here? 

Yeah , !)lease . 

Jus t a o1nute . 
(Brief !>auoe . ) 

Hello . 
Everybody teels tha t \IllY -- StyulOZak i ndicated t hat 
he ' d jus t a s soon sao t h e extro. a1x ::tonths - th~ 
one and 1/Sth. He thought !)OBBi blY h e pr eferrea 
t ha t All the rcet are in ra vor of t he one . John 
!!eKe~ reelS that t h i B would bo a (!OOd t1~e t~ get 
a little new moneY· I don't t h1nk an ybo r e oe 

teele t hat way. 
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',le ll , Ronald Ransom told :tou ~at we ' re t!llnklng 
about dolng on t :-e R.F , C. the e~d or the wee>; . 

Yes , t hat' s r ight; on Thursday. You t h ink ln llou 
ot t he R. F' . C. :!'1nancin:; Thursdo.y tha t it would be 
inadvisable to lnoreaae the no to iaoue 11t this tiMe . 

Yes , because it ' s - - it wouldn ' t . . .•. .• 

\iell I real t hat >~ay about 1t. I - - I reel •..... 

'!!es . 

. •...• perso:~ally th£.t 1 t >:culd be a clstn::e t o get 
-- to g e t any new ooney but -- but J olu1 ::cKee a:H! 
::att Szyocza.'< both t hlrL< thPt GOne new ooney --
thia would be a sood ti~e to ; ot ao~e new ~oney end •... . 

~:ell . .... . 

••..•. teat the mnrl:et out . I don' t t ':in': it •,;ould be 
a t est or t he oarket . 

'.!ell , 11e could test the uarket wlth the R. F'. C. 

Yes . 

You see, the R . F . ~ . o\tes us a l ittle over t\>JO hundred 
end fifty million dollnr a . 

And you • re ~;oing to !'Ia ve to do t hat a nyway soon, are '' ' t 
you? 

Yeah . 

t:ell, we -- you've ;ot our vlev we -- l-·e . · · · · · 

\'ell if YOU don I t hear fl'Or> CO 8i;tlln by t\o'Ol ve 
~ • cl~ck you can put 1 t do1:n on your doc:te t th<l t 1 t 
>~ill be one per cent. 

That ' s the vie>t of the Bo11rd here. 
Harrison isn ' t do1m here and.· • · · · 

Ot course , George 

I talked to George ; he lllte n the one poroent . 

He l i kes the o ne? 

YcaJ1 . 
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And ll'hat does he think about nev e~oney'l 

\/ell, he - - well , I don• t vant to t a l k ror him; I 
don• t know. 

Oh, you d i dn't - - you didn ' t put that up t o hi m? 

I don ' t think eo. I -- I wouldn ' t want to say . 

Yes . 

I may 
R.r .c. 

I t hink I told h im we were considering 

Yes, and did he express hl aaelr on tha t ? 

!lo . 

He d1dn 1 t ? 

No expression. 

Yes . '/ell all right then , Henry. Than!< you . 

Yeah. Thank you. 

Goodbye . 

319 

Regraded Unclassified



f.Rn09 : 

Hanes : 

t . • tJ. J r : 

Eanes : 

~· • • . Jr: 

f aa a: 

?iadley : 

Eell : 

tW.nes : 

Bell : 

Hndloy : 

Bell: 

:1 . 1/ , Jr : 

Ha dley: 

s .. ! . Jr: 

linnea : 

- 6 -

l.'ho ion 1 t ha~_o•· i f TIS -~•-e i "' ' ""'"' t ono porcent? 

It is all right, 

I think 1t is all right . Are you happy a bou t it? 

Yen , I th1nk i t is all right . 

All ri(lht? 

o. K. 

George? 

Yea , I th1nk so. 

It i s a ll right . 

Yo a . 
Danny , you l ike that a little bettor, dcn ' t ~ou? 
Thnt seemed a little rich to you befol'e . 

I like it a lit t le better because 1 t is unde r t he 
rights . It is a little more of tho rights , I think, 
than we ind icated. It ia a bout d x, isn ' t i t ? 

It is o.nywhere f r on five to oi ght . 

But t hat isn 1 t hi t tin& wha t you call the r 1&ht values 
too much. 
The thing t ha t sort of nailed i t ror me, your sa;;in& 
it and Harrison confirn:ing it, tho un<'.erpl..rmin& on 
the lo!arch, 1 44, is bet t er than 1t is an tho .... 

It 1s 1n th~ tested area. 

"nul t i s what Ho.nes , I think , had 1n mind when ho 
asked h ow long had they boen at that p rice . 

That is right, exactly. 

Do you concur that t h e underpinning 1s bett er on 

thist 
V/e haven't these direct sources of info!"1111tion , but 

I belie ve so. 
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You Clln explain the underp1nn1ns anyway. That 
price - on th is other ono, you have to use a 
project ton. 

That is still true . 

Your June , '44' s , a~e selllnc nt n discount . 

'rhey are at three-quarter poreont now. It haan't 
quite reached par yot . 

But you a re not do!nt" any projoetl.nt; on :JOUr 
estimtes. 

~lo , you always have to project on " t ivc-year note 
because it is addL~g on to the list . 

Well , you can call me up 1.~ f1 rtoen 'tlnutos !lnd 
somebody cnn say, "Sell 7/Stho . • 
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TREASURY DEPARTMENT 

WASHINGTON 

Oo\oMr 23, 1939 

!0 !Ill DCDtilll': 

Oo'flnor llan'iooa J•t cal1o4 • aa4 pft 

• U..lr u\ua\oo ot what \lie propooot 1-1/af. 

hp\~Mer, 191111, 110\o .,.lilt Mll tor 1D \1» •rkl\, 

111 prlOOI ac.- Y1 \b lla41071 1, Ba oo14 M \bo'OCI>\ 

H - • \ oo rlab aa4 \bat a 1~ •• oaUrol7 \co \biD. 

Ba h 110\ h tanr ot a p real.• oa tbo 1-1/af. 'lnl\ 

t .. ll U..\ a 1~ llarab, 1944, WOII.lt 110 Jut \ allou\ 

rtc:b\ tor tbh •rl<o\, 

Tbo7 are ao\ oppo114 \o 70ur 1nu111C \lw 

1-1/W/. Sephlll>er, 19114, ao\o, 'lnl\ waa\ rou \o bow 

\ba\ U.. ••• Tori< llloak tool• U h oot1rol7 too rlcb. 
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THE SECRETARY or THI. T lltCA.SURY 

WA.8H INOTON 

j .• \~t;. .. ) 

:;23 

conai4ere:t1on baa bon glaD to the MaOru4-. ot Mr. currie 
on4 A4m1ral Spear, whieh aeocapented )'Our note or October ~. ,._ 
gerd1Dg tb.e aw.rd roentl:r •Go b:r tho .. .,. De~nt to th<l liltol 
ond ore Corporati on tor tuDgst«D ore , 

Ul ·-ate4 1D .t.da1ra1 Spear ' • -n.a4-. \110 co.pet1Dg bid 
ot tb.a Woh Cb.aq Tra41Dg Coapom:r .uat be adjusted, t or purpoaea or 
ocaparieon, b;r the addition ot dut:r. Attar thia a4juotMllt the 
bl4e ...... , 

J'rca tho lilta1 II.D4 ore CorporatloD, t or oro Of 
dcaaatlo orlgiD, t2!! per uni\. 

J'rca tb.e Woh CbaDg Trading Corporation, tor oro 
or t orelp ori.g1D, f23.68 par UD1 t. 

'1'11• aw.rd to tho Jleta1 II.D4 ore Corporation, tor 40I!IItlo oro, 
notwi tb.ataD41Dg the l"""r bid rrom tho Wab Ob.oDg Compo.n:r on toralp 
oro, appear• to b.en beOD regular on4 propar 111 t ho ll(lht or thO 
prortolona or tb.e oo-oalled ~-.~~Uri...," Aot . 

'1'be Jletal 11.D4 ore Corporation It a aubotutial tin ot good 
otu41Dg ond re)llltatlon It lo ua4erotoo4 to be tho oxelu.aln aalao 
agent tor the NenGe-.;aachuaetto ccapu:r retorre4 to 1D Mr. currlo 'o _ro.J>d,_, but tb.el'e 16 DO aTid011ee or 0DT lllpropar eouootlOD· 
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FOil v·, .. .lltJTE Rt:LEASE, 
t:on<lny . October 23 , 19)9, 

1'l!i:ASU!< y .J;P ART! 'FJPf 

ras h1n· t on 
:;2s 

Press Service 
No, 19-15 

0ecl'"()tnry of the Treasury )'orcenthnu announced todo.y the offer ing 

throu· h tho l'e<leriU Reserve banl<s , of 1 ;>ercent Troru~ury rotcs of 

SCric" 3-1'144, in exchanr,e for l - 3/f percent Treoeury J:otes or series 

B-1~)9, MturinG ilccer.ber 15, 19)'), E>:ohrul!;es wUl be""~ Jl6T for ,ar, 

at)" ace,"\\\ d i nterest. on t he notes e.xch:·~od wUl be poici to rov&ber 1, 

1939 . Tl•e ofi'erinf of tl~e n<m notes will be lio•Hed to t ;,. ...ount of 

Mturin notoa tendered and accepted in exchll111e tll!'refor, cash sub­

scrirttiona Ttill not be received, 

tile Trenaury Fotes of Serles ~191-41 now offerod only in exchanr.e 

for Tr·onn\•rv not.co roturing December 15, 19)9, will be datt·~ l'ovt!llbcr 1, 

19)9, ar<l •rill beru· interest fronl tllllt dnto at the rnte of 1 percent per 

ennU111 ':'V'Ilb1e !larch 15 oncl Septe,})er 15, The notoo will llllltW"e !Ierch 15, 

1944, nne\ will not be subject to ct<ll for redCllJ)tion before thnt dato , 

The·, will be i esued onl¥ in beC!er Com with coupens ntt..-chcd, ~ tile 

dcno· J.llttlona of '100, ',5()0, J., OOO, s,ooo, ..10, 000 .N lCJ!l, OOO• 

":he lirst coupon ,...11 1:e tor t'>c CT•ctionAl perl od t'ro<> ~~r 1, 1939, 

to r•rrc· 15, 1940, and subsequc'\t coupon. wUJ each co-·er on<!- 1<llf year ' s 

~ nteroat . 

Tbo Treosltry notes will be accorded the so!Oe exe::l'>ti<'rl !'ron 
f ...,.. 1\SW"" no~o nO\'~' out~tP.nding. 

tnxnt ~on ao n,rc nccorded other 'ssucs o ••" 

Th<'sc -,r 0\.-1 oions arn specUicall'' •ot !or•t h in the oti'ici•l circul&r re-

Regraded Unclassified



- 2 -

Subscri ptioM lli ll bo roeeived •t t:>e Froeral Reserre ban.~s and 

br;mches, tmd at the Tronsury l>epart~nt , Wr.sllinr,ton, a!"icf r-hO\ ld be 

aeeorprnied by a like face illllOunt of 1-J/fJ percent 7nasur:' rotea of 

326 

3crico r- 193'), mturUlf :leectl'bor 151 19)9, with i'lno.J. CO\II"'n due :eeeo:bor 15 

att.nchcd. The notes will bo accetJted At. J)llr, o.nd tceruc·t' intcreat. on 3\lc!l 

n<>l.os i'ror Jnnc 15 to ~0\'e!lll>er 1 , l9J<;, (a:'OUt C5, 22 per 1, 000 face ar.:ount} 

will bo :"1<1 tolJOI':inr their acce!'tanco. 

T!1e rj ,r.ht l s rAscrved tn close the bool:.t IUJ to ary or :;!l 

suht.cr4pt!on.s ut any t:L~ wit~.'Nt notice, tn-rl , s·;bjcc:t tc !.)'\.e l"C3ervat1Ms 

set. ft)r-tt- 1n the of f i e .:. al ci:-cttl&l ·, ttll .!'11~)Dtt•1 pt 1 on:: "'U rc :-llot •t.c! in 

fl;ll . 

Trt::-s· ry · ottos t)/ ~oric:. >191?, JU\turir.~ tl:!<k ... ":ot: r 15, 111))'), ere 

nO"f outst.fln(Un.,. in t.'.. ... '10\:n ... of S26, 2)2,500 . The f'l':.:!"('lnt o!!"rtn' 

w\11 be the cnl;v onportr.nit.:,r c:.r!"ortt~ tlx• :1oldcrn of Lh..-se I"'J\tur tng not~a 

to cxc~anpc: thei for other -1.ntr.re~t-~arin~ oblira.t-1rrs <•r 1 he ''ni ted 

St"lU.:s . .ny m.."ttu.rinr not.en no: so c;:eh<ln,.\.~ at. t..-.Js tj~"'~• vrl.ll ~ p.'Jid 

in u.:s.i"' \t..,f.n they nt~.t\n"C'. 

Tht• tc..xt of the- o"f'\Cir.Jt c rc;•l· :· follor.:': 
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Ulll'I'ED STA'I'ES OF A!JlUCA 

1 PERCENT TllEAStJRI HOI'ES OF SERIES 8-1944 

Dated ortl bearirl; interest fran November 1 , 1939 Due l 1arch 15, 

Interest payable !!arch 15 and Septombor 15 

TREASURY IEI'I.RTI'Ell'l' 1 

327 

1944 

1939 
Deportment Circular No . 623 Otrtce of tho Secretory, 

'llub1z>etcn, October 24, 1939. 

Public Dobt Service 

I . OFFI2UI~ OF !IOI'!!S 

l . Tho Secretary of t he Treasury, pursuant to tho authori ty of the Second 

Liberty Bond Act, approved Septecbor 24, 1917, aa ..,.nded, inviteo subscriptions, 

at par , !rom the people of the United States for l parocnt notes ot tho United 

states, dcoil:Mtod Treasury Notes of Series 1).1944, in poymtJnt of which only 

TreMury N<>tes or Sol'ies B-1939, !:'Aturtng December 15, 1939, ma.v be tendored. 

The amount of tho otrering wx!er this circular will bo lil:litcd to the amount of 

Treasury Notoa or Series !l-1939 tenclered and acceptod, 

II. !JlSCRIPI'lON OF llOTES 

1 , Tho notes rll.l be dated t-ber 1, 19)9, ancl ...Ul boar interest rrom 

that date at the rate ot 1 percent per ar.rtllll, payable on a s~ol basiS on 

!larch 15 ancl Sept<!l:lber 15 in each yeru- until tho pr\ncipal """""'t becoces po;yable . 

They will Mture )larch 15, 1944, and will not be subject to call tor redo:;ption 

prior to maturity , 
2, The notes ohall be exempt, beth aa to principal ancl interest, from all 

taxation (exoopt oototo or inhcr !tnncc taxes, or gift taxos) now or horeattcr 

illlposod by the United States , aey state , or any of ~ho JIOSOCSsions of tho United 

St&tes, or by OZ1Y local tax~ authority • 
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J , The noto• rill be accepted at ~~ d 1 ..- ur 116 ouch timD and under such rulee and 

re:;ulntiNIS •• eholl be prescribed or a!)provo<l b>J tho Sccrotlll"y of the Treasury 

in payment of income ond pr ofits t&Xcs 1"\Yablo at the 11lturity of t he notes, 

4 , Tho notes will bo acceptable to socuro deposits or public moneys, but 

rlll not boM' tho circulation privilege , 

5, Boo.ror notes with interest coupons attached will bo i:louo<l in denetd.ne­

t1ona of 100, ' 500, {J., ooo, ~5 ,000, 810, 000 IUid SlOO, OOO, The notes ...m oot 

be isoue~ in rcs1etered ron:o. 

6, The notce will bo subject to the general repllationa of the TreaSlll)' 

Depa>-t~.ont, now or herearter prescribed, govorninp United States notes . 

m . SUIISClUPTIO!I AND ALLOI'l'ttlr 

1 . Subscriptions wUl be r eceived at tho Feder al Ronarve banks and branches 

and at the Troaoury Department , Washin(;ton . !lllnl<ins institutions generally may 

submit subocriptions for account of customers , but only t ho Federal Reserve banks 

and t he Trenoury Department are authorized to act a• official a;.encies , The 

Secretary of the Treaoury reserves the right to close the books •• t o nny or all 

subscriptions or classes o! subscriptions At any tiMe wit~t notice, 

2. The Secretary of the Tre~=ury reserves the r~ to reject oey subsc:ip.. 

tion, in •'hole or in part, to allot less tht.n tho ClOOill\t of notes •wl1o<l for, 

to lllakc allotments in !ull upon applications tor smaller runount• ond to r.ake 

reduced allotments upon, or to reject , applications !or brror Mtounts, or to 

adopt any or all o! Bllid met hods or such other nothodo of nllotmmt end clasoi-­

tication of all otments as s hall be dee~.cd by him to bo i n tho public intcreSt J 

and his aetton in aey or all of these respects shall bo tinal, Subject to these 

reservationo, llll subscri ptions will be ollotto<l in full, Allotment ootices 

'llill be Dent out procptl,y upon allotl:lent. 
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IV. PAII®Ir 

J.. PIIY""'nt nt par for notes allotted hereunder must be cade or completed on 

or b<' fol'<.. 'l<>vor~bor l , 19)9 , or on lat er ellot.N>nt, nnd .,... bo IN! de onlJ' in Treasury 

!lot<• o: Rw•r• :J-19)9 , maturi ng Decemher 15, 1939 1 which will be accepted at par, 

an<' 'houl~ rceoom.ey thn subscr ipti on, Coupon• dAted Doeombol' 1 5, 1939 , must bo 

at.t.achcrl to i.!\U noteu whun surrendered, anc! accrued interest from June.· 15, 1939, 

to J:ove.~r 1 , 1?39, (~ 5 .221995 per ·'.1, 000) will be ' 'll.id ron ... ~ acceptence of 

1. As N •eel ngents or t he Unit<><' ~tat<>s , l'edt r el Reserve b<ml:s are author-

ized cnl r<K.ueated to rcce! vo subscri ,.tions, to l"'liYe Gllotmont.s on t he basis and 

up to the IU'l0\11\to indicated by t he Secretary of tho Trouury to the Federal Reserve 

bonks of tho r oapootivo dil.'triets , to isuue allotment notices , to receive payment 

for notes ft1lottod, to make delivery of notes on full- paid subs criptions all otted, 

aod they r!l\Y issue int~rim M cciJJts pending do livery of tho dof ini tivc notes~ 

2, Tho r,ceretary of tho Treasury rr.ay at &1'\Y til:>o, or frOI'I time to time, 

prescribe su:,J.emcntal or atmldatory rules and rer,ulationa govorning t ho offering, 

• hich will be ccn::unicnted prcq>tl..v to the A>derel Rca~rvc bon.""· 

I!EIIRY )Q¥1Elm:AU' JR • ' 
Secrotary of t he rrcasury . 
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'l'llEASI.IRI IEPAR'I': lENT 

FOR D lEilii.TE RELEASE, 
TUesdo•·. October 24 , 1939, 

WasiUngton 

-

l'>"ess Service 
No. 19-1? 

Secretary o! the Treasury llorgenthau AMouncod today tlutt the 

subscription books for the current ofteri~ or 1 percent Treasury Notes 

or Series ~1944 will cl0$e at the close ot busineas ~lf!dnesday, 

October 'S, 1939. This offerint; is open ofll1 to the holders or Treasury 

loot•·• or Series B-1~39, maturing Oeceaber lS, 19)9, 

Su' seriptions addressed to a Federal Reserve bank or branch or 

to tho Troa:rury Depart ment anti p.l.nced in tho nail beforo 12 o •elock 

m:l.dni.;ht, ' ednosday, October 25 , will be conoid oro~ no havl.nt; eenn 

ontttl"O<t be!oro the close of th<' 5\,lJacriPtion books . 

AMO\Inccn·ent. ot the anount of sub3cript.1ons nnd their divi sion 

onnne ti>J sovernl Foderal Reser>e districts "'' 11 be na<le lnter ; 

..<)()>-• 
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llashlntton 

roR ilhL!'.AZE, WRIIDIG l'EWSPA?ERS, 
!on6AJ, retober J~. 19)9. 
10/20 39 . 

Preas Service 
llo , 19-19 

Secretru:y of t he Treasury l!orgenthllu today nnnoo>nced t hat 

reports !ra. the Federal Reserve bAnks indicate that $515, 210,900 

ot Tr<:ooury Notes of Series B-1939, ".aturing Decer.bcr 15, 1939, 

hllvc bl:~n exclwl;;ed fer l percent Treas•:ry l'otoa ot Series B-1944. 

33:._ 

S•b:Jcriptinna ._.,; allotcents .-ere diYi~ed .,.,..,. tl>e several 

Federal < uorvc districts an.: the Treunry •~ tolloro: 

Federal Rcsc.rvc 
Di!;trict 

BoG ton 
tl"" Yor k 
Philadel phia 
ClovclMd 
Richmond 
Atlanta 
C!Ucago 
St , Louis 
llinneapolis 
Kansas City 
Dallas 
San Pranci3CO 
Treasury 

Total 

T<>tal S"b<lcri ptiono 
Received nnd Al1otttd 

s 10, 5)2 , 500 
353,?09,3CO 

6, 759,300 
11, 661, 700 
10, 669 ,800 
4,693,900 

74,93),600 
11,452,200 
5,l3?,0CX' 
2, )90, 300 
3,621!,300 

1f, ?lC, CC'O 
925 .0CO 

C515, 210, 9C'O 
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THE W HITE HOUSE 

WASHINGTON 

' ' 

Octob.r 5, 1939, 

!IIIO!UIOO! lOR TilE fR!SIDI:l!T! 

lte1 lav pgrchtaeo ot tgpcttto 

I ll&w t.. ... in!ol'IIA!d that ou sw-.u ot 
.lccoUDt l ODd Sl!pplioo Bid Schedule 7066, 
OpeDecl S.~t..r 1.4, OD aw.rd • • ...So to 
t ho llotal ODd Oro Corporati OD or t4)8,ooo 
tor tlfDCitou, at I 2S per uzdt. At t.bo -
tS.. a bid or t.bo Wah Clwlg 'fnd.1D& c.,._ 
ot 115.75 per uzdt 1D boad a o rejected. 
Iu otber worclo, 1t appears that 1D a caaa ot 
a oqu1r1Dc otratepc -terialo, purcha.H ao 
MAlo ot etocke alroad7 1D tbo coUDtJ7 at a 
coneidorabq hi&bor price t.baD would ban bad 
to be paid tor i.aported tiiDCetou. 

I aa alao in!onoed tbat tho llotal aDd 
Oro Corporatioc 1a tied "P 1D oooae 'ft1 witb 
tbo In~ Jlaoaachueetto C- (11bo OWDed 
tbo tlfDCetOD). 

I WlderotODd further tbat t.boro will 
be a tull etoey OD thio 1D t.be October 110101 
ot t.bo ~ ODd II1D1Dc J OIU'D&l, '--PlT­
iDC - ooomactiOD betweu tbe lowda­
llaoaachueetto c- ODd lleproaautat i.a 
~~ c:a.at...... of tbo Bouo S11b-C~ttao 
OD I a., .lppropriat iODio 

~ .//. c" 
Ioaw:bli.D Cvrio 

• 
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B UREAU 

•'-

NAVY D EPARTMENT 

OF SUPPLIES AND A CCOUNTS 

WA8 HUfOTOl'f. D. c. 

7 October 19.39 

MDilRA!IDUII FOR CAPT/Iltl CALI#llim 

1.4-3(27) (SPC) 

1. Contract liOs-68968 .-.a llflde with tbe lleta1 and Ora Cor ra-
tion on 25 Sapteaber 1939 on their hid on Schedule 7066 d po 
;epteaber 14th, !or 17,520 unit& (about 2.45 tona) or ~:r.:·ore at 
. 25 .00 par unit of 20 pounds contained '!.OJ, hewing ..,. qgregate nl.\lll! 
of t.J.:lS ,OOO.OO. 

I 
2 . The only other hid receind in roepon .. to thia adverUse-

ll<nt woo one JUde bJ hh Chang Tradin& Corporation, ~rhich bid ....,. 
u.;ted to approxiaately 200 tona of U.ported t\a\&&ten ore at e pr~ce 

I of <:>15 .75 par 1\0J unit, duty free, with the 4uty !or the account of 
tbe buyer . The aport duty •ould equal &7 .9J par \oOJ unit, •hich 

l 
•ould r esult in a delivered price of $2). 68 por unit on imported or e 
qtdnet the price of $25 .00 per unit for domostic ore. 

I 

J . This purchase is being made from the l'und of $500,000.00 
IIID.do available by the Naval Appropriation Act for 1940, "for tho pro­
curomc.nt and transportation of utrntcgic and critical materiel• ·" 

4. Tbe polic1 of the Congre•• in appropriating l'und& for the 
procurement of otratogic and critica1 116tcria1• atartec •Lth the appro­
priation of $.), 500

1
000, 00 in the Naval Approp.rit.tion Act for tho fiocal 

yeu 1938 . The aua of $500
1
0Cil00 ••a appropriAted in the Naval Appro­

priation Act ! or tbe fiscal ya..r 19.39, and 1. like ,,. in tbe Ne..,.1 
AppropriAt ion Ac t !or the fisc..I year 1940. 

5. The appropriation .. to are oUont u to the source or origin 
or the etratqic and cr1t.ica1 mtorial£ "hicb .. l' be procured nth tbe 
110oayo appropriated for this purpooe , notwitbatanding tbo tree oiscus­
aion or thia pbaoa of the •tter in the co-tttae h4artns• on tbe pro-
po•ed appropriation . 

6. The report of the Naval S~bcollllldttoo of tho COMittec on 
Appr opriations indicates that it was tho purpose of tho oppropriation 
or1gina1ly proposed in tbe Naval Appropriation Act for l9:l8 to en­
courace private enterprise in the devclo~ent and operation of Co=c~tic 
aourco• of eupply ror strategic and critical will' u tcrio.la . The bill 
in tho llouae of Representatives prowidod $S,OOO,OOO·OO to be evoU­
able tor the "purchase of a reaerve aupply of preperea tlnd process eo 
otratocic lll.tcr1a1o of cio...,stic produ.ction . • Tho Senate elillinoted 

-1-
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Ulio it.a ontirlly. Suboequentl.7, arw a col>terence, the appropria-
tion bill tor 1938 included •tor the procur_,.t and t ... naport&tion 
or otratecic 4U>d criticll • teriel, $3, 500,000.00 to r ... 1c an.U-
ablo \llltil expanded.• Tba bill aa tinllly paaood, thorotore , ~aod 
110 raotriotioo on tho or:li111 of the •terial proo~~rable UDder that 
appropriatiOil and, COWIO<jllelltly, it becaae IIOCOIIary to look to 
othor lawo in tho COIIIlidaration of bid• on toroicn ll&torial 1c coape­
tition with doMatic • tarials . 

7. Tb&t tbe appropriation wao -rlewod 'b7 -any u a """" of 
oncouracinc tho dnalo-t ot do• otic oourcoo ot oupply 1o e-rldenced 
'b7 tha 11&117 co-nte oo Ulis pbue of tho aattor wban certain bids 
.. ro \llldU cooa1dorat1on 'b7 tbe Nary Departaent. E:xcerpta troa a 
nuaber or tbe co-catiooa r ecei,..d oo tbio oubjoct are quoted, u 
followtt 

Senator Patrick llcCorrm: 

•'l'ha llary Deportaent Appropriaticn bill ot 1938 carries 
liD it.. or $) ,500,000 tor t he pW'Cbaoo or otrateaic and 
criti cal ainorllo. Aa a meaber of t bo Appropriation• c ..... 
aitt oe ot tho Senat e I 1101t 011phatically proteot the purchase 
of r.rroaoncanose purchesed trc• foreign oree. It 1o the in­
t.nt of CoDireas that thi.s aoney obould be devoted to the pur­
ch&oo ot tho doustic product and to the onco~~ragement of the 
Aaorican induatry. 

•'l'ha t.at iaony and procaodiDia bold before the Appro­
pr1atiOIII Cooadttoo of tho HOWle of Roprooentotiveo and tho 
wbola opirit or tho Ccngreoo in aak1nc tho appropriation io to 
mcourac• ~otic iDduatry •• 

Stp&tor Taoktr L, Oc!4i•• 
tho ~ucy of the Navy •Will -u kl.Ddly oend 110 data on ~ al -•-e<l 1o •- t 1 tale and Olio or o ~· in tho purchuo of tho otra eg c •• tho N payo for tbeao 

Ulio oo\llltry, tocetber with prieta avy 
•tala &lid aioaralo · 

-~-
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•I .. under the apreaaion tbat aome logiolation baa 
recently been paaaed providing for the encour&f:•o:ent or lllin­
ins tbaae product• in our comtry.• 

Senator Carl RaYJ!en; 

"I am enclosins herewith a letter I have received 
from llr. J. Carson Adkerson, Pre&ident or the AJIM>rican llan­
ganeee Producers Association, National Prou Bu11<11nc 
Waabington, D. c., together • ith a copy of a caa.unic~tion 
addreaaed to ,ou on Uarch l2 by that organiuticn protest­
inG agai.nllt purchase fer stockpile purpoaeo or any rerro­
ll&ll&ant•• .anutectured free foreicn u.ngoneae ore a. 

"1 ahall appreciate ,our giving careful attention to 
the atatesents u.de by llr. Adl<eraon and advioin4; .. fully 
with reopect to the proposal or the lla.-, Dspsrt .. nt in this 
1.n.a tan co." 

Reprecontative Abe Murdock: 

"1 bave been a lDSllber of Congraae for o period of five 
yoar&. During that ti.lle, representatives intereated in de­
veloping the mining resources of the United States • •r• suc­
coaarul in having $3,500,000 appropriated for the purchase 
o£ atrl\tegic and critical llll.nerala . Everything in connec­
tion with thia item indicate& that the intention of Ccn~•re&D 
wao to ~ tha&e strategic metal• ~berevar poaoible in the 
United Statea, and, by eo purchaaing, to dovolop the deposits 
or tboae utala within our own country • ... .... 

"I aa criting th1& l ett•r tor tho apecitic purpose of 
reapectrull7 requesting that you, u Secretary o! tho Navy, 
aeo that tbo intention of Ccogreaa in thio particul.u catt<:r 
i o carried out in good faith. • 

Reweaentat1n Ja.aes F. O'Connor: 

•I aa writing to state that tboro are ••~oral man­
ganooo aiDes 11bicb are being operated in •Y State, and I 
therefore belie~• that purchases of manganese tor atockpile 
purpoooa abould be made from tho dcmeatic supply oxcluoinly 
if it io poaeible to de eo. • 

Repreaontative Francie Caso: 
•1 u tboro~Y in favor ot our adopting dotecoive 

110oaurea witb respect to -onoao , but .. y I oucgoat that 

- }-
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...... 
' ...... u. bida .... natr1ote4 to rerr~u··· ~t _. ua1JII toreiCJ> prod""ecl ...,..,. ... , wll1ob clo .. ..;t 

c1o • t.bJ..ac 1.11 tWftlop1.11c our oatur&l roaourooa, _ .... to 
retard tbaa.• ,.. 

Btpntmtfti!' Cwzt.M 1 . rutta 

•n ia iDooDOn ... blo tbat ~·• prorlclecl bJ CODCJ"••• 
tor tbo purcb.ue of 8tr&t.egi~ •tori&J.I I 0""1\lli'fllJ' Of 
-iOAD pro4uotioD1 abo1llcl be ..aecl tor tho purcb&lo or 
toroip oroo or or t......_..,••• -.nutacturecl tberoflloa.• 

•x aa ..trtMd u.t tuDclo be'fl belA prorldecl, ODd 
tbat ec141u-al tuDela will be prorldecl, to ooablo rou to 
-'lll.n • .-r&IDC1 naeno or otrotoci• ODd critical 
-~~ tiM iateaticD ot CoacroH beiJII to- it 
poa&ibla tor rou to eearcJ> out ODd drraloP •tori&la or 
-uo proc~oeuca nt.b • now to beoo-1'11 iadopoDI!At or 
tonl.p _.. • • ot ~·· 
a. Tho pal beq or ·-tocic ODd critical - t&ri.&la or -tic 

prod'IICU• wu ooopbaeiMd .,ai.J11A U. ~· 00 t.bo Jlanl .t.pp:roprie­
UOD Bill tor 1939· zxtracto rr- U.M bo&rinc• aro quotod, ea rol-

l.ow•• 
"JJr, llcr1Jibaa• .t.dlol.nl, - J)OII 8-5 of tho juotiti~tiODo 
bolldec1 • s-tocio 0114 Critical .. tori&lo, •• ..,. , 

1 
it neclo• 

Tb1a it. 1a tor tbo proo....-t or otr&toli• 0114 
eritioal •tori&la aot proc11100d 1a tbe 1JD1tecl &tatoo. 

•1 - o.naia u.t 1a -~ 1a error. Tho object 
ot Qnzs- we tb&t - ~t llo •tori&lo DOt l&rl&l7 
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produced in the UnUed States but as tar u practicable it 
waa diatl.nctlJ' intended wo abould b~q Allltrie&n, it no dis­
tinctly intended that the 1BUJ .!Jieric8D' Act should apply and 
tho objectiTe was to encourajle the production of aueh u.~­
itJ.e 1n thia country. Ie that underetood ey tho Rayy otri­
oitJ.a.? 

"Adairel Conard . Yea . That atateMnt 11 it appears here bae 
appeared in other parte ot the report, end I bnYO peraonal.ly 
corrected it. I aiaply oTerloolted ita appearance llere in 
tbat tore. It •bould be 1.ateritJ.a procurable in tbe United 
Statea il aTail&blo . • 

•• • •• 
•11r. Scruchoa· II:Y only object 1n purauin& thlo line or inquiry 
11 to .-pb.Ube the desirab1llty or pay1n& opeci&l attention 
to the poaaibU.1ty of the danlopeent or loctJ. aupplleo, and 
!»' that I M&D ouppllea produced in thia country, and I thlnlt, 
juat or not, there is a fulin& "''"'' loctJ. producers that 
the as-citication.a were not ao dre:wn. I baYo & n•ber ot 
lottera - 8 or 10 - co•pl.a1niD.g• rr .. paraona who have OTitten 
or have come in person to aee me, \hat the apecitications as 
originally put out, especially tor lll&l\g8Deee ere, ~•r• ot ouch 
a character that they ttould preclude, no matter whoe•or they 
u.y be or what they may be, t hat it would preclude them trotn 
bidding under the specilieaticna, and -r understanding is that 
your 8DBWtr is that the specifications oro now being recast. 
Ia that correct? 

•Adldrel Conard· That is correct. 

•11r . Scruchoa• ADd that these r.Grawn apacilicaUons are de­
aigned to be .. ,.. liberal in their conatructioo eo u to par­
lld.t a auppl.J" or suitable ore ey dOM&tic producer•· Is r::t 

underat•nd1nc correct? 

•Adlld.rt.l Collard · It is to produce auitebla ore, end lenes 
tho d ... suc producer in the pooition of atatlng hi& a bill ty 
to furnish that ore or not, ao tho caoo • Y be • 

•~~r. Scrughall. f.eU , that b entirely aatiafactory.' 

9 NotwitbatendiD& tbe newo oo trooly exproeoed that the&O 
a ro • r1&t1one were intended to encourt.~• private onterpriie in the d~~.l~poeot and operation of domestic aourcoe or aupplYr~ ·~~!"~c 
and crit ictJ. war .atorials, tho act• appropriating tho • e t 
other legialation the control or thia pbU~ ~= h:~:'":~:t .;pro-
:1:::~~=· ~"';.,.~~ ~ ~.,:":._.ation ot a stock pUe 

-5-
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ot otrawc1c and critical -toriall. Th1a purpoaa,.... well upreaoed 
by S.pr .. ctatiore ~ 1A U.. -inS• !»foro U.. Subca..ittee of 
t.bo Coaittao on 11anl Appropriat.iono 1A tbe 75th Coocroaa, ao followat 

Ill' • Bcrlllhaa• •captain, tbe outotanding feature of tho ropcrt 
of TOur lloard, 1t I Wlderat&Dd ita pbr&IIOloi!Y, ia that cor­
taiA claaaea of otratocic ru •torial abculd proparl:r 1» 
accliiiUlatad and otored ogaiAat tho tiluo of al.litar:r noed.• 

r 
10. Tho controlling 1oc1alat1on 1A th& procur•ent or !oroicn 

Mtoriala 1A COJIPOt.it.iOD with d ... auc Mtor1ala ia tbet containad 1n 

\ 

T1 tla ni I Section 2 of t.bo lluJ-J.Mrican Act I apprOTed ) llarch 1933 
(Public lo. 428, 47 Stet. 1520), nad1Ac ao tollow•• 

"'lotod.U..t•Mlng an:r otber prortaioo of lo•, and \D-

lell tbe bead of tbe de~t or 1D4opoadent oatoblla-..t 
c0110aruod oball detoral.ne it to 1» 1ncaoaiotont with tho 
public 1At&rllt, or tbe coot to 1» UDI'O&IOOBblo, onl7 ouch 
\DII&nuf&cturod art.ieloa 1 Mtariala 1 and ouppliea 01 ban been 
lli.Md or proc!ucod 1A the United Stotoa, and onl7 ouch aanu­
!actl1l'od artie loa 

1 
.. tariala, and ouppliea 11 ben !»on l:IOliU­

!acturod 1A t.be United States aubetantiall:r all !rca articlea, 
Mtoriala, or IIIPpliea llll.Ded, produced, cr aanuto.cturod, oa 
the call ~ 1», 1A the United States , oball be acquired tor 
public uae. Tbia aoct1on aball not appl:r with roopect to 
art~1eo , .. teriala , or euppliee !or uoe outside th& United 
Statoa, or 1t art.iclel , •teriala, or aupplieo of tho claos 
or k1Dd to 1» uaed or tbl article a, JD&tariala , or ollj>pliea 
troa which tbo:r are MDu!acturod are not al.nod , prodUCed, or 
_,utactl1l'od, ao tbl eaae -.A¥ 1», 1n tile United Stotoa 1n autfi­
oient and HUOn&bl7 amlablo c_.cial qll&l>t.itioo and of a 
aa tiatactor:r quali t:r. • 

11. J.ctillg UDdar the autbDrit)' of tbe Jtucut.in Order autbcriain& 
tba ~t Dirtaion to proaul.goto procur-t roplat1ona, tho 
Director of rrocur-nt oat a price dittarontial ot 25 par cent aa a 
r-nablo ditf.....,tial in..det&ral.n1Ac tho roaoonobl&D••• ot tbe price 
ot clo•ot1o product&. 

12 Tbe price dittarent.ial !»two., tbo bid of Web Chang Trod1ns 
Corpor~Uon on toroiiP' ore at $2) .68, .. u...red includinK the duty, and 
th bid of the llotal and Ore Corpcratiol1 on ciODOatic ore at $25.00 do­
u:ered ia ...,b \Ddar the allowable 25 par col1t• Fo11ow1ns tbo ge~al 
rule Wd do'"' by the Procur ... ent Divioion, tho award of Schedule 7 
..u -.do to tbe lletal and Oro Corper&U011 011 their bid of $~5·og per 
unit dal1nred, which price, wbel1 coap&rod with tho bid of "!lab banK 
Traditll Corporation, ia not conaiderod lll>l'oaacnablo. 
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13. Tbo •tal ....S Oro Corporation otforo t\m(oten oro rroa U. 
t~........, .. , 

lnad&_..,aachuaotto C~, II1U Oit:r, lend& 
JIAro .. toll Corporation, Lonloolt, 11.­
llol:ybdala C:orporation or Al&erioa, !ucc&, Arilona 

'!'Mro 11 DO Wo..-.tion or record to 1Dd1oato that u. .. tal ODd Oro 
Corporation 11 oo-ted 1D fiZlT ny,rinaMiall:r , or otberwioo, with 
tho J.nde ....... -.tto c~. Tbo roc""" iDdic&to thlt u. llatal 
ODd Oroo Corporatioa 11 a lw York corporatiOD qqod in tho buainoN 
or p:port1JI& ....S l.aport1Dc •tal• aD4 oreo. 

/ 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 
October 23, 1939 

IZI:liWIOOII FOR '!HE SECR&TARX 

On september :lOth propo#al.s were issued for the purchase o! 100 to 425 
abort tone o! tunes ten ore in ineresoente or 25 tons . these propoaal4 ...,rs 
opened on October :lOth, and the follmoina bida were received. the pric"" 
covor tile coat. o! unit.a o! contained tuncet.en . 

DOI!BSTIC 

llet.el. &ncl Ora Corporation 
Wah Cbang Trading COrp. 

425 tone 
150 tone 
(appra>t. ) 

FORSlON 

Pan American Tw\gat.an Corp. 
Wah Cbang Trading corp. 

175 tona 
42Stons 
(approx. ) 

$25.00 per mU.t. 

24.50 • • 

18. 00 • • 
15.82 • • 

342 

the abcml bUS. are at. present. under conoiderat.ion, &ncl no aliU'do 1lill be 
..ade Wlt.il quali!icat.ions in apecificat.iono or .... o! tile bicldero ha'te bean 
cl1ec:u.aoed with rexn-eoent.at.ina of the Bureau o! 111M• &nc1 tho Antr &nc1 Na~ 
IIWiit.ions Boud. I 
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rro u; 

'91' 9 
18.00 • • 

u.a • • 
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