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CorporatiOil can llllke loans to an Alaericen corporation 
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Lat1D America (Oontinu~) 1 
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Gaston rea!.Dd~ ooctarence ehould not oc.ait 

co.-ernJMnta to aeything beyond tu.rtbar diaouaaion 
and stud;f - U/17/39... •• ••• • • • • • • • • • .. • . • • • • • • • • • 223 

llaab!.Dgtao daa1rad tor 1940 conterenoa- ll/lB/39··· 
a ) TI'MIUI7 anner1 1Drttation cannot be accepted-

ll/19/)9 •••••• •••••• ••• •••••••••••••••••••••••••• • 
1) HM:r and CocbraD contar ••••.•••••••••••••••• • 

b) Gastoa aal<a H••• tor recoaaidaratiOD - U/20/39 •• 
lobla, !dard1 WeUaa and IIIIJr diacuu l'llR 1a intention 

to inatruot llobla to oonault llliJr and llaUea betora 
tak1D& &QJ aotloo- 11/22/39·····•••••••••••••••••• • ••• 

a) For Iiebl• 1 a oonnraation nth HIIJr, 
H41 Book m, pace 146 

~tiona Control Board (llational)l 
Tin-plata Sorap1 Li canau tor exportation of 

durinc 1940 to be diacuaae<l at ••tinc - U/21/39 •••••• 
a ) Baell Ht.rr1a to represent Traa111117 

latberland...aalpual ror uaainat.1on of Stat& Daputa ent 1 s 
cablacreaa tree Jo.-...,er 4t.b to loYOIDI>er 18tb, 
aaa war Conditione - Belgiua-latbarl anda 

lleutrallt7 Act of 1939• llap ehowin& affect sect b7 Berle 
to BMJr- 11/22/39••••••• ••• ••••••••••••·•• • •••••••••••• • 

Purcbaa1D& Kiaaion (Britiab..French) 1 
Koonat. t o bead ora&Dization with main ottioe in LondODI 

Bulli tt ctble - ll/18/39 •••••••• •• • •••••••••••••••••••• 
a) Britial>-french Board tor a:yncbroni .. tion between 

purcbaainc aieaione ot Great Br1ta1D and hanoe 
and witb United Statea Gonn..ent &lao to be 
aetabllehed• Artlmr Purrte to ba c~ 

1) Daladier anxl.owo t.o lalow whether Pv.rrte 
1a ll!ttoQ! ~ in t.ba biput d­
to tlni~ St.atae GoYarnact 

a) Approftl iadicated in repq - U/20/39 • •• 
Joint lliaaion lal>d~ in entire l'rench preaa - ll/lB/39· ••• 
Britieh and French toreicn """""n"' reaouroe11 

Whit e ... orandua- 11/21/39 ••••••••••••••••••••••• •••••• 
l'rlt.IIOI I 

Duralua1D1 Speed-up ot l'ranch ordare plao~ wit.b 
Uuainua CorparatiOD ot Jaerioa oonaiderad b7 Wall•• 

&D4 ColliDe- 11/~39··············~········ · ····· 
a ) To be diaouaaad at oODt-• in war Dapart.Mnt -

lill>ur, ot Aluain- Corpmoation ot Jaerica, 
to be preeeat - ll/2o/)9 ••••••••••••••••.••.••••• 

b) Actual oontar.Dc•1 preMiltl Cbiat of ~ Air 
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repreMilt&tiYO tree Joluuloll•a ottioe, llllbur, 
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1) J oluaaon 1 e interest. in -inc diaoueaad b7 
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~t, !Wr, hank, Cochran, ADd Butterworth -ll/2fJ/)9............ . ... ... . .................... 223 

a) BlUr upl&ino DAI1thar IIDJ.ted statio 
~t 110!' ~ of ita acco1u 
lbould. ll&lte loana apil>lt theM MOIIZ'iti .. 

b) N>Uo1t;;r d.ieouaed 
o) Liquidation or 11>d.1rect ii>Teltaenta 

&leo dieoueeed. 
d.) Dioou11ed b;r 'treasury group ADd J'raak -

U/21./39 • · · • · · • · · · · • · · · · · · • · · · • · • • • • • · · · • · · · · 1) Coobr&A IMIIOrand,. on .. eti~~& 
1a Fronk 1o office- 11/21/39········· · ·· 

Stratogie War 11&t.r1&111 
Tin-plate Sora pi L1CIIUIU tor exportation or 

dur1.J1& 1940 to be d.iecuaeed. at .. et.ill& of 
llatloual llunitiono Control Boerd. - 11/21/39 ••••••••• 

a) Bull llarrie t.o represent Treaeur;r 
Slritzerland.• 

Straessle oonters ao ailltary situation with !Wr, 
lbite, and Puleltoo- ll/21/39··••••••••••• • •••••• • • • 

TYler, RoJUJ.• 
Opinion oonoernil>a S.itzerlaDd., the Balkans, It oetera, 

d.1eouoaed. with Bullitt- 11/21/39 •••••••••••••• ••• •• • 
u.s.s.a. • 

Geriii&IHJ.S.S.R. Trade Paet: ra~ or first atoge -
U/21./39 ..•.•. · • · · • • • • • • •• • · • · • • · • · · • · • • • · · • · · · · · · · · · 
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PA!I.U'DA8B 01' 1'ELECIIWI BEN! 

!01 American Legation, Ouateaal.a 

DATE: November 17, 19~9 , 7 p.m. 

NO.: 62 

J'ROM TREASURY FOR GASTON. 

1 

We are told by the Department of St a te that eo far 

the Washington meeting baa been occupied only in prelimi­

nary formalities and the vork of organizing. Fiaanoial 

and monetary queatione are to be considered by one of t he 

three ooamittees that have been oonetituted, but the vork 

of th.1e ooCI!!l1 ttee baa not yet really been started and v111 

not reaoh any phase of important d1eoueeion until MondaY, 

the 20th. 

The State Dep.artment indioatee, and we oonour, that 

t here i s no need for your delegation to be over-anxious 

oonoerning the possibility of overlapping in study but 

forethought should, of oouree, be taken and any necessary 

arrangements for coordination be made. 

We aee\llle, in aooordanoe v1 th our talk before you 

l eft, that the conference at Guatemala v1ll not undertake 

to oo-it ·governments to anything beyond further d1aoun1on 

~d s tudy. 

r WELLES 
Aot1ng 

Regraded Unclassified
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2 
TREASURY DEPARTMENT 
INTER OFFlCE COMMUNICATION 

DATE Joyoab ... 17 0 19}9 

.u l2t55 \hie DOOD, Oonnor llarriaoll of .a.. :re«.ral Rat...,.• Jak of 
lw torlt \ol4 .. bT \ellpbono t.ba\ late \1111 foNIIOOil .., l.Jipor'-t lw torlt 
:a...Jt 11M let hi.- I<:Dow \he\ \be tilllllcial e4Uer of \be J..p, 11 to heYe .,. 
u\iele p&'bl1lhe4 o• 8lu>4q wi\11 rei]>IC\ \o the lllplicaUou, pcl1Ucal ...a 
o\berwile,ot \be feAeral Rat...,.. Jak aeUac aa t1ecal .,.,., of t orelca 
co•~•h. !be J.. P. 11M \alepbODe4 to llr. lpnl&l't otn .. ...a hl4 tolt 
hit tocret&J7 t.ba\ he wol&l4 ltQ to hen uq _, troa ltr, llprol&l 1lpOD 
\be orUale, All4 "-tired. \o lalow vhe\11 ... llr. llpro1&l wieheA \o - U, lo 
replr \o \be J..P, 11M 71\ llllll ciftll 117 Mr. lproal. Oonner llarr1101l \ol4 
.. \bU he hl4 oalle4 •• ott ... t11l411le t.ha\ lJD4er llecret~~rT ._t wee 1>0\ 
1c the Dep&ru•'· 

I \old. Oonnor llarriaoll ... I woul4 oall h .!..- boOk ot\u "''"lr1DC .a.. 
quuUoll eYer, u4 otter \llld.llc with Mr. Dlotf1al4. llr. Dlotf ial4 11M let\ 
t or lUMll b7 \be u .. thie ooJlYiruUoD w.a -..a_ u4 wheD I returud. troa 
lllDCh, llr, Dlotf1al4 hl4 l et\ hh otn ... 

Oonnor llarrholl oalle4 .. • tecoll4 \181 a\ } P,J4 . le ui4 t.ba\ a 
friallA of hit 1c one of \he lw York bOIIII:a 11M - \Ill arUele ~r 
rat ....... e , All4 WU Pille \o tend. it \o .a.. 0oYenor, ICr, llarriaon JIM lie on 
\ol4 t.hat the article wu quito crUiO<Il, 1011t1cc the pc1c\ .a..t \be lew t orlt 
b&DII:e 4o ao\ 1 111:& \be pl• 1c 'F'OUOil; t.ba\ U cono\1\ol\ .. a YlolaUoD of 
.a.. 1.,.\rali*T Ao\; &D4 \bat the ...._,t wUl proht\ ap1cl\ u. !he 
0oYUDor 414 ""' I<:Dow how WI ooul4 etop tho plbll.caUon of \he arUcle, lo 
\hoap\ U ~\ aalco the 11W..\101l worte U \be fe4oral ll.at~~rn Jank 
aooep\14 .., e4't'11110e4 cow from \be J..p, All4 &a11l814 uq reepcnt1bU1i7 tor 
141Unc U, llr, llarriton pl&DI104 \o pbou 0oYII'IIoOI' llanooa el>ou\ U u a 
MUer of ..-1'4. 

later \hit ot\ernooll I epcke Yl\11 llr, Do&tt1114. lie l ol4 - that he bad 
oontit\en\17 ar414 ott qu11Uont 1c rep.r4 \o \he epecial accOUDh with the 
Po"-ral a .. ene Joar4 tor pvchaticc ooaahtlont bT eteUnc that \hie • • • ... tter tl..apl7 bet,..en oen\ral bonll:e, ..,a that \be onl:r plaoe in 11athil1«\on 
troa 'lhioh 1ctoraoUon 1c rep.r4 \bere\o ooul4 be ob\alne4 at \he Board. of 
Oo•ernore of the fe"-ral a .. ene llrot•• llr, Dutt1el4 ..,4 I 4houue4 \he 
"-olrabUU7 of hh tel lr1nc with llr. :nuo\ !hurnon 1c rep.r4 to the coainc 
J..P, o\01'7, It wao cl8c1UA, hownr, ...a after I bad \&llDo4 OYer \be ... uor 
wUh llro, IJ.etl, \Ia\ no aoUon ab01ll4 lie tekea b7 ,.. 1c \be ab- ot the 
8ecret111'7, U the fe"-ral ll.a11ne hal< aoll:a ,.. \o c onfer 'oltore \be arUole 
appearo, llr, Do&ttiel4 would. oee llr, !lll&roton, Othertrl.oe, tho i!ppe&r&llOO ot 
\ho article will be awai\e4. 
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TREASURY DEPARTMENT 

INTER OFF'ICE COMMUN ICATION 

D ATK ......... 17 0 1,, 

TO leoJ"I\u'J ........ ~ 

•IIOW .... DoeluM 

!be a ... .-e\u'J \el~M4 • t .... .Azot110M at Usoo o•wc \Ilia •l'lllal· 
Be IJOoV.Oh& • ~ 'lll'bc IIJOI1t to 4a\a aa Mill -er- t .... \loa la\llarl.M&a 
aa4 :a~ oo \llat I - cln lot. a ~ .W...t •• ..._ •I"IWII-
.t.th.- - -•aatla ......, I .u wx a to wUII .... IteM ta \1M otttaa 
ot \loa ..... e\u'J ot 1\ato to plfti\ • to - ... 1.,..._ a :Jo1c1.iM - U.. 
lo\ll•l.M&a ot\Ur \Ilia at\oi"Moa or latoaftiiJ ...-at.c. 

tM ...,..,\u'J aaw • ,._ ....- tw-1_.. boa I.o...._ ( .... .,, P•) -
ooatas to Wub111P1a. I 1"-s>l1M til» .... :tiua\ baA 11\ • ll:aonr til» 
Ill'. ~ - ..... 11.- ~..,, _. tlaat I baA ..-sa& \loa\ \lt.1o -
fOJ".._ta alMa lie IGIIlt sat ta ..,... wt\11 U.. ...... \u'J - ~. tM 
leoro~ ..... -'oat kU......nlt.. .. ,_,, • • , ... lt.1a leal.n to - .... ••I" 
-~ MID WMk. Doeootuat~, I '11eploo_.. .... Ptaoat at\11" 8J ' •ac wtlll \lie ...,...\w7 a&, att• colUOil\aUoa wt\11 ..... llob, tiD& a \a\aUn 

3 

8pp0ta•at far U s)O .. ...,.., •nlaco It \Ilia IMiv -..t 'M ~ .... lfh1tloa .,... lie .. ......,. ~ Ill'. Ptaom ... at \lie o.ruoa ..,,11, 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Vpoa ree"ac OMlecr- f.5l ma hat-1 • OU:r tlllo ...aJ.ac. 1 -• 

\o Mr • ._.., otfi" .-4 l~ -• M -"' •• 'H la utU ~. 

OoaMt~~•U::r• 1 \ook \he Hopoul'IIUU;r of o .. lac \he\ M--· ao.\ 

\o U.O flMl JW+¥ of Mr ....... ,, 08111--. 

llaoo 100 OM la tlllo :Dopllr-t wao foaUI.v wi\h \be UTil opMato 

of \lloo ~ Oouo.lkUN o-lt- llootl.ap !.a Wult1ac\oa. 1 opolce 

wUil Ill'. hio a4 ..a« \Mt M ~ a -leer- \o ... -.. 'IIJ'1ael.ae 

O'U' UltpMI \o UN. II 41ota\M a aoooaco \o lob IIOl'll.v;r • 1111.1 ... 

- - -. .... 1llll1lllo .... Wlll\1 - 1 - _,_......, 1 \llo}ll>oM& 

'"'* a ll!.&I>U:;r ~ -. U vao l&ll4olro\oot -• tlllo ollolllt 'H .... 

n\. If Mtlac hero\~ WoUoo- wq oliMtlt \llorota_ Ill'. h1o acroot 

\o \llop.oa.o .. 'Ht .... 41opa\olllac .a.. w l--. 1o aloo pr..toot to 

oa4 .. oopl11 of \M ao.tcolac -·-· 

4 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

a..rota-7 llor-\llc 

11r. Ooollru 

OATE ........ 17, 1939 

5 

'1'he forelp -heap ,....kat uperleDCe4 uother cl».ll ~. Yeokr~ oterllmc 
olooe4 b. 1.., York at 3·9~1/S. ~ ... ra1mc U - '1Ute4 at 3.92-.13/16 1a 
.&atorA.oa, 0114 b .ter 111 the ~ at 3. 92•9/16. .u tha opa~~lac 1o lw York, tho 
otorllmc rate _. 3·91·3/11. So• ooll1J1C of opot atorl1ac '117 \be J~ae u­
preue4 tho rate \o 3·89-J/S .... 17 1a tho .. ralac. Ui• \Ilia a.Ulac wu al>­
aorbo4, \be rate roooftl'e4 \o 3·90-l/11, ""'' &belli 1100a 1t rooodM \o 3.89-.1/2. 
Durl.ac \be at\orMoll the 41U\atioa. .. .- hlctoor 8114 lnil>a~\17 61Aie ... at 
3·90-1/11. 

'1'he J~ .. -. aloo Mllero ot forw81'4a, o•terl.ac thair otfariJ!Ca oa 0110 
oonth'• oterUac. 1llo4er prnoure of thaoo otforiJ!Ca, tho 41e""""t iaar- \o 
~Jf'41.Ror p<naM , "'1"&1 \o a 71al4 of l-7/1fll. per .,...., 0... ooa\b a\or11ac •'b­
ooqu•\17 rooo.,....... \o 2- l/21 per pouD.4 41e-t, equal \o 7- U/lfll, por -. 
!he 41e-.t oa \broa .... the 1 eterUnc 11141'-104 \o 6-3/81 per poull4, "'1"&1 \o 
6-1/2$. per ....... '1'he aoto&al bu.oi110oo 4ollo 1a fo......-4 ot orlliiC wu '"rT ..u.. 

Saloo ot opot otorUJIC 117 \be four roporUIIC 'b&llko 111 •- York \otalo4 
1.311,000 rroa the fo1lov1nc oouroou 

17 oo ... rolal ooDOerae •••••••• •••••• • •••• ••• • • •••• •• ••• • • , 10,000 
117 forolp 'bub (J'ar ... t, Jluoope Ul4 South .laerioa),,, 

total •.••. 

hrchaaeo ot opot etorllnc ....... te4 \o &.IIIIJ ,OOO, u h41oato4 ha1""1 

17 oo...rolal ooac.raa •••••••••••••••••••••••••••••••••• ~ ]52,000 
J7 forelp 'bull:o (South Morioa, J'ar ... t 0114 :loropo) ..... ~,cioo 

fo\al.. ...... ~ ,000 

0t the four roporti&IC 'bub, tho Oun.av ~' Co11paa7 - \be oal7 oae 
that ool4 eterllac \o the Jr1Ueh Control, It ool4 a total of I. 25 ,000 at the 
ottlolal raia or 11,02, All ot tlalo atorlliiC reprooOD.te4 oottoa. 'blllo, 

'1'he J'e4oral lleoorn Jaall: parohaoo4 110,000 Dallloh ll:ro•r for tha Jallk of 
La\Tla. 

'1'he other lopor\allt aorre110laa olooe4 ao fo11owot 

"'-oil tnMo 
CIIUUorr. 
8v1aa rr­
hlcM 
o.u.41u 4ollaro 

CONFIDENTIAL 
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!ba 41_, .... Olllu ,. .. llltft .... 4 hoa 1~1/21> .. l}-1/2f,. 

• ''"' obaoe4 u. tol.l.ow1ac --· ot ,.a tr• t1oo ........ - acc011ah ot 
\!Ia ~ latioa\ell 

•2.500,000 t- \ba ••t~oorlaMa leak 
r,olO,OOO troa \!Ia .. uoll&l leak ot Jelci• 

' • 510.006 fow.l 

6 

Dlar1llc \ho JOr1o4 ho\nea .bpi\ JO ud. •oTtaMr 15 \ba IU'8Z'Iao4 pll ot 
tM tollowille Make at U. ha.ral. ._,....,. Jab ot •ow York uar-ae4 ao 1Ja41oato4l 

leak ot :rna.:.. 
•••urlMio leak 
JMll: ot ....... 
.. ,s-1 :a...ll: ot llld.t .... lul 
.. U..-1 llull: ot Jelc1ga 

total 

• 1'0.000,000 
63,000,000 
14}. 000,000 
~.ooo,ooo 

J'roa loTta~or 1 to h.,..Mr 15, t1oo lluk ot 'hcl""• "'•v• wHh \ba :r.t.ral. 
.lloo11n,. lluk ot •- Tarle dAoor•oot $25,000,000. 

!'lol J'~ hoorn leak ot -.w Tori< ...,..., ... to u \ho toU.'IIille oll1,_ah 
plAI 

2,m,ooo t,... .....,.,,, oii11P•' 117 .. llull: ot ,.,., •• ,, oono~4 to •• J'o~ 
leo_.,o lllalt ot ••• Tort, tor aooou\ ot \ho lwioo JraUoll&l llo.alt, t1oo 
4lOJ011 Uon ot wbloh 1o ultl1om \ o u at tu ~rooeat \1M, 

~7,000 t,... Jncl•"• oii1Jpe4 "117 notnwort loeo A Co., -.lpa4 to Clol411M 
IIMIIo 6 eo., ... Tori<, tor oalo to tu tJ, I, J.o- Ottloo a\ •ow Tori<, 

99,000 ti'OII .,.,,,, ohlppal 117 tloo 'foo\aieo\or Baal<, eoeolpo4 \ o Clbaoo 
.. Uoll&l leal< ot •ow Tort, tor oal o to \be tJ, I. J.o- Oftioo a\ 
._ Tori<, 

766, 000 tr.. IIIIJ.a, • ~pped. 1>7 \ho ca.-\oro4 leal< ot Ie41a, J.uvalia u4 
ahl•, -.1cee4 to tho <lllarlor ... :lull: fll Ie41a, J.•\rall& M4 aa.s., 
._Tori<, tor oalo t o \!Ia 17. I, J.o- Ottloo at •ow Tori<. 

llu.,ooo the 1e41a. oii11P14 1>7 u. llauoll&l :lull: ot Ia41a. -l&U' to u. 
Clbaoo .. ,t.al. JJaell: ot •- Tort a\ a.. J'r .... tooo, tor oalo to \ba 
17, •• Ilia\ ., a.. :rn...:.t-. 

llo7,ooo the o. .... o111,... 117 .Jo~~uoe 11at~oo7 a eo .. o ..... .,. ... '" ;.-.. 

rT,"''JI~iiS llaihq A Oo., •ow Tori<, tor oalo to \be 17. I, J.o- Offloo a \ ... Tori<. 
total 

1111 ..,ai'rllla\ ot ,...,.,, :r-_4aa -· oilftr Jill'lOI .. Ill, ..... \M t-4 
111.01#. -..q ae4 BanM'o»rteo tor torotp ollnr ao -Me-pia\ Yt-3/~. 

fl'laftll71o Jl'loo -. al.oo ~at 3~. 

Ie ._ T•ll: wo _.,. t""' ,... ..... , ot otlwor totaliq 215,000 -•• - \ba ,. ..... "'· 
CONFIDENTIAL 
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On JoYeaber 16 the BaAk of IIIDhatt&A inq'llired of tho 1e4eral Reoene llt.Dk ot 
York 1f it •• poraiooiblo, under the ll.utralH:r .loot, to ohip to bollicerent 

7 

bauk notoe of .uch countrioo, the title to Which io to be r etained by tho 
of li&Jihattan nnUl t ho UOOilllt of tho currency h crodltod to ih a<~oollllt by 

the bank to which tho cnrroncy h ohipped. Tbio inquiry •• referred to ... ud 
I tubalttod it to Mr, Bornotoin who otatod thet thio quootion •11Dt bo one tor con• 
oii!Airat1on by tho Cutou DiYhion, Tbio 80rni.J>g llr . Bornate111 c&llod &Ad lntor.od 
.. thet Mr. Dw.n of our Lopl llepar-nt , who handloa c'IIOto•o •ttoro, wonld call 
tho J'oderal Reaorn Ba.nk direct roprdlng the inquiry. later in the d&y, Mr. ~ 
of tho J'odere.l RooerYo Ba.nk of low York called Mr. Diotrinh e.nd 1ntol"ld4 h1• thot 

tontat1Yo 4ociaion r endered by Wr. Dw.n 111 thlo •ttor wao thet tueh a ohipaont 
currency 1o considered &n "article• under Section 2 (c) of tho lleatrality .l.ct, 

Dwan aloe lntonuod Mr. :tans tb&t 1t an official deohion wao deo1re4, ho would 
clad to t&lte tho -ttor up. 

Dr, Rudolph Barceu telephoned ,.. at 12:25 tod&;r. llo ot&tod tbnt Wr, Straoolo 
tho Orodlt SW.uo would coe~o to 11aoh1Qgton ~4&7 nipt 1111d wwld be 111 town on 

llo:od!>:f aod Tu.oo<l&y, Mr. Straoolo 1o to telephone M &t 10: 30 on llond&;v 80rl>lnc to 
1n regard to an &ppoint .. nt with tho sacrote.r:v. Dr, Bw-ceoo aol<od '"" to 

Straeolo to COt in touch with Gonrnor Ranoom and other otticialo ln 
w1>o aigbt bo intorootod in t.al.ll:1:lg wltb tho SWloo Thitor. 

talked with Mr. Pinoent, linancial Gounoolor of tho Britloh Flobaooy , thlo 
IOo:rnllD4l b;v telephone, llo otated tb&t he had talked with llr. llacll:wcrth of tho Stato 

t wo clayo ace &!tor be had report ed to ... two quootiono which woro 1IP 
llntrality .loot . Tho tirot of theoe •• tb&t of tho attempted ... 1o b7 

t1 oh Consul General 111 low York of a dr&tt drawn on tho Br1 t1 oh J'ore1C'1 
to tho Ohaoo Bank, tho latter requiring a clae.ruco from tho State Dope.rt­

leot thh contranno tho lloutral1t7 .l.ct, Tho oooond quootion a.rooo from tho 
t of tho Oouare.nty 'l'ruat ao t o whotbor Brit lob B&nb officiall:v authorised to 

111 forolcn nchango de not thor ob;v acquire an official charactu which -o 
!.mpoooiblo to b&n pri'f'&to crodl t doal!Jago with them under the llwtraU t:v .l.ct , 
P!noont otated that llr. ll&cll:worth bed proaiaed to &iYo hi• aoae 1ntol'8&tion 

en thooe pointe. ll&rtzac not ho&rd fro• h18 oo t&r, Wr. Pinaont tole-
• Ba.ckwortb thle tormooD , but n.a inforae4 tha\ the latt·er waa 1D con­
Mr. P111oent 1o p&rt1Cill&rly perturbed 111 rojl&l'd to the quootion rahod 

the Oua.ranty 'l'ruot . I obtained t roe tho State llepartaont thlo aorninc oo•eral 
copioo of their proee releaoo 1597 proTid!ng an analyoio of roquir011.0nta o! 
Section 2 of tho Joutral!ty .loot, I ban oont llr, P111oent one copy, and b&n 
S1Yen throe to cur Lo,al D1Yio1on. 

C ONFIDENTIA L 
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TR EA SU R Y DEPART MENT 

WASHINGTON 

IIIP<II'l f<lt SICU'l.UY II<I!GIII'l'JWJ t 

lA roct.r4 to olodac acr•-nto 'llllioh ha'ro 'be• roquootecl, 
tho tollow1Dc appliooo 

Do IA'ftl tt.- 1\ar'biM c...,,. 
lo wort loao 'boon ...... i~ rr- tho .. .,. ~""'· ,..._ 

toloploou iJiildriu -· '1>7 a repruetoti ... of tho •-· it 
oppooro thot tho o: ; • 1o proooouti.nc ih r oquut 'before t bo 
• .,. ~tor an exproodoa ot OP1Jo.iOD, 

'tboro loaYo 'boen no turtbor do.,..lo-to. Vndor tho \llldor­
otudac load with tho """"""' it 1o pro~ thot tho Ja.,­
Dopar- 1o aoti .... q -aced ill -.killc i t o ia't'o.tiptioa 
preparator, to ..t1Gc a oortitioato • 

..., - ttoro cl..,.lopod ao tollcnrao 

~ Fore• c q •• Coood•• ..., Jor oq 

!llio ·--. tued a roqoao.t tor a oloai.nc aero onto -
repon of IJotorri- ot lo'r-.r U, ltlt. 

1'11.1o 1o tho -• -•n> ao rotorrod to l.a oorlior roporto 
.. loa'riac tiled a roquo.t tor a oloobc aero-"'· J. .... ,.... ... n 

8 
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.. ru .. ._.s.c-"'""' P"' ,,.., - .... 1~1 .. - 1a a 
Ill• tll .. wltll •• -..,. ~ • Qneller 11, lt•• tllle 
-tter 1o reHifta& ..u ... eou!AeraU- llJ \lle ,....,...,. ,.,._1. 

Illtlllrl .. tw lat-tt•• 
A .....,..n tw lat-u ... •• -· onl17 llJ a ...,...-•u ... 

ot 'llalter IU'- - C .. .,, X..orpan.W, IIUl e hlUl.lllo 
a••'lltea. D. C. 

9 

r 
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... 
J: IJ(\.t ... 

'N(e) 

..._OEAAL fllceattvc aA_.t.e& ! 0 
cw- H&W vo.-:K coebre.f\ 

til· "· 
OAT"' ....... l'r, u •• 

SuiiJacn UI.R 011 ronmm!ll mJ 
a .all: OF IIIIGUI D. 

lr. Boltoo ulled at liU p... Ba 1mderatood that 

d1 r t1oulu .. bd 4welopa4 1• c .tts..ac 8b1s-•ta or pt. .. ali"M4r 

bolqbt .Gel pdcl tor (Loftlaaed • 4 lorth Merle• -tn.ch) cl..,.. 

t bro\llh t h e •noa.. Would I pl .. ea t1Ad out llbet ltind or paper• 

•ere r e(lu1 r edt Aa tar " he e-td a Llte out t h e Clletoe liou1e 111a.hte4 

oo aooo e ton or c•aret. to the etteet tll• t t he mtpaenta •en 

not a &de 1a -trnmUoo or t be levtrall t 7 Act. Th«:r •en utural17 

zoet ao:doua t o c .& this thlnl MUl ed 1A a bll1'17. Oaee t h«:r m" 

what ••• ....... tor clMrlnc purpoae a th«:r wu14, or eoor .. , •hb 

t o raarrqe tuture -tract•• 

fh• llr1thh air at taehe OI'Oup Captain Perle waa lend1oc 

• b aod to I" los to try t o at ra1chun out the probl-. 

c::> , ~ 

~ 
..., - ..: -·• " .... .... 
'-' 
v.l 

p ~ . =" 
~- ·-
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rROXl Aaerican Elllb&U3', Berlin 

DArE: McTeaber 17, 19~9, 9 a.a. 

NO . I 2069 

11 

Oenecr1bip in Germany of econca1c inforaation baa been 

extended further auu bls v cw a confidential in1truct1on re­

ceiTed froa the Navapaper and Periodical wboleealere' redera­

tion, which fcrbide d1eeeainaticn to the public of all printed 

utter, with the u :cept1on of current periodicals which haTe 

appeared 11nce the firet of October, cobta1n1ng i lluetra­

ticnl, tablee or texte perta.1D1ng to t he location, ealee 

or production figures, nuaber of e.plo)'eee, capacity or 

etocke of public utility plant1, branches of ~nduetry or 

ind1Tidual industrial plante, from Auguet 1, 1914 to 

JanU&r)' 1, 1919, or Iince t he beginning of 19~~; aleo it 

prohibita the loaning, selling or exhibiting of eoonoaio 

eltetohu or economic charte, oi t3' aap1 indicating the l ay-

out of public uSil1tiee or indu1trial plant1, poetere d1e­

oloeing arrangeaente of induetriee, or aape of industries 

or traneportat1on. 

In addition to the ailitary dgnifioance of th1e regu­

lation, which ie obT1oue, it would aleo eeea to be intended 

for the preeer.ation of the aorale of the public in pr&Tent­

iDS thea fro• ooaparing the World War eoonoa1o eituation 

Y1th that ex1et1ng durins the preeent oonfl1ot. An order 

troa the pr .. ident of the Reioh Preu Oh&aber (an adJunct 

of 
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of .U ll1a1d17 of 'l"'p'P•!ll•) 1e ea14 '' be .U ba .. of 

thie ONel' of tU J'e4eraUon of lenp.,per &114 Per1o41oal. 

'llhol .. al.ere. 

'fbJ.e hleSl'aa ehould be r~eded to the 'l'l'tUUlT 

Departaent • 

. ,., ~ .... , 

12 
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PAUUL PAJI.U'IIILUS or ~ RZOEI'RD 

rBblra .&Nrtoan llaba .. :r, Berlln 

lio;a · 20'10 

DJ.!Ea •oYember 17, 1939, 10 a.a. 

13 

Aoool'IUng to the Juat pubUII!wd atat•ent of the 

O.raan !'reuur7, the !Wioh'a abor~tera debt inoreaae4 

1,~,000,000 aarb during Auguat, Wh1oh vu eppron.&tel:r 

double the rate ot ehort-tere borrowing during the pr.­

oe41ag tour aonthe ot the pr .. ent tiaoal :rear. 011 Auguat 

:51 the total ahort-tera debt ... 12,:519,000, 000 aarlte ot 

Wh1oh aou 11 , 087, 000, 000 aarlta oone1ate4 of ao-oall.ed 

noaUng debt ( 1'reuur7 billa and loana troa the Rei~ 

banlt) :S,lu,oo<i,ooo aarlu ot new tinanoe plan tax oer­

t1tioatea and 108,000,000 aarlta of other tax oart1tioatea. 

•o tigurea tor the tun4ed debt h&Ye been publlehed einoe 

.Till:r :51 ot th1e ;rear ..men 1t etoo4 at U,ll6'1,ooo, ooo 

aarlte. 

It we aeaume that there was a priYate issuance ot 

eome ot the OoYernment bonds to 1neuranoe and saVings in­

stitut1ona during the month ot Auguat, the Reich's total 

d1eoloaed debt, short and long term, amounted, on August :51, 

to between 37,000,000,000 and 38,000,000,000 Rsiohsmarks, 

preeumably. To this we should add the Re1oh 1 a hidden debt, 

eat1matee ot whioh (mainly sonderwaohsel) range, in Reiohe­

marlts, from ten to eighteen billion. 

Apparentl:r the Re1ohabanlt wu the ult1aate source ot 

the sreat .. t part ot the ehort-tara tunde wbioh were 
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borrowed dur~ng August by the Re~oh. It we aesume, hove•er, 

that the Auguet 31 short-term debt statement vae correct, 

the Government did not borrow to q~ite as great an extent 

(oontrarr to what many ot t he financial aut horities thought 

at first) trom the Reiohsbank. At tiret these tinano1al 

obeervere belieYed that the dieoo~t ot the new Government 

paper vaa largely responsible tor the rise i .n the Reiohs­

bank bill portfolio amo~t1ng to 1.8 billion marks; boveYer, 

iesuanoe ot e~oh paper during Auguet, as shown by the debt 

s tatement, vas only slightly more than one billion marks. 

In Au~t t he Reich took increased advantage ot t he 

prov1eion in the new Reiohsbank law ot J~e 15 removing the 

one h~dred million mark limitation on direct government 

borrowing trom the i nst i t ution. During t he month it in­

oreaeed government operating credit with the Raichsbank 

by a turther 126 million marke to a new high ot 680 million 

aarlte. 

!be aao~t ot new tinanoe plan tax certif icates iesued 

u August vas 845 million marks the largest llliiO~t isausd 

in any month since the adoption ot the plan. I t tax certit­

ioatee were iss~ed to t he saae extent during t he last two 

monthe that thi a plan vae in toroa the total lllllo~t ias~ed 

when t his plan vas terminated on No•ember l vas well oYer 

"-l/~ billion marks. 

'l'he 
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'l'he follow1ng 1ntonu.t1on hae until now bun publ11~ 

oonoerning the f unds available for Reioh e~endituree during 

the f i ret eix months of t he present fiacal 7ear. 

Tax revenue April l to September ~ 11, 399 million 

marka. 

Inoreaae in floating debt April 1 t o August 31 

2,11152 111llion marks. 

Tax oertificatea i ssued April 1 to Auguat 31 3 ,1215 

ll1ll1on marka. 

Increase in funded debt April l to June ~ 725 

million mark a. 

17,801 milli on marks is the total amount. 

Figure• vbioh have not been published 7at for the 

present 6-month period are outlined as follows: There vaa 

l1kelT a larger ~~e in th! fl~ebt during t he 

month of 8eptembe!f due~ot that the &r!IIT vaa granted 

authorit7 for the iaauanoe of proll1aeor7 notes and alao the 

Reich vaa able t o borrov from the prov111onal central bank 

(the Reichekre41 tltaaee) Vhich hae been eet I.IP in the part 

of Poland Vhich ia occupied b7 Garman troops. Tax certif­

ioatea,--the aaount of vhioh ia another of the figures not 

7et publi ahadJ 7&0 million reiohamarka vaa t he average monthly 

amount iaaued from Jla7 to and inolu41ng Auguat. Another 

fi~e not 7et published 1e the amount of inorease in the 

funded debt from JU17 throup September; 721! aillion maru 

vae tha amount of 1noreaae f or tha f1ret 3 month& of tbie 

filoal 
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thou year. 

It would appear from the data that i8 available, how­

ever, that the Reich ' s expenditure• t otaled more than 

21 billion reiohsmarks in the tirat 6 monthe ot t hi s tieoal 

year , which figure comparee with an estimat e giving total 

expenditures ot the Central Gov 1 t. aa l eaa than 30 billion 

marks duri ng t he whole tiaoal year 1938-1939. 

Further information haa not bean made public concern­

ing the Reich 'a plana tor t he financi ng ot ita war expendi­

ture~. lloweYer, banld.ng groupe believe that in the t1rat 

ot next year a large government loan will be floated. 

The etate railways loan ot recent date ia believed to 

have been overaubeor1bed to a substantial extent. Poe-
it 

eibly/ia the wish ot the Reioh t o make good use ot t he 

preaent market situation which i8 favorable . 

Tbia meaeage is to be repeated to the Treaaury Department. 

• '· ·,l • ' 'I • ~ 

• r 

Regraded Unclassified



; 

l!SII 

:lecrctary of State, 

Washl.ngton. 

2389 , ~ovcnbcr 17, 6 ~ · r. . 

FOR TREASliRY . 

GRAY 

London 

Dated Novtrn~cr 17, 1939 

Rcc •d 12:50 n . ~ . 

1 . In spite of t'~ increase in the wcckl; Treas~y 

bill offering to L65 miE1 on th~s week thE ra".c 110vtd 

or.ly from last wctk 1 9 Ll.3s . ~ . 39d . to Ll . 3s . B. Old. This 

is not sur'!'J'ia ing in view of the plentiful aup">lits of 

credit which havE beEn cvl.cltnt ond which . '''~ l·E "<'Eflcctcd 

in the Bo.nk of Enzle.rrl ' s rt turn reported 1n tl:>e tlL~rd 

section of my 2378 of l>ovEl!lber 15, 6 n. m. A!)plications 

totalled Ll05, 830, 000 ani the l~cst bidders ( syndicctt) 

we re allotted 49 percent of thEir tenders. 

2 . A rurtrcr inct'EQS£ ln thl: cost or 1l.vin.; indEX 

of 2 1/2 percent from 165 to 169 on the 3l•t or Gctober 

( .Tl\ly 1914 cquols 100) compares with a rio t in the n..-st 

month of thE wnr of 6 !)Ercent ns rc~r.tcd in my 2167 of 

of Cctober 25 . The indEX for food alone to the end of 

Cctobcr wus al•o up 2 l/2 9£rccnt stnndin~ at 134, this 

l ncrcast being influenced by thl: incrc~s£ in bacon prices 

e.nd 

17 
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ham - 2- No. 2389, Hovtmbtr 17, 6 P• m., from London 

and the largely seasonal increase 1n t gg prices. ThE 

butter price was alao u9 but it is pointed out in a Food 

U1nistry memorandum tbat by thE s ubstitution ot , tor 

EXAm!)le 1 aargarint fOr butter and fish fo.r bacon thE 

housrwitt nttd not nroraaar1ly have spent mort on thE 

faoily budgct . 

lltanwh1lt thE Board .or Trade's index or wholesalE 

prieta roet again trom 105 . 2 ror SeptembEr to 110. 7 tor 

October (1930 equals 100) as compared with 98. 1 tor August . 

Wholesale rood priors roar to 109. 2 aa oompartd 11ith 100. 7 

in SEptember and 90.4 in August . The saw: tendency 1a 

evidEnt aa 1n September when basic materials and 1nttr­

mtd1a tt products lar3rly imported roar mort !uav1ly than 

!IIIlnufacturtd e.rticlt a while building materials rose only 

tram 107.3 to 107 . 7 . 

Though the upward trend or priors in October was l~aa 

drastic than 1n September thE whole question or the prior 

lEvel continuES to give risE to anxiety as to the possi­

bility ot a vicious spiral 1n a pi te ot the paaaasr or thE 

pri ces ot goods act under which a 11at or products will 

a~ortly be 1ssued ror Whi ch t hE charging or prioco highEr 

than art warranted bfinertnacd ooata will bccomr a punhb-

able oftener. 

18 

:5 . ThE rcoovtrJ 1n thE gilt-edged ..,rket brought thE 

P'IRANCX.U. TillES index t o a rtoard war-period ltvtl yraterda7, 

WhilE 
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hs u -3- No. 2399, Nov£L:b£r 17 , 6 p . m. , fron London 

whilE the FINANCI AL llE','IS ordinary shart indEX is s t ill 

below tht peak or Nov£nb£r 7 aro has recOvErEd less from 

ti•r l ow of th£ last Vl££lc in ~!ovaabtr . 

The Fti!ANCIAL N£T<S index for ordinary shares (July 1 , 

1935 equals 100) lfhieh stood at 80 on August 13 and to'-lell£d 

l ow at 66. 4 in the las t w££k of Scptrmbrr had recovered to 

a nar-prriod hizh or 75 .4 on November 7 and s•.•.bs£qucntly 

decli nrd to 73 , 6 on llovcmb£r 13, but haa sine£ shown con­

tin\\OUs improvement to datE , t~ indEX for NovEmber 16 

b t in3 74 , 4 , Th£ FINANCIAL Til lES indtx of Government 

securitiEs (NovembEr 15 , 1926 equals 100) which stood at 

103 on August 15 and remained at the low or 99 . 4 during 

t hE 'Eriod wh£n the f i xed minimuo prieta werE EffEctivE , 

yESterday reached a high for th£ war pEriod o f 104, 3 which 

is ont point abovE th£ level on November 6 wh en it was 104. 2 

after which 1t fEll by llovrmbrr 10 to 103 , 4 recovcrt ng 

stEadily since that date . 

I<£11NEDY 

!!PO 

PI~ I l olii 

•• I , i 
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SEcrEta~ ot StatE , 

\!as! il'l(l tQ1 , 

CRI.Y 

PA!US 

Da ttd llovrmbu 17, 1939 

Rro 1d 5:47 p, o , 

2779, NovEmbEr 17, 6 p , m, ( SECTH'N C!OE) 

Fr. "''"' TREAS l'RY, 

Th£ 3JX'Om1std dccrcc "a1mpl1ty1ng" eollcction or t ~'.E 

aalarita' tax (our trlcgrams Nos , 1872, SEptcmbcr 9 , 1 ~ .m,, 

and 2632, NovEmber 11 7 o, m, ) waa publishEd in th£ Journal 

Ott1c1El ot t oday . In addition to "simplifying" proctdun 

20 

tht gEntral ratE was raisEd trom ·~ to 5% thE special r~t£ tor 

non-mobilizEd mEn rEmaining at t~r 15% or~gin~.ly t1xEd0 

As int'.1cate~ thE previously a1at1ng 2;t ratE will bE 

collcctcd until January 1 , 1940; tht sp<cial 15~ tax, 

howcvtr , starts to run trom November 1 though oollEctiQ1 1a 

dEtErr Ed ~t1l rcocipt or noticc . ThErE or£ crrtain sptc1-

t1cd CX£Ji1Pt1 0 na to thl: 15% t ax ( aa ch as tor IIIEn betwEen the 

agEs or r i ghtecn end torty- nlnE not ytt called to the colora 

or ~tjtctt~ tor phJei cal rccsona, tathcrs ot six children, 

etc. ) and it is collectEd only on thllt port!on ot sc.lcry or 

protess!oncl incomE in cxct3G ot 7000 trance with add1t1anal 

eXt;mptlonn. or 1:000 tro,ncn tor ccch child. 

(<;: ;'!) C~ SECTIC!f ONS:) 

BUUITT . . 
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~ccretar; of State , 

' las· i ngton , 

G'!AY 

P"-RI3 

21 

Dated November 17, 1939 

Rco 1d 5 : 55 p , m, 

27791 Nove~bcr 171 6 p, D, (3~CT1CN T'O) 

F\TtiXr decrns increau Ult ~ax on owners of radio 

seta f~Qc 50 francs to 90 francs , domestic letter ~ostaee 

from 90 ocnti••es to 6 francs , a '3..,11cablc after Decrnb:r 1 

and fcr.•eign letter postage frCllll 2 , 25 francs to 2, 50 francs , 

Rates for te). e!)hone communicatl<>no arc inorea oed fro;n 85 

cent1L•t s to 1 franc for local onlls t>nd from 1 , 70 t o 2 

franca for suburban calls , ~l~se 1ncreooc' rnny , howEver , 

be tcrncd .Jinor ones, 

As scheduled (o~ tcle3~nm 2768, November lS, 4 p .~ . ) 

thE 1£<.0 civil budget uns artot:ltEd to tiX Chamber Fl.n:lllCE 

::oc:.-:1ool.on i::..i s afternoon, lt ).o ex1)£otcd that the first 

quarter ' s '~J.ll tcry eoti=teo will not be rcndy for prEsenta­

tion \•.nti l nbout the t1iddle of Dccc:-tbcr , 

BULLITT 

::UB 
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Secretary of State 

~shiqt~ 

GMY 

PARIS 

Dated November 17, 1939 

Reo 'd 7 al0 p. m. 

2779, November 17, 6 p . m. (SECTION THREE) . 

The security market was f1rm today and most rente 

issues advanced fractionally . Official exchange rates 

were unchanged. 

22 

Deposits in ordinary (private) savings banks during 

the first half of October totalled 91, 500, 000 francs and 

withdrawals 32, 100, 000 thus showing the expected marked 

1mprovement over the previous month. Since January l with­

drawals from such banks exceeded deposits by approximately 

480, 000, 000 francs . 

The weekly stateme~t of tbe Swiss National Dank or 

November 15 shows a reduction in gold r eserves of 41. 2 

franca to 2, 312, 100, 000. Foreign exchange holdings again 

advanced by 24,600, 000 to 341, 000, 000. Note circulation 

shows a decrease of 26, 100, 000 to 1 ,~751400,000. Sight 

obligations nre up 11, 000, 000 to 865, 2001 000. Gold coverage 

dropped from 82. 46% to 81. 45%. 

Dut ch trade s tatistics for the first ten months of the 

year 
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PAP - 2- 2770, November 17, 6 p . m, (SECTION tHREE) from Paris 

year show imports totaling 1, 213 , 0001 000 florins as against 

1
1
119

1
000, 000 for tho same period the previous year; e x­

ports were 823 as against 865 million . Indirect tax receipts 

for t ho first ton months of this year wore 306, 2001 000 

as a ga i nst 336 ,700, 000 the previous yoar , 

alB 

(END OF MESSAGE) , 

GJV I 3JJ R 

••1~n ••on YltUl A.llf 
'"' .- ' t ..... ... .. Jo. '\l 

f'" ,._, t£J u Iiiii&& -. ••• Jtar 

BULLITT 
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'111 dee xr. Fl'aldtt 

In tlle a'b-" at a.-tuT 
l!orpnth&Qo I • aoki!IOW1e4«lng reoelpt 
ot )'Our letter of lloYea'ber 16Ul wUh 
vhloh )'011 -lo• 1111..,.ra to oertel.D 
c;ue eUone wbllb vere ra1M4 at Ule 
reoent ••UIIC ot the Illfo....,_ eo­
a1 Uee t or J:eonoa1o Aee1et&lloe to 
South Allert•· 

I llball be S).ad to b r1ng UlU 
~>&Uerlal to hU aUentlon a e eoon 
u he return• to the of tloe. 

81Merely )'Oar&. 

(Signed) H. S. Klot2 

.... ,_ .. ..... ~. 
' esasl"--.... WX8b•• .. eo.ateelon. 
Valla1~o 11. 0. 

.. 
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IIEIIORANDUII 

November 16, 1939 

TO: 

FROM: 

Inrormal Committee for Economic 
Aeeietance to South America. 

Chairman Jerome N. Frank, 
Securities and Exchange Commission. 

SUBJECT : Answers to ques tions asked at recent conference 
with Informal Committee for Economic Aaaiatence 
to South America , 

1. 'l'he rollowing 1s 1n answer to certain ques t iona 
as to the statutory powers of the SEC with respect to 
defaulted foreign bonds: 

(a) Registration of Stamped Bonde Issued in the 
Ad j ustment or For eign Debts , 

The circumstances of each case govern the necessity 
r or r egistra tion. Tbe stamped bond ia a new security and 
the stamping constitutes an exchange or the outstanding 
bond ror the stamped bond, Section 3(a)(9) of the Securities 
Aot provides for exemption from registration , if the security 
ie exchanged by the issuer with ita existing security holders 
exclusively, where no commission ia paid for soliciting the 
exchange. The e~nation by the Commission of registration 
statements covering securities iaaued in readjustment ie 
directed to the adequacy of disclosure ae to t he n ew security 
and the position of the issuer, The Commission ia not 
eapowered to paaa on the fairneae or merits of r eadjustment 
plana or securities ieeued in connection therewith, 

(b) The Registration of Certificate& of Deposi t issued 
b :r a committee . 

Certificates of deposit of securi t ies or a new issuer 
(the Protective Committee) must be regiatared. The informa­
t i on required in registration relates, generally speaking, to 
the Committee issuing the certificates of deposit, ita 
deposit agreement , the trustee, the original iaeuer, the 
plan of adjustment, if one haa been drawn up when the certifi­
cates of deposit are to be ieeued, and a new iaeuer, if there 
ie to be one (aa when a government iaeuea securities in 
exchange tor bonds of a political subdivision) . 
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It ahould be noted that in the adjuetment or foreign 
detaulta , the deposit or aecur1tiea and the iaauance or 
certiricatea or depoait baa generally not been ueed. A 
committee seeking neither depoaite nor powers ot attorney 
need not register. In aomo circumstances, a committee 
seeking powera ot attorney need not rogiator . 

(c) Statutory Powora of tho SEC aa to Nogotiationa. 
Tho Co~iaa1on haa no power to negotiate concerning tho 
adjustment or defaulted foreign bonds or tho terms or new 
securities to be ieeued in connection therewith. 

2 . The facilities or the Commission tor supplying your 
Committee with information are aa tollowa: 

(a) Information Piled 1n Registration Statements. The 
Commiasion his a eUbetanti&I amount of 1Dformat1on 'dth 
reapect to certain Central and South American goTernmonta 
which baa been tiled in registration statements under tho 
Securities Act ot 19~~ and the Securities Exchange Act or 
19~4. There are in our files certain papers and documents 
which may not bo generally public. 

(b) ProtectiTe Committee Studa· A atudy or ProtectiTe 
Committees f or Hol ders of Dif aulte Foreign Bonde waa 
conducted by the SEC tor several yeara , and an elaborate 
printed Report (or e~~ pages) on the eubjoct wae publiahed 
by tho Commiasion in 19~7 . I am sending you with tbia letter, 
a copy thereof. There ia much unpublished informati on 
collected i n connection with that Report, and aeTeral or tho 
technicians who developed tho material tor that Report are 
atill on the atatr . 
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f'BCMI Aaer1oan J:lllbaaey, Parle 

NO.I 2'793 

nATII KoTember 19, 1939, l p . m. 

ITRI O'l'LY OONJ'lllENTUL POR THE .lOTING IIE<lRETARY. 

It hae been announced by the rrenoh· and Br1t1eb 

Go•er1111enh that they haTe appointed Jean Xonnet t o heed 

the whole organization wb1oh they announced laet n1gbt 

bad been eetab11ebed f or oopperat1on during the war. 

Xonnet will haTe hie main off1oe 1n London. 

!here 1e not much more to add with reference to 

tb1e eubjeot e1nce I baTe made euoh full report. by 

l e ttere and telegrams during recent monthe. !here 1e 

et1ll one poi nt vh1oh the Brit1ah and rrenoh haYe not 

yet eettled and that 1a the meoban1aa f or making plll'­

obaeee 1n the United ltataa. 

27 

!here 1e nov being tentat1Tely oone1dered (1n accordance 

with the op1n1one vh1ch were expreeeed 1n your talegr .. 

no. lll'78 of KoT•ber 10, 6 p . a . ) a plan to eetab11eh a 

Joint Br1 t111h-J'renob board vh1oh would handle eyncbron1&&­

t1on between the purohae1ng a1ee1one of Great Britain and 

France and eynobron1&at1on with the United l tatee GoYero­

aent . !he oba11'11&11 of tb1e board would be .A.rtbur PurTle, 

who 1e D1reotor General of Purobaeee of Great Br1 ta1n1
• 

a1ea1oa 
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llllee1on in the United Statee; the head ot the French 

Miaaion tor distribution will be the vioe chairman. 

28 

It ia considered by both the French and the British 

Government• that it is proper tor a Britieb subject to 

be appointed ae the oha1rman ot the organization in the 

United States since Monnet is going to be at the head ot 

the entire organization in London. However, betore 

Dalad1er ooneente to th1a arrangement, be is vary anxious 

to tind out whether the United States Government will con­

aider Purvis persona .K!:I.!A in the h1gheet degree. I han 

been aaked by Dalad1er to determine, moat confidentially 

and moat urgently, whether the aame kind ot cooperation 

tha t vas extended last winter to Monnet will be accorded 

to PurV1a . (Dalad1er is still deeply gratetul tor the vay 

in which Monnet vas treated. ) 

Since no decision will be made v1tb reference to the 

purchae1ng agenoiee in the United Statea until atter your 

reply hae been received, I truat that 1t will be poee1ble 

·t or you to eend me ae aoon ae poeei ble a etr1ctly confi­

dential anever to Dalad1er1 e inquiry. 

It ie Monnet 1 e plan to go trom Paris to London tomorrow 

t or the purpoae ot eatting up the joint organization. He 

probably will go to the United Statee in the early part ot 

December tor briet talka. (END MESSAGE) 

BIJLLIT'l' 
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TREASURY DEPARTMENT 29 

INTII:It OJrl'lCII: COMMUNICATION 

DATE Kovoaber 18, 1939 

llr, White 

IUee J:S..Uor 

UDi\od S\a\ .. Expor\e 1D October 

Pro11lll1n&r7 4&\a of our exporto of lhlihd Statoa aorobaa41eo mrlll& 
)ctob•~r ebow tbe followint;l 

Our oxporta 1D October wore the bit;heot 1D two 7aa.n, Wo exported $323 
wbioh 1a 14 percent 110ro thaD in the pr o'fioua 110ntb, and 18 poreeDt 

then 1D Oct ober of l&ot 7ear, 

Ooot;rephle&l 41etrilnltion of our oxporte1 

1. Ship-to rooe to all aroaa outddo -t 1o lcDo• o.e tho oollbat 
6%'0& of Ellropo. :!!Jporte to tho lhl1tod I:I.D&dD• wore 14 porc•t lower 
tbaa 1D Sopt•ber 1939, aDd 7 percent less thaD 1r. Octo bar 1933. 
Exporh to Prance cont1Dua a\ tho lrrol of a ,...... -· 

2. .bporta to Scandln&•ia ahowed tho largoot 1Dore&oo (86 percent 
over Oct ober 1933 and 67 percent o•er Septeabor 1939) . 

3. J. etartl!JI& incresu occurred 1D our e:rporto to tho U.S.S.R. Tbeoe 
wore three t ilaoo aa larce aa 1D Soptoabor and one and one-halt tbee aa 
larso ao the 110nthl7 &'rOrap for tho tirot t"' IIOD\bo of t hio ,. ...... 

II. SbipDeDto to Latin /.aerie& aloo rooo eho.rpl7. Exporto to our 
eo.,... larc .. t Lat in J.aericon c:uatoaore - CV.ho, lloxioo , J.rcontiDa. 
Brasil, Co1oab1&, Chile and Tononel& - totsled $48 allll.ool 1& 
Ooto'bor, or $9 aUHon aoro than in the pre'fiou aontb, and $15 
111ll1on aoro then in October 1933. 

5· The rloe in our exporto to C&nalla and Jspon • u contl.lnlod. l!t:rpor to 
to Japan ba'fO I.Aoreaeod 'b7 alaoet 100 porceDt e 1Dco J.ugv.ot 1939 ud 
oxporto or C&ll&da b7 42 peroont, 

Chan«•• 1D exporto b7 loa41ac C-41t1oel 

1, Our cottcm e.xporto in Octc'bor • oro the larpot oiaoo •-ber 1936 
ad " ro 92 porcat bicb-r thea 1a October o.f lut 7e&r · Do. UDUod 
J:iacd .. ac..-t ed for oa~th11'4 of tho cottoa obippod abroad 1a 
Oo\obor, and J'ranco and .,_ for oa ... fourtb. 
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Diriaioa or llollot&r7 

lleoearch 

2. Zllporto of lea! tobacco were S3 porcoat lowu than a :rear 11&0 
end 5S porc .. t below tho So!>teaber tls-an. 

3. Coal o:oporto coatlmle two-thlrdo a&alA a.o hl«h ao la.ot year, 
a lthl>ll&h obi-to of aathroclto coal were not .... utaine4 in 
October at the lnol of tho prececlin« IIODth, 

4. llbMt, M&t product., I!Dd froah fntito are not being ohlpped 
abroo.d in &o l&rge a 'rOlUllle ao a 7&&r ago. Tho recently &nnouncod 
p robl bl tion of i111porto of frooh app le a and poaro into tho Un i ted 
Xlngdom &nd l'ranco 1o eatl..Mted to coot our fntlt uoworo $15 •llllon 
clurinc tho ""'t orop year . 

5· Exnorta of copper. l umber, and &lrcratt are tllaO aDLller than 
laot year. altbo~ tho dae.lina in aircraft e:oporto ...,. be eJpected 
to bo toaporary. 

6. ·I ron &nd otoel prodll.cto, .. tal worlcinf; •chinory, auto1:10blles 
c.nd porta , and p rooene4 fruita are being o:oportod in larger quantltleo 
tb&n laot year • .txporto or C&Med fruit • ere oDly oll«ht17 lower than 
1n Septeober, when they roached a recor d bll!t> for &n7 month 1n recoat 
ye.ara. 

30 
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OD1\e4 Statea Daoaa\lc Kxporta b7 Coua\rlea 

(ln allllona of 4o11ara) 

31 

Perc.,\~~~;e 

Ootobor 1939 Ogtober 19"f 1J lpgr••• Stptwbor 1939 

323.3 274.1 lS 2s4.o 

51·~ 56.1 - 7 6o.o 
12. 12.J 1 12.1 
15.8 S.7 S2 S.1 
5-9 2.3 157 4.2 
5·5 3·0 S3 1.S 
3·0 2.} JO 2-5 

10.3 6.6 56 9·2 8., ,.4 57 6.0 
s. ·5 S7 ,.5 
6.9 6.0 15 ·9 
,.6 3·4 65 , .0 

·1 G.2 47 .1 
3·7 .1 - 10 4.4 
2.7 2.1 29 2.1 

59.6 41.9 42 50-2 

23-3 19·5 19 19·3 

.,,..• ber 

1nc1~e ree>POrta. 
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U..Ued Statea .bporta b7 Co ... 41t lea 

(b ailliou of clDU...a) 

Ogtobtr 1'13! Ogt ober 193§ 

46.2 
5·6 
9.3 

s t eel oem1-.....,utaeturea 16.2 
......,utacturll 6.2 

10.8 
9.6 

J6.2 
18.9 
9·5 
6.0 

nour 3.0 
J .O 
2.9 
4.9 

Monetary Reoeareb 

24.1 
3·2 
5·7 

10.5 
4.2 
7.7 
7.S 

32·2 
17.3 
9.2 
7.6 
4.0 
4.9 
5·5 

29·511 

32 

Perccta,&e 
Inor llf• Sept!9ber lQ, 

92 

~ 
4o 
22 
12 
9 
3 

- 21 
- 25 
- 39 
- 47 
- 83 

34.9 
5·0 
9.6 

14.8 
5·6 
6.7 

10.0 
35-9 
12. 5 

8.1 
7.1! 
3·4 
8 .1 
2.2 
8.4 

otrlctly co10parable to tij\W'ea gi'ran tor the othar t wo .. ntho. 
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3torttary ot StatE , 

Washington, 

2395, Novtmbtr 18. 

Pal TREASURY . 

PlAIN 

London 

Dattd Novtmb£r 18 , 1939 

Reo 1 d 8 :15 a , "' · 

The OotObtr 6vErstas tradt returns indicate sonx 

33 

rtcovtry ainct Stpttmbt r , a movtmtnt which waa dO•.>btltsa 

gaining cementum, espEci ally in tht s toond half of thE 

month. Exports improvEd by 7 pEr cent whilE imports rosE 

by 24 ptr ornt as compar ed with Stpttmbtr with a rtault ­

!.ng 1nor t aat in tht surplus of imports fran I.24 1/2 million 

in Stpt tmbEr to ~5 .2 million, Exports or coal s howEd th£ 

l argest inoru.at but all th£ thrtt main categories also 

Expandtd, manufactures by ~ ptr cent , toed tt ctttra by 

5 ptr ctnt, and raw matErials, influtnctd by c oal , by 35 

ptr cnnt. .t. furthE r 1nortas£ 1n both imports and tnorta 

Ol8Y bt t xpecttd thia month, 

I • 

• J ... t• • • ,.. . 
11ft-.8 '- l · --

KEI'liEDY 
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Secretary of State , 

flnchiJlBton. 

2785 , ·ov£:::b£r 18, 2 p . :1. 

FO~ Z:E 'A'RE.ASURY: 

lt1AY 

PARIS 

• 

Dated tlovcmbcr 18, 1939 

Rcc 1d 3 : 22 p. c . 

Tht entire Frtnoh press headlines the joint declara­

tion of Dalad1er and Cha~berlain yesterday on tbe all~Ea 

j c-int econo:-:ic ef forts in tee \'tQr and syncbronhation of 

the i r 9urchasing, tra nsnort and sL~ilar problema. Like 

their BritiSh counterparts , French oo~•entators exult in 

pointill3 o~·.t that conparable ·:.caaurea of cooperation wert 

not rcac.l!ed in the last war unt~l three ;-cars after ti:E 

open~~ ~t~ and in t nphasizing the wasteful oonpctit~on 

in tran~ •lortatl.on and foreign mrohas1ng which will tt,us bt 

avoide~. ~E declar~t1on and tcr joint Anglo-Frcnch 

coordinc. t:.JlB organizations set up arc , of couru , played 

up in ~rt liS an onsr•cr to Ger. •on Efforts 

to scporat£ the two alliEs and recent prophEtic 

of discord between thEn on foreign purchasing and the 

wasteful bid~ng against each othrr which would ensur -

the L-,·)Uoation b£1118 that Franc£ wot:ld rto£1 ve decidedly 

the short end of it. Tbe prcsrnt concrete tvidtncc of 

•oooplctc 
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- 2 - } 2785, Novrnbtr 18, 2 p . c ., tron Paris 

"oonplEtt solidarity" thcrct'orc 1a hailEd as full answEr t o 

thE Gcr:10.n radio. 

(END SSOl~ON ONE) 

BULLlTT 

CSB 

" 

Regraded Unclassified



Parapbraaa ot 8eot1one 'l'wo, 'l'brea, J'our, 
J'1Ya, 81x and Seven ot Ho. 2786 tro. 
Par1e, NoYamber 18, 1939. 

'l'oda;r we ba4 1unoh w1 th Arragon ( ot Morgana) and 

Ruett at thAI hou ot .Arragon . Ruett made the remark 

.. 

that although the 0J'ranoo-Brit1eh aooord1 aent1oned aboYa 

represented a 1 var 1 , there are at111 man;r detu1e wh1oh 

auet be worked out . He etated that nothing t1D.al had 

been drawn up 1n the oonveraat1one b etween Ra;rnaud and 

3S 

81r J ohn 81aon when Re;rnaud Y1e1tad London ( ratarenoa 1a 

aade to our te1egr .. no. 2768 ot HoYamber 18, • p.m.) 

although a general underetand1ng waa raaohed with reter­

enoe to the manner 1n vh1oh Br1t1ah ara;r expenditures 1n 

rranoe would be oovered 1n tranoa and 1 t wu aleo general1;r 

agreed that J'renoh balanoee ot eter11ng 1n London vould 

be uaed to pa;r t or l'renoh purohaeee 1n the Br1 t1ah Dapira. 

(Be oont1Ned the report that the greater part ot 

' repatriated ' rranoh etarllng oap1tal had bean all.owed to 

remain 1n London.) v. han been 1nt01"1118d b;r other eouro88 

that 1t 1a poee1b1e that the oonYareat1one vera not in 

all reepeote ae oord1al ae vu 111pl.1ad b;r CouYa de Kurnlla. 

Ve vera tol.d b;r Ruatt that although 1t ba4 b een 

announoed b;r Ra)'1lalld (our tdegr .. no. 2707 ot IoYeabar 9, 

7 p.a. ) that 81noa t~ bag1nn1na ot the var one billlon 

aora tranoe had bean repatriated than had been paid out 

abroad 
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abroad, tb1a ...:U gain applled 01117 to o~Ual 11h1oh baA 

aotuall7 b .. n h&Ddecl oYer to the rore1p ICxohaD.ge Ott1oe. 

Be atatecl that 26 b1lllon tranca wu the total aaoimt ot 

French 1repatr1at1one 1 to .S.te e1nce the beg1DD1q ot the 
. . 

Between t1n and e1x b1111on ot tb1a 11110unt waa 1n 

oaah 1n tore1gn exoh&Dge and approld.llatel7 the aaae ~t 

waa 1n the tora ot tore1p exoh&Dge hol41nge 1n aocounta 

1n rrenoh banta, which 1e oone1dered ae repatr1at1on 

( aee our telegraa mmber 2340 ot October a, 6 p.a., and 

nuaber 239. ot October ~.?p.a.) • . !he reaa1D4er ot the 

26 b1lllon tranoa YU llaAe up ot tore1gn .. our1Uea wb1oh 

haYe e1 ther been J)bTB1oall7 traneterred to J'ranoe or are 

aocounh ot banta 1D Prance, he ea1d. Ruett aleo aa1d 

that e1nce the beg1DD1q ot the war. the J'renoh hen ~ 

total p&J~~enta 1n dellare ot approld.llatel7 tan b1lllon 

trance tor a1rl1nea eto. Arragoll aa1d that 1t aeued to 

ha that the b1111on tranci ot tore1gn exoh&Dge ga1u4 

b7 Jluett (aellUned aboYe) wu aurpr1a1ql7 aall a1nce 

ao peroelli ot the gain wu aooountecl tor b7 the halt 

b11Uon tranca ot tore1p axoh&Dge oYer aDd aboYe r.-1 t­

tanoea abroad wh1oh hall ben turned oYer to the rore1p 

ICxehall.ge Ott1oe b7 llorg&D alone, 1n ap1 te ot tore1p 

axohange parohuea tor e11 c~ .. and other 1JI:portara. 

YUh reterelloe to tb1a, Jluett ~ked that 1t wu Ullt­

twaate that the poa1 Uoa hall beea takn b7 a ll-ber ot 

'II..U 
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banke on behal.t ot eoae ot their ollenh 'Wbo held dollare, 

that it vae enougn it ther aere17 deliYered to the olien' 

the trano equ1Yalent ot h1s dollar hold1nge while th87 

i oolt adYantage ot the opportun1tr to liquidate their O'IID 

eterling balances and deliYered the aqu1Yalent starling 

to the Poraign Exchange Ottioe instead ot deliYering 

dollars. Be etated that it vae h1a plan to inatruot the 

banks that this praotioe vas a nolat1on ot the apir1 t 

ot the regulatione beoauee naturall7 Prance ie more 

anxious to obtain dollars than sterling and aost ot the 

capital wh1oh hae been 1r epatriated1 hae, untortunatalr, 

been atarllngf Ruett also aa1d that there hae been a 

continuation ot the capital inflow eince the tiae 11&1t 

vaa extended tor baaing declarations of foreign exchange 

hold1nge to December 31 (aentioned in our telegraa no. 

2766 of No•eaber 16, 7 p.m.). 

Conf1dent1.ally, 1t 1e our understanding in th1a con­

nection that ·an especially fast one vas pulled by Lazard! 

Lazard gaYe to h1s Prenoh cllente 1lho held dollars or 

dollar aeour1ties which ther wanted to repatriate the 

franc aqu1Yalent; then he bougnt Dutch florins with the 

dollars; then he bought French Xendelaeoho loan iasuea 

at about aixtr with the Dutch flor1na; then he vaa able 

to aalte a neat profit b7 exchangSng these KeD4eleaoho 

loan iseu8B (tor vh1oh there ia a ••rr poor aarltet) tor 

national 
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D&t1onal. defenee bonde at per, hartng prertoual)- aa4e an 

agreement for th1e exchange with the French '1'reuU17. 

It wu remarked b7 Rueff that he thought that next 

week a ruling would be 1aaued with reference to the matter 

of exporter• 1nT01c1ng 1n franoe and the anurance vh1ch 

wu or1g1nall:r requ1re4 that the france turned over 1n 

pa)'llent are 1lega1l:r traneferable 1 • (Reference 1a aade 

to our telegrea no. 262• of October 19, 6 p.a. and no. 

2687 of October 26, 7 p.a. ) Be etated that procedure 

would be greatl:r 1 a1apllf1ed 1 b7 the new ruling. 

It 11 our underetand1ng that Rueff 1e aleo cone1del'­

ing aalting a change 1n t he technical requirement mentioned 

in cur telegram no. 2687 of October~, 7 p . a. that foreign 

reeidente 1n France (including Americana) must bring their 

entire income back to France troa abroad. While eo far 

ae we know, no atteapt hae been aade to enforce th1e 

requ1r .. ent e1noe the French authoritiee haYe been •er:r 

•Uberal1 1n their treatment of .AIIer1cane, and vh1le 1t 

appear• that the French author1 the are full:r aware of 

the lo81 in foreign exchange vh1ch will probabl;r r .. ul.t 

becaul8 of the departure of vealth;r foreign reeidente 

(and alec of the probleaa which will confront lawyere in 

ad't'1e1ng their ollente), the:r haYe not preYicuel:r felt 

that 1t would be ad't'ieable to change the requirement. 

(DD IIO'l'IOI l:nD) 

U'D 
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RPP 

Secretary of State 

Washington 

GRAY 

Paris 

Dated November 18, 1939 

Reo 'd 6 :55 p . m, 

2785, November 18, 2 p . m. (S~TIOII EIGHT) . 

41 

At the last moment Reynaud ' s budsot was revised upward 

to include substanti al outlay~ such as soldiers• f~ily 

allowances, indemnities and maintenance cost for refugees 

and the railway defi cit (hitherto covered by loan i ssues) . 

The total 1s therefore some 79, 000,000, 000 f r ancs and , as 

indicated, all purely military expenditures are excluded 

(as against some 68,500, 000, 000 francs for the ordinary 

budget of 1939 ) . T!'!e addi tiono.l revenue r equired--for this 

civil budget is allegedly balanced-- is expec ted to be 

derived largely from the new increase fro;. 4}1 to 5~ in 

tho salaries tax (our telegram !lo. 2779, llovember 17, 6 p. m. ), 

the 15~ special salary tax on unmobili zed men , retention by 

omployere of 40% of overtime pay for tho solidarity 

fund and excess war profits taxes . 

(END SECTI ON EIGHl) . 

BULLITT 

NPL 
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RFP GRAY 

Paris 

Dated November 18, l9S9 

Secretary of State 

Washington 

Rec•d 7 p. m. 

2785, November 18, 2 p.m, (SECTION !liNE) 

Members of the Chaober P1nance Commission following Reynaud's 

descr i ption of hie budget took occasion to voice some 

criticism of some of the obvious important hindrances to 

the country's economic revival whioh we have emphasized 

in previous telegrams: unnecessary over-r equisitioning 

by th~ military, retenti on in active service of too many 

over-age reserve officers which would be more J'eful in 

civil employment, delays in· rurnishlng raw materials to 

industry and delays in payment of military requisitions , 

A decree published in the JOURNAL OFFICIAL t oday 

suspends until the end of the war (one) the provisions of 

Article Three or the Decree of November 12, 1938 (see 

pageS of enclosure No.1 to despatch 3272 or November 

15, 1938) whi ch limited the levy under the cedular tax and 

the general income tax to 5~ of tbe gross ~evenuo, and 

(two) the provisions of tbe last paragraph or Article 117 

of the genera~ code of direct technicalities limiting to 

3~ tho offective rate of the general i ncome tax in relati on 

ID 
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RPP - 2- #2785 , November 18, 2 p . m. (SSCTIO!I NINE) rrom Paris 

to not global rovenue. 

(END OF MESSAGE) 

NPL 

• • • •• ~ ,. I 

1: \ ; I •} J o 

I• t , ,' 1. • • •; .'.J •' 1• 

• • , ... ,.,.. ... ' ..... _ _,. 

BULLITT 
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TREASURY DEPARTMENT 44 
INTER OI"FFCE COMMUNICATION 

DATa •oTeaber 18, 1939 

Saoretarr Korgenthau 

Mr. Ha-;$1/. 
The Worka Progress A4m1n1atrat1on has raT1aad ita 

etatistioa on the nuaber or vorkera eaplorad to thoae g1Ten 
on the attaohed tablea and ohart. !he t otal tor t he week 
ended WoTe&ber S, 1939 vas 1,930, 000 peraona , an increase 
or 29,000 rro• the preceding vaek, vb1ch, in t urn , • •• prac­
ticall7 unohanged tro• the t1gure ror Ootobar 25· 

Attaohaanta 
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WORJ:S PROORJ:88 ADllllfiS'I'RA\'IOI 
Juaber of Workere lap1o:re4 - Weekl7 

1JDJ. ted State a 
4S 

Week &D41nc 
1939 

Juaber of Worker• 

Marob 1 
Karob S 
Karob 15 
Karob 22 
Marob 29 

April 5 
April 12 
April 19 
April 26 

June 
June 
June 
June 

3 
10 

~ 
31 

r~ 
21 
28 

Ju1:r 5 
Ju1:r 12 
Ju1:r 19 
Ju1:r 26 

Auguet 2 
Auguet 9 
Auguet 16 
Auguet 23 
Auguet 30 

8epteaber 6 
Septeaber 13 
Septeaber 20 
Septeaber 27 

Ootober ~ 
Ootober 11 
Ootober 18 
Ootober 25 

Nonaber 1 
llo't'eaber S 

Souroe: Work• Progreee A4a1DJ.etrat1oD. 

( ID tboua&Dde) 
3,032 
3.009 
3,015 
3,009 
2,9S0 

2,906 
2,761 
2, 752 
2,751 

2,736 
2,6~ 
2,623 
2,~ 
2,600 

2,593 
2 ,590 
2 ,57S 
2 ,551 

2,338 
2,2S9 
2,250 
2,200 

2 ,0S2 
2,()54 
1,9n 
1,S9S 
1,~2 

1 ,662 
1,696 
1,735 
1,790 

1,903 
1,S75 
1,898 
1,902 

1,901 
1,930 
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1936 
JUDe 
Jul7 
Auguet 
Bept .. ber 
Ootober 
NoYeaber 
Deoeaber 

1937 
Jatlllal'J 
Pebruar7 
March 
Apr11 
MaJ 
June 
JulJ 
Auguet 
Bepteaber 
October 
NoYeaber 
Deo•ber 

1938 
J&D\UIZ'J 
Pebruar7 
llaroh 
Apr11 
MaJ 
June 
Jul7 
Auguet 
8epteaber 
Ootober 
NoYeaber 
Deoeaber 

1939 
.raaur7 
rebrurJ 
Karch 
Apr11 .., 
JUDe 
Jul7 
Allpet 
8epteeber 
October 

VORU PROGD88 AI>IUNU!RA!ION 
Nuaber of Worker• lap1oJe4 NonthlJ 

Un1te4 Btatee 
luabar of Worker• 

(ID thoua&Dde) 
2,256 
2,~9 
2,377 
2,~2 
2,SS1 
2,q3 
2,192 

2,138 
2,146 
2,115 
2,070 
1,999 
1,821 
1,569 
1,~0 
1,~1 
1,~76 
1,520 
1,629 

1,901 
2,075 
2,395 
2,SS2 
2,678 
2,767 
3,053 
3,153 
3,219 
3.~6 
3,319 
3.~ 

2,~6 
3.~3 
2,980 
2,751 
2,600 
2,551 
2,200 
1,M2 
1, 790 
1,902 

8oaroe: Worke Progr••• Ada1n1etrat1on. 

llontlll7 f111&1' .. are wekl.J f18'D' .. for the lateet 
veell: of the aoatb.. 

~7 1M1wle eert1t1ecl aa4 none~1t1e4 worll:era. 
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TREASURY DEPARTMENT 

INTER O"'CE COMMUNICATION 

DAU Jo .... ber 11, 19}9o 

Ia aocor<laaoo wUb \be •-•"'7'• laotncUOilo tolopboao4 troa Arll­
r-otoriq toroaoOil, I T1o1to4 tho D.part .. at of 1\ato tblo .. ra1ac aa4 '"""1Jao4 
tbol.r oablocruo tro• lonabor II \o 4ato 1ll r..,...4 \o tbo lo\llorlaa4o u4 JoJ.cl-· 

'1'heoo oabl_., -1ac troa llnutoolo, tlw Jtocu, Parle, Jorllll u4 t...a.m, 
41ttoro4 oa ...,oral pouh. -. ao a pro"7 U&orcnlcb aero-'· bo-, U.t 

tho Gorauo - aonal.l7 pluao4 u att&ol< ap1ut tloo lotb&rlaa4o, u4 porlloopo 

&loo Jolclu, tor 1-'Mr 12. llatorlal tor poatoOil -.r14&-oo - -.. .. taba up t o 
tho Dutob bor4or. J.o to tlw rooooao t or oalllac ott or 4ola71ac nob a 110\'0, cn&r 

J.abaooa4oro TarT· ODo report 1o that tho Itall.aa u4 lpaalob &0"1..-h lot 
CloraYT lalow tlwt -b a aon would. -.. ooao14oro4 aqapatboUoallT -.7 tboa, ooa­

o14orlac tlw olooo rol&Uoao botwoc It&17 u4 Jolcl-· u4 tho ooatlMDt ot Spau 

to- ~1 aft\ral aaUoao. t'bero 1o ao ooDTioUOil at all that tlw taacor lo 

4otWto17 r-n4. '1'he bopo 1o tlat Bitlor "8T haft -• bow otroacl7 wrl4 
ooatlMDt woul4 -.. apiaot & Y1ol&t101l ot Dv.tcb aa4 JoJ.clu torrlter,", 

ODo otrtoU7 ooat14oat1al call~ taU•to4 that tlw Jrttiob u4 hooch 
tbaaoolyoo wal4 aot 'M t oo uabapP7 at oootac tbo lo\llorlaa4o aa4 Jolal\111 1afto414 

aa4 !oroo4 lato tho ..- oa tlwlr o14o , oopoo1all7 oiDOO t blo woul4 c1Yo tlw allloo 

& cbuoo to !lcbt Mok at CloraYT \llro,.P tho lowlaa4o 1aotoo4 ot b&Ylac to p 
thro,.P tho wot -u. !he l'roacb aro roporto4 to -.. toba - .. 11111 ~p­
•oat up to tho Jolal.aa troatlor with tho Uoo ot traaoportlJ>C troopa oa4 ... , 

o.cro oo Jolcl- to -t tho O.nooa att&oll:o, 

11bllo , ... plocl.p ... , ... tho Jolal.aa u4 Dv.tcb Ooftruoato 1o -..uno4 to 

o.d.ot, \lloro to ao ll:ao•lo4&-o ot a 4otWto pact ot -tu.l &oolotuoo that woal4 

boo ... oporaUwo 1t..,. ot tho tw -triot wro attaolao4 \7 GorooaT· 

!'looro •• - -..uot \bet tho Dv.tab Quoa--- paa1-otr1- \7 tho 
throot ot Gor.a 1laY&al.oa oa4 tb&t ob& - 'MD 1aoHM4 to lot tb& O.rau AnT 
paoo throiOP wltbOOlt all1\ar7 roolotuoo. !hero ao tho otloor -•Uoa \bet 

tho o.r.ao tboaoolfto - toroo4 tho Jolcloa - Dv.tcb raloro to - their 
poooo propooal, taoloUac that tlw a ... t.-1 aaUoao, 1t tho7 aro to ooaUIIIUI to 
uJo7 tb&lr ..,.tral U'MrUoo, aot tall:o aoUoa .. ro 4at1aUo17 1a \be 11M ot 
~-tor-a:t. 

!loo .Wlocz- tr.. hrio 1a41oa\M a ottlclal -..uot \bet Gorooa7 wtU 

otrlll:o ..,.Uot Jnaoo TWt tblo TO&r• oo4 that \be lo\borl&do - :1o1a1- aro 
ot.pl7 _.. ... tflr tb& _,, hrio .... Mt _, &ohal ...taro -.ot- .... ta 

u4 J'h'"'• ... , , ... oort ot u u1o&lllo oottlo-t, 
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TREASURY DEPARTMENT 

INTER Ol'l"lCE COMMUNICATION 

•ttoM Mr. Ooohran 

!ba tonip •ZJObuce -.rat vaa ,. • .,. qaiot. Ia .-.wro~aa okr1l.Jic opeM4 

at 3·90-3/16 ...,. cloH4. a t 3·9C).:9/16. I" lew Tort the opnlac qaota Uo" vu 

3. 90 , aDd atkr tlw>W...UAC i n a narrow r- 1t o1o oed at 3·s<J:.7/8. 

!ba 4.1eoo""t on torvar4. okrlln& contl.zme4 to vUen. One IIODI.h okrl1-c 

woo quo\84. a\ }-1/ 4/ ~r pottn4 u oco...,t, oqu1Ta1oat to 1~ per ....-, aDd 

throe IIIODI.ho' at 6-13/161 per po'IUI4, oqai,..1ent to 71> per ....,..., 

Sal•• ot opot o\erl1ug b)' \ho tour report!.~~& banlca in !lew Tort totaled 

'-.'>O},()(])troa \be tollovln& oovceo: 

B7 co .. ro1al concerna •. . .• . ... . •••..•..•...••••••...••.....••• • 

B7 foreign banka (Jar Zaat and Jurope) ••••••••• • •• •• •••••• .• • 
!otal • . 

Pu:rchaaoo of opo\ o\erl1ac amounted t o ~.000, aa 1n4.1ca\e4. bo1ov : 

B;r co.-.Mrclal coDC•rn• . •• •••. .••.••• •••.••••••••• •• ...•••.• ..• • L 41 .000 

:B7 foreign b&nk!a (ltarope) •• •••• • • •.•.••.•• .......•.....•.•.. . •• L ~,000 

fot.al •• ·' ,000 

Of the tour reporting banko, the fo11ow1ug eold otorllJl6 to the :Sri Uoh 

0oDtro1 at 11.02: 

~ ,000 b7 the Guar""t7 fruo t 0oiii>&D7 

11,000 b7 the llot.Uollal Ci t7 :S&Ilk 
2,000 b7 l.ho Chaoo Bational B&llk 

~}1,000 'rotal 

All of l.hio owrllng ropro•D\84. cotton 'billa. 

We oold to the Contral B&llk of Al'&"Dt1Da $2,000,000 in COl40 to bo aMe4. 

to ~eir earaerc.d acoouat. 

Wo purchueclfr .. !be lotllerlaDda $2, 000,000 in tp1d, t~ their oan>er­

accou.nt. 

CONFIDENTIAL-
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!M I'Manl leu"'o »..at of Wft Tnlt Ufene4 u ·- Uln'e _. M 
o!UJMah ot .. a -. wa -~ ...,. ... _. w u . 

tw J,t,a .... let t o •• NMIIl. -......, :1-.k ot ww Tnlt •• epp1T tu 
a llo••• •• •naatu ~oz1·te17 $1,125,000 Sa .. u tMa lta ....._, II 
\0 Ua .loo_, fll, ....._, II 1a \Ita J.t , l, '• - __ ,, .... .&au•• fll 
1a &014 .-M '117 tlta Ontral :a.k of !ubir· Na ti'U&MUoa rapn-• 
tbe aala ot &014 liT , ... J.t.s. '• !vltq, .etoll 1a, Sa , .. , llal4 \r \lie 
:a. t .s. u oalla,aral tor a-.olal a...Uh cna•et \r u •• tloo 0..'1'111 
:S.II:ot~. 

CONFIDENTIAL 

so 
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P .ARAPIIRA8E OJ' TELEGIIAH RECEIVED 

FROM: American Legation, Guatemala 

DATE: November 18, 1939, 11 a.m. 

NO. : 52 

RUSH 

51 

From Gaston tor t he Acting Secretary ot t he Treasury. 

A str ong sentiment has been indicated by the Guate­

malan Mi.nieter ot Finance and othera that t he United Btatea 

ahould otter t o be boat tor the 1940 meeting, the exact 
whl.oh 

date ot which should be set by the oountry/w111 be the boat. 

They argue that t here would be advantage in meeting in 

Washington where the permanent committee ia located and 

will have been functioning tor a year, and they also men­

tion that a meeting there would attract the Finance Minis­

ters ot all the countries. As I muet make reply Monda1 

to the Conference, I request prompt 1natruot1ons. 

DEBPORTES 

U :i'LU18G 
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PARAP!IRA.SE OF TELEGRAM SENT 

TO: American Legation, Guatemala 

DATE: November 19, 1939, 3 p .m. 

NO. : 54 

For Gaston from the Treasury. 

52 

The courteous and friendly attitude proapting the sug­

gestion reported in your 52, November 18, 11 a.m., that t he 

Treasury Representatived meeting in 1940 should be held in 

Washington is appreciated; we have every desire to be help­

ful Md to play our full part, but we cannot accept t he in­

vitation, einoe we feel that it would be muoh more satis­

f actory and advisable t o hold the meeting elsewhere. 

For the confidential information of Gaston and Duggan. 

Binoe in all probability the Advisory Committee will continue 

to meet in Washington, and the United States will have the 

responsibility of host and of general direction or that 

committee, it ie quite impossible tor ue to aooept the ad­

ditional task. Furthermore, if both committees meet here, 

there would certainly be created some sense or undue share 

or monopoly of their work, and th1e we v1ah to avoid. 

EAIFLIMSG 

WELLES 
(Aot1ng) 

Regraded Unclassified



53 
TELEGIWI SENT 

ham ORA¥ 

Novmbtr 20, 1939 

AMERICAN LEGATION 

GUATEMALA CITY 

RUSH 

55. 

3 p . m. 

POR GASTON FROM SECRETARY OF TK£ TREASURY. 

We have reconsiderEd th1~ matter and discussed 

it with tht State Department. Wt art both agreed that 

for various conclusivc r easons wt cannot undtrtakc to 

havt the 1940 mtet1ng of Treasury rcprtscntat1vts held 

1n \faah 1ngton . 

EA:HF:EB 

p 

WELLES 
ACTING 

(HF) 

Regraded Unclassified



J . L. 

•o~aber 20, 1939 
6:10 P·•• 

54 

Rallton: Mr. Beoretary, thie ie J. L . Ral.eton epeaking, 
Minister ot rinanoe, Canada. 

HMJr: Bow do you do. 

R: Hov do you do, air. V1ll you exouee me tor oalling 
you at your ho•e' 

ID!Jr: 

R: 

!!KJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

Quite al. l right. 

•• • •••• a eituation baa oome up that I wanted to haTe 
a vord Vith you about. 

Please. 

I •~ been hoping that I oould han the pleasure ot 
going down and Just having a neigbborl:r obat With ;rou, •••• 

Right. 

• •••• • but we're etill at war u~ here. 

Yee. 

And ve•ve been terr1bl;r busy. I vae hoping that 1t 
-.!ght be next veelt, but a oerta1n -- this eituat1on 
has arisen that Mr. Tovere , the Governor ot our Bank 
ot Oana4a ...... .. 

Yea. 

••• ••• 1a being-- this is ~r:r oontidential, ot oouree, 
-- U being sent to repreeent the Oover~~aent ot Canada 
at the oonterenoe ot Doainion M1n1etere whloh ie nov 
being held in London. 

Yea. 

He vae npeoUng to go on the Olipper on Baturda;r. 
vae poetponed until today and nov I•• atra1d 1t hae 
been poetponed unt11 laturday. 

IDtTr: Y••· 
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I wondered it you would receive him it he slipped down 
to Washington Just to talk With you on the general 
situation. 

Surely - I'd be glad to. 

I ' d-- I know be'• Central Bank; be'• not trom the -­
not direct trom the Department at the minute , but 
he • a - - I want to assur e you that be'• representing 
us and represented -- represents our tull Yiewe. 

Well, that -- that endoraement 1B eutt1cient. 

And, as I eay, we think enougb ot him to be sending 
him over to England to represent the OoverlllliAint there. 

When oould Mr. Towers come down' 

He's 1n New York nov and I was going to telephone h im 
t onight and aek h1m 1t he could go tonight or to1a0rrov 
to - to eee it there wae any - - and I called r eally 
t o tind out it there was any time when you t hought you 
might receive him. 

Well , your Minister hae an appointment at 10:30 toaorrow 
morning. Would that be ••••.• 

An,-. ..... . 

Would that be it' 

No, I don't t h ink it -- I -- not that I know or. 
Excuse me Just a minute, Dr. Olark, my Deputy Minister, 
ie right here now; I' ll Just ask him. 

(Talking adde: Mr. Morgenthau eaye t ha t Chriat1e hae 
an appointment to.orrov morning at 10:)0. He wondered 
it, by any cbanoe, that might be it. ) 

No, he aaye . not, Mr. Morgenthau. 

Well, he could-- he could come • ••••• 

We could get in touch With Cbriltie and Christie could 
arrange with you. 

Yea. I mean, why couldn't Mr. Cbr1etie bring him in 
at lO:)ot 
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R: Well, that would be moat oonven1ent . We ' ll oa11 him. 
r1ght away. 

!IMJr : 

R: 

!IMJr: 

R: 

R: 

R: 

Hl~Jr: 

R: 

!!l{Jr: 

!\: 

I mean, there ' s no r eason-- I mean • ••••• 

Oh, you know you oan see h1m 
I mean, Chr1et1e 1a qu1te 

Well , Why wouldn't • •••••• 

see him w1t h Ohr1at1e. 
the a1tuat1on and •• •• • 

• •• • • •• ta1k v1th Chr1at1e then. 

Vhy wouldn ' t that be a happ:r 1dea' 

I tb1nk that would be a very t1ne 1dea. 

Well , then I' ll look t orvard to aee1ng him at lO:JO, 
and I hope that we ' ll be able to .. et soon. 

Wel l , I - - I look forward to 1t very muoh indeed, and 
it' a only beoauae things are pressing here ao that 
I haven't been able to give m:reelt the pleasure ot 
being down before. 

And I'm glad you telt tree t o oall. 

Thank :rou very muoh 1ndeed, Mr. Morgenthau, 

Ooodb;re. 

Ooodb;re. 
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INTIER OFFICIE C O MMUNICATION 

TO lecrata17 Morc-D.tbool 

~ROM lfr. Cocb:r&ll 

!be tor.lp ezc~ .... tot ,.. ~ .. all with a talrlT ou'botao.\lal .....,._ 

onr ln ohrUnc tr..,oacttono, ID. 'In York tho oponlnc quotation tor o terUnc 

wao ).89-J/4. .u thot u .. , tho reporUnc 'banlto otatl4 thot thoy h.o4 110t r•­
eelnd aq ordaro troa abroad , elthor to puchao• or oell eterUnc. About 10 

o 'clock oo .. li'IIT1nc ordero war. reeelnd troa A.aeterdaa, aDd the rate otrencthoDed 

to ) .93-1/S. ShortlT 'before DOOil U ... 14 to J.'J!i!-l/8. A'boolt ald-atteraooD 
rll'b'bor lntereoh c,... into tho aarbt to acquire oterUnc, aDd tho rate rMChed 

tho hlch of 3·93-1/2. It clooed at 3·93-1/2 offered . 

J'roa tho turllO't'V tlpreo ciTell 'below, 1t wlll 'be o'boarTid that oaleo ot 
ohrl111c e:rceadod tho puchaoeo 'by '-151,000 whlcb or41ur11T would deprell tho 

rate. Bov ... or, tha rate O!PPr&Clated llldlcaUq that abort poo1Uo ... wore 'belnc 

eo.-are4 or loac poal tiona cr .. tecl or uteD4e4. 

SterUq f orward ratoo ohowed hpron..,.t t oclal'. 0... aollth otorUnc wao 
quoted at 31 _par po'IUI4 dhcO'IUlt, aqulftllllt to 9-3/1(1{. per &11111111, aDd throe 

onolltho 1 vao 6-1/'4; par pouo.d dheO'IUlt, equlftlellt to 6-3/Wf> par &11111111, 

Saleo ot opot ohrUnc 'by tho tour reporUnc 'bMI<o 1D. 'lew Yorlt totaled 

&.541,000 troa t ho toUOWliiC oourcoo: 

Purchaoeo of opot oterlliiC aaO\llltod to 1.390,~, ao 1a41catod 'bolowr 

B7 co ... rclal conc•rDa •••••••••••••••••••••••••••••••••••.•• , 159.000 
!7 torel~ baaka (~pe aD4 7ar laat), ••••• •••••• •• • • •.•. •• , ~,000 

~o\al,., ..• • .000 

Of tho tour roporUq 'bub, tho latloul CU7 llaa.lt wao tho only Olle tllat 

oold oterllnc to tho !rltloh CoDtrol, It oold eottoll 'blllo aaoulltliiC to 12,000 
at tho ottlolal rate of 11,02, 

!be other ~orta..t cnaJ'r&DChe olool4 ao foUowo: 

J'roach traDOo 
O.Uldero 
hi•• true• 
hlpa 
~-doll-

CONFIDE NTI /. 
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Yo pV<>haoo4 $2,5<)0,000 in cold tro• u .. oiU'IO&rlcocl AcCO\Uit of the lletherlal>do 
BaDJ<, 

'lho locleral :Reoene Bank of lew York reported to uo the follov1~~& ohipaento 
or gold1 

$5,000,000 troa J-. ohlpped b7 till Yoko~ Specie llaak, conolgned to the 
Yoko~ llpocle llaak, S&A J'r&ACheo, fer oale to the u. s. Mint a t 
Su J'ru.ctae-o. 

2,088,000 from Sout h Afl'lca, ahipped 'b7 till South African :Reoona Baok, conolgnocl 
to t he l edaral l!.aoone B&Dit cf II~ York, to 'be oiU'IIal'lced for tho account 
or tho lletherlando Baok. 

1,468, 000 from South Africa, ohipped 'b7 the South African :Reaol'Te Baok, ccnolgnod 
to the :rodaral :Reoona Bazik or :rev Ycrt. to 'be oarmerked tor till account 
ot t he li&Dk of SVedan. 

~$"'&'"', 5"'5"'6-. ooo="" !ot&l. 

With reference to the ohipaent of gold to 'be earmarked tor t he a ccount of tho Rank 
of Sweden. thio gold waa oYidentlT pureh4ood in the South African marlcot 'b;v that 
bank, and 1t 1o the tirot ohlpaent of cold from South Urle>a to the u. ·s. tor account 
of the Swedioh Central Baok. 

The oqub&l.ent of to~'• London opot ollnr price vaa 41.22; and tho torvard 
price wao llo.85f· 'rho pr ice for foreign oUnr fixed 'b7 ~ aDd Baran ""'" un­
~d at 34-J/4;. 'lho Treuu1'71 o price for oimilar o11Yor waa &l.oo une~d at 

In llov York:, we IIU!Ido olx purchAaoo ot olhor tot&lill& 1!70,000 ouncoo under 
tho 511 nr Purch&oo .Act. 

CONFIDENTIAL 

Regraded Unclassified



Operator: 

oute1de 
Operator; 

John 
Ranee: 

Oute1da 
Operator: 

Operator: 

H: 

0: 

H: 

Herbert 
Oe.aton: 

0: 

Outa1da 
Operator : 

0: 

Oute1de 
Operator: 

Ranee: 

Oute1de 
Operator: 

H: 

Oute1de 
Operat or: 
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Ranee: 

IJonaber 20, 1939 59 
10: 32 a ••• 

Xr. R&nea 1& on the line. 

Hello, Mr. Banes. 

Hello. 

lll right. Just a 110ment. 

Hr. Ranee, I want to aa7 a word t o Mr. Gaston. 
Do JOU m1ndt 

Ro, sure. Do you want to eay 1t t1rett 

Yes . 

All right. 

Hello. 

Bello, Mr. Daeton. 

lll ri~t . Put your party on. 

Hr. Ranee 1a on. 

!hank you, operator. 

Bello. 

Hello, Mr. Ranee. 

Hello. 

Go ahead, pleaee. 

Rallo. 

Bello, He~t 
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Hello, Johnn.y. Row are ,-out 

Pine, thank you. Juet a a inute, t he leoretary'a 
operator wants to apeak to you, 

Yea. 

Hello, Kr. Gaston. 

Yea. 

(Brief pause. ) 

lll'. Ranee, do you want to ll&lte a reoord on thlat 

Yee, l 1Te got •••• •• 

Don't torget t o turn it ott. 

I 1 Ye got it ••• •• • 

All right. Go ahead. 

Hello, Herbert. 

Yes, how are yout 

• 

Pine, thank you, and how are yout 

€0 

Well , I'• all right. I' • a l i t tle exbaueted vitb a 
lot ot entertainment, but I ' • retllY teel1ng tine. 

Ob, good. 

lfbat I oalled you about, John, 1t t21 U - tbat -- I 
wondered if they oouldn1 t reoonatder that mat ter 
about holding the meeting in Vaebington. We're a 
little bit on the spot. !he propoe1t1on vas tirtt 
put up to Venezuela and they turned it down, and 
then they deoided that they wanted it in Vaab1ngton, 
and they aelted us toNally in a meeting it they 
oouldn't bold 1t 1n Vuhlngton and I replied that 
or oouree va tel t oo8pl1aente4 tba t they ebould aa1te 
that eugeat1on but that ve would ban to oonault 
our Oonrnaent. 

Yea. 
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And nov, John, I'm afraid that the th1ng has gone 
pretty vell, oonaideri ng all the circumstances, but 
I'm atra1d it there's a bad m1xup about the meeting 
date it V1ll sort ot lea•e a bad taste. 

Yes. 

And it -- ve could fix our ovn dates, you koov, at 
our ovn convenience. 

111•. 
And I think it would lea•e a muoh better atmoephere. 
They seem -- t he7 eeem to be pretty well agreed that 
they vant Waah1ngton a nd - - they first asked Venezuela, 
as I ea1d , and they - - and Venezuela oouldn • t have it, 

Yea. 

I'm wonder1ng it you couldn't talk it over again and-­
and eee whether you could oome to an7 other oonoluaion, 

Yea. Wel l nov, Herbert, the Secretary is late. He's 
not here, and last night I talked with Herbert Feie,,,, , 

Yea, 

,,,,,,and Herbert said they had considered it very 
carefully over at the State Department. 

Yea • 

.And in rtev of the taot that l94o 1a the year that it 
1a-- you understand •• •• •. 

Yea. 

...... -- they thought it would be - t hat coupled Vith 
the tact that we were haYing this other economic con­
terence here ••••.• 

Yea, 

•• • •• • -it vould Just-- Juat mean too muoh tor thia 
Government to undertake at one time, and eepeoially 
at the time Just -- it would probably be either Juat 
before the Con•enUona or it would be attar the 
Oon•entions and during the oa.paign, 
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Well , we could put it ott until after election. 

You oouldt 

Oh, yes. 

62 

Well now, I'll make that suggestion t o Herbert Feie 
and Sumner Welles •••••. 

We could choose our own time. 

Yes. Well, I'll make -- I ' ll euggeet to them that 
you called up and that you felt that we ought to 
make eome effort at haTing it here if yossible, and 
ask them to reconsider their decision. 

Yes. They -- they rather put ue on the spot on the 
t hing, as I say, by formally putting it up to us. 

Yes. 

And eo I ' d appreciate some word. How's everything 
going at the TreasurY' 

Everything is going fine here , Herbert. 

Yeah. 

Not a thing -- everyth ing has been very quiet since 
you and the Secretary went avny. ~le haven 1 t had 
very much t o alarm you. 

Yell , will you tell -- tell the Secretary that I'm 
doing all -- tell Henry I'm doing all right. I'm 
eorry I couldn't get home any sooner, but I had 
to stay until the thing wae oTer here . 

Ri ght. When do you contemplate leaving? 

The first plane I can grab here 18 -- 18 Thursday 
morn i ng and I ' ll be in Wsehington early Friday. 

Yes. Thursday morningt 

I Will arrive Friday. 

You arrive here P'r1dayt 
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Yea. 

I aee. All right, Herbert, How, I -- I think I'll 
wait until the Beoretary oomea baok. I'll talk to 
Fe! a right awa1 and tell him what 10U' ve eai4, and 
then I'll wait until the Beoretar1 oomee baok. 
He' 11 be here an,. minute now. 

And then 1ou•11 either -- then 10U oan either oall 
.. on the phone or -- or aend a plain -- •end a 
plain wire 1r 10u want. 

All right. 

Vhatenr ia the quiokeet .. ,.. 
All right, n.ne. 

All right, Johnn.1. 

'l'hank you, Herbert , and good luck to you. 

Thanke a lot, John, Goodb,.e . 

Goodbye, 
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TREASURY DEPARTMEN T CONFIDENTIAL 

INTI!It OFFICE COioiMUNICA110N 

oAn November 20, 1939 
TO 

..., .. 
Seorets~~enthau 

llr. Haaj(;;?f . 
Subjeot: Current Developments in the 81gb-Grade Securities 

Karltets 

(l) 

(2) 

(~) 

Bale ot $~1 millions at Government bonds and notes by 
the Federal Reeerve banks featured the market develop­
ments ot the paet two weeks. The Government security 
aarket rose almoet uninterruptedly during the two-week 
period, the aver11ge yield ot all long-term Treasury 
bonds falling by eleven besi e pointe • The 
upaving carried all but the ehorteat class 
new hlgh levels tor the recovery movement ~;~~,4!~!..~ 
The Federal Reserve banks permitted their 
o t t fUr ther (Chart III). New Yon Oi t7 banks added 
aubatantially to their Government eeourl ty holdings, 
picki ng up a l arge volume ot Treaeury bi lla (Chart IV) 
and guaranteed issues, presumably the new RFO notes. 

Eleven local housing authorities eold e~9,675,000 ot 
six-month notes last week to yield Just under . 6o per­
cent . The repayment provisions ot theee notes are 
auoh ae to make tbe2 guaranteed 1n etteot b7 the United 
States. The rate pald b7 the local authori t ies dose 
not compare favorably With that currently pald by other 
borrowers ot t i ret-rate oredlt (Chart V) . 

81gb-grade corporate bonds rose in price during the 
past two weeks, and the average yield tell to 2. 93 per­
cent on Novamber l~ (Chart I). Defeat ot pension plane 
1n Ohlo and California contributed to the etrsngth ot 
municipal eeouri ty prices . State ot O&litornia warrants 
sold on a 3 percent basis the day after the election ae 
0011pared V1 th ~ percent previouely (Chart VI). 

On llovellber 7 the Bri Ueh Governaent Alllted Parllaaent 
t or author1t,- to 1norease Governaent borroV1,ng by 
1.250 llillions· tor war purpoeee. To date the war had 
been tinanotd by the iesuanoe ot Treaeur,- billa. The 
position o t the aoney aarke t a t the preeent t llle i s not 
greatly different troa 1te poeltion before t he war. 
This dlttera eharPly tram the petition prior t o the tiret 
war loan 1n 191~ aJid 1a due priaarlly to the pr011pter 
institution ot aone,- aanet oontrole. 
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I. United Statea Securit1aa 

L1qu14et1on ot a portion or the Federal. Reaerre holding• ot Government bonda and notee (aainl:t guaranteed iuuea ) tor 
t he tiret time in nearly aeven yeare featured the develoP­mente in the Oovernaent eeouritiea aerket tor the paat two 
~•eke. All aeot1ona ot the aarket have been atrong, and 
prioea deolined on only one day, Friday, Boveaber 10, When 1t vaa reported that inveatora hea1tated to aeke holiday week-end 
oolllll11 tmenta owing t o the po&Bible diaturbing oharaoter ot 
foreign neve. Federal ' • ealea of ~~.6 milliona-- vbioh started on November S, but vh1oh were concentrated on Tueaday, 
Wedneaday, Thuraday and Friday of laet week (Bov•ber 14-17) 
- were rtaved bul.l1ahly by the market. Aooor41ng to the 
pr eee, they were taken aa an in41oat1on that the Reaerve 
author1t1ea talt that the bond market oould not only atand on 
its ovn teet, but waa strong enough t o abeorb aoae inoreaae i n the aerket aupply ot Government aeour1tiee. 

The avarage yield of al.l lonl!'-term Treaaury bonde de­
oreaeed . 11 percent during the paet t vo weeks, ol oa1ng at 2. 4; percent on Saturda;r, Boveaber lS (Chart I). The relative 
moveaent· ot the different aaturit1ea or Treaaury eeour1tiea during the past two veeka i a ehovn i n the following table: 

Notes 
~o 3 yeara 

3 to 5 yeara 
Bonde 

••• 0 ••• • •• •• ••• 0 • 

• •••• 0 •• • 0 •••• 0 0 • 

--uD!er 5 yeare to call • • . . . ..• 
5 t o 15 yeare to call ••••••.• 
15 yeare and over t o oall •••• 

Average price change 
w .. i Weii 

ended : ended : Tot&l 
Nov. 11 1 Bov. lS • 

0 
+ 5 

+ 3 
+ 9 
+10 

(In th1rty-aeoon4a) 

+ 3 
+12 

+11 
+4o 
+54 

!he UJlning of Oovern~~ent eeouri ty pr1011 during the peat 
tvo weeka continued the recovery aoveaent that baa been in J?roo .. s e1noe Sept•ber. It brought all aatur1ty olauea 
(except the very llhorteat aetur!. tr olua) to a nav high level tor tha pr .. ant upaw1ng (Chart II). B:r Saturday long-tal'lll 
bonda had recovered 6s peroent and ae41ua-term bonda had re­
covered 79 percent ot tha 4eol1ne autt ered between Auguat 19 
and Sept•ber 25· llhort bonde and Treaaury not .. , U will be 
raa•bare4, reaohad their lowe on s.pt•bar 6. Eighty peroent 

Regraded Unclassified



seoretar7 Korgenthau - 3 

of the declines from Augus t 19 to that date bas now been 
reco•ered b7 t he shortest bonds (under tiYe yeara to call), 
86 percent by the 3-5 1ear notes, and S5 percent by 1-3 rear 
note e. 

In addition to t he reduction in ita GonrnMnt aeourit7 
portfolio occasioned b7 the abon-noted eale ot notes and 
bonda, the Federal ReaerYI banks permitted their bill holding• 
to decline b7 another 155 milliona during the past two weeka. 
!be Federal ReeerYe banks now own onl7 1105 ailliona of 
Treasurr billa aa compared with 14-77 &l.llicns on June 21 
(Chart III). 

The run- otte ot the Federal ReaerYe portfolio of Treas­
ury billa du.ring the last tew weeks and the three additional 
issues ot $50 millions each offered by the Treasur7 in October 
ban great17 enlarged the market suppl7 ot au.ch seouritiea. 
Since Septellber 27, t or eX&IIPle, the inoreaee in the priYatel7 
held lllal'ketable auppl7 ot Treasurr billa baa aaounted to I2S7 
millions. !be entire aaount ot this increaae baa been added 
to the portfolios ot weekly reporting aeaber banka 1n Hew York 
City. 

With respect t o other United Statea aeourit1ea, New York 
City banks sold 130 millions of Treasurr bonds and bought a 
slightly greater amount of Treasury notes during the three 
weeka ended HoYember 15 (Chart IV). Banks outside Hew York 
City acted in the opposite manner (data tbrou~ November S 
only) howe•er, selling a small Yolume ot Treaaurr notes and 
acquiring about the aame amount ot Treaeurr bonda. Although 
we ba•e not 7et obtained data on the amount ot the new 1!J'O 
issue purobaaed by bank a, it appears that that iaaue was 
popu.lar with Hew York Oit7 banks at least. For the week 
ended HoYeaber 15, thoae banta acquired some ISO a1llions ot 
guaranteed iasuea, preaumabl7 principally the new RFO notes 
issued during that weak. 

II. Hew Housing Authority Hotee 

On TuesdaY, HoYeaber 14-, eleven local housing authori­
tiea eold $49,675,000 ot ais-aonth wholly tas-exeapt notee 
to a nation-wide ellldioate ot 52 banks at pric81 to yield 
just under .6o percent . The repayaant prortaiona ot the 
notea are auoh ae to make t hea guaranteed in atfect b7 the 
United Statea, for tbe7 are eecured b7 an irrnocable agree­
Mot under which the USI!A agrees to make aYailable at the 
Federal Reaer.e banka three daTa prior to the aaturit7 ot 
thus notes an aaount ot tunda equal to the principal and 
intereat thereon. 

6S 
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Unfortunat ely, no direct comparison i e available or the 
rate paid by the local housing authorities with what the money 
would have coat it borrowed through the medium or a direct or 
tully guar anteed obligation or the United States, issued in 
the regular manner. This is because t he yields on all direot 
and guar anteed obl i gations ot such short maturi t i es are domina­
t ed prilll!lr1ly by rl.ght values. 

It seems a r easonabl e estimate , however , t hat the funds 
would have cost not in excess or .10 percent 1! borrowed 
through the issuance or United States Treasury bills, nor i n 
excess o~ .15 percent it borrowed through th• issuance or six­
month USHA no t es. Wi thin the limite or the accuracy or t hese 
estimates, it would appear, theretore , that borrowing directly 
by the local housing authorities r esulted i n an interest cost 
ot at least t our t o eix times that which would have been 
incurred had an equ.ivalent sum been borrowed directly by the 
United States, or through the issuance in the ot'<Unar y lllanner 
or guaranteed obligati ons. 

It should also be noted that the rate paid by the local 
housing authorities does not compare very favorably wi th that 
currently being paid by other borro,.ers ot tlrst-rate credit 
(Chart V) . The Federal Intermediate Credit banks, tor example, 
whose obligations are E£1 guaranteed by the United Sta tes, 
borro~ed six-month money during the p~st week at . 30 percent. 
A taw weeks ago, the state or New York borrowed money tor a 
aeven and one-halt month period at a oost or . 20 percent , and 
the State ot Pennsylvania obtainP.d seven-month money for . 44 
percent. 

III. Other Domestic Securities Markets 

In contrast to the sharp ri se in Treasury bond~ high­
grade corporat e bonds r ose only slightly i n price during the 
past two weeks . The Treasury average or the yields o! high­
grade corporate bonds declined tro::. 2. 97 percent at the close 
on November 4, to 2. 93 percent on Saturday. The £pread between 
the average yield on corporate& and t he yield on long-term 
Treasur y bonds increased !roo . ~3 percent t o . 50 percent i n t he 
same period (Chart I) . 

Municipal securities have also been strong, rising tor 
the seventh consecutive week. The deteat at t he polls, on 
November 7, or pens ion plans in California and Ohio contri­
buted to the improvement in municipal securi t y averages. In 
Oalitorn.ia, where the vote was more decisive than that or 193g, 
long-term bonds or the State and or 1te municipalities rose 
sharply on t he election news. State or California , ~ percent 
bonds, due 1985 (callable after 1950) , tor example, r ose trom 
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108-l/2 the 4&7 betore the election to 11~3~ on Satardal, 
lonaber 111. 'l'he 4&7 a1'tar the election, the State aold 15.1 
a1111one ot llhort-tara 1uu•ranh at 3 percent. 'l'h1a rate ooa­
J?&re• with a ~ peroent rata i -41atelJ preceding the election 
(Obart VI). 

Jew publi c otteringe ot aeouritiea ot OTer one 7ear 
maturitJ in the week ended Hovember 11 were l imited to the 
mun1o1pal tield and .. ounte4 t o oriir 1 2. 4 ailliona. In 
contraat1 publio offerings in the week ended._!~~~;J:~RAA 
totaled t311.5 a1lliona, the largest voluae 
the outbreak ot war. I ncluded 1n th1e aJIIO:Int were mil-
l1ona ot Hew York Oi tT one- to th1rty-7ear "rial bonde sold 
on TUead&r, IOTeaber 14 on an interest ooat baaia ot 2. 56 
percent. It wae reported that about a halt ot the new i .. ue 
wae eold on the a1'temoon of ofter1ng, an4 aore than two­
th1r4e wu 41epoeed ot bT J'rida7 night. In a441t10G t o the 
above, it wae reported tba t the PennaTl YaJ\ia telephone Corpora­
tion placed privatelr with twelve ineuranqe coapaniea eoae 
15. 2 a1lliona of 3- l/\ percent retun41ng bonda at a price of 
101-l/4. 

IV. Setting f or the 1'1rst Brithh 'far Loan 

On TU"4&7, Joveaber 1, 81r J ohn 81aon, the British 
Chancellor of the bohequer aell:ed Parliaaent for author! ty to 
increase Oovernaent borr owing b7 ~50 a1lliona, equivalent to 
about $1 billion at ourrent ratu of exchange. Prooeeda of 
the loan will be uaed to finance war purohaaes an4 to rep&T 
maturing obligations. Details of the propoeed financing have 
not yet been made pub11q: but the aarket baa been expecting 
a war loan tor aeveral weelta . 

A oollparieon ot the setting t or the proposed Britieh war 
loan with the aetting for the f1ret war la.n 1n 1'1~ brings 
into bold relief the 41fferenc" in the aar ket conditione fac­
ing the 13ri tiah Ooveraaent then and now. 'l'beae differences 
are due, t o a sreat extent, it appeara, to the degree ot aarut 
control exeroiae4 b7 the authoritiea on the two oocaaiou. 

Official oontrola were elow 1n ooaing into action in 
1914, t or war broke OGt ~r~~44en1J and a abort oontliot wae 
anticipated. !he ltoolt Exobenp waa oloeed troa JUlJ 31 
until Janual'1 4, 1915, eo that pr1ae inveataenta ware t hol'OIIgblT 
trosen for a t1ve--th period. !he Bank Rate waa held -' 5 
peroent a fter the t1rat week ot war, aoreovar, deep1te the 
lleolinae in the aarltat rat" of iatareat troa the peaks reached 
earlJ in AIIJU-'• !he T1el4 on 'l'l'talrlll'1 billa re.aalned higb, 
and waa at 3.611 p ercent in Jovellbar 1914 at the tiaa ot the 
tirat war la.n, aa oallp&ft4 wi t:h 3. 711 peroent, the higb follow­
ing the outbraak of war, aD4 with 2.53 peroeat in Jul7 1914. 
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In the pre .. nt 1netenee, the e1tuat1on 1n London 1a quite different. The author1t1ee 1nat1tuted oontrole promptly, and the Bri t1eh money market haa by th1e t111e largely regained the eaee whioh ruled before the outbreak or war. The Bank Rate has been reduced rroa ~ percent t o 2 percent, and the average rate on t hree-aonth Treasury b1lle has dropPed to 1.1~ percent, as compared with 3.72 percent iamedately follow­ing the outbreak or war, and with .7~ percent on August 18. Coaparable reoover1ea have occurred in other short -term money rate e. 

Long-tara Oovernaent bonde, aoreover, have recovered somewhat aore than the ground loat a1nee m1d- Auguat. The 2-1/2 percent ooneols oloeed at 66-3/~ on Friday, November 17, to yield 3.68 per cent, ae compared with 65-7/~ to yield 3 . ~3 per cent on Auguet 11!. 81lallar l!llprove!llente have occurred in the prieee or other British Government ioauea. 
The Britiah Treasury 1t appeara hae financed the first few months of the preeent var in much the e~e manner aa it financed the tirat tev aonthe or the !forld 'lar -- by the 1eauanoe or Treasury billa. The bill volume hea inoreaaed about 1.250 a1ll1ona s1noe the a1ddl.e or August -- an amount equal t o about one-quarter or the Oovernaent 1 a expected defic i t ror the entire current f i scal year. 
It 1a intereating t o note in oonneotion With the Britieh financial progrsm that Mr. J . H. J:e;ynea proposed last veelt, through the London Timea and with that paper's approbation, that the war be l!nanoed in part by meana or roroed l oane. !Ua pl.an involvea graduated contributi ons troa all earnings ot over 1.1.50, part in the fora or an income t ax and part in the torm ot the r oroed purchase or bonds at 2-1/2 Percent, the bonde not t o be salable except tor urgent reaaona until after the end of the wa r . 

Attachments 
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SECURITIES AND ExCHANGE C01o4MISSIOH 

WASHINGTON 

!he BoDorable 
Heal')' •orgentbau, :zr •• 
Seoret&l'T ot the !reuurr. 

Dear 11r. 8eoNt&l'7: 

I encloae a ae.o 1n &newer to the quaationa 

addre••ed to ae at the recent conterence which I 

attended 1n your ottice with the ••ber• ot the 

Intorael Ooaaittee tor Bconoaic • ••1•tance to 

South Aaerica. 

I ehell be glad to conter further with your 

Ca..lttee 1t you eo deeire. 

Cop1ea to1 
Bon. a-er .. 11 .. 
Ron. Jeaae Jaaea 

... 
.\ ' 

Youre •?!t~-u 

k~.~ ... 
· ~ 

J 

77 
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TREASURY DEPARTMENT 78 

INTER OFl'lCE COMMUNICATION COIIFIDE!I'l'LU. 

oAn Konaber 20, 1939 

TO =~r=~thau 
•..ow 

SubJect: !he Buaineee Situation, 
Week ending Noveaber 18, 1939. 

Conolusiona 

(1) Industrial production hae continued to increase on 
the baeie or a large volume or untilled ordera, but during 
the paat aonth or aore wideapread expaotationa ot a bueineaa 
setback in earl1 1940 have discouraged new bu1ing and brought 
a downturn in new ordera. Th1a will tend to limit the extent 
ot an1 further immediate gaine in industrial product i on. 

Signif icant aaong recent developments i8 the fact that 
excessive speculative bUJing hae been etteotivel1 discouraged, 
and that no aaladJuat•ente euttioient to bring about a aerioua 
buaineaa aetbaok have 1et appeared. On the oontrar1, varioue 
taotore offering additional support to busineas are oo•ing 
into the picture . It a&J well be , in tact, that the widelf­
expeoted reaction haa alread1 been partl1 oo•pleted, through 
the ettorte ot buainaaaaen to discount euoh a reaction. An1 
further aubet antial riae i n bueinaea aotivitJ, however , i8 
~ontingent upon a renewed upturn in new ordera. 

(2 ) 8oae evidence or the lack ot 8peoulative aaladju8t­
ments in this businaae reoover1 appears in two pertinent ooa­
parieone: 

(a) Stock pr1oae reaain unuauall1 low in relation 
to buaineae aotivi t1 and to current earninge; and the 
tact that broker•' loaoe, aa wall ae other loans tor 
purohaeing and oarrJing eeour1t1ee, are al1ghtl1 lower 
t han before the outbreak or war, euggeeta that epeoul&­
t1va atook holdinga &af have been reduced on balance 
rather than 1noreaaed during th1a period. 

(b) 'l'he price apread between high grade bonda and 

eeoond grade bond a hae bean Widening for two aonthe, 
i ndicating a relative deol1na in the daaand tor epeou­
lat1va 1nveat•ante. 
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8tr1oua oorraot1•t tetbaoka 1n but1ne•• ealdoa arlee 
troa tuoh a baoltgroun4. It, on tha contrary, pabl1o eent1-
aant ware atrongly opt1a1et1o, real ground• would ex1at tor 
apprahene1on o•ar tha bue1neee outlook, particularly in the 
e•ent ot an early end to the war. Preaent 1n41oat1ona auggeet 
that the pou1b1l1ty ot thU latter dnelopaent baa to a largt 
extent alread7 been 41toounted. 

(3) '!'he bulintu outlook 1e ta•ored by a rielng trend 
ot oonawoer 1noo•e• at a t1a1 when the outttandlng •oluaa 
ot 1nttallaent aalaa 11 apparently at a oonterTatl•e tlgure . 
The offtake or aanutaotured goode baa not yet r1een to itt 
noraal le•el 1n relation to national 1nooma. 

!he general a1tuat1on 

Induatrlal production dur1~ the tlrat halt ot KoTeaber 
baa apparently exceeded lta 193~37 high and olo .. ly approx1-
aated the all-tlaa higb reaohad 1n the aprlng ot 1929. 

The rise continua•, howe•er , under a cloud ot wideepre&d 
ekeptloll& aaong bue1neetaen and the publ1o generally, who 
recall their unfortunate experlenoea with 1nTentor1ea in the 
1936-37 reoo•ery and belleTe thia reooTery to be ot the eaaa 
type. A bualneaa aetbaok 11 therefore widely expected during 
the early part ot 194<>, particularly 1.t large-aoale wart are 
ahould tall to da•alop; and thia expectation hat llrTed aa an 
etteot1Te daapar on aptoulat1Te bUJ"i.ng. 

'!'he oautioua attit ude ot buei.neaaaen hat been reflected 
in a oontidarable decline in new ordera, particularly tor 
tteel and itxtllu . (Set Chart 1) !he e.harp drop in early 
NoTember baa been exaggerated by the Araietioe Day and Election 
hol1daye , and by the failure ot ateel aanutaoturare to olari.ty 
the price aituat1on by announcing pr1oea tor tiret quarter 
dtll•ery . 

It the preaent peak in production were being eatablilhed 
aga.lnat a baok8roun4 ot high public cpt1a1aa and reoklau 
apeoulatl•e bl!J"ing, at in the epring of 1937, the decline 1JI 
new order• would proTide srouncl• t or ooncern oTer the 'bua.1Jieaa 
outloolt. 'l'ha t act that a ooalng reaotion ln butinua hat been 
widely pv.bllcize4, howe•er, 8Dd that 1nduatry during tba peat 
aonth or -re hat prooeede4 with oauUon, alnlalzea the dgnl­
tloanoe ot the preaent falling ott 1JI order•. 
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It m&7 be that inetead ot a bua1neee aetbaok next spring, 
aa expected in aanr quartere, an alaoet unnoticed correction ia 
nov being made b7 buaineaaaen themeelYea in their atteapta to 
d1aoount euch a aetbaok. In a aomevhat a1ailar manner , the 
untaYor able etteota ot war were tull7 dieoounted laet auamer b7 
the attorte ot bua1neaaaen to anticipate thea. 

Conaer?atiYe buying trend• 

EYidence that bU7ing in all tielde haa apparentl7 been 
restrained b7 the tenor of business sentiment in recent montha 
except during the period ot war-inspired buying early in 
September -- appears in aeveral direotione: 

(1) Stock prioea have made no further gaine in two months, 
the Dow-Jones i ndustrial i ndex having r eached ita high during 
the second week of September. The laok of epeoulatiYe intereat 
is indicated b7 the t aot that loans t o broker• and dealere dur­
ing t he week ended NoYember S, a s reported b7 all Federal Reaer?e 
member banks, totalled onl7 159~ milliona, ae compared Vith 16oS 
milllona during the week preceding the war out break. Loana 1 t o 
other s tor purchasing and carrying secur1tiea1 likeV1ee declined 
during this period from 1519 millions to 1500 millions. 

This deoline in apeoulative interest, together with sell-
ing trom Europe and other taotore, has held etook pricee at lower 
levele in relation to industrial production than in any other 
comparable period in reoent 7eara. (See Chart 2) Nevertheleaa, 
corporat ion earnings during t he last quarter of 1939, as estimated 
by Standard Statistioe will ehov an unuauall7 sharp rise (see 
l over eeotion of chart! though lagging somewhat behind the riae 
in production. · 

(2J A tendeno7 t o retrain fro• apeculatiYe ooamttaenta 
during the present period ot v~ and buaineee unoertaint7 ia 
alao reYealed b7 a relatiYall eaaller riae in prices of second 
grade bonds than in prioes of high grade bonds. (See Chart 3 , 
lower eeotion) Used aa a measure of general confidence, thia 
indicates that a aubatantial corrective movement baa been under 
way a1nce early September. 

(3) A gradual decline in prioea of aenai tive industrial 
mat erials during the paat aonth or aore

4 
contrary to the r1a1ng 

trend of buaineaa aotiYit7, ( aee Chart ) retlaote a reduced 
speculative deaand for oo .. oditiea alnoe tha period of heaYJ 
buying url7 in September. !he deollna baa 1helt been an 
eftect1Ye deterrent to apeculatiYe bu71ng . 
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8ouro•• ot turther bueineea i!proYeaent 

Apart t rom the tact that no eYidencel ot cYerproduotion 
have Jet appeared, the trend Of bueinlll lhoWI YariOUI indica­
tiona ot inherent atrength trom which aupport mar be deriYed 
in l94o: 

(l) The reoent upturn haa been baaed largelJ on an 
illlproYed doaeet1o a1tuation, and onl7 to a l1mi ted extent 
on prolpeotiYe war ordera. 

( 2) A etrong inoreaae in oapi tal goode expendi turea, 
aa Yarioua induetriee tind theaeelYee handicapped b7 
oapaoit7 l1a1tationa, 1uggeete that we aar be entering a 
long-delQed period o t 1nduatr1al expanUon. 

e1 

(J) Stock prioee ehow eYidenoe ot underlrlng etrength 
which, it releaeed, would proYlde an inoentiYe tor new 
capital tinanoing. 

(4) War orders alreadr placed or in proepect, together 
with inoreaeing order• trom South Aaerioan and other neu­
tral oountriee, promise additional 1upport to bueineea in 
l94o. 

(5) The buJ1ng power ot doaeetio oonaumere ia being 
inoreaaed b7 a continued rill in national 1nooae. 

Inoreaaed ooneuaer buzing in Pro•peot 

An expan11on in oonsuaer buJing, tinanoed in part bz an 
inoreaaing Yoluae ot inetal1ment e&lea, ••••• in proepeot in 
ooaing aonthe. !he trend ot national inooae ~ been ateadilJ 
upward U .noe the eullll!er ot 193~. but retail eal .. and other 
evidenoee ot the aoYeaent ot goode into ooneuapt ion haYe 
lagged behind national inooae, probabl7 in part beoauee ot 
the liquidation ot inetal1ment debte preYiouelr contracted .• 

In Chart 5 we oospare our index ot a ale • (in dollar 
v&luee), repreee.nting the ott take ot aanutaotured goode, w1 th 
an index ot the •e&lea equiYalent• ot aonthlJ national inooae 
parmenta, wh1oh ie baaed on the noraal relationahip between 
the two 1ndioea oYer a period ot reare. 
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I t •111 be noted that 1n 1935, 1936, and 1937, tho aalea 
index oontinuad ao .. what aboYe noraal in tarae ot national 
incoao, aoparent1J beoauae ot an expanding Yo1wae ot aalea on 
deterred paraente. In 1938, a oonUderab1e part ot oonoUJMr 
inooaoo -• uaed to ... t paJ~Mnta on preY1o1lo 1nota118ent Plll"­
chaeoa, an4 ourrent purohaaoa dropped abarp1:r below noraal 1a 
relation to inoo .. a . 

!'he aalee index expanded rapidlJ during AIJguat and 
8epteaber, but baa not :rot reached ita noraal poaition in 
relation to national inooae. An oxpanaion in inatallaont 
aaloa in oonneot1on with the 19llo autoaobi.le .... oft aaJ acain 
carr:r the aalaa index aboYe the national inooae loYal. 

Current buainaaa newa 

The ( ahown in Chart ~) roao 1. 9 pointe 
to 107.2 NoYember 11, the higbaat ainco 
the week ot 8apieaber 1937, dupi t e a a.barp decline in tba 
adJueted index ot autoaob1lo production caueed b:r a coapleta 
atoppage at the ChrJ•l•r planta. 

~~z_lro~~~~[.ii haYe ahown d1Yargont 
•e ot apot pr1oaa haa 

gradual1J ... u ... . •u••"• Dow-Jonu tuturea index ha• 
remained atoadJ. index ot Br1 t1ah price a ahowa a 
gradual uptrend. 

Steal aorap pr1coa haYo ahown a aubetantial reoaaaion 
troa their oarlj Ootober peak, the Iron .lee ooapoa1 to quota­
tion now atandiq at tl9.S3, aa ooapared with a peak ot t 22. 50· 
Th1e and other donlop .. nU in the ateol induatr:r haYa led to 
a general belief that little or no inoreaao in ateel pr1cea 
will be aade next quarter. Meanwhile, the aoundneaa ot the 
proaent aituation ~n the ateol 1nduatl:'J ia ind1oatad b:r the 

Iron .lee atataaont thats 1 Praaeuro troa atee1 oonauaere t or 
dal1YOJ'J proY1d .. etroq ertdanco thia nelt that aaoh ot the 

production ot tho etael induotl:'J .. .•• ia qu1oltl;r paaUq 1nto 
tin1ehod producu, and that 1nnntoriaa ot aoat conauaere are 
•till at tar below noraal. 1 
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TREASURY DEPARTMENT 

INTER OFPICE COMMUNICATION 

OAT I loY .. ber 20, 19}9 

I 
llr, Struoole ot tba Clro4H tv.looo, 1\lrlch, &a4 llr. LI..Uae,J, of tho 

Str1oo Aaorlcaa ClotpOl'aUOD lll Bow York, called. oa •• at 10115 thlo MtD­
iq, !bay 4ooiro aa oq>poiatMDt wUil tba Soorotarr aad. will call - at 
}131) thlo afhtllOOil, 

!rhoy bad. DO parUcular 'bua1Dooo to tall:o up, llr. Struoolo, who lot\ 
Str1toorl&Dd. oa October 12, I&YO •• oortaiD 1Dfo .... t1oa with r oopoot to 
ecoaOilio ooDd.lUollo ill that oo'IUI\r)' followi.Dc tho outbreak of tho w.r, .111 
ooourlUoo ud .,.luabloo, o:r:oopt tba .....,.. ... ,. aoooo.....,. for tha da7'• bui­
n•••• ha•• 'bun traaaferred. hoe J&ele to lntertor poi,at.t. ..,.,.,ac opera­
Uno ooDt111uo Do..-117 at Baolo, !l'ha 1lull:a 111 Zarich haYo aot ........ ted 
their holdlaco, bat aro proparod to do oo em oilt hoaro 1>0\ioo. !ba Clrktt 
Suiooo baAI l •ood tha l!otol BaYoy at Iahrlall:oD &a4 hao built ftal\o 11o 
tho bao•oat ot \ hlo ba1l41DC to bouo ito Yal-bloo. Baolo 1o ot%oaclT 
torUflod, &a4 Mot of tba donhn otr .. to aro barrload.od wi\ll •a•~. 

'l'r&iD oonioo ratt-d -...h tba tlrot two woell:o of tba w.r, duo prl.Jooipall.T 
to tOObilhaUoD , bat oonloo 1o DOo porllapo 90~ of Dortl&l, omopt that tha 
tralao ..,.,. olowor thaD for.orly. Switonl&Dd. hao built up aa illpor*-t 
rooorYo of coil. for uoo 11o oaoo tba Oe....ao obould II"\ tba b;tdro-dootrio 
pl&Dto, which aow furllioh 110ot of tha pown for Str1oo railwayo, Ollt of oo.­
alotioa. !rho allioo aro porai\Uq Swihorlad t o ha'l'o oal.T ouffiolat raw 
•tnialo for llar -oUo Doodo aad tllio OOllOO.,..D\lT holooporo tha export 
iDdDo\r)', 

fboro 1o llO ,. .. d for •mhaaco ooa\z'ol aad llr. Straooolo looll:o for tho 
fraao t o bold otoaq, Ia ,_ll:od that U.o lloto olroulaUoD had iaa:reaood 
to ho UlUoa, ao c_.d witll a Do.-1 olroulaUoa,at Mftll lmadrod all­
lion Str1oo fruoo, l!o .t4 tllio hoolrdiq took plaoo priaoipall.T ill SwUoor­
l&Dd, lov.t that thoro woro OODoldorablo AMUDh of D0\00 bald 1Jo J'ruoo &a4 
Oeraaay, Bo looko for oo .. of \hooo ~ iD J'raDGo to bo rohraod t o 
Str1 horl&Dd ao tho J'roaoh ropl&Uoao 1a rosard h holdiDCo of f.....,o ill 
forolp o:r:ohaJlCO boo ... otfooUYo, !ba affor\ 1o boiq - \o ....,......_ 
Str1ot boldoro t o ctw up their ao\oo -iaot ooovitloo atforiq iDGraoood 
1D.tereat rat••· 

llr, ftraooolo hao aot bo• 1a Go- o1- tha w.r W.ll:o Ollt, - hao 
talll:od witll- people troa Go-. llhl.lo tha aooaoalo oinaUoD 1o ao\ 
coo4, ... .td tha\ tho ..... ,.,. -· 00 well d1oc1pllaod \hat .. Wlolr:foa 
oaa \o o:opooted 1a tha aaor t'ldwre, Bo, 1a faot, tllftCtd \hat tba aorlloo\ 
poool\lo d.ato \hat ~ upoot 1a tha 0....... 1atoraal o1-Uoa ooald •­
about woald bo a yaor troa tlli o wia\er, Bo o:q>ooh a w.r of oao aad ou-tlalt 
to two JMI'I .._,laa, Ko 1o ""rr1o4 a-t \Ill JolohortoUo -~ 1t \Ill 
Oeraao.....,. oho-.ld 'llo dot•to4. 
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TREASURY DEPARTMENT 93 
INTER OFl'tCE COMMUNICATION 

liT eppointMnt , Mooaro. Whighall aD4 01.fford, vho .,... to repreoont tho 
llritioh OoYtmMDt in the aatter of 41opoolac of llrltloh OVM4 clcU.... 
ucu.ri Uu on the Aaorioan ..,.lr»t, accollpanled by Mr. Plnoont, J'lnancial 
Couaulor ot the llri tloh lllbuq, were r-1Ye4 to4q ot 211!5 p.a. b)' 
S.cret&l7 Morc-ntban, vith Mr. JorOM J'renk, Cb&i....., of tho Socnritiu 
aDd boii&J>Ce Oo.Utoion, b7 hie eicle. Mro. Doh aD4 lleooro. Cocllran aD4 
llnttervorth were preoent. Mr. Whist>- 1o the repreoontatt..e who 1Ju bMn 
aentloned in o= c.l>locraaa. !Ia 1a a partaer in tho benkillf: fl111 ot llobert 
no mac aD4 Co11pell7, aD4 a Maller ot the Cowlcll ot tho llanlt ot ~ •'"', 
Carl7l o Gitrord 1o tho bead ot a IIU&ber of Scotch iDYeotMnt trnato. 

Jtter cordloll7 croounc the .-lei tore, tbe S.oretarr otated that boo 
voul4 be &lad to bear vhat thor ha4 to &IT• Mr. Whi.,_ opolla ,.,., 
cllroctl7o Be otated that hit OoYo=-nt 4otire4 to llllllt'l p!U'Cbaoeo on thio 
lll&l'ltet aD4 viohod t o haYI the caoh aYallohlo to par therefor, !be S.creta17 
compllMnted IIUch nn honorable propool tlon. Mr. Whicl>aJ!l oa14 that 
tho llri U&l> UtiiD&to vao that their clcllar requlreaenh for the next W.lYe 
1110ntho voul4 be approx11D&tel7 ;.].00,000,000 , or $1100,000,000. It 11 their 
deolre to t~ tarl7 otopo to arranc- for at leaot throe .. ntho' requir.­
menh thro~ llqu14atlllf: hol4lllf:o of clcllnr ooo=i Uoa. !Ia otated that 
Brl tloh hol4oro ha4 of tholr own inl tlatlYo , aD4 vl\bou t ~rno1on other 
than that i""olYed in obta1n1nc pe1'111to, bHn 41opoolDC ot IIUch Mwritloo 
oinco tho var bopn, due par\17 to the rho 1D quot ation• on the Aaorlcan 
lll&rltet aD4 partl7 to the cain b)' •xchanco vitb otorllnc clepreoiatlllf:, !Ia 
aald that tho rotuno to tho llrl tloh 101tbori tlu wore not IIUfflciont to ohow 
tba e:o:a4t aecn1 ttlc1e ot the" tranaactlono, olDOI IIIW'blro of oharoo were 
reported, but not tho Yal'llll thereof. It Val their u Ua&te, boveYir, that 
theoo prbate a&leo ha4 been ar011Dl $1 ,000,000 per dar, aD4 ha4 pel'hapo 
inc.-.aoed el1chtl7 tho paot f- darl• Mr, J'ranlt COnf~ that thio Val 
..,prox1aat•l7 hit fi&'l"• Mr. Whi,.. poi nted ov.t that wch a&lu for a 
}00-4q 71ar would prort4o $JOO, OOO,OOO or ~75 ,000,000. 

Mr. Whi,.. aa14 that the qoaotlon arooo a1 to bow tho llrl tloh ohov.ld 
uoo tho oocu.r1Uu, vl>athar to borroW apinot t.hoa or to haft thea ,..,ted 
ln the Oonl'DMnt and then procee4 to 41opo" of tba. 

1.\lo S.oretarr ,.,., pol1tel7 , but cletinitol7, lliJllalned to tbe Yhl\oro 
that lt vat the pcoition of thio OonrDMnt that neither tho OoYel'DMnt nor 
N>.Y of 1h """nc1u ohonld ~ 1oano .,..tnat tho llrltloh clcllar IICIU'itlea, 
Mr. Prank a4c1e4 that 1 t vonld t~ a ,..., bra'l'e SOYirDMilt to o....to- 6ll7 
difterellt pot1tlon. lloth Mr. Whi,.. aD4 Mr. Oltford voro qui to fralll< ill 
o\aUac tha\ attar readlnc tho -tra11V ...,t, which va1 onl7 on tho viro vhooll 
tba7 loft .Jou.ope, tho7 ..... ....,.ooaril7 aD4 clec1cle417 of tho opinion that tho 
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l oeial&Uoa to""• l1q looa 1>7 aov 0oftrDIJit apiu\ tlw e1011r1Uaa. 

··~·~· tho iilaa ot a lolA wao 4110azila4. 

94 

c .... 

Mr. Whi..,_ aa14 tho ~aUoa thea wu wbltllor or ao\ 1111 GoYa,..a\ abov.l4 
prooal4 \o Til\ u .. lt wUh \ha -roll1p of the .. C'Grl Uaa Which ~ be• 
reciowrl4, or a par\ thoroot. Siaoe a loaa Cd!IO\ be ..a. acalu\ tllla, boo i ... 
ail to tha\ the aecur1 Uaa be aotaal}T 1a the tll!.Ua4 8\a\oa before Ill 10111 u..a. 
1\ waa \he opiaion of \Ill two BrHioh b&Dld.DC rapruan\aU no that tlleT aho'414 
reco...,.ll4 to their 0onl'Dlii8Jl\ that wl. \ll1a the un tw qya, poaaib:l¥ a Wlall: 
froa tll1a coainc ~. \Ill Oonruen\ taka uue to a porUoa ot the rec1a\ora4 
eaao.rl\111 Wll1oll ahollld be -la to •et llri.Uoh dollar raquiraaenh for tllraa 
ll>Ontlla, or a 11\tla o...... llr. 'llb.ill>aa a:rplainl4 that onr 750,000 rata:raa llool 
bun 11141 to tho llrU18h Oon,.,..n\, riCiaWrtDC onr J,OOO 41tfaren\ 91'1• ot 
aacurUI.u. It would be \heir roc-n4aUon, howiTar, that on}T 53 41tfll'lnt 
11C'GrlUaa be ~ onr aa tho iai\lal a\op. Moat of tMIO wov.l4 be IOC'GrlUu 
Wll1oll cov.l4 be rea411T 41apoaa4 ot Witllaut Wlall:aaiDC the ...-Joat. ~\ the 
ooDTaraatlon, the rtaitoro atraaaa4 th8ir ilaalre to cooperata Wi \11 the !rea.ollr7 
aliA \Ill SlcrariUea an4 :&znbonp Co-halon u OOIIpla\o}T aa poul.ble to -OAWI 
oa or4ar:l¥ IO&l'Dt an4 to u.ura \he aoat profl tabla llqu14aUoa ot tile llrl U8h 
holoUncao 

In .. ..,. .. to \Ill Secra\a:t71 a illqiU:1'7 aa to Juat llllat the flu\ a\op in \alo-
1DC U Ue to tho aeao.ri\1 .. U..ol-.&4, llr. llhlchU eJrplainl4 that the 'l'raa11U7 
would alllp:l¥ annOWlca that oertoln claa11a of 110\lZl u aa voul4 ba ~ onr 
anUra:~¥, aliA aot pro rato. It vaa their undorat&D41nc, hoWITer, that 1t \ba7 
4aolrl4 tlla:y oov.l4 call up cor tolD &IIOWlh or block a of 11q 4aa1ra4 aacrari t;y 
vl.tllou\ \&1<1..,; onr ... a~..,; rociawrl4 of t111a OM l.uu. . lor inatonca, t11e7 
will heal ta\1 to tall:a oTOr at ou tl• all of til a 8haraa ot oM intal'll&Uonal 
ainlDC atook ol.noe for tile Br1t1th Qo,..,.,..n\ to aoqu1re all ot tile tllaraa thereof 
rocilwra4 wl.tll thea would glTO \ha OoTeruent a .. oon4a:t7 oontrolli.D& l.nteraot 
in \Ilia particular aacurl.t;y, wll1ch wov.l4 ooM udor tho reculatlona ot llr. lraok' o 
C.-iaal.oa. lurtllaraora, fo1' U to be 1<novn that tlla llri.Uoh GoYarn.an\ hll4 
ouch oa l.ltportoa\ par\ ot tile 8harao aiel>\ react uta.,..rab:~¥ on tho IO&l'Dt. Mr. 
'llh1cl>aa a>p'lataa4 that Gn the TIIUDC \altai pl&oa, U Will be .... ...,. for 
tile 0oTOnMn\ to _ ....... \Ill -•· 'lnl\ 110\ \ha -.ra, ot the aharea that 
are ~ .. or aliA tho per IICilrltT prl. .. in awrll.nc paid thoMfor, "'- al\ar­
natl.n wov.l4 be for tho Brt Uah GoYe..-n\ to aa1< for a ""lna\a:1'7 tan1JI& in ot 
aa011ri \loa which ara aow Ncla\11'14. It h tho opl.aion ot tho Brt tlab uparh 
that t111a a\op aho'414 110t be rl.oload, ainca there 1a ao .. ........,. \hat ~ 
8haraa wov.l4 be 11101'!'all4arl4 or \hat tlla 9pla aoat raa41I¥ aalula voul4 be 
raca1Ta4. 

0... 111cl>l¥ wohaioal ...S.t voaaaoUon, l.n-.olTin& the llr1U8h pUI.DC up 
\hair ohlolt ~~Cain~\ tutura pv.rcho10a ot the 8haraa vll1oh t1117 in\1114 to llqu14aw, 
vao •nUon14, bv.t llr. l raok thoach\ t111a voul4 Ml\ viti> - 4Uf1001l.Uaa oa 011r 

lll&l'l<a,. !M rtal.tora acr• l4 that t111a 14aa ahov.l4 be .UaoarU4. !hl.a -
vao 110\ hl:l¥ daaoriba4 1n the MaUne, bv.t W bean 4111C1Haa4 aarll.., 1>7 Mr. 
llut\orvortll vi til llu .... . lraok, l'Voell an4 llama win. 

!be 81erato:1'7 opprecl.atad \he a t\1. \1IU Wbl.oh 111a rtai tora .,.... tal<iD& aD4 
rauwra4 t11a ot 111a ilaal.ra a4 tha' ot Mr. l1'alllr: to be aa booJ.ptul ao po11l.bla . 
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!Ia told the01 that whenever the;y werw rea4 to aubmH concrete propooalo which 
we could cl.1ecuoo vUh U... he allcl. Mr. lralllt would be roa4 to go ahead, aDcl. he 
vaa aura that lltU• Ume wou1cl. be loot. Mr. 'llh1alwa statocl. that he wao rea4 
at the moment to go aheacl.. lla oa1cl. that he had co.,. here for the oolo purpoeo 
of looking after th.h security buoilleoe encl. waa quite preparecl. to go into cl.ota1lo 
vi th. Hr. l"ralllt encl. vi th an;rou th.e Secretar;r !lDal.natecl.. 'lbe Socret ar;y told him 
that ho voulcl. be repre .. ntecl. b7 Hr. Walter Stewart. (It ., ... later cl.ecicl.ecl. , at 
Mr. Stewart ' • requeat, that hie role bo that of Adviaor, aDd th.at Mr. Cochran be 
the Seoretar;r 1 o reprooontativo.) It wao e.rr&DgOd that Hr. Whigham one!. Mr. CUfford 
obould moot tomorrow morning with l!oaars. Frank aDd Cochran. Mr. Buttervorth. 
will ""'"t with. the group ao long ao he 1a in thio cit;y •. 'lbo matter wao loft 
therefore at that po1nt. 'l'lult ie, the llri Uoh group will reco-lld to t.hetr 
Government thet tho Government veot ownerehip of fift;r-th.ree tj'poa of eocuritieo 
in itaolt u earl;y ae poaoible and th.at th.e means for their cl.ilpooal on th.il 
carket be diecuoaed with. tho American authorities. Secretar;y Morgenth8n let 
tham know that it was entirel;y a&reeablo to tho Proaident ancl. himself th.at the 
llank of Montreal net ae e&ent in this mat ter. Hr. Whit:hazn saicl. th.ia wao qui to 
convenient, alnce some of the eecur1 t1•a to be diapoaed of Weady lodged vi th the 
llank of Montreal. 

lleforo the meeting broke "P• Hr. Fronk raioecl. the question of publicity. 
He stated that hie Commiooion hac!. boon prossed for information in regard to 
securtt:r sales, perticularl:r from e.broacl., encl. that an open letter had been 
addrossecl. to him ill!pl;ying criticiom for hie alle&<>d failure to keep tho public 
informed of security aalea from abroad , whil e he vaa aeeking ao D1Ch intorma.tion 
with reapeet to domestic market t ransactions. He thought a atc.teoent to the press 
before the llritioh begllJl operations C>ight be advisable, ancl. placed hio proea 
eenice at the viaitorat diapoaal. l.(r. Whigh.e.m had neYer talked to the preee 
Qlld cl.1d not like to bogin nov, but vould look into the matter. !!he Socretar;y 
tholl#t oouth.ing C>ight b& satned b;y e. clear ot ate•nt of purpoae which would 
avoid speculation and the publiahing ot 4rroneoue informet1on. Th6 viaitore 
were a little concerned , hoYeTer, l eat information might be releaaed which 
vould complicate their uncl.ertaking. 

It 1a uncl.erotood that Mr. Pinsent will aloo meet with the British ropre­
nentatives when they consult Yith the Ame-rican of'fici&la, and- that he vill 
probabl;r carr:r on here ao their ropreoentative when tho bonking o:xparta are 
in Hev York or elsewhere. · 

At one point in the converaation the vta1tore mentioned the estimate which 
tho1 had seen in the preoo of llritiah oaloo of dollar oeeuritiea representing 
~ of the market t rading "t !lev York, lloither Mr. :!'rank nor Mr. Cochran could 
confirm thia , &Dd both cl.eniod that their respective organizations had ginn out 
ouch on estl..ale.te. 

'lbe !118eting vas TOr;r cordial in toDO and tho two llritish bonking experto 
gan a fa<rorable i mprenion, both. for their lcnowl~ of th.eir field ancl. their 
honaot approach to tho problea. 

I t should be added that during tho coDToroation Secretar;r Morgenth.an ,.; 
quired ao to whether the llritiah roproaentnt1veo prooont were l imited to handling 
the liquidation of indirect imveatmento, or whether t.he;y were aleo onthorioecl. to 
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TREASURY DEPARTMENT 
97 

INT£R OFFlC£ COMMU NICATION 

OAU J'" .. be.r a:l, 1939 

•~•" 11r, Oocbn.D 

.t.t 12100 noon feohr~, a-~. llr. L1.,.oo7 telopbonod • tr011 t ba 
State Depart•nt tho nhotaaco of llr. O.oton1 o oable&ru f52 of IoT•ber 
lS ooot f r o• Oaataaala, oeokilll 1Dotract1ooo •• t o whither tho Uaitod 
Stotoo doo1r1Dc to act ao hoot tor tba .. au-c of 111ulotoro of 71Jiaaoo 1D 
lgllo. It •• ootod \bat llr. O.otoo ao obll.cod t o ct•• a ropl7 to t ba 
conterace Oil MoD~. Alter a t"arther o0Dftr• \1oe W'ltb. Mr. ld.Teaq, *o 
had paoood tho oable&ra on to Dr. hh u4 .t.oU-c loorotar7 Wolloo, w 
Jllr004 - a tOiltoUn 4n.ft of a ,.._.u.,. roP17 to llr, O.otoo. It •• 
Wldorotood that t hh ••- ooul4 oot bo .. .,t ootll I bad taU:M with tba 
Seer• \ar'J', 

.t.t ~pro:a:1-hl7 2115 Jeotor~ attonooll, I roechod tba Soorotar7 b7 
hlopbollo 1o .t.rt-. I told h1a of tba tootaU•o ropl7 'Ohl.oh had boon 
4r&WD u;p. I tbo"Cht thl o would bo oaUatact or7 llll1ou tho IJB1to4 &tatoo 
Trtt.IIUI7 hod a dof1Dih pro- 'Ohl.oh 1t wiahod to &4.....,• with the LaUo­
Amer1cu ooootrtu. If we ho4 web a procru. I tho\ICbt 1t woul4 bo to 
O\U' altruU.,. to ban tho oezt oootoroooo 1ll Waah1Dclon. !l'ba Saorotar7 
ototod t hat tbaro ao oo o'IICb procr.... Bo roaiodod • of hh lack of 
faith 111 oootoronooo; &lld approved tho ropl7 lo a oop\ln oolloo. I ao­
eorMnclT t olophooo4 llr. L1•u•7 ao4 tho ropl7 weot out 1ll t ba fora of 
cab1ocr• +54 dated I'"eaber 19, 3100 P.ll. 
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Ber'bert 7eh h enrael7 -- to ••• 7011 'before 

110011 to«a, la r.-r4 to .., bipor\aat odl e troa Aa'beaaa4or 

llalll U OODOiraiJIC \he hM4 of tho .belo-7ruob pv.robaalJIC 

acuo7 to 'be 4aa1pa\e4 1a \hie _,..,.. 

We alao baTe to - a 4ao1doa aa4 pft ller\ert Ou-

.., aaower 1a Outeala 'before \hie afhraooa. 

U w01114 'be .,...,. balp:tol if 7011 001ll4 "" 7eh 'before 

l'llllcb. 

J.wi-f . 
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TO 
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TREASURY DEPARTMENT 99 
INTER OFFICE COMMUNICATION 

Secretary Morgenthau 

Mr. White 

OAT& Noveaber 20, 1939 

Subject: Otili~ation or our gold holdings 

1. A plan ror providing cash to lend abroad and t o invest in 
United States governments, rather crud!y outlined in the aooended 
draft or a bill, is submitt ed a s a suggestion or a possible- means 
t o acco~~lish the following : 

(a) or ovide a~ple f unds to oarry out our Lat i n American 
pr ogram , to mnke n loan to China, and to partic ipate i n 
r econstruction loans elsewhere after hostil i ties cease - ­
all without addit ional approoriation or runda by Congress. 

(b) make possi ble the use or our gold holdings, silver 
seignorage and part or our Stabili~tion Fund without 
increasing the volume or exceae ree~rves . 

(c) convert some or our gold holdings i nt o interes t bearing 
assets , t he reby reducing our tax burden . 

(d) str engthen the financial pos i t i on or t he Treasury and 
oromote continuation or low i nterest rates . 

(e) buy America back without endangering the stability or 
our securi t y market s. 

(t) di ssipate some or t he cr iticism against Treasury gold 
policy, and enhance the prestige or gold. 

2 . I su spect you will not cere much for the plan , yet i t may 
sugges t some relat ed or alternate method or accomplishing t he 
above-mentioned objectives. The essentials or t he plan cou~d be 
accompl i shed through eimoler devices (outlloed in a n alternate 
bill, appended) wh i ch you ~Y deem lese unattraJive, but I reel 
the idea needs to be given a gilt covering if it ie t o be at all 
nalatabl e to Congress a nd t he publio. 

3. The plan presupposes ~hat : 

(a) W1thln the next c ouple or years our gold holding• will 
have pas sed t he $20 b1111on mark. 
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(b) There ie ver7 little prospect ot a net outflow ot gold 
ot large dimensions w1tb1n the f oreseeable ruture. 

(c) A sum ot $~ billion ie more than adequate a8 a metallic 
base tor our dome8tio monetary needs under present statut ory 
requirements -- provided, or oourse, we have ample amounts 
to meet any possible s ustained adverse bnlanoe or payments 
we are llkel y to experience in our international account. 

(d) That port ion ot our gold holdings - - at least over $~ 
billion -- wbich eerves no useful monetary purpose may be 
Justly r egarded a8 a f r ozen aaeet though it may be rightly 
assumed t o have potential international purohae1ng power. 

(It you are interested, the advantages and diaadvantages or 
the measures pr oposed can be s ubmit ted for d1ecuse1on. ) 

, 
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H. D. lbit.e 101 
"'"-bel' 18, 19)9 

Tbe Gold Inwa1atnt Act of l91P 

Purpoeea of the 111.111 

(a) To increase the eand.ng capacity and uaetulneeo of OIU' gold 
boldillgaJ 

(b) To help con-oct the lll&ldistribution of tho 'I!Orld'e gold and 
to strengthen the monetary qetema of the roet of the 'I!Orld with­
out woaken111&: our own; 

(c) To pl'OIIIOt.e foreign trade recow'7 and a h18ber national 1ncaae 
at "'-• and 1ncreaeed productiority abroad.J 

(d) To balp atoM 11 se foreign excban&a ro.t.ee and ncluce artificial 
barriers to tho free ...,.._ent ot goods md capltal aoJl8 the nations 
of tho world 1 

(e) To help pl""CIIOte peace amonc nations and to fac1l1 tate post-war 
reconstruction programs, and other porpo .. IJ 

(t) To protect our domestic security lll&l"QtJ 

(g) To reduce the poeeilxl.li.ty of 1n1:1.at1on. 

1. 'lhore ehall be created a special committee to be 1a1own ae the •Gold 
Investment Ca!nittee•' coneutinc ot the foll.ow1nc mmbere• (l) the Secre­
tary of the Troaeury, who shall act ae cba1no&D of tho ~ttae1 (2) the 
Ch&l........, of the Board of Govomore of the Federal Reaerw Syetta; ()) the 
ll1rector of the &dget; (4) the Cbaiman of tho S.curitioe and l!:xcban&e 
CoocaisoionJ {S) the Ch&l."""' of the National lluourceo CaaitteeJ (6) 
MIWiietration of the leeding agencies. 

the .mu .. of tho ~ttee shall be to ..triea tho Secretary of the 
Troaau.,. ill the por!Or.oaDCe of b1e O>tiea pertinent to tho bill, to 
initiate and execute such 1'""atigat1on and atudiu ae are necessary to 
proper]J c.....,.. out the purposes of the bill, and to prepare reports for 
the Preoi<*lt on mattara dealt with by the coaoittea: 

2. Tho Sao rotary of the 'l'reaeury shall be au tho riled to ieauo, with tho 
approval of the President end of the "'lold · Imrest.mant Caaittee• Gold 
Hotea againl t the tol.lowl.D& collateral in auob IIIOU.lltl and at web tiaee 
aa be cllale ill the public interest, proorided the .aunt ieaued aball at 
the tilla of 1o11Ue not exceed tho purohaee price of the collateral, and 
provided. fUrther that the total ieeuo shall not exceed ~ billimu 
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(a) Gold at monetary value, .rnieh ehall constitute at least 
40 percent of the f ace val.,. of Gold !lotes 01.1tatandl.ng; 

(b) Interes t-bearing bonds of .forei~n goveri'II>Onte which are 
not in default to t he United States Oovornment, and which are 
not prohibited fran borrowing in the United States under tems 
o.f the Neutrality Act; s ecurities o.f A::lnican corporations held 
by residents o.f foreign countries or by forc11Jtl corporations or 
by loreign governments, provided the securities are listed on 
tho New York Stock or Curb Exchange, and provided further that 
the purch:lse price sbal.l. not be in exceso of S percent lees t han 
the quoted market price; 

(c) Interest-bearing bonc.a of the Unite4 States Oovent:lent haT­
in£ r.at url.ty in excess of fin yearo trc:c tbe date of purchase. 

~02 

) . ~'he Gold Notes issued under the authority of this Act s!W.l. have the 
attr ibutes now possessed by gold certificates ~th respect to the constitu­
tion of reoerves acainst l'edera1 Reserve Notes and deposits, and converti­
bility into gold bullion. Any restrictions upon the holding and use of 
gold certi!icntes shnll apply nlso to Gold l.otes . 

4. 1118 Socrotary of the 1'reasury !lhall be authorized, with the approval 
of tho Committee and of the President of the United States, to excr.ange 
U<>ld Notee i 'or gold certificates (or certi f icate credits) outstandi.ng, 
provided however, that the smowtt o! gold certifica tes (or gold certifi­
cate credits) outstanding shall not be reduced below $8 billion. Gold 
bullion held against gold certificates so exchanged shall be covered into 
a cold no~e f und, to be hel d as collateral acatnst Gold llotes. 

S. 1'he Secretary of the 1'reasury shall be authorized to purchase nth 
tho approval of the President and tho Ool<l Inveob:lent Ca.nittee tbe inter­
est bearina bonds eligible as collatera1 tor Gold l'Otes in such CO<lots , 
at ouch U..o, and at such rates as be deOCio to be 1n tbe public interest, 
and to pay for s uch bonds out ot any funds in the Treuury not otherodse 
appropriate4, provided however, that the """'l'lts purchased shall not exceed 
the .....,t ot Gold llotes which ray be iuued aeainot tbe;a as collateral. 

6 . Thoo bond.o ac~red by the Gold Investcent Ca:lmittee shall be carried 
in a Gold llote f und at their J'"lrchaae price. 

7 . Tho Secretary o! the Treasury shall be autholizod to m:npower a corn:dttee 
set up for that purpose by the Securi t ics and Exchange C<mniseion to liqui­
date American otooks and bonds as have boon acquired under the authority 
of this Act, except U. s. goveranent bonde, as the Secretary of the Treasury 
W'l th the approval of the Gold Investment Committee ehell deem in the plblic 
interest, provided the spacial ccxmd.ttee entrusted with the sale of the 
securities shall be ginn a period o! lO yoaro ~thin Which to sell tbe 
aeeuritiea . 
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e . 1M Secretary or tbe Trea.su17 shall be authorized to lllllke such 
resuJ.ation.o as are necessary to prohibit the acq.lie1tion by foreigners 
of ony securities identical n1th those held by the Gold Investl:lent 
Coaldttee except fran the Committee via thoir selected broker and only 
at the oarket price. 

9 . The interest received on any investments shall be pennit ted to 
nccwnulate a tund to be known all the Gold Investment ~Und until it has 
reached the sum of $200 million. Any losses on investments that will 
be eusteined shall be deducted from this tund at the end of each year 
in ..mich the losses are actually sustained. My gains that shall accrue 
shall be tldded to this fund. Interest ond/or gains received in excess 
of .. 100 million shall beccoverod into the General Fund of the Treasurr 
as a miscellaneous reeeipt . 

10. .,'he Secretary of the Treasury as ChairJian of the Gold Investotent 
Ca:::1 ttee shall have published aonthly a statecent e~ open; tiona 
undertaken during the prior 100nth and a sta~nt of the account or the 
Gol d Investoent Fund. Once a year there ehall be published a record or 
the Jteotinas held by the Gold Investment Cocol.ttee , which shall include 
all decisions made and any minority held by members oi the Caotittee . 

103 

11. ConareSI shell appro?riate :UOO, Ot.O tor the expenseo of the Coomittee 
tho first yoar ond shall authorize tho expenditure thereafter from the 
incCillo of the fund of an annual fund not in sxceeo of $100, 000 a year to 
carry out tho purposes of this bill. 

12. The Federal Reserve Board shall have tho power, at their discretion 
but w1 th the approval of the Secretary of the Trennry, to increase t he 
propc)rtion of reserves again&. deposits req.~ired to be maintained Tiith 
the Federal Reserve benks by m01:1bers of the Federal Reserve Systec by 
percenta~ee sufficient to offset the ~ of Gold Notee, ggold certificates, 
anQ silver certiticates outst:l."lding in excess of a cocbined total or 
!1.8 bill1on. 
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TREASURY DEPARTMENT 

INTER OI"F''CII COMM UNICATION 

OAT& No•eaber 20, 1939 

TO Secretary lolorgenthau 

llr. White 

s ubject : Gold and Capital lolovemente i n the Firs t Ten Weeks ot 
Wnr '},/ 

1. There hna been a net outflow of capital from the United States 
of $25 mil l i on since the declaration of war. In t he month of 
Se9tember t here waa a net 1ntlow of $93 mil l i on but 1n October 
the movement wae re•ersed and a net outflow of $91 alllion 
occurred. In the firs t week in November there was a further out­
flow of $27 mi l l ion. 

Short-term banking 
f unds ?,./ 

DomPatic aecurity 
transac t1cna 

Foreign aecurity 
t ransactions 

Total 

Net Capital Inflow 
(Net outflow a npea.rs as ( - )) 

let Week 
Sentember October in November Total 

(In mill1cne) 

$ 75· 5 8- 63. 2 $- 21.0 s g.? 

1.3 - lj.(). 5 7.9 - 49.7 

19.1 .!L.'i l . g }2.4 

93 · 3 $- 90· 9 ·- 27.1 $- 24. 7 

2. Dollar balancea of belligerent countriea with the exception of 
United Kingdom declined $92 ailli cn -- United Kingdom balances 
rose $12 mill i on. Dollar balances ot non-belligerent countries 
with the excent ion of Latin AMerican count ries increased $63 
million. 

l/ Prepared b7 J. s. Hooker. 
g/ Incl uding brokerage balances. 

Regraded Unclassified
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The iaportant changes by countries were aa tollowa: 

Ottioi&l Pri•ate Total 
Balanoea Balanoea B&lanoee 

(In millions ot dollars} 

Belli gerent oountries: 
+ 141 United Kingdom - 129 + 12 

France 18 40 58 
Canada + 10 42 32 
Germany 0 2 2 

Non-Belligerent C <Wltries: 
I tal y 0 + ~~ + ~l Netherl ands + 2 + + 
Switzerland + 21 + 14 + ~~ Other Europe + 67 31 + 
La t1n Alller1ca ~ 32 37 
Far Eaat + + 19 + 23 
All other 0 1 1 

}. Foreign net sales or domestio aecuritiea have totalled $50 
mill ion s ince the war s tarted. The net sales tor Brit i sh account 
since August 30 nave amounted to $79 million and tor Canadian 
account tll mil lion. Dutch and Swi ss account& have purchased 
over $25 mill ion or domeatic securities, 

The net purchases or sales (-) by countries were aa tollowa: 

Bel ligerent 

United IC1ngdom 
France 
Canada 
Germany 

Countries Other Countries 
( !n milli one) 

$- 78. 6 Italy 
~ 2.2 Netherland• 
- 10. 5 Sw1t~erlan~ 

. 6 Other ~ope 
Latin Aaerica 
Far Eaat 
All Other 

$+ 
+ 

·3 
8. 1 

+ 17. 11-
+ 3.1 

2.7 
9.0 
2.8 

+ 
+ 

Regraded Unclassified
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4. Gold held under earmark in the Uni,ed B'ataa baa declined 
132 111111on e1noa the ou'br eak ot war. Tbe ia-portant ohangea 
by oountriea were a a tollowa: 

Belligaren' oountriaa 

rranoa - 1-45 a1llion 
United Iingdoa, Geraan7 
and Canada bad no sold 
under earmark during 
thla period. 

Other oountrie a 

Belgiua 
Netherland a 

I - 20 a1ll1on 
-27 I 

&we dan ~l 
I 

Bwit&erland • 
Argentina +34 • 
Brasil • 7 • 
!ha1land • 9 • 
.Ul other • 9 • 

5. Nat gold iaporta 1nto tbe United Btatea a dJusted tor ear­
:aarklng aaounted to 1331 a1ll1on 1n Bepteaber, 1139 a1lllon 1n 
Ootobar and 134 a1111on i n the tirat week in No.,.aber, a total 
ot 1504 a.1ll1on a1noa the outbreak or hoa t111t1aa. 

Net SOld 
ae tollowa: 

laporte {,.dJuated tor earaark1ny b7 oountr1ea were 
(Nat exports appear aa (-)) 

(In ailliona or dollara) 

let Weak 
Bel!tellber Ootober 1n llonaber ~ 

Bell1gorent oountri ea 
I 170 I 11 I ·~ United I1ng4oa 3 

rranoa 3§ 10 
Canada l2l 0 lJO 
Auatral1a 5 5 8 l8 

Other oountr1ea 
Balg1ua 1 17 2 20 
Netherland• 28 5 0 33 
8'111 her land 13 10 lO 3l 
Ital7 0 6 0 
Swaden - 2 25 0 23 
Japan 13 -ll - i 31 
Argentina -25 - ~l Other _],. __j, - 2 

total 1331 1139 t 34 t 504 

106 

Regraded Unclassified



rAll.t.PIIRA8 or ftLZGlWI UCIIIUD 

rBOKI .&ur1oan Baba .. ,., Berlin 

JO; I . 1!108'7 

DAft I loTeabor 20, 111:18, II a.a. 

X7 eoo•, WoY .. bor 11, G P••• 

!he b111 porttollo ot tlw B.1oheb&Dk 1DOreuecl 

261, 000,000 aarko 4111'1.ng tlw .. ooD4 week ot Joyuber to 

a total ot 11,886,000,000 aarke. Bol41nge ot ollg1blo 

eoour1t1oe on the other han4 4oollno4 troa 1 , 218,000,000 

ll&l'U OD JOYaabor 7 to 1,127,000,000 OD JoYeabor lG. 

X1eoollanooua .... te 4ool1ne4 b)' 3116,000, 000 aarke to 

1,233,000,000 aarke reproeont1ng a total 4oorea•• ot 

6~,000,000 aarka e1noo tlw prn1ouo uJ.U• wbioh ~ 

r .. pon4e quite oloeol)' to the r1 .. ot 616 1000,000 aark.e 

1n the lut week ot Joyubor. 

Re1ohebank notoe 1n o1roulat1on 4eo11ne4 troa 

10, &83,000, 000 aarko on Jo..-bor 7 to 10,~1000,000 

101 

l&&l"U on WoYubor lG. Oo1no14entall)' vUh the appear­

anoo ot the Re1ob8bank a14--nth etat ... nt the B.ntenb&Dk, 

a Re1oheb&Dk 11Ube141&1'7, publ1eb84 1te Ootober report 

11t11oh ebowect a f'llnher ieiiU&Doe ot 116,000,000 aarke ot 

Banton'llelllt DOtoe 4ur1JIC t1w aonth. !!w total o11"01ll&Uoa 

of !Wntonb&Dk OUM'ODO)' on Ootobol' 31 ... II'PO,OOO,OOO llal'tte 

of 'llbloh, bownr, 1ea,ooo;ooo IIAI'tt• won bold b7 the 

a.J.obolluk. 
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Dllr111C the eeooll4 week of lonabel' thel'e ... acai• 

an 1ncHue 1a the Be1obe'oanlt'• hol4111C of e1l.Tel' oo1A, 

froa M&,ooo,ooo aal'k• to :J7:J,ooo,ooo aal'lte . BeaU.•• the 

aot1on of the Re1oheb&Dk 1n p&l't1allJ l'et11'1ng e11Tel' 

o\U'I'onor fl'Oa o11'0ul.at1on and nplao1ng U bJ Bentonballlt 

notoe of eaa1l donoa1nat1on, 1 t hu been annOWloed bJ 

the Be1oh i'l'euurr that &ftol' J'anU&l"f 1, 11140 the 1old 

etrle1 two-aal'lt e1l.nl' phoeo wh1oh wel"o 1nuod aoetlJ 

p1'10I' to lii:J:J would no longol' bo legal tondu. 'rhe new 

1 .. ueo han a el1ghtlJ eaallel' a1l.Yol' oontont than the 

old 1eoue oo1u. It 1e etatod 1n the announo-nt of 

tho Be1oh freuurr, howonl', that the -Jol'1tJ of the 

two-a&l'lt p1oo .. wh1oh &l'o ot111 1n o11'oulat1on 1e aade 

up of 1 .. u .. whl.oh will ot111 bo legal toll4ol'. 

llepoat to trouurr. 

p 

Regraded Unclassified



CJ 

SECrEtary of StatE, 

Washington. 

2793, NovtmbEr 20, 6 p. m. 

F<R Tl!E TREASURY • 

GRAY 

PARIS 

!09 

Dnttd NovEmber 20, 19~9 

REc 1 d ~:50 p. m. 

OndEr a convEntion bEtWEEn thE atatr end the amorti­

zation fund datEd Nov£mbEr 15 which will bt approved by 

ArticlE XVII ot thE FinancE Law (1940 budgEt) it is provided 

that in addition to the amortization chsrgu on thr publ ic 

dEbt alrEady aSSumEd by thE amortization fUnd (which AS you 

erE aware is thE rEcipirnt or rrvrbura drrivrd trom th£ 

match and tobacoo monopoliEs and inh£rit~ncE taxes) tht 

latter will assume cErtain additional amortiza tion c hargEs . 

Thosr carriEd far thE current yrar totallEd 4 ,750,~,000 

francs (pagE 6 , dEspatch No. ~631 , January 10, 1939): thE 

amortization fund will now assume amortization Charges on thE 

5~ forty yEar loan issued laat Kay (10, 685, 000, 000 trams 

outstanding) , the 4~ thi rty yrar eonvtraion l oan issuEd 1n 

Switzerland and Bolland 1n Januo.ry (3, 58:1, 000. 000 trance 

outs tandi ng ). and thE ~ a/~ a1x yEar loon 1•suEd in 

Bolland and Bwitzrrland last May (2, 030, 000, 000 trance 

outatondi~ ) • (ElfD SECTIOJI ONE) 

BOU.I'I.'T 
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CJ GRJ.Y 

PJ..RlS 

1!.0 

Dated Novtmbtr 20 , 1939 

Rco'd 5:23 p, m, 

Secretary of StatE , 

i luhington , 

2793 , Uovmber 20, 6 p. m. ( SECTION '1\VO) , 

With rEfErEnce to Paragra'lh Two of our tcl£grBl'l 2499 , ] 

October 17, 10 p, m, , this .morni ng's JOllRII.U. OPFlClEL carr1ts 

thE appoin tment o~omptrollcr General P1rst Class 

or the Arl!cy' 11 to approve {l6ymtnto i n the United States, 

This morning's AOENCE ECONOl.C:QUE ET FINJ..NCIER: q uotts 

with plcaa\U'£ a rectnt f inancial news artiolt reporti ng t.':lat 

the B. I .S , hao dec i ded not to transfer gold valued at 

IoSOO, ooo btlonging to th!: Czechoslovak National Bank 1n 

spite of thE Reiohabanlc1 a request , Th£ artiol£ statts thit 

a "hisb official" of the czech Bank who auooccdcd in leavi~ 

Prague for Basel bas protested against s uch transftr tnergc­

tioallJ in the naa: of that bank and that the 8 . 1 , 3, is con­

sequcntlJ taking cognizance or his protest. 

ThE seouritiea markEt after opcn.ing firm cltolinrd on 

profi t taktng ·and most rtnt e i ssuco and variable r evtnut 

sharEs closed wi th modtratt looses , Official f or eign rx­

ohange rat£o wuE un.changrd, ( El\1> OF '~351.0€ ) 

BtlLLlTT 

£MB aiiPL 

( 
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~ or TELEOfWI SENT 

TO: Alllerican Embaae:r, Pari• 

110 . 1 143.7 

DATEI November 20, 1939, 6 p .m. 

IITRI O'l'LY CONFIDENTIAL J'OR THE AMBABilADOR 

~ter to Department ' • no. 2783 ot November 18, 19~. 

Purrte ' appointment would be agreeable to U. II; 

Dala41er ma:r be aeeured ot that. 

Be oan oount oerta1nl.:r on ever:r branch ot the u.s. 
Government to cooperate v1 th h1m in ever:r proper and 

teaeible way. Exactly what kind ot cooperation should 

be teaeible or neoeeear:r will be quite impoeeibla to 

determine until apec1 t i o mattere are preeented tor 

oone1derat1on, ae :rou w1ll underetand. 

U : llSGID 

WELLES 
Aot1ng 

111 
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fr£01ERAL. RISC: .. VC 8A.NK "tot ed. 
~ NEW YO .. K B • I • Coehrii 

n(e) 

: 12 
o•n: ...,_. ... m. u•. 

suaJEcn..._1.....,.1 ~011 Wtrl 

I oalle4 llr. ~'- al 10110 &o4Q' to aln taa IIF repl)' 

t o tho qu.,Uoou allke4 lan hi4q la -M\loa •Uh tho deut .. 

or plan .. llnlht "' tbo anue .Ur Ualnl')' •4 .-t• tor, .ttttll 

n o IIOW 1' .. 47 tol' llbl..-t. I told h1a Ulot .. he4 IOU• 1a 

toad> wtth the caao. loa" eel -onte4 to lloltoa tho papero 

noco .. a ry. I a44ecl tbct eop1" ot th• aro eo• oa tho 11117 to 

llh~t wo hod 'b- a'blo to t1a4 oat at tba Ounce Woaaa, than •-.C 
t o ba no dalq 1a llbipa•t of 8117 .uCib plea• aad that at 1D7 rata 

t ho r oqulraa•t• .. re a1aplo IIDcl could 1111doutl\e41)' 'ba ooepl1ocl with 

wttbout a hitCib 01100 U.o lhlpper lmow wbat wu a;pM\od ot hta IID<I 

'bad 'b- a'bla to an a p tho •-•al')' a aoll1aol')'. 

I a*od Bolton wbat ar. Wot-'• a441'ooa no ia ~~~~-• 

Alroa .,4 apla1ae4 - ......... tba 1atoraaU on. lloltae w1ll 

ea'blo aa. 

I ••Uoaod that U. poat ottleo 'bad 80l1f1od ao thal 

banatter all aoll tor OI'Od lnhta w1U co oa tibet t11.4' oall 

•coat14•Ua1 oat u .. o• wbltll •-' that oo -14 .. 1-.• ~~Bee 

bJ cat Mal a oona1a lalt• hell aoao toroaH .,4 ~d llal, till­

tore, tHOO U 1a tbo tot.N w.looa tbo aoll waa toi'IIIUded 'r au., •• 

.,ulcl tho hak .r a.c1_. be wtluaa-.. ....... lbn IWM n Uldr 

ap•Mt -.J.U. dU lal ao ...._ 
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rF!<CE CORRESPONDENCE 

~~!mlo .u!ftl="=----

• 

113 
DAtt .. , l - •• J-. 

Sue.Joren I" I ~ -... , ... 
!Ia-. ... Uttle- hw •...-. ~ ... ..U. Pwple 

1a ... 1•4• lie tile•"'• _. I Q UU .. tile .... W II u• Sa 

a.u•• •• hlcl•J •• Metatoa w ,_ ....... ~ ..._ ...,. .... 
117 lllU• .C ••rt"'BI ... an w "-ll .a '*'- -• ft' 1.--. 
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Ton10rtfr a( 'r'er1eJ• A a l !r 

I. Ad U.ft llp11 \ 

u. ,.,.,,_ ... I H .. 

m. ,.,_ - •• ···-~ 

u. nat : ,_ Ba Jbllw 

t U,741,000 

ll.,452,JDO 

24,61),JQO 

J,~.ooo 

3,6oO,OOO 

,,440,000 

2,1~000 

4,000,000 

,,ooo,ooo 

115 
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I&Diiti Lift fllllfla. 10 • JWCIIAI• 

•••WL"·mw~ -----------------
l. H ;•=.., 

... "lei!' wa rztee '? 1 ""' 
1. !'ftllcl, fM)ef1. 

ctceele,Wlee, ••• 
. ...,. 
tl,600.oo tu,aoo,oot 

"- .......... 
a • .....,...,. 10 t40,ooo.oo • 400,000 

,, *'41• **'" ..... 100 • , ••• oo • ,.,ooo 

4. *'"l::•'"' ... 100 •· no.oo • J'O,OOO ........ 
*"'• na,ooo 
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!t.eC!W!t -·Hr ?s'=· 

'·o:t~ '·""" . ,.... 
... 'W!l• ""''" 4Q,':tooo ..... 11,010,000 

(M Ule :-n ~ ,.. ......... ,. .. , ...... ) 
1,':1.000 '·UI•· • ,.. ... 

IDOwOOO . ~, .. • -.-,..,.. 
JOO,OOO ,..,.. . ,,, .. • w.ooo 

ou. ...... -· '·IAI•· • 240t000 

100,000 -· • . w •• • 61,ooo 

u,ooo . ""' • m,ooo ... 
,,ooo ... '""' • -·-

II '"""• -· ··.u~· • 1.1,000 

~ • • fill .. • 10,011 

~ ' ·" • "'·-
~ 

. ~. ... • ., ... 
-~ .... ,. 
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~ !2!!!!~"'!!~1n~!E!!!!~E!!'!,'~ 

''nf osr•• Nn 
ftM1. ..... ... .,... ... 
e.,p.r U.toO • "' .... 
Lee!~ 6,000 • tiDo-
u.. J,CICIO • ..,_ 
..... 1,490 • .....,.. 
ftMl ..... . .. • ··-..... ~.- Ja.CIOO • tJO,a 

littilpeM~"-1 ••• • ··--&1 ..... .. • ,_,_ 
........a. tw .... J'l.lllt u,aoo •• . ..... -
Qd•'• ••• • ..... ,. ............ .. ,. • ,. . 
_,,, ... ,_ • -·-......... uo • "·-rtn1Wu rwu .,, ....... ,_ • . ..... 

leMD¢' .... ., 
a.-.-

• d! I ... . 
• ~.-
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lo. of Unite 

1 Xll Short Wave and llediua 'ifayo Radio 
'l'elepbocle and Telqraph lloblle Statlon.a 100 

15 W Sbort wave Radio Telephone and 
Telegraph Pol't&ble Soto, 500 

10 W Ultra Short Wave Radio Telephone 
Portabl e Seta. 1 , 000 

Radio Communication System for cen-
troli~e- control ot truck traffic elong 
Ht.ghway-o. 

Coa:ponent Parts , va.OUWD tubes, resist­
ances, condtn8tra, tranato-rmera , ce·tera, 
in.at...-a, 'tlirea, etc , 

Power SUpplloo, dr7 cella, storage bat.­
torioa, <l;ynuootora, engino-genol'&tora, etc. 

l!atoriele , insulator s , fibre, oetale , etc, 

Toole 

No. of Units 

l!asnoto Doak Tolophoneo 

llasnoto Field Telephones 

...,.,.to Indoor Switchboards 

l!asneto Fiolc1 Switchboarde 

)0, 000 

Field Coble ;350, 000, 000 

Oelvan1aoc1 Iron Wires 

Copper 1Uroa 

Acco .. orioa 

7 , 000, 000 

1,400, 000 

Set 

Sot 

Sot 

Sot 

rt. 

Lb, 

lb. 

119 
Unit Prist Total Prtct 

$5,150. 00 

725.00 

575. 00 575 , 000. 00 

100, 000, 00 

200, 000, 00 

145, 000. 00 

90, 000, 00 

Unit Price 

* 18. 00 1360, 000. 00 

26,00 780, 000,00 

100, 00 250, 000. 00 

uo.oo )00,000,00 

J, OO per 1 , 050,000. 00 
t houaand feet. 

4,00 per 
hW1drod lba, 2801000, 00 

16, 00 per 
hundfe<l lbo. 22.4, 000, 00 
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•• w 1e) ' l!n 

,_..u.-1 hodute, ~ 
t11Af Clnr' •h 

'tUlfta 
AeUiirl~ 
....... .,. 1• 

See' pel• 
~ 
ro....,. 
... t&\iq. ~\iq ..w 
1-1aT IIMbiMe 
Powr PlaDU Ill_...,.. 
Ae\oeleft 
s~•hedl• 
DnlriQillwtS ~ 

C 5 I '0\- flrbM 
....... cn.w... 
........ '*"'­n.wuaot.d 
IC.Ml.-1 c:a-u 

... " Illite ,., Prtee 

~o,ooo c.. 
ao,ooo u... 

l,ooo,ooo •·•· 
60,000 

t&loM 
800 lluftl.l 

2,070,000 roUt 
4, 000 ...... 
• 

6,000 ..... . 
• 

400-
40 t.W 
40-
100 -

~-12,000 -
9,000 .... 
4,000 ,. .. 
ao,ooo ,. •• 
1800 u... 
1,000 ..... . 
14-

ftri .. -
~t& 
clilt .... ,., .... 

• 

!20 

ta,ooo,ooo 
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... ., lii&W 11111., .... w..lftola 

1. Dlllt ..... ,, ... ,... ··~ • , ..... 
•• II 0 ••• 4,0110,000 -- . ·'' ... ,""-_ 

"·'""-
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,n,,_.,. c,.r ... ,...,. MMbS,.. 

1Mle41nt ..... P..U 
llii'Ul ... 
~¥· • 
froaDeiw 
leSAtol"d..ll lu 
IMic DrUl ' 'etb10M 
.... lldl.u.a. ''·qpht_, 
....... .... u .. , .,_ 
el.t, ..,.,. .... 

IAbeolll\e n t 1 PlaiM 

( tw lllel-) 

I!o·tC NM 

I 

tleilMM 

I JOG 
4f~ 
• .6o 
tuo 
•• (IJ/»> 
... 1~ 

......,. 
116,000 

112S,OOO 

122 

• )10,000 

:J:t: 
I •,ooo • u,ooo 
• 141),000 
• )16,000 

• 100,000 

~.ooo 
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ftD. pppx ALA' 

u ll· ...,.._ ..... ...u. 111\11 
n..l oln p•• and--~-

& . Dl.eM!. ~u,.., 7J B.P. 

b. DleMl.IAI-U..-, 11J B.P. 

) , ear., 7 .,_ 

Sl.,pl8 

~ ..... eqd.~and 
... .. eorl .. 

6. 1!r1qll 

1e.et JWM 

~.u .. 

100 

aoo 

J,l~OOO 

"'"PrAte 

... oocv.u. 
tr,ooo 
t4,000 

• 100 

~23 

tl,ooo,ooo 

'700,000 

eoo,ooo 

aoo,ooo 

aoo,ooo 

200,000 

900,000 

.,,ooo,ooo 
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TO 

,00 .. 

TREASUR Y DEPARTMENT 

INTER OFI'1CE COMMU NICAnON 

DrollarT7Do lllUW 

£, 1. Pol-.r, Jr. 

OATil 

NOV 20 1& 

Yooa ban aated -.tur the llecoutruoti"" Pillan.,. Corporati"" 
would han a11tborit;r to .U.. loaDa to .., -ioan aorporatiOil tar the 
purpoooe ot purcbaa1Joc Clll.aMo tiD aDd reoelUJI& nell t1D 1D the .lllerioan 
-.rtet. 

126 

S.Ctiao S(d) ot the lleccnuotrlloti"" 11D&Dce Corparatiao J.ct all­
thorboa the Corpgratioa •to piii'Gbaao the HCW"itloo aDd obllptlOill ot, 
and to .U.. loaDa to, aD7 bllouoao entorpruo when capitt.l ar credit, at 
prevail1Jo& ratoa tor tho cbaraotar ot l<laD applied tar, 11 lOOt otbarorilo 
a-.ailablol PrOVided, That all nell purobaooo ot nell oocurit1 .. aDd ob­
Uga tiollll aDd all nell loaDa eball be, 1D tbo epinicm ot the Board ot 
Diractora ot oucb sound nllle, or so oecurod ao reaoODab~ to aonro re­
tir...,t or ropa,_,.t; ~ be ade or otteoted either direc~ ar 1D 
cooperation with boJoka ar other 10DC!1nc 1Dot1tlltiOD.I tbroucb av• 1 te 
to participo to or b7 tho purchaoe ot portlcipo timoa, or otbarorile 1 eball 
be ado o~ when, ~tho op1n101l ot tba Board ot Dirootore, tho bllo1Dooo 
oDterprioo u oolToCJ aDd oball be ado Wldar 1\lCh teru , condi tiObll, an4 
rootrictiOD.I ao tba Corporation ~ dotoralul * • • .• 

UDdar tJoo broad autboriatlcm oontarrod b;r tbU ooctiOil bllt 
subject to tbo prot"iaoo COiltaiDed tbaroiD, the Reconotrllction 11D&Dco 
Corporation would han authorit;r to .U.. lO&Do to .., -'-lrioan corporaticm 
tor tba purpoooo 1Dd1catod 1D 70ilr req ... et. 

F.t/·lf 
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Repeated 1Dqulriaa b&Ta' been reeai'nld 1D the paat £n ftelto 

froa ChiDA regarding tho prove•• ot tho proposed loan apinst tiD. 
OD tho ChlDa oiclo, plena baTe been ca.ploted to uko ahi-nta b)' aT&U­
ahlo sti&JIIero rogularl,y to tho United Stotoa OJld tho tirat ohipunt o£ 

SOO t<ma hao a.lraod1 •-•need 1 to J ourn.,. 1'roll r,......,. ID tho meantime, 
due to tho wr oit uatlon 1D bop., oonral I!UropMD countrioo ba ... 
opprooched ChlDa with tho object ot toclll'l.ni this tiD ond, Daturoll,y, 
theso nocotietiQill .... bo1Dc held up until • docioim io erriTed at 011 
this aide. 

ChlDa ia tho ~ ~t produeor ot tiD Which baa not 
participated 1D tho 1Dternat101111 tiD agro....,t. Without bo1Dc IIUbjoot 
to export CfQOtl control, ChlDa is t'roa to inct'elloo her production and 
export 1D order to aeat tho increaainl noeda o£ tho Un1 ted Stotea. .lmNal 
ocn1111111ption o£ t1D b)' ftri~ induatrios in tho United States varied t'roa 
48,86o lOllS teu 1D l938 to tr7 1000 tOlls in l92CJ. .UthQucll the propoaed 
ahipmont o£ Chineaa tiDe o£ lO,OOO tono a year oo.l7 f'lll1'1lls a OIDOll 
porti011 o£ the lidted Stotea nqnir-t, 1t ia iaportant to ban ouch an 
1Ddopalld•t - o£ ~ 11> Tiow o£ the war t1tuoti011 and <>OIItrol o£ 
tba iDt&nlatiCID&l tiD ogrl I t • 

...,_, Mftl1 to 1D the ru kat em. to tba Ja..Stnc o£ 

J &piDOM foroea - PUbo1 -- to 1Dtertan with ·- o£ Ob1Da'• r .. 
roaatn'nl- fill I IM\ta wi~ tba Cllltoide world . &a to bow aan-' t.ble U.Z.•l Ia •s '• • twttc- clnel.OJIMII.t.. !he MH laJWUnl ~ ....-
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troops near Pakhoi ..._teo no oorioua oituaUan aa tbio 1\aa been 

anUcipated for I«M U.. and c-.micationo rith that part of tho sea­

coast were cut off 1>T tho Chinese authori ties 10118 ago. Tho Japanese, 

in landing troops near Pakhoi, "'"¥ bave two objecUvea in view. '!'hey 

IliA¥ advance north-westward and atteapt to cut the Kwancai aotor road 

ccmnectioo with Indo-Chino near tho inte~Ucna.l bor<lor. According to 

the opinion or ao=o llillta.ry exporto, accooplillhl:lent will be 1:10ot diffi­

cult as tho mountainous terrain (known aa "10,000 Bugo llountaina•) ie 

right in the path and it will take at loaot 120, 000 troops to undertake 

tho oxpodiU011 . So, it move::ent ia alone tbio direction tho objective 

ay be to OCCU1'7 onouah territory in order to aa.te~ utabliah on air 

riold fl'Olll .micb lend ploneo IDI:J' be diapa tched to do damaco to trucks and 

roads in tho Provincoo or K..angoi, Xwoichow end Yunnan. Tho second 

objective may be to move nortb.-.stwerd and advance to Buon-oion, Tatang 

lind Liuchow to cut of! the intorprortncial 110tor roads one! to threaten tho 

~ ot tho Cbinoao llillta.ry base at HenSJ&IIS. Tbis .,.,,.. will be aore 

al.gn1t1cont in a ..U1 ta.ry sense but beoideo tho ditficul t raountainous 

terrain near the Kwanctung-Kwangsi border, Chinese fortiticaUons along t hio 

route a.re more fora1clable. Such a aove wUl nec:aasitate a tre•ndous 

llilltary force and will take ~ 11011tho to operata . It io, therefore, 

&&to to say that while tho Pakho1 Jandlnc does add another throat to South­

western transportation , actual clangor 1e not yet at bane!. 

China t s dotonoinaUoo to reaitt to tho last an will not be 

attocted b7 tbia landinc. There are t .. ni;y araonala l ocated in sate 

locaUUea tunJJ.il& out ...Ut1ooo and llcbt aru onry day, but •toriala 

tor their ...,ut'&cture ... t be 1aportod in auttici..,t quant1Ueo witbout 
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interrupti0111 aDd -~ araa and !IIUllitiono needed tor !'oploniohMnta 

must be supplied troa t.ico to· time. IIAI&vy field guna aDd aoroplone 

boabero in aufiic1ent Dllllbera, which are abeolutel¥ ... onti&l in clrb1.nc 

tho one~~Y ott tho occupied aoil and which Chi.na 1a ao ••dl¥ laclting, 

IIW!t be auppl.iod in some wa,y. 

Besides, n..arouo •terialo &lid oupplioa which are oaaentlal 

tor tho continuation of Ohi.na '• national uistonco IIU8t bo continuouol,y 

supplied . · Tho loan ot $25,000,000.00 ap.iuat tunc oil baa been allocatocl 

and p!'&oticall,y uood up. Purchases JO&<Io have bean ot diveraitiod Unoa 

and wiclal,y distributscl &l!!OilS various industries and uong maey atatea . 

Tung oil l.aportetion and distribution by tho lln1nraal trad1nc Corporat ion 

baa proven to be ot real benofit to tho paint, vorniah and o ther wood oil 

using induatri eo ao oponl,y rocogni~ecl by the llational , Pai.nt, Varniah ODd 

Laequar .lss ocietion of tho lln1tocl statu. 

A new 100.11 on t1c to be concluded at this time will not onl,y 

supply the urgentlJ' needed now tunda for the contlnW>.tion of purchases 

or nocooaary a~atori&la to the IIUtual benefit ot ~Gitocl Stateo •nuf'acturora, 

p!'Oduooro and Chine, but fiiAT oorvo as oncourageJDellt ot l.mtoeaaurablo valuo 

in helping tho 110nlo ot tho Chinese people at a U.. when it would appeu 

that otbor da.ocratic cowtrioo are too bwoy or indifferent to Chi.na' o 

struggle apinot ..,.ooaion. 
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Cont ......... 1D Seoret.ary'. O!tice, at-eo! 1>7• Seoret.ary llor&ODtbao 
the CIMd:l. ... lliDUter to the Unit.ed Statea0 Sir Herbert ll&rler, 
Ill', Toooera o! the Banlt o! Ca11ada0 llr, Vinor, ODd llr, llhl.te. 

The CM&clion 111niater add he bad noth1D& apecial to tall< a bout 
except to ri))O!'t thet the ,..., 001111ng troa ln&lon4 bad been delqocl ODd 
wolllci .... la tor, 

Ill'. r..,.... atat.ed ha wu lea'fi.Da !or £n&lanci1D a r ... c1qa 1>7 
Clipper. 

Tbo Socret.ary """"ted that U Ill', Tonra bad U.. be coul4 
c""!ar with llr. Vioer &l1c1 llr. llhl.to on c---.sollor excMnco utter. 
and thet it ater tbe diacuasioc there nro - quut10111 tb87 na­
to raJ.ao or1 tb 1ha Secretary ha would be &114 to ooo U.. t be DOrl 
110rn1D&• llr, Tawera indicated be OODIIl.ci be &114 to cio oo. 

Subooquont17 a contareoce wu balci 1D Ill', Vinor' o o!tice, with 
Ill'. Toooero and llr. llhite preeont, ODe! DUMroua po1Dto of clotaU nro 
cleerecl up. It ...., qreocl at t he ..,•tin& t.hot. it OODIIl.cl not bo noeea­
oary too oe tho Secretary a gain at t.hot tiM, 
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Coat.......,• 1D See ... t£7'• O!tiee, lo.-.... a , 19)9 

Pru•t• seo ... t.r-7 lloraentba, liT. s t.r ... ala ot Srltaer~, 
alld. liT. White 

lb-. St.raeaole aaid that the 'bv<leD ot .obiliaa tiOD ill Switaerlud 
wu very lle&Yf. Sri taerl&Dd bad a halt ad.llioa - UDder arM, 11hich 
ill e COUDtry with I populatiOD Of fOUl' lll.lliOD .. O'b'fiOWOl7 'f8ry hiabJ 
that the 110b1lbatioc wu coati.Dg the S.Ua OonrDMnt about S lldllloa 
Swiao trance a da7• 

liT. St.ra .. ole otatodo Tbat Switserl&Dd wu p-eatl7 ·~ 
ito 4eteoo .. aaliDit a poeoible a.n.n a ttock an4 felt that 1D tba 
... ent 0el'IIMT 4id attock, Switaer~ could delAQ' the o-.. ad'JU>Ce 
for a 'ftek or t• 4~ but ao lcog u ltal7 r-'* neut.rel ~ 
telt reu0Dihl7 aate, He eleo aai4 that air attocb aaaiJIIt Switaerlud 
,.... Ter7 balardou l>eca ... e ot tba -taiAoua cbaract tr at the coaJJtr7, 

Be atatod tbot upcrte to France and EnK) olld. wre ccnticuiD& 
wit.hcut ditticW. t;r alld. that the Srlaa •tch ....ctactuNn WNI IIAid.Dc 
tilll.D& illat..-te tor ehello tor the~ .. inateacl of •tchaeJ that 
tho .Ul1e1 were wtcbin& YV7 car~ tbe ra• .. terial• entar1JI& 
Swi harland to .Uo certain that none ot tho exports to G8J'III&D7 'O'oul4 
contaiD i11port..S ra .. teriw. 

He said there ...., considerable hoar41ns ot Swiea tranc notee and 
eo• hoar4ina ot United State• ourrenoy, He eloo eapr~••e4 the new 
that hetore lona England would ha•e to depreoilta bar currenc:r .acll 
110re ill crder to ocquire torei&D ucbanae unleo• the United Statee .,._ 
tended outficient cre41to to Ul<e that wmecuOVT• 

The S.Cret£7 uked h1a it ba wuld cooter with CaptaiD 1'111•tOD, 
wbo wu called iD, and r~ to h1a h11 'fine on the lld.lit£7 ai-tioa 
ill Srlt .. rland, llr'. StrueUe aai4 ha woul4 ba ale4 to do 10 alld. ba 
wnt 'O'ith CeptaiD Po1•too to the latter'• otttce, 
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In repl7 rater to 
Oo 

II)' dear l4r. Secretary: 

DEPARTMENT OF STATE 
WASHINGTON 

.::. 3s 

I propoae that a meetiJla ot the National llllll.itiou 

Control Board be held at 2:50 p.m. on Tlleadar, NoT.aber 18, 

1939, 111 roc:a 360, Department ot State BuU.diJla, tor tlle 

p~U"poae ot adoptiJla rulea ot procedur. to goTern the 1uu­

ance ot licenaea tor the exportation ot t111-plate aorap 

diU'ina the calendar rear 19~. It 1• ay 111tent1oll to 

reoommend, tor approT&l at tbia meetiug, the adoption ot 

rulea ot procedure ror 1940 atmilar to thoae now 111 ertect. 

A dratt ot the proposed rulee 1e enclo .. d tor )'OIU' couid-

eration. 

I 111ten4 to deeignate l4r. loaeph C. Or Mil, :laoutiTe 

Secretary ot the Board, to act 111 11:1 naae and atNd at 

thia mMt1118. I ahollld appreciate it 1t rou would oc:a­

allllioate illto~llT to Kr. GrMA the naae ot the peraou 

whoa rou will dea1gnate to act aa rour repreaantatiTe, 

The Honorable 

hJll7 Morgmthau, lr. , 

&eorekrJ' ot the Tr ... urr. 

liailar 
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a•etler ln••• ~~~..,. ~- aUr...-4 to \1111 ·~ 

n>w• et U. aUOII&llllalUou Ooavol JoaN. 

tiae,uoel).. 

... 1.-... 
~~nn et ,..,. • .& rlll•• 
et preee41tn 

~ .. 
• 
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DRAJ"l' OP PI'IOPOSED RULES or PROCEDURE TO GOVEIIJI 
filE ISSUANCE or LICENSES POR THE EXPORTA'i'IO!I OF 
!111-PLI.'l'E 8CIW' DURING THE CALENDAR lEAR l 94o 

In furtherance or t he purpoeee or the Act or Congreea 

approved February 15 , 1936, Which, as atated therein, are: 

• to protect, pr eaerve, and develop domestic sources 
of t1n, to restrain the depletion or domesti c re­
eerves or tin-bearing materials , and to lessen the 
present costly end dangerously dependent position 
or t he Uni t ed States with reepect to r eaources of 
tin, • 

and in order t o aaaure in the publio intereat the t a1r and 

equitable consideration referred t o in Section 2 or the 

Aot Vhioh reads ae follows: 

1 There ehall not be exported troa the United 
States after the expiration of Uxty days from t he 
enactment of t his Ao t any tin-plate ecrap, except 
upon license is eued by the Preeident of t he Uni ted 
States. The President is author1~ed to grant li­
ceneee upon such conditione and regulatione as he 
may find neoeesary t o assure in the public 1ntereet 
fair and equitable consideration to all producers 
ot t his commodity. • 

The Secretary of State , aoting under and by virtue 

ot the au thority vested 1n him by Executive Order No. 7297 
ot February 16, 1936, hereby prescribes, by and with the 

advice and consent of the National Munitions Control Board, 

the fOllolf1ng rules Of procedure tO govem t he 18SU811Ce 

or 11oen88e t or the exportat ion or tin-plate acrap during 

the calendar year 191!o under t he regulation• governing 

the export of that commodit y pre•oribed on December 7, 

1936: 

(1) 

• 
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- 2-

OIUOIIIAL ALLOTMENTS.- Allotment& vlll be 
granted to producers o! tin-plate scrap only 
and will be assigned to producers vhoae appl i ca­
tion• have been sub~i tted in accordance with 
the provisi ons ot paragraph (1) . Allotments 
will be baaed on the i ndividual producer ' s re-
quest t herefor with the provieion t hat no all ot­
ment or more t han 25 long t one shall exceed in 
amount 20 percent of the quantity or tin-plate 
aorap produced by him during t he calendar year 
19}8. Requests tor allotments or 25 long t one or 
l eaa may be gr~~ted in f ull, without reference 
to the quantity of tin-plate scrap produced dur­
ing t he calendar year 1938, provided the producer 
concerned presents oonTin&ing evidence, in the 
torm of a gworn s t atement, establ ishing that he 
will, so tar as can be foreseen, during t he calendar 
year l 94o, prodQce at least the equivalent o! t he 
allotment which he requests . No a llotaent a•stgned 
under t he provisions of t his paragraph to Bnl' one 
producer, incl uding hie att111ated or associated 
companies, shal l exceed 2, 000 long t ons. 

SWORN STATEMENT OF 1938 PRODUCTION. - No or o­
duoer shall be eligible to receive an allotment 
under t he provieione of paragraph (2) until t he 
Secretary or State baa reooived f rom him a sworn 
s t a tement setting f orth the quant ity or tin-
plate scrap, i n long tone, produced by him dur­
ing the oalenda.r year 193g. Sworn statements 
submitted under the provisions of t his paragraph 
shall include the name and address or the producer, 
the name and locat i on or each factory, and the 
quantity of tin- plate scrap produced at each 
t ao t or y. 

.t.PPORTIO!IME.VT OF TO'!'AL ALLO'l'Y.EIITS.- In the 
eYent tEat it shAll be neoes•ary, in order t hat 
the quantity or tin-plat e a or &!) to be exported 
during t he calendar 7ear 194o ahall not exceed 
the total figure to be agreed upon by the National 
Munition• Control Board, auoh total shall be 
apportioned among t he applicants ror allotments 
on the basis or 1938 production, Vith the pr o­
Yil1on that no&lotment ehallexoeed t he quantity 
epeoitied in the i ndi Yidual produeer•e request 
thereror. If an apportionment iS unnecessary, 
a llotments vill be granted i n t he order or the 
reoeipt of requeat a t herefor until the total figure 
referred to baa been exhaust ed. 

ADDITIONAL ALLO'l'ME!lTB. - In the event that 
oondlt1one then ex1et1ng lhall waM'ant such 
action, additional allotaenta may be granted 
after July 1 , 19~, upon auoh conditions ae may 
be agreed upon by the Kat1onal !un1t1one Control 
Board and announced by the Secretary or State . 

(6) 
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FAIR AND EQUITABLE COllSIDE:RATIOll.- An allot­
ment may be granted at any t i me during t he 
calendar year 191«>, wi thout regard to previous 
aasignoents ot allotoente , to any oroducer ot 
tin-plate sera~ who pr esenta to the Nat i onal 
lfuni tiona Control Board, t hrough t he Secretary 
ot State, convinc i ng evi dence t hat he is not 
reoei ving the fair a nd equi t nbl e ooneidern tion 
referred t o i n Section 2 o f t he Aot a~nroved 
Februar y 15, 1936. Allotments assi gned under 
the provis ions or t h is ~aragraph shall be P.Tanted 
in such quanti t i es a~ will as~ure in the nublic 
interest tair and ec·1i t able consideration· to t he 
oroducer concernee . Al l a~nlicat1ons for al lot­
oente under the pr ovisiono o f t hi o paragra~h 
shall be accoopa.nied by s"orr. st11 tements , i.n 
quintuplicate, eettin~ t orth oomolete end detailed 
intorm,.uon 1n ~u!)-ort t hereof . · 

LICENSES.- No tin- ol ate sera? may be exnorted 
unl ess a license author1~1ng euoh ex;>ort sl:all 
hAve been i ssued b~· the SecretAry of Stete . Li ­
c enses may be issued to any producer Who has be6n 
assi gned an al l otment or t o ~ny other per son 
or persons authori~ed by such produo~r to 
e xport t i n- pl ate scran under his al lo t ment , pr o­
vided that licenses will not be issued during 
the first s ix ~onth s of the calendar year for 
the exportation of t1n-pl~te Acrap i n ~Jantiti e s 
in excess or 50 per cent or nny allotment of 50 
long tons or ~ore . 

LICEtlS'::S ISS'JED ':0 PE:tSONS OT!l~ T!Wl PRODUCERS or ~IN-PLATE scRAP.- Any producer Who has received 
an allotoent ~ay, l f he so desires , Authorize 
Any other person or !l8r@ons to &!>ply for license 
to export under ~ls allot~ent t in-plate sera? 
produced at hie factor y or tactori~e. The De?art­
oent ot Stat e should be info~ed oroo? t l y ot 
euoh authori~t1one vhen m&de . Per~one other 
thAn produc er s should, in aubm1t t 1ng applicetions 
tor l icense, aaeure themselves tha t An allotment 
hAs been assi gned coverinv the part icular tin­
plata scrap wh ich t hey desire t o export and t hey 
should include in t he aonl1oat1on a sta tement 
set t ing t orth the name and address of the f actor y 
or taotor1e e a t Which t he t in-plat e scr ap was 
produced and the quan t ity produced at each fac tory. 

GENERAL STATEl·IENT,- As stilted in paragre.;:>h (3) 
or the regul ations governing the exnor tat lon or 
tin- plate scrap,. t he Secret ary or State will 
1aeue exoort lloeneee to cover oronoaed eh1omente 
or t in- plat e scrap When , ln t he opi nion or the 
National ~'unitlons Control Boa.rd , the i ssuance 
ot euch licenses aay be oonaiaten t vl th the pur­
poses or t he Act approved FebruAry 15 , 1936. The 

NAtional 
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Rational Munition• Control Board a&J reYoka, cancel, 
or .oditJ at an7 time al lotment& or l icensee granted 
under the rulea ot procedure herein announced 
and a&J aodit7 these rulee ot procedure Vbenenr, 
in lte opinion, euch action ia requ ired 1n order 
to oarr7 out the purposes ot the Aot. 

The allotment• under the above-mentioned r ules or pro­

cedure and t hose hereinatter au thori ted will be aeeigned 

under the conditione set torth below, Whi ch condit ione are 

to remain ccntidenti al unless oircumatanoee shall warrant 

the publication b7 the Secretar 7 ot Stat e ot pert inent pro­

v111ona thareot: 

• 

The National Munitions Cont rol Board agreea that 
the total allotments assigned under t he provis i ons or 
paragraphs (2) , (4) , and {5) ot the r ules or procedure 
eet t ort h aboYe tor the e%p9rtat1on ot t in- plate scrap 
during the calendar 7ear 194o ehall not exceed 15, 000 
long tone. It, on July 1 , 194o, there shall remain an 
unassigned balance or thie maximum tonnage , the Secre­
tary ot State ie hereby authorited to aeeign, under 
the pr oY1a1one ot paragraph (5) ot the rules or proce­
dure, additional allotment• until ouch maximum tonnage 
shall have been reached, aubJeot to the tollow1ng 
oond1 tlone: 

(1) !heoe additional allot~ent e ebal l be granted 
to producers or tin-plate eorap only and ehall 
be au1gned on or atter Jul7 1, 19110, 1n t he 
order ot t he receipt or requeete therefor , pro­
vided that, i n the eYent that i t lhall be necea­
&arJ 1n order t hat the quantity or tin-plate 
eoran to be exported during the calendar year 
194o. ahall not exceed the tot al tigure agreed 
upon by the National Munition& Control Board, 
the aYailable balance c t euoh total shall be 
apportioned among the a nnlioant a on the baele 
ot their nroduotion during the tiret eix 
monthe ot.l94o. Allotment• will be baaed on 
the individual producer'• requeat therefor 
with t he nroviaion that no allotment ot more 
than 25 long tone shall exceed in amount 20 
percent ot the quant1tJ or tin-plate eorap 
produced by him during t he tiret eix monthe 
ot the calendar ;rear 194o. No allotment ae­
aiped wu!ar tha prov1a1ona or t hU paragraph 
to UIJ one producer, lnoludlag hla atrtliatad 
or aaeoola ted oo~ee, ahall exceed 1,000 
long t one. RequeeU tor allotment• ot 25 long 
tone or leu •1 ba granted ln tull, eubJeot 
w the qaallt1oatJ.ona eet t ortb under paragrapb 
(2) bal.Giv. 
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(I) Wo )lr'04110er lbal.l be ellstble t o PMe1~ 
1111 alloaeat 'DJI4al' t:he pronuou of puoa­
.a'Ub (5) of tbe nlee of prooe4al'e UDtll 
lbe-leeretuT of ltate bu reoe19ed froa lila 
a -:I'll •'-'-nt eeUlftC forth tbe quanti t7 
of tl~late eorep, ln long tone, produoe4 
b:r hla ftr1Jig the tlret Ux IIOnthe of tbe 
oale114ar :ree 19'1<>, pro't'14e4 that requesU 
for 25 lo11g tone or leu u:r be granted ln 
full, W1 tbout reterenoe to the quanUt:r of 
un-plate eorap produced during the 1'1ret 11x 
aontbe of 1940, 1r the produoer concerned pro­
eente oon't'1nc1ng e•1dence, ln the tor. ot a 
evorn etate.ent, eetabl1&b1ng that be will, 
eo tar ae oan be toreeeen, produce during the 
calendar :rear 194o at leaet the equ1Ya1ent 
ot the allot•nt requeeted b:r hla 1n exceu 
ot the total ot an:r allotaenta pra't'iouel:r ae­
Ugned to hla tor export during t he oalendar 
:rear 194Q. honr e~ateaenta eubai tted under 
the proY1a1one or th1e paragranb ahall include 
the naae and atdreea or the producer, the 
name and locati on ot each taotor:r, and the 
quant1t:r ot tin- plate ecrap produced at each 
tactor:r. 
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Dated NovembEr 21 , 1939 

Rec ' d 12 : 48 9 · m. 

Secretary of Stat£, 

Washington . 

2414, Novenber 21 , 

FOR TREASURY. 

\'11th further rcfn•cnct to my 23C6 o f Novell'lltr O, 

Sir John Simon, 1n reply to a que a t1 on 1n tht Houa c of 

Coml:lons , announced t oday that t ht tim£ has n<'t arr 1vcd 

far the issuance of a loan on the open market but t hat 

t wo stcur1t1ts will bt on salt ns fr om tomorrow morning 

designed to enablE all citizens even of small !"Eans to 

J:~&la: their contribution to tlo.£ war effort . 

Tbl: tirat will be a n£W isaur of nat1onsl savings 

cert1!1cates to r ,cplace th£ current 1saue . The 9urchasc 

pr1ot of' tht new certificatEs will be unohan:;ed at 15s . , 

but thE in t erest will bE slijhtly increased so that the 

cert~f1oates will accumulatE t o 17a . 6d . after t1ve years 

and to 20a . 6d . after tht full period of ttn years. (~ 

price or t he current issue on sal£ a ince llarch 1935 has 

bt£n 15a. maturing at 10 ycara at 20a , Th£ pr i ce quoted 

1n telEgram No , 2305 or November 8 woa t~t ot the 1 922 

isS''.£ . ) 
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Thr eroond erourity w1ll br known as a drtcnor bond 

and will br pura~eablr !n ~ito ot , 5, It will b~ on 

ealc tomorrow a~ until t~t~rr notia~ -"' i ~ •u~d a t par 

to baor intcrut at 3 per ornt P~;r llMum, I t wUl bJ 

rtp~yablc atvrn yrare trom thr d a te ot pu~ohaar at a 

prcm1~ or •1 per o~nt it not oaehrd brtorc, In view 

or thr spcclal pr~vilcgcs attaohrd to thrar bond~ no 

individual will bc al lowed to hold 111orc than lo10Q0 but 

he may purohe.S£ up to 1.1000 worth or thc bonds in addi­

tion to holding th£ ~aximum ot 500 savings ocrt1t1gat<s , 

KENNEm' 
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J'liOI(I Aaer1 oan lmbaaa:r , Berlin 

xo; 1 2102 

DATi: Ho•ember 21, 1939, • p . a. 

Reference 1a made to »:r tllegrea no. 17'0 ot October 

18, 2 p.m. 

!here will soon be brought to a olose, aooord1ng to 

ottioials ot the Reich, tba tirat stage ot the trade nego~ 

t1at1one between 0el'll&n:r and Ruula, vh1ob baYa been going 

on einoe September 28 vhen notea were exchanged between the 

two countrlu • Foreign Hlnletera maltlng prortelon tor the 

el aboration ot a Oerman~Ruee1an econclllc prograa. It 1e 

the hope ot the German Go•ernment , howenr, that tolloV1ng 

tble tlret etage tbare Vlll be etand1ng ooneultatlon and 

cooperation w1 th a n:ev ~oward i11prortng traneportatlon and 

exchange• between Oerman:r and Rueaia. 

lo tar, accord1ng to one ot tba German delegatee, the 

Rueeian negotiator• ha't'e demonetrated a v1lllngneaa to 

aooommodate. The German delegation vae agreeabl:r eurpr1eed 

b:r tble attitude alnoe the:r had expected tbat the negotia­

tion• would be d1ttloult and that there would be a great 

deal ot haggling onr quanti tiu and prioee. J. aember ot 

the lllbaee:r etatt ,.. told bJ J.abaee&dor Ritter, vbo 1e in 

charge ot the German delegation, that be had not expected 

euob great reeulta and that eo tar 1t had been agreed b:r 

the 
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the Rueeiana that 1 aenral llillJ.on aarlte • worth of raw 

mater1ale, 1nolud1ng toodetufte, would be auppl1ed b7 

them. 

'l'bl German preae hae announoed that eo tar the o.a.a.a. 
hae agreed to dellnr one ll1111on t one of teed grain (pr1no: 

o1pall7 barle7) to 0el'IR&Il7• (Reference 11 lll&de to •7 

U l egr• no. 18'1'0 of Ootober 28, 12 X.) A aember of tb.l 

Emban7 etatt vaa informed b7 Vllhl , who 1e 1n the roreign 

Off1oe and 1e noa1nall7 the bead of the trade negot1at1ona 

although 1t eeema that vlth reference to eome ,..ttera he 

11 nov aubord1nate to Ritter who vaa h1a predeoeeeor, that 

1t had aleo been agreed that Ruella vae to turnleh one 

m1111on tone of petroleua produote. V1ehl etated that 

th1a vae a prel1m1n&r7 amount whioh would be 1noreaaed 

later. It 1e aleo lmovn that 0el'IR&Il7 gained anot her 

adT&ntage 1n the Rue elan GoTernaent' 1 agreement t o aooord 

German e:r;porta to and 110p0rta troa Iran, l.fgbanlatan aDd 

t he rar Eaat tree tranau oTer thl terrltorT of thl u.1.a.a. 

H baa been announced b7 OeMrtrgh•U, whioh 1a a aem­

ott1o1~ publloat1on hartng to do vlth the eaatern trade 

of Oera&nJ', that thl au .. 1an trade repruentatln 1n 

Berlin v111 1eaue epeo1al 11oenaea tor trana1t to and troa 

thue oountr1ee. 

'fe are aleo informed that 1 t had been agreed b7 tbl 

8o'1'1et 
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lonet 'l'ra4e o-1 .. 1oa that 4llr1Q& tb.e nut 7ear u 1I'OUl.4 

flll'Ditb. 100 ,ooo tone of cotton to O.raaD7. Obrtou3.1' 1t 

1e neoeu&r7 to oont11'1l tb.1e report becau" ilol'll&l.l.7 

8onet export• ot cotton are aeYeral timee .aalle~ than 

tb.1e figure . 

Although, accordina to Oe1'llan otticiale' etatemente, 

tb.e Riau1an trade negot1at1one han b11n 110re euoceutul 

than the O.MI&Jl autb.or1 t1ee b.a4 ant1o1pated, 1t 1e etated 

b7 ecurcu in touch with the" negot1at1one that O.l'll&D7 

dou not haYe rellab.le 1ruUoat1one or ueurancee that the 

lonet hal adopted u a p erll&llent polic7 tb.e eXpanaion of 

trade with the Reioh. It 1e etated b7 the" eourcee that 

although at the preeent' tllae Ru11ia tinde that ecoll0lll1call7 

1 t 1e adYantageoue or neceu&rT to bU7 certain equipment 

f rom 0.l"'II&D7 (pr1noipall7 aacb.1ner,. but aleo armor plate 

etr1pe, ~iller,., and eu~1ne D&Yal equ1paent , acoortl-

111& to eoae repone), obrtouel.1' the real reeeone t or the 

new willlnpeu on ihe part ot Rueeia to trade v1 th Oe1'llan7 

are pollt1cal and that 1t 1e therefore b.18bl7 uncerta1A 

Whether the pre .. nt e1tuat1on v1ll oonu nue. 

Pleue 1ntora 'l'rea•UrT. 

" ,. :r A 
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THC OfiMCT'OA 

TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

NO"falber 21, 19)9 

On IIOVIllllber 13th Secretary Welles o! the Stat& Department phoned u concerning 
ordora or dura.l.UIIin placed by the French with the .UUIIinlllll ca.p.ey of America. 

He told me that the President had directed Mil to contact ""' with a 1'1.,.. to 
seeing whether del1ftr1es or dnrai11111n to the French Goftnaent could not be 
expedited. 

'!bat ....., ~ I talked with llr. Wilber or the .UIIIIiniB C..po~ ot America, and 
without d1aclos1ng the purpose of -.y 'rlait, a&rned n- b1a that the indicated 
r•qui.reMnta o r Allerican IIIJ1U!acturera ror the next year would penal.t o! an &J>­
p,..,ciable toM&ge of du.ral.UIIin being - aftil.&ble tor other ,..... 

'!ba result or q 'rieit to llr. Wilber wea reported oraJ.q to Secretary 'llellee, 
and he nbsequentl,y informed me that the Prea1dent desired that the Q!J&rtemaatar 
GeMra.l o! the J.rrq, the l'ayma3ter Qenera.l o! the N&.y, and the Director o! Pro­
curement confer with a vi.,.. to s eeing llhat, 1t aeythina, a1ght be done to aesiet 
t..~e French . 

'!111s conference was held yesterda.y and deftloped the !aot that the presentl,y 
indicated requiramsnta through 191,0, when caupared with the tota.l output of the 
Aluminum Company or America, would permit o! that comP"JV"'• .turn1eh1ng an ap­
preciable toMage of dura.l.UIIin to the French OOve,.,...nt. I ta.llced with secretary 
llelles by phone, tol.d him tho roault of the ocnveraat1on and suggested to Mil 
t..'>at I turthor contact llr. Wilber to dJ.acuse the question of speeding up 
clellveri es to the French. llr. Welles told u that he thought that before I did 
this the utter abould be cleared with the President, and I ,-eaterday afternoon 
so 1ntonoe4 Oeneral 'll&teon. · 

Last evening the Preei.dent called .. by phOne and tol.d • to get 1o touch with 
l!r. t;llber to see 10bat, 1t acyth1ng, could be done to belp the French. 

'l'hia .orn1ng I apent oftr two boura with ltr. llllber, and during the oouree of 
our conference he talked at length with Pittaburgh oonoern1ng the possible 
speeding up of French dellftr1ea. J.ttar th1e conftraat1on he 1otomed u that 
they are entlrel,y 1J7!1P8thetlc with the French w.nte, that ..,.r;rthing pose1ble 
11'0uld be done to make dellftr1ea at the earlieet po11ible elate to the French 
oo..,,.,..nt , but that the .Uilllinua Co111P"11:r ot AMr1oa did not reel that their 
inV11ntor1es should be reduced to a po1ot where the:r could not ll&ke -rgenq 
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dallwri .. ....., oall8cl 1lpOII 'llr tM a'f1a~ion :I.Ddutr, ot tMa -trrJ t.Mt 
tM1 wre pa~tJ.Jlc ..., adtiu-1 plaD~ ot t.Mirw iDto opereUoD &lid toM~ after 
t.he tint ot .J&JI11&17 it we 'bel1eftcl. ill&~ cleli'I'Uiee to tM rNDCib -u 'be 
·~ eteppecl ap, bolt toM~ it we ""~ poeeibl.e a~ tMa u.. to nate iD 
'lbat q~~~o~~t1U.. cleli'I'Uiee -u be...... He 1'artber ...triaed- ill&~, iD­
nent tbore 1e &IV' diUip iD - ai t..&Ucm, be '1100114 eo 1Ators • • 

J 
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I'JIOK: .&aerioan Embau7, Pari a 

110.: 2901 

DATEI NoTeaber 21, 19~, 6 p.a. 

8EO'l'IOII8 ONE, TWO, THREi1 AND FOUR 

roa '1'R&L8tlRY. 

!hie aorn1ng n bad a oall troa Ro7al fTler, vbo 

vae on hie V&T to epend a tev 447• in England. Be aeid 

that he bad Juet oou baolt troa O.nna and eteted that 

although the paaeage ot tue hu innitablT ruulted 1n 

a leeeen1ng ot tension, the 8v1u (and upeoiallT the 

military author1t1ae) are at111 Tery teartul that their 

country will be 1nTaded b7 O.rmany. HovaTer, 1t ia 

reported b7 the 8v1ae that O.rm&DT baa made no unusual 

troop oonoentratione near the 8v1ee tront1er, and 1t ie 

their ballet (vh1oh we bellen to be an optlll1st1o rtev 

.,. ... _ .... ~ 

on t heir part) that the O.raane would n .. d approx11l&te1T 

tvent7 d1rte1one 1n order to go through 8v1turland. !here 

h no doubt about the tact that it 1nTa4ed, the 8v1ea would 

tight. fTler etatee that it ie not too late tor 1nTaeion 

ot the area 1n the north concerned, tro• the standpoint 

ot t he eeeeon ot the 7ear. 

With reterenoe to the Balkan• fTler ea1d it ie hie 

ballet that in return tor better treatment ot the Hungarian 

a1nor1tT 
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a1DOr1 t7 1n '1'ranl)'lYan1a, Ku.ap.r:r would •aooept • ur 

pre .. nt Buaan1an 1'ronUer (partl:r 'beoau .. at tu aPP•Al'­

anoe at Ru181a u a new neilb'bor). (Ot oour1e 'f:rler 11 

aoet tlai.llar with Kungar:r 11nae· u 1pent 1'ourteell :r•are 

in the oapaoi t7 of' tilllllloial a4Y1eer tor tu 1o-oalled 

League ot Bation1 reoonetruot1on loan.) !b11 aooeptanoe 

on the part ot Kungar:r would tao1li tate ettortl whioh are 

'being made to torta a aore or la .. ooapaot neutral 'bloo 1A 

the Ba'k•"•• KoweYer, in Yin ot 1noreu1ng Ruaaian 

inf'luenoa in Bulgaria u a reault ot ltal1n'• reoent 

1 tr1uaphl 1 , f:rler ie not aura ot the att1 tude ot that 

oountr:r toward euoh etf'ortl. 

It 1e '!yler' 1 'belief that 1 t will 'be found neoeua17 

'br the rrenoh exchange oontrol authoritill a• tiae goee 

on to eu'bJeot tu trano aooounte ot tore1gnere 1n rranoe 

to a ratur etr1ot oontrol or euperndon. Aa 1noreae1ng 

nua'ber ot people, he 11114, will ti11d tut tu oo11plete 

l1'bertr ot aoUon whioh now aneta to depoeU tranoe to 

aooounte ot torl1gnerl proYidee a loophole, and aore and 

more people will take a4Tantage ot that loophole. W1 th 

reterenoe to th1e point we are inollned to agree w1 th 

'f:rllr, 'but u ret ture il llttle eYidenoe that th1e 

praotioe hu 'been indulge4 111 to an:r ~at extent, 

aUlloll&h thie part1ou1ar loopbole wu ol11oonred e-
u .. 

Regraded Unclassified



151 
-a-

u .. 8&'0 (01&1' telecr- •• 2263 of lept•'ber 29, 7 P•••• 

f or ex....,ie). f71er eleo ea1d tbat ill BUJIPI'7 a11 •eeNpe 

Yalue 1 b.a4 been' foWid in ~118 exobaiiCe oontrol. !hia 

1 e1oape Yalue1 wu the faot that there were no reetrio­

t1one o.n the i aportaUon of p811801 into the oountey. It 

pre'l'ented the blaolt lla!'ket fro. runJI1ag awa7, and he ha4 

f ound 11i parUoularl:r helpful. 

We r-ked tbat up to now, at leut teohnioall;r, 

rranoe doe• not reatriot the 1aportat1on of tranoa, altbougb 

u with all other ourreno1 .. &ll4 ••an• of pa;raent, trano• 

auet 'be deolared C.n the:r are brougbt into Franoe. ( It 

11 preauaed tbat aoae innat1gat1on would be 11114• of tbe 

aouroe if an:r one peraon broustlt in a qUaDt1t:r of rreiiOh 

bankllote• Vbioh aeemed exoe•e1Ye.) 

It ..,.. po11lted out b:r f)-ler ihat a oo!lparable nen­

biU t7 do .. not .net in o.rsan;r, ltal:r, lpa1n &ll4 other 

oount.ri .. wtwre oontrol •:r•t ... en at. Be tboll8ht it aa 

a11 e:uaple of the intel.Ugent aanner in 11h1oh exoh&nge 

oontrol 11 ba1ag &4mn1•tered b:r the Frenoh. 

(Dll GO!'IOI roull) 

. ... , 

it' ' 

Regraded Unclassified



PARIS 152 

Dated NovEmbEr 21, 1939 

Rco 1d 7:07 p ,m, 

Secretary of Sta te , 

' lashi ng ton , 

2801, NovEmbEr 21, 6 p, m, (S~CTION FIVE) 

After a wta.k opening tht scour1tiu market firmEd to~y 

and moa t vari ablE r•vcnut SEcuri t ies regis t erEd small gains , 

Rente i•~uta advanced fractionally on the improvEd firmness 

or the trano in New York, Tht t~o EXChange guaranty iSSUES 

or 1925 and 1937 also continued t heir advance moving up 

2 , 95 a nd 2 franca rcepcct1vt1y, Tht market indicEs or thE 

AOENCE ECO!CI!IQUE (basEd on tbE t nd of Oro on ber , 1930) s how 

FrEnob rEntta on NovembEr 20 at 81, 3 as against 79, 7 on 

September 4! ~t txchnngt guaranty iasuts at 139, 7 a s 

against 114, 2, The gcntral stock cxcbAngE market index is 

104, 1 a s against 89, 7 on Se pt embEr 4, 

EllS 

BUUI TT 

• 
I --

·. 

•r 
·~ • 
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Secretary of State, 

Wnshington , 

ORAY :53 
Paris 

Dated NovEmber 21, 1939 

REe 'd 7 :17 P• m. 

2801, November 21, 6 P• m, (SECTION SIX) 

The Belgian Nati onal Bank stattmtnt tor thE wEEk 

ending Nov£mbEr 16 shows gold holdings at 18, 037 , 000, 000 

up 7 , 5 million; foreign exchange holdings down 323. 5 

million to 3 , 602 , 000 , 000; domestic comnercial advances 

up 403,000, 000 to 3 , 6e9, ooo, ooo , and commercial 

advances abroad down 224 , 000 to 18, 313, 000 , Advances on 

public funds arc up 315 . 5 million t o 1,07s,ooo, ooo. 

llott circulation iocrcand 363, 000 , 000 to 27 , 558, 000, 000 . 

The Treasury account is down 1 . 3 mi llion to 5, 9 million. 

Oold coveragE is 63 . 40 as against 64 .20 the previous 

Wttk . 

It is reported that Btlgian Treasury notta in the 

aaount or 35, 000,000 florins issued in tht Netherlands 

will bt rtntwtd tor a further thrtt months period from 

Ftbruar~ 2 . Tht maximum t•r m of the isaut ia one year 
. 

which txpires on May 1 , 1940 , 

BULLITT 

.II . ... .. ...... 

Regraded Unclassified



TI&UIIar lliPAI'!Wifr 
Ottlco or \he S.Oro\&J'7 
S.Oro\ S.rYico Dbtalon 

1'o I liN o llfta 

7~ :roar 1at-•loa ......... 

ocloe<lalo ot tile Jllooeit•• '• ntp • 

.... Spr~. Ooora:1&, .. ~. 

•-u u , - •-114q, --
aa. 
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OO!Il'IDBN'I'IAL 

'!'rip ot the Prea14ent 
-to-

Warm Springs, Georgia. 

'I'Ueeday, Novamber 21 , 19~. 

Lv. Woahlneton .• (Southern Kailroe4) •••••• 3100 p .n . 

We4nos4ay , Hoveaber 22 , 1939 . 

Ar . Atlanta , Oa •••••••.•• . .••••••. ••••••. 8 t00 a.m. o.t. 
Lv. Atlanta , Ga.(Southern Rail ro&d) •••••• 71 l0 o .m. c .t. 

Ar. Warm Springs, Ga .. . ..... • ..........• 10 100 a . m. 

Member o ot tre pnrt71 

'I' h e P r e o 1 4 o n t . 
M r a. R o o s e v o l t . 

General E. N.. 1Kataon . 
Admiral Ross '!'. Mcintire . 
Captain D. J . C&llagnan. 
Miss M. A. LeHand. 
Mr . 11ll1nm D. Rassett . 
Mloo Grace 'l'ull7 . 
Mr. B. w. Kanneo . 
lUss Roberta Barrows . 
Miss 'l'oinette Bachelder . 
Miss Loui se Rachceistor. 
Nr. George A. Pox . 
Mr . Dewey B. Long. 
Mr. Leo A. de '.faard . 
Socret Service Agents . 

Nowapo.por mon t 

wr. Ooorge s . Durno , 
Mr. Douglas B. Cornoll, 
Mr . 'l'homns F. Re;-nol4o , 
Mr . Pel1x Belair, 
Mr . 'laltor Trohe.n, 
Mr. /fm. c . llurphr, 
Mr. Colemnn Jones , 
Mr. l'ro4 Puler , 

Ploturo mont 

Mr. Oeorgo Ska4dlng, 
Mr. F. I . Thocpson, 
Wr. John Tondro., 
Mr. R. M, Rilll ams, 

-~o.-<to~1ng-T"Pre'll .. nnt:r .. <fl"l 

Mr. Oorloton Smith, 
Mr. A. B. Jobnaon, 
Mr. Gr~>villo Klinck, 

'!'ologrAph roprosentntivoo t 

Mr.o. s . Llnkina, 
Mr .J. 11. fillis, 

lnternnt1onnl Newa Sorvieo . 
The Associated Press . 
Tho Un1to6 Pross . 
'l'ho Now York '1'1moa. 
'!'ho Ohlc•go 'l'ribuno. 
Tho Philadelphia ln~uiror. 
'!'he Now York Rora14 'l'ribuno. 
'l'ho Now York D•lly News. 

As•oo1ato4 Proaa Photos . 
Int~rnatlonal !Iowa Photos . 
Pox Mov1etono Nowa . 
Pox Woviotono Ke••· 
Pa.ramount Nowa . 

!lnt1onol Brondonotlng Co . 
Notional Broadoaotlng Co. 
Oolumb1n 8ron4onot1ng System. 

ileat orn Onion Telogr"ph Co. 
Wootorn Onion ~olograph Co. 
Pe·t•\ ~·~apb C IWIIlJ• 

Mr. W. C. Sponcer , D.P. A. , 
Southern Railroad, 

In charge ot Trnnsportotlon. 
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R3 B'IITISB SECURITIES November 21 , 1939. 
3:40 P·•• 

Pr<>sont: 

H. H • . Jr: 

!"'rank: 

?rank : 

H. H. Jr : 

r'r ank: 

Frank: 

llr. Hanes 
llr. Prank 
llr. Stewart 
llr. Cochran 
llr. Foley 

M.r . Frank wanted to tell me wha t happened th1a 
morning. 

Supposing t briefiy indica to it. VIe met two 
Brit i eh representatives thia morning. They 
repeated substantially what they said yesterday 
aa to their int entions. Tbey widened their list 
to 62 , a s I recall it now, selected atocka. 

Sixt)'- s even. 

Sixty- seven, on either the close or t he aarket on 
Saturday nigllt or Sunday •••• 

or thia weokf 

••• • or thia week. They advanced it a week . They 
are proposing - recommending that the British 
Government, pursuant to thei r statutory announce­
ment , teko over those securi t ies at a price to be 
named but the amount or the aecuritiea will not be 
diacloaed eo that the publication will simply say 
t ho f ollowing stocks were t aken over. Then as 
to the securities they do not take over, the British 
nationals will continue to have tho right to sell 
on permit. They propose t o aoll those aeeuritiee 
that they are taking over now at the rate or, ae 
near ae they can keep it up , a million three a day. 
It baa boon about a million a day and they are 
going to step it up sli;;btly, but they will subtract 
from that amount the -ount that 1a procured by 
British nationals selling from the eecurities not 
taken over. Tbey rlll try to make it about a million 
three if the carlcet can stand it. 

Would that be in addition to tho ordinary turnovert 

No, they are stepping it up about throe hundred 
thoueand. What they are taking over will be mora 
than enough - 1t will be about 200 1111111on, aa I 
reoall , their tirat takeover, and that will be 
more than enougll to run them tor a rour-montha 

Regraded Unclassified



Ilanes : 

Frank: 

!lc.n&B : 

?rank : 

- 2 -

period. They wanted to widen the list a little . 

Did I understand you to say they are going to 
pay a given price and atate the prioet 

Tha t has to be named . 

It is an actual purchase? 

Yea , they take title . They aro going t o try to 
avoid - they were Wllrned that they shoul d not have 
1 t transfer red to the name of the Bri tiah Govern­
ment or anybody who could be identified bee&\1.$0 it 
would be a lit t le easier to trace i t in t he market. 
They stress the fact that their desire to have 
publici ty as to the amount thaJ have got and bow 
much they a re selling avoided, because as the war 
progresses they are fear ful that if German;; knows 
they are getting to the botto= of their barrel, 
that will just encourage the Oermana, so they have 
enJoined ua to do everythi ng wo could to avoid any 
publicity. 

157 

Our aue gestion, I should say, or a t l ea st as a result 
of our comments , t hey are r ecommendi ng that t here 
bo roloosed in London at the aamo timo na t his 
form al s t atutory announcement a abort prose release 
from the British Treaeury wnich will any that they 
are taking these over. '!hat 1a purauant to the 
poli cy heretofore announced. The s t a t ement would 
say that it 1a to tho interest or ordinary marketing 
and that i t i s not antic i pated that the volume of 
aalea will be subs tantially greater than heretofore . 

They have fussed around a lot about the r elease. 
After you (Stewart) left, they read us the proposed 
cable and they said sooa thing to the affect that 
they bad shown us the statement the;; are eabli.ng 
and we bad no objection. '!bay wanted to put in 
that we approved, and I said , "For heaven's sako 
don 1 t do that, • but I okayed, "We ha ve no objection. • 

several questions were raised. One 1a, you (R. M. Jr.) 
will recall that you cabl ed the Ambassador s~esting 
among other t hings that arrangement& be made so that 
the Troaaury and SEC would recoivo dally reports 
from them of their activitie s . That i s correct , 
ian ' t i t , Ur . Cochrant 
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Coehl'Gl\1 

!l . J• . J r: 

F;oanlt: 

St ewart: 

Frank: 

H. l' . J r : 

Frank : 

s . t.:. Jr: 

Prank: 

Yes , Anrt they were surprised to hear t hat ; they 
en i d they hndn 1 t h eard or that. So we 1n1'ormed 
them of it and they are cabling for permission to 
do tbat. The cable , as it went , was broader t han 
I had recognized. It said not only that fie wanted 
to set reports of what they had done , daily , but 
what thoy intended to do , I am not eo sure we 
need that latter or that we want it, 

I don't avon remember it, 

I am not sure we even want to know what they are 
go ins to do , but we need to know wll.a t they ha ve 
done , daily, because they llli g)\ t have knocked our 
market orr and we would wan t t o know wllat was 
happening to the mar'.cot. If we knew i t 1n advance, 
we IIIJ.gb t f1x it up , but that is an aw1\Jl respond­
bill ty to take. 

I would rathe r not have it. 

Their cable said their plans, We do not want to 
know exactly what they are going to do , but we do 
want to know i f it is their intention over a period 
of time to mise a certain sum of money, 

aut we don't want to know from dny to dny what they 
want t o do . 

Did you tell them thntf 

llo , I didn '.t. 
The7 are comJ.ng 1n at 4:::10, 

If JOU agree rlth 1118 that we don 1 t wnnt to know 1n 
a dvance their day to day sales but we do want to 
know if at the end of the day or t he clos e of the 
market - there is one thing we dicl.n 1 t die cuss that 
occurred to me afterward , I don 1 t know what you 
can do abou t t h is , but in line with the policy of 
having the British Government turn in funds into 
the Federal Reserve so no bank can take advantage 
of it , it soema to me there is tho danger, doesn't 
1t to you, John, that if they don't handle their 
snlee very carefUlly some particular houses 1n 
New Yoi:ok are going to bnve an awfUl inside track 
here , It occurred to me afte rward that maybe we 
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Stewart• 

Pranlc1 

Han .. , 

- " -
could help tb8a on ahutrlins their cazoda al'O\Ia4 
eo that nobod.7 would ll:now it, I th1Jik it oan 
be dona but it will ban to be dona Ye1'J care­
tull;r becauaa o theZ'Wiaa a0111e one or two houoaa 
down there -:r know tZ'CII da;r to da7 what the 
Bzo1t1eh will do and tip that ott to their cu.e­
to•r• and it it ever cue out it would be a 
ec&ndal and it oouldn1 t do an:rtblns but burt the 
Br1 thb Oovemment tzoom their own point ot view 
tba t the;r ought not to ge t 1n that poaition. 
I think aCIIle warning and auhtance on the -­
cbAinJ.ce 1s indicated. 

'lhen the7 did aa:y a0111eth1ng while I wasn't there -
the7 said it to Purcell - the7 recognized that 
the Oovel!'nlaont couldn ' t lUke th• a loan and tbe;r 
reoogniaecl - betoro JOU gentlemen came 1n we dia­
cuaaed that - tbat no private agenc7 or bank or 
peroon could make th8111 a loan, but ther dld ask 
whether the Bank or llontreal couldn't make them 
a loan and the Bank or llontreal - and it waa i!D­
plied 1n that apparentl;r that the Bank or ~ontreal 
in turn would be a borrower. Well, certa1nl;r i t 
the Bank or Montreal were borrcwtns on those 
Br1t1ah aecur1t1ea, I would thinlc that would 

!59 

violate eve1'Jtb1ng, wouldn't it, Ed' In other 
worda, it those aecuritiea ara owned b;y the Br1t1ah 
OoverDDent and the Bank o t lion troal h a depoa i to1'J, 
no - tter what hokua pokua 1011 uae , it 1a the 
Brit1ab Oove!'Dia8Dt borrowtns and I would think 
tha;r would violate the Jobnaon Act and the lleutral1t7 
Act. 

llow, 1t the Bank or llontreal borrows on open account , 
on ita own ered1 t , whether that would violate the 
lleutr.l1t,. Act , I wouldn ' t know, or whether that 
wov.ld be an agenc::r tor the Brit ish Ooftl'DII&nt, 

Did the two 111m a;r that or did P1naant aa7 tbatt 
It doean't aOUDd like tha two. 

lla)'be it •• Pinaent. I 11lced them. 'rbe;r went 
l'!pt to tba DOillt and the;r knew what their ril!bta 
ware. I dldn' t bear 1t. It oounda 110re 11lce hn­
aent. 

'Diat ~ • .,_aate4 one tiM betore, Jer1'7, and I 
~we .u-asre.s tbat that would be doinc b;r 

Regraded Unclassified



Foley: 

IlaneS> 

Franl< l 

!!Mea 1 

Frank: 

l'.nneo: 

l"rank : 

lWlea: 
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indirection what they can't do by direction. 

Who woul.d they borrow fromt 

What they had in mind was thia, t hat they would 
deposit tho securities 1n the Bank o f Montreal 
and a loan woul.d be made to tho British Govern­
ment against those securities and in turn the 
Bank o f Montreal would re-hypothecate those 
securities in New York. 

I think if they start monkeying with any of that 
sort of thing •••• 

We aaid that -s juat out. 

Well now, i t does leave ua with - we are going 
to have a hot potato , there ien1 t any question, 
on the question of publicity. I mean we are 
going to get crowded. I don't think I spoke to 
you about this, John. I spoke to the Secretary 
about it the other day. You saw Lool1e Goul.d 's 
letter, didn ' t yout 

I heard about , I didn't see it. 

.!60 

Lealie Goul d called on ua to s ive out t he figures. 
Somobody - I don' t believe 1 t waa over here and I am 
afraid i t was sane leak in our place end I can ' t 
find out whore - gave out a f i gure two days later 
that their average had been ei percent of tho 
total vol\lllle and that baa caused all kinds of d1s­
cuaa1on, you may have noticed, 

I was thinking about t he time wben we appeared 
before the Weights , Coinane and Weasures Comcittee, 
when they asked ua whet percentage of American t rans­
actions were involved in the foreign field and Harry 
Wb1 t e said not 1110re than 10 percent a t an:r time 
and it averaged between 5 and 10 percent. It may 
be they picked that out of there and said Bl· 

No, because 8l i a darn near right. 

I don't think we did it . 

Ro, I chocked up with all that orowd. 
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I don't know who did it , but it baa cauaed all 
kinde or talk in the papers and haa increased 
the pressure because they aa7, "Well , at per-­
cent on the s elling side , " and when and why and 
eo forth . I know lie are going to be subjected 
to preall\lr o for rel ease of those f i guroa. We 
will have to stand up and take i t , I think. 

:61 

Jerr,. , it hasn't been as much aa at on the selling 
oide, has itt 

No, at percent of the total. But then the New 
York Times came out and said, "at percent of what , 
on the buying or the selling, or bow ia 1t divided, • 
and so on. · 

But you are in a position, so f ar aa the7 are con­
cerned, aren't 70u, to give them aaauranee that 
the f i gures they g ive JOU will not be made public? 

We will havo to, but t hen the pres sure will be on 
ua to put them out . 

The only way i n which they appear ia in the Treasur,. 
bulletin three mon t he later. l don ' t think we have 
qui te finished our a taft work on thia . I would 
like to talk with Purcell , for example , about it. 
I rather warned these men. ~oy rai sed the quostipn 
with you. I thought we wanted to do aome more work 
on that . 

Cochron, Stewart and John , will JOU three gentlemen 
be here! Tbe7 are com~ in at 4:30. ~e only 
thing I have t o say la, I talked it over with 
l(r , Prank and be has authorized me to aay, for the 
both of us , that we don't want what the7 are going 
to do , only what they have done. • 

And we would l ike that daily. 

But you do~•t want the securit i es described, just 
the total in dollars? 

It might be advisable to havo it dhided into atoeke 
and bonds . Are they tuing any bonds! 

Yee. 

Regraded Unclassified



Fl't.lllcl 

Hanes : 

Coochro.n 1 

Franltt 

- 7 -

Don ' t JOU thiDit tbe7 abould divi de 1t that wa7f 

I think eo , 

But not i dentity the epeoi tio iaeue. 

No. 

162 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICAnON 

~.,. llr. Ooobru 

.h ar~d 7 .. ttr4&T atternoo11, thoro •• a •~UI1& hold 1ll llr. h011k'o 
o!tlco thlo 80rnlllc at 10&00 o 1olook, eteb loohd until 1&00 o'olook. !hoot 
preooot nro lleooro. h&l1k, ~'brldct 011d Pvcoll of tho SeovtUoo &Dd 
Sl11011a11&0 eo-ioot011, lloooro. 1lh1pa &Dd Gifford fr08 Lo11do11, llr. PS....011t fr .. 
tho BrlUoh J:l&hao07 al14 lloooro. Ste.rt, Ooohroa 011d hUonoorth of tho hao11117. 

llr. 'lhl&;bu -.taod for tho b011ofl\ of thoao 1lho •ro 110t proa011t at 
)11t tarcla7 '• ... ul1& tho OOI1Ytroat1on \hot t ook plaoe &114 tbo potnta tho\ wro 
4ecl414 "PD" at tbot U•o, ln 'Wtof, tho Brl Uah reproaontottno eoro of tho 
oplllio11 tbat tho7 ohould 41ao..-d othar pootlblo aUornottna, 011d oablo a 
reooU>011clatlon to tbo 0oYOri1KI1t tbat U toka tl\lo to a cortalll aubar of 
Brl U ah owod dollar aocrarl Uoa an4 proooed with the or41J>ar)' l1qv.tdaU011 of 

tho aocviUoa 01100 tho7 aro rocelYed 1ll AMrloa. Sinco )'Oatorda7'• - • tlllc, 
\be Br!Uah had dooldod t o a44 fourteen OOC'OI'ltloa to the l ht of flft;r-throo, 
oaki.J>& a total of al:R;r-ooftl1 to 'llhtoh U U o ah011.14 be acqnlro4 thrOIICI> the 
loiUal oporaUo11. It •• tho 14oa tbat bettor -.nOUYorioc could be acco~Habod 
wltb. a larcer oelootlon aod lot of aocorl\loa, aod tbat U .tct>t bo wll to call 
up ~ aecood lot bofora thlo firat 1o 011Urol 7 4hpoaed of. 

lt •• uplalll04 tbat f1ftoen 4&7o noUoo 110\ll.il bayo to bo ctnn tiM heldlro 
tor turninc tSY•r ud recelTiAc ~Dt troa Ute OoTerDMDt tor the eeoarltl••· 
Slll4o not 80ro tbal1 ~ of tiM firat lot of ooo..rltioo aro ootu.ll)' 1ll the U..Uo4 
Slatoo, tho arriY&l of tho portion froa Londoa 'OOuld haYO to bo a•Uod boforo 
tho pl&o f or their 41apooal coul4 bo f'o,ll7 ~U..nto4. 

Tho BrlUah roproaontottYoa eoro 4rafttoc a cablo to tholr Oonr,..,t carr:r-
1114 tbo abon roo-daUoa &114 a4YialflC that the aocrarl tloa ahoul4 ba tokln 
oYer thla eoek-..4, with tho foraal &lli10UI100I1tllt thereof pUbllaho4 b7 llo114&7 
""rntoc. !ho quaUoa of clYioc ov.t aa aoco-""' atot-t ta oqlan&Uon of 
tb.o procoar. ._. aloo oonat4orod aad tho JrUlah planne4 h o.-ntoato their 

14aaa 011 thh po111t to tho JrtUah OoYo.--t ll7 oablo. h •• •4oratoo4 \hot 
thoro 'OOuld Ito ao atat-t 117 Allor111&D •thorlUoo, 'ba.t thet tho atot-nt _.. 
&Yailolllo 111 ~4 alloul4 aloe Ito rolaoood aimlltanoov.ol7 1ll tha U..Uod ltatoo, 
pro~17 thrQQ&Il tho JriUah official roproo011tat1na. 

It -· apl&11lo4 tho\ tho lrUlah roprtOOIItoUYOO wonl4 llko to bo l1(1114at-
111C 4ol1ar OOOID'iUoa on ., &Ytrece of .l,JOO,OOO por 4&7, ae oo-•4 with tho 

nerece of approz:s..a\ol7 .l,OOO,OOO,por 4aT a\ 'llhi oll rato priY&\o holdora hoft 
boe11 aolltnc t!Mlr 4ollar -ttloa, 1111dar official poratt, alnco U.o optl11nc 
of tho ar, ~ .....,.iUoa 11bioh willllo tokal1 onr, will 1lo tol<oa ,. .. •Urol)', 
oo that thoro wUl 11o .., t'ar\Mr •oald . 111 thooo OPOCiflo tawoo b7 priY&to 
P&rUaa. lo effort '11111 11o _.. to ohHI< priY&to llqnldaUOD of oocrar1Uoa, 'ba.t 
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o1J1pl7 aa effort "' raUon to\al -.leo, 'bo\b otticl.al aa4 pri'rah, at aro11114 

$1,JOO,OOO per da.y, !he ~ ot Uqaici&Uon '1101114 YV7, ot cov .. , 111\b \be 

cond!Uoa of \be arloot. !he lriUoll •tvall7 4o aot ... t "' MprMo \be 

-loot. 

!ho ootl.aato ot llr. lllipa ot tile to\al 4ollar otcnu'iUoo roctotaro4 w:l\b 

\bo BtDk of hclaa4 • • tl,OOO,ooo,ooo. llo lloo '"" 11oto oot~proa1oiac \llo t..­

portaat part ot IWQIOII llol4blco, A \bird Uot,ooat&iaiDC t11o laoot arloota•lo 

_..rH!oo, - ot *loll are ill ..U l oh, 1o aow ......,..,, to Wo 001mt17• 

U 1o \bo plaa to diopooo of \be -iUoo ill aorMI tra41DC praoUoo, at 

looot \be roadil7 oalt'blo o110o 011 \be firot llot, ~~ '"""4111&17 larco 

bloclr:a are 'boll., t&ll:1llc tUlo tlloroto w:lll 'bo pootpo1104, •d t'bl7 ..., M ta1oo11 

oTor 111 111o\alllloah - .. \be tl.at oOMo, oo tllot \bo lrltioll 0oni'IIM1lt w:lll 

llOt at &ll7 tl.at llaro a coatrollillc 111teroot ill &ll7 ooollri\7. It 1o oarloacod 

U.t w1U• \be ltcnu'iUeo -.oro 41ttioal\ to ooll \hero ..., 'be - 41roct ar­

,..... ... t M41 'bot- \be 11Uoro aad \lit c-ioo ,..ooo -iUoo are tor 

oolo, Sl.ailarl7, opoclal porollaooro ..., 'bo t ouad for OJ:copUollal 'blooko or 

o44 loh of ooc=i Uoo w:l tb<ro.t tllo1r 'btl DC otfored Oil \be roCQlar arbt, 

v. .. ro. J'raall: aa4 Pvooll laid OOiloi4oraltlo otrooo '<QIOil \be quoUoa ot 

Pl11Uc1t7, arCilillc tllot tllo7 ld&bt 'bo prooood t o dinlct fi¢eo w:l\11 r•-t 

to ool oo of foro1p o .. d 4ollar oOC'IIl'iUoo. !loo lrUitll ..,., 41otv'bo4 loot 

tll1o a1&bt 111Yo1To CiTiDC ""'' wo .... uoa ot Talu to tile ··~· It ao 41-

c1cla4 to co tllrtllor ink Wo poillt, 

llr. Ste ... t 1mclartoolt k CODalt w:l\b \be nprt-t&UTOO tllr\llor &0 k 

tho proct4Rro tllot ollollld 'bo followed 'b7 tile JriUtll ill truaforriac proooo4o 

ot """""U7 aloe tr... tllo Jallk ot lfoatr-.1 to \be J'ow.l ,.....,, Jioak ot 

I t • York. 

Ill ropl7 to - """oUoa, \be lrUitll Hpro-taUno otatod tllot 4ocio1oa 

01 to ••tllor -.leo of cold troa \be lr1Utll officlal r eoorTeo ollollld 'bo l.ahr­

oporoo4 w:l\11 oaloo ot 4ollar o1011rUieo rooted w:l\11 t llo Jr1Uoll •tllorlUoo ia 

Lodoa. !lll.o •• a Mttor ot h1&b pollo7 "' 'bo UhJ'IOiud 117 \lit lriUoll 

a....._t, It •• o..,.OIIIal7 t11o opillioa ot lleooro. ""'&bY a4 OU'for4 tllot 

· tho oolt of 4ollar oaovi Uoo olloald aow 'bo pv.allo4, if tllo -• proTo4 at all 

rocopun, ad tllot t11o pld "''"' ollolll4 'bo 'bold. 

!lie lriUoll are aazsoao to pt tllo oalo ot t'blir ocuriUoo- M7 M­

f oro tile ~ o.....r-t otarlo 4hpoliac otfiolall7 e! J'r- o••4 4ollar 

oocatiUoo. W. • .,. to tloe .. iUoll t1oe laton 11<11'4 ao to \U ""1&7 • t11o port 

ot lU l'roaoll Oon..-t illro~oiUoai.Jlc- ~Uoo. _,. -t- M 

tobn OTOI' 'bJ t11o J'reaoh Oow-l 'bofo ... t'bl a144lo ot ;_,, 

At 11130 \bio att-, ...... .,,.,..., OU'for4 M411u•l _.. rooo1T04 

bJ tho Soorot&17, attor 1oe ba4 ha4 a prol.lldaar7 talk w:l\11 llr. J'raalt. lle10ro. 

Boeoo, n .... t M4 0oo11na &loo _., pr•••'· llr. ••r· _. .. , to t11o 

Sooro'-1'7 t11o -Io,Mah ot Wo fore- a4 _, poaU!io4 at t11o npt4 

»rocrooo wllioh ha4 ..... _,., .,., Plaa•t, tllrft&l1 llr, il'.-ri, 1'&1004 tM 

'I'IOoUoa et -"Uou7 u4 ,.,,., ..... Ultll ooao- loot l.a!o.-uoa ..._, M ,.-. ,. ... a.-
Hltooo4 Cioh '001114 lot t11o -· - - tllo lriUtll - ioPPI I - 8C -
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.-4 of U.Olr rc-•· 1M leaHtar7 rcpUM \lla\ Jw co111114 .-11: tor \lie 
.uawo~roUoa l.a ,...tatac _, .. l.at-tl• pna 'T \lie Jlr1UIIIo !r~ 

to '"- Uerlcaa !r•8U'7 l.a cooatlt.oo ..U 'M 41ocloee4 1a .., - ... , 

- ~~ tlrat IIPJircn4 ot _, ... lrlUall. !blo .. t •Uoho\orlq U.o podUoa 
of tho IIZ'Uloll. 

!llo S.Cro"'T 1atone4 lalo ThUoro Uoat, l.a -cr--t wUh llr. J'ruk. loo 

•• oo\ 41opoee4 \o aolt "'- JlrUloll to looop 110 l.ator-.4 ot tloolr plau, -- 414 
Molro to rocooln a talq otot-t ot ......,Uou, !.aol.UJ.ac ... \o"-1 -.leo, 

oocrepuac 'boo4o trcoo -.., ao4 liTlac u.a ut ullar ftl .. ""' - ot 
ooch, w!. u...tt uocorl'lllllc - -1Uoo u.-.olno. !loo JlrlUoll wre ~llllc tor 
oppronl ot ~~ o;rot ... llr. a.o~t ottoro4 \loo ._..u ... \Ia\ U..lrlUell 

reproooatoUno liTO noll l.atorw.Uoa to llr, J'l.aoat, - wCI1Il4 pou U oa \o 

llr. Coohr&D, -· la tl1nl, 'I'OUl4 t roaoalt u to .... -4 otfloer 1.a Uoa Socv1Uoo 

aa4. Jrcbe•p ~••ln. 

!lui Searo"'T re1tora\o4 lolo 4oolrc \o -roh w!.U. - llr1Uoll repreooa­
toUno, 1a41catlllc lalo hopo _. t.hq coall oa h1a at loaot - M4h wK. por\1-

cv.larl.T llarloc tloo tlro~ tow -1oo "'- placo h 'Mlllc 4nolopo4 u4 pot lato 
oporaUon. 

• ... - 22, 19)9. 

llr. Jraak "-lloo4 with - leore"'T aloao ~. •ralllc· !Jw leore"'T 
4otl.aHolT ol>Jeoto4 to llr. Jreal<lo ._..uoa \Ia\ a l>lc lllfto-•t U..t ~ 

onr , .. llr1Uoll ullar -Uloo. llr.- aloo r•U-h41alo WOrl'7 ·-· 
bi1DC proue4 to &iTo ""'' tlCQHo oa torolca •leo, '"- Searo"'T ala\o1M4 \lie 

poolUoa \loot MCT~~rt\7 -.leo flp.roo ~ onq 1>o cl'roa ""'' w!.U. tlw .,..to~ 
lee 'lhich \loo -8U'7 h&a ootul1olw4. !he s.cro"'T 71•14t4 t o llr. ft'ul<lo 

""C'P•Uon \loot Jw, llr. J'ruk. 1t uooo~, lot -• trloa41T •WWOJIOPel' - Dow 
tha~ u 1o a -uor ot !r0U'111'7 poUo7 \loot "'- lac 'M preoert'e4. 
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TREASURY DEPARTMENT ~66 

INTEJt OFFtCE C0MMUNICAT10N 

DATa ....... 21, 19)9 

!he fol'elp •s•h=ep Ml'b\--~ qalel al~ tM ...- ~ ,, ... u,.. 
truaactloao ,.. nktMUal, lwUJIC ~at ),'JJ-l/2- ellortJ.T ~--
1t otro~bee4 \o ).~/2. !loo rate r 1 De4 falrl.T ·~ fer tM ~e ~ ' 
tbo dtq 11114 oleoe4 at ),,.._1/1. 

SalM ~ ope\ ol ... lliiC )T U.. fear nper\lJIC \oaloo - \M hl.eraJ. ._,.... 
~ Sew Tell'lt .. tale4 1.797,000, hoa U.. follewliiC ooar-t 

., oo--.r•ial ooaoerw.•••••••••••••• • • ••••••• ••••• ••• •• ·•~ 11',000 
117 forelp \oaloo (J'ar ._,, ....,. - a.\b .a.nea) •••• ,lo 

,. h4Arel INa •• ~ ~ ..., Yea <t• •..-...> ........ . 
tew • .... 

l'llrdlaooo of ope\ otorllJIC -- to ~.ooo, ao l.Ucate4 'llalwt 

!be 0ur•t7 !rut O..IIIT oo14 oottea ~lllo -•liiC to 1.9,000 to tbo 
J!rl.Utth Ooatrol at tbo ottlelal rate of 11,02, 

!be llolp ,.. etreJIC te4a7. U oloee4 a\ , 16117 la llw Toll'lt 701tor4aT u4 
qwt\84 a\ .1651hl/ll la .._,...._ \ble •ralJIC• Attar tllo epeal111 la llw !Uk, 
rote outs.-M .. ~.,. .. ,ll*o lllll U .Uoeqaaa'lT o1Me4 at , 1661. 
-- \llat tllo ~ro; •t la- rate,.. •e te tbe ,.....,.lJIC ~ 

llelpo ~ .._.__ la .....,. te prerlu oo...r for ooe-to •tarlJIC at t11o 

of We -\b. 

'!be J'e4oral ..._ .. •• JIMk ef .., tar• repert.4 \o ... t1oo fell.ft111C obi,_..,, 
C014t 
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Yo ""olnt a oelllA ft.- ~ ~ ColOAl a\ •liC E.liC u.at ~ foll...UC 

ol>l~\o of .,u.,.... .... oa ~ U Pn.U•t Cooutp 1....nac J.oac ~ oa 
Jo ......... lll 
. 1&6,000 llhlppol 117 ~o Clbue .._ ooulpel to Clbue lo\bll&l :lull:, 

luJraol-. 
u6,ooo llhlppet 117 ~ IaUoll&l cu~ llalt .r llw tom, ooulpel to ~ 

.AMri-~ o. I ~. lea hae~, 
}6,000 llhlppel 117 ~ Clbar\erM :lull: .r Ia41&, .a...v.lia 11104 Clt.la. .... ~ 

to lui< d c.lUorala ll~, lu :rr-1-. 
210,000 llhlppet117 ~ lelc- pov 11BZ...-, -lpet to Jul< of "-rJ.oa. 

___ •· '· " a. •·, au :rr.ot-. 
• }51,000 loW 

All of ~ .. 14 wll.l h .. 14 ... u.. 11. a. lila\ a\ .. hael-. 

Oa u.. HJOOrl of lleneer 15 r-tnl tru U.. h4aral loaerft - of llw 
Yozt:, ctrlll& ~ fonlcla ... -b- pooiUoa of ,...,. 11104 baakolro Sa Uo lb\l'lo\, 

''- to\al poolUoa of all ovr.ai• -.. llllol'\ \lloo eqalnlea\ of $11,029,000, 
u Saol'- ot tl,095,000 ia \lt.o oborl pooiUoa tor ~o -· !b.o u\ obac1H 
ta pooittoe - ao tou .... , 

-.cta4 • 11,190,000 
llarope 1,191. 000 
C&a4a 515,000 
La\la .Aaorlea }6},000 
hr ... , 2, 937,000 
.t.U 0\llooro 31,000 

loMl tt',93ll.ooo 

..,., 1'011!101 
.,,_ 15 

• 5, 7511,000 
9.1117,000 

1119,000 (I.oliC) 
llol,ooo 

2,76o,ooo 
·39,000 

$11,029,000 

II'CIIIAIII Ill 
1110at l'OJmOll 

tl. 5611,000 

1!,000 
9 ,000 (horuoo) 

.ooo 
177,000 (Docroooo) 

1,080 

.1,095,000 

!U O(llinl;.,\ ot totq'o Lall4a& 11po\ oUnr :prioo .;.. 111,61# aa4 U.. to:r­

wor4 prleo, 111.251, !U prloo tu.t 117 llaaq aa4 ...._ tor forolcla oUnr 
.... uabnp( a\ :511-31'4#· .. froaoaqlo prloo ... al .. uybnpt. .. 351· 

Ia llw tozt:, w .... \bHe P'""'""• .r oUnr \o\allliC 275,000 - .....,. 
•bo aunr PveliMo An. Yo aloo po:-M .... tt.. -.. 390,000 _ .. ot 

oUYOr ..._ R1' rophr ••~ "CC'II r\, IIllo - a \o\al of 1115,000 

........ ~ tru c..ata t&rlliC ·--· 

CONFIDENTIA L 
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Present: 

NoYecber 21 , 1939 

lO;JO am 

Ur. Loring c. Chri stie, 
Canadian Mi nister t o US 

Mr. Graham Towers , Governor 
or Bank or Canada 

Ur. Hanes 
Dr. Vi ner 
Dr. White 

l!ll ,Jb: I took it for gr anted that you did not 
mind my m ining these two visits . 

~>~···' ·: 
g,......a·~-~ 

168 

Yr. Chri stie: From our poi nt or view, that wa s 
the understanding. I thought I would report I had a 
telephone conversation with Colonel Ralston around 7 
o' clock and he told me or his conversation with you and 
I told hi m it woul d be agreeable to you t hat Mr. Towers 
would oome in for the same a9pointment, and t he position 
ls a l ittle different than when I asked you for the ap­
poi ntment. I asked you for the appointment for the 
purpooe of ascertai ni ng when and how 1t might be con­
veni ent f or Colonel Ralston to oome down and t hen Wr. 
Towers ' t rip occurred and Colonel Ralston t hourht that 
for the moment i t woul d be sui table if Mr. Towers would 
come l n and explai n to you that Mr. Towers was going to 
London aa the r epresentative of t he Canadian Government 
for certain conversations t rAt are t o go on the re, eo 
that th e appointment is slightly differ ent than when I 
f irst aaked you. 

~,Jr: And Ur. Ralston haa changed hie m1.nd and 
does no want to come T 

Ur. Christie: Not that. He could not come im­
oediately and he alae 11 keeping in mind the idea of 
com1.ng himself aa a eon aa be can and I would like , in 
the next few days, to tallt to you about tb& t . So a t 
the mocent I have nothing more than to introdUce Ur. 
Tower e. 

HK.Jr: How do you dol 
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Hr. Towers: Ralston is still on a seven-night 
~eek, but he1s going to mend hi s waye very, very 
quickly. 

mt ,Jr: I see. 

Kr . Towers: And then he has in mind he would 
11ke very much to come here. 

HH ,Jr: Any time, with a day or two notice. 

11r. Towers: He has fallen heir to a lot or 
t!.illfS since he started to work in Ottawa a couple of 
~onths ago. 

"¥t~r: Yes. We all do in the Treasur i es. 
So~e we and so~e we don't , that we t all heir to . 

Whnt about thi s trip of yours? 

Ur. Towers: I cane to !lew York t o catch the 
Clipper and , perhaps fortunAtely tor me , t he Clipper 
has been delayed. I t hink she sails now next Satur­
dAy, end I will be on board provided the mail is not 
too heavy. 

Hlii ,Jr: I see. 

Ur . Towers: It i t is t oo heavy, I suppose I 
wi l l have to hang over until Hondey. 

!Q! ,Jr: Can ' t t hey put.you in a mail sacltt 

Ur. Towers: I will investigat e that . I aight 
get posted trom here. 

1.69 

KM,Jr: Well, your people must have -- the Govern­
ment -- you ~at have Just as much, how shall I say, in­
f luence as we have. 

Ur. Christie: She is sailing from a United States 
port, United States mail. 

KU.Jr: But she lands a t Great Br ita in. 

Kr . Towers: Lisbon, and t han have to go by rail. 
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-:s-

l!li,Jr: Are you really having t r ouble getting onT 

1lr. TO\'fers: I am a paseenger, but because ot the 
delays,they have missed various sailings you see, and 
that means the mail has accumulat ed. The last I hear d 
they thought there would stil l be room for a tew paeeen­
gere and that I would be on board, but they could not be 
sure . 

l.lr. Christie; 
to take thie occasion 
fioulty, who might be 
fiolal intervention? 

Ae a matter ot faot, I was goi ng 
to aek you,if t here waa any dif­
approaohed it we needed any of -

l!li ,Jr: John, you know llr. Tripp. 

Hr . !!&nee: lfe know him very wel>l. 

llr. Christ i e : Uight be some diffloulty between 
the Post Office. I understand you are fift h on t he 
list. It the mails flll up the boat, nobody goes on. 

Mr . Towers: Yes , that\a right. 

l!li ,Jr: I f he has t r ouble, if you will let llr. 
Hanes know. 

l.lr. Hanes: I will be glad to do it. 

l!r. Towers: That would be very helpful because 
wr. , one of t he Minietere on t he other aide , 
baa been tor some weeks talking to the people over there 
and I know they are very anxious to get ahead with it. 
Henoe QY hurried trip. 

Mr. !!&nee: You let ce know if I oan help and I 
will be glad to do 1t. 

Mr. Towers: '1'hanlt you nry muoh. 

Binoe we had our l aet conversation , i n April, 
we have had t o embar k on exchange control and I really 
had i n mind a wonder ae to whet her there are any aepeote 
of that which a re of 1ntereet to the Bt&tee, t o the 
Tr eaeur y here; whether there a r e any queet1one I could 
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answer, either yourself or whether you would care to 
turn me over to some of t he others and have them 
raise any inquiri es that are in their m1nde. 

Hft;r: I am a little cold on it. Seef What 
I would e you to do is talk to Viner and White. 

llr. Towers: Yes. 

HU.Jr: This morning. 

Yr. Towers: Yea. 

171 

KU Jr: And then if out or that-- I don't know 
how muo~e Mr. Christie wante to give to thie -- but 
Viner and Whi t e are a vailable , and talk to t hem, and 
this afternoon it there are queetions out ot your con­
terence you would 11ke to talk to me about , I would be 
available this afternoon or, better etill, tomorrow morn­
ing. 

~. Towers: Yes. 

HIJ~Jb: But 1t you two gentlemen -- when Ooohran 
comes bn ring h1m in,please , because he ' s over now 
on another m1eeion -- and then I think it you would go 
with these people •••• 

l!r. Towers: Yea . 

HK Jr: I am, trankly, cold on it. And then 
after t~out of that will undoubtedly oome queetions, 
then you could see Yr. P~es and =7self either this a f ­
ternoon or tomorrow morning. AwfUlly crowded this after­
noon. 

~. Towers: I will be here tomorrow. 

HK Jr: Let's eay tentatively 11 o'clock. I will 
make a 1r:eervation1 for you, beoauee the daya go by so 
rast. And I think the thing t o do 1a take Yr. Towers 
and, 1f ,_ aak me now I Juat don' t know beoauee the onl7 
thing I know about the Canadian dollar 1e a fellow out 
on the ranoh, laat year he did not 11ke the fl&:1 things 
were goi ng i n washington eo he took tso,ooo and bought 
Canadian dollars and he wanted to know what he oould do 
with it now and I aaid 1You are out or luck. You are 
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in t or the duration or t he war. • Ie that right! 

Mr. Towers : It ' s first couein to being right. 

HM .Jr: That's my only contact with the Canadi an 
dollar . 

172 

Mr. Towers: Well, I will go along with Viner and 
\fhi t e now. 

o~oOo 
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TREASURY DEPARTMENT 

INTII:R Of'PIC& COMMUNICATION 

DAft l on•ber 21, 

To Seore \arJ Kor~n\hau 

, ,,,,.. Kr. Wh i ,. 

Subjeo\: Foreign Exob&nge Reaouroea ot England and rrance 

su ... rJ 

173 

l9J9 

The \o\&1 foreign exchange reaourcea ot the Britieb and 
French Empires which can be liquidated wi \hln the nex\ two Jeers 
are 111ore \ban $15 b1ll1on. 

Ot this $15 billion approximately a third oan be liqui­
dated Yery eaailJ, an additional third only with peraanent loaeea 
to the econo•io power ot Great Britain. The las\ third would be 
liquidated onl7 it England were deaperate and onl7 at a aerioua 
perunent eoono&lo ooat to \be Br1t1ah Empire. 

1. The United llngdo• alone baa alllloet $5 billion o! for­
eign exchange aaaata, the b·;llt ot whioh could be eaa1l7 liqui­
da ted in \be United Statea. 

Ottic ial balanoea held i n \be 
Federal Resene Bank in N.Y. 

DOllar balanoea o! British rea­
idente 

Gold holding• ot British 
GoYern~~ent 

Britiah gold holdings in the 
United 11ngdo• 

Holdings ot United State s ae­
ouriUea 

Br 1tiah d1reot inYeat .. nta in 
tha Uni ted IS tate a 

Total 

raoa Value 

• 200 

J75 

1, 900 

700 

1, 000 

__12£ 

.~. 1175 

Amount which could 
be r ealized on in 

2 7eara 

• 200 

225 

1,900 

500 

700 

~ 

$},1175 

In addition, British i nYestman\a in neutral ooun\riea other 
than the United Sta\ea oould probabl7 be aold in the Uni\ed 
Statea to 7ield a\ 1eaa\ $2 bi llion within the next \ wo J&Ar&. 
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DiTieion ot ~ne\arT 

Rleearoh 

It preeee4 etill tvr\her, the Bri,ieb ooul4 raiee at leae' •2 billi on 110re through the aale ot her p ropert111 looate4 in Britilb E.pire ooaatriee -.blob .&Mricane a1pt be w1ll1Jig t o bQ' 1t the oouree ot the a1l i\arT operatio n• 414 not Jeopardise the .. alue ot the 111TietMnte ' o Aaerioane. 

2. The rea4111 aTailable f oreign exobenge ae11te or the Br1t11b DOa1nlone , IIOit ot whiob wlll doubtlell be plaoed at the dUpoeal. ot 1Dglan4 ln the pro11out1on ot the war ehou l4 U be­ooae neoeeeary to 4o eo, a110un' to 110re than t 3 bllllon. 

!al 
l~l 

0014 bol41llgl 
DOllar be.lanoee u. s. eeourity hol41nge and 41-
reot lnnetMnte i o the U.s. 

Total. 

tl, 1100 a1111on 
J25 • 

• 
• 

J, rranoe baa al.IIOet tlj. billion ot torelp exob&nge wbloh 1111 be regarded ae part ot the pool ot reeourcee &'Ya1l.able to t he .Ullea. 

0014 
Dollar be.lanoea u.s. eecur1t1e e and 41reot 
lnTeet•nte 

· To'al. 

t3, 200 a1111oo 
250 I 

• 
• 
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TREASURY DEPARTMENT 

INTER OFI"'CIE COMMUNICATION 

OATil NoTeaber 20, 1939 

TO llr . Wh1te 

llr . Glaeser 

SubJect: Foreign exchange reeourcea of Engla.nd and France 

1. The foreign exchange auete aTailable t o England and France 
to finance the war ahould be eatlaated to include the foreign 
exchange aeseta of the entire Br1t1ah and French Eap1ree. It 
would be an error to aaaume that the f oreign exchange assets or 
the various oountr1ea or the Empires do not, in attect, consti­
tute a common pool trom wh1oh England and France will draw 
when and it the need ariaea, t or it is 1nconca1Table that either 
England or France would Jeopardl~e the efteotiTeneea or their 
military operatlona because or the acarcity or foreign exchange 
aesets while any porti on or the Empire has aubetantlal suas of 
foreign exchange lett. Doubtless each country and each domin ion 
wil l regard ita gold security holdings, dollar balancea, eto., 
as part or ita own foreign exchange aaaeta; and it aay possibly 
become true that t here will be eome unwillingnesa t o contribute 
to the general pool and thAt auoh an unw1111ngneaa might well 
constitute an important raotor with respect to tbe conduct ot 
the war. HoweTer, euch a contingency could hardly arlee until 
a very adTanced atage in a prolonged and costly war. 

The allocation or foreign exoh8nge by the dominions and 
colonies will probably take the tor• ot supplying raw aateriale 
and co~odltiea t o the Mother oountriea and the arrangement• 
will doubtless be matters tor continuous negotiation and 
modification, but these are eaaential l y matters or bookkeeping. 
In the beginning atagea the policy seems to be that ot permitting 
the maximum amount ot autonomy in colonial and dominion opera­
tiona with a maximum amount ot voluntary cooperation, but as 
the need beoomea more acute, Joint ettorta will doubtleae be 
more closely interlocked. 

Therefore, while it is both algniticant and interesting 
to note the t orelgn exchange assets or each country s eparately, 
1t would, I bel1eTe, be an error t o aesuas, in the d1eouesions 
wlth England, that England'• toreign exchange aaaeta are to be 
regarded independently trom thoee ot her Empire in estimating 
the total reaouroee at the diepoeal ot the Alliee • 

.. 
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J)i rtaion ot llonet&rJ 

Ruearoh 

2. The tort1p exohange a .. eta ot l'l'anoe, lngl&n4, an4 the 
doa1niona ere ••U-ttd below. The a .. eh are liahd in approx­
\utel7 the order ot the1r l1quidltJ, although thare hat been 
no atteapt to eaUaah the order in wbloh thtJ are l1lr.tl7 to be 
d1epoaed ot . 

United IC1neoa - - rort18!1 exohange aneta 

( a) 

(b) 

Ottloial balanoea held with 
the Federal Re ae rYe Banlr. 1n 
New Yorlr. 

Dollar beluoea ot Br1t1eh 
rea1dente 

raoe Aaount whloh ooul4 
•alue be reali&ed on 

within two Jtara 
(In a1ll1ona) 

t200 t200 

375 225 

8inoe a oerta1n aaount o t dollar depodte 8Uat be 
lr.ept aa worlr.1ng twl4a tor. oo-roial purpoaea, it ia 
dittioult t o elftjea, .. a how .uoh oould be uead without 
interfering with oo .. erolal relatione. The a1ni.ua 
amount needed ehoul4 be 8Uoh l e ea than t he aaounta • blob 
were lr.ept on balanoe during peaoe tiae, in Yiew ot the 
oentra.l haUon ot oontrol oYer i~~~porh inYeeted in the 
111n1atey ot 8upplJ and the Exohallge Control authori t1u. 
It would aeea reuonable to eatiaate that •150 a1111on 
would be adequate b&lanoea t o aainta1n in th1a oountrJ, 
although turther atud7 would be neoeeaarJ before re­
llanoe ooul4 be plaoed 1n th1a eat1aate. 

Gold hol4inaa ot the BrHith 
Gonrn .. nt 1, 900 

Prl•ate gold hoarda in tha 
United 11ng4oa 

1,900 

In llaroh 1939, Ph1llipa atahd t o Butterwor th 
that the priYate gold hoarda in England were eat1aated 
to be 11150 a1ll1on. There probablJ ••• eoae reduction 
in pri•ate hoarda between llaroh and 8epteaber ot th1a 
)'ear. 

Roldlnga ot United State• 
eeouri t1ea 1,000 700 

, -6 _, 
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Dirtdoo ot llona\arf 

!leaaanh 

Olll' ataUaUoa or foreign innat•nta in the United 
stat u i n41oata \bat tha Brithh ban about tl blllion 
ot Aaar1oan aaourit1aa. !be Brit1ab haYe aald that ao• 
t 700 a1ll1on ot Aaarloan aeourltiea baYe already bean 
reg1atered with the Bank or Engl and, althougb the 
rog1etrr ia not complete. 

!be Britiab bol41nfa aar not equal the $1 bill ion 
that our tigul'la allow • nee a part or what we ban 
recorded ae Britiab-owned aaouri tiaa li&Y actually be 
owned by continentale who baYI utilized Britiah naaaa 
to ll&llt t he real ownerebip. On the other band, Br1 tiab 
reaidanta aay baYe acquired Aalrican 11ouritiea by 
operating tbrougb Dutch, 8Wiae, and rrenoh brokero, 
a.lthougb tba aaounte ot the latter are probably not aa 
large ae ot the toraer, and only a portion ot the latter 
aay be regietered with the Brltiah authoritiea. 

!be l1qu.i4at1on Yalua or the Br1 t iab hol41nga ot 
Aaarioan eeouri t1ea will depend upon the l eYel ot a tool< 
and bond pri cea in t he United Statea, upon tbe urgency 
w1 th which t he tunda are needed and upon the oheraoter 
ot the eeourltiea. !be l eYel ot prioea in the United 
Statu will probably be l'l la.t 1n l y h1gb 1t war purcheaee 
ln the United 8tataa are on the aoale tha t ia l ikely were 
the Britiab f orced t o l i quidate an 1.portant part 
ot her toreign exchange aaeeta. ! o the extant that they 
hold a large pr oportion ot the atocll: ot any particular 
corporation they aay baYe oona1derable d1ttioulty in 
liquidating t hoae eeouri tiaa a t aatiataotory prioaa. 

It 1a quite underatandahla that England ahould be 

reluc tant t o raeort to th1a aouroe ot f oreign exchange 
becauae , 1n the tlret place, abe would like to interfere 
aa little aa pouibla with priYata property rigbta onr 

foreign iDYiat•nta; IIOOD4ly, diapoa1ng ot tb111 IIOU­
r1 t lea would perqMntly out down a aouroe ot tutul'l 
f oreign ~X3hangl NYenUil thirdly, tbl poiiiU10D O f 

theea aeouritiea proYidea England with an aaaet which 
IIJ.gbt be uaad aa collateral t or borrowing tro• tha UR1te4 
Statea; fourthly, t ol'ligll iDYia~nta or AMrloan atooll:a 
and bonda Npreaent an iDdiapen~le t11l4 ot 1Dnat .. at 
t or J r1t1ah inauranoa oo~anlea and inYeat .. nt truata. 

Brith h di.reot inYut-.nta 
in the Unite~ s tatea 

117 
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( g) 

--- D1v1a1on of Monetar.r 
Ruea:roh : 78 

The Depart .. nt of Coaaeroe reported that indirect 
inYeat .. nta, oonaiatinc of branch planta , real eatate 
holdinga, eto. , were valued at 1700 ail~ion. !heae 1n­
•eataenta are , of courae, leaa liquid tban the bulk or 
the aeourit7 holdinga, and the Britieh Go•ern .. nt would 
doubtlau be evan aore reluctant to toroe the aale or 
th.eae aaaeh. If the need becue great enough, howe•er, 
the United 11ngdoa would be able t o realize about a haU 
billi on dollara troa thia aource within a few yeara. 

Britieh inveetaenta in 
neutral countriee other 
then the Uni ted Btatee 7,000 2,000 

Britieh f oreign innetaente in ereae or the world 
outside the Britieh and French Eapiree haYe a race Yalue 
ot $7-8 billion. In Latin America alone their inYeetmenta 
have a taoe Yalue or alaoat 15 billion. 

The liquidation value or inYeataente in neutral 
oountriee ia a aatter or eheer conJecture. A large part 
ot Brit1eh holdinge in Latin Aaer1ca are in default, but, 
on the other hand, so .. ot the aost valuable propertiea 
in Latin Aaerioa ere owned by the Britieh. British hold­
~ngs in Argentina ' s railW&Js, for instance, whioh are 
Yalued at acre than $1 billion, are a good innetaent troa 
an7 point of view and oould no doubt be liquidated in the 
United States at close t o their face value and a portion 
aa,y be used t o ae ttle an unfavorable b~nce ot payaente 
with Argentina during the war. Br1t1eh inYeetaente in 
China, which have been eatiaated ae haYing been worth aa 
much ae 11 billion, prior to the outbreak or hoetilitiee, 
are probabl7 etill worth aubatantial euaa even t hough 
the bulk of theee lnYeetaente are 1n Japanese occupied 
area a. 

On the whole, the liquidation YalUe or theae holding• 
might oonaervativel7 be eetiaated at $2 billion. 

(b) Britieh inveet .. nta in her 
Eapire outeide the United 
llngdoa 10,000 2,000 

!be taoe value or theee inveetaenta have been eeti­
aated at about 110 billion. !be abilit7 or the Britieh 
to aell these i nveat .. nte f or foreign exchange depanda 
i n large part vpon the proepacta of the outco .. or the 
war. Britleh in•eataanta in Canada, South Urloa, 
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DiTieion ot Monetar7 

~aearoh 

.t.uetral1a and India will han a liquidation •alue that 
wil l be attected b7 exchange riake, danger• ot ailitarr 
and political control b7 unccoperati•e oountriea, and 
the aconoa1o poeition ot the oountriea theaeel••• · 
Furtheraore, a part ot the .. innat .. nte will be a•a1lable 
tor liquidation direotl7 b7 the Britieh ainoe atepa haT& 
alread7 been taken to aell eome ot thaee in•eataenta to 
the dominion• theaael••• as the meana t or eettling the 
balance ot pa7mente between England and the doainiona, 

Some ot theee propertiea rapreeent iteaa that would 
be extre•l7 attraoU•e to A.aerican innatora and to 
the United Statee Oo•arn .. nt, pro•1ded England doea not 
appear t o be lodng the war. l'or it abe were Aaerioana 
would be moat reluctant -- ae a neutral -- to purohaea 
propartiee that aa~ in•ol•e queetiona ot clear title with 
a viotorioue Geraan7. England could no doubt raiae large 
auma b7 aelling her ownerehip in enterprise• located in 
her Empire it the tortunea ot war were not going against 
ber. The beet examplea, ot oourae, would be 8rit1eh 
ahare a in the gold lll.l.naa in South Atr1oa, copper ainea 1n 
Rhodesia , tin a1nee in Mala7a, rubber and tea plantation• 
in the South Pacitio. 

ObTioual7, aett1ng &07 aua a a a l1quid.at1on •alua 
would be ehear conJecture in Tiew or the uncertaint7 as 
to the eTentual outcome ot hoat1litiea; but 1t app~ ~· 

that $2 billion would be a ainimua aum which the Britieh 
may raise by sell ing aharee in theaa aeseta pro'fided, ot 
course, that abe waa not in a deaperate militar7 plig~t. 
Aller1cane would be willing t o bu7 aince American econo.111 
ia, to a large extent, dlrectl7 dependent upon the con­
tinued operati on ot these enterpriaaa. 

re-
eourcaa or e unite 
Iinsdom $21,1175 

The foreign exchange aaseta ot the Britiab doa1niona. 

The t oreign exchange aeseta ot the Britieh doainiona will 
Probabl7 be ueed b7 lngland 1nd1rectl7, and England heraal! 
mt.7 Pla7 no part in the liquidation ot these aesete. Judging 
f rom the arrangement• now being dieouaead between England and 
Canada, England will probabl7 tollow the policy ot borrowing 

bar doa1n1ona and liquidating Br1tiab holding• or 
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4o•1nion aoourities t o .. ttle balanoea between England and tile do.alniona. '!'he dolllniona, in tum, will ut1li,.e their roreign exohange asssta t or aeeting the unta•orablo balance or PA1•enta with toreign countries that will ds•olop as a roault or exporting goode and aer•ioaa to England, 
Tho ability or the doll1n1ons to export oapital to England wlll depend upon the volume or their own holdings or f oreign exchange aeseta to aeet th e unta•orable balance ot payaenta with f oreign oountr1aa. In thla indirect aanner, the foreign exchange asseta or the doll1n1one will be a t the d iepoea l ot England in the prosecution ot the war. In later phaeea ot the war the Bri tiah U)' utilize the foreign exchange a neta or the dom1n1ona aore directly but that point would only be reaohed at a •e1'7 late stage in a prolonged war. 
Tho Britiah do.a1n1ono ha•e the f ol lowing aeaete : 

~a) OOld holding• $1,800 a1ll1on b) Dollar balanoea 325 • ( o) United Statea aeouritJ hold-
1nga and direct in•eataenta 
1n the United Stat ea 1,000 • 

Total • 3.125 • 

.!80 

Tho bulk ot the f oreign exchange aaae ta ot the Bri t1oh doainione ia, ot course, in Canada. The monetary aetal hoardo or India 1114Y be be)'ond t he oontrol ot England. In t act, England aar be forced tc aettle her balance ot pqaente wi tb I ndia b7 eelli ng to her eil•er and gold, ao abe did in the paot war. The poll tical relatione between England and India are eo uncer tain and preoar1oue at th1a tiae that England probabl7 cannot NOly u~n ua1ng India' a geld and a1l•er reeer•e• t or purpoeee ot conducting the war. · 

South Atrloa and tba'Br1tleb oolonlee ba•e large ourrent oarninge in foreign exchange, but th11 inooae ie noraall7 paaeed on tc the Br1t1ab 1n eer•1o1ng Br1t1eh ln•eotaente, 
II, France baa roughly $4 billion ot t oraign exchange , ae tollowa; 

l~l o) 

Gold . 3.200 aJ. ll ion 
Dollar balance 1 250 • Aaerioan eeour1tiee an4 
direot 1n•eataente in tba 
Uni ted Statll ~ I 

Total .3.750 I 

raeidenta probably own aore than the etated aaount eeouritlel but it 1a dOllbttul that the Frenob 
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oovernunt woul4 be able t o obtain 110re tban the 1peoit1ed u ount, !he French Eapire outa1de of France baa very little foreign ex­change ruouroe 1. 

These a1eets repre1ent the e oonoalo power or the e~irwe, 
U!e bulk or the earning power or England, and the re 1ouroea which are vital to both England and Prance it they are to control and to parti cipate in t he peace and reoonetruoti on which will follow the oonolu1ion or tbe war . The eoonoaio and eooial 1truoture of England ia baled upon a favorable balance or psy .. ntl on eervtoe account ot aore tban $2,000 al.ll i ona annually; and England aa no• constituted .uat depend upon her f oreign invaet .. nta to 
au, ply a large part o~ th ia current t oraign exchange lnoo ... 

To carry tb1a analyaia to it1 logical oonoluaion, tbe 
Brlt1ah Emplre 1 a foreign exchange re1ouroe1 are inexhaustible, and t he onlr l imit to the aaount of foreign exchange which abe 
can acquire 11 the abilitr and wil lingneae or foreign oountrie1 to purcbeu tile aoseta in exobange t or the oo~~mod1 tlee which 
&ngland wiebee to buy. 'J'be Britieb E•pire can otter tor eale 
to Americana ( and to other foreign oountriea able t o eupply 
oouodi tlee or foreign exchange) the economi c ent1rprhee in 
the dominlonl and colonial Which are owned by tbe oit1zena or 
those countrie1. The Britiah can otter tor eale the bue1neaa 
enterprleoe in England itaelt , it there 1a a market value tor 
them l n the light or the •illtary altuatlon. FUrther, the 
Brltleh mar otter to eell 10 .. other colonies in the Western 
Hemtaphere t o the Uni ted Statss Governaent, and there &&7 be a 
oalea •alue attaohsd t o o ther colonial in Africa, 'Alia and tile Sou thern Peoif1o. 

But the British would be willing to ralee tundl in tbia 
ma.nner onlr it abe were in the laat extre•i tr and onl;r it tile 
ahor~run dangera 1rere eo onrwhelalng that tile long-run oon­
<lderationl were wi tb.out aignitlcanoe. 

~err effort will be aade to prevent anr louu or foreign exchange, tor the war wlll be f ollowed b7 peace, and in the 
to co .. the eoonoalo reaouroea aar be the deol1ive factor 

ta1n1ng the poa1tion and ooheaion ot the empirel . In 
t ahoul4 not oooaa1on aurpr11e it EnglanJ ~otuall7 added 
foreign exobange reaervaa, e1peo!all 7 during the early ""'K1'• ot tbl1 war. 
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lftglaiiA all4 ,._e Will Uqu14ak ~1r tore1p ex.uap 
ruerno wUh Ule sre•'-•' nlao'-Doe, all4 oll17 wbea Ule lllkl'­
naUn oour .. • of ao\1oa an •re 11Dpleaoa11\ \o ~1r ahor~ 
a11d long-l'llll 1atore•'•· Ill PJ olreuu\aaMo, tor bpu4 .... 
rronoe to so beJoll4 ~ .U. or $10 b1111oa wolll4 be ez\n•lJ 
dleaetrouo to \he loas-I"WW 111\ereot• of \he E8p1no, all4 before 
tbeJ would do oo, the 1a.e41a\e a111tai'J o1~t1on woal4 aoe4 
to be ni'J d .. perato llldeed. 
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~ CO LOIIBIA11 FlHANCB Hovember 21, 1939. 
3:15 p . m. 

?resent : 

"',b ito : 

ti. : . . Jr : 

F !'ank : 

H. !.! . Jr : 

'Oh1te : 

llr. Hanes 
llr. Poley 
llr. Bema tein 
Mr. R1efler 
14r . Cochran 
Mr . Wh1 te 
Mr. Frank 
Ur . Lincoln 

We are havill8 thh meetill8 tomorrow. Who is 
going to be teacher now for t his ho~eworkf Harry , 
have you got this at your f i ngertips? 

I can outline it very briefly. 

You have seen !lie now in the raw or lade of the 
raw, whatever you want to call it. 

Co lombia had about 160 million dollars of out ­
standing debts, most of whi ch was held here. 

Including local as well as national? 

Local as wel l as federal , 'Which they are Wtdertal<ing 
to hnndle together, l understand, They have repur­
cha sed acme of their bonds from tho market , how much 
wo do not know. They hnve risen - the bonds have 
rhen about a third in the last month , las t month 
and a halt:. 

Good. 

They were around 23 or 24. I th1nlc they are now 
34 or 35. l ha ven 1 t seen wba t they are today. They 
may have gone up today. The reason for the rise , I 
take it, is the expectation that they were going to 
make a good of fer. The offer that we understand frolll 
Hr. Vlelles that they are about to J:l&ke ie t hree per­
cent on their debt and to step that up to four s<De­
t1111e within - whether 1 t is four or ten years is not 
cleu because the informat i on differs !roll! two aourcoe 
and no ecaling down or the principal , so from the 
point of view of the bondholders, that would seem to 
be on excellent offer. 

Anything for back interest? 
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There 1a no indication wbetne.r that ineludaa 
paYMent on the arreare. There le about 55 million 
dollare arreare, I th1nlc . 

How much! 

I th1nlc lt ia 55. 

That ia about right, isn't itY 

'!hat 1e about right. 

It is alnce 1930. 

131 and 134. 

Nothing was etated o f the arrears. It ma7 exclude 
it. It seema 11ke a verr good offer 1'1'0111 the bond­
holders' point of view. 

From Colombia1 e point of view, however , 1t 1a an 
offer wblch they can well take 1n their stride , 
so there doesn ' t seem to be &nJ' immediate prospect 
of their defaulting. In other words , they are not 
offering more than eithe r their budget or their 
balance of p&}'IIIOnts can reasonably stand, so that 
there 1a reasonable expectation that they will moot 
their obllgetlons 1f th07 are accepted. 

They are geing to ask , as I undoretand, for a lOi 
million dollar loan, with the hope later of getting 
e=e more , posaibl7 up to 25 million. It 1a not 
clear to us Whether that lot million 1s to be used 
wholly for short-term purposes, that is, whether 
they will sot it aside in order to meet what they 
may feol to be special domanda occasioned by their 
loss of the Gorman market for coffee or whether 
the7 hope to use part of it to keep eooo of the 
public works programs whi ch thoy have started and 
Which the7 have felt 1s in Jeopard,-, so that the 
question is to the use of the fundi and tho specific 
amount is something , I take it, we will hoar to­
morrow, but in both co110111Jnicat1ona there 11 no 
clear indication or either of thoae pointe. 'lhe,­
bad hoped aeveral .ontha ago t o aak for a larger 
sum to be used for oxpanaion of their tranaportation 
s,-atn, iJ:;lrovement of their agricultural a,-atea 
and for the ahort- t ol'ID balance of pa}'lllenta need• 
but that information datal 1'1'0111 a c,_mieation of 

184 
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Lincoln: 
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Lincoln: 

Whi t e : 

"liorler: 

Lincoln: 

'licfler : 

a couple or months ago from the State Department 
and we haven 't beard anything about 1t since. 

Well now, wo are talking here kind o f in the f amily 
and - does anybody know what thia eo-called Bond­
holders Protective Committee - did they have any 
tentative agreement with these people before we go t 
into the pie turet 

Do you know, Ill>, llncolnt 

I don 1 t th1nlc they have ever been able to get them 
to make an agreement, 

What I am getting at is, I wonder i f we have any 
way t o eort of feel out this Bondholders Protecth·e 
Committee and aay, "Now, what would you consider 
woul d be• a good deal," and sort of get them to 
commit themselves, you see. llbat would you con­
aider a fair deal? 

I tb1.nlc this 1s a f air deal. I waon' t c lear as to 
wha t they were going to do with their depa rtment 
and cit' debt. 

My underatand1ng wao that thia waa to be on t heir 
total debt which takes over alao the l ocal and the 
atate debt and they indicated no additi ons for 
amortization or sinking tund, bu t Llr. Jones in t alk ing 
it over wi th thei r repreaen t ative ind i cated that he 
thought that a payment of $600, 000 for amort1zat.ion 
could be eaa1ly pai d ove~. Now, certainly they 
could very easily include that in tbia aum but 1t • 
wouldn't amortize the debt , obvi oualy. It ~ould be 
a hel p . · 

It' they have been buying back any quan t ity of thei r 
bonda at these low pr1eea, they would be able to 
put those in for the amortiza t i on payments and 
substitute those for amortization and aimpl y escape 
that charge completely. I thinlc i t 1a quite i mportant 
to find out bow l!llleh they have bought back. 

It ia known that Colombia holda 6 million of 
national government bonda in t heir treasury. 
th inlc it 1a 5 , 997 , ooo. 

the 
I 

Do we know the atata and local, wha t they have 
bougb t baci<T 
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I don ' t think anyone has any f i gures on that . 

Vfuat 1o the f ace val u e of the nat i onal ! 

Tho national d ebt i s 160 l oss 60 , in other wor ds, 
about be l t . 62 million i s the local fiOVernment 
oblig a tion. Ther e 1e a bout 12 million 1n s terling 
and I t ake i t that question hasn' t arleen. I t ake 
it that any set t l ement they would make with dollar s, 
they would make with sterl1.ng . There 1a only 12 
milli on outstanding. They ma y have got eome of 
that b&ck , eo that i f they have bought b&<:k some 
of the f ederal d ebt , then they mit)\t have as low 
a s 60 o r 50 million . 

I think the outst anding federal 1a probably well 
under 50 now, as i de fran what they have bou8>t 
back. 

OUr most recent f i gures are t hat they had about 
76 outotanding federal public debt and from that 
s\1111 >~e know that they have purchased some back. 

That i ncludes, I guess , the guarant eed bonds o f 
some of their banks. 

Yea . 

Tbat would br ing i t below that tigurG. 

That i s right . eut it a ppea r s that they have an 
exce llent basis for a reasonable settlement there . 

Wouldn ' t Mr . ?els know , l!r . Secretar)', about that! 

I don't know. 

I .,. sure he would , because he is supposed to be 
on a ll those c:olDllitteo 1110et1nga . 

What contact have you p eople got wi th the 
Protect ive Committee! 

There i s e. Board of Vis i t ors cons i s ting of - it is 
f unctioning tbrough Bill Douglas and Mr. FG1o . 
Llr. Lincoln really did the work. 
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I know those people, have t alked to them over the 
telephone , and I think they •ould gi ve us any 'tn­
fonno. t1on they have. 

I wonder if you " ould consider i t an SEC matter to 
co.ll them up and s imply aay , 11fllult would you con­
s i de r n f air settl ement ? " 

Would that bo out of lin~ w1 th your previous work? 

I have nevor asked them that much before , but I 
don • t •• .. 

I aee no objection to it. 

I would rather do it, if you don't 1111nd, this wa,y 
than to do it through tho other way . 

I suppose we - ou&nt we not to conoult Herbert be­
fot•e we do that? 

That is up to you . 

Don 1 t you think so 1 Harry? 

I do . I tbinlc 1 t would be less trouble that way. 

Oooo he represent them any more than the SEC? 

187 

Yeo , probably, because our runoti on 1e really - the 
Board of Visitors ' offic1,al functi on was to scrutinize 
their accounts and the conduct of their affai r s 
rather than to pass on the wisdom of any settlements 
they make. Is that correct? 

Yeo . 

Could I throw thi s 1n your lap, to ask you 1f, throu~ 
whatever moans you feel proper and ethical , you would 
find out from the Bondholders Pro tective Committee 
what they would consider a fair settlement. 

Before tomorrow's meeting? 

If possible. Would you take tha t up , Jerome? 

Yea . You wouldn't mind i f I asked Her bert? 
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I will lenve that to you. 

I think 1t would be unwi se no t to ask Herbert . 

Whnt I moan, it i• perfectly obvious you are the 
f irst one. If we could get o.s good or better than 
\\hilt we r.anted , why then the ehanooa of their - they 
can't criticize us. 

I should doubt very much if they ever had any hope 
of getting more than 4 percent . 

~11s i s probably better than they ove r were . 

1::7 understanding was that their response to an 
enrli or of~er of l t to 3 percent waa a stat ement 
t hat the:; r.an t ed 4. Now, whe the r t hey r.euld at 
thllt time ha'le accepted 3, I suspect they l'!Quld 
ha ve . 

I think i f we coul.d know thnt by tomorroYt i t would 
bo helpful . 

Is i t clear that the offer is 3? 

Yos . I wnan• t cleo.r that in tho national ~overnment­
f r om what I have on it - I think t l-.llt memo of yours -
I think that the national government intended to have 
the of fer a pplied to the departments . The notional 
government has always veered aYiay from that subject • 

I am not perfectly clear on t ha t ei t her . It may be 
in the letter tha t you received fro: ~. nelles. 

Aren • t there a considerable nUl:lber of things to be 
found out , ~ether it a pplies to the nrrears and 
how aany they have 'bouY,t back? I should think 
that would be quite 11:tportant . 

Th1e letter says it includes the arrears. 7his is 
from llr . Jones . 

"I had a very pleasant hour and o. hnl!' •t1th L!r. E. 
Jaramillo, discussing with him the situation with 
reforence to the Colombi an nntional debt held in 
t his country, and the poesibil1tJ of some ad~tional 
credi ts for Colombia by the EXport-Import Bank. 
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"I atat ed to Mr . Jai:'Uiillo tb&t , in 'llt'f view, the 
five yea.re ot over-due 1ntereat abould be re.t\lrded 

189 

at ~ percent 1natead or the coupon rate ot 6 percent; 
that the bonda abould be extended at ~ percent ror 
10 yeara and 4 percent thereafter; that a sinking 
fund or not leea than $600, 000 a year ebould be aet 
up with wnich to buy bonda annually on tender; that 
1t wou1d be desirable to have sane auch arl'&Dgement 
aa wou1d permit 1nd1v1dual bondholders to convert 
t heir bonda into m11re1e that could be uaed in 
Colombia t or the purchaae or thinga to export , having 
1n llllnd t hat this wou1d reau1t in 1ncreaa1ng Colombian 
e:lq)orta . 

"I told llr. Jai:'Uiillo that I would make thia report 
to you and to Yr. Wellea.• 

I think that last part '1a - there 1a too much 1n 1t. 

And i t 1a too eaey to aubatitute that type ot e:lq)Ort 
t or t he other type . 

It 1a aoak ing 1t too d&IIID uncomfortable. 

'!here 1a much to be aa1d against that propes1t1on. 

Too compl1ea ted. 

Yea , and it seta up an aut ocatie ayatem by which you 
repat ria t e and pretty aoon you don't pay your intereat 
and you use your money to r epatriate. 

It aounda aa it tbay are worldng on 1t. 

Yea. 

That 1a Jones ' ,.,ggoation aa to wnat they might do. 
They gave no 1n41cation. Do you have llr. Welles 1 

lettert 

Yea , but that ia ahead ot tb& t . 

I thought th&t Mr. Wellea' letter contained the 

apeoi tlc otter they - de. 

'ftlia 11 ita 

0 PeraCDal and Cont1dent1&1. 
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"With reference to your eone1derat1on or the 
Col ombian financial problem, you will be inter­
eated to know that <~o have juat had a despatch 
from our Ambassador to Colombia reporting a 
conversation with Doc tor Jaramillo who , a s you 
hnvo boen informed, has been do~icnnted by the 
Colombian Government as i ts representative in 
tho conversations we have suggested and who is 
due to ar rive frotl Colombia in !lew Yo1•k today. 

! 90 

"Dr. J aramilto tol d ~~bassador Braden that pro~ptly 
a f t er h is arrival in Washington he woulc!. endeavor 
to reach a settlement or Colombi a ' a rore1en debt 
held in the United Sta tes on the bnais of ~~ee 
percent interest payments with the provision tha t 
sueh payments are to be increased ovor a period 
of year s to four percent . If an agreement can 
be renehed on these terms , he will endeavor to 
obtain a loan of ;110 , 500, 000 !roo the Export- Import 
Bank or froM other sources , wi th tho hope that if 
those arrangements prove satisfacto r y , furthe r 
credi t• can be obtained in the Uni ted States 
in the future up t o a total or 025, 000 , 000. 

"Tho Amet•ican Ambassador has confirmed my own be­
lief that any arranlloments entered into in Wash­
ington by Dr . J aramillo will be a pproved by the 
Colombian Congress and by Colo~:~b1an public opinion 
becauoe of Dr . Jaramillo's poraonul prestige in 
his own coun t ry." 

You notice he said Colonbi a 1s foreign debt, and I 
take 1t that includes state and local . 

Coul d Harry and Win - coul d you fellows get together 
with Herbert Fe1a tonight and say so~o or the things 
which are bother ing us and t hen 1'1x a little agenda 
up for t omorrow and have those th1nss cl eared up! 

What i s happening tomorrow? Are tho s entlemon going 
t o be her e? 

No just Welles. I asked f or tho mee t ing and I 
wo.~t to telk about this and the roaoon I d i d this 
thin afte rnoon was just to see what would come up 
and !larry 1a only a pretty good teache r , he doe an 

1 
t 

knon all the annwers himse lf, and so I think if 
between now and 10: 00 o'clock tomorrow you can 
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find out tho whole otory and then get ua up a 
l1ttle age.nda , with Feia, then we would have the 
t h ing , and whet the:y would aereo t o and 'll'bat the7 
wouldn't , and just where we are, 

I think finding out a bout the toroign bondholdere 
1a very i=portant because this a pparentl:y ie well 
within their eapaoit7 to pa7. It i sn 't going to 
strain them terribl7. It 1e p re'tt;y reasonable , 

I think the more 7ou stud7 Colombia the surer 70u 
get thet it will P•7· 

Jib& t do the7 expect to got from their new oil T 

Would l!r. Lincoln be available to a1 t with our people? 

Yea . 

It 70u are going to contact Herbert, wh7 don't 70u 
find out >that Herbert thinks about contacting .... 

We could do the t , 70s. 

Could 7ou a ta7 on w1 th t hese fellows and fix up a 
l1ttle agenda for u.s? 

Yea . 

What do 70u think , J ohnn:yt 

I tliink 1t 1s all right . 

Yea. 

Bernie could oit 1n with them. 

Right. 

I think that 1s that. Have 70u got something else 
on 7our a1ndt 

Have 70u got a minute abou t 111\at happened th1o 
IIIOrningf 

lla:y I aile one queet1on, llr. Seoretaryf Ie there· 
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any plan to have anyone here from the bondhol d ers 
associ ati on before you got 

Well , thie Ylas sort or t aken i n l i e u or i t . 

You midht get a l ot you wanted out of them i f you 
hntl them come do•m he re . 

Techni cally, wou l d we have to consul t them before 
1t flent through? 1'/ouldn' t they have to ratify i t? 

'lhe:y are the ones who reprenent tho bondhol ders , 
a f t e r all . I thought you mi(;ht go t s<l"'ething worth 
while fro~ them before you got into these conversa­
tiona . 

You know t hey have no depoaits • 

~t i s just the quest i on I am going to aek . How 
many dollars or deposi ts do they have? 

They don ' t g o through the mechanics of deposits . 

Don ' t they negotiat~ then go out and see t he bond­
holders? They don ' t h a ve poYiers or at torney f or 
the bondholde r s , do t hey? 

llo. 

J!eally no r eal sta t us at all . 
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Their status sol e l :y arises from the fact that they 
grew out of tbe meeting s called by the ~easury and 
the Sta te Depnrtments and were given, you l:ll.gb t say , 
official bl essing as the proper voice for bondholders 
in 1933. '!heir technique in a rranging res~tion of 
interest payments has been to haggle out the beat 
terce they could get out of the forei£11 gove rnments , 
and when i t was announced , ea:y , •v:e have approved 
thla as the best ths t could be expec ted , " or else 
they wi l l , a s 1n tho case of Qlile , s ay, "This i s 
bad . " 

They have no r eal l egal statue , either b y way o f 
depos i ta or po.,er o f atto rney or anything e lse. 
I think you wou l d have to take t h i s i n t o account . 
I f they we r e t o severel:y criti c ize i t , it would 
bo bad public relati one . Other than t hat , I don ' t 
think they have any legal statue or any kind. 
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Lincoln: 

H.U.Jr: 

Lincoln: 

3 . ... . Jr : 

"Uetlcr: 

H.U.Jr: 

: rank : 

iia.nea: 

Fol ey: 

:.·ank : 

lincoln: 

H. U. Jr: 

!'rank 1 
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It would all be sweet and lovely to have the= say 
artertrarda . "Tie approve th1a • • 
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'.l'ha t 1s the thing I had 1n m1nd , tha t I personally 
d1tln ' t reel that we should go much 1\lrther than 
t lw. t , to call them up and aalc them what the;y had 
in m1nd , whet they th1nk is a good settlement. 

Do you think there is any danger 1n thatt 

I don 't think so. I th1nk Fox knows right now 
What they consider a good settlement. 

I am sure he does . 

It would be s~t to get them 1n botore t he end. 

As t ar a a I lllll concerned, I wouldn't 11ke to go 
any farther tonight than to ask them the question , 
through any means that you wan t , What they consider 
would be a fair settlement, how they feel . 

Yoo. 

I \!IOUldn ' t want to go any t'urthor than that toni e;ht , 
would you, John? 

llo , I don't think so. 

( Discussion ott the record) 

Who is counsel tor the eol!Cllttee , JerryT 

They have no lawyer. 

Tho;y have no counsel. 

Let • s think that over. I am willing for these sentle­
men to wonc up something tonight with the State 
Department and have something ready and i t l!r. Lincoln 
oould atay behind, I think that would be nice. 

Certainly. 
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G'IOUP I.IEE'liNG November 21 , 1939. 
9130 a . •• 

P-resent: Mr. Hanas 
R1efler 
Thompson 
Bell 
Haas 
Viner 
Harris 
Outfield 
Foley 
Cochran 
White 
Stewart 
Klot z 

i!. la . Jr : 

Jul'f1ol d : 

fol e y : 

H. !o! . Jr: 

'Thompson : 

H. l!. Jr: 

Klotz : 

B. !l: . Jr: 

Foley: 

H. !o!. J ra 

llr. 
14r. 
Mr. 
Mr. 
~!r . 
Mr. 
Ur. 
Ill' . 
Mr . 
Mr. 
llr. 
l.!ra 

Ge ne , do you have anything? 

No . 

Bi ll Campbell and Sam Klaus eame in t h is moming. 
I thought maybe you might want to ahaks banda with 
them. 

Definitely, more than that . I would like to k1aa 
them on both cheeks. 

1\ho? 

Sam Klaus and Bill Campbell. 

Did you (Krs . Klotz) say you wanted t o do that, too? 
I can 't beer you. 

Ia my r a ce redl 

Wall, an:rway, before I do that I want to ask sumner 
Welles mother he wants to -et on South .Ameriea. 
Kra . Klotz and I will see tho others. 

Incidentally, did you (Foley) oay somet h ing about 
ducks to mat 

Yea , e1r. 

When can I go t delivery on those! 

Today. 
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a. w:. Jrt 

Foley I 

Foley I 

11 , !1(, J r : 

Pole,. : 

!:I .~. Jr: 

1\bitOI 

Bell: 

Foloy : 

H.loi.Jr: 

I told lll'a, llorgentb&u laat nigbt we were going 
to ba ve a0111e legal duck a . 

That 1a rigbt. 

Is that tor ton1gbt! 

Tb&t ia ror tonigbt. 

Would it be eabarraee1ng to aalc bow ~ there 
are! Are there two! 

Pour. 

I aentioned 1t to her and abe ea1d, 0 How do I know 
what to order, • and I said, "'''ell , I will find out , • 

Would it be eabarrauing to aalc wbetber 70u (Pole7l 
abot thea! 

D1d you get thea, Ed! 

Yea , I got thea. There are aoae better onea but 
they won't be read7 until next week. 

(On phone) Hello. (Telephone oonvera&tion with 
Sumner Welles tollowa s) 
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Sunner 
Wellee: 

!ll-!Jr: 

~·: 

II: 

Y: 

~Jr: 

Hel lo, Henry. Welcome back. 

Thank you. How are you' 

I ' m tine. I hope you had aome reet. 

Oh, wondertull I had a complete -- I recommend 1 t 
to anybody who wants to have a •••• •• 

Well , I ' m delighted that you got the chance. 

Sumner, Thankag1v1ng ia Thursday, I belle ve. 

Yea. 

I wondered Whether you and Jonea and I wouldn't want 
to get t oget her today, or tomorrow, on Coloobia, 

11 : I ' 11 be very glad t o. Haa Jeaae brought you up t o 
date? 

!lJ.!Jr: 

l!J.!Jr: 

W: 

\C-!Jr : 

Y: 

~Jr: 

He wrote me a letter •• • •• • 

I aee. 

• •• •• • on the matter , yea. 

Um-htl• 

!o I -- I t h ink I 1 o up to da te. 

I' 11 be glad to. 
t omorrow, Henry. 

I 1 o afraid I ' ll hav~ to make it 
I've got every minute t oday. 

All right . HoY about 10:30 or 11:00. 

II · (Aaide: M,y deak book t or t omorrow. ) Will you val. t 
Juat a aecond' 

!ll~Jr : 

II: 

l!I!Jr: 

Surely. 
(Brief pauae. ) Would i t be equally conveni ent t or 
you to make it early i n t he afternoon' 

Tomorrc"' 
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Y: Ya~. 

HMJr: Jfot ae good, no. 

ll: Well, would 1t be poee1ble then to ulte 1t before 
10:)0, beoauoe I haTe appointment• tros 11100 unt11 
l:Oot 

HMJr: Ye•, do JOU want to .ake 1t 10:00 o•olook' 

Y: 10:00 o 1 olook will be t1ne. 

ID!Jr: And I' 11 let Jonea know. 

V: All r18ht thanlte, Henr7. I ' ll be 1n rour ott1ce at 
10:00. 

HMJr: R18hto. 

II: 'l'b.rut•. Ooodb7e. 
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H. Y. Jr: 

stewart : 

H. J.!. Jr : 

Stewn~t : 

B. r.I . Jr : 

:Ue!"le r: 

:a: . t..t. Jr: 

Foley: 

:;tewart: 

: . • : . • .,"r : 

Fol ey: 

E. H • ..!r : 

'ol ey : 

- 3 -

Which of the three -s•a• aro here? 

We are al l here. 

Which of the three "E 1 a" are going to concontra te 
on helping on this Colombia t hing, or South America? 

!.lr. Ri ener . 

X.. that i t f 

Yea . 

Well , let's aay this -will you (Foloy) tell ~boll 
and Klaus 3:00 o ' clock? 

All right . 

And then let 1 s say at 3:15 we have a dross rehearsal 
on Colombia. I don't know who all 1e interested, The 
l egal aect1on is . And you (Stewart) at 3 : 00 o'clock 
and Campbell and Klaus. Harry , will you round up the 
people for 3 :15, please? 

Just so we knor. , on the question of sales of British 
securities, Merle Cochran wi ll be the Treasury staff 
rep:•eaentnt1ve with !.lr. Ylalter Stewart acting aa con­
sultant to me on it. Rightf 

n1ey are going to have a cee ttna at •••• 

•••• 10:00 o'clock . 

•.•• 10:00 o'clock. P.ave you got f ixed up about Campbell 
and the ducks? 

I have this letter on the mov1o cnoea . Do you want 
mo to send that to Eddie Greenbaum and Knollenberg? 

Very much. And that letter can bo ready for me 
Monday? 

Sure . 

Before I see it , I would like it to bo initialed by 
Helver1ng •••• 
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Fol ey: 

H.M.Jr: 

ilanos: 

Foley : 

H.I!. Jr: 

Fol ey : 

H.U. Jr: 

Fol ey : 

l! . II . Jr: 

Ranes: 

Foley: 

H. t!. Jr: 

Foley: 

n .:~ . Jr : 

Stewart: 
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I t will be initialed by thoao peopl e before it 
goea out . 

And then whon it comes back to be initialed by 
llano a and mo - but let 1 o go up to the top - and 
then it comes back Uonday and llanoa and I aee it 
Monday , i a that right? 

Yee . 

thia is in reply to a lottor that waa aent to 
Phil Wencbol by Sam Klaua , and I prepared i t f or 
m:t signature . Is that all r igt>tt It 1s a legal 
l etter to the Aasis tant Attomey Ooneral. Now, 
it could bo prepared, it aoem. to mo, for tho 
Co!llft1a a i on or, Phil Woncbel or m:yaelf. 

In writing these two gent lemen, why don 1 t you aak 
them ..mo they think should aign it, or do you think 
you ought to sign itt 

I think we ought to a1gn it. 

It ia a legal letter? 

Yea . I think I should sign it, but if you would 
rother have it for the ColMI1aaionor1 a aignaturo , 
that ia all right with me. I think i t might carry 
a lit t le more weight if I aign i t . That is the 
only reason I did it that way. 

Then leave it that way. Ia that all r i ght with 
yout 

That 1e all right . 

I would l ike to read 1 t lion day. 

All right , air, I will haVe it for you . 

Anything elaet 

No . 

Waltert 

Noth1na. 
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cochran: 

B. M.Jr: 

White : 

H . ~. Jr : 

Cochran: 

B.!!. Jr: 

Haas: 

H. M. Jr: 

Viner: 

R1etle r : 

H.!I. . Jr : 

Viner : 

B. I!. Jr: 

V1ner: 

- 5 -

Here 1e a m._randua ot 141 converaat1on with 
Mr. Straeaale JeaterdaJ. 

Oh yea. 

Rave you aeen Straeaalet 

No . 

Suppoa 1ng you are here at 11: 00. 

AnJthing elaet 

llo , a1r. 

George! 

I have notb.ing tb1a morn1na• 

Jake! 

Nothing. 

Nothing. 

My wife had tea w1th your w11'e , Sunday. She aant 
you her love. 

In Chicago! 

In Chioago. 

Jake , I aa d1w1d1ng JOU tellowa up . It you don' t 
lil<e 1t, JOU can all aa7 eo at an,J tt.e aa l ong 
a a JOU b4l good toda7. I would like JOU here toda7 
a t 10: :10. 'lbe <>n•dian M1n1ater 1a coming in and 
Ralaton called me on tbe phone laat night, aalting 
1t I woul d aee Towe~ b41oauae he 1a going to Landon 
to repreaent tbe CU>ad1an Govern:aent . 

10 I :50 t OIDOM'OW aorn1naT 

'l'odaJ• Viner can ba here on thb canadian thing, 
and R1etler can concentrate on Colombia , and Mr. 
Stewart on Br1t111b aecur1t1••· I lUI d1v141ng JOU 
tellowa up an4 1t JOU don 1 t like 1 t . • • • · 
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·;1ner: 

Ut1te : 

H.M. Jr: 

1.111te : 

~ . :!. Jr : 

Tb1te : 

r:h1te : 

n. .:: • .tr: 

Y•:h1te : 

ii. li . Jr: 

Cochron: 

t . :... Jr : 

All Gaul , 

nu. t makes you Ce.eaar. 

I don't know how you opell Gaul , but •••• 

In this ca se, i t tA>uld bo ri6ht in oi ther spelling. 

Is t hat meeting going to be in connect i on wi th t he 
correspondence? 

No . You are invited, too . 

If it were - I cean you •• •• 

no. 
Because there r.as supposed to be an agenda . 

I couldn't get it very close , but I gather that 
the meeting was on the British Dnp1re and he seeos 
to represent Ce.nads. on finance . 

And not the letter tha t be had sent you? 

llo , this is something s pecial. So, i f Cochran and 
Viner nnd Vfll1te will be hero at - oh , you can 't, 
Cochran? 

I can ' t . 

Then Vfui te, will you keep m1.nutes and l e t Cochran 
have a copy? Viner doeen't know how to spell. 

Basilt 

No , I have nothing. 

!larry? 

I have o review of the sold and capital movements 
since the war began, if you ~=t to look at it, and 
then a proposal of how to utilize your gold hol dings 
tho t I think you ought to g lance ovor. l'le have a 
memorandum on the fore1gx> exchen e;e resources of 
England and France and i t is d i fferent in conclus ion 
with the apparent prevailing opi.n i on at the British 
Treasury , as ind i ca ted by some cables that we •••• 
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H, l!. Jr: 

\,b1 te : 

E.!l .Jr: 

E.. M. Jr: 

Ylh1to : 

'1t"h 1to : 

E.IE . Jr: 

Dell: 

H.W. J r: 

Bell: 

H. M. Jr: 

\'lh1te: 

H.lt.Jr: 
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If you w1~ g i ve those to Kra. Klotz to be marked 
tor Thank sg1 v1.ng da:y on the ta:nn. 

Right. 

Then there is a memo on China. I don ' t know whe thor 
you want to take tha t up today or not . 

No . I will take that with me to the farm. 

The t1gures on the October trade are 1n. The:y are 
rather i nteresting because the:y ahow ver7 large 
increases, alJIIost double , ot exports to Scandinavia 
and a ver:y large increase to Ruaela and a drop to 
the belli gerent countr1oa a nd an increase to Latin 
AmOrica . The net result 1a an 1ncreaee. 

Then there are acme cables here that I tb1nlc you 
ought to read. 

Put it all - mark all ot 1 t t or the farm, because 
I won't get a chance between now and then. 

There is nothing here tha t noedo to be gone over 
right now. 

lon7thing else? 

No . 

llant 

Will :you -.nt an Open l:&rket meeting tor this Tuesday 
thing t 

I don't th1nlc so . 

I don •t th1nlc you need 1t, but we have alwa:ys had 
thfll:l. 

Well, I want to talk with the Prooident - perhapa 
I will make this for lunch today • 

Did you want the SEC in on this Colombia mset1ngt 
I should think so. 

You mean the one thie aftemoont 
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"bite I 

H.ll .Jr : 

Ylhlte : 

e . )( . Jr: 

lfbite : 

H.U. Jr: 

Till ite : 

H. JI! , Jr: 

H.!l.Jr: 

••hlte l 

H.ll . Jr: 

'l;bl te : 

li.I! . Jr: 

Bell: 

B,M, Jrs 

Bell : 

l!. l!. Jrl 
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Yea . 

Yea. r;ould Jones come - no, th1a ia Just a dreaa 
rehearsal tor tomorrow. Do you want the SEC beret 

They either ought to be here or be 1nfonsted as t o 
what 1e up . 

Well , they will be here tomorrow. 

Do they receive the letters you receive both trom 
Wellea and Joneat 

~03 

No, call them up and say it they would like to 
attend the dress rehearsal the7 can coce this after­
noon. 

0 . K. 

It they come this afternoon they wouldn' t have to 
oome tomonow morns.ns, would theyt 

Well , I imagine i f you were going to continue what 
you have started they would have to be here tomorrow. 
Poaaibl'3' to avoid any subsequent dift1cult1es , I can 
merely inform them as to what the aituation 1s so 
they won't be 1n on tho Treasury droaa rehearsal . 

I will be glad to have them at the dross rehearsal . 

o. K. 

What else! 

'D'Iat ia all. 

Dan! 

The Fed sold tour million one hundred thousand ;yester­
day, 

You want to sell a little , don't ;yout 

Yea . 

You are goina to tinanoe Tueada;y and ;you want to 
aell •••• 
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Bell : 

H, M. Jr: 

Bell : 

H.II . Jr: 

t ell: 

i!. tt . Jr: 

cAOll: 

E.M. Jr: 

eon : 

H. M. Jr: 

Sell: 

H.!I . Jr: 

E<oll : 

c.w. J r : 

\'lhi te : 

H. !t. Jr: 

Bell: 
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I think it is getting a little close now. I think 
the fir at row da;ya or th1a week would ba ... been 
all right . 

Do ;you want to sell a little toda;yt 

I don 1 t think 1 t wruld hurt an;yth1ng , since we have 
got eome of those long oneo 1n the Postal savings 
that we could l et go at a little profit. 

How man;y two percent notes are we auppooed to have 
got tent 

One h undred and t we.n cy, I t h ink. 

llon 1 t l et 1 o sell , I don 1 t 11lte to eell the Postal 
Sa vines . Bow ..,,., 

120 million. 

Eepoeially not the long onee. 

I 11ke to sell at the top and p i ck them up at tho 
bot t an . 

So do I . 

lYe have got two to three dollars pr ofit doing that. 

I have aeon men go broke tryinG to do that . 

1ha t i a three percent return for three years . 

I auppoae you have aeon 1n tho paper all this trouble 
about the food st8l'p plen 1n Rochester. 

I saw this cartoon 1n the l'faab1ngton Herald this 
moming. 

Are ;you going to aoe llilo Porkinat You said ;you 
were after you came bade. 

Wh7 don It you (Bell) poet 11101 

Not toda7 (to llr. White) . 

I will just gin you a little background. Be sent 
a telegr.. that they were going to withdraw this 
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MUte: 

Eell: 

E.U. Jr: 

Bell : 

P. . M: . Jr: 

!!ell: 

E. U. Jr: 

D8ll: 

P. , lt , Jr: 

Sell : 

l!. ll. Jr: 

Eel l : 

Thompson : 

H. Jt . Jr: 

ThOJ!IPIOn I 
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food atlllllp plan t'rOlll Rochester 11' the banks put 
on this service charge. I am afraid it will 
develop juat like the social security trouble 

;.05 

did on the unemployment compensation payments. 
They will get the Whole community and all the 
banks so mad they won't even apeak to a Govern­
mont official and then they will call the Treasury 
in to straighten i t out. 

Except 1n th is ease the Treasury i s with the grocers 
and with agriculture and not with the banks . 

Nevertheless, I think it could be worked aalcably 
without all this trouble. 

V~t is your auggestiont 

This is strictly a banking problem and I think if 
the Treasury could get 1n it we coul d work i t out 
like we did tho agriculture problem. 

Will you call up Milo Perkinet 

All right. 

1\by don ' t you tell him what you did for aoci&l 
security. 

'l'he s&.l'te bank that is in this trouble a leo was in 
t he social security, and for ten thousand dollars 
deposit they are doing a million dollars worth of 
busineaa and perfectly satisfied, 

Will you call him up right awayt 

Yea. 

It 1e a good i dea. 

o. K. 

I wonder if you could oee Wr. Harris and me for 
about two minutes t 

Harriet 

Yea. 
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a.c.Jrz 
Thompeon: 

H. M.Jr: 

llut'tl.eld : 

l! . ll . Jr : 

Bell : 

- 11-

Yea. 

Lot me Just go over what wo have got today to ooo 
1t I ha vo ek1ppod anybody who wan ta to come . At 
10: 30 I am aee1ng the canadian ll1n1eter. At 11100 
o ' clock I am oee1ng Straeeele. At 11:30 Preeton 
Delano and the ethers report on the ecm1nge and 
goings ot one G1&nnin1. At 1:00 I am lunching with 
tho Pree1dont. At 2 : 45, Harr1e and Thompeon. 
3: 00 o'clock, Campbell , Klaue and Klotz. At 3 :15 
Colombia , and so to bod. 

I will sa:r right attar thie Cololllbla thing at 4 : 00 
o'clock. Bow 1s thatf 

Fine. 

Ia ovor;r'bod:r h&ppyt Have I lett you out or anything, 
Oe.n , tba t you want to c0121o 1n on? 

No. 
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Rl(Jr: 

Captain 
Ooll1ne: 

HJ!Jr: 

C: 

!llo!Jr: 

C: 

ID!Jr: 

0: 

I!I!Jr: 

C: 

HJ.!Jr: 

C: 

I!MJr: 

C: 

!ll!Jr: 

"· .. 

Hello. 

Yea , Mr. Beoretar1. 

!foYe•ber 21, 1939 
2:19 P•'"• 

Ooll1n a , I 1 ve read your memorandum. I had no oppor­
tunit1 to di acuaa 1t with the Preaident . 

Yea, e1r. 

I di dn ' t gat her Vhat you aa1d to me Juat before I 
l ett. You want to send a cop1 ot th ia to Vellest 

Oh, no . No , I have a u parate one tor hi• Wbloh 1a 
much briefer. !bat•a the Whole ator1 ot the case. 
One is goi ng to Velles -- baa gone , ae a aatter of 
tac t, ia practicall1 what ia contained in the laat 
two or t hree paragraphs or t he melllorandum 10u have, 
air. 

'l'hat• a all right. 

Because be baa been kept informed b1 -- by all mea-
•aa••· ..... 
'rhat' a right. 

•••••• ever si nce thle tranaaotion atarted. 

ll'ell Juet -- anything alee like t h1e, juet keep me 
informed i n the same wa1. 

Oh, I certa1nl1 shall , sir. 

'rbat• a all right. 

.Ul right, air. 

'l'hanlt rou. 

Ooodb7e • 
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KO'ftllbfll' 21, 1939 
2:4o P••• 

Operator: Go ahead. 

Guy 
Helver1ng: Hello. 

!ll-!Jr: 

H: 

~~Jr: 

!!: 

!!I:Jr: 

!!: 

!!l'Jr: 

H: 

!!!'Jr: 

H: 

IC!Jr: 

:!: 

!l!!Jr: 

P.: 

!Q~Jr: 

H: 

Hello, Gu:r1 

Yea. 

The Preaident ot the United Statea tella 11e ,ou have 
auJ:u•oned a Collector Hinkley tro,. Utah. 

Yea. He' e here nov. 

Oh. 

We ' re in ¥~ . Ranee• ottice . 

He's 1n Hanea • ottice nov. 

Yea. 

Ob , you • re giving h1m a hear1ng't 

Yea. 

I aee . 

The report shoved certain t hinga about t hat -- I 
thought he ought to be g1 van a chance to I had 
it up to Mr. Ranee last veek. · 

Well, vhan ,ou get through - you've made up :rour 
mind vbat :rou•re going to do, l et me know. 

Yea. .Ul r ight. 

Be good. 

You bet. 
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Captain 
Collins: 

!c.!Jr: 

0: 

!!l!.Jr: 

c: 

H!!Jr: 

C: 

:C'Jr: 

C: 

ID!Jr: 

C: 

~:Jr: 

C: 

C: 

Mr. Secretary •.. .. • 

Yea, Oaptaln. 

-';09 Jfo•e~~ber 21, 1939 
':58 P·•· 

I had a phone call trcm L o u i 1 John eon Juet about 
ten minutes ago. 

Yeah. 

And there'• to be a meeting o•er 1n the War Depart•ant 
tomorrow morning. 

Yo e. 

And I will go to 1t at eleven o •olook. 

1Coe. 

And Mr. Wilbur ot AlUIIll.num 1e allo to be there, ae 
well ae t he oh1et ot the Aeronautioe ot the HaV1• 

Thie plant that I spoke ot in the memorandum, Vby 
they are go1ng to try to put eome preaaure on to try 
to get some ot th1s ~late roleaeod. 

!Ught. 

So I'll be 1n touch w1th you attar t hat meeting, s ir. 

o. x:. 
All r1gbt, a1r. Goodbye. 
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Han11 wld IDI,Jr that be 414 not abo• th1a MIIO­

randua to the Praddant and that the •ttar waa 4ropped. · 
IGI,Jr told h1a that be wae 1all wt• about 1t. 
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... ,.,rmy ma m rps1pru1 

S..U.U ) ... I ef tho ClcWI leo rN .lri or 1934 ~ 1a 
parlal r.u-. 

ClD .1&DIIU ')' )1 aJid FebMl0"7 1, 19)4, t!w S.0.-.~'7 0/ U,. frM.,...,., 
w1th e~o appNftl. of tho l'r·•ddnt, •-c.l that U,. Uai~ StatN 
wOQld 1NIT ~r\ed JO].d at u,. $)~ price IUbjKt to tiMt npl• U..,. 

bo-.1 ...S... U,. Gold ......,o Act. U ~ - t1ae tho S..roi.AJ7 
ot tho "-•111'7• with t.ho •-al o! u,. l'rla14..,t, b.,...t ro,..h u ... 

;>ra•cribia&, - ou,.r t.h1zt&o, tho e<>DdiUoaa aadll' 11bicll 'old ~ 
be ~ ...S ...S... wllioh pld. -u be ~ loy tllo Ulliw.l 1\atN, 

'1M -•tar')' o! t.11oa -.v,., oith \boo apj)NW&l o! tho l'roald..,t, 

l>oo tho .._., a•t.hori\1 to r.....U or MC11t)' t.11oa aioti.Qc ~ aa4 

I'IC'Ilat.i ... nl&Uwo to t.lloa l.aportoU... of 101d ud tho ~looM loy 

tl>o bited Btatoe ef ~ 1old &Acl to 1apooo UJ' to... &ad coo­

diu... 0. the ea1e o! 1aportocl sold to tho Ua1 tod 8ta ,... -­

b .aothJ.ac 1a u. - vauv Act wldeb -u l1ait tho apl. _.. o1 
u,. l'rM14oa\ or tho I i\il7 o! tho "-OV7• leoiiw, UJ' ro.,U.. 

t.1ou l'i1a\1ai to t.11oa ~u. o! 1o1.t, or u,. oa1o o! 1-rW 
cold to tho hl.W ltatoe, obl.ob .... u- a 41..nal.Aot1• opiae\ 

a bol.l.1pnDt aJ.cbt raiN o q••U.- tho iato1'11&U~ 1ow o! 
-v..u.v. • 1~ ~u. to pvob&•• , o1c1 .c~..- tho !l'ipo.rtito 

,...... .., .... --ted - -v-.r ..... boOin' .. u-. 

I 
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INTER OFFICE COMMUNICATION 

oAn November 2' , 1939 

Secretary Morgenthau 

'Tin Loan• to Cnlna 

l. ChlnP n~eda additionAl funds to purch•oae more eou ll)l11~nt . 

7~ · -~5 ~llllon t 1ve- yesr Ex ort- lmoort Bank credit to th~ 
•<1V£rs•1 Tradln., Corporation 1s almost f'l!hAusted nnd the 
.~ lvers<l Trad1n~ Cor~oratlon has e tentat ive lis t or goods 
t o e urc~sed aooroxl matlng 475 mil l i on. Tnough theoe lt~o 

're not vital to China ' s oontinuetlon or the wer t hey would 
3Ubs t Mtlally strengthen her staying pour &;;.lllnst J~pan , and 
dec,· a~e her deoendenc e upon Russia n aoobtance. 

z. A credit could be extended to ChinP wi th future tin ohio-
•o•a to : he United Stat•s ao aecurlty ft ~ainst the loan. The 

_, ~"t- I~~ort 5o~k n~s very l i ttle left unco~ltted, but funds 
-oos~bly could be made avell ~ble by some Phltts !n loan• between 
~he ~xoort- Imoort Bank and the R. P. C. ; or the R. F.C. may be able 
to l end nn f~PricRn cornorPtion (The Un iversal Trading Coroora­
·t ~n) the tun~s wlth whl oh t o buy future shi pment s or tln. (See 
• Pnded me~o from the Le_nl Divlsion on that point. ) 

' • - e ~ve been lm~ortlng about } , 000 t ons or Chinese tin sn-
.• u lly. This tin is o ! inferior <!Ual1ty ( socet1c•s r~rerred to 
•• ~race C) , wh ich i s use~ for specific ~urnoses suitable to a 
lo• er grade product , We do not know how c uch the use or this 
tnferlor tin can be expanded ln t he Unltcd States ; nor do we 
:nov '>ow l ong 1t would take and how cuch cao1tal would be neces­
•• ry : or Chlna to improve the quality or the t i n that she ex-
• rt• eo ' S <:o co:11pet e 1'1th high grade tin COlling from the • 

3 tr~lts Sett lements . (OUr P~OCQ~e~ent Dlvlsion has undertazen 
; • test Chinese tin for ooeaible uses by the Un1t•d States 
J•v~rn~ent.) These are matters which should be dlacusaed with 
so~e or the large dome st i c tin users. We have contacted our 
·ov•rnment t in experts 1n Washington but get varied opinions. 
rhr Bureau of JUnes is begi nn ing a survey f or poos ible us es 
or Ch inese tin but the survey wlll not be tlnished for some 
D"nths to come. In vi ew o: the fact that Grade C tin sells 
~or only a rew cents leaa per pound then does th~ t•tter grade, 
1; apoears t~t the oos~ible uses are adequate t o conaume at 
l eaat 10 , 000 tone a year without any s 1gnlt i cant ~eduction in 
J)rlCP, 
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~ . The Cent ral Gover neent elates it now haa control over an 
~ut QUt ~t 13 , 000 t ons or tin, elmost entirelr Grade c, (10,000 
~~na in Yunnan nrovince and 3, 000 in Kwongai), This tin is 
a~•lted n~ar t~e mines by the Chinese but in ref ined in Hong 
Xonc by British refinerie s. Vfuether those r efineries wi11 
continuo to operate on Chinese tin for exnort to the United 
Stotos is a matter whlch r equires fur thPr 1nvest1gat1on. 

So long as t he French Indo-Chln~ route i s open the tln 
co •. lnt. from Yunnan can be del ivered, Should lt close t he 
;tnt&nl Government wlll be.able to ship very little tin to 
·n• Jnited States. 

_x·.orts by the Centrsl Governoent of the 3, 000 tons of t1n 
ro~1ced in Kwangsl -ill probably soon be bl ocked. The Japanese 

~ .e Juut 1nitiated a campaign aga1nst Pal<hoi area in order to 
<J~ -~~ 1\ne or co~~unications trow Kronga i to the port of shlP-

. ; , Though they way not be able t o advence very far into the 
_oun •ir.cus territory they wi l l probably be able to cut the l ine 
of c . un1cation eo that receipts of tin~om Kwangsi are uncer­
tnln durt n.,. the durat i on of the war. 

The average price of Grade A tin in Ne w Y~rk tor the 9Qst 
f1ve Y"~ l'& hao been about $960 a ton (it hna had a low of 
·7~0 ln :lay, 193g t o a high of $1, 1!0, A~at 1937) . Grade A 
tln is now Belling about $1,020 a 3hort ton . Grade C ttn sells 
ror nbout ~50 a ton under the price or Grade A • 

. e 1mpcrt mot e than 50, 0 ·0 ton a year . Great Britain , Franc e, 
:~t ;lether lnnds control almos t two-th1rda or the world ' s output 
n~ t"rou;h tho Internationel Ti n Cartel c ontrol uore than 

"; ptreent or the world' s sale or Grade A t i n. In view of the 
r~et t~·t Brttiah inter ests virtually control the Tin Cartel 
>~~ t 1n coa aumera would be greatly 1nter~ated in insuring aup-
l 1es outalde or the Cartel control. 

5. A loon could be arranged patented after the tung oU loan. 
c•c Univereal Trading Cornoration wil1 contract with the Ch1nese 
;overnonent to import lO, oOo t one during the next ten years -­
~e:lnntng pcaalbly wit h 5, 000 t one f or the comi ng yesr r nd 
• · •~ping it up ra~ldly t o r each an average of 10, 000 tons over 
n ten year period. Thls tin would bP sold to tbe American con­
sumers , noea ibly at a el l ght discount from the market price. 
Fi ft y percent or the dollar proceeds could then be employed to 
~ay lnterest and amortizat ion or the debt. That would not 
leo·•e the Ch1neae Gov ernment very much toreign exchange on 
their tin sales currently because of t he higb foreign exchange 
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coat ot ahipping, ref i ning, et c . 

DiYiaion ot Konetarr 
Reeearob 

It China can export 100, 000 tone ot tin to the United 
St~ttea oval' a ten 7ear peri od, ita total value should be 
in the neighborhood ot 175 mil lion aa i t ia not unreasonable 
to antioipate an avel'age pr i oe or $750 a ton tor Grade c t in 
during the next ten )'ears. A loan ot 135 mill i on might be 
reaa ible on that baaia . 

6. The r i sks ot financial lose t o the Expol't-Import Bank 
(or R.F.C.) are not great despite the war 1n China. RepaJ­
~ent would be Jeopardized onl7 it Japan deatrora the Central 
3overnment. It peace be made either d1reotl7 b7 the Central 
Jover nment or with a puppet goYernment wb1oh involves the 
Un area an)' governmen t ot Ch1na will be r eluctant to discon­
tinue servicing either the tin oil or the tung oil loans be­
cause ot their desire to obtain turther economic aaai atanee 
tr~ the United States during the ineYitabla period ot re­
ccnatruct i on. 

Tnc greataat risk i nvolved is the poss i bility ot the oes­
eat i ons ot payment tor the duration ot the war should t he 
Jaoaness oomoletely block Chinese outlets to the oute1de world. 
A further r iak ie that the Communists would obtain control 
over the whole ot south Chi na and would not meet the commit ­
menta ot the Chungking Government . 

Politi cal oonaiderat i one 1n this loan are, or course, 
uaromount and t hat the State Department wil l doubtless have 
defi ni t e views on the polit ical desirability or making the 
loR~ a t thia time. 

7. The next atepa in the consideration ot the loan might be 
the toll owing it 70u approve: 

(s ) Di aoua aiona b7 somebody in t he Treasury with large 
tin conaumera with a view to ascertaining the poaaibil­
it1ee ot uses tor 10,000 t ons ot Grade C t in, and anr 
aer1oaa technical oroblema that may ari se in t he con­
t empl nted a rrangements. 

(b) Obt ai n more detin1te i nformation with reepect 
to the poaa1b1li t i ea ot (1) continued ebipmonta ot t i n 
i nto Hong Kong; (2) the feasi bility ot oonatruot ing r e­
!1neriee en Oh1neoe terri tory, and (3) whether the 
Britiah will continue t o refi ne Ohineae tin tor export 
to the United St a t es. 

214 
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I 
Stnte~nt on the oroaoec ta or ~ePee ft ·e~red but not 

•1 ned by c:uneee A"'bassador; orl •! Ml 1 ven to secy. !!ull 

Daring the montha of July, 1uguet an4 early September, 

Chinen leac!era wre greatl)' diaturbec! by the threatening an4 

rapidl y changing aituation 1n lurope. they were approhensiTe 

of certain poaeible· cont1ngenciea: (1) that Groat Britain anc! 

France might be forced t o enter into acme understanding with 

Japan whiob miGht be detrt.ental to China' a war of reeietanoe: 

( 2) that theee democratic powra might g1Te up their Settle­

=-ents and Conoeaeiona tlbioh lla4 been the few ielande of refllge 

for Chlneee population and intereata in the occupied areas: 

ana (8) that they might eTen be compelled by Japan to close 

the In4o-Cbina and Buraa Routes to Chinese goode and munitions . 

Attar the publication of the Soviet-German Pact of August 

~3 , Chineae fears were enhanced by the additional poesibility 

of tbe U.s.s.R. coming to eome agreement wit h Japan, and dis­

continuing hor •terial aid to China. Piret report& of the 

so~iet-Japaneae truoa on the border war al most eubetantiated 

thoae f eare. 

It wae natural that, dur i ng those hectic months , Chinese 

leader s should cherish the hope th~t an early ending of the Sino­

Japanoee conflict might be br ought about t hr ough the mediation 

of the Preaident ot the ULl ted States before the situation de­

terioratec! too far to the dleadT&ntage of China. 

In an interYiew with the United Preea on September 27, 

Dr . \Yang Cbung•llui, Jlinlater for :roreign 1ffa1re, went so far 

ae to atata that the United state• waa in a faYorable poaition 

to aot a• mediator and bring tha ude41lared Cbin .. e-Japaneee ftl' 

to an earl,J ...., 
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two a.,. after tu abon 1Jltervi ew (Sept .. bar 29) , the 

JapaMie . .. baa117• Qobnan, 1J1 a written et at-nt, aa14J 

• .U 1a wll b._, the Japanoea Oovorno~ont oon.ei4ora 
the Uepw.t~ betwan China an4 .l'afii.D pvelJ a two­
part y oontliott not to be eott lo4 b7 the interTantion 
or aa41at1on or a t h1r4 part,..• 

In the . ... atat .. aat, the Japanaaa apokaeaan oh&raotar1sa4 

111nutar laq1 a inhniew •• China "1aplor1q .blar1oa• to 

ned1ata, anl azpreeaad the hope t hat the Unit al Stataa aigbt 

not "be thua tri oka4 bJ China•. 

21S 

I.a t he aeantt.e, oertain l arger a apaoh of the 1J1h rnat1o:Jal 

a1tuation ae .. el t o baooae a ora olar ifial, (1) !he Sov1at-

Re1oh Paot haa a pparantl7 lett a l eap and laat1ns woun4 on 

Japan , whoea pride baa b een hurt and Who hae now decl ared the 

.l.nt1-0oa1ntern Paot dead. ( 2) ! hie f eal1ns of desert i on and 

botra.J&l b7 her own all7 haa led Japan to hesitate - at leaat 

at t he pres ent aaaent, - 1n ueins foroa t o ouet the Br1t18h an4 

l'renoh f roa China. file Japan.eaa mill tar7 preuve on Shanghai 

and Bonskoq haa been t _eaporarilJ a aaad. (l! ) lh1le t horo hae , ... 

eoaa &IIJlOIIDOK reetr1ot1on C ohall&ill& &laoet ever7 week) of 

traneportaUon o·f Ch1JUtee war -tar 1all tllrougb In4o- Cbi.na, ao 

far t he J'ranoh r o-de, aa wll aa the ~ r ode, haa r ·-inal 

open to Oh1Daaa tratfio. (4) fila Soviat-ol'apaneea truoa haa 

turM4 out to be no more than a looal t ruoa , an4 there baa ba&JI' .. 

10 far ao atte .. t to Degot1ata a noa-aggraaa1on paot between 

the o.a.a ••• ..a .Japaa. 

All4 tllea, lulng -the tint -k of Ootober, the Chineae 
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,.,, ..... , ...... = ............ ·- ... ,.., " 
ott ... l.,.. - 't'l .. ..s .. or ca.•s•n wwo Ml-'nW ~-- d 

Obi•: u4 t:U7 snd17 elentea •1uoo Ml'ale. 

!no, 40 t.,. aft• tile oatbi'Mk or tu -....,... ..... ata 

ia srolllal17 I'MOTorlq b-oa :Ur oar11or apprAoul- ... 1a 

resailliq llor •ovaa• ... aela. u allo ... llo .. _.. or tile 

ris!lt of ._, tlll'cnap PNIIOh ID4o-cu- aa4 Jritllill 111na u1 

if eho OIA fiOII Uao to tin• 000111'0 1101'0 rS...lal u4 •t.rlal 

a14 fioa llor fiioKa abroaA, Ao wUl llo alllo to fte:Jirt • ru 

a f&1rl7 loq U•o to -· 

II 

fhio 4ooo not - thd Oh1Da a .. ireo no earl7 p-. 
If a peaoo oaa bo obtaiDol eiall allall Hot tile "- of ~lM 

ot tho .&.8or1ou Gon~llt ..a the £.-~rl ... pooplo. aD4 11111oll 

111a11 aot Yiolato tllo ~illoipl .. of the Iiao-P- !r...V, -

811011. a •-• wl1l. llo ••-' oap1'17 aeoeptea l17 Clt.ia. U -.ll 

a •- - llo oMo•rl ~DIIP ..uauoo b7 tile Vlllte<l. at.too, 
Chia Will an llooltato to ~ oull ..uau-. 

Jo - 4MU'oo ou11 AMrl- ..uauoo aore •-u, tll.u J. 

lor liON tllu two ~. I llian Moo opeealdlJII •• ito 

pooo11111Uloo u& &Uft.al.Uoo. !lion~ ot lM8t tM• ali-t;! 

utw:aooda\~ ......_ to ...UaU• l17 tllo v. I. tovu d 

1a till llllo-IQUOoo O.nlota 

(ll z-. 1aowva ....., ollo ~" ra llloll ••"att-. 
11111 .n 'M .. , ... to orftola117 ut re lt. J.o. nu.r. • 

" r"'• .., - ... - • ... • ..... ,..... - • e 

..... _ ...... Jl .,. --~ 
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•• • j~at peace• oaA aot be acceptable to Japan now. Japan 1a 

• - i o.a'• planntag to 11-u-.. e .. ~e -- b .... - _, .. ~ ... ~ ... - - y ea-.ng peace with a 

new •central" CbJ.Mea OOTan.ent of her own 8Aid.J18• 

(S) A paaoa acceptable to Japan now will in ~ probab111t~ 

bo aondesned by the liberal and r adical preaa of China and 

,L!:Ior ioa ae a "Par Xaehrn Jlunloh • , 'llh1ah will eurel7 brtna 

about unpopularity ~ &Tan atrong oppoeition to whoeoa~er 

eponeor e noll a peace. 

(4) It ia Tery 41ff1oult t o iaaglna a peace whi ch 1a accept-

able to Japan ~ wblch at the a .. e tlca will not Tlolate the 

eplrit of the Jtna-Powr treaty o; the .U.arloan doctrtna of non­

recogni tion of aituaticna created b7 force 1D ~1olat1on of 

ezieti ng international treaty oblisaticna. 

(6) Japan probably will re ject all euoh coaprcmlae deT1oee 

ae reoom.endel by the League of Jatione Ocmmlaaion of Inquir7 

n t h regard t o ltanahurta. 

(6) A recent ~ moat reaaonable procedure of j oint nee 

and joint aon~ent 1D a diaputad terri t ory na worked out laet 

year between the ~loan "ant Br i t iah GoTer u.enta with regard to 

the C~on &ad the Xndarbury Ielande in the Pacific Ocean. But 

auch an .. 1oable .. tho4, while working eat1atactor1~ between two 

powara of traditional tr1endeh1p and 1111tual unclaretand1na, li&Y 

not be applicable to two oountrioa of too great 1nequal1t7 1D 

military etre~h ana too deep-rooted autual euap1c1on and hatred. 

(7) Beoent hiator7 of the Jaropean peace efforte ot 

lephuer, UN. allOW& that it ia not enough to make tho weaker 

party t o tbe UIIPnte agree to nbatantlal oonoeee1one ant 

aaor1f1Ma. It 1a abaol.11tel7 nee .. ll&rl' t or the HUator C OJ'. 
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_.uat-) M 'lie ........ tv- \llw p-at lllll ....... tv 

l>riJIS til• ltl'..,.r .-t7 tv ltw M••• all& raawo•bl--. 

(8) fllw - nwut lllft¥17 hrillwr wllow \lla\ nwa a 

peaow wol~ wlp.- 'll;r tllw llMU of fov JH&t Jllr.,... 
POftJ'W aw -'lll.WM 1a JIZ Ulnl., tllw ,...., ...... ulwte­

of CaMilowl....UU after Wile ... _.. all tile p-eat \wrrUorta1 

I&Or1f1HW WU a odlla J~Z""iO"Aal;ro 0ea D ... ie, .. »- 1a \M 

rar -.n proT14w tor 'Mttwr all& -• wtfwe\lYW panat- ... 

-uo.., 
n .. w U t tlnlUww - •-r•'" llwrw 1A \llw w1Dowrw 

bopw tlld a truk rMop1Uoa ef tuww s..PlloaUoSI .aT 'lie 

Qaetal iD DQ:F wawprwllwaalTW ooaa14wrat1 0D of t ile , .. atloD ot 

Jawrloaa .. 41at1oa 1A tile ._,. ... ,.,.. CoDfliot • 

• 

Regraded Unclassified



.. 

Prepared by: 

0 

.. 

H. 0. Murphy 
Weeley L1ndow 

.. 

, \ I . ' 

Regraded Unclassified



TREA SURY D EPA RTMENT 
~20 

INTER OF'F'ICE COMMUNICATION 

DATa NoYeober 22, 1939. 

TO Be ore tarT ~r~~thau 

llr. llaa~ 

SUbJect: The llew J'1nano1ng Plan Inaugurated by the 1181!#. 

I. eu-·'7 e.nd Con0lue1ona 

The new UBBl plan 1nYolne the publ1o hauanee by local 
houe1ng author1t1ee ot e1z-eonth notea guaranteed 1n erteot 
by the OSHA. The et t eote ot the plan ae:t be ~u•d aa 
t Oll01181 

(1) Local author1t1es w111 p&J lower ratu ot 
1nter eet than 1t they borrowed troa tbe 
USHA. 

(2) The a&T1nga are only poas1ble, howeYer, 
beoauae the borrowing 11 done t or abort 
per1oda. There 1s a graTe queat1on whether 
euoh ahort-tera t1nano1ng 1& Juat1 t 1ed. 

(3) The net 1ntereat coat to the 1181!#. an4 the 
local author1 t1ea ooab1ned w111 be cona1de%'­
ably h1gber than 1! USI!A borrowed tor the 
aaae period and reloaned to local authoi'i­
tlea. I n other worde, the 1nd1rect uae ot 
UeBA credit U acre expena1n tben tbe 41-
reot uae. 

{~) Pr1Tate capital w1ll be tapped to no tu%0-
ther extent under the new plan than at 
preaent • 

.t. turther wea.kneu or the new plan Uea 1n the tact 
that add1 t1onal tully t~exeapt aeour1t1ea are created. 
Th1a 1e not 1aportant ao long aa the aeour1t1ea are tor 
short teraa, but 1t the plan 1a extended to include 1~ 
term 1eeuea, th1a wOUld be a " r1oua weaJmeu. 
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II. Description or the New Plan 

The new USHA plan involves the public issuance by local oublio housing authorities or temporary loan notes, which will matu re in six months and be noncallable. They •111, in erteot, be guaranteed by the USIIA through a pledge to loan the local authority the amount or the notes and interest 
thereon three days prior to maturity. The USIIA •agrees to 
cause the proceeds" or ita loan to be deposited et the bank at which the temporary loan notes are payable. 

The notes will be orrered to bidders who will have the option ot designating the interest rate, the denominations or the notes, and the bank at whioh they will be paid. The 
nntes will be whollY exempt from Federal income taxes , and in moat canes rrom State income taxes. 

The nsw plan is expected to reoult in substantial inter­est savings to the local authorities. The saving would reP­resent the dirrerence between the market rete or interest on the new notes and the lending rete or the USHA (currently 3-1/4 percent). 

It is not clear whether the new plan contemplates the temporary notes actually being paid ott at maturity !rom the 
proceeds ot USHA advances, or whether it is hoped to retund the notes publicly. A press release ot the Authority explain­ing the plan states that the notes • •...• will be redeemed !rem the loan advancea ot the USHA, aa they are deposi ted at 
the later date. 1 On the other hand, llr. Straus was quoted as 
~&ying that: 

1 This temporary small-scale tinanoing will 
proceed inevitably to permanent large-ocala fi­
nancing or public housing proJects with private 
funds, thus tapping huge reservoirs ot idle cap­
ital. 

"There is every reason to bel ieve that, 
within a year or two, most ot the hundreds ot 
millions ot dollars invested in constructing 
public housing projects will t low through the 
normal channels ot the orivate investment mar­
ket, relieving the Trea8ury or tbia operation 
and l isiting Federal pe.rtioipation to the sub­
sidies neceaaery tor l ow-rente. 

1 Tben, indeed, the alliance of business and 
Government in economic revival through housing 
will be cemented. • 
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III. Or1t1oal. AMJ.ya.h ot the Plan 

There appear to be two -.ln reaeona tor the adoption or u. new plan: t1rat , r eduction 1n 1ntereat ooata to the local 
author i tiee, and aaoond , t he tapping ot 1pr1Yate• oap1tal tor 
housing projeota. The relll&1nder or this ma1110randum will con­
ai der bow well these objectives will be aoh1eved by the plan. 

Under the United States Hcua1ng Act , loana to looal au­
thorities b.ear 1ntareet a t the - rate regardleu or matu­
r ity. It 1e oontelllplated that the loans wUl run tor a long 
term, and the 1ntareat rate ia aooord1ngJ..y set on a long-tara 
baeie, Mora apaoitioally, the r ata ia eat at not laaa than 
the rate spaoitiad in the last Federal Gonrnment bond hsue 
~1th a maturity or tan years or more , pl u a 1/2 ot 1 percent, 
On the t1rat ottar1nga ot the new notea, made a taw days ago 
by eleven local author! t 1ea to the amount or t 50 lllll i ona, 
the interest ooat aYaraged al1.sbtly lea a than • 6o percent. 
Compared wi th the current 3-l/4 percent lending r ate or the 
US!IA, the new plan wouJ.d thua proY1de aa•1Dg• ot 2.65 percent in the 1ntereat coat a ot the local author1 tie a. 

'lhls aaY1ng ar1aea because the local author1t1ee are able 
to borrow directly 1n the market at ratee 
obeaper than the USHA 1a on 1 te 
l oans. Presumably the would w1ll1ng t o make suoh abort-term loan a, but the statute doe a not perm! t reduced in­
terest rates t or aborter maturities. The uae ot USHA credit 
i ndlnctly, 1nataad or directly, geta around thla d1tt1oul. ty. 

The quaat1on naturally ariaaa aa to why ehort-tara loan• 
should be resorted to 1n the t1nano1ng ot project• Which will ultimately be aaort1zad o•ar per1ode ae long aa a1xty years. 
'!'be anewer aeeaa to lie in the eatabl1ehment or two financing 
per1ode, one ooyer1ng the period ot oonatruot1on, and the 
other covering the period ot uee. The new notes are presum­
ably t o be used aa a vehicle tor t1nano1ng during the oon­
etruot1on period. 

This separation tor t1Dano1ng purpoeea ot the period ot 
construction troa the p e.r1od ot uae 1a open to gran logical 
objecti on. 1Ja1rtng thh queat1on, bowenr, 1t ahould be noted 
that local author1 u .. h&Ya t o pay a relatively hlsb interest 
rate, e•en w1 th a USIIA guarantee , 'ft11a 1a eaeily 88eD b7 ref­
erence to the 1ntereet rate on other 1asuee ot aimllar matu­
ri ty. Early 1n • o•ember, •ew York State aold an 1asua or 
seven and one-halt month notee at a rate ot . 20 percent, and 
the State or PenneylYania aold aeYen-aonth notae at a rate or 
.44 percent. A tn daY• aco, the Federal InteriHdlate Oredit 
banka aold an 1a- or atx.-aonth notea at a rata or . JO percent. 
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Yoreover, the rata on the laet ieeua ot three-month Treaeurr 
billa was only , 02 percent, and certainly would haYe been under 
,10 percent it the term bad been eix montba, 

On the basis ot these issues, it ia clear that the USRA 
could sell six-month securities at a tar mere favorable rate 
than the ,60 percent pai d by local authorities (notwithstand­
ing the difference in the degree of tax exemption a ccorded, 
which is a relatively minor matter i n the caee or ebort- term 
loans) . Ae a matter of t act, we estimate that a s ix-month 
USHA issue could be sold at a rate ot about .15 oercent . Ob­
viously, the use ot USRA credit through the mediUm ct a guat'­
antee ia not ae ettic1ent aa it would be it used directly, 

Consequently, it would be tar .ore erricient ir the OSHA 
borrowed t he money and loaned i t to local autboritiea. This 
ia true, irreapect1Ye ot whether the money 11 t o be borrowed 
tor a abort or long term, and irrespective ot the rate to be 
charged to the local au tbori tie a by the USHA. Logically, the 
lo .. eet poaeible rate ehould be obtained tor 
the periOd t or whlob the money ia or 
how the benefit& or this rate should be Ql.at;rlDutea. },,A.,.~,,. 

rederal taxpayers , local taxpayers , and tenante or the local 
housing projects 18 one or broad public policy beyond the 
scope ot this memorandum, 

The alleged advantage or t he new plan in tapping private 
capi tal 1s w1 tbout foundation. The tact that the USRA, in 
e!t eot, guaranteee the loans ot local authorities means that 
the i eeuea are attractive to about the eame classes ot in­
vestor s as USHA aeouritieo tbamselves. It is interesting to 
note , in tbia connection, that the $50 millions ot local au­
;hority notes sold a tew days ago were taken up entirely by 
a banltJ.ng ayndioate, · 

An addit ional weakness in the new plan ariaea because 
the new notea w111 increase the supply ot tully ta~exempt 
securit1ea, whereas securities ot t he USKA would be only par­
t1ell7 exempt trom Federal 1noo•e taxee. 'l'h1s 1e not impor­
tant ao long aa only abort-term obligations are iaoued, but 
in t he case ot long-term obligations it would be a verr seri­
ous weakneee. At a time when the Administration is endeavor­
ing t o eliminate tax exemption rrom tuture 1esuea or public 
sccuritiea, it aeems unfortunate , t o say the least , tor the 
URHA to enoo11rage an i ncrease in the amount or tully tax­
exempt eec11ri ties outstanding. 
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WASHINGTON 

NOYelllber 16, 1939. 
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Ae request ed by 7ou, I a ttended a uot1ng or the ec-J.ttee 

on teoncaic Securi t;y beld this 1110rn1ng 1n tho office ot the Seere­

tlly or Labor. Those present were: The Secretar,. or Labor, Secre­

tary or AcJ'ic\llture, llr • .Utooeyar, llr. Utt.U, repreeenting the 

Att omq Oeneral, and 11;1oe1t. 

Tho Secretary of Labor referred to tho letter of August 31, 

19)9 !rom tho President wbi.cb, in effect, continued the lite or 

the COOillittee oreated 1n 19.34, and tho President 1n addition wrote 

l etters to the Secretary of Labor, tbe Secretary of the Treai!Ul')', 

the Atto~ General, the Secretary of Acri culturo, the Secre tlly 

ot c ...... rc. and llr • .Utlleyer ot the Social Security Board, a sldn g 

thea to serve Cll this e011111ttee. 

lliee Perlc1ns etated that !he waa deoiroua ot at~ oenral 

&at tore wbi.cb were before the Board, _..e or w!liob were there by 

reaaon or i to or1g1nal etud;y of the eocial eecurit;y probl.es and 

other o were there by reaaon of t ho President 1 • reference. She 

said thet t he President bad aeked thie eOIIIIitteo to otu<tr tbe IIAIV 

old age and health ec~s w!licb had boon preeented , She said that 

the President bad aloe reconstituted t be IJ>ter-depe.rtment al COIIIIittee 

on Health a d ll'eltare, b~ by lliao Joaeplline R<>cbo, IIIII aaked 

thet that o-ttee coord.1.ot.to i t a wort t~ tho ~ttee oa 
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next !• 80ntbl th11 D>ter~tel c-ittee would rablit 
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Sba tben a aid that tbo PruicMl'lt bid asked tbo Tl"a&IU17, 

tbo Post Ottioe Clcl tbo tabor ~to to ltl>IIT - qu..Uan 

ot the sale or annl11t1oo br - Fecloral Ooveruomt. 11111 Pcrk1nt 

ellked ae 1t I bad ll&cle a.v stu"' ot the question or tbo ulo or 

anmdtiee and I tole! bor tbat I blcl belll otu<111Jtc tbh oubjoot 

tor the poet two week a. I &leo cq>loinecl what was dono 1n 1934 

when tbe .at tar ot Mlling Oovem.ont anmdt1ea n a uncler' con.­

e1cleration br - Congress 111>en it bid before it tbe original 

Social Seeurl.V bUl, but betoro tho b1ll cot t.llro1olh tho two 

Houses tbo provioion tor the ealo ot Oov...-nt anmdtiea no 

elia1notecl. 

11111 Perldno then sajd that llbo wouJ.cl liko to a- tbe 

status ot tho 01ci..Aao Rosez-re .tccOWit and ju.lt wbat bapponocl 

to tbe 11011q tba t tbe Trea811r7 •• c~cUng unclor tha prov1 aione 

ct tbe Social Seourlcy .tct, I o>q>la1necl to the c-ittoo juot 

what hac! been clone with tha .x~q that we bacl collected up.-to-clato 

and would cont1n11e to colloct up to O.C..,... ll, 19391 that bocin­

nine J.......,. 1, 19~ - plJi. .. cban&ocl .... br tho --to 
ot .tucaat 10, 19)9 but that - Mtbocl ot 111ft- t a1&11t con­

tinuo on about tbe - baaio ao 1t bid in tbe pelt ,,..opt -t 
instaacl of boariJIC an interoot r'lto or t.br'ee per clllt, tbe oblip­

t1ona -.lei.,....,. an 111toreot r'lto .... oc.paro!llo to U. anreco 

roto of ~It ca tbe pabUAI -· 
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Sbe then aeloed llr • .Ut..,.er to co onr the MIQ' det&Ue thet 

be bad been etlld.J1DI tor the !*It t• -.ths am which thl.a c-itt.ee 

should e<lls!.der within the -..the to co•, He stated that one ot the 
• 

questions before tbie c:c-dttoe would be the IIIOOU!lt of Federal grants 

to states for ol.d-qe &ssietaoce and children's benefite, Ro also 

&llid that the ,..,.~e now bo:1 rg built liP under the ~t 

cecpenaation Act -ad han to be considered ao 'ftlJ. u the -t 

which a participant could draw durin& the period specified in the 

law. He agreed to prepare a memorandWII on all ot those points ond 

circulate it to .,..,bers of the eo-ittee, 

lliss Perldno thon llid that &he hoped the -.hers ot the 

Coo=ittoe would be prepared to •et &pin ear)¥ in Declllber ond 

pouibl¥ ear)¥ in January to tolW.Ilate these various progras, 
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(a) -..uac P" .. Dt. be~~eflto w...,. pao~ 

(l) Acrlcv.ltwral Ulll c~ ... u .. ~·· 
(b) llll<1DI b&Datitl .... acl~-t.a 

(l) Variable ll'l't.a w at.at.ao 
(2) lllle-.plOJMBt C-D8&\10D beDeflt.a 

2, CrMtiDC 1111 t,peo at be~~efit.a 

(•) Var1ou rora of pabUc aaoll-. 

~~~ ::i.~·=::..... b! Wlcal aaollt.~Me 
(b) Poraz>Ot clllablllv 1u~ 

(c) '1'1~ cllooblllt)' 1u.....,.. 

(cl) llaaltll iu......, • • 

(a) Stat.& or faclaral edp!ntatn.t10D 

(b) C«m'<•UOD of exliUJI& aclp!Dtotro.tlft ........,...t.a 
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'l'ol 

J'rOIIl lfr, I!Mto 

l. On December 10, 1938, tho Prooldont, 1a coDDoct1cD with 
bia conald.erat ioEL ot a harbor illproT ... nt proJect, 41.recte4 the 
Socretar.r ot War to ba .. a otuAT made in coopor.t 1oa with the 
Comarco and 'frt...,lll'7 Departmonh to ooo 1t tax pla.Do oould be 
draw \IP t ·O collect troa the uaere ot rinra . barbora u 4 eanal.a 
oo ... belt t ho prooct coot to tho J'odoral Oon..,..nt of oporati.Dt; 
ed ea1Jlta1ni.Dt; watezvq 1apro.,._,to and aldo to D&rlpUon. 
!bla vo\114 •ean a441 tloa.al \:axe a on euch uava of about 
$23 .000.000 &DDuall;r. 

2. Plu'o~~&~>t t o thlo letter tho Socrotar.r of 'tar -., tho 
Treeouzy Department to appoint reprooantat1no to ., 1ntor­
departmootal cc,.1 ttee. I appointed Eo7 Blo\l&h and l'b111p l"""4: 
to eerve on tbia eoa.dt tee. 

3· 'l!le Coulttee boa held oeftral ,. .. u"40 ond h expocUo.g 
to aereo to4Ay on tho wordio.g of ito r eport. 'l!le report 1e to 
be 11o>o4 by tho Co..tttoo aoabero and tronoalttod t o the 
Prooldent by the Secretary ot War bo!oro Docoabor l, 1939· 

4. '!be report o! tho eo-Htee will probabl;r deocrlbo two 
altornat1TO plane tor 1Jtrpoe1Dt; &DDual tu:eo •olUUl'ed 1>1 tho 
to- (loo.gth or boroepover 1n aoDO caooo) of nuelo ._.d 
In 6D1 !ora of water traneportd1oD, top thor with !too tor tho 
pouap ot loclta. Prot-.o will bo exprouod bT tho Co..tttee 
t or one ot the plana. 

5· !ho oantta.Dt of tbe Coaaittoo l o ocainot tho tapooitlon 
ot ap"lal. ah1pp1D& t&%el of the ah.e UDder conalderaUon. 
Rovenr. D.O recom::erulatlon will be -.de recar41DC their 
deolrab1l1tr, a o i t lo deeDed that t ho Proo14ont 1o letter 
preclu4ea a reco ... n4at1on -ca1nat auch taxation. 

6. A. copy o! tho propooed report will be aftllable 1D " dq 
or two. Mr. nouc~> and Mr. I- would Uh to haft your approTal 
tor tbem to ol~ the report or rour inotructloDO !or other action. 
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Doar Mr. Socrotarr:-

COPY 

!!II IIIID lOUD 

Doc .. bor 10, l9JS. 

I havo ;ycur letter eaclcoioc ropcrt on 
northeaat Ra.rbor. Ka.lne • 

.Aolaittedl7 lforthoaot !!arbor 1o 1111d. al.1110ot 
1nUrol7 for SluDer IUlcl>oraco for the ploaour1 croft of 
s,.....r 'rioUcro and. for 'rioitiJlc ploaouro croft cluriJlc 
the SU...r eueon. 

011 two prertoua oeCNlona I han tried to 
enllot tho aiel of tha l!c&rcl of Jtacinooro for IUvou and. 
Barbero and. the Cbiof of ~ooro 11> an effort to rod.uco 
the aru1ual sal.ntenance e:ppropr1aUou tor our r1...-era and 
harboro b)' f1D4ill& a fo.--1& of tooxe.Uon llhich vo'llld. 
return at leaat a part of the annual coat • 

.la I .--ber 1t, tha &I1AII&l aainteD&Dco 
coat i a betveeo e!xt7 and aeventT million dollara -- a 
cilroct charce ~ot tha ~••OVT· 

I oUll think that ve cu&bt to sot returned. 
tc uo at loaot half that ...,.llllt, and. I ouuoot a otn47 cf 
two poealble VaTI of revenue. 

'l'ho firot vould. bo a nq oaall ancual. 
tonuco tax for ccaatvioe ohippioc and. a oc•owhat larpr 
to~W~C~ or ovor-all le>cth tax for ploaouro croft llhich 
aro propollocl either 'b7 oail or ansiJ>oo. 

!hio tax ohould. bo ual.l eDOu&b not to bo 
1n AZf1 wq 'bv.r4.el180ae or to retard coutal 008Dirca. 

Dlo oaCCN>d. tax could. bo ccp1o4 fro• tha 
:Srl\ioh .. thocl. .la I llllclaroteDd. lt, thq havo 1D ovoey 
harbor of Jtacland. llhich haa buo;yo and. anchorapo, a 
opoclal. port t ax tor ploaouro croft . ID crulotns alons 
tho :Sritloh coaot ill a oailioc ;yacht or cohl a. crnioar, 
the h.vbor aaate.r rove out to 7our boat u 10011 u ;rou 
anchor and. colleoto a ual.l por t charp - ao lew. 1 
think, ao oixponce tor nq oaall boato and. rua.nlns ~ 
to too. ohlll!a.co or a pound tor 1arcer ;yachto. ID thooo 
tvo ....,., !l'r1n1\T Bou.oo collecto 0110u&b aoa.q to aala.tain 
the 4red.ce4 ohe••• l •• the 'bao7• azul other aida tor 
na'riptloa. thro...,..ut thair JvioclicUon. 
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h repnl. ~o tho i 4 .. ~t our Couto conoUtute 
voat vator p&rb ud ~t the 'bol0t1DS pu.bllc oboal4 bo 
tr•to4 U b tho anto!IOl>Uo public 1A cur kUow Parka 
11 a boaut1.tu.l t hocl')' ""r~h7 of '" sreat llatioD vhi ch cu 
prod do onl')'thizlg free for ito ciU&IODo. 

ID repnl. tc tho llat1ow Partee, I han alW~~T• 
bun of tho opi.DioD ~t thoro ohoal4 bo '" 11oall entrance 
fee. J'or eJ<a~~Plo, if tha 500,000 pooplo vho 11.oUo4 tho 
Yollovotono National Park in 1937 ha4 paid tvoDtT-fiYo 
centa apiece, tho Park 1ervice would have rece1Ye4 
$1.25,000 -- probablT $1.00 ,000 of thh bo1De not, and 
thio voald han sono at least port WilT to •cot tho .. ,. 
hoayY expiODooo of mainta1D1Ds Tollovotcne . 

I w1oh TOU woald have tho ..,olo oubJoct ro­
otwUod 1n conJunction w1 th tho Dopol>taODt of Cocaorco 
and tho 'l'roao1U'7 D.portcaDt and ooo 1f ooao plan can 'be 
eYOlYt4 Warab7 ve could get re..nue of t.,.nt.J-fln or 
th1rtT aillion dolloro a TO&r tcvard tho aailltaD&Dco coot 
ot ov c.b.amlela u d harbor work. 

ID tho Mtter of liorthoaot ll&r'bor, Xaino, I 
.., appro1'1nc t h.io pe.rtlc:ular proJect, with tho roquut, 
hoveftr, that the Chief of IDgiDMre tl')' to work out 
vith tho local autborit1oa tho romoYal of all oov~ ducp­
illl! into llorthoMt l!&rbor. 

J'urthor1110ro, I Yl.oh t ho Corpo of lllg1Dooro 
voUld otud,y a chance of policy i n tvo roopecto -- t1rot, 
docl1n1na tc appron proJocto for yacht anchoragoo unleoe 
theae yacht anchorage• are 1a. tact a part of co•erclal 
horboro and 1Dclu4od 1D tho vorl< of proYidinc Mchoro;:<~ 
tor commercial Teltela. 

SecoD4, a roetudy of thou proJocto wich 
call for 4rods1Dg and Milltoll&llco of abort ch&llnolo 
loo41DS troa ll&1n ch&nnalo up tc a oiDSlo factcJ:l' • 
lu:aber wharf, ete., ete. It •••• t o • that D.O pr1Yate 
co- ahould ha.o tho rl.&l>t to daaaD4 throu&b i to 
M-=bor of CoDUeoo ~t tho GoYOI'miOllt 4r~ a chlu>nol 
for w10t h ooo-=tiallT onl.J for ito OVll uoo. If o a1D6lo 
pl-=~ h 4ol1borotol;r located up a crook. it oll#t tc 
PI¥ tor ita ovn accea• to the main chau.nel. 

'l'ho HoDorahle 
~o S.orotary of.War 

-I.DctOII, D.C. 

Very Iince rely )'OVt, 

( eijlllo4) 

JTanklin D. BooooYOlt. 
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...., Ya.c 8TAn COU.... or *'--~CtATV•a 

~n.IIUIL ~~ 8TAno.t 

CORNI!l.L UNlVUisiTY 
l"ftiUoCA. ..... ~ 

OD"....ntiMT or .-....cuUVIl.M. .::O.OWtce AND rAMI tto\M~_,. 

Nov .. bor 18, 17)7 

The Honorable Hanry ~orgenthau Jr . 
Soeretary or tho Troaaury 
ltoohll>&too , D. o. 
Do OJ' Htlll')': 

Pereonel 

~(. 
~· 
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Arter rou han tille to a-t ot roJ&ht ooo4 oi'OWIII, llcRoJD01da 
or HUl ou toll J'COl ot tho omit1118 donlo-11\a or tbo paot 
weak in t ba relattona between the :ram Credit A41l11l1atr at1on and. 
'the Dept.r'tmC\ Ot .t.grleul"ture. A. ftf7 aer1CN.I atatake bae bMD 
a•erted a t lMet tmpore.rtb. and \be dec1a1on ot 1!1e1r f'UtuJ'(I 
relatlonabipa baa been lett to a cCIIIZiittee of Wblo.b, I a.ndernand, 
you are a eeber. I atncerelJ bope that l:.oReynolda..,. be in­
cluded becauae be c~binea e broed oYer-all knowle4gt ot eo••ra­
ment ed=inlatration with experlance 1D the praotical operattao 
or ~o•ernm.nt department • • 

I hope that you and tlre. Morgoothau enjoyfod Arizona aa much 
aa wo did and that you haTe returned in tbe beet of condition . 

~bi,~~ 
.. ~~.0 
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TO 

subJect: 

TREASURY DEPARTMENT 

INTER OF'FICE COMMUNICAnON 

DATa NoYember 22, 1939 

S. eoretar~::genthau 

Mr. Ha;m-

Wbeat export aalea and other aarket data troll the 
Federal Surplus Commodities Corporation, 

Oct. 31: Export buainaae in Manitoba wheat vaa the beat 

Nov . 2: 

in aaYeral dare and eatiaatad aalaa vera about 
1,000,000 buahela, for ehlpllant to the United 
(ingdoll, Copenhagen, Norvar and the Continent. 
SJdniJ, Auatral1a, cables indicated that about 
17,000,000 bushels or the 1938-39 wheat crop had 
been acquired b7 t he Australian goYernment, and 
ot th1a &llount 10,000,000 buahela haYe been aold 
to the English goYernment at about 48 eente F.O.B. 

Since the war started in Europa, Argentine export­
era haYe cleared wheat aa t ollowa: to the United 
Xingdoll 4,34o,ooo bushels, to the Continent 
8,535 ,000 buehela, othera 11,784,000, or a total 
of 2~,659,000 buehele for eight weeka. 

A good deaand was reported for Canadian caah wheat 
with eati ... tad amounts or troll 700,000 to 1,000,000 
buahela having been sold for export. Large ordera 
were aaid to haYe been receiYed troa the United 
11ngdoa, 

It ia thought that Canada will aake a aaJor decision 
Within the next two aontha on ita war-tiae wheat 
poliOJ, The goYernaent Will decide if it ia to 
continue the preeept open trading in wheat or auapend 
f uturea trading on the Winnipeg Grain Exchange and 
conduct all trading through a central agenor. rara­
ara organizations faYor oloaing the Winnipeg Exchange 
and dealing with the British burer through a central 
agenor. 

Salea of Canadian wheat to lurope the last two d&JI 
are eattaated at between 4,ooo,ooo and 5 ,000,000 
buahela. Late toda7 it waa reported that England 
had bought 7,500,000 buehala or wheat from Argentina 
at 4~ oenta r.o.B. boat. 
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Seoretary llorgenthau - 2 

HoY, 6: 

1/0Y. 7: 

NO'f . 8: 

liOY, 13: 

Export aalee or Canadian wheat are eltiaated at 
~00,000 buahele, a oatly to the United lingdoa. The 
Greek eteamer N1chola1 11. Eabrico1, aunk in the 
Englieh channel, carried 256,000 buahele or Aaerioan 
wheat . 

About 300,000 buahela or United state• oorn vaa aold 
tor export troa Montreal. 

Norwa7 le report ed haYing a eteuer en r oute to 
Albany, New York, due t o arr1Ya NoYeaber 9, to take 
200,000 buehele or No. 3 M&nltobae and No . 2 Canadlan 
weetern rye to hoae porte. Export e&lee or Canadlan 
wheat reported at about 4oo,ooo buehele . 

The ability or England to aeoure large quantit1ea 
ot wheat troa Australia and Argentina at Yary low 
prloae le considered in Canada t o h&Ye plaoad the 
Oanadla.n goyernae nt at a blg dlo&dYanta.ge in deal­
ing with the Br1t18h buying agency. 

A large bueineea vaa done ln Manitoba wheats With 
the Englleh goYernment buying approxiaatel7 
},000,000 buehele. Sinoe NoYeabar 1, Great Britain, 
it i e eatiaated, baa taken aore than 8 , 000 1000 buahela 
ot Canadian wheat . The Continent bought about 
300, 000 buehela or Canadian wheat, 1oae in etore and 
ecae tor later ahlpaent. 

Export flour aalea rroa the Unl ted State a h&Ye been 
Yery llgbt the paat tew weeka . 

OYer the week-end 1t wae reported t hat the Onlted 
llngdoa had taken three oargou or about 750, 000 
bulhele or Kan.1toba wheat . 

Prell report• 1nt1aated that Bra&1l aay bu,. wheat 
euppl1el 1n the Onlted State• becauee or untaYor­
able exchange con41t1one between Brazi l and t he 
Argentine. It 1e elt1aated that the Bra&1lian 
requireaenta are about }0,000,000 bu1bela annually. 
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Secretary Korgenthau - 3 

Nov. 14: No ealea or Canadian wheat reported today. 

Nov. 15: 

Nov. 16: 

Nov . 17: 

Sale• or 280,000 buehele or corn ware reported 
made ror ahipment rrom the Gulf to the Netherlands . 
tt wae aleo reported that a !air amount or South 
African corn 1a being received in Antwerp. 

The Northwestern Killer reports that Southwest 
mille booked orders equal to 28 per cent ot mill­
ing oapao1ty aa ·aga1nat bookinga the pravioua veek 
ot 59 per oent ot oapaoity. 

Argentina reported that Britain had recently pur­
ohaeed aeveral oargoee or Argentine wheat. Export 
aalee ot Canadian wheat today are eetiaated at about 
500, 000 buahela. Soae good !lour ealee vera aleo 
reported, but the amount val not aade known. 

About 115,000 bushsla or No . 3 Manitoba wheat were 
sold to Norway from Vancouver, B. C., and a ship 
waa chartered to take 300,000 buehele ot grain trom 
Albany to Scandinavia. The cargo vill ooneiat ot 
Canadian wheat and rye and some United States oorn. 
tt ia nov reported that approximately 2,000, 000 bush­
els ot wheat and tlour had been taken by the United 
Kingdom at Winnipeg on Thuraday. 

After the oloee today it vaa reported that a cargo 
ot American corn had been worked troa Atlantic porte 
t o Scandinavia. Lately Svitzerland baa bought large 
amounte ot Argentine oorn, and the corn will be 
eh1pped through ~noa, Italy. 

Nov. la: It ie thought that purohaeea by t he United llngdom 
ot Ca.nadian wheat have averaged about 1,500, 000 
buehele per day during the paet tvo waeke, and it ia 
understood that they expect to keep buying on th1a 
baaia tor eoae time. 

Export inquiry tor United Statal corn continued, and 
aalee over Friday were reported at about 250,000 buah­
ela vh1oh included a eaall cargo worked trom the Gult 
to Holland and aome additional bueineae trom Albany , 
daatined tor Scandinavia. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISIOH 

WASHINGTON 

NO'Ielllber 22, 19.39. 

A conference waa helAI. in Ule War Dtpartaent, at. 'llb1ch 
•re present., General Aznold., 0>1et ot the AZfll( Air Corp; 
Colonel D7rnoe , !roc the Aasbt.ant Seoretuy•o Dttioo; t.o 
representatives !J'OII!I Ule 11&..,.. Air Corp; Mr. Wilber or the 
.1.1\IIOinum <;c:D]l&J11 ot America, and Ule Director or ProC\In!llellt • 

;:37 

.I.e a reeult. of a cililcuaaion of Ule probable require­
Clenta of the French ()averment., it wao &£l'"d U>at a report 
would be lll&de t.o Aeeiat.ant secretary Jolwoon, eusgeat.ing U>at 
the ~ench Ambassador indicata soae repreesntatiw of the French 
Oove......,nt 'lObo could apeak w1Ul authority ae to the qumtity 
ot &lumin\DD plata U>at would be required. 

It i e anticipated U>at a -ting !or a cililcuaeion or 
th1a representative will be held. the earl,)' part or nut week. 
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OHJI llA RKET llEE'l'DIO November 22, 1939. 
2:1S p .o . 

Prosont: 

H.U. Jr: 

Cell: 

M.• •• Jr: 

Bell: 

ti . ~~ . Jr: 

ilell : 

1!.~' . Jr: 

Bell: 

H.H. Jr: 

Bell: 

llr. Harrison 
llr. Bell 
141'. Haas 
ur. Murphy 
l·!r . !Iadley 
Mr . !lanes 

\'loll, Mr. Bell, what does it look 11kot 

\'/ell, I don't know whether you want to go over 
the balances again, llr. Secretary . You reo~bor 
l ast time we discussed t his problem we had in the 
picture 2SO million dollars for !!FC and 450 million 
dollars tor the Treasury billa, beginning late in 
October and extending through tho first two weeks 
i n Decet:lbor. 

Yea. 

We got out of that picture lSO million dol lars i n 
bills . Now, if we raise SOO million additional 
cash in December, that would be 175 million dollars 
since we got 25 million RPC , so wo have about 200 
additional money th~ they contemplated on our 
lllat entima t e . \'ie woul d go into December vtith 
about a billion four, and go out of December with 
about a billion 660 million. 

How much? 

A billion 660 million. That would carry us into 
Unrch, taking out the United States Housing Authority, 
about a billi on 350, a good balance. 

Now, you coul d l eave th is at 500, JOU could cut it 
t o 400, or you might cut the March. We con teoplate 
600 million in March. 

600 in L!arch! 

Yea , we contemplated 600 million in !larch. SOO will 
give you a healthy balance, but not any healthier 
than we have had in the past. 

What do we do on the 15th or December? 

That ie one ~uestion I wanted to ask you . 
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Har •lson: 

H. t.! . J r : 

!loll: 

H:. \. . Jr : 

Dell: 

llarri~on : 

:I.' . • J r : 

.lnrrl :son : 

Bell : 

H.J . Jr : 

!lell : 

H. :J . Jr: 

- 2 -

Doeo that bother you? 

In the past we haven't liked it very much. 

(Diocuaslon off the record) 

I kind of like to keep the thing on the 15th, 
quarterly dates, i f rte could, 

'llle date really isn't important from the stand­
point of the security , llr . Seoretar:; , because ••• • 

I t would be silly t o have someth ing on De cember 
first . 

':'bo a:aturity wouldn't have t o be on December rtrat. 
You could have an o dd first cou pon and after that 
hllvo it come along regularly. 

~ke it ~ture on the quarter date, that ia wh at 
we wou l d want to do . 

\'le have been vcorking in tho nnrke t so lone to stop 
these issued quotations , anyYtay, anti are ll\Bking 
some prog ress . I think if you hnd two weeks between 
the dat e o f the i ssue and the effective date , it 
would invite necessarily o. good doal of trading. 

How would you like to have it? 

I don ' t know tihethc r it would be too difficult , but 
it a oems to me you could issue it on December f irst 
and then have it nature on t he quarter date . It 
would be botter. 

I think it ..-ould bo better t o have 1t i s s ued on 
December 15th than Decen bor rlrat because you a re 
doing this on llovembor 28th. It only r ives you 
t wo days. 

Oeconbor ten would give me Civo days to the 15th. 

1'/e hnve a lways allowed seven or eight dnya after 
the notice to the issui ng date. 

December l Oth i s a Sunday, anywny. It woul d have 
to be December llth. 
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Harrison s 

H. ~l . J r: 

F.arrison : 

!! .H. Jr: 

Harrison: 

II ,!J , J r : 

Har r ison: 

.u .M. Jr : 

Bell: 

H.ll .Jr: 

Har r ison 1 

H.M.Jr: 

&rriaons 

- 3 -

Couldn't you do i t , Mr, Secretary, aa or the 
15th, only use your baaia without - juat post­
poning your announcement! nhy do you have to 
do i t now? 

Oh, I want to get 1t out or the way , 
I 

George , I don t know how you feel, but thinga 
are qui et and· the Government bond market 1o 
boominc and nothing 1n the orting and I Just never 
k.now - I don 1 t know, I thouaht to mya&lt I was 
s itting on a keg of dynamite. I don 't know what 
1G going to happart . 

I am a week orr , really. 

I have another reaaon. I don 't want to do approxi­
mately two billion dollars at one tl..me and that 
ia t he more 1.cportant reaaon. 

I aee . 

That is the real rel'oson and that ia why I am 
going to do this, and I thoucht maybe nround the 
4th or the 11th or the 6th or the 12th we mi ght 
do the refunding and then Yl& are through until 
the 16th of March. 

I think that ia a good program. My onl y point 
waa the long period of aalea on an i asued basis. 

Bell will work with your offi ce • 
a damn wbe ther 1 t is the ll th or 
will leave t ha t to you fel lows. 

Yea , we wlll thrash that out. 

How 1e that! 

I dcn 1 t g1 ve 
the 15th. I 

Tbat is tine. I would prater to do that , anyway , 
because t he others know core about the technical 
problema than I do . 

o. K,? 

Su1ta me . 

• 
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F<>ll : 

H. L! . Jr: 

Bell : 

H. L; . Jr: 

Sell : 

llell : 

2U 
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In talking w1 th Hadley and Bob Rouse and a few 
other people , apparently the mArket is thinking 
of a oecuri ty some place Yli thi n the e i g)1t to the 
twolvo-yoar period, and of course their purpose 
1o for a defini te maturity . I think the1•a a r e 
throe of those out , but they are always prepared 
I think , to take one with a call period, which ' 
I think from our standpoint would be better if 
you thi nk you mi ght liko to reopen it on the 
refUnding of the Uarch maturity, 

I don 1 t wa.nt that. 

You don 1 t? 

llo , I don't think it is exactl7 fair to these 
fellows to sell them and than to f i gure out a 
maturity and then a week or ten days later you 
cooe along and increase i t by a.nother 500 million. 
That s ecurity will g o dolm. 

I think that i s a sound objection • . 

It is all ril!;ht i f you do i t aix months f r or.t now 
vthon the thing i s well seuonod, or o year from 
now, but vrhen you just have it out and 1t i s in 
season and add ano ther 500 million, it is too 
close . 

Well, would you want to f1x 1t so tha t you mi ght 
reopon it, say, 1n March? You oucht to have a 
call date if you ever contemplate reopening i t , 
becau~e if you put 500 million in one day you 
wouldn ' t want to 1ncreClee it more than 200 erl.llion 
at the most . 

Let me tell you without havin& talked to anybody , 
what I had 1n mind, and you can ahoot me if you 
want to . I hAd 1n aind aellinr soaethinG over 
f1 ve years , see , with a fixed maturity nnd then 
eominr along on the Llarch retunding and offering 
them a fa irly l ong iaoue bond With an a lternative 
for a f ive-ye ar note. Than i f the note doesn't 
go verv b i g , subsequently, "" can add to it, but 
we donl t put - it gives them a choi ce of two t hings . 

I think you have got to give them a choice on the 
Mar ch maturi ty ; it 1e too bi g , otherwise . 

Regraded Unclassified



• 

H .~~ . Jr : 

P.oas : 

H. M.Jr: 

!loll : 

P-. t~ . Jr: 

J'.anes : 

!! . J · "'r : 

2ell : 

i . . l! . Jr: 

llell : 

!:arriaon: 

.>&11: 

~dley: 

Bell: 

Harrifton: 

Bell : 

242 

• - 5 -

Some of you sharpshooters shoot at that . 

You want it long enough, Mr . Secretary, don't you, 
so that you wouldn't cut t he coupon under two? 

On the long one? 

Tho 500 million. 

I am just a tudy1ng. 

When you say sooething over f ive yeara, what did 
you ~vo in ~d, how ttUch over five years, d epend­
inn upon the rate? 

Thia ia t he first tiae I have tho~t about i t , 
John , just now. You could eo .••• 

•• . • eo e l even, probably, eleven years thr ee ~~nths 
to throe percent. That would bo Kn rch , 1951. 

\'<h ich canes at a f'airly good time , d oe an 1 t it? 
I t i s n't so crowded. 

There ien1 t anything occurring on !Jnrch 15th, 1951. 
A call period is in there but t hn t ia - December 15th 
i s a blnnk date. 

On the basis of the present year, where does that 
put the premium? 

Around 101. 7 t o 13. Probably, aa Hadle y says , it 
will be on the up side because generally wa have 
had an under-priced security with a definite 
maturity data, haven't wet 

That 1s right. 

I t i s a little more popular than we figure when we 
haue. 

For some while I have been favoring in my own mind 
a reduction from the premi ums tha t you were giVing 
on the new iaauea . I think it has been pretty 
rich , frankly. 

I l:hinl< that ia t rue . 
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l'.arrison : 

'lell : 

!l.ao.s : 

l'.arrison : 

r. .n . .. Tr: 

~nr<'loon : 

H. J.! . Jr: 

:>ell: 

li . II .Jr: 

t:urphy: 

H.II , Jr: 

ll>~rphy: 
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I don 1 t kn.ow whether this in the right tilll8 to 
begin a reduction a f ter the stock we have had 
at the market and the fact that while there has 
boon a recovery, i t hasn ' t yet settled down very 
woll. 
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This recovery has been better t han a point within 
what, t wo weeks? 

Ten days ago these i ssues would havo been a round 
par, ten days ago , •~~e issue t hat is around 101 . 7. 

It i s the f irs t cash, too, since tho war. 

I don't th1nk you could eut t hat pretlium now, I th ink 
1t would not be wise to tr7. 

Suppooing we struck t wo percent , eleven years and 
three months . You could coke it ol e ven years end 
aix mon tbs or ele ven year a - I mean , in that ranye -
and then a coupl e of weeks la ter came alono, let s 
any , n five - year noto and then n 2i percent long 
bond. 

v:ell, <~e don ' t have to croos thn t bridge , an)'l'IUY• 

No, but I am trying to think out 
know What i have got in my mind . 
or that , Dan? 

loud and l e t, you 
1/ha t do you think 

I h&ve no ob jection to that program. I always lean 
toward a callable bond , because i t g iveo the Treasury 
mo ro flexibi lity but I realUe t h o market wnnta t l'.at 
maturity . 

I l!lean the next 
Just as l ong as 
year call date. 
yoar? 

one, a t wo and a halt year, ~ent 
i t could c0111tortably with a t lve­
l!ave we sold a l one; bond this 

Not f or cash, but we had a retundinll in March. 
The two and thrOe quartera. 1 60- ' 65 . 

We hav en' t done anyt hing dnce lolarch' 

No . 
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P.anoa: 

H. M. Jr: 

Bell: 
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Would t wo long issuoa a year bo t oo muchT 

I shouldn 't say so. 

And i t keeps the thing nicely balanced. 

I th i nk i t 1a fair to oay tha t aa a roault of 
the experience we have gone through in September, 
tho banks ae a Whole nro a little oki t tish about 
overloading thecselves. Contro.rywiso , you have 
a g reater area of invoatora who are looking for 
that long D&turity and who rea lly are counting 
for a very sharp r1ae or sane rive points 1n t he 
longoat -turity 1n the laat few wooka, ao if you 
give the banks tho choi ce of the . t1ve- year note 
or tho long bond s and don ' t malco tho premium 
too great ••• • 

On the t1 ve-year noteT 

Yea. You might then aa tiafy tho si t uat i on without 
pushing t he bank to take tho bond. 

I wouldn' t want to - they don't luL ve to take tho 
five- year no te and you and I know that the - t hen 
they are going to try to sell it and make a little 
money out or i t . But at lea at our conscience ia 
clear. 

Yea, you have g iven them their choice. 

Haven ' t forced them. How does 1t sound to you, 
JohnT 

All r i ght. 

'l'his 1s all prel1.1111nary . It waa Juat a luclo" break 
for mo that George Harrison waa in town, ao I 1n­
v1 ted h1a over. 

'l'ho att1tude of tho banks has changed a 11tt lo, 
ha an't it, Governor , 1n the laat six montha, toward 
tho abort maturities and the long? For instance, 
they are cona1der1ng ~nyth1ng up to three years, 
their prima.J7 reserve, and the:J are sticking pretty 
well to that. It doean' t yield tbSII anything and 
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!l~nes : 
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then they are going to be 
year period ror earninaa , 
definite? 

on the six and seven 
len't that pretty 

You , I think anything ~P to ten or twelvo years. 
! question whether they want twonty or twunty- f1vo 
yoors . 

ilut they are go ina beyond th& t perlod, That 1a the 
reason I think our 4i-yoar note was a little ~­
popular. It didn't j~at quite fit into that recent 
devoloP""'nt and their attitude toward different 
types o f securities, 

All the notes are above per , a ren 1 t they? 

7be three- quarter percent note hit par just before 
it cane to me , 

I think Mr. Ecelea feels - and I am uaying this not 
because I am agroeina with him but because he so 
bl~tly said to me beforo he went away - that first 
t he question of whether it ls necessary for the 
Trensury to raise any money at all comes up. 

I know wby, I assumed that on acco~t of the atti­
t~do th& t the President t ook with me . 

And second, that as a permanent policy, not merely 
a temporary one, you ahouldn' t borrow on time . at 
all . 

Shouldn't wbatT 

Sbouldn' t borrow on lone time, And you cay ret!l&I:ber 
the Board members filed a -memorandum w1 th Jlr, Bane a 
while you were absent t o that effect. 

W1th1n the last week? 

Oh , no. Yo~ mean three 1110nths ago? 

In Auauat. 

Well, yo~ don ' t expect any comment on thatt 
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llanos : 

Horrhon : 

rar 1son : 

J!&nos: 

't.arrison: 

P.nrr1son : 

?. . t . Jr : 

H.nnos: 
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Oh, no . I am JW! t saying it . A a lon~:; aa I am 
in the same commJ.t tee with h1m it woul<ln o t be 
to.1r ••.. 

He would favor more bills? 

I£ you think you need ca ah. 

I£ necessary. 

That 1a right . 

But in the absence of necead ty, let the cash run 
down? 

'iha t is r1(!ht . He thinks the cash 1s prettr high 
anyway. 

246 

\/ell , I c l eared this . Before I a:.ade any stat ettent 
as to llhat we v;ere e;o1nc to do , t ho da;; I l eft I 
cleared i t with the President first and then I 
cleared it with him yesterday. 

I am in favor of your tok inn cash , personally, now , 
and I think you have (lOt n (!Ood time to do 1t and 
t he :nn.t•ket i s strong. They are expecting 1t . I 
think it would be a helpful influence because it 
will tend to dampen 1t a little bit and aft er all, 
aa you say, you are in a very difficult era of 
world affairs and you don 't !<now when you may need 
caah, and I think it 1s wise not to let your balances 
run too low. 

If the balances bother Mr. ~cclea eo much we will 
Juat l et our bills run up. I£ 1t bothers h1m so, 
let our bills run off. 

You could always tel<e them back and we would be 
permanently prepared 1n our finances if any 
emergency does arise or we get into severe diffi ­
culties . 

George , don't you think i t woul d be a good henlthy 
thine for the market generally i t the Secretary 
was out of the way nnd had t his stuff all bebinl. 
him? Don 1 t you think next year would be a lot 
better orr to have that all behi nd 1t, without 
this chance hang ing over the oarkett 
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I think it would be very wise fiscel poli cy to 
be out o f the way because we Clon 't know Y:hen 
we mD.y ha ve ano thor t!Unich or another Poland 
or another Netherlands and you may possibl y 
strike a perio d when i t wou l d be ve ry unwise 
for the Treasury t o try to flo&t anythi ng al­
thou&h we all admit you coul d f loat anythlng at 
any t ime , bu t where it would bo unwise policy 
1n doing 1t, and I woul d clear the decks the 
beat I could with the world as i t 1a today . 

If some o f the money theorists are bothered be­
cause ue have too big balances ••• • 

I don ' t 1rant you to a ct on the suggestion I cnde 
about Ur . Eccles. I don't think I would - I !mow 
he doesn ' t want you to let the bills run orr and 
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I thinl< he merely thougt\t that the balances were 
not too big but rather tha t they d id not require 
you to borrow on the bond 1aeuo to ra18e new cash, 
which is ve r y d i fferent fr001 oaying your ball!nces 
are too big. 

Well , I have been terribly lucky. I ha ve been 
ablo nbout twice a year to se l l note issues and 
about twice a year l ong bond 1asues. 1'hat YTay 
I uot a nice balance on tho thing and I have 
kept my ammunition and my powde r dry on the bill s 
oo thn t i f and when - s a y i f we had to s o through 
a period like September for six months - I have 
alr.ayo got the billa . I have to keep reiterating 
thu t to them because s omebody gets in and tells 
theo sou:ethlng else. K:r ~:~emo ry is.n ' t so short- lived 
that I can' t remel:lber the h carta d>e s that I have had 
sittins here trying to f i nance. 

~ renkl;r, I tear that i f t he Treaaur:r 18 goinG to 
refund wi th a long bond, 2t or 3 or 4 or wl>.a tevcr 
you t1x it, and the banks t ake a la rge part for 
profit or f or credit , that i f we have another month 
like Se p tember we ousht to lulve eomo mor e C0!2llon 
understanding between the Open Market Cor.lll!lttee 
and the Treasur:r as to how wo would handle another 
set-back , because I , personally, evon though I 
might vote for your putt1ns out your l on g issue, 
would argue against our supporting the market as 
vigorously as we did last time or spending the 
money doing eo. 
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!l. ll . Jr : 

l'.arr1oon: 

r. . ~ . Jr : 

H. · . Jr: 

!!ell: 

hanoe : 

H.n r!•ison 1 

!! .U . Jr: 

l!tmes: 

Eaus: · 

""ll: 

f. I' .Jr : 

~11 : 

Hanas a 

Bell: 

- ll -

Ooorgo, there is no diff erence between Treasury 
and you on that . 

Jlo , but though I think you mil',ht be w1ae in 
put ting out l ong ones , I wouldn't wo.nt the 1m­
pl1cnt1on that in the event or another stock , 
we would have to go in like we did las t t ime. 

You won't go in unless the peopl e on the Federal 
noserve force yout 

'Ihat 1s right. 

248 

I an t;lad to know that you a till feel the way you 
did - I cean you are going to do your praying 1n 
tho ""'rble balls. 

I don ' t believe they will do the next one as big 
as that . I t h ink they have leamed something. 

Do you know bow many bonds have been sol dt 

About 45 million. 

lhc boys know to a dollar . 

ThAt ie not very many. 

About 41 , I thought . 

They have sold since your report . 

40 or 45 million. 

I know that when I left the bank yea terday , we bad 
only 5 million l eeway on a 50 million amount. 

OUt of the 400 million, the Treasury billa t hat 
have run off and wbat they have aold , they have 
got a net increase of about 200 c1l11on sl .nce 
September - August 23rd - so they have l et over 
200 milli on go off, plus t he s alea. 

nu. t 1a after we t&ke out - whatever we t ool< out • 

Thia is the Federal Reaervo portfolio alone, 
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!'.arr1eon: 

'i . J . Jr: 

J-!ar-r1aon : 

;i. !.! . Jr : 

r.ell: 

~!.1~. Jr: . 
ilell : 

Bell: 

Larrison: 

rel l : 

H. l- . Jr : 

fl.aas: 
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We took out about 75 million. 

Ooorge , "ould you talk to your bojs? I will be 
on the f arm Fri day and Saturday and it may be 
Rouoe might like to come up thoro or oven bring 
s omebody up with him. 

Thia week? 

Ye a . 

One thing I wanted to ask JOU was l'lhether you 
want od h1m to talk wi th any or the marko t boys 
on Friday, not say i t was goinn to be Tuesday, 
but what would we do i f the ?reasucy wanted to 
do something this week. 

And i f they """ t to talk to mo on the f arm Sa tur­
day, it would be n i ce . Do you want to go up to 
!lew York Frida:;? 

I will i f you YTant me to . I will be g lad to . 

You coul d go up w1 th them ond thon you and Rouse 
m1eht Yl&nt t o run u p to see me . 

Yes . 

Ho-, •:ould that be? 

Fine. 

I could t;o up 'lhursday nii'Jlt and be thoro Friday . 

George , how does that sound to 7out 

I think i t sounds verJ wel l. Onl y one thing o ccurs 
to me that hasn It been mentioned here in connection 
with the rued maturity or a call , a bond with a 
call provision . Ordinarily , I would strongly favor 
ono with the optional call da t e, oven l onge r call 
dates than we have been putting out , but there is 
one consideration that may weigh hoavily here 
in f avor o f the fued .. turit)" and that io this, 
that if you have .nother disturbance , f ixed maturity 
will hold up much better than the one with a call 
because you will got a shuttl1ne; back of people 
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who start figuring on the matu~it:y date and the 
f act that th1a is the first caab offe~1ng. You 
might want that to hold up u well aa it could 
and the fixed maturit:y will hold up better I 
am positive, than the optional call date . ' 

!l. li . Jr: And I don 1 t see - we have only got - no, three 
1 45, 1 47, 1 48. 

?.turph:y: Tha~e 1s a • 41. 

:t. II.Jr: Well , that is four . 

3811: 'l'ha t ls a note , HenrJ . 

E. U. Jr: 1 41, 1 45 , 1 47, 1 48, and thia would ~P sacewhere 
along in 151. ~at is not bad. 

!Iarrison: I would favor the f ixed mo. turi ty. I th1nk this 
is cood onougn for the first talk and then I 
think if :you fellowa know how I feel - did you 
aak them f or an Open llarlcet mcetlnc at 11:00 
o ' clock? 

Bell : 11:00 o'clock Monday. 

H. ll. Jr : Why don't you tell Pe}'ser what we were talkln.g 
about then? 

Bell: I have told h1lll that we were considering Tuesda}' 
as the date and be is thlnklns about the problem. 

H. !I . Jr : Well, tell b1:in bow we were talking todq. 

250 

!!ell: o. IC. There are one or two queetlona I would 11ke 
to ask. I want to send out sooe material over the 
week- end. 

H. n. Jr: Yea. 

Bell: We have d1scuaaod 1n the pa jlt putting 1n a provision 
1n the ll8Xt bond issue tor trust .t'unds , eove rr~~~cnt 
trust !\Indo. Remember , we a tarted 1n June to put 
one 1n and then we decided to lsaue a note ins tead 
ot a bond. Now if we are goin6 to laaue a bond, 
I wondered if you -.nted to reae~ve , aa}', 50 milllon 
dollars additional tor a government trust fUnd, 
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Oh, yes . 

Pu t 1n that provision? 

Yus . 

This is the thing I 11oul d like to talk to the 
!low Yorl< fello":s a bout , e i ve tho a mall f ellow 
a break, and every timo we havo tried it the r e 
huve been a lo t or free riders poddinG in the 
lov1er limits . I ern "ondor ine i f you woul d like 
t o e;:per1ment on this one by putting out a 
~5 ,000 l1m1t ~ivinc preferential allotment up 
to 5 , 000, p rovided tho subscribora take reg is­
tet•ed bonds with the undors t an<lin& that they will 
not have their res istrot1on reloofted for a oeriod 
Of 3() dayS , ':'hat keeps thOM off the :narke t' end 
3nk os the fellow put u p the cash . 

My fi rst reaction i s , I <lon ' t think those ore -
30 daya 1s noarly lont; enoueh . 

That is pretty well after the secondary dist ri­
bution • 

I •·;ould me.l<e 1t six months . 

'l'ha t is sol'!Othing I wou l <1 l1ko to talk to the !lew 
:Cork boys about before \10 do it . 

If you v:ore goine to do 1t , I wou l d mal:e 1t ~ix 
montha. It a fellow Ttants 1t ba<l enoua> then let 
hi.J.l keep it. 

':hAt would take care or tho church. 

That is right . 

2!)1 

lie would have to keep i t for six mon ths . How long 
do you have to keep a baby bondt 

Sixty days . 

You don't g et a return for tho first year. 

It is redeemable in 50 days fro111 the tlrst day 
o f the month on v.nieh you boue)\t it . It you buy 
it on the f irst of the month, you have to wal t 
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:Jell: 
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two months . 'U you bought 1t at the end or the 
month, thi rty days . 

252 

I would make it six months for the Hyde Pari< Church. 

Well, that will take care or the small investors . 

Can ' t sell i t for six months . 

IIO\V 1 the other thing , Ransom called me and said 
that you had asked him to attend a conference at 
10:00 o' c lock on llonday and he wondered i f the 
11:00 o ' c lock wnsn' .t the .... 

lie wanted to know what time he wou ld have to be 
back. I said I thout;ht 1f he were bad< by 10 : 00 
1 t would be t l.l:le enough. 

\lhnt are we going to do about catting the Pre81dent 1 a 
approval? 

'o'.'hen we decide, Tte will send o. plane down. 

All r1G)1t . 

'!bore 1a nothing settled, buL I just wanted to talk 
Vlith you. 
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TREASURY DEPARTMENT 

DATa·;- Do lilt 

1100 • ••• 

I'H'!Tt!p ., .. 

ottonac ..,._, •. t'Ul. lillllla ~UK bill rAIL ~:c:::d.-

e.t/a ,ear. 1-a/ • l,D 100 101,11 1 ,,, u;.• 
(6/1$/ " ) 1.10 100 101 •• 1 •'·. Ia 

e 71&1'• 
),lp,., 

1,16 100 101.10 1 p\, IO[Ia 
(12/1$/" ) 1,., 100 101,D 1 •'· D/11 

e ,. ... , a ••· ),lp,.,. 1,., 100 101 •• 1 ,,, •l•• 
(3/1&/ .. ) 1,f0 100 101,1& 1 ,,, 1&/13 

e-1/a 7.-ro 
),lp,.,. 1 ... 100 101.10 1 ,,, 10/11 

(6/1&/• > 1. 71 100 101,11 1 ,,, 11/la 

t JNr• t -·· 
),lp,.,. 

1 . 71 100 101.11 1 '" u;.•1 (t/1&/ 4.t) 1 , 71 100 101,1 1p\,331 

10 Jeul ••• • 
,..,,.,. 1, 71 100 101,1 1 , .. J/11 

(3/1&/10) 1, 71 100 100 •• ...... 
10 J.UO. -· 

.,. 1,71 100 101.1 a,-.. 1/N 
(6/1&/eJJ) 1,11 100 101 •• 1 '" .,. 

11 7eul .,. l .M 100 101,10 1 p\, IO[ Ia 
(l'i/ll/ 10) 1.11 100 101.14 1 "- u./~a 

11 '"" .... • 1. 11 100 101.1& 1 p\, 11/N 
(ll/l&/&1) 1,11 100 101., 1 , .. .,,. 
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gw#N' .,., 

ott on. .. llarloot 
M•tsrltr Qsu IWi lrict tr.laL , .. 
8 - 10 /."' • 1 . 711 100 101 •• 1 P'- • In 
( 12/111 4Mt) 1.71 100 101.110 1 p\, 110/31 

lWI/ef, 1,711 100 100, 30 ao I :sa.4a 
1,78 100 1oo.aa 21/33tl4a 

et - lot Jl"l, • 1.81 100 101.17 1pt. 111:s1 
(6/10/4&-f!IJ) 1,13 100 101,11 1 pt. U/33 

9 - 11 Jl"l . a-1/r(. 1 .• 86 100 101.0 2 ph. 0/32 
(12/111/4&-f!IJ) 1.88 100 101. 2 :polah 

• 1,86 100 101,0 1 pt. 0/33 
1 . 88 100 101. 1 :pola\ 

,. - llt 71"•· a-.1/ ef, 1.!10 100 101.30 1 pt. 30131 
(6/15/49-51) 1.t3 100 101.33 1 P'· aataa 

t t - n t 71"•· a-1/81. 1 . '3 100 101.1& 1 pt. 216132 
( 9/16/4'Po61) 1.911 100 101.17 1 pt. 17/32 

1~ - 1al7"· a-t/81. 1.t? 100 101.10 1 p\. 1%31 
( 3 111/110-02) a.oo 100 101.0 1pt. II 2 

1~ - l:!i 71"•· a-1/81. a.oo 100 101.8 1 pt. 11/U 
(3 15/110-03) 2.02 100 100.21 at]:S344o 

1~ - 1at 71"•· a-1/81. 1.t9 100 101.t 1 p\. t/31 
( 6 111/80-62) 1.01 100 101.1 1 p '- :S/11 

1~ - 1at 71"1· a-1/ 4if. 2.02 100 101.6 a ph. &131 
(6 10/eo-el) a.oo 100 101. 38 1 pt. at/31 

a.o1 1004/.4 101.6 1 pt. 14/31 
2.06 1004/ 4 101 •• 1 pt. 4/31 

11 ·14,..... a-1/ 4if. a.oe 100 101.110 1 p\, 110/.12 
( 12/10/IJIJ-U) 1.10 100 101,14 1 pt. 14/31 

1~ - l?t 71"•· a-a/ef, a.u 100 101. a :pol& to 

(3 111/oa-117) 1.21 100 101 •• 1 pt. •faa 

13 - 11 Jl"l. a-a/81. l.lll 100 101.110 1 pt. 110/.aa 

(1a/1a/oa-rn) ... 100 101.11 1 pt. 13/33 
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Ott•rt.a& ....... , 
latuiSiZ Qma ntK bill ~ria.. 1'1"-.1-

• 1"•· • -·· 1- O.Q 100 100 •• ., ... 
(9/11/ .. ) O.I'P 100 100.11 1171-.u 

1•1/., o.ea 100 101.11 1 •'· u;.aa O.I'P 1CO 101 •• 1 •'·. q 

6 7-'• 1- o ... 100 100.16 16[1 .... 
(12/16/ .. ) o. to 1CO 100.16 16/ 1 .... 

~1/., o •• 100 lOl.U 1 •'· u;.aa o.to 100 101.1 1 •'· a aa 
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SEcretary of Stott , 

•rashington. 

2431, Novtmbtr 22 . 

POR TREASURY. 

PLAIN 

London 

Dnttd NovembEr 22 , 1939 

Rto ' d 2:40 p. m. 

t..-vv ,y;. ~ ~ 
rv. d ,,_( _ ..; • 

Further details regarding the anvtnss ctrtificat rs 

and baby bonds , tht issut of which was nnnounotd ytstrr­

dny and rEportEd in No. 2414 or Novembtr 21 01'[ now 

nvtl1lnblc . 

PrtsA commcntstors considtr thE most important 

fcaturc or both thcsE sEcuritiEs to bE thE safety against 

capita l dtprcc1at1on which is of grcattr importancE to 

the amnll invEstor than tht rntt of intErEst . ThE 

defence bonds ort , according to the Chonctllor or the 

ExchequEr, dtsigned for tboat who have alrtody acquired 

the mnximum 600 of saving ctrtificatce ollowcd to bt 

held by any ont individual . Tht saving ctrtiticatrs 

art cashablE at any t ime but the d Eftnoc bonds ar t not 

G '-~--'""1-·· ~_.t-......_ ~ IU .___,.-I) 
J L ~:r."'~- , - " 
' 1 -1 oashabl~\txctpt i n tht cast of " pr votE Emtrgtnoy • 

A ftaturt suggEs t Ed by Keyn•h in his forcEd saving 

aohEmc . 
Tbt yi tld 
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The yield ot the savings certificates over the 

tull ten year period is i3. ~a . Sd. or Just under 

~ l/6 percent as compared wtth &2 , lBa . 44. or just 

over 2 1/5 percent which wos tht yitld·or tht savi ngs 

certificates issue on s!llt bttwun 19~5 and :rcstEr day . 

Tht :ritld or thE new CErtificates is EQUal to ~4 . &rn. 

64, subject to tax at 7s , in thE pound or ~. ls . 64 , 

ltsa tnx at 7s . 6d. in the pound. The cost to the 

Government howEver is littlt above the i3, ~a . 54. 

percent btc3ust the majority ot potential subscri bers 

nrc not subject to income tax. 

259 

The defeno t bonds art subject to income tax so 

thAt their yield of i3 . 2s . lOd, or 3 1/7 perotnt is 

lees than that of the savings ccrtificntca but mort 

than the yiEld of the nEarest i tock ExchangE gi lt-tdgEd 

stouritits , (c , g , conversion 2 1/2 percent 1944/49 ot 

95 1/2 yielding i3, ls , ~d . to rcdem~tion and notional 

defence 2 1/2 percent bonds o t 98 1/8 yielding ~· 17s , 

94, percent) . The new bonds moy divert a ctrtqin 

amount of money from existing securities but though 

tronaftroble they will not be dealt in on the stock 

exchange and it is expected that thty will havt no ad­

VErst effect on gi lt- rdged prieta . The reaction to the 

announcemEnt 
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~- 62431, NovEmbEr 22, from London 

announcEmEnt of thES E i ssuEs on thE Stock ExchangE today 

"'a" fnvorablE , British sEcuritiEs being firm and 1/B to 

1/4 up on thE day, wt:~r loon elos1ng 1/9 up o.t 92 3/B. 

ThE yi tlds of tht nEw sEcurities comparE with 2 l/2 
percent intErEst on Post OfficE snvlnG> accounts and 1/2 

pErcent on ordinar y bank dEposito . 

The prEss unanimously ntleo~ea the Early introduction 

of securit iEs for thE s mall invEstor to wha.n no appEal 

was m~dt 1n thE l ast war until 1916 and urgca tht scall 

investor to rEspond i n his ~•n intErtat ao thot ht ~y 

at tht some t 1:nE hElp to win the w<>r and to kEEp prices 

atco.dy , 

Aslttd in thE House of Commons l nat nit;ht whEthEr 

the GovErnment hod givEn consideration to the KEynts 

plan for compul sory savi nos thE Cho.nocllor of thE Ex­

chEquEr said that hE hod no atattMtnt to make on thE 

subject , Ntvcrtheltss thE widt publicity givEn to 

KEynts ' pl~n would sEco to h<lvE been not untimely sincE 

t he mErE sugg Esti on tho.t compulsory aavi nc mi ght bE dE-
• 

airable c >n but lEnd strEngth to thE app<nl for voluntary 

aavinc Ylhi oh i s to bE l aunohtd by tonight ' s broadcast 

by the Chancellor of thE Exchequer . 

In oontr ost to thE early months of thE last war thE 

machinery for a nati onal savin3s oampo.ign i s i n Exi stence 
\11th a 
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with a 23 yEars ' continuous exptriEnct and organizat ion. 

Thtrt is ~ National Savi nss Committee of which Si r RobErt 

Kindcrslty i s Chairman, twElVE oonuniaaionErs , 50 assistant 

commiss i ontrs , 1200 local committees, 120, 000 voluntary 

workcre , and JO,OOO local savi ngs groups and thE organi­

zation can bE rapidly 1ncrEOSEdo 

IncidEntally thE yitld for the ten year pEriod of 

03. 3s. Sd. comparEs with thE yield of th£ t irot vnr 

oavi ngs ctrtificat ts issuEd betwtEn 1916 and 1922 of 

1.5. 6s . 2do This yitld nas gradunlly rEducEd in thE 

subsequEnt i ssuEs until in the fourth i asuE which ran 

from August 2 , 1932 until May 1933 tht yiEld was re­

duced to ~3 . 7s. ld. Two subscqucnt rEductions brought 

thE yiEld to i2 . 16s . 4d. in Maroh 1935 . 

2 . With rEfErEncE to tht fourth pnrogrnph of No . 

2305 Of NOVEmbEr 6 1 thE rEVEnUE rEturns tor thE WEEk 

EndEd llov£mbcr 16 rtvtal o sEcond reduction in the tap 

Breasury bill total from e706. 6 million on NovembEr 4 

to ~95.6 on Novembcr 11 and ~67.5 on Novembtr 16. 

Mtan~thilt thE tendEr issuE i ncrtaud from 1.580 million 

to ~605 million and ~630 million respectivEly and will 

reooh •ees mi llion if this wEEk ' s total e65 million 

tndcr is allottEd on Friday. Govcrnment ExpEnditurE 

tor thE 
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for the wttk tndtd NovembEr ~8 w~a ~6 milli on as 
i.32 , 9 

comportd "i t h/ • · million ond ~4.4 million in thE 

w££l<s ending NovembEr 11 nnd 4 rtspect1vtly , Rcvc.,u• 

v1ao lltl9 , 6 million for tht: week ended November 18, 

llt20, 9 million for the previous wctk and llt20 .~ million 

for the wt<k cndtd NovembEr 4 . 

;) , Since Novcubtr 16 the only changEs in offi c i al 

exohangt rntcs have bttn in the belga which has now 

npprec1ntcd to 24, 05.30 , 

HPD 

e~u t.!! vol'l 
... •• 

' ••• , ......... ... -~---~ 
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J'IIOHI Mer1 oan Elllbau7, Pari a 

MO.: 2811 

DAD: WoYMber 22, 1939, 8 p . a. 

II&OTIOKS 0111 TO FIVE, IKOLUBIVE 

J'OR 1'RZABtiRr 

We bad lunoli t odq 1f1 th Mr. Barrett ot the Cluarantr 

trust. He told ua that in apite ot the extena1on ot the 

time l1m1t tor deolar1ng hold1nga abroad (reter to our 

no. 2766 ot KoYember 16, 7 p . a . ), the return tlow ot 

oe.pi tal bad a topped oompletalT einoa the ll5th ot KoYember 

ae tar ae h1a bank waa concerned. Howenr, he added, that 
not 

th1e m1gbtlbe tTP1cal ot the general a1tuat1on a1nce the 

maJor1tr ot h1a client• are either rrenoh commercial t1raa 

or pr1Yate Amer1oan o1t1zena. There are eigne, be indi­

cated that alre.Ar aome 1ntormal euperviaion oYer tranc 

aooounta ot toreignera 1a beginn1ng to be exerc1aed bT 

the exchange control authorit1ea. (Plea•• rater to our 

no . 2801 ot •onmber 21, 6 p.a. ) The banka, 1D taot, han 

been aeked contidentiallT to acrutinize all auoh acoounta 

oarefullT and to tind out 1t pouible Whether depoeiU 

lllade to the .. account• repre .. nt trano• which are leg1t1-

aetelT • traneterable". Hownr, he 1nollnea toward the 

Yin (ae do we) that to date th1e outetanding loopbole 

1a 
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U "'-- fore1p uel!enp l'eplaUou ha8 aot: oooaa1oM4 

exoeee1Ye leatace. 

!be 18preee1on .. ba•• ga1ne4 froa Prenoh eouroee 

to the effeot: t:bat: 1D new of the Al&ll. .. lillie 1n•ol'r04 

the ex1et:1n& blaolt aarkOC ha8 u JOt oaueed lltUe or DO 

oonoerD, wae oontlr.ed "bJ B&rl'ett:. Bonnr, he etated 

that a oert:a1n -ber of .&all pe44lere &l'e eelllna dollar 

ourreno7 to peaeanu and other hoarder• 1n the rural 4111-

trloU at approx111at:elJ 80 franoo to the dollar. He oa1d 

that 1f th1o go•• on, the .. rale of the oountr,, part:1.,... 

larl7 U the rural 41otr1oU, 1o "boWid to be affeoted "bJ 

the aot,1'11t1 .. of "'--.. UDpatr1ot1o operator. and the tear• 

11h1oh "'--7 are del1beratel7 eoW1ng regar41na the futuro of 

the frano. It 1• our UJI4eret:an41na tbat Aaer1oan dollar 

ourrenq 1• not eol4 "bJ u:r l'eopone1ble bank here oxoept 

to per110ne 'llho &l'e bona tide tl'e•elere. 

It ... added b7 Barrett that br1n&1n& Prenoh dollar 

bonde"o••r troa the United ltate• (wh1oh, of oour••• 1• 

pora1tte4) an4 .. 111118 tbaa 1D l'ar1• 1e a leg1t1 .. te an4 

ra"'-er prOfUablo oparat:1on 1dl1oh h ptpalar now. !1:11• 

arbUrap oporaUon 1e ~ wrth 1dl1le "bJ t:bo •proe4 1D 

264 

pr1oe. 

B&rl'ett &&J& t:bat the MD~t'• aoraal oro41t: operaUou ~ 
haYe booa at:oppef. lli7 the l'eo&Dt uut:ral1t7 lair o1noe 1t: baa --
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beea lle14 b7 ~ 11ee4 otrioo Ulat t1 Uo 11u •t beoa 

ont1rol7 41nnoct of SOo4a 1f ~ buk'o broaoh uro 

11loUa4 of 'lie 111ponor bol4o tiM oh1pp1ac 4oouaeah tor 

pro4uoto afloat. Bo oa14 Ulat IIAlou tho 4oo-nto wro 

1n Uo on han4o, iho bult wou14 oaro to ••••• tiM rl.U 

Ylth roforonoo to tn, 1f e:~q, 1aportoro, 1D rtn of tho 

oaount of aooo7 1nnln4 1D 110U tranoaoUono, !herotoro 

t he Ouarut71 • 
11'roooh oo.pot1ioro1 are reoo1T1DC aoot of 

tlio buo1uoo, 

Bo oa14, oa 'lie o'ller haD4, Ulat iho Parle broaoh 

ha4 beoa a~&tborlaocl b7 ~ ull4 ottloo to go on bol41ng 

Pronoh h'DU1U')' 111llo 'llhlo!l hear datu prortouo io lo._ 

ber 3, Doo1o1oa ropr411ic ~ puJ'Ohuo of later blllo baa 

not 7tt beoa roao!w4. 

Bo all4o 'lie ~ Uo14tatall7 Ulat 1101'4 U4 boa 

rooo1 n4 trea Banoo ta1loY1DC ~ aDDOuno-at b7 ~ 

Proula aD4 11r1 ullh of a Jo1Dt plll'ohaa1ac orpalaaUoa, 

that tor 'lie tlM bo111C ol'4oro tor Aaorlooa ooUoa 110'1114 

bo IM14 wp, Bo ih1U. that ih1t U 4olt io a poa41DC 

···~-tl-
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oantraJ.1r.at1on through a Joint organ1r.at1on 1n London ot 

all oo tton bu)'ing. 

A delegation oalled on Rernau4 todaJ to azpreaa 

266 

t he1r anx1atr over the preaent hand1oapa to trade and 

1nduetrr. Rernaud reoe1ved t hem a,mpathet1oall7 and announced 

that be baa worked out a eolut1on of the probl .. of tba 

he a 'I)' 'patenta 1 taxa a Wh1oh 11111 oono1l1ata 1leg1 tt.ata 

1ntereata ot bua1neu v1 tb the ex1gano1aa ot bu43etarr 

equ111br1ua of the looal ent1t1ea 1 • Be alao aa1d that a 

deoree l1a1t1ng prof1ta for enterpr1eaa other than thoee 

vorlt1ng on national defenae quota• vould appear 1n the 

near tuture and would author1r.e the heada of auoh entel'­

pr1eee to oount the normal vage aoale 1n detera1111ng the 

prof1ta aubJeot to limitation. Be emphaa1r.ed 1 tha liberal 

obaraoter ot th1a torthooa1ng meaeure and the app.reoiabl.a 

advantage Wh1oh 110uld reault therefrom for all t he heada 

of amall or med1ua a1r.ed oonoerna. • 

( :DID IIO'I'IOB J'IVE) 

uta 
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BJS 

Secretory or Stnt•, 

Washington 

GRAY 

PARIS 

Dated November 22, 1939 

Reo •d· 11:30 P• m. 

2811, Novonbrr 22, 8 P• m. (Scotton Six) 

A Communi que issued today by ~he omortizotton fund, 

which ndmlnlaters t~e tobacco a~ matoh monopollts , 

expl~1na th~t the rtccnt dcelalon (ace telegram 2753 

November 14
1 

7 P • m. ) to tncrtaae the price of tobacco 

by 28 % was not made with a view to increasing tbt profits 

of the monopoly but to chtok consumption ond rcduct imports 

ot tobacco from abroad (notably from the Fer East ond from 

Amerion) ns n measure to oona<rvc to the greatest possible 

extent Fr~ne< la gold and foreign eurrcnoy reserves . 

Thi a morning ' s PARIS HERALD under the hendl1ne "Feder:: 

Reserve U buying agent of olll u l n uni t • corrits o drs- , 

patch from the Washington bureau of the New York Herald ,. 

TRIBUNE, the pertinent portions ot whioh read ns tollowa 

" nn offioiol of the FEderal ReservE Board odmltted today 

thot the Federal Rtstrvt Bonk of New York La aoting ns 

paying ngcnt tor Fronco- Br1t1ab purohaaea ln tbt Unlttd 

Stat te o 

BULLITT 
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UP 

Sr:crt tar'!' or Stat£ > 

Was !ling ton. 

GRAY 

Par1a 

268 

Dated November 22, 1939 

Rtc ' d 11:41 p. m. 

28ll, November 22, 6 p .m., (SECTION S~VE!1 ) 

~c decl ared t hat President Roosevelt had authori~ed the 

move artt~ en turtdentified New York bank, presumably the 

Jlorgen b;:nk, acting as an agent ror Grtat Britain compltttd 

tht lar3tst singlE transaction or itS kind i n history 

when l.t bnught 750, 000 tons or scrap iron ror mort than 

$15 , 000, 000 . ObsErvers spEculated on the salt ' s possible 

tffcct on the country ' s currrntly high stctl production, 

s i nce sc~a~ iron is vi tal to the Re public i1' production 

is cont1n•·.Ed at its presrnt ra te" . This article is rrcooird 

in tht A'l~!·:E ECOl!O!liC.UE ET FI-K>'.: ClERE and in this rvtning ' s 

T'\is !'Orning's Journal 01'f1c1al carries a decree 

providing t ha t htncrforth no cat e;ory or scrap iron may br 

hcld, ut liztd or sold without tht authori~~tion of th£ 

M1n1sttr ~r Ar~mEnt . 

BULLITT 

'iii'IC 
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BJS 

Scorttary of Statt, 

Wnahlngton 

2811 N,_vCilbEr 22, 8 p . m. 

(SECTION EIGHr) 

ORA'! 

PARIS 

Dated NovEmbEr 22, 1939 

Rto 1d 11 145 P• m. 

It i s furthtr providEd that th< lattEr may sEt up an 

intEr-proftasional organization tmpowtrtd to give such 

authorization a nd that holdErs and productra or scrap 

iron must mnkt declaration of such holdings . Tht form 

which such dEclarations art to takE will bE publishEd in 

an arrtt£ latrr. 
Tht srouritits markEt was aotiv t and fai rly strong 

today and Frtnch rtntts continutd to gain on tht franc's 

tirmnua i n New York. ThE txchangt a uarant1 usuts wert 

Up 1 . 95 and 2 . 30 f r anCS rEsptCtiVElJ and othtr i SSUES gain 

major fractions . Tht curb =arkct was lta• firm. 

BULLITT 
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Stcrrto.ry of S tate, 

'liooh < n 3ton. 

2011 , Novtmbcr 22 , B p .m. 

o:::: ·r<rr rawc:l . 

210 
GRAY 

Po rio 

Da ttd r:ovcmbtr 22, 19.39 

~Ec 'd 12:45, 23rd 

'r.!t Nt ':'htrlands Bank atutcmcnt ror the wttk Ending 

Novcl'll:t r ::c J '1owo " reducti on in gold rcocrvc o trom 1<'59 

m1ll4 cn t l ori ns to 1039 millions . Total 11ob1llt1cs ~rc 

1367 ni 111cmo oa 03c1nst 1357 mill tono . Gold covcrngr 

dropped J.'r<'TI 70. 05 to 76 pt r cent , Tl'.a statEmEnt 11l«wist 

ohowo t~'>.Lit t !lc Dl!tch Oovrrnmtnt ooo pl oo Ed 20 million 

flor:l no Ot' tl:'r:>oury bills dirtotly \Vi th thE bank Of ia:m t . 

PrEoo rc ,or t a from Brrn i ndiootE teot thr new Swiso budgr t 

low in O"der to covrr mob111zntl on coots of 5 million frcnco 

ptr dq: rill i nclude n number of ncw oourcco of rcvc n':c 

" nd copcci~lly ~ c~pital lcvy dtoi~td to product btt~ttn 

5CO r nd 700 ~illion francs . A gEntr:>l buslntss t~ is 

rxprcttd to ~icld 150 mill•ona ond 250 m1111ono will be 

derived frt>r.l d Evaluation profits of the National Bonk. A 

lorgE l•o'>Hl. za tion loon to cart ror the trtoaurr .' • ntrdo 

ptnding ""Jll.ioation of the rorq;oing m<oourc• is r xprcttd 

t o rEnlror ~rcornt short term trc~ oury paper corrird by 

th£ bc nl<o . 

(E~ rr M£osagc ) . 
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CJ IJ:u.Y. 

PARlS 

271 

Dated Novcobtr 22, 1939 

Rco ' d 5:31 p , o . 

~Eoret~ry ~r State, 

2810, l'ovcmbtr 22 , 7 p . rn, ( 9!1.:'1'1CN orE) 

pr' "''t: '1"1t:AST.EY. 

Tl'-£ nE 11- lmown author1t~ >"r ederic Jenny publ1shtd 

in last cv:n~n¢1 S L'- ?~;7s a lead~ns article entitltd 

" Prie t a" . .• ~lE it doEs not c ontain a srcat deal that 1s 

new 1n v 1e·.1 or thE aut~ority of the author and tht ablE 

wo.y in \l .. "l.Ch :1r has s~_arizcd r'rancc 1 a 1nttrnal war fin­

ance "'robl er.t nE 31 vt bE low a full SU!l'llltary , 

"'°CE financing Of t l'.£ war dtptnds S trio tly <>n t lu: 

problnl or p:.•l.c<S , It has often bttn so.id trot war can 1>£ 

wagEc:1 only 111th thE a i d of thrEE ;>roceduru : taxation, 

borr<l'!in:; o:.• >. nflation, The dange r s of th< last naJ>Cd 

nrc obv: oc.a nnd we have chosen the f' orru:r two : and O\'T 

l!l.nl.st:r nf •'innnct is Endtavo:- ing reasonably to ooob' n£ 

th.m , 9ut t!-.10 will not b£ 8\\oceaal'ul unless cErt~ in e on­

diti<:>na llrE f'·J.lhlltd , A r.~orE s •lbatnntio.l porUon of rc­

vtn\1£ W'od'\Ctd b~ thE nntionnl EconOMY nuo t bccot•E c vc•.lllbl£ 

to thl: " rco.s\·.ry nor• than in peace tint . 

B!ILLlTT 
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JIJD GRAY 

Pl. :US 

272 

Dnted November 22, 19S9, 

Storctary of Stat£ , 

~lcllhington . 

Rto 1d . 5:28 P• m, 

2810 1 NovtmbEr 221 7 p. m, (SECTION TWO) 

A circuit must bE rstcbliahEd: tbt 3tete ot putting monEy 

in ciroulntion by its E:r.ptndituru ~nd rtcovtring thEm in 

the t orm or taxEs and loans , ct cetera, This prtaupposco 

in thE !"irot ploCt tlult thE expEnditures of prive t£ indi­

vidUOlO must bE less tbnn their income t::x and thuo aavin3• 

occruc which 1a automatically provided in oart , tbcnko to 

t nxco , Tht r Epatriation or capital ond the ioou• of bonk­

notto--inoidEntclly vrry omall-·<~~1oh took place at thE bE­

ginning hc.vt 1ncrrasEd thE volumt which cntcra into the c i r­

cuit oincc the wcr , The l ctttr must continuE without too 

much lcal<nst but on onr condition that thE sums which re ­

volve therein erE not cbsorbtd by on increcsc in prices, 

It io clecr tbct a too r apid price riot would both dimini sh 

tht pDDSibility or 8CV1ng5 end 1ncrtc3e public EXptnditurt•• 

Tht 'l'rtcaury uould then be lEd to cover i ts dd'1c1t and 

that or individuals by 1nflc tion, that 1• to soy by th< 

monufnoturt or nrt tr1c1a l end illusory wrclth, 

( END SEC'r'l ON TWO) 

BULLlTT 
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IJD GRAY 

PA'US 

2 73 

Dated November 22, 1939, 

Rc o 1d , 5:40 p . m, 

Score to.ry of 3ta tt , 

Y/ashington, 

2810, November 22, 7 p. m. ( S~CTION 'l'IIR~E) 

Tl:l: heal t hy methods which we h&vt chosen compel us 

to o~poae ~ny rise in nriccs , ?he Oovtrnm£nt has decidEd 

to stabilize ~a ~es (our tElegram ~o . 2768, NOvEmber 161 

4 P• m. ) in order to block the o:rrinoi pal internal caus< 

or a rise in ?rices . But thcr• arc others , one is of 

foreign origin and is alrEady being felt namely the in­

creased cost of impor ted products , This may be duc to an 

incrEase in forEign priccs or to exchange ratEs or to both. 

It 11E let the franc depreciate our imports will bE­

com more and J:IOI'e costly. It Y~Ould br more to our intcr­

ut to raise the levcl or the tranc if pouiblt , Our ex­

ports can still endur< a margin of price increase but th£ 

exchange ~ate is not only a cau se ; it is also an effect. 

It the exoessi vr cost of imports should upaet our balancE 

ot poymcn ~s we could not rcally mcinto1n our exchange rate 

txocpt at the expo:nsc or our gold reocrvcn. 

BIJLLl'J'T 
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Storet~ry or 3tnte , 

'l:n o?"..ington . 

Doted November 22, 1939. 

Reo ' d o 6 : 02 p . m. 

2Cl.O , November 22 , 7 p . mo (S'O:CTION POUR) 

We nrc n"t 11ithout menns or dercnat l n thia oonncct1on. 

Thl: control or r<'reign commErcE h:u COt' its object ive the 

rutriot,on or exclusion or supertluouo 1mporto . r.e c::n 

nlso :~ct on roreign prices tbanko to o. okillful purchllsing 

policy coordiru t ed be twu:n the Allie a s o ao to a void 

wno t ngc ~n~ compe titivE bidding on the markets . The All i to 

hnvc n aimilar intcrrot in r cachinB nn underotanding as 

conccrnu t:>cir mutual inttroha113e o.nd eupeciolly for tao 

sole a nd ''e:.nlt of product• fro1n thtir col onico and d om1n1o.'lns . 

The decisions taktn by the Fronoo-Britioh Supr<m£ Council 

cannot but hnv< f o rtunate r caulto • 

. The other ccuaes of :. riac in prieta QS:\\not ahich we 

must stru3 ~lc or£ of an intcrnnl order : wco tQgt in arrsonncl 

Gnd mnttr inl, ovEr-expensive contra cto, o.nd in gcner::l 11 

BhOrtn~;~t of products and d1otqu1libriUI!I btttlctn oupply <:nd 

dtiMnd . rr '•he supply of producto ohould d1m1nioh in r atio 

to dumnd it would bt usclrsa to apply t axation, controlo 

a nd regw.ations , os rcotroints could only delay the rioE 

while aggrava ting ito cauoc . 

( Ei'll 3£CT1CN FOCR ) 

JRL Bt"LLITT 
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Score tnry of St<>tc_, 

Woch1ngton, 

PA'tlS 

Dated November 22, 1939, 

Rto ' d, 6:30 P• m. 

2810, November 221 '7 p, m, (SEC'l'lCN FIVE) 

It woula 1n effect diocour<>ge producti on Qnd commerce by 

destroyin3 tht hope or profit end would thus contribute 

towardo ~eple ting suppli es , Exper ience hoo abown this Q 

hundred timrs , Doubtless by contr~cting wogca a nd othrr 

income " rise in pr i ces would be limited oince purchases 

could not exceed gains but tht cpprcranct would be nlmost 

the same as tlm t of c. rise in prioto J burdensome restri c ­

t i ons e.nd c dE cr easc in the poss1b111t1ta of oav1ngs nnd 

consequently of tht rcsourc•a of wln ch the Tr ensury bas need, 

'l'hc~·c l.a only one sure way to prnent n rise in prices : 

to produce . To i ncreaSE tht quantity or commodi t ies e nd to 

fooilitnte t heir circulation, For that, firot, man power is 

nttdtd, Equilibr ium muat bt found between tht number of 

productive workml:n and tb.:lt or pcrsoruJ mdnta1 n1ng tht com­

b<lt<>nt Qnd ndm1n1strnt1vc unito, The man power of tht 

<>rmi eo Qnd thE o.dministr::~tions deprndo on production and 

tht finr.nocs of t ht country . 

(END SECTION FIVE) 

BULLITT 
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IIJD 

Storctory of Stott , 

'.'lnshl.ngton. 

OlUY 

PARIS 

276 

Dnttd November 22, 1939, 

Rro ' d • 6:40 P• m. 

2910, Novtmber 22 , 7 P• m. (SECTION SIX) 

lf we JmlOt m:I!<C D long \JC.r Qlld C 'IC.r Of ftl ttrl.olS V E :1r£ 

Qll the mort oompElled to mak• o uor of production thus to 

give our3£lvto tht menno of oorryl.ng it on, Total wnr is 

not e mc.c s levy of man pow<r . 

~h1o 1s , morEover , just u oimple problem of the qunn­

tity of th£ forcEs of lcbor , Privott initiative must bt 

ot1mulntcd, o profitnbl < competition must oomt into pl oy. 

Uocleoo oon~rola , purposElcso red tope , regulations which 

unneccoonrily bold up transc.ctiono nnd make lift difficult, 

nll tbot wcnkcns the ~tionol economy, is harmful to our 

not1onol defense , 111tb nbun4nnt product1on end cosy_ co.mtrcc 

prieta ·dll not ris£ to o. do.ngtroUD extent . The Frtncb \l1ll 

then beer bt cvy tO<J<ES wi tbout too much hnrdohip; and they 

will o~vt o.nd bring thEir scv1ngo to the State in order 

th~ t the \'tnr mo.y be cQrr i td on to victory. • 

NPL 
EllS 

( END 3EC'l'10N SIX) 

BULLlTT 
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PAJIAPBIIA8 or uonou 8'9D .um J:IGB7 or 
ftLIGIWI 110. 2810 J'JIOii ' l'.AJIII, IOVJ:ICBIR 22, 
111:18, 7 p •• ; 

W1 th reterenoe to the toregolng, Proteuor Rlat 

remarked , vban he JUde a oall on ua thla •ornlng, that 

?77 

lt waa hlt ballet that the matntenanoa ot a atabla exohange 

rate wu the •oat illportant need 1n order to prtYant an 

undut lnoreua 1n prlo... Ht aqa that thla Vlll be po~ 

elbla 1t the Bank ot J'ranoa V1ll agree to raleua gold; 

howeTar, he 1a not ooaplett l)" otrta1n that the Bank Vlll 

be V1ll1ng to do thle 1n oaaa ot neoualt)". 

Rltt again deplored the taot that there vera no etat1at1oa 

and ha or1t1o1&td the m111tarJ author1t1aa t or not baing 

willing t o allow the publ1oat1on ot an)" t1gurat about all)"• 

thlng (the notable exoept1on being the Bank ot J'ranot 1 t 

wetkl)" atatt•ent). All attort 1a being made, ht aa1d, to 

get them to allow the publ1oat1on ot t o .. ltlnd ot export 

and ! aport atat1et1oa and ptrhaPt a011a on produot1on and 

t o torth. He vu oonrtnoed that export t1guree up t o data 

would .U.a nl')" aad r eading. 

Wa 1nqulrt4 vbather all)" rauonablJ reliable eetlaata 

with rataranoa to the aYaraga 4a1l)" ooet ot the war vu 

t't'a1labla to h1Jl0 He replied that he had bean told that 

1Dolud1ng tora1gn purohaa .. , the .. ount totaled betnen 

700,ooo,ooo and eoo,ooo,ooo tranoa, but he wu not aura 

that thla t1gure wu aoourata. 

•• 
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We reterre4 to the reoent einklng of ebipe due ~ 

ml.nea and reaarked t hat at laet the .llllea boo4 been 

turn1ehed with the al1bi theT boo4 bein .. &king tor blo-..s.: 

1ug O.rll&D export e. ( i'1rd pa:ragr~ ot our no. 2?311 ot 

November 1:5, p. a . ) Be llll1led and ea1d that th1e vae true 

and that the lrenoh and Br1 thh boo4 bun tf'Tlq tor aore 

than a 110nth to find aoae reaeon tor 1n1 t1d1ug auoh a 

pr aot1oe .mioll would not elloU t oo auoh protut troa the 

neutral• ; he reoopi&ed trultlT that th1e praoUoe vae not 

generallT aanotioned under international law. Be aa1d that 

the lo .. ot eo aanT line boo4 indeed been unfortunate but 

the deeired reaao~reprieal~had been turn1ehed the Jlliee 

b7 the O.raan Xinee. (It hae Juat been announoed, ae va. 

expeoted, that a e1a1la:r polloT will be adopted b7 the 

Prenoh blookade author1tiee. ) 

(IIID or KlllllOE) 

l.l;D 
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lo••l>or 22, 1939 

I a Uaah horotot (l) orlciAal draft of tho Prooo Clu'b 

op .. ah .t>iah wu oont to Ulo Proll~nt on Moaclq n1&bt , 

(2) t ho Proo14on\ 1 o aoaorandDa to Oenoral Ya\ooa, (}) a 

••P7 of \ho o~och c:orreetod UAC\lJ' la aec:ordaaoo wl\h Ulo 

Prtel4t n\ 1a ·~•t1oae . 

-

279 
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Club. 

I .. no\ sotoc t o rood 10u a lone dran-out docuaent tilled nth 

ltnerallttoo and hllb ooundtns phraoeo dootsnod to con!uoe the •1114 

Mel e•adt the ieeue. I appreciate too meh 10u.r l n"f'l t aUon to ooae 

~ore and talk • Uh )'Ou orr the record to aok )'Ou \o ott throucll ouch 

&D ordeal. 

I ... therefore, cotnc to atate ., oplDlODI on tbe t ax queet ioD 

frM)cly and boneet17. ~!btu uptzde a •• a¥ ·= 7 
1 2 w ewe to; 

280 

&hAil i b&, ZW, at Ua U&Ubtl I Ubibhi til& SibiUIAI$ of Ue II A 

., g:wc z:a a , 's' u t, , p Ult&Ut; F a lr a I q •:J 
I ban oald IWI1 u ... \bat I 4o not belton It ooce .. UJ tba\ we 

al \ \ h1Dk alike - 'but I do oooolder 1\ Mee .. UJ \hat • e all thlok. lor 

Jour earneet conelderatlon, t herefore, I .ul:lalt eou of t M: t'\an.4Mental 

tho CoM! Heee of Concreto . 

Ptrot, I ~e cooetotentl1 e\a\od anA roota\od the baotc probl .. 

contronuac wr OCNa\17 le, aa4 will oontl•u• to 'H, eooaoatc l"ecoftJ7'· 

li:'rUJ .. ,.. I boln ..... ~ W/3 ""'1..,.• 1e _.,.ocwa hao- Ao.tpod 
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t4 aU bllalllOII• !'hat -.q ••• to you 14 be u opproach tOWI4e4 upoD 

telrlahn•••· It Ia - that Ia a oolthh 4o alra 14 aallltaln tho tn• 

or CO"truent t.bat we lmow and lo••· '11 t.hout that econoalc recovery 

which will put to work our & at unemplo1t4 at decent --c•• 

thit tttt• &tl • • k.DOw it INtt break down. !.!.!!! econoalc r e covery and 

reooplo)'Mnt or tho •Jor portion :1. ~11• • Wlooployo4 In pro4»otln 

•hloh It J:IIC)lt be acoo~~~pllahod: (1) now tueo, (2) '1>1 reclucln& oxpenooa, 

(J) • combination of tbote two plue & broad ec.onoaic recovery. 

With thoao prollolnary roaorko I oubait to you 01 phlloooph¥ on 

toxatlon, part aentral, part cpeclftc. 

281 

Cutain centr al pr1Delplet are eo tuiltu that t t 1• b&rdl.1 cecett&r7 

lo ata te t hu, a.n4 eo •l•en t.aJ7 that tht1 rt~ulrt DO detailed e laboration. 

They ... tho prl ncl pleo 1fhloh ....... tho poi nt or YI OW ot tho ~ ~ 
•~•JJ:4 ~' no u o 14 &rind, DO opecl~ hYoro 14 confer, nor opool~ 
burdent to 111P0tt upoa tptct~ cla.et et, DO aitdon t.o ute tax.aUon to effect 
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It \o tla4 ro•oau. tor tho 

OoYerutl'\t. , and, t o far at he ia able, t o reeltt. t he tftortl or tbote 

~bo have to•• other obJeot1Yt, aYowed or concealed, than that of 

enabll n& the Oovern.ent to pay ite billt with the atnl&um dletortlon 

Md cU I\urbMCI to tht ICODCJQ' O! t he count 17. 

Sueh a entrallsa.Uont art tluent&.r7 an4 alaoat tllf-edclu.t. Yet 

thq 8J>¥ ptrhapt M Uttful 'tv' ~ Of prt faet \o ulct C\t&r t ho point Of 

In central, taxation oU&ht t o be dovloo4 (l) to product tho aoat 

re•enue, (2) with the le&tt injury to t he taxpayer• and to tht country '• 

econo~ and (3) with t he la .. t uponoo on4 trouble to tho t~qoro and 

Contrat7 t o tho central lllproulon , th .. tu probl ... (wt tbout tho 

li)JteU on or too IIADrT l awyer 1 ) lt not web • co.pltz or coapUcate4 

oubJtct. 1 rotor you to the chert on tbt wall· Sl~l:r tt~t•4, " hoYO 

only 5 oourcto ot r .. onut - (l) cuotoao, (2) ootato an4 cttt tu, 

(J) lndl•l4ual teoo .. , (4) corporate lneo .. and prl•llo,., (5) tb• talot 

tu01 ( Yiot all otben). 

282 
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Tou • ill n0\1 tbat I le&~e OUt ODI YI?Y 18p0Tt&Dt lt .. , ~lT 

(7T 5~,~ 
the pa1roll~t&XII • tb3t lt not a aource of rtYeaut. It lt a truat 

fund obicb 1o paid into th• fro,.ury tor oatol<otpinc. !he Troaouey 

bat bttn borro•ln~ tbet• funds tor current purpottt, payln& therefor 

l nt.trt!tt at the rate of ) percent per anAUII. fhlt bat ttned. t ·o keep 

wh ich 100\lld hoYO totalld $2 ,293 llilllo n i a 19)S 'but for t h .. e p.,yroll 

In the flteal y·~ 1938, we collected the larcett revenue •••r 

known ln the bittOr.1 of thls Oov~rnzent. I h&Yt chottn that year, 

t t.ere!ort, ae the tubJeet for diacuAtlon. Tbt erett• produced ln that 

year & total ineo .. fro8 all OOW"CII Of $6, 21lQ 11111100• Wo tpOOt 111 

t hat ,..,.. floeal 7oar $7,691 llillioa. 

v.l' ~ 
Let ue telc~the t'lvt eourcea of re•enut w tnl\or4tr •nUooe4. 

l. Cuoto•• - Tou will • •• b7 tho chart thAt n eolloctld 

$)59 aillion froa that oo=ee ia 19)8. Due to tho war •• ootl .. to a 

rtal obrinkace tro• thlo lwool noxt 7&ar• 
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abroa4 by our c1\1to~•· !hat ••an• peace an4 proeptrlty (or econoaic '1 
a cona14orablt extant tho OoTarnmant ~ 

recover~ &&&1n) here at boat. 

2. latato ~4 g1f\ taxoa - To 

of t ho Un1to4 Statoa (~4 of aoao of tho atatn) art apen41"'! c.pital ~ 

for tholr currant out&O• lliotah an4 1ahorUanco tuaa aro capital taxaa. ~ 
Cltt taxoa oo larco s1fto are capital taxn. 'l'ba c.pUal of ntatoa of 

4too4tnta an4 lhloc donora 1o bolng ••-- opont by &O .. I'DIIOot for 

current operatln& expenaes. Gees .... 0 ,, t tot cu e r 

•b" ' pll J UXdibt pstl 

tn•olvtt the 41at1patton of aa•t nc-: and unt11 new aavtnca .re for.e4 

tbere itt that auch less capital a.•&1ls.:b1e for con,tructh·e pu.rpoaaa, 

taherltaACtl• Since it lt a eubtractlon fro• the frta~'• lncoae-

,di>~ 4 f'•HV...Z. 
pro4uo1nc aa .. ta. 1t ahould be uao4/nl7 for tho purpou of reductus 

tho national 4a'bt. It 'to eOW>d uunco to roduco a Ot~Pilol U a1>1l1t;r 
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U••• when ea•inct outbalanced coneu.e.r eptn4tn,. power, that. t~refort 

•• can taftly abollth all ineentt•e to eave, And tt~nce reco•er.r b7 

tpen4tnc capital 1natea4 ot aa•lng it. Aa well &r«Ut btc«Uet t oae tolkt 

o•eroat people ""ul4 bo better w1 tho\lt All¥ foo4 at all. 

)• I"41•14ual or ptr.onal incoa taztt - !u:tt wbicb are 4ettrucU•• 

of the lncentl•• \o ta•• are 4eatruetl•e of future tncc ... AD4 therefore 

of the eource of tu.ture re..-enuet to the co•erutDt. SUch t un ta.clw:h • • 

not only tho 41roct taxoo o~ capital alrt&47 aootlont4 , •l~o end 

tnherttanct taxte and bleb tuee on lart::• ctth, but Alto tax•• noatnall 7 

on lDCOJDtt but at rattt to higb &I to lta•t tbt t&ZJ)trt~ DO aara:tn tor 

oo capitAl . futt ..t.lch loa4 the tupqor to rotlro froa ooterprlot a.o4 

aecuritltt, ttn4 to proloac: tbe 4epr tll1on and UD.-plopeD.\., tecreue the 

burden of roUof t"Pt D41turoo 117 tho Oonr Mtnt ao4 4'7 up oourcu of 

UpPtr ~'' 1 I*".,.. \M o.17- ot- '--' la Mtapal ... 
- .. , - ,_. ~ .-u•., .. -.,- '--'· 
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lonul tan• oucbt to bo hichor and exsptlono ouct>t to be loWir. 

Io t l'.o alddlo l>racltoto tho ourtu ou&)>t to l>o hi&bor an4 In the hi&bor 

braclcttl the tu.rtu ought to be loYer. 'rhll it nectii&J7' both to tncreatt 

the revenue or the Ooveruent and to eneoura«t Ttntu.rt capital. Tbla la 

~t politico. ~t It Ia public f i nance. Until thaaa olaaontar.r princlploo 

ln repr4 to the l ncoae tu; are reeop.lse4 we ahall baTt u unbe.lanee4 

l>.ldtot and tho !'roaa·.u-:r will l>o bu.rnin& tho can4lo at both an4a. !hero 

•111 bo a ahertaca of ,....onuo boc:auao tho rich ara not rich onou.l:b and 

ther e .,., oot tPOuch of tb• to finance the Oo•eruent. It we tbould 

toke oll or tho lncoeo (10~ of lt) or ITir.Y cltlaon ln the United Statoo 

havln& tncoae of $1.00,000 an4 O'ftr . we would cet only enou.gb revenue 

will 4eprh•t our econoWO' of \he illpetua of ventUl"t capU&l which eAJ:: o~l1 

pro\'ldo roo~~plo;rnnt. S&fot:r firat caplt&l wlll oonr cl.o that. SaTin&• 

bankt , tnwurance co.panl ee, &OTert&lllnt 'bon4t, an4 po et otttc• • •rlnp, 

otc. , pro\'lclo a oaoohar;r t or the aaT1nc- of tho poor ancl .. dora tell' 

"'-T _, and ahowcl not l>o aol<ocl or n oa allowad to r . '(. 

Regraded Unclassified



- s - 287 

1)1"~~ 
4. ,::::~==!!!...!.!!l:~~tax2 -

~ 
~ equal to bu not creator than the normN. ~ro 8l l nco•o tu: ( mlcb 

•bou ot.,te4) - (thJ. o o oot an ucu•u t f or r t<lllClDC 

the corporation ~· u t neoM 

tu oboal4 bo OUIIPt f l n.co.:ae tax ln t he hu4a or the 

t tockhol 4era, but oot •~ Doublo tax.t lon of corporate 

l ncomt , (or 

taxatlon or corporate 1 

and t en4t toward• the 41ecouracemen.t 

ot enttrpr i t e and owarda the oyercaplt 11at lon l n bonds &n4 under-

n a toeD or ectui Uea of o corporate unt\er takinc- ~ .&. 

ttockbolder in the coapa%&1, ln pron ta. 

1 te l nooa e tax 1 t pqe t o Uo 

q+~ 
-

Regraded Unclassified



lt a proper 

In doto,..lnh>& corporation' • 

eorporfltlon on 

ftlere la no 

recel~•• i t ) ; while 

once. And thoro lo .. o ~ 

a hl&her rata through tho 

whlch bo owno 

~rpooro.tlc>n otoelclloldor lo a be4 WD& for 

~-4 119 •. .,., • .LA'C'._t. •• qt, 
. .d +v ;. 4lt _.A.. 

5· lzclte or -.let taxee - !batt taatt are tatllt coiltcte4, an4 

If tho rato of taxatlo~ lo kept low In proportion to tho Yaluo of tho 

thlnc or u"loo tutd, tbq do aot tho~ ""dul¥ bw'don '1No1Mn u4 

• 
ln4uetr,r and do aot 4r7 up tht 10urce1 of re•tDUt• I t tbou\4 bt borne 
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llind . t tho 

ex 111 t axt 

' lido t o bo 

0 l.f\J'gt llft !h 

ax t.tndt 

• l o tl 
dlrproporti OMUl)' the people of l,.rge wealth. I t It •oro thou&bt 

polltl cell;r pos•lblo to haYe on Ideal lneo~• t&a In tho Unltod Statee ..n4 

th~n t.h•rfll wo\llc! 'be a t;OOd deal to be aaid tor dhptndna wltb. excite 

tano ><1 t o&othor and throwtnc the wbolo burdon on tho I nco• tu. But 

u l one .. It 1o t.hou&bt to be polHieall;r l nol(J)e4ltnt to tax oall 

t.o collect a contlderable part of the re•enut throu&h axct at tax• •· 
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So aola for \bo tea al-\loa u ~. l'tlrllapo tho ('MeUoa ,...., 

u of to4AT0 • I v1U co - aa4 noUo tho hloto17 of \bo paa\ fw -tho 

In cbronolopoal order oo tha\ 70v. - hoTo a oloanr plo"'-ro of \bo 

aoowor \o \ha\ queo\loa. 

(1) J.a one of tho laa\ """" of tho fin\ ooooloa of \bo 76\h Coacne• 

tho l!ov.oo of l oproooa\aUno puoocl a rooohUoa ..,\horhl-. Uo Wqo aa4 

to \ho Co,..roeo. 

to ooapl7 wl\h tha\ rooolv.\lon. · 

f~·~ · 
(}) J.a a roov.H. Cbal~- Cooper, Ia \ho l ao\ two voeta of \ha\ 

Co,..rooo , ooa4QC\o4 a oorloo of -•t-.o vi\h \ho oW! of \ho !rouv.rr aa4 

. ~ ~ _&s..,_, ~ 
tho tWf of \he Job' c-1,~.,, _. "trs· _. tf tilt 11 •'· 

JHe·n·• 0 't'oo j1 
(ll) J.a a renl\ Of \hooo -•t-.o• \ho ....-i\\00 IU\....,\ocl \ho 

-t;t.,. •• e 
Jola\ Coooo!Uoo o\aft, aa4 \ho oW! of \ho 'l'rOIIRn• to U.O\o "-'*'to 

•tudf u4 proparaUoa of 4&\a v.poa ..aJ JII!.Moo of \bo ..., •• ~. 

0 
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1ntorooto4 .. ..ob 1aforaa\lon .. pooolblo on \be prao\1oo1 ~roaob to 

( 6) loUOWiJIC tho .. ino\rucUoM, WI otn\ ou\ lot\on \o opproziM\elJ' 

~ 
1, 500 people ropr .. oaUac lallor, IICJ'lCOll turo , ia4'u\rF, tho pn>fMdono 

~ 

an4 tho pural Jl"l>Uc. 

'l'ho J'Otponlt \0 thh appoal WU iao\u\alliOUO, aM tho pool.-wlll 

1o41•14ualo han appoaro4 in ponoa a\ a oorho of laforool oontoruooo 

eoo4llcto4 hero in tho 'tna,urr, an4 we han ccllocto4 a aoa• of .,...., 

t or tho tllturo. 
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bopol\11 that, prior t o JUUATT lat, .. • ill be re~ to ouklt OW' fiaal 

report on thit phatt of the work to the Concreu. 

So ft:r a• the Tre&IUJ7 it eoncerned., it bat ftO tu prouu to eub•t t 

a t thlt tlmo. We are otlll 4o•otlnc ourool••• to a thoroueb-tolnc otu47 

of t Ytr.Y phatt of the probl• to that tt, u u4 tfben • • are callt4 upon 

• • thAll not bt unpr.parK. 
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THE WHITE HOUSE 

WASHINGTON 

BoN are - \bo\lsll\1 on J'oluuiJ llalle•' IJ)Hchl 

Page 1 1 HI _, IICI'OPtO hll 01111 OplDIODI 011 
taxoo !r<a tlloll Ot Ula b-ee~ aD4 tho A4al.D1atntiOD -
nor niD ho 1D parap)ll \bJoM n;pl'Oto h11 01111 per10DIJ. 
t 1md-t.l tboulllt• it he -~ \hot tur hi•• 11114~ 
b1Ja In 1111 appel.l'UO.I hltore _.""" ot \ho 
congnoo. tell J'oluuiJ \hot wllon 10 wor~ or 10 
appoorlJIC, he 11 Dl-17 repre11nt1DC tho po.....,t . 

Pea• 2: lo ono - wllo\her there are ten atlllon 
1.mo.pl0Jed or DOt. There are ~~ or ~OJ~ 
wllo will Cl1lll7 tan • apeotal Job ot thltr OWII ahooi1DI• 
TbeN are \houan4l ot o\hore wllo reter to wort onl.7 
port ti.M. lC1 OWII S'MOI Ia thot there are DOt DON 
thaD tho atlllon un•plOJed wllo are wlloll:r w1111DC, 
ot IJl7 ti.M, to talco a job. 

Pogo 5: I do DOt thllll< tilt auJ.7oll ot ootato 01>4 
&Itt hXOO ll 10\ID4o Tbo ltat_,t thot 0 01100 takan 
aDJI opont tor C111'2'<1nt purpooeo thlo capital oannot 
produce tutUH 111-• 11 M.YIDCo 1D effict, that no 
go•er~~~~ellt oxpeii4UUH produoo1 tutUN ln-. 'l'bat 
lo a - plato tallaq, The t\lrthor atat-t that ootato 
Olld sih tuo1 allo\ll4 he ~ C111117 tor NduolDC •tloDIJ. 
debt =q he thiOHUoallJ' IOUD4 but dooo oot llol4 wtor 
It tho po..-t 1.1 1ncr.e1Jia DltlODIJ. 4obt aDd haOCMI 
• bookkooplDC t111bhla. 

Page 6: 'l'b11 10111141 too nell l1ke tho ol4 14• that 
tho Upper bnokot tax pe)"IN to~ a -.Jor portion ot the 
re111Yoo-nt or - 1D~t total u a nation. 

Pogo 8: !Mo 11 a pl.• t or ~ ot tuo1 on 
Incorporate 41nd....S. aD4 '1111oll7 oontrar:r to the pollq 
or tho Ada1111atraUon Ul4 1t W1 'llllolo paracra)ll WIN put 
Into offoat, the ao•••-' woul4 loll a ll'Oit part ot 
Itt per1011al u4 oorponte tax NnDue. 

r.D.I. 
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Pre1141ftt Haohten, dlltlncutehed gue1t1, 

aa.blr8 ot the ~~~ Club -

294 

I u not 101111 to read you a long c:trawn-out 

c:tocument ttllec:t wtth generalttlee anc:t htgh 

eounc:ttlli phraaee c:teetgnec:t to contuee the mtnc:t 

anc:t evade the teeue. I appreciate too much 

your tnvt tat t on to come here anc:t talk wt th you 

orr the recorc:t to aak you to att through auch 

an orc:teal. 

I am, therefore, gotng to atate my optntons 

on the tax queatton frankly anc:t honeetly. 
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I have sat d many ttmes that I do not belteve 

1t necessary that we all think altke - but I do 

consi der 1t necessary that we all think . For 

your earnest consideration, thererore, I submjt 

a rew thoughts whi ch occur to me at the moment 

to be necessary tor any discussi on or the tax 

quest! on. 

First, I have consistently stated and restated 

the baste problem conrronting our country is, 

and wi ll continue to be , economic recovery. 

Every move I have n:ade during my two years in 

r:ashington has been designed to aid business . 

That may seem to you to be an approach rounded 

upon aelrtshness . It t s - that ts a selrtsh 

desire to maintain the type or government that we 

know end love . 
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\fl thout ~ economic recovery Which w111 put 

to work our unemployed at decent wages this 

system as we know it must break down. '!!llh 

economi c recovery and reemployment or the major 

pOrtion ot the unemployed in productive labor, 

we are home - and our problems ln t he Treasury 

a ro largely solved. 

Eventually, I believe, the budget must be 

balanced. 'nlere are three ~s by which lt 

might be accomplished: (1) new taxes, (2) by 

reducing expenses, (3) a combination or those two 

plus a brol4 econo.tc recovery. 

- 3 -
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With these preliminary remarks 1 su~t to 

you my philosophy on taxation, part general, 

part spec1tic . 

Certain general principles are so tamiltar 

that it ts hardly necessary to state them, and 

297 

so elementary that they require no deta1led 

elaboration. They are the principles which govern 

the point or view or the chter rtscal orrtcer or 

the government. He has no axe to grind, no special 

ravors to confer, nor special burdens to !:~pose 

upon special classes, no misston to use taxation 

to errect social change. The Secretary or the 

Treasury• a task 1S to rtnd revenue t or the 

Government, and, so tar as he is able, to resist 

the errorte or thOse Who have some other objective, 
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aTOife4 Or OOIIOM1e4, .... tbat ot p ?bU .... 

oov••' nt to pq Ita bll~ wttb tile ., ... snu•­

dUtortton and 418tW'baDoa to the aoono~W of the 

countrJ. 

SUCh pn.,raltzattons are el .. ntary aDd 

eJJDoat self-evident . Yet they IDlY perhaps be 

useful by way of preface to make clear the poi nt 

or view f rom which the f ollowing more apeclt1c 

comments are made. 

In gener a l , taxation ought to be devised 

(l) to produce the most revenue, (2) with the 

298 

least inJury to the taxpayers and to the country's 

econo~, and (3) with the least e xpense and trouble 

to the taxpayers and the Treasury. 

- 5 -
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ContNJT to tbe peeral l~eelon, ttw 

tax probl• (wltbOut tbe ln,ectton of too .anT 

lawyere ) 1• not eucb a complex or co.p11catec1 

subJect . I refer you to the chart on the wall . 

Slmply etated, we have only 5 sources of revenue -

(1) cuetome, (2) estate and gift tax, (3) 

Individual Income, (4) corporate Income and 

privilege, (5) the sales taxes (vtz: all others) , 

You wtll no~e that I l eave out one very 

Important 1 tem, namely the payroll or soct al 

securtty taxes . That t s not a source or revenue . 

It Is a trust !Wld which ts patd into the Treasu:;! 

tor safekeeping. The Treasury has been borro,; t ng 

these funds ror current purposes, pnytng therefor 

interest at the rate o! 3 percent per annum. 

- 6 - . 
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ThlS has served to keep do~~ the areount you see 

1n t he block entitled "Borrowings and Dalances,• 

whtch would have total ed $2, 298 mtllton tn 1928 

but tor these payroll taxes. 

In the ttscal year 193e, we collected the 

largest revenue ever known in the history or this 

~overnment . I have chosen that year , therefore , 

es the subJect ror dtscusston. The system 

pr oduced tn that year a total income !rom all 

sources or $6,240 mtllton. We spent tn that same 

rtscal year $7, 691 m1111on. 

Let us take up the rtve sources or revenue 

1 n the order 11111nttoned. 

- 7 -
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1. Customs - You Will see by the chart 

that we collected $359 million !rom that source 

In 1928. Due to the war we estin~te a real 

shrinkage !rom this level next year. In any event, 

the only way ~ tax can be Increas~d 1S through 

more travel and more purchases abroad by our 

citizens. That means peace and prosperi ty (or 

economic r ecovery again) here at home . 

2 . Estate and gl!t taxes - To a considerable 

extent the oovernment o! the united States (and o! 

some o! the states) are spending capital t or their 

current outgo. Estate and Inhert tance taxes are 

capital taxes . G1! t taxes on large gttts are 

capital taxes . The capital of estates or decedents 

and living donora 18 being spent by government !or 

current operating expensee. 
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It involves the dteetpatlon or savings; and until 

new savings are tormed there te that much lese 

capital available tor constructive purpoeee, 

recovery, and reemployment. Knowing these facts 

I ettll favor a tax on Inheritances . Stnce tt te 

n subtraction trom the Treasury's income-producing 

assets , tt should be used so rar as poss ible only 

ror the purpose of reducing the national debt . 

It te sound ttnanee to reduce a capital liability 

with each reduction or .a capital asset. This 

statement or course would only be applicable when 

we had ceased increasing the national debt and the 

budget balanced . Otherwise i t becomes a bookkeeping 

item and thus an academic question. 

- 9 -
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TheN ta no creater Ulu.ton than that, 

becauee theN have been t111ee When ea.trw;e 

outbalanced consumer ependtnc power, that,thererore, 

we can .eat ely abol1eh all tneent1 ve to save, 

and rtnance recovery by ependlnt capt tal tnetead 

or eavinc it. M well argue because some rolY..e 

overeat people would be better without any rood 

at all . 

or 
3. lndtvidual ..- personal tncome taxes -

Taxes which are· destructive or the tncenttve to 

save are destructive or ruture income ,, and therefore 

o! the source o! r uture revenues to the Gove~ent . 

such taxes tnclude not only the dtrect taxes on 

capital already mentioned, viz: htgh est ate and 

inheritance taxes and high taxes on l arge gt!ts, 

- 10-
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but also taxes nom1nally on i1lcomes but ·at rates 

so htgh as to leave th& taxpayer no margtn tor 

reinvestment , or even to make t t necessary tor 

the t 6XJ)6Yer to in!rtnge on capttal, Taxes which 

lead the taxpayer to rettre !rom enterprise and 

seeJ.: shelter in tax- exempt seourtttes, or even in 

~~re and riskless securities, tend to prolong the 

~epresston and unemployment, increase the burden 

or relte! expenditures by the GOvernment and dry 

11 p sources or tncome and tuture r •,venUBs or the 

-;weM11L8nt. I do not mean to fn,ply that the upper 

• r~ck"t taxpayers are the only source or new 

: nvestl:lent in enterprt ee. TheY r.lBY not even torm 

:. maJor portion or the source or new 1 nveetment • 

- 11-
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Non~&l taxes ought to be higher and 

exempt ions ought to be lower. In the middle 

brackets the surtax oukht to be higher and in 

the higher brackets the surtax ought to be lower. 

ThiS i s necessary both to increase the revenue or 

305 

the Government and to encourage venture capital. 

ThiS is not politics. But it is public tinance. 

until these elementary principles i n regard to the 

Income tax are recognized we shall have an unbalenced 

budget. and the Treasury will be burning the candle 

at both ends. There will be a shortage or revenue 

because the rich are not rich enough and there nre 

not enough or them to rinance the Government. 

It we should take all or the Income ~ 1~ or It) 

or every citizen in the united States hav!ng 

- 12-
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incolll8 of $100,000 and ovor, we would get onl.T 

enough revenue to run the Federal Government 11e1 

than 45 days . Excessively high ratee will deprive 

our econo~ of the tmpetue of venture capital whtch 

can onlY be provtded by the well-to-do; and it is 

venture capital which will provi de reemployment. 

Safety first capital wi ll never do that . savings 

bankS , insurance companies, goveiTaDent bonds, and 

post otf tce savtngs, etc ., provide a sanctuary tor 

the savi ngs ot the poor and moderatelY well- to-do . 

They cannot and should not be asked or even allowed 

to provi de • venture capital . 

4. corporation tncome tax - The corporation 

income tax ts now at the highest level in our 

• history, namelY 16 percent. It t s at tbts source 

- 13 -
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ot revem- Wbtcb •• IIU8t ata tn pt.adtng tor 

complete econo.tc reconry. DW'llll tM year 1~ 

the net prott t bue upon W111ch tax wu lev ted 

reached the total ot $11 b1lllon. The taxable 

baSe upon Which we have been workiDC duri ng the 

paat tew years baa shrunk to a u ttle aore than 

one-halt or this f igure . I feel that the rate 

upon corporatl ons ts about aa high as t t should 

307 

be allowed to go. under an tdeal tax eystem tt 

would be highly desirable lf the corporation tncooe 

tax could be made equal to, but not greater than, 

the no1"1118l personal tncoms tax W111ch , as I have 

said before, should be htgher. one specttic 

wealaless in the corporate tax structure ls the tact 

that interest on corporat~ debt 18 allowed as a 
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deduction trom corporate iJ!COme in. detenntning 

the corporation• s income tax. This a same 

deduction is not allowed in the case ot dividends 

on preterred stock. The tendency or the present 

law ts to encourage , t•••'''' therefore , corporate 

r inanctng by tiret or second mortgage bonds , rather 

than with equity securtttes . In the lone run thts 

~ncouragee heavy overcapttaltzattone by corporations 

v1i th bOnded indebtedness and creates an unsound 

!inanctal condt tton cauetng many unnecessary and . 
expenatve reorpnt~ttone. '11118 18 a metter which 

has been referred to many tines by Chatnnan Jerome 

r rank or the Securt ttee and EXchange b Commtseton • 

- l fi -
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5. Excise or sales taxes - These taxes .are 

easily collected, and 1t the rate or taxation is 

kept low 1n proportion to the value or the thing 

or service taxed, they do not then unduly burden 

business and industry and do not dry up the sources 

or revenue . It should be borne in m!nd, however, 

that excise taxes in errect tax income, and that 

the proportion or income or people or 811811 means 

taxed through excise taxes tends to be much 

greater than the proportion or income so taxed or 

people or large means. The poor have to spend a 

greater proportion or their incomes l1xl on 

consumption goode and services than the rich. Thus, 

exclee tax tends to bUrden taxpayers in tnvorse 

propor tion to their wealth. Thls le precisely 

the oppoatte ot the 1ncome tax lteel:t whtch burdens 
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dteproporttonately the people or large wealth, 

I f tt were thought poltttcally poeet ble to have 

en ideal income tax tn the 1mtted s tates and to 

tax adequately 11111a11 tncomee, aa t hey do tn 

England tor instance, then there would be a good 

deal to be eatd for dtepenetng wtth exctee t axes 

altoeet her and throwtng t he whole burden on the 

l nco me tax. But as long ae 1 t t a thought to be 

poltttcally inexpedient to tax small incomes 

dtrectly, except at nomtnal rates , it wtll be 

rtnanctally necessary, to collect a cons1derable 

part of the revenue through exctse taxes . 

So much t or t he tax s1tuat1on 1n general . 

3!0 

Perhaps the queet1on whtch 1s uppermost tn your 

mtnde at the moment 1a, •Just what te the sttuetton 

- 17 -
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u or toc~ay,• I Will 10 beCk and ~lte tbe 

hUtory or the put rn mntta In chronological 

or der eo that you may have a clearer picture or 

the answer to that question , 

(1) AI one or the laat acts or the r tret 

aeeeton or the 76th Congress the House or 

Repreeentsttvee paeeed a resolution authorizing 

1 te ways and Ileana CoDIIIl ttee to lllCJ(e a thorough 

l ll 

study or the tax sl tuatton and report to the Congress , 

(2) The Ways and l~eans Co111111 ttee met and 

dtrectec1 lts SubcoDIII1ttee to comply with that 

r esolution . 

(3) As a result, Chairman or the Subcomlttee, 

Jere •••pwc•• cooyer, tn the last two weeks or 

that Congress, conducted a sertee ot meetings wtth 

the starr or the Treasury and ~he star r or tbe 

- 18 -
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Jotnt Commi ttee on Interns~ Revenue Taxation . 

(4) As a result or the$e meettngs, the 

Subcommittee instruct ed theJoint committee starr 
' 

and the stet! or the Treasury, to devote themselves 

to s t udy and preparetton or data upon 11'.8l\Y phases 

ot t he revenue lew. 

(5) At the same t tme, the Treasury was 

Instructed to conduct on behalf or the Subcommittee 

or the Ways and J..:eans Commttteo tnronnal hearings 

wtth taxpayers and the public genorally wtth a vlew 

or getttng ! rom all groupe Interested as much 

lnrormatton as poeetble on the procttcal approach 

to tmprovt ne the revenue structure . 

{6) Pollortne .these Instructions, we sent out 

letters to appr oxfately 1,600 people reprosentl ng 

labor, ~riculture, industry, educational tne t ! tutt one, 
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31 3 
Jhe response to this appeal wae lnetanteoue, 

and the good-wlll developed thereby hae become 

increasingly apparent . Jlore than 300 1ndlv1duals 

have appeared In person at a series or tnrormal 

conter ences conducted here In the Treasury, and we 

have collected a mass or very valuable ~eta which, 

' 

I hope , wtll rorm the nucleus t or a permanent record 

tor the r uture . 

It has been a long, tedious task but I believe 

has definitely c reated the impression t hroughout the 

entire country that we are trying to do a stncerc 

and earnest job. 

we are ,. .. ,.,. busilY engaged at this mo1r.e1:t 

digesting this data. I am hopeful tbnt, ~ pri or 

t o January let, we will be reedy to eubni t our 

tlnal report on thte phase or the work to the 

, . 
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So far U tbe Trea.8ury 11 CODCel"'MMd, tt 

has no tax program to sutalt at thte tt•. •• 

ere still devoting ourselves to a tborough-£01QI. 

study of every phase of the problem eo thet 1t, 

ae, and when we are called upon we ehall not be 

unprepared. 

- 21 -
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G:!OUP ~!i::ETDIG llove111ber 22, 1939. 
9 :30 a .m. 

P!"+'sent: Ltr. IIanes 
Riener 
Stewart 
Thompson 
llhite 
F'oley 
Harris 
Cochra.n 
Haas 
Graves 
Bell 
Klotz 
Duffield 

.: . . . Jr : 

!:t..nea: 

l! . ! .. • Jr : 

Poley: 

.. . ' •· · · • ... r : 

:ol ey: 

; .. t . Jr : 

F'oley: 

r!. t: . Jr : 

roley: 

H. IJ , J r: 

J.!t-. 
r.lr . 
Mr. 
Mr. 
r.lr . 
t~r. 
r.lr . 
JAr . 
Mr , 
Mr . 
Urs 
Mr . 

Anythins on your J:dnd? 

No thing except this letter froc r.: . P . Olen that 
you wore anxious to get that information on. I 
aeknor.l edged that. 

Good, I 1111ght as well read it now and c ive it 
back to you. 

I t houQht you might want to keep it. 

O. K. 

Sam Klaus says t here i s n very 1mpot•tr.nt deve lop­
ment in the Annenberg ease and "ant s to talk about 
1 t . 

0 . I' . 

Would you be free sometime to see c.mpbell and 
Clark? 

llo , I don't think so. I can 't just stop e vory­
thing . I have got an impossible day . It i s just 
impos s i ble. 

I t isn ' t something that has to be done . 

I could have done it yesterday but he couldn ' t . 

I aesume he was t alking with the At torney General 
about the thing they wanted to t alk to us a bout , 

He will be here again . 

315 

Regraded Unclassified



"oley: 

H.M. Jr: 

t-o ley : 

Cochran: 

u.r.: . .!r: 

Harris: 

Foley : 

H. J: . Jr: 

Cochrnn: 

h. l! . Jr: 

Cochran: 

l!. l!. Jr: 

Cochran: 

ha rr1s: 

Cochrnn: 

H.r;. Jr: 
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Yea . 

What else? 

llothing. 

Just had this letter for Mr . Harri s on thnt tin 
propos i tion. 

I hllve this letter from rlelles , a mo s t peculiar 
document, in which he aalcod me to dea1£)Ulte 
somebody to represent ~e on the ~unitions Board. 
Ina,.,uch as it is oostl:y ln a.nd out stuff - last 
ti.-.o I had liuntinston C&irns but th is t ime I will 
have !laa11 liarris represent me on the !:un1t1ons 
Board. It is all stu.rr to do with shippins. 17111 
you be willing? 

Yea . 

And I t hlnk i f you could - somebody could post you 
on th1s stuff. 

Ho c= talk to Hunting ton . l'.'henove r he can ' t go, 
Hunting ton can go for him. 

Have you got those memos ready? 

Yea . The one is completely finished and the other 
is being typed now. The7 will both be ready this 
moming. 

Will you see that-" I get themt 

Yea, absolutely. ' 

I th1nk t he President ought to know about it . Does 
anybody know when Butterworth is going back! 

I asked tum yesterday and he seemed to think this 
ia the center of interest r i ght now. 

He told me within two weeks. 

He haen ' t f i xed any definite do.te . 

I den' t blame tum. 
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Cochran: 

H. rt . Jr : 

s tewnrt: 

H. U. Jr : 

Hans : 

E. t!. Jr : 

Du!'fl old: 

Bell: 

\lhlto: 

H.M. Jr: 

Haas: 

1!1etler: 

I!. I! . Jr: 

1!1ctler: 

H.I!. Jr: 

White: 

Ri etlera 
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I don ' t either. 

You are atill doing some atarr work on that stuff? 

Yea . 

George? 

Where 1o Bell? 

You haven•t aeon thes e for a little while (handing 
report to Secr etary} . 

I hav e ao:nething I would like to show you, l!r. 
Secretary. It will take abou t f ive minutes. 

You are out o f l uck , George. !lot this week. 

(Yr. Bell enters the conference) 

Have you got a written excuse? ~/he re i s it? 

Did you write it in the re? 

I have got the evidence. Seo that swelling (indi cat­
ing face) . 

Take the gum out of your mouth . 

Anything elae, George? 

llo. 

Colombia at 10:00 o 1 cloekf 

Yea . All right? 

Yea . Yesterdey we found in tall<1ne; to Feis t hat 
there 1s quite a bit ot ba ckground on this that 
we weren' t too well posted on. I think it wo~ 
be a good thing to have Welles bring hia. He 
didn ' t know anything about the meetins a t all. 

Well , I dan 1 t like to • ••• 

He eaid Welles knew everything that he knew. 

Ha a aid he had told Wellee eYerything that he knew • 
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ll .M.Jr : 

lih1t e : 

Hi c fle r : 

H.M. Jr : 

'!l e!'lor: 

l!. l! .J r: 

'lletler: 

E. I! . J r : 

r.'hlco : 

H. J.t . Jrs 

\JJl it e : 

'l1etler: 

H. Jt. Jr: 

lobito: 
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I don' t like to call up Welles and tell him ­
do you fellows know i t nowt 

We know what he told ua , yea. 

It wa a background that we didn't have . 

How am I going to get that between now and 
10 : 00 o 'clock? 

You can get i t then easily enou&n. 

O. K. 

318 

I think he ought to be hero. I hope Welles b r ing s 
him. 

Have you got an agenda? 

Yea. \'/ell , it i s verJ simple. The first point 
of tho agenda i s to find out just what 1a going 
on, which apparently we were slightly misinformed 
on or not tol d the whole storJ. 

Tnke a minute a.nd tell us now. 

Simply that according t o Feis there haa been no 
dof1n1to offer nor is there any oortalnty or any 
definite offer, so that our presumption that they 
are goi.ne to offer t hree percent, move up to four, 
may or ma y not bo the situation. I gAthered - ~ 
impression from Fe la' statement waa that he would 
be much aurprised i f there had been a deflnlt·o 
offer made. 

Thoae terms were terms which ho had SugGested to 
them wblch th.ey had thouaht Col oobia ml&ht approve 
and we are bearing t heo , but there 1s no indication 
at a ll that t hey are prepared to make them. 

We U , I think the thing that we ••• • 

He 1e eomewha t annoyed a t tho way the t hing is being 
handled. 

llhot 
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H. li.. Jr: 

\ih1t8: 

!l.L!. Jr: 

\'lhit& t 

Ki efler : 

Cochran: 

H.ll . Jr : 

Co chro.n : 

H. Jl .Jr: 

Cochro.n : 

I!,L J r : 

iihi te: 

Ri etler: 

V·hito: 
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Feia. He thinks too many people have got their 
fingers in this pie. 

By t~t, doeo he menn tho Treasuryt 

I don't know who he means. 

Well, I think the t hing to do 1o - I had this in 
IILind anyway, but this just stren~;thono my opinion -
the t we ask llr . \7olleo the t 1C we are go ing to 
continua that I have a chance to see the oredit 
r epresentative of Coloab1a and talk to him myself. 
It seems to me that that 1s the eaay way to do it . 

I should th1nk i t would bo eaaontial. 

Oh, yes . 

I just bave one littl e r eservation. 
goins to speak wi th the bondholders 
at all- I don ' t know whethe r i t ia 
I woulc do i t befor e tha t . 

Before wbatt 

Before seeing J aramillo. 

I! you are 
a ssociation 
advisable -

l'ihyt 
I th1nk they have a lot of background that we · 
probabl y haven't here . Aft er all , they are tho 
ones who ~o on represent1nn tho bondholde r s , t r ying 
to get agreements and I thi nk i t would hel p thea 
qu1 te a bit i f we a t leas t consult w1 th thea or. 
got t heir views, whether you take thea or not . 

fila.t did you fellows do laa t night aboUt i tt 

l'lo talked about wha t the speci fic procedure ~g)lt 
be . Foia was asked specificallY how bo woul~ 
be.ndle the s i tuation. I don ' t know 1 f i t is 
l egitimate to give hia reply. Do you think he 
would object to tbatt 

I don ' t know. 
After tha t preamble, I auppoao I bad better give 

it. 
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?. . !! .Jr: 

lohite : 

'Uefler: 

H. Ji. Jr: 

flh1 to : 

220 
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He felt that the way to handle the aituation now 
would be for h1ll! t o ge t in touch w1 th this repre­
sentativo and aeo whether he cannot got a definite 
otter from him that would be acceptable and let 
everybody else for the moment step out of the 
pioture until he baa obtained a dofin.ite offer from 
them, and then , I take it, he would confer w1 th 
the bondholders to induce them to accept i t if it 
wore reasonable. Then after that •••• 

\'lha t has been going on tor the last two and a halt 
week sf 

I don 1 t know, air. 'lbe only thinG we know are those 
two letters which you received. He te l ls that the 
bondholders in th1s instance have so far done a very 
good job and that thoao who are cr1t1c1z1ng are not 
aware of all the f a cta. 

l~at camo out of our meeting moatl y waa the tact 
that it seemed to ua that t hia meeting this morning, 
each person should first of all give a complete 
report or everything he knows about it. It is 
obvious that different depnrtmenta have been making 
movoo and that the othere nren't completely informed 
and it is terribly 1mportnnt that at this meeting 
thia morn1ng we simply try to got the whole picture 
on the table or else somebody is going to slip up . 
That is why I brought up the question of his coming 
here. 

Well, I 81:1 back - yesterday we had ono z:teeting and 
today we are bav1ng another. I can't mve any 
faster. I think the starr work on it ia - shal l I 
aay lousy! Cocpare w1 th tha t what we did in t wo 
daya for these other people . They were here t wo 
daya. I ~ook the reaponsibilitr . We eot them 
cleared up 1n two days and the7 are gone. I could 
do the eace thing 1n Colombia in three days if 
these people would let me . In two da7s the thing 
io cleaned up and the7 go h0111e • 'lbe7 could sale 
tomorrow night if they wanted to. But the State 
Department won't let me do it. 'lber o 's no uee 
kidding ourselves . If it was my responsibility, 
I could olean up Colombia in a week. 

I think a lot of the mi.sundera tanding will be cleared 
up at thia meeting, 1n response to specific questions . 
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H.!I . Jr: 

11ufle r: 

Y. . t' . J r : 

lihl te : 

H . l~ . Jr : 

\ill itO: 

ll . !.t .Jr: 

l! . I'. Jr: 

'ub 1 to: 

l! . t.! . Jr: 

Cochl~: 
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On the other thi ng, the SEC was aimply ewell and 
we went through these thinaa nnd got fixed up and 
there '"'" about a thousand t1meo aa much money 
involved. Right? 

221 

The problem he r e 1s that there 1a so much background . 

That ia up to you gent l emen to get l t and if you 
don 1 t mind my saying i t , tho TreaiNry d1dn • t h a ve 
t he background last night in the dress rehearsal . 

'!here is only source of 1nfomat1on we can have 
on p riva t e negoti ations going on between the state 
Department and the Pan-American countri es and tha t 
is t he State Depa r taont and 1! they don ' t tell us, 
why , we could ask for 1 t i f you want us to push 
it. If that i s what you want, I will e ither get 
the information or get them to say t hat they won 't 
t ell us; that is easy eno~. 

I asked you gentlemen to do that before you l eft . 

That i s "hY we got Feis down and go t some 1nf onna­
t1on . 

You got him dovm aftdr you came out of my d ress 
rehearsal and we didn ' t kno•t 1t . 

I waa under the i mpres aion, Mr . Sec retary, that 
t hat lette r I was permitted to l ook at was highly 
oon!identlal and for you onl y . I didn 1 t eve.n 
know whether I could tell the State Deparb:ent 
that I had seen i t . 

Let 's g o on fr<EI here . Tlhite and Ri ener and 
CochNI.n , I 8J:I pushlng t his thing , and e1 ther push 
your way through until you get It or come to me 
and say you can ' t get it. 

It we have your permission to do t hat , I am sure 
that we •••• 

You can. I just ean't always hMve to be the self­
starter on this thina• 

Could we have your permi ssion - I haven ' t talked 
to Harry. to see whs thsr be agreoa or not - to 
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H.li . Jr: 

ilhlte : 

1!. 11 . Jr: 

s tewart: 

!i. !i . Jr: 

Har~1a : 

!I , II . Jr: 

1ravos: 

H. U. Jr: 

Jell: 

H. JJ, Jr: 

Bell : 
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get one ot the bondholders• =en here, the 
aaaoo1at1on's - I mean 1f Barry and R1etler 
agree with me on that? 

Let 1 s announce today that we will. I would 
l1ko to meet one of those fellows myself. I 
doa 't know who - could you get that book? 

I have it 1n my desk. 

Send for 1t now and let's take a look et it. 
One fellow there I know 1a a llll.gbty nice fellow. 

You couldn't get a better man on there . 

I wee thinking about having Trephagen eo""' up 
i n the country this week- and to talk to me . 

They have the Swiss Minister in there now on thi s 
watch movement and it ia going along. I don't 
know whet 1a going to come out of it. You may 
went to lay i t before the State Department . It 
1a very involved . I am trying to oerry out your 
w1ahes on it. 

0 . K. 

Harold? 

Nothing. 

222 

Bell , I have changed. 'Ill'/ mind. Lest night about a 
quarter of seven the Ac~g Chairman of the Pederal 
Reserve called me on the phone and aaid that he 
had heard that there was going to be a financing . 

Ransom? 

Yea . Did you .tell him? 

I told him we probably would not haVe an Opon Market 
meeting but there might be aome N.nanc1ng th1a 
wool<. 

I think we had better 
llaOO o'clock Yonday. 
I have got to aee you 
cold on thia thins• 

have one ao we will mark it 
Sometiute today or to1110rrow 

and Oeorge and I am awfully 
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llall! 

1! . !1. J l' l 

!:ell: 

i •. . • Jr: 

''nite : 

\."n1t..o : 

li.l • • Jr : 
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Well , I would like t o see you sooetime todar on 
this p rog ram. 

323 

Lot ' s see how long t h i s darn meeting on Colombia 
l asts . I will tell you now . I will a oe you and 
George and anybody else thnt oomoo in on it at 
2 : 15 and h ave a preliminary t alk on financing . 
Tho. t is today. 0 . K. ? 

Tha t i s all right . 

But I WCllld like an Open Jlarket - 1o Viner brl.nging 
1n Towe rs? 

r.e bod a l ong talk w1 th Towers and then Vine r tall<ed 
with h im a i tor tbs.t and he deci ded after ve got 
through that there was no special reaoon r or h lo to 
talk with you, tha t we got whatever he had on it . 
Our man that we had down there in Venezuela has 
returned . Se is here. Wr . Fox or the Tariff Cor.­
mi asion , who is in charge or the Comoission, has 
aolced to borrow him until they ge t throut;h writing 
their fina l report, wh ich may bo •••• 

Lot ' a s e e VlhO are the Directors of tho Bondholders 
Protective Co~ttee . 

Tho r o 1s a much longer list of Director s than I have. 

Traphagen - he would be as good a man as any, wouldn ' t 

he? 

Yea. Francis \,'hi te 1s an activo nomber in the 
negotia tiona but Traphagen , 1 think , i s &<>Od. 
Francia 1'1'h1 te, I don ' t know. 
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;!Z COLOMBIAN FIIWI CE llovem~r 22 , 1939. 

10100 a.::~. 
Present 1 

a.r:.Jr: 

'.elles : 

H. H. J:o-: 

~.elloe: 

f . ... Jr : 

~ellea: 

1'ih1 to 1 

H. !.l .Jrl 

Welle a: 

• 

llr. Hanes 
r.tr. Welles 
lolr. Frank 
t.lr. Lincoln 
lolr. Foley 
Mr. White 
Mr. RioCler 
ldr . Cochran 

Gentlemen, I have this letter from Mr. Jones , 
whieh I am sure you are familiar with, and also 
the letter fro::> you (Welles) and I don ' t know 
whether there is anything between ua up to date 
as to what is the relation of our Oovern=ont 
w1 th Colombia, other than thou letters. 

There 1a nothing thnt I know of other than that . 

Wel l , we had a little meeting last night . I 
haven't seen thi s . Supposing I read this out 
loud. 

"1. \'/hat offer is the Colombic.n Govemment making 
with reepect to -

" (c.) servi cing the federc.l debt ? 

"(b) servicing the local government oblipat1on? 

" (c) servicing of the arrears of interest paymentst• 

Do you know what tho anewers arof 

Unless it is contained 1n Jeaao '• letter. 

No. This is information that we don't have. 

I am afraid I can't give you that . 

You haven't got another copy, heve youf 

Yea. 
Will you give Mr . Welles ono and also Mr. Frc.nk. 

Thia i s contained in Jesoe 's lottor to you. 
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H,IJ,Jr: 

l.h1t81 

H.!.! . Jr: 

\lhi to: 

\Telles: 

\Vol l e st 

H. J&,Jrt 
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Well , what is the answer to thatt 

To whiCh question? 

This point l, Does Mr, Jones answer •a•, "b" and 
"o"' 
llo , I don't tb1nk he answered it. He gave the 
representative ot Colombia his 1doao of What a 
settlement would be, but I t boueht there was sauo 
indication in Mr. Welles' letter that they might 
be prepared to make a specific offer. It didn 't 
go into detail. 

f'looa what the Colombian representative has said 
to ""' • what they have 1n a1nd ia the immediate 
reSUIIIPtiOn of 1ntereat pa:flllonta at three percent , 
Ilia ideas, I think, coincide with tho i deas ex­
pressed by Mr. Jones here , that is , a ten-year 
poriod at three percent and tour percent there­
after, 

Is the interest to be fUnded? 

That is to be handled , I bel1ovo, in another way. 
1'/ha t the Colombians have ln mlnd 1s one percent 
on the default, Jesse expresaod the idea to me 
that that should be bandle.d in a cl1fterent way. 
I don't know what he means here : (Roading) "It 
would be deairable to have •=o such arrangement 
aa would permit the individual bondholders to 
convert their bonds i .nto milreia.• He is contused, 
I 1mag1no , with Brazil there . I thinl< tho situation 
really i s this: '!he Colombian Government 1 a idea 
is 1:10re or less along the i dea of what Jeaee con­
siders f &1r and reasonable. The Coloo:sbian repre­
sentative, however, has written by airm&il to the 
Pre•ident of Colombia , comcunieating to him the 
impreaaions that he got rroc Jesae Jones , and ia 
now waiting until he heara turthor . I don't 
think there ia any material divergenoy between 
what Jeaee i ndi cat es bore and what they feel about 
the -ttor. 

In the Treasury, we think it just oompl1catee the 
matter by adding that it would be desirable to have 
sCilla auab arl'&ll6"ment to porm1t 1nd1v1dual bon4-
hol.de n to 000vert their bond& into adlreis to be 
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usod 1n Colombia to pureh th 
1'/e think that is Just oup:~huo~" for export . 

I don ' t see a~y particular roason for it. 

SEC - Mr . Lincoln's office - might find a method 
of Juggli.ng their payments . 

326 

In default it works out vory badly. You sot u 
an automatic system for repatriotion and you k~op 
your exchange exhausted oo that it ia al l the more 
difficult to make 1ntoreat paymonta. 

that , I Qay say, was not an i doa expressed at least 
not to me, by the Coloabian ropreaontative: I think 
it may be Jesse ' s own idea . 

Aa tar as we are concerned - I don't know i f I can 
speak for the SEC - we would Just as lief see that 
part dropped. 

I think 1n that line there would be ao:nething to be 
said for ha v1ns the bondo alrondy bourh t back 1n 
Colombia ; have a Colombian domooile, you mi gbt say, 
converted in milreis nnd ge t them out of the pi cture . 
I think that is something thnt should wel l be con­
sidered because ther e is co~nly supposed to be -
thoro are known to be 10 million - I mean & m1111on 
or tho notional government bond a back . How MUCh 
more , no one knows , but it aeons there m1£ht easil y 
bo 8 or 10 million more . That io just a ouess i n 
the dark bocauso the r e is no 116)\t on tho subject. 
But it would be socethi.nz to ha vo t hose back out 
or our picture. 

Thoro is another sortous dlsodvan tage to the iugges­
tion or Mr. Jones on oconooic grounds . I don t 10'\ow 
whethe r you want to t ake it up here . It may provide 
for a l argo supply or milreia on tho part of those 
who wan t to take advantage of that clause, who 1n turn 
will at tempt to sell 1t on tho Qarkot for whatever 
they could get and would tend to depress the rate 
or create another rate and upnet thoi r own exchange. 
I wonder whether they have thought the thing through 
or whether it appears to be tho t hinS indicated on 
the surface, but i f it i s the latter I am doubtful 
whother in t heir own 1ntorosta it woul d be des irable 
unleaa the:r bl ocked those balances and d1dn1 t permit 
their uae except under very careful conditions. 
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That in i tself would bo n new cocplication. 

Yea , I should thi nk eo. 

327 

Aa I understand the s i tuation now, the Colombian 
Ambaosador has written ba ck nnd ie Yla1t1ng to h.ear 
fran them, is that rigbtt 

ThAt 1s right . 

And just as soon as he hears , could you, Jones and 
I a l t doml with him and •••• 

\'!ell , I think that 1s one point that ought to bo 
dete=!.ned because apparently Jesse has cade certa in 
very definite proposals whi ch he resards as authori­
tative proposals . I see the Treasury Department has , 
I th ink, a very reasonable objecti on to 1t . I think 
it is unnecessary. 

In the Administrat ion f aMily , can I nek - I mean 
did J onoe see this man with tho approval of the 
State Depnrtment? 

Josse onid he would liko very much to aoo him befo r e 
ho vtent for h i s holiday snd I arr anl)Od it myself, 
but my understanding wao that he wns gping to lis ten 
to 'Mla t Colombi a ?las go1na to propose and not mke 
proposals himse l f . 

Well, in order that the Adlll1niatra tion have a united 
f ront, I don ' t know when Jones gate back but there 
i s nobody there 'llho can talk for himf 

Ho one. 

But aren't you anxious to clean tbls upf 

I am not onl y anxious but I a= terribly anxious to 
cl enn it up . 
I am ready, beginning with next Tuesday, to ai t on 
thia thing until wo do clear it up . 

Well now, if he hao a repl y by that time - do you 
want to wait until Jeaee gets back or do you want 
to wait until thent 
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1·/ha t "'" ought to do 1a aet b\Uy on tho phone and 
then you and I si t \11th this eontl~mnn until >~e 
do cot it . 

1111 right . 

fin~ I nm willing to get Jonoa on the phone and 
tel l him that this i~ Whllt we !lrC (:C1fl8 to dO 
and he coul d ndvise by phone . He cnlls up his 
office tv1o or three times a d&j' nnywa;r. 

All rie ht . 

I will tell them to l ot mo know if he calls up his 
office todn;r. F.e is usually on tho phone several 
times a day . Eow does that strike you? 

I think that is a vory ,;cod i dea . Did :rou •ny 
tl'ti t 70u "'ould be back here on Tuc s day? 

I will be b nel< here SUnda:; ni ;-ht . 

I think it mi[ ht bo \Vell to clean up e 0<1e of the se 
thiflGS before we start tnl ld.ng business . 

I wi ll do finan c ing Mondny . 'That 1s the :•eason 
I say •ruesdny. 

If you will see him for a short period lionclny after­
noon , I will arrange the nooting . 

All right . 

He speaks Enelish ve ry well . 

Knowing that you havo t his , I W0'.1ld Just like to 
si t continuously and 1n two·or throe days "'" oUO:t 
to be able to clean it u;> . l!o could use the phone , 
eo,llt\n ' t he, down there? 

I think so. 

Woul d i t be h e lpful to have TrnphAgen here? 

!lot in the least . I don't seo nny reasc>n . '!'hero 
1a too much t hnt he has to do clown ther e . I don ' t 
aee anything in particular thnt he coulu contribute . 
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Tho thing that bothers me , I would like to have 
some way to bring i n this Bondhol~ers Protective 
Committee so that we cnn sort of get them to 
commit themselves by sny1ng they are satisfied. 
Before you came tn, Ur. Frnnk said that if some­
body could come down here Friday from the Bond­
hol d ers Committee he would like to s1 t down with 
them and tnlk with them nnd e ot t hem to s ay how 
they reel about it. 

Your thoucnt ie to how the men on that feel about 
i t ? 

Yos , try to get the benefit of whatever they have 
and then men •e do tlllke thiD deal we will have 
tho hope that they will say the;v are satisfied. 

Uy only though t was that probably tho better way 
to handle it would be for us to dotorcine here 
What we thougpt fair and equitable . ~on i f the 
Colombian Govern:oent ia willing to mol<e an offer 
that we consider fair to the bondholders , tho 
offer Ylould then be made on their own initiative 
w1 thout nny intervention on the po.rt of thi& Oovem­
ment through the Protective Council of the bond­
holders . 

\'loll, do you vmnt to talk on th1at You are one 
or the people pushing me, aayin1 that you feel 
you ought to seo them before you nnke tho deal. 

I agree with ~. Welles a a far aa the correctness 
of the official procedure. I think it would be 
dansorous i f we got between them in nny o!'flcial 
way - I mean after a l l, they represent the bond­
holders and " e don 't \7ant to get the honors for 
a settlement that the;v will criticize because there 
will be a lot of crit1c 1am ~1loh can arlee on tbote 
thin8S• 
on the other hand , 1 t aceoo to oo terribly 1cportant 
not to leave them wi th tho appearance of holding 
the bag that we could oee them beforehand and get 
somo ao~t of understanding and it would go through 
muoh smoother . 

I agree with you, 1! you could get it . Rave you 
any reason to believe that you willt 
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I don ' t know the Council at all . That is why 
I thi nk t hat part h a s to be ve ry carefUlly ex­
plored. I know thnt thoro is a chance here for 
t e r rif i c criticism. I ha ppened to par ticipa te 
in a loca l sess ion up at Pr1nooton the ot hor 
dny and there can be a lot of nasty critici sm 
eo11e out unl e ss that 1s ca refully worked thr ough 
beforehand. 

Your suggestion , Ur . Welles, i t mi rnt be dangerous 
t o get them in t oo soon becau3o then they could 
begin their criticisn that much ooone r , i s that 
i tT 

'!'hat 1s -ay fear . As I s ee it , the onl7 way that 
t his Government should &et in t he picture is in 
th13 way. The Col ocbi an Government wnnts !acili­
ta t ion of Ct'6d1 t i=ediatoly a mount i ng to about 
10 nil l l on dollars . 1:e or Jeaao Jones shoul d 
announce t~~t he is prepared to advunco those 
c redits on whatever ba s i s may be acroed upon and 
that t h i s Government is taltinll this step because 
o t i ts knovtled ge that the Columbi an Govel.'ru:lont 
hns made , throUGh the bondholde r s , a fair &nd 
roo.sor.P.b l e offer. That 1s 'mere our opinion a s 
to tho fairness and reasonoblcnc88 of the offer 
l eg i t ima t el y eor.tcs i n . I thi nk you I! . !.! . Jr . ) and 
I hove agreed f r om the beg1nn1ns that we •hould 
npt aet a s a debt collector or negotiator, 

I sti ll feel this : I havo n~vcr mot any ot thea . 
I have damned them unfai rly but I have never oet 
any of t heo . l! r . ?rank isn ' t acquaint-ed nth them 
and the thou cllt was that 1t we rot these peopl e 
do"l'ln he re and t alked w1 th them L"'d treated them 
like huaan beings and , a s sooebody sugr ested here 
yesterday, i f F!'llilcis \.bite is a.possible, •ay to 
g1 ve us somebody who we think is rea sonable and 
can be s atisfi ed, maybe we con r ot so~ebody . Isn ' t 
tha t •lha t y ou had in mind? 

~t 1o r ight . 

And o.o I e;ather , !Jr. Fro.nk , you oro l"lilling t o 
take the time on Fr1d4y e.nd jus t sit down and 
get a cquaint ed with these f ollows. 
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It that is What e verybody thl.nko is desirable, 

If they nro going to be the organizntion •me 
finally hnve to announce that this is an agr ee­
ment , I think to just get acqu.aintod , meeting 
with them now, would be helpful, rather than 
to do everything and. say "Hero ie an agreement 
you take it and like it . ~ ' 

If you gave it to them abruptly that way and they 
wouldn't accept i t , then it would apoi l tho whole 
situation. On the other hand , thol'<l 1e the danger 
Ur . Uollea points out that i f you put i t out too 
early you enable theo to build up their arguments 
againot it. It aeems that Lho latter i s the 
leuor evil . 

Couldn't the latter bo someWhat avoided by mer ely 
mooting them to get their views without in any 
way indicating what the Colombian Government has 
offered or stating that they have offered anything, 
and let them state their views and lot us get some 
noti on of what they are thinking about , Apparently 
they alrt~udy know there is some offer in the wind 
because or the way the bonds are acting. The 
market seems to be very hopeful so that I take it 
they have s01:1e familiarity with Ylhat 1a goins on, 
y,et some conversati on with them mieht give us a 
line a s to what is running in their minds . 

I think the idea that Dr. White suggests is ex­
ceedingly desirable. Uhat I was a fraid of was 
that it you gave them any indication of What we 
considered fair and reasonable along tho lines of 
Joaso's letter, that t hey would lmmediat oly build 
up to the ?:ew York Herald Tribune and certain 
other popers a wild attack and got tho bondholders 
persuaded at the outset that we wore sponaoring 
something unfair and make it so that probably tho 
bondholders wouldn't accep t it. 

I am a fraid of the forn~or one. Arter all, this 
s ettlement, even though i t means a bi g resumpti on 
for the bondholders , is a heavy cut in their con­
tractual obligations and I am afraid they wOQld. 
go out and say we couldn 1 t do any more because 
tho United Sta tes Government eaid thi s, and put 
tho whole onus on us for giv1nn away the bondho1ders 

1 
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monoy. '!ba t 1e why they hnve go t to a pprove it. 
They have to say that lt is a fair eett lement 
o.nd a good on e . 

I don't think they would get mu ch publicity ro r 
aaying that going up that much iu a se r lous 
acalinfi down of their t•lghta. 

But you are not doing anything on the back in­
terest. 

The ColOtlbian Governt!ent is prepl>red to deal with 
that . 

Uy own feeling i s this : If the SEC are willing 
to o1t down and. just get acquainted with then, 
haVinf socebody from the Treaoury and so,ebody 
f r oo the State Department and sit down and sort 
of have a get-acquainted meeting , I think it 
woul d be very good . 

Mr. Lincoln doos know ~he Council . He is opticlsti c 
about getting t heir currents boc11uoo , aa he puts l t , 
they 11re on the spo t and they have got t o shOVI some 
accomp l ishmen t. To re j ect an offer ouch as this 
nnd have no thine, by way of an n l tomntive would be 
very difficult. Aft er all , their r ecord of a c com­
p lhhmen t hasn ' t been •ter y g roat . 

I feel very opticlstic. 

I Al:l glad Uu1 t you feel t hn t way . I thinl< that 
out of the President 's sta~eoent at the ~nite ~ouse 
there was a conflicting int erpretation t aking on 
a political reflection, a s re a l l know , and I hope 
you are risJ1t . 

Bllsed on the past , I should feel that lt T.OUl dn't 
bo impossible to deal w1 th thalli. 

I am s a t i sfied i f Mr. Frank is willing to invi te 
thorn to come down . 

1 think t h o thi ng to do would bo to i nvito them 
down . I will 111e e t with thOm 11nd anybody else 
that wants to . we will just cha t , get their ideas, 
l e t J.lr. Lincoln who knows them brin6 ou t the i r 
v1ewe, amoke them out. 
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Do you think it would be adviaable to keep it 
down a a •-11 a a you eouldt I don 1 t know how 
th1a committee fUnctions but there 1a one man 
on that committee that you can talk with who I 
know 1a a t ine fellow and t hat 1a Traphagen. 
It we ge t one man d own there ana tell h1m what 
the problem 1a •• • • 

If you know him, why don 1 t you call h im up and 
just say that t h is 1a an informal t alk and why 
not come down; i t i s not official. 

That 1a tlrf i dea . Get him 110rking ror ua on that 
COl:llllittee and aay, "Bell , we have eot to do scce­
th1f16 , 'llba t a.re we going t o doT l!aybe we ean get 
aomo better deal here.• 

John •..• 

It you are talking about poraonaliti ea, I am 
a f raid you canno t persuade him to take the point 
ot view or thnt othe r thing. I think he is the 
moat violent member or that committee. 

Maybe I can't , but I have kno~n him tor 20 years 
and I ha vo never had any trouble w1 th him. He 
may have the Republican v1e~o1nt. I will t ake 
a shot at it, anyway. 

Ia it the i dea tha t you aee whether you could get 
him to come down Friday? 

117 thought was, !Jir . Secretary, that we not make 
a b i g mee t ing out or it because at a big meeting 
we aN jua t not going to get him to aay anything• 

Are you going to be here Frida)'T 

Yea , air. 

Could I make this susgea tion, that you invite h1m 
to have lunch with you and Mr. Frank and Mr. 1\'ellea . 

I think that i a too big a meeting. 

Leave me out . 

I • • • • 
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Cnn 1 t you see h1m alone t 

Sometime Jerry could do it or Jerry and my self 
or .. .. 

t oo.vo me out . 

You don 1 t like himt 

I think i t would be much eader fot• you to handle 
it . 

lih:r don 't you ask h1m to ccco dom and ask lo!r . Lincoln 
to coe~e ove r as a technic ian. 

Swell . ll1nd you , I don't want to i nject oyself i .nto 
this thing. I j u st think it ttould be h6lpful - you 
co.n certainly get the fellow to talk by h i mself' and 
you cannot get h1m to talk before a bunch or Govern­
ment officials. He jus t won ' t do it. He just closes 
up like a clam, 

Supposing you do it your way . 

IJon' t call i t my 1·tay , l e t ' s call i t our way . 

But l e t's do 1 t Friday . 

0 . K. 

t.nd then· you cnn let. u.s all know what happens . 

And i f you ..-ant !tlr . Lincoln to coac over, he will 
be glad to cooe. 

I 8lJI setting out on acx:>ctbillf I know absolutely 
noth1n

1
, abou t , but I will try to settle this if 

s anebody will tell me what the bill of goods is . 

Vo you th1nk he knows anything about wha t the 
details of these n egoti ations arot 

I don ' t think he does. 
fo r that m tter. 

I wou l d rather ho di dn 't, 

I thought the basic i dea Mr. Frank had wa s t o t ry 
to find out what they themselves were th inking 
a bout as a basis f or •••• 
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And 11r1 suggestion was that we juat c ot one member 
of that committee to work in that commit t ee for 
uo to tell u s what th ey are thinking about . 

Juot soften them up a li t t le . 

I Y~ould just say, "Here , we are no t going out here 
and mnke some proposition to those people e.nd have 
you followa come around and klck uo 1n the backsides 
about it, 17hat we "ant you to do 1o tell uo now and 
tel l us what klnd of a deal you oro going to agree 
to. Uaybe we are barking up the wron& tree , maybe 
you don 1 t want to make any deal. It that i s the 
caao , tell us now. " 

I think that is s o=:tethlng , of course . So far as 
tho information is concerned , we have the 1nfonoa tion 
a o to what the Council has sta ted they consider a 
f air deal . 

\'/hat 1s t hat? 

I haven't go t the f i gur es before mo. My impression 
i s that i t i s 5i per cent interest 11'Ul1ediately and 
full payment on the defaul tod coupon• . 

Old they suggest a ful l payment of t he defaulted 
coupon in cash or wao it in a no" security? 

I think 1 t was 1n a new security, a refunding opera­
tion bearing the s=e lntereat. 

And resumpti on at Si percent? 

Yea. Por the fi rs t t ime t hey have now stated 
deflnltely that they would begin at 3 and go to 4. 

They are not so far apart, if you could get them 
to give some klnd of new security for their back 

interest. 

t d a Percen t on the back lntoreat. You auggea e on 

I didn't suggest i t, that waa what they were talking 
about . 
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Tim t 1B about SO million dollnl"o arart · 1 
tleuring, f r o,-, what Joncn m•itoa us . ' roucn '.! 

'!'hie back l.nte ret~L woul:l onl y lonl wl tJ1 the 
faderol :-overnment. 'nlG:J nro not tull< ' n, about 
tho local f.. overnmen ';s , 

Thnt io ri(lht , tho national deb t . 

·cou,zhly, tour ycar:1 u t S perc.:on t. nn 1 ~htJ ""'U are 120:-e 
~hnn 10 n lllion outott<ndin ln 'hia co1u ry 1f 
:1ou ~ko out t he bonds thut h11vo b,.on '"-&};en · .. nck 
into Colonllin. 

:;,osa 
X'3 to . 
t.l.• 1"3 

nrrea~s !.:1 i..,te r•.:Sl ··.ave. O.C"" .,Jo·t at, a nonL~~"'Ull 
If there is to oe a ftCL l'~ ctQwn ~f i~~e~~t , 

ou,:ht to be " 3cel1n, lot.'l'l o• nr rcnrs . 

!:ounr\s like a · .o.ll Str~ot bn.n.J.:o l", 

I 01:1 no:-t! convinced then ove r- tht1t 1r v:._. al'e co l nc 
tc> fo llow th" for:1'.>l n laid <IM:n b~· • r . : elles , 
u vontuall:' t'U.s is co:.n Lo be uru•ounced b: the 
H.ontPto l ;ieJ•z Protec t ive Co:"1'1l tt.oo . ''ho OoC'n c:- •·e 
'ot ln touch •;;ith them , ... ~..: 1Jottur . •";orttt1nl:r I 
thin!: it 13 to r1•i'ol :t impo 'tunt 11' '"o ere :oi.tli' t o 
\&.:.>0 t hb.t :nochnnis~ , bocAu:;o" whn t in ... 1 IJ: u3e o~ 
11'1:,r t,eotln~ wl t:1. thi s tullow 'l\u.:s lltY tmr. .tm ::.6.J , 
\,u ull 1~·1e a nice nool , ,.~1u t:,on ·,;o ouy , "::ere 
1 t 1s unQ :fou ea.:1 announre 1 t . " 

I t., ifu:: tho P:-ot~ct!.vo Council la 'h-. dct.c • ln:nc 
t"c.ctor . ! den ' '; thin!: :,, -e !o r.. bo:·Chol ·er in 
thl a co\U'lt r:.• that woul1n ' t. lu.al;.• uccert !o~e 
point lilte t:taz . 

·,e nny not need to ~~~c t!'lcn. : \'OUld l i ke to eross 
thn~ briti ~e befo:-e \fV o o.n~· !'n:othvr. 

1\~ least ,,o can -et them to hol <l off o.nd no~ ~1;1\t 
you or boll a fire unc!e r :·ou . !lon ' t you thl nl' so , 
S\ll'U'Ior? 

I think thnt i s true and I think 1t 1a vc17 de3 l.:-­
n b l e to avoid any 9it1Uition of tltnt kind , bu t I 
hn vo rouohed the decision \mless the Pro tecti ve 
Council i s radi cally ovorhauled - nnd I hopo 
J' r •·rank 11g~ees r:i th rne - that 1t 1a no t "'il'lll 
to · b~ a b l e t~ serve tho pooltlon ~or which i t 
waa created. 
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i1ellea : 

'Uoflor: 

r:el les : 
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l'iellos: 

?rank: 

Lincoln: 

lielles : 

Lincoln: 

;"lallea: 

Hanes: 

r:ollea : 

Cochran: 
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Ia the chairman or that committee - 1a he the 
fe llow tbat is completely out or atepT Who 1s 
hoT 

Frnnc1e Vlhite is the pree1dent of it. 

(Discussion o r r the record) 

237 

Ae far as t h is partioulnr Colombian negotiation is 
ooncomed, we bave got to work with the assistant 
counsel. 

lolr . Wh1 te a ctually runs the Counc 11. 1 think he 
haa the complete support or the executive coc=l ttee 
and he himself undert&kee the nesot1at1ons that are 
held in this country. 

Maybe we bad better talk to him f irst. It looks 
to me like . • .• 

Perhaps you could get a much better idea. 

'Ihi s i s the 
directory. 
a ll sitting 

first t i me 1 have over aeon a full 
I t l ooks to me like a bunch o r !elloYI& 
home doing nothing. 

ThB. t 18 right. 

That is my impr ession. I have novor known who the 
personali t i es were on tho coMmittee and what rorce 
the y exe r t. 

I think they o. K. everything that Wh.i te says . 

'!'bey o . K. wba t 1'ih1 to sa,.aT 

Yea . 

Some of themT 

Every one o f them. 

I waa at a luncheon one dny .with llr . Cl&J!k, when 
they had me~down ;~t1ntbo ~~~~0~0~:io 'Id .. ~erhere 
bad a meet on ..,. very an4 rat1tte me to s t ay on and there was a 
live~; debate and one debate on Colomb!$ - I have 
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Hanes : 

F'.·snk : 

.elles : 

H. !!. Jr : 

·.elles: 

H . !~ . Jr : 

Hnnoo: 

forgotten the point now, it .... ll ;roar aco - so 
that they d idn ' t juot "rubber-a t amp" l'ihite •s 
poaitl on a t that time . 

~38 

It Johnny Hanes is willing to assume t he r esponsi­
bility tor the Adminiot rat i on a t ~in ataee , to 
aort ot get acquainted with them and find out how 
they feel , and so for th and so on , I would be 
tickled to death to have him do it . 

I will try, I will do the boat I can. Tho t lrst 
t.'-\ing I think I will do 1a eall Traphagen on the 
phone and f ind out first or all Just h ow activo 
he i a and how t aclliar he la with i t and ask h1n 
tho perfectly frank quoation , would he like to 
coma down ha re and sit down and talk with ua about 
th1a Colombian si tuatlon which i s soing to coc:e 
up, not tellin& him any or tho details . '/auld 
that be sat1afaetor;rf 

Yea . Wouldn't it be a good 1don in t be quite near 
tu ture that t he Board of Visitors will call on the 
Council shortly? I think that mi Gh t have a sood 
ottect; not immediately, but after you have seen 
Traphagen. 

And you (Welles ) will brine tho Colombian Ambassador 
a round sometime Monday a f t e rnoon? 

Not the Al'lbassador , the llltln who ia a ctlnc f or the 
Colonbian Goverm:~ent . If you don ' t ttind, I won't 
brin& h1m myself. 

I don 1 t thl!ik we can do much r.tore toda:;o . 

I t hink as soon as be gota a reply frocl his Govern­
ment h e then will want to alt down with you. In 
the ,;,eanti""', Johnny will be tr:r!fc to e;et the 
Protective Council into line. 

O. K. f 

'rhat is a b i g order. 
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'le need 

1. 

2. 

} . 

4. 

5· 

;o. R.lv/, 

turtber i nformation f rom the Colombi ans wit h respect to: 

The exact amount of their Federal and local bonds 
held outside or Colombia; 

What has happened to her foreign trade oince the 
war bccan7 

How much gold and foreign exchange does she now have7 

Does she contemplate placing any reatriotiona on any 
ot her imports? It so, wb1oh 1aoorta7 

How auob revenue and bow much foreign exchange is 
Colombi a going to obtain fro~ the newly opened o~l 
t1elda7 
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Agenda tor Conference on Loan to Colombia, November 22, 1939 

1. WhRt otter is t he Colombian Governcent making with respect to 

(a) Servicing the Federal debt1 

(b) Servioing the loCal government obligations? 
(c) Serv1oing ot the arrears or intereet oar-ental 

2. ~111 the Council ot Foreign Bondholdere be l ikely to ap­
orove the otter? 

J . Wha t kind ot loan ia Colombia seeking to obt ain? 

4. 

(a) Specifically what use is to be made or the proceeds? 

(1) 

( 2) 

The dollar proceeds; 

The local currency proceeds obtained trom the 
sale of the dollar? 

(b) What agency 1s to oake the loan? 

~hat procedure 1e to be followed " ith respect to obtaining 
the v1ewe~cooperation with the Council ot Foreign 
Bondholder at 
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FEDERAL LOAN AGENCY ~ 
WASHINGTON .-y.....o-zA.A 1 'fr' 

J UIC H.JOHll 
I ) {. 
r 

Deer Ill'. Sooret...,.: 

I bad a vor, ploa84Dt bour and a llalr 'With llr. :&. 

1&rellillo, 41aouaalJ>a with hill tho oituaticm 'With Ntoronoo 
to tba Colcal>len natioul dobt bald in tbio oOW>t17, and tho 

poooibUit)' or _. a441Uoul oredito tor Colo.l>ia b7 tho 

!Xport-IJwort -· 
I stated to llr. 1arolllillo that, in 1111' Tiow, tho 

tiTO :reara or OTerduo intoreat aboul4 be ratundod at ~ in­

atoad or tho ooupcm rato or ~; that the bcmdo obculd bo 
mended at ~ tor tc :roora and 1$ tberoattor; tllat a oinll::­

lJ>a t\m4 ot not l .. a than $600,000 a :roor abould bo eot uP 

with wbioh to bey bon4a 8lllluall:r on tender; tllat 1t would bo 

doaire.blo to hoTO aau auoh arreDg-t aa would pomit indi­

vi dual. bondllaldora t o OOJITOrt thoir bonda into al.l.reio that 

oould bo uood in Colo.l>ia ror tho JI'U'CbaoO or tb.l.np t.o -"· 
I>DlJ>a ill ailld thot thia would roault in inoroooi.Dg Colo.l>ion 

oxporta. 

I told llr. 1aramillo that I would IIIAlto t hio report 

to :rou end to llr. Walloa. 

S1D.oerel.7 youre, 

-..ra~>lo J1em7 »org ... thau, 1r. 
Sooret...,. or tho ~ 
'rrM.ou:tT ~t 
Wubillgton, D. c. 
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• Dr. White kept a copy ot 

t hle t o prepare material 

t or t he Secretary. 

or1g1anl to !Jr. Hanes to 
read 11/14/39 

• 
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Ill._.. ... w.~:a.u 

XCNr 1n..., ~ acv , • U\b, 
1a repl'lll h tM OeJ ''• n=wJ·' 
prolll•• ...t~ &a' q ••••'-1 
~ ...... , ....... ~ . .. .. , ............. ..... 
, .. , ... -~ )Mift ., -' ... .. 
1 aba11 - .1M I I I .. lrrUc ,_ 1&\­
t v ~ bU •''-Uce •' u.' u.c. 

lip 11'8lJ ,...... 
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PeNonal ~ 
doifi4eDt 

Dear R IJI1'71 

DEPARTMENT~ STAn: 
WASHINGTON 

343 

WUil referenoe to JOV oonU4erat1on of tile Col-.. 

bi&D f1aaao1al probl•, rou Will be 11lhreete4 to t.aoor 

tbd we han Juat ha4 a 4eepatoh froa our Aabaeoa4or to 

Coloab1a report111g a ooa•ereation wUb Dr. Jaraaillo who, 

ae JOU ha•• been intorae4, hao been 4ee1snate4 bJ the Co­

loabiaa Go•eraaent a• 1t1 repreoentati•o in the oon•eroa­

Uone we ha•• euggllte4 aa4 Who il c!lae to arrhe frCJO Oo­

loabia ill ... Yom to4aJ. 

Dr. Jaraaillo tol4 Aabaua4or Braden that proaptlJ 

attar h11 arr1Yal ill Waehillgtoll he woul4 en4oaYor to roaeb 

a lltU•nt ot Coloabia'• foreip 4obt hol4 1n the tJD1te4 

lltatll oil the bal11 of thrll poroollt 1atoreot paraente with 

the pro•ie101l that auoh p.,aeate are to be 1aoreaee4 oYer 

a per1o4 ot reare to fOUl" peroeat . If an asr-llt oaa bo 

reaohe4 oil aa111 tam•, he Will ea4~a•or to obta11l a lo&D 

!be BoMra'ble 
BIJI1'7 llol'ciDU..U, Jl' • o •-tarr ot ate 'l're .. DI'J. 
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of t lo,eoo,ooo fl'Oil the bport- III))Ort Balik or froa other 

eouroee, With the hope that 1t thMe arrang•eDta proYe 

eat1efaotorr further oredite oan be obta1ne4 1ft the UD1tl4 

8tatll 1n the future up to a total or t lia,ooo,ooo. 

'l'he Aaerhu Allba.ua4or hal oonf11'1le4 •:r OW1I balhf 

that an:r arraftgeaeDta enterl4 1Dto 1n Waeh1ncton b:r Dr, 

Jaraa1llo w1U be approYI4 b:r the Coloab1an Oolll!rt .. 1Ul4 

b;r Coloab1an publlo op11\1oD beoauee or Dr. Jaraa1llo'• per­

eonal preet1ge 1ft h11 OWl\ OOII.fttr;r. 

Bel1eYe .. 

err a1Doerel:r 

Regraded Unclassified



-. 

Dean 
Landl8: 

JrnJr: 

L: 

!lMJr: 

L: 

!II!Jr: 

L: 

PY.Jr: 

L: 

H).!Jr: 

L: 

fn.fJr: 

L: 

!!MJr: 

L: 

IIMJr: 

L: 

llMJr: 

L: 

!lM.ir: 

Hello. 

Henry Morgenthau, Jr. 

Yea , 

How are yo~ 

Fine, thanlt you. 

WoYeaber 22, 1939 
11:1~ •••• 

"J 45 

I would like to have eome more help next weak, lt I 
could, on thla Bank of Aaerloa thing, eee' 

Yeah. 

And 'llhat I'd like to do would be to e1t down With 
you ayee 1t, aee' 

Yeah. 

And go lnto the thlng -- well , and definitely make up 
our mlnd next week what we were going to do, 

Yeah, 

And I wondered whether you'd be available next weak. 

Yea, I could oome down -- let me aee, Just let me 
oheok on next week, (Brief pause. ) !uesdly or 
Friday. 

Tueeday would be J)erfect. 

l"ueadq would be all rlgbtt 

Yee . 

.Ul right. 

~ow let me aek you thll - do you know and work wall 
With Dean Lloyd Garrieont 

Oh, Y••· 

Regraded Unclassified



L: 

!!Y.Jr: 

L: 

!IMJr: 

L: 

L: 

L: 

!!Y.Jr: 

L: 

HJ.!Jr: 

L: 

L: 

L: 

~Jr: 

L: 

!ll~Jr: 

L: 
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Yea. 

You dot 

Yee. 

Beoaune -- of Wisconsin. 

Yea. 

It•e Lloyd Garrison, ian•t itt 

Yea , it' s Lloyd Garrison. 

I waa going to aelt him it he ' 4 COM dovn too. 

Ub-huh. 

Thie thi ng i s getting eo hot (ohuokling) I vant to 
impreea the President • •••.• 

Yeah. 

••• ••• ae much as poaaible. 

Yeah. 

And I 12\ought I ' d aelt Mr. Oarriaon, Vho I don't knov, 
Whether he could come dovn on - I haven ' t cal led him. 

Yeah. 

Beet 

Yeah • • 

Because I vant to prepare a etatement to make up our 
mi nd, vith the help of you gantleaen, and then pre­
pare -- eu'bllit 1t to the Preeident. 

Yeah. 

I don ' t knov vhether you eav the etatement the 
At torney General made on thU t hing. 

No , I didn't. 
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!!!~Jr: 

L: 

!1!-!Jr: 

L: 

l!l!Jr: 

L: 

t.."!~Jr: 

L: 

~'Jr: 

Hv.Jr: 

L: 

HHJr: 

L: 

'!l!Jr: 

L: 

!l!~Jr: 

L: 

!iHJr: 
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That was more on !raneamerloa. 

Well , the statement -- the one etatement that he oade 
earller that there were no -- there waa nothlng 
or1m1nal he:re , 

Yeab. 

You saw thaU 

Yea. Well , could we leave lt thle way- 1r you don't 
hear !rom me again I expeot you 'l'ueada;rt 

All rlgbt, nne. 

I ' ll be ever ao much obllged. 

Flne . 

Do you 
to eubml t 
myeelf . 

do you want -- there'• nothlng new we have 
but I just want to epend a whole day on lt 

Yeah , yeah. Well , I turn up then •.• . •• 

• . . • . • Tuesday. 

I'll be avallable around nlne or n1neth1rty. 

Fine. 

Uh- huh. 

Fine. 

All right, sl.r. 

'l'hank you. 

You ' re welcome. 

Goodbye. 
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l!l!Jr: 

Operator: 

HMJr: 

0 : 

!!l!Jr: 

0 : 

0: 

!.loyd 
Garrison: 

!!J.!Jr: 

G: 

l!l!Jr: 

G: 

!!l!Jr: 

G: 

:!!!Jr: 

G: 

HMJr: 

0: 

HMJr: 

Bello. 

Ro•ember 22, 1939 
ll: 20 a .... 

Dean Garrison has a olaaa now and he'll be through 
at 12 o•olook our time. 

I'd like to talk to him than. 

411 right . 

And that •s that. 

411 right . 

Go ahead. 

Bello . 

Henry Morgentbau, Jr. 

Yee. Hello. 

II this Dean Garri110n? 

Yeah. 

11:57 a.m. 

The reason I ' m calling you up is thie - I want a 
ta•or trom you. I have got a very 41ttioult case 
1n the treasury and I ' d like some outeide advice. 

Yeah. 

?48 

And I 1 m aeltlng you and Dean Landis to come down, 11' 
you would, and otpend a dey or two With us going over 
1t to advise me personally on it. 

Yeah. 

It's a oaee -- tor your i nformation, it's the oase 
ot treasury i n conneot ion with the Bank of 4mer1oa. 

Yel . 
And w•'•• got to Bake up our mi nde Vhetber or not we 
are going t o bring charge• agai.net the allllaj!eUnt 
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G: 

0: 

0 : 

G: 

~!Jr: 

0: 

Hl!Jr: 

(; : 

G: 

::MJr: 

0: 

- 2-

before the Federal Reserve, vho under the law act 
aa Judges, so to speak. 

Yeah. 

Now it ' s-- t he \l'hole th ing ia it's a matter ot 
Judgment and a question ot \l'hether or not ke have 
a good oase, and I'm very anxious, it you oould 
give me a day or t\fo, t o advise ne ~ersonally. 

": AQ ... _ 

Yes . Well -- well nov, let me aek you a re~ things 
about it. 

Please. 

¥-ov -- how urgent is ttie? 

'i:'lell, I. ..... 

The time. 

Yes. It•s -- it's quite urgent bacauoe ~e•ve gotten 
to a point now where we 'Ye Just ~ot t o ma.'<e up our 
mind we're either going t o go ahead or not , and we 
have a bill or particular& which we sent them on 
October }rd which would be available to you. 

Yeah. 

And I -- I told the President that I was going to 
aak you and ~!r . Landis to go over it. Mr. Landis 
has been down once before on t his last week. A.~d 
tha t with the help of you tvo gentlemen I wanted 
to draw up a eort of a briet to eubCil t to bin. 

Yea. 

Beoause it's one of the c oat difficult and one or 
the moat important decision• I've ever had to make 
ainoe I've been here. 

Yea. Well nov, would t here bo -- I ' m Juat -- I'm 
juat thinking ot the • ••• • • 

Pardon me' 
I'm Just thinking ot the time element involved. 
That• a the only thing that-- I'd need to do some 
adJusting on here. 
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Yea. 

How much -- how much oould you send me in the way 
or material before I came down' 

I think I could send you all thnt•s neceeeary and 
I could even send one ot t hese lawyers with lt it 
you wanted me to, Who has been working on it. 

Yeah. 

To give you an idea, I aaked Land1a Whe ther he could 
ccme down next Tuesday, and he said he could come tor 
one day. 

Yea. 

And he said he could come Tuesday. 

Yeah . 

I don • t know What your schedule 11. 

Well now, I'm going to be down on Saturday and 
Sunday on the Attorney Ooneral'e committee on 
administrative procedure. 

I see . 

And I ' m atra1d I juet couldn't -- you eee, I -- the 
difficult y 18 I-- I've got claeeee here • .•.•• 

Yeah. 

•••... ever y day 1n the week . t ••e got an unueually 
heavy schedule th is aeme eter and I juet -- I just 
can't do Justice to my j ob and do too much cutting. 

Yea. 
I'•e been under some -- eome local criticism during 
the past year ror being avay too much. 

I aeo. 

It ' • not serious, but 1t'a -- it'• one or those 
things that I baTe to take aome account or here. 
And I'm afraid that that would -- that would mean 
that I wouldn ' t get back here really until 'l'bureday 

Regraded Unclassified



!IMJr: 

0: 

!IMJr: 

G: 

BY.Jr: 

G: 

liMJr: 

G: 

G: 

mar: 

0 : 

EMJr: 

0: 

an4 U would aeanppraot1oallr - v1th the -- Vlth 
the ol&nu I'• go1ng to tin 1n oonneotlon v1th 
go1ng down thie weekend - it would aean really a 
veek out, 8Dd I Juet couldn't do that. 1 vaa 
wondering it there would be &nJ' poll1b111ty ot 
ot r.tting thia etutt to me batore l leaYe on 
J'r1 ay •••••• 

Oh, re•. It •••••• 

I oould read it on the train going down and perbape 
••• you over the weekend. 

Well l --vall here•• -- here•• •r aohedule. You 
aee, 1n !lev York State ve celebrate !ha.nlt.ag1 rtng 
t hla !'hur&daJ. 

Yeah. 

And I vu going home to get baol<hhere !Iunday night. 

Yea. 

And -- and Monday ve have a big tinanolng, that• a 
Vhf l made it 'l'ueeday. 

Yee. 

But I oould get all ot this material to rou tonight 
and 1t you were here !Ia turdar and Sundar lib)' 14 
Poley would be ava1lable. 

Well nov, lib.)' vouldn • t that - - llhJ vouldn 1 t that be 
at leaat -- at leaat a atart on the thing. 

And then poeeibl,y rou oould - - it rou would, ma)'be 
rou oould dlotate eou aemorandua before rou let1; 
!Iunday. 

Yn. 

Bow would that bet 
Wall thet would be O.lt. Nov, l think probabl)' the -­
llbat' I bad better do u it rou - - the point 1e to get 
thla .. terial .to me Juat aa taat •• rou oan. 

¥ell, I-- I • •••••• 
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I can start digging 1nto 1 t . 

Well , we can send 1t to rou a1rma11 right away. 

Yee . Well , that would be ewell , 

You ' ll have it by morning. 

Yeah. 

Vhat addreae should we uee! 

Well , I -- you oan send it to the Uni•erait7 ot 
Wiaconain Law School •• • •.• 

Right. 

, ,,.,.Mad1aon, and then Vben I get to t own-- get to 
Washington Saturday morning I ' 11 call F~e7 up and 
lll&ke a date to see hio either that da7 or Sunda7. 

Fine. 

And it may be that the th1ng will be eo clear one 
wa7 or the ot her that you -- you won• t reel that 
)"'U • • • • • • 

Well • ••••• 

••••• •• --me personall7 any t'urther. 

It•e not t hat clear, unrortunatel7. 

No, I - - I Just • ••..• • 

It'• -- it'e a eatter or- not onl7 the law, it's a 
matter ot judgment. 

Yeah, 7eab. 

And it it vas that clear I wouldn 1 t haYe to be aaldng 
rour help. 

Yeah, ot course. I • • • •.• 

But we' ll gi ve 70u everything we 1 Ye got and I don'~ 
knOW Whether rou haYe tollowad it -- I mean, there • 
a polit ical preaaure on thie thing and it'• the voret 
I '"• . ... r had einoe I ' 1'8 been here. 
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Well, Where does it come trom7 

Prom the 01ann1nia. You see, they're using every 
possible avenue that they oan, and it's been going 
on tor two years and I just want to -- I either want 
to make up my mind that they are tit to run the bank 
or they are not. 

Yea . 

And it they are not , then we ehou.ld start proceedings 
to remove them, and it they are Why then we've got to 
make up our mind we've got to live with them. 

Yea. 

Sut within the next week or ten daya I want to make 
up -- that decision. 

Yes. 

And or course we 've got t hei r record nov tor six years . 

Yeah. Nov, Mr. Secretary, I don't know the tirst 
t hing about the law on t his subject . 

Yea . 

It's an entirely new field tor me , and it there are 
any -- any memoranda or anythi ng else that has been 
prepared t hat would be helpful to sort ot bring me 
up to date t ast on it, I wish you would include those 
with what you have. 

I -- I'll see that t hey do t hat. 

Good. 

We' l l get the whole thing ott early thta afternoon. 

All right , t i ne. 

I ' m ever ao much obliged to you. 

Goodbye, 

Goodbye. .. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT I 

FROM Mzo e Ooobzaa 

-

»1 oo ... r·olll oo.DCerne • • • ••• • •••• • • • •• • • •••••• • • • ••••• • ••• &. -"'''~~ 
By forolcn b.nEo.(Jar Seat AD4 -.ropo) • ••• • •••••••••••••• 

total • ••••• 

54 

Of the four reportla& boAI<O. tho follovlac oold cottoa blllo totall~~g IJ.62 000 
to tho l!rltl oh Coatrol at t ho offlci~ rato of 11.021 ' 

IJ.l9,000 b7 \he Ou.raa\7 !!'rut Co~ 
lo 22, 000 b7 \he Ja\loul CltT BoAI< 

117 \he Cheoo JaUoul BoAI< 
!ot~ 

ShortlT attar -a U vao nporto4 thet oriaro varo rocoln4 fro• a S... 
i'r.,..,looo Jack tc b'q batwon J.250, 000 u4 '30(>, 000 for opot dalinry, apilllt 
v!>.lch l t waato4 to oall \he - _..t of torwori otorllD& for 0117 dato o'b\ai .... 
ablo. !bio tr&lllaoUoa IIPPOAl'O to bo oao whorl ol tllor tho otorllDg wao -
l.ediatolT tc oo'r'lr oo-el~ oooool_h, or H vao boloc 4D•o t o .xtollll a 
forvar4 ohort pool tloa whioh the poorchaoor of the opot otarlloc 414 eot vlob to 
Uqllldato at the prooaat u... It lo n!lllorotood thet a YOrJ owl -·t of 
thlo """"' wao oc~ploto4. !he dioooliAt o~> otorlill& for )0 ~· v14ooed to }-3/"+ 
por ,....., ~ulT~aat to 11-7/1$ por ...- """' for 90 ~. 7-?/16# por pou4, 
o~u1~ont tc 7-7/1$ por ...-. 
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!he l'Sto for \be ltalca 414 aot Miateta the 

roee4M todAI!r !.AI .1652, Boa 4~t fer U.. C>·=-• of 1' .. ~ a4 

41ocOIUit, IIIlo to oo-rohl offiO'l.aco of \bet llllrreq, doller v1Uu4 to l}-7/rf, 

!lle oU..r i.llponaat oanoa.ol.oo olooo4 .. follon1 

~ fNMo ,022J. 

llaU4ero ·.~ 
lvioo fftiDeo 

!lle/_,Ca:bu pooo Up>-o..a t o 1~ fJ.ocO"OIIt, .. oo~~pero4 to 7 .. to .... -•. -Atot•-a 

ot 1}-1 .,. fJ.oeoQ.llt, • ._, ,_ -

Wo pucha""4 the f ollov1ac ..,.,.h of p l 4 fro. tho ltuko 1D41cato4t 

$10 ,000,000 froa tho leak of hoaoo 

~.000 hoa tho lati.Aiaol leak ot Joleiu 

)lio,OOO troa tho leak of tho ll.op@Uo, Coloal>ta 

66.009 froa tha lati.AIJI&l llaalr: of ~~ 
iio. n1,ooo "''11 

!lle lo4al'Sl ~oorn Ball: of low ToJ'Ir: r~rto4 to v tha f ol1ov1ac Ui-h 

ot col4t 

$2,971, 000 froa ~-- Uippo4 1>7 the JaDII: ot llocl-, cono141oo4 to u.. Jo4erol 

~oorn lleDk of low Tori:, \o l>o oar-.ri:o4 tor tho oocoWlt of tho Joth­

laa4o :aa.t. 
2,0if1, 000 froa South ~tea. oonotcao4 to tho la4orol ~"'"" Joai: ot low Tori:, 

to 'bo O&nle'i:a4 for tho aocOQ.llt of tl>o lo\horlan4o JaU:. 

516,000 r ... CbUo, Uippo4 1>7 \be Cavil- of ChUo, OOUicao4 to tl>o 

lo4orol ~ • ...,.. limit of !row Toft:, \o Ito oonarlto4 tor tl>o ........,, of 

:r::-=.,...,= tho Omtrol Jlaai: ot OhUo. 
i5,571i,ooo !l'atll 

Tootonlq tl>o la4erol leo.no Jaai: of low Tori: llppl,to4 for a lioouo to ptll"Ait 

tho :a. r.s. to -ator CID14 mu4 at "l>JII'On.&tol7 $1,69o,ooo troa 1h MOO\Ult Ill 

to the -14 acOOWLt of \he C>atrol - ot -. a t \he Ja4orll - ..... o llaalr: 

ot !row Tori:. !llto CID14,.. oJ'ic:tnaU7 ool4 1>7 tl>o J .I.s. to tho -toll 1tut -

thaD plMca4 Vlth \be B,I, s. u oollatorll to oe.,....o o-erctal oro41h ol>totao4 

tJ'oa thet 1tull: 1>7 tho C>atrol :a.at of flubT, Poraiodoa to -o U.. traaofor ,.. 

Cl'&llto4. Prnto'Ul.7, tho C>atrol Bani: of -07 cab1o4 to tho la4orol BoO&rTO 

la:lli: of !row Taft: to 1.a4Un if U ~· -o aa rb&Deo ..aot \hto pl4. Jftar 

ol>to1atac tha apprnal of lto\h ito ...... of lllrootoro aa4 tha Board of ao.......,... 
of \be h4eral leoarn a,at•, the Ja4orol Boo&rTO I-* of low Tori: ..Uo4 to the 

!l'az!tialt. a.tral '~oak -t tt ,.. ~4 to -. • ........,. "P to $1,520,000 lor 

tl>roo -tho ._uot u.. .-14. Tootartq the Ja4orol roootft4 froa. tlao C.tral 

la:lli: ot ~ a rotaMt for the a4Yanoo -t1oao4 ahon, otoUac _, U ,.. for 

tho JOU'POM of -•tac their ._J'&J'T reqair-h of tonica o .,,,,. ·"' the 

olooo of )aotaooo toaJ.clt.t tho h4erol ---of lrw Toft:'o .. -.-.. 

a4ft11Coo to \be C>atrol ,;,. of !l'ari:tlr to tel tll,129,000, _..... 1>7 t5,"7 ,000 

1a p14, w ..... u u.. h4erol ~~- 1oM at lrw Toft: 1a tho - of the 

Cllltrol Jut at ~. 
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!!Ia op1ftloa\ of toallr'o loea4oa epo\ .Unr prlu-. 111, 611 84 tile to.­
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No•ember 22, 1939 ~ S 7 
3:o6 P·"'· 

Hello . 

!:ddie 
Greenbaum : Hello , Henry. How wao the trip' 

HI~Jr: 

G: 

H'!Jr: 

G: 

G: 

:-l!o!Jr: 

G: 

mtJr: 

0. : 

Hl'Jr: 

G: 

'!l'.Jr: 

G: 

G: 

l!!!Jr: 

0.: 

H!~Jr: 

0 : 

mtJr: 

- 0: 

Oh , tine. 

I t was , eh? 

I never saw your tri ende, they never showed up. 

~/ell , they were over around - north or Phoenix. 

Oh. 

You looked wonderful in t he ten-gallon hat . 

Yeah, good publioity. 

Did Ellie have as bed a time ae ehe had expected? 

No. 

She really liked it? 

Yeah . 

That' s tine. 

Yeah. Eddie , I'm call ing you up on this on - - I' d 
11ke you t o help out the Treasury on another d1t­
t1oult ease. 

Yeah. 

And this til:le the Bank or Ar.lerioa. 

Oh, I thought you had 

Well , we • ve got Dean Lend1a and I've also asked 
Dean Lloyd Garr1eon. 

Yeah. 
t b down SaturdaY and Sunday to 

And he ' s going o e oo~in& Tuesday. Hello' 
etudy it. Now, Landi• 11 •• o 

Yee. 
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HMJr: 

G: 

!IMJr: 

G: 

!lHJr: 

G: 

~~Jr: 

G: 

l!J.!Jr: 

G: 

!iHJr: 

G: 

!r.~Jr: 

G: 

!lHJr: 

G: 

m!Jr: 

G: 

!!Y.Jr: 

G: 

HMJr: 

- 2 -

And we all would l ike t o have you s1t in on u. 
Vhen, next Tue adayt 

Yeah. I'm going to devote all day to it. 

I aee. 

At least, and it you could do it why I ' d like to 
have E4 Foley send the atutt u~ to you today eo 
that you could be spending Thankegiv1ng on it, you 
eee' 
That• a a pleasure ! 

I en ° t that vondertult 

Row long would it be' 

'Well, Landis can only stay Tuesday. 

Well, When is Jim Landis coming, Tueadayt 

On Tuesday. 

Yeah. 

Yeah. 

Well, I • m not 1n my ottice now and I' 11 tr}' to 
rearrange thing s so I can do it. 

Well ••.••• 

Get Foley to send the etutr up to my house special 
del1 very •••••• 

I'll do that. 

•• •••• 10 I can have a good Thankeg1v1ng. 

I ' d appreciate it because -- well, I t hink t h18 is 
even more difficult than the other one. 

Well, I thought Landia was -- he was down betors, 
vaen• t he? 

I Whet I want ie, I want to pre­
He vae, andrnovw li- in the first place, I want to 
:~: ;.,~r~:liov: adrt ae 118 what we ehould do • My 
a1.nd ie etill open. 

:sa 
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G: 

l!J.!Jr: 

G: 

f!!.!Jr: 

G: 

!!l!Jr: 

G: 

IC!Jr: 

G: 

HMJr: 

(}: 

!!l~Jr: 

I!J{Jr: 

G: 

!l)!Jr: 

G: 

- 3 - ?59 

Well, What about Lloyd Garrisont Ia he -- will he be there 'l'ue edayt 

No . No , he oan•t come but he's going to-- he ' a 
oomlng down on another matter Saturday and Sunday 
and he said he would center with Foley at that time 
and leave a memorandum behind. 

I got you, 

See' 

Yeah. 

And then I thought that we could eit down vt~h you 
and Landis on 'l'ueaday and try t o decide what we• re 
going to do because I told the President by the tloe 
he got back I'd have a euggestion t or him bow we 
should handle the thing in vr1 tlng. 

Well , ian•t h~ going t o keep two Thankag1V1nge' 

Well ••••.• 

(Laughs) 

Yes, I think eo. Yeah. 

All right. Well , I ' ll -- you can expect me then 
unless I ~hone to you to the contrary ••.•.• 

Wonderru 1. 

••....• tomorrow. 

o. 1':. And I ' ll tell £d Foley to aend the eturr up 
to you t o your ~ouee. 

Yeah, to the house . 

'!'hank you eo much. 

o. x. 

All right, Henry. 
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•• 

ltMJr: 

Sumner 
tlelles: 

HJ.!Jr: 

'!!'Jr: 

~/ : 

m.:Jr : 

" · " . 

m:Jr: 

\~ : 

!ll!Jr: 

rl : 

!ll!Jr: 

M , " . 

li: 

HHJr: 

ll: 

lNJr: 

W: 

Hello. 

Henry • • .... 

Yes . 

Nove~ber 22, 1939 
3:10 p . o. 

3£0 

You are a very quiclt worker. 

\thy? 

I • ve never known anybody in thia adrn1nistrntion 
work with the extraord!nary rapidity and ertect1vness 
thn t you do . 

Arc you be i n; sarcastic? 

!'3 being absolutely sincer e . 

Why, >lhl\ t ha;>!)ened1 

The President called ne up Juot a ~lnute ago ••.•. 

Yes. 

•••.••• and referred to t ha t meeting ln the Depar tment 
ot Commerce yesterday. 

Yes . 

And said that he was sending a telegram i~ediately 
t o Ed Noble ••••.• 

Yea. 

••• •• • vh1ch was goin5 to be very blunt and in which 
he vas to be i netructed to talk to you and to cyselt 
about anything t hat he was diaoueaing over there . 

Well, I -- I didn' t talk to the President , i t you're 
giving me this credit. 

You did not? 

No. 

Well, Who else could have? 
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lll(Jr: 

II: 

!!MJr: 

111: 

!IMJr: 

II: 

l!l!Jr: 

W: 

W: 

!IMJr: 

lf: 

Hl~Jr: 

W: 

llMJr: 

V: 

BMJr: 

W: 

!!IIJr: 

V: 

HMJr: 

W: 

llMJr : 

- 2 -

:?61 
I d14n 1 t . I don•t deeerYe th1e, 
'llby, that•e ama~ing. 

No. 

I thought, or course, you had been talking with him. 

No, I don• t -- thanke tor the k1nd words and the 
bouquet, but I don •t deserve 1t. 

You deserve all the -- all the bouquets that I'm capable or otterlng you. 

Well; that•a ••.•••. 

I thought 1n tbls caee you had. 

No , I-- I 1 a .•..•• 

Well, at any rate , here gotten ahold or it from some other source then. 

Well, I -- no, I haven't - - trom the minute you lett 
the room I haven't talked to anybody abo ut it. 

I eee. 

No . 

I t hought, or course, that he had been apeaklng ~lth 
you. 

!hanks .••••.• 

Well, at ·any rate, he'• gotten ahold or it and he'• 
eend1ng orr tblo telegram at once. 

Well, thanks tor 'them' kind words. 

(Laughs) They are maintained Juet the same. 5o I 
euppoae that Ed ~111 be calling youJ.myeelt 1n the 
near tu ture . and 

Well, I'll be up oturrtng eturred turkey 1nto me. 

(Laughs ) All r i ght , Henry. 

o. x:. 
Ooodbre. 

'!bank you. 
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