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~ RBGUIATIOM OP 
GOVBRIIMBNT EXPBIIDI TORES 

October 24, 1939. 
11:00 a . m. 

Present s 

CUrrie : 

H. l4 .Jr : 

CUrrie: 

H. II . Jr: 

Currie: 

Mr. Currie 
Ur. Collins 
Mr. Sm1th 
Yr. McReynolds 
Mr . !>rank 
t~.r. Hanes 
Mr. Bell 

Dannie has prepared the allotments br agencies, 
br months , for the remainder of the fiscal rear. 
Then I picked up from the Division of Resea.rch 
at the Federal Reserve Board their estimates , which 
were prepared in mr secti on when I was there, of 
the actual cash expendi tures , br months , for the 
rest of the fiscal rear and there i s alwars a 
lllfl.rgin of error on theae estimates , but ther have 
been working out prottr well so far . 

Di d you see the pler, "'!'he Margin of Error"? 

No . 

Well, for what they arfl worth, it looks as though 
the average monthly expenditures of the second 
quarter of this fiscal year would be 800 million 
and for the th1rd quarter of t h i s f i scal year 
830 million. 

That i s inclusive of salar i es? 

Yea , tha t is inc lusive of everythi ng, Govenment 
and all its agencies . That even includes u.s. H. A. 
That is the most important theory hinging on busi­
ness activities, So, we will have some little 
step-up in the thi rd quarter over the second quarter, 
but not very much, The margin of error will take 
care of that, 

Now, the possibilities, i n the course of our discusaaion 
in t wo meetings that aeemed to develop or concen­
trating more expenditures in the third quarter rela­
tive to the second and fourth quarters, ere ee follows: 
You may change the schedule of payments under the 
WPA program, sanewhat, 
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H .~.Jr: 

Currie : 

Boll : 

Collins : 

Currie : 

H. U. Jr: 

Hanes : 

H. JJ . Jr: 

Currie : 

- 2 -

You mignt change the schedule or contempl ated 
payments undo~ the Soil Conse~vation and Ag~i­
cult~e pa~ity payment p~gram, concent~te mo~e 
or those 1n the thiro qua~te~ than in tho second 
o~ fou~th . 

The~e is some possibility, we thirut , of permitting 
the Oove~ent' s inventories of suppli es and 
materials to decline up to the end of this calendar 
yea r and repleniah i t in the t hird qua~ter, and per­
haps bor~w s ome for your r equirements in the third 
qua~ter . Those inventories are mainly in the Army 
and Navy. Tile Army, as of a recent date, has about 
27 milli on dollars lett . 

LoftY 

Of supplies and materials on hand. 

Is that all! 

That i s all they reported. 

The Navy hac\ , as of Juno 30th, about 7l million. 
Captain Colli ns s ot those f i gures and he can tell 
us a l i ttl e bit more of tho broalcdown. 

( llr . Hanes enter a tho eonfe~enee) 

Johnny, a ren ' t you sitting in on this? 

You didn 1 t tell ce about it. 

I thought I did. 

Those a re th.reo possibili ties I have menti oned so 
tar. 

Now, a fourth possi bility which needs to be looked 
into i s the possibility of taki ng delive ry on longer 
t enn contracts , particular ly for the llavy p~grem, 
1n advance of t he normal time of doli very and 
storing goods, armor plato and thing s like that , for 
battleships. If wo run into a alack season of steel 
malting, I thi nk i t mny be poas i ble to take delivery 
on some of those things in the winter and spring 
rather than waiting until the end of next year, 

2 
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Frank : 

CUrrie : 

H .~• . Jr : 

CUrrie: 

Collins : 

H. !l. Jr : 

- ~ -
and of course .,'bon it comes to that part of the 
Navy, lo!aritimo Coc:mission ' n programs which were 
carried in private yards , I ac not sure how that 
would be done . You nay have to have l egi slative 
author i ty to reimburse them tor the carrying coste 
of generators and armor plate, and things like that , 
1n advance or thoir actual need. 

The f i f th augFeation waa the ol d f ami liar one of 
expedi ting RFC loans for >-&11-y equipment , machine 
shop equi pment and utility equipmen t , 

You moan that would be done •• •• 

If we did it in the next two months , you would get 
the benefit or it for the winter, 

Is that going to be done before Mr. Roosevel t l eaves 
to1m? 

Now, I tbinl< Captain Collins has sane addi t i onal i n­
formation on tho poss i bi l i ty of anticipating r equire­
monte of the Navy program and a l so on the breakdovm 
of tho 1nvontory of the Navy and the Arrrry, 

For tho timo being , a very disturbing element , Mr. 
Secretary , was 'ld'lat I v1as nbl e to get thi s morning 
in an hour ' s conference. 1 talked about the possi ­
bility of stepping up deliveri e s of steel, par ticu­
larly, i n connection with tho construction program 
1n Lhe Navy yards . I v:as tol d tha t there T~a s no 
infol'!llation available here as to h ow much a dditionnl 
storage of steel could be taken a t the yards , He 
said, however , he would be very happy to make a 
survey 1n each or the yards to see just how J:Nch more 
stool mi ght be taken 1n the ev!'nt of the desire to 
have deliveries pushed up during the third quarter. 
I was no t abl e to ge t Admiral Robinson, Chief of 
~ngineers , concerning the requisiti ons or the Bureau 
of J::ngi noen or Admiral Land of the Uaritillle Con­
missi on, both of which were out until noon. 

CUrri e , have you been nbl e to boil this thing down 
so we can say to the Presi dent , "You can either 
slow up the spending now or accelerate it, • I mean 
in ten:~a or d.ollars , how 11111ch be can control? 

3 
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CUrriO I 

Bell: 

ll. lol . Jr: 

Frank : 

Cl1rr1e 1 

H. J.: . Jr : 

Sl:lithl 

R. M. Jr: 

CUrrie : 

4 
- 4-

I don ' t think we have the infon!l&tion, Ur . Secretary. 
Would you say so, DannyT 

Not in dollars and cents. 

Tba t is what we ought t o bo.vo before we talk to him. 

All you con say is tha t tho re 18 s0111e thing . 

These things will have to be checked back with the 
individual abencies and they will ~~ve to vo te on 
what they can do. I don 1 t think we have the in­
formation now to say what they can do, how much they 
can l et their inventories run do•m, for instance. 

But there a~ people i n the room here who can get 
that information, aren't there! 

I am wondering, Jir. Secretary, i f about all. we can 
do at this time ia to ind i cate possible approaches 
t o this problem, this oomine quarter , and then study 
it a l i ttl.e more in detail. I haven ' t had very 
much time to go into it myself and I foresee some 
obstacles . In other words , I am not quite so optim­
istic a bout doing a gr ea t deal with it. It seems to 
be that way at first thoueht . We hava got some new 
elements coming into the Army and Navy program that 
may load pretty well into the third quarter anyway. 
It is very difficult to break down that program. 
I bad a couple of conferences on the question yes­
terday. I t is difficult to see just where tho major 
expenditures will. fall . I am confident that they 
can ' t be gotten under way until a t least the third 
quarter , and they may fall later. To t:mnslate that 
in tenns of dollars and cents at this time is prac­
t i cally impossible . 

V/ell , I don 1 t know whether we are tal.king about ten 
million dollars or f ive oillion dollars or a hundred 
million dollars . 

Oh, I think if you went through all these suggestions 
you coul.d get t wo or three hundred million more for 
the t h i rd quart er than we are now contempla t ing. I 
think the President woul d like very well to take up 
this IVPA . There are a lot of angles to that. or 
course , Mr. Carmody and Col onel Harrington have 
canvassed that situation. We mi ght take up the 
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Bell: 

Boll: 

Collins : 

Boll : 

Currie! 

Collins : 

Bell: 

- 5 -

Conservation w1 th Wr. Wallace and the a gricultUl'al 
parity payments . On tho Army and llavy, I think 
yau would have to have a special study as to the 
possibility of letting their inventory run down now 
and anticipating their requirements in the winter . 
We would have t o t'Oport book again as a special 
study on that . I don 't think we have the facili ties 
of doing that . 

I don't think it is pos~ible, even at this moment, 
to get it if we had the facil1 t i es. There are too 
many "ifs" and •ands . • 

The President has given instructions t~ speed up the 
Army and llavy prog ram. They have now got that thing 
accelerated and I think he is going to think a couple 
of times befo1•e he gives instructions to slow up in 
the next two months . I don 1 t believe t.,.,ere is time 
for ony agency outside of the particular ones tl>.at 
are concerned to go in and study that problem, but 
he would have to give instructions , I think, to each 
of the departments to slov1 up in the next two months 
and then accelerate it in January , February and )larch. 

Dan, would that be possible wi th WPA and Soil Conser­
vation? 

WPA, of course , hae a schedule of salary payments , 
payroll paycents. I don't think that would be pos­
sible. &t 1n their purchase of supplies, it might 
be . They keep quite a large volt~ of supplies and 
equipment on hand, don't they , Harry! 

Pl enty large, yes . 

They might l et their inventory run way down and then 
put their orders in the lat ter part of December and 
that would offer a stimulus in January. 

About 20 million dollars , I think, they have on hand 
i n supplies, WPA. 

Tbat 1s mostly surplus , where that 1e on hand, becaus e 
moat of the i r purchases are bought directly for some 
specific project. 

They oust have at least a hundred million dollars 
in the mill all the time, Harry, wouldn 1 t you say! 
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Currie : 
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Sttith: 

• 

- 6 -

'nley a M averaging now about 19 million a mcnt h . 

Soil Conservation, I think , it is just a quest i on 
of d elaying payments and t .he type of paYJ'I"nts that 
woul.l.l be immedi ately spent by the f a.rmers. It may 
be that you would ~et moM k i cks from the farmers 
than it 'O'OUld do you fSOod t o de l a y them. 

Couldn ' t you (Currie) keep this up and go a lictle 
bi t 1\lrther and try an<l s et i t down so ve know a 
l ittle bit more about i tf I don ' t think ve ourht 
to let i t drop. I think it i s t he sort of thing 
that wo our:ht to lteep current for the President 
anyway . 

I don 1 t aee why you couldn 1 t have a continu1ng fUncti on 
of this. 

I would like , l.!r . Secretary, t o suegest tha t we get a 
r eport on this fron I'IPA and from Agriculture and f r crn 
the Anny and Navy and let 1 s examine tha t and see what 
thoy say they can do . 

Why don ' t you de that? I menn, i f we haven ' t go t it 
a ll today , I thinl< v1e a r e on the right t rack for him. 
lle has £Ot the thrott l e and he could havo 500 million 
dollt>rs of Gove rnment buying tt>..nt he could slow up or 
a ccel era t e . Hith 500 million dollars he could throw 
either way , i t. might head off a s lump or take car e of 
a situation Tthere you a re gett i n g t oo much in the 
s too l mill• or too much i n the cotton mills or too 
much in come other mi l l s . I mean, he is up on that 
thing , I th i .nk he ought t o have that. I thi nk he 
our,ht t o havo that so thoy can do it. I woul d l ike 
to see you fellows push a l i ttle furth er and then let ' s 
muet again in a week or so . 1/e have got enou&}l \;bite 
House authority hero to dr aw up t:he orders and l etters 
for tho President to aign. 

!.lr . Secretary , I am wondering if a l i ttl e cor e imoe­
dlate action i~n 1 t needed. I thin!< thi s is something 
that wo can continuo to study. Of course, it is 
d i f r icul t to roally nail down, but it seeos to me 
th.'l• i f :.:r. CUrrie , who has been a s signed t h i s job, 
could say t o tho President , ~ere are four or f i ve 
th1nga thn t m1r.ht be done, • then tho Presi dent could 
give orders , whaLever the amounts are , to the 
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responsible heads of those departments and agencies , 
to di g into i t and slow up their purchases more or 
leoa immediately. It see1:1s to me that will have 
more effect than any turthor etudy to determine just 
how many millions of dollars are involved. ldy reason 
fo1• suggesting that 18 this , that I know that there 
aro conflicting currents i n this situation at the 
moment that by the President asking that these things -
calling thea to the attention immediately of the 
hoods of the departments will atop, perhaps , some 
of the conflicting currents. You get my point thereT 

I think so, but if LleRoynol ds, Currie am you, who 
are with the President , can t1x this thing up between 
the three of you, tte ought to be able to give him 
what he wants . I just kind of • • •• 

fie will do l t the best we can. 

He has written a memorandum. I think this ls worth 
while . The fact that you haven 't had all the pi eces 
of the picture doesn ' t discourage me , It is a big 
j ob. I think if he had had them in di ffe rent times 
during the last six or oeven years , he could have 
headed off some of these slumps . 

The big i tems here, Mr . Secretary, are the Army and 
Navy, 

I know it , and they are mos tly d1ff"icult to crack. 

Under the recent Executive Order, as I understand, 
there are about 112 or 115 million dollars 1n extra 
appropriations this year, 

'!hey have gone to more t han that now, 

The informal conferences Which they have had.with the 
President, and the informal nods of the bead be has 
given them, that 1o an inoroaso no" to about 375 
mill i on in the minds of the \Var and Navy peopl e, 
if that ia in the program and has the defini te 
approval of the Presi dent , we certainly are going 
to eat some of that in tho third quarter . 

'!hey don ' t have that in tho program. That 15 being 
pulled down right now, but it will come, I think , 
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in the thi rd quarter, Jll\lch of it , Now, juat how 
much or 1t, I am unable to aa:y, al tboUS}l a a I sa:y, 
:yoatorda:y we bad two oooaione with Nav:y people. 
I don't think tho:y know, 

Woll , Currie, would :you, within a week, give me 
another ringT 

Well , I am wondering if before that , Mr. Secretary, 
we couldn ' t - we bavo gone tar onough now t ·o know 
approxilllltely , with a little b it more work, what tho 
President could ask of individual departments . I 
th1nk we might push ahead on that rather than take 
the rosponsib111 t:y of go t t lng all the pros and cons 
on changing the I'IPA program now, Thoro are a lot 

8 

of angles to · it. I would l1Jco to g1 ve them an oppor­
tunity to present it an4 then let ua look at it. 

In o thor words • :you prepare a lot tor for his signa­
ture! 

Yes . 

o. K. I don 1 t think :you can go an:y further than 
that unles~ Jerome, :you would like to raise :your 
problem. 

'lbat was in my memoran4Ulll. I don 1 t think we will do 
anything about it here, but I wonder now whether :you 
would eare to appoint a comctittee out of t his group 
o r elaewherd to t .ake care of that. 

Tloll, 1 t is :your memornnd\ICI, Currie has been carrying 
this . tlhy don't you· carry that wl th an:ybod.y tba t :you 
want to work with! 

Supposing then, I give you the suggestions. 

All right , will you do that! Currie has been carrying 
the load on the third quarter and if :you carry youra 
and it :you call me ••• • 

I will oommunieate with you, then. 

Give me a ring, 
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Secretary llargenthau, Mr. Hanee and Jerou Frank 
eaw t he Prelident at 4:20 todaJ. Thl Prn1dent read 
all of the attached oabl11 and ea1d IJ1ne l •. 
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IIEHCJW!Dl!)( la\ '1'HE SEC!II'l'ABX Or TKij TR'' S!!liX 

The following is a paraphrase ot a telegram received 

!rom the American Ambassador at London: 

•secr etary ct State, 

Washington. 

2026 , October 1~. 4 p.m. 

STRICTLY CONFIDENTIAL FOR THE PRESIDE!iT, THE 

SECRETARY OF STATE AND TilE SECRETARY OF TilE TRS:ASllRY. 

I vent down to the Treasury this morning a t the request 

of Sir John Simon as he wanted to talk two things over with 

me: He wanted to know Where in New York the British Gov­

ernment shoul d, in my opinion, place their bank balances. 

Hie peopl e in Washington had informed h1m ot their intima­

tion by the Secretary of the Treasury that t he Federal Re­

serve Bank in New York would perhaps be the best repository. 

I, ot course, could not coament ae I had not beard ot this 

!rom the Treasury . I told h1m I would come back and die­

cues it it he would let me ponder it tor a day. 

According to my impression, i t would be an error tor 

us to euggest in any way where the balances should be kept. 

The sole reason tor their asking the advice ct the Treasury 

or myeelt, since the National City Bank, Morgan's and the 

Chaae 
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Chaae are baing considered b7 them, ie to be oertaln that 

their oboioe Will be politioall7 oorreot. This appears 

dangeroue ground to me . Seoondl7, einoe the oonoerne Juet 

mentioned are reputable to all intents and purpoeea and are 

at1ll tunot1on1ng in the United States, I reel that our 

GoTernaent would err in suggesting that the British GoTern­

aent, alnoe it is atter all a ouatomer, do not place ita 

account with a commercial institution. I cannot help a,selt 

expreuing a, rtev although I ~ine th1e ie none ot lll7 

buaineas. I feel that sometime that there would be some 

queation oonoerning the reaponeib1lit7 ve are assuming in 

auggeating an7 action to the Britiah and that it m&7 turn 

out to be an onus llbl.oh we will not want to haTe to bear. 

Sir John ' s second query vas oonoerning the d1eposit1on ot 

their American seouritiee. I told him I would be glad to 

I 
look at the question vben the7 knew the eeouritiea the7 

had but that I could not otter an7 euggeetion untll th1a 

intol'll&tion vas aTa1lable . Although I did not tell b1m, I 

belieTe ve are greatl7 i ntereated in bow the British dlapoae 

ot their aeouritiea because ot the etteot on tbe Yaluee and 

prioea ot our ovn. I am oontident, boweyer. that the7 Will 

talk With at about th1e and ve oan then oonaider how we can 

beat protect our ovn aituation. 

Sir John 
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81r Jolul told .. tbat he -• unoarta1n about 8Ye1'7-

th1ns dur1DC theee t1a .. but that be waa aure tbat lta1J 

would be on the Y1otor1oua a1de, but not unt11 1t -e oer­

ta1n o!" the Y1otor1oue partr. 111aon added that theJ be-

11eYe et111 that eo .. answer will be torthooalng troa Bitler, 

DIIIIIDY1 
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JBOIU Aaer1oan r:.ba.e:r, London. 

Dl'rE: Ootober 18, lll31l, 7 p,a. 

110.; ll082 

13 

Sino• the Department baa not anenred Elllb&e1:r' • tele­

Sl'UI no, aoae of the 13th of Ootober, " p.a,, I 4o not 

know how I lhould repl:r to turther ~eetione. Poee1bl;r, 

of oour .. , 1tep1 ..:r baYe been taken 1n lfa1b.1Jigton b;r 

the !rlaiUZ7 Department to 1nfora the British Aabaeeador 

there. 

At an:r rate, I would lUte to olar1 t:r a few thing1. 

A prel1minar;r outline I haYe •••n of the amount of market­

able .. ouritiel aoquired b;r Great Britain from ite na­

tional& gin• an uount of approxl.atel;r aoo,ooo,ooo 
pOWide; nobod;r bad an:r idea that the figure would be eo 

low •• that, Ae a lietener I baYe eat in 41eouea1one and . . 
heard u.n:r of their ~nte . .about the 1ap018ibil.1t.;r of 

their .. nding dol.l&re to the U.s. So exteneiYel;r ani. eo 

aoutel;r il th11 arg\Uient being ueed enr;rwhere I turD that 

I .. OOD'I'inOid it il reall;r aD IXOUII to .. t11f;r OUtt.in8 

down to the lonet po11ible l1a1 t the no nul. trade wh1oh 

n oould r .. eonebl;r erpeot to baYe, ••• 
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•rera~ and atricU7 coot14eaUal tor the Seore1:al'J 

and Undaraeoreta.1'7 or sta te a 

"I have not received an7 anawer to 1117 2026, October 13th, 

4100 p.m. and therefore I don't !mow what answer I am to 

give it I am aelced again, and ot course it 1a possible that 

aome ateps !». ve been taken b7 the 'l'l"eaau17 to not11'7 the 

Britiah Ambaaaador in Waahington. 

•tn an7 event I -.:>uld like to JUke a couple ot things 

clear. I saw prel1lll1naJ07 outline ot the UIOUilt ot .arl<et­

able aecuritiea that the Britiah have a cquired rraa their 

nati onals and 1t wil.l be arou.nd 200 1111111on pounds - a 

great deal leas than anybod7 imagined. I have eat in and 

l ietened to arguments about how they cannot send dollara 

to the United Statee. I am convinced that thia argument 

ia being used eo extonaivel7 and ao acutely everywhere I 

t\lm that it really ia an exeuae tor cutting ott every 

poaai ble bit ot normal trade that we lllisht reaaoaabl,- expect. 

I am thorou8Uy convinced that not one dol.lar'a worth ot 

anything will be bousht in t2le United Sta tes u.nleaa it 1a 

a bsolutely e .. ential. Realiaing this and seeing their 

tinancial pi cture, sooner or later, it thia war continuea, 

there will be n o place to turn bu.t to the United Statea, and 

1111 reaaon tor sending the wire the other daY, about which I 

reel evan more atronglJ now, 1a that we ebould avoid to the 

t arth .. t degree any pouible indication that we have •de 

an:y 11188eetiona aa to where th17 should keep their -.may 

14 
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or bow t!wJ mOQld apeud 1t, beoauaa I .. oerta11l tat .. 

will rue tbe 4a7• 

"I reel 1t '&7 obligation az~d dut7 to adv1M 7011 or th1e 

rrom the reeling I get or thS.. e1tuat1on here. I th1nlc 

I mould alao wam 70u the t tho la\'arege or tho present 

American Alllbaaaador 1ll London 1a due to lenen and tbet 

probabl7 rep1dl7• I bel1ovo that lllD7 reall7 uae:!Ul 110rk 

I -7 ba able to a oe0111Pl1eh rill bave to be done quiekl7 

boeauee I aa conv1need tba t , without having an7thing to 

15 

pin 1t on, tho bo7e th1nk I .., too hardboiled a nat1onal.ut. 
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AOVIS&:R ON 

IHTIRNATIONAL •coNONIC AfYAIRS 

October 21 , 1939. 

To: 'l'he Seoretar:r ot the Treaaur:r. 
From: Kr. Feh. 

16 

Thank :rou t or returning the or1g1nal 
cable no. 9088 troa London to t he Depart­
ment becauee ot tbe nature ot the oode 1n 
which th1e cable wae sent. 

I am enoloa1ng herewith a paraphraee 
ot tbe eect1one ot the cable that b&Ye to 
do with tbe matter under oone1derat1on 1n 
the Treaeur:r. 

RECE IVED 

OCl 21 1938 
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!01 Aaenou EMu117, LoD4on, EDglall4 

DAftt Ootober Ul, 19311, 7 p . • . 

10.1 12110 
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!he f ollowing 1e etr1otl7 oont14ent1al tor Aabaeea4or 

leueqa 

Retell"ence 1e .. de to JOUI" telecra& ot Ootober 18, 

7 p.• . , •o. 2082. 

!be queet1on which 81r JohD 818on ra1ee4 With JOU 

regar41ft8 the llaJ'ket1DS ot AMr1ou eeour1t1ee b7 the 

Br1t1eh OoYernaent 1e et1ll be1DS turned o•er 1n oUJ" 

• .1.nde. 

'!'he folloWing are our tint· jpneral 14eu on the 

eubjeotl 

It 1e neoen&1"7 tor u1 to a•cid 4nelop1ft8 Y1 th the 

Britilh OoYernaent aDJ r•lltionlhip ~ich •i«ht be ccn­

etrue4 u unn•utral. We 8Uit al1o aYoid all riek that 

aDJ bll"Uch ot th11 OoYemaent be held nepou1ble tor 

unet ••-nt. lloweYer, in o1"4er to protect our 1Dtenet, 

th11 Oon~nt would Y11b to hen tull kDOWl.ed«e ot what 

l1qu14aUon 1e takiDS plao• or oont.-pllted. 

In the cirouatancee, we bel1eYe it ehould be lett to 

the Britilh OoYell"ft8ent to decide what procedure and .. ,h,,~~ 

ot 1ale 1hould be followed. AI tar u it 8&7 be poeeible, 

the Britieh OoYell"ft .. Dt ehould, boweYer, si•• the Tll"eaiUll"J 

an4 the 8ecU1"1Un an4 ~Exchance C088111ion 4aUJ repone 

in 
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1n suitable detail, and 1t ehould keep ua intoraed ot 

proepeotiTe plana. 

18 

It would be ot eoae help to ua 1t the Br1tieh GoYern­

ment would designate one or more peraona who oould diaouaa 

the matter ot turn1ah1ng appropriate 1ntoraat1on with ue 

1n Waahington. END MESSAGE. 

1-('l·! -~ • 

£A:LW 

.. 

HI1LL 
(B.W.) 

.. 
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London 
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Dattd OctobEr 20, 19~9 

Rto 1 d 9: 15p. m. 

Storttary of StatE 

V/ashington 

2109, OctobEr 20, 8 p .~ . 

STRICTLY OO!t'P IDEN'I'IAL POR TilE PRESIDE!ll' , THE 

SECRETARY OP STATE, AND THE SECRETARY OF THE TREASURY. 

I had a long eon!Ertner this morning at thE 

TrEasury with Sir FrEdErick Phillips , Sir Richard 

Hopkins and Montogu Norman . They gavE me thE tEntativE 

list Of American SECUritiES thot &rE rEadily marke table . 

ThEy haVE 1n odd1tion to this o. list ot so oo.lltd 

• oats and dogs" wh~ch thEy do not rcgord as importont 

but at any rate obout whieh nctping eon bt done at 

thE minutE . ThE list totals about $750,000, 000 but 

Phillips thinks that it is better to deduct about 2~ 

tor errors and dupli cations , eo that in the last 

analysis you will have about tsoo,ooo,ooo worth or 

American rEadily marketablE sEouritiEs . I havE had 

o copy struck ott ot the liet and om putt i ng it into thE 

pOUCh addrESSEd to thE SEcretary Of Sto.t£. 

TakEn 
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Taktn as a wholt, it is an t xctll t nt list of 

stcurit1£s and rethtr wtll divided as lists likE this 

go, but that dots not mEnn that thEy arE rtadily 

markttablt , Such things as 400, 000 shnrts of Ntw 

York Ctntral and 1,900,000 shorts of IntErnational 

NickEl , as wEll as s mnlltr amounts of stocks scarcEly 

tradtd in, orE a problEm in thtmstlvts , but at any 

r att , I am sEnding you thE list and you can look it 

over . 

The immEdi atE problEm that concErns thEm is 

this : what thty would first likE to do is mokt a 

loan trom tht RFC or any othEr wny that is l tgnlly 

possiblE on t his Ent irE gl'oup or aeourit its and thtn 

procEEd to liquidatE from this loan as tht occas i on 

prEsEnts itsclf . This thEy say from thE point of 

vitw of the American market , would probably bE tht 

20 

brat way out . Of course thty do not know how much 

margin thEY will havE to put up. ThE othEr altErnativE 

is to get s cm£ Amtricnn rtprestntativt to tnke cnrE of 

their interEsts and SEE thnt these stocks nrc liquidnttd 

to tht bEst advantagE for England, In thia rtspEct my 

1mprtss1on is that they btlitve thtir inttrEsts would 

bt btst protEcttd by dEaling thrllugh ~•orgnn but thty 

htstitatt to mokt thtm thtir agents becaust of tht 

mattEr 
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metter discussEd in my 2026 OctobEr 1~ . 4 p . m. 

Norman thought this morning that it might bE possiblE 

to put thEir bank accounts with Canadien banks in 

NEw York but ht odmitttd that nonE or thtm kntw 

enough to handlE tht liquidation of thh sizt trans-

notion end that thty would probably hovt to cell in 

Morgen or scmtbody tlst to advisE tht Canadi en banks 

how tht btst inttrtsts of tht British would bt pro-

tEcttd , At tht samt t1mt they crt worriEd about 

giving thtir business to Morgan or th£ Chest or 

thE Notional City Bank btcoust or advErSE criticism 

that not only might comE from tht Government but 

from tht pEoplE of thE UnitEd Stotts . I f thEy hnd 

not hod o suggEstion from Vloshington about tht FEdEral 

RtsErvt Bonk, thty would bE procEEding without much 

worry but thEy rEalizE that the salt of thEsE sEcuritiEs 

for the British Government should not properly come 

undEr the Ntw Y~rk Ftdtral Rtatrvt Bank, 

I nott in your 1250, Ootobtr 19, 7 p.m. that thE 

dtttrm1not1on of proctdurt end method or salt should 

bE ltft to thE British GovernmEnt t o dEcidt end I think 

that 1• complEtE ly tht r i ght ideo, os I hovE olrE~dy 

said, but thEy hovE alrEady btEn frighttntd Enough sb 

that 

Regraded Unclassified



- •- 2109, OctobEr 20, 8 p .~., trom London 

that they hEeitntE to do onyth1ng thty think w111 

oauu 11111111 tor their country 1n ADIEr1en . 

(END SECTION ONE) 

KENNEDY 
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Secretary ~f State, 

Washington. 

2109, OctobEr 201 8 P• m. 

GRAY 

LONDON 
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Dated cr. tobt:r 201 1939. 

Rco 1d o 2 a . m., 21st. 

I not£ that you say the government would wi sh to ha~e 
full knowlEdge of what liquidati on i s taki ng place or con­
templated in ordEr to protect our interests. To bt very 
frank wi th you I do not know what that means , bEcausE un­
less you art prepared to makE a loan that carriEs with it 
as one of the provisos of the agreemEnt that the Bri tish 
will only sell whEn therE is a markEt ready to receivE the 
aEcuritits how can you say an~hlng to the British Govern­
ment if they f all that they DEEd thE monty and decide to 
liqui datE their stocks EvEn though the sale of the acourl • 
t iEs has a very damagi ng effect on our markEtt--not that 
thty would do so unless thty had to. Either the Ntw York 
stock exchange is open to do businEss or i ta functi on 1s 
finished • If a man has a lot of stcuri t i ta and ht haa to 
aEll thtm1 hE has got to go right out and get thE beat 
pr i ce ht can. If they had to liqUidate thEsE eecurltlee, 
unlcaa the market becomes very activE, you can take my 

word 
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WJD -2 - No. 2109, Octob~ 20, 8 P• m. from LONDON 

word for i t that thErE would bE plEnty or troublE . 

Now as to thE last paragraph i n your 1250, OctobEr 19, 

7 P• m., about furnishing appropriatE information. Do not 

mi sunderstand mE; thEy will givE you anything you want 

but thEy f i rst havE to havE a mEthod or plan of handling 

thE eEcuri t i ta and thtn aftEr that , i f they pick an agEnt , 

they will of coursE authoriZE thE agEnt to furnish you 
any information you dEsirE . 

I would suggEst that UndEr SEcrttary HanEs look 

this list ovEr and I am quitE surt hE will agree with me 

on thE possibiliti Es or troublE in thie l i st . 

ThErE is anothEr situation that may causE troublE 

unless this thing is wEll organizEd and that is that 

Philli ps tol d me this morning that the FrEnch arc going 

to havE thie problem or liqui dation of American SECuritiES 

but probabl1 not for two months s inc E thEy have not rE­

quirEd thE holdings of thEi r nati onals 1n AmErican sE­

curitiEs to be turnEd over at the minute. ThErEfore, 

alt hough Phillips sai d that they havE not talkEd with thr 

French as to thEir probablE method or proc edurE, it SEEmEd 

to mE as wEll as to Phillips that they wi ll probably havE 

to havE some agrccmtnt of action; othrrwist thEy may be 

competing with one anothEr in thE salE or thEse American 

securi t iEs to the s Eri ous dEtr imEnt of thE American 

holdrrs . 
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holders , Phillips e.grttd wi th this a nd sai d that just as 

soon as they hod devi sed their plans t hEy would t alk to 

the l?rtnch, 

25 

I t1Sktd Phillips how soon ht would ha ve to hove the 

monty thct thes e srcur1tito r tprtstntrd, He sai d accord­

i ns to his best f i gur i ng their deb i t bal ance wi th us for 

the first year of the war would bt about f 1vt hundred 

million doll3rs , I then as~td him how much cash balances 

he thought thEy hod in thE United Statts and ht and Norman 

both put i t at top 100 million dollars so thot i t becomes 

f~irly obvious thnt even i f they kEtp wi thin the i r re ­

qui rements they Tlill nerd most of t his money in t he course 

of t he next t en mont hs , 

When I asked Phillips this moxming as to t his f l gurt 

of 100 mill i on dollar s in cash bal a nces in tht Uni ted 

States , thtrt seemed to be some hesitation on both hie and 

Horman ' s part i n giving me on answer , WhEn I rEturnEd to 

tht office Butterworth looktd up thE forEign bonking fundo 

figures i n thE l ot cst Ptderol Reserve bullttin which did 

not tally at al l , so I suggested th~t he o~ll up Phillips 

and ask him for an expla nat ion of thi s i tem because aftEr 

all if they n~d subs t antially mort than 100 million dol lars 

t h t nttd for a r api d liquidat ion of thee£ securities bt­

oamt ltss important , Hopkins juot callEd ba ck on the 

ttl t phont and s ai d tht f i gure of 100 million dollars was 

thE 
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thE nEt sum cvcilnblE to the control. HE statEd that 

thErE wErE still substnntiol commitmEnts to liquidatE, 

that our fi3urts would no doubt includE nEotasnry working 

dollar b~lnnots of Briti sh comp~nita , balancEs of EXEmpt 

AmEriccn rEsidEnts hErE and "tvc.aion• costs which thEy 

would l~ok into lnttro 

I suggtsttd that Phillips Explain thtir problEm to 

Lothian ns quickly as possiblE ao that you may hter from 

him, but I think that thE naturE of tht inquiry o.gain 

will bt 11 11bErE do you Ttnnt us to do businEss?" It is 

almost on obsEssion with tht British Trtasury officials 

not to do anything that Tiill upsEt th£1r aim, 

(END SECTION TWO) 
~ 

KENNEDY 
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PAlW'IIIUS! OJ' T!LEORAM RECEIVED 

FIIOM: Alllerlcan Ellbaeay, Paris, Frl\.nce 

DATE: October 2,, 19~9, 6 p.M. 

110.: 2~71 

FOR THE TREASURY DEPARTMENT. 

'l'hls morning we viei ted Professor Charles Rlat. 

Recentlr moat or hla time has been davo,ed to studying 

blockade problema, and to coordinating activities with the 
''71-Britieb- reference telegram No. ~ ot September 9 from 

the EmbaaayJ-be teele oontident that a h ighly etteotive 

blockade will be worked out . 

With regard to toodatutta, Proteaeor Riat said that 

ot couree Germany baa or can get trom her neighbors euttioient 

wheat, potatoes, and other things, but ae tor rata and 

forage, there is a real lack and the blockade can etteotively 

cut ott euoh auppllea. Hog raieing will be_'attected by 

lack or forage; added to the cutting ott ot supplies ot 

cottee, cocoa and tea, the German morale may well be 

greatly affected, 

In the r aw material field, he believes that lack or 

certain or the rarer metale, as tor example molrbdena 

and cobalt, will be or particular concern to the general 

staff and to 1 tboee in Germany who really count•. A meet 

serious problem will be the petrol eum eitufttion. Rist 

said that ae earlr ae March or thla year the Britieh believed 

Germ&nT vae worried about ita reaeTTee or oil. !here don 

not sen to be much proiJ)ect, be said, that adequate var-tiae 

supplies 
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euppl1ea either troa Ruaa1a or troa Ruaan1a oan ba obtal.ned 

by Germany. Rovner, RUt 1a of the op1n1on that there 1e 

eoae exaggeration 1n the Tar1oua publ1ehad f1guree of the 

var-t1ae needs of Germany. 

R1et belle••• that by next aumaer Germany will be taoed 

wi th a definite shortage of oil, taking into consideration 

decreaaing Ruaan1an produot1on, inadequate transportation 

faoilitiee 1n the Danube, and Ruaan1a1 e growing raluotanoe 

to sell to Germaft1 greater quantities of p etroleum in •lev 

ot the Anglo-J'ranoo-Turkiah paot and the prox1a1ty of the 

U. 8 . 8.R. to that area. I t 18 hie ballet that there are great 

adTantagea to the ~liee in t he afore-mentioned paot with 

Turkey and in 1ta effect on the Balkans. There is a delicate 

problem 1n Ital)' aa a aouroe of German supp~ and a blookade 

leakage llh1ch it would b e d1ft1oult to ass~. Ot couree, 

he aald, Germany' a ooneumption of raw aateriale would b e 

greatly reduced if no ofteneiTe is launched by that country 

th1a w1.nter. Howner, when h e stopped t o think about it, 

he could not belUTe t hat Oenaany could go through the winter 

quiet~ with title against her and not in her fa•or. Be 

waa oonTinced that the aoet l ikely policy for Germany would 

b e an attack on the Veatern Front. !hera waa, of courae, 

a •ery conaider&ble riak of a failure ot auoh an ottene1Te 

tor the lfar.ie to cona1dar, and the etteot ot auoh a failure 

on the aorale of their people th1e wi.nter. 

These 
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Thea• blockade queation• haY• ktpt hia eo buar that 

he baa not had auoh t1ae to follow eoonollio and tinanoial. 
atta1re outeide ot hie own •little ool!pa.rtMnt•; he had 

abaolutalJ no t1gurea either on the internal or external 

ooaaaroe ot Franoe, ~· ainoa the war euoh atatiatioa haTe 
been noneXiatant. He Aa1d that a co .. ittee on aconoaio 

queationa had been toraed and he waa ita preeident, but 

that tranklJ not auch had been done br it. The need tor 

raY1Y1ng internal trade and 1nduatr,., aa also exporta, waa 

diaouaaed b7 eYer,.one, but col!plainte ot inaction were 

heard troa eYer, aide. 

Export ot tiniehed produota waa preYanted b7 dalaJa 

and 41ttioult1ea which are tacad by iaportera ot raw 

aatarial., he aa1d. The YaJ the war baa gone waa col!platelJ 
cont rar,. to what tha7 had anticipated - troa the beginning 
the7 had aobil1zed eYer, aYa1lable aan and ottioer, e1noe 

tha7 had thought there would be an early attack in the 

lieat and that a weak ll!llt would be the Kediterranean. 

'l'he oourae ot th• war had been quite ditterent - there 

etill had been no boabinga ot transport tao1lit1ea and 

taotoriea, and it waa aate in the Kediterranec. 'l'heretore 
it would be teaaible now to let a nllllbar ot thoaa oal.led 

to arae go hoae, and thoae induatriaa para1Jze4 b7 labor 

shortage ehould be aided b7 deaobilizing two olaeaea - reference 

teleSI"aa ot Ootober 17 troa the lllbuar, •o. 2489. 
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The r elease ot the administrative and executive personnel 

so necessary >rould be ot even more importance. Unquestionably 

some progress had been made, he said, and he did not want 

to be pessimistic, but he felt that before a semblance ot 

normalcy would return it would take at least another two 

or thr ee months. 

Professor Rist has not been following financial aueetione 

closely, and when war-til'ls financial measures were mentioned 

he smilingly shrugged hie shoulders , but he did confirm that 

they had had highly satisfactory eubacriptions both to 

a r mament bonds and Treasury billa and t hat tor at least a 

year France had nothing to worry about so t ar as external 

purchases trere concerned. 

The demand tor dollar bills has s t arted a black market 

here. The official rate tor dollar billa is 43.70, and 

on t he black market they are bringing trom 50 to 53 franca . 

The National City Bank1 e Parle represen tative, with whom we 

had lunoh today, told us that as yet the black oarket 1e not 

aot1ve t hough 1t will probably become more so as t he war 

oontinuea. His Bank he ea1d 1e delivering dollar ourrenoy 

to pr ivate individuals only tor payment tor s teamship 

passage to the United Statea. In suoh oaeee they required 

the turniehing of evidence from t he steamship company. 

Dalad1er1 s oft1oe announced today that 1n accordance 

With 

-.~ 
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w1Ut. Ut.e plalle of the 1'1unoe X1111eter ReJ'D&II4' e buf.«et 
tor 1840 woul4 be pr .. ente4 to the Chulber F1nanoe oo-
111ttee aroUD4 the 11144le of •oTellber (olll' telepou •o. 22111, 
lleptellber 27, 8 P·•·). Parl U..nt 11111 be oon9'0lte4 tor 
the latter part of the aonth aD4 will preeuaablJ be requeete4 
to extend the 0oTernaent1 e tull pcnrere vh1ob are 4ue to 
expire on lobellber l!O. 

It 1e reporte4 1n the preee that negot1at1one are ua4er 
wa:r tor a Franoo-Br1 t1eb new ore41 t to Turuf, 

The etat .. ent ot the •at1onal Banlt of B•l«l- tor 
October 18 above a 4eoreaee 1n gol4 reeerTel of 178,000,000 
an4 ot foreign exoballge of approx18atelJ :5&,000,000, Co­
.. ro1al a4Tanoel are up 7,000,000, Bote o1roulat1on 11 
4own le8,000, 000 an4 tbe '1'reaeu1'f aooount 1a 4o1m 3,1100,000, 

Ool4 oonrage 11 s•.ee• ae agalnet 8-i.e~ prenoua1J, 
Osor reporte t'bl arr1Tal 1D Parla after an 04J1117 of 

liTeral we.U tllrough Ruaan1a, 'l'urUJ an4 8f1'1& ot •1nent1 
tone• ot Polleh gol4. 

The uour1 t1 .. ll&ftet vae eubJeot to prot1 t-te\·S nc 
to4q but tbe UD4ertone wae t1.1'8. Xetallurpoal an4 ooal 
•1D1J18 1eeuae reg1etere4 a4Tanoee. Xoet 'rent~~~~ wer. 

• J '(. • •1· doYD traot1ona11J, rore1p exoballgel rat .. were uno~. 
( ' ' Our Bank of l'ranoe oontaot tol4 WI that (oll1u1oa) 11 
I " ,. ... IC' I oont1Dll1q to gab on balance tb1e lit_!~JWOIJ~ . ...- ,1 ·~ 

DD OJ' Y''!AGI. 

BULLI'l'!. 
EA:LW 
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Rh B!II TIS!l SEG\IRITil::S October 24, 1939. 
10:00 a.m. 

Present : 

U. h! . Jr: 

Mr. Hanes 
Mr . Cochran 
Mr. Ste,art 
Mr . White 
!olr . Foley 

All right , gentlemen, let 's have this page , the 
draft . 

{l!r. Ho.nes hands copy of draft to Secretary) 

{'loading ) " Replying to query regarding making use 
of loan froc RFC collateralized by British pr esent 
hol~ings of kcerican marketable securities, it 
is possi ble tPBt some arrangement of this character 
could be made under existing laws. !lut such an 
arrangement \VOUld not appoar to have definite ad­
vantages over ava ilabl e altorn.ativo methods other 
than bot•rowing, and p robably is not advisable. 
Furthermore , i t might well produce oppos iti on and 
criticism here. lie have no objection to suggestion 
mentioned by lio:rrnan , Tho selected Canadian ineti­
tion could s ecure marketing advice in any quarte r 
i t wished." 

I would say, if you don ' t mind - I would make those 
two sentence& into one. ·~·.o have no objection to 
the suggestion nontionod by Norman that the se l ected 
Canadian institution could secure marketing advi ce 
in any quarter it wished." 

I had a revision of Wlat , llr. Secretary . It says 
the sane thing but change s the emphasis and it tsko" 
care of that point. 

Have you got another dra ftt 

Yo:s . 

Here it is. 

Is thi s dra f t number twot 

It i s the dra f t the others agreed to and Ed ha s 
ohanged juet that one sentence, I think. 
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And there is also a change 1n tho first sentence, 
too. Rather than say what we have already said 
to them, that a s a matter or law RFC has the pOYIOr 
to make such a loan, I thought it YiOuld be better 
to knock that down. "I believe there is no need 
to comment ~trthe~ a t this t i me , in tho matter of 
the authority under existing law of the RFC making 
a loan collateralized by the British present holdings 
of Aoerican marketable securities , eince f rom a 
policy point of view such an arrangement "·ould not 
appear to have definite advantages over available 
lll8 thods other than borrowi ng, and probably is not 
advisable." 

1 think that is better. 

I think it is better. 

Uuch loss dangerous . 

In other words , VIe are letting them know. 

We don t t want • • •• 

We don 't want to raise thoir hopes . 

\/hat wo are saying 1n both of them 1e that •to don ' t 
want to talk about this l onding money on securities. 
That is just ou t , as far ao 1 can see. 

Let me just read this again. 

I think that is good. Are you satisfied, Johnt 

Yes. It Just says much clearer and much better 
'flhat tJe were t r ying to sa1 boforo. 

Did Norman say Just thatt 

Here i s the language. I will read i t here. 

"Uorman thought thio morn1nft that it might be possible 
to put their account s with the Canadian banks i n 
New York , but he admi tted that none of them knew 
enoueh to handle a liquidation of this size trans­
action and they would probably have to call 1n 
Morgan or somebody else to advise the Canadian banks 
how the best interests of the British Gove rnment 
would be protected. At the same time, they are 
worried about giving their business to Morgan or 

Regraded Unclassified



H. U. Jrl 

38 

- 3 -

Cbaae or the National City Sank because of the 
adverse criticism that not only might come from 
the Government but from tho people of the United 
States. • 

Thanks . 

"Ita have no objection to !lorman ' a suggested designa­
tion of a Canadian bank in New York. We should 
appreciate being informed of any American individuals 
or institutions that the British Government contem­
plates employing to aid or aaaiat eueh canadian 
banks. Our reques t that SJ;C and Treasury be kept 
tully informed was for the purpose of enabling them 
to discharge the duty of endeavoring to see that 
liquidation would not unduly disturb our markets 
and our eoonomy; in which matter the British Govern­
ment also has an interest. VIe have noted carefully 
all your statements and augs eat again that we shall 
be happy to diacuaa with the a gent in this country, 
designated by the British, method of liquidation and 
the furnishing to us of appropriate information. • 

Mr. Secretary, Walter Ste VIart makes the su~gestlon 
that after " ••• a canadian bank in New York '"' 
insert "aa liquidating agent." 

Yea . 

I think that is a good suggestion. 

'!ba t 1a right. 

Well now, just a second . llhen you aay, 'Canadian bank 
in New York, • do you mean the Sank of Canada? 

No , it mean a the Bank of llontreal or the Royal Bank 
ot Canada or - what we a re trying to do 1s to stay 
away from suggesting a name. Y/e are just saying wo 
aee no objection to Montagu Norman's suggested method or handling 1t through their own a gents here in New 
York. I think that inference 1e clear. We are 
suggesting to them that they do take a canadian a gent . 
I think it YlOUld be the beat thing to do . 

Ia it your thought , possibly, what is running through 
your mind, that it may be desirable to have only a 
government agency handling a matter of aueb great 
1mportancet 
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Woll , what I am running through cy mind is this, 
wha tevo r the amount that they have~ , I think it 
is sufficiently important that they send s or.ebodt 
over here who would be hero lind whom v:e can talk 
to . 

lie covered that last night. 

That is in the last paragraph. 

Just a second . I think i t is unimportnnt what bank 
they choose - I mean whether it is a canadian bank 
or whe t her i t 1s a Stock Exchange House. I think 
what is 1mporto.nt, who 1s Lhe f ollow over her e who 
is going to nake the hour-to- hour decisions , because 
that is what they have to bo . 

Yes , t hey undoub tedly will have . They have got 
plent y of people •A' o are thorougltiy capable of doing 
this stuff. A lot of it will be dono by private 
negoti ation, anyway. 

That 1 s why we broke that up into two sentences. 
l'h.e way 1t is in the other draft , it says, "Vie have 
no objection to 3\lggestion mentioned by Norman. 'l'he 
selected Canadian institution could secure marketing 
o.dvice in any quarter it wished." r think that that 
implies an approval of Uorgan & Company because or 
the way this 1ncominr cable i s phrased. 

llo , I don 1 t . I think tho reason •••• 

~t is why r thoucht i t ought t o be rephrased. 

I don't agree with your (Foley) sugroation there , 
because what we are trying to do , as I take i t , is 
to a voi d any responsibility for suggesting to whom 
they go for :narketing a dvice or any other kind of 
advice. I say that we ought to have our ski ,rts cl ear 
ot o.ny kind of help . l'lo are not suggesting help here , 
wo are just saying we have no objection and from that 
point on, I don't think we ought to gi ve any advice 
a s t o where they get tho advice from . 

Are you giving advice here or are you merely indica­
ting he r e that ;rou havo an interest and thnt is . 
sufficient? You are moroly saying we •10tt l d apprecia 
being i nfon:ted. 
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I haven ' t any interest in that , that is my point. 
I just haven 't any intereot i n where they go to 
get advi ce because tha t i s as.uming on our part 
some responsibility which I think we should avoid , 
i f possi ble, and I am sure the SEC feels that same 
way, For instance , Jerry Frank, last night , made 
this suggestion , that we put in the cable to 
Joe Kennedy words to the effect that, "You realize, 
ot course , that we don ' t want J , P, Morgan and Com­
pany to a ct as your agent ." That , 1 think, looking 
i n the light of a future i nvestigation, when these 
tiles might be a sked for by soac neutrality com­
mi ttee on the Bill, I think we would be in a hope­
lessly bad positio~, so Jerry aussested why don't 
you talk to Kennedy on the telephone and just re:~ind 
him of that . I think Kennedy is already cindful of 
the tact because he cakes it so clear i n his cable 
that there is feeling abou t l<or gan and Company and 
they don't want thee to act as agents, so I think 
it :oi ght well be said to Kennedy , over the telephone , 
"You realize , Joe , of course, the situati on here as 
regards Uorgan and Company and we wo.nt you to keep 
your skirts clear. " 

The te l ephone is no secret today, 

I am only thinking about tho t ime when so~e Congress­
man on the Hill says, "Well , Mr . !Jorgenthau , what 
did you mean by that? Explain yourself." I am 
talking about i f we say that . 

I think very definite ly, John, without havhlg any 
documentary evi dence t hat could be used against ua , 
the ~ression ~s been created that it would not 
be looked upon in thi s country as good politics for 
the British Government to use J , P. ~organ or one 
ot the big insti tutions 1n New York, fie don't want · 
to destroy that 1mpreosion. 

I don 't agree to that last statement& ~e of the 
bi g institutions i n New York ." How the hell are you 
going to deal with this situation if you don't deal 
with some or the big i nstitutions 1n New York? They 
are the only peopl e who have go t capacity to liqui­
date this much stuff, I don ' t agree with t hat at 
all. I agree there is a feeling about J , P. Morgan 
and Company. I don ' t lcnow about the Chase and 
National City Bank, because I haven't talked to any­
body about that. 
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The reason I say that, John,. , , 

Ed, please. \'ihat we are discussing is un1mporte.nt. 
Do you mindT 

I t hink so, too. 

VIe are placing a lot or eii!Phaals on something on 
which vte all agree, There is no diasent:lon that 
we ahouldn 1 t use Morgan, Le t ,.,., just go through 
this thing. I think we are placing too much em­
phasis where it is unnoceasacy, 

~7e have no objection to Norman's suggested desi gna­
tion or a canadian bank in New York as.liquidating 
agent .• 

Now, that is telling them vecy pol i tely the canadian 
bank is 0 . K. and the other fellow isn't . 

I woul d like to enter this objection as a matter or 
record. I would like to aay there instead or that 
last sentence, I would ju3t like to insert the sen­
tence we agreed on yesterd11y. "The selected Canadian 
ina titution could secure marketing advice in any 
quarter it wished, " becnuse then we are imposing no 
restrictions on them, 

I think you are giving a tacit approval when you take 
that in conjunction with the sentence that they gave 
in their letter, which might be interpreted as sounding 
ua out, They say they would l1ke to use the boys. 
They need their advice but they are afraid the Aoeri­
ean public wouldn ' t like i t , We come .back and say, 
•tte don't care where you get your advice.• 

Just a second, Ste~artT 

I agree with John, because I think in the first place 
that the practical difficulties or indicating to them 
all the individuals or institutions that they mi ght 
approach for informati on with regard to the list of 
securi t ies of the kind they have are extensive, I 
think, from the standpoint of this Government , we 
ought not to show an indication of who it is we want 
them to advise with. It ia a very large transaction. 
They will tum to a great mD.ny quarters and it ie 
qui te possibl e the Morgana would be one of the beat 
places they could advise on certain securities that 
they have, 
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llhat I am thinki ng, 1f I may juat interject lli;1Seli 
for a minute , I go a atep f a rther than you and 
John. I don ' t want to give approval or disa pproval 
or even raise the question that i t is up to us to 
s ay t hat they can or canno t aeek advice or anybody. 
I would go fur ther . 'l'herefore , I wonl dn ' t even say 
that the Canadian insti tution oan seek i t s advice 
anywhore . Le t them j us t tako it f or granted, by 
not saying anything . 1'/e can just simply say it ia o. K. wi th us i f they wan t to dosicna te a canadi an 
bank. All we aro saying ia that after they have 
Chosen who the people or group are who will advise , 
we would l ike to know so tho. t we enn keep in touch 
with then. Think i t over, 

~y view is that that 31cplit ioa tho problem. 

I ""' jus t going to make that suueati on and then I 
think Banos had better get these peopl e together 
again and thrash i t out nnd I will a bi de by the 
group decision . 

Or you could substi t11to - . insert tho word "chiefly" , it 
would sui t his objection. 

I don ' t want t o get down to wor ds . Hanes has cor.1e 
in to s how me how far he has gotten. The thing i sn ' t 
f i ni shed and I am goinr to ask h i m to call the group 
together again. He has taken my pulse and knows h ow 
I ree l and I am satisfied tha t a CL~adian bank is 
all right , but I don't wnnt to publicly or privately 
indicate to the 3rit1sh who thoi r advisers shoul d be. 

It 1s dangerous . 

I don 't wan t to even 1cf,l7, i t . It i sn 't up t o me 
t o tell theo that Bank 'A ' is good and Bank •a• is 
bad, politicall:r and so forth and s o on. Hell , they 
know that . The President told them last June and 
July how he felt about certain banks . 

1~t is what I thought and I thought tha t the other 
language in the first draf t would eraae that im­
pression that has been created by the Pres i dent . 

"The request made by us that tho SEC and Treasury 
bo kept tully informed would be in di scharge or 
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our duty to endeavor to aee that liquidati on did 
not unduly disturb our markets, in which matter 
the interest of British Government is i dentical. 

43 

"VIe have noted care!'ully all your a ta tements and 
suggest again that we will be happy to discuss 
details of liquidation with agents here desi gnated 
by t he British to handle tho liquidation." 

The rest i s all right . I s it agreeable to you, 
John, to call this group together again? I am not 
going to ask for an appointment to aee the Presi­
dent until 7ou are ready, because this might run 
over another day, m1sbtn 1 t it' 

I think 1 t shouldn 1 t. I think we ought to get an 
answer back right away. 

What is the hurry! They are not pressed for liqui­
dating of seeurities. 

The State Department is pressing us . 

aut there is no reason why tho State Department 
should be pressing us . 

Kennedy emphasized tho urgency of it, 

He has no facta that we haven't got with respect to 
the u rgency o f this matter. 

The way I am going to leave i t is this, when you tell 
me that you are ready, I am soing to ask for Frank, 
you and I to see the President . I am not going to 
ask until you are read)' , but I do think we ought to 
do th i s thing as promptl7 as possible. I will g ive 
the benefi t of the doubt for a little jitters to 
anybody 11ho is in a war capi tal toda7. llhen 7ou are 
read,., I think in a reasonable time the Pres i dent 
will see us. I don ' t want to call him up and aa,. , 
"llo, we are not r ead)'." 

I will get them together this morning if I can. 

Is that O. K,, 
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Yea. 

Is there any disagreement in your mind? 

No , not at all. I don't disagree. 

Merle? 

44 

I favor it as written last night. Take Ed 's first 
paragraph. I mean, otherwise, I think it is rather 
an incompl e te answer to Kennedy. 

And ;rou take whn t , the NO que at of the SBC? 

I would be inclined to l eave that in about getting 
ad. vice and •••. 

You mean a selected Canadian insti tution could secure 
marketing advice in any quarter it wished? 

I d.on ' t see that we would hurt ourselves any on that . 
If you den:r them tho help • ••• 

I s that necessary, to say that? 

I am afraid the reply isn't complete. 

Is it necessary f'or U3 to oa.y ••• • 

They have accepted the Federal Reserve as their banking 
agent. They now propose to uae, possibly, a Canadian 
bank as their liquidating agent. They raise tho point 
as to whether it has the tecbnical faciliti es for 
doing it. Norman said we could use them but of course 
they would have to go so~owhere else. he say we have 
no objection to your uaing it. Of course, you may 
hAve to go sa:tewhero else. 

I mean, tbe selected institution 
advice in any quarter it wished. 
will do anyway. 

could secure manceting 
'!btl t is what they 

Another thing i s tho practical thing beyond this thing. 
Vlaltor will r ecognize what I am talking about . Just 
the two securities that they mentioned, they said 
they have got 400, 000 aJ:w.roe of Hew York Central and 
1 , 900, 000 aharee of International Nickel . Just between 
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you and me, I don't th1...X they C)&n a ell that aturr 
without using aome or those companies. 

John, why is it neceasa.ry to comment on that a.t 
all in view of the faot that if their telegram ia 
not asking you whether J. P, Morgan is all right , 
then you don't have to answer , It they are not 
asking , you certainly don't have to answer , 

Harry, I am not going to cocmit myself, Is there 
any doubt in your m1nd who ro I a tend? 

No. 

Ed, do you know where I stand! 

Yea . 

Do you know \'lhere I a ta.nd, lla.rry? 

I think so, 

Ymtr position is that you don't want to be giving 
advic e on where to go, 

But once they select a. fellow, I am anxious that 
1t will be somebody in this country we can talk 
to to f ind out what they a.ro doing with their 
securities, 

I think it is ioport.ant we get th1a thing back 
over here. 

You don't want to indicate Whether the names they 
indicate are all right or not all right . 

No. 

Ei ther by implication or by statement, 

Any more than I , a.a Henry Morgonthau, Jr., will give 
anybody a dvice on hia aecur1tiea, other than my wife 
nnd three children, which is most diff icult , and if 
some friend comes to me and says, "Look, Henry, I 
am thinking of taking this market counsell or, what 
do you think of it, he is a swell guy," well then, 
he advises him to buy this and that and they go aour 
and t hey say, "That ia a hell o r a fe llow .no advised 
me. " What is the difference between that and the 
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Bt.nlc of Englandt He say a , "Why did you g1 vo mo 
that tellowt Look What he hae done to me . I 
have sold all the wrong th1nge and bought all the 
wl'Ong things. • It is no d1tterent . 

Ym1 (Stewart) a s the former advieor to the Bank of 
England, know the Federal of Now York oouldn 1 t do 
this for them. 

No . 

I don 1 t th1nk so. 

All r i ght , the next move is up to you, John. 
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Rep~ to que..,. regardina maldna uao or l00J1 rroa R.P.c. 

coll&teralioecl bT Bri Uob present boldinio or American lllllrlcetablo 

oecuri.Uoa, 1t ia po3aible that eo .. arr&~~goant or tbio cbaztcter 

could be -.do UDder ox1ot1na lawa, But ouch an &rr&DgiiHnt would not 

appear to bave definite adnntages over availabl e altemative metbodo 

other tban borroW!ni, and probably 1a not advieablo. f'urtbel'll10re
1 

1 t 

:aigbt wall produce oppooit1on and cr1t1c1n bere. Wo baYo no objection 

to suggestion 11ent1onecl b)" llo!'IDan, Tho selected Canadi en 1not1 tut1on 

could secure lll&rketiog advice i n *D7 quarter it wiebod . 

The request ~~&do b,- ua that s. r:.c. and 'l'reasW7 be kept fully 

in!or:ed would be 1n discharge of our duty to ondoaYOr to aee tbot 

liquidation did not unduly dioturb our ~~arkets and our ecoo0017 1n which 

aaatter tho interest of Br1t1eb Govern~~ont 1a identical. 

We boYo noted coro!ully all your otatoaenta and •UBBest &gll1n 

that ... wUl be happy to 41oc:uos detailo or 11qu1dat10D with agent 

hero dssipted b)" the Bri tisb to bandlo t ho liquidation. 

10/23/39 
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I bellne 111aat tlaere 1e ao aeet to -• t'!artller, at tlalo 

Uae, 1ll tile aathr ot tile mtllorl'J' IUI1er exlltlJI& law ot tile DC 

.ar-able MOIII"1 Ueo, elnce troa a :pollq :pol.llt ot Ylew ... 11 aa 

........,._ ~4 ~tot a:ppea:t w llaYe 4et11>1h abat ... eo onr ut.11-

able Mtlloh otller tll811 borroW1JI&, c4 pobabl¥ 11 aot a41'111l>a. 

:rutllemore, ouoll a lou Jd&llt well proboo oppoa1t1oa aa4 or1U•1• 

Repl.Jiq to 7<Nr eeooD4 qlliJ"71 

We llaYe 1>0 objeotloa to~~·· -...eotod 4ee1~t1on ot 
~ .&?. "t--'<--"lt"~ y ... , ,;Jf 

a Canadian bank 1ll Hew Tork-1 we aou14 o;pp:reo1ah 1>•111& 11tto_. ot 

U7 JM:r1o&Jt 1n411'14ualo or 1net1tut1ono that t he B:rltleh Qo ... ,....t 

cont~ateo e.plo7111& w a14 or aaoiet ouoh 0&~>&41an beak. 

Our Hqueat that B!JC a4 '!:re&w:r7 Ill apt full¥ 11tto:tMC1 ._. 

to:r tile pupo .. ot aabl1JI& ua to 41elll.u'le tile dutr ot cdeoYOrlllc 

to ... that llqlllhtlon .,u14 ~tot "III41Ll;r 41&tuft .,.... .rata - oar 

eoona.;r, l.ll111doh atter t he B:r1Uoh Oon,..ut eleo baa a l.llhreat. 

We beYe noted caref'llllT all 70UJ" &tat-to, e4 ....... 

acaia tllat we •all be llaPPT to 41eOUI 11l111l the ...... 1ll tlllo 

oountrr 4 .. 1pato4 liT the ll:riUah aotllo4 ot liquidation &114 tile 

tu:rlllabiD& h uo ot •l>Pl"Oprlate atozmatloa. 

Regraded Unclassified



-

October 24, 1939 

llecrn\&17 • r•ont t>ao 

•••ro· "hit. ood Fol4r 

s.,..tor • ., ... ,. ! ""•J!rod ..,. ~~l·~'"tlO ~· t o \ !\e !lopartaeat'• po• ! t.1oa 
T..tL' • ... .,.,.J .. ont ta t l::o li<ratra.lt t.r IIUl t o Ua1t t~• 1t.abiJ.h• t1oa t"w.l '• 

o.old lnc• or t h• ~., o~ &.IV" bel....it"•~•nt t o oo aore t~n 15U, OOO, OOV a t 
C.n'" OIMI tiM. t • f M l ' Ai t t g., ~rt.nt. ol'\0~ 40'11C:A lott t.o S•a~ tor l&tner 

o},_o.l \ l oft Lo Tan•• ••oa..t~.t tw- tl\• t oUo••nc rea..orAt 

( ) h on C:."CJ'eN .xt oce<l t;.., o1At.ll1 tlo>ft ocou 1 t "' • t'l&lly 
eonoo1o01 or t •• P'>••l l>.lut,r or p:-ob.. t...1t.t of • . .. 1n r~. 
,..,..ftTe 1a eccon!u~~ no tiMid -.t ~'lla t.l~t~~ t or oocrea• t o ,..._ 
eonsldv t~• proble• .-o.l to l 1aJ t U • a~w1llut10D pottto.r • • 

(1) llonc tor Tart 'i\IUtio.d t!M l'oe"'-'7 •lou\ \!lo """ o• t!>e 
•'-"'billla t toa t'Uii!MS 1D '-"'-o ..,.tit. o"' • al"1 "fZ1o ~crot··r:r 1-:t t.h&. \ 
befo 'If 1.e .aulc! u.ce t:re •t.• bl l1 ..... t.Joo tunes to •••1• t aey 
ccmnt .rJ in Jl.I"'Uc-~·t: nc t !lat. •r b• "'<t,tl " t o.Q. up bet' o r o t.he 
propor o....,1t\M ood uk t or allldoft<lo. 'lllll p1•ocwdon "Koul4 
porn1t i(TMtor t luil:ilit.y t • .. n To ' t'• pro!JO""l tn 4e...L! ac •!til 
.......... nqr • 1lu.• t1on i n • .Uob a 1(~\ "" .... . u,y \ n tho 
1ntere•U ot t.h1~ coa try \o ~w-ei\"•• t '\to ~t:rreney or • ~l :&•r­
.,., 1l2 AIIO'Jftb cr-.. ~er u.,., ~~u,wo,wo. 101 ro1nc to tl:• ..,,_ 
ereae \o:»l cCNiaitt.H• t!le Tn.a• ury co~ • G('.rlai ·-. t. \e Yl .... ot 
CoJ~Ue ... w1 tbDut tho ubl: d t.r on<! Jolor h,_..olvod ! n cett!4 
..,. lo(lal&Uoa. 

( )) U " do not t ocU ealo our o;"PPII.U.J"Cl t o Ta' t •a • ~~~t. t.-~re 
1o l t .... u..- t ba t o t !>or .... ..a. ato • ..u too or.r..: pro!th1ti"' 
tl\o •t.obU1.,.t10.II l'lald r,_ ~ur"",.. l "' •111 U:.: 16:•~nt c:urreoq 
ood Ia off.et nul..lf7U. i t.> uao tlur1ac t • •r• 

Ootobor 25, 1939 
11.11. ~ •• 

' 1D1t1olod) E.H .F.~r. 
" H . D. I . 

Orig1oal """ loft ,q \b Sonutor ~opor by ~bUe &lid 
Foley OD tile ..,., 1Dg or 10/26' ~9 

• ., 
• 
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, ... - w-u., I .. -*ac 

oen ot a le\'-r 1 .--1,... h• .......... ,.,.,_.,. 

lan wti \opt.Mr wi th a oe;r et • ,..;al, *• I 
-" t.o la1a w . -...s.ac. 

It addiUoa&.\ i»foi'Mt1011 1e AOeded l 

an.u 11e llepP7 t.o ... 11fllJ' u. 

' •l'J' '-~"111.7 )'o~~ra, 

(¥tilled) ll. ,\lorgtutbau, Jr • 

..._.~. llellerl P, b""'r' 

U1U * St.o\oea f w•"-• 

• • 
• 
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llaal1 M toapw » n pp1J u. 
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(I:Hg.>c'<l) U Alnrj!~nth••• .• Jr. 

I ... ~ .. -.ru.,, ................ 
laoloe ... 

\ 

( In! tided) 1 H r • · • . , l r . 

., 
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Treaeury Depar~men~ 
D~iaion ot Monetary Reeearoh 

lD/26/')9 

To: 

From: 

Date .........................•.•.... l939 

lliee <llauncq - Roca 2BS 

L . Shanahan 

Attached contaiN! all deeired 

initial• except llr. SW!rart•e, and J 

understand he will not be in the office 

t oday or toJDOrt'Oif. 

\ 
......-­
\ 

... 
' 

·. 

'· ;• 
· ;: 

·. 

, 

. '.,. ·:.t .... 
I;, . :~\, 

""'·'! 
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11r dear a-ten 

I ~ Uli:e \e •-r 1a - dn&1l \be qMni.oaa 1a .,_ ~-at o.\ebeP 17, eo •• \e ol.ar1l)' oe"-ia a.,..U of prob-1-. nlatlJic \e ,.u, 
tooa ft'lteo 

"' - Uoat 7"" an ooats-tar \e plll"CCba• at t35 a -, all tltnip 10ld \be\ h ot­to..,., I.a 'II. .. or depnolaW tom,. ~ •b!'l 1e ao\ We eqalftl&t \e pqa, _._ 
-111:1 .... \bM t35 .., - .., ru •• \be r.r.s.a .U.r ie _ __.,. 

I • rrhla ,.., ;rva - bT W• _.u.... n 1e eabj eet \e ..-.1 dirt-\ iaterpn\eUou _, \e ulto oer\e1JI \bet 7011 ab\ala tM iato._u,.. 7011 all< I wUl ..,......,,. to ..,_ .. oh ot \bola _..tel7. 
1. o ... \be -ni ..... 11bo\bel' \be ronicft .. llar ot ,.u ....twe .... pvoha.U, _,. owr eood• ....s .. moe• 

ben ~ ll• did prier to depfteiati..t I t \llat 1e \be -
fit J'WI' .-ntea U... \be - 1e ..... Tile $35 per -(:l•• l/4 at 1 ,.,_,) 11bt.oh \be t onip • llar or ,.u ,_ oeiwe prollel>l7 rapn..,h lao• aad oar\eial7 DO\ 801'0 purahaa-181 ,_ 1a teru or .-ocl• ...s oema11 1a We -\1'7 \Ilea 
1\ did lleton \be ..,I'MiaU• ot -a cl•• 1a _, -~·· ""* JCl ; ,,.,.. ,_ or .,5 1a \be 1hni.W Stetee .. rile, ot 
-· wi\71 ........ 1a pl'ioel or ........ •moee ia \be 1hnl.t.M *"'•· MMa •n,........, oent- \llat- be ............ """ bT a noddeD\ or a fonip -\17 -... 1'1.., Sa prl• diaP1IIc \be pen .. -\be, 1\ tou- \lla\ \be fanip .Uer of ,.u prollel>q ,.,. la11 pode aad oeniooe 
tw "" ., - \bM - did • f .. -tile .... 

2. O.o \be -oUaa all< 11ba- \be tltnipar oa ,at •n -.1\e of ~~ - .....-.q tor ,.U 'I>T "llial 1\ 1a \be lhll\ad State• tMa lilr eetu,.. 1\ 1a llb - -WTT I .f W. 
1a \be - ., .,_ .. ...,.. ...,.. \be -- ie -·· .. Jlllr-~ m• tor ,.u (au-sa, f-.-....... ~ lial- 101, .to.) tMa o- ..tl'i .. dl, After a fonip 
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..U. ot ,.U -•='* \lie ..U.... lie o~ r.r lola ,.U Sate~. r.r uh, lie t11111e taoa\ 11e bae ....-s-telT \lie - _,of~ u be -u ... .,. lied 1.1 be .... ..U \lie\ ,.U la LaMia. (PW a ,._r ap~ ot ~a I NIW' :rw \o ,.... 7, 8 _. 9 of., 1e\Wr \o -wr ....,..., .. w lanll 22, 1939, a oow ot wid..., h -.lo...S r.r ;rwr -....t-.) 

). DMe \1M -.us"'* -..ao.r \lie IeNita ..U... ot ,.U,... •re -.1\a of 111o 1.-1 -·- tu 111• pld­\Ilea be dSAI Wore \1M deproc1a\1oe ot 111o evn.., II \lllo 
h \lie - of \lie ... .u ... , U. - t o olaarlT •tu•. 'lila\ 1e -'17 _, daptiMii&\1CIIl ot a-·- la .... ot ,.U -. -IT. taoat _... -.tt ot a .U.p1M1aW ~ h a 'ncn'blo for lan pld. 

4. DMe tbo --'1• "'* -..ao.r \1M 1J'M\ar ...,_ ot ..S.\o of \1M depu d.aW w 1 oaaq 'llld.oll •• forwip oall.UII' obtalae for bio pld - ,........ •re 1oodo ...: oamoao a\ .,_ \Ilea ...U \lie ..U.r _.,.. of ..th lie obtalaad for lob pld botora I ; llla\1CIIl' ftla .._ \o \lllo -a\ica h 
op-e'eblT ,eW". Pr1- la tlla --"'7 ot a depredaW -roaaq .. •t an·U7 riM .. ...., u U. ....._ depreeia\u tor a _,.......,. ~ ot u., 1.1 a\ aU. Dli'1.JII \1M\ 
,.~ tao. belMr or pt I ot ,.U a1ll 1ft •re 1.-1 --'• _. Mni- for • - at pld \Ma lie <IU bot.re. M lie pte •re ..-. a1T 1.1 be ~· ..-. at .,_, tu \loei•re, be 
p\a •re Ieoda tar M - of IOld *"" I I I B onu-o 
\a - tl' M - lor pld, loa b1a - nu'*1 11-•re ..S.\o ot tu w•- tor a - ot pU. 

a. \ella la \1M -'-' of :rwr 9bola la\\ar .... t.r\ller -lllbla latc:pcwW\1M ot ,...r -nta ........ 1\..U. l• .q be ..sdJII •\~Nor tile -' ~ ot furatp out ld' u a111 .t t\owlt laM \o M s.-1 _. 1atl.w of ,.u. It \lllo t o \lie 
- of ;rwr .-At•, tao. •- h "fl'obehlT ••· I\ to, of -· la!pudhlo \o taN\all o\ \lllo \1M \lie \oWl oftM' ot a ....... a\- ........ 1oeJ I of ~\o. !lila ~· olt.o\ ef-. ..-\ dep:Nl•'- et r...n..- m: t•, M u;w, -w ~ - \o el)W&'*' la tile 41ruc\1M of a ......UOD 1a pl.tl attws.p. ,_,nlllatan ot t.ratp -~ ld'oo 'fl~o tile ..U. - ._, .-.n- ,.... _. am- ora loou o\tru\1.,. "' tao. r.rus,.. t I M lie-' 11 ... MN of b1a- WI liJ la 1& ... tor a ..UUOo wi'UI uf nr+ "• Ulla torarl7. In o\loer •*""•• 
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• r 01• ArUiiiiR I. 1' 0 R .. - J 

tM •p;u.U\lw ~ r..tp -• coo 1o a t~r 'Old* .,.rote; 1ll 
t.bo ~-~ ... II .. - apen; \o ... h OM1lll - 1 J I\; 
!'.- tM -trte• ~-. 1llu tM ott'M\ ot tM ......,. 1llU 
teM \o ....._ .... tawrolol.o "ol 1 of V...- -TI(W\17....., an- ot pU u _,.be at \rl""'-"o to _. CllpOft ~ ... n to 
\ftO tMt prt• ........ Ml' 1ll U.. oftoo\ \be etton w Uoo ... ~ 
tl.,. oU...U-• of t.n1p .,. ~- coodo llll\lllted t., tM 
•p;MlaUw ~ rw.s.,. ou:-1ao. lid- 1ll •II'M1 U.Oo ~ 
-.~Ju-t - "7 .... "'" \oh pJa. , ... - u.u. 

1011 •* \llo t.rtMr .-unt-. 
"I.t w pe\ o\11' ,_,.. tftdo wUil ball1cww\o w 
o owte\ 'oula- o&rr7' bula• wU11t ao\ M 
Ub]T te nbotat 1al]T lllero oo thlo s.ano. ot 
tONlp &Old - pe-pe to 08 d ......... ; an n\..t 
tilet - t1Ml17 ;boll -tlcollT _,.11oe ... 
-ld•. pld INJiilllT1° 

!lie prollibUtw or orMS\o to bew.au- a••=• te _,. 
peoolb]T ~~a .. \llo oN'M\ ot ..........., ov ospar\o \o be~ 
.-trluo. !!do ldp\ .. """' ........ tile 'Nlw or ... totol CllpOfto 
......... wltll wbat ov aport; W'CI1d be - .. \be pi'Ob1blUw DD\ 
lllel .... 1ll tile ... tnll\7 Aut. Won t.11o be"'aaodt co.,._\o 
\o ,....... .. - ot t.belr l-" trw t.bo 11111W S\oteo w ttndl\• 
a per\tw ot tM pq o\o dw w a1P' M p;ft; as. R -. 
-tMr tldo -'; at w.1d rooool\ - 1ll o t 1 ; 8J7 ........Uw 
Sa tile 1afla or COld _ , be f..-\ beOOOJII 

(1) I\ ·So eo\ ~ -t pODpel\lw of tbo dol1aro _. t• ~\; W'CI1d be ooqu1nd trw \llo oo1a to u of ,.u.- Wba\ paeper\lw -.ld be~ trw otllol' I=-· 
(2) n 1ll •' - Wbotbor w ......._. ot eroe\o 

to ~ ..U roooolt 1ll .... tor - n ..... trw 
\be 11111W 1\o\oO er ... tiler tllol'o ..U .s.,1T be o _.. 
o\1'-'la or- oroti\ ,....... ... tor ou1a JIOI' • -· 
Oll1;r 1ll \be latter 1.utwaoo -ld 1\ be poocbla tor ,.n 
or \be s.ano. or cold to tile vuw stotoo to be _,, " ''· 
ta - ,_ - 1\ ..u - tllo\ tile pU Dl'1a w.1d 
"' \lie - - t1oo -~ pert ... or u.. &1111 well "' $1"00'- af. - ___ , f.looo .._ -..11.\o - 11Ap111daW. 

FILE COPY 

Regraded Unclassified



' r-'>18 ......,. I . Y • .._,. • 4 

t .. aolr; \bia ~r CIW.UOD with ""'"' ~ pld1 

"WODU UUa /J.-na-.4 tan.. of coli/ BOt .. ~ 10'Ml7 UlNa- tho _.ld•1 .., __ , ,.,..,. t.o 
tho - of -n-17 gold • ODd - roel.aU.,.)T 
t.brea- tho altlaate .Uw ot ov - -­gold hoarclt• 

-

Thla war .t.aoourtraw1, 1t M:T d-tNtlOD..,.. 11Hded, Uoat cold CODftit.t.ol the bUt font 1D -.hicb foNip IX~ re_. .. l 
caD be beld. - 'llllder tho 1101t dit n calt. ocndit lona of .... .,., beln lllll,....t , • .,.,...,to 10111¢1> poeaoee gold can baT with i t ~ that 1• tor MJ..e. 

the ,... aitDaUon 1a world trade broQgbt. about b7 the wr 1a I!Urope will, of oovH, tatro .. .,. .._ oh...,.l 1o tho dla t ril>uUoa of cold -.t the Dltlonl of t he world . S.lli&erent coantr1a1 will P"'blbl.T looe gold, 'bllt .._....., ...... t.ral c"""tr1a1 , wld.¢1> ,_ haw l1t t.l1 gold, 1111J be put in a poaitloo to tacreaM their boldlAs• u a r eaalt of lapro-t l 1o their trade l>alanou. Aa a CODNCIUnM, tho war 1111J well haw tba eff Ht of cau1Joc a wider d1atri'bllt.1co ot gold ~ t he eouotriel of tba '"'rld . Saeb an 1Dcre ... 1o p U holdtaJra b7 - coutri11 woold •iw ...,..., cowot riaa a atal<e 1o the contin•UoD of t,Old &I I 111<11 ... ot 1ntarnat1or>al ~te. '!be cold procj'oa1alf """"trial, ot coDrH - locludiag the llritiah s.pire, -n.idl ""'" ,__I halt the world' 1 s old - will contta. to u .. a 'rital tat.ona\ 1o !.be - of pld •• a -taJ7 •tal. 

'lbeao oonaideretiona, 11 w ll 11 otheN, 1Dd1cate that cold will -.sop trea Uoil din.rtled period wit.b aclded p.-.11\ip II tho interna­tional Mdl• at -nga. Pllr tlartber d1 ...... 11ca or tha ron... -t.loe11 or gold • • a -t.a.., •tal, 7011. 1111J wiah ~ Nt.r to pagea 16, 17, 111 - 19 at wr letter . to Senator flfJMr roe tarred to abo .... 

tour l.an -a\1011 oe cold rel.at.oa to a aoage1Wd chap 1a our -t.a.., pollq. tou .,., 

OSboal.d aot the pvcl>aao ot torelp cold be .,..._ 
t.a1led - re-prt-.4.1( a t laaat for the peri.,. of the..,.,. 

I • not olear ,...U.r liT ,..,.na1ac cold 7DU ha.,.. 1o a1ad • tacreaao or a-.. .. 1a !.be prioe o• pld. I Jod«e trea the -tat. of 70U let ter, 1>011 ,. .. , thet. 70U &1'1 iaq111ria« al>o•t. the effacrb of a ~tioD 1n the dollar pr1• ot gold. 
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Honorable HeD%'1 llorgentbau, Jr., 
Secretary of the 'l'n!aB\117, 
laebinrton, D. c. 

ICY daar llr. Sec:reUr7: .. 

Ootober 17, 1939 

I should llke to 1llqu1re - 1r I aa entiUed to the intor.ation -
whether the stabillsation tund is DOW being used 1D connection 
with the atab11.1u.tion of the llritieh pound and the Prtmch .f'renc; 
and whether there 1a tm1f atabilloation qreuent under which we 
contimle to operate 1D conjunction with England and France or 
tm1f other foreign countries. 

I obould &lao appreciate your rlewpoillt on &llOther pbase of this 
probl.. . I assume thet you are oont1Du1ng to purchase at $35 
an ounoe , all foreign gold thet is offered. In view of de­
preciated foreign currencies, ia not thia oquiTalent to paying 
cooaidera~ IDOl"e than $35 an ounoe eo far as the foreign sellar 
i s ooncerMCIT U we put our foreign tra4e witb belligerents 
on a strict •cash and carry• baaie, will it not be llke1yto 
aubetanti&llT 1Dereaae thia 1Dtlow ot foreign gold - parbepa 
to eo dangeroua an ateDt tbet we f1D&lly ab&ll pract1cally 
-Usa the world'• gold auppl;d/Yould thia not sarioualy 
thrMtan the woriai B lltlliil«iuant return to the U88 of 110aet&ry 
sold - and thus relatively threaten tha ultiate ftlue or our 
own ~ sold ho&rd? SbOQld not the purchAee of foreign 
&old be CNrt&1led and r&-priced at lout tor tho period ot 
tbe war' 
I aa not aaaert1Dg tm1f pre-conceived Jud&Mnto of 11111 own 1D 
auba1tt1Dg these questilloa to you. I aa aiaply aeeldng in­
foration trca authantic oourceo and I ab&ll sreatly eppro­
oiate a reply w1th1D the tJezt fn de;nl. 

litb wara personal regards and U.et risbea , 

Cord1t.lly and faith1'ully, 
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PAJ~APRRAS or TELmiW! SEll! 

TO: American E•bassy, London, England 

DATE: Ootober 24, 1939, 8 p.m. 

NO. : 1287 

The following is for the Ambassador and is atriotly 

confidential: 

Very oareful discussion baa been given by the 

Treasury, the Securities and Exchange Commiesion and 

Mr. Jesse Jones to telegram ot October 20, 8 p.m., from 

t he Embassy, No. 2109 . 

With regard to the first queetion you ask, it ie 

our belief that at this time there is no need to oooaent 

further on the matter or the authority under exieting 

law ot the Reconstruction Finance Corporation making a 

loan to American 1nat1tutione collateralized by Britieh 

pruent holdinge ot American ma.rltet&ble eeouri ties. 

From the point ot view of polioy, it would not .appear 

that auoh an arrangement would have definite advantage• 

over available methode other than borrowing, and an 

arrangement of thie kind ie probably not advieable einoe 

oppoe1tion and or1ti oiem of euoh a loan might well be 

produced in the United Statee. 

Ae tor your eeoond queetion, we have no objection 

t o the euggeetion ot Norman that a Canadian bank in New 

York be deeignated ae liquidating agent. It is assumed 

that 

co 
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that tro• Ume to time the dee1gnated l1qu1dat1ng agent 

will tind 1t neoeeeary to oall upon many American 1netitu­

tione and indiT1duale tor adTioe. 

The reason tor our request that the Treasury and the 

Seour1tiee and Exchange Commiee1on be kept tully intormed 

was so they could discharge the duty ot trying to see that 

our markets and our eoono111 are not unduly disturbed by 

the l i quidation, and the Bri tieh OoTernment aleo hall an 

i nteree t in this matter. 

All ot your statements haTe been carefully noted. Ye 

again auggeet that we shall be happy to di aouee the proposed 

method ot liqui dation and the appropriate intormation to 

be turn1ehed the Treasury and the Seourit1ea and Exchange 

Comm1aa1on with the 11qu1dat1ng agent designated by the Br1 t1eh. 

HULL 
( J'L) 

I, 

EA:LW 
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October 24, 19~9 .. l~r:/)/1 ",::}- ~ 
I\.~ 1 ,......... ,Ji-7 C2 

Cable to Iennedy repl7ing to 2~ No need now 
to reply further re loan oollaterali&ed by British 
holdings or Amerioan marketable seouritiee; no 
obJeotion to their designating Oan.aian Bank in NY 
ae l iquidating agent. 

(This 1e ti l ed with other pertinent cables as or 
10/24/~9 , date they .ere shown to the President.) 

NB In oonneotion with the above reply to Iennedy1 e 2109, 
eee mee ting or Hanes , Coohran, Stewart, White and Fol 87 
in Hli,Jr ' e office at 10 aa today to dneouu draft or replJ' 
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TO 

....... 
SUbJeotl 

(1) 

(2) 

(3) 

(~) 

(5) 

TREASURY DEPARTMENT 

INTER OFI"ICE COMMUNICATION 

Seoreta~~~ntbau 

Mr. BAal~· 

(. 3 
OONFIDEN'I'IAL 

October 2~, 1939 

CUrrent DeYelopments in the 
M&rltete 

High-Grade Securities 

Treasury eeouritiee roee sharply during the veelt ended Xcnda7, October 23 (Chart I). All aaturity olaeeee are nov higher then on September 6, the date Vhen the abort ieeuee aade their orieie love (Chart II). !he nev CCO iaaue, ottered on Tuee­day morning, vas vell received by the market. It tailed, however, to partioipate tully in the r1ee enJoyed by other GoYernaent ie.uea, particularlf during i te tirst tvo daye ot trading (Chart III). 
High-grade corporate bond prices continued to ad­Yanoe during the veelt (Chart I), and :r1elda dropped to 3. 06 percent, the loveet point aince the begin­ning ot September. The Yoluae ot nev corporate ieauea, although still eaall, vas t he largest to reach the aarket in tvo aonthe. 
'!'be price r1ee ot aun1cipal bonds during the past tvo veeke (Chart IV) repreeeDta the ehe.rpeet gai11 tor a eiailar period in tivs years. Inveetaent demand vae active, resulting in a greet aany bide tor a nuaber ot ..all ieauee. 

The decline 1n the market value ot United State• eeour1tiea betveeD June 5 and Septeaber 25 oaueed loeeee ranging troa 6 . 9 percent to 1,6 percent ot the par Yalue ot the GoYernment porttol1oe ot twenty large national banlte. 'l'hsee deol1nee vere equ1Yalent to troa 58.8 percent to ~.5 percent ot t heir oapi tal tunde (Chart V). The ebarp upeving 1n the aarltet e1noe Septeaber 25 has ottaet nearly halt ct theee extreae lcaeea. 
Britieh GoYernment eecurit1ee vere etrong last veek. '!'be 2-1/2 percent console aoYed up 2-l/2 pointe, o~••e1.ng at 66-5/S on ll'r14a:r and at 66-3/11 on Xcnda:r '!'be rate on Br1tieb 'l'reaaur:r bille has 1. percent - - halt the rate prevailing a14-Sept .. lbe:r. ll'renoh 3 percent perpetual rentee vera unchanged. 
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I. UD1ied Sat .. OoYol'!lMnt lleew1.U .. 

trea.urT ooew1.Uee olll)erienoed a 8ha1'l> r1eo 41lr1ag 1:ho weolt oadod lloadaT Oow'ber 23 .oat i .. u .. huuc 80nd 'QP on onl'7 da7 but Wo4noada7. b an~ 7Uld of all lOJ18-wra treafiUT bond• ~oreaaod tl'oa 2, 62 peroent on lloadaT October 16, to 2.50 poroent on Konda7, Ootobor 23 (abart I). 
!bo relaUn 80nMni of different •iuriUoe of !reae-1117 aeour1 u .. during tiM paet oigbt da7• 1a llhown 1n 1:he follOWing iable: 

'~=-~-----------------Week : llo 1 
en~d • nda7 • 1 ~oia1 

Oat, 2l ; Oot, 23 I 

l ot .. 
--r-fo 3 7•ar• ••••...•...••. • .o6 Unobanged • ,o6 3 to 5 7eare .•.•..... .. .•. • .23 + .01 • .211-
Bonda 
--,rn(ter 5 7eare t o oall • . . . • + .13 

5 to 15 7•ar• to oa11 ••... • 1.11 
15 70are and onr to oall . . • 1.31 

Unob.a.Dged .. ~ 
• • 03 

• .13 
• 1.13 
• 2.02 

lled1ua- and lo~tera aoew1.Uoa, a• ~ bo obeornd troa tho table, baYe rhea .aoh aore than baYe aborter .. au­ri Uee, !b1e tondano7 baa bNn noted in prenoue weolta and ie, of oourae, to be expeohd 4urinf a ra117 .aoh ae that whioh baa been going on for tho pae 80n1:h. 

117 lllonda7, Ootobor 23, a11 •tun t7 aJ.a•••• of Uu ted Staiee eeoar1Uee bad roOOYered a •.Jor portion of 1:he a.­aJ.1no wfforod ae a reeal.t of t he war orieia. !be rooOYel'7 ranpd troa about 55 perooni in the oaeo of 1:he l ong bonde to noar17 100 peroent in tiM oaeo of tho abort notea. Chart II ebowe that during tba week tho aYerage prioee of ill me longer •tantT olaa .. a of ~&r7 ae0Ul'1Uee roae to a l nel •-!Mt lUper than that whioh bad ob­ia1ne4 oa lleptellllber 6, the da7 oa wh1ah the abort-iera 
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ieeuee reaohed their orieie low. MoreoYer, all olaeeee ex­oept the 3-5 7ear notee haYe aoyed into the eaae poeitione relatiYe to eaoh other ae on Septeaber 6. The 3-5 7ear notes , howeYer1 haYe eoaevbat 1aproYed their poe1t1on rela­tiYe to the otner aaturit7 olaeeee. 

The new 000 ieeue, offered on Tue~ aorn1ng, wae well reoeiYed b7 the aarket, but 1t 1e etill el1gbtl7 out of 11De when ooapared w1th the 71eld pattern eetabliehed b7 the other guaranteed ieeu••• The new 1eeue had f1tted n1oel7 1nto the urket pattern at the open1ng on Tue1da7, but it tailed to part1o1pate in the riee enJo7ed b7 other OoYeraaent iaeuee on Tue1da7 afternoon. B7 the oloee on Wedneeda7 the exoeee of the 7ield ot the 000 iaaue OYer that ot the RF0 note uturing titteen da71 earlier had grown to .095 peroent (Chart III). On !hur.a:i7 and J'rida7, the COO note rallied and the epread narrowed. A d1tterent1al ot .o~ percent etill oontinued, howeYer, on MondaJ, Ootober 2), 
Veekl7 reporting a .. ber banke kept the total amount ot their GoYernaent portfolio• praotioall7 unohanged during the week, but eubeti tuted tJ.! 111111one ot Treaeu.ey bille tor other GoYernaent obligatione. The inoreaee in bill hol41nge b7 reporting banke wee light, howeYer, tor 1t aaounted to little more than a quarter ot the week 1 e 1noreaee 1n the market euppl7 ot euoh obl1gat1one (oooae1oned b7 the enlarged Treaeury ottering -- 150 a1ll1one -- and the run-ott ot the Federal Reeer-re bank porttol1o -- 117 a1111one) . The b1ll rate oont1nued at a low leYel -- .027 percent th1e week ooa­pared with .O)) peroent laet week. 

II. Corporate 8eour1t7 Market• 
B1gb-grade oorporate bond prioee advanoed during the peat week and J1elda dropped to the loveet point e1noe the beginning ot Septeaber. The Treaeur7 aYerage of the peld on high-grade oorporate bonde deoreaeed troll ) .16 peroent on 8aturda7, Ootober 14, to ) . 09 peroent on 8aturda7, Ootober 21. The aYerage atood at ) . 06 peroent on Monda7, Ootober 2) (Chart I). 

lew bond otter1nge dur1ng the week amounted to 111. 5 a11-lione -- the largeet YOluae ot new 1eeuee to reaoh the 11arket 1n two aonthe. The }argeet 1eeue, the Atoh1eon, !opeka and Santa re Ra11WII1 2- 1 2 peroent equ1paent truet oertlt1oatee ottered on Wednelda7 aaonnted to 18 a1111one; it vas ooa­P~!t•l7 abeorbed during the da7 at prioee to 71eld troll •...., P
4
eroent to 2.11o peroent tor aatur1 tiee ranging troa 191io to 19 9. 
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Tvo sma1l priYata placements vera announced during the 
week by the Central Maine Power Company (tl.3 a1lliona) and 
the firth Carpet Company (tl a1llion). In a441tion, it wae 
underetood that negot1at.iona tor the prhate placement ot t5 millions ot National GTPaua debentures vera under way. 

III. MUnicipal Seouritiat 

Municipal bond prioea roee sharply laat week, recoYer­
ing all the ground loet e1noe the t1rat ot Septnber. 'l'be 
Dow-Jonea ayerage ot the T1elda ot twenty 20-year bonda tell 
13 baa1s pointe during the week, closing at 2.96 percent on 
Saturday (Chart IV). 'l'be price rise last week followed a 
a1m1lar gain in the preceding week when the yield declined 
1~ basia pointe. Together the price adYanoea ot the past 
two weeks represent the abarpest ga1n tor a aiailar period 
in t1Ye rears. 

£6 

'l'be new iuue market waa actiYe during the weak, although 
the •oluae waa low. Dealers reported a good daaand tor the 
tS a1111one ot new aunioip&l 1esuea, wbJ.oh were pl.aced on the 
~~&rket. 'l'be abnormally aa&ll aupply of aunioipal bonda in 
dealers ' banda, the low .olume of corporate offerings, and 
the 1mproYed inquiry troa inYeetaent aouroea were reflected 
in the large number of bids submitted tor acme ot the 1seuea 
ottered. New Ha•en, Oonneotiout , for example, receiYed 17 
bide tor 1500,000 ot l-l/2 percent public iaproyeaent bonds. 

An interesting teat ot the strength ot the abort-tara 
municipal ~~&rket will take place next week When bide are aub­
mitted t or 130 a1111one Oomaonwealtb ot PeMI)'lY&nl.a 7- aonth 
1-1/2 percent tax anticipation notea. 'l'bia will be the 
largest IIWI1cipal 11aue ot comparable tara tinea the begln­
ning ot the aevera ph&ee of the war cria11. 

IV. Efteot ot M&rkat Deol1ne on Bank Capital 

'l'be sharp decline in the market yalue of United Statea 
eeou.rit1es betwun June 5 and Saptaaber 25, 1939, weighed 
quite differently on the oapi tal tunch ot in41Yidual aembtrl ot 
the banking eratn -- the 41ttarenoee depending upon the relat1Yt 
aaount of GoYerManta bald per dollar of capital tunda and on 
the relati•e length ot the aaturi\111 in the Gonrllllent portfolio 
owned. In order to get aoae idea ot tb1a Yar1ab11Uy, we han 
eat1~~&ted the etteot ot the deolinl on eaob ot twenty large 
national banks. 'l'beaa b&nka vera tho81 with dapoa1ta ot 
1100 a1111ona or acre tor wbJ.oh 4eta1le4 data on the OOil­
poe1tion ot the GoYarnaant aaour1ty portfolio on 10111 data 
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during the first 1ix 110nth1 of 1939 ••re read1l.7 aft1labla. Tb~ aocount for about llO.e billions (22 p ercent) of the depodts and t•.o billion• (28 percent) of the OoYernMnt• h eld b7 all insured oo-ero1al b&Dk• on Daoaaber 31, 19)8. 
our uti~~ate• of the affect of the deoline on eaoh of the twentr bank .. and the aggregate ef fect on all insured ooaaeroial banka appear in fable I an4 abart v. ~ loa••• ehown Will be reneotad ln the reported capital aooount•, bowner, on17 to the e~ent that thef are reallud b7 actual nlel, and ba't'e not been offaet b7 prertouslr unrealized aP­preciation in thl part1oular •eour1tiea aold. 'Paper lo1aee• will beooae 1 real lone•• wheneyer the banks find it neoee•arT or de sirable to diiPose ot, replace, or exchange the particu­lar aeour1tiae in which 1paper loeaea1 were aoouaulated and ba't'e not been oftaet b7 subsequent inoreaaas in market 't'alue. 
fbe daolinea in the market 't'alue of United Statea aaour1-t 1ea held b7 the twantr banlts ranged troa 6.9 peroe.nt to 1 .6 percent of the par Yalue of their entire OoYernment porttolioe. Tbeae deolines ware equi't'alent to froa 58.8 percent to 4.5 percent ot their oapital aocountl (Chart V). Benke that 1oet a bi@l:l ieroentage ot their capital tliDda were thoee tbet ware eitblr abort• ot oapital in relation to OoYernaente t o begin w1 tb (1'1rat kt1onal ot Bal tlaora ), or bad a 1l ong• GoYam.. ment portfolio (l'irtt Wiaoonain Hational ot Mil waukee) , or both (Fal'Hre and Merobanh National ot Loa .A.ngal ee). Banke that loet a low peroenta~ of oapital tund.a were either 1long1 on capital to begin w1 th ( Firat Hational of Bo1ton) or bad a 1 ehort• OoYernment portfoli o (Cba•e Hational of Hew York) . 

'l'hue, l'araer s and Merchants not on17 bad a relatinlr la.rge 't'Olu111e ct United States aeouri t1ee per dollar of capi­tal tund.a a a ooapared with other banka in the group, but alao bad a relatiYelr long portfolio -- 60 percent ot the aaount bald • turing in JaOre than ten rears. Ite 6. 9 percent lou on 1ta Go't'ernments comparee with a deol1na ot e.e peroant aut­tared b7 the 2-7/81 • ot 1955-60 -- the freaeurr 11aue eh0w1ng the greatest p ercentage decline diD'1ng tbt periOd. 

abase •at1ona1 , the bank W1 tb the lowe at percentage lou ~? capital funda had a relat1Yelr 1hort portfolio, on thl other ...,nd - all ieauea held Mturing b7 1947. l'lrat Hat1onal 

• Tba eatiaatea are baaed on the a•suaption that the portto­l1oa ot these bank• baYe remained unchanged both 1n amount a nd 1n oollpoa1 t1on ainoe the data for which we ban data, except tor ia.,. • wbiob han •turad or haYe been oaUed. Tbia auuapt1on 1a not atr1oUr true, but 1t il 1aprobabla that auoh Yar1at1on aa M7 alt11t wOUld reaul. t in a eub•tan­tial error in the final ruulta. 
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seore~ Korsenthau - 6 £8 

of Boewn, the ballk w1 th the next lowut percentage lou oa 
oap1tal. t'llnde, bad leu Gonraaente per dollar ot oap1ta1 than 
an7 other bank in the group. 

The foregoing t1guree relate t o the extreae loea on 
GoYernaente sustained b7 banka between June 5 and Septeaber 
25. Sinoe the latter date, the aarket ha4 •XP•rienoed a 
eharp upeving, an4 nearlJ halt ot tbia loaa baa been re­
coYered. 

T. Foreign Mark eta 

Br1tiab aone7 and aeourit7 aarketa continued to 1aproye 
laat week, and nearl7 &ll Goyernaent eecuritiee oloeed at 
pr1cea abon their a11Uaua lenla. Two and a h&lt percent 
oonaola aoyed up 2-l/2 pointe, cloaing at 66-5/S to yield 3.77 
percent. On Monday, October 23, coneola oloeed at 66-3/\ 
(Chart Vl:). The 1mpronment in the pr1cea of gUt-edge eeourt­
tlee vaa accoapan1ed b7 a pronounoed r1ee in etooka, Reuter '• 
index ot ralla aorlng up 3 pointe during the week. 

Br1ti ab abort-tel'lll intereat rate a alao eaeed t'llrther. 
The rate on 3-month Treasury b1lla dropped to 1.71 percent on 
Frida7 troa 2.03 peroent the weak before. The bill rate baa 
been halved in elightl7 more tba.n a aonth, harlng dropped from 
3.51 peroent on Septeaber 15. 

The market tor Frenoh Governaant eeouritiee oontinued tira. 
A alight reoeeaion troa the high laYela reached on KondaJ, 
Ootober 16, ooourred during the week , but th1a bad been largll7 
v1pe4 out b7 Konda7, Ootober 23, Vben the 3 percent perpetual 
rente& oloaad at 6S.50, to Tield 4.3S percent , the eaae aa on 
the preoed1ng HondaJ. 
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1n Value ot GoTernaent Seour1tT Portto11oe ot Se1eoted Banke 
JUne 5 to Septellber 25, 1939 

. . . . . . . . . . : : : U. s. :eeour1ttee: Peroent 1oee 
:Depoa1t .. :Cap1tal:OoTernaftt:per do1lar:-----=:;.:...:..:;.Ciii-=--
• , tunde• • aeourl- • ot a.p1 WJ. : On a.p1 tal · • • ue .. • ; twl4e 1GoTernaenh tunde 

(In a1111one ot do11are) 
J'arMre aD4 llerohuh, Loa .lnp1ee ........ 122 IJ 6IJ 
r1re10 •uoMl., BalU_.e ................. 170 12 130 
r1ret W1eoone1n •t1ollal., 111l.wau1tee ....... 211 20 ~~ .. t1ollal. BaJtlt ot DnroU •• 0 • 0 0 0 .... 0 0 0 •• • •• 392 31 llamltaoturere lat1onal, Debolt ••••••• 0 0 0 0 126 7 ~IJ 

OontiDental I111no1e .. t1onal , Clhloeco ••.• 1,244 123 ~ Wh1tu7 lat1onal, In Orleane •••••• 0 •••••• 121 10 
Crooker r1re10 •t1onal, llan l'rano1eoo •••.• 136 1~ ~i~ r1ret •t1onal, Clhloeco • •• • 0 •••••••••••••• :36 6IJ 
Banlt ot .A.Mr1oa, llan l'rano1eoo • •• 0 • 0 •• 0 ••• 1, 31 116 36o 
Mellon Jat1onal, P1ttebu~ ••••........... 29~ ~3 21.4 
lat1onal 011:7 BaJtlt, Jn York • ••••...•••.•• 1,55 142 616 
Ia t1 onal 01 t7 Banlt, 01 neland .......•••••• 151 16 ~ J.ngl.o-Oal1tol'l11a Ia t1 onal, 11an J'rano1eoo .. ~& ~ 
l'ubl.1e .. t1 oaal, In York • ••••••.• ••••.••• 17 ~1 

ALL DSJUD OOWDO:W. li.Ullll •.....• •••••.• ~9. 779 6.~35 14,507• 

r1ret •t1onal , In Yorlt •.•. ..• ....••••••. 531 119 253 Oentral lat1onal, OleYelan4 • .............. 126 15 u OltT •t1onal, <lhloaco ••••• 0 0 0 •• •••••••• 0 0 131 IJ 
J'1ret lat1onal, Boeton .................... 5911- 90 lOS 
Oba .. lat1onal, Jew Yorlt •• 0 • 0 • •••• 0 0 0 0 0 0 • • 2,152 251 645 

!'Otal -- 20 national banlte • 0 0 0 • 0 • 0 ••• 10,783 1,1~ 3.995 

• Deoee.r 31, 1938 • 
.. Date ot laet .,..uu.aauc>a b7 Oo~~ptroller ot the Ourronor. 
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Seoret.rT ot l t ate 

Y~oll 

547, Octo be 24, } P•• • 

!01!0 

Dated October 24, 19}9 

:a.c•a 5107 a ••• 

llu to ... ucipate4 illt.,..11'1e4 coatro1 of foreip 

-=~ b;r Great llri\ala, .r..,_. IUilio\r;r J'illlo8Ce 

8DJIOWlCe4 toAa:r Aecioio11 .... ct..4 to pee ;rea to Olli ted 

Stat .. 4oll&1' i ... t..a of t o ot a1'1111C ettectin Ootobet' 

25. !boo CV1'ellt ,-c 4olla1' teleCl'tiPhio tr .... t e1' oo1l111C 

price 1'ate vae f 1xe4 at 4oll&1'o 23-7/16. !be ...aounce .. at 

bo41cateo that the ohltt illl; fl'Oa oter1111C to - 4ollu 

Aoeo ut IOITioe&e ea:r chalice 1D f oreip tro4o polic;r. 

7!: 

Regraded Unclassified



JR 

III'Ei1BASSY 

LONDON 

1280 . 

TELEORAhl SENT 

ORAY 

OctobEr 24, 1939 

11 a .m. 

76 

From t hE SEcrEt~ry of Trto3ury for Butttruorth' s 

lnform~tion ~nd rEpEtition by mnil to Amcric~n Embassies 

P~r1s and Btrlin. 

ThE SEcr<t~ry of the Treasury a nnounctd on OctobEr 23 

t rot ho1dtrs of $526, 000, 000 of 1- 3/8 TrEo.sury notts v1h1oh 

m~ture on D,c EmbEr 15 <~i11 bt offered thE r i ght to Exohangt 

into nE\1 4 yt:o.r ~nd 4-1/2 month , 1~ not ES . ThE nt\7 notes 

,..111 b E dottd NovEri>Er 1st and ' li11 maturE on M:1rch 15, 

1944 . ThE offEri ng. of thE ntll notes n111 bt limited to 

t hE amount of mcturin6 notts ttndcrcd ond no cosh subscrip­

t ions " i11 bt rEcEivEd. 

REfErEncE our cablEgram 1239, OctobEr 17, 9 p .m. 

SEcrEtory of Tr Easury a nnounced thnt slightly mort thon 

99% of thE Commodi ty CrEdi t Corpora t i on notEs maturi ng on 

Novtmbtr 2 had b EEn ExchangEd for thE ntr: 1~ Commodity 

ttrtcl1 t 'ncMAI. 

... .. 
0. :V "" 

HULL 
(!IF) 

f 
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SEcretory of Stott , 

•·roshLngton, 

2145, OctobEr 24 . 

PLAIN 

London 

Dated OctobEr 24 , 1939 

REo ' d 1 :14 p . m. 

FOR Ti!E:.SURY FRO. SIJT"1'ER' ORTH . 

ThE btlgc i s we~kcr cgo1n todoy, the off1c1ol rotc 

being 23 , 50- 24, 00. The Finnish mark ~s also wtoktntd 

from 205 to 215 (s tlltrs) . ThE gUt- Edgtd I!UlrkEt (sEE 

77 

thE lost porograph i n my 2031 of Oc t obtr 13, 6 p .m. ) which 

ht1s bun strong dur i ng thE p'-St w££1< continues upwo.rds . 

Ytottrdny tht lost Govtrnmtnt stour1ty rose abovt tht 

fix Ed minimum pri c£ , nn~cly n convtrsion 2 1/2 ptr cEnt 

which closEd 93 3/8 or 1/8 ovtr minlmum. ThE s i ZE of 

dea lings ytsttrday ~uggcsted inat1tut1onol purcbcsts as 

~tll "-S " grONin& dtnnnd by priva te investors , 3ri t 1sh 

Govtrnmtnts 1'1trt aga i n strong today, <·ar loan bEing dtolt 

in nt 93 1/8, <:hich is 4 5/8 abOVE the minimum pri ce 

from •:h1ch it movtd ltso than two wttks ago nnd ont >1holt 

point abovE ytsttru" y' s closing pricE , 
i1 '.' l j :· 1 

KENNEDY 
· n 

Regraded Unclassified



PARAPIIIWIJ: OJ' TJ:LEOIWl RECJ:IV!D 

JROJ(: 

DATE I 

NO. I 

American Embassy, Berlin, Germany 

October 24, 1939, 7 p .m. 

1818 

Reference i e made t o telegram ot Oct ober 19 troa 

the Department , No. 734. 

FOR BEORJ:TARY MORGEN'l'RAU. 

FROM REA TH, 

I wae at las t euoeesetul in obta.1n1ng trom an authori­

tative source confirmat ion of the report that Germany 

r eceived troa the U. S. S. R. eoae seventeen tone or gold. 

The value ot the eb1pment vae eet1mated by -:~ 1ntoraant to 

be around 70,000,000 marks, or, in dollars, about 28,000, 000. 

It is my understanding t hat the Reich owns the gold. However, 

so far I have not been able to find out tor what eommoditiee 

or services Rueeia made t h1e payment. Extreme secrecy hae 

been observed ae regarde information on Rueeian gold eh1paente 

and the r.ported traneaot1on waa not even known to several 

eouroea who normally should have been informed about it. 

I have reason for believing that my information ie 

authoritative, but I am seeking further confirmati on, partic­

ularly einee in the Ubited Statu it 1e reported that the 

u. B. S. R. eb1pped an equal. 8lllount to Netherl and ba.nka through 

GerDI&JlY, for the purpoee of financing purohaeu 1n the 0111 ted 

States by the U. S.S.R. The rumor 11 being investigated by 

our Ooneul'te at Aaeterd8lll. The lat t er reports that an in­

oreaae ot onlr 8 , 000,000 guilder• in gold reaervee is shown 

in the laet atatement of the Netherland• Bank. 
KIRX. 

.. 
Regraded Unclassified



RFP 

AMEI•lBA3SY 

LONDON 

1285. 

TELEGRA)' SENT 

19 

ORAY 

OctobEr 24, 1939 

7 p. m. 

The Secretary of thE Trc3sury requests Butterworth 

to return for consultation for about two weEks . Treasury 

will pay ExpEnsEs , including travel by a ir if ButtErworth 

so dEsirEs . Dtpart~Ent authoriz Es if agrEEablE to you 

that ButtErworth ltavE nt this t1rnc . PlEasE tElEgraph 

date dEparturE . 

HULL 
( GS:i) 

FA : OVL: AU ?P Eu EA 

. . . .... .. 
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TREASURY DEPARTMENT 80 
INTIIR OFPICE COMMUNICATION 

o .. u Oot obor 211, 1939, 

rRON llr. Coo.hraA 

!hit 110n>.1q I rtctl'rtd hoa Gonrnor Jlooth of tht lalolt of Swdn lht 

follori"C oablocraa 1 Clabll114 J'o"-ral to aoll part of our cold -iut dol­
lara atop OoWlt upon JOV ld.nll collaboration atop h1t1"fl"• 

Juat bo!ore noon the J'edoral Raaorn Bank of llaw York io!oraell ua of 

the roc.tpt of a cablocru hoa lho lalolt of S•cl.en llirooti"C t.hoa to ooU 

$25,000 ,000 1A cold todq • 

.t.t 21115 thia a!\onoon I opolta wHh tho Sooretar:r in ro...-d to the 

~oation of the Stabilioation l'Wlll bu71liC colll relooatll hoa earaark b7 
cantr&l baDito othor than thoao of countrlaa adherlnc to tho !riportito 

.&creesont. I pointed out tho factora ommoratoll 1A llr. lliotrieh1a -o­
rand>la. 1 rac-n4oll that ... parcheao the $25, 000 ,000 cold iDTolToll iD 

thia praa•t iulaaca. 1 toll!. the Sooratazo:r that I onrt~d DO co-ral 
letter of iutractioDa to the J'o~ a .. ...,a lllull< of llaw York. !ha 1~ 

woulll ba to ban the J'e4oral looorft :lank not1!7 ua ~dlatel7 upoa the 
receipt of .,. ordor fro• a central bank to tall _,.ltad cold aad cin ua 

the opportunU:r to bill therefor. Tho Sacratar:r atatell that be ball no ol>­
Jeation 1! 1 llaeirell to act aa a'bon 1nd.loate4, proTidod 1 obteined tho 

acro ... nt of Mr. DoDial Ball. 

I uplained to tht Sooretar:r that Clonraor Jlootb '• action ball un"-u'bt­
•417 ruulted hoa hit readlq Senator Tan4oaberc'• letter, aod fe&ri"C tbat 

the pri ce Of COld ~ bt lowered and the Yalut Of hit COld holllinct corre ... 
poDdlncl7 ltttanod. I re.arked that llr. Booth •a one of the .. ,t nanoua 

of the central bank COYornora of Europa upon thit point. 

J.ttar tPaaltinc wUb tho Sooretar:r, 1 talbd b7 telophono w1 tb llr. Boll. 
1 pointed out to !>a, aa I llacl to the Socretazo:r, tht fact that parehati"C 

of tho Swdlth cold b7 the ltal>iUaatlon JUncl woulcl prnont thit blc it .. 
fro>~ appoariq in tho, ... _,.,, atat ... at aa of tocla7. H •• Wl4oratoo4, 

bcweYor, that the JUDd would be oblictcl to toll $10,000,000 of colcl t bia 

OYtniac to taka car• of tbit tranaaotlon, llr, Boll acreoll to tho plaa. 
llr. llietricb accordln&l7 tolepbDnacl tho nooeaaar:r iDatructiona to llow York. 

Oftora of ..,....lta4 cold 117 otDtral baDito othor tbtA tho .. of the tri­
partite COUDtriea will in the tuture 'be banclloll aloiiC the al>oY ... in41catoll 

linea, 1mleaa coD.trar'7 1Aat:ra.ct1ona are rece1YK. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& October ~. 1939 

TO 

"''"' 
On Oct ober 18 t"- r.ur.u :a. .. rr. :Bank hold 1llldor • .......;.~~: cold Taluod 

at $1,110,000,000, && follovll 

!Tiparti~ Countrioo 
Ot"-r lluro~ 
Central and South .Der1e. 
.lei& 

$ 902,000, 000 
117,000, 000 
78,000,000 
13 , 000,000 

ll,uo, ooo, ooo 
If and when the cold of the 'lripart1 ~ Countrioo 1t rolo&&od it vUl 

bo purchaaod thro\!Ch '"- Stab1lht.Uon lund and the handUoc charge Will acoruo 
to t"- eerniJ>Co of t"- l'wld. 

YUh roll!>oct to t"- ro•iDiDC $208,000,000, W>4er tbe preaont oot lip, 

wllen th1e cold 1a raleaoed for oalo it would bo aold dirac\ to the !'ro&&ar7 ..,.,. 

the Aeoq O!tieo in !lev York would credit t"- handli~>& charpa to 0 Mioeallanoouo 

Recaipta•. 

'1'ho oniT excopUono vhora t"- J'u.nd 4a pure4aod COld froa otber than 

!'ripart1 ~ COW>tr1oa 1a ""-" on a Saturdq o. no~>-!'riparti ~ COWl tiT Viahoa to 

81 

aoll cold and t"- J.aaq Offiea 1a cloaed t"- lund will IIIID tbe purc4oo. or­
tho l'eder.U raea1ni t"- inah"llCtiona too lata in t"- dq to ako the dol1T01'7 to 

the Aeaq O!fieo t"- l'W1d would purehaoo tbe COld• 

It hao occurred to "" that porhlopa vo could reco-..i. to tho Secrott.17 
that all gold rolo&&ed fro= earmark in Bov York vas to bo purchaaod by tho J'und 
and the handling cherge o would tben go to t"- J'v.nd irroapocu ... of what ccunt17 

told tho gold. · 

I ohould like to point out that in connection with t"- oalo o! gold 

all oaloo oro 1004o f roa tho J'v.nd irraspocUft of whether the purcbaa1ng coun\17 

1a a cember of the !'r1part1 to .&craeunt or net. 
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October 24, 1939 

To: Tho Secretary 

Froe21 Mr. Ranee 

t have had a turthor talk with Vin Rie!ler. He 
wanta t o t;O to Guatolll8la but cloet not thi nk be can acco1>t 
unleas the Sta t e Depart=eut 1enda eo=.one to repretent -
their aide of t he Governaent. 

Kr. Rietler cakea the tollowtnc ree~endatlona, in 
..t>ich Val tor Stevart coneun: 

(1) 'l'hat tho Gwoteaal& confnence be poatponad. 

(2) That the ocononic contere~ce between tho 21 
Republica her e in Waobinston be poatponed. 

(3) In eaoe nei ther of the above can be accomplished 
b e will consider fnvorably t;eins to Guatemala to represent 
the 'l'rea.oury, provided State Depart, ant will a end oi thor 
Fela or lllll;gan. 

Herbert Feh adviaed "" that SUllll1or Vellet vlll be 
bAck in hio Maryland home Wed.nead&y evel'Din.t. ond wile he 
it no t co:oing to tho office im::lediately may be roached by 
telephone, -J 
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October 24, 1939 

To• '!'he Socretar; 

FromJ ltr, l!IUIOO 

'l'ho l!W>g&rlen ll.ln!eter , Y.r. Poloeyl, and h!e !1nane1al 
coW\eelor. Mr. RclYaa, called u-pon me J~ondq o.fternoon, October 
23rd. 'l'ho K1nloter stated tlult hla '0111t vas entirely Informal; 
that be ca.::o to pey his rea~eto to tho Troaaury J)opartl:lent, and 
to ·~ thnt blo Government vantod to pay Ita J)oeo=bor installment 
Aa cont~lated. 

I dld Dt>t understand oxaetl)' wh)' b e vaa tolling •• thh ao 
I aakod bill vbothor he ero>octod on::! rtpl)' troa uo. Ee asid tbet 
he 414 not unleoa tho SoerotAT,y of tho Troaaur-; vtahed to aee bla 
about eome apeclfle matter, and would not br1nt th1t aatter to 
our attent i on again but would let I t take Ita noroal course. 

T »54+--
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October 24, 1939 B4 

'i'o: The Sacretery 

?r om 1 J.(r . Hru1oa 

In aeeordonce vi th your ins tructiona, I hnd n oeeting on ?ridny 
vltll SWlUior llolleo nnd Joase Jonoa a t which tltOe vo dioeu .. ed t he H at 
of " r tl cloa e;lven to you by the ?!nn!ah l<!olater, Mr . Procopo. It wna 
the unADlooua o, 1ni on of the three of u• that there vna one po~~ib111ty 
o! ~oinc oo:ot~ing for t he F'lllllo , oru! t hat 1~ with t ho Rlo'C, with tho 
pro• loo thnt none o! the goney which tho P.!C alght be villlnc to ad• once 
ne~lnot purchase• to this country shoUld be uaed !or war =aterialo . 

I ::.ruSe an appoint:e:1t vith !!r. Proco!'• for Sa tu.rda.,v aom1~. tmd 
t:>l.hd vi th btc a t leneth concornlnc; thla nrobl•, and eXJ)lained t o h la 
t.hl\t there vas only one aeency ot the Go• enua-ent wl th who:t he could 
~0'\l at tbh title and t!mt ves t ho R7C. I t ol d hill !urt.'ler t.""t ~:r . Jonea 
h~d ar,reed to oeo hio on HOndny , October 2}rd . 

I le~ned from t~r. Jonea that he hAd dieeuased thtc sit"'.Ult1on wi th 
t'>o Ftnnilb Hlnia tor very thoroue;hly and had eX!)ltllned to h i ., that, in 
l:\1 opinion. the moat he would bo v1111nt to r econmond ao a l oan esa1not 
th~ puroh.,oo of non- war !ll4tor!ala in t hio country wao $10 oillloo. Hr. Jonoa 
hRI requoa ted J!r . Procope to turntsh him w1th certnin ln!ormntlon concerning 
-!:>l.Md ouch a.a terms o f r epayoent , etc. , o.nd thnt when he has tmde final 
decioion he will nott!y ua no a matter of !ntereot . 

I ru:a •ure t he F1tmiah N:i.n1ster !eelt thnt. v e hnTe tre:1te4 hi ro wi th 
cona ! deration. 

J »J1f-. . ' 

Regraded Unclassified



TREASU RY DEPARTMENT 

INTER OFl'ICE COMMUNICATION 

OAT& Oc\ober 24, 1939. 

TO S..orotar;y llorgentbav. 

llr. Cochnu:l 

When I aaw the Socrot&rT earl7 tbio aorntnc it wao acreed that I oboold 
bring up at the 9(30 MoUn& the queotlon of releeeee b;y tho .rearal IIAioel"fo 

l!ank at !lew York of infor•Uon in roprd to gold, partiov.larl;y gold arrinlo 
in tbio countey. I ba4 brought to tho Soorttar;y'o attention the Dow Joooo 

Uclmr otor :r of laot Satv.r4&7 1101'111llg which lf&Te aW>b tv.ll ata1lo in ro,.rd 
to three cooolpaento of gold tr .. South Urlca to lfow Torlc, fbio itoa bad 

cODe on tho ticl<ar Jv.ot a little d.iotaaco apart froa a.o u .. 11h1ch 4of1o1tel;y 

appeared to be a releaae of the 7ederal R•aerTe Jenk of I•• York eonc•rniAC 
gold arrin.lo. 

At tho 9130 aeetinc the Seer otar;y lot uo lcoow that be wao dafinitol:r de­

teraiood to atop publicit7 OD tho part of the haral IIAioll"fe l!enlc with roo­
poet to gold, ...,d to Uait woolcl:r otatoaooh to thooe pno out by tho Depart­

,..,. of co .. oreo. l!o otatod aloo tbat tho Proo14ent hia .. lt • • becoaillc 

anoo:red at 10 liUCb publicity bel~~& elTon t o gold obipaonh. !hoe S..crotar:r io­

otructod llr. ~ .. to adJuot thio •tter todaJ. 

At llr. ~oo' requeot, I telephoned llr, ()ardoor of tho .Jodaral aooorn 
lloard ahortl;y boforo DCOD, I romiDdod hia of bio proaioo to lot ao lcoow 1t 

tho .rearal a .. .,..,, lloard would oot ocr .. with cur pod tion tbat the 4aU:r 
gold otatiotico abon aontlonod obould bo d.iocont ionod, I told llr. Clardoor 

thot we ,....o quite unbapp:r boceuoe tho South U r ie.... gold obi-nh bad b.-

come public througb o .. e obaonol. I raad tho Dow Jonoo announc•ont to llr, 

Gardner, who •• quite ourpriood at tho tulnon of tho 1nforaot1on ao woll ao 
the corrootnon of the tochoicol atoilo, I did DOt for a ao...,.t 1no1ouato that 

thio inforaaUoo bad beoo pTOo out b;y tho .rearal aeool"fo llaolc of !low Torlc 

or b;y any other official, I t old llr. Clardoor, hon nr, that llr, ~oo and I 
were i .oat ruotod t o oettlo thio -ttor to4&7, I reaindod b1a that wo ba4 

preferred to tab tho quootion up tbrougb cooon.Uatioo rather thaD oii!Pl:r P"" 
1ng iootrucUono concorniQC otatioUc o aTailablo troa CUotoao oourcu. I 

told hia that now we would approciah tho .roaral aoool"fo Jo.olc roco¢s1QC 
tho position llh1ch wo aro tUJ.nc. Clardoor told ao tbat ho thoQ41ht tbio South 

Uricao cold lhi-nt dioclOIIU'O quite o1cnlt1oaot. Sioco he ba4 auba1Uod 

a _........., to bio Board, oa the - subJect =dor 41oov.oo1oa, ho would 
han to coatult with tbaa bafcre pTinc ao a definite aoonr. l!o thollcbt 
llr. Sproul bad b..., in to11Cb witb llr. llaooo oD thio nbJect :reotordaJ, 

I eallod llr. Clardaor back tbio afternoon, urcinc a dooioicn. A\ 3115 
J)r, Oolaawoioer, who bad coo• with llr. Gardooor to n'bait tho ..... to 
Cbairaao Jccloo, tel ephoaod ao . l!e otatod that tho Oba1raao thougbt tbio •• 

really a -11 -tter wh1ob ohould oot bo "" ov.b;loot of ooatronr o:r and tbat 
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October 24, 19}9. 
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a coDYeraation bad been held wlth .Lllen Sproul in tbh oenae. Oonaaquentl.T, 

lt h&4 been auead that tha :Federal J!eaerYe :te.ok of liew Torlt would 4locontlllu 

prlng out the cold data. Dr. Goldenweloer aaid that llr, Sproul waa wrHinc 

uo a lett er tonight to t hla etteot and that llr . Sproul would appreciate it if 

we telephoned hlll back on the receipt of tho letter, otatlot that wa deai.rod 

the dlocontlwence of tho ci'rlll& out of t ba fi~a 1A quoatlon, !'hit would 

poe l!r, Sproul" dotlnite requoat 'llhich he could recor d wlth Gonrnor Earri­

oon. 1 tbanlted Dr. Ooldenweioer lor hio 1Atorventlon, and a u ured blm, aa 1 

!lave llr, Gardner, tbat it noYer occurred to uo that the li&DJc at !lew York had 

ciTen out the South Mrioan cold otor7. Dr. Goldenwoioer thanked me for talo­

i"t the at tor up throucJ> tho Board AA4 hoped thot the 'FrtaturT woul4 continue 

to euboit mett era of thia aort , eTOn thoucl> of little i~~~portance on the aur­

face, to them rather than deal directl y wlth the Joderal RoaorYo Bank at 

&'ow York, 41sreCIL1'4lng tho :Boord. Dr. Goldenwohor waa moat cordial and pYe 

"" tho a uurance of hie people thot the7 4ta1red to coaperate wlth ue 1A 

eYery poaalble manner. 
October 25, 19}9 • 

.Lftor receiTing the attache4 letter from llr . Sproul thio forenoon, I 

telephoned him at 11155· 

I cootlr=ed thot 1t waa the 'tre&t1ll'7'• deaire that the Je4oral looerTe 

BACk of 11 .. York 4locontlnue ito releasea rtpr4l"« col4 arrh-al a, liz'. Sproul 

acre.ed. to th1a. and prom1aed to g1Ye out a 1tatement at hie pre•• coDterence 

thlo afternoon to tho effect that hit beDl< will not hereafter give out ouch 

lotomatlon: that thla gold newo aerrlce wlll be concentrated 1A tho Depart­

cent of Cocmerce, etc. 

At 4115 thia afternoon the f ollowing item appeared upon the Dow Jonee 

t icker: "Oold lloveJ>Ont. Je4oral Reoene Bank of !low Torlt announce4 t hia 

afte.rnoon that etfect1Te t od&T dallT aAd wooltlT publication of cold iaport 

figurea by the banlt wlll be discontinued. In mltlnc t hio 4tcio1on it 1t un­

dorat ood that tho banlt felt that it -· deairable for a l l report• on cold 

laporte t o co:oe from ono central oource. Tbuo, all gold figureo ln t ho tuturo 

rill c""'e f r o:> t he llepart•nt of Coa:>erce which pnbllohea wteltlT otatlotlco 

on i'riciay conrlng the nelt ondln& the pre<r1ouo J'r14ay. • 
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OJ' lll:l YOEX 

October 24, 1939. 

Dear CochrN>: 

Eneloaod is a clippi n& from tho New York J our nal of Commerce which 
appeared in the 1 .. uo of Mon4a¥ lll0rnill8 , October 23 , and which diecuoeea ohip­
mont o of gold to t hio countr,r from Sout h Atrio•. I do net know whore tho paper 
obtained this infor=tion, whether in this country or abroad, but 1t certoinl;r 
did oot obtain it from ua. AI you knov. we never 414 CiYe out information on 
o!!le1al 11>ld -•monte, ncr u to t he voaoolo oil which £))lei. wu being oh1ppe4, 
and wo roce:>Uy d1ocont1wod ghing out 1nfo.-t1on on repartee!. eo=-orcial "'ld 
•1180ee;:;onto. 

rhh artielo o:apbaahoo what I point ed out wi th rol])<lct to sioUar 11>­
ro...,..Uon which eppeuocl. • week or ao - concern1nc gold oh1pa:ento fro>~ Italy, 
l\Ailel;y, t !ult a blackout In thio area of publicity 1o go1118 to be difficult. !he 
nowo~apcra apparently ue able to got at leaat partial information from other 
than offic ial aourcea. oithtr here or abroad. 

1 have heard from Wal ter Osrcl.ner of t he s t aff of t ho Board of Governor• 
thot there was a meet 1118 at tho 'l'rensury lost week to diacuaa gold lliOvement re­
rortt . I aa aorr7 t hat aomeone frog thie bank could not have been there , par­
tlcularl;r alnce tho ropcrto or thio bank were opec lrlcally under diecueoion, and 
oinco ve did lit 1n on a oi.Uar aeoting laat opril>g, whan llr. Harold T. llooloo, 
~ali etut f1ce Prea14ent 1D cb.a.rge ot our Research Depart::ent, represented u . 
l uncl.arotand that it woo tho conoolloua that thio baok' o cl.aU7 and weekly r eloaoao 
Oil £))ld !~~porto ou.t;ht probobly to be d1econt11111ecl.. Vo t h1Dit that t hq ohould bo 
tontinued, but , o f C0\11'81, releaain£ such titure• i t no\ one of our :prl.ae.r7 
tuncUono and we are not go in& to try to 1nsiat on' tholr conUUWIDCt 1! the 
Tren~ f eele otherviee about ~em. We do bel ieYe, howeYer, \ha\ it the ti~e• 

oro f:Oin& to be publlahocl. a t all - oey a week or ton deyo late b;r t he Departc ent 
of Collllllerce - there 1o no cood roooon why tbey ohou.ld not be promptl;r r oleaoecl. 
here . Knowledge of a mo'YtllleD.\ from a certain country or countriea, and eoze idea 
of ita pattern, enn be obtained from tardl relea••• ae vell at from prompt re­
leaooo of actwol icroorto . Ve aloo bal1en t hat too lllleh uphnaio on oecreey eon.­
corn1Q£ ph:vaical ohi.peento or "'lei. will attract an uno!:.Lo aooount of attention to 
thea, and will raoult 1.!1 conUzmel!. plbl1c1ty f or ~tenr 1nforcat1on can bo 
obtained by tu preoo 1n any wrq. 

he. 

~~. H. N~rle Cochran, 
frean17 Departli.ent, 
~Dahincton. D. c. 

Youro faithfUlly, 

(S) .Ulan Sproul, 
11rot Tice Praoidont. 

.. 
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TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

TO hare\ar7 Jlorp.llu..i~L 

I'ROM Ill'. Co~ 

~ farelp olDOiwlce ~~&rloot upo.rl.,.oo4 allQ\her ~ot .sq. Swrllllc 
op01lo4 a• 4.0J..?/8 0114 ahartl;r' \heroa!wr ,..,, to 4.0l...:3/4. !be raw rell011104 
thoro until oarl;r af\OrllOOil W.ll all order to pv<>b»o ~.ooo ~aN4 1.a \he 
-loot 0114 tho raw 1-.l.iawl;r rooa to 4.02 0114 .Uoaqu••lT reacbecl \he hip 
of tho 4q of 4,02.-1/4. H cloao4 at 4.0l...:7 / I. 

~ o\bor ......,_ oo.rroD<>ioo ,...., aboolt "Mh"'l'l4 vUh \be ucopUoa of 
tho bol«a, which rec- froa loa\ nlcbt1o olooa of .1677 to . 1673. 

!be Dow loa .. !ioloor carrlo4.., iwa ta4q that tho Jo;p..,.oa Oon=aoat 
hao 4oc14o4 \hat tho ;ren, which wao foraorl;r lillloo4 w1 th oWrll.ac, ohall M 
Ualco4 to \he u. s. 4ollar 'becllllWl& toaorrov. It 1o Hportod that \be~ 
oolllac raw for \he 4ollor will bo . 2}-7/~6 0114 tba ~raw .2}-15/32· 
It vu aloo Hporto4 l.a tho - DOWo itoa \hat Maaalmkwl he4 followod tho 
J~aneao couroa b7 11Dlr:1ac ih ourro""7 to tho 4ollor. 

bporUac baako l.a hw Torlt 11114 tba lo4oral Roaono l!Oilk roporto4 aalu 
tot aliac :.47J,OOO, froa tho followlag aouroool 

Oo.m.ro1al conceru •••• •• •• •• • ••••••••••• • ••••.•• •••••••.•••••• · • l!I><', IXJO 
:rorol.p baaka (:rar :loot, ~opo, lfear Jaot 0114 South .UOrlco.) ... :,_~~~ 

'l'otal 

Pu.roho.oao of awrll.ac -- to :.462,000 ao 11141cato4 bolov: 

Vo Hoolftll, tbraulb tho lodoral lfeoen'O :laDit of - Torlt, a roqa.oot froa 
tho Oontral l!Oilk of .ArpJ>tl.aa to pvcbaM .1.500,000 l.a cold. to bo e44o4 to 
tholr oaraarloo4 ..,count, which roquoo• woo o;pproftll, 

!be l!Oilk of .,o4o,. oold. $25,000,000 cold. froa tholr o....,...n,od _, 
with tho lo4oral Rooone l!Oilk of low Torlt. ~ Oon\rall!Oilk l.aatructod that 
tho dollar proooo4a bo oro41 to4 to \holr account with tho J'o4oral. H aloe 
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!oatruotod tho J'edoral to llllllto pq~~onta of $3,000, 000 to tbe llat!onal O!t7 

Bank and $2 ,000 , 000 to tho Guara.nt7 Trwot Oo-, both p-nta tor account 

ot the Bank of Swden, J.o tho Bank of Svoclon .a!nta!no a larce clcllar bala.nco, 

and !n now or tho -itudo of tho amount or gold told, tbh oalo ~ bo clue 
to the publlc &llllOUileoment rolatin to Senator V&lldonbors' a illq1Ur,. u to 

rocluc!ns t ho price of gold to 1h !onoor lonl of $20.67 tor the cluri\UOII of 

the war. '!be Svoclish Bank h pre-bl)' 101~ part of !to gold holcliJISI 011 
the &a"""'Ption thAt if a rocluct1o11 in tho price of gold occuro, tho ftlua of 

their gold holclingo will bo correoponclingl]' reduced. It tho foregoing h true, 
thlo tranonct!on ~ be tho bestnn!ng of o1m1lar sold 11~u1dat1ng oporationo. 

Tho Central Bank of tho Republic, Coloabia, oold $701,000 gold troa ito 

eo.n:.orlcod gold account. 

'!bo Yodoral llaoono Ba.nlc reported to ua the follow!~ gold ah1-nto1 

$ 5,000,000 from Japan, cono1~od to tho YokohAma Specie Bank tor oalo to tho 
United Statoo Mint at San Francioco 

2,087 ,000 froa South .t.rrica, consigned to tho Federal Raoerve Bank of Nov York 

to bo earmarked for account of t he l!etberlanclo Bank 

2,9$2,000 froa hgl&Dcl, conaipd to t he F<oclor&l l!ooorTO Bank of !lew York 
f or the account of the l!etherlanda BN>k, the cliopooitlon of vhlcb 

l a not known at the present tlal 
1 , &80,000 from It&17, oonoigood to the J'ocloral Rooeno Bank of Nov York tor 

the account of tho Nat ional Bank of Svit •orl&nd, the d1opoo1tion of 

=;-;=-;;::::;-;" hlch h not know &t tho pruent time 
Sll,749.ooo Total 

On t ho report of Ootobor 20 froa tho Joclor&l Reoeno Bank of !lew York 

entitled 0 Japanooo Balancoo• it wu noted t hat tho Far laotorn depooito with 

the Yokohana Specie Bank J.senc)' roee 1D ono wook troa an oTOrdr&ft of 

$27.916,000 to a dopooit of $56,375,000, tho latter bearing & notation than 
nn overdraft ot $82,929,000 vat 1nTolvocl. I aokod Mr. Knoke on SatuzcleT laot 
to look into thlo m&tter and lot me know t ho llgnificanco, 1t &117, of thou 

ti.~ea. Nr. Xnoke pTe at aooe 1n!onDation 1u the prlciltl yeaterdq. aDd 

called .,. back apl..n toda)'. lie otated that the Yokohua Speclo Bank in 
liew York bed expla1Dod that !t bed boon llllllt1Ds edT&neoo to t ho hoed ottlce in 

J&jlAil -!not oocuritioo 0 holcl allroed0 • It 1o Kr. Inoko' a boliet tbet tho 

oocuritiu aro actnall)' hold in !lew York. (It hao boon t ho troaourr'o undor­
etending tor oomo time that the eocuri tioo put ~ ao eollatoral tor tho OTor­

dr&ft ot around $27,000,000 wore United Statu Gonrnmont hondo) • Kr. ltnoko 

oxpla!nocl that the clif'toronoo in tho figuroo thlo paot wook roolllto4 froa 

the Yokoheaa Specie Bank tolloviDS tho how 1notructiono ot tho J'edoral to 
Chlmgo tr ... tho for:oer OfOt&D of roportins onl]' t ile 41fforOI>CO botwOOD &OIOtl 

and liabilitioo; that 11, to show aooot o and liab1litioo ooparatol]'. It Y1ll 

bo noted that tho cliftoronco botw en tho dopooit and tho OTtrdratt ao ot 
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~toller 0!0 1o pr..,u~ oqll1nlnt to tile on~att of Ootoller 1~ ltr. laoiDo 
aaid U...t vl>on the 'baD!< olEalliMro MXt lllopoot tile to~ lpecio Balik tbe7 
vtll oll4aaTor to aooert alll110ro illtoN&Uon with roopoot to thio 'ballk' o 
opora\iou. 

OOII<I4a ool4 to ua l!oo, OOO -•• of ollnr UIIAor tile 11lnr Parcht.oe .&ot, 
fhio IIODt a total of 50!0, 000 """""' purohaoM dUdDC Ooto'bor .....,.. our 110n~ 
)T ap"OOmtllt with that COIUlll'T to purohaoo up to l,C!OO,OOO """""' of tUTOr, 
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GKOUP U't:J>'!'INO October 2,, 1939. 
9 :30 a . m. 

Pro:sont : 

"J . !I!. Jr: 

Gaston : 

H. M. Jr: 

Gnston: 

Gaston : 

.S. M. Jr: 

Gaston: 

H, JJ . Jr: 

l&r , Haas 
Wr . Duffield 
!Jr, Cotton 
JAr . Stewart 
Mr , Harris 
Mr . Thompson 
14r. Greves 
l~r. onston 
!Jr. Rietler 
!l!r . Co chro.n 
Mr. Foley 
llr , \Vhite 
llr . Boll 
J.tr . Hanes 
llrs . Klotz: 

Her bert! 

Admiral Waeseh e and I are seein~ this morning and 
this afternoon, tho Burenu of Navigation, Fisheries 
and Territories and Island Pooaossiona, Those 
wore th e agencies you mentioned , weren ' t they? 

Does anybody el se have boataY 

Of course, Geodetic Survey hnvo qui te a large number 
of boats . They are also in Commorco . They operate 
quite independently. They have quite a considerable 
nUOber of boats of their own. I t might be a good 
i dea to tall< to them, too. 

Anybody who bas boats . 

All right , we will take them all , t hen . People who 
want boats might be included • 

~bat else have you got! 

llr . Olaaaer, of Chicago, and his lawyer and a man 
from Sabath' s offi ce were the gentlemen referred 
to me yesterday. He thinks that the alcohol t ax 
1n Chi cago was outrageously persecuting him. Ha 
hao been indi cted, you know, This is Dan Gl asser , 
who wns Assistant District Attorney. 

It is Tom Gl asser , I know, who wori<ed for ilhi te . 
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Well , this fellow ia qui to a fellow, 

Harry d idn ' t get tha t . If you don 't pay attention, 
I will get orr a couple or good one a. 

You have got to defend yoursel f , Harry. 

You watch all tho Olaaaera . 

An:ything else! 

Nothing else. 

John? 

No, I haven 1 t anything, 

You are coming in at 10:30, aren't :you? 

10: 00 o ' clock , f irst, That is what you set for • ••• 

At 10:30, that i s right , and 10 : 00 o'clock. 

Anything else? 

No . 

EdY 

We won the Brit1sh-Amer1ean· tobacco ease yesterday 
in the Supreme Court . '1\la t 11 the action against 
the Federal. Reserve Bank in !low York where the gold 
bullion was paid for 20, 67 and the:y wanted v35. 00. 
There was about four and a hal f milli on dollars in­
volved, so now our aetlon that ia before the Court 
or Claims, we ought to be able tn dispose or. 

I see. 

No dividends this year. 

Well, virtue bas ita own reward, 

They had same representatives at the Bank in that 
euit. 

Vlbat olsef 

92 
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I have a list of the papers 1n our files regarding 
war preparati ons (handing list to Secretary) , I 
don ' t think that we ought to make public u se of 

S3 

that at the present time beca use some of those things 
have never been actually consummated, A lot of them 
aro in the plan stage. 

Would you (!Ar!l . Klotz) to.lk with me about that? 
A. A. Berle talked to mo o.bout it. He Is all hot 
and bothered about 1t. They havo been around to see 
hlm. He has been designated to ~alk to them. I 
t hink hl.ntner and Alsop vtero tol:1 by Steve Early 
that they could write up what atepa tho Ado.1nistra­
tion had tal: en for tho war , so I had a survey oado 
of what ..-as in the General Counsel's office and what 
ftaS 1n mine and they nnted to know whe t!ler they 
could see Hanes and Gaston -..hlle I was gone, and I 
said, "Su:-e , but I IU:1 Just not ••• " I r;ould like to 
chock this lfith the President onco nore , because it 
io avtfully recent stuff. 

I thou,!ht that was a bad thing ~o do . I don ' t aee 
how 110 can toll them very much without going into 
such detail. 

ll.os t of the things we onumoro. te in that memorandw:~, 
:.:r . Secretary, unexplained, would cause a gr eat deal 
of troubl e . 

llorle is very much bothered about it. lie 1s to 
handle it for the State l>opa•·t:nent . Did I say I 
would do i t ? 

~o . 

\loll , I think before I do 1t I will talk with the 
President . Have tboy talkod to you? 

No , I think so~abody t old me. Gone Duffield, I think , 
told me that you had said I could to.lk to them. 

Sure , they sa i d , "Can we talk to llanos?" I said, 
"Sure, t o.lk to Hanes o.nd Ga ston.• 

I don ' t see hovt you can toll them that stuff • 

I don ' t either. I will talk wi th the Pres ident . I 
hope to see him today, anyway, with you o.nd Jerry. 
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I have asked to see him this afternoon when we get 
this cleaned up . 

All rightt . 

Yes . 

I see in the newspaper this morning that Senator 
Wal!)'ler ho.o a letter a.nd supposedly Sene. tor Barkley, 
too, on tho stabilization fund, Which they gave out. 
If they do road those things into the Record , we are 
immediately going to get requests down here for 
copies or those things. can we supply them? 

Well, there is a gentleman sitting on one side of 
you and anothe r on tho sofa. You oan ask both of 
them. 

Barney Flynn was talking to Wag)'lor when we went 
down there yesterday and he aaked us for copies 
of the letters , and l'lag)'ler told h1nl we would supply 
them, and I told him we couldn' t give them to him. 
If he wanted them, he would have to get them f rom 
Wagner. 

Sene tors n ever make any provision for widespread 
dls tribution of this thing. If you want the lo ttor 
to be distributed, we are going to have to do it, 
with their consent. 

Well , you know now where it is, All rlghtf 

It is , provided we haven't got anything 1n the letter 
we shouldn't have , 

Take a loolc at it . 

There was a story on tho Dow-Jones tioker that the 
Japanese Government has decided that the yen should 
be linked with tho dollar beginni!IG tomorrow. lbe 
only other item I have is a not i ce - Saturday, there 
was qui te a etory about six million doll.ars of gold 
being en route from South Africa to Now York. That 
brings up that question as to whether these figure s 
should be given out 1n Now York. 

There is a grand one to hang th.ia thing on. Let's 
kill tho. t today 1 Johnny, Six milllon dollars in 
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gold on the way from South Africa, in transit, and 
tho Federal gi ves that out . Kill that for all time , 
today. 

It i sn 1 t given out defini tely a s coming from the Fed . 
It cnne ou t a few minutes from the Fed announcemont 
of arrivals. 

Use lt , anyway. It comes from the Fed, doesn ' t it? 

It doesn 't say, but I don ' t know Who el se would have 
all of the information. 

Ho more gold statistics except fro~ CO~erce . I 
spoke to the President about i t yesterday and he is 
getting a l i ttle fed up . 

You mean a weekly report? 

Yes , beginning tonight . 

Have we beard a.nythine from Gardner, Harry? He said 
he was going to come back to us as soon as he chocked 
with the Federal Reserve . 

Let ' s k ill it , because it i s getti ng under the Presi­
dent's skin , every day another cold shipment" , and it 
is the same shipment . 

That is all I have . 

Are you gotns to sit in on the 10: 30, Mr. Stewar t? 

Yes . 

Rioner? 

Yea . 

I hope you have t alked to your partner about his eye. 

It is the f irs t thing I inquired about. 

Are you satisf i ed with his explanation? 

No . It happened in a sleeper. 
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Those things happen in aleopore. 

It just shows wha t happens when you leave him 
fo r one day. 

Mr . l'lh1te? 

The fi rst draft of the Vandenberg l etter i s - tho 
answer to the Vandenberg let tor is ready, ltho woul d 
you l i ke to see i t besides the legal department and 
the publi c i t y departmentt 

~/ell, I "ould like h!r , llanos to aoe it. I wou l d 
like to have that part of the three "E's" that are 
here see it . I f it is at all polished. I thL~ I 
ought to sign it this a f ternoon. 

The more tiDe we have , tho better i t wi l l be , 

I wi l l give you until t omorrow, thon . 

'!'hot wi l l be better, 

o. K. Let ' s say tomorrow . Vlhut else? 

Senator '.'io.gner said that he woul d very much lilce 
to have the answer to Vandenberg ' s l ett er as soon 
as i t wa s ready and Ed and I said that is something 
he would have to t ake up with Vandenberg. 

No, with the Secretary. 

Tila t is all right . t /lul. t I would do wi t h t hat - send 
h1n the Vandenberg letter and send a copy sicultaneoualJ 
to Barkley and r:agner. 

The outflow of funds are continuing, that is, the 
central banks are drawing down their balances but 
private fUnds are increasing slightl y , 

That cheeks wi th what you told me about Sv1eden. 

Yes , sir. Swi tzerl and sol~ us 10 mill ion dollars 
yesterday, also . 

But it goes in to their private aocounte? 

Regraded Unclassified



Cochran: 

'llhite: 

H. U. Jr: 

llhite: 

Hao.a : 

Harris: 

H. li.Jr: 

tihl te: 

H. II . Jr: 

Harris: 

H. M.Jr: 

9? 
- 7 -

It does tor Sweden, yea , air. 

And they are continuing to sell American securi t i es 
on balance . 

llbat else, Hareyt 

That is all . I would like to see you for a minute 
after the meeting. 

I have nothing thi s morning, 

I have been diecusaing with the State Department the 
question of diplomatic status tor the Treasury men 
in France. '!'hey virtually told mo to go jump in 
the river, or words to that effect, and they haven ' t 
the sligbtest interest and they are even worse than 
that, I mean they are distinctly bordering a> being 
rude about it. I can't get any further with them at 
all. 

All rigbt, you ga t out an order today discontinuing 
our giving them any help in Berlin fr(Jll the Troaaury 
a ttaches , 1'/e are not intoroated, eee. Jus t send 
out an order. You take it over, if you want to. 
I will do it, see. No cooperation both ways, this 
goes both waye. 

Have they been helping! 

Yea. 

Who did you see over thoret 

Neasersmith. 

: 

I will 
I say. 
we sot 

tell Messersmith myself , You can hear what 
I am sick and t1rod of it. How many men bavo 

in Berlin helping him! 

I don't know now. All we are talking about 1s about 
aix men, ourselves, 

lly recollection 1a you signed the ordor. 

I think, if I am not mistaken, that somo of them 
were sent b&olc here. 
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Wha t ever it i s , i t i o tho Tr ea sur:r ata !'t' . I t they 
won ' t cooperate , tho coope ration BOOB both ways. 

\Ia did it 1n one da y when you a sked ua . 

( On phone) Hello . ( •relsphone conver s ati on with 
He ssersm1th f oll ows : ) 
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Oct ober 24, 1939 
9:45 a . m. 

W~Jr : Hello. 

Operator : •~r. Hesser eo! th. 

l!l!Jr: Hello. 

George 
l!esaerool th: Good morning, sir. 

l!I!Jr: 

H: 

H!!Jr: 
... 
l!I:Jr: 

P· 

!!!:Jr: 

!·! : 

:-::Jr: 
!! : 

Hello , J.lr. Meseereml th . 

How are you? 

I' ~ all right , but I'm a little angry. 

liha t t o r? 

liell, we've got halt a dozen people ln Parle, France 
- 'l'reaeur y agen te tryi ng t o do their Job and in order 
t o get ar ound in these times they need diplomatic 
credent ials and I understand ltr. Harris is over 
and ••• ••. 

He spoke t o me over t he telephone about i t. 

Yeah, he got nowhere . 

Look, ~!r. J.lorgenthau, t he -- under t he rules we 
can't grant dlplooatic passports except t o those 
persons who, under international lav and prac t ice 
you Y~ow , have a certain status . 

\/e l l • ••• •• 

And it we give dlpl ocat i c passports to Treasury 
agents and certain ot her representatives of our 
government -- ottloero of our government, why we ' d 
have to recognize dipl omatic passpor t s from similar 
agents and all ki nds of people from other govern­
menta vhloh \:Ould pu t us in a very embarrassing 
pos i tion. 

'«ell . ... ... .. 

Nov • . • .. 
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•••••. in order to eave you e~barraoa•ent the people 
t hat we've loaned you, t he Treasury people 1n Berlin. 
I don't want t o ecbarrass you, you aee? 

Yeah. 

So we'll send ou t a cable today telling them to die­
continue embarrassing you .by assisting you. 

Why , Mr. Morgenthau, don't do anything ••••• • 

Yes , I am. I 1 m sick and tired or t his -- all or this 
diplomatic language and t his t hing and that thing. 
I mean, we've go t people worki ng under war times 
there -- in France, and we asked t ha t they be given 
a -- some sort or a certificate eo t hat t hey can 
travel around. 

Well, I mean , being perfectly -- I told Mr. Harris 
that we were perfectly prepared t o do everything we 
could to facilitate their travel and I' m sure that 
we can do it. 

\Yell , what arc you going to do? 

\~ell, I wish you would let me come over and tallt t o 
you about it, because ..... • 

Well I'm not - - I ' m not going t o trade on this 
thi ng because t hi S th i ng has been - - George , you 
fixed up t he Agriculture people. 

There's not a question or t rading. 

You fixed u~ t he Agricul ture; you fixed up t he 
Department of. Commerce . 

Well , but t hat was an entirely different matter, 
Mr. Mor gentbau •... . .. 

Well, let's make this an entirely different matter. 

Ah ••• 0 •• 

But I don't wan t to embarrass you with -- ~~th 
Treasury agents in Berlin.I --I mean, I ••••.• 

I don't think the question has even arisen with 
regard to the Treasury agents in Berlin. 
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No , but there's a whole atat f --I don't knov -­
worki ng tor you. 

~/ell • .. ... 

~Cl 

I -- I gave you thnt on a split sooond and I didn't 
atop on diplomatic uoage . 

Why no , but it just seemed to be t he natural t~ing 
to do as t hey couldn't perform their ordinary 
tunc tiona. 

\/ell, \l8 cen take theo out of there and bring t hem -­
bring t hem hooe. 

Yea, you can do t hat • 

Sure . 

•.!ell , I -- I - - t l:ere •s a long s tory behind t i'l1s . 

I Jmow there 1s . I -- I !mow there 1& nnd I I·Jant 
to oraok 1t one way or t he other. 

~iell , I ' m not sure tha t always -- you remember some­
times we ' r e not always given all of the facts . Now 
there was a Treasury a3ent ovor here the other day 
~<ho came to see me whom I tried to talk with in a 
reasonable way, and he really behaved very badly, 
l!r . l!o r gent hau. 

\lbo was that? 

r e -- a oan by t he nru:~e ot -- !te •·as the assistant -­
what' a ~is naoe? Butler, his nace was . 

Yeo • 

He really made hi mself very obJectionable • 

\."ell , t here ' s no reason tor t hat . 

\I ell , I mean , the t t here was -- it was perfectly 
absurd. 

If you want to come over l•lr . Harris and I will be 
delighted to sit down, beoause my people can't 
funct ion over there the way they are. 
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Well, I -- I would r eally love to do that because I 
think you would want t o go into it. 

All right . 

And • •..•.• 

How about tour o ' clock toda y? 

llhat' s t hat? 

Four o'clock today? 

'1'ha t suite me. 

Harris and I V111 be deli ghted to see you, but I -­
but I -- I r eal ly -- I 1 ve got to look atter my people. 

Right. Well, I'll -- 1 111 only be too happy to come 
over. 

All right. 

All right • 

Thanlt you. 
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I will give you a copy of the reported conversa­
tion between Butler and Hea~oremith in which Butler 
says that he haa · nevor been oo insulted and treated 
so budly by anybody as Meooeromith. 

llo knows how to do it. 

Sometime ask me to tell you the story about the 
narcotic agent when JlessersMith Ylas ~:1n1ster in 
Austria . 

It is not a background t1h ioh I know and I can't 
soeo to find out about it . 

If flO d on 1 t have t1ha t we want toni ght , the boys will 
ge t orUe~s to l eave Berlin . 

\,e have a specific ca so nov: • he1•e wo want to mnke an 
inves tigation on Swiss wa tches . lie are trying to 
£ Ot a fellow to go down to SYti tzerlsnd and the last 
f ellow we sent down, they hold him up for t en days 
and then they only l et him i n for something like 
fotU' or five mi nutes , and sa i d he had to get out. 

They can ask u s to wai t until Papa Ciano goes to 
his fn ther- in-lu\1 ' s t'unot•al a:.ncl hol d up a case for 
ten days , that 1s a ll rieht. Phillips coul dn't 
ro t in to see Ciano. '!'he excuse Ylas be had to go 
~o !lis fathe r-1r.-luw' a t'unornl . 1'his th i ng h na 
been goins on fo~ I don 't know bow long . I an fed 
up on it. I tolu :rou to f i cht . 

I fout::ht r.ard enoubh so tho:T w1ll hardly speak to 
me . I don 't know ho" I:IUch 1\1 rthel' you want ~o go . 

· .. by not Clllke it coo:pletet 

You got a slight impression of how he feels there . 

'>'hat is all right , i f we d on ' t lla t what we want 
toni ght, these bO:f8 l onve Borl1n. They are asking 
favors eva ry dny and '"e aro letting them do one 
thing after another . It would be ju11t too bad 1f 
thoy found out about that airplane in the State 
Department , letti ng that como over. One a day , 
until v:e get what we want . It would be just tough 
luck, 100uldn ' t itt 
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Yes , it would be too bad. 

All right . 

Just before you get off the narcotics , one of the 
difficulties i s , you see , that that i'ellow Butler 
has been mixed up 1n unearthing ~rcotics deals 
and without the diplomatic status, they can put 
him on the stand, which i a the one thing they don't 
want to do. \Uth his a tatua, he can stay off the 
stand 1n France, which he is very anxious to do. 

It is just the most childiah piece of performance 
I have ever seen. Get so~ebody to tell you how 
they recently - maybe you (Cochran) know how they 
handled the Agriculture and ComMerce people. They 
fixed that up. They gave them a d1pl o=t1c status 
and then assigned them back to their department , 
i sn't that what they do? 

'!'hey di d 1t before, W.r . Secretary. 

No , this is new legislation. 

But the:r had dipl omatic stntus. 

Our Treasury man can ge t it 1!' ho is called the 
Tr ensury attache. 

AM I not right that with in the last three months 
t hese Conmerce fel lows have been t aken over by our 
foreign service and then reassi gned back to the 
Departl:lent of Comnerce? 

Yes, '"' of July 1. 

Alii I righ tt 

Yes . 

Let him (Cochran) post you on th is. 

Yes . 

All right? 

Yes . 
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He doesn ' t want to lose those fellows , 

Dan? 

Apparently sane of the deo.lero wer·e a lit t le dis­
appointed at the rate. 

Cood , that shows you wer e right . 

'l'hey said i t woul.d go ve ry well, I think the boys 
thOUGht the r ights wer e a little h i gher than one 
point , 

'Iha t served thee right • 

:cs 

Yes , Under the Col d Reserve Act that was omended 1n 
the last session of Congres s , you ha ve to make a 
report to Congress at this time of the stabilization 
fund , I certainly don 1 t think \'le ou(lllt t o send the 
audit report . It seems to mo 'llhnt we ou!;ht to do is 
write n summary of that a.nd eend that up. 

Is there o. l aw like that? 

Yes, sir. 

Say that again. I am not f am111o.t• with it. 

At tho last session of Congr ess , which extended the 
Cold ~eservo or Stabilization Fund for another two­
year peri od, another provision waa also put 1n that 
you have to make a report to the Congress 1n a ddi­
tion to the one to the President , and we have always 
given the President the audit report, "<hich i s 1n 
detail and qui t e a large book, aa you recall. I 
don ' t thi nk we ought to send tha t to Congress. It 
gives the day- to- day tro.naaet iona 1n detail . we 
ought to write out aome sort of a report followed 
by a .ummary table. 

\'/hat 1s the cut- off datef 

June 30th. 

You do the way you think is right . 

I would l i ke to have llr. White help me. 
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H.l~ . Jr: 

Bell: 

l: . IA. Jr: 

bell : 

\,b.1to : 

H . ~ . Jr : 

roll : 

I! , II , Jr: 

ecll: 

H . t~. Jr : 

3ell : 

to . !f. . Jr: 

Fell: 

!l . ll . Jr: 

~ell : 

Thol'lpsons 

l' . l!, Jr t 

- 12 -

All right . 

We will have the aud.i t report in the next ten days 
ot• t wo weeks . 

I will l e ave 1t to you and White . Villa t else? 

- "6 _I.. 

We ore beginning to ge t requests for now, uncircu­
lated coins, mostly silver dollars, for Chri stmas . 
Heretofore , we have refUIIed to send. out any new, 
unci t•culated. silver dollars because rie;ht after 
Christmas they come back into the Federal Reserve 
Banks and then they want tho apace and ve have to 
pay the transportation chargee. 1/ould you like for 
us to continue that or should we grant sane of thosot 

I thi nk they ought to be dis t ributed. 

Unhesitatingl y . 

And we' d confine 1t to tho Christmas .... 

Lot them l'a ve ell they •ant. 

l~r. Seereta.r y , e very b i g department store 1n t he 
country tries to get new, uncirculated. silver dollars 
to go right through tho cashier ' s ofl'ice anrl right 
back into the !o'edoral Reserve. Do i t t 

sure . 
Then 01e will have to aak for a defi ciency. 

Do it with your fund , I don 't want any deficiency. 

We aro qui t o 11m1ted as to funds . 

Do it as far as the funds are available. 

All right. That is a l l I bnve got . 

r'rank Ylilson 1e well i tnpreased. with that man that 
Jere Cooper spoke to you about. Ho is co~ing 1n 
Monday mo rni ng. He baa n vacancy here. The mAn 
was 1n several days a go. 

And he will take him on t 
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Thomp11o n: Yea. 

P. . Ll. Jrs 

1'hompoon : 

H.lf . Jr: 

Thonpoon : 

h. Lt . Jr : 

'i'ho:~p:son : 

Ca11 ton : 

'i'honpaon : 

Cotton : 

'•ihi te : 

h.r . Jr: 

~·.111 te: 

l! , J.•. Jr: 

Fi ne. What is that i'ellow ' a name? 

Ingraham. 

And we take him on permanently? 

No , i t is an emergency appointment . 

l!o 1a al l right, 1a he? 

1~t i s wha t he says. 

~t i s the can 1 s nnmef 

'li ce A. Inaraham. He was formerly a Pos tmaster or 
Assi stant Postmaster. He ought to bo a good man. 

Fino. 0 . K. l'le go right into another one at 10 : 00, 
don 1 t weT 

This is the 10:30 meeting on Oerman economies? I 
think the consensus of tho group you sent it to 
was tha t it might be a good i dea to prepare some­
thing and then discuss it a li ttl e l ater. We will 
probably ?taste your time to talk about i t at 10 :30. 

lbe decision has been nado aa to how to proceed and 
there would be nothing to deci de unti l the f irst 
r eport is ready. 

You know how you -..ant to proceed? 

Yes. 

How? 

\'/ell , there will be a preliminary report prepared, 
such as , I take it, you are interested 1n and • ••• 

I would like to take five minutes at 10:30 to 
talk about it. 
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h":-'Jr: Hello. 

L!luohl1n 
Currie: Hello , Hr. Secretary. 

iit:Jr: Hello , Lauch. 

October 24, 1939 
10:05 a . m. 

C: I Just want to nalte one or t11o suggestions about 
proce~1~e to you this morning. 

H::Jr : 0 . r. . 

== tie he.d a Iteeting ot t hat grou:> last wee!~ and we 
ne t yesterday afternoon ••.••• 

l::Jr : S~lell. 

J : •....• on material t~~t Danny Bell is getti ng to­
gether, and I can tell you -- to be perfectly 
frank llith you, I can' t make much of it. It•s 

.:o!l 

Kll in terms of allotments by progr ams by oonths ••.. . 

;::~Jr : Yes . 

C: ••••.. and I don't think for this pur~ose allotments 
nean much. 

r:tJr: Yeah. 

c: So vnat•s happened is afte r the meet ing.! sa t ~o~~ 
o.n!!. began thlnking up ways and mesne w!tich we could 
do t his thing and I have tive or six suggestions •.••.. 

~: J r: l:es . 

C: •••••• "e aisnt e:r.;>lore . 

Hl:Jr: Yes. 

C: ~ow, if it's all right with you I'd rat her not-­
I'm not really -- reel in a position or submitting 
a report from this committee. 

!'t:J r: You mean you want a postponer? 

C: llo . I think that 1f 1t'o O. K. lfith you I ' ll malte a 
verbal statement t hat various things emer ged from 
our discussions and we ' ll have some discussion there -
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H!!Jr: 

c: 

C: 

?.:-'Jr: 

C: 

C: 

!!!!Jr: 

c: 
r::Jr: 

C: 

- 2 -

hov t he people control the 

I eee. 

1C9 

And t hen perhaps it you and I could get together 
later. 

I get you. 

And ve'll eubl:lit something to t he President then. 
But I'd -- I'd rather not do it lbrough thls large 
group, 70u see? 

I get :you. 

It t hat's all right? 

Sure. 

F1ne. 

Sure. 

All right then, I ' ll be over at eleven. 

Thank you. 

Fine, thanks. 
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ffi.!Jr: 

Opera tor: 

tmJr: 

Allan 
Sproul: 

S: 

l!}:Jr: 

5: 

l'.J.:Jr: 

5: 

s: 

S: 

HJ.:Jr: 

S: 

HHJr : 

S: 

October 24, 1939 
ll:39 a.m. 

Hello. 

l.(r . Harrison is not in t he office . 
Sproul. 

Hello . 

Hello. 

Allan Sproul . 

Yeo, air. 

How are you? 

Fine. 

How's she going? 

I have ~lr, 

She ' s going all right . There wa s some selling at 
t he opening. They found their righ te had been 
priced a little too optimistically and the prices 
got down to par 25-6 and 7, bu t that selling seems 
to have been pretty well cleaned up; they are now 
quoted about par 29 31 whioh makes it look pretty 
good, I think. 

\I ell I ehould think so . 

Yeah. 

Well I think about noon we'll announce then, i f you 
think well of it, that we ' re goi ng to close the= 
tomorrow night. 

I think it would be a good idea. 

And you boys go -- begin to figure now on a 275 
=illion R,F. C, three-year note. 

275 R. F.C. three-year. 

Yeah. 

Right. 

::o 
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lll!Jr: 

s: 

Hl:Jr: 

S: 

HllJr: 

s: 

5 : 

H::Jr: 

S: 

S: 

Hl·!Jr: 

S: 

!I)(Jr: 

S: 

h1~r: 

S: 

~!Jr: 

S: 

Hl:Jr: 

•• ~. 
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I-- I'd ltke t o otter it· rriday. 

J'riday1 

Uh-huh. 

That eeems to me to be rushing it a bit. 

O. K. I want to get it between bombings. 

(Laughs) 

Th.ink about it. 

All right, we'll do that. 

That gives them -- well, think about it. 

Yellh . 

Do you t h ink it's rush i ng t hem a bit? 

Yes, I do and it you otter it Frida y, unless you 
olose it Saturday you'd have to have it open over 
a weekend which I t hink would be bad. 

I ' d only leave it open tor one day. 

For -- just tor Friday alone. 

Yea, nev money. 

:u 

Yeah. Well, I t hink it's rushing it a bit. I'd pre­
fer to see it next Monday or Tuesday. 

I eee. Vall, that' s what I ' m a sking you. 

Yeah, Vell , that's the way I teal about 1t. 

Well, think some -- nov let me just see - What is 
next Honda7 or Tuesday? 

30th and )let. 

Yeah, Could you -- you oould date 1 t the first ot 
November • 

You oould date it ver7 well the t1ret ot November 
and give a little time beoause there'll probabl7 
be oome aecondary distribution on this exchange 
orrering after it's closed. 
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HJ!Jr: 

S: 

... .. 

S: 

;;; :J r: 

S: 
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On this one? 

Yeah. 

I see. I see . That gives them a chance. 

I t h ink that >~ould be better myselt . 

All right. '.!ell, thinlt about 1t . I ' ll talk to 
you about it again . 

All right • 

:.12 

But to close t his tooorrow ni ght ie all right , isn't 
it? 

I t h1nlt it's a good idea. 

All right. Thank you. 

Very good. Than..'< you . 
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October 2~, 1939 
2:50 p .c. 

?.::.Jr: Hello . 

Opera tor: Sena tor Vandenberg. 

~::Jr: All right . 

c: Go ahead. 

s::Jr: Hello, Arthur. 

Arthur 
·.randenberg: Ye s , Hen!•y . 

:!!:Jr: 

v: 

P.::Jr: 

V: 

V: 

v: 

;;::Jr: 

V: 

:-:~Jr: 

I have not been st~llng on t his letter. It has 
not ye t oome to my desk. 

Ye8h. 

lohen I got your message I oalled up the boys and 
sai d they had to f1n1eh it tonigh t . 

Yeah. 

And it ' ll be on your desk not later then 9 :30 
tomorrow corning. 

Thanlt you very nuch , He nry. 

But I --you'll have to take my word that it hasn't 
reached me and I told the boys in the economics 
section for heaveno sakes to hur1•y. 

I'd take your word tor anything you'd glve it to c c 

on . 

liell , I - - it'll be there on your desk not later 

than 9 :30 tomorrow corning . 

All right , Henry. Thank you very muoh . 

Thanlt you. 
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Operator: Go ahead. 

Hl!Jr: Hello . 

Arthur 
Vandenberg: Henry. 

l!l:Jr: Yes , Arthur. 

V: l!uoh obliged tor your letter. 

October 25, 1939 
11:15 a . m. 

'1 4 --

it1-!Jr: \/ell, I ' m sorry that it vas -- got delayed, but I hc.d 
t o keen changing it because it' e an 1ll1J)Ortant letter 
and a very difficult letter. 

V: That's right, and •••••• 

Hl!Jr: And I wanted 1t t o be as •.•••• 

v: I t hink it's very adroitly done. 

ffi.:Jr: Are you satisfi ed? 

v: I want to ask you one question whioh you neglected 
to oomment on and Which you probabl y could tell me 
over the phone yes or no. 

:::Jr: Go ahead . 

,V: tlhether there is any atabilizat1on agreement under 
which ve cont,inue to operate in con j unc tion vi th 
England and France, or any other foreign countries. 

ii::Jr: Do you mind Just hol ding t he wire a minute? 

v : Yes . 

(Brief pause. ) 

Just a minute . I have nomobody in here now - - l et 
me have t hat again, Arthur. 

t/hether there ie any stabili~ation agreement under 
wh i oh we continue to operate in con j unction wit h 
England and France, or any other forei gn coun tries. 
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V: 

HJ!Jr: 

V: 

V: 

Hl!Jr: 

v: 
lr.!Jr: 

v: 
Hv.Jr: 

v: 
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\Jell , I -- let ce put it t hU way -
agreement with anybody to operate -
say - exoept on a day to day basis . 
answer - - I want to be very aure t o 

I -- I have no 
how shall I 

Now, does that 
answer you. 

\I ell , I want to be very sure thnt I -- I understand 
it correctly. Does that mean that there still is 
an agreement with England and France on a day to 
day baS1s? 

~I ell , we have this sort ot an agreement with them 
and Holland , Switzerland, Belgium, and it they 
should buy or sell any ourrenoy in this country 
that they v1ll settle With us at the end ot the 
day with gold. 'i'hat is, in ot..,er words, 1f they 
send us a cable, •Please buy or sell tor our 
aooount,• pounCfll or rra.'lcs, or anything else, 
then at the end ot the day they have to settle. 
That 1 s the only agreecent that we have. 

~at's an agreement w1th what countries? 

llell, I mean it's a Tripert1 te Agreement with 
England and France, Holland, Swit£erland and 
Belgium. 

Yeah. 

All tive ot thsm. In other words, if t hey send an 
order over to the Federel Reserve to buy or sell 
ror their aooount •••••• 

Yeah • 

•.•••• the underetand1ng is that at the end ot the 
day that they -- t hat t hey settle 1t. We just -­
we just aot tor then ••••• 

I eee. 

.. •... for one day. 

I see. 

But it's just !rom day to day. Now, >~e haven't 
had any suoh orders since the war has broken out. 

Yenh. 
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:-::~Jr: 

V: 

;r.!Jr : 

V: 

ffi!Jr: 

V: 

V: 

Hl:Jr: 

V: 

V: 

:::~Jr: 

V: 

'I : 

:t:Jr: 

V: 
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' <6 --

~/e have none, but it they should send over a cable 
tomorrow, •Buy or sell t or our aooount• t he under­
standing 18 that before t he sun sets they pay it. 

Yeah. 

So 1·te - - >~e never extend it more than during tha t one 
day. 

Yeah . 

But it 1 e always tor their account end not for us . 

Yeah. 

Does t hat answer you? 

Coopletely . 

1/hatt 

Completely. 

Now, let me Just give th1e t o you. I have, long be­
fore there wns a war e nd will continue t o lean over 
bao!'.wards, but I ' m not a oat ' a paw for any country. 
See? 

Yea.'l . 
And I have more, 1f 1t1 s possible, lived up to t he 
spirit of the Johnson Act . 

Yeah. 
And there hns been -- l ast t our or five years - - all 
t~nde ot proposals and I've outJuoped Johnson, it 
t hat' s possible . 

Yeo. 
Now, it you're not completely aat1etied, ask me any­
th ing that you want. 

1/ell, whnt would be the obJoot1on, Henr y, to have an 
amendment such as Taft is proposing t o limi t t he 
amount ot i nvestment tha t the Stabilization Fund can 
have in the currency ot bell i gerent oountrieet 
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\/ell, it' a Just this t:~ing, that we went through 
this whole t l.ght on t he Stabilization Fund and 
Congress did ms t he great honor ot extending this 
t hing for two years without trying to limit me other 
than that I should make this report to Congress, 
Which I L~ delighted t o do. And I don't see that 
anything good oan -- PUl"!'O&e can be served. Arter 
all we -- I was on the witness stand tor over three 
months , I t hink, ott and on, and I think I satintied 
everybody; and I Just don 't see whet good purpose 
should be ot arted , I mean any more than t hey first 
talked about l1m1t1ne 1t to 200 million dollaro, 
t!te Stab1l1r.ation Fund. 

Yeah. 

And they hnd ruMple time to satisfy -- look me over, 
turn me over, inoide out. I t hink I answered all 
the que at tone. 

Well, you've go t plenty friends up here. 

And I can asau~c you that there are no secret 
chambers or anyt:~1ng t hat a nybody -- that t he day­
l i gnt can't be turned on at any time . 

Yeah . 

And I have no dieoos1tion to use t he fUnd to hel p 
t heo finanoe one nickel and won't Without-- it 
it's ever a proposal or it's ever even considered 
I ' ll oarch up on the Hill and consult fi rst . Bu t 
I think I ' d have to be dragged up . 

(Laughter) All right , Henry. l~ueh obliged. 

Thank you. 

Goodbye . 
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,._ ...... . . 

: 

-

e/13' 40 
-~~~~~.~.!!.., ___ , __ _ 

'l'hia ~~ater1al ••a o10•blad 

won the S.CNt&JY wa &etUD8 ree<IT 

to aae Alaop and lt1Dmer botora t beT 

wrote .., art1c1o OD bo• tho OOT' t 

waa prepared tor tbe ~. 

I have on tho t11o ocpy th1a notation 

"Th1o mterial na ••••bled at tho ra~ueet 
ot lira. Klotz, Cairno, Coa u4 Bornatain 
contr1buta4 to ita •••-b1aa•• 
llr. l'o1ey carried i t to 9:30 aroup meoUn& 
10/2••39." 

1111 • J'OLlJT 
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An1oa ~ tbo ~ Depubelll 1U:• prior to S.p1- 1, 

19~9, lookiq t o 1bo Ollt'lt:l'Mk ot a lli&l'op- 'lu: 

v t. AoU011 Pill'....,., to •rsuo 110, .. ouoa 191 J'OloUDC to 
u.ohore&•• .,.,._0, •to . , ot •••Hle. 

Wit h r .. poot t o ~18 •ttor, tho tollo'111DC papOJ'I 
wro praparo4: 

1. Po.puo to 'bo Wle4 !1 tW a prooloatioa mlHr 
~o •~rolltr Ao1: 

(a) Prool-tioa b;r ~o PJ'Oo14oat ; 

(b) or.n •. ___ achoreco rOC"lotiou; 

(o) !'ol....- to Collootoro ~ CU">u ; 

(4) !'ol....- 1o Diotnot S..pon horo ot 
htrol l>iotnoto; 

(o) !'~Oil'sa t o SuperrtoiDC Cutoao 
A&m•; lll4 

(t) 'rol......,. to Oout Ouar4 Ottsoero. 

8. Popora to bo Ulo4 ottor a proolaat 1on .ador 
tho H ... tJ'Ol1t;r Aot:-
(a) 

(b) 

Proolouti<ll 1o;r t~ PJ'Oo14•t; 

!'.D. anohoraao rocvJ.oU<Ila; 

( o) !'ol....,. t o Collootoro ot eutou ; 

( 4) 'l'ol ..... to Diotriot Soapel"fiOOJ'I ot 
htrol DSotnoto; 

( o) !'oJ.aar- to S..porrt•SDC c .. oto• Ac•to; u4 

(t) !'oloiJ'd t o Coon Oaar4 OttiOoro. 
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II. Action to enforce Article 178 of the Cuatome Regulntions 
relating to eb1pmeDt of erma, etc . : 

l. Papers t o be used~.! a procl.,....lion W>ler 
tbe Neutrality Act: 

(u ) Tologrem to Collector• of CWitolllo d1roct1 ua 
them to study Article 178; ond 

(b) S1l:lilar telegrillll t o Cot ~t Gu:>rd Otrieers. 

2 . Pa-,era to be used otter procle.IIZLtloa UDder 
the Neutrality J.et: 

(a) Telegram to Collector• ot Cuatoaa d1roct-
1Jlg l!n!orceawt. or J..rtlcle 78; e.nd 

(b) Simllt.r telegr'-"' to Coort Gu' rd Ofrleera. 

III . Oenerel Coast Cuurd Action : 

Gcer&!.l tnatru.cttons • .. ero r r eparo4 referring to 
Ti t !e 50, section 191, Articl o 179 ot thA CU»tou:.a 
Resulatlons End other r~lovunt ma tter. 

IV. The certU'!cete of incorpor~uon , l;ly-lcwa ttnd presn 
release of tbe ,.,.,rteun Stob111totion Corporutlon 
"'ere dra.!te<l. 

The pu.rpoae ot thib corporo.Uon l.&ll to ee6ure 
tbe orderlJ marketing or Amoricua a~curittea 
own~ by bell.1ge.reLt5 end nti.UOnttle ther·eor. 
It ,.e.a pla.zmed to ae.cure u.s resou.,.o(l:e:J rroa tbe 
ReconstructioD 71Dence Corporutloa. 

V. Tba question ot tb o l egel wthor11;J ot tbe Reeonrtructlon 
Yintnee Cor,oraticn t.o ~ke aec\lrecJ loana to belll&erc.ts 
waa considered md det.t>nWlCd. 

An OJiin ion ot the Attorney Oeoert.J. ~a.• secured 
appro•inS tho plon . 

VI. A memorondum ~~~ prepared oo the not1cnel 17&tion or 
o ~ntrol ot bolCings ebro~4 ot currcnoy, corport te 
aocur1ties , etc., by Americun notior ole . 

I 

•• 
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Vli, l'l"o• tule to tiae various plau of action were 
donaed for foreign exchoulie cont.rol and reports 
of foreign om ed assets in thia co1111tey, iaclu:\1ng 
controlline and reporting of C•ech b&l&nceo, Cermsn 
and Itsl.i&n balances , French and British balances 
~>nd all foreign own·~d a aoots. 

In AU6~~. on the 28th, theoo plana wore re­
canvassed and were submitted to the President 
listing a series of steps to be taken with 
respect to f oreign excl\anae control. This 
was agreed upon l!y the TreasW')' in consultation 
w1 tll otiler interested departmonta. 

VIII. Steto llepart.::le:'lt and tbe TreaoW')' llepart..ent studied 
.,...aures to preve!lt draft pl¥llento to It.al3 and 
Ge""""1 s uch a s re::d • tancea by ill:a!grant CaaU!es to 
Italy and Genoan:r. 

1 ~ IX. 

Drafted legialllUon and an executive order to 
accomplish t his purpos e . 

Negotiated with Bri toin os to methods to be follo"ed 
i n th• orderly liquidation of securities and assets 
in this countey or.ned by Br1 toin •nd nationals thereof . 
MAterial furnished by Orent Britain last sprine rel"tive 
c>nte~plated steps in tho handling of foreign exchange 
control and liquidation of foreign exchange assets . 
Conferred with British Nprooentativc l'\Jg&rding this matt• r . 

Negotiated w1 tb other triparti t o """bare and 
canadian representative relati ve to the orderly 
liquidation of .Aaed can aueto owned abrood. 
lle!aorandua was prepared ro propcead couroa of 
act ion r~r tripartite countri••· 

I. A proJ>Osed executive order n a prepared regulating 
t.r&nS&ctlons in f oreliD excbr:.l\&e , t.J'&J\I fera of 
credits, po.r.:aonts, and tbe export or coin, bullion 
and currency, and requiring repcrt1n& of all foreign 
o.-:nod property sitll!ltad in the Da1 ted Statos . 
Regulations, forms and instructiona to carey the 
ord.er into effect .. era also prepared. 

This order ' "" approvod by the Attorney General • 

.. 
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XI . A ...,ra4ua OD tile IOltllorltJ to oloae 'blllka u4 

ooourl tJ uolluce• 1a tile " ""'' ot u outbr-eu ot 
e war allr-oll4 •• prepare4. 

XII. A _..,d,. • • prepared on .... -loclolat1n aotlOD 
,,biola tllo OourDMDt oould tab in tllo oaao ot a 
JIW'opeu 'far 1a wllioll tbl 1111.1tod St atio •• a uutral. 

JIXI. 

liT. 

n. 

XVI. 

:nn. 

:niii. 

'l _, XIL 

'r1111 -rudua relate4 to .on1Jo, tlooe.l c""trol, 
cODtrol ot prlooo cd oupplho ot oo.oodi tioo, 
ud Cuotoaa u4 Coaot Ouard com role. 

A draft ot logiolotlOD • • propare4 wl\11 r o-ot to 
oOil'battiD& 41acr1&1a&to!'J ccmrol bJ torlli&D ooatneo 
ot ~· w AMrlccto. 

A - nnclna •• propare4 wl tb rocpeot ID tile 
Preoid&t ' o c""tr-ol arer oxparto oad OlllpplJl& 4ur1Jl& 
t'bot tlrat World War. 

A ...,r&Ddua • • propare4 dMliD& 111tll tbo •tllonv 
ot Uo Oaro...,..Dt wl tll roJq>oot to tbo oparatlon bJ 
U ot roilroOdo 1D tao ot ... ar. 

IIO&DI ot oontrolliD& oo.odi ty pricoo w1 tbout now 
loclole.tlon 1D tile "ont or ... Olltbreol< ot • IW'opaan 
War wore out lined. 

A cllook-l1ot ot -.. lag1elati on en4 procle.ae.t1ono -
1914-1918 - wore propare4. 

A -ru4ua wu prepare4 on tllo ubi.,UUoo oa4 loop­
lloloo 1a tllo o:Dotill& »..nro11V An. · 

A -randua ot aatiCI> to llo ~- bJ tllo 'lrooWJ'J 
Doparizlont - all ito bronclloo 1D tbo OTCt ot a 
IW'opeu 'far wao prepared. 

JL A -rondua ot war otatl4oo atteatlnl tllo 'lrMIUI'J' 
Dopan.t&t wao prepared. 

m, Ooaoidoration -· g1TC W U --- t o tho »fttralitJ 
Aot pamittiD& tbo Preoidct to 410or1111Dato -
bolltcortlllto 1D order w cU!'J 011t tbo Jllll'POI•• ot 
t roatloo to •loll tbo 'Oilite4 St doo 11 a partJ • 

, "'1 - '-
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:lXII. .__,. appl..U .. tM '1'1'1,.,..1\e .__ 
.,......, .. Uac- llritaa a4 ll'ru•• :tree4ta to 
eqon u4 1llpCIM pl4 a4 f1:n4 pl4 pn••· 
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10/2!5/:19 

!'he California oongreu lonal delegation called 
on the Secretary and preaentedto h la the attached 
letter they had written to the Preeldent proteet1ng 
agalnet Treaeurr'• oueto~e regulat ion afteotlng tourleta 
to T1a Juana. 
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CII£1-IIItlt ........ ,. 

!he I'Het. ..... 
!he lbUe llolaM, 
•..a.t~oa, D. c. 

IIMr '*· ........... 

• 7 ...... 1 , 'M 11 
a ., a.c. a 

Oo"''ber lttb, 19311. 

Oo ollal7 28th the ~Depart..,.\ Pf'O-.lpted a recutaUoa 
to MCOM a ff..:tlYe Oc"'ber 27t h, 19311, lh:1 UDC the tl,OO touriot euoto• 
... apu oa at a... Dl•CII>• Ce.lltonlla, to tO\&rloh .rho r eiOidD Ia lioldoo 
tor • re t'- t-t:r-tour bo111'1 , !h1o roeutaUoa appUoo t o tbo a... 
Dieco .,..toM dlatrta t oDlr, t bo root o t the lloldcoa bor4ar h \at\ 
UAalfec:te4. 

fhl1 r0f:\11&UOD ... .,. t o be WICODIUti&U oD&l dlacrilliDAUOD 
&611aot tbl o aectloa of Calltornla. 

Article I, llctloa 8 ot the Conotltutloa roqul r eo apee ltlcftl ly 
that all 04utlao, 1-POoto, and axcl aa o ob&ll ~e ual!or• tl~ouenout tbo 
Onlte4 Ita•••• " 2hlo re«Utatlon would r oqul re payaont of 4 ~ut~ a t San 
Dloso on ~.~ode wblob, lt brought ln b)' t he • ....,. trave l er on th• """" da)' 
at OJ\¥ cuatoaa 4letr 1c t in Arisona , rr.,. Waxico or Texaa would be exanrt.. 

It 1~••• a teat whleh cannot be co~plled witb by any bon~ f l de 
t ourl at . ot t he ftlUll' t houaanda of pcf'ple who c r o aaed the llne at SM Dt a~ 

la,tt. year • probabl.7 not one hundred ttft1'1d over nl t;ht a t Tla J UAntt. Thera 
l t no place to atq. 

fhl a regulation def eat• i ta 0 1Fil e nd by p:rotecttnc t he p:r o fee a­
loDAl ..,·...Se:r wh1le barraael n,c the bona t td.e t ourlat. A.a lonf! A t U:e lew 
&llo• a t he proteaaioDAl border cro e aer wil l be wtll l n£ t o et~ ov• r nlcht 
o.t Tla Ju.ana l a 10 110 cueatlo~ble plAC e a t leAat. o nce a r.ont b t o eT&de t he 

law Wh l l e t !Je C~ tourlat &n4 h la fanl l y CAnnOt becaut~e o r tl~ l a .c.k of 
J"!TOTI41" hotel t acl l l tloe. 

Mexican retall&t ioo, w ch a e wl t.hdr8.w1nc t ho1r own 50 poao per 
wot~k exe ~~ptlon. , would ruin " balMco of tr~Ute h l dlly f«lvor l\hle t o our 
r-..erchante. ~.ey Mexi can border t own 1 1 eubetM tlally A eu.burb o f an 
~rlcon c i ty, ~ln~ evcrythinc on our etdo ot t h e line tl~t la ncce•~~y. 

'l'be Wetlcn.n eoopetl tlon wl t h our Mor chautt\ la n~cllci ble. A 
ln.rtte pr oportion or the t ourl ate clnl nin,! t.l1o exef.tJ'I tl on u.re f r on outtlde 
C~ll tornla, and t J~lr purchft••• i n Mexi co wo~d not ~ve be on MA~ e ln 
Caltto r nla ln M Y event. Stut Dl •tco le np'J'If\Tontly a l ncled ou t becaut~e Tta 
Juana la a •tr-ee sone. • But prl cea Are rOJ"Qrt o4 t o be hlL·her tl.tUJ a t 

Juar••· 
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fW. reeul a\loa bao - protoote4 'b7 tho ota\ft14a botal, 
bu:eln••• -'•• &\&lo•lt11•, r••'&U"u.t, .,_,., .... , bouee -.1114 •to 4-.lere 

0 u ocloUooo an4 tl'&lloportatloa co_,.... I o toct, 1>7 'l'lrtual~ &'I'OrJ 
orpnhaUoo 4oall~ trl th tovhto ao4 O'l'lf two tho<loall4 ladi'l'lclual 
ro<ailoro. h 1o oppo- 1>7 0o'l'orDOr Olooa ao4 the otato -•lotratloa. 

u \ o tbelr on etatea, leaatora SbepP&I"4, CoDAa1.17, Jlat,ch, 

CN: .. ez . Aehw" tl , lla¥d•a aDd Down17, oppo~ lt. , 

re , t he 11ft4erelped. M Dbera of t he Callfor nla deleptloD, 
,. .;c that t.lle regula tion be reacln4~, and that t h1 e dlacrlaiDAtlOD la Dot 

r• rcl t t ed t o lal et . Jf that l e done •• will be pleated to cooperate lf 
r. ne !roal'\lr)' DepsrtMnt deat rea to effect lectalaUon to end abuae of the 
·~~cr tlon by lteitln~ lta u.e t o once a yenr or once each tlx ~Dtba, 
If t ue Troa eu.ry O.pel"toen t t n llet t o n a tine llmt taUon, let it be 0111 
c::Jr:-eapond1n,e &.o t h e nor!'lAl t.ourl t t 1 a ueual vlelt, wbleh pr oba bly doet 

:.H exeeed tour httura. 
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Ootobor l!&, 199 

CoJrrtroaUoo Wi~h w. B. ZobA8>n 1Jl Loa AD&tloo, Co.lltoma , 

(Ortlot o! ~- Col1o~Ol' ot Cut ... ) at &:ll& p.-. ~clq 
r. BtU, abou!; 11111>~..,. or W.n~ Ooogrtl-n ttoa CalitOl'Dia ooaa 

tot o I tt BuU l!al"l'h ~d&T c4 l'ttlwt4 _, ltavo llllUl ~tl' eooal4 -

~~ Storotary Oil ~at ~-t;r-fO\U' llOOll' 1'tlll].eHOil ~at ~~>•• into 

otto~ on lr14aT· 

z • • Toat 
\llo unitol'll op1o101l 

r. • and thoy were prany .,oh o thot ~· 

rOjpllation chould not ao ill t o oftoot. The Soorotary a aid he ..,ult 

hen ~ t alk to TIIOIIU rort an ~hi1. He 'WOII.ld loan h1a oo• 1n 

to110rrow allCI ..,ul4 lot th• know hie doctaicm - 1111at he """ do, 1t 

~bin&· J \llollib' ~hat rou beio« old; thoro on ~· pcnmd rou 

m1£ht taU t o the Collector ot CU~tOOIB at San Dioco and Loa qelte 

end you could &11'8 ae rour firet·hud nport . 

1. • J can pvo rou ~he report l'ilht now. 

r. • 1u t • aiouto, I went to all:t corta.io that ~ .... 11 ooaoono t oli:1!la 

t hil dollll. Hall&! 

s . - Bello, I '• on and am taii:1Jl& it. 

Z , • BellO, FJ.or<lloe , Bow 1.1'0 )'OUt 

s. • I'a fino. Thonll:e. 

1, • The 81 watton clo1ol thoro 1e th11 - Thoro art t... or throe ltJ'IO 

atorea down thoro. One or tboJO il operata b:r lli lnor (1pollod it out) . 1'1ret, 

I(J lmor hae a atoa jlllt acrou tho Uno a 11.1'18 retail oetobl.iii!Jpmt 

1o Tia1u.ona. SooondlJ', bo hoa tho qeDC)' tor ~· diatribuUon of tho 

principal french por1Uu1 ill that aroe ot lloxico 10 ho baa a cut trua 

tho aalo ot all ot her atoru. Bt to qui~o a local tiFt in pol.1Uco, 

etc., Olld 1a a portioul&l' tr1n4 ot lloAdoo end hi• crowd. 

Anotllor larp retail oetabliahaet ta oporot.-1 b)' a llano.,., Rod1C111-H 

(o}'olled i t out), and there oro unral ot her aallor oltebllahoctl . 

Tboao oro tho tntoro&te beoll: o! thio move plu tho hot tbat they have 

a lot ot local il>torcat 1o san Dioco - ~he people 1116 oro accuotCIIIOd 

t o regular ahopptna 1o Tie 1u.na. !be prio o o! •at u ••Ia lo ... r 

in lloxico t hu in \he U11Ut4 Statu. Tho llavy Crowd and a lot ot 

other people ao rocuiarll' ~ fl• Zuana to buy t hoil' - • 

J' • • Thoy aall:e purohaae ot loaa ~an $5t 

1. • 'rhO)' ab all ldnde ot Jllll'OhtOto. 

r. • Do thoy cot an UOJOJ>tion of $&,oo once .vary tbirt7 4qe • • 
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1. - I ' ll tllll:o ...... ot thou t& aapU01>1 lator oa ill U.e report. 

r. -All ript, I'll Dot illhnv~ tUJ:1 aore. 

1. - Tbio loa&l illtereot baa boa acrU n11 OOD00114ated b7 KilDor 

:27 

m4 ooce ot U. o othor """" 80 the)' caa ban the bcetU of purcb ... • 

in ~uJ.co, 8ll4 tbq are oppooed to a:r •baD&• ot that t loo exaption 

Nil•&· !hlo ruliDC 1a are&tl1 111-aratoo4 '117 t he looel people 

oho 4o tbair purchaoilla re,ulorl7 1D fie 7~W~&. 'lhq do not mow IDJth1D& 

about tbio &5 ex•ption. Tho Oollootor ot Cuatoae aad the A""iotant 

Collector of Cuatou wore W>dar eo.,. Diaepprehenoion about 1t. 

Tho plon , ohen I lended there, wu to allcnr ~ ~ioc Dot 

ott.,or t han once in 150 4ql, but to allow tl or1101pUon tn4ieorillinatol:y 

but J).Ot mre the ooce eTil"J" dq. 

7. - Do tluv - 8117 r1oorda ot thoae! 

1. - Th07 are 11\&l<iJl& oard record ot the t& ex•pt1ono, but not ot the 

tl axaptiona . I tol4 tho COllector ot Ouatou an4 tbe Aesiot.nt 

¢ollector ot OUotou tor the pre1ent to toraat about the :50-dq 

feature ill80tor •• ~ ax•ptioll& are oonoerned but 10 ahoa4 an4 allow 

f5 orapUcoa1 an4 IDiop a oard reoord t o IH it tbo:r abuae tho pri'f'llea•· 

Keep no card ot t he oremptiono up t o t l. The reault il that tbat 

will lara•l:r tllll:o care ot tho t:ypicel touriSt traffic. It will hurt 

IUlaor an4 l'todiiUez nrr •••· 

1 went illto KilDOr'e 1tore and he had on diopla:y Ilwlhill pipoo, Burberrr (?) 

coou, lll!llilh woolc1, ~ioh eocta. !'b• ba.n rr .. oh aa4 ~lh 

sarobandiae. 

Rodieuez 11 ••rr 11'4ob like tbU except U.at be al1o baa cheaper line ot 

soo4e. 

'l'bo ....Uor 1toree are not &<>1D& to autter. 'l'hi'T hen piot.&roe, caned 

ooneo and tbo UWll eounnir atutt >l>icb the touric\0 will buJ and 

br1Dg book. But the1e tourlah are not llllk1D.c puroba.oo1 at IUlDOr' I 

and l!od1&UOZ iliOidantailr to their trip. Tho Iooal people ao their 

an4 hb a tnan4 en4 Die purollaool Wbiob tb'f( u:r were inoidOiltall:r 

to tho t rip eTen tbOU&b they would ll&n a elip in their pocltoto witll 

• liet or t he thin&• tho)' ...... &<>in& to biQ'. I\ 10 hard tor the bo7• 

to qu11U011 enrr puroboau. I -~ ""' to aao and th07 ll&n a 41tt1cult 

11\uation thoro. !bore wore oara 11no4 up ill tin lill .. 4aop aa4 oxtea4 .. 

tor halt a aile lema. 'l'het • ..,. wo he To to work tan. 111 can not ohoolt 

ib.to thoae otor1eo a nd lot the= cet hcao before lli~t. Tbio miiDI 

tbot t he boya hen to \alto their word tor their puroh••••· 

r. - Bow larae a ' '""' il 'lia J'Uilaf 

J' • '" It ia TeZ'J ba.r4 \0 hll about tho aizo ot t)MH ll«dcon t OWD.I. 

I mould oar that the population io about e1glt/"t'houoaa4 or twen\7 

thouaan4. .. tbh aide ot tho 11Do in SaD about tour tbnuoen4. 
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he• s. 

r. - nat i l tile 41Y14i11C lillet h tlloro • rinr, .... io tbore jut 

a Uoof 

' 
1. - nero il a - wire t•oe aloout [( Up, 

r. - J'rulc Dow w• tiler• 11 ao plaoe to nq our aipt 011 tile 

llexic&D dde~ f'liore._ ao plaoe to et0111 

1. - '!'bore 11 .... .,. tine hotel "Acua Cal.icte, ObOilt tbree mloa 

CNt ot to'IID.It 11 o•e4 .,d oporote4 by tllot -· llil.J>or. '1'b.o lloxioaa 

oo .. ro.unt etopoe4 ~~. ud it tile ediWaiatrotloa 4o'IID tbere lllould 

•bane• &114 pablill& o!loul4 oou ia, U 11111 be a FIJI& hotel, 

P'. - 87 tile Ye.ry Utlll'e ot tile place, it i., 't oue -re people woul4 

atq - 'l'it. 1uaut 

1. - It i& '' oa tbo wq to 1117 plaoe oa4 not - Fill& tbrouaJl - -

r. - 'rbere are mel>. better llotel ao.-clotiona tilla o14e ot tile line 

1117 1181· 1obu•<e'l 

(I 414n't hear ,._.. rep)T.) 

P. - I bollno llllaor waa 1n tilat cro...S to<lq that aaw tile Seoret&1'7 

There were aoae depart11mt atare people :troa Tle J'uua 1Jl, u4 a 

1a...,.r by' tile n- ot llortlloutt 111:r. 

1 . - llortllcuU :!17 11 tile looel laver 1n Wuh~ton tor t lat recion -

llilnor- Ro<llcuez ao4 a "llork" Bo-. Bo-... uae~be utereote4 

bv.t bu 4rope4 CNt aa4 11 uow looete4 at it if* AriZOIIa. OliUl 

rooaoUJ he -• l.ntareotec! witb llilnor l.ne ,; Call•t e. llow 

tbot t be sambliD& baa otoppe4 - -

l, - Blll, it tile SeoreteJ7 tl.n4a be lllould lave to 40 ..,_tbill& (MI<e 

• •Ollll •u) Be ai&l>t •a:t to lord, 

"We ben a new CoUeotor ot OuetoiY wbo bll not lad • olaDO • to orict 

biJieelt, •• cot a lot ot oo,.plal.nh end i t ia llo.r4 to set tu 'lllole 

picture hero,~ ... are soill& to .,apoat~ tlao etteotin 4ah tor :10 4qa.• 

1.- You oan not do u, lid. '1'IIAo nahh ro&da (I' a not jll.lt aure bow it F••l 

90 4&11 after tbo pui>.Ucatioa ot t» ftiU]aU_. 

Secret..,. woul4 lien to oanoel t ho or4or c4 1...,. a lliW oao an4 U 

.. u14 be ottoot1Yo 110 4tqo after uouanoo. I • oppooe4 to 1117 re\raotioa 

on tbla poaitioll. 

r. - an tho •nt.rt 

1. - OD no aerita. Oil the •rita,.. are cUrelJ ript. 'l'bia •• 

1!:1obcl uoa4 1n tile 4e~ tl>r a •ole pear. fto *ole loor4er 

,.. up- aloout _, ,.. are Fill& to 4o, T~ bow tile *ole bol'4er 

-· &OlD& to be J.nolu4a4. 'l'Mre wre . .... raJ. 1Dtoru t e4 1n n-. 
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Tho thl.q wao .. ttled :rou will ro<>Oll 12-12 wUb oae ill tbo bal.enoo, 
You laiO• tbat lord baa alzea<!7 bed hio aq en4 o:q>ro11ed hio opiui<e 
(oer:r dorillitol:r). I .. ., • .,. doubtful tbot h• 11 "'ill to be ill a 
eoap.-iai.D& 11004. I do a.ot blau hill -ell. 

I ba'f'O alrea47 talked to tho Oolleotor hoto, .,..,. old - . 'bllt an able 
cbap, and lo tho Aaoiat011t Collootor, mel I lla'f'O arren&ocl to oli.llinato 
t hiS oooo in 30 day a, 'l'he:r went tb o otoros hero to bo a blo to otato 
4otill1toly What tho pooplo '11111 bo ollo•ocl ill thio n•pt1on, 1 told 
tho COllootor on4 tho Aaaiotu t ia. 811¥ looal1t7 it would 41tt1oult 
to dof1nitoly otato that tor a .si'fon looelity. That .... , atay diacrl.Jrdnotory 
it .... are not t o an int o t oo &lch t1'0ublo it ... •te • dofia.ite ordor. 

F. • llbat .,1114 be tho ottoot - 011 tho ocla1niotraUon ot tho ordor -
It we 11111t 1\ to oay au or oipt houro? 

iapraotieal 
1. • In tho tirat place, 1 t 1a '-oo64l.o to ea.toroo an:rtbi.D& l o .. than 
tnoty-tour houro. 

l. • Onmisl>t OX'l'flD6emollt baa ita con'fea.iaocoaf 

1. -Yea 

1. - 1 • •• J'OUJ' poiat. U thero oro no placoa to ota:r onra.iglrt--

1. - Jhon you lll&ko it lees tbOll ooo d&J - tnntr-tour bouro you mice 
1t absolutely 111POOG1blo tQ oa.torco. The order, tho Uu ot tho order, 
Nlould not be 41t\urbe4. I want to aq tbat JOU ce.n discount 111 
or~aition, boc.uue 1 t hoU&ht tho rocul&tlons ahoul4 bold tor tho whol o 
border. Howo'flr, '1'1~< l uana 1o ditteraot thu 107 tic< plaoe on tbo 
boo.rdor - a troo port ot ontr:r on4 l ooe th011 17 lliloo t:ro• San DIO&O 
which baa IJitt:y to l ixty thoua811d people, an4 the lloxican tom io 

Jw;t right agaia.ot the u.... ~ <!:;L- ""'-"-

1. - Did n hold a P"bllc beariD& on thio t11eDt7-t011r hour atrai&bt acroof 
1 44 ......... ~ r t.- ......- • 

1. -~Vary tow poogle tbere. Northcutt :E1;r wao tbo onlf ropraaantati'fe 
ot t he Calit6rnta interests - aeTeral Coll8rea&maD, and • un by the DAM 
ot Simona trom Zlpaao were t bore. De~QPBQ' na t ber•. Cbe-.ez' a secl'ettll'J'J 
Toa Collll41:t-• 1 eoorotary and Cong:roumon Weat wore thoro. 1 bon tor"'tton 
who else. bu' they were eech t.ntarea1:ed in hia O'lm partiaa.lar re&ic.a.• 

1. - 'l'bo boat ncu-n~ these pooplo baTO iS that Calitora.ia.,. Son DIOSO.­
ia bei.D& dioor1al.Date4 agunot. 'I' baT .,u14 Ute to be treated liloo tho 
rest. 

1. - !lilt tba:y oan ' t be traatad Uke tho rest tor 'li• 1ua.a 1o o t:reo port 
entry an4 tbo:r become acouato•d to tbo prirtlece - you mD" rou loan briiiC 
In d lekey llitbout P&JinS oithar llexican or tJ.S. Tax - no b7 reoaon ot 
e Oal1tom1a State law you ba'fo to P01 tax, but thoro 11 no loclerol 
objection to brlmcia.& into Calltora.ia, looe tbon a collon - 1D JOU:t' 
OXCptiOD • tax trea, 

1, - I don't WldoratiiDII tbio o,.. tbiiiC• 11117 a:ro tho poopl• 1n f. 

.. 
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California OWiliDg 8\orea 1D Sail DiOCO o.r Loa Azl.goloo, cd uallor 
~:.erehe.n'te sore than lar&er n oree, not back ot t b,1a or4e:rt 

,. ,~ ~)c.~ _ .., .... 7 rl-

1, - ror thll 4ot11>.1h r .. a..,, Olio or tile lor&o dopart,.m ator eo 
1D SSJ1 Di oao, O!frat~~ a IIIlA by tho naao or ¥illor or ...... euoh 
nome li juet don t r er the exact ~ no.) came out 111 the 
nowapapor ao opposed to thia !roe ort or entry and in r avor or 
t ho t~enty-tour l imitation , Thor roooived lottora tro• their 
cuotcmor o eaying t hat this we e a tta. honored prlvl l ese to ohich tho7 
wore entitled end u. .. t tbey "or o i01n8 to clcoo t boir aceow>ts 
with thio 8\oro, Oll4 t ho otoro loat 'bu•1n•••· It dotolopod that 
t boae ill !nor or tho twent7-tour hour 1 1.&1toU on aq notloln8, 
end thla ooo nore u t ho on1J ooo that clll:e out ill rnor or 
tbe regulation can't aell aQf Burberrr coat or 4n1 otber top eoet. 

r . - What 'IIOUld be tho orr oct It >hOD Ford como ill ... t he Secretory 
told hi~ ot t ho complaints and ror4 aold that tho al t uotion I s dittorent 
then U ~118 90 4aya Aj~O and he WUI 1<1ll1ng t o roloaao the Secretory 

In view ot all tho compleinta,. • • i -~· Soor ot ury eo1d tbot 
1n Viet. ot t he t~~:ct t hat t here was onl.T ooe ldlo W~UJt ec1 t be Dx or4er 
fllld ell the root were opposed lllld A.t 10111lted to '"' along with th• 
end he oucCIIIIbed to the pol1Ucal proaouro and r eacil>dod the order -
>hot 'IOOU14 t b.ot aean'l 

1 . - It >Ould aonn t'IIO th1nso: 

1. Would bo eome i njury t o t tlo l ocal boya 

F. - Tiley ll ... or got any prot oct iCA botore - - j 
1. - 2 . 11'o ban oot boon eatorolng tho l aw oo ttlo t lOO oxomptlon . 
~e just can do 1t beceuso we ban oot t he t!.u to aako tile a:aa:x a arctl / \ 

and It ia pret t y 41tticult to 4otoralne >hether It' ... purchase~ woo ' 
1neidODtal~ ~the trip, 'l'ho people there lr:DOif t he r equlro:»nto •. ·\ 
Olld He obout It , It we are &1) 108 t o eo!ore e the law~:., It woo !'tlttoo ' 
t he *-Dlt twenty-tour hour lt.iat!on u perticolly 1.,R:sn• . '1'r 
we don't .. ont to enforce tbe law a ll written no one will say 
aaythlng about 1t It wi ll juat be on our conac• m co. It Ia apoaslblo 
to enforce the law as it i a writ t en. It ts neceeeery to haTe the 
tw-enty- four 11&1t ot1on .for A pract1col enforcer.:.ent Ot the r ezuireotDt 

ln t be n etute. 

Fol.,. - 'lfboro ere 70u i" iDC! to be t ....,rrow'l 

1. - I U going to J:llllce ODO atop at e aamll t 01Gl by t he JldO ot A'rllO 
( apol l od out) Cnl i torni o. In the oven1D8, I will be ill Sao Frenctaco . 

r. - Yihere? 

1. - (Attor ao.o hoaltation) The c-dare Hotel. I' ll be at tho 
Ccn::E:Odore, San Frano16CO 1.n tho eTC.ln&· 
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r. - ot.JI u• 7"" llftiJIC a 1Do4 tu..t 

1. - I oa aet"-"1 a lllleft1 e41Uiet1oa. 

r. - Wlllll . ... 7<11> aoailll ,lbaol<t 

1. - I plu to l MT• here oo that I ' ll bo baolt abOO>t tile 4\h or 

No••ber. 
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...•.•.. ......... ,";;,";";~:r. 1. ..... ........ . 

'"'; .• :-«.)? . . ~~ 
I H[A:.OUit'f Afh.;l'll 

"'"AN~""'• c;J.t, •A ShanaJ1ai, Octobu 25, 19~9. 

.fA.'iO Cl!li!C- :U:I DISCUSSES Vl'l'AL I$SU3S \'ll'll! C!ml!Aro-: -

ITADAKI 

:tv::J 
17 1939 

According to 1ntomat1on secured ~ 'liang Cb!Dg•wei •a boad­

~unrters , coo . I tagaki, Chiot ot Starr ot tho Japanese Expeditionary Forooo 

in China hold an Important ocntorence with ur . 'ol'o.ag eoocornins the queo-

~lor ot roretsc relations. It !a reported that on October 2let at about 

7:30 ~ .m. Con. ltagak! ( ,f& t~ ) shortly o.ttor hie arrival ~ l!aDltiD& 

•eco~panied by OOVDil h igb military ott!cialo called OD Ul', Wang Ch!ng-wo! 

at his Yuyuoo Road quarters to oxehan&e optn1one eoneorotns diplocot!o 

tullOs. Con. Itagakt reportod to J.!r, 'laDS that a h1£jl Co,_, ott!c!al , 

ldeotified eo head ot tho Bureau or FOl1t!eal Felice or Col'!ll4ll¥, n a soot 

vie air by Enr Uitlcr to Tokyo to convey tho wtGbos or tbo German Chan-

cellor reserd!D6 Japan•a po.rt 1n tho ceman-Japan relations. GorcallY 

otrooilr ure-d 1aJll'll to call ott tho war 1n Cb!D& i=e<l1eto~ lauiag ell 

peace tert:IB tor tuture negotiation and at the ea.ce time Gend her navy to 

occupy tbo vericue Br!t1ab pooooaatona 1n tho Far Eaot eopooially EOngkOII& 

aod SinsaJIOre ao u to ~· away a certain part or Brttioh otroagtb trcm 

!~.rope tbua S!Yiag Cerma117 an oo.ator task. Ill'· 'I6.Dg than aokod Con. 

Ita.galci "'libat stops you ero llkoly to take to help Ce=Y at tbio moot 

crt tical t1111o ?" In reply, eon. Itas&k1 oeid that only two week• aeo. 

.'apan clerlt!od her stand 1n tho Far Beat to aroat Britain aod ascured t ho 

latter's tuU o~th7 and undorotandiag. At a result o t t b!a ro_pproaob­

moot, Croat Br1 ta!n ooot bor Ambassador to Ch\lll&kill& to sound out tho 

Opinion or Cb1noH loadoro eoncorDill& peace w!tb 10JlU and aloo to pre­

Oint a paaoo plan, and it was expected ehat tbe present trip tekon by tho 

Rr!t iob Amhaaaador, Sir Arch!hald Clark Z:orr, to Cbllll8l<iag would pa•• tho 

wn~ tor peaco between Japao and Ch ina. But uncxpeet•dly , tbe Brltlob 

l 

I 
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IJlll!D played a dirty gaao ~t tho11 thlo till&, u aceord!Dg to reliable 

tatoUigoaoo roporto ju.st rocelnd, tho Brltlah .bhaaoador tnatoad or work­

lOS tor paaeo u roquoatod, did ner;rthiJI& 1D tbot oppoalta direction. a. 
urgod ChllJI8)<1ag to tight on by prom,lsiag further help to Gen. Chiaag ltai­

ahok . Graot Britain 1o working &galnot puco botwaoa China and ;rapaa, 

bocauae abo ho.o tully realizel!. that once war In China Ia otoppod , Jape.n 

will bo tree to work against her and pooolbly tllko RonsJ<ons a:1d Siueapore. 

!:II~ as lons ao Jope.n 1o engaeed In tho ChiDA war , obo will not be 1n tho 

'lQOitlon to entangle horoolt with Great Britain. At the some t!lla , .!!'ranee 

an~ oovlot RuJola arc cooperating 71th Creat Britain to obotructlob FOace 

botwoon Ch!Jl.a and 1ap&n, Gen. It&gakl Gt:;tod. 

l.!r. llnue then &l:nd "Is It Tokyo'a coatc10platlon to ••~ an 

envoy to ChUDS)<Ing t o talk peace with tho llatloD&l Government directly 

Ia vlow ot tho hope.looo situation tor Japan to aecure peace with China 

tblough tho mediUM or any third power?" Gon. Itagaki admittod that such 

a atop had boon under tho conotdorat lon or tho rorelgo orrsco ID Tokyo, but 

co doc1a1oa could be medc until the Britiuh Ambee•ador•a return trom Chung-

kina, but now that tho roo.l purpose or tho Brltlah Ambaooador•o trip to 

Ch•·~tns Ia olear, tho deopatch or a poaco envoy to Obunsl<ins will bo or 

no u.co and Ia tborororo not being coatemplatod. 

llr. Wang C<Z:!plalnod to Gen. Itagakl that to hlo lalowlec!ge, tho 

v:.rlouo ll!nlatrles or the Reformed Gover.....,t or !W>kiag han reeentl.7 es-

t•bllaho4 ottlooa 1a Sbanghd at tho Japonoae Coatral Chino !laU""'y CocpADJ 

( ~ flt~;;t~) l!ulldlag in the J:orth 3totton alltl their action Is reported 

to have tho approval or Japan authorltioo and In view or t ho ouly 1naugura­

tlon or b1o pro}lOocd "Central Government", l.tr . iianr. wiobod to \cnO'r.' tbo mean-

ln., or thlo . Gon. Itagakl told !.lr. Wall{l that on account or tho ""'no.c!Dg 

sltuotlon along tho Ranking-Shaneha1 railwaY llno, tho Reformed Gove~nt 

&utl:or!tloo aro Cllllntain1ng office• ID Shan£)1&1 prlno!pally tor thO sat&-

keopioa or their im!>Orto.nt ruo" an<! doc .... nta. 

eea. Itaeal<i a<okod 11r. '1:111g .mat raaulU ho 10 aott1Dg rroc 

tha work he Ia doing """'"' guerilla, cobUo and other Chinese war ~mlts 1D 

\ 
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~hie ~~ ot China. l!i'. Walls told tile general tbat ba baa cleap&tehe4 

suitable ,..p,..,sontat1na to approaeh tbaoo Chlnoao lrNgulara tn tba 

KlaD;su, Chekiang and Al>hwol prortncea &Del tho work ia proll'O••l.DS smooth­

ly. Bu~ owillS to the lack ot llOCeosary tundo, no det1D1to arrangoment o 

hove yot boon made . He further e.aoured Gen. Itapld tbat bia "'"" are 

bonclllng tho oituation with great care ao ao to avoid any poosible detleo-

Uon in thO ruture. He hoped that by tho end ot thio month, bo could ask 

tho gonoral to aend representatives to reY1ew theee prospect1TI troopa • 

• 
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Sheridan 
Downey: 

li!!Jr: 

D: 

H!:Jr: 

J : 

::::.; r : 

D: 

:-::Jr: 

D: 

:t!:Jr : 

D: 

t., ... . ... ...w r: 

D: 

o: 

Yea, J.!r. Secretary. 

How are you? 

Very \fell , thank you. 

October 25, 1939 
4:05 p . m. 

Senator, I Jus t had about 19 Congressmen do~~ here 
from your state on this ruling of ours ,.,hich goes 
into effeot Friday wh1oh makes it neoeesary for a 
United States citizen to stay in Hexioo 24 hours • ••.•• 

Yes. 

••.. . . if he wants t o bring in a hundred dollars' 
worth of !:!erchendise. 

I' m fanlliar with that , Hr. l!or genthau. 

And I wondered how you felt about it. 

\/ell , I -- I t h ink it' s unfortunate t hat California 
has been discriminated against. 

I aoo . 

I -- I t hink that >:e ought to have the same rule 
t hey have else>:here on the border and I was of t he 
op1n1on the rule might be unoonst1tut1onal because 
there was an exempt ion as t ar as Oal1torn!a was 
concerned. 

Uh- huh • 

l'lhat -- what pos1t1on d1d the Congreeamen take , !!r. 
Seore tar)"' 

Well, they -- they want me to r escind t h1& ruli ng. 

I s ee . 

And I told them that I -- I'd sleep on 1t tor 24 
hours . 

'tlell I -- I feel the same way, ~!r . Secretary, and 
I mi ght eay t his •• ...• 

Yeah . 
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D: 

1>: 

r-::Jr: 

1!: 

- 2-

•• •••• I beli eve outsi de ot a tew ot the l arge 
manufacturers - - or depart ment stores, and a t ew 
ot her peoole, t lla t the people in sout hern Cali­
fornia . ~hat i s , the garage people and t he hotel 
people and t he tour iat people . 

You mean t hat -- tha t t hey want., •••. 

They want the sa~e rule a pplied in Californi a as 
elsewher e on the border. 

tlell , before I did anyth ing I wanted to know how 
you tel t . 

I a)>preciate your calling ce very muoh. 

Thank you so muoh . 

Regraded Unclassified



October 25, 1939 
~:13 p.m. 

:37 

K:!Jr: Hello . 

!iull ' s 
Secretary: He ' s coming right on, Hr. Secretary. 

:n:Jr: Thank you. Hello. 

Cordell 
:!ull: 

:::Jr: 

!1 : 

:C~Jr: 

R: 

H: 

:i: 

HJ.IJr: 

i! : 

Hello, Henry. How are you? 

Oh, pretty good ror an old oan. 

\/ell, you'll reel a >mole lot older in another six 
oonths. 

(Laughs) 

ThiS -- this Guatemal.an t hing - can't you get R1etler 
to go down there and save our fellows? I -- I 1 ve 
been so busy on t hls tlght ovor a t the Capitol • •• • •• 

Yoah • 

••••.. and also abou t the FLI NT and other damn t hings 
t hat pop up. 

Yeah. 

I hadn't followed that closely but I find that-­
t hat Sw:mer and others t hinking R1etler was going 
have told several other governcents t hat we wer e 
going . 

Yeah. 

And I was Just wondering 1f we couldn't get R1erler 
to go down and 1! he wanted aoaebody to go along 
with him from over here in a subordinate manner-­
advisory capacity, so-called, we could 

some fellow t hat might be helpful to him. 

I see. 

And they might put on -- they mi ght get up a real 
line or ideae down there that might be hel pful up 
here. 
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H: 

!ll!Jr: 

!r"Jr: 

!l : 

ID!Jr: 

H: 

- 2-

Ub-huh . Uell , Cordell , I'll t alk with R1efler. 
I understood that -- I don't ltnow Whether be baa 
heard yet !roo his Foundation whether he can go 
or not, you see? 

Yeab. 

::.38 

But I under - - the way I understood it from Hanes 
was , Who is handling it, that Rietlar would like to 
go provided t hat somebody like Feis or Duggan was 
goi ng to go. 

Yeah. 

Bee? 

llell Feis, I think, vould need to be here. 

llhat about Duggan? 

Well , Duggan -- I haven't t alked to hi m. 

Yeeh. 

And the other fell ow-- I don't know whether you'd 
know him very well or not. 

!ll!Jr: 'llell I know he - - he helps in t he department. I 
ltnow you call on him. I don't I hardly know 

H: 

H:lJr: 

H: 

;{ : 

hi m. I know who he is. 

Yellh. tlell, he ' s - - he go t up a memorandlll'l on this 
t hing some tiDe ago and I think Hanes read lt. 
Hanes can tell you wha t sort ot ••••.. 

',/ell I' 11 loolt right into it and ••.... 

We could get h1m a-- I don't know whether he would 
want to go or not , but we could get him some h1gb­
olaaa tallow 11ke that . 

I sea. \~ell he -- well , I ' 11 be ~lo.d, and Hanes 
will be back in the mo1·ning and I ll see if we 
oan ' t olean i t up. 

All right . Fine . 

Thank you. 

Goodbye. 
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TREASURY DEPA RTMENT 

INTER OFI<ICE COMMUNICATION 

Seer•~ Morpnt hlll> 

Mr. Ooohr.,. 

o•n October 25, 1939 

'l'ho !ort1CD e:rchanc• market conU IIIUMl to be Pall . !bAo rate tor ater Unc 
..,nc11n an erratic ....,..r, opallil>g &t 4. 0L-7/S, an4 about al.4-aol'l11nc vu 
quo tod AI 4.0L-l/2.. At \hat tiM a Jepanue order w .. 11 "'<>,000 -ared. 1D 
tu ;l&l'lalt an4 the rate .. nd d.ovn to 4. 00..3/ 4. H ou'beeqcA~nt~ raoonre4 to 
4.01-1/4, an4 cloe-.1. at 4.0L-l/S 'bid. 

!he Ounran\7 !net eo.pan;r reported \hat \M)' ba4 receiY-.1. boa abroad .,. 
order to eell • 70,000 at 4.0L-l/2 or 'better, an4 \hat \M)' ba4 re\urDIICl the 
ord6r bacalUie the7 vera 'Cinal>le to eD<nlta u . 

'!'he other iJiporwt ourranolee ha4 o~ noainal chanpe <lnrlnc the 4q an4 
eloced at follovtl 

J'ranch :trance 
tlW.ldora 
SWi at trance 
Belpa 
Canada 

Tho Cbineoe 71W' oao-.1. wdq to clooe at .OS ae oomper-.1. to 7eeterdq1 e 
clooo o! .08-5/16. 

l!aportins banlao 1n Jev Yor k an4 tho J'-.!.oral Reoone Bank roporWd aale o 
totallDG ~Sl,OOO, :troa the tolloWinc eourooot 

Co:=erolal coDC•ra••• • ••• •••••••••• •• • • • •• ••••• •• ••••• • • • ••·· · ···· ·· · ··~o6,000 
l or•1CD b&Dka (~ar laa\ ) . .... • •..................•......• . . ; •...•.• •• .. ~~._ 

~tal 

By oo~o.1.al cOAo• rn• •••••••• ••••• . • • • . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
By tor.lp beDD (-...rope. "ar ~ut aD4 South J.Mrloa) •• • •• • • ·•• •• •• ••• 

!otal 

Tho banlco aloo reported that the Bri tloh Cont rol purobae-.l oterliag aaountlag 
1.47 ,COO a t the oft1o1al rate o! 4. 02. 
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Tho Fodoral RoooM't BaDk of lllev Torlc llltoi'MCl uo that COld ftlued at 
·S7~.ooo wao btiiiC oh1pped by tbe llaUoJ>al BaDI: of Sv1t:erl.all4, 1lp<ln inotnc­
uons o! tho llaUow .B&IIIc of ~, to the Pedoral RoooM'O BaDk of !ltv To ric, 
for aocount of the B&lllc for Illtei'II&Uow SottloC>onto. Tbt d1opooit1on of thio 
ohipm .. t 1o unlcllow at tho prooont timo. 

On t ho report of .t."«'l't 23 rocei nd fro11 tho J'oileral Rooenoo BOJllc of !lev 
Tor<, &irtDC tho foreign e:o:cballce poi1Uono of banlco acd b....Jcoro in ito cUotriot, 
the totol pooition of all ourroncioo vao obort t ho o~iftlent of $34, 255,000. 
Thh roport vao compiled prior to the i~~pooition of t:o:obance control by hgl••• 
0 3 .1.11£Utt 2; . On the repor t of October 18, the ohort potition obovo a total 
o! $18,42),000, a redwotion of $15,832,000 durinc the ptriod froa .ln£UOt 23· 
':'he net ~· i ll poa1t1on• are a& follows: 

SHOll! POSI'l'IOll SBO!l'l' POSITIOlll Bm!C!IOJI 1lll 
CW.A'fRI .AlJGUST 2l OC'raBE!I 18 Sl!Oll! POSI'l'IOII 

hclaD4 $14,112~.000 $ 6,b24,ooo $ 7,800,000 
Ot her hropo l0,14b,ooo 7,482,000 2,b64,ooo 
COJIIIda },226 ,000 27~.000 2,9~3.000 
Latin America 507,000 Jb ,000 1 ),000 
~or Eo.ot 5.9b5,000 J,b07.000 2.35~ .000 
.t.ll Other 1J,OOO (Loll£) 86 ,000 (Inoreaoo) 

Total $)11,255 ,000 $1;.8)2,000 

.t. neva it011 o;poared on the Dow Jonta Ticker t od&T fro~ London, otating 
tho lloo.ril of '!redo hail announced an orller prohibi tine tho illl!)ortation of 

bullion and foreign oilYer coins except uodor liconoo. Thio action 
increnot t ho offerin&a of oilYer 1n !ltv Tor.< which baco.oa t ho only 

aatktt. ! he 'l'roaeury toda¥ continued ita prico for oilTer, under 
Purollaoo .t.ot, at 35;. !!andy and l!.t\nall' o prico ... fixed at 

. off 1{4; fro~ yeotord&J. 

!(r, Knoko t olophonod .. thio afternoon thet aa of to~ lluaaian bal&Dceo 
th the Cheoo lllational B&lllc wore ao follovo: 

State BAnk of Enao1a •• .... •••••••••..•.•• •...• •• $),200,000 
.lwttorg .•.• , • • • • • • • • • • • • . • • • • • • • • . • • • • . . . • • • • . . • 1,100, 000 

tranoactiono 1n titbtr account ainct t ho laat 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

Socrotar,r NorceDtboR 

ftr. Coobru 

In oceor4uct with U.. StorotcT'• laaU..Otlono, I aob4 Mr. Plu.,.t to 
coco t o the !rouv7 thh IIO!'lWic, u4 !.do..- ht. ao to Ult cbaraotor rd 
the .. ""'' vhloh "' ooa\ on Octo'Mr 24 to .Aabaota4or S:.=ed.T at Iolllloa, to 
help the lAUtr In auvorlac Ult queoUono rd tba Jr1Ut h atflclalo wl\h 
,..,ap•cl to tho U¢4aUon of tbalr Aarlcu oocvitleo, 

Mr. Pinout otatt4 tbat af~ be aD4 Mr. Ot'boru hllll l.aDch with tba 
SecrotUT loot wtell:, u4 hllll talkllll wl\h llttoro , Konhoa u4 Stewart u.or ... 
attor, the:r ha4 cablo4 corbla .,.co-lllla tlou t o tbalr .,....,_..t, 1aclll41&c 
t ho ldoa that t o• Jrlthh or Scotch uport Ia hon4ll&c OtCIIIl'ltloo ohould •­
onr to lila Onl tell Stattt to talco ct~arc- of or ovporrloo t ba 4hpoo1tlon rd 
tho Brllloh bold oocarHieo on thlo -.rlr::et, Nzo, PlaoeDt tboacht tbh ••­
W pr obabl:r not roaohtd Loadon prior to the -uac v!Uch .labaota4or !".natd7 
reported In hlt cal>locru rd October 20, t o vhl ch O'IU' aHt o«o of laot nlpt 
voo a reply, I told llr, PllloaDt thot I tboacbt tbt oondla& of ouch .., in41-
•ldunl would bt a who ..... . o.-- It t he 4eclt1on oboul4 be token to heft a 
Cana4IOA bank lD .... York .. Uqu14atl&c acont. I otrooot4 tho 4tolrablllt7 
or ha•la& oomeone on tbio o14o who CQUld opook frooly t o uo l n roprd to 
their propoot4 attbo4t rd Uqu14aUon. Nzo, Pinout proalot4 to l ot - kDOv 
or M¥ l~>ttrucUono v!Uch ht alsj>t rocoho In tba prtalooo, 
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r.;!OUP t!E::riNG 
October 25, 19:'!9 . 
9 130 a.m. 

Present: !Cr. Ornves 
Gaston 
R1ofler 
Duffield 
Cotton 
l!aa a 
Bell 
Cocbro.n 
Stewart 
Harris 
Foley 
Thompson 
Klotz 

H. !.f.. J.c•: 

Guston: 

! . •.. • Jr: 

naton : 

rl, ·, Jr: 

0&$':on : 

~. :.t . Jr : 

:lut~lold : 

~.J. Jr: 

?ol e,.: 

l>lr . 
lolr . 
Mr . 
l.lr . 
lJr . 
L:r . 
Mr . 
llr. 
!Ar . 
t.:r . 
t~r . 
!Irs 

~nat have you got , HorbortT 

Nothing of importance . The Admiral and I t a lked 

yesterday to the Bureau of Naviga t i on and Dr. 

Gruoning of Interior, and wo art~ going to tolk 

to the Bureau of Fisber1oo this moming on tho 

mattor of cutters. Dr . Gruening is plann11'1(1 to 

request thAt wo send some t axation exports up to 

Alaska when ho g oes up thoro to help him revise 

the t erritori al systom o f taxation. lle maintains 

that Alaska h a friendly ru> t 1on o.nd that we 

ought to give them some cooperation, 

!lefor 1t to Mr . Hance, l!oybo he would like to go 

up there, himsolr , next sucmer. 

'!hey would like an adm1n1atrat1ve man and they 

would liko a t ax pol icy man to reorganize their 

taxation system. 

Is that allY 

'lha t 1a all. 

GeneT 

Nothing. 

EdT 

I spoke to Senator Bark ley an d he baa no suggestions 

a nd I tol d h1m that we would have tho lettor down 

there b7 llaOO o' clook. 
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B. ! . Jr: 

'! • .. • Jr: 

.i •. •. r : 

Rnno : 

. . . .rr: 

Zion :a : 

:. ; •. Jr: 

Rano : 

:l • • Jr : 

Haaa: 

- 2 -

I th1nk you boys bettor walk that letter up , you 

and Harry, and not let Gone do anythi ng do= here 

until you co.ll h i m back. You and Barry better 

: 43 

walk it up. You can take the Vandenberg letter in 

your pocket and - or would you send it up by oeesen­

gor , let 1t go tho regular way? I think ao . And 

then you fellows could go at the same time . 

All r1Cht, then \70 can go ovm• it Yl1th Waener. 

You had better cable that to wt~rworth. 

Yea s ir, I will do that . 

(;lr . Saas handed report to Secretary) 

7hose people who are interested in financing, Bell 

co.oo down with me thio morning and whA t ,.,o a~ 

th1nk1n · about now is nothing '110re this woek , It 

rushes the th1np: a little bit too ouch, but ':'uesdJly, 

250 million for Tll-'C snd 100 million for U, s . Housing . 

Thon "e cAn toll Wr . ~.>cclea 1f he s t 1ll has the itch 

ho c~~ sell all ho wants to . Also , the budget suc­

mat1on will come out on Novemner l st. Then we will 

stop ~iefler'a bills after that. 

Ooorgo? 

That now note 1s a little out of line, but the rest 

of tho not e markets \fill probably move up in line 

a 11ttlo l a ter . The CCC note is the same thing , 

sonewhat similar. 

\ihat i s it that you gave me here? 

That is somothing I thoucllt might bo an easy way ot 

refreshing your memory on that a1tuat1on. 

\,hat s1 t ua tion? 

On \Vhat \Vent on 1n tho fiorld ;1ar . 

tlho did thia? 

Seve r al of the peopl e . 

Pretty, pretty. 

.. 
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H. :J •. Jr : 

l:ano: 

... . ... Jr: 

:'laos: 

r. . •• Jr : 

h. ;J . Jr: 

!i •. J. Jr: 

dsrris : 

s . · .. . Jr: 
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Quite pretty, I think, It is a very easy way to 
go through that situation. I deaignod tha t thing 
to facilitate review. 

Vory pretty. Vnlat is the red through the middle? 

~ach sheet applies to a particular year and the 
chart shows a year on each oido and the red ones 
tho year l'lhich is being spokon about, nnd then ' 
~\e large chart puts it all together . 

Pretty nice merchandise. \ihat do you call this? 

Index o f confidence. 

Yea. 

It is sioilar to the one in Time . 

tlo , "but they beth go ort. 

'!'hat is Sltinner ' s line. I know approximD.t ely what 
that is . 

Could you stay a minute after? 

Yea . 

::. 44 

HaroldT Harold , I want you to do &Ol!lethinr for me 
and I 'V.now 1t is goino to bo dif!'icult, "but for 
reasons that I don't know and don't care , the Presi­
dent of the Un1 ted states wants L!rs . Aldrich to 
have this gold oedal and the Bureau of the Uint ror 
sou:e reason or other - that luls boon kicltin& around 
here for I don' ~ know how lonll • 

They just got the appropri ation on July 1st. 

What do you mean, they just got 1t on July lstT 
Today is llovember l st. Now look, ~londay morning 
I get the design. I have a finished design in 
hore Uonday. Then I give thom one week to cas t 
the thing. They c11n have a deoisn in here Monday 
and it can be cast and finished In one <~eek . It 
is perfectl y asinine that tho President or the 
Uni t ed States shoul d ride me abou t a t hing like th i s . 
They lulve had the thing since the first of July . 
They can take any ol d sketch they want to . I wou l d 
rather gi ve her a medal - every time I go over the re, 
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Thoonaon : 

H . ·~ . Jr: 

::: ro.vsa: 

• • .a . Jr: 

'ell : 

t'hompaon : 

. ·: . J r : 

eell : 

l ot &: 

J. . !!. Jr : 

• t. r:.. - · ~ 
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it is , ~7here i s that medal, why can't you get thnt 

medal?" It is just hol ding up ""1 appo1nt:ltents with 

the President. Are you going to let Nra . Aldrich 

d ie on your hands before you g i ve 1t to her? Wood.ring 

and ~11 of t hem are in it and. 1 want to get lt out or 

t he way. 

Of course , Congress se t tles up a whole year on the 

monoy. 

Had i t sinoo July l July , August , September, October, 

f our !!IOntha . I lll:l not r ldina you , but it i s inex­

cusabl e . Lot ' s get it out or the way. A medal, it 

dousn ' t make any difference if i t is gold, make it 

l ook nice . I am i n dead earnest. A design llonday 

morni n g , cast in a week . 

Ye~ . 

Bell! 

I have nothing. 

1 underntood i t woul d take at l east o1x weeks to caot 

it . 

Listen , Danny Bel l gets out an isaue f r om Monday at 

12 : 00 o'clock and i t 1e out and o f f t !1e next do.y , and 

it used to take ton d ays to do it. R1gbtf 

That is rlcht . The machine ry has improved. · 

These people are artists. 

>iell , we have sot tled the me<lnl question. It is one 

o f the se nu isaneo th1nc a• 
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TO 

•ooN 

Subject: 

Oct. 16: 

Oct. 17: 

TREASURY DEPARTMENT J4t,6 
- ' 

INTER OFFICE COMMUNICATION 

DAn Oc t ober 25 , 1939 . 

Seoretar~~~hau 

llr. 'EW.;rt#l 
Whea~ export aalea and other aarke~ da~a troa ~be 
Federal Surplua Commoditiaa Corporation. 

It waa reported ~bat Den~~&rk bought about 3,000 t one 
ot Canadian wheat . Clearance• ot Argentine wheat laat 
week were repor~ed at 2, 700 ,000 buabela. 

Salee ot about 500,000 buebele of canadian wheat 
reported but tbie could not be oontlrooed. H wae 
report ed that GeMI&IlJ &lid ItalJ bad made large pur­

obaaea ot wheat and barleJ fro• Hung&rJ. Greece ia 
r eported to baYe bought 1, 850,000 buobela troa HungarJ. 

Two oargoee of Manitoba& sold oYernight to the 
Continent . British buJlng of canadian wheat will 
be reauaed aa a reault of a new underetanding between 
the Britiab Cereal Aut borltJ and the Canadian lbeat 
Board, and between the two goYernmente, it waa reported 
todaJ. 

A aale of 250,000 buabele of oor n r eport ed aold to 
lurope with proepaote of a much larger buainaea. 

Oct. 18: There 11 good reaeon to bel ie•e that the Canadian 
lbaat Board baa aought to aol1ifJ t he Brit1ah buJlng 
agencr. The belief i a that t he Brltlab bUJ&r oo~~plalned 
that wbeneYer be entered the aarket offering dried up 
and prloea lamedlatelJ adYanoed. It ia learned on good 
autboritJ that the Brltiab AgencJ ia mainta.ining 
ooa~lete treedoa ot action and that no new contract 
bae been aada be tween the Brit Ub bu,rer and the 
Canadian llbeat Beard. 

Oct. 19: lxport ealee of North Aaerioan wheat aa t iaated at 
around 800,000 buebe1e . Two oargoea aold to the 
tln1hd J:ingdoa and 200,000 buebela t o Rorwq , and a 
halt oargo of Uni~&d s~atea wbea~ to Europa. It ia 
thought that England baa bought about 2, 000, 000 
buahela of Canadian wheat thla week. 

Purobaaea of corn t or export reported at about 
375,000 baabe1a . Tbia i ncluded a oargo to lngland 
and a halt cargo fro• 110ntr eal t o Europe. 

Regraded Unclassified



oet. 20: 
n u uu-te4 ~t total eal .. of Canadian wheat 
to tbe Br1t1eh Oo~era.eDt th1e week w111 ruD .are 
than 6 ,000, 000 baehell. 
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HY.Jr : 

E<l 
Foley: 

;(''Jr: 

~. ' . 

Hello. 

Yes , Hr . Secretary. 

October 25, 19}9 
11:22 a.m. 

I just; bad a oa.ll trOll! Arthur Vandenberg. 

Yel!h . 

He said he go t oy letter; he ooneidered it very 
adroit, L~d he asked me t he queet;ion, Just; the one 
t hat Harry or you thought he would, namely, have 

we any agreement -- is Harry with you there? 

Yea, he i s. tie 1 re in Sena t or tlagner' a hide-out . 

:::Jr: Oh. 

F: 

:C!Jr: 

F: 

:t:Jr: 

p: 

!C:Jr: 

f: 

He 's right here. Do you went to talk to hlm? 

No , you l i sten, then you can repeat. Now wa1t 
dld we have any agreement with England and Prance 

to buy any currency. 

Yeah. 

So I sai d the onl y agreement we had was the aa~e 
that we had with Holland and Belgium and Switter­
land, namel y, t hat i t t hey send over a cable that 
we should buy or sell any ot t heir currency during 
the day, we'd do lt tor t heir account but befor e 

the aun seta they pay tor it. 

Yeah. 

So I aay it1 a a one-day operation, that we only 

operate tor them. 

Yel!h . 

Tbat'a correct isn't it? 

I think ao . Just a minut e, I ' ll a sk HarrJ . 

(Brlet pause.) 

' l9 - ' 
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OJ:Jr: 
Har r Y 
\lh1to: 

l!l~Jr : 

;c:Jr: 

\1: 

;;::Jr: 

" · .. 
h1lJr: 

11: 

HJIJr: 

!, • , -· 
~:Jr : 

Hello. 

Hello. 

¥ea . 

Ed put me on . 
answer to tlul.t 
outside o! the 

\/ell •••••• 

- 2 -

I was th1nlting t hat 
might be thAt there 
aooord ••.•. . 

•.•••• and outside of the •. . . •• 

• c:o --

the appropriate 
are no agreements 

Well , Harry, never mind vha t 1 t vaa. What I said 
i s all right, 1sn•t i t? 

Oh 

1/hat? 
I t - - what you said ia perfect l y all right. 

And I said that -- t hat we'd had no such orders 
since t he World ~/ar broke out. 

lie ' ve had no such wbat? 

\le 've lul.d no such orders . 

Orders? 

:~:• r: ¥ea. lle've had no business. 

\: : 

l~:Jr : 

\ .. .. 
l!"Jr: 

lof o -. 
lr.'Jr: 

Oh, no bua1nsas. 
'ile' ve done no business t or them on t hat basis. 

No . Well that's-- I think that statement 1s per­
fsotly all righ t . 

And the other •••• . • 
There have been -- t her e has been one traneactLon. 

Oh well, hell, that doesn' t make any d1t!ersnce • 
• 
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ot : One s!llAll transaction, >rhioh 1 understood was - ­

but •••.• 

H:cJr: \loll , 1 said - - 1 -- • . •••• 

\1 : But t l'>..ll t 1 B all right, BO .,. .. , 

He a aid , •Well, 
50 million dol la r 

~:Jr: 

·;: 

·.:: 
::!Jr : 

1: : 

~-::Jr : 

... .. 
:::Jr: 

1: · 

!-!! ~Jr: 

'J : 

Then -- then the other t hing. 
what ' s the objection to Taft ' s 
lim1tati on1 • 

Yell.'> · 
And 1 said just th te, 1 sa id , •Congress did oe the 
great honor att ar ~ree -,ontbe ot debate and cross­
examination to extend ~'1\e 5tabili£Ation Fund. " 
1 eaid , •You people orose-exa~ined me tor three 
months and you decided t o do it,• and I said, 
1

i t' • t he eaoe objection t o tl1at ne there is -­
•my not make t he Stabili~ation Fund 200 million 

dollarst• 

I said, •we >rent all through that,• and I said, 
"1 -- 1 can't see any good purpose >rill be se rved ." 

Yea. 
So I said, •I just wanted to tell him that there 
h8•n•t been one dollar and won't be one dollar 
used tor anY surreptitious purpose tor any credit 
to anY oountr1 as long 8s I'm here .• 

That's~ right • 

A.nd •••••• 

You used t he vord •surrep tit1oua•t 

I did not, no, but -- that wae the t hing and that --
1 said, •As tar as I'~ concerned 88 long as r•ve 
been here , • I ea1d, •1•ve outjumped Senator Johnson 
as tar as lendin5 money to rore1gn countries are 

concerned.' 

Sure. 
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\i: 

:-::Jr : 
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-'"' 

He laughed and he sald, 1 Well , you 've go t a lot 
ot fri ends up here . • He sald, "You ' ve got nothing 
to worry about.• 

Oh, he di d . 

llhat? 

Then you ! eel that he was-- wasn' t displeased? 

No , he said-- he ended up-- he said, 'You've go t 
a lot ot friends up here , Henry.• He said, "You've 
got nothing to worry about . • 

llh-huh. t:ell I thin.k that'e all right . llov , 1t 
that ~uestion comes up again on t he tloor of the 
House •••.• 

Yeoh. 

• •.•.. what we'll do in the meanti me , we'll draft 
a statement of the reply and it 1t oomes up we 1 11 
call you up ebout it. 

Sure , the -- as I say, I used the th ing -- I said, 
"It' o Just t he same. l'lhy not limit the fund t o 
200 million,• and I said, 'put on any other limi­
tations .• I sai d , ' I went all through that. Congree9 1 

I said, •save me the great compliment ot extending 
the thing and showing t ha t they had thAt confidence 
in me ,• and I said , "I think we thrashed t he.t out 
earlier t his year.• 

Yea. I think that was the appropriate poeition to 
t ak.e • ••••• 

Yeah . 

•..... on that , but it they r aise-- he raises, or 
anybody else raises the question a~ain on the tloor 
of the House t hat the le t ter doeen t -- that they 
s till -- the question remains unanswered t ha t you 
mny have some other seorst agreements and so on. 

~o . I - - I t hink I satis -- I said, •well,' -- I 
eaid to him-- I sai d, •Arthur t here's-- there 
are no aeoret agreements; t her e are no i ndirect 
agreonenta, and,' I said, •there ' s nothing but 
what the da;rlight could be t urned on and you'll 
find nothi ng but What I ' m tell i ng you .• He said, 
1 I -- I believe you.• 
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Oh llell then, t hnt ' a all ri:;ht . 'l'hen I don• t 

1oagino he >: 111 raise i t . 

~ r3 
-" 

I sai d - - I said , "'l'her e are no secret agreeaents; 

t her e are no understandings,• and I said, 'tha t 

as long a s I ' m here, 1 I sald, 1 I won't do one 

thi ng to help these fellows t hrough tho Stabilization 

fund." 

Yes. \/ell I thln:t t hat that - - I don ' t see how he 

could want a acre straigh tforward state~ent. 

And I enid, "Are you entirely satisfied as to what 

I 1 m telli ng you?• He said, •Entirely. • 

\tell that • a all righ t then • 

So ••• ••• 

A!>ythi ng - - anyt:ting else on? 

~o . 

Do you >tan t to speak to Ed? 

l!o . 

0 , K • 

\:en, what happened up there? Hu -- has the t ::.lnl! 

been released? 

I don ' t know. \'le 1 ve been 
and Sena tor Bar ltley got a 
entirely pleased wi th it . 
available here . 

talking to Sen a tor '.lagner 
copy and said he was 

And they knov we're 

r:.Jr: o . K. Ed want anything? 

~ : ••• • • • touch With us if anything cooee up . ?here are 

a oou~le of new amendments Wh ich were put in t he 

bi ll yesterday wh ich we're just goi ng t o have our 

attention cal led to , proposed amondaents •• •• . 

:n:Jr: Yeo . 

• : .. . . .. to lia1t gold, but I don ' t know how i lli))O l·t ant 

it 1s or whe ther 1t will be followed . 
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If : 

::I!J r: 

ll : 
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Well , I don't know whether you oan aerYe your 
oountry any ,better t han etay1ng up there . 

154 

tlell, we'll be available here. They -- they're 
all-- we've spoken to the men you've euggeeted 
and they know we are available and t hey said they' d 
oall on us 1t anything oomeo up. 

o. K. 

Goodbye. 

Goodbye . 
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O)lere.tor: 

P.11Jr: 

Hello. 

~!r . ~lessersm1 tb . 

Hello . 

October 25, 1939 
12:31! p.a. 

George 
:~ea•et•on1 tb: 

!C!Jr: 

... 
:~:Jr: 

... .... 
P.:~Jr : 

... 

::-!Jr: 

... ... 

l-ltJr: 

Henry Morgentbau • 

Good ;oom1ng. 
I Just -- good morni ng to you. I vanted to tell 
you that nothing I said yeater daJ in an)' vay vas 

personal. 
Ob well, I'o sure or that , ltr . Secretary. 

And -- and I appreciate having worked vitb you on 
so many t h ings and I reali£e tha t you haVe your 
re&!>ona1b1l1 t1es over there and I'm Just trying 
to get • ••.. . 

Yeah • 
.••... the tools for vh1ch --my men to work • 

I t hi nk that Basil and I'll try to vork out and see 
What we oan do, l!r . Secretary. 

•ell Vhatever the tvo of you vork out I
1

10 sure w1ll 
be all right, but pleaae remet~ber that you're do1ng 
aoet likely Vhat you reel you have to and I'= Just 
anxious 1n these difricult ti~:~ea to try and g1ve 
all -- everything that I oan to the reUova who 
are on the firing line • 
Yes . ~iell you can -- you can take it froO me , ltr • 
l!orgentbau, that you know I'm not departmental 1n 
attitude and I'll dO my beat to try to vork out 

something. 
And you 've been so cooperative 1n t he past end I 
Juat vant to let you knOW I apprecia te it. 
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!'• ~/ell , t hat ' s a"Wtully nioe ot you . 

HJ.!Jr: Right. 

f! : Goodbye . 

~J!Jr: Thank you . 

... All right . Goodbye . 
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Stcrttnry of StatE, 

Washington. 

2165, OctobEr 25. 

PLAIN 

London 

Dattd Ootobtr 25, 1939 

Rto ' d 1 :25 p. m. 

"'OR TRE:ASURY ?ROH BUTTER'".ORT!l . 

1 . Tht Btlgian, Dutch and Swi ss currtnoits art 

officially fixEd at slightly dEprtoi attd lEvEls today, 

thE bElga wtakEn1ng agai n t o 23 . 90- 24. 10 . Tht gui l dEr 

and Swi ss franc both unchangEd s ino£ OctobEr 16 wtrt 

fixEd 7 . 52- 58 und 17. 80- 95 rEsptctivtly. ThE Danish 

kronE wc.s quotEd 20 5/8 sEllErs . Tht ytn was unchangEd 

:s? 

at 1S. 2D. London prEss carri Es rtport from Tokyo of ptggi ng 

of yEn to tht dollar . 

2 . ThE gilt- EdgEd marktt continuEs stronc with morE 

institutional buying, war loan bEing quotEd Ex-dividrnd 

tO!Iay at 92 1/4 and othEr govErnmEnts showing furthEr 

coins . IncidEntally thE paywEnt of half yEarly dividtnds 

on war loon automati cally rEvistd thE minimum pricE from 

88 1/2 to 86 3/4 so that todays pri ot 1s 5 1/2 poi nts ebovt 

m1n1mwn pr1a E. 

I I , i KENNEDY 

f 
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PA!W'HRASE OF TELEGRAM RECEIVED 

FROM: Aaerican Embaeey, Parie, J'ranoe 

DATE: October 25, 1939, ? p.m. 

NO. : 2677 

FOR THE TREASURY. 

There ie steady, though slow improYement in the ad­

oinistration or exchange control measuree; there are still 

P nuaber ot lacunae and a number ot incon8i8tencies but the 

rore1gn exchange office is gradually building up a sort ot 

intoi'Cal Jurieprudenoe . This ie not being embodied even in , 
lrrl!ten circulars or instructions to the 1 apnroved inter­

cediariee• - it l s llt&rely a form ot slowly evolving precedents. 

Apparently no consideration i8 being giYen just now to any 

new decrees or arretes on exchange control. 

It seemed to be the pneterenoe ot t he authorities 

to proceed by a flexible end eurprieingly liberal rule-or­

thuab to permit •reasonable• traneaotlona even when the 

etriot letter or the law did not permit it. For example, 

as regarde resittance ot dollars to the United Statee in 

conYereion or rentee coupons which nonresident •roreigners• 
(that la, non-French) 

/presented to banks in the United States, the authorities 

a t first were inclined to insist that those who handled the 

matter in France must demand some proof or assurances from the 

United St ates banks where the coupons were presented that 

the real owners ot the (osiaaion) were not J'renohmen. Under 

exieting exchange control meaeuree, euoh evidence i8 required 

tor converting into foreign currenciee. HoweYer, it wae 

pointed 
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pointed out that 1n the United Statee euoh requirement 

might give rlee to some mieunderetanding and ditticultf, 

and per~• even start unfortunate erroneous rumors ot French 

rentee defaults, and there was read7 agreement on the 

part ot the authorities that the requirement would be waived. 

lie called on Couve de MurTille thi& morning. Neither 

he nor the other authori tiee appear to be at all concerned 

over a possible ~lack market• Juet now, or over t he eX1et1ng 

value ot such t raneactiona. 

We eaw Riet, who aeked us it we had available an:r infcraa­

tion we oould give him about the quantity and nature ot 

German aeuts and investment• in the United States, whether 

bonk deposita , eecurlt:r holdinge or investments in Amsrioan 

industriee; he .. 1d it would be of great use to him it he 

could get such information. We made mention ot report• in 

the prase recently to the effect that attar the termination 

ot the etand-etill agreement, Aaer1oan oreditore attached 

certein German tunde 1n the United Statee. 

It 1e our understanding, and :you probahl:r are avers ot 

it, that at preeent a group ot private French induetrialiate 

are negotiating for a purchaee of about $4,000,000 worth ot 

copper in the United States, on the baeie ot irrevocable 

credite ranging up to six months negotiated b:y French banke. 

lie had lunch toda;r with the manager of the Y.eetmtnner 

Bank, and ulted h1JI vb;y Br1t1eh b~ here had not been 

publlo~ 

Regraded Unclassified



- ~ -

publiolr declared ' approved intersed1ariee 1 for traneactione 

in excba.nge. He ea1d that t ba Brit1eh had inehted on being 

given the eame t reatment as American banks, when ther learned 

or the aPPOintment or the American banks 1n euoh oapacitT -

reference, telegram of September 14 fro• the Embaesr, No. 

1968. TheT did th1e even though in London French banke are 

not given correepond1ng racilit1ee. The private ' approval' 

ot Br1 Ueh banks 1n Paris as 1ntermed1ariee was agreed on 

by the foreign exchange office, and such aPProval was ginn 

1n a letter to each one; however, it wae exPlained that 

the otfioe did not want to publ1&n that faot 1n the JOURHAL 

Ol'FICIEL ae it had mistakenly done regarding American banke, 

tor tear similar treatment would be demanded bJ all foreign 

banks in France. 

END SECTIONS ONE TO SIX INCLUSIVE. 

BULLIT'l. 

EA:LVW 
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Sccrttnry ot Stat£ , 

Waohington, 

2577, OctobEr 25, 7 p . m. 

GRAY 

PARIS 

Dnttd OotobEr 25 , 1939 

Rto 1 d 3:47 p .m. 

(SECTION SEVEN) 

\'lith rEfErEnce to last paragro.pb our t elegram No, 

2485, October 16, 7 p . m. JuliEn Chadtnct , a dirEctor of 

the SocietE 0£nerale sails for ~Ew York on thE REX from 

Ge noa on NovEmbEr lst to c cncludE th£ a rrangEmEnts for tb.E 

Esto.blishmEnt of thE company 1 s tle w York agency . lit call Ed 

US today o.nd EXprESSEd bis i ntEntion Of visiti ng you. soon 

aftEr his arrival . 

ThE securities markEt today 1-ras firm and active 

and mOdEratE gains arE recorded 1n most variable rEvEnUE 

securitiEs , SuEz Canal was thE outstanding feature gaining 

665 francs , Uost rrntcs madE slight advancES , 

ThE NEthErlands Natiooal Ban.'< sta temEnt for tb.E w<tk 

Ending OctobEr 23 shows gol d rcscrvcs unchangEd , total 

liabiliti cs . up 3 million f lorins to 1424 m~ll1ons .and gold 
•' I 

oovrr at 78, 08 pEr cEnt as against 78 , 07 pEr CEnt . 

(END !ESSAOE ) 

I 
BULl. I'M' 

Regraded Unclassified



TELEGRAH SENT 
:.£2 

11C PLAIN 

A1!EI~ASSY 

LONDON 

1292 . 

O<ltobtr 25, 1939 

'liunty-flfth , 

FOR BlTl'TERWORTH FRO!l TR EASURY, 

The followi ng text of a lettEr dated October 24, 1939 

addressed by the Secretary of the Treasury to the HonorablE 

Arthur H, Vandtnberg, United States Senate , is for your 

i nformation and that of tht Bri tish Treasury and for trans• 

mi ssion by you by mail to the American Diplomat i c Miss i ons 

in France, Belgium, the Netherlands , Switzerland, SwtdEn, 

Norwny, Dtnmnrk and Finland, for communication by them t o 

thE respEctive Minis t ers of Fi nancE in t hosE countriEs , 

(You should attach copi ts of the Wagner lEt ter under 

rcrcrenc E) : 

QUOTE October 24, 1939 

lly d ear Senator: 

I should like to answer in some detail tht 
questi ons in your letter of October 17, so as to clarify 
certai n aspects of problems r elating to gold• 

You wri te : 

"I assume t hat you arc conti nui ng to purchase at 
$35 an ounce, all foreign gold thnt is offcrcd , 
I n view of dtprcci nttd forEi gn currenciEs , is 
not this egui valcnt to pBJing conaidtrabl y 
mort than ~35 an ounce so far as the f orcign 
seller is concerned?" 

I 
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: 63 

I am uncertain what you mean by this question, 
It 1s subject to several different interpretations and 
to makt certain that you obtain the information you 
ask I will endeavor to answer tach of them separately, 

1, Dots thE quest i on ask whEther tht foreign 
eclltr or gol d rtclivcs more pgpobasi ng powEr 
ovEr goodo o.nd o.:rvicts htrE thon h E dld pri or 
to depreciat ion? If that i s thE sense of your 
question then tht answer is "No" • The $35 per 
ounc e ( less l/4 of l percEnt) which the forEign 
sellEr of gold rtc£1v£s probably rEprEsents leas 
and cErtainly not mort purchasing powEr i n terms 
of goods and services in this country than it 
did bEfore the depreciation of currEnciEs i n 
recent months , Such purchasing power of $35 1n 
thE UnitEd Statts variEs, of coursE, with changes 
in pri eta of goods and services in thE United 
Statts , SincE most goods and strvicta 
that can bt purchased bert by a rEsident or a 
forEi gn country have risen in pri cE during thE 
past t wo months , 1t follows that thE foreign 
stlltr or gol d probabl y gets l Ess goods and ser­
vicES tor his $35 now than hE did a fEW months 
ago , 

2 , Dots thE question o.ak whether the forEign­
Er can get mort units of his own currency for 
gold by SElli ng it in thE UnitEd Statts than by 
a Elling it in hi a own country? It this is the 
sEnsE of your quEstion, again tht answer is 
"No" , Wt pay no hi ghEr pricE for gold {allowing 
for commissions , handli ng chargEs , etc ) than 
other countriEs do, After a forEign sellEr of 
gold converts the dollars ht obtains for his 
gold i nto sterli ng, for examplE, ht f i nds that ht 
has approximatEly tht samE amoun t of monty aa 
ht would havE had if hE had sold that gold i n 
London, (For a further Explanation of this I 
refer you to pagu 7, 8 and 9 of my letter to 
SEnator Wagner , datEd March 22, 1939, a copy or 
which ia Enclosed for your convtnitncc , ) 

3 , DoEs thE question ask whEt hEr thE forEign 
seller or gold gets mor• units of hia local 
currency for his gold now than ht di d btfort tht 
depreciation or his currency? If thia is thE 

s£nsr 
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sense of the question, the onDwtr is clearly 
"Yes" , Tbat is exactly what depreciation of 
a currency i n terms of gold means , namely, that 
each unit of a depreciated currency le 
Exchangeable for lEss gold, 

4, Dots the ques tion oak whether the 
greatEr number of units of the dEprec i ated cur­
rency which the foreign sEller obt ai ns for 

his gol d can purchase mort goods ond services 
at home than could the smallEr number of units 
hE obtained for his gold beforE depreciation? 
The answer to this quest i on is "Probably yes" , 
Prices in th t country of a depreciated currency 
do not usually rist as much as tht currency 
d epreciates !or a considerable period of timt , 
if at all , Uur!ng that period the holder or 
producer of gold will get mort local goods and 
services f~r an ounce of gold than ht did beforE , 
But ht gEts more goods only if ht buys goods at 
homE ; furthermore , he eets more goods for an 
ounct of gold not because wc continue to pay 
$35 an ounce for gold, but because his ovm 
country gi vEs more units of its currEncy for an 
ounce of gold, 

WhEn t ok En in thE context or your wholE l Etter 
one further possiblE interpretation of your quEstion 
suggests i tsElf , You may be asking whether the recEnt 
depreciation of forEign currencies Ifill of itself lead 
to an increased inflow or gold, If this is the sense 
or your question, the answer is "Probably no" , It is , 
or course, impossiblE to foretell at this timt the 
total tfftct of a Europe at war upon our balance of 
payments , The specific crfcct of the recent dtprt ­
c lationo of foreign currencies, however , would clearly 
sec' to operate J n the direction of a reduction in gol d 
offerings , DEprEciation of forEign currencies vis - a ­
vis the dollar ~tans that Ameri can goods and services 
arE lEss attractiv e to thE forEigner because be must 
give mort of his own currEncy in exchange for a dollar ' s 
worth of me rchandisE than formerly , In other words , 
the depreci ation of forEign currencies is a factor 
which operates i n thE d irection of reducing our exports 
to and inc rEasing our imports from t he countries 
involved, Thus the d'ftct of t he change will tend to 

reduct 
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reduce our favorable balanc t of trade and eonscqurntly 
such inflor1 of col d ae may be attributable to our 
export surplus , It is t rue that price changes may in 
time offset the Effect on the relot1vt attractiveness 

, . 
(.. 

of forei gn and Ameri can goods initiated by the depre­
ciation of forEign currencies , But even in normal t imes 
this adjustment usually dots not toke place f or s omE 
time . 

You ask thE further question: 

"If we put our fortittn trade with 
belligerents on a strict ' cnah and carry ' 
basis, will it not be liktl7 to substantially 
i ncreas e this inflow or foreign gold - perhaps 
to so danqtrous an extent that we finally shall 
practically monopolize the world ' s gold supply?" 

The prohibition of credits t o btlligercnt govern-
ments may poss i bly have the effect or reducing our 
exports to btlligtrcnt countries , This might in turn 
reduct the value of our total exports comparEd with 
wh~t our exports would bt were the prohi bit i on not 
included in the Neutrality Act . Were the btlligcrtnt 
governments to purchas c s omc of their imports fr01n tht 
United Statts on credit , a portion of the payments due 
us 'll1ght bE postponed, However, whether this pos tpone­
ment would rtsult even in a temporary reduction in the 
inflow of go l d cannot be forecast bccau3t : 

(1) It is not known l'lh&t proportion of tht 
dollars used for payments nculd be acquired from 
tht sale to us of gold , and n~~t proportion would 
be acquired from other sources , 

(2) It is not known whether an extension 
of crtdits to bell i gerents would result i~ &reater 
purchases from tht United States or whcthtr 
there would simply bt a substitution of some 
credi t purchases for cash purchasEs , Only in 
thE lat ter instance would 1t be possi ble for 
part of the inflow of gold to th£ United States 
to be postponed, In the former case 1t would 
mean the gold inflow would bE the same over thE 
short pcr i od of time o.nd would be greater at so."e 
subsequent timE whtn crcdito wert liquidated, 

You 
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You ask this further question \11th respect to 
gold: 

"Would this (increased inflow of gold) not 
s criously threaten tht world ' s subs cquent re ­
turn to the usc of monetary gold - and thus 
relnti VEly threatEn the ultimate value of our 
own enor:nous gold hoard?" 

This war d£monstratcs , if any dernonstration wErt 
needed, that gold constitutes the bEst form in ~hich 
forei gn exchange resourcEs can be held. Even under 
the ~ost difficult conditions of ~ar , belligerent 
governments which possess cold can buy nith it anyt~~ns 
that is for sale . 

The ne'l situation in "orld trade brought about by 
the Ttar in EuropE will , of courSE , introduce sane · 
changes in tht distribution of gold among tht nations 
of the world. Btl.• i c;trent countries rtill probably 
lose gold, but numtrous neutral countri cs, which nou 
have little gold, may be put in a position to increase 
their holdi ngs as a result of improvements i n their 
trade balnnc es . As a cons equcncE , the Vlar may well 
have the effEct of causing n wider distribution of gold 
among the countriEs of the world . Such an increasE 
in gold holdi ngs by mo.ny countriES VIOUld gi vt more 
countries a stakE in the continuation of gold as a 
medium of international payments . The gold producing 
countri es, of course -- including the British Empire , 
',lhich no\'! products halt the YIOrld 1 s gold -- rtill con­
t inue to have a vital i nterest in the usc of gold as a 
nonetary metal . 

These considerations , as well as others, indicate 
th~t gold uill £merg e from this disturbed period with 
added prestigE as t h e internntionnl ctdium of exc~ngc . 
For further discussion of the future usefulness of gold 
as a monetnry mEtal , you may rri sh to refer to pagEs 16, 
17, lS 11nd 19 of my letter to StnBtor Vlagner referred 
to above . 

Your last quEstion on gold relates to n suggested 
change in our monetary polioy. You nsk: 

"Should 

• 

t L 
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"Should not thE purohsse of forei gn gold be 
curtailed and re- priced at least r or thE period 
or the war?" 

I B'lt not clear "'hct hcr by re- pricing gol d you have 
in mind an increasE or c dtot·e~st in thE pri c c of gold . 
I judge from the context of your lttter, however, that 
you are inquiri ng about the effects of a r eduction in 
the dollar pric e or gold. 

My vi£Us with respect to the oonstquenccs of re­
ductions i n the price of gold arc fully sEt forth in 
"'Y lcttcr to Senator \'lo.gner reftrrtd to abovE , Tht 
discussion appears on pages 13 to 16 or tho.t lEtter, 
and I think i t may be appropriately re- read in 
connection 71th your inquiry. 

You raisE thE quEstion of the advisability of re ­
ducing thE pricE of gol d "for tht pEriod of thE r.ar" . 
Any subot:mti al change in the price of gold orP.ich is 
knOltn to bt tEmporc.ry \7ould have SEri ously disrupting 
influEnces on trade and 1ntcrn~t1onal capit~l flows . 
It woul d int roducE a st ill greater risk ElEment in 
busincs~ rElntions with foreign countri cs nnd would, 
moreover , increase world speculati on in dollar cxchonge , 

I novt turn to thE queation in your letter r eferring 
to the Stabilizat ion Fund. 

You wri te : 

"I should like to inquire - if I em entitled to 
thE information - whether thE stabilization fund 
is now being ustd in connection with the stebili-
ation of thE British pound and tht Prrncb franc; 

;nd n~rthrr thrre is any stabilization agree- _ 
mEnt under gbich wr continue to operate in con 
junction with England and Franc£ or any othEr 

t i " forE i gn coun r ts . 

l"lhon I appear ed before the Senate Committee i ond 
BankinG and Curr ency l ast March, Senator Taft ra se 
tho following qu6stion : 

"Suppose thoro is a foreign wor end suppose you 
go 
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go out and do what you can to buy $2, 000, 000, 000 
worth of pounds : Isn't tho offoct of that to givo 
England tho powor to buy $2, 000,000, 000 worth 
of goods in this country und~r tho cash and 
oo.rry provisions?" 

I would like to reaffirm tho position which I took 
at that time. My roply was , o.nd still 1s, as follows: 

"Seno.tors, if thoro 1S a lfar in any foreign 
country, bcforo •~ would usc the • tabil1zat1on 
fund or any mon~y in tho Tr~naury to assist any 
country 1n prosecuting that war , I would coco 
up before the proper oomcittoo and ask for 
guidance . " 

The stabilization fund is not acquiring any curronch 
of bcll1gor~nt countries ~nd is holding only a trifling 
~mount of foreign curr~ncios of boll1gcrunt countries 
j ¢qu1rod long bvforc tho outbreak of tho war . 

I trust that this furn1shvo you with tho in forma t1on 
you roqucstcd. 

Sinc~roly , 

(Signed) HE11RY t40RGE;ITHAU, JR . , 

Hon. Arthur H. vandenberg, 

United States Senate. " 

~· EA :FL: LWVI 

Sccr~tory ot the Tr~~sury . 

t111LL 
(HF ) 
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niOll: Aaer1can Consul <honer&l, hate.:.;., letherlaAda 

nlTE: October 25, 19S9, 4 p . a. 

NO.I 39 

CONFIDENTUL. 

The Netherlande Bank hae 1ntoraed me that, not­

vt thetand1ng reporte 1n the preee and ctherwiee tc the 

cont rary, (mentioned 1n m:r deapatoh or October 18, No . 407) 

the gold ah1paent recently consigned to the Bank in the 

~ount or tlorine 18, 000,000 waa received trca Ruee1a 1n 

P111ment to the Netherland• tor certain dre<Sgu and eh1pp1ng 

oaterial, and <hlrmany acted onl;r aa a med1WII or transit. 

At the Bank the;r say the;r do not know anything det-

1n1 te about the alleged eh1pment or gold bullion to Germany 

from Ruee1a, eaid to be 17 1/2 tone. However, the Bank 

statu that e1nce Ruea1a hae aleo just paid to Switzerland 

an amount eillilar to that paid to the Netherlanda, the;r 

pruuae that theee are parte or the total uount mentioned 

above, German;r being the aed1ua or tranei t tor eh1psent 

or other parte going to other oountr1ee. 

Furthermore, the Bank etated that the Ruee1an payaent 

1a not connected nth the Bank1 e gold ehip111nt reported 

1n the Ooneulate General's telegraa or October 21 via London. 

Thor eaid th1e oona1gnaent wae tor the purpoee or replenieh1ng 

Hetherlande gold bold1nge 1n the United Statee after wheat 

wee purobaeld b;r the Governaent, and that the;r e:q>ecte4 to 

eend other esall p.,._.nta or a a1111lar nature. 

EA:LVV LEZ 
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Storttary of State , 
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2167, October 25 . 

PLAXN 

London 

Dattd 

Rto •d 

POR TREASORlC FROil BU'l'TERI'ORTB . 

1.. .... 0 .:. • 

october 25 , 1959 

3 '40 p .m. 

With rtftrtnet to my 1647 of september 14th which 

outlined tht probablE pric E policy of thE Bri t ish oovtrn­

mEnt during thE war thE coursE of prieta during tht month 

ot Stpttmbtr may bt of interest. 

ThE risE in thE Ministry of Labour ' s cost ot living 

indEX during Stpttmbtr by 6~ , in thE indEX tor retail 

tood prieta by ~. i n thE Board of Trade index of wholt ­

ealt prieta by 7~, and of wholesalE food and tobacco 

prieta by ll%, haVE naturally rtctiVtd wide comment in 

ViEW or tht GOvernmEnt's avowed policy and many measurEs 

to restrict thE rist in pri ces. 

lltanwhilE sterling has dtpr tciattd by 14% and the 

inortaatd costs of rrcigbt and of tht compulsory war risk 

insurance of commoditiEs wert both felt with t heir full 

1mpnct in thE first month of war and will doubtless remain 

relatively stablE , rather than abruptly rising coste . Th£ 

importance ot the cxohangt and sta- bornc trci~t faotora 
1a 
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is indicatEd by thE fact that whtrEaa food pricEs rosE 

by 11~ prieta ot goods mort prEdominantly homE producEd 

rose by much smallEr pErcEntagEs, E. g . tucl 1%, bull ding 

matErials 3%, manufacturEd articlEs gEnErally 2%, whilE 

basic and intErmEdiatE industrial materials, mor t largEly 

imported, rosE by 7 and 9% respEctively. 

Except tor thE Exchange factor thErEforE thE incrEasE 

is apparEntly not duE to monctary cn~aEa and inflationary 

processEs cannot yct bE h£ld responsiblE for thE rising 

coat of living. NEvErthElEss wagE agrEEmEnts which pro­

vidE tor incrcasts on sliding noalEn based on thE cost of 

living indEx form thE basis of wagE agreEmEnts affEcting 

an estimatEd million and a half workers whosE pay thus 

automatically incrEasEs . AlrEady wagE incrtasts havE 

bEtn announcEd for workErs in th£ cotton, wool dyc i ng and 

fini shing, elcctr1cal and mining industries and for rail­

way staffs . ThEsE increasEs must in timE increasE gEnEral 

costs and tbcrcforc provide an impulse to the rising spiral 

ot coats and pricEs . ThEy nloo increase the purchasing 

powcr of a class of workers l argElY untouched by di rEct 

taxation and less givEn t o providing savings which tht 

GovErnment cnn borrow . ThESE sliding- scalE wagE agrEE• 

mcnts arc a hEritagE from thE 1eat war which was financEd 

to a high dEgrEE by inflation and they arE therEforE 
definitE 
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dtfin1tt m1sfita in thE present financial pol icy. They 

are , however , t oo firmly tstnblishtd to be throvm ovEr 

now without grovE social difficultieo. FurthermorE , 

although thE workErs covered by ouch ngrttmtnts constitutE 

only about 9% of thE employed population their automatic 

wage 1ncrtnsts will oct us a ot1mulu3 to ~age incrtasts in 

other trades . SomE ~agEs art oloo regulated by sl1ding 

scolta booed on thE prieta of tht induotry'a products -

e .g . in th£ atttl industry, wherE approximately 170, 000 

workers will bE nfftettd next month Tthtn ot££1 pricEs 

will bt incrtootd . 

'rhus thE first hE<~vy incrtOOE in thE coot of living 
upward 

is Uktly to bt followEd by o. furthEr/trEnd in spitE of 

the carefully drafted nnti- profitttring bill now beforE 

ParliOl:ltnt, Qovtrn.'l'.tnt pricE fixing and control of most 

Essential foodstuffs nnd r nw materials; the r<~tioning of 

gasolinE, coal and certain toodatutfu ; and the GO~Ernmtnt ' s 

nvO\•td policy of prEVEnt i ng unntctso<~ry pricE incrtnsts 

and inflationary trEnds . Tht upward trend will probably 

bt o.t n olO\"IEr r ate than in thE first month but thtrt 

attma no reason to expect th<~t it will not occur . 

The wholE question or pricEs ie now receiving con­

aidtra tion by n spEcial committEE recently appointEd on 

Which thE Trtnsury io heavily rEpreSEnt ed. It io re<Lliztd 
t hnt 
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that somE incrtasta in thr prieta of tsatntial foodstuffs 

and othtr products EntEring lnto tht coat of living art 

inEvitablE in spitE of thE various mtasurts taktn to kttp 

thEsE prieta as stablE as possiblE . I gathtr that thE 

policy now EnvisagEd is to kEEP the taaEntials ot lift at 

th£ lowtat and sttadi tst lEVEl poaaiblt by broad Oovtrnm£nt 

control, including absorption of aomE of thE incrtastd 

coat , bulk purchasing and rationing, whilE allowing pricEs 

ot othtr products to find thEir own ltvtl within thE limits 

or tht anti- profitEEring bill . This committee rtalizrs tht 

dangtr (pointEd out in tht last paragraph of my 1926 of 

Octcbtr 14) that thE mainttnanet or low atablt pricEs for 

tasrntiale may ttnd to frEE purchasing powtr for indis­

criminatE Exptnditurt on othEr classEs of goods which may 

WEll stimulatE production of and speculation in non­

E8aEnt1ala unlEss thE surplus purchasing powEr 1s pErsuadEd 

or forced into savings on which thE GovErnmEnt can lay lts 

banda . ConsidEration is bEing given to mEthods ot stimula­

ting aavinga, and othtr mtana of dtaling with this dangEr . 

ThErt art also broadEr quEot1ona in the British Oovtrn­

mcnt •o prier policy which I havE Endravortd from timt to 

time informally to suggEst to oftioials in thE British 

Treasury . It stEms to mt that thtrt ia a danger that thE 

Britioh Government will ust ita dominating purchasing 

powtr 
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powEr in world markEts not only to &fftct tconomiEs 

arising from Effic iEncy and thE cutting out or scarcity 

pro£1 ts but nlso in suoh a way as to ho.vE a dEflationary 

Effect in thE impor tant world markets which mny wEll in 

thE long run bE dEtrimEntal to British intErEsts as wtll 

as to thE intErEsts of EmpirE and nrutral raw matErial 

producErs . ThE outlook of many or the bus1nE3S m£n who 

haVE bEEn chOSEn to carry out thE purchas i ng of thE British 

GovErnmEnt ' s rtqui r tmEnts is commtroial and thEY naturally 

tEnd to buy at tht chEapEst pricE obtainablE unawarE of 

thE lons-tErm implications of such a policy. 

KENNEDY 

CSB 

,, . ~~ 
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THIE SECA£TARY OF" THE TAC:ASUAY 

WAaHI IIoiOTOH 

At our conference ln your office OD !ueedat, October 24\h, 70u 
uko4 for lnfo,....t1on. roca>"d1D« certain. Can~IAII 'buld~~t~ laotl tutlon.o 
ho•lng branchoo or aceacleo Ia llew York Clt7. 

:.15 

I .. at\achi~~t~ hereto (1) -raadua chl~~t~ tho -· bo•e offlco, 
and OjltRCT a44rooo Ia Jew York of tbooe C.....Uaa ln. at! tut1oao ao• dol~~t~ 

botlnon ln. low York; an.4 (2) cop7 of Section. 27 of tho In York Ba:>ld~~t~ 
L .. ohlch lo tho port1aen.t ooetloa to p-aatlag llcoaooo to forelp 
corporaU one. 

!bo 3uporl n.ha4ont of l!anko in Bow York trTo to oatlof7 hiMolf 
that aaone:r "''Plleotlon.o fr .. foroip buko coM fr .. oouD4 ln.oU tutlon.o. 
Et go to a otatt .. nt troa tho head off leo alld ho ehocko w1 tb llo• York 
blollk1 to 4ettra1ne tbi • · :J&c::,h .,;enc7 i t •~1Dt4 once a 7Mr to d.eterwiu 
tho aaoun.t aa4 character of Ito llabllltl oo. A«oncloo of forolp ban.ko 
do not accept 4opool to but tbe:r do acquire 4obto arloln.s out of eo•orelal 
tranaactlont wbicb in eo•• caeee are al.oat 1n41tt1n«ul thable froa 
deposi ta. Tb,ra have been recent probleet 1n conatcUon ltitb Pollth and 
C1oeh banko a~~4 tho oxaalnat lon. an4 ouperY! olon. l o ~QinS to bo tlghtonod 
Up. 
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Oc t ober 26, 19~9 

FOil THE PRESIDENT 

new York agencies of Canadian banking i netitutiona and 

their addreeeoa as given 1n the latoat annual report of the 

Super intendent or Banke for the State or New York are as 

follows: 

l:AWE LOCATIOll ADDRESS OP AGEliCY 

Bank or !Jon treal l!ontreal , P . Q. 64 Wall st. llew York 

Bank or Nova Scotia Halifax, N. S . 49 lla ll st. !lew York 

ConodiiUl Ban k or Toron t o , Can11da Exchange Place and 
Co.mnerce H11nover St . llew Yor k 

Dominion Bank , The Toron to , Canada 49 Wall St. llew York 

Royal Bunk or canada l!ontreal , P . Q. 6fl William St . 
New Yor k 

The pertinent sec t1on of the New York Dankin8 Law is 

Secti on 27, a copy or which is attached. 
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Lieenoco to foreign corporations 1 r&nen.l 

Upon receipt by the superintendent troll &n)' foroien 
corporation or &n application 1D proper form tor leovo to do 
buninoos in this atate under tho provision• or this chopter, 
he ohBll , by ouch iovestil;ution u hB m&y doo11 nccoosary, 
ratio!)' himself whether t ho applicant may safely be perllitted 
to do bueinoos 1D this state . If tro11 ouch investigati on he 
"boll be Batisfied that i t i a l!t'.fo ond expedient t o grant 
ouch application and it shall have been ahown t o hie Batis­
!.otion that such applicant may be authorized to cngaeo 1D 
l:>•r.inoso in this state purBU&nt to tlw proviciono or this 
chapter and hes eollplied with all the requirollCnts ot thio 
c~"'pter, he ahall issue a llcmao under hie hand &nd the 
orf1c1al aaal of the deportpent authoriziaa ouch appUe&nt to 
CArr)' on such busioess at the plo.eo dee1gnatod in tho license 
rnd, it such license is for a Ua1tod tiM, specit)'ing the 
<ir to upon which it shall expire. Such lic&neo oholl be 
executed 1D triplicate and the ouperiotondent shell transmt 
ono copy to the ap;>lle&nt, rue anothor in tho otrico or t he 
dcport nont and rue the third 1D tho office of the clerk of 
tho county 1D <lbich is located t ho pl.Aco dosienated 1D such 
liccnoo. \Thcnever any such licenoo is ieouod far ona year 
or loco, tho superint endent may, at t he expiration thereof, 
renew nuch license for one year . 

Hew York Bfmk1ng L6W 

:77 
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Oo\ober U , Uilt. 

DIU llr. llooaU'-.1 \Ill 

a.rueaoe la -· to \ be aubjoot 4la.,.._ l:o- D eu -
Do,_r:z>ODU \ho pao\ f w """' -J.T, \Ito o\a\u o t Tnuou,. .. _ 
ooolll\1 ... abroa4, putlftlarl.T \IWIM MltlJlc h .. 4~unora la '"""· 

Aa rou BH • .., ... , 111'. l oU 1s tho on1t otf loor la tbo Traeoi&J7 
OfiODhoUon In Frllllco 'IIIlo a\ prooont onj (l¥o 4lp1onotlo •hto~a, l.ll4 lo 
lho booror or e 4lp1ceat1o paSipOrt. 

!be "'"* or tho .,.... • ..., O.~artcon\ roqulroa \hot nr1ou 
~ora or •~• st3:! 1D Frenco tr•••1 OU\31~• tho l t.\t o or tb•t ooUDtrJ. 
!II- aen he .. t oen uporlocolnc aor1oua 4lttlclll t1oa l c u t i .. wah 
l n .. l ~••••co c~ \Ito! r l ock ot cro4ctlala anti U1 .. "'• t o 4lpl-t1o 
prh1 l ocoa . !bOT ban osptl'lon- I'V't1olllar UlOT• la tn .. lLoc to, u4 
•rtlac lo, 81JUaa.laD4. 

In Grill' Clot \ho wort or Wo ~nt M:/ 10 01 o1\h \U 
l MI\ potdble -.b&l'TGOa&.el:'t, lt 11 Wf1 recoc;.ec4a\l01l \h&\ ., 11&1\ thHI 

ropi'MOD\aU••• ot \he "-""", Ia o44Uion to llr . WoU, be ct•c tho 
IIUua ot Aaetnent Troe•U%7 At\oobo , olld bo oo rooosnho4 b7 tbo Pronah 
OOYt l'lllloD\. Tb1a woul.4, 1 IID4or a\on4, 1uo1" our S\oto O.pertaont u4 
a.buor •uu:o\1Do1"4 tbooo 1D41•14110lo to the ?ronoh Fol'el.P Ottlca, u4 
alae wou14 Olltlt l o \ boao • .., \ o b- 41pl .. t1o pollpOr\a 'llb1oh, lo .....,., 
~14 NOI1TI dlplOIU.tlG Yll&l trca foroig;D t"OUA~J"ill. 

Once t bla QUMUOII la 4oo14o4, ad I oca1D ...... thot 1t ... 

li" D M.Pl.r ud taYO:~l• ooc.at4ara\loD• 1 lfill ia!Ol'IL you. ot tba .-. 
- tho TrooOI&rJ 4oslroa to 4o01poto . I - - dac1&111,1 \Ito qaoot1• 
or par-nol rooaltloc rr. \Ito ...natl o4 a\otua of t ho aanral Troo<NI7 
ottlcee abJ"'a4. 

Aaauring you ' h•' 1\ 11 rq 11Duine de• tn to cooperate Yitb. 

1111 Doportaon \ ot Sta\• u4 1U Jorolp S•n1c• while andea.on .. to 
t ooll\ toto tbe hall; ot II¥ .., ott1o .... outa14a t be 11nUe4 Sh\eo 1n 

•&1'171111 oa 1:he cc.mon wort or ou.r oo•er.•'• I • 

... G .... e I . llaaaerei th, 

.loa.. Iotan t aoorotur ot I \a \e, 
Obl .. toa, D. C. 

l'lr Cocbrl.ll 
118/b~b 

... Jt 

.. , 
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Octobor 26, l 9J9. 

J.!E'l<RANDllll 

TO: Soct"' tary l.!or:;enthau 

Fi!Cl.: !.tr. liastcn 

ll.>vy notified us toda;; that the;; are rlt.'W'Olft'in& their 
c!es ~ro:1lrs !roo the Crand !la"lks patrol and Jieldinb c=nd over 
t:.is enter;>rise to Coast (lmrd. ;te have !lad tour cutters assls:ned 
to ~t.o pAtrol :meier ::av;r direction - CA!.!KIELL, Bl33, !Wm.'!O!I and 
:r.:..::::: - caintd.'lin& two s!lips on assigner\ patrol area at all ti.r.es . 
::'"~ patrol area extender\ !!'0:3 approxil:latel;; .)(10 ..Ues ..ut of C&pe 
Co<! to Approxinlltel;; 700 oiles east, eac!l ship beinb aosigne<! a 
"'ctantle 100 alles east to west and 200 cllu north to south . Our 
cutters havo been on the outer:nost stati ons, that is, SOO to 600 
ond 600 to 700 clles out. AlthoUGh discretion as to the patrol i s 
l•N. enUrel;; to us, Adtliral Stark &ave it as his opinion that it 
~•uld not bo necessary tor us to a.ssign additional cutters to the JI....J.~ . 
project, since aside troa the CITY OF FLI~i'l' oocort ond ~ho IROQUOIS a...<" ---y 
incidenU little of moment has occurred . In nddition we need tlle 
ot.'1er ~wo loreo cutters in the Atlantic - the U;Ql!,\1.! and SPENCER -
ratr.o r badly tor inshore patrol. 

i!onco, it h proposed tentatively to rw.intain patrols over 
neo.rl;; the st~::~o area as before with tho tour cutter• alone, probabl;; 
w1denino tho patrol .area assigned to eac!l cutter . It can be assw:-.od 
t:"llt the re~ar coa.stal patrol rlll take care o! tho area up to 300 
niles out. 

l:%:>edi.ate dire~tion at t'he cu tters on station w1ll be 1!1 the 
:o:lior co:r.andin;; officer under the Soston district coor.ond· '!'he 
~estroyers on station are starting back todaY· 

.. 
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TREASURY DEPARTMENT 
:eo 

INTER O Fl'lCE COMMUNICATION 

DATil CleM'- ., 1-

TO leOro\alfMorpatMa 

,..M f . J , Wll!r 

119 n··P'• 
Ofterilll IIIU'IIt' 

"tvl" ... ~ Prt•• IJ'lH ,.. 
.,.. .. '-· T/ tf> o.n 100 100. 11 o/.aa.u (llq 1, 1M2) o.n 100 100.1 1 ..... 

1" o.n 100 100. 1l al...._ 
o.'N 100 100.11 U/...._ 

o.'N 100 1/ 1 100. 1l 17/1 .... 

'·" 100 1/ 1 lOO.lt 11/ .... . ,... ...... T/ tf> o.eo 100 100., ,l ..... 
1-. 1, 11<&3) o.• 100 100.1 i/ ..... 

1" 0.10 100 100.11 11/.1 .... 
o.• 100 100.11 11/latU 

a,_, 
1" 0.11 100 100.14 14[QIIAa 

( .... 1, ltU) o.to 100 100.10 10/Qab 

o.• "7[ 1 100.14 11/ latU 
o.to "T/ 1 100. 10 14/ ..... 

J.-1/tll o.aa 100 100 •• • l ..... 
o.to 100 100.1l ., ..... 
o.• 100 1/ 1 100 •• ...... 
o.to 100 1/ 1 100.& 17/ ..... 

o.• 100 1/ 4 100 •• 11/ ..... 
o.to 100 1 /4 100.1l 11/ ..... 

laW ,...,._ .. - a., of ett.n .. of - laet tuM 110 , , _ 
- .. tiNa 11/ Qab .. 11/ ...... 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHIHGTOH 

Ootober 26, l''' 
: s1 

<n October 20th bids were opened for tbe suppl¥1ng of 1nmseten ore 1n q.-t1t1ea 
~ !rca 100 to 425 abort tona tor delivery r,o.a. oars o. s . Ar~ Gonon\l 
ll!!.ot. Col ll:lbua, Obl.o. The followi.Dg bi<\8 were reoe1ve4a 

{O...etio) 

llo<lll " ore oorp. 
.8!: ~ 'Zrading OOrp. 

{Fora1Be) 
Fan .berioo.n 1'wla'eton corp, 

{Cuban Ore) 
.tlh Cbans 'l'ra41116 OOrp. 

{Ohinaeo ore) 

9tWfl'In 

425 Short TOil8 
lSO • • 

175 • • 

• • 

RIICB PSR tllllT OP <XII• 
. TAl!!Bp TtnGSI!SD DIOIJDI 

$ 25· 00 
24·50 

18. 00 {Ex-duty) 

15.82 • • 

The enal¥cea of dcmostio oroe offered by the Motel & ora OOrp. and lt!.h Ch8ng 
Zl'lldl~ Oorp. do not ooiJ!P).y with the epeoifioe.Uona . 

lllll 1>14 of tho 1\ln .Amer1oan Tungsten corp. with doty' ot $6· .34 par unit added to 
ti» offoro<! pr1oe equeJ.e $24· .34 per unit of oonta.1n84 tungsten eeainet the low 
bid or lilh Cb.Mg Trad.1na COrporation on Qlinana ore of $l.,S . 82 per unit plus dot;r 
or $7.93 , or $2.3 .75 per unit . 

It ll O;q)eotad tbet a ro...._.,mation Ifill be Qllde tor the aar4 ot 425 abort tone 
or aunesl tqeten ore of appron-tel1 27, 000 unl. u of oontainad tungsten at 
ns.82 por unit , ex- <l'crty, amowrtlng to approx!JIIUeJ.;r $.\27.140• 

:be <l.r-7 Cll 27 0000 unite of oontained tungetan {Qiineae) Ifill amollllt to $214,110. 
<t1 t ho prov1ao that t be o. s. J.rmT DepOt at COl1llllbu8 0011 be des11!'l4te4 as a bonded 
l'oOraet oroa and this ore brot1ght 1n ex-duty, 1 t Ifill be possi ble to obtain the 
!'.Ill quantity ot 27 ,000 unite , or 425 abort tons . 

Prqrt ocuon w111 be neooesar;r 011 tbeeo aw&rde, as tho prioeo ottoro4 eXPire on 
Cotober 30th. 
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n·- ,. Bl .., •• 

,..,..uor-.. 
(-...s.) rezmz= ... .., .... _ 

uo • • 
l?S • • 

w •• 

a.oo (Ill s> 

lS.II • • 

Ill -.q.. ot ' ~. - GftWIWC -. t» ~ • are a.p. ... M "--I 
~a., ... - ~ .,. .... .,..u· ... -· 
.... et .. ,_ a.n- 1' ....... .,. • ..., el $6·34 .. -· ....... 
~ tftln4 prlee ~ -..~ ,_ Wilt et t '""!' 1 a •• ..,,,.. * :a. 
-., • ~ !l'lll1llc ~ • .,.._. - t~~ su.- ,. •• Jl• .., 
tf IJ.t), • sa;,., ..... 
!Ua 'II•- •• .-r• trtla dlllle ..-fer tlllll-" el W .._.-
tf-- t ... -- e6 IIIII* 1 7 17 27o000 Wllte elI , ,,.. .. 

lU-ll .. -·· .. 2 0. - "• .. """ 2 2 ., ~~ 
Ill-, • 27o000 Wllte til 1 7 •w C* •) lllll -' te *"'•11

'• 

Ia * Jnt1.- tM1 t11111 a. a. .., ..... • 0111- -lie 4eefs I 12 • a...,... 
~._,.taU - •••• Sa • 2 to, tt lllll lie ,.... .. • -.aa * ·-...-.-- .,.--.... .., ...... ._. 
::::. ~ llllllle a qr • ,.._ -"'• • t11111 Jl'lMS .,,_. ...,... • 

.,......,,.., a 
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Dictated by l!r. Lochhead over the Telephone 

The Wachnng Trading Corpora tion , With headquarters at t he 
\/ool~:or th Building in New York, is pract ically a one-man 
orcnnltnti cn with K. C. Li aa lts Preoldent. The tirm tor 
quite a fel< years has been engaged in brinGing over product s 
!roo Chino a nd in selling goode to Chino.. 

r. . c . Li is a vary Bl!lart i ndividual ; quite a well kno>m 
"11t'.n ln Chinese circles i n New Yorlt and is understood to 
hAve !'l'etty good connections back i n China. He has pretty 
good contacts, mora or less on a per sonal basis , and does 
not have the s t rong backing ot Universal. Mr . Li has a 
:ood no.oe in the trade and one thing la When be did Chinese 
buel ncoa before he had hi a t1ngera in it )ratty deep and 
"robably aade a good t iling or i t . 

•ben ~niveraal Trading Corporation was s t art ed, I know 
t:!l' t he wna probably quite Jealous that the bua1ness was 
-tven to Unlvoraal instead o! the money be i ng turned over 
to hls com~any. Tha t was probably pertect ly na t ural be­
c•use he t hought he had oore or leas or a monopoly on that 
tY~lB ot buo1neao, because , to be honest , he has been very 
activo for t he Chi nese . He still i s doi ng some odd ~ieces 
of thl\ t k i nd , be ing r egistered wl t h the State Department 
as a fir:o licensed t o exuort >~ar mat erials . He has a l ong 
establ1Bhed buei ness wh i ch was cut down oonoiderably by 
t 11c •Jn1voronl , 

I kno" cone or the peoDle 1n New York do not feel lOO% 
about dealings with him. In other wor ds , he cornea trom, you 
, 1;ht aay . t he old regi me . Ria connections are so~et1=es 
conoidered to be close w1 th the old roglt:e or the way 
buoincaa wna done under t he old r egi me . 

As r ar as i moorting tungsten, he has been do i ng sooe of 
th•t bueineas a t var ious t1oeo. llhen I waa in Depsrtoent 
c~ Com~eroe t hey brought uo his naoe in the same eonnec­
tlon -- tha t he is one or ~he ones Who brings 1n Chinese 
tun3aten. 

'.llten t ho new Chinese Ambassador oamo over hore , K. C. L1 
cet hi m and welcomed hi m and when he was sick be made 
arrangements t o uut h im in a hospi tal . ',/hen './arran Pierson 
>~en t over to China t or t he Export-Import Bank, K • C • Li 
1:ent ovor t h ere >lent around with him and entertained him. 
He also used to ' i mport wood oil, so in that connect i on we d 
oo,e in direct rel ati on because he i s one of tho recognize 
1rncr t ors so Un1 vcrsal haS some dealings with him because 
~:e put como 11ood oil out .through him. 
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P AR.t.PIIIWJI or TELIIJIW( RECEIVED 

nu>M: Aller1oan Eabaeer, London, England 

DATE: October 26, 19~, 8 p.a. 

110, I 2178 

FOR THE S!ORETARY OF THE: TREASURY. 

I have had talke with !lorman and with Simon. 

The bank account or t he Britieh will be opened in the 

New York Federal Reserve Bank. One ot the Canadian banke will 

be appointed t he British agent ! o r t he liquidation o r securi­

t ies, and tb1e agent w1.11 or couree center wi tb rcu. Con­

sideration 1e b eing given to eendlng Walter X. Vbigbaa or 

Robert FlelrlJ18 and CCIIIP&nJ to Amer i ca , pceeiblJ next week, 

tor the purpoee or makiJ18 all the arrangeJNnte and to dlecuea 

••1 th you tbie wboile matter. The cnlJ thing that m&J bold 

up Whigham 's appointment and aa1liJ1il that Whigham's wtte 

1a not very well . Arter ~ t alk wi t h !lorman one point 

that occure to me i8 that the Britieh are likelJ to 

aek JOU something like tb1e - in caee t beJ needed acae or 

the aone1 that lrlght be reallzable trom t he Ameri can aecurit1ee 

at once, and rorci ng liquidation or tbeee eecurltiee 18 not 

thought expedient tor the good or the Mrket or tor American 

econo~, could ther be g1Ten a loan neceu&rJ to take care 

ot their drafte until thaJ had t1ae to get t he ut t er ln hand. 

It ie ~ opinion that tb18 will be a very important que8t1on 

to the Br1t 1eb, and I am paaeing it on t o you eo that you 

oan 
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can be th1nlt1ng about the repl.7. In the 11et of eeouri u .. 

there are a great 11&!17 that are rea41l:r ealable, of couree, 

Rnd it may be that they will take care ot Britieh needa, but 

I t elt :rou might want to be thinking about it, eo that 

you would not be oontronted too auddenl:r with the queetion. 

When I tal.ked v1 th Nor~~&~~ I al.eo in tiaated to h1a that 

I would like to ha~e h1a relate to ae a l ie t of all the 

probleaa that occur to t hea i .n the handling of their bank 

account and the aeourit1ee 11qu1dat1on, and that would 

probabl.7 be aeked b:r Whigham when he ooaea to the United 

Statee. I will let you know at once 1f I can get th1e trom 

Norman, eo t hat you oan be reac!.Y when Whigham arriYea there. 

u:NNJ:Dr. 

1:.\:L'IIV 
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PAJW'HJIASE OP A 'l'U.IG1Wl RECEIVED 

I'ROll: Aller10&A Elobaaq, BerU.n 

DATE; October 26, ~939, 9 a.m. 

110 . : ~836 

Refer to Enlbaae:r 1 e no. ~2315 ot the a1xth, u~ t1110 , 

10 a.m. The 1eauance ot tax ored1t oert1t1oatee will ter­

minate atter the t1rat ot November, ae wae toreoaet by 

Reinhardt , the State Seoretaey ot F1nanoe, 1n a speech 

reoen~. A 3rd adatntatrat1ve decree ot the new t1nanoe 

plan ot October 22nd conta1De th1e deo1e1on. Slloh tax 

csrt1t 1oatea as have already been 1eaued Will oont1Due ~o 

be ueed ae l1lll1 ted ~egal. tender by ooamerol al. and ind11atr1al 

! irma wbioh are entitled to uae thea to pay tor torty percent 

ot bille tor aerohand1ae and aervloea, With the exception ot 

those goods that are exempted trom part14l payment 1n these 

oertitioatea under the new t1nanoe p~an'e original. decree 

Mii ad1Din1strat1ve regu.ationo. Under this decree the 

Uat ot goode tor wh1oh \ax oertit1oatu cannot be used as 

l egal tender hae been extended elightly to include docestlo 

oil ... de, hope, and potato produota; add1 tional. write-ott 

prinltgee oannot be extended t o the war surtaxes under th1e 

new decree. 

An exper1•ent 1n government tinano1ns wbioh was hailed 

ae a waatetu~ nat1ona~ socialist invention 1a thus brought 

to an end. 'l'h1a experiment wae hailed ae euparlor to prior 

proolduree 1n the Sohaoht era, but when p~&t into praot1oe it 

prond to be not onl.r 008t~1 • 1n U.e application to Ger-en 

bue1Desa 
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bua1nau , but 0011pl10&ted and unequal. 

On the aaau.ption ot their b a1ng retained tor an 1ndet-

1nlte period ot time beoauee ot the add1tionoJ. write-ott 

pr1v1legee wh1ab ware attaobed to their poue .. 1on, 1netead 

or their be~ ut.1lhed tor tax ~ta attar a .ontha, 

tax oert1t1oatea ot the t1rat tJps were neoe .. ar111 loJ:16-

term paper; the second tJPe ne medium-tar• paper. 'l'he 

erteot1Ye rate ot 1ntereet ot both the t1rat and eeoond 

tJPe ooneidarabl1 exceeded the intereet rata ot preYious 

1ssuea ot t he 'l'reall\lrJ. Onl7 adYante6e ot theu tax oer-
wae 

titi oat ee/that the1 taoilltated, at the expense ot ooneumera 

goOde intuatriea, t he expansion ot production tor goyern.ent 

purpoau, b7 reducing the 11qu1dit1 ot the tir~~e oo~~pelled 

to aooept tax oertit1oatea. In tbla 11&1 t he tir~~a were 

preYentad troa i~~pro'fiog or extending their plante or trom 

bi dding up the real wagea ot labor b7 1noreaalng labor tao11-

1t1ea tor weltare and recreation, thua ending the tued wage 
the 

law. Suab ends ware proaoted indireotl1 bJ/tax certlnilat .. 

procedure. Now the1 are achieved in a direct W&f b7 mean• 

or the tightened control ot wag .. and pr1cee and &lao b7 

the ar t1Jae regulat.lone oonta11l~ aa.-.ru rat1on1DS raw 

material and labor, In th1e regard refer to lmbaee1'• no. 

1200 ot September 19, li3i, i a . a., whlob wae repeated to 

the 'l'l'tlaeurr J)8partaellt. 
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··~ 
T REASURY DEPARTMENT ~ 

PROCUREMENT DIVISION 

WASHINGTON October 26, 19)9 

01 October ~tb bide were opened !or t.be ~ ot tunaaten ore 1%1 quntiti• 
~ trom 100 to 42S abort tona !or daliwr,r r .o.s • ....,.. u.s. ~General Dopot, 
Columl>ul, Ohio. 'D>e tollow1llg bida ...,.. recei.....ta 

BIIW\ 

llelll 1r Ore Corporation (OC..atic) 
lab Olan& Trad1na Corp. ( roreip) 
i'iD .t.oorio&D T~>.nC•tan 

Corp. (CUban ore) 
lah illln8 rr.dJ.na Corp. 

( Ch1neM ore) 

ma!!!"D! 

42S Sbort ToN 
lSO • • 

175 • • 

42S • • 

PRICE PER UliiT C6 a.­
TAiliiD 'llOOS'l'llll pmnm 

15.8:2 • • 

l!le ~ .. or cl0110atio orea o!!eracl bT the lletiJ. & Ore Corporation and Wah Chang 
!'rld1ni Corporation clo not cca~ llith tbe speo1t1cat1ona. 

!he bid ot tho Pan American Tunpten Corporation, with clut)' ot $6. 34 per unit aclclecl 
to tile orr ..... cl price, equala $24.34 per unit o! contaiMcl tqoten againot t.be low 
bid or Wah Chang Tracl1ng Corporation on Clrlneoe ore o! $15 . 82 per unit, plu.o dut;y 
or $?.93, or $23.7S per unit • 

.In •ward haa, tbere!ore, been made toclq to t.be loweot b14der, Wah Chang~ 
Corpontion , tor 425 abort tooa or CbinMe ore, cr appro:dllatel,y 27,000 unite ot 
amt.ainecl tunpten, at $15 .82 per unit, daliwrecl to the u.s. Anlr General Depot 
•t Col.U.. , auo, llbere it w1ll be atorecl 1D bene!. 

It • recant purcb&M o! tana•tan -.c1e bT the 11&,.,-~t tor dali....,. at 
Jn Tori< the7 recoi'I'OM! a bid !or $23. 68 per un1t 1ddcb 1Dcl..s.d clutT, u cc.po.red 
to $23.?5 l..t>olnd!"i clut;y otterecl to the Prww =~ DirlaioDo 

!oenor, the bid o! $23.75 to the ~t D1rlaiDD inoludeo trei&:bt !l'Ca 
ln York to Col\llbwl at the rate o! $ 8 . 80 per • 

7 • 

J 
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J!lllll.l"""'' 101 'IIIli SICU'fll.lt 

~ 
IIIW. . Oro CorpcnU... (ne-Ue) 
Sill a.q tra41nc corp. (fonlp) 
"" .IMrlcaD !lmpt.e 

~ (cabul ora) 
llh Clllnc ~ Corp. 

<~-> 

WArT'! 

175 • • 

42S • • 

l'tiCi Pill IIIIT or Qllio 
DD'P Wp!ll plO'J!I 

lS.a:l •• 

l!lo lllll,yMI of ~Uo orw ott- liT the .. tAl 6 ora CorpcnUon and..., Cbaz1c 
!ll41ng eo.,.,.-uon do not ~ wU.h the epec111oetlone, 

l!lo bid of the ...., Aarican T1mpten OOrporaU..., 'lith dllt7 of f6,)4 per ual.t ad<W 
to tilt offend prtoe, equale 124.)4 per unit of ooataJ..oed t.ptec> ap1Mt the leor 
bid ot 'll'ah ChanG rr.dinc CorporaUon on "''" ore of W o82 per llllit, plua 4ut;:r 
o! $7.9), or $23. 75 per llllit. 

1.11 •....s hu, therefore, bee- Wclq to the lowet bi<!Mr, wah C2>a"8 ~ 
Corporstl.on, for 4as llbort tea. of ~ ore, or appa •• tel.r 711000 llllitt of 
OCIII&lntd twlptfa1 at SlSo82 per llllit1 claU'NI'Od to the U.3o .Lnlr GeDer&l Depot 
at "'!..,..., c:t>.1o, ...,.... 1t wUl be .t.oncl 1a bond. 

Ill a '-Dt ~ of ~ - liT the ....,. D11pU1111at tor claU_, at 
11ft ton UloiJ -'1114 a bid tw $23.68 per llllit 'lll1clb 1Dclds• c~~~V, as ......,...... 
to $23, ?5 1llolud1ac st;:r ott- w u.. rro t Diri.eioL 

....._, the l>id or $23.75 ""u. ,.. c t Dinei.GD 1ao1..- lfticbt r.... 
low ton to Colau- at the .... off s.oo per tta. 

Diraotor of ,..,...._t 
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Stcrtt~ry of StatE, 

lhohington. 

2179, October 26, 

.'C:~ TREASURY ?RO" BUT1'ER' oORT'' • 

PLUII 

London 

Dntt<l October 26, 1939 

Rtc 1d 2 :51 p .m. 

1 . A boar d o f Trn!t ordEr i ssued todny prohibits thE 

i'1port:>tion , t xc cpt undEr licEnce , of silver bullion :.nd 

forei gn silver coin, Thi s sttp, accord ing to the f ina ncinl 

col ur,m of tht TillES , "h~s prEsU111llbly bttn promptEd by the 

knowlcdue thct thE l ' rgc mc.rgin r cc cntly shown by tht 

London forw".rd pr icE ovEr thE Nn• York prio c combi ned voi th 

b1li ty to obt: in Exch:.ng t in thE fr et marke t of ti Ew Yorl< :>t 

nt;r the off1c1 ~1 r~tE , hAvE ltd to t ht arr~ngtmcnt of soc< 

~oder,te shipmEnts to London from "ew York , Appllc'>t i ons 

to tht ·uthori t ies here for for eicn excb..,ngt for dollnrs 

to D'J for SilvEr i mports MVE not been f • vor'lbly rECEiVEd 

1''h1lc tht ::>.rr ~ngtmmt of exchangE f"oilititS in t hE fr££ 

r.1.r l.o'et 1n ll~:w York h~s clEarly cono t itutcd " sourc E of 

lt·.k ,;oe l n the Exchang E control , 

2 . ThE city havi ng long EY.pto~td ~ r Educ t ion in the 

b nk r .te w· s h:!rdly surpri sed whEn 1t woo :,ovtd to 2 p tr 

ecnt todly t~ith littl E EffEct on g1lt- td8td pr icEs , w:.r 

lo!ln 
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. .. 
"Cl _.., 

· 2· j217S, Oetobcr 26, from London. 

lo~n closing ot 92 thE hEavy dem:md for Trtnaury bills 

· nd thE Expcotc t 1on of o bnnk r otE r educt ion had dEprESSEd 

Tr t~oury b ill r r.t ts to 1 5/8 pEr ecnt for Jenunry I!Ultur ltiES 

and l 1/2 per o tnt for ln t c DtcEml:>Er IIIQturitl ta by 

yesterday ao that r a tEs wErE Evcn further out of lint with 

b n1; r otc t han <~t l ost WEEks tender when thc overage r ::.t t 

. ,. pounds 1 . 14 . 3 . 39D. Tomorrows tender i s tor pounds 

55 :ll l llon which is pounds 5 million mort than for thE previous 

wttk end if ollotmcnts erE i n full t he tender issue will 

incrcas c by pounds 19 mil l i on. 

~ . ThE Bonk of EnglQnd rtturn rcvcol~ yEt another 

dccrc ·sE in the notE e iroulQtion of pounds 3 . 2 mil l i on, o 

s l1s ht 1nortosc in public dEposit s by pounds 564, 000 to 

pounds 121 573
1
000 combi nEd wi t h a omall drop in GovernmEnt 

sccuriti re in thE bonking dEpQrtment by pounds 1 . 5 million 

to poundo 106 million ltft bonkers deposits practically 

unchcnged a t pounds 116. 7 milli on a s eom~rtd with 

poun~s 116. 3 million o wEEk ago . 

KENNEDY 

!!Ttl 

Regraded Unclassified
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AnnOtattona to Accompany the Chart on 

SE LE CTED ECONOMIC IND I CES 

I N THB U NITED S T ATBS 

DUR I NG THE WORLD WAR P BR I OD 

Regraded Unclassified



Septubor 5 - lZ 

!'ltl~tUt and P.lli.!!. 

Aooaooination at SaraJe•o. 

Out bree.lc of war. J.merican pro­
clamation of neutrality. 

Battle of tho Marne. 

!!'he outbreak or wsr deepened the already exht-
1~ c!eprenlon . A pronouneed buainesa reviT&l com­
"'''"6 In December . Exports fell oharply in ~at, 
b-Jt 1Dcreaae4 rap14l;y thereafter. 

Co:=odlty prtcea were ot lov lovell throuehout 
:~ 7tar except tor a br ief apeeul&tl•e rlee ln Aua­
u.u L,d S.pttzber . 

Seeu:-1 U ee 

!'he war crllla closed the prtneipal. atock ex­
c!\ancn or th• world. In the U. S. high-erode boad.a 
hold up better than ot ockl in the first da,yo of t he 
vt.r crllh. On JUly 31, the II. T. Stock ltxchanae oua­
t:<n6o6 bustnua, under pro n ure of wholeoale li<tuida­
Uon of securiti es on foreign account. Tr&dlng va,e 
rtt'J!Ied on a reetrlcted bade ln bonda on November 
~ . ~ in a t ocko on December lZ . On December 14, all 
t.Ajor rtt trlctlone except mi nimum prl e:ee wer a re­
:.3nd. f ollow tnc the reopening, there wa.e no extenlive 
liq,ddation of torei&n IICW"itiel N h&d been tear-eeL 

louz 

On tl:.e outbreak or war. fore lp w1tbdr&'f'a.l e ot 
f'lltta fro= the U. S. eauaed a rtolent 1ncreaae 1D tx­
·~~· ratu ( oterl1nc' reached a pee.lc of $7 on .WCU•t 
I) &!A a l arce outtlov of cold., oorlouoly roducinc 
't~ rf'le:Ttl . C-.11 money and eomaerctal paper r a t et 
•.t~t up. Z.:erceocy currency- vu tssued und•r the 
.U~r!ch-l'reelond Act and " gold pool vu ton:~od b7 
lu.dtq bfi.Aka . A =oratorium. on billa of exchange pro­
clat~S~e~ by Great Jrttain u o1 A:ugutt 4 , lasted thre• 
:.onua, 

At the end of October, tore1p exchange rntet r ·e­
turned to nor:r.o.l :in november the gold outflow ceased , 
~ by t~e year-end ahort-term money r~te t had re­
~'.trted ftlf!IOt t to pre-cr1ai a levela. T'he nP.WlY eata'b­
hl-.td ?ederal P.eterve banlce begao operattona OD Nov­

::,:tr 1.: , 1$14. The Act low~red m.ec:ber bMk reter•• 
·ftt'tir•-:-fnts . eontrl'butl na towardt ea.a1er credit con­
o!h 1o:n , 
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!lU 
ltp!ti<IL!It Datel 

Y.q 2} 

Jtmo ' 

la.t h.f!ll and Prtcea 

Luo1 t&Dia Rill<; toll"""- ~ a 
loac Mrioo of dipl-tlo ...,t .. 
vith o.....,. 
ItalT oatoro var. 

Jr,aa ndpa u lecntarr of 
State Sa dloapa .. at vith YU­
ooa1 o poltc, tovardo the otrlct 
aaiatoaaaco of ...utralltT. 

!ueh1e11 underwent a tre•n4oua ezpe.Daioa., c:on­
tlct4,bow .. or, to var 1D4uotr1oo uatil t bo laot third 
O( tbo 7"&1'. The dollar Yal..- Of ll<porto 111 1915 VU 

~} percoot larpr tbaa Sa 1913 (the pH-war hlcll). 

Co.oo4HT prlcoo becaa to rho Ia tbo l aat qur-
ltr. 

ltcurltloo 

t!to Loll4on Stock hcbaaco roopo»d on Jo.DJJArT lj, 
Ia \ho u. s.. hlcll-crad• boD4 prleoo, attor • and 
4ocllno, 1184o a coc4 n cOftrJ tovardo tbe ,.....-.DA. 
ICtal- prlcoo for otoclto, oUU In ottoct at the TO&r 

optolQC, voro ropoatodl7 lovorad Sa tho oarlT -t.h• 
\o oolotaln trM!nc aa prlcoo docltnod, A pro~~DuaCod 

rnhal Ia March led t o tho naoTal of all rootrlo­
llo•o oo 4prll 1 . !beroattor otoclt Taluao ozporloacod 
a trnendoua uptwinc. 

Ia September, t he Aaclo-heach loaa of $500 all­
lloao, ropro .. nunc tbo l arpot oua .,..r aalto4 of .l.a­

tricao ln•eatora t.n a etucl• otterlzte, wu noate4 tn 
r. r . 

.... l 

tile cro41t otrlnpnc1 of 1914 vao replaced bT 
IArndly taty mo..., condl Uono ao cold tnt love 1D­
eru.ee4, cr•atlnt u ple exc••• reaerna. Mou7 rat•• 
:re lov t hr""«bout tbo 1•ar. Iter line vaa voot, 4o­
llotoc to $4. SO I n Soptoabor. 

·· ~-~~==;;;t;;;;~ 
IUP" 

... f---+ ... 
'" 
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Tebrur ry 21 

Mal' }l 

MY 1 

Dtct~ber 21 

Dot .. 

:S.c:tnni~ ot Ger111an ottonlln at 
Verdun . 

Bat tle ot Jutland. 

Beginning ot Allied ottenol•e at 
the Soue. 

Wilton reelected -- principal 
ittue . "He kept ua out o f ve.r . • 

Secretary of St..te Lanolnc varot 
Unl tod Stetea near to var . 

ladu•tf7 'boome4 . Corporate net i ncome vaa luc­
tr t h.atl lc &Jl1 pr•rtoua 7ear, NJ.d lar~r than i n aq 
t":lbaequent 7 011r1 u eopt 1917, 1921! arul 1929. !l'h4l dol­
lu Yllue or oxpa•·to IDCreeoed 5'J percent onr tlw 
prtco4IO« year . UDllke 1915, a larce part of tho In­
''"'" In 1916 wao due to higher prleea. 

-~ . 
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.........Wk.-do ..... ·-
..._, '-. 

• ~ """' Gt.o. -.....o.d -
Commodity prlcea roee taster than in en1 ot her •• 

......... _ 
rur or the vu or poet-va.r period. 

Securl tha 

In the f lrtt halt-year all elo•••• ot teeur1-
t1u, "'hUe Nl&kinlnc at hit;h lenla, lhowed eome 
\'etkneu , appnrefttl 7 due both to peace rumor t and to 
llllll<otlono that the U. S, might enter t ho var . In 
n.o leu half•7ear bond prl ceo otrencthoned. An up­
• &rd r.lrre ot etock pricea be&inniD& A.~t " " ' re­
""'4 lo Deeeabor 1>7 peace talk and by Lanol~' • 
"&rr!1 "' that the U. s. vaa neu var. hteual•• tor­
oleo l ell4tac aarl<t4 tlw year. 

X.uL 

Ba1lk loano trpo.nded, aoney ratot oUtrooe4 arul 
ll(!t u ruerTet declined , deepi te .tu.rther l&rC'I pld 
lo!lovo, '1'111 7e4eral Reoene Board aade propooal• 
tor concectrnuna &Old in the ReaerTe banke, tn order 
to acqut re 'better control oTer credit. In loTe:=ber a 
!eune Bo•rd tttLtement to member b&nke cftUtioniac 
tllto ~~&olnat t.Ying up tllolr reoourceo in toNIICft 
I'"'' le4 to tho vitb4r...,al ot "" lloue ot Brl tlth 
lAI1 Prencb ehort- t enD trel'-IW7 note• troo the N. T. 
l>'l:'l:., · Pt£41>& ot Sterli~ exchange bepn In !(arch· 

.. ..... 
" C.11 Ntlltttwy R• \AI• 

• 
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TobNIIr1 3 

JWC~ 15 

lprll 6 

Octobtr 3 

SoTeabtr 8 

U.S. oeTero rel~tlono wlth O.rmaDT, 
toll owl n& a........ ~ounce•nt of 
unreotrleted oubmarlne w~fare. 

Ruoo1~ Osu e.'bdiee.teo . 

U. S. entere war . 

V~ Rennua Act ~pprond. 

BolobeTioto gain control in Ruoo1a. 

lllcb ve.r act1wlt7 prenllecl. 7u.ol ohortac• ~ 
!n1cht con&oot1on beCN~e acute tow~ t he )'O&r-elld, 
1tTerfl7 cur t allln.t: 1JI<\uotr1~ output. 

too:>odlty pr1ceo lenled ot t in the aecond ~t 
ot t he year, after OoYtrmaent price·-ftrlng wae adopt­
ed ln A~~&~~tt. 

Securh1u 

Blgh-srado bolldo, vh1ch at the besiJIJiin& of 1917 
otood •• hl&h 0.1 111 Jlll;y 1914, turned down ~tor Jan­
'"'1 ond loot around otea41lt throushout t he ;vee.r. 
J.!ter June, atoclc pr1cee d.eelinP.d at a rapid pe.ee un-
111 the year-end. Poao1ble betoro 111 the decline of 
all aecurt t7 prieta were: Increaaed c:oata, OoYern­
::ect pr1ce-!1xtac. exc.eaa-profltl t axea . and Oonrn.­
~.o.t ~rrwtn.c. The tald.n« OYer of the r&1lroa4e on 
ll!ceahr 27 . acco=~·d b7 • Oonn>lMJlt cuar~t·• of 
lxo:e, led to ~ upw~ apurt in otock prlcao. 

U. S. Oo•trDMnt boDd la11U81 were u tollowea 
11m Llb<trty Lo~ Cam~p. Mq 14 - Jut» 15, $2.0 
bllllono at 3-1/2 percent (wholl7 t&Jt-ex•pt ); Secoad 
~btrty Loan, October 1 - 27 , $J .S billion• at 4 per­
etnt ( pr.rtl•ll:r tax-exempt) . 

Xoner 

:toney ratea roae e.D4 exeeaa reaer'f'tl decltoed •• 
• retll.lt of fUrther cre4i t exp=eion ~d sold out-
now, , A eol4. e xport e•be.rao vaa 1mpoaed on SepteiD-
ber 10. Amtn40>enta to the Feder~ ?.uern Act, June 
21 , C')n:ttntrn.ted cold reaervea in Reeerw bADlcl an4 
"urthtr reduce4 IDtm'ber bank reaerTe require:ente. 
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1Woh2 

IWCh 21 

l'JlT 1S 

)J.a i c l ll and Prl CII 

~ooo-Oeroan ! roatr of lroot­
Litonlc. 

OUII&IIO bocill final 4r1To Oil 
weatern front . 

Bec1nn1DC of final .t.ll1o4 
4riTO , 

.l.r!l1ot1co . 

A!ter roconr1DC t o 1917 1onlo, 1n4uatr1al ac-
11rtl7 W>dorvoot oooo 4ocl1ae. 

Co.o4i 17 prieta cont1JIIl84 upwar4o. 

Secu.rl tha 

lloD4 pricu cont1JN04 4- ar4 until t ho U.h­
llce, whon a brief oharp rallr occurred. llea"7 ll­
qu14oUoo of Libor tr boD4o occurred 4urinc Decombor. 

In the ttock 11arkot tbo T1o1ont liquidation of 
1917 appeared t o have run ito couroo, !ho pri oo trend 
••• upword till tho Arm1ot1co. !be OID&ll tot al of 
tranae.ctl ont waa in •a.rD d cont r N t to the enormoue 
'"1""e ot 1916 an4 1917. 

0. S. Oon rAMAt bond. l aauea were aa t ollowa & 
l'lllrd LibertlLo"" Caoope.ip, April 6 - Kar 4, $4 . 2 
~llliooa at l/4 percent ( partiallr t -x•pt ) ; 
rovtb Libartr Loao Cup&ip, Sept011ber 2S - Oct ober 
19, $7.0 b1111ono at 4-1/4 percent (part1al1r tox-ex­
O:pl) . 

!!1.!& 
Call IIODI¥ I.D4 COIIZDerCl al paper r&t·l l 1"011 t O 

hich l tvela . llfll tl oc.al b&Dk loana on GoTel"DIIent war 
Pl~r shoved thelr &rea t eet t ncr eue in the laet (lu&r­
ler or 191!. Redlaoounto of t bo J'odoral Booern banl<t 
•howed o phono=• IIAl r ho thro\J&hout tho TO&r and clio­
count rate• were ralaed . On J\Jl.7 8 , t he Jederal Re­
Gen e Board laeued a etatement t o benka ealllDC t or 
the trad·a.l reduction of non-e ttent i al loant . '1'be rt• 
:foe ~( the f t dt ral R. terYe bankt acaioat t heir COG­
I .. ~ oo:ea &n4 d• pool to docllnod troo 85 percont OD 

4>' ll 7. 1917, to 50 percent on Yov•ober 29 , 191S. 
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gpitlcAilt Datta 

-zs 
s.-"· 19 
hdtlefl Md PrlCII 

Toroailloo Peace Troa\7 o11D04• 

Peace troa\ 7 roJoc\o4 by leoato. 

Tht yoor boCOA vl\h a olacll:oniDC ot iD4uo\r1al 
act1Y1t7, e-1 vartlma order• vera cancelled but t redt 
vert renr"d 1D the aecoD4 qv.art er. Price fixlDC 
ceu·.uu vert abu4oced ln March , except in \he caaee 
o! wheal 011d ~ar. 1919 vao a 70ar ot o\rilcoo , vhloh 
g ov to atr1ouo proportion• v i \b. tho a tool ot rilot in 
S.9Uober,ud the b1tua1DDUa coal etrikl in loT•kr. 

Co"""41 t7 price o ro eo. 

Stelr1 Uee 

Blch-crodo bond a contiDWid t o decline. 

!b.o pool...,..,. booa in tho otock aarkot pthoro4 
oooootua. Mo11.07 rootr1ct1ono in tho llev York Stool!: 
lxclll.o«t wore romond JODI>MT 211. ln J.ucu.ot Oroat 
Jrlloio roYOkod tho proh1b1 t1on ot i11p0rto ot toroip 
ncu.r1 titt. It oak price a roached a C7Cl1Cal pool< in 
Jon:ber &114 t hen broke ob.orplT. 

Tho Viotory Loan o ... poip, J.pr1l 2l..,j(q 10, ...... 
elude4 !or111Al war bor roviuc. Tb.io 1oouo cono1oto4 ot 
}Ji roor ootot , at 4-3/4 percent , parUall7 t u-o.,_ 
~~. 1otorco,..ortiblo with }-4 7oar notoo, a t }-}/4 
pereoot, vbollr tu-o,...pt,accrocaU~>~ $11.5 b1ll1ono. 

~ 
!b.o C014 Ozpor\ •barco YU r-OTo4 luz>e 9, and 

c>14 t zporto wore larco tor th o Derl ton aontho. Call 
00'-7 ratu ro&eb.od a poall: at }0 porcOill on -bor 
12. !bo Po4tral laoarn Board l n uod warniJICI oplllO\ 
•paeu.lat.he uti of r•••·"' f'u.D!a. On .,..-.ber J, f l r•' 
st.epe vere taken toward abolllh.l.Dc preferenUal. rate• 
\)1:1 t.d'f&nCU tO •ea'btr 'buJm IICU%'14 b7 CJoTv•Dt 
bon4o; and on Decoabor }0, a unitora rate at 4-3/4 
ptreeot ""' utabllohad by tho llev York leAk for "'­
"&nett ou Ill cl.••••• of paper and for all •tur1tle•, 
ueopt 3-6 month -crtoultural popor on which tho rate 
••• 5 percent. 

ll&r '•wnc oparationo 1n aterl1DC woro torat,..u4 
eb 20 • Tho poWld docl1D04 ot oadilT to a low f or 

lht 1ur ot $}.66 11> Deo•bor. !ho llaDk of bcland 
14•aneo4 1:1 rate fro• 5 parcont t o 6 percent on IIOT­
to~tr (. 
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' I 

~.oJ!ICA!It Datea 

Jaft:&ber 2 

htlDI II and Prtcee 

l lActl on or Hardl ns &04 Cooll dso. 

Produetlo• declined from a tvo-Ttar hish reached 
ID tho Clrtt q\11\rter. 't'ho rallroa4o wore returned t o 
prl vate operation, March 1. J'rolsht rate 1ncreaooo 

10thorhed b;r tbe I. 0. O.ln Jul;r, vhlch ha4 boon ex­
pected to eo•er 1ncreaee4 expeneet , lnolu41DC w~ 
tACrtalll retroact1•e to May 1 , were larselT nulll­
t!td by docllnluc toDJU!C8. 

Coo=o41 t7 prlcoo cont111110d upward to the lll.ddlo 
of thO rear, then tell prec1plt ouol;r. 

!ocuritlel 

Joodo reached t h.o lowoot point or tho war and 
pot t.,ar period I • llaT &04 t hen recoTOred a larp 
i*'"t Of tbo C"OUDd loot dur1DC tho 7e&ro Ooni'DIDOnt 
NCIIriUot participated In tho soneral decline, 'l'ho 
tnrace p eld on Llbort7 Jondo roached a peak (5.67 
ptrceot) In ""«Uot. Current tiDO.nolos boc ... lncreao­
ltCIJ' orpntln. One-7ear corttflcateo of lDdebto~ 
Dtn (par\lally tar-uompt) loaued 1D Juno, Aucu•t 
104 September bore lDtereat at the pool< rote of 6 
p41rceut. 

Tho otoclc morlcot ,whlch oomenced to fall notabl7 
at tho ood or 1919,cont1nued Ito doVDWarc! couru , ex­
cept tor a brief rov1Tal In March. 

M<>uz 

Tho flrot halt of tho Je&r woo aarad b7 otloJIPU 
to curb crowluc lDflatlon , which threatonod t o hoc ... 
world'""ido. Yoru!D«O wore lo..,..d b;r the J'edoral a.­
" "' Board ID l&DUar7 oc&lnat apecubt1,.. credit ox­
p&ZI.IlOD and noD-etaentlal l oans. Bed.lacoUAt rate• 
•no odv"""od ID all J'odorol Boaorn d1otrlcto hociD­
~CC 1D J&DU.al'7, at reatrYtt tell t o &D4 eTtD ~low 
lecal •IDiu. '1'ho peak of 7 percent voa roached In 
tht ltw Torlc 7tdtr&l lttatrTt D1ttr1et on JuDe 1, aA4 
the rate rematne4 at t hia leTel f or eleTell aontba. 

Sterlluc roached $3.22 In J'ebru&rT• tho low for 
tho •ar and poot-war period (1914-1925) of dotochllent 
!roo tbo sold ottwla.rd. J'or tho remalodor of thAI 
roar 1\ fluc tuated lrropJ.a rlT· 'l'he Jal>lt of J'raoco 
41••ouot rata waa adnocod from 5 percent to 6 peroaot 
•• 4Ptll 8, aod oo thAI 15th the Jal>lt of ZDsland raio­
~ ltt rat.e froa 6 pe:reent to 1 percent· 
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!ill. 
Slplfleant Datu 

JWell4 

Au&U•t 25 

!uineu 

• 

U. s. •1«n• oaparata Peace Treaty 
with OermllllT. 

b!uotrial act1 rl t7 roached bottom earl)' 111 the 
TU.T &1:14 ther eafter made a tl1£bt r tCO'Yiry. On.._ 
plor...ent vat ttt1m&te4 in aeeaa of 5 mi lltont . Vace 
n a btea::e f requent. 

Co~odt t7 price a reaaioed l ov. 

Stcu:r1tht 

Boad prleao fel l moderately 1n tho !irot hal! 
)'tar .. 4 l• tho oecoad hAlf regaiDed approximately 
•be ~und loot oinco tho middle o! 1919. The 1,... 
-pronoeot 1n the latt quarter vtt.a particulArly not­
able . New corporate iteuea vere ltLrge. 'l'he ltt \11\D.CI 
ot Treasurr notet vat commenced June 15, the ttr at 
btl"' a three-year, ':r-3/4 percent 1uue (partiall )' 
lt.x-exeopt). 

Stock prlcoo docllnod f~ther, but leoo ohuply 
t~ h 1920. M4 e ta&ed a reconey in the aecond 
~f rear . D1Y1deud reduction& l(tre ms,merout. 

~ 

l!o'!y rateo declined on renewed lorie gold l n• 
,!101•• · 'r'M Ye4tr&l Reaerve b&nka lovered their re·­
-hCI)tmt ratet by wucctttl•e a:all atepe, bectnnlnc 
l:l ka.7 • 't"he rate of the lev York Retene Bank vat rt­
~cted !roo 7 po rcont to 6-1/2 percent on llq 5, and 
b7 •ubee~uent nducUona va• brought t o 4-1/2 percent 
OQ Movti:lber J . 

rho Bank o! Encland on April 28, lowered itt 
rate from 7 percent where 1 t had e tood tor OYer 12 
~>ntho, to 0..\/2 pe:.Cent. Three further reducU ono 
ro'll.~~ !.l'le r ate to 5 percent on Nonmber 3· 
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Aaer1oan Eabaea:r, 

1M7 

DATE: Ootober 26, 19~, 6 p .a. 

:o1 

CONFIDENTIAL J'OR IECBETARX 01' THE 'l'RE.URJRI I'ROM HU!II. 

Rateranoe 1e ll&de to the Department ' • telegraa no. 7M 

ot Ootober 19, 19~, 3 P•• • 

'l'oda7 I eaw Publ., 1lllo 1e the aothe head ot the 

Re1ohebanlt. He oont11'11ed the 1ntormat1on that eh1p .. nte 

ot gold troa Ruae1a had been reoe1Ted and he 1nd1oated that 

the total a110unt reoe1nd waa 1n t h e ne1gbborhood ot 17 

tons. HoweTer , he denied that the Cleraan OoTerMent 1e 

the owner ot t he gold. Th1e gold 1e aerel:r belft$ handled 

tor Rueda b:r the Ra1ohebanlt; prior to the praeent regime 

the Re1ohebanlt perto!'lled a a1111lar .. rrtoe tor Rueda. 

Moat ot th1e gold, I wu g1Ten to underetand, wae eent to 

the Netherland• and eome ot 1t waa eent to 8w1tzerland, 

and 1t w1U be ueed to paJ tor Ruu1an OonrMent purohaeee 

e1 ther 1n thoee oountr1ee or 1n other oountr1ee. J'roa a 

banlt1ng etandpo1nt, 1 t waa etated bJ Publ., t he Re1ohebanlt 

1e glad to again take up the role 'Wb1oh 1 t toraerl:r ple:red 

ot 1nteraed1ar:r banlter tor the lf. I.I.R. Publ. ea1d he hoped 

that al.thoup no p&Jaente 1n gold han beeA aade eo tar bJ 

the Ruu1an Gonrnaent to Cle~, ra1abure-nt 1n gold 

rathar 
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_t..;_ 

rather tban 1n o,_d1 tie a voul.d be ... .,. tor tM bal.anoe 

of th e Oerean ored1h ot 19:56 Wh1oh t alh due at t h e end 

of 19:59 and 1n 1940, Wh1oh it 1a wq understanding a110unta 

to about 1150,0001000 re1ohuarka. Be stat ed that t he 

f aot rema1ned that gold vas acceptable enl')"Where in pq..: / 

cent , vbatever t h e theoretical obJections a1ght be to it 

aa a ourreno1 baae. 

Publ ea1d i n th1a oonneotion that it 1a not oerta1n 

ret whether tM Raiohabank v1ll preva11 in 1h du1re to 

have Ruaaia aaka part ot ita p&Jeenta i n gold. I vaa 

informed at the Eoonomi.oa K1nUtrr that 0ei'R&D)' would 

rather receive commodities than gold fro• Ruae1a. 

Reference vaa made bJ Pub1 to the auooeutul renewal 

vh1oh had been oonaummated of the atandatill agreement 

V1 th the Dutch, Sv1aa and Belgian ored1 tore at a aome'ldlat 

lover intereat rate. Be ea1d he hoped that the negot1.­

Uone Wh1oh he 1a oonduoting b)' telegraph v1tb Xr. BarftJ 

D. Oibaon, who ie repreaent1ng the Aller1oan group, would 

be euooeaatul. In rtev of the atr1ngeno1 of exchange at 

the praeent t1•e, he aa1d, Oe~ would have a te•porarr 

&dvantap it abe atopped p&JIIant here ot .AIIar1oan abort­

term oredita, b eoauae Oel'II&DJ vaa unable baoau .. ot the 

blook&da to uee the ored1t 11nu Wioh the Aller1oaD baDka 

are offering under the toreer agreuant. A net lou ot 
tor&ip 

• 
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tore1gn exo~e wou1d r .. ul t to Oe~ troa the renewal 

ot thU agreement , but he etated that Re1ohebanlt Pree1dent 

runJr. and the J:oonollloe H1n1eter had aooepted hU bel1ef 

that 1t wae better that eome eaor1f1oe be mtde bJ Oera&nJ 

nov v1 th the hope that peaoe would ooour, when 0el'II&Jl7 

oollld aga1n uee 1 te -'--r1oan ored1 t 11nee, 

nu 

U ICB 
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... • • r . ....oer-(lt..-"U"'Y, hnve JOU dacided '"h"t !fOU are ;o1.ns 

to t oll that ColitorniB dolotation about tr~ 24-hour 

... hop.Jin:; rulinc? 

.i:..lon.:ll. 1n'.'ecti1 ~t.ion ll:l t.O t.bu fnct.G. 

l.r • ... ccr-:t.Jtr)'1 on that ::10tt.er, coco of t.he ::.e:-:bers 

o .• i"<Xl • oui ! or U\6-t.. lou aa1d t.he.t. ':em ford ~as 

.. u t.'h.tLt co1·rect? 

01., I ~.on' t .... ant t.o 0011;\0nt. • 

.. ull, · .. ould :;ou rlvo n ... an ox~llonr.t.1on cul to \ hy 

:~o, it. i s , ;.oll, I r .ean t.!h.: r\lfUJOI\ t:J.. t. ,,c .. ore 

c:cuuiUe1lnc put...i..nc it on is tr ... '\t. ':ia. ~uan:'l is 

o•, .. r tl.cre ::r.a buy a lot or coorch.Mcii..,o ;nc! brinE 

1n a t.unu:-ed c:tolla.r·s worth ta!t.hout. . A:r-.nr any <iut.y • 

No, •• tt t'olt. t.ht•t t.hot 'r.Q.t.o t.:l.};lnc; auvn.ntate or . .r.eric.on 

rn.t:rcj
1
.nnts tmo pn.id .~.cricM lt'oborvrc tho Iu.ll 'labc, 

pnltl ..tuty on tl., GOOUG U1ay ill•o'O· tud- i t ••• unfair 

cou.e tition. 
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(,., You "'""" that t h..y could t.&l.a :.nyl.hlnf l.hey "anted 

to over fr= Tin Juana .. 1 tbout payinc duty? rJutt. 

aoca ••free port" mean? 

:1 . The wny it is na;. you live in 3an W.ogo; you get 

in Y<>Ul' car and go ccrot~a t.o 'i'ia JuMa o.nd buy 

n hWldred dollars ,,or t!l of t oodo in t ho city of 

:'in Juana, e !reo port, :;nd don 't pay any duty to 

!..exieo &nd brin~ it to tho ~nUed vt.<lt~• and con ' t 

?1''1 =Y c utj' to t."e United vt:>.teo. t:ow they hs•te 

f ot a lot of iJ:<porbti r.orchondice Clld you co to 

t. utor e in :;an .Jie[ o or l.oD Ancelea and •ither it ia 

of • ..r.>erienn r.u:nUCncturo om! they poy tl.o . .:>cr icr.n 

Deale Of M (;OD OT you GOt UP n&nil'lnt i=)'Orted 

mol'ch.andi se and thoy l .o.vo pniJ t.hc uutice ond ''•O 

thoubht thiS was unl'<U.r coon.>ot.ition, so no put on 

tho rulinl; that if you T.ont acrou you had to to 

over tmU s tit.y 2!. hours in onter to t.ct the adv~t.ate 

of the ~00 exe::>;>tion al'-l>o~h 'ou could brio& in 

t 5. 00 ..,.th every day. -.J.cht $on Con:ros.::en rtl"ed 

this petition to the i'reDident and if eie)>toen 

Con&res~en trom Cal1.torn1a cion ' t .mnt 1 t I m only 

the hired man and I ~ill re-oxomin• it !or the !acts, 

and. see 1!' there I.U'C oo:nc now !net .; 'dlic:!t ',tie h.!.v·e not 

f ound. },.3 D. u:..atter Of fact ·,ort h&VO COt t.:r . Jo}J.Yl:SOD 
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on the V'ounO r itJtt n"" rus t.oput:y Ccu:d..sioner and 

..-e rlll give th.6 a chance t.o chow 1111 whether >re are 

r i eht or >II'ons and '1<8 ,,1.11 tako thirL:y dayu to re­

examine i t, but the:y t ell n~o Lhoy oro lined up five 

deep i:>U)'ing there, but what v1o thoueht •• were doinc 

~•s to the benoflt of tbu peopl e of ~outhern 

Collfomia. 

•• ~ilnor•s tad a bi~ Loinc-out-of- buoineoo sion in 

the lftat tlree ~eka. 

" ' I kno"· :.videntl:y he -.ar.ts to "til;/ in b~siness. 

, . #•pp&l·eotls he hac reconsiderud . 

1\. i.e con t.oo. orr t.ho record, ho seCC'.:J to h.avo an 

IIYiful lot of influnnce. rut <.hen OicJ.t.oon out of 

UO'imey, at le:a.st I , aa an udm1n1a~rativo officer, 

., 
•'- U )16 ~ ~Tont'..t )"U!h Dut. t.b.ot. 1 

S 4ll MO tl':.ey a.-e 

"ntisfied and !:J'. Tom :'ord is onturied t.lln~ t.his 

thin;;- lie .. m r c-oX3tlinc U>U t.hinco but. :;our friend 

L r . U lJIOr has qui t.e a busino••· 

!Jon 1 t blame hi.lll on "'" • 

.. No, but ·. c are like thu four-w~oko-old kit.t.en : 

our eyes are open . 

~. Cr. Secretary, your f1rOt r«.VU"k i.=pUed that. there 
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had been some C<lllpl.unts frca various bualneaa 

lnteroats in ~on uie&o ond Loa ~olos; 1a that 

correct? 

:::07 

,.. Tho oritinal t hing thnt WM brought i n is Ulis 

committoe said United Stntoo citi t.ona •ould so 

, .. 

over ond 'bey c!uty- frce merch4ndiso and bring it in up 

to :,100 north Tdthout paying any <iuty, tu1d Uley oay 

it is j ust unfnir to O:WricM e&orchants and l&bor .. r • . 

I SOGj c.J.d you }>..ave OOM 8qU.&'«kS about it? 

A. Or~ Oh, yes . It wua on t!1ct buis we put 

1n this ru.lin&• I think wo nro r1cht but l3 out or 

20 Concresscen, plus one Un1Lod wtates ~en~tor, s~ 

' You are 'ifi'onn:, ' and I flll)' tAJ.l right , we vrill ro-cxa:nine 

it.• That' s democracy, isn't it? h ••~ we \\ill 

re-examine it but I still think wo oro r itht . 

'... uoas tlvt.t mean you aro lliel.y t.o chtm&e your present. 

... 
set-up at cJ. Paso? 

I ..., not sure that Ule sOI!W tilinG applies becau•e 

I don't t!link thst there is aNI other tr.e pert on 

tho J,.,xican bor(ler except T1a Juons . 

'•• That is riiJ)lt, but Uley can s t ill bey t-100 v.ortll of 

QCrchandlse and bring it in uut y-treo . 

A. They tell me you go into this store and buy the 

firwot Ul&liSh merchondloo and all that. atuf! >hich 

is ent.irely duty- frOO and yoU ijO intO Los :.ngeles 
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and buy exactl)r the sa::e thSJ\Q. 'lhc7 paid cur duty 

or i! it iG ~.ricm oanu!actured they paid our "QGO 

ocala, and it is a peC\Il1ar thi ns 'llbl.ch I don't think 

vld.ots lln)l1dtera but at Tia JunnD. 

r,. No intention of changine El Paso? 

,;,. No, ..-;a haven't cotten any COQplJ11ntu !'rom the 

:w:.orlcM oerch=t.ll on our side . I think u arc rigJ~t 

but 0. ~. "" -.ill W.e a look at it. ::cbcdy i s 0o1n& 

to be hurt by ;x>:>tponinl; i t rcr tl".i.rty days . 

~· 

... 

You wen 1 t. l ose a. erettt deal 0: rovonuo? 

::o, rnd I ""' en the Gide o! beinll ! nir . 

You oove suspended the etrectivcncos or t hi s rei>Ulation 

until ueecmber l ? I pruc~o thnt c1vcs you time to 

lock at tlds thing. 

Johnson i s out there now lookina 11t i t . 

t ;. n. Jor.nson? 

He i s out there now • 
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PAP 

secretary of State 

Washington 

I 

1849, October 26, 6 p. m. 

POR TREASURY, 

PlAIN 

BERLIN 

Dated Oc tober 26, 1939 

Roo ' d l0t02 p .m. 

The Reichsbank state~ent of october 23 continues to 

indicate the same trend as the last two weekly statements -

increasing l iquidity of t he money market . The Reichabank ' S 

holdings of bi lls and checks decreased by 381, 000, 000 marks 

to 9 , 186, 000
1
000 marks making a total decrease of 

918, 000, 000 marks since the September 30 statement and 

1,406, 000, 000 marks since the maximum roached in the 

statement of Sep~mber 7. The present holdings of bi l la and 

chocks are thus only approximately 1, 000, 000, 000 above those 

or August 23 the last week before thO beginning of the huge 

l ncreaao accompan~ng the outbreak or wa.r . 

The Re i chsbank's holdings of eligible securi t i es in­

creased further by 46, 000,000 marks to 1, 431, 000, 000 marks . 

Miscellaneous securiti e s tncrenaed by 5, 000, 000 marks to 

405, 000, 000; mi scellaneous nssots incroasod by 31, 000, 000 

to 1, 248 , 000,000 i n contrast to the rather aubatanttal 

docreaeea or the past t wo weeks. 
Coin 
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PAP - 2- 1649, Oc tober 26, 6 p. r. . f rom ~rl1n 

Coin holdings increased by 45, 000, 000 marks and the 

holdings of Rontonbank notes by 16, 000, 000 ma r ks . Fi gures 

for tho cir culation of metal coinage ar e sti ll not 

ava i lable and current figures f or the issuance of Ren tenbank 

notes during October will not bo available until tha 

October Rcntenbank statement 1s 1ssuod, so that con­

clusions drawn from these i t~~s cannot bo consider ed ade­

quately based. llowcver, i t i s probable that the r e latively 

large holdings of metal coinage and Rcntonbank notes i ndi ­

cate that tho need for thti expansion of tho Rcntcnbank 

note i ssuo has largely suboided and may hnvu boon ovor-

os tima tod to bogin with. 

Note circulation decr eased by 29~1000 , 000 marks during 

this past wook and call d eposi ts i ncruasod oli ghtly. 

iURK 

liPL 

I ' 
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PARAPHRiBz OJ' !ELIIJIW( REcnvED 

n\0)11 A11erioan Ellbaaer, Paris, Franca 

OlTE: October 28, 1939, 7 p.11. 

110. I 2&8'7 

roR THE TR.EASURY DEP J.R'l'MEII!. 

TodaT Rueff delivered an addreea before the American 

Club on the eubJeot of exchange control. 

At lunch ve eat next to Ruett, and he said thAt the var 

things were going vaa quite aat1etaotor, . He bad Just got 

back trom a vie1 t to L:yon, and he was 1mpreaeed that at lut 

i ndustry in the provincee waa beginning to move. He said 

that ae tor the financial tield, another billion trance gold 

has been gained by the tund since September, deapite the 

ver:y heavy parmenta being made by France tor machine toole, 

rav materiale, and eo on, troll the United Statea; For the 

present, he expeote continuation or the aat1af7ing repatriation 

ot French capital - but we are aura that Ruett knowa the 

Government voul.d have much of thla made available to 1 t 

evantuallf, even though it were not brought back to France. 

Ruett again aJI!)hat1callr denied that ther i .ntend to requi­

sition holdings abroad. Personall7, we think that while 

it 1s al11oat inevitable that euch a move will taka place 

eventuallf , tor eoae months to colla there 11 reallr no 

l llel1bood or need tor auoh aot1on. fhe •unotticial1 tranc 

quotatione did not worrr bill, he aald; he talt that an 

opportuni tr tor 1 tea t1 ng 1 the ll&l'ltat vas gi van tharabr. 
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As previously indicated in telegram No . 2577 of 

October 25 from the Embassy, Rueff again told us that 

erohnn e control is operat i ng increMingly smoothly. He 

rcelo quite satisfied 1·rith the meaoureo prepared many months 

reo by himeel! and Couve de Murville. He believed t hat 

tileY woul d have to lllake one change, viz., it is not the 

in tention or the Foreign Bxchange Office to require French 

·~ortera to invoice in trance; they »ill on the other hand 

· aive the requirement that assurtu\Ce& be given t!:lat trance 

delivered in paYment tor exports are legall7 •transferable" 

1n fact . Reference: telegra.m No . 2524 of October 19 f rom 

t he Embassy. Thi e requirement wae difficult to enforce, 

he oaid, and trade was hindered thereby. They >tent to 

of ford mos t l i beral treatment to American int erests , >re 

~·ere nseured; Rueff asked us to call on him personallY if 

any problemo whatsoever came up. One phase of the exchange 

control seemed t o be caueing Aoerican interests end indi ­

viduals some concern, we said, although the quest!on had 

not been formally presented to ua. This was the t ur ning 

over to the Ba.nk of France of all income 'mich foreign 
i n France resi dents/received abroad - i ncluding French nati onals, of 

course . References: Nuobered paragraph two of Article I 

of decree transmitted as enclooure No . 2 to despatch No. 

510& of Septembe r 18, and paragraph (b) , Section Two of 

telegram No. 1894 of September 10, 4 p.o., troo the Embassy . 
The 
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Tbe aforementi oned provision, we mentioned, affected a 

number of Americane resident in France , who expend here sub­

stantial portions of their dollar incomee; it &leo arrected 

Ame r i can employees of American ooncerne which have branches 

in France who receive a portion or their sAlaries in dollare 

depo~ited directly in the United Statee. Rueff would not 

give nnT indication that a change in the regulations vas 

contet.,lated, but he said that where good reaeons existed 

for leaving the moneJ in the Uni t ed Stetee , or ror p8Jments 

being made there, a liberal attitude would be talten in 

Pnria - that is, ei ther they >rould grant authoritJ for 

remitti ng dolars or soma other orr·tulgement would be made, 

1n erreot, retention or the income abroad would be author­

ized. Rueff suggested that any American who wanted to could 

d1soues hio individual case with M. Sedillot of the Forei gn 

EXchange Offioe or with Rueff himsel f. 

Such American i ndiv1dWll& 1n the provinces L'll.gbt consult 

their (om1se1on) of the Bank of France br anches directly. 

We gathered the 1mprees1on, 1n ehort, tha t while Ruerr 

was not 1nol1ned t o change the law i teelf, the exchange 

author1tiee did not intend to enroroe the abovementioned 

provision strictly with regard to Americans tor t he time 

being. 

END SECTIONS ONE TO FIVE, INCLUSIVE. 

BULLITT. 

EA:LW 
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PAP 

Secretary of State 

Hashing ton 

GRAY 

PAP IS 

Da tvd Oo tob~r 2o, 1939 

Rco 1 d 0 :52 p . m. 

2507, Oetob<.r 26, 7 p . m. (SEC'l:IOi• SIX) , 

::.1 4 

In his spo~ch Rueff roit~ratcd his opposition to cx­

changu COntrol in norm:>l tilll'-3 •.·,d, <OXpl:>in<.d th~ obviouS 

r .... ::.aons why such control is n""c ... a::a'lry in tin~,. of w~r 

(prGs ... rv:>tion and mooiliz:>tion or oold rvs'-l'v ... s , d l r ·.ction 

nd l1:1lt:>t1on oi pu:::ch:>s ... s :>oro·•d, f<::cillt~tion of the. 

E;OVOrnrn\;Ot 1n int<...rn:ll b ort'O\'lin,- , vtC ,) '-ntl OtJi ll O'"'d t h O 

rune tiuning of :> "closud. cc.pi t:>l ci>·cui t" , • :•ophic :>lly 

cl t int .'\8 .. na logous to the la t tor tho \"lOll knoun "Canard 

;.:arae1lla13". He took !-ride in t!tG fM t t:1nt thG excMnee 

control measures which were proJ'::-red :"'tlny conths &£0 f or 

"'use ln ease of r.ar11 tL'lci shipp-ed t.n e:aretull;· scaled packares 

to the Sank of France oranchos &nd customs aut~orities 

throun,hout France wi t!l i nstructions only to open where 

D.uthorizod had constituted ono of thu fflYI :·oally guarded 

secrets in Fr anco . 

BULLITT 

R0\'1 : NPL 
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PAP 

soorotnry of State 

vruhington 

GRAY 

PARIS 

Dated October ~6 , 1939 

Rec •d 8 :45 p. m. 

258'7 , Octobo3r 26, 7 p .m. (SECTIOll SEVEN) , 

Mu emph~aizod th~t tho French control ayatom is an "honust• 

one d, a1gnod fro, ly to permi t paynont of all pri or contracted 

debts . Ho waa confident th3t i t would 1n no way affect the 

crudit of Franco. In conclusion hu rci t,rat~d that ho wns ;t:;<::_..._ 
just o.s opposed to oxchsngo control as a poo.co ~~~••Elo 

aysto:o o.s ho ho.d over bo'n and s a id th4t actor tho war 

Franco would once mora bo raced with importo.nt docisiens , 

Onoo victory i s otto1nod, h., aaid th~ ohoi co will again 

h~ve to bo modo whether Frnnoo will follo~ tho closed 

o.>eonomy system "which inovit!lbly l und to totol1tary 

communism" or will r e turn to thu l ibcr :o l economy on whi ch 

Fronch c ivilization has boon built , On that d~c1s1on not 

only by Fr3ncc but by othur countries will d~pond the 

ruturo Of human c1v111Z!lt1on, 

(END SECTION SEVEN) . 

9\/LLITT 

ROY: :NPL 
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J'IIOH: Aaer1oan 1:1Dbaee7, Par11 

10,: 2118'7, leot1on Kight 

DA!Z: Ootober 26, 1939, 7 P•• • 

Ve had a tev m1nut .. • ob&t With Proteuor R1et. Be 

talked again about h11 probleae oau .. d b7 the blook&de 

and etated that prennt1ng Oe1'11&117 eo tar &I po .. 1ble tro• 

exporting oo111110d1 t1ee vhloh would turn1ah her vUh the 

meana ot purohae1ng eeeent1al auppl1aa from thoea oountr1ee 

vh1oh are at1ll open to her vu a oorolla17 to prnent1ng 

eaaent1al euppllee tro8 reaoh1ng Oe:na&ll7. Be etated that 

he had p&l't10ul&l' reterenoe to the Balkan oountr1ee, and 

he aaid that he vu Tll'7 •uoh 1n hopei that 1 t would be 

poaa1ble tor the United Statal to take an 1noreaeed part 

1n tho .. 8&l'keh, part1oul.arl7 1n o011pet1ng Y1 th produotl 

whloh O.rm&n7 nov auppl1ea. 

IIJLLITT 
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PAJIAPIIRA.II: or 'l'I:LEGIWI RECEIVED _l. ( 

ftiOKI .AIIer1oan labae.,-, Part. 

NO. I 2e87, 8eot1on Nine 

nl'l'E: Ootober 26, 19~, 7 p .a. 

He made epeo1t1o mention ot aaob1nerr, eleotr1oal an4 

telephone equipment and radloe an4 aa1d that l'ranoa, 

untortunat1l7, vu not abl.a har11lt to turnleh thell 

art1clee under ex1ating conditione. It vu theratore 

hie hope that although he had been informed that United 

Statu prioee were too high untortunatelJ, n would be 

able to eell in that market. Be wondered it the intorma-

t1cn with reterenoe to prioee wu true, Be agaln inquired 

ae to 'llhether we had aTa1lable an7 intormation w1 th regard 

to German holding• 1n the Un1 ted Stat.. ( eeoond paragr~ 

ot our no, 2677 ot Ootober 26, 7 p ,a , ) , 

'1'ha pr"' story reterred to 1n our telegr .. no. 2671 

ot Ootober 2•, 6 p , a, that eeTtntJ tone ot Poiiah gold' are 

a t the preeent t1me •eomewbere ·1n l'ranoe1 (not in Parle, 
' 

hoveTer) hal bean oontirmed to ue bJ OouTe de Murnlle, 

Be or1t1o1zed the Pol1ah OoTernaent eomewbat beoauee 1t 

had del&Jed eo long betore 1t aoTed 1t1 gold out ot 

Vareaw. 

.. 
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EDA 

SEcrEtary or StatE 

\Vas hi ngton 

GRAY 

PARIS 

• , 8 

DatEd OctobEr 26 1 1939 

RECEivEd 8 : 57 p .m. 

2507 1 Ootobtr 26, 7 p , c , (SECTION TEll) 

A furthtr 1mprov£~tnt 1s revEaled 1n tht statt~tnt 

of the Bank of Franc£ for the "ttk ending Ootobtr 19 

· ubl1shed today. During that period tht Trtcsury 

did not drew furthEr on 1ts advance nccount at tht 

bank. Oo~m~tro1al o.dvanc t s wtrE rtduced by 136 , uuon 

frnncs to a total of 8 1 783 mi ll1ono (oompe.rtd with a 

total of 18, 247 m1ll1ons at SEptt:nbtr 7) • Th E " opt n 

1:1'l rkEt" 1 ttn 1ncr tas td by 309 .. ill ions to o. totnl of 

4 , 577 ~ll1ons . AdvancEs o.gainot sEcuri tiES dtcrEasEd 

77 ~illions . Thirty day advanots wtrE practically 

uncho.ngtd . llott c i rculation dtcrEostd 605 ~llion francs 

to a total of 144, 239 millions , CurrEnt and dEposit 

nccounts dEcrtas td by 668 milli on franco . 

BULLITT 

RR 
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EDA 

Secretary of State 

l'laoh111Gton 

:..19 

GRAY 

P/.RIS 

Dnttd OctobEr 2G, 1939 

ReceivEd 9 : 40 p. o , 

2587 , October 26 , 7 p ,m, (SECTION EI£VE!I) 

The TrEaSur!' account increaSEd l.>y 112 clllion francs 

•o a total of 249 oillions . Gold covtr increasEd fran 

59. 33% to 59.~. 

ThE securities ma~ kEt continued to advancE on rising 

vo l ume , ThE nEws of thE dtoreas£ in the Bank or England 

discount ratE from 3 to 2% r Ecti vtd favorablE com;nEnt 

and thE markEt was also cncourB3£d b•r th£ prospEct of 

an tarly favorabl E vote on our Ntutr"a.i~ty Act , Hos t 
\ 

rEntEa and variablE rEvEnuE ~ourit1Es ~dE modtrat£ 
, \! \ 

advancEs in today' • t rading. T~auhg l oan ~ovEmtnt 

up 30 francs to 105. ,· 
ThE Swiss National 3a~k stGtEn tnt for thE WEEk .. 

ading OctobEr 23 shows a reduction in col d rtsErvEs of 

32 million Swiss francs to 2 , 395 millions and an 

incrEaSE in foreign EXChangE holdings or 32 millions to 

313 mil l i ons . VotE circula t ion is 1 1 902 million as com­

parEd to 2, 014 thE prEvious w£El<. Gold cover i s 83, 03;{ as 

against thE prEvious 83•93~. 

(EllD OF '!£SS~GE) • BULLI'M' 

' 
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Oct.o~r 26, 1939 

fot 'l'ho Socrottu'y 

from: Wr. Hanee 

I Juot talked with Yr. Pelley. He adY!oed ao t hot laot mQnth tho;y 

loa4o4l!61 ,192 caro. 'l'hia h 45.2 percent abon laot llq. 

Tou wi ll r~aber 1n Weeere. Gray an4 l lllard 1 1 report they adY11ed 

7ou \bat they c::ould carr7 25 percent 110re trel&bt • 1 th pr ou ·Dt ear 

oqulraont, and by repairing certain earo eoul4 CIU'r)' without 41ftleulty 

lo; percent 100re frelpt. You will noto thAt tho fact thAt the7 loado4 

45.2 oorcent •ore ears laot month than they 414 ln llq would .... to 

conflra th,lr earlier report. 
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TREA SU RY DEPARTMENT : 21 
INTER OFI'lCE COMMUNICATION 

DATO October 26, 1939 

ro Secrot....,. Morgenthtlu 

'"o"' Mr. Cochran 

l'ht fort1&1' exclwlco marke~ waa ~ llllll to<lq al.~ho\141> ohrll.Dc 
tron...,uone 1ncruu4. .t.t tho opelliDc ohr11.Dc ,... quohd at 4, 01, o.n4 ohorll7 
tlltr<ofhr touched the hie!> tor tho 4q ot 4.01-1/8. !he rate oubuquentl7 
eutd h 4, 00-3/ 8 o.n4 theraattar rG&inad ta1rl7 otuq to clooa at 4, 00-3/ 8 . 
It ''*" re,ortod th&t tho O.neral Moton Corp. eol4 1.150,000 tor dal.lTArT ill 
lhrtt C1011thl. 

In rooterda71 o repor t , t ho oale of lollo,ooo b7 a Japanuo Janlo: vu cent1ou4, 
tt4 It vao otate4 that wtoc thio order appoarad ill the ooarltot tho rate .. Ted ott 
nb•tlllltlal.l7. Ill checkl.Dc our oo\lrCoo ot lntorutlon, vo t1A4 thet when otor11.Dc 
Is offered by JapanaM bank. tha rate hao a detinUe hn4ell47 to aoften, DOt 
becouu of tho fact that tha ot erll.Dc 11 offered, bl>t ibl.t to the helit&DC7 of 
Itt bMko to accept contraoto vi th Japaneoo ..-•• 

Reportinc banka ill l!ev York and t ho Federal burTe l!ank r eported ealeo 
tolellnc 1.377 ,000, troa the t ollovi.Dc aource11 

Commercial concerna ••• • •••••• ••• ••• •••••••••••• • •• •••• • • MlJ6,ooo 
i'oreip b.U:a (Sou~h Merica and r.z .laat:), •••, , • • • • • • • • 1.241,000 

fetal I.J17,ooo 

By co= •rc1al. coace.n.e • • . . .. . ................... • • • • • • •••• IJ.S2,CXMl 
3y t orelp b&Dka (b-ope an4 Par :&a.t.) •... .. . • . .. • • : . • • .. 1.200,(X)O 

'lotal I. 382.000 

~ banko alto reported that the l!ritloh Control pu.rchaud oterll.n& 
.. ,..tine to 1.17 ,ooo a t tha oftlcial rat e of 4, 02. 

~~ other l.mportan' curroncieo vert otea47 vith onl7 oomal.l chengeo ill tha 
c;ootollono, !he CllinoM 7'l&ll repined ito lou of )'u\tr4&7, !JaproTiDC 1'ro• , 08 
» .OS-5/16 toda7. 

~. Federal boorTo l!&Dlo: ocld :3. 000, 000 Sviu tr&DC o in tbo ~~&rlcot for tho 
l<COUJlt of tho llatiollal. ]!&Ilk of J!ngen! e , ftio oaJ.o VOO con-ted at , 22.41 , 
llld et tho u .. 1 t ha4 a o1i cb\l7 4eprau 1Dc o:rtect on t he ra\t t or Svioo t r0110o, 

CONFIDENl-1. 
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!l'ho JothorlUU :auk ool4 ua sol4 Talua4 at .1,}00, 000 :troa 1h -4 
,eCOUDt• 

~ J'o4aral haarn :JIUII< of Jew Tori: reporta4 to uo ~ abi-t of &1>14 
Tll.,d at $1 ,1!66,000 trca :Jo~, 1114l.a., COJI.aicu4 to \he kUollal 01\7 :J1U11t ot 
1"' York, for aolo to ~ V, l, J.ooq Otf1.,. at hv Tori:, 

Y1tb r u poct to tbe '"--••t 71ohrdq b7 \ho :JoU'4 of traM 1Jl :LoJidoll 
p:ob1~1\!JIC tho !.loport &tioJI. of oUnr Wll1on c4 foroicoa oUnr coiu ~ 
w or Ucouo, the 1'1rot Mp<~rcuooio" of tbh or4ar ...., fo1 t 1Jl low Tori< to4q 
wu llaii4T ""' au- r..,oO. ~11' pr1oo for foroicoa oUTOr froa }&-1~ to 
}51. w1cb wao tho .... u the price f1xa4 b7 ~ hOUUl'7 to<~q. !'bh act io" 
•• tho put of hJI.I\7 c4 l!anoaA ...., n14011\17 4aol.po4 to prnGt 1arp aouh 
of o!lnr f rom 'boillC offoro4 to tb•, which tbq 1Jl tllrJl could DOt roa4U7 
dlopoiO of. 

Vo purcbeoed 50,000 oW>Coo of .Unr 1Jl tho 'low York Mricot W>dor the SUnr 
l'luchuo J.ct , 

c oNFlDENi-1 . 
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October 26, 1939 

Or. Ludw1k RaJohaan, General A4Y11er or the 
Ch1neae Government, called on t he Secretary today at 
10: 30 a .m. 

::.24 
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October 26, 1939 
9:22 a.:~. 

H:~Jr : Hello. Hello. 

Operator: 

H::Jr: 

0: 

He was on there. 

Hello. 

I' 11 oall you back when we ge t him back. 

Thanks. 

9:23 ~> . m. 

0: !·!r. Butterworth. 

·t!Jr : Hello. 

;·alton 
3uttel"\o!Orth: Hello , sir . 

H::Jr: How are you? 

B: Very well, t hank you. I've been gladdened by the 
news. 

!I!·!Jr: Pardon me? 

3 : 

3: 

9: 

Hellot 

Hello. 

The reason I•c calli ng you vaa to give rou a chance 
on a oersonal basis to tell ao it it would be in­
convenient t or you to oo~e at this tic e. 

No , it won ' t, sir. 

It Will not be? 

No , sir. 

~ould you like to come? 

Yee , I think I would . 

. ,...5 
- '-
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::::Jr: 

B: 

3: 

;,::Jr: 

3: 

3: 

!!!IJr: 

B: 

s::Jr: 

B: 

3: 

8: 

iil·IJr: 

a: 

Well , it you would 11ke to ecce I think tha t 
there's so much happened t hat I think tha t you 
ought to sort ot treehen up on What• a go i ng on 
1n the Treasury. 

Yos. 

And aloo bring us up to date on What's going on 
in England. 

Right , sir. 

\~en do you think you' ll come? 

\/ell , I ~ought that -- I'm going to Scotland to­
nigh t t o see cy w1te and have a l1 ttle talk w1 th 
her. 

I see . 

And the t1rat boat doe en ' t sail unt1l Noveober 5th. 

Yes. 

And so I t hought I would take t he Clipper tron 
Lisbon. 

Yes. 

I would leave here on November 5th, t ake the Cli,per 
Whioh leaves the Sth and arrive en the 9t h. 

Fine. 

It t~.&t 1 s convenient to you. 

That • s all right. !low - - then that'll g1 ve you a 
chance to t alk wi th t he people in Paris. 

Yes. 

Ia that right? 

Yes , that's What I t hought I ' d do . 

Yes . And __ I moan -- would 1t be - - see t he 
Ambaaaador and other people t here . 

Yes , air. 
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~~Jr: And bring yourself up-to-date . 

B: Right , sir. 

!lJ.:Jr: 1'/sll then we ' 11 -- we '11 be glad to see you here. 

3: Good. Thank you so much, air. 

;;::Jr: ilotbing -- well, I won ' t talk over the phone . 

B: :lo . 

!!::Jr: But I wanted to give you a chance t o eay you • . ••• 

3: llell I -- I a"'lpreolate t hat very much , air. 

:::Jr: All r1Sht. Give oy regards to the Ambaaeador. 

3 : Thanl< you; I will. 

:-:·Jr: Goodbye . 

3: Goodbye . 
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o,ers.tor: 

n:::Jr: 

Charles 
Kra-:ler : 

=~·Jr: 

•• ... 

:~:Jr: 

! : 

:-J.:Jr: 

\ : 

:::Jr: 

! : 

::: :Jr: 

K: 

t. .... 
-·~ r: 

Go ahead. 

Hollo. 

october 26, 1939 :za 
9:52 a.,.. 

l!ello . l·!r . Secretary ..... . 

Talking . 

I thought I' d bring t o your attention one thing 
t hat c~e to me through Steve. 

Yes . 

It aeeo a that Tom Ford had sold hi s the idea that 
there were over 6 m1ll1on dollArs ' worth of 
Ja~ese merchandise t hat wae brousht i nto the 
United States through t hat border. 

Yeo. 

\/ell there is no such a th in(! -- t here•re no s!:ins 
going into t he -- 1n tho l!e:dcan border at all. · 

I see. 
And be gave the impress ion, Steve, that t here was 
Just a whole lot of stuff coming i n t hr ough that 
entry there which Now t here's 
a-- t here's a-- what do they call it •..•.. 

Hello? 

Yeah. 

tiell •...•• 

There's-- there's ••...• 

tle ' ll look i nto that. 
There ' s no thing of that kind happening down t here at 
all . 

0 . K . 
It's Juot been an over-exaggera tion on his part. 
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;r'Jr : \/ell t hanks , Congresaman , very '!luch . 

;: : All right . 

;c:Jr: Thanks tor t he t1p . Goodbye . 
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October 26, 1939 230 
10102 a.m. 

l!l!Jr: Hello. 

~erator: Oonsreuu.n Lea. 

f!MJr: Hello. 

0: Go ahead. 

!!l:Jr: Hello . 

Clarence F. 
Lu: Mr. 8eoretar1'1 

!!l:Jr: Yeah. Morgenthau. 

L: 

m!Jr: 

L: 

l!llJr: 

L: 

J!II.Jr: 

L: 

IC!Jr: 

L: 

!ll!Jr: 

L: 

Yea. 

Ieth1eMr. Led 

Yea. 

Mr. Lea, we've decided t o extend tnie order to 30 
daya, until Deoember, l . 

I eee. 

And we ' ll make a very careful i nvestigation as to 
what the tacta are. 

I eee. It will give you time to decide whether it's 
the right thing to do. 

Yeah. 

All right. !hanlt you verr much. 

Ia that -- ie that all right with you1 

Yea, indeed. I thought about auggeating that yeater­
da7 but then I concluded to aay nothing about it 
a t that t1111e . 

But that -- we may - - between nov and December 1 we'll 
re-examine t he picture and make a very caretul ex­
amination on the ground&. 
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!.: Yes. So t he idea woul.d be suspend t h is order ror 
30 days . 

m:Jr: ~/ell, until Deoember l. 

L: Yoo . 

!::Jr : And between t his t ime we ' ll have a very careful 
exami nat ion made as to Just What it' s all about . 

1 • 
~. All right. I think t hat 's tine. 

o:::r: You're satisfied? 

L: A good way to deal with it. 

·::Jr: 1\igbt o . 

L: All right, t hank you . 

:":Jr: \/ell you tell your delegation, will you? 

L: Yes , I will. 

'f."Jr: And Congressman Ford le1't here and he ' a agreed to 
t his also. 

L: I see. 

:-::Jr: He 1 s agreed to i t. 

L: Yea . Vell, that 's gpod too. 

': :Jr: So t hat ought to make t he Cal11'orn1a delegation 
unani mous . 

L: 

I • -· 

Yea, that ' s all right. That's t atr enough. 

Thank you . 

All right . 

Ooodbye. 

Goodbye. 
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Jt.'1es A. 
i'nrley: 

·.::Jr: 

r : 

;.::Jr: 

?: 

·::Jr: 

: : 

:: 

·::Jr : 

r: 

:: ; :-: 

Ootober 26, 1939 
3:15 p . ::t. 

Any trut!:l to the re ::x>rt t hnt the Beaoon Searchlight 
enrries nn interview with you on t he th ird -- t hird 
t erm? 

(Laughs ) Believe me, t hey slnpped poor Henry 
'.la llaco do1m today. 

\:ell , Henry ••... . 

\.1\at? 

Henry , !:le ' s silly -- I mean -- n t t his t i me , t:ith 
t::ia vo t e U:> here, it's Juct -- a fellow sh?uld 
ha ve h1a heac e,...a-;a1ned na:•tnc r n;1th1n- on an~t:-:1:-..g 
~or anybocy on -- a."lyt1, e -- you ·cnov. 

1:e11, when I s aw U I Just blinked nnd got o"t ::1y 
extra att-ong: glasses e.."ld rea~ it agatn . I Just ••.. 

Ot oourse I !mow he felt that ><ay . I've tal::ed 
with him; I lmow exactly - - I ' ve tP lked 111th h i n . 

But you •• .. . . 

He has t a l lted to our fri end. I !:now t hnt , but 1t
1 s 

t oo silly for >lords doi ng n th ing like ths t. 

I: en , I -- I Just couldn ' t believe 1t. 

·.:en , he Just eviden tly -- ·,ere ' s t he onl y t :11n3 
t hat -- t h e o::1lv r eaction -- t he renetlon t ha t I 
hr.4 t o it >laS th1S - !le had ViSions ot crandeur 
h i ooelf , tT.ich he • s ,l·obebly -- have been dl&Bir>l'ted. 

Yea. 

And he :>robably figured t hat he \t&s doi ng a l1 tHe 
oroteo t i.n;; o r ,:1:.lself and o aybo he oould !lnd a 
n lohe a t second o l aee or somet~lnc. That's t he 
only t h ought I hAd . 

I see . 
IJo>t t hat ' s t he only -- t hat was my r eaction, because 
t here tillS no necessity now tor 111m do1ng t hat out 
t here ..... . 
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?: 

m.rJr: 

F: 

r: 

:: 

?: 

r::Jr: 
~· .. 

- 3 -

Yes • 

•.•.•• while t his thing is up here . 

Ri ght. 

Christ, everybody ' s been keep1n5 t heir mouth shut to 
get t his bill by. 

Righ t, and how 1 

\/ell , there 1 t is. 

Do you want to lunch w1 th me t omorrow? 

tlo , I -- I think I'c going to lunch with our ?resident. 

I see . 

At least so I've been told, unless aooeth ing happens. 

I see . 

Ir I don 't lunch "'1 th him I ' 11 be delighted to lunch 
>~ith you , sir. 

•r.:J~ : (Chuckles) Always gl ad t o be in the second money. 

:: 

~~Jr: 

r: 

Thank you very ouch. I never 
t ell you a good one. 

Yea. 

by the way, I'll 

I wen t over to t he races yest erday, t he 1'1rst I've 
been t o 1n a year . I went over with Steve and George 
Allen and I we -- we get into the last race absolutely 
even. 

Yeo. 
So I bet ten across the boards on !lew Deal. 

Yeah. 
I thought I'd 1'1nish strong, and !lew Deal 1s still 
running. 
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~·Jr: (Hearty laught e r ) 

F: Tha t ' s a t rue story 
until thn t one . 

but even up 

!':.:Jr : I wrote your fri end, t he senator f r om Rhode I sland, 
a very nl ce le t te r t oday. 

Oh , t hat ' s f1ne . I don ' t k now a t h ing. All I-­
my-- you know my 1ntereet . •... . 

:::Jr: ~ell •. . . 

F: ..... . vas to try to . ... . 

':::r: I kno>:. I think he 1 s all vet. 

F: ..•.•• s t ra i ghten out ..... . 

:err: !Jut we ' ll hold :ti e hand Just the sace . 

F: 

?: 

0 . l( . Thanke. 

Goodbye . 

\lell , 11' you hnve anyt hing epeo1al report , ·•hy take 
1 t up wi tb me. 

Ar t er Oabinet . 

0 , K. \ihnt t.ave you done with Carnody'l 

(Laughs) ~e ' s still run~1na t oo . 

(Laughs) Goodbye. 

Goodbye . 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 
Ocltober 'ZT, 1939 

suP!'l-ntin& rq -ruwtoa ot october 9th, the fol.lowi.ng oontracte ba..., bHn -
111 tho French purcbaaiJIC .Uei..,. pruent.l,y 1n Hew York a 

())lTR.I.C'rol\ milt ~ 

Il>d1AII )lotorcycle eo.pov 
Sprincfald, ~~a .. achu.Mtt. s,ooo .otorc~Tal• • 2,375,950.00 

Jational ,,.. c-pov 
ClnUand, th1o ?S Orl.day latMe 91D,ru.oo 

3l'OIID & 5b&rpe llanufaoturiDg Oo. 
Prc'ri.denoe, Rhoda Iallnd 6:10 .lu-Uo lat.be8 2,S?2, 7)S.OO 

Cinol.nn&U Jl1111ng lf&chine &. 
Cincinnati Orindoere, Jno. 

Cincinnati, Oh1o 8 recWiere 61, 760.00 

Cincinnati 111ll1ng !lachine &. 
C!Doinnat1 Orindare, Inc. .312, 73:>.00 Cincinnati, <ido /,13 recWiore 

E. w. Woo~ 
Brookqn, Hew York 100 torpedoeo 1,m,ooo.oo 

3, ' · au.io eo.pev 
Brookqn, Jew tort< 3 prueee 112,000. 00 

Sbadobekor· CorporaUon 
Soutb :a.od, IM1en& 2, 000 .otor t.rllclao 

awo,ooo ~part& J,51J),600.00 

lhito JIOtor oa.P"o"V' 
1,500 JIOtor t.ruclao Clonland. th1o awo,ooo oparo part& 3,11J,470.00 
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Jo . 10 
Origin&l b;r Jo.ir 11&11 

.l.l!!:RICAll i:miSUU.'!'Z 

Eanoi, French Indochina, October 27, 1939 
S1lbjectl French Jo.ttitude To•:ardo :t,..,orto to Chino.. 

~t Preaent no Restriction on Exporta or1r nett. 

'!'he Honorable 
The Secretary of State, 

Waohington. ( t I.J "' r 
Slr: 

J h&Ye the honor to re~er to ~ telecraaa ot Septem­
ber 26, 3 p • .,., October ll, 6 P· "·, Nd October 26, 6 P·"·, 
1939. rolatieg in port to the attitude or tho French 
t.ofl&.f'de the tranalt acr-oaa lndoehiM. and the export. to 
Chlca o! t hooe eoaooditiea which ere prohibited o~rt 
troD Jn4ocblna by tbe Governor Oe:neral' 1 decree of 
Sept.,.ber 3, 1939 . .U.Ont; the eo.....,dl Uea .. ,,.era ted ln 
thh decree, llhleh waa proculgated on Sept•btr 6, 1939 , 
automobile• and t.rucke , gsaolene and olle, t.lret, 
ce tala, ot cetera. are of "Oaremount lnte·reat t.o the 
Chlnoce ltat lonal Government. 

At may be lnterr·ed from thoae telccrsma the v-uioua 
communlcatlona of the Government General, communtcatlona 
oade orally and 1D writiug, baTe t oat tred a tooling or 
approhonaion that a ban would be plncod on the tranaH 
acro oo Indochina and the export to Chiaa or theae much 
n@ede4 comzodltlea. The apprebenaion baa been he1ahtened 
br the appare.ntl7 eontlietlug otatementa or t he oftlcialo 
of the Oo•ernsent O.neral - at one tiae 1 t bliac at& ted 
tb<l.t 110 ban would be iz:pooed, at another that a ban 
oould be ir:poaed, and at yet another that a ban would be 
iapoaed on certa.t.n claaaea of e%p0rt.e .. 

On Oetobu 11, the date of "¥ aocond teh P"U 1D 
rt~d ~o tbia oubjeet, and 011 October 1), tho date or 
~1 deope.tcb lfo. 5, tho aituatlon •• aubatantl&lly aa 
tollo~a: that the trano1t aeroso Indcchln& and the 
export to Cbina of tho pr ohibited eom=odltieo would be 
banned !rom aidni~t Oct ober JO, 1939, but only in •• 
far •• the tra!fio concerned private pereooa (priva te 
! ir=a, ot cetera) : that the t ranait and tho exPort or 
theae cocmod.itiea to the Chineae N&tio»l Oo•erncent 
•ould be banned ao fro~:~ a date to be flxecl. later by 
the Director of ~1toma; and that the tranait an4 the 
export ot thea• coccoditiee to the Chiueee National 
Oovernoent, aa en•1ae.ced under the U.n.i•ereal Tra41D& 
Coai'N>¥ lOAn, would be permitted "*' to the exPiration of 
that loan acreuont. Tl:e 

-
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the tubatance of the above, together with a441tloaal 
r~culatlont at to the treat=ent to be accorde4 Geraan 
£0041 and aa to the posoible re- iopoa!t!on or trana!t 
to.xet on coDDodi tie a d.ett1ned for t he Chineee National 
Go<eroment , oaa given in l etters dated October J, 1939 
to the Ohineae Conaul General at Hanoi. Deaplto rumor 1 
t~At the French did not Intend to enforce t he above­
mentioned reotr!ctions , It was widely neoepted by oh!ppore 
~d •tranalta irean that some eort o! reatrlctlon on the 
tranott acrott Indochina and tbe export to China ot 
t~e prob1b1tad commod!t!ea would be enforced, In tact 
the Ch!neae Chnaber o! Co:m:erce at Haiphone 1o aai4 to 
taYe p~ated a notice to the effect thAt tuch tranalt 
and export would be b&nned. 

.A.t •r ~ tza«ined the question whether or cot tbe 
GoTern=ent General would en!oree the ban bee ... &laoat 
the sole topic of conTeraation in tboae circlet lcter­
eoted in Ch!r.a and iu oh!ppine to Cb!M. ~ppnheoa!on 
thDt the OoYerncent General intended to entorce t he ban 
becue articulate , particulsrl.y 1n Ch1neae circlet. 
~xtreme peealmlt~ was expressed at to Cbina 1 a ability 
to carry on it the transit of auto~obilca , tr~ke, 
casolcne , oil~ and m~tals were banned. It waa queried 
<bother France (with the knonle~-o and aa&ent or Gr•at 
britain) wae protecting her Far Eactern intcreett ftt 
th• e~enoe or China. 

On or about October 16th, it be~ to be rumored 
tl01t the Gonrument General had decided definitely not 
to eotorce the ban. But ther e were no official pro­
nouncuenta to th!t arrect of weight equal to the 
Govern:ent General '• letter of October J, that Which 
L"lnounced the ban. Howe-Yer, on October 18tb, J.lr . Peck 
..... 1a.!orMd by llr 0 Gl.neatoux. Dire<: tor or CUatOOII or 
the Oo-foern:ent General, that tber·e •• !¥) caueatl on ot a 
ben and that tra!!ic to a:~d !rOD Chlua wo"Jo14 oont!Jrl!e aa 
b•ruotor~, !!. .!.!!!!. !2!_!!!!!!:!!, beintt• 

Under date of October 2}, 1939, the Chlneae Consul 
General at Kano1 n .a inforoed tb&t il'llof'e.r &I oon~r-.n 
~oda are concerned , Whetber stocked 1n IadochlD& or 
arri•lns in the future , ~ether deat1ne4 tor priTate 
percont (private firoa , et cetera) or tor the Chinete 
!TatioMl Government , the t raneit aero•• Indoch.ino. and 
the e~ort or theee co~dtttea to Chinn it authori sed 
~thout time limit. The Chinese Consul O·ener&l .. , 
re~ueeted to uee bi a euthorttr to put an end to"th~ uld 
curr ent adYtrte pro~da. Th~ letter etattd I o 

l ike 
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HD \o l>elion \ bat, •• a roiUlt ot thh 4.ecla1on, tho 
potolahtlc ruaora 1n r eprd to thlo MUor, which hOYo 
bun clrculaUDC with ch&racterlaUe 1nahtonco in t.ho 
Chlnett eolo~, will e•••· • 

.l.coordlncly, &nd &o atated 1n rq telopou ot 
October 26th, thoro are at tho prooont t1£o, nor oro 
there ecvitagtd for the future, no reatr1ct1ont on the 
tro.noH aaron Indoohlna and the e%port to Clllna ot 
any ot the oommoditiea tJNJ!lerated 1n the OoYernor 
Cenoral 1 o decree ot September 3, 1939 • .l.o a raoult tho 
ahippera and "trana1ts1rea• are in a better frame of 
o1n4, the uncertainty aa to the ruture hat been aocewbat 
rtlll01't4, and the ae.Jor Job of cleerin.g the tnorm.ou. 
acc\lllul&Uon ot C&r&'O at l!a1phoDC 1o procoo41DC. 

'O'D4oubto4ly, one tact 1s outate.ndiJI&. lbothor tho 
french tTif intended to enforce the ban 11 pttbapl & 
debatable po1Dt, but the French dld uoo tho throatonod 
b&D to tore• to Cbineoe to opoed DP clurlnc the con­
.;eotlon ot c&r&'O at ll&lphoJI€. Othtr eoD01dorat1ona are 
.ore tptcu.l.ath·e - chether the Freacb wert acutel7 
apprehenalve of increased Ja~eae pree.ur• 1D tbit 
rt&lon, and took etepa to convince the Japaneae that 
France .,., Dot aet1vely aidlJI€ the Chineae Natlonol 
Government, it of course a cstter of conJecture. I ha•e 
evtry reaeon to believe, however, that the GoYtroment 
Ceneral 1o conooiouol y ,..,... of tho potential 4&ftGtr 
froiD Japan and will DOt heoitat e to take o.ny otop, ot 
0po11t1oal oxpediancy' , to r emoYo oueb 4aneor. O!tlcialo 
ln lndoohlna ht.n ot&tod this 1D no oaioundorotand.eblo 
worde. 

Tho Dl!*l"tmont M7 be iDterooUd to lmow that in 
certaln c1rcle 1 , perticularlJr Chineee, the preeeut acUon 
or tho 0oYOrDIItD\ Ceneral 1D cloia& &oat with tho thrt&UDOcl 
ban io attributed to (l) rceeut reported Cbinoao 
•1at.oritl, (2) ra;:10re that Rulao-J'ape.neae relatione bilTI 
tat.n a turn tor the worae - aa contraate4 with the trace, 
acd (}) tbo oonlctloD tht.t the J.merle&n neutrality low 
trill be -dod to perai t the obipmODt or &rao IUicl 
lDWlitiono to Fra~~ee and areat llritaia. 

Reopocttully youro, 

Orlclnal and 4 copieo to the 
DeportmODt 

Ol!ULSS s. mJ), II, 
./o&lor le&D ConiUl 

Copy to :Emban7 - cmmgldDCo Pelpiq 
Copy to Oonoul&to General, i!DDC IDD.C 
Copy to OoDoul&to, Sa1£QD 

(Dr&!\ or thit d_e-\Ch r~o1Yod ttdthil 
Conoul&t• ••,_bar 1>, 19}~· 11&1 • 
!lo-re::ber 7, 1939·) (Cop:r) 800 

Cs:t./OJ 

:..37 
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rROMI .U.r1oan labaur, Rio de Janeiro 

10.1 3'78 

DAflt Ootoblr '1!1, 19~ 

Jl.ltere11o1 1• seA• to the Dlpal'taent ' • oo. 208 ot 

Ootober 20, 12 •· 
Oollt1ru.UD11 111 wr1t1J>g vaa aaAe b7 the Bras1l1&11 

OoYel'l18ent toda7· We are t orwar41nc oop1ea or lettere 

na ail' aa11. 

UtD 
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OAT K tl3. •. 

MR. HARRIS 

' I I . \ . 
.. 
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ft• r.u-uoa nc- 11.,. ""' ... ~ ... "' -
.U .... Au-tle1 to u4 tJwl Ius; I ? peliM 1 lael.U .. ""' 
Wl-• s ,..._ nc--• 4o not lMI.uds .... ...... SUI'J'-
l ....... ,__.., 

.!m 
C.W.u& ,_ rs.m , , ,, oromn ftl~ ~ 

1977 .,,:199 107,455 l:I6,0,S )1&.792 

19" u,:J 85,251 U5,802 26),400 

. 1, , 41. "·'" 71.'113 l 7;. ,Sl6 

.!!!!l 

1977 .. .4'1'7 122,aoa 140,660 351.339 1,. ,.,,r,; 108,995 131,1U ,u,oos 

"1'" 54., 77,124 87 ,005 218,'186 

. ,. ... ....... ... 

... 
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TREASURY D EPARTMENT I -
WASHINGTON H/ 

......... 
~-.-..... , . ..,.. ... -__ ... 

.... ,.,__...-- ...,..._ _ .. "" ... 
!TaPa CA. 
cu 

l!EI'QIT FOR SECJIEURY IICI!GI!Ift!Wh 

_./.l 
Ootobor 27, 1888, 

111 ro1t.n1 to oloaiJ>C av•-• which han bo011 nquaot..S, 
the tollowiJ>« applioor 

Co1t• a Patent Fire Jrma Konutacturinc Comp~a 

.bother oontereuce •• held with the contractor on WoDd.ay, 

October 2S, 1939, tor the purpo .. of eonoidorinc all&J>t ch&ll£oo 

dedre<l b-; the ooJttr•otor 1D the oloelq a&ree~~ent. AD UDdtr• 

otandiag •• arrind at. A raY:h..S agro•aat duly olgDed and 

atte1ted b&e 'bela reoe1Ted troa the contractor ud the oat• l e 

now in tbo otatuo ot final r"ie• in tho banda of tbo rorioW'ine 

ottioere. 

Conoolidat..S jiroratt Corporation• 

lfr• Ro~lin& atotoo that llaJor Float, pruidont of tbo 

corporation, telephoned hia that the acre~t. • • dratt4d, 
would not be a.-ailed ot, but that the corporation •• the oDly 

bidder and it bad tiled an altornato bid propooiac that tba 

l a'7 Dopartaellt a u .. a o a dod~totion of coot againat tbo 

coDtroot eo,c ot tbo coot of tba propoa..S apocial tao1litioo. 

Nothtac hao boo11 hoard trca tho 11&'7 Dop...-nt. 

1 .. •ttoro do'telop..S ao tollowo• 

Do Lanl Stooa TurbiM ~· 

1. lottor wo r .. oind trca tbio oontraotor requootiac that 

a coot oott.tod at tla,ooo.oo of a opoo1ol duip protil• tool 
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be allon<l u a de<luotioa &&ainot a propoo..S olllloootraot to be 
.,.Sortllcoa by Do IAnl tor the ooutruotloD ot tho • 111 pro­
polllDC woit and oortaia auxil11U7 oqlll.-t tor a uw dodp 
ot ou-riDo ohaoor • tho Dotoo Boat and llotor Worko be iDe tho 
prl.u oontraotor. Tha reprooODtatbo ot tho Do X.nl -
hu boon roquoot..S to tumioh •- a441tlonal llltOJ"MtloD. 
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Oo-.bor IT, l~i~ . 

Rn OU FOR SI.Clli.IAIIT IIOilOiiJ'I'IIAII o 

l n re&&N- W oled.Jtc &Cree-ntli l wh~eh ha•• boee:n "i"~' 
tho tolloorlJoc appllooo 

AD-other eoat..,....• ._, beltl wi t.b. tN ooJR.raet or oa M.ollda1 • 
Oowbor aa , ua~. rw \he purpooo ot - o1d or1 .. o11p t • .._. 
dttlrH bJ the t oRFU'tor b '-ht t loeiac: acro .. at.. Ita 1Hidtr­
t c..n4ia.r; ._, errl•M ••• A zoen..- t.c~nt dt.al7 d &M4 &ad 
atun ..s haa "'-• I"Mtl•M tr• \he eoatrao\or • nd t he " " i t 
ILOW 1a t b t e\at\11 of t t-.1 reT1tw 1D cht h&ndt of tht rnit wi.DC 
ortiot r t. 

Conoollda~ Alroratt Corporatloao 

llr, Roll~ .tatoo \hot llojor fl" t • proo U ont or tbo 
eorpwatl•• Wl•p"-4 bill ~t the &~,.....at. •• d . ....rt-ed , 
wovl4 an M anil .. ot • b'llt 'Cb&~ the torpor•t 1oa • • tho onl y 
blddor ... n - ru .... altora&to blO propo ol"' that tho 
._.,. ~ ..tl .. •• a &M.-.tl .. or ••• " a i a t t Ult 
oontrao\ .,C ot •• ooat ot tloo pr opoo., - l ol t ooU l tloo • 
...... be lou - ~ ,,.. tloo .. ~ Dopor- ot • 

... _,_. tn.lopod .. r.u .... 

Do IAftl - "'"1M ~~ 

A 1.-- •• roool9M r... "'lo oontn otor r oquu tl115 tha t 
• ••-' llt lM.t ... , ela,ooo.oo ., • qoeia.l dod&• p.rotile tool 

~~rv for COC31t t 1oner . 

4 I 
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._ .u.-. •• • uc stt• ap1ast • ,..,. ... ....__ .. ._ 

......... a-.1 ,__- ... u • .,- ..u,... 
pellbc ., ... -· .. a.aillu7 ........ , tw • - .. """ 
of •-rf.M ••-• - Delee - - - lllfto Nbc \M 
pri8e -~· 'llle •••-•"'" t1 \lao Do Laft1......, 
bo - ,......., M twal* - .Ui\1...& ""-"•• 

c-!•L_.. 

' . • 
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nail .&..rioan Kllbua)", LoD4oD 

lo.a 2183 

DAftil Ootober 27, 19:59, 2 P••• 

J'OB !HI: UOIIE'l'ARY or 'rHI 'I'BJ:AIURI. 

!h1a 110rii1J18 Mr. Vh1gbaa wu brouaht 1D to aaa aa 

bJ lCoDtagua loi'IIAD. A.a wu a aDUoDe4 1D ar DO. 2178 of 

Ootobar 26, 8 p.a., Vh1gbaa 1a to ba their Aaar1oan 

rapruaDtaUTa. It wu ada olaar b7 •oraan that he 1a 

a4rta1J18 the treuurr that Wll••• theJ han the aoner 1D 
baD4 the7 abould DOt obli.gate thamaelTea t or purohaaaa. 

It 1a for that reuoD, therefore, that 1t aar baooae 

neouaarr that a large ahara of theae aaour1t1ea be 

l1qu14ate4 qui.okl.J. 

Bea14u the Cll.ue A li.at, whioh I f orwarde4 to :rou 

b7 pouoh, there 1a a Cll.ua B li.at of uour1t1ea wbioh are 
• • 

not eo readilJ ~etabla. I tbillk I lhall han tbia 

l1U bJ !Co~ aDd U aOOII aa I reoe1Ta 1t, I lhall aaD4 

1t to :rou. 

I wu told tbia aorll1118 bJ •orsan that arrangaaanta 

are be1J18 ada bJ thea Y1 th the aterl1118 oountr1ea, that 

h, the l)oa1111olle with the uoepUon of Canada, ArseDt1Da 

aDd the loandinartan oountriu, tor the oonUnuat1on of 

their tradiDC Oil a etarl1118 bu1e, Y1 th the prorteloll that 
if 
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if there ia a balance in taTer ot t heae countriee at tbe 

end of a period which will be decided upon later-- perhaps 

aix mont be, a ;rear or two yeare- -th1e will be worked out 

b;r the British Government . They do not advance an:r well­

t hought-out plan vben t hey ea;r 1 t h1a will be worked out• , 

For inetanoa, with reference to Argentina be said •ve 

would uae the large quant1t;r of Argentine bends vhiob ve 

own 1 ; with reference to the Soan41nartan oountriea be 

aa1d, 1ve would probabl;r pa;r t he t1nal adJuetDent in 

gold, although ve do not collllll1t ouraelvea to do eo,• 

What thie doea mean, however, ie that it would permit 

trade to be maintained on a sterling basie with a promise, 

not too definite, that at a later time adJuetment will be 

made . There 1a an entirely different problem with reepect 

to Canada . Norman s&Ya that Canada i e raising e loan, the 

greater part of which the;r will make available to the 

British. Bov aver, he aa;rs , t he Britieb feel that since 

Canada ie practicall:r on a dollar baaia , in the lest 

anal;re1a wbatever order• are placed with the• will have 

t o be paid tor 1n American dollare. It ie their reeling 

that the Cened1an aecur1tiee which t he;r hold ere practioall;r 
a ver:r eubet~Ual aaount of erw<••nbcJli!ll 

f rozen and are not of much uee to tbea;Tfncluded in t hese 

Canadien securities. 

I will keep ;rou 1ntorse4. 

' . • -r 
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J'ROM: Auer1ean Emba.aoy, PR1'1e, f'ranoe 

DATE: October 27, 1939, 10 a.m. 

NO,: 2~88 

The following 1e pereonal tor the Secretary ot the 

Treneury : 
..ZJ! Reterenoe ie made to your telegram ot October ~ 

~ o.m., No. 1289. 

We have received 1ndioationa tro• both Ruett, Under­

Governor ot the Bank ot F'ranee, and Couve de MuMille, tbe 

Acting Director ot the Mouvement General dee Fonds, that 

they can en no obetacle to following the l1nee indicated 

1n your telegram. Governor Fournier ot the BAnk ot France 

1e absent trom Paris, but 1e due back briefly next week; 

the delay in setting up the euggeeted machinery baa been 

due to hie abaence. 

BULLIT!'. 

EA:LW 
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.5f,#,.-.r.,/ _,.,;;, A:?-~.,,.r . 
~=::;_;-;.~. =-~ t?-,.Y, ~ ..... ~~d""/r ~-- ~~, 

/..e?'~ J ote4 --.._ 

• DEPARTMENT OF STATE I , 1 : oee1ifi0 
WASHINGTON 

October 27, 19~9. 

My dear Mr. Secretary: 

I enclcee a copy or paraphrau or a telegram 

Juet reoe1Yed trom Ambassador Bull1tt, tranla1tt1ng 

a pereonal aeeeage tor you. 

Enoloeure : 

Sincerely youn, 

Herbert Feie, 
A4Y1eer on Internati onal 

Eoonom1o Af faire. 

Paraphrase, llo . 2&88 
ot October P!l :troa Parle 

'rhe Honorabl e 

Henry Morgenthau, Jr., 

Secretary of the Treaeury. 
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S~orttxry of Stat£ 

Washington 

2189 , OctobEr 27 , 

Pat TREASURY . 

PLAIN 

LONOON 

Da ted Ootobrr 27 , 1939 

Reo 1d 12 :30 p .m. 

l. Pollovnng yesterday ' s rtduct1on 1n the bank rate 

the clcar1ll6 bonks announced a reduction in their dEposit 

rate to • ptr ctnt but for day- to -day loona asainst bills 

thEy fixtd thEir ra t£ at l per cent and for loans against 

bonds lt ptr ctnt, thEsE ratEs comparing with prE-war 

lEVElS Of t and 1 pEr CEnt r ESpECt iVEly , 

2 , Contrary to custom tb£ stock exchange rlid not 

lowtr the minimum p-ic£ of war loan when i t beonmE EX­

divid end ytst•rday thE rrason bring probably thE largE 

rortign holding of this stcurity and the danger that a 

reduction in the minimum pricE might cauac mh•>nderatand­

ing , Gilt - edged stcuritit s wert dull todny on profit 

tald.ng , war loan closing 91 3/4. 

3 . FollOYoing thE Board of ·TradE order rroort cd 1n 

my 2179 of OctobEr 26 , the pr i ce of silver rost yts tcr ­

doy to 23 3/Sd. per ouncE spot a nd 23td . per ounce for­

word, The Ex pectation thnt l i ccnacs will not bE grantEd 
for 
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for silver imports fran fercign countries ooustd this 

riot which was however limited by the expectation that 

imports from certain Empi re countries will be permitted. 

The silver price today was unchangEd for spot, tbt for ­

ward price being 22 7/Bd. 

4. Tht Treasury bil l rate far today' a tEnder 

avcruged about Ll . 4s . 4!d. Applications totalled 

L99, 890, 000 and all applications at tb£ l011cst rate 

were allotted 31 per cent or their trndcrs . Next wrrk's 

tender is to br for L55 million. 

KENNEm 

!'tR 

• • 
• I · .. 

·, '::. ·" ~~1!\ 
.. 

'\ 

" 
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WASH ISGro!! 'l'lli3S H::itAl.ll - Octoltor 2? , 193!' . 

J'CC Rc ,•h •e!l the 

Black Cha~ber 
H \ S SET l 'P Bll'BEAll 

TO DF.('ODF. DI PLO-'L\TIC 

ANII BUSi lO:ss CA.JIL£!1 

----By Fraak C. Waldrop---------
))o you~ lht teletahon .. the Poft.al Tettcraph, American • ah .-n a quiet eomer. tOme am 

tdtJ,.Ph •nd lhe eablel? Ttlepboae and Tt.Jraraph Com• diOUI Ull4t.anl.f.. and lota o! 
1M you HDd radio dlbiaatMf pany. RadJo corporation ol II Lodl!d meMI.IM to play wJUI, $f) 

II M~, and pantcutarly if fOU Amt~ca. and au the 1ub.tJdll l7 U\at , he became Ot\c or the. 
"n bwlntN abroad, bttlr tn cable and ot.be eompanlt't h&\'t world • ll'tiWt. authorlttei on 

Act that tht Oovemment of to cht.ck tn to Lbae w)eople cryp\OfraphJ of 1U kin&. and 
11'11 Unltfd 8tatet il eh«ldnc 4Wtr7 dq with rtport.t oo what on IO'fttn:mtntal ac:crttt. 

1
,p on t11'lat you...,, bus!nua they ha ve ®Int. 

DP«itli.J U JW are lhe 
tnfOJ' or aauat or a tortllft 

,.,., or a Mnltr or a bustneu­
IIUD or a newa a.rt:IIC1 Jb&Af.Jt'r. 

Yo.. IU'. '1'1\eM- 1nQ' 'IN: t«b 
if" ... D.F pta«Nl .,. lD the 
t al.ttd Slaw.. Wl )'OU'd rwqr 
.,.. ~' to otr.n-• lht warrtte 

JN.MU"ttl bthtnd the cun&ln 
t-t NIIC'W Wuhtnct.oD .. dvUian 
ft"'"\L. '!but are Pt'OJ)Ie bc':r e 

•ttlrtl prtnte rilht.a Jua u 
t! 1114 .,,., wtre t.l~)' on and 
I ~ 111 Ubbt.lt wtn t.atlnt \be 
1•laoe of .. lM:rkrau,, 

'] 'II!';R.C hiPPtN \0 be a ~ 
Hll OoVi!mment or~t.nlM­

titn\ 1t work l.n New York r olnt 
l'llf't «1\'ffl' c:abl~. teleJl'aph, tele­
JI'\ene and rt.<llo meuac-e como 
Ut• ln or aolnr·out of Lhat ~;tty. 

Thl, ntnt)'. on •peclal au­
' ''nri1V from PrNMStnt Jlo06e. 
lt!t , It com•nandtd b1 Cl\alr· 
,,n f\1. of the Ptderat commu· 
t.n eaU(M'I oomm1111on 1.nd It 
1 '• .t.Mume<l ,..,..,. 'orvad po'l'· 
, on bthalt of rcc tnttftttn 
•nd Lawnra, ofnctra ~ dYU· 
a • Of UM N W\U'7 and N1nl 
J •rW.«DC'f: ~ S&.at.e De 
r tf\mtftt otnaall Ull4tt dfrt<C-

-n tl .........,., &cc:r'tUt7 
• """' w-..m. aDd ecent. 

he ~I ~a of IDvdo ''* of U.• ~nt of -'tatt than 10 aperta oc oodes 
e 'otfla .....,bled m N u. 
tan wllh Cbalm'LI-D P'l7. pee 

'Vt'll.l OOUNitl WUU.m DtmP. "r'l" roc Enrtneotr o. o. 
~ d 1 ff'(Hn• Lite a natyal.a of 

~ .tJttr•. '"'" w,.t.en\ un,lon. 

NOT mt:tttJ diPio~na.ue corr• 
apoodtoct bu\ commt:rdaJ 

and print.e mtM&CH art btlnt 
d«<d.ed aJid d'l«ked - &o ~ 
well wlut.C"'tt lt 16 1oM Ocwtn~~o 
m.t:M W&n\1 loO *'· e.Qd tht 
heck orilh «mMMWUonal prlftC.J 
or pnn_te ~ 

Ba..ckua aod D'l.l.ftUI.nurtn 
Wbo had thOU.Jht tbdr tai!IM or 
recect dat.t. fftt confldtnUal 
a.tt: lft tor IIOa'le .urpriM:II. 

IX>R th.l.l Is the Amn1ean 
.1' Blaele chamber n!¥'1Ytd, ~ 
lal"ctc~ and 5DOrtlnl • ••1 

.. If thl 
UnlUd 
SUtt 1 
Wtrt at 
war wtth 
lht world 
and tN 
con Jr ... 
h&d t h'tn 
~mtbod1 
f u I I 
oowtr to 
1Ut and 
" • r ' 
~ • e r 1 ......... .. -.~ 
Ulo. 

T o • -­~·.,. 

I 
....... 

........ -r h • 
AtMrie&D Black Cham btt" •• 

Bac:t lA Wodd Wa.t dan a 
cltr'k 1ft tbt Sta'-e Dtpe,ruDtnt 

I 
by the nam~ of Huber\ Yard• 
lf'J ..-u found to hne an aoU 
end~ f~ ~~nt. He wu 

A~ o1 M.r. YardltJ''a f!r.u 
lltt.li .\lfter bdnt f ind ... .._ .. 

t.o writ.CI \ boot ~ntltled "Tile 
AMeri(M :Biac:t Chambl'r;• He 
told all- aad thm 10me.. 

lt did Mt mdtu hlm •·it h 
tht 8ta'-t Oepartmtnt. bl.ll lht' 
Japanu. loved ll. 

Tht)' nevt<r had undrr~·tiXWJ 
how w-e wtre • Jump ahrad <~( 
Lhtm ID the D!Armamrnt Con­
term«. 

At\.er Mr. Yard~'s lU.ttU.f 
tndfe,YOn.. l !ad: ~r oPt"r 
t UOI'Ia Wfft' Pill tad~))' out ot 
aiM b7 our QoftrruMDl. •od 
DOt WLUl a feW 1l'ftb aro .-u 
UM.....tnl~ 

l 
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TREASURY DEPARTMENT 

INTER OI'I'TCE COMMUNICATION 

DAT& 0otoMr 1lf 0 1119 

TO S.Cr•tu7 llo_.._ fd)Q , . ... 

,..,M I , I. !Ml. 

pc n·r·w 
Offerl-e llarlra' 

Mtwrtb ~ D!l! '"" lr1!L 1 rwlw 

3 7"· 6 ••• 
.,,.,. 0,'1'& 100 100.10 10/~ 

(Mq 1, U4o2) 0,80 100 100.1 6/Uaa. 

1~ o. '!'& 100 lCO,liO li0/ 31Ja&. 
0,80 100 100,16 16/3-

0.'1'& 100 1/1 100.30 u taaoa. f=-
o.ao 100 1/ 1 100.16 12/13&U 

2 , .. 9 - · · 
,,.,. 0,80 100 100.? ?/11• .. 

(~. 1, l MI) 0,115 100 100.3 2/32a&. 

1~ 0,80 100 100.1? 17/J3&U ~ 
0,115 100 ~ lJ/J-

a7-• 1~ 0,115 100 100.lt ttl•• .. 
(Joy, 1, 1M3) o.ao 100 100.10 10/~ 

0.115 99 7/1 100.1t 11/naa. 

o.ao 99 .,, . 100.10 U / aa.M 

1•1/ .,. 0,115 100 100.31 .,, .... 
o.ao 100 100.2l 2l/ aa.M 

0,115 100 1/1 100.31 8/J-
o.ao 100 1/1 100.2l 17/ .... 

o.ll5 100 1/t 100,31 11/ .... ~ 
o.ao 100 1/t 100. 2l lJ/Jiab 

lUI.& Proa- .,. t.a.o ._, •' •tl•noc •' t11.e ta•' \llrH DC ta-• raoce 

fr.U/._.. teli/ IW... 
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At our conterttlce ln. 70UJ' of·ftoe on. '1\aetd.AJ, Oo\obt? 21•Ua, J'OU 
uk~d for l nf oi'IM\loa r«l!fU'41RI! c er\A.h c..n..lha \ukilllf lno\Uu U ono 
lavln~ br Mchoo o~ acoacloo 111 11 ... Tori< OU7. 

l • aUaohla« bonto (1) _,._,_ lirlac \ho -· hoao offtco, 
oM ll('lllCJ ad~rooo la II.., Tori< of \hooo c.......llaa lnotUuU ono ao• dolec 
'buolntt• I n llo• To r1<1 aacl (2) 011P7 of Seo\lon 27 of tho • .., Tori< Bealrtec 
lA• whlcb lo \he pertlua\ oocUoa to P'MUa« llcouu to forolp 
torpora\toaa . 

'Pho 1up•rlnte~~4ont of Banko 1n w ... Tori< tPJI \c ~&Uof7 ~olf 
t lat fii!I DC7 appllca\loao t roa forolp -..... OOM fro• aoun4 lno\ltutlono. 
He geh a at"t..sn\ t'Jooll the h...t office an~ h• c ht dcl wlth • •• Tork: 
bt.nkt tO d.t\1111'1dDe thll• IAeh a«eftCI:7 11 l~ifttcl o nCI!! a 7Mr \o dehtwiM 
t ho aaount And chAr&ctor ot Ito llabllltloo. Aconeloo of foro!~ bonko 
do 110t occopt dopo ol\o 'llut \ho7 do &eqvlro dobh &rltlnlt out of couorclal 
\rantACUone wht ch t n eo•• ca"'' are at.e\ t nc.tt eUn,su.tW'ble t ·ro• 
depoat te. 1'b-.te h&Yft hen nc.-nt probl •• t n coMtcUon wt tb Polhb &D4 
Cs•eh b&nko and t ho .... tnatlon and wuporYlolon lo ~~·~ to be t l «htonod 
up. 

./ 
. ~· 

,fWlhce 
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Oetober 20, 19:59 

r·c:t THE PRESI DEft 

!lew York a13eno1 .. or Canadian benkl.ne 1Nit1tut1caa and 

their ad4ro•••• •• g1Yan 1n the la_toat annual report ot tJw 

Super1ntendmt or Bazllca ror the State or II•• York are u 

l'ollow.1 

Bank ot Joctroal 

!lanlc ot JoYa Se o tie 

Canadian n.nk or 
c-ro• 

Dominion Bank, Tho 

Ro)'tll Banlc or Canada 

LCCATI \1!1 

llontroal, P. Q• 

H.al1tax , H. s . 
Toronto, Canada 

Toronto , Canada 

Jlontroal , P . Q , 

ADD:U.SS 01' AOEilCY 

M wall s t. now York 

49 t/a ll s t. new York 

Exchange Place and 
Hanover St.new York 

4 9 wall s t. now York 

60 w1111am st. 
!lew York 

Tho perts.-t a"t1Cil or tbO lin York JJ&nk1nc Law 1a 

Section 2?, • 001>)' or which 1a attaoh .cl. 

. 
( 
J 

• • • 
_p. 
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uo.~- to t<>na1cn CCIZ']lClll'nt.1cDII 1 ~ 

Upon~ IV' tbo cupor11\Wx!u>t tl'col czq t Ol'Cl{:Q 
~t1t11 ot ., appll.catl.cn 111 !)l'Opar ton rar 1«m> to do 
ll.u>1no:~o 111 th1a otc.to under tho !..-crr1#1tloo ot th1.u ehnpter, 
bo ahall., to' INCh 11m1at.1s t1tll1 u hG -:r u., """""IW7, 
uatlntY "'••olt w'Mtbar tho apr>Ucont t»:f ...t~ be :>ONlttod 
t.o do lauiSMM 1n th1n state. U n- lal4b 1.•rretJtleat1tln be 
obell be •Uat1e4 tl».t u 1.e .. s~ lll:ld CI:C)MICiiont to szwt 
euch a))!>l1oat1tlo ond 1t obell bnYo ~ "'- to b1.e eati.e­
taot1tlo tl».t euch e,p;ll1cont -.;r bo aut.borisad to ~l" 1A 
'ta•e1-o 1n tiWI at..to paralllllt to tho pt'OY1.ela:>.a ot tiWI 
cbepkr end haD .._,e4 'll'itb All tbe ~t.o ot th1.e 
~!';j be obell i.eauo A llc:cn:e Ul>t!ar h1a !Wid m>d tbe 
ott1 · Ileal ot tile ~t autbcr1sSAc ....., ap; llcmst to 
CU'%7 .., IWlh 1au11ne,., at. tbc plaee •:.as.,..~ 111 tho llca>De 
cod, it ouch 11cmoe i.e tar o ll<al.t...d U.O, a~ tbe 
4a.to u,... 1lhich 1t. GlmU a:r;pU-e. ~ liCIII\liCI ollall be 
-t.e4 1n tr1pl1e<lta ad tbo ~toDdiCt :;ball ~t 
..,. Cf:lt1T to tbo ap. 11c:mt, ru.. anotbar 1n tl"' offico or t.be 
da~t tmd t1l..e <be tb1rcl 1n tho ott1ce or tho elart; ot 
tbe ooomcy 1n -.bicll 1D l..oc4t.c<! tho plAoo dool.ci>Atad 1n CWlb 
llclllleo. ~ t1rt:f ouch llc:~ 1D iD:Al.Od f <ll' ono yea 
car looa, tho lltli!'(l%"1ntandmt -.;r, at tho OXJ>1r~Ucn U>c...ot, 
rm...., C'.ld> licctUie t01r cue JfJOJ'• 

• • 
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TREASURY DEPARTMENT 

INTI:R Ol'l'lCE COMMUNICATION 

lleter•••• 11 a4e to •1 -• .. 4ua 4ate4 Octob .. 23 111 rtprd. to tho 

bo411QC of parcbaoeo of tba hiltol .Loroplaoo c._. 
l:r. boa tolephono4'M at 11100 o ' clock 011 October 25 to tho affect 

that t.he opot'atlon •• a llt Uo 41tfeHI>t froa that which ba bad orlcbal.lJ 

~ .. crlbed to me, Be eaid that OoY-...r llan-ilc1> ha4 Ollbao(OlontlJ rocol•e4 

a leHer froa llr. Oaboru which 4oacr1bo4 tho oUv.tlon, an4 \bat thla -

bti.D.C forar4e4 to ... .1. con ot \!I.e leU er i n queaUon •• rece1Te4 ,..,ur­

~ ad 1o anacho4 horno. llr, ll>oa ~llto4 with u afUr tho letter hod 

arrl• t4. Bo aloo let ao mow JOotordaJ of a oOIIYer .. tlon which ho bad ,juat 

b&d oith llr, Bolton of tho hl>k of ll>cl&D4 wlth ro-t to aothorblnc llr, 

Oaborna to ci•e lnotrooUono to tho h4oral boern Jank at :row Torll: ae t o 

mtn tho lallor ellonl4 - -h, "P t o a ll.•U of .1,000,000 , t o ballll:o 

tor the or4e.r ot concern• or 1n41ri4aala wl:dch wre uportbc .r • ttriall 

parchaaed 1>7 the llrltleh offlclalo in thlo coW>trJ. boa pr..,iled to -4 

ae • traucrtpt of the t elephone eonn"r•tton with Mr. Jolto.n. 

!he tru .crtpt arr1Ye4. tbia aonU.ac, ud a con t a attached. 1 tua­

...,.iltd thlo arraac-t to tba locretarJ thlo .. rniJ>c, .. d told llr. boloo 

AI 10115 tbat U app-o4 · fttlraq .. thfactor1 to 11a. I aoll:o4 hla to 

co.ntira, bo"Ytr, _, UDderatuuU..uc of one aent ence 1u the ti'Nlac:rlpt ot thl 

COllYtT•UoD, !hie .. At·UC· r-.dt •If l D orUr , tbe7 would a(tk U l to pla~ 

$1,000,000 at hlo dlwpo!IM~. I aoll:o4 IDoa to - 1t cl- that tho 

$1,000,000 111 (OlOOUOI> .....U4 ooa• from t l>o Banll: of ll>clao4 IW14a actuall;r 

oo 4opoa1t with the :r.4aral, aa4 tllat oo credit •• I.Jm>ln4. 'IIllo ho coe­

fll'lllo4. 
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BIUTISB PURCHASiliG lUSSION IN CAIIAO.l 

House of CollL"!!ns, 

Ottawa, 

23r d October, 1939. 
OeBr llr. President, 

I spoke over the telephone to Knocke this morning about 
the following matter: 

Two agents of the Bristol Aeroplane Compan,y , llr . F. 

Whitehead and llr. A. J . Hunt, came to Ottawa last week at t he 

request of t he United Kinsdom llr Ministry to obtain advice and 

assistance in connection with pu rcha seS* IOhich t hey wish to make 

of c achine tools, Jigs and inspection equipment in the U. S.J.. -

They ~old me t hat they might be spending (.5 million or more and 

t hat of this sum anything up to f·l million would probably be re­

~uired in the next six or eight weeks. 

I accordingly asked Knocke wheth~r you could furnish them 

wit h dollars against t heir certificate on receiving sui table instruc­

tions from the United Kingdom Treasur-.n and as he said he thought 

this could be arranged subJect to the consent of your Tr easury, I 

have cabled to the United Kingdom Treasury asking for their approval 

and action through t he Bank of England. l!e~.nmile, I enclose spec1-

:nens or the signatures of llr. llbitehead and llr. Hunt produced 1n my 

Pre: ence. 

Yours faithfully , 
1.. 1 fl 

(sign ed) J . A. C. OsborneL •. · • 

• None of this, of course, subJect to the embargo. oc sea 

MEC EIH D 
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~DERAL lti!'S& AVC: BANK 

M NEW YOftK 

89(e) 

OFFICE CORRESPONDENCE 

CON YIDIIIIfUL Fil.D 

DATL- October ae 19!8 

suoJcCT f!I.IPIIONE COU!Jl.SjfiOS rna 

BAN It OF EliGL.lll D. L. 11. Jtnoke 

•r. Bolton celled at 12a411 todq. li e asked bad 

l!r. Oebome be .. 1n touch with u s recmtly. I replied t hat 

llr. Harri aon and I had aet him in flaabiDaton a week ago and 

t hat llr. Rarri- bad recahed a letter reaterd17 ape&Jt1.a& or 

certain purcheaea or t h e Briatol Aeroplace CoaopllllJ. That ns 

axactlr mat b e wanted to 1Dc;u1re about, Bolt on N.id. llould it 

be all riaht i t thaT a .. t us a cable •aldn& u • to aalce P'111atta 

on hll i nstruction., He !mew aore about t he business t han t haT 

did in London and, t herefore, th• would lUte to t ake adYantqe 

of Oabome' s prea.,oe on t hi s s i d e or t he Atlantic. They wondered, 

however, Whethe r we could act on his in structions Wi t hout anr 

" br each or our l awa. It in order, t her would ask ua to pl ace 
I 

n ,ooo,ooo a t his d.iapoael. I r eplied t hat I wou~d diocuu t he 

~etter with our l awrera and would cable hi• l a ter on. If it wa s 

too di ttieult t o arrltDI• it t hat wq, Bolton COlltinued, t hey 

WOUl d instruct ua to a alce par=.,ta e&ainat documCIIlta aucb the 

Ul:le af 1D t he past • . 
Bolton then stated t b &t t hey wanted t o und somebodJ 

~o t he Arg.,tine and they were wondering 'Ohot hor 1t would not be 
.., .. 
..-iiiJ!la~ tor t hat pereon to co to lew York t irat llfld t hen on the 

Pon Mlerican .Urllne. Bow d.ic! t hat ae rvica run nowadqat I 

r eplied t hat I ~d 1~ t.Dto the 1aatter and cable bia tonilht 

c!et aila, aucb • • the aebedllle, t he chance ot reservinc ac...-datiODI 
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TREASURY DEPARTMENT #l-
INTE R OF'I'ICE COMMUNICATION 

DATa O.te-... 27, lffl 

!be tonip. =M·ep ~ -u- 1e V.. quiet tr_, ot tile put tflll 
u,o , aU !IouP ••• la-•t WU oloowa la tile p.ilt.r u4 tile llo}ta. !be.,_ 
lJIC t110~Uoa for owu-. .,.. 11.~1/2. lborUT V..roett .. tile Ourav !Not 

Co~ recoin& a : ..,_ .. orUr to ooU 1.10, 000 u4, vpoa tllo '1'1>-- of 

lhh ·- 1a - -.kel, - raU ~~- .. ........ ~-· .... ""-toT -u 
-h \ llo ort.r, *7 roeain4 -- or._. to pvolluo 165,000. 1\ -
wHIIUow \he 1.10,000 ott .. to V.. -at _. •'"*' lt witll tile '-T ·-· •• 
oboul \llo u .. Wo attar wu wUIIAr .,., tile m...loal ~- _. ~~ 0...,-

- roporto4 u •oUi"C ·-u-. ia -.11 -h, u4 ,lui befor e -• tile ralo 
•- llo4 tllo low ot - &q at 3 ·'J')o3/S. Dariac tllo attOI'DOOa, lllo rah , __ 

pari ot tllo 4aol l.a 8114 olaoo4 "* 3. 'J')o7/ l. !be fhn;•• llruoll ot - ..Uaaal 
Ct\7 J-reporlo& Ulal Ula J ..,-oo wro o.u_., of o\orlt,.. la t ho • ••;·• -· .... 

lloporlt,.. 11-. la ._ T.,lr: _. t11o ~ ... om JaM reporto4 oolao 

lo\oll-.r 1.308,000, hoa tile tl>Uowi"C •-• 

0o~o1a1 .................. ......... . .. . .... . ........ a :JZ,ooc 
l'orol,p. ..,_ (r. ... , eaA .... til ._rloa) ..... ••• •• 

t!IW. ••••• 

1r co~i~ 10 •••• •• ••••••• •• • • •••••• • • • •••••••••• 1010!'1.<000 

117 foroip. MU:a (:rV :a..t, ..-.po 11114 -til 
t.w ••••• 

fbo ..,_ a1M """"'"' -~ t11o hltlah Coal rol parchuo& oi .. Uac _., 

he 1o 1.76,000 al 111o ott1oial rah ot 11.02. 

fbo . ...... lrrlpo..-• -·-1• uporl ........ nu-llou b .... ,. ... 

Oll4 olooo& u folloW! 

li'MMil tr-· .. " ... 
lorS• ,.._ 

:lloJ.tiM 
o.uaa 
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-2-

Tho lecloral boom :&&Ilk reportecl the !o1lowbc 10114 o!U-ah 1 

t 1!)0,000 troa lllcl w4, oou1caecl to tho :Boaqu Bolce JIOV 1'11traacw for ealo 
to the .lao~ Offioo at lrew Tort, 

2,086,000 !roa 8011\11. Africa, ooaalpecl to the lecleral :a.. ...... Jlllk of 11ew York 

to bo .-rlr:a4 for tho acCOWit of the lletherlud. Jaat, 

2,997 ,000 fro• the lotbAor1...U ooutpecl to the lecleral :a.oon. Jaat of - York 

,..,.=..-..;;; to be aar...,lr:a4 for tbAo llOOOilllt of the Jotberl...u ......_ 

$5,213,000 !\>tal 

Do.riac the per1o4 froa Septea\w 20 to October 25 , the bal ... oo of the Jaak 

of !~d at the leclaral leoerft :&&Ilk of I• York were rellllcecl 117 tl~S,OOO,OOO, 

'fhe !rM~~UT1 1 price !or forolp dl<rw ~ vu flxecl -M•p4 at }51. 

J!o:>dT Ollll !!an&'• price ._. f1D4 at 3~7/81, off 1/81• which Ia the tint Uae 

oloco October 2 thet ileaq aDd ..._,. price wu fbecl u4w the\ of the !reaovT, 

'!'he oqutftlont of the LoD<lon price for ope\ ollftr vu liz,l)llll4 for forvar4 , .. 

lhery, 41,071. 

c.....sa ••14 to ... 100,000 -·· of .u ..... ua4or '""' su ..... Pvchaoo .Act. 

ru, .. too a total of 62o,ooo o-• pvcbuecl 4ortac October ll&4u ov -­
..,,with tbat CG<lll\1'7 to pvcbaoo lip to 1,200,000 OlUICOI of oilftr aoatblT. 

!hero voro ao pvcbaooo of oil<ru in tho low York ...,lett ....tor the S11Yor Purobaoo 

.let , 

Mr. lnolto tol4 • 117 tolepbou thio aorntac tMt ao of ~ tbo lluo1u 

Stote hnlc boldt t4,JOO,OOO with tho Chaoo llaUonal :&&Ilk u4 the\ the .btorc 

bol.11110o with thet 11&1111: h $1,100, 000. !M .&.tore balaaoo 11 the ..... u that 

repor\·e4 oA Ootobcr 25. !b.N hu bMD liD 1a.areue, bowft'er, froa the ficur• 

of $3,200,000 hal4 117 the lludu State Jaak ao of October 25. !hh pia r ... 

ll>lhd pr1no1pollT hoa a cra41t troa Stoclcllola'o ~14a Jaat fo.r $2,000,000, 

Of thio ou, $1,000,000,... .s.pooitecl to t ho ooeo=t of the lluoloa Stah Jaat: 

u d $1,000,000 had b..,. pa14 out, 1acl'G41ac $700,000 to Aatorc u4 $100,000 to 

Slco4o. 1'ba 1 .. t .... uollec11taa 11 of latoroot, poooi'blT co...,rlac o aaltiou 

ulo frca t ho fol'IMl' Coeall oonoorn to llwoota. · • 

I tol~ llr, Pllllf1ol4 of the rar laotorn Dhhioa of tiM ltato ~'­

-t thio aorlllac t o lot hi• lcDDv tho Soorotlll'7' o ~~~-1ation of 4oopatcbeo 

#222 AD4 223 troa llaJlcooa, 4aoliac, roopootiftlT, with coll41t1oao ot Balpbollj!, 

llld trauportat1oa of aaterlalo OYer tho ~ BilbnT· Ia aaovor to 

1111 hoquirT, 11r, P~loU tol4 ao thel opoolol iao~NCUou hod 'booa P'"" to 

Coli&Ul Bno4T at a-oa to report ell ... at~lo •terlal 'W"" the abo-Uoaecl 

n bJoctt, 11r. Poat1ol4 proaioecl to ou4 oYer ell nola roporto p...-ptlT Ill r.­

cth-.4. 
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October 27, 1939 

!ot 'l'bo Socrotar)' 

7roa: Wr. R.antt 

Chronoloft1 cAl order of eTenta i n the ao·called. •.o•l• ce.ua. • 

1. On 11<11 Jl, 19}9, • • reeo-ended to the Dopo.rt•ent of Jwot1ce 
prosecution of the Twtn~le\h Century-Pox caaee. fhtt t C3ttt lnTol•e 
Schf!ne~. lLa)'er, and Zanuck. 

2. D&par tcent of J~atlce then hel d ezttntlTI conftrtnctt wi th 
lhest taxpatere en4 their rrpreaentatl•••· 

3 · On Ju«ust 2 , 1939 , the .l.t\orne7 Gtneral aotlfle<l us that all 
&ubera of bla ataf't were of the oplnton that proaec.uU on wu aot 
warr &."lt e4. 

~ . He et&ted t hat the cue of Bloff bad 'bttD tu_rned o•er \0 
Kr. Carr of the Departaent of Justice wbo bad proctt4t4 to tht l eat 
Gout to prount the caoo \o tho Gran4 Jurr, and tho.t llr. Carr ..,.ul4 
utilise tho Gran4 Jury for the purpooo of t;ettl~ 844i tlonal nldonoo 
on the sbo•• reortanl •-atlon cue a ent1one4 &-t 1 t related t o the pout ble 
bribery of lnt~rnnl Revenue .l.t;ont Rarry Iadio. 

5· On Sep t o.,ber 27 , 1939, the 11epo.rtment of Juotlco M.dreaeod to 
t ht Chltf Counttl of t he Bureau a letter cont alnln& e:z:cerpt1 tFOa t he 
tr&n«cr1pt of ttettaon7 of certain wi tntlttt exaaintd bt Kr. Carr. 

6. On Oc\o'bor 12 , 19}9 , the Ghief Geunool addroned & t etter to 
Juttlce otatinc that rooulto aceompllohe<l 'by llr. C....r io hh ~p ... r-'leo 
before t he Grand Jury •ere diuppcinti~ to tho TU&Our)'• Prior \o 
'Ialli~ thlo lottor Chief Geunool of tho Bureau h.,! told Clark of Justice 
that the Jurtau wat not tatltf1e4 with Carr'• cond~ct of the ease before 
toe Grand Jurr. 

1· On October 21, 19}9, a conference .-u btld at t.bt o.part.aent of 
Juotlco and the Buro&U •as r eprooented 1>7 Wonchol an4 Spoclol .t.t;ont 
Ofttdal. !'bt ».part•ent of Juatiee .,._, repre11nt~ 'by Cl&rk, 1~, 
Sewell ley. end Car~. !bert wae coneldtra'ble 4lt tutt1on between the 
t wo doptu"taento abcut tho ...,nor i n which tho p roceodinco ohould bo 
eonduc ttd. tro• thl t polot on. The Dtptll't 11ant of J\ltUce etattd tMt the 
Attornor General ho4 decided t hat crialnal prooocutlon ohou14 not be 
undertaken but aaked uo to furnloh thea a llot of tho peroono .. thoutht 
ohould be called to tntlf)'• 'l'b&t 0001104 to confine thdt effort eotlrely 
to the 'br1btrr catt of our to~er eaplor••· 
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Thtrt lt one phaae ot tbe t 1tuat1on which t ntertttt ua and that 
11 that Wr. Carr, the aan to who• t htte CAttt wart at t1pe4 by the 
Attorney Otntral, waa foraerl7 an att1tt ant of Vr. Pltrton Ball, 
t)htrl ct Attorney ln Lot Angelee . Atte.r the cattt wort ... tped to 
CIO't, Wr. Ball • at eaployed aa eounael at a reteJ.ner, whtcb Wr. 'feochel 
&dvlooo •• 0110untl4 \o $10,000. 

Wo are oon41nc certain lnfor~~atlon back to Aaoht .. t Attorno7 
Gtn~ral Clark about t he w1 tnettte to be calle4 and rtlhratl n& for tb.e 
fourth tlao t M otatoaont that thlo Dop...-taont hao not chanc&d 1 ta 
aiod about tho e r lalw phaoo or the c"o•an4 oucgootln& tMt tM caou 
b• handled l A a aanner elldlar to that p#tteea'!~ 1D t he eat e of 
A M.entterc. ~~~ 

"Jw% 
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~- 27, 19)9 

,,..., llr. ~~-

Cbror.olu;t!tl . .... or m n\t l a \he to:eelltMl •.n. ce•u. • 

1. Oa M.,. 31, 19)9, w roaa ondod \o u.o 
oroooeuUon of \bo "-Uo\b C...WJ7-l'n """"' 
9chanck, Ma¥!1'• aact 7.a~Maok. 

ll4pu-..t of .lltoUoo 
tbet11 ca.••• lnolY! 

2. n.,. ... -t of JuUoo t"- bold ••t•oln oonl'tr onooo ot\b 
t he.! \axp_,,,., .a4 \belr repre.en\ a\1••• · 

. 3• 0. .WCUot 2, 1939 , \be AUonq Con•rol noU rt od Ul t bo t oll 
••"-r• of ht" t\a!t .. ,., of \ he OJ)1 &1oa \ h<\t pro•~tcu.tloft. •• M\ 
WI'I.IT!tft \ td t 

4, llo otAt..t t hat \ h o """" of Blort baA! MOD t o.rn..t o• or to 
llr . Carr of t ll4 IMpAJ"-\ of JuoUoo - haAI proeo..t..t to tho Woot 

eo .. , "' proua t \ he -·· "' \Ito Or- Jur)', .... \hat llr. Carr .... u 
uUlho \Ito Ora~~<~ Jur)' for \Ito J>W'l'OM of n\\1011 oM I U onol om d-

• 

on tbe abo•• reora-1 .. \loa oaae ... u oae4 •• tt r•latt4 to \ he pont'"• 
\ri"Mr)' of Jntol'llal ~t AcM\ llan7 l..tto. 

5· 0. !lop\•- 27, 1939, \ bo Dopar\ aont of JuoUce Nl~rou..t \o 

tho a.ttf Oowlool of \114 ...._ a loU or ooa\alnt nc: .. corph troa \ho 

t i'Luerlp\ of tMt'->a:r of Mr\ala wt taeoooo ·-•Oil \7 Mr . Clift', 

:.G3 

6. 0. Oe\e- 12, 19)91 U.. <lllof Cow\ool atldr.u ..t " l • Uor \o 
JuoUct .o\oU .. \he\ ....th -ll- 1>7 IIJ-, Carr Ia hlo ..,p ..... co 

\ tforo U.. OreM Jur)' "" 41-tn\111& \o U.. "'~· Prior to 
-.llhc Wo lo"or Cbltf OoNnool of \bo llur- had \ol4 ClAI'k of ollltUco 

"'-' \ he ...._ - •' oathftod wt\b c..n•o oon4uc\ of tho cut \eforo 
th o GraM JW7, 

1· 0. Oo\o\or :n, 19)9, a oonl'""""o ... heU at \Itt llop&r\aon\ of 
JuoUeo .,.. \be ......_ - repro••'"' ..., • ....,,1 aD4 ~odol ..._, 
Ottodol, !1M ».p-\ of hoUoo _., repr-tod \7 Cl-, r...,, 
,,..,11 1-r, - c.... !'!Mre - • ooaol4eralllo 41oeuootoa " '- \lie 
l wo Aopar\aoa\o •-' \Ito _ _. ta 11blch tbo proce..ttoc• oboald M 

OOD<IIIe\od ,,... tlllo pota• • · !1M ne,.rtaOJit of .1\aoUc• ''" ' "' ' ""' \ho 
A\\0"'-T ~ ~ toold .. \ba\ art .. aol pPOttcNUoa thou14 aot H 

- - '1111\ aoD4 • • \o t.ndoh u- a l lo\ of U.. p•rooao wo ~\ 
thoa14 M aoll"' \o teoUf7. !'!Mt 1 .....S t o oonfl n• \bol r otfort oo\trol7 

lo \bo \rt.....,. oaoo of ,_ fe,_r ..,.1o7oo• 

. ' --
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-. ta - ,-. t11 ..,. et""'"• """* aa•-•'- .. ..a ..,., 
lt\ba\IIPo O.., .... _ ..... ,~-MwreM~---
1\WntiF loaenl, - t~ • Male""'' et liP. PI- lall, 
Dtotrla\ .Uwner la * ......... Atw \lie _ .. wn -a.-& .. 
OoiT, llr• llall - ~ M -Ml a\ a ntalaar, *'* .... W..-1 
011n••• • _._. .. f!.o,ooo • 

•• ..... .-~ .. ..uta ,.,.. ... u •• '-* ........ _, ... ...._ 
_.,.al C1aft •'-' tile •-- • 'Ill aall .. ..a nlwat&-. I• \M t.na. \lM tile •••-' _, \lola Dapar_, 11M .. , ••pf lw 
....... , tao~ .aAMl ,-...til .... -- _ ......... , .... -
M NMl .. la a -- aWlaao .. \lila\ ,..._._. la \M - et 
.\-liars-

.. 
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ll\la ~ .. ,..,_ \o a ~ reprH•\attft 
&OliiC "' 0..'-la, J • pl .. .t \o .. .too t hat J' bA"" 
41 •••"-' ..t \ll llr. lllatlor \he poool M ll \T of blo IOIIIC 
ao ., npr"•"'""· Jt bu - a.oo .. ...,. tor 
JIT, ltetlv "' oloar \llh -uu wt\11 h\o . .. oolatoo at 
l'ri ... toa, ..,..., be - ao• ...... Mil prowt4a4 \be ~tate 
Depu-\ wlll - llr. -- ea4 liT. Co1la4o wt\h hllo, 
lie h p...,.....t to ..a '"" ,._.,., •• wlll, or ooa.roe, 
oen4 • "Port• f.- \llo ~to ao.So\ hh "''1M h 
4ool"""' ef haw1ac \IM a'lo'l'l -uo .. 4 ,.., ... ..,\athoo 
rrooo ' "- S\a\1 Depar-\ -..... •• of tholr .. p.rhaco .... 
\re*Vo_., _.. al.eo ~· of M e y,erMft~ a_oqua!at.AAOt 
..t\h ,_. 

J ...... ot OOQHe 1 ~' o\.ber r.-prt•tn\AU••• rill 

.. ~·t••• '"' '"" ... uooa4. 

l l nctrtl1 J~•. 

~£' 
- ,J 

. ' 
Dt ,d ..... ~ . 

. ~!' 
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TREASURY DEPARTMENT 

TO Secretary 

Ill' . llhih 

INTER OFl'lCE COiolloiUNICAnON 

o•T• October 27, 1939 . 

1. I ot a page 4 t or reference to creation ot new Suboo•­
•ittee. 

2. At the .. et1ng 1t waa atated detinitel7 that the sub­
oo~ttee was to aake 1ta report to the Exeout1Ye 
Co~ttee on Co-roial Pollor. 

J. The Suboo.alttee was oonot1tuted to atudy and prepare 
a report on the preble•• 1nYolYed and does not ha•e 
&n7 au thori ty to oonter or t o participate i n negotia­
tion&. 

4. When the report ot the Suboo11Jl1 ttee 11 Mde aYallable 
to the &xeout11'8 Co~ttee on Coameroial Pol107 1t 
will beoo•e aTall able t o the Treaeury tor critioiaa, 
and the Treasury has one Yote ou t ot eight t o appro•e 
or d1sappron ( i .n the Colllll1 t tee) . 

I t appears t o • tbe.t this Subcommittee 1a tour or 
f1Ys atepa remoYed f rom actual operation ot policy : (1) the 
Suboo11Jl1ttee reporta t o the Exeout1Ys Commi ttee on Commercial 

Policy; (2) the ExeoutiYe Co11Jl1ttee on co .. erolal Policy, 

after accepting the report, pre.uMbl7 peeaee it on t o the 
Secre tary ot stat e; (3) the secretary ot State preeuaably 
pasaea it on to the Preeident (or the informal oo .. ittee 
oonai eting ot Wellea, Jonea and youreelt); (4) that euboc•­
alttee paasea 1t on to the Allerican delegate l>n the Int ·o,... 

American Co~ttee. 

I t 1a poaaible that the ExeoutiTe Co .. ittee on Cu .. eroial 

Pollo:y l&l.ght lbort oi rouH the t ormal routing, l>u t 1t 1a 

not clear t o .. on what authority the &xeoutiYe Co.al ttee on 
Coameroial Pol1D7 could g1Ye inatruot1ona or reoo ... ndat1ona 
to the American delegate direotl7 rather than ~ugh the 

Pres ident or h1a appointed oo.alttee . 

. ' _ .. 
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miQILJ •R& ,,,, 

Mr. Ol'dT, ~ 
llr. rou 
Ill'. KaUu 
••• Deael 
llr. SuptM 
Ill'. Alan' 111u 
llr. caw 
llr. 01 .... 1' 

Mr. !~Moler 

Mr. Rawla 
llr. DoMI'daq 
Mr . VM4 

LaMrt Mr. Lllb1a 

t...UI o-luleat Mr . 11\eYOIIO 
llr. ftJUI' 
llr. lllltal 

Marl, ... 0 hllaat ICI'. 'lft1" 
Allwt _. ...,. ._uu ..... aN, llaJer II.Uer 

Llw~• LRr1a 

....... , ... 
•• 111Jp,.. ..... 

tM o-lUM Oil tr.le 

ACI& •• W ~ 1M queU• at aUnr lu tlll'a 

"'"' .. 
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Nt.....a to U llr tho 'CDftUYe a.-1\MI ID 0-P11al 

Polle, ... lle4 ... 1414 til&\ U.. Oana&laa Oo-.e-\ abol&l4 

N ~naoh't a\ -• ... u. a Ylow '' aooonalalq 'IIIIa\ th 

at\1tu41 a~\ -. toYaPd .. \loa la lble aattor lt at\loa 

dcN14 M fOWit to M 401lra'olo, \ba\ till Ouatlaa• ut 

\beNfOft Moa appl'DaeJ:ae4 111 Udo HIUIH\loa, &A4 that 1 

ropl¥ .,.. oJr;PMh4 U.rt.l.7. n "'' t'U'thor npc~net, 

bow"or, \bat till Oo.al\\oo on Trete Auo-h hat no\ . 

'oela a'ole to Plath aA7 4oola1H u \o 'IIIIa\ -•• ot 

aeUoa eb.o-.1.4 M Ukoa 111 \bo rr111\ \ ha\ a U eUaUoa 

en Ulpone of eUYu foa flirt Mol&l4 " tou4 \o " 

warraa\14 al\bnlh oou14-UIII ha4 'o01n glYIII " till 

tol lowlac poaal'oUl\lttl 

1) lappl a\ar)' , ..... &P"MD\ YUh Oua4&, 
P""itlA& fer a Ual\a\1en on 111pona, 

I) fol•taJT ..,.._., •• tho pan of tonip 
..., ••n to Ualt npena w the UaUI4 11\at ... 

I) All ..,.u.ltanl .ubtlllc pi'OCfta 111 oouooUH 
Yl- wldala a Ulll\aUH Ill Upenl MU14 loo u.,.oot ...._. u.. ,_ ot the Oeeet"~ \n4l .... '· 

4) LeatalaU.. prrr14lac pa•nl .,....u.,. 
oaibefttT ,. .. .-. uauauoa of u.>en• 
..... -'a1ll ...atu•• nlah4 \o \bo ....... 

1\ .,., pola\ot .. , til&\ 0117 \hO tln\ &A4 aoooat 

al\tft.&UYII otftiNt pi'Oipol\1 tor earlT atUOil llu\ \ba\ 

aol--.. of tMII ..... 1111ll4 .. uoa lf,\lr \UI4or '"'or \hi 

otllel' of \be l.ut two al...,_UYI ... 

• • • 
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A.ttor ~. 41MII ... lon, \be a-lUM, 

ft'lJIC llrJ' ~h, 4M14e4 h 1'900-n4 \ha\ 

•aotlon be \akea looklac \ewar4 a allpplo .. n\arr \r.Ao 

aero-a\ vUb a...._ 1n vMob llaUoUon vUl be 

1Jipooe4 \lpOft lll!porSo or oUnr ru nara•. 

on. o.pon.n\o .r c-ro• u4 Acrloultl&ro, the 

Torltt C~aoloa, all4 the Mal'1\l-. Oollfthl1on Yo\e4 

1ft tan.r ot \lie •Uoa, \'be O.~h ot 8\a\o Ul4 

Labor wro owoae4. Tbo Troan'7 roaol"''e4 lh TO\o. 

Tho AZ9q ... MoYT 8oal'4 pntoft'OOl u\ \o "''· 

_[j 

3 . l y)t ''''' op IaStr=•yrltp lfgpoalt Pnbl-· 

Tho onoaUoa ot \be o..tnoo vu oalle4 \o ~· 

tao\ \ha\1 1a Ylov ot \be ottoo\ ot var ooa41\10III on 

Ln\orao\loft&l oooaoalo rolo\loaa, \be rooo11\ ooatoronoo 

ot ,_t.ca lllalo\on o\ P&ll ... ha4 oroate4 Ul Inhr<-

AMI'Uoll PluMlol ... &oo.-1• Mrtaorr CMaiUOO \o 

ooool4• la\_Aaori ... pn-loaa portalalnl \o tlaonoo, 

tftiAo, \Nil ... rtouoa, ol'04U Ul4 rola\84 aanora, llA4 

\be\ \hlo o-lUoo, •• vblell oaoh ot \be \voft\r-ono 

AaorUon ro,.nuo, lMllll.lal \be Ul\l\e4 atatoo, w11l 

be roproooa\e&, vUl a.14 lh tlro\ -\1111 a\ Vu htact• 

on MOY.-Mr 11, uat. n va• polate4 0\1\ \b.a\ ..., •t 

\be pn'-lou \0 be tool\ wi\ll llrJ' \he InUP.AMrl ... 

FluMlol ... I Ualdl MYloerr CMaiUOO vo\lld lnTOl'I'O 

aanoro 

• • • 
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aaUere of lahl"'e\ to the f!xiO\lUYe Oo1111U tu on co­

aerolal Pollar aa« would eo .. bef oJ"' 1t t or oone14eret1on, 

u wa• propoee«, therefore, \hat tbe Ooaa1Uu ••t up an i ntal'­

dlp&r'•llnhl wbeo• 1Uee, wUII \ Ill Obali'SAJI ot the li:xeouUYI 

co...uuee on oo-rebJ. PoUor u the ~beo•iUu ol\aJ.I'an, J 
to twAotion v1\b refarenoe to \hi OoYe,._.n\1 1 part1o1pat1on 

1ft \Ill vorlt ot \he 111\11'-AIIIrlaan Pla&nelal all4 t conoale 

A4Y1tol'7 Oo.-1\tae. fh11 propoaal vu aote« upon taYol'lblr j 
bT \Ill Co-ai\\11 all4 \ hi DIY ft'bo~UU VU l'l~llted \ 0 

1) l!a.lta an a&rl7 prel1&1n&I'T repor t oonaernin& 

the probliU 1J1Yoln4 1n \ he Unlte4 Statu' 

eoonooio rela,iona v1th Latin ~ertoa and to 

1nolu4a thlre1n .uggeationa tor an atenda vn10h 

thl United Sta'•• rapr•••ntatiYI alght eubn1\ 

t o \Ill Inter-Amar1ean F1nano1&l and Eoono~1o 

A4Y1aorr Ooagtt\ae at 1te t irat • • •ttns on 

Mo..aMr 111, and 

2 ) Prepare, afterward•• a ooaprellena t•• etudr of 

t be Unl\14 B\a\ea' relatione v1\b Latin Aaerloa 

with par\1eu1&r rafarenn t o the efteot thereon 

ot t he praeen\ oont11et in ~urope . 

'l'ba Oha1..-.n 1 tata4 \hit be would take up at onae 

vi\h ... bare of thl Oo.-1\\le or v1\ ll the head• ot 

1atarea\e4 Dapar\MDtl and AcaM1•• t be utter ot 

I'IJIJ"'IIfti&U .. on tbl .v.bea.-1\\ll• 
•• 
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•• .!tall· 
WU b retall'ei\Oa so t he hlepoaa re .. nu7 aan\ to 

t.ondon a \ \ be 1aa\aaoe of \ho Co• UUe aa4 wUb \be 

approYal ot \be Prea14ant, requea\lft« oer\ain 1nforaa\1on 

r roa tbo BrUhl\ re~Ol'd1JI& \ be aale of wool 1a the 

Aaor1oan qrul, \be Ch&l~ repo'l'\eC \be\ a repl7 b8l 

beaa HOelYeC lo tNI eft'Mt \ba\1 al\houcb \M llrUhb 

were no\ 78\ able \ o tlll'l11.ab 4ef 111Uol7 \be 1atoi'!IOUon 

requeue«, 1t waa \belr 1ntonUon t o ulto a.dequte 

proY1a1on t or ~1'1oan wool roqulroa anta a \ roaeOAAblo 

pr 1ou, 

111\h roterenee t o tbe .. a\lng on vool rooenU y 

hol4 1n \ be Departaenl of Oo.,..roo, U vae reported 

\bet all of the Yar1cnu wool 1atareato had bean ropro­

•• ntod and \bat t bo oonoon~ ot op1.n1on 1n tbl trade 

waa \bat •• .. 11en on \ho par\ or tb o OoYornaent at the 

pr .. on\ \1H waa requ1ro4 to 1naure adequate suppl1u 

or -1. 
8 . trap •"" SSMl IADP• 

.. ' ,,. 

I 
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1 l•n• Jour l~ \er ot Oc\ol>or 6, 19)<) ...S onc.l.oa iU'oa, 

........ ta, w-""" ll\ ... , . rd to 1M ·..-u.-.. t ---­
U ca nrnato• -~la\ed 1>7 tiM -~ C.Ut-.o .-.u~ 

-t 1.1ro ..,._.,, ••t ...S \be pr oi.Ula """'~t wlt.icll oov.lAI 

k -~..s - arraata 1>7 t.M ~ Depan-t -­

oertda -uoao of t.M liM1&1 ~\7 Act oad tiM latoraal. 

lte_. Coclo ot 19)<). 

n.o .. q,...tiou ..,., ot _ .. , ~tiMtic&l 1ft&.­

•• tiM C.Utanll& J.oc1ol&Uoe lloo M\ - OMotocl. t o lliiJITor 

- ad-tolT ....WS re.tlllro conol.dcaU OI\ ot Mll7 f • o\oro 1\ot 

"'" at llaad. ~. lt - lo.- • OOI>t1atol\t pollor of 

UU. .,.,.,_, DOt to _. aa optnoa oa load 1'1'01>1-

•lliell ~1: arlllo ll ' p oUq l.Mo4 J.<o&lal.6tl011 aii<Nld I>• 01\&0ted• 

A t '! .. ~. 1 ....,t ""-t 1 .a -1o1o to c~ oUll JOlla rw-

q ... ot • t t.b.lo t.s-. 

... Pal4l J •.... ,,, ................. 
~~-J&eM7• 

···~.D. c. 

OfUGlll AI. f ORW AIID£0 I 0 All DRESSil 
fROM OfFICE Of THE SfCilETARY 

File to Mr. Thompson 

. . 
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TO 

TREASURY DEPARTMENT 

INTER O FI'ICE COMMUNICA TION 

OAT I 

Sooret&I7 lloraentbau Ootobar 27, l939 , 

, oow ! . H. Folo:r, J r. 

I aa Ut&ChiDC oopiea of two lettero ehiob llr. ll'onohol bu a011t 

to Mr. Cluk, at llr. Cluk'a request. 

. 213 

\ 
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CC:P:I'IO 
32S904 

iloa . S...uol 0 . Cl.arlt, Jr., 
Aaa1atant .lttome7 Cenon.l, 

Departa<nt or Juat iee, 
leab1J>«ton, D. c. 

October 12, 1939 

In rea Joseph II. Sc:henct , ~t al., 

I.o• .Angeles , Colifo.m!a1 

Denr Sir• 

l!eceipt ia acknowledged Of fOur letter of Sept&ber 27 19)9 

i n .. hicb YOU QUOted part Of a report U.de to )'OU by llr, Ca~ ritb' 

respect to the proceecli.ol!a before the l rend Jury in Loa .Angeles 

in connection rit!l tho abo.,._e~ntioned cases and tl'llliSaittlllg a 

transcript of t he proceedings before tho grend Jury OD September 

20, 19.39. 

In his report Ur. Carr expressed tho op1a1on that the !acts 

in these eases do not oarr.nt crimiDal pro•ecuti on and that the 

utter should be r11ferred to the Treasury DoporU;~at tor coa­

ddoration as to tbo civil liability. lou s tated that 70ur oCtieo 

1a 1aellaed to agree with tba wins expressed b7 llr . Ca rr and in­

vi tod the •-nta or this office with respect to the bri beey 

phase ot the oaeeo and the advieobill ty of conduct ing a t'llrther 

iaveatiptioo of that pbaee of tho c;aeea before the prooent grand 

Jury, 

I n tbo pro<:oedl ... bet oro tho cn.nd Jury on Septsmbor 20, 

1939, llr. Corr e- n.d llr. Willi ... Goet• and lira. froncea l'ebb. 

Befol'C he comeenced euch ex.udnat1ona he wae turniebed a me~toran­

d,.. by Spoc1ol Agent Ottedal ot the facts i n these CllSeS which 

•era known to be within tho knowlt<!ge ot Gaeta and llnl. 'lfebb. 

Tho transcript of tho proceodinga i ndicates that llr. Carr exulned 

Ur. Goet& and l&re . 'lfebb ae to tho attars covered by Agent 

Oftodal' o me1110raoda. Bowe.-er, tbe entire eXlllllD&tioa of bot.b or 

the wi tnoosea wu oo•pleted in one hour and honey aiautaa and 

botb wi tnel!oo dealed u:r mowled&e of t be bribeey of the reTenue 

agent . Tid e office understood t bat tho purpose or tbe cn.nd Jury 
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' 
Boa . Suuel 0 , Clart, Jr., 
Ja ..,., Joseph II. Scbmclt, et al. 

proceediDil ""' to eliot t tl'<lG Goet z and tlra, l'obb tbe true facto 
1n tba eaaos but tbe results aceompliobad ... ,.. cl1aappo1 till& 
It is noted that llr, Carr ns not aggro~t1vo i n bit que:tioain, 
or tbese two wi taes&es and tbe questions propounded bT b1• 
generall.7 i a'Vite,d negative answers with tbe result that rtr. 
~tc sad lira . h bb both denied knowledge ot facto which tb1t 
ofti co be a every reason to believe are wi t hia their knowledge. 

It i o aotod that rtr. Goetz wao pornittod to c"""unicato with 
~tro . lfobb aftor the conclusioa of hie teetimony and pro'Viouo to 
the co=encea:ent or bero which is conaidoN!d untortlll\Ato ia that 
it mAY have given b1m an opportuaiey to i .ntono her ao to the re­
sults of hie examination. 

Tho following p&roir&Ph f roa Ill' . Carr'• report no quoted 1n 
~1Jr letlNrt , 

•It took ~ a abort the before tho cr&M Jur; wi th 
Goots tor tho wri ter to detera1ne that tha Governaent 
n o on a bopolese fiebioi trip. 1 t • • • apparent, bow­
ever , t hat Goetz made no effort to tell the truth con­
comins tho matter• about .-hich he • •s questioaod. • 

This statement ie confusing to t his office beceuoe i t was 
understood thot thG purpose of tho grand Jury procoodings woe 
to elicit tho truth !roc> Mr. Coetz nnd lolro. Webb. It llr. Carr 
•~ached tho determination that tho procecdinse woro •hopeless• 
bafor<J be bed tinished tha exuination or Goetz aod before ha 
had exuined lire. Webb it would appear that Ito IJiiaconceind the 
na turo and purpose of hie assignment to conduct tho grand jur,r 

proceedins•· · 

It would sees tbet :you incline to tho new that, on the 
beaia ot e'Vidence thus tAr ptherod bT Tr<Jaaury asonu, no criAi­
oal tax eaao 1a or c... be t:ade out agail>at Scbenclt, et al., and 
no brlborr caoc apinst Sebenclt or l&die. It would eeeD that 
JOU are of the opinion tbet tbe facta with regard to t ho re­
organization tranaactiona of Twentieth Cantur.r and Fox and tho 
1nci1Yiduala a saociated with the rearpnization, oo far ae pre­
sooted, do not gin rise to 8A'1 Uab1llt7 lD the cosn1zance of 
:your Deportaent . If such ia :your opinion, tbia office, 1f r ou 
so roquast, will reconsider the reports heretof ore sent to :you. 
lloT:ever, •i.th resard to tho X.dis bribery, t b1a otfico 1a s trongl7 
of the Opinion tbet a broader, IliOn! coaprehanei'<e and thorough 
grond Jury presentation end in-restigation ot all tho rele-
vant facto by a nsorouo and diligent proeeoutor should be 
undertaken, and, 1f undertaken, should lead to an indictment 

-2-
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Bon. SUUoOl O. Clarlo:, Jr. , 
Iu ret Joseph II. Schenck, et ol. 

op1nst the person pving and tho person receivinc the bribe. 

In connection W1 tb ouch presentation, it 11 B\Jigeated tbot 
Mr. Goetl and lira. Webb be again called before tba grond l11'7 
and oxuined at length and in detail J tbot " great dool more tiu 
be dovotAd to tbair examination tbon no devoted to t boir e....u­
nat1on on Septomber 201 that Dover be collod before tho arond j ury 
and eiailarly examined; tbot lloe waaer, Joseph lloako•it•, J . s. 
Codd, Bortru Na,.taek, and J.. c. llicboola, whc are beUned to 
bovo knowledge ot important factA in tbe eaaoe, be called before 
tbe crand l11>71 tbot Joseph II. Scbonck and Darryl t. Zan\loCk be 
ealled before t be grand j uryJ t bot all person. ci.uod before tho 
crond Jll'7 be kept aeporeted during tho courao of tboir exaain&­
tiona and DOt poraitted to cooaunicate With each other; that 
enry offort be ll&de to ao conduct tho proeeedinca before tho 
i rond Jll'7 ao to secure tho !III.Jda .. effect of tho aocroe,. 
a ttendant on grand jury proceedings; end that overy effort be 
lll&do to Induce tho Witceases before tho grand JIU7 to divulae 
tho mattAra within tbair knowledie. 

Thia oftico 11, of course, especially 1ntcreatcd in tho 
bribery pb&u of tbe ease and there is a neceui ty tor illllllediotA 
and quick aoti on in Wiew of the fact tbot t he Statute o! Li::d te­
t.lone will have run against any proaacution next •onth. 

In auch an i nvestigation this office 11 prepared to pvo 
every kind o! aaaiatance in ito poJfor. Tbe euageation it !DAde 
for your eonaidoretion tbot t ho inveati gotion be soporato from 
tbe Biotf invoatigation, tbet it be referred to tho United States 
J.ttomoy, and t hat aa reapoctc asaiatan~e !roa ll'uhincton it be 
boodled aubetantiolly aa n s tbe J.nnenberc eaao. 

Thia ottiee Will be pleased to recei•o eddco aa to tbe 
tinal diapoaition or this utter by your of tico. 

Very truly youro, 

(Signed) J . P. loocbol 

J . P. ll'anclltl, 
Cbiat Counaol. 

, ":l' _ ,u 
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GOaPailiC 
328W4 

October 27, 1939 

11«1. Soauel o. Cl&rlt, Jr., 
.t.aaietant .lttomey General, 

llepartaent or Juat.leo. 
ltaohiagton, D. c. 

!lear Sira 

In rea Joooph M. Schenck, et al., 
L2l__An8elea . C!lirornia. 

Purauant to an understanding roached at o contoronco 
hole! in your oftlco on October 21, 1939, thoro foUoaro a 
list of pero0114 who 1 t 1o ballovtd sbow.cl be called beroro 
8 ir&Dd Jury, together With & otate!IIODt &8 to aacb or tbn 
ot tho tost.10Qil7 it 1o o>q>ectac! can be ellcl ted 1t tbey W1U 
teo t.1 f)' truthtllll7 and C\aUy 1 

l. Moe Lesser. Thta man was regule.rly •ployed aa tax 
ad•laer for llerryl F. Zanuck and Jlll1U1 B. Dover, and be ...,, 
present in New York at tho t111o ltadlo and Dover ... ,.., havlDI 
conferences concernins the income taxes of Zanuck, Schenck and 
Gotts. Dospi to tho f&ot thot be """ the regularly ooplo7od 
inco11o tax adviser or Zan liCk, ho waa not pend ttod to part1c1poto 
in tho conferences at whieb tbo di.sproportionata diatribut.lon of 
Tlrontiotb-Ceatury rox Fila stock ftS diacuasod. 

2. loseph H. yoatorita. Th11 ~ is the poraoDAl accountant. 
and laatern repzneatatln for Joa.epb II. Scbeack and be obollld be 
f...uJ.ar With the oircuastanets surroundin& tbe coaferoacos between 
DoYor and Jradia in New lorlt 1n 1936. Tbe tolepbona call arhl.eb 
ltadia Mdo to Dover in 1938, whoa tho case had beoo reauianod to 
ltadia, waa made from tho Near York office or tho Tlrentietl>-CtnturT 
Fox fila Corporation, and it U1 bove boon IOIIdO rro .. tho office of 
MoskoW! t s. Re probably could be profitably exuintd w1 tb respect 
to his knowledge o! this tolopbona call. 

3. J . 8 . Codd. Thio 11&11 is uployed by tho Tlrentittb-
Ceatllr7 Fox Fila Corporation, and be aloo bu chiu'p of Sebenelt'o 
porocmal aceounta 011 t be Woat Coast. Be &41 haYI lmowltdgo u to 
tUDdo secured b7 Scbenelt !or p41MIIt. to lt&dio or ot tatrioo rnpact.­
in& aucb funds. Be sbow.cl also be uaaiDtd as to u.:r tlnaDcial 
tr&aaae>t.lona be ..,. be•• bad W1 t.b Willi&& B. Dover ao 1ato.-..di&r7 

tor Scbe11ck 1n tbe po¥100Dt of 1101101 to ltadia. 
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Ron. S...\1111 0 , Clult, Jr. 
In rei lgsAAh M. Scbepek, tt al. 

4. 8trt.!'!ll llarf•cl<· Thia ...., 1a a ntphn b7 •rriage 
of Schenck and acted aa h!a attome1 in certai n phases of 
the i nco1110 tax caae . He obould be e>Wiinod aa to • Ill' ht 
aocur<od an opinion from Dr. nein in September 1936, with 
respect t o the taxability of the reorganization tronoaction. 
lie secured thie opinion about the time that ltad11 and Dever 
were hawing their con.feronces in New York City. 

s. John Micbpela. This man 1a tha coaptroller cf 
Twontietb-Contury Fox FUJaa Corporation in Na• York and 
tho talapbone call froa Kadia to Dever may htvo bee~ udo 
in his office. He possibly bas kncwledse of fundo eocured 
by Schanck to be paid to ltadia or Dever aa an Lntarucliary 
for pt¥~&ent to Kadia . He wea referred to In the ceblegroa 
which Dc""r sent to Zuuck at the tiae be arranged tor the 
conference in Now York with ltadis, and 1t 1a probable that 
he waa coneulted with reapeet to such con.tere.nc.e. 

6. 111lllaa B. Dever. This 1:1&11 was the confidential 
employ.e of Darryl Zuuck and bendlod all cf hit financial 
tranaactiona . In.fo,...tlon available indicates that he acted 
aa an 1ntannediary in the paymeot of a larse bribe to ltadia; 
that be collected the money for this bribe froG~ Zuuck, Schanck 
and CottsJ and thet a port. of the bribe was handed to hi• by 
Goetz In the prooence of !Ira. \\'ebb at the tl~r.e Kadia was wai tlng 
In an antaroo10. It is understood t hat ho h .. ratnoed to sign a 
waiver or i11111unity and~ a s a corusequence, ttae not called before 
the grand Jury . It 1a felt thet be abould ha called before tho 
grand jury a Yen if by doing so be is granted ioaunJ. ty frca prose­
cution . Tbia ouggeation io ude deapl ta whAt 1a oald to ba the 
attitude of the Diotriet Court. at Loa Anaol .. to the erroet that 
tbo calling of a persoo ba!ore a grand j ury iuunJ.ua 
sucb peraon fro• cr1111nal prosecution. Thit office feels that 
t'lia attitude of the District court. Ia not in accordance rith 
•all aatUod law, and in the evtnt thA court. abould ao bold, it 
1a belle.,..d a re'O'Oratl could be aecured in tha Circ.d t Court. of 
lppetla. 

7. Willig Gottz and Mrs . Fppcet !qbb. It these t•o 
peraona are recalled .before the grand jury they should bo exaaiJled 
as t o tho matters set forth in a I!Alllorandua of Special Agent 
Oftedal to llr. Carr, dated Septaaber 11, 1939, a copy of which is 
available in rour office. 

- 2-
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son . S...uel 0 , Clark, J r . 
Ip r!' Jopoph M, Sehcnck. et al . 

8. Jeotph M. Scbepei, and P.rrxl t . Ztnyek , It 11 the 
belief or this o ttice that these individuals obould be 
called before the grand JW7 o.nd questJ.oned w1 th roopect to 
tho pe.y~~ont ot the bribe to Kndia. It 1e undorotood that 
Schenck was t old tbat be might be caJ.1ed before tho ar&Dd 
jW')' and thftt he very defini tely stated that ha would not 
sign a waiver of iluouniey under~ circUlllatencea. I t 11 
belleved the t he should be called before t be &rand JW7 and 
if H 1e hl o lntentJ.on to ste.nd upon hie conotJ.tutJ.oD&l. 1»­
•uni tor, be ahould be forced to ope~ declare such ..,. inten­
tion . Ylbile Zanw:k' s attJ.tucle baa aot been detinitel.y aa­
certeined, it 1e probebl.e that be wUl teko tha oue poait1on 
u Scbenck and • bot has been aeld n th roapect to Schanck 
appUOI aa .-ell to ba. 

Thla office reneTs t,m s uggcotJ.on .ode in ito 1ott.-r or 
Octomr 12, 19)9, tbet these cues be handled in t he sue 
oanntr ae n.a t be case o! U.oses L • .1D.nanberg. Tbe aee eort 
Of a•sinte.nCO II ft8 furnished in tho Arulonberg CleO will be 
furniahed in t hese ...... if 70U so desire. This office aJ.ao 
rill bo pleased to make avellablo to you any and aJ.l o f tho 
facilities of the Bureau of Internal Revenue tor this purpose. 
Accordingly, 1 t will be appreciated i f you rill advieo t hia 
office of your views in t his matter i n order that tho neces­
sary arrenae,.ento mar be ude should t hia augsostloo be adopted. 

Very truly yours, 

(Signed) J . P. t.enchal 

J . P. WEI;CI!EI. 
Chief CoUIUlel. 
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GROUP MEHTINO October 27, 1939. 
9 a ~O a. m. 

Pr osent: llr, Thompson 
Ri.etler 
Bell 
Gravea 
Foley 
Baas 
Cochran 
Cotton 
Duffield 
Ylhite 

H. !l . Jr: 

ibo:JI)son: 

H . !~. J'r: 

Onoton: 

i!. t: . Jr: 

'lell : 

ll. I! . Jr : 

llr. 
Ur . 
Ur , 
llr. 
lolr . 
U.r. 
llr. 
!ir. 
Mr. 
Mr. 
14r. 
14r. 
Mrs 

Gaston 
Banes 
Barrie 
Klotz 

Thompson, what have you gotf 

I have got nothlng this ""':rnino unleao you ,anted 
t he information you he.d asked me for. I t seens 
to have died out. 

I would 
covered 
quately 

No . 

let that th1na just die out. Ray Clapper 
t he thing last night , I think, ao Gdc-
aa anybody. Does anybody differ? 

That is this thing of the lis t the Di es Committee 
published , I said I would just lot i t die. 

D&nt 

The U. s . Hous ing Authority has this program, whl,ch 
eeema to me to fit 1n with us more or lose. 'C'hoy 
want to advertise the tund on November 8th and so~e 
of tho State laws require as much aa five tlays 
advertising, eo on that basis they would open bids 
on the l4th

1
_ mako awards on the 14th, and payment 

would be w1tn1n a week after tho 14th. That seems 
to me all right lf you bave no objection, 

It 1s all right with me. What the 7th of llove:ober 
will be lil<e , I don't know. 

What do they do, D&n, buy bonds of the local au­

tbor1ti eat 
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~11 : 

: l e:; : 

-11: 

: 1: 

ell : 

• • • ,J:r: 

No!. the l ocal authori t i es are r otng to offer them 
to. s ale , s=cthi n .; over r.hich ''" hnvo no control 
except that they t~J to cooperate and aoo that it 
doesn ' t lnterturo vlth any ~ea3ury oporatl~ns . 

Is 1 ':; at'l o ffer inc on the part o t n nunllcr o!' au­
thorlties? 

About six c i ~ ina , o.bout 50 lllillion dollnr~ in the 
n:;r,reg~te . It t z tho.t old p lAn thnt you hcal'd so 
much aoout n year ngo . 'i'he a tho r thin· 1• ln con­
nection with the l• ede~ol '!coervo toll< of' tho sale 
of zecur it leo . The ~!ixed Cl ai!:ls t:OtTll.s o ion T 
un·lerstund, t a :noettnc on ~.ondn:;, tl.e 30th, ' tn ent~r 
4.\0'0.rdS i n f nvor Of the SO -~nllcd ~!tll:OtK ,_., claims .. 
l':.at will nmount to sooe 30 o i llion ·!ollD.:•= , of 
\7hich "'" =Y hc.v~ to pn;t as nu ·!o no ~ " 1lllon. 

· .. hlch .:ar b this? 

':'iLt i s th.~ lnst war . So we y;ill ru. vo to roll ~"::e ­
tt!lOl'O in the noi('lbo:-hooi of' 20 to 25 nil U on 
:lecuritia:s , rnncinc; f rotn '51-'SSo up to ' 30- ' ~~Ss . 
',:e ,·;ill have ::JOMO t1mo . ·.:c rrill hov• t!lr co or !'our 
weo1<3 , bclcnuno wo will hnve to cmHt out. U;lplir.al:ions . 
! don 1 t ~O\':' who thor you nre frun1litlr w1t·1 thn t whole 
progrtl!:l over t ho r c. or not, but 1 t 1:l :-tO!lt unusu.o.l S.."ld 
it !:1vol ·1es so:.1o rut~to:• co~plicat,Jd que3 L!..on:~ , nn.d. 
as soon a~ tht.. a ... ·o.r.-to: hit: t.l'te ':':-on:n.tr~· , ther s 13 t,.olne 
to be at lca~t one sui~ that ~ \mow of. I ohoul<i 
titinl< that i t 1s a question ;:ou =>! ;ht ro.'\t t o Cl1scu~ o 
at tho \lhi t.e .,~ou5e ret;a~;\ .reas lr:• po llc:,· , Leca•t~e 
t:te Go!"n.EUls have :Jont L"'l a le":.tcr 01 ))rotest . 

\•e ll , i !' you give mtt a memora."'ldHf'1 nnr. l!' thtJ ?resi­
dent has ,~ fo r lunch nnd if I h< vc u c:u1nce , I ·.·.-ill 
be g l ad to g lvo i t t o him. 

I don ' t know how much attention the local •cction h•s 
g1von to i t , but i t seems to ne i t 1 ~ their oubjcct . 

~J.'he7 are so busy r clutinG the Con "ro~sio..,~l Hc:orO, 
I don • t know ..-he tho r the:r have any tl..co or 1t or 
not . uo ;rou l:now anythin; a llout thlof 

~fo . 

•.all you rind ou tT 
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C.ole:r : 

'ell: 

·ell: 

. , :! • . Jr: 

: . . •. Jr: 

oloy : 

n.::. Jr : 

~oll : 

. . . . Tr : 

ell: 

. • . Jr : 

.ell: 

· .• "!\1te: 

~•11 : 

l • . • Jr: 

9. J.: . Jr : 

;;:a2 
- 3 -

Yea . 

Xou know that the Ge--·- c _.._, ommisdoner withd rew! 

I know nothing abou t it . 

'i'hcn t hey considered it ns a so- called 
m19sion , jus t composed of the American 
and the American Arbi ter . 

"rump" co.m­
Cor.uni s s i o !'le r 

I nm just a student on the claims . I neve r r ot 
boyond. the Crimean t:ar. Havo wo settled t'".ose! 

I don 1 t Jr.no,. . 

\loll , look into it , will you? 

Yo s . 

l•hel'o d id that co:ne !'rom? 

Tha t comes f rom the State Dopo.rtmont • 

llow did it cooe to you? 

Thoy all come to me and then thoy o.t•o u ist rlbuted 
aroun<! to various people • 

State Depart~nt s ends thi s ? 

Thoy have s ince 19 18 . 

I t ls an old Spanish cust o= . 

'ibo:; s end us all foreign dispatches that co:ne t itrOUj;h . 
Thoy wore ori ginall y on to:-oirn loons antj !"orel£l'l 
oxchanae a:1d t h ey ca:ne tlll'Outh t;ocounts and Deposla 
and then were dis t ributed . 

!lot all , becaus e if I E'et a hund red, ninety- nine of 
them come f rom • • • • 

Tho3o arc the Consulat• diopntches, 'iih l ch come not 
by cnblo but by mail . 

\loll , how d id I get thi s ono from the Consul General 
at .langoon, two letters last n11Jhtf 
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' .. h1te : 

goll : 

Uhite : 

.t. "" . Jr : 

3611: 

_i . :.:. Jr : 

Rell: 

H.n. Jr: 

Dell : 
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That was a special one. 

These come through l'li thout any covering letters. 
They pu t them 1n an enve lope and send them over 
to the .. .. 

'rhey used t o keep t hem on file there , 

Don 1 t you want everything to clea r through J.!orle 
Cochran? 

Thoy do go to bU!, Tho:~ can aond then direct , I 
don ' t care. I j ust sort ot keep up with them. 

Is 1t an ad vantag e to have them ,.. through you? 

!lo , I don 1 t thiru: so . JUD t aomo thing that I have 
been following for twenty years, and 1r it i s dis­
con tinued I would j ust as soon go t rid or it . 

Is t here any reason 'l'fhy 1t has boe.n done for twenty 
years? 

llo , no reason . 

It seems to me the thing ought to bo sent 1n to 
lJorlo Cochran. 

I have jUD t been followtns S?~e or the national 
pol1c1ea. 

How l ong d o t hey l ay;on your deakt 

Oh , the;r don 1 t lay on ey d esk a <IA;r. 

They used to , a couple of ;rears ago . 

I tell you what you do, Bell ami White and l:erle 
Cochran talk 1 t over and whatevar the three of you 
de c i d e is agr eeable to !'le , 

I would just as soon get rid of it . 

Let ' a t alk 1t over. 

How 1e that, a board of threo? It doosn ' t hnvo to 
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be wumimoua . That 1s the fi 
me L"l seven years , r st one you havo given 

Yes , sir. That was J=t a 1 
l et these other boys •• 0 0 ;>ersona interest . !low, 

Ho knows what we think , 

lihat d i d they say o.bout seven l eon years? 

'l'ha t was the first one , 

Coven l ean years , followed by a purge • 

Got any o ther up- to - th~ -rn1nute news? 

>•hat is the dete on that? 

That i s two months ol d . But I assure :~ou, it just 
cano to ':!!'/ desk • 

September 12th. 

And you will notice t horo un l.nte r oo tlng fact , 
14 r . Secretary . 'i'hose a r e cut from o. co.ble . I 
don ' t know whether that one is, but nont of t h em 
are. There is certa in informat i on which we mu• t 
see and t ho rest of it shouldn ' t bo aoon • 

I don ' t know whothe r ay :>ervous systoo cou l d stand 
this spot news . Personally, I prefer the :iat1onal 
Geographic . Anything else? 

no • 
Harry? 

The letter tho.t wee reeo i ved from tho Canadian 
Minister of Fino.noe f ollowi ng up the request of 
several months ago fo r a confe rence dr~fted an 
answer - there are two thine • they are l eaving 
uncertain: One is the date and ~~o socond is the 
agenda . lie have drafted a tentetive ag enda and 
sent i t on to Fol OJ to see if hi s starr wants to 
add anything , then I think we OUFht to contact 
the S£C to see whether they woul d want to add 
anything to the agenda, and after we cot that 
and you o . K. it , the question remains as to the 
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date . Do you have any special timet 

No , but l et it ca:>e up through 114nes. 

But I dm ' t k now .... 

I told Osborne to tell tho Canadi an ~1nister ver­
bally for mo that I had nothin~ special , but if 
he had anything or I had anything no t to be formal 
and l et ' s get tos ether. Have you' seon tho aocond 
let tor thn t ca"'o i n last week? 

'l'hat i s tho ono , I tako it , the lon11 l e t ~er ln 
which he asks , amonc other t hings , fo r a day and 
for an a genda, Then it ls all righ t t o c ontact 
tho SEC! 

Sure. 

':be report on . ... 

Excuse me a minute . Di d you (Hanes) see tho ator7 
today about ~EC and South America and all that? 
Remember , I was talkinG to you about 1t last night , 
the suggestion I had of using Joromo ~·rank . 

Yes . 

The 'i'l.!:!es this oomi .ng bas quito a story about s:::c 
making a study of South AJ:Ierican policy and all that . 
Read it. 

I ~ould like to seo it • 

It is in the New York Times . 

Have they been sitting in on any of tho oo conferences 

in cow•orce? 

Whi t e and Cochran ~ent to one , dldn 1 t you! Olein ' t you 
go to one l uncheon with SEC at the Dop&rb:lent of 
Coo:m>O ree t 

I don't think a o but they have got l n t eroat ln. it 
aside froa an, ~neral i nterest, whi ch I dolnd 't ><now 

n~ the American rorolgn bondho e ra, 
a bout , throud~· th r important coso up before them. 
and they be a ra e 
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They aent a man over and we gavo t.hem a lot of in­
fo rmation explaining about exchAnges and let h1m 
reo.d a memorandW11 which we prepared especially for 
them on the way the exchanges were going and they 
ao.id they woul d like to uae it for evi dence and I 
auid that they couldn't unleao they sent a letter 
from the Commission to tho ~ecroto.ry and then we 
would prepo.re one for tho.t purpose , but t hey at that 
time were interested 1n many of tho Lntin Americon 
countries and this may be an oute rowth of that . 
This was several weeks ago. 

llrs . !!orgentbau tells ""' that your pupil up on the 
Hill got a little oixed u;> yesterday. She said 
he almost paased ou t and ~aloney came to the rescue . 

Yes , and he .•.• 

I thought you gave h1m an hour , you and Ed Foley. 

Ono hour doesn't seem to carry over for au hours . 
He remembered almost everything. 

Who.t is the matter? Urs . Mor genthau sai d she allnost 
walked out on the floor. She so.id she could have 
helped him. \"/here were you follows? 

1:o \Vera in the gal l eries . 

You couldn ' t do anything up there . 

Couldn • t do anyth1ne any place else • 

lie cri ed up there . 

\'lho got word to :.!aloneyY 

He straightened h.imself out. 

Be a ctually did it himSelft 

Sure . 

I don 1 t 
but the 

ass knew it except for one slip , 
~~~~rd~~i make awfully runny reading if • • • • 

No , t he Record is all right . 
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Foley: 
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H •• Jr: 

\.:~1te : 

\eh ite: 

!·,oley: 

H .~ . Jr : 

'."hi to : 

ll, M, Jr1 

Di d you take care of' that? 

Yea . 

As I get the story - eeo 1!' I am right _ Senator 
lla6f1er got up and said the Seoro tary or tho Tr easury 
jus t telephoned him. I s that right? 

Uer o 1a what he said exactly: "Hot only are they 
not purchasing any eurrene1ee of belli gerents now 
but during the existence of' the war they will "-"t ' 
purchase any , and the Secretary ha s authorized me 
ao to state. " 

He said more than that . They must have cut it out . 

I thou.;ht he said he had just ta lked to co on the 
telephone. 

Ho certainly gave the impression that he had just 
had a conversation wi th you . 

~~en , as I understand it, thn t eta temont scared Taft 
so he offered to withdraw his nmondmont. 

On the con t :rary, he said he was going to withdraw 
hie amendnent unti l he hear<.l that statement. 

No , until Maloney straightened hL~ out. 

\/ell, anyway , i t all ended well . 

Oh, yes . When Senator \.agner thought he was slippinr 
and he f'el t be was getting way over his head , he 
blnsolf' couldn't see why the thing didn ' t Jibe . ?wo 
and two were Daklng seven i n hie ~~d, so he launched 
f'c r th on a defensive of the Treasury that was a 
model. He was on f amiliar territory then and he 
went the tull length. Then Vandenberg said s ince be 
was the man who started the explos ion - and t hen 
wagner calmed right down and ea1d it wasn ' t an ex­
plosion, he just wan ted to be emphatic. 

t~s . Morgonthau said she got tho feeling Vandenber g 
didn ' t really hel p Taft at all . 

I don't think be did . Taft i s e. shrowd fel low. 
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Here is What Taft said: "I was almost prepared to 
wit~aw the amendment when the Senator s tnted that 
tho Secretary nutllorized him to promise that he 
would not buy any pounds or f rancs durillll the "ar 
period . Ho hns now modified that otn t oment e.nd he 
says it is not the int ention of the Secretary to do 
eo, Am I correct i n that s ta tement? I think tho 
Record will show that there is a subs tant ial di f ­
ference between the two statements.• The f irst 
s tatement was that you weren't going to do it and 
the second statement -.'&s that you d1dn' t have IU1J' 
present intentions of it , 

As I aay, he was goins to withdraw it until be hea~ 
that etatement of 1"/agncr's and he ooid, "l!ow I am 
goint: to go throUGh ..-itb it." 

He eaid , "I think the Secretary woul d be perf ectly 
Just i f ied in usiDb the fund t or that purpose , because 
he thinks - and so ota ted - thnt if we permit the 
pound to depreciate, i t means n r eduction i n the 
pri ce of cotton and the pri ce of vthent snd other 
pricos i n this country, in a wo.y which will unfavor­
ably affect our econo<~y . Tho Socrohry t hinks that 
c~>dition mny exist . I t i• oven mo r o likely to 
occur in tho present ci rcumstances than when he 
t estified. I was almost prepared to w1thdr&YI tr.c 
amendment when the senator s tated thut the Secretary 
authorized hie to promioc tha~ ho v1oul d not buy e.ny 
pounds or francs durl nc t he ~•r peri od. " 

You had better stick to llouain~; • 

Of the four 0 ;: them, I "oul d • •Y yo•> cone U\lt best . 

11hi ch four! 

llagne r , Taft, Vandenber 6 and . • • • 

l'lhon he (tOt out 1n tho hall he 51li d you we r e a fine 
fellow. 

Vundenborg agreed. 

\/ell , that is one way to cover up . 
run, after i t was over. 

I t must have been 
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1itu : 

• • . Jr : 

• • . .rr : 

ta..rrls : 

• • ... r : 

. ar:-1:t : 

. • Jr: 

. . . Jr: 

Yes . 

All r i (•ht , harry? 

'•'ho f1rur os of tol d flh i <:h \10 have Ju3t added up , 
comp1lod and eor.:1pa1~ed then Y:i th o,,r •: reu:mr y bnlaneo 

1 the capitol items show o. very interest!nr phcnonencn. 
Our ~~old inflow i s a bout 7c0 million dollnrt s: r eater 
than coul d be accounted fo!~ on either our t ro.de or 
our capi tal items , r.h1eh i a ve~/ ~Jch rreatc~ thnn 
vto have t v er had before 1n tho la.:Jt - ttany yea~s . 
It ls just one of scverel tr.1nra , r1thcr tr.e fi-ure~ 
ot tr.e .Jepnrt!'!cnt of Co:::tr:c:•ee , t .~:1r balance of pa:;-­
t:»ent !s ve r :J r::uch out , or thoro 1 3 s~o \tin!~. of !"ttr·­
re;>t1.t1ou~ :::o~Je=ent3 t~Oin ... ot. t~a': ro }"l_c.ven ' t. ot 
track o!' , tut. ,,e are r.o. t e.h inr 1· cloeclj· and seeino, 
what v.e can !'ind out ol>out i t . 

a :mch ·,'ho third po3s11:il1t;; 1s t ho.t tt tro ~.as been 
f'rtHltOl~ payment of in~er-cn t tO UO - touJ•1 StS ;..a~ have 
boen D}JOndln, a gr eat deal lesa nl.wontl tl ,an nnjbody 
ha3 eot i - .a ted , by sever a l hundred ~.1ll1on . :.c don ' t 
l:nov: ye t . 

,,r , r!urria !liE'h t be able to ~hl'OW 00)~0 light Oil it . 
· .. 1\nt is tho tou r i ot t r n<le , wnu it vory bnd? 

Vury bo.d . 

~y novernl h~~dred ~illiona? 

I \oOUl<i think. easily. 

":'hat ru., h• b u "" ioportcnt factor . 

lJo 
on 
or 

tho 
the 
~he 

eteru:~Bh1!> co::~panies l:cop any rourh eotil:n~es 
t • Coul~, ·rou c:L a f l ;--urt • or us 

Percen ago . .. <~ 1 t ~ 
r th f a l l -off in tour tt. ra~e . percenta&e o e 

have that richt up t o "'on~h by Oh , certain l y , the; 
mo:lth . 

could "e ha ve that ? 
·'o"'an ' t ' i vo you what the:r t pend Yo s . Of c ou r se , i t " o < 

abroad. 

Juot tho percent ace • 

. . ... 
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Yea . 

He could apply the percenta.ge lllld that might hel p . 

Yea . 

'!'hey have stopped publishing the da1ly rigurea , 
ha von' t they, Harryt 

Yea , I noticed that . 

All right! 

Ono other thing, Senator liagnor did aay that 1n 
view of the interest 1n gold that t he appropriate 
place to examine the dangers and what could be dono 
a bout it would be 1n his cocmittee, t.n4 Sena tor 
Vandenberg responded that he .,.~ very happy to know 
that that comm1ttee was going to consider ao im­
portant a gatter soon, 

I oue;ht to cal l up Barkl ey, \':agnor Md ~:alonoyt 

Barkley d1dn' t do anything . 

I t can' t do any hann. 

'!'ha t 1s right, he did a little, He didn't know, you 
s oe , but what you miGh t hove juot called Wagne r . 
That 1a why he couldn't help so much . 

All right , Harryf 

Yea. 

Harold f 

Nothing. 

You know you (Graves) haven ' t asked me to change the 
date to December lst yet. 

Yea , I was thinking about that . 

It is December ls t with me . 

You changed it to January lat . 
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Just bet-een the two of us . 

Capta1n Coll1ns waa here . 

Did I? 

We are tr~ng .... 

I Rr.l soft- hearted. 

Z91 

Yes , you changed !t definitel y . That r.aa your co~­
promise with capta1n Coll1ns , as I recall it , ';,e 
are work1ng on the t hing on the baoia of a revhed 
budget for 1941, and wo are now in - having d is­
cuss i ons rlth the Bureau of tha nudrot about e~ethods 
o:: pay:>ent e.nd that sort of th1ns . I ""' not certa1n 
that I won' t have to cone to you abou t that date, 
becauee I haven ' t gi ven up hope yet , 

You mean the Department of As rieulture resi~ted us? 

1/e have never heard a f!Ol'd from them. 

Thoy broke down? 

'!'hey ha vvn 1 t responded to yonr augr oot1on. 

Anything else? 

•au. t is all, 

1/ould you ( Graves) stay a minut e behind and I will 
read this letter and see if it is all ri&ht. 

I went up and saw the Vice President t h is no~ on 
that o:atter I spoke to you abou t and he received oe 
very cordially and a pproved it i n full. 

Inci dentally , I di d just what you and 
to do yesterday. I said I thoUhht we 
but we looked into the matter on this 
neoa . 

I thoUS)lt you handled 1t very Y!ell. 

Foley told me 
we re r1sht 

Tij unna busi-

Fol e and I feel that "" can ' t puc an thn t thing 
1nterligently without going out there and looking 
at the store . 
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il . ll. J r: 

Poley: 

!~ .::. Jr : 

·.ni te : 

:, . .. . Jr : 

:innes : 

Hans: 

~~ . !.' . Jr : 

U.cfler : 

H. !.. . Jr : 

:t1erl er: 

.li eflor : 

~ochran : 

r. .!. . J r: 

Cochran: 

There has been a serious compla int on the part or 
t he l~exiean Govortll:len t ll"hich will complicate it a 
bit more now. 

Poley and I , be tT1een now and. the f irst of December , 
a t•o going to l ook at the stot·e . 

r.!a y have to go to !Jexieo Ci ty, now. 

!lea lly! Are you (Harz•is) busy? Ar o you goL'>ll to be 
bus y in November? 

llo , I think I can ll'.ake it. 

Do you think Pol ey i s the rirpt nanf He i en 1 t married 
and t hat is a bad pl a ce to go. Johnny 1\anes might •••• 

Will you (Kr . Hanes) swap thi s tor OUat~~la! 

I surel y would . 

George ! 

I have nothing th is morning. 

How i e \/alter SteYiart? 

He will be 1n b efore noon . Ho 1• a littl e bett er th ie 
morning . 

Tel l h im to drop i n and say hello. I see you had your 
wi sh on the bond marke t yeatez'<la y. 

I t wa sn ' t a wish, i t wao a rear . 

All right! 

Yea. 

I t old Mr Penf ield of the Far : as te rn Pivia i~nt~ the 
State De~rtment this morning t~tt~~~r~~P~~c~ina . 
thos e t wo reports firom Raneeio~~ rn . t ruct l ons over there 
He said they had g ven ap c 
to koep up on that . 
Then he will give us tho Rangoon and Mandalay •••• 

Yea, and Burma • 
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H. t:. Jr : 

Cochran: 

nu!'fiol d : 

. o le:; : 

H. l . Jr : 

H. J.! . Jr : 

'!aston : 

r. . .. • Jr: 

Jc:s ton : 

Coston: 

H. L! . Jr: 

:Juff ioldt 
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And Laahio , that is the thing . And the other fellow 
will give ua the Haiphong and HQnoy? 

'l'hnt is r i ght , 

Do you have time to tell us a bou t Kintne r and Alsop ? 

Yes. If you and Gaston a nd Hance will s t ay right 
a f t e r this for a few m1nu toa , with l!r, Harris , I 
will toll you what happened , 

Foley? 

1'/o had a letter from l!r . !letlutt, !'orwar<l1r'f a letter 
fro., the Director o!' the Old Ace Unemployment Ret ire­
ment Fund for california, asking how thoso retire-
ment eocpensat1ons ought to be trea ted i f th is con­
stitutional amen<hent goea through on the 7th of 
November , I pre pared a repl7 hero that ia a conplete 
treatment o!' t he question and I t~: 1t i s mu~~ bettor 
to do that . 

Ia tha t what the n er:spaper mon facetiously referred 
to yenterday as 'ham and egg warran ts"? 

Yoa , they wanted to know whotho r the con t ributions 
into the !\md .:1th these warrants would be ent itled 
to credi ta . 

Well, I can ' t do that now. tlr. Gaston ia n so r t of 
an export on ''ham and egc warrMta" . 

Under covor. 

Not too much under cov er . So~ebody lif ted the cover 
up , 

I d idn't know about 1t. 

Oh , yea, they took a peek uru!erneath and . ,.,, Herbert 
Gaston . 

I will have to look in to that • 

I will try to get to thnt thinS today . 
whether I can. 

I don 1 t know 

j t like tho ono !'rem tlr. t.!cllutt f rom 
We havo one us t u--ufacturora out thore and the 
the Aeaociat1on o ~· 
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roply to l ha t is so~Jewhero in th~ >'ol•ko between 
rtoy i3lough 1 s shop nnd :.cl' • o ff1 ce nor1, 

Lot ' • ge t out a stel'eotypoc\ bo1ltir plont uno>. or. 

'i'hoy look liko they ·v:e1'e . 

Uoo" it hnve to be done thh mornlnrT 

llo . 

~ gentlecan naced Spencer ~rney 1~ ~oln~ to be her e 
n~;o;t "eek. Perhaps you "o'-ll.C: 111m to seo hi!:!. 

The ncto1•Y 

Yes . 

I an ct•a"y about 1 t . 
an<l 1 know his child . 
sonoth1ng . 

I kno1. hin o.n•l I know hh .:i fe 
His child is a ~onr mute , or 

IUs nnnaner is goin,; to call MO up when he ro ts tc 
to~'ll . He is part1cula>'ly an;douo ~o oee the Bureau 
o f J::ngruving and Printing ond he .:oul d ul•o like to 
soo you . 

I l<JI0\1 him and I know hio wi fe lltld chilo. : cet them 
in ila.1~a11. 

I also wrote about the <irond i:ank:. ratrol . ~·11nter 
1a colllinA on •••• 

\ihat "as that picture he die!: 

~ptains Cournr·eous, 1.asn't it? 

Yeo . 

I wrot e you a little note about the Gr~d banks . 
Vlln t er is coming on and ~h" llnv:; is w1tndrn•1nr its 
de&troyere ancl we are tnklnc ove r tho deep s ea 

pa t rol . 

Juat a bunch of s i ssies, o1•e thoy? 

Just a bunch of f a i r r.eathor sai l ors . 
seen nomethinS ···· 

You n!nj" h&.ve 
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I read you.r '!'emorand\ll:l, 

You may have aeon aome th.ing in tho paper about 
tears of sabotage on tho Normnndio and tho Queen 
Mary. l think that arose out of conferoncee in 
New York, with the r esult that thoy put 1n a larre 
guard on the pier and two police launchoo and the 
Couat Ouard turniehee a 75- toot patrol f or both 
wh ich i .e watching t he two boato jointly so a a t~ 
save ua !rem any criticiam 1C anythl.ng sha~>ld happen. 

What happened to the other New York conference 
which wae supposed to have started last Monday, 
colll!lUI11cationsT 

Nothing. The way i t ,,. le t t between Gerald Groos , 
of the Com=unications Commioeion, and captain Parley 
ot the Coas t Guard wao that Grose would lot Farley 
know when he wanted a~>r man and ha haan 't l et him 
know, eo it looks a s if tho t h ill6 haa just quietly 
expi red. 

I will pin a medal on myeelf ror that one . 

Good. Gur b0:78
1 

the CUstome and Coast Qual'd, for 
the last two weeks have been watch1"6 an auxiliary 
cruiser 1n BaltimOre. She went down the Bay yes­
terday and tried to put out to sea and the Coast 
Ouard put her back. She haa nino people aboard , 
all Oero&ne , none or whom can spook Unclish. ~reo 
of t h em are officers ott tho Standard Oil t ankers. 
They are very heavily provisioned, have a lot of 
s upplies. ~eir first intention, they said, was to 
cruise to the l'!est Indios, but the ;, thou( ht now -
their preoont intention waa onl1 to make a short 
cruise, AnyWay, we have called 1n the Departoent 
or Juat1ce and 1t 1a pr1Dar1ly their re sponsibility 
and I den • t think they will lot the boat sail· 

Any th1"6 else T 
l think that 1s all. '!'here wu something i n the 

~~~~~say:~=~~~!d•::~e:o~~·~:~~.~~~oLg~t~~~ 
t nd Englond by which ou ~•·~ 

State a Governmen " tu Uhad '!'he State Department 
man1feate wtould bueh ag~oomont has been reached. 
atated tb& no s 0 
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Col onel !l.onroo John3on called no up from COl:ll:lerce 
t o apolog ize f ir a story t hat a~peared 7uesda y 
i n the Journa l or Co~erce , Biven out by t he Dureau 
o r Fo rei gn and Dome~tic Cocoereo , Tl!'. l eh CO:>tnlned 
a l on;; s ta tement by the Sr i tl ab a s to \\ha t Aneri ean 
shippe r s coul d do nnd he sa~d h e woul d aeo t hat 
nothing o r the k i nd happened again . ?here has been 
n o a g reemen t , a lthough a ppa rentl y so~o o r the shi pper • 
a nd lines a re 1\lrnishing manif ests t o the British . 

Our Coa st Guard fellow i s a ve r y euapi eioua one . 
•:Jben I got i n f r om t he theate r laot ni J•ht I called 
up for t ho late st nev;a on the City of !-'l i nt . About 
f ive minut es l ater the:~ calle d l>ack , ,,t1i ch I tho\li'ht 
was urmecessa ry , to cnlre sure i t v:aa ce . Jhey eot 
p oor Helen out o f bed at 12: 00 o ' c l oclt in t ho o:orn1n!'• 
The boy d ownstairs knows my vo i c e . I ca l led on 
Di strict 2626. 

Yes , I shou l d think they coulo f ind ou t 1f t hl o was 
t ho Treasury opera t or t a lklnj) t o thee. 

'!'he n i ·,h t oporll tor knofla me . I VI&O calling on Dis t r ict 
2626. I t seemed a lit t l e bi t unncce• eary . 

l will spe ak to thoo a bou t it • 

Uo you tiiUi t me to s tay f or a m1nut c noYI? 

Yes . 
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11. Chauncey -

, Tba origin&l or t hl a ue aeot t.o tba 

\ Secretary last Dl.gllt at Ilia bouae . 
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OCoPoPIO 
)21904 

loa. lu.-l o, Olutt, lr,, 
&u11\Aa\ U\On1e7 General, 

!)epa..-\ ot J~&~t.loe, .... bl..-, 1), o. 

0.\o)er U, 19" 

Ia Nl l oaepb •· Sebleok, t \ a.l ., 
Lge At••l ee. fel ttqra&•e 

llloelp \ 11 ·-~ ot J OIJI' l.U.or ot S.p-r 77, 19)91 
1• wblell JOll q110t.<l pan or a repon -. to 10• 'bJ lr, C&rr n \II 
reopoc\ \0 \No p...,....nap before \No 1rud JDrJ l e 141 Mplel 
1D -.oUa fl.t.h tllie Utcrft: Mat.lOMd -.. •• a.ad \ l'oaa.l\Uac a 
\ ran .. rlp\ or \to. prooe..,U,. beto .... \to. lrud J DrJ 01 Sop\ftber 
20, 19)9. 

11 hll r1pori lr, Carr oapMin .., \to. o~1D1oa \ !>at \be fac ta 
1D \ hill •••• do act arrut o.rla1eal prooeoutioe and \bot \No 
.,ttar ohoul.d be rerorr-.1 \0 \No frMIDrJ O.portoon\ tor -­
lldoreUoa •• \0 \ he airtl 11ab1l1\1o Jou otatort t hAt J OlU' office 
1• ieall....S to "'"' •itb tbw rt• .. ..,...,.., br lr. Ca rr and 11>­
rtt.<l tto. ....... ~.a or \hll otri oo • ltb reopoot to \he br1l>wrr 
pliu1 or tto. •••• anc1 \lw adrtH blll\1 or coftduo\1aa • tllrtber 
lenatipUoa of tloa\ pbuo ot \be a&UI before U\0 P"'unt I"'"" 
JVJ, 

lD \loa pro en••-.e- 1ft811 JDrJ oe ~op\Hber 20, • 
19)9, l r . Can ... , .... llr. 11Wu Gotr\1 aDd: fll n . Pftoo• • Webb • 
.. ,o,.. ... oo ted ••h e:zaa1aaUOU: he .. , tiD'Olt bed a • • .,,.... 
d~a 1!J lpoai&l &p:>t Ot·\oWCIA.l of t lMt r .. u Ia tboH ..... • • Ioh 
.. ,.. - to bo o1\lo1D \lilt - lo<!p or CcHI\ O ancl ~.No lobb, 
""' tronoorlp\ or \No p.....-Ul. l adi .. \010 \l\o\ lr. Carr . ... lced 
lr, GH\1 ancl IN, .. bb u \o \ !w -\\<IN oo""r-.1 'bJ Ace\ 
Otwckl'• -I'UIIha· -r, tbo oaUn ... a l llt.lOO ot bc\11 or 
\loa wl \liNN ... ~t.<l la oaa llov ud t•.,\1 a1autooo ODd 
.,.._ wl-•u daDl.., UT aowiadp ol the brlborr or tho .. - .. 
.... \. fbll om• ....... '""" tbo\ \No purpo .. or , .... ( rtl!d J DrJ 
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......... 1 0 , CJ.Artt, lr,, 
1a ret lo..,ll II, ........ o\ &1, 

pzooeedlac .. , t.o .U<Iit r.- Goou ud lin, • bb tho ,,.... tuto 
1o tho ••• • bot \be nulto aoooapUo....S • • ,.. cllooppolouac. 
l\ 11 no\Ocl \M\ llr, Carr ...., DO\ aurouho 111 lib QlloaUOilLoc 
ot \Mio t oo .t t.oeuo1 &Ad \bo quuU<nll propo""*' bJ b1a 
p uon117 l aYited DI(AUn annuo ol t b tM roe'Jl \ tMt ar. 
Ooot• olld wn . • bb lloth denl..t lrll.,..ledao or t oc\1 ol\l oh w 1 
ott1oe Mo ,.,..., rooooa t.o boUon & l"tt olthln tholr lmo•lodp, 

It l o ooted t ho \ • •· Goet.a ••• pe""H tod to -~mloa!A oltll 
»ra . hbb a ttar t bo -•luoloo or hla \."ot lao"' olld r ..... t o\11 to 
tho OO:UIOOUID\ or hen W!\leb l o OOillldo rod llllfort\111&\o lo \bot 
I t """1 boYo rtnn bla oo opportllftltJ t.o l n!ora !>or u w tiM ,.._ 
oul\1 ot 1>11 ollltalD&Uoa, 

fbi t oUotrio.c: paJ"W...ra.pb t roa Mr. C.rr'a re"llr t ... qtJO\d !.D 
1 J'.U l e \ h rt 

"lt toot Olll7 • ohort U• boto ro \ !>o &roue! JW7 oHb 
Qoeta tor t"" orl ter to detorotiM tho\ t'ol GoYonuoon\ 
na Oil a bopelet l tiahl-DC trip. It. ••• a • ..,.,._nt, ho.­
ever, t.lw.t Coeta ude w etfot't to tA U t!"' t rut.b Ct"n 
O«"rai ac Uw •t~ra about W'liob be • •• -.: t.MatioMCS. • 

T'\11 atAto•nt 11 oonCUIIiD& t o t~l ottloe beoaufi'• 1 t • u 
undorltood t hAt t bo PIIJ'!'OOO or t ho arond JUJ7 proooadl llll • • • 
to oUoit tbo truth !1'02 !lr, Goa t • alld Mro . • • bb, I t Kr, Carr 
r .. atwd tM dotonoiaot1o11 tbot tbo prooo•dlDi l ooro "hopelooo• 
baton be bod Ci iiii....S the oxaa1aotlOD or Ooato and borore he 
bod o.nalaod I N, Webb 1\ would appoocr ~h•\ bl &lo-hod tbl 
no\IU'O ud porpoeo ot hJ.o uolp"ut to oond~at \bl arond JurJ 
proOH<Uac•• 

1\ _,w.4 .... \ba.t. JOt.& t aeliM \o \be 'Yle• tb&t., OQ t..'W 
IINll or OYldeaeo \lma flU' ptllo,..;l ..,. ~·urt ·••oto, BO c rl&l­
ul \U; -... 11 or caa be ...S. au \ aaa1 .. t .. hnett et al., aod. 
ao 'llrlwq • • • epiu~ le-ot or ladle , I\ would •- \Mt 
JOll oro of \be OJ'IDlca \ll&t tho !&e\1 ol\b roaord to t l>o ,_ 
Orpnllltlua \ronoaatloao or ,_tlo\b Con~UJ7 alld 10 X &ad the 
IMlold'J&la • •• oele\Ocl ol\b \be ....,rpnl•tl• •• oo tar u p,_ 
oooW, .., aet cho rlH to uq llablll\7 t. tbo oop\ ADeo or 
7our llepa..-t. It , ... b 11 , . ... Oflal•• t ' olo ornoo, 1t roo. 
10 req,..et, o1ll roOODOidor the nporto bo"'\o! o ro ,.nt to JOU. 
llo.-nor, • ltb ro&ard to tbo ladle briborJ, t hll orrt oo lo e trollll.7 
of \bo Op\ olo& tbot a broodor, ooro OOIII'roMnolYO ao4 \lloroap 
Crlftd j llrJ pro oon\lti<lll and IDYOftll&tlOII or I ll tho ral o-
YIIIt raoto b7 a nrorouo aDd 41Uront pro, oauwr o!lould bo 
uadortoklo, ond, If UDdortokoa, obould load to an lndleton~ 
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... a.-1 o. Cl.art, Jr., 
la .... 1..-,ll .......... , al. 

acol u\ \be ""...... trl•.\Joi &Dd t!l4 ""'"""" .... 1 .... - br111o, 

I• -"""" Oltll o~~ab proo..,tauoa, 1\ l o ouaootocl tbat 
ar. Ooob aNI I ra, lobb 1lo qola oalled llotoro tbo '""" J"'7 
ood ouabed ot l.oactb &Dd lo do\0111 \ bot o aroot doal .oro u .. 
bo d .. otad t.o \bolr o....._Uoa \bon •• • do.otocl 1/J t 'lolr oual­
.. u.,.. oa llept•llor 201 t bot DoYOr 1lo oalled llotoro tbo II'Oftd J"'7 
ood olllllar.l7 oaaa1aod1 tllo\ - Loaool', JoAopb lllookoo1h, I, B. 
CO<!d , lenraa lo7too, aod " · c. llloboala, obo ore bollOYed to 
!Ia .. kMeladp ot leponont foote ill tbo oaooo, bo oalled bltoro 
t 'lo '"""" J"'71 tllot locopll I, s.-.k ood Dart7l r, f&nuok bo 
called botoro \be trl'aod J"'7J tbot all P"nou oall.ed bo!oro tbo 
crood , ...,. bo Up\ ooponted dur1q - ....... of t 'lolr ·--­
u ... o...S DOt por:Utt.H to -.~a1oata Oith .. , b ot borl t bot 
oYOrT otron bo M4o \o 10 oo"""ot tbo pro¢oed1"1• before \be 

cnod Jll1'7 u to oollllt'll tbo MJt1aa orr .. t of t'lo '""111 
ottaodoct oo '"""" J"'7 proeM<IlncoJ ood t bot n orT errort bo 
udo t.> 1aol1aco tbo Oltl>ooaH bo!oro t bo l'"""d ,....,. to diwl&o 
tbo Mtl.aro ol t bin t boll' b oolodl•• 

Tbi o of! ! oo la, of ool11'1to, oopool oU7 lnt• roo\<!d I n tbo 
br1borT pbo .. or t bo •••• ood tboro l o o nocooo l t, tor lcuodi ot.o 
end quloll ooUoa 111 n ow or tho too t tbot t he titotulo of Lbita­
tloee • 111 M•• nm •&ai net •01 proaecut too next. .oath, 

Ill nob on la .. otlgoUoa t bio ortl .. l o P••l*nod t • tho 
on rT killd or oulotoeoe lll !to po.-.r. Tbo • •n ••U oo 11 ""do 
tor J OW' -.11doNUoo ttoOt t he lnv.,t l(oUoo bo l oporoto trot~ 
t bo 81otr lavoaUcoUoa, \!let I t bo rotorrod to t bo Ooltod Sto\<!o 
Attoroo7, ood t bo\ u reopeoto oooloto.• ce troa l'oablJiit.on 1t bo 
boodled oullotouoU&l4' u ... tbo AAaonbor& ouo. 

fblo orrt .. 11111 bo plMied to rooolvo odvl <o u \!le 
Ct ool dlo~ Uoa or \!>lo Mttor tor ,. .... ott1oo. 

'•rT \NlT ,.... ... 

(~) J . p, t ocobll 

J, r. renebtl, 
Cbiot C......ol. 
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a.. a.-1 o. Cl&Jil, lr,, 
Malo-~ £\to_,. O....U, 

.,.,....._, ot l11a t1oo, 
lu~, D. C. 

Dear lin 

1a nl J o•oph • · e.-., a\ al,, 
W Wpl y. Felt Caple, 

l. ... 1C':fr• nu • ..... na\ll.a.rlr e.ploJed ... t.u 

lldYioor- t o r llan7 r. lao- ..., I UUoa B. lloftr, ..., be ..., 

preo•\ la - fort a\ \he u .. 1&41• ..., lloftr " re bart111 

..CorM- -OOI'Ililll \he 1- \uao or Zall..U, lc-.ll and 

OeeU. Jlioepl.w u.. rut \IMt he aa tbe re1JLArl7 &~~pl.o,.. 

~ \u .olrt.ou ot Z...llot, be aa aot parolt\011 to par\la.lpo\a 

la Ulot -fareta- at Wbilb Ulot 111-rUOW&\a 1111\l'ibuUOO of 

t..U.~\u7 '" rlla otoc ... dleweoed. 

2. le .. L * •tnfM. N 1 MO 1• \be perNU.l aoeou:a.t.u\ 

- ... \o,. npi'IOII\WUft tor- Jooapb 11, Sohenoll: and be ebo\ll.d be 

r .. uiu -t~ u. u..-tuooe oi&JTO~ \be aoot • ...,_ be­

liner - IM!o 1a ... fort la 19)6. fbo ~ .U nlell 

llldlo .... \o lloftr 1a 19)1, •- the oo•• bod booo rouolp.-1 to 

Wto, au - t1011 \M - fort olt1oa or tbo !HnUotb-CntU7 

rea rua Corpo,..U•, - u "'IT ... -. ...to r.- tbe orn .. or 

..... au. • P"liUlJ eo..u • pretltoblt ... ,_ rt.th roapan 

to blo lllowl.-1,. ot tble wl.ep.._. .u. 

), l. I. £ 8!' No - 11 ~ 111 the .,..,.u • .-. 
C.tar r.. lllll rpo1flt.loa - • o.l.oo 11M oblrp or ,._ •• 

,.....o1 -•w • u. ••l Cout. 1o "'IT .,.,.. moaladc• .. \0 

,... __ ..... ' ' $ t ... _.., \o 11411 or of Ofttl'iOI -~ 

lac-,_.., lo oiiD.U ol.oo • ·-- u \o attt tl80!1olo.l 

traaoMUOM '- .., ... had wl\b ll.Uha 8. lloftr u lato..-!U7 

, ........... 1a u. ~\ or - to C.ollo, 
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11o11. au ... l o. cna.-, Jr. 
te n• Jgep b •• St)zpt. ,, e l . 

4 , ltrtm laxtJM, Thi a M !l 11 • nei)be• b7 :.wrr t ac• 
or tcbenc.k a Ad aot.oct &;I hll a t.tom-r in oerUiD ~•••• ot 
tO. lnoo .. tax oaoo . !1o obould be oUJtl nod •• t .. • 'v be 
ooou""' • opin1011 rroa Dr, U oln ln &oph • ber 19)6, oi til 
reopoot to t be taxoblllt7 or t ho reoraonhoUon t " .o .. cUm. 
11o u o11rod t l\lo oplniOil a bout t!w tluo tt.llt r.adlo and DDvu 
• •r• h&vtnc t holr conteroncoo i n Noo tork Ci\7. 

s. Jg. Mlebttlt, Yhl a •n 11 t.lw cuapt.I'Olllr ot 
'hooi\Uotl>-ContW7 r'oz fU.u Corpo,...Uoa la Moo 1orit, and 
tM tol oplloM Ollll r._ 'adlo to Dove r » 7 have boon •ado 
1a nil ottioe. lie pou lbl,y bOll knovlod~· or t\W!o •••UN<! 
by Go-"k W bo po.ld to l(a<ll o or Dovor •• "" ! nt.e,.,..,lory 
tor pa.:.ent. t.o lad.l e. He • • • r«r .. rm t ., i n t~ e:eblegn.a 
• "\let\ Dowr t•6nt. to lamaek a t. t~ U• N ar""'~ for t bll 
o.>ntoroooo in Moo tori< oitb ladlo , and It !o probo~h t hat 
1111: • •• o-on• \llted •lt~ reepect. to a tiCih OOt\t e ... nu, 

6. l llll!f 8. pey.r, Thia .an •• • t h6 contid•~tlal 
oaplo7oe or llart7l Za!ludt and h&nd1od aU o r '>l o ti!16Ml o1 
t.rena•o-tlONI.. tnfornGU.>·D aTa1l a ble 1.nd1.c~'t.f'l t.b.t l be act.ed 
u an lawnodlary in t bo ;>ay,..ot ot a larc• b ribo to lto~hl 
Uwt. M oolleo ted the aone y tor t U • bribe fro' Zanuclc: , t.: be::tck 
and Oo•t •l ond t bot a put ot \bo brtbo • • • ""ndod to hl:o b)' 
Ootta ln t.he p~~•nce o! ~ra . t ebb •t t.h~ t t t l ad1a ••• •~ 1 t1n& 
in an ant erooa. It 11 \IDde!·Atoud t hAt. he ~tt rjllltl.Ul~ t ') l lt.on a 
W&i.V.r o( 181\11\l.tJ a nd , AI G 0 1JfliOQUCHlCt , W41 1\U t C~llod bc fO:"' 
t~o crond Jury, It l a telt t h•t bo o~ld bo called boforc tbo 
(l'ftnd Jllry oven l t b)' d"l"t 1 9 ,,., l o cran~od l <nu:U tr fro• , ,..,,_ 
cut.S.oa . Ttlle l ll&Jr! Uou 1a 4-tde d••t'l t fl ''"" t !.a ea.t('l tv be tbe 
atUt~ of tbl D1atrl ct Col.lrt at Loa "'-&~·•• to t.M et!eot. tl'lat. 
\ 1111 ooll1nc or • !"'DOD bot ora 0 (r&nd JW7 IMUDiaoo 
auca .,._ra;m. rroe cri.Al»l pro3•eutJ.oa. T·J.a "'f!\-:~ '""lll t "" ....... t 
t •J o attitud<l or tbo Dtatrlot ooun l o M t In accor &nco • ltb 
••ll eet.Ued law, ar..:! 1n t 'W aTc-nt t.bo c "'rt ah uld ao "'olt, 1 t 
l o boltoved a ,.,..,.,...al could bo r•..,nd In \ • C~ro li t C :>n o r 
App .. lo, 

7. W1lll as Goet • tnd ::a . Creon• )p\:b . It' thea~ t • o 
porcou oro ,...,..u od betoro t '>o &rand Jury t be7 ono-..ld bo ox.,.tood 
•• t J ttw eett.en rr-t t cr-t b l a a a~wranch111 of t .,-cla l AJ•nt 
Oft•dal to llr , Corr, dat<o<l S.p t.eobo>· ll, 19)9 , • 00~1 of • liob l o 
available iD JOUZ offico, 

- :2 -
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• · au-J. o. curtt, Jr. 
Ie '!' Jg••a" I . Ish $, •$ tl· 

a. JusM I. le)wek •p4 J?tml r. 'MW· I t 11 t.be 
bell.t ot " 111 ottlce \11&\ tbeoe lndi'oldaall obolllAI be 
celled be tore the ' "'"" JW7 oDd quoot.loned d t b roopeot t.o 
tbe pe.r~Mnt ot tile bribe t.o K!!dle, It l t """•Ni tood th&\ 
SObeo.ol< ••• told tbet be alcM be ....U.ed betoro t lw 1rud 
J"'7 oDd t lwt be .. '7 doflnl t •ll ototod t'v.\ be • ould oo\ 
o1p a •dyer o t U.•UOJ """or IJl7 oirou ... toneoo. I t l o 
b611ooed t bo t be aboW.d be eal .lod be!oro t boo l r&IMI J ~>1'7 ond 
lt l t 11 1111 llltoo.Uotl t.o otond - 1111 eoneU tu\loNu. I~ 
.... u~, be ebollld be t oroed to opeo.lr dooloro ouol> .. lat.e~~­
U oa. 11111• Zaa-'• attUI>do bel not - dotinitoll o.o­
eortalMd, lt 11 probeblo \ boo\ boo will toke U.O ... , poo1t.loo. .. so- aD4 • hat !loa beoft l&ld w:t\1\ roopoct \0 So-ol< 
oppl111 ao ... u t.o bia. 

!'lode , r rlc• Nn••• t.be aJ&I eU oe a&d• ln l t.a l ett.of\r or 
October 1.2

1 
19)91 U.Ot t h!oso eaooe be !llndlod In tbe . .... 

-.a.aer a• ••• t he ••• • ot "o•• • L . ADnenbtrc. ttwt eu• t ort 
ot aool r \lnoo u ... t..miobed lo. tllo Annoob• ra •••• • l lt be 
r.z.lobood 1a t booo 00111 I! 7 01> eo deal••· Tll1• ottlo• ol eo 
will be pboood t.o aallo o'f&lloblo to JOU onr and aU of tlw 
fao111 U•• o! tile a.u-u o! Into mol llenoue tor tblo purpoao. 
Aeoordl"'ll' lt •111 be appreolohd I t you will •d• ll• \ hll 
ot l 1oo ot JO~>r •1• .. la \ !111 aa t tor lo order t lwt t ho noou­••zr IWI ... I I ID\0 ll&'f be aado ol>ould t l\11 I "'AUilUD. be odoptod, 

Yor.r tru17 youro, 

(81pod) 1, P, roochll 

J , p . lliJIC.W. 
C!do! Couo.ul , 

• • 

/ 
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Ootober 27, 1939 :04 
11:01 •••• 

Operat or: Oo &bead . 

EMJr: Hello. 

Jesse 
Jones: Hel lo, Henry. 

EY.Jr: Hello, Jeeee. 

J: Hov are JOU' 

i!!:Jr: Ob, prettJ vall. 

J: One or tvo people asked ae )'eaterda)' a fternoon 
s omething about the bonds- about the time •• • .• 

li:~Jr: Yes. 

J: 

H!!Jr: 

J : 

HMJr: 

J: 

!'Y.Jr: 

T• ' . 
lr.:Jr: 

J : 

!!J.!Jr: 

J: 

P.l~Jr: 

• ••••• and the rate. Ot course I told them I did 
net knov. 

Yeah. 

That would -- you would determi ne t hat. 

Yea. 

But I thought t he time would be eooewhere around 
three )'ears. 

Yea. 

That vae m)' answer. 

Tbat'e right. 

It teemed that the market vent ott a little bit yes­
terda)'. What dld 1t do t cd&yf 

I haven't eeen it, Jeaee, I've been busy -- but I 
understood that mar -- it turned a l ittle bit tor 
the better last night. 

Yeah. 
But I haven't eeen it. But Vbat ve thought we 'd do­
ve'd aU tight until Kond&J• 

. ' 
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J : 

HMJr: 

J: 

I!)!Jr: 

J : 

}Q.:Jr: 

J : 

ID!Jr: 

J : 

m:Jr: 

J: 

P.lo!Jr: 

J : 

J: 

H!!Jr: 

J : 

HMJr: 

And then announce it. 

And-- well, and •••.• 

Or - - or not . 

Well, or not. 

I .. e. 

But we ' l l be 1n t ouch Yitb you during the day Monday. 

Yea. 

But we W1ll or won' t do it depend1ns upon bow tha 
Whole market aota. 

Yea. 

And t hen we'll begin t o give you a rate and so forth 
and eo on, but I don't think that -- I don't know 
today whether 1t would be 7/8the or one percent. 
I haven ' t talked to t he boye. 

Um-bm. 

I don't know how muoh •• •••• 

Well I had in -- my thought about it waa, tor what­
ever you might oonaider it worth •• .• . . 

Please • 

•• •••• I'd give a one and I mi ght make it a few montha 
abort or three years . 

Well , that sounds l i ke aenaa. 

And t hen I think they' 11 reach t or it. And I t!'.1nk 
that would be helpful trcm your atandpoint . 

Fine. Wel l Jesse, ae - - aa t he t h1ng look• clearer 
to me or leas clear I ' ll keep 1n touch with you 
personally and I'd like your advice. 

J: 0, K. , thenke . 

HMJr : 'fhank you very much. 

J: Al.l right , goodbye. 
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l!J.!Jr: 

Operator: 

!il!Jr: 

o: 

Hello. 

Ootober 27, 1939 
ll:l9 a.11. 

Senator Barkley 1e on the tloor and he's golng to 
oall you baok. 

Yeah. 

Senator Wagner 1a out ot t he ot t l oe and they're 
going t o have him oall baok and Senat or l!aloney ' a 
line i a busy; I ' m atlll valting t or hlm. 

:o~ 
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l!l(Jr: 

Robert 
Wagner: 

HHJr: 

\'1: 

ID!Jr: 

V: 

Hl!Jr: 

'tl: 

W: 

I!Y.Jr : 

V: 

lll<Jr: 

Hello. 

Hello. 

Bob' 

Yeah. 

Ooto~r 'Cf , 1939 
1.1:23 a . e. 

I want to thank you t or the noble detenee you made 
ot t h e ••. .. . 

Ah -- we got a little b1t bawled up there t or a 
moment , you know, but I underata.nd Ed Foley got 
exo1 ted about 1 t and al.l t hAt eort ot thing. I 
thought 1t vent all r 1gbt. What the hell ! 

Sure, we von. 

Yeah. 

I eay, we von. 

:07 

Yea, ve•ve won and I th1nk What I ea1d was all r1ght. 
I mean, I -- you know, talk ae you l1ke t here vae an 
1nt1mat1on 1n t hat that after you sa1d that you 
wouldn't do 1t the fellow eaye, •Well I don't be­
Hen him because I want to l111l1 t hlm •. 

Yeah. 

So that got me a l1ttle warmed up, t hat'a all . 

Well • •• ••• 

V: And I'm with JOU a hundred peroent, and the. oo!%l!J.ttee 
1a and everJbody 1a, and eo • •.••• 

h'!t.Jr : Well - all tboae n1oe th1nge you ea1d about me , I . ·· • • 

'<1: 

HJ.!Jr: 

Well, everybody-- Henr7, that ' • not me - everybod7 
would ea7 that. 

I ' m all •••.• 

_., 
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'II: 

HJ.tJr : 

'II: 

hltJr: 

'II : 

Hl-tJr: 

\1: 

HliJr: 

i': 

!!llJr: 

If: 

!r.:Jr: 

- 2-
~ a a 

The only thing ie I don't-- I didn't-- I don't 
l1ke T & t t • He lett -- I ahouldn' t aay that -­
I mean I-- I don' t think he meant it at all but 
it looked like that- aay, well, aaybe be 1aye eo 
but I -- I ' d rather -- I'd rather limit him, or something. 

Well •••.•• 

But even that - - there•e no -- I tal l you thera •a -­
Henry, you know we have theae -- I've been in the 
game eo long -- you have theae little claehea that 
don't amount to a darn but it givea a tallow-
it givee a fellow a chance to eay aoaeth1ng. But 
everybody respects you and everybody regerda you aa 
a - - a real great Secretary or the 'l'reaaury. I'm 
not k.idd1ng you about that. I -- I oean t hat . 

Well , that'• tine. 

And ao doee everybodY alae, ao theae little thinga 
don't mean anything particularly except that we've 
won. That' s the main • • . ••. 

That ' e the main thing. 

Yeah. 

\/e ll , I'm ever so much obliged. 

Oh, don't mention it, Henry. 

Ever ao .uch obliged. 

All right. 

Goodbye . 
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m!Jr: Hello. 

Frano18 '1' . 
l<aloney: Hello , Mr. Secretary. 

Ootober 27, 1939 
11:24 • •• • 

H!(Jr: Hello . Senator, I wanted to call up and thank you 
tor coming to our reeoue yeeterday. 

M: Well, I thought that the Senator got a l ittle 
overboard. 

P.:!Jr: I'm atra1d he did. 

X: Yeah. 

HXJr: And 1t it hadn't been tor you it m1ght not have 
been eo good. 

II: Well, I thought that m1gbt be the oaae and I'm glad 
I was around to be helpful. 

!IHJr: I'm ever so much obliged. 

~1: 'l'hanl< you -- thank you tor oall1ng me, llr. Secretary. 

l!Y.Jr: We appreciat e 1t very much. 

M: Thank you , air . Goodbye. 

HEJr: Goodbye. 
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~) 

Operator: 

l'}!Jr: 

Hull 1 s 
8eorete.ry: 
Cordell 
Hull: 

31-!Jr: 

ll : 

i-:HJ r: 

?l: 

H: 

H:~Jr: 

H: 

~!Jr: 

!l!:J r: 

!i : 

Read:r. 

Hello . 

Just a momen t please , sir. 

Henry1 

Ye e, Cordell. 

~otober 27, 1939 
:32 p.m. 

I've been -- I ' ve been bothered a whole lot on tbls 
damned Gua teoalan thing . 

(Laughe) You don't mind 111 laughing, do you' 

l.}tau 

You don' t mind my laughing a little bit. 

No , not a bit. 

Because Win Riefler baa Just been in here orying on 
both"my shoulders and I had to ge t out a bath 
towel to dry them. 

Well nov, the truth is, he would tind that a thoroughly 
interesting meeting. 

Yeah. 

And it doesn 't re quire agreements on anythi ng. It's -­
a s I sa id, 1t'a oore l ike a protracted eeosion of the 
B.I.S. · d1rectors over 1n Svit~erland . 

Yeah. 

They would meet and exchange 1ntorme t1on on e ll the 
vital phases and euggeat1ona and ideas end they 
would go back to their respective governments. And 
in thiS oase this would come back to the -- not only 
to our government but we could utilize anythi ng there 
in tbie meeting that will not get r eally well under 
way ••. . • 

liY.Jr: Yea. 
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H: 

H!cJr: 

H: 

HJ.!Jr: 

li : 

HJ!Jr: 

H: 

Hv.Jr: 

li : 

HJ.!Jr: 

H: 

- 2 -

• ... .. betore -- betore t hey get baok. 

Yeah. 

Eepeol ally 1t t hey tly baok. 

Yeah. 

Now there's really no-- of course ve -- this thing 
Welles told a lot of these peopl e t hat th is vas -­
being a Treasury matter you would be sending an im­
portant man and they speak about Dllggan - ot course 
Duggan oan go but Duggan ie not a monetar y man at 
all . lie've got a mighty good man in DuRgan's diVi­
sion there Vho came over here trom the Pederal 
Reserve organization \n Nev York; one or t he beat 
poeted men t here ie. And t here's no ooeaalon for 
any considerable nuober or people t o go t o this . 
The main thing is Just a -- a hi gh- up oan like this 
tellow and one or two - - somebody trom over there, 
and one person maybe trom hero. Then we' l l have -­
we' l l have -- we can have to drop in t here some of 
our best l.f1n1stere or Consula in t hat area who would 
do all the running about tor him that he'd want done . 
Keep him -- keep him informed about everything. 

~/ell , here 's the situation. He just left my office, 
see? 

Yeah. 

And he -- he vas trying hie best t o get me t o release 
him. 

Yeah. 

And I said , no, nov vait a mi nute -- I eald, "Thl~ 
rorenoon I eent Mr. Hull a letter saying that you d 
go provided that Mr. Duggan woul d go and t hat vas 
Vhat you asked." I'm talking to Rietler, you see? 

Yeah. 
And I said •I just lett Mr. Hull 15 minutes ago and 
he asked .. ~ about it and I t old him Just -- t h;t you 
were ready to go and I'm not going to oall Uy .r. 
Hull • •• •.. • 

Yeah. 
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l{I!Jr: 

H: 

HUJr: 

H: 

ID!Jr: 

!l : 

1!!-!Jr: 

1! : 

Ji : 

Hlo!Jr: 

H: 

KUJr: 

H: 

ID!Jr: 

H: 

IO{Jr: 

- 3-

, • •••• and tell him that I change every 15 minutes.• 

Yee. 

And eo 1t Duggan doesn't go •••.•• 

Well , Duggan Will go if it' a neoeaeary to get him 
to go. 

Well , that-- that's the situation, Cordell . It 
Duggan doesn ' t go, then Rietler will eay, "All 
right , then I'm released.' 

Well, Duggan 11111 tly dovn there and make the trip. 
He •••••• 

Well , that's ~~e whole a1tuat1on. 

I 'm eure that-- ot oourse, he oan't be or much use 
but he'll be glad to go. 

~/ell , he knows South Amerioa and Rietler doesn't ; 
that•e the answer . 

Well , ot course , we'll have -- as I said, wo could 
have two or three ot our l·lin18tors •••• o o 

Well , I don't know, t hey've been talking together 
and t her've talking Vl.th Fe18, and i t Duggan 
didn't go then Rietler saye --well he told me 
he ' s Just been i n here tor 15 minute• orying. 

Yeah. 

And he'd ear, 1Well, t hat leta •• out. • 

Well, he ' ll tind that -- that there'e -- that he 
von • t have any trouble in handling our end or it • 

Yeah. 
And he ought n't to be too muoh afraid about it. 

Well ot oourse, the trouble is the two meeti ngs , 
rou aee and t hey think they're all a l i ttle bit 
prlaa d~DD& and the7 think that Ouatemal~ il a 
eeoond 8hov and they don't want to go. at ' • 
t he thing. 
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H: 

llJ.!Jr: 

!i: 

KMJr: 

!l : 

l!l<Jr: 

- 4-

Yea. Well th1a -- anybov we ' ll - - va'll Just let 
your latter etand . 

Well, I -- I Just had a -- really a • ar y difficult 
time vith R1etler and I -- I r efused to call you up. 

All right , ve'll Just l et your lett er etand then. 

Thank you ao much. 

Thank you. 

Goodbye . 
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TREASURY DEPARTMENT 
314 

.41r 
INTER OFI"'CE COMMUNICATION 

OA.TR Oc~ollu 28, 19}9 

Tho fore1cn ·~ OW"Ioot ve.a tJ<Caed1DG17 4ul1 t~. Slorllac -­

ot 3·99-7/ 8, vncb••pd fro• lut D1cl>t1 a cloae, and alwrtq U>ora&ftor .... 

001411 Japonoao .. lli114 IIPP•e.rad In tho 116rl<Dt. !U liallol\al 01 v J&DI< ,...,,,...., 

tr. order !rom Slaa to .. n I.ZOO,OOO. Of t.hia uount .1.15(),000 vaa :p~~rohued 111 

the Balli<, and ~.000 vao aol4 1D tho ....,.lon, !ho raw lll'.mall7 aaoo4 h 

3·99-l/2, and clooa4 ~ ... 

RoporUac ballico in Jrov York and tho Pedoral Roaorn hill< roporla4 aaloa of 

ator lln;; tolali.Jic ~6,000, froa tho f ollovinc oourcu: 

Coa.ercial co:zactrna • •• .•••..... ............... . .... . ..... . ......... ~ 

7ore1an b&nt. (Siaa) •• •• •• •••••••••.••.•...•••.•••••••••••.••••. 
lfo~al •• 

Purchaa .. of otorllnc amounla4 to .1.101,000 aa in41calo4 l>ol ov : 

!ho ballico aloo reported that ~· Brillah Coutrol pvcl>uo4 oterl ill4 ......,t­

Ine ~ 1.117,000 a t ~. oftioial rate of 4, 02. Of lhll -unt 11)0,000 repreoeola4 

CoUoD bi lle. 

Tho other t.portant .,......ncioa varo •'-14• 

Tho Cbiuoeo JU&D etronc~ooa4 to .03-9/16, but aubooquontlJ loot ..,.. of i h 

caln, &D4 vaa quula4 at .03-7/ 16. fU bl&lwr rate for tho )'U&D II probabl:r 4uo 

to tho aalo of atorllo,g in ShaD8I>a1 b7 the Jopanoao, and H vu roporla4 lhol -

l::>iooae Control vu JI'U"huiDC ahrliDC h4&7· 

!ho II&IIOilal li&DI< of llolciUil ool4 to uo $588,000 In cold troll their O""">r­

aceount. 

!he l'o4oral l!oM rn J&DI< 414 ool rocoift &D1 reporh of ablpaonta of col4 to 

\1\io oountr;r. 

Tho Dow Jonu 'l'ioloor carried a l!oll-• 41opatoh !roo !low Dolhi, I1>41o, thol 

tht: GoYtr:men\ of lD4.1a baa baDDI4 \be taport, b7 ••• or leJ¥1. , ot tUYtr bulli oll, 
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,unr oh .. h aDd oUTer platea vhl.eb ~ .. , UDd.ercoM ao .....racW>-l.nc proce11 
IUbooqueDt to roll1ac. .All am.pt1oa to \hia rv.l.a vaa ...a. 11> -· 'IO!uon a 
1100 .. , baa b .. ,. sraat-.i b7 tha lleanyo :SaDll: ot I...Ua. b baa 4ooa aot o,_DPl,r 
lo iJI;>orh of a11Tir froa llu.na. 
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TREASURY DEPARTMENT 316 
INTER OFFICE COMMUNICATlON 

DAT• October 28, 1939 

TO Seoret&r1 ~~enthau 

Mr.~ft· rOOM 

The Worn Progreaa J.dlll1n1strat1on reports ebow an 1ncreaae 
of 211-,000 1n the nllllber ot emp1o;res, tr011 1,474,000 persona tor 
the week ended October 11, 1939, to 1,494,000 tor the v eek ended 
October 14, 1939. 

Attachments 

Regraded Unclassified



( 
liOIWI P!l00R1:88 ADliiNI8TRI.'I'IOI 

Number ot llorkera Z.01o:red - lleekl:r 
United Stat.. · 

week Ending 
1939 

FebruarT ~ 
Februer:r 11 
rebruer:r 1d 
rebruarT 25 

llaroh 4 
!larch 11 
March 11! 
llaroh 25 

April 1 
April 5 
April 12 
April 19 
April 26 

lla7 3 
lola)' 10 
lla7 17 
lola;r 24 
ua:r 31 

June 7 
June 14 
June 21 
June 21! 

Jul:r 5 
Jul:r 12 
July 19 
Ju1:r 2Ei 

Auguat 2 
Auguat 9 
Auguat 16 
Auguat 23 
Auguet 30 

SepU•ber 6 
September 13 
September 20 
September 27 

October 4 
October ll 
October 1d 

•A-1n1etrat1on. Source: Work• Progreea aw-

Buabar ot Worker• 
(In thoueanda) 

2,966 
2,966 
3,0U 
3.o43 

3,032 
3.009 
3,015 
3.009 
2,980 
2,906 
2,761 
2,752 
2, 751 

2, 734 
2,66o 
2,622 
2,6o9 
2,598 

2,594 
2,590 
2,571! 
2,551 

2,31!1! 
2,290 
2,250 
2,200 

2,01!1 
2,053 
1,976 
1,1!96 
1,Sll'1 

t ' ~-
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1936 
June 
JulY 
Auguat 
sapus'ber 
october 
November 
December 

1937 
J&nuarr 
Pabl'\larr 
varoh 
April 
var 
J'una 
Julr 
,luguet 
september 
October 
!IO'f81lb8r 
December 

1931! 
Januarr 
PebNarr 
varoh 
April 
11&7 
June 
Ju17 
Auguat 
September 
October 
NoYeeber 
Deonber 

1939 
Januarr 
r abNarY 
!larch 
April 
liar 
June 
July 
Auguat 
BepUs'ber 

~'ber of llorkan 
(In thou..,tlda) 

2,256 
2,2119 
2,377 
2,1182 
2,5&. 
2,li-1!3 
2,192 

2,138 
2,1Ji.6 
2,ll5 
2,070 
1,999 
1,1!21 
1,~ 
1.1i&l 
1,1151, 
1.~76 
1,520 
1, 1>29 

1,901 
2,075 
2,395 
2,582 
2,1>71! 
2,767 
3,053 
3,153 
3,21\1 
3.3116 
},311 
3.09 
2,9!16 
3,043 
3.009 
2,751, 
2,591! 
2,551. 
2,200 
1.1141 
l, 7!1!1 

Souroe1 Worka progreae .ldsiniatration. 

llonthl7 figure• are weekl7 figure• tor the 1ateat 
weelt of the aonth. 

! bar ino1u4e oert1t1e4 and nonoert1f1a4 worltera. 
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OC: l?:n:c 
~904 Oo\obor 28, 1939 . 

In re: Orand jury 1n•eet1got1on ot income 
tax cases of J'oaepb J.t. Sch.enck. 
W1ll1u Ocet:t, Darryl J'. Zanuck 
and Wllllam B. Dover, et o1. 

Tho grand jury proeeedlogo eonductod ln th1o eooo are 
conolderod 1nedequote &nd 1nottectl•o tnr t bo following 
rea eon a: 

1. Only two wi tnessea , W1111u Goetz. &D4 Ltra. :rn.nees 
t:ebb were called be tore the uand ju.ry. S.•erel other per­
aona bad been auggested as witneea••• 14cl\:41D6 1Ull1u B. 
DO•er. Tbe Bureau baa el'ery reason to bell•"• tb.at tk)l'e·r 
acted aa the intermediary in the ~)'Mot ot the bribe to 
Ka41e, and there aecuu to be no proper baala tor not collin£ 

bt .•• 

2. Tbe examination of Ooetz end lb't . Webb wea a:.ost 
pertunctory , and moat or the queettona were tra:ed in aucb 
to ~~anner ae to elicit negative ropliea. ·ror example, on 
pogo 31 of tbe transcript, the following ~peore: 

·~· 
(Ill'. Oorr) Now do you keep o little book 

ot your own , like moat aecr•tarha do , tor 
your own protection. 

(lll'o. Webb) lihat kind ot a l1ttlo bOok? 

Q.. To keep ite.m.a e.tld t.rtUlUCt.l CDI 1D? 

A· No, I dou· t. 

~· Have you ever kept ooe? 

No I haven't. I have ooe little u;aoraa4ua 
A. book at tho moment, juot a 11t~lo pad or potty 

caah. 

~. I eoo • t black book 
Well you don't l<oop a llttlo prln e 
that' ie sort ot a double check oo your employer? 

No, I haTe no black book•. or aDJ cbtck• oa &J 

u:ployer.• 
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you •••r r..-er A!r. Do•er 
at your orttce when ltr. ltadie 

(llr. Carr) Do 
bet11g preaeat. 
wa.a present? 

A. (llr. Cootz ) No, I doo• t . 

Q. Do you • • • r l"e.l:le.!:ber Xr. Kadla and ~. Do•er 
and J.!ra. Webb be1a.g preae.ot at &0.1 tlae D en 
YOU 8&1'1 I Wll Ot &OD6J to Wt. J)01'er? 

A.. I dO DOt. 

Q. You don't recall any tl•e tbat &QY sua ot 
JDOuey ••• &l'fiD t.o Mr. Do•er tor IA1 purpoH 
when Wr. !a~Ua was 1D your ot·nce? 

A. !to, I do not. " 

Other s1m1l.al'ly lnetteet.ive quoatiooa were aaked aod 
they appear on pagee 7, 11, 22, 26 and 29 ot the trenacrlpt . 

~. The tnLDacrlpt ahowa that wbeo J.:r. carr completed 

hil t:mal.J>ation of Coetz ho asked Goetz to U.•lt o kro. lrobb 
iato tho grand Jury rooa . 'l'hla ga .. Coot% an opportunl ty, 
it he 10 desired , to co~unieate with Mra. ~ebb and adYtae 
her aa to the reaulta ot bla examloatioo . Ordinary prudence 
~ould ba•e dictated that they abould not be allowed to com­
suoicate with each other. 

4. In h1a report to t.be Depe.rt.Mot of 1uat1ee, l.!r. Carr 

atate4: "It took oDl7 a ahort. ttu betore the gre.od Jury witb 
Cioett. tor the writer to dateraice tbat the co•ern.uat waa on a 
boptltll tiabiq trip". Qoetz ... tX&lllned betora acre. ~·ebb 
and 1t would appear that ur. Carr reached the concluetoo tbat 
the aattar ~~ hopeleae betore be had eompleted bta exaainat ion 

of Goetz and before he bad asked wre. Webb any queatiooa. 

e. lD t:bia -... report, Kr. C&rr aleo aatt: •u. ••• 
a pparent 

1 
bowe•er 1 

that OOtt't. aade QO effort to tell the truth 
concerning the .. tttr• about Which be was questioned.• Tbe 
purpooe or tho grand jill')' proceodlago ..... to ollolt tho truth 
troa Goetz and tbe other witneuee, a.ad it was ldr. carr • a as­
ligDSent. to aeauN trutb!Ul teet1110D.)" tro• t hem. A comparison 
ot tbe tranecript ot the•• proeeedlns- with a transcript of the 
proceed.i.D$8 1a tba AADta.berg caM will cUaeloat tbl 41ttereoce 
1c reaulta obta1oH. tD tbe Annt.Dbtr& caM, bJ attllrul and 
torcetul axaainattona, Hcalcttra.nt wtta.e•••• wre foreed to 

tell tbe trutb , aDd tb.e aa=:e aort of eualnationa 1D tbia eue 

aigbt wel l bo pro4uctl•o or tho doalred rosulto. 

- 2-
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s. 'l'hrou61oout tho 1ntorropt1oa. or tho wita.ooooo, llr. 
Carr o>!>1b1tl4 a toD4&a.cJ a.ot to prou tho wlta.ouoo, u4 
a rea4LDc or tho truoerlpt ot tho tootlMOJ in41oot., that 
ho -• a.ot ul<l"ff a 4otoraino4 ottort. to toroo th• to 
tootltJ truthtull7. 

blo 

- :1 -
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October 28 , 1939 

To• Tha Secrets.ry 

rroa: Ur . P~es 

t attt>.Ch hereto a letter !ro:a !en Worcan vU.h 

!'U.rt:1er 1nfor::at1on abo-ut t h e a1 rcratt factory \n 

Cblna. 
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THI!: SPI!:RRY CORPORATION 

the Honorable John W. Hanea, 
Gnder Seoretary of the Tre-..llr)', 

Depo.r-t of the Treullr)', 
Wuhl.a&too, D. C. 

Deo.r Jolmo 

Ootobu 27, 19S9. 

Reterrl.D& to 11:1 oODTeraation with you the oUler 

dO.)' in ret;o.rd to the airoro.tt taotor)' ill Chill&, I o.a onoloo­

ing ill brief, ..., outlille givillg the otor)' in moro OOIIIPloto 

tona. You 0011 gin thlo to the Seoreto.ry and it he duireo 

any additional 1nt'o.--t1on on the al.lbjoot, ploaoe let mo 

kn"" and I will be glt.d to t\lrniah it. 

Ao I told,you the o~or do,y, 1he Sperry Corporo.­

t101l C>WIM4 'lbo IDtoroontillct CorporatiOD unt11 laot yoo.r 

.,..., it wao oold to ·Jir, w. D.' )'aWloy w!J.o 1a """in China. 

With kiDdeot rego.rdo, I an 

t:&altl 
ED.oloau.re 

Slnoerely yo\U"a, 
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,e. . l \ 

BRIFl !IIS'l'!I\I !l1..£Q!%RAL AIRg!m IW!l!UCT!JRJ'J!O co •. PrD • • 
( 

China - __ ____ D C •• U. S . A. 
A 'l'racle .lot Corpore Uon) 

Tbol Central .liroratt. llanutaoturi.Dg ComJ>OII1 was torzed under a eon­
tract with the llilitary ColllleU of the llat1ooal Govern111ent ot the p.,l"lblio 
of Cbi.De, dat ed December 8, 1933. The objective ••• to train Chinese persoMel 
1D the builcl1n&, repairi.Dg ud maintenance of airplanes or Chinese mnutacture. 

The factory was built at a coat of $2o6,892.4l, out of funds advaooed 
by the Curtiaa-l'rrigbt Corporation and another COIDPil\1• The interest or tbo 
letter com~ waa leter l"lTObased by Intercont.inont Corporation, 

The Chinese Gove"""'nt bas repe.id over a five year period the 1D­
vestment made by Interconti.Dent and Curtioa-l'irigbt 1D tho original factory, 

The ori&:1D&l factory contract • as to n111 for a period of five )'e&nl. 
'l'btn the Japanoeo invaded Cbina, Curt.ias-11r1&bt and Interoont.inent ogreed to 
an ue~nt to their contract "1.tb the tilltary CounoU of the llstiocal 
Cove,.,.;ent of the ilel"lblio of Cbina •bez-.1>)' pora1et1oo •aa ginn to aove the 
f~Otor)' to & location bettar suited to tho intez-.et o of the CoTO""""'t , 

The factory •a• leter moved to llmkow and otter the abandonr.ent 
of Hankow, plane woz-. !lade to buUd a new !actor)' at E\U\IIi.Dg, This location 
hes been obo.neod to Loiwing near the llw-IDBso border . 

From the inception of the contract the factory hes been a valuable 
f actor in the Chinese 11111 tory avia t1on progr&ll. 

In Jul7, 1938, the origi.Dal agreoment .,., extended to September :;o, 
1942 and Curtiee..Wr1gbt and Interoontinont Corporation Jointly agreed to ed­
••noe $330,000. tor tbe erection or tho no" faetorr at Loi11'1nC to have a 
capoolt7 or between 2SO and 300 planes per anniiJI, Tboao !undo are to be re­
poid over a period or throe T&ara. 

Under tbe or1&:1D&l agreement the Ch1Dtse gonruent agreed to oo..-e 
the factor)' l"lTOhaS& 7~ of Curtiss..J'right GOtorl and S0 or Curti<s-f'right 
or Dou.glee planoe, The agree&ent also provld&d for tho Inter<:ontlnent Cor­
poret1on to bo the aole ~basi.Dc scent for tbo ! actor)' nth • guarantee to 
l"lrObaoo a alnl••• o!$SQO,OOO per Tear. -u. now acreo•ent provides for 6h-:l/ )f. 
l.rigbt aotare and so.c Curtias-'lirigbt planes with • cuarantae to """""""" • 
min1Jaull or $1,000, 000 per annua, Intsroontinant 18 aLo4 tha l"lrCbesing agent 
under tb1o now agreeo>eDt. 

In odd.l.tion to tho f1Danoinc of the tactorr at Lo111'1n&, llr. Yl. D. 
PawleT President of the Illtoroontinent Corporotion baa edvanced over $150,000. 
to fl.,;.,oo l"lTCbeees of rae torr equipment • A portion or tb1e boa been repaid 
end tbora ie now outstsJtding of tb1e about $1CO,OOO. 

Both agreamente ..!"tbo~~~dCfhinor8~0• ~l~a~pn~b:r r=~ ~~~::::::!onnol. peroonnol in tho factory w• ..a 

od to train tho Chinese in the ID&Dl>­
Tbeoo Cbinaee factories have aorv ot eat ..Uuo in tho oerrloln& 

fee turo and us .. blJ' ot planes and baYe bean &r 
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-' repalrSac eC )lDN IIMCI ill~ -niot With J'apoa, 

.._,U, 0.~ aad ?!» IDt.roooatilltat C<rpareu .. ,..IOt.io.W ., . acx 1 \ 111 Ua tile Cld.ae.. llceu1Jic U... to -•otare lricllt e1111J>e• 
1r1 CIWia aad it i.e 'bo1J.n.4 tlat the -~t W1l.l ollozotl.T IIDtor 1Dto tla 
801Nfaotlare aad U-11JT ot IIDCiDee 1D C~, 

~ ot 'he parcbaMa ~ br tla CbiDoao t actonoo ba.,. boea ot 
uto ot •\ar1.o.lo •tor tile Malltactlare _, aaa•bq 1D C~ ot CurUto-llricllt 
IJld VuUM airpl.aDoo•, aad tlare_, a ,., ..,. llllbRu~Ual aoY111& 1D coa\ bao ._ 
attocW to tla Cbineoo -\. 
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KeeSHIN F'REIOHT LINES, INc . 

.,) 1. K~E.HIN 
-l-.!0«-.. ,. 

I I 

1'he Honorable Henry J , llorr;enthau, 
S.Or&t&J"y Of the fie&•ury 1 

Troaoury Building, 
.. aobintton, o.c. 

~ doar l!r, Secretary: 

~ZI WC&T "'OSCVEL.T IIIOA.O 

CHICAGO 

October 28, 1939 

I am onoloa!ng herewith a 

true copy ot another ori&inal report rooeiTOd tram 

l!r . Van Patter, dated October 10, 1939, wh!oh io 

being aont to you for your intorrna.tion . 

very truly your.•, 

Eno . (1) 

Regraded Unclassified



00.,. 1/r. leo ahil> • 

Oct<>bor 10, 19~9 
lwei~ C!Una 

I hu-. boon here in X...i~ tor the loot the dayo &od have bolon nry 

busy holdin& meetlt~ga with the -intenanoo aupomoora, &lo~~g with loold.ng 
0

..,r tho 

pre•ont &hopo and equipment . They have one now ohop otartod which 1a goiflg to bol 

all right tor inopootion and general repairs . A. t.-.• ohanE•• in their original pliUio 

will han to Oo .IIAde to ll1&b it more adaptable tor gtneral e&intoniUice . '!'heoe ohengeo 

can still bo made without opending additional ""'""Y• The machine ohop 1o w be erected 

in another locality in order t<> help eliminate tho danger or bebo. On aceolmt of a 

city law, their pr .. ent !!aChine ahop hoa to be ...,od outoida of U.o oity linito. T!Uo 

la no paaaed oince tho Japa et&rted bo:cl>ing tha Ch1naae toma and cit1oo . Only 

brenty po roont ot tho ohop equipment purohaood in Aolorica hao arrhed in China. I 

belieTO part of it 11 in Hyphong. llr. B&osi went to thio part laot weolc ao ho will 

1nveot1gato !'or parto and ohop equipment. He wont thoro tor tho purpose of speeding 

up tho loading and diopatching. "o ia alao going to Dongdong whi ch is tho end or tho 

~ench Railroad. Thia point i a aleo quite congested and needs aomo attention. 

Tho Chinese reaction to our 1d~•· hal been Yery cood and they aeeg 

to be nrywillill& to oarry out our augseationa . I h&ve in 111:/ co:r.pll3y a Chil:leae 

lll<;ineor who 11 a ,radua.te ot Illinois UDi.Tere1ty. He interprets tor z::e when neeealt.ry 

look-a att..r atl1 &ener&l welta.re. they &lao t'u:rn.1ahe4 a ear a.nd a drinr ao U:.at 

<&.n got arolllld quiolcly. '!'he car hu coco in hand)' tho lut three d&yo dll<! to air 

&lt.n:w . 1lben the alana is sounded, eTeryozw leawa the o1ty any way th&y can 

out. Moat ot them haTe to walk. The ple.nea d.ld not o01111e here e ither day; 

ohowhoro . Tho al..,.. is IO\IIldod in plenty ot tU.. 10 it 1t quito safe. 

I bolion you will be intoreotod in lcnowi"4 that they haTO foW1d 

than thirty llo<lge 0 ....,hafto with sort rolloro that lift tho tuol pump arms. 

t.naa wear into the oe.maha.t"t as m.uoh •• l/16th ot &D inoh. 'they han hl.d a lot 

d bt tbl ot&lhatt it the cause tor tuel p1.1111p trouble 1m thoae Do{!go• and, no ou • 
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October 10, 1939 

tor 1101t ot 1t. A o .. ah&tt ahould. DeTer wear at thia point 10 tMy -.at be -.de 

or Worlor aot&l. llo doubt, thio ooD41t1on oxhta 1.n loto ot aotoro that han not 

boon taken apart . I checked ODe ot tho .. ~ t b a tile lllld round thh part or tho 

om abatt D.lCh •otter than the rest or 1t. ..._- '-- "'-- bo •noy •-To ~an ro rl.ns tbe bloclco onry 

tweln to titteon thousand !!Iiles . llowner, thh mav not bo 11 t•- t - • 
• a. "" ·~ t or tho Dodt•· 

l'o one 11 oure. I h"ve put into effect a prosro.m thot ~11 oll.v>J,uate ~ unneoouary 

rcborin& and then we oan tell more about it . Either way, it haa been u a.wtul waate 

otpittona, labor , e·tc. llo one ira the mt.inttn&liCI dopa.J""tDent ie au.re whether they 

are doins ript or not 1D lots or -yo. Tboy hno boon doin& quite well 1.n opito or 

cot knO'IriD& tor ouro . 

I ... soins to opend SOlOO time ill the ..... chine shop thlo •<=ill& week and 

oee it I oan s et them soins on a ""'" effioioot buh. I hope that tho shop that i1 

now b•1n& er-ootod will be finished within a couple ot wooka a.o that wo QNl got thm 

atartod on a progr.m to help oltminato eomo ot thoae aooidont• and road failuroe. 

Tho Government has started a small manut•oturing abop here at Kweiyang 

tor th8 mnutad.uring or springs and other parte . It 11 very woll sot 'Up and see=e 

to be run nry efficiently. It is netting around ten thousand dollars(Chineu Doll&ro ) 

• ""nth protit. Tbio shop ia run by tbe JD&intmanco department superintendent. I 

thhlk he tm.derat&n.cla r.anuf&eturi.nc better tha.n •1Dte:nance or .otor truck&. 

I am ouppoaed to return to Cb~ 1D two core woolco and atter that 

I oxpeot to 110 to Chengsa tor a tme, then,, 110 doubt, I will bo 1D ~ or liniY&D~~ 

for quite "'""' til:>oo . J.!r. She&hen h mald.nt: a trip to Rongoon. lie will fly to Laohia, 

and to.lce a train from thoro . On return trip I think he plano to drho from Luhio to 

K~n& o•or the Burma highway. 

The Chio.oae have made quite a t~ e,a1na aea1net the Jt.ps here lately, 

howner, I doubt it peaoo will oOlOO ~thin thio ool!lins year. There isn't any doubt 

in ""! mind but what the ChiDe•• ~11 win out in tbe end. They &ro o:uoh bettor 

Pftparod then a yoar •so and I bolio'A their .. ralo it rllint:• o opeoiall:y oil>oe a 

tn battlea ban been wou;ne:ar:.~H:•:n=k~OW-··---:....-~------~---~----
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I hope thh letter tillda you in the boat ot ho&ltb, and I whb to ~ 

(S1pd) 
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•• 3 II J.o 1-, 

Dear Ill'. '-•*''. 
OaW.fel ....... ...,l ..... 

,_,... ,_ ,_ le\Mr el ....... .... 

wllllll -.! .... & ..,.. el _.._ ...... -

__ ! ............. , .. ,. .... taM& 

(StiMd) H. S. tclotl 
L S. Deb, . .n-• 

.... I . L. ZIJ¢1e 
hasP._'- & l"e ,..._. loiMeo I•·• 
- ....... el\ ..... 

*"•• nu-t•· 

332 
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lw PWll 

London 

D~tcd Oatobtr 28, 1939 

REo •d 6 :4f' a . m. 

Storetary of State 

Washington 

2196, October 28, noon . 

Embassy's 2014, October 12 and 1663, Stptcnbt.r 16, 

2 p .m. 

POR STATE AND TREASVRY DEPARTMENTS , 

Following signEd notE dated October 26 , rtoEivEd 

this morni ng from t hE Por<ign Oftiot : 

" I havE thE honour to state that His Majtstv 's 

Government haVE upon considEratiOn aer£td to grant 

further concession& to foreign nationals 1n reapect 

ot £xcmpt1ons trom tht dctenoe (finance) rtgulations . 

2 , Ria MajEsty's TrEaaury haVE no objtct1on to 

a tort1gn national (not poas t aa1ng Sr1t1ah nationality) 

atll1ng eEcur1ti£s 1n rcsptct of which hE has obtainEd 

exemption from thE dtftnct (tinanot) r tgulations and 

reinvcsting in othEr stcurit1cs . If thE ocouritits arE 

hEld abroad no d1ff1oulty n£tcl ar1et, but thE ownEr 

would havE to obtain ptrmiae1on in th• uaual way to 

export atouri t it• htld in this country ancl in applying 
tor 
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llo , 2196 , October 28, noon from London 

for permission to txpor t would, no doubt , have t o 

satisfy his bank that he ho.d btcn exempted uudtr th t 

arrnngemcnt with which Mr. l'lalcy has unofficially 

already acquaintEd Your Excellency, 

3 , His Majesty's Treasury arc also prepared to 

agree t~t fore i gn nationals resident i n the UnitEd 

Ki ngdom w~ do not also possess Bri tish nationality 

will not be callEd upon to surrender i ncomt accruing 

to them by way of i nterest or dividends on exempted 

securi t i es nor , i n consequence, upon securities which 

they purchase i nstead of their original holding. 

4 , It will be appreciated tha t th!s docs not 

cover, for ExamplE, fore i gn currency 1noom£ ot her 

tho.n that arising as in the oases above , Thus i t 

would not cover pr oceeds of exports mode from this 

country by thosE persons to whom this note opplits 

or to forEign currEncy coming into their possEssion 

in s1m1lo.r ways , 

KEIINEDY 

:?34 
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Secretary of St ::t t E, 

l'hshi ngton . 

1870, October 28, noon. 

GOlAY 

BErlin 

:Js 

D~tcd October 28, 1939 

Rco ' d 2 p.m. 

The Otr~n press r.nnounees ~• ~ great ~ch1cvonent of 

the Oermrn Soviet tr~dt ncgoti•tions ~nd i mproved 

rel - t i ons bet ween thr tPo countries thc conclusion 

or n contr· ct for the • ~ le by th e Sovi ct Government of 

one million tons of ftEd 3r • i no to the Reich . Accordi ng 

to thE pres s thE delivery 11ill t•ke pl~ce during thc n EJCt 

two montha . I t h~a not been ~ossibl< so f nr to obtain 

conf1rm.~t1on or detni h of thE rEported contr•.ct . If 1t 

is true Rus~i~ is ~greeinG to sell to one country, GermAny, 

more feed gr~ins t~~n she cxpo~ted in 1~38 . For the 

f irst eleven ~onths of 1938 Rusc i a cxrorted the fo1loving 

tonn~ge of feed gr~ins (inc1udino rye ~• such) rye 3211000; 

b~rlty 406, 000; o~ts 2 , 800; corn 14, 000. Oer~n stct i sti os 

sh~J no i~ports of f r rd gr~i ns from Ruas i c in 1938. 

Germany ' s aver age i <ports of t h tot reed groins for the 

period 1933- 1938 v1err only 1 1 145, 000, 000 tons but duri ng 

thE l o.st two yEars it has b ttn in cxcua of 2, 000, 000 

metri c tons (1n 1938, 2, 624, 000 tons) . Of Oermsny1s t ot al 

ft<d 

Regraded Unclassified



- 2- # 1870, Octobtr 28, noon, from Btrll n , 336 

fttd grai ns i mports i n 1938 aomt 1, 895, 000 tons n~s 

oorn dtr ivtd mcinl1 (1 , 688, 000 tono) from Amtri co ond 

Argtnt1n:~ , Tht r£porttd tr ~ns ".ction with Russia Vlould 

not fill tht gnp lEft by tht dls~pptaronot of ArgentinE, 

Cnn~d1~n ~nd Amtr1c~n grai n ~s ~ rcoult of the block~dt , 

RtpE~t to Trc~oury , 

KIRK 

CSB 

., 

pr ~ • ' :· 
,., 
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TREASURY DEPARTMENT 337 

INTER OFI'ICE COMMUNICA TION 

DATO 00M"-r ., ltat 

TO 

, ,,,.. • • •• a.4lq 

pc "a sr'v 

l etvl\J tlalll& UIU. 
Off•rtllc -· lrlH lila.. .... 

2 77•• 6 aoe. 
.,,.,. 0,?1 100 100.10 10/--. 

(llq 1, 1M2) 0.10 100 100.1 6/QMo 

1- 0. ?1 100 lOO. l!D liD/--. 
0.10 100 100.16 16/la&U 

0. ?& 100 1/1 lOO.l!D U/1~ 

0.10 100 1/1 100.16 U/1~ 

a zx1. • ••• 
.,,.,. 0. 10 100 100.? t/3Wo 

(q. 1 , 1K.2) o.• 100 100.1 i/aau.. 

1- 0.10 100 100.17 1?/aa.u 

~ 100 100.11 13/1~ -
I JIIVO 1- o.• 100 100.14 1'i.n•u 

(lfo.,, 1, 1Ka) 0.10 100 100,10 10/a:Jau 

o .• ",,. 100.14 11/1~ 

0.10 ",,. 100.10 lt/1~ 

1-1/tfo o.• 100 100.35 35/1~ 

0.10 100 100.31 31/aa.u 

o.• 100 1/8 100. 35 ?:41• ..... 
0.10 100 1/1 100.11 1?/1~ 

o.a& 100 1/4. 100.11 11/ 1 ..... 

0.10 100 1/4. 100. 31 11/la&U 

lUI• p~80 • .u 11q ot ett.rial of tll.o 1u\ UlrM llC h-• NIIP 

trea 11/lao&o '" 16/la.&o • 

. .... , tor -••Ma4lac IJO h- n .. - ......... ,...,. 
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........ u. 
..... tar ........ ... 
'· .. ..., ... 

m "rnn1v 

•••• Daa 
Ottan.c 

'"" 
...... 
rAIL. r ,. 

a ,.. •. • .... ,,.,. O,ft 100 100.10 10/..-
( lq 1, lMa) 0.10 100 100 •• ., ..... 

----1. O,ft 100 1oo.ao · aot..-J 0.10 100 100.1. 11/Qt~,a ----- -
O.ft 100 1/1 100.10 1., ... 
0,10 100 1/ 1 100.1. U/ .... 

2 '"' ..... 
,,.,. 0,10 100 100,7 ,, .... 

(_,., 1, 1M2) 0. 16 100 100.3 a/38Ma -
1~ 0,10 100 100.17 17/ 3»U ) 

0, 16 100 l OO,U U /38Ma , . ,_ 0.16 100 100.16 1.., .... 

(ln. 1 , 11U) 0.10 100 100.10 10/3lla6a 

o.• "7/1 100.16 U /18Ma 
0.10 "7(1 100.10 14/IWa 

1· 1/ .,. 0,16 100 100. 31 31/•-
0.10 100 100.~ a/a ... 

o.• 100 1/ 1 100.31 a/I»U 

0. 10 100 1/ 1 1oo. a 17/ I»U 

0. 16 100 1/ 6 100.31 11/1 ... 

o.IO 100 1/ 4 100.21 11/1-

..... r...s- • tiM .., at altltiPUII at tM lot' ""'" 1110 h-• ,.... 
,_ U/1 ..... 11/1 .... 
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""" .,.,, fOil _ ....,or co ....... 

( k at • - · •u• 0o -· ...... _ .. "'· a • .> ( 

• 1M ~ ,..,. ,..._, Oo h - ia tellaft ...... tlllo - wt ­

oeL - ..._, "'' ....,. • • l&U - - ''-' No, 

._ u • _.._ ot ..._ 'mrt- _.... 0o MMpt ,.._, 

sa \\- ·-'--· .. u .. •• .,. otrUJ.al .... - .. h& tu au 

,.., .. - ....,. '"- • .U.l k .. -u, t aperhl. 1t -• - • .,. 

too· ..t ...WS.t- Uft, ... ' · - ~ lllo.al& ooUol)' klaoal.f 

_..,., a ._. 1'- 11M '"- ar wtU '- ,._..._ ...... - !IF lo 

of - _.,... la .. aooo ot _ .. •• • U.O '-" - """'­

lht, _. la U.O - ot _.. ,..... .... _, ., oo WI at Oo tw ' 

............ 
" .. -· .. ,.t.., ., ... llal- If •• .. .. ,_, .. -

,..... ___ .._ ........ , ~-- .. ~~ '"' 

_ .. ar ia otorl '"'- _... wtU •• '- .-lt- oe4- --IV 
·=·--... ._ ....... wUtl .. • ..............

. Ia .,., 

w all'- .... Oo '- -.. ... ot- .... _,._- .. ..._ .. , 

... _.,a. .................
.... _ ·---· ... ~ 
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OOIFimii!Ulo 

Silh 

m naanut 07 S'l!AD 

YAS!IIliG'tOI, D. C. 

340 
a.p.a, ....._, Ootobw 28, 1939. 

I ban tba ho110r to r-rt that, 1Ja 'boo opW oa of Mr. llom'ice I , ""eebn, 

nco Prooi4oat-!rMArOr of tba ltooohl.Ja ~Nlcl>' LlAoo. lacorporato4, of Chi-. 
tbo ooluUoll of tboo IIOtoZ'-tr-or t prob1• 1Ja Cbiaa h coatrolho4 colltro1 

t.Jidor t ho Mlaiotf7 of Co-icaUollO of &11 hportoat chil unicoo, 1""11l4bc 

tbat of tho J'oo Shiac 'l'ro41DC Corporotloa, 

Mr. Sho&ball, who hao bo&ll 1nnot1ptiq JOOtor-tr&llOport coD41t1oao &D4 

oenicoo 1ll Chill& for t ho purpooo of a4TlolDC tho Miohtey of Co...oicoUoao 

111 ropr4 to poulb1o bpr o•-nto, vao ill B&DCooo f r o:a Ootobor 14th to 18th, 

X. loft hero oil October 18th to tra'f01 1>7 c ar OYor tbo l'""""" Bur• hlcJ>wq 

froa I.ahio to 'flumaAtll . Ia coaiDC to B&DCooa Mr. Sboohall tran1o4 b7 alrpl&llO 

froa ~ to I.uhio, u4 b7 tralll froa I.uhlo to thlo c U:r. 11o vu c­

coapoalo4 oil tba Jourao:r 1>7 Dr. Pra11ch I, Poo , ohio! of tho ooetloll of OQer&l 

.ltfalro 1ll tba M1alotf7 of Co...aicaUou. 

Ill!, lbaebaa'o opialOil 00...,ora1DC tho ooluUoa of Cbiaa'o aotor- trauport 

prob1• Y&l expoooo4 1a tolecr- be ooat oil Soptoabor }Oth &D4 October 5th to 

Mr. I . p, Cbaa, Director of t ho Val ftrt&l 'l'ro41DC Oorporatloa of loY Tori< CU:r, 

&D4 of tho J'oo Wac 'l'ro41DC CorporaUoa of China, aD4 oopho of tho•• telov-
woro 
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were oboft to • · topther with a cop7 ot a hlegaa 1..,t bT the II!Alo tor of 

Co""""lcatlo101 to llr, Cb.a8 011 Septoabor '~~~th, ·-• c-_loo ;v ~ vu of te lt&r&at rectlYed 

fro~ Mr . Chon under dat oo ox October 8th an4 lOth, 

It 1o t~t problll>lo tb,r.t tho !l'roaour7 Dopart,.nt bu tho 111for•Uoa 

contalii04 lA tho telegraM onlwlge4 botwoon 11r, SheohaA an4 Kr . Chen, M4 

betwoe11 the Minlotor o/ Co....Ucationo aDd Mr , Chen. 

queo t1o11a ot Operation of J'oo Sh11111 'l'ruolca, 

'i'bo Hinloter of Co-..!cationo pro,POoo4 to l!r, CheD that the J'oo BhiD4 

'had1!1K Corporatlo11 turn o ... r lh 1 ,000 80tor trucll:a to tho Soutlxweot "'-r­

tatlon Co..,IUIT for ..,..lnlotratloll, rotnlnlJl6 OVIOirohlp, but 1o hlo tolosru to 

!o!r . Chon on tho oamo 4ate ltr. Sheahan 'otrongly Md. urcently' roco=oD4o4 tho 

O?or&tloa ot tho Foo Sh1114 t ru.clto un4or tho Minlotey of Co....UcatioDO, tor 

tho i ..Ucato4 purpooe of 'ollal~~aUns unhe&lth,y competltloo aD4 npe .. !n 4"!>11-

catlon•, tho ld.ootl t:r ot tho truclca to be preoerTed aD4 tho fultlllmAont of 

'Article 9 or t ho Xoport-Import contract' to be lnsure4. In b!o telegram of 

October 5th llr, Sheahan t ol4 l!r, Cho11 that hlo op!alon of tho 'boot oolntloD0 

vp a cer.tral cove.rnunt corporation UDder \ be I"J.nlatry of Coaautleatiou: tbat 

thh voul4 4oflnl tel7 oegrogate chil aDd mllHar; t r anoportatloo; thot no 

attempt would bo llledo to lnclwlo tho Soutbweot !l'ranoportatlon ColllpllD7 (a ooa1-

n111 taey orpnhatloll) at thio Uao, and that 7oo Shine would prooone ovur­

ship of 1 ta trucks ADd han a4eq_u.te reprlltllt&Uon ln the MV corporaUoa, • .. -

our!~~& oo..,uaneo suar&D too'. 

~ 'Artlalo 9' rotorro4 to 1o that ot tho contract between the Un!nro&l 

!l'r..UD4 Corporation and tho 7oo Shlo;t !l'rad1Dol Corporation, which prorldeo that 

tl ... 
__ ._ .. _.ll a ne1 t o! ~~~et 1••• Ul.&D 1,000 ~rlcu 

tho lat ter oh&ll at all ~._. 

DIOtor t ruclto tor uoo •contlii!I.0\1117 ao4 ozcluolnly" Ia tho tr-portatloa or 

IUDol 
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""" oll tor .sport to \he thU te4 I tatoo ....,.er the acz'M..,t bow­

Import :Buk of YuhlQCtoa aD4 the 11J>inroal Tro41oc Corporation. 

roo Shly PU"Ucipatloa Oppooe4, 

~ 4? 

Mr. Chan '• roaeUon to Mr. Shoahan '• roco-IIA&Uoo tor the bcluoion of 

Foo Sbi114 tt'lloka in tho fleet to bo oporato4 by a oontral org&llhation wu ..,... 

fa.-orablo, an4 tho latter wu 1ntone4 b7 ttlogropb on October SQ that •c1o.o.o to 

coutract co IIIli t•nta and repeated aaauranc•• to oil eouuaeu. action at preeeat 

u:t ciiU.Ie .aoat UD4ea1rable llit cpprebeulon•. Mr. Chen etated that he con•ltler.t 

it necooa&l'T to poatpou aeUon W>tll theeo,.,loUon ot Mr. Sbaohan'• iDTeoU­

Uono N>4 roturu to Yuhlngton, &114 ho r~ato4 thlo in a telegraa to Mr. Sheahan 

on October lOt h. In tho later telogr.., ho oa14 that •roquoot to alter contract 

coDd1 tlon r·equlrea ce.retul procedure and liubia.ct.on INat be e,~nre4 abaolute 

cUtatnty of aucces a• . Be e:a4e4. the telegru with tbe etater.entt • we shall 

poroollally prooant your plan to oeouro Yuhlngton opproval' . 

I a hh tolegr..,. Mr, Chon auuro4 Mr, SboahaD tb~t ho opprove4 of the 

latter'• propoeal in principle , that M wu aaxtoue to eee h.h miwdon mccen-

1'1&1, &114 that ho hope4 tho •to:oporar:r nonperUcipaUon• b7 roo Shing wcul4 11ot 

at!oct t ho tor•tion o! a cutral govol'DA&Ilt corpora\1011 with other -.lor 

Mucn Yi tho11.\ J'oo Shly llol4 11&1J.blz, 

Tbaro waa 
110 

turthor tolegrophlc co-..ieaUon botvoeD Mr. Sbaollaa an4 

:Before 

loawiiiC baro ICr, ShoahaD uproooe4 tho boUo! that ooatralhe4 coatrol 

o! chll IIOtor-tr&llOPort oerrlcoo 1n Chloa woul4 not bo pou!blo w!thou~ 

tho pU"t1o1pat1on o! tho reo Sh!ng '!.'ra4lng CorporatioD, u udar ouch 

1 
.. , -•on ruinov.o co~~poU Uon tor 4r1Tero an4 

circum.tano••• o ~• op~ • 

Mcba.Dlc o aa4 tr&llOPor t a4....,taceo wooa14 cootl,.... • &114 other operat111& 
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UAito would oonoequontlf not bo vlllinc to merse thoir intorooto In a 

central corporatiou. 

Mr. Sheahan oald tbat ba bopod to inopoot Chlna'o llorU.oot ro&4 into 

!uooia follovill& hlo inopocUoD or tho 'fnnn•n--J!u.r~~& hl~. an4 tbat at tor 

tbaoo inopoctlono he would proboblJ' rot=n to tbo 'O':Ill ted St~>t••· l!o 

Indicated that Mr • .t.J>drov B. Baool end Mr. c . V. Vu Patter. aloo of tho 

Kooohln height Llnoo, wbo accoopaniod hla to Chloa In"""'"'· •ight 

remnln 1n China, pending developsonta. 

Nr. Shoaban ba4 vi th hl• a file of tl>.e mlnutoo of conforonceo hol4 

vlth tho l'J.nioter of Co_,nieationo snd other Chlnooo or ticialo in 

Cbnnckina: copies ot aum=artee aDd reeoe%eDdat1ona preaente4 by hi• to 

the JI.JDiater of Coc::".lJ!Lieatlona, &Ad • copr o! a report oa. the 'fun..n.:lD-

J!u.rlll& hlghv .... snd OD seneral hlp...- .atnt,olt&IICO end oporotlon in Chino , 

prepared for the pttreonal illforN.Uon of Dr. B. H. Xune-, Pre:mter o! Chioa, 

snd Klniotor of Ftnanco, b;y Mr. D. F. l!,yero, an .lmorlcM aochanlcal 

encl neer who b.aa been N1 ad.rl10r OD the ataff Of tbe Kluhtry of Finance. 

'l'hooo I oaw. ond tba JO-ero roport h be inc ado tho oubJoct of a aopar&t• 

de ~patch. 

Diffloultleo &nd Propoood Solutl ono. 

In aw:mlN'1z1~~g difflcul ttea in conneetion vUb •otor trrnaport 1n 

Chinn Mr. Sheahen lhtod ocarclt;r of oldllod perooMol end properl;r 

trained. auperviaora, rfW14 d.et.er1orat1on of equlp•ent 4ue to the eon41 UoD 

of roa4o and lnexporloncod 4rlrtll4f, obortage of ouootlal p&rta aDd oupplloo , 

ao4 coDtl-od uo• of antlquotod .. tbo4o aDd equJp_,t, l!o tol4 tbe 

Mlnl otrT tbat tbo dnplle&tlon of focllltioo aDd otoc:ko of catorlalo olll1 

wppli•• b:r the Tar1ou• tre.naport a«eneiet of tMi C.Dtrol Oo•~ruaent, tM 

tal b1' 4i"' f or • IIIPloJ••• end oitoo, N14 t ho ad-
nih of 1ntergoYoromon " -

. ' 
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..-~• pi.U<l 'b7 """ONplllolla •e-rclal eaterprlou tbrcQCh tho oalo 

of ttpare parte, were &1.1 aatter·a c&l.1loc tor condde.ratlon. B.la recoc:ea-

4&tlono Included tbe llcona~~>c of clriTOro, - at the •- u .. tbe 

edoptlon of a more OJmP&thatlo atti tude tow&r4 thea: tho orsanlratlon of 

hishWO¥ pollee: contrall&ed purchaoo and dlo t rlbutlon of oupplleo: and 

the oota'bllolllllont of a central obop , at lwoly..,., and ropalr-ttrvlci"C 

ohopo at wltabl o location• whore needed, In reco-ncll114 tho morg1114 of 

all chil geYtriiQnt oper&tiona under tho Ninlot17 of Colllllllnlcatlono, ht 

oaldt 

• It lo patentl,y en dent that co-ordination of Clnl 
Oonrt1.11tnt .&f;encleo lo eaeentlal It 4upllcatlon of effort 
ta to be el talne.tecl acd a =ore econoaical operation 
rooult. '!"be ~or por tion of pretontly operated oqulpoent lo 
ot coq>arathel,y recent origin and thoref or o In need of 
prnentl-re ~nten.ance to aY014 coetl7 r~l&etlllint. Va 
undorotand that appro:dtllltel.T 3010 ot anllablt tqulpMnt 
lo prootntl,y UAdo.r repair; &114 an addl Uonal 3010 •al t1114 
oparo parte; at thlo time It It adAIUod thtt tho S.oclolt,._ 
Kw..,.ol franopcrt .l.dAinlotratlon alone lo onr-otockod w1 th 
parte to tho Ya1ue of over a million (Cbinuol dollaro,• 

'l"be llWiber of truckl in China capabl e or beltlll operated, excluoho 

of mlUUr7 unlh, 1o 13,200, acoordlac to fi&UJ'tl turnlohod him by tbe 

Chlneoo ..,thcrltleo, Mr. Sheohen reported. 

Corrupt Pnctlott .a...oy l>rlnro. 

fbe M<orlcan tr8ll8port upert found that Chlntot truck clrhero h.oTt 

a C>.tlld, which lo apparontl.T bettor orp~~htd than operating -ncloo of tho 

t •hta It u•~lo7od in r .. Oonr...,.nt, and that thlt Ou.ild takeo coro o • ~ 

turn for duet paid, 

clrhero thot oal&rY veo of 
corrupt practlooo wore to widoopreed ... ng 

·~- e ehlt to roalllt •teotol4" tbolr Pr<T aecondar7 ilfl)ortance. u •IJ,/I/;7 ver 

h I od carr·"' ac of cartJ> ond tbrO\Ish illic it ...,., ' ouch at Ullllllt or • ,. 
&114 apart parte . Lou or oaploJOOA' 

paaooacoro' and tbe oalo of paoli no 

·~- be41118t ot tbe ocord t7 of clrlnrt tbq von 
aoaat DOthlac to -•· ao 
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el~ able to ~t ., ... Jobs, liD4 t hq vera 1>0t deterred b7 H~>te~>eoa of 

pow aenita4o. lie urced the oulthatlon of botlor rolatlol>a be tween 

tho Oonr 1111ent &114 t ho drlftra. 

roo Shla& Control of ~ppllea Propoaed, 

Mr. Sheahan'• Tieva In r egal'd to tho Poo Sblng '!TNl.IDC Corporation vera 

proaontod to tho Ml,latry In tho follovlnc termao 

"1'ht Foo SM,g '!Tedlng Corporation, cbarto.rect In lloYe=ber 
1938 &114 dealing with tho llllport &114 export t r ade of Chins, particu­
larly barter t r ade vlth the U~>ltod Stataa, and aff lllated vitb 
tho U111Teraal '!Tadlng Corporatlo11 of law York, appeara to 'ba ..., 
Ideal corpor<>te atrueture to W!Urtako eantu.Uucl aupply, a t?roge 
AA4 cUa trlbu.tlon ot ::Ater1ala and. cuppllea. Ye UDdertlAnd. the Foo 
Shl11g '!Tadlng Corporation hu contracted to ui11tal11 at all 
ttaea 1,000 trueD to be enpee4 lll the principal vork of e.xport1nc 
~ or woocl oil, 'lTBnefer of the oper atlona of tho fleet to the 
Mil>iatl'y of Colll:l:W1l.eat1ona would <>Ot violate OW' Ullderatall<ll~>g 
or the *Cl"••ment. On the eontr&r)'. auch a true fer eppeart 
doalrablo 111 that tho reapo~>alblllt7 of fulfil l ing Ch111a1 1 

obllcat1o111 111 co..,ectlon with barter trade with tho Ulllted Statea 
would 'beco11e the reapons1blllty ot the Na.tlonal Oo•erru:ent , 
through the lollnlatey of Co=lentlona, &114 a fleet of trucko In 
exceea of 1 ,000 would be ava.ll•ble for the purpoee . There 1a the 
1\Lrther tn.ct to conalder in this connection, that roo Shin& 1e not 
yet ln operation on a maJor ee8le and the pre11nt it therefore 
perhspa the beat time to efrect the neceeaary co-ordinntion.• 

l!earie>' 'l'zpeo of Trueka l'~-.orec!.. 

Mr. Sheahan boldo the opll>ion, u exruuod vhUe here, that .. .,. ..C 

the UcJ1to>' .t.r:;orlc"" tr"nclao pW'ehaoed b7 tho Ch1nuo OoYer11110nt ere 110t 

1 tructurAll)' wu.lteble for operAtion under pr1110t tre.Dtport eoDdltloae in 

Cblna. x. r eferred pfl!"tleularly to f ront apr!~, 4eclarlng thet tiler vOl'e 

not • tro~>g enough, ao4 he oald thet he had peraonelll' vHneaaod one fetal 

accident due to thlo 4efeet. lie o tatod t bet t ho Usht<r t rucka wore t JPO• 

ueed tor "pick up" aerYicea i n tbe Uni ted Statal , en4 that they vere not 

·--<~ er tM excalllnt roAd. concUUona exietinc. 
uood there for long halll• eftn ~ 

~rl•#• an4 allXillaey part• would help, be reparted , 
Stro~>gthonll>g of front . , -

f tncko a opp...-od. 
but ho fanr" tho uoo of hearier an4 oturdlor tJPO• o • 
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• 11r. SMUa ..U. , \!Ia' la purchu l JIC llcJ>t fthlcloo tbo Chl .. oo ccul.4oro4 

oal¥ \bo tlD-clol iaftotaez.t , col..UaUoc that tbo looo woul4 bo o..u_. 

111 the ... .,, of trucb bolJIC bo.- or wrocb4 1a accl.4onto. 

B.eopoctt\lll~ 10uro, 

juot1J1 c. lrodT 
jaorlcan Conoul 
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