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PO!l I!lltEI>IAl'E RElEASE 
l:!O~S ~tober 3o, 1939 
10 9 

Uaahingtcn 

Press Service 
uo. 19~20 

Tho Soorot!U"'J of t he Trea sury, on be halt of tho Reconstruction 

Finance CorporAtion, i s today offer ing for aubaor iption, nt par and 

acoruod 1nterost, throu~~ the Fodernl Reaorvo b&nko, ~250,000, 000, or 

1 

thoroa.bouta , of notes of the Reconstruction N.no.nee Corporation, designatod 
• 

1 percent note a or Series s. Tho notes wi 11 be datod i~ovecl>er 10 , 1939 I 

and Tlill boar interest fr= t~.at date at tho rato of 1 percent per 

IUUitO>, pc.yn:.le January 1 Md July 1 on a oocir.n.'l\Ull baoio . They ':lill 

ru~turo on July 1, 1042, Md mll not be subject to call for redemption 

prior to ::~.o.turity . 'L'hoy •. i ll bG iseuod only in bearer tom rdth coupons 

nttnohed , in deno::U.nntio:ls of ~ 1, 000, (i6, 000, :'10, 000 and $ 100, 000. 

Tho noteo will bo fully nnd unoond1 tionnlly guarnntoed both ao to 

intoroot and priuoipnl by tho Unitod Stntoo , They will be exempt both 

as to pr1noipnl Md interest f'r o::t oll t"""tion (oxcept surtaxes, eatate, 

inhoritonoo, nnd &1ft tnxos) now or horoaftor !nposod by the U!Utod statea, 

by ort;J Territory, dependency, or poaaoaaion thoreol', or by arry Steto, 

county, nunicipality, or loc&l taxi"G authority, 

Subacrip';ions rdll be r ooai we! at the roderd Rosorve banks nnd 

brt\nohoa , Md r.t the Trea~ur·, Dopa:rt:rtont, rrt\ah1ngton; thoy will not be . 
roooivod at tho rtoconstruetion Finanoo Corporation. B&ru:ing institutions 

~onoro.lly may oul:r.tit subscriptions for ncoount of oustomor s , but only tho 

Podor nl Rosorve bnnko and the Tronsury Doparbnent aro authorized to o.ot no 

otrio1r.l t\'oncioo . SUbscriptions fro~ bnnka nnd trust coopaniee for thoir 

OTm aooou:rt; ':lill be r eceived ,-;itl.out dopoait but ':lill bo r estricted in oaoh 
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ouo to an count not exceodins one-halt or the o<~:>binod capital and 

aurplua of the subs cribing bank or trust coopany , Subscription• tram 

all others must be accompanied bf p~ont of 10 poroont of tho omcuat 

of notos applied for, 

Tho r i sht 1a reserved to clooo tho books as to nny or a~l aubocrip­

tions or olaaaoa of aubacr iptions at any time without notioeo Subjoot 

to tho reoorvationo sot forth i .n tho official circular, all subscriptions 

will bo roooh'od subject to aUot:lent. h)'l:lont for any notos allotted 

n\let be DAdo or o<l:'lploted on or before lfovcbor 10, 1939., or on. later 

&llotnent . 

Tho text of t ho official cir cular tollowat 

2 
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RECONSTRUCTIOII FD!At;CE CORPCAATIOtl 

1 ~C:t:lT !IOT?'.'l OJ,' SERIJ:'S S, DUE JULY 1 , 1942 

Illlted 8IXi bearing interest from 1/ovmber 10, 1939 

3 

Flrl.!.Y M'D ut:corDITIOt:ALLY GUAP.A!n'CD roTH ~ TO III1'E!l:lST AND P!UI:CIPAL Br Till UNITED 
STATES, 1•1!1Cil GUARA"'i'Y IS <:XPR.ESSED <Y.I THE FACC OF F.ACH NOTE 

r::xcmpt both as to principal and intoroat from all taxation (except surtaxes, estate , 
inheritance, and girt taxes) n<M or herea.rter ilt!posed by tho Unitod States, by aey 
Terri tory, de~ndency, or possession theroof, or by aey State, county, J:l'.l!\icipality, 
or 1ceal truc:L~ authority 

1939 
De~»rtment Circultlr No. 624 

Public iiebt Service 

TREASUlrl DEPART"m:T, 
Office of the Secretary, 
'!insh1llgton , October )l, 193~ . 

1. The Secretary or the Treasury' on behali of the ~econatM.tction Finance 

Cor,aration, invites su'tlscrlptio:>s , at par and accrued interost, from the people 

of the llnited Stateo for notes of the neconstruction Fl.nanco Corporation , desig­

nated 1 parcent notes of Series S. Tho amount of the offorin& 13 $250,000,000, 

or thereabouts. 

1 . Tho notes will be dated Novcnl-.er 10, 1939, and •1111 bear interest from that 

date at t he r ate of 1 percent per annun, !liiY&ble on a se!lliannu4l basis on January 

l and July 1 in each year until the ;>rlncipal aoaunt becOMs p81fable. They will 

1942, L"ld will not be subject to call for redo"1't1on prior to ma-

2. The notes Vlill bo issued under authority of an net of Congress (lmcmn as 

"Reconstruction Fl.nMCO Corporation /.ct") approved January 22, 19)2, as amended 

81Xi sul'\)le:nented, -.hich provides that t he notes shall be llllly and unconditionally 

cu&rMtood b¢..1: as to interest and princil>IU by the united States 81Xi such guaranty 
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ehall be expressed on the face thereof; and that they shall bo exenpt both u tc 

principAl and interest i'rm all taxation (except surtaxes, eetate, inheritance, 

and girt tues) nor1 or hereafter inlpcsed by the United States, by any Terri tory, 

dependency, o;r possession thereof, or by ney state, county, inwu.cipallty, or local 

taxing aut)'lorii;y, These notee shall be larlUl L-lvaatn:onta, and r:.ay be accepted u 

security, for all fiduciary, trust, and public funds the invastnent or deposit of 

which ehall be under tho autho.rity or control of the United States or aey officer 

or officers thereof, 

J , T'e authorizing act further provides that in the event the Reconstruction 

Finance Corooratioo shall be unal>lc tc )l8:Y upon demand, when due, the principal ot 

or interest on notes issued by it , the ec:-etary of tho Treaaury shall )lay the 

&:00\lnt thereof, tthich is authorized to be appropriated, out of any !!!OJ18YS 1n the 

Treaaury 110t otherrlse appropriated, and thereupon tc the extent or tb:> aoaunte eo 

paid the Secretary of the TrcCS\ll"j shall succeed to all tho riebts of tho holdere 

or euch notes, 

4, Soarer notes vrith intercot coupons attached will bo isS\.'Eid in denominations 

of ~.ooo, ()S,OOO, 310, 000 and 11100,000. The notes will not be issued 1n regia-

n I. Slt1lSC.?.!PI'IOl" )liD AI.J,OT: :!:In' 

l , SUbscriptions will be received at the Federal Reserve banl<s and brsncl10e and 

at tbe Treasury De;>artment , V/ashinston . !lan]d.ng i nstitutions generAlly ~ eubclit 

subscriptions for account or customers, but only tbe Foderal Roeerve banl<s and tbe 

Treaaury Dcpartaent arc authorized tc act as official agenciee. Others than banl<­

in& institutions will not be pemitted to enter subscriptions except !or their own 

aeoount. SUbscriptions t'ro::l banl<e a:>d trust ca:panics ror their own account will 

be Nlcei ved -::ithout deposi t but wiJJ be restricted in euh eaao to an amount not 

oxcoedi~ ono- balf of tho eoubinod capital and surplus ot tho subecdbing bani< or 

trust compaey. Subscript.tons !rom n1l others lll!lBt be accompanied by ~t of 10 
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percent of tho a'ftount of notes " !'Plio<! far . The Secretory of the Treasury roaervee 

the rif:ht t o close tho books as to lll\Y or all subscriptions or classes of sub­

scriptions at lll\Y tioo without notice, 

2, The S<!cretary of the Treasury rcacrvcs tho right to reject a:t11f subscrip­

tion, in nholc or in rart. to allot lese than the =t of notes awliod for, 

to mtlka allotmnts in .1\111 upon ap•>lications for slllllller nnounts and to make ro­

dueod ollot-~nts upon, or to reject, a~lications for largor amounts , or to adopt 

&nf or all of said r.oothods or such other mthods of allot..cnt and classification 

or allotmnts "" shall bo deeoed b:' hi.., to bo in the public inte.t•.:st; and his 

action in aey or all of those r e sp.3ets shall be final . Allot:>10nt notices will 

bo sont out prot:~ptl;y upon r.llotmont , and the basis of the allotment •rill bo 

1>Ubliel;v announced , 
rv. PAT-mrr 

l , J>;J:JCent nt par n;ld accr>cd ir1tc.rost, i! =;;, for notoa allotted hereunder 

auat bo made or co:nrlotc<i on or boforo fovonber 10, 1939, or on later allotmnt. 

In avery case whoro poymont is not so cor.~plotod , the payment >ri th application up 

to 10 porccnt of the lllllOUnt of notus applied for shall, upon declaration JMdO by 

the soeretuj· of t ho Tre3SUry 1n his discretion, be forfoitod to the United States , 

V. Gu'ERAL PROVISIO!:S 

1. AS fisea:.. agents of the United Stotes, Federal Reserve bollks arc author-

ized o.nd requcst<>d to recoi vo subscriptions , to make allotments on the basis and 

up to the n.'ftOunts indicated by tho Socrotory of the Treasury to the Federal R<>­

scrvo b3nks of too r ospcct i v.:: distri cts, to issue allotment notices, to rocoive 

!"'.}'nnnt for no~ a nllottod, to l.'lllko de) 1very of notes on .1\111-peid subscriptions 

allotted, ana they r.~cy issue inter im rccoiptG pending dolivory of t .ho definitive 

notos . 

2, The Secretor;· ot the Treasury 'IllY t<t lll\Y tiDe, or frO!'l time to tilno, pro­

scrioo 3u;:>).c;."'ntcl or ...,.,ndatox-; rules end rcl;Ulationa governing tbe ot·.ror·lllg, • ..,..._ 

which will be co::n~nicatcd Jli'O!"??;l;v to the Federal Reserve banks • 
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TREASURY llEPA!l'I'UEllT 

VIas h1ngton 

FOR RELEASE, WR!W«l NEI'ISPAPERS, 
17ednasdny. Navombor l . 1939. 
lO/')l/39. 

Press Service 
lk> . 19-23 

Soerotory of the Treas\ll"y llorgonthau announeod last rtight 

that the subscription books for the CW"l'''nt otter~ of l percent 

notes or Soriea s of the Reconstruction Finance Corporation closed 

at the close of business Tuosda.v, October Jl, 

Subscriptions addressed to a Federal Roaerve bank or branch, 

or to the Trea3\ll'Y Department, and plaeod in the maU before l2 o 'clock 

midnight, Tuesday, October 31, will bo considered as having boon entered 

before tho close or the subscription books . 

Announcement of t he amount or subscriptions and the basis of 

allotmont will probably bo made on Friday, llovembor .) , 

6 
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FOR DU.U::DIJ\Tl': RELf:ASE, 
Fridny. l'"""mber J , 1939. 

waal'.ins;ton 

Pr~ss t ervice 
!lo, 19-25 

Secretnry of the Tre asury l'<>reenthau t o<la,y announced the 

subscri~ion tigurea and the basis of allotoont for t he offering 

of '2501000,000, or thereabouts, of 1 !"'l'C<lnt notoe of S<'ries S 

of the Pocmstruction !'inance C.,-poration . 

r.e,.,rts received troo t he Fe<\eral Re•ervc bM':s show that 

subscri:otions 1\SrTerate l)J , 619 ,000, 000, Sub5cri ptions were allotted 

7-1/?. percent , but not l ess thM ' .1, 000 on 81"\Y one subscription, 

Further details as to subscl'ipti.ons nnd nllntments will l>e 

anno•mced v:hon find reports are r ecei'!tX\ from the Federnl Reserve 

7 
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FOR Itn:D:U.TE RELEASE, 
eonda,y, t/OVOJ:Iber 6 , 19')9, 

Press Service 
No. 19-28 

Secretary or the Treasury llorgenthau today announced t he final 

subscription and allotment figures with respect to the current offering 

or 1 percent notes of Series S of the Reconstruction Finance Corporation , 

Subscr1pt.1ons and allot..,nts '11'8re divided among the several Federal 

Reserve d1atr1cts and the Treasury as follows: 

Federal Reserve 
District 

Boston 
l!ew York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicaeo 
St. Louis 
1&1nneapol1s 
Kansas City 
Dellas 
San Prancisoc 
Treasury 

TOI'AL 

Total Subscrip­
tions r.eceivod 

:) 209, 255 ,000 
1, 814, 510,000 

184' 9'34' 000 
25?, lll , OOO 
ll1;658,000 
86, ?92, 000 

460;900, 000 

Total Subscrip­
tions Allotted 

') 15,9)8, 000 
136,525,000 
14;024,000 
19, 585; 000 

8 ,845,000 
?,802,000 

)5, 220, 000 
5,940, 000 
4,01?, 000 
4,402, 000 
4,811, 000 

18,66),000 
~,000 

~?5, ,000 

8 
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TREASURY DEPARTMENT 

INTER OFJFICE COMMUNICATION CO!IrillDTI.U. 

oAT& Ootober 30, 1939 

TO Seoret~~ntbau 

PilON 

Subjeot: 
Kr. Haa/W'~.· 
The Business Situation, 
Week ending Ootober 28, 1939 · 

St••••n 

(1) Our baaio bueineee ind1oea, now available tor 8epteaber, 
ehow that a atrong turther improveaent in the underlyi.ng budneae 
trend ooourred during that aonth and that no aaladJuataenta baTe 
ae yet appeared. 

(a) The new order• index in Septeaber rose to a lenl 
exceeded by only one aonth in the 1936-37 buaineaa upturn. 

(b) Our eatiaated index ot baaio deaand 1n Septeaber 
exceeded the peak reaohed in »oveaber and Deoeaber ot 1936. 

(o) The ooapoeite index ot aalea, however, repreaenting 
the 1 otttalte 1 ot aanutaotured goode, tailed to iaprove be­
oauae ot a deoline in autoaobile aalea incidental to t he 
early changeover. 

(d) Eetiaated inventor1ea inoreaaed aligbtly troa their 
prev1oua low level, but any exoeaaive aoouaulation ia, ae 
yet, repreeented only by orders on aanutaoturera' booka . 

(2) Soae deoline in the general level ot ooaaod1ty prloea 
seem• likely·, ainoe euppliea are inoreaeing 1n response to reoent 
b1gb prioee, and the world deaand tor aany produota baa been our­
tailed by the war. 

(3) Further 1aoreaaea in industrial produot1on attar thia 
aonth will be aore gradual, aa the output 1n varioue ,induatriea 
approaohee the praotioal 11a1t ot oapaoity. by aetbaok in pl'O­
duot ion during the tirat halt ot 19~ will be ainiaized, it the 
war oontinuea, by the etteota ot inoreaeed capital expend1tur .. 
tor industrial expanaion and inoreaaed export bua1neaa. 

(4) lational 1nooae (reYiaed aeriea) roae turtber in Septaaber 
to an &QAual rata ot 170.9 billiona, wito tara 1nooae aubatantially 
1aproved. !be riae 1n national inooae baa been a taotor in an in­
oreaaing Yoluae ot retail aalea . 
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Basic buainets trend itproTet 

A etrong iaproTement occurred during Septeaber in the baaio 
t rend ot bueineee activity, according to our compilation ot 
indices measuring important basic tactore. (See Ch&rt 1) 

Our esti mated index ot baeic demand in Bepteaber (upper 
secti on ot chort) reached a higher level than the peak eetabliehed 
1n November and December 1936, following a high August tigure 
flh1ch has been reTised upward on the bas18 ot additional data tor 
that aonth. The estiaated baeic deaand continues to exceed the 
level ot industrial p r oduction. ~s r epreeente a aaterial 
1aprovement oTer t he situation when the 1936 top wae r eached, 
s i nce at that tiae production was in excees ot deaand and i nTent­
oriee were being accumulated. 

Greateet ga1ne i n the i ndividual coaponents ot the baaio 
demand index were ehown by eteel, autoaobilee, b1tua1noue and 
anthracite coal , luaber, and crude petroleum. 

The composite index ot new ordere in September (lower 
aection ot chart) roae sharply to a level exceeded 1n recent 
years only by that in March 1937. Added t o a aoderately 
favorable voluae ot new order s in ea.rlier months, this hae 
given aanu t acturere a backlog ot untilled ordera outticient, in 
itaelt, to continue output at a high rate tor aany weeke. 

The ealea i ndex, on the other hand, wbich represent• the 
•otttake• ot manufactured goods into coneuaption, exporte, etc., 
levelled out during September. Tbia wae due to a considerable 
decline in autoaobile ealea in Septeaber, owing to a lack ot new 
care prev1oua t o the i ntroduction ot new aodel e . The index aay 
be expected to riee 1n October . 

Inventoriee et111 l ow 

No evidence ot exceeeive inventory accuaulat1on has yet 
taken det1n1te t ora. Potential 1nventoriee, eo tar, are largely 
in the tora ot untilled order• on the booke ot aanutacturere, 
and the large voluae ot buying during Bephaber and Ootober hae 
done little aore , ae yet, than to traneter ownerehip ot goode 
troa one group to another. 

Regraded Unclassified



11 
Beoretarr Korgentbau - 3 

Our eet~te of inTentoriea, deriTed from a oomparieon of 
the Toluae of induatrial production with an eatiaat ed TOluae 
ot oonauaption, ( aee Oh•ft 2) inoreaaed Ter7 al1ght l 7 during 
Bepteaber, but reaaina a a relatiTel7 low leTel. In T1ew of 
the larger Toluae of 1nTentoriea noraall1 required when buaineaa 
expanda and oonauapt1on inoreaeee, the eatiaated leTel of 1n­
•entor1ea in Bepteaber wae lower, rel at iTe to the oonauaption 
rate , than i n an1 aonth of recent 7eara . (Bee lower eeotion of 
ohart ) Th1e eituation will be changed, of oourae , aa new order• 
on manufacturer•' booke are aade up into finiehed goode . 

More gradual rhe exoeote4 

With current output i n Tarioue induatriee approachi ng oa­
paoit7 leYela, t he rise in indust rial production hereafter ie 
likel7 to beooae aore gradual. The i'RB index, which reached 110 
in Bepteaber , i e expected 1n October and No.ember to approach 
oloeer to the 1936-37 high of 121. In eoae 1n4uatriea, howeTer, 
the output 1n Bepteaber had alread7 approx1.aated the 1936-37 and 
the 1929 peake, and oapacit1 lia1tat1ona will eoon operate to 
reatra1n anr rapid further expaneion untU new oapao1t1 ia built 
up. 

In Chart J we compare t he i'RB production i ndicee tor the 
maJor induetriee in September with the peak• reached b7 thoae 
induetriee in t he 1928-29 and the 1936-37 periods. It will be 
noted that the food produote and petroleum refining groupe haTe 
alreadr exceeded their 1936-37 h1ghe, and t hat tour groupe han 
exceeded their 1928-29 h1gha. 

We eatiaate that if all induatriee had eetabliehed their 
1936-37 output peaka in the eaae month, in terae of the FRB 
adJuated ind1cee, a aaxiaua FRB i ndex or 132 would haTe been 
recorded. Th11 ooaparee with the aotual figure of 121 reached 
i n Deoeaber 19)6, and with a peak or 125 in June 1929· 

National i ncome inoreaeing 

National income (eee Chart 4) i noreaeed llightlr in September 
to an annual rate of t10.9 bUlione, acoording to a new eeriee of 
Departaant of oo ... roa eetiaatee, which raieea the figures t or 
recent reare to eoaewhat higher leTela than the earlier eetiaat•• · 
The equ1Talent purohal1ng power or the nati onal 1nooae, ae ahown 
on the chart, turned down lli .ghtl7 1n Septeaber owing t o 1ncreaee4 
lh1ng ooeta. 
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Oaeh tara inooiH (lower eeotion ot ohart) roae eharpl;r in 
September, retlaoting the eubstantial upturn in tara prices. 
Benefit pa;rmenta to termers under the AAA prograa exceeded 
thoee ot an:r September since 1934. 

The inoreaae in payrolls and other income in recent monthe 
hse been reflected 1n a rioing trend ot department store salee. 
(See Oh!rt 5) Variet;r store sales have not improved, however, 
and rural retail sales have declined in epite ot increased tara 
inoomu . (All three indexee are eeaeonally adJueted. ) There 
is ueually a noticeable lag between ohangee in incomee and 
ohangee in retail sales. The widespread drought, moreover, m&J 
have been a tactor in causing reduced termer purchaeea. 

The price eituation 

A downward movement 1n general ooamodi t:r prices, rather 
than a further rise , aeeme probable t or a time, until such in­
tluenoae aa rieing oosta, increased demand, monetar:r taotora , 
and possible euppl;r reductions due to drought, take a more 
active part in the price situation . 

12 

Certain taotora in the general pri ce situation, and in the 
aituationa tor individual oommoditiee, have become more bearish: 

(l) The war, on the whole, has probabl;r caused a reduced 
world demand tor moat goods and aateriale, excluding those 
entering actively into warfare. Food rationing, and varioua 
war regulations restricting consumpti on; prohi bition or dis­
couragement or non-neoessity buying, which has seriously atteoted 
the demand tor euoh products ae automobilee; reetriotione on 18-
porte through exchange control and i mport lioenee arrangeiHnte; 
the blockade or Geraan:r, which has out ott an lllportant demand 
erea tor certain world produote ; all these operate toward re­
ducing the world deaand tor oo .. oditiee generall:r, eepeoiall;r 
toode and such manufactured products as are not necesaar:r tor 
warfare and defense . 

(2) Inoreaelng eupplies ot varioue produote are overcoa1ng 
the temporar:r ehortages which were partly responsible tor the 
rapid price advance in September. Oopper production 1n this 
oountr:r ia being increased rapidl:r, while Great Britain ie 
expanding the Ellpire production ot th1e aetal. A heav,' moveaent 
ot hoge to market , reaching reoorct-breaking proportione in eoM 

• 
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areee, has caused bog prioee to loee practically all of their 
September adYance and has been a depressing factor in the lard 
and cottonseed oil aarkets. Increased suppliee ot ~ar haYe 
carried prices back to t heir August lowe. Exporte ot tin during 
the third quarter, trom countries participating in the 
restriction plan, were nearly double tboee or the aecond quarter. 

(J) Prices ot colllllod1t1es in general, as measured by the 
BLS all-commodities index1 rose too high in September in relation 
to raw material pr1cee. \See Chart 6) This auggeeta that a 
decline in the general index is pr obable, until euch time ae raw 
material prices again turn upward. 

A renewed rise in etock prices would proYide eome incentive 
tor a turther rise in speculative coamod1ty prices. It appeara , 
howeYer, that the continued t oreign selling ot ~erican aecuritiee 
ia beginning to di scourage stock aarket speculati on. The presa 
l ast week took notice ot this t actor, i n reporting that 'The 
selling ot A8er1can atocke by British holders in this market 
through a central control operated in London ie now belieYed b7 
Wall Street to be a definite factor in the current market •..•• 
Early in the war ind1Yidua1 holder s tranemttted their orders. 
These are now combined through a central control. The declared 
obJect i s to creat e American dollar balances tor purchase ot war 
supplies and machinee attar neutrality act repeal.• 

Fa?orfblt factor& tor next spring 

The capacity liattations now becoming apparent in Yarious 
i ndus tries will lead sooner or later to a considerable Yolume 
ot cepHal goode expansion, ..tlieh ie l1kel7 to become a factor 
i n buSiness activity about the time that industrial production 
would otherwise tend to elacken. This may provide atrong 
support against aD7 i mportant businese setback during the tiret 
halt or 19~0. 

Ae a second supporting f actor, a Yolume or potential 
export orders tor steel, machine toola , and Yar1oue other 
producte, is awaiting only a elackening in domestic buying, 
since manutaeturera recently have been obliged to turn down 
these orders in order t o supply t heir domestic cuatomera. 
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or the 200,000 tone or aea1-t1n1ahed ateel aougbt 1n th1a 
country by Great Br1ta1n, tor exaaple, 1t 1e reported 1n the 
eteel trade that only 25,000 tone have been sold, apparently 
beoauee the etael oompan1ea are d1a1nol 1ned to sell tor export 
when a huge volume or domest1o bua1neea 1a conveniently at hand. 
However, Great Br1ta1n has bought oona1derable quant1t1ea or 
p1g iron trom the United Btatea, at leaat 100,000 tone having 
been purohaeed e1noe the outbreak or the war, according to 
trade reports. Considerable demand tor ateel plat e producta 
1& report ed trom South Amer1oa, but the preeeure or domestic 
order e hae prevented t he aooeptanoe or all except a tew small 
lots. 

A survey or varioue 1nduatriea by the National Industrial 
Conterenoe Boa.rd, publiahed October 20, •nt1ona t hat in the 
chemi cal i ndustry 1preeaure tor tore1gn abipaents baa continued 
unabated, and it baa been neceaeary to turn down flatly a grea~ 
many f oreign inquiries 1n order to guarantee t he quant i tiea 
needed by regular domea~io cuatomere and regul ar foreign 
customers. 1 

Export ordera depend on war continuing 

The potential eupport ot export orders, ot course, is 
largel y contingent upon the prospeot or a prolonged war. A 
definite movement toward peace would atteot both the export 
demand and the domest ic ordere now on manutaoturere' booke. 
The Oonterenoe Board survey quotee a eteel company aa saying: 
1A audden change tor peace in t he European aituation would mean 
cancellation or r equesta tor deferment ot 6o to 75 per oent ot 
the ordera now on our booke. 1 A rubber ooapany e1a1larly aaya: 
•unquea~ionablJ the eatabl1ehment or peace in Europe would 
oauae an '--ediate cancellation ot a t leaat 50 per cent or 
order a on hand. 1 On the other hand, an eleotr1oal IU.IIutaotlll'­
ing ooe~pany reports that none ot i t a large backlog ot orders 
1a aubjeot to cancellation it the f oreign si tuation should 
ohange . 

The volume ot goode and ll&~er1ala ourrentl7 being con­
tracted tor by buying agents or the belligerent oountriee 1a 
probably larger than has appeared in trade newa, sinoe 1t 1e 
obv1oualy to the 1ntereat or auoh buyere to conceal the volume 
ot buying 1n order to prevent undue pr1oe r1aea. The French 
Ambaaaador thie weak disclosed that Frenoe 1a purohaaing in 
this country oonaiderable atooke ot blanket&, ahoea, and other 
goode tor the French ar117. 
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Current bul1nesa nu•• 

The New York T1aes index tor the week ended October 21 
rose .6 point to 103.8, a new h1gb ainoe t he week ended 
Septe~ber 25, 1937· Substantial downturne in the indices ot 
automobile production and eleotrio power production were more 
than otteet by rather large rise• 1n the i ndices tor steel, 
lumber, and m1aoellaneous oarloadinge, and by smaller upturns 
in the cotton and 1all other oarloadinga• aeries. 

Carload1rgs during the week ended Oct ober 21 continued 
upward to a n a-year higb of 1161,1911 oara. Th1a 11 the onlr 
year ae t a r back ae 1930, at l east, that the seasonal fall 
rise hae continued past the middle or October . At this level 
ot load1nge eOGle actual shortagea or oara are bei ng reported 
from certain areae . 

Our weekly new ordere index tor t he third week of October 
wae approx1aately unchanged from the p revious week at 161.7. 
Th1s comparee with a recent peak or 172 ·7· Steel orders loet 
their gai n ot the previous week, text i l e orders were somewhat 
higher and other orders were about unchanged. 

Private heayY oonetruotion awarde cont inue to increase , 
apparently refle cting an expansion in industrial and commercial 
oapaoity. For the week ended October 26 th1s olass or awards 
was nearly double those ot the previoua week, and 156 per oent 
above those ot the corresponding week last year. Other awards, 
including Federal, State and munici pal , and public awards, 
were lower both 1n comparison with the previous week and with 
last year. 
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October 21, 1939 

Dear Ur . Secretory• 

Although you may have reoe1Yed o~o d1root reports 
tram China regarding the Highway Transport ation Uiaaion beaded 
by Mr. Sheahan, I am te.kiDS tho liberty or turniohing you hero­
with a abort summary or tho reports wbicb I bavo personally re­
ceived resarding tho progress of their worlc and roc..,..endat i ons. 

At Chungking they called on Aabaeoodor 1ohDoon and 
were also received by ur. CboDS !tia-Ngau, lliniater or Ca:oouni­
cationo, Dr . H. H. lWDg and Ooueraliaa!J::o ChJ.ans Ita! Shek, wbo 
all expressed their deep apprectat!on or :rour interest ill tho 
work or tbia 111soian. 

To tacilitata their work and 1nveotigationa a very 
comprohona ivo memorandum on Chinese bigbwars bad boon prepared 
to turnish tho proper background tor Ur. Sheahan and his two 
osoio tanta, Ur. Bassi end Ur. Van Patter . Altogether seven 
contorenceo wore bold end throe Memorandums wore submitted by 
the Mission. The ttrst tour conteronoee wore dovoted to a 
thoroush and frank discussion dealing with tho preoont organ­
ization or tho Bureau of Highways; management or drivers and 
elimi nation or undesirable practices; and problema or maillto­
nanoo and oparo parts. At tho oubaoquont conroroncos tbo 
dioouooiono wore continod to a detailed otudy or memorandums 
and rooCOIIIlandat!ons on the basic probl ... ao oubmitted by tho 
lliosion. 

llinister Chang ltai-!lgau psrscnal1y psrtioipatod ill 
all tbe •••en conterances. '!here baa been ••ry tine coopera­
tion on both sides en<! a great dosl or progres o baa boon 1110.de 
In a general underatanding or tbo problaa attending bigtnray 
tranaportation. llili!S\er Chang and his aesiUanta were most 
trank in tho presentation of their major problou and eager 
to seek ways and means for tundacontal improvements, while 
Mr . Sheahan and hie associates were earnest 1D their desire 
to aooiat. 

Tho most Important memorandwo sub:n! ttod was on the 
subjsot or th.o reoO!lllllandetions oonoern1ng the coordination or 
all major oivil transport organizations into one oantral 
tranoport oorporat!on under tho ll1n1atry ot COIIISunioations. 

·. 
< 
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Ron. Henry Uorgenthau, 1r. - 2- Oct. 21 , 

1 b6li ... that the basi~ pri nciples tor the ror.atiao or a 
central transport corporat! on are sound ea it &i.Ja.s at 
central i zat ion or highway transport manag .. ent and trattic 
control, elinination or waatetul duplication or repair and 
oervloe tao111tles , creation or a central s tore system for 
opere parte nnd erticient '""'"8Gillent lllld control or mechonics 
a,nd drivers. 

Alao 1 note a t ow high lighte or their obeervations , 
which I trust will be or interes t to you : (1) ~. Sheahan 
writ es me thut he does not believe tho oarso s ituation et 
Relphong ia aa bad as we have bean led to believe; (2) The 
YiemiOD f1D4a that t he perfo~-ance in tho paat,aa well as 
atot lstlca or repairs , shows t hat l i ght trucks do not suit 
tho requir.,.ents ot present Chlnese higlnr,.ya; ( 3) 1t baa 
boon eati:atad t hat approxL-Ately JO per cant ot available 
trucks are under repair a.nd an additional )0 per cent are 
waiting tor eaaantial parts , whlle the balance or 40 per cant 
are In operation. Plans are now complotad to pool all t he 
esoontiel parta available ln the interior and to epeed up the 
reclamation or the trucks out of serv ice; (4) Jolr , Sheahan 
stotoo that they ·~era agroeably surprised by the prOGress 
modo in tbe I<WIIlling-Chungklng Highway; o.nd that although tho 
highway leevaa muoh to be desired, they ere sure operat i ons 
oan be improved . 

Ir you have not already received o sot or these 
me:norandum.s , I s hall be most happy to s ublllit the eame to you. 
I again wish to thank you for your e1noero interes t In the 
problema ·.thich confront us and to aoaura you t hat your etrorts 
are deeply appreciated . 

Wi th kindest personal regards , 

Yours si.Doer~ 

~4_~~~~ 0:.'-.__. 

Tho Honorable Henry llorgonthau, 1r. 
Seo~etary or Treasury 
Washington , D. C, 

!) 
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UNITED STATES TREASURY DEPARTMENT 

AMERICAN CONSULATE GENERAl.. 

HONG KONG :;o 

October ll, 19~9 

Dear llr. S.cratary: 

I haYe the honor to acknowle4go receipt ot your letter 
ot 1uly 26, 19~9, relatiYe to tho selection or a comaiooion ot 
thr .. .&Mr1can tranoportat1on e~rto t or oorYico in China in 
connection with tho Ministry ot 0.-.unioatio ... 

'nlo ooaiooion, baa4od by llau.r1oo I. Sheahan , arr1Yod 
1n Holl&l<On& on tho t.....,.·P&citic oUpper on S.ptoabor 3, 1939, 
ten 4&1• oYerdue on account ot tJ'phoon ... 'ther. They wre •t a'\ 
tho lan4lnc b7 ~rancio Pan, ropreoentill& Ch&Dc 11&· ... ~. Miniater 
ot eo..unicationo, llD4 aaD7 local rapreoontatiYeo ot Aaor1csn 
.ator car aaautecturero Who app&rent lr bad Y1oiono ot ~oa41D& 
on tho c.-iooion tho -roue tncl<o now otorod in HoiiCl<onc and 
Kowloon. 

Upon receipt ot your letter, llD4 prior to tho arr1Y&l 
or tho c....tooion, I oalle<l ~pon Hie J:xoellenoy '1'. V. Soonc, 
dieo~ooed with hta the objoctiYeo or tho tranoportation a1oeion 
to China, llD4 aoked tor hie cooperation. I wee oonoornod u to 
tho poooible attitude toward the commieion ot '1', L. Soon&, brother 
ot '1'. V, an4 hood ot tho So~thweat ~portation Coap&AJ, Wbooe 
&O<>dwill &lid cooperation I cona1der h1f!hl1 illportant . llr. '1', v. 
aoaurod ae ho woul<l tal<e care or '1' .L. 

On the n1pt or llr. Sheahan'• arr1ftl 111 HoJI&kOng, I 
acc .. paniod h1a to llr. '1'. V. Soong' o hoae tor a prelta1D&r7 -•tlnc. 
llotbing .,oh wu d1owoood at t hio aeetlnc ao tho hour -.. loto, 
but an appoi.Ataent wu ... 4• tor llr. Sheahan to call at llr. Soo~~&'• 
office tho aext aol'D1ll&. I =4eretan4 that at thh aorn111e -till& 
tontatin arruc-nte ..... ud• tor llr. '1'. v. and llr. Sheahan to 
-•t llr. 'I'. L. Soong at l!anoi an ro~t• to Cbwlck1.D&• 

A 41aoordant not• , bo .. Ter, waa a'truok b7 lrano1a ~. 
'l'hio yo~ un appareatlr annoyed llr. Sheahan coaoUerably by 
hie ott1o1ou.a unnor and abeurd qu.aot1oninc. ~.II& other thingo 
ha told llr. Sheahan that tho 111n1otor ot Commlniootiono would 
raq~ire hia to ull:o an inopootion ot tho northwoot hi&hwar troa 
Lanchow to tho 'l'url<eotan border ~lately ~pon hio arr1Y&l I.A 
Cb~ing. '1'h1o io tbo rwte onr which wppl1eo to an4 troa 
lluoo1o. are tranoportod llD4 hao nothlnc What nor to do w1 th tho 
_.._, ot .&Mrioan soodl. 
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I reooc:niucl 1.n ~hie a DOt totall7 W>npec~ocl ach- to 
aldetrack the Aloerlctlll ca.otaaioll allcl I l.aaeocliahlJ' appealed to 
llr, '1'. V, Sooag who la\16hocl allcl oalcl, "The:r will ha.,. a hard ~S... 
aldetracldag Shaahall, " Bowenr, llr. Sooag oalcl he WO\Ilcl - a 
per1onel intereat i n the ca.aiee1ou.•• welfare and. would do acae 
plain talkiag ~o Oh&Dg Xia-agau if i~ became llaceooary. 

I n lilY opl.nion Sheo.llan 1a a ~wo-ftltecl 1Dcliv1cl.ual w!lo 
kaowo where he io g0lll8 aDcl how to get t here , I agree with llr, 
'1', v. that he will be hard to alde~raolc. Howo ... r, ~ gan him all 
the information I oculcl. ao well ao aoma acl.vice. 

In a reoaa~ letter froa Chuagkiag a trieacl expreaoecl 
hi.Juoelt ill the tolloWiag -.n.aer: 

"'le .. ra, Sheo.lltlll 1: Co. han beell doill8 a awoll job aDcl 
I beUen ora gOing to get ooae r .. ulta. Sheahan 
c>artal.nl:r hao DO .ooo Oil h1a aDcl baa gottaA .. oh further 
iato t hio aituation thtlll I aver t hought an:r newccaer 
c>oulcl achieve 1.n ouch a ohort tS..., He hao tlla Cbl.neaa 
over a barrel aDcl bot h ~he:r aDcl he kDOW it, I believe 
he to gOing to got eoae ac>tloll out of th•• I have 
oeen hUI frequelltlJ aDcl oa doiag enr:rthiag I can to 
help him. • 

I arranged with llr. Sheo.llan to lceap in touch with • froa 
ttlle to t W and to telegraph .. , 111 a IPMlal. oode , 1D oaee of nee4. 
Today I received lilY firat letter troa hia w!lich I anclooe tor :rour 
1ntoraation, wi~h a oop:r for llr. Lochhead. 

llr, '1'. V, Sooag oe.a quite i n tereat ed in Sheahan aDcl hie 
at .. ion to China, aDcl I oa sure will prove ver:r helpful t o h1a. 
I ab.all nap JOU advtaecl •• to hie progreaa. 

W1 th k1Dcl personal regarclo, I • 

'l'he Honorabl e 
Henr:r llorganthau, lr., 
Seorotar:r ot the Traaour:r, 
Waah1ngton, D. 0 , 

Heapeottull:r :roura, 
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Dear Mr. Nicholson: 

llo . 6 !lew V Ule, 
Chungking Chine , 
Oc~ober ~~b,l939 

-
32 

Thank you ror yours or September 21st, received 
last evening and with wh ich you enclosed date in connection 
with the shipment or wood oil to tho United ~tates vi a the 
k'oo Shing 'Crading t.;orpora U on. 

1le have been over the more important highways 
in the Southwest , have visited tba maJor ehops and concentration 
points , discussed with Provincial and National Officials and 
studied the existing tr~portation problems , with the result 
that we have made certain very definite recommendations which 1 
will a ttempt to explein briefly; 

1- t.;onsolidation or the maJor Civil Coverncent Transpor tation 
agencies into a new Central Covernment Corpora tion within 
the ~inistry or Communications. 

2- Inclusion or the operation or one thousand .lmerican truck a 
in recommendation No . 1, These trucks are now owned by the 
l'oo Shing 'l'rading Corp., 

3- Definite segregation or the ~ilitary transport from the Civil. 
4- Improve the morale or the operating personnel through 

bettering working conditions end elimination of red tape in 
licensing and regulation or Drivers , ~echanics and equlp•ent, 

5- A definite program of reclamation or trucks end busses and 
curtailment or new purchases . 

6- Conaolidated shops with usuable and necessary stocks of materi 
and supplies, eliminating present waste that to some ex tent 
baa been brought about through lack of common understanling 
aa to terQlnology . ibe l a ck or ~!lineae characters to describe 
&uto parts has proven expensive and confusing. Over ~1,000 ,000 . 
Chinese National ia tied up in non-moving parts . 

7- Adoption or 24 hour day tor truckidg. 
8- Rela y or drivers over shortened dis tances . 
9- Detini te program to curtail the present high mortal1 ty m te or 

equipment through accidents. 

Treating w1tb the above seria tWil; The consolidation 
into one Cor pora tion ia felt to be essential in order that present 
wnatetul practices may be mora quickly and uniformily eliminated. 
Government agencies are bid~ng egai na t one another for competent 
personnel. They duplicate facilities and stocks or spare parte. It 
ia my thought tha t the new Corpora tion should be under the Mi nis t ry 
ot Commun• cationa where the best personnel trained in t ransportation 
are available. The Corporation should be a Non-Profi t one. Rate1 
muat be ta riffed and t iled and made uniform tor all , including the 
Commercial ha ulers . The various Governmental Depar\ments to oontri bu 
to the defi cit in ratio to the tonnage or passengers handled tor 
account or each separate branch . In tbia way fluctuations in exchange 
• ould be absorbed by the Covernmen t itself aod should not affect tbe 
c~ercial users or the Covernment or Co~ercial facilities ot 
t . • ,. ~-
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'!'he Yoo Sh1ng opera Uons are ba rely started des pite tba 
pr evalent opinion tha t they are in full operation. They have abou t 
76 trucks on the road, 354 tied up on the Burma route due to a wash 
- ed out bridge a nd landslides . l'lle 'bala nce a.re in Haiphong. J.bout 
40 borrowed by the Pr encb-lndo-Cb1na 4u thor! ties and the balance 
awaiting complet , on or cabs by an 1ndpendent contractor. Tba toola 
and equipment for Poo Sb1ng ore in the Haiphong blockade, and t he 
French ria1lway bas been ou t or operation t o r the pas t two weeks on 
account or a combination or landslides and t rat n wrecks . From tba 
for egoing you will obs erve seve ral reasons wood oil is not movi ng 
i n the anticipa t ed qua n tities. The Foo Shins people have r ecr uited 
their personnel from other Oovernmen t ul age ncies in the main and 

·-

a s a result have incurred some enemity on the part or hi ghway orrto 
-8 resulting i n strict compliance with exis ting laws and regulations 
bo th .i'rovlncial and Na t ional. True sito1lar differ ences will exis t 
under any plan of operation but I um convinced the se d1 r t icul t1ea 
eon best be a lleviated tbroue:h normal channels by t he J.:1n1atry or 
Communications . 

The balance of the 1tema enumerated above are wore o r less 
self explonstory. The principal pur pose or my writ1n~ to you abou t 
our rec~endotions Is certain d1t t 1culties we have run in to in 
connection with securi ng the co-operation or Foo Sbi ng. I contemplate 
Poo Sh1ng retaining ownership or tne 1000 ~erican trucks as wel l as 
representation on the new Corporation, never the less Lr. K. P. Chan 
or Universal Trading Cor pn ., New York is reticent to release the 
trucks to the ~1n1s try o t Communtta t1ona rearing that berm may come 
to hie present negotiations with our Oovernment looking towards 
oddi tonal credits on '.'lood 011. On the contrary 1 t seams to tr.e tbe t 
American confidence ca.n bes t be bad through ao t1 on and the proposals 
ere pointed t o t hat end. The new Corpora tion would guarantee t he 
equivalen t capac i ty in Amer ican trucks to the 1000 commitment or 
too Shlng os outline& in Article 9 or the agreemaAt of Foo8bSng 
through Universal t o t he Expor t Import bonk. Wi th the Oover nmen t 
back or the Cor por a tion a.nd a proper selec t ion or personnel under 
our direction t he r es ponsibility Ia definitely alloca ted. The maint­
enance o r the highways etc ., in t he Linistry could no longer be the 
exouae . 

The recommendations we have made ha v e been accept ed tor 
the moat par t by a ll concer ned including ~r . H. H.Kung and ~. Chang 
Kia Onau , i n t act by all concerned in the administaa tion . £c t1on 
awaits on ly a f avorable repl y t rom Ur . Chen in New York and I believe 
tbia could be bad i t our Treasury Department concurs. I have toda y 
cabl ed ~r . Chen a s per copy enclosed . I t you s ee t i t to condense tb i s 
r a ther t iring vers ion and pass the i nformation along to Wash i ngton, 
I would appreciate i t or, if you have any d1f t er1ng views would 
appreciate bear ing rrom you. ~eonwh1le 1 i ntend t o leave her e next 
Tueaday Oct. l Oth, tor Rangoon bu t wi ll retur n in about t wo weeks . 
Meanwhi l e with the ki ndest per sonal regurds to yo ursel f and ~r. 
Campbell , 1 r emain, 

Sincerely, 

/~8~ 
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.m.! 
1!J'CllUi UNI'l'RI.CORP ND/YORK 

Chuagl<l ng , ChlD& 
Tolesron, Oot. 5th, 1939 

3:30 p.a • 

HAVE CARlil'ULLY RECONSIDJ:JU:.D AND .lofi BEb"T OPINION 'l\11\T CF.NTRAI. 

OOVI.Rl~ OORPORI.TION UNDER I.Ul'<l:,'T£11 COUIIJNICATIOUS INCWDUIG 

POSTAL AIID MAJOR CIVIL OOVI.Rlli!ENT OPJ:l!ATIONI> \oiTil OVUI TWO 

'l'IIOUSAh'D TRUCKS I!XCUJSIV}. l'OOSII.ING AliD sr.TRIJISCO BEST SOll1l'IOII 

J'OOSHTOOS PAll'l'ICIPATIOll ASSURl.S OVER 'lllREE 'l'IIOOSAKD 1'RUClS AliD 

lOIII CORPORATIONS GUA!Wll'!Jl OJ' t;~UIVALENT CAPACITY Oil!: 'l'IIOU!W.'D 

TRUCKS Sl!OUID ASS1JIU: ACTION AND AKIRICAII COIII'IDENCE 'tillS 

DEFINITELY SIDRIDATlS CIVIL AND IIILITARY TIWISPORTATICN AliD 

NO A'J"l'EEIPT INVOLVE SIITRANSCO AT THIS TillE I'OOSHINC PRES!.RVES 

ASSIIRIND C<IIPLIA!ICE OI1AliANl'liE 1<1 TVJN"'I'IllG I"J..S'I'U'IJL WPLICATIOll 

J'ACILI'l'IES ASSIJRl:S ECOIIOIIICI.L OPD!A1'ION ENTIRE IIA'ITU! ABEYANCE 

PENDING YOUR ADVICF.S SHEAIWI 
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Depert::ent 

-
&• OI"Y 

I 11a ... tho llnaor t o ..,mowledp reoolpt ot yov latter 
ot lilly a&, lVll9 , raleu ... t o tho oeleoUoll ot • aOClllhalOA ot 
tb ... .-rlou ,,....penauoa oxpano t or ael"floa la Cbl"" I.A 
aoDAaot 1on wltll the Kllllotry ot Oao.uDloatlo..e. 

Tho .-tuloa, lleadecl by Kevloe I . llheohen, arr1Yec1 
lll Bo~AC all tho t,.....Pao t tlo allpper oil S.pt-bor ll, 11139, 
,., dayo o ... rdue oa aoaowot ot '7Jibooll -thor. They wra at d 
the ~lAC b1 houola Pu, rapreoutlJIC ClleJIC w ...... III.Alotar 
ot 0 =!oaUo..e, u4 - looal r o,.._atau .. o at -ncaa 
110tor au ....taO\vere IIIIo apparentlY 11&4 Yhlou ot IIDl-lJIC 
oa tllo oooooluloa tlle -rou t:Nelao """ otorecl I.A JloacjcOJIC aa4 
lowlooa. 

Upoa reoolpt at )'Dill" latter, u4 pnor to tlle arrlftl 
ot \be ooooolMloa, I oallecl UpOil H1o llxooll&llO)' 1'. V. Sooas, 
dlaoueaecl wl\11 Ilia the objaothu ot tho ,,....perta\loll abo10A 
to Olltaa, u4 a.ated t or lila ooopa:raUoll. I •• ooaoorud •• to 
tile poaalblo at\Uuda towrd the ooooolo lon ot 1'. I.. !looJIS, b.ro\ller 
ot 1'. T. u4 head ot tlla Soutbwot f:ranapenaUoll 0-, IIIIo" 
aoodwlll u4 ooopa:raUoa I oouldor hlllhlJr lapOn.at . Mr. 1'. T. 
URNd M lie ""uld taD o ... ot 1' .1.. 

a. U. a.tcllt or Mr. Slla·be••e arrtftl l o Bo~. I 
Ml 1 •l.t bill to liz'. !'. Y. ~·· ..,_. tor a prel tatury ... ,lDC. 
llotlllac - 1IU dlMU- at thla M&UIIII •• t ho llnlll' ... lata, 
loGt .. appola-t _. -· tor Ill'. Sb• • an t o oall at Ill'. Socwlc' • 
ottloa tile u:n ., ... ,,... I wo4aratu4 \llet a\ t bh mro11111 -\11111 --.u ... ............,,. ware aa4a tor Mr. 1'. v. &Ad Mr. Shaabu to 
- Ill'. 1'. I.. Socwlc at HaiiOl aA route to Ohwlcl<1AC· 

lo. dl ... rdallt ...... -... ...... atrualt b)' r:raaola Pu. 
rue 7011111 ...., appanatl)' -eel Ill', 'lll"ile" ooaaldo:ral>l)' b1 
Ilia ottlol .... -• .ad ·- ..,..uoaiJI&. lo.IIOac otbar '"-
1M told .... au>" \loat \loa IU.abter ot oo.-toau ... -u 
nqlllra lola to .a aa l.upaaUoa ot \loa ..,,.._, ~_, h<a 
Ten- to the ~otaa M rdwr '-dlatal)' upOO bla urlftl 1A 

CTiteeellrl.OC• rue la tM rwta aY&r wb1oll auppllaa to u4 h<a 
.._, • .,.. -..ned u4 .,.. 110\lllAC ,..,.,or to t o with tba 

•• t ot.-rloaa ...... 

.. 
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I ,...ooplae4 111 tblo a DOt totally Wlnpeo\ed ooh- to 
o14otraak tho Aaerloall a ... loolon and I ~lately a ppealed ta 
llr. T. V, Soona who la"'hed and oald, "'J.'be~ will ban a llar4 ti.Ae 
oUetraaklDC ShMban ,• lloweYer, Ill' . Sooll8 oa14 ho 1101114 tako o 
pereonal 1Dtereat tn the ooataioaloo• a ... ltare aA4 woul4 4o ac.e 
plol11 tolk1118 to Oba.oc lUa--u lt 1 t boaa:::o IIOOOI&UJ. 

In "7 oplnlOII Sboaban lo a '-0-tlotod llldl•ldll&l who 

-· 'IIbera lla 1o 1101118 and how ta got tho,. , I - w1 til llr. 
T. V, that lie wlll be llar4 to oldotraak, llowenr, 1 pn bla all 
t be lntometton I oou.l4 •• well ae eo;r.e ad•toe. 

In a reaent letter t ram Obungktng ft t rlond ftxpreooo4 
hlaoelt ln tho rollo•lns .-nner: 

"Koooro. Sllaahon ~ Oo. ha•o been dol~~& a owell job and 
I bolle YO ore BOllltl t o set ..... roolllto. Sbeohall 
oortalnly hall 110 11011 on bl.ll and hao souen I'IIIOh turthar 
111\0 tblo oltuotlon t han 1 e•er t ho"'bt any nowoaaor 
could aohle.-e 1A auob a abol"'\ t t... He baa the Chtneae 
OYer a bor...l and bath tbo:y and bo kiiOw lt, 1 bollno 
bo 1o 801118 to 110t - ontlon out ot til.,, I llno 
Non lila treque11tl7 and .. do1118 uor:ytlll~~g I aan to 
llelp 11111." 

I arra~~god w1 til llr. Sboaban to koep 111 touob lf1 tb .. troa 
tlao to t l.llo end to tol-u,..pll a o , 111 o opoolal oode , ln oeoo at noe4, 
Today I ""oohe4 ay tlrot lottor troa lila Wllloll I onalaoo tor 1our 
lllforaotloll , 1fith a oap:y tor llr. Loohboa4. 

Ill', T. V, Soonc .... quito lntorootod 111 Slloaban and blo 
alooloo to Cblno , and I u au" wlll pron nr:y bolptlll ta hla. 
I ohall t.op 1011 o4•1•e4 •• to hlo progreao. 

With kllld pereoaal ro«anlo, I .. 

fte HDnorabla 
Bury Morpathau, lr., 
-rotuy ot tho Tha~ur:y, 
llaah1JI6ton, D. 0 , 

Roopeottull~ :youro, 
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OhUJ141)<l '4! , Ob.ina 
Telosr en, Oct. ~th , 1939 

3:30 p.a. 

HAVE CARl:711UT RECONSIDhi!ED JJiD llf Bl.ST OPINION 'n!AT CKimiAL 

OOVIRiiiiE!fl' CORPORISION Olllllll! IIDII!,''I'I:R OOIOIJNICJ.TIOliS lNCIJ1])DIO 

POSTAL AND IIA10R CIVIL OOVll!lfiiDfr OPERATIOIIS lll'lll OVER 'NO 

'DIWJJID TRUCKS .EXCI.OSIV£ FOOSIIING JJiD ST.'I'RAIISCO DES'!' SOL17i'IOII 

f OOSIIIl«<S PARTICIPATIO!I ASSU!US OVER 'Dll\EE 'll!OillJAHD TRUCKS AIID 

Nllf CORPOIIATIOliS ClUAI!IJll'EE at E((OIVAlDIT CAPACI'I'Y ONE 'I'IIOU'".>AIID 

TRUCKS SHOULD ASSURE ACTION /JID AIIIRICAN OOlll'IDENCE 'll!IS 

DEFINI'I'l::LT SEORECATF.S CI VIL AND IIILI'I'ARY TIWISPORTATION AliD 

NO ATTFJI?Ii INVOLVE SlmiANSCO AT THIS TillE 100SHINO Pl!ESERVli:S 

01NJI!SIIP TRUCKS AIID AllE~UATE Rl!I'Rl:'SENTATIOII lilt/ CORPORA'l'I OII 

ASSURIIII) CQIPLIAIICE OUARAIITEE lll.IIIIIIA1'INO rJ.S'l'J!7UL JXJPLICATIOII 

J ACILI'I'IES ASSURlS ECOIIOlllCI.L OP!l!t.1'10ll ENTIRI IIATTER ABEUIICE 

PIIIDIIIO YOUR All'fiCIS Sf!lWWI 

21 

_.,.---
• • .. - ~~~ . 
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DH.r llr, llicholooa: 

llo.6 llow VUla, 
OhUJICI<1116 Chi.Da, 
Ooto-.r &th, 1939 

ThaDk you tor youra ot September 2lut , roceiYed loot 
OYeniD« OA4 With which you encloaed data in ooDJioctioa With the 
ohipaont ot wood oil to tho United Statea Yio t.ho J'oo ShiJ16 TradiD« 
Corporotlon, 

28 

Wo ha•e been over the more U.portut hishwo.ra 111 tho 
Soutb ... at, he•• rtalted the .ajor ahopa I.D4 coD.CeAtratlo.o poi.ota, 
4llcuaood wlth ProY1Dcial OA4 llatlonal Ottioialo OA4 studied the 
oxlltlD« tl'OD8portaUon probl0118, With tho rooult that we han .. de 
cortalo Yl1'7 4et1o1te roccmoeD4atlona whiob I Will ott•pt to e:<plalD 
brterl.7: 

1 - Oonaol14at10D ot the aejor Oi•ll Oovoraoent TroAeportattoa 
AsOAoioo 1Dto a new Central Go• oraaont Corporotioa withla 
tho IUD1ot17 ot Co_,.,.icotlono, 

2 - IDcluaion ot tbo opo,.,.tion or ono t bouaud Allerlcan trucko 
in rec<maendatlon No. 1. These trucke are now owlled b7 
tho roo Sb1116 Trod1J18 Corp. 

~ - Detlaite aogregotlon or tho 11111tory transport rroa tho CiYil. 
4 - laproYo the aorale ot the oporotlD« pereoDDol through 

bettering working oondltlono and ollainotlon ot rod tape 111 
11oona1D« aD4 regulation or drl•ero, aoobanico and equiplant. 

~ - A dot1Dito program ot reolaaatlon ot trucks oD4 busoea oD4 
ourtallaent of new pu.rcbaaea. 

6 - Oonooli4ated ehopa With usuablo ODd noooeoary otocko ot 
.. toriol aD4 ouppliea, oliainotiD« prooont waato that to 
- u:tont haa been brought about throug!> lack or ·-n 
Wl4arotaD41116 U to te .. inolOIJ• Tho lack or Chineoe 
a!L&raot•ra to deeertbe at.o parte hal pro••n eZJHUl.!ll"Ye aD4 
ooatuo1116. O.or . 1,000,000 Cbi .. oo National i a tied up in 
non...oY1"6 porto. 

1 - A40ptlOD or 24 hnur 481 tor truok1116. 
8 - Rol&J of 4r1Yera over ahortozae4 41ot&DCoo. 
9 - Detlllito progr• to curtail tho preoozat high 110rtalit7 rate 

ot oquipoeDt through oooidonto. 

Treoti"6 With tho abo•o ooriatua: Tho oonaolidetlon iato 
ODe Oorpor~~tloa h i'olt to bo oooontlal ill order that prooeat waatetul 
prootlooo JII&Y bo 110re quicklY ud uaironaly ollainetod. OoTel"'lment 
asoaoioo are b14d1"6 against oae another tor coapotaat peroonDel, 
Thor duplicate tacilitieo ond otocko or opere Pftrta. It ia -r thought 
that tho now Corporat ion ohould bo UDdor tho llizaiatr7 ot Co~icfttiozao 

whore the beet poraonnel tra1Dd ill traneportotloo are anllable, Tho 
Corporotloa ohnuld be a noza- prori t ono. Ratoo .,.t be toritted aD4 
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tile4 &D4 aado UA!tora tor all, 1noludiag tho caoaeroial haulers. 
Tht Yarlouo goYerauntal dopartunt ~ oontribute ~ tho deticl\ In 
ratio to the tonnage or puae.a.gere handled tor eccowtt ot each 
01perote bronch. In thio way nuctuntlon.a In exohaage would be 
abaorbed by tho Government itaelt end obould not attact the commercial 
ueera ot tbe Oovern.ent or o~erolal rao111t1ee of tranaport. 

Tho Foo Sh1ag oporationa oro barely atarteddoapite tho 
proTalont opinion that they oro io tull operation. The7 have about 
?6 truoko on tho road , 3~ tied up on tbe Bunoa route duo ~ o woohod 
out bridao an4 londolidos . 'the balonoo oro in l!&iphoag. About 40 
borrowed by tho Fronch-Indo.Cbino outbrotitiot and t bo baloneo awaiting 
compLotloo ot cabo by on in4opendont contractor. Tho toolo an4 oquiJ>­
aeat t o r Foo Shiag ar<o in tho llaiphoag bloolcada, tu~d \be J'roncb .... n.., 
has been out ot operation tor the paat two week• o.o account of a eoa­
biRotlon Ot londslldoa an4 \roiA wrecka, Frca tho toree<>ID& JOU wUl 
obaerYe oneral reuoDs wooclo1l Is not ao•iag In tho OAtlcipeted 
quonti tloo. The Poo Sb1Dg people ho.,. rocruttecl their peroo=el rrca 
other Ooveraaental agencies 1c the melD and ae e result have incurred 
ooae eneml ty on tho pert or bigh..,.y ortl clalo rooultiag In otr1et 
co~pliauco ~lth oxlatlag lowe and resulatlono both proTinclal and 
oatlon~l. True alm.llar dltferencea will ex1at under eey- plan ot 
operation but I am eonYinced th••• d1trlcultloo can beet be alleviated 
through normal cho!Ulela by the Winlotry ot Cornmuolcotlono. 

The balance of the 1teCLD enur:utrete4 abO•e are more or lees 
oolt uplanotory. The principal purpooe or fll:l wrlt!Dg to you about 
our reoa.meodatiooe 18 certain d1tt1oult1ea we heYe run into in connec­
tion wl~b ooourlns the cooperation or Poo Shlng. I contemplate Poo 
Shins rotolnlns ownerohlp or tho 1000 American truoko ao ~ell aa 
repreiiDt&tion o~ the new corporatlno, Dft•erthel~es Ur. K. P. Chan ot 
11n1 .. roal 'l'ri\41Dg Gorpn., Hew York lo rot Icon\ to relee.oe the truck.o 
t o tho lllnlotry Of C<aluniCI\tiOnO fo&r!Dg that ~ra Ill.)' COlle to hie 
pro10nt ooaotlatione with our Gonrnaent loold.ag t.,..ordo additional 
oNdtta oa wood oil. On the contrary 1t. aeeaa to • that Aaerica.a 
oontldonoo cen beot be had ~hroush action an4 ~he propooalo ar<o pointed 
\0 tho\ en4. The n ... OOrpo .... tion would SU&rOII\00 \be oquiTalent 
oapaol\;r In Aaorlcan truoko ~ the 1.000 ooc.i tiiOAt ot J'oo Sb!Dg e.o 
outUned In Article 9 ot tho osra•ont or J'oo Sblag through 11n1Terool 
to tho l!:zport !aport BaDI<, With tho Oonraaont beck or the oorpo.,.tloo 
&D4 o proper 11lect1on ot peroonnol under our diractlo11 tho rnponel­
bllity Ia dotlol tely allocotod. Tho 1181ntollOAOO ot tho b1gbwaya oto., 
In tho M111l otry could no lonsor bo tho oxouoo. 

The reoo.ae.Ddatl ou •• have JUde have beoo aooeptecl tor 
tho ooot part by oll ooncornod including Dr. H. H. ICuag and llr. Choag 
Ua Gnau , In root by oil concerned In tho aclalnlotratlon. Actloo owolta 
only o tnoroblo roplr rrca 11r. Chen In li<lw York an4 I belle.,. t hlo 
could bo hod i t our 'l'roaaury Dopart...,t concuro. I ban tocl.o:r cablod 
llr. Cho11 ao pAr OOP7 eneloood. It you oea tit ~ oondanoo thia r otbor 
tirlag nrolon and paoo tho lnto..,..tlon along ~ Wooblnston, I would 

. ' .. 
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.,..U-'• 1' or, !.t :rw ••• uq 41ttert .. n- -u e,...Ua\e 
11eer1111 r- :rw • .__"• Ita,..,. to 1- lien MZt ,._114Q' 

Oat , 10..111, tor a.o1a• "' will r- ta ....,, - ...a. ...._ 
111111111 wt.tlll ~ IIUII•t pc1nal rap:rU to OIL 1!.1 ea4 llr, 
0_.,~1 , I ....ta, 
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Bell i 

Durtields 

Mtt. Hanes 
ltr. Wh.\te 
Mr . Tbompaoo 
ltr. Bell 
lolr . Oravea 
ldr. Gaston 
llr. Cochran 
llr . R1ener 
llr. Viner 
Mr. l"ole,­
Nr . Haa s 
Mr. Cotten 
ltr. Durtield 
Mrs Klot:. 

Norman? 

October 30, 19~9 . 

9 a30 a . m. 

I have a letter to Governor Bcclea asking for the 

detail of Andrew M. Kamarck , an econOMist employed 

by the Federal Reserve Board. Ills s ervices are 

desired to asaiat captain Pules ton. 

Do you have to do it this Connally? 

\'loll , Mr . Ooldenweiaer said he wouldn 1 t relea se 

him otherwise. 

There are two eatimabl e ladies who a re ret i ring t o­

morrow. Would you like to see the111? 

I would b& delighted . Any time before 9 : ~0 . 

IJe.n Boll t 

ne had a news releaae Saturday. I waa on the golf 

course a t that hour . 

What do you meant 

When you ca lled up at 12100 o'clock . 

Did they bring you back! 

No , indeed . They juet called up out there. 

And told him tc look in the lolondaJ norn1ng papers. 
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H. U. Jr t 

8<111 1 

H. Jd .,Jr t 

ll<l ll t 

!! . U. Jr: 

Bell : 

II . IJ . Jr: 

firavea : 

H. Y. Jr: 

Grave s : 

H. !l . Jr: 

Graves: 

II . M. Jrt 

Gravest 

H. M. Jr l 

- 2 -

Tho reason I seemed bewildered, I thought you were 
referring to the U. s. Houe1ng. 

That was a littl e eurpr1se, too. 

You were surprised? 

Yes, booauso they were waiting for the "go" sign 
from the Treasury and I talked to them Saturday 
morni ng and t ol d them that I would like to hold 
the "go" dgn of f until Monday to soo what we do 
on the RFC . The dates a re not given and t!lat 1s 
what they wanted f r on us. 

\~ell , d i dn't they show it to you? 

No , not a t all . I didn ' t know anything about i t 
until I saw it 1n tho paper. f:ill there be a con­
ference this morning? 

Right after this. 

Haro l d? 

You asked me a few days ago to arrange to have a 
des i gn for thi s Aldrich medal . 

Tha t is right . 

lLra . Ross 1nstructod tho Philade lphi a !li nt to 
design that medal and they are bringing the design 
down this morning . I think porhapa you would like 
to have us bring that in to you . 

Well , when i t i s here, bring it 1n and I will take 
i t over to the Presi dent at lunch and show i t to 
him. 

42 

I am not sure as to the t i me the men will come with 
it, but I think i t will be thio morni ng. 

You mi ght call her up and aay I ~ould like to have 
it before 1:00 o'cl ock. 

I have told her that. 

That i s f ine. 
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Cotton: 

n . r~ . Jr : 

Cotton: 

li . M. Jr: 

:uo!'l er: 

llanos : 

:!. '~ . Jr : 

!li etler: 

H.!' . Jr: 

Hanes : 

H. Lt , Jr: 

Honea : 

Hanes: 

H . ~ . J:- : 

\ /hi te : 

- 3 -

llothing. 

Aro you going to Guatemala? 

I ,.,as away Saturday. I un1erotand some things 
happonod that I may not be quite up on. 

You hod better talk to Riofler. 

I was away Saturday. r.'hat happened? 

I was here Saturday and I d idn't ltnow anything 
happened a t all . 

17ell , will the Guatoaala expec1itio:> go t together? 

llr. !ianes? 

\lould you (llanes) find out who is (;01ng? 

Yes , sir. 

And l ot me know at tho appropriate time. 

I thour}:lt we were on record t hllt l~r . Ri e tler and 
Mr . Cotton and t!r . Hanson, if Mr . Vlh1to could spare 
him • • 0. 
Suppo3ing you call a little mooting in your of fice . 

Ri&ht after this? 

I would like you to s 1;a y . Financing will onl.y take 
ton or fifte en ~utes. 

Harry? 

You probably noticed reports of tho first month 's 
trade of Great Britain on the war is rather in­
teresting. Their exports declined 40 percent and 
their imports declined only 30 percent, but owing 
to the fact that their imports are so much larger 
than their exports , that s till meant that their 
unfavorable balance of t rade was cut in hal f . In 
other words , the fir9t month ' s trade, if i t i s at 
a ll typi c.al of what will happen later , means that 
the pressure on their exchanges will be much l esa 
than has been anticipated usually, although the 
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H. !4. Jr: 

1 .~ . Jr: 

'lhite 1 

li . :.! . Jr: 

s . ~ . Jr: 

Haas : 

44 

- 4 -

first month may not be a difficult ~onth at all . 
That is what it shows , that they will need much 
leas money, in other vtol'ds , t han has been generally 
anticipated i n the fonn of fore i gn exchange. 

\lhat else? 

'!h e re is a cable hero that you a. s~ed me t o see 
about f rom ~~arlea Roese . 

Yos. \"/ell, that i s on Oc n m•n economics? 

Yea . 

\ihlle you are on that , I o;ant you to get the full 
infoPJJation on Caillaux' s sta tement on Oermany 
(handinc- clipping to .ir . lihite) . 

\tbat is that you put on my desk? 

'rhat is just s ome cables yo\1 might want . 1:e in­
vest i gated that matter o f the residual on the 
balnnce of pe.yments that har:•is hud some fUrthe r 
cta ta on \Vith respect to touris t expenditures , and 
got 1n touch wi th the llepartment or Comnerce and 
oOI'Ipared our figures with theirs . It still l ooks 
no though t he rosiduul for t his year - the amount , 
in oth er word s , that they cannot account for - is 
goinll to be somewhere between 800 nnd e. billion 
dollars in gold inflow, Vlhich cannot be accounted 
for in our f i gures . I think s ometime s=e co!l!lllittee 
ouC)lt to be appointed to 1\lrther investigate the 
existence o r tha t residual. I t 1s r,et t ing much too 
large to be passed. There is no ~ed1ate hurry 
on it. r:e can do that nt t ho end of t >:c first 
year . 

OeorgeT 

( Handing report to Secretary) There are so~e che.rts 
thnt might be 1nterosting. Then I have this letter 
to you f r om Stewart IJcDonald . I am doubtful whethe r 
you vte.nt t o he l p h i m on that . Remember vthnt it isY 

No , I just knew you wr ote me a letter. He writes 
mo a pep letter every so often. 
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Haas 1 

H. M.Jrl 

!l. !ll.Jr: 

'Uoflar: 

!iaas : 

H. M.Jrs 

H, M,Jrl 

- 5 -

Ho wanta you to help him straighten out thi s con­
flict between agencies of tho Dopartment of Commerce. 
Ho cla ims they are talking building down and he 
wants you to talk it up. Ho wanta you to ho l d his 
hand. 

My hands are fully occupied. Just acknowl edge it . 

Yes . 

Riefler m1ebt be interested, for old times sake . 

I would like to see it, but I don't think I would 
like to handle that case , 

I will show it to him, 

\Tho does he come under, Jease Jonest 

Yea. 

l'lhat else? 

That is all , 

Rieflert 

Nothing. 

Nothing, 

Ed? 

Tho Attorney General of Ontario wants a Treasury lawyer 
to ecce to Toronto to tes tify i n connection with their 
bringing suit against individuo.la who have been melting 
down American gold coins , He aaka that the person be 
familiar with gold currency lawa in thia country and 
can answer as an .expert wi tneas. I think we ought to 
lot John Pohle go up , i f that is all right with you. 
I will call h1m .and see i f we can straighten it out, 
but if it i s necessary, we will lot him go . 

All right , 
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Foley: 

H, M, Jr: 

Poley: 

Foley: 

'I . ! .• Jr: 

Fol ey : 

H. !t . Jr: 

Gn:. ton : 

1l . ... . Jr : 

Gns ton : 

ll . '1 . Jr: 

Gaston : 

46 
- 6 -

Here is the memorandUM I apoko to you a bout on the 
telephone on Saturday, about Pi tttnan ' s sta t ement . 

Vloll . ... 

Tho Neutral i ty Act applies to corporations of the 
United States •• •• 

Let me l et the President read it . 

Yes . I spoke to Jerry Frank about i t on Saturday 
and he thou..,ht it ourht to be brousJ'lt to the 
President's attention because it deals with the 
proposal the British are making. 

I will take i t over at lunch. Anythin& else? 

nothi ng. 

Herbert? 

l4r . Fly of the Federal Cot:munica tiona Commi ssion 
cal l ed me Sa turday morning. You perhaps saw that 
story. 

Yes , I called you up and you we ron ' t he re. I ki dded 
Elmer Irey about it . 

lfnen was that? 

Saturday, when it was handed to me . It VIas handed 
to me a little after noon , around 12: 00 o • ~lock, 
Saturday. It is aoazing that you fellows didn ' t 
see the story. 

I saw the story. 

It was i n Friday ' s paper. 

His request was for a meet1nc at 10: 30 to be in my 
office, He wanted the moettnc to be he l d here rather 
than in hi s offi ce for , I suppose , an obvious reason, 
and j ust the t op men , as ho expressed i t, of certai n 
departments . So, I wou l d l i ke to tal k to you about it. 

Is the mee t ing t his morning? 

At 10: 30 t h i s morning. 
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Have I any choice 1n the ma ttert Supposing I 
Cli dn 1 t v;ant to have a meeting take place in the 
Trensury. 

Wo "oulel call it off. It ian 1 t neceaanry tba t any 
notion should occur. He didn ' t avon mention the 
Mlbject of the meeti ng, but of eourso I know what 
it h . 

Bofore we do financing - I will be thro~ any 
minute and I want to talk to you. I don t wa.nt any 
meotinc in the Treasury. 

Of course , it moy be jus t an explanation. 

SOJ:Ieboely in the fhlte House wanted to know about 
tho London ail ver agreement . I don 1 t know who 
knows about it. 

l•o gave them the inf onnation Sa turday. One of the 
young assistants there wanted aome figure s on it. 

l'lhioh youne assistant? 

I f orget his name now. He talkod to Dietrich. 

Find out what his name is , will you? 

Yea. 

It ia Kannee . 

Oh, that i s all rignt . 

Johnt 

Oeorge baa made another change in the buelaet estimate 
due to a windfall we had in the estate t ax section. 
We collected about - what waa it , George , a bout 
~0 million dollars? 

Yea . 

Wo collectecl that from the Vanderbilt estate . It 
bringa the estimate up to ~5 , 525 1000 ,000. 

Does this make tho figures lit prettyt 
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Yea , that makes the deficit look a lot better ~d 
we would raise it anyway in November . I left the 
i ncome tax , tir. Secretary, tho total, the same as 
it wna i n January, which makes the total up 45 o r 
46. It didn ' t l ook like much to me but they thought 
it was a lot. 

I am surprised at you to look differently at the 
subject under that kind of pressure, 

That wasn ' t pressure . 

'!he deficit was an odd figure , aometh1ns like 
~3,998 ,000,999 .98 . r;e tried to get under the 
wire with 24 million. 

\"/hat else! 

That 1o all. 

Do you two gentlemen ( !11ener and Viner) want to 
sit in on t:~is financing? 

Yea . 

Yoa . 

I would like five minutes with Gaston and Hanes . 
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October 30, 1939 . 

lll'l.!OPJN OOJl 

'i'O• Secretary J.:or cenU>au _ Jtj, 
FRa&;: l!r. Gas ton IYf! I· 
SUBJECT: lirplaneo . 

Captain Chalker wae in thls afternoon by appointoent ,.'ith two 
of his assistants and L. v. Kerber, Washincton representative of t he 
Lockheed COC!p&ny. 

The pl ane ldlich Oar.nett owns is a lockheed 12. It has the same 
power plant es your p-eoent plane, the l.ocl'.heed 10, but is 2 tt. 3 in. 
shorter and the tuaelaae 1a narrower. A fn a r e in use on reeder traM-
port lines . Ke.rber says he rode in one of t.h• only a short t1Joe '10• 
The aisle is vel") narrow, so that it is difficult to squee .. e into the 
seats . In addition to pla~s for the pilot and eo-pilot it bas aix 
pessc~er s eata in i t s transport foro, three oeata on each side . It 
was the opinion ot Kerber and Cha1l<er1s men t hAt it would not be leaaible 
to p.tt the r adio equipo .ent now carried on your present plane and a orew 
of four into the llo. J2. If l'OU put i n a divan to lie on, there prob­
o.bly would not be ro0111 for a seat tor you to o.ay nothing of any paa•en­
gcr or passeneers . Thia plano would be quite workable w1 t.hout r adio 
equipcent as there would then be room for six aeata . It has leos cabin 
space than the Nor thrup. The wing spread of the llo . 12 i s 49 tt. 6 in. 
aa CO<>pared to 55 tt. tor your present plane, the 1\o . 10 . By cut t inc 
down the d il:oensi ona there baa been a gain in apeed over tGe llo . 10. 
The 12 has a cruisine apced ot 203 10.p. h . and a top speed of 220 ... p. h. 
aa cacpared to 176 - 190 a . p . b . tor t be No . 10 . 

Lockheed has laid out a new plane, desienated llo . 16, ..nich ie 
tho same as the No. l O except that it will have a roomer fUselage, but 
this plene is not in production and there 1• no proopect thet it will 
be soon under pr esent conditions. 

If you ehould decide that the No. 12 1e too small for your use, 
ae I t hink you will decide, tha new tlo. 18 rather than the No. 14, wbieh 
hea been ordered, 110uld seem t o be by all odde the best bet. The 18 
..,d the 14 are identical except th8t the tuselqe ot the 18 is S-l/2 tt. 
longer and U lando slower - 65 c . p .b. as against ~ tor the No . 14. 
I t also, acco~ to llr. Kerber, has greater stability and superior 
handling eheraeteriatiea. Kerber thinks it will do decidec!l.J' bettor in 
a.-.:1 out ol a small field Ulan the t;o . 12 since it baa greatly superior 
poorer and better talc...ott cbaractoristica. .t.a a transpor t plane it rataa 
14 pessenger aeata ae against 12 tor the No. 14. Tbeae are 1n two r0W11 
ot 7 seats each. U you adopt thie plane tha radio equipment can be con-
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centrat.<l in a eeparete ce>ql&l'tloant illlledia teq att of tbe blllkhead 
of tbe pllot' s cabin l"lllll'lire bt.ck as fer ae tbe IIIJ.n 1li.na girder 
which riaea troa the tloor of the cabin. Tb1a would leave a rOOIIIT 
cabin att tor ;yoursell and additional. paese114ere, witb plenty or r0011 

so 

tor the ooucb and additional. pass enter seats. Anotber feature mentioned 
is that the 18 has a wide door, easy to enter, whlle the 12 has a ,..ry 
small door , ditficult for a bit men to aque11e through. Tbe cabin 
boi&bt in the 18 ie 6 tt. ) in. •• co:npued to ex.ao~ S ft. in the 
No. 12. The 18 also has a mucb greater range and a calling of 22, 500 
ft. Ita power plant consists of two 0-1028 Wriabt JOOtore, eacb develop.. 
in& 1100 horae power at take-oft, ae compared to two 4SO horse power 
rJOtors, eitber lfri&bt or P.& w., on tho 12, as on tbe ~o. 10. Tbe 
cnli~ epH<I of tbe 18 and of the No. U 1e about 220 a.p.h., witb a 
top epaed of 21,0. In other words, botb do brenty lllles per hour better 
than the 12 and about thirty better than tbe plane 70U now bne,. tbe 
No. 10. 

Challcer believes that for general serrlce uao, 1t ;you should 
later relinquiob it, tbe ~o. 18 would be ccnaidora~ 110re usetlll than 
a llo . 12. It would tave better range tor cruiaine and would be adapt­
able tor aerial survey work. 
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TO• S.oratuT Worsonu­
FROioll IJr, Cluton 

SUDJtCT 1 Aill'lanee • 

... 

O..tober 30, 19)9. 

C&pt&in C!lll.lbr wu 1D th1a al'ta'noon by appoint.o.>t witll two 
ot h1l • uat&Dta- L, v. lerber, Wu !.lnstoo repruentat.in ot tile 
Lee..,_ C<Yspon;r. 

the plane 'lbicb Oamett cnma 1a e l.oclchMd 1.2, It haa tbe •­
~r pLant u J'CI'I r prea...t plt.De, the Lockheed lD, bllt 1a 2 tt. ) in. 
~~o'lortar Nld the tuawo;e 1a narrowr. 1o c .. are 1D ,... on c-.. t...,_ 
port 11Daa, lert.r ~ ha rocla in one oC u-.-~a abort U.. &itO• 
The &1al8 S.. Yery nar.-, eo til at 1 t h d.1lC1clllt to aq- into tha 
M&t&o ln additicn to pl&ON lfiC' the pllot ancl oo-pUot 1t bu a1.x 
puae~er , .. ta 1n ita tr1naport rol'll, tllr" &oat& on each aide, lt 
.. tbl cp1n1oo or lel41ar and Cha.l.nr'• aen that i t would not be c ... 1ble 
to 1'\lt tba ra41o aqulprtent DOW ·oarr11d on your pr .. ent pL&Da ...S a cr'ft 
or four into the lioo 1.2, lt 1QU put in a d1 ... n to lie on1 there pro~ 
eblT would not be roca tfiC' a a eet tor you to 1111,7 DOth1ng ot azq puo­
pr or pu1qan. Tb1a plt.De would ba quit& -able without radio 
aqu1poant u thara 'IIOuld tJJ.n be roca tor 11x ... ta. lt bu lua cabill 
aptM thin the llart.hrup. '!be win; apread ot the llo, 1.2 1a 49 tt. 6 111. 
u ~ to 5S tt. tor your pr...,t pL&Da, the llo, lD. Qr cuttini 
dote tile d S..WJM. there hu been a pin 1n apeed O'l'lr the lloo lD, 
'!be l2 bu a CIJ"41a1ng 8pMc1 ot .:CO) a.p.h . ancl a top apMd ot 220 a.pob . 
• ~ to 176 - 190 a.p .h . tfiC' the J:o. lD. 

t..,'t'ad ha.a laid out a .- plt.De dMiCl>lt.ld llo, 161 1lb.1ch h 
tile •- u the »o. lD aoept tlat 1t ;til h&Ya a roca1er t'uelace, boat 
tbia plaDa U DOt 1D productJ.OD &DI1 tb- 1a 110 pr041pect that 1 t wUl 
be ._ molar p,......t OODdl.ts-. 

U 1W aboQld decide that the No. 1.2 1a toe aaall tJao your uaa, 
u 1 thinlt you wUl dacics., the ._ llo, 18 rather tllu the No. 14, -.bleb 
bu been o~, would - to be by all ~ t.ha but lliet. The 18 
...s the l4 are 1dal>tioal. acapt. tbat the tuael&Ge ot tbe 1B 1a 5-J./2 tt. 
!Aq:ar and 1t landa a1otow - 6S a.p.b . u apinat fi!J tor the llo. 14. 
1\ &lao, aoOCII'dJna to lit', la'IHir, Ilea areater atabllit;r Nld a11j)erior 
bMd""& cbencteriatloa. larber th1nlta 1t will do dao1dadl.T better 1n 
&1111 out ot a ..U !lald tb.ln tlla No , 1.2 alnoa 1t hu sr-~ aupar1ol' 
ponr- better v-.ott oh&raotariat.ica • .t.a a trmaport pL&Da 1t rataa 
l4 PMMaC• aaata u apiM\ l2 rer the llo, 14. %baM - 1n - rwa et 7 _ .. Meh. u you adopt t.h11 plu. tile ftd1o eqlli~t ..... be oo ... 
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..vaw ia a • ...,.._ a 't-IUatelT an et t11e "''* 1' 
et tbe pilft'• ..ada 1 •• IIMk u ter M \lie ala wiDI ,U.S. 
llbiall rSMe ,_tho tl8w ot \lie eebln. !Me ...W lMft a,...... 
..ada an fer ,....U lllll 11141u-l ,_ ..... , with pwQ' et ..._ 
tw t.be oolaOb Ulll ..U.u-1 ,.._.... _._, .AaothC' t.atva -UGMol 
1e t.bet. \lie 1a 11M • lll4e ~. _, to NM~r, wb1le tile u 11M • .,.., 
~1 .so.,_ cl1tt1al.t. tw a btc - t.o eq11111 tanup, 2111 ...,._ 
beSCbt. ia \be 1a s.e 6 tt.. ) ia, ae c..,.....s t.o -U¥ s n. ia tile 
... 12. !M 1a elM 11M a ..a. PMWr ,_,. ... a _.su,. til .121j00 n. Iw ,_ plat -s.e-. et tw o-.1.021 lb'SCbt. .ton, ..... 4enl.ep­
ill& U.OO bGne ,.._. at t•ln ott ae 11 4 1'14 t.o tw 450 _... ,.._. •ton· od.tbor lb'SCb\ fir , ..... -the 12, - - ..... 10. 2111 
on1atJII .,...sot tbe 1a Ulll ot tile • • 14 fl abooR ~ a.p.b., with a 
,. .,...s at 240. 1a o\bor ...... beth • -v .u.. pu' ~~ow ~­
\he tile 12 ...S .-t. t.h1l"V bltt.or Ul& tho pl-. J"'''l - h .. , t.bo 
... 10. 

C'Jbel ,_ bel1enl u..t tw ..,..,e1 o-"ol ,.., 1t J"'''l &0111.4 
lat.or ~ it, tbe ... 1a -.14 'bo _,._,7 _.. uaf'lll Ul& 
a ... 12. I\ •111114 ta ... 'better rue• tw Ol"d..1ar aot ......U be 81111pt.­
alllo tw Mr1a1 """7 wwtr;, 
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TREASURY DEPARTMENT 

INTER OFI'ICE COM MUNICATION 

DATa 

TO hcllrt\ar7 Jloor-U... 

!M ........ u. .. 1a tU 1' .... ~ --·"" --· ....., ....... _,. ...u. 
SwrU., ep.-4 at J . 'J')-J/1 1114, 8114 about 10 o 'o~ wu qoaoW at J,'J')Jj/8 

on..a. !M rato ...alae4 ·~ t'or \b= loal-• of tile.., 8114 elaee4 

., 3· 99-15/8. 

!M .r..,_ .. ,.,... ...U eeU.re ot eterll.ac, at fro• tile e-.a41""• at 
t.be rate 1a \M -at tllelr or4ere ., .... nU.a\17 loe111C _,_at 3·99-15/8 

or bet\w. 

x.porU~~e loMka la •• York 8114 tile Je4.ral l eeern :a.1t r~ort.a ealee 

ot ewrll.ac to\alhc 11215,000, floe• \b= t'ollowllll •ave••• 
Co...rolal OODD~••••••••• • • •••••• •·• ···••••••••••• ••• ~OT,Ooo 
hnlp \..:ta ( -..rope aa4 ~ ... t:) ..................... 1.1.01,000 .,al, ..... 1215.006 

JT 00-.rct.lal. OOILO_,..,,, e,, e e e e e e • e e • e e • • • • • • • •• • • • • • • e ~11!10'000 
IT foffip. --.a <•.., leat ..a ..,...,.) •..•.••...•.... .• 

hW •••••• 

!M lo.Uo al .. r.,.rw \b=\ tU Jr1Uell Ouval parobue4 eterll111 _._ 

1.111 to 1.73,000 a\ \M ett1o1al rato of 11,02. All ot tU •-UIIC I''!PrM•\14 

the aale at oo\toa. 

lilt h&eral IH- ltalt pal'ellue4 500,000 l"raool hoaot t'or U. •Uoaal 

liMit at ..... lana Mil 20.000 ~ tor U. ll.-lt at J.~a. 

!1M o\ber lapor._t oarreaolee nuaaW 1a • ........., -· 

lilt Oh1MM 7U& ooaU- to 1apren Mil _. ('110\14 a\ .04-13/16 at •• 

ptll'e4 wl~ Ia .... '• ('110-.Uoa at .0&-7/16. U wu r.porW tru Dnpt 
\b=t \b= t,...._, 1a \M 7U& ... a\VlloaW to \b= ru•• at ...,ual floe• 

IIDJII ~~~~ \o toralp loub 1a D•ch·', ..a - t-he .. lir \b= 1a.......-1• at 
aa1-.. ..,.1• ... ~~~~. 

CONF\DENT\AL 
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Ye pvobu..t ma tboo e.ngke4 ec......,to ot U.. 'blllllao 1 lat.4 'below \be 

foUowiac -to of col4• 

!loa :r..tual ........ Jalt 414 ""' n port "'Ill - llla1paeata of col4 " 

\hh 00Wltl'1o 

Ja H• tppNl'e4 b tboo :aw York !rl- \o4q, otatiac ._t H wu 

-'llll0e4 oftlclall7 la Loa4oa \bat ~. Clo..-t ot ID41a 11M prohl'bHe4 

the llport or pt>Ort of col4 u.p\ -..4.r u-. •. 

!loa !r~'• price tor forelp oU.,.... \o4q WM tlxe4 ....,hpp4 at )51, 

11aa4T u4 ...._,, price ,.. t1D4 at 34-"J/'14# atf 1/1#. m- U.. ~ ot 1/'14# 
'below the htM'Q%71 • price w .. _,llta1- 'b7 l!aad.T r4 ...._ the !'nuv7 1wt 

1ll \he pae\ ..,qul.J'..t 1101\ of U.. . u ... r ottar..t tor aale 1ll tile ..., Yodt Mrloa\, 

!Ida co..UUoa pre'rail..t \o4q u4 we 'boqll\ 1a ..., York a "tal ot 700,000 

crcmcoe 1lllllAr U.. lllnr Pvchaee Act, 

Mr. Gv4.ur of the :r..teral J.aern Joart telepboud. .. tcd.a7 la raprd. " the 

tors ot \1>8 weakl7 .,u. atat-t Wlllolo wiU llereatter 'be 1u'lle4 'b7 tile J)epart-t 

ot eo-. It ,.. ..-... atw I lied. co-.J...a Mr. :a-tala, \bet u.. .,u 
held. 'b7 t ile :r..teral ... _.... Jalt ot •• York, .. :riacal .&cat at \1>8 '11l11hl ltaha, 

ill the - of tile Jalt ot :lrull .. :riacal Jcut ot :lrull, abould. 'ba 11lol'llle4 

11.t14ar the hM41ac1 1Cio14 lieU llll4c aaracl< at P..tual h•- :llllllao tor :roralp 

-'ccout•. !bia wiU 1....re ..,_.aq ot "tala, witbout refta11ac \be ......n 
acCO'Illlt llll4c rater-, 10hiolo l a .U oal7 - at W a aact tiJpe. 

Mr, lien ttriok, 1111o --• \be prea1Uilq of U.. :liS oil Jttr~AN7 l, callel 

tcd.a7 t o UT cooGle• le a.Ua a ...- fro• Ia~ oa \1>8 ..,., 

Mr, Lero7...ltlllllft, :rilllllClal Oolluelor ot \1>8 J'rell&llliUuq, a\a\el W a 

aontac, Wldle la tile h~, that the priaoipal ••en ot the O..ral Oo101laaloa 

for :rr...a war pvobu" b thla OO'U\rT will l eaTt ... ope ..xt wok, eHIIer til \!Ia 

clipper pl&M or tboo ._, !loa croap will 'be heale4 'b7 Mr, llloeb h 1• , ,_ I haw 

laloft tor ..... ral 7MH aa a pertur la I.u ..... :rr ..... , Parle , r4 wllo wu a _..._ 

ot tboo '-Nl• fbaiiOlal .t .. l .. h.re illlrlac tile laat w.r. 

h a ooaTeraa\1• \hla aorlliac witll Mr. Plua\, Pball01al Ootauelar at tile 

:lrlUah • 11aaa7, lie \ol4 - tboo\ a 'baok ill ..., York llel oet1aat.4 \!Ia _._ 

bol41aca ot cou 1a loTle\ lluala at preMil\ a\ allo'll\ .1,100,000,000 11111 tile -.1 

pro<l:lloUoa a\ ~)oat 5,000,000 - · 

Mr, Yaat , l'ice Preailaa\ ot the 11ga •uoaal :laak, callel hUT wi til 

rater- " u illq'lllrT Will oil thet 'bllllk receiT..t fro• Yhlk 6 Oo11JPIIII7, lw Tan, 

U •- that 'lhlh 6 OoiiJP&Il7 haw oe r taia _.ta ... \baa troa 'l\acllalaTia, r4 

CONFIDENTIAL 
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u.q r~eted. \Ill :11"" .U \o f1a4 ""'' f or - 1t \Ill 4ollare r-1ft4 l7 \Ill 
Po•' OU1oe ».pert-\, a p.-a\ of poe\e1 110aq ort.r r.mu-• \o l'llce•l ana, 
coul4 l1 • ...,_..._ oa4 tlppl1a4 \o 4ebh owN l7 \ha ~~a\ieaala ef ~' oou.U7 \o 

ooopaa1•• b \Ill Va1\a4 I'-'-•• 

CONFIDENTIAL 
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OFFICB OF '1'!111 COIIIIISSIONBII OF CUSTOIIS 

There ie attaohed tor your elpature, 1t you oo11our ill the 
reoo ... a4atioll oo11tai11ed therelll, a oo..uDloatlon addreeoed to 
the Prell bat, truai ttl II& a dratt ot u 11Zeo11t1n Order ald.~~& 
oertala •hall&•• ill the tlel4 or~&~~lsatloa ot the Oueto .. Serrioe 
1a the State ot 'l'GU, to beoo .. etteoUn thirty 4aye troa the 
4ate ot approft.l ot the order. 

Thoo •hall&• 11\ forth ill the propoaed IIZeouUn Order are 
reo-elided 111 the illterNte ot 100110017 1114 a 110re ertlolot wper­
TleloD of the ouat ... bu.111eu 111 Ouet<>M D11\r1ot llo. 13, U ..U 
ae 111 the territory to be trautarred troa Dlatrlot llo. 13 to Dla• 
trtot llo. U (o.lnatoD) • A 11'0111& of t7 ,600 per OJlllua will be ao­
ooapllahed by """ traurer or the -4<1•rtlra port or Dlatrtot llo. 
13 troa SaD AlltoJlio, T .... , to LarMo, T .... , 1114 the abolltlon ot 
the ou.to• ortioe 111 ll>rt llorth, 'l'GU. 

'I'he rNeou ill aupport ot the reoo-1114&Uon that the11 o~e 

be ade are pointed out ill the draft ot the .,_,loa Uon a4draeoed 
to the ~e14eat; hanoe, 1~ 11 unneoee.ary to raatata tb .. 1D tbia 
~ra.A4v.a. 

The quut1o11 ot tra~~~terrlll& the hea4q,uartere port ot D1atr1ot 
llo. 83 troa SaD Antonio to Laredo hu be111 41eou.eed wlth !loa. Barry 
p, Hornby, t he preeent oollaotor ot ouat<>M at -Antonio, Ul4 D-. 
llo~y hll etatld t hat hi 011111ot sin uy ..alid ruooa tor oppoll.llll 
euoh trauter. lie reoo-•1141, bo ..... r, that SaD Alltonio be retallled 
ae a port ot utry. Th1l appeare deelrable at t he prea ... t tllll, 1114 
you will DOte that J'Uacrsph 3 or the propoeed order will erteot 1 t1 
ret•Uoa. 'l'loo oolleotor &leo reoo•ad• that ODrpua Chr1ot1 be 
traaat.rred to the Gal:ruton D1atr1ot. 'I'hla, llhwiae, 1• ballned 
to be a4Tll&bl e 1114 ia oo..-.red by Paracraph 5 ot the order. 

57 

U 11 thought that by a ~nt ot the apeoe 111 t he Fedaral 
Bu1ld1JI& at LaredD 1t will be poeaible to ao..-tl the perao1111el 
to be traaaferred froa au AntolliO. 

I reali&e that it la nry lllraly that aoM obJeoUou will be 
aubal Ued by the Seutora, ontain OD~~&r~•••, ottiolala ot ~ra 
ot OD000101roe, ID4 o t hara, ... laat t he tranatar ot the hea4q,..rtera ot 
the diatr1ot troa au Antonio to Laredo, 81>4 the •hall&• 111 the -
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ot ~o 41a~r1ot. C1Tio pr14o will bo tbe b&o1o tor 'boir obJoo­
Uona, bowonr, u4 I u ot tho op1n1on 'bat oaUotaotol')' a­
planation• oaD bo .. 4o, oapoolall7 oinoo tbo olt7 ot 8&n Anton1o 
wUl bo ro~1Do4 u a port or ontl')' an4 tbe 1aporton 111.11 outtor 
ao 1aoonYen1e.Doe or curt.allaent ot tbe eenloe DOW belna Nll4ere4 
to tboa. 

CO•plainte troa the aute aouroM will, perbape, be reoe1n4 
11poo tbo abol1 Uoll ot tbo outou ottioo i.ll J'tlrt Worth, 'l'uaa. 
S&Uotaotol')' an.,_ro to thooo oaaplo11lto .. 7 bo .. 4o, u an ottioor 
will bo 4oto1lo4 troa tho port ot Dallu to hu4lo -toftr bu1llooo 
•7 arioo at J'tlrt 'lor'b, an4 oh1-nto .. 7 bo .. 4o to 'bat citT tor 
otoi"O«o 1ll tbo bou4o4 wuobGaoo. the bu11looo a t J'tlrt 'lor'b 4o-
ar ... o4 .. tor1all7 4urtDc tho tlooal TOOr ot 19~. 

Regraded Unclassified



-

tD tu , .. ,...,. 

- 1D O!WTSSX(IU!i r. C1Dft0111 

ft-. I.e.,..._. ,.r,..... a~-. lt -- Sa tM 
1111 'tlea _...._.. ~. • Mtlea .,..r••••• te 
tM ......_,, '-''"--a tran at M __.,,.. ONft ~ 

.-~. t ..... - tl.U ~*"• ., .. 0.- e.n.. 

..... _ .. at -· .. .._ .,.." ... ~rtr ...,. ,_ .. 

.... at q; 10al at - ~Her, 

,. ...... --"- ............. , ... ~ ... 

59 

I II ... Ia tM &1\l .... tl af ... 8 - attlll- ..,..._ 

... , .. ot - ---- " 0.- Dlllrllt ..... .. ..u ....... ..n .. ~ .... -~ ,_ ...... , ........... . 
trtlt ... a (Cial.ftlto&l) . A ....S:0C at tf,too par- lll11 M­
--.lt~Mt .., * '-f• er till ~ ,_. flit DUlrtat ... 
II,_-AI~,-· ........... , -,- \Ill IMU\I.Ia It 

\Ill -- em ... ll JW\ -...-., -· 

ftl -FIEf Ia ... ,.... It \Ill Ill ' U• ... , - • p= 
M _.. ... ,. .. , .. "' ll tlla •ran It till -s•U• ... 11111 .. -,..., .. ,, ...... " " ........ ~ .......... -.. ''" 

ftl ,_,.._ at '-lll'l'llll - hd...,\ln part at DU\Iilt 
.... ,_ ....... _ .................. , ........ Ill& .... llanF 
r • ......,, - ,_. .. u ...... er -- " ... u...aa, _. ... 
....., ._ -- "'' • - li"-. ...ut - r ... .,..."­
_. .....,.. .. •• '·· M sew • .._,a. .u-.s. M n-..... 
.. a,.... at=~· fts. q;- t.INU~at- ,.._, U..,­
- lll11 .... tMt IOUaolfo ... I at till ,..;1111 ~Her lll11 lttMl ltl -"=· ,_ =u..- .s.. : .. "" o-,.. canns .. 
t wa• .. "' lal-- Dlltrtat. fts., ua.l.la, Ia Mu...e 
.... ahliUll ... " ...... .., ,....,.... • et ........ 

" " .......... .., a ............. ., -a,... .. - Jlttanl 
.. , ..... at laNAe l\ lllU M ,...11111 .. II .... - pill al 
.... " w ... ,_ ... -s.. 

I ..&&a \'It l\ Ia ...., ~ \'It - MJMts- will .. 
......... Ill)' - ... -., ..-&8 0.$ I , ltftallll at , 'Ua 

at 0 ....... a-.., ... u., tU -~ flit - lku'pt"P\Ira at 
\Ill tlltrtat ,_- AI...U • laNAe, _. - ....... &a tlla -

I 
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-.-
et 11M "•~rtn. Chla prtta wlU M t.M Mala tor t.Mlr ••JM­
\lou, -er, allll 1 • ot t.M oplaloa t.Mt oatlatoa .. I'J' •­
Jl.u&Uau - M .... , oopeelal1J ol- t.M ol\J et llaa Aa..UO 
wlU •• rotalallll u • ,..nor ut17 .. , tM lllportaro wlU ...rtor 
110 1-•~ooloao• or oartall.Mat or t bo oomoo 11011 ••U. J'lllllor .. .. \1>-. 

~lab troa \1>0 - oovooo wUl, ,. ...... ,., llo rooolftd 
..,.. \M allollUaa ot t.M •u- ottloo la hr\ S.\11, -.. 
llaUoto&\117 u.wro .. t-o ~late •J M -·· u u ottlHr ull •• 'o\&11 .. troa tM ,..., or lla.Uea to .._.1• _...,.... M8'-
., art .. ot "'" lror\1> , - lllll~u • J M - \o ttat oUJ tor 
o\ONC& 1a \M -• ...-.. fto -la ... at "'" lror\ll .._ 
. ....... •tor lal1J 4vlq tbo tlooal ,_.. or 1939. 
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HIIJr: 

V1ll1am 
Bu.llitt: 

H\!Jr: 

B: 

HMJr: 

B: 

IO!Jr: 

B: 

IIMJr: 

B: 

HMJr : 

B: 

HMJr: 

B: 

HMJr: 

B: 

IIMJr: 

B: 

Bello. 

Hello, Henry. 

l!ov are yout 

Hov are you? 

October 30, 1939 
.10:02 a .... 

I'm tine. Bov are you , Billt Ballot 

Bello. 

Can you hear met 

I can hear you Yery vall. 

Bill, I van ted to ltnov whether it vou.ld be entirely 
agreeable to you it Butterworth, Vho is oomlng baok 
on the 6th or 7th ot NoYember •• • .•• 

Yea. 

• •• ••• would spend a oouple ot daye in Parle to ••• 
some ot the Treasury and Bank ot France people eo 
that he could bring baok to me vhateYer they might 
haTe in mindt 

71 

llhy oertainl:y, Xatth eva oan introduce him to e'f·erY ... _ 
bod:y here. 

1'1ne. Well, there - - I • d like h1a to eee eoae 
the people that you think are worth while. 

Yea, tine. 

But I didn't vant to do it Without talking to :you 
t1rat. 

No , no, that'• tine. Xattheva baa all ot those people 
on the atr1ng nov. He oan do anyth.ing he p.leaeea V1 th 
them. 

rine. Well then I ' ll .. nd a oable. 

He'll be delighted to take Butterworth to an:rbod:r :you 
want . 

Regraded Unclassified



HMJr: 

B: 

HHJr: 

a: 

H!~Jr: 

a: 

HMJr: 

a: 

I!!{Jr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

f!MJr: 

B: 

HMJr: 

B: 

HMJr: 

a: 
HMJr: 

HMJr: 

- 2 -

Well then I ' ll aalt the State Departsent to order 
Butterworth to spend two days 1n Parle. 

Yeah, t hat 's tine. I'll be perfectly delighted. 

72 

But I didn't want to do it Without asking you tiret. 

That 's very nice ot you. I•m perfectly delighted. 

Thank you so muoh. 

Now -- Henry, vhat do you t hink the prospects are 
tor the t at e ot the paaaage ot t h ta bill' 

Oh, I'm not worried about it. 

But you t h ink it Vill b e paned by Thursday or 
11-ida)"t 

Oh, yes. 

You do think eo? 

I -- I'd bet -- oh, I'd give liberal odds on 1t. 

On Thursday or Friday? 

Yes. 

Oh that ' s tine. I'm delighted. 

Well, I'd say t hla week. 

Yeah. Fine, Henry. 

I ' d say thla vesk; I ' d be t heaVily on it. 

Yeah. Well that• a avell ; I ' m perfectly delighted. 

R1ght. Hov•a your healtht 

Ob, tine -- I -- are you a l l revived again? 

Pardon me? 

Are you all revived again? 

Oh, you -- vho vere you listeni ng tot 

Regraded Unclassified



8: 

ID!Jr: 

8: 

HHJr: 

8: 

ID!Jr: 

8: 

ID!Jr: 

8: 

IIMJr: 

8: 

ID!Jr: 

8: 

ID!Jr: 

- 3 -

I'• 11eten1.ng -- I d14D' t .. Y that -- I .. y, are 
:rou rertnd again! 

Not entirely, no. 

i 3 

Because you told me the laat time you talked to me 
that you were under the weather. 

Yeah. Well, I'm all right but I could uae a couple 
ot veelta ot that place 1n Ouba where you vent to. 

(Laugbe) It's a good plaoa to go. It you've got a 
hol1day try 1t. 

o. JC. 

Only don't sVim out too tar and get eaten by the 
barracuda. 

Well , ve•ve got those 1n Washington. 

Yeah. (Laughs) .Ul r1ght, Henry. 

All right. 

My regarde to your vita. 

Thank you. Thank you. 

Oood luolt, 

Regraded Unclassified
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:1- 'j • ~ .......,.. 
llr. l'olq oallad the COD&J'ea-.. 

yeatard.,-. Tbe Conare aSMD aa14 

that it the rul1n& • •• aoins to be 

od~erae be didn' t WBDt it , 

7oley eugaaated tbat he reed 

an Opinion ot the Attorney Gaaerul 

dated Juno 28 , 1867, aad if he disagreed 

>t1 tb foley (that tbe ruling 100 uld bue 

to be adYorae) be ahould cal l hila. 

\e baYe bad no call. 

... 

• 
' 
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Ill\ • J'OLSY 
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llliJr: 

Operat or: 

HMJr: 

Frank H. 
Buok: 

HMJr: 

B: 

llliJr: 

a: 

HHJr: 

B: 

HMJr : 

. ·:_ -tr't "'" ·~ - -. ,.,..,,.,., .. • . 
. . · : ..... . 

· ... ~zJ~ 

Hello. 

Go ahead. 

Hello . 

Hello. 

Korgenthau t&lldna. 

Ootober )0, 1939 
10:10 a •• • 

'lie, Mr. Secretary. ~hie ia Oonaree.-n Buok ot 
0&11torn1a. 

How'• the weet ooaett 

Fine, thank you. I haTe a requeet troa the west 
ooaet that I haTe to put up t o you. 

Yea. 

I oalled up the Bureau ot Internal Re-renue on th1e -­
Saturday and talked to Wenohel and he ea1d that it 
wae a matter ot policy and would ba-re to be determined 
by you entirely. 

Yea. 

~e - - eome people out there W'ho are tigbUna tbia •au and egge propoeal1 ot W'bicb you han llO doubt 
beard • • ~ . . • 

Yeah • 

••••• • aalted me t o get a ruling troa the Coaa1aa1oner 
ot Internal Re-renue •• •••• 

Yea • 

• • • • • • a a to W'hether tbeae warrants, 1t t hey ahould be 
o1roulated, would be eubJeot t o the tax under aeot1on 
1900(b) ot the Internal Re-renue Code. ~at 18, that 
ten per oant tax on o1roulat1on other than that ot 
na t1onal bank a. 

Yeah. 
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B: 

HMJr: 

B: 

ID!Jr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

ID!Jr: 

B: 

HMJr: 

- 2 -

And he d1dn' t want t o ulte a ruling without your 
author1~1ng 1t t o be done. 

Well, I ' ll -- I'll look into it rigbt away. 
Whioh - - What do you want me t o do' 

Well , I ' d l i ke to have it ruled that they -- I think 
it1 e -- to my notion it is positive t hat they are 
eubjeot to the tax. 

I see. 

And I think it would be perfeotly proper f or you to 
make a ruling of that lt1nd. 

If it ' s not an iaproper queetion, are you tor or 
against 1 Raa and egg•"' 

I'm decidedly against it. 

You're against it1 

Yea. 

o. X. Well now , 1ft me -- I ' ll tind out and t hen I ' ll have eomebody, - - I 11 go afte r it right away. 

All right, and you ' ll have eomebody let me know? 

Yea , I will. 

All right , thank you ••rr auoh. 

fbanlt you. 

• 

Regraded Unclassified



ID!.Tr: Rollo. 

Ootoller JO, 1939 
10120 .... 

Operator: Oha1ru.n loolu 1a oxpeoto4 111 about 45 a1Jiutu. 

HM.Tr: Well, 1t Barr1oon 1• ot1ll buor 11•• •• Allan 
Sproul. 

O: All right. 
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~~~···-~ .. ~-.,.~···· : . ~ ... 'l'lliSIJ.~ • . . • • • 
li ... • • ·~- ... tiC .. ~ • • ,. ..... . ~ 

P.M.Jr: 

Operator: 

HMJr: 

Jerome 
Frank: 

HMJr: 

P': 

Bello. 

Jeroae J'ranlt. 

Hello. 

Go ahead. 

Hello . Tb1e 1e Jerome. 

Hello, Jerome. 

October )0, 1939 
ll:2} a.a, 

• 

I wanted to tell 70u about what I've l earned on the 
Rosge th1ng. 

R181lto. 

I epou to Cheat er Lane. 

Yea. 

He 1 • got ver7 d1Bturb1ng 1ntor mat1on. Rogge vent 
out there , aelted to have eent V1 th h1m one ot our 
beet men •••.•• 

Yeah • 

• . .... whom he designated , Vho vae to epend ten daJ• 
v1th h1m, 

Yeah. 

When he fOt there h e eatabl.1ehed headquarters at 
the D. A. e ottlce. 

Yeah. 

He appe.rentlJ eav e01te people, he had a preu con­
ference at Vhlch our tellov• weren ' t preeent. 

Who , the D.A.t 

lfo, JobJI, 

John Rogge had thatt 

Y... Be then -- he then 
thing, be bad an evening 

let ae •ee, the next 
one evening vl t h our 
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IIM.Jr: 

F: 

!l}!Jr: 

F: 

man 14 Cohen, that he aelted to come ou ' there •••••• 

Yeah. 

• ••• • • in which he talked practically nothing about 
the matter. He had a oonterenoe with the Giannini's; 
he etated that be bad had a or1m1nal reference trom 
ua on a matter atteoting them; t hat he had to aee 
all their books or else he'd have to take 1t before 
a grand Jury, and t hat he wanted to eee everything 
eo he could make up his mind wha t be ebould adviee 
the ae"reral department a to do. 

Yeah. 

The -- he len without having any further talk with 
oul' boye and vent away With eomebody -- a lawyer 
Who ie -- Gary, Who is in one ot the X. R. Giannini 
case e. 

Yea. 

The Vhole thing ie very dieturbing to ue. 

Yeah. 

He - - I phoned hi m this morning and aaid I wanted 
to eee him and he said he vas trying to arrange tor 
a conference between you, the At torney General, 
h1meelt, me, Cheater Lane our General Counsel, and 
one ot our other tellove. 

Yeah. 

Apd he would let me know later. 

Yeah. 

I didn't eay anything to him about Wha t I had learned 
beoauee I didn 1 t know many ot the part1oulare, but 
I'm - - I'n got a phone oa.ll in tor him nov ln which 
I'm going to say I've heard t hinge that dleturbed me 
and ot ooure~ I don't belie"re them. 

II he baoltt 

Yee, He'• baok. 
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J 

HIIJr: 

F: 

l!MJr: 

F: 

P.>lJr: 

F: 

ID!Jr: 

F: 

Hl.:Jr: 

F: 

\ 

- 3 -

Oh, I di dn't k.oow that. I didn' t k.oov that . liell , 
I suppose you're not go i ng to let any grass grov. 

I certa inly am not . I' ve got a oall in tor h i m nov 
1n which I'm going to eay that I ' ve heard some dis­
quieting thi ngs and ct course I do~' t believe them. 

Yeah. 

Now, it may all be very innocent. 

Yeah. Well, if you ' ll keep no pos ted, why •• •..• 

I will indeed. 

••• •• • I'll apprecia te i t. 

I certainly shall. 

7 hank you so muoh. 

All r i ght . 
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BHJr: 

Operator: 

SUIUier 
Welle a: 

Hl!Jr: 

V: 

ID!Jr: 

V: 

I!KJr: 

V: 

ID!Jr: 

w: 
HMJr: 

v: 
I!ICJr: 

Hello. 

Go ahead. 

Hello, Hen17. 

Hello, Sumner. 

Ooto'ber JO, 1939 
3:21 p .a .• 

eo 

Renr:r, I've had a ohanoe nov to go through that 
oorreapondence that you apoke ot. 

Yeah. 

And .alao oerta1.n r elated matters and I'd be delighted 
to oome over to ••• you thia atternoon lt you 're 
tree. 

Vell, let 110 just think a minute. 

Or I oan do 1t early tomorrow morni ng, it that' • 
better. 

No , let me just eee a minute . No, I'm all tied up 
tomorrow. l have prees at 4 o1 olook; how about 4:30' 
!hat•• all right. ~t would euit me very well. 

Fine, I 1 ll be glad to e ee you. 

I'll oome over at 4:30. 
Thank you. 

B:r the va:r, ReDJ7, have :rou got anybod:r yet tor 
R1etlert 

Vell, R1etler only oue ln tbla 110rnlng and eald 
hie papa vae very eiok. 

Y.ah. 

So I have nobod:r. 
anybod7. 

I don • t ltnov Where I 1 11 going to get 

!bat• e a problem, 'beoauae the tlae 11 ahort. 
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liMJ r: 

V: 

l!MJr: 

W: 

81 
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Yeah. Well •....• 

Well , that•e one ot thoee th1nge. Vall, I'll talk 
to JOU about it When I oome OYer. 

Thank JOU. 

Thank e. 

Regraded Unclassified



Oot ober 30, 1939 
3:52 p. a. 

ln.!Jr: Hello. 

Marriner 
Eoolea: Hello . 

P.J.!Jr: •!arrinor •••••• 

E: Yeah. 

!fl.:Jr: We made it July 1, 1 42. 

E: Comprom1aet 

!OUr: Yeah. 

E: Huht 

HMJr: Yeah. 

E: 

HMJr: 

E: 

HMJr: 

Well, that's all right. I t hink that's a-- that'• 
a good deal and ••.. .• 

I t ell you, I don't teal quite aa ooafortable about 
the world situation as I did 1aat week , and -- eo 
we talked about 1 or 2 montha, and t h1a is the t1ret 
oaah otter. 

~hat's right, this-- this-- t he other wasn't a 
oa ah ott er. 

And this ie the tiret oash otter that any government 
in the world has made the publi o ainoe the war 
started. 

Uamo~ - -I hadn't thought ot t hat. I guess that's 
right though, isn't itt 

Yeah. 

But it1 a •••... 

Well , it I err I err on the aide ot 

132 

Well -- well, I don't t hink-- I don't think that - ­
t hat you oan eay t hat it's an error at all because •• ••• 
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HM.Tr: 

E: 

HHJr: 

E: 

ffii.Jr: 

E: 

m:Jr: 

HJ.!Jr: 

E! 

83 
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lte figured tllllre 1 8 a margin ot trom 16 to 20/32Dda 
on H . 

16 nov, trom 16 to 20. 

Yeah . 

Um-hm. Well that-- that'a pretty good-- that's a 
pretty good deal. 

That ' s al l right. 

A one per cent on a 2 and three quarter. I mean • •••. 

But don ' t -- but don't torget that Thureday the 
market vent ott a halt a point in a dey and it'• up 
a halt a point today. 

Well , that vas the wrong 
cauee. 

I know. 

that vaa the wrong 

I - - I would think on a long bond -- ot couree, I -­
I think that's out tor sometime; I'm not eorry per­
ftonally that it ie, but -- but anything as short e8 
thia with t hese banke in t he position t hey are, 
needing earnings, needing loans, needing investments, 
it-- it just can't-- it can 't fluctuate much ••... 

Well •.•••• 

•••• •• and 1t oan•t tail, a.nd •• ••.•• 

We ' ll do the beat ve can. 

Liaten, I vas goi ng to -- I vae going to aek you, 
the -- the financing nov th1e ie about this 
ie all you haTe in mind, ian•t it •.•.•• 

:rha t 1 a all • 

••.••• until December now1 

Well I may -- I may anticipate the retunding. 

Oh, you mean the March -- you moan on the ~£reb? 

Yeah, but I don ' t plan anything •••••• 
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E: 

JDIJr: 

IDIJr: 

E: 

IIMJr: 

E: 

HMJ r : 

HMJr: 

1: 

HHJr: 

E: 

lll!Jr: 

E: 

HMJr: 

E: 

l!ll4r: 
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No new mone7' 

Vell , 500 a ill1on dollare eoaetiM between nov and 
the tiret of January. 

Yes , but - - but what I -- what I va s thinking or, 
the - - tbie will likely be closed tomorrow, won 1 t 
i tt 

Yeah, that ' s right. 

And as tar a e the 
concerned .••.•• 

Yeah. 

the open aarket coaualttee is 

• ••..• t hat it-- i f it were neoeaeary, if the eitua­
t1on deYeloped to where ve felt 1t vae neoeeeary ••.•• 

Yeah • 

••• •• • to do eometh1ng in t he aarket , either by 
evi t chee or - - or turniehing certain eeouri t1ee 
it there vae a strong demand •••••• 

Yeah . 

••. ••. or a weakness , e1tber one •.. • • • 

Yeah. 

• •• • • that we - - ve would f eel tree t o do it. 

"hat '• right. · 

Howenr, ve wouldn ' t do it without -- without call­
ing yoa up and telling you the vay we felt about 1t; 

I'd appreo1ate it it you'd call me first, but ae tar 
ae we're concer ned you're tree nov to do anything you 
want. 

Yeah. Well , we'll -- we'll call you about 1t and ve 
don ' t han anything particular 1n a1nd at ell be­
cause the market hae really been -- been taking oare 
ot 1teelt pretty eat1etactor1ly. 

I think Y8ry eat1etact or1ly. 
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E: 

I!I(Jr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

IIMJr: 

HMJr : 
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But t here 1a a poaa1b111t7, 1t 1t above -- 1t =-7 shov an undue strength. 

Yeah. 

And 1t it does 1t may be advisable to -- to turn1eh 
oerta1n 1 .. uea to the Cl$rket in l1m1 ted amounts •• • •• 

YeRh. 

•• .... r~tber than have it go olear up again and then 
have u1 in a position Where it V1ll need a lot ot 
support. And i nasmuoh a s we have indicated that it 
ought to be a two -- a two-wa7 street. 

Yeab. ,. 
'l'bat -- that I - I wouldn't -- I'd really l1.ke to 
let some ot the aeouritiea run ott, eapeoiall7 1t 
the market above a lot ot etrength, 

Well , 1t 70U get into that mood give us a ring , but 
there - - there's no reason nov- you shouldn't move 
1n any direction. 

Well-- well , O.K. Now there's one other th.ing. 
On the -- you expeot to continue to otter billa 
each week tor an 1ndetinite period' 

A 100 million rroo now on. 

A 100 million' 

Yeah. 

You mean 70u quit • ••••• 

The7 qUit the 150. 

Have 70u announced thatt 

llo, but I V1ll at - - in about tin or hn minutee. 

Oh. 

I don't need the mone7. 
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E: 

I!I'.Jr: 

HMJr: 

e:: 

E: 

Hl(Jr: 

E: 

HMJr: 

E: 

HHJr: 

HI!Jr: 

... -· 
l!I.!Jr: 

E: 

HHJr: 

E: 
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Wel l, no you don't unlesa you va.nt t o carry balanoea. 

No. 

And I -- and you don't need to carry them. 

lie • ve got all • •.•• 

You oan always -- you oan always ge t the bill money. 

Oh yes, we ' ll stay -- drop it tor a .whi l e -- I mean, 
t he extra 50 and then when we need it we can go 
back again. 

Um-hm. Well , the new financing then ia pretty well 
out of t he market until Deoember. 

~t•s r1ght. 

I'm figuring on going out west again next week. I 
got out, a s you know, but hel l I never got more 
than t here and turned around and came back. 

That• a right . 

And I would like to-- I haven't been out or here 
except that very Short period since a year ago 
last -- the first or this month. 

Yeah. 

A year ago in Septe ober. 

Yeah . 

And Congress ought t o be ou t here possibly this week -
with t he financing over with • ••••. 

Yeah. 

•••... end it doesn ' t look like they ' re going to have 
any -- anything or any very great importance in 
November. 

No. 

And I think it ' s one or the beat times tor me to get 
ava1. 
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RIIJr: 

I: 

BXJr: 

HKJr: 

E: 

HMJr: 

!:: 

- '-
I thillk ao. 

Wall, I ' ll poeaibl7 Ml JOU beto:re I SO• 

Yeah, ~ tbat. 

87 

And I Juet -- I van ted to oheolt v1 th JOU eo 11' JOU 
aee an7 :reason vhJ 70u t:b1nlt I ahouldn • t, I w11h 
JOU1d let me know. 

O. E. 

All r1gbt then. 

fbanlt 70U. 

OoodbJ8. 
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pot~ber 30, 1939 
3157 P••• 

IIMJr: Hello . 

Operat or: Mr. Harrison. 

HMJr: Hello. 

0: Go ahead, 

!CUr: Hello. 

George 
Harrison: Hello . 

HMJr: Georget 

H: Yea, air. 

ID!Jr: We made 1t July 1, '~2. 

H: So Rouse Juet told me - he heard t rom Bell. 

ID!J r: Yeah. 

Well, I -- I thi nk that's all right. 

Sure 1t 18. 

(Laughs) I I think t he other would have been 
all right too. 

It-- it might have, but I'm no.t quite as-- I don ' t 
teal quite ae comfortable about the vorld situation 
thie veek aa I did laet, George. 

I -- I eee. 

I'm -- I'm a little more nervoue. 

Well, 1t 1 a a little ao it ~n't hurt much. 

Yeah, I'm a l i ttle more nervoue • 

.Ul right, 81r. 

o. !C. 

1b4ftk you t or letting me knov. 

Goodbye. 

Goodbye. 

[ 8 
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HMJr: 

Harry 
Hopkl.na: 

m~Jr: 

H: 

H!o!Jr: 

H: 

!D!Jr: 

H: 

!INJr: 

H: 

mar: 

H: 

HJ{Jr: 

H: 

HMJr: 

H: 

Hello . 

Hello, Henry. 

Oot 9ber 30, 1939 
4:24 p . ... 

\~ell ror heavens sakes how are you? 

'llell, I ' m a live. 

Well , t hat•e something, isn 't itt 

£9 

It certainly i s. I was wondering ir there wee any 
ohanoe or you stoppi ng by on your - - berore you go 
to your social engsgemen1a tonight . 

I d1dn 1 t hear you very well, Harry. 

I wondered 1t there was any ohanoe or you stopping 
by berore you begin on your social engagements 
t onight. 

St op by where? 

St op by my house. 

Oh. 

And say hello. 

When are you going to be home? 

I'm home now. 

Well, they told me you were at your ortioe . 

No , I don'' know wher e t hey got that. 

Oh ror heaven• sakes. 

My God, I wieh I were, Henrr . 

!hat - - Why ••••• 

I'm propped up in bed with a nioe radio and reading 
the evening paper. 
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HMJr: 

H: 

Sure I'll etop bT - I'd lo•• t o. 

Fine. I tried to call Elinor but I couldn't t1nd 
her. She'• out •••••• 

HMJr: Oh. 

H: 

!I!!Jr: 

H: 

&1t1r: 

H: 

l!lt.Jr: 

H: 

!!MJr: 

H: 

...... -- out calling. 

Oh. Vell, I --it I can ge t her ••• ••• 

It you can ge t her, bri ng her with TOU, will yout ' 

You bet. 

Grand, Henry. You know where I l1Tet 

Yee, we do . 

.Ul right, old boy. 

Swell. 

Goodbye. 

Ooodbye. 
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TREASURY DEPARTMENT 

W ASHINGTON 

or INl liUI.AL It IV DIU I Ootober 30, 19Si, 

Jo seph K. SChenck io the domina tinS figure in each or th:roo caaee 
1nvol'f1Ag all416..,_ onaion or incau toxu, ~, hio own 1nd1rtdua1 
oa oo, tho Willilllll Biotr oaae and tho ..,_called 'lWentioth Centuzy-Yox 
r<001'pl>izat1on cue. '!hose casu were retorred to tho Departm.mt or 
1ust1ce in J'une and J'uly, 1939, with rec..,•""ltion.a tor crim1.J:Ial. 
proaeo11tion. 

'!he aoat illport&nt or the th:roa 1a the :reo1'pl>izat1on caao, llhich 
inolna 1oooph SChanck, William Goetz, D&rrJl Zanuot, and others 1n 
ohorsu that they conspired to det:ralld tho 11A1ted Statu or taxes d11o 
as a roOIIlt ot tha merger of t he J'ox !'ila Corporation 8.lld tho '1W11t1eth 
Cont\1%'7 Piotures, Incorporated, 111 tho :roar 19315. 'lllia alao i.ncludea 
tho •hart!• that tha taxpayers bribed Renn11a Aact ltadia to falsif7 hia 
ortioial reports. As a reOIIlt of a thoroiJ&h 1nnot1gat1on b:r field or­
tioera ot tbe Bureau of Internal ReTenue and .ubaequent e%baust1Te re­
view or thoir reports, ao well eo oaretlll ana1ya1a or tho evidence b:r 
competent attorneys, reorganization axparta and o4min1etrati Ya off ioiale 
ot tbe TrOOe\1%'7 Department, 1 t -• unanim011ely oonolllded that tho evidenoe 
or trolldlllent intent was sllfticiently atroDS to -..rant crilUnal proao­
OIItiOn. 

upon :r<OOaipt of the case 111 tho Department of 111at1co, 1t wu ginn 
Pr<IIIPt cono1dorot1on. SOon thereafter, both tho taxpi!J'era and their 
1"6al roproMntatine were atforded an opportlln1 ty to be hoard. At tho 
tirat a11oh ll8at1Ag Assistant Attorney Cenoral l.lorria quoted the Attorn.,. 
Cenoral , 111 part, aa follows: 

•n.o piU'pOsa of tho conto:ronca 1o not to llndortate 
to bu.lld liP a caao; 1t 1a not oartai.Dl7 tor tho piU'pOSO 
or entrapp1Ag BD;YOIIS into lUll' atataent that might be 
41aedY&nt"680118 to the. • 

Sbortl:r thereafter the Attorn.,. GGaral entered tho heariDS , he haYiDS 
been in oontoronoo W1 th K01>a:ra. SChanoll:, Goetz and Zanllot 1n an adjoin­
iDS 1'0011. Be r.,.in..,_ only lollS anoiJ&h to address all concerned incllld-
1ng tho taxpayer• and their at~orna;ra, ata~ing, among other things: 

•u you know, in a prooeedi.O& we prea14e oTer or under our 
diroo~ion, thoro collld bo no artitioo in it and t horo are no 
t hoiJ&ht o or this sort or th11111 beiAS .... .., to put IUI)'Ono 1n a bad 
pool Uon, ao ploaao--ir tha~ io beot 111 o.ntbod:r' a lll1114--ben1ah it. • 

' ' 
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(Attached are .....,leta cop1oo ot t.be openiJII otot-ta ...t. 
'b)' both or thooo ott1oial.o u recol'll.e4 1n t.be approYe4 Ue.nooript) . 

Ioa.uoh •• th1o conta......,o -• bo1Jl& cOD4:ucta4 'b)' tho !)epartlunt 
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ot J'uatico, thooo prel1.aiJ>e.r7 etat-to noooooe.r111' cau- the TMaii\I1'Y 
ropr.eentatino to retrein .traa tollOWilll! their ulNal. practice or cloool1' 
queotioDilll! tho aocueod and the persona appeannc in their bahal.t; oona.­
quentl)', 1tJMJ;1 otat-nto Were lett unohal.luge4 wb.iah aipt otber'Wiee 
ban hoOD re.tute4, Attorne)'O tor the tupa)'el'O Wora sr&ntecl too DIOb 
11bort)'. In 1tJMJ;1 1natancoa detend1Dg oounool, b)' ab~t interruptiono, 
uno~eote4 roqueeta tor adjouramenta, and otailar taotioa, reacued their 
oliento when they were on the ••rea ot ll18ld.Dg d-illl! admiooiono or 
eta teen to op1llat their own intereah. Or41nar111', under olro,...tanoeo 
ot th1o ldn4, the TM811\11'Y repreee,.tatino would han inoiota4 that tho 
w1 tnuo be allowed to COII!Plete hie .tat-t and oounaol ..,u14 not baYo 
been pumittecl to 1lltertere, except 1ll tho proper aooortion ot conoti­
tutional. r1gbta. 

It Will be aeen, therefore, that tho pro<~eclure an4 tactic a -­
ployed dUrin& these oonterenooe preolu4e4 tho roprooentatine ot the 
Treaeur)' Department traa denlop1Jl& tho taota >dlloh ••- worthy ot 
conoidarotlon 'b)' thl Department ot J'Uatloo, l'ar 1110ro oorioua t baD th1o, 
hoWOYor, 11 the taot that the t~&)'aro and their attorne)'a, due to the 
liberties al.lowe4 th•, suoooe4od in loarDilll! IIUOh ot tho Government •• 
evidence which agento bod gathered without cooperation, but, rather, 
in epi to ot the t~ayera• eves in aD4 obetruotiYO taotice. II:Yon 
Attomey ca.rr ot the Deparlment ot 1\letloe, to >d!CIIl the caoea were 
l ater a811gnod , e~reaaod the op1llion that thooo hear1JII!e in that 
Department were conduote4 1n euch IIWillor aa to dot .. t tho boot intar­
eoto ot tho lloYormiODt ; that too ""'"" opportunity wa.o allowed the 
aocu- tup&)'aro and their attorneya to learn practicallY all ct the 
ortdonco in the lloYeD~UDt'o caae. 'lb1o 1111:Riee io tho rtew ct tho 
ropr.oontat1no ot tho 'l'1'ea.8uy Department >dlo ..... present. 

Sbortl1' otter the conc1uo1on of th1o oorioo ot hoe.riJII!o, a .. et1Jl& 
-• hold 1n tho Attornoy Gol>oral. • a ott1co which -• atton4e4 'b7 11r. 
J'ol.,., llr. Wonohol aD4 llr. Carpenter ot tbo 'l'roa.u.ry Dep...-t. 011 
th1o oocaoion tbo Attorney General. &DDOunoe4 that the la.,.are Wider 
hio supen1o1on >l!lo had rort- tho ""jor conep1raoy cue wro una..i­
mouoly ot tho opinion that tho tach did not warrant crim1nal. pro..­
cut1on. In tho d1acuso1on wb.ich followed hie attention -• directed 
to the tact that there _., a briber)' IJI6l• to tbo coso inYolYinC • 
tomer agent ot the Troa.u.ry Department >dlo bad boon MII>OYed becau.oe 
or h11 colluolon Witb tbo accuoed, 'lboroupon, the Attorney General. 
lnotructe4 Attorney carr to proceed to Loo AD&oloo tor tho purpooo ot 
praoentllll! tho Iilli• Blott caoe to the sran4 jUr)', an4, 1nc1dentally, 

- a-
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w .-na cenun wt-.... bel.iwa4 to !Ina t1ra\-lw>4 kDowlad&e 
ot the &llat~a4 bribeJ7. Mr. Carr ••u tllrthar 1utl'V.cta4 not w so 
on &117 "t111h1D.s apa4U10D.0 aD4 not to lAqldra 1Aw the raorglllliza­
Uon taatur .. ot tho oue DD.lo.aa "truiUUl laa4a or 1D.tomat1on• 
ware obte.1Aa4 b)' e,..UDiltion or the bribal')' cJ:Iarsa, 1A which 8YaD.t 
ho w.o to c.......tcato w1 th hie DepartouDt. 

\1h1la there baa bean DO ObjaotiOD OD tho part ot tha 'l'raaOUl')' \0 
aaolcing an 1A41cl:llllllt or the to mer renlllla ocont , t hia anglo baa baeD 
cone1dara4 the least ~rtant among tho poeolbla crim1Dal actiona 
which could bo inat1 tuta4 in thie 81'0IIP or caaaa. It ho ......, hri'ba4, 
and thoro ia l1 ttlo rea eon to 4oubt thia, ha wu bri'ba4 b)' or on 1>ahalt 
ot lolaaaro. Sohan<>lt , Goetz DD.4 Z.UW.0Jr: tOr the purpoaa ot indUcing r&TOI'­
abla action in their 1Dcomo tax aattera, rat \ha 4aciaion or tbe De~­
""''" or 1Uat1oo wae not to turther cona14ar \ha propoaad proa.oution or 
thoaa wealth)' martng picture 41reewra. 

Kr. Carr, prior w hie a .. i_t 1A Ilia praaant position, wu 
-loya4 aa an aeoiatant United S\atoa attornar 1A Los Angelee, w 
which pool t1on he had been appo1Ata4 b)' Kr. Pairaon Ball, tllon United 
S\at .. D1atr1c t Attomor. llhan ti.rat an1gM4 to this particular C&M 
he oXIUbUa4 great m\huaia.o an4 apra .. e4 \ha opinion that tho proae­
cution should ba unclarte.kc. -or, \hio anthu.aiaa not1ooabl1" 
dia1niaha4 attar a elate on which thio ottl .. rocoiTa4 oont14ential 
1D.tomat1on that hia tomer -.ployer, lolr, Hall, t hon a practicing at­
tornar, heel boo .... protooa1ono.ll7 intorosta4 1D tho caoa. 

In the jwl.pant or tho agents and ottioaro or thla Deparl:lllant, 
lolr. Carr groaal)' lliahoD.dlecl. tho preaantatiOD ot tho bribol')' JIIBtter to 
tho gran4 jUl')'. A rortow or tho trenocript ot tho toot1D>ny 1Ddicatoe 
cl.arl)' thot ho -loyo4 poor atratat11 and nosJ.ootad to tollow tho 
u.aual oourao or o cOIIj)etent proaaouting attorney on418TOring to donlop 
OT14anco boa unwill1Ag wttnoaeoo. Hie quaationa ..... acotually tnma4 
and proaantad 1A auch JIIBD.D.or ao w 1nT1to nop.ti ... and talaa taattmo~q. 
Attar ozallinotlon ot one il:lportant wttno,.. ho 1natrucoto4 that 1A41rt4ual. 
to not1t1 a MC>Oad w1 tnoaa to appear before the grand. jDr)', thoro b)' D.t­
tor411111 an opportunity tor collnalon. 

llhila lt le ad:Dl.Uo4 that, UD.dar 1DatNot10no Of hia ~t, 
Kr. Carr -· 11.a1te4 aa to the ..nct or hie 1Dqu.1rlu, 1t 1a 41tt1cult 
to aacapa the conclua1on \hat, either noeUs•tl)' or daaignodl)', he 
tailed to 48Yalop tho true tecta. Ot aisnitloanoa u w hie attitl>4e 
le tba tollowillll ucazpt boa hie of'ticlal report: 

•n took only a abort ti.aa botora tho gran4 jUl')' w1 th 
Goats tar the writer to 4atem1Ae tho.t tba Gon....,.nt ... eon 
a hopalaea t1abing trip. It •• apparent, bow8Yar, that 
Goeta .aa4a no ettort to tall tba truth oonoorn11111 t he ~~attera 
about which bo we.e queat1ono4. • 

- ll -
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A JODit aerioua ro.W.t of the -..mar ill IIIIich tllaM g:raA Ju1'T 
procoedillp ...,.. coll4ucto4 1a th dopreolato4 ottoot on tho tutun 
ftl.\10 Of 8J1:T tlotUoll7 Of thOM wi tuaooa, 8&T1Jic once toatlt114 
tal.Ml7 Ulldar o.th they 1101114 Datunll7 be loath , due to tau ot 
proMouUon, to olumgo their toat1JOD117 1n tho OTIIIt or aubM qulllt 
grond JU%'1 proceed1oga .,. ... thoiJCh '01aoroua ettorta '"" -· to 
1uduoo tho truth, 

n had been hoped by tha ~SU%'1 Department at the tilllo the 
Attornar General agreed to ....tor tho br1berr teat\U'e tor g1'IID4 JQ%'1 
o.ttant1on that ortdanca might thereby be d.,.aloped or auoh a nature 
I I to 1114UCO tile Dapartaent of Just1oa to proMOUtO the reorpniza­
t10D c•••• BDw'rer, 'bec&.uM ot the un.aat1ataoto17 Mlm..r 1D llhic.h 
Jlr, carr pro oented the br1be1'1 Mtter, 110 ortdanoa baa d ... aloped 
whioh atght, or 1hllt, acCCII!Pliah that purpoae, 

In corrupollll.enca wbiall baa bean had brllr. llenallal with "­
oiatant S..ttorner General Clarl< ainoa the gren4 JQ%'1 procoo41llga, aD4 
ill oontarencea 1n the Da~nt or Jun1oa part1c1pated ill by ltr, 
llenohal a.ud Special Agent Ortedal ot tho Intell1gaJ2Ca 1l'Dit, di,_ 
aot1atoct1on ho.a bee oxprosoed by our roprooontau ... o with the 
nogat1 ... roaulta obtoined by ltr, carr. ~ggeationo nra .,.de which 
1t W81 hoped ai.ght tac1l1tato bsttor dO'OalOpment of tho ... idence , In 
tact, 1t no urged that tho entire ... tter bo ... rorrod to the 1l'D1 ted 
Statoe Attorner and handled by Ilia in cooperoticn with roprooentati'Oeo 
or the General Oounaol' a office in a mAIU1er e1.101lar to that which -• 
odopto4 ill the Ann&Dha:rg coee, Tho objoota in lll8k1Dg thio auggoatlon 
wero two-told-the ella1nat1011 of )lr, Ce.rr a.ud the proepoct Of Mldog 
pooo1blo a ..,,. thoroiJCh rocone1doro.t1on or the aajor conopirocr ceaa , 
H.,....er, thoeo 41ocuee1ono rooulted onl.7 ill the agro-t that turther 
attention would be gi'Oan tho br1harr phase or tho caoo, aiJ4 there 1e 
notb.illi at proHnt to 1lld1coto that the llaportolent of Juotica baa 8J1:T 
tboiJCht or w1 thdrowi.Dg 11r. carr. 

Tharatore, u attere """ stand, there 11 no hope ror dOTalo-t 
of the ajor oaae. Tho a1tuot1oo is now euall that the onl7 1ll41'01dual 
ill the grG'QP beillg considered tor poeaihla pro10011t1on 1• tho to,.... 
ogODt of tho ~SU%'1 Deportment 'OCilo •• r...,.,o4 tor hio macoll4uct 
aiJ4 Wile prot1to4 least by tho trauda o.-J.tto4. Thia agent allonld 
reoo1 .. o further puniaboent, but I fool it 1e of far greater t.port&J2Ca 
that thooo JODet reoponaiblo tor the br1be1'1 aiJ4 tho oonopirocr to de­
f.,.ud ohould not uoope puniamoent. In att~h to indict aiJ4 prose­
cute s uch a ainor fi8\U'e oa Harl'1 Kad1o tho OoYenaODt 1111ght nll be 
charged w1 th unto1rnesa !Oben it ia roali:r.ed that the pr1no1pll].a who 
partio1poted in aiJ4 diraotod t he aOTeral v1olat1ono Of low, aro, ill 
the laoguage of the Att orner Oall&ro.l, allowed to 10 "Un!Ob1ppo4 of 
jll8t1oe.• 

-.-
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I 0011Unu to aUoll&lJ t'nor rtao-a proaeoi&UOII or tlla 
major ooU,PU..07 oue 1DTolT1JI& ~~ prlnol,p&la, Sell...,ll:, Ooeb 
oD4 Zeni&OII:, I bellne tbat t'l&l'tller effort ehonl4 be - to baYa 
pr .. anh4 to tba gru4 JuT ill a o-t•t ....,.r, not on1;r tbi& 
reorp.nization caaa but tba oaaaa ralaUD& to llobanoll:' a 1n41'1'141&&1 
tax ratlll'U U4 the Biott •ttar. llo...,.ar, we oannot loaa aipt 
ot tbe taot tbat tba ao...e,..nt•a poaiUon ia not u atronc u it 
wu at the tme ot ov or1c11l&l t'tlo= Delation, an4 it ahaQJ.4 be 
olaer:Qo Wl4aratoo4, 1r t'l&rtbar napa are tell:e ill thia -uar, tbat 
tbe - ot ra-naibill\T tor poaaibl.a lo• or 4ateat ill oria1nal 
proc .. 4illp eol&l4 not be peraitta4 to ahitt to tba Trauv:Y Depart­
...,,. Certainl7 thia ~t 1a not at talllt or wi>Jaot to 
b~ tor tba -tacae pined b7 tba aoouaa4 at tlla baari.llp ill 
'laah.1JI&ton an4 ... raslllt or tba gru4 ,....,. prooaa41Jip, all ot 
which wol&l4 ba or sraat '1'111~&~ to tbe 4atanaa ill ~. net ot trial. 

llller L. INT. 

-IS-
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JrollowiJOC 1o t.luo IUbo\ADce of aa .._lllc o\a-t ..U "117 .t.aohtaat 

,l\toraOJ' Oeaoral llorr h 1a t.luo opaiDc otocoa of tbo collforoDCo 1a tbo 

Departaont of /Qatioo Jua. 13, 1939. 

1.lo I explal.a~, cor\al.n of tbo sontl- that are in\treoted 1a t hh 

.,..uor aalatd that tbq baYe a collforonce with t.luo .lt\orno;r General \odaJ'. 

Sillco ho 1o loaYlJI& \own 1\ could oul;r bo &rr&Jl&~ prior to our &rr&D&in& 

tho &ollor&l collforonco that bed beOD oat bora thh 110rn1ac. So t.luot tboro 

aT bo no aiwl>d.oro\alldi"& 011 t.luo propooiUon I will o\ah wla t bo o\a\&4 

tO .. 1a OOilDOOtlOD with it and UJ&t 1o thio1 UJ&t thlo COOO l ib 00 -

otbora that aro referred to tbio Depar-t h 0110 of a coooplicat~ cbar&otor. 

It 1o iJIIpor\allt for thio Dep&riael1t to UD4oro\alld tbo caoo full;y. 'l!ha •ttoro 

aD4 thiJI&o tbo t ban bean dnoloped b7 tho illYOotip tioll of tbo 'l'roallli.J7 Dop&r~ 

aont, of couroo, aro aftilablo t o ua and tho obJect of thlo oollfor.,ca at tbo 

roquaat of tho intoroate4 p&rtioo 1o for tho purpoae of boariJI& aa;rtbl.nc 

that tho;r fool wlll .. uchten ua 1110re tull7 thaD wo aicbt otborwioo bo with 

tho obJect of our talc:1a& tho ricbt actioll in tho •ttor. 

"Tho pu-pooo of tbo collfor""co 1a 11ot to UD4ortake to bQ.Ud "') a caoo. 

It 1o not cor\ainl;r for the purpooo of antrappiJI& an;rono into an;r o\a-t 

that aicbt bo 41oa4.....,\aeaoua to \belL At tho - Uao ill pertoct frolllt~ 

nooo and call4or it oboul4 be Wldoro\ood that tho OoYoruct foolo at pertoct 

libort;r, Olld -.t, to - uao of 0117 11lforat1o11 that 1o otat~ in RCh 

collforonoo, wbetbar Ul&t purpoao bo for tbo do\onal.Datioa that it 1o ""' 

a caoo to bo prooocut~ or W.tbar it 1o ono that obould bo, and JOil C""tlo-

.. ,. haYO t.luo - l1bort7, of couroo, to uao aa,.tlli"& that J'OU thinlc 1o 

ad.,...tocooua to 70ur cl1010\o in t.luo •ttor o\hor thea ao I 007 ot..,l;r for 
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the .. tter of publicity, which • • don't approYe ot. 

"llo• with that abort a\tteaODt that there a1cht be no miSUDdero\tndiDC 

In the aatter, I ollould ll.loo llr. Zanuclc, 1f he withee to, to proceed with 

tbt attte,..nt AI to the hlatory of thh reorpDhaUon. • 
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J'ollowillc 1o \be 1111>o""'oe of aa o~a!Jic ota-\ M4e '117 \be J.t\o.,..7 

Oeaeral ia \be opcmlJIC otac-o of \be COilfer....,o ill U.. Detar-\ of .rv.auoe 
Jlme 13, 1939 • 

.,iro\ let ao epoloc-ioo tor lcoop!Jic 70U an4 o000114, for \be ohon obttt, 

lt tbat won\ 1o corroct, I • ill ban to ci•e to thio 110m1a,•o couteronco, 

but it 1o necooO&l'7 tor ao to cot on a tralA lA Juot about toa alAutoo oa4 

tortw>atol7 I haYo booa able to viol\ • 1\h two or throe of 70ur olloto, 

ao • e 1111¥ call the t-ero lA thlo lAo""'oo , aD4 I would lla \o further -
lf I caa 007 ~th!Jic further hero it h thio: Couaool lA \be oaoo aood 

act bo told b7 • that thio h aa lAto,..l procood!Jic: that it 1o DOt a 

1110tter of rocon\. 'l'ha Departaoat otr1otl7 opoaldJIC !lao no rt&bt to br!Jic 

~ of 70U lA hero oa4 ao I ooo it, dooo not 1o1tlato thio procoodlJ1c. 

!he ta>:p&Tor !lao, H oe .. to ao, the rtcht to be hear\\ , or at loaot a 

roaponoible dopartJaant ou;:ht to utODd tbat rtcht to \be taxp&Tor. !!oro 

h a •ttor of Sl'O&t ici>Or""'ce to tho pWIUc. Wo ol)Mlr; tor ODd HPl'OoOilt 

the public. You roprooont lndiYiduoJ.o. It 1o of Sl'O&t llopor""'eo to t.h­

aDd all of uo ..,, to proceed 1o a rooponolblo ~ oo ~rbapo t.hoo firot 

thlAc tbat I .- .. nuoa hero 1o tbat thh ol'--t• hero 1o one lA which 

70u me¥ bavo com,ploto coutldeDOo lA tor • o are hero to cho 70U a chance 

t o bo hear\\ oa4 to eQ>lalA aD4 that ~ bo doao rit.hout the ollcbtoot 

eoncera on J'OV part or fear oa J'OlU' part. 

•At you know, 1D a procee41G& • • prt l ide oYer or under our 41rect 1on, 
thoro oould be no artltlco ill it and tbaro arc no t.bou&:h to or t.hlo ocr \ 

of th1JIC l>otac uood to put U701lO ill a loa4 poo1Uoa, oo plaaoo, 1t that 

lo back 1o aa7bo4T' o alnd - banloh it. !he !rooourT ~r-t hao M4e 
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an 1nvactlgatlon - an nxb.auat lvo one. lfo one ought to aaaume that that 

lnveatl~tion is cede In any other way but ln cood faith. (Now Juot elooe 

t hot door and the train ean wa lt a mlnw.te and don't aeybodr get excited about 

C"Atar.&6CS ! or :rae. j And thla 11 reported to t.he Departaent of Juttice and 

rct"crracl to 1.1.. L1.4w1ao , recommendations are aade that place a duty upon 

tho Attorney General of the Department of Juotlce. It 1a a 'YOl"')' reaponelble 

ono and I want I t to be met In 8 r eaponeibl e w&r· And 1! tho f8eta of th!o 

C8 DO J ustlfr and 1nd1c8to that tho Oo~ernment ahould p roeoed wi th 8 crlainn.l 

proaeo~o.tlon it -ril l "I.e dono without dela¥ and will bo done Juct eo vlgeroua­

lt r.a it l a possiole t o r aae tO ea.uster ilie f ot·oaa G! tl10 GovornMtlt. of tho 

t;nlltU Statoa to proceed wi th t he.t pros.ecu.tloD. It the fe.cta in thia coae 

do not. 1ndicato ur Juttify a crl1ainal proaocut.lon 1t atrlic.ea me tb&t it 1a 

Juo t aa much tho reaponolb lllty of the Depart.,•ont of Juc tloe to protoct tho 

pooplo f rom an inJu.stloo tu to ••• tho.t no one ~eo unwhlppod of Juetico 

•hen an offooae it done a&a1nat the people of the Unlted States. 

•l'h&t you ought t.o addre aa youraelvea t.o hero ia the question of 

l.nte:ot, - &DJ' lnLent to .d.e tratad or evade or that. at.a i.: o f alnd which , o~ 

co.lrae . i a necea&art l.n o rder t.u eonat!.tute crla.t:otd action: secondly. 

addreco yo~rtelvcs \0 tho queatlon of if on ~~~t la owed to tfte Government 

In 6QOd faith. what lo I t? 1 hAvo got to l eave you now, but you can all 

ot you elt down here ao CQDtl Ot•on and with complote coo!ldonee In ono anothor 

Regraded Unclassified



- 3- .::. oo 

tr,r to bo Mlptul. 'the .... will ~·• to 10 al""C 111 tM lllloo I han 

Juat oal4. It It 1o not a crlalllal caoa ,. will ha•o to !1D4 that out. 

rr 1t lo, we will hll'fo to co ahea4 aD4 oottlo it 111 tbe oourto aD4 I 

hopo •• oan talce a llttlo ti.Jae about thlo . I think t l>at If it 1o ot 

such 1mportanco, anothor cia¥ or two Dl&1 be 11eceaaary. • 
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Ia llllro 19)), tw.\iotlll C..\~ Pi~, IDe,, •• 1ncor,>ora~. 
l oMpb I. lclt-k &M • 11•• CloeW _. oole ot.oeMIDUero ot record, GoeU, lo au, ..W la II.U .. pad. •• V'uU. ot Ule 1111rcz ha1q 
tnon ot acid* M _., • a- •••tiolaJT ..,. ot ""1* bio tath--la­
lee, LoCo a. .. ,...., •• • • --· 

.._It u....W t,o,ooo 1a - t a hMt.leth Cee""Y ....s -..,_. ha1l.T !ru\ alea ia9M\et tJ!IO,OOO la •• •&erJ!ri"• h raW.. t:>r ...- U'fU-\ ..,_, ... CloeW .ad> nc.i,.. )!100 thar.o ot -
! .... -It lla't'llll • pu ftlu of n oo • ........ Tile - 1\oelt or -Uotb C..~ Piowr.a, he,, .,1dl conoil~ ot 100 lhuoo •• opllt bot"• Sclb-lr &M Cloe\o oe a tlf\;7 t1ft,r biota, .. ch roeahi"' 
~ lharol. lob- tb• uoipocl to Ule Cor,>oraUoa a peroou1 ICZ'Oico eoo\I'U\ bow- Ia-" &M 'IIJ.uelt ..,i eb pro..w.l tor a MeltlJ .ar,. pl u 10 per tl!lt o! tho .. t pn(Uo, 

r.-& hd .. o\oclr 1A\orll\ 1a TnnUotb Cut111:7 P1ciw'u, IDe., llllt11 larch , 19)4, ..,.., bil perOO!IOLl eeniao 0011\no\ •• rnokod and ia 11• 
thorool a noe eri\t... coavao\ ....... UDdar ""1Cib ho -• perait~ to~ 10 lbaroo of tbo - a\oalt . .... 11r leb- &M 10 tharoo ot tbo -otoel< .,..... "r ClooU ot. • _,_., JWtce of t100 a Clbaro. !bio ,. .. b1a a 
20 per ••t. Ut.el'l lt. 1a tho Corporo\1011 tor tho Cl .. Ual ... ot u,ooo. h 
ad41t10Cl hil l&laz7 -• r.d\I.Oocl fro. 14,000 to 12,000 • -lr aa4 ho w1 por­ai\\od to ro\ola noo,ooo ... lch bod - -Clcocl to b1a .. &h•elt 1a uUclpaUoa of z....a!r'1 lO per ooet. lihaN of tho not oora1Jic• UDder Ule 
ortcinol -\ran, 

Ia h11 t.u ro\II!'D tor tho ,._.. 19" ......,, did no t report tho pia 
ropro-~ .. bio ,..,._ .. of tbooo 20 ohartoo ot. • noaillal prieo of noo • o'baro, 11lo book ftliM at.Vi'llut .. to tho 1\oelt 1n41cat.ocl tbot it. wa wort.b a\ llln tl-0,100 • ....... v- • -u.1Di.a& thoao tact. (&dio ....,,_.. 
Zuoaclr11 raW.. tor Ule ,._.. 19)4 1a lopt...bor 19)6 and roco•..,dod that. 
laalac:ll: ao4 hia lito be 111011 .. aa edd1Uoaa1 t.u ot approzin t.ot,. Uoo,ooo, Zamoolr ao4 hio e ito bo141na thoir propor\;7 o1 c_,1t7 nroport.7. 

lo .-.,.n, 19,, a aorpr wo ott .. ~ 'bot.•- hMU oth Coatw?, Iae,, ... ,_ rua Cerpora\ioa ........ •lu ot roor,aaho\iOCl whi cb roq111red 
'-t1otll C.~, teo,, to t.rout..- all of 1\1 ao10t 1 to To• FUa Cor,>oro­\1011 1a _...,,. tor noel< la J'oa Pila eo.,.,ra Uoa, 111o nuo ot PoJt nla 
Corporo\ioa .nor \be ..,...r •• "'-U oth c..t,..,.-Po. Pile CorporoUoao 
1lle - of - old hMUo\lo C..tzuy Picturoo, he. , wo ch• nc .. to s.G-% Corpaoatiu, ... u ... *'rt.lJ .,_,.. 411101 .... 

Ia oftao\lai Ule Mrpr t• elal- ot ot.oclt 1101'0 lo"'od• 11>1 pro­torr .. 1\oo!r re,ro-w \be •-t.• ot looth Cor,>orati.cma, 111o book ..tM of ru a...W -··~tot,. tn,ooo,ooo. , . boolr ft}.u ot C..tury aaoou -. ·~tot,. t4,ooo,ooo, h>otorrod 1toolr u tho aaowst ot 1,)SI,OOO -.... •1 111Md, o•clo lbU'e bo1al ft1uocl tor parpoooo ot tho 
-... a\ aboo\ t )O a lbU'eo eo.--tt,. r .. otoeldoold..-1 rocol,.. 1,226,000 ...,. .. ot proforrod 1\oe!t ao4 C.t.111:7 otoclthol doro roool...S 
1)20000 -.... of -fornd tt.oelt oa \be baoil of tbol r roopooUn o-•· 

1lle - · - ... -~ trw -- ot tbo rooraaaiu\loa •• 1t 1\ hod .. -ur,. ..tu, 'lho old ot.oollbo1dor l of ro,. rocol ... Ule 
... - ot.oell Oil tho baoll ot ~t thoro ot CDttOft tor each lllorl ot - ,..ofornd, 11>..-otore, old lll"'*'>ldora ot J'o• rocohocl 61),000 
...... of •- 1\oolt, .Aa ~ _, ot •- ot.oclt •• loouod to at.oclr­'11~ of 0..~. U C..tfu7 -ldor• bad r-iwod tho ~ troot.aoa\ u ,_ eto·•ow.re 661000 llbanl ot .....-. a\Oek (•• t•lf ot the 1.)21000 ...... ot pro,_....) .-14 hon - 11 ..... to C..\1117 otoelthol4erlo 'lhl \a llaliUl. lo ,...Uoa~ ~apaa tbo _ .. ot 54'71~ tharol of - etoclr r~,.. • •••• .. 1'Mol.dero acid• •• a p-u,r 11...,. •• oce-•Uca tw -. ,. 1 ~--- .....,.u.a ..._ - pl.oa ot roorpal.aa\ioa \e be..-... b\e • r.o....11 &M llllrolr eltlll tho- Tnfttiotlo c._,... 
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... ,., .._ NMl .... lilr ., •• ..,. -. ,...r~ ftoel •• .u-w 
1.a witll .,. .. ,.., ••• et _.., ._, la 1,/J c- -' \e 
...... - ... -' ......... 20,..e.\\e11Mel<,+ -tM 

- ..... - ........ - ....... ., , ,.. -' .. 'rt '· '~-
""' .......... )0,..-' ........ .u-....- leh.U ......... 
.-ipoolaUu of ... .._. .__ c- *'"" et pnt~ ew.a Vi .. te 
.... 1\ ....... ...,., ..... - NMiwi.llc )0 ,.. -' ., •• .....,~ 

•• aU ..... - .......... "' ~" - _, ., ... pnf..,... 
tor ... ,. ,. .. ., foollail '-k, ~· -· .. , ~ ... ran. !hie 
triold.llc of z...- lilr lob-* U of uama oaq \e .... wa tllat U..lr 
llol4t.aaa _. u~ u -.., _.. et ,......., -~ 1D - -t la 
lclbudo 1,/J - - lR loeW ul 10 ,.. oen\ 1a kmrt, 

tile u-.1 .UIVDRU.-. O.\V7 "' 'O") .. re of-­,...r....-.. ·--- 1a tw.uotk ~- •• •• t.U..e 

•mat ildL M p)' 

aa,ooo - u,ooo <•> u,ooo (~) 

nq.p 

ua,ooe aa,ooo ,,ooo 
_,. ,..,..._. tliiVt....._--. c.n_,. etaeldlol.Mra of- _, ..... 

•'"'* l.a 'haUo- ""'""*'_,_ •• u tela.r 

!ete&bw 

"W p.w ()Ill) a.g rn.> a.w "") 

ua,ooo aa,ooo 
tile .UI\rl•U.--. .. .,., "' '0 , .... of --- ...- S. 

'-u.t!~ ~-· .. Ma-t 

•w e s 
6U,OOO 
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Regraded Unclassified



._ _ .... . 
~:.· ... 

~ f' :rr-t~; •;!f f 
JlJffli~~~~ I iiiitf: (i!(J 
fi~~~~,~~~~!f ;•. ll;ii~i '~ff!f 
1t5f•o Jl I i ~r;~s. ~ l " " I "t I ~ : ': • • ~ ... i.ffu - z: . r!a· ;lr! ~t1•;1 ~~.!.. ~ f ,.o... .. ' I E 

~!~fl'J!I~~ afl:!st•· ,,~·r 
~.rt!l ;l .. f lc: .~!' .. ~' !~~la : 
'l .. ..... 1.. = · ·~tit .. ... .1. II ... .,.. ,. • • • '""cr ,: P.• • .. o ~ : ·,.£~ i •r lia If: ~~,It !gf• I f . .. .. I~ i c:¢•t! 
t ~'i eJ·~~~ ~· • t~t=•if • ~ • 8 ~ 1 ~ ~~· f"2 : ··~ ~ ... ,: ~ ' 

• • .. ... o ~ ~~o I ..... ~ l' ( .. ! I .. ~ N~ 
~: t~ .. ~ar i~ .. !Jt ~i z: :i~~~z: ·f·£' •'t,· ' ~g ~·i~~: '~ f~ 
i'tflitrll ·i( "~ •f: ! • r= 
J'fiil•i i lt .J~~jJ! ;j~[i 
~Hi ~!! ! i !alr"1 • • I I I II .. i g 

JE 

u i .,i .. g 1£ e 

{I'!'; r:J1Jt; I ~~~ i 
11

• t!P ! i IJf : 
Jilli ~~·!if : lf! i ; 
r: ~: f ~ l-~~-lt If ·~··, •~t ~l. a r;l 
• lt!r; 'l!•tl ! 
~ilt- ' if .. ~ -~ ~ 
i u ! ! · r , ;t 1 t 1 
r~~it Iii•·- Pel e ~. r · r ' ~ 

I 
0 
(....; 

Regraded Unclassified



- ~ 4 _ ... 

1;; FIUAIICDIG October 30 , 1939. 
10 : 00 a.m. 

Present : !.!r . V1nor 
ll.r. Riefler 
l!r. l"'.:rphJ 
Ur. Dell 
M:r . l!anea 
!.lr . Hodley 
ilrs . !\'1.otz 

h . !:. Jr : llr. Bel l , would you see 1 f I hav& got ny lesson 

correct? This ia wha t I v1ould like to aay thia 

a fternoon - th&t i o a ll right , J ake , I know how 
you conduct your classes. 

\llno: : That is how my students d o . 

I . L. Jr : I ' l l bet they don ' t . I suppose after you have 

hart an M. A. end a Ph . D. , you don 't have to lioten. 

I ro t away with t h a t , so t'ar . 

ell : 

· . . !.' . Jr: 

lllia i s wha t I would like to say, 1f I have l earned 

""J l esson f or t h h a fte rnoon . With the !IFC l'lnanc i ne; , 

the Treasury can r o until Decembe r 3lst v1ith do ing 

poaoibly the followi ng: VIe may - no t thi s week o r 
next week, but aCtor that , anJ t~e after the week 

o f election, beg inning with the r.eel< of t he 13th -

\te May want to do our March r otundine be tween now 

and tho f irs t o f January . ·.:e may want to ra i oe be­

tween a hnlf and three quarters of a bi llion dolla~• 

1n cash, exclusive o~ bills , to g ive mysel f a little 

leeway. 

Yes . 

7oo much , just a half a b illion? 

ell : Yes . I ~ouldn ' t pu t i t over that much at thi s t ime . 

H. f . Jr: 

!lell: 

11 . 1· . Jr : 

Jell: 

All r i zn t , a hal f a bi llion. I woul d like to aay 

tha t the bills which we are offering today for 
50 milli on - next lionda y it will be o. hundred million 

until further noti c e . 

You were going to offe r t h is week ' s for aale ne xt 

VIOOk? 

!~o • we will s top 1 t . 

\'loll , ¥•ednosdoy i a the one tho.t is ou t , 
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L • . • Jr : 

:•ell : 

. .. Jr: 

Boll : 

Pell : 

3ell : 
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oel l : 

H. ! . . Jr : 

Bell : 

P. . fi . Jr : 
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I moan we will ~o the one t h is week, •mich will 
make it 150. 

'!l>D.t is r i ght . 

The one that is offered. 

1'he one that will be paid f or on \'lodnesday of this 
week , whi ch is llovemb e r 1st, will be 150 million, 

Arter it is stoppe d , " 0 will d raw f rQC the 150 
mill i on a gain, and next week i t ~~11 be 100 million, 
:o" , so mu ch for t h e Treas~. I coul <! c o until 
the l f>t h o f :.:arch, but I don t know what Congress 
1s r,oing to do so whj' co beyo,.,d the end of the 
yoar? l'hat ! s COin[ two nonths , vm i ch is longer 
than I have ov e r gone befor e . Tha t c ives p rivate 
inter es t plenty o f noti ce en to what the Tr easury 
needs for tvo month s . 

Tho Tl , S . l!ousing owes us how many r.~1ll1ons? 

They d on 1 t owe us e.nything . 

I thour ht they owed us some money . 

!lo , they are askine today f or c redit of 15 million 
t o run until the 15th or the reabouts . 

Then t hey a re going to borrow f i f t oon more? 

Not more t han 15 n illion . They don't owe us any­
thing up to date . 

l•~t I an gett i ng at , i f they s ell 50 million on 
the 8 t h o f ~?vember, do we r.c t any of that back? 

~lot unless they have borrowed some thing in the 
oeant1me . 

And on the 15 million, how much in t erest do you 
charge them? 

\le have been charging them n quart er of one percent . 

SUt they don't owe us anything as o f today? 
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Bell: 

H. fA. Jr: 

Bell: 

ll . li. Jr: 

Bell: 

H. M. Jr: 

llell: 

U. M. Jr: 

Boll: 

H. !l. Jr: 

Bell: 

U. M. Jr: 

Bell: 

H. H.Jr: 

Bell i 

H. JA .Jr: 

llell t 

2-CS 
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No , si:: , they <io not . 

Then U. S . Housing takes care of i tsel t t Is there 
the usual tumover on Commodity Cred1 tT 

They are out of the picture now because the:; havo 
refunded tho ira. 

I mean Pam Cre<iit . 

'!bora is nothing in the picture for thom. 

Now, you have got financing to do for the TVA. 

Yos , we own 50 million dollllrs of their aecurit1ea 
and they have probably 10 or 11 more coming , a total 
of Sl million. \'le <ion 1 t know , 'l:u t we do have that 
in cer t ificates which wo can convert any time into 
a definitive obligation. 

How l!lUebT 

50 million , and. it mi~t como up to 60. 

Would you do that between now and Christmas? 

I don ' t think so . 

But I could l1at that as a possible procedure. 

Yea . 

Fifty , should it be, ot• should I say a1xty? 

I would say s ixty. 

Then we mi~t aol.l 60 million dollars worth of 
securities in tho TVA . 

That is i n tho pi cture. 

I just want to get everything. Now , havo I got 
everytbingt I don't commit mysel f that I won' t 
1ncroaso tho billa agllin . I misht increase them 
again between now and the first of January, above 
a hundred million. 

Woll, you wouldn ' t do that and the 500 million. 
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H.li.Jrt 

Bell: 

K. II.Jra 

Haneet 
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- ~7 _ t; 

Well, I don't want to have them say, "''lell, you 
said •••• • I just want to leave that door open. 
Do I have to leave that door openT 

1he reason I am asking you , I am atraid you might 
be rushing the market a little too much to announce 
this so tar ahead ot time. 

I thought it would be good tor the market . 

Well, 500 million dollars ia not little, I don't 
believe. 

VIall, think about it. Go ahead. 

You see, we had t h 1a in t h is picture tor tho period 
en4ina December 31st, 800 million dol lars 1n new 
t1nanc1ng. \fe have bad 150 ot it in billa , or will 
have th1a week, and this 250 will make 400 milllon, 
leaving 400 million yet to go. Now, a hundred million 
dollars ot it is taken out by the U. S. H. A. financing 
itsel.t , but I think you could get by i t you want to 
cut down this 500 million by saying 400 million. It 
might help the ~~~arkot a little. Five would improve 
our picture a little. 

I want rive . 

I wouldn't go any more than tive. 

And I don 't need any more or the bills either, a1nce 
a hundred million a week will take us through the 
rest ot the year. 

Yea . The 150 million will mature 1n January. 

You see, Johnny, what I have got in mind i s th1a: 
I may be on the edge, say, a u tilitJ company or 
aaneth1ng might want to t1nance. Well, 'llbat does 
tho Treasury needT Well, I c ive it to them tor 
two months . 1hey have the !acta . They know this 
is what the Treasury needs tor the r est ot tbia 
year . Whether it i a good or bad, at least it is the 
tacts. I should think i f I was uP thoro and was in 
private bua1nees or selling securities, I would like 
to know, "Well , What 1a the Treasury going to doT" 
Does that make senseT 

I think it would be very helptul and 1t will give 
an optimistic looking picture. 
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l!, r.!,Jra 

Bell: 

I!. M,Jra 
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H. lo!,Jra 
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I coul d go to the 15th ot llarcb, but I think it 1e 
aill;y to do that. It h unneceuaey, That talcee 
care of the thl.nga }'OU have in mind , doean•t 1tt 

Yea. It sounds like mora than I thought it waa . 
There are some different items ~ere. You want to 
be pretty sure the7 sound small rather than large 
to the market, It seeme to me the point is to give 
the market a picture. 

'!here are onl}' three thinge I -1 want to do between 
now and the first of Januaey, I ma}' want to r e t'\md 
the March note , I will want to raise 600 million 
dollars, and I _ ,. want to sell 60 million dollars 
for TVA over a period ot two montbJI , '!bey would know, 
at least. Th1nk it over , We will have another talk 
between now and t:OO o ' clock. 

I should think the tirat two are all right. I be­
lieve I would leave the TVA or anything else until 
Januaey or February, 

I am aorey , I doo ' t. agree wi th ;you, I am not going 
to ea;y I am going to , ·r will say I ma;y, 

'l'ho market is a little thin . 

It might get awtull;y good. You might cane around 
oeying, "l/ell, ;you didn't tell us , ;you can't do it , • 
\Vell , think about it, The purpose of this 1a a 
dreee reheareal and a dieouaaicn. 'l'h1nk about it. 
We will have another meeting again. Aa a matter 
ot tact ; I would like to meet wi tb :rou people at a 
quarter ot 12: 00. I am ju.at think.ing out loud to 
give eveeybod;y a chance , 

There isn't an;r private financing in there this week , 
except Thursda)', to amount to an,.th1ng. There are a 
couple ot small onea. 

Well now, what elaet Now , wha t about the rateat 

Tbeee figures haven't changed tor the last couple 
da;ya (handing chart to Seor etaey) . 

Give that to Ranee . 
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~bere were we when ~ and eggs" rea red up its 
ugly headt Dan, have you made up :;our mind? 

Well , I think the best one on that lis t is the 
Aur,ust 1st , 1942, at one percent . You mi ght 
strot~~ it to November. I think it would be a 
11 t t l e thi n . 

August? 

It i s the second one on tha t list. 

John? 

':Wo :;ears and nine months a t one percent will 
give you about •••• 

It will g ive you a maximum of 17 and a min~ of 
13/32nds premJ.um, but tho r.ay Badley has f i gured 
the three years , it mJ.ght work out as lor. as 10/32nda . 
Probably i t i s a little thin, althoush i f this ma rket 
keeps on like i t di d Saturday, i t might not be th in. 

Tho market on these issues has he l d steadily since 
Friday and these estimstes haven ' t changed. I am 
playinG thsm sanowhat conservative , but I think this 
is about where they will hit and the t wo yea r nine 
months , one percent, to me seoms about right and the 
people in New York ge t the same f i gures as I do on 
these . 

On the las t RFC issue, how much did we give them? 

\.o gave them 13 . The range 1a 13 to 16. 

On the last one? 

On the las t one , I beli eve wo gave them 13. 

The las t three issueat 

Tbero were three i s sues and they came within a ranr e 
of about four or five months. The market was rathe r 
qui et at that time . 

That August would fall in the r ange of the last one, 
It is about the only one there, a ccording to your 
figures, that would . The two year a1x months at 
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Bell i 

Hadley• 

H .~ . Jr : 

Hao.a : 

H. II. Jr: 

Baa a: 

H. J.! . Jr: 

Hans : 

P. . M. Jra 

Murphy : 

Radley: 

Haaa : 

H. W. Jr: 

Haaa : 

!!.urphyl 

H. IA. Jr1 

R1ofl er1 

H. L! . Jr1 

Viner I 

1 

- '1 -

one percent would fall in that ranse. 

The F'ederal Reserve Board and Now York both aro 
playing around with a one percent i n August . 

• I • • 0 

Tho market looks good on tho opening. Treasury 
bonde are up one and 2/32nda and look like thoy 
are going hi gher . Tho short iasueo are about the 
aome. 

How 1a Haas and Company? 

f/ha t are they talking about , t'II'O years and nine 
months! 

What are you tal.ld.ng about! 

lie have got them all tho way . 

I want you to put your finger on one issue. 

Well, our favorite today ia oubject to change , Thia 
market is very good, but we think a two year six 
months a t one percent. 

Are you together? 

We have a prem1Ull1 for 20/ 32nds on a two year s ix 
mont ho. That is not a s conservative ao Radley ' s . 

I have 16 to 20 on that one . 

'l"ba t • •• • · 

Are yclu fellows tor two years and six months or 
nine monthoT 

Six, 

Six. 

0 . K. Have you g ot anything opecialT 

No , 

Have youT 

No. 
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~ - . Jr : 

ur->hy : 

:.aas : 
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.. urphy: 

R. :.. . Jr: 

V1nor : 
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' ' 1 .!.l. 

Uo you care to express :;oursel f a s to the advi s­
abili ty of doins i t tomorrow? 

Yea , I think t h i s one t arno r row is all r i ght . 

I h ave no opinion , ~ 1r . 

Jolmn:; , do you want to liste n a littl o bit? 

I can ' t &e o a g r ea t deal o f difference . I kind of 
favor two years and nine mon ths . You are r i ght 
i n the r ang e o f :;ou r last preJ:IiULl on your las t 
i s sue thor o . 

l:Ach o f our last two issues have sol d bc l oTJ v1here 
i t shoul <l have f a lle n, in line d th l he r es t o r t he 
marke t and both o f then have been exchange , on l y . 
This is ou r f irs t ven ture in cash and it seems to 
mo t hat two years s ix month~ is a bou t ns thi n as 
11e shoul d cut it. 

'i'h"re may be n change and the •·'Orst you cou l d d o 
l o ge t 20 on i t . On the oth~r hand , •r i t sella 
like the ln•t t wo vth1ch you n rc refUndin~; , you are 
pe r f ectly cafe . 

The Counodi t y Cred i t i ssues, wh i ch i s t h is same 
so r t of i s sue excep t on r efunding , hit rir h t on the 
l ine on offe r ing, then moved u p t•a p i dly as soon a& 

i t came ou t • 

I disa&ree wi th that dia anosis . It opened r i ght 
Where Wb had priced it, but that i s because the 
whole mar ke t had moved up and it ttaa a till back 
where the o l d marke t shoul d have been. lie have 
a cha r t on tha t lit t l e th i ng and a memorandum vlhich 
we ga ve you , showing tha t t ha t sold as much ns a bout 
8/32nds out o f line, 

\"loll , lot 1 a see Wha t George narr ison has t o eay. 
Am I correc t , that n o Gove.mment ln tho " or ld, na 
tur as we know, any good-sized Govet•nment , has d one 
an:; f inancing , wi th t he ex cepti on o f t he U. s . 
Treasury, since the f i rst of Sep t ember' 

Public f inon ci;'lg . Tho Cnnnd i nn Govornmen t has d one 
Q bi g finAnci ng with banks. 
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Well , public ottertns. 

Not a public otter1ng. I take it to baYe been by 
private contract, but it was a 200 million dollar 
r1nanc1Jla . llult1ply that by 15 and that 1e three 
billion dollars equivalent, 

But publ1C> otrer1ng, tba t would be correct? 

Aa rar as I know, I don't think or one , ot!band. 
~t was new cash, too, aa rar aa canada ia con­
cerned. It waa a refunding to Engl1sh holders 
w1 th Canadian caah, 

Ia there. any connict with any other date! 

No. 

No. 

We have all the dates. 

Juat tell me. 

No . 

Thora 1a an 879 m1llion dollar Home Owners Loan 
callable on July lat that should be well out or 
the way, 

Callable! 

Callable. ~t should be well out ot the way by 
July lat or not called at all . 

llhat ia the rate on itt 

Two and a quarter. 

That ia what year! 

••2-•n. 
Yo11 won ' t want to call it. 

Can I quote you on that! 

Yea. 

(On pbcoa) Ballo, (Telephone oonnraation with 
oeorse Barr1._ tollcora1) 

.-
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!!MJr: 

Operator : 

l!!o!Jr: 

George 
Harrison: 

f!l(Jr: 

H: 

P.J.!Jr: 

!!: 

H: 

EY.Jr: 

E: 

R).!Jr : 

H: 

HMJr : 

H: 

HMJr : 

!!: 

Hello . 

Mr. Harrieon. 

Hello. 

Hello. 

Oeorget 

Good morning , Henrr. 

October 30, 1939 
10:22 a.m. 

Good morning. Have rou been atudring t his R.F.O. 
notet 

Well , I did-- I haven't atnoe Tburadar. I had all 
the dope out on 1t then and I t hought the stutt 
that Sproul and Rouee gave me vas about right , but 
it i t's verr i mminent I ' d r a t her talk t o t hem again. 

Well , ia i t i mm1nentt 

Yeah. 

Yea , it ' e - - it'a verr imminent. 

· Well , could I talk to them and oall you back in 
about a halt hour? 

Vall I'll tell vbat I' d do - le t oe call you back 
vben I -- there v111 be some people here about that 
time. 

Yes. Well, anytime. 

Vall, let'a put it thie -- have you anr doubta about 
doing it toaorrovt 

No , I have not . 

I mean, beoauae I ' d l ike to do it tomorrow ••••• 

Oh vell , I would. I would do U too, Hen17. I think 
that rou have upa and dovna 1n the a1tuat1on, but on 
the whole tt•a -- it ' a a t a1rly good market and I 
don 1 t th111lt that rou gain &DJth1ng b7 delaying • 
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H: 

!!l!Jr: 

H: 

~:Jr: 

H: 

u::Jr: 

HMJr: 

H: 

I!!(Jr: 

!1 : 
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Well . ..... . 

I would definitely go ahead. 

• . 4 _ J. 

Supposing I say I'll call you sharp at a quarter ot 
twelVe. 

Quarter ot twelve. Firat rate. 

And then you'll have a chance •••••• 

Yea, I'll talk t o them in the aeant1me, because we've 
all been working on it but I haven't gone over it 
since Thuradey afternoon and I 1 d rather not talk 
until I check up as ot - - ae ot now. 

~ell, let• e take a look at it ae ot Thursday. 

All right . 

I mean, as ot a quarter ot twelYe. 

That 's what I mean. 

Right . 

All right. 

Thank you. 

Goodbye. 
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H. l4 . Jr: 

Bell: 

H. IJ . Jr: 
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Dan, tell ChAirman Eccloe that I will be calling 
bin between a quarter or 12100 and 12100 to aak 
bis advice on this thing, and to be ready. 

0. K • 

11!> 

I think I know how Jesse teele . I think he t avora 
two years and aix montha , but we will tind out. 

Did you sond out a telegram to have the Cores 
written and all that sort or th1ngf 

Yes , we sent out a Corm Friday evening and Satur­
day morni ng, s aying that thia information would 
be sent them by telegram whenever you gave the 
1nstruct1ona, but we didn ' t say that they would 
be received today, so i t i s qui to open. 

(On phone) Hollo. (Telephone conversation with 
Jes se Jonoa follows :) 

: 
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H>lJr: 

Operator: 

HMJr: 

Jesse 
Jones: 

HMJr: 

J: 

I!MJr: 

J : 

I!MJr: 

J: 

1-Jt.Jr: 

J: 

l!MJr: 

J: 

l!l.tJr: 

J : 

!a!Jr: 

J: 

H>!Jr: 

J: 

HMJr: 

Hello. 

Jeese Jones. 

Hello. 

October 30, 1939 
10:25 a.m. 

Good morning. I vae Ju•t talking about you. 

Wall •..• .• 

So we must be thlnltlng about each other, 

That•e right. nov are you today' 

Pretty good, How are you' 

Just about the eame. 

How does 1t look' 

"' j L' __ ., 

tlell, 1 t' e between two years and e1x months and two 
years and nine months , one per oent. 

Why don't you make it two -- two e1ght1 July first . 

I see. Well, thet'e a - - t hat's a thought too. 

TbPt's the date that Henry Mulligan and I - - we were 
Juet talking about it. 

Yeah. 

Tbat•e the date that we kind ot fixed on, but then •••. • 

I see. 

•••• • • it doesn 't matter -- it doesn ' t make any d1t­
terenoe but I think what you ought to do , Henry, and 
do 1t- the thing that Will go the beet • ••••• 

Yeah. 

••.••• tor your market, aeet 

That'e right. 
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HMJr: 

J: 

HMJr: 

J: 

HMJr : 

J: 

J: 

HMJr: 

J: 

HUJr: 

J : 
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ADd 1t it' a - :rou 1:h1Dk two a1.x ia better, wt17 c1o 
11: two a1x. 

Vall, I don't know. I'a going to oall tho bo:ra 
baok again at a quarter ot twelve and it :rou'd 
be available around twelve o'olook •••••• 

I v1ll be. 

•••••• I'd like to talk to :rou again. 

rino. 

We 1 n got a r1a1ng bond aarket tod&:r. 

Good. 

So th&t 1 a to tho good, but I th1.Dk there doeen' t 
eeem to be any do ubt t ha t wa 1 d lUa to c1o it toaorrow 
it th&t 'a agreeable to you. 

PerteoU:r. 

So I 1 11 oall you right around noon. 

I ' ll be right available. 

Thank you. 

Cloodb:re. 
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H. ll . Jr : 

. (urphy: 

:.~ . n . Jr : 

!m•phy : 

:i . '' . Jr : 

. U'phy: 

Joll : 

'!miley: 

-~a --
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You boys can f i gure t wo years an d eight m~~ths . 

That f alls right on top of t h ia HOLC, !dr . Socra tary • 

•nten th i s is out . 

.,,,nt 1s the first cull dnto . 

Oet thnt wo rd t o !.iu llig a n , will you , thnt we don't 
like Jul y 1s t . 

Yes . 

-ither 2- 6 or 2 - 9 f its 1n ouch better wit h the 
schedule. 

'ill ere wouldn 1 t be ouch d ifference i n the price. 

l/32nd h i gher on a mont h . 

\•ell , as o f today, r i ght now, I l ean toward t wo 
yenrs nnd six months , but wo Tt1ll l i sten t o narri­
aon and Eccl e s and our O\'m crowd this noon and then 
YIO will check s.g nin nftor I como bnck f rom the 
Wh1 te llouso , so if anybody hno any i deas, I would 
11l<e to have them, but no t h in(.' 1a s ettled. 

'.rhank you. 
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liB FDIAJICiliG Ootobar ~. 19:19. 
2a~ p.a. 

Present 1 llr. Bane a 
Bell 
llurph)­
Baaa 
Riafiar 
Viner 
Hadley 
Jonas 
Klotr; 

H.!l.Jra 

B.M.Jr: 

H.!l . Jra 

Mr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llre 

TheJ are tryina to make thh bard tor me • llr. J'onaa. 
They keep llbirting the price on me all the tiDe. 

llow, are you tellon all together on this bottom ot 
15/32nda tor two ,-aara and nine monthat 

Well, I bave tbat bottom but the)' ee- to be working -
llr. !laaa and llr. llurph)- ••- to be working on the 
top t i gurea. 

What do JOU think the bottoa ia, Georget 

Auuaing there 1a no change 1n the general -rket, 
I will agree to l5/32nda. That doean 1 t make an 
allowance tor a movement down 1n the whole market. 

(On phone) Bell o. (Telephone conversation with 
George Harrison tollowaa) 
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HMJr: 

Operat or: 

HHJr: 

0: 

H!lJr: 

George 
:earr1eon: 

J:I!.:Jr: 

H: 

!i!Ur: 

HHJr: 

!! : 

HJ.!Jr: 

H: 

Hello. 

George Harrison. 

R1ght. 

Go ahead. 

Hello. 

Hello. 

George? 

Yea, air. 

October 30, 1939 
2:JJ p .!D. 

You're on the loudspeaker. Now -- what does it look 
l1ke now? 

Well , I have just been talking t o both Sproul and 
Rouse who are in my ottioe and while we haven't 
got a l oudspeaker they've got an extension they're 
listening on. 

Well, oan you talk a little louder? 

Yea, indeed. And we eee no reason to change our 
euggeetion that you uae a two and three quarters 
at one percent. 

Yes. 

Ve••e gone over the tlgurea 83aln and that looks 
nearest to a t&l.r prioe. Now, you could run it 
thinner and run more risk • •• ••• 

Oh, I don't want to run it any thinner • 

• • • • • by do iog the three years at one percent but 
we would not recommend that. 

!olo . 

You could be much eater by doing the two and a halt , 
but we reel that the maturity that we suggest is -­
ie a ta1r one and that the price ie ta1r and that you 
would be auttieientlr aate to warrant rour picking 
that •turity. 

Regraded Unclassified



Jl!I.Jr: 

H: 

!G!Jr: 

H: 

Allan 
Sproul: 

8: 

S: 

~!Jr: 

a: 

!:O!Jr: 
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• " 1 .!..:. 

I eee. Vell, supposing t he government bond market 
vent down a halt a point the vay it did on -- vae 
it 'l'hureda1f 

Yee. 

What would this do? 

Well, I ' ll let one or my experts anaver that 
speoHioally. Go ahead Sproul. 

Well th.is aigbt go ott three or f our thirtyseconds, 
but your issue would still go , in my opinion. 

No, supposing the government bond market vent orr 
a halt a point . 

Well that ' s What I-- it it did, I think t his might 
lose three or four t hirty-seoonds but that the issue 
would still go. 

I eee . Ub-huh. 

I think that's the-- the reason tor doing a tvo 
and t hree quarter one instead or a three year one, 
is to have a little cushion in there in case the 
government market does go ott halt a point. 

Vell I'm not considering a three year one. 

Vel1, then I think the tvo and three quarter year 
one has enough oueh1on 1n 1 t t o take account or 
any euoh eventuality as that. 

You do' 

Yeah. 

Or oouree it'• gone up tvo -- Vbat --tvo thirty­
eeoonde einoe noon, haen't 1t' 

Yes , but ve're disoounting that rise and basing our 
Ju&gment on where it -- vhere it etood thie morning 
and where it hae etood over a period ot veeke leav­
i ng out the rapid runup it had tovarde the oloee ot 
laet -- the early part of laet veek. 
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Hl'.Jr: Vall hov auoh -- 'llhat' • the worth -- I aean, auppoa­
ing I haYa a bad -- Yery bad day to1a0rrov • 'llhat • a -­
What '• the moat you could Yi&ualhe t h .. a selling 
otn 

8: Well I would aay the worst day ot these would sell 
ott would be~ or 5/32nda at moat. That' a a big moye 
i n a note ot this abort maturity and there's a big 
demand in this area, eo that would haYe t o be a Yery 
bad day I should say. 

ID!Jr: I •••· I •••· Well you tellove are ao bulli sh down 
there I can't keep up with ycu. 

~orge 
Harrison: Wall , you know ve vera right on ycur note issue. 

lli~Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HJ.'.Jr: 

H: 

H: 

HJ.!Jr: 

H: 

HMJr: 

Yeah. Nov don't get -- don't gat (hearty laughter ) 
ooolr.y nov , 

I've got ay t ingera oroeeed all t he time wheneYer I 
ID&lte any auggest1ona . 

Yeah. 

Th1a eeeme to be the taireet thing. 

I aee . 

There aeeme to be a -- quite n subs t antial underlyi ng 
demand Just below thU present level. 

I aee. 

Nov -- on the 7/~tha at about 4-15, 4-16 t he demand 
ia l arge. They haYe traded today, o1nce ve tallr.ed 
vi th you this !IIOrning, at 4-UI. 

Yeah. 

A minute or tvo. 

J •••• 

But I think Mr. Sproul hal hit 1t right on the noae 
in hie estimate in terma ot 32nda. 

I ••• · Well, I'll talk to the Federal Reaene Board 
and we'll let you know in a tev mi nutea. Mr. Jones 
1a hare v1th ae and he'• ay ouatoaer ; I ' •• got to 
tat1at7 bia . 
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B: (Laughe ) !ell hb I'• arguing h11 oue tor h1• . 

I!MJr: 

!1 : 

All r1ght . All right, thanke, George . 
you knov 1n a l1ttie Wh1le. 

All r1ght. F1rat-rate. 

HMJr: Thank you. 

We'll let 
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Jones: I have already voted. 

H. li.Jrl You havet You haven't changed a1nce this morning? 

Jonae: No, 

H. M.Jr: I have changed a little bit . You want two years 
and a1.x months? 

Jones: Yea . 

n. r:.Jr: 

Bell: 

Jones: 

Boll: 

H.~.Jr: 

Belli 

!I . !.!. Jr1 

Belli 

B. U. Jr t 

Murphy I 

I have changed a little bit aince it has gone up 
2/32nds . You won't let ua have June one or J uly 
one? 

Well, I don't have any aerioua objection. It 1a 
just getting into a period where I like to see it 
clear. It Is not a large iaiJue. You probably 
could handle it. Waybe Mr. Jonee will have enough 
cash at that time to pay it orr. 

Might. 

To take care or hie liquidations. 
June one, you might get it out or 
15th or 20th or May. 

If we have the 
the way by the 

On July one, you have got something, haven' t you? 

We have a callable 1a sue or 829 million. That 1a 
2l percent. Ue may not call at tha t time. That la 
another thing, i l' you do call i t, the chances are 
it will be out or the way baclc in April or Kay, juat 
like we d.1d in calling the Auguat ones , we had them 
out or the way. 

Well , Kr. Jones originally asked tor July one, didn't 
het 

Yea , that is all right. Now, too, that ie a good pri ce, 
one-halt point. That ia a good place now on the market 
price. 
Rave you got something ooming due thant 

It talla right on top or the t1ret call date or 
those RFCa . 
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B. U. Jrt 

R1e!ler1 

YurphJI 

H. li.Jrl 

- z -

Bo• loag do the1 runt 

TWo 7eara. 

One, two, rour. 
(On phone) Bello. (Telepbon.e convereatlon with 
Marrtner Boclee rollowal) 
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HJ.!Jr: Hello. 

October 30, 1939 
2:4o p. c. 

Operator: Chairman Eccles. Go ahead. 

HMJr: Hello . 

Y.arr1ner 
Eccles: Hello. 

HY.Jr: Hov does 1 t look to you now, Marriner? 

!:: Well , Jus t the sa:ne , Henr y. 

~:Jr: lf"bat• & that? 

::.. 21;; 

£: Personally, I vould t avor t he three years . I t hink 
the-- it is-- although it'• a little thin, but I don' t 
t hink you'll have any t rouble on i t . The d1tterence 
betveen that and the 2. and 2 3/4, however, is eo 
small that I don't thi nk there •e ve r,y much to argue 
about. 

HMJr: I aee. 

E: How do you teel about it? 

ffilJr: ~iell of course since I tal ked t o you it went up 
2/32nds . 

E: ¥eah. Well, I think you ' ve got plenty ot margin on 
't he other . For i nstance, you • ve got your three -­
you 've got•a 3 year, and here 's one Der cent. Nov 
t he other day ve put cut you call a 4 years and 3 
1110ntha. · 

HY.Jr : 

£: 

l'l·fJr: 

E! 

Hv.Jr: 

E: 

6 months. Four years and a halt . 

That • a right, 4t i na tead ot 5 years. 

¥eah. 

4 years and 5 months t o be exact, vasn•t it? 

¥eah. 

4 year• and 5 monthe, at one per cent . 
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E: 

HI!Jr: 

£: 

l!!ar: 

E: 

ln.!Jr: 

E: 

E: 

HJ.lJr: 

- 2 -

Yeah. 

Now What you're doing is putting 3 years out at one 
per cent , or it's nearly-- it ' s nearly a year and 
a half less. The difference , of course, one is a 
guaranteed and the other is a direct . 

Yeah . 
iqg 

Dut looktat it from t he standpoint of a banker, J 
would a whole lot sooner have t he 3 year one per cent 
guaranteed issue t han I would have t he ~ year and 5 
months one per cent direct issue. And -- and t he -­
if we had -- if t here was a j us tification for puttine 
out the one per cent ~ y~ar and 5 mon th issue, it 
see~s to me there i s more ot a j us t ificat i on in 
put ting out t he t hree year and one per oent guaran t eed 
issue. There is th i s diff erence - the ot her was a 
refunding whereas t~is i a new money. 

Well ••.••• 

But there is such a shortage ot abort-term stuff in 
the mar ket, such a volume end pr essure of funds for 
investment, t hat I just can't imagine that a 3 year 
i s sue would have any possible trouble, and you ' ve 
got a -- you ' ve got a pr emium or about -- what is 
thnt, about 16 or l7/32nds more than a half a point. 

Yeah. 

Which ie just as much o f a premi um, when you consider 
the shorter maturity, as -- as a 25 or 2~/32nds on 
t he Jq yea.r obligation last week. 

Well , nobody here wants a 3 year. 

Well, they t r~nk it's a l i t t l e c lose, do t t ey? 

Yeah. 

Well then why don't you compromise at 2 and 3 quarter•' 

Well , this morning I was l eaning towards 2 years and 
6 months, and my customers here -- we go in a huddle 
and we do the best we can. But I -- but nobody in 
the Treasury wants 3 years and the Fed in New Yor k 
isn't talki ng 3 years either. 
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E: 

HMJr: 

l!l(Jr: 

E: 

l!l:Jr: 

E: 

- 3 -

No, ot oouree the - What the - Vhat the attitude ot the banker generally ia, I know -- they want to ge t the biggest - - all the llllrg1n they oan get and I - - I take the other aide ot the thing Juat tor the eake ot the arguaent beoause I know the poaUion they alway• take and you1 Ye got to trade and usually it you oompro11Ue you bit it about r1gbt. 
Well, tbanke tor the a4Yioe and we'll talk it o•er •••• • 
Our - - our - the boys OYer here, the other member• here were -- were pret ty 1nditterent - I mean, as to whether it was 2! or 2 3/4, and I'm-- I'm Just putting up the argument tor the 3 :years Just tor what it's worth and • ••••• 

0. K. 

All right then. 

!hank you so muob . 

All right. 
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H.!i .Jra 

Bolli 

H,M, Jrl 

BG.lll 

H, II, Jrl 

Hadley I 

H, !I,Jrl 

Hanes J 

H. M. Jr: 

!Uofler1 

U. !I. JrJ 

Haas: 

llllJopeyJ 

Jonoa1 

- ' -
D&nt Let 1 a go around. 

I still say the Auguat lat, but I wouldn't k1ck 
i t you wont down a month or two, 

Still Auguat lett 

I would favor August lat. 
pries , but I wouldn't k ick 
July or June. 

I think that ia a good 
it you want down to 

I would f a vor August lat over July let, because or 
having a July lst i aaue on top ot the HOLC date , 
I think t here i s enough cuabion tor an August lat 
but I wouldn't tight again at a two year aix months , 
!>lay lat. 

Johnny? 

Two years nine months. 

Do you care to say anything, Riotlert 

No. 

Oeorgef 

I am on the very rich aida, I guosa, and I would 
hope it would come out that way, I still favor the 
two years a1x months and I would feel very good 11' 
it looked a s it we gave them something very rich 
and it went over very good . Tbat ia a vary can­
eorvativo position to take, that ie all, 

I think the August let would go , but I would prefer 
it Kay lOt h , which I think would take a decline or 
a point or more 1n the long-term market and s t i l l go 
over. In other words , it would be 100 percent aare, 

Tbat i a t wo years and a1x montha t 

Yee . 

Do you want to aay anythingt 

No. I wouldn't make i t turtber t han July, that 1e 
eight month&, 
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B,loi. Jrl 

Jcnea1 

Belli 

B,II. Jra 

Belli 

H. !i.Jrr 

Haas1 

Bella 

Hadle71 

H, II,Jrl 

Badle71 

B,li, Jrl 

Badley a 

lolurpb7a 

Badle71 

H. lt,Jrl 

- & -

Well, two years and snen month.e 1e J'une let. 

July let 1a eight month.e . 

You reel we lllight be criticised tor having the 
date tall due on an HOLCt 

No, that -s Hadle71 s remark . I think this about 
the Home Owners Loan, while that is the call date , 
it you are going to call them you will call them 
on April lat, three months prlor, and JOU will haM 
them refunded before JOU reach July lat. You would 
never l et that -tur1t)' oome 1n there on Jul7 lat 
without doing acme retunding beforehand. 

What 1e the matter with June let! 

Nothing the matter with it except i t talle 1n the 
Trea8Ul'J financing period. I don't th1nlc that 1a 
s o eerious. 

I kind or tavor July lat. I t JOUr figures are right , 
the worst there is a halt ot 16/32nds. 

Under &nJ eventuality! 

Tbat ia the present mark, 

'l'hat 1s quite a bit below the preaent mark. 7bat 1e 
allowing tor the reaction that took place 1n the 
Trea8Ul'J 1n CCC and discounting thet , 

Whet would ::rou put it at tor the bottom! 

Well, that 1e the bottom, but I would put 1t out 
halt _,. between t hose two t1gurea. 

Could you visuali ze it going bel ow 16/32nda! 

I could not. 

You mean with toda::r's markett 

TodaJ'• or JeaterdaJ's market or PrldaJ'• market , 

Can JOU vi sualise i tt 

lfot with toda::r'• market . I th1nlc that 1e the lownt 
,._ can aell at , toda::r' • market, but it oould follow 
aaa::r aa%'ket -ve, ot -rae. 
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H. ll .Jra 

J&urphyl 

Bella 

!ladleJI 

H. U, Jr: 

llelll 

H.IJ.Jra 

Bell t 

H,M, Jrs 

Jones : 

R, !.!, J r: 

- 6 -

Supposing the Government bond market is up todaJ. 
Supposing it goa a down halt & point. 

It would still be a l l right. It might be question­
able it the Government bond market went down over 
a point, which , or course , isn't a ver, likelJ 
oontingenCJ• 

Last week when your Government bond market want 
down drasti cally, the notes in this area weren't 
affected ver, much. 

Bow much di d they go ottt 

Pract1call7 nothing. They have held at the same 
level since tho 17th or October except tor a sli ght 
rise when the Treaaur, note came out, and these 
were more a ttractive. Tbon when the RPC issue was 
announced, tho7 moved ott about 3/32nda and they 
have recovered halt ot that now, 

Well now, the issue date would be November l Oth to 
July let, ia that itt 

Yes, sir. July lat, 1942, t wo yea r s and eight months . 

It wouldn 't be, would itf 

Well, it would be ten daJS leas than e ight months . 

Do ,ou (Jones) want to ask any or these boJ• a 
quostionT 

J;o , I am thinking purely a bout •••• 

Want t o ask an,ybody beret 

Not a thing. The date that I am f i guring on is - I 
would like i t to be good 1n the interest or the 
Treasury and your interest, because I don' t think 
the amount of dollars we are going to eave would 
make any difference. 

Let 1 • make it Jul7 lat. 

0. K. 
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Joneu 

H,M,Jra 

Bolli 

H, M, Jrt 

Boll i 

H.II, J r l 

- 7 -

All r 1ghtt 

'lbat 1a 11q Judg)llent. 

o. K. Do I have to do an7th~' 

You have to e1gn the telegrama when we get 
read7, It will be close to ~100 o lolock, 
will be nearer ~~~. 

Come 1n about a quarter ot •100, 

I th.1nk they will be readJ at :5 1~. 

I won 1 t be ready, Phone ce, 

, ..,..., 
-~-

them 
It 
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Ootober ;,a, 1~11 . 

Prench purchaeee 1n the th\i ted Statee. 

Since October 2~, the French Kiaaiona have placed to date the 

following ordera, subject to a contingent cleuee i n caee the arae 

embargo abould not be lirted . 

1. - ~~ITB MOTOR co., Cleveland Ohio. Contraot ot 

October 19, 111~9 . 1500 trucka at $2, 008. 118 P. o . B. 
Cleveland, ••,, •••• • $ 3,~a.•7o.­

apare part••• • ••••• •• •• •• • • ••• · • ····~~~lMOO~,~ooo~~·~-'­
TOTAL amount or contract,, •••• • ••• ••••• • •• • ••••• ~···* 5,1IS,t70.-

E.W. BLISS CO , Brooklyn, N.Y. Contract ot 

October 24, 1939. ~machine toola (preeeaa) •••• • •••• $ 112, 000,-

CHRYSLER CORPN., Detroit, Michigan. Contract ot 

Ootober 281 1~9. 1500 trucke tJpe VH48 at $1,134. 75a$ 1 1 702,125. -

DOOOLAS. 100 ~tore DB7. Contract ot October 20,19~9a $10,4SS,200.-

5 . - CURTISS WRIOB'l' • propeller a. 
Contr act ot October ~1,19~9a$ 11 , 158,125.-
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October 30, 19~9 . 

!"RK!ICR PURCEASBS IJI THE UliUED STATES . 

The French State baa agreed 1n several contracts to pay the aircrart 

1n the united States, 1n addition to the normal price or 

engines, extra sums ot money called "prem1uma tor aocel e -

ted del1ver1ea" which are in tact intended to cover ent i rely or 1n part 

cost ot extending the ex1ating manufacturing plants. 

In other oaaea, 1t has been clearly stated 1n the contracts that the 

~~owtaetur1ng and processing t acilit1ea or the a1rcrart manutacturera ah&n 

to be ellp&llded 1n order t o enable the tirlaa to tult111 the contracts. 

has been turnJ.ahed wi th an eat,i-te ot 

extena1ona and the contractor baa 1na1ated that the corresponding 

(special machinery and tools , general machinery, erection ot buil­

), should be amorti zed in 2 yeara, or even in one year. 

paid or to be paid by the French State amount to:-

Contract ot February 6, 19~9 . 

ot planta •• .• .•...• •• . ..•...• •.• ••• • $ a.o,.ooo 
oac>nlnery, tool• •••••• • •• •• ••• • • •••••••••• • • •• 1 ,.10, 000 

(R•id by increase in price or 115 airplanes) • ••• •• •• •• $ 2, 250, 000. 

aum ot $ ~,600,000 will be 010rtised by the increase 
ot theae 2 . 250 100tore, which are to be deli Tered 

the 1ear 194:0............ . . . .... . . . .... . . . . . .... ..... ~,600,000 

Optiona tor a fUrther number Of sotcra t o be del1Tered 
1941 are 11tted at the end or 1940 , a turtber aum or 

1,400, 000 shall have to be paid ••••• • •..••• •• •.• •• • • • • • • • • • l,•oo,ooo 

• 7,565, 000 

to be brouSht oTer •• • 
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Brought forward • •.••••• • ••••• 

Contract ot Ootobar lO,lG~9 . 

Total amortisation ot plante and machine tools paid b7 in­
crease in price ot 1.440 eng1nee to be deliTered b7 Januar7 
31, lQ,O, under present contract ••••••••••••••• ••••• ••••••••• 

Tbla contract alao proTide& an option tor the complete pro­
duction capacit7 ot plant extetaicne during the 7ear 1941, 
without turther amortization Qbarge• ••••••• • •• ••••••••••••• 

f£!!!!!~L!~!!!!!..;Q.Q:!!!!!. Contract ot Octo bar 5,1G~9 tor 6~0 
and Contract ot October 27,1G~9 tor propellere. 

to be paid b7 increase in price ot a1rplanee • ••• 
b7 increaee in price ot propellers ••• 

T 0 T .l L t-

+ + 
+ 

Tbeee eztene1one ot plante and macbiner7 have 1ncrellsed 

production ot the .anut•cturere •• ehown hereattert -

£*P.2.1!7_o! ~~o!i.2"_i.!!co~!.•.!d-bzt 

65 twin engine a1rplanee per ..onth. 

~!!!L!!!!!l2!!~L!22!!!:!.!. ~ {1200 B.P~ .ng1nee per 110nth. 

To sua up,and 
French !!tatst 

The increase in 

~ \1600 B.P, engines per .onth. 

~ single engine a1rplan.. per 110nth. 

considering anl7 the disbursements made d1rectl7 b7 

a1rcratt production oapacit7 ot the united States 
MOUnts to: 125 h181> pertor.ance airplanee and 

1'50' blgb power engines par aanth. 
total aaount paid tor au"'ilinorease 1e t u.~s.ooo. 
total .-uzat ot the Pranoh order• ainca laat rear h t 260, 000, 000. 
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('l'be abo .. figures include only the swu paid d1reotly by tM 

French State to ita oontraotora1 in addition to theae, the following 

indirect 1nveatmenta abould alao be oonaideredt 

1) some manutaoturera have invested in plant extene1on part of the 

profits made on French orders, ao that it hae not been neoeeaary to 

inelude 1D their contract a special olauee to coYer the oo.rrespond1ng 

cost; 

2) The size ot the orders placed hae had st..ilar effects on 1Dd1reot 

• endora, - (propellers, accessories, raw materials) - who haYe had 

to incroaee their plant capacity. ) 

: 
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Prasent: 

H, !t, J 'I'I 

iiallS ! 

Haas : 

Had.ley1 

I! • :! • Jr: 

llaaa1 

Ur . !Uetler 
Mr. '11nor 
Nr. llurphy 
Mr . Hadley 
Nr. Haas 
Mr . 3ell 
Mr. Hanes 
lire Klotz 

October 30, 19 39. 
U:45 a.m. 

Oeorge , I didn't get time to read this thing. Will 
you boil it down for met 

'!'he last t wo financinc joba , the issue d idn ' t l.l!l­
mediately line up wi th the mark&t on the CCC. I t 
was a week before it lined up with tho rest of the 
comparable market , a.n4 on this l aat Treasury finan­
cing, it basn' t lined up yet and we put some cbarte 
in there to show that. The only othar thing I bad 
in there, we made up a t a bl e ao i t would f a cilitate 
your l ooking over to see what your schedule o f maturi­
ties is . 

Jus t bo 111ng the th i ne down , 1t ia that these thing• 
have been dragging a little bit, i s that it? 

That 1o right, not !D\ICh bigger, even on the refunding, 

I beg to diffe r on that CCC iame. It hasn 1 t d ragged 
a bit, It jumped up and got in a better position 
than the other iaaues three or four days after it 
cam& out . 

I don't know it you a re u s ing the aamo figures r.e 
are. 

flhy don • t you boys stick togethert Have your boree 
racee in somebody .else' a room. Xou ought to get to­
gether. 

I d idn' t know, I thought it was a generall y accepted 
opinion. 

(On phone) Hello. (Telephone conversation with 
George Harrieon follows!) 
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I!MJ'r: 

O~rator: 

!!MJr: 

0: 

H¥.Jr: 

0: 

I:!MJr: 

George 
Harr1eon: 

I:!MJr : 

H: 

HMJr: 

H: 

J!l.!J r : 

!! : 

ID!Jr: 

H: 

ID!Jr: 

Hello. Bello. 

Yea, air. 

Oo ahead. 

Ootober 30, 1939 
11:30 a ••• 

He 'e coming on nov. Juet & moment. 

Thank you. 

Go &head. 

Bello. 

Hello, BID17• 

Yea , George. 

Well , ve •ve gone over th1e Vbole matter. 

Yea. 

And due aomewh&t to & change 1n yield that h&e oocurad 
aince l aet week •... •• 

Yea. 

• ••••• • we've reviaed aomevhat our 1deaa ot laat week. 

Yea. 

But ve think 1n llhort that the beat thing to do 1n 
all tb.a o1rouaatancn 11 two and three quarter year 
one percent, vbich would eall at about a halt a 
poi nt praaium on the haata ot t he yield. 

I aae. You think that' a perteotly uta? 

Well , we think 1t'a -- ve t hink it'a entirely aate . 
'rha three year one percent would be too thin, in all 
the preaent c11ro1111atancaa. 

Yeah. 

And loolt1ng toward• the tutura e~peciall:r . 
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to1Jr: 

H: 

tr.!Jr: 

H: 

Hl!Jr: 

H: 

~ : 

!!}:Jr: 

H: 

H: 

H!-!Jr: 

H: 

H: 

!!!~Jr: 

:i : 

h1:Jr: 

H: 
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What about two yeare and eix ~onthe' 

Well I think that •e t oo r1oh. 

You think that's too r1oh' 

Yea . 

Uh-hub. 

I think the two and three (luartera Just a bout hi ta 
i t right. 

Uh-hub. ~ell •..... 

And we all reel that vay. 

Yeah. 

There are 
do even a 
Rouse and 

ao111e here Who 
three year at 
I d1trer with 

Yeah. ~I ell • •••.. 

It 1 a too risky. 

reel that you might possibly 
one peroent but Sproul and 
t hat • 

Would you be available aga in at 2:)0t 

All day. 

Well , I'll call you around about 2:)0. 

.Ul right, air. 

And we ' ll -- we'll make anot her check then. 

Firat rate. 

Hov• a t he bond market behaving today? 

Well nov walt a minute I' l l put Rouee on- he oan 
tell you directly. 

Right. 

It• e quite strong, quotation vas and up quite 
sharply. 
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l!IIJr: 

R: 

l!MJr: 

R! 

R: 

R: 

P.MJr: 

R: 

h"Y.Jr: 

R: 

l!MJr: 

R: 
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Yea. 

ButTery little Toluae. There'• Tery little selling 
and a little inquiry in a t ew apot s. 

Any inquiries on these -- tor theee R.F.C. notes? 

I ' ve only known ot one substantial transaction in 
the laet two or three days. !Yo million or the 
January maturity transferred on Friday afternoon 
at par 15. • ... · 

Yea • 

• •••• •• wblch is a s ixty-six Jield. 

I aee. 

I t dldn't know whether a aubatantial transaction 
ie in t he market to our knowledge. 

i t 
But you take/there'll be a good demand tor a two 
years a nine months? 

Yea, I do. I thlnk they'll go rapi dly. 

Right. 

And a oaeh i eaue, t hey'll be very glad to get them 
at the - - at the coupon rate. 

O. I . 

It leaTes a good deal or l eaway. 

!hank you. 

Yea , air. 

Goodbye. 
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H. U.Jrr 

n . :.~ .Jr: 

Ho.as: 

!lurphrt 

B.!l. Jrt 

Bell: 

Hadler: 

H. M.Jrt 

Had.le:y: 

Bell: 

H.li. Jrt 

Rietlert 

H.!l,Jr t 

. ') ( --
- 2 -

llr. ~. r ou have been kind ot oonaervative 
recantlr, rou and Haas, haven't rout 

Yea , air. 

You used to be the other way around, 

We had a war. 

This 1s a tamoua tirat , rou know. It is our f i rs t , 
since tho war. 

I can tell JOU beforehand wha t l!cclaa w111 sar. 

I th1nk he rlll t ell rou 1t 1e a toea or the coin. 

The general street gossi p 1s aooeth1ng below three 
rears and probablr 1n the range or 2- 6 to 2-9 at a 
one percent coupon, which 1s what we are tal!dng 
about , eo that it wouldn 1 t CCC!e aa a aurpriea, whi ch 
the last Treasury note last week mar have done . 

Have you got anything maturing on June latf 

Nothing between !Aarch and September ot that year, 
and the only one 1a a callable maturity, that is 
the IIOLC on July let. 

We have a maturity at that time that comes right 
in there when the Trea sury 1a least thinking about 
it and it has a churnins ettect. I t this 1a a 
two year six contha, ltr. Se cretary, I would like 
to make it May lOth and date theee notea November 
lOth, which would be exactly t h e coupons. 

o. x. 
Have you tallows got an;rtb1ng one way or the otber f 

Well , I really am no good at this end or i t so I 
ahouldn' t talk, but i t has been dragging slowly 
ainee last weak . 

(On phone) Hello. (Telephone oonveraat1on rlth 
Marriner Eccles tollowa t ) 
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Operator: 

!!Y.Jr: 

Opera tor: 

HJ~Jr: 

0 : 

0 : 

!!l!Jr: 

Y.-.rr 1ne r 
Eccl es: 

E: 

I!MJr: 

E: 

I!MJr: 

E: 

HMJr: 

E: 

I!MJr: 

Ooto'ber 30, 1939 
11:49 a.a. 

He'• oosing to the phone, Hr. Morgenthau. 

Thank you. 

( Br1et pause.) 

Shall I oall you baok when be oomea to the phone' 
I thought they bad him on. 

I' l l hold on. 

All right. 

(Brief pauee. ) 

Oo ahead. Go ahead. 

Hello. 

Hello. 

Good morning,Marriner. 

Good morning, Henry. 

, .,8 --

Have you been looking at this R.r.o. proposed issue? 

Yea , air. Yeah, ve ha~e been diaouaaing it thie 
morning. We looked at it a little on Saturday. 
There doeen1 t aee11 to 'be ~er:r auoh choice. Ae I 
underatand it it'e between a three year, mtoh would 
be due November tiret 142; a tvo year nine 11ontha, 
due Auguet ti.ret •42 •• •••• 

Yeah • 

• • • • • • or a tvo and a halt year, due May t1rat, 1942. 

'!."hat• • right. 

Nov
1 

t he - - the Noveaber tirat •42, t hree ;reare, 
wo~d -- vnuld lea~• a premiua ot about 15/32nda 
tbie 1110rning. 

Yeah. 
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::'Jr : 

E: 

:!: Jr : 

::: 

:~:Jr: 

::: 

::: 

P.: .J r: 

::: 

-

- 2 -

Which 1e a li~~le over -- Just about a half a poin ~ . 

vcnh . 

::ow I ;:>crr.onally thi nk t ho.t t hat ' s -- the t1nanc1ng 
co uld b e don e on thr.t ba ole . I mean , a s - - on a 
short issue »1 t h the demand for funds t hn t -- I mean 
' :lth the demands for seouritlea ther e seems t o be , 
I t h lnl: i l. ooul d be done . !;o1·reve r , 1 t - - in dis­
cuss inc it wi t h t h e -- wi th the other members of 
t he boerd here , we all conclude it's Just about 
a t oes- up . It rl'~lly -- 1 t l't Rlly doc en ' t make 
ve r y cuc:1 difference one way or the other. The tvo 
~~d P half year, or course , gives you a - - gives you 
a l it t l e -- nak•s i t r l lt~le swee t er. It -- a 
hunc!red and - - about 21 or 22/ 32ncis for a t>:o and 
o. half issue. 

Yeah . ',/ell you tello>~s cio n ' t -- h r- ve you a ;>er s one.l 
o;:>inion o.s to how lon~ you' d make lt? 

I do n 't. It r e a l ly wouldn't · •o.ke a particle-- I 
•·ould sc.y -- I woul d -- perGonal ly I uoulci maf.e 1t 
the thl•ee years , i f it wo.a Jus t a personal dec ision. 
P.o>reve r , I t hink the question io -- the question i s 
one t hr.t you c ould decide nny way . It ' s a very 
c lose oueet 1on ann the other memb ers here nll feel 
thl>.t i t 's a t oea- up . 

0 . Y. . \I ell, t:e .:on ' t "'nke •t:> our mind until a bout 
2 : ) 0 or so , and ••••• 

In other words , i! -- i ~ the ·woblems we he.ve ln 
the future are as easy t o deolde as t h i s one t here 
shouldn 't be any dlf~ioulty. 

':"hat ' a right . 

All rl~tt t h e n , Henry . 

Thank you. 

Goodbye . 

.. - :f!r -
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B,!I, J r a 

Bolli 

H.Y..Jr: 

II.X.Jr: 

Banes: 

B.!A,Jr: 

- ' 0 .:.. '· 

- :5-

Jeaae waaaa 1 t worried about tnat Jul7 lat , I take it. 
Be said it waa juet a eugg .. tion and an;r place 7ou 
want t o put it la all risbt wi tn h1111. 

It doean't coat tn- an,th1ng, i t 1a just t hat we 
borrow ror tnree montha shorter tiae, 

It coats th- aCIIIethins t or that three 110ntha, 

Wellr 7CU don ' t know. I! Viner 1a r1gnt, it will, 
and 1! Viner 1a wrong, it won't, llobodJ knowa. 
But it 1a 250 million dollars and tbeJ forget 
now that laat week thaJ were telling aa I fta 
crowding tne -rket too auch. I at111 lean toward 
two 711ara and au montha , but I am not girt.ng an;r-
th1ng aft7o . 

We can ' t lose on a two J &&rl aix mantha. You can 
Juat have· tnat much more 1nauranoe, 

I don' t know how 7ou (Banaa ) !eel, but I aa a Uttla 
bit more nervous th1a week tnan I waa laat wok. 

So am I . Getting back to that - aomnhere 1n be­
tween, theJ apparently think a two year , aix ia a 
little too rich, A two J ear, seven, thougn, would 
be 1n the r1gnt plaoe, 

(On phoDe) Bello. ( Telephone oonvoraation with 
Jeaae Jones tollowaa) 
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m:Jr: 

Operator: 

Jesse 
Jones: 

J:l!!Jr: 

J : 

~:!:Jr : 

J: 

!ii~Jr: 

J : 

!ii~Jr : 

J: 

!!l!Jr: 

J: 

!!MJr: 

J: 

Hello. 

Jesse Jones . Co ahead. 

Hello . 

Hello , Henry. 

Oo tober JO, 1939 
12:00 !loon 

Jesse --well, I've talked to all the experts eo 
now I'm talking to a pr actical follow. 

Yeah. Good . 

Oh, t hey t ell you -- the Federal Reaene of -- of 
New York say two years and nine months . 

Um-bo. 

Eccles eaye that he'll take anything , it's unimpor­
t ant but it might even do three years. 

Yeah. 

I ' m a little bit nervous. I ' m leaning a l i ttle 
bi t towards two and a halt yearo. 

Well , I ' m-- I'm on your side. 

I'm a l ittle bit nervoua. 

I thlnk, Henry, 1t 1 a a lot better for t hese things 
t o be grabbed and go up. The dollar - - the dollars 
don't amount to liNCh. 

'o'ell , ve 1 re tall<1ng - - all we' r e talking about il 
whether we'd make lt three months longer or aborter. 

That's right. 

'l'hat - - no one can tell wha t you ' 11 have to pay for 
money in July 1 ~2. 

We oan olimb that hill when we get t o it. 

Yeah. So it it's Just the aame wlth you I 'm going 
to Valt untll 2:30. I'm going t o oheok once more 
but right nov I 1 a personally-- f1l.Y own people aren't 
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J: 

HHJr: 

J : 

H!~Jr: 

J : 

m:Jr: 

J: 

J: 

HJ.!Jr: 

J : 

iil!Jr: 

J: 

llMJr: 

J : 

HY.Jr: 

J: 
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all in agreement vitb me but I -- I'm leaning a 
Uttle bit towards tvo years and eix months. Nov, 
the trouble vitb tvo years and ae·nn 110nths ie that 
that vould be Just ahead of June 15th, Vhiob ve'd 
like tor t he Treasury. 

Yeah. 

But does May let or June let make any difference to 
you? 

Not a bit. Not a bit. 

And the other thing - Danny saya he'd like to Make 
it pay in the money on November l Oth. 

Yo veober lOth? 

Yes. 

That'll be t1ne. 

Well, it-- 1r you're available around 2:30 I'·ll 
call you agai n. 

I v1ll be. 

But I ' m just a little bit -- not quite as sure this 
vaek about t he picture as I vas last vaek. 

Well anyway I -- I think you - - I Just -- Just as 
I said, I feel that a r ev months more on there 
might be the difference in m&lting it avtully eveet 
or not so eveet. 

Yeah, 

I don' t th ink it hurte you to make it a little eveet. 

o. IC. 

Tbanke. 

Thank you. 

Ooodbye. 
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B. !!. Jrs 

Belli 

H, t.t , Jra 

Belli 

R, II , Jra 

t:to.nea : 

H. M.Jrt 

Hanes: 

I! ,!.I,Jra 

Bella 

H.!I. Jr: 

Bella 

H. !i.Jr: 

Bell: 

H, II, Jr; 

llaneu 

I!, III.Jr a 

Bella 

- '-
Laet week I felt prettJ good, but the horizon, 
to me, aeema a little blacker abroad. 

143 

I would make it 2-6, then, it JOU reel th&t wa7. 
I tn1nk the market aheete tod&J would e&J th&t 
2- 11 1s t1ne but there 1a th& t extra preaium 1n 
there that 1e insurance and I would take it. 

You don ' t 11ke to have a June let date , do JOUt 

No. Ire tried to get those J\lne one m&tur1t1ee 
out of there, 

JohnnJ, do ,.ou reel strongl7 about 1tt 

No, 

Do JOU have the same reaotiont 

I do, I em a little more nervous t h&n I waa l&et 
week. 

I would draw it up temporarilJ on two 7eare and e1x 
months end we oan check it once more at 2aJO. 

There 1sn1 t &nJthing we oan do abau t giving infol'lll&­
tion to the b&nkat 

lfo, not until I can eae the President. 

Should we a end them out a wire ~ow , eaJ1ng thSJ can 
expect aanethingt 

I a tba t cuatan&rJ! 

Yea , 110 theJ can be getting their m&ch1ne readJ. 

o. z:. Eve~J 1e 1n agre .. ent th&t we do 1t to-
1110 l'1'0 wt 

Yea . 

Well, 1t JOU and H&noa oauld at&J a lllinute, then I 
could talk to JOU· 

11&7 I diacuae this other point tor a -entt Wa 
didn' t talk to R1ener and Viner, but George Baaa 
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H.li.Jra 

Belli 

- & -

md I d1aGDaaed, ttda _l'D1111!, 'llhat ,ov. .tcbt W&llt 
to aa7 on thla progna, We l'eel that 7ou couldn't 
a&J' ~ UDtll after th1a 1a oloeed. It )'011 
..... soina to .. ,. au.,.th1ng, it .S.ght ban been add 
laet week to aee 'llhat ettaot it would ban on tbe 
111&11cet. 

a.,. it 'lhU1'11da;r1 

Well, J'OU are going to oloae to.or:row night. You 
might a&J' 1t then or J'OU might aa7 it when JOU g1n 
out the t1nal reeulta, 

Sold I 
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TREASURY DEPARTMENT 
gs 

INTER O FP'1CI COMMUNICAnON 

DATK Oo'-kr •• 1 .. 

TO Seol'O\ar7 ......... 
1111 r. 1. _ .. r. I. a-41. 

RP ra ... u. 
OfttrliiC I!Ub\ 

••MV !llaa Uta biil llUL PrM1w 

2 JTI . 6 ... . 
,,., o.u 100 100.12 uta.,.. 

( II«J 1, 1M2) o.n 100 100 •• ., ...... 
1. o.fa 100 100,23 . ..... ~ - o.n 100 100.1t 1., ..... 

o.n 100 1/1 100,23 11/1""'• 
o.n 100 1/1 lOO.lt 1. , ..... 

2 JT•· ., .... 1. o.n 100 100. 31 .. , ....... 
(,_ 1, l Ha) o.,. 100 100.17 lf/1 .... 

2 JTI. I • • • 1. 0.76 100 100,81) ~ 
(hJT 1, 1M3) o.ao 100 100.16 ~11/1~ -

2 7r1. 9 • • · 
.,,., 0,?'1 100 lOO. t t/Qau 

<-.. 1, lHa) o.aa 100 100 •• ., .... 
..!t. o.n 100 100,11 lt/ ..... t'--

o.aa 100 100.16 11/ ..... 

3 7Mn 1. o.aa 100 100, 16 1&/ ..... 
(hy, 1, 19ta) O,lf 100 100.12 li/ ..... 

1-1/Wf, o. aa 100 100.28 28/a .... 

O.lf 100 100.28 ., ... 
0,11 100 1/• 100.28 ao/aau 
O, lf 100 1/ • 100 •• 16/ lab 

lilt• ,,__ • Uoo .._, t4 t4tor111C t4 U.O l&o\ .U. RP 11- ..... 

t._ 11/I:IMa '- 11/l..,..o, 
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TREASURY DEPARTMENT : 45 

INTER OFI"'CE COiolloiUNICAT10N 

DATil Oo-.oNr 30, 1tfi 

TO S.Ore \u)' llor1• Ula 11130 ...... 

PROW I , B. Ba4lq 

DC n···w 
OttoriJic llarlott 

IUturi!il !lmu U!li lD21 ti1RL. 
,.. __ 

2 7ra. I ••· 7/fl/. 0 ,'11 100 100,10 10/aa.ta 
(llq 1, 1M3) o.eo 100 100,f f]3aMa 

~ 0. '11 100 100,3) :r~~ 0,80 100 100,lf • 16/t.'lau 

0.'715 100 1/8 100,3) ~ 
0,80 100 1/1 100. 16 12/32MA 

2 71'1. 7 1101. 1. 0.76 100 100,1t tt/32Au 
(Juo 1, lVU) 0,11 100 100.111 11>/'IJ'lt&U 

2 7rt. a 1101 . 1. 0,78 100 100.18 18/32D4o 
(J'cll7 1, lVU) 0.83 100 100.1-& 1o&/3'la4o 

2 )TI. 9 ••• 7/,. o.eo 100 100.7 7/~ 
(Me. 1, 1M2) 0,81 100 100.2 2/~ 

1. 0.80 100 100.17 17/3'lad.o t--0,81 100 100. 111 13/l'lAU 

3 71'•· 1. 0,81 100 100.14 14/aa.ta 
( lo• . 1, lto&'l) o.to 100 100.10 10/3'lad.o 

1 1/,. 0.81 100 100.26 26/32MA 
o.to 100 100.21 21/a'laU 

0,81 100 1/1 100.26 %2/3'lau 
o.to 100 1/1 100.31. 17/a'laU 

lal!• Pral•• oa u.o 4a7 of offorl111 of 
fr• 13/'IJ'laU -.o 16/3'la4o. 

Ulo lao\ lllroo 1110 lo-o -• 
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,__. ___ . _ _::ua or 
~1xed m~tur1t 1ee 

Direct Direct Direct 
194o .liar. 15 Note 1-5/8% 1,}78 

J.lq 15 HOLC 3/3% 123 
June 15 Note 1-1/2% 733 Bond 3-3/!~ (19llo-~3) 353 Dec . 15 Note 1-1/2% 737 

19~1 Mar. 15 Note 1-1/2" 677 
Bond 3-3/3" (19~1-~3 ) 

11&7 15 HOLC 5/3% 191 
June 15 llote 1-3/8% ~ 
Jul:r 20 RFC 7/3~ 211 
q . 1 Bond 3-}'~" 83~ CCC 5/11 203 
llo•. 1 RFC 7/11" 298 
llo•. 15 CCC 1" 20~ 
Dec . 15 llote 1-1/~" 

19~2 Jan. 15 RFO 7/r FFKC 3 (19~2-~7) 
310 

236 Mar. 1 FFIIC 2-3/~" (1~2-~7) 103 
Mar. 15 Bote 1-3/~" ~26 
Jul:y 1 HOLC 2-1/~" (19~2-~) 1179 trpt.15 Note 2~ 3~2 
Dec. 15 Note 1-3/~" 232 -

1943 Mar . 15 Bond 3-3/11% (1941-43 
June 15 llote 1-1/11" 629 • Bond 3-3/8~ (19110-~3) 353 Bond 3-3/8~ (1943-~7) 
oOt . 15 Bond 3-1/~" (1943-45> 
Dec. 15 llote 1-1/8" ~21 

1911-4 Feb. 1 USHA 1-3/11" 114 
Mar. 15 llote 1" 

FFMO 3-1/~" (1944-64) 
515 

95 
Apr . 15 Bond 3-1/4" (1944-~) 1 ,519 
11&7 1 HOLO 3" (1944-52) 779 
11&7 15 FFMC 3" (1944-~9 ) 835 
June 15 llote 3/~" 416 
Jul:r 1 HOLC 2-1/~" (1~2-") 1179 
Dec. 15 Bond 4" (1944-~) 1,037 
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, . J _., 

TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

oAn October 30, 1939 

TO Seore~l'7 r nthau 
llr. Baa • 

Sett1 r the liFO Fin.noing 

,.AOM 

aJbJeot: 

The OoTernaent bond aarket wae weak tor eeTeral da7a 
laat week, but reoonred part ot ita louee on S..turda7. 
Ouaranteed 1 .. uu ehared 1n both the deoline and tbe rally. 
Short-ten~ iuuu loat leaa during the week than longer a­
tur1tl8a but no 110re than the norllal rel.ationabip would in­
dicate. 

I. Bebartor ot lilew Treaauq lilota 

The new TreaeurT note -turing lraroh 15, 191!4 opened 
Tuesday morning out ot line with the .arltet tor elt1at1ng 18-
suea. At the olo .. on !ruesda7, the new note aotuall7 had a 
higher yield than tha June 1944 note with a maturity three 
month• longer. Thua, the new note waa about three montha 
out ot line.• 

Tbie eituation continued througbout the remainder ot 
the week, and ae ot Saturda71a oloee the new note waa Jield.-
1ng .84 percent, aa oo8pared with .e5 percent tor the June 
note. Chart I oo8paree the Jielda ot the new note and ot 
the December 1943 and June 1944 notu da117 beginning with 
the opening on 'ruuda7. Chart II ahowa the J1elda ot all 
TreaaUf'7 notee ae ot the Oloae on S..turda7, an4 indicate• 
cle&rl7 how -.aoh the new note ia out ot line. 

ftla ril!bta tor the new note olo .. 4 llon4a7 Digbt at 
101-6/32 bia. !be new note ~ened 'rueeda7 when ia.ued at 
100-2o/32 bid. Only about 2/32 ot the total ditterenoe ot 
12/32 •Y be attributed to a decline in the aarltet. About 
halt ot the re•iD1ng 10/32 ot deoline r~r .. ant ed o••~ 
expectation in the pricing ot the rigbta (bad the new i .. ua 
opened exaotl7 ia line), and about hilt repreaented we&kneaa 
1n the new note ralatiTe to the ra .. 1nder ot the aarket . 

• ftle June note, ot oouree, ia aelling at a diaoount, an4 
could u .. lt be out ot line tor that reaaon. Eu&laatioa 
ot Chart II, howenr, doea not indicate that thh ia the 
o.aae . 
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u. !lehartor ot In 000 Ien• 

Atter baYiJI« been out ot line 11noe tba ol.OH on tbt 
til'lt 4a7 ot t raohq (1'11 .. ~, Ootober 17), t he nn 000 note 
OIM into 11n• lut 1'1lel4&7 (Ootober 211-) tor the t1r1t Uae. 
Ohart I II oo..,are1 thl n .. 000 note w'-th the liFO note •tuzo-. 
Ing two Wulte earlier (Jonllber 1, 1~1) and 1n41oatu how 
IIIUoh the aao note wae out ot line 41lr1q 1 t1 t1r1t .. ~~~: ot 
trading. Obart I1' lhoWI the Tilldl ot all guaranteed 1uue1 
bartng t1xid •tul'itiu aa ot the oloee on llaturda7. It w1ll 
be noted tbat the n .. 000 111111e 11 well in line w1 th the old 
11111111 of 11a11ar •tur1t1ee. 

III. Pr1o1y and lllato.ri tz ot In BrO loti 

!'be three liFO note• outltandiq baTe beband about the 
- •• otbar 111111•• ot co~ble •tur1t1ee Iince the an­
nounceMnt on !bure4&7 that a n .. BrO iuue wu 1n pl'08J)tct. 
Ae or the olo11 on llaturda7, liFO 111111e1 were well 1n 11ne 
•1 th the r11t ot the gu.aranteed .arltet, ae •7 be 111n 1n 
Chart IV. On thl beeh ot thl data 1n th11 obart, we han 
eet!•ted the probable pr1cee tol' an RJ'O 111111e running two 
:reare , two and a halt 7eara and tlll'ee 7eare, ae toll owe: 

• • Yield ba111 Pr101 

(Peroent ) (Dic1-.ll ar1 

2 lear• 
th1l't7-IICODdl) 

1 peroent . 65 100.22 
1- l/S peroent . 65 100. 30 

2-1/..2 l e&rl 
1 percent • 75 100.20 
1-1/S peroent · 75 100. 30 

i le&J'I 

1-1~ peroent 
1-1 peroent .s~ .s 

100. 26 
101.o6 

It lhOUld be obHl'ftcl. that a -.Jor 41eadn.ntap ot a 
two-:rear •tur1t7, 1t dated Jonllber 15, wOUld lie 1n the 
tact thd 1t wOUld han the - •tur1t7 date u tba n" 
aoa 1111111. Koreonr, the BrO alre&d7 bal an iuv.l •tur1q 
on IOYeaber 1, 1~1, oftl7 tourtMa 4&71 earlier. 111ther a 
two and a halt llOP a Ulrei-71&P •tv.ri t7 wOUld IDOOUDtel' a 

ta
oobrr .. poll41111 41tt1cnalt7, u a7 be eMil 111 the attaohld 

le. 
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to • • 1.9,... .. r 'i ~ __ ... 
(Yn m1Ulone ot dollar-e ) 

- --· 
Fl.xed 

D1,..ot D1,..ot 

194o lolar . 15 Note 1-5/5% 1,}75 

Ua¥ 15 HOLC }/1!.~ 121!. 

June 15 Note 1-1/2~ 
Bond }-}/1!.~ (194o-~3) 

7Jil 
353 

Deo. 15 Note 1-1/2~ 737 

19 .. 1 Mar . 15 llote 1-l/~ 
Bond 3-3/1!.~ (1941-43) 

677 

lla7 15 HOLC 5/8~ 191 

June15 llote 1-3/S~ 504 
JulJ 20 RFC 7/Sf. 211 .... 1 Bond 3-}'4~ 1!)4 

ceo 5/1!. 203 

• lOY. l liFO 7/l!.~ 291! 
lOY. 15 CCC 1~ 204 

Deo. 15 late 1-1/4~ 

Ju. 15 RFC 7/r PFMC 3 (1942-47) 
310 

2)6 
Mar. 1 FPII: 2-3/ .. ~ (1942-~7 ) 103 

Mar. 15 late 1-3/4~ ~26 

JulJ 1 HOLC 2-1/~~ (19~2-~) ll79 
llept. 15 Note 2~ 3~2 

Deo. 15 llote 1-3/4~ 232 

...... 15 Bond 3-3/ll~ (19~1-~3) 

J\IDe 15 llote 1-1/S~ 629 
Bond 3-3/l!.~ ~1940-43) 
Bond 3-3/S~ 1943-~7) ~ 

Oot. 15 Bon4 3-1/4~ (1943-~) 

Deo. 15 late 1-1/ll~ ~21 

19114l Feb. 1 UIIHA 1-3/S~ 11~ 

...... 15 llote 1~ 515 
,..., 3-1/ .. ~ (1944-64> 95 

Apr . 15 Boll4 3-1~~ (1944-46) 1,519 - 1 aa.o 3~ (19"-52> 77'J - 15 ,..., 3~ (19"-~l '" 
JUDe 15 llote 3/~~ 416 

JulJ 1 HOLO 2-1/~~ (19~2-~) 579 

ro. 15 Bond 4~ (19i!JI-~) 
1,0:37 
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Dono • ana. Note • 
to De ooaber )~. ~9~ 

(In m1.lll.one o t' do11a.ra) 

Direct Direct Di rect Guaranteed 

194o Mar . 15 Note 1-5/8~ 1,378 
. We¥ 15 HOLC 3/8~ 128 

June 15 Note 1-l/2~ 
Bond 3-3/8~ (194o- 43) 

738 
353 

Deo. 15 Note 1-1/2~ 737 

1941 Mar . 15 Note 1-1/2~ 677 
Bond 3-3/8~ (1941-43) 545 

lla7 15 HOLC 5/8% 191 

June 15 Note 1-3/8% 504 

Jul:r 20 RFC 7/8% 211 
Aug . 1 Bond 3-¥4% 834 

CCC 5/8 203 
Jov. 1 RFC 7/8% 298 
Jov. 15 CCC 1% 204 
Dec. 15 Note 1-1/4% 204 

1942 Jan. 15 RFC 7/r FFKC 3 (1942-47 ) 
310 

236 
Mar. 1 FFKC 2-3/4% (1942-47) 103 
Mar. 15 Note 1-3/4% 426 
July 1 HOLC 2-1/4% (1942-44) 879 
Sept. 15 Not e 2% 342 
Deo. 15 Note 1-3/4% 232 

1943 Mar. 15 Bond 3-3/8~ (1941-43) 
June 15 Note 1-1/8~ 629 

Bond 3-3/8~ ~1940-43 ) 353 
Bond 3-3/8~ 1943-47) 454 

Oot. 15 Bond 3-1/4% (1943-45> 
Dec. 15 Note 1-1/8% 421 

19~ Feb. 1 OSHA 1-3/8% 114 
Mar. 15 Note 1% 

FFKC 3-1/4% (1944-64) 
515 

95 
Apr. 15 Bond 3-1/4% (1944-46) 1,519 

lla7 1 HOLO 3% (1944-52) 779 

Kay 15 FFMC 3% (1944-49) 835 

• June 15 Note 3/4% 416 

Jul:r 1 HOLC 2-1/4% ( 1942-~) 879 

Deo . 15 Bo.nd 4% (19114-54> 1,037 
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DEPARTMENT OF STATE 

WASHINGTON 

October 30, 1939 

8ml0!'LI OONJ'IDD'l!tt· 

'lhe Jeoretary ot &tate preeente ble oo~l1aente 

to the Honorable the 8eoretary ot the 'lrea.urr and 

enoloeea, tor ble atr1otlJ oont1dent1al 1ntormat1on, 

a oopJ ot deepatoh no. 1~36 troa the Amer1oan lmbaee7 

at Berun, dated 8eptuber 28, 1939, tranaa1tt1og a 

aemorandllll ot a oonnreat1on ot Donald R, Heath, 

lequire, r1rat Seoret&r~ ot the EmbaeaJ, with Dr, 

HJ&lmar Sohaoht. 

lnoloaure~ 

rroa Berlin, no, 1~35, 
Septeaber 28, 1939, 
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1/ 

S11bJ•-' 1 !'raua!UU.S "-re4ua ot Coa•eraat1oo 
wl\b Dr. Sohaobt. 

Qpp(l4wt,lal 

ftaa Booonbla 

Sir I 

The a .. r•tarJ ot State, 

w .. blllgtO!I, D. O. 

I b••• \ha.booor to tran.mit a ... oraodwm ot 

• oonar .. uoa ot Doaal.d R. H .. th, Eaquira , J'irat 

e .. re\a~ td \ha 'DI!Iaaar, with Dr. UJellaar Schacht, 

IO.alater without porttoUo, ea4 \llltil .Taouarr ot 

tll1a ,..... Predd_. or \ha ltdohebult. 

a.apaattull7 roun, 

Alall&lldar IUrll 
O!larat 4' AttaiN• ad 11ltar1a 

!lloloaure 1 

l. --read-

:s ( 

Regraded Unclassified



llllolo•v• 11o. 1 to d .. puob nol4 :~5 
4e\od Soptellllor 28, 11139, traa Go 
AlurloeJI Iabeeey, Berlin, o.num7 • 

cootid!!!U•l 

a.:emo: 'l'o Ill' • x:ut. 
Sept ember 27 , 1939. 

'· 

I bad e long talk with Scllaoht ot hie ho!l>8 t bb , 0 rning . 

lla began b7 rniowing hie preaont poeition 1n tho Oon l'DI:Ient; 

1.o. , be had retalnad hie poai tion oa IUniater wi t hout 

por tfolio in tba tbougbt t bet o s ituat i on mi 8ht SYentuallT 

arlee in wbioh he oould , without oompromia i ng hie own Yiewa , 

be of aaa letanoo to the OoYernmellt , Thie pod tion wae 

ent irely nominal. He hod aeen no m .. ber ot the OoYerncoJit 

a1noa h ie return from Ind i o with the exception or Funk, 

w1 tb Whom he bad bad one oonYereat1on , He hoc! not attendee! 

the Rei chatag meeting on September 1, nor hac! he been 

pra3ant a t the Yon Fritnoh funeral. Ue sold hie position 

wao Y&ry a1mil ar to tha t or General Dook, former Chief 

of Storr, Who woe liYing in complete rotlroment in 

Lioh t ortolda. Like bi=aa l f , Beok had moint oined hie 

independanoa an4 had r efused to OOIIlprOQ! ae on ques tions 

or prinoiplo and fundamental polioy. 

Wbilo he had aa1nt a1nod h i e ~.1niatar16l poaiti on in 

tho bopo that a aituatioa a18ht donlop Where hie aonioaa 

oould ba utilised, be aaw little ea r ly likalibood or 

auob u ooourranoa. me paraoaal ralat i ou with Hitler 

ware by no IIIOODO untriendl)', however, and hie rarewell 

intaniaw laat January had bean in an atmoaphera of 

reapoot, elthougtl not ona or oordielity. Hitle r V1&8 not 

Wl&J'Otatul tor llha t ha had aooompliahod but oould not 

torgiYa bia r otuaol to beo~ a r eal m~bar ot the Party. 

In prSYioua yoara,ba ae id,Hitlar had personally besoUGht 

b1a o n .. Yaral oocaaiou to 14antif)' h i:Uielf • ith the Party. 

Ho 
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:61 

...._ 
~4 pftP Uul "err P Cion.._\ \ho ilqlreooioa \bet 

Ja&lu4 wo.U not rNll)' ao to wer, 1ho pNY1ou J'reaola 

AaNOOOdOl" - Polloo\ - bad boon OD UOOllOilt OM -

Ooulondre 'o tent hod boon too br iot tw hila to ooqu1re 

Wluonoo. 

Tw:!lill& to Uta ooonocllio aida he ..-rad tha\ 1\ 

wu traaio to oee Oo1'SA117 loo1JI& -h ot ito woal\h aa4 

lollaa ita trado •• , tor «XOIII)lo, \o lopOil. 11o aa14 

that he aJI4 h io ouoooseon 1D eoOIIOaio au\horitr ho4 

aroetl7 otl"'aa\h-d tho Roloh 'o abiU\7 to withotand 

wu. Attar thio ~ric be • de • rather Toiled 

atatot1011.\ 1D wbloh bo aa1d ~ \lll4ora tood , howoTor, 

Camol1D'o atl"'h&T ot ponpon-Dt 8114 t bet at e 

8iYan tilao tbo war would auddenlr blaze out into a 

·~terlol Y~l•s" , whioh, be 1ndioate4, woul4 put o 

araat atrain oa Oarm&nT'• auppl7 ot matorlala. Tho 

iaplioation ••• obTiouo that Oormenr'• poeltio11 •• 

rqor4o OTOiltul outtioionor ot wu .,.tor1ale waa not 

&oo4. • ho,.e \!tat 1n •- \llltoroaoan war tblo 

110olaoo tzaal• -rllot oould be atopped batoro it 

raaobo4 tllat polat, not Glll7 tor 0.1'11&11.7'• &oo4 but 

tor tho woltaro ot ,.,,la.., oa4 J'r;uloo, 

• aODoludod ~ oorlal that ho ha4 olnr• bold 

that • nas.o wb1011. orlpplo4 troo4oa of tbo\lSht .... 

opaoeh 1184 00111Pelle4 obo41oaoo ~ tho oxoroiao of 

autboritr to tho poi.Dt ot terraria auot enntuollr 

dl .. ppeor, oa4 tllat lt oo\lld oal7 ula\da ltaolt 

1.a • .._,.,. l1b Oon~Ua7 Wllilo 1\ hoel o 1"0001"4 ot 

••oooo. Bo e44o4 that ho no oUll ot that bollot 

h\ tM\ Ia- ~otap oo.U 0114ve o &re•t dool 0114 

1\ 
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It ~· •• e J-. U. 'lllfwe e *OJ II za-. 
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162 

all ta.t.,. ..W • ...U .. , It .,;ul 'tr -., 
wu w ._.1 • now e1 ..... ,._ _. ,_.lw. 

D.a.a. 

' 
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Dm'.lRfEii' OP llfU ! 

Wubtnst oD 

Ill reply re ter to 
u 862. 00/)894 

5%RIC%Ll OOIFIDIIttt L 

October 30, 1939 

Tbe Secretary or St ate prescta bia COIIPliacta 

t o t be Honorable tbe Secretal')' or the Treaaul')' and 

ecoloaea, tor h ia atrl c tlT coDtidctlal lnror.atioD, 

a C07Y or deapatcb Do. 14)~ troa the Allerlcan Eabauy 

at Berlin, dated Septeaber 28, 19391 tranaeittlng • 

eeaorandua or a converaatlon or Donald R, Heath, 

Baqu1re, Firat Secretary or tbe Eabaa~ , with Dr, 

H~alaar Sobaobt, 

llllclowrea 

"'- Berllnt DOo 14),, 
Septeaber 2a, 19)9. 

. . - ~ 

Regraded Unclassified



Bol'lSa, loptellbv 21, 19~ 

••• \4, 

··~-· 
!J'qlllllUIIIa ... r .. -. of eoa .. r .. ts­
wUh Dr. lohaut. 

f ba lloDorablo 

111'1 

tho looro\U7 of State, 

... lac\ODo DeCo 

SeafM•'''1 

l/ l ba .. tbo ~ol' to ti'•••U a -r•dllll of 

• -YOr .. tS. or Doaald a. Bodh, Z..u1ro, Plrat 

loental')' or tbo a.t~••lll', wUb Dr. ~~~ .... boobt, 

IUaut .. nuao.t ,.nr.uo, .-4 1111tU 1-.:rt of 

tbla :r- Pn•SA•t of tho Jlolob.oNalto 

•• ., .. ,nan, ,. ...... 

Al.-401' ltlrtE 
aaar1i d'Mfalna ad s.•uw 

100 ..,. 
4 U.o ::r of 
\llo ·~ wlclllalo 
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eon of • Con 

r='¥'''tl 
... , to *'• l:trk. Sopt.-bor 27, 1939. 

I bad a l oaa tal.lt with SobaoM at hi• boeo tbu •mSaa. 
Ia beam by reY1ow tlc h u pro8ct poa1tica ill tho Oonna.atJ 

t,e., be bad rotoiao4 h U podt1oa •• lmutor w1tbout 

portfolio 1a tho thoupt tbat a 81tuaUoa ailbt ••oatllall7 

u1n m wbs.tb ha eol&ld, witbout cot~p,.,.ume h ia o- .u.., 
be of au1otmoo to tho Go•orn..t. !b1a poa1t1oa wa• 

eoUnl¥ noamol, Bo had HOD no aoabor of tho Oowo~t 

a!Aoo bi t n wm troa tDdu with tho oxcopt1oa or Plmk, 

with whoa bo hlld bad oao -•orutioa. Be had not attODdod 

tho Bo1ob•taa ... tiDe oa lopta.bor 1, nor bad bo booa 

proact •t tho •oa Jl'r1t .. h t'lmual. Bo add h1• poa1t1oa 

... ••17 •1a1lar t o that of Ocoral Book, foraor Ch1of 

ut Start, 'lllbo •• l t.Saa m OOIIPleto rot1r-t 1n 

LlebtePfolAio, t.1ko b~olt, Betk bad •mtame4 bu 

mdepcdcoo mel bad rofll•o4 t o oo..,roaiao CD qll .. t1oa• 

of prtao1plo ell flllld-tal pollq, 

lhUo ho bad •1nta1ae4 h1a ain1ator1al podtloa 1n 

tba bopo tbat a •Uaats.. al&ht do•ol.op wbon hb ••nt"• 
oollld bo lltUuo4, bo ••• 11n1a oar:LT 11ka11hoo4 of 

-.o~a m oooarroaeo, Ita per-1 rolats-o wUb Bitler 

•oro by • -• ~ai:P1...sl7, bowowor, •<I bla tar-n. 

1ntorY1 .. 

-. -~ 
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tDt.rrlow lae\ l81N•PT bad b ee SD Ill a\•aphero of 

ro1pen, al\houp not oeo of oordlalltJ. llltler ••• no\ 

IIDII'•tttul tor tibet bo bad ao~llabed but O®ld not 

torc l•o ble rotu•al to b oo- • real .. llbar of \he Par\J• 

Ih prnloua yoara, be eald, titlor ba<l pen oDallT baaou111t 

hlo oD IOYOral occadona to lclentlfJ bialelt wltb tho Party. 

Ro ooul<l undoratan<l that attltu<lo beoauao Bitler dopeD<Ied 

OD tho Par t J an<! oould not rouSD SD power w1tboat u. 

He, bowoYor, ba<l oortalD prlDolpl oa, u d tho fact ... 

t ba t 801t of tho Party loader• wore not Yai'J bon .. t aoo 

or, 1t tb41' wore, tbq wore fODatloa. Tbla wua tho 

ouo ot lieu, llbO •• unquoatloeablJ bolleat but entlrolJ 

t&Datlo 111d l itllted 1D outlook. Bo r '-rlted that t he 

oDlJ PartJ poraoea1• lbo wolll<l oppoae bla return to tho 

0oYtMI8alt ln tlae of eaoriODQJ and wu peraonallJ 

1D1alo.al to hla •• !!1bb111trop. That waa f or rouona 

ot c.11ttorooeo of policJ and pcu oaal J ealou4111. 

II Utb111trop'a pollq aoc1 1DtluODco bad c:ortalnlJ coetrlbllted 

t o tho t r.,la dOYol o,..ntl of thou lart woolta. 

Tbe ~lata etort1D1 po lDt of t.bo preaont ar 

•u Ooi'UIIJ'• .Utuo SD SDYad lDI Caoehoalo•ula lut 

aprtDI• That •• mora b la pollcJ bad alwOJI booo at 

warlaDoo wltb R1bbctropta, ailloo bo ba<l alwqa bel<! 

tbat oo .... n;•o predoa1Dmt SDttro•t• iD aoutbouum 

l!llropo wore -•1e 8D4 tbq oould bolt be aeh1eYed bJ 

• 
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a aerupuloua reapMt or the aonrel.plty o r tbe aOUDtr1 .. 

111 Ulat ar... !'be war waa utterlJ neeclleaa aDd a 

aUtaka 1D tbat 1t reaultacl 1D both Runte aD4 Oa!'IIAD 

ocwpaUoe or Poland, It wu n ot to Oar.a1111' a raal 

IIIUrllt to ha'fe al1• •1Dor1t1 .. nor to ha'fa Ruu1a 

on itt boi'CSen, but n ow 1t would be t.pou1b1e t o 

rutore m illdep~•t PolBild u oept tbl'oucb the 

cooparaUoc or Jbclaad, l'l'aoca aDd Oer.any, a rather 

~mUII.Illtable cle"o'elop••t• to a q tbe leaat , omder tba 

pruent olr~anoea, Baaula bad not toraott• 1ta 

14" ot PaD-SlaYUa amd tbrouah the occupat1oc or 

Polm d and OarUDT'• present obliaat1oc, not to .., 

4epUldcoa on bar, waa ill a poa1t1on to pu ah tha • doot r1Da not ••rely ill Poland but a.lao ill tha Balkana, 

•blob would no t be ill OerUDJ' a l.Dterut. 

Be racrettecl tbe t act that tba Party laadera did 

not hne a loec-ter• 1ntem at1onal outlook or QJ 

..adaratancliDI of illtematlollal J'Hot1011a, llnllaDd wOill.d 

DOt ba'fe oppoaacl llulatc ud tbe Corridor retaftllDc to 

a.,_, or a r ect1tf.Atat tim of t!le troaUer at other poillta 

aollbtnecl dtb axebma• ot populat1oca. Qsclaad had 

coaa to wa1• becauae of tile ••tboda t hat bad bee e~~~~loJed, 

lbUa ha llkewha oppoaed tba .. Mthocla 1t waa alao 

t o ba add that 1t ••• abo tba f ault of Jln&laDCl ill 

balDC 

". ( 
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belA£ ao dow aD4 abortl i.sbtecl In ta1Un1 t o -perate 

wltb the Straa e11a11 JOYem.ct and rect11)'1nl at le88t 

a pert ot the lntoleral>le lnequ1t 1ea ot tbe VenaU lea 

rreatr . Ir llnglend bad tb., 11Yeo Oer~ 10 pere .. t 

ot what Bi tler baa a lnce takeo t iki present altuat 1m1 and 

regiae would not baYe aria... England had al ao bl undered 

111 not talclng act l Ye aenaurea to aol•e the r eaailllng 

cr1t1cal probl .. a ot ~rope tol!ow1Dc tba lun1cb Agree-ct. 

~1atelT arter tbat lll!Peea.,t l'llll"'d ahou l d hne 

coae to Hitler end uid, • It 1a a s r eed to t alta no atep 

likely t o trouble the European a ituat1011 without 

conaultatloa and we ha•• coa e, tbaret'ore, t o conault 

about th e probl ... ot D&n 2111 and the Corridor and 

t he other d1t't'1oult1ea . • Bad laglend taken auch a atep 

there eaa a poaa1b111t7 thot the preset t r aaeey atcbt 

bne bee eYol.ded. Be tbousht tbat Ueoderao.n had 

bee an uatort~mate oboice aa Aabauador 1n that, 

until it s too late to atop the .sroh ot • • enta, be 

h&d gl ..a the Ger .ao Qoye~t the t.preaa1011 that 

&asil&4 would not reUl.r 10 to war. The prnloua Pr111ab 

A8bu aedor - P011oet - had bee an e xcalleot one -

Coul OGdreta tera bad baeD too brlot tor hla to aoqulre 

illnueoce. 

F 

r ' 
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!llnailll to tale ~c aide llo r-rtled t.Ut lt ... T loa1D1 •ell of Uo wealth ad 

lolilll St • trade u, tor osa.plo1 to lapaa. lo aald 

tlltt llo IIAd hla au .. o .. ou m Hoeoote autborliJ llad 

1natl1 lti'OIIIthmod tho fte lob'• abUU7 to witbatqd 

war. After tllla ro•rk llo •do a rat bor ••Ue4 

atat oomt 1D wh1eb bo aa14 he uadornood, howoYor, 

GaMl lD'• atrato17 of poatpoe•ODt end tbat n · a 

s lvto u .. tho wu ~ld ouddely blaao out tato a 

'latorlal ~1'1011 , whtell, ho 1M1eate4, would pVt a 

croat ttra1D aa OorMQT' a auppl7 ot •tor 1&1•• tbo 

t.pl1oat1on • • • obYioua \bat OoroaQ7ta poaltioD aa 

Ul&rda OYCtual avff1o1mQJ of ., .torlala ••• o ot 

1004· Bo hoped tbn 1D ao .. UDforoaom wq ihta 

uaoloaa traclo oantlloi oould bo &topped botoro 1t 

rtaohocl that polDt, oot ODl7 f or Oo~•• COOd but 

tor tho wolfuo of ~laad c4 haaoo. 

Ia ooooludod b7 &IQ'lDI t.Ut llo had ol~• hold 

t he\ a re,too *lOb OJ'lpplod troodoo of tboulht md 

apeoeh md 0001pollod obodtmoo ~ tho n:orobo of 

auibor1iJ to tho polDt of toi'I'OJ'lao ••t a,_tuall1 

dlaoppoar, ad that tt oould Olll7 •tlltaiA tt .. lt 

lA • OOUD\1'7 ltlto oo,....,. wbUo 1t had a reoord ot 

auooo••• 
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3ccrctary or StatE , 

Washington. 

2212, Octott r 30, 

PLAIN 

London 

Dated October 30, 1939 

'ltc 'd 10 a.m. 

FOR TREASURY FROM BUTTERWORTH. 

Since my 2165 of OctobEr 25 thrrt haVE btEn no 

further changEs in thE official ratta or cxchan3E 

tXCE!) t ror thE btlga which wEalctntd on Saturday and 

again today , bring n ow quoted 24.00 - 24. 20 . Th£ 

rorV~ard btlga also went fr= a premium to a disco•.mt , 

t ht quotation prior to October 26 b~lng 4 centi mts 

9rtmium to par and thereafter 9ar to 4 centimES discount . 

I'CL 

• 
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TELEGRAM SENT 0!\AY 

Oc tobEr :30 , 19:39 

noon 

A:nt mbo.asy , 

London. 

1:325 . 

' From tlx Stcrttllry of Treasury for Butttrworth s 

1.n tarmot 1on end rtptt1tion by mo.1l to tht Amtr1eon 

Embr.aa1ta Po.r1a and B£rl1n. 

Rtftrtnet our cebltgrem 1280, Oetobtr 24, 11 o. .m. 

3tcrtto.r y of thE Tr tnsury ennounotd thot ~515 , 2101900 

:72 

of thE TrEooury notEs rro t •Jring Dtc£mbtr 15, 19:39 hoVE 

bEEn txoho.ng td for th£ ntw l ptrot nt Trto.oury not£ s 1944, 

EA : LWW 

•; ,. 

BULL 

( !IF) 
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'101 .Uerioan bbue7, London 

DATE: October ~. 19~9, 7 P••• 

NO.: 1~~ 

\ 

'!'he following ie trom the Treael.ll':r Department, 

, - 3 .;.; 

t or Butterworth, end tor repetition to Allerioen ICIII.baeei .. 

at Parle and Berlin b:r mail. 

'l'oda:r an announcement wae aade by the 8eoretar,. ot 

the 'i'reaeur:r that the Treaauey h offering tor ouh eUb­

eor1pt1on $2150,000,000 ot J$ not .. , at par and accrued lntel'­

eot, on behalf ot the Reconetruotion P1nanoe Corporation. 

The 1ndebtedneu ot the R.P.C. to the Treaeur:r will be paid 

w1 th the proceede. The date ot the no tea will be the 

tenth ot November , and the maturity date will be the tiret 

ot Jul:r, 1942. The United 8tatee will tull7 and unconditionally 

guarantee the notes both as to principal and interest. 

T 

EA:LW 

I!ULL 
(KJ') 
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Present: 

llr. Pinsent 
llr. Cochran 

October~. 19~9 

10:50 a . m. 

Mr. Pinsent: I have this message which C8me over 
the week-end from the Chancellor of the Exchequer. 

(HW ,Jr reading: •The Chancellor ot t he Exchequer 
r1ahes to convey t o Mr. llo~enthau hie personal thanks 
for h11 advice and assistance, and to say that he readily 
accepts the proposal to open a s pecial aooount with the 
Federal Reserve Bank of New York, and agrees that llr. llor­
r,enthau should personally and confidentially have access 
t o 1t. 

•The Chancellor of the Exchequer is sending Ur. 
Walter Wigham, aenior partner of Robert Fleming & Company, 
to Washington at the earliest poss1 ble moment to ass1at 
the British Ambassador in disouesing details regarding the 
account and the question of the dnapoeal ot securities, 
both w1 th llr. llor gent hau and also with the officials ot 
t he Treasury and the Securities and Exchange Comm1aa1on, 

.as may be necessary. llr. Walter Wigham will also act 
subsequent ly aa the British Security Expert auggested in 
ur. Osborne's discussions in Was .1ngton on the 19th October. 
If for private reasons llr. Wi&ham's atay has to be curtailed 
an appr opriate alternative arrangement will be made. 

•ar Jtlah Embassy, Washington , D. C., October ~th,l9~9.• 

KII ,Jr: I would eay that ia moat aatiataotory. 

Ur. Pinaent: I am glad to hear lt, Ur. Secretary. 

llr. Wigham, according to our directories, ia also 
a Director of the Bank of England. I don't know him per-
sonally. 

KII.Jr: 
torial ••ri ter 
l!erald. 

He had a brother here loat year who waa edi­
tor lira. Patterson's paper ; the Waahington 
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llr. P1naent: Oh! 

HII,Jr: He d idn ' t laat .err long. llobOdr l aata 
Yery long w th lira . Pattereon. He did aome -rery inter-
eating editoriala, aoat or thea on gold. 

llr. Pineent: Yea. 

Hll,Jr: !her • ere -rery goOd. 

llr. Plnaent : I ought perhapa to explain that th1a 
~~euage arri-riid a llttle b1t corrupt ln plaou, the olpher 
waa a little corrupt . I had to reconatruct, but I ha-re 
no doubt tberaconatruotloa la aore or leaa correct. 8ome­
th1f6 funDT l n the wording where lt apeaka or the dlapoeal 
or aeour1tiea, but no doubt what it oan aean. 

Hll,Jr: Other than that I a a pleaaed, it doea not 
require any fUrther anewerl 

llr. Pinae nt : I don't think ao. 

Hll,Jr: The only unfi niahed bualneu you and I ha-re 
1a the requeat I aade about being ad-rlaed on thla informa­
tion for the Preaident. 

llr. Pinaent: Yea. I aa afraid we ha-re no reply 
about that . I a a eorry about it. I han no doubt the 
dltflculty h 80 a&Df Depart.,.nta ara concerned on that 
aubJeot, it i8 taking aome ·tiae to get it t oget her. 

:Xtlr : Can rou eee any po88ibl e obJection if I 
abould the French that we han oonoludad t h18 ar-
raf6e•nt with you and we hope-we will put up euotly the 
aaaa thing to thea -- and hope they will do t he _ , 

Mr. Pinaent: I oan 8te no obJaot1on, llr. Secretary. 
l bel1e-re tbi Franch po81t1on 18 aomewhat different beoauae 
t hey haYe not called tor raturna at auoh an early «ate aa 
we han. I 8hould aay t he7 telagraphed to ua at the eaae 
tine. from London, an aooount ot t ha oon-raraatlona theJ had 
had with llr. lennedr there. I han &lao heard fro• llr. 
Cochran and •... 

~.Jr: Do ther oheokl 

llr. P1n8ent: Oh, 1•al I think ther do. I han 
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not " neopted to check details but I ao eure there a.re not 
any discrepancies. 

HU,Jr·: But they di d check. 

Mr. Pinsent: They did check. The French will be 
perhaPs a couple of months behind us in getting their re­
tur ns ao they are not l i kely to be active before December 
at the earliest, but I underatand that t hey had lt very 
=ueh 1n mind i n London to consult with t he 'ranch 1n order 
to a rrange cooperation in the liquidation ot aecurities when 
the French are ready to start. 

HU6Jr: What is happening about American securities 
owned i nada? 

Yr . Pinsent: I have not heard anything eoecit1c 
about that . Some measures have been taken r equiring r egis­
tration and prohibiting transfer wi thou t permission, but I 
think I did ask Ur. Oaborne when he waa here, about ten days 
ago , nnd I understood they were not yet t aking any act ive 
steps to tAka over the seouritiea, but what plane they may 
have, I am a f raid they don't know. 

HN ,Jr: Would it be easy tor you t o ascertain? 

Mr. Pinsent: I think so. At least, it ia easy f or 
~e to aok, but I don ' t know how much i nformation I will get , 
but I think I will ge t it. 

HN,Jr: Would you? 

Yr. Pinaent: 
anyhow.-

I will do eo. Yea, air . I am .. ri t1ng 

H~ ,J£= 11111 you aalt hi m? I! we are going to d o it, 
let ' a g 1 loose ends eewed up. 

Mr. Pinsent : Yea. 

HM.Jr: Have you something else? 

ltr. Pinaent : There was one other que at ion I wanted 
to aak. I don ' t know whether it' s capable o f a na,.er at 
present, I thi nk you have probably eeen the statement which 
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Ur. Pittmann made on Friday to the etteot that the 11eutral1t7 Act aa it now atanda would prohibit the Reconatruct1on Finance Corporation and other Go•ern­Mnt agenciea trom .-lting ·~ loana on eeouritiea. 
Hll,Jr: I am having 1t looked into. 

Mr. Pinaent: You have not made up 7our mind? 
Hll,Jr: I wae aurpr1ae4. 

Mr. Pinsent: I waa eurpriaed, I conteae. not underatoOd that waa the caae. I had 

!DI,Jr: I waa aurpr1ae4. 
It waa a complete eurpr1ae to me. 

I u going into it. 
to 11e. Something elae? A complete eurpriae 

Mr. P1naent: No. That waa all. 

117 

!IX Jr: ll7 people hare tall M that our September f1guru e!'iow that JOU haft a •ore taYorable balance ot trade in September than rou had heretofore. Are we eate 1n aeaum1ng that that trend mar continue and, it eo, the preuure on the Pound will be leeet Or 1e 1t too aarlr to lll&lte an,y auumpt lone 7 

Mr. Pinsant: I ahould ear 1t ia too earlr to make anr aasumptlone. It'• rather ott mr beat , I muat oonteae, but that more favorable balanoe wae the reault or aubatan· t1al drop 1n i mporta and a leaa substantial drop in export• and I certainlJ' ha,.. rather a reeling that both thoae t1g· urea were influenced b7 .peo1al taotore in tbe t1rat month ot the war and are not auoh of a guide aa to what 111ght happen 1n the later aontha. 

Hll Jr: Would rou get ott a cable? I would l1ke to know "'i!'iit October 18. lfhat 1a October! 

Mr . P1naent: Yea. 

H·J£1 Seoauae it would ha•• a TerJ det1niU bear· ing on ing. 

Mr. Pinaent: Yea. I will gat ott a cable about 
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that and eee ~t anewer we oan get. 

HK Jr1 And , t or your information , Japan 1e a 
eeller ~erling. 

riJ', Pinaent: Oh, real 

Hli ,Jr: Quite heaVJ. 

Kr. Cochran: r a1rly het\YJ and although t he 
amount a hAve not been ae big ae the market 1ndioatee , 
they have bad dif f loultJ in getting aooeptanoea eo a 
ecall offering would bear down the market aora then 
it would ooa1ng trOll another aouroa. Siua 1a alec 
aell1ng Sterling. 

H»,Jr: But I would be 1ntereeted 1n that 1nter­
pretat1on. 

118 

And we have aaked Butterworth to come back. He' a 
coming back on the Clipper, November 7th, t o let ua know 
whet' a going on. 

Kr. Pineent: I have no indication at present when 
Mr. W1gham w111 arrive. 

HK
1
Jr: That's all right. But t he main thing 

i e i t 11 eeEEled. And you know abOJt thie thing of 
Oeborne opening a $10,000,000 account for thia Br1e1ol 
Collflanrt 

Kr. Coohi-an: $1 ,000,000. 
it to h ia yet. 

Hli ,Jr: Oh rea, tl,OOO, OOO. 
it. 

oOo-oOo 

I han not u pla1ned 

But tell hla about 
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A llBSSAGE FRO!.: TlfB CRAIICELLOR OF 'rEI! EXC~UEB 

TO THE SECRJ:.'TARY OF THE tn:ITED 

STATES TREASURY. 

The Chance l lor of tho Exchequer wishes t o convey 

to J.!r . •:or genthau his personal thanks for his advice and 

assistance , and to say t hat he readily accepts t he 

rropo~al to open a special account with the Federal 

Res~rve Sank of Het: York, a nd ar;re oa tb.at ?.!r . !~orgenthau 

should perocnslly and contidentioll; have access to 

it . 

The Chancellor ot the Exchequer io sending ~­

'.'/alter Wigham, senior partner ot Robert Fleming !.: 

Company, to Washington at tho earliest possible 

momont to assist the British Ambassador in discussing 

detai ls regard ing t he accoun t and the question o! the 

disposal of securities, both with J.!r , ~:orgecthau 

and Ill so with t he o!f1c1ala ot the 'l'reosur7 and the 

Securities a=d ExcbanJO Co~laslon, as may be oeceesarj . 

Lr . ITalt er W1gham will also ac ~ oubsequontly as •he 

Bri tish Security Expert auggeoted in ~. Osborne's 

.Shouosions in 7/asbingt on on the 19th October. It 

tor priva t e reasons Llr . Wigham' a ata:r has to be 

curtailed on appropr1oto elternotivo orrongemont will 

be mado . 

BRITISH E:.IBASSY, 

lt\SHI!'O:'ON D. C. 

October ~th 19~9. 

/ 
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Amtmbo.esy , 

London . 

1326 . 

TELEGRAM SENT 

PROM TREASURY , 

GRAY 

October 30, 1939 

3 p. m. 

Rcftrtnet our No. 1285, October 24, 7 p. m. 

Tht Sterctnry of tht Trto.sury dEsires thnt Buttcrworth 

spend two dnys in Po.r1a visiti ng French fincncio.l cuthor1-

t1cs Vlhilc cnroutc to thE Onittd Statts . Scerctcry 

ilor<;tntho.u ho.s d1 scusatd this mnttcr by ttl cphonc w1 th 

Ambc.eao.dor Bullitt , 

EA: I!F :LWW 

r , 

HULL 
(HF) 
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PJJ\'l'IAL PJJ\AP111\A.81: or TELEOIWl BECJ:IVED 

i1\0JU American Ellbaaa:r, Berlin, German:r 

DATE: October ~o. 1939, 4 p . m. 

110. 1 188& 

:e1 

The liqu141t:r ot the mone:r market is eTidenoed b:r the 

fact that the long-awaited German ra1lroade loan announced 

October 27 ie i~ the amount ot 600,000,000 marke. Funk 

stat ed last spring that the Ge!'IWI ra1lroade would probabl:r 

borrow three-quartera ot a mill ion marke during the balance 

or 1939 but i t wae not anticipated t hat t he tlrat issue would 

be mora than 300 or 400,000,000, The issue consists ot 

4 1/'l$ bonds which will mature trom 1946-1949, The ieeue 

price ie 98-~/4~ :rield1ng an etteotiTe intereet ot 4.7~. 

200,000,000 marks haTe been taken in advance b:r savings banke 

and other institutions and 300,000,000 are being made available 

for publi c subscription b:r a ooneortiua headed b:r the Raioha­

bank, 

Ae :ret there ie no news ae to whether and when a 

long term loan will b e iuued b:r the GoverMent . 1fe have not 

had an:r confirmation ot a ruaor that attar the tiret ot tba 

:rear there will b e turther tax increaaea. Reoentl:r in a 

epeech Reich Minieter ot Econoaioa, Funk, ea1d that to aeet 

the wartiae financial neede of the Governaent, neither ot the 

tvo methode, inflation or defiation would be ueed. Since 

th1a ap .. oh, German econoaiate have Jocularl:r coined the 

word 1indetlat1on• to deeorib a the preeent financial polio:r 

ct 
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ot the GoYernaent Wich f ollon both lin... I n a tali vlth 

an euthoritatiYe eoonoaiet, he aaid that there 1e no eeeential 

difference betveen the f1nanoiel measure• used b7 GermaDT 

during the World War and t hoee nov emplo7ed. I n oontta­

diat1not ion to the Imperial GoYernment, the Third Reich 

promptlJ raieed taxee. HoveYer, the rat e 1ncreaee is entiralJ 

insufficient to take up the aurplue or purchaaing power over 

the eupplJ of goode and eervicee lfhich are available to the 

people. He pointed out that the difference wae not in the 

t lnanclel methode uaed, but in the innovation of protection 

ot this Government and control ot pr1oea and r ationi.ng ot 

coamoditiea vblch preYenta anT 1amed1ate general intlatiODarJ 

result although tor eome luxurr coamoditiea which are no t 

subJeat to rationing and t o fixed price conttol there have 

been price increaaee• It i e the belief ot thla economiat 

that the control of vagee, pricea and coneumption will be 

subatantiall 7 etfeotiYe in preYenting inereaeee in pricee 

and epend1.ng, and increeeed aev1ng will be enforced. 

In the end, hoveYer, th~re v1ll be the e..-. r .. ult ea though 

the7 had pureued an outright intlationerr polioJ, without 

ofteett1ng controle. To a large extent, the value of the 

accumulated aaYinp of the people '11111 be wiped out not 

through aar1t dapreo1at1on, but through 1n8Yltahle rutr1ot1one 

on vithdrava1 of theee eaYlnp and ependlng thea, tor lt 

1a 
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1• 1noonoe1Table atter the eoonoalo deetruot1oD of a war 

that th1e aoo\lll\llated bUT1ft8 power will be left free to 

satiety population neede wh1oh aooumulate during a prolonged 

period of haT1ag to do w1 thout th1age. 

It 11 requeated that th1e telegraa be repeated to the 

Treaaury. 

!· .. 

El:LW 
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S t crt tary of S ta t c, 

Wallbington. 

2615, OctobEr 301 7 p . m. 

Pal TREAS 00 

GRAY 

PARIS 

Dated October 30, 1939 

Reo ' d 5 :12p. m. 

Thl: security markt:t was firm toda::r on the evE of"'llbt 

month- • nll oett l!:llmlt .a nd rente i3SUES wert strong, mOiftl 

issuta advancing f'rO!ll 45 cEntimes to .2!l! franc 20. Sw:z 

Canal rose anothcr 300 francs to 16, 050. ThE SenatE votE 

on thl: neutrality law cont1nuta to bt a highly favorable 

morkct influencE . 

Da::r to day monty is now quoted htrt at !l_ pEr cent 

as against li per cEnt at the end of September. 

Vfc have poi nted out several tin: s thE intention of thl: 

Prtnch control authorities to treat Americans in a most 

liberal manner . As a concre t e Example wt havE bEEn nble to 

arrange without dElay or diffioult::r for our ConsulatE 

Otncral at !.laruillt to be given a uthorizn~ion to oonvtrt 

collected franc fEEs into dollars tor remittancE to the 

United States. 

(END SECTION otiE ) 

BOLLlTT 
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Secre t ary of StatE, 

Washington , 

ORAY 

PARIS 

Dated October 30, 1939 

Rco'd 6:29 p, m, 

2615, OctobEr 30, 7 p .m. (SECTION 'IWO) 

S1111~rly4£ havo: arranged far thf: American officers and 

tmployera there to bE pErmitted to obtdn dollar drafts on 

NEw York for the remiss ion of part or their monthly salaries 

in spite or the technical obstacles i nvolved and thE rr­

quirtmtnt to turn ovEr all income rrorivtd abroad to the 

Bank of FrancE, Please SEE my ttlrgram 2587, October 26, 

7 p,m, ( •£ arranged similar facilities for thE Embassy 

sevEral "tEl< a ago) . 

The Paris prEss quotes BElgian rEports ccneErn11l8 thE 

financial d1ff1cu1t1£S of thE Ca1aaE Ot:na&lr de Reports 

t t dE De pots aa a result of thE Kendelasohn failure . ~E 

have ma«c 1nquir1.Es and ascer tained that thE co.pital 

(amounted to so'"" :320, 000;:000 BElgian rranos) and surplus 

(73, 000, 000) w&11 be wiped out and tho.t ita difficulties 

art in fact at least in payment duE to its rrla t1onsb1p 

with llcndclsaohn opErations, It 1a brlirvcd, howcvtr , that 

cw1ng to ita close connEction with thE Societe Gencrale of 

BElgium 
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-2- 126115, October :50, 7 P•• • (SE '1'110) troa Parh 

Bdgiua aOIIIE plan will bE worktd out to Enable it to 

narry on; turthErmorE tbat dtpoaitora arE not rxprottd to 

aut fEr any loaa o On thE 'baaia ot 1ha t 1a !mown at pruent 

tt is not bEliEVEd hErE that •111 grut dhturbanoE ot thE 

Belgian t1nane1Gl att up will tnauro 

(EIID OF IIES8AOE) 

BOWTT 

IIPL:ROW 
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TO: Allerican Embassy, Paris, Franoe 

DATE: October~. 1939, 7 p.m. 

NO. I 1331 

FROM TREASURY DEPARTMENT . 

:87 

I 
' ' 

You are requested t o cable a aummar:r and eubmit tull 

report by mail or a statement by Caillaux published in Paris 

Soir conoerni ng the econo!llle a1 tuation or Germ&ny. Our 

1nrormation comee from a report carried by International Neve 

Service dated October 29 tro• Parie. 

E.l:LWV 

HULL 
(RF) 

Regraded Unclassified
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TREASURY DEPARTMENT 
- ' 

IN TER O FFICE COMM U N ICATION 'H -V""' 

OAT I 

Oct.obor JO , 1939 

ro 

FR0!-1 

l a I etated to rou in rq- ot October 21 1939, it u our vin, 
coocW'rod in by tho lttor1107 GeDeraJ., thot the Jolmaon J.ct an4 tho proviaiooa 
or tho pruont neutral.i tr law reloti.Dg to tho akin( ot loe.na an4 tho exteolai011 
o! credit t.o belllaerent sov..,....,te do not appl7 to thia ao..rm.ent or agmcioa 
thereof. 

!lle pe..ssns '*'tral.itT bill coataina a1ail&r loJicuac• an4 it would bave -
~wropriate t.o intarpret it in a o1ail&r -=er but t or tho ota-t -.c1e by 
St:lllt.or Pittan on tho noor ot tho s-te late in tho rNil1nc 011 October 27, 
1'1.}9. Senator Pit -., ind!cated tbat ba an4 tho other dr&ttera ot tho bill 
coutruo i ta proviai0110 to prohibl.t tho akin( ot loe.na or tho a:xtenai011 ot 
crodit t.o belllgorent sovern.ente by goTem~W~tal corporationa, well .... r . c. 
one! the Ezport-Iaport Bulk. J. dUCWioiOII ot thia •ttar appearo in tho attached 
ucerpta troa tho C<>Dcreooional Record. 01> October 17 , 1939, Senator Borlcl.q 
said 011 tho noor ot tho s-te thot hie ottbu>cl vin waa thot tho credit 
prov1a1one of tho pending bill applied ao rigidlr to tho R. r. c . and 11J11 other 
a.gonc7 or tho Oovenuoa&~t •• to ~ private peraon in thia countrJ. 

Senator Pi ttae.n mdo tho atetemento in queation nctwi tbatanding the tact 
tbc.t on October 27 tho Senate voted down an aaendaont intro4ucod by Seaator 
Tltt, which waa doaicnad to prohibit the akin( ot loe.na an4 tho extenei011 ot 
crodi t by t bo Oovo!'IIMilt or agoaciea tbarocf, You rill note troa tho diocuaoiOII 
or tho • tter which ·-· in tba ..... arpt tr<a tho C<>agrouional Record that 
Sooatar George pointed out tbat s-tor Pi.ttan•o cooatruction •covora pr.cieel1 
one of tho r=en1ronte o!!ored by the diatinguiahod Sto>ator troa Ohio, 11111ch _. 
voted down by thia bo<t.rr••~. 

11llloaa Senator Pi.ttan can be perwadad to - .... appropriate action 
that • ould Dllll1t7 .tho attoct ot th1a eta-t I - toartul that w rill be 
unable to bold thot thoR. r . c. aDd tho ll:.port-Iaport Bo.alt bave lop]. authoritr 
llllder U.e """- pend!nr lo(1ol&ti011 to - loe.na ot tho trpe which bave -
considered to an .lllor1can corpore.t1011 actinc 011 bebalt ot belllproat cn­
::enta, cnllaterallaod by .lur1can aecuritioa owned by ouch belllpranto. 

(H·//. 
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COIICRESSIOIIAL RECORD, Oetobor 27, 1939 
page 1655 

M'I":""!'AfT: Mr. President, While Lb.1l matt.e.r 1.1 btlnl 
cuseed I ahoukt Ute to ask the Cbllnna.o ot Cht COmml t..l$!1 
on POreJan ReJaUona one queetlon rett.rdlnr t.htl tcet.lon. On 
Pille 21 It ll Pf'OV'Idecl that. whco~er the Prtaldent. Wll have 
taued a proeJamatton U. lb.all be unlawfUl tor any perton 
within the United Statet to adnnce erecuu to toretrn rov. 
ernmenu. I w1ah to know wbet.her or not. the ehaJrman or 
the Committee on Fordan RelatJou conaldt:fl tha\ the word 
"W.tOn." whJch il abo ddlft~ on pqe 30 u lnclt.adlna cor .. 
poratlot\3, and 10 tortb. ls broad enouth to l.ndudt \he Re· 
conurucuon Ftna.nce CorponUcn a.od \be D;porc..nr,pon 
""""-

TAPT'. ID the Smaton 0C11Di0n. It lnttudM the Be... 
eGNtrUctloD PliWilli! CWp&iildli &lid Uii DPOit:Liieort 
B&llif 
- Mr._ PJTI'WAN. 'lba.t it m, ~~ J.btt wy tbe 
f"'JUUn or lliOii wno wiliUiil u;e .-........ =f I 
J _ Nt. OIIORG&. lfr. Prtt!dt:nl. t wbb to mate a . 
a.tc"mern.. PardeWarly 1 ..anlb:l to t1.7 lbat m1' CODitrUt 
Uon or the wont "'pei"'C)n.. b idtnUcall7 lbe .me M lha.t. 
ctt>tn b7 the chalmwl Of \be com.mJ«ft. 1 t.hl~ tbaL Ia 
pertinent, because In etreet lt. coveq preciltlt one or the 
a.mtndmenu otrered by the d.tsUntulabed &!nt.lOr from Ohio. 
whl(h wu ~Ud down 1n this bod.1 re.sterda.t'. t t.hlnlt me 
••orCI ••peraon" here does tnelucle a aubsldiai'Y or Lhe Oovtm­
ment, a corpon;te subsidiary 6Uch u t.he Reool\ltrucuon Pi• 
n"nce Corpol'atlon, or any ot.her cofl)Orauon which 1.1 owrttd 
wholly or pru.Uc"UY v.•boll,y br the Government. liMit. 

Mr. TAP'r ro&e. 

i
Mr, OEOROS. I ... ,. merely addlna mr lnt.tfl)rttaUon;, 
e Janauace. and I p&TtJtularly wlahtd Ul.l\ u. 10 lnt.o ' 
ccoao. be<:au.se 1 lb.lnk i\ IS Important. • •• 

-
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..,_ le- .. \M ••- f/1 ..... U., .... lrtU* 
otft.sal II t• IW ,_ • W el - ..-.u. ta .... Ud._. -.. ........... st. ___ _._,.. .. -.~ . 
...... .. -..,.. .... ...,.. - ..-~-.• ••h••-a.,....,. •- •>•• 1a t.-.a ... , ... ,.... • "­,.....,. .. _..,..._,, .... 

t t.. , .... &a w-..,... &a ...... ..n ...... 
fll .... ,_.,_ \Ma7, Uri 4& \MirtU* ........ fll a 
--~~~~-aiUW ..... Ia \M ~U. fll \M 1 ' 4 T --
th\ ... -~ ~ .. \M .. IS I 1 ..... a ._aal -· 
wt\11 .. ~._ ...... ., ... f .... --•• 
at S-otarr f/1 ... b" I ~1 ,_ 1~ - ..n-
... Ual~ ..... - ......... . 

~- ,_ ,_ ... , ... u .. Ia ... ,._ ... -

.. _ ... -"' ..... .u. .. .., - a.r-.. at -··· ,., .. , .. 
·~ ..... ..,._ 
(Sign«l) Jl. ~lorgonlbJu, J~, 

...... , .. ..... ,eo. 
Qe'-o ._. f/1 -··-· ., ... ,.., •• 1 .. _,, ..... 
e, ¢'·eta, D. o. 

Sent by ~cs aonger at 
10 : )0 a . m. on 11/1/ 39 

-• • --
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