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lloYOJOber 4, 1939 

'7o: The Secretary 

Froe: Ur . llano• 

!ob Dout;bt.on and. Jere Cooper a.aked •• to a eet tk:ez th1a .c)TDillC 

a t ~: 30 i n !lob Doughton'o office. lie ha4 a long connroatlo n about tho 

progu for eontlnuin& t be et ud..lea on t h t tu structure. I outlined 

my posi t ion t o them ae !ollowe: 

1 . The House of Repret@ntativea p&•t ed a resolution l a.t «Ummtr 
au ttor idn& t he la.v·a and Weana Coelttee to aNte a thorou&h etudy of 

t~~ adatnl atratlTe and lt&ialatlve feature • of the a.~enue Law. 

z. 
cocp4-

The Ye.:rs and Weant CoCDi tt.ee direc t ed 1 ta eubeoNi ttee to 
with t~.at resolut ion. 

3· AM R result, Chairman Jere Cooper in the lant two week• of the 
la~t Concret e conducted a t t rlea of meet1nga with the et~r or the 
Trtasury and t ho st&!f of the Joint Co.olttee of the l~t and Weaoe 
anf. o~ tbe Senat e Ftna.nee. 

4. Aa a rcault of t bot t ceetinga t bt aubcoEmltte~ lnttructed the 

Joi nt CoDmi ttee •taft to ttOrk rlth tt.e J~ta.ff of t he Tr&a.aury 1.n the 
ttudy and prepAration of dnta upon sooe 75 t peei fic i tt~• of the Revenue 
Law. 

5· !'be Under Secretary of the Treaev.ry ... .._. mthori ted to conduct 
on ~half of the au~zal t.tee of th~ Wa11 ADd Sleana Comd ttee l a!on:.al 
be~Dt'f her• in Yashin«ton or el~ewhere w1 th ta.xpa,yert and. the public 
gene rally. wi th a vie• of «ettl D« froa 311 £TOUps lntereeted as much 
1nforD~t 1on ae poeai ble on the practical approach of the tax 1&• and 
1ta effect upon tbe eeortom¥ ln gener&l• 

5. f ol lowing theae lnatructlons t he Under Secretary of tbP Treaeurr 
tent the Attached l etter to approxia&t elJ 1500 people , repreaeotin£ 
labor. ~!culture, lnduatr,y, t he profeat iODI, ertd &8 Wt l l. t he «~neral 
tJublte. 

1· Tbe re~ponse to thle appeal for aaalatance • a• 1nat8nt&neoue 
L~d the good wi ll developed t hereby hAt become increaat nslY Apparent. 
Uore t han 283 Individual• haTe apooared in poraon &t o oorl oa ot l ntonoal 

h '!P..r1n£• eoaduct ed her e in the Treasury and • • ha:• e collect ed. s "•• 
o! very valuable d.a.t& whleh 1 hope w! ll fo1'111 the nucleu• for a perD&lleDt 
r • cord. for t b> tuture. I aisht a4d that tbo 'rr•aourY otaff ha. doao • 
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&aeniflcont Job ln tholr t7WPathotl o opproach to t ho lo41Yldualo that 

han noltod t ho TrOUUJ'l' 4ur1a& tho paot 6o 4&7•· I t hat boon a 

::os 

to41oWI taolc ancl I bollon hat clotla1to17 eroatocl tho Ulprooolon throi>CI>­

out t ha entt r o eow>tey that tho Troaour)' 1o tmoc to clo a olaeoro 

e.nd earneot Job. 

8. I told llooor• Do\IChtoa &Del Cooper that l n a:r opinion tho 

...... thla& that col1lcl pooollll7 hoppan fro• 0\U' n npolnt ... t or tho 

ou'beoaal ttoo to paoo onr thlo cooper&tho Atfort Uchti.J' ao 1 t would 

aean that t ho '!rootur)' wol1lcl noYer bo taken aor1ouol;r apia 1l;r thooo 

who ba•• g1Yon oo willingl;r of tho1r tla o. 

g. 'fh.lt brln«e •• to a coDcret·e reoo•en4atlon that t he eubco .. t ttee 

oeot next woolc i n aeeorclanco w1 th their ochocll1lo &Del that tho Joint 

Co•Htoo otAff ancl tho Troaouey otatt oubait to th• 011eh data ao hao 

been coopllo4. 'rho Trt aouey 1o not lo a pooltlon oor 1o lt our dooiro 

at thlo time to aake opecifio raooaoenclationo for chango in tho tax 

structure. We are, boweTer , prepared to lay before the Joint eo .. tttet 

a oooplotol7 1apart1al ot~ of all tho Hoao aooil)>od to 110 117 thoa, 

10. I told lloooro. Dollchton and Cooper, wbon aoke4 tor a:r peraonal 

opinion, I waa not at all 8\ll'o that it wol1lcl llo cl. .. irablo to open 11p 

tho tax quost1on at thlo Uu, that I tolt dotinltoly thlo wao a 

queetlon to be wet~ed T1r7 carefullJ between the lea4ere l .n bo~ Bouaea, 

totether w1 th tho Socretar;r of the Troaouey and tho Pr .. idont of tho 

Unlttd Stat••· BoweTer, at thia tlae it ia not neceaaart to croaa that 

bridge, oinco t ho otudy which they haYo boon author1•ed t o aako •a:r 
continuo for an inde!in1 to period. 

11. At DO tl•e 4urtnc this conferenc• aor 4u.rtng azq other eollferenea 

hu t he !raawr7 eYer aade reference t.o specific reco-en4at1ona tor 

cbnncu of aiiJ' lc1nc1. lo have not boon autborhocl to clo oo &Del ohall 

not do 10 until we have been authorised or lnttructed by the SecretArY 

of tho Troaouey on each and nor;r ot op. 
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'1'111 hb008U "" of tlwo 'fqo aa4 IIMDo C:O..i Uoo of tho llouo 
of loproooata\lYII bao \eoa 1aotruc\o4 (B. leo. ~77) to aoto a 
tboroucb otu41 of tatornal re•onu. tasattoa durtac tho rocooo of 
tho SoYontT-tixth Coacrooo. 

'l'llo Ohairaaa of thio hbco•Utoo, llr. Joro Coopor, 11 4oo1roua 
of ha•i•« all porttaont aatori&l ro-41 for proooat&tioa oarlt 1• tlwo 
nut ooooion of tho Coacrooo. With tho appro•al of hto C...iUoo, 
I .. wri Un& to alit Tout cooporaUoa b tbh attort to worlc out a 
tax rntoioa prosr .. etch will furthor iapro .. tho lawo rolaU .. to 
1114hl4ual aa4 oorporatloa ~ •• tho ro«UlaUoao tort.o4 tlworofroa 
loZ14 the a4aiatetraU•• p.I"'eedure t.a tbttr oollectloD. 

It 70u - or aat orptl1uUoa wHh which :rou aro coaaoctod - olloG14 
bo !Dtorooto4 1D MYiftC 10\lr rt .... placed boforo tho Co-!Uoo ta fUll, 
I eball 'be clad. \.o ..rranp, at a ttae eoM·eJlltDt t o 70u before 
Jonabor lot, a prl•ato heart,., batoro tho !Toaourt oWt aool111od to 
co~il e a record ot preaeat publle tax opla1oa. ToUF tie .. will reeet•• 
ovoey cono14oraUon aa4 I oball IIPJ)rtclato :rour bolp. 

'1'1111 1o our co-.o probl• an4 a ouccoooful effort toward ito 
oolutlon will 4opont larco\7 on our autual an4 •JMP&thotic ua4orotan4la& 
of tho quootlono that confront both tho Oo•ornaont an4 tho taxp.ror. 

I oball await tour anowor with iftteroot. 

Sillcorol:r :rouro, 
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OEHLAAL COUNSEl. 

T'llt&ASU·"y DU'AJit'T'M&HT 

W ASHINGTON 

NOT&mbor e , 1939. 

My doer llr. Secretary: 

1!4d1o Groonbauc telephoned ohoneoo 111 
blo momornndWII which you tool< 'rith you l u t 
night , Wld I aa oncloeiD.g a re-4raft iooorporot­
lnt; t hoiO changes. I thought you mJ.ght Hl<o 
to hoTO thio before you 1n euo you lhould bo 
toll<lD& wl th 1!4d1o before your return. 

I undorat!Uld thBt 1!44.1o dooo not doatro 
to olllJI hie ....,.rendum until after llr. Knollonbera 
hal hod a chance t o ••• 1 t. 1!4die bed not 
tAIDrd troa Jir. Kuollonborg llheu ha mada tho 
ebangoa 1ncorporau4 1n the oueloaed redraft. 

It you want J:i8 over the week-end, I ou 
be roached t hrough your operator. 

Sincerely yours , ./J 
f' .N-?--7 '/1 ' 

Bon. Houry llorgentlwu, Jr. 
o/o llr. Robert Guex 
Boz 164 
Flr hl<lll , !low York. 

!Dcloauro ( l) 

• 

.. f.Jr 
I • • 
~:,). 

' 
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•. tv 4, 19:)9 

REt JOSIPH M, BalpiOI. DJJqtJL 1 , ZAIIQCI. J!ILLUI GOETZ, m.IJ•• B. 

!X!!l!!! A!!!? JW!!!J UDIS, 

I coneur 1n llr'. lnoll011bers 1• -&Ddua dated .,...,.ber 2, 1939 

but tMnk it -.r be ho1ptl&l to -t tbo tollowi.DC coae11to 1n 

aapll.fieotioDa 

1 , tbt briberY of lt!"J" Jest !ed1 I 1A loyeabft", 191(,, 

AI otot<lcl b7 Jlr, !llollonberg, tho D.portaoent hoe 110t n£t1cient 

evidence at tba present t1toe to arrent an 1ndl.etaent tor tho act or 

bribe!')' &llececl to han occurrecl 1n lo.._ber, 19)6. B..,a ... r , tb1o doea 

not M&n that DO er1a1nal aot1011 abould be telwl 1n connection witb tbo 

briberJ charco, 1nc1\ldiJli tbie apecitio act. 'D>e taeto indicate clear~ 

that .lgent Kadia was bribed and wrrente preoenteUon to a Orand lltrf• 

a.dl preaentiUoo llhoald be ao part ot an inYeatipUon into otber ..,._ 

lilted •ttara, ao banattlr indicated, and not oe an isolated tact. 

Tho tollowi.DC are .... ot tho kno~ taeto Pl"'OOntl,r ..,.eeptible 

ot proota Speo1&1 .tgant !radio accepted aubetanual ta'r'Ol"l and cratu1t1u 

~ tbo ~re, incladinC tbe ....., ot a u-.1De IUlto.obilo at a coat 

to Twontiotb C...tmy-Fox l'1la Corporation ot alJtoet $),5001 he oecurecl 

tbo apl.,...nt 1>7 this e~ ot a 10\IIIC lld;r ot bia acqu.aintanee at 

a COIIpena&tiOII ot $100 a ,....11:, 111>1cb ..-p~t 1aetecl tor orntral ,...... 

up to and 1 nchx!1ng h'ttn>A17, 19391 l>o -· uojped to a turther tiald 

innat1caU011 1n 19.38 and~ notitiecl Dc>nr ot thio uo~t, 
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wroupoo, Donr oa'bl.-l ZOar.ult, • o •• the 1JI Pvio, Uat llo 11&4 

...,oi y.-l a taleplloao oall hoa lta4U, •.,.... tax - lin Tori<", ~ 

oxplain.-l tha~ ho 11.04 booo UOi(IDOd 10 the oaeo aDd tel t thet th1a 

woo on •unuouall7 p>od break tall1n& 1Jit o h1a banda 1Jietaa4 ot otharo• ; 

DoTer, who waa oe1thor u attom~ or tu uport _ oocurod a power ot 

attorooy troa llr. aod lira. Goetz, •o bad ~boir """ oouual , cd 

p:ocoeded ~o Xn York f or t be proparet1on of o.tt1dartta; ond ltadio 

act1nl7 part1c1pat.-l 1JI tho proparaUOD of thooe o.ttido.rtte. 

With thooo and otbar f acta, U 1a 'boU ned t ii.Ot •rtii.OrJ oa 

bo oatabliabed, aot olllJ u apioot rad.1.t "but tbooo •• can tho 

bJ"1be. 

CooaidanUoo &bould alao bo &1~ 10 tho adTiaa'bili\7 

or prooo.-lin& UDder I. R. 0. Soot1oo - 7(e), R. S. ~1~2, ao tar u 

ladio 1a oo110aroad, aDd wUb o. oooop1raor ollarp ao tar aa othora 

aro ooooen>ed, Ao noted 1JI a -na4aa ot &laor Ir~ dated 

October :10, lt39, tho poraona roapoDaiblo tor tho br1berJ aD4 tbe 

cODOpiraor Oboul.d 11.ot oaoapa pmi-t. 

fto ori&illal reoo-atioa ot the lloreau iD thia reopen 

11 t\lllJ ........,,_ b7 tbo kllo111l t a ote. .Utbouch thU taall will he 

•4• aoro 41tticul\ 1>7 r.a- or tho rather port"llllotorJ Orand 7UrJ 

iDTooUcau oa a1r.a47 aado, tho aituaUon ia ...rt1o1ootl7 aortoua to 

warrant tllrtllor aotioa. 'flao Orallll Iurr 1Jl·nat1&aticm 0Dl7 tool< oao 

hOW' &Dd -tr aiautoa, - oCDoin.-l at aallln& too boaUlo witDaaooa 
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>diose toni_, ~ han - helpful, ~ llllo wore &;1Ten tho op­

portuDi ty to a eo the Gonl'lllllont' s hand 1111d to put *1 te-walhil>l d ... iala 

111 tho record. In opito ot th1 a it is roOOIIllllOIIdod tbat 1'\lrthor act1m 

be token, aad 1 t io bali ned that thiS 01111 'be dono 111 oo11110ction w1 th 

\ be p.ro~ecuUone her.after reooJRende4. 

2. leilure to report !mble pro11.t on erchenge ot 2M~Ul7 

stock tor ;!'ox stock 111 1938, 

I acre• -.:!. th lolr. Xllollooberg that tho roorgo:.ui&aUOD did 

not result in t nxable ]>l'Otit to lleo..-o. Scbonck and Gootz. 'l'ho crbu nel 

liability ot Koacrs . Sohonck , Oootz and Zlnuck will be dioouoaod in 

itom 4. 'l'ho tax liability ot Zlnuck -.:!.U bo diaoussed in point 3, 

3 . htluro of Zopnck to TCTOTt e e tnpblt iDeO!' the nlut ot 

certain ot tbo l"ox nook rocoi'red bz h1lll in 1935. 

At pointed out by llr. Knollanbora, Zanuck ""uld han 110 

t emble gain it the stock ho recti Ted in tho new oompflllT wae ~ l)Ur'SU.OllC! 

or tho plan ot roorpmiuUon •ool~ tor• hie Cantur:r s tock. (SectiOII 

112(b) (S)). '!'he doCUUJ~tar;r artdcco u to wbothor part ot thio otock 

n& sctuall.r reoei Ted i ,D return tor other boneti te, such oe e. 110re 

taTore.ble e.pl oyaent contreot , 1a not yet aYailable tor ou,r exami.Dation. 

Disparity in t he proportion ot atock recoiTed 18 ind1e&UTO tll&t thia 

&Ill! be tho tact and, 1r ootabl1-d, would warrant tho Buraau in 

mo.king en aoaoo.,ont tor doticianc:r ocainat Zalmch tor l~SB, 1!/rOD 111 

tho oba0110o ot poaiUYO proot at tho proact UM, 1 tool that Wider 

the pocullar Cll4 uusual oir.,..n..,eu 111 thia .,. .. the Bureau io 

Juatitlod 111 •kll>l 011d lholll4 now - aD •••••-at • 
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It tbia caDDot bo ultt.Btol;f euota1lled, nnenbolua, 

attidavite turniebod b:y lloaor a. Zenucll:, Schenck and Goetz turn1ah 

boo!& tor aOloo....,nt in 19M. ID theao ottidertt a dated Doccl>or 23, 

1938, they ateto, under onth, tha t Zanuoll: owned 30 per cant or tho 

old CentUl'l' atock (I bo'1'8 Dot '"D thooo otfidarth, but u •umo t hnt 

t ho excorpU ta.rn1shod are COM'octl y quoted). It it bo a tact the\ 

Zanuck did ow 30 per cant of the stock prior to tho roorgen1zat1on , 

tbore IIUSt ban been a tamblo ga1ll to b.1& at tbo ti&e -.1Jon bia 1ntoroet 

woa 1ncreaaod trom 20 por cent to 30 per cent , !lo ouch gain baa boon 

r eported by b.1& and bio t ax liabil ity tor tho ga1ll 11 el .. r, 

4. Making a telae ste:tenell! 1n aff1daT1ta tiled in. 1938 , 

I agree that Section 33 of tho Criml.nal COde 18 appl~cablo 

lol\ doubt whether eoD'ricUoD oollld bo obt o1nod 1t thoro wao DO 

cr1s1nal tor liab11U:y, For tho raaoon ototod aboTO, howonr , I t ool 

t llot ouch Uabillty on Zanuoll:' a port exiaU and i t tbat be • tact 

tb~ I r eoo-.end preaentati on t o a Grand J\lry ot tbe rrtacoe omoemiq 

t he aote ot Meaara. Sohenok , GOetz and Z&nuok and other persona whoae 

acto aay ban Tiolat ed tho prorto1oa.o ot leot1on 33. ll8lly ot tboao 

acta occurrM in New York, t he pl ace where Schenck and tbe Corporation 

fUed their returns. It 1a reoo-ed that crlli:JDal prooeout1on bo 

initiated 1D tbo Southern Diatrtot ot Now York , ODd it 1a i n coaneot1on 

w1 lb aucb a Orand :111ry prosontaUoa. \llldar Soot!® 3~ that I t .. l tbot 

fUrtbor mdanco can bo dnelopod on tho bribery cllarg oo againot lrad1o 
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ond o\!IOrl ~ .. rorre4 ~o aboYo. 

5. Schenck' e l1abU1n on hh 193&. 11~ aD4 1937 rnuru. 

M poiJ>to4 out by Xr. B:nollmborc. ~bore 1a nrooa OT14Cloo, 

~'!lolly apt,n trom ~he reorpalzatiOD quon10D, tha~ Schenck tUo4 traudu­

lmt inC.,.. tox retuma for 193!5, 19~ aDd US7. 'lhia 11 ~· IUbjon 

uUer ot a letter trom the Bureau to the Depert .. Jit of J'uttioe 4ate4 

1ulJ' 14, 1939, Althouah "" han bad no opportUD1t7 to 10 IJ>to ~11 

a"or tllllJ', -:r oDaiDatiOD Of tho ani1&bl.o papara IJ>dioatoo ~hat 

1n 193!5 Sche~~ck took a t&loo dK\lctloD or tlT3,2J!8,SS OD .., all"'!o4 

loas rooultioa troa the aole ot etock 1n a lloXican corporation. Th1• 

stock waa aUeco4 to han bHD eold b:y h1a IJ> DeciDer, 19:!5 tor 

t~.ooo, olt ho\l&h IJ> the~ J'e&r he reoe1To4 41T14enda ot tl!S.~ aa 

tllat ewot. 'l'he olbco4 purch&aar ot fie awat ap~lJ' ._. w1Uowt 

tlla4a IIJld Schmoll: proTido4 hl.a wifi fllll4 a w - ~he ao-oallo4 pa:r-t 

ot f,!So ,ooo. ID thla 19311 rfiliZ'II, Soboot ~oot dK\loUou tor _.,eo 

o.t 11b1oh O'rar tze,ooo - to be o1earlJ' talM. Al~oup Ilia oao~ract 

with tho corporation ctitlo4 hl.a to rel.mbura-Jit tor • roaaoll8ll1o 

tr&n11J>& end l1Tina •XPoneoa while •""7 troa hOile" he lllde 4o4uct1one 

1D h1o poraonol return, tor ,...t he col1od b,.IJ>oaa oJCPOneoa &Dd for 

OUch 1t-. 11 aa aut ..a bile puroh&ao4 for a la4J' triODd, no ... r o , aolary 

or hla Tole~, personal barber, etc. ID hla rnunaa for 1t~ aad 19:!7 

a1m1lar do4uotioAa appear. ID _, op11110D, ~ero ,....., oaplo juoUtiooUoa 

for 8ll addiUOIIal uoaa-t acaiJ>n 1W1 bJ' ....- ot ~· alloco4 1ooo 

ot ewell: ta 1935 ad f&loa 4K\ln1-• tor 1t3&, 1- aD4 1937. I lib-
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rise tool tbat tho faoU liVHilt a fl'aud ~t7 Olld oriJW>al prooe­

O\I'ion. 

Oceral C?P!!!P'' 

Althousll I do not ICl"•• t.het tbo lm0111 taoto bear out tho 

llul'eau •• to ita oontiGtiOII t hat t ax liabilit7 r .. ultod t o llouro, 

Sehenclc and Ooou by roooon ot tho reorcanization , I do aareo tllll7 

m th tho noo-dationa ot tho Bure8l1 horototoro mado that tho 

taote called t or crillinal proaooution. Indoed, it .... to u tbat 

oo t ho beaU ot tho Bureau• a inftati&aUon, 1t lOulcl bon bHil doroliot 

in 1te duty it it had not ""do a r•oc-dation tor act1o11 1>1 tho 

Depertaent ot J'uatioe. 

Althousll it aq be bqODd tho ooopo ot this ._.rand,., 

nnortheleu, I oa talcins tbe libertT ot llllk1n& a t'l>rthn eus&estl.cm, 

It 1a '1117 tetlin& tbat Wbere the Bureeu ..Uoo a r.-DIIation tor 

criminal action arisin& out ot a tax aituatioD, a11 aeaooa:.nt tho\114 

be ude apinat the ~or prior to tho inatitution ot orillinal pro­

coedi.nga. SUch a•aeemunt abould, ot covee, Dot be ad.e w1:thout: con­

SUltation With t booe cCticinlo in tho DoporUieut of 1uoUoe 'lilo will 

bo charged wUh the roapouibilitr ot oonduotiq tho cril1111al procoed­

lqa, 

I oa cojplizant ot tho 41.ttioultioa in oonnootioll 'llith tho 

adoption ot oucb a 11011 procedure aDd undorat""d tho roaaono 'O!IJ it 

hu l>MD long ootahliobtd polior to pootpcmo akin& tho •••••-nt 
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\111111 .nor t ho orUd.nal proo~. Bowonr, I tool tll&t tho Supr­

Courl ' a d.eoiaion 1l1 the M1toll!ll Caae oY•rnUin& 'the Cott!l Caae 

oliJoinotoe - ot t he objoaUou tllet horototore u1ote4 . ProaoouUon 

n t llout a prior ..... -"' tllmialleo tho h.-r 'Oitll ... opportua.l*T 

to crt •peraecutioD" by all•&iDa '\hat: be 11 beiq crtwtnall7 proaecnrte4 

nthout oet8bl1ablllont ot tu liability and opportwlit y to pay his tu. 

SUch "" ar-nt lliglrt pron a w 1&hty o&le botoro a jury 111 • proooout1011 

Wlder SecUoD 3l!. It 1o bol1ne4 U.at 1t tho taota werrut aD aasN o­

Jttmt , euob u aaaeaament lb.oul4 be •4• not 0Dl.7 to remoTe the 1D.1'erence 

rotorrod to abo•• but also to make a•ailable the 1mpl1cot1oDe ~1ch 

'IIOuld strODCtban a proaoout1011 under Soct1011 35, and, 1ndoe4, uq 

prosooutlOD ar1o111g out or a tax tra\14. 

215 
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• ' '· lt)'t 

•• '?'PI le rtttg, wnn f, QIFI• WI It! CIO!IJ• !lt+!W '• 

1X?JP MP WIJ W!JI• 

I e- la •· IMll •-.•• -....t. d&\ed -"- 2, 19)'9 

bol~ tb1Dl< 1\ -s' lie Ml.r-1 to IN!Ial.t the f'llloodac -\1 Sa 

upUI1MU..I 

1. t!at ""'lwr " • 

•• oto\ed "' II'. IMl l<m"-11 tho O.l"'rt-~ ba o .. ~ our n oa. .. ~ 

O'lid••• at t.llo __ , U.. to warn•~ All ladl etoeat. for t.llo aet ot 

lrillerr all ...,S to ban ou•a .. la --, 19)6 , - .. er , tbb cleoo 

oat - tblt • cn.J.Ml 11U.. lboal4 lie toltJift la •- •U"" • ttl> tbo 

tri>-~ ell.uJo, I.M1'1101111C t.llll I P"OU'io oet.. '~he f'acu 1n4111~ eloarl7 

lb&t .&eta\ W1o •• llrlbed .... w.nouto phMn\a U OII to a Onnd hfr7, 

a..b ,._to\1oot e-14 toe ao pan ot .. lafti\SpUOII l ato <>t.ller r.­

la\ecl .. ,-., •• w.an.r wa.w, ... 110\ u .. , .. to~ r ... t. 

!M r.u...., .... - ot the ""- r .. t• _ .. ,,17 ~"le 

ar .....,, e,ntal 'c•\ '-'11 acer,.~ ftN\IUIUal ,..,..., ooo<l P"'ltlllloo 

()oa u.. _,.,...., lael.U., •• - at • u-e1•• .. ~u. at • _, 

\o ~~-C.~ f1la ~\l ... at al.ilcl\ .,, 5001 M I _ .. 

"'- -.1.,.._ lt' tlll.t ...,... at a,-. 1<107 of llh •••,..111\aftCO at 

• _,...,a. at $1llO a --. ~- ..,l_l lao\-' tar -.1 ,_,. 

,. \o ... t.aoled'IIC .........,., 1m1 M ... .,.lDl ... to a ,.,_ tl.oU 

inu\t.aoU• la 19)1 ... p0...U, 110\Ul. .. - ot tblo u~t., 

~ ... ~-·4··~ ~ ~ 

Regraded Unclassified



••• . ........ ~· .... -.......... -... ... 
......... e tel .... ..U ......... ·- '--._ T_., .. 

~· ........................ -- '"' .. , .. . 
.. -. ""''W ........ Nl.&at: late .SI ............ .,.. ,, 

..... - ... ---- ....... - - -- _..... ,... 16 

_.,,_ .. , ............ , ..... ~-••ul0 _. 

"'" uld •• ... w .. .._ tM ,..,....uo. at llfftMfttas ... &M&s 

... ,..a, ,...,_....._. 1a .. ,. u ... , •• , •- am-.., .. 

It \Ia ·-... - ,_, " .. w..--- .......,. -
M .... l lllllel, Mt .a, .. ..,.&- &M&a "" - .. .-ww ae 

...... 
o.uu-•- ....u ~ ... .,._ .. - ........ u. 

f/1 ,. .. , , .. _._ 1. a. •• IeAia •f1alo Ll • .,., .. tw •• 

Idle L• _ _., ... •• a_,....., ...... • twas......_ 

--• rtlj M.,.....laa Mat_lftr ..... 

..... •• -·..... • IIIII ..... ,_ .. -~- .. -...................... .-~--. 
111e .. ., •• , ••---•ls·tll• •'•• ...._ aa au •••••• 

ls Nlr __ ,., .... -- ..... ,.... 41• - ... - .. u ... 

... - e&tft-.lt. -., ............... ., .... ,., 

lao< to bla ..... ...., ........ &s _,.....u, .-L-. • ......................... ,., ............. all'--
tror- .._., ..... , .. _. .... 16 .-lUIII - -u. •••·• 

217 

Regraded Unclassified



·•· 218 

.................. ___ ........ -.. ,.. .... .. .. ~~ 
la •• " a. Ia ..,, .. et u.ts lt le •• , .... , ,_.._. uua 

.. ·-· ... " ... Mll~ ....... - h .... la __ .. ,_ •• .. ,. ...•. , .. ....... ··--.......... _ .. 
\ 

•· N 1'D • ,,_,'EN' &11°1 • ye tf le' 

•• 'M "' ., a It am 

... -11 la .... 1. _.rl\ to ............ - ...... I'M al'lalaal 

UMUl'F ot -· Mne>:, ..... - -... wUl h U -•- la 

l- 6t ftt - U•NUtr •J' z..a "'U M ._., .. la petal I. 

... .,, ,_ eC 7 at. aM •·=tl•' •• nl", 

..... s. f/1 •• "' -· ......... "' Ia ... 

All .......... ., ... "-ell•h ........ -.ld "'" .. 

·~ ·- it •• -· .......... la ""' - ... ..., .... la pal -· 

at •• .a-., s 0 •11111&• •-. """ 111e '-•• ... ., , __ 

-·· .. , .......... _,. .. __ tlte, - .. ·-

ltaUWalale ...,, s-t -bade U ..t ,.. ••U.e~• ... .a '•U-. 

........ la .. '"'""-., --.-.. u .......... '"''\Ilia 

.,.. '- ••,.... .,. it oct ·u ... , ..u -• •• ...._ 1a 

........ sse st IWWl.aiMir...-1.._..,_.,1-. ._ .. 

... ...... • , '""'" .,..,_ ................ l ,..,. .. , ..... 

••111 Ual' ... -cal elsl If' ISS? la ....... •• ...... ls 

Mltl.- la ....... - ...Uf---- .. , IS •• 

Regraded Unclassified



-·-
II*'- _. 1lllt .&ttat1.., .,. 'ee41 weu"ee'·.., 

.m61ftt• _ ... • •·-., .... • •• 'tt * ..a ..... twua 

-.... ,. •••• , .. liM. Ja-- .nu.ntt• ........ ·- ... 

1,., tW etata, _._ eeta. .._, ..... - 10 P" _,~tile 

au -•vr .,.. (I ,. .. - •- tlleM atnto'f!.ta, "" - •• 

"' _,.. '-! ...... ~ _...,. 1t" ... , ...... 

-..u•-• .--•~ ••- _. ... •• ... us ·-·· 

-.-----·•~•utauan _u-.._.ulft .... 

- u.. ...................... -·· lie ...... lila .... ... 

..,.,.., 111r ua - ua - l&eMUtr ,_ -. ..... la ~. 

4. "'¥ 1 ft) n dd 2 11 em,..,., " 'd At 1" 

I ..... t1et lui&.¥ 10 at - CftAtaal. -· h _,u-'la 

..., ........... -.sets. ..u .. ... , ... tt - .. - .. 

lftiiM1 t• llaMUtro ,_ t1a 1'- etnel •'"•• Mow_, l teal. 

t1ot - U-NUtr - ' I I >4e ,ut .uti - tt .... lie I IMt 

._I .. --·.. •• tt• ta • .._.,._at- .... _. -•..u. 
t1e ... ., •• - ........ *• ..... -._ .... -pal I-
.......... 91'11 ... - .......... at ~MU• •• ._ ~ .... 

... EEEUUI Ia ........ - ......... I* a* o.M •• .......... 

fUll .... ill • h 1a ___ ...................... .. 

........ &aiMS I -~~._.._._.ltlala ... 
____ .._.,_ .. [ ................... 1 ,__ 

............. - •• lei 11$11 -tile ... ...., • .II ..sut .... 

219 

Regraded Unclassified



••• ....... ,.., ...... ..... 
e. .. ... , H:M!!!r e Me tr !W Mf lW 1 3 , 

,. ,.ta ..... - ... ....u--.. -" , ....... .n. .... 

~ . ,.. .. hoa - •-s '••• ~-"•• .Ut ..._.. IUA t. .. 

lat taa- \U UIWW tw 1 .. , liM .U l NT, nie lc U.• ... ,... 

--.r. let-,_- ........... ~- ., , ........ .. 
llllt u, l .. , Al ......... • ..... ._. .. au ha&\F .. • tate .u 

_.,~~II' -.&&.-&• d tU tmaUa~e ,., _ W&-.. U•t 

u 1ta •-•• taall • ta&ua , ..... , .. at tln,ne,a:~ • • aU .... 

leN •••Uhe ,_ "-" ala at ·- ta • liaS- '""-''- ftls 

- • u allee., t e - - Ml• •l' IIIIa ta D01Un, lta tor 

..... , alt ...... &u tMt 7WU •• r_ ... U9SUUc .C tsa,- • 

... , ..... ftc alU. .. ,...... ... ., ...... .,,....11 - ..... 
,_., •I Mua ,.a9&W IIIIa •• hAe te - •• 01 nUA A 0 

ot ...... a .u 1• -· llllure ... , •-m•• r.r .., .... 

.C *'•-•·-......, te hall~~ .u•-- U• ·--

WIUI - _,_,,,. -&Ucl IIIIa tc .......... - .... - ... fW~ I I We 

•-u.. _. U9111t ..,.. .. wU•..., r- _, .,. _.. ,_ __ 

'" t&• pu ol .. - ... ,.,. •• 11e Sill., -taeao ur-N •"' r.r 

- ,_ .. - --"1• ,.... ... "' • lair 1'1'1 .... fl_, ualdF 

.C tle 9101et, , _ •1 _..., - b llh 1 W IW 1- - l .., 

220 

iliiUcr ..... u_ ...-. s..., .,u~-. •- - ~· IUU'l...a• 

,.. .. aM&u.al ........ --, IIIPlU' .... - - ., •• all ... 1.-

-

Regraded Unclassified



••• 

.... ,. -~ ...... -·- • ,... .-ltr • • ..uu.l ,.._ ... , .. 
7 ) 7 u 

.U ... J ............... - ... -.. ..... 

.,.._ u M lte I t•&• tMt - '•MUtr r-.!W M M Co 

"'"* ........ "' - fll •• •-a •ut&e0 J a ..,.. ..u, 

""' ... Ill tnl- fll tile ..... ..._... - tllat •• 

,... • ..Uwt ,. eftallla1 ........... w ... , lt - .. - •t 

• n e louSe fll tiM ..._,, la-&ptl•, it ...U .,.,.. W. ~ .. 

b lte ,.., ll u - ... - • ••---·~a·u• •• awtl• tr *' 
~t_,,..__ 

.u..._ it.., M ~tiM _,. ef 11Ue --. ·-el-, 1• t~ ... u .... ., Mlllaa. ,. ...... 1 ... 

U h ., fMla.. - -.. .. - .._ -.a • •••1 _ _.hlle ,_ 

-..1 awtl• Ul.U. ... fll • ... eu .. u-. • ..... 1.,.,,.._.,1 a..u 

-. .... -.sawe n• ... ..,., .Kill • tiM lalott..._ ., ..u.tMl ,... 

$( "•• ..... 0 9 3 ...u, ., ...................... --

lalkUe •• .... lffte&ele 1e .- '''"' a fll , ..... - wU1 

M -~ ... "" ._ lliJIUilMUtr at---- Wl'hiiMl ,_,.,, 

t • ...-.- ., - um.uu .. 1w --"• •• *' 
....... Cf - a - .... ' 1 ... •• 1- .. -Pel - lt 

r ...... ~ ~laiiM ,.u., ..................... .. 

221 

Regraded Unclassified



_,_ 

..e&l ...... ....u-1 ... I "•· .. ""'• l fMl ...... ~ -

...... ._..,. u '"NMd' •· -u.a •• Wts b" 

&UII&ac- ... el •• ~~-- .... 11&1..,_ .UWe .... I 1~ 

91 ...... ,.u. --- ,._,., ••• t t Jll" ... • CCJIN ... -a&IW 

.. .., .............. .,.u ............ ,. w .. m•vu,. ,... . .. 

"""' cnell'l ... t e~ ... UUI.lltr _. .,.., ••r •,., ua ta. 

..... - us ' ..... _... ~- ....,_. ,..., la. ,._.... 

... -~ .. It &aWl .... ,.., ., ... ,_. -·-·-

-· _. .. -..u '" ... - eal.J' • -·'" w-
..,_.. te cMft wt elM to - ll'fCllcUc -.. Uifllcctl- *'* 
..U ........ c ,..,.. UCI ---~a, .. ,....._., 8F 

Jftlll tla on--.- cl • ta ,._. 

~22 

• 

Regraded Unclassified



STRICTLY CONFIDENTIAl 
TREASURY DEPARTMENT 223 

l~R OI"'"'CI[ COMMUNICATION 

DATa Joyuber II, 1939, 

TO Secretary Worcentbau 

,lllO.. lir. Oocb.ran 

Colll'lraiQC our conYOroation of 121)0 to.S.7, I g!YO you horowith a !ow 

notes: 

Uoyt wao ld>.ichtoo!. after tho laot war 1>)' Gr eat :Britain, Durin& tho _,. 
he bad oceupled an unaportant pod tlon In tho J'rench lllnlotr7 of Co,..roo. 

so:oeone concolnd tbe brlcht io!.u of the IIU4oon :Boy Compo.J11 cbarterlnc I to 
fleet, thaD 1DaoUve, t o 7ruoe ~or the cturat lon of the -.r. Monet 1e 
credited with haYIDC put t hlo deal acrooo with the 7ronch GoYOr,...nt . !'he 

o~rter wao profitable to tho Brlt loh concern of which Sir Rober t lindorolo7 , 

Er!tlah part ner In Laoard 7roru of London, lo one of tho prtaool~ share­

hol der a. Ao a conoequenco, Sir Robert woo Influential In gett i ng the knicht­

hood for Sir John llonot . 
r 

Bloch Laino, who arr!Yed from J'ranco two 4&7• ~ by clipper to hood 
the 7rench Purch&oln& 111ol1ono 1n t he trnitoo!. Stoteo, heo been a partur In 

Uu&rd l'rerea, Pari a, for lft'tral ,.-eare. Accordiuc to the F•• •• be • • aet 

on hia arr1•al by a Morpn repreaentatl••· 

A f riend In wbo~ I h&Yo abooluto confldonoo and who l o well acquainted 
wUb llorglllll told me r ecently that llorg~U>I In !low Tarle had put up to llorpno 

lo Parle tho propooltion of llonet enterlnc tho Parlo fir• •• a partner. The 
Porto partnoro had obJected to llonot entorlnc their f ira, tha, be1DC aoro 

CuUIAr with hh recor d than are t ho Yow Tori< partDero. 

U.y pereonal opl.D.ion l a , frankly, that, conalderin& the a'boTe tactore, 
pluo ao:~o alread7 lcncwn t o u1, tbo Treaour;r would 4o nll lo bo l ett oul of 

orr~~ento to bo conou..&tod b7 tho 7orolgn Purchaolng O..aloolono. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTEit OI'I'ICE COMMUNICATION 

DATC !IOYilll~r ~. 19}9o 

•• seeretar7 l.!orgenth&u 

rooM 1o!r . Oochra11 

'Ibn t hAI S.cretary opolao t o "" at 9:}0 tbio .. nilil& 'b7 tolopt:one troa 

Fioh!dll, I 1ntormed him tb&t I b&d receiYe4 l aot night !roa ta. Pinoont, 

Financial Counaolor of the Brit1oh lilmba u)", a poroon&l. note, tocether with 

<nclesuro, in regard to a contemplated order b7 tho Br i thh Purci>Aidng OoD>­

miaaion . The not e e.n4 enclo.ure are att&ched hereto . In accordance with 

the Secret&r)'11 1a.atructtona , I baTe now telephoned. Yr. Ptneent . I 1ntorwe4 
~.1= ti>Ait oinco the m ttor o! l1&1oon with !orol£1' purcb&oiQI co=l. oo1ono hao 

not yet. been clar1t1ed., a.n4 rt.:t not be thorouebl;y wo.rked ou\ unUl nax\ wak., 
lht Brit1oh :Dobaooy should make direct contact wit h the llt.r Depar-nt 1n 

re~d to the apecific order under refer ence, e~cial\1 atnce t he a.t ter ~ 
peiU'o urgent. 'llhon llr, Pinoont aokad me i! I ""' telephoniQI thAI War Depart­

ocnt , I ropl1od 1n the nesat1vo, but let P1noont know that ho ohould call me 

bock 1f t.il reprooentat1n had &nl" d1!!icult7 at the !lor Dtpartment. 

I read to tho secretary an Ue= which appeared upon tho broad tlclaor at 

, :12 thio DOrnlQI, a cop)' o! wbich 11 attacbod.. 

I told tho Socretar:v tb&t llr . Leroy.Boaul1ou, l'inone1al Oounoolor ot 
the i'renoh :Doblsoy, had telephoned me from !low York yeoterday enning requu t­

tng an appointment tor itecSnttd&y, on or a.tter 11100 o 'clock. to preeent Kr. 

Jloeh Le.inl, tho partner in I.aoard fiereo ot l'lt.rh co heo Juot arrived in 

thio countr y to be the ch1at o! the fionah Purchl>oillc Coaloaiono. I eX'" 

plained to tho Secretary tb&t Bloch Lain,, - I haYe lr:no"" !or aeYOral 
,_ra 11:'1 Part e, •• on eertaln tt.nancial aittiona to t hta eountl')' duriDc the 

lac~ war . !he Secretary cleeired to b&ve no t\lrther cont&et with repreaeotatt••• 

of foreign pur0haa1ng commiao1on1 until the Prooi4ent 1a inotructiona in the 

premiaea are rtceived. Oonaequentl7, I have telephoned Leroy~Beauli~to let 

him lmow that we ah&ll got in t ouch with hi• next week •bo\lt an appo1ntDient . 

I told the Secretar)' tb&t ..., .baoc1•te4 Pre .. report !roa Parh th1 o 

::orning atated that Groat Brit&ln &Dd J'ranoo are conterr!QI thor o tad&)' on 

a Joint pla.D tor purcllaaet of _,. mtertala O"t"ereea•· !he 8eer·•t&r7 ment1oat4 

confidential intormat1on which be had rece1Ye4 llpoD tbio oubJoct. 
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Wt.IM IMOTOO, D. C. 

Dear Oochl'an, 

l ncloeed 11 a note or a puroha .. 

which we wiah to aake aa aoon aa the Act 

ia aigned, wi th e queation whether t be 

Adminietration can g1Ye ua certain 

aaaiatanee. Per~pe you will let me 

know what 1e the anawe r , bJ 'phone - or 

it neceaaary , I will come down to aee 

you about 1 t . 

llr. H. llerla Cochran, 

Uni ted State a Treaaury, 

waahin;t on, D. c . 

Youra aincerely, 

Regraded Unclassified



As soon as the legislative situat ion 

permits, the British Purchasing Comm1es1on wishes 

to place an order for :-

600 o. 
600 o. 

R. 2600/AI!D ~ 

R. 205B/1567B~ 
both 
military 
rating 

Wright aeronautical engines. 

Doe a Mr. Cochran feel that this morning' e 

conversation justif ies our hoping that the u. s. 

Government would be willing to indicate to ua the 

price at which they are buying these t~es of engines? 

I f the answer ia in the affirmative would 

Mr. Cochran desire to arrange to obtain the informs-

tion for us or should we tell Group Capt ain Pirie , 
I 

the British Embassy Air Attache, to apply for such 

particulars t hrough the usual channels at the U. S. 

\Var Department? 

If possi ble we would like t o secure the 

inrormation by Monday, November 6th, 19~9. 
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s.t up of a Gon..-nt priori~ coml.two vao rnoalo4 todq 

t o prnont a tlood of llritioh and :lroDCh war ordoro - $5()0,000,000 

r1«)>t .,q - frOJD vrockiDg notional doteneo pl&no. 

227 

It vao created 1ut ...-r u an i .nto•..dopartoental IJ'OUp lc>ovn 

ao tho clearance comodtteo of the joint ~-lla'f}' ....Ut1ono Board. 

Ci'f'iUIUl Tot.r&DO vho kept "'PPlieo ., .. 1114 aD4 factorleo pr oper)J 

occupied 1D 1917- lS haTe boon &141114 tho otroaalinod 19}9 aodol 

prlorU7 poup. .U.0114 those vho han contorro4 hero vae Walter s. 

Gifford, Prooldont of the .bericen !olepho111 and !olopoph Coii;>ODT• 

!he "".at u .. hae b"n 1D tc>uch v1 th torol*" GoTOrmoon to to 

r-ot how ordoro ohould 'be 41otr1butod hero to iDINl'o aiulliW:I 

cont11"t betvoon ~rene>h produ.,tlon and thot vhle>h h eoaentlal 

for our owu &J'IIIIId torcea. 

Col. Char leo Kine a 11 oucutln officer of the colllll ttee vhle>h 

1oclu4 .. , Yar, lla'f)',hea..,.,.. Justice and State llepartmont 

repreaentat1• ••· 
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INTER OFI"'CE COMMUNICATION 

TIM main t ... ~ ot tlw toroip exelwlce ..-l<et vu the 4rop in ~he rata tor 

oterll~~t;. I.D .t.. t erclalo, oterllJIC vu quohd at ) .99 aDd b. • .., Yerll: 1t opaaed a• 

;.~S-1)/S. Sbortl)' attar tlw op•lJIC hero, moeall-• ooUlJIC ordaro f or ...U 

-unto of otorl11141, b.ola41Dc J~~pauoo, o- Oil tho -• u4 the ra•• 4ool1Jled, 

.lbout ml.d,..liiOrnlnc it vu quoted at ) . 97· 1/2. At that Uaa U,... roported that 

tto Jop01111e vera tho •Ill¥ aellero ot oter11JIC u4 that tho Cha .. llanll: bed rooaiTed 

"" order fro• lbl.al>la to ooll 1.200,000. '!'be Chaoo llanll: vi thbol4 ito ortor hoa 

the ,..ket tooporaril.T, padinc dlopoool ot .u oterllJIC.of!ared 1>7 the J~~p ... oe. 

'!he rate rrentuall.T rei!IChod a loW ot 3.96-1/S aDd olooed at ).96-l/14. 

Solu of o torllJIC b7 raport1JIC banll:o 1o • .., York totaled i.375,000, froa the 

rollovi~ aourcee: 

Commercial concerna, ••••••• • ••. • ••• •••••••• • •• • •• • •• •••• • , 31,000 

roroicn b&DII:o (louopo, r.r Sut aDd South .t..rica) •• • •••• i.ill...QQQ. 
!\)tal, •• ..~.m.c;oo 

Purchuoo ot aWllJIC _...._ to 10279,000, ao bdioatod belovo 

~ eo=-erclal coaceraa •••••• • •• • ••••••••••••••••••••• • ••• • 96,000 

!7 !ordp b&DII:o ( luopo, r.r Sut aDd Sollth AM rica) • •• .J.l~·= 
!oW, . . .,w • 

The b&DII:o oloo nported that the llrit1oh Control purohaood oterliJIC -uiiC 
to ~.000 at the official rate of 4.02. All of thio oterllJIC roprHentod cottoa 

bllla, 

!ho Fodoral a.oarTO llaAII: parohaoed for tho Ollltral Baal< ot ~ 500,000 

French f r&DCa, 120,000 Oooild•• u4 50,000 8ndloh ll:rollOr. 

!he Ohinaat 7UA vao quoted at .1)9-l/'4, tha hip tor tho c:vreat apward .. .,.,_ 

~><ot . It vao npor\ed that the OhiAHo Colltrol vu parchaoinc atarllDC i ll ~1. 

Ya purchaoed troa t1w ••tbwl&Ddo llanll: $650,000 ill cr>ld troa He ...-'ll:od 

account, 

CONr:aiOENTIAL 
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file h4a'ti llea- lull: raporW to u \U tollowiac abipMah ot pll. -
ol6?'a4 to itl 

troa a.cJM4, tor \U _, ot U.o htllel..,. J.k. 
troa .._,,,., tor U.. _, of tlto Jaak ot l'ortacol • 

. ~~~<>.<•» troa I\olT, to k loa14 at U.. tiopoaal ot \U htaa laUoaal Jak. 

'
dt.~ troa I\olT, tor tbo --.at ot tbo Jalt of I\olT. 

!otti 

fho 4hpoo1 Uon ot \Mao ollipagh 1a ...-.... ot \U praaaot tiM• 

lD 7•otar4q1 a roport -•1oa..,. ..,., ot a pll. ahip-t ot -ru1•h17 
$2,000,000 troo \U lull: ot .._,.., M4 u.. poaan111v Utat tbo ah1-t.., k 
tho ~ ot ro....,uoa ot pll. ahipagh to U.. u. I. t or ottle1ti _,.,,, 
Yo ltno now 'bNA 84rlae4 tltat \hie ahip-t 1a kiac .... '1>7 or4or ot tbo Jak 
of Port\>pl, oM it 1a ou of \U oltlpMah ot pll. llate4 ollan. 

CONF'IDENTIAL 
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PA1I.UIIRA8 or ftLZGIWI RJ:cntc 

PI'OIII Aaer1oan J:rabau:r, Parte 

110.1 251!0 

llA'l'll:l Bo••ber 11, 19~. 

IKO'l'IONI OB TO rift 

Yeaterda;r morning ve t ook Butterworth to oall on 

our Bank ot Pranoe tr1end. Oou•e de Hurnlle lunohed 

v1 th ua, and ne1 ther he nor our tr1end at the B&Dk ot 

Franoe nor Ruett oould turn1ah an:r eet1aate, e•en 1n 

round t 1guree, ot probable var purohaeee 1n t he UD1 ted 

Statu b;r the rrenoh d\11'1ng the t1ret e1x aonthe or 

:rear ot the var. Be1 ther vere the:r able to utimate to 

vhat extent the•• purohaeea vould be ottaet b:r no~ 

purohuee ot a nWDber ot peaoet1me import 1 noraall:r aade 
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b;r J'ranoe vh1oh ahe vould probabl;r be t oroed to do vitb­

out beoauae ot the urgent need ot conee.r rtng her re10uroea. 

(l.x.~~~~ple e vould ba the noraall:r e1zeeble 1mporta ot 

~plea and pear• troll the OD1 ted Statu.) Other perti.AeDt 

aapeote ot the probl• regardiq vh1oh t h e author1 t1u 1a 

J'ranoe do not u :ret ba•e olearl:r e.ol•ed 1deu are the 

•olWDe ot J'renoh 1aporie 1n the tuture and the extent to 

vh1oh trade vtll be Unrted t or poUt1oal or .Ul1tar:r 

reuou. 
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( Ratere11oe 1e aade to our telegr .. a no. 2e87 or 

October 26, 7 ~., no. 26:52 or •o•uber 1, aD4 ao. 2636 
4at1111te 

ot Nonmber 2, 3 P•••) 'l'he/1mpre~a1oll wu ga111e4 b1 

ua, u well aa b1 Butterworth, hoveYer, that ao eu44ea 

or 1.111De41ate waYe or war p.,...enta ooaing due 111 the 

United Stat .. h ant1o1pated b1 the rre11oh but 1t 1& 

anticipated rather that there Will be a etee41 but 

rather gradual upward our...e 1n euoh p.,...enta. 

!he coat and ph;raioal 41tt1oult1ea or &hipping gold 

to the United Statee When 1t ehall become ad'l'ieable to 

oake euoh eh1pmente 1e oauaing our triend at the Bank or 
about 

France aooe worr;r. 'l'he oonolue1on hae/been reached that 

a ending it b1 war &hip to Oanada and rroa Oanada to • ., 

York b1 tra111 1e the on1.1 practical method. lle atate4 

that inoidentallT, in antioipat1on or approaching war, 

he per&OIIall1 had tor a long time been ill f'a•or Of' keep­

ing large amount& or rrenoh gold 111 the U111ted Btatee. 

(lle &a1d he had urged the Br1 tieh to take e1m1lar a tepa 

aleo but Without r .. ult.) 

OUr trUnd at the Bank or rranoe aalted a number or 

queet1ona Y1 th retere11oe to exchange control pol101 111 

Great Br1 ta1n. lle then atated that although 1n •&111 wqa 

the Br1t1eh haY& a 110re ooaplioated problem than that 

taoed b1 rranoe beoauae or the part plqed b1 London u 

a 
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a world tinanoial center and beoauae ot the part wh1oh 

sterling playa in trade between third oountriea, Britain 

tor theee ver'f reaeone hae a auppl:r ot t r ained and 

exobange-alnded peraonnel, and he la~~ented the taot that 

auoh a pereonnel ie almost non-ex1atent in ooameroial 

and banking oirolee in rranoe, In add! tion, the Bank ot 

France bad been about decimated bJ the general aobilh~ 

tion; he eaid that aotu&ll:r t ha am:r bad taken 90 paroant 

ot the pereonnel in i .mportant aaotione ot the bank'• 

aotivitiea, At tirat t his personnel bad been replaced 

b:r old r etired emplo:reee 1lbo bad long ago loat both the 

habit ot worlr. and the OaPao1t:r t or 1t , and bJ partl:r 

trained women who were not able to s tand t he atrain ot 

the worlr. in queet1on. Be said t hat almost inaurmountabla 

dlttioultiee bad bun presented to Prance (and to b.iJII ) 

by being taoed with a sit uat ion lilr.e thie at the ver:r 

moment wben euoh a new and complicated system aa wae 

involved in exchange control (a e:retea which waa eo 

dletaatetul to rranoh inetinota) wae being eatabliehed, 

Be atated that the ai tuation 18 improving elovl:r 

nov, and Governor r ourn1er laat week vaa able to aaoure 

the releaae b:r the ll1l1 tar:r autbori t ies ot lliO lr.eyaan ot 

the bank who were atat1onad, it ao happened, in the 

interior dletriota. (Thera will ba no ral eaaa ot tho .. 

atationed 
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etaUooe4 at tu front w1 th the a1'S7 no aatter !low -.aoh 

the o0Wit1'7 8&7 need tha 1n 1h eoonolll.o Ute.) !he 

1aportanoe of the probl• .- wh1oh general 110b1l1&at1on 

prel8nh to rranoe and the paral7&1ng efteoh produced 

b:r 1t, oannot be oYor-emphaehed. Bapp1l:r for thea, th1a 

taotor eoaroel,r appeare aa :ret 1n the Br1t1ah p1oture. 

'l'hla hu been called to rour attention before (our tel..; 

gr .. e no. e .. e of Ootober 12, 8 pa., no. 2'99 of Ootober 

17, 6 P•••• and no . 26~2 of MoYe•ber 1, 7 p .• . ) but we 

take the 11bertr of repeating 1t e1noe we feel that 1n 

anr atteapt to Judge the fUture trend of f1nanoe and 

war eoon.-r 1n Pranoe, th1a faotor ellould be kept oon­

atantlr 1n lll.nd. 

!'be proapeot of the unoft1o1al frano u:ohange quo-

taUone 1n Mew York and eleewhere eeeaed to oauee our 

friend oonoern. With aome amueement he r~ed that 

throueh the a1uabl e quant1t1 .. of franoa wh1oh had b .. n 

fUl'D1ahe4 to Prenoh J:iabau1 .. and Ooneulahe 1n f oreign 

oountr1ea and through t he doYolopaente of the Mendelaoohn 

lou, the Pl'enoh !'Na.urr had been the oh1ef .. u u on 

the Blaok lour... (Be added thd he had alvar• b .. n 

oppoeed to the X.ndeleaohn loan beoauee go peroent of 

the final piii'Ohuare vera Pl'enoh anrwar. ) 

.U 1a IYII'JODI alae 1n rranoll, our t1'1en4 ••• 

delighted 
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hu been 1.1th4 
del1gbted tllat tlla ar~aa -bargq4 Be aa14 aOMWbat 

aharpl.J' , banTer, that he viabed auoh detailed aD4 

1 oourate aooounta ot proapeot1Ta rrenoh war purohuea 

1n tile Un1 ted 8tatea would not be publUhed 1n the 

preu 1n the United 8tatea. Be ttlt that the Oarsan 

aubaar1ne h1gb oom~&~~d muat f1n4 auob aooounta ot real 

Talue. DD 8EO'I'IOII FIVJ: 

&AID 
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RR GRAY 

P61'1o 

DatEd llovtmbtr 5, 1939 

REo 1d 12 :50 p .m. 

SecrEtary of Stat E 

'llash1ngton 

2660, NovEmb Er 5 , 1 p .m. (SECTIOII SIX) 

Butterworth lEft last night by t rain for Lisbon. 

Under a dEcrEE publishEd in tht Journal Official 

of yestErday supplonentary credits total1Ra 810 milli on 

francs art authorized undEr tht war bUdgEt for 1939 to 

providE for incrEasEd pay and all~vancts for soldi ers 

and their families and a " combat indEmnity'' of tEn francs 

dally to all ranks dirEc t l y engaged in the front linEa or 

fighting . 

Another decrEe provides for adjustment of thE pro­

duction tax as envisagEd under Article Four of the dE­

crt£ ot Novonbtr 12 , 1938 (stt tht Embassy' s despatch 

No . 3272 of Novtmbcr 15, 1938) . The objtot of this 

measure is to clarify thE stipulations of tht production 

tax law and to adjust it wi th a viEW to incrEasing its 

yttldo (END MESSAGE • ) 

BULLITT 
wwc 

735 
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I"&OI:RAL RESC:ftV& BANK 

OF HCW YOIItX 

'Tl(e) 

23S 

CORRESPONDENCE OAT& JloT-'»fl' II. 1115o 

S U 8J<CT• fJLII'tiQI! CQimfAfiOJ JJtl 

L. 1. ltDolte IU!!!'!!s:~o!!!r~~!!!!.!!~-----

llr. Bo1ton oalle4 at 10108 a.•. Be expected to 11t a 

great lllM7 i nquiries 1n coDDIC!t1on W1 th t he leutral1t7 J.et, he N14, 

~t~J partic:ulul7 1n COIIIlectton With t he que.t1on of ttnmet.nc aport. 

(1'0'1 t he On1t..S Etatea to the 1JD1t..S a:t.accSoe. Coul.c! a pr!Yde biTer 

orra!lle bWil< cr..stt, or Jltd; -.at waa the a1taat10D7 1 repU..S that 

I haJ not actual17 •- the bill 1n i t a final f om but eoul.c! look 

into t l e "' ttar lllld l et h18 lalow. B1a neJCt qu ·•8tiOD deal.t With 10141 

one o r tba co .. ere1al baaka 1D Loadon had belli ealted b7 the C•tral 

can< of UNIU17 'Obether th117 ~d aalte adYliDC .. acatnat gold aa 

eollater&.l. b ald on depoa1t 1D the On1ted Stat... I rapl.1ed that 

not only waa the eamarltiDI ot 1old 1n t he tha1t..S Stat .... bJect to 

Ueenae but ab o the actqll1a1t1oa ot a b81let1al 1Dtfl'l.tJ that ODl.7 

one sueh 11ceae had bee 1••• to a -ereial bel< here 1D the 

t he 7eara ..ct that t hat ba4 aot b- a•atl..S .:.t. 

I •*..S Bol.toa the tollowt111 cpae8t10D put up to ua b7 the 

Rue"• Suit of Qatacoa 

.. ., a BI'1Uib llllbJeet :rea141JII 1n Cb1e&~o eo 
hU Alleri eao -1'1t1ea Z'Cia\ered IIDdll' t he llr1.t1ab 

OefiDoe J.ct aall theae •-r1.t1u proYlded the proeeeclw 

ot aale are 4~a1te4 wtth lederal aeae"e Bwnlt of lew 

Yol!t tor •ct-t of the Bek of a.,1a4J the •-ritlN 

are J)b7a1oal17 1oeated 1D Cb108Ce.e 

i • _ .. 
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I'"E"DEIItAL. RI.SIUtV& .ANK 
0# NE'W YO .. !( 

:! 37 

CORRESPONDENCE 

L. 1. £Dolce • 

OATW lloY•ber 8, 19!11. 

SUBJ£CT.__~ILIII'BOII COIJP"UOI 'IItB. 
hilt or IIOLAII o. 

The anawer ••• a1aple, Bolton repl1e4J a 11om•• waa neces&U'J' 

an 1 nrpl1cat1on should be made throu&h the Jilllliab bank M ooa­

nectlon of the omer o~ the aecur1t1••· I~ tbe 1nqu11'7 c•• frot1 

tho Federal Resenoe Banlc ot CbJ.c11o •• could pa .. 1t aloac to bill, 

1f wo wanted to, and t h iQ" woul.d t17 to arranc• t or the Uem••· ( It 

a~pa.ars that the trenaaet1on has becoae subJect t o a Uc.nse altbo~h 

t t.e o""er ot the secur1t1ea 1a a realdet 1n Ch1caco and the atcur1t1ea 

t ltr.s elYea are located 1n O!J.eaco because t he omer rec1stere4 the 

papers under the Br1t1ab De~.nce Act. ) 

laa t h ere Ml7tb1nc D- 1n t he Osborne matter, I aaked, 

Md Bol ton replied that he n• amdinc ua a cable todq a alcinc ua 

to put ou r plan into et~ect and place tl , ooo, ooo at Osbom et a d1.­

posal. I~ I wanted. to, I could pa .. this 1ntonoat1on on to O•bome. 

• • • • • 
I called llr. Bolton at 1111& ..,d reterred to his eerller 

·uut1on as t o t he nnane1~~& ot aport• tros bare to the OD1tad 

I told hia I bad had a chance to look into the a atter • 

lit t le and accordlnc to a:r Ye1'7 1n~onaal and per1011al opinion, t h ere 

•as not hing 1n the new statute 'llb1ob prohibited credit b7 pr1nte 

persona here to pr1yate per-• uroad .. loa& •• t he latter did 
belligerent etc. 

not act on bebalt: ot 1lbat& 10.,emam..,._d pronded that no tale or 

•zaa, auntttona or .. r tapl•mta waa -••meet, •d alao prond .. 
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n D ERAL. R&SClltVII BANI( 

~NEW YOlltl< 

CORRESPONDENCE 

co•nollltiAL ruu 
L. I . Dolte a 

:;:38 

that .1\lll title to t he s er ch• c11•• bad pa ned to the bu7~· Ia 

other wo rda IIUCh credit a ~d be unsecured credit• Lwtth t h e sell• 

csauoil!l the tull credit r1*• t hat beina 101 Bolton thoQCht t hat 

this re(lu1r•mt •-eel to nop one sort o~ bua1Dau, n•el7, the 

shl.paeot on conaic-ent ot aooda ( .,l'iealtur al 1nst~eats, lorr1ea, 

ate. ) to ~eats 1D the ootmtJ7 ot Mla. I r eplied that rq tim 

reaet1"o would b e to IICI'M with lUll altboueh, a a I had a eat1oa .. 

before, I waa as 7&t • •rr little ta!Uar with the 'llbola prohl-. 

I r ef erred to our exchaale auicet and t o t h e tact that 

sterling wu under aotlle pras.ae, ba'l'1llc sold ao .. to Z. 9Z Z/4 this 

somlns . .h • •t1oaecl 1D our recent cable s the aell1Dc bad b- ln 

part due t o ottel'incs b7 the Jap•e... Bol ton r eplied that t h• 

Wldtratood t hat t h e latter bad 11,000,000 to aellJ oobod7 knew where 

lhtJ cot it t roe and what aade the traaaa ct1oa aore rqatel'ioua waa 

that the JapeaeH ~ta - der the Auatralhll - 1 aport .... batw­

£5,00~,000 and £1,000, 000, whi ch the Japeaase would baYe to COYer 

aoooer or l at ft'. ne -uaatal sellift& t o wbicb our ...c•t cables 

hod 011\de retarenoa, I ooa tiauec!, was ~or aoOOUD t ot Jluaeala Md hare 

ll!a1n we ware wondel'illl wher e the Japaaae were catt1D& t he starlinl 

I eliPl&lnecl tbat we had raa80D to bal1"e that the total 

-.ount ot dollara which the JluauJ.•• were trJlnl t o ac~ate would 

bo ln the a et&bbol'bood or tto,ooo.ooo, that about 1/Z ot t h.at bad 

beao aecooopltshec! 117 •-a ot Swiaa tr.o Mid aterli.JI& ul" ead we 

; . • 
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fl'W:Dttu.L RUIIIW'I: .AHK 
CW Hl!:W YORK 

?39 

CORRESPONDENCE 

coanomuL n~o~a 
DA'"' lloY-'ter S, 111118. 

J.. '· lt!lolta 

• 
S U IUKCT> fi!LIPBQII CJ'1YV' fTIOI m l 

BAiiC OF _,UII D. 

were wonder1ne now how •cb 110n aterl1DI would be offwnd 117 th• 

t n &ddt tlOD to the £"1'150,000 cion a in t he laat f .. dqa. Bolton replied 

that he bad no 1d" where the aterliJII waa -.u. !'roe, either 11 

t ne ease o r t he lap•- or 1A that o r t he Jllwllliea. One •at 

r•n!>er, bowwar, t hat a1l r oratp ~-o•• wan rna 1A Loab . 

As far u the l!!••haa wan -oaraed, t he at~lilll llilh t be the 

proceeda or 110ae order• 11h1cb had bae li'l'aD to th• for the purcbaaa 

of cratn and patrol-. Ba cant1Aued that wbat I bad told h1l waa 

or pert1culer t1ae!J- 1Atanat bacwaa th.,. were at the _.,, 

fttiiOt h tinl Oil ~~--t in LoocioD With R\la .. 1a. Bol ton t h .. 

ref erred to \ be poaatbla pnrcbaM o fabout &11 0001 000 ll7 a COIIPIAJ' 

of ttl ~ International tal. It fal. II'OUP, 11h1ch lllgbt fall du e 1.n a 

•eel< or 110 111d would haYa to ba OOYwnd at the o ; fictal rate. If 

t hat tr&Daaction __.. to be oloaed 1A '" r ol'l<, would it be poaaibla 

for ua to aet for aoooant or the Bek or .. lan.rt (It e,ppau'l t hat 

t he buatn .. l baa to ba daDe 1 \ tha Ofttclal and DOt at the CUTre\ 

lower rate for aterliJII b-aa tba -P•T Whteh ow .. the .....,t 1• 

a 81'1Ueh ooap•:r act, •• •*• DOt allowed to operata 1A t he out aida 

I replied that I -ld aaa no r euoo ~ we lbould DOt 

to ex-\a t he Bmk or .. led' a order. 

\ . .-, 
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November &, 1939 . 

French purchases i n the united States. 

Since October 30, the French Uissiona havo placed to date the 

following orders: 

1. - BURGESS CO . I NC ., Beaver Falls, Pa, 

Contract or October 31, 1939, 1 . 500. 000 projec-
tiles at $ 5128, & 1 . 500, 000 projeetilea at i3087 ••• $ 1, 232,2SO. OO 

2 . - BAL!:Io¥III LOCOWOTI11E M>R~6 Eddystone , Pa, 
Contract of October 31, 1 39 , 
6 machine tools (presses) • •••.••• . .. . .. . .. . ..... . .... 

3. - TI!Fl R.K. LF. BLOND ~IACHIIIE TOOL CO . ,C1nc1nnat1, 0h1o. 
Contract of llovember 1 , 1939. 

94,180, 00 

718 machlne tools • .. . ........ . .. . . . .................. 1 , 700, 657 .oo 

4, - REED PRENTICE CORPORATION, Worcester , Maea , 
Contract of November 1,1939. 
48 m.ao!1.1ne tool a •• .•. • •• ••. ..• • .. . •••• .. • • . • • ••••.•• 

5, - SPRiliOPIBW MACIIINE TOOT, CO , , Spr1ngtl:eld, Oh1o. 
Contract ot November 2, 1939. 

56 asachlne tools ••••• •• .• •• . • •. • •.••••.. . . . .•.. . .• . . 

6,- THE PROWCTO MACRIIIE COMPANY, Br1dgeport , Conn. 
Contract or November 3,1939, 
~ machine toola . . . .... . ...... . .... .... . . .. . . . . .. . ... . 

7,- TAPT PEIRCE llA!IUPACTURING CO ,, Woonsocket , R. I . 
Contract or November 2, 1939. 
D1vere caliber a • • • .. ..• . ...• • .•• • • •.•. .. • · • • • · · · · · · · · 

AUTO ORDNANCE CORPORATION 1 270 Broadway, N • Y • 
Contract o? November 1,1939 . 
Loader a and equipment •• ••.• ..... . ••• • •••• • .....••••. • 

- AUTO ORDNANCE CORPORATION, 270 Broadway, N.Y. 
Contract or November 1 , 1939. Thompson machine guns •• • 
QENERAL MOTOR CORPORATION, New York . 

194, 0:36 . 21 

212, 088, 00 

37, 950. 00 

32, 185. 14 

Contract or October 14, 1939 . 2000 t rucka at $1588 
each and$ 75 . 000 spare parta •• •••• • • • •. • • .. •• ••• • ••• $3, 251 , 000 . 00 

-
; ' 

-~ 
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TREASURY DEPARTMENT 240 

INTER OFFICE COMMUNICATION 

DATI ~~-\Or 6, 19J9, 

n tow WI'. Cocllraa 

auruac ..,.- t.llio •ratac at }.'}6-}/tJ. n. ,..,, uuriva\e4 ollooril¥ \o 
).95, 4u. Jll"laclpall¥ \o -.leo '117 \loe l-oa. l'o _1.,.4 •r4 haa In Tork 
\!lA\ tile Obaoo JuUt lla4 aa orMr \o oall ~.000 for \llO JaU of ._,.., A\ 
lho oo4 ot lao\ wall: \lie JloU: of a-a oal4 ~.ooo. h h .,... kUof \11&\ 
lhooo oal oo are klDc - \o ao(Cliro 4ollaro for \lle parollaoa ot - $11,000,000 
"""'b of 1014 'lllloll \llo JuUt of a-1a lao\ wok ao\1f1o4 \llo hMJ'&l \llq u­
•lrt t:o pu.rohu• • 

. loo tile ralo ooR\ta...4 \o 4ool1u, aa4 w ba4 rooo1 ... 4 ao oo-at fr .. llr, 
boa \llerooa, I hlopboao4 Ill.& a\ 10150. I roforro4 \ o \llo WMiooeoo 1.& o\orU,.. 
oo4 ul<a4 1f lle ba4 lion 1a ._ll '0'1\11. \11.0 JloU: of ~ ... 1.& r _.-4 llloro\o, lo 
ropUo4 \11&\ \llo J-oa .,.... ool U,.. aa4 \11&\ O'llllll ....... wro s-rt~lo, I 

\014 Ill.& tile\ I o01ll4 11aMrt\aa4 loew oaloo 'II)' oOf or '" \lc Mlloro • a ·­
aUYOlT \Ill.& .... at wolll4 ban a MJI&"•ooiac offoo\, 1CJ oal¥ pola\ .., \11&\ \llO 
4rop l lllo .. rRiac ba4 MOll oo Ut.rp, .. , -.lMrlac \11&\ \llo 1aa1t of 1 ·•a 
lip\ oUU llo ottwrlac - 1.2,000,000 \o o-lo\o \ll01r pl4 parallowo, I llloacll\ 
lho Jaalc ot lloclaa4 ncb\ \o k bfol'M4 ao to \llo oU•Uoa oa 0111' .... at. 1Mb 
tile• • olutooro4 \lla\ llo 11&4 tooo1Yo4 a aall t r• Jol\oa oar~¥ \lllo .. rat,.., h\ 

tbot lho rah of •=- ba4 ao\ \oa 41oouoo4, tllo oo-oaUOil klac Ual\14 
to o quoUOil \7 Jol\oa 'IQIOil 0111' a.,..rall\7 lochl&Uoa, I loU J:aoa \lla\ I 
.. .u4 l>o ..,Ia bappior 1f lao •lll4 oall :lol\oa 'baok aa4 nla\Mr 1otor~&Uoa ao 
to \lle ollrU,.. .... a, lloro, '0'1\llout ralalac &aT .,..ouoa or ._,,lac &aT aouoa 
oo \llo po.r\ of tile :lrlUoll. 

laoa \oloploo- .. a\ 121~7 \11&\ boo 11&4 lalloo4 ri\11. :loltoa. till laUor 11&4 
a ooa &\o .. l lilt . ..... Mlllac 0114 ..urot- \ba\ \llq ba4 &-\ 1.1,000,000 \ 0 

41opooo ot, 1o 414 ao\ kaow- \11.0 Japue .. -.-.. \o lloYo .. - \0 .. u, 
OOJ'OOiollT olllllO \11&7 ••• pa, II or 5 ailll• pouolo 1a \llo D.O&I' t..hro tor 
.l.uol roliaa -1. Jol\oa -· aoal¥ la\oroo\14 1a \llo .... ot a . .. .. luac 
lholr ohrllac, aa4 ..nua\1¥ approola\o4 lua'o 1alUau ... 1a oalU,.. Ilia. 
lollou 414 100\ kaow .-ro \llo a a•No p\ \llolr o\orllac, h\ fo-.4 po.rUOJl&r 
ln\oroot 1.& lilt oalo \llwroot, ohoo \M :lrlUall oro ROw \alklac of a ..... \li'&M 

ocr•-• wi\ll-1.&, 

laoko will - • a ,,..._~.»' of 1a1o ooaroroaU• '0'1\ll :aou •• ao ..U •o 
tile aotoo ot a \alit *14h 11.e 11a4 '0'1\ll CaricUl. aloo t.llio ..,.lac. Cartpol 11a4 
talko4 h 1a1a Jll"l.&olpall¥ 1a .._._ \o \loo Jll"Opooo4 arJ'&D.CK r\ tor - ottlolal of 

tbo ..... ~~. IU.a1nq of n-o ,. -· ...a - \llo - of J'ruoo •• - wnll. 
tbo hMr&l ll.ootrro :lull: of - Tori!:. 

I \rNoforro411r, Jiodo \o 11r. :1orao1o1a for N ....... *lola llr. ltaoD..., 

(Uiro4 wl11a "-' \o \llO oro41\ p~oa.- of our -ralUT M\, 
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T REASURY DEPA RTME NT 

INTER OFFICE COMMUNICATION CONFIDENTIAL 

DATaNoveaber 6, 1939 

Seoretar~~"'nthau 

llr. Haafl/1'1_. 
The Buainees Si tuation, 
week ending November 4 , 1939. 

TO 

SubJect: 

summarz 

(l)•The prospect or a business eetback in the tiret halt 
ot l94o has been diainished bz a nuaber of influence•, eo•• ot 
whi ch have operated to restrain overproduction thia tall and 
other s to etrengthen the outlook tor next zear. The prospective 
slackeni ng in earlz 194o 8al therefore take the fora aerelz or 
a levelling out of the business trend, aasualng that the war 
cont1nuea. 

(2) Induetri al production in October, in terme of the FRB 
index, reached within approxima t ely 1 point of the 1936- 37 peak 
ot 121, and aaz reach or exceed the 1929 peak of 125 before t he 
end of the year. This marked increaea in business actiwi tz, 
while due in part t o pr esent and prospective war orders, ia 
baaed fundamentally on the general improvement in the underlyi ng 
domes tic situation which began i n 1938. 

(3) The possibility or near-t erm overproduction i s mini mized 
by the relatively great er increase in durable goode output, part 
ot which is going directl y int o increaaed capital equipment in 
Verioua industries. Since theee goods are t aken ott the aarket, 
the ettect on the business outlook ia acre favorable than it a 
considerable part of the production repreaented nondurable goode 
go~ng into inventoriee. 

The preeent altuat lon 

Looking at the current buaineaa recover y in broad perspect­
ive, it should not be consi der ed more than a normal development 
lt the volume of business activity ahould aoon eurpaaa the 1929 
high, as expected by vari ous obeervere. Reooverz f rom the 
depression in most other l eadi ng countriea hal already carried 
their induetrial produc tion i ndioea t o new high laval e , though 
this baa been accomplished part ly through armament activity. 
An g par cant increase i n the populati on of t he United States 
since 1q29, and new inventi on• in varioua industrial fields, 
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have expa.nded the potential volume ot coneumer deund and 
industrial production. These may have b een otteet, on the 
other hand, by certain unfavorable t actore, notably the cur­
t ailment ot export outlets since 1929 , and the wide spread 
individual losses in the banking crisis ot 1933 (not generally 
suffered by other countries) trom which this country has been 
slow t o recover. 

Evidence that the unfavorable t ac t ora are being overcome, 
however, is shown by the t act that the present business upturn 
clenrly r epresent s an extension ot the recovery which began in 
193S , and would have occurred regardless or the outbreak ot var, 
though at a l eee rapid rate. At no time during the 193S recovery 
did i ndustrial producti on get really out ot balance Vlth con­
sumption or demand, according t o our basic bueineas indices. The 
temporary downturn in early 1939, which was exaggerated by the 
coal strike a nd the European crisis, repreeented merely a con­
soli dation or previous gains, which put the national economy on 
a more solid tooting to resume ita general i mprovement . 

The renewed recovery this t all carried i ndustri al production 
in October to approximately ite 1936-37 peak, and within a tew 
pointe ot its a ll-time high reached in 1929, according to a pre­
l1Dilnary eet1mate or the FRB index. ( See Cha.rt 1) The estimated 
October f i gure or 120 compares with the high or 121 reached i n 
December 1936 and with the June 1929 peak ot 125. Further gains 
duri ng the raet ot the year are widely expected. 

Ettsct ot oapi t al goode u pruuion 

The busi nese outlook is strengthened by the near approach 
t o capacity operation& in various i ndustriea, which V111 necessi­
t ate increaeed capit al expenditure& tor enlargement ot capacity, 
thue providing an additional. source ot deii&Dd t or industrial 
materiale. The r ailroads this t all were t1ret to need increased 
capacity , and t heir ordsra tor freight onrs , locoaoti·oea, and 
track materials, have been an i aport ant t &otor in raleing steel 
activity to ite present rate. 

Reflecting increased oper ati ons in the oapital goode indua­
tries, the FRB index ot durable goode production (see l ower aec­
t i on ot Chart 1) baa risen t rom a low ot 71 in May to 103 in 
Septe~ber, or 45 per cant , while the riee in production ot non­
durable goode has been only 10 per oent. Thie bas sharply 
increased the ratio ot durable to nondurable production, but not 
to a level where it may be considered exceasive. 
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commentator• continued bulllah, and inventory aoouaulatlon 
waa overlooked. 

(o) Actin policies adopted by industrial. leaders to 
discourage speculative buying, through allocation ot ordera 
aooord1ng to previous volume and through other methode baa 
bean a further constructive intluenoe. ' 

(d) The near approach to oapaoity operations in certain 
induotriea, notably in steel, and the haapering ot autoaob1le 
production by strikes, baa operated to reatra1n output th1a 
fal.l and throw it partly into 194<>. 

( 2) Proapeotive support tor bua1neu next year, vh1oh will 
t end to prevent a aetbaok at that t1ae, l a provided by a number ot 
fact ors : 

(a) Export order• will doubtleaa be a aore iaportant 
bueineea t aotor in early 194<> than they are now, owing to 
repeal ot the araa eabargo, the placing ot foreign order• 
that hnd previously been turned dovn beoauee ot the preuure 
of domestic buaineaa, and the developaant of increased trade 
between thie country and South America. 

(b) Further capital goode expansion on a considerable 
scale aay be seen next spring, due to a prospective enlarge­
aent ot capacity in various induatriea to relieve threatened 
pl ant ahortagea. Recent order• placed by the r a1lrcada, 
wh1oh were first to initiate a large-aoale expansion prograa, 
will help to sust ain et eel operation• in the early part ot 
next year. The utilities have recently announced plana tor 
aubatantial inoreaeee 1n capacity in 1940, following euooeaa-
1ve new peake in power output. Current eatiaatee of expend1-
t uree by th1e industry 1n 194<> ot between f6oo,ooo,ooo and 
f650,000,000 are about one-third 110re then th1a year. 

(o) Our basic ind1oee and other data ahov a definitely 
etronger bueineaa foundation than during the 1936-37 rise, 
Jueti.tying our belief that the general recovery now under way 
1a not likely to receive an iaportant aetbaok in the near 
future. 

New orders index continue• decline 

The eore conservative trend ot buying in recent weeke ie 
reflected in the fifth auooeoeive decline in our weekly ot 
new orders during the fourth week of October. (See All 
three groupe were lover tor the week, with textile to 
t heir pre-war voluae. The total index, however, reanina well 
above any other week th1a year previoua to Septeaber, and Juati­
f1ee expectation• of a turther riae in induatrial production. 
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A favorable a spect or the inoreaaed production goi ng into 
oaplt al equipment ia that these goode are largely taken ott t he 
marke t and do not provide a burden or inventoriee to be liquidated, 
as would an overproduction or oonaumera' goods. 

It is i mportant to keep in mind, however, that capital 
expanoi on is extremely aenaitive to changes in the buaineea or 
financi al outlook. Thie acoounte tor the traditional belie! t hat 
a buolnees recovery auatained largely by the producti on or capi­
tal goods is unuaually vulnerable t o adverse developments. 

So long a e the volume or ooneumera' goods moving into con­
sumption bears a reasonable r elationship to the volume or capital 
goods p~rchased , the s ituation will rema in favorable. This r ela­
tionship got serioualy out or line in 1937, when the produotion 
ot durable goode became excessive in relation t o nondurable (aa 
shovn ln Chart l) at a time when the nondurable goode themselvea 
were not moving into consumpti on a a r apidly as t hey vera being 
produced. 

The present bueinaae outlook 

Probabilities appear to be increasing that no material set­
back in business will occur in the f1rat halt of 19~, assuming 
that the war continues, and the expected slackening 1n business 
activity at that time may take the form merely of a f l a ttening 
out or the business trend . 

This improvement in the outlook arises f r om a number or 
Influences that have recently become more apparent: 

(l) Certain f actors have been operating to miniaize the 
danger or an exoaaaive business expansion t hi s t al l: 

(a) The speculative attitude toward the price outlook 
has changed markedly since the buying boom of early September. 
Fear or wartime price inflation baa largely been dissipated 
by the recent uninspiring trend• of the commodity and s t ock 
aarkets, and by t he continued i nact i on or the belligerent 
aratee. 

(b) The almost unan1aoua opinion among buaineae ob­
servers that a eetbaok will ooour in early 1940, which haa 
been thoroughly publioized, and the reiter at ed tears of 
exoeasi ve inventory aoouaulation expreaeed in moat trade and 
finanoial r eviewe have had a reatra1n1ng influence on buai­
neea exnanaion thla tall and are tending to prevent the 
antio1nated early- 1940 aetbaok. The situation thue differs 
V1dely- froa that in the early part or 1937, when buaine•• 
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Aaong the indiYidua1 oompaniee, it i s vorth7 ot note that 
ealee ot commercial gaeee b7 Air Reduction haye rieen eharplJ, 
apparently reflecting increased construction actiYitJ and 
increased use in t he eteel induetrJ tor such operations ae 
welding and bra~ing. A greater than usual tall increaee in 
aal es by Johne-Man•ille and Sherwin- Williaas apparentl1 alec 
reflect s increased construction aotivity, probably tor industrial 
expansion. This ie oontiraed by a 71 per cent inoreaee in 
private heaYJ oonetruotion avarde during the tour veeks 1n 
OCtober, a s reported b7 the Engineering Neva Record, oYer the 
corresponding veeka in September, while public awarde ahoved a 
6 per oen~ decline. 

Important neve in the steel orders situation vas the book­
ing ot orders last week by several makers ot steel plates at 
unchanged prices tor t1rat quarter deliverJ. This does not 
necessarily indicate that other steel prices aay not be raised, 
but is nevertheless encouraging t o steel buyers. Exporter• 
ot ateel report a eteadJ increase in export inquiries and 
aalee, and ea7 that t hey could d1apoee or at least tV1oe the 
eaount t hey are eell1ng Lt the steel vere available, Principal 
export orders are coming from South Aaerioa, South Atrioa and 
the Far East. An acute steel shortage among companies making 
automobile parts 1e preYenting tull aooeptanoe ot foreign ordere 
tor trucks, according to Wardla Reports , since the truck oompaniee 
cannot make firm ooaait•ents tor the necessary parte. 

The price aituetion 

SpeoulatiYe 1ntereet in the oo .. od1tJ aarketa continues 
to be dampened by the laok ot aotivitJ on the war fronts, and 
by the resulting unoerta1ntJ over the trend ot deaand tor com­
modities, The BLS all-commodities index has aooordinglJ leYel­
led out and ahove a downward tendency. (Sea Chart 3) During 
the week ended October 28, the pr1oe index ot eeml-•anutaotured 
goode shoved noticeable weakoeaa , declining nearly 1 per cent, 
vh1le the price averages tor r av aaterials and tiniahed goods 
vere alightlJ lover. 

Aaong the baa1c coamod1tiee, •ugtJK fUtures last veek 
declined to a 5-Jear lev, retleoting e prasaure ot auppliea 
releaoed by abandonaent ot the quota plan. Tin price• turned 
downward on an increase 1n export quotas troa-TO per cent to 
100 per oent ot standard. Cottoneaad oil and ~ vera 
rel atiYalJ veak, reflecting a continued heaVJ aoveaent ot hoga 
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to aarket. Wheat and cotton strengthened on adverse weat her 
reporte. Recent rainrill in the IUuUilppi and Oh1o valley a, 
vb1le i~proving the orop outlook 1n eoae aeotiona, baa aleaed 
the important wheat area in veet ern laneaa and Hebraeka. 

Advising against further oomaitmenta in aoat oommod1tiee 
tor the tiae being , the November r eport of the National 
Aaeooiat1on or Purchasing Age.nte ment1ona that •inventories are 
being inoreaeed aor oea the country, and th11 procedure i a apt 
to continue through the reaain1ng weeka or the ;rear,• The 
inoreaee, however, i a aa1d not to have been carried to the point 
ot overatoclting, &1noe aanutacturera are rull;r aware or t he 
danger in exoeeaive 1nventoriea, but •erel;r to prot ect aanutaotur-
1ng operation& through t he early aonthe or next ;rear. 

Stock aarket inactive 

The repeal or the araa eabargo laet week had little effect 
on etoolt prioee, and the Dow-Jonea average or 30 induatrials 
oontlnuee Within t he l i alted r ange eatabliehed early in Septeaber

4 slight ly under the h1gh reached i n t he fall or 19}8. (See Chart ) 
The total volume or tranaaotione on the New York Stock Exchange 
during October decl.i ned t o t he aaalleet volume recorded for that 
month, with one exception, einoe 1924. Tbia contraeta aarltedly 
w1tb the apeculative activity in September, when total tranaaotiona 
vere the largeet tor that month in eeven yeare. 

The daapening or epeoulative i ntereet in recent weeks aa;r 
be t raced to aeveral r aotors. The failure or war activity to 
1noreaae, ae had earlier been expected, and the a&QT contusing 
croee ourrente in recant European developaent e , have led to 
uncert ainty aaong traders aa t o t he duration or the war and the 
orreot or the war on American induetr;r. Judging from the etook 
aartet aot1on, there i s no real oonv1ot1on that the war will be 
long continued. The etead;r eelling or American aeouritiea by 
Great Britain, and the prospect that the volume would be increaeed 
on &D1 atrong aarket upturn, have tended to dampen epeoulative 
entbueiaem. Fear of taxes on war prof1te or industrial oorpora­
tione bae probably, aa in 1916 and 1917, &lao tended t o restrain 
speculative buying. 

Nevert beleae, a etrong underl;rlng situat ion in the etoolt 
market i a indicated by the relatively low l evel or etoolt pr1cea 
1n oompnri eon wi t h current corporation earninge, b;r t he failure 
or active aell1ng t o develop on unfavorable newa, and by the 
•err low l evel of brokera' loans, whloh rerleot the eaallneae 
or epeculative at oolt holdinge. 
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Brokers' loans haTe declined eteadlly through ~•t ot the 
year, reaching a tew weeks age the loweet leTel elnce early 
1933. (see lower llne on Chart 4) In past yeare, ae lndlaeted 
by the monthly data at the iert ot the chart, Yery low leTele 
ot brokers ' loan• haTe been reached Juat betore eubetantial 
upturns in etook pr1oea. 

Current business aotiTitr 

The New York Time• index tor the week ended October 2! 
rose 1. 2 pointe to 104.7, a new high einoe a1d- Septeaber 1937. 
(See Chart 5) All ooaponente were higher exoept the index ot 
m1aoe11aneoue oarloadinge, which declined 2.6 pointe. Total 
carloadinge declined to !34, 016 trom !61,19! the prnloua week, 
apparently indicating that the tall peak bae been paeeed. 

The adJusted index ot steel ingot production (lower eection 
ct chart) hae rleen steeply in recent weeke to a new high since 
1929. The adJueted index ot cotton 11111 actiYity, on the other 
hand, has made no further gains during the paet aonth, but hae 
flattened out at approxlaately the early 1937 leYel. 

The rate ot etee1 output is aoheduled tor the current week 
at 92. 5 per cent ot capacitr, up 1.5 pointe, exceeding tor the 
tirat time the 1937 high ot 92.3 per oent. The rata ot output 
reached 100 per oent ot capacity during June 1929. 
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L . 1. ltDolte 

s uoJCc:T>- 'ULIPIIOU C!WTA6ATIOI ms 

B.t.IIJt OP .:.PIWI=:.::C:::L~-----

llr. Cart,uel eulecl at 9a4& thia 1110rn1nc. He understood, 

he sa14, t hat there had b- eome trouble in coanecUon with the 

o, eoinl or en acCOIIDt on OIU' book a 1n the n .. a ot t he Frech 

Treasu1'7 ancl t hat llr. Kozgmthau did not appro•• ot thatJ thl!1 

were anxious to know Just ezaetly mat the posltion wu. I ~lained 

t hat u t ar aa I 1m.,., the Tr•.,Z'7 Oepart•ent, for t~cal 

reesona, aaa ooa tnortnc the opminl or an account on our booka 

1n ~he nua ot the roreign cetral bank r ather than or a tor«11n 

go't'erri.'Derlt , t hat the ·-· aucaestion bad, or courae, bam made to 

the Br l tiah end t hat I tboulbt tilt the Brit18h ware all a.t to 10 

~aDd. The latter stet•mt •-ed to .arprtae Car111ue1. lbat 

seou to cause t h e French aost d1rt1cult1ea ia th e tbou,ght that a 

tht rJ pa rt)' ahOillcl ope e aecoUDt on our booka 1n the nue or the 

a'!lllc or France. I rtPlied ta.at 811 this, or courae, was their 

~robl• but aa I ea• the picture trO. here it was a eaae mere t be 

!:IODef put 1nto that uoount beloaced to tbia t hll"' part)' encl waa 

subJect to tbia aM a third part)'' s 1natrnctlona. Cartcuel r eplled 

that t har were 101nl into the question md ccllul darinc t he :.attar 

now to sea whet oov.ld be doae. It had occurred to tb<ID that one 

••1 out would be to ope a c!_edit in taYOr or the Punch t.t tacbe 

ln Waab1nctao to tae care ot p.,.enta wbicb the l atter •1aht he•• 

to effect. I J"Pllad that ot courH I coa.ld not apreu a op1A1oa 

one wq or the other lMit I :rather thOQibt t hat lallhlnCton wou~d oot 
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CORRESPONDENCE 
COi nD•tUL nul 

L. •· ltlll*e 

I 

DAft lo!'!P!ter 1 0 liM• 

Sue..~•cn rw "'' M*'''"JOI ... 
hill: or ftillc:a. 

be nl'7 It- alloa' \bd pl• •4 tb•' • ttrn \~ht •• that '" 

TrHflll'7 ai&h' be dl .. ppoi.a\e4 1ll tbd klll4 ot a auuantoe. aa 
.uet, how-.ar, ....u. .. tba' \hat •• • par-al opllltoe. 

fHVL1:.ll O 

Pf.?l t v, v 
I 

"' • • • I 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMU N IC ATION 

DATE 'oveabor 6, 1939. 

TO Secretary Uorgentbau 

,IK>.,. !=:-. Cochran 

!'he Secro~y telephoned 110 ~t 9 1}0 Md aoroln at 12:}0 on So.turda,y 

l!?tning. Thereafter. I torwe.rded to him at .fiahk-111 oeo.orandA covering 
tht aubject a Whlch ne had ditoutted, namel y, the letter trom Oercany, 
the " ee t1C£ whloh the Secre tary had had on l!ovomber 3 m th tho membor o 
o! the :Oritiah Purchal1n& Commiaalon and ~bauy o!ficero, and my gosdp 

c'ot~rning the conneetiona of JTcnob f1nanc1el otflclals. 

S:Wrely &tttr I spoke with t he Secret=)' loot on Ssturda,y, llr • 

• inaent , ?1nonc1Al Counselor ot the Er1t1ah imbattY 1 telephoned me . Thlt 
~~rn1nt at 9 115, when t he Seer etory tel ephoned me f rom the tarm, 1 re­
to.ye d to him Hr . Plnaent' e moaeaae. That it, the :Br iti sh Amba uador ia 
r.tvtnc a dinner on Wednesday e~ening to Which he will invite the Service 
A:.~ch~a of hh own 'Embaasy and their oppoeite n.UIIbera in the War end 

.r; !.'epart 2 nto. ~be A:!bauador wonld be 4oll&htod it tto Secretnry hi=­

''lt eo~d co.M. It th! s 1a not poaaibl e, the .la'bassador would appreciate 

the S-ecr etary wc.;eating ao::te one f r O:::J tl:.e Trta~Ury Department. !.Cr . Pine.tnt 

11\ld t"-'t the;,- " re counU~~o> on ,. alto, '!'he Secretary told me that it 

""u.l4 be i!llpotoibl e tor him t o a ttend Bince he wao le~vin& ';iaohl~>£ton that 
evt ning, He oD.1d that it would bo qui te alright tor ~ t o go, I queat1oned 

~:>is, ot.ating that llnce 1 ""' identifi ed with the Stabilization Fund there 

:>lght b• ..,.,. nbarra eement to the Secret ary I! it became known t ho.t I -• 

the ?rea&Ul'7 repreaentat 1Y"e at a 41nner given t or the :Britiah Purchaalag 
~c=is&ion. the Sec:retar,- acr••4 t.hat :ry poelUOD .as now 41!ftrta.t tro::2 

th3t 11!Uch I !orcerl:r occupied under the Staa Dopartaent, e.nd that he 
~> l,.;ht my docioion ..... correct . He aaid he would telephone llr . lleneo in 

1'tt.:nrd to the invitation . 

: ss 

Th• Secre tary stated that he had r eceived tht mater ial whioh I hod !or­

~:oftrded him on SAturday. Re tal d. he •• beeoml nc more M d aort conY1nee4 /// 

t.:'l:lt he shwld :10t 1'w:lction aa ad'f'iaor to t.heat vlolttng tortip crou;pe. " 

t told hlo "that whlle I cUd not -.nt to be too peasb!stie about the truablea 

~ :~i~t get into, 1 concurred entire ly in thi t ttnt tH:n t . He aald. that 
'flll~h t.he pr eaont arr-.nge:Mnt with t.zard .rreret &nd Uor 6Aftt the 11tu&t1on 

h w-orse fro~:~ our viewpoint t h.M. 1f the :rrench ha.d w-orked thro\l&h Uorg:c.na 
alone. I heartily agreed. I mentioned that Lero:r~lleaul1eu hod told 11e blf 

h hphone Ssturtlay that he had opoken with hh peopl e by tele,Phono tb3t 

•o:-ning and ha4 learned that only the detailo rolOI>ined to bo &rrOoACe4 in 

re.;ard to setUn& up the J'ronch a<>cOW>t with the i'edersl Reserve l!ank ot 

::cv Tor~. and tendi..nr& out a •••'ber of the tt&tl of the :liniatr;r of i'lr..N'lCt 

~•"' Paris t o be tl:<> oignin& oftlcor in this coW>tr lf. 
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I roa4 to u .. S.Cretvy aa H• troa the •u~.DctoD Star of Satur"-7 
!D which .Uoop aa4 1:1Dh ... cro41to4 llr. ;Eooloo w1. th tho pl&D tor the 
BrHioh to oe:rry their -.r purohloe aoeOW>t with the h4er&l llooorre II&Dk 
of llo• York, .t.t the Socroto.ry1o requeot, 1 110 •11111& tho ollppiD& to 
b!ID tb! 1 morlli~~&• 

~ 56 

.t.ftor tal.k1D& with tile Secretary I ttll:pboD04 l'iDNDt tho Socrotar7'• 
rouoto, I a4414 that tho Secretary 110uld. opoolt with 11r, lloaoo about tile 
1o'rltat1oD aa4 thot lir. PiDIIDt would lieu troa the latter 41roo'ly, or ohcntl4 
phone b!a if be hao DO word. 'b7 DOOD, It •• 11D4erotoocl tbolt it aDJODa goeo 
i roz tba 'l'raaoury it ohoulcl Dot 'bo ~oolt, l'1Doent thought that tho ropro­
nentat1ve from the w.r ])opartlloDt would 'be lir . Lollio J ohDooD or h!a Chief 
3x.ecut1Ye. 

I told. lir, Pinsut that tho Socroto.rJ had not ;rat oeeD tho l'reo14eDt 
w1 tb respect to the ::atter which w ha•e 'been cU.cu.ae1q the s-at. few d.t.Ta. 
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~ro., : 

':'he l'lla o 

t'r . HMea 

'n".e ~f!C:retnry in~ tTI.!Cted CO OV""T t~O tr-1~:)1,, .. .,. thh 

.. Tn\!'1_ t~ ~..r ve o. t bor o • h t nvest\ct't.ion ~o r..a t~ bov 

• t ... r~~l ~•enue Aeent Zcdis s~ecood~~ ln ~~v1~ Lac\-ne4 

t, ~t el~ ·~e lnv•Etl~tion o! th"" t AX ret urn: of Coet z 

:r~uck . who ~1~ the! r toxeo ~ro= C~ll fornl~ residences , 

clon ~l th \G excni net 1on of ScheneY. 1a r~turn ~ leh Vel 

• lo ln ltev York . ! L."lV!: acked iltt~er Irey to t:UY. to me 

~bo·Jt thh . t>.nd t o b e(!in \ nve utl!:n t.lon l!l't.'Tiedl~t&l;.t . 

~57 
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P .ARAP1UWII: 0 F 'fELZOiW( RJlCitiVED 

FROM: Aller1can Eabauy, Berlin, Gel'lllan;r 

DATE: NoYember 6, 1939, ~ p.m. 

NO, I l96<l 

The following 1a confidential from Heath tor the 

Treaaury: 

_58 

Reference is made to the letter ot October 4, 1939, 

trom the Secretary. Vbile Tarlor was in Rumania, be ea1d, 

he vaa told that about one-halt ot the gold reaern or the 

Polieb Governaent bad been kept in Rumania tor use in 

t he upkeep or the large number or mil1tat7, ott1cl&l and 

other retugeee or Poland who are nov in Rumanito.. It wu 

Tarlor' e underetto.nding that the remainder or the gold 

reserve was shipped to Alexto.ndria, Egypt. 

KIRX. 

U:LW 
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Secretary of State , 

Yluh1ngt on . 

GRAY 

Pnt·ie 

Dated November 6 , 1939 

Rto ' d 6 :50 p . m. 

2670, llovembcr 6, 7 p. m. 

FO"' T"'f. ';!~EASURY . 
9Ch?,_,,6 

Philip·g•aeawn writing in the annual LA PRANCE 

ECOJIC!(JQ';'t for 1936 which has just appeared givES som< 

1ntcrcet1ng figures on France 1 a balance of paymtnts 1n 

1938 . ~e places the dcfi ci t on cm·rcnt nccount at the 

relatively insignificant figures oi' 300, 000, 000 f rancs 

of 1939 value (or 120, 000, 0CO francs of 1926) . He 

arr1vca nt t.'>is total as follows: on the "crcdi t" side , 

freight 2, 5CO, OOO ,OOO, insurance 200, COO , OOO, transit 

250, 000, 000, tot~r1st expenditures in Prance 4, 375, 000, 000, 

intEres t recEi ved 2 , 500, 000, 000, total 17 , 825, 000, 000 . 

(END 310:CT1 ON ONE) 

BULLI'l'T 

RO\V :El!B 

259 
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REB 

Scorttnry of Stntc , 

Wnsh1ngton , 

GRAY 

P4r1e 

~60 

Dattd Novtmbtr 6, 1939 

Rto ' d 8 : 02 p, m. 

2670, Novtmbcr 6, 7 p , m, (SECTION TWO) 

On the "dtbi t " sidt , unfavorable tro.de bcll<>ncc ( including 

trade with t~t eolon1ts) 15, 250, 000, 000, rtmittnncts o.brond 

or foreign ,.,orl<mcn i n Frane£, 625, 000, 000, txptnditurts 

or French to\\rt.sts abroad 5, 000, 000, inttrut dut 

1 , 750, 000, 000, total 18, 125, 000, 000, On this 300, 000, 000 

dEficit Sc~wob tsti mntts n totnl oopi tnl inflow for 1938 

(i.n which he 1ncl\\dts gold imports) or 7, 710, 000, 000, 000 

rrnnca (or 3 , 095, 000, 000,000 tronos of 1~28) . 

(E~~ SEC~XON TWO) 

BOLLI'l'T 

NPL 

Regraded Unclassified



JI 

StorttCr1 or StatE 

Wnahinston 

GRAY 

Par1e 

Dnttd Novt•obtr 6, 1939 

Rto 1d 7 :05 p. m. 

2670, NovEmbEr 6, 7 p .c . (SECTION THREE) 

Or thnt gold imports totalEd 7 1 5001 000
1
000 supplemEntEd 

by a visiblE capital infl~ or 1, 190, 000, 000 on an 

orructting visiblE capi ta l outflow or 1 , 250, ooo, ooo. 

Tht srumt publication tstimatts French nati onal 

income for 1938 at 267, ooo , ooo, ooo frnnoo comparEd to 

242 , ooo, ooo, ooo 1n 1937, 201, 00o, ooo, ooo 1n 1936, 

175, 000, 000, 000 in 1935, nnd an av tragt for thE yEars 

1929- 1930 or 245, ooo, ooo, ooo. 

BULLITT 

RO\Y : EJIB 
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Jl GRAY 

Paris 

DatEd NovEmbEr &, 1939 

Rtc 1d 6157 p.m. 

SEcrEtary of StatE 

Ylash1ngton 

2670, November 6 , 7 p ,m, (SECTION FOUR) 

ThE Journal 0tf1c1cl which appeared carriEs the 

announcement ot Wonsitur EugEne Auguste llar qWlU as 

gtntral disbursing o!'f ictr f or o:ptnsu or the Frtnch 

Govtrnmrnt in the United Statts under thE provisions 

ot the decrEE rtportcd i n our telEgram No , 2499, 

OctobEr 17, 6 p .m. Couvt dt Murvillt ttlls mE that 

the appointment is of a somewhat "routine" naturE 

and that r.t , llarquais who is still in Franot will not 

neoEssarily be thr official dEsign~trd to draw on 

thE account or account s referred to i n your strictly 

confi dential ttlEgr~ No. 1289, October 23, 1 p ,m, 

and our ttltgram 2634, NovEmbEr 2 , 1 p.m. 

A dEcrEE publishEd in today's Journal Off ici£1 

<xttnds until NovrmbEr 30 nExt the authorizat i on givEn 

Trtasury paying offiots under thE Earlier dEcrEE rE­

ported in our tElEgrom No , 1742 of StpttmbEr 2 , to 

pay cErtai n spEcifiEd mili tary txpcnd.i turcs rvcn 1~ tht 

absrnot ot a"*IDr i zEd crEdits , 

(END SECTION FOUR) 

BOLLITT • NPL:EXB 
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PAP 

Secretary of State 

Washi ngton 

GRAY 

PARIS 

:!.63 

Dnted November 6 1 1939 

Roc ' d 8 :40p. m. 

2670, November 6 , 7 p, m. (SEC TION FIVE) . 

The JOURNAL OFFICIEL l i kewise contains an arrete setti ng 

up a plan of rationing among manufacturers and consumers of 

certain minerals , The p l an covers i ron ore , lead, zinc , 

antimony, manganese , tungsten , cobalt , mol ybdenum vanadium, 

bauxi te , gr aphi te, et cetera, I t sets forth conditions under 

which snles will be made to French factories , to Belgium, to 

oreat Britai n and to other countries as well as the method 

of supervision . 
The national co=1 ttee set up to puah the sale of the 

new arCI8ment bonds '(our telegram llo . 2625, October 31, 7 

p. a .) today issued its first brief patriotic appeal for sub­

ocr1pt1ons which was widely published i n the press, 

BULLITT 

EMB:NPL 
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PAP 

secretary of State 

Vlashington 

GRAY 

PAI<IS 

Dated November 6, 1959 

Reo ' d 8t49 p, m, 

2670
1 

November 6 1 7 p. m. (SECTION SIX) , 

264 

Continuing last week's upward march the securi ties marke t 

opened buoyant today , It was later aubjoct to aome profit 

taking. Ita optimism derives from tho liftinG ot our arms 

embargo, Norway's release of tho CI TY OF FLIN'I·, a better 

feel1ng about the Russo- Finni sh nogotiatione and a general, 

1f unfounded, feeling of gr owing Nazi di scomfiture and (? ) . 

Rente i ssues improved fractionally on their recent strong 

advance . Tho AGENCE ECONO!flQUE 1S stock exchange indices 

now show ordinary rente issues at 81, 9 aa against 79, 7 on 

September 4 , The exchange guaranty iaauoa are now ~ 

as again•t 114.2 on September 4 . 

BULLITT 

EMB:NPL 
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PAP 

Secretary or State 

Washington 

GRAY 

PARIS 

Dated November 6, 1939 

Reo ' d 8 t44 p . m. 

2670, November 6 , 7 p. m. (SECTION SEVml) . 

Its general bourse index is at 100. 5 compared to 89. 7 on 

September 4 (tbe base peri od of 100 is December, 1930) . 

Tbe B. l . S. statement for October shows a further re ­

duction in its balance sheet of 41 . 2 mllllono to a t otal of 

452, ooo, ooo; 

Funds for the October 15 coupon of the Polish stabiliza­

tion loan or 1927 were deposited prior to September 1, and 

will be paid in ~'rench francs at tl)e t•ato or 5. 598 per 

annum coupon loss French income payment of 32. 40% which the 

Polish GovernMont had not paid. 

(I!:ND OF W!SSAGE) . 

BULLITT 

{J 

.. 
erPt t •· 

.. 
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REB 
ClRAY 

Brr11n 

:;ss 

Dntrd Novcnbrr 6, 1939 

Rro'd 8:06 p, m, 

Storrtary of Stotr , 

Wnsh1ngton , 

1965, Nov~brr 6 , 6 p. m, 

Pl'EA3E -;e:- EAT TO TREASURY. 

!ly 1951 , J:ovrmbrr <!, , 5 p . m, , wi th thr supplrmrntary 

statement that payments in free foreign exobangr orr 

likewtar probib1trd if it is brlirved that thr recipients 

ar t intermediaries for prrsons or firms domiciled i n 

Great Britain, Frnncr , and thr other countries nnmrd in thr 

ordtr of llovrmbE r 2. 

It is to br noted that this ordrr is the firs t published 

notion of the 1eich forbidding payments with enemy countriEs . 

At t he Foreign Office it was stated that it was not tht 

l ntentt on ot tht Grrman Government to issue II general decree 

or law prohibi ting trading With t 1lr enf:'IIJ since power to 

control and prohibit s uch transactions waa contained 1n 

existing fore i gn rxchnngt lrg1ollltion, 

KIRK 

NPL 

.. 
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TREASURY DEPARTMENT 267 

INTER OFP'ICE COMMUNICATION 

OATO JrOYOQer 6, 1939 

TO Secret1U7 li.orcen~hall 

'!'he oterll..nc rata vao apin under preuuro vUh 1Doroaood ~luao 111 
tranaeeUoiiO 111 that cu.rrenc7. In Ama~erc!M, the rata ""' quoted troll 3.~7-1/16 
to }.97-1/4 e.o coDpN'ed to 3· 96-1/4, which vao tho clooi.nc quotation 111 Jr.., Yorlt 
•• Saturd&T. In rtew of tha toe~ tbat tho rata adYlU>Ce4 111 Aaoter4a&, an4 o! 
tl:e suboequont or4ero roeoin4 tor u:oeuUCil 111 Jrev York, 1t &PJl08N that foroicl> 
seller• ot oterli.nc oi.CJ:df7 their pretarence for 4ollaro rather than to'r oth.., 
e-.ll'.,.nclu. At tho openi.nc 111 Jrev York, otuli.nc vu quoto4 at ) .96-3/8. 
Sh>rtl7 atter, tho Jt~p&Uoe baJika ...... 'reported ao tellero, &ll4 at aboo>t tho 
...,. u,.. the Cheoo B.ak rece1n4 ., o'r4er froa lu.anla to oell ~.ooo. !he 
Chaeo Bonk v1thhal4 ito or4ar fro• the IIO'rkot t-rarUT, pen41Dc 4hpooal 
o! the aterliA&: otf•:ra4. b7 the Jape.u••• Rovner, clv.r!Dc the l.Dtorla., ~ere YN 

sn010 011ocell&1100Uo oelli.nc of oterliJIC b7 'OO'riouo bonl<o . SborU7 be!oH DOOD 

tho rate bad 4ocll.,..4 to tha low of 3. 9}-3/4. At tbat tlM tho Chua had 
executed al>out half of ~he .lblMnian o'r4er, and oubooquonU,. dhpoood ot the 
balance. Duri.nc tho attorDOon, ~he.,. """ """" oo ... erclal 4o01ond tor e~orli.nc end 
the rate roco'Oored to 3·94-5/8. I~ clooed at 3.94, 

Selot ot oterl1DG b7 repor~il>C banko 111 !lew York totaled 11.763,000, fro• 
the follovina eo\U'o••• 

Co=mercial concern. • •• • •••• •.•• • ••••••••••• • •••• • •••••••••••• , 346,000 
Jore1CD bank. (lbrope and 7ar laat) •••.....•.••••• • • • .• ..•.• • ~17,000 

Total • ••••••• 11.763, 000 

l'lu'cbaooo of otcrll..nc DDOUD~ed to 11.737 , 000 , ao indicated below1 

11 co ... roial concerna •••••••• • •• ••••• a.•••a••••••··········· ~501 ,000 
B7 ! or oiCD bonko {lv kat, JUrope &ll4 South Aaer1ca) . . ...... ~6,000 

!otal •..•••• • • 737,000 

'!'he baJika &lao reporled tbat tho Bri\loh Control pu"Chaoed ohrll.nc uount.­
llli: to ' 58,000 at the oft1c1el r ate of 4. 02. All of thio oterll.nc r epreoonted 
cotton bille. 

'!'he bolp """ in 4oaan4 111 J.aoterdall tod&7 &ll4 a t tha olo .. of that aarket 
aooo purchaoo or4oro were 41opatche4 to llew York for execution. '!'he belCD clooed 
at .1670 up 6 po111to froa Satur4&7' • clooi.nc quotation in 11ow York. 

C ONFIDENTIAL 
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£he o ther l.aportu.t eurrenciea eloae4 •• follova 1 

l'rench franca 
0\lildaro 
Sviaa frBDCa 
Canada 

. 022}-1/2 
·5308 
.<>2113 
10-1/~ diecount 

n>o Ch1neu yuan vo.a quoted at . 09 off 1/4; from Sntur4&7, 

\.'e receh·ed, throuch the 7edere.l ReeerYe Bank of ltev Torlc, a req:.uat from 
t~e UoUonal :8Mk of llwosni a to purchaoo $2, 500, 000 in £0111 to be added to their 
tu:mrked occO'ill\t , vhlcb reqg.eat va.e approved. 

268 

lie F chuod frOl> tho lllmlt of J'r~ $10, 000, 000 1n £Old f 'roc their earnarlcod 
aee...,t . '2!111 ll&kto a total of $45 ,000, 000 in &Old purchuod fro~:~ the 111m1t of 
?ru .ce o1nco Sept..:ller 3rd, tho date of tho docl aroUoD of var, 

~· l'odaral llooono :8Mk re.,orted to uo tho foUovil>C ahipconh of &Oli1t 

$ },160,000 from t ho lletherl&Ddo cono1tJ>4d to l'edaral lleoern l!&Dlc of l!ev York to 
be 041'CI&rl<td for account of the l!othorl&Ddo l!&Dlc at tho federal lloeene 
l!N>k of lfev York. 

1,}90,000 troa South Africa coneit:nod to federal Reaorvo l!<Ulk of llev York for 
account of the llotherla.'ldo :Bank, tho diopOtition of vhich 1a llJl!mown 

~t tho ~ooont time. 
56} ,000 from tho llotherlo.nda conoi;lnOd to tho llr.tional CUy l!N>k of l!ov York 

for onlo to the United Stateo ~~·~ Office ot l!ov York. 
60,000 froa Swodon conoit:ned to llntional 01t1 :Bonte of llev York for oale to 

:--::-:-::--- United Stateo ~··~ Office at llev Tort. 
$ 5,11}, 000 'rotol 

llho o<;\\1\'alont of todaY ' • London oUvor J)l'iCI voo 111.10; . !rho prico fixed 
.. ~ l!Md7 &Dd i!ar:>aA for foreiGn aUnr rocainod u.nchaziCod at Yl-3/ 4;. !rho 
':'reo.C'.1J71 t pr ice vao aloo un~od at 35; . In !lev Torte, vo aada three purchaooo 
,~ fiU Yer, to tal1nc 175,000 ouncea, und.er the S11Ytr P\l.r'chaae kt. 

CONFIDENTIP. L 
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l'llt:lh Aaor1ollll lllba .. :r, Jl1o 4o Janeiro 

•o.a ae'P 
DAft I •oYeabor 'P, 1939, 2 p .a. 

!ho D1rootor of boh&Dgo 1D.torao •• ~t 1n o1"4or to 

prortdo equ1 table treataent 111 the allooat1on of exoh&Dgo 

tor r..S.Uanoe of earD1qe, d1rtdonde, 1'0Jalt1 .. , aDd 

other 1t .. e apart troa 1aport b1lle, tho Bank of Brasil 

hae eetabl1ohe4 olaae1f1oat1one and t1xe4 peroentagoe tor 

110nth1:r exohange quo1iao tor tho .. 1 teao. Ooapan1u Wboee 

reoo1"4e haYo been appron4 b:r tho Bank Will reooi n 

110111;h:t:r quo1iae W11ih1D tho exohaD&e poaa1b1llt1u of tho 

Bank. 

Aaor1oan ooapan1 .. that han not applied tor thh 

exohaDge 8hou1d do eo at onoe. 

OOIIPIDCII'fiAL. l'or loT .. bol" the total allotaant 1a 

around teoo,ooo. In tho tutUN the total aonth:t:r quota 

Will bo t1xed .b;r the Bank at the t1rat of the aonth. 

We will ••114 4eta1l..t 1D.toraat1on b:r a1r aa11. 

- ·· . ~.,( 
!' t : ~! ' l l 

&AID 

.. 
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IOTeaber 7, l~~~ 

IIII,Jr ahowed the or1g1na1 ot thh to the Pree1dent 
at H;yde Park today. 'fhe Pree1dent read 1t and u.de no 
comment . 
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TREASURY DEPARTMENT 
::.n 

INTER OFFICE COMMU N ICATlON 

D"TO lronaber 7, 1939 

10 Seorotar7 llorcoDtbt.u 

,00.. llr. Oo4llr ... 

llr. PuoiDt, l'iDaul.al Oo""oalor of tho Br!UIIh :iloMoo7, tolopbou4-

roator4q aftoruoa to tho atf oot \llat olace 11r. Louio Jolmooa o1 tu .... 

DopartmoDt •• Dot beiDC s.-!to4 to tu lilll&oo7 41Jmor oa •too o4q alll>t 

but oal:r oftlooro of rank corr .. po~ to \llat o1 C&ptou ColUao, tuy 

ploD t o omd .., iJlYl'"-UOil t o l>la. I aoke4 P1Jlo• t 11 u ha4 llooa 1Jl tow:ll 

oltb llr, llanoo dDrl.D& tl>o 4&7. l o IIAld tbat u ha4 aot, 'bU •• oaro tbat 

llr. Kuoo would baTt 110tl>lag t o 0&1 about the propr!ot7 of tho 1JlY!tatloD 

to C&pta!D Colllll.o. I hld llr. P!u•t that , nonrt bolln, I ohould like to 

apeak with llr • ..,.., oD th1o pout. I ~atol7 oaw llr. Baau, .mo oatd 

tbat SOorotarT llorpDthau ha4 told h1a 1Jl tba foreDoOD that tba 8oorotarJ 

.,., not co!ag to t ho 41DDor .,.d that no!\hwr •• I. llr . Kuoo acrood .nth 

M tbot C&pta!a Colllao ohould not co. Ao I •• loo•!ag llr. llanu• otfloo, 

bo COt Seorot&rJ llorg•thaU Oll tho tolophollO OD a oall .m!Cb ha4 \&611 placed 

h fore I • • 1A hie office. A fe-. m.nt·•• lat er, t he SIGr•t&r7 t ol4 .. 'b7 

tolephoDt that ho approYod tho doo!o!on tbat Captain Colllllo llhollld not be 

!nY!Ud, and be told •• to han P!noont loaTO tu tra&IIU':r out IUlUl after 

tho quuUon of llaloon 1o doc!dod. .lecor41llc17. I telephoned llr. P1Jloont 

to tbio otfoct at 5:::!1 p,a. 

At 5(l0 71otwr4&7 attornooa, I •nt to tho Stato Doput .. nt , "'''n tbo 

requeat of Dr. ret a , t o ••• a c.abl•gru there which be 414 not Ualre to .. D4 

to the Treaaury, but QOn which he 41alz-e4 to M•• our reactioD. U ter rM4• 

1"6 t ho oo.lllogr .. 111 quotlon, lo. 265J5of lonllbor J, froa tho bllon7 a t 

Parle, I told Dr. l'e!o that tu 1'ra&IIU')' deal rod to - no co..,.nt t hor eon 

tor tru .. t aalon t o .tal>aa•4or h.lllt.t. a.era Dr. hie a14. that be • • 411-

poood to file 1t, I roqu .. t e4 u 4 reco!n4 a cow f or Seorotarr llor pDthall. 

rb!llking t ho • ttor oYer turtbor, 7e!o aoked •• 11 thoro a!gbt oot llo ooao 

• r!t lD tho !roaour;y CIYiDg a Moooc- obicb •lpt dlOCO\D'"CC both Jull1tt 

and Ro71iaw1 lr,. t ho idoa o1 poooiblo JrollCb borroy lllg tro. uo, 

llbon tho Sooret&1'7 oalle4 .. at 9100 o 'oloolt 'hh aorn!ag I br!oflT 

- h od tbo foreco!ng ... ..,.. 'lhon t ho socrotor7 oalle4 back at 9130 

1 p.Ye •r• detalle. !b.le ... ...... u n ll u eo.ae \ bat we baTe r ec.e1Te4 

lroa London recontl7, tendo t o c cmfin ar bol!of that tho trooovr 1o colnc 

t o hove a lull procru 1D doa11ac w!tb purol:r t1....,o!al ud IIODOt&1'7 aattoro 

durtag tho ..,.,. • • llo14 oadoaYor to rolr&ln tro• =c!ertokl.llg <b>.tllo ""to!do 

of purolJ 1'roaovr llmcUono, 

llbon talJdac with tu Soorot&1'7 tbio aorn!nt; I Mnt!ollOd that llr. Pinout 

doo!r eo to oall on Wodooo4q w!tb llr, Panio , ud that llr. Loro:r Baoulltll 

tr1ehee t o co• a t 11 o ' olook 01' later oa WD••da7 t o F••~~tt lloch '-iae , 

tho new officer to bead \ho :r ... nnb hrcbaolnc ll!oo1o• 111 tho 'lldto4 ttatoo. 
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!1M s-nUT wU • ~- ~" poopl.o wcn&14 -· t o • U .... ul ~-daT 
.,rn!.Dc for aaowre. !'» a.ar~ aa h luah wUh ~ Proaiuat todq, 

'!'he e.oro\ar7 aalood. M to f1D4 oa troa ha .U.rloaa A!ra7o the hov. 
00 near eo pou llllo, when lha"o~b'o plaae 1o w froa Liolloa. 11loA a 
telophoao oall •• -.4-e h Paa .berioaa .1Jr•111, U •• ooat1r..4 that the 
plal>o lMYoo Liollon on lo~or 8 en4 1o u:poo\od. at ,..,, -...Mngton on 
Tburo~ l""o•bor 9· !'bo aotfico could. not ooaotlr• that the pl&ao ahenU 
rooob low York a t nooa tiM, ao aattolpetod. in c.blo lo, 2255 aot l-or 2 
froa tond.oa. !'bo Paa .laorloaa A!rw.7• p:r-ood. t o oall no if thoro aro arq 
obOA&to ln tbo tohedDlt , 
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TREASURY DEPARTMENT 
279 

O<UIIEimAL 
INTII.R OI'I"'CII. COMMUNICATION 

DAU JloTeabel' 7, 1939 

lleoreV.~1hau 

Mr.s-y~ 

Olu'rellt DeTelop•llta iA tho Bil!b-Orada lleouri t1 .. 
Jlal'kah 

lmiiWir 

Lollg-tara CloTal'tlMat bollda pJ.ned al ightl.r, Oil 
llOt baluoe, enr t» paat a18ht daTa (Chart I ) . 
fha aew liJ'O aota 1a ia line w1 th oo~arabie ••­
oul'i tie • (Chart II) • fha new fl'eaau17 nota of 
Jlal'oh 1~ reM!aa out of line (Chart III). 

Both hiAtt--grade oorporate and JaiJlioipal bODda 
( <lb&l't f ) a4Taaoad l aat week, iA ooatraat wi th 
the IICITeMnt of long-tara fl'ea8\ll'f bonde. fhe 
apread 'betweaa t» aTarage rielda on l ong-UI'II 
'lraa.8Ul'f aad hi&tl- grade eorporate bonda reaobed 
a reoor4 1 .. l nel ( <lb&l'ta I aad IY). fhua , 
hi&tl-grade oorporata boli4a ware at a raoord hi&tl 
in relatioa to lon~tel'll 'rrea8\ll'f bonda. fha 
TOl~ of new oorporate 1aauea oontlnued .-all 
at ta alllionaLWhile new ~ioipal obligation• 
t otala4 aboat ~-3 allliona, of whioh all but 110 
1111110Da ha4 .. turitiaa of 1a .. t.baJl one roar. 

Oalifol'llia' a oredU baa bean weakened oona14er­
ablr aa Tarioua radioal plaaa han been oona14.­
ered. ~ apread between the nel d of bonda ot 
tho state of Oalifol'ftia aa4 the State of leW York 
Wide•d ahaztllr at the ti .. Df t» :IPIO onp.Up 
1a 19,_ ud the 1 Baa aad Eaa• panaloD plan -
paipa 1a the laat two roar• (Chart VI). fhe in­
tareat rata on llhort-tora state warraata iaaued 
1a Ooto'bar waa • par .. at, aa oa.pared w1 th a 1 .. 
of ,_, perMat aarlT laat roar, aad 1.~ paroant 
1n t» apl'iq of thia 1•ar (Chart YII). 

Bl'i tillh ooaaola el.o .. d llOadaT at 68-3/a, up 
ali&htl.T troa a weak preT1eatl7. l'ralloh 3 per­
oaat reat .. a4Taaoa4 llharplr 4u1'1Dg tho laat 
ai&ht daTa, o1 .. 1Dg Jloa4a7 at 72.30, the hi&h&at 
pl'ioa aiaoa 1:he eanraak of war. A Clal'll&ll state 
ra11war lO&Jl of !500 111111on ..Sa (aoa1nallr 1200 
111111oaa) - 1:ha t1rat oaraaa OoTel'llaant loan ainoa 
tlle 011nreak of war- wao aold laat weak. 
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I. United Statea &eourit1ee 

Long- t erm Gonrnmant bonda adnnoed lllight17 on net bal­
ance during the paat ei ght ~a, while abort-term iaaua 8 
showed amall lo .. ea. Both long- and abort-term eeourit1es 
gained 1n the earl7 part ot the week, and loat the latter 
part ot the week, Pr1oe 1noreaaea on Yond&)' , November 6, 
were suttioient to prcduce net gains t or long-term eeour1t1es 
tor the eight-daY period, but were not large enough to pro­
duce net gains t or the aborter isauea. The average 71ald ot 
all long- term Treasuey bonds increased . 01 percent last weak, 
but decreaaed . 02 percent on Monday, November 6, closing at 
2.52 percent (Chart I ) . 

The relative movement ot d1tterent ll&turit1ca ot Treae­
uey securities during the past &1ght d&71 1e ehown 1n the 
following table: 

Average pri ce chAnge 

Week 
ended 
Nov. 4 

: llonday:, : 
: Nov. l> : Total 

(In th1rt)'-seoonds) 
Note a 
-rio 3 7eara 

3 to 5 years 

Bonds 

......... .. ...... ... .............. - 1 
- 3 

--uiia:er 5 )'sara to call • • • • • • • • + 2 
5 to 1 5 )'ears to call •••••.. • + 1 
1 5 7ea.re and over t o call ••• • -10 

0 - 1 
.. 2 - 1 

+ 2 .. 4 
+ 7 + s 
+ll .. 1 

The new RFC note (ottered last Tueed&)') wae well re­
ceived b7 the market, and , unllka the new CCC note ot three 
weeke ago and the new Treaeuey note ot two weak• ago , bas 
been approximately in line with other eecuritlea ot cocpal'­
able maturities e1noe 1seuance. Chart II shows the :ylelde 
ae ot the oloae on llond&7, November 6, ot all guaranteed i&­
euee having fixed ~~atur1ties, and ind1oatee clearly that the 
new RFO 1aaue waa well 1n line. 

The new 'l'reasur)' note ot Waroh 1944 has remained weak 
1n relation to notes ot simllar matur1t1ee (Obert III). On 
all but tour da:ya since it was 1saued, the new note has had 
a higher 71ald than the note ot June 1944. Tbua, the new 
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note may be .Ud to be out or llne by about three montha. 
It ia poaaible, or oourae, that the June note is selling on 
a relatively better basis than it wOUld otherwiee, beoauee 
ot the raot that it 1a a dhoount ilaue. Enn ignoring the 
Junt note, however, the new note woUld appear to be acme­
what out ot l1ne. 

Evidence of the weakneee ot the new note is shown by 
tae taot that the Federal Reaorve Syetem round it deairable 

281 

to purchase $7,750,000 ot the new notes, while selling notea 
ma turing betwaen June 15, 19llo and Deoembor 15, 1942, and 
2-1/4 percent HCLO bonds ot 1942-44. Aooording to the Fed­
eral Reserve Bank ot New York, demand was evidenced tor the 
i s sues sold, wnile t he new notes were in supply in the market. 

During the week ended laet Wednesday, the Federal Reserve 
banks permitted another $15 millions ot Treasury billa to run 
ot t . This amount, together with the inoreaee or $50 millions 
i n the amount of billa outstanding during the week, provided 
a to tal inoraase or t65 millions in the privately held market­
able aupply ot billa. Ot thie amoun t , weekly reporting member 
banks i n 101 cities absorbed $38 millions. Banks in New York 
Ci ty acquired $51 mill ions, but weekly reporting banke outside 
ot New York City reduced their holdinge by $13 millions. 

Last week's offering ot tlOO millions ot Treasury billa 
was sold at a rate ot . 017 percent, the lowest since July 19. 
This comparee with a rate of .02S percent on $150 millions 
ot bills offered a week previously. 

I t was announced over the week-end that the t1ret offer­
i ngot 6-month notee by local housing authorities under the 
new United States Housing Authority plan would be inaugurated 
on Wednesday with a $50 millions otter1ng of eleven local 
authoritiee. or the total amount, $1-1/ 2 Bill ions ia acned­
uled tor the Iolley Dwelling Authority of the Pietriot 9! 

Columbia. 

Tbe notee will, i n efteot, be guaranteed by the United 
States Housi ng Autbor1 ty and will be tUllY exe111pt trom Ped­
eral inoome taxea, and 1n moat oases trom State inooge taxee. 
The proceeds will be used to retund cash already advanoed to 
looal authorities by the United Statu Housing Authority 
under loan oontraota and to PaY aoorued intereet thereon, and 
tor meeting tuture coats of oonatruot1on. It i a expeoted 
that similar abort-term notes 1n amounts ot $50 m1111ona will 
be ottered by varioue looal housing authori t1ee every tour to 

eix weeks. 
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II. Other Doaeatio Beouri tiu Karl< eta 

In contrast with the movement of long-term Treasury 
bonds last week, both high-grade corporate and municipal 
bonds advanced considerably. The Treaeury average of y1elde 
on high-grade corporate bonds deoreaeed .07 percent during 
the week and . 02 percent on Monday, to close at 2.95 percent. 
The spread between the average y1elde on long- tem Treasury 
bonds and h18b-grade corporate bonda reached a record low of 
.~2 percent laet week, o.nd stood at .43 percent on MondaY 
(Ohorts I and IV). 

The Dow-Jones average of yields on twenty 20-year muni­
cipal bonda aleo declined .07 peroent laet week, to olose at 
2.86 percent on Saturda:y. The spread between the Yielde on 
lonE-term Treasury and amio1pal bonds declined from .~ per­
cent to . 32 percent, but i a at1ll higher than it wae early 
this year (Chart V) . 

New corporate ieauee aggregated about $8 m1llione last 
week. The largest 1seuo consisted ot $5 millions of National 
Qypaum Oompan:y 3-7/8 percent debenturee of 19~. aold to a 
group ot inauranoe companies and educational inet1 tutions. 

New municipal iesuee consisted of about $1~3 lllill1ona, 

282 

of which all but $10 llll.llions had maturities ot lese than 
one :year. Two issues made up almost all or the short-term 
amount -- $100 million a ot New York State • 20 percent notes 
maturing June 17, 1~ (7-l/2 months), and ~30 1111ll1ons or 
Coa:~~onweal th ot Penney). vania 1-l/2 percent 7-month note a eold 
at a price to yield .44 peroent. The New York State notes 
were reofrered in so~e inetanoes at .15 percent, end in othere 
at .125 poroent, The Penneylvan1a notes were bought b:y a 
group ot bank a and one insurance oompany, and were no t reot­
rered. 

III. •Bam and E:gga• 

Holders ot California bonds are awaiting with interest 
the results ot the election being held toda:y to determine 
whether the so-oallsd "Ham and Eggs" pension plan w11l be 
adopted. California's credit used to be considered among 
tho best , but it has weakened oonsiderabl:y aa various radi­
Cal plane have been under oooa1der"t1on. 

Chart VI oolllp&rSS the yields, quarterl;r troa 1930 to 
date, ot a bond or the state ot Mew York and a bond or the 
State ot Oalitornia. It will be noted that in 1930 there 
was very little difference between the :yiolds ot the two 
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'bonds. 'l'be ditterent1al. increaeed in 1932 and 1933, a pe-
riod when the municipal. bond market wae completely dieor­
ganized. In 193~. it rose aharply ae Upton Sinclair cam­
paigned ror the governorah1p on hie 1End Poverty In California• 
platform. Upon t ho defeat ot Kr. Sinclair, the differential 
began t o decline until the a1ddle ot 1938, by which time 1t 
was b&ok to the approXimate level ot 1930 and 1931. 

The diffe rential i ncreased sharply, llowner, i n the 8UJIO­

mer of 1938, when the "Ham and Bgge• (Thirty Dollars Every 
ThursdaY) proposal , which wae to oe voted on i n November, 
began to be taken seriously. The differential continued t o 
rise, moreover , even attar the defeat of the plan in November, 
Tne eloseneos ot t he vote* indicated that t he plan wae by no 
~eans finally disposed ot, and, in tact, i ts eupportere began 
a new campaign alcoat at once to bring it betoro the vo t er• 
again. Po e1 tiona calling tor a vote were tiled early in 1939 
and on l4ay ll!l Governor Olson announced his i ntention t o call 
a apeoial election thie November, Under these conditions, 
it is not surprising that the d1tterential did not decline . 

The differenti al r emained oloae to its peak tbrougb 
september of this year, the market awai t ing the reeul t ot 
the second election on the •Ham and Eggs• propoaal. In 
October, the differential increased sharply again, to a new 
high of ,90 percent, On Monday, November o, it amounted to 
.SO percent. 

The effect ot the 1 Ham and Egga• campaigns on California 
eho1•t-term orod1t is even more etrilt.l.ng, Chart VII shows the 
interest coat on representative new iaeuea or Oil1rorn1a State 
ehort-tera warranh (maturing i n leu than one year), monthly 
be~'inning W1 th January 1938. I t will be noted that the rate 
doubled between August and September 1938, and inoreaeed by 
abou t ae much again in October. 'l'be defeat in tho November 
election brought a reduction to approXimately half the record 
October level, but the rate did not decline to the levela ot 
early 1938. 

In the spring of 1939, the intereat cost again began to 
increase aa the second campaign tor •Ham and Egga• gained 
1110mentum. Very ebarp i ncrease& occurred in July and August, 
the r ate more than doubling over June, In September, demand 
completely disappeared, and no private bids were received, 
This may have been partly due to the demorali zation ot the 
Clarlceta due to the outbreak ot war, but the imminence ot the 
election wa• undoubtedly an i mportant factor, In any event , 
three i aauea were subsequently taken up by State agenoiee. 
In October bide reappeared, and aeveral i ssuea were sold at 
a rat e ot 4 percent, 

•1,143,670 for, to 1,398,999 against. 
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IV. l'ore1sn Jlarkeh 

Britieh GoTernment eeouritlee changed little 1n price 
laet week, the 2-l/2_peroent ooneole olollng at 6S on l'r1day, 
MoYeaber 3, againet 63-1/S ~week preYicuelJ, On Konda7, 
Nonaber 6, they oloeed at &S-3/S to yield 3.68 percent. 

Z84 

'the preae reported laet week that a national loan bill 
will be preaented to Parliaaent on Wedneeda7, MoYember 7. 
Tbe t1rat war loan ia expeoted to be announced ehortly attar 
the new bill ie paaaed, and, aooordlng to aoet eati .. tee, will 
amount to about 1.250 111lliona (about fl. billion at ourrent 
rates of exohange). On a per oepita baaie, th1e would be 
equ1Yalent to about t 3 billions in the United 8tatea. The 
Br1 ti ah war budget for th1e t1eoal :rear 1a 1.2, 000 111llione 
(about tS billions) with reYenue from taxation eetiaated at 
rougbl:r half. Thus, about 1.1,000 111111ona (about til- billions) 
1e to be raised by borrowing, 'l'h1a would be equ1Yalent on a 
per oap1ta baaia to about t 12 b1ll.ione in tbe United 8tatee. 

Prenoh GoTernment eeouritiea were extre•el:r etrong laet 
week, and reached new h1gb leTele tor the period eince the 
outbreak of war. Perpetual 3 percent rentee, which etood at 
6!1. 50 on l'rida7, October 27, adYanced to 72.10 b:r l'rida7, 
November 3. They inoreaeed turtber on Konda)' 1 ROYeaber 6, 
to 72.30, to yield ~.15 percent. Preas diepatobee 1nd1oated 
that demand was apparently stimulated b:r repatriated capital 
seeking inTeetment and by the market'• faYorable reaction to 
P'inllnoe lllnieter Reynaud' • dieouaaion of the budget. 

According to report• from Aaaterdall, Bolland ie appar­
ently preparing the way tor an earl:r ieaue ot a defense loan: 
On RoYeaber 3, the GoYarnment asked authorization of an in­
oreaae of 200 111111on guUdere (tlo6 111111one) in 1te perll1e­
eible li111t for eMrgenoy daten .. loane. On a per oap1ta 
b&a1e, the inoreaee in authorization would be equ1Talent to 
about $1.6 billion• in the United Statu. 

The firet Oel'lllan GoYemment loan aince the outbreak of 
the war, a State railway loan ot 500 111llion marke (nolllnall:r 
$200 millions), wae eold laet week, Unfortunately, preea d1a­
patobu ban prOYided only t rapentary data about the loan. 
It appeara that the proceeds aa:r be largely d1nrted to GoT­
ernment uae despite the fact that teobn1oall7 the loan ie 
ouppoeed to be tor the benefit of the ra1lroade. Apparently, 
lUtle new aoney will be re.alized, boweYer, in Yi .. of the 
aaturtty a t the end of October of the laet 1 Treaaul'f deliY81'f 
billa• , In any eTent, the loan ie, of couree, of negligible 
proportions in teraa of Germany'• war budget. 
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!'0 '1'111 UOU!Aitl: 

'!be Probl .. 

TREASURY DEPARTMENT 

WASHIHGTOH 

loToabor 7. 1939. 

I, !liZUilllr 1WI J'IIIA*)IJCI 
Afr11 1, 1911 to JGilo )0, 1919 

~t tho t18e of our oatrr iato tho Vorl4 Yar (April 6 , 1917), 

tho !reaOU%)' wao facocl with !local prob1•• co.plox 1o their aatuno, 

aa4 of a ap.ltode an or before preooato4. !Ilea (.._ Jl, 1917) w 

ho4 a cro n pllblic dobt of $1,282,000,000 aa4 a aot caoh balaDco 1D 

: 9? - ~ 

tho coaoral ,.,..., of tho !ro&IUZ7 of l ou Ulan $100,000,000, !ho 

J'odoral a.oorTo llaDlto wore oJllT throo roaro old aad iDall:porioacod 1D 

~lac larp flocal apaq traaoaotiou, &Del tho old ... ~OU%7 

q atea , \ben in •rletence, waa uTer qu.1tt tuited to larp !reaeU%'7 

opel"aUOAI. !be e.xoeea ,..,,,..,.., of Ma'ber baaka of the lederal ieaene 

5)'1\ea Wre Of &D 1Do1c:aJ.f1C&Dt &aOW>t, 00 thot thoro W&O DO broad bolO 

for thl credit lxp&nliOD AeCII~ to fiDADCI in tba UD1ta4 S~\11 the 

eaor.aoua ntede of thie oouatry and the aationa aaeociated w1\h 1t in 

tho prooocnaUoa of tho Worl4 War. 

!ho .I.Mrlcu pal> lie paerollJ' wao aot at all feaiUar with 

~ lar r o part of tho CloTo rDMDt ooour1 tho t.hoo outotaa41DC bore tho oo­

callod olrcnalatloo pr1T1lOCO, aDd oh:\7-fho por cont of thooo oocnarlUoo 

wro Oll dopoait with tho !roa.,...r of tho IJaitod Statoo to ooCOli'O tho 

clrcul.atloa of aatloaal holllto aDd thorefore aot in tho boa4o of tho io-

nouar pllblio, 
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At tile -h•t U..., ¢\e ol..,. tile\ l\ tlftlt 'M ..... ~ 

to lA"7 d4Ul.-l tueo - tllat U wo1&14 alae 'M -••"7 te 'Mrrw 

R l>otAJIUal -h. It vao .. ol4a4 lila\ wo wo1&lt ...... n to \&>< 

the A..rlou pooplo to ts.- IIIPJ'OUu\e}T \ldr\7 per o .. \ of tile 

•• -1141\uJ'eo ...a \bat wo wnl4 borrw the bo'""""• IIllo pellq 

•• ouriK nt ratller otfeGUft}T. ~ 'Mrrw lila blip -• ro¢J'K 

U •• obrtfta, la rt.., ot tile tact tllet tile A..riou p!lllllo wao ..,._ 

faalliar vUh Ooftrueat oocvlU .. , \bat tile 1'roo0'11J'7 wo1&14 haft to 

ooa411.ot lllt•olft _..,..tar tha oalt of theM oocvlu .. te th& 

lanotlac p!lllllo. !loa !roo.O'IIJ'7 roall ... \Ia\ lt vo1&14 1>o uooo~ to 

call •" tha A..riou poople te lawot thalr aocaala\K eartaco la 

...,..., oo borrweol to 1>o ~4 OYor a nllo-at per1o4. 

la rtft of \loa fact tllat th& ..., 4l4 aot pooMu l arcw ozceu 

roMrno Grlac \ldo peri .... U vae l-taUft that tho !ro&ftJ'7 f~ 

cial \J"UaaoU ... 'M ooa4aato4 vUb a croet 4eal of caro •• ao aot to 

Upha tha ••7 Mrloo\ -1&17· la or .. r to Mot \Ida olhaUoa U 

oo4o prortaloa fer aaoqtt.ac • hrliiC 1oaa oenlfloate~ JI&7M&l of 

nboorip\1 ... te U'MJ'\7 -., aa4 for -'lac MtariiiC tu cenltl­

oaM-.'S.a ~·• of tu- taaa. 1a "e•'"ac \he •tt.er la \kit fulllo• 

aaol vl\b the halp ef \be h6oral leoorn ., ..... U..ro ... nr)' llUlo 

tffoot oa the .... , MJ"t.t. 

!J !bplelyA oa pace I, 
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I\ •• 4ur1JIC Udo per1o4 that tha ,.,..Rr7 &lao a4apto4 tha 

• •- of pen!Ul.Jic -. \o ~ t or ~tor1p\1oao \o OoYo.-t o0C11ri­

Uu &lloUo4 to U... M4 for M7 ~ooripUoao alloUo4 \o \bea t o r 

""""""' of \hair cuot ... ro, by oro41Uoc tho &OOO'OD\ of tho OoYorDMa\ 

wUh \ho ~oor1b1DC 'bo.alt for \he \o\al uowo\ of ~toripUoao .eo &lloUo4. 

fbt ..out of thete cr.d.ita waa thea callt4 fro. t1• to tt. aa ••4e4 

to Mot tho f roaour;r o:xpea41\uro oUt&&Uollo , Ia Udo ...,.r \ho caoh 

flowiDC 1D\o \he fro&RrT froa tha - •rbt wao Jut about offoo\ by 

tho caoh oattlow to tho-., tJuovc1> OoYOra..at •-41tveo, 

tho forocolac -ato oro ""' 1Dtoa4o4 to u.s>l7 \hot \he ~.....,. 

ho4 ao thcal probloao or \oolt ao .ctloa oa tho f1llllllo1&1 M4 ocoaollic 

troat prior to our oat ry 1D\o tho Y&r 1a April, 1917. tho outbroalt of \ho 

:furopeM War 1D July, 1914, p roooato4 11&117 cran probloat. Iateraauoaal 

cro41tt aa4 oxohoocet woro coaplotel;r 41oorcM11t4, oooaa \raaiJ>Ort&Uoa 

vat tor a UM partially porol;roo4, M4 tho oat1ro buoiao n M4 oooaollic 

ttructuro of tho couatry wao ~ .. to ito fo.,...,.Uoao, !be llocrotar;r of 

tho fraoRrT otah4 1D hie &DJID&l ropori co .. rtoc \ho thcal year 1911! 

that thro..P \he p._t M4 otfocUYO acUoa of U. froaour;r Dopanaat, 

top \her w1 \h \he cor41al M4 iatollt&aat cooperaUoa of U. 'bo.altl-c M4 

'but1Mtt 1at.enttt of the co'Ult!'J', U.. 4&1t.C'tr of a pu.lc vat ann.a .• 

S... of \he aoUou which tho fraoO'Cll'7 took bo-•• Jul;r, 1914 

April, 1917, woro •• followu 

n.o !l'roaour;r a4Y1oo4 tho bMII:o of t ho oowotr;r that it ,.. ltoap1ac 

1a olooo \O'IIOh with tho dtuaUo• M4 •• propero4 t o ciYt all lacitiMta 

holp wllero 1\ boo- app&J'Oa\ that aodo-• •• aoot.t1 that tho U4r14p-

• 
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Trool.aa4 Ao\ wao oUU 1a foroo: &D4 \ha\ \llo 'frooiV7 wao 11o141ac 

$500,000,000 of o•rpDOJ nrro""7 llhioll \ha boato oo'Gl4 co' apoa -uoau-. 

'l'ho !1r0a.v7 collo4 ooato1r011041o of \ho boatoro IUI4 o\hora 1a\oroo\o4 • 
vhioh rooul\o4 ia \ha oo\oblloliMa\ of a $150, 000,000 oo\\oa loaa taa4 \ o 

\alto caro of t ho -r\oUoa of oo\\oa, aa4 a $100,000,000 col4 tlla4 vllioll 

woo uoo4 \o otabiliao to1r0lp oxollaapo. Both of \llooo tllado .. ,.. oub­

ocri b44 \o b7 \llo llaal<o of \ha coua\17. 

Duiac \llio porio4 \hare wao oo\ablioi>H a Vu lliol< Ianraaco - .. 

\hro,.P vllioll tho Oonr&Mu\ wro\o war ri o!< ia......,oo oa our ollippiac. 

'fho Paa-.U.rioaa l11la&01al C011foroaco wao hol4 4uri'AC \hio porio4, 

vlllch, aooor41ac \o U.. Socrotarr of \ha ! roo01ll'7, ba4 raoulh of a for­

reachiac an4 'bt.atflo-1.&1 cb&r.cter. 

S.coiph IUI4 li!p!114ituroo 

TM tollowi'AC co-a\ oa nooiph olld o:q>oa41\ueo of U.. Oonft­

oon\ bofo1r0 IUI4 attor w oa\oro4 U.. war will c1n OOM 14oo of U.. fhcol 

probloao oolltrollU'AC U.. 'froo.v7 I.J> ollifUoc U.. fhcol uchill01'7 of 

oa ........... , fr .. a ~ \0 a wor-\iM boolo. 

Prior to .,... a \ 1'7 i.o\o U.. war U.. o:q>oll41 "'"o of U.. Oonm-

Mil\ ba4 -· I"'IIUliac a\ \ho ra\o of obOQ\ oUV to oicl>tT 111Uioo 

4ollara a ••Ua, aa4 Uae recelpta a-4 'bHa ruaalDC, oa the aftftCII, 

at obft\ \be - lO't'Olo !be fioooJ. .,..... oa4o4 Jwro )0, 1917 • 41lriac 

tho loot \hlr'Oo aoa\ho of IIIlich w .. ,.. I.J> \llo wr. 111..,.4 \0\ol or4iu 1'7 

u poaU\ueo, u ol1141q loaao to t oNica con..-ah, of $1,()95,000,000 

llColDo\ total or41D&1'7 rooolph of $1,128,000,000, or a nrplu of obn\ 

$)),000,000. Bow ... r, loaao \0 folr'Oip CO"-'" _...p\o4 $1115, 000,000, 

.. 

Regraded Unclassified



- 5 -

wlllall, whoa a44e4 to ot.ber _...u,....o, ,,......,., a •floH fer t.be\ 

TO&r of $552,000,000, C..old.erillc t.ho lao\ \hno Mat.ho of \blo fl.-1 

rear a1ou , clulac wlllall ,. ,.,.. luolTod. ill t.ho wr, \o\&1 or41a&z7 

nocoiph ac«J"Op\od. $582,000,000, an4 o1'4laaJ7 u;pood.Uv.roo, u:o1ul.,. 

of 1ouo \0 foJ"Olp &OTo.,..ah, &UJ'Op\od. olll.T $JIIll,ooo,ooo. !he 

uo1111\ of 1e&llo \0 foJ'Olp &Ofti'DMllh lll4roaoo4 o,.,.ul\llfto for t.hlo 

period. \o $1,229,000,000, which l ot\ a UfloH of $9f7 ,000,000, 

l or t.be tollowi~ ti~ 70U, bocUAiiiC Jlll.T 1, 1917, our u­

poad.Uvo o bocloa \0 u pao4 rap14l.r bocauo of al.11\aJ7 aoU rt Uo o, 

raociac f ,... $2lo,ooo,ooo 1a Jlll.T \0 $1,27),000,000 1a t.ho touowt,.. 

J\\De. or:.e ,.._.. la~r. or \0'-1. or41uq e.q>eD41\uet tor Ul1e 71a.r, 

oxc1uo1TO of 1oaoo to foJ'OlCll COToroaoo\o, of *7,959 ,000, 000. If wo 

&44 1oaoo "' foJ"Olp &OTOII'lliOOllh, wblob llgf'Oph4 $4, 7JS,ooo,ooo 

<h>rliiC \ blo porlo4, our \ o\al ..... a4UllJ'OI WIJ'O $12,697,000,000 IIC&i•o\ 

noolph of $J,665,ooo, ooo, or a 4ofleU of *9,0)2,000,000. Dvl"C 

t.hlo porlot cur ....,.,.,.. J"Ooelph blcroaoo4 o1owl 7 '0&\11 1a J.pr11, 1918, 

t.ho7 lla4 oal7 reaallod. $209,000,000; 1a JilT, $595,000,0001 n\ 1a J-, 

wllu t bo 4rp 1aoo .. taz -•h woro rooel.,.4, t.be7 blc.._ood. \0 

$1,932,000,000 t or \ba' -\h aloM . Olltortautol7, t.be cpartorl7 

lncoao \ax ,.,_h ,.,.. • ' ~\o4 aa\U •- U • la\or, 

b 'ba t oU.wiiiC flooal ,.ar (1919) our or4la&J7 upoa4l\llfto 

COllUllll&d. \O la-IO IOil\ll lllo-bor, 1911, aa4 JUUI'To 1919, whoa 

\bq roaall.t t.belr peak of $1,672 , 000, 000 tor eaall of t.hooo ... u... 

2S6 
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Ia Jobroar,r, 1919, tbor bo4 .. oroaoo4 to $1,~,000,000, a14 for 

,_ of \bat ~r tbor ba4 couoa 4oft to t755,ooo,ooo. Dvl.ac \bio 

period vo ol<plaa.d 011 or41ll&rr acoout tbo i-aoo .. of $15,036,000,000, 

.. cluoin of 100111 \0 foroip _...,.'" " • vbillb a.cuocato4 $),479,000,000. 

WiDC tbh l&Uor u o=t \0 low.l or41Jl&r.r Ol<pln4Huroo, tba ! roaaar,r 

outco 4urlnc tbl. o til cal r•r 11 bcru.M4 to $18.515,000,000. 0v ro­

c:411p to 4uriJIC tbl.o porlo4 varo $5,152,000,000, l•nnc a .. tleH of 

$1J,J6J,OOO, ooo. tu ro .. tpto -4 ,,_ $150, 000,ooo to tl!OO,ooo,ooo 

a ... t.b oxcept a .JI&lr, 1918. vbon t.bq -t•4 to t6\2,ooo, ooo, a 

March, 1919, to $1,298,000,000, ad 1Jl .J-, 1919, to $1,181,000,000. 

7bo ! local Tl&r 1920 oboul4 probablJ bo CODoi .. ro4 ODe Of l1qu1-

4aUOD of war obUpUou, 4uriJIC vbioh our tax atruturo pro4uco4 lh 

l&rc-ot roturaa, 'l'bo or41ll&r.r n:poD41turoo for t.blo porlo4 uouto4 to 

$5,982 , 000,000, &14 attor a441J>s 1oaoo to toroiD' son .... oto, to 

$6,11oJ, 000,000, tho or41ll&rr rocoipto oo11octo4 f or t.bh roar ....... -

to $6,695,000, 000. loniJ>s a ourp1"" of $291,000,000, Vbillb woo P"-'lT 

appll o4 to tbo ro4»cUoll of t.bo pu!IUo .. bt • 

... 1ov1nc t.bo porlo4 .&prl l 6, 1917 to .Juo 30, 1919, vbtu _, 

111 coo o14oro4 ao tbo war porlo4 fro~~ t.bo fhcal polo\ ot nov, "' f1A4 

tbat tbo I7DJ. to4 Stotoo !roaourr u poo4a4 4»rloc tbooo tvo•t7'"00YIII ..,at.bo. 

loolu41nc 100110 to t oroip son.ro.ollh , t.bo ... , ... ot $)2,1+111,000,000. 

fo t1111nco tbl.o bQp outl&T, u collooto4 fro• tba .Yorloao pooplo tbo 

oua of $9,399,000,000 111 taxoo aD4 borrovo4 tro• t.boo tbo bal&aol. At 
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tho oD4 of \lt.io period. w -a crooo paUl o d.olt\ of 1;!5,1182,000,000 

oo-ro4 wlU. . 1,212,000,000- ,. u\oro4 \llo war, !be paorol 

tl>.a4 balaaao o\oo4 oa Jaao JO, 1919, at •1,2'.)2,000,000 ao 0 _.ro4 \o 

aboUt $100,000,000 ia April, 1917, 

'l'bo f ollowiJic \a'bla ollcnro U.o cbaraotor of U.O publle d.obt 0 ,. 

iWIO }0, 19191 

(la 111111o.ao of d.ol laro) 

P..--r d.o'b\ •· ...... • • • • • • ... •. • •. . ..••• •. • $ IIJ 

Li'bor17 BoD4o ••••••••••.••..•• $ 16,3~ 

flotorr lo\oo • • • • •• • .......... },1168 

OorUflea\oo of 1D4o'b\o4aooo .. J, 62',) 

Var larlJICo Cortltleatoo .... .. __ _,?~5:.;11_ 24,351 

OtUr deb~ • . . • • . . . . • . . . . . . . • • . • • • • . • • • • • • • 2~S 

to~l cro•• '-bt •.••..•.•.•.•.. • 25,~12 

!ho followiiiC tal>lo .-. tu \o\ol rooolp h aa4 -'ltvoo 

for oach . ,.\ll of U.O porlo4 jpr11 1, 1917 \o hM JO, 1919 ( - A\J­

MTU .. a\llo) , ao4 u.o -oo of os;paKJ.n.roo o•or rooolp h ( d.oflcH) 

Wblch u.o 'froaiU7 wao ro'l"iro4 to n ...... thr011c1> tu oolo of po)lle 

4obt o'b1lcatloao& 

298 
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Periocl 
-tllll' 
Datioit 

a90 196 
$26 338 

582 344 885 1,229 647 

14 21.0 4.sa 66a ~ 
7' 280 478 7$t 610 76 )Sl )96 71{1 671 
91 464 481 9" 851,. 

139 Sl4 472 916 81{1 
l.o, 614 492 1,1D6 1,oal 

3,665 7,9S9 4,7)8 12,697 9,032 

642 1,26S 344 1,6o9 9fl1 
152 1,526 779 1,805 1,6n 
152 1,27, 282 1,517 1~ 
152 1,176 489 1,665 1,S13 
3U 1,6S6 779 1,9" 1,~ 
204 1,6'72 389 2,061 1,817 

196 1,6'72 a90 
16) 1,045 w 

1,298 1,.,. 322 
422 1,019 410 
779 917 

,,152 1.5,036 3,479 a,~ 13,363 

9,399 2),)39 9,10a 32,441 2),0U 

! -~~·· 
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l'ubllo Doll\ Op!!'!U!!! 

b. flaaaolq Wo Imp nUq ~ l)opuaoat 4oelU. to hno 

1D tM tlrot plaoo obon-Mn oorUfloo"•· 0.. \7J11 of oorUflootoo 

vao 4odpato4 •tax oortlfloatoo• whloh woro hno4 la aaUolpaUoa of 

to.x rooolph. Aao~r \7J11 no .S.d-to4 'loaa oorUfloatoo, • aa4 

woro hno4 1a aaUelpaUoa of LlllortJ I.oaa rooolph, !llooo - t7J'Oo 

of cerUflootoo ooaoUtato4 tu balk of tu obort-ton f1-q. 'lbero 

woro, -r. a Wr4 aa4 fe1U'tll t7P0 of oortlfloato wllloh obo1al4 111 

aoaUoao4 at Wo polat. !lie tlllr4 t7J11 no .S.o1-to4 •War la't'11«0 

CorUfloatoo , • wbloh woro 1o01114 to oaoovaco tllrlt\ aa4 ooo- -

tM paoplAI of tbo oaut1')', aa4 oo _, lftl'7 ..... -. aa4 ohll4, bowowr 

oaall tllolr ..... COW.4 llo liT .. aa opportuU~ \o aooht ~ Oonraaoat 

lo tllo f11W14111C of ~ ... r . !111 fovtll \7JII •• .S.dpato4 °11poo1al 

CorUfloatoo, • wbloh woro 1o.,..4 v.oullT to oow r O'Yor4rafh 1a -

! roaii1J'Ir1 o aooouh wltll ~ Jo.S.rol. BltoorTo llulto. 'll>ooo oorUfloatoo 

o111T raa for a tow ~ at tllo ... , aa4 wore hno4 f or tu pupooo of 

l nolloc .,., a MJMT _, d-U••· Ao ~7 roproooato4 for- ••t 

part traaoMUoao wtuoll W ao aot offoot oa f'-liC oporaU!!!., ao 

fv~r •-•' aoaooralac "'-• 1o 4ooM4 aooooaa1')'. 

Ilv1ac ~ lao\ tllroo ... ~ at tllo fhoal 71&1' 1917 lou oor­

Ufloatoo wro 1o01114 1a till _, of ta61,000,000 la aaUolpaUoa of 

rooolph froa '"- Jirot L111ort7 t.oaa. Ia tbo fhoal TO&r 1911 $6,9Es,ooo,ooo 

ln 1oaa aonlfloa\oo wore 1o ... 4 1a aaUolpatloa of tu hooa4 aa4 !blr4 

Llllon, t.oaao, aa4 $1,625,000,000 1a to.x oon1t1ootoo 1a aaUo1paUoa of 
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tu ro .. iph. In a441Uoa $353,000,000 of War llartJlco ouUfioa~o were 

aold. 

lor tho fiscal 7oar 1919, vboa we ho4 a 4ofieit of o••r thirhoa 

bUUont of dollere, it wae necteaary to 1eeue lou oert1t·1cate1 1za 

tho oe«ro~to of $10,082,000,000 in aaticipotioa of roceipt1 fro. tho 

fourth u4 lifth Loaao, oDd $2,510,000,000 h. tax certlficatea. re.r 

Sa• ir9 aocuritioo alao balpod to n,.,.co tho upon<li turu dv.ri.J>c tbio 

1••• to tho o&toat of $7JS,OOO,OOO. 

lor tho twon~o&YOA aonth period tho 'l'rtaoU%'7 h o""d 

$},1}5,000,000 1" tax C4rt1f1c:atu, $17,018,000,000 11> lO&J> cort1f1catoo, 

ond $1,091,000,000 11> fN&aur)' oarl.J>ca cerUficatu. 

?!he lou certlfleetea wen u.wall.7 1tt\1td weelr:l7 a.o.d wonld. ran 

fro• tbirt, to one h1111dftd and tvent)" 4A¥t, their u.turl tlet •rranged 

to tall within the period of the lnatalt.ent p&1Stnta on the tubeequent 

L1 berty Loan, aDd their redemption• -.At fro• the proceed a of that lop. 

The t&% eertlfleatea wen leeu.ed period1call7 and would nm froa three 

to u•tn eon the, thei r ae.turl t7 •rranct:4 ao • • t o tall o.a. lnetal.Ue.nt 

tOJt -at dotoo. 

!i!>e follow~ tabla obowo for ooch 110nth fro~~ March }1, 1917 

to JUliO }0, 1919, tbo " ol...,. of pubUc 4obt oporot1ooa b7 ch&rlcter of 

obUgtiona, tho crou public dobt, u4 t.,_ coural !w>d balance, Ill 

order that tbo olio of tho t1uncinc probl .. con bt &oro cloarlT rto­

ualiud, tho aoathlT 4ofio1t 11 ropoatod in tbio ot&t-nt. 

301 
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Jlcm~ Tax r- LtbcV - a.-.1 
De!1oU C\t• C\t• r-. hDcl 

196 
3211 

647 868 1,.466 

5'18 62 2,768 491 
68) sso .394 ),694 50S 
tiTl. S2S 5) 4,2'10 471 
854 1,a39 268 ,,775 1,031 
847 692 6 2,546 7,198 1,1)7 

1,001 647 14 7,)57 ~ 

9,032 1,625 6,068 7,574 )S) 

9ll1 - 1,409 SSl 210 13,421 l,SCI'I 
1,65) 66 61.0 ns w 14,612 1,01) 
1,<105 92 1,198 22 92 1S,as 950 
1,ru WI ),504 89 u,m 1,846 
1,624 744 2 1,904 64 19,438 1,415 
1,857 so 1,10 6SO 76 21,076 1,080 

)92 

"' 60 

13,363 2,510 lD,082 U,)~ 
.,. 

2),042 .),]35 17,111.8 »-"' 1,091 

! lilrp1u 
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!rn ee-a'w 
Ia p...,..UC U.. _,17 for U.. _,. f1-Ul \aok of pron4-

1AC hl>.4o w1 U. *loll \a ••t U.. oooh of U.. war, \be looro\&17 of 

u.o ,,........,. .., -ac U.. flrot to lllprooo •• U.O pooplo u.. ~"'­

oat aocoool t.T of --u.c 1a tho ooa-Uoa of 11'\lolot of clo\ll1ac, 

foo4 aa4 f'Del, u4 on17 o\llor u- *loll WO'Ol4 ooaeU\o\a a 4ra1a-

' u.o a•allaUo -ll•• of •wrs..J.o aa4 ro-..eoe of u.o ooaa\17. • 

o\a\14 a t Ula oatoot thot Ula ,_rloaa pooplo Uo4 aot -.. raffloio•UT 

anuo4 to U.. -•ti\7 of • .._ aa4 of •nac 1a U..t I'Mll7 ooi'Sou 

i.ttor w - hoa 1a U.. .,... for • por1o4 of .U ••tho, be ~ 

0Qbae11o4 Ula U.Ortuoo of •nac aa4 M14 \loot be ooult oboorn roll• 

Unl7 &all 4oas..lo of plMIIU'Io, oollfono u4 ooaftalo-• oa U.. part 

ot \be •••race outna, U..t w nro 4nwtac IIPO• oar paoral otero ot 

wppl1ot ie tho _,17 with ~ot \be - frootoo 10 boforo YO lllWrM 

Ulo ar, u4 Ula\ tho c .... t n ..... o1al oporal1•• of \be GeToraooll\ ORlt 

.. , M earrteA teiWU"i nooeeata.llT 'Dl.e•• U. peeple uoatalu4 1a .WJ7 

ponlblo W7 \a •n \be1r- aa4 loa& U to \be GeTo.-t. If, l7 

•nac ..,..,, Uoq pn "P - ot U.olr -'lou plMouoo , Ula7 u t od 

\be -4 •• u.. co•ral 119Pl7 of f-. olo~ ..... o\llor •torlolo 

of \be cout17 u4 U.oro}T rol-4 _, - """ tor - aoo of oar 

araS.••· 
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aql"'-- r.J.lllato- a\ all U•o ot \M !reaav7 19q111-h. 

of_, cnU -., upeo\e& la "-1U7 oerUtloa\e hneo, u4- tM7 

co'lll4 loolt for a Pf'P""• lou, • alto vro\e oirc'lllar lo\\ero \o \M 

l~ro of Ulo oo•l17, "•*he lbta for collh11MU"' lo u.o _.n 

of lbo Ono .... al la - perU.,.. U•o aa4 \elU ac Ulo• of \bo1r 

rlph \o pvclaaoo ax oen1f1oaloo aa4 Iva -- 1a \o \be !l'reanr7 

1a ~al of lao- laao. Be aloa loop\ \M ~ au lleau Coal.I\N 

of Ulo llwM of lqroaoa\eli?oo l'llllT 1afoNo4 ao \o -~ u.o !l'rea011J7 

uo4o4 1a Ulo YO¥ of- laao or- l>orrowtac l ochl aUoa. 

Yar Sarl"P OorUfloa\ea 

!1M llocro 1&17 roal1N4 \bot lo ~ron "PP" Ulo Aaor1caa poop1o 

tho louon 1a ooo- aad a&-.1"1, 1t voul4 roqoiro vUooproad pai>UcHJ 

aad coaolaal olfo rl, 'nUl lb.lo 1a vlaY, whoa lbo llocoa4 Yar Lou Act 

woo Ullor coat14oraUoa 1a lbo .-r of 1917 bo rooo-a4o4 lo Coacrou 

lb&\ Ulo '1'ro&OV7 be au\llorbo4· \o raiao f2,000, 000,000 'b7 tho aalo of 

war oarlap oo01&1'1Uoo, v1Ul otupo \o o-.141- WUal poJMa h , oo 

304 

lbol Ulo Aaorloaa -lo wovJ.4 llaYO Ulo oppo..-!IJ, ao voll •• Ulo 41ron 

OYOO ao -IT-tift -~~. \o tho1r owa OOYonoooal . !1M lloooe4 I4ber17 

Boa4 Acl .. u.ortoo& lbo llooro\arJ lo .. u -·· oon1t1ca\eo 1a .. accro­
plo __ , of •z.ooo,ocio.ooo ouhlaadlac al aaJ ou u... I.awr '~>7 lbo 

. J.ol of llop-ber 2if, 1911 Ullo accrocalo ....... , ... 1 .. roaao& lo 

.4.000,000,000, 
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!be S.ore\&17 -.Mal .. 4 tllat tllla 1'"-•-t ,... act o,_\&4 for 

tho rida •• tbe7 ooDl4 boq Ll.'bar\7 loD4a, wt .... laha4AI4 prlaar117 for 

poopla ot -.11 ...... !be .-11aat 11111\ ot 1'&1,.. IID4or thh plaa waa 

305 

tho thrift atqp, vhloh coat tnn\1-flYo ouh, !beao atqpa wro aff1za4 

to lhrltt oar4a vhloh, vllaa f1l1a4 vltll al:i<haa atqpa, ooul4 'ba ax....._4 

t o r ao 1atareat- 'baar1ac war aaTiaca atqp 'QPOD -•t of tb.e fw ....,h 

41!tonaoo 1a ft1u, •r a&Tinp atqpa cou.l4 abo 'ba :pDl'Chaao4 cnltrlpt. 

!ecilllliac 1a Ja-.,., 1911 (with a4ftlloo aalu ponaHta4 1a Do-ber, 1917) 

vhu U.. plaa atarta4, tho coot vu $1l.l2. !beroaftor tho prleo 1aoro.oo4 

oaa cut aach 110atb t.brDacll tho TUJ', !!Ua !1rot oorlu coftro4 tho 

ca1.,.4ar 71U 1911 &Jl4 all ata.po ool4 4urlac U.. 700r atva4 oa Ja-rr 1, 

192) , at vb1oll tlJM U..1r ftl,.. vaa $5. fUll U.. tlrat war aanap atqp 

bo"Cht , tho pvob.aaor obta1ao4 a war aanaca car Utlcah cam coatUJllac 

apace a tor twoat7 atqpa. !beao a tapa coul4 be rota-4 before •tan t7 

v1tb a rota.ra ot about J1' oa tb.e I.AYoa-t, •• co11J*ro4 with a 71ol4 of 

1;1' c011)>011D4H q'G&rtorl7 1t b.ol4 to •tar1t7. 

!boa uout ot &Jl7 0110 aorloo which. ooDl4 be b.ol4 1>7 &Jl7 ..,. porooa 

voa 11a1ta4 to u aarocata ot ""' to axcoo4 $1 ,000 Mtari\7 nJ.ao . ...,.. 

Titllote.D41ac t bh 11a1tat1oa, tb.e 110atlll7 aaloa 1acroooo4 froa •1~, 000,000 

1a Dacuber , 1917, to t9Q,OOO ,OOO 1a ~-. 1911, a4 _...alT ~4 to 

$210,000,000 1& Jal7 ot tllat 700r. rna tllat polat •• tho7 cna4Dall7 

4acl1aa4 llll\11 tho7 I'O&Cbo4 $52,000,000 1a Ja~. 1919, after tM war. 

lll>.rlac tho por1o4 f!'CII Daooabor, 1917 to Juo JO, 1919, tb.o 'lro&OV7 ro-
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cel.-4 troa U.. .ala of wu •'t'iae• ooruneawo a \Mal -of 

$1,()91,000,000. U h 1atoroouac \o ao\1 lllat 4vi111 \kio por1o4 ~ 

$11oo,OOO,OOO of U..oo . .. uuoatoo n ro ro4oo•4, t~.ooo.ooo ot whid>. 

voro ro4oo- at\or the ol.p1Ac of tbo .U.hUoo, 

no tollowlac \eble -· b7 ... tho, troa Doo•bor, 1917 '" 

Jvu 30, 1919, oaob rocolph t roa U.. oale of wu oarl"Co oorUtloa\eo 

u4 caob ro4111PUoao of ncb corUtlea\ou 

!J"e&!1U7 liar kYi¥• C.rUUoat n 

" l!!t· 1919 

J'iooal , ... 1911 r 1 ooa1 , .. r 1919 

Moatb Caob Caob C.ob Caob 
Jocoipto I Jo4oapUoao I Joooiph Jo4aapUoao 

Jul7 210 2 

~' 113 2 
Sopto•b., 92 3 
Oo\11111' :z 3 
.. ..-bor 3 
Doc•bor lll 76. 8 
~~ ~ 52 111 

u 20 , . .......,. 
10 22 II& ... ~ 

1 
April 1 1 21 

11&7 57 1 21 ,... 90 l 5 17 

!'o\11 tor 7oar1 }53 .. n• 1)6 

!o\el tor por1ocl. Dooaabor, 1917, 
1,091 14o 

to JUDO, 1919• 

30S 
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ti'Mr!f LMa 0.. ..... 

Jalne•!t•ac ~ ;olp for u.. ..... et u.. tiro\ u-.n, 
bu b, U WI uoiW .. - U.. lppM]. Uno\q to tllo peeplo, u4 

eYOJ7 effort wao _.. to cln - aa, naa, u4 oll.l.14 ..,. oqu.l 

oppor\Uiv to ouooriM. !loe freuv7 ,..., - J>oural JloMroe 

Jut, oo tloool _.. of tllo a...-•. oo u.. -•ral ...,oq 1o 

ooch ot tllo -1 ... -i.l .... roe Uotrlch tor l"eoolYlJOC •l>ocrlptloao, 

t or \M1ac .. ,... of U.. tot&Uo of U.. oU•- • t of nlloorlpU-., u.. 
bndllac of -•to after allo-t, &at tllo dooll'NJ7 ot u.. l>aato . 

LlMr\T Looa oo..su ..... ,... orpa1104 Ia .., • ..,. ol\T, ..,.. or oU..r •-

IIUII.l v Ia - J'oural .... ...,. Uotrlot uur u.. paoral Uroo\ .. ,. of 

U.. , .... ....,., .,, ill tlllo -r twln p at o,....u.uo .. .,.,... crM\&4 

tor turtllorlac tllo Ml• ot Lll>.,\J' lloado la -l"eoetoll\&4 uoa\o, 

Buken, lNeiaeaa .. , 'boa4 hou•a, uw.papen aA4 periocUoala, pre11 

a u oclaUoao , nrlO'Ile potrloUo orpoioaUoao , - pol"eUYe aa4 t ra\oraol 

oooleUoo, oa4 otllor orpaioaUoao ~o .. t U.. l .,..U. aa4 'b....ttll of 

U.. laa4 - paoNUl)' of tlloir oomooo t o U.. creot -•· -
oolUoro aa4 oailoro - torwrt ritll tlloir .UOCrl)'Uoao, -Uac .. 

aol"e per ooplta tllaa u. .. t..,. ci'II.UaM. 

Ja aa effort .. .....,_ ••- ia\ol"eot ao peooi'blo aa4 .. lMn 

110 ..... •w.nM .. plooo tllo ut .. r tall)' MfOl"e tile people, till 

SI Cl"e'-J7 of , .. froaoilrJ', 4uiJOC .... _.._ - _,_. opooobeo 

t'bl'ft&llnt ... ·-·'7· 

307 
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s- -·· ·-JOlT -- .. ..nu.. - - .. ,...fUo - .... 

pnfih -·· Oal7 a-..u - .. n. .. of u.. n ... , l4'borl7 JaaU -

ooanl'lo4 iaW n'boa.,..a\ la-o 'booaa11 of \M 'l'al ... a\laeM4 w u..a 

aa a J'Onl\ of U.. ..... ..._., faaftl'oo. 

!U lloMM l4'borl7 L.a -• foiWJ.lT oftont w u.. PI)Uo oa 

Oow'bOJ' 1, 1917 ia tlie _, at $J ,OOO,OOO,OOO, .._, iooi'O \lao loOJ'O\ol7 

,. .. ..,.., - l'l.tll\ w allo\ aMiUoaal -. .. to .-u of - _, 

of eaT .... ..-.u..n,u ... oa. ........ ,..,.. taw • ->'15, 1917, "" 

latoroat a\ \M ato of Ill', - "" to • .,.... •-.. 15, 191!2 -

COIIU 'bo "''' 1 • 1a ,..1, or ia pan oa eaT iawnot ,..,_, taw ea 

. .. at\01' ... • .. 15, 1927. 

11M_, of n'HI'lpUoao nM1'N4 fll' \llio eltoJ'lac wao 

$4,617,5J2,JOO, a ,.,..,__.ooripUoa of aloft' 5111' of U. _, ettoi'04. 

tile Soon\al7 \Mir: .,..,..'- ot \lie ..... ..,..uaa ia lob attoriac oll'll'llal' 

to aooop' !50 pel' 10a\ Of \M O'NI'-oUOOJiiUoa , aa4 tlooftton olla\W 

$J,IOI,ooo,ooo. u -o "''-"' •• -nat.wl.J ,,a.oo,ooo .u..n,_ 
Ueao wn eawi'04 tn tlllo L.a. 

~"' """' Ia' 
Ooacnoo, '1r t.M An at .tpri1 II, 1,U, - ao U. - 14MJ'l7 

1oM .&4\, '"4- leeoMJ4'bon;r loMM\- ftl ... \u _, ot 

........ ---ri- .... la.-4 f.-.-.,., .,,!500,000,000 .. $12,000,000,000 

_. laoi'IUI4 U.. aw at iawno\ t..- Ill' w 11-1/ 111'. 1IPoa U.. " 

3!0 
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4&Uoa ot \he ,....,.17 \he ""'""nioa pnYil.,. ter IIUMq-Mat h-• 
'boarlac ratoo of iatond &bon ~ wao o11a1aata4., 

Ia \he apno.c ot 1918, W.a tho , ... ....,. ba4 -.r ooao14araUoa 

tho M\hr ot ottonac aao\har popular 1oe.a, tho 'l'lluUoa ot the rato 

of 11\eroot 011 the .. ., boll4o bo- ct101\e """"· VUlt the \oll4o of 

prortouo 1- Mlllac 'Mlw par &114 1114lutl'ial u4 other oOGIU'iUoo 

Ti•Ulac • rata .ell 1a .,..,..o-at the 1atoroo\ rah aa o.,.. ..... .,, boll4a , 

u .... \he -ral -ac opiaio• \hat the rat• oa the !IUI'Il Li'borv 

looA obolll4 bo 'Q.-1/ zf., &114 tw bol1on4 \hat 1\ .,..14 'M poullllo to 

ooll a 1arp _,., ot b-o at a l..,.r .... • !'bo , ... .....,. o\oo4 flra 

1D Uo bolla! \bet the .... Of h.\oroo\ UMlt wolll4 DO\ •la\alll Ioi'bo!'V 

lloa4o at par 111 the !1-W •rko\u that the pr1oo of L1bort7 lloll4o 

•••" tho"Ch 'l"'lo4 a\ l ou tbaA par oa the oxo~Laacoo, wo1ll4 ""' 4oter 

tho AMrloao people troa l>Q71llf: at par the - boa4o non otforo4 '1>7 

\hat tho patnoua ot the ..._noaa paopll .,.. ""' _ ...... 4 1>7 1.auroo\ 

......... 4ohro1ae4 1>7 fiQO-UOJll 1a - arklt prloo of o. ......... , 

Mcro.r1Uea oa u.. excb•apa. It waa UoicSM , thlnten, ~\ tM n.W 

of lahroot which the ...., boll4 oholll4 'bMr abolll4 be 14-lflff. u4 ""' 

the __ , at tho oftonac .,.. $J,OOO,OOO, OOO aa4 1\ •• .. =­
to \he pu'bll.o 011 .April 6, 1918, tho tint au1YinAr7 at ..._noa' • 4oo1Ara­

Uoa ot _r, !'bo boll4o wn 4ato4 llaT 9, 1918, 'bore iatoroot at \lie rate 
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of 1+-lfitf. per aaa•, &114 •ture4 !l.ptuber 15, 1921. !'bez wore &loo 

~\ to tluo - "'""' •• "'' 'boD4o h••4 '11114ar \be lloooD4 

Liber\7 JoD4 Aot. !be rtcM w.o reoono4 to allot &441Uoll&l 'boll4o "P 

to \bo full uowot of a:q oftr-n.boar1pUo10• 

'l'luo _...., of n.boaripUou reao1n4 no tl1,176,516, 150, III'Prozi­

•to17 39ll O'for-o'O.boortpU oa . .tJ.l. n.bocripUoao YIN &l1oUo4 ia tul1. 

U wao ooU•to4 \lui\ \luon won 11,}01,}25 n.boaripUoao to tbh 1-. 

rourth L1benz Lou 

~\lui Coacrou wu aolta4 f or a411U-.1 &lltllori\7, oo oa 

Julz 9, 1911, \lui l ourth Liber\7 JoD4 Act be- a law which -•do4 

.. 
oaU aD to iuu bOD4o f ... $12,000,000,000 to $20,000,000,000 witbo'll\ 

aaz aballp 1a tluo rah of iatoreo\ or a\luor boD4•ill'll1DC pronliollo. 

!'be lo'tlrt.h L1be~ Lo•, 1D \lui •out of $6,000,000,000, wo 

offoro4 to "'" p'O.bUa oD llopt011hr 21, 1911, ¥111> \lui rip\ rooono4 to 

allot a441Uoul 'boD4o "P to \lui tul1 ...... t of aaz onr-o'O.bocripUoa. 

!'be 'boDU won 4&\14 October 211, 1911, •t1lrM October 15, 19}1, wit.h 

\lui rtpt to oall .- 'boD4o f or ""-Uoa oa u4 after Octo'lor 15, 1933· 

!bez 'bore iatoroo\ a\ \lui rate of '4-lfl¥1. per - aa4 coa\a1M4 Ollbt\aa­

Uallz \lui - ,......., ... tloa prow1t1oao u \be boau of \be llocoD4 &114 

!l'biM X...., 

'l'luo _, of o'O.boaripUoao reao1wo4 .,., $6,99}, 000,000, all of 

which wro allo\\14 1a tull. It •• ooU•to4 ""'' 22, 777,68o n.boorip-

• 
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111\h or notorz Ll'buy Lee• 

larl¥ 1.a U.. ~od&r :I'O&r of 1919 H ~ ole&r tba\ AMU..r 

lou \o hll4 \Ito tloaUoc 4o'bt , 'tdUoh ba4 rop1cUT aoo...Uatocl., ao a 

reouU of ..,..,ill« ._c1.1turoo I.R U.. ••tho ._cl.1a\ol¥ f ollowtoc 

u .. olpills of U.. .t.zmou .. , wo..lcl. 'bo DOceooarr, ftlo • ttor •o -h 

ou.ittocl. to U.. Coocrou t.Dcl. oa Marah J , 1919, u.. Vie\o17 L1'bon7 

Leu Act wo oaaehcl., 'Oh1oh ... o4ocl. \ho Socoll4 Ll.'bort7 .8oa4 Act, f!U o 

• ., Act authorloocl. U.. h....,.,. of 110\oo of \ho 11al.to4 Stotoo la aa 

OCQep\o MOWlt of aot O'l'or $7,000,000,000, oa l>ldl \orao aacl. ooD41Uoao 

ucl at web ratea of iatenet &I t.he S.cr.t&r7 llir;ht praeori'be, with 

broM. nerlble auU:.Or1'7 ooac.enU., ea.,uozae t~ tazaUea . 7enal 

oftortoc of u.. h- •o -u 'GII4or cl.ato of .&pnl 21, 1919, I.R tho 

fora of - urloo of J..ll ,.... ooanrt1'blo col4 ootoo, U.. ~J/'4f> oorloo 

bolD& OloiiJ>t froa taao """"Pt ov.riaao t.Dcl. ootato aa4 1Ahorltaaoo taao , 

aacl. tho J-Jr-f. oorloo 'bolac oaopt fro• all taao """"~>' ootato aa4 ia­

herttaaoe taxae. fbi ao\ee of ~ two Mr1ta wen 1a\.tr-co•••rUble at 

tho opUoa of the holcl.oro, 

fho aoho wro 4oto4 llq 20, 1919, •turocl. oa Ma7 20, 19~. wl~ 

\ho opUoo of Uto Qat\o4 Statu to ro4ooa Uto• oa luo 15 or -'bor 15, 

1922, I.R 'lllolo or I.R part , ftlo _....., of \ho loaD. w.o $11,5()0,000,000, 

for 'tdUoh wohoorlpUoao uouht to $5,25(1,000,000, aa onr-.UoorlpUoa 

ot _ , 1~. "'" _, ot allo-ta wo ooat1M4 ta - onciaal 

ottortac ot approl<latol¥ til, 5()0, 000,000. 
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!Ioera h oe\ n\ 'llelow a \allb obowS.J1c U.o oo\1. .. \&4 -ller of -

1or lp\l.oaa M oaah of U.. fln I.lller\7 t.&ao, U.. _, of U.o offorloc 

1o oeeh •••· U.. aaou\ of !nl'boorlptioaa, aa4 U.o -""' allot\&4, Ia 

U>o foo\ao\o a\ tile 'llettoa of \hie \a'blo iafol'MUoa 1o ob...,. ao \0 U.. 

torao of .,..,..., aooorto4 U.. n.boorl'boro \0 each l oaa, 

Llllor\7 I Dote 'loU-\&4 
looao of _ ...... ot -· t IUoorlpUou 

Jin\ 6-15-17 ll, OOO,OOO 

S.oo:a4 11-15-17 9,000,000 

l'hl r4 5+11 18,)08,)25 

fouftll 11-15-11 22,777,680 

flf tb• 5-20-19 11,103,895 

• llo\!!l '"'"l 

' J.acnaa\ I 

_, 
of of I 

_, 
: OtforliiC I hllocrlpUoaa : .Ulo\\o4 
: I 

(la a1111oaa of 4ollaro) 
2,000 ),0)5 

),000 11,616 

) ,000 11,176 

6,000 6,99) 

~~.~ 2·~ 
18,500 211,072 

hvU. L1lleN looao 
1QJ with IUocJ'lpUoa 
~ ........ 21, 1911 
201' oa Doo. 19, 1911 
~ oa lao. 16, 1919 
~ oa lao. JO, 1919 

Jif\b Ll\oN lieu loJ wiU. h'bocJ'lpUoa 
1~ oa ~ 15, 1919 
~ 00 Ma• 12, 1919 
~ ... Sop\. 9. 1919 
201' •• o..t. 1. 1919 
~ oa •••• 11, 1919 

1,989 

) ,1101 

4,176 

6,965 

11,1195 

2l,llJ3 
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Other .. laW lotUDUoo 

Pluiac , ... porto4 of \lie .... \bon ..... a _", of aeunu .. 
wbloh W \0" ooorUoa\04 wlU. \lie !roan171o \all< of pnD4lac f'u4o 

to ._n ov 01'11101 1a \lie tiolol: !'hooo aoUDUoo wUl " 41-114 

below • 

.l.r!l Py!o•h la ......... 

'11M faa' U.O' w W \raaoporW a 1arp ..., \0 llvopo - 1\ 

OOCOIIOI'7 \a proT14o \be ••h1•17 wl\b whiall \o- larp -h 

a'broa4. J.\ flro\ U.. 41oloarolac otflooro of U.. ..., 4l'lw \bolr 4ollar 

chocto ACI"i••' ol'l41 h oo\a'bl1allo4 for \Ilea w1 U. \lie !I'Ooftl'lr of \be 

l1n1\o4 Ua\oo aa4 aol4 nail alloob ' " aoquiro forolp OIU'I'IUloo for 

-nh abna4 . lot \lie -'bor aa4 aaou\ of -•h lacroaoo4 1a 

hropo 1\ "- olrrina \lie' 1\ WOQ14" v.aooUofao\017 for ai'IV' 41o­

'bllro11c oftlooro \a o1a's.- \o ...- U..lr allool<o 1a 4ollaro "- at 

\lie offoo\ oa ou~ ra\oo aa4 'booou• of \lie 4oapr \lie\ nail oiiHb 

woul4 'bo lao' 1a '.....-looloa \a \lie lJ'al\14 ' a\awo. 'liMa, \ao, wlU. 

- off1 .. ro OOI'1')'1.ac 'ltlt.l.aacoo wlU. forolp ._ol\artoo, 1\ ftt'llrl4 

11.1 \ o JaNp l&rpr _.. le'···•• *- WO"QU M ... ,IU7 ...._r a •re 

•••'ral1114 on\Oa. 

U\Or a lo.,_ ooaoi .. raU• of \lie pro'bl•, a plao wa "'' 

law ottoo\ Wbon'T u.. 'l'roaftftr at u.. 111a1\14 1\a\oo .....U .....,. 

ba"-• la f......,o uo4 ourlbc wlU. \be 7roub froanl7 aa4--

315 

Regraded Unclassified



31S 

-25 -

of Jaclaa4, z..,.oUn}T. .t.o \ho 'O'Uto4 Satu aoo4o4 fn.aco or otorl1ac 

it wolll.4 p1U'Cb&oe thooo CNrreac1oo u4or aa Ol'J'OJICoMat a4o w1 th \ho 

rupoot1n Oon,...ato at acr-84 ratoo, aa4 \ho 4ol~ 1a p&J~~oat or 

~00 purobaHo would be placo4 to tho Cft41\ of tho H 0oft ...... ah la 

liow Tort , to be UH4 b7 U.. to •ot their •-lt.Moto lo tho 11alto4 

Stain. 117 thuo aida& 4ollan aftU&blo to \hooo coutrlu lo U.. 

tla1to4 Satu, U re4uco4 \ho1r caoh rot'al,..ah oa tho tla1h 4 S\atoo 

\'ruourr. Ia other wor4o, U re4uco4 tho ........ , of .,..., tbal tho 

!rooourr w00>14 othorwho heft ba4 to l oao to thooo o .......... h to ... , 

~lr war oooal-to 1a tho 'O'Uto4 S\atoo . 

!'llo OUJ'reDCl oo oo acq;alre4 wore oarr1o4 b tho accout of \ho 

Troaouror of \ho UA1 to4 S\atu at tho ratoo at wblch tho7 wore purchuo4 

aa4 wore traaoforro4 t o aa4 acoo...,to4 tor b7 tho J'l-lal lleq'D1oit1oo 

otticor a t thoH - ratoo. 

11a4or thio plaa a J'laaac1al lleq'al olUoa Otrloor ,.o appolato4 

lD both Puio aa4 Loa4oa, DieM ottl .. ro nool Yd oro4lh la tholr 

accoaato Ylth tho boa.,....r 1a W.ablactoa ..,.. tho -roftl of 4ollar 

nq;alol t1oao b7 tho War ~at la W.ohlacloa. 2M J'lMMlal lleq;aloi­

Uoa ottloor lfO'Al4 U.W 4ollar ohoolr:o oa b1o eoonat aa4 wol>14 reoo1n 

f,... tho J'roacb Troo01U7 or tho But of IIJIClaM 1o p&J~~~at for nell 

4o1lar aboolr:o aa -~ or traaco or otorl1ac at tho ooabl1oho4 rato 

vhlch bo wol>14 \baa pleoo to b1o oro41\ la looal 4tPOo1tar1oo 1...-l.lJ 

bruoboo or .t...rloaa ......... vhl.. ha4 - · 4oolCD&t•4 b7 tho , ..... ....., to 

act ao O...o-t t.pool\arloo) th ........ vhl.OII tho --too4&7 ospoa4itaroo 

.... baa4lo4. 
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1M w.n- 41oftftla& eftlooro of tbo .,.., -. .. Wo plaa, 

414 ao\ ala\ala la4hlt.l Oft41\ ,.,._• la '"olc-\o4 ..... ol\ol'loo 

ln ll'oaoo u4 Gnat Bl'l \ala M tlle7 lla4 prior lo tile aAopUoa of tile 

plao, "' U..7 ......, tllelr oMol<t -.tae\ tile loalaaooe ala\alao4 to u.. 

oreAl\ of tile :rt.aolal ,.._.olUoa Ottloor la - - aa4 11f \o -

Ualh of tile •-l'loa\laao prol'lo'IIOlJ' cifta - 4lenre1oc oftloor 

bJ- J'lataolal ~olUoa Otfioor • 

.l o1ldlal' _, wu- wUio tile h'ro,_..\ of llrl•oorla4 

wero \Ilea -.41 a'OallallloJ- 41thl'olllc oftlooro \o ..,. .. -•'" for 

._uoo, olo., aoqw.lro4 la lri\aorlu4 • 

.la ........,...., .. o aloo -.41 wl\lo a ci'Oil!P of •noaa llaal<o 

wberobJ pooo\ao wn ~I'M 117 \loo froaOili'Or of tile Val\04 1\a\Oo aa4 

aa4o a'Oallallla \a Uoh.l'wlac oftlooro \0 _, ,.,...,o la lpala • 

..u•--- Da- 1'&11 ........... ...Uro4 _, Uo .......... 

olfieoro tor- 1a ...... aa4 llllaa4, n-Uft}T, _.. .. .........,._ .. 

wrb4 "' -- \U fnMv7 aa4 \be -ral Booorw - of - Tom. 

n.,oeltan•• ..... a1 .. unc-w 1a w•. lMl.l'. eea·t= , -' 

\be .lrpali.M lor - of 41ololnlae ottloon • 

., J't··•• o.m•»• 
llVlac Wo pol'lo4 - -· - fool' _, - h'ro-t•o 

lloi'I'OWloco .._, all•~ 00 lull a p._nlla of \U ..-..11a111a hMI at 
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\ho oout17 ao to 1 .. ,.. \be •Uoa'o ooo•Ual lllolutnu ri\bov.t \llo 

uoooooo17 flaoaoial reoovooo to adJ,.t \holr proot'IIOUoa to tba lao..aoo4 

Ull&ll4o of \ho ...-. 1a ol'4or \bet tbore ai&M bt aa orpaiaUoa to 

o~q~plt \hooo u-Ual ore4U l'loovooo to wu la4aotr1oo of tho ooa\17, 

\ho Coacrou • •Uoor1ao4 tile OI'MUoa of tile IIU J'l- Corporau ... 

!hio OorponUoa •• c nato4 to onoa4 f'-lal aoalo-. to tile wu 

la4attr1oo 1a41rectl¥ tllrncl> -· of \ho -t17 all4 1a •-Uoaal 

e&H t 4ll'lctlt to tho waz b4aotnoo UlaMboo. lt ~t tllat tile 

'baalo:t 414 ... , &'nlil tllaoMl ... t to &IJ:I V'&\ uha\ Of tile I'IOOVOOt of 

\hi t CorporaUoa, lrAt 1 h ,...,. uiotoa co ao dA>ubt pi'0\'1414 a t \oa4Tillc 

ao>4 banatlolal off oc \ - til& tlaaaolal coa41 U oa of tile ooaat17. B 

vat thoro 1t tlle7 ..... , u. la oatot wore tile war laduttnoo wn 

aoablt to obtala tile aecoo0117 hll4o tllro...,. or411117 baMioc cbauolt, 

\ lit Cor»oraUoa atfo1'4o4 tile ucotOOI7 n llof Clno\17 \o nala la4aa\nu. 

CpHal hiMt C I \\u 

1t •• ~ J.aponaat that eftl7 offon bo - to coaoorno -

copl\al of - _,.,. •• w ll at tile •tonal a&t J.Uor nppl7. B •• 

uooaUa l _, oo• orpaisaUoa bo oroaw4 llbiob YO'Gl4 nTiw ,.,..,. 

propoaal roqv.1r1ac tile ,..01 of cepHal oo Uoat u .....U ao\ l.atorfon ri\1> 

\ho roqlll-a\t of \be eo...-•'· 
'O'poa n_,.,.Uoa of - &oont.I'J of \ho frttt1ll7, Ooocntt 

&u\bor1 oo4 tile oroaUoa of - Oqltal hiMt Oo-.J.t\oo ri\b uplt pown 

Of l.aYOI\"-Uoa at \0 propooo4 aow ltOill'l\7 lttWit all4 yl\b pewr \o 

• 
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pnlllMt tile oale et- -•s..a aallltjlt-.. .... ._ .. .._ 

~uno ¥1\ll tloa ,..w. la*oreata, Bolo oa.u .... tan., tile 

par1o4 of He Gio._o, pao•4 190• IIPPUoaUoaa -r111C ,..,..., 

.. ovl\7 h-• --·lAc ....... t2,)5(),000,000 • ..._,., -\7 ,. .. 

coat of \loa -•o la•o1ft4, or ~.000,000, •• u-.,re'004, !loe• 

la"bot for tile ••• ,.n - -aoloao 'lllloll w.U •• ~~a ... •a\l'l'loo.\ot 

to \loa w1aaliiC of \loa w.r. 

Jonlp b t r 

la a.p.-.r aa4 Ooto-..z, 1'17 u4 J_..,, 1911, tile Proo1.._\ 

h-4 SunU'OO Oriero vb!el> •• forila ralu u4 nplaUoao -l'lliac 

Ulo o>q~ol'\aUoa of oola, INlUoa aa4 ........_. u4 •-O&OURo la tonica 

o•obaace ,.ao...U,, aa4 todcaatoA \loa htoral leooi"'O looM •• ao\ •• 

u.o a,.aoT of \loa lleon\a'7 of \lao !rl'aa0V7 la pal'fo.....,. of \loa tauoo 

lapooo4 ..,... 1\ • oael> orton, Pvo.,.\ to tlllo aaUior1\7 \loa h4oral 

leooi"'O Joal'4 oo\o,Uoho4 a Dl..Uloa of hnica llzei>Rce ¥1\la .......... ... 

la \loa r ... ral ......... - la - Tom to ••\ala -low ..,. ... -

ool'aliiC oparaUoao 1a tonica u=bnp u4 to abho la \loa \.....-lool• 

ot taato to foi'Oica ooaa\l'loo. 
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If t.he 111>Ue4 Stawo obolll4 buo• 1a1'0ln4 1a \be pro11at ooa­

fllc\ la hrope, \be oriUia Uoa ot t.hoo , ... 1'4l17 11 ...., llllCh beUor 

oqaipped \o bu4le l.arp ti.Macolal opera\loao t.1wo H -• 1a 1917. I\ 

beo de .. aotra\14 t.hh durlJIIC \be peo\ HTaral ,_aro . If wo oho"l4 be-

for «a14aa .. 1a aAT prob~ t.hat vov.l4 ooatroat u. "'- 7o41ral 

U aov hal •xo••• reaern1 ot •n thaD $5,500,000,000, wta.nae l.a 1917 

it bad ae1t.hor t.hoo ezper11aoo aor t.ho ""'""· !b. .borlo&a poople ban 

cortatal7 beoo• t.horo~ tea1Uar w1t.h Ocrrei'OIIIa\ oocv1Uu u4 nile 

t.ho !roai'OJ'7 vnl4 110 dnl>\ ban t o appeal to \belr pat rloU•, 1 do aot 

bolino t.hon 11 aa:r quuUoa 1Nt vbat tbaT would nedllT b>Q' Goni'IIMat 

ooour1Uoo. ""-•Uoaa'lllT tban would ban t o be a oaleo oupalp of 

aoao ltla4, 1Nt ov.r wer ezperlo- 1a LibertT LoaD C-l.cl>• aa4 01LI' .... 

rocoa\ n:porlo- 1a oelllJIIC 11111\od Sto\eo Sa~lliiCI lloado would be.lp 

aotoridlT 1a tbio roopeot. 

Yo could olq)lot ov alll\01'7 expoadlturoo \o 1aoneoo rapldlT, 

220 

aad e \ tlrot, becoauo \be .,.r otlomluo ohould •hrlallT bo .... • -lo:r­

aoat, 1t would - t.hat \ban oho'clld be a .UotaaUal oftoet to tbaoo 

laoroaood expeadl tueo liT ro4DcoUoao 111 t.hooe aodo for tba Work Projeeto 

A4alnhtraUoa, tba C1<r1ll.aa Ooaoor<raUoa Oorpo , aa4 tba -'crl""ltval 

.lo4Ju•-•t procna. u4 atwr \bio ....,....., .,..r «u to tba taot UqaldaUoa 

of onotlJIIC ooatrao\1, a .Uo-Ual rodDOUoa 1a PUUc Worko A4alalo\ra-

\1oa expoa41turoo. 
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It .,. o11n14 M M .to-\o .. to p\ lato ~. ,...., u.. 

Prad4oa\ allnl4 JINM'IIlT - aa •-U&\e ~ \e \M -la w 

ecoDdlaa la anq "¥ poaolbla aa4 \0 .. .,. U..lr _, \o laa4 to 

lobe Go.,._, to oar., oa U.. fl.,.\ , !loa ~r- af ao-rtae 

oiiD"Al4 " ..... d .. t ......... ., 0-olaa. !loa Go ... _, .... >114 ll.D­

wioa aco""""aa la ,.,,., lu•oaall allll oan anq poulbla 4ollar for 

111.11\117 ac \1'1'1\lao . 

I ban a\'-P\e4 loolw \e ollaw 1a a -ral _, 1&d aooaoaioa 

lllpt ba affoo\14 onr a 1owo-7Mr porlot la U..11 11-.o af Oo'fo-a\ 

110t 41Nct1T co.,.otat '1'1\lo U.. Jll<l Nn\ioa of \bo ...... aa4 alao \o -

wll&t "' llipt _, llr w.r of lao,.. .. , la up-Uvao f or MUOMl 

tafoa11 . 1\ rill u.l<o •- tiM otter w.r 11 taolant to off aot lobeoa 

ro4l>oU.ono 1n -ntltnno booauoa of tlla lie lootYioa u.. U• u.. 

obllpUoao ua lacVNt aa4 U.. tl• - obllpUou an :~~raoaawt 

to tlla ,,.._., f o r -t. J'or tlla ....,. .. of \lila -"""- I 

ban tali:aa U.. ooUM\11 of oxpoa41 tnno for tba fhoal raar 191to ao 

ooatalno4 la U.. laa\ _..., - N'l'iao4 - \e laal_.. U.. larcaot 

laoraaaoo - -,. tbo lao\ ~~~. aa4 II&'" pna ao\la\M Nrid ... 

of auoll o.r;pon41\lu'la, oUU ulal 191to ao a booo , ot tbo -'of oaeb 

ot fov ol-•tlla porlo4o attar oar aat-• late a ar. !loa tl...,..a, 

of oovao, - 111 aotlol., ... t1oaa ....,.,. aott.too. 
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!Ia c Uioaa ot 4oJl•!Jl 
lo\U&\ed. •-41 \aroo oa aa 1.1111.a1 'llaoh 

loU.-\eo a\ , _ oad. ot o1,..110a \llo poriad.o at\or 
tor d.oolaraUoa ot wr 
19ll0 n •• , ' ....... I !bird. :· lov\lo 

1 a,1x aoa\lla t llx aoa"ya dz 110a.\lu: • ix .oaSbt 

• 165 150 1100 750 750 

Jlootoaoo 1,1150 3.000 6,000 1,000 10,000 

1,050 1,100 1,200 1,300 l ,lloo 

Sooui\,, ' '"· 
1,100 1,100 1,200 1,300 1,11oo 

6oo 500 300 200 200 

500 100 

.1.4J .Procr- 1100 500 100 100 100 

R.tht 2,019 1,500 500 

'boaot1 h 539 539 539 539 539 

.ubaor1p\1oaa,e\ o. 300 100 

otbor 155 100 50 50 50 

9.371 9.319 10,6&9 12,239 111,113' 
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I uclero- tbat a o\llq 1a lloloc -u &a to ,..t nnoloa 

ohov.U llo •cle la ov \a: otrwltvo l• oaoo ot var. !be proooat \a: 

otrwi\Uro wwl4 prollalllr 7lol4 larp rotv.rao •cler war o..UUoao. u 

vlll 1la rooallo4 that wo collocte4 la 1931, vl\h praoUe&llT ov preo .. t 

\ex lev ia ottoct, -wroziaotolr $6,)00,000,000 troa all oourooo, whhh 

Ia •ot tar froa th& -.ot va collooto4 Ill 190!0, -. JMr of poa1t 

rocolph . ....tar th& wr-tS... \a: otrv.ctv.ra. H oooao to .. that w a!Pt 

u ;poot acler -..-ts... coll41Uoll0 a croat cleal mre re,...,.,. \haa n han 

nor before colloo\84, lllolv.41Jic ooolal aocv.rU~ u4 o\oto -loJMllt 

\exeo . llr . llaao 1a ald."4 a otl>q to aooor\ola whatller \ha praout tax 

o1 otoa , acler ooo41Uo•o olailar to tile laot .r, voul4 pro4- ao noll 

or ...... ,...,.. thaa •• pro4QCo4 at that tS.... 

: 23 

llv.rioc a wr .,....,. alllo-llo4lo4 -... •ov.l4 o1 \her be -lo~4 

ill lllolll0\!7 or ollllah4 1• tha J..rtq. WUh la4utl7 oa a var-tS... llaola 

~ho .......,lOJIIoat &114 \he ol4- -· wou14 oa\UrollT 1•oraaoo •hrlallT 

••d tile -•to ploc ov.t oa acco'lll>t of U&IOJ)lo-t )oMflto would 

procUO&llT 4loa-r ~ Oll ace011Jlt of old- rotlr••••••••U eot 

a& .. rlalloo to - cra&t o:rt ... t bee&UO of \he OOiltiiiUcl -loJMllt dvillc 

tho war ot t.bo oo ollclblo tor rotireMilt. !Moo \OXOo ohov.l4 llo alar~ 

oovco of ronav.o to tha _.,..,. whloh U ooulcl uo Ia tl....,.cloe a -r. 

Ono lllc 4loa41'&a~ reiUlUoc troa \hh oltv.Uoa vaulcl be that after 

tbo war -.ploJMllt voul.cl ao 4cv.'bt 1aoroaoo raplollT u4 tha pa:r-•h 

froa tbooo tu4o tor .......,loJIIOil\ &114 rouro-t be•ofUo vou14 llo 

IU'botaaUal . n vouJ.4 11o .,..,. • ....,. , th&roforo, tor tha !roai'Q.I7 la tho 
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t.o41ak ,..._ .. pnlo4. wbS.It. h u.l}T a poJ'lo4 of -1'\alaUoo 

la \he_., mrloe\, t. retlaaa .. a larp pan of.., epool.al o.n._., 
obllp\1- lt.elt la tll8oe flu\ ..._.\a h .aka '-'a &ftUa'lllA for 

\llo JIO'l'OM of _u,. .u -'•• llt.1o loa pro'llla ....-al.UC 

OOJ'Ot'Al ohdT. 

lllt.Uo all of \lt.o fl'MOIIJ'T obon-t.n fluaolJOC ml'lac taae 

laot ~ •• oolltu- ... .....,. \lt.o talA of !J'OUU7 oerUfloat.o of 

b ._b\Kuoo wblalt. OOJ'J'lo4 a ...... rat. fllrio4 ~ \lt.o '-1111:7 llatoro 

h..,._, U aow lt.aa U.. hnlt.er tlez1bUUT of oolliliiC fro&OIIJ'T 'lllUo 

at a 4loooa\ oa a '1114 'bo.alo . If aaotller _ .. _ *""14 orloo, \lt.e 

!roaOUT .-14 ooU a larp 'rOl- of !l'Oaftl7 'IIUlo h _, •m·Uat. 

coob ~ato,aa4 - ooal4 J'llr-4 \lt.ooo bUlo at a lat.r ._. law 

boa4o or o\lt.or oonriUoo \lt.ro1ltll popalar loaao, ,.,_, for Ylll* onl4 

'llo - 1a bUlo. troa.11J'7 blUo ooal4 aloa 'llo lo-4 1a mUolpaUaa 

of boom ""' ..... ipto , - .,. .-14 .aka 1t pooal'lllA t or U.. ..,_ .. 

to uo \lt.eoo blllo 1a -·• of lllOit. -o. .t.\ \110 prooaa\ Um \lt.o 

s .. rotarT of \lt.o tnaOUJ lt.eo o•\lt.ori'T • ooll !rooOUJ 'lllUo aa4 

Troa1111:7 oonltloako of lll4o'llk4aooo vUlt. a m\'&rltT of oot mro t1t.ea 

oao ,._.., !l'O&OUJ .. \oo vl\11. m\'&rlUoo troa- k flft TOOJ'O, aa4 

'-RZT 'lloMo wl\lt.oat 11a1t.Uoa ao w mftl'lqo, ot _ .... \lt.o 

llalt.Uaa of t115,000,000, 000 oa \lt.o _, of ooovlUoo n\lt.orlao4 

to 'llo lo- •-' nto-IIC a\ _, - Um -r \lt.o loom& Ll'llonT 

Joa4 An, 00 0 , .. , wa14 lt.aft to 11o aloo4 k _, lllo ..., ooo41Umo. 
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Ia &441\ioa to t iM pre~laa of fl-oioc lnce -..Utareo 

for wr piU'J)Oooo, tile 'l'ro&OIU'J will haft t~~o took of reflla4loc U o 

•turloc oblt.caUou •• wll ao tile •turlac o~UpUoao ot ~ • .._.,, 

corporoUoou and ore41 \ acencloo . !ho tollowloc oto\oaont ohowo tiM 

.......,, ot tho oo obllptiou (oxcluolft ot fro&Oil17 blllo and oallablo 

oecurl Uoo) la lllllioao ot doll oro tor 0&9 q'cl&rtor duri oc tile aoxt 

three O&leD4ar )"'earaa 

19U 
Dire ct ~~r !o\al" Direct Other !o\al 

~9112 
Direct Other !o\al 

1,)711 72 1,1150 6n - 617 1126 )10 n6 

7)11 15\ 1192 5()11 192 696 - - -
- Ill all SJII Iilli 1, 21111 )112 - )112 

m i5 762 201! "01 7()1; ~\2 - 212 

~ '~ ),1118 2,219 1,107 ),)26 1,000 310 1,)10 

Dleburety; 

!bio w01ll4 bo a rola\hol7 o111J)10 Mttor ao w ocul4 wltll 

•11-"\ 804itlcaUo• tollow t blt prccodnro a4optod t urioc \loa laot wor 

Yi\1> reopoo\ t o AaiT ,.,-nto ...S. 1a J'roaca aad Croat Brltala. 

!loo leconot.,..,tioa J'i».JJ>o CorporaUoa io alredT 1a o:dotoaco 

and IMo load Rttlcion\ -rioaeo \o poraH 1t to portora all ot tho 

f'llnctlono porto.-.od ~ tblt Yor J'illlaaOO Corporatioa dnrlnc tiM Lao\ wor. 

1\ probobl7 would bo ot onn area\or bolp u lh au\l>ori V h aall 

225 

~rcador \l>aa \1M Yar J'iaaaco Corporatioa poo0111od, aad Uo uporionco 

dlu'iOC tho poot oona l'l&ro 1Mo oarrio4 U la\0 craator tioldo ot aoUwl\T-
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C!fital ,,.,, 

- .-.u..., -•nUlac 11110 .... w h-• ...-, enu 
nrT wU 'H plMM _..r \M ... ,,,.hl• et \M leeuUlu u& b hap 

c:-1 .. 1 .. •• \M\ U -14 •' 'H ... , .. '<7 \1 e~M\1 • .., npalaUea 

tor \blo JOUJ•••• 
Jonlp "!:'?'''• t 

- !1'IUU7 ao alneq ci"a ·-.. nne • ._., \o We 

•\wr u& b , I ,.........._ p_...a \e \aD t..l4la\o 11U.. --r 

\Ill al-U• n(&lno u, 

• 
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Nov. 7,1~9 

Pur ohAee or War Materiale b7 foreign government•; 
KU,Jr d ieoueeed with PDR eetting up or committee 
with ropreaen tat ivee !rom Army, Nav7 and Treae 
to report to FRO throu KoRoynolde 
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HSII 

Secretary of StatE, 

Waahington, 

2295 , Nov Elllbtr 7 , 

FOR TIIEASIJRY , 

PI.\ III 

London 

Dated November 7 , 1939 

Rco'd 12:25 , , m, 

1. A~t frcn th£ addition or th£ NethErlands East 

Indies ' guUdEr to thE list or oft1c1ally fixEd exchangE 

ratce reported 1n my 2253 of NovCIIbEr 2, 6 '9• m., thi:rE 

have been no changEs e1noE Octobtr 30 (act my No. 2212 

of OctobEr 30) in thE officially fiXEd ratEs until today 

whtn thE btlga apprEciatEd slightly to 23 , 90-24. 10, ThE 

changta in othEr ratEs haVE b££t> a alight aJ!prEcint1on 

or th£ tlo.niab kronE to 21 (in th£ middlr) today and or 

th£ I tal ian lira to 77-76, whllt thE Shangbai exchange 

now e tonde a t 5 - 5-3/4. ThE Japan cat )'CD tollorlng 

the dollar ie quotEd toda)' ls,2-l/4d. - le,2-9/32d. 

2 , There ie littlE collllll£nt. on the wEo.keni~ of 

sterling 1n llcw York following the po.aeagt of the Ntu­

trali ty Aot and whErt mEntioned todny'e prcos oomm£nts 

note that the viEW i n London is tl'n t the Sri t1sh oovcrn ­

mrnt will provi dt all nEoEseo.ry dollar exchangE at the 

oft1o1 ally tiX<d rat< , that it would be unwUE to chnngc 
tbE 
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bam -2- No. 2295, Now:mbtr 7 , trom Londoo 

t ilE ra tc ,.,,n htavy purehllaca orr about to be mo.dr tmd 

that tbc Brit i sh TrEaeury hlla doubtlr sa provided itatJ.r 

with ample dollar balances by mEans or (o) the purcboac 

of dollars from British nati onnla, (b) s old rtaoureta in 

th£ United Statts , and (e) Amtr1oon scour1tica which or• 

being attadily sold by BritiSh nationals, tilE dollar pro­

ectda or whl. eh art aurrmdtrtd t o tht British Trtoaury. 

ThE aluap in sterling 1n Ntw York ia thrrctort rtgordtd 

as •a po.sains phllat which dots not arr cot th£ long- ttrm 

vitw or th£ pound abroad" . (DAILY T£LEGRAP I') . Th£ TillES 

t oday don not m£nt1on thE mttcr . 

~ . Tht ChQnctllor or the Exchequer nnnounotd in 

tht Roua t of Commons today tho t h£ hod oomt to thE con­

clusion that it wo uld not b£ 1n the public inttrt at to 

issue the two bolt ycorly ntattmt nta or tht poai t1on or 

the cxohllnsc equalization fund in war-t1mt . 

XENNEDY 

CSB 

G) '! I i ~ -1 II 

• 
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PARAPHR.l.SE or TELECIIWI RECEIVED 

rROH: American Embaaay, Berlin 

DATEI November 7 , 1939, 4 p, m, 

NO, : 1973 

8li:OTION ONE 

FOR TREASURY 

330 

The overaubaoript1on on the first day or the state 

ra1lvays loan or 600,000,000 marks Ulustrates the con­

tinuing liquidity ot the money market ltbich has made it 

possible tor the Reich Treaaur, to borrov ltlthout dlttl­

culty at abort-term, This continuing liquidity 1e alao 

shown in the a.onth-end statements ot the Reiohsbank and 

the Gold Disoount Bank (a eubsid1ary or the Reichsbank) , 

In these statements it vae ahovn that there had been a 

decline trom the high levels recorded at the end ot 

Auguet and 8ept•ber both in the volume or billa die­

counted and in t he Reiohebank note oiroulat1on. On the 

other band, the introduction or substitute currencies, 

that ia renten bank notes, the mark note• 1eaued by the 

Reiche Credit Xaaee ln occupied Poland, and army certitl­

oatea ot indebtedness have considerably lessened the 

strain on the Reiobebank. 

(END or SECTION ONE) 
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• 
PLAIN 

Btrl1n 

Dated Novrmb<r 7, 1939 

Rco •d :5:46 p, m, 

Storttary or State 

Washington 

1973, NovEmbEr 7 (SECTION TWO) 

The Rdohsbank's bill e.nd check portfolio 

stood at 9358 million marks on Octob<r 31, a d•crras• 

or 746 million marks from holdings or such paprr on 

StptEmbtr 30, or 914 million marko from thE August 

31 rigurr of 10272 million, and of 1234 million from 

tht rEcord figurE rEachEd on SEptEmber 7, In contrast 

with thE Rriohabank thE Gold Discount Bank howEvEr 

showed an incrEaSE in its bill portf olio during 

Octobtr , ita bill holdings at the month end bring 

2104 million marks (including 48 million marks of 

regular treasury bills) as compared with 1743 million 

marks on SeptembEr 30. ThE October - end tigur< is 

however still slightlv bElow that or August 31 Wh<n 

the Gold Discount Bank hEld 2131 million marks of bills 

including 99 million marks of r<gular trtasury bills , 

Adding togEther thE ~nrtfolios of thE two institu­
tions 
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- 2- 1973, Novrmbrr 7, (SECTION TWO) from Brrl1n 

institutions thrir joint position as rrgards bill 

holdings on Octobrr 31 was 11462 million marks as 

oomparrd with 11848 million marks on September ZO 

and 12403 million on August 31. 

KIRK 

CSB 
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(PAR'l:W.) 
PAliAPHIIASI OJ' BEO'!'IOII ~ OP '!ELEQIW( NO. 197~ OJ' 
NOVEIIBER 7, 1939, 4 P . M. , J'ROK .&XERIOAN EMBASSY, BERLIN. 

How ·nr, the ao1e explanation ot deol1ne i n the b111 

portfolio of t he Raiohabank doee not lie in the 11qU1dit7 

of the moner market . The GoTernment'a action in more 

and more often r eeort1ng to borrowing r.lreotly through 

ita operat ing oredit with t he Reiohebank instead of bor­

rowing indireotly, aa tpay formerly did, bf dieoount ing 

'l'reaeury billa and note a vi th the inet1 tut1on 1e another 

oo.uee. The GoTernmant 1 e operating oredi t '• l1a1 t waa 

one hundred m1ll1on marks until the reorganization of 

the Reiche bank in June. There ien 1 t any Um1tation on 

th1a lt1n4 of borrowing under the new chart er ot the Re1cha­

banlt; it ie not known how much waa taken --omission-- 1>'/ 

the Reioh and operat ing ored1t during the month ot October. 

It ie no teworthy, howeve r , that the item 1m1aoellaneoua 

naaate• wbioh includes the 'operating oradita• increased 

from 1,604 million marks on September :50 to 1,87,,000,000 

marks on October ~1, indeed during the lut weak ot the 

month "m1aoellaneoua aasete• w ioh had declined during 

the preceding three veeke registered an 1noreaee of 

616, 000,000 11arke. In addi t1on to borroWing tram the 

main central bank the GoverDIIent borrowe direotl7 fro• 

t he aeoond subsidiary of the Reiohabank, the Rentenbank. 

In ~ptember the Reich borrowed ~ million marka trom 

that 1nat1tut1on (vbioh comparee wi t h tile September 

ieeuanoe 
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ia.u&noe or 408 a1111on marke or Rentenbank notee) . 

Reiobbank note circulation declined trom 10,995 

million aarka on 8ept•b•r ~ to 10,819 a11Uon aarke on 

October 31. It oan only be apeoulated aa to how much 

the note ieeue or the Central Bank would han r1aen if 

334 

1t ~·t been tor the oiroulation of subat1tuta currency. 

408 , 000 , 000 aarke in saall notes ot the Rentenbank were 

1asued during the month of September; the October issu­

ance or t h1e Rentenbanl< curren01 haa been eTaluated at 

between 200,000,000 and ~.ooo,ooo marka by a pr1Tate 

estimate. It 1e estimated by the German t1nsno1al preaa 

that the army 1aeued &00,000,000 marks ot notes during 

October; th1a may haTe lessened to a oert&1n extent the 

demand t or Re1chabank notea ot large denomination. Ex­

pend1 turea o.t the army are pald in Poland w1 th mark no t ea 

ot the Reiohakred1 tlcaeae; th1a Re1ohakrad1 tkaaae has re­

placed the tora'r Central Bank ot Poland. 

!he Oo~nt' e intention to hoard silver tor pay­

mente abroad in the future 1a 1nd10ated pooeibly b7 the 

r1u 1n the holding• ot ooin by the Reiohabank or tram 

66 , 000,000 mark• on the th1rty-t1rat ot .t.uguet to 200 ,000,000 

aarke on Sept•ber ~th, 

th1rty-tirat ot October, 

and to ~.ooo,ooo mark• on tbe 

latter 
vh1ob{1a a record figure. 
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I!Sll PLAIN 

8rrlin 

..... ', 

Datrd Novcubrr 7 , 1939 

Rco'd 3:26 p , ~ · 

~tcrctory of Statc, 

Waah1ngtcn , 

1973, Novtnbtr 7 . (SECTION POOR) . 

Anotbcr i tan of inttrest in the atat rnrnt i s tht 

cont i nued increase in tht Re i chsbank'a portfolio or 

"eli g i ble accuritit s" wll1ch rose rroo 1013 million lilllrks 

on August :n to 1324 million r.arka on Se•lte•\brr 30 and 

to 1440 n1 111 on marks on October 31 , prraw.tably as a 

result of open market o;:>trationa , Rciohabank sight 

dt!)Oaita at 1520 l:li llion &1B.l'ks d eclined aonEwhat trOLl 

tht S <p trmbrr 30 figure of 1602 n1111on marks , Tht 

~tichabank holdings of Rentrnbank notes increased slightly 

frotl 158 million c arks to 168 Dillion carks . ThE R£1chs­

bank cle arings . tht J?r1nci pel clearing aysttll or 3 trnany , 

declined rrao a total of 118 billion narka in ~eptrnbrr 

t o 115 point 7 billion in Octobtr , 

ThE Rrichsbank's gP ld reserve en October 31 remained 

uncl».ngcd at 77 1:11111on marks. ThE geld dUcount banks 

gold stock, however , has falltn from 40 point 6 million 

marks on July 3 1 to 29 point million N.rka on October 31 , 

(END MESSAGE) , 

KIRK 

XLP 
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PAP 

Secretary of State 

I nhin~~: ton 

2600, llovember 7, 7 p . m. 

FOR TilE 'I P.EASUP.Y. 

GRAY 

PARIS 

33S 

Dated November 7, 1939 

Reo 1d 10 :50 p.m. 

~o securities carket was a s ain fairly active but was 

sub ject to cons iderable profi t - taking, Most french industrial 

i ssues closed down sli!!htly and rente 1aeues were off 

frnctionnlly , An e xception to the r\lle wero the 1937 4~ s 

with dollar exchange guaranty which wore up 3 points , pre­

sumably in sympa thy with str onger dollar quotation• in How 

York and a feeling that liftinc of the ar~s embargo means 

eventually greater strain on the f r anc . The market was 

favorably i mpressed with the " progress• of Rues1an- P1oni sh 

nes otia t ions and the possible i mpl i ca tions of the visit of 

the Kin( of Belgium to Uolland. Official foreign exchange 

quotati ons in Paris undervent the first chango in alo:os t 

a fortnight whon tho belga weakened one point; it is now 

quoted at 728 - 734 as against 729 - 735, Some anxiety i s 

developing hore as to the effect on Belgian economy (even 

if the country i s not invaded) of the coats of her continued 
r.tobill zat ion 

Regraded Unclassified



PAP -2- 2680, llovember 7 , 7 p.m. from Paris 

mobiliz~tion and tho di slocati ng effects thereof on Be l gi an 

industry. The weekl y statement for November 2 of the Bel­

glen National Bank shows an increase in BOld holdings of 

4, 538
1
000 francs to 18 , 020, 000, 000 francs . Foreign exchange 

holdings are down 114, 000, 000 to 4, 093, 000, 000. Belgian 

comoercial advances are up 16, 500, 000 to 2,776, 500, 000 
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and commercial advances abroad are up 5001 000 to 18, SOO, OOO, OC 

Note circulation shows an increase of 294, 000, 000 to 

27 , 144, 000, 000. 

(END S£CTIOtr ONE) . 

13ULLITT 

CF'I'/ ' JRL 
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PAP 

secretar y of State 

l':ashington 

GRAY 

PARIS 

D~tod November 7, 1939 

Rec •d 10 :40 p, m, 

2680, November 7, 7 p, m, (SECTIOll 'l'i'O) , 

The Treasury account is up 5! mi lli ons to 8 . 8 oi llions . 

Gold coverage is 64 . 34% ,as acainst 64 , 90 the previous week, 

338 

This morning's JOURNAL OFFICIEL carri es a decree author ­

izing payment of speci al deficiency credits amounting to 

about 400, 000, 000 francs covering expendi tures chargeable 

to t he budgetary years 1936, 1937 and 1938, 

Duri ng the per i od October 1 - 15 depos i ts in ordinary 

savings banks totalled 57 mi llions and withdrawals 99 

milli ons (this compares wi th deposita of 92 mi l lions and 

withdrawals of ?35 millions during the last half of Septem­

ber - our telegra"' llo . 2550, October 23, 5 p. m. ) , 

In a bri ef poli t ical speech in tho Sarthe yesterday 

Caillaux made an appeal for carrying on the war on a pay 

as you go basis . He contrasted the greater burden of this 

war wi th the last one and sai d : ">io ropeat and should con­

tinue to r epeat tha t no comparison iS poss ible between 

former wars, a lmost placid, whi ch i n any ovent did not 
profoundly 
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PAP - 2-- 2680, Nover.tbcr 7, 7 p. m. (SECTION 1Y,O) !rom Paris 

profoundly trouble the current lite of tho country and that 

which has been imposed upon us today; nor can ther e be any 

worth whilo comparison from the financial point ot view be­

tween the Vlorld rlar of 1914 and that of 1939. 

BULLITT 

JRL:CFV' 
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PAP 

Secretnry of State 

Voashington 

ORAY 

PARIS 

Dated November 7, 1939 

Reo ' d 9 114 p . m. 

2680, November 7, 7 p .m. (SECTIO:I '!HRZ"') . 

340 

Formerly it was a question of making the war popular and 

agreeable by not raising taxes; we oannot do the aa~e to­

day without a collapse of our finances . The reserves accumu­

lated by a century qf exchanse prosperity which ono only 

appreciates when it i s gone , have in effeot been thrown 

to the winds ." 

(END OF MESSAGE) . 

BULLITT 

NfL :BMB 

an 1 " :) :l 

etef I t 
.. 

If '· " ' ~ ' 
·~ • ... 
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GROOP IIEETllO NoveDber 8 , 1939. 
9a~ a.a. 

proaentl llr. 
llr. 
Yr. 
llr. 
Yr. 
llr. 
llr. 
llr. 
llr. 
llro 
llro 
llr. 
llr , 
Mr. 
llr. 
lire 

ll&nu 
Smith 
Duffield 
Viner 
Thompson 
Stewart 
Bell 
Haas 
Gravee 
Gaston 
Cotton 
Cochran 
llarria 
Poley 
111h1te 
not& 

H. H. Jra 

Ranes : 

1! , 11\ , J r: 

Ranoa: 

H. f.! . ,Jr: 

Ranee: 

H.II , Jr : 

Hanes: 

l! ,!o!, Jrl 

How about youY 

llhat do you meanT 

We meet at 10 : 00 o'clock wi th thia committee, 
don 1 t we , Delano and the roe t or themt 

Yes . 

That ia the t i rat meeting. 

That meeting with Johnson at 11100 o'clock is on 
the old question we were in terea t ed in or the 
depreciation and obsolescence. It ia Juet the 
Internal Revenue Bureau. E41aon and Johnaon and 
Green, or the Stat a Department, apparentl;r. I 
don 1 t lcnow bow be got into it. Apparant17 the 
President told Johnson and E411on to get Green 
and acxne others tl'Oif1 the Bureau to help them 
about tbie depreciation and obaoleeeeneo, ao that 
ia the meeting at 11:00 o ' clock. I don't aee an:r 
reason 11h7 n shouldn't at leaat find out llbat it 
1a all about. 

No, I don 1 t either• That 1a all right, sure. 
Are you going to take Gu:r with you or notf 

No, I don 1 t tll1nk IOo 

Well, that 1a all right. 
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Now, E4 Foley and Bernatein aeem to think that we 
ou.-ht to write a note - wa ought not to aak tor 
a return or the administration or the Credit section 
which you will remember the Presiden t assigned to ' 
ua i n the last Neutrali ty Act under Section 3 , 
Well , Section 7 has no provho and their reeling is 
that 1t beoomes a policing job or a legal job, and 
one which the Treasury ehoulcln ' t bo inter ested in. 
I brought that up yesterday a t a meeting with the 
State Department which we had in Herbert Gaston ' s / 
office and Berle was strongly or the opinion that v 
he wanted the Treasury to stay 1n; he didn ' t ..-ant 
us to get out . I just bring it up here to l et 
ill!. Poley know that the Sta t e Departaent - I agree 
with Ed and Bernstein that it 1a a policing job, 
but the State Department seei:UI to want us to stay 
1n because or the tact that the;r are having so oany 
questions come up every day in regard to this 
Neutral i ty Act which are purely financial , and for 
that reason they wanted us to stay along and help 
them, not change the situation. I don't know •••• 

Well , I am cold on i t, so I don't know. 

Well, before there were several questions thAt had 
to be de termined, what was t he short-time credit , 
what was the normnl oredit. llore there are no quos­
tiona or that character at all . We bad ao~eth1ng 
we coul d contri bute because or our financial exper­
i ence 1n the other situation, but here 1t is simply 
a question or tho interpreta t1on or the law and it 
1a a job or law enforcement tor tho Department or 
Juotice through the United Statoa Attorneys . I 
don't think we have any part 1n 1t at all. -

'rhe State Depar tment takoa this attitude, that 
Whereas i t is a law enrorcaoent job and will fall 
to tho Department ot Juotica , nevertheless the= 
who wants tnronnation ia not going to the Department 
or Juo t1ce tor it, so somebody has got to receive 
thoae roque a ta . 

I think that 1s right . 

Before 

Fi ne . 
other. 

I leave town, suppose we thrash i t out. 

I have no feeling about i t one way or tho 
It wouldn ' t be diffi cult to take and i f 
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the 
aa;r 
lot 

State Department would be h&pp1 to ban ua 
we woul4 help them, I woul4 be willing to 
it go on the war i t ia. 

Let' a l et thinga stay as they are . 

It will be a headache. 

What i1 thil job, anywayf 

Another one. 

We have got one. 

You oould oet down a tew 1L1nute1 to talk w1tb. 
Bllllor I rey a01:1et111le during the dt.J about a tow ot 
t h o things JOU asked 1110 to follow up and also we 
have got another ease I tb.1nlc :rou ollgbt to know 
about, 10 - 1t will t ake about t in llinutea. It 
eould walt until :rou come back. 

llo. It it ia unpleaeant, I w~d rather got it 
behind... • 

I don ' t th1nlc 1 t 1a terribly unploaeant , but it 
might cauae us a little trouble. 

WhJ don' t we aay thia, you are having lunch with 
ae today. o. K. f 

o. x. 
Suppoaing we aee Irey right atter lunch. 

All right . say 2t1Sf We will call h1a men •• 
coae up . 

(To Mrs . Klotz) Tell Irey to be on tap tor 2100 
o'clock. 

How ia tbatf 

Fine. 

One other 1b1ng, Huntington calma baa appointed 
a Tax Coaa.iadoner over in llar,.land that requ1r .. 
an &xaout1ve order, and it 1e a non- paying job. 
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Ed, I tho~t I would have Iou and Ht.nea and these 
three adrlsoey bankers tor unoh toda1 , 'l'b&f are 
all here , aren't theJ! 

TheJ were f&Shrdt.7 and I think tha7 are toda1 , 

And Proston Delano. 

I guess you had a busJ da7 yea tarda7. 

We had a r i ght bu.eJ daJJUterdaJ. 

Good morning, Ambassador, 

Good morning. 

Wher e is your troek coatt 

Still looking tor it. 

m.at will the newspaper men call JOU now! 

I hope to keep i t aw&J trom the newspaper men. 

The Stat e Department is collaborating with him, 
too , I w1ll say that. 

• 

You will be IIJIIU5ed at what the President said to 
mo at luncheon ~aterda7. He a aid , "You know," 
l ooking at me , I IU:I sending Gaston down to Guate­
lllt.la. • '!hat was quite 1ntereat1ng. So fOU are 
hia personal representative and that i s the wa7 
he eonaidera you. I aa aerioua now, He conaidera 
that JoU are repreaenti.Dg h1m and ha takea 1t verr 
aer1oualJ• 

He doea! 

Yea. 

Would JOU like to talk to ae aoaetl.IDe! 

l1ht. t I am trring to do 1a thia, 
morrow juat tot' one reaeon - and 
lligbt oheek w1 th the White Houaa 
Presi dent over there. Jlt', Ranee 

· over at 11100 o'clock to.orrow. 
a taJing hare for and I J<naw the t 

I sta7ed over to­
fOU (lira . Ooh) 
- to talk to the 
and I are goi.Dg 
'!bat wu worth 
you (Jit', Banaa) 
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would be lota more a1Dd- oaa7. 
Barbo rtf 

~at will be a ll r i ght . 

At a quart or or lh OOT 

'1ba t will bo all right . 

Bow about tonight, 

• 

Who do 70U want to bring With 70UT 

llar1:"7, I th1Jik. 

You think it over and I u available a t a quarter 
ot 9s00. 

Yea . I aa prineipa.J.l7 concemod abou t what we put 
out and what wo suggoat thor<~. 

Betto r aa7 a quarter ot 9 100. You cane and bring 
'lhoovor 70u want . 

All right. 

345 

You apoka to me about th1a latter trom Oerdner 
Jaokaono 'lbat subject of taking oar<~ of the ee&men 
who wore thrown out or •:plo7D1ont was orlg inall7 
taken up with tbo Proddont b7 Robert Quorre and be 
auil!'lod the -ttor to llcRe7Dolda. XoRa7Dolde baa 
had aomo contoronooa on tho thing. Of course , tho7 
are V01:"7 anxious to got to aeo tho Proa1dent, but •••• 

MA7 I interrupt JOUT 

'1ba abort or it 1e, I tb1nlc I can juat tum Gardner 
Ja okaon over to XcRe7DQlde. 

It 7ou do that , tell Kao to tell him that i t he eooa 
b1:a - that kc'a aoolng bim h an anewer to O&rdnor 
J a ok801l • a l etter to - . And Jrac will a eo himt 

I haven't boon tlble to got llao, but I will t alco care 
ot it and aoe that be geta 1n touch with Mao . 

Have 70u tried tho golf oouraet You aaJ J OU haven't 
reaobecl Jraot 
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I -en' t able 
golf couree, 
to . 

to reach hia becauae he was on the 
I was invited to go , but wasn' t able 

All r i ght . What else t 

I have nothi ng e l se , 

J1lll Lendie aaya that he will be available all day •••• 

Ia b e beret 

llo, be 1e back 1n cambridge. Re will be available 
all day except a t • :oo o'clock and at ;rour con .. en­
ience, 1t you would l1ke to call hl.lll, h e will ba 
1n b1s office. He tbougllt it would be better that 
way than for h1m to oall you. 

Let's haYe this meeting at 10100 and then we will 
have the lWlcbeon and I will eee Bl.JDer Irey and 
then maybe I will call him le ter. 

I have thia morni.ng revise4 copies of Knollonberg 'a 
and Greenbaum's 111emoa, Wh1oh I u ha-.ing typsd . 
E4d1e says I may toll you that he will sign h1a as 
eoon aa 1t 1a back in his possese1qn. I have a 
-ran4WII that I would like to sul:JDi t baae4 on 
those two co11111181lta . 

All right , aee Kra. Klotz. 

Will you aend Special Aea1atant u , S, Attorney ~n­
eral ~ Kraus the rollow1ns telegram and e1gn 
11q name to it, baaed on tb1a publici cy, 1! you can 
get it by lira . Uotz: "Atta boy, Sa=r·" He sot 
1n the llew York Evenins Sun as Special Aas1atant 
United States Attomey Gener&l and .proposes granting 
an oxtenaion to all the telephone co~~~pan1ea, et 
oetera, et cetera. It ia o. ! . 

Better not aa y Special Assistant to the General 
Counsel ot the Tre a sury Department , 

Juat tell him, "Att a boy, keep up the. goo4 work. " 
You (llra. Klotr. ) can eend i t. Kra. Klot r. will 
aend i t . I will leav'! i t 1n her han4e, 
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It 1e dono . 

And find out tor me when I aQIIle back whether I 
can uae S&Dny in another spo t . 

You have to get h1m away from Bill Cmnpbell N.rat. 

Inci dentally, it is interesting to know t hat 
about t wo years ago llr. Oliphant wrote me a memo­
ranOum asking 11hether I wouldn 't please oend the 
Ame r ican Telephone and Telegraph preaident a note 
to COllie up here and ask h1m wbs ther he wouldn't 
voluntarily stop the uae or his wires t or th.e dia­
slllldna t1on or ractns tips . 

347 

Well, SUI called up the n i ght before and said the 
public prosecutor for Cook Count:r - tbsy held their 
preaa conter,..ce and announced the:r we re maldng 
delll&lld that they cease g iving t hh service and he 
pointed out quite jubilantl:r t hat t h ie wns one or 
the things you were very int erested in. He told 
that to me on the telephone When he t old me in 
advance what they were doing. He wes very happy. 

I thought it was at that tilllo taking in a little 
too muoh territory tor me . 

'l'bat is right, and it hes worked out very nicel:r 
this way because they got t he local prosecutor 
and the 11 . s . Attorney to do i t . 

Tba t ia the proper we7. You will haVe a chance 
before I go sometia.e. 

senator Kead hall introduced a new b i ll tor credit 
to 8111&11 bus iness and the Bank1n0 Committ ee or t be 
Senate hall allked ua tor a report. 'Dle new bill 111 
exactl7 tbe plan which Governor Eccles outlined to 
70u here 1n 70ur ottice last sprins• Last spring 
wo •de no report on e i ther bill and I suppose we 
ahould do tbe aame on t h ia one. 

Oh that would come unc1er - after Arizona . I think 
t~t would c011101 in after I come back· 

The onl7 other thing I have ie that tha!t.i~?"g 
card to Secretaryt~ l:ei!!~~~=i~~ra~! counterfeit 
a poke to ;rou on .. e .,.. 
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movie. '!hey are reproducing currency in the tiUng 
and the i dea 1o to have a card like that (1nd1eat1ng) 
the. t you would be willing to a1gn. '!bat 1s not the 
way 1t would be written finally llr. Zocrotary but 
aome auo.b thing. ' ' 

I can't paaa on these th1nga on a jump like that . 
You tellowa have got to uoe your horae aenae . 

I th1nlc all ot ua agree that 1t we could work out 
a cceptable phraseology, we eee no reason why your 
llUIO ehouldn1t be at tho bott<lol ot it. 

I th1nl< i t 1a a ailly thing that a fellow aoea thla 
thing w1 th a sign rls'>t at the beginning of this 
p i cture and signed by Henry llorsonthau end all tho 
wa7 throus'> he th1nks , "What a ao-and- eo ha 1a. • 
Let Chief Wilson algn it or the Oonore.l Counsel . 
At the ond I can say I hope the aucUonce have enjoyed 
it as much aa I have, or a0111ething like that . 

That ian 1 t qui to it. You have to give porm1sa1on 
!or thia reproduction and in thia warning notice 
JOU do g ive permission, ao you nro the person who 
permits t hem to aee thia picture. 

No, the war that reads • ••• 

If· the. t 1 • the draft they prepared, that wouldn 
1 
t 

do , because that makes you reopono1ble for ba ll'fhoo. 

The way that reads 1a, "You can co=e on the grass 
but don 1 t lllind if I arrest you. • 

Io the pictare a good one! 

I t -y not even exist. 

llotrc-Gold""Jll- llaJOr, 1on1 t it! 

If it 1e anythi ng like the Cot.a t Goard, JOU better 
not have it in i t. 

Lot tho General eounoel algn it, unloaa Johnn'1 wants 
to . 

You wCIUld rather have the Chi ef sign it! 
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I don't want to sign it, no . 

Tbat is all, 

349 

I llll.ght as well say this to you all , I had n chance 
to talk with the President about those Alsop and 
Kintner article s and how worried I waa about them 
and so forth and eo on, and the very diffi cult 
~uest1ona like the Bremen, et cetera, that they 
wanted to know thAt we couldn't and wouldn ' t answer, 
no matter what they thoui!Jlt about i t. '!hoy a sked 
also about the exchange of lettera on French p l anes , 
et cetere. An,-thing they want to know that you 
don't feel you can answer, juet refer them to ae. 
Would that make lU'e eaa1er tor yout 

Yea. 

All r 1ghtt 

Yea. 

The belga allt!l tho Dutch norin are weaker thia mo rning 
under proe .... 

Should I worry! 

I don • t think so. There ie a concentration of troops 
on tho border. European stock malicete are all pretty 
nervous . 

All right! 

I have one or two thinga la tor in tba dq. 

Well I .. seeing you, anc1 I want llcReynol da and 
Grev~a and Collins 1n at 3:~. llcReynolda , ColliDe, 
Groves and you, 3:30, If you (Stewart) care to 
aee 110 , and Yr. Viner, at 4:00 o ' clock, I would 
be do lisl:l ted. 

I would like very much to . 

Have you got anything, Cottont 

No. 

Jelcet 
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No . 

(!landing report to Secretary) '!'bat 1a all I hnve, 
Wr. Seeretar,.. 
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lie spent tho laat two daye , llr. Secretary, on tho 
provisions tb&t rel&te to CUatoma under t.hla new 
bill ann tho thing 1s in an aw.t\>.1 1110ss and up to 
an early point th1a moming , why, I don 't think 
there ia any solution to be found. At tha present 
r.wmont, wo hav~ got someWhere between 35 &nd 40 
ahipa held up . There doesn't seem &ny way that 
we can clear them unleaa poeaibly they t t.ko their 
entire cargo out and start all over ag ain. 

Who eo respona1bil1 ty 1a tba tt 

It is t he looso way 1n which it was drawn up. 

I me&n, sbouldn 1 t the ll&ri t ime Co""'1oa1on , in tho 
interests o r ahipping, have been sitting there 
every minutet 

I don 't know. Nobody asked any opinion on a lot 
of these things &nd there was no >~ay of ge t t ing 
them in. Tbey were drawn up by people who knew 
nothing abou t eb1pping. I don't think tho J.lari­
t1oe Commiaaion -• consulted. It oouldn ' t 11>-ve 
been, on aoce or theae pbraaea, they are eo bad. 

Tho f i rst respona1bil1ty, of course, 1a the s tate 
Depllrtment' a. Everyth ing we do cleared throu,e;h 
them and we only got in by accident on this ninety­
days clauee and I think that part is all right, 

1an1 t itt 

Well, i t 1a tbe ques t ion or transfe r of ownerabip. 
We have got cargo 1n sh1pa or loaded before tba 

procla:sation we.a signed and cargoes down 1n the 
bottom of tho holds, got 10, 000 tone of cargo on 
it, and i t doeen• t conform to the new law. 

Can tba ~aaury helpt 

I think we could belp by letting them forget soae 

of those thinS• • 
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I don ' t think you can, John. 

Let them make a mi stake and go on out . I think 
it is an outrage to unload those things . 

You can do it , there is no doubt about it bu t 
if you do it it l ooks like it is in direct and 
absolute vi olat i on of the statute. 

Any th.1.ng I could dot 

I dan 't know. We are goi:n<l to h ave another huddle 
on it this mo rn1ng. 

Did I get a memorandum from you on what you did 
tor the Swiss IL1n1aterT 

No , I can't get this fellow on the telephone. Yes­
terday was a holiday 1n New York and I couldn't 
reach h1ln and I haven't been able to reach h im 1n 
here. It 1B 1n the mill and I think 1t will be done 
this moming, because I gave 1nstruotiona five min­
utes after you told me the other day. I will give 
you a Peport later 1n the morning. 

Right . 

Harryt 

The l::xchange has dropped at;a1n, aa you know. We 
have a memorandum that will be ready tomorrow 
morning on the si~fieance or i t and whether any­
thin& should be done about it . 

All r i ght . 

'lhe last report was an outflow or capi tal or f ive 
million dollars. '!he reports that you asked for 
several weeks ago with respect to details ot hold­
ings or central banks, at cetera, have finally 
been c leared through all the appropriate agencies 
and the ronna are bei ng remade and we hope to get 
even this week , or 1n next week's report, the first 
ot the aeries containing the breakdown. '!here ia 
a proposal that has come before a special sub­
committee ot the Commi ttee on Commercial Policy 
that involves a very 1mportant change 1n policy 
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w1 th reepe.ct to the i)Owera or controlll.n8 exports 
and 1mpcrta or merchan41oe, It hae not yet cane 
to the Co!lllll.1ttee on Coaaercial Policy, rut will 
very aoon. The verr • • •• 

I will be b&ck from Arhona by the time they clear 
it, won' t It 

Yee . 

trnlua it i s ruah sturr, I don 't want to talce any­
thing todaJ . trnleaa it 1a atutr that det1n1tely 
needa a yea or no traa .. , that 1a a l l I aa s>lne 
to cSo today. 

It det1n1 tely won't pau before you ge t back , 

They have never yet worked t hat taat. 

And anyway, it will r equire no leg1alat1on, ao you 
can have a chance at .1.t later, 

Ju.et the yea or no atu1't today. 

I am a little bit dubioua about aendi ng that letter 
out. I will talk to you now or ecmet1me later. 

It you are dubious, don ' t send it, that is easy 
enough. 

It ian • t quite aa appropriate aa the o ther. 

Then torgat i t . Incidentally, I un!aratand the 
••tional Resources Board ia t aking up the question 
ot what preparation abould be •de 1n case there 
ia peace 1n the world . 

I don't knOw about it. 

Inquire, wUl youf 

Yea, I will. 
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On th thing we have prepared one of theee little 
bo~k: 0~r anywhe;.., rrom ;50 to 60 page• on each one 
ot the 22 Latin American counk!~i:~t~l~~:;·c~dn't 
the Sta te Department, has aa 
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g e t a copy o f each one for ba ckground materi al , 
He aays they haven ' t got enough men to prepare 
materi ,al on Latin Amer ica like tha t . They have 
about 18 and we have got 2 . 

It i t i s here so that Mr . Hull knows about it 
and I am not he r e , I would forward i t to J.!r . Hull 
e i ther ove r my denature or Mr. Hanes ' s i E;Pature 
and l et Mr. Hu l l know a bou t i t . Wri te a nice l otter 
that we are glad t o coopera t e. Otherwise, l!r . Hull 
will n e ver know that thh was prepared by Harry Whit e 
and hie d1 vision. Tell him we are glad to cooperat e 
and t'\lrn1sh them with t his i ntor. tion or any thin(; 
else . Otherwise , they will never hear about i t . 
Let him know tha t Harry V.bi te ' o divi alon did i t , so 
he won ' t just hea r one aide or the story. 

I wasn 't th inking of that ao much as thnt the re 1s 
1 0 much i nvol v ed in there and i t 1a done rather i n 
a bri er time. It really isn ' t our bus ines s , anyway. 

I have definite reasons for wantin~ to build up a 
f avorable f e el ing on the pa r t of Mr. l!ull and 
l&r . \Vellea t oward your d ivi sion . I would rathe r 
have i t onl y 80 or 90 pe r cen t r i ght than to h ave 
Collado s ay "I ask ed White ' a d ivieion fo :• some­
thi ng and t hey wouldn 1t g ive it to me , " All r ight? 

Right . 

Dan I wou l d like you and Poley hero tomorrow at 
10:00 o' clock on a matter which I ..,. inter ested 
1n The Comptroller General tumed down a request 
to~ an appropria t1on for the Solt- llelp . fie took 
i t u esterday w1 th the President and lira . Roose­
veltp~d the President instructed Mrs . Roosevelt 
to call u Harold SIDith, Di rector of the Budget , 

d tell b that he wants this , and then he went 
i~to a l ons dissertation on gett1nr tho right kind 
ot a lawyer . 

They have one down in t ho Compt roll er ' s offi ce . 

vtell, I though t 11' you co~~~i~g· f~~Y~~~ ~r~h~~lt 
ad vance - I knOW we aro g (handing 
pa r t . I am going t o g ive th!\ t~~~e or both -
paper to Mr. Bell) il I a ~~:;vel t and m.y wife and 
the President a nd rs . ted in thi e thing . 
mys elf are all 1nt eres 

Regraded Unclassified



'loll : 

3ell: 

!!ell : 

Jt. r.: .Jr: 

?ol ey : 

H. II . Jr : 

3811 : 

Poley: 

ll .M. Jr: 

~oley : 

Bell: 

- 14 -

Wra . ~osevelt is interested ln thia Self- Help 
Cooperative down at - some?lhere near that famous 
abo.ndoned mine. 

Down 1n West Virginia. 

There ia a whole town that 11 fellow 11uctloned 
off the w11terworka of tho town. . They took all 
the pi pe away and bore this town i s left and they 
haven't even go t a water supply. 'illat ls thia 
little Sel f - Help Cooperati ve Exohango work that 
1s tho only thing tha t ke'epa them co1ng. I tboulJPt 
we would have a little meeting tomorrow. Would 
you 1nv1 te iiarold Smith here , do you think', or had 
we better get to the legal work f i rstf 

Is it o. question of alloeo.ti.ng riPA l'undaf 

Yea. 

There i s a provision in the Act, isn't thoro? 

Tho.t is the point, somebody in tho Treasury had 
that provision put in nnd now tho Comptroll e r 
Oenoral says it i s 1lleg11l and I ""' no t a" fUlly 
BUl' O but I t houcht th11t between you ( Foley and 
Belli you had that thing put in there . !low he 
hao turned you down. I am not turned down. 

Sound a bad, Dan. 

Didn't you fellows do thet workf 

Yea . 

wo wero ;atcbing 1 t to aee that thero was l&ncuage 
in there which we thou;bt would be adequate to 

rov1de for a transfer of tunda t o Self- Hel p. I 
~ven • t seen t his ruling , and I wao surprised when 
I hea rd a bout i t . 

I thought it waa a direct slap n t you nnd Bell. 

I woul dn ' t be surprised. 

The Now York vaults have abo~~ gg03g<'0000~~~ ~~. gold , which i s within about ~ ' ' ' 

: 54 

Regraded Unclassified



B. K.Jrs 

Belli 

B.li. J r: 

Belli 

B.M.Jrs 

Belli 

H, M,Jr : 

11hite: 

H. M, Jrs 

Bell: 

'l'bomp&Cil l 

H, II , Jra 

- lS -

oapaoit7 and there 1e & billion doll.ara or ear­
•r!ced gold in llew Yoli< whioh, it releued, Will 
talce up one-balt ot this rema1n1:ng o&p&oitT 
•ra. ~·• baa reoaamended an appropriation to 
_,ve ..-, OOO, OOO, OOO ot gold trom !lew Yor!c to 
Port Knox. I tb1Dk llr. Or&vea and I agree With 
tNt. t reooaaend&tion, You won't get the 1110ne7 &ft1lable ~how until Jul7 l and at tbat tt.e 
JOU om determine •••• 

Bow auoh 1a t:bere theret 

Six b1111.Cil three 1n Bew York . 

I would talce at le&at tour ot 1t . 

Well, there waa acae polic7 detena1ned &bout three 
J'8&1"• &80 t:Nt.t we keep approldaatel7 $3,ooo,ooo,ooo. 
6o 11\loh, 

f
n n will put 1n an appropriation to move . ooo,ooo,ooo. 
ok. sari')'! 

'lhe leu publicit7 th&t oan be arranged about th&t , 
the better. 

lira, Roaa will ride 
li&bt, and eo forth, 
t&llbo&rd. 

on the t1rat truclc With & spot­
and Harold Will be on the 

We t~t b7 putting thia eatiate 1n t:be budget 
rat:ber than sen41ng It up u a auppl_,t&l or 
det1o1•nCT, i t would receive l••• public1t7• 

YCN talk to ll&rold &nd explain bow lira. !lou a!iould 
DOt get the publlc1 tT· I would ult• it tour. 

I ban here appo1nt.ent letter• tor llr. !tnollenberg 
aD4 11r, oreenb&-· 'l!le7 don 1 t care tor &n7 ••l&r7 • 
but n bad to g i ve thn a dollar • 7ear to llalce it 
legel tor thD to wor!c on 1n- tax reporte . 

Bow about Dean JA,ndiet 
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Pol a:rt 

H. ll . Jrt 

I told h1ta to ban hia atoret&r)' .. n4 down h1a 
expenaea. Be wouldn't telce per d1•. B1a expenaea 
he w1ll aeD4 to •• to110rrow. 

All right. 

• 

.. 
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Deoelll)er 8 , llll!9 

Ma;r Mre . not& return to .. 

dooumenta ueed 1n the 11ntner-Aleop 

ator1ea eo that I oan haTe them tor a, 

gu1danoe onl:r when I talk to the other 

newapaperaen toda;r. 

I lSD 

• 

• 
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November 8, 1939 

3: 30pm 

Present: 

r.!r . J.loReynol ds 
Capt. Collins 
l!r. Graves 
Mr . Cochran 

IUI,Jl: Let me explain what I have been do1n;; 
during ast oont h or two, without anybody know1nS 
it and keeping it as secret aa poaaible. I will now 
tall you =1 little story. 

In addition to your (Collina ' getting information 
The French and English have been giving it to me directly. 
I don ' t know whether you knew 1t or not. Did ~? 

dent. 
them? 
li(:hts 

Capt. Collins: Not all or it. Some. 

~·Xr: I get t his and walk it over to the Pres i­
i you know what I did on t he searchli ghts tor 

The French could not get any. That 1 a search­
from General Electr1o. 

Captain Collins: And Westinghouse . 

IUI,Jr: No, not Westi nghouse . Sperry. And I 
got them every other one. It waa that kind or thing I 
n.a able to do, with the Prea1dent ' a bacltlng. I have 
carried this t:U.Db up t o now. It ' a getting to be too 
big. I can't do 1t any a~orc . So I recoosmended to the 
President, yesterday, that he aet up an 1nforJM.l Soard 
composed ot the Admiral 1n charo;e ot Suppl i es -- whatever 
you call him. 

Chi e f 

Army. 

Capt . collins: Paymaatar General ot t lce Navy. 

!Ill J r : Paymaster General ot the Navy. And t he 
~ua?termater ot t he Army? 

Capt. Collins: ~uartermaster General ct t he 
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IIII ,Jr: And what's your title? 

Capt. Collins: Director or Prooul'81Uent I Sir . 

H!.l ,Jr: And the Direc tor ot Proourelllent . And have 
you t hree IUoet, i nformally , IUeet wi th one representat ive 
or the French Embass y a nd one r epresentative of the British 
Elllbasay, the Pl•esident feeling i t s hould be an accredited 
representative of the Embassy, a t least once a week or 
oftener, but an accredited represento.tive ot the Govern-
cent . He enid s omebody on t heir regul a.r a taft. And th e 
r eason i8 that this las t fellow t hat t hey sent over, the 
French , -- talking here in the room-- neither t he Presi-
dent nor I like on account of his c onnections. Tr~t• s 
Bloch Lain~. It 1 s too much 0all one firm•. That ' s the 
t l r ;o of Laza.o.rd Frere a. And he 18 personally going to 
see the British and the French Ambassadors, and the pur-
pose of see ing you gent lecen is I am to give h11U this IUeiU­
oranduiU tomorrow a t 11 o'clock outlini ng what we are to do , 
You three people are t o coMmunicate with the President through 
J.:cReynolds. You ar e t o give t his stuff to t.;cReynol da and 
l.:D.c will get i t to the Pr esident. I wanted Mao to act a s 
Secretary, but under t he rules a nd r egulations t hat's a n 
executive positi on and Mac ca n' t do that , bu t he can be an 
avenue of communication. I understand they have r:ore daiUD 
red tape in the White Houee than we have 1n the Treasur y, 
which ia going acme! 

The President said, he divided t hle thing into two 
thlnga. I t t alla into t<:ree categorlea. I want this all 
on a piece of paper. we have arranged tha t the English and 
tue f'rench shall depoa1 t all t he money that t hey are going 
to uae to do their purchasing in an account in the r~eral 
Reserve of !lew York. The British and rrenoh Governll!enta 
:~ve Qbreed that the Treasury wlll have aooeae to those ac­
counts at all times. I s that right ? 

Wr. Cochran: I t i a. 

HU Jr: You (Cochran) have all ot this. , So 
:;uiUber ~Number 2 in the set -up the British .. ave 
nnd have oent ur. -- what' s his nace? 

~. Cochran: Wal t er Whigham. 

HU ,Jr: 'fel l , whatever is t ne fellow ' s name. 

t hat• a 
agr eed 

That 
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::doo~a::i:. ot eeouritiea they are going to uae the v 
Ur. Coohran: Branch bllnka ot O&nada in New York . 

){),[ Jr: 
po81tor~ 

Branch banks or Canada in New York as de-

the 

IIU ,if: You (Cochran) get that fixed up. And Wr. 
'lhighaa be here to consUl. t with t he Treaaury and s. E. c. 
aa to the dieposition or Acerican aeouritiea. 

Hr. Cochran: American dollar eecuritiea owned by 
t he Britiab. "" 

IDl,Jt: That ' s right. I have informally made the 
aame sugg iOn to the Canadians, who have t aken over the 
eeouritiee but are not ready yet. I have alae made the 
same auggeation to the French who have not yet taken over 
the seourltiea. But that 1a the f ormula for t he sale of 
securities. Number 1 : method of depoaiting bhe money, 
and Number 2: eale or eeouri ties, &nd Number ;, is this t hing 
which I am talking about now. A.nd oontaot ia between the 
President and representatives of t he buying machines of 
England and France , and the auggeation which I made and 
which the Preaident liked is that he would, aa I say, eat 
up - - we won ' t oall it a Board, which will Met. It would 
have no J eoretaries or Assistant Seoretariee. There will 
be Juat you three and the general purpoae would be you meet 
and l1atan t o their needa. For ex.a..,le, t he inglleh have 
given me a memorandum. Tbe7 want 1,000 motore and they 
want to know how much. And t h e A.rrl:l baa turned them down. 
Wouldn 't do it. "Will let you know. • Then the question 
oomea up he~ ot priority and thia whole queetion or priority, 
prioee, aY&1llb1lity, JOU three men would lit -- prioee, 
prioritJ and availabili t J, the whole queation. And you 
would keep t hla thing ted t o the Preaident via McReynolds 
and we oan do thia informally and i f the Preeident ia will-
ing, I would like to haYe a oopy. You oan Just aak the 
Preaidant whether I can ban a copy • 

Now, I want to g ive t hat to the President at eleYen 
toaorrow. A.t that time Ranee 111 fixing up a Mmorandua 
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that he wants the President to write to me, which he is 
being to have War and Navy o. K. , ae the reault ot a 

361 

meeting today in Johnson's office where they say we need 
18,000 motors a year and we can only manufacture 12,000 
and the proposal is that Pratt-Whitney and Wright ~otors 
spend ~5,000,000 between them and we will let them write 
tho.t ott in tue lite ot t he contrD.Ot. At the end ot the 
time the plant will belong to t he United States Government. 
That ' a t he proposal and that would give t hem a production 
ot another 6,000 motors. Now, what l!anea wants the Presi­
dent to do ia write a letter to me, with t he approval ot 
the Army and Navy, that we, the Treaaury, should work that 
out tl~ough the Vinson-Trammel Aot, but we would not go 
ahead unleaa the Committee that eet up -- the Vinson-Tr8..CIIllel 
Cocn1 ttee would formally approve wha t the Treasury 1a goi ng 
to do before the Treasury doea 1t. Does t hat sound all 
rightt . 

Capt. Collins: Yes . 

Mr. Cochran: That's not part •••• 

HU Jr: That ' s not part of this. 
tells i~ae three categories: deposit 
of securities, and buyincr. 

But most of it 
ot money; sale 

Mr. Cochran: The t1rst two were taken care of through 
t he Treasury proper. 

IUl Jr: You see , the President 18 sending t or the 
French ~ritish Ambassadors. He wants a memorandum on 
his deak. Two are done, and t he third, t he pur<?h&a1ng 
thing , 1e not done. He wants t his meoorandum on his desk 
11low, gentlemen,we have done this. We have done this . 'fe 
want to do this• -- the third thing. And on account of t he 
~ rd-Prerea t:Ung, I think the Pr esident 1a going to 1n­
a1e~ he 88e 8omebody connected with the Embaaay rather than 
Ur. Blooh Laine. 

Kr. Coohran: So t his 1a a meoorandum trom you to t he 
President. 

HK Jr: A memorandum troo me to the President t hat he 
oan hav~hia dsak ao when he . aees thaae two gentlemen he 
will have thia t h.ing, because he can't onrry a~ t~ ih~~~d 
in hie mind , and he asked me to set it up tor m 
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the President I want to personally drop out ot this thing. 
I refused to see Ur. Laine t oday and I don't want any more 
to do with it. You three would act as one. You divide 
it up so that you (Collins) see them on cotton and wool ens 
a nd t hey see them on plane engines. You divide up between 
the three of you. 

CaQtain Collins: I t hink t here will have to be some 
mee ting s of aii, because there is overlapping there. 

~: Well, the idea ot t he President is you would 
see t hese gentlemen once a week. I awle this reoom:nendation 
to the President partly to get out ot it myself and ~tly 
to ~e it workable tor him. Kow does it sound, Collins? 

Captain Collins: I thi~ it ia all right. we may 
have t o go a ilttle farther than t he Quartermaster General 
because t here will be cany t hings ot a purely military t ype 
over ,.,,ioh the ~jUU'tercaster General will not have control. 

KLI ,Jr: Such as ••.. 

Captain Collins: ••• motors; guns. 

I!LI ,Jr: Doesn ' t he have control over that? 

Capta in Collins: llo, Sir. 

KI! ,Jr: Who does? 

Captain Collins: General Arnold as everything of 
an aerunautio&i nature, which all heads back to General 
Johnson, as I \Uideratand it. 

KU Jr: Let's make i t t he Quartercaster General on ~ 
gy reco~tion. The President does not want to get 1n 
the Woodring-Johnson figh~ at this t1DB and I t hought t he 
t<uarterMster General would answer it. What do you t .• ink, 
!.lao 7 

Ur. uoReynolda: I t hink that's t he beat thing to 
do. It may be thAt will work out a solutation ot that , 
it you can get it done. 

K~ J r
1 

lell, to g ive you an example: Loui s Johnson 
called ~nea: •I Just talked t o the President . I want 
you to come r ight over. we are going to talk about prinr ity 
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on airplane engines. • Johnnie said, •I am not going 
to go without the President or Kr. Uorgentbau directing 
me. • 

"Well , the President ie going to talk toUr. Mor­
gentbau. 1 

But I t hink this will make it es.11er tor the Pres­
ident. 

llr. lolcReynolds: 
~nat he eaya ia whAt he 
any regard to facta. 

Louie Johnson can'tcbe depended on. 
would like to see raota , without 

¥"' ·fr: But, wac, representing tho President, isn't 
this &l gbt? 

ur. ~cRe~olds : I t h.ink so. Sounds o. x. to me. 
Harry is going ~ hive a difficult problem on b1s banda 
b~ tting t hese people together, that is, getting in agree­
men t. Ot course he won ' t have any trouble with the llayY 
en priorities. The only way you can get anything out or 
these fellows would be -- in the military l ine -- will be 
tor two members of the Committee to outvote the Army because, 
l:tod! they won ' t agree to anything! 

HU Jr: We will give him this set-up to start with 
and 1an~s a good place to start wi t h , rrom h1s stand­
point? 

llr. l.lcR: I think so. 

llr. Graves: I was wondering if 1t would not be an 
advantage to name the Director of Procureoent as Cba1roan. 

HU,Jr: l o, I don't want 1t. 
want 1t. 

Excuse ce, I don't 

llr. Gravu: What I bad in mind, the thing might be 
rather ineftectual because somebody might hold 1t baclr. . 

HK,Jr: I don ' t want to have that responsibil ity. 
the 

llr. Gravea: Then you ought to name 1t Navy man. 

HK Jr: No J:aoh rellow baa an ott1ce. One weelr. 
they me~re; ~e~t week, 1n the ne~t fellow'• office; 
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alternate, and when t hey meet in that off ice that fellow 
will be Chairman. 

Mr . Cochran: Mao would not be preaent . 

Mr. McReynolds: No , I don't wan t it. 

IW ,Jr: llo chai rman; I don ' t want it . 

l.lr. 
you cUd. 
and 1t may 
: hat . 

~oReynolda: You will get plenty or grief if 
or course you will get more action if you did 
settle down to that , but let the President do 

· HU Jr: Let the President do that and he ' s got to 
crack t~Odring-Johnaon nut and thla oay be a start 
with h ie. He's very ll!UCh pleased with what we have done 
so far - - last month - - and he's delighted wi th the search­
l1e;ht, antiaircraft, business. Got a ki ck out or that . 
And I thlnk that tills la all right. Don 't you, llao? 

Mr. UoRernolds: I think it is all right . 

KU J r : The four of you go somewhere and give me a 
finieheffiioe of paper for t omorrow morni ng , will you? 
I want a fin.1shed document I oan l ay on his deak • 

• ~-~~~~~~~.:-~uerele knows t he first two points. 
And of acooopliehlllent . 

1111 ,Jr: That 1 s right . 

want . 
llr. McReynolds: And the other l8 what you said you 

l.lr. Cochran: And we can get together and write up 
the t hird now and I will write up the fi.r at part . 

HLI ,Jr : But tomorrow cor ning I want a finiahed doc-
ur.tent . 

oOo- oOo 
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Present: 

November 8 , 19~9 

~:00 pm 

.l.lr. Pinsent 

.l.lr. I..eroy-Benul1eu 
Mr. Cochran 
Mrs. Klotz 

l!ll, ~r : Gentlemen, tm reason I aaked you to 
come toge er was that I had a message that I wanted 
to set over to both or you and your A.lllbaaaadora but 
I thi~ i! you could keep it on this aide or th~ water 
and I will explain why I think it would be good -- you 
see it oomplioatea things sometimes. 

u you know, w1 thout rq ever having said eo 
torcally, I have been seeing both ·ot you 1n regard 
to t he purohasi.ng ot material& here at the request 
ot the President. I made that quite clear, but I 
also said that I was doing it on a temporary baaia. 
I have now naked the President to relieve me ot this 
reaponsibility becauee it ia getting to be too big 
and it's too much. I Just can't do it all. That 
doee not mean our vis-a-via work as tar aa !inanoea, 
ate., but aa to purchasing supplies by your respect­
iva Governments I have asked to be relieved ot t hat. 

In the diacuaaion with the President, yaaterday, 
be did me the honor or aelting me to draw up a me=oran­
dum or recommendation as to how this should be done, 
which I expect to preaent to him at 11 o'clock tomorrow 
morning. It will be aomethi.ng in the nature or a, 
intormal1y, a representative or t he Army and the Navy 
and the Proourel'lent, aeeting on an inforllal bade, the 
three men, and sseing one accredited representative or 
your respective &mbasaiee once a week, or more etten 
it neoeesary, at .whioh time auoh things &I priority, 
prioea, will be d1aouaaed or anything that you teel 
baa to do with the buying or lll&terials 1n this oountry 
!or your Oovernaenta. that ia Just t he question o! 
mil1tary. You aee what I ~~eanl 
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Ill'. Leroy-Beaul1eu: Ubm. 

~~ir: these gentlemen will have a way or 
getting qui okly to the President, direct. 

Ur. Leroy-Beaulieu: · Uhm. 

HM.Jb: t here is every desire that a coopera-
t ive me e found so that you people can buy reason-
ably and buy what you need without interfering with 
our own needs. You see? But I want to again repeat 
I am ~ommending that it be an accredited representa­
tive or, put it another way, eome member ot t he Embassy 
a tart. 

Ur. Pinaent: Do you mean Embassy etatt especi­
ally , ur. seoretaryt OUr tirat t hought would be, ot 
course , t he heaA or our special purohaaing organization 
in the United States. 

HU,Jr: It may not be. 

ur. Pinsent: Generally speaking, whlle ot course 
I don 't know thAt we have worked our ideal 10 tar in de-
tail . .... . 

do il 
KM Jr: What the President 1s golng t£Vask your 

two Ambaa~adors t o come in and aee t hem himself. 

Yr. Pinaent: I aee. I see. 

H» Jr: But the President ia going to aee the 
French mieaAor peraonal.ly and the Al:lbaeaador ot Great 
Britain personallY and, t herefore , whil e I aa giving you 
quite a lot I donlt want this to go back to the other 
aide until the President haa had a chance to aee t hem. 
In other words, this ia between the President , your Am­
basaadora and myself. 

Mr. Leroy-Beaulieu: Yea; I aee. 

Wr. PinsentJ Yea. Yea. 

H» J r: But he 1a personally going to do 
and I am giving you quite a compliment, because 

this 
I don't 

Regraded Unclassified



want theae cables coming back, becauee there are 
thi ngs happening on the other aide which the Presi­
dent does not understand and I tdon't understand. 

~. Pinsent; Which we d on' t. 

wr. Leroy-Benulieu: Which we don ' t. 

Kr. Pinsent: 1Je are only told further coneul­
tation ie going on on t he other eide. 

IlK Jr: And we get cables on th1a dde which 
don't eaa~ to check with what we get trom OYer there, 
bu t the President will aee 1our two Ambaeaadore and 
pending h1a talking to JOU reapecthe Aabauadora I 
&J> aeking 70u and )'our Ambaall&dore to 1 bold eYar)'ting1 

ae we ea)', but I will deliver th1a me morandum to b1m 
tomorrow morning. 

~. Leroy-Beaulieu: Tomorrow morningl 

IO',P!:uant: 
our Ambauador may 
discuae. 

And what you are telling Ul 18 so 
know what the Pre s ident wiahee to 

IlK Jr: Yea, and also explain t hnt until he doea 
see the~m dropping out ot t he picture becauee I don't 
want to aee anybody else on t his aubJapt. 

Mr. Pinaent: Yea. 

HK,Jr: It has Just got to be too much. I can't 
do 1t. 

~. Pinsent: Yea. You told ua all along 

J d I ha asked t he Preaident to re-HK, r : .. .. an ve 
lenae ... 

Kr. Qoohran: That waa why on the phone when I 
made the appointment I could not tell him. 

llli!.l'lU!Itl I had halt expected that becauae 70U 
bad tolCua &11 along you did not expect to be concerned 
with that . 
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HW ,Jr: You did expect i t1 

l~. Pinsent: I did expect i t • 

. IIM ,Jr: I am setting up machinery which I think 
lflll be acceptable to the President. 

Mr. Lero~-Beaulieu: And you said you did not 
s ee how it oou1 be worked 00..1t if you 1•ere sick or 
a nything interfered with your presence here and so on. 

~fJr: And t his l s too important. There are 
so c:any gs coming up and I a m leaving t ocorrow 
nieht tor ten days and the show ~~~aat go on. 

lolr . Leroy-Beo.ulleu: But do you knOll , !.!r . Secre­
t ary, 11 t he President bas sor.eth1ng apeolo.l in mind 
t ~~ t he would prefer that lt be a member ot the Embassy 
or , in other words, he would prefer that it would not 
be a member or t he purchasi ng commission. You don' t 
know about tha t? 

HY,Jr : I t hink he will t alk quite frankly with 
the Ambassadors. He and I both have somet hi ng very 
ds tini te in m1nd and I t hink that we w1ll have to walt 
until he t alka to them. 

Ur. Leroy-Beaulieu: I see. 

IDI Jr: And I think he will talk 1t over with 
t hea. ~aee, theae people are coming over and we 
don 't know all about 1t and I thi nk he would l i ke to 
satiety himself a little more. 

lolr. Leroy-Beaul ieu: Yes. I aee. 

!Ql ,Jr: But he can talk to your respective Al:l­
baasadora and aak t hem questions t hat he haa 1n mind, but 
1t 1a to be one person, one Engl1sh~n, one Frenchoan, 
to mee t at leas t once a week with, mo otl1kely, the Quartel'­
caoter General and the head of Supplies or the Navy and h 
the D1reotor ot Procurement, you see. Those three wh1c 
are the people t hat have the authority. You see? 

WJ' , Leroy-Beaul i eu: Yea. 
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· ~,Jr: And t hen that can flow directly to hill! 
It will e something like t hat. Nothing tormal , ex-' 
capt meeting with your people once a week or oftener 
1t necessary , but the question you have 1n mind (Pineent) 
that sort ot thing really gets down to pretty much acme­
t hing t he President will have to aay yea or no h1maelt. 

l!r. Pinaent : I di d not know whether Cochran had 
told you. 

HllfJr: Oh, •1188 • He burst a through the door 
until I g him a yea or no. 

J.lr, Pineent: I di d not want to take you by sur-
pr18e. 

Hll,Jr: He gets in one way or the other. 

Mr. Pi nsent: I a that question one which would be 
submitted to the President! 

Hll Jr: I" take i t that would be the sort ot thing 
that wo~e aubm1tted to t he three gentlemen whom the 
President will dee i gnate , but pending hia seeing your 
Ambaeeadora and setting up this 1ntormal committee, I 
t hlnk l t will have to walt, unless you can get 1t through 
the Army. · 

Mr. Pinaent: They said no. 

Hll Jr: I t 1 a t he kind ot thing that aomeone will­
ing t o ~a chance and has inter est at heart will have 
to do. 

Hr. Pinaent: There is a certain riak in that par­
ticular oan or our paying a higher price than the pr!Oe 
which baa been paid and I don't know whether he would 
wiah us to do that any mo.re than he would wieh to do it 
himaelt . 

HM1~1 No, ue won' t . But you are going to have 
trouble"'iithng engines, but what with our demands and the 
Fr ench t hey have th.inge pr etty wel l ooleared UPI• Xoutr:1:• 
they took a ohanoe, They took a ohanoe and am a 
you are out in t he cold. I would be aurpriaed it you 
could get an engine in six months. 
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Ur. Pinaent: I don' t kno. whether there 
surplus capacity on t his aide. is any 

HM,~r: Unless you people a re willing to pay tor 
additio t he plant, t he way the French hers • • • . 

llr. Leroy-Beaul1eu: The way we bought . 
about t h&t? 

llr. Pinsent: Yee. 

You know 

HU,Jr: The French have been very fores i ghted and 
now they are profiting by 1t. 

That's my story, gentlemen. 

Ur. Pinaent: Well, thank you very much, llr. Sec­
retary. 

,~Jr : And don't reel there i e not any disposi­
tion on e par t of the President and Olyselt to continue 
to give you every possible cooperation thnt you are en­
titled to, bu t I Just pbyeically oan 1 t do it. It's 1m­
poe81ble. 

llr. Pineent: Yes. 

llr. Leroy-Beaul1eu: Well , we are sorry that we 
will not be aee1ng you as much. 

llr. Pinsent: ••• that we w111 not have those op­
portunities arid pretexts. 

IGl Jr: Well, " e can talk about other t hings. 
T.-ere are ' plenty ot ot her things to talk about • 

Wr. Pinaent: I think all we '~~11 have to do 
is thank t he Secretary and report t o our AQbaaaadors. 

HU Jr: Right ! And , as I say, I am giving t his 
to the ~dent. 

was 

Will you (Leroy-Beaul1eu) stay , please? 

llr. Leroy-Beaul1eu: Yea, I w111· 

(Jir, Pinsent and wr. Cochran left and no r
8

ecord11 ) 
made ot ~,Jr's conversati on w1th llr. Leroy- eau eu. 

oOo-oOo 
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"-OE"IItAL R£SI:JtVC e.ANK 

CW Nt:W YO"K 

ft(a) 

: 71 
DATI! loY.,.bar 8, 111118. 

Sua.Jcc.,JII.II'IIOI E Cl>IY!JIS.t.T IOJ II 

L. 11. llloll:a lUI It 0' EIGLU o. 

I oallecl II!'. BolteD a\ lltll \odq. I ratarre4 \o 

their oabla lo. lOII{M and r.quaatad oorraettoo ot two po!Dh 

or • techll1oal aahn, 11h1cb ba P~'<*1 sad. 

111\b Nterenea to oar tal..a-a eonYaraaUon or lloDdq 

rt~~•rdiac t ba a a turl.nc dab\ ot a Br1Uab .ubald1aJ7 or tba l a ta,.._ 

national tal. • fal •• I ••Uooecl tbat ooa or tba b&Dll:a bad oallad 

u;> t oday aad t n c;1111rad matbar .,. -ld - u tb• nelulec• ~t tba 

orrte1al ;>r1- ex told tb•·• I aatd , •tbat •• had tarol'llecl ,..,. 

on t h a talap'-a tbd we ware read7 to act oa rour taetruettona 

1! anJ Whm reaol'fa4. • t bh 111qu1 ry -a4 \o 1Ddt o,ata, 8oltoa 

thouabt, tbd tba ,_ .. .uon IIIMlld lla aloaad 1a I a .. Ion, wn1eh 

•u t-n.-tal u tu •• •• -. aau ' 
'I I __ ...,. •r _. ... ..a• _. ~tad tbat sterl1111 

eoau•• ..._ p.-..-re wttb tba ....., - ~ Z.IIL .lap•••• 
bul<a -. ~rt• w 11a onan... tor,....,. daltnrr ( tt rst 

t or three -tb• dal1YG7 •4 m• tb• -.ld not .Jo IA7tbl.~ 111 

t het, ror •• -u. ..UYa.F at oUa• h at I 114'/. par -

roapiiU~). f ba n •1•• ••r• aUU 

aall tac. •• ol oar~·~ raMilYad a turthar o rdar t or 

£11001000, -• ol 11111• 1 •4eratoo4 bad b- doaa. The\ tu:ooacbt 

aua.nta aloe -. .. 11,1110,000, 1a -"lU• to 11bteb •• ouraelna 

had Jua ,_..,.. • ~ .,.,._ • ..U -.,ooo. •• war• nataral~ 

opal"'UUIc "- 01 hU' ...Uiille ·nau ..U tbat 1t " j-.ad tnto 

\ba •an a • .... 118 ,.._., .. ,.. u.a nta doe QUit• a Uttlo. 
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ROCftAL RE:s&fWII: •ANK 
Of' NEW YOllt:K 312 

,e~rE: CORRESPONDENCE DA,.,. lo•laber 1. leu. 

sueJaen I!L"PP!>>I <Xl!!JQUtiOI m1 

II.UII Of DOUI 

I 

1e nre lllPl)OI'U.. Uao pll4• nto tor •o-t of '"- Illata, 

I cont1aue4. llelcao _. -..It, do• w 11• 011 tbo ottond 814., 

tbe 8olc1••• Bolwa t.boi!Cbt, -. 1a a Yft7 lta4 •••• with l'Wla 

oa one or tiiD of U:lo aall.or ~. baYlac hkc place. llotb 

Boll.,d .a4 hlcl- -. 111 a aato or -u•• Mlll•T .. .s ... .,. 

•••sac• _,lob be 1'e0411•o4 troa ~ po14to4 to 1aoraat1nc .... s.a ... 
..,.s tnc:raoot._ 4•ortorati- 1a l»otb -trlao. 

<$: 

~ 

.... f: 
Go 

0 
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November 8, 19311 

Wr. Chen called on the Secretary today and asked 
whether Mr. Sheahan could stay in Oh1na another J to 6 
months . The Secretary asked Mr. Ohen to check this di­
rectly with wr. Eeeehin. 

373 

ur. Chen said that he was worried about t he Russian 
help to his (}overnment. IW,Jr told him that he was ad­
vised that sometime in September Litvinott came to Chung­
ltint;. Wr. Chen said that he did not know, but that he 
would t1nd out. The Secretary then said, 1 11hen you cable , 
say that Litv1not1' came there recently. Don• t say anything 
about Septeo:ber. • IDI,Jr also said to Wr. Chen, 11 was also 
told t hat his 1111ssion was not sucoeeetul. • Chen said he 
would cable and get this 1n1'orosaUon tor t he Secretary. 

Chen said that t hey had gotten three loana troa 
Ruea1a. The t1rst was $50,000,000, the second $50,000,000 
and the t h ird $150,000,000; that the flret two had been ex­
hausted. Chen added that they bad specially agreed to buy 
a irplanes and ammunition with this money , and that this money 
had to be spent in Russia in payment tor wood oil, tea and 
tungsten. 

Regraded Unclassified



• a '· ,..., 

oa ... ..._ te ... lilt• r n.t ,_ 

1on• ot •• a" IrA ..S.tbc -. - 1 -• 

\o _ ,.._. lte _.,.. I .... .u M ~lao~ .. 

talk - ... - 'liMa - .... ......... tl .. --- .. ~ ''- ... , ,.. .... - .... -
Vltll..U ........... 

a161 . '"' ... 
••••hlt.l• ,__ .. ....... 
Cllo&l- ...... l ... 7 t .... ----............. 

374 

Regraded Unclassified



SECURITIES AND ExCHANGE COMMISSION 

WASHINGTON 

The Honorable 
BeDr7 Xorgenthau, Jr . 
Seoreta17 ot the Treao1117 

Dear BeDr71 

l ove&ber ~. 19S9 

Subae~ant to our reoent d1aouaa1on, I 

learned that the lat1onal Reaouroea Planning 

Board and aeveral others 1D the government 

are undertaking a atud7 ot the probl..,. that 

aa7 ariae •when peace breaka out" t ogether 

tuture date, I allall auggaat a renewed d1a­

ouaa1on with 7ou ot tlloae prcbl .... 

Slncorel7 7oura, 

k~&Dk · 
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MJ dear Mr. loorotarJI 

DEPARTMENT Of" STATE 

WASH INGTON 

HoYember 8, 1939 

376 

I tran•U berftlth, tor Jour 1ntoraauoo, a • .., 

prepared bJ tho o.ocr-..h1Ml loouoo or tho State Depart-

aoot, 'llll1oh 1D41oatoa tho 'boll1coroot porto t o wh1oh 

Aar1oao ahipa aq not oa:.-r, eood• aD4 pauoDCOre ao4 to 

Wh1oh o1U&ello aq not proooe4; l Uewt1o, th o ooabat area 

ot watwa w1th111 wh10h Aarlo&ll oh1p1 a&J not proooo4 an4 

AMr1oao oU1ana aq not traYOl , 

Io •1 .. ot tho queat1oo1 ra1114 1n t he Mediterranean 

area 7011 •111 noto that sma, Pale1Une and lgJpt are 

not 1nolu4o4 aa MJ.l1corenta ; nor 11 'langUr. Moroooo 

ao4 Alc1ara, howOTor, are rocar4e4 ao be1111orent1. 

11noarolJ JOUl'l , 

~-=-~ 
'llw 110110rablo 

Bo111'7 Moraootbau, Jr •• 

.. orot&r7 ot tho !rO&eUJ'J, 
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11/8/39 

Neutrality Aote r oler and Bernetein more and more 
convinced Treas should not aak for return of the 
adm or credit section assigned to Treaa in former 
tleutral1 ty Aot under Section III 

• 
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JR 

Stor ttary of Sta t t , 

Waohington, 

2682 , Novonbtr B, noon , 

FOR Tl!E TREASURY. 

GRAY 

Paris 

Dated NovtiOber a, 1939 

Rtc 1d. S :20 a . m. 

Paul Reynaud " 111 address the American Club at (\4~. 

tomorrow afternoon on tht F'rtnch f1na:>c1al dtuatNn~·. 

nddrcu will bt broadcast by Paris l'ondiago on shor t wave 

lengths 19 , 68 metres and 25 . 60 metres . 

B IJ LLI 'l'l' 

RR :WWC 
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HSM 

Storttary of Stat£, 

Washington. 

2305, NovEmbEr a. 
FOR TREASURY. 

PLAIN 

London 

Dated Nov<mb<r 8, 1939 

R£CI 'd 1 p. m, 

380 

1. In introducing thE national loans resolution 

reported in my 2267 of NovEmber 3, the Chancellor or th< 

Exchtqutr last night rEvEaled no raots r£gard1ng thE datc , 

amount or naturE or any forthcoming war l oan. HE tmphasizrd 

that the bill to bE introducEd 1a "to confer powers not to 

ExErcise thEm" and that ht cou ld not antiGipatt any action 

that might be takEn under thE powt:rs to bE given. Th£ 

prtSEnt bill is tO takE thE plaCE Of th€ war l oans acts 

passEd annua l ly from 1914-1919 and ia also to m<rgt i n 

thE TrEasury's guv:ral borrowing powers the unused balancE 

Gt ~lOS million undEr thE dEfence loans acts. As during 

the last war tht authority to borrow will b< limited in 

tim< to a single yEar ; tht limitation in amount is thE 

total rcquir<J~Znts f or thE "supply srrviou" (including 

Army, Navy, Air For cE and civil services); and a turthEr 

~251 million i a provided to cover th£ prriod bttw<En thr 
nd 
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hsm - 2- No . 2305, NovEmbEr 8 , from London 

end of the current fiscal ~ar and tbE' paning of thE 381 

subscqucnt yEar's national loans bill. S imon statEd 

howcvcr that "It is quitE impossible to supposE that wE 

would sr<k to borrow thE whol E of this yrar•s supply" 

but h< gav< no indiGation of th• proportion whioh might 

be borrowtd and hEnCE no indication of thr amount of any 

forthcoming loan. 

Tht powErs containEd in olausc ~ of th< rEsolution 

t nabling money raisEd from national savings certificatEs 

to be appliEd for any purposE {at prEsEnt such monEy must 

be used for red<mption of dEbt) was dcvisEd s o that t hE 

small i nvtstor should fEEl that his nontribution howtvcr 

small goes dirrctly to thE purpose of winning thE war. 

War savings cErtificatEs wErE introducEd during thE 

las t war in NovtmbEr 1915 to tap small savings. ThErE wErE 

Ll37,7 million outstanding on March 31, 191~ and L227 million 

on March 31 , 1919. SincE thEn with thE nantE changtd to 

national savings CErtificatEs, this form of saving has 

bccomt increasingly popul~, thE total outstanding on thE 

31st Waroh 1939 bEing L381 million. Bach certificatE costs 

163, the purchasEr bEing Entitled to Ll at thE cnd of fivE 

ycars or Ll . ss. Od. at tht End of ten years from the dat• 

ot purohast , During thE last war cxtcnsiv< publi<>ity cam­

paigns wtrt carriEd out for thE salt of war savings cErti­

fioatrs. No su<>h campaign has however b••n launchEd so 
far 
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ham -3- No. 2305, NovEmbEr 8, from London 

tar during thE prEsEnt war , thE Chanocllor ' a otatEmrnt 

mEntioned above bEing thE first indication that this form 

of saving i e to bE usEd as the small man 's channEl for 

lEnding his savinga to hElp win the war. 

With refErEncE to my 2068, Ootobrr 17, 6 p. m., thE 

floating dtbt had incrEaSEd by November 4 to ~1,345,6 

million of which ~580 million reprEsEntEd TrEasury bills 

issuEd by tender and ~706 . 6 million through tb£ tap. It 

this WEEk's offer of ~5 million of TrEasury bills is 

allotted in fulltb£ tEndEr issuE will incrEasE to ~605 

million, the highEst point since January 1938. ThE 

GovErnment ' s ordinary rEvE nUE tor thE first tEn WEEkS or 

thE war has totall•d •148. 7 million avEraging ~14.9 million 

a wcrk whil£ ExpEnditurE has totalled •344.2 million avEr­

aging •34.4 million a wEEk giving an avEragE WEEkly dtficit 

ot •19. 5 million. 

2. Tbt ChancEllor of th• Exchequer also announcEd in 

Parlia~nt l ast night thE GovrrDMtnt 1a intEntion to appoint 

a acl!o t parliam£ntary committEE on war expenditurE with 

terms of reft:rEnOt broadly following thoSE of thE sElEct 

committEE set up in 1917. 

3 , In a writtEn answ•r in ParliamEnt ytottrday th.£ 

Financial Stcrttary of t hE Treasury gavE tht namEs of thE 

mEmbErs of thE capital issu es committee which succEeded 

thE forcign transactions advisory committEE appointEd in 
April 

382 
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Apr il 1936, thE prrsrnt committrr bring ohargrd with thE 

administration of th£ rrstriotions on capital issuEs wbioh 

torm rrgulation No; 6 ot thE dEfEnoE (tinanor) r•gulat ions, 
-? 

Th£ membrrs art Lord Krnntt , Chairman, B. G. CattE~s 

(VioE-Chairman), Thomas Frazrr; Sir Austin Harris, A, G, A, 

Jamirson, Lt. Col, J, B. NE i l son and R, P, Wilkinson, 

D•puty-Chairman of th£ Stook Bxoha~. 

KENNEDY 

• 

383 

Regraded Unclassified



JI 

SEcrEtary of StatE 

Washington 

2G96 , lfovc"!'Ucr 8 , 7 p . , . 

!'OR THE TR EAZ 11RY, 

O!UY 

Paris 

Dc.ttd Uov"tbcr 8 , 1 r 39 

R ~:e ' d 5 : ~1 p . .. ,. 

'.!'hE stcuri t1 ts m_~rkct wr.s oo lt"flh~t hEnvy 

to<"'!y ~rtly duE to txpt ctntl on or ' n .:.rly llaz1 

invnslon of Eoll~nd and pos•ibly ! c~iuo and to 

tht f l ooding of adC:itional orcas in t!l£ for:atr 

country, (Tht joint ptc.ct appeal of ~illhtllnl nn 

and Leopold ~£ dismissed h <r c a s ~<ly "for the 

rtcord") , Rcntto wt~ E down tr~ct_onnlly with thE 

EXO EOtion of th£ dollc r EXOhC!lC £ issuE of 1937 

which \'IllS off t wo fra ncs tlfty on profit tal:ing , 

Official cxc hc.ng t r:~tcs W£1'£ ''nchnn:;td, 

(END 0? SECTION o::E) 

BULLITT 

El'B 
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JI GRAY 

Parb . 
Datcd llovtnbcr e, 1939 

Scorctary of Stat £ 

Wnahtnston 

REo ' d 6 p ,n , 

2696, NovE>nbtr 8 , 7 p , .o , (SECTION T':O) 

Today 1s ~OUR~4L O??ICIEL publiabcd arrEtEs 

covEring thE forms of dcolnrat • on of '1oldingo 

abroad to bE -.·ad£ by 1Jr£noh physical and FrEnch 

and fortign mora l pErsons in l.lgEt•in and thE 

ooloni EO , i!ntatis mutandis th£y nr£ Similar to 

thE form of dtolar:.ti on £stnbl1alm.l for thE 

mctropolitnn or£a (our tEl£grnm 2G?.5, Ootobtr 31, 

385 

Tht NEthErlands bank stctor:unt for thE wEEk 

Ending NovE~tr 6 shows gold rEaErvca nt 1 1 10410001000 

tlori na aa QSilins t 1 ,108, 000, 000 tbE previous WEEk, 

Total liabilitiEs wEre 1 , 397, 000, 000 asatnat 
I .., .I -, -' 

l./l42, ooo, o6o, Gold covrrnac stood at 7S, 5v,. as 

I'IJS.&inot 76 0 83%. 
pr r I '· 

(END OF ;~ESSAGE) 
I " . ~ 

BULLITT 
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._, ._ 11r. 1•••"*7• 
N.et.ete rt ..... ~ .. d~lAW~ 

... ·-· .. 2, 19)9, "'-u., .a. ~--"'- ., • 
'1''1'1' __ ,, .,,.,. __ .. , .... """"- • ~ •• '''-

.n • to" ._ a.-u .. a..l\\ee • .- ' e1 ..U. 

to .... .uw P"'l- N'1alJit Sa ,.,, uUa wltll ..U .... ···~-ia ...... ., ... ~ 
~ n ,., - r re w..,. C'e&tl"-o 

... lltln7 Do 'Illite 11M .... ··-.-- ...... 

~·· lop II W\tft - ~ "-• . ..,, 

a. I U; .... ...,~ ..... 
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TREASURY DEPARTMENT 387 

INTER OFP1CE COMMUNICATION 

f ROM Mr • 0o ... 

a ... u .. - ..,.Sa-~ _ ..... wtu. u.. brcoet -.no ..... 1a •-
ocUou 1a U.Ot an..., ol- t1u l.aotlt.tlaa ot tloooo repOI'to oa ... - 19, 
t11o roto .,.. ...-w at )o'15-l/2 1a ,_ __ - U .,._.. 1a ..., TG'It at 3 !5 
tlloro wro .... ..U oaUtac orbro ~w 1a U.. -•· - at ...,, wi,O 
o. • · U.. rato - ~W a$ ).~. 1M CIIMo latloMl 1oo1t repoi'W ._, u.. ..,. 
roco1ft4 tna • =•'• l.ao-..Uoao to oaU '50Q,OOO, At U.Ot U= 0.0 CMoo ..,. 
ozUI'o to '11117 1.3QO,OOO 'tdl1Q Uoor atWaot _,.,., U.. ~- ......... - \al-
...,. ot 1.200,000- .... aallT Cl ... - ot • • , -· ·-11 ...... .-.we\ 
}.'!2-J/'4, et wldell ta. \be :r.&.n1 .._ne loolt ot ._ ~rlt latonot u _, 
n w ..-he& • on.. tr.a t» lat1aMllloelt ot •-•• to oaU ..,,., lllioo,ooo 
at u.. 'Mot prloo. 0t Ul1o -•· 1t aoa 121!5,000, - haral otn- u.. ..,_..,Jail: loT oM!.• \lia$ lt -a ntala til. -a portlaa ot U.. ...._. -
aUupt to _._ 1\ ._........, ael.oao otlo.rwlao lao \nOW _, 1\, - ot•llac 
rata ,.. at \be lew f.., \be Mir ot }.!!1 at 0.0 olooo, 

Sl- .... - 3, •-•• 11M pl.aoot or4.oro 1a tlllo ..,.ltot to oall IIPPI'W­
MtolT 1.1,9QO,OOO, Ot Wo _, 1.1,!)115,000 ,.... ool4 ae4 U.. laloaoo, 1.)55,000, 
roprHoato \be ·eo-tot porUoa ot U.o J'...,.allaurn J.-Jt1o ..,,.,. ot \o&q, 
t11o lluoal• Jaelt .,'11oo4 the J'otaral \bet 1t lato.U to parclluo -rui=tol¥ 
$U,OOO ,OOO pl4. ot Wo _,, $J,5QO,OOO le pl4 boo alreMT 'b- aol4 to 
lt, llld w ,._ tllat \be preoooto. froa """ oterll .. oaloo rill 'bo uo4 to pa.-. 
chua tbo 'b~o of \be pl4. 

Sal.H of ot •llac loT \be roportiac hDito 1a ..., Torlt llld \be J'otoral ... ....,. 
l!uk ot ..., Torlt total.o& 1.1,117,000 troa U.. tollo'lrl.ac • .,..... .. 

Co...roial 00~ •••••••••••••• • • •• •• • • • •••• • • • •••••• ~ 
hrolp u.1ao (....,_, JW lao\ .-A a..au. Aaerloa) , ,.,,,1. 
r~ .... ,.-..at., ... Terk. ... .. ...... ............. idm 

t.w • ....... 

Pvohoooo ot •-llac -'-'to l.l ,ofi5,000, eo laCloaW 'bel" ' 

~ ;::~l:.:<=;;:·;;·.,;;·~·i;~·.;;,;;i~ :"" t.w . .... . 

CONF"IOENfiAL· 
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'fho J'r~ trao elHe& at .Cit22, • ......,_.111~ • ...,., «Utatsoa ~ 
,('(12}-1/2 1a ..., Tea. !loa -• tor tile 4eeHu 1o ._ to ~. teet tllet u. 
traae 1o p_.. to otodJ.ac a4 .. .,.o 1a o~a~ with that ~~. 

'fho bllp vao aoaolclerabl¥ llwr at .1652, Oa Mou., 1\ oloo-' at ,1670, 

!Ill proonro oa tho llolp wao -• 'b7 tha f11Uac that tho poaoo propooolo iuU­
I>lW4 b7 Bllc1 .. aaA tu lletblrlaal4a ........a Mt llo MC41>- oat tloo ,........, t .. 
ot i~a. .botblr reuoa b tha pou1b11lV tllet oollU- •llillaaUoa ot 
tloo Jolclaa ar'lll1 aT llaft aa .ol'Nroo ottoct oa U. iatonal -· 

'fho p114ar ""' hioo ,,...., .,..o otoed,r at ,•j!/Jt.-1/2 ""' ,2ltil2, raop..sUftl.T, 
c....u o1oal4 at lQ-3/Iitf. Uooouat, 

!he a...- reiolluerk ... p.oto4. ia tho lw Tom -t to411T at ,llo15 'ti!Uoh 

1o t be tirot q110taUoll tor that auroaq oiaoo obort!T otter tho Oll\\rlllk ot t1oo 

nr. 'lro ......_,tal. tllat -. .. a..., York bMir: oollo roiohoMI'ko, tu rol-ko 

oro prori414 1>7 ito 0... corraopo-t -· o..t tu ...U...o an ...cJ.tc to 
tbo Gor-- oa tho bookl ~ tho..., Tori< bMir:. »7 U..Ubc tho trauaotloa 
ID thlo ....... • OerMII7 b ia a pool U oll to aoq:o.iro 4ollar oxchuC'I, 

!llo ODbaa :pooc wao uadar preoovo eal tloo 41oooUilt v14o--' to 1}-3/llf., 4uo 

to tbo utawrulo rapr oltaatioa 1a that oowotr7, 

!Ill :sa- 4o JnaU paU. $3,000, 000 to tu J'e&orol ,.,....,.. Juk ot lw York 

tor oonwroloa iato pl4 ...S.• tloo acr-t ot Jw.lJ' 15, 1937. 'lro - """ ocl4 
to Bralil a total of $6 ,000,000 b p14 u4ar Wo IICI'I-"'· 

'lro JlUl"oh&o-' tho tolloldiiC -to ot plll tr. tho o&l'Nl'kc occ...,.to ot 

tho boako 1114ica-l 

$1,1}5,000 troa tloo •uoall Bull: ot Bolci'Uo 
troa U. Baal< tor la-Uoaol S.ttloMllho 

flltal 

!Ill Bull: tor Iat.-Datioaol loUlaaato calll-', to tu J'c.-11 llooorft Juk 
to II'Pl7 tor a Uoouo to tr-tor IFProx1-tol7 $56o,ooo 1a pl4 fro• ito .Aoe...,.t 

Jo, 3 to ito .&oc .... t ... 2, Ponlooloi to _.. · tloo traM! or - ll'•tc, .Aoonat 
lo. 3 roprooaato pl4 eVM4 'b7 tloo laUoaol Juk ~ ~..a .AooOOIIlt 'lo. 2 1o 

tho JlS'o """-•· !bio tr-Uoa.., llo a oalo ot pl4 1>7 •na IJ to U. 
IllS, or it 000L14 repn-t :p.,_t 1a Uqa14&Uoa of obUpUou owe b7 tloo 

llaapriu Baat to tloo JIS, 

!he J'-'arol llooern Bull: of ..., York r.port-' to ... tho t olloldaz ob!J>-to 
ot &ol4 tor oalo to t1oo 17, S, .&aoii!Y ottioo at lw Torta 

troa OeuAa oo•icaM to tloo ~ ,.,....,.. Juk at ..., Tori<. 

1;7-:~~··~·gc iii~ traa ....,, .. -i.,..a to .JobaiCa Jl&ttb,q 6 Co., ..., Tert. 

flltal 

coNFIDENTIAL 

Regraded Unclassified



OOIIIIBT 

lncJ•nd 
Juropo 
o.-&a 
:Latla Allorioa 
hrlut 
All Other 

!otal 
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lila! l'OII!IOI 
llluaea 1 

• 5,oll9,ooo 
1,}115,000 

932.000 
291,000 

DICPI•n m 
IIDBI'OIIflC. 
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• 1,125,000 
19.000 

30'-.ooo (tzr~Ue) 
5,000 (laolroooo) 

zu,,ooo c~ao~rooo,> 

!be e('llinl.•t ef '"-71• Ioadoa _, ollftr prioo ,.. 111.771 - tloo 1'01'WIII'4 
prteo Ill, Til· !lot prloe 1'1zo4 liT BudT .ui ...._ 1'or 1'orolp ou,..r ---­
choap4 at ~3/'!fl. !lot lreMID71 • prtao wao aloo """h'llo4 at 351. 

Ja llew fork w ..._. OM parcllaH of' oUftr, _...uac to 100,000 -• ....._ 
\ho 111ft!' Pvahaao Aot. 

Mr. r.oke telA • at 5 P••• oa lronahar 6th, \hat, oo ef that 4ah, \!Ia ltato 
liOIIk o1' bola he4 a 'balalloo of' $7 ,JOO,OOO with \ha Olluo :llllk, oo oo-o4 witll 
$11,900,000 oa loTUber 1. No pia llo4 oo• 1'ro• a voaof'er of' tl,JC)O,OOO hoe 
S..U.. 1114 a colA ohip-t of' $2,000,000. '!loa 'balalloo ot \!Ia Alltor, with \ha 
Chou o11 lona'bor 6, na$1,100.000, ao ooop•o4 witll t700,000 o11 lrona'bar 1. 

Mr. llulr.U B'loallto11, Clllef ef \!Ia Jar Iuton Phioloa ot tile State Dopan­
ooat, \olop)e ... • ._, t)e Stat& llopar'tMa\ prefeno4 tllat tho repUoo to ou 
loqulrloo ao4o of' U.. O.ual at liMo! Ia r~ to ahip•ato t.llrGIICI> \hat port to 
C:U..., 'be ..._. h7 .s.z.-11 ra\Mr --.. tel ....... , h-• of' \loll Wee ef lator­
eoptioa ot tolocrophio ••- 1Q' cor\ala toroJ.ca o"""'trloa. I acroo4 to l oo"'" 
U.. '-otaloa to U.. J-le \ ot \loll State Dop.r-t. 
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loT .. ber 8, 1939 

lOR !Ill SICJ!FfW: 
AJ.eop and 1:1ntner ban aelted to eee rou batore 

you leaTe town it that 1• poea1ble. 

I informed them that aattere 11lte t he Bremen 

and tbe rr.nob airplane deal were to be handled throUCh 

the Wb1te Bouee, but I did not know how tar to so barond 

that. !'here are, i n a4d1Uon, eoae etriotl,f 'lrea&Ul'f 

aattere euoh ae the eeleot1on or adT1eer• and a deeorip­

t1on ot the e1tuat1on here 1n dafe 1maed1atelr before the 

outbreak ot the war wh1oh oan not properlr be referred to 

t he Wb1te Bouee and wh1oh, 1n m:r op1n1on, oould be g1.nn 

to thea 1n a properlJ edited talhion. 

• 
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•oTelber a, 1939 
10:56 a.s. 

m~r: Hello. 

Operator: J.lr. Orovley. 

HJ.!Jr: Hello. 

o: Go ahead. 

lil·!Jr: Hello. 

Leo 
Crowley: Bello, Mr. Secretary. 

ffi(Jr : Hov are you, Leo' 

C: Fine, hov are you' 

H!!Jr: Pretty vell ••••.• 

~ : That' 1 good . 

" · v . 

ID!Jr: 

"' .. 
~!Jr: 

C: 

!!l!Jr: 

• • •.. • tor an old man. 

That ' s good. 

Leo, I Just read this memorandum on the meeting 
yesterday vhioh you attended and I Juot vant to 
tell you again I appreciate your attitude and your 
support in this matter about the ·Bank ot America. 

Thank you, Mr. Secretary. We haven't obanged our 
poU tion on that thing and ve aren't going to . 

Vell • . .... 

You ltnoV -- you Jtnov where ve are on tba t thing. 

Well, I like to ltnoV vbere you are, and ae you see 
ve•re going at it very oaretully and being-- try­
ing to be as Jud1o1oue as poesible. 

I think eo and I think tba t they're handling 1 t 
very vell. 

All right. Thank you , Leo. 

Tbanlt you. 
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wo ... ber 8, 1939 
ll:07 •••• 

!C-!Jr: Hello. 

Operator: Dean Land1a. 

HY.Jr: Hello. 

JMe& 
LandU: Hello . 

HY.Jr: 

L: 

BI'.Jr: 

L: 

Hl!.Tr: 

L: 

Hello, J 1m. Henry Morgen •••••• 

Hov are :you' 

I ' m 0 . J:. 

I ' • aorr:r I couldn't stay but I Jus t had to ge t be.ck 
toda;r . 

Well Ulat vas • :r under atand1Dg t hat :you •• • ••• 

Yeah. 

392 

ID!Jr: •• •. •• oouldn1 t sta:y. Ed 1& here 1n the room v1th me, 
nobod:y else. 

L: 

!lV.Jr: 

L: 

L: 

Jl!I.Jr: 

L: 

Yeah. 
And I understand that :you th1nlt thU thing u aa 
aer1oua aa I do. 

I think 1t 1 a ?ery serious. 

Vhat' 

I U11nlt tt•e ?er:y aer1oua. 

Oh-bub. Wov, what' a the -- What' 1 the ttret - or 
Ule next mo?e ve llhould ll&kef 

Well, I th.1nlt - - :rou eee, you han t o oona1der twO 
U11nga: one 1a our1ng the a1tuat1on 1n the bank 
1taelt, and t he other ia considering the removal 
ot the management ot the bank. 
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L: 

HJ.~Jr: 

L: 

H:~Jr: 
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!!::Jr: 

!IJ.!J r: 

L: 

~·!Jr: 

L: 

:!l!Jr: 

L: 

H!~Jr: 
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And I ttlnlt that' a a very -- a thing that should be 
given very veigbty consideration because my ovn doubt 
i e t hat the aituation in the bank will never be cured 
with that management in control. 

I see . 

They've demonstrated t heir unwi llingness to work vl th 
the Comptroller's ottioe. 

Yeah. 

And have done things which are -- are so signitlcant 
such significant Violations of law that 1t 1 s - - that 
you can't t oy with them any longer . 

I see. 

And it seems to ae very 1111;l0rtant that you should, 
rigbt away, get s omebody to vor k on that case froa 
the standpoi nt of considering whether or not the 
evidence in the ease 1s euttiolent to bring Section 30 
proceedi ng. 

Well that's, of course , vbat I asked you when I called 
you. 

Yeah. 
can't 
short 

Now, it seems to me -- I -- you see , I - - you 
make a Judgment ot tha t nature 1n Just a - - a 
time. 

I appraol ate t hat. 

Upon the basis ot what t he bank examiner says 1n -­
oert alnly in the las t two reports , there doesn't 
seem to be any doubt but t hat t here are sutf1c1ent 
vtolat lons of law both to Justlty the Comptroller 
in proceeding before the Federal Reserve Board, and 
i n getting a Judgment !roo the Federal Reserve Board 

ot remoYal.. 

I aee. 
But muoh more work ebould be done on that than has 
been done at t he present time or can be done •• . •.• 

Right. 
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L: 
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•••... at the present time. And I-- I think 1ou 
want to get somebody to handle u . Ed Fole1 - I 
talked to him about 1t. HU - - I mean, I think he 
reoognlzee that he hae to get 10mebod7 Who will tr1 
th1e oaee. 

Rlght. 

And that that man ehould be oalled 1n as qulok17 a a 
possible. 

He agrees on that. 

Yeah. 

!low, I understood rrom Ed that fOU were golng to 
think it over •• •••• 

Yeah. 

...... as to Who fOU oould recommend. 

394 

Yeah. Now, I -- ar -- I have several reoommendatlone 
but m1 tlrat oho1oe, I think, would be a men I talked 
to Ed about last night - that' a Robert Pro o to r ot 
Boston. He is a man ot about 011 age; the outstanding 
man in h1a generation at the Boston bar. 

Yea. 

And he went through tho banltlng or18U ot 1933 as 
oouneel tor the Boston Clearing Houee. 

I see. 
He 1e now aot1ve11 oouneel t or the Seoond National 
Banlt up here. 

Yeah. 

And he knows banltlng and he ' • a -- he ' • a nrz good 
laW7er. 

l\1ght. 

Now, I -- I have other auggeetlone too. 

Yea. 
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ID!Jr: 
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Hl!Jr: 
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L: 
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L: 
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But he would be my t1ret choice on that. 

I see. ~:11 , I -- I don't know who he 1a or what 
he ie. he -- would you call him -- hie __ ~~-· 
is h1a attitude t ard wua• liberalt ow a governmentt Ie it fairly 

Yea, it's pretty liberal. I-- I know hla poUtlcs. 
His politioe are Republican. 

Yes. 

They were Democratic. 

Yes. 

But he i a Republ ican. 

Yes. 

But I vouldn 1 t worry about that ln t hia connection. 

No . 

Because you're dealing here with violations ot lav. 

Yes. 

It isn't a question ot -- ot liberal or ccnaervatlve 
on thla kind ot t h ing. I think th&t waa exhibi ted 
quite vell at t he conference yesterday when -- wall, 
I wouldn • t t hink or Spencer or 0 tely ae particularly 
•Nev Dealers• and yet they vere shocked at the 
aituation. 

I appreoiate tha t . They -- I t hink they' n been 
avtully good too ••••• 

Yeah. 

•• •••• in their a t titude. 

Yeah. I -- I mean, I wouldn' t heal tate 1n taking 
someone trom t he banking side· 

Nov •• ••.• 

A conaeM'atin. 
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Baa Procter had ~ u:per1enoa ae a trial law;rert 

Yea, a great deal of expet1enoa. 

A great dealt 

Yeah. 

Well , auppos1ng I turn thia fellow over in my m1ndt 

Yeah. 

And I'll ask Ed to do the aame. 

Nov, vould you like some other nameet 

Definit ely, yea. 

Grendel Clark of Rev York. 

Grendel ••.•••• 

39G 

I am not eure vhether he voul~agree to do 1t. He'• -­
he ' • an outstanding lavyer in Nev York. He 'e a member 
of the Corporation of Harvard University. 

Yea. 

I -- extraordinarily flne pereon. 

Yeah. 

And 1f he oould be gotten, he would be exoel lent. 

I eee . I know the name- I don't knov why, 1t Juat 
eounde familiar. 

Yeah. J. san of great exper1enoe - about, I ebould 
aay, 55· J.b -- Harry Drink a r of Ph1ladelph1a. 

I don't know b1m. Harry • ••••• 

Drinker, of Philadelphia. 

1>-r-1- n-t • • . .. . 

• ..... e-r. 

. . ... . e- r. 
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Another outstand ing oan of that 
a pretty good Bar. 

I eee. 
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Bar, and that's 

And familiar in t he -- great fsm111ar1ty in the field 
o f finanoe . 

Right. 

John Lincoln O'Brien - Ed can t ell you al l about hi~ . 
He represented the government in the Tennessee Valley 
Litigation. 

Oh. Vhere does be hang out? 

He ' s in New York too. 

I see. 

I -- well , walt-- walt a minute, he has a-- offices, 
I t hink , in Rochester t oo, or Burtalo. 

I see. 

But he also has ott1ces 1n New York. 

Uh-huh. 

Ah - - t/alter Fischer ot Chicago. 

Oh, I have heard of him I t hink . 

Yeah. 

He • e • •••••. 

Oerson. I would be a little worried 
A fai rly elderly 
about h im- he ' s a little t oo old. 

I think he's a friend ot Harold Ickes. 

Yeah. Yeah. 

Yeah. 
Then Jolalcolm Monroe ot Lou-- ot Now Orleans. 
tell you all about him. 

Ed can 
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Malcolm KoiU'Oe or !lev Orlean•. 

Yeah. Bethvell and Vebater ot New York -- he vae 
t oraerly general oounael tor the tederal Coomunioa­
tione Oommiaeion. 

Oh. 

He'e - -he's a Republican. 

·I aae. 

Re vae there before 1 33. 

Oh-huh. 

An excellent laVJer ~hough , and I think liberal 1n 
temper. 

I aee. 

Ed aay know him. 

Right . Well that gives ue a liat to work on, but 
aa I take it you -- your number ono ohoioe i e 
Procter? 

Yea, I -- I vould take him. I mean, I -- I have 
I'd nave complete oontidenoe in hi• and in hie 
ab111ty to handle a -- a Job ot th1e nature. 

Vould rel1x knov hi•' 

Ob yea, Fel1x knova him very vall. 

I aee. I see . 

Yeah. 

Vell, nov you're - - you're going into th11 th111C 
turther though youreelt, aren ' t yout 

Vell nov that 11 -- that I -- I don't know Vhat 
want me to do there. 

Vall auppol1ng -- I don't ltnov Whether you were 
'o aoak 1t all up yesterday or not. 

you 

able 
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Yeah. 

But it you vant , Vhat I'd like t o do ie to have you 
-- to have them give you all the taota and then Vhen 
I come back l' d like to take a halt a day and ei t 
dovn and diseuse it V1 th you myeelt. 

Yeah. 

You eee? 

Yeah. 

ibat•e Vhat I'd Uke to do. 

Yeah. 

I 1 ll be back in ten day a . Would tba t be agreeable? 

Tbat --that's all right. I' ll be glad to do that. 
I -- I think it vould be viae t o tey and get a man 
in right away • •• ••• 

Oh, I 'm going ••••.• 

• • •••• vho can perhaps guide Delano in hie oonterenoee 
that he'e going to have with A. P. Giannini next 
Monday. 

I ' ll do t hat at once. 

Uh-huh. 

I'll do t hat at once. • 
Yeah. 

t t Yell thenka tor all the time I'll do the a once. ia eeriout, and I'd like, 1t and thought, and thla 
I could, to teel that you advUed me ae to ll.J' 
aot1one • ••••• 

Yeah • 

•••••• until ve get to the point Where ve make up our 
mind vhat ve 1re going to do. 

Yeah. 
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HI!Jr: 
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I'd appreciate your adY1ce, becauee 1t 1 8 terribly 
d1tt1oult and there are 8 0 u.ny irons 1n t he tire 
t hllt people have other than the treasury. 

Yeltl. 

So • •• •.. 

One further thing •..••• 

Please. 

It you decide to cont act Procter on this thing . 

Yes . 

He oan get in touch with me and I can -- I can have 
a talk with h1m right here. 

Oood. 

You can check him through Felix very easily. 

Oood. 

And it you -- it would be eaey tor him t o come out 
and talk to me about the situa t ion •.•••. 

Yeah • 
• ••.•• preparatory to any ques t ion &8 to whether he'd 
wan t to ge t into it or not. 

o. K. that's a good idea. 

Yeah. 

I' l l do t hat. Well , thank•· 

All right. 

And you'll be bearing trom me when I get baok. 

r1ne. 

Ever eo much obliged. 

You' re welcome. 

Goodbye. 
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;r.!Jr: 

Jerome 
?rank: 

H:~Jr: 

F: 

P: 

h":~Jr: 

?: 

3:!·~Jr: 

F': 

P.l·:Jr: 

?: 

~::Jr: 

?: 

r: 

HMJr: 

F: 

H::Jr: 

Hello. 

Hello. 

Hello, J erry'! 

Yea, sir. 

November 8, 1939 
11:26 a.o. 

Well, how-- how's everything? 

All right. (Laughingly) Did you ha ve a good tioe' 

Oh, pretty good. I hope to -- I 'o go1ng away tooorrow 
tor a week or ten days . 

I see. 

I had a message you called me . 

Oh, well I sent over to you last nlgh t a confidential 
letter on that Comm1 ttee meet ing and perha!)s you 
haven't had a -- come to your attention yet . 

I -- I got lt but I - - I didn't know whether that 
wan it or not. 

Yea, I put -- I enclosed a letter that I drafted to 
-- in answer of the questions and I wanted to know 
it it was aat1stactory to you. 

Well, I -- I haven't -- I got it, but frankly I 
haven't read lt yet. 

Verr good. liell,ifrou --I'll wait until I hear 
troa you. 
And __ t hat 's t hat and we're going along n1eelr and 
working very hard on Bank of America. 

Fine. 

And •• • • . . 

The late -- have you heard the latest rumor? 

No. 
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Yeah. 

And 'h•' he'e -- G1ann1n1 1e v1111ng ~ t1nanoe h1a 
proT1ded th1nge are t1xe4 up tor hl• here. 

Well, 'he one I heard 1a J1•J vu go1ng 1n and I 
'hlnk -- well, I 'h!Dk -- I don• t know Where I got 
that - ~t Green ot thle 11aqu1re1 vae ~ baolt 
h1a . 

Oh. 

Yea , 'hat1 a rlght. 

Green. But a• long ae I'• here U aln't go1ng to 
'be t1xed up. 

Well, aaae here. 

o. x. 
(Laugha) All r1ght . 

GoOdbJe . 

• 

• 
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HHJr: Webb' 

Vanderbilt 
Webb: Good morni ng, air. 

h1·!J r: 

\: : 

~Jr: 

~!Jr : 

W: 

Hl:Jr: 

II : 

HMJr: 

' .. .. 

H:~J'r: 

Vi : 

'.1 : 

HHJr: 

W: 

This ie Henry. How are you? 

I' 111 tine . r d1d not get an opportunity to talk 111 t h 
Mr. Orr about this. 

Ye a . 

But -- but I' m t l:1nking i t over -- I thought it over 
a lot yesterday. 

Right. 

And then I took the liberty, becauoe I knew you 
wouldn't mind , or talking lnet oad with Mr. Debevoiee ~) 
who ie hie 1111mediate personal adv11er on legal 
matters and 1t'e really under Whom I' m working . 

Ri ght. 

And we t alked about it a t some length this morning. 

Right . 

And the thing t hat oocured t o me yesterday after - -
I was etuoi d no t to have it occur to ae at the tiae -
and it 1mioed1at el7 ocoured t o blm, and t hAt ll&kea me 
reel I Bbould not do it .••..• 

Yea . 

....... no 
be • • •. • • 

Yea • 

aatter - no ~~~&tter how in t eresting u 

••.... is the cloee connection here with a certain large 
bank, with Which 70u are famili ar. 

I understand. 
tact that as you know, there's 

And part1oularl7 tho b k t hat's i nvolved on the 
another certain large an 
other 81de. 
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HMJr: 

V: 

!'Jar: 

11: 

ID!Jr: 

V: 

H!~Jr: 

W: 

lillJr: 

W: 

Hl!Jr: 

\' : 

HYJr: 

>: 

HY.Jr: 

W: 

404 
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I tee. 

And 1 t aeeme to .. t hat it m1ght be preJud1cal to 
ever:rbody to have 1t -- 1t th1e proposed action were 
reoolll:lended to have 1 t come out that I had been mixed 
up in it and that chargee might be made that ••• ••• 

or oompet.1 t1on. 

There's-- yeah, there was an ettort on the cart ot 
the bank to do somethi ng to the other bank. · 

It never oooured to me. I aay, it never occured to 
me . 

It didn 1 t occur to ce until a ttar I lett :rou :reatel'­
da:r. 'fhen I began to think about 1t and it oceured 
at once to Debevoiee. 

Well ••... • 

And I thi nk that ' a ...,babl:r a reaeon wh:r, trom both 
your standpoint ae well a• cure , it would be 1n­
&dv1eable to do it. 

Well , untortunatal:r there are ao many naety-minded 
people around I can eee that they would t b1nk that . 

And -- and one very apeoitio one, 1n t h1a aituation. 

'fbat ' e right. Well , I-- I can't 
t.A-r . 

Yeah. 

I •• ••• • 

I bave no 

Well I' • avtullJ eorr:r, and I apprecia te :rour th1nlt-
1n ~boot ce and I don 1 1: teel a a aorrl' tro" your 
et~dpolDt 88 I otherw1ee would, beoauae aa I told11 
:rou :re ... rdar, I'm' not aura t hat I'd be awtull:r ~e 
qualit1e4 an:rwa:r· 

Well, I wae - - I Wa •• at i atied you would have been. 

Yes. 

b e Other ti-e I 11181 aalt you 1:o helP out 
And ... ,. e 101!1 -
on eo• other aatt er. 
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Vell, i t vaa tine to ••• you and I hope you han a 
grand tl1ght veat. 

Thank you eo cuoh. 

Goodbye. 

Goodbye. 
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HMJr: 

Jerome 
Prank: 

!!HJr: 

!': 

Fl!Jr: 

!': 

ID'.Jr : 

!': 

~!Jr: 

F: 

h1!Jr: 

HMJr: 

p: 

!!J.!Jr: 

!': 

~~:Jr: 

l!HJr: 

F: 

Hello . 

Yea, 11r. 

Jerome . ••• . 

Yea, air. 

Moveaber S, 1939 
12:()4 p.a. 

.•• ••• I have in my hand tvo copies or a l i st or 
Brit iah aeouritiea . 

Yea. 

I want to send over one to you. 

~·· · 
They aizzle 1n MY hand . 

I beg pardon . 

They ei zzle in m7 hand. 

( Ohuoltlea) Yea. 

What time could you reoei ve theea7 

Oh, anytime you aay. 

Well ••. •. . 

I 'll be here t or -- until one o'clock certainly. 

Well, I want to write a letter. Supposing I get - ­
right attar lunch. 

Very good. 

And I'll Just write a let ter. I ' m going to aak you 
to aign tor it. 

And then you'll let me xnov abou t that le t ter to your 
oolllllittaa. 

That • a right. 

o. x. 

40S 

Regraded Unclassified



II onaber 8 , 19:59 

21:515 p. m. 

Preeent; 

Mr. Banu 
Mr. Gaston 
Mr. Ir&J 
Mr. Cairns 
Mra. ltlotz 

HIJ .Jr: {To Mr. Cairns) All of your auoc1atea 
are out somewhere eo will you pinch hit tor themT 

Kr. Cairn a: I will do my beat. 

IDI.Jr: Mr. Greenb&wa e alled me up toda7 to aa7 
this memorandulll on the eo-called Twentieth Centurr­
Sohenok caae, eto. , et al, is in. Seat Waa in the 
prooeu of ooaing in, ligned b7 ltnollenberg and hiuelt. 

The thing that I am thinking ia the next move 
would be the preparation of a letter to the Attorne7 
General, to be signed b7 me , restating the oaae and 
&eking h1a -- t his ia the w&J I feel, all aubJeot to 
oonterenoe - - that the oaae be tried 1n New York. It 
there ie unan1110Ue agree•nt, or 7'!J1, agree .. nt, in the 
Treaaul'J that th1e 1e the procedure, I would like the 
letter to go up to Greanb&ua and Inollenberg to have 
thea paee on it and if ti-e 1e the eeeanoe it would be 
one of the few letter• to be eent out to •• to be signed. 
But I am willing to sign th1a IIIJ&elf, beoauae I talked 
to Greenbaum and aaked him 1t that ia the next 1110ve and 
he .aid 1••· 
randum 

That letter to be baaed on the memo­
iinballlll and Inollenberg. 

1111 Jr1 Baaed on that and incorporating that in 
the leti'if'to the AttorneJ General, but asking that th1e 
be tried in Jew York b7 tbe United States Dietriot At­
t orneJ. At first blush how doee that aoundT 

407 
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:t.lr. Ranes· All ri ht 
1935 return and ~ot oi g •, taking Schenck on t he 
but going back to th~ t~a~a~ ~~o the r eorganization, 
and t he bri bery? e rna in 1935 and 1936 

ctLae; 
~~J~: i~a I understand it, there ie the bribery 

r r y ot Byott, I suppose • •• . • 

ot\ae . 
Mr. Irey: Byott baa not been oixed up in this 

Mr. Hanes: Sohenek ' s income tax aub'eqhen·tto,the 
reorganization. o w ~ 

3Q-40, 

Ur. Irev: That ' s right. 

HM ,Jr: I thouth t it was 1934. 

Ur. lrey: 1935. 

H¥,Jr: And the lo% 
wnenever he got it. 

that Zanuok got tro~ t he 

Mr. Ranes: From 2Q-30, t hat ' s rip,ht . 

Zanuo~ ' s extra 1~~ ; ~,Jr: Whenever he got i t . 
Schenck a •• • • 

Yr . Gaston: • .". later returns. 

HM ,Jr: later returns and the bribery case. 

Ur. lrey: The Zanuck esse , they are going to have 
d1tticulty getting that into New York becauee he tiled in 
Onl1tornia , and whet her 11e can get jur1adict1on .• •• • 

HM ,Jr: l!y feellng 1'10'Jld be, as a non-lawyer, try 
what you can 1n New York and try and win there and after 
you have won there then go the other placs . 

.;oa 

Mr. Hanes: And your letter wants t o follow specif­
i cally their =emorandum just aa 1t is? 

Hll,Jr: That' a right. And I think in t his case 
1t 1a something I ought to sign myself, but it would be 
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following J:nollenberg' s and Greenbaum' 1 memoran<!wl. 
And then in this oaae , which h 1101t l1kel7 clear to 
you people , Greenbaum ra1aea a point. Re telt that 
we would haYe public opinion with ue more in the tuture 
it when we haYe these caeee, like this , that when we 
a tart -- I think I am r tgbt in qu ot1ng him, but you 
tellowe can correct me -- a Grand Jury procedure we 
immediately get out a 9()...day letter elapping the tax 
on them. Is that rightT 

Mr • .Irey: That's correct. 

HII1Jr: In other words, not to w.1 t until we 
win or l ose a oriJUnal. case, but I take it when we 
decide to go ahead, i-d1ate1y get out a 9()...4&7 letter 
olailling the tax on 1935. Ia thAt the wa r t he7 eaid itt 

llr. Hanee: Yes. 

1111 Jr: And not wait like we do now. 'fe try a 
oase,--"'!Fwe want a criminal auit..-then eubseqaently 
we get out a 90-day letter. 

Ur• IreYI That' s the way we haye alwaye done i t. 

~~ And Gr eenbaum 1s suggeetina we do the two 
thinge ifiU!taneouslr. 

Jlr Ire • I don't agree with him on it. I would 
lU:e a cb&nce {~ diseuse it eomet1me, but t bat's his sug-
geation. · 

1111 Jr: But ' Johnnie • are you willing to take th11 
and o~ ball when I goT 

•- d - .. nd the le" lr • • • • Mr . Ranee: Yea. an •" 

Mr. Oeston1 .... to Greenbaum. 

~~ (to Cairns) Is this too muoh Gr tor you? 

Mr. Qa1rne: 
~oltgroun4. 

No. I haYe a general idea of the 

II!Llrl But I would not let 
I woul d'IiiP th11 thing pushing • 

too .uoh t i me pal l • 
It'• all Treasury. 
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lo!r . Hanea: 'l'hat letter will have t o be drawn 
by the Leg81 Department. 

lo!r. Calma: We will do it immediatel y. 

HII.Jr: I want Llr. Helver1n& to 1n1t1al 1t 811d 
Wenebel t o 1n1t 1al 1t and lo!r. Irey and Hr. Foley and 
I woul d like 1t aent to me by u~. Hanea when he reels 
1t 1 s ready, and paeaed on by both I nollenberg and Green­
baum. 

Ur. Ca1rna : Before you get 1t? 

1\10 

HM,Jr: Before I get it . And then we can have 
Cahill come i n and have a good heart to heart talk with 
h1l:l and give hie all the hel p he want a. 1!111 you (Cairns) 
report that tbenf 

Ur . Calma: Yea, i ndeed. 

oOo-oOo 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COioiMUNICATlON 

fROM Mr. Ooohrul 

.tot 5115 loftal>or 6, llr. llrl.koon, C-ro1al Oow.oolor of \be Swodhh 
LopUoD, tolopboud ao \o \ho ottoot \bet hh ott1oo bad rooohod the 
tollow1DC oa'blosr- rroa \ho 0onl'1lor ot tile ...,11: of Swodan: •J~raaaMo 
bao aaloo4 ua to ooll put of tho cold oaraarlood tor hh accout a t Stooll:­
hola to low Torll: tor ~lr::iDc tbero. 1Je ban aoll:o4 holl:o ~ ...,_ 
ll&l"lt111C for lr--0 a o ...... robactaa\ t o ben foro1p coU. --
1a ow - · 1Je l>oJM •oh1ac\oD liN ao o'bJoouon. :looth. • 

1Je ha4 ao word t r oa tho hdoral a.oorwo - OD tbo nmlDc ot ..,._ 
'bor 6 1a .._..4 to th1 o t.-..oUon, aa4 ao• - ... ..,..,.. 7, o1Dco th1o 
•o a hol1dlllf 1a In Torll:. 

!lll.o for...,oa I tolopb.oaod llr. laob \bet tbo Swodioh LopUoa 1a 
t b1o oUr ha4 ulcod • ,..thor a traaoacUoa bad 'booa ao-tod 111b1<>1> 1a­
TOln4 \he \raaafor of aor\a1a COld __.,li:od far tile - ot Swde at \bo 
lodoral a.oern llallll: at low Tarll: to tho - ot Douarll:. holl:o told .. 

.;n 

tbat a aortaia arr-c-at bad "GOOD aon-\04, but tbat at o-obat a dit­
toront \7JM troa tbat 4ooor1"ao4. Ia acaordoaao witb.., roqo.oot , ho tol ... 
phono4 t o ua tho t on ot tho aUaohod oabl oo ohioh aowallr dooor1'bo tbo 
traaaaoUoa, liaoo tbio •o aot a oaoo of \raaotor of cold troa one ........ ll:od 
aaoouat to aaothor, lnlt of oboncfDC tbo diopoolUoa ot cold 1a tranoit, tho 
Jedoral lloMrTO 1oa1< bad 'bon ablo to oarrr out tbo 1aot1"04Uono witbont aar 
rotoroaoo t o \ho ~O'IU'J, aad t ho Mttor •o oottlod. Coaoo'l.""nU;r, I h l o­
Jihoae4 tho 8w41oh LopUoa t o t h.io ottoot . 
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~·· ....... 
.. Toft, I. T • ... , '"II. 1,)9. 

-.tenia~ - •lAo - lAIUw leo Ml• 1 J*- MM ten­

be alteM laaV.t~ P1aee .... , .. u .. u ......... ,. 
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·-· no. b .. ht ho.U..' llanhoa 
hf.oH1 .... lift Jult, 
1., T ... Jr. I,T, lla'"' ·~ ... 1939. 

eo._,.. plt .._,,.... ...... t .. - .t ~-­

II&U••'hek, I 'Me,_ u - tu. IrS.~ --u- u. 

:a .. t. '117 ~ol•phovl troe llr .• l'aoloo'o loorow7, 
.. .-... . 1939· 
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Hl'.Jr: 

Operat or: 

Hlo!Jr: 

Marriner 
:::coles: 

!I:!Jr: 

£: 

?w.Jr: 

l!l~Jr: 

E: 

H:.:Jr: 

E: 

~Jr: 

E: 

!:!-!Jr: 

"· ~. 

HMJr: 

£: 

Hello . 

Go ahead. 

Hello . 

Henry ••.•.. 

I thought you were going away. 

:~:!•ber S, 1939 
•-"? p.m. 

I'm goi ng in about 30 minut es. 

'Attaboy, you're just 24 houra ah d ea or ae . 

Oh, is tha t rightt 

Yeah. 

Well , I understood you wer e going to get away. 

Yeah , I ' m goi ng away tomor•·ow ni ght . 

And - - well, I told you last we ek, I think !t was, 
that I was pl anning t o go away and asked you !f you 
saw any -- any reason at thAt time and told you I 'd 
oheok t:1th you before I left. 

That ' s right. 

So you said you saw no reason then and so I •a check­
i ng nov. I 1 ve got to go to !lt. Louie in anr cue 
but I planned on continuing weet !rom there unless 
there vas aoae r eason tha t I didn't see !or beL~ 
hare. 
No , I expect to go t oaorrov night &nd I hope to be 
back here a week troa Sunday. 

Uh-huh. Well , I ' m going to stay away longer than 
that because I have to -- I have t o go turther, you 
eeet 

I eee. 
!hat' • too damn tar to go out ther e exce~t once a 
year - 2500 atles - and eo When I go I like to stay 
a 11 t t le while. 
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IIMJr: 

E: 

IIMJr: 

E: 

Hl!Jr: 

E: 

!ll!Jr: 

E: 

HMJr: 

E: 

- 2-

Vell, I hope you get ooae reat and eome tun. 

Well, thank you. The same to rou. 

Thank• tor calling. 

Se e you When I get baok. 

That's right. 

Goodbye. 

It an;rth1.ng happene tho.t I think ,-ou ought to know, 
I ' ll giYe you a ring. 

Yell now, I ' ll tell you, I 1a -- ay ortice here will 
know where I am and I'•• said, or oouree, that I 
don't want to eoae back but-- but I can do Just like 
I 414 'before - I can alwaye oateh a night pl ane and 
1n 12 hours ••. . .• 

415 

Yeah. Yell, 1r eomething breake thnt I thlnk that you 
per.oaally ought to know I'll give you a ring or-- or 
-- either I or Johnny will give you a ring. 

Yeah. 0. K. then. Thank you. 

Goodb,-e . 

Goodbye. 
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Hl·!Jr: 

Operator: 

H:~Jr: 

0 : 

'-'·•• T • ····"r· 

C+ : 

0 : 

;r:.:Jr: 

Geor ge 'II . 
~encho.rd: c .... J ., .. r: 

R: 

:-!!~Jr: 

R: 

R: 

r!l!Jr: 

l\: 

ir.~Jr: 

Hello . 

~ovember 8, 1939 
:55 p . m. 

Secretary Hull h 1B t here. as gone tor t he day. l(r . Renohlll'd 

Renohardt 

Yes . 

Ot h18 office? 

Yes . 

All right , let me t alk to him. 

Go ahead. 

l!ello . 

Hello . 

Henry :!orgenthau, Jr. 

Yes, air, Hr . Sec!·~ tary. 

Hr. Hull • .. . . . 

He lett a -- a rev moment s ago, ~~. Secretary, and I 
don ' t expect h1m back. He had an appoi ntment outside 
the department . 

:/ell nov , you gtve me some advice. I don ' t knov 
Whether you're familiar Vi~h th1e e1tuat1on but 
both American Fl.agshi ps and t ore1go flagships are 
tied UP 1n various porte •••••• 

Yea. 

41S 

••••.• laoking clearance certi ficates which t he Treasury 
has to have through Customs. 

Yea , sir. 

Nov , State , Commerce and Treasury are all 1n this thing 
and ve ' ve reached an impa n 1 becauoe the lawyers von' t 
agree. 
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R: 

!O!Jr: 

R: 

!il!Jr: 

R: , 

~·!Jr: 

R: 

R: 

!ll~Jr: 

HY.Jr: 

R: 

HMJr : 

R: 

Opere. tor: 

R: 

- 2 - 417 

I eee. 

Let me give you -- nov, wha t I'm trying to get ia 
a meet'ing top1ght ;yet oalled by the Beoretar;y ot State 
ot the people involved eo that we oould -- it we oan•t 
asree ve oould have tvo memorandums to lay on the 
President• a deek tomorrow morning. Ia Mr. --nov What 
would -- how oan I get that donef 

Well nov, our lii8JI over here who ia in oharge ot ah1pping 
11 8augata4. 

I t h1nk you've got to go either- Mr. Hull or Mr. 
Vellea. 

I aee. 

Vall nov just -- may I aee whether Mr. Welles ie here, 
Mr. 8eoretar;y! 

Yeah. 

All right , air. Just a moment please. 

(Brief pause. l 

Mr. Secretary, Mr. Welles 1s in hie ottioe and I'll put 
you right through to him. 

Thank you. 

(Brief pauae. ) 

Hello. 

Juat one aoment , please, Mr. Secretary. 

Hello. 

Operator. 

Yee , 

11 through to Mr. Wellest Would ;you please put t hie oa 

All right, e1r. 
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11ellee• 
Secretary: Hello. 

Hl:Jr: Bello. 

lf ' a Sec: Mr. lfellea. 

!!MJr: 

Sumner 
'oiellae : 

!li(Jr: 
... .. 
!l!·!Jr: 

ll : 

1£(Jr: 

:r.:~Jr : 

I!!I.Jr: 

V: 

~Jr: 

H:·!Jr: 

W: 

'l'hia la }!r. Morgenthau. 

Hello . 

Sumner ••..• 

Henry, bow are yout 

I'm all r1ght. 

Hello. Hello. Hello. 

I d14n' ;; toh1nk you were co!lllng back un t1l tomorrov. 

Yell, I did to olean up eome th1nge. 

Let me express to you personally my Yory deep grati­
tude at What you did on Saturday. 

Well •• . • .. 

It vaa a great belp. 

We••e got to at1ok together. 

Well, you bet, and tbanka a lot. 

Well , glad to haYe done lt. !be Pree1dent aeeoed 
pleaeed - I bad luncb v1th b1a yeeterday. 

Fine. 

Su.ner, I baTe 1n tbe ottlce here Hanea and Baell 
Rarrla and Huntington Oairna. It'• thla queetlon 
about American Plagshlpa and foreign tlaglblpa. 
Two ahlpa, tor example, bad aalled trom Seattle 
betore the Act paeeed were put in to San rranoleco 
to take on add1t1onal cargo. We, in the Treasury, 
haY& to get oert1t1oatee tor them to ea11. 

Yee. 

.. 

418 
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... .. . 
~:Jr : 

... .. 
:!::Jr : 

\1: 

,. . : 
H!·:Jr:· 

.,: 

:::.:Jr: 

- 4-
il9 

There 1a diaagree.aent b tw and our lawyers. e een State Department lawyere 

Um-hm. 

Theoeboeh1pe are loading -- they're all over 
are a ut 20 ships involved. -- t here 

Wha t 1a the ultimate port ot destination? 

Juot a 
(br1et 
por t a . 

I soa. 

minute let oe as'· -- "nit 
) 

A w a minute -- what 
pause they say Liverpool or !-larse1lle1se 

And Berle 1s t~1n:; o:1e ,oe1 t ion and Huntington Calms 
i e taking another • 

Yeah • 

And -- of course, i n the Act the au thor1 ty -- Congress 
gave ,ou people the authority. 

Yes . 

It's causing a great tinnnc l al loee to a number of 
peo:~~le and -- and the knot has to be out . 

Yeah • 

And what I vas calling -- I tlrat called J.:r. Hull and 
he haa l eft and !'c calli ng you ia that I think that 
theac men ough t to get t ogether tonigh t and ei ther 
agree or disagree so that both brief a could be la.i d 
before t he President to~orrow morning. 

I agree wi tl": you tully S.'l:1 : 011 talte steps to see 
that t hat' a done at once. 

Now oould -- could I (chuckles) -- ~ow -- I sort of 
hesitats about t hla, but in addition to Serle couldn't 
someone like HackWorth get 1n on th1a? 

Yea, 1ndee<l . 

What? 

Yee, indeed . 

Regraded Unclassified



IIMJr: 

11: 

HMJr : 

W: 

IDIJr: 

V: 

HMJr: 

'II: 

IIMJr: 

W: 

HHJr: 

tl: 

IIMJr: 

V: 

- 5 -
420 

An4 I 4on't lm.,:r.u. tr011 Co-.roe but let,.. aalt -­
(talka aa14e) well, Huntington Oa1rna ea1d it he 
lmowa -- lt he'• not1t1ad that the 11Ut1JI8 1a go1.ng 
to take plaoe , he'll get ahold ot the Oommeroe people. 

All r1~t. I' ll ask them t o get 1n touoh v1th h1m 
1lllllle41ately. 

Yea. But the point i a, 1t t he:r oan•t agree then there 
ehould be tvo br1eta and those two br1eta ehould be 
torvarded by State to t he Pruident and let h1.m deo1de. 

I ' ll be glad t o do that . 

But it'• - it1 e great t1nanoial hardeh1p. 

I'll be glad to do that. 

So 1t you will han BOmeone get 1n toua!l w1 th Cairns? 

I'll aek that they get in touoh th h1a at onoe. 

R1ghto. See you soon. 

All ri~t , lleJlrY• 

Thank you. 

I'll look torw.rd t o eee1ng you. fhanlte. 

Goodbye. 

Goodbye. 
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HMJr: 

Operator: 

HHJr: 

Fiorello 
LaGuardia: 

HHJr: 

L: 

Hv.Jr: 

L: 

rJ!Jr: 

L: 

HMJr: 

L: 

IIMJr: 

L: 

!lltrr: 

L: 

HHJr: 

L: 

HMJr: 

Hello. 

Mayor LaGuardia. 

Hello . 

Hello. 

How are you' 

Mr. Secretary, how are you' 

NoYember S, 1939 
5:10 p. m. 

I ' m all right. !!ow• a the MayoM 

Fine. Look, Mr. Secretary, the -- your Department 
has been purchasing the suppl1ee tor W.P.A ••.... 

Yea. 

•••.• • wh1ch we pay tor. 

(Laughs) 

And nov we -- I contribute 9 millicn dollars cash 
and -- oh, more - 9 million dollars in outright 
appropriations and then on each proJect where the 
capital outlay or assessment -- oh, it's about -­
I 'd say about 14 million more. 

What's the oatter, did we •••••• 

About 23 m1111on i n cash. 

What's the matter, did we keep all the co~o1ss1on' 

No, t hat part ot it 1a all right, but your can 
vae crying the other day. He say• he wants us to 
contribute more to the coat ot purchasing to !inieh 
the year and I haYBn't got it. 

Well , why would my man say t hat' 

'!'hat 1 s tine. 

I eay, why should my man eay that? 
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Ria appropriations are running abort . 

Well, Vhat the hell , he • a Just a buying agent . 

That' s it. 

)22 

I mean-- I don't see thnt it ' a any ot hie bueineee. 

Well, I Just wan ted to tell you the t aota. It 1Bn' t 
that we're ducking anyt hing. The contri bution that 
wa•re making has Just got me right up to the very 
tip or my hair. I -- I can't - - you know, I' m not 
-- I 1 m not the Secretary or the Troaaury, I 'm Just 
a poor ot a Mayor •••.•• 

(Hearty laughter. ) 

•••••. with lLalted power. 

loba t tellow got a fter you tor more money? 

Forbes. 

\lo'ho? 

Forbes. 

Forbes? 

Ford - Ford - Ford . 

How do you -- Ford? 

Yea. 

Oh yes , he ' s the director t or ~ev York. 

That • a right . 

Bee t ha t it' a anv or h1s damn business. Well, I don't ' 

That • s what I think. 

t/httt? 

That ' s what I think. 
t he r nurchas1ng agent. 

Well , I mean, he'bs ;;~:ya~d\e • a supposed to go 
He's given so muc 
ahead and do t he buying . 
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Yee. 

But how the allooat1on ot where the money comes trom 
ae long al he gets the money that•e --in the bank, 
that• a his busineae. 

Yeah. All right . I j uat wanted to tell you that 
I oan •t give any more than I'm giving. 

Vall, that 1an1 t my Job. That's up to Harrington 
and Carmody. 

Yea. 

And a tellow b7 the n&J:la ot Roosevelt. 

Well, he's all r1gbt. or the tbree he's all right. 

Vhat•e the matter with me' 

Oh, ot oourae you're all right , but you d1dn 1 t put 
roursel t in. 

(Laugh&) No , I ' ll tell Ford t bat he should keep hla 
nose out- that ' s none ot hie business. 

Fine. Thank you very muoh. 

R1ghto. 

All right, thank you. 
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